
GM presented a turnaround
plan to Congress, requesting a
total of $18 billion in federal
loans, indicating the auto
maker is in much more dire
shape than had been believed.
Ford said it doesn’t need federal
funds immediately but asked for
a $9 billion line of credit. Page 1
n Car makers posted sharp
U.S. sales declines for Novem-
ber. Chrysler’s sales fell 47%,
and GM’s dropped 41%. Page 32

n U.K. banks face a new threat
to their bottom lines from con-
sumers who are increasingly
struggling to pay off credit-card
bills and personal loans. Page 1

n The EU will issue guidelines
this month for governments
planning to give money to their
banks to support the wider
economy, Kroes said. Page 19

n British Airways and Qantas
are exploring the creation of a
binational airline group with
separate stock listings but a
single balance sheet. Page 2

n Thomas Middelhoff is leaving
his post as CEO of German retail
and travel group Arcandor. Page 3

n U.S. stocks gained on a re-
bound in the financial sector;
the Dow Jones industrials were
up 3.3%. European markets
rose in volatile trading. Page 20

n GE soothed investors with
new details of how it plans to
fund and shrink its financial-
services unit. GE also lowered
its earnings forecast. Page 4

n Alcoa is focusing on cost
cuts after the BHP-Rio Tinto
deal collapsed, spoiling Alcoa’s
plan to pick up discarded as-
sets from the merger. Page 6

n Euro-zone producer prices
plunged in October, setting the
stage for the ECB to cut inter-
est rates this week. Page 11

n Former AOL CEO Miller is
trying to raise money to buy
all or part of Yahoo. Page 25

n China’s yuan fell further
against the U.S. dollar, as expec-
tations grow for a continued
decline of the currency. Page 24

Mumbai police
name suspects
in terror plot

Indian police said they believe
a senior Lashkar-e-Taiba planner
in Pakistan masterminded the
Mumbai attacks and was among
several leaders of the militant
group in touch with the 10 ter-
rorists before they landed in In-
dia. The attacks have ratcheted
up tensions between India and
Pakistan, and both sides sought
to reduce the strain. Page 1

n NATO ministers agreed to
gradually resume talks with
Russia that were frozen after
Moscow’s invasion of Georgia.
They also took up the possibil-
ity of eventual expansion to
Ukraine and Georgia. Page 11

n An attack on the editor of a
small Russian newspaper has
caught the Kremlin’s eye, but
critics suggest it is a ploy to de-
fuse social tension. Page 9

n Protesters promised to end
a siege of Thailand’s main air-
ports after a court ruling forced
the prime minister to step
down and disbanded his gov-
ernment’s key parties. Page 12

n Pirates chased and shot at a
U.S. cruise ship with over 1,000
people on board in the Gulf of
Aden, but failed to hijack the
vessel, a maritime official said.

n Michael Chertoff, U.S. secre-
tary for homeland security, said
more should be spent on tools
of “soft power” overseas to
help safeguard the U.S. Page 10

n Saddam Hussein’s cousin,
known as “Chemical Ali,” re-
ceived a second death sentence
in Iraq, this time for crushing a
Shiite uprising in 1991.
n The U.N. expressed concern
about overcrowded prisons and
the treatment of detainees in
Iraqi custody, in a rights report.

n Radical Muslim cleric Abu
Qatada was ordered jailed by a
British judge because of fears
he was preparing to abscond.

n Steel workers protested out-
side EU headquarters in Brus-
sels to demand their industry
be exempt from pollution caps.

n Israeli settlers clashed with
Palestinians near a disputed
building in the West Bank city
of Hebron. An Israeli airstrike
killed two Palestinians in Gaza.

n Rebels in Congo pulled out
of a town on the Ugandan bor-
der that they had captured in
fighting, forcing 10,000 to flee.

U.K. banks’ next danger:
debt-stricken consumers

Editorial&Opinion

By John D. Stoll

And Matthew Dolan

DETROIT—General Motors Corp.
and Ford Motor Co. presented turn-
around plans to Congress on Tuesday
that indicate GM is in much more dire
shape than had been believed.

As part of a renewed bid to win
backing for a government bailout,
GM requested a total of $18 billion in
federal loans—$6 billion more than it
said it would require a few weeks
ago. The company added it needs an
immediate injection of $4 billion to
stay afloat until the end of the year, a
fact it hadn’t before disclosed.

The urgency of GM’s request
stirred up new worries that the com-
pany may need to file for bankruptcy
protection. Top officials from the
United Auto Workers union said at a
meeting Tuesday in Detroit that GM
could be forced into a Chapter 11 fil-
ing before Christmas if the auto
maker fails to get government fund-
ing in coming days, people familiar
with the matter said.

In a conference call with report-
ers, GM President Frederick “Fritz”
Henderson said the company is not
considering bankruptcy as an option

Please turn to page 31

GM asks for $18 billion
from U.S. as woes worsen
Auto maker, Ford
return to Congress;
‘there is not a plan B’

Ford CEO Alan Mulally suggested the United Auto Workers union may have to make
concessions to help car makers recover and persuade Congress to approve aid.

Science-free zones
Environmentalists’ fear mon-
gering against GM food isn’t
based on any evidence. Page 14

LONDON—U.K. banks grappling
with frozen credit markets and mort-
gage defaults are facing a new threat
to their bottom lines: consumers un-
able to pay off their credit-card bills
and personal loans.

As the U.K. economy heads into a
steep downturn, Britons, among the
world’s most indebted consumers,

are increasingly struggling to make
ends meet. Personal insolvencies in-
creased 8.8% to 27,087 in England
and Wales in the third quarter from
the second quarter. One in six U.K.

consumers say they can’t handle
their debts, according to a recent
PricewaterhouseCoopers poll. Debt-
counseling centers are seeing record
call volumes.

That’s bad news for the biggest
players in the U.K.’s consumer-lend-
ing market, such as Royal Bank of
Scotland Group PLC, Barclays PLC,
Bank of America Corp.’s MBNA and
HSBC Holdings PLC. As of October,
lenders had £235 billion ($348 billion)
of credit-card, personal and overdraft
loans outstanding to U.K. customers,
up 5.5% from the previous year. Re-
search firm Sanford Bernstein esti-
mates lenders will have to take more
than £17 billion in impairments on

Please turn to page 31
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As urban jobs fade, China
fears reverse migration
NEWS IN DEPTH | PAGES 16-17

War helps Georgia escape
global financial crisis
ECONOMY & POLITICS | PAGE 9

Money & Investing > Page 19

By Geeta Anand

And Zahid Hussain

MUMBAI—Mumbai police be-
lieve a senior Lashkar-e-Taiba plan-
ner in Pakistan masterminded the
Mumbai terrorist attacks last week
and was among several leaders of
the militant group in touch by satel-
lite links with the 10 terrorists in
the two days before they landed in
India.

A senior police official said that,
in all, the names and numbers of
five members of the Pakistani
group’s leadership were contained
in a satellite phone left behind by
the terrorists on a fishing vessel
they hijacked, then abandoned, be-
fore reaching Mumbai. Records
from the phone show calls had been
made from it to these five men.

Among the five: Yusuf Muzam-
mil, head of Lashkar-e-Taiba’s ter-
rorism operations against India.
The senior Indian police official
said Mr. Muzammil was identified
as the mastermind of the attacks by
the only terrorist captured alive, Aj-
mal Kasab.

The police official said two of
Mr. Muzammil’s deputies orches-

Please turn to page 31

By Sara Schaefer Muñoz,
Carrick Mollenkamp and
Alistair MacDonald
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China has dangled a car-
rot in front of telecom-
equipment makers for
years: billions of dollars for
third-generation mobile net-
works.

With the network’s roll-
out finally on the horizon,
though, foreign competitors
could miss out on the lion’s
share of that money—just
as revenues flatten out else-
where around the world.

Beijing could hand out

3G licenses as soon as mid-
December. Local operators
plan to spend at least $44
billion over three years up-
grading to the new technol-
ogy. Ericsson, Alcatel-Lu-
cent and Nokia Siemens
Networks all have worked
hard to build relationships
in China. Nokia Siemens for
example, has invested an es-
timated $238 million devel-
oping equipment China Mo-
bile will use for 3G.

But Chinese firms report-
edly took the biggest share
of a recent tender by China
Mobile for 3G equipment.
Ericsson, which had hoped
for 10%, took just a 5% share.

Foreign firms seem to be
losing out on price. Huawei
Technologies, in particular,
is said to be taking an ag-
gressive approach and some
whisper that local providers
are being favored.

All isn’t lost for foreign

firms. They are still better
suited to providing the tech-
nology China Mobile’s com-
petitors will use, which is
also used overseas. The
spending will be closely
watched for any perceived
bias against foreign firms
relying on China for growth
in the years ahead. After
all, these days even the low
margins on offer are better
than nothing.
 —Andrew Peaple

It’s a sign of the times
when Tesco posts its worst
sales growth for a decade
and the shares rise 10%. In-
vestors may be relieved
that the U.K.’s largest super-
market group didn’t issue a
profit warning. But they
shouldn’t get carried away.

Sure, U.K. third-quarter
sales growth of 2% was
ahead of expectations,
largely thanks to higher
sales volumes of low-priced
products. But margins and
profitability are what’s key.
The risk is that Tesco sacri-
fices those in its attempt to
defend market share from
hungry low-cost rivals.

Tesco has a tricky bal-
ance to strike. It can’t ig-
nore the trend among con-
sumers to trade down on
groceries. Thanks to compe-
tition from the likes of
Asda, William Morrison or
Aldi, its market share fell
slightly in the third quarter
to 30.9%, according to re-
cent TNS data. Hence the
introduction of its Dis-
counter brand.

Even so, Tesco’s market
share is still way ahead of
second-place Asda with just
17.1%. That gives it a huge
built-in cost advantage over
its rivals. Rather than slash-
ing prices, it can afford to

lose a sliver of market
share to protect its mar-
gins.

The key is ensuring cost
cuts keep pace with price
cuts to preserve margins.
The good news is that
Tesco has added 20% to its
annual cost-saving target of
£450 million ($667 million)
through tighter cost control
on areas such as packaging
and transportation.

But margins are clearly
under pressure. Tesco
doesn’t release quarterly
margin figures, but its oper-
ating margin at the half-
year fell to 5.2% from 5.5%
six months earlier. It’s still

the highest in the supermar-
ket sector. Tesco’s priority
should be making sure it
stays that way.
 —Molly Neal

China’s 3G bonanza likely to favor hometown teams

French aid needs rescue
To end up on the wrong

side of both the financial
markets and the bureau-
crats in Brussels is hard to
pull off. France has man-
aged it with financial help
to its six biggest banks. The
European Commission
thinks the banks are get-
ting fresh capital too
cheaply. Investors think it
is the wrong sort of capital.

Brussels worries that
the French financial assis-
tance amounts to state aid,
thinly disguised as a na-
tional credit-relief program.
The French banks will pay
a coupon of around 8% on
new subordinated debt,
making it among the cheap-
est bank finance on offer in
Europe, whether from gov-
ernments or private inves-
tors. In return, the banks
have to maintain precrisis
rates of credit growth.

Paris argues it is point-
less to penalize sharehold-
ers when the authorities
need to be encouraging pri-
vate investment in the sec-
tor. But France is open to
the charge that relatively
cheap finance gives its
banks an advantage over Eu-
ropean rivals. If French
banks need a bailout, they

should get similar terms to
other EU countries. If they
don’t need a bailout, they
should raise private capital,
as healthier banks such as
Santander have done.

For investors, mean-
while, the problem is the
type of capital. French bank
shares have underper-
formed in the past month
on fears that they are insuf-
ficiently capitalized. The
French may argue that con-
servative risk management,
large deposit bases and geo-
graphic diversity allow
their banks to hold less eq-
uity capital than rivals. But
the new benchmark ratio
for core Tier 1 equity is
around 8%. BNP Paribas,
France’s biggest bank by
market value, weighs in
around 6%. And the new
subordinated notes don’t
count toward core Tier 1
capital.

French banks hope to
tough things out, replenish-
ing capital through re-
tained earnings. But the out-
look for the EU economy is
deteriorating fast, implying
less profit and more bad
debts. Paris should recog-
nize that both Brussels and
the market have a point.
 —Matthew Curtin

Surveying the aging brainU.S. auto sales sag further
GM posts 41% drop
as Ford falls 31%;
Toyota shares pain

Tesco’s margin test

combining different measures of
brain activity—positron emission
tomography, functional magnetic
resonance imaging and electro-en-
cephalography—scientists for the
first time can see how aging brain re-
gions, designed to work in unison
like the interlocking innards of an ex-
pensive watch, fail to mesh swiftly
and smoothly. Normal aging, for ex-
ample, disrupts the electrical
crosstalk between major brain re-
gions, researchers at Harvard Uni-
versity reported last December in
the journal Neuron.

“With these new physiological
techniques, we can look at what is
going on the brain when you are sup-
posed to be ignoring something,”
Dr. Gazzaley says.

Among the brain circuits that fo-
cus attention and memory, his re-
search suggests, aging is a matter of
milliseconds. In experiments test-
ing how well people of different
ages could recall faces and land-
scapes, Dr. Gazzaley and scientists
at UC Berkeley found that among
older people, the brain was slightly
slower—200 milliseconds or so—to
ignore irrelevant test information.
That instant of interference was
enough to disrupt a memory in the
making, they found.

During that momentary lapse, we
can forget a new name, misplace our
keys or lose our train of thought.

Moreover, our brains start chang-
inglongbeforewecan see thepattern
insuchshortcomings.Lastmonth,re-
searchers at UCLA reported that, be-
ginningin middle age, we start to lose
the myelin insulation that sheathes
the nerve fibers running through our
frontal lobes. In essence, the electri-
cal wires of our neural circuits begin
to fray and that could imperceptibly
hamper our thought process. In

2006, scientists at the University of
TorontoandtheRotman ResearchIn-
stitute in Canada reported that,
among people in their 40s, they al-
ready could detect the neural mis-
matches that make many of us more
vulnerable to distractions.

By the time we reach age 65 or
more, one fourth of us may be wres-
tling with a failing memory and
other mild cognitive problems, re-
searchers at the Indiana School of
Medicine reported in the journal
Neurology. An 88-year-old widow
described the feeling. “My brain ar-
gues with itself,”‘ she says. “Sponta-
neous thoughts can be a struggle be-
cause they keep dancing off. They
don’t all march along at the same
speed. It’s very annoying.”

To keep mentally fit, a generation
of aging gym rats has embraced the
cognitive calisthenics of computer-
ized brain exercises. Not all mental
gymnastics or herbal supplements
work as advertised, but proper diet,
cardiovascular exercise and formal
education do stave off mental de-
cline, according to new research.

Despite its distractions, a healthy
brain may also mellow with age. The
roller-coaster rush of dopamine, a
biochemical associated with heady
feelings of reward, doesn’t affect
older people as strongly as it does
the young, Dr. Berman reported this
fall in the Proceedings of the National
Academy of Sciences.

Is this evidence that, among older
neuronsand synapses, lifecan lose its
savor? “I would suggest it shows that
older people are appreciating life in a
different way,” says Dr. Berman.

In other words, the dopamine
drop may be a biochemical marker of
somethingelse: thewisdom to accept
with grace what we cannot change.

Email to sciencejournal@wsj.com.

Continued from page 29

By Mike Barris

Auto makers continued to post
sharp sales declines in the U.S. in No-
vember underscoring why Detroit’s
Big Three rivals are seeking federal
assistance to help them through the
current environment.

“Every manufacturer is posting
awful numbers and we are no excep-
tion,” said Mark LaNeve, General
Motors Corp.’s North American
sales chief.

GM’s November sales plunged
41% from a year earlier and the car
maker lowered its fourth-quarter
production forecast.

The month’s dour numbers, com-
ing on the back of October’s results,
also saw Ford Motor Co. post a 31%
decline and Toyota Motor Corp. re-
port a 34% decrease. Chrysler LLC,
controlled by private-equity group
Cerberus Capital Management LP,
saw its sales skid 47%.

Mr. LaNeve said the industry
sold about 34%, or 400,000, fewer
vehicles in November than it did a
year ago, equivalent to “the annual
volume of two full production
plants that have simply evaporated
in a single month. The global eco-
nomic crisis and credit freeze have
had a very negative impact on the ve-
hicle market, which runs on con-
sumer confidence and available fi-
nancing.”

GM, Ford and Chrysler are re-
turning to Capitol Hill to plead for a

federal bailout to help the compa-
nies amid the historically bad sales
environment. Mr. LaNeve said, “The
consumer is scared and sitting on
the sideline. We need appropriate
economic stimulus to get the con-
sumer back in the game.”

Big sales declines for stronger ri-
vals such as Toyota and Honda Mo-
tor Co. were seen as supporting De-
troit’s argument that the financial
crisis is a major cause of trouble
across the auto industry, and that
the Detroit Three just need a
“bridge loan” to help them hang on
until the economy improves. Hon-
da’s U.S. sales dropped 32% to
76,233 as its two strongest vehicles,
the Accord and the Civic, recorded
drops of 38% and 30%, respectively.

GM reported light-vehicle sales
of 153,404, down from 261,273. It
was the second straight month in
which GM’s sales fell below
200,000. October’s sub-200,000
tally was the first since at least the
1970s.

GM car sales fell 44% and light
trucks slid 39%. Inventories—which
became bloated in recent years as
consumers turned away from the
larger pickup trucks and SUVs—
dropped 13% from a year earlier.

Looking ahead, GM said it now ex-
pects fourth-quarter North Ameri-
can production of 835,000 vehicles,
down from its prior view of 875,000.
It also expects 600,000 vehicles to
be made in North America during
the first quarter. That compares to
885,000 a year earlier, when produc-
tion of about 100,000 vehicles was
lost from the American Axle strike.

Toyota reported sales of 130,307
as it recorded its seventh straight
month of decline, reflecting how the

once-immune Japanese giant is now
plagued by the same forces that
have rocked its Detroit-based rivals.

Earlier Tuesday, Toyota an-
nounced it would suspend some of
its Japanese production for two
days this month and has cut winter
bonuses because of declining global
new-vehicle demand. The output
trims—Toyota’s first in response to
the economic slump—follow last
month’s cutting of its sales projec-
tions and fiscal year profit forecast.

Toyota, which is pulling away
from GM in the battle for the crown
of the world’s best-selling auto
maker, said sales for passenger cars
fell 32% while SUVs dropped 30%
and light trucks slumped 36%.

Toyota, traditionally stingy on
discounts and cash-backs, in-
creased its November incentive
spending.

Ford’s sales slumped 31% to
122,723 but despite the weak re-
sults, Ford said it increased total
and retail market share for the sec-
ond straight month. Total car sales
fell 31% while truck and van sales
fell 24% amid a 19% drop for the F-se-
ries truck. SUVs slumped 40%.

The Edge “crossover”—designed
to buffer Ford against the SUV de-
cline—plunged 60%. The car-based
wagon, which looks and functions
like an SUV but with modestly bet-
ter fuel economy—has seen waning
demand as consumers flock to cars
that are less expensive and more
fuel-efficient.

Looking ahead, Ford said it plans
first-quarter production of 430,000
vehicles, flat with the fourth quar-
ter and down from the year earlier’s
692,000. “We continue to align ca-
pacity with customer demand,” said
Jim Farley, Ford’s head of market-
ing and communications.
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British Airways, Qantas consider merging
Legal hurdles remain
on foreign ownership;
Iberia talks continue
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By Daniel Michaels

British Airways PLC and Austra-
lia’s Qantas Airways Ltd. said they
are in merger talks for a deal that
would create a multicontinent air-
line group—a move that reflects car-
riers’ readiness to attempt bold ma-
neuvers amid economic upheaval.

The talks come even as BA contin-
ues merger talks with Spain’s Iberia
Lineas Aereas de Espana SA. All
three are partners in the Oneworld
airline alliance, and BA has separate
joint ventures with each. BA officials
said the company could do both
deals, creating a three-country giant.

“We have businesses that comple-
ment one another, and Qantas shares
our views on consolidation within the
industry,” BA Chief Executive Willie
Walsh said through a spokesman.

The proposed deal marks a first
push to extend international airline
consolidation beyond Europe,
where several carriers have linked,
thanks to deregulation within the
European Union. If the deal prompts
others to follow, the new giants’ mar-
ket heft might eventually prompt
U.S. carriers to push for a change in
U.S. legislation that limits foreign
ownership of airlines to 25%.

BA has close relations with AMR
Corp.’s American Airlines, although
the companies haven’t pursued a
merger because of U.S. legal restric-
tions. The pair and Iberia in August ap-
plied to the U.S. Department of Trans-
portation for permission to cooperate
closely on trans-Atlantic operations,
and it remains unclear how a tie-up be-
tween BA and Qantas might affect
that bid. An American Airlines spokes-
man said it would have no impact.

BA and Qantas surprised investors

withstatements released Tuesday say-
ing they are exploring the creation of a
single, binational company that would
be listed in both London and Sydney.
Combined, the pair would have a mar-
ket capitalization of roughly $5.2 bil-
lion at current share prices. Neither
company offered any financial terms
for the potential deal. Both cautioned
that the talks could fail.

Under the plans being discussed,
each airline would continue to exist
as a legal entity in its home country

to overcome legal limits on foreign
ownership of airlines in Australia and
the European Union, said BA spokes-
woman Laura Goodes. They would
probably be linked through a single
balance sheet, integrated manage-
ment and overlapping boards of direc-
tors, she said. Ownership-nationality
limits could pose a challenge.

Australian laws forbid a foreign
carrier from owning more than 35%
of an Australian airline and limit to-
tal foreign holdings to 49%. The Aus-

tralian government earlier Tuesday
said it would consider lifting the
35% cap, although not the 49% limit.
EU laws cap non-EU ownership of
carriers from the bloc at 49%.

A Qantas spokesman declined to
comment beyond the statement. An
Iberia spokesman also declined to
comment. The announcement
comes as airlines world-wide are
scrambling to manage upheaval
caused by the spike in oil prices ear-
lier this year, recent turmoil in finan-
cial markets and now the prospect
of a global economic slump.

In the U.S., Delta Air Lines Inc. re-
cently completed the acquisition of
rival Northwest Airlines Corp.,
while Germany’s Deutsche
Lufthansa AG is negotiating or final-
izing the acquisition of three
smaller European carriers.

A BA-Qantas merger would bring
the pair full-circle. BA in 1995 bought
a 25% stake in Qantas, which it sold in
2004 at a significant profit. Both carri-
ers’ share prices have since slumped.

The pair have kept an arrange-
ment to pool revenues and costs for
flights between the U.K. and Austra-
lia, along the “Kangaroo Route.”
The two together operate six flights
daily on the highly competitive mar-
ket, against aggressive rivals that
are grabbing market share, includ-

ing Singapore Airlines, Dubai’s
Emirates Airline and new Malay-
sian budget operator AirAsia X.

Some analysts were skeptical
about the deal’s upside for inves-
tors, since the pair already cooper-
ate in the one market where they
overlap, the Kangaroo Route.

“They are adopting a defensive ap-
proach on the Kangaroo Route, where
all the innovating is being done by
mavericks,” said Craig Jenks, presi-
dent of Airline/Aircraft Projects, an
aviation-consulting firm in New York.
 —Kaveri Niththyananthan and Bill
Lindsay contributed to this article.
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Spreading their wings
Year-to-date share performance of 
British Airways vs. the Australian
carrier Qantas

Source: Thomson Reuters Datastream

Re
ut

er
s

–80

–60

–40

–20

0

20%

2008

BA,
down 49%

Qantas,
down 59%

The Wall Street Journal Europe
is read every day by 27,000
students at 180 top business

schools and university
campuses across Europe, a
program supported by:

Cambridge University
Investment Club (CUIC)
and The Wall Street

Journal Europe

Present

“Banker’s Roundtable”

4th December,
Queen’s College,

Cambridge

Contact:
gert.vanmol@dowjones.com

Bringing Universities and
Businesses Together

2 WEDNESDAY, DECEMBER 3, 2008 T H E WA L L ST R E ET JOU R NA L .

India police name suspects

U.K. banks’ next threat: consumer debt

GM seeks aid as its woes worsen
and is focusing solely on securing
help from Washington. “There is not
a Plan B,” he said.

The details of the GM and Ford re-
quests for help came amid another
batch of bad automotive news. Car
makers estimated that U.S. new-vehi-
cle sales fell about 35% overall in No-
vember from a year earlier. GM’s
sales fell 41% to 154,877 cars and
light trucks. Ford’s dropped 30.6% to
123,222, while Toyota Motor Corp.
and Honda Motor Co. said their U.S.
sales fell 34% and 31.6%, respectively,
to 130,307 and 76,233.

Chrysler LLC, which also is seek-
ing federal loans, hadn’t released de-
tails of its turnaround plan by Tues-
day afternoon.

The Big Three last month ap-
pealed to Congress for $25 billion in
low-cost loans to carry them through
the downturn in the economy and
one of the worst auto sales slumps in
decades. But lawmakers were uncon-
vinced that the three Detroit makers
had clear plans to return to profitabil-
ity and told them to come back by
Dec. 2 with more details on how they
would use taxpayer funds and re-
structure to “become viable.”

In its 33-page presentation, Ford
said it doesn’t need federal funds im-

mediately but asked for a $9 billion
credit line in case the recession is
longer and deeper than expected. It
estimated it will return to profitabil-
ity by 2011 and added it would accel-
erate the develop of hybrid and bat-
tery-powered vehicles, cut the num-
ber of dealers selling its products,
and retool plants to make small cars
in the U.S. it can sell profitably.

The advanced-technology Fords
will include a battery-powered com-
mercial van due in 2010, a battery-
powered sedan in 2011, and a plug-in
hybrid by 2012, the company said.

In a phone interview while riding
in a Ford Escape hybrid to Washing-
ton, where the chief executives of the
three Detroit makers will testify start-
ing Thursday, Ford CEO Alan Mulally
suggested the UAW may have to
make concessions to help the compa-
nies recover and persuade Congress
to approve aid. “All of the elements”
of the UAW labor contract should be
re-examined to keep the U.S. auto in-
dustry competitive, he said.

Ford is in better shape than GM in
large part because it mortgaged al-
most all of its assets in 2006, a move
that raised $18 billion long before
credit markets tightened.

In testimony before Congress last
month, GM CEO Rick Wagoner said

the company could run short of cash
by the time President-elect Barack
Obama takes office in January if it
doesn’t get federal loans. At the time,
he said GM needed $10 billion to $12
billion. In the conference call Tues-
day, Mr. Henderson said GM is seek-
ing $12 billion in loans and an addi-
tional credit line of $6 billion.

In return, GM would be open to
giving taxpayers warrants for com-
pany stock, a senior position among
its creditors, and a promise to pay
the money back around 2012. Mr.
Henderson said GM believes its
North American operations can
break even by that year.

GM plans to begin discussions
this week with bondholders and the
UAW in an attempt to cut its debt by
$30 billion, or about half. It will ask in-
vestors to swap debt for equity, and
aim to restructure GM’s obligations
to a UAW health-care trust set to be-
gin paying retiree benefits in 2010.

The attempt to revamp GM’s bal-
ance sheet is essentially an out-of-
court bankruptcy reorganization,
Mr. Henderson conceded. To slim
down its operations, GM told Con-
gress it is looking at selling its Saab
division, could sell or consolidate its
Saturn brand and trim its vehicle
lineup to about 40 models from 60.

Continued from first page

those loans over the next two years, al-
most as much as they will have to take
on mortgage loans.

“It’s just another element that is
going to cause them problems,” says
Simon Adamson, an analyst at re-
search firm CreditSights in London.
“It is going to add to the pressure on
earnings.”

U.K. banks are trying to limit the
damage. They have been paring
growth in credit-card lending and
tightening standards since at least
2007, in response to concerns about
the coming economic downturn and
a change in the U.K.’s bankruptcy law
that eased debt forgiveness. They
are also moving aggressively to
make claims on the assets of some de-
linquent borrowers.

But as the financial crisis hits the
U.K. economy, pushing the unemploy-
ment rate up 0.4 percentage point to
5.8% in the third quarter, the effect of
consumers’ troubles on banks is be-
ginning to show. At MBNA, some
7.06% of cardholders were 30 or more
days behind on their payments as of
October, up 0.63 percentage point
since May, according to data com-
piled by Sanford Bernstein from secu-
ritization trust filings. At RBS, the de-
linquency rate was 7.99%, up 0.49 per-
centage point. At HSBC it was 2.81%,
up 0.12 percentage point. Only Bar-
clays saw a drop in delinquencies of
30 days or more since May, down 0.18
percentage point to 3.52%.

In a recent report, Moody’s Inves-
tors Service said it expects delinquen-
cies to rise further, followed by an in-
crease in charge-offs, which apply to
borrowers more than 180 days delin-
quent and tend to lag behind eco-
nomic downturns by about six
months. In some cases, banks might
mask the severity of the problem, de-
laying charge-offs by allowing bor-
rowers to enter debt-management
programs, the Moody’s report said.

“We are looking for a significant in-
crease in the amount of charge-offs,”
said Jean Dornhofer, Moody’s senior
vice president in London. “We do have
the sector on a negative outlook.”

Representatives for Barclays,
HSBC and MBNA said their credit-

card lending standards are high and
delinquencies aren’t a major concern.
The banks all said they work with bor-
rowers behind on payments. A spokes-
woman for RBS declined to comment.

Borrowers are flooding advice
centers at record levels. The U.K. In-
solvency Helpline, which provides
free and impartial debt advice, re-
ceives about 40,000 calls and emails
a month, up about 40% from a year
ago, says Social Policy Coordinator
Ian Boden-Smyth. In the past year,
the helpline added about 30 people to
the staff of 100 in its Manchester call
center to handle the influx, he says.

“It’s been busier than it’s ever
been in the history of this service,
and that’s mainly because of credit
cards,” he says.

Mr. Boden-Smyth says one prob-
lem area is so-called credit-card surf-
ers, or people who in the past got re-
lief from their interest payments by
transferring their balance to another
card for a low introductory interest
rate. These offers, made when banks
could better afford to compete for
customers, obscured many people’s
debt problems, says Mr. Boden-
Smyth. Now that such offers are un-
available, he said, consumers are hav-
ing troubling paying up.

Some banks are quietly placing
liens on the homes of people who
have large unpaid debts, in the hope

they will be able to recover money if
and when the properties are sold.
Lenders made 132,000 applications
for such so-called charging orders in
2007, up 42% from 2006, according to
the U.K. Ministry of Justice. Data for
2008 aren’t yet available, but credit-
counseling services say they have no-
ticed an uptick in calls from clients
complaining about charging orders
in the past two to three months.

Mounting credit-card troubles
are drawing increasing attention
from the U.K. government. Late last
month, the Department for Business,
Enterprise and Regulatory Reform
hauled in 12 credit-card issuers and
trade groups for a four-hour meet-
ing. Afterward, lenders said that un-
der certain conditions they would
give struggling borrowers as much
as an extra 60 days to pay their debts.
The lenders also agreed to come up
with guidelines to address com-
plaints that they have been subject-
ing troubled borrowers to unduly
high fees and interest rates.

Bankers say the added 60-day
grace period is similar to what many
lenders were doing anyhow as they
try to work with their customers to
minimize losses.

Wednesday the government will
also begin the process of putting into
law a new banking code that will regu-
late the way banks treat customers.

Continued from first page
Consumers feel the pinch
Individual insolvencies and
unemployment are on the rise 

Note: all figures are seasonally adjusted

Source: U.K. government
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trated the strikes, according to Mr.
Kasab’s statements.

A senior Pakistani official con-
firmed that India has told Pakistan
the attack was planned by Mr.
Muzammil. His name is one of 20
that appears on a list given by India
to Pakistan. India is demanding the
people on the list be handed over.

India also told Pakistan that the
attacks were approved by Hafiz Mo-
hammed Saeed, head of Jamaat-ud
Dawa, the parent organization of
Lashkar-e-Taiba. Mr. Saeed denied
the allegation that his group was in-
volved in the Mumbai attacks. “In-
dia has always accused me without
any evidence,” Mr. Saeed said in an
interview with GEO News, a private
Pakistan television channel.

The attacks, which targeted
three luxury hotels, a Jewish cen-
ter, a train station and other loca-
tions around India’s largest city,
left at least 172 dead.

According to Dipankar Baner-
jee, director of the Institute of
Peace and Conflict Studies, an inde-
pendent think tank in New Delhi,
Mr. Muzammil became head of
LET’s planning cell about three
months ago, after the previous
head was killed. He is a Pakistani in
his mid-30s, and is based in Paki-
stan.

India is also demanding that Pa-
kistan hand over Dawood Ibrahim,
a Mumbai gangster turned terror-
ist backer who is believed to be liv-
ing in Karachi. Mr. Ibrahim has long
been India’s most-wanted criminal,
sought in connection with bomb-
ings in Mumbai in 1993.

The senior Pakistani official
said Pakistan was examining the
names on the list of suspects and
has assured India that action
would be taken against them if evi-
dence shows their involvement in
last week’s attacks. According to
the official, India said Mr. Kasab’s
LET leaders were constantly send-
ing SMS messages to him, even af-
ter he was captured.

“We can take action only when
we have some more proof,” he
added.

The attacks have ratcheted up
tensions between India and Paki-
stan, two nuclear-armed rivals. On
Tuesday both sides sought to re-
duce the strain. Shah Mahmood
Qureshi, Pakistan’s foreign minis-
ter, said his country has offered to
help India with the investigation
into the attacks.

“The government of Pakistan
has offered a joint investigation
mechanism and we are ready to
compose such a team, which will
help the investigation,” he said in a
televised statement. Mr. Qureshi,
however, declined to say whether
Pakistan would hand over the 20
men to India.

Mr. Qureshi held a special brief-
ing Tuesday for foreign diplomats
in Islamabad to explain Pakistan’s
point of view on tensions with India
following the Mumbai attacks. In-
dia’s Ministry of Foreign Affairs did
the same, with an official saying
that rumors that India was amass-
ing troops on its border with Paki-
stan in response to the attacks was
false, according to a diplomat who
attended.

Mr. Ibrahim is the alleged mas-
termind of the 1993 terrorist at-
tacks in Mumbai. He is believed to
live under heavy protection in Kara-
chi’s fashionable Defense Housing
Society, from which he runs a vast
business that includes ownership
of many prime properties in the
city.

India has long demanded his ex-

tradition, but Pakistani authorities
denied Mr. Ibrahim was in the coun-
try. Analysts said the extradition of
Mr. Ibrahim, Mr. Saeed and other
powerful militant leaders could
cause a problem for the shaky civil-
ian government of President Asif
Ali Zardari.

“Any such move could have a
huge backlash, particularly from
the Islamic groups,” said a senior of-
ficial. It will also create problems
for the military, which in the past
has patronized Islamic militant
groups.

A major problem for Pakistan
would be how to crack down on
Lashkar-e-Taiba and its parent
group Jamaat-ud Dawa, which has
gained in strength despite being
outlawed in 2002.

Lashkar-e-Taiba is an extremely
secretive organization. Except for
the top leadership, the identity of
its members is not disclosed. Since
its inception in 1990, it is believed
to have produced thousands of
trained and highly motivated fight-
ers.

Unlike other Pakistan-based ji-
hadist organizations, Lashkar-e-
Taiba draws its recruits from uni-
versities and colleges, as well as
from unemployed youths. It is be-
lieved to have links to elements of
Pakistan’s Inter-Service Intelli-
gence, the premier spy agency. The
majority of Lashkar-e-Taiba re-
cruits come from Pakistan’s Punjab
province, where Mr. Kasab is from.

Yousuf Raza Gilani, Pakistan’s
prime minister convened a meeting

of all of the country’s political par-
ties in the capital Tuesday to de-
velop a joint response to the ten-
sions with India, which come amid
revelations that the U.S. provided
some warning to India as recently
as September about a possible ter-
rorist attack launched by sea.

Hasan Gafoor, Mumbai police
commissioner, told a news confer-
ence there was a general warning in
September after the bombing of
the Marriott Hotel in Islamabad
that other hotels could be targeted,
but he said there was nothing spe-
cific. He said the police had been
“sensitizing” hotels, malls and cin-
ema halls about the possibility of a
terrorist attack for months.

He also said the boat the hijack-
ers used before they hijacked the
fishing vessel had started from
Karachi, Pakistan’s biggest city,
and that the terrorists had been
trained for a year or more. They
were trained by ex-army men but
he wouldn’t say which army.

The terrorists all had AK-47s,
pistols, hand grenades and 300
rounds of ammunition. They also
had satellite phones with GPS. They
were organized in five groups of
two men each. The police also
found 5,400 rupees and a handful of
credit cards on the slain terrorists.

In addition to the attacks, there
were five bombs that were found.
The terrorists had placed the
bombs in taxis. “The purpose of the
attack was to cause havoc and kill
as many people as possible,” Mr. Ga-
foor said.
 —Tariq Engineer in Mumbai

and Jackie Range in New Delhi
contributed to this article.
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Arcandor’s CEO to leave
After Bertelsmann,
Middelhoff missed
his goals at retailer

New publisher named to lead
Wall Street Journal Europe

By Cecilie Rohwedder

And Mike Esterl

Thomas Middelhoff, one of Eu-
rope’s most colorful and controver-
sial corporate leaders, will leave his
post as chief executive of German re-
tail and travel group Arcandor AG,
to be succeeded by Deutsche Tele-
kom’s chief financial officer, Karl-
Gerhard Eick, according to several
people familiar with the situation.

Mr. Middelhoff is expected to
leave Arcandor by the end of the
first quarter of next year, people
close to the matter said. In April,
Mr. Middelhoff had extended his
contract, originally due to expire at
the end of this year, to the end of
2009. Deutsche Telekom said Mr.
Eick would depart at the end of Feb-
ruary at his own request. News of
the coming changes at Arcandor
were first reported by the German

publication Manager Magazin.
Mr.Middelhoff,55yearsold,iswell

known in European and American
boardrooms from his time as chief ex-
ecutive of media group Bertelsmann
AG, where he made a name for himself
as a deal maker and early Internet en-
thusiast. Mr. Middelhoff lost
that job in 2002 after clashes
with the owning family.

In his time at Essen-based
Arcandor, Mr. Middelhoff
sold part of the company’s
varied holdings, including a
television sports channel,
several specialty chains and
department stores, as well as
a stake in the German opera-
tions of Starbucks. He used
the proceeds to take full con-
trol of the British travel
group Thomas Cook. But he
never managed to fulfill his promise,
made last year, to raise Arcandor’s
share price to at least Œ40 $(50.38).
Arcandor closed at Œ2.05 on Frank-
furt’s stock exchange Tuesday.

Mr. Middelhoff was mired in con-
troversy almost from the start of his
time at Arcandor. Supporters see
him as a savior of the company,

which was close to bankruptcy
when he joined. Some people close
to the company say Mr. Middelhoff
isn’t being pushed out, but is leav-
ing by mutual agreement to make
room for a long-term successor.

At the same time, many of his
moves came under fire
from industry experts and
financial analysts. Today,
Arcandor is debt-free. But
the retail and mail-order
businesses that long de-
fined the company are still
deeply troubled.

An Arcandor spokes-
man declined to comment
on whether Mr. Middelhoff
would leave early and be
succeeded by Mr. Eick, 54.
But he added that it has
been “an open secret” for

months that Mr. Middelhoff was only
planning to remain with the company
for a short period after his contract
was renewed. The company is ex-
pected to make a formal announce-
ment later this week, after Arcan-
dor’s supervisory board approves the
move. Arcandor declined to make Mr.
Middelhoff available for comment.

Thomas
Middelhoff

LEADING THE NEWS

By Shira Ovide

And Russell Adams

Andrew Langhoff will become
the publisher of The Wall Street
Journal Europe effective Jan. 5, Dow
Jones & Co. announced Tuesday.

Mr. Langhoff, 47 years old, will
lead one of The Wall Street Jour-
nal’s international editions, a prior-
ity for News Corp. Chairman Rupert
Murdoch since he acquired Dow
Jones a year ago. Mr. Langhoff has
been in charge of Ottaway—the U.S.
newspaper chain owned by Dow
Jones—since July. Michael Berg-
meijer, who oversaw the Journal Eu-
rope, is leaving the company.

Patrick Purcell, owner of the Bos-
ton Herald and a former News Corp.
executive, has been named execu-
tive chairman of Ottaway. Mr. Pur-
cell, 61, has held various positions
with News Corp. over the years.

“These appointments signal our
continued desire to invest in all of
our brands around the globe,” Dow
Jones Chief Executive Officer Les
Hinton said in a statement.

Bill Casey, a 28-year veteran of
Dow Jones, is retiring. He has over-
seen The Wall Street Journal Eu-
rope, The Wall Street Journal Asia
and special editions, including the
paper’s edition in Latin America.

Ottaway hired Mr. Langhoff in
2003 as general counsel. Before
joining Ottaway, Mr. Langhoff had
been a courtroom attorney, a busi-
ness executive at Walt Disney
Co.’s Internet operations and the
head of business development for
a digital-video firm.

In 1984, Mr. Murdoch, then
owner of the Boston Herald, named
Mr. Purcell as that paper’s pub-
lisher. In 1994, pressed by media-
ownership regulations to choose be-
tween the newspaper and a Fox-tele-
vision affiliate in Boston, Mr. Mur-
doch sold the Herald to Mr. Purcell.

Mr. Purcell will remain pub-
lisher of the Herald as he takes over
Ottaway, which owns eight daily
and 15 weekly papers in Massachu-
setts, New York, California and
other states. News Corp. unsuccess-
fully sought to sell Ottaway earlier
this year.

Broaden
your horizon
Looking for space to grow? The Port of Antwerp’s Saeftinghe
Development Area and a possible tidal dock will offer rarely
seen opportunities for growth with a surface area of some
2500 acres. Drawing on the superior location, facilities,
expertise and productivity of the Port of Antwerp, the
Saeftinghe Development Area will further strengthen
Antwerp’s position as one of the largest, most efficient
ports in Europe. Expressions of interest are now being
accepted for a wide range of maritime, logistics and
industrial projects. Submissions for the initial market
consultation are due on 31 January 2009.

www.portofantwerp.com/sda
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U.K. funds, REITs offload assets on cheap
Redemptions spark
deals at discounts
and seller financing

By Anita Likus

LONDON—Lack of financing and
a deteriorating U.K. economy are
forcing funds and real-estate invest-
ment trusts to boost cash flow by sell-
ing assets at rock-bottom prices.

The number of whole properties
sold, which includes retail, indus-
trial and office buildings, rose to 933
in the first three quarters compared
with 538 in 2007, according to IPD, a
London research group.

Because of the dearth of financ-
ing, many of the deals are getting
done because the sellers are provid-
ing financing. Many of the buyers are
foreign and some are paying all
equity.

British Land PLC, a large U.K. real-
estate investment trust, sold
£721 million ($1.07 billion) of proper-
ties in the six months that ended
Sept. 30 at an overall discount of
5.7%, according to the company. It
sold the Willis building in the City of
London for £400 million, a 7.9% dis-
count to its March 2008 valuation,

and the Colne Valley Retail Park,
which sold at a 14% discount, the
company reported.

“The continuation of these tough
market conditions will undoubtedly
spark increasing numbers of dis-
tressed sales,” said Simon Silver,
head of development for real-estate
investment trust Derwent London.

The prime sellers will be banks
and funds. Mr. Silver predicts vol-
ume will hit its peak at the end of
2009. “It is interesting that buying
opportunities have not yet pre-
sented themselves to the market,
and we feel that they may not
emerge for another six to 12 months,
as investors and their lending banks
adjust to this new reality.”

Funds are under pressure to sell
property to satisfy redemptions.
Many institutional investors are
seeking to withdraw money before
the values of their property invest-
ments drop further.

According to the Investment Man-
agement Association, the outflow of
money from funds because of re-
demption requests by retail inves-
tors rose to £117.2 million in October
from £48.3 million in the year-ago
month. In October 2006, companies
posted a net inflow of £379.2 million.

Schroders PLC, a global asset-
management firm, said open-ended

retail funds are under the most pres-
sure, while banks have sold only lim-
ited portions of property holdings.

Listed fund manager New Star As-
set Management Group PLC sus-
pended buying and selling for its
New Star International Property
Fund at the end of November to re-
store liquidity to meet redemptions.
Monday, the fund manager unsuc-
cessfully tried to suspend trading in
its shares during talks with lenders.

Launched in June 2007, the fund

has fallen 30% to £470.9 million
from £673.7 million since the end of
September, even though fund man-
agers said it had performed “rela-
tively well amidst the turmoil of the
past year.” They said the suspen-
sion didn’t reflect any performance
problems.

Some distressed portfolios also
have started coming on the market.
Dawnay Day, a financial-services
firm, recently put a package of 211
commercial properties on the block.

The Dawnay Day properties were
put into administration in July after
lender Norwich Union called in more
than £600 million of loans. Dawnay
Day couldn’t be reached for com-
ment, but a representative for the ad-
ministrators, BDO Stoy Hayward,
confirmed that they were in adminis-
tration, but declined to comment
further.

William Hill, head of property at
Schroders, said commercial-prop-
erty values haven fallen 40% to 45%
from their peak in July 2007.

While sellers aren’t happy about
the discounts, they are worried val-
ues may fall further.

“If one must realize a property
quickly, it may be better to sell now,”
said Neville Pritchard, head of U.K.
capital markets at King Sturge, a U.K.
property consultancy.

Harm Meijer, head of property at
J.P. Morgan Chase & Co., said many
property companies are likely to
breach loan covenants, which may re-
sult in defaults, dividend cuts and
forced sales.

He added that while some compa-
nies have prepared for a long slump,
“many are still in denial and underes-
timate the severity of the situation.”

Some observers predict market
conditions will worsen as tenants
fighting the tough economy begin de-
faulting on leases. The problems are
expected to surface first at retail
malls. Christmas season is expected
to be tough, and that could lead to
rent defaults.

This may lead to more sales. “A
lot of property companies will find it
difficult to renew their loans and
hence will want to sell to increase li-
quidity in their portfolios, doubting
their ability to raise sufficient new
debt to replace the finance due for ex-
piry,” Mr. Pritchard said.

But distressed sales may bring
the market back, offering investors
higher returns and more healthy
property prices. Schroders fore-
casts U.K. property markets likely
will see a broad-based recovery in
2010, as values dip to a level that
makes returns seem attractive for
investors.

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

and to terminate discussions with any party at any time.

Located in North Houston
Near George Bush/Intercontinental Airport

9,000 +/- Contiguous Acres

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

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

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

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

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

Property information can be obtained by
visiting our website at:

www.rexrealestatetx.com

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

Walter@svn.com

TOWN FOR SALE
The Historic Town of

Garryowen, MT
and theWorlds Largest Custer

Manuscript Collection.

WWW.TOWN4SALE.COM
406.869.0563 (Matt)

ORLANDO, FLORIDA
3Minutes to DisneyWorld

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

barryhighland@aol.com
or 561-674-0031

FLORIDA TIMBERLAND
OPPORTUNITY

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

Contact JohnWhite or Ralph Long
www.stregispaper.com

St. Regis Paper Co
478-987-9700

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

Where
Real Estate
Professionals
Conduct
Business
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GE offers details on revamp
of financial-services unit

Nokia answers rivals with new handset
Market leader unveils high-end device featuring touch screen, range of Web services to battle iPhone and BlackBerry

Tesco to preserve cash as sales sour
Nokia

A prototype of Nokia’s 
N-97, which will carry 
building landmarks in

3-D on Nokia Maps

By Paul Glader

General Electric Co. sought to re-
assure investors with new details of
how it plans to fund its financial-ser-
vices unit while shrinking the opera-
tion. GE also lowered its financial fore-
cast for the third time this year,
largely because of troubles at the
unit, GE Capital.

Investors reacted warmly, send-
ing GE shares up 14% in the hopes that
the Fairfield, Conn., conglomerate
had laid out a viable plan for the fi-
nance unit. “Lots of other firms are
losing money in the finance space
while GE is talking about still making
money,” said Eric Schoenstein, an ana-
lyst at Jensen Investment Manage-
ment in Portland, Ore., which owns
GE shares.

GE’s presentation eased lingering
speculation that it may seek to break
up or spin off GE Capital, whose role
as a powerhouse of earnings’ growth
has been reversed by funding prob-
lems and loan write-offs. The com-
pany said it plans to make GE Capital
30% of its total portfolio by the end of
next year or early 2010, down from
50% at present and below earlier esti-
mates of 40%.

Keith Sherin, GE’s vice chairman
and chief financial officer, said GE
would exit some financial-services
businesses, such as residential mort-
gages in Europe, while ramping up ar-
eas such as midmarket business
loans, real estate, aircraft leasing and
energy services. “Those businesses
we will invest in and grow,” he said.
“They will be the foundation for GE

Capital going forward.”
GE Capital will be restructured

into three units focused on commer-
cial lending, consumer finance and
corporate restructuring. GE also is
evaluating a $5 billion capital injec-
tion into the unit.

GE reiterated it would reduce its
reliance on commercial paper, or
short-term loans, which ran into prob-
lems during the credit crunch. GE
said it would reduce its commercial
paper outstanding to $50 billion by
the end of next year, from $88 billion
at the end of this September. It is drop-
ping its long-term debt funding to
$354 billion next year as it plans to
double deposits to $81 billion.

Still, GE narrowed its earnings
forecast for the fourth quarter to 50
to 52 cents a share, compared with a
forecast of 50 to 65 cents a share in
September. The new projection antici-
pates losses and restructuring
charges of $1 billion to $1.4 billion.

Looking into next year, the com-
pany said it has made several risk as-
sumptions, including continued dou-
ble-digit delinquency rates in its U.K.
mortgage division, an 8.5% U.S. unem-
ployment rate by year end, declining
airline traffic and at least one airline
bankruptcy.

“GE sees a rebound in 2010, but we
remain cautious,” Steve Tusa, an ana-
lyst at JP Morgan, said in a note.

GE shares rose $2.21 to $17.71 in
late trading Tuesday on the New York
Stock Exchange. GE Capital bonds
rose as well.

 —Doug Cameron and Serena Ng
contributed to this article.

By Lilly Vitorovich

LONDON—Tesco PLC on Tues-
day reported its worst U.K. sales
performance since the 1990s and
slashed its capital-expenditure
plans in an effort to preserve cash,
as the economic downturn contin-
ued to hit retailers hard.

The U.K.’s biggest retailer by
sales held up relatively well as the
nation lurched toward recession,
though it said that sales excluding
fuel from stores open at least a
year grew just 2% in its fiscal third
quarter, which ended Nov. 22. That
compares with 4% growth in the
fiscal second quarter and a 3.7%
rise in the fiscal first half.

Still, that performance was at
the top end of analysts’ forecasts
for growth of between 1.1% and 2%,
and Tesco shares rose 13% to
325.40 pence ($4.82) each on the
FTSE 100. The stock fell sharply
Monday ahead of the results.

Chief Financial Officer Andrew
Higginson said Tesco, the U.K.’s
biggest retailer by sales, is gaining
customers from supermarket ri-
vals Waitrose, Marks & Spencer
Group PLC and J Sainsbury PLC,
thanks largely to its aggressive
price-cutting initiatives and its
new no-frills Discounter range.

Less than three months since
its launch, the Discounter range ac-
counts for 5% of Tesco’s U.K. food
and grocery sales. The range will
be extended over the next few
weeks.

About 300,000 new customers
are shopping at Tesco’s stores
each week, largely thanks to its ag-

gressive price-cutting initiatives,
the company said.

Chief Executive Terry Leahy
said the management is “pleased”
with Tesco’s progress but also “re-
alistic—the current economic cli-
mate, and the strain this is putting
on consumers everywhere, is some-
thing that all businesses are feel-
ing, including ours.”

“We are adjusting the business
to meet the new challenges—focus-
ing on becoming even cheaper for
customers, keeping our costs low
to help us to do this and managing
our balance sheet and cash care-
fully,” Mr. Leahy said.

The CEO said the company is
comfortable with market fore-
casts for its full-year earnings.
Tesco is expected to report a full-
year pretax profit of £2.98 billion
($4.42 billion), up from £2.8 bil-

lion a year earlier, according to
FactSet.

Tesco’s capital expenditure will
fall to less than £4 billion next year
from about £4.5 billion this year as
it plans to open fewer U.K. stores,
instead switching focus to store
openings abroad, particularly
Asia, Mr. Higginson said.

The retailer’s total group sales
rose 12% in the 13 weeks ended
Nov. 22, driven by international
sales, which were up 28%, or 15%
at constant exchange rates. Asian
sales were up 29%, helped by the
acquisition of South Korean dis-
count chain Homever and despite
the depreciation of the won
against sterling, Tesco said.

Tesco spent £2 billion earlier
this year on expansion, buying
Homever and taking full ownder-
ship of its finance unit by purchas-
ing a 50% stake from Royal Bank of
Scotland Group PLC.

Tesco’s U.K. sales growth is
slower than that of some of its ri-
vals. Wal-Mart Stores Inc.’s Asda
last month reported a 6.9% rise in
like-for-like sales, while William
Morrison Supermarkets PLC is ex-
pected Thursday to post growth of
7.3%.

Shore Capital welcomed the
company’s sales performance
given the tough U.K. conditions
and also Tesco’s announcement
that it has adequate financing.
“Given recent market talk, Tesco
has made a robust comment on its
financial position stating that it
can comfortably cover its financ-
ing needs for the next year, after
acquisition spend,” Shore Capital
said.
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By Amol Sharma

Nokia Corp. unveiled an ambi-
tious new smartphone with a touch-
sensitive screen, a slide-out full key-
board, and access to a range of Web-
based software applications, part of
an emerging class of do-it-all mo-
bile devices.

The company introduced the
phone, dubbed the N-97, at an event
in Barcelona Tuesday, but it won’t
ship the device until the first half of
2009. It will sell for Œ550 ($693),
though wireless carriers will likely
discount the retail price. Nokia de-
clined to discuss whether any U.S.
carriers will offer the phone at
launch.

Cellphone manufacturers gener-
ally make trade-offs for aesthetics,
affordability and battery efficiency.
But with fierce competition at the
high end of the consumer market,
there is pressure across the indus-
try to stuff more and more features
into a single device. The N-97 has
the touch screen popularized by Ap-
ple Inc.’s iPhone, a real keyboard
that appeals to users of BlackBerrys
and Nokia’s own E-Series devices,
and fast Wi-Fi Internet access to
complement third-generation
broadband access.

It will also let users customize
their phones—even their home
screen—with small applications
called widgets. The programs,
which will run off the Web rather
than having to be installed on the de-

vice, could include news feeds,
weather updates, games and tie-ins
to social-networking applications
such as Facebook.

“What we are giving consumers
is the opportunity to have their own
personal Internet with them all the
time,” said Jonas Geust, vice presi-
dent of the unit that produces
Nokia’s Nseries phones. Mr. Geust
said the N-97 will be Nokia’s flag-
ship device for 2009.

The N-97 will carry an upgraded
version of Nokia Maps, which the
company released Tuesday. The
new version builds on Nokia’s $8 bil-
lion acquisition this year of digital-
map maker Navteq. It adds more de-
tails such as 3-D building landmarks

and items that improve pedestrian
navigation, like subway entrances
and escalators. It also synchs with
Nokia’s Ovi Web portal, allowing us-
ers to plan trips and routes from
their computer and have them auto-
matically transfer to their phone.

Handset makers are relying on
high-end smartphones to help them
weather an economic downturn that
is expected to lead to an industry-
wide sales slowdown next year of
from 1% to 9%, according to various
estimates. Analysts say phones with
novel hardware or software features
are more likely to lure stingy con-
sumers to upgrade than midtier stan-
dard-feature phones.

Nokia—the largest cellphone

manufacturer, with a 38% global
market share—has been slow to
catch on to some trends in the
emerging consumer-smartphone
category. Its first touch-screen
phone, the Tube, ran into delays and
was released late this year, after ri-
vals such as Samsung Electronics
Co. and LG Electronics Inc. had
been marketing such devices for
months.

The N-97 is the latest in Nokia’s
lineup of ultra high-end Nseries
phones. It packs some state-of-the-
art features, including a five-mega-
pixel camera, DVD-quality video
capture with an output jack that
connects to a television set, and 32
gigabytes of onboard memory ca-

pacity—twice that of the iPhone. It
has a built-in music player and us-
ers get a year of free access to
Nokia’s catalog of four million
tracks.

The results of cramming in so
many features are evident in the
physical design of the device, based
on an early prototype. It is about
30% thicker than the iPhone, though
about on par with the G1 from HTC
Corp. and Google Inc. Its 3.5-inch
screen slides out to reveal the key-
board, tilting upward at a 30-degree
angle so users can more easily see
what they are typing. Like the
iPhone, the N-97 will have a piece of
hardware called an accelerometer
and can sense when the device is be-
ing rotated—a useful feature for
games.

The Web browser aims to opti-
mize content from the Web without
any need for site publishers to make
custom mobile pages, the company
says. “We believe the Internet is as it
is, and we need to support it,” Mr.
Guest said.

Like other touch-screen phones
that have emerged from Research
in Motion Ltd. and Samsung, it
won’t do some of the iPhone’s
tricks. Users can’t zoom in and out
of photos and Web pages by pinch-
ing or spreading two fingers. And,
at least in the early prototype, users
must scroll by touching and drag-
ging a thin scroll bar, rather than
simply flicking the screen up or
down.
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Handy guide so you won’t be all a-Twitter
Free tool keeps users
linked with others;
stay abreast of news

Financing woes force
funds, REITS to sell
at discount. Page 30

Why offshore wind
power will struggle
Blogs.WSJ.com

By Katherine Boehret

I
F YOU’VE heard of Twitter
but don’t exactly know what
it is or how it works, you’re in
good company. In the past
two months a bunch of my

friends, ranging in age from early
20s to late 30s, have asked me about
Twitter.

To clear things
up, I’ve put to-
gether a basic Twit-
ter guide that ex-
plains how to use

it, Twitter lingo, privacy options,
mobile applications that can be
used with the service and problems
that it has. Let’s get started.

n What is it? In short, Twitter is
a free social networking tool that
keeps people connected with one an-
other and with sources of informa-
tion. Twitter users submit updates
about whatever they’re currently
doing, and these updates can’t ex-
ceed 140 text-based characters.

n Lingo: Twitter is the name of
the service. The term twittering de-
scribes the activity of updating a
Twitter account. A tweet is an indi-
vidual Twitter update. Twitterers
are people who use the service.

n Followers, not friends: Social
networking sites like Facebook and
MySpace use the term “friend” to re-
fer to people who are connected with
one another, but Twitterers can sim-
ply follow one another’s messages
by finding a person’s username and
selecting a “Follow” option. This
alerts the person that you’re follow-

ing them, and they can reciprocally
choose to follow you, or not.

n Why use it? While some people
primarilyuseTwittertopost updates
about their activities or comments
on the news, I use the service more as
a follower, allowing me to see quick
snippets of news as it occurs. Most
tweets are written by real people,
while others, such as updates from
news organizations that you’ve se-
lected, are automatically generated.
Many tweets include the addresses
of Web sites with relevant articles
that tell readers more on a topic.

n Where is it? Twitter works on
your Web browser at Twitter.com,
where user updates appear in a sim-
ple list form as they are submitted.
After you’ve signed up and started
following other people, those peo-
ple’s updates, or tweets, will appear
when you log onto Twitter.com us-
ing a username and password.

Twitter also works on mobile
phones, where the 140-character
limit allows messages to be sent and
received via SMS text messaging.
Tweets can also be sent and re-
ceived via email. Users with smart-
phones like BlackBerrys or iPhones
can use one of the many popular mo-
bile applications for accessing Twit-
ter, which offer much richer options
than simple SMS does; I’ll get into
these later.

n Privacy: Unlike other social
networking sites such as Facebook,
Twitter isn’t focused on holding and
sharing personal information about
its members. Indeed, the service op-
erates with a majority (80%, accord-
ing to the company) of users opting
to keep their updates public, that is,
follow-able by anyone, without per-
mission. This openness encourages
people to follow one another or to
see who others are already follow-
ing, and then follow the same people.

However, users can opt to pro-
tect their updates, meaning they
must grant permission for others to
follow them. If you’d like to sign up
for Twitter, but aren’t comfortable
putting your first and/or last name
on the site, you don’t have to; just
tell others your username.

n Twitter page personaliza-
tion: Each user has a Twitter page
showing all of his or her up-
dates, or tweets. (Mine is
twitter.com/kabster728,
and you can follow me.) This
page also shows the number
of people a user follows, how
many people follow her and
how many total updates she
has posted.

Twitterers can customize
their Twitter page by upload-
ing a photo to be used as the
background. The icon repre-
senting each user can also be
personalized, and this is im-
portant because it appears
beside that person’s tweets
onTwitter.com,where followers rec-
ognize and appreciate its familiarity.
Some people, including me, use pic-
tures of themselves as their icons,
while others use random shots.

n Apps/Clients: Twitter works
on any browser, and will also work
on a mobile browser. If you have a
mobile device like the BlackBerry or
iPhone, you may want to download
an app like TwitterFon, Twitter-
Berry, Tweetie, or Twitteriffic. Twit-
tervision, another mobile app, plots
points on maps to show where
tweets originated. Desktop clients
also abound, including Twhirl and
TweetDeck. Twitterfeed will set
your blog to automatically post con-
tent to Twitter.

n @Replies, Direct Messages:
Eachtweet thatappearsinyour Twit-
ter feed can be replied to using a

shortcut arrow that appears beside
the tweet, and these responses to
tweetsare called @Replies. So ifJoe-
Schmo tweets to say he saw the new
James Bond movie and hated it, you
can reply to this with a tweet of your
own that says, “@JoeSchmo I still
adore Daniel Craig.” These @Replies
appear for everyone to see, and must
start with @ plus the username of

whoever you’re responding to.
Direct Messages differ from

@Replies because they can only be
sent between people who are follow-
ing one another. These messages
aren’t posted publicly. They appear
on your Twitter.com page in a right-
side section labeled Direct Mes-
sages and will also be sent to your
mobile device if you have one regis-
tered with Twitter.

n Problems: Twitter’s bare-
bones approach gets to the point
quickly, displaying tweets in a sim-
ple, quick-read format. But the site
is lacking in many areas. It used to
enable searching for people on Twit-
ter, but that capability is currently
down. Now, to search for friends on
Twitter, you must upload your email
contacts from a Web-based mail ser-
vice. The company says it plans to

have people-search working again
by the end of the year. Meanwhile,
search.twitter.com enables key-
word or location searches.

Twitter lacks the ability to sort
tweets according to what the user
wants. If I just want to see tweets
from real people and not those that
are automatically generated, I’m
out of luck. Same goes if I want to

keep certain friends’ tweets
in a prominent place on my
homepage; Twitter has no
way of doing this.

Twitter users aren’t noti-
fied when someone responds
to their tweet with an @Re-
ply. I recently happened to
look at @Replies on my Twit-
ter homepage and found
three from people who fol-
low me (I don’t follow them).

If you’re adding a Web ad-
dress to a tweet and the char-
acters in the URL take up too
muchspace,Twitter willauto-
matically use TinyURL be-

hind the scenes to shrink your long
link into a shorter one when you
press enter. But this only works if
you have enough remaining charac-
ters in your tweet to fit the long ver-
sion of your link. A built-in TinyURL
converter on the page would helpim-
mensely.

Twitter says it’s working to
make @Replies more effective. It
also says it plans to do more with fil-
tering and sorting, so that the Twit-
ter interface is more useful. In the
meantime, Twitter does a good job
of giving people simplified news
about others and the world around
them. If you’re often in a rush, Twit-
ter can be a great resource for fast
information.

Edited by Walter S. Mossberg. Email
mossbergsolution@wsj.com.

By Robert Lee Hotz

San Francisco

Nyla Puccinelli sat patiently at
the crossroads of memory, atten-
tion and aging, while a lab techni-
cian threaded color-coded elec-

trodes into the
mesh cap on her
head. A retired
school teacher,
she’d always had

trouble recalling her students’
names but she worried more now
about her memory and found it
harder to shrug off distractions.

“If I am really concentrating on
something now, I have to turn off the
radio,” Ms. Puccinelli, 69 years old,
said. “There is a lack of concentra-
tion. Because you’re getting older,
you get more concerned about it.”

By recording the electrical activ-
ity of her mind at work, neurologist
Adam Gazzaley at the University of
California at San Francisco was using
her healthy brain as a road map of

mental changes that age brings to us
all. In particular, Dr. Gazzaley and his
colleagues were trying to understand
why aging drives us all to distraction.

At the slightest interruption—an
irritating ring tone, an insistent
email alert or the hushed conversa-
tion in the adjacent office cubicle—
our thoughts can plunge into the
mental underbrush like hounds snuf-
fling after the wrong scent. As scien-
tists document the normal brain
changes at fault, they are highlight-
ing a growing conflict between the
push-me-pull-you demands of mod-
ern multitasking and our waning
powers of concentration. By one esti-
mate, the average office worker is in-
terrupted every three minutes. In-
deed, our inability to ignore irrele-
vant intrusions as we grow older
may arise from a basic breakdown of
internal brain communications in-
volving memory, attention span and
mental focus starting in middle age,
researchers have discovered.

These days, we look for any in-

sight into how aging alters the
brain. “My patients are most wor-
ried about having something go
wrong with their brain as they age,
more than they worry about can-

cer,” says clinical neuropsycholo-
gist Karen Berman at the National
Institute of Mental Health.

By 2050, the world’s population
of those over 60 years old is ex-

pected to exceed the number of
young people for the first time in his-
tory,according to the United Nations
population division, with more than
2 billion people potentially prone to
absent-minded moments of memory
lapse and befuddlement.

“Itisapublic healthissue—theag-
ing mind—but more than that, it is
an individual issue for so many peo-
ple,” says Dr. Gazzaley. “People don’t
want to retire. They want to compete
in the workplace as well as they ever
did, as well as the 20-year-old who
was just hired in the room next to
them. People want their brain to be
the same their whole life.”

No matter what we do, though,
our brains normally shrink as we
age—a man’s faster than a woman’s—
affecting regions associated with
learning and memory. Many genes
linked to brain function in the pre-
frontal cortex also become less ac-
tive, affecting how deftly we can or-
chestrate thoughts and actions. By

Please turn to back page

Alcoa’s influence and footprint in a quickly
changing commodity world is nowhere as
sure-footed as it once was. Page 6

Surveying the brain for origins of the senior moment

NETWORKING: Twitterers are people who use the service.

Adam Gazzaley, a neuroscientist at the University of California, San Francisco, monitors
the brain of a volunteer in an attempt to understand how age erodes concentration.
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It took us 125 years to use
the first trillion barrels of oil.

We’ll use the next trillion in 30.

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

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

ine how well we

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

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

takeoff,millions in thedev
elopingworlda

reenjoyingthe
benefitsofa life

style

that requires inc
reasingamountsofenergy.

In fact, somesaythat in25y
ears the

worldwill consu
meabout 50%moreoil than it do

es today.At the
same time,

manyof theworld
’s oil andgas fie

lds arematuring.Andnew
energydiscover

ies

aremainly occurring i
n places where re

sources are diffi
cult to extract, physical

ly,

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

the result is more competition for the same resources.

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

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

do we

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

nations?What role will ren
ewables and alt

ernative energ
ies play?What is

thebestwaytop
rotectourenviro

nment?Howdoweaccelerate
ourconservatio

n

efforts?Whatever actions
we take, wemust look not just

to next year, bu
t to

the next 50 years.

At Chevron, we
believe that innovation

, collaboration
and conservation are

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

Corporations, g
overnments and every citizen of this planet m

ust be part of

the solution as surely as the
y are part of th

e problem. We call upon scientists

and educators, poli
ticians and policy-makers, environm

entalists, leade
rs of

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

So why should you care?

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

Stock Symbol in millions Latest Points Percentage

AT&T T 32.00 $28.04 1.08 4.01%
Alcoa AA 18.70 9.76 0.45 4.83%
AmExpress AXP 14.40 20.76 1.12 5.70%
BankAm BAC 115.60 14.37 1.52 11.83%
Boeing BA 5.30 40.70 0.82 2.06%
Caterpillar CAT 9.50 38.00 1.42 3.88%
Chevron CVX 17.90 75.54 3.52 4.89%
Citigroup C 315.10 7.22 0.77 11.94%
CocaCola KO 12.80 43.93 –0.40 –0.90%
Disney DIS 18.80 21.46 1.13 5.56%
DuPont DD 11.70 23.60 1.38 6.21%
ExxonMobil XOM 50.80 77.61 3.30 4.44%
GenElec GE 207.30 17.61 2.11 13.61%
GenMotor GM 35.50 4.85 0.26 5.66%
HewlettPk HPQ 19.20 34.27 0.83 2.48%
HomeDpt HD 22.00 21.85 0.87 4.12%
Intel INTC 55.80 13.28 0.72 5.73%
IBM IBM 8.30 79.84 2.94 3.82%
JPMorgChas JPM 76.70 28.53 2.41 9.23%
JohnsJohns JNJ 14.40 56.83 1.50 2.71%
KftFoods KFT 10.80 26.15 0.59 2.31%
McDonalds MCD 9.10 57.05 0.88 1.57%
Merck MRK 14.00 26.68 1.83 7.36%
Microsoft MSFT 68.30 19.15 0.54 2.90%
Pfizer PFE 37.40 16.02 0.74 4.84%
ProctGamb PG 18.40 61.44 0.95 1.57%
3M MMM 11.00 60.86 –1.49 –2.39%
UnitedTech UTX 8.70 46.06 0.44 0.96%
Verizon VZ 18.90 32.13 1.46 4.76%
WalMart WMT 22.70 53.45 0.44 0.83%

Dow Jones Industrial Average P/E: 17
LAST: 8419.09 s 270.00, or 3.31%

YEAR TO DATE: t 4,845.73, or 36.5%

OVER 52 WEEKS t 4,829.64, or 36.5%

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

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

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

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

UBS $392 8.5% 26% 11% 62% …%

JPMorgan 335 7.3% 29% 9% 57% 5%

RBS 323 7.0% 22% 29% 10% 38%

Merrill Lynch 321 7.0% 52% 9% 38% 1%

Goldman Sachs 312 6.8% 49% 4% 43% 3%

Morgan Stanley 265 5.7% 41% 8% 51% 1%

Barclays Capital 234 5.1% 15% 43% 11% 31%

Citi 215 4.6% 20% 17% 59% 3%

Deutsche Bank 202 4.4% 20% 13% 66% 1%

Source: Dealogic

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

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

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

AXA 216 –2 –24 26 Intl Pwr  802 60 52 142

CIR SpA CIE Industriali Riunite 580 –2 –10 –50 Kingfisher  608 60 89 226

mmO2  80 –1 ... ... Marks & Spencer  470 61 50 160

Ciba Hldg  80 ... –5 15 FCE Bk  1654 65 27 444

Fed Rep Germany 37 ... 2 5 Rhodia 1143 77 51 274

Hannover Ruck  81 ... –17 ... GKN Hldgs  829 81 118 463

StatoilHydro  91 ... 3 11 Lafarge 940 85 21 387

Royal & Sun Alliance Ins  114 1 –6 20 ArcelorMittal Fin 1035 85 116 389

Prudential  356 1 6 71 Grohe Hldg 1544 113 370 497

Man Gp  854 1 23 319 Contl AG 1569 305 652 1096

Source: Markit Group

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

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

Royal Bk of Scot U.K. Banks $15.8 0.64 16.79% –82.6% –86.6%

Tesco U.K. Food Retailers & Whlslrs 38.2 3.25 12.99 –32.8 5.1

AXA France Full Line Insurance 40.0 15.25 7.77 –43.5 –42.4

Banco Santander Spain Banks 63.5 6.39 6.50 –53.0 –36.0

Deutsche Telekom Germany Mobile Telecom 61.0 11.00 6.33 –27.9 –21.5

Rio Tinto U.K. General Mining $20.2 12.70 –10.88% –77.0 –49.2

BHP Billiton U.K. General Mining 34.5 10.36 –4.25 –33.7 15.6

Barclays U.K. Banks 18.6 1.53 –3.48 –70.9 –74.1

Soc. Generale France Banks 23.0 30.60 –2.87 –67.6 –68.1

Anglo Amer U.K. General Mining 26.0 12.97 –1.52 –58.4 –30.7

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

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

Banco Bilbao Vizcaya 38.6 8.10 6.30% –52.0% –44.9%
Spain (Banks)
Iberdrola 35.9 5.66 5.40 –49.2 0.6
Spain (Conventional Electricity)
GDF Suez 84.8 30.44 5.26 –20.6 19.7
France (Multiutilities)
L.M. Ericsson Tel B 20.5 56.30 5.23 –26.4 –59.5
Sweden (Telecom Equipment)
Deutsche Bk 17.6 26.10 4.88 –70.2 –69.2
Germany (Banks)
Allianz SE 36.7 63.80 4.87 –53.6 –50.4
Germany (Full Line Insurance)
Intesa Sanpaolo 33.9 2.25 4.40 –58.1 –45.7
Italy (Banks)
Siemens 54.0 46.48 3.87 –54.5 –29.4
Germany (Electronic Equipment)
ArcelorMittal 31.5 17.12 3.66 –63.9 ...
Luxembourg (Iron & Steel)
UBS 33.5 13.76 3.61 –71.8 –75.5
Switzerland (Banks)
ENI 86.6 17.00 3.28 –29.9 –28.7
Italy (Integrated Oil & Gas)
British Amer Tob 49.9 16.51 3.19 –12.2 27.4
U.K. (Tobacco)
ING Groep 16.0 6.04 3.16 –76.8 –79.1
Netherlands (Life Insurance)
Daimler 28.9 23.57 3.13 –65.5 –45.7
Germany (Automobiles)
Nokia 52.6 10.88 3.03 –58.7 –26.8
Finland (Telecom Equipment)
Total 118.5 39.31 2.93 –28.3 –27.1
France (Integrated Oil & Gas)
France Telecom 66.7 20.05 2.82 –23.2 –6.5
France (Fixed Line Telecom)
Royal Dutch Shell 89.6 19.86 2.77 –27.3 –26.2
U.K. (Integrated Oil & Gas)
E.ON 65.2 25.62 2.64 –45.5 –3.3
Germany (Multiutilities)
BP 157.1 5.09 2.57 –13.4 –22.9
U.K. (Integrated Oil & Gas)

BASF 28.7 23.84 2.41% –49.5% –24.9%
Germany (Commodity Chemicals)
UniCredit 29.1 1.72 2.39 –70.0 –67.0
Italy (Banks)
Astrazeneca 53.7 24.75 2.27 9.4 –8.5
U.K. (Pharmaceuticals)
ABB 28.2 14.63 2.16 –53.6 24.6
Switzerland (Industrial Machinery)
Koninklijke Philips 16.4 12.36 2.07 –56.2 –49.9
Netherlands (Consumer Electronics)
Telefonica 94.7 15.82 2.00 –31.8 25.9
Spain (Fixed Line Telecom)
Unilever 38.5 17.68 1.81 –26.4 –8.1
Netherlands (Food Products)
GlaxoSmithKline 95.6 11.21 1.72 –13.0 –22.7
U.K. (Pharmaceuticals)
Bayer 38.3 39.38 1.49 –30.5 13.9
Germany (Specialty Chemicals)
Vodafone Grp 106.6 1.23 1.24 –32.3 –2.4
U.K. (Mobile Telecom)
Assicurazioni Genli 32.5 18.10 0.44 –42.6 –27.3
Italy (Full Line Insurance)
Sanofi-Aventis 72.3 43.24 0.41 –33.0 –38.2
France (Pharmaceuticals)
SAP 41.0 25.89 –0.12 –26.9 –33.5
Germany (Software)
Roche Hldg Pt. Ct. 95.4 163.50 –0.18 –21.9 –20.0
Switzerland (Pharmaceuticals)
BNP Paribas 46.3 39.92 –0.25 –46.1 –41.0
France (Banks)
Nestle 135.8 42.70 –0.37 –20.6 7.8
Switzerland (Food Products)
Credit Suisse Grp 28.6 30.42 –0.59 –54.7 –55.4
Switzerland (Banks)
Diageo 36.8 8.80 –0.62 –17.3 1.9
U.K. (Distillers & Vintners)
Novartis 119.7 54.55 –1.36 –14.2 –20.9
Switzerland (Pharmaceuticals)
HSBC Hldgs 123.9 6.90 –1.43 –14.4 –25.5
U.K. (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -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 1.87 97.03% 0.01% 1.91 1.18 1.49

Eur. High Volatility: 10/1 4.78 89.77 0.02 4.79 2.16 3.20

Europe Crossover: 10/1 9.37 87.39 0.06 9.39 5.74 7.74

Asia ex-Japan IG: 10/1 3.84 92.40 0.02 6.63 1.99 3.63

Japan: 10/1 3.28 92.18 0.02 3.65 1.58 2.42

 Note: Data as of December 1

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

In percentage points

6.00

4.50

3.00

1.50

0

t
Asia ex-Japan IG

t

Australia

2008
June July Aug. Sept. Oct. Nov.

Index roll

Source: Markit Group

BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Toyota counters sales slump
by curbing output in Japan

Alcoa aims for new start
Chinalco alliance
serves as wild card
for metals producer

U.S. airlines shrink capacity

German car sales drop;
Italian group calls for aid

By Yoshio Takahashi

TOKYO—Toyota Motor Corp. said
it will suspend some domestic produc-
tion for two days this month amid a
slump in global demand for new vehi-
cles. The Japanese auto maker also re-
duced winter bonuses for its man-
agers by an average of 10%.

The output cuts in Japan are the
first by Toyota, the nation’s biggest
car maker by volume, in response to
the economic slump. The move also
follows a reduction in its sales pro-
jections and net-profit forecasts for
the fiscal year through March.

Toyota said it will halt produc-
tion on Dec. 24 and 25 of its luxury
Lexus brand at the Tahara plant and
all output at the Miyata plant run by
its Toyota Motor Kyushu Inc. subsid-
iary, which manufactures models
such as the Lexus RX and the Toyota
Kluger sport-utility vehicles.

Toyota is one of several Japa-
nese car makers cutting production
in the second half through March,
with auto makers world-wide suffer-

ing from faltering sales in major
markets as the credit crunch deters
consumers from buying cars.

Last month Toyota lowered its
global production projection for the
fiscal year to 7.92 million vehicles
from its August forecast of 8.44 mil-
lion, revising down sales projec-
tions for all regions except the Mid-
dle East.

Toyota’s efforts to slash output
partly affect operations at its truck-
making subsidiary, Hino Motors
Ltd. The truck maker said sepa-
rately that it will stop all output at
its Hamura plant in Tokyo on Dec.
25. It builds Toyota-brand sport-util-
ity vehicles and trucks as well as its
own brand trucks.

Meanwhile, Toyota said it cut
winter bonuses for its 8,700 man-
agers by an average of 10% from last
year. The reduction in bonuses
comes after the car maker more
than halved its net profit forecast
for its fiscal year to 550 billion yen
($5.9 billion) from 1.25 trillion yen
last month.
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A worker at an Alcoa facility in Iowa. One possible advantage of an Alcoa boost in
ties to Chinalco would be shifting production to the companies’ cheaper facilities.

Cost cuts helped Tata Steel’s net
more than triple in 2nd quarter

CORPORATE NEWS

By Robert Guy Matthews

Alcoa Inc. of the U.S. was count-
ing on obtaining some discarded alu-
minum assets cast off from a
merged BHP Billiton and Rio Tinto,
but that deal crumbled and left the
aluminum maker with few strong op-
tions to improve its prospects amid
one of the worst aluminum markets
in decades.

Alcoa is already scrambling to
cut capacity and wants to sell some
of its assets, but neither of those op-
tions addresses the company’s fun-
damental hurdle: It is a higher-cost
producer when compared with its
nimbler and better-funded rivals
Rio Tinto Alcan and Russia’s United
Co. Rusal.

“I don’t think they have good op-
tions,” said John Tumazos, an ana-
lyst with Very Independent Re-
search, referring to Alcoa. “They
need to idle more smelters than
they have cut.”

Alcoa is in no danger of failing or
going into bankruptcy court. But its
influence in the commodity world is
nowhere as sure as it once was.

“Everybody understands the cur-
rent economic situation in the
world, brings certain steps,” said Al-
coa spokesman Kevin Lowery. “In
the interim, we are taking steps to
reduce costs and taking steps to po-
sition ourselves so we will be stron-
ger than competitors. That is what
we are focusing on.”

So far, Alcoa is keeping a lid on
its options. But there are some big
steps that the company could pur-
sue.

For one, Alcoa could deepen its
existing relationship in a variety of
ways with its partner Aluminum
Corp. of China, also known as Chi-
nalco. The two currently own a 9%
stake in Rio Tinto that they jointly

purchased for $14 billion in January.
The stake is valued at about 80%
less since BHP’s planned takeover of
Rio collapsed last month.

Alcoa could increase its existing
stake, betting on a rise in commod-
ity prices. It also could sell its stake,
which could bring about $200 mil-
lion in cash to its coffers.

Chinalco and Alcoa also could
combine into a single company.
Such a deal, while in no way an easy
task because it would result in Chi-
nese ownership of a key U.S. com-
pany, could work for both sides. A
combined Alcoa and Chinalco would
make it one of the biggest producers
of aluminum and both alumina and
bauxite, necessary ingredients for
the production of aluminum.

In addition, a combined com-
pany would be able to better ratio-
nalize expensive smelters and other
production facilities in Europe, the
U.S. and China, leaving just the low-

est-cost facilities to compete with
Rio Tinto and UC Rusal.

Mr. Tumazos also said Alcoa’s
sagging stock price, which is hover-
ing near $10, makes the company a
fairly inexpensive purchase. “Chi-
nalco could buy Alcoa for about $8
billion plus a premium,” he said.
“That is less than it paid for a stake
in Rio.”

Alcoa said it doesn’t comment on
market speculation.

The aluminum maker has been in
touch with Rio lately. It is a long
shot, but Alcoa could buy some alu-
minum assets from its rival. Rio is
looking to pay down some of its
debt from when it bought the alumi-
num assets from Alcan in the first
place.

But Rio Tinto executives
knocked down that idea. “What
would be in it for us,” said Robin
Walker, a spokesman for Rio.

By Ann Keeton

Falling fuel prices could help the
U.S. airline industry turn a profit in
2009, but most carriers are making
cuts in passenger capacity to deal
with a slowdown in business and lei-
sure travel.

Delta Air Lines Inc. said it would
shed 8% to 10% of available domes-
tic seats next year and cut interna-
tional flights by 3% to 5%. Delta is al-
ready reducing U.S. capacity by 12%
this year as it and other airlines
trim unprofitable routes. On the in-
ternational front, Delta’s cutback is
a reversal from its average annual
capacity growth of 15% to 20% over
the past few years.

Southwest Airlines Co. plans to
trim its flight schedule between 4%
and 5% in January, reflecting an ex-
pected slowdown in passenger traf-
fic. “We saw bookings slow in No-
vember,” said Gary Kelly, South-
west’s chief executive, speaking at
the Credit Suisse Global Airline Con-
ference in New York Tuesday.

Capacity cuts can come from ei-
ther reducing the number of flights
or flying smaller planes with fewer
seats.

Delta, which merged this year
with Northwest Airlines to become

the world’s largest airline by passen-
ger traffic, now has the flexibility to
cut or reallocate flights around the
world, said Ed Bastian, president of
Delta, at the conference. He said glo-
bal economic worries won’t affect
Delta’s outlook for financial syner-
gies from the merger, including a
$500 million benefit in 2009.

United Airlines said that since oil
prices have fallen from a high of
$147 a barrel in July to less than $50
a barrel, its current plans to cut ca-
pacity by 11% this year should suf-
fice, according to Kathryn Mikells,
chief financial officer of the airline,
a unit of UAL Corp. As with other car-
riers, United will lose money this
year on out-of-the-money fuel
hedges. By next year, the airline ex-
pects to turn a profit if fuel prices
stay about where they are now, Ms.
Mikells said.

U.S. airlines in recent years
haven’t had money to invest in new,
more-fuel-efficient aircraft, which
actually makes it easier for them to
cut flights if they need to, said Ger-
ald Laderman, senior vice president
of finance at Continental Airlines
Inc. “You hate to ground a plane if
you’re still paying for it,” he said.

While United is grounding 100
older aircraft and hasn’t placed or-

ders for new planes, other carriers
are planning to replace older, fuel-
guzzling models. Mr. Laderman said
Continental has arranged backstop
financing with Boeing Co. for air-
craft it plans to purchase in the near
term. Current tight credit markets
are making aircraft financing diffi-
cult now, Mr. Laderman said. “It’s as
challenging as any time I’ve seen,”
he said.

On Monday, Continental re-
ported that November passenger
revenue rose by about 1.5%, less
than analysts had forecast. Jamie
Baker from J.P. Morgan wrote in a re-
search note that the Houston airline
could report a wider-than-expected
fourth-quarter loss. But he has an
“overweight” rating on Continen-
tal’s stock because he says Continen-
tal and some other U.S. airlines are
poised to benefit from significantly
lower fuel costs next year, even if
ticket sales decline.

Southwest’s Mr. Kelly, mean-
while, said that shrinking U.S. com-
petition will provide growth op-
portunities for Southwest, al-
though the low-cost carrier has no
immediate plans to seize them. He
said competing airlines have cut
capacity by 15% to 20% this year in
Southwest’s markets.

By Jan Hromadko

German new-car registrations
fell 18% last month to around
233,800 vehicles amid lackluster
consumer confidence, the Associa-
tion of International Motor Vehicle
Manufacturers, said Tuesday.

Adjusted for the number of work-
ing days, new-car registrations
were down 10% from November
2007, continuing a streak of weak re-
sults in recent months. New-car reg-
istrations, which mirror car sales,
had already slumped 8.2% in Octo-
ber and more than 10% for each of
September and August.

For the first eleven months of
the year, new-car registrations in
Europe’s largest automobile mar-
ket were down 1.5% from a year ear-
lier, at 2.86 million vehicles. The as-
sociation warned that this year
will be the worst for new registra-
tions since 1990 as demand for
cars has suffered amid concerns
about the economy.

Also on Tuesday, Italian automo-
tive-research group Centro Studi
Promotor said that without govern-
ment help, new-car registrations
in the country are likely to fall dras-
tically next year.

At a news conference in Bolo-
gna, the group’s chairman, Gian
Primo Quagliano, said he expects
new-car registrations to reach only
1.85 million vehicles next year,
down 14% from its estimate for
2008 and a 26% drop from last year.

The chairman urged the Italian
government to approve a Œ2.5 bil-
lion, or roughly $3 billion, package
aimed at boosting demand for new
cars, which he said would help
push up sales to 2.05 million vehi-
cles next year.

Italy’s Infrastructure Ministry
said Monday that new-car registra-
tions in the country dropped 30%
last month.
 —Rosario Murgida and

Giada Zampano
contributed to this article.

By Raghavendra Upadhyaya

And John Satish Kumar

MUMBAI—Tata Steel Ltd. of In-
dia, part of the Tata Group, Tuesday
said its consolidated net profit for
the fiscal second quarter ended
Sept. 30 more than tripled on the
year, driven by its core steel busi-
ness and cost-reduction measures.

Net profit for the July-Septem-
ber quarter was 47.04 billion rupees
($943.2 million), compared with
14.9 billion rupees a year earlier.
Net sales increased 36% to
441.99 billion rupees.

B. Muthuraman, Tata Steel man-
aging director, said factors that
boosted profit included good cost
controls and integration benefits
from the company’s Corus opera-
tion in Europe.

The results were sharply higher
than the market expected. Mumbai-
based brokerage Motilal Oswal Secu-
rities had estimated second-quarter
consolidated net profit at 33.38 bil-
lion rupees.

The consolidated numbers also
include the financial performance
of Tata Steel’s units in Singapore
and Thailand and Anglo-Dutch steel
producer Corus.

Mr. Muthuraman said that to
weather the global economic slow-
down, Tata Steel is taking steps to re-
duce costs and is postponing new ex-
pansion plans, although the com-
pany will go ahead with its plan to
expand steel capacity at its Jam-
shedpur facility by three million
metric tons by the end of 2010. It
had earlier targeted completion for
early 2011, Mr. Muthuraman said.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.91% 9 World -a % % 155.10 0.32% –48.7% 6.02% 11 U.S. Select Dividend -b % % 535.85 1.97% –38.3%

3.12% 11 Global Dow 1011.00 –1.49% –43.0% 1356.57 –1.18% –51.2% 4.99% 12 Infrastructure 1206.70 –0.90% –34.8% 1453.55 –0.59% –44.2%

4.60% 8 Stoxx 600 197.20 1.70% –45.7% 187.29 2.68% –53.2% 2.83% 4 Luxury 548.60 –1.05% –50.2% 587.65 –0.74% –57.3%

4.69% 8 Stoxx Large 200 215.70 1.75% –45.1% 203.76 2.73% –52.7% 10.48% 8 BRIC 50 241.90 –2.54% –55.2% 291.44 –2.24% –61.7%

3.94% 9 Stoxx Mid 200 166.60 1.49% –47.5% 157.34 2.47% –54.8% 3.87% 3 Africa 50 590.10 –2.72% –45.2% 473.22 –2.42% –53.1%

4.49% 8 Stoxx Small 200 99.40 1.34% –51.0% 93.83 2.31% –57.8% 6.14% 5 GCC % % 1514.20 –1.99% –41.8%

4.75% 8 Euro Stoxx 215.40 2.42% –47.6% 204.53 3.41% –54.8% 4.58% 9 Sustainability 648.10 –0.69% –42.2% 696.99 0.43% –50.1%

4.83% 8 Euro Stoxx Large 200 232.50 2.60% –47.6% 219.42 3.59% –54.8% 3.13% 9 Islamic Market -a % % 1338.78 0.49% –44.1%

4.15% 9 Euro Stoxx Mid 200 191.90 1.58% –46.5% 181.08 2.55% –53.9% 3.38% 9 Islamic Market 100 1467.50 –0.56% –28.9% 1599.71 0.56% –38.6%

4.90% 8 Euro Stoxx Small 200 112.30 1.53% –49.5% 105.84 2.51% –56.5% 6.68% 5 Islamic Turkey -c % % % %

9.00% 5 Stoxx Select Dividend 30 1162.00 1.26% –61.2% 1264.54 2.23% –66.5% 3.06% 11 Wilshire 5000 % % 8248.59 1.49% –44.1%

6.92% 7 Euro Stoxx Select Div 30 1336.10 3.38% –58.0% 1459.70 4.38% –63.8% % DJ-AIG Commodity 126.50 –2.14% –23.3% 116.78 –1.20% –33.9%

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

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

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

Australia 1.5564 2.3258 1.2927 0.1899 0.0558 0.2216 0.0166 0.3916 1.9798 0.2658 1.2511 ...

 Canada 1.2440 1.8589 1.0332 0.1518 0.0446 0.1771 0.0133 0.3130 1.5824 0.2124 ... 0.7993

 Denmark 5.8559 8.7505 4.8635 0.7146 0.2099 0.8336 0.0626 1.4732 7.4487 ... 4.7073 3.7624

 Euro 0.7862 1.1748 0.6529 0.0959 0.0282 0.1119 0.0084 0.1978 ... 0.1343 0.6320 0.5051

 Israel 3.9750 5.9398 3.3014 0.4851 0.1425 0.5658 0.0425 ... 5.0562 0.6788 3.1953 2.5539

 Japan 93.5250 139.7544 77.6753 11.4135 3.3530 13.3133 ... 23.5283 118.9638 15.9711 75.1809 60.0898

 Norway 7.0250 10.4974 5.8344 0.8573 0.2519 ... 0.0751 1.7673 8.9357 1.1996 5.6471 4.5135

 Russia 27.8930 41.6804 23.1659 3.4040 ... 3.9706 0.2982 7.0171 35.4798 4.7632 22.4220 17.9212

 Sweden 8.1943 12.2447 6.8056 ... 0.2938 1.1664 0.0876 2.0614 10.4231 1.3993 6.5870 5.2648

 Switzerland 1.2041 1.7992 ... 0.1469 0.0432 0.1714 0.0129 0.3029 1.5316 0.2056 0.9679 0.7736

 U.K. 0.6692 ... 0.5558 0.0817 0.0240 0.0953 0.0072 0.1684 0.8512 0.1143 0.5379 0.4300

 U.S. ... 1.4943 0.8305 0.1220 0.0359 0.1423 0.0107 0.2516 1.2720 0.1708 0.8039 0.6425

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 348.25 –0.50 –0.14% 816.00 345.00
Soybeans (cents/bu.) CBOT 827.00 –19.00 –2.25 1,649.00 799.50
Wheat (cents/bu.) CBOT 528.50 0.50 0.09% 1,275.00 515.25
Live cattle (cents/lb.) CME 84.950 –0.775 –0.90 117.650 83.800
Cocoa ($/ton) ICE-US 2,170 6 0.28 3,228 1,884
Coffee (cents/lb.) ICE-US 111.90 –1.65 –1.45 181.60 110.10
Sugar (cents/lb.) ICE-US 11.62 –0.03 –0.26 15.85 9.89
Cotton (cents/lb.) ICE-US 46.33 –0.70 –1.49 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,603.00 –25 –1.54 2,737 1,335
Cocoa (pounds/ton) LIFFE 1,479 unch. unch. 1,670 992
Robusta coffee ($/ton) LIFFE 1,980 15 0.76 2,747 1,580

Copper (cents/lb.) COMEX 160.05 –3.05 –1.87 398.40 152.50
Gold ($/troy oz.) COMEX 783.30 6.50 0.84 1,045.00 688.00
Silver (cents/troy oz.) COMEX 961.50 23.50 2.51 2,122.50 851.00
Aluminum ($/ton) LME 1,702.00 –23.00 –1.33 3,340.00 1,702.00
Tin ($/ton) LME 12,000.00 –545.00 –4.34 25,450 11,200
Copper ($/ton) LME 3,558.00 –66.00 –1.82 8,811.00 3,470.00
Lead ($/ton) LME 1,065.00 –25.00 –2.29 3,460.00 1,065.00
Zinc ($/ton) LME 1,161.00 –25.00 –2.11 2,840.00 1,095.00
Nickel ($/ton) LME 9,700 –200 –2.02 33,600 9,000

Crude oil ($/bbl.) NYMEX 46.96 –2.32 –4.71 148.35 46.85
Heating oil ($/gal.) NYMEX 1.5832 –0.0319 –1.98 4.3193 1.5823
RBOB gasoline ($/gal.) NYMEX 1.0583 –0.0529 –4.76 3.5770 1.0239
Natural gas ($/mmBtu) NYMEX 6.424 –0.180 –2.73 14.546 0.117
Brent crude ($/bbl.) ICE-EU 47.64 –2.41 –4.82 150.48 47.52
Gas oil ($/ton) ICE-EU 497.25 –15.50 –3.02 1,366.50 491.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Dec. 2
Per In

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

Argentina peso-a 4.3216 0.2314 3.3975 0.2943

Brazil real 3.0566 0.3272 2.4030 0.4161

Canada dollar 1.5824 0.6320 1.2440 0.8039
1-mo. forward 1.5819 0.6321 1.2437 0.8041

3-mos. forward 1.5795 0.6331 1.2418 0.8053
6-mos. forward 1.5753 0.6348 1.2385 0.8074

Chile peso 851.29 0.001175 669.25 0.001494
Colombia peso 2952.44 0.0003387 2321.10 0.0004308

Ecuador US dollar-f 1.2720 0.7862 1 1
Mexico peso-a 17.2691 0.0579 13.5763 0.0737

Peru sol 3.9566 0.2527 3.1105 0.3215
Uruguay peso-e 30.464 0.0328 23.950 0.0418

U.S. dollar 1.2720 0.7862 1 1
Venezuela bolivar 2.73 0.366117 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9798 0.5051 1.5564 0.6425
China yuan 8.7603 0.1142 6.8870 0.1452

Hong Kong dollar 9.8604 0.1014 7.7519 0.1290
India rupee 63.6954 0.0157 50.0750 0.0200

Indonesia rupiah 15328 0.0000652 12050 0.0000830
Japan yen 118.96 0.008406 93.53 0.010692

1-mo. forward 118.76 0.008420 93.37 0.010710
3-mos. forward 118.49 0.008439 93.15 0.010735

6-mos. forward 118.05 0.008471 92.81 0.010775
Malaysia ringgit-c 4.6294 0.2160 3.6395 0.2748

New Zealand dollar 2.3995 0.4167 1.8864 0.5301
Pakistan rupee 99.725 0.0100 78.400 0.0128

Philippines peso 62.869 0.0159 49.425 0.0202
Singapore dollar 1.9470 0.5136 1.5307 0.6533

South Korea won 1862.84 0.0005368 1464.50 0.0006828
Taiwan dollar 42.599 0.02347 33.490 0.02986
Thailand baht 45.201 0.02212 35.535 0.02814

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

Euro zone euro 1 1 0.7862 1.2720

1-mo. forward 1.0004 0.9996 0.7865 1.2715

3-mos. forward 1.0009 0.9991 0.7869 1.2708

6-mos. forward 1.0010 0.9990 0.7870 1.2707

Czech Rep. koruna-b 25.733 0.0389 20.230 0.0494

Denmark krone 7.4487 0.1343 5.8559 0.1708

Hungary forint 261.72 0.003821 205.76 0.004860

Norway krone 8.9357 0.1119 7.0250 0.1423

Poland zloty 3.8586 0.2592 3.0335 0.3297

Russia ruble-d 35.480 0.02819 27.893 0.03585

Slovak Rep. koruna 30.2698 0.03304 23.7970 0.04202

Sweden krona 10.4231 0.0959 8.1943 0.1220

Switzerland franc 1.5316 0.6529 1.2041 0.8305

1-mo. forward 1.5283 0.6543 1.2015 0.8323

3-mos. forward 1.5229 0.6566 1.1973 0.8352

6-mos. forward 1.5169 0.6592 1.1925 0.8386

Turkey lira 2.0208 0.4948 1.5887 0.6294

U.K. pound 0.8512 1.1748 0.6692 1.4943

1-mo. forward 0.8509 1.1752 0.6690 1.4948

3-mos. forward 0.8504 1.1759 0.6686 1.4957

6-mos. forward 0.8494 1.1772 0.6678 1.4975

MIDDLE EAST/AFRICA
Bahrain dinar 0.4795 2.0856 0.3769 2.6529

Egypt pound-a 7.0310 0.1422 5.5275 0.1809

Israel shekel 5.0562 0.1978 3.9750 0.2516

Jordan dinar 0.9003 1.1108 0.7078 1.4129

Kuwait dinar 0.3501 2.8565 0.2752 3.6335

Lebanon pound 1917.54 0.0005215 1507.50 0.0006634

Saudi Arabia riyal 4.7719 0.2096 3.7515 0.2666

South Africa rand 13.2205 0.0756 10.3935 0.0962

United Arab dirham 4.6722 0.2140 3.6731 0.2722

SDR -f 0.8586 1.1647 0.6750 1.4814

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 8 EUROPE DJ Stoxx 600 197.20 3.29 1.70% –45.9% –45.7%

 8 DJ Stoxx 50 2065.39 35.73 1.76 –43.9% –44.0%

 8 Euro Zone DJ Euro Stoxx 215.35 5.10 2.43 –48.1% –47.6%

 9 DJ Euro Stoxx 50 2354.13 65.74 2.87 –46.5% –45.7%

 5 Austria ATX 1736.57 26.07 1.52 –61.5% –60.3%

 6 Belgium Bel-20 1814.15 28.36 1.59 –56.0% –55.6%

 7 Czech Republic PX 821.4 –21.5 –2.55% –54.7% –53.2%

 9 Denmark OMX Copenhagen 236.03 0.15 0.06 –47.4% –47.7%

 8 Finland OMX Helsinki 5398.12 110.33 2.09 –53.5% –53.4%

 7 France CAC-40 3152.90 72.47 2.35 –43.8% –43.2%

 10 Germany DAX 4531.79 137.00 3.12 –43.8% –42.0%

 … Hungary BUX 12564.31 122.02 0.98 –52.1% –50.5%

 2 Ireland ISEQ 2515.99 9.31 0.37 –63.7% –63.4%

 6 Italy S&P/MIB 19102 366 1.95 –50.5% –50.4%

 4 Netherlands AEX 241.34 5.84 2.48 –53.2% –51.5%

 5 Norway All-Shares 251.76 4.08 1.65 –55.8% –55.0%

 17 Poland WIG 27008.15 403.19 1.52 –51.5% –52.2%

 9 Portugal PSI 20 6170.22 –42.05 –0.68 –52.6% –53.1%

 … Russia RTSI 618.26 –13.58 –2.2% –73.0% –72.0%

 7 Spain IBEX 35 8834.7 324.2 3.81% –41.8% –43.8%

 15 Sweden OMX Stockholm 194.66 7.41 3.96 –44.7% –44.6%

 11 Switzerland SMI 5537.59 10.01 0.18 –34.7% –35.9%

 … Turkey ISE National 100 24425.48 93.70 0.39 –56.0% –54.8%

 8 U.K. FTSE 100 4122.86 57.37 1.41 –36.1% –34.7%

 10 ASIA-PACIFIC DJ Asia-Pacific 82.50 –3.81 –4.41 –47.8% –49.4%

 … Australia SPX/ASX 200 3528.2 –153.0 –4.16 –44.3% –46.0%

 … China CBN 600 15074.82 64.09 0.43 –63.6% –59.1%

 9 Hong Kong Hang Seng 13405.85 –702.99 –4.98 –51.8% –53.6%

 10 India Sensex 8739.24 –100.63 –1.14 –56.9% –55.3%

 … Japan Nikkei Stock Average 7863.69 –533.53 –6.35 –48.6% –49.2%

 … Singapore Straits Times 1639.18 –51.05 –3.02 –52.7% –53.2%

 11 South Korea Kospi 1023.20 –35.42 –3.35 –46.1% –46.6%

 10 AMERICAS DJ Americas 205.14 2.29 1.13 –45.6% –45.2%

 … Brazil Bovespa 35034.17 293.67 0.85 –45.2% –44.8%

 11 Mexico IPC 19573.43 40.35 0.21 –33.7% –34.6%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of December 1, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

4.00% 10 ALL COUNTRY (AC) WORLD* 205.51 –6.61%–49.0% –49.6%

3.90% 10 World (Developed Markets) 830.33 –7.01%–47.7% –48.5%

3.50% 11 World ex-EMU 98.04 –7.17%–45.8% –46.6%

3.70% 11 World ex-UK 829.52 –6.88%–47.1% –47.7%

5.00% 8 EAFE 1,115.62 –4.50%–50.5% –51.6%

4.30% 8 Emerging Markets (EM) 513.39 –2.58%–58.8% –58.7%

5.70% 8 EUROPE 67.97 –6.01%–46.7% –47.4%

6.30% 7 EMU 121.56 –6.12%–56.5% –56.9%

5.60% 8 Europe ex-UK 73.77 –5.24%–47.1% –47.6%

7.90% 6 Europe Value 75.71 –6.49%–50.0% –50.8%

3.60% 10 Europe Growth 59.29 –5.56%–43.2% –44.0%

5.50% 7 Europe Small Cap 100.53 –4.45%–53.3% –54.5%

4.40% 4 EM Europe 168.91 –5.38%–64.9% –63.6%

5.80% 6 UK 1,204.60 –5.14%–37.3% –37.0%

5.60% 8 Nordic Countries 95.30 –6.44%–53.8% –54.4%

3.40% 3 Russia 407.05 –6.72%–72.9% –71.7%

4.70% 10 South Africa 538.80 –2.99%–24.4% –27.1%

5.20% 8 AC ASIA PACIFIC EX-JAPAN 225.77 –0.74%–57.4% –57.9%

2.80% 10 Japan 510.83 –0.91%–45.7% –47.5%

3.50% 9 China 37.86 2.54%–55.7% –57.6%

1.90% 9 India 338.29 –2.32%–60.4% –57.7%

2.80% 7 Korea 292.61 –2.06%–43.4% –43.4%

8.80% 7 Taiwan 169.86 1.40%–49.1% –49.5%

3.00% 14 US BROAD MARKET 877.73 –9.25%–45.0% –45.4%

2.50% 37 US Small Cap 1,049.91 –11.39% –47.1% –47.6%

3.80% 8 EM LATIN AMERICA 1,874.10 –7.59%–57.4% –56.9%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Staples earnings shrink by 43%
Sales of furniture,
computers decline
as consumers retreat

CORPORATE NEWS

By Andria Cheng

Staples Inc., the largest U.S. of-
fice-supplies chain, said its fiscal
third-quarter profit dropped 43%,
hurt by customers cutting back on
purchases of furniture, computers
and business machines.

Still, the results were better than
Wall Street expected. Staples shares
were up 88 cents, or 5.8%, at $16 in
afternoon trading on the Nasdaq
Stock Market.

Net income shrank to $156.7 mil-
lion, or 22 cents a share, in the quar-
ter ended Nov. 1 from $274.5 million,

or 38 cents a share, a year earlier,
when it took a $38 million charge for
a lawsuit settlement.

Sales rose 34% to $6.95 billion,
but would have declined 3% to $5 bil-
lion, excluding the effect of the com-
pany’s acquisition last year of rival
Corporate Express. Excluding costs
related to the acquisition, profit in
the latest quarter would have been
42 cents a share, Staples said.

The worsening economy both in
the U.S. and Europe have led Sta-
ples’ business and retail customers
to postpone purchases that aren’t
considered urgent. Average order
size has declined along with store
traffic, the company said.

Staples, however, has opportuni-
tiesto gain share from its smaller and
weaker rivals Office Depot Inc. and
OfficeMax Inc., analysts said.
“Trends are really challenging right

now,” said Joe Feldman, an analyst at
Telsey Advisory Group. “Businesses
are just not spending as much. They
spend on an as-needed basis. This is a

very direct and honest management.
They are operating as well as they
can in this environment.”

North American delivery sales,
consisting mostly of sales to business
clients, rose 61% to $2.8 billion but
would have fallen 1% to $1.7 billion ex-
cluding the Corporate Express pur-

chase.Existing customers are spend-
ing less in durable categories such
as furniture and business machines,
the company said.

“We were impressed by relative
strength of North American deliv-
ery in this challenging climate for
businesses,” said Standard & Poor’s
analyst Michael Souers. “The inte-
gration of Corporate Express should
further entrench [Staples] as the
market leader in this space.”

North American retail sales fell
6% to $2.6 billion, and comparable-
store sales fell 8%. Including $886
million of Corporate Express sales,
international sales more than dou-
bled to $1.6 billion. Excluding Corpo-
rate Express, overseas sales de-
clined 1%. Comparable-store sales
in Europe decreased 6%, hurt also
by weakness in average order size
and customer traffic.

By Jessie Ho

TAIPEI—Advanced Semiconduc-
tor Engineering Inc. cut its fourth-
quarter earnings outlook.

ASE’s warning Tuesday came a
day after Taiwan Semiconductor
Manufacturing Co., the world’s big-
gest contract chip maker by revenue,
said it expects fourth-quarter reve-
nue and operating profit margin to be
lower than earlier expectations.

The chip firms’ warnings high-
light that semiconductor firms
haven’t been immune to a slowdown
in demand for electronic products
stemming from the global economic
crisis. The news sent shares in major
Asian chip firms sharply lower.

“I expect more chip companies to
follow suit soon,” said Jack Lu, an ana-
lyst at ABN Amro in Taipei. “No one
can escape the swirl when a giant like
TSMC slashes its business outlook.”

ASE, the world’s largest chip-test-
ing and packaging company by reve-

nue, said it now expects its fourth-
quarter revenue to fall in the range of
25% to 28% from 25.81 billion New
Taiwan dollars (US$774.3 million) in
the third quarter. In October ASE pre-
dicted a 15% to 20% decline. The com-
pany also said its operating margin
will likely slip to 14% to 15% in the
fourth quarter from 15.1% in the third
quarter.

“Market conditions in the fourth
quarter by far did look worse than
the company had expected,” said ASE
Assistant Vice President Freddie Liu.

Prior to the warning, ASE shares
fell 6.6% to end at NT$10.60 in Taipei,
while Siliconware Precision Indus-
tries Co. plunged by the 7% daily
limit to close at NT$24.75. Silicon-
ware Precision said the company is
maintaining its fourth-quarter reve-
nue forecast for now.

TSMC shares declined by their
daily limit of 7% to NT$37.95. Smaller
peer United Microelectronics Corp.
fell 7% to NT$7.44. UMC maintained
the fourth-quarter forecast it made
at the end of October.

Late Monday, TSMC cut its reve-
nue forecast for the October-Decem-
ber period to between NT$63 billion
and NT$65 billion from NT$69 bil-
lion to NT$71 billion. The Hsinchu-
based chip maker also cut its gross
profit margin forecast for the fourth
quarter to between 30% and 32%
from 34% to 36%, and its operating
profit margin forecast to 17% to 19%
from 21% to 23%.

It was the first time TSMC cut its
earnings forecast in seven years and
comes as rival chip makers in Asia.

 —Vincent Lee in Singapore
contributed to this article.

Source: Thomson Reuters Datastream

Asian chip makers
Six-month performance:
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Staples’ customers
are postponing
purchases they don’t
consider urgent.

Taiwan chip firm
lowers forecast
for 4th quarter
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KBL Key America USD US EQ LUX 11/28 USD 324.77 –46.2 –45.8 –22.0
KBL Key East Europe EU EQ LUX 11/28 EUR 1224.47 –63.9 –62.7 –33.2
KBL Key Eur Sm Cie EU EQ LUX 11/28 EUR 648.62 –52.7 –52.9 –30.3
KBL Key Europe EU EQ LUX 11/28 EUR 521.58 –40.9 –41.5 –22.1
KBL Key Far East AS EQ LUX 11/28 USD 834.85 –56.3 –56.9 –23.4
KBL Key Major Em Mkts GL EQ LUX 11/28 USD 329.13 –64.6 –63.8 –25.1
KBL Key NaturalRes EUR OT EQ LUX 11/28 EUR 356.52 –42.6 –41.4 –15.6
KBL Key NaturalRes USD OT EQ LUX 11/28 USD 344.27 –50.2 –49.4 –17.0

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 11/28 USD 32.01 –57.2 –56.8 –23.3
LG Asian Plus AS EQ CYM 11/21 USD 34.29 –59.8 –59.5 –20.3
LG Asian SmallerCo's AS EQ BMU 12/01 USD 47.42 –70.2 –70.4 –40.2
LG India EA EQ MUS 11/28 USD 28.70 –69.3 –67.1 –28.2
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 12/01 EUR 2.47 –72.5 –71.8 NS
Parex Eastern Europ Bd EU BD LVA 12/01 USD 8.72 –36.2 –36.0 –17.5
Parex Russian Eq EE EQ LVA 12/01 USD 8.43 –73.5 –71.9 –37.3
Parex Ukrainian Eq EU EQ LVA 12/01 EUR 2.10 –79.5 –79.4 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 12/02 USD 99.17 –58.0 –59.0 –22.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 12/02 USD 95.26 –58.4 –59.4 –23.6
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 12/01 CHF 123.90 1.6 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 12/01 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 12/01 EUR 139.56 –72.8 –71.6 –40.6
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 12/01 EUR 376.21 4.1 3.5 0.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 12/01 EUR 295.44 4.1 3.5 0.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 12/01 EUR 124.18 –5.3 –5.8 –3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 12/01 EUR 90.53 –5.3 –5.8 –3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 12/01 EUR 90.12 –37.1 –37.4 –22.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 12/01 EUR 58.29 –37.1 –37.4 –22.0
PF (LUX)-EUR Liq-Pca EU MM LUX 12/01 EUR 134.30 3.4 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 12/01 EUR 100.32 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 12/01 USD 172.13 –14.2 –13.8 –4.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 12/01 USD 122.73 –14.2 –13.8 –4.2
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 12/02 USD 194.37 –54.6 –55.9 –15.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 12/02 USD 169.97 –67.9 –66.0 –26.7
PF (LUX)-Jap Index-Pca JP EQ LUX 12/02 JPY 7449.38 –47.6 –49.3 –29.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 12/02 JPY 6780.65 –49.4 –52.5 –34.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 12/02 JPY 6622.00 –49.7 –52.8 –34.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 12/02 JPY 3597.41 –47.8 –50.3 –33.5
PF (LUX)-Pacif Idx-Pca AS EQ LUX 12/02 USD 140.71 –55.9 –57.0 –22.0
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 12/01 USD 64.16 –42.5 –43.5 –20.5
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 12/01 USD 517.38 9.6 9.6 7.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 12/01 USD 390.90 9.6 9.6 7.4

PF (LUX)-USD Liq-Pca US MM LUX 12/01 USD 130.07 2.4 2.8 3.7
PF (LUX)-USD Liq-Pdi US MM LUX 12/01 USD 87.68 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 12/01 USD 153.68 4.4 3.6 5.0
PF (LUX)-WldGovBds-Pdi GL BD LUX 12/01 USD 130.05 4.4 3.6 4.9
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 12/01 USD 45.35 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 12/02 USD 12.65 –24.9 –28.2 –16.1

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 12/01 EUR 618.04 NS NS NS
Euro Fixed Income A EU BD IRL 12/01 EUR 1142.05 –8.6 –9.1 –6.2
Euro Fixed Income B EU BD IRL 12/01 EUR 1211.32 –8.1 –8.6 –5.7
Euro Small Cap A EU EQ IRL 12/01 EUR 861.64 –51.1 –51.9 –32.1
Euro Small Cap B EU EQ IRL 12/01 EUR 917.00 –50.8 –51.6 –31.7
Eurozone Agg Eq A EU EQ IRL 12/01 EUR 475.16 –50.4 –50.8 NS
Eurozone Agg Eq B EU EQ IRL 12/01 EUR 678.49 –50.1 –50.5 –26.7
Glbl Bd (EuroHdg) A GL BD IRL 12/01 EUR 1181.44 –8.7 –8.7 –4.5
Glbl Bd (EuroHdg) B GL BD IRL 12/01 EUR 1245.88 –8.1 –8.1 –3.9
Glbl Bd A EU BD IRL 12/01 EUR 1026.14 1.8 1.6 –1.9
Glbl Bd B EU BD IRL 12/01 EUR 1085.40 2.3 2.2 –1.3
Glbl Real Estate A OT EQ IRL 12/01 USD 560.13 –55.9 –58.3 –35.7
Glbl Real Estate B OT EQ IRL 12/01 USD 573.73 –55.7 –58.1 –35.3
Glbl Real Estate EH-A OT EQ IRL 12/01 EUR 539.62 –54.0 –56.4 –35.6
Glbl Real Estate SH-B OT EQ IRL 12/01 GBP 50.97 –53.6 –55.8 –34.6
Glbl Strategic Yield A EU BD IRL 12/01 EUR 1093.03 –26.9 –26.8 –13.7
Glbl Strategic Yield B EU BD IRL 12/01 EUR 1162.10 –26.4 –26.4 –13.2
Japan Equity A JP EQ IRL 12/01 JPY 9914.00 –46.7 –48.7 –29.8
Japan Equity B JP EQ IRL 12/01 JPY 10498.00 –46.4 –48.4 –29.4
PacBasn (Ex-Jap) Eq A AS EQ IRL 12/01 USD 1182.30 –55.3 –55.6 –22.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 12/01 USD 1253.38 –55.1 –55.4 –22.4
Pan European Eq A EU EQ IRL 12/01 EUR 699.91 –48.5 –49.2 –26.7
Pan European Eq B EU EQ IRL 12/01 EUR 741.28 –48.3 –49.0 –26.3
US Equity A US EQ IRL 12/01 USD 594.33 –48.8 –49.0 –24.4
US Equity B US EQ IRL 12/01 USD 632.25 –48.5 –48.7 –24.0
US Small Cap A US EQ IRL 12/01 USD 857.89 –50.1 –50.5 –27.4
US Small Cap B US EQ IRL 12/01 USD 913.16 –49.8 –50.2 –27.0

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 12/02 JPY 40.58 –54.7 –56.2 –33.7
Choice NthAmChance/Risk US EQ LUX 12/02 USD 2.61 –50.1 –50.0 –26.2
Europe 2 Fd EU EQ LUX 12/02 EUR 0.69 –52.2 –52.5 –29.3
Europe 3 Fd EU EQ LUX 12/02 GBP 2.59 –45.0 –43.8 –20.5
Global Chance/Risk Fd GL EQ LUX 12/02 EUR 0.48 –38.3 –38.9 –21.6
Global Fd GL EQ LUX 12/02 USD 1.54 –48.0 –48.8 –24.1
Intl Mixed Fd -C- NO BA LUX 12/02 USD 20.87 –37.4 –38.2 –16.8
Intl Mixed Fd -D- NO BA LUX 12/02 USD 14.72 –37.4 –38.2 –15.7
Wireless Fd OT EQ LUX 12/02 EUR 0.10 –49.5 –49.4 –23.5

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 12/02 EUR 10.91 6.8 7.0 NS
Currency Alpha EUR -RC- OT OT LUX 12/02 EUR 10.87 6.4 6.5 NS
Currency Alpha SEK -ID- OT OT LUX 12/02 SEK 105.78 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 12/02 SEK 113.82 NS NS NS
Generation Fd 80 OT OT LUX 12/02 SEK 6.17 –34.7 –35.2 NS
Nordic Focus EUR NO EQ LUX 12/02 EUR 50.34 –49.1 NS NS
Nordic Focus NOK NO EQ LUX 12/02 NOK 56.16 NS NS NS
Nordic Focus SEK NO EQ LUX 12/02 SEK 56.16 –43.6 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 12/02 USD 1.28 –47.1 –46.7 –25.1
Ethical Global Fd GL EQ LUX 12/02 USD 0.56 –49.1 –50.1 –25.5
Ethical Sweden Fd NO EQ LUX 12/02 SEK 27.17 –39.0 –40.4 –19.3
Europe Fd EU EQ LUX 12/02 USD 1.47 –58.6 –59.1 –24.7
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 12/02 SEK 13.13 5.1 4.7 3.0
Medical Fd OT EQ LUX 12/02 USD 2.61 –32.2 –33.6 –14.3
Short Medium Bd Fd SEK NO MM LUX 12/02 SEK 9.12 2.8 3.1 2.9
Technology Fd OT EQ LUX 12/02 USD 1.43 –49.7 –49.4 –23.8
World Fd GL EQ LUX 12/02 USD 1.51 –43.7 –44.9 –17.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 12/02 EUR 1.27 1.8 2.1 2.2
Short Bond Fd SEK NO MM LUX 12/02 SEK 21.46 2.3 2.6 2.7
Short Bond Fd USD US MM LUX 12/02 USD 2.49 1.7 2.0 3.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 12/02 SEK 10.19 –0.2 –0.3 0.3
Alpha Bond Fd SEK -B- NO BD LUX 12/02 SEK 9.15 –0.2 –0.3 0.3
Alpha Bond Fd SEK -C- NO BD LUX 12/02 SEK 25.54 –0.3 –0.5 0.1
Alpha Bond Fd SEK -D- NO BD LUX 12/02 SEK 8.51 –0.3 –0.5 0.1
Alpha Short Bd SEK -A- NO MM LUX 12/02 SEK 10.76 2.5 2.8 2.8
Alpha Short Bd SEK -B- NO MM LUX 12/02 SEK 10.09 2.5 2.8 2.8
Alpha Short Bd SEK -C- NO MM LUX 12/02 SEK 21.07 2.4 2.7 2.7
Alpha Short Bd SEK -D- NO MM LUX 12/02 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 12/02 SEK 40.78 7.9 7.9 4.4
Bond Fd SEK -D- NO BD LUX 12/02 SEK 12.23 6.7 6.7 3.8
Corp. Bond Fd EUR -C- EU BD LUX 12/02 EUR 1.09 –7.4 –8.1 –4.7
Corp. Bond Fd EUR -D- EU BD LUX 12/02 EUR 0.85 –7.8 –8.5 –5.0
Corp. Bond Fd SEK -C- NO BD LUX 12/02 SEK 10.56 –12.5 –13.1 –7.0
Corp. Bond Fd SEK -D- NO BD LUX 12/02 SEK 8.30 –12.3 –12.9 –7.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 12/02 EUR 101.30 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 12/02 EUR 101.06 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 12/02 SEK 114.72 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 12/02 SEK 1058.46 NS NS NS
Flexible Bond Fd -C- NO BD LUX 12/02 SEK 20.66 4.7 4.9 3.6
Flexible Bond Fd -D- NO BD LUX 12/02 SEK 11.69 4.7 4.9 3.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 12/02 SEK 78.87 –25.7 –26.1 –13.2
Global Hedge I SEK -D- OT OT LUX 12/02 SEK 72.08 –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 12/02 SEK 15.95 –52.2 –53.1 –25.8
Europe Chance/Risk Fd EU EQ LUX 12/02 EUR 756.61 –55.5 –55.6 –31.8

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 12/01 USD 13.82 –58.2 –60.2 –12.5
Eq. Pacific A AS EQ LUX 12/01 USD 5.99 –56.7 –57.8 –18.9

n SGAM Fund
Bonds CHF A CH BD LUX 12/01 CHF 27.92 7.0 5.6 1.6
Bonds ConvEurope A EU BD LUX 12/01 EUR 28.43 –2.2 –1.7 2.3
Bonds Eur Corp A EU BD LUX 12/01 EUR 20.43 –6.9 –7.4 –4.5
Bonds Eur Hi Yld A EU BD LUX 11/28 EUR 13.59 –35.9 –35.8 –20.8
Bonds EURO A EU BD LUX 11/28 EUR 39.02 5.6 4.8 2.3
Bonds Europe A EU BD LUX 11/28 EUR 37.74 5.5 4.5 2.0
Bonds US MtgBkSec A US BD LUX 12/01 USD 24.96 –1.1 –2.0 1.3
Bonds US OppsCoreplus A US BD LUX 12/01 USD 30.71 –2.4 –2.4 1.4
Bonds World A GL BD LUX 11/28 USD 37.33 0.4 –1.0 4.1
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 12/01 JPY 638.46 –51.8 –53.4 –33.7
Eq. Japan Sm Cap A JP EQ LUX 12/01 JPY 893.70 –47.6 –50.3 –39.5
Eq. Japan Target A JP EQ LUX 11/26 JPY 1485.42 –26.6 –26.6 –16.3
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3

Eq. UK A UK EQ LUX 12/01 GBP 9.07 –46.8 –46.1 –27.1
Eq. US ConcenCore A US EQ LUX 11/28 USD 15.79 –41.2 –40.9 –19.6
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 11/28 EUR 27.04 4.0 4.3 4.0
Money Market USD A US MM LUX 11/28 USD 15.71 2.6 3.0 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 12/02 EEK 105.70 –60.6 –61.7 –36.5
New Europe Small Cap EUR EE EQ EST 12/02 EEK 50.66 –63.7 –64.2 –38.3
Second Wave EUR EE EQ EST 12/02 EEK 91.46 –66.7 –65.6 –33.5

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 12/02 JPY 7985.00 –52.4 –54.7 –35.4
YMR-N Japan Fund JP EQ IRL 12/02 JPY 8724.00 –49.8 –52.3 –31.4
YMR-N Low Price Fund JP EQ IRL 12/02 JPY 11759.00 –48.5 –51.5 –32.5
YMR-N Small Cap Fund JP EQ IRL 12/02 JPY 5837.00 –52.9 –56.0 –37.7
Yuki Mizuho Gen Jpn III JP EQ IRL 12/02 JPY 3976.00 –57.2 –58.4 –36.0
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 12/02 JPY 4256.00 –56.2 –58.4 –38.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 12/02 JPY 5652.00 –54.9 –56.2 –36.9
Yuki Mizuho Jpn Gen JP EQ IRL 12/02 JPY 7399.00 –51.8 –54.3 –33.4
Yuki Mizuho Jpn Gro JP EQ IRL 12/02 JPY 5742.00 –53.5 –55.7 –35.9
Yuki Mizuho Jpn Inc JP EQ IRL 12/02 JPY 7369.00 –43.8 –46.1 –27.9
Yuki Mizuho Jpn Lg Cap AS EQ IRL 12/02 JPY 4635.00 –50.9 –52.7 –31.9
Yuki Mizuho Jpn LowP JP EQ IRL 12/02 JPY 10323.00 –43.0 –46.9 –27.3
Yuki Mizuho Jpn PGth JP EQ IRL 12/02 JPY 7053.00 –57.0 –58.5 –36.0
Yuki Mizuho Jpn SmCp JP EQ IRL 12/02 JPY 5678.00 –55.2 –58.3 –36.6
Yuki Mizuho Jpn Val Sel AS EQ IRL 12/02 JPY 4705.00 –49.9 –51.7 –33.0
Yuki Mizuho Jpn YoungCo AS EQ IRL 12/02 JPY 2306.00 –59.7 –62.5 –49.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 12/02 JPY 3910.00 –55.8 –56.8 –36.3
Yuki 77 General JP EQ IRL 12/02 JPY 5415.00 –52.9 –54.9 –34.2
Yuki 77 Growth JP EQ IRL 12/02 JPY 5542.00 –54.8 –57.3 –37.4
Yuki 77 Income AS EQ IRL 12/02 JPY 4770.00 –43.1 –44.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/02 JPY 5812.00 –50.1 –51.9 –33.8
Yuki Chugoku Jpn Gro JP EQ IRL 12/02 JPY 4760.00 –52.8 –54.5 –32.3
Yuki Chugoku JpnLowP JP EQ IRL 12/02 JPY 7458.00 –42.8 –46.6 –25.5
Yuki Chugoku JpnPurGth JP EQ IRL 12/02 JPY 4352.00 –50.3 –53.1 –33.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 12/02 JPY 6196.00 –51.8 –53.8 –34.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/02 JPY 4223.00 –52.1 –53.8 –33.2
Yuki Hokuyo Jpn Inc JP EQ IRL 12/02 JPY 4969.00 –41.1 –43.3 –27.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/02 JPY 4289.00 –50.3 –53.7 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 12/02 JPY 4160.00 –57.1 –59.0 –37.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 12/02 JPY 4121.00 –53.8 –55.9 –35.9

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 12/02 JPY 4708.00 –50.8 –54.9 –34.0

Continued from previous page

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 10/31 EUR 1034.84 –24.5 –25.8 –8.5

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 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 11/28 USD 490.79 –72.4 –71.5 –44.3

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 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 JEY 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 JEY 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 11/28 EUR 1279.60 2.3 2.7 9.1
Winton Evolution GBP GL OT VGB 11/28 GBP 1259.30 3.2 3.8 10.3
Winton Evolution JPY GL OT VGB 11/28 JPY 113320.39 –1.4 –1.2 5.4
Winton Evolution USD GL OT CYM 11/28 USD 1250.56 2.0 2.4 9.5
Winton Futures EUR GL OT VGB 11/28 EUR 202.48 19.3 19.5 19.1
Winton Futures GBP GL OT VGB 11/28 GBP 217.54 20.7 21.1 20.7
Winton Futures JPY Lead Series 2 GL OT VGB 11/28 JPY 14633.09 16.3 16.1 16.1
Winton Futures USD GL OT VGB 11/28 USD 718.62 18.6 18.9 19.5

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

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

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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Unicredit SpA

Italy’s largest bank, Unicredit
SpA, said Tuesday it will suspend
mortgage-payment requirements
for 12 months without penalties for
homeowners in financial difficulty.
Unicredit said 260,000 homeown-
ers whose income was below
Œ25,000 ($31,485) at the time they
took out their mortgages would be
eligible for the relief in case of job
loss, divorce for couples with chil-
dren, or the death of a titleholder.
The eligible pool comprises 30% of
Unicredit’s mortgages, the bank
said. Italy has entered a recession,
and with the economic slowdown
hitting some of the country’s most
important industries, including
tourism and autos, economists are
expecting layoffs to rise sharply.

Sears swings to a loss,
considers store closings
Retailer abandons
year-end forecast,
citing weak economy

Metrocavesa SA

Spanish real-estate company
Metrovacesa SA’s main share-
holder, Grupo Sanahuja, said Tues-
day it had reached a debt-for-equity
deal with creditor banks, who will
take a 54% stake in Metrovacesa —
the latest sign of how deep Spanish
real-estate’s downturn is going. The

family agreed to cede the Metrovac-
esa’s shares as it struggles to ser-
vice its debts. Grupo Sanahuja has
more than Œ4 billion ($5 billion) of
debt, much of it generated by the
building of the family’s 80.6% stake
in Metrovacesa. Sanahuja’s main
creditors include Banco Santander
SA, Banco Espanol de Credito SA,
Banco Bilbao Vizcaya Argentaria
SA , Banco Popular Espanol SA, La
Caixa and Caja Madrid, according
to a person close to the situation.

Alcatel-Lucent SA

Chinese cellphone contract
is valued at $230 million

Alcatel-Lucent SA unveiled a
$230 million contract to upgrade
China Telecom Corp.’s mobile-phone
network, ahead of an expected invest-
ment boom from the award of third-
generation licenses in China. China
Telecom plans to invest 80 billion
yuan, or about $11.5 billion, in the
next three years to update its CDMA
mobile-technology network. The con-
tract award Tuesday suggests that
France’s Alcatel-Lucent is well
placed to garner a share of China Tele-
com’s future spending, albeit in the
face of tough competition from Chi-
nese gear companies ZTE Corp. and
Huawei Technologies Co. Alcatel-Lu-
cent said it is supplying base stations
to deploy the network across 56 cit-
ies in nine Chinese provinces by year
end. They can be upgraded to sup-
port 3G services in the future.

Bouygues SA

French building-to-broadcasting
conglomerate Bouygues SA re-
ported an 8.9% rise in third-quarter
net profit, thanks to higher revenue,
and confirmed its full-year revenue
forecast. Net profit for the quarter
ended Sept. 30 increased to Œ501 mil-
lion ($631 million) from Œ460 mil-
lion a year earlier. Last month, the
company reported a 10% rise in third-
quarter revenue to Œ8.81 billion. In
the first nine months of 2008, net
profit grew to Œ1.2 billion from Œ1.12
billion in 2007. Nine-month profit
climbed across all of Bouygues’s five
main divisions except broadcaster
Télévision Française 1 SA, which
posted a decline on slowing activity
and higher costs. Bouygues doesn’t
provide a divisional breakdown of
profits for the third quarter. The
company said it still targets 2008
revenue of Œ32.5 billion.

—Compiled from staff
and wire service reports.

Livzon Pharmaceutical Group

Livzon Pharmaceutical Group
Inc. has become the first Chinese
company to gain regulatory ap-
proval to buy back its B shares, rais-
ing hopes that a long-awaited re-
vamp of the market for the foreign-
currency-denominated stocks
would happen soon. But analysts
said the timing isn’t ripe for the re-
form as many companies don’t
have the cash for buybacks, and
China’s securities regulator is
likely to be deterred by the need to
support the much larger A-share
market. Livzon said in June that it
intended to buy back about 10 mil-
lion B shares at no more than 16
Hong Kong dollars (US$2.06) each.
The company said Tuesday that it
was approved to buy back up to
HK$160 million (US$20.6 million)
worth of its Hong Kong dollar-de-
nominated B shares.

Edison SpA

Edison SpA, one of Italy’s largest
energy companies, said Tuesday it
won the tender for Egypt’s Abu Qir
natural-gas field in a deal valued at
$3.1 billion, allowing it to reach its gas
supply targets. Edison said it will pay
Egyptian General Petroleum Corp.
$1.41 billion for the exploration, pro-
duction and development of the off-
shore Abu Qir field. The Milan-based
company said it estimates necessary
investments at about $1.7 billion.
“With this important contract, Edi-
son will meet its medium-term target
of covering 15% of Edison Group’s gas
needs through its own production,”
Chief Executive Umberto Quadrino
said in a statement. The CEO added
the field will allow the company to in-
crease its own hydrocarbon reserves.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

By Miguel Bustillo

Sears Holdings Corp. said it may
close more stores to reduce costs as
a steeper-than-expected quarterly
loss threatened its ability to
weather the economic downturn.

Sears Holdings, the marriage of
Sears and Kmart arranged by Wall
Street hedge fund billionaire Ed-
ward S. Lampert three years ago,
posted a net loss of $146 million, or
$1.16 a share—more than twice the
loss analysts had predicted. It
earned $4 million, or three cents a
share, a year ago. Revenue for the fis-
cal third-quarter quarter ended
Nov. 1 declined 7.8% to $10.7 billion,
from $11.6 billion a year ago.

Blaming the depressed housing
market for a drop in its appliance
business, and slowing consumer
spending for declining purchases of
household goods, the Hoffman Es-
tates, Ill.-based retailer reported
that U.S. same-store sales, or sales
at stores open at least a year,
dropped 9% from a year earlier. It’s a
bigger decline than most other re-
tailers have suffered.

Sears Holdings raised the possi-
bility of closing more Sears and
Kmart stores in months to come, on
top of the 22 store closings it re-
cently confirmed. Citing “severe
conditions in the economy,” it with-
drew an earlier estimate that earn-
ings for the second half of the fiscal
year ending Jan. 31 would top re-
sults of the same period last year.

The forecast, because it was
based on store sales remaining flat

or declining modestly compared
with a year ago, is no longer valid,
W. Bruce Johnson, Sears’s interim
chief executive, said in a statement.
Mr. Johnson has been running the
company, which operates roughly
3,900 Sears and Kmart stores in the
U.S. and Canada, since former CEO
Aylwin Lewis stepped down in Janu-
ary following disappointing holi-
day sales.

Sears Holdings has started ag-
gressively promoting its wares on-
line this year, and said it has seen a
sales boost this holiday season be-
cause of its layaway plans, which
have been popular with credit-
strapped consumers. Most layaway
sales won’t be officially counted un-
til this month, when consumers pay
off purchases closer to Christmas,
company officials noted.

The company also continues to
rebuild its management ranks. It an-
nounced Tuesday that it had hired
Scott Freidheim, formerly a chief ad-
ministrative officer at Lehman
Brothers Holdings Inc., as execu-
tive vice president of its operating
and support businesses; Nick Coe, a
former senior president of merchan-
dising at Gap Inc.’s Banana Repub-
lic, to head its Lands’ End wing; and
Mark de Bruin, most recently an ex-
ecutive vice president at Rite Aid
Corp., to lead its pharmacy division.

Still, Tuesday’s dismal earnings
report prompted retail analysts
and consultants to criticize the lack
of a cohesive growth strategy for
Sears Holdings under Mr. Lampert,
who is chairman. Some questioned
how much longer the venerable re-
tailer can survive when its loss of
market share to nimbler rivals such
as Wal-Mart Stores Inc., Home De-
pot Inc. and Kohl’s Corp. appears to
be accelerating.

Under Mr. Lampert, Sears Hold-
ings has slashed capital spending
to reduce costs, leaving some
stores in poor repair. Mr. Lampert
has played down the importance of
improving same-store sales, which
experts consider a vital indicator
of retailer health, and aggressively
spent the company’s cash on repur-
chasing stock.

One of Sears’s harshest critics,
Howard Davidowitz, chairman of
Davidowitz & Associates Inc., a re-
tail consultancy, charged Mr.
Lampert with making strategic blun-
ders that have undermined the com-
pany. “Their prices have become
noncompetitive,” said Mr. Davidow-
itz. Mr. Lampert and other company
officials declined to comment be-
yond the Tuesday earnings release,
a spokesman said.

Sears Holdings posted weaker than expected results and said it may close more
stores. Idella Coleman looked at decorations at a Sears store in Illinois last month.

Ssangyong Motor Co.

Ssangyong Motor Co. on Tues-
day said it asked its Chinese parent,
SAIC Motor Corp., to inject emer-
gency funds into the cash-strapped
car maker. But it was unclear
whether the funds would be coming,
as SAIC Motor said Tuesday it hadn’t
received any request for funds.
“SAIC will support Ssangyong’s fur-
ther development,” an SAIC official
said. “However, we have [not] heard
of this...capital-injection request.” A
Ssangyong official said Tuesday that
the company had asked SAIC Motor,
which owns 51.3% of the Korean auto
maker, to inject emergency funds to
be used in developing new cars.
Ssangyong Motor plans to launch a
new small sport-utility vehicle and
other new models starting next year.

Alitalia SpA

The relaunch of Italian airline Ali-
talia SpA by a group of Italian busi-
nessmen will be delayed until after
Christmas to prevent travel disrup-
tions during the peak holiday season,
Italy’s industry minister said Tues-
day. He did not specify a date when Ali-
talia will officially operate under the
CAI investor consortium’s ownership,
but the administrator overseeing the
airline’s bankruptcy said he would en-
sure Alitalia keeps flying until Jan. 12.
“With all the problems we’ve had, this
is definitely the least of them,” said In-
dustry Minister Claudio Scajola. The
Italian government has been trying to
sell loss-making Alitalia for more
than two years. The deal with CAI was
initially set to be wrapped up by Nov.
30, but it was delayed until Dec. 12 for
technical reasons.

Thomas Cook Group PLC

Despite an increase in revenue,
travel company Thomas Cook Group
PLC posted a 9% drop in net profit for
its fiscal full year because of higher
costs on both its operations and its fi-
nances. In the year ended Sept. 30
net profit fell to £64 million ($95 mil-
lion) from £70.3 million a year ear-
lier, while revenue was up 12% at
£8.81 billion. The bottom line was hit
by finance costs of £85 million, above
the year-earlier £7.9 million, as well
as higher personnel and operating ex-
penses. The year-earlier numbers
are calculated as if the merger of
Thomas Cook AG and MyTravel
Group PLC, which was completed in
June 2007, had been in effect
throughout the whole fiscal year.

Deutsche Post AG

A state court said the former
chief executive of Germany’s Deut-
sche Post AG will go on trial next
month on charges of evading
roughly Œ1 million ($1.26 million) in
taxes through a foundation in Liecht-
enstein. Prosecutors in the city of
Bochum have charged Klaus Zum-
winkel with avoiding taxes from
2002 to 2006 through his Devotion
Family Foundation. Mr. Zumwinkel
resigned from his position earlier
this year after the prosecutors
opened an investigation. He is the
highest-profile suspect in a series of
tax-evasion investigations by Ger-
man citizens using banks in the
small tax haven of Liechtenstein.
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FirstRand Ltd.

South African financial-services
company FirstRand Ltd. warned that
net profit for its fiscal first half could
fall by as much as 33% and said it has
abandoned plans to enter the Brazil-
ian vehicle-finance market. The Jo-
hannesburg-based company, which
has a market capitalization of 82.47
billion rand ($7.85 billion), said earn-
ings for the six months ending Dec. 31
could decline by 25% to 33% from 1.21
rand a share a year earlier, while fis-
cal full-year earnings per share could
fall by 8% to 23% from 2.18 rand.

Teva Pharmaceutical Industries

The European Commission Tues-
day extended its antitrust probe
into Teva Pharmaceutical Indus-
tries Ltd.’s proposed takeover of fel-
low generic-drug maker Barr Phar-
maceuticals Inc. by 10 working days
because of commitments offered by
Teva. The commission, the Euro-
pean Union’s executive arm,
wouldn’t specify what the commit-
ments were, but these usually in-
clude divestments in areas of over-
lap or high market-concentration.
Israel-based Teva is buying New Jer-
sey-based Barr for about $7.46 bil-
lion in an effort to boost its position
in emerging markets and to expand
its product portfolio. The new dead-
line to clear the deal is Dec. 22.

Volvo AB

Truck maker Volvo AB said its
truck and construction-equipment
divisions will temporarily halt pro-
duction during the fourth quarter
because of weakening demand.
“The group’s order intake has
dropped substantially in several
markets,” Chief Executive Leif Jo-
hansson said. “Demand in Europe
has slowed abruptly and the U.S.
market has continued to decline
from its already low level. Emerging
markets in Eastern Europe and
parts of Asia have also deteriorated
rapidly, as has South America re-
cently.” The announcement comes
after German truck maker MAN AG
last month extended its planned pro-
duction shutdown over Christmas
because of a drop in demand. Volvo
AB isn’t affiliated with car maker
Volvo, a unit of Ford Motor Co.
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By Merissa Marr

Sumner Redstone’s family hold-
ing company, National Amuse-
ments Inc., is sitting on a trove of
cash and near-term liquid assets of
about $500 million after its latest
deal to exit from Midway Games
Inc. But it isn’t out of the woods yet:
Negotiations to restructure its debt
are moving slowly, and a deal looks
increasingly unlikely this year, say
people familiar with the situation.

National Amusements is in nego-
tiations with its banks to restruc-
ture $1.6 billion of debt after breach-
ing the terms of its loans as the
stock market cratered. Half that
debt is due to be repaid in the mid-
dle of this month, but the discus-
sions have a long way to go, and that
date will in all likelihood be ex-
tended, according to these people.

At the core of the discussion is a
debate about which assets National
Amusements will have to sell to pare
its towering debt. Mr. Redstone has
said he doesn’t want to sell stock in
Viacom Inc. or CBS Corp., the media
companies he controls.

The discussion is currently fo-
cused on the sale of some of the Red-
stone family’s movie theaters and a
stake in WMS Industries Inc., which
sells slot machines. The two sides
are exploring a longer schedule for
such sales that could extend be-
tween one and two years to allow
valuations to recover.

The sale of Mr. Redstone’s hold-

ing in videogame company Midway,
reported in Monday’s Wall Street
Journal, isn’t part of a deal with the
banks. But it will likely give him
more flexibility amid extreme uncer-
tainty in the stock market. Mr. Red-
stone sold his 87% stake in Midway
for about $100,000, plus the assump-
tion of $70 million of secured and un-
secured senior debt.

The buyer was a little-known pri-
vate investor, Mark Thomas. An at-
torney for Mr. Thomas said his cli-
ent bought the stake purely as an in-
vestment and has no intention of
running the company or getting in-
volved in management. Described
as a very private man, Mr. Thomas
invested his own money in the com-
pany.

Having invested about $800 mil-
lion in Midway, Mr. Redstone sold
the Midway stake at a huge loss.
However, the sale sets up a consider-
able tax benefit. The value of that
benefit adds to the $233 million
raised from the sale of Viacom and
CBS stock in October, which is still
sitting on National Amusements’
books. The company also has other
cash and securities.

While not all of those sources of
funds would go to paying down debt—
the tax benefit wouldn’t be re-
couped until next year—they pro-
vide National Amusements with a
cushion when it comes to persuad-
ing the banks the company can meet
what is expected to be an aggressive
schedule of repayments and fees.

By David Gaffen

The European Central Bank
hasn’t been known for boldness in
its interest-rate decisions. At a time
when major global central banks
have aggressively reduced key lend-

ing rates by as
much as 1.5 percent-
age points at a
time, the ECB lately
has taken the

slow-go-it approach, cutting its key
lending rate by no more than a half-
percentage point at a time.

That could change Thursday.
The ECB’s current lending rate is
3.25%, which is higher than that of
the Bank of England, the U.S. Fed-
eral Reserve and the Bank of Japan.
While 31 of 46 economists polled by
Dow Jones Newswires say the ECB

will repeat its previous half-point
cuts, 12 believe the ECB will cut
rates by a more-forceful 0.75 per-
centage point. “Hope springs eter-
nal that rate cuts spur robust
growth, so the more you do, the bet-
ter,” said Jacob Oubina, currency
strategist at Forex.com, who be-
lieves the ECB has “ample room to
move.”

The Bank of England, which also

meets Thursday, cut its lending rate
by 1.5 percentage points to 3% Nov.
6, and the Reserve Bank of Australia
dropped its rate by a full percentage
point Tuesday, to 4.25%.

Still, the rapid succession of in-
terest-rate cuts by the U.S. Federal
Reserve has so far failed to spur eco-
nomic growth. The federal-funds tar-
get is now down to 1%, leaving the
Fed with little room to maneuver on
that front. The ECB might want to
avoid that situation. “Comments
from the governing council mem-
bers lately show a concern about
holding back some firepower,” said
Jennifer McKeown, European econo-
mist at Capital Economics.

Dollar may take a bite
out of corporate earnings

Even as a foundering consumer
and a global recession may conspire
to pinch U.S. corporate profits in
2009, another factor could under-
cut earnings a bit more: the strong
dollar.

For the past few years, the bot-
tom line for U.S. companies that sell
goods overseas grew fat on an ane-
mic dollar because foreign reve-
nues, when brought home, bought
larger amounts of dollars.

Now, that trend is reversing.
“The tailwind that companies

had in 2008 won’t be there in 2009,
and year-over-year [earnings] com-
parisons will be hurt” next year,
said Brad Sorensen, director of re-
search at Charles Schwab Corp.

David Wyss, chief economist at
Standard & Poor’s, expects the
greenback could shave off about 2%
of the cumulative profits of S&P 500

companies in 2009, based on the dol-
lar at an average rate of $1.35 to the
euro next year. If the dollar trades in
the $1.20 to $1.30 range—it was at
about $1.27 early Tuesday in the
U.S.—then that could take 3% to 4%
off corporate profits.

Some industries will be hurt
more than others. Those that de-
pend heavily on foreign sales, such
as Boeing, Intel and global fast-food
purveyor Yum Brands, likely will
feel pain. Those that bring in im-
ports to sell to U.S. consumers, such
as retailers, will generally benefit.

The worst of the strong-dollar
impact could arrive midyear and
progress into 2010, said Diane
Swonk, chief economist at Mesirow
Capital. Many companies signed
contracts when the dollar was
weaker earlier this year, and as
those expire next year the stronger
dollar will impair profits.
 —Jeff D. Opdyke
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Former AOL chief seeks cash to buy Yahoo
Miller has tough sell
with private equity
and sovereign funds
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By Jessica E. Vascellaro

Former AOL Chief Executive
Jonathan Miller is trying to raise
money to purchase all or part of Ya-
hoo Inc., according to people famil-
iar with the matter.

Mr. Miller has been talking to pri-
vate-equity investors and sovereign-
wealth funds for months in hopes of
raising money for a Yahoo deal, and
it is unclear whether the talks have
progressed or are just continuing,

these people say. Mr. Miller believes
he can do a deal that would be
worth about $20 to $22 a share to
Yahoo shareholders, these people
say, which would involve raising
about $28 billion to $30 billion to
purchase the entire company.

Sources close to Yahoo ex-
pressed skepticism that Mr. Miller
would succeed in lining up inves-
tors. Indeed, given banks’ reluc-
tance to lend money right now, fi-
nancing a deal of this size would be
extremely difficult, even from deep-
pocketed sovereign-wealth funds.
An investment in Yahoo would also
be risky amid the current slump in
advertising and during the compa-
ny’s search for a new chief execu-
tive. Sovereign investors have lost

money on many large investments
in the past year and may be reluc-
tant to make a bet on a company
with Yahoo’s challenges.

It is unclear whether Microsoft
Corp., which has indicated it is still
open to doing some sort of deal with
Yahoo, would be involved in any
transaction.

Mr. Miller has discussed the idea
with some Yahoo board members,
the people familiar with the matter
say, but the matter hasn’t been
brought before the board for offi-
cial discussion.

Mr. Miller didn’t immediately re-
turn a request for comment. A Ya-
hoo spokesman declined to com-
ment.

Other investors and private-eq-

uity firms continue to mull poten-
tial moves for Yahoo without Mr.
Miller’s involvement, say people fa-
miliar with the discussions. These
people caution that it is far from
clear whether any deal could get
done, particularly given Microsoft’s
possible interest and the market
meltdown. Many of these players
have been discussing possible
moves since February when Yahoo’s
stock was hovering around $30 a
share. Since then, Yahoo’s stock
price has dropped to about $10 a
share, putting the company’s mar-
ket capitalization at $15.13 billion.

Mr. Miller, who runs venture cap-
ital fund Velocity Interactive
Group with partner Ross
Levinsohn, another former digital

media executive, has been a behind-
the-scenes player in discussions be-
tween Yahoo and Microsoft for
months, advising both sides on how
to make a deal between the two com-
panies work.

This summer, Yahoo was poised
to appoint him as a board member
as part of the settlement to activist
investor Carl Icahn’s proxy fight.
But when Time Warner told Mr.
Miller it planned to enforce his non-
compete agreement, Mr. Miller with-
drew his name.

Meanwhile, AOL and Yahoo con-
tinue to talk about a possible combi-
nation. While talks have progressed
recently, according to people famil-
iar with the matter, a deal isn’t immi-
nent.
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Reconstruction aid helps Georgia withstand global crisis
By Marc Champion

And Samantha Shields

TBILISI, Georgia—As ex-Eastern
bloc countries from Hungary to
Ukraine stumble in the face of the
global financial crisis, Georgia,
which also suffered a war, has so far
largely escaped. The reason: the war.

More than half a billion dollars in
mainly U.S. reconstruction aid has
already been allocated at high speed
since the war between Russia and
Georgia in August, filling holes in

Georgia’s budget and replacing fi-
nancing for commercial and infra-
structure projects that might other-
wise have dried up.

“If there ever was a good time to
have a war then this was it,” said
Roy Southworth, interviewed last
Friday, shortly before retiring as
country manager for the World
Bank in Tbilisi last week.

Georgia was particularly fortu-
nate, according to Mr. Southworth,

with the timing of an Oct. 23 interna-
tional donor’s conference in Brus-
sels, where countries pledged a to-
tal of $4.5 billion in aid that should
help fill the gap left by an expected
drop in foreign investment after the
war. “The worst of the financial cri-
sis was still a few days off—a week
or two later and who knows if gov-
ernments would have been so will-
ing to pledge money,” he said.

Most of Georgia’s rapid eco-
nomic growth in recent years has
come from foreign direct invest-
ment, which made up close to 20% of
gross domestic product in 2007, ac-
cording to government figures. But
the war has put that trend at risk.

Kazakhstan said in September
that it had ditched plans to build a $1
billion oil refinery in Batumi, and in
October that it might consider sell-
ing its gas-distribution business in
Georgia. Kazakhstan is a major inves-
tor in Georgia but must tread a fine
line between balancing its interests
in the country and keeping its bigger
trading partner, Russia, happy.

With growth set to slow sharply
to 3.5% this year from 12.4% in 2007,
according to World Bank forecasts,
unemployment is expected to rise, a
prospect that has the government
worried.

“Not a single Georgian would
have wanted this money as a conse-
quence of war,” said Eka Sharash-

idze, Minister for Economic Develop-
ment, at a signing ceremony Monday
for $10.7 million in U.S. and European
Bank for Reconstruction and Develop-
ment grants and loans to overhaul
the water-supply system in the city
of Borjomi. “But this support will
help Georgia get back on its feet.”

Georgia’s government can take
credit for some of the economic sta-
bility during and after the war, said
Mr. Southworth. Unlike some other
East European economies, Georgia
hadn’t run up massive deficits prior

to the financial crisis that made its
currency vulnerable. The govern-
ment recently said it will cut the na-
tion’s flat income-tax rate by five per-
centage points to 20% in January in
an effort to stimulate the economy.

About $570 million of the $1 bil-
lion U.S. portion of the international
aid has already been allocated, with
$250 million to fill a hole in the gov-
ernment’s budget, helping to pay po-
litically sensitive state pensions
and salaries.

Georgia also has fans in the for-

eign-investment community willing
to wait and see. This year, the coun-
try leapt to the 15th-best place to do
business in the world in the World
Bank’s annual rankings. As recently
as 2005, Georgia ranked 112th.

Foreign investors “that already
invested time or money are continu-
ing, even if they are delayed a few
months,” said David Lee, general di-
rector of MagtiCom Ltd, Georgia’s
leading mobile-telecommunica-
tions company, adding that 70% of
all companies in Georgia are his cli-
ents. “But the big question is—will
new investors come?”

Mr. Southworth points to a slew of
five-star hotels under construction in
downtown Tbilisi as a bellwether for
how bad the impact gets. Several
seem likely to finish almost accord-
ing to prewar schedules, despite the
war. One, to be operated by Hyatt In-
ternational LLC, is set to receive
about $30 million in cheap finance
from the U.S. Overseas Private Invest-
ment Corporation, or OPIC, part of a
$176 million loan package for seven
projects in late October.

“The OPIC finance is goodwill
and assistance because private-eq-
uity funds won’t invest in Georgia
now, they won’t take on the country
risk or the high political risk,” said
Kakha Sharabidze, the Tbilisi-based
CEO of Loyal Estate, the developer
of the project.

Journalist’s beating draws Kremlin’s ire
Critics say officials’ new concern for media rights is a ploy to distract from financial crisis, Politkovskaya trial

Georgia hadn’t run
up massive deficits
prior to the financial
crisis.
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By Andrew Osborn

MOSCOW—Dozens of Russian
journalists have been murdered and
assaulted in recent years, their fate
attracting little official interest. But
a brutal attack on the editor of a
tiny, sporadically published newspa-
per has unexpectedly caught the
Kremlin’s eye.

Mikhail Beketov, 50 years old, a
critic of local authorities in a town
on Moscow’s northern fringe, is re-
covering in a Moscow hospital after
unidentified attackers beat him
close to death last month, forcing
the amputation of one leg. His case
has received unusually copious cov-
erage on state TV and a front-page
story in the leading government
newspaper, and has been taken up
by a top Kremlin advisory body.

Pro-Kremlin officials say the at-
tention shows the government is
getting serious about protecting
journalists. But local and interna-
tional media-rights groups are skep-
tical. Some suspect it is a ploy to de-
fuse social tension at a time of finan-
cial crisis and to deflect attention
from the closely watched trial of
murdered investigative journalist
Anna Politkovskaya.

“It is such a U-turn that it’s hard
to believe it’s sincere,” says Elsa
Vidal of Paris-based media watch-
dog Reporters Without Borders.

Even people close to the govern-
ment say they have been surprised
by the authorities’ intense interest
in Mr. Beketov’s plight.

“What state does a journalist
need to be beaten to before the Civic
Chamber gets interested?” Oleg
Mitvol, a well-known former environ-
mental regulator, said of the Kremlin
advisory body that is now monitor-
ing the case, wondering why similar

cases before had passed unnoticed.
Members of the Civic Chamber

deny their interest is motivated by
anything other than genuine con-
cern. “It’s a tragic coincidence that
there is so much attention to these
questions now,” Pavel Astakhov, a
prominent lawyer and member of
the advisory body, said in a phone in-
terview. The idea that the case is
part of an official campaign to im-
prove Russia’s image as a protector
of journalists is “stupid,” he added.

Vladimir Putin, now prime minis-
ter, and his successor as president,
Dmitry Medvedev, have built solid
popularity ratings thanks to eight
years of economic stability. But as
the global credit crunch threatens
to unwind that legacy, political ana-
lysts speculate that the government
is moving to remove sources of so-

cial unrest ahead of time—by allow-
ing them to be aired.

“It’s a message—not to turn peo-
ple into political opponents,” says
Alexei Makarkin, an expert at the
Moscow-based Center for Political
Technologies. The Beketov case has
already stirred emotion. Hundreds
of protestors rallied over the week-
end in his support, underlining the
attack’s social resonance.

Responding to the case, pro-
Kremlin officials have proposed cre-
ating a new center to protect jour-
nalists and have suggested chang-
ing the law to punish their attackers
more severely.

The reaction contrasts sharply
with that to the murder two years
ago of crusading journalist Ms. Polit-
kovskaya. An outspoken critic of Mr.
Putin, she was better known than

Mr. Beketov and her articles on Rus-
sia’s policy in Chechnya caused dis-
comfort at a much higher level. Yet
it took Mr. Putin two days to con-
demn her killing, and, when he did,
he belittled her importance.

Reporters Without Borders says
it suspects the furor around the Beke-
tov case may be designed to deflect
attention from the Politkovskaya
murder trial that started in Moscow
last month. So far, the trial has
fueled doubt about the government’s
handling of the high-profile case.

Both the gunman and the crime’s
mastermind, whose identity is un-
known, remain at large. Three men
charged as accomplices are on trial
instead; all protest their innocence.
The pre-trial investigation was
plagued by damaging leaks, and the
trial has been marred by disputes

over media access and the judge’s
suitability. On Tuesday, a defense
lawyer at the trial said the sus-
pected gunman had previously of-
fered to turn himself in if he got cer-
tain security guarantees. The law-
yer said the authorities had refused
to provide them.

Earlier this year, Russia’s Prose-
cutor General, Yuri Chaika, said the
man has been wanted for other
crimes committed in Russia since
2001. An international arrest war-
rant was out for him, he added, and
investigators were working “vigor-
ously” to establish the identity of
the mastermind too.

International media bodies com-
plain that dozens of Russian journal-
ists have been murdered and at-
tacked in the past eight years, at-
tracting scant official interest. Mr.
Beketov was targeted before, too,
drawing no official response. In
2007, his car was torched, and last
summer his dog was beaten to death
by men wielding baseball bats.

“Nothing was investigated,”
says Alexei Simonov, head of the
Glasnost Defense Foundation, a lead-
ing media-rights group, who ad-
vised Mr. Beketov. Mr. Simonov
thinks the Beketov affair has be-
come “fashionable” because of the
sensationalist and gory detail that
go with it. He says that state media
are deliberately wallowing in that
detail so as to avoid explaining why
Mr. Beketov was targeted.

Mr. Beketov was a bare-knuckled
critic of the local authorities in
Khimki, a town just north of Moscow,
opposing contentious road-building
schemes and probing alleged fraud.
His friends believe his near-fatal beat-
ing was organized to silence him.
 —Daria Solovieva

contributed to this article.

Note: In total, Glasnost Defense Foundation lists 51 assaults, 
two disappearances, and five murders for 2008. 

Source: Glasnost Defense Foundation

In the line of fire
2008 was another dangerous year for Russian
journalists. These are some of the worst cases:

n November: Mikhail Beketov, an investigative 
reporter, is beaten close to death. 

n September: Telman Alishayev, a TV reporter 
focused on Islamist extremism, is shot dead.

n August: Magomed Yevloyev, editor of an 
opposition news website, is shot dead while 
in police custody.
Yuri Guselnikov, a website reporter, 
disappears while walking in Siberia. 

n July: Vadim Shevtsov, a former TV reporter
specializing in organized crime, disappears 
in Siberia.

n March: Gadji Abashilov, head of a local TV
network, is shot dead.

Last month, people stage a rally in support of reporter 
Mikhail Beketov in central Moscow
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Tokyo’s 6.4% fall leads regional shares lower

Yuan feeling the pressure
Weakening economy,
demand for dollars
hit China’s currency

THE INTERNATIONAL INVESTOR
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By James T. Areddy

and Denis McMahon

SHANGHAI—A sudden demand
for dollars in China’s foreign-ex-
change market pushed the yuan’s
value down slightly further on Tues-
day and points to widening expecta-
tions that the Chinese currency is
set to keep weakening.

The dollar’s gain against the
yuan marked the third straight day
of strengthening. The U.S. currency
ended trading in Shanghai at 6.8870
yuan, up from the close of 6.8848 on
Monday, a gain of 0.03%. That was
smaller than Monday’s increase,
when the dollar closed up by an un-
usually large 0.7% against the yuan.

Still, technical aspects of the
market suggest the latest move is
more than an anomaly. And while
economists point to reasons why
China’s government—which tightly
controls the exchange rate—is un-
likely to engineer a major devalua-
tion, traders are nevertheless scram-
bling to adjust their positions to ex-
pectations that the Chinese curren-
cy’s multiyear bull run is reversing,
at least temporarily.

“Dollar demand is really strong,
but the problem is no one has any
dollars to sell,” said a foreign-ex-
change trader for a Chinese bank in
Shanghai. “This market has under-
gone a change in expectations for
the yuan over the last couple of
days.”

The yuan rose about 7% versus
the dollar this year through mid-
July, before leveling off. Altogether,
the yuan had gained 21% since
Beijing depegged it from the dollar
in mid-2005.

The yuan’s decline in recent days
comes amid growing signs of weak-
ness in China’s economy, including
exports. Chinese exporters wel-
come a weaker yuan because it
would make their goods less expen-
sive in the U.S.

Beijing has offered no explana-
tion for the recent movement,
which comes ahead of a visit by U.S.
Treasury Secretary Henry Paulson
and other American officials for two
days of economic talks that start
Thursday. Mr. Paulson said Tuesday
it was vital that China to let its cur-
rency rise in value and open its mar-
kets. Washington wants to hear
more about how Beijing will stimu-

late its economy.
Daily changes in the yuan’s ex-

change rate are determined by a ref-
erence rate set each morning by the
central bank, and by market trading
within a 0.5% band above or below
that rate. The central bank helped to
trigger the market’s change in senti-
ment by posting reference rates on
Friday and Monday, and to a lesser
extent Tuesday, that traders re-
garded as signs the bank favored a
weaker yuan. Traders then sent the
Chinese currency down by the daily
limit in response in each of the past
two sessions.

On Tuesday, the reference was
set only slightly higher than Mon-
day’s level. Traders, convinced that
the yuan will weaken, again pro-
pelled the yuan down by the limit—

although the total change for the
day was relatively slight. Traders of
currency derivatives elsewhere
now bet the dollar will rise 6%
against the yuan within 12 months.

Stephen Green, head of China re-
search for Standard Chartered PLC,
says that, from a purely economic
perspective, the pressure is on the
yuan to appreciate. But he says
there may be other factors at work.
For example, Beijing may want to
score points by propelling the yuan
upward next year after the new
Obama administration has taken
power.

But Mr. Green and others say any
large-scale devaluation of the yuan
is hard to imagine. “It would have to
be a massive depreciation to help
the export community, and we’re
not going to get a massive deprecia-
tion,” he said.

Some analysts say Beijing may
be focused not on the dollar, but on
the yuan’s relationship to other cur-
rencies. Europe, not the U.S., is Chi-
na’s biggest trading partner, and the
yuan, along with the dollar, has
soared in recent months against the
euro. The yuan is up 21% this year
against the euro, including 15% in Oc-
tober alone. The yuan has also risen
by double-digit percentage points
when compared with a global index
of currency movement published by
the Bank for International Settle-
ments.

Given the dollar’s recent
strength, stability in the trade-
weighted exchange rate of the yuan
requires that it depreciate against
the U.S. dollar, Tim Condon, ING’s
chief regional economist, said in a re-

port Tuesday. He predicted the dol-
lar could rise to 7.2240 yuan in a year.

A sustained downturn in the
yuan would likely cause friction in
Washington, where the incoming
Obama administration has already
signaled that it wants a stronger Chi-
nese currency to make China a big-
ger consumer of U.S. exports, not a
weaker currency that would crimp
that ability.

But a prolonged slump would

have global repercussions beyond
politics with Washington. It could
reduce foreign investment into
China, as buyers see less urgency to
build a factory or make an acquisi-
tion. It could lower global commod-
ity prices by eroding China’s buying
power. A weakening yuan could
throttle interest-rate trends
throughout Asia, as regional govern-
ments strive for the most appropri-
ate value for their own currencies.
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By Rosalind Mathieson

And Kate O’Keeffe

SINGAPORE—Asian markets fell
broadly Tuesday in response to a
7.7% overnight drop in U.S. stocks,
as economic worries returned to the
fore for investors.

Tokyo’s benchmark stock index
led the region with
a 6.4% drop, while
Hong Kong shares
fell 5%. Australian
shares sank 4.2%

despite a bigger-than-expected cut
in interest rates there. South Ko-
rean stocks slid 3.4%.

In Thailand, shares edged 0.9%
lower, though the baht strength-
ened later Tuesday on hopes the po-

litical standoff there can be re-
solved. In China, Shanghai’s bench-
mark index ended down just 0.3%,
as encouraging words from a gov-
ernment official soothed investors.

Shares in Mumbai and Singapore
fell 1.1% and 3%, respectively.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies fell 533.53
points to 7863.69. Among oil-explo-
ration companies, Inpex sank 10%
while Japan Petroleum Explora-
tion lost 8.3%.

Major trading houses also sank,
in part on profit-taking after recent
sector firmness. Itochu skidded 12%
while Marubeni dropped 10%. No-
mura Holdings fell 9.7%, partially
on dilution worries because of its

plan to issue convertible bonds.
In Hong Kong, where the market

had risen 13% over the previous five
trading sessions, the Hang Seng Index
fell 702.99 points to 13405.85. Heavy-
weight HSBC Holdings fell 6.4%,
while China Mobile dropped 3.4%. En-
ergy companies Cnooc and Petro-
China sank 8.5% and 6.6%, respec-
tively.

The property sector fared the
worst, with the subindex falling 4.9%
as HSBC raised mortgage interest
rates. Wharf (Holdings) tumbled 11%,
Sino Land fell 9.6%, Sun Hung Kai
Properties dropped 5.5% and Hender-
son Land Development slid 5.8%.

In Sydney, the S&P/ASX 200 fell
153 points to 3528.20. Stocks linked

to Wall Street and global economic
growth were among the worst per-
formers. Miner BHP Billiton
dropped 9.6% and energy producer
Woodside Petroleum fell 10%.
Miner Rio Tinto sank 8.7%.

In mainland China, the bench-
mark Shanghai Composite Index
slipped 4.98 points to 1889.64. The
yuan fell to the limit of its daily trad-
ing band against the dollar for the
second consecutive session Tues-
day as expectations that Beijing will
allow the local currency to depreci-
ate further fed demand for dollars.

Steelmakers led decliners on con-
cerns the financial crisis will fur-
ther squeeze demand for steel prod-
ucts. Baoshan Iron & Steel dropped
1%, Chongqing Iron & Steel fell 1.7%
and Angang Steel slid 2.2%.

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.

Changing trend
Foreign-exchange traders suddenly 
expect the dollar to strengthen,
as shown by the one-year 
non-deliverable forward contract
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New view on U.S. security
emerges from Bush aide

Tata taps public for cash
Car maker will take
deposits, pay interest
to refinance its debt

U.S. Homeland Security Secretary Michael Chertoff is a new proponent of the use of
‘soft power’ abroad, such as foreign-aid programs and scholarships for foreign students.

ECONOMY & POLITICS

By Cam Simpson

WASHINGTON—The Bush admin-
istration’s point man in protecting
America against a terrorist attack
says the best investment isn’t just in
more airport screening machines or
border fences. Michael Chertoff says
the U.S. should be spending more on
foreign-aid programs, scholarships
for foreign students and other tools
of “soft power” overseas.

Themessageisn’tnew,butthemes-
sengeris.Mr.Chertoff,secretaryofthe
Department of Homeland Security
since February 2005, heads an agency
knownforitscrackdownsonimmigra-
tion and the ratcheting-up of passen-
ger screening at airports. He spent the
first three years of his tenure working
to integrate the 22 agencies and
roughly200,000employeesthatmake
up the department, which was formed
after the Sept. 11, 2001, attacks.

Mr. Chertoff said he came to his
views over the past six months or so,
when he finally had some time to
think about big-picture challenges.
Now, he said, “a lasting victory in the
safeguarding of the country” can be
achieved only by marrying traditional
security with winning “a contest of
ideas, and a battle for the allegiance of
men and women around the world.”

It is a case that President George
W. Bush’s critics have pressed for
years, although Mr. Chertoff is care-
ful not to criticize his boss. The term
“soft power” was coined and popular-
ized in the 1990s by one such critic,
Joseph Nye, a Harvard professor who
is among the nation’s pre-eminent lib-
eral thinkers on foreign policy.

The homeland-security secre-
tary’s new views haven’t had a big ef-
fect on policy at his agency, which
isn’t in charge of foreign policy, but
he said he intends to keep speaking
about the issue after he leaves office.
His message resembles statements
Monday by President-elect Barack
Obama and others on his national-se-
curity team that the U.S. must rely
on the power of its moral example
alongside more traditional military
means to achieve its goals abroad.

Mr. Chertoff acknowledged in an
interview at his office on the campus
of a former U.S. Navy station in north-
west Washington that “arguing for
the soft-power piece is a little bit run-
ning against type.” But, he said, “I
think when you are in this job, you see
that you want to use all of the ele-
ments of power.”

Mr. Chertoff said that in the short
term, the nation is almost as secure
as it can get. On a scale of one to 10,
he said the U.S. is around an 8-plus.
“I think in terms of the kind of short-
term-to-medium-term things we

need to do to maximize our ability to
protect ourselves, recognizing that
that’s not a guarantee, I think we’ve
gotten a lot of that done,” he said.

But changing the long-term land-
scape, said the former federal prosecu-
tor and judge, involves “thinking fur-
ther out ahead—how do we change
the dynamic?”

That is where soft power—defined
by Mr. Nye as the ability of a nation to
get what it wants through attraction
rather than coercion—plays a role.

“I don’t believe you can placate
your way out of threat by terrorism,”
Mr. Chertoff said. But at the same
time, “if you can affect the recruiting
and the sympathy and the pool of peo-
ple in which terrorists recruit, from a
long-term standpoint, that’s the effec-
tive strategy.”

He said increasing exchange pro-
grams is vital, because most people
who visit the U.S. carry away positive
attitudes for a lifetime.

Mr. Chertoff’s agency has tight-
ened immigration control. He said the
U.S. can’t return to its pre-9/11 pos-
ture on border control, but he said he
has worked to balance security con-
cerns with easing access for foreign
visitors and cited numbers showing
that the number of foreign students is
upfollowingasharppost-9/11decline.

Foreign aid can also boost public
perceptions of the U.S., as it did in Eu-
rope after World War II, he said, call-
ingthis“reverse-engineeringofwhat
the enemy does.” Islamist extremists
oftenprovidesocialservicesinthear-
eas where they recruit adherents, in-
cluding Hamas in the Palestinian ter-
ritories and Hezbollah in Lebanon.

An example cited by Mr. Chertoff
and others is U.S. assistance to Indo-
nesiafollowingthetsunamiinDecem-
ber 2004. He said the well-publicized
relief effort, both public and private,
helped boost U.S. favorability ratings
in Indonesia, the world’s most popu-
lous Muslim country.

Mr. Nye said he is surprised to see
Mr.Chertoffarguinghiscase.“It isin-
triguing that he has taken this ap-
proach,” Mr. Nye said. “One thought
is: too bad it wasn’t a little sooner.”

Mr. Chertoff’s views on fighting
terrorism evolved from a bigger les-
son he learned from the perch of a de-
partmentchargedwithpreventingdi-
sastersor, inthecaseofnaturaldisas-
ters such as hurricanes, lessening
their impact. He said politicians are
loath to invest in programs whose
benefits don’t appear for years.
Whether it is flood-protection levees
or money to change the environment
terrorists thrive in, “the truth is, you
are going to save a lot of money and a
lot of pain in the long run if you invest
on a consistent basis,” he said.

Associated Press

By Neelabh Chaturvedi

NEW DELHI—Tata Motors Ltd.
is seeking deposits from the public,
in what could begin a trend of In-
dian companies calling on the coun-
try’s burgeoning middle class to see
them through the credit crunch.

While local banks and finance
companies have always taken depos-
its, in recent days cash-strapped blue-
chip companies have begun tapping
India’s large savings pools, their first
such moves in more than a decade.

In a newspaper advertisement
Monday, Tata Motors, India’s big-
gest auto maker by sales, said it is ac-
cepting fixed-term deposits for the
first time in 13 years, as it seeks to
refinance debt it took on to buy Ford
Motor Co.’s Jaguar and Land Rover
brands this year.

Expanding on the plan, the com-
pany said Tuesday it is offering one-
year, two-year and three-year depos-
its carrying interest rates between
10% and 11%. It said it could raise as
much as 27 billion rupees ($541.4 mil-
lion) from its deposit-taking plan.

Similar bank deposits fetch 9.5%
to 10.5%.

Fertilisers and Chemicals Tra-
vancore Ltd., a state-run company,
also said in a newspaper advertise-
ment Tuesday that it is seeking re-

tail deposits with terms similar to
those Tata Motors is offering. The
company’s finance director de-
clined to elaborate on how much it
is seeking to raise.

“We could see an uptrend in cor-
porate deposits in the coming days,
especially from companies that
have large funding requirements,”
said Prakash Subramanian K.V., man-
aging director and regional head of
capital markets at the Indian unit of
Standard Chartered PLC. “Banks are
already strained while mutual funds
are still under pressure.”

Corporate deposits were the
rage in India among enterprises like
Tata Group companies and Reliance
Industries until the mid 1990s,
when they lost favor as companies
found cheaper sources of capital.

Indian regulations allow local en-
tities to seek deposits without a
banking license. A license is needed
if a company wants to issue checks
to the public.

As India’s economy grew at an av-
erage annual rate of 8.8% in the past
five fiscal years, share prices soared
while overseas banks and financial
institutions competed to lend
money to Indian companies.

“Money was flowing from every-
where in the last few years for Indian
companies, but the tap has now run
dry,” said Namrata Padhye, a fixed-in-
come research analyst at IDBI Gilts.
“There is a definite concern in the
credit markets as borrowing costs
for companies have not come down
despite a raft of policy measures.”

The Reserve Bank of India has

trimmed its key lending rate, the re-
purchase rate, by 1.5 percentage
points since October to 7.5%. It has
lowered the proportion of deposits
banks must set aside as cash with
the central bank by 3.5 percentage
points to 5.5%. And it has allowed
mutual funds and nonbanking fi-
nance companies to access funds
through a special liquidity window.

However, with initial public of-
ferings and bond transactions diffi-
cult to complete, Indian companies
are competing with each other for
bank credit.

The pressure on the banking sys-
tem may be exacerbated next year,
Mr. Subramanian said. “Next year
we have $80 billion of external com-
mercial borrowings being re-
deemed, and on a best-case sce-
nario, even if $40 billion of that gets
rolled over or refinanced, the pres-
sure on the banking system will still
be huge,” he said.

Drawing corporate deposits may
also be easier at a time when most as-
set classes are falling.

“Bank deposit rates are unlikely
to rise much from here given the
soft bias in the monetary policy,
while people are still averse to tak-
ing an exposure to equities,” said an
analyst at a local brokerage firm.

“The interest-rate pickup on cor-
porate deposits is pretty good con-
sidering that the risk of default, es-
pecially among the large corpo-
rates, is pretty low,” he said.

India’s benchmark 30-stock
Sensex index has shed 57% this year
as foreign investors have fled.
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In Europe, dark pools remain in the shade
Volatility sets back
fledgling venues for
anonymous trades

Out of the light
The relative marketshare of U.S.
dark pools

Source: Rosenblatt Securities
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British brokerage hires
HSBC veteran as CEO
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By Luke Jeffs

W IDELY VAUNTED over the
past year as the next big
thing for European stock

markets, the electronic trading sys-
tems known as “dark pools” have
suffered in recent weeks amid mar-
ket volatility and growing concerns
about the health of trading part-
ners.

A sharp drop in the number of
shares traded has further hit these
fledgling electronic trading sys-
tems, which anonymously link buy-
ers and sellers of equities and deriv-
atives.

Dark pools, which are well-estab-
lished in the U.S., have been pitched
as a smoother way for investors to
make big trades or take large posi-
tions without tipping off other mar-
ket participants. Without that ano-
nymity, each large trade could pro-
duce big ripples.

Dark pools don’t have those rip-
ple effects. But their anonymity and
some other features are looking like
a disadvantage given how volatile
trading has become. Exchanges in
Europe are delaying the launch of
their dark pools, a business that was
once seen as providing them with
growth.

That turmoil, combined with
doubts about the viability of some
large financial insitutions in the
wake of the mid-September col-
lapse of Lehman Brothers Holdings,
is prompting every market partici-
pant to re-assess trading strategies.

David Tait, an executive director
at Morgan Stanley’s electronic trad-
ing platform, said investors prefer
the more transparent and familiar
order books of traditional stock ex-
changes in periods of high volatility,
such as the one endured by Euro-
pean traders over the past two
months.

“When volatility goes up, the use
of dark pools tends to go down,” he
said. “In times of excessive volatil-
ity, participants start to look for cer-
tainty.”

London Stock Exchange Group
PLC said last month that the launch
of its dark pool, Baikal, had been
postponed from the first quarter of
next year until the second quarter.
NYSE Euronext’s SmartPool is set
to go live in January, well behind
its original scheduled launch tar-
get of before the end of June this
year.

But Pipeline Trading Systems
LLC, a U.S. dark pool, is moving
ahead with its plan to launch a Euro-
pean trading system early next year.
It has a team of five staff working un-
der its executive director, Marcus
Hooper, in London.

Knight Capital Group, a rival
U.S. broker, said last week it plans to
launch its dark pool in Europe, al-
though it didn’t provide any details
about the timing. It has appointed
Kee-Meng Tan, a former head of exe-
cution services at J.P. Morgan Chase
& Co. to lead the venture.

Dark pools don’t tend to publish
monthly trading volumes, but anec-
dotal evidence from several traders
who have access to these systems
suggests their business is increas-
ing slowly, if at all, as a proportion
of the overall market.

The U.K.’s Financial Services Au-
thority is looking at the mechanics
of dark pools, particularly their im-
pact on the stages leading up to a
trade, such as the publication of
prices. One of the tenets of the Euro-
pean Commission’s directive on
markets in financial instruments, in-
troduced across Europe on Nov. 1,
2007, was to increase transparency
and create a level playing field be-
tween institutional and retail inves-
tors.

“When [the directive] Mifid was
introduced in November last year,
we said we would review its imple-
mentation, including pre- and post-
trade transparency,” a spokesman
for the FSA said. “We are not look-
ing at dark pools exclusively. Rather

this is part of a planned review of Mi-
fid’s wider effects.”

The U.K. regulator is talking with
third-party dark-pool providers, ac-
cording to people familiar with the
talks, about how their dark pools af-
fect transparency.

Last week, Investit, a consul-
tancy for fund managers, said dark
pools have made the market less
transparent.

“Mifid intended that when banks
execute from their own book ... they
should make their quotes public,”
Clare Vincent-Silk, an Investit con-
sultant, said in a report. But banks
lobbied to have the rules changed so

that they can effectively trade illiq-
uid and large securities without pub-
lishing the prices they quote, which
makes it harder for some investors
to gauge the right price for those se-
curities.

This “uncertainty” has affected
the dark pools in another way. In the
wake of Lehman’s collapse, con-
cerns about the financial security of
counterparties have prompted a
flight to markets that have ways to
insure companies against such a de-
fault.

Exchanges typically use these
mechanisms, known as central coun-
terparties, whereas dark pools

don’t. So any dark-pool customer
trading in derivatives is exposed di-
rectly to the financial health of the
counterparty they trade with. If
that counterparty goes under, as
Lehman Brothers did, then those
trades become worthless.

To counter such concerns, Euro
Millennium, a dark pool set up by Ny-
fix Inc. that began trading in March,
has held talks with Swiss clearing
house SIX x-clear AG about that
clearer providing clearing services
to Euro Millennium that might miti-
gate those concerns.

Europe’s largest exchanges show
no signs of pulling back from their
dark-pool plans. John Wilson, ap-
pointed a month ago as chief execu-
tive of LSE’s Baikal pool, said last
week: “Baikal has an offering that is
different from any other in the mar-
ket. Baikal will provide a dark pool
with an algorithmic layer and so-
phisticated anti-gaming logic. This
remains unique, and I don’t think
that three months will make a great
deal of difference.”

Similarly, NYSE Euronext is go-
ing ahead with SmartPool. “The mar-
ket infrastructure is going to
change and sticking to what we’ve
done could be a mistake,” said
Yvette Roozenbeek, executive direc-
tor at NYSE Euronext. “Clients cer-
tainly have interest in more neutral
dark pools in Europe and we are re-
sponding to the changing market in-
frastructure there.”

By Harry Wilson

U.K. broker Execution Ltd. has
hired the global head of HSBC Hold-
ings PLC’s equity business as its
new chief executive.

Simon Brookhouse, global head
of equities at HSBC, will take over the
running of Execution. He succeeds
company founder Nick Finegold,
who will assume the position of exec-
utive chairman.

Mr. Brookhouse joined HSBC in
April 2006 as deputy head of its eq-
uities business from Merrill

Lynch, where he had been head of
European equity products,becom-
ing global head months later when
Joseph Belfatto was made head of
global markets for the Americas.

Mr. Finegold, a former head of
equity sales and trading at Deut-
sche Bank AG in London, founded
Execution in 2001 with the backing
of his former employer.

Last year, Mr. Finegold earned
about £3 million ($4.5 million)
from the sale of a 10% stake in Exe-
cution to lender HBOS PLC, valu-
ing Execution at £100 million.

Execution acts mostly as a bro-
ker for institutional clients using a
“clean” model whereby it doesn’t
offer extra advisory or research
services or trade its own money.

The firm now has offices in the
U.S. and Hong Kong and has ex-
panded into the fund-management
business after backing fund bou-
tique Sourcecap International.
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