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What’s News—

Business &3 Finance

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

m 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

m 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

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

m 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

m 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

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

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

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

m 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

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

m Research in Motion cut its
earnings outlook. Page 6

Markets 4 p.m. T
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

Money & Investing > Page 17

World-Wide

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
m 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

m 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

m 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

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

m 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

m A French aid worker kid-
napped last month in the Af-
ghan capital was released by his
captors, Sarkozy announced.

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

m 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.

m Attention in Thailand turned
to choosing a new prime minis-
ter, as protesters streamed out

of Bangkok’s airports. Page 10

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

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

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

EDITORIALEOPINION
Durban 11

The U.S. and Europe should
skip this “anti-Semitic and anti-
Western hate fest.” Page 11
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Lufthansa poised to buy
ailing Austrian Airlines

Latest acquisition
would involve funds
from government

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 €377.4 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 €500 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-

v

Associated Press
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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.

mand, relatively strong carriers are
able to capitalize on rivals’ weak-
ness. Lufthansa at the end of Sep-
tember had roughly €3.8 billion in
cash and liquid assets on hand. It
posted a nine-month net profit of

€551 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
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In August, Aerolineas Argentinas employees demonstrated in favor of the
renationalization of the company outside the Congress in Buenos Aires.

Latin America investments
sour for Spanish companies

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

By Thomas Catan in Madrid
and John Lyons in Sdo Paulo

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 Aerolineas Argentinas and a
smaller airline, Austral.

“The Argentine government has
persecuted us,” said Vicente Muiloz,
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

Suspect offers
grim insights
into massacre

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
awealth 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
wereriding 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.

Fromrepeated 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
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Economic slump deepens

Wave of weak data
presses central banks
to cut rates further

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

CORRECTIONS &
AMPLIFICATIONS

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.
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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
in1996. 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.

Romania’s GDP jumps,
but the boom is ending

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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Ukraine’s currency falls

to crisis-inducing levels

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 withnew 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.

U.S. retail sales likely to decline,
despite bump on Black Friday

By PHIL 1zz0

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. economy gets weaker

Tighter lending,
falling sales plague
almost every region

By SUDEEP REDDY

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

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, chair of the ISM survey commit-
tee and a senior vice president for sup-
plymanagement at Hilton Hotels Corp.
“It’s not about doing away with the ac-
tivities that were nice to have,” Mr.

Contracting

The U.S. Institute for Supply
Management’s nonmanufacturing
employment index
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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 separatereport prepared by pay-
roll firm Automatic Data Processing
Inc. and forecasting firm Macroeco-
nomic Advisers estimated nonfarm
payrolls excluding government jobs de-
clined by 250,000 in November. Thus
far this year, ADP has shown smaller
payroll losses than the U.S. Labor De-
partment, raising worries about the of-
ficial government number due Friday.

Many forecasters had projected
thattheU.S.employmentreportfor No-
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-

ousestimate 0of 350,000, with the unem-
ployment raterising to 6.8%from 6.5%.

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
President Jeffrey Lacker said Wednes-
day that “uncertainty about the out-
lookis greater thanusual”but the econ-
omy is still expected to “regain posi-
tive momentum sometime in 2009.”

Since September, reports have indi-
catedthat “many households and firms
are taking a ‘wait and see’ attitude, re-
ducing or postponing nonessential out-
laysinresponsetoageneral senseofun-
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
alessening drag from the housing sec-
tor should return the economy to
growth, Mr. Lacker said.

AlsoWednesday, the Labor Depart-
mentrevisedits estimate of third-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. Onanannualized basis, produc-
tivity increased at a 1.3% rate in the
third quarter from the second quarter,
higher than the earlier 1.1% figure.
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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

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
topeople 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-

Reuters

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. Thatreviewis
atanearlier stage andis expectedto
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-
encethatthereare “examples ofreg-
ulators nearly fading away,” with
“onlyasmallhandful of peopledoing
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,

Restricted access
Israel and India may join the
U.S. government’s list of
countries, below, that for one
reason or another do not meet
its safety requirements.

M Bangladesh
M Cote D’ Ivoire
M Croatia

M Ghana

M Guyana

M Indonesia
W Montenegro
W Nauru

M Philippines
M Serbia

M Ukraine

Source: U.S. Federal Aviation Administration

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-oversight shortcom-
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-
letsin 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.

Inthe caseofIsrael,accordingto
people familiar with the process,
airlinemanagementandsafetypro-
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.

Chip maker Infineon’s loss swells

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 anetloss of €763
million ($969.4 million) for the quar-
ter ended Sept. 30, compared with a
year-earlier loss of €280 million.

Infineon’s revenue rose 2.3% to
€1.15 billion from €1.13 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-

Expecting a loss

Infineon Technologies’ shares dropped on Wednesday after its net loss

widened sharply in the fourth quarter
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Wednesday'’s close:
€1, down 40%
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Sources: the company (net loss) ; Thomson Reuters Datastream (share price)

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

Inresponse to the challenging en-

Write-downs on
Infineon’s 77.5%
stake in Qimonda
hurt results.

vironment, Infineon said it would in-
crease its cost-cutting goal to €250
million a year from €200 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 €4.32 bil-
lion. In the current quarter, ending
Dec. 3],

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 €1.10 from
€2.50 on the “exceptionally nega-
tive” forecast for 2009.

Telecom Italia unveils plan
to cut more jobs, trim debt

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 €3 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 Bernabeé said.

Telecom Italia’s net debt totaled
€35.77 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’tthink€3billioninasset
sales will be enough toreachit.Iseea
possiblecutin2008 dividends by 20%
to 25%,” said Gianpaolo Rivano, asset
manager for GestiRe in Milan.

Mr. Bernabe 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
€1.03 Wednesday, in an overall nega-
tive market.

Italy’s former telecommunica-
tions monopoly said it will finance
€4.8 Dbillion 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. Bernabeé 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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Shall Biofuels be also blamed for the economic crisis ?

Evidence shows ethanol demand for cereals is
not the main factor behind food and cereal price hikes:

- Cereal prices decreased 50% in the past 12 months while EU
ethanol production doubled over the same period. (*)

- EU food price inflation increased 4.7% year-on-year in October
while corn and wheat prices dropped more than 50% from a

year ago. (**)

(*} Sources: Ehio, Mattif
{**) Sources: Mattif, Eurostat: EL Food Price Index (HICP)

EU Food Price Inflation
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Biofuels are under attack. We dispute the
claim that biofuels shall be also blamed for
the economic crisis. We have decided to
stand up and contest this claim with
supported evidence. We believe it is the right
thing to do.

Abengoa Bioenergy, a business unit of
Abengoa, is Europe’s largest bioethanol
producer and the only global producer with
operations in the US and Brazil as well.

Abengoa Is a technology company, with
presence in over 70 countries worldwide;
applying innovative solutions for sustainability
in the infrastructure, enwvironment, and energy
sectors. Abengoa’s portfolio of products
includes solar energy and bioethanol
production, hydrogen technologies,
construction of renewable energy facilities,
water desalination, recycling of industrial
waste, and IT consulting and system
development.

ABENGOA BIOENERGY
The Global Ethanol Company

www.abengoabioenergy.com
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A new ant

Blackwater offers
protection to ships
in dangerous waters

By AuGgusT 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
firms about protecting shipsin pirate-
infested waters. It is meeting with
morethanadozenfirmsthis week and
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 areso-
lution supporting a European Union
naval mission to combat piracy off
the coast of Somalia.

The EU said Wednesday a flotilla

P i

Neil Rabinowitz/Blackwater

ipiracy effort

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.

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’vemade alot of rec-
ommendations thatrange fromkeep-
ing ladders up on the ships’ sides to
putting professional security teams
on board,” said a Navy official.

The pirates, oftenarmed with auto-
matic weapons and rocket-propelled
grenades, have lured ships with false
distress calls and even attempted as-
saultswith fast-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 existsinin-
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.

Roling, Unwin leave EMI Group
as projects are completed

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’timmediately 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
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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.

To spruce up
handsets, HTC
buys design firm

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.

Court rebuffs Vodafone
in an Indian tax case

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-

By Raghavendra Upadhyaya in
Mumbai and Kathy Sandler in
London

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

India is Vodafone’s big growth market,
offsetting the slowdown in Europe.

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.

RIM cuts outlook on delay
of rollouts, weaker demand

BY SARA SILVER

Research In Motion Ltd. was
forcedtoloweritsearningsoutlookfor
the latest quarter, as slowing U.S. de-
mand for olderBlackBerry devices, de-
layed rollouts of new models and a
stronger U.S. dollar combined to damp
the company’s growth.

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

RIM’s lowered forecast followed a
similar warning from rival Palm Inc.
this week, as the global economic
slowdown causes consumerstodelay
purchases of new cellphones. Those
consumers upgrading to do-every-
thing smartphones can now choose
fromawiderrange of products,includ-
ingtheiPhonefromAppleInc.andthe
Google-based G1by HTC Corp.

RIMsharesrose1%to $37.64 inaf-
ternoon trading Wednesday on the
Nasdaq Stock Market after falling
earlierinthesession. Thecompanyis-
suedits 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 81to 83 cents a share on sales 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 $3.1billion. That outlook itself
was below analysts’ expectations.

The Waterloo, Ontario, company
hasbeenrolling outaslewofnewmod-
els toattract consumers to the work-
horse devices favored by many busi-
nessusers. Thisquarter sawtheintro-
duction of the touch-screen Black-
Berry Storm, designed to compete di-
rectly against the iPhone, and the
high-speed Bold, whose screen s 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
subscribersreached arecordlevel on
Nov. 21, when the BlackBerry Storm
launchedinthe U.S.
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EDF in blockbuster bid
for Constellation Energy

Firm tries to thwart
Warren Buffett’s bid

with a big premium

By AbDAM MITCHELL
AND GERALDINE AMIEL

Electricité 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 €44.34 ($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.

More melamine-tainted eggs
are found in Hong Kong

A WSJ News Rounbpup

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.

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

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.

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%.

MAN AG

MAN AG Chief Executive Hakan
Samuelsson said he expects the cur-
rent economic crisis to last longer
than previous downturns, and
pledgedto cut coststo ensure the Ger-
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 2% 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
atits truck business by 30% to ensure
it will reach its minimum return-on-
sales target of 6.5% next year.

0AO 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.

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.

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 €670 million ($851 mil-
lion) from €998 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 €224 mil-
lion loss from loans and a €155 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 €500 million for
potential loan losses.

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.

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
UK., 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.

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.

Eni SpA

Italian oil company Eni SpA has
declared force majeure on 15,000 to
18,000 barrels aday 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
would expire.Enisaidithadn’t yet 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.

—Compiled from staff
and wire service reports.

-

Supported by

or 323135 |[oM 341

oan3 (ouin

2d.

European Commission
T, = =

A

World Intellectual
Property Organization

* X x

UOr MO JO IDWaPDI} paia3sibal b 5|

Intellectual

Cl‘ﬂllﬂl‘ly

THE PANEUROPEAN
INTELLECTUAL PROPERTY SUMMIT

»BRUSSELSIP2008

THUrRsDAY W g FrRiDAY B
DECEMBER 2008

Europe’s Premier I[P Event

Fuelling the
European IP Economy

* *
do% e
* 5k . ol
;s  Office for Harmonization i
& inthe Internal Market 1 ¥
H Christine Lagarde
2 Inassociation with Ministre of Economy, Industry
& Employment
THE WALL STREET JOURNAL. FRENCH GOVERNMENT
\ FRANCE

Research and production

() Premier Cercle

‘ WwWwuw.

Promotion

Managing

~

- ; -+, :
B | T
S ) .":1
--\._-Tt E-—.-
X -4
Wubbo de Boer Francis Gurry
President Director General
OFFICE FOR THE WORLD INTELLECTUAL
HARMONIZATION IN PROPERTY ORGANIZATION
THE INTERNAL MARKET \ SWITZERLAND
\ SPAIN
- - - f
IpSUl‘I‘Il‘I‘IIt.II‘I o

J




8 THURSDAY, DECEMBER 4, 2008

THE WALL STREET JOURNAL.

ECONOMY &3 POLITICS

Broader changes urged for Afghanistan

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

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

Getty Images

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.

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

Richardson is Commerce nominee

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,
chieflobbyist 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.
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President-elect Barack Obama nominated New Mexico Gov. Bill Richardson, left, to

be U.S. commerce secretary.

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 Muiloz, 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.

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
bejudicious inits 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.

Online today
Read excerpts from the interview
with Gen. Jones, plus review Obama’s
cabinet picks so far,
at WSJ.com/Politics

(rates seeks Congress’s help
in shutting Guantanamo

BY YocCHI 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 isnow 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

Robert 5ate$

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.
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U.S. presses Pakistan to aid Mumbai probe

Strains rise as India
seeks terror suspects
from across border

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

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

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
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Indian Foreign Minister Pranab Mukherijeg, 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.’

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.”

Police allege accomplice’s role

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 amys-

By Matthew Rosenberg,
Peter Wonacott
and Yaroslav Trofimov

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
placeshadbeen sketched. He had ba-
siclayouts drawnup for afew 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 ajob as amechanicata
printing press in Dubai. That’s where
investigatorsbelieve 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.

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

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 Kkillers
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.
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Investment in India will continue

While projects slow,
companies say effect
of attacks won’t last

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

AFP

“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
€580 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

A worker at the GM plant in Pune, 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-

Growing money

India’s total capital inflows,
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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.

Thais turn focus to choice of new premier

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
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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.

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.

Indian protesters
assail politicians
for lack of security

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’timmediately 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.





