
Lufthansa’s supervisory board
approved a plan to buy ailing
Austrian Airlines, continuing
an ambitious international ac-
quisition spree. The proposal—
which depends on government
restructuring funds—values the
national carrier at as much as
$479.5 million. Page 1

n Euro-zone indicators for No-
vember slid, raising pressure
on the ECB and on central
banks in England and Sweden
to deliver rate cuts. Page 2

n The U.K. government will
help financially stretched home-
owners defer some mortgage
payments for up to two years,
in an effort to counter a rise in
foreclosures. Page 17

n Economic activity across the
U.S. is weakening, a Fed survey
shows, with few sectors spared
the deepening downturn. Page 3

n Ukraine’s currency fell to a
new low, as new data showed
the country’s population ditch-
ing the hryvnia in favor of the
dollar faster than ever. Page 3

n U.S. stocks seesawed, but
ended higher, after a series of
reports painted a mixed picture
of the economic outlook.
European shares rose. Page 18

n Infineon’s quarterly loss
widened, hurt by restructuring
charges and write-downs on its
stake in Qimonda. Page 4

n Telecom Italia unveiled a
business plan to cut debt and
trim costs that includes 4,000
additional job cuts. Page 4

n An Indian court dismissed a
challenge from a Vodafone unit
that is contesting a $2 billion
capital-gains-tax bill. Page 6

n EDF offered to pay up to $6.5
billion for the assets of U.S. util-
ity Constellation Energy, which
has already agreed to sell itself
to MidAmerican Energy. Page 7

n Harvard University’s endow-
ment has suffered investment
losses of about $8 billion since
the end of June. Page 17

n Research in Motion cut its
earnings outlook. Page 6

Suspect offers
grim insights
into massacre

Latin America investments
sour for Spanish companies

Rice pressed Pakistan to show
“resolve and urgency” in finding
those behind the assault on Mum-
bai as the U.S. sought to dial
down tensions between South
Asia’s nuclear-armed rivals. Pa-
kistani leaders are struggling to
frame a response that wouldn’t
provoke a backlash from their
own people and from the nation’s
military establishment. Page 9
n Thousands of Indians rallied
in the center of Mumbai, call-
ing for answers from Indian pol-
iticians they accuse of failing
to protect the public. Page 10

n The U.S. Treasury is weighing
a plan to revitalize the home mar-
ket by cutting mortgage rates for
new loans, people familiar with
the matter said. WSJ.com

n U.S. aviation regulators are
moving to downgrade Israel’s
safety ranking and restrict its
carriers from expanding service
between the two nations. Page 4

n NATO ministers affirmed
support for U.S. plans to install
missile defenses in Europe de-
spite Russia’s strong opposition.

n Obama’s new adviser on na-
tional security said a U.S. troop
surge in Afghanistan will work
only if other changes take hold
there, including a strengthen-
ing of the police force. Page 8
n A French aid worker kid-
napped last month in the Af-
ghan capital was released by his
captors, Sarkozy announced.

n Pakistani airstrikes and a
suspected suicide attack left at
least 30 dead near the Afghan
border, security forces said.

n The number of attacks in
Iraq dropped in November to
the lowest level since 2003 de-
spite a recent spate of bomb-
ings, a top U.S. commander said.

n Attention in Thailand turned
to choosing a new prime minis-
ter, as protesters streamed out
of Bangkok’s airports. Page 10

n A suspected Basque separat-
ist gunman killed a business-
man in the northern town of Az-
peitia, Spanish officials said.

n An Italian judge suspended a
kidnapping trial linked to the
CIA’s rendition program after
Rome said testimony could
threaten Italy’s national security.

n Afghanistan joined dozens of
nations in Norway signing a
treaty banning cluster bombs.

Lufthansa poised to buy
ailing Austrian Airlines
Latest acquisition
would involve funds
from government

Editorial&Opinion
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In recent years, Spanish compa-
nies poured money into Latin Amer-
ica, buying more utilities, airlines
and other businesses in govern-
ment auctions than firms from any
other country.

Now, some of those bets are com-
ing up lemons as Latin American

populist governments decry the
“new Conquistadors” and seize
their businesses.

On Wednesday, Argentina’s Con-
gress began debating a government-

backed bill to expropriate two air-
lines owned by Spain’s biggest
travel company, Grupo Marsans SA.
Argentina wants to pay Marsans
just one peso (30 cents) for the car-
rier Aerolíneas Argentinas and a
smaller airline, Austral.

“The Argentine government has
persecuted us,” said Vicente Muñoz,
corporate director of Marsans.

Marsans isn’t the only Spanish
company to be ensnared by populist
economics. Oil major Repsol YPF
SA, Banco Bilbao Vizcaya Argen-
taria SA and Banco Santander SA
have seen their assets nationalized

Please turn to page 31

In August, Aerolineas Argentinas employees demonstrated in favor of the
renationalization of the company outside the Congress in Buenos Aires.

Lufthansa’s plan to buy Austrian Airlines would prevent rivals from getting their
hands on a close partner. Air France-KLM and Russia’s S7 Airlines had shown interest.

Durban II
The U.S. and Europe should
skip this “anti-Semitic and anti-
Western hate fest.” Page 11
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Google is tightening its
belt as times get tougher
NEWS IN DEPTH | PAGE 14-15

Italian engineers craft an
‘out-of-this-world’ view
TECHNOLOGY JOURNAL | PAGE 28

By Peter Wonacott

And Geeta Anand

MUMBAI—Shot in both arms,
suspected terrorist Mohammed Aj-
mal Kasab, could no longer hold the
AK-47 rifle police allege he had used
to kill dozens of people during his
three-hour rampage through Mum-
bai on the night of Nov. 26. So he fled
the violent upheaval he had caused.

The subsequent police chase led
to the death of his partner and Mr.
Kasab’s capture, giving authorities
a wealth of insights into how a disaf-
fected young man joined an Islamic
militant group to carry out a mis-
sion of terror that left a total of 171
people dead in India’s largest city.

When he was caught past mid-
night, near Chowpatty Beach, Mr.
Kasab told police he and his partner
were riding in a stolen car in search of
a solitary place to remove the bullets
in his arms. The two men had hoped
to continue their rampage, according
to Deven Bharti, a commissioner of
Mumbai police’s crime branch.

From repeated Mumbai police in-
terrogations, a portrait of Mr. Kasab
is emerging. He has told investiga-
tors he was from a poor family and
was easily recruited two years ago
by Lashkar-e-Taiba, the militant out-
fit that grew out of Pakistan’s push
for independence in India’s con-
tested region of Kashmir. In Lash-
kar’s fold, Mr. Kasab thrived. He told
investigators he passed through a
succession of militant training

Please turn to page 31

By Thomas Catan in Madrid
and John Lyons in São Paulo

By Daniel Michaels

Deutsche Lufthansa AG said its
supervisory board approved a plan
to buy ailing Austrian Airlines AG,
potentially pushing Germany’s gi-
ant carrier further along one of the
most ambitious airline acquisition
sprees the global aviation industry
has seen in years.

The Austrian government as
soon as Friday could approve the
deal, which values the national car-
rier at as much as Œ377.4 million
($479.5 million) and aims to save it
from collapse under mounting finan-
cial woes. A deal would require regu-
latory approval, in part because the
Austrian government plans to
spend Œ500 million helping to re-
structure the airline.

The proposed deal shows that al-
though all airlines face big chal-
lenges from global economic up-
heaval and declining passenger de-

mand, relatively strong carriers are
able to capitalize on rivals’ weak-
ness. Lufthansa at the end of Sep-
tember had roughly Œ3.8 billion in
cash and liquid assets on hand. It
posted a nine-month net profit of

Œ551 million.
European airlines, including

Lufthansa, Air France-KLM SA and
British Airways PLC, and U.S. carri-
ers, including Delta Air Lines Inc.

Please turn to page 31

Money & Investing > Page 17

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8591.69+172.60 +2.05
Nasdaq 1492.38 +42.58 +2.94
DJ Stoxx 600 198.29 +1.09 +0.55
FTSE 100 4169.96 +47.10 +1.14
DAX 4567.24 +35.45 +0.78
CAC 40 3166.65 +13.75 +0.44

Euro $1.2683 -0.0037 -0.29
Nymex crude $46.79 -0.17 -0.36

VO L . X X V I N O . 2 17  T H U R S DAY, D E C E M B E R 4 , 2 0 0 8

H E A R D  O N  T H E  S T R E E T
Financial Analysis and Commentary  more at WSJ.com/heard

It’s another letdown
from Telecom Italia.

While the latest in a
long line of turnaround
plans from the Italian tele-
com company provides mod-
est comfort for creditors,
there’s little solace for
shareholders who have
seen their investment halve
in value this year.

What Chief Executive
Franco Bernabe had to of-
fer was the promise of a
much-needed focus on debt
reduction and cost-cutting.

But this hardly amounts
to a bold new strategy.

And it will still leave
Telecom Italia one of the
most-leveraged telecom
companies in Europe, even
if it meets its target of cut-
ting debt to 2.3 times earn-
ings before interest, taxes,
depreciation and amortiza-
tion by 2011.

Mr. Bernabe expects to
raise Œ3 billion ($3.8 bil-
lion) from the sale of non-
core assets.

The domestic Italian and
Brazilian businesses will be
retained, but everything
else—including German
broadband unit HanseNet,
global services unit TI Spar-

kle, and the company’s Cu-
ban operations—is up for
sale.

However, Mr. Bernabe
has offered little clarity on
how he reached the Œ3 bil-
lion figure, fueling fears
that the dividend may be
cut to cover any shortfall.

Besides, the biggest chal-
lenge isn’t the asset sales—
though it may prove hard
to find a buyer in the cur-
rent credit-starved market—
but how to drive revenues
in the core business amid
tough domestic competition
and regulatory pressure to
open up its fixed-line net-
work to rivals.

Telecom Italia won’t
shrug off its incumbent
past overnight, constrained
as it is by years of slack
management and exorbitant
debt.

But if Mr. Bernabe is se-
rious about the company
clawing its way up from the
bottom of the sector, cut-
ting costs and reducing
debt aren’t enough.

Clear long-term strate-
gic direction is crucial. It
seems that will have to
wait for the next turn-
around plan.

—Molly Neal

Électricité de France is
paying a high price for its
U.S. nuclear ambitions. The
state-controlled nuclear-en-
ergy giant thought Constel-
lation Energy was the ideal
partner to navigate around
rules against majority for-
eign ownership of U.S. nu-
clear-power assets.

But the U.S. utility, in
which EDF has a stake, was
swept from under its nose
by Warren Buffett at a time
when Constellation was des-
perate for cash.

EDF has crafted a coun-
teroffer of $4.5 billion in
cash for a 50% stake in Con-
stellation’s nuclear-energy
assets. According to EDF,
that implies a valuation of
$52 a share for Constella-

tion—nearly double Mr. Buf-
fett’s offer through Mi-
dAmerican.

Investors aren’t buying
that. Constellation shares
were trading well below

that Wednesday. Yet at $29,
they were well above Mi-
dAmerican’s offer of $26.50
a share.

Strategically, Constella-
tion is crucial to EDF’s nu-
clear ambitions—including
plans to invest in at least
10 new-generation reactors,
four of them alongside Con-
stellation over the next de-
cade. MidAmerican, in con-
trast, doubts the cost effec-
tiveness of nuclear energy,
putting the future of EDF’s
joint venture in doubt.

The $4.5 billion offer for
Constellation is the price of
a seat at the U.S. nuclear ta-
ble. Whether it makes finan-
cial sense for EDF is more
questionable, and depends
on energy prices and eco-

nomic growth far into the
future.

For Constellation share-
holders, the offer is unequivo-
cably positive: $4.5 billion
for half of one business
trumps $4.7 billion for the
entire company. Mr. Buffett
will have to think seriously
about improving it or walk
away.

Given the terms of the
original “rescue,” though,
walking mightn’t be such a
bad option: He could ride
off with $593 million in
cash, including a $175 mil-
lion breakup fee; $1 billion
in 14% senior notes; and a
10% stake in Constellation,
all for an initial $1 billion
investment. Not bad for a
few weeks’ work.
 —Matthew Curtin

For Qantas, there might be better spouses than BA

TelecomItalia’s latestplan
fallsshortofwhat’sneeded

Keen not to be left out as
the world’s airlines merge,
Qantas made the first move
with British Airways.

But if the talks flush
out partners closer to
home, it could be better
for the Australian carrier.
A BA-Qantas marriage

looks better for BA.
A strategic rationale does

exist for a deal. BA is of a
similar size and culture, yet
there is little route overlap.

Qantas investors may get
more from linking up with
an Asian or Middle Eastern
airline—focusing where air

travel growth is most likely.
Singapore Airlines, for ex-
ample, has a younger fleet
than BA and Qantas, accord-
ing to Morgan Stanley. A Sin-
gapore deal could also cre-
ate Asia’s premier air trans-
port hub—an argument that
works too for Hong Kong’s

Cathay Pacific or Dubai’s
Emirates Airline.

Qantas might be the
smaller partner in such a
tie-up, while its market capi-
talization is bigger than
BA’s. But on that score, Qan-
tas should put pride aside.
 —Andrew Peaple

EDF’s costly American dream

Paulson considers request for bailout funds
Hostile lawmakers,
competing demands
present a dilemma

By Deborah Solomon

And Michael R. Crittenden

WASHINGTON—U.S. Treasury
Secretary Henry Paulson is debat-
ing whether to ask Congress for the
second installment of the $700 bil-
lion bailout package, concerned
about competing demands for the
funds and a potentially hostile reac-
tion from lawmakers.

Mr. Paulson’s dilemma was
thrown into relief Tuesday by a report
from the Government Accountability
Office, the investigative arm of Con-
gress, which criticized the Treasury
Department’s handling of the Trou-
bled Asset Relief Program, or TARP.

Besides U.S. lawmakers threaten-
ing to deny a request for the additional
money, Mr. Paulson is also grappling
with confusion stemming from the
transition to a new administration.

If Mr. Paulson decides to request
the next $350 billion, he is expected
to do so next week. His hand may ul-
timately be forced if market condi-
tions continue to deteriorate.

Political and practical concerns
also color the debate. While Mr. Paul-
son wants to steer more funds to fi-
nancial institutions, Congress has its
own ideas, including aid for the auto
industry and troubled homeowners—
two ideas Mr. Paulson has resisted.

In its report, the GAO said Trea-
sury hasn’t yet developed a way of
ensuring that firms receiving fed-
eral funds are complying with limits
on dividends or executive compensa-

tion. Officials also have yet to ad-
dress such critical issues as how to
ensure that the injection of $250 bil-
lion into the U.S. banking system “is
achieving its intended goals.”

The report suggested Treasury
has little ability to monitor poten-
tial conflicts of interest among inde-
pendent contractors helping imple-
ment the program. As a result, there
is a “heightened risk that the inter-
ests of the government and taxpay-
ers may not be adequately pro-
tected and that the program objec-
tives may not be achieved in an effi-
cient and effective manner.”

The problems are due in part to
the rapid implementation of TARP
and a lack of staff for the program.
The report said about 48 employees
had been assigned to TARP as of
Nov. 21, only a quarter of the 200
full-time employees the GAO said
may be needed to properly imple-
ment rescue efforts.

Treasury Assistant Secretary
Neel Kashkari, in a letter included in
the GAO report, said Treasury has
moved aggressively in the 60 days
since TARP was passed. He said Trea-
sury has made “significant progress”
building a program that will “carry
out our ongoing responsibility to de-
velop other programs, measure risk,
monitor compliance and ensure ro-
bust internal financial controls.”

Economic conditions have weak-
ened over the past weeks, including
rising unemployment and declines
in consumer spending and manufac-
turing. Accessing the second batch
of money could comfort markets,
but a protracted fight with Congress
could have the opposite effect.

The presidential transition is add-
ing to the uncertainty. White House
aides approached the transition

staff of President-elect Barack
Obama two days ago and talked
about convening a bipartisan meet-
ing, including congressional leaders,
to discuss the next installment, ac-
cording to an Obama aide. The
Obama staff was noncommittal and
offered little advice beyond insisting
that more money be directed toward
direct mortgage assistance.

In Congress, there is little appe-
tite to grant access to the second
$350 billion. The skepticism that al-
most torpedoed the original legisla-
tion in September has turned into full-
blown revolt amid distrust over im-
plementation and frequent changes
to the program.

“Paulson is a big part of the prob-
lem because they don’t have a coher-

ent plan,” said Rep. Virginia Foxx, a
North Carolina Republican.

Rep. Foxx is one of a number of
lawmakers who have laid the
groundwork to block access to the
second half of the bailout funds.
Last month, she and 15 House col-
leagues introduced a resolution
that would be considered if Trea-
sury does make a request.

For Mr. Paulson to obtain the
funds, the Bush administration
must submit a detailed report to
Congress outlining how Treasury
would use the money. Congress can
deny the funds by passing a resolu-
tion like the one already introduced,
disapproving of Treasury’s plan
within 15 days. If Congress doesn’t
act, the funds are released.

House Minority Leader John Boeh-
ner (R., Ohio) has told Mr. Paulson
that there aren’t enough votes in fa-
vor of releasing the funds, according
to people familiar with the matter.
Critics in the Senate, where anger is
also running high, are also moving to
block a potential Treasury request.

Perhaps the biggest sticking
point is whether to use TARP funds
to aid homeowners, a move the ad-
ministration has been reluctant to
take because of the complexity of de-
signing such a program. Rep. Joseph
Crowley (D., N.Y.) said “serious con-
sideration” would have to be given
to making sure part of the second
tranche is used to help homeowners.
 —Jonathan Weisman

contributed to this article.

On the line
Year-to-date share
price of Telecom Italia
on the Milan Exchange

2008

Source: Thomson Reuters
Datastream
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the second installment of the $700 billion bailout package Source: Treasury Department
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Economic slump deepens
Wave of weak data
presses central banks
to cut rates further
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Romania’s GDP jumps,
but the boom is ending
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By Joe Parkinson

And Ilona Billington

LONDON—European economic
activity appeared to fall off a cliff
in November, increasing pressure
on the European Central Bank, the
Bank of England and Sweden’s cen-
tral bank to deliver sharp interest
rate cuts Thursday to revitalize
growth.

Revised data released Wednes-
day showed that the purchasing
managers index for the euro zone’s
services sector in November was
lower than originally reported, fall-
ing to the lowest reading in the sur-
vey’s 10-year history at 42.5, down

from 45.8 in October. A broader
composite measure capturing to-
tal private-sector activity also
sank to a record low. Separate fig-
ures from Eurostat, the statistical
arm of the European Commission,
showed euro-zone retail sales fell
0.8% in October from September
and 2.1% from October 2007.

Some policy makers began
warning the bloc is facing a period
of deflation. Irish Finance Minis-
ter Brian Lenihan said the Irish
economy faces a period of defla-
tion in 2009, while Pier Carlo Pa-
doan, deputy secretary-general of
the Organization for Economic Co-
operation and Development,
stressed that deflation is “a risk
that must be taken seriously.”

In Britain, the purchasing man-
agers index for the services sector,
which accounts for 74% of gross do-
mestic product, fell to 40.1 in No-
vember from 42.4 in October, the
lowest level since the series began
in 1996. The index for the manufac-
turing sector fell to a record low of
34.3, from 40.7 in October.

The gloomy news increased the
likelihood that Europe’s central
banks will cut interest rates even
more rapidly that previously ex-
pected. Analysts expect large cuts
from the ECB and the British and
Swedish central banks, which an-
nounce their next moves Thurs-
day.

“The data show that the econ-
omy is clearly heading into a se-
vere recession—in all likelihood,
worse than the early 1990s,” said
Dominic Bryan, an economist at
BNP Paribas.

Many analysts expect the ECB
to lower its key rate by half a per-
centage point Thursday, from the
current level of 3.25%. But Wednes-
day’s economic data have added
strength to the arguments of some
analysts who are calling on the cen-
tral bank to cut rates even faster.

“If ever there was a time to
break the mold and cut by more
than 50 basis points, tomorrow is
it,” Mr. Bryan said Wednesday.

In Britain, the gloomy news
came as the Bank of England’s Mon-
etary Policy Committee began a
two-day meeting on interest rates.
A growing number of economists
now expect the central bank to cut
its bank rate to 2%, from 3% cur-
rently. A cut to 2% would be the
lowest bank rate since the Bank of
England was founded in 1694.

In Sweden, the central bank
this week moved its regular mone-
tary policy meeting two weeks
early to Wednesday, and said it
will announce the results Thurs-
day. Many analysts expect a sharp
interest-rate cut intended to spur
economic activity.
 —Joel Sherwood

contributed to this article.
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LEADING THE NEWS

Australian laws prevent any for-
eign entity from owning more than
25% of Qantas Airways Ltd., and for-
eign airlines in total can’t own more
than 35% of the national carrier. The
total foreign holdings in Australian
international airlines are limited at
49%. A Leading the News article
Wednesday incorrectly said Austra-
lian laws forbid a foreign carrier
from owning more than 35% of an
Australian airline.

Core shareholders of Spanish
property company Metrovacesa
SA, the Sanahuja family, agreed on
the details of a debt-for-equity deal
with its creditor banks late Wednes-
day. A Global Business Brief in
Wednesday’s paper incorrectly said
Grupo Sanahuja on Tuesday had
agreed on a deal for the banks to
take a 54% stake in Metrovacesa.

By Christopher Emsden

Romania’s economy expanded
much faster than expected in the
third quarter, even as its main trad-
ing partners in the euro zone
slipped into recession. Nonetheless,
recent indicators suggest the coun-
try’s economic boom may be over.

Romania’s gross domestic prod-
uct grew 9.1% from the year-earlier
quarter, the National Statistics Insti-
tute in Bucharest said. The strong
performance was driven in part by
27% growth in agricultural output
from the year-earlier period, when
Romania experienced a drought.

Despite the strong figures,
growth in private credit is slowing,
the property market is seizing up,
and trade flows around the region
are starting to fall. Companies are
announcing job cuts or production
cutbacks. And new central-bank reg-
ulations calling for tougher screen-
ing of new loan applicants mean few
qualify, especially for mortgages, at
a time when house prices are fall-
ing, bankers say.

Last month, Mihai Ionescu, head
of a Romanian exporters’ lobby
group, said existing orders for the
fourth quarter were being cut by as
much as 30%.

Forecasts for next year vary
widely. The European Bank for Re-

construction and Development last
week said it expects Romania’s econ-
omy to grow 3.0% in 2009, down
from 8.0% this year. Ratings agency
Moody’s Investors Services pre-
dicts a recession next year. Roma-
nian central-bank Governor Mu-
ghur Isarescu, on the other hand,
projects GDP will expand by 3% to
6% in 2009.

Romanian equity markets have
shed more than two-thirds of their
value this year, while short-term
borrowing costs have jumped as the
central bank intervened in money
markets to prop up the leu. The cur-
rency has fallen around 20% against
the euro since the summer of 2007.

A Nov. 30 general election pro-
duced no clear winner, and politi-
cians are still jockeying to form a co-
alition. The major parties all prom-
ised tax cuts and higher public-sec-
tor wages, so next year’s deficit
could jump to 5.5% of GDP unless
spending cuts are implemented,
said ING senior economist Nicolaie
Alexandru. That is unlikely unless
the parties compromise and form a
government of technocrats.

The departing government is tar-
geting a deficit of 2.3% of GDP this
year, but many economists say it’s
likely to be higher. The government
projects a deficit of 2% of GDP for
2009.
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Mumbai suspect provides grim insights into massacre and its motivation

or contracts torn up in Argentina,
Venezuela, Bolivia and Ecuador.

This reversal of fortune—which
has prompted Santander and others
to retreat to Latin American coun-
tries with rosier prospects—under-
scores a shift in the region. Not long
ago, economic or political problems
in one Latin American country
would hurt business in neighboring
ones. Now, foreign investors are sav-
vier, shunning countries that advo-
cate state intervention in industries
but flocking to others. Nearly 80%
of the record $106 billion of the re-
gion’s foreign direct investment in
2007 went to pro-business nations
Mexico, Brazil, Chile and Colombia.

Spain’s expansion into Latin
America symbolized the country’s re-
turn to the global stage after genera-
tions of isolation under the Franco
regime. As Latin American nations
opened up their economies in the
1990s, Spanish companies snapped
up formerly government-owned con-
cerns. Spanish firms have invested
Œ130 billion ($165 billion) in the re-
gion—more than a tenth of Spain’s
annual gross domestic product.

Recently, however, a wave of pop-
ulist leaders such as Venezuela’s

Hugo Chávez and Argentina’s Kirch-
ner family have come to power vow-
ing to reverse free-market policies
they blame for the region’s poverty.
The 500-year-old Spanish Conquest
of the New World makes Spanish
companies a convenient foil.

“Blaming foreigners, or some
past injustice, for your problems is a
basic ploy of populism,” says Mauri-
cio Pozo, a former Ecuadorean fi-
nance minister.

Spanish companies may have in-
vested too heavily and quickly in
Latin American economies, underes-
timating the muscular nationalism in
the region, says Trinidad Jiménez,
Spain’s secretary of state for Latin
American affairs. “In some countries,
when a person got up and turned on
the light it was a Spanish company.
When they turned on the water fau-
cet, picked up the phone, took the
highway or went to the bank, it was a
Spanish company that provided the
service. At a time of crisis, the easiest
reaction on the part of the govern-
ment and the citizens was to blame
the Spanish company,” she says.

Spanish companies aren’t the
only ones affected. Last year, U.S. tele-
communications company Verizon
Communications Inc. was forced to

sell its 28.5% stake in Venezuela’s
C.A. Nac. Teléfonos de Venezuela
(CANTV) to the government. And
Spanish businessmen haven’t soured
on Latin America as a whole.
Telefónica SA and Santander are still
investing heavily in the region and de-
rive much of their profits from there.

Last month, the Argentine gov-
ernment seized $23 billion in pri-
vate pension funds from banks in-
cluding BBVA. Venezuela’s Presi-
dent Chávez has nationalized the lo-
cal unit of Santander. Repsol has
been forced to redraw contracts on
less favorable terms in Venezuela,
Bolivia and Ecuador—in Bolivia’s
case, after its natural-gas installa-
tions were surrounded by troops.

With two-thirds of its global pro-
duction and half of its energy re-
serves coming from Argentina, Rep-
sol is most exposed to Latin Amer-
ica. The company is trying to shed
what analysts call its “Argentine
millstone”—the perception that Ar-
gentina could expropriate its former
state oil company, YPF SA, which
was sold to Repsol a decade ago.

In a bid to protect itself, Repsol
has isolated its risky Latin Ameri-
can investments in a separate entity
and sold part of it to an Argentine

banker with close links to President
Cristina Kirchner and her husband,
former President Néstor Kirchner.

Aerolineas Argentinas has had a
troubled past few years. State-con-
trolled for much of its history, the
airline was privatized in 1990
through a sale to Spanish carrier Ibe-
ria Lineas Aereas de Espana SA.

Relations between Aerolineas Ar-
gentinas staff and the Spanish inves-
tors were always rocky, and the air-
line filed for bankruptcy protection
from creditors in early 2001. Spain’s
Marsans took control of Aerolineas
that year, pledging to invest $50 mil-
lion. Over five years, Aerolineas grad-
ually improved its position, posting
profits for three years running.

By late 2005, however, relations
between Marsans and Aerolineas
staff deteriorated. Employees and
union leaders accused Marsans of
failing to fulfill financial commit-
ments. Marsans supporters accused
the Argentine government of under-
mining the carrier. The government
fixed prices, backed wage increases
and forced the company to maintain
service to unprofitable routes, mak-
ing it difficult for it to make money.

From 2002 to 2008, according to
Marsans’ Mr. Muñoz, fuel costs rose

300%, wages more than 200%, and
taxes 500%. At the same time, he
said, the government allowed it to
raise its fares just 20%.

In late 2006 the government took
a 5% Aerolineas stake in return for re-
moving some operating restrictions.
But in mid-2007, employee relations
soured again. Earlier this year, staff
accused Marsans of failing to pay
staff and maintain aircraft.

So in July, Marsans agreed for the
government to take control of Aerolin-
eas, starting a 60-day period to nego-
tiate terms. But no deal was reached.
Marsans adviser Credit Suisse valued
the entire company—which included
Aerolineas and smaller airline Aus-
tral—at $330 million to $510 million.
Argentina said the company was
worthless, claiming it was saddled
with $833 million in debt.

The measure being discussed by
Congress on Wednesday would de-
clare Marsans’ properties to be “of
public utility,” which is enough under
Argentine law to allow expropriation.

Mr. Muñoz says he would never
tell another Spanish businessman
to invest in Argentina. “Not on your
life. It’s insane.”

 —Daniel Michaels in Brussels
contributed to this article.
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Latin America investments sour for Spanish companies

Lufthansa is poised to buy Austrian Air, adding to spree
FROM PAGE ONE

camps with a sense of purpose for
the first time in his life, according to
Indian police. Indian authorities
said senior Lashkar-e-Taiba leaders
planned last week’s attacks.

“He was led to believe that he
was doing something holy,” said
Rakesh Maria, joint commissioner
of Mumbai police.

Mr. Kasab, whom police said is in
his early 20s, has said he was born
outside Faridkot village in the Pun-
jabi section of Pakistan. A dusty en-
clave of mud and stone buildings, in-
habited mostly by semiliterate farm-
ers and laborers working in nearby
cities, Faridkot is a fertile area for
militant recruits.

How much truth there is to his ac-
count, however, remains in dispute.
A senior Pakistani security official
said they have found no evidence
that Mr. Kasab came from the vil-
lage. Pakistan’s president, Asif Ali

Zardari, said Wednesday in an inter-
view on CNN that he doubted the
sole suspect being held in the at-
tacks by India is a Pakistani citizen,
as Indian police claim.

Indian police officials counter that
much of the information Mr. Kasab
has provided so far has proved accu-
rate. He disclosed, for example, the lo-
cation of a fishing trawler that the ter-
rorists used to enter Mumbai’s
coastal waters. On the boat, Mr. Kasab
told investigators, they would find a
dead body of the ship’s captain, a satel-
lite phone and a global-positioning de-
vice for navigation. They did.

Mr. Maria and other police offi-
cials said they are still trying to verify
other details, such as the identities of
the nine other assailants who were
slain. Even among themselves, they
used aliases to disguise identities.

Mr. Kasab himself tells of a hard-
scrabble life that led him to Lashkar.
His father supported him and four

siblings by selling snacks from a cart,
according to Indian police. He
dropped out of school in fourth grade
to work but eventually left home. In
2005, he headed to Lahore, one of Pa-
kistan’s biggest and most cosmopoli-
tan cities. He intended to stay with
his older brother and seek work but
eventually hooked up with Lashkar
recruiters instead, the police said.

After recruiting him, Lashkar
trained Mr. Kasab to fire weapons,
detonate explosives and take hos-
tages. Mr. Kasab also attended a
camp dedicated to marine combat—a
precursor to the group’s hijacking of
the fishing trawler that brought
them to Mumbai, he told Indian po-
lice. He was indoctrinated in the prin-
ciples of militant Islam.

After 18 months, a sinewy mili-
tant emerged, according to Mr.
Bharti. “He was physically tough,
mentally tough,” the senior police of-
ficial said after reviewing closed-cir-

cuit-television footage of Mr. Kasab’s
killing spree in the Mumbai train sta-
tion. “Look how confident he is. How
well trained he must have been.”

On Nov. 23, he and nine other mili-
tants boarded a boat in Karachi from
which they hijacked the trawler, ac-
cording to police, and headed for
Mumbai. Once in the city, Mr. Kasab
and a partner headed toward its
monumental Chhatrapati Shivaji
Terminal. In their bulky backpacks,
the assailants carried an AK-47 rifle,
two pistols, six magazines, 50 to 60
rounds of bullets and 20 hand gre-
nades, according to senior police of-
ficers involved in the investigation.

At the train station, Mr. Kasab
and his partner threw a hand gre-
nade into a crowd, and then opened
fire. Moving along separate paths to-
ward the station’s main entrance, he
and his partner fired as they
walked. By the time they left, more
than 40 people, including three po-

lice officers, were dead.
Cameras caught a young man in a

black T-shirt and khaki cargo pants
strutting through the train station
carrying a rifle and blue bag of spare
ammunition. The gunmen also
turned up at nearby Cama Hospital,
shooting two unarmed guards and
trading fire with police on the top
floor before running outside and hid-
ing behind a bush. Officers returned
fire, hitting Mr. Kasab in both arms.

Mr. Bharti said Mr. Kasab and his
partner had no intention of return-
ing to Pakistan. “It was a suicide mis-
sion,” he said. Mr. Kasab lived,
though. And after being admitted to
a hospital, he began talking to police.
Police expect more information, but
they declined to say how they are ex-
tracting it and deny any torture.

“We have our techniques,” said
Mr. Bharti. “He will sing like a canary.”
 —Zahid Hussain in Islamabad

contributed to this article.
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and Northwest Airlines Corp., have
been pursuing mergers, acquisi-
tions or commercial linkups to
boost efficiency and gain heft as the
industry heads into a slump.

For Lufthansa, the deal would
prevent rivals from getting their
hands on a neighboring carrier and
close partner. Air France-KLM and
Russia’s S7 Airlines had expressed
interest in Austrian. Lufthansa and
Austrian are both in the Star Alli-
ance marketing group, have a joint
venture for flight between their
countries and Austrian Air uses
Lufthansa’s “Miles & More” fre-
quent-flier plan.

Austria’s privatization agency
last month selected Lufthansa for ex-
clusive negotiations to buy the
state’s 41.56% stake in Austrian Air.
Lufthansa is now proposing to pay
only Œ366,000 for the stake because
of Austrian’s financial troubles, but
could pay up to Œ162 million more in
the future, depending on the compa-
ny’s financial performance. Luft-

hansa also plans to launch a tender
to buy out private shareholders for
a further Œ215 million.

Lufthansa’s offer and the pros-
pect of help from the Austrian gov-
ernment could prompt challenges
from other carriers, industry offi-
cials say.

Still, the offer illustrates how
Lufthansa—long considered one of
the industry’s most risk-averse big
players—has recently shed some of
that reserve. In January it bought a
19% stake in cash-hungry U.S. bud-
get carrier JetBlue Airways Corp.
and now is establishing a close mar-
keting relationship. Lufthansa in Au-
gust agreed to buy 45% of the parent
of small Brussels Airlines. It also
said it will increase its 30% stake in
British Midland Airways Ltd. to
80%. Last week Lufthansa an-
nounced the creation of an Italian
subsidiary that will operate planes
the carrier had already planned to
base in Milan.

Chief Executive Wolfgang May-
rhuber, who gained experience buy-

ing airlines through Lufthansa’s
2005 acquisition of Swiss Interna-
tional Air Lines, says his goal now is
to be less of a German icon and in-
stead offer a range of services
across many markets. “From a
‘branded house’ we are becoming a
house of brands,” Mr. Mayrhuber
said recently.

The buying binge is driven by
both opportunism and the fear of
being overtaken by rivals,
Lufthansa officials and outsiders
say. The new investments give
Lufthansa footholds as far afield
as California and Congo. The Jet-
Blue deal, for example, gives
Lufthansa a strong partner in the
huge New York market. And the
British Midland takeover, set to
close in January, makes Lufthansa
the second-largest holder of take-
off and landing slots at London’s
popular Heathrow Airport, after ri-
val British Airways. Brussels Air-
lines, for which Lufthansa outbid
BA, brings access to lucrative West
African markets. The deals also

close a gap with Air France-KLM,
which jumped ahead of Lufthansa
in traffic and revenue when Air
France in 2004 bought KLM Royal
Dutch Airlines. BA, Europe’s other
major carrier, is now in merger
talks with Spain’s Iberia Lineas
Aéreas de España SA and Austra-
lia’s Qantas Airways Ltd.

Some analysts worry that
Lufthansa may be overreaching.
“We are concerned that Lufthansa
could be involved in too many
deals,” which could cause it to di-
lute current shareholders by issu-
ing new equity, Citigroup analysts
wrote in August. Other outsiders
worry that Lufthansa’s manage-
ment could get stretched too thin.

Mr. Mayrhuber dismisses con-
cerns that he’s simply chasing size.
“Size is good, but our balance sheet
and profitability remain the prior-
ity,” he said after announcing the
Brussels Airlines deal in September.

Lufthansa’s boosters say its exec-
utives already have experience man-
aging a portfolio of companies,

thanks to its range of aviation-ser-
vice subsidiaries. These include
Lufthansa Technik, an aircraft-main-
tenance company, and LSG Sky-
Chefs, one of the biggest in-flight ca-
terers.

Still, Lufthansa’s expansion re-
minds some veterans of a similar
growth spurt attempted a decade
ago by Swissair, the predecessor to
Swiss. The prestigious carrier
bought stakes in many smaller air-
lines that weighed it down and
pushed it into bankruptcy liquida-
tion after the terrorist attacks of
Sept. 11, 2001.

Hubert Horan, a former U.S. air-
line executive who worked for Swis-
sair before its collapse and who has
criticized many recent airline merg-
ers, says Lufthansa is taking a much
more cautious approach than Swis-
sair did. “They’re focusing on prof-
its, looking for immediate benefits
from the deals and taking it step by
step,” said Mr. Horan, who is now an
aviation consultant.

Continued from first page
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U.S. economy gets weaker
Tighter lending,
falling sales plague
almost every region

Ukraine’s currency falls
to crisis-inducing levels
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By Sudeep Reddy

Economic activity is weakening
across the U.S., a new Federal Reserve
survey shows, with few sectors or re-
gionssparedthedeepeningdownturn.

Through late last month, nearly ev-
ery area of the U.S. reported tighter
lending, declining sales and manufac-
turing, and softening labor and real-
estate markets, according to the Fed’s
Beige Book survey of regional eco-
nomic activity. Sectors such as agricul-
ture and energy, which until recently
were bright spots, began to tarnish as
commodity prices declined.

The Fed’s report Wednesday fol-
lowed other signs that employers are
shedding jobs at a quickening pace as
the economy slows.

The Institute for Supply Manage-
ment’s service-sector index fell 7.1
points to 37.3, a new low for the
11-year-old index. The most trou-
bling signal from the survey of execu-
tives came in a measure of employ-
ment, which plummeted to 31.3 from
41.5. Index readings below 50 indi-
cate contraction.

“It’s ugly out there,” said Anthony
Nieves,chairoftheISMsurveycommit-
tee and a senior vice president for sup-
plymanagementatHiltonHotelsCorp.
“It’s not about doing away with the ac-
tivities that were nice to have,” Mr.

Nieves said. “This is, how do we limp
along until things get better? It looks
like everyone is looking at all of 2009
as being this type of dismal economy.”

A separate report prepared by pay-
roll firm Automatic Data Processing
Inc. and forecasting firm Macroeco-
nomic Advisers estimated nonfarm
payrollsexcludinggovernmentjobsde-
clined by 250,000 in November. Thus
far this year, ADP has shown smaller
payroll losses than the U.S. Labor De-
partment,raisingworriesabouttheof-
ficial government number due Friday.

Many forecasters had projected
thattheU.S.employmentreportforNo-
vember will show a decline well above
300,000 jobs. Goldman Sachs econo-
mists on Wednesday downgraded
their projections to show a monthly
drop of 400,000, down from the previ-

ousestimateof350,000,withtheunem-
ploymentraterisingto6.8%from6.5%.

The Fed Beige Book found some
employers reporting difficulty hiring
certain skilled workers. But just about
all others, including temporary-help
firms, factories or retailers seeking
seasonal workers, scaled back hiring.
“Wage pressures were largely sub-
dued,” the report said.

Federal Reserve Bank of Richmond
PresidentJeffrey LackersaidWednes-
day that “uncertainty about the out-
lookisgreaterthanusual”buttheecon-
omy is still expected to “regain posi-
tive momentum sometime in 2009.”

SinceSeptember,reportshaveindi-
catedthat“manyhouseholdsandfirms
are taking a ‘wait and see’ attitude, re-
ducingorpostponingnonessentialout-
laysinresponsetoageneralsenseofun-
certainty about the potential meaning
of these dramatic events for their own
economic circumstances,” Mr. Lacker
said in remarks to the Charlotte, N.C.,
Chamber of Commerce.

Stimulative monetary policy from
the Fed, lower commodity prices and
a lessening drag from the housing sec-
tor should return the economy to
growth, Mr. Lacker said.

AlsoWednesday,theLaborDepart-
mentreviseditsestimateofthird-quar-
ter productivity growth slightly
higher to 2.1% from a year earlier, up
from the earlier 2% estimate, as the
number of hours worked declined
more sharply than previously esti-
mated.Onanannualizedbasis,produc-
tivity increased at a 1.3% rate in the
third quarter from the second quarter,
higher than the earlier 1.1% figure.

By Geoffrey Smith

KIEV—Ukraine’s currency spi-
raled to a new low Wednesday as
new data showed the country’s pop-
ulation ditching the hryvnia in favor
of the dollar faster than ever.

The former Soviet republic is en-
tering a full-blown economic and fi-
nancial crisis as global demand for
steel, its main export, collapses,
while Russia continues to threaten
it with an ever-higher bill for its gas
imports. Confidence in the politi-
cally divided government’s anticri-
sis plan, which is backed by a $16.5
billion loan from the International
Monetary Fund, is fading as the out-
look darkens.

November data released by the
National Bank of Ukraine showed it
had already hemorrhaged almost
80% of the first part of the emer-
gency IMF loan within a month of re-
ceiving it. The National Bank’s gross
foreign reserves rose by only $820
million in the month to $32.74 bil-
lion, despite its receiving $4.5 bil-
lion from the IMF through a hastily
arranged stand-by arrangement.

The central bank also said it
spent $3.4 billion in foreign-ex-
change interventions in the course
of the month to prop up the cur-
rency. From a peak of 4.50 to the
U.S. dollar this spring, the hryvnia
has now lost more than 60%. The dol-
lar surged to 7.51 hryvnia on the in-
terbank market Wednesday, above
the central bank’s official rate of
7.23.

The atmosphere at the country’s
exchange booths has become increas-
ingly tense in recent weeks, with
many running out of foreign cur-
rency, first due to the refusal of banks
to comply with new central-bank reg-
ulations and then due to the sheer

weight of demand. Net purchases of
dollars by the population more than
doubled last month to $2.3 billion
from $930 million in October.

Panic was further stoked by me-
dia reports earlier this week that
President Viktor Yushchenko, one-
time hero of the 2004 Orange Revo-
lution, was preparing a decree order-
ing the forced conversion of the pop-
ulation’s dollar deposits into
hryvnia. Mr. Yushchenko denied the
reports as “nonsense” Wednesday,
vowing he wouldn’t intervene in the
NBU’s monetary policy.

However, his spokeswoman,
Irina Vannikova, had told a briefing
earlier this week that Mr. Yush-
chenko would take “extreme mea-
sures” against the NBU if it failed to
bring the currency crisis under con-
trol. Her comments were widely
taken at the time as a veiled threat
to sack the central-bank’s chairman,
Volodymyr Stelmakh.

Iryna Piontkivska, an economist
with brokerage Troika Dialog in
Kyiv, warned that the current crisis
will weaken not only Mr. Yush-
chenko but also the parties of Prime
Minister Yulia Tymoshenko, his
former ally, and even the Party of Re-
gions, the dominant force in
Ukraine’s industrialized and Rus-
sian-speaking east.

“Only the minority parties are
gaining from this,” Ms. Piontkivska
said. “People are really upset with
the ruling elite.”

So far, mass demonstrations
have been few and far between, with
many of the country’s industrial
plants preferring to cut working
hours radically rather than lay work-
ers off entirely. However, national
wage arrears have already surged to
a two-year high, according to offi-
cial statistics.

LEADING THE NEWS

Ukraine’s hryvnia has lost more
than 60% from a peak of 4.50 to
the U.S. dollar in the spring.

Contracting
The U.S. Institute for Supply 
Management's nonmanufacturing
employment index

Source: Institute for Supply Management
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By Phil Izzo

A bump in sales on Black Friday,
the traditional kickoff to the holiday
shopping season, wasn’t enough to
prevent November sales of apparel,
luxury goods and electronics from
plunging below year-ago levels, ac-
cording to new data from MasterCard
SpendingPulse.

The data suggest that when retail-
ers report November sales Thursday,
some chains could post double-digit
drops for the four weeks ended Satur-
day. Sales fell 20% from a year earlier
at apparel and department stores
combined, 24% at luxury stores and
25% at electronics stores, according

to the MasterCard Inc. unit.
In the apparel category, sales of

women’s wear were weakest, falling
18%, while menswear dropped 16%
and footwear fell 14%, the data show.

SpendingPulse, which tracks
spending on credit cards as well as
cash and checks, hadn’t yet tallied the
overall number for November. It also
didn’t break out spending at discount-
ers such as Wal-Mart Stores Inc.,
which has outperformed competitors
in recent months.

But its analysis indicates that “the
further you go up the price spectrum,
the more significant the declines” in
sales, said Michael McNamara, vice
president of SpendingPulse.

U.S. retail sales likely to decline,
despite bump on Black Friday
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Shalom, Christmas shoppers
Israelis in U.S. sell
toys and cosmetics
from kiosks in malls

By Ilan Brat

And Miriam Jordan

Ana Guembes made a quick trip
to the Westfield Fashion Square
mall in Sherman Oaks, Calif., one re-
cent morning to pick up some face
powder at Macy’s.

But before she could get to the de-
partment store, she was accosted by
a salesman at a cosmetics cart in the
middle of the mall corridor. “Hello,
miss. I want to show you some-
thing,” he called out to her, brandish-
ing a tube of lotion with Dead Sea
minerals. Soon the salesman was ap-
plying eye gel, salts and creams to
Ms. Guembes’s skin while chatting
away about their cleansing and
beautifying properties.

“I didn’t mean to buy anything,”
said Ms. Guembes, a 40-ish nanny.
But after 45 minutes at the cart,
she’d spent $129 on a container of
eye gel and two nail-care kits. “They
know how to catch you.”

At malls across the country, shop-
pers are being besieged by a deter-
mined crop of salespeople: young Is-
raelis who man mobile carts and have
a no-holds-barred selling style.

Amid the grimmest holiday sea-
son in years, these workers are ap-
proaching passing mall shoppers or
calling out from their stations, pitch-
ing body lotions, irons, toys and
knickknacks. They demonstrate
their wares by flying remote-control
helicopters, steaming shirts and ap-
plying makeup. Instead of charging
American-stylefixedprices,theyhar-
ness the culture of the bazaar and of-
ten quote numbers based on what
they think a customer will be willing
to pay.

It’s a far cry from the selling style
of many of their fellow cart vendors
who tend to be more pas-
sive and let customers
come to them.

“We’re not sellinghere—
we’re hunting!” said Ms.
Guembes’s Israeli vendor,
who gave his name only as
Yaniv. Working 12- to
14-hour shifts for commis-
sions of 20% to 30%, the Is-
raelis can take home $500 a
day during the holidays.

Turkish, Chinese, In-
dian and other immigrants
have long played a big role in the
mall-cart business, thanks in part to
the relatively low cost of entry—
about $10,000 for setting up a cart
or kiosk.

But in the past decade, Israeli
vendors have become the dominant
players in the cart world. At the an-
nual trade show for the retail cart
and kiosk industry, nearly a third of
the attendees are now Israeli, say
wholesalers and industry trackers.
In a first, next year’s show in Las Ve-
gas will host a cart-operating work-
shop entirely in Hebrew.

Most Israeli-run carts are
manned by two to four people. Typi-
cally, the mall stints are a fast way to
amass cash to finance a globe-trot-
tingtrip,arite ofpassage formany Is-
raelis after they complete their man-
datory military service. Some hear
about the jobs on Hebrew-language
Web sites, such as “The Jackpot,”
where cart operators advertise. Op-
erators often offer a kind of package
deal, where they subsidize housing
and transportation for their tempo-

rary workers.
For five consecutive seasons, An-

gelina Kissa sold aromatic pillows,
head-massagers and hair-straight-
ening devices at carts in Ohio, Colo-
rado, New Jersey, Pennsylvania and
Massachusetts.

She lived in apartments in groups
of up to eight, with rent deducted by
her bosses from her paychecks. She
says she made $8,000 her first sea-
son at carts near Akron, Ohio.

“Christmas in America, people
buy so much,” says Ms. Kissa, who is
now 28 years old and works in Las
Vegas as a distributor for a fruit-
juice company. “A good hustler can
sell anything, like ice to Eskimos.”

Some of these temporary work-
ers are here without work visas. Im-
migration and Customs Enforce-
ment has conducted occasional
raids, including a sweep of several
malls in 2004 and 2006 that led to
the arrest of more than 40 Israelis
who were working illegally, accord-
ing to ICE. But those crackdowns
haven’t appeared to temper the
number of Israeli cart vendors.
Some Israeli-owned companies are
lobbying Congress to create a spe-
cial temporary work visa for the
mall-cart workers.

Israeli folk-rock musician Rami
Feinstein first worked the carts in
2003, dreaming about making
enoughmoney to recordanalbum.He
felt awkward in the beginning be-
cause of the pushy tactics required to
sell fingernail-buffer kits and other
products at a cart in a suburban Min-
neapolis mall.

“You have to be very strong
mentally to hear, ‘No, no, no,’ and
to still be smiling...and still wait
for the person that would buy,”
Mr. Feinstein says. But the money
was good, so he persisted. He’s
sold at malls every holiday season
since then.

He channeled his frustration into
a song called “Something Amazing,”
about the sales pitch he used to sell
cosmetics. Seacret Spa LLC, a Phoe-

nix-based company that
sells skin-care products us-
ing minerals from the Dead
Sea, learned of Mr. Fein-
stein’s song and offered to
produce a video as a recruit-
ment tool.

The video became popu-
lar among Israeli youth
when it first appeared on
YouTube in 2007. The
32-year-old’s album came
out earlier this year. Izhak
Ben-Shabat, president of

Seacret Spa, says thousands of Is-
raelis have signed up to staff carts
that sell his products. He says the
carts are now in 550 U.S. locations,
up from 20 in 2001.

Wholesalers say cart operators
have tried hiring Americans to
staff carts, but they lacked the art
of the hustle—too polite to move
the merchandise, especially for 12
hours straight.

“Israelis are natural-born clos-
ers” on the sales floor, says Steven
Malkin, marketing director for
Vancouver-based Relaxus Prod-
ucts Ltd., which supplies slippers,
toy airplanes and other items to
cart operators.

Adva Arnon, an Israeli who was
saving for a South American trip,
pushed remote-control helicop-
ters and Dead Sea skin-care prod-
ucts at carts in upstate New York
and on the West Coast two recent
holiday seasons.

Having grown up on a commu-
nal farm, or kibbutz, in Israel, she
didn’t think she’d excel at the job.

But she learned to grab customers
and rub their hands with lotion or
Dead Sea mud, telling them of the
wonders it would do for their skin.
She started high and then lowered
the price if the customer agreed to
buy two products, or threw in an-
other item free if the customer
took two at “full” price. She re-
members selling $450 worth of
Dead Sea products to a single cus-
tomer on several occasions.

The secret is to “talk, talk, talk.
You can’t let the customer think
too much,” says Ms. Arnon, now
28 and a university student in
Jerusalem.

After fielding complaints about
overly aggressive vendors, some
mall operators have taken mea-
sures. The Natick Collection, a mall
in Natick, Mass., forbids cart sales-
people from calling out to custom-
ers as they pass.

The Westfield Group, an inter-
national owner and operator of
malls, has a no-touch policy for
cart sellers, unless a “customer
shows interest and agrees” to
product sampling. The company
also stipulates that salespeople
must stay within 60 centimeters
of their carts. “There are very spe-
cific rules of engagement, and
they are enforced,” says Katey
Dickey, a spokeswoman for the
Westfield Group in the U.S.

Some non-Israeli cart opera-
tors have mixed feelings about the
competition. Israelis “are really
hassling people a lot,” and people
are losing respect for the carts,
says Ayhan Yuce, a Turkish immi-
grant who sells jewelry, sun-
glasses and toys at carts in about
60 U.S. malls. Still, he’s consider-
ing studying Hebrew.

“I really would like to hire
some of those Israelis,” he says.
“They are really good salesmen.
You have to admire them.”

Rami Feinstein first worked the carts in
2003, dreaming about making enough
money to record an album. He channeled
his frustration into a song about the
sales pitch he used to sell cosmetics.

Ana Guembes
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Telecom Italia unveils plan
to cut more jobs, trim debt

U.S. looks to lower Israel air-safety grade
FAA also is reviewing India’s aviation oversight; any downgrades could lead to restrictions on expanding service

Chip maker Infineon’s loss swells

By Andy Pasztor

WASHINGTON—U.S.aviationreg-
ulators are moving to downgrade Is-
rael’s safety ranking and restrict its
carriers from expanding service be-
tween the two countries, according
to people familiar with the details.

Prompted by concerns about lax
government oversight and a short-
age of Israeli inspectors to oversee
carriers, the Federal Aviation Ad-
ministration has informed Israeli
aviation regulators of its prelimi-
nary conclusions, these people said.
No final decision has been made,
and the head of Israel’s Civil Avia-
tion Administration is scrambling
to set up meetings here this week
that could change the outcome.

Unless an Israeli delegation per-
suades the FAA’s leadership to al-
ter course, the agency will deal a
symbolic blow and create political
embarrassment for a close U.S. ally.
Specifically, the FAA will down-
grade Israel to Category 2 from Cat-
egory 1 under the agency’s own in-
ternational safety rankings.

The FAA’s rankings aren’t in-
tended to gauge airline safety sys-
tems or procedures. Instead, they
are focused on the adequacy of
laws, regulations and day-to-day
oversight of carrier operations by a
specific government. If a country is
placed into Category 2 under the
FAA’s rules, its airlines effectively
are blocked from expanding ser-
vices to and from the U.S. In the
past, such decisions have
prompted controversy in Latin
America and Asia, with critics com-
plaining that U.S. carriers bene-

fited by picking up additional traf-
fic on certain routes.

The FAA also has started a simi-
lar review of India’s safety rankings
under the agency’s International
Aviation Safety Assessment pro-
gram,accordingtoU.S. industryand
government officials. That review is
at an earlier stage and is expected to
last several more months, but a
downgrade of India would further
damage tourist confidence in the
wake of last week’s terrorist ram-
page in Mumbai.

The FAA’s moves underscore the
problems many countries face in
hiring and retaining qualified in-
spectors and other aviation profes-
sionals.

Without mentioning countries,

Flight Safety Foundation President
William Voss said in a speech Tues-
day at an FAA-sponsored confer-
encethat there are “examplesof reg-
ulators nearly fading away,” with
“onlyasmallhandfulofpeopledoing
what should be done by more than
100. We see it all over the world.”

An Israeli government official
familiar with the details said the re-
cently appointed head of the Civil
Aviation Administration is meeting
with some FAA officials and the rat-
ing issue “obviously has been un-
der discussion.” The official said
the talks “have been cooperative”
but no resolution has been reached.
After making a presentation at the
safety conference, Bakhshish Sing,
an Indian aviation safety official,

said he was unaware of stepped-up
FAA scrutiny.

Acting FAA Administrator Rob-
ert Sturgell declined to comment.

FAA safety downgrades have af-
fected a number of developing
countries, including Indonesia,
Bangladesh, Ukraine and the Phil-
ippines, usually in the wake of fa-
tal airliner accidents or high-pro-
file incidents. More than 10 coun-
tries with air service to the U.S. are
classified by the FAA as failing to
meet basic international safety
standards.

Both Israel and India were criti-
cizedforsafety-oversightshortcom-
ings in reports prepared in recent
months by the International Civil
AviationOrganization,anarmofthe

UnitedNations.Thereports,accord-
ing to industry and International
Civil Aviation Organization offi-
cials, cite shortages of inspectors
andothersupervisorypersonnel.Is-
rael’s regulatory structure and su-
pervision of airport operations also
needtobeimprovedandupdated,ac-
cording to the aviation organiza-
tion’s findings. The FAA rankings
are largely based on compliance
with the organization’s standards
and the findings of on-site review
teams. Such an FAA team visited Is-
rael weeks ago.

The possibility of a downgrade
was earlier reported by news out-
lets in Israel, as well as an Israeli pi-
lots union newsletter.

U.S. regulators briefly down-
graded Israel in 1995. In recent
weeks, Israel has told the FAA that
it has taken steps to correct over-
sight deficiencies.

In the case of Israel, according to
people familiar with the process,
airlinemanagement and safety pro-
grams received high marks. But in-
ternal Israeli reviews previously
highlighted some of the same
lapses in government oversight
that were documented by Interna-
tional Civil Aviation Organization
audits, prompting a leadership
shake-up inside the country’s Civil
Aviation Authority.

In 2007 the FAA downgraded
the safety ranking of Indonesia,
and in January it took the same
step against the Philippines govern-
ment. But often, countries are able
to get back into the agency’s good
graces. This June, for example, the
FAA reinstated Bulgaria to the agen-
cy’s highest safety ranking.

By Archibald Preuschat

NEUBIBERG, Germany—Chip
maker Infineon Technologies AG
posted a sharply wider net loss for
its fiscal fourth quarter, hit by re-
structuring charges and write-
downs on its stake in unprofitable Qi-
monda AG.

Infineon said it expects to post
an operating loss for fiscal 2009, de-
spite more intensive cost-cutting
measures. The disclosure sent its
shares plunging 40%.

Infineon posted a net loss of Œ763
million ($969.4 million) for the quar-
ter ended Sept. 30, compared with a
year-earlier loss of Œ280 million.

Infineon’s revenue rose 2.3% to
Œ1.15 billion from Œ1.13 billion.

Infineon, a producer of logic
chips mainly for the auto and com-
munications industries, has a 77.5%
stake in Qimonda, which makes
chips for mobile phones, personal
computers and notebooks—seg-
ments that have been hit particu-
larly hard by the credit crunch.

Infineon joined other peers in
warning of tough times ahead. On Fri-
day, STMicroelectronics NV, Eu-
rope’s biggest chip maker, cut its
fourth-quarter revenue forecast, and
earlier this week, Taiwanese compa-
nies Advanced Semiconductor Engi-
neering Inc. and Taiwan Semicon-
ductor Manufacturing Co. slashed
their outlooks for the fourth quarter.

“The financial crisis and eco-
nomic slowdown have already im-
pacted the world-wide semiconduc-

tor market,” said Chief Executive
Peter Bauer, adding he is con-
cerned about prospects for coming
quarters.

In response to the challenging en-

vironment, Infineon said it would in-
crease its cost-cutting goal to Œ250
million a year from Œ200 million, and
is considering shorter hours for its

workers and forced holidays.
The company, based in Neubi-

berg, Germany, said it expects reve-
nue in fiscal 2009 to fall at least 15%
from the previous year’s Œ4.32 bil-
lion. In the current quarter, ending
Dec. 31,

Total profit at the company’s
core business segments, which it de-
fines as adjusted operating income,
is expected to be negative for fiscal
2009, the company said. The cate-
gory excludes various charges, such
as asset impairments and restruc-
turing costs.

Independent Research down-
graded Infineon to sell from buy and
cut its target price to Œ1.10 from
Œ2.50 on the “exceptionally nega-
tive” forecast for 2009.

By Giada Zampano

ROME—Telecom Italia SpA
Wednesday unveiled a long-awaited
business plan that would allow the
company to reduce its debt and trim
costs through an additional 4,000
job cuts and disposals of noncore as-
sets valued at as much as Œ3 billion
($3.8 billion).

In a package of broadly expected
measures, Italy’s largest telecommu-
nications company maintained a fo-
cus on its core markets, Italy and
Brazil, but stopped short of an-
nouncing any aggressive moves.

The 4,000 job cuts come on top
of the 5,000 announced in June. To-
gether, the moves will reduce Tele-
com Italia’s work force by 14%, to
55,000 from 64,000.

“The conditions that have
emerged on the market and in the
real economy mean it is necessary
to be even more incisive in our prior-
ity of debt reduction,” Chief Execu-
tive Franco Bernabè said.

Telecom Italia’s net debt totaled
Œ35.77 billion as of Sept. 30. The com-
pany pledged to reduce its ratio of
debt to earnings before interest,
taxes,depreciationandamortization,
or Ebitda, to 2.9 times by the end of
nextyearandto2.3timesbytheendof
2011, from about three times at the
end of 2008.

“The debt target is a pretty good

one.ButIdon’tthinkŒ3billioninasset
sales will be enough to reach it. I see a
possiblecutin2008dividendsby20%
to 25%,” said Gianpaolo Rivano, asset
manager for GestiRe in Milan.

Mr. Bernabè declined to com-
ment on future dividend moves and
said the company will make a deci-
sion in February. Traders said the
dividend uncertainty hurt Telecom
Italia’s share price, which erased
earlier gains and was down 1.6% to
Œ1.03 Wednesday, in an overall nega-
tive market.

Italy’s former telecommunica-
tions monopoly said it will finance
Œ4.8 billion in investments next
year, when revenue and Ebitda are
expected to be in line with 2008 lev-
els. It targets average annual reve-
nue growth of more than 2% over
the plan’s time span and an Ebitda
margin above 39% by 2011.

Mr. Bernabè said German broad-
band unit HanseNet is among the as-
sets earmarked for a possible sale.
Telecom Italia said it has received
expressions of interests in some of
its assets but said it was too early to
talk about prices.

The company also said it intends
to expand its presence in Argentina
by exercising its call option to in-
crease its shareholding in Sofora
SA, with the support of a local part-
ner.
 —Kathy Sandler in London

contributed to this article.
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Expecting a loss
Infineon Technologies’ shares dropped on Wednesday after its net loss 
widened sharply in the fourth quarter

*Fiscal year ends Sept. 30

Sources: the company (net loss) ; Thomson Reuters Datastream (share price)
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Alan Rosenberg, right, president of the Screen Actors Guild, addresses supporters
at a June rally for the contract-negotiation team.

Hollywood girds for fight
Actors union heads
toward a vote
to authorize strike

By Lauren A.E. Schuker

After months of stalled contract
talks with the Hollywood studios, the
Screen Actors Guild is gearing up to
seek strike authorization from its
120,000 members. But the union’s
ability to win strike approval re-
mains uncertain amid a deep reces-
sion, dissension within its own ranks
and a war of words with increasingly
agitated studio chiefs.

The union hasn’t said when it
will send out strike-authorization
ballots, and the move may not
come until after the holidays. The
three-week voting process—which
requires approval from 75% of vot-
ing union members—makes it un-
likely that a work stoppage could
happen before mid-January.

But political warfare already
has broken out over SAG leader-
ship’s latest step toward a strike,
which comes less than a year after
settlement of a 100-day strike by
Hollywood screenwriters. And
SAG’s leadership—which would be
undermined by failing to win an au-
thorization vote—is facing unrest
among union members who aren’t
inclined to support a strike yet.

In response to SAG’s late-No-
vember decision to seek strike au-
thorization, eight top Hollywood
executives—including Walt Dis-
ney Co. Chief Executive Robert
Iger and News Corp. President Pe-
ter Chernin—authored a letter
against SAG, warning that a strike
would be “self-defeating” and
cause actors to lose more than
they would ever redeem. The let-
ter, which ran as an advertisement
this week in the Los Angeles
Times, is just the first of a series of
public statements against SAG’s ac-
tions expected to come from the ex-
ecutives during the coming weeks,
according to people familiar with
the situation.

The move to seek strike authori-
zation came on Nov. 22, after two
days of mediation between SAG
and the studio’s bargaining arm,
the Alliance of Motion Picture and
Television Producers, or AMPTP,
failed to produce an agreement be-
tween the two sides. Issues at hand
included how actors are paid for
work distributed over the Internet.
The actors want to revisit old for-
mulas involving their compensa-
tion from sales of DVDs.

At a board meeting in mid-Octo-
ber, SAG’s board voted by an over-
whelming majority to seek strike au-
thorization—but only after federal
mediation had failed. Now that me-
diation has failed, the guild is sim-
ply moving to the next step, said
Doug Allen, SAG’s national execu-
tive director and chief negotiator.

“Right now, I am focused on fol-
lowing the almost unanimous direc-
tion of our board to seek a strike-au-
thorization vote,” he said.

A big issue is whether SAG lead-
ership will be able to persuade
enough of its members to vote for
strike authorization. The union’s
ranks have long been divided
across geographical and political
lines, and many SAG members are
launching quiet campaigns against
issuing a strike authorization.
Now, some union members are ex-
pressing strong skepticism at mov-
ing toward a walkout amid a global

economic slump. Many also con-
tend that the entertainment indus-
try hasn’t yet fully rebounded from
the writers’ strike.

A moderate group within the
union called Unite for Strength
sent out a letter to supporters Tues-
day stating concerns that the guild
hadn’t taken every action possible
with regard to the mediation pro-
cess and suggesting that a strike au-
thorization might be premature.
Elsewhere, an online petition
against a strike has gathered more
than 17,000 signatures in fewer
than two weeks, though it isn’t
clear how many of the signatures
are from union members.

Richard Masur, the former na-
tional president of SAG, said he is
concerned that it is too early to
move toward a strike.

“What we agreed to in the board

meeting was that the strike-autho-
rization referendum would be sent
out if mediation failed,” he said.
“But it was the SAG committee and
our negotiators who failed to make
a sufficient effort at a deal. There-
fore, I feel that it is premature to
send out a strike-authorization ref-
erendum as more work needs to be
done on trying to find a deal.”

Mr. Allen and SAG National Presi-
dent Alan Rosenberg declined to
comment on the details of the failed
mediation process, but Mr. Allen
said that “anybody that was in the
room knows that the negotiating
committee for the Screen Actors
Guild workedcreatively,enthusiasti-
callyand diligentlyto reach an agree-
ment with the AMPTP. Any sugges-
tion that they didn’t is false.”

Despite the challenges in per-
suading its members, SAG leader-

ship says a strike authorization is a
necessary next step. Mr. Rosen-
berg said the guild needs the vote
to show management that it has
overcome its historic internal divi-
sions and can stand united.

The weeks ahead are critical for
theindustry,as several major studios
have films set to start production in
January. A strike during this period
could interrupt any of those projects
as well as the Academy Awards.
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By Daniel Michaels

TURIN, Italy—In “Star Wars,”
the Death Star has glass-walled vis-
tas of the cosmos.

The best view real astronauts
on the International Space Station
get is through scattered portholes.
Installing a window in space takes
rocket science. The frame must
withstand huge temperature
swings or it could bend and shat-
ter the glass. The glass has to re-
sist micrometeors and repel cos-
mic radiation in order to protect
astronauts from bad sunburns.
Now, thanks to engineers in this
northern Italian city, astronauts
will soon get “an out-of-this-world
view,” says the U.S. National Aero-
nautics and Space Administration.

Commissioned by NASA, techni-
cians here have created Cupola, a

beveled, seven-
face dome the
size of a Volks-
wagen Beetle
that will be at-
tached to the
space station.
Standing under
Cupola will be
like poking
one’s head into
the abyss. Astro-
nauts will be sur-
rounded by

glass down to their waists and
have an almost limitless view. “It
will be like the difference between
watching TV and seeing an IMAX,”
says NASA astronaut Dan Tani,
who recently spent four months
on the space station.

Italian engineers at Thales Ale-
nia Space, a joint venture of Italian
aerospace group Finmeccanica
SpA and French defense-electron-
ics company Thales SA, won a com-
petition run by the European
Space Agency to build Cupola in
1998.

Boeing Co. had sketched Cupo-
la’s basic design for NASA in the
early 1990s. But funding was a
problem, and the window’s metal
frame proved troublesome to con-
struct. Ultimately, the European
Space Agency offered to make it in
exchange for room on U.S. Space
Shuttle flights.

Cupola posed huge engineering
challenges because it would be
three-dimensional. The angular
frame had to be lightweight, air-
tight and resist enormous stresses
created by its unusual shape. Most
of the space station is made of
thin, flexible metal sheets. But
glass is brittle, so Cupola’s
metal window frames had
to be equally stiff, or the
panes could crack.

A German team
bidding for the Euro-
pean contract pro-
posed building the
Cupola frame from
strips of metal. The
approach was straight-
forward, but judges felt
it couldn’t guarantee suf-
ficient resilience. The Ital-
ians proposed a solution that
would be more difficult to produce
but could offer a stronger struc-
ture: Hew the whole frame from
one big block of aluminum.

“We did it like Michelangelo,”
said Thales Alenia Space engineer-
ing director Piero Messidoro, as he
walked through a dust-free fac-
tory in a white hairnet and lab
coat. The Italian Renaissance mas-
ter sculpted his oversize statue of
David from a single slab of marble.

The 1,680 kilogram structure
will have enough space for two as-
tronauts and offer a line of sight to
the station’s robotic arm. The arm,
used to adjust external equipment
from inside, is now operated with
the help of eight video cameras. Cu-
pola will also let astronauts inside
the station better assist spacewalk-
ing colleagues. Dino Brondolo, who
ran the five-year, $25.4 million
project at Thales Alenia Space, sees
an even more important human sig-
nificance: “Cupola will represent a
psychological link between the sta-

tion and Earth,” he says.
Begun in 1998 and gradually ex-

panded, the space station can sup-
port three residents for months at
a time. The astronauts mainly
study Earth, new zero-gravity tech-
nologies and the effects of space
on humans.

Yet for all its cutting-edge tech-
nology, the station’s interior more
closely resembles a submarine than
Battlestar Galactica or Starship En-
terprise. Since residents can float
about, every surface is covered with
equipment or cabinets.

“It really feels like you’re in a
cluttered zero-G living room,”

says recent space-tour-
ist Richard Garriott,

who paid $30 mil-
l i o n f o r a

10-day stay on
the station.

The roomy

station could start feeling claustro-
phobic and crowded next spring
when its permanent population
doubles to six. Occupancy will hit
nine residents during crew
changes, which take several days.

Space men and women who are
confined together about 325 kilo-
meters above Earth need to re-
charge their emotional batteries,
says Simonetta Di Pippa, the Euro-
pean Space Agency’s director of hu-
man spaceflight. “If astronauts
don’t stay in a good mood, a mis-
sion could become unmanageable
in a few days,” she says. “Cupola
will be a nice retreat,” says Mr. Gar-
riott, the space tourist.

To turn science fiction into real-
ity, Italian engineers used high-tech
versions of ancient skills. They hard-
ened a giant chunk of metal, carved
the window frame from it, and then
installed insulation and glass. Black-

smiths for ages have forged metals
through a process of heating, ham-
mering and cooling.

When Mr. Brondolo’s team got
to work on a two-ton block of a so-
phisticated aluminum alloy to
make the frame, their challenge
was to make sure that its internal
consistency would stay uniform so
it wouldn’t become a problem on
the station. If some sections be-
came denser or harder, the frame
might twist or bend in the searing
heat and freezing cold of space.
But when technicians placed their
pricey metal in a sophisticated
press to strike it—in a modern ver-
sion of hammering a red-hot horse-
shoe—the press slammed down un-
evenly, destroying the metal
block. The engineers recalibrated
their equipment and succeeded on
a new slab. Next, they threw away
80% of the block as robots carved
a dome-shaped lattice from the
hardened aluminum. The delicate
process took more than two
months.

Before glass could be installed,
engineers threaded the carved
frame with tubes that will pump hot
or cold water to offset external heat
or cold and keep the aluminum a uni-
form temperature and shape. They
then attached titanium mounting
brackets and rubber seals around
the seven window frames before in-
serting four sheets of glass into
each face. The panes are coated to
prevent reflection and condensa-
tion. The also filter out radiation.
Still, Cupola users must don special
glasses in direct sunlight. When it’s
not being used, Cupola will be pro-
tected by metal shutters to shield it
from dust, rocks and man-made
space debris that could scratch or
crack the glass.

NASA plans to deliver Cupola
next year. A panoramic view of the
cosmos could take longer, how-
ever, because Cupola will usually
point toward Earth. Station resi-
dents don’t mind.

“It’s beautiful to look into space
for five minutes, but it doesn’t
change,” says Mr. Tani, the astro-
naut. “You circle Earth every 45 min-
utes—watching that is fantastic.”

Italians build Cupola for space station
Technicians install
window on universe;
as big as VW Beetle

By Nick Wingfield

Netflix was a pioneer in the busi-
ness of movie rentals—getting con-
sumers to rent DVDs online and mail-
ing them out in cheery red enve-
lopes. Recently, it has been putting
a lot of effort into a service that de-
livers movies digitally over the In-
ternet to subscribers, preparing for
a day when getting movies on a phys-
ical disc will become outmoded.

People today use the Netflix ser-
vice on their computers, but Netflix

has cut a series of
deals with hard-
ware partners to
make the service
available on TV sets

through an array of devices.
Most of these devices were de-

signed to do other things: a video-
game console, high-definition Blu-
ray disc players, a TiVo digital video
recorder. So to see how well the ser-
vice works on these devices, I’ve
spent the past couple of weeks com-
paring the Netflix experience on Mi-
crosoft’s Xbox 360 game console, on
LG Electronics’ BD300 Blu-ray disc
player and on a set-top box from

Roku called the Netflix Player. The
last, as the name implies, is designed
mainly for Netflix service.

All of these devices suffer from a
relatively skimpy selection of vid-
eos on the Netflix Internet service.
Netflix has more than 100,000 titles
for rent on disc, but only about
12,000 titles for viewing through its
Internet service at the moment, and
there’s often a months-long delay af-
ter a movie’s theatrical release be-
fore it shows up online. Television
shows generally turn up more
quickly.

Still, I find the Netflix service
very appealing, especially for catch-
ing up on episodes of TV series, such
as “30 Rock,” that I missed when
they originally aired. Unlike the
iTunes Store and other sites that
charge users $1.99 per TV episode
and $3.99 to rent a movie online, the
Netflix Internet service is free to sub-
scribers to its DVD service on one of
the company’s “unlimited” rental
plans, which start at $8.99 a month.

Depending on how fast your Inter-
net connection is, Netflix videos be-
gin playing almost instantly, though
you can’t keep permanent copies.

Connecting the devices to Net-
flix through my wired home net-
work was easy in all three cases. I
used a wireless home network—
more common in homes than the
wired variety—with the Roku de-
vice, the only one of three products
that comes with built-in Wi-Fi (it
worked well in this mode). People
who want to use the Xbox 360 with a
wireless network will have to spend
$70 or so on an external Wi-Fi
adapter. LG recommends people use
only a wired home network to con-
nectto Netflix fromits player, includ-
ing adapter kits that cost about $100
for transmitting data over home
powerlines.

All the devices require you to cre-
ate a list of movies you want to
watch from a computer, just like Net-
flix subscribers set up “queues” of
DVDs to be delivered to them by
mail. The Xbox 360 offered by far
the most elegant-looking interface
for browsing through videos in my
Netflix queue, letting me smoothly
glide through a long row of cover art
representing all of the movies and
TV shows I had selected on my PC.

In contrast, the Netflix menu on

theLG Blu-ray player and Roku device
weremorestatic,makingitmoreawk-
ward to navigate the expanse of titles.
Netflix became available on the Xbox
360 in November as part of a more
sweeping software upgrade, deliv-
ered over the Internet, that remade
the graphical look of the system.

The quality of most of the videos
on Netflix is, to my eyes, about DVD
quality,though Netflix is adding some
titles in high-definition to its Internet
library. HD titles were available for
viewing only through the Xbox 360
when I was testing the service. Roku
andLGsaytheywillmakesoftwareup-
dates available online this month that
add HD support to their devices.

The Xbox 360 also has some an-
noying quirks when using it as a
movie player—including a noisy fan
I found distracting. The game con-
troller that comes with the Xbox
360 is clunky for playing movies, so
users will need to invest in an inex-
pensive additional remote-control
design for media. The Roku and LG
players, in contrast, were totally si-
lent and had acceptable remote con-
trols for watching Netflix videos.

I experienced the most serious

glitches with the LG Blu-ray player,
which occasionally dropped the
video signal to my television set as I
was watching a movie. LG says the
loss of video signal could have been
due to the connection I used to hook
the player to my TV, though I’ve
never had a problem with other de-
vices usingthe sameconnection. The
LG Blu-ray player also took the long-
est of all the devices to install soft-
ware upgrades from the Internet.

While there are some differences
in the Netflix experience on the
Roku device, Xbox 360 and LG Blu-
ray player, none of them is so great
that they should trump other consid-
erations—like a desire to play video-
games or watch HD Blu-ray mov-
ies—in deciding which system is the
best fit.

The LG Blu-ray player is available
online for about $300. The cheapest
Xbox 360 model is $199. But if what
you’re after is primarily Netflix mov-
ies, and you’ve got room near your
TV for another box, the $99.99 Roku
product is the best value.

Email Nick.Wingfield@wsj.com.
Walt Mossberg is on vacation.

Netflix delivers films over Web, but which device is best?

TECHNOLOGY JOURNAL

An artist’s rendition of Cupola, an observation and control tower for the
International Space Station, with windows that will provide a panoramic view for
observing and guiding operations on the outside of the station.
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RIM cuts outlook on delay
of rollouts, weaker demand

A new antipiracy effort
Blackwater offers
protection to ships
in dangerous waters

Blackwater says the McArthur could be deployed to scare off pirates. The ship can
carry helicopters, inflatable boats and 30 guards as well as 15 crew members.

An Indian court Wednesday dis-
missed a challenge from a unit of
Vodafone Group PLC, which is con-
testing demands that it pay an esti-
mated $2 billion in capital-gains tax.

The company said it would ap-
peal the Bombay High Court’s deci-

sion to India’s Supreme Court.
Vodafone International Holdings

BV, a Dutch company wholly owned
by U.K.-based Vodafone Group, has
long challenged Indian tax authori-
ties’ jurisdiction to recover the tax.

The $2 billion tax bill relates to
Vodafone’s $11.1 billion acquisition
of a controlling stake in mobile oper-
ator Hutchison Essar, since re-
named Vodafone Essar, from Hong
Kong’s Hutchison Whampoa Ltd.

In an issue that has huge poten-
tial significance for future foreign
investment in India, the Indian in-
come-tax department argues that
Vodafone is liable to pay the tax, as
the 2007 transaction involved the
transfer of an Indian asset and
Vodafone should have withheld tax
on behalf of the Indian government.

Vodafone, the world’s largest
mobile operator by revenue, as-
serts that the deal between its
Dutch unit and Hutchison’s Cayman
Islands-registered vehicle isn’t lia-
ble to be taxed in India, as it took
place on foreign soil.

The dismissal Wednesday allows
the Indian tax authorities the juris-
diction to investigate Vodafone’s ac-
quisition, but the Bombay High
Court has given Vodafone eight
weeks to file a fresh appeal to the Su-
preme Court, and the company said
it will do so.

Until the appeal is heard, which
is unlikely to be before next year,
the tax authorities can’t act, and if
they do win jurisdiction, the pro-
cess of auditing the acquisition

could take months. Even then,
Vodafone has avenues of appeal,
and any resolution could be some
way off. The company hasn’t made
provisions for the Indian tax claim
in its financial accounts.

Vodafone said it was disap-
pointed by the court’s decision. “It is
important to note that this decision
does not mean that Vodafone is lia-
ble to have deducted withholding tax
on the proceeds paid by us to Hutchi-
son Telecommunications Interna-
tional Group,” the company said.

India is Vodafone’s flagship
growth market, driving emerging-
market sales and offsetting the slow-
down in mature European countries.

While earnings margins have
come under pressure lately as more
competition in India drives prices
down, there are still huge penetra-
tion opportunities, and the compa-
ny’s revenue in the country grew 41%
on a like-for-like basis in the first
half of the year from a year earlier.

Court rebuffs Vodafone
in an Indian tax case

By August Cole

Private security firm Blackwater
Worldwide began holding meetings
in London on Tuesday with poten-
tial clients for a new business ven-
ture—protection from pirates.

The Moyock, N.C., firm, which has
grown rapidly through U.S. State De-
partment security work in Iraq, has
been courting shippers and insurance
firmsaboutprotectingshipsinpirate-
infested waters. It is meeting with
morethanadozenfirmsthisweekand
hopes to drum up its first contract.

There have been almost 100 at-
tempts this year to seize ships off
East Africa, fewer than half of which
were successful, according to the
U.S. Navy. On Nov. 30, two skiffs ha-
rassed an Oceania Cruises Inc. ship
passing through the Gulf of Aden.
Eight shots were fired at the cruise
liner, which evaded the boats, accord-
ing to the Miami-based company.

A chemical tanker in the Gulf of
Aden was seized by pirates last
week, and earlier in November pi-
rates grabbed a Saudi tanker loaded
with $100 million of oil, which is still
being held.

Navies from the U.S., India, Rus-
sia and Europe, including the Brit-
ish navy, have stepped up their pa-
trols off the coasts of Somalia and
Kenya and in the Gulf of Aden, but
don’t have the resources to protect
all of the vessels that ply those wa-
ters. On Tuesday, the United Na-
tions Security Council passed a reso-
lution supporting a European Union
naval mission to combat piracy off
the coast of Somalia.

The EU said Wednesday a flotilla

will begin antipiracy operations off
the coast of Somalia next week. The
six warships and three maritime re-
connaissance aircraft will replace a
NATO naval force that has been pa-
trolling the region and escorting
cargo ships carrying relief aid to So-
malia since the end of October.

The U.S. Navy is warning that
ships need to be ready to fend for
themselves. “We’ve made alot of rec-
ommendationsthatrangefrom keep-
ing ladders up on the ships’ sides to
putting professional security teams
on board,” said a Navy official.

Thepirates,oftenarmedwithauto-
matic weapons and rocket-propelled
grenades, have lured ships with false
distress calls and even attempted as-
saultswithfast-movingboats,accord-
ing to reports from the International
Maritime Bureau’s Piracy Reporting
Centre on recent attacks.

Blackwater already has a ship it
says could be deployed abroad to
scare off or even challenge pirates:

the 56-meter McArthur, which the
company bought in 2006. It can
carry two helicopters as well as
rigid-hull inflatable boats favored
by naval commandoes, and 30
guards in addition to a crew of 15.

“Its primary goal would be one of
deterrence, that’s the idea here,” said
a Blackwater spokeswoman. The
company would prefer to keep its
guards aboard its own ship because
of legal uncertainties. “We would be
allowed to fire if fired upon; the right
of self-defense is one that exists in in-
ternational waters,” she said.

Blackwater’s push to land its first
antipiracy contract is part of a strat-
egy to build its business outside its
State Department security work in
Iraq, which brings in $300 million to
$400 million a year. There are con-
cerns that costs and legal risks in
Iraq could skyrocket because, under
a new accord, foreign contractors
there are set to lose their immunity
from local law next year.

By Nick Wingfield

In a bid to create new eye-catch-
ing mobile phones, HTC Corp. has
struck a deal that will expand the
handset maker’s creative team to in-
clude designers of furniture, house-
wares and athletic gear.

HTC of Taouyuan, Taiwan, said it
has acquired an 18-person San Fran-
cisco firm called One & Co. Design
Inc. that specializes in designing a
broad range of consumer products.

Terms weren’t disclosed.
Designers from HTC and One &

Co. previously collaborated on sev-
eral phones that helped establish
HTC’s reputation for producing slick-
looking gadgets, including the HTC
Diamond, a smartphone with a large
touch-screen and distinctively
shaped black case.

The alliance could give HTC
greater access to creative talent as
design and technology become more
deeply intertwined in the mobile-
phone market, a trend illustrated by
the success of Apple Inc.’s iPhone.

HTC plans to let One & Co. con-
tinue to consult for clients outside
the mobile-phone business. In the
past, the firm has dsigned prod-
ucts ranging from snowboard
boots for sporting-goods maker K2
to a credenza for Council Design.

To spruce up
handsets, HTC
buys design firm

CORPORATE NEWS

By Sara Silver

Research In Motion Ltd. was
forcedtoloweritsearningsoutlookfor
the latest quarter, as slowing U.S. de-
mandforolderBlackBerrydevices,de-
layed rollouts of new models and a
strongerU.S.dollarcombinedtodamp
thecompany’s growth.

The Canadian smartphone maker
said it still expected sales to be 65%
higher than a year earlier,however,on
generally strong demand for its email
devices, which now include touch
screens and other features for watch-
ing videosand surfing the Internet.

RIM’s lowered forecast followed a
similar warning from rival Palm Inc.
this week, as the global economic
slowdowncausesconsumerstodelay
purchases of new cellphones. Those
consumers upgrading to do-every-
thing smartphones can now choose
fromawiderrangeofproducts,includ-
ingtheiPhonefromAppleInc.andthe
Google-based G1 by HTC Corp.

RIMsharesrose1% to $37.64 inaf-
ternoon trading Wednesday on the
Nasdaq Stock Market after falling
earlierinthesession.Thecompanyis-
sued its warning Tuesday night after
U.S. markets had closed. Its shares

have lost three-quarters of their
value since late June, when a boom-
ing market for smartphones pushed
their price above $140.

RIM predicted earnings for its fis-
cal third quarter, which ended Satur-
day,of 81to83centsa share onsales of
$2.75billionto$2.78billion.InSeptem-
ber, RIM had projected profit of 89 to
97 cents a share and sales of $2.95 bil-
lion to $3.1 billion. That outlook itself
wasbelow analysts’expectations.

The Waterloo, Ontario, company
hasbeenrollingoutaslewofnewmod-
els to attract consumers to the work-
horse devices favored by many busi-
nessusers.Thisquartersawtheintro-
duction of the touch-screen Black-
BerryStorm, designed to compete di-
rectly against the iPhone, and the
high-speed Bold, whose screen is de-
signed to enhance video viewing. But
those products reached the market
later than expected and coincided
with the implosion of consumer de-
mand on fears of a deep recession.

There were 2.6 million new Black-
Berry subscribers in the latest quar-
ter, up 57% from a year earlier. New
subscribers reached a record level on
Nov. 21, when the BlackBerry Storm
launched in the U.S.

India is Vodafone’s big growth market,
offsetting the slowdown in Europe.
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By Aaron O. Patrick

Two senior executives have left
EMI Group Ltd., the troubled music
company that was purchased last
year by London-based private eq-
uity firm Terra Firma Capital Part-
ners Ltd., according to people famil-
iar with the matter.

Chris Roling, the president of
EMI’s music division, left the com-
pany in September after completing
projects there, a person familiar
with the matter said. Ashley Unwin,
the president of EMI music’s U.K.
and Irish businesses, left recently,
the person said. They will not be re-

placed, the person said. An EMI
spokesman declined to comment.

Both men were Terra Firma exec-
utives who worked on the acquisi-
tion of EMI. They joined EMI after
the deal closed as part of an effort to
stabilize the business, which was
losing money amid rampant piracy
in the music industry.

Messrs. Roling and Unwin
couldn’t immediately be reached for
comment. The departures were first
reported in the Daily Telegraph.

In July, Terra Firma Chief Execu-
tive Guy Hands appointed a former
Procter & Gamble Co. manager,
Elio Leoni-Sceti, chief executive of
EMI’s music division. Early last
month, Mr. Leoni-Sceti restruc-
tured the division, splitting it into
three units: new music, catalog
and music services.

At Terra Firma, Mr. Roling was
managing director of portfolio busi-
ness, making him responsible for
planning what the private equity
firm would do with businesses it
had purchased, according to the
firm’s Web site. Mr. Unwin was man-
aging director of talent, giving him
responsibility for recruiting execu-
tives for Terra Firma’s businesses,
the Web site says.

The latest figures available show
EMI lost £414 million ($616.8 mil-
lion) in the nine months ended
March 31.

Roling, Unwin leave EMI Group
as projects are completed

By Raghavendra Upadhyaya in
Mumbai and Kathy Sandler in
London
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Dell’s revival strategy runs into trouble
Firm plays catch-up
as industry evolves ;
low-cost edge is lost

At U.S. malls, it’s
shalom, Christmas
shoppers. Page 30

Leaked files show
peer-to-peer risks.
WSJ.com/BizTech

By Justin Scheck

M
ICHAEL Dell’s plan to
fix the company he
founded, Dell Inc.—
once the biggest per-
sonal-computer

maker in the world—is stalling.
Dell reported falling revenue

and shrinking profits last month
for its most recent quarter. And
while profit margins grew, the
gains resulted from painful cost
cuts, including massive layoffs and
decisions not to invest in launching
products like portable music play-
ers and cellphones—the kinds of
gadgets Mr. Dell had described pre-
viously as building “brand lust.”

By contrast, Dell’s main rival,
Hewlett-Packard Co., last month an-
nounced increased quarterly sales
and a 10% jump in PC revenue from
last year.

Mr. Dell, who famously founded
his company in a University of
Texas dorm room, once ruled the
PC market with a simple strategy:
Build reliable desktop PCs, and sell
directly to customers over the
phone or online, cutting out the
middleman.

When he left Dell in 2004, it sold
more PCs in the U.S. than its four
closest rivals combined, according
to the analysis firm Gartner. Back
then, H-P was struggling in second
place.

Now the tables are turned.
Dell’s core business of selling desk-
top PCs directly to companies
keeps slowing, and it has lagged be-
hind H-P and others in adapting to
the growing popularity of con-
sumer laptops—which people
would rather buy in stores, where
they can try them out.

Dell’s challenges are testament
to the rapidly changing global gad-
get business. The rise of note-
books, tiny “netbooks” and smart-
phones such as Apple’s iPhone is
forcing PC makers to rethink the
very definition of a “personal com-
puter.”

At the same time, Dell has lost
its low-cost edge as its rivals
shifted to using Asian factories-for-
hire to build their wares. Today,
many of Dell’s own factories, such
as one in North Carolina that is
only about three years old, can no
longer compete on cost.

Dell is trying to sell off some
plants. But in October, tech-indus-
try analysis firm iSuppli suggested
that Dell may actually have to pay
other companies to take them.

In an interview earlier this year,
Mr. Dell acknowledged the frustra-
tion with the slow pace of his turn-
around. “Everything takes longer
than I’ve expected, than I’d like it to
take,” he said.

Mr. Dell has made some signifi-

cant progress. Despite recent weak
sales, the company’s operating
profit is up thanks to a nearly two-
year cost-cutting effort. That re-
sulted in higher profit margins
than last year, beating analysts’
earnings predictions. Dell has al-
most 10,000 fewer employees than
a year ago.

Dell has also released more new
products this year than in past
years, and has boosted sales and
profits in its consumer division—
the fastest-growing segment of the
PC market, and historically a Dell
weak spot.

Its quarterly earnings per share
of 37 cents beat analysts’ estimate
of 31 cents. Expenses were down
11% from last year. But Dell shares
are trading below $11, down from a
52-week high of more than $28.

A spokesman referred ques-
tions about Dell’s turnaround plan
to statements made during last
month’s earnings conference call.
During that call, Mr. Dell and the
company’s chief finance officer,
Brian Gladden, pointed out that
Dell has succeeded in making inter-
national sales, as well as higher-
profit items like corporate server
computers, a bigger part of reve-
nue.

The two also blamed sales de-
clines on the weak economy, which
is slamming the entire tech indus-
try. In recent weeks, H-P and Cisco
Systems Inc. have announced cost
cuts.

Mr. Dell, 43, returned to the com-
pany as chief executive in early
2007 with a two-pronged rescue
plan: Cut costs in the thin-profit PC
business, and invest in new areas,
including not only music players
and new portable devices, but also
“business services” such as run-
ning corporate in-house networks.

Now, Mr. Dell’s dual aims—cut-
ting at the low end, while pushing
new high-end gear and services—
are in conflict. Dell’s slim profit
margins make it tough to invest
heavily in R&D even in good times.

A Dell spokesman says that in-
vesting in new products and slash-
ing costs “aren’t mutually exclu-
sive.”

The impact of the economic
downturn is particularly clear in
corporate sales, Dell’s single big-
gest business, which generated

about 80% of revenue the past year.
After posting annual unit increases
of 12% or more each quarter for the
past year, commercial shipments
dropped 5% in the most recent quar-
ter, and revenue fell 6%. For years,
commercial PCs had been a reliable
growth source for the industry.

Partly due to the weakening
tech market, Dell this fall killed
plans to sell a portable music
player, even though it was already
testing prototypes, say people fa-
miliar with the matter. It also is
backing away from tentative plans
to design a mobile phone, say peo-
ple briefed on the business.

A spokesman declined to com-
ment on Dell’s phone plans. Earlier
this year, Mr. Dell said the company
continues to consider the phone
business, but has no imminent
plans to enter it.

In its heyday, Dell boasted indus-
try-leading profit margins and as-
sembly system so efficient that it
was the subject of scholarly pa-
pers. Dell today is in a “squeeze
play,” says Paul Argenti, a profes-
sor at Dartmouth College’s Tuck
School of Business who has studied
the company.

On one side are low-cost Asian
PC makers, while at the other is Ap-
ple, which commands premium
prices that help fund R&D. But
while the challenges are formidable,

Mr. Dell is “enormously talented”
and is capable of formulating a new
strategy, Mr. Argenti said.

Mr. Dell, who remained chair-
man during his three years away
from the CEO’s office, stays closely
connected with product develop-
ment. He fires off late-night emails
asking about individual compo-
nents in new PCs, colleagues say.
And Mr. Dell says he routinely dis-
mantles rivals’ PCs in a room in his
Austin, Texas, home.

H-P has a significant advantage
over Dell. Its highly profitable
printer business and business-ser-
vices division are far bigger than
Dell’s. This has helped insulate H-P
from PC-market weakness. PCs are
about 35% of H-P’s revenue; they are
about 60% of Dell’s.

H-P has continued to beat Dell in
PC sales. In October, analysis firm
IDC reported that H-P remained the
world’s largest PC maker in this
year’s third quarter. Its shipments
increased 14.9% compared to the
year-earlier period. Dell increased
shipments only 11.4%.

Dell’s disadvantage is magnified
by falling PC prices. For the quarter
ended Aug. 1, it reported a 17% an-
nual drop in profits largely because
a European division cut prices to
chase large corporate deals, said a
person familiar with the matter.

In the recent earnings call, Mr.
Dell said the company has decided
to keep profit margins up, rather
than lower prices to spur growth.

Dell’s fortunes looked much bet-
ter four years ago, when Mr. Dell
left the CEO post. The low-cost busi-
ness model of selling PCs directly
to customers had propelled 2004
sales above $40 billion. But growth
stalled in 2006.

A big factor: H-P found Dell’s
weak spot by focusing on retail
stores, where Dell had no presence.

Mr. Dell took back the reins from
then-CEO Kevin Rollins in early
2007, pronouncing his old business
model dead. After his return, he an-
nounced the company would start
selling in stores.

Today, Dell needs to worry about

retail sales cannibalizing its higher-
profit direct sales. An executive at
Best Buy Co. said recently in an inter-
view that it expects its sales of Dell
PCs to take away from Dell’s direct
sales.

Dell doesn’t report retail profits,
but profit margins there remain
slim, analysts say.

A Dell spokesman said that “re-
tail has actually enhanced the on-
line business,” since it has raised
Dell’s profile with consumers.

Mr. Dell also focused on the con-
sumer-laptop business, which by
that time suffered from a troubled
reputation. For instance, tech blogs
had a field day after Dell and a few
other manufacturers’ notebooks
caught fire due to battery problems.
Dell recalled the faulty batteries,
which it hadn’t manufactured.

Mr. Dell hired top executives
from outside the company to push
into new markets and cut costs. He
brought in Motorola Inc. veteran
Ron Garriques to run the new con-
sumer division. Mr. Garriques set
up a Chicago office, hiring ex-Mo-
torola employees to develop porta-
ble devices, including mini-note-
book PCs. In August 2007, Dell ac-
quired Zing Inc., a company
founded by an Apple veteran that
develops portable music players
and software. Dell said it planned
to release a Zing music player this
year, along with Zing software.

Dell has pushed into the hot mar-
ket for netbooks—small, low-power
laptops designed mainly for Inter-
net access. However, netbooks have
thin profit margins and sell for as lit-
tle as $350.

Meanwhile, H-P this year intro-
duced a line of two consumer-ori-
ented smartphones in Europe. It
also beat Dell into the netbook mar-
ket.

Dell’s biggest transformation
may be in manufacturing, which
was narrowly tailored to its original
direct-sales strategy. The company
eschewed inventory, and its fa-
mously efficient factories quickly as-
sembled build-to-order PCs. Plants
were often located in local markets
to speed up delivery times.

But Dell stuck to that approach
too long, opening new plants in the
U.S. while rivals like Apple and H-P
shifted to Asia.

At a conference in Switzerland
early last year, Mr. Dell approached
Mike Cannon, a former CEO of a con-
tract manufacturer. On a plane back
to the U.S., Mr. Dell told Mr. Cannon
that Dell “needs a lot of help,” Mr.
Cannon recalled earlier this year.
Shortly after, he was hired as Dell’s
operations chief.

Mr. Cannon soon began efforts
to outsource Dell’s manufacturing
to Asia and to start the process of
selling off factories.

On a conference call with ana-
lysts last month, Mr. Dell said his
leadership team has laid “important
foundations that position us to be a
stronger and more nimble com-
pany.”
 —Miguel Bustillo

contributed to this article.

Italian technicians, working with NASA,
build Cupola for space station, installing a
window on the universe. Page 28

Note: As of 3Q 2008, preliminary data Source: IDC

Piece of the pie
A look at where Dell stands in the world-wide PC business
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Michael Dell acknowledges frustration with the slow pace of his turnaround.
‘Everything takes longer than I’ve expected, than I’d like it to take,’ he said.
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More melamine-tainted eggs
are found in Hong Kong

—Compiled from staff
and wire service reports.

Eni SpA

Italian oil company Eni SpA has
declared force majeure on 15,000 to
18,000barrels a day ofits share of Ni-
gerian crude output, a company
spokesman said Wednesday. The
move, which gives Eni legal protec-
tion for not meeting its contractual
obligations to customers, follows
damage to a pipeline from its Brass
River oil field in the Niger Delta. The
spokesman couldn’t give an indica-
tion on when the force majeure
wouldexpire.Enisaidithadn’tyet es-
tablished the cause of the pipeline
damage. The Brass facility provides
crude to seven state-run Indian Oil
Corp. refineries. Pipelines at the fa-
cility have been sabotaged by mili-
tant groups, causing intermittent
disruptions.

EDF in blockbuster bid
for Constellation Energy
Firm tries to thwart
Warren Buffett’s bid
with a big premium

GlaxoSmithKline PLC

Drug maker GlaxoSmithKline
PLC Wednesday said it will cut 200
jobs at its manufacturing plant in
Barnard Castle, northern England,
over the next 12 to 18 months. The
decision follows the arrival of ge-
neric competition for half of the
medicines made at the site, includ-
ing the antinausea treatment Zof-
ran. A GlaxoSmithKline spokesman
said the drug maker expects de-
mand for Zofran to fall from eight
million vials in 2008 to “virtually
zero” in 2009. Despite the staff re-
duction, the plant will continue to
operate and is set to receive £17 mil-
lion ($25.3 million) in investments
next year, the company said.

British Airways PLC

Traffic falls 5.9% as slump
keeps more people at home

British Airways PLC saw a 5.9%
drop in November traffic and filled
fewer seats as would-be travelers
stayed home amid the increasingly
grim economic environment. The
airline carried 2.4 million passen-
gers last month, 7.8% fewer than a
year earlier. Premium traffic was
down 11% while non-premium traf-
fic dropped 4.8%. Even though the
British flag carrier reduced its ca-
pacity by 3.1%, its passenger load fac-
tor, which measures the percentage
of filled seats in plane, fell 2.2 per-
centage points to 74.4%. Low-cost
airline Ryanair Holdings PLC, mean-
while, said it carried 4.32 million
passengers in November, up 11%
from a year earlier. Its load factor
rose one percentage point to 79%.

A WSJ NEWS ROUNDUP

Hong Kong authorities said
they found excessive amounts of
the industrial chemical melamine
in a fourth batch of eggs from
mainland China, more than a
month after they last found ele-
vated melamine levels in eggs
from the mainland.

Separately, Saudi Arabia’s Food
and Drug Authority warned of
traces of melamine in some of the
milk products from Nestlé SA, the
Swiss food and beverage giant.

The Saudi food regulator said on
its Web site that it detected
melamine in four products of China-
made Nestlé milk powder and in
chocolate wafers from a Malaysian
company.

Nestlé defended its dairy prod-

ucts as “absolutely safe for con-
sumption,” a company representa-
tive said.

Meanwhile, European Union reg-
ulators banned imports of Chinese
soy-based food products for infants
and young children after melamine
was found in Chinese soybean meal,
the EU said on Wednesday.

Rich in nitrogen, melamine can
be added to substandard or watered-
down milk to fool quality checks,
which often use nitrogen to mea-
sure protein levels in milk.

In Hong Kong, food-safety au-
thorities said egg samples from
northeastern China’s Jilin province
were found to contain 4.7 parts per
million of melamine, nearly double
Hong Kong’s legal limit of 2.5 parts
per million.

By Adam Mitchell

And Geraldine Amiel

Électricité de France SA
Wednesday offered to pay as much
as $6.5 billion for assets of Constel-
lation Energy Group Inc., the U.S.
utility that has agreed to sell itself
to Warren Buffett’s MidAmerican
Energy Holdings Co.

State-controlled EDF, the
world’s biggest nuclear utility, said
it would pay $4.5 billion for 50% of
the Baltimore-based company’s nu-
clear assets. The bid values Constel-
lation at around $52 a share, EDF
said, representing a 107% premium
to Constellation’s 4 p.m. share
price of $25.15 Tuesday.

In afternoon trading Wednesday
in New York, Constellation’s shares
were up 11% to $27.98. In Paris,
EDF’s shares fell to Œ44.34 ($56.33),
down 22 European cents.

As part of the deal, the French
utility is offering to inject $1 billion
into Constellation immediately in
exchange for preferred shares. EDF
also said it would buy as much as $2
billion in nonnuclear assets from
Constellation.

The proposal counters a Septem-
ber agreement for Constellation to
be sold to MidAmerican Energy, a
unit of Berkshire Hathaway Inc.,
for $4.7 billion, or $26.50 a share.
Constellation shareholders are
scheduled to vote on Dec. 23 on
whether or not to approve Mi-
dAmerican’s offer.

Constellation Energy said its
board would review the offer “as
soon as practicable.” The company
also said it hasn’t withdrawn, modi-
fied or qualified its recommenda-
tion for its shareholders to vote in fa-
vor of the deal with MidAmerican.

EDF already has a 9.5% stake in
Constellation and a joint venture
with the company, called UniStar Nu-
clear Energy, established to build
and operate nuclear power plants in
the U.S.
 —Mark Long

contributed to this article.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Order slowdown hits U.S. Steel;
cutback to idle 13% of work force

OAO Gazprom

Russian gas monopoly OAO Gaz-
prom plans to invest a total of 920
billion rubles ($32.95 billion) in
2009, part of which may be pro-
vided by the state, Chief Executive
Alexei Miller said Wednesday at the
launch of the company’s new Bov-
anenkovo-Ukhta pipeline project.
State funding would be cheaper
than other sources, he said. About
one-fourth of investments in 2009
and 2010 have been earmarked for
projects on the Arctic Yamal penin-
sula, he said. Top Gazprom officials
met with the local government in Ya-
mal on Wednesday to launch work
on the pipeline, which will transport
Yamal gas into Russia’s centralized
gas system. Yamal is Gazprom’s key
source of future output as produc-
tion falls at mature deposits in West
Siberia. Gazprom’s 2008 invest-
ment plan was approved by the
state at 821.66 billion rubles.

British Broadcasting Corp.

A planned online-television joint
venture between British Broadcast-
ing Corp., ITV PLC and Channel
Four Television Corp. would re-
strict competition in the supply of
video-on-demand services in the
U.K., antitrust authorities said
Thursday. The U.K. Competition
Commission said in a preliminary re-
port that the joint venture, known

as Project Kangaroo, is likely to sub-
stantially limit competition in the
supply of video-on-demand content
at both the wholesale and retail
level. The Web-based service would
give viewers access to recently
aired television programs and ar-
chived content. The commission,
which has suggestedsolutions to ad-
dress the loss of competition, will
hold consultations before publish-
ing its final decision by Feb. 8, 2009.

MAN AG

MAN AG Chief Executive Hakan
Samuelsson said he expects the cur-
rent economic crisis to last longer
than previous downturns, and
pledgedtocutcoststoensuretheGer-
man truck maker and engineering
company will reach its minimum re-
turn-on-sales target next year. Sepa-
rately, Swedish truck maker Scania
AB said it will halt its truck produc-
tion at five plants in Europe for one
month, starting Dec. 19, because of a
drop in orders. MAN’s Mr. Samuels-
son said he expects the crisis to last
between two and 2µ years. The com-
pany expects commercial-vehicle
sales to drop around 30% in 2009
from the previous year, Mr. Samuels-
son said. He said MAN will cut costs
at its truck business by 30% to ensure
it will reach its minimum return-on-
sales target of 6.5% next year.

Anglo Irish Bank Corp.

Anglo Irish Bank Corp. Wednes-
day posted a 33% drop in net profit
for its fiscal full year because of
bad loans and investments, as well
as expectations of more losses
from the financial crisis. In the
year ended Sept. 30, net profit
plunged to Œ670 million ($851 mil-
lion) from Œ998 million a year ear-
lier. The Dublin-based bank said it
suffered unprecedented losses on
its loans, chiefly to property devel-
opers and owners of commercial
properties. It reported a Œ224 mil-
lion loss from loans and a Œ155 mil-
lion loss on failed investments, in-
cluding in subprime mortgages, Ice-
landic banks, and collapsed lend-
ers Lehman Brothers and Washing-
ton Mutual in the U.S. The bank de-
ducted a further Œ500 million for
potential loan losses.

Evraz Group SA

Russian steelmaker Evraz Group
SA Wednesday said Alexander Abra-
mov has been elected chairman, suc-
ceeding Chief Executive Alexander
Frolov. Mr. Abramov will be responsi-
ble for leading the company’s board
and coordinating its activities. He
will also ensure there is an effective
dialogue with all of the company’s
shareholders. Mr. Frolov will be in
charge of the daily management of
the steel and mining divisions inside
and outside Russia, as well as realiz-
ing synergies of vertical and horizon-
tal integration between the compa-
ny’s businesses world-wide. Evraz
said splitting the roles of chairman
and chief executive will ensure the
company, which is part-owned by bil-
lionaire Roman Abramovich, is best
positioned to deliver its strategic
and operational goals.

By Robert Guy Matthews

U.S. Steel Corp. on Tuesday said it
would lay off 3,500 salaried and union
workers, or more than 13% of its
26,100 work force in North America.

The U.S.’s largest steelmaker
said a falloff in orders and custom-
ers is prompting the new layoffs,
the largest single number in the
most recent downturn in the U.S. in-
dustry. In the past few weeks, sev-
eral steelmakers, including Arcelor-
Mittal and AK Steel Holding Corp.,
have announced production curtail-
ments and layoffs to better match
falling demand for automobiles, ap-
pliances and construction.

U.S. Steel said the layoffs will be-
gin over the next few weeks as it
idles an iron-ore-mining and -pellet-
izing facility in Keewatin, Minn.,
and two other steel plants: Great
Lakes Works near Detroit and Gran-
ite City Works near St. Louis. John

Armstrong, a company spokesman,
said there was no firm timeline
when the plants would go back into
production and laid-off workers
could return to their jobs.

The latest round of cuts stems
from the sudden slowdown in the
world economy. Car makers, equip-
ment manufacturers and construc-
tion companies, all big purchasers
of steel, have pulled back on their
orders, fearing that the buyers may
not materialize given the tighten-
ing credit and overall gloom of the
economy.

That has caused steelmakers to
slam the brakes on output in order
to keep prices from falling further.
Prices for steel hovered around
$1,100 a metric ton earlier this year
but have since fallen to about $690 a
metric ton.

Three weeks ago, U.S. Steel said
it intended to lay off about 675 work-
ers because of slow demand.

StatoilHydro ASA

Norwegian oil and gas company
StatoilHydro ASA said it reached an
agreement with its six-largest part-
ners over onshore restructuring
costs and will book payments of 1.46
billion Norwegian kroner ($207 mil-
lion) before taxes in the fourth quar-
ter. The company had been in dis-
pute over the costs with partners
Exxon Mobil Corp., Petoro AS, Total
SA, Royal Dutch Shell PLC, Conoco-
Phillips and Eni SpA since the
merger of Statoil and Hydro’s ASA oil
and gas activities late last year. The
costs, which are lower than the origi-
nally expected 2 billion kroner, cover
onshore activities on the Norwegian
continental shelf. StatoilHydro said
that an arbitration case brought by
its partners will be withdrawn.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 40.50 $29.08 1.04 3.71%
Alcoa AA 24.40 9.29 –0.47 –4.82%
AmExpress AXP 12.90 21.87 1.11 5.35%
BankAm BAC 122.10 15.05 1.00 7.12%
Boeing BA 7.40 40.47 –0.23 –0.57%
Caterpillar CAT 13.80 39.65 1.65 4.34%
Chevron CVX 20.50 74.74 –0.80 –1.06%
Citigroup C 306.20 7.82 0.60 8.31%
CocaCola KO 18.60 46.14 2.21 5.03%
Disney DIS 15.40 21.94 0.48 2.24%
DuPont DD 12.00 23.61 0.01 0.04%
ExxonMobil XOM 53.40 78.93 1.32 1.70%
GenElec GE 150.90 18.13 0.52 2.95%
GenMotor GM 27.40 4.90 0.05 1.03%
HewlettPk HPQ 16.90 34.82 0.55 1.60%
HomeDpt HD 27.90 22.76 0.91 4.16%
Intel INTC 72.40 13.66 0.38 2.86%
IBM IBM 9.00 80.67 0.83 1.04%
JPMorgChas JPM 61.60 30.25 1.72 6.03%
JohnsJohns JNJ 16.10 57.32 0.49 0.86%
KftFoods KFT 11.30 26.63 0.48 1.84%
McDonalds MCD 11.70 59.55 2.50 4.38%
Merck MRK 13.90 26.46 0.16 0.61%
Microsoft MSFT 75.50 19.87 0.72 3.76%
Pfizer PFE 65.30 16.62 0.60 3.75%
ProctGamb PG 17.80 62.88 1.44 2.34%
3M MMM 8.40 60.71 –0.15 –0.25%
UnitedTech UTX 7.40 47.32 1.26 2.74%
Verizon VZ 23.00 33.19 1.06 3.30%
WalMart WMT 23.10 54.38 0.93 1.74%

Dow Jones Industrial Average P/E: 18
LAST: 8591.69 s 172.60, or 2.05%

YEAR TO DATE: t 4,673.13, or 35.2%

OVER 52 WEEKS t 4,853.27, or 36.1%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, France
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

Calyon $236 8.7% 11% 26% 24% 39%

BNP Paribas 214 7.9% 4% 33% 31% 32%

SG Corp & Investment Banking 211 7.8% 2% 29% 22% 46%

JPMorgan 197 7.3% 38% 10% 41% 12%

RBS 154 5.7% 4% 22% 10% 64%

Morgan Stanley 152 5.6% 56% 3% 41% 1%

Merrill Lynch 145 5.3% 30% 21% 49% …%

Rothschild 116 4.3% 1% …% 99% …%

Goldman Sachs 110 4.0% 1% 1% 96% 2%

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

Contl  "1,470" –99 531 "1,030" Gecina "1,141" 30 51 337

Bay Motoren Werke 470 –27 35 206 Holcim  667 35 59 301

Daimler  493 –21 57 215 ITV  535 37 50 167

Fiat "1,069" –18 79 376 Grohe Hldg "1,581" 37 411 644

FCE Bk  "1,638" –16 13 442 ISS Glob  772 38 43 117

Tomkins  698 –15 87 268 Rep Iceland "1,070" 39 38 165

Valeo 681 –13 126 358 Xstrata Plc "1,340" 39 318 729

Metro 372 –12 30 194 ArcelorMittal Fin "1,078" 43 166 453

C de Aho Vlncia Castlln Alicnte Bcaja 720 –8 1 123 Rentokil Initial 1927  521 91 120 285

Renault 500 –6 61 212 Old Mut  "1,259" 365 445 722

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’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

Koninklijke Philips Netherlands Consumer Electronics $17.5 13.20 6.84% –54.0% –46.3%

L.M. Ericsson Tel B Sweden Telecom Equipment 21.7 59.70 6.04 –25.2 –57.2

Astrazeneca U.K. Pharmaceuticals 56.2 26.08 5.37 13.3 –2.9

Royal Bk of Scot U.K. Banks 39.1 0.67 4.53 –82.9 –86.0

Novartis Switzerland Pharmaceuticals 124.2 57.00 4.49 –11.4 –16.9

Rio Tinto U.K. General Mining $18.1 11.48 –9.61% –79.9 –53.9

Credit Suisse Grp Switzerland Banks 25.9 27.70 –8.94 –59.2 –59.0

ArcelorMittal Luxembourg Iron & Steel 30.0 16.34 –4.56 –66.6 ...

BASF Germany Commodity Chemicals 27.8 23.14 –2.94 –52.0 –26.4

Nokia Finland Telecom Equipment 51.1 10.60 –2.57 –60.5 –30.0

...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

GlaxoSmithKline 99.1 11.70 4.42% –10.3% –19.1%
U.K. (Pharmaceuticals)
Vodafone Grp 110.4 1.28 4.36 –31.7 –0.5
U.K. (Mobile Telecom)
BHP Billiton 35.5 10.75 3.76 –34.7 20.4
U.K. (General Mining)
British Amer Tob 51.3 17.10 3.57 –10.1 31.9
U.K. (Tobacco)
Siemens 55.8 48.12 3.53 –54.1 –27.6
Germany (Electronic Equipment)
Deutsche Telekom 63.0 11.38 3.45 –25.5 –19.0
Germany (Mobile Telecom)
Roche Hldg Pt. Ct. 97.9 169.10 3.43 –20.0 –18.3
Switzerland (Pharmaceuticals)
SAP 42.2 26.65 2.96 –25.3 –31.0
Germany (Software)
Tesco 39.0 3.35 2.92 –30.2 7.5
U.K. (Food Retailers & Wholesalers)
Intesa Sanpaolo 34.6 2.30 2.11 –57.8 –44.4
Italy (Banks)
Iberdrola 36.6 5.77 1.94 –47.9 2.2
Spain (Conventional Electricity)
Diageo 37.2 8.96 1.82 –17.2 4.7
U.K. (Distillers & Vintners)
France Telecom 67.7 20.40 1.75 –20.6 –5.0
France (Fixed Line Telecom)
Soc. Generale 23.3 31.10 1.65 –67.6 –67.5
France (Banks)
Anglo Amer 26.2 13.17 1.54 –59.8 –30.1
U.K. (General Mining)
Sanofi-Aventis 73.2 43.90 1.53 –33.0 –37.8
France (Pharmaceuticals)
BNP Paribas 46.8 40.45 1.33 –46.6 –40.1
France (Banks)
Bayer 38.7 39.90 1.32 –31.0 17.2
Germany (Specialty Chemicals)
UBS 33.7 13.94 1.31 –71.8 –75.1
Switzerland (Banks)
HSBC Hldgs 124.3 6.98 1.16 –15.9 –24.8
U.K. (Banks)

Telefonica 95.5 16.00 1.14% –30.7% 27.0%
Spain (Fixed Line Telecom)
Allianz SE 36.8 64.15 0.55 –53.9 –49.2
Germany (Full Line Insurance)
Unilever 38.7 17.77 0.54 –27.1 –8.1
Netherlands (Food Products)
GDF Suez 85.1 30.59 0.49 –22.6 22.3
France (Multiutilities)
ING Groep 16.0 6.06 0.41 –77.1 –78.9
Netherlands (Life Insurance)
Banco Bilbao Vizcaya 38.6 8.11 0.12 –52.3 –44.6
Spain (Banks)
Deutsche Bk 17.6 26.12 0.08 –70.7 –68.9
Germany (Banks)
Daimler 28.9 23.58 0.06 –66.0 –45.2
Germany (Automobiles)
Assicurazioni Genli 32.4 18.08 –0.11 –42.9 –26.7
Italy (Full Line Insurance)
Banco Santander 63.2 6.37 –0.31 –53.5 –36.2
Spain (Banks)
AXA 39.8 15.20 –0.33 –44.8 –42.2
France (Full Line Insurance)
BP 155.0 5.06 –0.54 –16.8 –21.7
U.K. (Integrated Oil & Gas)
Nestle 134.1 42.46 –0.56 –21.5 8.1
Switzerland (Food Products)
E.ON 64.6 25.45 –0.66 –46.8 –2.6
Germany (Multiutilities)
ABB 27.8 14.52 –0.75 –55.1 24.2
Switzerland (Industrial Machinery)
ENI 85.5 16.83 –1.00 –32.3 –29.0
Italy (Integrated Oil & Gas)
UniCredit 28.7 1.69 –1.22 –70.9 –67.7
Italy (Banks)
Total 116.5 38.72 –1.50 –31.3 –27.6
France (Integrated Oil & Gas)
Barclays 18.1 1.50 –1.77 –72.2 –74.5
U.K. (Banks)
Royal Dutch Shell 87.7 19.49 –1.86 –30.3 –27.0
U.K. (Integrated Oil & Gas)

Sources: Dow Jones Indexes; WSJ Market Data Group
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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 1.50

Eur. High Volatility: 10/1 4.70 90.06 0.02 4.79 2.16 3.23

Europe Crossover: 10/1 9.43 87.19 0.06 9.49 5.74 7.78

Asia ex-Japan IG: 10/1 4.24 90.87 0.02 6.63 1.99 3.64

Japan: 10/1 3.65 90.68 0.02 3.65 1.58 2.44

 Note: Data as of December 2

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

In percentage points
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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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By Yochi J. Dreazen

WASHINGTON—Defense Secre-
tary Robert Gates said closing the
U.S. prison camp at Guantanamo
Bay is a “high priority,” and he
called on Congress to work with the
new administration on legislation
to make it happen.

Mr. Gates also said he is now com-
fortable with President-elect Barack
Obama’s call for U.S. combat
forces to leave Iraq by the
middle of 2010, after earlier
questioning Mr. Obama’s
withdrawal timeline during
the presidential campaign.

Mr. Gates, who will re-
main in his post in the
Obama administration, was
one of the first senior mem-
bers of the Bush cabinet to
push publicly for the Guan-
tanamo prison’s closure,
but his calls largely fell on
deaf ears.

Speaking to reporters at the Pen-
tagon Tuesday, Mr. Gates said the
Democratic-controlled Congress
would need to craft legislation resolv-
ing legal issues before the prison
could be closed. Specifically, he said
the bill would have to bar freed pris-
oners from seeking asylum in the U.S.

“I think it is possible to close it,”
he said of the facility, which is at a
U.S. base on Cuban territory. “Try-
ing to move forward on that, at least
from my standpoint, should be a
high priority.”

Mr. Obama has pledged to close

the prison, but aides say it is easier
said than done. The president-elect
will have to make decisions on is-
sues such as the fate of prisoners
who have been approved for re-
lease, but whom no other country is
willing to accept.

More than a dozen Uighurs, Chi-
nese Muslims who were captured
near the Afghan border, have been
cleared of terrorism charges but re-

main locked up at Guantan-
amo because they face per-
secution in China and no
country will accept them.
A federal judge’s order to
free them in the U.S. is on
hold while the Bush admin-
istration appeals.

Mr. Obama will also
have to decide whether, and
how, to prosecute “high-
value detainees” such as
Khalid Sheikh Mohammed,
the alleged mastermind of

the Sept. 11, 2001, attacks. Central In-
telligence Agency officials have ac-
knowledged that Mr. Mohammed
was subjected to waterboarding, a
form of simulated drowning, and
statements obtained through coer-
cion are difficult to use in court.

Some Obama aides had speculated
that Mr. Gates would remain in his
post for 12 to 18 months, but he said
his tenure is “open-ended,” and
added, “I have no intention of being a
caretaker secretary.”
 —Jess Bravin and

Siobhan Gorman
contributed to this article.

Retired Marine Gen. James Jones says a troop surge in Afghanistan will work only
if an effort is also made to bolster the government and eradicate the heroin trade.

President-elect Barack Obama nominated New Mexico Gov. Bill Richardson, left, to
be U.S. commerce secretary.

Gates seeks Congress’s help
in shutting Guantanamo

By Neil King Jr.

WASHINGTON—James Jones,
President-elect Barack Obama’s new
national security adviser, said a U.S.
troop surge in Afghanistan will work
only if other changes take hold there,
including a strengthening of the judi-
ciary and national police force.

In an interview Tuesday, the re-
tired Marine Corps general said Mr.
Obama’s campaign pledge to move
as many as 10,000 U.S. troops from
Iraq to Afghanistan must mesh with
a concentrated international effort
to bolster government and eradi-
cate the vast heroin trade.

“You can always put more troops
into Afghanistan,” he said. “But if
that’s all you do, you will just be pro-
longing the problem.”

Gen. Jones’s prescription for
what ails Afghanistan offers a
glimpse at the role he will likely play
as Mr. Obama’s right-hand man on
national security and the top for-
eign-policy referee within the
White House.

In announcing Gen. Jones this
week as his pick to head the Na-
tional Security Council, Mr. Obama
emphasized the general’s military
and diplomatic experience. “He has
commanded a platoon in battle,
served as supreme allied com-
mander in a time of war, and worked

on behalf of peace in the Middle
East,” Mr. Obama said Monday.

Gen. Jones will have to mediate
between the likes of Defense Secre-
tary Robert Gates and Sen. Hillary
Clinton, who was nominated as secre-
tary of state. The Obama White
House also will teem with such
strong personalities as Rep. Rahm
Emanuel, named as chief of staff, and
Larry Summers, the incoming head
of the National Economic Council.

For his part, Gen. Jones tends to-
ward the sober and methodical. He
said he has “every reason to be-
lieve” the team can work together.
“We have a serious boatload of prob-
lems facing us and the only way out
of it is for us all to pull on the same
oar,” he said. Gen. Jones’s friends
say that despite 40 years in the Ma-
rines Corps, his conversations are
profanity-free. The general has a
penchant for words like “holistic”
and “embryonic.”

Mr. Obama has often mentioned
the need to turn more U.S. military
attention toward Afghanistan, and
describes South Asia as the biggest
menace to U.S. security.

The Jones pick met with approval
from European diplomats, many of
whom know the general from his
years in Belgium as the military head
of the North Atlantic Treaty Organi-
zation. But Gen. Jones put much of

the blame for Afghanistan’s deepen-
ing woes on NATO’s military effort
that he said “has let too many things
slip through the cracks.”

An internationalist at heart,
Gen. Jones said the incoming ad-
ministration is eager to enlist the
support of Europe and the rest of
the world to grapple with the chal-
lenge of Iran and its nuclear pro-
gram. He said it was too early to

talk specifics on Iran policy.
Gen. Jones brings an unusual ré-

sumé to the White House post. He
spoke English and French as a child
in Paris, where his father was an In-
ternational Harvester executive. He
played basketball at Georgetown
University, where he graduated
from the School of Foreign Service
before joining the Marine Corps. He
commanded a platoon for two years
in Vietnam. In the early 1980s, he
served as a Marine liaison to the Sen-
ate. His boss was the future Sen.
John McCain.

He also has nurtured close ties to

the Democrats, serving as a senior
military assistant in the Clinton Pen-
tagon, and then as Marine comman-
dant. Under President Bush, he be-
came the military head of NATO in
2003 and took charge of all U.S.
forces in Europe.

Gen. Jones spent most of the last
two years running an energy task
force at the U.S. Chamber of Com-
merce, a job that he said reinforced
his conviction that the U.S. “urgently
needs a comprehensive energy strat-
egy.” He intends to make that quest a
key part of his new job, and to en-
large the National Security Council
to include a top energy adviser.

Gen. Jones also hit on a key for-
eign-policy theme of the incoming
administration: that the U.S. must
be judicious in its use of hard power.
“There is power and then there is in-
fluence,” he said. “If we say what we
mean and do what we say, that will
help forgo the classic use of power
in the military sense.”

The international fascination
with this year’s presidential elec-
tion, Gen. Jones said, reinforced his
view that U.S. influence isn’t wan-
ing as rapidly as some critics say. “I
am not ready to concede yet that
American era is behind us,” he said.

By Jonathan Weisman

U.S. President-elect Barack
Obama named New Mexico Gov. Bill
Richardson as his commerce secre-
tary Wednesday, adding the first
Latino to his fast-filling cabinet.

Mr. Richardson had been a lead-
ing contender for secretary of state,
but Mr. Obama ultimately chose Sen.
Hillary Clinton for the job in a bid to
heal rifts created by the Democrats’
hard-fought primary battle. With
Mr. Richardson’s nomination, that ef-
fort continues.

Mr. Richardson had served as en-
ergy secretary and ambassador to
the United Nations under former
President Bill Clinton. He broke
with the Clintons in March when he
endorsed Mr. Obama at the height
of the primary fight.

Mr. Obama, in prepared remarks,
said: “Bill understands the steps we
must take to build a new, clean-en-
ergy industry and create the green
jobs of the 21st Century. Jobs that
pay well and won’t be shipped over-
seas—jobs that will help us end our
dependence on foreign oil.”

Latino and business groups
praised the selection of Mr. Richard-
son, whose appointment requires
Senate confirmation. Bruce Josten,
chief lobbyist for the U.S. Chamber of
Commerce, said that as head of U.S.
trade missions, Mr. Richardson will
be able to tap his extensive foreign-
policy experience and his acquain-
tance with foreign leaders to help
pry open new markets for struggling
U.S. exporters.

Latino groups had pushed hard
for Mr. Richardson’s nomination to
head the State Department, arguing
that a strong Hispanic turnout had
delivered Nevada, Colorado and
New Mexico to Mr. Obama, and had
helped him win Virginia as well.

Janet Murguia, president of
the National Council of La Raza,
the country’s largest Latino orga-
nization, said Latinos are pleased
that Mr. Richardson will be in the
cabinet, and that he will be run-
ning the department that will over-
see the 2010 census. Minority
groups have long contended that
the Census Bureau has been under-
counting their ranks and have
pushed for more-sophisticated sta-
tistical sampling to improve accu-
racy in census-taking.

The Commerce Department’s
domain is large and diverse. It in-
cludes the Bureau of Economic
Analysis, which tracks gross do-
mestic product, the broadest mea-
sure of economic output; the Na-
tional Institute of Standards and
Technology, which conducts basic

research; and the National Oce-
anic and Atmospheric Administra-
tion.

The Obama transition team has
named La Raza’s top lobbyist, Ce-
cilia Muñoz, to a senior White
House staff position. And Rep. Raul
Grijalva (D., Ariz.) is a finalist for in-
terior secretary.

Traditionally, the commerce
secretary slot has gone to business
executives, especially those who
provided financial backing for the
president’s election bid. The cur-
rent secretary, Carlos M. Gutier-
rez, had been chief executive of ce-
real giant Kellogg Co. President
George W. Bush’s first commerce
secretary, Don Evans, was an oil-
services company executive and
one of the leaders of Mr. Bush’s
campaign team in 2000.

Richardson is Commerce nominee

Broader changes urged for Afghanistan
Obama’s pick for national-security adviser wants international focus on judiciary and police, not just more troops

Robert Gates
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Online today
Read excerpts from the interview

with Gen. Jones, plus review Obama’s
cabinet picks so far,
at WSJ.com/Politics
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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.

3.86% 9 World -a % % 156.57 –0.28% –48.7% 5.73% 12 U.S. Select Dividend -b % % 545.19 –1.26% –38.2%

3.12% 11 Global Dow 1032.10 0.11% –42.9% 1383.55 –0.63% –50.9% 5.01% 12 Infrastructure 1219.60 –0.26% –34.9% 1467.59 –1.00% –44.0%

4.60% 8 Stoxx 600 198.30 0.55% –46.4% 187.94 0.35% –53.5% 2.83% 4 Luxury 561.20 –0.35% –49.8% 600.48 –1.10% –56.8%

4.69% 8 Stoxx Large 200 217.00 0.60% –45.7% 204.57 0.40% –53.0% 10.38% 8 BRIC 50 244.10 0.99% –56.2% 293.74 0.24% –62.3%

3.94% 9 Stoxx Mid 200 167.30 0.41% –48.2% 157.66 0.20% –55.2% 3.97% 3 Africa 50 587.60 1.24% –46.0% 470.75 0.49% –53.5%

4.49% 8 Stoxx Small 200 99.40 –0.02% –51.9% 93.61 –0.23% –58.4% 6.14% 5 GCC % % 1531.66 1.15% –41.5%

4.75% 8 Euro Stoxx 216.40 0.51% –48.1% 205.14 0.30% –55.1% 4.61% 9 Sustainability 648.10 –1.65% –43.1% 690.94 –2.34% –51.0%

4.83% 8 Euro Stoxx Large 200 233.60 0.49% –48.2% 220.05 0.29% –55.1% 3.06% 10 Islamic Market -a % % 1348.16 –0.54% –44.4%

4.15% 9 Euro Stoxx Mid 200 193.20 0.68% –47.0% 181.94 0.47% –54.1% 3.30% 9 Islamic Market 100 1484.70 –0.50% –29.6% 1604.37 –1.20% –39.3%

4.90% 8 Euro Stoxx Small 200 112.60 0.32% –50.4% 105.96 0.11% –57.0% 6.68% 5 Islamic Turkey -c % % % %

9.00% 5 Stoxx Select Dividend 30 1158.10 –0.33% –61.9% 1257.73 –0.54% –67.0% 2.95% 11 Wilshire 5000 % % 8333.77 –1.44% –44.3%

6.92% 7 Euro Stoxx Select Div 30 1344.90 0.66% –58.4% 1466.27 0.45% –64.0% % DJ-AIG Commodity 125.80 –0.13% –24.0% 115.92 –0.37% –34.2%

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

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 1.5455 2.2885 1.2735 0.1881 0.0553 0.2184 0.0166 0.3873 1.9601 0.2632 1.2282 ...

 Canada 1.2584 1.8633 1.0369 0.1531 0.0450 0.1778 0.0135 0.3154 1.5960 0.2143 ... 0.8142

 Denmark 5.8723 8.6954 4.8389 0.7146 0.2102 0.8299 0.0630 1.4718 7.4478 ... 4.6667 3.7997

 Euro 0.7885 1.1675 0.6497 0.0960 0.0282 0.1114 0.0085 0.1976 ... 0.1343 0.6266 0.5102

 Israel 3.9900 5.9082 3.2879 0.4856 0.1428 0.5639 0.0428 ... 5.0605 0.6795 3.1708 2.5817

 Japan 93.1850 137.9837 76.7871 11.3402 3.3355 13.1695 ... 23.3546 118.1865 15.8686 74.0533 60.2954

 Norway 7.0758 10.4775 5.8307 0.8611 0.2533 ... 0.0759 1.7734 8.9742 1.2049 5.6231 4.5784

 Russia 27.9373 41.3681 23.0211 3.3999 ... 3.9483 0.2998 7.0018 35.4328 4.7575 22.2015 18.0768

 Sweden 8.2172 12.1676 6.7712 ... 0.2941 1.1613 0.0882 2.0594 10.4219 1.3993 6.5301 5.3169

 Switzerland 1.2136 1.7970 ... 0.1477 0.0434 0.1715 0.0130 0.3041 1.5391 0.2067 0.9644 0.7852

 U.K. 0.6753 ... 0.5565 0.0822 0.0242 0.0954 0.0072 0.1693 0.8565 0.1150 0.5367 0.4370

 U.S. ... 1.4807 0.8240 0.1217 0.0358 0.1413 0.0107 0.2506 1.2683 0.1703 0.7947 0.6471

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.
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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 unch. unch. 816.00 345.00
Soybeans (cents/bu.) CBOT 830.00 3.00 0.36% 1,649.00 799.50
Wheat (cents/bu.) CBOT 519.75 –8.75 –1.66% 1,275.00 515.25
Live cattle (cents/lb.) CME 84.075 –0.875 –1.03 117.650 83.800
Cocoa ($/ton) ICE-US 2,183 13 0.60 3,228 1,884
Coffee (cents/lb.) ICE-US 111.25 –0.65 –0.58 181.60 110.10
Sugar (cents/lb.) ICE-US 11.16 –0.46 –3.96 15.85 9.89
Cotton (cents/lb.) ICE-US 46.60 0.27 0.58 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,536 –67 –4.18 2,737 1,335
Cocoa (pounds/ton) LIFFE 1,500 21 1.42 1,670 992
Robusta coffee ($/ton) LIFFE 1,969 –11 –0.56 2,747 1,580

Copper (cents/lb.) COMEX 155.45 –4.60 –2.87 398.40 151.70
Gold ($/troy oz.) COMEX 770.50 –12.80 –1.63 1,045.00 688.00
Silver (cents/troy oz.) COMEX 959.00 –2.50 –0.26 2,122.50 851.00
Aluminum ($/ton) LME 1,647.00 –55.00 –3.23 3,340.00 1,647.00
Tin ($/ton) LME 11,725 –275.00 –2.29 25,450 11,200
Copper ($/ton) LME 3,455.00 –103.00 –2.89 8,811.00 3,455.00
Lead ($/ton) LME 1,020.00 –45.00 –4.23 3,460.00 1,020.00
Zinc ($/ton) LME 1,130.00 –31.00 –2.67 2,840.00 1,095.00
Nickel ($/ton) LME 9,380 –320 –3.30 33,600 9,000

Crude oil ($/bbl.) NYMEX 46.79 –0.17 –0.36 148.35 46.26
Heating oil ($/gal.) NYMEX 1.5840 0.0008 0.05 4.3193 1.5655
RBOB gasoline ($/gal.) NYMEX 1.0450 –0.0133 –1.26 3.5770 1.0100
Natural gas ($/mmBtu) NYMEX 6.347 –0.077 –1.20 14.546 0.117
Brent crude ($/bbl.) ICE-EU 47.80 0.16 0.34 150.48 47.14
Gas oil ($/ton) ICE-EU 488.00 –9.25 –1.86 1,366.50 486.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Dec. 3
Per In

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

Argentina peso-a 4.3224 0.2314 3.4080 0.2934

Brazil real 3.0217 0.3309 2.3825 0.4197

Canada dollar 1.5960 0.6266 1.2584 0.7947
1-mo. forward 1.5956 0.6267 1.2581 0.7949

3-mos. forward 1.5931 0.6277 1.2561 0.7961
6-mos. forward 1.5909 0.6286 1.2544 0.7972

Chile peso 856.17 0.001168 675.05 0.001481
Colombia peso 2934.72 0.0003407 2313.90 0.0004322

Ecuador US dollar-f 1.2683 0.7885 1 1
Mexico peso-a 17.2001 0.0581 13.5615 0.0737

Peru sol 3.9577 0.2527 3.1205 0.3205
Uruguay peso-e 30.503 0.0328 24.050 0.0416

U.S. dollar 1.2683 0.7885 1 1
Venezuela bolivar 2.72 0.367185 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9601 0.5102 1.5455 0.6471
China yuan 8.7281 0.1146 6.8818 0.1453

Hong Kong dollar 9.8319 0.1017 7.7520 0.1290
India rupee 63.3452 0.0158 49.9450 0.0200

Indonesia rupiah 15156 0.0000660 11950 0.0000837
Japan yen 118.19 0.008461 93.19 0.010731

1-mo. forward 118.03 0.008472 93.06 0.010746
3-mos. forward 117.81 0.008488 92.89 0.010766

6-mos. forward 117.42 0.008516 92.58 0.010801
Malaysia ringgit-c 4.6166 0.2166 3.6400 0.2747

New Zealand dollar 2.3795 0.4202 1.8762 0.5330
Pakistan rupee 99.688 0.0100 78.600 0.0127

Philippines peso 62.356 0.0160 49.165 0.0203
Singapore dollar 1.9394 0.5156 1.5292 0.6540

South Korea won 1863.77 0.0005365 1469.50 0.0006805
Taiwan dollar 42.517 0.02352 33.523 0.02983
Thailand baht 45.107 0.02217 35.565 0.02812

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

Euro zone euro 1 1 0.7885 1.2683

1-mo. forward 1.0004 0.9996 0.7888 1.2678

3-mos. forward 1.0010 0.9990 0.7893 1.2670

6-mos. forward 1.0010 0.9990 0.7893 1.2670

Czech Rep. koruna-b 25.700 0.0389 20.263 0.0494

Denmark krone 7.4478 0.1343 5.8723 0.1703

Hungary forint 260.45 0.003840 205.35 0.004870

Norway krone 8.9742 0.1114 7.0758 0.1413

Poland zloty 3.8418 0.2603 3.0291 0.3301

Russia ruble-d 35.433 0.02822 27.937 0.03579

Slovak Rep. koruna 30.2001 0.03311 23.8115 0.04200

Sweden krona 10.4219 0.0960 8.2172 0.1217

Switzerland franc 1.5391 0.6497 1.2136 0.8240

1-mo. forward 1.5362 0.6509 1.2113 0.8256

3-mos. forward 1.5307 0.6533 1.2069 0.8286

6-mos. forward 1.5251 0.6557 1.2024 0.8316

Turkey lira 1.9832 0.5042 1.5637 0.6395

U.K. pound 0.8565 1.1675 0.6753 1.4807

1-mo. forward 0.8564 1.1677 0.6752 1.4810

3-mos. forward 0.8562 1.1680 0.6750 1.4814

6-mos. forward 0.8549 1.1698 0.6740 1.4836

MIDDLE EAST/AFRICA
Bahrain dinar 0.4781 2.0917 0.3769 2.6529

Egypt pound-a 6.9915 0.1430 5.5125 0.1814

Israel shekel 5.0605 0.1976 3.9900 0.2506

Jordan dinar 0.8986 1.1129 0.7085 1.4114

Kuwait dinar 0.3494 2.8624 0.2755 3.6304

Lebanon pound 1903.72 0.0005253 1501.00 0.0006662

Saudi Arabia riyal 4.7580 0.2102 3.7515 0.2666

South Africa rand 12.8751 0.0777 10.1515 0.0985

United Arab dirham 4.6586 0.2147 3.6731 0.2722

SDR -f 0.8564 1.1677 0.6752 1.4810

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 600 198.29 1.09 0.55% –45.6% –46.4%

 8 DJ Stoxx 50 2081.28 15.89 0.77 –43.5% –44.6%

 8 Euro Zone DJ Euro Stoxx 216.44 1.09 0.51 –47.8% –48.1%

 9 DJ Euro Stoxx 50 2369.52 15.39 0.65 –46.1% –46.3%

 5 Austria ATX 1709.78 –26.79 –1.54% –62.1% –61.6%

 6 Belgium Bel-20 1848.01 33.86 1.87 –55.2% –55.4%

 7 Czech Republic PX 818.9 –2.5 –0.30 –54.9% –54.0%

 9 Denmark OMX Copenhagen 235.35 –0.68 –0.29 –47.6% –48.3%

 8 Finland OMX Helsinki 5353.25 –44.87 –0.83 –53.8% –54.5%

 7 France CAC-40 3166.65 13.75 0.44 –43.6% –44.0%

 10 Germany DAX 4567.24 35.45 0.78 –43.4% –42.5%

 … Hungary BUX 12544.11 –20.20 –0.16 –52.2% –51.6%

 2 Ireland ISEQ 2479.56 –36.43 –1.45 –64.2% –64.4%

 6 Italy S&P/MIB 19129 27 0.14 –50.4% –51.1%

 4 Netherlands AEX 242.04 0.70 0.29 –53.1% –52.3%

 6 Norway All-Shares 254.88 3.12 1.24 –55.3% –55.3%

 17 Poland WIG 26635.72 –372.43 –1.38 –52.1% –54.2%

 9 Portugal PSI 20 6243.49 73.27 1.19 –52.0% –52.5%

 … Russia RTSI 603.33 –14.93 –2.4% –73.7% –73.3%

 7 Spain IBEX 35 8879.9 45.2 0.51% –41.5% –43.8%

 15 Sweden OMX Stockholm 196.59 1.93 0.99 –44.1% –45.1%

 11 Switzerland SMI 5604.23 66.64 1.20 –33.9% –36.0%

 … Turkey ISE National 100 23936.73 –488.75 –2.00 –56.9% –56.9%

 8 U.K. FTSE 100 4169.96 47.10 1.14 –35.4% –35.8%

 9 ASIA-PACIFIC DJ Asia-Pacific 83.47 0.97 1.18 –47.2% –48.8%

 … Australia SPX/ASX 200 3533.8 5.6 0.16 –44.3% –45.7%

 … China CBN 600 15721.51 646.69 4.29 –62.1% –58.5%

 8 Hong Kong Hang Seng 13588.66 182.81 1.36 –51.1% –53.7%

 10 India Sensex 8747.43 8.19 0.09 –56.9% –55.7%

 … Japan Nikkei Stock Average 8004.10 140.41 1.79 –47.7% –48.7%

 … Singapore Straits Times 1640.57 1.39 0.08 –52.7% –53.6%

 11 South Korea Kospi 1022.67 –0.53 –0.05 –46.1% –47.2%

 9 AMERICAS DJ Americas 207.68 –2.39 –1.14 –44.9% –45.3%

 … Brazil Bovespa 35342.88 342.04 0.98 –44.7% –45.5%

 11 Mexico IPC 20099.52 297.25 1.50 –32.0% –34.4%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of December 3, 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* 208.73 1.56%–48.2% –48.9%

3.90% 10 World (Developed Markets) 846.74 1.98%–46.7% –47.4%

3.50% 11 World ex-EMU 99.73 1.72%–44.9% –45.7%

3.70% 11 World ex-UK 845.85 1.97%–46.0% –46.7%

5.00% 8 EAFE 1,116.66 0.09%–50.4% –51.6%

4.30% 8 Emerging Markets (EM) 501.23 –2.37%–59.8% –59.6%

5.70% 8 EUROPE 69.14 1.73%–45.7% –46.5%

6.30% 7 EMU 125.71 3.42%–55.1% –55.4%

5.60% 8 Europe ex-UK 75.27 2.04%–46.0% –46.5%

7.90% 6 Europe Value 77.53 2.40%–48.8% –49.6%

3.60% 10 Europe Growth 59.95 1.11%–42.6% –43.3%

5.50% 7 Europe Small Cap 101.03 0.50%–53.1% –54.3%

4.40% 4 EM Europe 169.66 0.45%–64.7% –63.4%

5.80% 6 UK 1,221.36 1.39%–36.4% –36.1%

5.60% 8 Nordic Countries 98.54 3.40%–52.2% –52.9%

3.40% 3 Russia 412.52 1.34%–72.5% –71.3%

4.70% 10 South Africa 519.55 –3.57%–27.1% –29.7%

5.20% 8 AC ASIA PACIFIC EX-JAPAN 216.50 –4.11%–59.1% –59.7%

2.80% 10 Japan 485.08 –5.04%–48.4% –50.1%

3.50% 9 China 36.13 –4.55%–57.7% –59.5%

1.90% 9 India 333.74 –1.34%–61.0% –58.3%

2.80% 7 Korea 282.90 –3.32%–45.3% –45.2%

8.80% 7 Taiwan 162.98 –4.05%–51.2% –51.6%

3.00% 14 US BROAD MARKET 913.97 4.13%–42.7% –43.2%

2.50% 37 US Small Cap 1,106.80 5.42%–44.2% –44.7%

3.80% 8 EM LATIN AMERICA 1,866.50 –0.41%–57.6% –57.1%

*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

T H E WA L L ST R E ET JOU R NA L . THURSDAY, DECEMBER 4, 2008 25



U.S. presses Pakistan to aid Mumbai probe
Strains rise as India
seeks terror suspects
from across border

Indian Foreign Minister Pranab Mukherjee, right, didn’t rule out a military response to last week’s terror attacks in Mumbai, but
U.S. Secretary of State Condoleezza Rice, left, said any response must avoid ‘other, unintended consequences or difficulties.’

Some 10 months before the Mum-
bai attacks, an Indian Muslim work-
ing for Lashkar-e-Taiba was examin-
ing some of the sites that would later
be struck, according to Indian police.
His story may provide clues to a mys-

tery puzzling investigators: How 10
outsiders managed to operate with
such ease in Mumbai, displaying de-
tailed knowledge of their targets.

The Indian operative, Faheem
Ahmed Ansari, was arrested Feb. 10 in
Rampur, in the northern Indian state
of Uttar Pradesh. He was appre-
hended along with two other alleged
Lashkar-e-Taiba members who are be-
lieved to have aided in a gun and gre-
nade attack on a police station on New
Year’s Eve, killing several officers.

Found in Mr. Ansari’s possession
was a list and maps identifying nine

locations in Mumbai, all of them in
the southern part where last week’s
attacks took place. Some of the
places had been sketched. He had ba-
sic layouts drawn up for a few others,
including the Taj Mahal hotel and
the train station, said Amitabh Yash,
a senior officer in the Special Task
Force of the Uttar Pradesh police.

A member of India’s 150 million-
strong Muslim minority, Mr. Ansari
grew up in the Motilal Nagar slum on
the edge of Mumbai, Mr. Yash said. In
2005, he took a job as a mechanic at a
printing press in Dubai. That’s where
investigators believe he encountered
Lashkar-e-Taiba recruiters.

A year later, he was handed over
to another set of Lashkar members
in the United Arab Emirates city of
Al Ain, on the border with Oman,
and then traveled to Karachi, Mr.
Yash said.

Once in Pakistan, Mr. Ansari trav-
eled to a Lashkar camp in Muzaffara-
bad, the capital of the Pakistani-con-

trolled part of Kashmir. There he
met Yusuf Muzammil, accused by In-
dia of orchestrating the Mumbai at-
tacks, and was trained in combat
techniques, a senior Indian police of-
ficial said. The terror suspect cap-
tured in the Mumbai attacks, Mo-
hammed Ajmal Kasab, told investi-
gators he underwent his own prepa-
ration in that camp.

In the fall of 2007, Mr. Ansari told
police he flew to Nepal and then
crossed into India by land and made
his way to Mumbai by bus and train.
In Mumbai, he rented an apartment,
signed up for a computer course and
got a driver’s license, Mr. Yash said.
He stayed until early February, recon-
noitering targets; then after a brief
trip to Nepal to meet his Lashkar con-
tact, went to the north Indian state of
Uttar Pradesh.

Acting on a tip, police arrested
him and other suspected militants
Feb. 10. Mr. Ansari remains in police
custody in Mumbai.

Police allege accomplice’s role

U.S. Secretary of State Condo-
leezza Rice pressed Pakistan to
show “resolve and urgency” in find-
ing those behind last week’s brutal
assault on Mumbai as Washington
sought to dial down the rising ten-
sion between South Asia’s nuclear-
armed rivals.

India is demanding Pakistan
hand over about 20 suspects in the

wake of the terrorist attacks on
Mumbai, which killed 171 at latest
count. India claims the attacks origi-
nated in Pakistan, with a terrorist
group that was outlawed in 2002
but still operates openly there.

Pakistani leaders are struggling
to frame a response that wouldn’t
provoke a backlash from their own
people and, perhaps more impor-
tantly, the country’s powerful mili-
tary establishment.

Even among moderate Paki-
stanis, sending suspects to India—a
country that has fought three wars
with Pakistan—could provoke wide-
spread outrage.

Pakistani leaders also have to
deal with the Pakistan’s Islamist mil-
itants, such as the Taliban, who
have volunteered to stop battling Pa-
kistani soldiers and instead fight
alongside them if a conflict with In-
dia breaks out.

Pakistan needs to “cooperate
fully and transparently,” Ms. Rice
told reporters in New Delhi. “I know
too this is a time when cooperation
of all parties who have any informa-
tion is really required.”

Though India and Pakistan are
both U.S. allies, their traditional
enmity and distrust make for a
massive challenge for Ms. Rice in
the twilight of her term as secre-
tary of state. The U.S. has long
been an ally of Pakistan’s—a rela-
tionship enhanced in the after-
math of the 2001 terrorist attacks
in the U.S. But in recent years, the
U.S. has moved much closer to In-
dia after decades when India tilted

closer to the former Soviet Union.
Ms. Rice said any response to the

attacks “needs to be judged by its ef-
fectiveness in prevention and also
by not creating other, unintended
consequences or difficulties.”

The two countries seem further
apart now than they did immedi-
ately after last week’s attacks. India
initially referred to the terrorists
coming from Pakistan only in veiled
terms, while Pakistan’s senior lead-
ers condemned the attacks and
pledged cooperation.

But as India gathers what it says
is firm evidence that the attacks
were launched from Pakistani soil,
Pakistan has become more prickly. Is-
lamabad says it has yet to be pre-
sented with any evidence the attacks
were launched from Pakistan and
now is disputing Indian claims that
the one captured terrorist hails from
there, despite what Indian authori-
ties say is his extensive testimony
about his upbringing in Pakistan.

India also has firmed up its rheto-
ric in the past couple of days. On
Tuesday, an official at the Ministry
of External Affairs told diplomats in
New Delhi that it wasn’t massing
troops at the border, according to a
diplomat who attended. But Tuesday
night on Indian television and again
with Ms. Rice Wednesday, India’s For-

eign Minister Pranab Mukherjee em-
phasized New Delhi’s right to protect
its territorial integrity.

Ms. Rice’s effort to ease India’s
concerns were matched on the
other side of the border by Adm.
Mike Mullen, the chairman of the
U.S. Joint Chiefs of Staff, who
spent six hours Wednesday meet-
ing with top Pakistani military and
civilian officials in Islamabad. He
“encouraged Pakistani leaders to
take more—and more concerted—
action against militant extrem-
ists,” the U.S. Embassy said in a
statement following the meetings.

India has blamed Lashkar-e-
Taiba, a Pakistani Islamist militant
group, for the terror attacks at a pair
of upscale hotels, a train station, a
Jewish center and other targets.

Lashkar-e-Taiba has been
blamed for a slew of earlier attacks
on India and allegedly took part in a
2001 assault on the country’s Parlia-
ment that left 15 people dead and
brought India and Pakistan to the
brink of war. That is a scenario the
U.S. is desperate to avoid, especially
with India now refusing to rule out
military action.

India is “determined to act deci-
sively to protect India’s territorial in-
tegrity and the right of our citizens
to a peaceful life with all the needs

at our disposal,” said Mr. Mukherjee
at a joint news conference with Ms.
Rice. “There is no doubt that the ter-
rorists’ attack in Mumbai were per-
petrated by individuals who came
from Pakistan and whose control-
lers are in Pakistan.”

U.S. officials have said the evi-
dence—a confession from the sole
captured terrorist, phone intercepts
and other intelligence—points to
Lashkar-e-Taiba, which is believed
to have links to al Qaeda and ele-
ments in Pakistan’s Inter-Services
Intelligence spy agency. Pakistan de-
nies providing any support for Lash-
kar-e-Taiba.

The U.S. is working with India to
find the attackers and is “actively en-
gaged in information sharing, in fo-
rensic help,” Ms. Rice said.

But she stopped short of placing
blame Wednesday. “Whether there
is a direct al Qaeda hand or not, this
is clearly the kind of terror in which
al Qaeda participates,” she said.

Pakistani President Asif Ali Zar-
dari has pledged to fully cooperate
with India in finding the perpetra-
tors, and his foreign minister has of-
fered to set up a joint investigation.
Ms. Rice said the U.S. plans to hold
them to their word. “I’m going to
take as a firm commitment Paki-
stan’s stated commitment to get to

the bottom of this and to know that
these are enemies of Pakistan as
well as they are enemies of India,”
she said.

How far Mr. Zardari can go in pur-
suing the perpetrators remains an
open question. Any move against
Lashkar-e-Taiba by his shaky gov-
ernment, Pakistan’s first civilian
government in nearly a decade,
could create a huge backlash from Is-
lamic groups. More than 2,000 Is-
lamist students marched in Islama-
bad on Wednesday shouting
anti-U.S. and anti-Indian slogans.

A top Pakistani security official
said among the militant leaders who
would stand by Mr. Zardari’s govern-
ment in the event of war with India
is Baitullah Mehsud, the man ac-
cused of assassinating Mr. Zardari’s
wife, former Prime Minister Benazir
Bhutto, in December 2007. Mr. Meh-
sud has denied involvement.

In a reflection of the military’s
ambivalent relationship with mili-
tants, particularly when India is con-
cerned, the official said: “We have
no big issues with Mr. Mehsud.
There are some misunderstandings
which can be resolved.”

The extradition of suspects to In-
dia would be highly provocative in
Pakistan. “Send a Pakistani to face
Indian justice? No, no, that will not
do,” said a retired Pakistani general
who lives in Rawalpindi, the garri-
son city on the edge of Islamabad
where Pakistan’s vast military estab-
lishment is centered.

The general, who said he main-
tains close contact with his former
colleagues, said the military is tak-
ing a wait-and-see approach to the
investigation and India’s demands
for cooperation. “We are not pre-
judging anything,” he said. But, he
cautioned: “the president has to be
very careful. This is a delicate time.”

The sensitivity of the situation
seems to be reflected in Pakistan’s
seemingly ever-changing response
to India’s demands. First, Islamabad
said it would send its spy chief to aid
in the investigation but then said
only a lower-level official would go
at some point. Now Mr. Zardari is
balking at India’s demand to turn
over suspects.

“If we had the proof, we would
try them in our courts and we would
try them in our land and we would
sentence them,” Mr. Zardari said on
CNN’s “Larry King Live.”
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By Matthew Rosenberg,
Peter Wonacott
and Yaroslav Trofimov

By Cam Simpson

WASHINGTON—U.S. Homeland
Security chief Michael Chertoff
said it is impossible to completely
stop armed attacks such as last
week’s assault in Mumbai, but he
suggested the American response
to such an attack would be more ef-
fective.

Mr. Chertoff told reporters
Wednesday that the Federal Bureau
of Investigation and Department of
Homeland Security are preparing a
report on “lessons learned” from the
Mumbai attacks for police depart-
ments and others across the U.S.

The homeland-security chief
noted that mass violence by armed
men has been a fact of life in the U.S.
for decades, whether the killers
have been crazed loners, students
or ideological extremists.

“Let’s remember, we have lived

in this country with people who pick
up guns and kill other people for as
long as I remember, and probably
for decades before that,” Mr. Chert-
off said. “You’re not going to pre-
vent that from happening 100%.”

He said the U.S. has integrated
prevention, mitigation and re-
sponse to terrorist attacks through
a single entity—namely his depart-
ment, which was formed after the
Sept. 11, 2001, attacks in New York
and Washington.

That was an implicit comparison
to India’s efforts, which have drawn
criticism for being poorly mounted
and poorly coordinated. The as-
saults on two luxury hotels and
other targets in Mumbai by terror-
ists wielding guns and grenades
started Nov. 26 and stretched until
Saturday, when the attackers were
killed or captured. More than 170
people were murdered.

Official implies U.S. response
to attacks would be more effective

By Jackie Range in New Delhi,
Matthew Rosenberg in Mumbai,
and Zahid Hussain in Islamabad
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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 12/01 EUR 1172.48 –65.5 –64.3 –34.8
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 12/01 USD 828.99 –56.6 –57.2 –23.7
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 11/28 USD 35.61 –58.3 –59.0 –19.7
LG Asian SmallerCo's AS EQ BMU 12/02 USD 48.66 –69.4 –69.6 –39.4
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 12/02 EUR 26.75 –63.4 –61.6 –34.0
MP-TURKEY.SI OT OT SVN 12/02 EUR 18.28 –64.2 –63.3 –31.1

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 12/02 EUR 2.41 –73.2 –72.5 NS
Parex Eastern Europ Bd EU BD LVA 12/02 USD 8.70 –36.4 –36.1 –17.7
Parex Russian Eq EE EQ LVA 12/02 USD 8.21 –74.1 –72.6 –38.9
Parex Ukrainian Eq EU EQ LVA 12/02 EUR 1.90 –81.5 –81.3 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 12/03 USD 99.63 –57.8 –58.8 –22.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 12/03 USD 95.69 –58.2 –59.3 –23.4
PF (LUX)-Biotech-Pca OT EQ LUX 12/02 USD 248.44 –25.3 –29.3 –6.8
PF (LUX)-CHF Liq-Pca CH MM LUX 12/02 CHF 123.91 1.6 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 12/02 CHF 95.65 1.6 1.8 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 12/02 EUR 113.96 –48.8 –49.0 –25.5
PF (LUX)-Digital Comm-Pca OT EQ LUX 12/02 USD 73.24 –46.4 –46.0 –17.5
PF (LUX)-East Eu-Pca EU EQ LUX 12/02 EUR 141.32 –72.5 –71.2 –40.2
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 12/03 USD 82.54 –64.3 –64.4 –28.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 12/03 USD 277.39 –62.2 –61.8 –27.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 12/02 EUR 76.69 –43.8 –44.6 –22.5
PF (LUX)-EUR Bds-Pca EU BD LUX 12/02 EUR 378.20 4.7 4.0 0.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 12/02 EUR 297.01 4.7 4.1 0.7
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 12/02 EUR 124.28 –5.2 –5.8 –3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 12/02 EUR 90.60 –5.2 –5.8 –3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 12/02 EUR 89.78 –37.3 –37.6 –22.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 12/02 EUR 58.06 –37.3 –37.6 –22.1
PF (LUX)-EUR Liq-Pca EU MM LUX 12/02 EUR 134.31 3.4 3.8 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 12/02 EUR 100.33 3.4 3.8 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 12/02 EUR 302.43 –50.4 –50.9 –27.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 12/02 EUR 101.78 –44.7 –46.1 –25.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 12/02 USD 171.82 –14.4 –14.0 –4.3
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 12/02 USD 122.51 –14.4 –14.0 –4.3
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 12/02 USD 11.72 –51.8 –51.9 –27.8
PF (LUX)-Gr China-Pca AS EQ LUX 12/03 USD 196.61 –54.1 –55.5 –14.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 12/03 USD 170.47 –67.8 –66.5 –26.6
PF (LUX)-Jap Index-Pca JP EQ LUX 12/03 JPY 7554.44 –46.8 –48.5 –29.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 12/03 JPY 6857.00 –48.8 –51.6 –34.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 12/03 JPY 6696.47 –49.1 –51.9 –34.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 12/03 JPY 3652.62 –47.0 –49.4 –33.0
PF (LUX)-Pacif Idx-Pca AS EQ LUX 12/03 USD 140.23 –56.1 –57.0 –22.1
PF (LUX)-Piclife-Pca CH BA LUX 12/02 CHF 700.71 –17.5 –18.4 –8.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 12/02 EUR 42.50 –44.7 –45.3 –25.2
PF (LUX)-Rus Eq-Pca EE EQ LUX 12/02 USD 22.82 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 12/02 USD 65.38 –41.4 –42.4 –19.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 12/02 EUR 322.43 –47.8 –48.4 –26.1
PF (LUX)-US Eq-Ica US EQ LUX 12/02 USD 75.29 –41.5 –41.6 –19.7
PF (LUX)-USA Index-Pca US EQ LUX 12/01 USD 65.39 –43.6 –44.1 –22.5
PF (LUX)-USD Gov Bds-Pca US BD LUX 12/02 USD 518.23 9.8 9.8 7.5

PF (LUX)-USD Gov Bds-Pdi US BD LUX 12/02 USD 391.54 9.8 9.8 7.5
PF (LUX)-USD Liq-Pca US MM LUX 12/02 USD 130.07 2.4 2.8 3.7
PF (LUX)-USD Liq-Pdi US MM LUX 12/02 USD 87.68 2.4 2.8 3.7
PF (LUX)-Water-Pca GL EQ LUX 12/02 EUR 104.89 –32.8 –32.5 –15.1
PF (LUX)-WldGovBds-Pca GL BD LUX 12/02 USD 154.80 5.2 4.4 5.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 12/02 USD 131.00 5.2 4.4 5.3
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 12/02 USD 7.08 –51.1 –50.4 –27.8
Japan Fund USD JP EQ IRL 12/03 USD 12.85 –23.7 –26.9 –15.4

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 12/02 EUR 547.34 –44.4 –45.1 NS
Core Eurozone Eq B EU EQ IRL 12/02 EUR 634.85 NS NS NS
Euro Fixed Income A EU BD IRL 12/02 EUR 1147.95 –8.1 –8.6 –5.9
Euro Fixed Income B EU BD IRL 12/02 EUR 1217.59 –7.6 –8.1 –5.4
Euro Small Cap A EU EQ IRL 12/02 EUR 866.88 –50.8 –51.6 –31.9
Euro Small Cap B EU EQ IRL 12/02 EUR 922.60 –50.5 –51.4 –31.4
Eurozone Agg Eq A EU EQ IRL 12/02 EUR 483.19 –49.5 –50.0 NS
Eurozone Agg Eq B EU EQ IRL 12/02 EUR 689.97 –49.3 –49.7 –26.1
Glbl Bd (EuroHdg) A GL BD IRL 12/02 EUR 1180.72 –8.7 –8.8 –4.5
Glbl Bd (EuroHdg) B GL BD IRL 12/02 EUR 1245.14 –8.1 –8.1 –3.9
Glbl Bd A EU BD IRL 12/02 EUR 1018.20 1.0 0.8 –2.3
Glbl Bd B EU BD IRL 12/02 EUR 1077.02 1.6 1.4 –1.7
Glbl Real Estate A OT EQ IRL 12/02 USD 575.72 –54.7 –57.2 –34.8
Glbl Real Estate B OT EQ IRL 12/02 USD 589.70 –54.5 –56.9 –34.4
Glbl Real Estate EH-A OT EQ IRL 12/02 EUR 553.93 –52.8 –55.2 –34.8
Glbl Real Estate SH-B OT EQ IRL 12/02 GBP 52.30 –52.4 –54.6 –33.8
Glbl Strategic Yield A EU BD IRL 12/02 EUR 1087.32 –27.2 –27.2 –14.0
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 12/02 USD 1131.54 –57.2 –57.5 –24.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 12/02 USD 1199.59 –57.0 –57.3 –24.1
Pan European Eq A EU EQ IRL 12/02 EUR 712.15 –47.6 –48.4 –26.1
Pan European Eq B EU EQ IRL 12/02 EUR 754.26 –47.4 –48.1 –25.7
US Equity A US EQ IRL 12/02 USD 617.12 –46.8 –47.1 –23.0
US Equity B US EQ IRL 12/02 USD 656.50 –46.5 –46.7 –22.5
US Small Cap A US EQ IRL 12/02 USD 902.65 –47.5 –47.9 –25.5
US Small Cap B US EQ IRL 12/02 USD 960.82 –47.2 –47.6 –25.1

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 12/02 SEK 58.97 –49.4 –49.6 –28.1
Choice Japan Fd JP EQ LUX 12/02 JPY 40.95 –48.2 –49.7 –32.0
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 –39.0 –39.5 –22.0
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 12/02 USD 3.99 –56.1 –56.6 –24.0
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 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
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 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 –8.1 –8.7 –5.1
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 12/02 USD 1.36 –59.0 –59.4 –21.9

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 12/02 USD 13.20 –60.1 –62.0 –14.5
Eq. Pacific A AS EQ LUX 12/02 USD 5.76 –58.4 –59.4 –20.5

n SGAM Fund
Bonds CHF A CH BD LUX 12/02 CHF 28.04 7.5 6.0 1.8
Bonds ConvEurope A EU BD LUX 12/02 EUR 28.40 –2.3 –1.8 2.3
Bonds Eur Corp A EU BD LUX 12/02 EUR 20.49 –6.7 –7.2 –4.3
Bonds Eur Hi Yld A EU BD LUX 12/01 EUR 13.43 –36.7 –36.6 –21.3
Bonds EURO A EU BD LUX 12/01 EUR 39.24 6.2 5.4 2.5
Bonds Europe A EU BD LUX 12/02 EUR 38.16 6.7 5.7 2.4
Bonds US MtgBkSec A US BD LUX 12/02 USD 25.13 –0.4 –1.3 1.7
Bonds US OppsCoreplus A US BD LUX 12/02 USD 30.78 –2.2 –2.2 1.5
Bonds World A GL BD LUX 12/01 USD 37.50 0.9 –0.5 4.4
Eq. ConcentratedEuropeA EU EQ LUX 12/02 EUR 20.34 –49.6 –48.8 –27.8
Eq. Eastern Europe A EU EQ LUX 12/02 EUR 14.26 –67.6 –66.2 –36.8
Eq. Equities Global Energy OT EQ LUX 12/02 USD 13.65 –45.8 –42.4 –15.9
Eq. Euroland A EU EQ LUX 12/02 EUR 8.81 –49.0 –48.8 –25.9
Eq. Euroland MidCapA EU EQ LUX 12/02 EUR 14.18 –51.1 –51.4 –30.8
Eq. EurolandCyclclsA EU EQ LUX 12/02 EUR 13.03 –48.6 –47.9 –21.2
Eq. EurolandFinancialA OT EQ LUX 12/02 EUR 8.27 –55.6 –55.4 –35.2
Eq. Glbl Emg Cty A GL EQ LUX 12/02 USD 5.24 –61.2 –60.7 –26.0
Eq. Global A GL EQ LUX 12/02 USD 19.23 –49.8 –50.1 –27.0
Eq. Global Technol A OT EQ LUX 12/02 USD 3.40 –52.0 –52.6 –30.7
Eq. Gold Mines A OT EQ LUX 12/02 USD 15.95 –46.8 –46.7 –23.6
Eq. Japan A JP EQ LUX 12/02 JPY 606.48 –54.2 –55.7 –35.4
Eq. Japan Sm Cap A JP EQ LUX 12/02 JPY 867.92 –49.1 –51.8 –40.4
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 12/02 GBP 9.14 –46.4 –45.7 –26.9
Eq. US ConcenCore A US EQ LUX 12/02 USD 14.82 –44.8 –44.5 –22.1
Eq. US Lg Cap Gr A US EQ LUX 12/02 USD 10.15 –49.5 –49.8 –24.9

Eq. US Mid Cap A US EQ LUX 12/02 USD 17.95 –54.1 –54.0 –24.6
Eq. US Multi Strg A US EQ LUX 12/02 USD 14.85 –48.4 –48.5 –26.5
Eq. US Rel Val A US EQ LUX 12/02 USD 14.44 –49.5 –49.7 –30.3
Eq. US Sm Cap Val A US EQ LUX 12/02 USD 11.75 –52.9 –52.8 –33.9
Eq. US Value Opp A US EQ LUX 12/02 USD 12.08 –52.6 –52.9 –32.7
Money Market EURO A EU MM LUX 12/02 EUR 27.04 4.0 4.4 4.0
Money Market USD A US MM LUX 12/02 USD 15.72 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 11/27 AED 5.32 –54.4 –50.1 –16.4

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 12/03 EEK 106.27 –60.4 –61.5 –36.3
New Europe Small Cap EUR EE EQ EST 12/03 EEK 50.75 –63.6 –64.3 –38.3
Second Wave EUR EE EQ EST 12/03 EEK 90.68 –67.0 –66.1 –33.8

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 12/03 JPY 8146.00 –51.4 –53.5 –34.7
YMR-N Japan Fund JP EQ IRL 12/03 JPY 8885.00 –48.9 –51.1 –30.8
YMR-N Low Price Fund JP EQ IRL 12/03 JPY 12013.00 –47.4 –50.5 –31.7
YMR-N Small Cap Fund JP EQ IRL 12/03 JPY 5958.00 –51.9 –55.1 –37.1
Yuki Mizuho Gen Jpn III JP EQ IRL 12/03 JPY 4044.00 –56.5 –57.5 –35.5
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 12/03 JPY 4322.00 –55.5 –57.5 –38.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 12/03 JPY 5744.00 –54.2 –55.2 –36.4
Yuki Mizuho Jpn Gen JP EQ IRL 12/03 JPY 7530.00 –51.0 –53.1 –32.8
Yuki Mizuho Jpn Gro JP EQ IRL 12/03 JPY 5879.00 –52.4 –54.5 –35.2
Yuki Mizuho Jpn Inc JP EQ IRL 12/03 JPY 7529.00 –42.5 –44.8 –27.1
Yuki Mizuho Jpn Lg Cap AS EQ IRL 12/03 JPY 4718.00 –50.0 –51.5 –31.2
Yuki Mizuho Jpn LowP JP EQ IRL 12/03 JPY 10603.00 –41.5 –45.8 –26.3
Yuki Mizuho Jpn PGth JP EQ IRL 12/03 JPY 7197.00 –56.2 –57.7 –35.4
Yuki Mizuho Jpn SmCp JP EQ IRL 12/03 JPY 5806.00 –54.2 –57.5 –35.9
Yuki Mizuho Jpn Val Sel AS EQ IRL 12/03 JPY 4805.00 –48.9 –50.4 –32.3
Yuki Mizuho Jpn YoungCo AS EQ IRL 12/03 JPY 2305.00 –59.7 –62.6 –49.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 12/03 JPY 3966.00 –55.2 –56.0 –35.9
Yuki 77 General JP EQ IRL 12/03 JPY 5492.00 –52.2 –53.9 –33.7
Yuki 77 Growth JP EQ IRL 12/03 JPY 5701.00 –53.5 –55.9 –36.5
Yuki 77 Income AS EQ IRL 12/03 JPY 4836.00 –42.3 –43.5 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/03 JPY 5898.00 –49.3 –51.1 –33.3
Yuki Chugoku Jpn Gro JP EQ IRL 12/03 JPY 4855.00 –51.9 –53.6 –31.6
Yuki Chugoku JpnLowP JP EQ IRL 12/03 JPY 7619.00 –41.5 –45.6 –24.7
Yuki Chugoku JpnPurGth JP EQ IRL 12/03 JPY 4446.00 –49.2 –51.8 –32.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 12/03 JPY 6324.00 –50.8 –52.6 –34.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/03 JPY 4297.00 –51.3 –52.6 –32.6
Yuki Hokuyo Jpn Inc JP EQ IRL 12/03 JPY 5111.00 –39.4 –41.4 –26.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/03 JPY 4382.00 –49.2 –52.8 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 12/03 JPY 4240.00 –56.3 –58.0 –37.1
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 12/03 JPY 4230.00 –52.6 –54.8 –35.0

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 12/03 JPY 4792.00 –49.9 –53.9 –33.4

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 10/31 USD 391.27 –40.9 –41.9 –12.3
KBL SPOP Long/Short Eq OT OT LUX 10/31 EUR 371.55 –42.9 –43.8 –14.4

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 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 11/28 EUR 119.01 –15.9 –7.9 –5.7
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 11/28 USD 251.03 –16.3 –8.3 –4.7

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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Thais turn focus to choice of new premier

Investment in India will continue
While projects slow,
companies say effect
of attacks won’t last

By Patrick Barta

BANGKOK—With antigovern-
ment protesters streaming out of
Thailand’s main airports after an
eight-day siege and the courts hav-
ing ousted the premier, attention
has turned to the next potential
flashpoint: Choosing a new prime
minister.

The decision could come as early
as next week, as members of three
political parties dissolved Tuesday
by a Constitutional Court for elec-
tion violations, maneuver to build a
new ruling coalition much like the
last one. The court also banned then-
Prime Minister Somchai Wongsa-
wat and some of his allies from poli-
tics for five years, forcing the pre-
mier to step down. The newly dis-
banded political parties were ac-
cused of engaging in electoral fraud
in a parliamentary election in De-
cember 2007 that brought to power
the coalition government.

Many elected representatives
who backed Mr. Somchai’s ruling co-
alition weren’t disqualified and re-
main members of parliament. They
are now reorganizing in newly
minted political parties and plan to
form a new ruling coalition similar
to the one that previously con-
trolled Thailand’s legislature.

Forming a similar coalition
could plunge Thailand into another
paralyzing cycle of protests. Protest
leaders, believed to have the back-
ing of Bangkok’s social and business
establishment, have threatened to
resume their demonstrations if the

same Thaksin-backed political par-
ties return to power in a new guise.

This past week, thousands of anti-
government demonstrators occu-
pied Bangkok’s two main airports, de-
manding the resignation of Mr. Som-
chai and his allies. Since August,
other protesters had occupied Gov-
ernment House, Thailand’s adminis-
trative headquarters in Bangkok.

The protesters accused Mr. Som-
chai’s government of being a corrupt
proxy for former populist Prime Min-
ister Thaksin Shinawatra, a telecom-
munications tycoon-turned-politi-
cian who was deposed in a military

coup in 2006. Although he is now in
self-imposed exile, he is widely be-
lieved to control the dominant par-
ties of Thai politics. Mr. Somchai is
his brother-in-law.

After Tuesday’s court ruling, the
anti-Thaksin protesters agreed to
lift their airport sieges, which have
severely damaged Thailand’s image
as a premier tourist destination and
cost exporters several hundred mil-
lion dollars in disrupted trade.

Fears of renewed protests center
on the men seen as possible new pre-
mier: Thai Health Minister Chalerm
Yubamrung and former Deputy

Prime Minister Mingkwan Sangsu-
wan. Both are viewed as Thaksin al-
lies. Whatever happens, asserted a
politician involved in discussions
on a new government, Mr. Thaksin
“will be the one who decides who is
the next prime minister.”

Meanwhile, protesters left
Bangkok’s airports without serious in-
cident on Wednesday. Aviation offi-
cials said they hoped to resume full
services at Suvarnabhumi, the main
international airport, as soon as pos-
sible, perhaps as early as this week.
Even with the resumption of some
flights, it could take a week or
longer to get the more than 350,000
stranded travelers on flights out of
the country.

Authorities are beginning to re-
act to concerns over the economic
fallout of the airport siege. The
Bank of Thailand slashed its main in-
terest rate by a full percentage point
to 2.75% Wednesday, far more than
market participants had antici-
pated, signaling that the central
bank fears a sharp slowdown in eco-
nomic growth. Already, official pro-
jections of a 4% expansion in gross
domestic product in 2009 are being
revised down.

Officials have said they fear tour-
ist arrivals next year could fall by
half, putting a million or more jobs
in the tourism industry at risk. Even
if the decline isn’t that drastic, ho-
tels and resorts already have seen a
spike in cancellations for the peak
year-end holiday season.
 —Costas Paris

contributed to this article.

By Santanu Choudhury

Last week’s terror attacks in
Mumbai, India’s business and finan-
cial capital, won’t halt major invest-
ments from local and overseas man-
ufacturing companies but may
prompt some to defer projects by a
few months to reassess security
risks, executives and analysts said.

The three-day siege in Mumbai
left at least 171 people dead, includ-
ing foreign nationals. Analysts ex-
pect the attacks will further damp
business sentiment, already weak
because of the global economic slow-
down. In the wake of the attacks, ex-
ecutives of multinational compa-
nies and tourists have curtailed
travel to India and some countries
have issued travel advisories.

But companies and executives
said India is unlikely to suffer a sus-
tained impact on foreign direct in-
vestment, as its growth prospects
remain strong. Investors doing busi-
ness in the South Asian country
have also long taken into account
the risk of a terrorist attack.

Companies in sectors like steel,
automobiles and textiles had al-
ready announced production cuts to
cope with slowing demand in the In-
dian market and overseas. The wors-
ening global credit crunch has also
reduced availability of funds and in-
creased the cost of funding.

“Our [investment] plans remain
unchanged,” said P. Balendran, vice
president of General Motors Corp.’s
local unit. Mr. Balendran said sales

“are going to get more impacted” af-
ter the terror attacks because mar-
ket sentiment is down. “But, I think
it will be a temporary aberration
and the medium- to long-term story
of India remains intact,” he said.

GM has two factories in India, in-
cluding one in the western state of
Maharashtra, whose capital is Mum-
bai. The Maharashtra plant, built
with an investment of about $300
million, began production in Septem-
ber to supplement an existing fac-
tory in the western state of Gujarat.

GM is also investing $200 mil-
lion to construct an engine and
transmission plant adjacent to its
car factory in Maharashtra. The en-
gine plant is to open in early 2010.

Separately, Volkswagen AG, Eu-
rope’s biggest auto maker by
sales, said it will proceed with a
Œ580 million ($736.9 million) in-
vestment in India despite the ter-
rorist attacks and a slowdown in
the local vehicle market.

“We continue to invest in India

as planned before,” said Kurt Rip-
pholz, Volkswagen Group’s head of
communications for India. “There
are no changes.”

Volkswagen is building a car fac-
tory in Maharashtra. The plant is
scheduled to start operations in the
spring of 2009 and expects to have
annual capacity of 110,000 vehicles.

GM, Volkswagen, Toyota Motor
Corp. and other auto makers have
announced combined investments
of more than $7 billion in India on ex-
pectations that an expanding econ-
omy and rising incomes will boost
car sales. But, higher loan rates and
lack of financing have forced pro-
spective customers to defer new-ve-
hicle purchases this year.

Car sales in October dropped
6.6%, the biggest percentage decline
since July 2005. Sales fell in three
out of four months since July.

Declining sales led Tata Motors
Ltd., Maruti Suzuki India Ltd.,
Ashok Leyland Ltd. and other auto
makers to cut production. Steel pro-

ducers such as Tata Steel Ltd. and
JSW Steel Ltd. have also announced
production cuts amid the continu-
ing global economic slowdown.

Mahesh Patil, who oversees the
equivalent of $8 billion in assets
at Birla Sun Life Asset Manage-
ment Co. in Mumbai, said “Tour-
ism and aviation could see some
impact but I don’t think there will
be major delays or cancellations
in projects unless there is a big se-
curity risk.”

Manufacturing output in India
grew 5% from a year earlier during
the July-September period, lower
than a 9.2% increase last year. Manu-
facturing and services together ac-
count for more than three-quarters of
India’s more than $1 trillion economy.

Weak manufacturing activity hin-
dered India’s gross domestic prod-
uct growth. GDP grew 7.6% in the
July-September period, the slowest
expansion pace in almost four
years, down from 9.3% growth a
year earlier.

ECONOMY & POLITICS

Protesters at Bangkok’s Suvarnabhumi international airport wave a giant Thai flag
in celebration of a court decision to oust their premier, ending an eight-day siege.

A worker at the GM plant in Pune, India 
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By Niraj Sheth

And Tariq Engineer

MUMBAI—Thousands of Indians
congregated near the iconic Gateway
of India and burned-out Taj Mahal
Palace & Tower hotel Wednesday,
shouting nationalist slogans and an-
grily calling for answers from an In-
dian political establishment they ac-
cuse of failing to protect the public.

Amid groups holding candlelight
vigils for victims of last week’s terror-
ist attacks, protesters marched in the
streets with signs reading “Enough is
Enough” and “Politicians are a bigger
threat, not terrorists.” Chants of
“Long Live India!” and “Death to Paki-
stan!” rang in the air. India says the
attackers arrived from Pakistan.

As the marches took place, po-
lice said they had found and de-
fused two unexploded bombs at the
Chhatrapati Shivaji Terminus train
station where two terrorists went
on a killing rampage one week ago.
The bombs were discovered in lug-
gage amid piles of bags left behind
at the station.

Terrorists are believed to have
planted a bomb in a taxicab they
took after arriving in Mumbai last
Wednesday in what police say was
an attempt to erase their steps once
they had left the car. The bomb ex-
ploded and killed the taxi driver.

The station has reopened since
the attacks, and it was unclear why it
took until now for the bombs to be dis-
covered. A Mumbai police spokes-
man couldn’t immediately be reached
for comment.

In the days since the attacks on
the city killed 171 people, Indian poli-
ticians as a group have come under
fire from the media and the public.
Many protesters on the streets
Wednesday said they were furious
with Indian politicians in general, re-
gardless of whether they were from
the ruling Congress party or the op-
position Bharatiya Janata Party.

“Why has no one shot the chief
minister?” asked Meghna Kadakia,
a 26-year-old in Mumbai’s film in-
dustry. “These people should be
slaughtered to death.”

An estimated tens of thousands
of people participated in the rally,
though no official tally was avail-
able from the police. Crowds blan-
keted the cordoned-off streets in
the city’s Colaba neighborhood, epi-
center of last week’s attacks. They
included young and old, rich and
poor, Hindu and Muslim, and some
figures from Bollywood, Mumbai’s
popular film industry.

The number of protesters and
the emotionally charged atmo-
sphere were surprising, people at
the rally said. “This is the first time
since the Emergency I have seen peo-
ple like this,” said Pankaj Bhatia, a
55-year-old insurance agent from
Mumbai, referring to former Prime
Minister Indira Gandhi’s declara-
tion of a state of emergency in 1975
to secure her position in power.

People who attended the rally
said they had heard of the protest by
word of mouth, emails, social net-
working sites and text messages.

One protester singled out the
government’s bungled response af-
ter the strikes began. “It shouldn’t
have taken nine hours” for the Na-
tional Security Guard to arrive, said
Kunal Sayani, a self-employed busi-
nessman, referring to the Indian
strike force. The 26-year-old said
the attacks have motivated him to
vote for the first time in the coming
general elections.

Indian protesters
assail politicians
for lack of security
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Short Mat Dollar B US BD LUX 12/02 USD 6.71 –21.9 –22.1 –11.4
Short Mat Dollar B2 US BD LUX 12/02 USD 8.67 –22.0 –22.2 –11.4
Short Mat Dollar I US BD LUX 12/02 USD 6.71 –21.2 –21.3 –10.5

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 12/02 GBP 6.20 –34.5 –34.3 –15.8
Andfs. Borsa Global GL EQ AND 12/02 EUR 5.65 –40.9 –40.4 –20.3
Andfs. Emergents GL EQ AND 12/02 USD 8.87 –58.3 –58.3 –24.0
Andfs. Espanya EU EQ AND 12/02 EUR 10.40 –41.1 –43.1 –19.4
Andfs. Estats Units US EQ AND 12/02 USD 11.49 –43.4 –41.6 –21.3
Andfs. Europa EU EQ AND 12/02 EUR 6.32 –43.0 –43.2 –21.2
Andfs. Franca EU EQ AND 12/02 EUR 8.13 –42.2 –42.7 –21.9
Andfs. Japo JP EQ AND 12/01 JPY 418.01 –45.9 –47.1 –28.1
Andfs. Plus Dollars US BA AND 12/02 USD 8.28 –22.6 –22.3 –10.7
Andfs. RF Dolars US BD AND 12/02 USD 10.04 –11.3 –11.0 –5.1
Andfs. RF Euros EU BD AND 12/02 EUR 9.03 –18.2 –18.5 –10.7
Andorfons EU BD AND 12/02 EUR 12.07 –21.1 –21.0 –12.9
Andorfons Alternative Premium OT OT AND 10/31 EUR 97.79 –15.8 –16.5 –4.5
Andorfons Mix 30 EU BA AND 12/02 EUR 8.09 –30.2 –30.0 –16.1

Andorfons Mix 60 EU BA AND 12/02 EUR 8.00 –39.3 –38.3 –20.2

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 11/28 USD 122940.23 –52.9 –53.0 –23.1

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 12/03 EUR 10.05 –1.2 –1.3 0.6
DJE-Absolut P GL EQ LUX 12/03 EUR 171.19 –32.2 –30.9 –11.5
DJE-Alpha Glbl P EU BA LUX 12/03 EUR 148.30 –27.5 –26.0 –8.8
DJE-Div& Substanz P GL EQ LUX 12/03 EUR 167.57 –29.7 –29.8 –10.5
DJE-Gold&Resourc P OT EQ LUX 12/03 EUR 116.80 –37.7 –37.3 –16.2
DJE-Renten Glbl P EU BD LUX 12/03 EUR 119.43 –2.2 –2.2 0.1
LuxPro-Dragon I AS EQ LUX 12/03 EUR 97.20 –46.3 –47.1 –7.3
LuxPro-Dragon P AS EQ LUX 12/03 EUR 95.04 –47.5 –48.2 –8.3
LuxTopic-Aktien Europa EU EQ LUX 12/02 EUR 13.31 –31.0 –30.4 –9.7
LuxTopic-Pacific AS EQ LUX 12/02 EUR 9.00 –58.1 –57.9 –26.9

n EAST CAPITAL

n website: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 12/02 EUR 39.99 –63.6 –62.5 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 12/02 USD 39.07 –68.4 –67.6 NS
(Lux) Russian EUR EE EQ LUX 12/03 EUR 32.81 –71.2 –69.9 NS

(Lux) Russian USD EE EQ LUX 12/02 USD 32.04 –75.0 –74.0 NS
Balkan Fund EE EQ SWE 12/02 SEK 11.16 –66.5 –64.6 –29.1
Baltic Fund EE EQ SWE 12/02 SEK 34.90 –52.6 –51.6 –28.6
Eastern European Fund EU EQ SWE 12/02 SEK 20.27 –63.0 –61.5 –29.7
Russian Fund EE EQ SWE 12/02 SEK 573.58 –67.2 –65.7 –33.4
Turkish Fund EE EQ SWE 12/02 SEK 4.37 –61.9 –59.8 –22.5

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

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 10/31 USD 33.51 –47.9 –43.6 –4.6

EFG-Hermes MEDA* GL EQ BMU 10/31 USD 21.96 –39.3 –34.5 –4.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 11/28 SAR 4.80 NS NS NS
EFG-Hermes Telecom OT EQ BMU 10/31 USD 25.98 –32.2 –32.0 –3.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 12/02 USD 228.52 –26.7 –26.3 –11.7
Sel Emerg Mkt Equity GL EQ GGY 12/02 USD 117.39 –56.6 –56.5 –23.4
Sel Euro Equity EUR US EQ GGY 12/01 EUR 73.93 –49.4 –50.3 –27.5
Sel European Equity EU EQ GGY 12/02 USD 126.81 –55.3 –56.3 –28.7
Sel Glob Equity GL EQ GGY 12/02 USD 130.55 –52.2 –53.0 –28.5
Sel Glob Fxd Inc GL BD GGY 12/02 USD 123.80 –15.6 –16.2 –7.2
Sel Pacific Equity AS EQ GGY 12/02 USD 79.29 –55.0 –55.8 –22.6
Sel US Equity US EQ GGY 12/01 USD 89.42 –47.6 –48.0 –25.5
Sel US Sm Cap Eq US EQ GGY 12/02 USD 115.46 –50.1 –50.5 –30.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 12/02 EUR 291.29 –19.3 –19.1 –9.8
DSF 50/50 EU BA LUX 12/02 EUR 215.70 –27.3 –27.3 –14.1
DSF 75/25 EU BA LUX 12/02 EUR 162.73 –35.2 –35.1 –18.9
KBC Eq (L) Europe EU EQ LUX 12/02 EUR 386.14 –49.2 –49.6 –27.7
KBC Eq (L) Japan JP EQ LUX 12/02 JPY 15427.00 –47.8 –49.9 –31.5
KBC Eq (L) NthAmer EUR US EQ LUX 12/02 EUR 430.37 –44.1 –44.2 –23.0
KBC Eq (L) NthAmer USD US EQ LUX 12/01 USD 599.35 –45.0 –44.9 –22.4
KBL Key America EUR US EQ LUX 11/28 EUR 312.27 –46.6 –46.3 –23.3
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Lenders try out bulk sales
Banks experiment
to pare down clumps
of foreclosed homes

By Kris Maher

Freeport-McMoRan Copper &
Gold Inc., the world’s largest pub-
licly traded copper producer,
slashed its capital-spending budget
in half, which will postpone develop-
ment and expansion at the compa-
ny’s mines, and suspended its divi-
dend, saying it needed to conserve
cash amid a 60% drop in copper
prices and swooning demand from
emerging markets.

The mining company also cut pro-
jected output and sales for the next
two years, indicating that it expects
the global slowdown to drag on the
commodities sector beyond 2009.
Weakening demand, especially in
the once-hot market of China, for ev-
erything from cars and homes to
washing machines has slowed indus-
trial production, depressing prices
for copper, iron ore and other com-
modities. Big miners such as Rio
Tinto and Brazil’s Companhia Vale
do Rio Doce also have announced
production cuts in recent weeks.

“We are responding aggressively
to the current market conditions
which have weakened dramatically in
recent weeks,” said Freeport Chief Ex-
ecutive Richard Adkerson. Last
month, Freeport said it would cut
more than 600 jobs at its U.S. mining
operations to lower costs.

News of the pullback sent Free-
port’s stock down 19%, or $4.13, to
$17.69 in late trading Wednesday on
the New York Stock Exchange. The
news also raised questions about the
timing of the company’s $26 billion
acquisition of Phelps Dodge, com-
pleted in March 2007.

“Their timing was a little unfortu-
nate in that they didn’t get a longer
run at extremely high copper prices,”
said Peter Gray, a managing director
at KPMG Corporate Finance LLC. On
the upside, he said Freeport paid off
much of the debt from the deal before
copper prices dropped. He also said
the combined company provides the
industry with a more effective disci-
pline in moving quickly to cut produc-
tion in line with demand. It also diver-
sified Freeport’s geographic foot-
print and provided more clout with
suppliers and vendors.

The purchase was one of a series
of consolidations in the mining sector
as rivals went after each other to cor-
ner reserves and assets in the hot mar-
ket, counting on continued high
prices to help boost profits and pay
down debt.

“Anyone who bought in the last 12
months is probably feeling some

lumps and bruises,” Mr. Gray said.
Freeport, based in Phoenix, said it

is slashing its 2009 capital-expendi-
ture budget by 52%, to $1.1 billion
from a prior estimate of $2.3 billion,
because of sharply lower prices of
copper and molybdenum, which is
used to strengthen steel. Freeport
also said it will suspend an annual div-
idend of $2 per share to save the com-
pany about $755 million on an annual
basis. The company said it hopes to re-
instate the dividend “as market condi-
tions improve.”

Leo Larkin, an equity-metals and
mining analyst with Standard and
Poor’s Equity Research, said he was
surprised that Freeport suspended
the dividend because the company
has a “very good” balance sheet and
has aggressively paid down debt
from its Phelps Dodge purchase.
“They’re being very, very cautious,”
Mr. Larkin said.

Freeport, which expects to sell
four billion pounds of copper this
year, said it would cut copper produc-
tion by 5% next year and by 11% in
2010 from prior estimates. It expects
to sell 4.1 billion pounds of copper in
each of the next two years.

No growth for molybdenum sales
is expected, versus prior expecta-
tions of 8.1% and 25%, respectively,
for 2009 and 2010.

Conversely, Freeport expects to
produce more gold.

On Wednesday, copper futures
traded at about $1.60 a pound on the
London Metals Exchange, off from
$2.23 a pound in October, and an aver-
age of $3.61 a pound in the first nine
months of this year. The Metals Week
Dealer Oxide price for molybdenum,
which is used in steelmaking, had
fallen to $9 on Monday from about
$30 a pound in October, hurt by the
slump in demand for steel.

Freeport to cut spending
and suspend its dividend
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By James R. Hagerty

As the glut of foreclosed homes
swells, U.S. banks and other lenders
are starting to warm to the idea of
selling some of the homes in bulk to
investors, a departure from the prac-
tice of selling homes one at a time.

For the past year, investors have
been eager to buy large numbers of
homes from lenders at knockdown
prices. Lenders have generally re-
sisted that idea, but now some are
trying it out on a small scale.

Barclays Capital estimates that
banks and loan investors owned
871,000 foreclosed homes as of Nov.
1, up from 414,000 a year earlier. Bar-
clays forecasts that this inventory
will peak at about 1.4 million homes
in mid-2010.

That deluge has persuaded some
banks to start bargaining. In recent
months, Wells Fargo & Co., Fannie
Mae and Synovus Financial Corp.
have negotiated a few transactions
and have signaled to investors they
might be willing to do others.

So far, no major lender has fully
embraced the idea of selling in bulk.
In many cases, they say prices that
investors are demanding remain
too low. The banks say they can get
more money for most homes selling
them through local agents.

“We are getting a ton of bottom
fishers,” says Barbara Desoer, presi-
dent of mortgage and insurance ser-

vices at Bank of America Corp., but
the prices being offered aren’t at-
tractive. Ms. Desoer says Bank of
America, which this year became
the U.S.’s largest mortgage lender
by acquiring Countrywide Finan-
cial, isn’t doing bulk sales for now.

Still, others are starting to exper-
iment on a limited basis. Wells
Fargo, the nation’s second-largest
home mortgage lender, expects to
keep selling most of the homes one
by one through local agents. But in
the past six months, the bank has
completed half a dozen bulk sales
and is evaluating another one, says
Ben Windust, a senior vice presi-
dent at the banking company. He
says each such sale has involved 20
to 40 properties. In most cases, the
sales involved homes that proved
difficult to sell through local real-es-
tate agents or that need lots of re-
pair work to make them salable.

Lenders seem more comfortable

considering bulk sales of low-value
homes in marginal neighborhoods
and in regions where housing de-
mand is weakest.

James Odell Barnes, an investor
in South Carolina, says he and a
group of investor partners recently
paid about $1.2 million for a bulk
purchase of about 800 homes from
Fannie Mae. That works out to
about $1,500 apiece on average. Mr.
Barnes says he quickly resold for
about $50,000 a Detroit homes pur-
chased from Fannie for $1,800.

A Fannie Mae spokesman de-
clined to comment, but the com-
pany has acknowledged an open-
ness to considering bulk sales. Fan-
nie has a huge and expanding back-
log of homes to sell. It reported last
month that its inventory of single-
family foreclosed homes on Sept. 30
was 67,519, about twice as many as
it owned nine months earlier.

Fannie’s main rival, Freddie Mac,
says it is open to bulk sales but hasn’t
been able to reach acceptable terms.
“We don’t accept 20 or 30 cents on
the dollar,” says James “Chris”
Bowden, a Freddie vice president.

Gibraltar Global Group LLC,
Shelton, Conn., created in January
by executives with experience in cor-
porate relocation services, has com-
pleted several small bulk purchases,
says Jim Simon, chief executive.

Partly for public-relations rea-
sons, lenders are expected to be
more open to considering bulk sales
to nonprofit groups seeking to ac-
quire homes in poor neighborhoods
as a way to prevent blight and cre-
ate affordable housing.
 —Ruth Simon

contributed to this article.
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By Christopher Bjork

And Jason Sinclair

MADRID —Grupo Sanahuja, the
main shareholder of Spain’s Metro-
vacesa SA, Wednesday said it had
reached an agreement with six of its
main creditors to exchange debt for a
majority stake in the property giant.

An agreement was reached late
Wednesday after days of negotia-
tions. A spokesman for the Sanahuja
family confirmed there was an
agreement, but couldn’t immedi-
ately confirm how big a stake the
banks will get.

Grupo Sanahuja had earlier said
it was in talks to exchange just over
54% of Metrovacesa’s shares for

debt. However, a person familiar
with the matter said that the San-
ahuja family has agreed to hand
over 65.5% of the company to the
banks.

Grupo Sanahuja’s main creditors
are Banco Santander SA, Banco Es-
panol de Credito SA, Banco Bilbao
Vizcaya Argentaria SA, Banco Popu-
lar Espanol SA, Banco de Sabadell
SA and Caja Madrid, people familiar
with the matter have said.

Grupo Sanahuja currently holds
80.6% of heavily indebted Metrovac-
esa and has more than Œ4 billion in
debt with a slew of banks.

Metrovacesa, which is Spain’s
biggest real-estate company by as-
sets, has more than Œ7 billion ($8.9

billion) in debt. Its stock last traded
at Œ50, giving the company a market
value of Œ3.48 billion.

Spanish real estate firms like
Metrovacesa have been hit hard by
the collapse of the decade-long
boom in the Spanish housing mar-
ket and are struggling to raise new
financing in the tight credit mar-
kets.

Last week, home builder Habitat
Inmobiliaria SA filed for protection
from creditors in what would be the
second-largest corporate failure
this year in Spain. Larger rival Mar-
tinsa-Fadesa SA in July defaulted
on Œ5.2 billion in loans to become
the country’s biggest corporate fail-
ure in years.
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