
U.S. stocks fell sharply, break-
ing a five-day rising streak, as
data on manufacturing both in
the U.S. and elsewhere added
to concern that the global
downturn will be worse than
expected. Key indexes fell in Eu-
rope, led by declines in re-
source stocks. Pages 1, 19
n Oil futures tumbled 9.5%, to
$49.28 a barrel in New York,
amid a steep drop in manufac-
turing activity in November and
a selloff in U.S. stocks. Page 6

n The U.S. recession began
last December, and Fed Chair-
man Bernanke said it shows
signs of getting deeper. Page 2

n Aer Lingus rejected rival Ry-
anair’s new $950 million take-
over bid, calling the offer under-
priced and unworkable. Page 5

n The yuan fell sharply against
the dollar leading up to the
twice-a-year China-U.S. eco-
nomic summit that begins
Thursday in Beijing. Page 24

n Sacyr-Vallehermoso agreed to
sell highway operator Itinere to
a Citigroup infrastructure fund,
in a $3.65 billion deal. Page 3

n Ford Motor is re-evaluating
a sale of its Volvo luxury-car
business as sales of the brand
continue to slump. Page 4
n GM is trying to craft a viabil-
ity plan to present to U.S. law-
makers as it attempts to secure
a federal rescue loan. Page 4

n Sales of small European cars
are rising, an indication custom-
ers still can be enticed to buy
models that make the right life-
style statement. Page 4

n AIG is selling its private
bank to Abu Dhabi’s Aabar In-
vestments as it works to shed
assets and repay debt. Page 22

n Israel’s economy, dominated
by a relatively small group of ty-
coons, is girding for a blow, roil-
ing financial markets—and poli-
tics—ahead of elections. Page 19

n The eight largest U.S. mort-
gage lenders reported fewer orig-
inations in the first nine months
of 2008, while some smaller ri-
vals saw opportunity. Page 20

Stocks sink
on global fears
of a slowdown

India demanded that Pakistan
hand over two terror suspects
and warned that relations be-
tween the rival nations would
suffer if swift action isn’t
taken, as evidence grew of a Pa-
kistani link to the Mumbai at-
tack. Both men have been ac-
cused of orchestrating previous
attacks in India, but neither
has been directly implicated in
last week’s assault. Page 1

n Merkel dismissed calls for
Germany to slash taxes or
greatly boost spending, though
data showed the country sliding
deeper into recession. Page 1

n Obama pledged to make a
clean break from Bush adminis-
tration policies on Iraq, Afghan-
istan and overseas diplomacy,
as he formally announced his
national-security team. Page 10

n Multiple blasts struck secu-
rity forces in Baghdad and Mo-
sul, killing at least 33 people and
injuring dozens, including four
U.S. soldiers and an Iraqi general.

n Romanian elections produced
a Parliament that will remain
fragmented and will raise con-
cerns that the country will make
rapid wage gains a priority
over tighter fiscal policy. Page 3

n Icelanders stormed the cen-
tral bank to demand the ouster
of the governor, blaming him
for the nation’s economic crisis.

n Militants in Pakistan attacked
trucks ferrying supplies to coa-
lition forces in Afghanistan, kill-
ing two people and destroying
a dozen vehicles, police said.

n Many Thais are looking to
either the courts or the nation’s
influential royal family to help
end the political crisis. Page 31

n A Libyan ship trying to de-
liver aid to Hamas-controlled
Gaza turned back in the face of
an Israeli naval blockade.

n A U.N. climate conference
opened in Poland with warnings
that the financial crisis can’t di-
vert efforts to control emissions.

n Kuwait’s emir accepted the
resignation of the cabinet and
asked the departing prime min-
ister to form a new government,
the speaker of Parliament said.

n The rate of HIV infection in
Europe nearly doubled between
2000 and 2007, to 75 per million
people, an EU-U.N. report said.

Merkel’s budget course
for Germany draws fire

India demands Pakistan
give it 2 terror suspects
Relations will suffer
without swift action,
New Delhi warns
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The Dow Industrial Average
dropped 7.7%, marking the year’s
second-worst percentage decline,
as the U.S. stock market turned
from red-hot to chilly.

Disappointing manufacturing ac-
tivity in China, Britain, the U.S. and
the euro zone fueled investors’ fears
of a slowdown worse than expected.

The gloom also covered Europe,
with the Dow Jones
Stoxx 600 index 6%
lower at 193.91. Ba-
sic resource stocks
led the tumble,

with aluminium producer Norsk Hy-
dro dropping 11% and mining group
Anglo American losing more than
14%.

U.S. Treasury securities rose Fed-
eral Reserve Chairman Ben Ber-
nanke suggested rates might be low-
ered further and said buying govern-
ment securities is an option to sup-
port financial markets and growth.
Late in New York, the 10-year note
rose 2 5/32 points to 108 30/32, to
yield 2.719%.

The Dow industrials closed
Please turn to page 31

Despite Germany’s slowing economy, Chancellor Angela Merkel told members of
the Christian Democratic Union she would continue to strive for a balanced budget.

‘Practitioners’
How do you effectively fight
terrorists if you don’t even
identify them as such? Page 12
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What’s News—
Business & Finance World-Wide

Small, chic European cars
are riding out a downturn
CORPORATE NEWS | PAGE 4

China may wield yuan as
weapon against slowdown
HEARD ON THE STREET | PAGE 20

ABREAST OF
THE MARKET

By Marcus Walker

BERLIN—German Chancellor An-
gela Merkel dismissed growing calls
for Germany to slash taxes or
greatly boost spending, though Eu-
rope’s industrial powerhouse is slid-
ing into what could become its
worst recession in decades.

While policy makers in the U.S.
and elsewhere in Europe are drawing
up ever-larger fiscal stimulus propos-
als, Ms. Merkel told her center-right
Christian Democratic Union’s annual
conference that she would continue
to strive for a balanced budget.

The speech came as European
Union finance ministers began a
two-day meeting in Brussels on
Monday to discuss the EU’s call for

member nations to provide fiscal
stimulus of about 1.5% of the 27-na-
tion bloc’s gross domestic product.

European countries including
the U.K., Spain and Italy revealed ex-
tra stimulus measures last week,
and France has said it will do so in
coming weeks. Germany’s govern-
ment has been vocally skeptical
about whether debt-fueled spend-
ing plans will work. But many of Ms.
Merkel’s conservative colleagues,
as well as German business groups,
economists and international orga-
nizations, are complaining that Ger-
many is doing too little to lift its
economy, which is contracting fast
amid a slump in global exports.

Neighboring European countries
Please turn to page 31

Associated Press

Money & Investing > Page 19

By Matthew Rosenberg

And Eric Bellman

MUMBAI—With evidence of a Pa-
kistani link to the attack on Mumbai
growing, India demanded on Mon-
day that Islamabad hand over two
important terror suspects and
warned that relations between the
nuclear-armed rivals would suffer if
swift action isn’t taken.

Indian officials told Pakistan’s se-
nior envoy to New Delhi of the de-
mands after summoning him to the
foreign ministry, said an official fa-
miliar with the meeting . “He was in-
formed that the recent terrorist at-
tack on Mumbai was carried out by el-
ements from Pakistan,” the foreign
ministry said in a statement after the
meeting. India “expects that strong
action would be taken against those
elements, whosoever they may be, re-
sponsible for this outrage.”

The two men India is pressing Pa-
kistan to turn over have long topped
New Delhi’s most-wanted list. They
are Dawood Ibrahim, a onetime
Mumbai gangster with ties ranging
from Bollywood power brokers to Is-
lamic militants, and Maulana Ma-
sood Azhar, the leader of the
banned Pakistani militant group
Jaish-e-Mohammed, who was once

Please turn to back page

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8149.09 -679.95 -7.70
Nasdaq 1398.07 -137.50 -8.95
DJ Stoxx 600 193.91 -12.34 -5.98
FTSE 100 4065.49 -222.52 -5.19
DAX 4394.79 -274.65 -5.88
CAC 40 3080.43 -182.25 -5.59

Euro $1.2614 -0.0076 -0.60
Nymex crude $49.28 -5.15 -9.46
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jailed in India.

Both men have been accused of
orchestrating previous terror at-
tacks in India, but neither has been
directly implicated in last week’s as-
sault on Mumbai that left at least
172 people dead and 239 wounded.
Diplomats and political analysts say
that suggests India is using the inter-
national outrage over the attack to
pressure Pakistan for a broader
crackdown against Islamist militant
groups and individuals believed to
be targeting India, which has suf-
fered more than a dozen terror
bombings in the past three years.

There was no immediate reac-
tion from Pakistan to the Indian de-
mands.

India’s political scene, mean-
while, was roiled for a second day as
fallout from the bombings spread
and a second senior politician re-
signed his post, while another of-
fered to step down. R.R. Patil, the
man in charge of security in Maha-
rashtra state, where Mumbai is lo-
cated, resigned Monday. His boss,
Maharashtra Chief Minister Vilas-
rao Deshmukh, also offered to quit,
an offer the Congress party—which
leads India’s ruling coalition govern-

ment—was considering. “If the re-
sponsibility of the attacks is on the
chief minister, then I will go,” he
told reporters.

On Sunday, federal Home Minis-
ter Shivraj Patil, India’s top internal
security official, stepped down.

The sharp deterioration in rela-
tions between India and Pakistan af-
ter four years of peace talks threat-
ens to undermine U.S. efforts to
keep Islamabad focused on fighting
the Taliban and al Qaeda, which
have sunk deep roots along Paki-
stan’s western border with Afghani-
stan. Thousands of Pakistani sol-
diers are battling the militants
there, but the military has warned it
will shift them east to the Indian bor-
der if New Delhi makes any military
moves on its side of the frontier.

U.S. Secretary of State Condo-
leezza Rice said Monday she ex-
pects Pakistan to cooperate fully
with any investigation of the Mum-
bai attacks, something Islamabad
has already said it will do as long as
India gives it the evidence it has col-
lected implicating Pakistani mili-
tants in the assault.

“What we are emphasizing to
the Pakistani government is the
need to follow the evidence wher-

ever it leads,” Ms. Rice told report-
ers on Monday. “I don’t want to
jump to any conclusions myself on
this, but I do think that this is a time
for complete, absolute, total trans-
parency and cooperation and that’s
what we expect.”

The U.S. fears tough talk from
New Delhi could put Pakistan’s 10
month-old civilian government, its
first in almost a decade, on the de-
fensive, a situation that could easily
spiral out of control. India and Paki-
stan have fought three wars since
they won independence from Brit-
ain in 1947, and almost had a fourth
confrontation after a 2001 terrorist
attack on the Indian Parliament
killed 15 people. Mr. Azhar’s group,
Jaish-e-Mohammed, was blamed
for that attack along with another
Pakistani militant outfit, Lashkar-e-
Taiba, the organization that Indian
officials have publicly fingered for
last week’s assault on Mumbai.

Mr. Azhar was jailed by India in
the 1990s. But authorities released
him in 1999 in exchange for passen-
gers on a Indian Airlines flight hi-
jacked to Kandahar, Afghanistan. He
then reportedly slipped back into Pa-
kistan and founded Jaish, which
quickly gained notoriety for its at-

tacks on Indian forces in divided
Kashmir, the predominately Muslim
region at the center of the rivalry be-
tween India and Pakistan.

Under pressure from the U.S. fol-
lowing the Sept. 11 attacks, Pakistan
banned Jaish. A few months later,
Mr. Azhar was put under house ar-
rest in Pakistan following the Indian
Parliament attack. But he was qui-
etly released in 2002 and his group,
which is believed to have some links
to al Qaeda, still operates in parts of
Pakistan.

Jaish has also worked in the past
with Dawood Ibrahim. A native of In-
dia, where he was a feared under-
world boss, Mr. Ibrahim became a re-
puted financier of terrorism after he
allegedly orchestrated about a dozen
near-simultaneous bombings and
shootings in Mumbai in 1993. Those
attacks killed 257 people. He’s now
believed to be living in Karachi, Paki-
stan, where he is said to run a num-
ber of businesses and own property.

 —Tariq Engineer in Mumbai
contributed to this article.

Continued from first page

India puts pressure on Pakistan

Flowers are placed in front of the Taj Mahal hotel, a target of last week’s Mumbai
attacks, which left at least 172 people dead and 239 wounded.
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Manufacturing tumble
points to China slowing
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U.S. in recession since ’07
Fed’s Bernanke sees
more troubles ahead,
hints at new rate cuts
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By Terence Poon

BEIJING—Two gauges of manu-
facturing in China fell to record lows
in November, signaling the country’s
economic growth will likely slow fur-
ther in coming months before get-
ting a boost from the government’s
pro-growth policies.

The China Federation of Logistics
and Purchasing said Monday its Pur-
chasing Managers Index for China
fell to the lowest level since the index
started in 2005. The November PMI
was 38.8, down from 44.6 in October.

CLSA Asia-Pacific Markets said
its PMI plunged to the lowest level
since the index started in 2004, reg-
istering 40.9 in November com-
pared with 45.2 in October.

A PMI reading above 50 indi-
cates the manufacturing economy is
expanding. A reading below 50 indi-
cates contraction.

The global slowdown, as well as
the slump in the local property mar-
ket, is hurting China’s economy.

The export-order component of
both PMIs plunged in November
from October, falling 12.4 percent-
age points to 29.0 in the CFLP sur-
vey, and 16.1 percentage points to
28.2 in the CLSA survey. “Export or-
ders will weaken further, and we ex-
pect further cuts in production and
employment,” said Eric Fishwick,
head of economic research at CLSA.

Citing the global downturn, the
slowdown in Chinese manufactur-
ing and weakening domestic de-
mand, J.P. Morgan economists Mon-

day cut their forecasts for China’s
economic growth to 7.7% in the
fourth quarter from 8.2%, and to
9.2% for all of 2008 from 9.4%.

They predict growth will re-
bound in the second half next year
because of policy measures, bring-
ing 2009 growth to 8%, just off their
previous forecast of 8.1%.

Reflecting Beijing’s shift in focus
to growth and away from inflation,
the country’s economic-planning
agency said Monday it has removed
price controls on certain foods, such
as processed grain products, edible
vegetable oil and meat, imposed in
January.
 —Jackie Cheung in Hong Kong

contributed to this article.
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By Jon Hilsenrath

And Sudeep Reddy

It’s official: The U.S. recession
started in December 2007, making it
already the longest downturn in at
least a quarter-century, and Federal
Reserve Chairman Ben Bernanke
said it shows signs of getting deeper.

Next steps from the Fed to com-
bat the worsening downturn could
include more cuts in already low
short-term interest rates and an un-
usual attempt to bring down long-
term interest rates by purchasing
Treasury bonds, something the Fed
hasn’t done since the early 1950s.

“Economic activity appears to
have downshifted in the wake of the
deterioration in financial conditions
in September,” Mr. Bernanke said in a
speech where he pointed to soft spots
in labor markets, household finances,
exports and financial markets. Even
if financial markets improve, he said,
“economic conditions will probably
remain weak for a time.”

Stock markets underscored the
soft state of the economy, with the
Dow Jones Industrial Average drop-
ping almost 680 points Monday.

The National Bureau of Economic
Research, a private group of academ-
ics that determines the beginning
and end of recessions, said the cur-
rent downturn started last year, just
as the job market was peaking.

At more than 11 months and count-
ing, the downturn is already longer
than the last two recessions, in 2001
and 1990-91, both of which lasted
eight months. If the current down-
turn persists past April, it would be
the longest recession since the Great
Depression. Downturns in the 1970s
and ’80s lasted 16 months each.

The conventional rule is that a re-
cession is marked by two consecutive
quarters in which the nation’s gross
domestic product contracts. The
NBER’s Business Cycle Dating Com-
mittee doesn’t follow that rule. It de-
fines a recession broadly as “a signifi-
cant decline in economic activity
spread across the economy, lasting
more than a few months.” It follows a
wide range of indicators—including
payroll employment growth, indus-
trial production, income growth and
business sales activity—to pinpoint
broad declines in activity.

“The economic outlook looks
fairly bleak,” said Harvard professor
Jeffrey Frankel, who serves on the re-
cession-dating panel but stressed he
wasn’t speaking for the committee.
“Forecasts that the trough would be
sometime in the middle of next year
don’t strike me as especially pessimis-
tic given the current situation.”

New data underscored the sever-
ity of the downturn. The Institute for
Supply Management’s November man-
ufacturing index, released Monday,
fell to its lowest level since 1982. Mean-
while, construction spending posted a
steeper-than-expected drop in Octo-
ber, according to government figures.
The November employment report,
due for release Friday, is expected to
show nonfarm payrolls dropped in ex-
cess of 300,000, with a further in-
crease in the unemployment rate.

Mr. Bernanke’s comments set the
stage for an important meeting of Fed
policy makers in two weeks. The Fed’s
main lever to help an ailing economy—
cuts to short-term interest rates—has
already been pulled about as far as it

can go. At 1%, more cuts are “certainly
feasible,” he said, but the scope for this
conventional approach is narrowing.

Targeting long-term interest
rates could spur business and con-
sumer demand, Mr. Bernanke said.
Many consumer and business loans
are closely linked to longer-term
Treasury yields.

The Fed has already taken a big
step in that direction. Last week, it
said it would buy as much as $600
billion in debt issued or guaranteed
by Fannie Mae, Freddie Mac, Ginnie
Mae and Federal Home Loan Banks,
all mortgage businesses with close
ties to the government.

Yields on debt tied to these firms
have come down, a development
Mr. Bernanke said he found encour-
aging, because it has helped to push
down mortgage rates.

Much of the world is already in a
recession by different measures.
There is no NBER-like group in Eu-
rope that determines recessions. But
the 15-nation euro zone is already in
recession by the common definition.
The $12.2 trillion economy, second in
size only to the U.S.’s, contracted in
both the second and third quarters.

The International Monetary Fund
predicts the euro-zone economy will
contract by 0.5% in 2009. New Euro-
pean Central Bank staff forecasts due
Thursday are also likely to show an an-
nual contraction. Speaking to report-
ers Friday, ECB President Jean-
Claude Trichet stressed that “to my
knowledge, all forecasters are project-
ing positive growth in 2010.”
 —Joellen Perry

contributed to this article.
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Merkel draws fire on budget

Crisis-battered Thais look for a way out
Many hope courts
or monarchy can
help end stalemate

Dow tumbles on economic gloom

By Patrick Barta

And James Hookway

BANGKOK—With Thailand’s gov-
ernment stymied by the political cri-
sis paralyzing the country, many
Thaisarelookingtotwootherinstitu-
tions that might end the stalemate:
the courts and the nation’s
influential royal family.

Thousands of antigov-
ernment protesters have
crippled Thailand’s econ-
omy over the past week,
taking control of Bangkok’s
two main airports and clos-
ing them.

Thailand’s police and
military have refused to in-
tervene. Political analysts
say that’s partly out of fear
of bloodshed, but also be-
cause some factions in the
security forces sympathize with the
protesters’ aim: toppling Prime Min-
ister Somchai Wongsawat’s adminis-
tration.

Mr. Somchai has abandoned
Bangkok, the capital, and is now try-
ing to manage the country from tem-
porary headquarters in Chiang Mai,
about 600 kilometers to the
north—a retreat that has further
eroded his government’s authority.

Thailand’s Constitutional Court
could rule as soon as Tuesday on
whether Mr. Somchai’s People
Power Party—which leads his coali-
tion government—should be banned
for alleged polling violations in last
December’s parliamentary elections.

Many Thais, however, believe the
only lasting resolution will have to
come from the country’s revered
King Bhumibol Adulyadej, who is ex-
pected to address the nation on
Thursday, the day before his 81st
birthday.

Thailand is bitterly divided be-
tween supporters of the current gov-
ernment and the protesters, who say
it’s a proxy for former Prime Minis-
ter Thaksin Shinawatra, a telecom-
munications tycoon-turned-politi-
cian ousted in a 2006 military coup.

Mr. Thaksin is now in self-exile,

avoiding jail on a corruption convic-
tion that he says was politically moti-
vated. But Mr. Thaksin still exerts
strong influence over the govern-
ment, which is led by allied politi-
cians including Mr. Somchai, his
brother-in-law.

On Sunday and Monday, the pro-
test group known as the People’s Alli-
ance for Democracy allowed airlines
to fly some of their stranded planes
out of Suvarnabhumi, the nation’s
main airport, where they had been
grounded since this past Tuesday.
Tourism officials say that about

300,000 travelers are now
stuck in Thailand, with
35,000 to 45,000 joining the
waiting list each day that
the Bangkok airports re-
main closed.

It could get worse: An air-
port official at Suvarnab-
humi told Reuters news
agency Monday that it could
take a week or more to re-
start operations at the air-
port once the protesters
leave or are pushed out.

So far, the protesters
have shown no sign of leaving Suvar-
nabhumi or Bangkok’s other main air-
port, Don Muang, which they took
over on Wednesday. The group
called on allies who have been occu-
pying Mr. Somchai’s Bangkok offices
since August to move to the airports
to shore up the protesters’
defenses there.

Meanwhile, the eco-
nomic damage is mounting.
On Monday, Standard &
Poor’s Ratings Services cut
itsoutlookonThailand’ssov-
ereigncreditratingstonega-
tivefromstable,citingtheoc-
cupation of the airports and
the“heightenedriskofwide-
spread violence.” Fitch Rat-
ings also took the first step
toward a possible down-
grade of Thailand’s currency
ratings, citing political turmoil.

Economic officials are growing
more pessimistic, too. Finance Minis-
ter Suchart Thada-Thamrongvech
said Monday that growth could fall
to zero next year from a previous
forecast of 4%. The number of tour-
ist visitors to Thailand—who bring
in more than $15 billion annually—
could fall by half next year, costing as
many as one million jobs, tourism of-

ficials said.
Some Thais hope the country’s ju-

diciary could help break the political
impasse. A few years ago, Thailand’s
courts rarely ruled against the
elected government or powerful poli-
ticians like Mr. Thaksin. But the
courts have grown more assertive
over the past two years, after King
Bhumibol publicly encouraged them
to become more active. Among other
decisions, the courts disbanded Mr.
Thaksin’s original political party and
disqualified Mr. Somchai’s predeces-
sor—another Thaksin loyalist—from
holding office after he made paid ap-
pearances on a television cooking
show while serving as premier.

Now,thecasefiledagainstthepro-
Thaksin government is coming to a
head. A ruling against the party could
barseveralleadersofthecurrentgov-
ernment from politics for five years
and also possibly force the dissolu-
tion of Parliament, effectively ending
Mr. Somchai’s government.

Such a decision might allow anti-
government protesters—who have
vowed to stay in place until Mr. Som-
chai resigns—to give up their airport
sieges. There would be “no reason
for the [protesters] to continue to
stay in the airports,” said Suchit
Boonbongkarn, a political-science
professor at Bangkok’s Chula-
longkorn University and a former
Constitutional Court judge.

Butgovernmentsupport-
ers have said they would
view such a decision against
Mr. Somchai’s party as a “ju-
dicial coup” and have vowed
to hit the streets in protest if
it occurs. About 20,000 of
these supporters—includ-
ing rural Thais who bene-
fitedfromMr.Thaksin’spop-
ulist policies—gathered at a
public rally in central
Bangkok on Sunday; more
are expected to join them if
they believe the govern-

ment is about to fall.
Even if Mr. Somchai’s party loses

the court case and a fresh election is
called, it’s possible pro-Thaksin par-
ties will be elected once more, trig-
gering yet another round of protests
and possibly a new cycle of chaos.

Partly for that reason, many look
to King Bhumibol. He has little for-
mal power and rarely expresses his
wishes in direct language to the pub-

lic. But he retains paramount influ-
ence because of his unrivaled popu-
larity across Thailand. He inter-
vened to settle violent political con-
frontations in the 1970s and 1990s.

In 1992, for example, he sum-
moned the leaders of two opposing
factions to his palace after the mili-
tary opened fire on prodemocracy
protesters in Bangkok. Following
the meeting, in which he admon-
ished the leaders for their actions,
the bloodshed stopped, a new prime
minister was chosen and the coun-
try stabilized.

This time, however, some Thai an-
alysts worry that even a royal inter-
vention won’t bridge the political di-
vide. Some government supporters
believe that members of the royal
family have picked sides and pri-
vately support the protesters, who
represent Thailand’s traditionally
royalist urban political and business
establishment.

After clashes between the protest-
ers and police in early October, Queen
Sirikit attended the funeral of one
woman who was killed. That action

was widely viewed as a sign she fa-
voredtheantigovernmentmovement.

“Royal intervention is very much
expected now,” said Thitinan Pongsu-
dhirak, a political-science professor
at Bangkok’s Chulalongkorn Univer-
sity.

“The risk is that there will be a
royal intervention, but it doesn’t
stop the protagonists,” especially if
the progovernment forces don’t feel
like their voices are being heard, he
added. If they “do not feel that jus-
tice has been served, it may be the
case that no one in Thailand can stop
them, and they would run amok.”

It is still possible that Thailand’s
powerful military could inter-
vene—as it has in the past—to take po-
litical control. Indeed, rumors of a mil-
itary coup continue to swirl through
Bangkok. The military has staged
coups an average of once every four
years since absolute monarchy was
abolished in Thailand in 1932.

The current army chief, Gen. An-
upong Paochinda, has repeatedly de-
clared he won’t stage a coup to un-
seat Mr. Somchai’s government.

Stranded tourists line up at a temporary check-in counter in a Bangkok hotel. The
shutdowns of the city’s main airports have created headaches for travelers.

Somchai
Wongsawat

Anupong
Paochinda
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down 679.95 points at 8149.09.
Those losses snapped a five-day win-
ning streak during which the aver-
age soared nearly 17%. The Stan-
dard & Poor’s 500-stock index fell
80.03 points, or 8.9%, to 816.21. The
Nasdaq Composite Index lost 137.50
points, or 9%, to 1398.07.

Monday’s losses were broad-
based, reflecting not only investors’
tendency to take some money off
the table after a sharp run higher in
the market but also their resurgent
economic worries.

“There’s just not enough right
now to get us into any kind of contin-
uation of last week’s [stock] rally,”
said trader Roger Volz, of Hampton
Securities in New York. “The ques-
tion now is how long does the down
leg last until we get into an oversold
condition again. In past down legs
in this market, it sometimes seemed
to drag on interminably.”

U.S. investors awoke to glum
news from overseas, where the

China Federation of Logistics & Pur-
chasing said its purchasing man-
agers’ index fell to 38.8 in Novem-
ber, the lowest level since the index
launched in 2005. Similar manufac-
turing measures for Britain and the
euro zone also hit all-time lows.

Additionally, data from the Insti-
tute for Supply Management
showed that the U.S. manufacturing
sector contracted in November by
more than economists expected.
Among the Dow’s big losers were
economically sensitive names like
Alcoa, which was off 11% in late trad-
ing, and Caterpillar, down 8.7%.
Auto makers also tumbled: Ford
was down 5.6% and General Motors,
which had edged up in early trade,
lost 13%, as the Big Three auto mak-
ers renewed their push to secure a
federal bailout.

Financial stocks traded lower.
American International Group fell
12%; the New York insurer agreed to
sell AIG Private Bank to Aabar In-
vestments of Abu Dhabi.

Citigroup, working to stabilize it-
self after a U.S. federal rescue plan,
declined 16%. The bank plans to auc-
tion off its custodian administra-
tion unit in Japan, people familiar
with the matter said.

Prudential Financial fell 14% af-
ter analysts trimmed their price tar-
get for the stock.

Gainers include Mesa Air Group,
up 69% after the Phoenix carrier set-
tled a lawsuit with the former con-
trolling shareholder of Aloha Air-
lines.

Mentor soared 89% after
Johnson & Johnson agreed to buy
the medical products supplier. But
J&J fell about 4%.

Yahoo rose 8.8% on news Mi-
crosoft is in talks to buy its search
business for $20 billion. Mean-
while, Microsoft slipped 6%. The
software titan doesn’t plan to bid
for all of the Internet-services giant
after it abandoned a $47.5 billion
proposal last summer, the Sunday
Times of London reported.

Continued from first page

such as France also are disap-
pointed that Germany isn’t taking
the lead to revive growth through
tax and spending measures. In-
stead, Ms. Merkel lectured her party
on financial discipline on Monday,
praising the famously thrifty inhab-
itants of Swabia, the region around
Stuttgart where the Christian Demo-
crats’ conference is being held.

The root of the global financial
and economic crisis is known to ev-
ery Swabian housewife, Ms. Mer-
kel said: “You can’t keep on living
beyond your means.” A lack of
thrift in advanced economies
caused the crisis and can’t be its
cure, she said.

Ms. Merkel said that her govern-
ment might consider further fiscal
steps early next year if Germany’s
existing, modest measures don’t sta-
bilize the economy, saying “all op-
tions” are open. But she promptly
ruled out the option of broad-based
tax cuts next year, which many Chris-
tian Democrats want.

Many economists believe the Ger-
man government is being complacent
about the severity of the country’s
downturn. The government is still
forecasting economic growth of
about 0.2% next year, while many
other forecasters predict a decline in
GDP of nearly 1%. Other analysts say
Ms. Merkel might be keeping her pow-
der dry until closer to German na-

tional elections in September 2009.
Germany’s economy, Europe’s

largest, has been contracting since
the second quarter, and economists
expect output to continue falling un-
til the second half of 2009. Data pub-
lished Monday showed the reces-
sion deepening in Germany and Eu-
rope. German retail sales fell 1.6% in
October from a month earlier, worse
than expected. The purchasing man-
agers’ index for manufacturing in
the 15 nations that use the euro cur-
rency fell to 35.6 in November, the
lowest reading in the survey’s
11-year history. A level below 50 in
the PMI survey signals a contrac-
tion in business activity.

Many economists say European
governments need to give their
households and businesses a boost
through tax breaks, spending on pub-
lic works or other stimulus measures.

The German government has an-
nounced two sets of tax and spend-
ing measures since October, but the
fiscal boost amounts to only Œ15 bil-
lion ($19.1 billion) in 2009, or 0.6%
of German GDP. The government’s
council of economic advisers has
called for a more ambitious plan,
and many German conservatives—
including Ms. Merkel’s own econom-
ics minister, Michael Glos—have ar-
gued for major tax cuts.
 —Joe Parkinson and

Paul Hannon in London
contributed to this article.
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Romania’s splits remain
Parliament will lack
a clear ruling party
as economy teeters

By Christopher Emsden

Elections Sunday in Romania pro-
duced a parliament that will remain
fragmented and will raise concerns
that the country will make rapid
wage gains a priority over a grow-
ing need for tighter fiscal policies.

With 99% of the votes counted,
official results released Monday
showed that the Social Democrats—
the former communists who have
ruled Romania for most of the pe-
riod since revolution in 1989—won
33% of the vote. That is about the
same as in 2004, when they were
ousted from power by a coalition of
smaller parties that later split up.

A more centrist opponent, the
Democratic Liberal Party, also won
about 33% of the vote, while the in-
cumbent National Liberal Party re-
ceived about 18%. But political ana-
lysts said the legacy of a bitter split

between the two parties in 2004
make it unlikely that they will be
able to combine now, leaving the So-
cial Democrats in the driver’s seat in
what are expected to be tough negoti-
ations to form the next government.

Analysts said mustering a legisla-
tive majority in such a fragmented
parliament will require an unwieldy
coalition, dimming the prospects for
badly needed economic policies
such as keeping salaries in line with
productivity gains and boosting in-
frastructure investment to offset
job losses in the construction sector.

President Traian Basescu has
said it will be at least a week before
he announces a candidate for prime
minister, which would then be sub-
ject to a parliamentary vote.

Hefty government spending over
the past year has already pushed the
country’s sovereign credit rating
into junk territory and raised alarms
about a sharp fall in its currency, the
leu. The leu fell 1% Monday, sliding to
3.83 to the euro. The currency has
dropped 5% in the past month.

Analysts are also concerned that
both the Social Democrats and the
Democratic Liberal Party—the two

parties that won the most votes—
vowed during the election campaign
to more than double minimum and
average wages through 2012.

Romania has been repeatedly crit-
icized by the European Union and
the International Monetary Fund for
running a loose fiscal policy even as
its economy surged. The govern-
ment is planning a deficit of 2.3% of
gross domestic product this year,
but analysts expect it will be higher—
especially if promised public-sector
wage increases are implemented.

Economists are also worried
about a sharp slowdown after annual
economic growth peaked at 9.3% in
the second quarter, with economists
at the Moody’s ratings agency antici-
pating a recession in 2009.

Such an outcome would be a blow
for Romania, which in dire straits
would find it difficult to get eco-
nomic assistance from the IMF if it
doesn’t curb its large budget deficit.

Its growth has been fueled by a
wave of easy credit from abroad,
which stoked local consumer spend-
ing, much of it on imported goods, and
pushed the country’s current account
deficit above 13% of GDP this year.

Citigroup fund to acquire
road operator from Sacyr
By Christopher Bjork

And Santiago Perez

MADRID—Debt-heavy construc-
tion company Sacyr-Vallehermoso
SA said Monday that it agreed to
sell highway operator Itínere Infrae-
structuras SA to a Citigroup Inc. in-
frastructure fund, in one of the larg-
est asset sales in Spain since the col-
lapse of its real-estate market.

As part of the deal, which is val-
ued at Œ2.87 billion ($3.65 billion),
Citi Infrastructure Partners will
also assume Œ5.01 billion of debt, Sa-
cyr said. The Citigroup fund plans to
sell several Itínere highways to
other infrastructure operators.

Sacyr, one of Spain’s biggest con-
struction companies, said the deal
would cut its debt by as much as 37%
to Œ12.48 billion from Œ19.73 billion.
The company began an acquisition
spree when liquidity was abundant,
and was forced to sell the unit as fi-
nancing costs jumped.

The company also has been try-
ing to sell other key assets to fur-
ther pare its debt. Sacyr has been in

talks with potential buyers for its
20% stake in Spanish-Argentine oil
company Repsol YPF SA. Russian
oil company OAO Lukoil has ex-
pressed interest in the stake.

Sacyr paid around Œ6.5 billion
for 20% of Repsol about two years
ago, entering the energy sector as
part of a diversification strategy.
The holding is currently valued at
about Œ3.7 billion, forcing Sacyr to
come up with extra collateral for the
loans used to buy the stake.

Sacyr’s market value has tumbled
more than 72% over the past year on
worries about its capacity to service
debt, making it one of the worst per-
formers in Spain’s key IBEX-35 index.
Monday, Sacyr shares rose 6 Euro-
pean cents to Œ7.62, giving it a mar-
ket capitalization of Œ2.32 billion.

The Itínere deal will give Sacyr li-
quidity to service Œ2.11 billion in
debt maturing next year, said Sacyr
spokeswoman Ana de Pro. It repre-
sents the disposal of a key profit
driver at a time when other core divi-
sions—like real estate and construc-
tion—are under heavy pressure.
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ARLIER this year, Mark Cum-
muta walked away from a
chance to become the No. 2

executive of a Chicago technology
consultancy—for less than
$100,000. As the sole breadwinner
and father of triplets, Mr. Cum-
muta couldn’t afford a nearly 20%
cut in pay, compared with what he
was earning as an independent
management consultant.

He’s still looking for a perma-
nent position. “Every now and
then, I hit myself and say, ‘I
should have taken that offer,’ ”
concedes the consultant, who has
helped several firms navigate diffi-
cult times since 2003.

Unfortunately, Mr. Cummuta is
hardly unique. More battered busi-
nesses are giving new hires less
money than they made in their
last job. “I am seeing that a lot
more,” reports April M. Williams,
a career coach in Algonquin, Ill.
Puny amounts flabbergast some of
her clients.

“As the downturn deepens, an
increasing number of job seekers
will find themselves getting lower-
paying offers,” warns Mark Royal,

a senior consultant at Hay Group.
“We are on the cusp of a trend.”

But excess eagerness to toil for
fewer bucks sends the wrong sig-
nal. Such applicants often “are re-
ally desperate,” observes Niki Le-
ondakis, chief operating officer at
Kimpton Hotels & Restaurants, a
boutique chain in San Francisco.

Rather than immediately reject
or accept a lowball deal, you
should mount a careful counterat-
tack, experts recommend. You
could improve your chances of
winning a satisfactory compro-
mise, with tradeoffs ranging from
a faster pay review to extra perqui-
sites.

Arm yourself with data about
the going rate for your position by
trolling Web sites such as www.
Salary.com, indeed.com/salary, Sal-
aryExpert.com and Glassdoor.com.
You’ll see whether a concern “has
poor information about the exter-
nal market” and rewards staffers
below prevailing levels, says
Robin Pinkley, a professor at
Southern Methodist University’s
business school and author of
books about pay negotiations.

As part of your homework, you
must grasp a potential employer’s
problems so you can promote
yourself as a problem solver
worth more than the proposed
skimpy pay. “To negotiate in
tough times, you have to be able
to create a vision,” advises Jim
Camp, an author and president of
Camp Group, a negotiation-consult-
ing firm in Dublin, Ohio.

A big New
York law firm re-
cently agreed to
hire an Ohio law-
yer for $140 an
hour, $40 an hour
less than he was
earning. The firm
blamed tough
times. But the at-
torney knew he
could provide im-
portant client re-
ferrals, recalls Mr.
Camp, who
coached him.

“What number
would I be paid if
I brought a million-dollar client?”
the candidate asked firm officials.

“If you’re a rainmaker, the num-
bers change,” they replied, accord-
ing to Mr. Camp. They raised the
recruit’s pay to $240 an hour. The
firm raised his starting pay after a
series of interviews. He began last
summer.

A West Coast executive took
this tactic a step further. Keen to
enter senior management several

years ago, she hoped to accept a
vice presidency at a midsized man-
ufacturer—and keep making over
$300,000 a year. But the concern
offered less than $200,000, the
same cash compensation it gave
other VPs.

The woman prepared a Power
Point presentation for the chief ex-
ecutive, highlighting accomplish-
ments he didn’t know about and

describing ways
she might bolster
customer satisfac-
tion. She says she
also sold him on a
quarterly bonus
plan for herself,
linked to measur-
able milestones
needed for the
manufacturer’s
long-term growth.

The CEO en-
larged her package
by nearly $25,000.
And she racked up
bonuses fast
enough that she

was paid nearly $300,000 within a
year. “It was a win-win for the
company,” she notes.

S
ome job hunters weighing
lower offers bargain for al-
ternative rewards, such as

flexible hours, extra vacation, spe-
cial training or a gym member-
ship. Not everyone can long sur-
vive on a shrunken paycheck, how-
ever.

PeaceKeeper Cause-Metrics, a
small cosmetics distributor, offered
Stephanie S. Hayano a $50,000 sal-
ary to be its chief operating officer
starting last January. She previ-
ously earned $300,000 a year run-
ning Natural Health Trends Corp.
But the puny pay wouldn’t have
even covered mortgages for her
three residences. “Unless I was pre-
pared to totally change my lifestyle,
$50,000 was not in the cards,” Ms.
Hayano explains.

She assumed the COO title at
the New York firm, but gets com-
pensated as a part-time consultant
and retains other consulting gigs.

It’s also a good idea to assess
the long-term career impact of
toiling for less. Younger individu-
als, for instance, might get a valu-
able opportunity to build their ré-
sumés.

That proved true for Sanjay
Gupta. In 1994, the 26-year-old se-
nior marketing analyst accepted
10% lower pay when he trans-
ferred to a database marketing job
at his employer, FedEx Corp. He
and his wife were forced to dine
out less often.

However, Mr. Gupta says that
he gained experience “with every
facet of marketing,” a critical skill
for becoming a chief marketing of-
ficer of a big business someday.
He achieved that title last March,
when GMAC Financial Services
named him CMO.

Email joann.lublin@wsj.com
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By Mike Barris

Ford Motor Co. said it may sell
its Volvo luxury-car unit, as it re-
evaluates options for the Swedish
auto maker.

Ford, which already has sold its
Jaguar and Land Rover brands, has
begun shopping the Volvo cars busi-
ness, which it purchased in 1999
from Swedish truck maker Volvo AB.

Ford’s turnaround hopes are
built on shrinking in size to focus re-
sources on its namesake brand.

The Volvo unit, posting losses and
losing market share, had seemed des-
tined for the auction block as Ford

moved to shed
other European
luxury brands.
ButFordChiefEx-
ecutive Alan Mu-
lally last year de-
cided to keep the
company and try
tofindawaytore-
store its lacklus-
ter image. But
U.S. sales for
Volvo have con-
tinued to slump,

dropping 52% in October and 28% in
the first 10 months of 2008.

Monday, Mr. Mulally said that
“given the unprecedented external
challenges facing Ford and the en-
tire industry, it is prudent for Ford
to evaluate options for Volvo.”

Ford said it expects its strategic
review of Volvo to take several
months. The potential sale of the
auto maker comes weeks after Ford
said it will sell a 20% stake in Mazda
Motor Corp., ending 12 years of con-
trol of the Japanese auto maker as
the U.S. car company struggles to
shore up finances and seeks aid
from the U.S. government to stay
afloat amid slumping auto sales.

The Swedish government has
been in talks with Volvo and General
Motors Corp.’s Saab unit following
reports thattheir U.S.parentcompa-
nies were seeking aid for the Swed-
ish auto makers.

Mr. Mulally said Volvo is a strong
global brand with a proud heritage
of safety and environmental respon-
sibility and has launched an aggres-
sive plan to shrink its operations
and improve results. The company
recently said it will lay off an addi-
tional 3,300 employees, or about
13% of its work force, to “meet the
rapidly deteriorating market situa-
tion in the global car industry.”

Last week, the Insurance Insti-
tute for Highway Safety reported
that 72 vehicles for the 2009 model
year received its top rating for pro-
tecting occupants in a crash. Ford
and Volvo combined for 16 of them.

By John D. Stoll

General Motors Corp. manage-
ment has been racing to finalize a vi-
ability plan to take to Congress,
with a boardroom hellbent
on securing a federal res-
cue loan.

At the same time, direc-
tors—unlike chief execu-
tive Rick Wagoner—are
also insisting that all op-
tions stay on the table, in-
cluding a Chapter 11 bank-
ruptcy filing, if a bailout
doesn’t come through.

The auto maker, along
with Ford Motor Co. and
Chrysler LLC, is working to
win $25 billion in loans needed to
keep the Detroit Three afloat amid
soft demand and a credit freeze.
Last month, the companies were
turned away by Congress, which
told them to come back this week
with proof that federal funds
wouldn’t be wasted on a failing busi-
ness plan.

With their backs against the
wall, GM management is working

with the board to deliver its latest re-
vival plan. GM is expected to outline
proposed fixes to the company’s ail-
ing North American operations and
a restructuring of its balance sheet.

Dwindling liquidity is forc-
ing GM to weigh several op-
tions for its business, in-
cluding an offer to some
bondholders asking them
to exchange debt for equity.
Executives are also once
again considering killing or
selling brands, and cutting
even more North American
production capacity. GM’s
plan could become known
as early as Tuesday in pub-
lic filings.

In recent days, dealers, union of-
ficials, and other key constituents
have traveled to the company’s
headquarters in Detroit to help man-
agement find new ways to cut costs,
people involved in the meetings
said.

“Everything is on the table,” ac-
cording to one person familiar with
the board’s thinking. Following Mr.
Wagoner’s poor performance in

Washington last month, the board
began meeting more and taking
more seriously its obligation to in-
vestigate other options.

Mr. Wagoner has said that a fil-
ing for Chapter 11 bankruptcy pro-
tection isn’t a viable option, insist-
ing the auto maker would collapse
because consumers won’t buy from
a car from a company in bankruptcy
and obtaining financing would be
nearly impossible.

Although members of the GM
board agree with Mr. Wagoner’s con-
cerns about revenue while in bank-
ruptcy, directors have said they will
consider all options as they become
necessary.

People close to the board say
that Mr. Wagoner would likely need
to be replaced if a Chapter 11 filing
became necessary. The chief execu-
tive has repeatedly pushed off calls
from advisers telling him to prepare
bankruptcy contingency plans, or
even planning a prepackaged bank-
ruptcy proceeding.

At this point, it is unclear if the
14-member board has time to exe-

cute a prepackaged bankruptcy be-
fore GM runs out of cash. Such a pro-
cess would include getting unions,
suppliers, creditors and other par-
ties to agree to concessions first.
Then, the company may be able to
get through the process in a matter
of a few months, experts say.

On Tuesday, the day the plans
are due, the entire U.S. auto indus-
try will report November vehicle
sales that are expected to represent
the lowest sales pace in several de-
cades.

Mr. Wagoner will appear before
Congress for hearings scheduled for
Thursday and Friday.

In addition to presenting new
substance to Congress, GM is also
working to tweak its style. Two
weeks ago, when the heads of GM,
Ford and Chrysler were on Capitol
Hill, they were criticized for not tak-
ing adequate responsibility for De-
troit’s failure, and for failing to prop-
erly address hot-button issues such
as executive perks and pay, and
union compensation packages.
 —Sharon Terlep

contributed to this article.

Alan Mulally

GM and its board prepare for next plea to Congress

By Leila Abboud

There’s a bright spot amid the
global automobile sector’s gloom:
Sales of small, chic European
cars— Daimler AG’s Smart, Fiat
SpA’s 500, and BMW AG’s Mini—
have grown this year.

The three have common traits
that likely are fueling their suc-
cess: trendy design, a high-end im-
age and fuel efficiency. The cars’
popularity shows how, even in a
tough economic climate, consum-
ers still can be enticed to buy cars
that are perceived as special
enough to make a lifestyle state-
ment about their owners.

“These cars have enormous
emotional appeal,” says John Law-
son, a Citigroup automobile ana-
lyst in London. “But as products,
they also hit consumers’ priorities
on fuel economy and style on the
head, so they are selling well.”

To be sure, big sales of niche
models won’t save the ailing auto-
mobile sector. Car sales have plum-
meted since August as consumers
spooked by a looming global reces-
sion delay spending on big-ticket
items. The credit crunch also has
made it harder for some people to
secure loans to buy cars. To cope,
many car makers are closing facto-
ries temporarily to keep vehicle
supply in line with demand. Compa-
nies such as France’s Renault SA,
Germany’s Volkswagen AG and
General Motors Corp. and Ford Mo-
tor Co. in the U.S. are lobbying for
government aid to help them
weather the financial crisis.

For now, though, Europe’s three
best-known small cars are riding
out the downturn well. And some
analysts say their success holds
long-term lessons for the industry.
“If you make cars that are nice,
keep their value over time and give
people a good deal of pleasure on a
daily basis, people will buy them,”
says Colin Couchman, an auto ana-
lyst at market-research firm Glo-
bal Insight. It isn’t an easy recipe,

he says, “but some European car
makers are getting it right.”

Citigroup estimates that global
car sales for January through Octo-
ber fell 3% from a year earlier and
will decrease 1.8% for the whole
year.

But global sales of Daimler’s
subcompact Smart car rose 47% to
113,200 from January through Oc-
tober, according to the company.
The German auto maker says it is
on track to sell 140,000 Smart cars

this year. So diminutive it can be
parked facing the curb in many cit-
ies, the Smart launched in Europe
in 1998 and initially struggled to
find its market. But in recent years
the car has taken off after a rede-
sign reduced the price.

Germany’s BMW says it sold
202,300 Minis for the 10 months,
up 11%. Mini sales are getting a
boost from the recently intro-
duced Clubman version, which is
roomier than the standard Mini

and has a bigger trunk.
Fiat says it sold about 153,000

of its new 500 model, a vintage-
looking remake of the iconic 1960s
“Cinquecento.” Since its July 2007
rollout, buyers across Europe have
been won over by the grandchild of
the car featured in Frederico Felli-
ni’s film “La Dolce Vita.” The Ital-
ian auto maker’s car isn’t sold in
the U.S.

Despite their size, the three
cars aren’t cheap. The Fiat 500
sells for a base price of
$13,500-$14,000; the Mini Cooper,
for $18,000-$20,000; and the
Smart starts around
$14,000-$17,000. The typical buyer
could afford a bigger, more power-
ful vehicle, but opted for these mod-
els, analysts say.

The tiny two-person Smart is
doing well in the U.S., a market
where consumers have long pre-
ferred big sport-utility vehicles
and trucks. Daimler expects to sell
20,000 Smarts in the U.S. this year.
Some dealerships have months-
long waiting lists for the Smart.

Alan Brask, a 53-year old execu-
tive at a Chicago-area graphics
firm, sold his 2003 Mercedes
CLK430 Cabriolet and bought a
Smart convertible for $17,500 last
month. His reasons: He was tired of
spending so much on gasoline and
car payments. He’s pleased with
his Smart, which gets 33 miles per
gallon in the city and 41 mpg on the
highway, compared with 16 mpg
and 22 mpg for the Mercedes.

“It’s an odd-looking little car in
a sense, but for some reason it reso-
nated with me as soon as I saw it.
It’s a lot of fun to drive, and I still
get to whip around with the top
down,” he says.

Mr. Brask says he thinks the car
also changes his image. It’s like hav-
ing “a kinder, gentler persona be-
stowed on me rather than automati-
cally being pegged as a grumpy old
capitalist. I get the thumbs-up ges-
ture from teenagers and moms as I
drive through the neighborhood.”

Small European cars shine
As overall auto sales decline, a trio of chic, diminutive models are catching buyers’ eyes
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By Kevin Helliker

A study being presented Tues-
day at a medical conference in Chi-
cago suggests that radiologists
should start examining something
they usually ignore: the human face.

The eyes of modern radiology
are so trained on
high-tech images
of arteries, organs
and bones that ac-
tual patients can be-

come abstract concepts, rarely en-
countered in the flesh. But a study
out of Israel found that including
passport-type photographs of pa-
tients in digital files enhanced radi-
ologist performance. “We recom-
mend adding patient photographs
as a routine protocol to the digital
file of all radiographic examina-
tions,” the study concludes.

That’s an audacious suggestion—
one that would change the practice
of radiology—especially coming
from a physician who hasn’t yet com-
pleted his residency, Yehonatan N.
Turner. To boot, Dr. Turner hasn’t
yet submitted his study for publica-
tion.

But at a Radiological Society of
North America conference where
4,000 studies are being presented

this week, Dr. Turner’s is receiving
extraordinary attention. It is one of
barely a dozen studies at the meet-
ing to earn its own news conference,
yet even ahead of that event it has
become notorious here for its impli-
cation that radiologists don’t al-
ways remember that patients are
people. “It’s controversial,” says
Linda Brooks, an RSNA spokes-
woman.

In the study, 15 radiologists at
Shaare Zedek Medical Center in
Jerusalem twice reviewed com-
puted tomography images, once
with and once without a photograph
of the patient. About 300 patients
participated in the study, which also
included a control group of twice-re-
viewed CT scans involving no
photographs.

In the study’s most eye-
popping result, the lack of a
photograph was associated
with an 80% drop in so-called
incidental findings, such as
when a search for kidney
stones turns up a tumor. Inci-
dental findings are often life-
saving because they discover
presymptomatic problems,
and the study suggests that
radiologists look more care-
fully for them when a patient

photograph is attached.
At a conference devoted to mag-

netic resonance imaging and other
high-tech wizardry, the Turner
study has radiologists talking
about the old-fashioned photo-
graph. “It is nice to introduce a hu-
man element into radiology, where
we so often concentrate on images
of internal organs and functions,”
Michael Vannier, a University of
Chicago professor of radiology ,
said in an email.

The study also suggests the pos-
sibility of patient empowerment in
that most-passive medical arena:
the scanning machine. A patient can
bring along a photograph and re-
quest that it be included in his file.

“This would be a new concept to
most radiology departments,” says
Louis H. Wetzel, professor of radiol-
ogy at the University of Kansas
School of Medicine. But most such
departments “could easily accom-
modate such a request,” he says.

But is it a good idea? Dr. Vannier,
Dr. Wetzel and others say that photo-
graphs could add costs and
heighten concerns about patient pri-
vacy, without much benefit if the re-
sults of Dr. Turner’s study turned
out to be a so-called “novelty ef-
fect,” meaning that over time photo-
graphs would cease to captivate ra-
diologists.

Others, arguing that anonymity
can be an advantage, point to stud-

ies showing racial imbalances
in medical treatment. In a
2004 journal of Pediatrics arti-
cle called “The Misuse of Race
in Medical Diagnosis,” Dr. Rich-
ard S. Garcia tells of a black girl
whose unending cough and fe-
ver failed to tip off her doctors.
“Only when she was 8 did a ra-
diologist, who had never seen
her face to face, notice her
chest radiograph and ask,
‘Who’s the kid with CF?” the ar-
ticle says. Typically, cystic-fi-
brosis patients are diagnosed

by the age of four.
“Bringing a human face to medi-

cine is always good. Bringing stereo-
typing and bias is dangerous,” says
Tom Delbanco, a Harvard Univer-
sity professor of medicine, who re-
gards the Turner study “with ambiv-
alence.”

More valuable than photo-
graphs, some radiologists say,
would be enhanced information
about the purpose of a particular
scan. The overworked internists
who prescribe scans often provide
vague or confusing explanations,
and patients often fail to properly
fill out forms seeking cause. “Half
the time they don’t fill the form out
or they say they’re getting it,
‘because my doctor ordered it,’ ”
says Matthew Walker, chief of neuro-
radiology at Northwestern Univer-
sity Medical School in Chicago.

But Dr. Turner predicts that fur-
ther study will bear out the power
of old-fashioned head shots to im-
prove radiology. Included in his
presentation were comments from
the radiologists who participated
in the study. One said the inclusion
of photographs “makes me feel
more like a physician.” Another
said a photograph “makes each CT
scan unique.”

Patient photo gives diagnosis a face for radiologists

By Andrew Higgins

Riga, Latvia

H
AMMERED by economic
woe, this former Soviet
republic recently took a
novel step to contain the
crisis. Its counterespio-

nage agency busted an economist for
being too downbeat.

“All I did was say what everyone
knows,” says Dmitrijs Smirnovs, a
32-year-old university lecturer de-
tained by Latvia’s Security Police.
The force is responsible for hunting
down spies, terrorists and other
threats to this Baltic nation of 2.3 mil-
lion people and 26 banks.

Now free after two days of ques-
tioning, Mr. Smirnovs hasn’t been
charged. But he is still under investi-
gation for bad-mouthing the stability
of Latvia’s banks and the national cur-
rency, the lat. Investigators suspect
him of spreading “untruthful infor-
mation.” They’ve ordered him not to
leave the country and seized his com-
puter.

Finance is a highly touchy subject
in Latvia, one that the state tries,
with unusual zeal, to shield from
loose tongues. It is a criminal offense
here to spread “untrue data or infor-
mation” about the country’s finan-
cial system. Undermining it is out-

lawed as subversion.
So, when the global financial sys-

tem began to buckle this autumn,
Latvia’s Security Police mobilized to
combat destabilizing chatter about
banks and exchange rates. Agents di-
rected their attention to Internet
chat rooms, newspaper articles, cell-
phone text messages and even rock
concerts. A popular musician was
taken in for questioning after he
cracked a joke about unstable
Latvian banks at a performance.

Just one problem: Much of the
speculative buzz now turns out to
ring true.

After insisting its banking sector
was healthy, Latvia last month took
over the largest locally owned bank,
Parex, to save it from collapse. After
denying it needed aid from the Inter-
national Monetary Fund, the govern-
ment is now in talks with the IMF.

Finance Ministry officials ac-
knowledge that secret police won’t
save the country from economic cri-
ses. But they do believe Security Po-
lice vigilance makes the public think
twice before spreading uninformed
gossip about banks.

“It is a form of deterrence,” says
Martins Bicevskis, Finance Ministry
state secretary.

Mr. Smirnovs says he will cer-
tainly be “more careful” about voic-
ing his opinions in the future. But he
scoffs at the use of security agents
“as a medicine that only makes peo-
ple more worried.”

The ingredients of Latvia’s trou-
bles are much the same as elsewhere:
a credit crisis, a slump in property

prices and a severe economic slow-
down. But in a tiny nation long wary
of big neighbors, primarily Russia
but also Sweden, economic woes are
never just about money.

“We are a small country, and
panic would have very grave conse-
quences,” says Teodors Tverijons,
head of the Association of Latvian
Commercial Banks. Preventing unin-
formed gossip, he says, is a “matter
of state economic security.”

The Security Police don’t com-
ment on the specifics of their investi-
gations. But, says spokes-
woman Kristine Apse-Kru-
mina, the agency has a duty
to “gather information” and
take “preventive mea-
sure…to avoid destabiliza-
tion of the financial situa-
tion.”

Virtually no one here
worries that Latvia is revert-
ing to the ways of the Soviet
Union, when the KGB
hunted down dissidents
and kept the population in
cowed silence. Unlike Rus-
sia, where state-controlled media
largely ignore bad news, Latvia has a
vibrant free press. Mr. Smirnovs’s de-
tention was front-page news and cre-
ated an uproar. This, says the econo-
mist, “shows that we are still living in
a democracy.”

But authorities also have cause to
be wary of unfounded gossip. Latvia
last year was suddenly awash with ru-
mors of an imminent devaluation of
the lat, which is pegged to the euro.
Citizens, ignoring government reas-

surances, rushed to convert their
cash into euros. The central bank
spent heavily to sustain the currency
peg. There was no devaluation.

Suspecting foul play, the Security
Police launched a hunt for the source
of the devaluation talk. It eventually
found the culprit but quickly let him
go. “He was in a drunk condition
when he spread the rumor,” says the
Security Police’s Ms. Apse-Krumina.

Authorities responded to the af-
fair by demanding tougher curbs on
finance-related rumors. Human-

rights lawyers protested.
But a year ago, the criminal
code was amended to out-
law the dissemination of
“false information about the
financial system orally, in
writing or in any other man-
ner.” It mandated jail terms
of up to six years.

In Latvia’s Soviet past, of-
ficials routinely blamed
their problems on saboteurs
or other scapegoats. “This is
part of our political culture,”
says Sergei Kruks, a media-

studies lecturer. “If the state doesn’t
have a solution, it has to find some-
one to blame.”

Latvia’s economy took a nose dive
this year. After enjoying the highest
growth rate in the European Union,
which it joined in 2004, the country
is now in deep recession. Its economy
shrank 4.2% in the third quarter.

In late September, the nation
was gripped by feverish talk of a
banking crisis. Much of the initial
worry focused on Sweden’s Swed-

bank, the biggest bank in Latvia in
terms of assets. Maris Avotins, the
head of Swedbank’s Latvia opera-
tions, found himself under siege.
“Customers big and small were go-
ing into our branches and asking:
‘Are you in trouble?’ ” Deposits, he
says, slipped by about 3%.

Parex, a big locally owned rival,
started to lose customers, too. It lost
more than 5% of its deposits in Octo-
ber. Anxiety then spread to the sol-
vency of the country as a whole.

It was at this point that Mr.
Smirnovs, the economist, took part
in a discussion organized by a small
local newspaper, Ventas Balss. Pre-
dicting serious trouble ahead for
Latvia, he said: “All I can advise is
this: First, don’t keep money in
banks. Second, don’t keep money in
lats.”

Shortly afterwards, on Oct. 6, the
Security Police opened a criminal in-
vestigation into people who “spread
rumor and untruthful information.”

By late October, Swedbank, forti-
fied by guarantees announced by the
Swedish government, started to lure
back customers. But Parex, Latvian-
owned and therefore unprotected by
the Swedish state, sank deeper into
trouble as depositors continued to
flee.

Fearing the worst, Latvia’s gov-
ernment took a 51% stake in Parex
last month. It then asked both the Eu-
ropean Union and the IMF for help. A
few days later, Mr. Smirnovs was
picked up outside his home by two
plainclothes officers from the Secu-
rity Police.

Delta is seeking to change its orders with
Boeing as the carrier integrates its fleet
with that of Northwest Airlines. Page 8
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A study found that including photographs of patients in
digital files enhanced radiologist performance.
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By Scott McCartney

Itisgoodnewswhenthetwomost-
congested airports in the world open
new passenger terminals, replacing
overcrowded, tattered buildings. For
the most part, the two Terminal
5s—at London’s Heathrow and New
York’s John F. Kennedy International
airports—are significant improve-
ments for travelers.

But there are trade-offs as well
for the millions of travelers who will
pass through these two aviation
crossroads every year.

In London, T5’s March 27 open-
ing was calamitous
and embarrassing.
The new home for
British Airways
PLC, which cost

£4.3 billion ($6.6 billion), was
touted as the end of that airline’s ser-
vice difficulties, from chronically
late flights to mounds of wayward
luggage. Queen Elizabeth II opened
the gleaming building, but the oper-
ation quickly fell apart.

Employees couldn’t get to sta-
tionsontimebecauseofparkingprob-
lemsand slowsecurity clearance,and
the brand-new baggage system
choked on a software glitch. British
Airways had to cancel scores of
flights and send passengers on other
flights with only carry-on luggage. A
British government investigation
blamed both British Airways and air-
port operator BAA Ltd. for poor staff
training, preparation and communi-
cation, and labeled the botched open-
ing a “national embarrassment.”

Today, T5 is running far better.
There are magnificent aspects to
the building, such as its huge win-
dows looking out on one of the busi-
est airports in the world and its ex-
pansive lobby of 96 kiosks that
would seem to make check-in lines
obsolete.

An open-air bar inside British Air-
ways’ first-class lounge is a dream
for airplane lovers, just a stone’s
throw from the end of a runway and
part of six elegant lounges for pre-
mium-level travelers. One meeting
room has comfy leather chairs made
from the seats of the first Concorde
supersonic jet.

Thebuilding,onthewestendofthe
biggest connecting airport in the
world for international travelers, is
quiet without a cacophony of an-
nouncements,clatterorbeepingcarts.
It is sleek, built largely in the shades of
white and gray that have become the
standard for airport terminals.

“It has got a ‘chill’ feeling. That’s
what we were hoping to create, so
that customers feel more relaxed,”
said British Airways spokesman Ri-
chard Goodfellow.

British Airways is trying to con-
vey that message in ads that portray
the new facility filled with water,
with stingrays and other marine ani-
mals swimming past kiosks. The air-
line says the idea is to portray the ter-
minal as an aquarium, a symbol of
tranquility.

But not everything goes swim-
mingly for fliers. Hamish Parker,
who travels frequently between Lon-
don and New York for an investment-
management company, says signs in
the terminal are confusing, and
there often aren’t enough of them;
he has found himself guiding lost
Americans to gates. And travelers

have to keep moving up and down,
instead of straight ahead, to get to
planes. With real estate limited, the
terminal was built vertically, forgo-
ing the the sprawling, straight lay-
outs of most new terminals, such as
Changi in Singapore.

“It looks spectacular, but it is fun-
damentally flawed. It’s in a
squashed space,” Mr. Parker says.

Indeed, if you arrive at the termi-
nal by train or bus, you have to move
up several levels for check-in and se-
curity, then down to departures and
shopping, down lower still for a shut-
tle train out to remote gates, then up
several escalators to a lobby and
down again to an actual gate.

“There are too many levels. It’s
nice cosmetically, but in terms of
function, I prefer the old Terminal
4,” said Bob Mullens of Virginia, on
his way home recently from a busi-
ness trip.

British Airways’ on-time depar-
ture rate at Heathrow has improved
significantly because of the new
building, to 76% in October, for ex-
ample, from only 52% a year earlier,
according to FlightStats.com. One
reason among several: The new
building has space to have its crew
rooms at the airport. Previously, pi-
lots and flight attendants checked
in and did their preflight briefings
at a building near Heathrow, then of-
ten got stuck in traffic trying to get
to airplanes.

British Airways says its mishan-
dled baggage rate has dropped
sharply, as well. In the old facility,
British Airways was plagued by piles
of suitcases, some left to mold after
being left wet in metal containers.

“The terminal is proving to be
the genuine asset that we always ex-
pected it to be,” said Chief Executive
Willie Walsh.

Like T5 at Heathrow, T5 at JFK,
the new home for JetBlue Airways
Corp., starts with a huge long
check-in area dotted with check-in
kiosks to spread out lines of people.
It stocks the center of the building
with lots of shopping and dining op-
portunities. It is smaller than its
London cousin, and far cheaper, at
only $743 million. It also lacks the
complexity and the elegance of
Heathrow’s T5.

The lobby is almost hospital-is-
sue stark in whites and grays. Gray
walls have blue accents, the ceiling
is white, and the floors are speckled
gray. You are hard-pressed to find
plants, decorations or public art
now typical of more-expensive ter-
minals, though the JetBlue terminal

does have a cute, cartoonish paint-
ing of an airplane at one end. Trans-
lation: A discount airline lives here.

Like T5 in London, T5 in New York
had to deal with some layout chal-
lenges. The terminal was built be-
hind the historic Trans World Air-
lines building, designed by Eero
Saarinen with a swooping roof and
large glass sides. A TWA sign still
adorns the outside of the abandoned
Saarinen terminal even though the
airline has long since been swal-
lowed up by AMR Corp.’s American
Airlines. The landmark is currently
under asbestos-removal renovation
and the Port Authority of New York
and New Jersey, which operates the
airport, is looking for a tenant.

At T5’s security, there are lots of
lanes and—hooray!—lots of seating
to lace up shoes. Once inside, ameni-
ties do improve. There is a sus-
pended 12-meter-wide circle of
video monitors showing New York
street scenes. The terminal houses
lots of food shops, some assuming
that travelers will spend more on
dinner than they will on their airline
ticket. At 5iveSteak, for example,
you can get a 24-ounce dry-aged Por-
terhouse steak for $59.

One innovation: touch-screen
monitors in gate seating areas
where you can order freshly pre-
pared food (tuna sandwich: about
$8) and have it delivered to you in
the waiting area. But you have to
know what the screens are for since
they are poorly marked. Abstract
screen savers show no sign of the
service, and many travelers said
they had no idea you could order
food for delivery. The ordering sys-
tem can be confusing, too. I mistak-
enly managed to order a sandwich
twice, and was billed for it twice
even though the server discovered
the error and said she would fix it.

In gate areas, the seating is rigid,
with a black plastic material clearly
designed to withstand a beating.
There is some contour to the seats,
but they aren’t exactly arm chairs. In
keeping with its tenant, the building
is low-cost, practical and efficient.
There are lots of work stations with
power plugs (T5 in London is bereft
of power plugs, a sin for any new ter-
minal these days), and free Wi-Fi ac-
cess. The walk from curbside to
gates is relatively quick.

“Itgetsthejobdone.Ihavenocom-
plaints,” said Brian Thomas of Bos-
ton, who passedthroughtheterminal
on a recent business trip. “With air-
ports, you just want to get in and get
the heck out and get back home.”

Two T5s adjust on the fly
Heathrow, Kennedy
iron out the kinks
at new terminals

Irish flag carrier Aer Lingus
PLC rejected a renewed takeover
bid from Irish rival Ryanair Hold-
ings PLC, saying the offer was un-
derpriced and unworkable.

Ryanair, Europe’s largest low-
cost airline, launched a new, Œ748
million ($950 million) bid for un-
profitable Aer Lingus, just two
years after Ryanair failed to ac-
quire the carrier for about double
that price.

In its first attempt, Ryanair was
unable to overcome support for
Aer Lingus from the Irish govern-

ment, which owns 25.4% of the air-
line, and other minority stockhold-
ers including employee sharehold-
ers, who hold about 14% of the
stock.

The bid was also blocked by Eu-
ropean Union regulators, although
Ryanair appealed that decision.
The new bid is likely to face many
of the same issues with competi-
tion authorities.

Ryanair Chief Executive
Michael O’Leary said in an inter-
view that economic upheaval and
continuing consolidation in Eu-
rope’s airline industry have now
created a climate in which the Irish
government, outside shareholders
and EU regulators should approve
this offer.

“The world has changed” since
2006, Mr. O’Leary said. Ryanair,
which still holds 29.8% of Aer Lin-
gus, is now hoping to overcome EU
opposition by appealing to
the Irish government.

“We think what will be
most influential to EU regu-
lators will be the Irish gov-
ernment’s attitude,” Mr.
O’Leary said. “Our focus
this week will be on per-
suading the Irish govern-
ment and Aer Lingus the
benefits of the deal,” he
said.

The government said in
a statement that Minister
for Transport Noel Dempsey “will
evaluate the proposal from the per-
spective of the government as a
shareholder in Aer Lingus and hav-
ing regard to Ireland’s aviation pol-
icy.”

Aer Lingus said in a statement
that its board felt the offer “signifi-
cantly undervalues” the airline. It
said competition issues mean the
proposal “is not capable of comple-
tion” and urged shareholders to re-
ject the bid and “take no action in
relation to the offer.”

A takeover of Aer Lingus would
give Ryanair access to long-haul
routes from London’s popular
Heathrow Airport and cement its
position as one of Europe’s biggest
international airlines, alongside
Air France-KLM SA, British Air-
ways PLC and Germany’s Deutsche
Lufthansa AG.

But it would also reduce compe-
tition on Irish routes, which was
the reason regulators opposed the
deal two years ago. EU antitrust au-
thorities then said the combina-
tion would give Ryanair a monop-
oly on 22 routes and dominance on
dozens more.

Ireland’s Impact trade union,
which represents cabin crew, some
managers and pilots at Aer Lingus,
said it has “major concerns” that
Ryanair’s bid would create a mo-

nopoly, which “would be very bad
news for the consumer.” Aer Lin-
gus staff overwhelmingly opposed
Ryanair’s last takeover bid.

Ryanair is likely now to face the
same issue. In an effort to pre-
empt competition concerns, Mr.
O’Leary pledged to reduce fares.

When Ryanair made its first of-
fer for Aer Lingus, which valued
the airline at about Œ1.48 billion,
the Irish economy was booming.
Aer Lingus and the government re-
jected Ryanair’s original bid as un-
dervaluing the airline and as poten-
tially harmful to consumers be-
cause it would eliminate competi-
tion.

Since then, the price of Aer Lin-
gus shares has plunged—like those
of Ryanair and most airlines—and
Ireland is now in recession.

“The situation has changed for
the Irish government—they’re fac-
ing huge deficits,” Mr. O’Leary said.
“They’ve had two years of Aer Lin-
gus’s independence, and all they’ve
had was higher fares, higher fuel sur-
charges and losses,” he said.

Aer Lingus has announced
plans to cut capacity this winter
and next summer and wants to out-
source 1,500 of its 4,000-strong
work force, in an attempt to save
Œ74 million and stem its losses.

Ryanair’s presentation to inves-
tors cites several recent airline
mergers or acquisitions against
which it said the new offer should
be judged.

These include easyJet PLC’s
takeover of GB Airways, Spanish
budget carrier ClickAir SA’s
merger with rival Vueling and the

continuing integration of
insolvent Italian flag car-
rier Alitalia with private ri-
val AirOne. The document
also cites possible deals in-
cluding the proposed Brit-
ish Airways merger with
Spain’s Iberia Líneas
Aéreas de España SA and
German giant Deutsche
Lufthansa’s potential take-
over of Austrian Airlines
AG.

Mr. O’Leary claimed
that Aer Lingus on its own isn’t
strong enough to compete against
other big European carriers and
can’t compete against Ryanair’s
low-cost base. “It’s just too small
and too peripheral. It just withers
on the vine,” Mr. O’Leary said.

Trying to woo the government
and employees, Ryanair said the
employee shareholders trust,
ESOT, and other employee share-
holders stand to get more than
Œ137 million in cash and the govern-
ment more than Œ188 million in
cash, if the bid is successful.

It also committed to doubling
the size of the Aer Lingus short-
haul fleet to 66 aircraft over the
next five years and creating 1,000
new jobs, while also cutting its av-
erage fares by 5% for three years.

Ryanair is offering Œ1.40 cash
per Aer Lingus share for the air-
line, about 28% more than Aer Lin-
gus’s average closing price for the
30 days to Nov. 28. If the bid is suc-
cessful, the company would keep
both the Ryanair and Aer Lingus
brands.

Ryanair said it wants to meet
with the board of Aer Lingus as
soon as possible to explain its posi-
tion.

Aer Lingus shares in Dublin
closed up 14% to Œ1.28, while Ry-
anair shares fell 2.8% to Œ2.85.

Ryanair’s renewed offer
for Aer Lingus is rejected

The new JetBlue Airways airport terminal, known as T5, offers a significant
improvement for travelers at often-congested JFK airport in New York.

Michael O’Leary
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A sure bet that few want
Post-Lehman fears
and pricier loans
hit arbitrage play

Shorts on U.K. financials
are still generating returns

Not worth the risk
The difference in spreads between bonds and the credit-default swaps tied to
them was a favorite arbitrage play before the crisis. The funding spread in 
Iboxx Investment Grade Index against CDS, in percentage points

Source: Deutsche Bank
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Going beyond rankings
to assess M&A bankers

— 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 Radi Khasawneh

T HE RAPID GROWTH in credit
default swaps this decade
gave fixed-income traders

and hedge funds new tools to ex-
ploit the difference in spread be-
tween corporate bonds and their
credit derivatives, a spread known
as basis.

Those strategies soon became a
staple for arbitrage traders. Before
the credit crisis hit markets in Au-
gust last year, bond spreads were
10 basis points (0.1 percentage
point) wider than credit default
swap spreads on comparable corpo-
rate bonds, a situation known as
negative basis. One hundred basis
points is a percentage point.

The interest paid by some
bonds was therefore worth more
than the cost of insuring them
against default, a difference that
banks could exploit to generate a
risk-free profit, a profit often mag-
nified by money borrowed to in-
vest in those positions.

Before the end of 2007, the ba-
sis generally stayed within a range
of negative 10 basis points and plus
10 basis points, but as traders

jumped on arbitrage opportuni-
ties, the basis began to fall to
around zero, or slightly positive on
balance, according to research by
Société Générale Corporate & In-
vestment Banking.

Since Lehman Brothers’ col-
lapse in September, the basis has
been consistently negative and wid-
ening. That has been caused in part
by hedge funds, bank proprietary
trading desks and some pension
funds remaining wary of some of
the new problems associated with
the trade.

The negative basis, on average,
across all European investment-
grade names was 140 basis points
as of Nov. 14, according to Barclays
Capital research. The difference
was wider in the U.S. market, aver-
aging 250 basis points. The differ-
ence on some single names was
more marked, according to the re-
search, with Daimler bond spreads
trading 700 basis points wider
than the CDS spread.

Although it continues to be at-
tractive, the trade hasn’t drawn
the investors it did earlier this year
for several reasons. The main one
has been a rise in bank funding

costs, which means it costs more to
put on the same trade.

“Basis trading and arbitrage re-
quires you to assume funding at Li-
bor, which is difficult to achieve in
these markets,” said Michael Hamp-
den-Turner, credit strategist at Citi-
group in London. “Essentially, mar-
ket efficiency has broken down due
to uncertain funding costs.”

Some market participants have
also questioned the use of CDS in
this context, as these instruments
only pay out in the event of default.
“The basis between corporate
bonds and credit default swaps is
only perfectly arbitrageable in the
event of default,” said Tim Bond,
head of global asset allocation at
Barclays Capital in London.

Banks selling basis trades to in-
vestors have struggled with this
poor liquidity, which makes it diffi-
cult for banks to hedge the posi-
tion. There has also been a persis-
tent awareness of counterparty
risk after Lehman Brothers’ col-
lapse. That issue, which primarily
affects CDS, further fueled disloca-
tion between the two asset classes
and prompted a rush to deleverage
in the market.

By Liam Vaughan

Perhaps bankers should be less
keen to boast of high placement in
the rankings according to market
share.

As data providers such as Dea-
logic, mergermarket and Thomson
Reuters work to compile their
end-of-year data, the investment-
banking world’s fixation with
league tables has been called into
question.

According to recent research
that examined nearly 30 years of re-
turns to shareholders from mergers
and acquisitions, there is a strong
negative correlation between a
bank’s market share and the returns
of the clients it helps to make acqui-
sitions. So the larger a firm’s mar-
ket share, the less value the merg-
ers it helps put together are likely
to deliver.

“There are no league tables
based on performance,” said
former Morgan Stanley banker Alex
Edmans, a professor at the Univer-
sity of Pennsylvania's Wharton
School. “The entire industry seems
to equate market share with qual-
ity, without stopping to check
whether market share is actually
positively related to performance.
Our results suggest that it is a poor
proxy.”

Whether advisers should take re-

sponsibility for the success of an
M&A transaction is open to debate.

“It is entirely logical for banks to
maximise their league table posi-
tion, in particular by accepting
value-destructive mandates,” said
Prof. Edmans. “Not only will the
mandate boost fee income today,
but it also will increase market
share and the ability to generate in-
come in the future.”

Investment bankers usually use
the tables for bragging rights, play-
ing up high rankings in a particular
field when trying to draw clients.

In a working paper, Prof. Ed-
mans and Jack Bao of the Massachu-
setts Institute of Technology’s
Sloan School of Management pro-
pose that a better barometer of suc-
cess for M&A bankers would be the
performance of a bidder’s share
price three days after an M&A trans-
action was announced.

They say this would go some
way to prevent advisers from ac-
cepting mandates for value-destruc-
tive deals, and help challenge the
dominance of the likes of Goldman
Sachs Group Inc. and Morgan Stan-
ley at the top of the rankings.

The data providers are aware of
Wharton’s research, but don’t have
immediate plans to implement any
performance-based measures, par-
ticularly those that rely on a compa-
ny’s share-price performance.

By David Walker

Hedge funds shorting U.K. finan-
cial stocks have seen the value of
those positions increase by at least
£1.3 billion ($2.2 billion) since mid-
September, according to regulatory
filings, as the sector’s shares contin-
ued to decline despite the U.K. finan-
cial watchdog’s ban on speculators
adding to bets on their fall.

Still, some managers are reduc-
ing or reversing short positions in
anticipation that bank shares will
rise.

Since Sept. 19, speculators
haven’t been allowed to increase
short positions on 34 financial
firms and had to report short posi-
tions exceeding 0.25% of the compa-
ny’s outstanding shares. The 39.7%
decline in the sector since mid-Sep-
tember has meant sizable gains for
those managers, who had to report
their short positions under the new
disclosure rules. John Paulson at
Paulson & Co., had shorts on four
banks, which had made £655 million

by Nov. 24.
However, Odey Asset Manage-

ment, BlueRidge Capital and Tiger
Global Management have reduced
their positions below 0.25%, and in
the past fortnight AQR Capital Man-
agement said it had reduced its
shorts on insurer Admiral Group
and South African bank Investec.

Barclays PLC’s Barclays Global
Investors has almost halved its posi-
tion on Aberdeen Asset Manage-
ment and cut its bet on St. James’s
Place by about 14%. Barclays Global
Investors declined to comment.
Paulson & Co. and AQR Capital
couldn’t be reached.
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Dow Chemical renegotiates
Kuwait venture, lowers price

By Jacob Gronholt-Pedersen

MOSCOW—Russia’s biggest oil
producer, OAO Rosneft, said Mon-
day that its third-quarter net profit
rose 80%, but added it has had to
turn to state banks for short-term
borrowings.

State-controlled Rosneft said
net income jumped to $3.47 billion
from $1.93 billion in the year-ear-
lier period, helped by high crude
and oil-products prices, healthy re-
fining margins and a foreign-ex-
change gain.

Although oil prices averaged $113
a barrel in the third quarter, more
than twice current levels, Rosneft is
prepared for what is now “a more
challenging operating environment
of substantially lower prices,” said
Chief Executive Sergei Bogdanchikov.

Russian oil companies recently
have trimmed billions of dollars in
capital expenditure originally ear-
marked for 2009. Rosneft remains the

sole Russian oil major to stick to its in-
vestment plans for next year. The
downward revisions have resulted in
part from the sudden drop in global
oil prices, which this month
fell below $50 a barrel.

“The quality of Ros-
neft’s projects are very
high, so it would actually
make sense for them to
keep investing, even if the
oil price stays low,” said
Pavel Kushnir, an analyst at
Deutsche Bank in Moscow.

Rosneft plans to launch
its Vankor field in Eastern
Siberia by mid-2009. Pro-
duction is expected to peak
at 25.5 million metric tons
of crude a year.

The company said that as of
Sept. 30, its total loans and borrow-
ings stood at $20.8 billion, of which
$8.4 billion was short-term debt. As
the global financial crisis has wors-
ened, the Russian government,

which relies heavily on oil export du-
ties for federal budget revenues, has
moved to support the industry by of-
fering loans. Rosneft said that since

the end of the third quar-
ter, it had obtained $4.6 bil-
lion in short-term debt—of
which $3.8 billion was de-
nominated in rubles—from
state-controlled banks.

In the third quarter, Ros-
neft’s revenue was up 51%
to $20.69 billion from
$13.74 billion, despite al-
most unchanged produc-
tion levels, thanks to
higher crude prices.

Rosneft shares have
fallen from mid-May highs,

hit most recently by a decline in oil
prices and a sell-off in Russian equi-
ties. The stock closed down 14% at
$3.42 in London, down about 60%
since January.
 —Alexander Kolyandr in London

contributed to this article.

By Russell Gold

A bloody protest by Nigerian vil-
lagers against Chevron Corp. in 1998
has led to a closely watched federal
lawsuit that could have a far-reach-
ingimpactonhowmultinationalcom-
panies conduct business overseas.

he jury in the civil trial, which has
been under way in San Francisco for
the past five weeks, began deliberat-
ing its verdict last week. Its conclu-
sion could strengthen an evolving le-
gal frontier: Can multinational com-
panies be hauled into U.S. courts and
held accountable for alleged human-
rights violations that occur on its
properties overseas?

Thecasecentersona1998protest
involving about 100 Ilaje villagers
from coastal Nigeria, who occupied
anoffshoreoilfacilityownedbyChev-
ron. After the villagers stayed for
three days, Chevron called in the Ni-
gerian military to remove them. The
response wasbloody: twoprotesters
were shot and killed. Others were
taken into custody and allegedly tor-
tured, according to court filings.

The lawsuit, Bowoto v. Chevron,
was brought by the protesters and
theirfamily,includingLarryBowoto,
who was injured by the military. It is
drawing broad attention in part be-
cause it is a major test of the Alien
Tort Claims Act against a major cor-
poration. It is also the first time the
courtshavetestedwhetheracorpora-
tioncanbeheldresponsiblefortheac-
tionsoflocalauthoritiesitcallsinfor
protection.

“This is the first corporate alien
tort trial where you have a very com-
monsetoffacts—relianceonthegov-
ernment for security—that is creat-
ing potential liability,” says
Jonathan C. Drimmer, a partner with
the law firm Steptoe & Johnson.

Lawyers and spokesmen from
bothpartieseitherdidn’treturncalls
or declined to comment, citing an or-
der by U.S. District Judge Susan Ill-
ston to prevent them from discuss-
ing the ongoing case. In previous
statements, Chevron has said any
claim that it “intended for the Nige-
rian law enforcement personnel to

harm anyone is beyond far-fetched.”
The AlienTortClaims Act is a legal

statute that dates to 1789, when Con-
gress enacted the law to ensure the
newbornnation wouldabidebyinter-
national laws. It allows foreign-
ers—or aliens—to bring suit in U.S.
courts charging violations of interna-
tional laws.

Only once before the Chevron
case has a U.S. jury faced an Alien
TortClaimscaseinvolvingacorpora-
tion. In 2007, Drummond Co., an Ala-
bama mining company, was alleged
to have supported Colombian para-
military groups that killed three
union activists. The jury found there
was insufficient evidence to hold the
companyresponsibleforthekillings.
Drummond, as previously reported,
has denied any role in the deaths of
the union leaders.

The suit against Chevron raises a
set of tough issues for oil companies
with large capital investments over-
seas.InNigeriaandmanyothercoun-
tries, multinational corporations
aren’t allowed to maintain their own
security forces and must rely on the
military for protection, says Sebas-
tianSpio-Garbrah,ananalystwithpo-
litical-riskconsultantEurasiaGroup.
U.S. companies, including Chevron,
routinely pay the Nigerian military
for its services, and house and feed
troops, according to court filings

Earlynextyear,RoyalDutchShell
PLC faces a similar case in New York
federal court stemming from the
1995 death of Ken Saro-Wiwa, an ac-
tivistinoil-richcoastalNigeria.Shell
hasdeniedtoanoil-industrypublica-
tion that it was complicit and called
the allegation “false and without
merit.”

Some of the details of what hap-
pened on the Chevron oil facility re-
main in dispute. According to court
files,bothsidesagreethatonMay25,
1998, about 100 unarmed protesters
boated out to an offshore platform
and an attached barge owned by
Chevron and boarded it as a protest.

Thevillagersandtheirlawyerssay
itwasapeacefulprotestandthatover
the next three days, Chevron workers
and the protesters “played games,
shared meals, watched videos, fished
[and] chatted together,” according to
a court filing. Chevron said the pro-
testers threatened to burn the barge
and the workers were being held hos-
tage.OnMay28,ChevronaskedtheNi-
gerianmilitarytohelpendtheprotest
and provided company-leased heli-
copters for the operation.

The villagers said the military
shot at them without provocation,
killing two protesters. Chevron said
in court filings that the two villagers
killed had metal pipes “raised above
theirheadsinathreateningmanner.”

Overseas liability at issue
Chevron case tied
to Nigeria protest
tests multinationals

Crude-oil futures slump
on manufacturing report

Rosneft’s net profit soars 80%

Sergei
Bogdanchikov

Larry Bowoto, right, is one of several Nigerians suing Chevron in the U.S. over a
1998 incident at an oil facility off Nigeria’s shore that resulted in two deaths.
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By Shirleen Dorman

And Ana Campoy

Dow Chemical Co. said it has rene-
gotiated its deal to form a joint ven-
ture with Kuwait Petroleum Corp.,
and now will receive less money in re-
turn for Kuwait Petroleum’s 50%
ownership of several Dow plants.

The revised deal is now valued at
about $17.4 billion, down from $19 bil-
lion. The new company formed in the
joint venture will be called K-Dow
Petrochemicals and start operations
by the beginning of 2009. The new
company will issue a special $1.5 bil-
lion cash distribution to each part-
ner upon the closing of the deal.

Under the new terms, Dow will
receive $9 billion in pretax pro-
ceeds, instead of the $9.5 billion
originally planned.

The reduction reflects the tur-
moil in the chemical industry as the
global downturn dries up demand for
chemical products, said Dow Chemi-
cal Chief Executive Andrew Liveris.

“The economic recession that’s
in place means that it’s going to be
tougher for this business in the
next few years,” he said in an inter-
view Monday.

Dow shares were down 1.1% to
$18.34 in late-morning trading Mon-
day in New York.

The revised terms also call for

two existing joint ventures between
Dow and Petrochemical Industries
Co. to be wrapped into K-Dow Petro-
chemicals—MEGlobal, a provider of
ethylene glycol, and Equipolymers, a
supplier of PET (polyethylene tereph-
thalate) resins. That will push the
venture’s expected annual revenue to
$15 billion from $11 billion under the
original deal.

Kuwait Petroleum said last
month it was reviewing the K-Dow
effort following a request from the
country’s Supreme Petroleum Coun-
cil. The joint venture will make nu-
merous basic chemicals and plastics
that have lower profit margins and
have become less a focus for chemi-
cal makers as they pursue higher-
margin products.

Dow is seeking to boost its
higher-profit business through its
planned $15.3 billion acquisition of
Rohm & Haas Co., which makes coat-
ings and electronic materials and
will incorporate some of Dow’s spe-
cialty chemicals units. That deal is
set to close early next year. Mr. Liv-
eris said the lower-valued joint ven-
ture with Kuwait Petroleum won’t
derail that transaction.

In October, Dow posted a 6.2% in-
crease in third-quarter net income as
steep price increases overcame lower
sales volumes, high energy costs and
disruptions from recent hurricanes.

A WSJ NEWS ROUNDUP

Oil prices tumbled 9.5% as manu-
facturing activity in the U.S. hit a
26-year low, a showing that was
much worse than expected, and after
major oil-producing nations deferred
a cut in output at a weekend meeting.

Light, sweet crude for January
delivery fell $5.15, to $49.28 a bar-
rel, on the New York Mercantile Ex-
change, it lowest settlement since
May 23, 2005. The contract had set-
tled down a penny at $54.43 Friday,
capping a month that saw it decline
nearly 20%. In London, January
Brent crude fell $3.45 to $50.04 on
the ICE Futures exchange.

Tumbling oil prices and signs of
the weakening economy also pres-
sured metals prices. Gold futures
fell 5.1% in New York, and silver
dropped 8.2%.

On Saturday, Saudi Oil Minister
Ali Naimi said the Organization of Pe-
troleum Exporting Countries will do
what needs to be done to shore up fall-
ing oil prices when the group meets
Dec. 17 in Algeria, but for now it was
too early to make another output cut.

Prices continued to slide despite
a separate report by Iranian state
TV in which OPEC Secretary-Gen-
eral Abdalla Salem El-Badri said a
daily oil production cut of between
one million and 1.5 million barrels
was likely in December. OPEC,
which accounts for about 40% of glo-
bal supply, cut output by 1.5 million
barrels a day in October.

While some analysts anticipate
the group will approve a cut at that
meeting, they are less sure OPEC
will succeed in halting a slide in oil
prices from this year’s historic peak
above $145 a barrel.

“OPEC simply appears to be be-
hind the curve,” Jim Ritterbusch, pres-
ident of energy-trading adviser Ritter-
busch & Associates, said in a note.

The group “will be engaged in a ‘catch-
up’ process for several months in an
attempt to lower production toward
sharply declining demand levels.”

Phil Flynn, an analyst with
Alaron Trading Corp., said there
seems to be splits within OPEC remi-
niscent of the 1990s, when there
was too much oil on the market and
members routinely cheated on out-
put quotas.

Mr. Flynn also blamed the de-
cline in oil prices on a big drop in
U.S. stocks Monday.

The Institute for Supply Manage-
ment said its gauge of manufactur-
ing activity fell to a reading of 36.2
in November. That was a steeper-
than-expected drop from the Octo-
ber reading of 38.9 and underscored
that the hard economic times were
beginning to have a major effect on
manufacturing. A reading below 50
indicates the sector is contracting.

The decline in the stock market fol-
lows the first five-day string of gains
for both the Dow Jones Industrial Av-
erage and the Standard & Poor’s
500-stock index since July 2007.

A survey of manufacturing activ-
ity in the euro zone and Britain
pointed to a sharper-than-expected
contraction in output. In China, an
equivalent survey also made for a
grim reading, generating fears that
one of the main engines of global
growth over the past few years is
slowing sharply.

Meanwhile, Saudi King Abdullah
told the Kuwaiti newspaper Al-Se-
yassah in an interview published
Saturday that oil should be priced at
$75 a barrel.

Iran’s oil minister, Gholam
Hossein Nozari, was quoted as say-
ing Sunday that the market was
oversupplied by around two million
barrels a day and that production
should be cut by that amount.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 30.90 $26.96 –1.60 –5.60%
Alcoa AA 20.40 9.31 –1.45 –13.48%
AmExpress AXP 15.90 19.64 –3.67 –15.74%
BankAm BAC 111.00 12.85 –3.40 –20.92%
Boeing BA 6.40 39.88 –2.75 –6.45%
Caterpillar CAT 11.20 36.58 –4.41 –10.76%
Chevron CVX 18.00 72.02 –6.99 –8.85%
Citigroup C 286.30 6.45 –1.84 –22.20%
CocaCola KO 10.00 44.33 –2.54 –5.42%
Disney DIS 15.30 20.33 –2.19 –9.72%
DuPont DD 9.70 22.22 –2.84 –11.33%
ExxonMobil XOM 44.80 74.31 –5.84 –7.29%
GenElec GE 92.80 15.50 –1.67 –9.73%
GenMotor GM 55.70 4.59 –0.65 –12.40%
HewlettPk HPQ 17.90 33.44 –1.84 –5.22%
HomeDpt HD 23.80 21.21 –1.90 –8.22%
Intel INTC 50.50 12.56 –1.24 –8.99%
IBM IBM 8.30 76.90 –4.70 –5.76%
JPMorgChas JPM 60.40 26.12 –5.54 –17.50%
JohnsJohns JNJ 15.40 55.33 –3.25 –5.55%
KftFoods KFT 12.20 25.56 –1.65 –6.06%
McDonalds MCD 9.10 56.17 –2.58 –4.39%
Merck MRK 12.10 24.85 –1.87 –7.00%
Microsoft MSFT 66.40 18.61 –1.61 –7.96%
Pfizer PFE 36.70 15.28 –1.15 –7.00%
ProctGamb PG 16.20 60.49 –3.86 –6.00%
3M MMM 8.20 62.35 –4.58 –6.84%
UnitedTech UTX 7.60 45.62 –2.91 –6.00%
Verizon VZ 16.60 30.67 –1.98 –6.06%
WalMart WMT 21.90 53.01 –2.87 –5.14%

Dow Jones Industrial Average P/E: 18
LAST: 8149.09 t 679.95, or 7.70%

YEAR TO DATE: t 5,115.73, or 38.6%

OVER 52 WEEKS t 5,165.48, or 38.8%

 Note: Price-to-earnings ratios are for trailing 12 months
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Dow Jones Stoxx 50: Monday’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

Sanofi-Aventis France Pharmaceuticals $71.3 43.07 –0.89% –33.3% –38.8%

Royal Bk of Scot U.K. Banks 13.5 0.55 –0.90 –85.9 –88.2

Astrazeneca U.K. Pharmaceuticals 52.2 24.20 –1.02 5.6 –10.6

GlaxoSmithKline U.K. Pharmaceuticals 93.4 11.02 –1.65 –14.9 –24.9

HSBC Hldgs U.K. Banks 124.9 7.00 –2.10 –14.8 –24.7

Credit Suisse Grp Switzerland Banks $28.7 30.60 –14.19% –55.1 –54.9

Anglo Amer U.K. General Mining 26.2 13.17 –14.15 –58.7 –28.8

UBS Switzerland Banks 32.2 13.28 –12.34 –73.4 –76.0

ArcelorMittal Luxembourg Iron & Steel 30.1 16.52 –11.87 –66.5 ...

Rio Tinto U.K. General Mining 22.5 14.25 –11.38 –73.8 –42.3

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

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

Novartis 120.8 55.30 –2.12% –13.4% –20.0%
Switzerland (Pharmaceuticals)
Telefonica 91.9 15.51 –2.33 –32.2 23.3
Spain (Fixed Line Telecom)
Diageo 36.8 8.85 –2.43 –18.0 3.0
U.K. (Distillers & Vintners)
Nestle 135.6 42.86 –2.46 –20.3 8.3
Switzerland (Food Products)
Tesco 33.6 2.88 –2.47 –41.0 –5.1
U.K. (Food Retailers & Wholesalers)
SAP 40.7 25.92 –3.45 –26.8 –32.9
Germany (Software)
France Telecom 64.2 19.50 –3.56 –25.6 –7.9
France (Fixed Line Telecom)
Roche Hldg Pt. Ct. 95.1 163.80 –3.65 –21.6 –19.2
Switzerland (Pharmaceuticals)
Bayer 37.4 38.80 –4.62 –30.4 11.8
Germany (Specialty Chemicals)
Nokia 50.6 10.56 –4.78 –61.7 –29.0
Finland (Telecom Equipment)
Vodafone Grp 104.6 1.21 –4.80 –33.4 –2.8
U.K. (Mobile Telecom)
Siemens 51.5 44.75 –4.93 –56.3 –31.1
Germany (Electronic Equipment)
Assicurazioni Genli 32.0 18.02 –4.96 –42.7 –27.4
Italy (Full Line Insurance)
Deutsche Telekom 56.8 10.35 –5.00 –31.4 –25.7
Germany (Mobile Telecom)
Koninklijke Philips 16.0 12.11 –5.13 –57.4 –50.6
Netherlands (Consumer Electronics)
Unilever 37.5 17.36 –5.29 –27.3 –9.9
Netherlands (Food Products)
AXA 36.8 14.15 –5.35 –48.6 –45.9
France (Full Line Insurance)
Soc. Generale 23.4 31.50 –5.63 –67.8 –66.8
France (Banks)
British Amer Tob 48.1 16.00 –5.77 –14.9 24.6
U.K. (Tobacco)
BP 152.1 4.96 –5.84 –15.7 –24.7
U.K. (Integrated Oil & Gas)

UniCredit 28.2 1.68 –6.37% –71.3% –68.3%
Italy (Banks)
Banco Bilbao Vizcaya 36.0 7.62 –6.39 –55.0 –48.4
Spain (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

Tracking
credit
markets &
dealmakers

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

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

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

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

Thomson "1,967" –97 –248 297 Norske Skogindustrier  "1,343" 22 –33 206

FCE Bk  "1,589" –44 –58 382 Fiat "1,046" 24 55 235

AXA 218 –12 –25 28 Stmicroelectronics  151 24 23 31

Bawag P.S.K 189 –11 –5 –35 Diageo  105 26 19 18

Allianz  125 –7 –20 32 Klepierre 708 27 27 139

Zurich Ins  135 –6 –12 45 Gecina "1,098" 33 –19 255

Rank Gp  610 –5 –71 –132 Seat Pagine Gialle  "1,641" 41 –150 364

ING Verzekeringen  224 –5 –14 49 Contl "1,264" 66 391 754

Assicurazioni Generali  124 –4 –22 32 Grohe Hldg  "1,431" 80 234 362

Colt Telecom Group 279 –4 –58 –85 Xstrata  "1,264" 185 302 591

Source: Markit Group

Latest,
Market value, in local STOCK PERFORMANCE

Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

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 -4.58% -31.90% -38.7% -43.6% -44.2%
Merger Arbitrage 0.11% -4.84% -9.8% -9.4% -11.1%
Event Driven -1.02% -12.10% -17.4% -19.2% -20.5%
Distressed Securities -3.22% -13.92% -21.8% -27.1% -29.3%
Equity Market Neutral -0.10% 0.61% -4.1% -3.8% -2.5%
Equity Long/Short 0.25% -3.90% -11.4% -13.0% -13.6%

*Estimates as of 10/29/08, 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 1.70 97.75% 0.01% 1.91 1.18 1.48

Eur. High Volatility: 10/1 4.32 91.45 0.02 4.32 2.16 3.16

Europe Crossover: 10/1 8.89 88.80 0.06 9.27 5.74 7.70

Asia ex-Japan IG: 10/1 3.60 93.34 0.02 6.63 1.99 3.62

Japan: 10/1 3.16 92.66 0.02 3.56 1.58 2.41

 Note: Data as of November 28

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.

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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Korean ad firm Cheil buys
49% stake in Britain’s BMB

KKR backs China dairy
in wake of milk scandal
Consortium to invest
in Mengniu Modern
as alternative supply

By Rick Carew

HONG KONG—U.S. private-eq-
uity firm Kohlberg Kravis Roberts
& Co. is betting around $100 million
that it can help clean up China’s
scandal-tainted dairy industry by
teaming up with the country’s No. 1
milk producer to invest in a dairy-
farm company.

KKR is part of a consortium in-
vesting in Mengniu Modern Animal
Husbandry (Group) Co., a three-
year-old business with big expan-
sion plans that hopes to offer a
scaled-up alternative to the mom-
and-pop farms currently providing
much of China’s milk.

The consortium also includes
Hong Kong-listed China Mengniu
Dairy Co., the country’s top milk pro-
ducer, and a fund established by
China Mengniu Dairy’s Chairman
Niu Gensheng, according to a state-
ment on a Chinese Ministry of Com-
merce Web site. A person familiar
with the situation said KKR’s por-
tion of the investment is roughly
$100 million.

Since September, China’s dairy in-
dustry has been rocked by disclo-
sures about the illicit use of the in-
dustrial chemical melamine in Chi-
nese milk products. On Monday, Chi-
na’s Ministry of Health announced
that the number of children sickened
by tainted milk products now totals
294,000, more than five times a pre-
vious official estimate. Six children
have died. Melamine has been found
in products all over the world that in-
clude Chinese dairy ingredients.

Traders dealing with China’s
many small dairy farms added
melamine to milk from undernour-
ished cows to make it appear to have
higher levels of protein for dairy com-

panies’ quality checks. Reliance on
these supplies and the difficulty of
tracing their origins havae brought
into question the ability of milk pro-
ducers to ensure product safety.

The investment and expansion
plans for Mengniu Modern Animal
Husbandry is one attempt to solve
that problem. Founded in Septem-
ber 2005, the company operates
four ranches and is in the process of
opening an additionl three, with a to-
tal of 26,000 cows. It plans to build
25 to 30 additional farms in one to
two years, according to the state-
ment on the ministry Web site.

After the company’s increase in
capital and a reorganization, it also
intends to list shares in the U.S. or in
Hong Kong—venues that provide an
easier exit for KKR than China’s do-
mestic exchanges.

China Mengniu Dairy’s invest-
ment fits with its strategy of boost-
ing its presence in the dairy-farm-
ing industry. KKR’s head of Greater
China, David Liu, invested in China
Mengniu Dairy and sat on the com-
pany’s board during his tenure at
Morgan Stanley’s private-equity
practice before joining KKR.
 —Juliet Ye

contributed to this article.

CORPORATE NEWS
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Soaring demand
China’s milk consumption, in millions 
of metric tons

Source: OECD-FAO Agricultural Outlook 2008–17

By Geoffrey A. Fowler

HONG KONG—Cheil Worldwide
Inc., South Korea’s largest advertis-
ing agency by sales, bought a 49%
share in London creative agency Be-
attie McGuinness Bungay as part of
its push to expand globally.

The Korean company didn’t dis-
close how much it paid for its stake
in the London agency, known as
BMB, but said the deal is Cheil’s larg-
est acquisition to date.

Cheil already has offices in 29
countries but has long sought to in-
crease its clientele beyond Korean
companiessuchasSamsungElectron-
ics, for which it serves as agency of
record around the world. Another
part of the Samsung group of compa-
nies, Samsung C&T Corp., owns
nearly 13% of the firm.

“Our long-term strategy to ex-
pand globally remains unchanged,
even though the economic environ-
ment is not very strong,” said a Cheil
spokeswoman. BMB plans to keep its
London office, but a spokeswoman
said it will contribute creative work
for Cheil clients, including Samsung.

“We’ve watched with admiration

how BMB have built their U.K. busi-
ness and are delighted that we can
work with them to build their
brand,” said Cheil’s global chief op-
erating officer, Bruce Haines.

Asian ad agencies have recently
revived a hunt for global influence.
In November, Dentsu Inc. of Japan
unveiled plans to acquire McGarry
Bowen, one of the largest indepen-
dent ad boutiques in New York.
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Delphi Legal Information Hotline: Delphi Legal Information Website:
Toll Free: (800) 718-5305 http://www.delphidocket.com
International: (248) 813-2698

UNITED STATES BANKRUPTCY COURT SOUTHERN DISTRICT OF NEW YORK
In re Chapter 11

DELPHI CORPORATION, et al., Case No. 05-44481 (RDD)
Debtor. (Jointly Administered)

NOTICE OF SALE OF CERTAIN ASSETS AT AUCTION
PLEASE TAKE NOTICE THAT:
1. Pursuant to the Order Under 11 U.S.C. Section 363 And 1123 And Fed. R. Bankr. P. 2002 And 9014 (I)
Approving Bidding Procedures, (II) Granting Certain Bid Protections, (III) Approving Form And Manner
Of Sale Notices, And (IV) Setting Sale Hearing Date In Connection With Sale Of Exhaust
Business (the "Bidding Procedures Order") entered by the United States Bankruptcy Court for the Southern District
of New York (the "Bankruptcy Court") on November 25, 2008, Delphi Corporation ("Delphi") and certain of its
affiliates, including certain affiliated chapter 11 Debtors as set forth in the Agreement (the "Selling Debtor
Entities") have entered into a Master Sale And Purchase Agreement (the "Agreement") with Bienes Turgon S.A. de
C.V. and certain of its affiliates (the "Buyers") for the purchase of substantially all of the Debtors' assets (the
"Acquired Assets") primarily used in the exhaust emissions business of Delphi free and clear of liens, claims,
encumbrances, and interests. Capitalized terms used but not otherwise defined in this notice have the meanings
ascribed to them in the Bidding Procedures Order.
2. All interested parties are invited to make an offer to purchase the Acquired Assets in accordance with the terms and
conditions approved by the Bankruptcy Court (the "Bidding Procedures") by 11:00 a.m. (prevailing Eastern time) on
December 8, 2008. Pursuant to the Bidding Procedures, the Sellers may conduct an auction for the Acquired Assets
(the "Auction") beginning at 10:00 a.m. (prevailing Eastern time) on December 11, 2008 at the offices of
Skadden, Arps, Slate, Meagher & Flom LLP, 333 West Wacker Drive, Chicago, Illinois 60606.
3. Participation at the Auction is subject to the Bidding Procedures and the Bidding Procedures Order. A copy of the
Bidding Procedures is available by contacting the undersigned counsel to the Selling Debtor Entities or by accessing
Delphi's Legal Information Website, www.delphidocket.com.
4. A hearing to approve the Sale of the Acquired Assets to the highest and best bidder will be held on December 17,
2008 at 10:00 a.m. (prevailing Eastern time) at the United States Bankruptcy Court for the Southern District of New
York, One Bowling Green, Room 610, New York, New York 10004, before the Honorable Robert D. Drain, United States
Bankruptcy Judge. The hearing on the Sale may be adjourned without notice other than an adjournment in open court.
5. Objections, if any, to the proposed Sale must be filed and served in accordance with the Bidding Procedures Order
and actually received no later than 4:00 p.m. (prevailing Eastern time) on December 10, 2008.
6. This notice is qualified in its entirety by the Bidding Procedures Order.
Dated: December 1, 2008
New York, New York

BY ORDER OF THE COURT
John Wm. Butler, Jr. Kayalyn A. Marafioti
John K. Lyons Thomas J. Matz
Ron E. Meisler SKADDEN, ARPS, SLATE, MEAGHER
SKADDEN, ARPS, SLATE, MEAGHER & FLOM LLP
& FLOM LLP Four Times Square
333 West Wacker Drive, Suite 2100 New York, New York 10036
Chicago, Illinois 60606 (212) 735-3000
(312) 407-0700

Attorneys for Delphi Corporation, et al.,
Debtors and Debtors-in-Possession

California crime novelist seeks international
publisher and or agent. Hard nosed, realistic
action stories with franchise characters perfect
for film adaptation. Fresh slant on the tough
guy anti hero genre with contemporary setting
and mean streak, global attitude.

rodthomp@fgflend.com
714-429-1212 x 202

Seeking International
Publisher

$250K POTENTIAL
ANNUAL EARNINGS

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

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

Own an Energy
Conservation Business
Energy Automation Systems,

Incorporated. Tap into decades of experience
and skill to enjoy an

exciting and profitable career as an indepen-
dent EASI affiliate.

For information call 615-822-7250
or

www.energysavingbusiness.com

Standard Oil Company
Is now accepting Investment

partners in New Drilling
Program located in WV.

Call for full details:

304-628-3070

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Angel Investor seeks great
ideas from quality people.

NEWVENTURES@ROCKETMAIL.COM
FAX: 212-591-6050

We can originate, underwrite and deliver over
200 FHA/VA purchase loans per mo. Superb
team in west coast location with excellent
performance record for 10 years funding
super jumbo, ALT-A & FHA mortgages. If you
are a bank or larger mortgage banker with
excess funding capacity, please contact me.
Help us do our part to stimulate the
economy.September fundings were $38
million. FNMA/ HUD DE / VA Automatic
Approvals and Licensed in Ten States.

dollarconduit@yahoo.com

Joint Venture for
Mortgage Lending

Brand New $30K.
Several units left from

never opened Copy center.
$3,995/delivered

HIGH SPEED OFFICE COPIER

352-257-3600
TOLL FREE 877-736-5091

www.copierinfo.biz

Save 60% First/Business
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www.cookamerican.travel

(212) 201-1824
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COOK
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Currencies London close on Dec. 1 Per In
AMERICAS Per euro In euros U.S. dollar U.S. dollars

Argentina peso-a 4.2651 0.2345 3.3813 0.2957

Brazil real 2.9700 0.3367 2.3545 0.4247
Canada dollar 1.5713 0.6364 1.2457 0.8028

1-mo. forward 1.5709 0.6366 1.2454 0.8030
3-mos. forward 1.5693 0.6372 1.2441 0.8038
6-mos. forward 1.5663 0.6384 1.2417 0.8053

Chile peso 842.93 0.001186 668.25 0.001496
Colombia peso 2924.87 0.0003419 2318.75 0.0004313

Ecuador US dollar-f 1.2614 0.7928 1 1
Mexico peso-a 17.1592 0.0583 13.6033 0.0735
Peru sol 3.9097 0.2558 3.0995 0.3226
Uruguay peso-e 30.211 0.0331 23.950 0.0418
U.S. dollar 1.2614 0.7928 1 1
Venezuela bolivar 2.71 0.369194 2.15 0.465701
ASIA-PACIFIC
Australia dollar 1.9593 0.5104 1.5533 0.6438
China yuan 8.6836 0.1152 6.8841 0.1453
Hong Kong dollar 9.7774 0.1023 7.7512 0.1290
India rupee 63.0511 0.0159 49.9850 0.0200
Indonesia rupiah 15168 0.0000659 12025 0.0000832
Japan yen 118.25 0.008457 93.75 0.010667

1-mo. forward 118.07 0.008469 93.60 0.010683
3-mos. forward 117.77 0.008491 93.36 0.010711
6-mos. forward 117.30 0.008525 92.99 0.010754

Malaysia ringgit-c 4.5783 0.2184 3.6295 0.2755
New Zealand dollar 2.3564 0.4244 1.8681 0.5353
Pakistan rupee 99.304 0.0101 78.725 0.0127
Philippines peso 61.487 0.0163 48.745 0.0205
Singapore dollar 1.9314 0.5178 1.5312 0.6531
South Korea won 1817.05 0.0005503 1440.50 0.0006942
Taiwan dollar 42.049 0.02378 33.335 0.03000
Thailand baht 45.070 0.02219 35.730 0.02799
EUROPE
Euro zone euro 1 1 0.7928 1.2614

1-mo. forward 1.0003 0.9997 0.7930 1.2610
3-mos. forward 1.0006 0.9994 0.7932 1.2607
6-mos. forward 1.0006 0.9994 0.7932 1.2607

Czech Rep. koruna-b 25.560 0.0391 20.263 0.0494
Denmark krone 7.4498 0.1342 5.9060 0.1693
Hungary forint 262.18 0.003814 207.85 0.004811
Norway krone 8.9440 0.1118 7.0905 0.1410
Poland zloty 3.8189 0.2619 3.0275 0.3303
Russia ruble-d 35.334 0.02830 28.012 0.03570
Slovak Rep. koruna 30.3430 0.03296 24.0550 0.04157
Sweden krona 10.4890 0.0953 8.3154 0.1203
Switzerland franc 1.5255 0.6555 1.2094 0.8269

1-mo. forward 1.5222 0.6570 1.2067 0.8287
3-mos. forward 1.5171 0.6591 1.2027 0.8314
6-mos. forward 1.5105 0.6621 1.1974 0.8351

Turkey lira 2.0216 0.4946 1.6027 0.6239
U.K. pound 0.8497 1.1769 0.6736 1.4845

1-mo. forward 0.8495 1.1772 0.6734 1.4850
3-mos. forward 0.8490 1.1779 0.6731 1.4857
6-mos. forward 0.8482 1.1789 0.6724 1.4871

MIDDLE EAST/AFRICA
Bahrain dinar 0.4755 2.1032 0.3769 2.6529
Egypt pound-a 6.9629 0.1436 5.5200 0.1812
Israel shekel 5.0443 0.1982 3.9990 0.2501
Jordan dinar 0.8937 1.1189 0.7085 1.4114
Kuwait dinar 0.3474 2.8783 0.2754 3.6307
Lebanon pound 1893.36 0.0005282 1501.00 0.0006662
Saudi Arabia riyal 4.7321 0.2113 3.7515 0.2666
South Africa rand 13.0668 0.0765 10.3590 0.0965
United Arab dirham 4.6332 0.2158 3.6731 0.2722

SDR -f 0.8503 1.1760 0.6741 1.4834
a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central

Bank rate f-Special Drawing Rights from the International Monetary Fund ; based on ex-
change rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thom-
son Reuters.

Dow Jones and Dow Jones Stoxx Indexes

3.77% 9 World -a %% 156.86 –5.25% –48.4% 5.31% 12 U.S. Select Dividend -b %% 563.70 –5.31% –35.5%

3.12% 11 Global Dow 1037.20 –4.68% –42.3% 1387.46 –5.38% –50.4% 4.01% 13 Infrastructure 1267.20 –1.42% –32.5% 1528.83 –1.69% –41.7%

4.60% 8 Stoxx 600 193.90 –5.98% –47.4% 182.41 –6.68% –54.8% 2.47% 4 Luxury 580.10 –0.96% –48.1% 622.35 –1.23% –55.2%

4.69% 8 Stoxx Large 200 212.00 –6.10% –46.8% 198.35 –6.79% –54.3% 10.01% 8 BRIC 50 248.40 –2.73% –54.4% 299.62 –3.02% –60.7%

3.94% 9 Stoxx Mid 200 164.10 –5.52% –49.4% 153.55 –6.22% –56.5% 3.58% 3 Africa 50 624.60 –1.50% –42.5% 501.65 –1.76% –50.4%

4.49% 8 Stoxx Small 200 98.10 –5.04% –52.8% 91.70 –5.74% –59.4% 6.03% 5 GCC %% 1544.94 –0.33% –40.1%

4.75% 8 Euro Stoxx 210.30 –5.44% –49.4% 197.79 –6.13% –56.5% 4.44% 9 Sustainability 657.40 –5.24% –42.1% 702.13 –5.52% –50.0%

4.83% 8 Euro Stoxx Large 200 226.60 –5.66% –49.4% 211.82 –6.36% –56.6% 2.92% 10 Islamic Market -a %% 1351.63 –5.45% –43.8%

4.15% 9 Euro Stoxx Mid 200 188.90 –4.56% –48.1% 176.57 –5.27% –55.4% 3.17% 10 Islamic Market 100 1514.40 –3.28% –27.4% 1636.32 –3.76% –37.4%

4.90% 8 Euro Stoxx Small 200 110.60 –3.76% –51.1% 103.25 –4.47% –58.0% 6.68% 5 Islamic Turkey -c %% % %

9.00% 5 Stoxx Select Dividend 30 1147.50 –6.30% –62.3% 1236.92 –6.99% –67.6% 2.78% 12 Wilshire 5000 %% 8516.50 –4.79% –42.6%

6.92% 7 Euro Stoxx Select Div 30 1292.40 –5.53% –60.0% 1398.48 –6.23% –65.6% % DJ-AIG Commodity 128.90 –3.26% –22.3% 117.88 –3.97% –33.2%

*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

MSCI indexes
Developed and emerging-market regional and country indexesfrom MSCI Barra
as of Dec. 1, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

...% ... ALL COUNTRY (AC) WORLD* 220.05 0.86% –45.4% –46.1%

...% ... World (Developed Markets) 892.93 0.93% –43.8% –44.6%

...% ... World ex-EMU 105.61 1.31% –41.6% –42.5%

...% ... World ex-UK 890.76 0.91% –43.2% –43.9%

...% ... EAFE 1,168.23 0.43% –48.2% –49.3%

...% ... Emerging Markets (EM) 526.97 0.19% –57.7% –57.6%

...% ... EUROPE 72.31 1.30% –43.3% –44.0%

...% ... EMU 129.48 –1.27% –53.7% –54.1%

...% ... Europe ex-UK 77.85 0.71% –44.2% –44.7%

...% ... Europe Value 80.97 1.07% –46.6% –47.4%

...% ... Europe Growth 62.78 1.51% –39.9% –40.7%

...% ... Europe Small Cap 105.20 0.40% –51.1% –52.4%

...% ... EM Europe 178.50 –0.29% –62.9% –61.5%

...% ... UK 1,269.84 1.46% –33.9% –33.6%

...% ... Nordic Countries 101.86 –0.52% –50.6% –51.3%

...% ... Russia 436.38 –2.38% –71.0% –69.6%

...% ... South Africa 555.40 –0.49% –22.1% –24.9%

...% ... AC ASIA PACIFIC EX-JAPAN 227.45 1.95% –57.1% –57.6%

...% ... Japan 515.50 0.75% –45.2% –47.0%

...% ... China 36.92 1.68% –56.8% –58.6%

...% ... India 346.32 0.79% –59.5% –56.7%

...% ... Korea 298.78 1.22% –42.2% –42.2%

...% ... Taiwan 167.52 0.34% –49.8% –50.2%

...% ... US BROAD MARKET 967.21 1.00% –39.4% –39.8%

...% ... US Small Cap 1,184.85 1.11% –40.3% –40.8%

...% ... EM LATIN AMERICA 2,028.15 0.13% –53.9% –53.4%

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

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

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 348.75 –17.00 –4.65% 816.00 345.00
Soybeans (cents/bu.) CBOT 846.00 –37.00 –4.19 1,649.00 799.50
Wheat (cents/bu.) CBOT 528.00 –33.25 –5.92 1,275.00 515.25
Live cattle (cents/lb.) CME 85.725 –1.925 –2.20 117.650 83.800
Cocoa ($/ton) ICE-US 2,164 –130 –5.67 3,228 1,884
Coffee (cents/lb.) ICE-US 113.55 –2.55 –2.20 181.60 110.10
Sugar (cents/lb.) ICE-US 11.65 –0.25 –2.10 15.85 9.89
Cotton (cents/lb.) ICE-US 47.03 –0.88 –1.84 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,628.00 –4 –0.25 2,737 1,335
Cocoa (pounds/ton) LIFFE 1,479 –40 –2.63 1,670 992
Robusta coffee ($/ton) LIFFE 1,965 –4 –0.20 2,747 1,580

Copper (cents/lb.) COMEX 163.10 –1.85 –1.12 398.40 152.50

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

Gold ($/troy oz.) COMEX 776.80 –42.20 –5.15 1,045.00 688.00
Silver (cents/troy oz.) COMEX 938.00 –85.00 –8.31 2,122.50 851.00
Aluminum ($/ton) LME 1,725.00 –30.00 –1.71 3,340.00 1,725.00
Tin ($/ton) LME 12,545.00 395.00 3.25% 25,450 11,200
Copper ($/ton) LME 3,624.00 4.00 0.11 8,811.00 3,470.00
Lead ($/ton) LME 1,090.00 5.00 0.46 3,460.00 1,085.00
Zinc ($/ton) LME 1,186.00 16.00 1.37 2,840.00 1,095.00
Nickel ($/ton) LME 9,900 100 1.02 33,600 9,000

Crude oil ($/bbl.) NYMEX 49.28 –5.15 –9.46 148.35 48.25
Heating oil ($/gal.) NYMEX 1.6151 –0.1120 –6.48 4.3193 1.6270
RBOB gasoline ($/gal.) NYMEX 1.1112 –0.0984 –8.13 3.5770 1.0239
Natural gas ($/mmBtu) NYMEX 6.604 0.094 1.44 14.546 0.117
Brent crude ($/bbl.) ICE-EU 50.05 –5.53 –9.95 150.48 49.13
Gas oil ($/ton) ICE-EU 512.75 –19.75 –3.71 1,366.50 507.75

Source: Thomson Reuters; WSJ Market Data Group

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 600 193.91 –12.34 –5.98% –46.8% –47.4%

 8 DJ Stoxx 50 2029.66 –129.38 –5.99 –44.9% –45.7%

 8 Euro Zone DJ Euro Stoxx 210.25 –12.09 –5.44 –49.3% –49.4%

 9 DJ Euro Stoxx 50 2288.39 –141.92 –5.84 –48.0% –47.7%

 5 Austria ATX 1710.50 –90.60 –5.03 –62.1% –61.7%

 7 Belgium Bel-20 1785.79 –95.67 –5.08 –56.7% –57.0%

 7 Czech Republic PX 842.9 –20.3 –2.35 –53.6% –52.3%

 9 Denmark OMX Copenhagen 235.88 –6.43 –2.65 –47.4% –48.2%

 8 Finland OMX Helsinki 5287.79 –312.13 –5.57 –54.4% –55.6%

 7 France CAC-40 3080.43 –182.25 –5.59 –45.1% –45.3%

 10 Germany DAX 4394.79 –274.65 –5.88 –45.5% –43.9%

 … Hungary BUX 12442.29 –252.45 –1.99 –52.6% –50.9%

 2 Ireland ISEQ 2506.68 –31.81 –1.25 –63.9% –64.4%

 6 Italy S&P/MIB 18736 –1249 –6.25 –51.4% –51.7%

 4 Netherlands AEX 235.50 –17.05 –6.75 –54.3% –53.2%

 6 Norway All-Shares 247.68 –18.95 –7.11 –56.5% –56.4%

 17 Poland WIG 26604.96 –525.13 –1.94 –52.2% –52.8%

 10 Portugal PSI 20 6212.27 –88.14 –1.40 –52.3% –53.0%

 … Russia RTSI 631.84 –26.30 –4.0% –72.4% –71.3%

 7 Spain IBEX 35 8510.5 –400.1 –4.49 –43.9% –45.9%

 15 Sweden OMX Stockholm 187.25 –9.79 –4.97 –46.8% –47.7%

 12 Switzerland SMI 5527.58 –289.02 –4.97 –34.9% –36.5%

 … Turkey ISE National 100 24331.78 –1383.20 –5.38 –56.2% –55.2%

 8 U.K. FTSE 100 4065.49 –222.52 –5.19 –37.0% –36.3%

 9 ASIA-PACIFIC DJ Asia-Pacific 86.31 –0.01 –0.01 –45.4% –47.1%

 … Australia SPX/ASX 200 3681.2 –61.3 –1.64 –41.9% –43.7%

 … China CBN 600 15010.73 311.32 2.12% –63.8% –58.9%

 8 Hong Kong Hang Seng 14108.84 220.60 1.59 –49.3% –50.8%

 10 India Sensex 8839.87 –252.85 –2.78 –56.4% –54.9%

 … Japan Nikkei Stock Average 8397.22 –115.05 –1.35 –45.1% –46.3%

 … Singapore Straits Times 1690.23 –42.34 –2.44 –51.2% –51.5%

 11 South Korea Kospi 1058.62 –17.45 –1.62 –44.2% –44.4%

 10 AMERICAS DJ Americas 208.69 –14.61 –6.54 –44.6% –44.7%

 … Brazil Bovespa 34763.23 –1832.64 –5.01 –45.6% –45.0%

 11 Mexico IPC 19856.80 –677.92 –3.30 –32.8% –33.3%

*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

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

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.
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Delta Air seeks to change
its orders with Boeing
U.S. carrier rethinks
aircraft requests
after Northwest deal

Delta, as it integrates its fleet with that of recently acquired Northwest Airlines,
has yet to ask Boeing officially to change its orders for new planes.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

E.ON AG

The German cartel office said
Monday that it agreed to drop in-
vestigations into alleged gas-price
gouging by utilities in return for
concessions to customers valued
at Œ127 million ($161.3 million).
The regulator also announced
plans to launch new antitrust pro-
ceedings against incumbent gas
suppliers over allegations of anti-
competitive constraints for new
gas suppliers. The Federal Cartel
Office said it will stop proceedings
against 29 utilities of the 33 it was
still investigating. The conces-
sions include the Œ55 million the
cartel office extracted in October
from E.ON AG, Germany’s largest
gas company. RWE AG offered con-
cessions valued at Œ18 million, the
agency said. The concessions in-
clude vouchers for customers, re-
duced prices and delays in tariff in-
creases.

Qimonda AG

German chip maker Qimonda
AG said it hopes to find an investor
or strategic partner in the next
few weeks but warned it could run
out of cash early next year. It was
the first time Qimonda conceded
that parts of its operations could
run out of cash in its second quar-
ter, which ends in March, if it fails
to find an investor and the environ-
ment for chip makers deteriorates
further. The company,
77.5%-owned by Infineon Technol-
ogies AG, also said it will postpone
releasing its full-year and fourth-
quarter results until mid-Decem-
ber as discussions continue. The
results for the fiscal year ended
Sept. 30 had been due late Mon-
day. Qimonda warned that its
fourth-quarter revenue had fallen
and its net loss widened from a
year earlier.

Royal Bank of Scotland

Royal Bank of Scotland Group
PLC said it would give homeowners
who miss mortgage payments at
least six months before starting re-
possession action. The move came
on the first business day after the
British government took majority
control of the bank, buying a 58%
stake for £15 billion ($23 billion)
and an additional £5 billion in prefer-
ence shares. RBS has been one of Eu-
rope’s hardest-hit banks because of
its exposure to subprime loans and
its acquisition of parts of Dutch
bank ABN Amro Holding NV just be-
fore the credit crunch.

Stella McCartney

Stella McCartney has lured
away the business-development di-
rector of French fashion house Lan-
vin to lead the British fashion
brand, part of PPR SA’s Gucci unit.
Frederick Lukoff will become presi-
dent and chief executive of Stella
McCartney on Feb. 23, Gucci Group
said Monday. He succeeds Marco
Bizzarri, who will head Gucci’s Bot-
tega Veneta brand. Founded in
2001 by the daughter of Beatles
icon Paul McCartney, Stella Mc-
Cartney has been profitable since
last year and is growing rapidly,
opening stores in Moscow, Beijing
and Hong Kong this year. It will
open shops in Paris and Tokyo this
month. Mr. Lukoff will leave Lan-
vin, one of France’s oldest fashion
houses, where he helped sales
grow to more than Œ140 million
($177.8 million) in 2008 from Œ67
million in 2005 as head of interna-
tional operations.
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Aston Martin

Aston Martin said it is laying off
as much as a third of its work force be-
cause of falling car sales during the
economic slump. The cuts involve a
mix of full-time and temporary jobs at
its plant in Gaydon in western Eng-
land. The company, which employs
some 1,700 people in Britain, said it
might cut up to 300 permanent jobs
and a similar number of temporary po-
sitions. In October, Aston Martin sold
only 110 cars in Britain, down from
164 a year earlier. Total annual sales
are expected to drop to 6,500 this
year from 7,300 last year. The compa-
ny’s sticker price for its cheapest Van-
tage model is £83,000 ($128,000) and
prices run as high as £162,500 for the
DBS, the luxury sports car featured in
the latest James Bond film.

BAE Systems PLC

Switzerland can hand over bank
documents to British authorities in-
vestigating whether arms maker
BAE Systems PLC bribed Czech poli-
ticians to gain a contract for the sale
of fighter jets, the Federal Criminal
Court said Monday. The Swiss court
rejected appeals by a company and a
Geneva-based lawyer, who had
sought to stop the transfer of bank
documents to Britain. In line with
Swiss privacy laws, the court identi-
fied neither the lawyer nor the com-
pany. BAE, Europe’s largest defense
contractor, is the subject of corrup-
tion investigations in several coun-
tries, including allegations it paid
Czech officials to support the pur-
chase of Swedish Gripen fighter
jets. Britain’s Serious Fraud Office
requested help from Switzerland to
trace the flow of about Œ1 million
($1.3 million) sent to Swiss bank ac-
counts via the British Virgin Islands
and Panama, the court said. Aircraft
maker Saab of Sweden and BAE,
which helps market the plane, reject
allegations of improper conduct.

BayernLB

State bank BayernLB said Mon-
day it plans to cut 5,600 jobs, or 29%
of its work force, to weather the glo-
bal financial crisis. The cuts at the
bank, which has been hit hard by the
global financial turmoil, will be made
through 2013 and will affect at least
1,000 positions in Munich, where the
bank is based, and in branch offices.
An additional 200 cuts will be made
outside Germany, the bank said. Bay-
ernLB is Germany’s second-largest
state bank after Landesbank Baden-
Württemberg. BayernLB said in the
future its business will focus more on
Bavaria and selected European re-
gions as well as on middle-tier busi-
ness lending, institutional clients
and commercial real-estate and re-
tail customers. BayernLB has faced
hefty write-downs as a result of the
subprime mortgage and credit crisis.

—Compiled from staff
and wire service reports.

BT Group

U.K. telecom company taps
Chanmugam as finance chief

U.K. telecommunications com-
pany BT Group said Monday that it
tapped Tony Chanmugam as its new
finance director. The 54-year-old is
currently chief financial officer of
BT Retail and managing director of
BT Enterprises. He succeeds Hanif
Lalani, who was recently appointed
head of the company’s global-ser-
vices arm. The appointment takes
immediate effect. BT didn’t say
who will succeed Mr. Chanmugam
in his two previous roles. BT said
Mr. Chanmugam played a pivotal
role in turning around BT Retail
since 2004, reversing a revenue de-
cline of about 5% a year and turning
a double-digit profit decline into
strong profit growth.

China Development Bank

China Development Bank, one of
the country’s three policy lenders,
became a stockholding company
Monday as part of its transforma-
tion into a commercial entity that
may eventually lead to a stock-mar-
ket listing. The relaunch, which in-
cludes a new board of directors,
comes after Central Huijin Invest-
ment Ltd., an investment vehicle un-
der China’s sovereign-wealth fund,
injected $20 billion into CDB late
last year to boost its capital ade-
quacy ratio to 12.77% as of the end of
2007. With the injection, Central
Huijin joined the Finance Ministry as
one of the lender’s two shareholders.

By Paulo Prada

And J. Lynn Lunsford

Delta Air Lines Inc., as it inte-
grates its fleet with that of recently
acquired Northwest Airlines Corp.,
plans to seek significant changes to
aircraft orders that both carriers
had placed individually with Boeing
Co., according to people familiar
with Delta’s plans.

Most notably, the company is
likely to scale back a Northwest or-
der for Boeing’s new, but delayed,
787 Dreamliner, and ask the manu-
facturer to expand a Delta order for
the 777-200LR, a long-range air-
craft that carries at least 50 more
passengers and would better enable
the combined carrier to continue
pursuing Delta’s strategy to shift a
greater percentage of its flights to
long overseas routes.

No final decisions have been
maderegardingnewaircraft,thepeo-
ple said, and Delta hasyet to officially
ask Boeing to alter its order book.

For Boeing, a change in Delta or-
ders is unlikely to disrupt its manu-
facturing schedule or hurt its bot-
tom line because other customers
are queued up behind Northwest for
787s, and the manufacturer is
happy to expand its order book for
the more expensive 777-200LR, peo-
ple familiar with the situation said.

At present, Northwest, which
had been the U.S. launch customer
for the Dreamliner, has a firm order
for 18 787 planes and options for
many more. Delta’s current order
for 777-200LRs, two of which were
delivered this year, foresees deliv-
ery of another three in 2009 and an
additional five in following years.

Delta declined to comment on
specific order plans, but said that
the long-term needs of a merged
fleet would differ from those of
each airline individually. “It comes
down to the flexibility of the com-
bined fleet and how we match ca-
pacity into the markets we serve,”
said Betsy Talton, a Delta spokes-

woman. “Orders get adjusted de-
pending on what’s happening with
the business.”

A Boeing spokeswoman said the
company remains in regular contact
with its customers to make sure their
pending orders match their needs.
She declined to comment about spe-
cific dealings with any airline.

The people familiar with Delta’s
plans said the airline still sees a use
for the 787, but the merged carriers
already have planes—such as the
Airbus A330 aircraft flown by North-
west and Delta’s Boeing 767s—that
could easily serve the same routes
and meet the same capacity needs
for several years.

One person familiar with the situ-
ation said thatDelta still plans even-
tually to take a “significant num-
ber” of 787s, one of these people
said, but airline officials are more in-
clined to take a slightly larger ver-
sion of the 787 that Boeing is devel-
oping for delivery in 2012.

Far more important to Delta’s fu-
ture route strategy is the
777-200LR, the longest-range
model of the 777 family and a plane
that can help it serve more distant
destinations like Shanghai and Jo-
hannesburg, South Africa, that the
airline has been adding to its net-
work recently.

Delta would become one of the
first 787 customers to offer to back
away from coveted early delivery
slots for the jetliner. Despite con-
tinuing production snags, Boeing
has booked 895 orders for the twin-
engine, fuel-efficient aircraft. At av-
erage list prices and without the dis-
counts given to major airlines on
many big aircraft orders, a 787 sells
for $178.5 million and a 777-200LR
costs about $243 million.

Delta is one of three U.S. air-
lines that earlier this decade
signed preferential customer
agreements with Boeing, ensuring
lower prices and priority in order
and delivery schedules in exchange
for big order volumes.

The company has said recently
thatthecomplexity ofitsmergedfleet
and route network will lead it to con-
sider aircraft from Airbus and other
manufacturers, too. Before its merger
with Northwest, Delta flew only air-
craft made by Boeing companies.

Rautaruukki Oyj

Finnish steel and metals com-
pany Rautaruukki Oyj issued a full-
year profit warning and an-
nounced a range of restructuring
measures, including plans to lay
off about 1,000 of its 15,000 em-
ployees. The company said it now
expects comparable consolidated
net sales for the current year to be
slightly higher than last year’s
Œ3.88 billion ($4.93 billion) and op-
erating profit excluding non-recur-
ring items to be at the same level
as in 2007. Rautaruukki Chief Exec-
utive Sakari Tamminen said de-
mand has been weak the last few
weeks because several customers
face financing problems and mar-
ket uncertainty. Cost-saving mea-
sures, aimed at saving Œ60 million
a year, are expected to cost about
Œ10 million, to be booked in the last
quarter of 2008.

London Scottish Bank PLC

London Scottish Bank PLC, which
specializes in unsecured consumer
lending and debt collection, said Mon-
day it has gone into administration.
The British Treasury said it would
protect all retail deposit savings held
with the bank, including those with
balances above the current £50,000
($77,000) limit set by the govern-
ment. The bank said it had called in
administrators after sustaining a
shortfall in its capital reserves and be-
ing unable to find a buyer for the busi-
ness in time to avoid administration.
Administrators are appointed to sal-
vage as much of a company as possi-
ble for the benefit of its creditors, a
process which can involve trying to
keep the business as a going concern
or breaking it up and selling it off. “A
number of parties remain interested
in acquiring the group,” London Scot-
tish Bank said in a statement. Shares
in the bank were suspended on the
London Stock Exchange. They closed
on Friday at 2.6 pence, having lost
96% of their value in the past year.

X5 Retail Group NV

X5 Retail Group NV, Russia’s
biggest grocer by sales, swung to a
net loss in its third quarter and
said it expects growth to slow in
2009. X5, which runs the Pyatero-
chka and Perekryostok chains,
posted a net loss of $14.7 million
compared with a $13.2 million net
profit a year earlier. The weaken-
ing of the ruble against the dollar
resulted in an $85 million foreign-
exchange charge as the company’s
debt had to be revalued. At the end
of September, X5’s total debt was
$2.27 billion, of which around 30%
was short-term, mainly with big
Russian and international banks.
Revenue, already announced in Oc-
tober, climbed 72% to $2.19 billion.
London-listed X5 said it now ex-
pects sales to grow only 25% next
year, down from 40% in 2008.
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KBL Key America USD US EQ LUX 11/27 USD 320.98 –46.8 –44.4 –22.4
KBL Key East Europe EU EQ LUX 11/27 EUR 1212.95 –64.3 –61.4 –33.1
KBL Key Eur Sm Cie EU EQ LUX 11/27 EUR 640.55 –53.3 –51.7 –30.8
KBL Key Europe EU EQ LUX 11/27 EUR 519.67 –41.2 –39.3 –22.3
KBL Key Far East AS EQ LUX 11/27 USD 825.72 –56.8 –55.8 –23.6
KBL Key Major Em Mkts GL EQ LUX 11/27 USD 327.99 –64.7 –62.2 –25.0
KBL Key NaturalRes EUR OT EQ LUX 11/27 EUR 353.01 –43.2 –39.2 NS
KBL Key NaturalRes USD OT EQ LUX 11/27 USD 346.08 –49.9 –47.3 NS

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 11/21 USD 29.78 –60.2 –60.0 –24.9
LG Asian Plus AS EQ CYM 11/21 USD 34.29 –59.8 –59.5 –20.3
LG Asian SmallerCo's AS EQ BMU 11/28 USD 49.21 –69.1 –69.3 –38.7
LG India EA EQ MUS 11/20 USD 26.83 –71.3 –69.8 –29.6
Siberian Investment Co EE EQ IRL 11/17 USD 20.80 –76.4 –76.4 –43.6

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 11/28 EUR 27.34 –62.6 –60.7 –33.3
MP-TURKEY.SI OT OT SVN 11/28 EUR 19.33 –62.1 –61.2 –29.1

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 11/28 EUR 2.52 –71.9 –71.3 NS
Parex Eastern Europ Bd EU BD LVA 11/27 USD 8.77 –35.8 –35.1 –17.2
Parex Russian Eq EE EQ LVA 11/28 USD 8.74 –72.5 –70.8 –36.1
Parex Ukrainian Eq EU EQ LVA 11/28 EUR 1.99 –80.6 –80.4 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 12/01 USD 103.22 –56.3 –57.3 –21.4
PF (LUX)-Asian Eq-Pca AS EQ LUX 12/01 USD 99.15 –56.7 –57.7 –22.1
PF (LUX)-Biotech-Pca OT EQ LUX 11/28 USD 261.64 –21.4 –25.5 –4.5
PF (LUX)-CHF Liq-Pca CH MM LUX 11/28 CHF 123.90 1.6 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/28 CHF 95.64 1.6 1.8 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/28 EUR 118.34 –46.8 –47.0 –24.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/28 USD 74.81 –45.3 –44.9 –16.7
PF (LUX)-East Eu-Pca EU EQ LUX 11/28 EUR 151.47 –70.5 –69.1 –38.1
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 12/01 USD 86.46 –62.6 –62.6 –26.5
PF (LUX)-Emg Mkts-Pca GL EQ LUX 12/01 USD 290.21 –60.5 –59.8 –25.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/28 EUR 80.17 –41.3 –42.1 –21.0
PF (LUX)-EUR Bds-Pca EU BD LUX 11/28 EUR 374.57 3.7 3.1 0.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/28 EUR 294.15 3.7 3.0 0.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/28 EUR 123.88 –5.5 –6.1 –3.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/28 EUR 90.31 –5.5 –6.1 –3.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/28 EUR 91.76 –35.9 –36.2 –21.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/28 EUR 59.35 –35.9 –36.2 –21.3
PF (LUX)-EUR Liq-Pca EU MM LUX 11/28 EUR 134.29 3.4 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/28 EUR 100.31 3.4 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/28 EUR 317.58 –47.9 –48.4 –26.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/28 EUR 106.35 –42.3 –43.7 –24.5
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/28 USD 172.24 –14.2 –13.8 –4.3
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/28 USD 122.80 –14.2 –13.8 –4.3
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 11/28 USD 12.32 –49.3 –49.4 –26.1
PF (LUX)-Gr China-Pca AS EQ LUX 12/01 USD 203.62 –52.4 –53.8 –13.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 12/01 USD 171.39 –67.7 –65.8 –26.4
PF (LUX)-Jap Index-Pca JP EQ LUX 12/01 JPY 7842.98 –44.8 –46.6 –27.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 12/01 JPY 7064.50 –47.3 –50.5 –33.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 12/01 JPY 6899.33 –47.6 –50.8 –33.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 12/01 JPY 3769.02 –45.3 –47.9 –31.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 12/01 USD 146.26 –54.2 –55.3 –20.4
PF (LUX)-Piclife-Pca CH BA LUX 11/28 CHF 713.49 –16.0 –16.9 –8.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/28 EUR 44.21 –42.5 –43.1 –23.9
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/28 USD 24.22 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/28 USD 68.60 –38.5 –39.5 –18.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/28 EUR 332.24 –46.2 –46.8 –25.0
PF (LUX)-US Eq-Ica US EQ LUX 11/28 USD 80.03 –37.8 –38.0 –17.4
PF (LUX)-USA Index-Pca US EQ LUX 11/28 USD 71.80 –38.1 –38.6 –18.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/28 USD 512.21 8.5 8.5 6.9

PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/28 USD 386.99 8.5 8.5 6.9
PF (LUX)-USD Liq-Pca US MM LUX 11/28 USD 130.06 2.4 2.7 3.7
PF (LUX)-USD Liq-Pdi US MM LUX 11/28 USD 87.67 2.4 2.8 3.7
PF (LUX)-Water-Pca GL EQ LUX 11/28 EUR 109.67 –29.8 –29.4 –13.4
PF (LUX)-WldGovBds-Pca GL BD LUX 11/28 USD 152.67 3.7 2.9 4.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/28 USD 129.20 3.7 2.9 4.9
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 11/27 USD 43.93 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 11/28 USD 7.60 –47.5 –46.8 –25.4
Japan Fund USD JP EQ IRL 12/01 USD 13.26 –21.3 –24.8 –14.1

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 09/30 USD 116.30 4.2 11.9 9.7
Elbrus USD A GL EQ CYM 10/31 USD 8.95 –45.3 –42.5 –5.5
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 10/31 USD 306.46 11.5 10.5 20.0
UK Fund USD A OT OT CYM 10/31 USD 167.48 5.3 0.4 3.7

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 11/26 USD 46.23 NS –63.5 –30.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 11/28 EUR 566.74 –42.4 –43.1 NS
Core Eurozone Eq B EU EQ IRL 11/28 EUR 653.12 NS NS NS
Euro Fixed Income A EU BD IRL 11/28 EUR 1136.75 –9.0 –9.5 –6.3
Euro Fixed Income B EU BD IRL 11/28 EUR 1205.64 –8.5 –9.0 –5.8
Euro Small Cap A EU EQ IRL 11/28 EUR 892.54 –49.3 –50.2 –30.8
Euro Small Cap B EU EQ IRL 11/28 EUR 949.85 –49.0 –49.9 –30.4
Eurozone Agg Eq A EU EQ IRL 11/28 EUR 499.35 –47.9 –48.3 NS
Eurozone Agg Eq B EU EQ IRL 11/28 EUR 712.99 –47.6 –48.0 –25.2
Glbl Bd (EuroHdg) A GL BD IRL 11/28 EUR 1176.66 –9.0 –9.1 –4.6
Glbl Bd (EuroHdg) B GL BD IRL 11/28 EUR 1240.78 –8.4 –8.5 –4.0
Glbl Bd A EU BD IRL 11/28 EUR 1015.60 0.7 0.6 –2.5
Glbl Bd B EU BD IRL 11/28 EUR 1074.20 1.3 1.2 –1.9
Glbl Real Estate A OT EQ IRL 11/28 USD 613.11 –51.8 –54.4 –32.7
Glbl Real Estate B OT EQ IRL 11/28 USD 627.96 –51.5 –54.1 –32.3
Glbl Real Estate EH-A OT EQ IRL 11/28 EUR 589.46 –49.8 –52.3 –32.8
Glbl Real Estate SH-B OT EQ IRL 11/28 GBP 55.66 –49.3 –51.7 –31.7
Glbl Strategic Yield A EU BD IRL 11/28 EUR 1095.05 –26.7 –26.7 –13.6
Glbl Strategic Yield B EU BD IRL 11/28 EUR 1164.19 –26.3 –26.2 –13.0
Japan Equity A JP EQ IRL 11/28 JPY 10007.00 –46.2 –48.2 –29.5
Japan Equity B JP EQ IRL 11/28 JPY 10596.00 –45.9 –47.9 –29.1
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/28 USD 1196.99 –54.8 –55.1 –22.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/28 USD 1268.89 –54.5 –54.8 –21.9
Pan European Eq A EU EQ IRL 11/28 EUR 743.46 –45.3 –46.1 –24.8
Pan European Eq B EU EQ IRL 11/28 EUR 787.37 –45.1 –45.8 –24.4
US Equity A US EQ IRL 11/28 USD 658.80 –43.2 –43.5 –20.6
US Equity B US EQ IRL 11/28 USD 700.79 –42.9 –43.1 –20.1
US Small Cap A US EQ IRL 11/28 USD 962.55 –44.0 –44.4 –23.3
US Small Cap B US EQ IRL 11/28 USD 1024.51 –43.7 –44.1 –22.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 12/01 SEK 61.53 –47.2 –47.5 –26.5
Choice Japan Fd JP EQ LUX 12/01 JPY 43.11 –45.5 –47.0 –30.2
Choice Jpn Chance/Risk JP EQ LUX 12/01 JPY 42.97 –52.0 –53.7 –31.8
Choice NthAmChance/Risk US EQ LUX 12/01 USD 2.71 –48.2 –48.0 –24.8
Europe 2 Fd EU EQ LUX 12/01 EUR 0.71 –51.2 –51.6 –28.6
Europe 3 Fd EU EQ LUX 12/01 GBP 2.64 –44.0 –42.8 –19.8
Global Chance/Risk Fd GL EQ LUX 12/01 EUR 0.50 –36.1 –36.6 –20.2
Global Fd GL EQ LUX 12/01 USD 1.59 –46.3 –47.0 –22.8
Intl Mixed Fd -C- NO BA LUX 12/01 USD 21.25 –36.2 –37.1 –16.0
Intl Mixed Fd -D- NO BA LUX 12/01 USD 14.99 –36.2 –37.1 –14.9
Wireless Fd OT EQ LUX 12/01 EUR 0.10 –48.2 –48.1 –22.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 12/01 USD 4.20 –53.8 –54.4 –22.0
Currency Alpha EUR -IC- OT OT LUX 12/01 EUR 10.92 6.8 7.0 NS
Currency Alpha EUR -RC- OT OT LUX 12/01 EUR 10.87 6.4 6.6 NS
Currency Alpha SEK -ID- OT OT LUX 12/01 SEK 105.78 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 12/01 SEK 113.76 NS NS NS
Generation Fd 80 OT OT LUX 12/01 SEK 6.33 –33.0 –33.5 NS
Nordic Focus EUR NO EQ LUX 12/01 EUR 50.97 –48.5 NS NS
Nordic Focus NOK NO EQ LUX 12/01 NOK 56.54 NS NS NS
Nordic Focus SEK NO EQ LUX 12/01 SEK 56.83 –42.9 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 11/21 USD 0.67 –58.5 –56.7 –24.2
Choice North America Eq. Fd US EQ LUX 12/01 USD 1.33 –45.0 –44.6 –23.6
Ethical Global Fd GL EQ LUX 12/01 USD 0.58 –47.7 –48.7 –24.5
Ethical Sweden Fd NO EQ LUX 12/01 SEK 26.74 –40.0 –41.4 –20.0
Europe Fd EU EQ LUX 12/01 USD 1.49 –58.1 –58.6 –24.3
Global Equity Fd GL EQ LUX 11/21 USD 0.91 –51.7 –50.5 –25.6
Index Linked Bd Fd SEK OT BD LUX 12/01 SEK 12.97 3.8 3.4 2.4
Medical Fd OT EQ LUX 12/01 USD 2.66 –30.9 –32.3 –13.5
Short Medium Bd Fd SEK NO MM LUX 12/01 SEK 9.12 2.7 3.0 2.9
Technology Fd OT EQ LUX 12/01 USD 1.49 –47.8 –47.5 –22.4
World Fd GL EQ LUX 11/28 USD 1.56 –41.6 –42.9 –15.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 12/01 EUR 1.27 1.8 2.1 2.2
Short Bond Fd SEK NO MM LUX 12/01 SEK 21.46 2.3 2.6 2.7
Short Bond Fd USD US MM LUX 12/01 USD 2.50 1.7 2.0 3.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 12/01 SEK 10.15 –0.7 –0.8 0.0
Alpha Bond Fd SEK -B- NO BD LUX 12/01 SEK 9.11 –0.7 –0.8 0.0
Alpha Bond Fd SEK -C- NO BD LUX 12/01 SEK 25.42 –0.8 –0.9 –0.1
Alpha Bond Fd SEK -D- NO BD LUX 12/01 SEK 8.47 –0.8 –0.9 –0.1
Alpha Short Bd SEK -A- NO MM LUX 12/01 SEK 10.77 2.5 2.8 2.9
Alpha Short Bd SEK -B- NO MM LUX 12/01 SEK 10.10 2.5 2.8 2.9
Alpha Short Bd SEK -C- NO MM LUX 12/01 SEK 21.07 2.4 2.7 2.7
Alpha Short Bd SEK -D- NO MM LUX 12/01 SEK 8.76 2.4 2.7 2.7
Bond Fd EUR -C- EU BD LUX 11/21 EUR 1.26 4.0 2.9 1.5
Bond Fd EUR -D- EU BD LUX 11/21 EUR 0.51 4.0 2.9 1.5
Bond Fd SEK -C- NO BD LUX 12/01 SEK 40.64 7.6 7.6 4.2
Bond Fd SEK -D- NO BD LUX 12/01 SEK 12.19 6.3 6.3 3.6
Corp. Bond Fd EUR -C- EU BD LUX 12/01 EUR 1.08 –7.7 –8.4 –4.8
Corp. Bond Fd EUR -D- EU BD LUX 12/01 EUR 0.85 –8.1 –8.8 –5.1
Corp. Bond Fd SEK -C- NO BD LUX 12/01 SEK 10.54 –12.6 –13.3 –7.1
Corp. Bond Fd SEK -D- NO BD LUX 12/01 SEK 8.28 –12.5 –13.1 –7.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 12/01 EUR 101.07 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 12/01 EUR 100.83 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 12/01 SEK 114.39 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 12/01 SEK 1055.47 NS NS NS
Flexible Bond Fd -C- NO BD LUX 12/01 SEK 20.62 4.5 4.7 3.5
Flexible Bond Fd -D- NO BD LUX 12/01 SEK 11.67 4.5 4.7 3.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 12/01 SEK 78.86 –25.7 –26.1 –13.2
Global Hedge I SEK -D- OT OT LUX 12/01 SEK 72.07 –27.9 –28.2 –14.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 12/01 USD 1.41 –57.7 –58.0 –20.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 12/01 SEK 16.52 –50.5 –51.4 –24.5
Europe Chance/Risk Fd EU EQ LUX 12/01 EUR 773.34 –54.5 –54.6 –31.1

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/28 USD 13.48 –59.3 –61.2 –13.7
Eq. Pacific A AS EQ LUX 11/28 USD 6.02 –56.6 –57.6 –18.7

n SGAM Fund
Bonds CHF A CH BD LUX 11/28 CHF 27.90 6.9 5.5 1.6
Bonds ConvEurope A EU BD LUX 11/28 EUR 28.60 –1.6 –1.1 2.7
Bonds Eur Corp A EU BD LUX 11/28 EUR 20.35 –7.3 –7.8 –4.6
Bonds Eur Hi Yld A EU BD LUX 11/27 EUR 13.51 –36.3 –36.1 –21.0
Bonds EURO A EU BD LUX 11/28 EUR 39.02 5.6 4.8 2.3
Bonds Europe A EU BD LUX 11/27 EUR 37.62 5.2 3.9 2.0
Bonds US MtgBkSec A US BD LUX 11/28 USD 24.44 –3.1 –4.1 0.4
Bonds US OppsCoreplus A US BD LUX 11/28 USD 30.40 –3.4 –3.4 1.1
Bonds World A GL BD LUX 11/27 USD 37.50 0.9 –1.3 5.0
Eq. ConcentratedEuropeA EU EQ LUX 11/28 EUR 21.14 –47.6 –46.8 –26.7
Eq. Eastern Europe A EU EQ LUX 11/28 EUR 15.14 –65.6 –64.1 –35.0
Eq. Equities Global Energy OT EQ LUX 11/28 USD 14.84 –41.1 –37.4 –11.9
Eq. Euroland A EU EQ LUX 11/28 EUR 9.11 –47.3 –47.1 –25.1
Eq. Euroland MidCapA EU EQ LUX 11/28 EUR 14.64 –49.5 –49.8 –29.5
Eq. EurolandCyclclsA EU EQ LUX 11/28 EUR 13.53 –46.6 –45.9 –19.9
Eq. EurolandFinancialA OT EQ LUX 11/28 EUR 8.61 –53.8 –53.6 –34.2
Eq. Glbl Emg Cty A GL EQ LUX 11/28 USD 5.51 –59.2 –58.7 –24.2
Eq. Global A GL EQ LUX 11/28 USD 20.29 –47.0 –47.3 –25.0
Eq. Global Technol A OT EQ LUX 11/28 USD 3.60 –49.2 –49.8 –28.9
Eq. Gold Mines A OT EQ LUX 11/28 USD 17.03 –43.2 –43.1 –21.2
Eq. Japan A JP EQ LUX 11/28 JPY 643.62 –51.4 –53.0 –33.5
Eq. Japan Sm Cap A JP EQ LUX 11/28 JPY 896.81 –47.4 –50.2 –39.3
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 11/28 GBP 9.39 –44.9 –44.2 –25.7
Eq. US ConcenCore A US EQ LUX 11/26 USD 15.73 –41.4 –39.5 –20.5
Eq. US Lg Cap Gr A US EQ LUX 11/28 USD 10.85 –46.1 –46.4 –22.6
Eq. US Mid Cap A US EQ LUX 11/28 USD 19.34 –50.6 –50.4 –21.6
Eq. US Multi Strg A US EQ LUX 11/28 USD 15.66 –45.6 –45.8 –24.7
Eq. US Rel Val A US EQ LUX 11/28 USD 15.07 –47.4 –47.6 –28.7
Eq. US Sm Cap Val A US EQ LUX 11/28 USD 12.54 –49.8 –49.7 –31.1
Eq. US Value Opp A US EQ LUX 11/28 USD 13.11 –48.6 –48.9 –30.2
Money Market EURO A EU MM LUX 11/27 EUR 27.04 4.0 4.4 4.1
Money Market USD A US MM LUX 11/27 USD 15.71 2.6 3.1 4.0

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 11/15 USD 7.94 –46.3 –42.1 –6.3
UAE Blue Chip Fund Acc AS EQ ARE 11/20 AED 5.46 –53.2 –50.1 –16.7

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 12/01 EEK 108.16 –59.7 –60.8 –35.8
New Europe Small Cap EUR EE EQ EST 12/01 EEK 51.41 –63.1 –63.7 –37.9
Second Wave EUR EE EQ EST 12/01 EEK 92.23 –66.4 –65.3 –33.2

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 12/01 JPY 8339.00 –50.3 –52.6 –34.0
YMR-N Japan Fund JP EQ IRL 12/01 JPY 9141.00 –47.5 –50.0 –29.8
YMR-N Low Price Fund JP EQ IRL 12/01 JPY 12222.00 –46.4 –49.6 –31.2
YMR-N Small Cap Fund JP EQ IRL 12/01 JPY 6052.00 –51.2 –54.3 –36.6
Yuki Mizuho Gen Jpn III JP EQ IRL 12/01 JPY 4176.00 –55.0 –56.3 –34.4
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 12/01 JPY 4468.00 –54.0 –56.4 –37.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 12/01 JPY 5945.00 –52.5 –53.9 –35.3
Yuki Mizuho Jpn Gen JP EQ IRL 12/01 JPY 7757.00 –49.5 –52.1 –31.8
Yuki Mizuho Jpn Gro JP EQ IRL 12/01 JPY 5994.00 –51.4 –53.7 –34.5
Yuki Mizuho Jpn Inc JP EQ IRL 12/01 JPY 7665.00 –41.5 –44.0 –26.5
Yuki Mizuho Jpn Lg Cap AS EQ IRL 12/01 JPY 4851.00 –48.6 –50.5 –30.3
Yuki Mizuho Jpn LowP JP EQ IRL 12/01 JPY 10596.00 –41.5 –45.5 –26.4
Yuki Mizuho Jpn PGth JP EQ IRL 12/01 JPY 7403.00 –54.9 –56.5 –34.5
Yuki Mizuho Jpn SmCp JP EQ IRL 12/01 JPY 5878.00 –53.6 –56.8 –35.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 12/01 JPY 4943.00 –47.4 –49.3 –31.3
Yuki Mizuho Jpn YoungCo AS EQ IRL 12/01 JPY 2378.00 –58.4 –61.3 –48.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 12/01 JPY 4110.00 –53.5 –54.6 –34.7
Yuki 77 General JP EQ IRL 12/01 JPY 5682.00 –50.6 –52.7 –32.6
Yuki 77 Growth JP EQ IRL 12/01 JPY 5726.00 –53.3 –55.9 –36.4
Yuki 77 Income AS EQ IRL 12/01 JPY 4973.00 –40.7 –41.9 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/01 JPY 6099.00 –47.6 –49.5 –32.2
Yuki Chugoku Jpn Gro JP EQ IRL 12/01 JPY 4972.00 –50.7 –52.5 –30.8
Yuki Chugoku JpnLowP JP EQ IRL 12/01 JPY 7762.00 –40.4 –44.4 –24.0
Yuki Chugoku JpnPurGth JP EQ IRL 12/01 JPY 4525.00 –48.3 –51.2 –32.0

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 12/01 JPY 6478.00 –49.6 –51.6 –33.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/01 JPY 4411.00 –50.0 –51.7 –31.7
Yuki Hokuyo Jpn Inc JP EQ IRL 12/01 JPY 5153.00 –38.9 –41.1 –26.0
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/01 JPY 4444.00 –48.5 –52.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 12/01 JPY 4372.00 –54.9 –57.0 –36.1
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 12/01 JPY 4273.00 –52.1 –54.3 –34.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 12/01 JPY 4932.00 –48.5 –52.8 –32.4
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 10/31 USD 16.71 –94.5 –94.0 –64.5
788 China Smaller Cap OT OT CYM 10/31 USD 14.10 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 10/31 USD 69.47 –51.6 –42.7 –23.1
788 Japan Fund Ltd OT OT CYM 10/31 USD 13.40 –89.2 –88.5 –65.6

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 1370.66 –15.9 –17.2 –4.1
CMA MultHdge Arbtrge OT OT CYM 10/31 USD 1743.96 –9.7 –10.2 –0.6
CMA MultHdge Balncd OT OT CYM 10/31 USD 1254.93 –10.4 –10.9 –1.2
CMA MultHdge Growth OT OT CYM 10/31 USD 1717.54 –13.0 –12.9 –2.8
CMA MultiHdge Lvrgd OT OT CYM 10/31 USD 992.78 –30.5 –34.4 –12.2

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 09/30 EUR 1154.20 –15.8 –14.3 –2.5

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 10/31 USD 2061.43 –11.7 –16.2 –1.7

Harmony Cap Ltd B EUR OT OT BMU 10/31 EUR 2003.67 –10.7 –15.2 –2.0
Harmony Cap Ltd D USD OT OT BMU 10/31 USD 1181.92 –12.1 –16.6 –2.2
Harmony Cap Ltd E EUR OT OT BMU 10/31 USD 1153.94 –10.9 –15.4 –2.4
Harmony Cap Ltd F GBP OT OT BMU 10/31 GBP 1006.84 –10.4 –14.8 –1.1

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 11/14 USD 466.99 –73.8 –73.7 –44.6

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 10/31 EUR 210.47 13.6 8.8 42.6
Horseman EmMkt Opp USD GL EQ USA 10/31 USD 214.41 11.9 6.9 43.5
Horseman EurSelLtd EUR EU EQ GBR 10/31 EUR 204.26 13.7 13.2 21.0
Horseman EurSelLtd USD EU EQ GBR 10/31 USD 212.14 12.9 12.4 21.6
Horseman Glbl Ltd EUR GL EQ CYM 10/31 USD 463.97 23.7 17.6 33.9
Horseman Glbl Ltd USD GL EQ CYM 10/31 USD 463.97 23.7 17.6 33.9

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 10/31 EUR 81.54 –27.2 –28.5 NS
Special Opp Inst EUR OT OT CYM 10/31 EUR 76.60 –26.8 –28.0 NS
Special Opp Inst USD OT OT CYM 10/31 USD 86.95 –23.9 –25.0 NS
Special Opp USD OT OT CYM 10/31 USD 85.84 –24.4 –25.5 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 10/31 EUR 121.88 –13.9 –13.8 1.1
GH Fund CHF Hdg OT OT JEY 10/31 CHF 102.69 –16.3 –16.7 –3.1
GH Fund EUR Hdg OT OT JEY 10/31 EUR 110.72 –16.1 –16.2 –1.9
GH Fund EUR Hdg (Non-V II) OT OT JEY 10/31 EUR 98.32 –16.0 –16.1 –1.9
GH Fund EUR Hdg (Non-V) OT OT JEY 10/31 EUR 110.72 –16.1 –16.2 –1.9
GH Fund GBP Hdg OT OT JEY 10/31 GBP 121.05 –15.4 –15.1 –0.4
GH Fund Inst EUR OT OT JEY 10/31 EUR 85.10 NS NS NS
GH Fund Inst JPY OT OT JEY 10/31 JPY 8606.81 –15.2 –15.8 NS
GH Fund Inst USD OT OT JEY 10/31 USD 100.84 –14.1 –13.9 0.7
GH FUND S EUR OT OT CYM 10/31 EUR 115.41 –15.6 –15.5 –1.0
GH FUND S GBP OT OT CYM 10/31 GBP 120.73 –14.3 –13.8 0.8
GH Fund S USD OT OT CYM 10/31 USD 134.78 –13.7 –13.4 1.2
GH Fund USD OT OT GGY 10/31 USD 249.44 –14.7 –14.5 0.0
Hedge Investments OT OT JEY 09/30 USD 131.95 –10.1 –6.8 3.4
Leverage GH USD OT OT GGY 10/31 USD 103.88 –31.9 –32.4 –7.4
MultiAdv Arb CHF Hdg OT OT JEY 10/31 CHF 88.58 –22.4 –23.6 –9.5
MultiAdv Arb EUR Hdg OT OT JEY 10/31 EUR 94.11 –22.6 –23.6 –8.8
MultiAdv Arb GBP Hdg OT OT JEY 10/31 GBP 102.75 –21.9 –22.7 –7.7
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 10/31 EUR 99.52 –21.9 –22.6 –7.6
MultiAdv Arb S GBP OT OT CYM 10/31 GBP 105.55 –20.6 –21.2 –6.0

MultiAdv Arb S USD OT OT CYM 10/31 USD 113.61 –19.7 –20.3 –5.4
MultiAdv Arb USD OT OT GGY 10/31 USD 177.33 –20.6 –21.4 –6.6

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 10/31 USD 143.14 6.4 8.3 15.6
Trading AdvantEdge EUR OT OT GGY 10/31 EUR 129.99 6.5 8.0 14.4
Trading AdvantEdge GBP OT OT GGY 10/31 GBP 136.17 8.2 10.3 16.4
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 09/30 USD 485.64 –26.7 –23.4 –1.4
KBL SPOP Long/Short Eq OT OT LUX 09/30 EUR 480.58 –26.1 –22.9 –2.0

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 11/21 USD 188.25 –77.4 –76.8 –51.3
Antanta MidCap Fund EE EQ AND 11/21 USD 289.87 –84.0 –83.4 –51.3

Meriden Opps Fund GL OT AND 11/19 EUR 91.06 –18.8 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 11/25 USD 79.69 66.7 66.3 36.9
Superfund GCT USD* GL EQ LUX 11/25 USD 3592.00 48.1 49.4 24.4
Superfund Gold A (SPC) GL OT CYM 11/25 USD 1082.65 23.2 32.0 NS
Superfund Gold B (SPC) GL OT CYM 11/25 USD 1250.53 33.6 43.7 NS
Superfund Q-AG* OT OT AUT 11/25 EUR 8630.00 33.4 33.9 19.5

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 10/31 USD 182.17 10.5 14.3 13.5

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 10/31 EUR 1240.25 –0.9 1.9 9.0
Winton Evolution GBP GL OT VGB 10/31 GBP 1221.29 0.1 3.2 10.3
Winton Evolution JPY GL OT VGB 10/31 JPY 110273.37 –4.0 –1.9 5.4
Winton Evolution USD GL OT CYM 10/31 USD 1213.35 –1.1 1.8 9.6
Winton Futures EUR GL OT VGB 10/31 EUR 192.40 13.4 16.3 17.8
Winton Futures GBP GL OT VGB 10/31 GBP 206.48 14.5 17.8 19.4
Winton Futures JPY Lead Series 2 GL OT VGB 10/31 JPY 13810.16 9.7 11.8 14.4
Winton Futures USD GL OT VGB 10/31 USD 684.27 12.9 15.9 18.5

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 11/21 EUR 113.57 –19.8 –10.6 –7.5
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 11/21 USD 238.41 –20.5 –11.4 –6.4

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR
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FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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NAV — %RETURN —
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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 10/31 USD 1346.49 NS –5.6 –12.9 –15.1 –2.1

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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MUMBAI—In the wake of the
Mumbai terrorist attacks and with
just a few months to go before na-
tional elections, India’s chief opposi-
tion party has wasted no time in put-
ting blame for the atrocities
squarely on the government.

In times of national mourning,
political parties often make a show

of unity in an effort to persuade vot-
ers that some things are above polit-
icization. But not so the Bharatiya
Janata Party.

A blood-red, front-page adver-
tisement in one of India’s biggest
daily newspapers, the Hindustan
Times, on Friday read, “Brutal Ter-
ror Strikes at Will. Weak Govern-
ment Unwilling and Incapable.
Fight Terror. Vote BJP.”

While the attacks, which killed
at least 172 people, were continu-
ing, Narendra Modi, a high-profile
BJP politician and the party’s chief
spokesman on antiterror issues, ar-
rived in Mumbai for a tour. He came
to the city, capital of the state of Ma-
harashtra, although he is the chief
minister of neighboring Gujarat, as
the first national political figure to
tour the scene of the attacks, and
demanded access to one of the ho-
tels while it was still under seige.
After being refused, he criticized
the national government for failing
to prevent such attacks. Mr. Modi
couldn’t be reached to comment.

On Sunday, party leader L.K. Ad-
vani, the BJP’s candidate for prime
minister at the next national elec-
tions, skipped an emergency all-
party meeting called by Prime Minis-
ter Manmohan Singh. It was a time
to take action, not to talk, Mr. Ad-
vani said. He was on a previously
scheduled campaign trip to the
state of Rajasthan, according to the
Press Trust of India. A BJP spokes-
man said Mr. Advani was unavail-
able to comment.

Given that the Indian government
is being widely blamed for a lack of
preparedness before the attacks—
Home Minister Shivraj Patil resigned
on Sunday—the BJP’s outspoken re-
sponse might play well with many
voters. The nation must go to the
polls before May, when the current
government’s term ends. And the BJP
is viewed as tougher on national secu-
rity than Mr. Singh’s Congress Party.

A higher-than-expected turnout
at elections for the state of Delhi on
Saturday indicated that national se-
curity is driving voters to the polls.
Most, analysts said, probably are
casting a ballot for the opposition.

Ravi Shankar Prasad, a BJP mem-
ber of parliament and the party’s na-
tional spokesman, said the BJP
wants to send the message that In-
dia has to be tough with terrorists
and those who harbor them and that
the BJP is the party to do that. It is
advocating a tougher antiterror le-
gal framework and completely rear-
ranging the security apparatus.

But some political analysts con-

tend that the BJP’s blatant antigov-
ernment stance is more likely to fos-
ter a backlash than to appeal to vot-
ers at a time when politicians of all
stripes are being held in low esteem—
especially in Mumbai, where pro-
tests and demonstrations have
erupted since the attacks ended Sat-
urday in a general display of disgust
with the establishment.

“The government is still on the
back foot,” said Mahesh Rangarajan,
a political analyst and professor of
history at Delhi University. “But if the
BJP gets too shrill, it can backfire.”

For some, it already has. “They are

trying to politicize this, and it’s totally
wrong,” said Preeti McConkey, the
owner a fabric-design company who
was separated from her husband and
13-month-old daughter for three days
as the attacks in her neighborhood
barred her from returning home.

Mr. Modi’s visit also received a
tepid response. In a televised public
address as the fighting carried on,
he made an offer of 10 million Indian
rupees ($201,700) on behalf of his
state to each of the families of killed
Mumbai cops. But when Mr. Modi
later visited the widow of Hemant
Karkare, the head of the Maharash-

tra state antiterrorism team who
was killed during the attacks, Mrs.
Karkare refused to take any money,
according to local media reports.
Mr. Modi said he never offered the
family cash directly when he visited
their home but came only to pay his
respects, according to the reports.

Mr. Rangarajan said the BJP isn’t
too worried about being tarnished
by the public’s anger. “The kind of
disgust the people of India are show-
ing against the negligent way the
UPA government has handled inter-
nal security will rub upon politi-
cians as a class,” he said, referring
to the United Progressive Alliance,
the Congress Party-led coalition.
“That is not very unnatural.”

For the 81-year-old Mr. Advani,
next year’s national elections could
be his last chance to become the
country’s prime minister. When his
predecessor at the BJP’s helm,
former Indian Prime Minister Atul
Bihari Vajpayee, retired from poli-
tics in 2005, Mr. Vajpayee was 80.

Mr. Advani shot to national prom-
inence in 1992 when he led a Hindu
fundamentalist campaign to de-
stroy the Babri Masjid mosque in Ut-
tar Pradesh state. The terrorists in
last week’s attacks referenced the
mosque to justify their actions, ac-
cording to one witness account. BJP
members give him credit for bring-
ing the Hindu nationalist party to na-
tional prominence.
 —Vibhuti Agarwal in New Delhi

and Peter Wonacott in Mumbai
contributed to this article.

BJP gambles on a show of disunity
India’s opposition party tries to tap general disgust with the response to attacks, but risks sounding too shrill

Investigators trace last voyage of boat used by terrorists

For BJP leader L.K. Advani, 81, pictured above addressing a rally in Varanasi in
October, next year’s elections might offer his last chance to become prime minister.

By Krishna Pokharel

Earely on the morning of Nov. 14,
the Kuber, a 45-foot (13.5-meter)
fishing boat, left its home port on In-
dia’s west coast and headed for the
abundant waters near the Sir Creek,
a river that runs into the sea at the
fuzzy aquatic border between India
and Pakistan.

It is a journey that ships from the
port city of Porbandar, in Gujarat
state, have made for centuries and
that the Kuber has made regularly
since it was commissioned in 1997.
But for lead crewman Amar
Narayan Singh, a 45-year-old father
of three, and his four crew mem-
bers, it was a voyage from which
they never returned. About one
week in, the boat was hijacked by
terrorists who used it as a link in
their passage to Mumbai.

Last Wednesday, 20 nautical
miles from India’s biggest city,
those terrorists embarked in din-
ghies from the Kuber to wreak three
days of havoc that ended Saturday
with at least 172 dead.

There remain many questions
about how the terrorists made their
way to Mumbai. Investigators are
pursuing leads that they left in an-
other boat from the Pakistan port of
Karachi, along the coast west of the
mouth of Sir Creek, then hijacked
the Kuber to avoid detection in In-
dian territorial waters.

The one apprehended terrorist
(the nine others were killed) has
told police that he was a member of
an outlawed Pakistani group, Lash-
kar-e-Taiba. It has links to the dis-
puted region of Kashmir between In-

dia and Pakistan, but also uses Kara-
chi as a center of activity. A senior
Pakistani official has said Indian
Prime Minister Manmohan Singh
told Pakistan Prime Minister Yousuf
Raza Gilani that the attackers may
have come from Karachi.

Karachi, with a population of
more then 14 million, has a vast
coastline, two major ports and a fish-
ing harbor, from which hundreds of
cargo ships and fishing trawlers op-
erate. Police officials said they don’t
have any information that the ter-
rorists involved in Mumbai attacks
took off from the city. No one from
Pakistan’s defense ministry was
available for comment.

Indian authorities continue to pur-
sue the terrorists’ initial tracks and
to guard against other potential at-
tacks from the sea. A spokesman for
India’s Ministry of Defense said sur-
veillance and air reconnaissance has
been stepped up since the attacks.
“We are looking if there are any sus-
picious objects in the sea,” said a

spokesman for India’s Coast Guard.
Details of the Kuber’s fateful voy-

age are emerging. The Kuber left
Porbandar early Nov. 14 with the
five men aboard, according to Jee-
van Bhai Jungi, the 52-year-old
leader of the fishermen’s commu-
nity in Porbandar. The wooden boat
with an Indian-made Ashok Leyland
engine was built by a local carpen-
ter and purchased by local business-
man Hiralal Masani in 1997, Mr.
Masani said in an interview. It has a
cabin with room for five or six.

Mr. Singh had been a fisherman
for about 16 years. The sole bread-
winner in his family, he earned less
than $200 a month. He often slept
on the boat, but his home was on Diu
island off the south coast of Gujarat
state. “He was an optimist and
worked hard for his children’s educa-
tion,” said Hira Makwana, Mr.
Singh’s brother-in-law.

He had only worked for Mr.
Masani, the boat’s owner, for about
three months. But Mr. Masani, who
is disabled, trusted him enough to
let him run his fishing boat. “He was
very honest,” Mr. Masani said.

As it regularly did, the Kuber
headed for the mouth of the Sir
Creek in the Jakhau area of the Ara-
bian Sea for 10 to 12 days of fishing
for pomfret, Indian salmon and eel.
The area is popular with both Paki-
stani and Indian fishermen, and is
heavily patrolled by maritime au-
thorities from both sides to enforce
the territorial boundaries of the two
rivals. Ships that slip too far over
the line are regularly apprehended
and their crews detained.

Harekrishna Debnath, chairman

of the National Fishworkers Forum
in Kolkata, India, which represents
fishermen, says Pakistan’s Mari-
time Security Agency just last week
seized an Indian boat with 16 fisher-
men; both the fishermen and boat
have yet to be released, he said.

A spokesman for Pakistan’s de-
fense ministry, which overseas the
maritime agency, couldn’t be reached
for comment,

Hussain Jarwar, program man-
ager of the Pakistan Fisherfolk Fo-
rum, a fishermen’s organization in
Karachi, says authorities from both
sides regularly seize boats, im-
prison the crew and then negotiate
over releases.

A spokesman for the Indian
Coast Guard declined comment. But
an Indian coast-guard officer in Por-
bandar said Pakistani fishing boats
are apprehended very rarely and
most of them are let go after a sim-
ple warning if it has been a minor
transgression of the international
maritime boundary.

“Relations between the two
countries are not as bad in the sea as
you think they might be,” he said.

The commonplace interception of
boats raises questions about how the
terrorists managed to avoid detec-
tion before they hijacked the Kuber.

For the first eight days of the voy-
age, Mr. Narayan, the lead crew
member, checked in regularly with
Mr. Masani, the owner. Then, start-
ing around Nov. 21, he failed to re-
port in. Mr. Masani says he didn’t re-
port that to authorities because
sometimes a day or two would pass
without contact.

Around the same time, Mr. Jungi

says, local fishermen starting talk-
ing about how they had seen three
bodies floating in the sea in the Ja-
khau area near the Pakistani border.
Investigators believe the terrorists,
having hijacked the Porbandar, im-
mediately killed most of the crew
and threw them overboard.

The boat’s movements for the
next five days are unknown. But the
hijackers appear to have kept Mr.
Narayan alive until the evening of
Nov. 26, shortly before they launched
their attacks, possibly to help them
navigate. Around that time, a local
Mumbai fisherman witnessed the
killing of a sailor on board a fishing
vessel that he was near. The killers
threw the body below deck, he says.

On the afternoon of Nov. 27, as
Mumbai lay besieged by 10 terror-
ists holed up in three hotels and a
Jewish center, an Indian Coast
Guard helicopter spotted the Kuber
at sea, according to Commandant
AKS Panwar, spokesman for the In-
dian Coast Guard’s western region
headquarters in Mumbai. He said
the boat had a dead body in it and
was from Porbandar. The boat was
handed over to the police.

Mr. Singh’s family was sum-
moned to Mumbai to see the body,
according to Mr. Makwana, Mr.
Singh’s brother-in-law. The head of
the village council on Diu island,
who saw Mr. Singh’s body before it
was cremated, said his throat had
been slashed. Photographs of his
body in Indian newspapers showed
him bound and gagged on the floor
of the boat, blood covering his neck.
 —Zahid Hussain in Islamabad

contributed to this article.
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Short Mat Dollar B US BD LUX 11/28 USD 6.74 –21.6 –21.8 –11.2
Short Mat Dollar B2 US BD LUX 11/28 USD 8.71 –21.6 –21.8 –11.2
Short Mat Dollar I US BD LUX 11/28 USD 6.74 –20.8 –20.9 –10.3

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 11/28 GBP 6.43 –32.1 –31.9 –14.5
Andfs. Borsa Global GL EQ AND 11/28 EUR 5.81 –39.3 –38.8 –19.4
Andfs. Emergents GL EQ AND 11/28 USD 9.42 –55.7 –55.8 –21.6
Andfs. Espanya EU EQ AND 11/28 EUR 10.48 –40.6 –42.6 –19.6
Andfs. Estats Units US EQ AND 11/28 USD 12.07 –40.5 –38.6 –19.3
Andfs. Europa EU EQ AND 11/28 EUR 6.51 –41.3 –41.5 –20.5
Andfs. Franca EU EQ AND 11/28 EUR 8.42 –40.1 –40.6 –21.1
Andfs. Japo JP EQ AND 11/28 JPY 421.03 –45.5 –46.7 –27.6
Andfs. Plus Dollars US BA AND 11/28 USD 8.37 –21.8 –21.5 –10.3
Andfs. RF Dolars US BD AND 11/28 USD 10.05 –11.3 –10.9 –5.0
Andfs. RF Euros EU BD AND 11/28 EUR 9.00 –18.5 –18.7 –10.8
Andorfons EU BD AND 11/28 EUR 12.04 –21.3 –21.2 –12.9
Andorfons Alternative Premium OT OT AND 10/31 EUR 97.79 –15.8 –16.5 –4.5
Andorfons Mix 30 EU BA AND 11/28 EUR 8.22 –29.2 –29.0 –15.5

Andorfons Mix 60 EU BA AND 11/28 EUR 8.23 –37.6 –36.5 –19.2

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 11/21 USD 113505.29 –56.5 –56.0 –26.0

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 11/28 EUR 10.06 –1.1 –1.1 0.7
DJE-Absolut P GL EQ LUX 11/28 EUR 175.07 –30.6 –28.5 –10.6
DJE-Alpha Glbl P EU BA LUX 11/28 EUR 151.18 –26.1 –23.9 –8.1
DJE-Div& Substanz P GL EQ LUX 11/28 EUR 171.07 –28.2 –28.0 –9.6
DJE-Gold&Resourc P OT EQ LUX 11/28 EUR 121.92 –34.9 –34.1 –13.7
DJE-Renten Glbl P EU BD LUX 11/28 EUR 118.35 –3.0 –3.4 –0.3
LuxPro-Dragon I AS EQ LUX 11/28 EUR 95.04 –47.5 –48.3 –8.6
LuxPro-Dragon P AS EQ LUX 11/28 EUR 92.93 –48.6 –49.5 –9.6
LuxTopic-Aktien Europa EU EQ LUX 11/28 EUR 13.91 –27.9 –27.2 –7.9
LuxTopic-Pacific AS EQ LUX 11/28 EUR 8.49 –60.5 –60.3 –28.5

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 11/28 EUR 42.14 –61.6 –60.5 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 11/28 USD 41.16 –66.7 –65.9 NS
(Lux) Russian EUR EE EQ LUX 12/01 EUR 33.52 –70.5 –69.2 NS

(Lux) Russian USD EE EQ LUX 11/28 USD 34.10 –73.4 –72.3 NS
Balkan Fund EE EQ SWE 12/01 SEK 11.34 –66.0 –64.0 –28.5
Baltic Fund EE EQ SWE 12/01 SEK 36.54 –50.4 –49.3 –27.0
Eastern European Fund EU EQ SWE 12/01 SEK 20.59 –62.4 –60.9 –29.1
Russian Fund EE EQ SWE 12/01 SEK 585.46 –66.5 –64.9 –32.7
Turkish Fund EE EQ SWE 12/01 SEK 4.37 –61.9 –59.8 –22.5

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 11/20 CHF 60.74 –59.8 –59.1 –24.8
HF-World Bds Abs Ret OT OT CHE 11/20 USD 72.96 –20.1 –18.1 –8.6

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 10/31 USD 33.51 –47.9 –43.6 –4.6

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 11/18 SAR 4.97 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 11/28 USD 228.77 –26.6 –26.2 –11.7
Sel Emerg Mkt Equity GL EQ GGY 11/28 USD 123.07 –54.5 –54.4 –21.5
Sel Euro Equity EUR US EQ GGY 11/26 EUR 75.67 –48.2 –47.0 –27.1
Sel European Equity EU EQ GGY 11/28 USD 132.38 –53.3 –54.3 –27.1
Sel Glob Equity GL EQ GGY 11/28 USD 137.79 –49.5 –50.4 –26.6
Sel Glob Fxd Inc GL BD GGY 11/28 USD 123.28 –16.0 –16.6 –7.1
Sel Pacific Equity AS EQ GGY 11/28 USD 84.11 –52.3 –53.1 –20.5
Sel US Equity US EQ GGY 11/26 USD 97.76 –42.7 –40.4 –22.3
Sel US Sm Cap Eq US EQ GGY 11/26 USD 122.13 –47.2 –45.3 –28.8

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/28 EUR 290.68 –19.4 –19.2 –9.9
DSF 50/50 EU BA LUX 11/28 EUR 217.54 –26.7 –26.6 –13.9
DSF 75/25 EU BA LUX 11/28 EUR 165.71 –34.0 –33.9 –18.4
KBC Eq (L) Europe EU EQ LUX 11/28 EUR 406.30 –46.5 –47.0 –26.0
KBC Eq (L) Japan JP EQ LUX 11/27 JPY 16209.00 –45.2 –45.3 –28.6
KBC Eq (L) NthAmer EUR US EQ LUX 11/28 EUR 454.97 –40.9 –41.0 –21.0
KBC Eq (L) NthAmer USD US EQ LUX 11/28 USD 658.33 –39.6 –39.5 –18.8
KBL Key America EUR US EQ LUX 11/27 EUR 308.54 –47.2 –44.9 –23.7
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By Jon Hilsenrath

When U.S. Federal Reserve offi-
cials meet in two weeks to choose a
course for short-term in-
terest rates, Timothy Gei-
thner—who is president
of the Federal Reserve
Bank of New York and has
been tapped to become
Treasury secretary—
won’t be there. Mr. Gei-
thner has handed over his
responsibility as a mem-
ber of the Federal Open
Market Committee to
Christine Cumming, the
New York Fed’s chief oper-
ating officer and alternate
to the FOMC, according to a New
York Fed spokesman.

The FOMC will meet Dec. 15-16
to consider whether to push the
Fed’s interest-rate target below 1%,

which it is widely expected to do.
Meanwhile, the New York Fed—

whose board is headed by Stephen
Friedman, a former Goldman Sachs

Group Inc. chairman and
former head of President
George W. Bush’s National
Economic Council—could
lay out in the days ahead its
plans for finding a perma-
nent replacement for Mr.
Geithner.

Several individuals could
be on the short list, includ-
ing Kevin Warsh, a Fed gov-
ernor who has played a key
role in the central bank’s
management of the finan-
cial crisis. Bill Dudley—who

runs the Fed’s market desk and
helped design many of the central
bank’s rescue programs in recent
weeks—is another potential inside
candidate.

China’s yuan sinks against dollar
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Finance officers face escalating pressures
Turnover at big firms
rises fast, outpacing
departures of CEOs

Geithner exits Fed rate panel;
search for successor to start

Timothy
Geithner

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
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On the move
More chief financial officers are 
leaving Fortune 500 and S&P 500
companies

2003

Turnover rate

’07’06’05’04

20%

15

10

5

0

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

By Cari Tuna

The credit crisis and slowing
economy are creating new pres-
sures for chief financial officers,
spurring turnover and increasing
demand for experienced finance pro-
fessionals.

CFO turnover hit a 13-year high
in 2007, and accelerated this year.
Executive-search firm Crist|Kolder
Associates says 19.5% of finance
chiefs at Fortune 500 and S&P 500
companies left their posts last year,
up from 14.1% a year earlier. By com-
parison, 13.2% of those companies
changed chief executive officers
last year.

In the first seven months of
2008, 70 CFOs departed these 659
companies, compared with 49 over
the same period last year. The aver-
age CFO’s tenure is 4.8 years, down
from 5.5 years a year ago. CEOs stay
in office and average of 6.2 years.

Chief financial officer is “the
least secure job in corporate Amer-
ica,” says Gordon Grand, head of
CFO recruiting at search firm Rus-
sell Reynolds Associates.

Alcatel-Lucent SA said last week
that Hubert de Pesquidoux will
leave the telecommunications-
equipment maker after 13 months
as CFO. In October, Ford Motor Co.
finance chief Don Leclair an-
nounced plans to retire. Procter &
Gamble Co. will replace CFO Clay-
ton Daley on Jan. 1, and by year’s
end Sears Holdings Corp. will bid
farewell to its third CFO since
March 2005.

Other blue-chip companies that
changed their CFOs in 2008 include
Oracle Corp., Google Inc., Walgreen
Co., UAL Corp. and Allstate Corp.
CFOs at some financial-services

firms left or were ousted amid melt-
downs, bailouts and takeovers.

Recruiters and finance chiefs say
CFOs are quitting or being ousted
because the demands of the job are
growing. CFOs were handed new re-
sponsibilities in 2002 by the Sar-
banes-Oxley corporate-reform law.
This year, many had to scramble to
keep their companies afloat when
credit markets dried up. CFOs also
handle outreach to investors and
serve as strategic advisers to CEOs,
but close ties to a CEO can make fi-
nance chiefs vulnerable when the
top job changes hands. Some compa-
nies are eliminating the role of chief
operating officer and giving CFOs
more operational responsibilities.

The CFO “gets asked all of the
hard questions,” Mr. Grand says.
“When the numbers don’t work, the
accountability is enormous.”

The surge in CFO turnover puts a
premium on finance veterans. Dessa
Bokides says she received about a
call a week from recruiters since
stepping down as CFO of Denver
real-estate-investment trust Pro-
Logis last year. She worked as chief
operating officer for an educational
start-up and recently was named
global treasurer of GMAC Financial
Services.

“For a long time, there was a real
accounting emphasis on CFOs,” she
says. “But CEOs have realized that

they need a business partner who is
forward-looking [and] who knows
how to talk to the markets and set
the financial strategy.”

As demand for CFOs rises, so
does pay. The median compensation
for finance chiefs in the S&P 500 rose
5.2% to $2.9 million last year, includ-
ing salary, bonuses, the value of eq-
uity grants and other compensation.
The increase was bigger than the
1.3% jump in CEO compensation, ac-
cording to data tracker Equilar Inc.
of Redwood Shores, Calif.

Joseph Zubretsky joined Aetna
Inc. last year as CFO at a salary of
$700,000, 23% more than predeces-
sor Alan Bennett was paid in 2006.
Mr. Zubretsky also is eligible for a
larger bonus than Mr. Bennett was,
and received a $6.5 million equity
grant as compensation for equity he
left behind at his former employer,
Unum Group. In a Securities and Ex-
change Commission filing, Aetna
said it believed the package “was
necessary to induce Mr. Zubretsky
to leave” Unum and join Aetna.

Some companies, including eBay
Inc. and Rohm & Haas Co., this year
granted their CFOs special bonuses
or equity awards valued at $1 mil-
lion or more. “This is actually the
biggest and best sign that CFOs are
increasingly important and that
companies are making an extra ef-
fort to retain top finance officers,”

says Equilar research manager Alex-
ander Cwirko-Godycki.

CEO turnover contributes to
CFO churn, particularly as finance
chiefs increasingly act as partners
and advisers. Over the past five
years, one-third of companies with
a new CEO changed CFOs within 12
months, Crist|Kolder says.

Andrew Bonfield resigned as
CFO of Bristol-Myers Squibb Co.
this year, shortly after James Corne-
lius was named permanent CEO. Mr.
Bonfield had served as Bristol’s CFO
for more than five years and says it
was “time to do something differ-
ent.” Mr. Cornelius “needed some-
body who was going to be commit-
ted to working with him for the long
term,” he says.

Mr. Bonfield says recruiters have
approached him with more than 50
job opportunities since he an-
nounced plans to leave in February.
“There is plenty of opportunity out
there,” he says. “It’s finding the right
one that suits you as an individual.”

Some experts expect the high
turnover to continue amid the slow-
ing economy and depressed stock
market. CFOs “will absolutely bear
the brunt and, in some cases, take
the fall,” says George Herrmann of
Right Management, a Manpower
Inc. unit. “All of that stuff has really
made the job, in a nutshell, less fun
than it used to be.”
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By Dennis McMahon

SHANGHAI—China’s currency
fell by its largest one-day amount
against the dollar, after dealers in-
terpreted an unexpectedly sharp
change in the official daily refer-
ence rate for dollar-yuan trading as
a signal that the central bank might
use a weaker yuan to help support
economic growth.

Monday’s move comes ahead of
a twice-annual U.S.-China economic
summit, which begins Thursday in
Beijing. The exchange rate has been
a central topic in past sessions of
those talks, with Washington argu-
ing that the yuan is undervalued
and urging Beijing to let the market
determine its value.

Monday, David McCormick, Trea-
sury undersecretary for interna-
tional affairs, said the U.S. will urge
the Chinese to continue allowing
their currency to rise in value
against the dollar. Mr. McCormick
said that, while there has been “very

significant progress” in currency re-
form over the past two years, “that
progress needs to continue.”

Beijing exercises heavy control
over the yuan’s value, and analysts
caution against making too much
out of one- or two-day movements.

Monday, the dollar ended trad-
ing in China at 6.8848 yuan, up
0.0499 yuan from Friday’s close of
6.8349. The dollar’s previous single
largest one-day change was Sept.
26, when it rose 0.0348 yuan.

The yuan gained more than 20%
against the dollar in the three years
after July 2005, when Beijing ended
its effective peg to the U.S. currency.
It has been basically flat against the
dollar since July, amid signs that the
global economic downturn was hurt-
ing the country’s exports. But the
yuan has continued to strengthen
against some other major currencies.

The big drop in the yuan follows
signs that the slowdown in China’s
economy is intensifying. Two sepa-
rate purchasing managers’ indexes,

which gauge business activity, re-
leased on Monday showed a decline
to record lows.

Allowing the yuan to weaken
against the dollar could help export-
ers, who have been battered by the
Chinese currency’s appreciation, as
well as slumping global demand and
rising costs. But it would also be
risky, potentially aggravating trade
tensions with the U.S. and Europe,
and increasing the prices of many
imported goods. That could crimp
domestic spending power at a time
when Beijing says it wants to shift
its economy toward domestic con-
sumption and away from exports.

The yuan’s drop Monday came af-
ter the dollar-yuan “central parity
rate,” a reference rate for daily trad-
ing determined by the central bank,
was set at 6.8505, up sharply from
6.8349 Friday. That is in contrast to
the 6.8300 level around which the fix-
ing has hovered since early October.
 —Tom Barkley in Washington

contributed to this article.
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T
HE FOREIGN-POLICY team
U.S. President-elect Barack

Obama announced Monday is
said to be experienced enough to
“hit the ground running.” Good
thing when it comes to Iran, as
time is running short for the
new crew to figure out what to
do about a nuclear program that
seems to have been slowed very
little by international efforts to
make Tehran play nice.

In the minds of Americans,
the Iranian nuclear threat has
taken a backseat to the question
of what to do about live fights in
Iraq and Afghanistan. But it
would be hard to overstate the
nervousness America’s allies in
Israel now feel about Iran’s nu-
clear ambitions.

In private, Israeli officials are
ever more blunt in saying they
see time running out before
Iran’s nuclear potential becomes
a nuclear reality that threatens
the Jewish state, among others.
Once the Obama administration
is in place next year, and a new
Israeli government takes shape
after February elections there,
the questions about whether Is-
rael is contemplating military ac-
tion against Iran will only grow.

Mr. Obama and his nominee
for secretary of state, Sen. Hillary
Clinton, are hardly without assets
in confronting this problem. First,
the spectacular drop in the price
of oil puts new economic pres-
sure on Iran and creates openings
to escalate that pressure. Second,
Mr. Obama’s shiny image in Eu-
rope may give him a honeymoon
period where he can win more
support there to ratchet up the
international pressure.

Meantime, though, an intrigu-
ing question confronts the new
Obama team: How will the presi-
dent and his secretary of state
resolve their campaign-season
disagreement about the virtues
of direct American discussions
with Iran?

The urgency behind all these
matters is rising as the nuclear
reality in Iran becomes more
clear. The International Atomic
Energy Agency says Iran now
has produced some 630 kilo-
grams of low-enriched uranium,
using a network of 4,000 centri-
fuges working on enrichment.
The Iranians probably need to
roughly double that to have the
basic raw material for a nuclear
bomb.

I
NTELLIGENCE ESTIMATES in-
dicate that Iran is producing

2.5 kilograms of additional en-
riched uranium daily, officials
say. Do the math, and you’ll see
that Iran may amass enough low-
enriched uranium to have the ca-
pacity to make a weapon by the
end of 2009.

There’s still a distance to go
before that material could be
turned into a bomb, of course.
Low-enriched uranium needs
more processing before it is
weapons-grade, and turning fis-
sile material into a working
bomb is no small feat. It’s hard
to know how long those steps
might take.

But the question is whether
simply having enough raw mate-
rial to appear nuclear-capable

would, by itself, change the Mid-
dle East. Would Israel be subject
to nuclear blackmail from Iran, a
country whose leader has sug-
gested Israel should be wiped off
the map? Would Saudi Arabia re-
act by using billions of its dol-
lars to launch its own crash nu-
clear program, starting a daisy
chain of nuclear proliferation in
the region? Or, perhaps as bad,
would the Saudis and others sim-
ply give in to Iranian bullying?

Against this daunting prob-
lem, the international communi-
ty’s basic counterattack has been
economic penalties. The United
Nations Security Council has
passed three resolutions during
the past two years designed to
cut trade with Iran in materials
with nuclear uses, and to cut the
flow of international financing
until Iran complies with nonpro-
liferation agreements. On top of
that, the U.S. government, work-
ing directly with other industrial-
ized countries, has started to cut
off private bank lending to Iran,
a step that has been particularly
useful in increasing economic
pressure.

Iran seemed well-equipped to
shrug off these outside economic
pressures when the price its oil
fetched was climbing. The good
news for the Obama team is that
Iran figures to be more vulnera-
ble to economic pressure now
that oil has fallen closer to $50
than $140 a barrel.

T
HE CENTRAL Intelligence
Agency estimates that Iran’s

government relies on the oil sec-
tor for 85% of its revenue. Soar-
ing oil prices allowed Iran to
build up some $70 billion in for-
eign-exchange reserves, but in
an economy in which the govern-
ment relies on large subsidies to
keep the populace happy, those
reserves can’t last forever.

With the government of Presi-
dent Mahmoud Ahmadinejad al-
ready using price controls on
food and energy to stabilize the
domestic economy, falling oil
prices figure to create lots of
new pressures. By one estimate,
the Iranian government needs
$90-a-barrel oil for its govern-
ment accounts to break even.
The question, then, is when eco-
nomic pressure might become so
great that a nuclear program be-
comes counterproductive.

Making that possibility a real-
ity is more likely if a President
Obama can convince European
leaders to step up economic sanc-
tions on Tehran. The Bush admin-
istration has managed to per-
suade the U.N. and European al-
lies to turn the screws tighter on
Iran over the past few years. But
its ability to ratchet up pressure
has been limited, inevitably, by
old bruises and grievances born
of past disagreements over the
war in Iraq.

To the extent that allies have
convinced themselves that work-
ing with a president not named
Bush would be easier, Mr. Obama
has an opening for a few months
to go further in exerting pres-
sure. And a few months just
might spell the difference be-
tween success and failure on the
Iran nuclear front.

Obama unveils new picks
Clinton, Gates, Jones
tasked with advising
on national security

By Yochi J. Dreazen

CHICAGO—U.S. President-elect
Barack Obama, unveiling his na-
tional-security team, said he will use
the “power of our moral example” in
making a clean break from Bush ad-
ministration policies on Iraq, Afghan-
istan and overseas diplomacy.

Mr. Obama gave pride of place on
stage here to his former political ri-
val, Sen. Hillary Clinton, whom he is
nominating as secretary of state,
and Defense Secretary Robert
Gates, who will stay in his post.

Speaking to reporters, Mr.
Obama said he would devote new en-
ergy to diplomacy and other nonmil-
itary aspects of U.S. global power.

“The national-security challenges
we face are just as grave and just as
urgent as our economic crisis,” he
said. “To succeed, we must pursue a
new strategy that skillfully uses, bal-
ances and integrates all elements of
American power: our military and di-
plomacy; our intelligence and law en-
forcement; our economy and the
power of our moral example.”

Sen. Clinton, echoed the theme,
saying U.S. interests “cannot be pro-
tected and advanced by force
alone.” Retired Marine Gen. James
Jones, who was named national-se-
curity adviser, stressed that the U.S.
would need to use “all elements of
our national power and influence.”

The comments reflect Mr.
Obama’s stance that the Bush admin-
istration’s handling of Iraq and Af-
ghanistan suffered from an overreli-
ance on the military and a failure to
devote enough resources to politi-
cal reconciliation and economic de-
velopment.

A senior Obama aide said the in-
coming administration will create
teams of diplomats and other civil-
ian government officials who can be
quickly deployed overseas after nat-
ural disasters or political upheavals
to help fragile countries get back on
their feet.

The aide declined to say whether
new spending on such teams would
be offset by cuts in defense spend-

ing, which has increased signifi-
cantly under President George W.
Bush. Many Democratic lawmakers
have begun arguing that the eco-
nomic crisis and the skyrocketing
federal budget deficit will force re-
ductions in the Pentagon’s budget,
and senior military officials expect
their funding to fall significantly.

Other members of the adminis-
tration introduced Monday were Ar-
izona Gov. Janet Napolitano, nomi-
nated to head the Department of
Homeland Security; former Justice
Department official Eric Holder,
nominated for attorney general;
and campaign adviser Susan Rice,
who was tapped as ambassador to
the United Nations.

The new cabinet includes sev-
eral officials, notably Sen. Clinton

and Mr. Gates, who have criticized
some of Mr. Obama’s positions on
Iraq and other issues. Mr. Gates has
argued against a firm timetable for
a withdrawal from Iraq, while Sen.
Clinton questioned Mr. Obama’s
stated willingness to negotiate
with Iran.

Mr. Gates, who had often said he
looked forward to leaving Washing-
ton with the rest of the Bush admin-
istration, said he felt an obligation
to stay on at Mr. Obama’s request. “I
must do my duty as they do theirs,”
Mr. Gates said, speaking of U.S. mili-
tary personnel.

Sen. Clinton, whose nomination
was cleared once former President
Bill Clinton agreed to publicly dis-
close all donors to his foundation,
said she was swayed to take the post
by a realization of the “daunting
tasks ahead for our country.”

“America cannot solve these cri-
ses without the world and the world
cannot solve them without Amer-
ica,” she said.

Mr. Obama laughed off a ques-
tion reminding him of disparaging
remarks his supporters made
about Sen. Clinton during the

heated battle for the Democratic
presidential nomination. He said
their disagreements were magni-
fied and he wants “vigorous de-
bate” in his administration.

“One of the dangers in a White
House is that you get wrapped up in
groupthink and everybody agrees
with everything and there’s no dis-
cussion and there are no dissenting
views,” he said, adding that “the
buck will stop with me.”

Mr. Obama has spoken respect-
fully of Mr. Bush since the election,
but he made clear that his policies
will differ sharply.

Mr. Bush, for example, has consis-
tently described Iraq as the central
front in the war on terror. His admin-
istration has devoted most Ameri-
can military muscle and financial re-

sources to the war in Iraq, leading
Adm. Mike Mullen, chairman of the
Joint Chiefs of Staff, to refer to the
Afghan war as an “economy-of-
force mission.”

Mr. Obama said he would shift re-
sources to Afghanistan, and de-
scribed South Asia as the biggest
danger to the U.S. “The safe havens
for terrorists that have been estab-
lished there represent the single
most important threat against the
American people,” he said.

Mr. Obama also reiterated a cam-
paign promise to order Mr. Gates
and the Joint Chiefs of Staff to be-
gin withdrawing American combat
forces from Iraq, with the goal of
having all of them out of the coun-
try by the middle of 2010. He prom-
ised to listen to the advice of his se-
nior commanders, some of whom
are privately wary about such a
quick withdrawal, but said his com-
mitment to a drawing down of
forces remained intact.

“I believe that 16 months is the
right time frame,” he said, adding
that the American-led war in in Iraq
was entering a “transition period in
which our mission will be changing.”
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Iran’s nuclear threat looms
as urgent matter for Obama team

Mr. Obama has spoken respectfully of
Mr. Bush since the election, but he made
clear that his policies will differ sharply on
Iraq, Afghanistan and overseas diplomacy.

U.S. President-elect Barack Obama, at lectern, introduces his national-security team in Chicago on Monday, when he
emphasized the need to devote new energy to diplomacy and other nonmilitary aspects of U.S. global power.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 11/28 USD 8.11 –44.0 –44.3 –23.3
Am Blend Portfolio I US EQ LUX 11/28 USD 9.46 –43.6 –44.0 –22.8
Am Growth A US EQ LUX 11/28 USD 21.02 –41.1 –41.0 –18.3
Am Growth B US EQ LUX 11/28 USD 17.87 –41.7 –41.6 –19.1
Am Growth I US EQ LUX 11/28 USD 23.10 –40.7 –40.5 –17.6
Am Income A US BD LUX 11/28 USD 6.80 –16.4 –16.2 –6.3
Am Income A2 US BD LUX 11/28 USD 14.33 –16.5 –16.3 –6.4
Am Income B US BD LUX 11/28 USD 6.80 –17.0 –16.9 –7.0
Am Income B2 US BD LUX 11/28 USD 12.45 –17.1 –16.9 –7.0

Am Income I US BD LUX 11/28 USD 6.80 –16.0 –15.7 –5.8
Am Value A US EQ LUX 11/28 USD 6.72 –42.2 –42.7 –22.5
Am Value B US EQ LUX 11/28 USD 6.25 –42.8 –43.3 –23.3
Am Value I US EQ LUX 11/28 USD 7.17 –41.8 –42.2 –21.9
Asian Technology A OT EQ LUX 11/28 USD 8.09 –49.6 –51.4 –29.2
Asian Technology B OT EQ LUX 11/28 USD 7.16 –50.0 –51.8 –29.9
Asian Technology I OT EQ LUX 11/28 USD 8.95 –49.2 –51.0 –28.6
Emg Mkts Debt A GL BD LUX 11/28 USD 10.81 –26.0 –25.4 –10.4
Emg Mkts Debt A2 GL BD LUX 11/28 USD 12.81 –26.1 –25.6 –10.4
Emg Mkts Debt B GL BD LUX 11/28 USD 10.81 –26.7 –26.2 –11.3
Emg Mkts Debt B2 GL BD LUX 11/28 USD 12.47 –26.8 –26.3 –11.3
Emg Mkts Debt I GL BD LUX 11/28 USD 10.81 –25.6 –25.0 –9.9
Emg Mkts Growth A GL EQ LUX 11/28 USD 19.20 –58.5 –58.8 –23.9
Emg Mkts Growth B GL EQ LUX 11/28 USD 16.45 –58.9 –59.2 –24.6
Emg Mkts Growth I GL EQ LUX 11/28 USD 21.10 –58.2 –58.5 –23.3
Eur Blend A EU EQ LUX 11/28 EUR 9.51 –46.0 –46.8 –25.8
Eur Blend I EU EQ LUX 11/28 EUR 9.70 –45.6 –46.4 –25.2
Eur Growth A EU EQ LUX 11/28 EUR 5.80 –44.3 –45.1 –23.0
Eur Growth B EU EQ LUX 11/28 EUR 5.27 –44.8 –45.7 –23.8
Eur Growth I EU EQ LUX 11/28 EUR 6.27 –43.9 –44.7 –22.4
Eur Income A EU BD LUX 11/28 EUR 5.27 –20.3 –20.4 –11.8
Eur Income A2 EU BD LUX 11/28 EUR 9.50 –20.4 –20.5 –11.9
Eur Income B EU BD LUX 11/28 EUR 5.27 –20.9 –21.0 –12.4
Eur Income B2 EU BD LUX 11/28 EUR 8.90 –21.0 –21.2 –12.5
Eur Income I EU BD LUX 11/28 EUR 5.27 –19.9 –20.0 –11.3
Eur Strat Value A EU EQ LUX 11/28 EUR 7.25 –48.1 –48.9 NS
Eur Strat Value I EU EQ LUX 11/28 EUR 7.36 –47.6 –48.4 NS

Eur Value A EU EQ LUX 11/28 EUR 7.56 –45.6 –46.6 –26.0
Eur Value B EU EQ LUX 11/28 EUR 7.03 –46.1 –47.1 –26.7
Eur Value I EU EQ LUX 11/28 EUR 8.66 –45.2 –46.1 –25.3
Gl Balanced (Euro) A EU BA LUX 11/28 USD 12.00 –43.6 –44.2 NS
Gl Balanced (Euro) B EU BA LUX 11/28 USD 11.82 –44.1 –44.8 NS
Gl Balanced (Euro) C EU BA LUX 11/28 USD 11.95 –43.7 –44.4 NS
Gl Balanced (Euro) I EU BA LUX 11/28 USD 12.13 –43.2 –43.8 NS
Gl Balanced A US BA LUX 11/28 USD 12.89 –37.8 –38.4 –18.4
Gl Balanced B US BA LUX 11/28 USD 12.39 –38.3 –39.0 –19.2
Gl Balanced I US BA LUX 11/28 USD 13.27 –37.3 –37.9 –17.8
Gl Bond A US BD LUX 11/28 USD 8.31 –6.4 –6.2 –0.9
Gl Bond A2 US BD LUX 11/28 USD 13.75 –6.5 –6.3 –0.9
Gl Bond B US BD LUX 11/28 USD 8.31 –7.3 –7.2 –1.9
Gl Bond B2 US BD LUX 11/28 USD 12.17 –7.3 –7.3 –1.9
Gl Bond I US BD LUX 11/28 USD 8.31 –5.9 –5.6 –0.3
Gl Conservative A US BA LUX 11/28 USD 12.86 –23.0 –23.3 –9.9
Gl Conservative A2 US BA LUX 11/28 USD 14.22 –22.8 –23.1 –9.8
Gl Conservative B US BA LUX 11/28 USD 12.86 –23.5 –23.9 –10.7
Gl Conservative B2 US BA LUX 11/28 USD 13.66 –23.5 –23.9 –10.6
Gl Conservative I US BA LUX 11/28 USD 12.87 –22.3 –22.6 –9.2
Gl Eq Blend A GL EQ LUX 11/28 USD 8.68 –53.8 –54.5 –29.1
Gl Eq Blend B GL EQ LUX 11/28 USD 8.24 –54.2 –54.9 –29.8
Gl Eq Blend I GL EQ LUX 11/28 USD 9.08 –53.4 –54.1 –28.5
Gl Growth A GL EQ LUX 11/28 USD 31.57 –54.3 –54.6 –27.9
Gl Growth B GL EQ LUX 11/28 USD 26.64 –54.8 –55.1 –28.6
Gl Growth I GL EQ LUX 11/28 USD 34.75 –54.0 –54.3 –27.3
Gl High Yield A US BD LUX 11/28 USD 2.87 –35.2 –34.9 –16.4
Gl High Yield A2 US BD LUX 11/28 USD 5.51 –35.3 –35.1 –16.5

Gl High Yield B US BD LUX 11/28 USD 2.87 –35.9 –35.7 –17.2
Gl High Yield B2 US BD LUX 11/28 USD 8.95 –35.9 –35.8 –17.4
Gl High Yield I US BD LUX 11/28 USD 2.87 –34.8 –34.5 –15.9
Gl Value A GL EQ LUX 11/28 USD 8.19 –53.3 –54.4 –30.3
Gl Value B GL EQ LUX 11/28 USD 7.61 –53.7 –54.9 –31.0
Gl Value I GL EQ LUX 11/28 USD 8.64 –52.9 –54.1 –29.8
India Growth A EA EQ LUX 11/28 USD 53.66 –61.1 –59.2 –17.4
India Growth B EA EQ LUX 11/28 USD 46.36 –61.5 –59.6 –18.3
India Growth I EA EQ LUX 11/28 USD 55.36 –61.0 –59.0 –17.3
Int'l Health Care A OT EQ LUX 11/28 USD 111.65 –31.9 –33.5 –14.3
Int'l Health Care B OT EQ LUX 11/28 USD 95.21 –32.6 –34.1 –15.1
Int'l Health Care I OT EQ LUX 11/28 USD 120.93 –31.4 –32.9 –13.6
Int'l Technology A OT EQ LUX 11/28 USD 70.79 –50.1 –49.6 –22.9
Int'l Technology B OT EQ LUX 11/28 USD 62.01 –50.5 –50.1 –23.7
Int'l Technology I OT EQ LUX 11/28 USD 78.69 –49.7 –49.2 –22.3
Japan Blend A JP EQ LUX 11/28 JPY 5113.00 –48.8 –51.8 –30.8
Japan Blend I JP EQ LUX 11/28 JPY 5214.00 –48.4 –51.4 –30.3
Japan Growth A JP EQ LUX 11/28 JPY 5338.00 –46.0 –49.2 –29.4
Japan Growth I JP EQ LUX 11/28 JPY 5445.00 –45.6 –48.8 –28.8
Japan Strat Value A JP EQ LUX 11/28 JPY 4887.00 –51.6 –54.6 –31.6
Japan Strat Value I JP EQ LUX 11/28 JPY 4973.00 –51.3 –54.2 –31.0
Real Estate Sec. A OT EQ LUX 11/28 USD 9.75 –51.2 –53.9 –36.0
Real Estate Sec. B OT EQ LUX 11/28 USD 9.01 –51.6 –54.4 –36.6
Real Estate Sec. I OT EQ LUX 11/28 USD 10.39 –50.8 –53.5 –35.4
Short Mat Dollar A US BD LUX 11/28 USD 6.74 –21.2 –21.4 –10.8
Short Mat Dollar A2 US BD LUX 11/28 USD 8.71 –21.2 –21.5 –10.8

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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U.S. Mid-Cap Equity
Funds that invest in US equities of all sizes, which leads to a mid-cap profile, or focus on mid-
caps. At least 75% of total assets are invested in equities. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending December 01, 2008

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

4 PMG Equity PMG Fonds USDiSwitzrlnd –27.60 –23.91–10.54 2.16
Fund USA Inc Management AG

NS London & London & Capital USDiCayman Isl –27.96 –29.08–17.85 NS
Capital Market Grader USD I Acc Asset Management Ltd

5 Janus Janus Capital USDiIreland –30.57 –30.93–14.77 1.77
Selection Strategic Val A USD Acc Funds Plc

4 Franklin Franklin Managed USDiUnited States –29.17 –31.81–18.93 –2.61
Rising Dividends Fund A Trust

NS GAM Star US GAM Fund USDiIreland –30.96 –31.97 NS NS
Small & Mid Cap Eq USD Acc Management Limited

4 Danske US Sampo Rahastoyhtiö EURiFinland –35.17 –34.59–23.53 –2.25
Small Cap Value Kasvu Oy

5 Schroder US Schroder Unit GBPiUnited Kingdom –35.47 –35.62–14.61 NS
Small & Mid Cap Acc Trusts (UK)

3 Discovery Discovery Group of USDiLuxembrg –36.08 –35.94–20.42 –3.79
Grp of Fds-NA All Cap I Acc Funds Sicav

5 Neptune US Neptune Investment GBPiUnited Kingdom –38.09 –36.50–10.95 3.41
Opportunities A Acc Management Ltd

NS UBS (Lux) UBS Global Asset USDiLuxembrg –36.64 –36.50 NS NS
Inst. Fd-Mid Caps US Eq AA Acc Management

Fall in South Korea’s exports
prompts calls for a rate cut
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Indexes fall across Asia
China, Hong Kong
buck the downtrend;
Mumbai loses 2.8%

FUND SCORECARD
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By Chris Oliver

MARKETWATCH.COM

HONG KONG—Most Asian mar-
kets declined as investors weighed
evidence that the global economic
slowdown is deepening, including
data showing China’s manufactur-
ing activity contracted sharply in
the past month.

Japan’s main index fell 1.4%,
while South Korea and Australia

each dropped 1.6%.
Mumbai shares fell
2.8% and Sin-
gapore slid 2.4%.
Stocks in Bangkok

fell 2.7% as analysts said Thailand’s
political crisis risks choking the
economy.

The main indexes in Hong Kong
and mainland China bucked the
trend, gaining 1.6% and 1.3%, respec-
tively, and Taipei rose 1.3%.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies fell 115.05
points to 8397.22. Real-estate shares

fell after developer Morimoto filed
for bankruptcy protection. Shares of
the firm were untraded. Mitsubishi
Estate fell 5.6%, Mitsui Fudosan
dropped 4.6% and Sumitomo Realty
& Development lost 3.9%.

Car makers fell on news that Jap-
anese domestic sales of new cars,
trucks and buses skidded 27%
year-to-year in November, declin-
ing for the fourth straight month.
Toyota Motor fell 1.8%, Honda Mo-
tor sank 2.9%, Suzuki Motor slid
8.1% and Nissan Motor dropped
2.8%.

NTT DoCoMo gained 3.7% after a
Nikkei report said service provider
Willcom will launch a discount, high-
speed cellular data service using
DoCoMo’s wireless network in early
2009.

In Hong Kong, the Hang Seng In-
dex rose 220.60 points to 14108.84.
Property stocks boosted the mar-
ket, as investors cheered weekend
sales data pointing to a strong show-
ing at several big-project releases.
Sun Hung Kai Properties, the city’s
biggest developer, added 1.5%.

Cathay Pacific Airways climbed
5.1% after the Hong Kong-based car-
rier said it will defer construction of
a new cargo terminal at the city’s air-

port for two years.
Chinese retail stocks jumped af-

ter a Xinhua report that Beijing will
launch a nationwide program to sub-
sidize farmers buying electronic ap-
pliances. Hong Kong-listed Haier
Electronics Group surged 56%,
while fellow appliance maker Sky-
worth Digital Holdings rose 23%.

The Shanghai Composite gained
23.46 points to 1894.62. Sentiment
toward China shares was helped by
a Xinhua report that the Cabinet Of-
fice expects the mainland economy
to expand 10% next year.

Stocks rose even though two key
gauges of manufacturing in China
fell to record lows in November.
Some analysts said much of the bad
news has already been priced into
shares.

In Australia, the S&P/ASX 200
fell 61.30 points to 3681.20. BHP Bil-
liton fell 3.6% after declines in met-
als prices late last week and as
crude-oil prices edged down Mon-
day.

In Bangkok, the SET Index lost
10.92 points to 390.92. Analysts said
the political crisis in Thailand risks
choking the economy and damaging
the nation’s reputation as a tourist
destination.

By Bill Lindsay

SYDNEY—Toll-road investor Mac-
quarie Infrastructure Group said
Monday it agreed to sell its 50% stake
in Sydney’s Westlink M7 for 805 mil-
lion Australian dollars (US$527.3 mil-
lion) into a joint-venture vehicle in
which it holds a 50% stake.

MIG said it has accepted a binding
offer for the stake from the Western
Sydney Roads Group, which it owns
equally with an Australian institu-
tional investment manager.

The move leaves the toll road’s
other owner, Melbourne-based Tran-
surban Group, about six weeks to de-
cide if it wants to wreck MIG’s sale
plan and exercise its right to take full
ownership.

Analysts say that if Transurban
does decide to buy MIG’s stake, it
would likely have to raise capital to
do so. Transurban said it will con-
sider its position and decide if it will
exercise its pre-emptive rights
within 30 business days.

Macquarie to sell
its 50% stake
in a toll road

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKS

By Kazuhiro Shimamura

TOKYO—Nomura Holdings Inc.
said it will further its expansion fol-
lowing its Lehman Brothers Hold-
ings Inc. purchases by raising fresh
funds from two separate bond is-
sues this month.

Nomura, Japan’s largest securi-
ties business group by revenue,
said it will raise 109.95 billion yen
($1.15 billion) from a subordinated
convertible-bond issue.

Nomura will issue a convertible
bond valued at 100 billion yen to
Dai-Ichi Mutual Life Insurance Co.
and one valued at 10 billion yen to
Shinkin Central Bank. The convert-
ible bonds, whose principals will
mature on March 31, 2014, will also
carry annual coupons of 3.6%. They
can be converted beginning Jan. 5,
2009.

When fully converted, the con-
vertible bonds will cause 7.5% dilu-
tion of its outstanding common
shares, Nomura said.

Considering the average daily
value of Nomura shares traded
over the past year, such dilution
isn’t expected to have a significant

impact on the stock market, the
company said.

Separately, Nomura has tenta-
tively set an annual coupon of 3.6%
for an eight-year straight bond. Its
terms including the total value of
the issue will be finalized Dec. 11,
with payment due Dec. 26. The
bond will mature Dec. 26, 2016, but
Nomura can redeem it after Dec.
26, 2011.

Nomura bought Lehman’s Asian-
Pacific operations and equities and
investment banking franchises in
Europe. The takeover was com-
pleted in October and the total cost
of the acquisition hasn’t yet been
announced.

Nomura also said it has ap-
pointed the former chief of Leh-
man’s Asian-Pacific operations, Jas-
jit Bhattal, as senior managing di-
rector at Nomura Securities, a core
unit of the Nomura group, and
chairman of its Asian operations. It
also appointed Tarun Jotwani, a
former Asian-Pacific capital mar-
ket head at Lehman, as senior man-
aging director and the head of glo-
bal fixed income business at No-
mura Securities.

Nomura plans bond issues
as it integrates Lehman units

By Kanga Kong

And Jung-Ah Lee

SEOUL—South Korea’s exports
had the biggest percentage decline
in seven years in November due to
the slowing global economy, with
the government expecting the situ-
ation to get murkier in the months
ahead.

The worse-than-expected de-
cline, along with separate data
showing consumer prices contin-
ued to moderate in November,
prompted economists to call for a
half a percentage point cut in the
benchmark rate when the Bank of
Korea meets Dec. 11.

Exports fell 18.3% in November
from a year earlier to $29.26 bil-
lion, the Ministry of Knowledge
Economy said Monday. The fall in
exports is the largest in percent-
age terms since December 2001,
when exports declined 20.4%. The
median forecast was for a 10.9%
drop in exports.

The trade balance, however,

showed a $300 million surplus due
to a 14.6% decline in imports to
$28.96 billion. It marked the sec-
ond consecutive month when the
country had a trade surplus.

In October, exports were up a re-
vised 8.5%, while imports rose
10.4%.

“Some buyers are asking for de-
lays, cuts or cancellation of their
[already-placed] orders ... export
conditions will likely be very diffi-
cult going forward,” the ministry
said.

Separately, the National Statis-
tical Office said that the consumer
price index in November rose 4.5%
from a year earlier, decelerating
from October’s 4.8% gain and less
than the market’s expectation for
a 4.6% rise.

Compared with the prior
month, the CPI fell 0.3%, steeper
than October’s 0.1% drop and
matching market expectations for
a 0.3% fall.
 —Min-jeong Lee

contributed to this article.
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