
The U.S. Federal Reserve cut
its target fed-funds interest
rate to a range between zero
and 0.25% and said it would
move ahead with unconven-
tional measures to combat the
recession, which has deepened
in the past few weeks. Page 1

n U.S. stocks surged after the
Federal Reserve announced an
aggressive interest-rate cut. Eu-
ropean shares rose. Page 20

n Goldman Sachs reported a
quarterly loss after the finan-
cial crisis hit revenue. Page 1

n Walter Noel’s Fairfield Green-
wich Group is trying to figure out
how to explain to friends and
investors its intertwined role
with Bernard Madoff. Page 1

n The Saudi oil minister
called for OPEC to slash output
by at least another two million
barrels a day to keep in line
with slowing demand. Page 3
n Oil refiners are putting assets
up for sale, delaying expansion
and scrambling for ways to cut
costs and lift profits in the face
of the weak economy. Page 19

n France fined 11 companies,
including ArcelorMittal, a
record $788.8 million for run-
ning a price-fixing cartel. Page 4

n New-car registrations shrank
for the seventh straight month
in Europe, falling 26% in Novem-
ber as weak consumer sentiment
kept a lid on demand. Page 6

n PCCW holders were advised
to reject a buyout offer by Rich-
ard Li, citing a low price and a
lack of “compelling strategic ra-
tionale for the deal.” Page 23

n Toshiba will cut production of
memory chips used in products
such as digital cameras and iPods
by 30% as demand wanes. Page 7

n Retailer LVMH canceled
plans to open a new flagship
store in Tokyo, a sign that Ja-
pan’s love of luxury brands
may be waning. Page 6

n AB Inbev is likely to appeal
an EU court’s ruling upholding
a Czech brewer’s rights to the
trademark “Bud.” Page 6

France is unlikely to dodge a
recession, and the first half of
2009 will be “extremely diffi-
cult,” Finance Minister Lagarde
said. The nation was one of the
few big economies to grow in
the third quarter of this year,
due in part to deregulation.
Some economists, however, are
skeptical about the depth of
structural change. Page 2

n A British-Iraqi doctor who
claimed he wanted only to
scare people was convicted of
conspiracy to murder with car
bombs in London and Scotland
in 2007. A co-defendant was ac-
quitted on the same charges.

n Police found dynamite in a
Paris department store, and a
group demanding that France
withdraw from Afghanistan
claimed responsibility. Page 9

n Protesters forced their way
into Greece’s state NET televi-
sion studio and interrupted a
broadcast featuring the prime
minister, urging viewers to join
antigovernment demonstrations.

n Two people died in a sus-
pected U.S. missile strike in Pa-
kistan near the Afghan border,
as two U.S. senators visited Is-
lamabad amid flaring tensions
over the attacks in Mumbai.

n Israeli troops killed a wanted
Islamic Jihad militant in the
West Bank, and the group retal-
iated by firing rockets into Israel.

n Hundreds of Iraqis protested
for a second day to demand the
release of a reporter who threw
shoes at Bush, as the man was
handed over to Iraq’s judiciary.

n Somalia’s government was
crumbling as the president ig-
nored a Parliament vote to
keep the prime minister, and
Kenya announced sanctions.

n Zimbabwe’s air force chief
was injured in an assassination
attempt, state media reported.

n Italian police staged sweep-
ing raids in Sicily, arresting
about 90 suspected mobsters.

n Somali pirates seized a tug-
boat operated by French oil com-
pany Total and a Turkish cargo
ship, as a U.N. agency called for
a special maritime police force.

n A bus carrying Russian tour
guides crashed in southern Is-
rael, killing at least 26 people.

Fairfield’s connections
gave Madoff global reach

Editorial&Opinion

Walter Noel built the perfect glo-
bal marketing machine for Bernard
Madoff: Four sons-in-law with con-
nections among the wealthy in Rio
de Janeiro, Madrid, Milan, London
and Geneva, who brought socialite
flair and few demanding questions
for Mr. Madoff.

For 19 years, the pairing worked.
Mr. Noel’s firm, Fairfield Green-

wich Group, raked in assets from cli-
ents clamoring for access to Mr.
Madoff. Fairfield, in turn, handed
over that money to Mr. Madoff.

Now, the Noel clan is facing the
reality that years of face-to-face
meetings with Mr. Madoff as well as

daily confirmation reports helped
Mr. Madoff allegedly carry out a glo-
bal fraud. In recent days, the Noel
family has converged in New York to
figure out how to explain its role to
friends and investors, people famil-
iar with the matter say.

In a sign of the intertwined rela-
tions between Fairfield and Mr. Mad-
off, when several private-equity
firms were discussing taking a large
investment in Mr. Noel’s firm dur-
ing the summer of 2007, Mr. Madoff
ended any potential deal by refus-
ing to grant the potential investors
access for due diligence. That may
also have been one of the many
missed warnings signs of the al-
leged fraud.

Fairfield and its flagship Sentry
Please turn to page 31

Fed slashes interest rates
to historic low range
Central bank sets
interbank lending
at 0% to 0.25%

Standard practice
Without U.S. leadership, the
Siemens bribery case may have
never come to light. Page 13
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Bottoming out
With inflation less of a concern because of collapsing oil prices and the housing 
market continuing to weaken, the U.S. Federal Reserve lowered its rate target 
to a range between 0% and 0.25%.
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Misreading Kremlin costs
BP control in oil venture
news in depth | PAGES 16-17

Danish business scandal
ensnared banks, auditors
on other fronts | PAGE 12

By Carrick Mollenkamp, Cassell
Bryan-Low, and Thomas Catan

By Jon Hilsenrath

The U.S. Federal Reserve slashed
its target interest rate to just above
zero and promised to march ahead
with unconventional measures to
combat a recession that has deep-
ened in the past few weeks.

The Fed said its target interest
rate—an overnight bank-lending
rate called the federal funds rate—
would be between zero and 0.25%; it
was cut to 1% in October. The cut
was more than many economists
had expected and marked the latest
signal by the Fed and its chairman,
Ben Bernanke, that the central bank
was prepared to take aggressive
steps to revive the economy and fi-
nancial markets.

“TheFederal Reservewill employ
all available tools to promote the re-
sumption of sustainable economic
growth and to preserve price stabil-
ity,” the Fed said in a statement. It
added that it expected interest rates
to remain low “for some time,” and
that it was studying other measures,
such as purchasing U.S. Treasury se-
curities, to lift the economy.

In the latest example of the deep-
ening recession, the Commerce De-
partment reported that new-home

Please turn to page 31

By Jessica Papini

NEW YORK—The widening finan-
cial crisis, which has left few un-
scathed, finally drew blood from
Goldman Sachs Group Inc.

The 139-year-old investment
bank reported its first quarterly
loss since becoming a public com-
pany 10 years ago. For the period
ended Nov. 30, Goldman reported a
fiscal fourth-quarter net loss of
$2.12 billion, or $4.97 a share, com-
pared with net income of $3.22 bil-
lion, or $7.01 a share, a year earlier.

Plunging markets caused Gold-
man Sachs to lose $3.71 billion in its
fixed-income, currency and commodi-
ties business, including noninvest-
ment-grade credit origination, and
residential and commercial mort-
gage loans and securities. Principal in-
vestments had a loss of $3.86 billion.

Meanwhile, revenue in Gold-
man’s investment-banking business
declined 48%, as the financial crisis
and recession put the brakes on com-
panies’ plans to go public, sell debt
or merge with others.

Goldman Sachs largely side-
stepped the subprime crisis, which
set off the global financial crisis
more than a year and a half ago. It

Please turn to page 31

Goldman posts
its first loss
as public firm

Money & Investing > Page 19

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8924.14+359.61 +4.20
Nasdaq 1589.89 +81.55 +5.41
DJ Stoxx 600 199.01 +1.50 +0.76
FTSE 100 4309.08 +31.52 +0.74
DAX 4729.91 +75.09 +1.61
CAC 40 3251.66 +66.00 +2.07

Euro $1.3759+0.0088 +0.64
Nymex crude $43.60 -0.91 -2.04
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Consolidation is in the
air for Chinese industries
hardest hit by the economic
slowdown. Airlines could be
first, after this week’s man-
agement reshuffle at the top
three carriers, but they
won’t be alone.

Some airline problems
are sector specific, including
high fuel prices earlier this
year and damaging hedging
strategies. Other problems,
such as overleveraged bal-
ance sheets and excess ca-
pacity, are more general.
The same weak demand af-

fecting airlines has hit Chi-
nese industries such as
steel, mining, property and
manufacturing.

Beijing seems keen on
consolidation heading into
the downturn. The head of
the ministry overseeing
state-owned enterprises ex-
pects the number of these
businesses to fall by as
much as 44% by the end of
2010 as a result.

China recently issued
guidelines allowing commer-
cial banks to provide loans
for mergers and acquisitions

for the first time. Last week-
end it announced plans to
simplify approval procedures
for deal applications submit-
ted by listed companies.

China already is the
world’s fourth-busiest mar-
ket for domestic deal mak-
ing. But the biggest deals
this year were from the tele-
coms sector, driven by the
government’s desire to cre-
ate greater competition for
China Mobile.

Next year’s dynamic will
be more about survival.
 —Andrew Peaple

Unlike other industries
that boomed in the bubble
years, private banking was
supposed to be relatively im-
mune to the downturn.

Catering to the wealthy
who valued them for their
discretion, supposedly supe-
rior investment advice and
undeniable prestige, private
banks were thought likely to
hang on to their assets—and
the lucrative fees that came
with them.

Recent scandals suggest
this may have been too opti-
mistic. A clutch of Swiss pri-
vate banks—including Cbi
Holding’s Union Bancaire
Privée, Benedict Hentsch,
Neue Privat Bank and Reich-
muth & Co.—have admitted
a combined $5 billion expo-
sure to the collapse of the
Madoff hedge-fund business.
That is sure to do significant
reputational damage to the
banks concerned—and possi-
bly to the whole indus-
try—as well as lead to de-
mands for compensation.

Meanwhile, the well-publi-
cized difficulties of U.K. busi-
nessman David Ross, who
failed to declare £160 million
($245 million) of shares
pledged as security against a
loan, has highlighted another

vulnerability: collateralized
lending. Most private banks
will have lent extensively to
clients against their portfo-
lios of liquid assets, only to
see the value of those assets
fall.

But the industry’s current
challenges go deeper than
this. Assets under manage-
ment at the big four Swiss
private banks—UBS, Credit
Suisse, Julius Baer and EFG
International—have fallen
15% to about Œ1.4 trillion
($1.9 trillion) in the past
year as a result of tumbling
asset markets.

Nor does the longer-term

future look so bright. From
2004 to 2007, emerging mar-
kets provided 30% of the
growth in assets under man-
agement at UBS. The risk is
not only that this tide of
money slows to a trickle but
that many of wealthy entre-
preneurs start to withdraw
funds to shore up their busi-
nesses.

At the same time, the in-
evitable higher personal
taxes and the clampdown on
tax avoidance will take a toll
on private-bank customers in
developed markets. Soaring
compensation, as well as
booming asset markets, was
a key driver of the growth in
private-banking business dur-
ing the boom.

Of course, private banks—
like the rich—will always be
with us. Some banks may
even benefit from a flight to
quality after the recent scan-
dals. But many of the newer
banks that proliferated dur-
ing the boom to cater to the
needs of the not-quite-so-su-
per-rich may wither as cli-
ents trade down to cheaper
alternatives. A private-bank
account doesn’t have the
same cachet when you no
longer have anything to put
in it.
 —Sean Walters

Time for China to embrace togetherness

Omnicom view: better than advertised
Omnicom Group’s not-so-

secret weapon in recent
years has been its co-cos,
one of the terms for zero-
coupon convertible bonds
that serve as an ultracheap
form of debt. Not for much
longer.

With Omnicom’s stock
price about half the conver-
sion price of the bonds,
chances are high that hold-
ers will put, or seek redemp-
tion for, $847 million of the
bonds in February. Another
$727 million series of the
bonds can be put in July,
leaving $467.5 million out-

standing that can’t be put un-
til 2010. The total of $2 bil-
lion is about two-thirds of
Omnicom’s gross debt.

The prospect of the
bonds being put has wor-
ried some investors, but the
short-term impact should be
manageable. The company
can fund the redemptions
with its $2.5 billion revolv-
ing credit line, which carries
a slim interest rate of one-
month Libor plus 0.17 per-
centage point, about 1.2%
now.

The bigger issue is Omni-
com would have to pay a lot

more if it had to refinance
the debt anytime soon. The
revolver doesn’t mature un-
til 2011, so the ad-holding
company isn’t under any
pressure. Omnicom gener-
ates more than $1 billion a
year in free cash flow, so it
should be able to pay down
debt even if its cash genera-
tion is crimped.

Worries about Omni-
com’s ability to ride out the
crisis—particularly com-
pared with some competi-
tors’—look overblown.
 —Martin Peers

Nortel mulls bankruptcy
despite cash abundance
Financial unknowns
dog Canadian firm
amid wireless slump

Private banks stumble
Swiss banks
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UBS
Credit Suisse

By Sara Silver

Nortel Networks Corp. has $2.6
billion in cash and no debt to pay un-
til 2011, conditions that would seem
to take the Canadian maker of tele-
communications equipment easily
through even a rough 2009. So why
is it contemplating bankruptcy?

Besides uncertainty about
Nortel’s business prospects, there
are unknowns in the company’s fi-
nancial equation, ranging from ques-
tions about its pension deficit to the
availability of debtor-in-possession
financing, normally available to help
companies keep operating while un-
der protection from creditors.

Nortel has been reeling from the
sudden drop in demand for its voice-
only wireless equipment, cutting
costs and trying to sell assets to sur-
vive the recession.

Nortel’s shares rose 3% to 34
cents in Tuesday afternoon trading
on the New York Stock Exchange.
The stock dropped 18% Monday af-
ter credit rating agency Moody’s
Inc. lowered the company’s overall
assessment two notches deeper
into junk territory.

“The catalyst [for the rating
change] comes from the continuing
erosion in business conditions,
which makes it unlikely that Nortel
will be cash-flow-positive in the
next year or so,” said Moody’s ana-
lyst Bill Wolfe.

“We remain focused on running
our business, serving our customers
and executing on our restructuring
plan,” said a Nortel spokesman.

Of Nortel’s $2.6 billion in cash,
$500 million is tied up in joint ven-
tures overseas, and the company
has said it needs $1 billion at the
ready to fund its daily working-capi-
tal needs. But even without asset
sales, Nortel could fund operations
through mid-2010, said UBS analyst
Nikos Theodosopoulos.

He believes a major factor press-
ing the company to consider filing
early is the limited availability of
debtor-in-possession financing. The
credit crunch has largely frozen the
DIP market over the past few
months, lenders and bankruptcy ex-
perts say. Some companies, includ-
ing Tribune Co., owner of the Chi-
cago Tribune and the Los Angeles
Times, have recently filed for bank-
ruptcy protection without first ex-
hausting their cash.

“If you are Nortel and you want to
preserve the company, you should
file earlier so you can keep the com-
pany running and renegotiate with
debt holders, and not run out of cash
and be forced to sell assets and liqui-
date,” Mr. Theodosopoulos said.

Henry Kaim, bankruptcy partner
with the law firm of King & Spald-
ing, notes that a company’s pension
obligations are another major fac-
tor influencing the timing.

Nortel is slated to contribute
$270 million to its pension fund this
year. But declines in the stock market
may have widened Nortel’s pension
deficit to $2.6 billion, estimates
Stephen Foerster, a finance professor
at the University of Western Ontario.

Had we been around then, this
would have been financed by us.
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France credits reforms
Moves helped avoid
recession—so far,
finance minister says

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

By Sebastian Moffett

And David Gauthier-Villars

PARIS—France was one of the
few big economies to grow in the
third quarter of this year, partly
thanks to recent deregulation. But
the country is unlikely to dodge re-
cession, and the first half of 2009
will be “extremely difficult,” Fi-
nance Minister Christine Lagarde
said in an interview.

France’s economy grew a tiny
0.1% in the third quarter, avoiding a
recession as defined by two straight
quarters of contracting output. The
economies of France’s big neighbors,
including Germany and the U.K., all
shrank in the third quarter.

“The whole euro zone is in reces-
sion,” said Ms. Lagarde, speaking in
her spacious office with a zebra-
striped carpet in the Ministry of Fi-
nance. “For the moment my country
has managed to escape because of
structural reform that we started
much earlier.”

France has long been criticized
for over-regulating its economy.
However, when French President
Nicolas Sarkozy was elected in May
2007, he promised to revitalize the
country’s businesses and labor mar-
ket—largely by urging people to
work and spend more.

Mr. Sarkozy named Ms. Lagarde
finance minister in June 2007. Since
then, the government has pushed
through a range of measures, includ-
ing loosening a 1998 law restricting
most salaried employees to 35
hours of work a week. Under the
new rules, companies and workers
now have more leeway—and tax in-
centives—to agree to longer hours,
though the law itself remains.

Another measure due to kick in
next year will make it easier for big
retailers to open new stores in
France, thereby encouraging both
investment and spending. Now re-
tailers need to go through years of
applications to open a new space,
but as of January that procedure
will be streamlined.

Some economists, however, are
skeptical about the depth of struc-
tural changes in France. “For the mo-
ment, it’s a lot of bluster, we haven’t
seen anything fundamental,” said
Sylvain Broyer, an economist with
French bank Natixis SA.

One danger is that future moves
to free up business will be put on
hold now that France is focused on
how to survive the world economic
slowdown. Recently, Mr. Sarkozy
has said his government would step
in to help protect key sectors, such
as the banking and auto industries
in order to alleviate the downturn.

This month, the government un-
veiled a Œ26 billion stimulus pack-
age that is mainly focused on infra-
structure projects and investments
by state-controlled firms.

The French government has also
encouraged its European neighbors
to take bold measures, fearing that
economic slowdowns in France’s
trading partners could eat into ex-
ports. A German stimulus package
adopted in November met with wide-
spread criticism for being too small.

But on Tuesday Chancellor An-

gela Merkel said Germany would de-
cide on a second fiscal-stimulus
plan in January, focusing on public
works such as investments in infra-
structure and broadband networks.
Major tax cuts for consumers aren’t
expected, unlike in the U.K., which
has cut sales taxes in the hope of
propping up consumer spending.

“The government will act again in
January,” Ms. Merkel said in a speech
at the ZEW economics institute in
Mannheim. “I think it will involve
quite a few billions” of euros, she said.

In the interview, Ms. Lagarde crit-
icized U.S. authorities for having
missed the scheme run by invest-
ment advisor Bernard L. Madoff,
which has resulted in $50 billion in
losses for investors. “Clearly, the Se-
curities and Exchange Commission
did not do its job,” she said.

Nonetheless, fallout from the fi-
nancial crisis could lead to a new
business culture in which people
will ask “the hard-core truth about
the business and the value of a busi-

ness, she said: ‘Do my products, ser-
vices and business model make
sense?’”

Now the euro zone is experienc-
ing almost daily bad news. On Tues-
day, European statistics agency Eu-
rostat said the number of people em-
ployed in the euro zone fell by 0.1%
of the work force, or 80,000 people,
in the third quarter from the previ-
ous quarter. It was the first quar-

terly drop since Eurostat records be-
gan in 1995.

The preliminary Purchasing Man-
agers Index for the 15-nation euro
zone’s manufacturing sector fell to a
new record low of 34.5 in December,
compared to 35.6 in November, ac-
cording to Markit Economics, which
produces the index.

—Marcus Walker in Berlin
contributed to this article.
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Fairfield Greenwich Group, led by Walter Noel (above), raised money from
wealthy individuals across the world for Bernard Madoff's funds.

Goldman finally slips to loss
fund, which sunk $7.5 billion into
Mr. Madoff’s fund, were part of a
larger, global network on which Mr.
Madoff relied to raise new money.
The Sentry fund was a way for cli-
ents to access Mr. Madoff’s profit-
able asset-management business
that promised low volatility and
steady returns.

Fairfield also teamed up with
banks to help distribute its Madoff-
based funds including Spain’s
Banco Santander SA private bank-
ing unit Banif, Zurich-based NPB
New Private Bank and Banque Béné-
dict Hentsch & Cie SA, of Geneva.

Mr. Noel, a financier with a home
on Round Hill Road in Greenwich,
Conn., and a vacation home on the is-
land of Mustique, founded his firm
in 1983. A graduate of Vanderbilt
University and Harvard Law School,
Mr. Noel early on established ties to
international wealth. He got his
start as a private banker in Lau-
sanne, Switzerland, before going to
work at Citigroup and then Chemi-
cal Bank.

He met his wife, who is from a
wealthy Rio de Janeiro family, while
she was studying in Boston, accord-
ing to a 2002 wedding notice in Bra-
zil’s Veja magazine. The New York
Times, in a 1994 article on their
daughter Ariane’s wedding to Mar-
cos Sodi, said the Noels “slip in and
out of different languages as if they
were loose summer shoes.”

Four of Mr. Noel’s five daughters
married men who work for him.
Yanko Della Schiava, who had
worked in marketing at two Milan
textile firms, married Lisina Adri-
enne Noel in 1991, and ended up help-
ing raise funds for Fairfield in south-
ern Europe from bases in Milan and
Lugano, an Italian-speaking town in
southern Switzerland.

Mr. Schiava didn’t return calls
seeking comment.

As well, according to Fairfield’s
Web site, its marketing manager in
Brazil is Bianca Haegler, who is Mon-
ica Noel’s niece and the daughter of
Alex Haegler, a well-to-do econo-
mist and patron of the arts in Rio.

The Haegler investment com-
pany didn’t return calls seeking com-
ment. A secretary said Mr. Haegler
and Ms. Haegler had gone to New
York and were unavailable. The fami-
ly’s key international conduit is An-
dres Piedrahita, who oversees Eu-
rope and Latin America for Fairfield
and is the husband of Mr. Noel’s
daughter Corina. Based in Madrid
and London, Mr. Piedrahita is from
Colombia and attended Boston Uni-
versity.

Spanish clients put Œ65 million
($89.1 million) into Mr. Madoff’s
funds, according to Fairfield Green-
wich offices in Spain.

Mr Piedrahita attracted not only
individual wealth but other banks
that extended Fairfield’s—and Mr.
Madoff’s—network. Banif, Banco
Santander’s private-banking arm,
ended up with clients investing
Œ19.5 million with Mr. Madoff,
partly through a fund run by Mr. Pie-
drahita on Banif’s behalf. (Clients of
Santander’s Geneva-based Optimal
fund also bought more than Œ2.3 bil-
lion in Madoff funds.)

Santander said it had “no rela-
tion” to Mr Piedrahita. “His fund-
management company has pro-
vided some funds to Banif, which in

turn marketed them to customers,”
a spokesman said.

Fairfield Greenwich in Spain
said, in a statement, it was a victim
of Mr. Madoff’s and said it would
take legal action to protect its cli-
ents.

Mr. Piedrahita didn’t respond to
requests for comment.

Among Mr. Piedrahita’s contacts
is Michael Di Picciotto, nephew of
the founder of Swiss private bank
Union Bancaire Privée and head of
the bank’s London operations.
Union Bancaire Privée, which had
$124.5 billion of assets as of June, in-
vested hundreds of millions of dol-
lars in Madoff funds.

UBP, however, wanted more
transparency. So it established a seg-
regated account and appointed inde-
pendent auditors and custodians, ac-
cording to people familiar with the
matter. The auditors and custodi-
ans, however, relied on information
from Mr. Madoff’s trading opera-
tions, one of these people said.

UBP on Monday said that its ex-
posure amounts to less than 1% of as-
sets, or less than $1.25 billion.

 —Peter Lattman, Antonio
Regalado, Sara Schaefer Muñoz

contributed to this article.

Continued from first page

Fund firm gave Madoff global reach

U.S. Fed cuts key rate to historic low range of 0% to 0.25%

Ro
b 

Ri
ch

/S
oc

ie
ty

A
llu

re
.c

om

FROM PAGE ONE

By Elisabeth Behrmann

SYDNEY—Plummeting demand
for coal has led two major produc-
ers to cut output in Australia as
steel factories around the world be-
gin shutting or lowering capacity.

Anglo-Swiss miner Xstrata PLC
and Australia’s MacArthur Coal
Ltd., the world’s biggest pulverized-
coking-coal producer, Tuesday an-
nounced they were scaling back pro-
duction and cutting a combined 410
jobs in response to the “unprece-
dented” downturn in demand.

The news indicates the down-
turn in the steel industry has fil-
tered through to the previously unaf-
fected coking-coal market.

Steel producers, including the
world’s biggest steel maker by out-
put, ArcelorMittal, have announced
output cuts of as much as 35% as de-
mand declines in the U.S. and Eu-
rope. Adding to the woes, China said
Monday industrial output in Novem-
ber grew at the slowest pace in
nearly seven years.
 —Alex Wilson

contributed to this article.

Miners slash coal output, jobs

building dropped 19% in November
to a seasonally adjusted annual rate
of 625,000 units, a record monthly
low.

Meanwhile, consumer prices
posted their second-straight record
monthly drop. Gasoline prices tum-
bled, while car dealers, retailers and
others stepped up discounting to
move goods and services.

Other official borrowing rates—
such as rates on three-month Trea-
sury bills—also have tumbled to
near zero, a level they haven’t been
near since the 1930s. The trouble for
Fed officials is that while official
borrowing rates are very low, inter-
est rates for borrowers with even a
modicum of risk remain far above
levels of a few months ago, which is
squeezing the economy.

Officials spent much of two days
of meetings deliberating over what
else the central bank can do to con-
trol a worsening crisis. With inter-
est rates near zero, there isn’t much
more the Fed can do with this tradi-
tional lever.

TheFedalreadyhasstartedacam-
paign to lend directly to damaged fi-
nancial markets and companies—al-
mostanyonewithcollateral.Itsstate-
ment Tuesday came with a promise
to extend those efforts.

“The focus of the committee’s
policy going forward will be to sup-
port the functioning of financial
markets and stimulate the economy
through open-market operations
and other measures that sustain the
size of the Federal Reserve’s bal-
ance sheet at a high level,” the Fed
said.

Two large Fed lending programs
are still being ramped up. In one, the
central bank will buy as much as
$600 billion of debt issued or guar-
anteed by Fannie Mae, Freddie Mac
and other government-backed mort-
gage businesses.

So far, the Fed has committed $8
billion to those purchases. Officials
have been relieved that mortgage
rates have come down since the pro-
gram was announced. Rates on con-
forming 30-year mortgages have
dropped to 5.28% from 6.64% since
the Fed’s previous meeting, accord-
ing to HSH Associates, a financial
publishing firm. It has been one of
the few areas in financial markets
where credit costs have shown sub-
stantial improvement in the past
few weeks.

“Over the next few quarters the
Federal Reserve will purchase large
quantities of agency debt and mort-
gage-backed securities to provide
support to the mortgage and hous-

ing markets, and it stands ready to
expand its purchases of agency debt
and mortgage-backed securities as
conditions warrant,” the Fed said.

Fed officials have high expecta-
tions for a separate program
through which they will lend as
much as $200 billion against high-
rated securities backed by car loans,
student loans, credit-card debt and
small-business loans.

U.S. officials have said the pro-
gram, called the Term Asset-Backed
Securities Loan Facility and ex-
pected to be operational in Febru-
ary, can be expanded to other asset
classes—such as commercial real-
estate loans or mortgages not
backed by Fannie and Freddie.

The program could be expanded
in other ways if it works. For in-
stance, right now it is geared to-
ward newly issued securities. But it
is feasible the Fed could also use it
to backstop previously issued securi-
ties to help banks clear room on
their balance sheets.

Fed officials say the economy
would be in much worse shape had
they not already moved aggres-
sively to lower interest rates and ex-
pand their lending facilities. Increas-
ingly, however, the economic back-
drop is looking to be grim even with
the medicine.

“The Fed gets an ‘A’ or ‘A-minus’
for effort and not very good marks
for results,” said Alan Blinder, a
Princeton economist and former
Fed vice chairman.

The Federal Open Market Com-
mittee had downgraded its unem-
ployment and economic growth pro-
jections at its previous meeting, on
Oct. 29, and things have only gotten
worse since then. The unemploy-
ment rate, at 6.7% in November, was
already above the Fed’s October
forecast for the fourth quarter and
looks sure to go higher still.

Economists at Macroeconomic
Advisers LLC, a forecasting firm,
say the nation’s gross domestic
product is on track to contract by
6.5% in the current quarter. If they
are right, it will be the worst quar-
ter since 1980.

“Sincethe committee’slastmeet-
ing,labormarketconditionshavede-
teriorated, and the available data in-
dicatethatconsumerspending,busi-
ness investment and industrial pro-
ductionhavedeclined.Financialmar-
kets remain quite strained and credit
conditions tight,” the Fed said.

The latest housing data under-
scored the grim economic setting.
The housing downturn is now more
thanthreeyearsold.“November’sre-
port for new-home production and

permit issuance indicates not only
that conditions aren’t improving in
thehousingmarket,butthatthesitu-
ation is getting worse,” said David
Crowe, chief economist with the Na-
tionalAssociation ofHome Builders.

The recent decline in mortgage
rates could help. Fed officials also
are focused on reducing other rates
relative to Treasury benchmarks, a
difference that is known on Wall
Street as a “spread.” Across a wide
range of lending, spreads have re-
mained painfully high since Septem-
ber, a sign of tight credit conditions.

One closely followed spread is
the difference between interbank
lending rates over three months and
the expected federal funds rate—a
measure of banks’ unwillingness to
lend to each other. That spread has
come down from more than three
percentage points in early October
to about 1.5 percentage points, but
it remains well above levels that pre-
vailed earlier this year.

Other spreads have continued to
marchhigher.Forinstance,double-B-
rated junk bonds now trade at more
than14percentagepointsabovecom-
parable Treasury bonds—a crushing
borrowing cost for many low-rated
companies—compared with a
spread of less than six percentage
points before September.

Continued from first page

eventually swallowed Goldman
peers including Lehman Brothers
Holdings Inc., which filed for bank-
ruptcy, and Merrill Lynch & Co.,
which folded into Bank of America
Corp. to avoid the same fate. But
now the crisis has expanded well be-
yond mortgage-related securities.

Also Tuesday, Moody’s Investors
Service downgraded its rating of
long-term senior debt of Goldman
to A1 from Aa3. The rating excludes
debt guaranteed by the Federal De-
posit Insurance Corp. The outlook
remains negative.

But principal investments and
trading at Goldman were affected
by the weak credit market and large
declines in asset values. Principal in-
vestment losses in the fourth quar-
ter included a net loss of $961 mil-
lion from real-estate principal in-
vestments, as well as a $631 million
loss related to investments in the or-
dinary shares of Industrial & Com-
mercial Bank of China Ltd.

Over time, Goldman expects
some of its principal investments
will pan out, said David Viniar, Gold-
man’s chief financial officer, during
a conference call Tuesday.

Goldman will be “extremely cau-
tious” in the near term regarding in-
vestments, but Mr. Viniar believes
there are opportunities available.

The fourth-quarter loss is larger

than analysts expected. Analysts
polled by Thomson Reuters pre-
dicted a loss of $3.73 a share on reve-
nue of $932 million.

Net revenue was negative $1.58
billion in the fourth quarter, com-
pared with positive $10.74 billion a
year earlier.

Contributing to the slide in invest-
ment-banking revenue, financial-ad-
visory revenue dropped 54% amid a
decline in industry-wide completed
mergers and acquisitions. Goldman
said its investment-banking transac-
tion backlog fell during the quarter
and ended the year “significantly
lower” than at the end of 2007. Reve-
nue plunged to negative $4.36 bil-
lion at Goldman’s trading and princi-
pal investments business, from reve-
nue of $6.93 billion a year earlier.

This is the first time Goldman re-
ported earnings since becoming a
bank-holding company in Septem-
ber. Morgan Stanley has also become
a bank-holding company. The status
provides them with access to the fed-
eral government’s $700 billion res-
cue plan, allowing them to borrow at
the Federal Reserve’s discount win-
dow and making it easier to get sta-
ble sources of funding. Goldman
Sachs and Morgan Stanley received
$10 billion from the government’s
Troubled Asset Relief Program.
 —Kerry E. Grace

contributed to this article.
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Saudis urge OPEC cuts
Minister says group
should lower output
as demand wanes

By Neil King Jr.

And Spencer Swartz

ORAN, Algeria—Saudi Arabia
opened the door for OPEC’s most
dramatic output reduction since the
1970s, calling for the group to slash
world oil supplies by at least an-
other two million barrels a day to
keep abreast of faltering demand.

Saudi Oil Minister Ali Naimi, ar-
riving for a summit here of the Orga-
nization of Petroleum Exporting
Countries, said a cut of that size was
the only way for OPEC, which sup-
plies more than 40% of the world’s
oil, “to bring things into balance.”

Combined with an earlier reduc-
tion, the cuts would total nearly
four million barrels a day in four
months—the cartel’s largest yet in
such a short time. But implement-
ing another round of deep cuts
could prove difficult for OPEC,

which is already feeling the finan-
cial squeeze from falling prices and
diminished oil exports.

Traders on the New York Mercan-
tile Exchange seemed unimpressed
by the Saudi show of resolve. The
price of U.S. benchmark crude for
January delivery, already down
more than 70% from its record high
this summer, fell 2%, or 91 cents, to
$43.60.

OPEC has trimmed output by
around 1.7 million barrels a day
since August, when oil prices began
to plummet on the heels of the glo-
bal financial crisis and sharply
weaker energy demand. Together,
the cuts would represent 4.3% of cur-
rent world demand of 85.8 million
barrels a day.

As always, much of the burden of
another cut would fall on Saudi Ara-
bia, the world’s largest oil exporter.
Mr. Naimi, normally tight-lipped in
advance of big OPEC summits,
clearly wanted to send a signal to
the oil market that Saudi Arabia was
serious about curtailing excess sup-
ply and buttressing prices. But his
announcement came on a day when
the U.S. released another round of

grim economic data, including a
steep drop in housing starts, illus-
trating how difficult it will be for
the cartel to impress a market capti-
vated by pessimistic economic tid-
ings on all sides.

OPEC, which meets officially on
Wednesday, is eager to win support
for production cuts among big non-
OPEC producers such as Russia and
Azerbaijan, both of which have sent
delegations to this week’s summit.

Russian officials are expected to
show solidarity with OPEC, but the
country’s oil fields are already de-
clining amid limited investment and
aging infrastructure. Few analysts
believe Moscow will offer cuts be-
yond the 300,000 barrels a day Rus-
sia is expected to lose in pumping ca-
pacity next year.

Arriving at the airport, Russia’s
top energy official, Deputy Prime
Minister Igor Sechin, said Russia
last month cut its output by 1.5 mil-
lion tons. A monthly cut of that size
would be the equivalent of around
300,000 barrels a day. Mr. Sechin
said later that Russia would be will-
ing to cut further if market condi-
tions warranted. OPEC officials say

they are looking for non-OPEC coun-
tries, possibly including Kazakh-
stan, to offer cuts of up to 600,000
barrels a day.

Demand has gone so slack that
many oil traders, as well as big oil
companies such Royal Dutch Shell
PLC and BP PLC, are simply stashing
supply in supertankers. The amount
of oil in floating storage off Texas,
West Africa, Iran and other big pro-
ducing regions has more than dou-

bled in the last two months to at least
40 million barrels, oil analysts say.

OPEC’s challenge now will be to
cut swiftly enough to soak up that
excess supply and perhaps even
drive prices back above $50 or $60 a
barrel. That could prove difficult un-
til world demand begins to rebound,
which few analysts predict will hap-
pen until later next year.
 —Hassan Hafidh

contributed to this article.

Ali Naimi, Saudi Arabia’s oil minister, arrived in Oran, Algeria on Tuesday. The
Saudis have called for OPEC to slash output targets at its Wednesday meeting.
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G laxoSmithKline Pte Ltd (GSK) is serious about
going green. The company recently installed
one of the largest solar panel arrays in

Singapore; it also uses infrared technology, which
shows hot spots, to check the insulation at the two drug
manufacturing plants it operates here. GSK has even
installed a computerized system that monitors energy
consumption in every part of each building.

“If I were to leave my air-conditioning on in my office
when I went home for the weekend, they can tell me I’ve
done that,” says Chris Dobson, GSK’s Vice-President of
Global Manufacturing and Supply.

These are just a few of over 160 energy-saving
initiatives the companyput in place over a four-year period
– and it’s paid off. Despite a 40% increase in output
at the two drug manufacturing plants GSK operates in

Singapore, the company’s energy consumption has
hardly increased at all.

Those efforts put GSK in the top spot in the
environmental management category at MAXA,
Singapore’s manufacturing excellence awards. MAXA,
which is run in partnership by the Singapore Economic
Development Board, McKinsey & Company and the
Singapore-MIT Alliance, was put together three years
ago to spotlight the high standards in manufacturing
innovation and excellence set by companies in
Singapore. This year’s overall MAXA winner was
Keppel FELS Ltd., the world leader in designing and
building jack-up and submersible oil rigs.

Encouraging companies to go green is part of
Singapore’s push to move it’s economy further up the
value chain. Singapore has successfully turned itself
as a research and development hub for sectors ranging
from life sciences and pharmaceuticals to high value-
added electronics. The city-state’s newest initiative,
called Future.Singapore, aims to position the country
as a test bed and working model for businesses that
want to develop new ideas, new technologies and new
business models. A key part of the Future.Singapore
plan is to become a hub for environmental solutions.

Clean technologies already form a fast-growing part
of Singapore’s manufacturing sector. The city-state is
a major hub for water-treatment research: the Danish
Hydraulic Institute, Keppel Corp., and a new joint venture
betweenSingaporeanwater treatment firmHyfluxLtd and
America’s Marmon Group LLC., have all set up research
units here to develop new technologies and products.
Last year Norway-based Renewable Energy Corporation
ASA said it would invest US$6.3 billion to build the
world’s largest integrated solar manufacturing complex
in Singapore. The plant, which is under construction, will
incorporate wafer, cell and module production facilities,
and will have the potential to reach 1.5 gigawatts in
production capacity, roughly three-quarters of the total
global output in 2006. In March, 2008, NorSun AS,
another Norwegian company, announced its own plans
to build a solar wafer fabrication plant in Singapore.

Even as Singapore expands its green industries,
companies across the manufacturing sector are moving
environmental management issues up the agenda. All
of the MAXA finalists had aggressive environmental
management plans in place. The Singapore unit of
Taiwan-based chip maker United Microelectronics
Corp., for example, has set greenhouse gas emission
targets that are far lower than its peers: the company’s
emissions are just 28% of the World Semiconductor
Council’s average.

“Companies are really waking up to the green
theme,” says Valentin Safir, Associate Principal at
McKinsey. The UN’s push to cut carbon emissions
by 40% is starting to impact the way manufacturing
companies across the world think, Mr. Safir says, adding
“almost all of this year’s MAXA participants had solid
action plans that had produced tangible results”.

GSK’s initiatives were part of the company’s global
push to control energy use. The Singapore unit formed

an energy conservation team in 2002, which has helped
put a raft of measures in place, including variable-drive
motors on hundreds of pumps that handle chemicals
and solvents, and highly-efficient refrigeration, replacing
ozone-depleting coolants.

GSK is one of the largest investors Singapore’s
burgeoning biomedical sector. Its operations here span
the entire value chain, from drug discovery to clinical
research to manufacturing. GSK opened a pilot plant in
Singapore earlier this year that manufactures drugs that
are needed for clinical trails.

GSK, which has been in Singapore for 25 years,
chose the city-state both as its regional headquarters
and a site for everything from research to manufacturing
because of the city-state’s pro-business, stable
government, and strong intellectual property laws, says
Mr. Dobson.

“There is also great infrastructure. The planes take
off on time, which is important as a global distributor.
And in terms of reliability, the lights go off when we turn
them off, not when something goes wrong,” says Mr.
Dobson. “The reason we’ve continued to invest because
the long-term approach the government takes allows
us to plan for the long term. You can form a long-term
relationship with the government in Singapore, and trust
it,” Mr. Dobson says.

Special Advertising Feature

Factories’ environmental push mirrors Singapore’s green plan

From left to right:

Ms Yoshiko Rosche – Translator, Dr Yoshiyuki Kaneda – Executive Deputy President
Emeritus, Sony Corporation, Professor Lord Bhattacharyya KB CBE, Professor
of Manufacturing, Director of Warwick Manufacturing Group, University of
Warwick, Mr. Raphael Pura – Deputy Bureau Chief, South & Southeast Asia,
The Wall Street Journal, Mr Chris Dobson – Vice President, Global Manufacturing
& Supply, GlaxoSmithKline, Mr Anthony Yung – Senior Director of Operations,
Applied Biosystems B.V.

MrChrisDobson–VicePresident,GlobalManufacturing&Supply,GlaxoSmithKline

Professor S Jayakumar – Guest-of-Honour & Deputy Prime Minister and
Coordinating Minister for National Security
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Europe real estate heading for a train wreck
As the economy sags,
rents are likely to fall,
while vacancies rise

By William Boston

SPECIAL TO THE WSJ
BERLIN—Bad news for European

real-estate investors and lenders
who have just struggled through
2008: Next year will likely be even
worse.

As bad as this year has been,
most owners have been able to gen-
erate enough rental income to stay
current on their mortgages. While
rents have fallen, the biggest prob-
lem has been the evaporation of
credit, which has jammed the brakes
on the sales market while making re-
financing difficult, if not impossible.

But next year, the sagging econ-
omy will likely catch up with many
properties, pushing vacancies up
and rents down further. That will
make paying debt service much
more difficult, especially for those
who bought at the top of the market,
embracing rosy projections.

Looked at another way, 2008 was
like a train that has been running on a
collision course. Next year it will fi-
nally reach its destination. “It will be

a year that will separate the wheat
from the chaff. Some will survive, but
many won’t,” says Paul Guest, head
of European research at property ser-
vices group Jones Lang Lasalle.

The global economy is tipping to-
ward recession. The International
Monetary Fund warned this week
that it will likely cut its economic
outlook for 2009, which is currently
2.2%. “The possibility of a global re-
cession is real. We realize some-
thing must be done,” says Domin-
ique Strauss-Kahn, IMF president.

What does that mean for prop-
erty markets? Last year rental in-
come was one of the last signs of en-
couragement. Throughout the year,
property companies pointed to rela-
tively stable rent as a small hope.

But that stability was more a re-
flection of long-term leases than cur-
rent market conditions. New leases
will be made at lower rates and
these rates will be locked in for
years. Some tenants still paying top
rent will begin to squeal as eco-
nomic pressure tightens, and land-
lords will have little choice but to ac-
commodate them.

At the same time, businesses will
give up space as they fail or contract.
“The biggest risks to property com-
panies in 2009 are the economy and
the rental market,” says Mr. Guest.

Prime office rents in London’s fi-
nancial district are expected to fall
12.7% next year, after a decline of
13.1% this year, according to the lat-
est consensus forecasts by the Lon-
don-based Investment Property Fo-
rum. In London’s West End, rents
are expected to fall 9.2% next year af-
ter falling 5.4% this year.

It’s the same story in other Euro-
pean cities, with the sharpest falls
expected in Madrid, minus 10.1%,
Dublin down 8.3%, and Barcelona,
with a 7.5% decline. The only excep-
tions in the 30 cities covered by the
forecast are Warsaw, Prague, Mu-
nich and Vienna, where rents are ex-

pected to grow slightly in 2009.
Data for the IPF forecasts, while

the most recent, were collected be-
fore the major concussions hit the
capital and real-estate markets in
September and October. As a result,
IPF expects that reality may be
worse than its forecasts.

For property companies, falling
rent means declining revenue and
weaker profit.

“The key thing happening in 2009
is that we will see rental growth af-
fected and that will feed through to
income,” said Nick Axford, head of Eu-
ropean research for property consult-
ants CB Richard Ellis.

But it also means it gets harder
for companies to service debt and
stay within their loan covenants.
The expected decline in rental in-
come, combined with a further fall
in capital values is why property ana-
lysts expect 2009 to be a year of
forced sales as property companies
and funds sell assets to stay liquid.

There will also be plenty of oppor-
tunities for investors poised to strike
next year. Property yields in many Eu-
ropean markets are near all-time
maximum levels, making property in
some markets very attractive for the
few buyers who still have access to
debt or those who don’t need it.

An annual investment-strategy
study published by Jones Lang La-
Salle this week suggests that re-pric-
ing of property has happened faster
in the U.K. than anywhere else, mak-
ing U.K. property among the best
buys world-wide.

One reason why U.K. property is
attractive is that yields have moved
out farther than in other European
markets and property valuations
have fallen more steeply. There is
also a currency advantage for for-
eign buyers because of the weaker
pound against the dollar and the
yen. The extent of the correction in
the U.K. makes the potential return
higher on the rebound.

THE PROPERTY REPORT
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GRAND CAYMAN ISLAND
Prime Commercial Property fronting
on West Bay Road, the island’s main
thoroughfare, across from Plantana and
The Great House condos on Seven Mile
Beach. Land is fi l led and ready to
develop or land bank. No property taxes
here! Will subdivide. 1-14 acres available.
Asking US$37.80/sf. Negotiable.

345.623.4411
info@cirealty.ky

GRAND CAYMAN ISLAND
Commercial Office Building. All units
condominiumized. Leased spaces
provide 8.5% return on investment.
Some vacant spaces avai lable for
purchaser use. Will sell individual units
or blocks of units. Smallest 640sf.;
largest 20,000sf. Selling at US$311 –
329/sf. Proforma available on request.

345.623.4411
info@cirealty.ky

FLORIDA TIMBERLAND
OPPORTUNITY

70,000+ AC for sale
One of the best timberland
investment packages with future
development potential that we have
ever offered. Make an investment in a
tangible asset.

Contact JohnWhite or Ralph Long
www.stregispaper.com

St. Regis Paper Co
478-987-9700

ORLANDO, FLORIDA
3Minutes to DisneyWorld

Prime Lake Front Site - All entitlements paid,
approved convention center designation.
Ready for development of 2500 high end
suite hotel. Priced below current appraisal.

barryhighland@aol.com
or 561-674-0031

Bay & Ocean Views
30 Lot subdivision for sale

& Turn-Key development
& Beautiful Stucco &Wrought Iron

Fencing Encompasses Community
& Dancing Water Fountains

- GORGEOUS -
843-272-2627

jsheahan409@gmail.com

Myrtle Beach/Murrells Inlet S.C.

How To Purchase A Home Depot,
WalMart or US Post Office

With Your IRA
Free book and DVD reveals how my
clients purchase great commercial
real estate properties with their
IRA and profit from large cash flows
and property values all tax deferred.

Quantities Limited.
Call 1-800-471-0856 ID 2100,

no one will talk to you.

APPLEBEE’S 7 CAP
15-yr NNN 7.5 inc. 5 yr
Largest franchisee
916.920.4432

Walter@svn.com

Owner reserves the right to remove the property or properties from the market at any time,
and expressly reserves the right at its sole discretion to reject any or all proposals or expressions of interest in the property,

and to terminate discussions with any party at any time.

Located in North Houston
Near George Bush/Intercontinental Airport

9,000 +/- Contiguous Acres

§ Approx 12 miles from the Master-Planned
"Kingwood" Dev. and the Intercontinental Airport.
§ Preliminary Master-Planned community with

mixed use/single family development
in final stages of a District formation.

§ Extensive timber reserves.
§ Located in dynamic North Houston Energy Corridor.

§ Investor priced for year-end close.
§ Sealed bids due November 26th.

§ Investment inquiries can be made through
e-mail to: rexrealestate@msn.com

Property information can be obtained by
visiting our website at:

www.rexrealestatetx.com

DISTRESSED R.E. ASSETS
FOR SALE - U.S.A.

50-60% Under Market Value!
$50Million - $2 Billion & Up.

Brokers Protected.
213-380-7696

hsjacobs@sbcglobal.net

Industrial Investment
with long term leases

$17.5MM in Provo, Utah.
Excellent future upside
Absolute NNN leases,

strong tenants.
Call Eli Mills 801.578.5505

Tel: 44-20-7842-9600
or 49-69-971-4280

Where Real Estate
Professionals

Conduct Business
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EU is dealt a likely blow
over pharmacy ownership

France sets steel price-fixing fines

Several units of ArcelorMittal are among 11 companies fined by France’s
competition council for running a price-fixing cartel. Arcelor said it will appeal.

Oilexco’s struggles epitomize industry
Credit crisis, drop in oil prices have smaller independent oil companies slashing budgets, scrambling for funds

By Alex MacDonald

The French competition council
on Tuesday fined 11 companies, in-
cluding several units of steel giant
ArcelorMittal, a record Œ575.4 mil-
lion ($788.8 million) for allegedly
running a price-fixing cartel.

Luxembourg-based ArcelorMit-
tal, the world’s largest steelmaker,
said it expects to appeal its portion
of the fine, which totals Œ301.8 mil-
lion.

“ArcelorMittal takes matters of
this nature extremely seriously and
has a rigorous global compliance
program in place to combat anticom-
petitive practices,” a spokesman
said. “At this time the company has
no further comment to make on the
situation.”

Besides units of ArcelorMittal,
other companies charged include di-
visions of Klöckner & Co. of Ger-
many and Descours & Cabaud SA of
France and Duferco Group.

The investigation, conducted by
France’s economy minister and the
competition council, found that the
companies coordinated their offers
to steel-products distributors in
terms of pricing and other condi-
tions over a five-year period be-
tween mid-1999 and mid-2004.

At that time, the three Arcelor-
Mittal units were owned by Arcelor
SA, which later merged with Mittal
Steel.

“These actions are exceptionally
serious,” the competition council

said, adding that companies coordi-
nated with each other on prices, al-
lotting customers and markets, “kill-
ing all competition mechanisms be-
tween the concerned companies.”

The damage to France’s econ-
omy amounts to “several hundreds
of millions of euros,” the council
said.

The council fined Klöckner
Œ169.3 million, Descours & Cabaud
Œ82.6 million, and Duferco Œ12 mil-
lion. Klöckner said it would appeal
on grounds the fine was incorrectly
calculated based on global sales
rather than much smaller sales by
its French subsidiary.

Separately, ArcelorMittal lost a
battle in the European Court of Jus-
tice against what it saw as unfair-
ness in how industries are covered
by the EU’s carbon-trading system.

The law establishing the system
“does not breach the principle of
equal treatment,” the court said in a
statement on Tuesday.

Eight ArcelorMittal units argued
that the system discriminates
against steel producers, because it
doesn’t cover aluminum or plastic-
producing chemical companies.
 —Geraldine Amiel

and Mike Gordon
contributed to this article.

By Mike Gordon

LUXEMBOURG—German and
Italian laws restricting who may
own and operate a pharmacy are jus-
tified under European law, a senior
legal adviser to Europe’s highest
court said Tuesday, in a legal opin-
ion handed down for two similar
cases.

The opinion is likely to be a blow
for the European Commission, the
European Union’s executive arm,
which has sought to open the bloc’s
pharmacy market to more competi-
tion and sees many national restric-
tions on the sector as unjustifiable.

Restrictions on people who want
to operate pharmacies in the two
countries are “justified by the objec-
tive of protecting public health,” Ad-
vocate General Yves Bot said in a
court press statement.

Legal opinions are routinely pre-
pared in European Court of Justice
cases by senior court advisers
known as advocates general. The ad-
viser’s proposed ruling isn’t binding
on the court, but is followed in the
final ruling in roughly 80% of cases.

Two separate cases are being
heard by the court, one involving a
national case in Germany and the
other brought by the commission
against Italy.

In the German case, the pharma-
cists’ organization of the region of
Saarland has challenged the local

government’s decision to authorize
DocMorris, a unit of Celesio AG, to
operate a pharmacy in the German
city of Saarbrücken, arguing that
German law prevents companies
from owning pharmacies.

In September, the commission,
as part of infringement proceed-
ings, asked Germany to review its
pharmacy-ownership rules, saying
the rules were too strict by prohibit-
ing nonpharmacists from owning
pharmacies, while limiting existing
licenseholders to owning a maxi-
mum of four pharmacies.

In the Italian case, the commis-
sion is challenging a law on phar-
macy ownership, arguing that it
goes against the European rules of
freedom to set up a business. Under
the Italian law, only qualified phar-
macists or groups of such individu-
als can own pharmacies. The law
also prevents pharmaceutical-distri-
bution companies from owning
pharmacies.

At the joint hearing in these two
cases, representatives of member
states opposed to removing the na-
tional ownership restrictions
claimed that doing so would in-
fringe on their citizens’ health.

The commission has noted the
opinion and will now “wait for the
court ruling,” said Oliver Drewes,
spokesman for internal markets.

 —Peppi Kiviniemi in Brussels
contributed to this article.

By James Herron

LONDON—Canadian oil com-
pany Oilexco Inc.’s struggles to re-
new its financing illustrate the prob-
lems faced by small and midsize oil
explorers and producers in the cur-
rent market climate.

Until a few months ago, Oilexco
was feted for its growth and oil dis-
coveries in the North Sea. But in just
a few months the company has gone
from an ambitious drilling and de-
velopment program to slashing out-
put targets, scrambling for funds
and asking a banker to seek poten-
tial partners on its behalf.

Oilexco’s predicament under-
scores how the credit crisis is threat-
ening the business model of inde-
pendent companies across the oil
patch. These companies borrowed
heavily and sold shares to fund ag-
gressive exploration programs. But
in the current debt and equity
drought, and with oil prices falling
steeply from their summer high, the
companies are now being forced to
cut their capital budgets, and in
some cases sell assets.

Oilexco was set up in 1994 by
President and Chief Executive
Arthur Millholland, a petroleum ge-
ologist. After abortive forays into
other regions, the company was at-
tracted in 2002 by a new licensing
regime designed to encourage
smaller companies to develop left-
over areas of the U.K.’s well-ex-
plored North Sea area.

By 2004, Oilexco was sinking
wells off the coast of Scotland and
proving that a number of prospects

overlooked by the major oil compa-
nies held substantial reserves that
could be significantly profitable as
oil prices rose.

By the second half of 2007,
Oilexco was producing as many as
30,000 barrels of oil a day from the
Brenda and Nicol fields, up from just
a few hundred a day for the com-
pany in 2005. It also had discovered
Huntington, one of the largest oil
finds in the North Sea for years.
Some analysts estimate Huntington
could hold 100 million barrels—
more than double the size of the ma-
jority of recent discoveries.

Oilexco was well rewarded for its

success. Between raising $30 mil-
lion Canadian dollars (US$24.3 mil-
lion) for its first drilling program on
the Toronto exchange at the end of
2003 and laying out an ambitious
C$700 million one-year spending
plan at the end of 2007, its share
price increased more than tenfold.

In that period, Oilexco was the
most-active operator of exploration
and appraisal wells in the U.K. North
Sea. “They were riding a wave—us-
ing Brenda and Nicol cash flow and
debt to fund rig contracts and explo-
ration,” said Oriel Securities analyst
Richard Rose.

The wave broke in October when

Oilexco said “unprecedented liquid-
ity and volatility issues facing the
credit markets” had wrecked talks
with Royal Bank of Scotland Group
PLC to renew and expand a US$700
million credit facility that was vital
for Oilexco’s development plans
next year. Just over a month later,
Oilexco’s attempts to raise C$150
million from a convertible-bond is-
sued at a 15% interest rate was aban-
doned after the board said it would
weaken the holdings of existing
shareholders too much.

Meanwhile, Oilexco said on
Oct. 8 that it would have to slash its
production target for the end of

2008 by 25%.
Oilexco declined to comment. In

a statement after the cancellation of
its bond issue on Nov. 20, the com-
pany said it had appointed Morgan
Stanley to help it study other fund-
ing options, such as seeking gener-
ally more expensive unsecured debt
or transactions or partnerships
with other companies. It has until
Jan. 31, when £30 million ($45.9 mil-
lion) of RBS debt is due, to find a so-
lution, or else it will be declared in
default. Meanwhile, the company’s
shares are down about 80% since
the start of October, to C$1.88 on
Tuesday.

The company’s current options
are challenging. Debt markets are
largely shut to the smaller oil and
gas companies and there are barri-
ers to mergers and acquisitions,
said Michael Powell, head of oil and
gas at Barclays Capital, the invest-
ment-banking arm of Barclays PLC.

As long as the depth and the
length of the economic downturn re-
mains uncertain, companies are
“watching their cash position very
carefully,” he said.

Oriel’s Mr. Rose said the most
likely way for Oilexco to raise
money is “the sale of the company
or the piecemeal sale of assets,”
given the current challenges in rais-
ing equity or debt.

Huntington is large enough to at-
tract the interest of larger indepen-
dent companies, but it isn’t clear
that any of them would be keen to
take on Oilexco’s debt, which stood
at $560 million at the end of the
third quarter, or its costly rig com-
mitments, Mr. Rose added.
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Diminishing returns
A decline in U.K. North Sea oil production is accelerating as small oil 
companies struggle with debt, rising costs and falling prices.
In millions of barrels of oil equivalent per day.

Source: Oil and Gas, U.K.
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which processes
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Brenda, Nicol,
Balmoral Stirling
and Glamis fields
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In Berlin’s boar war, some side with hogs
City appoints band
of hunters to track
streetwise swine

By Marcus Walker

Berlin

G
ABRIELE Klose simply
couldn’t let the hunter
kill the wild boar running
around her flower store.
Not after it looked up at

her with big, innocent eyes.
The hairy beast was one of thou-

sands of wild boars that have discov-
ered the charms of urban living in
Germany’s leafy capital city. When
the creature trotted out of rush-
hour traffic one morning last month
to root around the flower store, Ms.
Klose’s first thought was: “That is
one ugly dog.”

After a second glance, Ms. Klose
phoned the police for safety—and a
local tabloid for publicity. The police
called in Matthias Eggert, one of a
crack band of hunters with license to
kill hogs in urban areas. But Mr. Egg-
ert’s plan to dispatch the
boar appalled Ms. Klose.
The hunter says the tabloid
reporter brandished a cam-
era and warned him he’d
have the whole of Berlin on
his case if he pulled the trig-
ger. Mr. Eggert sensed a PR
debacle, so he phoned
around untilhefound an ani-
malsanctuary about 65 kilo-
meters from Berlin that
granted the boar asylum
and named the swine
“Amanda.”

Mr. Eggert, a 55-year-old for-
estry official, fumes at Berlin’s “veg-
ans and whatnot” who are, he thinks,
too sentimental about the city’s
pesky boars. “If we don’t get brutally
pragmatic, the problem is going to
get totally out of hand,” he says. Ber-
lin’s wooded parks, suburbs and in-

creasingly mild winters make it Eu-
rope’s capital city for sus scrofa, the
wild, tusked ancestor of the domes-
tic pig. The booming population of
porkers has Germans on the run, re-
versing the natural order of things.

Boars like to dig up worms and
grubs with their snouts, churning
manicured gardens into muddy bat-
tlefields. They’ve plowed up parks,
cemeteries and even the training
groundof Berlin’smajor-leaguefoot-
ball team, Herta BSC.

The swine are an obstacle on Ber-
lin’s streets, where 211 have died in
traffic accidents in the past eight
months. But despite the porcine
problem, part ofBerlin’s human pop-
ulation is siding with the boars
against those who shoot them. Ur-
ban hunters have been beaten with
sticks, called “murderers” and had
their tires slashed. Mr. Eggert once
had to call for police protection
when a crowd of young partygoers,
enraged after he shot a boar that had
been wounded by a car, threatened
to beat him up.

The boars are usually peace-lov-
ing. But 113-kilogram adults armed
with sharp, upward-curving tusks
can be dangerous if they think

they’re cornered. In Octo-
ber, when hunters shot a
tusker in a cornfield south
of Berlin, the wounded ani-
mal counterattacked, kill-
ingonemanandinjuringan-
other who’d come to finish
it off. Every year in Berlin
several dogs are gored to
death after rashly challeng-
ing boars to a fight. On one
occasion, three boars got
lost in a day-care center on
Alexanderplatz in the heart

of Berlin and panicked. The children
hadn’t arrived for the day yet, but the
boars nearly gored the janitor.

The growing threat to life, limb
and lawns has led Berlin to take ex-
traordinary measures. In 2002, City
Hall began appointing special
Stadtjäger, or “urban hunters.”
Some are police by day, others are

veterinarians. A couple, like Mr. Egg-
ert, are foresters. Their quarry is
streetwise. “Some swine know the
city better than we do,” says Mr. Egg-
ert. “They know every gap in a
fence, every abandoned building
they can hide in.”

Firing a hunting rifle in the city is
a tricky business.Hunters have to de-
cline risky shots: A bullet that rico-
chets off cobblestones can fly a long
way. But hunting in the forests
around Berlin isn’t enough to control
boar numbers. Too many boars live
intown full-time because they’ve fig-
ured out it’s safer, says Derk Ehlert,
City Hall’s special commissioner for
wildlife. Other boars relocate to the
suburbs only on weekends during
the hunting season, returning to the
forests on Mondays when the hunt-
ers and dogs have gone.

“Boars are extremely smart,”
says Mr. Ehlert, a trained biologist.
“If they weren’t so smart, they

wouldn’t be so successful.”
Hunters have shot over 500

boars in urban areas since April, but
boar numbers keep rising. Up to
7,000 now live in the city, Mr. Ehlert
estimates. “There is no way that
hunting can get rid of them all,” he
says. “Ultimately we must learn to
share the city with the swine.” The
key to peaceful coexistence is no
fraternizing, says Mr. Ehlert.

One pack (called a “sounder”) of
boars took to hanging out at a play-
ground in Berlin’s posh Dahlem dis-
trict.The chief sow sunbathed on the
warm tarmac of a main road, holding
up traffic, while her striped suck-
lings played with children.

“If one piglet had squealed be-
cause a kid had held it wrongly, the
sow would have attacked,” says Mr.
Ehlert. He had police cordon off the
playground while hunters gunned
down the entire sounder in front of

shocked residents.
On a recent snowy evening, Mr.

Ehlert stopped his van near a derelict
U.S. listening station on a hilltop in
former West Berlin. During the Cold
War, the U.S.’s National Security
Agency eavesdropped on the Soviet
bloc from here. Now the hill is crawl-
ing with boars. One by one, they
emerged from the trees, grunting in
expectation, until 15 plump hogs sur-
rounded the van. “Someone is clearly
feeding them,” says Mr. Ehlert.
That’s illegal, because it leads to inap-
propriate boar-human mingling.

Some Berliners are defying the
law every night, bringing boars
food out of affection for the beasts.
Unemployed truck driver Michael
Gericke opened the trunk of his
white Mercedes and tossed corn
onto a parking lot. A score of hogs
scrimmaged over the spoils. One
tried to climb into the trunk.

Mr. Gericke says he has been
feeding boars here every night for
12 years. Every two weeks he spends
Œ15, or about $20, of his jobless bene-
fits on a 45-kilogram sack of corn.

Only a handful of people have
come out to feed the foragers on
this December night. In summer-
time, says Mr. Gericke, hundreds of
Berliners show up.

Berlin’s forestry officials say
they’re filing charges against Mr.
Gericke that could lead to a hefty
fine. Mr. Gericke says that won’t stop
him. “Even if they send me to prison
instead, I won’t stop.”

Mr. Eggert, the hunter, thinks it’s
time Berlin’s authorities got tough.
Hesays: “We shouldjust gatherhunt-
ers at the these feeding sites, make
the civilians stand aside, and feed
the swine with lead.”

Europe real estate
is heading for a train
wreck. Page 30

Do we still pay more
for ‘green’ products?
WSJ.com/Runway

By Lauren A.E. Schuker

More than 100 prominent actors,
including Tom Hanks and George
Clooney, sent a letter on Monday to
the leadership of the Screen Actors
Guild urging the union to cancel a
coming strike-authorization vote.

The letter is the latest sign of
mounting divisions within the
120,000-member guild, which is
struggling to garner support from
its ranks for a strike-authorization
vote in January. Support for a strike
isn’t clear amid the bad economy
and following a Hollywood screen-
writers strike that brought the in-
dustry to a halt earlier this year.

“We feel very strongly that SAG
members should not vote to autho-

rize a strike at this time,” the actors
wrote. “We don’t think that an au-
thorization can be looked at as
merely a bargaining tool.”

Negotiations between SAG and
the studios stalled earlier this year,
and the actors have been working
without a contract since the previ-
ous one expired June 30. A federal
mediator intervened last month,
but broke off talks after two days,
triggering SAG’s recent move to call
for a strike-authorization vote.

But that vote might not happen.
Over the weekend, some SAG board
members came out against strike au-
thorization, calling for the guild to
cancel the strike referendum be-
cause of the falteringeconomy and
bring in a new team of negotiators

to replace the current negotiating
committee.

SAG National President Alan
Rosenberg also canceled an emer-
gency board meeting after infight-
ing erupted over its format. Mr.
Rosenberg wasn’t available to com-
ment.

Monday’s letter from A-list ac-
tors came just hours before a town-
hall meeting began in New York,
where Mr. Rosenberg and SAG Na-
tional Director Doug Allen were to
try to persuade local members to
support strike authorization.

To strike, SAG needs 75% of the
voting members to approve the ref-
erendum. If approved, a strike could
happen as early as late January, po-
tentially disrupting plans for the
Academy Awards in February.

A-list actors urge union: ‘On with the show’

LVMH cancels plans for a new flagship
store in Tokyo, signaling how the slump is
hitting the luxury-goods industry. Page 6
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Berlin’s leafy parks, suburbs and mild winters have made it a wild boar haven. The swine are an obstacle on the city’s streets.

Matthias Eggert

WSJ.com

SAG members rally in Los Angeles in
June, before their contract expired.

Online today
See photos of boars in Berlin,

at WSJ.com/World
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It took us 125 years to use
the first trillion barrels of oil.

We’ll use the next trillion in 30.

Energy will be one of the defining issues of this ce
ntury. One thing is clear:

the era of easy oil is ov
er. What we all do next will determ

ine how well we

meet the energy needs of the entire world in this century and beyond.

Demand is soaring like never before. A
s populations grow and economies

takeoff,millions in thedev
elopingworlda

reenjoyingthe
benefitsofa life

style

that requires inc
reasingamountsofenergy.

In fact, somesaythat in25y
ears the

worldwill consu
meabout 50%moreoil than it do

es today.At the
same time,

manyof theworld
’s oil andgas fie

lds arematuring.Andnew
energydiscover

ies

aremainly occurring i
n places where re

sources are diffi
cult to extract, physical

ly,

economically and even politically. When growing demandmeets tighter sup
plies,

the result is more competition for the same resources.

We can wait until a crisis forces us
to do something. Or we can commit to

working togeth
er, and start by asking the tough questions: How

do we

meet the energy needs of the developing world and those of industrialize
d

nations?What role will ren
ewables and alt

ernative energ
ies play?What is

thebestwaytop
rotectourenviro

nment?Howdoweaccelerate
ourconservatio

n

efforts?Whatever actions
we take, wemust look not just

to next year, bu
t to

the next 50 years.

At Chevron, we
believe that innovation

, collaboration
and conservation are

the cornerstones o
n which to build this new world. We cannot do this alone.

Corporations, g
overnments and every citizen of this planet m

ust be part of

the solution as surely as the
y are part of th

e problem. We call upon scientists

and educators, poli
ticians and policy-makers, environm

entalists, leade
rs of

industry and each one of you to be part of reshapi
ng the next era of energy.

So why should you care?

CHEVRON is a registered trademark of Chevron Intellectual Property LLC. The CHEVRON HALLMARK and HUMAN ENERGY are trademarks of Chevron Intellectual Property LLC. ©2008 Chevron Corporation. All rights reserved.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 37.40 $28.23 1.10 4.05%
Alcoa AA 18.10 10.39 0.48 4.84%
AmExpress AXP 19.80 20.06 0.72 3.72%
BankAm BAC 170.90 15.10 0.99 7.02%
Boeing BA 9.90 41.90 3.16 8.16%
Caterpillar CAT 9.50 43.80 1.59 3.77%
Chevron CVX 19.40 79.01 0.80 1.02%
Citigroup C 193.80 8.23 0.83 11.22%
CocaCola KO 14.50 46.46 1.49 3.31%
Disney DIS 18.00 23.78 1.01 4.44%
DuPont DD 8.50 27.59 1.42 5.43%
ExxonMobil XOM 50.70 83.14 3.19 3.99%
GenElec GE 104.10 17.92 0.97 5.72%
GenMotor GM 21.10 4.25 0.17 4.17%
HewlettPk HPQ 16.10 36.32 1.50 4.31%
HomeDpt HD 23.00 24.32 0.91 3.89%
Intel INTC 92.60 15.64 1.05 7.20%
IBM IBM 8.90 86.40 3.63 4.39%
JPMorgChas JPM 66.50 32.35 3.72 12.99%
JohnsJohns JNJ 14.80 59.60 1.79 3.10%
KftFoods KFT 12.50 27.31 0.57 2.13%
McDonalds MCD 11.50 62.92 2.23 3.67%
Merck MRK 13.60 27.91 1.31 4.92%
Microsoft MSFT 86.90 20.11 1.07 5.62%
Pfizer PFE 55.60 17.36 0.73 4.39%
ProctGamb PG 15.30 61.62 2.26 3.81%
3M MMM 8.30 58.32 2.69 4.84%
UnitedTech UTX 8.20 51.67 2.04 4.11%
Verizon VZ 23.00 33.50 1.20 3.72%
WalMart WMT 19.90 55.24 0.53 0.97%

Dow Jones Industrial Average P/E: 18
LAST: 8924.14 s 359.61, or 4.20%

YEAR TO DATE: t 4,340.68, or 32.7%

OVER 52 WEEKS t 4,308.33, or 32.6%

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

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

Behind Asia’s deals: Bank revenue rankings, North Asia
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

PERCENTAGE OF TOTAL REVENUE
Revenue, Market Equity Debt Mergers &
in millions share capital markets capital markets acquisitions Loans

Morgan Stanley $98 5.2% 49% 2% 49% …%

Citi 89 4.7% 46% 8% 44% 3%

UBS 88 4.7% 48% 7% 46% …%

Credit Suisse 79 4.2% 50% …% 43% 6%

JPMorgan 76 4.0% 23% 8% 68% 1%

Goldman Sachs 74 3.9% 41% 1% 58% …%

Merrill Lynch 71 3.8% 53% 6% 41% …%

Bank of China Ltd 62 3.3% 14% 23% 3% 60%

China International Cptl Corp Ltd 54 2.9% 22% 32% 46% …%

Source: Dealogic

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

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

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

Renault 479 –39 –51 87 WPP 2005  610 13 64 284

Bay Motoren Werke 453 –39 –44 81 Norske Skogindustrier  1341 14 –32 135

Daimler 476 –33 –43 89 FCE Bk  1682 15 –8 165

Porsche Automobil Hldg  813 –31 46 229 Rallye 1317 16 15 252

GKN Hldgs  1009 –22 14 422 Hammerson  985 16 70 178

Peugeot 471 –21 –21 86 Alcatel Lucent 1356 17 37 142

Valeo 767 –21 76 297 Old Mut  1626 22 68 978

Tomkins  823 –17 49 279 Vivendi 239 22 63 106

CIE Fin Michelin 574 –17 –23 191 ISS Glob  918 52 46 139

AB Volvo 633 –15 11 233 Corus Group 1132 81 201 406

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’s best and worst…
Market value, Previous

in billions close, in STOCK PERFORMANCE
Company Country Industry of US$ local currency Previous session 52-week Three-year

AXA France Full Line Insurance $45.0 15.85 5.04% –40.8% –41.2%

BNP Paribas France Banks 51.9 41.35 4.95 –43.6 –37.8

Intesa Sanpaolo Italy Banks 37.2 2.28 4.71 –57.8 –48.7

Soc. Generale France Banks 30.0 36.94 4.41 –60.2 –61.7

BASF Germany Commodity Chemicals 34.3 26.38 4.27 –45.8 –17.8

Rio Tinto U.K. General Mining $24.4 15.01 –2.60% –70.3 –41.5

BHP Billiton U.K. General Mining 42.1 12.33 –2.14 –17.7 36.1

Royal Bk of Scot U.K. Banks 32.0 0.53 –1.85 –85.1 –89.1

HSBC Hldgs U.K. Banks 131.4 7.15 –1.24 –13.7 –23.0

ArcelorMittal Luxembourg Iron & Steel 34.5 17.31 –1.09 –64.2 ...

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

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

Allianz SE 46.4 74.51 4.24% –47.8% –41.5%
Germany (Full Line Insurance)
SAP 43.8 25.55 3.65 –27.7 –33.2
Germany (Software)
Deutsche Bk 20.4 28.00 3.47 –68.1 –65.8
Germany (Banks)
Sanofi-Aventis 81.1 44.81 3.34 –29.9 –40.1
France (Pharmaceuticals)
UniCredit 28.8 1.57 3.09 –71.9 –72.5
Italy (Banks)
Banco Santander 72.3 6.72 2.75 –49.8 –33.8
Spain (Banks)
Iberdrola 40.5 5.90 2.61 –43.9 4.4
Spain (Conventional Electricity)
British Amer Tob 51.8 16.74 2.39 –13.2 29.8
U.K. (Tobacco)
Siemens 60.7 48.25 2.33 –53.4 –33.1
Germany (Electronic Equipment)
Astrazeneca 57.6 25.93 2.17 16.9 –7.1
U.K. (Pharmaceuticals)
Banco Bilbao Vizcaya 44.4 8.60 2.14 –48.8 –42.2
Spain (Banks)
Total 133.8 41.00 1.94 –24.5 –22.4
France (Integrated Oil & Gas)
Deutsche Telekom 66.9 11.14 1.87 –26.2 –19.3
Germany (Mobile Telecom)
Credit Suisse Grp 28.9 29.24 1.81 –56.8 –56.1
Switzerland (Banks)
Daimler 32.3 24.33 1.80 –62.4 –42.9
Germany (Automobiles)
ABB 32.7 16.12 1.77 –47.6 36.7
Switzerland (Industrial Machinery)
UBS 37.0 14.45 1.76 –69.7 –74.1
Switzerland (Banks)
GlaxoSmithKline 105.2 12.05 1.73 –5.3 –18.3
U.K. (Pharmaceuticals)
Nokia 59.8 11.44 1.69 –54.2 –26.2
Finland (Telecom Equipment)
Bayer 42.1 40.01 1.55 –32.2 16.1
Germany (Specialty Chemicals)

L.M. Ericsson Tel B 22.3 60.40 1.51% –18.8% –55.4%
Sweden (Telecom Equipment)
Anglo Amer 32.1 15.65 1.49 –47.6 –18.9
U.K. (General Mining)
Royal Dutch Shell 96.2 19.70 1.44 –29.4 –23.8
U.K. (Integrated Oil & Gas)
France Telecom 70.5 19.61 1.27 –19.9 –4.1
France (Fixed Line Telecom)
Roche Hldg Pt. Ct. 100.4 163.80 1.17 –17.2 –17.8
Switzerland (Pharmaceuticals)
Telefonica 105.0 16.22 1.12 –27.3 30.2
Spain (Fixed Line Telecom)
Vodafone Grp 115.5 1.30 1.01 –28.9 5.4
U.K. (Mobile Telecom)
ENI 99.6 18.07 1.01 –25.3 –22.9
Italy (Integrated Oil & Gas)
E.ON 73.0 26.52 0.99 –44.7 –4.8
Germany (Multiutilities)
Diageo 40.0 9.33 0.92 –12.2 12.2
U.K. (Distillers & Vintners)
Assicurazioni Genli 38.2 19.70 0.66 –36.6 –25.5
Italy (Full Line Insurance)
Nestle 137.0 41.00 0.49 –21.5 5.8
Switzerland (Food Products)
Barclays 18.0 1.45 0.42 –70.9 –75.4
U.K. (Banks)
Tesco 39.4 3.28 0.40 –29.3 –0.2
U.K. (Food Retailers & Wholesalers)
Novartis 123.8 53.65 0.19 –14.0 –21.2
Switzerland (Pharmaceuticals)
Unilever 41.2 17.47 0.17 –27.7 –8.8
Netherlands (Food Products)
ING Groep 20.5 7.17 –0.14 –72.9 –75.7
Netherlands (Life Insurance)
BP 165.5 5.24 –0.19 –13.6 –15.5
U.K. (Integrated Oil & Gas)
Koninklijke Philips 19.6 13.60 –0.40 –54.7 –48.8
Netherlands (Consumer Electronics)
GDF Suez 92.4 30.65 –0.45 –20.9 25.8
France (Multiutilities)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -1.92% -3.11% -42.6% -48.8% -49.1%
Merger Arbitrage 0.07% -0.32% -6.0% -7.9% -7.0%
Event Driven -0.92% -8.91% -23.9% -27.7% -27.0%
Distressed Securities -1.25% -7.97% -28.1% -34.9% -34.6%

*Estimates as of 12/15/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 2.07 96.22% 0.01% 2.17 1.18 1.58

Eur. High Volatility: 10/1 5.16 88.56 0.02 5.57 2.16 3.50

Europe Crossover: 10/1 11.20 82.62 0.06 11.20 5.74 8.21

Asia ex-Japan IG: 10/1 3.90 92.17 0.02 6.63 1.99 3.69

Japan: 10/1 3.30 92.14 0.02 3.75 1.58 2.55

 Note: Data as of December 15

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Cadbury reiterates forecast;
Australian drinks up for sale

By Christoph Rauwald

FRANKFURT—European new-
passenger-car registrations
slumped 26% in November as weak
consumer confidence continued to
hurt demand, the European Automo-
bile Manufacturers Association, or
ACEA, said Tuesday.

European new-car registrations,
which reflect sales, have shrunk for
seven consecutive months now, mir-
roring the financial and economic
crises, the ACEA said. Registrations
dropped to 932,537 last month from
a year earlier, the car-makers group
said, adding that two fewer working
days on average across Europe ag-
gravated results.

“The last time registrations
dropped this notably [in Western Eu-
rope] was in 1999 and 1993,” ACEA

said. Amid an economic recession in
1993, registrations fell by more than
20% for three consecutive months,
while a sales dip in August 1999 was
a one-month anomaly.

In the first 11 months of the year,
new-car registrations in Europe
were down 7.1% from a year earlier
at 13.8 million cars.

Troubled U.S. auto maker Gen-
eral Motors Corp. was hit hardest in
Europe last month, with a decline of
38% to 76,383 car registrations. Its
core European brands, Opel and
Vauxhall, saw registrations fall 38%,
with demand at Chevrolet down
32% and the Swedish Saab brand
posting a 45% decrease.

Auto makers are facing a dra-
matic downturn in demand for new
cars in many markets around the
globe, triggering a slew of profit
warnings and drastic production
cutbacks in recent weeks.

“We expect very negative monthly
figures going forward,” said Com-
merzbank analyst Daniel Schwarz, cit-
ing a high comparative basis in the
first half of the year and plummeting
consumer confidence. “The pace of
deterioration in markets like Spain, It-
aly and U.K. is alarming. The German
market deteriorates from an already
very low base,” he added.

In November, GM’s Detroit peer
Ford Motor Co. performed better
than the overall market, although it
still posted a drop of 20% from a
year earlier to 96,053 new-car regis-
trations in Europe.

Europe’s largest auto maker by
sales, Volkswagen AG, continued to

weather the storm relatively well,
with registrations down 17% to
213,196 cars. Volkswagen’s Audi AG
premium unit managed to eke out a
0.1% rise last month, but the core
VW brand and Skoda posted de-
clines of 18% and 31%, respectively.

New-car registrations in Western
Europe, a crucial source of earnings
for many auto makers, fell 26% to
854,698 cars in November. In the Janu-
ary-to-November period, the Western

European car market was down 7.6%
from a year earlier at 12.7 million cars.

Japan’s Toyota Motor Corp.
posted another sharp drop. Its new-
car registrations in Europe fell 34%
to 43,541 cars in November.

French auto maker Renault SA
saw European registrations de-
crease 22% to 89,202 cars last
month, with its no-frills Romanian
Dacia brand performing slightly bet-
ter, posting a 16% decline.

By Michael Carolan

LONDON—Confectioner Cad-
bury PLC confirmed its full-year
forecasts despite a weaker fourth
quarter, particularly in the U.S., and
unveiled plans to sell off the last of
its beverage businesses.

The company also named An-
drew Bonfield chief financial of-
ficer. Mr. Bonfield, who had been fi-
nance chief of U.S. drug maker Bris-
tol-Myers Squibb Co., will succeed
Ken Hanna when he retires in April.

Cadbury, the maker of Dairy Milk
chocolate and Trident chewing gum,
said Tuesday it will be able to meet
forecasts made in July that put 2008
revenue growth at the top end of its
4%-6% target and an increase in mar-
gins of about 1.2 percentage points.

The company plans to expand mar-
gins to “the mid-teens” by 2011 from
under 11% currently.

Chief Executive Todd Stitzer
said in a conference call with report-
ers that growth in North America
was slowing. Mr. Stitzer said that af-
ter a six-month review, the com-
pany had received sufficient inter-
est in its Australian drinks business
to be persuaded that a sale makes
sense. The Australian drinks busi-
ness is Cadbury’s last remaining bev-
erage operation after it spun off Dr
Pepper Snapple Group Inc. in the
U.S. earlier this year.

The company declined to put a
price on the Australian business.
Mr. Hanna said the unit had revenue
of £300 million, or about $460 mil-
lion, last year.

New-car registrations slump 26% in Europe

LVMH cancels new Tokyo flagship
Japanese consumers
find luxury brands
are less appealing
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The makers of Czechvar Premium Czech
Lager and Budweiser get no resolution.

By Hiroko Tabuchi

TOKYO—LVMH Moët Hennessy
Louis Vuitton SA, the world’s larg-
est luxury-goods company, has can-
celed plans to rent a 10-story build-
ing in central Tokyo for a new flag-
ship store, showing how hard the
global economic downturn has hit
one of the most important markets
for the luxury-goods industry.

Louis Vuitton’s Japan arm in-
formed property developer Hulic
Co. about a month ago that it
wouldn’t follow through with plans
for a new Tokyo flagship, a Hulic offi-
cial said Tuesday. The developer
was rebuilding its property in To-
kyo’s glitzy Ginza district for a
planned store opening in late 2010,
but it is now looking for new ten-
ants, according to the developer.

Officials at Louis Vuitton Japan
confirmed that plans were canceled
for the store, which would have
been one of the brand’s biggest in
the world, but declined to give a rea-
son.

Japan has historically been a ma-
jor market for luxury goods, and it
has been especially key for Louis
Vuitton, which has 56 stores in the
country. Now, as the growth in
emerging markets is showing signs
of strain as well, the falloff in the
previously stalwart Japanese mar-
ket is especially troubling for lux-
ury-goods companies.

The world of expensive per-
fumes, leather goods, jewelry and
designer clothing has until recently

withstood the retail slowdown af-
fecting apparel and home furnish-
ings. Its resilience was due largely
to growing business in emerging
markets, such as China and Russia,
which offset a slowdown in the U.S.,
Europe and Japan.

Emerging markets make up
about 15% of the luxury-goods sec-
tor’s overall sales and had in some
places been reporting double-digit
growth. But as the global financial
crisis has knocked down Chinese
and Russian stock and property mar-
kets, wealthy consumers are under
pressure to cut spending.

Japan, meanwhile, makes up 12%
of the luxury sector’s global sales of
Œ175 billion ($240 billion), accord-
ing to a Bain & Co. study released
last month. But the Bain study said
Japan’s luxury sales are expected to
decline 7% in 2008, after a 2% de-
cline in 2007. LVMH reported that in
the first nine months of 2008 Japan
sales were down 7%, as world-wide
sales grew 4.5% in the period to

Œ11.6 billion.
The deepening recession is just

part of LVMH’s woes in Japan.
There are increasing signs that
young Japanese women are finally
tiring of the luxury brands that pre-
vious generations snapped up.

“If it looks good, I don’t care
what the label is,” says Izumi Sug-
ano, a 21-year-old shop assistant in
central Tokyo. A few years ago in
high school, she coveted any bag
with a Louis Vuitton monogram.
“Now that I’m working, I realize it’s
silly to spend so much on a single
bag,” says Ms. Sugano, who recently
sported a no-brand bag that cost
her less than $100.

That’s a sea change for Japan,
where women have flocked to buy
brands like Louis Vuitton since it en-
tered the Japanese market in 1978.
Luxury labels have tapped Japan’s
big middle class, and Louis Vuitton
has long counted on Japan as one of
its most profitable markets.

Japan is still Louis Vuitton’s No.

1 profit contributor, according to
Melanie Flouquet, an analyst at J.P.
Morgan. But Japan’s share of over-
all LVMH sales, which also include
smaller luxury brands like Marc Ja-
cobs and Fendi, has fallen in recent
years to 10% in 2007 from 40% in
2001, as emerging markets like
China and India showed strong
growth.

“Younger Japanese prefer to be
stylish and follow trends, but not
spend too much money,” says An-
drea Fenaroli, Japan president of
Furla of Italy, part of the Furla SpA
Group, an Italian midrange handbag
maker.

As Japan’s birth rate falls and its
population ages, there are fewer
people in the most fashion-con-
scious age group: women in their
twenties. Since 2000, the number of
women in that age group has fallen
by almost two million.

And an increasing number of
women view luxury brands with in-
difference, marketers say. A recent
survey by the Nikkei Marketing
Journal, a trade publication, shows
the percentage of women in their
twenties who own at least one lux-
ury-label bag falling from 57% in
2000 to 44% in 2008.

Some brands have cut prices.
Bally and Salvatore Ferragamo have
offered discounts of 25%-30% on
their goods sold in Japan since ear-
lier this year. Furla, which makes
20% of its revenue in Japan, has tai-
lored its marketing, selling more
bags that use nylon and less expen-
sive parts.

In November, Louis Vuitton low-
ered prices on nearly all its prod-
ucts by an average of 7% to spur de-
mand.

 —Max Colchester in Paris
contributed to this article.
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Source: Bain & Co.
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By Sean Carney

PRAGUE—The world’s largest
brewer and one of the world’s small-
est Tuesday learned their century-
old trademark dispute is far from
over. They are now set for another
round of country-by-country bat-
tles for the prized Budweiser and
Bud trademarks.

The European Union’s lower
court Tuesday upheld Czech state-
owned brewer Budejovicky Budvar
NP’s challenge to Anheuser-Busch
Inbev, which holds the Bud trade-
mark in the 27-nation bloc.

Now Budvar—which in volume
terms, produces less than one-two
hundredths of what AB InBev does—
can reassert its rights to the Bud
and Budweiser brands. The Czech
brewer has one or both of the dis-
puted marks registered in 28 Euro-
pean and 37 non-European coun-
tries, including in some of Europe’s
key beer markets, such as Germany,
Austria and the Czech Republic.

AB InBev and Europe’s trade-
mark organization, OHIM—which
was the defendant in the case de-
cided Tuesday—have two months to
appeal the decision.

“As with any matter affecting
our trademark, we will vigorously
protect our rights,” said Gwendo-
line Ornigg, a spokeswoman for AB
InBev.

Four trademarks were at issue,
the most important being the appli-
cation for the Bud trademark word,
without logo, filed by Anheuser-
Busch in 1996. The ruling doesn’t
concern disputes over ownership of
the key Budweiser trademark.

It also means there is no sweep-
ing, European answer to the roughly
100 disputes over trademarks and
appellations of origin in more than
30 jurisdictions the brewers are en-
gaged in globally. Some of these dis-
putes date to the early 20th century,
so the brewers are well acquainted
with the trademark tango and both
brush it aside.

AB Inbev currently sells its Bud-
weiser beer in Europe under various
brands, including Bud and Anheuser
Busch.

The brewery was founded in
1895 in the southern Czech city of
Ceske Budejovice—called Budweis
by the German-speaking people
who lived among the Czechs at the
time—and beer brewed there has
traditionally been called Budweiser.
 —Adam Cohen

and Carolyn Hensen in Brussels
and Leos Rousek in Prague
contributed to this article.

Czech brewery
wins a round
in Bud dispute
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.68% 10 World -a % % 168.00 1.07% –42.9% 5.62% 12 U.S. Select Dividend -b % % 562.69 1.70% –33.9%

3.12% 11 Global Dow 1026.30 0.71% –42.0% 1499.86 1.37% –44.6% 4.88% 12 Infrastructure 1189.70 0.49% –35.7% 1547.85 0.31% –39.0%

4.60% 8 Stoxx 600 199.00 0.76% –44.8% 204.52 1.41% –47.2% 2.58% 4 Luxury 597.80 1.81% –44.7% 697.42 2.48% –47.2%

4.69% 8 Stoxx Large 200 218.00 0.85% –44.2% 222.79 1.50% –46.6% 9.14% 9 BRIC 50 257.30 0.72% –52.1% 334.71 0.50% –54.7%

3.94% 9 Stoxx Mid 200 166.80 0.18% –46.8% 170.47 0.84% –49.2% 3.74% 3 Africa 50 572.90 1.40% –47.3% 496.26 1.21% –50.1%

4.49% 8 Stoxx Small 200 99.90 0.58% –50.3% 102.04 1.23% –52.5% 6.02% 5 GCC % % 1548.23 –0.71% –42.0%

4.75% 8 Euro Stoxx 222.10 1.43% –45.5% 228.23 2.09% –47.9% 4.41% 9 Sustainability 656.60 0.44% –41.2% 762.40 1.03% –43.8%

4.83% 8 Euro Stoxx Large 200 240.90 1.61% –45.3% 246.07 2.28% –47.8% 2.92% 10 Islamic Market -a % % 1448.64 1.17% –38.4%

4.15% 9 Euro Stoxx Mid 200 192.30 0.25% –45.8% 196.30 0.91% –48.2% 3.16% 10 Islamic Market 100 1465.30 0.51% –30.0% 1724.62 1.11% –33.2%

4.90% 8 Euro Stoxx Small 200 114.10 1.04% –48.0% 116.40 1.70% –50.3% 6.68% 5 Islamic Turkey -c % % % %

9.00% 5 Stoxx Select Dividend 30 1161.60 0.00% –60.6% 1367.91 0.65% –62.4% 2.90% 10 Wilshire 5000 % % 8802.62 1.60% –39.9%

6.92% 7 Euro Stoxx Select Div 30 1363.30 0.91% –56.8% 1611.66 1.56% –58.7% % DJ-AIG Commodity 113.80 0.27% –33.8% 113.68 0.92% –36.7%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 2 p.m. ET. Source: Dow Jones Indexes

Cross rates U.S.-dollar and euro foreign-exchange rates in global trading

USD GBP CHF SEK RUB NOK JPY ILS EUR DKK CDN AUD

Australia 1.4853 2.2714 1.2958 0.1834 0.0539 0.2128 0.0165 0.3879 2.0437 0.2743 1.2111 ...

 Canada 1.2265 1.8755 1.0699 0.1514 0.0445 0.1757 0.0136 0.3203 1.6875 0.2265 ... 0.8257

 Denmark 5.4148 8.2805 4.7237 0.6686 0.1964 0.7759 0.0601 1.4141 7.4502 ... 4.4150 3.6455

 Euro 0.7268 1.1115 0.6340 0.0897 0.0264 0.1041 0.0081 0.1898 ... 0.1342 0.5926 0.4893

 Israel 3.8290 5.8555 3.3403 0.4728 0.1389 0.5487 0.0425 ... 5.2683 0.7071 3.1220 2.5779

 Japan 90.1400 137.8466 78.6356 11.1309 3.2701 12.9170 ... 23.5414 124.0236 16.6471 73.4967 60.6868

 Norway 6.9784 10.6717 6.0878 0.8617 0.2532 ... 0.0774 1.8225 9.6016 1.2888 5.6899 4.6982

 Russia 27.5653 42.1542 24.0472 3.4039 ... 3.9501 0.3058 7.1991 37.9271 5.0908 22.4757 18.5583

 Sweden 8.0982 12.3842 7.0646 ... 0.2938 1.1605 0.0898 2.1150 11.1423 1.4956 6.6030 5.4521

 Switzerland 1.1463 1.7530 ... 0.1415 0.0416 0.1643 0.0127 0.2994 1.5772 0.2117 0.9346 0.7717

 U.K. 0.6539 ... 0.5705 0.0807 0.0237 0.0937 0.0073 0.1708 0.8997 0.1208 0.5332 0.4402

 U.S. ... 1.5292 0.8724 0.1235 0.0363 0.1433 0.0111 0.2612 1.3759 0.1847 0.8154 0.6733

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 394.00 18.75 5.00% 816.00 305.50
Soybeans (cents/bu.) CBOT 863.00 13.50 1.59 1,653.50 779.25
Wheat (cents/bu.) CBOT 544.00 24.00 4.62 1,275.00 471.00
Live cattle (cents/lb.) CME 86.800 3.000 3.58 117.650 80.600
Cocoa ($/ton) ICE-US 2,569 9 0.35 3,228 1,884
Coffee (cents/lb.) ICE-US 111.10 0.55 0.50 181.60 102.15
Sugar (cents/lb.) ICE-US 11.67 0.15 1.30 15.85 9.89
Cotton (cents/lb.) ICE-US 44.14 –0.02 –0.05% 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,545.00 –35 –2.22 3,825 1,345
Cocoa (pounds/ton) LIFFE 1,707 11 0.65 1,709 992
Robusta coffee ($/ton) LIFFE 1,865 –11 –0.59 2,747 1,580

Copper (cents/lb.) COMEX 137.85 –2.65 –1.89 398.40 135.60
Gold ($/troy oz.) COMEX 842.70 6.20 0.74 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1070.50 8.50 0.80 2,122.50 851.00
Aluminum ($/ton) LME 1,463.50 –24.50 –1.65 3,340.00 1,463.50
Tin ($/ton) LME 11,100.00 –150.00 –1.33 25,450 11,100
Copper ($/ton) LME 3,060.00 –65.00 –2.08 8,811.00 3,020.00
Lead ($/ton) LME 979.00 –41.00 –4.02 3,460.00 928.00
Zinc ($/ton) LME 1,076.00 –4.00 –0.37 2,840.00 1,065.00
Nickel ($/ton) LME 9,850 –420 –4.09 33,600 9,000

Crude oil ($/bbl.) NYMEX 46.70 –0.77 –1.62 148.17 42.51
Heating oil ($/gal.) NYMEX 1.4833 –0.0038 –0.26 4.3140 1.4180
RBOB gasoline ($/gal.) NYMEX 1.0797 –0.0032 –0.30 3.6000 0.9437
Natural gas ($/mmBtu) NYMEX 5.803 0.121 2.13 14.169 4.820
Brent crude ($/bbl.) ICE-EU 46.65 –0.49 –1.04 150.48 41.70
Gas oil ($/ton) ICE-EU 468.50 –16.00 –3.30 1,366.50 434.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Dec. 16
Per In

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

Argentina peso-a 4.6970 0.2129 3.4138 0.2929

Brazil real 3.2578 0.3070 2.3678 0.4223
Canada dollar 1.6875 0.5926 1.2265 0.8154

1-mo. forward 1.6885 0.5922 1.2272 0.8149
3-mos. forward 1.6875 0.5926 1.2265 0.8153
6-mos. forward 1.6846 0.5936 1.2244 0.8168

Chile peso 879.13 0.001137 638.95 0.001565
Colombia peso 3051.20 0.0003277 2217.60 0.0004509
Ecuador US dollar-f 1.3759 0.7268 1 1
Mexico peso-a 18.2111 0.0549 13.2358 0.0756
Peru sol 4.2488 0.2354 3.0880 0.3238
Uruguay peso-e 33.572 0.0298 24.400 0.0410
U.S. dollar 1.3759 0.7268 1 1
Venezuela bolivar 2.95 0.338470 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0437 0.4893 1.4853 0.6733
China yuan 9.4180 0.1062 6.8450 0.1461
Hong Kong dollar 10.6642 0.0938 7.7507 0.1290
India rupee 65.8299 0.0152 47.8450 0.0209
Indonesia rupiah 15204 0.0000658 11050 0.0000905
Japan yen 124.02 0.008063 90.14 0.011094

1-mo. forward 123.98 0.008066 90.11 0.011097
3-mos. forward 123.80 0.008077 89.98 0.011114
6-mos. forward 123.40 0.008104 89.69 0.011150

Malaysia ringgit-c 4.8948 0.2043 3.5575 0.2811
New Zealand dollar 2.4398 0.4099 1.7732 0.5640
Pakistan rupee 110.898 0.0090 80.600 0.0124
Philippines peso 65.218 0.0153 47.400 0.0211
Singapore dollar 2.0229 0.4943 1.4703 0.6802
South Korea won 1856.85 0.0005385 1349.55 0.0007410
Taiwan dollar 45.446 0.02200 33.030 0.03028
Thailand baht 47.854 0.02090 34.780 0.02875

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

Euro zone euro 1 1 0.7268 1.3759
1-mo. forward 1.0009 0.9991 0.7274 1.3747
3-mos. forward 1.0020 0.9980 0.7283 1.3731
6-mos. forward 1.0035 0.9965 0.7293 1.3711

Czech Rep. koruna-b 26.353 0.0379 19.153 0.0522
Denmark krone 7.4502 0.1342 5.4148 0.1847
Hungary forint 268.70 0.003722 195.29 0.005121
Norway krone 9.6016 0.1041 6.9784 0.1433
Poland zloty 4.0886 0.2446 2.9716 0.3365
Russia ruble-d 37.927 0.02637 27.565 0.03628
Slovak Rep. koruna 30.1666 0.03315 21.9250 0.04561
Sweden krona 11.1423 0.0897 8.0982 0.1235
Switzerland franc 1.5772 0.6340 1.1463 0.8724

1-mo. forward 1.5757 0.6346 1.1452 0.8732
3-mos. forward 1.5723 0.6360 1.1427 0.8751
6-mos. forward 1.5662 0.6385 1.1383 0.8785

Turkey lira 2.1423 0.4668 1.5570 0.6423
U.K. pound 0.8997 1.1115 0.6539 1.5293

1-mo. forward 0.9003 1.1108 0.6543 1.5283
3-mos. forward 0.9009 1.1100 0.6548 1.5273
6-mos. forward 0.9008 1.1101 0.6547 1.5274

MIDDLE EAST/AFRICA
Bahrain dinar 0.5186 1.9282 0.3769 2.6529
Egypt pound-a 7.5950 0.1317 5.5200 0.1812
Israel shekel 5.2683 0.1898 3.8290 0.2612
Jordan dinar 0.9738 1.0269 0.7078 1.4129
Kuwait dinar 0.3776 2.6483 0.2744 3.6438
Lebanon pound 2065.91 0.0004840 1501.50 0.0006660
Saudi Arabia riyal 5.1618 0.1937 3.7516 0.2666
South Africa rand 14.1462 0.0707 10.2815 0.0973
United Arab dirham 5.0538 0.1979 3.6731 0.2722
SDR -f 0.8968 1.1151 0.6518 1.5343

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 8 EUROPE DJ Stoxx 600 199.01 1.50 0.76% –45.4% –44.8%

 8 DJ Stoxx 50 2089.67 21.48 1.04 –43.3% –42.8%

 8 Euro Zone DJ Euro Stoxx 222.08 3.13 1.43 –46.5% –45.5%

 9 DJ Euro Stoxx 50 2450.36 42.89 1.78 –44.3% –43.1%

 5 Austria ATX 1742.84 5.28 0.30 –61.4% –60.7%

 6 Belgium Bel-20 1862.68 –10.43 –0.56% –54.9% –54.1%

 7 Czech Republic PX 838.1 2.2 0.26 –53.8% –53.4%

 9 Denmark OMX Copenhagen 231.55 –1.66 –0.71 –48.4% –47.4%

 8 Finland OMX Helsinki 5379.01 33.02 0.62 –53.6% –52.0%

 7 France CAC-40 3251.66 66.00 2.07 –42.1% –41.0%

 10 Germany DAX 4729.91 75.09 1.61 –41.4% –39.8%

 … Hungary BUX 11740.99 –51.41 –0.44 –55.2% –54.9%

 2 Ireland ISEQ 2472.76 –38.16 –1.52 –64.3% –63.8%

 6 Italy S&P/MIB 19301 244 1.28 –49.9% –49.5%

 4 Netherlands AEX 248.26 1.15 0.47 –51.9% –50.6%

 6 Norway All-Shares 261.55 2.06 0.79 –54.1% –52.3%

 17 Poland WIG 28257.01 531.77 1.92 –49.2% –48.7%

 9 Portugal PSI 20 6160.85 23.52 0.38 –52.7% –52.9%

 … Russia RTSI 687.94 –1.23 –0.2% –70.0% –69.7%

 7 Spain IBEX 35 9167.7 143.8 1.59% –39.6% –40.0%

 15 Sweden OMX Stockholm 204.85 4.31 2.15 –41.8% –40.8%

 11 Switzerland SMI 5567.14 40.60 0.73 –34.4% –34.2%

 … Turkey ISE National 100 26395.82 797.35 3.11 –52.5% –51.3%

 8 U.K. FTSE 100 4309.08 31.52 0.74 –33.3% –31.4%

 10 ASIA-PACIFIC DJ Asia-Pacific 90.88 –0.81 –0.88 –42.5% –40.6%

 … Australia SPX/ASX 200 3556.2 –35.2 –0.98 –43.9% –43.0%

 … China CBN 600 16064.88 165.91 1.04 –61.2% –57.1%

 9 Hong Kong Hang Seng 15130.21 83.26 0.55 –45.6% –43.4%

 10 India Sensex 9976.98 144.59 1.47 –50.8% –47.7%

 … Japan Nikkei Stock Average 8568.02 –96.64 –1.12 –44.0% –43.7%

 … Singapore Straits Times 1782.09 7.33 0.41 –48.6% –46.8%

 11 South Korea Kospi 1161.56 3.37 0.29 –38.8% –37.6%

 10 AMERICAS DJ Americas 219.80 3.76 1.74 –41.7% –40.5%

 … Brazil Bovespa 39712.92 1392.73 3.63 –37.8% –35.0%

 12 Mexico IPC 21483.19 432.64 2.06 –27.3% –26.4%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 3:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of December 15, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

4.00% 10 ALL COUNTRY (AC) WORLD* 221.02 0.79%–45.2% –45.8%

3.90% 10 World (Developed Markets) 891.24 0.66%–43.9% –44.7%

3.50% 11 World ex-EMU 104.24 0.43%–42.4% –43.2%

3.70% 11 World ex-UK 888.94 0.43%–43.3% –44.0%

5.00% 8 EAFE 1,212.73 2.86%–46.2% –47.4%

4.30% 8 Emerging Markets (EM) 562.67 1.99%–54.8% –54.7%

5.70% 8 EUROPE 69.21 –0.36%–45.7% –46.4%

6.30% 7 EMU 137.46 1.92%–50.9% –51.3%

5.60% 8 Europe ex-UK 75.63 –0.81%–45.8% –46.3%

7.90% 6 Europe Value 77.86 –0.59%–48.6% –49.4%

3.60% 10 Europe Growth 59.83 –0.14%–42.7% –43.5%

5.50% 7 Europe Small Cap 101.02 0.26%–53.1% –54.3%

4.40% 4 EM Europe 172.43 2.14%–64.1% –62.8%

5.80% 6 UK 1,267.94 –0.06%–34.0% –33.7%

5.60% 8 Nordic Countries 97.18 –1.52%–52.9% –53.5%

3.40% 3 Russia 456.75 5.21%–69.6% –68.2%

4.70% 10 South Africa 564.78 1.63%–20.8% –23.6%

5.20% 8 AC ASIA PACIFIC EX-JAPAN 242.07 3.39%–54.3% –54.9%

2.80% 10 Japan 522.12 4.24%–44.5% –46.3%

3.50% 9 China 41.13 1.90%–51.8% –53.9%

1.90% 9 India 375.78 1.79%–56.1% –53.0%

2.80% 7 Korea 319.05 4.93%–38.3% –38.3%

8.80% 7 Taiwan 174.64 3.44%–47.7% –48.1%

3.00% 14 US BROAD MARKET 936.72 –1.50%–41.3% –41.7%

2.50% 37 US Small Cap 1,133.97 –3.11%–42.9% –43.4%

3.80% 8 EM LATIN AMERICA 2,073.56 –1.61%–52.9% –52.3%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Toshiba to cut chip output
Decrease in demand,
flash-memory glut
spur 30% reduction

U.K. regulator threatens
inquiry into utility costs

By Yuzo Yamaguchi

Toshiba Corp. is slashing pro-
duction of NAND flash-memory
chips by 30% next year, becoming
the first manufacturer in Asia to
cut output of the widely used digi-
tal-camera and iPod component.

Toshiba, the world’s second-larg-
est producer of NAND flash-mem-
ory chips by revenue after Samsung
Electronics Co., said it will cut pro-
duction of the chips at its main plant
in Yokkaichi, central Japan, its only
NAND-producing facility.

Toshiba said it will also halt pro-
duction of other nonmemory chips
at three different plants in Japan for
as many as 25 days amid sluggish de-
mand and a supply glut.

While Toshiba’s chip-production
cut may help alleviate an oversup-
ply of chips, analysts say it won’t
necessarily help the company re-

coup losses from its chip opera-
tions. Given the uncertainty in the
market, Mizuho Investors Securi-
ties’ Yuichi Ishida said he expects
Toshiba’s losses from its chip busi-
ness for this fiscal year ending
March 2009 to double from Toshi-
ba’s estimate of 65 billion yen
($716.3 million) in September.

Mr. Ishida also said Toshiba’s ac-
tion may prompt other chip makers
to follow suit, given weak market
conditions. But others said the out-
put cuts may not be enough to help
the battered chip industry recover.

“The key for a recovery in the glo-
bal chip sector is demand, not sup-
ply. Unless the amount of global
chip supply is cut to more than half
from the current level, it looks hard
to expect a turnaround in chip
prices without a recovery in de-
mand,” said Kim Hyun-joong, an ana-
lyst at Tong Yang Securities.

Samsung Electronics said Tues-
day it has no plans to cut its NAND
chip output currently.

In a separate statement, San-
Disk Corp., Toshiba’s partner in
making NAND flash-memory
chips, said the production cut

would result in higher wafer costs
but that it will better align the
company’s output to meet pro-
jected demand in 2009.

SanDisk also said it is continuing
to work with Toshiba on definitive
agreements to restructure their
manufacturing joint ventures and
expects to sign these agreements in
the first quarter of 2009.
 —Soo-Kyung Seo and

In-Soo Nam in Seoul
contributed to this article.

CORPORATE NEWS
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By James Herron

LONDON—U.K. gas and electric-
ity markets regulator Ofgem on
Tuesday threatened it would launch
a competition inquiry if companies
delay cutting more than £500 mil-
lion ($765.1 million) in unfair costs
from some customers’ utility bills.

The regulator’s chief executive,
Alistair Buchanan, also said he ex-
pects the U.K.’s six biggest energy
suppliers to cut home energy bills
for all their customers in early 2009
after big falls in wholesale energy
prices. Companies that don’t com-
ply will face an inquiry by the Com-
petition Commission, he added.

The six biggest U.K. utilities are
Centrica PLC; Scottish & Southern
Energy PLC; the U.K. arm of Electric-
ité de France SA; the U.K. unit of Ger-
many’s RWE AG; the U.K. arm of
E.ON AG; and Iberdrola SA subsid-
iary ScottishPower.

In February, Ofgem began an in-
vestigation into energy prices amid
concerns that companies may have
been reducing competition by im-

posing similar price rises on con-
sumers around the same time.

Ofgem said the six utilities have
acknowledged that some premiums
paid by customers on prepaid gas or
electricity meters, or those living in
remote areas off the gas network,
were unfair. They have already cut
£300 million from the premiums
paid by the users of prepaid meters,
but Mr. Buchanan said he wasn’t sat-
isfied with the pace of delivery of a
further £200 million of cuts to cus-
tomers of E.ON U.K., RWE npower,
EDF Energy and Scottish and South-
ern who are off the gas grid.

E.ON U.K. said in a statement
that it has already cut £14 from the
annual bills of every customer off
the gas grid and hopes to reduce
prices for all of its customers as
soon as it is able next year.

“We are fully confident we will
meet all Ofgem’s requirements,” said
Phil Bentley, managing director of
British Gas, the retail arm of Centrica.
Scottish & Southern, ScottishPower
and the U.K. units of EDF and RWE
couldn’t be reached for comment.
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Financial crisis catches up
with private-equity firms

Long-term capital costs
not skewed, report says

Wanted: restructurings
Bankers are hopeful
demand for services
will surge next year

www.efinancialnews.com

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

By Liam Vaughan

As this year’s credit crunch has
slowed the flow of new mergers and
acquisitions to a trickle, some bank-
ers are holding out hope that next
year will see a flood of corporate-re-
structuring work.

Corporate restructuring is a
broad field, with assignments rang-
ing from helping a profitable com-
pany renegotiate its debt facilities at
the onset of difficulties to picking at
the bones of a failed business to maxi-
mize returns for stakeholders.

Car maker General Motors Corp.,
the U.K.’s Foxtons Estate Agents and
retailer Woolworths Group PLC
have all hired restructuring teams in
recent weeks.

“In the past few weeks we have
been picking up eight mandates a
week. A year ago we were picking up
one or two a month. There will be an
avalanche next year,” said Gareth
Davies, managing director in Euro-
pean restructuring at Close Broth-
ers.

Mandates have mostly been in
sectors highly vulnerable to the eco-
nomic downturn—financial ser-
vices, autos, home building, retail

and leisure—but that is expected to
change.

“From next year restructuring
services will be required across sec-
tors and geographies. The freezing
of the credit markets does not dis-
criminate, and banks are not recep-
tive to requests for flexibility,” Mr.
Davies said.

Deloitte has increased its staff in
debt advisory by 30% and in reorgani-
zation by 40% in the past six months
in a bid to cope with a doubled work-
load. David Stark, a director in Deloit-
te’s reorganization-services team, ex-
pects to continue hiring and rede-

ploying staff to meet the workload.
Richard Stables, co-head of Euro-

pean and global restructuring at Laz-
ard, says “financing in Europe has be-
come more complicated with some
very sophisticated structures, and
unraveling corporate balance sheets
now is much more complex than it
has been in the past with a much
broader mix of people sitting at the
table.”

“Getting that many different peo-
ple to agree on a solution is tricky,
but usually it’s not in anybody’s inter-
ests to trigger an insolvency event,”
he adds.
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By Duncan Kerr

Amid rising concern about a
funding crisis among companies,
the cost of capital over the long
term is almost unchanged from his-
torical levels, despite the drop in eq-
uity values and soaring credit
spreads in the debt markets, accord-
ing to new research.

McKinsey & Co., a management-
consulting compnay, said in its lat-
est quarterly corporate-finance re-
port that, while capital in the
short term is expensive and diffi-
cult to obtain, it had found “no evi-
dence that the long-term price of
risk has increased over its histori-
cal levels.”

“The main message is that com-
panies with strong balance sheets
and cash flows should not overre-
act to the impact the credit crisis
has had on the cost of capital in the
short term by cutting investments
that will strengthen their competi-
tive position in the long term,” said
Timothy Koller, partner in the cor-
porate-finance practice at McKin-
sey in New York and co-author of
the report.

“While companies with weaker
balance sheets and cash flows may
be concerned about survival, for
those companies that have more
capital than they need to survive—
either from internally generated
funds or the long-term debt mar-
kets—assumptions about its cost
can make the difference between
snapping up promising opportuni-
ties or being overtaken by competi-
tors,” he said.

The report follows three extraor-
dinarily volatile months, during

which investor fear of financial-mar-
ket turmoil has driven equity values
down and corporate credit spreads,
or risk premiums, up to record lev-
els, effectively locking many compa-
nies out of the capital markets.

Suki Mann, head of European
credit strategy at Société Générale
in London, wrote in a note to clients
this month that companies face a
tenfold to thirtyfold increase in
debt costs on a spread basis com-
pared with pre-credit-crisis levels,
an expense that is likely to affect the
cost of capital and, in turn, future
earnings.

However, in examining the cost
of long-term corporate debt, McKin-
sey & Co. said: “As a benchmark, the
yield to maturity on single A-rated
corporate bonds rose a little more
than one percentage point, to about
7%, from September to November
this year. When you take a longer-
term perspective, though, 7% isn’t
unusually high. Only during six of
the past 20 years has the cost of
debt for A-rated companies been
lower than that.”

McKinsey & Co. examined the
weighted average cost of capital by
analyzing the cost of equity and the
cost of debt. It inferred changes in
the cost of equity by examining
changes in equity values on the Stan-
dard & Poor’s 500-stock index and
in expected future profits and cash
flows, although it admitted that nei-
ther of these elements is straightfor-
ward to measure.

For the cost of long-term corpo-
rate debt, the company analyzed the
absolute rates on corporate bonds
and the spread between U.S. Trea-
surys and corporate bonds.

By James Mawson

The stark reality of the current fi-
nancial turmoil is beginning to hit
the returns from the private-equity
industry.

Private-equity markdowns in val-
uation have often taken longer to fil-
ter through than on public markets.
In part this is because private-equity
funds hold assets for the long term,
sometimes as much as 10 years be-
fore cashing out.

But drops in net asset value have
started to catch up with the decline
in share prices that has affected al-
most all public equities since the
banking crisis that triggered Leh-
man Brothers’ collapse in mid-Sep-
tember.

Last week, Paris-listed private-eq-
uity firm Wendel SA more than
halved the value of its assets to Œ36
($49) a share, from Œ80 a share at
the end of August.

In a presentation to investors,
Wendel said the drop was mostly be-
cause of its pricing holdings in com-
panies at mark-to-market values,
rather than the performance of the
underlying companies. It said its val-
uation decline was because of a gen-
eral fall in comparable listed compa-
nies. At long-term historic multiples,
its NAV would be worth Œ120 a share,
Wendel said.

Private equity’s long-term fund-

ing structure—having 10-year closed
funds to hold assets—means short-
term falls in values might not affect
its eventual cash returns to inves-
tors, as sales of portfolio companies
can be delayed until conditions
improve.

Coller Capital Ltd., a specialist in-
vestor in secondhand private-equity
assets, said nearly half of investors
in its most recent survey expected re-
turns of more than 16% a year over
the next three to five years.

But for some firms, the picture is
grim. Guy Hands, chief executive of
private-equity investment firm
Terra Firma, predicts returns on
money invested at the top of the mar-
ket—from 2006 to 2007—would be
“negative, very negative.”

Even small changes in the per-
formance of a private-equity firm’s
portfolio can have dramatic conse-
quences for its owner as assump-
tions made in the boom conditions—
rising profitability and liquid debt
markets—fail to hold up.

For more information on these and our other training courses please
contact Tracey Huggett on tel: +44(0)20 7749 0230 or email:
thuggett@efinancialnews.com
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Disney to form TV venture
with Russian broadcaster

Investment in Carphone
reins in Best Buy profit
Electronics retailer
will cut U.S. staff,
trim store openings

Centro Properties Group

Centro Properties Group
reached an agreement to extend its
debt facilities under a deal that could
eventually see its lenders own 90%
of the Australian group. Melbourne-
based Centro said it struck an agree-
ment in principle with its Australian
and U.S. lenders on its A$5.05 billion
(US$3.42 billion) senior secured
debt facility. Of that, A$4 billion will
be converted into three-year term
loans, maturing Dec. 15, 2011. The re-
maining A$1.05 billion will be con-
verted to senior-secured hybrid secu-
rities, to be issued to its Australian
lenders, with a seven-year maturity.
If converted in full, the hybrid securi-
ties will account for 90.1% of the
shopping-mall owner’s shares. The
group also said it won’t pay distribu-
tions to ordinary security holders in
the next three years.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Mattel Inc.

Mattel Inc. and its Fisher Price
toy unit will pay $12 million as part
of a multistate settlement to re-
solve charges it shipped toys with
lead paint to the U.S. last year. The
settlement with 39 states follows
the recall of millions of Chinese-
made toys last year because of con-
cerns that their lead paint didn’t
meet U.S. standards. Dozens of U.S.
lawmakers later urged Mattel to
stop selling toys that contained any
lead, claiming the company wasn’t
doing enough to address safety con-
cerns. Under the pact, Mattel will
follow tougher standards for acces-
sible lead in toys made after Nov. 30
and agreed to maintain at least four
years of records for subcontractors
that produce parts for its toys, in-
cluding results of lead tests.

Telenor ASA

Norwegian telecommunications
company Telenor ASA said Tuesday
that a shareholder meeting has been
held at Ukrainian mobile operator
Kyivstar, potentially marking a first
step toward ending the long-run-
ning shareholder disputes at the
company. The operator, which is
jointly owned by Telenor and Storm,
a unit of Alfa Group, also approved a
dividend of around 2.9 billion Nor-
wegian kroner ($420 million) for
the fiscal years 2004 and 2005. Tele-
nor has so far not been able to con-
solidate the company’s operations
into its earnings because Storm has
refused to attend board meetings,
hindering the audit of its reports. In-
vestors reacted positively to the
news, and Telenor’s shares closed at
42.60 Norwegian kroner, up 8.5%.

Volvo AB

Truck maker Volvo AB said deliv-
eries tumbled 21% in November
from a year earlier, adding that its or-
der book is shrinking rapidly. Volvo,
whose brands include Renault, Nis-
san Diesel and Mack as well as its
own name, said deliveries fell 42% in
Europe, its biggest market, and 22%
in North America. Overall the Swed-
ish company delivered 19,326 trucks
last month. Europe’s heavy-duty
truck industry has seen demand
plunge from high levels as the finan-
cial crisis has pushed a growing num-
ber of export markets into recession
and made funding for potential pur-
chasers difficult. In late October,
Volvo reported a 100% fall in order
bookings after clearing its books of
uncertain orders and cancellations.
It has since said it will shed thou-
sands of jobs and cut production.

—Compiled from staff
and wire service reports.

Danisco A/S

Danisco A/S said net profit for
its fiscal second quarter increased
7%. The Danish enzymes and food-
ingredients maker also raised its
full-year sales outlook but cut its
profit forecast. Net profit for the
three months ended Oct. 31 rose to
339 million Danish kroner ($62.4
million) from 317 million kroner a
year earlier, helped by financial
gains. Sales rose 12% to 3.35 billion
kroner. Danisco said it now expects
full-year revenue to come in at 13.3
billion kroner, up from a previous
forecast of 13 billion kroner. But the
company cut its outlook for net
profit to 950 million kronor from 1
billion kroner. Danisco said custom-
ers and suppliers are cutting orders
sharply to reduce the amount of in-
ventory they hold. The company
also postponed a 1 billion kroner
share-buyback program. Danisco
shares fell 18 kroner, or 6.8%, to
close at 245 kroner in Copenhagen.

EADS

European Aeronautic Defence &
Space Co. said Tuesday it plans to
merge its military-transport opera-
tions into its Airbus civil plane unit to
bring its troubled A400M program
under one roof. The Toulouse, France,
company also said it would bring its
satellite and defense divisions, which
respectively handle strategic projects
for France and Germany, closer, but
without merging them. The Œ20 bil-
lion ($27.42 billion) A400M military
airlifter project is running an esti-
mated 18 to 24 months late, leading to
friction between EADS, its engine
makers and European governments,
some of which are demanding penal-
ties be applied to EADS. The A400M
had previously been managed by
EADS’s Spain-based military-trans-
port unit, and Airbus’s chief, Tom End-
ers, until now hadn’t had direct con-
trol of the project.

By Miguel Bustillo

Electronics retailer Best Buy Co.
posted a 77% drop in fiscal third
quarter profit Tuesday and said it
would slow new-store openings and
reduce its work force to weather an
extended recession.

Its reported net income for the
quarter of $52 million, or 13 cents a
share, compares with $228 million,
or 53 cents a share, a year earlier.
The latest period, which ended Nov.
29, includes a $111 million pre-tax
charge to write down its 2.9% invest-
ment in Carphone Warehouse
Group PLC.

Best Buy executives stressed
that the company remains commit-
ted to its European retail joint ven-
ture with Carphone Warehouse. The
company last year paid $183 million
for the stake.

Despite sales falling 5.3% at
stores open at least a year, the Rich-
field, Minn.-based consumer elec-
tronics chain said it was still gain-
ing market share in the U.S. at the ex-
pense of weaker rivals. Total reve-
nue for the quarter rose a better
than expected 16% to $11.5 billion,
from $9.93 billion a year earlier.

What’s more, it said it accom-
plished the gains while largely pre-
serving profit margins at a time of
heavy discounting across the retail
sector, including by its chief U.S. ri-
val, Circuit City Stores Inc., which
is in Chapter 11 bankruptcy protec-
tion and is liquidating inventory at
155 stores.

To shore up its finances during
the economic slump, Best Buy said it
will limit new store openings in the

U.S., Canada and China, and is offer-
ing buyouts to nearly all of its 4,000
headquarters workers.

Best Buy’s moves to tighten its
belt pleased analysts, who believe
the company is positioning itself to
prosper whenever the economy
picks up. “Much of our enthusiasm
on Best Buy over time is its poten-
tial for market share gains as com-
petitors fall by the wayside,” said
Credit Suisse analyst Gary Balter.

Best Buy shares were up nearly
16%, or $3.69, at $27.16 in midafter-
noon trading on the New York Stock
Exchange. Investors cheered the
cost-cutting measures as a sign that
reality has finally set in the compa-
ny’s executive suites.

Still, earnings were worse than
expected for Best Buy’s latest quar-
ter, even after the retailer warned
last month that sales during the last
four months of its fiscal year ending
Feb. 28 could fall 5% to 15% com-
pared to the year before.

Company executives said they an-
ticipate that a protracted economic
slowdown will prompt companies
to cut more jobs next year. That
made it hard for Best Buy to predict
when its business would bounce
back.

“The historic slowdown in the
economy and its effect on our busi-
ness over the past 90 days has been
the most challenging consumer envi-
ronment our company has ever
faced,” Best Buy Chief Executive Of-
ficer Brad Anderson said. “We be-
lieve that there has been a dramatic
and potentially long-lasting change
in consumer behavior.”

Best Buy did not specify how
many corporate jobs it wants to cut,
, but it did not rule out firings. Execu-
tives emphasized that although
they plan to slash capital expenses
in half next fiscal year, it won’t nec-
essarily translate to a 50% reduc-
tion in new store openings.

By Peter Sanders

LOS ANGELES—Walt Disney Co.
said it will form a joint venture with
a Russian broadcaster to offer a Dis-
ney-branded television channel on
30 stations throughout Russia,
marking a major foray into the coun-
try’s media market.

The Burbank, Calif.-based enter-
tainment conglomerate will form a
subsidiary, which will hold a 49%
stake in the venture with Russian
broadcaster Media-One Holdings
Ltd. Disney will invest cash and pro-
vide content to Media-One, which will
allow the company to expand viewer-
ship of its popular U.S. television fran-
chises—such as “Hannah Montana”
and “High School Musical”—as well
as locally produced shows.

The channel is slated to launch
sometime next year, pending Rus-
sian regulatory approval, according
to Disney officials. The move is a sig-
nificant push into Russia, a market
that many Western entertainment
companies are hoping to tap.

In the last year, Disney struck li-
censing deals with two of Russia’s
biggest broadcasters to air various
content, including movies and popu-
lar Disney television shows. But un-
til now it hasn’t had a dedicated

channel for its content in Russia.
Disney this year has created a

Russian version of its Web site, be-
gun a stage version of “Beauty and
the Beast” and started production of
its first Russian-language film,
scheduled for release in Russia next
fall. Disney’s blockbuster films, in-
cluding the “Pirates of the Carib-
bean” franchise, have also fared well
theatrically in Russia. Next year, Dis-
ney’s cruise line will also dock in St.
Petersburg.

“Russia is an extremely impor-
tant market for Disney and this new
Disney channel is a great way for us
to expand our brand and business,
Disney Chief Executive Robert Iger
said in a prepared statement

However, Disney’s expansion co-
incides with a sharp slump in what
had been a booming Russian econ-
omy. Doing business in Russia—par-
ticularly in media—can be treacher-
ous because of an unpredictable po-
litical and economic climate.

But Mr. Iger has made interna-
tional expansion a focus of Disney’s
strategy. The company is increasing
its presence in India and negotiat-
ing with Chinese officials for a possi-
ble theme park in Shanghai and a po-
tential expansion of its existing
Hong Kong theme park.

Fortis NV

The Belgian government late
Monday decided to appeal a court
ruling that has frozen the sale of For-
tis NV’s Belgian banking operations
to French bank BNP Paribas SA. The
government continues to view the
sale of the assets to BNP Paribas as
the “best guarantee for the continu-
ity of Fortisbanque Belgium,” the
prime minister’s spokesman said in
a prepared statement. A court of ap-
peals in Brussels Friday slapped a
65-day suspension on the Belgian
government’s emergency measures
taken in October to save Fortis from
bankruptcy, throwing the whole
transaction into doubt. The govern-
ment’s measures included buying
the 51% of Fortis it didn’t already
own for Œ4.7 billion ($6.4 billion)
and then selling 75% of the company
to BNP Paribas.

Laird PLC

British electronics and technol-
ogy company Laird PLC said it will
lay off 4,500 direct employees, or
40% of its work force, in response to a
slowdown in demand that will reduce
fourth-quarter revenue by as much
as 30%. Laird said that for planning
purposes, it is assuming that the slow-
down will last through at least the
first quarter of 2009, and that there
will be no market recovery during
2009. The company said it expects
revenue at constant exchange rates
in the fourth quarter to be 25% to 30%
below a year earlier, but that the cur-
rent weakness of the pound against
ot her currencies will considerably
mitigate the reduction in revenue. By
the end of the fourth quarter, the com-
pany will cut about 4,500 direct em-
ployees and 500 indirect employees.

Aer Lingus PLC

Aer Lingus PLC Tuesday again
firmly rejected the takeover ap-
proach from rival Ryanair Holdings
PLC, saying it undervalues the Irish
flag carrier and would create an air-
travel monopoly in Ireland. Eu-
rope’s largest low-cost carrier has
offered Œ750 million ($1.03 billion)
for Aer Lingus, saying it would turn
around the loss-making airline, re-
duce its fares and create about 1,000
new jobs. “This document contains
nothing new,” said Aer Lingus Chair-
man Colm Barrington. Ryanair had
attempted to take over Aer Lingus
in 2006, but was unable to win sup-
port for that bid from from the Irish
government and other sharehold-
ers. The bid was also blocked by Eu-
ropean Union regulators. Ryanair
has appealed that decision.

PartyGaming PLC

PartyGaming PLC, the owner of
the PartyPoker.com Web site, said it
is close to reaching a settlement with
the U.S. Justice Department regard-
ing the company’s legal status in the
country. The company has been be-
set by legal problems in the U.S. since
the Justice Department ruled in
2006 that online gambling always
had been illegal, making PartyGam-
ing open to retrospective legal ac-
tion. The American market used to ac-
count for 80% of the company’s reve-
nue. PartyGaming, which is based in
Gibraltar and listed on the London
Stock Exchange, said its discussions
with the Justice Department have
“made good progress” and said they
are “currently negotiating the final
terms of a possible settlement.” Par-
tyGaming’s shares rose to 176.50
pence ($2.70), up 37.75 pence, or 27%.

Volkswagen AG

SEAT to cut production,
furlough workers in 1st half

Spanish auto maker SEAT plans to
temporarily lay off 5,300 workers in
its home market in the first half be-
cause of falling sales. Between Feb. 2
and June 30, the company will halt
production on different lines for vary-
ing amounts of time, said a spokes-
woman for the company, a unit of
Volkswagen AG. SEAT sales fell 24%
to 97,000 vehicles in the first 11
months of this year. Car manufactur-
ers generally reported a 50% drop in
sales last month alone in Spain. Ford
Motor Co. and General Motors Corp.
have also announced job and produc-
tion cuts in Spain recently. After post-
ing years of strong growth, Spain’s
economy is ailing, mainly because of
a collapse in the construction indus-
try. The government has announced a
Œ800 million, or about $1 billion, stim-
ulus package for the auto industry,
which accounts for 20% of exports.

Total SA

Italian police have taken Lionel
Levha, the chief executive of French
oil firm Total SA’s Italian unit, into
custody for questioning as part of a
corruption probe into how construc-
tion contracts were assigned at an oil
field in southern Italy, according to
police and a person familiar with the
matter. The probe was launched by
prosecutors in the Italian city of Po-
tenza, the capital of the southern Ital-
ian region where Total is part of a con-
sortium that is drilling the Tempa
Rossa oil field, police said. The Tempa
Rossa field was discovered in 1989
and is being developed by a consor-
tium led by Total that also includes
Royal Dutch Shell PLC and Esso Italia
S.r.l., the Italian subsidiary of Exxon
Mobil Corp. Oil from Tempa Rossa is
due onstream in 2011, and its peak
production is estimated at 50,000 bar-
rels a day, according to Total.
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KBL Key America USD US EQ LUX 12/12 USD 318.97 –47.2 –47.2 –23.1
KBL Key East Europe EU EQ LUX 12/12 EUR 1135.74 –66.5 –66.9 –37.1
KBL Key Eur Sm Cie EU EQ LUX 12/12 EUR 620.28 –54.7 –55.5 –32.7
KBL Key Europe EU EQ LUX 12/12 EUR 512.17 –42.0 –43.1 –23.5
KBL Key Far East AS EQ LUX 12/12 USD 875.45 –54.2 –54.9 –21.6
KBL Key Major Em Mkts GL EQ LUX 12/12 USD 343.12 –63.1 –63.4 –24.5
KBL Key NaturalRes EUR OT EQ LUX 12/12 EUR 336.87 –45.8 –45.8 –18.0
KBL Key NaturalRes USD OT EQ LUX 12/12 USD 342.59 –50.4 –50.6 –17.6

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 12/05 USD 30.78 –58.9 –58.4 –25.7
LG Asian Plus AS EQ CYM 12/05 USD 34.99 –59.0 –59.7 –20.4
LG Asian SmallerCo's AS EQ BMU 12/15 USD 52.84 –66.8 –65.8 –37.5
LG India EA EQ MUS 12/11 USD 30.98 –66.8 –66.2 –26.0
Siberian Investment Co EE EQ IRL 11/28 USD 16.26 –81.5 –81.2 –51.2

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 12/15 EUR 25.90 –64.6 –64.1 –35.6
MP-TURKEY.SI OT OT SVN 12/15 EUR 18.29 –64.1 –64.2 –33.0

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 12/15 EUR 2.20 –75.5 –74.8 NS
Parex Eastern Europ Bd EU BD LVA 12/15 USD 8.92 –34.7 –34.5 –16.8
Parex Russian Eq EE EQ LVA 12/15 USD 9.19 –71.1 –70.0 –36.4
Parex Ukrainian Eq EU EQ LVA 12/15 EUR 1.68 –83.6 –83.5 NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 12/16 USD 110.86 –53.0 –52.7 –18.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 12/16 USD 106.45 –53.5 –53.2 –19.4
PF (LUX)-Biotech-Pca OT EQ LUX 12/15 USD 259.61 –22.0 –22.9 –5.3
PF (LUX)-CHF Liq-Pca CH MM LUX 12/15 CHF 123.95 1.6 1.7 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 12/15 CHF 95.68 1.6 1.7 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 12/15 EUR 114.31 –48.6 –48.7 –27.0
PF (LUX)-Digital Comm-Pca OT EQ LUX 12/15 USD 77.87 –43.0 –41.8 –16.6
PF (LUX)-East Eu-Pca EU EQ LUX 12/15 EUR 141.14 –72.5 –72.2 –42.0
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 12/16 USD 91.91 –60.2 –59.7 –24.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 12/16 USD 305.03 –58.4 –57.7 –24.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 12/15 EUR 76.75 –43.8 –44.2 –24.2
PF (LUX)-EUR Bds-Pca EU BD LUX 12/15 EUR 371.33 2.8 3.0 0.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 12/15 EUR 291.61 2.8 3.0 0.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 12/15 EUR 123.23 –6.0 –5.8 –3.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 12/15 EUR 89.84 –6.0 –5.8 –3.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 12/15 EUR 88.11 –38.5 –38.5 –23.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 12/15 EUR 56.99 –38.5 –38.5 –23.0
PF (LUX)-EUR Liq-Pca EU MM LUX 12/15 EUR 134.46 3.5 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 12/15 EUR 100.44 3.5 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 12/15 EUR 304.95 –50.0 –50.4 –29.3
PF (LUX)-EuSust Eq-Pca EU EQ LUX 12/15 EUR 102.16 –44.5 –45.3 –27.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 12/15 USD 177.19 –11.7 –11.4 –3.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 12/15 USD 126.33 –11.7 –11.4 –3.5
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 12/15 USD 12.35 –49.2 –48.4 –27.0
PF (LUX)-Gr China-Pca AS EQ LUX 12/16 USD 216.57 –49.4 –48.1 –10.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 12/16 USD 200.20 –62.2 –61.8 –19.8
PF (LUX)-Jap Index-Pca JP EQ LUX 12/16 JPY 7841.56 –44.8 –45.5 –29.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 12/16 JPY 7040.17 –47.5 –48.5 –34.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 12/16 JPY 6873.77 –47.8 –48.8 –34.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 12/16 JPY 3775.77 –45.2 –46.3 –33.0
PF (LUX)-Pacif Idx-Pca AS EQ LUX 12/16 USD 151.29 –52.6 –52.8 –20.1
PF (LUX)-Piclife-Pca CH BA LUX 12/15 CHF 703.67 –17.2 –17.6 –9.5
PF (LUX)-PremBrnds-Pca OT EQ LUX 12/15 EUR 43.53 –43.4 –43.5 –25.5
PF (LUX)-Rus Eq-Pca EE EQ LUX 12/15 USD 24.89 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 12/15 USD 67.05 –39.9 –38.6 –19.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 12/15 EUR 319.07 –48.3 –48.5 –28.2
PF (LUX)-US Eq-Ica US EQ LUX 12/15 USD 77.46 –39.8 –39.9 –19.4
PF (LUX)-USA Index-Pca US EQ LUX 12/15 USD 69.63 –40.0 –39.9 –20.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 12/15 USD 523.53 10.9 12.3 8.4

PF (LUX)-USD Gov Bds-Pdi US BD LUX 12/15 USD 395.54 10.9 12.3 8.4
PF (LUX)-USD Liq-Pca US MM LUX 12/15 USD 130.16 2.4 2.6 3.6
PF (LUX)-USD Liq-Pdi US MM LUX 12/15 USD 87.74 2.4 2.7 3.6
PF (LUX)-Water-Pca GL EQ LUX 12/15 EUR 101.26 –35.2 –34.6 –18.2
PF (LUX)-WldGovBds-Pca GL BD LUX 12/15 USD 160.32 8.9 10.5 8.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 12/15 USD 135.67 8.9 10.5 8.3
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 12/16 USD 46.07 NS NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 12/15 USD 7.54 –47.9 –46.7 –26.6
Japan Fund USD JP EQ IRL 12/16 USD 14.27 –15.3 –15.9 –11.8

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 11/28 USD 123.63 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 11/28 USD 8.03 –50.9 –48.7 –14.9
Europn Conviction USD B EU EQ CYM 10/31 USD 121.81 6.7 9.7 6.3
Europn Forager USD B OT OT CYM 10/31 USD 178.91 –12.8 –19.9 0.7
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 10/31 USD 13.93 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 17.9 22.3 19.8
UK Fund USD A OT OT CYM 11/28 USD 165.65 4.1 3.4 4.3

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 12/10 USD 59.17 NS –57.4 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 12/15 EUR 552.65 –43.8 –43.7 NS
Core Eurozone Eq B EU EQ IRL 12/15 EUR 646.26 NS NS NS
Euro Fixed Income A EU BD IRL 12/15 EUR 1120.57 –10.3 –10.2 –6.7
Euro Fixed Income B EU BD IRL 12/15 EUR 1188.81 –9.8 –9.7 –6.2
Euro Small Cap A EU EQ IRL 12/15 EUR 850.60 –51.7 –52.0 –33.8
Euro Small Cap B EU EQ IRL 12/15 EUR 905.47 –51.4 –51.7 –33.4
Eurozone Agg Eq A EU EQ IRL 12/15 EUR 489.02 –48.9 –49.0 NS
Eurozone Agg Eq B EU EQ IRL 12/15 EUR 698.44 –48.6 –48.7 –27.5
Glbl Bd (EuroHdg) A GL BD IRL 12/15 EUR 1172.73 –9.3 –8.7 –4.6
Glbl Bd (EuroHdg) B GL BD IRL 12/15 EUR 1236.98 –8.7 –8.0 –4.0
Glbl Bd A EU BD IRL 12/15 EUR 969.72 –3.8 –3.7 –4.8
Glbl Bd B EU BD IRL 12/15 EUR 1025.96 –3.3 –3.1 –4.2
Glbl Real Estate A OT EQ IRL 12/15 USD 619.93 –51.2 –51.1 –32.6
Glbl Real Estate B OT EQ IRL 12/15 USD 635.11 –51.0 –50.8 –32.2
Glbl Real Estate EH-A OT EQ IRL 12/15 EUR 584.68 –50.2 –50.3 –33.5
Glbl Real Estate SH-B OT EQ IRL 12/15 GBP 55.05 –49.9 –49.9 –32.6
Glbl Strategic Yield A EU BD IRL 12/15 EUR 1077.20 –27.9 –28.0 –14.6
Glbl Strategic Yield B EU BD IRL 12/15 EUR 1145.49 –27.5 –27.5 –14.1
Japan Equity A JP EQ IRL 12/15 JPY 10163.00 –45.3 –46.4 –30.1
Japan Equity B JP EQ IRL 12/15 JPY 10764.00 –45.0 –46.0 –29.7
PacBasn (Ex-Jap) Eq A AS EQ IRL 12/15 USD 1259.74 –52.4 –51.9 –20.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 12/15 USD 1335.77 –52.1 –51.6 –20.4
Pan European Eq A EU EQ IRL 12/15 EUR 711.68 –47.7 –48.0 –27.8
Pan European Eq B EU EQ IRL 12/15 EUR 753.92 –47.4 –47.8 –27.4
US Equity A US EQ IRL 12/15 USD 637.83 –45.0 –45.0 –22.5
US Equity B US EQ IRL 12/15 USD 678.67 –44.7 –44.7 –22.1
US Small Cap A US EQ IRL 12/15 USD 923.12 –46.3 –45.7 –25.1
US Small Cap B US EQ IRL 12/15 USD 982.82 –46.0 –45.3 –24.7

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 12/16 SEK 62.98 –46.0 –45.9 –27.4
Choice Japan Fd JP EQ LUX 12/16 JPY 43.22 –45.3 –46.1 –31.3
Choice Jpn Chance/Risk JP EQ LUX 12/16 JPY 42.91 –52.0 –53.0 –32.7
Choice NthAmChance/Risk US EQ LUX 12/16 USD 2.81 –46.2 –45.2 –23.8
Europe 2 Fd EU EQ LUX 12/16 EUR 0.70 –51.9 –51.7 –30.4
Europe 3 Fd EU EQ LUX 12/16 GBP 2.76 –41.3 –39.5 –19.3
Global Chance/Risk Fd GL EQ LUX 12/16 EUR 0.48 –39.2 –39.2 –23.7
Global Fd GL EQ LUX 12/16 USD 1.65 –44.3 –43.7 –22.3
Intl Mixed Fd -C- NO BA LUX 12/16 USD 22.43 –32.7 –31.8 –14.3
Intl Mixed Fd -D- NO BA LUX 12/16 USD 15.83 –32.7 –31.8 –13.1
Wireless Fd OT EQ LUX 12/16 EUR 0.10 –49.4 –49.4 –24.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 12/16 USD 4.51 –50.4 –49.4 –19.6
Currency Alpha EUR -IC- OT OT LUX 12/16 EUR 10.92 6.9 7.1 NS
Currency Alpha EUR -RC- OT OT LUX 12/16 EUR 10.87 6.4 6.7 NS
Currency Alpha SEK -ID- OT OT LUX 12/16 SEK 105.81 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 12/15 SEK 118.46 NS NS NS
Generation Fd 80 OT OT LUX 12/16 SEK 6.54 –30.8 –31.3 NS
Nordic Focus EUR NO EQ LUX 12/16 EUR 48.53 –50.9 –50.7 NS
Nordic Focus NOK NO EQ LUX 12/16 NOK 57.55 NS NS NS
Nordic Focus SEK NO EQ LUX 12/16 SEK 57.57 –42.2 –41.7 NS

n SEB Fund 3
Choice North America Eq. Fd US EQ LUX 12/16 USD 1.38 –43.1 –42.6 –23.1
Ethical Global Fd GL EQ LUX 12/16 USD 0.61 –44.5 –44.0 –23.2
Ethical Sweden Fd NO EQ LUX 12/16 SEK 28.91 –35.1 –35.9 –19.3
Europe Fd EU EQ LUX 12/16 USD 1.60 –55.0 –54.1 –22.5
Index Linked Bd Fd SEK OT BD LUX 12/16 SEK 12.90 3.3 3.8 2.4
Medical Fd OT EQ LUX 12/16 USD 2.76 –28.2 –28.4 –12.2
Short Medium Bd Fd SEK NO MM LUX 12/16 SEK 9.15 3.0 3.2 3.0
Technology Fd OT EQ LUX 12/16 USD 1.58 –44.7 –43.9 –20.3
World Fd NO BA LUX 12/16 USD 1.60 –40.3 –39.8 –15.9

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 12/16 EUR 1.27 1.8 2.0 2.2
Short Bond Fd SEK NO MM LUX 12/16 SEK 21.54 2.7 2.9 2.8
Short Bond Fd USD US MM LUX 12/16 USD 2.50 1.8 1.9 3.1

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 12/16 SEK 10.06 –1.5 –1.1 –0.2
Alpha Bond Fd SEK -B- NO BD LUX 12/16 SEK 9.03 –1.5 –1.1 –0.2
Alpha Bond Fd SEK -C- NO BD LUX 12/16 SEK 25.22 –1.6 –1.2 –0.4
Alpha Bond Fd SEK -D- NO BD LUX 12/16 SEK 8.40 –1.6 –1.2 –0.4
Alpha Short Bd SEK -A- NO MM LUX 12/16 SEK 10.80 2.8 2.9 2.9
Alpha Short Bd SEK -B- NO MM LUX 12/16 SEK 10.12 2.8 2.9 2.9
Alpha Short Bd SEK -C- NO MM LUX 12/16 SEK 21.13 2.6 2.8 2.8
Alpha Short Bd SEK -D- NO MM LUX 12/16 SEK 8.78 2.6 2.8 2.8
Bond Fd SEK -C- NO BD LUX 12/16 SEK 40.95 8.4 8.9 4.7
Bond Fd SEK -D- NO BD LUX 12/16 SEK 12.29 7.2 7.7 4.1
Corp. Bond Fd EUR -C- EU BD LUX 12/16 EUR 1.08 –8.0 –8.0 –4.8
Corp. Bond Fd EUR -D- EU BD LUX 12/16 EUR 0.85 –8.4 –8.4 –5.0
Corp. Bond Fd SEK -C- NO BD LUX 12/16 SEK 10.54 –12.6 –12.4 –7.0
Corp. Bond Fd SEK -D- NO BD LUX 12/16 SEK 8.28 –12.5 –12.2 –6.9
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 12/16 EUR 101.61 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 12/16 EUR 101.35 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 12/15 SEK 119.71 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 12/15 SEK 1104.28 NS NS NS
Flexible Bond Fd -C- NO BD LUX 12/16 SEK 20.74 5.1 5.4 3.8
Flexible Bond Fd -D- NO BD LUX 12/16 SEK 11.74 5.1 5.4 3.8

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 12/16 SEK 79.72 –24.9 –25.3 –13.2
Global Hedge I SEK -D- OT OT LUX 12/16 SEK 72.86 –27.1 –27.5 –14.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 12/16 USD 1.55 –53.4 –52.3 –17.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 12/16 SEK 17.58 –47.4 –47.6 –22.9
Europe Chance/Risk Fd EU EQ LUX 12/16 EUR 764.93 –55.0 –54.9 –32.7

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 12/15 USD 14.78 –55.3 –54.0 –10.8
Eq. Pacific A AS EQ LUX 12/15 USD 6.23 –55.0 –54.7 –17.8

n SGAM Fund
Bonds CHF A CH BD LUX 12/12 CHF 28.06 7.6 7.6 2.3
Bonds ConvEurope A EU BD LUX 12/12 EUR 28.43 –2.2 –2.9 2.0
Bonds Eur Corp A EU BD LUX 12/15 EUR 20.37 –7.2 –7.0 –4.4
Bonds Eur Hi Yld A EU BD LUX 12/12 EUR 13.05 –38.4 –38.4 –22.5
Bonds EURO A EU BD LUX 12/15 EUR 38.83 5.1 5.3 2.3
Bonds Europe A EU BD LUX 12/12 EUR 37.15 3.9 3.9 1.3
Bonds US MtgBkSec A US BD LUX 12/15 USD 25.68 1.8 2.2 3.2
Bonds US OppsCoreplus A US BD LUX 12/15 USD 30.95 –1.7 –1.0 2.0
Bonds World A GL BD LUX 12/12 USD 38.45 3.4 3.3 6.2
Eq. ConcentratedEuropeA EU EQ LUX 12/15 EUR 20.47 –49.3 –48.6 –29.2
Eq. Eastern Europe A EU EQ LUX 12/15 EUR 14.32 –67.5 –67.7 –38.2
Eq. Equities Global Energy OT EQ LUX 12/15 USD 14.35 –43.0 –41.3 –13.9
Eq. Euroland A EU EQ LUX 12/15 EUR 8.99 –48.0 –47.6 –27.1
Eq. Euroland MidCapA EU EQ LUX 12/15 EUR 14.23 –50.9 –51.4 –32.1
Eq. EurolandCyclclsA EU EQ LUX 12/15 EUR 13.28 –47.6 –47.1 –21.8
Eq. EurolandFinancialA OT EQ LUX 12/15 EUR 8.46 –54.6 –54.7 –35.8
Eq. Glbl Emg Cty A GL EQ LUX 12/15 USD 5.89 –56.4 –56.4 –22.4
Eq. Global A GL EQ LUX 12/15 USD 20.34 –46.9 –47.2 –25.5
Eq. Global Technol A OT EQ LUX 12/15 USD 3.60 –49.2 –49.5 –28.8
Eq. Gold Mines A OT EQ LUX 12/15 USD 19.01 –36.6 –34.7 –14.6
Eq. Japan A JP EQ LUX 12/15 JPY 647.66 –51.1 –51.8 –34.4
Eq. Japan Sm Cap A JP EQ LUX 12/15 JPY 905.79 –46.9 –48.9 –40.0
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 –26.6 –26.6 –16.3
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 12/15 GBP 9.25 –45.8 –44.8 –27.8
Eq. US ConcenCore A US EQ LUX 12/15 USD 15.54 –42.1 –42.3 –20.9
Eq. US Lg Cap Gr A US EQ LUX 12/15 USD 10.44 –48.1 –48.1 –24.8

Eq. US Mid Cap A US EQ LUX 12/15 USD 18.34 –53.1 –53.3 –23.8
Eq. US Multi Strg A US EQ LUX 12/12 USD 15.52 –46.1 –46.1 –25.4
Eq. US Rel Val A US EQ LUX 12/12 USD 15.10 –47.3 –48.0 –29.2
Eq. US Sm Cap Val A US EQ LUX 12/15 USD 11.89 –52.4 –52.9 –33.1
Eq. US Value Opp A US EQ LUX 12/15 USD 12.29 –51.8 –52.5 –32.7
Money Market EURO A EU MM LUX 12/15 EUR 27.08 4.1 4.3 4.0
Money Market USD A US MM LUX 12/15 USD 15.73 2.7 2.9 3.9

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT OT ARE 11/30 USD 8.04 –45.6 –44.4 –5.5
UAE Blue Chip Fund Acc OT OT ARE 11/27 AED 5.22 –55.2 –51.0 –17.2

n TRIGON CAPITAL
Phone +372 667 9208 Fax +372 667 9221 E-mail invest@trigon.ee Website www.trigoncapital.com

Central and Eastern European EUR EE EQ EST 12/16 EEK 104.45 –61.0 –61.7 –37.8
New Europe Small Cap EUR EE EQ EST 12/16 EEK 49.29 –64.6 –65.2 –39.7
Second Wave EUR EE EQ EST 12/16 EEK 88.45 –67.8 –67.3 –35.0

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 12/16 JPY 8359.00 –50.1 –51.0 –34.8
YMR-N Japan Fund JP EQ IRL 12/16 JPY 9135.00 –47.5 –48.5 –30.7
YMR-N Low Price Fund JP EQ IRL 12/16 JPY 12483.00 –45.3 –46.7 –31.5
YMR-N Small Cap Fund JP EQ IRL 12/16 JPY 6176.00 –50.2 –52.1 –36.4
Yuki Mizuho Gen Jpn III JP EQ IRL 12/16 JPY 4144.00 –55.4 –55.9 –36.0
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 12/16 JPY 4412.00 –54.6 –55.2 –38.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 12/16 JPY 5937.00 –52.6 –53.0 –36.5
Yuki Mizuho Jpn Gen JP EQ IRL 12/16 JPY 7754.00 –49.5 –50.1 –32.8
Yuki Mizuho Jpn Gro JP EQ IRL 12/16 JPY 6040.00 –51.0 –52.0 –35.4
Yuki Mizuho Jpn Inc JP EQ IRL 12/16 JPY 7714.00 –41.1 –41.9 –27.7
Yuki Mizuho Jpn Lg Cap AS EQ IRL 12/16 JPY 4848.00 –48.6 –49.4 –31.7
Yuki Mizuho Jpn LowP JP EQ IRL 12/16 JPY 10894.00 –39.9 –41.7 –26.5
Yuki Mizuho Jpn PGth JP EQ IRL 12/16 JPY 7463.00 –54.5 –55.3 –35.1
Yuki Mizuho Jpn SmCp JP EQ IRL 12/16 JPY 5991.00 –52.7 –54.6 –36.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 12/16 JPY 5064.00 –46.1 –46.6 –31.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 12/16 JPY 2411.00 –57.8 –59.7 –48.7

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 12/16 JPY 4086.00 –53.8 –54.4 –36.0
Yuki 77 General JP EQ IRL 12/16 JPY 5723.00 –50.2 –51.0 –33.5
Yuki 77 Growth JP EQ IRL 12/16 JPY 5776.00 –52.9 –54.1 –37.0
Yuki 77 Income AS EQ IRL 12/16 JPY 5003.00 –40.3 –41.5 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/16 JPY 6028.00 –48.2 –49.0 –33.5
Yuki Chugoku Jpn Gro JP EQ IRL 12/16 JPY 4990.00 –50.5 –51.4 –31.9
Yuki Chugoku JpnLowP JP EQ IRL 12/16 JPY 7926.00 –39.2 –40.7 –24.6
Yuki Chugoku JpnPurGth JP EQ IRL 12/16 JPY 4546.00 –48.1 –49.4 –32.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 12/16 JPY 6558.00 –49.0 –50.2 –33.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/16 JPY 4415.00 –49.9 –50.4 –32.7
Yuki Hokuyo Jpn Inc JP EQ IRL 12/16 JPY 5123.00 –39.2 –39.8 –27.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/16 JPY 4554.00 –47.2 –49.2 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 12/16 JPY 4352.00 –55.1 –56.0 –37.4
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 12/16 JPY 4256.00 –52.3 –53.5 –35.8

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 12/16 JPY 4929.00 –48.5 –50.2 –33.6
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 11/28 USD 16.10 –94.7 –94.4 –66.4
788 China Smaller Cap OT OT CYM 11/28 USD 15.43 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 11/28 USD 68.65 –52.2 –51.4 –23.5
788 Japan Fund Ltd OT OT CYM 11/28 USD 11.06 –91.1 –91.1 –67.3

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 10/31 USD 39.28 –40.4 –39.3 –16.3

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 10/31 USD 1361.37 –16.5 –17.8 –4.5
CMA MultHdge Arbtrge OT OT CYM 10/31 USD 1739.18 –9.9 –10.4 –0.7
CMA MultHdge Balncd OT OT CYM 10/31 USD 1249.73 –10.8 –11.3 –1.4
CMA MultHdge Growth OT OT CYM 10/31 USD 1708.86 –13.5 –13.4 –3.0
CMA MultiHdge Lvrgd OT OT CYM 10/31 USD 975.80 –31.7 –35.5 –13.0

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 09/30 USD 1232.97 9.7 14.5 11.0

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 10/31 EUR 104.59 –19.3 –20.0 –4.1
D'Auriol Opp F3 EUR EU MM CYM 10/31 EUR 1034.84 –24.5 –25.8 –8.5

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 11/28 USD 2078.33 –11.0 –11.7 –2.7

Harmony Cap Ltd B EUR OT OT BMU 11/28 EUR 2009.32 –10.5 –11.1 –3.1
Harmony Cap Ltd D USD OT OT BMU 11/28 USD 1911.11 42.2 41.1 22.7
Harmony Cap Ltd E EUR OT OT BMU 11/28 USD 1156.71 –10.7 –11.4 –3.5
Harmony Cap Ltd F GBP OT OT BMU 11/28 GBP 1009.64 –10.1 –10.7 –2.2

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 11/28 USD 490.79 –72.4 –71.5 –44.3

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 11/28 EUR 215.75 16.4 18.5 39.7
Horseman EmMkt Opp USD GL EQ USA 11/28 USD 219.14 14.4 16.4 40.1
Horseman EurSelLtd EUR EU EQ GBR 11/28 EUR 211.32 17.7 19.8 22.3
Horseman EurSelLtd USD EU EQ GBR 11/28 USD 219.15 16.6 18.8 22.6
Horseman Glbl Ltd EUR GL EQ CYM 11/28 USD 476.61 27.0 29.4 33.5
Horseman Glbl Ltd USD GL EQ CYM 11/28 USD 476.61 27.0 29.4 33.5

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 09/30 GBP 1.00 –11.0 –7.7 1.9
Global Absolute USD OT OT GGY 09/30 USD 1.85 –11.7 –8.4 1.7

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 11/28 EUR 78.08 –30.3 –29.8 NS
Special Opp Inst EUR OT OT CYM 11/28 EUR 73.36 –29.9 –29.4 NS
Special Opp Inst USD OT OT CYM 11/28 USD 83.00 –27.4 –26.8 NS
Special Opp USD OT OT CYM 11/28 USD 81.89 –27.8 –27.3 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 11/28 EUR 120.68 –14.8 –14.0 –0.2
GH Fund CHF Hdg OT OT JEY 11/28 CHF 101.26 –17.4 –17.0 –4.3
GH Fund EUR Hdg OT OT JEY 11/28 EUR 109.75 –16.9 –16.3 –3.0
GH Fund EUR Hdg (Non-V II) OT OT JEY 11/28 EUR 97.44 –16.8 –16.2 –2.9
GH Fund EUR Hdg (Non-V) OT OT JEY 11/28 EUR 109.75 –16.9 –16.3 –3.0
GH Fund GBP Hdg OT OT JEY 11/28 GBP 119.59 –16.4 –15.7 –1.8
GH Fund Inst EUR OT OT JEY 11/28 EUR 84.39 NS NS NS
GH Fund Inst JPY OT OT JEY 11/28 JPY 8515.71 –16.1 –15.7 NS
GH Fund Inst USD OT OT JEY 11/28 USD 99.84 –15.0 –14.2 –0.7
GH FUND S EUR OT OT CYM 11/28 EUR 114.57 –16.2 –15.5 –2.0
GH FUND S GBP OT OT JEY 11/28 GBP 119.33 –15.3 –14.4 –0.6
GH Fund S USD OT OT CYM 11/28 USD 133.49 –14.5 –13.8 –0.1
GH Fund USD OT OT GGY 11/28 USD 246.79 –15.6 –14.9 –1.3
Hedge Investments OT OT JEY 09/30 USD 131.95 –10.1 –6.8 3.4
Leverage GH USD OT OT GGY 11/28 USD 100.87 –33.9 –33.2 –9.9
MultiAdv Arb CHF Hdg OT OT JEY 11/28 CHF 85.18 –25.3 –25.6 –11.6
MultiAdv Arb EUR Hdg OT OT JEY 11/28 EUR 91.35 –24.9 –25.0 –10.5
MultiAdv Arb GBP Hdg OT OT JEY 11/28 GBP 98.90 –24.8 –24.8 –9.9
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 11/28 EUR 96.67 –24.1 –24.1 –9.3
MultiAdv Arb S GBP OT OT CYM 11/28 GBP 101.67 –23.5 –23.5 –8.3

MultiAdv Arb S USD OT OT CYM 11/28 USD 110.09 –22.2 –22.1 –7.4
MultiAdv Arb USD OT OT GGY 11/28 USD 171.66 –23.1 –23.2 –8.6

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 10/31 USD 115.10 –13.6 –14.5 –1.4
Asian AdbantEdge EUR OT OT JEY 10/31 EUR 89.05 –25.0 –24.9 NS
Asian AdvantEdge OT OT JEY 10/31 USD 162.94 –23.7 –23.4 –0.6
Emerg AdvantEdge OT OT JEY 10/31 USD 161.95 –21.7 –22.6 1.3
Emerg AdvantEdge EUR OT OT JEY 10/31 EUR 93.62 –21.5 –22.7 NS
Europ AdvantEdge EUR OT OT JEY 10/31 EUR 122.63 –14.0 –16.0 –3.4
Europ AdvantEdge USD OT OT JEY 10/31 USD 127.75 –14.5 –16.4 –2.8
Japan AdvantEdge JPY OT OT JEY 10/31 JPY 8303.85 –11.5 –13.1 –9.7
Japan AdvantEdge USD OT OT JEY 10/31 USD 96.27 –10.4 –11.2 –6.4
Lvgd Alpha AdvantEdge OT OT JEY 10/31 USD 102.60 –29.3 –31.4 –8.8
Trading AdvantEdge OT OT GGY 11/28 USD 150.32 11.8 13.5 17.2
Trading AdvantEdge EUR OT OT GGY 11/28 EUR 137.06 12.3 13.9 16.4
Trading AdvantEdge GBP OT OT GGY 11/28 GBP 144.24 14.6 16.5 18.6
US AdvantEdge OT OT JEY 10/31 USD 112.55 –11.0 –11.7 –0.2

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 11/20 EUR 246.02 –3.2 –3.9 1.4
Integrated Dir Trading EUR OT OT CYM 09/30 EUR 103.47 1.0 7.3 7.8
Integrated Emg Markets EUR OT OT CYM 09/30 EUR 83.79 –20.2 –18.9 –3.4
Integrated European EUR OT OT CYM 09/30 EUR 151.00 1.6 0.6 4.0
Integrated Event Driven EUR OT OT CYM 09/30 EUR 93.78 –12.6 –11.3 1.2
Integrated Lg/Sh Sel F EUR OT OT CYM 09/30 EUR 89.88 –10.1 –9.3 2.9
Integrated MultSt B EUR OT OT VGB 09/30 EUR 124.28 –10.9 –9.1 0.0
Integrated Relative Value EUR OT OT CYM 09/30 EUR 96.76 –3.7 –3.4 2.4

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 12/05 USD 192.74 –76.8 –75.8 –51.0
Antanta MidCap Fund EE EQ AND 12/05 USD 298.67 –83.5 –82.8 –51.4

Meriden Opps Fund GL OT AND 12/10 EUR 88.59 –21.0 NS NS
Meriden Protective Div GL EQ AND 11/24 EUR 78.88 –2.8 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 09/30 USD 1301.75 –12.2 –9.7 2.0

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 12/09 USD 82.99 73.6 78.7 37.6
Superfund GCT USD* GL EQ LUX 12/09 USD 3671.00 51.3 55.3 24.4
Superfund Gold A (SPC) GL OT CYM 12/09 USD 1027.01 16.9 23.9 22.6
Superfund Gold B (SPC) GL OT CYM 12/09 USD 1190.74 27.2 37.8 28.4
Superfund Q-AG* OT OT AUT 12/09 EUR 8761.00 35.4 38.1 19.6

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 11/28 USD 184.23 11.7 13.9 12.6

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 11/28 EUR 1279.60 2.3 2.7 9.1
Winton Evolution GBP GL OT VGB 11/28 GBP 1259.30 3.2 3.8 10.3
Winton Evolution JPY GL OT VGB 11/28 JPY 113320.39 –1.4 –1.2 5.4
Winton Evolution USD GL OT CYM 11/28 USD 1250.56 2.0 2.4 9.5
Winton Futures EUR GL OT VGB 11/28 EUR 202.25 19.2 19.4 19.0
Winton Futures GBP GL OT VGB 11/28 GBP 217.41 20.6 21.0 20.7
Winton Futures JPY Lead Series 2 GL OT VGB 11/28 JPY 14458.03 14.9 14.7 15.4
Winton Futures USD GL OT VGB 11/28 USD 718.25 18.5 18.8 19.5

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 12/05 EUR 114.22 –19.3 –11.6 –8.2
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 12/05 USD 240.73 –19.7 –12.0 –7.5
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 11/28 USD 1315.66 NS –1.0 –13.7 –15.8 –4.1

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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French police find explosives
in Paris department store

*First quarter of 2000 = 100

Source: DTZ

Cooling down
Index of residential prices* 
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China property prices keep buyers wary
Policy makers have made housing one of their top priorities because it is seen as a major source of stability

Russian industrial output plunges

Ukraine’s economy weakens furtherASSOCIATED PRESS

PARIS—Acting on a warning, po-
lice on Tuesday found a bundle of dy-
namite inside a Paris department
store, at the height of the holiday
season. A group demanding that
France withdraw from Afghanistan
claimed responsibility.

Five sticks of dynamite were
found tied together, but without a
detonator, in the third-floor rest-
room of the menswear depart-
ment at the Printemps depart-
ment store, police said. The store
is a favored shopping destination
for tourists and a Christmas sea-
son attraction because of its fes-
tive window displays.

Interior Minister Michèle Alliot-
Marie said “there was no risk of ex-

plosion.” She said the explosives ap-
peared “relatively old.”

News agency Agence France-
Presse said it received a letter Tues-
day morning from a group calling it-
self the Afghan Revolutionary Front
saying that several bombs had been
planted in the store. Police said they
searched the store and found the dy-
namite because of the warning. Ms.
Alliot-Marie said the group was “to-
tally unknown” to the police.

In the letter, the group de-
manded the withdrawal of French
troops from Afghanistan before the
end of February, and threatened at-
tacks if France refuses. President
Nicolas Sarkozy, who has increased
France’s troop levels there, said he
wouldn’t bend to terrorism.

Police discovered a bundle of dynamite in a prestigious Paris department store
Tuesday, after a tip from a group demanding France withdraw from Afghanistan.

ECONOMY & POLITICS

By Lidia Kelly

MOSCOW—Russian industrial
output plunged in November, exceed-
ing even the most pessimistic expec-
tations and affirming that the coun-
try’s economic fundamentals are too
fragile to fend off fears of a recession.

Industrial production, hit by li-
quidity shortages and falling export
demand, dropped an unadjusted
8.7% from November 2007, data re-
leased Tuesday by the Federal Statis-
tics Service, or Rosstat, showed.
Most economists expected a decline
in industrial output, but the consen-
sus was for a 1.5% to 2% slide.

Production was dragged down
chiefly by a sharp decline in the
steel sector, automobiles, fertilizers
and cement—the main drivers of
the robust industrial growth the

country enjoyed in recent years.
“The size of the decline in output is
striking and indicates that the econ-
omy has very little resilience to neg-
ative shocks,” Aleksandra Evti-
fyeva, an economist at the state-run
VTB Bank in Moscow, said in a note
to investors.

The Ministry of Economic Devel-
opment predicts industrial growth
of 1.9% this year—a third of what
Russia recorded in 2007.

After a controversial statement
last week by Deputy Economy Minis-
ter Andrei Klepach, who said the
economy has entered a period of re-
cession that promises to be long-
lasting, a number of Russia’s senior
officials rushed in to assure the pub-
lic and investors that isn’t yet the
case. “We expect positive growth
next year, up to 3%,” Finance Minis-

ter Alexei Kudrin said Monday.
There has been little going in Rus-

sia’s favor in recent weeks. The gov-
ernment’s $200 billion stimulus
package—one of world’s largest as a
percentage of GDP—has aided li-
quidity at some of the biggest banks
and has tamed a slide on the equity
markets. But it hasn’t stopped the
economy at large from deteriorat-
ing at a startling pace.

It has taken only three months
for GDP to fall from the robust 7%
rate of the past five years to what
economists predict will be negative
numbers in the next couple of quar-
ters. The central bank has engi-
neered a gradual decline of the ru-
ble in recent weeks, which has
brought the value of the currency
down 6% since early November and
10% since August.
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By Jonathan Cheng

SHENZHEN, China—Turning
around China’s slumping property
market could depend on luring
Jamie Chen and tens of millions of
the nation’s other potential home
buyers to the table. The problem,
she and others say: In many of Chi-
na’s biggest cities, falling home
prices are still too high.

“If I had enough money to make a
down payment, I wouldn’t wait. I
think it is a good time to buy now with
all the policies to help buyers,” said
Ms. Chen, a 28-year-old single woman
living with her parents in a suburb of
this Chinese boomtown. “Prices in my
area have adjusted to a more reason-
able level, but not in downtown.”

That reluctance suggests China’s
property market may have a way to
go before recovery, which has impli-
cations for the broader economy.
Policy makers have made housing
one of their top priorities, because it
is seen as a major source of stability
in the country and a further-reach-
ing reflection of citizens’ well-being
than the stock market. A decline in
construction activity also has been a
major factor in the slowdown.

Figures released last week by Chi-
na’s official National Development
and Reform Commission showed
that property-price growth in 70 of
the country’s largest cities in No-
vember slowed to just 0.2% from a
year earlier, the lowest growth

since the government began publish-
ing the numbers four years ago. The
statistics also showed a 0.5% drop in
November home prices compared
with October. Shenzhen registered
a 15% year-to-year drop.

That is a sharp turnaround from
just a few months ago, when China
was still posting double-digit per-
centage growth in prices across the
country, on a year-to-year basis.

But even so, prices in Shenzhen
are 63% higher than four years ago,
according to real-estate brokerage
firm DTZ. Some market watchers
say that puts homes out of reach of
many. Citigroup says the national av-
erage ratio of property price to
household annual disposable in-
come in China is 8.3, compared with
an average of 6.5 to 7.5 for develop-
ing countries. In a major city such as
Shenzhen, the ratio last year was
12.4, up from 8.6 just a year earlier.

“When times were good last year,
prices had gone up to an unaffordable
level—they were rising faster than in-
comes,” said Alan Chiang, DTZ’s Shen-
zhen-based head of mainland Chi-
nese residential property. Others be-
lieve China has enough potential buy-
ers at current prices, but they won’t
act until prices stop falling.

Dropping prices haven’t caused
a foreclosure wave like the one in
the U.S. because Chinese consumers
typically put down at least 30% on a
mortgage, and a substantial number
still pay for their houses in cash.

Mortgages remain attainable, and
central Chinese authorities slashed
mortgage rates and eased home-buy-
ing rules and taxes Oct. 22 to reduce
home-buying costs. Last month, the
government also unveiled a broader
stimulus package that calls for 900
billion yuan ($131 billion) to be spent
on more affordable housing over the
next three years, an effort that could
hurt home values depending in how
the policy is implemented.

Some of the initial evidence has
been tentatively encouraging, with
J.P. Morgan reporting an 11% jump
late last month in nationwide home
sales from the week before, the
third consecutive week of increases.
“There is just so much pent-up de-

mand,” said Frank Gong, the bank’s
China economist. “We’re starting to
see anecdotal encouraging signs,
but it’s not a widespread trend yet
and we don’t know if it will be sus-
tainable. But let’s see.”

Shenzhen-based China Vanke Co.,
China’s largest property developer by
market value, said Tuesday that sales
volumes in November had increased
marginally from a year earlier when
measured by floor space, but that rev-
enue had fallen nearly 16% over the
same period. That highlights both the
widespread discounting that develop-
ers have had to turn to, and home buy-
ers’ expectations that home prices
will continue falling.

As China’s economy soared in re-

cent years, property prices jumped,
helped in part by rampant specula-
tion. The promise of fatter profits
triggered a land-buying binge
among developers last year. But less-
noticed at the time was that home
buyers were dropping out of the mar-
ket as home prices climbed. In 2005,
when prices in Shenzhen were aver-
aging 7,000 yuan per square meter,
developers were selling an average
of 274 units a day, according to DTZ.
By 2007, prices had doubled, and
sales dropped to 140 units a day.

Shenzhen, a manufacturing cen-
ter of 12.7 million people, is one of
China’s biggest and most mature
property markets and is considered
a bellwether for the nation’s housing
scene. The first major market hit by
China’s property slump, Shenzhen
also was the first to see property de-
velopers slash prices in hopes of lur-
ing customers from the nation’s mas-
sive pool of potential home buyers.
Brokers say prices here have fallen
some 30% in the past year, and the
rate of unit sales has fallen by about
half from a year earlier.

On a recent weekend at the MixC,
a bustling mall in downtown Shen-
zhen, shoppers swarmed two large
display booths promoting high-end
apartments as sales staff took down
names and a musician plucked at a
traditional Chinese instrument to
draw shoppers. A lot of brochures
were picked up, but few commit-
ments were made.

By Lidia Kelly

MOSCOW—Ukraine’s GDP
plunged at its fastest rate in more
than a decade in November, and
President Victor Yushchenko
warned the worst is yet to come.

Gross domestic product in the
former Soviet republic contracted
14.4% in November from a year ear-
lier, the State Statistics Committee
said Tuesday. In January to Novem-
ber, the annual growth rate slowed
to 3.6%, just half the pace of the
past seven years.

Mr. Yushchenko told local au-
thorities the coming months will be
particularly painful. “In the first

quarter of 2009, GDP is expected to
fall between 7% and 10%,” he said,
according to his press service.

The news came as the country’s
currency, the hryvnia, hit a historic
low of 8.50 hryvnia to the dollar, de-
spite intervention from the Na-
tional Bank. The currency has shed
nearly half of its purchasing power
since late summer.

With an economy heavily depen-
dent on commodities, Ukraine is
proving to be among the hardest hit
emerging markets during the glo-
bal economic decline. As interna-
tional demand for steel collapsed,
so did prices, straining corporate
and banking liquidity, and causing

a freefall on the equity markets.
A conflict between Mr. Yush-

chenko and Prime Minister Yulia Ty-
moshenko has impeded action to
offset the growing crisis, delaying
the passage of measures in parlia-
ment and almost derailing a $16.5
billion loan agreement with the In-
ternational Monetary Fund.

November data released earlier
this month by the National Bank
showed Ukraine spent 80% of the
first tranche of the $16.5 billion
IMF loan within a month of receiv-
ing it. The central bank spent $3.4
billion in foreign exchange interven-
tions in November to defend the
hryvnia.
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Short Mat Dollar B US BD LUX 12/15 USD 6.71 –21.9 –21.6 –11.4
Short Mat Dollar B2 US BD LUX 12/15 USD 8.68 –21.9 –21.7 –11.5
Short Mat Dollar I US BD LUX 12/15 USD 6.71 –21.2 –20.8 –10.5

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 12/15 GBP 6.48 –31.5 –30.8 –15.6
Andfs. Borsa Global GL EQ AND 12/15 EUR 5.70 –40.4 –40.1 –21.5
Andfs. Emergents GL EQ AND 12/15 USD 9.95 –53.2 –52.9 –20.1
Andfs. Espanya EU EQ AND 12/15 EUR 10.60 –39.9 –41.2 –20.6
Andfs. Estats Units US EQ AND 12/15 USD 11.94 –41.2 –39.7 –20.5
Andfs. Europa EU EQ AND 12/15 EUR 6.38 –42.4 –42.5 –22.8
Andfs. Franca EU EQ AND 12/15 EUR 8.17 –41.9 –41.7 –23.7
Andfs. Japo JP EQ AND 12/15 JPY 432.85 –44.0 –44.9 –28.2
Andfs. Plus Dollars US BA AND 12/15 USD 8.37 –21.8 –21.4 –10.6
Andfs. RF Dolars US BD AND 12/15 USD 10.14 –10.5 –10.1 –4.7
Andfs. RF Euros EU BD AND 12/15 EUR 8.89 –19.5 –19.2 –11.3
Andorfons EU BD AND 12/15 EUR 11.91 –22.1 –21.7 –13.5
Andorfons Alternative Premium OT OT AND 10/31 EUR 97.79 –15.8 –16.5 –4.5
Andorfons Mix 30 EU BA AND 12/15 EUR 8.05 –30.6 –30.3 –16.9

Andorfons Mix 60 EU BA AND 12/15 EUR 8.00 –39.3 –38.3 –21.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 12/05 USD 122453.88 –53.1 –53.2 –23.2

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 12/16 EUR 10.05 –1.2 –1.2 0.3
DJE-Absolut P GL EQ LUX 12/16 EUR 171.50 –32.0 –30.8 –12.7
DJE-Alpha Glbl P EU BA LUX 12/16 EUR 150.67 –26.3 –24.8 –9.4
DJE-Div& Substanz P GL EQ LUX 12/16 EUR 170.42 –28.5 –28.4 –11.3
DJE-Gold&Resourc P OT EQ LUX 12/16 EUR 126.05 –32.7 –31.9 –12.7
DJE-Renten Glbl P EU BD LUX 12/16 EUR 118.24 –3.1 –2.9 –0.5
LuxPro-Dragon I AS EQ LUX 12/16 EUR 98.47 –45.6 –44.4 –8.3
LuxPro-Dragon P AS EQ LUX 12/16 EUR 96.26 –46.8 –45.6 –9.3
LuxTopic-Aktien Europa EU EQ LUX 12/16 EUR 14.24 –26.1 –25.6 –7.5
LuxTopic-Pacific AS EQ LUX 12/16 EUR 8.92 –58.5 –58.4 –27.0

n EAST CAPITAL

n website: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 12/12 EUR 39.33 –64.2 –64.5 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 12/12 USD 40.44 –67.3 –67.5 NS
(Lux) Russian EUR EE EQ LUX 12/16 EUR 33.11 –70.9 –70.9 NS

(Lux) Russian USD EE EQ LUX 12/12 USD 34.35 –73.2 –73.4 NS
Balkan Fund EE EQ SWE 12/16 SEK 11.75 –64.7 –64.1 –29.0
Baltic Fund EE EQ SWE 12/16 SEK 32.46 –55.9 –55.5 –32.3
Eastern European Fund EU EQ SWE 12/16 SEK 21.51 –60.7 –60.8 –29.6
Russian Fund EE EQ SWE 12/16 SEK 609.86 –65.1 –65.1 –33.0
Turkish Fund EE EQ SWE 12/16 SEK 4.72 –58.8 –58.2 –22.7

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 11/27 CHF 69.68 –53.9 –51.2 –19.2
HF-World Bds Abs Ret OT OT CHE 11/27 USD 71.92 –21.2 –20.7 –9.6

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 11/28 USD 31.79 –50.6 –48.5 –7.3

EFG-Hermes MEDA* GL EQ BMU 10/31 USD 21.96 –39.3 –34.5 –4.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 12/02 SAR 4.69 NS NS NS
EFG-Hermes Telecom OT EQ BMU 10/31 USD 25.98 –32.2 –32.0 –3.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 12/15 USD 232.75 –25.3 –25.0 –11.5
Sel Emerg Mkt Equity GL EQ GGY 12/15 USD 129.20 –52.3 –51.5 –20.3
Sel Euro Equity EUR US EQ GGY 12/12 EUR 75.11 –48.6 –50.1 –27.9
Sel European Equity EU EQ GGY 12/15 USD 135.53 –52.2 –52.0 –27.2
Sel Glob Equity GL EQ GGY 12/15 USD 138.09 –49.4 –49.1 –27.4
Sel Glob Fxd Inc GL BD GGY 12/15 USD 126.67 –13.7 –12.6 –5.2
Sel Pacific Equity AS EQ GGY 12/15 USD 86.42 –51.0 –50.5 –20.2
Sel US Equity US EQ GGY 12/15 USD 96.22 –43.6 –43.6 –23.6
Sel US Sm Cap Eq US EQ GGY 12/15 USD 118.47 –48.7 –48.5 –30.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 12/15 EUR 288.56 –20.0 –20.1 –10.4
DSF 50/50 EU BA LUX 12/15 EUR 214.02 –27.9 –28.1 –15.0
DSF 75/25 EU BA LUX 12/15 EUR 161.54 –35.7 –36.0 –20.1
KBC Eq (L) Europe EU EQ LUX 12/15 EUR 387.20 –49.1 –49.5 –29.2
KBC Eq (L) Japan JP EQ LUX 12/15 JPY 16410.00 –44.5 –45.3 –30.5
KBC Eq (L) NthAmer EUR US EQ LUX 12/15 EUR 439.09 –43.0 –42.9 –22.7
KBC Eq (L) NthAmer USD US EQ LUX 12/15 USD 636.67 –41.6 –41.3 –20.6
KBL Key America EUR US EQ LUX 12/12 EUR 305.56 –47.7 –47.8 –24.5
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Bad bets lead to a shake-up
within OppenheimerFunds

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

Crisis spurs interest in Treasurys

On euro’s 10th birthday, no celebrations
Europe’s currency
tested by growing gap
in national economies
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By Maya Jackson Randall

And Min Zeng

A global flight to safety sent for-
eign investors scrambling for short-
term dollar-denominated assets in
October, with buyers around the
world snapping up some $147 bil-
lion in U.S. Treasury bills as the
credit crisis hit a peak.

With global markets roiled by
the fallout from the Lehman Broth-

ers Holdings Inc.
bankruptcy filing
and the bailout of
insurer American
International

Group Inc., foreign buyers shunned
longer-dated securities including
stocks and corporate debt, purchas-
ing just $1.5 billion after buying
$65.4 billion in September, accord-
ing to monthly data published by
the Treasury Department.

“Net long-term capital flows to
the U.S. declined sharply in October,
as the global financial crisis reached
a zenith and risk aversion became
acute,” said Brian Bethune, chief
U.S. financial economist at IHS Glo-
bal Insight. “Sharp business-cycle
downturns in Europe, Japan and
emerging markets precipitated
sharp drops in commodity prices
and a severe global flight to qual-
ity.”

That trend likely continued in No-
vember and December, as demand
for T-bills drove annual yields on
the three-month bill into negative
territory last week. On Tuesday, the
three-month-bill yield stood at
0.038% as investors continued to
opt for safety over returns.

On Tuesday, the Fed said it
would keep its target interest rate
between zero and a quarter-percent-
age point after having moved it to
1% in October. Treasurys continued
to rally as investors mulled the pros-
pects of the Fed using unconven-
tional tools—such as buying longer-
dated Treasury debt—to keep cash
flowing to the economy.

Late in New York, the 10-year
Treasury note rose 1 19/32 at 112
6/32 to yield 2.364%.Amid the tur-
moil, foreigners fled debt issued by
federally chartered housing finance
firms Fannie Mae and Freddie Mac,
which the government nationalized
in the previous month. Foreign in-
vestors sold a net $50.2 billion in
such debt in October, compared
with purchases of $6.2 billion in Sep-
tember. Moreover, this trend contin-
ued in November and December,
said Tony Crescenzi, interest-rate
strategist at Miller Tabak & Co., cit-
ing data from the Federal Reserve.

“It is critical that foreign inves-
tors stay invested in U.S. securities,

in particular in light of the massive
U.S. effort to end the financial crisis
and given the size of the U.S. budget
deficit,” Mr. Crescenzi wrote in a
note.

Foreigners have continued to
move out of agency debt even after
the Fed in late November launched a
plan to buy as much as $100 billion
of this debt. However, the Fed’s ac-
tions have helped the agency-debt
market to recover, Mr. Crescenzi
said.

In total, net capital inflows to the
U.S. soared to $286.3 billion in Octo-
ber from September’s $142.6 bil-
lion.

Among foreign holders of Trea-
surys, China remained in the lead, af-
ter overtaking Japan in September
as biggest holder of U.S. govern-
ment debt. Its holdings jumped to
$652.9 billion in October from $587
billion in September. Japan’s Octo-
ber holdings totaled $585.5 billion.

“China has apparently been
swapping its agencies for Trea-
surys, as evidenced by its massive
net purchase of $65.9 billion of Trea-
surys in October,” Mr. Crescenzi
said.

Foreign demand for Treasurys
has remained strong even as the gov-
ernment has sold massive amounts
of new debt to fund its support pro-
grams for the economy.

The euro’s 10th birthday is Jan. 1,
and financial markets are suggest-
ing the start of a troubled second de-
cade for the currency.

Even as some countries are ea-
ger to crowd under the euro’s um-

brella, the financial crisis and deep-
ening recession have unleashed the
biggest challenge of the European
currency’s lifetime.

The 15-nation euro zone is
headed for a slowdown that could
be its sharpest since World War II,
and the bloc’s less-competitive econ-
omies remain hamstrung by inter-
est rates set by the European Cen-

tral Bank. A lack of political unity
has produced a helter-skelter ap-
proach to bank bailouts and fiscal
stimulus, unnerving investors.

The fears are more acute for the
euro zone’s weakest and most-in-
debted members, like Italy and
Greece: Credit markets are reflect-
ing rising levels of concern that
those countries could eventually de-
fault on their debt, or even consider
leaving the currency union.

These issues help to explain why
the euro, which aspires to be an alter-
native to the U.S. dollar on the global
stage, has faltered in recent months,
weakening about 15% against the
buck since its peak in July.

Over the past several days, the
euro has strengthened against the
dollar as the greenback’s own vul-
nerabilities have come to the fore.
The U.S. Federal Reserve moved its
key interest rate closer to zero Tues-
day, further lessening the incentive
for investors to hold short-term in-
struments denominated in dollars.

Still, the current economic back-
drop is throwing the currency bloc’s
inherent strains into focus. In bond
markets, investors are betting pricey
bank-bailout packages and slowing
growth will weigh on countries in
southern Europe—and demanding
higher premiums to buy their debt.

That is pushing to record levels
the gap between the yield on Ger-
man bonds, deemed the bloc’s saf-
est, and the bonds of countries in-
cluding Italy and Greece. The spread
between Italian and German 10-year
bonds hovered around 1.36 percent-
age points Monday, more than four
times its average over the euro’s
first eight years.

Continuing social unrest in
Greece also pushed the gap between
the yield on its 10-year bond and
that of its German counterpart to a
fresh high of more than two percent-
age points.

Meanwhile, the cost of buying in-
surance on Spanish, Italian and
Greek debt has more than tripled

over the past six months, according
to credit information firm Markit
Group. Even as the market turmoil
has eased in recent weeks, the price
of such insurance on these coun-
tries’ debt has continued to increase,
touching highs earlier this month.

The widening spreads and in-
creasing insurance costs show that
investors have very different beliefs
about where individual euro-zone
economies are heading. That in turn
could hurt the appeal of the euro as
a reserve currency.

In the past, the market for gov-
ernment bonds in the euro zone
“was harmonious, so the combined
liquidity was very impressive,”
notes Stephen Jen, global head of
currency research at Morgan Stan-
ley. With member-country bond
yields now diverging, “it’s a frag-
mented set of markets.” That mat-
ters for managers of central-bank re-
serves, he says, who place a pre-
mium on liquidity.

In addition, if the recession

proves protracted, economies like
those of Greece and Italy are likely to
have a particularly painful down-
turn. Some investors say in the
event of a serious crisis, there is an
implicit understanding that other na-
tions in the euro zone would provide
the weakest members with financial
support—in effect, bailing them out.

The current economic backdrop
is casting a shadow over what
should be a happy 10th anniversary
of the euro on the first of January,
when the currency union also will
add Slovakia as its 16th member.

The chances of a breakup of the
euro zone remain slim. A country
that pulled out of the currency bloc
would face spiraling debt costs, be-
cause its euro-denominated debt
would need to be repaid with a less-
valuable national currency. Ditching
the euro also could topple domestic
banking systems by prompting citi-
zens to yank euro deposits en masse
before the currency changeover,
UBS economists wrote recently.

By Diya Gullapalli

An OppenheimerFunds Inc. ex-
ecutive who oversaw big leveraged
bets that blew up, with the U.S.
firm’s flagship junk-bond mutual
fund down 82% this year, has left
the company.

Senior Vice President Angelo
Manioudakis, who headed up the
firm’s so-called Core Plus team, re-
signed Friday. The team managed
more than $16 billion in retail, or in-
dividual-investor-oriented, fund as-
sets. Under Mr. Manioudakis, invest-
ments in the likes of mortgage-
backed securities and credit default
swaps went awry.

Those woes fueled the 80% drop
at Oppenheimer Champion In-
come, one of the worst showings
among the roughly 150 U.S. junk
funds that invest in “high yield,” or
below-investment-grade, bonds.
The average junk-bond fund is
down 32% in 2008.

The situation is a rare black mark
for OppenheimerFunds, a unit of
Massachusetts Mutual Life Insur-
ance Co. that recently had $195 bil-
lion in assets. OppenheimerFunds is
no longer part of Oppenheimer & Co.

OppenheimerFunds owns Trem-
ont Capital Management, an invest-

ment-management firm that put
hundreds of millions of investors’
dollars into funds overseen by Ber-
nard Madoff, who recently admit-
ted to carrying out a $50 billion
Ponzi scheme.

Mr. Manioudakis, 42 years old,
couldn’t be reached for comment. He
joined OppenheimerFunds in 2002
and was previously with a unit of Mor-
gan Stanley Investment Management.

The firm earlier this month said
it is bringing in Geoffrey Craddock as
new director of risk management
and asset allocation. Mr. Craddock,
who formerly headed market risk
management at Canadian bank CIBC,
will monitor risk for Oppenheimer-
Funds’ stock and bond offerings.

For Core Plus, Jerry Webman, di-
rector of fixed income at Oppenhe-
imerFunds, will temporarily take
over as team leader.

Mr. Webman, 59, acknowledges it
has “been a disappointing perform-
ance year” for the team’s funds. Sev-
eral have declined sharply relative to
peers. At Oppenheimer Champion
Income, assets have fallen more
than 70% to about $625 million from
a peak in May, largely due to declines
in the fund’s holdings. Oppenheimer-
Funds put $150 million in the fund
last month to boost liquidity.
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Caroline Kennedy looks to Senate
Democrat seeks seat
vacated by Clinton;
experience questions

Caroline Kennedy was a crucial member of the Obama vice-presidential search committee. Republicans questioned her
experience.

By John Hechinger

And Laura Meckler

President-elect Barack Obama
named Chicago schools chief Arne
Duncan as his education secretary on
Tuesday—choosing a hometown
friend who has introduced some edu-
cation reforms popular with conser-
vatives without alienating teachers
unions.

The announcement came at a
news conference in Chicago, a transi-
tion aide said. Mr. Duncan, who has
been Chicago’s top school official for
seven years, has overseen the closure
of struggling schools, advocated
merit pay for better teachers, and
adopted a program to use private
money to reward children for better
grades.

Hehasstraddledtwocompetingfac-
tions of the education community: the
teachers unions, who push for more
fundingandsmallerclasses,andamove-
ment that favors accountability and
free-market-style incentives and looks
to hold schools and teachers more ac-
countable for student performance.

Those within the Democratic party
who supported him say he has im-
proved student achievement, gradua-
tion rates and college-going rates in
the nation’s third-largest school sys-
tem, which was called the worst in the
nation by former Education Secretary
William Bennett in the late 1980s.

Like Mr. Obama, Mr. Duncan, 44
years old, is Harvard educated and
loves basketball. The two are person-

ally close, with the pair sometimes
playing pickup basketball together. In
fact, Mr. Duncan, as an undergradu-
ate, was co-captain of the Harvard bas-
ketball team and briefly played profes-
sional basketball in Australia.

The choice of Mr. Duncan comes as

the Education Department faces a de-
bate next year over the reauthoriza-
tion of No Child Left Behind, President
Bush’s controversial education law.
NCLB, which took effect in 2002, man-
dates that all students be proficient in
readingandmathby2014andrequires

that school systems show steady
progress toward meeting that goal or
face sanctions.

Mr. Obama has called for in-
creased funding for NCLB programs
such as teacher training and better
testing. He has said he wants to in-
crease spending on early-childhood
education by about $10 billion annu-
ally and provide a $4,000 annual tax
credit to college students who per-
form 100 hours of community service.

Advocates of the law, including
both Democrats and Republicans, be-
lieveNCLB’stestingrequirementspro-
vides an important way to hold
schools accountable for students’
achievement. But critics, including
teacher’s unions, some education ex-
perts and school systems, have com-
plained bitterly about the law’s fre-
quent testing and lack of funding.

Tom Loveless, an education expert
at the Brookings Institution, a Wash-
ington think tank, called Mr. Duncan a
“safe choice. It reconciles the disagree-
ments within the Democratic Party.”

Monday night, Janet Bass, a
spokeswoman for the American Feder-
ation of Teachers, which represents
Chicago teachers, declined to com-
ment on the appointment prior to the
official announcement, but said: “As
we have said in the past, we have a
high opinion of Arne Duncan.”

Obama taps education chief from Chicago
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Arne Duncan was named Education
secretary. At right, Education Secretary
Margaret Spellings.
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By Brad Haynes

And Monica Langley

After shunning the spotlight for
much of her life, Caroline Kennedy
has decided to seek the Senate seat
being vacated by New York Sen. Hill-
ary Clinton.

New York Gov. David Paterson
said Monday that Ms. Kennedy, the
daughter of President John F.
Kennedy, notified him she was inter-
ested in the seat once held by her un-
cle, Robert F. Kennedy.

Ms. Kennedy entered the politi-
cal fray nearly a year ago when she
gave a strong endorsement to
Barack Obama, whom she compared
to her father, in the closely fought
Democratic primary. She was a ma-
jor draw on the campaign trail and
in June was named to Mr. Obama’s
vice-presidential search committee,
where she emerged as a crucial
member of the vetting team.

Ms. Kennedy began calling prom-
inent figures in New York politics
Monday morning to announce her
intentions, including New York
Mayor Michael Bloomberg, Time
Warner Inc. Chairman Richard Par-
sons, the Rev. Al Sharpton and up-
state New York Democratic Rep. Lou-
ise Slaughter, who offered her pub-
lic endorsement.

Joel Klein, New York City’s
schools chancellor, said Ms.
Kennedy told him she is “seriously
interested” in the post. “It’s terrific
for New York,” said Mr. Klein, who
enlisted Ms. Kennedy to help raise
millions of dollars and set up a “stra-
tegic partners” office for New York

City public schools.
Ms. Kennedy has hired the politi-

cal consulting firm Knickerbocker
SKD, which is headed by New York
Democratic Sen. Charles Schumer’s
former chief of staff, Josh Isay.

At the beginning of December,
President-elect Obama said he
would nominate Mrs. Clinton as sec-
retary of state, opening up her Sen-
ate seat. The governor will appoint
someone to fill out the last two
years of her term.

Republicans, as well as some
backers of Mrs. Clinton’s failed pres-

idential run, have questioned Ms.
Kennedy’s readiness for the Senate,
citing her lack of experience in pub-
lic office. One prospective candi-
date for the seat in two years, Rep.
Peter King, a Long Island republi-
can, suggested that her selection
would make him more likely to run
in 2010.

Speculation has been wide-rang-
ing about whom Gov. Paterson
would appoint to the seat. Powerful
advocates, including Massachusetts
Sen. Edward Kennedy and Mayor
Bloomberg, have made the case pub-

licly for Ms. Kennedy.
A Marist poll released last week on

who should fill the open seat showed
Ms. Kennedy and New York Attorney
General Andrew Cuomo tied at 25%
support among registered voters in
the state; just as many voters are un-
sure who should fill the seat.

Other possible contenders regis-
tered in the single digits. Ms. Kennedy
led among Democrats, while Mr.
Cuomo had the advantage with Repub-
licans. But both Democrats were seen
positively among more then 60% of
those polled.

By Stephen Power

CHICAGO—President-elect
Barack Obama is pushing to give U.S.
energy policy a California-style make-
over, choosing for key energy and envi-
ronmental posts people who advocate
more aggressive steps against climate
change.

Mr. Obama introduced Monday
the people who will advise him on en-
ergy and environmental policy, includ-
ing several figures who either hail
from the Golden State or have called
for emulating California’s policies in
the fight against climate change.

“Consistently, California has hit
the bar” on environmental policy,
“and the rest of the country has fol-
lowed,” Mr. Obama said during the
news conference here.

Mr. Obama’s picks in the energy
and environmental arena signal a
sharpbreakwithBushadministration,
in contrast with Mr. Obama’s choices
for some national-security and eco-
nomic posts, who reflected a tilt to-
ward continuity.

Mr. Obama’s nominee for Energy
secretary is Steven Chu, a Nobel Prize-
winning physicist who is director of
the Lawrence Berkeley National Labo-
ratory in California. Mr. Chu has
praised California’s approach to en-
ergy conservation, and called for ag-
gressive steps on climate change.

Mr. Obama also named Carol
Browner, who headed the Environ-
mental Protection Agency during the
Clinton administration, to be the
White House czar coordinating cli-
mate policy. Ms. Browner has said pub-
licly that the next president’s priority
should be to direct the EPA to recon-
sider the decision by President
George W. Bush’s current EPA adminis-
trator, Stephen Johnson, to deny Cali-
fornia a waiver from the Clean Air Act
that would have allowed the state to
regulate greenhouse-gas emissions
from automobiles.

ToheadtheEPA,Mr.Obamanamed
Lisa Jackson, former head of New Jer-
sey’s Department of Environmental
Protection,wholedher state’seffortto
implement auto greenhouse-gas stan-
dards modeled after California’s. Los
Angeles Deputy Mayor Nancy Sutley
was nominated to run the president’s
Council on Environmental Quality.

Mr. Obama, meanwhile, appears
poised to round out his energy and en-
vironmental team by naming Demo-
cratic Sen. Ken Salazar of Colorado as
Interior secretary. Mr. Salazar fought
the Bush administration’s efforts to al-
low oil-shale development in the
West, but has also worked with Repub-
licans on legislation to allow for some
increased offshore drilling in ex-
change for greater spending on low-
carbon technology.

Mr. Obama’s picks add to the grow-
ing number of Californians who will in-
fluence U.S. energy policy. That group
includes House Speaker Nancy Pelosi,
who has made addressing global
warming a priority; Senate Environ-
ment Committee Chairman Barbara
Boxer; and Rep. Henry Waxman, who
last month defeated Rep. John Dingell
(D., Mich.) for the chairmanship of the
House Energy and Commerce Com-
mittee.

Mr.ChuhasheldupCalifornia’spoli-
cies on conservation as a model for the
rest of the U.S., noting in a speech in
Washington earlier this year that the
state’s real gross domestic product has
grown by a factor of two since the early
1970s, even as electricity consumption
per person has risen only moderately.

Opponents of California’s policies
note that the state pays relatively
high electricity rates.

Obama unveils
California-style
team for energy
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Leading 9 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

NS CAAM Prem Crédit Agricole EURiFrance –3.83 –3.29 21.87 NS
Opportunités Acc

5 ESPA Erste Sparinvest EURiAustria –7.94 –7.48 1.63 NS
Portfolio Creative A Inc KAG

NS Raiffeisen Raiffeisen Schweiz EURiLuxembrg –9.32 –8.05 NS NS
Cap Protection Mat 2014 Acc (Lux) Fonds SICAV

NS High-DiscountPortfolio Universal-Investment EURiGermany –12.23 –10.73 NS NS
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Japanese shares fall ahead of Fed

Chinese steel firms haggle
Producers may have
upper hand in quest
for iron-ore price cuts
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By V. Phani Kumar

Asian markets ended mixed Tues-
day in a volatile session marked by
thin trading volumes as investors
awaited the U.S. Federal Reserve’s
decision on interest rates.

Japanese shares were dragged
down by steelmakers such as Nip-

pon Steel on a re-
port that Toyota
Motor planned to
ask its steel suppli-
ers to cut prices

sharply. Australian stocks also fell,
with Telstra sliding on a broker
downgrade of its target price after
the government excluded the tele-
communications major from a ten-
der process for a national broad-
band network.

Thai stocks jumped as investors
snapped up beaten-down shares on
hopes the appointment of Democrat
Party’s Abhisit Vejjajiva as prime
minister will result in a stable gov-
ernment after months of political
turmoil.

Jamie Spiteri, head of trading at
Shaw Stockbroking in Sydney, said a
steep interest-rate cut by the Fed-
eral Open Market Committee may re-
sult in an immediate positive reac-
tion in equity markets, “but we are
expecting lower rates as a common
landscape across most markets to
continue.”

Ben Kwong, chief operating of-
ficer at KGI Asia, said a half-point re-
duction had been factored into the
current market prices and was the
most likely outcome, as the Fed
“will leave some room for a further
cut.”

Japan’s Nikkei Stock Average of
225 companies fell 1.1% to 8568.02.
Nippon Steel fell 4.4% and JFE Hold-
ings dropped 5.9%. Toyota eased
0.7% lower.

Among other exporters, Sony
dropped 5.9% and Honda Motor
skidded 5.4% on concerns about the
impact of a strong yen on their earn-
ings.

Toshiba fell 1.5% on a Nikkei re-
port the company plans large-scale

production cuts at its semiconduc-
tor plants. Toshiba plans to halt pro-
duction at its Kitakyushu plant for a
month, in addition to a three-week
suspension at another site in Ky-
ushu and suspension of some pro-
duction lines at its Yokkaichi plant
in Mie prefecture.

Australia’s S&P/ASX 200 index
slid 1% to 3556.20. Telstra slid 3% af-
ter Citigroup cut the company’s tar-
get price to 3.40 Australian dollars
(US$2.27) from A$3.65.

In Bangkok, the SET Index rose
1.9% to 445.31, extending gains from
the previous session. Bank of
Ayudhya climbed 5.4%, and Thai Air-
ways International rose 2.8%, while
PTT Exploration & Production ad-
vanced 0.9%.

South Korea’s Kospi gained 0.3%
to 1161.56. India’s Sensex added 1.5%
to 9976.98, while Indonesia’s JSX
Composite fell 1.2% to 1342.84.

China’s Shanghai Composite ad-
vanced 0.5% to 1975.01, and Hong
Kong’s Hang Seng Index edged 0.6%
higher to 15130.21.

By Alex Wilson

MELBOURNE, Australia—Chi-
na’s steel industry has opened an-
nual iron-ore price talks with the
mineral’s big-three producers, call-
ing for deep cuts to yearly prices
and an early start to the next con-
tract period.

For the first time since 2002,
steelmakers would seem to have the
upper hand in the negotiations, as
the economic slowdown shrinks Chi-
na’s steel production and adds to
the iron ore stockpiled at its ports.

As a vital input to steelmaking,
the price of iron ore is a key determi-
nant of economic growth. Hefty
price increases for the year begin-
ning April 2008 reflected massive
demand from China’s supercharged
economy.

But recent months have shown
that China isn’t immune to the glo-
bal economic slowdown, and the col-
lapse in steel prices there points to
the first fall in contracted iron-ore
prices for six years. Now that de-

mand is faltering, the big-three—
Brazil’s Companhia Vale do Rio
Doce, and Australia’s BHP Billiton
Ltd. and Rio Tinto Ltd.—which to-
gether supply 75% of the seaborne
iron-ore market, are cutting back
production.

Analysts at UBS expect the two
sides to agree to a 40% drop in the
contract price. Their view is that,
while Beijing’s stimulus package
should help drive a recovery in iron-
ore demand, large stockpiles mean
the recovery in prices will have to
wait until the second half of
2009—too late to save miners from
a price cut.

“We believe Chinese buyers of
iron ore will take an extremely ag-
gressive stance with foreign suppli-
ers of iron ore in response to the fall-
ing profitability in the Chinese steel
industry,” Goldman Sachs JBWere
analysts said in a recent note.

Chinese steelmakers’ tough pos-
turing is the opening salvo in what
promises to be another turbulent
round of talks. By asking for the con-
tract year to begin early on Jan. 1,
they are looking for speedy relief on
margins squeezed by high iron-ore
costs and low steel prices. Govern-
ment data Monday showed Chinese
steel output in November fell 12%
year-to-year.

The sharp reversal in fortunes
comes after miners won their sixth
consecutive price hike last year in a
bruising and protracted round of ne-
gotiations that saw the long-stand-
ing benchmark pricing system put
under strain.

With Chinese iron-ore invento-
ries at record levels of about 80
million metric tons, fresh demand
has dried up, spot prices have
slumped and steelmakers have be-
gun seeking deferral of shipments
despite their long-term con-
tracts.

New contract prices take effect
April 1, and the negotiations usually
begin late in the previous year.
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Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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By Jonathan Cheng

HONG KONG—Richard Li’s plan
to buy out minority shareholders
in PCCW Ltd. was dealt a setback
Tuesday after shareholder-advi-
sory firm Glass, Lewis & Co. ad-
vised independent shareholders to
reject the offer, citing a low price
and a lack of “compelling strategic
rationale for the deal.”

Mr. Li, PCCW’s chairman, and
China Network Communications
Group Corp., or China Netcom,
have offered HK$4.20 a share to
take Hong Kong’s dominant fixed-
line telephone operator private in
an arrangement that could cost as
much as HK$15.49 billion (US$2 bil-
lion). Shareholders are scheduled
to vote Dec. 30 on the proposal.
Mr. Li is PCCW’s biggest share-
holder, owning 28.3% of the
shares, partly through his Sin-
gapore holding company Pacific
Century Regional Developments
Ltd. China Netcom owns 19.8%.

To succeed, Pacific Century Re-
gional Developments needs the sup-
port of 75% of PCCW’s minority
shareholders casting votes, and
those voting against the deal must ac-
count for less than 10% of the total.

Earlier this month, N M Roths-

child & Sons (Hong Kong) Ltd., an
independent financial adviser to
PCCW, called the buyout offer “fair
and reasonable.”

But Glass Lewis disagreed, not-
ing that while the HK$4.20 offer
on Nov. 4 represented a hefty pre-
mium to PCCW’s previous closing
price of HK$2.90, the offer was
still near a nine-year low. PCCW
shares are down 23% this year, slid-
ing slightly Tuesday to close at
HK$3.57, a 15% discount to the of-
fer price.

PCCW and China Netcom didn’t
respond to requests for comment
on Glass Lewis’s recommendation.

PCCW shares have consistently
traded below the buyout offer
price. Earlier this month, PCCW
warned it may have to cut its divi-
dend payment if the buyout failed,
citing its increasing debt.

San Francisco’s Glass Lewis is
generally considered a bigger
name in the U.S. than in Asia, but
its recommendations still carry
some influence. China Netcom
posted on its Web site a September
recommendation from Glass Lewis
that independent shareholders ap-
prove a separate deal in which it
would merge with rival China Uni-
com Ltd.
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