
U.S. Democratic leaders in
Congress appealed to Treasury
Secretary Henry Paulson to
broaden the $700 billion finan-
cial rescue plan to help the na-
tion’s auto makers, which have
announced steep losses and are
burning through cash. Page 4

n President-elect Obama
called for extending U.S. job-
less benefits as the unemploy-
ment rate soared to 6.5% in
October, a 14-year high. Page 9

n Crestor sharply lowered
risk of heart attacks among ap-
parently healthy patients, ac-
cording to a study of AstraZen-
eca’s cholesterol drug. Page 6

n Citigroup is in talks to buy a
U.S. bank, people familiar with
the matter said. The failure to
get Wachovia has strained board-
management ties at Citi. Page 27

n DHL parent Deutsche Post
likely will announce an end to
the delivery company’s plan to
expand within the U.S. Page 6

n British Airways posted a
loss for its fiscal first half, but
the carrier boosted its full-year
revenue outlook. Page 6

n Berkshire Hathaway’s profit
fell for a fourth consecutive
quarter because of investment
losses and turmoil in the insur-
ance market. Page 30

n Offshore oil workers are in
hot demand as the number of
rigs grows, even with the re-
cent drop in oil prices. Page 4

n Hedge funds are unloading
billions of dollars of securities
to meet cash demands from
investors and lenders. Page 32

n Ambiguity on key aspects of
the U.S. financial-rescue plan is
making a majority of financial
firms surveyed hesitant. Page 12

n European stocks are up 12%
from 5µ-year lows set two
weeks ago. But analysts are di-
vided over whether the worst is
behind the market. Page 28

n Munich Re cut its outlook
again after third-quarter profit
was slashed. Page 29

How the U.S. rescue plan
took form as crisis grew
Bernanke, Paulson
overcame questions
on extent of powers

Spain provides
model in effort
to save banks

China announced a stimulus
plan that could exceed half a tril-
lion dollars in a bid to rebuild
confidence and boost domestic
demand to counter the prospect
of global recession. The package
of infrastructure investment and
other spending means China
will enter a G-20 meeting Satur-
day with a plan that would
dwarf stimulus measures by
other large economies. Page 1

n The fire-safety system on
new Russian nuclear-powered
submarine malfunctioned on a
test run in the Sea of Japan,
spewing chemicals that killed
20 people and injured 21 others.

n Moscow will go ahead with
its plan to station missiles near
Poland only if the U.S. deploys
missile defenses in Europe, a
senior Russian diplomat said.

n Obama promised to pass a
major U.S. economic-stimulus
plan in his first act as president
and prepared for a meeting
with Bush on Monday. Page 3

n A suicide bombing killed two
Spanish troops in Afghanistan.
A U.S. official said Taliban fight-
ers held a wedding party captive
and fired on U.S. forces last week
to draw airstrikes on civilians.

n Airstrikes hit suspected in-
surgent hideouts in a northwest
Pakistan tribal region, killing
13 alleged militants in the lat-
est round of an army offensive.

n Three Islamic militants were
executed in Indonesia for the
2002 Bali bombings, and bur-
ied before hundreds of support-
ers. Indonesia increased secu-
rity, fearing retaliatory attacks.

n Britain revoked an entry visa
for deposed Thai Prime Minis-
ter Thaksin, preventing him
from returning to London where
he had been living in exile.

n A Labour Party victory in a
local election in Scotland has
helped boost the political come-
back of the U.K.’s Brown. Page 2

n Israel and the Palestinians
pledged to continue U.S.-backed
peace talks even though a year-
end deadline won’t be met.

n Doctors struggled to contain
an outbreak of cholera in a refu-
gee camp near Congo’s eastern
provincial capital of Goma.

n A school collapsed in Haiti,
killing at least 88 people.

Re
ut
er
s

China stimulus package
amounts to $586 billion

U.S. Treasury Secretary Henry Paulson, right, talks to Fed Chairman Ben Bernanke,
left, at the beginning of the G-7 Ministerial meeting in Washington Oct. 10.

Editorial&Opinion

WASHINGTON—U.S. Federal Re-
serve Chairman Ben Bernanke
reachedtheendofhisropeonWednes-
dayafternoon,Sept.17.LehmanBroth-
ersHoldingsInc.hadcollapsed.Amer-
ican International Group Inc. had
been effectively nationalized with
$85 billion of Fed money. Investors
were stampeding out of money-mar-
ket mutual funds. Credit markets
were reeling, stocks were wobbling
and bank failures loomed.

Mr. Bernanke called Treasury Sec-
retary Henry Paulson. The Fed chair-
manleaned toward thespeakerphone

onhisofficecoffeetableandspokeun-
usually bluntly to Mr. Paulson.

The Fed had been stretched to its
limits and couldn’t do it anymore,
Mr. Bernanke said. Although Mr.
Paulson had been resisting such a
move for months, Mr. Bernanke said
it was time for the Treasury secre-
tary to go to Congress to seek funds

and authority for a broader rescue.
Mr. Paulson didn’t commit, but by
the next morning, he had.

In public, Messrs. Bernanke and
Paulson marched in lock step. Be-
hind the scenes, the two men and
their lieutenants sometimes tussled—

over the fate of Lehman Brothers,
how to handle Congress and the lim-
its of the Fed’s authority. At times,
each man felt handcuffed by legal
limits on his own power, and conse-
quently pushed the other to move

Please turn to page 38

Emerging crisis
The economies of Asia and
Eastern Europe won’t escape
the financial crisis. Page 15

By Thomas Catan

And Jonathan House

MADRID—A layaway plan for
hard times that has helped Spanish
banks weather the international
banking crisis is becoming a model
for global policy makers seeking
fresh ideas to prevent a repeat of
the debacle.

In 2000, Spain’s central bank in-
troduced a system of so-called dy-
namic provisioning that forced
banks to build up reserves against
future, hypothetical losses. At the
time, Spanish banks stiffly resisted
the regulation, fearing they would
lose ground against competitors.

Now the rules are credited with
giving Spanish financial institu-
tions big capital cushions that have
helped them ride out the financial
turmoil remarkably well, despite
the much-publicized collapse of the
country’s housing bubble.

The Bank of England has pushed
for the Spanish example to be dis-
cussed at an international level, and
the Financial Stability Forum, an
group of central banks and regula-
tors that is coordinating the global
response to the financial upheavals,
has begun studying Spain.

“We are going to be doing some
work on provisioning issues,” said
Svein Andresen, secretary general
of the Financial Stability Forum. “In

Please turn to page 39
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What’s News—
Business & Finance World-Wide

*Forecast
Sources: Ministry of Finance (expenditure and budget balance); China’s National Bureau of Statistics and 
International Monetary Fund (GDP)
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Turnaround
China is using government spending to shore up weakening economic growth

Surplus

Deficit

IMF forecast

Women to watch: Crisis
molds new corporate stars
JOURNAL REPORT | PAGES 18-25

With Wachovia deal dead,
Citigroup has a new target
MONEY & INVESTING | PAGE 27

By Andrew Batson

BEIJING—China announced a
stimulus program that could exceed
half a trillion dollars as its leaders
seek to rebuild rapidly weakening
confidence and unleash domestic
demand to counter the prospect of
global economic recession.

The two-year package of infra-
structure investment and other
spending could potentially reach 4
trillion yuan ($586 billion). Though
it appears to include some previ-
ously known measures, the size of
the package was clearly designed
to impress Chinese citizens, whose
support the ruling Communist

Party needs for stability, as well as
foreign governments that depend
on a healthy Chinese economy.

The sum represents about 16%
of China’s economic output last
year, and is roughly equal to the to-
tal of all central and local govern-
ment spending in 2006. New spend-
ing of even half that amount would
be considerable next to China’s orig-
inal budget for this year, which had
called for about 6 trillion yuan in
spending.

With the announcement, China
will enter a meeting Saturday of
the Group of 20 in Washington with
a plan that would dwarf stimulus

Please turn to page 39

By Jon Hilsenrath, Deborah
Solomon and Damian Paletta

Money & Investing > Page 27
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Goldman Sachs Group
Inc. may post a loss for its
fourth quarter, a number
of stock analysts believe,
because of its exposure to
the equities market.

Goldman Sachs hasn’t
reported a loss in any quar-
ter since going public al-
most 10 years ago. The av-
erage of estimates among
11 analysts for its fourth
quarter, as compiled by
Thomson Reuters, is for
earnings of $1.62 a share.

But several analysts,
concerned about Goldman’s
positions in private equity
and principal investments
in stocks, have begun pro-
jecting a loss for the quar-
ter.

A spokesman for Gold-
man declined to comment.

While Goldman steered
clear of many of the disas-
ters that battered rivals,
“every firm has its Achil-
les’ heel,” said Roger Free-

man, analyst at Barclays
Capital.

Mr. Freeman had pro-
jected in late September
that Goldman would earn
$2.71 a share in the quar-
ter.

But with the market de-
clining since then, it is rea-
sonably likely that Gold-
man will report a loss for
its fiscal fourth quarter,
Mr. Freeman said.

Morgan Stanley analyst

Patrick Pinschmidt forecast
a loss of $1.09 a share for
Goldman, the steepest de-
cline projected by an ana-
lyst.

UBS analyst Glenn
Schorr changed Goldman’s
estimate to a loss of 40
cents a share from a gain
of $1.40 a share.

Merrill Lynch analyst
Guy Moszkowski expects
Goldman to post a fourth-
quarter loss of 49 cents a

share.
About a week ago, Mr.

Freeman met with Gold-
man’s president and co-
chief operating officer, Gary
Cohn, and its chief financial
officer, David Viniar.

In a research note, Mr.
Freeman wrote that “man-
agement suggested that GS
has fairly successfully navi-
gated most of the mort-
gage and credit cycle. How-
ever, it believes it is more
exposed than most to the
equity market declines.”

Mr. Pinschmidt projects
Goldman will take a $2.6
billion loss in its principal-
investment portfolio.

If equity markets re-
bound 10%, the firm’s prin-
cipal-investment loss
would narrow to $1.6 bil-
lion, cutting its loss to 29
cents a share, the Morgan
Stanley analyst calculated.
 —Jessica Papini

and Ed Welsch

Drop in calls hits telecoms
When the going gets

tough, the tough switch off
their mobile phones.

As the world faces its se-
verest economic crisis of the
wireless era, there are grow-
ing signs that European and
emerging-market spending
on mobile-phone calls is
more discretionary than op-
erators were anticipating.

For investors, that sug-
gests the big European tele-
com companies aren’t as de-
fensive as they once looked.

The shares of predomi-
nantly wireless businesses,
like Vodafone, or those with
a big emerging-market wire-
less presence, such as Tele-
nor, have underperformed
the European sector in the
past three months by 8% and
35%, respectively. Telecom
as a whole has outperformed
the European market by 10%,
but that may not last.

So far this quarter, Deut-
sche Telekom’s T-Mobile di-
vision reported 6% and 2%

drops in revenue from a year
earlier in the U.K. and Ger-
many, respectively. Vodafone
surprised markets this sum-
mer with a 2.5% decline in
Spanish revenue in the sec-
ond quarter.

Vodafone and Spain’s
Telefonica, which report
earnings this week, have big
investments in emerging
markets such as India and
Latin America. Their home
markets of the U.K. and
Spain are sure to be weak.
But demand outside Europe
looks pretty slack, too. Other
companies have provided
clues. Reliance and Idea in
India, America Movil in
South America and China
Unicom have all come out
with poor numbers.

With recent falls in
emerging-market currencies
also set to affect profits for
the likes of Vodafone and
Telefonica, there is plenty of
room for disappointment.
 —Paul Sharma

Georgia opposition split
Protesters demand
early elections
in aftermath of war

Georgian opposition supporters are calling for early elections after the war with
Russia. Above, protesters at a demonstration in Tbilisi on Friday.

By Jennifer Levitz

Fidelity Investments, citing the
“unsettled nature of the world’s
stock markets,” said it will lay off
1,300 employees, or 3% of its work
force, this month and conduct a sec-
ond round of job cuts in next year’s
first quarter.

Fidelity, the world’s largest mu-
tual-fund company, is one of sev-
eral firms in its business that have
announced or hinted at layoffs in re-
cent weeks as investors pulled
money out of stock funds in record
amounts. Fidelity has 44,400 em-
ployees and $1.24 trillion in mutual-
fund assets under management.

The belt-tightening is part of a
cost-cutting strategy set out by Fi-
delity’s president, Rodger Lawson,
who came to the firm in the summer
of 2007. Fidelity has already cut hun-
dreds of jobs in the past year under

the direction of Mr. Lawson, who
said after he arrived that Fidelity
needed to trim waste and spending
in order to better dominate its com-
petitors.

Positioning itself for a dimin-
ished asset base, the fund industry
will likely contract in the coming
months—just as it grew during the
recent bull-market run, said Loren
Fox, a senior research analyst with
Strategic Insight Mutual Fund Re-
search & Consulting LLC in New
York. Fidelity, for instance, now has
15,000 more employees than it did
five years ago.

Fidelity officials said in a state-
ment that the Boston-based com-
pany remains “strong and grow-
ing,” but that “prudent manage-
ment warrants that we carefully ex-
amine all our costs to make sure
we come out of this economic
downturn in a position to capital-

ize on opportunities for our cus-
tomers.”

The November layoffs will affect
“layers of management” and lower
level employees, and will come in
several Fidelity units and in most re-

gions, said spokeswoman Anne
Crowley. She said Fidelity will keep
the employees on the payroll
through December, and will provide
a “generous severance package,”
and job-hunting services.

Not every unit is being trimmed.

Ms. Crowley said. Fidelity plans to
“maintain resources” in its cus-
tomer-service divisions, such as call
centers, which have been busy re-
cently trying to reassure investors.
The company says it won’t lay off
fund managers or investment ana-
lysts.

Mutual-fund companies earn
much of their money from fees as-
sessed as a percentage of assets,
meaning that market declines and
redemptions of fund shares have a
direct impact on revenues.

With the Standard & Poor’s
500-stock index down 38% in
2008, many investors have been
yanking savings out stock mutual
funds, which typically are the most
profitable products sold by fund
companies, and putting money
into bond funds and money-mar-
ket funds.

Industrywide, a torrent of money

has been coming out of stock mutual
funds. TrimTabs Investment Re-
search of Sausalito, Calif., estimates
that October’s net redemptions, or
outflows, from stock funds totaled
$68.2 billion, and that September’s
were $56 billion. Both months sur-
passed the previous high of $53 bil-
lion in net redemptions in July 2002,
according to TrimTabs.

According to the Chicago re-
search firm Morningstar Inc., the
most recent rankings show that Fi-
delity had net redemptions of $5.8
billion in stock mutual funds in Sep-
tember, second only to the Ameri-
can Funds group, which had a loss of
$6.4 billion.

Helped by “very strong flows”
into money-market funds, Fidelity’s
still has positive fund flows overall,
with $32 billion in inflows to its
funds this year through October,
Ms. Crowley said.

Fidelity plans 1,300 job cuts this month, more in 2009

Testing Goldman’s weak point

By Samantha Shields

TBILISI, Georgia—As many as
10,000 opposition supporters ral-
lied in Tbilisi against Georgian Presi-
dentMikheilSaakashvili Friday,kick-
ing off a campaign to force him to
call early elections after August’s di-
sastrous five-day war with Russia.

The rally was held on the first an-
niversary of a violent government
crackdown on street protesters an-
gry about low standards of living
and alleged authoritarianism. Turn-
out was much lower than last year,
when tens of thousands took to the
streets for days before police
moved in with rubber bullets and
tear gas.

“We’re starting a new wave of
protests, our main demand is free
and fair parliamentary elections
next spring,” opposition leader Le-
van Gachechiladze said outside par-
liament before the rally.

Georgia’s opposition remains di-
vided and didn’t unite over Friday’s
rally. One leading party, the Chris-
tian Democrats, held its own demon-
stration outside the Imedi TV sta-
tion, which was shut down after last
year’s protests. Nino Burjanadze, a
former Saakashvili ally who is seen
as a key opposition ally and has an-
nounced she will form her own
party this month, didn’t attend the
main rally.

Demonstrators waving opposi-
tion flags and wearing white
scarves listened to speakers outside
parliament who had erected a ban-
ner saying “Stop Russia, Stop
Misha.” (Misha is Mr Saakashvili’s
nickname.) They later marched to
the presidential palace to listen to

more speeches and hear a list of de-
mands.

“We’ve come here today because
we don’t want Misha Saakashvili
anymore. He lost all that it was pos-
sible for Georgia to lose; a war, re-
spect and our territory. He’s
brought shame on us and we want
elections,” said Kakha Benidze, a
34-year-old economist.

“It’s not clear who started the
war but its aftermath is awful, many
people are living in dreadful condi-
tions,” said pensioner Lali Urash-
vili.

August’s war left an estimated
100,000 Georgian refugees and bat-
tered Georgia’s economy. Russian
troops, meanwhile, have taken con-
trol of two separatist regions that
Mr. Saakashvili had promised to re-
turn to Georgia.

Foreign investors, a key force be-
hind the country’s economic recov-
ery, have been scared off and Geor-
gia’s growth this year is expected to

fall to 3.4% from 12.4% in 2007.
Mr. Saakashvili has been criti-

cized by the opposition for allowing
himself to be provoked into a war
with a bigger, heavily armed neigh-
bor that he could never have won.

He came to power in 2003’s
peaceful Rose Revolution promis-
ing European Union and North At-
lantic Treaty Organization member-
ship and vowing a clampdown on
corruption.

This month’s layoffs
will affect ‘layers of
management’ and
lower level staff.
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Scottish win lifts Brown
Crisis response gives
prime minister edge;
timing the election
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By Alistair MacDonald

LONDON—A Labour Party vic-
tory in a local election in Scotland
once seen as a lost cause has boosted
the political comeback of British
Prime Minister Gordon Brown,
whose response to the financial cri-
sis has put him in the spotlight on
the global stage and begun to re-
verse his sliding popularity at home.

After Labour surprised even it-
self by comfortably holding onto the
parliamentary seat in Glenrothes,
adjacent to Mr. Brown’s own, more
political observers now are betting
that the prime minister will call an
election next year, believing the cri-
sis gives him an advantage.

Meanwhile, on Monday in a
speech on foreign policy to be deliv-
ered in the City, Mr. Brown will call
for a “new multilateralism” that in-

cludes closer international coordi-
nation of fiscal and monetary pol-
icy, according to Downing Street.

He is to say that as part of “a new
multilateralism that is both hard
headed and progressive,” leaders
from the Group of 20 major econo-
mies meeting in Washington, D.C.,
onNov. 15 should reach “a global con-
sensus on a new, decisive and sys-
temic approach to strengthening the
global economy.”

On Friday, in the sort of activist
move that has gone down well with
the British public, Mr. Brown pub-
licly called on the chief executives
of the country’s banks to pass Thurs-
day’s one and a half percentage-
point central-bank interest-rate cut
to their customers. The bank heads
met with Treasury Chief Alistair
Darling to hear the message in per-
son, and some promised fast cuts.

But Mr. Brown is still far from a
comfort zone. Though his popularity
ratings increased by 11 percentage
points through mid-October from
the month before, that brought his fa-
vorable rating only up to 35%, while
59% of Britons say they are dissatis-

fied with him, according to pollster
Ipsos MORI. He still polls behind the
opposition Conservative Party.

The British economy continues
to worsen. The IMF on Thursday
forecast that Britain would suffer a
deeper downturn than leading indus-
trial rivals next year. Continuing the
drumbeat of bad news, government
data on Friday showed the number
of company bankruptcies increased
by 26.3% in the third quarter to 4,001
from a year earlier.

“Nobody thought they would win
so well [in Scotland] and this is partly
down to Gordon Brown’s handling of
the crisis,” said Rodney Barker, pro-
fessor of government at the London
School of Economics. “The problem
is, once the crisis is over, he has to go
back to being prime minister.”

After the Scottish win, book-
maker Paddy Power said the chance
Mr. Brown would call a general elec-
tion in 2009—he is not obliged to do
so until mid-2010—had risen sixteen
percentage points, to 52%.

Mr. Brown’s popularity has recov-
ered since falling sharply not too
long after he succeeded Tony Blair as

prime minister in June 2007, partly
as he appeared to dither over how to
react to the early stages of the credit
crunch. He was also hurt as Labour
was beaten badly in a raft of local
elections, with support for the rival
Conservative Party soared, prompt-
ing some members of his party to
push for him to go.

 —Joe Parkinson, Sara Schaefer
Muñoz and Paul Hannon

contributed to this article.

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

Telephone: 32 2 741 1211 FAX: Business: 32 2 732 1102
News: 32 2 741 1600 Editorial Page: 32 2 735 7562
SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799 Calling time from 8am to 5.30pm GMT
E-mail: WSJUK@dowjones.com Website: www.services.wsje.com

Advertising Sales worldwide through Dow Jones
International. Frankfurt: 49 69 971428 0; London: 44 207 842 9600;
Paris: 33 1 40 17 17 01

Printed in Belgium by Concentra Media N.V. Printed in Germany by Dogan
Media Group / Hürriyet A.S. Branch Germany. Printed in Switzerland by
Zehnder Print AG Wil. Printed in the United Kingdom by Newsfax International
Ltd., London. Printed in Italy by Telestampa Centro Italia s.r.l. Printed in Spain
by Bermont S.A. Printed in Ireland by Midland Web Printing Ltd. Printed in Israel
by The Jerusalem Post Group. Printed in Turkey by GLOBUS Dünya BasInevi.

Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from Dow Jones & Co.
© 2008 Dow Jones & Company All rights reserved.
Editeur responsable: Daniel Hertzberg M-17936-2003

1 FREE daily access
to WSJ.com

If you bought today’s paper from
a retail outlet, simply register at:

wsj.com/reg/coupon
or renew at: wsj.com

Today's code is: EUROPE-N-635

EU leaders back Gordon Brown’s call
for the IMF to have a stronger role.
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BRUSSELS—The European
Union approved a wish list to take to
the coming Washington summit on
reordering the global financial sys-
tem, including international super-
visory boards for major banks and a
more “central” role for the Interna-
tional Monetary Fund.

At a meeting Friday in Brussels
for the special summit, EU leaders
such as Britain’s Prime Minister Gor-
don Brown stressed the urgency of re-
constructing “the institutions of 1945
to deal with the problems of 2008.”

In a final communiqué, the EU
leaders approved principles that
should drive the broad effort to over-
haul the current international finan-
cial architecture, as well as some
specific “approaches” for the Satur-
day meeting of the Group of 20 large
economies in Washington to adopt.

The EU’s proposals, however,
were less dramatic than the sweep-
ing demands Mr. Brown and others
made a month ago. In an acknowl-
edgement that this is likely to prove
a long process, the EU leaders pro-
posed a second global summit for
100 days after Nov. 15, to follow up
on the Washington meeting.

Still, an early proposal to set up
an international “college of supervi-
sors” to help coordinate regulation of
some of the world’s biggest cross-bor-
der banks and other financial institu-
tions survived. Mr. Brown predicted
the first of the companies could come
under supervision by year end.

Also on the EU wish list is that
the IMF should get a stronger role in
addressing financial crises. Mr.
Brown’s call a month ago for the IMF
to act as a form of global central
bank has been considerably watered
down, however, an apparent recogni-
tion of U.S. resistance to any signifi-
cant expansion of the IMF’s powers.

EU approves
finance wish list
for G-20 summit
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measures by other large econo-
mies.

The U.S. pushed through a $168
billion package earlier this year,
equal to about 1% of gross domestic
product, and the Federal Reserve
has aggressively cut interest-rates.
Japan has a $51.5 billion package
that largely consists of payouts to
families and tax relief for busi-
nesses, and Germany is moving on
tax breaks and loans that will cost
the government around $29.9 bil-
lion over four years.

Finance ministers and central
bankers meeting this weekend in
São Paulo in advance of the G-20
summit discussed the need for fis-
cal stimulus to fuel economic
growth, U.S. Treasury Under Secre-
tary for International Affairs David
McCormick said Sunday. He called
the Chinese announcement a “wel-
come step.”

If the stimulus package can help
alleviate a slowdown in the Chinese
economy, that could help cushion
an expected decrease in Chinese
purchases of raw materials and
goods from the U.S. and elsewhere.

While the outlook for China’s
once-booming economy has rap-
idly worsened, the country remains
comparatively well-placed to deal
with a slowdown. The boom years
have been kind to China, allowing it
to clean up its banking system, re-
turn state enterprises to profitabil-
ity and shore up government fi-
nances. Now the state is putting its
significant financial resources—in-
cluding a budget that for the mo-
ment is still in surplus—into play to
shore up the economy.

China’s economic growth has
slowed to the weakest pace in five
years, with output expanding just
9% in the third quarter from a year
earlier after gaining nearly 12% in
2007. That is still fast by the stan-
dards of any other country and helps
show why China is important to
maintaining a decent pace of global
economic expansion.

China’s government has long
held that growth of at least 8% is

needed to provide the improve-
ment of employment and incomes
that the ruling Communist Party re-
lies on for popular support.

China’s financial system re-
mains largely unscathed by the glo-
bal credit squeeze, but prospects
for the country’s continued growth
at that kind of pace have deterio-
rated rapidly. Export orders from
the U.S., Europe and Japan are
weakening, causing factories
around China to trim workforces or
shut down entirely—leading to un-
employment that could undermine
popular backing for the govern-
ment.

Spooked urban consumers are
pulling back from China’s housing
market, causing new construction
to collapse to its worst level in a de-
cade. With construction weak, sup-
port for other key industries such
as cement and steel has eroded,
and they are cutting output and can-
celing orders for raw materials—
moves that are being felt by com-
modities firms around the world.
The downward spiral in confidence
is likely to depress growth even fur-
ther. Among foreign businesses
that rely on a healthy Chinese econ-
omy, suppliers of metals and ma-
chinery for infrastructure construc-
tion and companies that target Chi-
nese consumers will be closely
watching the effects of the stimu-
lus program.

The program was announced
Sunday night in Beijing just before
the scheduled release of economic
data for October that are expected
to show a further sharp deteriora-
tion in activity.

China’s leaders “realize this is
really about sentiment and confi-
dence, which needs a very fast and
strong policy response,” said Wang
Qing, an economist with Morgan
Stanley.

Based on recent trends and with-
out a policy response, China could
have seen 5% to 6% growth next
year, according to Mr. Wang. With
stimulus measures that include pre-
vious moves to cut interest rates
and end caps on bank lending, he

said China now has good odds of
achieving the 8% to 9% growth in
2009 that officials still say they ex-
pect.

Other governments around the
world are also considering fiscal-
stimulus plans to boost their econo-
mies, something the International
Monetary Fund has encouraged.
U.S. lawmakers, during their lame-
duck session next week, are ex-
pected to consider a stimulus pack-
age focused on aid to local govern-
ments and extended unemploy-
ment benefits. U.S. House Speaker
Nancy Pelosi is pushing for a two-
step plan with as much as $100 bil-
lion this month followed by a com-
panion measure early next year
that would include a tax cut.

In a statement announcing Chi-
na’s plan, the State Council said it
would deliver 120 billion yuan ($18
billion) of new spending in the last
quarter of this year alone. The
State Council—effectively China’s
cabinet—estimated that would
drive an additional increase of 400
billion yuan in local and private-sec-
tor investment throughout the
economy.

China’s government is also mak-
ing plans for new spending in areas
such as low-cost housing, road and
rail infrastructure, agricultural sub-
sidies, health care and social wel-
fare over the next two years.

However, the total new invest-
ment could be less than the head-
line figure of 4 trillion yuan, since
the plan does appear, for instance,
to incorporate rebuilding pro-
grams for the areas affected by
May’s massive earthquake. Those
have already been allocated 1 tril-
lion yuan in funds.

The rapidity of the response un-
derscored the government’s con-
cern about the growing risks of a
real downturn. Although Chinese
officials have been meeting daily
on the financial crisis, most observ-
ers hadn’t expected leaders to
reach final consensus on a stimulus
plan until an annual economic-pol-
icy meeting scheduled for the end
of this month.

China has also joined in interna-
tional calls to revamp international
financial oversight and address fal-
tering business and consumer con-
fidence. President Hu Jintao will
visit Washington later this month
to meet other world leaders, includ-
ing U.S. President-elect Barack
Obama. On Saturday, in their first
telephone conversation since last
week’s election, Mr. Hu told Mr.
Obama that China “attaches great
importance” to that summit, and
called for efforts to strengthen in-
ternational financial regulation,
China’s official Xinhua news
agency reported.

Economists said China’s new
stimulus plan represents an even
more dramatic policy response
than China adopted in 1998 during
the Asian financial crisis, when
Beijing spent heavily to counter a
similarly worrisome combination
of an external financial crisis and a
sharp domestic slowdown.

“As the global economic and fi-
nancial crisis has become more se-
vere in the last two months, China
must take flexible and prudent mac-
roeconomic policies to resist the
negative impact of the interna-
tional situation and deal with these
complicated and ever-changing
trends,” the State Council said in
its statement.

The new measures include an ex-
pected revamping of China’s value-
added tax system to allow all com-
panies operating in China to deduct
spending on capital equipment.
The government estimated the new
system, which is already in place in
some provinces, would save compa-
nies a total of 120 billion yuan when
fully rolled out. The government
has recently been phasing out tax
breaks specifically for foreign com-
panies to invest in China and didn’t
mention any such measures as part
of the stimulus.

Economists have pointed out
that the change to the tax system is
unlikely to encourage businesses to
invest if they are doubtful about
the economic outlook, which is
likely one reason why the stimulus

program puts more emphasis on
new spending.

Another question is how quickly
the effects of the stimulus package
will be felt in the real economy.
While the government’s statement
included language urging local offi-
cials to rapidly put new money to
work, some lag is unavoidable. And
since infrastructure spending has
already been growing by about 20%
annually for the last couple of de-
cades, there may be physical and lo-
gistical limitations to how much
spending can be further acceler-
ated. Economists expect, at a mini-
mum, one or two more quarters of
slowing growth before a rebound
can take hold.

“I don’t doubt the government’s
ability to support growth. However
the timing is challenging, as the
speed of domestic demand may cor-
rect faster than fiscal policy can be
eased,” Ben Simpfendorfer, an econ-
omist for Royal Bank of Scotland,
wrote in a report last week.

The government is presenting
the program as an opportunity to
do many things that would be
worth doing anyway. Those include
helping companies upgrade to
higher-tech equipment, improving
irrigation in rural areas, raising
pensions and social-security pay-
ments, and improving water and
waste treatment in crowded cities.

“Although we face many difficul-
ties, our nation’s domestic demand
has great potential, our financial
system is sound, and our compa-
nies are well able to respond to mar-
ket changes. This adjustment in the
world economy is a new opportu-
nity for our nation to accelerate
structural improvements and at-
tract international technology and
talent,” the State Council state-
ment said.

China’s government can afford
to spend. With tax revenue surging
by more than 30% last year, central
and local governments ran a com-
bined surplus equivalent to 0.7% of
the year’s gross domestic product.

 —Sudeep Reddy in Washington
and James T. Areddy in Shanghai

contributed to this article.
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China unveils $586 billion stimulus package to spur its economy

Spanish layaway plan is a model in efforts to save banks
that context, we are talking about
the dynamic provisioning regula-
tions that Spain has had in place.”

The forum also is working to im-
prove capital adequacy in banks and
to tighten control of off-balance-
sheet vehicles. The Bank of Spain dis-
couraged its banks from taking on
those kinds of instruments, which
helped them avoid the “toxic” assets
that got many others into trouble.

Thanks to dynamic provisioning,
Spanish banks have a Œ40 billion
($50.85 billion) cushion and began
the year with more than 200% cover-
age of nonperforming loans. The av-
erage coverage ratio for European
Union banks was 58.6% in 2006, ac-
cording to the European Central
Bank.

The central idea behind Spain’s
system is to smooth economic peaks
and troughs by acting countercycli-
cally. During times of economic
growth, the system forces banks to
set aside a provision for each new
loan in case it goes bad. The theory
is that the additional cost will limit
excessive growth in lending, as well
as force banks to build up a cushion
against future losses.

During the downturns, banks
can draw on these general provi-
sions to cover bad loans, lessening

their need to cut back on lending or
raise new capital.

Finding ways to counteract
banks’ natural tendency to amplify
economic cycles has emerged as a
crucial issue in the debate over a
new international financial frame-
work.

Many observers believe that the
seeds of the current crisis were
sown by a long period of low inter-
est rates and steady economic
growth that encouraged too much
risky lending by banks.

“The capacity of the financial sys-
tem to exacerbate or amplify some
of the trends in economic cycles is
an important element that needs to
be mitigated,” said Jaime Caruana,
the director of the International
Monetary Fund’s monetary and capi-
tal-markets department and a
former chairman of the Basel Com-
mittee on Banking Supervision.

Mr. Caruana, who helped imple-
ment dynamic provisioning when
he was governor of Spain’s central
bank, said the countercyclical princi-
ple is more important than how it is
implemented. “The provisioning
system of Spain is just one [exam-
ple], a case that has good ideas and
should be analyzed,” he said.

To be sure, dynamic provision-
ing hasn’t been a cure-all for the

Spanish financial system or its econ-
omy. It hasn’t stopped Spain from
falling into recession, and the coun-
try’s banks are grappling with fast-
growing credit losses. With interna-
tional capital markets tight, Span-
ish banks are still having difficulties
financing their operations.

But the banks have so far
avoided the sort of solvency prob-
lems that have bedeviled banks in
the U.S., Britain and elsewhere. Be-
cause of the provisions, Spain’s
banks are largely expected to ride
out the collapse of the country’s
housing bubble—though several of
the smaller savings banks may have
to merge to stay afloat.

Spain’s biggest banks, Banco
Santander SA and Banco Bilbao Viz-
caya Argentaria SA, or BBVA, are
confident enough to seek aggres-
sive growth during a time of crisis.
In a show of strength, Santander
has acquired troubled British lend-
ers Alliance & Leicester and Brad-
ford & Bingley, strengthening its po-
sition in the U.K. market. It also
bought the 75% of U.S. bank Sover-
eign Bancorp that it didn’t already
own.

BBVA plans to try to entice more
than 200,000 retail clients from
other banks in Spain over the next
12 months by offering cash to con-

sumers who switch.
Spanish banks weren’t originally

fans of the rule. José Antonio Olavar-
rieta, managing director at Spain’s
savings bank association, said he
was one of many bankers who pro-
tested because provisioning raised
their costs.

“We said this put us at a disad-
vantage” compared to other Euro-
pean banks, Mr. Olavarrieta said. In
hindsight, he said, the dynamic pro-
vision was a “great idea.”

The provisioning system faces
obstacles, including the Interna-
tional Accounting Standards Board.
Spain was forced to make changes
to its system in 2004 when the Euro-
pean Union adopted international
accounting standards, under which
banks recognize provisions on ac-
tual losses, not future losses.

To comply, Spain tweaked rather
than scrapped the system, broadly
retaining its countercyclical nature.
The Bank of England believes fur-
ther changes may be needed to en-
sure that any rules adopted globally
comply with general accounting
standards.

Critics of such regulations be-
lieve they require banking regula-
tors to get into the business of finan-
cial forecasting—trying to figure
out what banks’ future losses could

be and how much to provision for
them. Dynamic provisions also ad-
dress only average losses drawn
from a statistical model, not the
kind of one-time, catastrophic
losses that can sink a bank.

Despite those reservations, a
growing body of policy makers be-
lieves that countercyclical provi-
sioning is an idea whose time has
come. On Monday, Mervyn King, the
governor of the Bank of England,
and Adair Turner, head of the U.K.’s
main regulator, the Financial Ser-
vices Authority, said the U.K. must
adopt such measures, among oth-
ers, to avoid a recurrence of the cur-
rent crisis.

U.S. regulators broadly agree,
though they caution that the Span-
ish model may not be the only way
to proceed.

“While dynamic provisioning
may not be the solution…we cer-
tainly support efforts to implement
more through-the-cycle provision-
ing techniques that can absorb
losses in a downturn,” said Timothy
Long, senior deputy comptroller at
the Office of the Comptroller of the
Currency, the U.S. national banks’
regulator.
 —Christopher Bjork in Madrid
and Alistair MacDonald in London

contributed to this article.
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Obama vows to pass stimulus plan
U.S. president-elect
suggests he will move
to aid auto makers

U.S. President-elect Barack Obama at
his first post-election news conference.

By Jonathan Weisman

CHICAGO—U.S. President-elect
Barack Obama, flanked by a team of
advisers, promised Friday to pass a
major economic-stimulus plan in
his first act as president.

Three days after his electoral tri-
umph, Mr. Obama broke his silence
amid news of soaring unemploy-
ment, plunging payrolls and weak
earnings reports from General Mo-
tors Corp. and Ford Motor Co. He
called the flagging auto industry
“the backbone of American manu-
facturing” and suggested he would
be more aggressive in rescuing De-
troit than the administration of Pres-
ident George W. Bush.

“I have said before and I will re-
peat again: It is not going to be quick
and it is not going to be easy for us
to dig ourselves out of the hole that
we are in, but America is a strong
and resilient country,” he told the
news conference, which lasted a lit-
tle less than 20 minutes. “And I
know we will succeed if we put aside
partisanship and politics and work
together as one nation.”

Americans learned Friday that
the U.S. economy this year had lost
1.2 million jobs, with the unemploy-
ment rate reaching 6.5% in October,
the worst since 1994.

The president-elect appeared
open, given economic conditions, to
re-examining his proposal to raise
taxes on families earning more than
$250,000 to offset his proposed tax
cuts and credits for families earning
less than $200,000.

“My priority is going to be, how
do we grow the economy? How do
we create more jobs?” he said. “I
think that the plan that we’ve put
forward is the right one. But obvi-
ously over the next several weeks
and months, we are going to be con-
tinuing to take a look at the data and
see what’s taking place in the econ-
omy as a whole.”

GM announced before the meet-
ing that without a Washington res-
cue, it could be broke within six
months. Ford said its predicament
is only mildly less dire.

Michigan Gov. Jennifer Gran-
holm said the looming crisis in De-
troit was discussed during a meet-
ing of Mr. Obama’s economic advis-
ers that preceded the news confer-
ence. “There needs to be immediate
relief,” Gov. Granholm said in an in-
terview, adding that Mr. Obama had
called it a priority of his economic
transition team.

Mr. Obama called on the Bush ad-
ministration to speed up assistance
to Detroit to retool auto lines to man-
ufacture more fuel-efficient vehi-
cles, and he made clear any assis-
tance should “help the auto indus-
try adjust, weather the financial cri-
sis, and succeed in producing fuel-ef-
ficient cars here in the United States
of America.”

Mr. Obama campaigned on a
10-year plan to wean the nation of
Middle Eastern oil, and aides said
Friday that assistance to Detroit
should be in concert with that en-
ergy plan. That implies that the next
administration doesn’t want assis-
tance to Detroit to merely help it
maintain its fleets of sport-utility ve-
hicles and gas-guzzling trucks.

The array of advisers behind him
also served a symbolic purpose.

Stretched behind the president-
elect were power brokers of the
past: former Treasury Secretaries
Lawrence Summers and Robert Ru-
bin, former Federal Reserve Chair-
man Paul Volcker, the chairmen and
chief executives of Xerox Corp., Goo-
gle Inc. and Time Warner Inc. Gov.
Granholm and former Michigan
Rep. David Bonior—both close to
the United Auto Workers and the
auto industry—were there. Mr. Ru-
bin, a free-market advocate, was
sandwiched between them.

Aides said the names of Mr.
Obama’s Treasury secretary and
other senior members of his eco-
nomic team could be announced
this week. One of the leading con-
tenders for the Treasury post, Mr.
Summers, participated in the closed-
door economic-advisory session.
The man widely cited as the other
top prospect—New York Federal Re-

serve Bank President Timothy Gei-
thner—didn’t attend. (Please see ar-
ticle on page 11.)

Two participants of the session
said Mr. Obama was pressed to an-
nounce the appointments soon, to
smooth the transition and send
calming signals to jittery markets.
“There is no doubt that I think peo-
ple want to know who’s going to
make up our team, and I want to
move with all deliberate haste, but I
want to emphasize deliberate as
well as haste,” Mr. Obama said at
the news conference.

Mr. Obama approached the news
conference cautiously, expressing
some wonderment when the usually
unruly press corps that covered his
campaign stood respectfully as the
president-elect entered a ballroom
in the Chicago Hilton.

The president-elect had spent
the morning at parent-teacher con-

ferences for his daughters, and said
his wife, Michelle, was already
scouting schools in Washington. He
will make his Washington debut as
president-elect on Monday when he
and his wife meet Mr. Bush and first
lady Laura Bush at the White
House.

Mr. Obama said Friday that he
would respond to a letter of congrat-
ulations from the president of Iran,
the first such letter since the Ira-
nian Revolution. It seemed to be con-
sistent with his campaign pledge to
deepen diplomatic engagement
with the Islamic Republic.

And it suggested a sharp con-
trast with Mr. Bush. The current
president dismissed out of hand an
18-page letter Mahmoud Ahmadine-
jad sent to the White House in 2006,
which expounded on religion, his-
tory and the state of international re-
lations. Mr. Bush’s office never re-

sponded to the Iranian leader, ac-
cording to U.S. officials.
 —Greg Hitt, Jay Solomon

and Gabriel Kahn
contributed to this article.
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Paulson summons
nine top bank 
executives to explain 
capital-injection plan.

U.S. officials agree on 
bailout strategy, 
including capital 
injections, unlimited 
deposit insurance and
bank guarantees.

Sources: WSJ Market Data Group, WSJ reporting; Photo: Getty Images See two more tumultuous weeks, at WSJ.com/US.

House narrowly
defeats bailout 
package; markets 
tumble.

Investors pull out of 
Reserve Primary Fund,
a money-market fund 
that “breaks the buck” 
a day later. 

Fed, FDIC and OCC
officials work late 
into the night to 
prevent Wachovia 
collapse.

Wells Fargo makes 
counteroffer for 
Wachovia. Congress
approves $700 billion 
rescue plan.

Fed leads global 
interest rate cuts,
increases support 
for AIG. 

Top lawmakers claim
to reach agreement 
on $700 billion
bailout package 
despite loud dissent.

Efforts to find a 
buyer for Lehman 
collapse.

Bernanke tells 
Paulson that they 
must go to Congress
and ask for broad 
powers.

The Fed agrees to 
prevent the collapse of 
AIG; Paulson and 
Bernanke travel to
Capitol Hill that evening 
to discuss their decision.

Fed says it will bypass
banks and lend to U.S. 
companies directly by
purchasing commercial 
paper.

Paulson and Bernanke 
travel to Capitol Hill 
and ask for $700 
billion bailout 
package.

Treasury officials 
send three-page
proposal to
Capitol Hill.

Geithner and 
Paulson hold 
emergency evening 
meeting with bank 
CEOs.

Paulson tells 
Bernanke and 
Geithner he won’t 
back a bailout of 
Lehman Brothers.
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Crisis mode | Five weeks of trouble
U.S. Treasury Secretary Henry Paulson, U.S. Federal Reserve 
Chairman Ben Bernanke and New York Fed President Timothy
Geithner have grappled with a succession of emergencies, at
times sowing confusion about the government’s approach.
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How U.S. rescue plan took form as financial crisis grew
more aggressively. Their differ-
ences helped define the govern-
ment’s approach to the crisis.

The debates helped shape an ad
hoc strategy that at times sowed
confusion about Washington’s ap-
proach, and sparked criticism of the
nation’s two top economic physi-
cians at a time when restoring confi-
dence was a top priority.

Pressing tasks for President-
elect Barack Obama’s new economic
team—to be announced in the com-
ing days—will be to calm markets
and decide which of the Bernanke-
Paulson decisions to endorse and
which to seek to alter, and how to
manage the relationship between
the Treasury, the White House and
the Fed after the inauguration.

Mr. Paulson will be leaving, but
Mr. Bernanke, whose term extends
to 2010, will remain. A key player
will be Timothy Geithner, either con-
tinuing as president of the Federal
Reserve Bank of New York or as Mr.
Paulson’s successor. Mr. Geithner,
one of the Fed’s key crisis managers,
is among a handful of people on Mr.
Obama’s short list to run Treasury.

TheFedandtheTreasuryhadoper-
ational styles that mirrored their
bosses.InsidetheFed, therewere run-
ning debates resembling academic
seminars, with Mr. Bernanke running
discussions but often offering few
opinions.TheTreasurywasrunincom-
mand-and-control fashion, with Mr.
Paulson the general, listening to his
troops, making decisions quickly, and
often callingto check onthe status of a
request just hours after issuing it.

“Bernankeisaverycarefulguy,and
I believe that if he had any differences,
he would have been talking to Paulson
aboutthem,”saysHouseFinancialSer-
vices Committee Chairman Barney
Frank, the Massachusetts Democrat.
“He would not deal with us directly.”

Their decisions have left many
questions. Why did they let Lehman
Brothers fail just six months afterde-
ciding its smaller rival, Bear Stearns
Cos., couldn’t be allowed to col-
lapse? Why didn’t they go to Con-
gress sooner? When they did go, why
did Mr. Paulson argue against an op-
tionpushedbythe Fed—puttingcapi-
tal into banks—that he ended up em-
bracing a few days later?

The following account of pivotal
momentsduringSeptemberandOcto-
berisbasedoninterviewswithgovern-
ment officials, lawmakers and others.

On Tuesday, Sept. 9, a day after
the government nationalized mort-
gage giants Fannie Mae and Freddie
Mac, Lehman was on the brink of
failure. Potential acquirers were cir-
cling, but many expected govern-
ment assistance. Mr. Paulson had a
message. “There’s no government
money here,” he told several CEOs
in telephone calls. Some pushed
back, saying the government
couldn’t let Lehman fail. Mr. Paul-
son was unwavering.

One day later, he called Messrs.
Bernanke and Geithner and told
them he wouldn’t support using fed-
eral money to save Lehman.

Fed and Treasury officials fig-
ured they were in a better position
to handle the collapse of an invest-
ment bank than they had been back
in March, when the Fed interceded
to prevent Bear Stearns from fail-
ing. The Fed had new lending mecha-
nisms that investment banks them-
selves could tap for short-term
funds if Lehman went under and
credit markets froze up.

Senior government officials told
reporters that Mr. Paulson was draw-
ing a line in the sand: There would be
nopublicmoneyspilledtorescueLeh-
man. Some Fed officials, including

Mr. Geithner, were uncomfortable
with that public stand. Mr. Geithner
had spent much of his career attend-
ing to financial-market fires. One of
his mentors, Clinton administration
Treasury Secretary Robert Rubin,
had taught him the value of “preserv-
ing optionality”—not limiting your
choices. The Treasury, in Mr. Gei-
thner’s view, was breaking that rule.

That Friday night, Sept. 12, when
Wall Street CEOs gathered at the
Federal Reserve Bank of New York,
Mr. Geithner warned them there
was no political will for a bailout. “I
think there was a lot of pressure on
them to stop intervening, to see if
the market worked,” says Mr. Frank.

Mr. Paulson’s strategy was to
pressure other Wall Street firms to
help rescue Lehman. They needed to
collectively figure out a way to save
Lehman or to facilitate an orderly
wind-down of the firm, he told them.

U.S. officials questioned the exec-
utives over the weekend about what
it would take to get someone to take
over Lehman. Mr. Paulson would
say a day after Lehman collapsed
that he “never once” considered put-
ting taxpayer money on the line. But
that weekend, some Fed officials be-
lieved Mr. Paulson was prepared to
do just that. Fed officials were pre-
pared to back a deal too, if they
could find a viable buyer.

But Lehman was in worse shape
than Fed officials had realized. Ri-
vals pored over Lehman’s books
that weekend and concluded its as-
sets could be overvalued by more
than $30 billion.

Bank of America Corp. and Bar-
clays PLC were interested, but
wanted the Fed to take many of Leh-
man’s shaky assets itself, something
Mr. Bernanke didn’t think he had le-
gal authority to do. The Fed can
make emergency loans, but only
against good collateral.

Instead, Bank of America opted
to buy Merrill Lynch & Co. British
regulators balked at quickly bless-
ing a proposed deal with Barclays.
To open for business Monday, Leh-
man needed broad debt guarantees
from the U.S. government, some-
thing officials felt they couldn’t do.
Messrs. Bernanke and Paulson felt
they had run out of options.

“We don’t have a deal,” a somber
Mr. Paulson told the assembled
CEOs Sunday morning.

Messrs. Paulson, Bernanke and
Geithner all understood that the
market was in for a severe shock.
Mr. Geithner spoke with Messrs. Ber-
nanke and Paulson about “spraying
foam on the runway” to soften the
blow of Lehman’s crash.

ConversationinMr.Geithner’s of-
fice turned to a broader rescue. Fed
and Treasury staff members had
been studying options for buying
Wall Street’s bad assets and inject-
ing new capital directly into banks.

The Treasury secretary didn’t
think he would be able to persuade
Congress to approve spending bil-
lions of dollars of public money unless
the crisis got significantly worse.
Now,withtheimminentfailureofLeh-
man, it was getting worse. “I want a
proposalrightaway,”Mr.Paulsontold
his staff that Sunday night, Sept. 14.

The Fed was pushed to its limits
by the collapse of Lehman Brothers
and the bailout of AIG, a firm it didn’t
regulate. Before calling Mr. Paulson
onSept.17,Mr.Bernanke gatheredhis
top lieutenants, including Fed Vice
Chairman Donald Kohn, a longtime
Fed insider, and Kevin Warsh, the Fed
governor who had become a bridge
for Mr. Bernanke to Wall Street. Mr.
Geithner joined by phone.

Short-term lending markets
were freezing. Fed officials believed
the problems required more than
what a central bank was designed to
do—provide emergency loans to
healthy institutions in tumultuous
times. The Fed wasn’t set up to res-
cue failing institutions; that was for
the Treasury and Congress to han-
dle. Fed officials argued that the cen-
tral bank’s emergency powers
didn’t allow it to buy assets. And its
own balance sheet already had been
stretched by the other rescues.

Treasury officials, on the other
hand, maintained that the Fed had
broad legal authority and could pos-
sibly take on distressed assets from
banks directly, without Congres-
sional approval.

Mr. Paulson, Mr. Bernanke and
others had debated the issue for
weeks. Mr. Paulson wanted to avoid

Congress. He had come away from a
July hearing with the impression
that Congress wouldn’t grant any
new authority. He feared that ask-
ing lawmakers for the power to pur-
chase hundreds of billions of dollars
of assets could incite panic and
plunge the country into a recession.
He worried Congress might exacer-
bate the problem by rebuffing an ad-
ministration request.

Fed officials decided to push Trea-
sury to go to Congress right away. In
hisSept.17calltoMr.Paulson,Mr.Ber-
nanke told him that he would publicly
back the move, placing Mr. Bernanke
in the middle of what was sure to be a
messy political battle. Mr. Paulson
didn’tcommit rightaway, still fearing
Congress would reject the plan.

Early the next morning, Mr. Paul-
son told Mr. Bernanke he was ready
to turn to Congress for public
money, and that he wanted to do it
that afternoon.

Mr. Paulson had already laid
some groundwork, telling his staff
late last year to begin drawing up
just-in-case crisis plans. Two assis-
tant secretaries, Neel Kashkari, a
former junior Goldman Sachs Group
Inc. investment banker who had be-
come Mr. Paulson’s go-to staffer,
and Phillip Swagel, who oversaw
economic policy at Treasury, had
outlined options, including purchas-
ing distressed assets from financial
institutions, taking equity stakes in
banks and guaranteeing mortgages.

InsidetheBushadministration,of-
ficials called it their “break the glass”
plan. They didn’t expect to use it.

Mr. Paulson felt that if banks
could get mortgage-backed securi-
ties and other troubled assets off
their books, they could raise capital
and begin lending again. He was
waryofthealternative, injecting cap-
ital directlyinto banks by taking gov-
ernment stakes. He worried that the
government would be forced to pick
winners and losers, and that banks
might sit on the capital instead of de-
ployingit. He feared that asking Con-
gressfor the right to invest in compa-
nies would make private investors
unwilling to put money into the
banks for fear of being diluted by the
government. By April, Mr. Paulson

had winnowed his list of options to
one: purchasing assets.

The Fed staff also spent months
studying the options. Mr. Bernanke
agreed that buying assets was a use-
ful tool. But he also thought the
Treasury might need to invest di-
rectly in banks.

Around midnight on Saturday,
Sept. 20, Treasury officials emailed a
three-page legislative proposal to of-
fices on Capitol Hill, asking for au-
thority to spend $700 billion to buy
assets from financial institutions,
with few restraints and little over-
sight.Mr.Paulson’sproposalsparked
an almost immediate backlash.

Mr. Paulson wanted flexibility to
use the money any way he saw fit. In
his own congressional testimony,
Mr. Bernanke emphasized that the
Treasury needed to have the flexibil-
ity to invest directly and wanted to
be able to change tactics if needed.

Congress rejected the plan a few
days after the hearings. Not only did
Republicans mobilize against it, but
some private economists also ques-
tioned whether it was the right way
and how it would work.

Amid the confusion, policy mak-
ers lost critical time. Between Sept.
18, when Messrs. Bernanke and Paul-
son first went to Congress, and Oct.
3, when the plan legislation was ap-
proved, the U.S. stock market shed
roughly $1.5 trillion in value.

Meanwhile, Treasury officials
were growing concerned about ef-
forts by some Democrats to carve out
a top role in the bailout program for
SheilaBair,chairmanoftheFederalDe-
posit Insurance Corp., which insures
deposits at close to 8,500 banks. Con-
necticut Democrat Christopher Dodd,
chairman of the Senate Banking Com-
mittee, wanted the FDIC to be given a
senior role overseeing the program.
Democrats also wanted the FDIC to
manage some assets bought by the
government. Treasury viewed that as
a conflict of interest and fought suc-
cessfully to limit the FDIC’s role.

But Messrs. Bernanke and Paulson
wantedhelpfromtheFDIConanother
front: orchestrating a deal to save
Wachovia Corp. through a shotgun
marriage to Citigroup Inc. Ms. Bair
was reluctant to offer FDIC assistance
for the deal because it would expose
her agency to potentially hundreds of
billions of dollars of Wachovia losses.

Mr. Bernanke lobbied her late into
thenightonSunday,Sept.28.FDICof-
ficials agreed to a deal similar to the
one pushed by the Fed, though it sub-
sequently unraveled when Wells
Fargo & Co. made a competing offer
that didn’t require government aid.

A little more than a week later,
Messrs. Bernanke and Paulson
pushed her for even more. Europe
had extended an unprecedented
guarantee of debt issued by banks.
Mr. Paulson believed banks in the
U.S. would be at a disadvantage if
the U.S. didn’t take a similar step.

On Wednesday afternoon, Oct. 8,
Messrs. Paulson and Bernanke met
with Ms. Bair in Mr. Paulson’s office
and pushed her for a blanket guaran-
tee of bank debts. Mr. Geithner also
pushed hard for broad guarantees.
Ms. Bair didn’t think she had the le-
gal authority to do it.

Sheleftwithoutmakingacommit-
ment. The next day, she sent a memo
to the two officials, proposing a com-
promise. Rather than guarantee
100% of bank debts, she proposed
thatthe FDIC guarantee certain debts
upto90% of theirvalue.Messrs.Paul-
son and Bernanke said that wouldn’t
work, but they agreed to allow the
FDIC to cap the level of debt it would
back, and to charge fees. “We had to
respond,” she says. “The FDIC was re-
ally the only legal mechanism” to
guarantee bank debts.

Continued from first page
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Detroit’s woes will test Obama

Oil sector grapples with labor shortage
Industry dangles high pay, bonuses, training to fill demanding jobs as number of offshore rigs multiplies

Need new blood
Oil companies slowed
down hiring in the
1980s and 1990s.
The result: too many 
workers over 50, and 
too few in their 30s
and 40s.
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An engineer for BP Plc in Angola surveys the oil
production vessel Greater Plutonio from a helicopter.
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Democratic leaders in the U.S.
Congress have urged Treasury Secre-
tary Henry Paulson to consider
broadening the $700 billion Trou-
bled Asset Relief Program to help the
troubled American auto industry.

The appeal was in a letter sent by
House Speaker Nancy Pelosi and Sen-
ate Majority Leader Harry Reid on
Saturday, a day after General Motors

Corp. and Ford Motor Co. announced
steep third-quarter losses in their
core operations and other woes.

President-elect Barack Obama is
generally supportive of the appeal,
but is moving on his own track to as-
sist the auto industry, individuals fa-
miliar with the matter said.

The White House has been reluc-
tant to broaden use of the $700 bil-
lion program, which was created by
Congress to improve credit flows
and calm turmoil in financial mar-
kets. “It was not set up for anything
else,” said White House spokesman
Tony Fratto, noting the only assis-
tance authorized by Congress for
the auto industry is a $25 billion
loan package meant to help the in-
dustry retool to meet higher fuel
economy standards.

GM and Ford together burned
through $14.6 billion in cash in the
third quarter, raising the possibility
that Washington may have to step in

to finance a downsizing of the U.S.
auto industry.

In a reflection of how dire the situ-
ation is, GM acknowledged its cash re-
serves could approach the minimum
levels it needs to keep its operations
going later this year if it doesn’t get
government help or see a dramatic
turnaround in vehicle sales. The com-
pany also said it has ended talks
about a merger with Chrysler LLC.

“It’s fair to say liquidity is the
top priority for the company and
the industry right now,” GM’s chair-
man and chief executive, Rick Wag-
oner, told reporters and analysts in
a conference call. “Car makers
can’t get credit to complete their re-
structurings.”

Detroit’s deepening crisis has led
analysts to predict that one or more
of the auto makers may have to seek
bankruptcy protection. But Mr. Wag-
oner said a bankruptcy filing by GM
wasn’t being discussed, in large part
because it would scare off car buyers.

Analysts said GM’s situation ap-
peared to be increasingly desperate.
“If you look at the burn rates [of
cash] they absolutely must have an
infusion of capital and it appears the
only option on the table for them is
government support,” said Craig
Fitzgerald, a partner with Plante &
Moran, an accounting and consult-
ing firm.

Thursday, the chief executives of
GM, Ford and Chrysler went to Wash-
ington to appeal to Rep. Pelosi for
aid. Among things discussed was

$25 billion in loans on top of the $25
billion to be provided through the
Department of Energy for fuel-effi-
ciency improvements. The depart-
ment said last week it is unlikely any
of the $25 billion would be dis-
bursed this year.

Ford and GM said they expect
market conditions to remain anemic
throughout 2009—a stark contrast
to the expected turnaround in sales
they predicted at the beginning of
this year.

GM reported a third-quarter net
loss of $2.5 billion, or $4.45 a share.
That compares with a net loss of
$42.5 billion, or $75.12 a share, a year
earlier, when the vast majority of the
loss stemmed from a charge related
to the write-down of tax credits.

GM said it used up $6.9 billion in
cash in the quarter, leaving its cash
reserves at $16.2 billion. GM says it
needs $11 billion to $14 billion to fund
its operations, and Mr. Wagoner said
GM plans to keep its cash on hand
above that level.

Third-quarter revenue at GM was
$37.9 billion, down from $43.7 bil-
lion, reflecting sales declines across
the industry.

In order to stay alive, GM is deep-
ening its cost-cutting drive. On Fri-
day, it laid out $5 billion in additional
expense reductions. These include a
steep cut in 2009 capital expendi-
tures and additional reductions to its
white-collar work force. These cuts
come on top of $10 billion in reduc-
tions announced in July.

GM’s liquidity is under more pres-
sure than Ford’s. Had the company
not drawn $3.5 billion from a secured
revolving credit facility, the auto
maker could have sunk alarmingly
close to its minimum funding require-
ment during the quarter.

GM said it expects its cash-burn
rate to improve in the fourth quarter.

Ford said it lost $129 million, or
six cents a share, in the third quarter.
Without a gain related to retiree
health-care costs, Ford’s pretax oper-
ating loss was $2.75 billion. That com-
pares with a net loss of $380 million,
or 19 cents a share, a year earlier,
when items reduced pretax results
by $350 million.

Ford’s third-quarter revenue was
$32.1 billion, down $9 billion. Reve-
nue in its automotive business fell
23% to $27.8 billion.

Ford burned through $7.7 billion

in cash in the third quarter, which
left it with $18.9 billion. Ford said
its cash outflow has been greater
than anticipated, but Chief Finan-
cial Officer Lewis Booth told report-
ers the company is “comfortable
with its liquidity position.” Ford
said it hopes to improve its cash po-
sition by $14 billion to $17 billion by
the end of 2010.

At the current rate Ford is using
up cash, however, the company
would have enough money to last
only until April. Ford also has $10.7
billion in available credit lines, which
could give it another four months of
breathing room. But the auto maker
said it doesn’t expect to continue to
burn cash at the same rate in the
fourth quarter.

—Joshua Mitchell, Jeff Bennett,
Damian Paletta and Sharon Terlep

contributed to this article.

CORPORATE NEWS

By Greg Hitt in Washington,
and Matthew Dolan and
John D. Stoll in Detroit
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Ford and GM are burning through their available cash.

Cash crunch

Source: the companies

By John W. Miller

STAVANGER, Norway—Indus-
tries world-wide are slashing costs
and laying off workers. But one sec-
tor continues to recruit employees
aggressively, dangling before them
six-figure salaries, signing bonuses
and job-training programs.

Multinational oil companies are
grappling with a shortage of special-
ized labor for offshore rigs that
promises to get worse. Drillers plan
to erect 180 new offshore rigs over
the next three years—adding to the
current total of 640—spanning
from the Vietnamese coast and the
Caspian Sea to the Gulf of Mexico
and Brazil. Every new offshore drill-
ing operation requires an average of
200 workers, some offshore and
some onshore.

It will take more than the recent
drop in oil prices to $65 or $75 a bar-
rel to derail these rig projects, com-
panies say, even if the price down-
turn since the summer has led to
postponements elsewhere, such as
in oil sands and refineries. Oil devel-
opment projects “take an average of
10 years to complete and operate for
more than 30 years,” said Susan
Houghton, a human-resources offi-
cial at Chevron Corp. “In 2008, we
hired approximately 6,000 new em-
ployees and will continue that rate
in 2009,” she said.

Salaries for the most sought-af-
ter categories of oil workers have
risen about a third over the past
four years, according to Stephen
Whittaker of Schlumberger Ltd.,
the world’s biggest oil-services com-
pany by revenue. An experienced
“roughneck,” the nickname for rig

workers, can make $100,000 a year,
and top white-collar engineers can
make as much as $500,000 a year, in-
dustry analysts and officials said.

But it’s not easy money. Offshore
rig work involves round-the-clock
shifts of manual labor in whatever
weather Mother Nature dishes out.

Exxon Mobil Corp., Chevron, BP

PLC and others are increasing bud-
gets for training and recruitment,
and are spending more time on col-
lege campuses. “Kids are getting
summer internships that pay
$5,000 to $7,000 a month, and sign-
ing bonuses of $10,000 and
$20,000,” said David S. Schechter, a
professor of petroleum engineering

at Texas A&M University in College
Station, Texas.

A hundred students a year are
graduating from his department,
four times the number just five
years ago. “Historically, enrollment
has always tracked the oil price
pretty closely,” he said.

Shawn Dawsey, one of Dr.
Schechter’s undergraduate stu-
dents, switched his major to petro-
leum from electrical engineering
last year. It’s paid off. He will gradu-
ate in May and already has re-
ceived eight job offers of around
$80,000 a year. He said some of his
peers worry about how declining
oil prices could affect their pros-
pects, “but the job offers keep com-
ing,” he said.

Oil companies, in large part, are
playing catch-up from the early
1990s, when they sharply curbed hir-
ing due to the slump then in oil
prices. Labor shortages ensued,
leading to widespread recruitment
and training efforts, and a determi-
nation to hold onto workers even
through downturns.

“Companies hired so few people
when oil was $10 a barrel in the
1990s, so at $75 a barrel, there’s still
a huge personnel deficit,” said Doug
Wearley, a recruiting manager at
CSI Recruiting, a Denver-based
placement service. “It’s a business
with a lot of 25-year veterans and a
lot of five-year veterans and not
much in between.”

The hiring extends beyond West-
ern college graduates. BP is invest-
ing $50 million in engineering
schools in Libya. The company also
runs an apprenticeship program in
Angola.

The oil workers’ status is evident
in Stavanger, the home of Norway’s
offshore oil industry. Though North
Sea output is down, the region is
teeming with companies looking to
extract some 7.3 billion barrels lying
deep under the ocean.

Workers enjoy salaries starting
at $100,000 and a month off be-
tween two-week shifts. The month
off is a point of contention. Compa-
nies need workers to put in more
hours, said Kjetil Hjertvik, a spokes-
man for Norwegian Oil Industry As-
sociation. Employers plan to use the
next bargaining session with the
country’s three big oil unions in
2010 to lobby for a reduction in time
off to three weeks. Mr. Hjertvik con-
ceded, though, that “in a tight labor
market, workers have the leverage.”

“Our time off is pretty much non-
negotiable,” said Dog Unnar, a
54-year-old union representative at
StatoilHydro ASA.

Looking to control labor costs,
oil companies are relying more on
unmanned rigs and wells. At the
new Ormen Lange field in the
North Sea, six companies pump nat-
ural gas with 24 underwater wells.
Engineers sitting in offices on the
coast run the rigs. For oil compa-
nies, “that’s the new model,” said
Mr. Hjertvik.

In the Gulf of Mexico, BP runs sev-
eral oil-rig power-generator tur-
bines from an office in California to
save on costs. “In the past, one indi-
vidual was able to monitor 40 en-
gines; today that person can moni-
tor 4,000,” Andy Inglis, BP’s chief ex-
ecutive for exploration and produc-
tion, said during a speech at Hous-
ton’s Rice University in October.
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Dell has tough sledding ahead for holidays
PC maker’s plans
for ‘sexy’ new items
are behind schedule

Trump files suit to extend loan on skyscraper

By Justin Scheck

And Christopher Lawton

M
ICHAEL DELL last
year promised new
consumer products
to generate “product
lust” and spark his

company’s turnaround effort. But in
the runup to the holiday sales sea-
son, Dell Inc. has been slow to de-
liver on that promise.

Dell recently scrapped an ambi-
tious consumer product it hoped to
release before the holidays—a digi-
tal music player tied to online enter-
tainment software—says a person
familiar with the matter.

The company also has lagged be-
hind rivals this holiday season in re-
leasing new notebook personal com-
puters, which make up the biggest
segment of the consumer market.
Since September, Hewlett-Packard
Co. has introduced a pair of enter-
tainment-focused laptops, an inex-
pensive mininotebook—called a net-
book—and a notebook designed spe-
cifically for Best Buy Co. stores. Ap-
ple Inc. released Macbooks made of
aluminum, and Acer Inc. released a
host of notebooks, including some
with leather trim and others with ac-
cess to fast 4G networks.

Dell so far has limited its preholi-
day notebook releases to two net-
books. “We intend to launch an-
other half-dozen laptops and desk-
tops between now and the end of
the calendar year,” a spokesman
said in an email. On Tuesday, Dell
plans to announce new paint de-
signs for some existing notebooks
that are sold on its Web site.

“Most any math you could do
would say that they’re late,” says
Roger Kay, a PC industry analyst
with Endpoint Technologies. He
says Dell’s consumer division has
moved slowly this fall. “It really
does feel like there’s a lack of mo-
mentum,” he says.

Dell earlier this year was testing
prototypes of a mini MP3 player
based on entertainment software
from Zing, a company Dell bought in
2007, for an expected fall release,
say people familiar with the matter.

But Dell postponed Zing’s re-
lease as it finalized the system,
those people say. Dell finally de-
cided to hold off on the music player
indefinitely, one person said, and to
proceed with Zing software. Dell de-
clined to comment on the music
player, but said it will introduce
Zing software that organizes down-
loaded music and movies on PCs.

Dell says it is well-equipped for
holiday sales, having unveiled multi-
colored Studio notebooks in June
and several desktops since. Dell also
released a large version of its high-
end, all-in-one desktop this fall.

Dell says fall sales have been
solid, pointing to data from the re-
search firm NPD that show three
Dell laptops among the 10 best retail
sellers for the third week of Octo-
ber. Dell also says it has released as
many consumer products this year
as competitors, in some cases more.
Dell says it has one of the industry’s
biggest notebook selections.

But the relative dearth of new
products pegged to the holidays
could be a disadvantage in the
end-of-year season, which started
last month and typically generates
30% to 50% of annual consumer PC
revenue. It has also raised concerns
about Dell’s attempt to emerge from
a three-year slump.

“They’re obviously behind on
the consumer side,” says Lou Mis-

cioscia, a Cowen & Co. analyst. Last
month, Mr. Miscioscia lowered his
expectations for Dell’s sales over
the next year, citing a “slower-than-
expected ramp of new PCs.”

Mr. Dell declined to comment,
but the company’s retail chief
Michael Tatelman says the product
cycle is robust. “You’ll see some
very sexy products coming out of

Dell,” though they may come after
the holidays, he says. Dell, he adds,
will fuel holiday sales with new
ways for consumers to personalize
PCs, such as new exterior designs
and deals with music and movie pro-
viders to preload entertainment con-
tent on PCs.

Dell was historically known for
selling high volumes of business

PCs. Mr. Dell focused on streamlin-
ing PC assembly, rather than dictat-
ing product design like Apple CEO
Steve Jobs.

But since returning as the Round
Rock, Texas, company’s CEO last
year, Mr. Dell has emphasized de-
sign. In a conference call last fall, he
said Dell would increase consumer
sales by engendering “product
lust.” Dell said it would “focus on
‘killer’ products, next-generation
materials,” and a “shorter develop-
ment cycle” to get products out
“40% to 50% faster.”

Dell’s consumer division still
lags rivals. The company had 9.2% of
global consumer PC sales in
mid-2008, versus 18.7% for H-P and
12.3% for Acer, according to re-
search firm Gartner. The consumer
division failed to make a profit in the
latest quarter, and is cutting costs.

While Dell has increased the fre-
quency of product releases since
Mr. Dell’s return, it also has run into
delays. Some devices have taken
longer than expected as Dell worked
on design specifications and shifted
production to contract manufactur-
ers, say people briefed on the matter.

Dell’s first netbook was planned
for early summer, a Dell executive
said. But it was postponed because
of delays related to its keyboard de-
sign, the company said. It made its
debut in September, missing most
of the back-to-school selling season.

Jason Bonfig, Best Buy’s vice
president of notebook computing,
says he is happy with Dell’s holiday
offerings, which include a $1,700
gaming desktop exclusive to Best
Buy announced last month.

He says there are advantages in
focusing fall sales on Dell’s estab-
lished Studio and high-end XPS note-
books, rather than introducing new
notebooks for the holidays. Stock-
ing stores with established models,
“takes some of the risk out of it,” Mr.
Bonfig says. “And you don’t get into
a situation where you can’t deliver.”
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By Alex Frangos

Donald Trump filed suit against
the lenders on his unfinished Chi-
cago skyscraper, plunging the
project into legal turmoil and high-
lighting the credit crunch’s perva-
sive effects on real estate.

Mr. Trump is suing to extend a
$640 million senior construction
loan on the 92-story Trump Interna-
tional Hotel & Tower from a group
of lenders led by Deutsche Bank AG
and including a unit of Merrill
Lynch & Co., Union Labor Life Insur-
ance Co., iStar Financial Inc., a pub-
licly traded real-estate investment
trust, and Highland Funds, a unit of
Highland Capital Management LP.

The tower, which contains 339 ho-
tel rooms and 486 condominiums,
will be the second-tallest building in
the U.S. behind Chicago’s Sears
Tower and is expected to be com-

pleted in mid-2009. The hotel, on the
lower floors, opened earlier this year.
But sales of both the hotel rooms and
the condominiums have come in be-
low original estimates and the
project’s current projected revenue
remains short by nearly $100 million
needed to pay off the senior lenders.

The lawsuit, filed in New York
State supreme court in Queens, is a
further indication of the dysfunc-
tion in the real-estate lending mar-
kets as borrowers and lenders strug-
gle to resolve troubled projects. Peo-
ple familiar with the matter say the
lender group, which is made up of
more than a dozen institutions, was
unable to agree on the extension.

The suit demands—among other
things—that an extension provision
intheoriginalloanagreementbetrig-
gered because of the “unprecedented
financial crisis in the credit markets
now prevailing, in part due to acts

Deutsche Bank itself participated in.”
This so-called force majeure provi-
sion is common in contracts and can
be applied to acts of war and natural
disasters. Mr. Trump already ex-
tended the loan once in May.

Mr. Trump asked for $3 billion in
damages. The suit won’t affect con-
struction of the project, according
to people familiar who say there is
enough money to complete the $90
million work that is left.

The suit says Mr. Trump at-
tempted to resolve the impasseby of-
fering to buy the project’s unsold ho-
tel units for $97 million. That money
would be used to pay down the con-
struction loan, along with the $204
million in proceeds from closed
units and the $353 million that is ex-
pected from units that close in the
next six months. A Deutsche Bank
spokesman declined to comment.

Mr. Trump has put $77 million of

his own equity into the tower, which
he would stand to lose in a potential
foreclosure. Other than a $40 mil-
lion guarantee to complete the
project, Mr. Trump has no recourse
obligations to the project. A Trump
spokesman declined to comment.

Deutsche Bank originated the con-
struction loan in 2005 and sold off
mostofittoothers,retaininglessthan
$10 million of exposure on that loan.
The suit alleges that Deutsche Bank
compromisedtheseniorconstruction
loan by selling pieces off to “so many
institutions, banks, junk bond firms,
and virtually anybody that seemed to
come along,” that the lending group is
unable to come to a consensus on how
to deal with the matter.

It also alleges Deutsche Bank cre-
ated a “serious conflict of interest”
by taking a separate stake in the
project’s so-called mezzanine loan
that was originated by private-eq-

uity firm Fortress Investment
Group. The mezzanine loan, which
is junior to the senior construction
loan, had an original principal of
$130 million but will eventually ac-
crue to $360 million. Deutsche Bank
purchased roughly one-quarter of
the mezzanine loan, according to
people familiar with the matter.

The suit names the mezzanine
lenders as defendants, including
Fortress and its affiliates, Newcas-
tle Investment Corp. and Draw-
bridge Special Opportunities Fund,
as well as Dune Capital Manage-
ment and Blackacre Institutional
Capital Management, the real-es-
tate arm of Cerberus Capital Man-
agement. Fortress didn’t respond to
a request for comment. The other
lenders declined to comment.

Unless sales of the condo and ho-
tel units restart despite the worst
housing market in generations, and
quickly generate $400 million in
new sales, it will be difficult for the
project to pay off the mezzanine
loan, which comes due in May 2009.

Dell’s relative dearth of new products pegged to the holidays could be a disadvantage.

Crestor lowered
heart-attack risk
in study. Page 6

Large oil companies offer big salaries and
signing bonuses to combat shortage of
offshore-rig workers. Page 4
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.60 $27.00 1.01 3.89%
Alcoa AA 18.60 11.19 0.93 9.06%
AmExpress AXP 12.20 25.31 0.39 1.57%
BankAm BAC 77.30 20.49 0.37 1.84%
Boeing BA 6.50 46.58 0.86 1.88%
Caterpillar CAT 8.70 38.45 0.85 2.26%
Chevron CVX 14.80 73.46 3.35 4.78%
Citigroup C 94.50 11.82 0.30 2.60%
CocaCola KO 13.40 46.25 1.76 3.96%
Disney DIS 27.50 23.36 0.55 2.41%
DuPont DD 7.10 30.46 1.45 5.00%
ExxonMobil XOM 41.60 73.95 4.39 6.31%
GenElec GE 71.40 18.86 0.52 2.84%
GenMotor GM 82.90 4.36 –0.44 –9.17%
HewlettPk HPQ 16.00 34.64 1.00 2.97%
HomeDpt HD 18.20 21.06 0.13 0.62%
Intel INTC 64.00 14.63 0.76 5.48%
IBM IBM 7.20 86.27 1.12 1.32%
JPMorgChas JPM 47.20 37.75 –0.51 –1.33%
JohnsJohns JNJ 14.90 60.22 2.30 3.97%
KftFoods KFT 11.30 28.49 0.47 1.68%
McDonalds MCD 8.00 55.47 1.30 2.40%
Merck MRK 9.60 28.92 1.06 3.80%
Microsoft MSFT 66.10 21.50 0.62 2.97%
Pfizer PFE 33.80 16.86 0.49 2.99%
ProctGamb PG 17.00 64.49 1.14 1.80%
3M MMM 5.70 64.83 2.47 3.96%
UnitedTech UTX 5.50 51.81 1.20 2.37%
Verizon VZ 17.50 30.05 0.80 2.74%
WalMart WMT 18.00 54.39 0.90 1.68%

Dow Jones Industrial Average P/E: 19
LAST: 8943.81 s 248.02, or 2.85%

YEAR TO DATE: t 4,321.01, or 32.6%

OVER 52 WEEKS t 4,098.93, or 31.4%

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

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

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

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

Barclays Capital $493 10.5% 66% 19% 2% 13%

UBS 378 8.0% 27% 11% 62% …%

JPMorgan 331 7.0% 29% 8% 58% 5%

RBS 307 6.5% 23% 28% 9% 40%

Goldman Sachs 303 6.4% 51% 3% 43% 3%

Merrill Lynch 300 6.4% 56% 10% 34% 1%

Morgan Stanley 264 5.6% 41% 8% 50% 1%

Citi 207 4.4% 21% 17% 59% 3%

Deutsche Bank 197 4.2% 21% 12% 66% 1%

Source: Dealogic

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

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

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

Thomson "1,445" –39 –238 597 Smurfit Kappa Fdg  721 30 –31 126

Deutsche Telekom  162 –9 –16 34 Gecina 831 33 –3 255

Heineken  222 –9 –12 11 Man Gp  565 36 31 306

Invensys  264 –8 –58 72 ArcelorMittal Fin 669 44 18 260

Siemens  160 –7 –16 –7 Seat Pagine Gialle  1261 45 –38 –122

Inv AB  260 –7 –54 89 Nielsen  818 46 –41 58

CIR SpA CIE Industriali Riunite 549 –7 –123 –100 Grohe Hldg  993 46 –82 –94

Telekom Austria  91 –6 –17 –3 Hanson 668 51 –74 294

TelefonAB L M Ericsson  284 –5 –26 –62 Glencore Intl 1059 54 –48 411

Stmicroelectronics  90 –5 –30 8 HeidelbergCement 1108 87 –9 419

Source: Markit Group

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

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

Allianz SE Germany Full Line Insurance $37.9 65.55 5.95% –53.6% –45.2%

AXA France Full Line Insurance 42.0 15.92 5.05 –41.5 –35.5

ING Groep Netherlands Life Insurance 22.7 8.54 4.79 –68.6 –68.2

BHP Billiton U.K. General Mining 35.7 10.15 4.75 –37.7 20.7

Deutsche Telekom Germany Mobile Telecom 64.8 11.63 4.64 –18.2 –20.7

UBS Switzerland Banks $43.2 17.30 –3.89% –61.8 –67.2

ABB Switzerland Industrial Machinery 26.8 13.54 –1.88 –59.0 28.2

Siemens Germany Electronic Equipment 50.8 43.49 –1.16 –58.1 –31.3

Vodafone Grp U.K. Mobile Telecom 97.9 1.07 –1.11 –40.5 –26.9

Koninklijke Philips Netherlands Consumer Electronics 19.9 14.88 –0.73 –48.8 –35.1

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

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

ArcelorMittal 32.4 17.51 4.54% –65.3% ...
Luxembourg (Iron & Steel)
Rio Tinto 43.9 26.18 4.47 –53.5 12.1%
U.K. (General Mining)
BP 167.8 5.15 4.46 –14.0 –16.7
U.K. (Integrated Oil & Gas)
GDF Suez 99.9 35.65 4.15 –6.4 40.3
France (Multiutilities)
Bayer 42.1 43.13 4.15 –22.4 35.3
Germany (Specialty Chemicals)
L.M. Ericsson Tel B 20.7 54.30 3.82 –40.7 –59.3
Sweden (Telecom Equipment)
Sanofi-Aventis 79.4 47.24 3.68 –23.2 –31.9
France (Pharmaceuticals)
Astrazeneca 61.5 26.84 3.47 25.1 3.9
U.K. (Pharmaceuticals)
GlaxoSmithKline 109.3 12.13 3.45 1.9 –21.4
U.K. (Pharmaceuticals)
ENI 91.2 17.80 3.37 –25.6 –20.3
Italy (Integrated Oil & Gas)
Total 125.2 41.30 3.21 –26.7 –19.6
France (Integrated Oil & Gas)
Iberdrola 37.5 5.88 3.16 –50.5 5.5
Spain (Conventional Electricity)
Roche Hldg Pt. Ct. 101.8 170.30 3.02 –10.5 –13.5
Switzerland (Pharmaceuticals)
Novartis 129.7 57.70 2.94 –1.9 –19.0
Switzerland (Pharmaceuticals)
Banco Santander 66.7 8.34 2.84 –43.6 –22.1
Spain (Banks)
BASF 31.5 26.08 2.64 –43.8 –14.4
Germany (Commodity Chemicals)
Telefonica 90.6 15.06 2.52 –32.7 19.0
Spain (Fixed Line Telecom)
Barclays 24.2 1.88 2.45 –59.3 –67.6
U.K. (Banks)
Royal Dutch Shell 94.3 20.80 2.39 –26.9 –18.8
U.K. (Integrated Oil & Gas)
E.ON 79.2 30.94 2.35 –31.9 24.4
Germany (Multiutilities)

Daimler 31.4 25.50 2.27% –64.7% –40.2%
Germany (Automobiles)
British Amer Tob 54.3 17.03 2.22 –1.3 28.9
U.K. (Tobacco)
France Telecom 66.2 19.80 2.04 –20.2 –8.5
France (Fixed Line Telecom)
Anglo Amer 28.6 13.50 1.81 –61.3 –25.0
U.K. (General Mining)
UniCredit 35.3 2.07 1.72 –59.5 –60.3
Italy (Banks)
Nestle 151.8 46.60 1.66 –12.7 18.9
Switzerland (Food Products)
Nokia 57.9 11.92 1.53 –54.5 –18.9
Finland (Telecom Equipment)
Soc. Generale 35.5 47.00 1.45 –49.8 –49.4
France (Banks)
SAP 44.4 27.87 1.29 –21.2 –24.0
Germany (Software)
Tesco 42.5 3.43 1.00 –26.2 10.9
U.K. (Food Retailers & Wholesalers)
Banco Bilbao Vizcaya 45.9 9.58 0.95 –41.3 –36.1
Spain (Banks)
Assicurazioni Genli 36.0 19.96 0.91 –36.0 –15.9
Italy (Full Line Insurance)
Credit Suisse Grp 36.7 38.00 0.80 –42.9 –38.5
Switzerland (Banks)
Diageo 40.6 9.19 0.77 –14.1 6.9
U.K. (Distillers & Vintners)
Unilever 41.8 19.05 0.63 –17.6 –0.6
Netherlands (Food Products)
BNP Paribas 64.1 55.00 0.55 –19.8 –18.5
France (Banks)
HSBC Hldgs 141.4 7.47 0.40 –11.2 –19.4
U.K. (Banks)
Royal Bk of Scot 16.7 0.64 0.16 –81.0 –86.3
U.K. (Banks)
Intesa Sanpaolo 45.9 3.03 ... –41.1 –24.8
Italy (Banks)
Deutsche Bk 20.4 30.04 –0.40 –63.6 –63.3
Germany (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -4.55% -30.42% -38.3% -42.9% -43.5%
Merger Arbitrage -0.27% -7.36% -10.0% -9.4% -10.9%
Event Driven -0.98% -13.30% -17.1% -19.0% -20.4%
Distressed Securities -4.13% -14.00% -21.2% -26.7% -28.7%
Equity Market Neutral 0.02% 0.75% -3.9% -3.7% -2.3%
Equity Long/Short 0.18% -5.33% -11.3% -13.0% -12.7%

*Estimates as of 10/28/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 1.41 99.07% 0.01% 1.91 1.18 1.41

Eur. High Volatility: 10/1 3.00 96.63 0.02 4.06 2.16 2.90

Europe Crossover: 10/1 7.66 92.72 0.06 9.20 5.74 7.24

Asia ex-Japan IG: 10/1 3.62 93.29 0.02 6.63 1.99 3.50

Japan: 10/1 2.31 96.25 0.02 3.23 1.58 2.19

 Note: Data as of November 6

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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British Airways posts loss
Revenue forecast
is adjusted higher;
capacity cuts remain

Ready to take off?
British Airways’ daily 
share price on the
London Stock Exchange

Friday’s close:
146 pence, up 12%
52-week change:
down 59%

Source: Thomson Reuters Datastream
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AstraZeneca’s Crestor
is said to cut heart risks

By Daniel Michaels

And Monica Mark

British Airways PLC swung to a
net loss for its fiscal first half and ex-
tended recent capacity cuts into
next summer in response to falling
passenger traffic.

But the carrier boosted its full-
year revenue outlook to an increase
of at least 4% from its previous fore-
cast for a 3% rise, and said it expects
to report a small operating profit
for the year.

BA said rising average ticket rev-
enue, driven by both currency fluctu-
ations and higher fares, more than
offset volume reductions.

The six-month results and full-
year earnings forecast were better
than investors and analysts had ex-
pected, and the airline’s shares,
which had fallen some 40% since
September, rose 28% on Friday on
the London Stock Exchange.

BA, which didn’t break out quar-
terly earnings figures, posted a net
loss of £49 million ($76.8 million)
for the six months ended Sept. 30,
compared with a £493 million profit
a year earlier. Revenue rose 6.4% to
£4.75 billion from £4.47 billion on
the back of higher ticket prices.

The earnings were again hit by
high oil prices, with fuel costs up
£511 million from a year earlier at
£1.49 billion.

For year through March, BA ex-
pects a 50% rise in its fuel bill from
the previous year, to about £3 bil-
lion. The company said it won’t get
all the benefit of the recent sharp
fall in oil prices because the pound
has weakened against the dollar
and because of fuel hedges put in
place while oil prices were near

record highs.
The results come as airlines

world-wide face dropping demand
amid global economic upheaval.

BA, like many carriers in the U.S.,
has cut planes, routes and frequen-
cies, aiming to shrink its operations
and remain profitable.

BA said it plans to cut costs fur-
ther and has reduced capital expen-
ditures. It said overall costs, which
rose £711 million in the first half, are
proving a challenge because of the
recent weakening of the pound.

“We said we would increase
prices and we wouldn’t chase vol-
ume, as some of our competitors
have,” Chief Executive Willie Walsh
said in an interview. Mr. Walsh said
gauging demand over coming
months remains difficult.

Mirroring recent months’ statis-
tics showing that demand is wan-
ing, the airline reported a 4.4% drop

in October passenger traffic, mea-
sured in revenue passenger kilome-
ters, which factor in how far passen-
gers are flown.

Meanwhile, Scandinavian airline
SAS AB said Friday that it carried
3.2 million passengers in October,
down 12% from a year earlier, hit by
lower demand due to weaker macro-
economic development in Scandina-
via and the rest of Europe. Traffic
measured in revenue passenger kilo-
meters was down 8.8%. Total pas-
senger load factor, a measure of
how full its planes were, was down
by 3.7 percentage points to 69%.

Irish flagship carrier Aer Lingus
PLC fared better, reporting that pas-
senger numbers grew 3.8% in Octo-
ber to 904,000 from a year earlier,
while passenger traffic was up
1.9%. Still, both its short-haul and
long-haul load factors fell, amid a
rise in capacity.

By Ron Winslow

NEW ORLEANS—AstraZeneca
PLC’s cholesterol drug Crestor
sharply lowered risk of heart at-
tacks among apparently healthy pa-
tients in a major study that chal-
lenges longstanding heart-disease
prevention strategies and could sub-
stantially broaden the market for
statins, the world’s best-selling
class of medicines.

Heart experts said the findings,
presented Sunday at the annual sci-
entific meeting of the American
Heart Association, could reshape
cholesterol-treatment guidelines
used for more than a decade to fight
cardiovascular disease, the world’s
leading killer. They also could help
AstraZeneca boost its 9% share of
the global cholesterol-drug market,
which exceeds $15 billion and is now
dominated by generic statins and by
Pfizer Inc.’s Lipitor.

The study, called Jupiter, found
that Crestor reduced the risk of
heart-related death, heart attacks
and other serious cardiac problems
by 44% compared with those given
placebos. The 17,802 participants
were entering prime heart-attack
ages—over 50 years for men and
over 60 for women—but none had
evidence of serious heart disease or
cholesterol levels high enough to
call for treatment under current
guidelines.

All participants did have ele-
vated levels in their blood of C-reac-
tive protein, or CRP, an inflamma-
tory marker that in previous studies
has been shown to identify patients
at heart risk independent of their
cholesterol levels. Half of heart at-
tacks occur in people with normal
cholesterol. As a result, some ex-
perts say the study supports broad
use of a high-sensitivity CRP test to
find people who may be falsely as-
sured by low cholesterol levels that
they are protected from trouble and
determine if they might be candi-
dates for treatment.

“This takes prevention to a new
level,” said Douglas Weaver, head of
cardiology at Henry Ford Hospital,
Detroit, who wasn’t involved with
the Jupiter study. “It defines a new
population” of patients at risk.

But others urged caution. “Before
we expand treatment indications in
any drastic way, we need to do due
diligence,” said Mark Hlatky, a cardi-
ologist at Stanford University. “The
idea that everybody should get CRP
measured is premature and not
backed up by good data.”

Moreover, despite large relative
benefits, the actual number of pa-
tients helped was small. Those on
the drug suffered 142 major cardio-
vascular events compared with 251
on placebo, a difference of 109.
Dr. Hlatky said that raises questions
about the cost-effectiveness of CRP
screening and the value of putting
millions of low-risk patients on med-
ication for the rest of their lives.

Doctors and investors have been
awaiting the Jupiter results since
last March, when the trial was halted
after an interim check found over-
whelming benefit for the drug. That
was after patients had been followed
for an average of just 1.9 years, two
years earlier than planned.

The findings will stir new debate
in a field already divided over the
role of high-sensitivity CRP testing
in clinical practice. They are certain
to figure in deliberations of U.S. cho-
lesterol experts who plan a major up-
date of prevention and cholesterol
guidelines next year. Jupiter re-

searchers estimate some six million
people in the U.S. meet the criteria
of those participating in the study
and thus might benefit from statin
therapy; some analysts put the num-
ber above 10 million.

The study comes after the up-
roar early this year when the choles-
terol drug Vytorin failed to show a
benefit in a trial involving a contro-
versial surrogate for heart risk. The
episode involving the Merck & Co.
and Schering-Plough Corp. drug
triggered skepticism about the
value of statin therapy and the bene-
fit of lowering LDL, or bad choles-
terol. Researchers said the new data
should dispel those concerns.

“This is very reassuring for sta-
tins as a class and for the public at
large”, said Paul Ridker, a cardiolo-
gist at Harvard Medical School and
Brigham and Women’s Hospital who
led the Jupiter study. The drugs “are
highly effective at doing what really
matters,” preventing heart attack,
stroke and other serious heart-re-
lated events.

In the study, which randomized
patients to 20 milligrams of Crestor
or placebo, LDL cholesterol among
patients taking the drug plunged
50% to an average of 55, the lowest
achieved to date in a major statin
study. CRP fell 37% and wasn’t asso-
ciated with how much LDL was re-
duced. Deaths from any cause were
reduced by 20%, the first time that
has been shown in people without di-
agnosed heart disease. Among
women, the drug lowered risk of ma-
jor events 46%, with a similar reduc-
tion for blacks and Hispanics. Risk
of a first heart attack, stroke and the
need for procedures to clear or by-
pass clogged arteries declined at
rates from 46% to 54%.

“Those benefits are approxi-
mately twice as large as what doc-
tors expect when you use statins in
patients with [high cholesterol],”
Dr. Ridker said. “And they didn’t
have [high cholesterol]. What they
had was high CRP.”

Dr. Ridker, who along with co-au-
thors has received grants and other
fees from AstraZeneca, presented the
data at the heart meeting. The study
was published online Sunday by the
New England Journal of Medicine.

Dr. Ridker said an analysis by
study statistician Robert Glynn of
Brigham estimated that applying
the Jupiter findings to medical prac-
tice for six million Americans for
five years would prevent 250,000
major cardiovascular events. The
study suggests 25 patients would
need to be treated for five years to
prevent one major event, a number
Dr. Ridker says appears at least as
cost effective as strategies screen-
ing for high LDL.

Reports of serious adverse
events were evenly divided—1,352
on the drug and 1,377 on pla-
cebo—as were reports of muscle
weakness—1,421 on the drug and
1,375 on placebo. Muscle side ef-
fects cause some patients to go off
statins. There were 270 cases of dia-
betes among Crestor patients, com-
pared with 216 on placebo.

For London-based AstraZeneca,
which sponsored the study, Jupiter
fills a big void. Crestor, which had
sales of $2.6 billion in the first nine
months of this year, up 24% over the
same period in 2007, is the most po-
tent statin for reducing LDL choles-
terol. Now the company has the kind
of hard evidence on preventing seri-
ous events that its rivals have had.
 —Jeanne Whalen in London

contributed to this article.

CORPORATE NEWS

A WSJ NEWS ROUNDUP

Deutsche Post AG, the German
parent of delivery company DHL, is
expected to announce Monday that
it is pulling the plug on much of its
effort to expand in the U.S. and
break the delivery-market domi-
nance of FedEx Corp. and United
Parcel Service Inc., according to
people familiar with the situation.

DHL has sustained billions of dol-
lars in U.S. losses since it bought Air-
borne Inc. in 2003 for $1.05 billion.

A spokesman for DHL declined to
comment.

The announcement won’t mean
DHL and its trademark yellow brand
will disappear from the U.S., accord-
ing to several people briefed on the
plans. DHL is expected to maintain
its freight-forwarding operation in
the U.S., which employs thousands
of workers. DHL also will continue
to handle international deliveries in
the U.S. and maintain its own opera-
tions in major metropolitan areas.

U.S. losses and the weakened glo-
bal economy prompted Deutsche
Post recently to cut its earnings fore-
cast for 2008 to adjusted earnings
before interest and taxes of Œ2.4 bil-
lion ($3.06 billion), down roughly
10% from a year earlier.

DHL to pare back
U.S. expansion
as losses mount
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.45% 10 World -a % % 174.55 1.42% –42.7% 5.35% 13 U.S. Select Dividend -b % % 619.25 2.04% –27.9%

3.40% 10 Stoxx Global 1800 181.50 1.50% –32.7% 173.30 1.51% –41.3% 4.40% 13 Infrastructure 1369.30 1.24% –25.7% 1669.15 1.25% –35.3%

4.69% 9 Stoxx 600 219.60 1.92% –40.3% 209.70 1.93% –48.0% 2.36% 8 Luxury 658.10 1.52% –40.8% 713.37 1.53% –48.5%

4.80% 9 Stoxx Large 200 239.80 2.04% –39.3% 227.78 2.05% –47.1% 2.35% 9 BRIC 50 272.20 2.77% –50.6% 331.82 2.78% –57.0%

3.93% 9 Stoxx Mid 200 185.30 1.41% –43.8% 175.92 1.42% –51.1% 7.47% 3 Africa 50 652.40 0.14% –39.7% 529.39 0.15% –47.5%

4.54% 8 Stoxx Small 200 113.90 1.14% –47.1% 108.13 1.15% –53.9% 8.80% 6 GCC 40 719.00 –0.02% –28.3% 583.51 –0.02% –37.6%

4.78% 8 Euro Stoxx 238.30 2.14% –42.1% 227.60 2.14% –49.6% 4.11% 9 Sustainability 733.20 1.42% –35.1% 791.48 1.43% –43.4%

4.88% 8 Euro Stoxx Large 200 257.40 2.26% –41.9% 244.30 2.27% –49.4% 2.81% 10 Islamic Market -a % % 1474.70 2.04% –39.0%

4.10% 9 Euro Stoxx Mid 200 210.40 1.60% –42.4% 199.55 1.61% –49.8% 3.08% 10 Islamic Market 100 1573.10 2.52% –23.7% 1721.28 2.53% –33.5%

4.72% 8 Euro Stoxx Small 200 126.10 1.30% –45.3% 119.55 1.31% –52.3% 6.15% 5 Islamic Turkey -c 1907.40 –0.27% –35.9% % %

9.99% 5 Stoxx Select Dividend 30 1380.00 1.72% –54.1% 1509.97 1.73% –60.0% 2.79% 11 Wilshire 5000 % % 9358.30 2.68% –36.4%

8.25% 5 Euro Stoxx Select Div 30 1467.50 2.52% –53.4% 1611.92 2.53% –59.4% % DJ-AIG Commodity 137.50 –0.68% –20.5% 127.71 –0.68% –30.8%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.4833 2.3369 1.2617 0.1896 0.0549 0.2167 0.0151 0.3880 1.8974 0.2548 1.2612 ...

 Canada 1.1761 1.8528 1.0003 0.1503 0.0435 0.1718 0.0120 0.3076 1.5043 0.2020 ... 0.7929

 Denmark 5.8209 9.1702 4.9510 0.7439 0.2155 0.8505 0.0593 1.5226 7.4455 ... 4.9493 3.9242

 Euro 0.7818 1.2316 0.6650 0.0999 0.0289 0.1142 0.0080 0.2045 ... 0.1343 0.6647 0.5271

 Israel 3.8230 6.0228 3.2517 0.4886 0.1415 0.5586 0.0389 ... 4.8900 0.6568 3.2506 2.5773

 Japan 98.2000 154.7043 83.5247 12.5494 3.6356 14.3481 ... 25.6866 125.6076 16.8702 83.4963 66.2015

 Norway 6.8441 10.7822 5.8213 0.8746 0.2534 ... 0.0697 1.7902 8.7543 1.1758 5.8193 4.6140

 Russia 27.0109 42.5530 22.9743 3.4518 ... 3.9466 0.2751 7.0654 34.5496 4.6403 22.9665 18.2094

 Sweden 7.8251 12.3277 6.6557 ... 0.2897 1.1433 0.0797 2.0468 10.0091 1.3443 6.6534 5.2753

 Switzerland 1.1757 1.8522 ... 0.1502 0.0435 0.1718 0.0120 0.3075 1.5038 0.2020 0.9997 0.7926

 U.K. 0.6348 ... 0.5399 0.0811 0.0235 0.0927 0.0065 0.1660 0.8119 0.1090 0.5397 0.4279

 U.S. ... 1.5754 0.8506 0.1278 0.0370 0.1461 0.0102 0.2616 1.2791 0.1718 0.8503 0.6742

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 375.50 –2.50 –0.66% 799.25 258.50
Soybeans (cents/bu.) CBOT 921.00 15.00 1.66% 1,649.00 799.50
Wheat (cents/bu.) CBOT 521.00 –1.50 –0.29 1,284.25 430.00
Live cattle (cents/lb.) CME 92.800 –0.500 –0.54 115.325 86.875
Cocoa ($/ton) ICE-US 1,952 18 0.93 3,228 1,884
Coffee (cents/lb.) ICE-US 112.10 1.10 0.99 178.90 105.05
Sugar (cents/lb.) ICE-US 12.01 0.14 1.18 15.85 9.89
Cotton (cents/lb.) ICE-US 42.07 –0.91 –2.12 98.45 42.00
Crude palm oil (ringgit/ton) MDEX 1,609.00 10 0.63 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,264 4 0.32 1,706 979
Robusta coffee ($/ton) LIFFE 1,740 12 0.69 2,747 1,580

Copper (cents/lb.) COMEX 169.70 –2.85 –1.65 404.50 162.65
Gold ($/troy oz.) COMEX 734.20 2.00 0.27 1,048.00 437.00
Silver (cents/troy oz.) COMEX 996.30 –9.20 –0.91 2,155.00 601.00
Aluminum ($/ton) LME 2,018.00 –14.00 –0.69 3,340.00 1,928.00
Tin ($/ton) LME 14,800.00 200.00 1.37 25,450 11,200
Copper ($/ton) LME 3,810.00 –110.00 –2.81 8,811.00 3,708.00
Lead ($/ton) LME 1,455.00 –15.00 –1.02 3,532.00 1,160.00
Zinc ($/ton) LME 1,109.00 –22.00 –1.95 2,840.00 1,095.00
Nickel ($/ton) LME 11,555 –95 –0.82 34,050 9,000

Crude oil ($/bbl.) NYMEX 61.04 0.27 0.44 148.60 19.75
Heating oil ($/gal.) NYMEX 1.9784 0.0360 1.85 4.2935 1.9089
RBOB gasoline ($/gal.) NYMEX 1.3495 0.0135 1.01 3.5547 1.3215
Natural gas ($/mmBtu) NYMEX 6.968 –0.233 –3.24 14.546 0.117
Brent crude ($/bbl.) ICE-EU 59.48 –0.03 –0.05 150.25 57.74
Gas oil ($/ton) ICE-EU 622.75 6.75 1.10 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 7
Per In

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

Argentina peso-a 4.2290 0.2365 3.3063 0.3025

Brazil real 2.7558 0.3629 2.1545 0.4641
Canada dollar 1.5043 0.6647 1.1761 0.8503

1-mo. forward 1.5058 0.6641 1.1773 0.8494
3-mos. forward 1.5057 0.6641 1.1772 0.8495
6-mos. forward 1.5051 0.6644 1.1767 0.8499

Chile peso 815.75 0.001226 637.75 0.001568
Colombia peso 2960.09 0.0003378 2314.20 0.0004321
Ecuador US dollar-f 1.2791 0.7818 1 1
Mexico peso-a 16.3789 0.0611 12.8050 0.0781
Peru sol 3.9467 0.2534 3.0855 0.3241
Uruguay peso-e 29.931 0.0334 23.400 0.0427
U.S. dollar 1.2791 0.7818 1 1
Venezuela bolivar 2.75 0.364085 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.8974 0.5271 1.4833 0.6742
China yuan 8.7307 0.1145 6.8257 0.1465
Hong Kong dollar 9.9132 0.1009 7.7501 0.1290
India rupee 61.0291 0.0164 47.7125 0.0210
Indonesia rupiah 13942 0.0000717 10900 0.0000917
Japan yen 125.61 0.007961 98.20 0.010183

1-mo. forward 125.52 0.007967 98.13 0.010190
3-mos. forward 125.20 0.007987 97.88 0.010216
6-mos. forward 124.78 0.008014 97.55 0.010251

Malaysia ringgit-c 4.5434 0.2201 3.5520 0.2815
New Zealand dollar 2.1694 0.4609 1.6961 0.5896
Pakistan rupee 103.767 0.0096 81.125 0.0123
Philippines peso 62.241 0.0161 48.660 0.0206
Singapore dollar 1.9104 0.5235 1.4936 0.6695
South Korea won 1696.15 0.0005896 1326.05 0.0007541
Taiwan dollar 41.967 0.02383 32.810 0.03048
Thailand baht 44.698 0.02237 34.945 0.02862

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

Euro zone euro 1 1 0.7818 1.2791
1-mo. forward 1.0016 0.9984 0.7831 1.2770
3-mos. forward 1.0033 0.9967 0.7844 1.2749
6-mos. forward 1.0050 0.9950 0.7857 1.2727

Czech Rep. koruna-b 25.109 0.0398 19.630 0.0509
Denmark krone 7.4455 0.1343 5.8209 0.1718
Hungary forint 266.80 0.003748 208.59 0.004794
Norway krone 8.7543 0.1142 6.8441 0.1461
Poland zloty 3.6647 0.2729 2.8651 0.3490
Russia ruble-d 34.550 0.02894 27.011 0.03702
Slovak Rep. koruna 30.2827 0.03302 23.6750 0.04224
Sweden krona 10.0091 0.0999 7.8251 0.1278
Switzerland franc 1.5038 0.6650 1.1757 0.8506

1-mo. forward 1.5031 0.6653 1.1752 0.8510
3-mos. forward 1.5008 0.6663 1.1733 0.8523
6-mos. forward 1.4982 0.6675 1.1713 0.8538

Turkey lira 1.9710 0.5073 1.5410 0.6490
U.K. pound 0.8119 1.2316 0.6348 1.5754

1-mo. forward 0.8131 1.2298 0.6357 1.5731
3-mos. forward 0.8146 1.2276 0.6368 1.5703
6-mos. forward 0.8159 1.2257 0.6378 1.5678

MIDDLE EAST/AFRICA
Bahrain dinar 0.4823 2.0735 0.3771 2.6522
Egypt pound-a 7.0926 0.1410 5.5450 0.1803
Israel shekel 4.8900 0.2045 3.8230 0.2616
Jordan dinar 0.9062 1.1035 0.7085 1.4114
Kuwait dinar 0.3454 2.8956 0.2700 3.7037
Lebanon pound 1919.93 0.0005209 1501.00 0.0006662
Saudi Arabia riyal 4.8043 0.2081 3.7560 0.2662
South Africa rand 12.9707 0.0771 10.1405 0.0986
United Arab dirham 4.6988 0.2128 3.6735 0.2722

SDR -f 0.8607 1.1619 0.6729 1.4862

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

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

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

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

 9 EUROPE DJ Stoxx 600 219.60 4.14 1.92% –39.8% –40.3%

 9 DJ Stoxx 50 2284.22 42.72 1.91 –38.0% –37.8%

 8 Euro Zone DJ Euro Stoxx 238.35 4.99 2.14 –42.6% –42.1%

 9 DJ Euro Stoxx 50 2602.54 60.50 2.38 –40.8% –39.4%

 5 Austria ATX 2097.43 95.98 4.80 –53.5% –54.3%

 7 Belgium Bel-20 2156.59 23.72 1.11 –47.8% –46.7%

 7 Czech Republic PX 893.7 27.0 3.12 –50.8% –51.2%

 10 Denmark OMX Copenhagen 262.08 –0.56 –0.21% –41.6% –44.4%

 9 Finland OMX Helsinki 6152.15 90.15 1.49 –47.0% –48.9%

 8 France CAC-40 3469.12 81.87 2.42 –38.2% –37.2%

 10 Germany DAX 4938.46 124.89 2.59 –38.8% –36.8%

 … Hungary BUX 12988.85 –30.57 –0.23 –50.5% –51.7%

 2 Ireland ISEQ 2826.74 23.15 0.83 –59.2% –60.3%

 7 Italy S&P/MIB 21911 304 1.41 –43.2% –42.1%

 4 Netherlands AEX 265.72 5.11 1.96 –48.5% –48.0%

 6 Norway All-Shares 303.49 8.27 2.80 –46.8% –48.7%

 17 Poland WIG 28427.30 450.49 1.61 –48.9% –51.2%

 10 Portugal PSI 20 6668.80 124.26 1.90 –48.8% –49.9%

 … Russia RTSI 760.62 –16.90 –2.2% –66.8% –66.4%

 7 Spain IBEX 35 9343.5 209.6 2.29% –38.5% –40.6%

 15 Sweden OMX Stockholm 212.33 5.44 2.63 –39.7% –41.4%

 12 Switzerland SMI 6008.16 83.26 1.41 –29.2% –28.6%

 … Turkey ISE National 100 26648.17 –725.56 –2.65 –52.0% –50.4%

 8 U.K. FTSE 100 4364.96 92.55 2.17 –32.4% –30.8%

 9 ASIA-PACIFIC DJ Asia-Pacific 90.82 –1.84 –1.99 –42.6% –44.7%

 … Australia SPX/ASX 200 4051.3 –98.4 –2.37 –36.1% –38.1%

 … China CBN 600 13280.86 219.38 1.68 –67.9% –65.1%

 8 Hong Kong Hang Seng 14243.43 453.39 3.29 –48.8% –50.5%

 11 India Sensex 9964.29 230.07 2.36 –50.9% –47.3%

 … Japan Nikkei Stock Average 8583.00 –316.14 –3.55 –43.9% –44.9%

 … Singapore Straits Times 1863.49 44.29 2.43 –46.2% –47.9%

 11 South Korea Kospi 1134.49 42.27 3.87 –40.2% –43.0%

 11 AMERICAS DJ Americas 233.72 5.90 2.59 –38.0% –37.9%

 … Brazil Bovespa 36665.11 303.20 0.83 –42.6% –43.0%

 11 Mexico IPC 19865.22 214.36 1.09 –32.7% –31.9%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of November 6, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.80% 10 ALL COUNTRY (AC) WORLD* 228.42 –6.00%–43.4% –46.6%

3.70% 11 World (Developed Markets) 925.09 –5.89%–41.8% –45.0%

3.40% 12 World ex-EMU 108.98 –5.49%–39.8% –43.5%

3.50% 11 World ex-UK 922.91 –5.74%–41.1% –44.2%

4.80% 9 EAFE 1,239.64 –6.86%–45.0% –48.1%

4.20% 8 Emerging Markets (EM) 557.66 –7.08%–55.2% –58.3%

5.30% 8 EUROPE 75.53 –5.58%–40.7% –44.3%

5.80% 8 EMU 137.18 –8.09%–51.0% –52.4%

5.20% 9 Europe ex-UK 81.96 –5.74%–41.2% –43.9%

7.20% 7 Europe Value 84.45 –6.10%–44.3% –48.8%

3.60% 10 Europe Growth 65.68 –5.09%–37.1% –39.8%

5.00% 8 Europe Small Cap 116.13 –4.17%–46.0% –52.7%

4.20% 5 EM Europe 204.14 –6.41%–57.5% –57.1%

5.60% 7 UK 1,269.31 –5.65%–33.9% –36.8%

5.30% 8 Nordic Countries 109.30 –7.46%–47.0% –51.2%

3.20% 4 Russia 524.92 –8.47%–65.1% –62.9%

4.90% 10 South Africa 519.83 –3.19%–27.1% –32.4%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 245.93 –7.07%–53.6% –58.0%

2.80% 11 Japan 565.33 –6.40%–39.9% –45.1%

3.70% 8 China 34.70 –8.63%–59.4% –66.2%

1.80% 11 India 376.17 –3.68%–56.0% –53.6%

2.70% 8 Korea 306.21 –7.39%–40.8% –45.2%

7.90% 8 Taiwan 178.44 –6.08%–46.6% –53.1%

2.80% 15 US BROAD MARKET 982.38 –4.91%–38.4% –41.7%

2.10% 28 US Small Cap 1,237.37 –4.12%–37.7% –42.5%

3.70% 8 EM LATIN AMERICA 2,116.75 –5.88%–51.9% –54.1%

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

GLOBAL MARKETS LINEUP

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

T H E WA L L ST R E ET JOU R NA L . MONDAY, NOVEMBER 10, 2008 35



CHICAGO LONDON SINGAPORE

David Booth has always credited Chicago GSB for his success. Now,
through his generous financial support and spirited affirmation of
our values, his relationship with Chicago GSB has come full circle.
We are honored – and privileged – to add David Booth’s name to our
school. With his unprecedented gift, David has ensured that we will
continue to produce generations of world business leaders and
remain not just a business school, but a business force.
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By Dawn Cowie

G OOD NEWS HAS been hard to
come by in the equity capital
markets recently, but a £2.2 bil-

lion ($3.4 billion) rights issue
launched last month by energy pro-
vider Centrica PLC to acquire a 25%
stake in British Energy PLC has
sparked hopes of a revival in stock is-
suance as companies expand
through acquisition.

Bankers predict mergers and ac-
quisitions will pick up again next
year as Europe experiences an eco-
nomic shake-up. But unlike the Euro-
pean buyout boom in 2006, any M&A
wave will be funded by issues of
stock, rather than debt. That would
be a boon for equity-capital-markets
teams, which weren’t able to get in
on megadeals in 2006 because com-
panies preferred to pump cheap debt
onto their balance sheets rather than
issue stock.

“Institutional investors are keen
to put money into companies that
are growing their businesses, not
just financial recapitalizations, so
mergers-and-acquisitions stories
resonate well,” said Matthew Wester-
man, global head of ECM at Goldman

Sachs Group Inc.
Still, the challenges of raising cap-

ital in a volatile stock market
shouldn’t be underestimated given
the time it takes to complete these
deals and, therefore, the potential
for the share price to fall below the
rights price.

Centrica will be the first British
company to launch a rights issue
since Bradford & Bingley PLC’s deal.
That rights issue, to shore up the
lender’s capital position, was com-
pleted in August after three at-
tempts over three months and had
only 28% shareholder take-up. Since
then, stock markets have been even
more volatile.

However, market swings in Octo-
ber failed to derail the Œ1.2 billion
($1.5 billion) rights issue by Italian
defense and aerospace company Fin-
meccanica SpA; that issue was
aimed at funding part of Finmeccani-
ca’s $5.2 billion acquisition of U.S. de-
fense supplier DRS Technologies Inc.
It completed the deal without breach-
ing its Œ8 rights price.

“We have not seen the end of mar-
ket volatility but, if a company needs
capital for an acquisition that is on
message, it should arguably get on
with it because there is no guarantee

that the macroeconomic situation
will not be worse next year,” Mr. Wes-
terman said. Goldman Sachs is one of
the banks in charge of and underwrit-
ing the Centrica and Finmeccanica
deals.

Centrica’s rationale for buying a
25% stake in British Energy is to se-
cure natural gas and electricity sup-
plies in order to reduce its exposure
to volatile wholesale energy prices.
Centrica says the deal has the sup-
port of its institutional investors.

A sign of the deal’s support has
been the performance of Centrica’s
share price, which rose by as much
as 7% in the week after the terms of
the deal were announced on Oct. 31.
The rights issue offers shareholders
three shares for every eight held at
160 pence, a 48% discount to its clos-
ing price before the announcement.
The issue is expected to close Dec. 12.

Given Centrica’s decision to raise
£2.2 billion in equity capital—a large
proportion of the £3.1 billion needed
to fund the acquisition—it didn’t
have much option but to go down the
rights-issue route due to pre-emp-
tion rules. They dictate that existing
stockholders must be offered the
chance to purchase new shares be-
fore the wider public.

Stock sales key to M&A
Equity issues to fund
wave of deals in ’09;
Centrica raises hope

World Bank issues a bond
to fund efforts on climate

Equity deals see revival
Top 10 European M&A deals this year

Note: Excluding government stakes Source: Dealogic 

Target Acquirer
Deal value,
in billions Payment method

HBOS Lloyds TSB $29.3 Common shares (100%)

British Energy Electricité de France  23.1 Cash via syndicated loans (100%)

Dresdner Bank Commerzbank 14.4 Cash (25%), common shares  
(67%), assets (7%)

British American Existing shareholders 11.7 Cash (100%)
Tobacco (17.5%)

Fortis Bank BNP Paribas 11.3 Common shares (100%)
(Belgium) (75%)

Norilsk Nickel (16.7%) Interros Holding 10.0 Cash (65%), assets (35%)

Fortis Insurance Belgium BNP Paribas  7.9 Cash (100%)

Volkswagen (7.5%) Porsche  7.9 Cash (100%)

Hapag-Lloyd Consortium led by 5.9 Cash (65%), earnout (35%)
HSH Nordbank

 and Hypovereinsbank

British American Existing shareholders 5.6  Cash (100%)
Tobacco (9%)

www.efinancialnews.com

Infrastructure funds find
investors slow to commit

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

By Duncan Kerr

The World Bank issued a bond
that funds projects aimed at reduc-
ing climate change and helping peo-
ple affected by it, an example of how
institutions are using the capital mar-
kets to fund green initiatives.

The “World Bank green bond”
was sold through Sweden’s Skandi-
naviska Enskilda Banken AB. Money
raised from the deal will be spent to
stimulate and coordinate public- and
private-sector projects to tackle the
threat of global warming.

Stockholm-based SEB was the
sole lead arranger for the 2.325 bil-
lion Swedish kronor ($294.6 million)
six-year bond. Demand from Scandi-
navian investors prompted the bond
issue, which occurred last week.

The bond is an example of the
kind of innovation the World Bank is
trying to encourage within its “Strate-

gic Framework for Development and
Climate Change,” launched earlier
this year to help encourage invest-
ment activity in this area.

“Tackling climate change is going
to take immense resources that will
only come from a well-orchestrated
flow of public and private finance,”
World Bank President Robert Zoel-
lick said. “This transaction is an im-
portant early effort to show one way
in which this can be done.”

Annika Falkengren, SEB’s presi-
dent and chief executive, said the
bank promoted the bond to investors
with three arguments: it offers a way
to address global warming, it sup-
ports the World Bank and its mem-
bers in their efforts to fight poverty,
and it offers a higher return than
many government bonds. The inter-
est rate on the triple-A-rated bonds is
0.25 percentage point above Swedish
government securities.

By Elizabeth Pfeuti

Capital-raising plans by infra-
structure funds slowed dramati-
cally in the third quarter to a three-
year low, a new survey found, de-
spite efforts by banks and asset man-
agers to double last year’s fund rais-
ing.

Data provider Preqin Ltd. said
Friday that infrastructure funds
gathered an aggregate $1 billion in
the three months ending Sept. 30, a
92% drop from $13 billion raised in
the second quarter.

Preqin also said some managers
had reacted to difficult market con-
ditions by extending closing-date
targets or postponing fund-raising
efforts until a less-volatile period.

“It is an incredibly turbulent en-
vironment at the moment, so inves-
tor caution on such long-term in-
vestments is not surprising,” said
Rob Treik, a principal in the invest-
ment consulting team and infra-

structure specialist at Mercer,
which advises long-term investors
such as pension funds.

The difficulty in securing credit
also hurt fund raising, given the
large amount of debt needed on
most deals, he said.

“We are going to see some of the
marginal players failing soon and be-
gin to sell off assets they can no
longer afford to hold; but this
should be seen as a positive step for
investors,” he said. He said the sec-
ondary market for infrastructure as-
sets, which has come to a halt due to
market uncertainty, would benefit
as a result of these fire sales by be-
coming more liquid.

Duncan Hale, a senior invest-
ment consultant at Watson Wyatt,
noted that “recent market condi-
tions have caused uncertainty with
the business models and processes
of many infrastructure man-
agers—as a period of easy liquidity
is replaced by less stability—and
many potential limited partners are
pausing to see the effects on individ-
ual managers.”

“We have been predicting a de-
gree of consolidation in the indus-
try in the short to medium term,
which apparently has already begun
to happen this year. More difficult
market conditions over the next six
to 12 months may hasten this pro-
cess,” Mr. Hale said.

Excel Modelling for
Financial Markets
24 - 25 November 2008, Frankfurt

For more information on these and our other training courses please
contact Tracey Huggett on tel: +44(0)20 7749 0230 or email:
thuggett@efinancialnews.com

CFD – Business Mechanics
& Trading Strategies
26 - 27 November 2008, London

Financial Modelling for LBO
3 - 4 February 2009, New York

Islamic Finance
Qualification
14 - 15 December 2008, Dubai

Introduction to Excel Modelling
for Financial Markets
14 - 16 December 2008, Dubai

UCITS III Investment
Strategies & Products
27 - 28 November 2008, London

Volatility as an Asset Class
23 - 24 February 2009, New York

Private Equity and LBO
Modelling
27 - 28 January 2009, London

Leveraged Finance
25 - 26 November 2008, Frankfurt

Hedge Funds (Investment Strategies
& Management Practices)
8 - 9 December 2008, London

Excel Modelling for
Financial Markets
2 - 3 December 2008, London

Leveraged Finance
27 - 28 November 2008, London

34 MONDAY, NOVEMBER 10, 2008 T H E WA L L ST R E ET JOU R NA L .



Telecom Italia net sinks
Regulatory pressure,
tougher competition
hold down revenue

Sodexo net rises, but outlook falls

EU tempers plan for telecom agency

By Giada Zampano

ROME—Telecom Italia SpA on
Friday posted a 13% drop in third-
quarter net profit, as its domestic op-
erations remained under pressure,
but the company confirmed its full-
year targets on improving margins.

Net profit at Italy’s largest tele-
communications operator fell to
Œ630 million ($804.1 million) from
Œ720 million a year earlier. Revenue
was down 1.4% at Œ7.56 billion from
Œ7.67 billion, hurt by stiffening com-
petition and regulatory pressures on
mobile and fixed-line services in It-
aly.

However, Telecom Italia’s operat-
ing margin in the third quarter was
41%, up from 40.8% a year earlier and
the first increase since 2007. Its
closely-watched net debt fell to
Œ35.77 billion as of Sept. 30 from
Œ37.17 billion at the end of the sec-
ond quarter.

“At a time when the world has be-
come a different place and the finan-
cial crisis is beginning to impact the

real economy, we posted an impres-
sive quarter,” Chief Executive
Franco Bernabe said in a statement,
citing strong performances in Ger-
many and Brazil. “Telecom Italia’s
revenue and margins picked up
again, which will allow us to hit our
2008 targets,” he added.

The Italian phone company ex-
pects full-year revenue to come in be-
tween Œ30.4 billion and Œ30.5 billion,
with an operating margin of 38%.
This is slightly lower than the 38.5%
operating margin it had forecast be-
fore it cut its outlook in August.

Analysts noted that Telecom Ita-
lia, despite the drop in net profit, de-
livered a safe set of results for the
third quarter, signaling that the com-
pany remains solid.

In March, Italy’s former monop-
oly disappointed with a business
plan that analysts said was lacking
“fireworks.” The company plans to
unveil its future strategy in early De-
cember, which is bound to be closely
scrutinized by investors and ana-
lysts.

Investors are also bracing for
news on a possible entry of new
shareholders, which would boost
Telecom Italia’s financial flexibility.
Sayf al-Islam Gadhafi, the son of Lib-
yan leader Col. Moammar Gadhafi,
recently confirmed that the Libyan

government is in talks with Telecom
Italia for a possible investment.

Shares in the company have lost
more than 50% of their value in the
past year, sparking criticism among
some of its major shareholders over
the lack of a clear industrial strat-
egy.

One of the companies suffering
from the sharp drop in Telecom Ital-
ia’s stock is former owner Pirelli &
C. SpA. The tires-to-real estate com-
pany said Friday it swung to a net
loss in the first nine months of the
year, mainly because of a Œ155 mil-
lion write-down on its remaining
1.36% stake in the phone company.
Pirelli sold its indirect controlling
stake in Telecom Italia to Telco, a
consortium including Spain’s Tele-
fonica SA, Italian heavyweights In-
tesa Sanpaolo SA, Mediobanca
Group, Assicurazioni Generali SpA
and Benetton Group SpA for Œ3.3 bil-
lion in May 2007.

The company posted a nine-
month net loss of Œ51.3 million, com-
pared with net profit of Œ129.8 mil-
lion a year earlier, while revenue was
flat at Œ3.9 billion. Pirelli also
warned that its full-year earnings be-
fore interest, taxes and charges will
be lower than previously expected.
 —Gordon Sorlini

contributed to this article.

GLOBAL BUSINESS BRIEFS

By Mimosa Spencer

PARIS—French catering and ser-
vices company Sodexo SA on Friday
reported an 8.4% rise in fiscal-year
net profit, as business at its vouch-
ers, facilities-management and
health-care operations remained
brisk in all regions except North
America, where the weak dollar
weighed on its performance.

Net profit for the year ended
Aug. 31 rose to Œ376 million ($479.9
million) from Œ347 million the previ-
ous year. Revenue was up 1.7% to
Œ13.61 billion from Œ13.39 billion.

However, the company said its or-
ganic-revenue-growth forecast for
next year would be lower than in fis-
cal 2008. A severe economic down-
turn is likely to continue in 2009
and 2010 in the majority of coun-

tries in which Sodexo operates, with
some already in recession and oth-
ers experiencing lower growth, the
company said.

“We’re beginning to see a de-
cline in consumption, and our tar-
gets take this into account,” said
Chief Executive Michel Landel.

Sodexo said it now expects or-
ganic revenue growth for the next
fiscal year in a range of 2% to 5%, be-
low its target of over 7% for fiscal
2008. Organic revenue growth
strips out the impact of currency
fluctuations, acquisitions and dis-
posals.

Mr. Landel cited Sodexo’s posi-
tion as a provider of services to com-
panies seeking to cut costs by out-
sourcing activities as a reason for
his confidence in its business model
in the difficult economic context.

Sodexo is seen as fairly resilient
in an economic downturn: Its inex-
pensive cafeteria food, for example,
tends to fare well in penny-pinching
times. Also, a good part of its reve-
nue comes from the health care, edu-
cation and defense sectors, which
are less affected by economic trou-
bles.

The company is also implement-
ing a Œ50 million cost-savings plan
to keep expenses next year flat with
the fiscal-2008 level. Measures will
include limiting hires and capping
overhead expenses, but not cutting
costs associated with business de-
velopment, it said.

Sodexo said it plans to pay a divi-
dend for fiscal 2008 of Œ1.27 a share,
up 10% from the previous year. The
company’s shares were up 3.6% in
Paris to Œ36.97.

CORPORATE NEWS

EADS

Airbus said Friday that Spanish
tourism company Grupo Marsans
signed a firm order for 61 aircraft.
The order includes four superjumbo
A380s, 10 of the long-range
A350-900s, five wide-body
A330-200s and 42 single-aisle
planes from the A320 family. Air-
bus, a unit of European Aeronautic
Defence and Space Co., didn’t say
how much Marsans will be paying
for the aircraft. The official list
price for the 61 jets is $8.99 billion,
but airlines usually negotiate dis-
counts to the catalog price. The con-
firmation of the order, which was
first announced in October, is good
news for the European plane maker
at a tough time for the industry. Air-
bus’s customer airlines are battling
volatile fuel prices and tighter
credit conditions.

Alitalia SpA

Unions for Alitalia SpA pilots
and flight attendants have called a
strike for Nov. 25. The unions say it
will be the first in a series of one-
day strikes to protest a plan by Ital-
ian investors to rescue the airline by
laying off workers and cutting
routes. Alitalia’s bankruptcy admin-
istrator has warned against strikes,
but the unions said Sunday that
they also plan a total of 14 days of
walkouts between December and
May. The investors have made a
binding offer to acquire Alitalia, and
are hoping a foreign airline will
come aboard as a partner. Some
unions have agreed to the deal. But
unions for pilots and flight atten-
dants are unhappy about criteria for
who gets laid off and for part-time
workers.

Belgacom SA

Belgium’s biggest telecommuni-
cations company, Belgacom SA, Fri-
day posted a 7.3% drop in third-quar-
ter net profit—hit by new pricing
regulations and the economic slow-
down—and warned that full-year
revenue is likely to be lower than
last year. Net profit fell to Œ215 mil-
lion ($273 million) from Œ232 mil-
lion a year earlier as revenue was
down 2.6% at Œ1.47 billion from
Œ1.51 billion. The company said it ex-
pects full-year revenue to drop
about 2%. Belgacom is the only tele-
communications company in Bel-
gium that provides nationwide
fixed and mobile phone-services.
Since market saturation and pric-
ing regulations are hurting tradi-
tional revenue, the company hopes
to reap gains from the gradual con-
vergence of phone, Internet and
television services.

BMW AG

Auto maker BMW AG said Friday
that it no longer expects to post
record sales for 2008 because of con-
sumers’ growing reluctance to
spend on new cars amid fears of a re-
cession. Last year BMW sold 1.5 mil-
lion cars—its highest sales number
so far and Ian Robertson, who over-
sees the Munich-based company’s
sales and marketing, provided no es-
timate for 2008 sales. Sagging sales
had already pushed the company’s
third-quarter profit down 63% to
Œ298 million ($378.8 million), and
on Friday, BMW said October sales
dropped 8.4%. The car maker sold
just 113,005 vehicles last month,
down from 123,304 a year earlier.
Sales were down in most Western
European markets, Japan and the
U.S., said Mr. Robertson.

—Compiled from staff
and wire service reports.

By Peppi Kiviniemi

BRUSSELS—European Union
regulators on Friday unveiled a
compromise on a controversial
telecommunications overhaul.

The European Commission, the

EU’s executive arm, agreed to cre-
ate a pan-European telecommuni-
cations regulator that is far
smaller and less powerful than ini-
tially proposed. The body would
have competence over only tele-
com regulation, with no oversight
of spectrum or network security.

The telecom package, which is
aimed at unifying the patchwork
of individual European regula-
tions and boosting competition,
has faced resistance from both the
European Parliament and the Euro-
pean telecommunications council,
made up of EU telecom ministers.

As a result, the commission,
which originally wanted broader
powers for the new body, is now
pushing for a compromise, incor-
porating the main points of con-
tention flagged by the parliament
and the telecom council.

The commission said it will
give national regulators a major
role in the management of the
newly created body: They will ap-

point its managing director and
half of its staff.

The commission also proposes
that any new measures put forth
by national regulators with regard
to their national markets should
be vetted both by the commission
and the new body to ensure that
they don’t hamper Europe-wide
competition.

The commission has agreed it
should be left to the national regu-
lators to decide whether they
want to force their national incum-
bents to separate telephone net-
works from services operations to
enhance competition.

In the area of radio-spectrum
allocation, the commission can
continue to propose policy
changes, but those will still have
to be approved by EU ministers
and the parliament.

EU ministers will discuss the
new proposal later this month, the
commission said.

Friends Provident PLC

British insurer Friends Provi-
dent PLC said Friday it has ap-
pointed Evelyn Bourke as its new fi-
nance chief. Ms. Bourke will succeed
interim Chief Financial Officer
Charles Bellringer once the six-
month notice period for her current
position as finance chief at Stan-
dard Life PLC’s U.K. Financial Ser-
vices has passed. “I am delighted
that Evelyn has chosen to join
Friends Provident,” said Friends
Provident Chairman Adrian Mon-
tague. Mr. Bellringer became in-
terim finance chief after Jim Smart
announced his intention to step
down in March and left the com-
pany in August. Neither Ms. Bourke
nor Messrs. Bellringer and Smart
were available for comment.

Lafarge SA

French building-materials com-
pany Lafarge SA reported a 7.8% rise
in third-quarter net profit but said it
couldn’t confirm its medium-term
targets amid economic weakness
and troubles at its Orascom unit.
Net profit increased to Œ647 million
from Œ600 million ($822 million) a
year earlier, as sales were up 8.6% to
Œ5.32 billion from Œ4.89 billion,
helped by the acquisition of Egypt’s
Orascom Construction Industries’
cement unit in January. The com-
pany had previously aimed to
achieve earnings per share of more
than Œ15 in 2010. Because technical
issues delayed activities at two Oras-
com plants, the company also low-
ered its forecast for full-year earn-
ings before interest, taxes, deprecia-
tion and amortization, or Ebitda, at
Orascom to between $1 billion and
$1.1 billion from $1.3 billion.

Novo Nordisk AS

Danish pharmaceutical company
Novo Nordisk AS said Friday it is in-
vesting $400 million in a new insu-
lin-production plant in Tianjin,
China—its biggest project so far out-
side its home market. The plant is to
become the company’s primary pro-
duction base in the Asian-Pacific re-
gion and will supply both China and
export markets. It is expected to be
operational in 2012 and employ
about 500 people. The new factory
will help the company achieve its
goal of becoming a key player in
China, said Chief Operating Officer
Kare Schultz. Novo Nordisk’s sales
in China have increased by an aver-
age of 37% annually over the past
five years and now make up 5% of to-
tal sales, he added. Nearly 40 mil-
lion people in China have diabetes.

Deutsche Post AG

Former chief executive
is charged in tax probe

German prosecutors said they
have charged the former chief execu-
tive of Deutsche Post AG, Klaus Zum-
winkel, in a tax-invasion investiga-
tion. A statement Friday from the
prosecutor’s office in Bochum, Ger-
many, didn’t specify the charges
and said no further details would be
disclosed. Mr. Zumwinkel is the sus-
pect with the highest profile in an in-
vestigation of tax evasion by Ger-
man citizens using banks in the tax
haven of Liechtenstein. The probe
was sparked by the alleged theft of
client data from LGT Group, Liecht-
enstein’s largest bank, by a former
employee. It has targeted more than
350 suspects and yielded at least
Œ110 million ($140 million) in back
taxes, Bochum prosecutors said in
September.
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KBL Key America USD US EQ LUX 11/05 USD 351.11 –41.8 –42.6 –17.3
KBL Key East Europe EU EQ LUX 11/05 EUR 1552.22 –54.3 –54.3 –23.7
KBL Key Eur Sm Cie EU EQ LUX 11/05 EUR 748.35 –45.4 –50.2 –24.7
KBL Key Europe EU EQ LUX 11/05 EUR 555.98 –37.1 –39.8 –19.2
KBL Key Far East AS EQ LUX 11/05 USD 908.77 –52.4 –55.6 –18.0
KBL Key Major Em Mkts GL EQ LUX 11/05 USD 373.55 –59.8 –59.9 –17.9
KBL Key NaturalRes EUR OT EQ LUX 11/05 EUR 375.03 –39.7 –41.3 NS
KBL Key NaturalRes USD OT EQ LUX 11/05 USD 372.79 –46.0 –47.0 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 10/31 USD 33.77 –54.9 –55.8 –19.1
LG Asian Plus AS EQ CYM 10/31 USD 38.32 –55.1 –59.2 –15.0
LG Asian SmallerCo's AS EQ BMU 11/06 USD 51.24 –67.8 –69.6 –35.7
LG India EA EQ MUS 10/31 USD 31.35 –66.4 –64.2 –21.6
Siberian Investment Co EE EQ IRL 10/24 USD 18.70 –78.8 –77.5 –44.9

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 11/06 EUR 30.59 –58.1 –62.6 –28.6
MP-TURKEY.SI OT OT SVN 11/06 EUR 21.98 –56.9 –58.8 –27.3

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 11/06 EUR 3.51 –60.9 –61.4 NS
Parex Eastern Europ Bd EU BD LVA 11/06 USD 9.34 –31.7 –31.7 –14.4
Parex Russian Eq EE EQ LVA 11/06 USD 10.32 –67.5 –65.8 –28.4
Parex Ukrainian Eq EU EQ LVA 11/06 EUR 2.45 –76.1 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 11/07 USD 108.58 –54.0 –58.2 –17.3
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/07 USD 104.35 –54.4 –58.6 –18.0
PF (LUX)-Biotech-Pca OT EQ LUX 11/06 USD 284.30 –14.6 –19.7 –0.3
PF (LUX)-CHF Liq-Pca CH MM LUX 11/06 CHF 123.81 1.5 1.8 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/06 CHF 95.57 1.5 1.8 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/06 EUR 123.95 –44.3 –45.8 –22.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/06 USD 75.60 –44.7 –45.6 –15.3
PF (LUX)-East Eu-Pca EU EQ LUX 11/06 EUR 181.29 –64.7 –64.3 –32.0
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 11/07 USD 90.98 –60.6 –62.9 –22.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/07 USD 303.82 –58.6 –60.5 –22.2
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/06 EUR 83.47 –38.9 –41.1 –20.1
PF (LUX)-EUR Bds-Pca EU BD LUX 11/06 EUR 369.47 2.2 0.9 –0.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/06 EUR 290.15 2.2 0.9 –0.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/06 EUR 123.33 –6.0 –7.1 –3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/06 EUR 89.91 –6.0 –7.1 –3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/06 EUR 97.11 –32.2 –34.3 –18.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/06 EUR 62.81 –32.2 –34.3 –18.7
PF (LUX)-EUR Liq-Pca EU MM LUX 11/06 EUR 134.03 3.2 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/06 EUR 100.12 3.2 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/06 EUR 328.80 –46.1 –48.7 –25.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/06 EUR 110.61 –39.9 –43.3 –23.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/06 USD 172.67 –13.9 –13.5 –3.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/06 USD 123.11 –14.0 –13.5 –3.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 11/06 USD 12.82 –47.3 –48.5 –23.7
PF (LUX)-Gr China-Pca AS EQ LUX 11/07 USD 206.51 –51.7 –55.5 –9.2
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/07 USD 204.76 –61.4 –59.5 –17.0
PF (LUX)-Jap Index-Pca JP EQ LUX 11/07 JPY 8378.85 –41.0 –43.9 –25.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/07 JPY 7655.07 –42.9 –47.7 –30.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/07 JPY 7479.17 –43.2 –48.0 –30.7
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/07 JPY 4053.53 –41.2 –45.6 –29.6
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/07 USD 164.60 –48.4 –52.4 –15.0
PF (LUX)-Piclife-Pca CH BA LUX 11/06 CHF 700.27 –17.6 –19.7 –9.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/06 EUR 47.79 –37.8 –40.6 –20.9
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/06 USD 30.43 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/06 USD 70.40 –36.9 –41.9 –16.0
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/06 EUR 356.73 –42.2 –47.5 –21.5
PF (LUX)-US Eq-Ica US EQ LUX 11/06 USD 80.69 –37.3 –39.1 –16.4
PF (LUX)-USA Index-Pca US EQ LUX 11/06 USD 72.38 –37.6 –39.6 –17.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/06 USD 492.21 4.3 6.1 5.6

PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/06 USD 371.88 4.3 6.1 5.6
PF (LUX)-USD Liq-Pca US MM LUX 11/06 USD 129.93 2.3 2.9 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 11/06 USD 87.59 2.3 2.9 3.8
PF (LUX)-Water-Pca GL EQ LUX 11/06 EUR 112.13 –28.2 –28.9 –12.5
PF (LUX)-WldGovBds-Pca GL BD LUX 11/06 USD 148.66 1.0 1.9 5.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/06 USD 125.81 1.0 1.9 5.2
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 11/06 USD 52.81 NS NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 11/06 USD 7.94 –45.1 –48.8 –22.5
Japan Fund USD JP EQ IRL 11/07 USD 12.66 –24.8 –28.4 –15.7

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 09/30 USD 92.31 –8.5 –3.7 NS
Discovery USD A OT OT CYM 09/30 USD 116.30 4.2 11.9 9.7
Elbrus USD A GL EQ CYM 09/30 USD 10.71 –34.6 –24.9 6.0
Europn Conviction USD B EU EQ CYM 09/30 USD 113.54 –0.6 5.5 6.1
Europn Forager USD B OT OT CYM 09/30 USD 187.94 –8.4 –11.2 5.6
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 09/30 USD 13.94 2.3 2.3 17.0
Paragon Limited USD A EU EQ CYM 09/30 USD 289.73 5.4 11.6 18.8
UK Fund USD A OT OT CYM 09/30 USD 168.76 6.1 1.9 4.9

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 11/05 USD 56.16 NS –57.9 –20.5

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 11/06 EUR 599.61 –39.1 –41.1 NS
Core Eurozone Eq B EU EQ IRL 11/06 EUR 684.27 NS NS NS
Euro Fixed Income A EU BD IRL 11/06 EUR 1136.36 –9.0 –10.2 –6.0
Euro Fixed Income B EU BD IRL 11/06 EUR 1204.79 –8.5 –9.7 –5.5
Euro Small Cap A EU EQ IRL 11/06 EUR 966.44 –45.1 –50.3 –28.0
Euro Small Cap B EU EQ IRL 11/06 EUR 1028.12 –44.8 –50.0 –27.5
Eurozone Agg Eq A EU EQ IRL 11/06 EUR 528.82 –44.8 –46.8 NS
Eurozone Agg Eq B EU EQ IRL 11/06 EUR 754.80 –44.5 –46.5 –23.4
Glbl Bd (EuroHdg) A GL BD IRL 11/06 EUR 1194.72 –7.6 –7.4 –3.5
Glbl Bd (EuroHdg) B GL BD IRL 11/06 EUR 1259.41 –7.1 –6.7 –2.9
Glbl Bd A EU BD IRL 11/06 EUR 1025.72 1.7 1.5 –2.6
Glbl Bd B EU BD IRL 11/06 EUR 1084.55 2.3 2.1 –2.0
Glbl Real Estate A OT EQ IRL 11/06 USD 697.35 –45.1 –49.8 –26.1
Glbl Real Estate B OT EQ IRL 11/06 USD 713.99 –44.9 –49.5 –25.7
Glbl Real Estate EH-A OT EQ IRL 11/06 EUR 666.74 –43.2 –47.5 –27.0
Glbl Real Estate SH-B OT EQ IRL 11/06 GBP 63.38 –42.3 –46.5 –25.5
Glbl Strategic Yield A EU BD IRL 11/06 EUR 1186.93 –20.6 –21.6 –9.7
Glbl Strategic Yield B EU BD IRL 11/06 EUR 1261.42 –20.2 –21.1 –9.1
Japan Equity A JP EQ IRL 11/06 JPY 10823.00 –41.8 –46.2 –27.1
Japan Equity B JP EQ IRL 11/06 JPY 11456.00 –41.5 –45.9 –26.6
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/06 USD 1300.43 –50.9 –53.7 –17.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/06 USD 1378.06 –50.6 –53.4 –16.8
Pan European Eq A EU EQ IRL 11/06 EUR 780.92 –42.6 –44.8 –23.6
Pan European Eq B EU EQ IRL 11/06 EUR 826.81 –42.3 –44.5 –23.1
US Equity A US EQ IRL 11/06 USD 676.33 –41.7 –43.5 –18.8
US Equity B US EQ IRL 11/06 USD 719.16 –41.4 –43.1 –18.3
US Small Cap A US EQ IRL 11/06 USD 1007.00 –41.4 –44.5 –20.4
US Small Cap B US EQ IRL 11/06 USD 1071.44 –41.1 –44.1 –19.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 11/07 SEK 64.66 –44.6 –47.5 –25.7
Choice Japan Fd JP EQ LUX 11/07 JPY 45.99 –41.8 –45.2 –28.3
Choice Jpn Chance/Risk JP EQ LUX 11/07 JPY 46.68 –47.8 –50.3 –28.7
Choice NthAmChance/Risk US EQ LUX 11/07 USD 2.96 –43.4 –44.3 –20.9
Europe 2 Fd EU EQ LUX 11/07 EUR 0.77 –46.5 –48.3 –25.3
Europe 3 Fd EU EQ LUX 11/07 GBP 2.77 –41.2 –39.9 –17.7
Global Chance/Risk Fd GL EQ LUX 11/07 EUR 0.53 –32.3 –35.4 –19.1
Global Fd GL EQ LUX 11/07 USD 1.69 –42.8 –45.0 –20.0
Intl Mixed Fd -C- NO BA LUX 11/07 USD 22.03 –33.9 –35.8 –13.9
Intl Mixed Fd -D- NO BA LUX 11/07 USD 15.54 –33.9 –35.8 –12.8
Wireless Fd OT EQ LUX 11/07 EUR 0.11 –42.4 –44.6 –18.8

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 11/07 USD 4.31 –52.6 –55.9 –19.2
Currency Alpha EUR -IC- OT OT LUX 11/07 EUR 10.92 6.9 7.0 NS
Currency Alpha EUR -RC- OT OT LUX 11/07 EUR 10.88 6.5 6.5 NS
Currency Alpha SEK -ID- OT OT LUX 11/07 SEK 105.86 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/07 SEK 109.07 NS NS NS
Generation Fd 80 OT OT LUX 11/07 SEK 6.61 –30.1 –31.6 NS
Nordic Focus EUR NO EQ LUX 11/07 EUR 57.14 –42.2 NS NS
Nordic Focus NOK NO EQ LUX 11/07 NOK 62.08 NS NS NS
Nordic Focus SEK NO EQ LUX 11/07 SEK 61.04 –38.7 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 11/07 USD 0.76 –53.0 –56.4 –18.4
Choice North America Eq. Fd US EQ LUX 11/07 USD 1.42 –41.4 –41.4 –20.6
Ethical Global Fd GL EQ LUX 11/07 USD 0.63 –42.9 –45.3 –20.9
Ethical Sweden Fd NO EQ LUX 11/07 SEK 29.96 –32.8 –36.1 –16.7
Europe Fd EU EQ LUX 11/07 USD 1.64 –53.7 –55.1 –18.9
Global Equity Fd GL EQ LUX 11/07 USD 1.08 –42.7 –45.2 –19.2
Index Linked Bd Fd SEK OT BD LUX 11/07 SEK 12.58 0.7 1.8 1.8
Medical Fd OT EQ LUX 11/07 USD 2.84 –26.1 –25.0 –11.2
Short Medium Bd Fd SEK NO MM LUX 11/07 SEK 9.10 2.5 2.9 2.8
Technology Fd OT EQ LUX 11/07 USD 1.63 –43.0 –46.0 –17.8
World Fd GL EQ LUX 11/07 USD 1.66 –38.1 –40.9 –12.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 11/07 EUR 1.26 1.5 1.6 2.2
Short Bond Fd SEK NO MM LUX 11/07 SEK 21.40 2.0 2.5 2.6
Short Bond Fd USD US MM LUX 11/07 USD 2.49 1.5 2.1 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 11/07 SEK 9.95 –2.6 –2.4 –0.6
Alpha Bond Fd SEK -B- NO BD LUX 11/07 SEK 8.93 –2.6 –2.4 –0.6
Alpha Bond Fd SEK -C- NO BD LUX 11/07 SEK 24.93 –2.7 –2.5 –0.8
Alpha Bond Fd SEK -D- NO BD LUX 11/07 SEK 8.31 –2.7 –2.5 –0.8
Alpha Short Bd SEK -A- NO MM LUX 11/07 SEK 10.73 2.2 2.6 2.8
Alpha Short Bd SEK -B- NO MM LUX 11/07 SEK 10.06 2.2 2.6 2.8
Alpha Short Bd SEK -C- NO MM LUX 11/07 SEK 21.01 2.1 2.5 2.6
Alpha Short Bd SEK -D- NO MM LUX 11/07 SEK 8.73 2.1 2.5 2.7
Bond Fd EUR -C- EU BD LUX 11/07 EUR 1.26 3.8 3.3 1.6
Bond Fd EUR -D- EU BD LUX 11/07 EUR 0.50 3.8 3.3 1.6
Bond Fd SEK -C- NO BD LUX 11/07 SEK 39.79 5.3 5.6 3.3
Bond Fd SEK -D- NO BD LUX 11/07 SEK 11.94 4.1 4.4 2.7
Corp. Bond Fd EUR -C- EU BD LUX 11/07 EUR 1.08 –8.3 –9.4 –4.9
Corp. Bond Fd EUR -D- EU BD LUX 11/07 EUR 0.84 –8.7 –9.8 –5.2
Corp. Bond Fd SEK -C- NO BD LUX 11/07 SEK 10.52 –12.8 –13.5 –6.8
Corp. Bond Fd SEK -D- NO BD LUX 11/07 SEK 8.26 –12.7 –13.3 –6.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/07 EUR 98.66 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/07 EUR 98.46 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 11/07 SEK 106.96 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/07 SEK 987.43 NS NS NS
Flexible Bond Fd -C- NO BD LUX 11/07 SEK 20.45 3.6 4.0 3.2
Flexible Bond Fd -D- NO BD LUX 11/07 SEK 11.58 3.6 4.0 3.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/07 SEK 82.75 –22.1 –24.7 –11.0
Global Hedge I SEK -D- OT OT LUX 11/07 SEK 75.63 –24.3 –26.9 –12.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/07 USD 1.52 –54.4 –56.1 –15.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/07 SEK 16.89 –49.4 –54.0 –23.3
Europe Chance/Risk Fd EU EQ LUX 11/07 EUR 859.33 –49.5 –51.1 –27.5

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/06 USD 13.14 –60.3 –65.0 –12.6
Eq. Pacific A AS EQ LUX 11/06 USD 6.43 –53.6 –56.7 –14.5

n SGAM Fund
Bonds CHF A CH BD LUX 11/06 CHF 26.83 2.8 2.4 –0.1
Bonds ConvEurope A EU BD LUX 11/06 EUR 28.63 –1.5 –1.5 3.3
Bonds Eur Corp A EU BD LUX 11/06 EUR 20.01 –8.8 –9.7 –5.1
Bonds Eur Hi Yld A EU BD LUX 11/05 EUR 14.37 –32.2 –34.1 –18.3
Bonds EURO A EU BD LUX 11/06 EUR 37.96 2.8 2.3 1.2
Bonds Europe A EU BD LUX 11/06 EUR 36.90 3.2 2.3 1.2
Bonds US MtgBkSec A US BD LUX 11/06 USD 22.74 –9.8 –9.7 –2.2
Bonds US OppsCoreplus A US BD LUX 11/06 USD 30.89 –1.9 –0.7 2.5
Bonds World A GL BD LUX 11/06 USD 36.65 –1.4 –0.4 4.7
Eq. ConcentratedEuropeA EU EQ LUX 11/06 EUR 21.16 –47.6 –48.8 –27.3
Eq. Eastern Europe A EU EQ LUX 11/06 EUR 16.77 –61.9 –61.9 –30.2
Eq. Equities Global Energy OT EQ LUX 11/06 USD 14.37 –43.0 –42.5 –10.6
Eq. Euroland A EU EQ LUX 11/06 EUR 9.44 –45.4 –46.7 –24.1
Eq. Euroland MidCapA EU EQ LUX 11/06 EUR 15.41 –46.8 –50.5 –27.3
Eq. EurolandCyclclsA EU EQ LUX 11/05 EUR 14.63 –42.3 –42.8 –16.0
Eq. EurolandFinancialA OT EQ LUX 11/06 EUR 9.82 –47.3 –48.3 –30.4
Eq. Glbl Emg Cty A GL EQ LUX 11/06 USD 5.77 –57.3 –59.0 –20.2
Eq. Global A GL EQ LUX 11/06 USD 21.06 –45.0 –46.3 –23.2
Eq. Global Technol A OT EQ LUX 11/06 USD 3.85 –45.7 –50.9 –25.1
Eq. Gold Mines A OT EQ LUX 11/06 USD 13.87 –53.7 –57.9 –26.0
Eq. Japan A JP EQ LUX 11/06 JPY 720.10 –45.6 –48.7 –30.1
Eq. Japan Sm Cap A JP EQ LUX 11/06 JPY 914.58 –46.4 –51.7 –39.6
Eq. Japan Target A JP EQ LUX 11/06 JPY 1560.30 –22.9 –29.1 –16.7
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3

Eq. UK A UK EQ LUX 11/06 GBP 9.33 –45.3 –47.4 –26.6
Eq. US ConcenCore A US EQ LUX 11/06 USD 16.51 –38.5 –38.4 –17.1
Eq. US Lg Cap Gr A US EQ LUX 11/06 USD 11.51 –42.8 –44.6 –19.4
Eq. US Mid Cap A US EQ LUX 11/06 USD 20.44 –47.8 –50.8 –17.2
Eq. US Multi Strg A US EQ LUX 11/06 USD 16.37 –43.2 –45.1 –22.6
Eq. US Rel Val A US EQ LUX 11/06 USD 15.80 –44.8 –46.5 –26.7
Eq. US Sm Cap Val A US EQ LUX 11/06 USD 13.96 –44.1 –47.1 –27.1
Eq. US Value Opp A US EQ LUX 11/06 USD 13.71 –46.2 –48.7 –29.0
Money Market EURO A EU MM LUX 11/06 EUR 26.97 3.7 4.4 4.0
Money Market USD A US MM LUX 11/05 USD 15.69 2.5 3.2 4.1

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 10/15 USD 9.81 –33.6 –23.6 0.1
UAE Blue Chip Fund Acc AS EQ ARE 10/30 AED 6.79 –41.7 –33.6 NS

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

Central and Eastern European EUR EE EQ EST 11/07 EEK 114.73 –57.2 –60.1 –33.7
New Europe Small Cap EUR EE EQ EST 11/07 EEK 56.80 –59.2 –61.3 –33.9
Second Wave EUR EE EQ EST 11/07 EEK 102.89 –62.5 –63.8 –29.1

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/07 JPY 8736.00 –47.9 –53.5 –32.5
YMR-N Japan Fund JP EQ IRL 11/07 JPY 9774.00 –43.8 –49.1 –28.0
YMR-N Low Price Fund JP EQ IRL 11/07 JPY 12828.00 –43.8 –48.8 –29.9
YMR-N Small Cap Fund JP EQ IRL 11/07 JPY 6166.00 –50.2 –55.6 –36.0
Yuki Mizuho Gen Jpn III JP EQ IRL 11/07 JPY 4558.00 –50.9 –54.1 –31.8
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/07 JPY 4883.00 –49.7 –54.8 –34.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/07 JPY 6494.00 –48.2 –51.8 –32.8
Yuki Mizuho Jpn Gen JP EQ IRL 11/07 JPY 8285.00 –46.1 –51.7 –29.9
Yuki Mizuho Jpn Gro JP EQ IRL 11/07 JPY 6264.00 –49.2 –54.7 –33.6
Yuki Mizuho Jpn Inc JP EQ IRL 11/07 JPY 8149.00 –37.8 –43.0 –23.8
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/07 JPY 5219.00 –44.7 –48.8 NS
Yuki Mizuho Jpn LowP JP EQ IRL 11/07 JPY 10742.00 –40.7 –45.3 –26.8
Yuki Mizuho Jpn PGth JP EQ IRL 11/07 JPY 7930.00 –51.7 –55.9 –32.7
Yuki Mizuho Jpn SmCp JP EQ IRL 11/07 JPY 6008.00 –52.6 –57.3 –35.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/07 JPY 5185.00 –44.8 –48.7 –30.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/07 JPY 2529.00 –55.7 –60.9 –47.4

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/07 JPY 4480.00 –49.4 –52.3 –32.1
Yuki 77 General JP EQ IRL 11/07 JPY 6111.00 –46.8 –51.3 –30.3
Yuki 77 Growth JP EQ IRL 11/07 JPY 6175.00 –49.7 –55.1 –34.1
Yuki 77 Income AS EQ IRL 11/07 JPY 5156.00 –38.5 –41.5 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/07 JPY 6518.00 –44.0 –49.7 –30.4
Yuki Chugoku Jpn Gro JP EQ IRL 11/07 JPY 5307.00 –47.4 –51.6 –29.1
Yuki Chugoku Jpn Inc JP EQ IRL 11/07 JPY 5564.00 –36.0 –40.0 –22.7
Yuki Chugoku JpnLowP JP EQ IRL 11/07 JPY 7864.00 –39.7 –45.0 –24.6
Yuki Chugoku JpnPurGth JP EQ IRL 11/07 JPY 4822.00 –44.9 –50.9 –30.1

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/07 JPY 6996.00 –45.6 –51.0 –30.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/07 JPY 4759.00 –46.0 –50.2 –29.2
Yuki Hokuyo Jpn Inc JP EQ IRL 11/07 JPY 5313.00 –37.0 –42.5 –25.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/07 JPY 4488.00 –48.0 –53.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/07 JPY 4861.00 –49.9 –54.7 –32.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/07 JPY 4607.00 –48.4 –53.0 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/07 JPY 5304.00 –44.6 –53.1 –30.1
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 10/31 USD 16.53 –94.5 –94.1 –64.7
788 China Smaller Cap OT OT CYM 10/31 USD 14.06 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 10/31 USD 69.47 –51.6 –42.7 –23.1
788 Japan Fund Ltd OT OT CYM 10/31 USD 13.18 –89.3 –88.7 –65.9

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 09/30 USD 45.14 –31.5 –27.0 –9.7

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 09/30 USD 1450.71 –11.0 –11.1 –0.5
CMA MultHdge Arbtrge OT OT CYM 09/30 USD 1785.18 –7.5 –7.0 1.4
CMA MultHdge Balncd OT OT CYM 09/30 USD 1299.96 –7.2 –6.3 1.0
CMA MultHdge Growth OT OT CYM 09/30 USD 1833.37 –7.2 –5.9 1.1
CMA MultiHdge Lvrgd OT OT CYM 09/30 USD 1124.28 –21.3 –24.1 –5.2

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 09/30 EUR 113.65 –12.3 –10.1 0.7
D'Auriol Opp F3 EUR EU MM CYM 09/30 EUR 1154.20 –15.8 –14.3 –2.5

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

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

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 10/31 USD 610.34 –65.7 –63.6 –35.9

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 09/30 EUR 194.10 4.8 14.9 NS
Horseman EmMkt Opp USD GL EQ USA 09/30 USD 198.84 3.8 13.7 NS
Horseman EurSelLtd EUR EU EQ GBR 09/30 EUR 211.98 18.0 24.7 27.4
Horseman EurSelLtd USD EU EQ GBR 09/30 USD 219.00 16.5 23.2 27.9
Horseman Glbl Ltd EUR GL EQ CYM 09/30 USD 433.28 15.5 16.0 32.3
Horseman Glbl Ltd USD GL EQ CYM 09/30 USD 433.28 15.5 16.0 32.3

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

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 09/30 EUR 94.84 –15.3 –12.3 NS
Special Opp Inst EUR OT OT CYM 09/30 EUR 89.11 –14.9 –11.5 NS
Special Opp Inst USD OT OT CYM 09/30 USD 97.30 –14.8 –11.2 NS
Special Opp USD OT OT CYM 09/30 USD 96.12 –15.3 –11.8 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 09/30 EUR 127.16 –10.2 –6.5 4.3
GH Fund CHF Hdg OT OT JEY 09/30 CHF 108.16 –11.8 –9.4 0.3
GH Fund EUR Hdg OT OT JEY 09/30 EUR 117.94 –10.7 –7.7 2.1
GH Fund EUR Hdg (Non-V II) OT OT JEY 09/30 EUR 104.69 –10.6 –7.6 2.1
GH Fund EUR Hdg (Non-V) OT OT JEY 09/30 EUR 117.94 –10.7 –7.7 2.1
GH Fund GBP Hdg OT OT JEY 09/30 GBP 129.28 –9.7 –6.2 3.8
GH Fund Inst EUR OT OT JEY 09/30 EUR 90.55 NS NS NS
GH Fund Inst JPY OT OT JEY 09/30 JPY 8937.46 –11.9 –9.6 NS
GH Fund Inst USD OT OT JEY 09/30 USD 105.23 –10.4 –6.9 3.9
GH FUND S EUR OT OT CYM 09/30 EUR 123.43 –9.7 –6.5 3.3
GH FUND S GBP OT OT CYM 09/30 GBP 128.04 –9.1 –5.3 4.8
GH Fund S USD OT OT CYM 09/30 USD 140.58 –10.0 –6.3 4.4
GH Fund USD OT OT GGY 09/30 USD 260.47 –10.9 –7.6 3.1
Hedge Investments OT OT JEY 09/30 USD 131.95 –10.1 –6.8 3.4
Leverage GH USD OT OT GGY 09/30 USD 114.99 –24.6 –20.4 –1.0
MultiAdv Arb CHF Hdg OT OT JEY 09/30 CHF 97.58 –14.5 –14.0 –4.5
MultiAdv Arb EUR Hdg OT OT JEY 09/30 EUR 105.49 –13.3 –12.4 –2.9
MultiAdv Arb GBP Hdg OT OT JEY 09/30 GBP 114.93 –12.6 –11.3 –1.7
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 09/30 EUR 111.36 –12.6 –11.4 –1.6
MultiAdv Arb S GBP OT OT CYM 09/30 GBP 117.29 –11.8 –10.2 –0.2

MultiAdv Arb S USD OT OT CYM 09/30 USD 123.16 –12.9 –11.4 –0.8
MultiAdv Arb USD OT OT GGY 09/30 USD 192.46 –13.8 –12.6 –2.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 09/30 USD 115.10 –13.6 –11.8 –0.6
Asian AdbantEdge EUR OT OT JEY 09/30 EUR 96.73 –18.5 –14.4 NS
Asian AdvantEdge OT OT JEY 09/30 USD 173.34 –18.9 –14.3 3.6
Emerg AdvantEdge OT OT JEY 09/30 USD 161.95 –21.7 –17.4 2.3
Emerg AdvantEdge EUR OT OT JEY 09/30 EUR 93.62 –21.5 –17.7 NS
Europ AdvantEdge EUR OT OT JEY 09/30 EUR 122.63 –14.0 –14.1 –2.2
Europ AdvantEdge USD OT OT JEY 09/30 USD 127.75 –14.5 –14.3 –1.5
Japan AdvantEdge JPY OT OT JEY 09/30 JPY 8303.85 –11.5 –13.7 –10.7
Japan AdvantEdge USD OT OT JEY 09/30 USD 96.27 –10.4 –11.4 –6.7
Lvgd Alpha AdvantEdge OT OT JEY 09/30 USD 102.60 –29.3 –27.4 –7.7
Trading AdvantEdge OT OT GGY 09/30 USD 143.14 6.4 16.3 17.4
Trading AdvantEdge EUR OT OT GGY 09/30 EUR 129.99 6.5 15.6 16.1
Trading AdvantEdge GBP OT OT GGY 09/30 GBP 136.17 8.2 18.1 18.2
US AdvantEdge OT OT JEY 09/30 USD 112.55 –11.0 –8.6 0.4

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 10/30 EUR 244.82 –3.7 –4.0 1.3
Integrated Dir Trading EUR OT OT CYM 09/30 EUR 103.16 0.7 6.9 7.6
Integrated Emg Markets EUR OT OT CYM 09/30 EUR 83.44 –20.6 –19.3 –3.6
Integrated European EUR OT OT CYM 09/30 EUR 151.80 2.2 1.1 4.2
Integrated Event Driven EUR OT OT CYM 09/30 EUR 93.79 –12.5 –11.3 1.2
Integrated Lg/Sh Sel F EUR OT OT CYM 09/30 EUR 89.88 –10.1 –9.3 2.9
Integrated MultSt B EUR OT OT VGB 09/30 EUR 124.40 –10.8 –9.0 0.0
Integrated Relative Value EUR OT OT CYM 09/30 EUR 96.76 –3.7 –3.4 2.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 09/30 EUR 1902.24 –13.7 –12.4 0.9
KBL SPOP Investing OT OT LUX 09/30 USD 1829.54 –14.3 –12.7 1.6
KBL SPOP Long/Short Eq OT OT LUX 09/30 USD 485.64 –26.7 –23.4 –1.4
KBL SPOP Long/Short Eq OT OT LUX 09/30 EUR 480.58 –26.1 –22.9 –2.0

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 10/31 USD 207.16 –75.1 –74.7 –48.2
Antanta MidCap Fund EE EQ AND 10/31 USD 348.06 –80.8 –79.8 –45.2

Meriden Opps Fund GL OT AND 11/05 EUR 92.91 –17.1 –18.0 –5.6
Meriden Protective Div GL EQ AND 11/03 EUR 80.04 –1.3 –10.7 –9.8

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 11/04 USD 74.01 54.8 48.2 31.9
Superfund GCT USD* GL EQ LUX 11/04 USD 3465.00 42.8 37.7 21.8
Superfund Gold A (SPC) GL OT CYM 11/04 USD 971.86 10.6 12.7 23.4
Superfund Gold B (SPC) GL OT CYM 11/04 USD 1100.10 17.5 19.5 29.4
Superfund Q-AG* OT OT AUT 11/04 EUR 8391.00 29.7 26.5 17.9

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 09/30 USD 178.17 8.1 12.5 13.5

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 09/30 EUR 1238.56 –1.0 4.1 9.1
Winton Evolution GBP GL OT VGB 09/30 GBP 1214.27 –0.5 5.1 10.3
Winton Evolution JPY GL OT VGB 09/30 JPY 109745.75 –4.5 –0.3 5.3
Winton Evolution USD GL OT CYM 09/30 USD 1206.55 –1.6 3.6 9.6
Winton Futures EUR GL OT VGB 09/30 EUR 185.04 9.0 14.5 16.3
Winton Futures GBP GL OT VGB 09/30 GBP 198.47 10.1 16.1 17.9
Winton Futures JPY Lead Series 2 GL OT VGB 09/30 JPY 13541.20 7.6 12.1 14.0
Winton Futures USD GL OT VGB 09/30 USD 659.57 8.8 14.5 17.2

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 10/31 EUR 115.54 –18.4 –11.6 –7.3
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 10/31 USD 244.42 –18.5 –11.7 –5.8
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 09/30 USD 1428.57 NS –6.3 –10.7 –7.8 1.5

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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U.S. President-elect Barack
Obama, in his first major remarks
since Election Day, called Friday for
extended unemployment benefits
and a “rescue plan for the middle
class” as new employment figures
signaled that the economic crunch is
worsening.

Mr. Obama spoke hours after the
Labor Department reported that
the U.S. unemployment rate soared

to a 14-year high in October, but-
tressing economists’ warnings that
the current downturn will rival the
worst recessions since the end of
World War II.

Mr. Obama said a fiscal-stimulus
plan to support the economy was
“long overdue” and said he wants a
package “sooner rather than later.”
Lawmakers are considering a package
of measures worth as much as $100
billion when Congress reconvenes
later this month. “If it does not get
done in the lame-duck session, it will
be the first thing I get done as presi-
dent of the United States,” he said.

The unemployment rate spiked to
6.5% in October from 6.1%, the Labor
Department said. Many forecasters
expect joblessness to top 8% by the
end of 2009. In a separate survey,
nonfarm payrolls declined 240,000
in October. The earlier two months
were revised down significantly, indi-
cating the economy was well in de-
cline before the credit crisis hit its
worst point in September and Octo-
ber. The country has lost about 1.2
million jobs so far this year, notching
more than half those losses in the
past three months.

The jobs report showed perva-
sive weakness in the economy, with
few sectors spared layoffs. The con-
struction and manufacturing indus-
tries, which were hit early on in the
downturn, saw job losses increase in
October, while the retail, hospitality
and professional-services sectors all
announced sharp job cuts. The grim
jobs data were followed by reports of
quarterly losses at Ford Motor Co.
and General Motors Corp.

“Problems are now broad based,”
Federal Reserve Bank of Atlanta Pres-
ident Dennis Lockhart said in a
speech Friday. The U.S. economy “ap-
peared to weaken dramatically” in
September and October as “forces of
contraction took hold in consumer
spending, business investment, in-
dustrial production and foreign de-
mand for U.S.-made goods.”

The Dow Jones Industrial Aver-
age rose 2.9% Friday as investors
largely shrugged off the surge in the
U.S. jobless rate, anticipation of
which had helped spark the market’s
9.7% selloff on Wednesday and Thurs-
day. That slide was essentially fac-
tored into the market when the un-
employment figures were released.

Education, health services and en-
ergy-production-related mining were
among the few major areas that
added jobs. Government, tradition-
ally a resilient sector, posted a job de-
cline in the revised September figures
and only modest growth in October.
State and municipal governments are
expected to cut more jobs in the com-
ing year as tax revenue declines.

In hard-hit Detroit, Donita Mapp
lost her job last week along with
about 40 other bus attendants who
helped students with disabilities at
the Detroit Public Schools. Ms.
Mapp, 53 years old, earned about $10
an hour and is now hunting for other
jobs. She said she is concerned about
paying her $600-a-month rent. “I try
not to worry, but in reality you know
you’re going to worry,” she said. A
representative for the Detroit Public
Schools didn’t return phone mes-
sages requesting comment.

The economy contracted in the
third quarter and is expected to
shrink at an annual rate of up to 4%
in the fourth. Many forecasters also
are penciling in a 2% annualized de-
cline in the first three months of
next year.

“This economy is in some ways
convulsing as we go through the
fourth quarter,” with businesses cut-
ting back sharply and households un-
der increasing pressure as their
homes and savings lose value, said
Bruce Kasman, chief economist at
J.P. Morgan Chase.

Some economists aren’t predict-
ing a recovery until the second half
of next year at the earliest. Goldman
Sachs economists on Friday down-
graded their prospects for the job
market, projecting an unemploy-
ment rate of 8.5% by the end of 2009,
up from an earlier estimate of 8%. In
the 1981-82 recession, the worst
since World War II, the unemploy-
ment rate peaked at 10.8%. It rose as
high as 7.8% after the 1990-91 reces-
sion and topped out at 6.3% in the af-
termath of the 2001 downturn.

Firms are increasingly cutting
back on full-time workers as they
brace for a deeper downturn. An al-
ternative Labor Department mea-
sure of total unemployment, includ-
ing part-time workers who want full-

time work but can’t get it, hit 11.8% in
October, up from 11% a month earlier.

On Oct. 14, Elisa Fritz lost her job
as a general manager at an upscale
restaurant overlooking the Hudson
River north of New York City. With
fewer people willing to pay $30 to
$40 per entrée, business was down
at least 50% from the prior year, she
said.

“In the fine-dining world every-
one is hurting real bad right now,”
said Ms. Fritz, 50 years old, of Gos-
hen, N.Y. “People are picking and
choosing when they go out.”

While she is looking for a new job,

Ms. Fritz and her husband are cut-
ting back. They already have let their
housekeeper go, saving $75 every
other week. “It’s not a lot, but it’s
money that could be used for grocer-
ies and gas in the car,” Ms. Fritz said.

With sales continuing to sag head-
ing into the holiday season, some re-
tailers already are laying off work-
ers, closing stores, reducing sea-
sonal help and, in some cases, going
out of business altogether. The con-
traction is expected to accelerate in
coming months.

Circuit City Stores Inc., the na-
tion’s second-largest electronics
chain, laid off hundreds of workers
from its corporate headquarters on
Thursday and Friday. The cuts came
on top of reductions the company an-
nounced earlier last week—closing
155 stores and laying off about 6,800
store employees, or 17% of its U.S.
work force. Its healthier rival, Best
Buy Co., cut seasonal hiring to 16,000
to 20,000 employees, compared to
26,000 last year.

The credit crunch and decline in
consumer spending has already
knocked out several retailers. Home

furnishings retailer Linens ’n Things
trimmed about a third of its 589
stores after trying a bankruptcy reor-
ganization, but last month was
forced to liquidate. Department
store chain Mervyns LLC said it
closed its 149 remaining stores after
60 years in business.

The weakening job market, from
layoffs to little or no wage gains, is ex-
pected to eat further into consum-
ers’ incomes, despite a modest cush-
ion from the recent decline in gaso-
line prices. Most economists fore-
cast that consumer spending, which
accounts for two-thirds of economic

activity, will contract sharply in the
fourth quarter.

In Brisbane, Calif., Tom Tantillo
saw an ad for a Compaq computer
that will be on sale for $300 at 8 a.m.
Saturday at a nearby Wal-Mart. He
was tempted to get in line early, but
instead decided to use the money to
attend a workshop about job pros-
pects in the clean-technology indus-
try. Mr. Tantillo was laid off last
month from a Silicon Valley firm that
conducts quality testing for the elec-
tronics industry.

He says many recruiters tell him
employers are freezing job openings.
One recruiter he had been working
with got laid off herself. “That was a
bit of a sad irony,” he says.

Cirrus Design Corp., a Duluth,
Minn., maker of small airplanes, cut
about 10% of its work force in Sep-
tember and October, laying off 175
people. The company’s chief execu-
tive, Alan Klapmeier, said he
thought he wouldn’t have to begin
laying people off until early 2009 be-
cause incentives in the govern-
ment’s first stimulus package would
encourage businesses to buy his

planes, keeping his workers busy un-
til the end of 2008.

But sales dipped about 60% in Oc-
tober compared with a typical
month, he said. “It really was turbu-
lence in the financial markets caus-
ing people to postpone their pur-
chases” that contributed to the lay-
offs decision, he said. “We expect it
all to come back as soon as this set-
tles down.”

The manufacturing sector, which
had been buoyed by sales outside the
U.S. from a weaker dollar and
strength in emerging economies, is
now being hit. The credit crisis hurt

companies such as construction ma-
chinery makers that relied on financ-
ing to sell their equipment. The dol-
lar began to strengthen and the Euro-
pean, Japanese and other economies
began to weaken, depleting export
demand and hurting profits.

In early October, Brunswick
Corp., a Lake Forest, Ill., maker of
boats, bowling balls, exercise equip-
ment and pool tables, said it would
begin laying off 1,450 workers while
closing three plants and idling one.
Sharply slowing sales have forced
the company to focus on cutting
costs to conserve cash, Chief Execu-
tive Dusty McCoy told investors in
late October. In all, in 2007 and 2008
the company has said it would close
12 boat factories, 40% of the compa-
ny’s boat facilities.

Mr. McCoy predicted that the
weakness in its sales would continue
at least until early 2009. “We see
nothing on the horizon to indicate
that the extremely sluggish demand
we experienced in the third quarter
won’t continue unabated,” he said.
 —Miguel Bustillo

contributed to this article.

European Pressphoto Agency

U.S. jobs data show pain across economy
Unemployment hits 14-year high as companies cut back on workers; Obama calls for extended benefits, rescue plan
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12% Unemployment rate
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*Unemployed workers, those who are not currently looking for work but are available to work and have looked in the recent past,
and people whose hours have been cut to part-time because of economic reasons

Source: Labor Department

Two measures of unemployment climb… As private-sector jobs 
continue to disappear…

And more than a 
million jobs are lost
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THE OBAMA BRAIN TRUST in Chicago, Friday, left to right: Roel Campos, ex-SEC commissioner; Daniel Tarullo, professor at Georgetown; Eric Schmidt, CEO of Google; Antonio Villaraigosa, Los Angeles mayor;
William Donaldson, ex-SEC chairman; Laura Tyson, ex-chairman, National Economic Council; David Bonior, former Michigan Congressman; Robert Rubin, ex-Treasury secretary; Vice President-elect Joe Biden;
Jennifer Granholm, governor of Michigan; Barack Obama; Paul Volcker, ex-Fed chairman; Rahm Emanuel, incoming White House chief of staff; Richard Parsons, chairman, Time Warner; Anne Mulcahy, CEO of
Xerox; Lawrence Summers, ex-Treasury secretary; Roger Ferguson, CEO of TIAA-CREF; Penny Pritzker, CEO, Classic Residence by Hyatt; John Podesta, head of the transition team; Robert Reich, ex-Labor
secretary; William Daley, ex-Commerce secretary

ECONOMY&POLITICS

By Sudeep Reddy, Kris Maher
and Ilan Brat
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Short Mat Dollar B US BD LUX 11/06 USD 7.20 –16.5 –17.8 –8.3
Short Mat Dollar B2 US BD LUX 11/06 USD 9.27 –16.6 –17.9 –8.3
Short Mat Dollar I US BD LUX 11/06 USD 7.20 –15.8 –16.9 –7.2

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 11/06 GBP 6.39 –32.5 –32.4 –16.0
Andfs. Borsa Global GL EQ AND 11/06 EUR 5.90 –38.4 –39.5 –19.3
Andfs. Emergents GL EQ AND 11/06 USD 9.72 –54.3 –56.0 –18.4
Andfs. Espanya EU EQ AND 11/06 EUR 10.56 –40.2 –42.6 –19.7
Andfs. Estats Units US EQ AND 11/06 USD 12.50 –38.5 –37.5 –17.3
Andfs. Europa EU EQ AND 11/06 EUR 6.66 –39.9 –40.6 –20.1
Andfs. Franca EU EQ AND 11/06 EUR 8.53 –39.3 –40.2 –21.2
Andfs. Japo JP EQ AND 11/06 JPY 446.32 –42.2 –45.8 –26.0
Andfs. Plus Dollars US BA AND 11/06 USD 8.54 –20.2 –21.1 –8.8
Andfs. RF Dolars US BD AND 11/06 USD 10.21 –9.9 –10.2 –3.9
Andfs. RF Euros EU BD AND 11/06 EUR 9.03 –18.2 –19.3 –10.5
Andorfons EU BD AND 11/06 EUR 12.36 –19.2 –20.5 –11.7
Andorfons Alternative Premium OT OT AND 09/30 EUR 105.62 –9.0 –8.2 –0.1
Andorfons Mix 30 EU BA AND 11/06 EUR 8.46 –27.1 –28.1 –14.3

Andorfons Mix 60 EU BA AND 11/06 EUR 8.45 –35.9 –36.3 –18.3

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 10/31 USD 129788.27 –50.3 –52.0 –19.8

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 11/07 EUR 10.19 0.2 –0.1 1.7
DJE-Absolut P GL EQ LUX 11/07 EUR 177.55 –29.6 –29.9 –10.3
DJE-Alpha Glbl P EU BA LUX 11/07 EUR 152.71 –25.3 –25.2 –8.0
DJE-Div& Substanz P GL EQ LUX 11/07 EUR 175.18 –26.5 –28.7 –8.6
DJE-Gold&Resourc P OT EQ LUX 11/07 EUR 110.86 –40.8 –45.1 –17.9
DJE-Renten Glbl P EU BD LUX 11/07 EUR 118.20 –3.2 –4.1 –0.7
LuxPro-Dragon I AS EQ LUX 11/07 EUR 92.18 –49.1 –52.9 –8.3
LuxPro-Dragon P AS EQ LUX 11/07 EUR 90.14 –50.2 –54.0 –9.3
LuxTopic-Aktien Europa EU EQ LUX 11/07 EUR 13.64 –29.3 –28.1 –8.4
LuxTopic-Pacific AS EQ LUX 11/07 EUR 9.28 –56.8 –58.1 –23.8

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 11/07 EUR 46.70 –57.4 –58.9 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 11/06 USD 46.17 –62.6 –64.1 NS
(Lux) Russian EUR EE EQ LUX 11/07 EUR 41.34 –63.7 –63.5 NS

(Lux) Russian USD EE EQ LUX 10/31 USD 40.26 –68.6 –67.7 NS
Balkan Fund EE EQ SWE 11/07 SEK 12.84 –61.5 –61.6 –25.1
Baltic Fund EE EQ SWE 11/07 SEK 42.57 –42.2 –44.9 –18.4
Eastern European Fund EU EQ SWE 11/07 SEK 23.96 –56.3 –56.0 –23.3
Russian Fund EE EQ SWE 11/07 SEK 694.90 –60.2 –59.4 –25.5
Turkish Fund EE EQ SWE 11/07 SEK 4.54 –60.4 –59.6 –25.6

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 10/31 CHF 59.88 –60.4 –60.0 –23.2
HF-World Bds Abs Ret OT OT CHE 10/31 USD 79.99 –12.4 –8.5 –3.8

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

EFG-Hermes MEDA* GL EQ BMU 09/30 USD 29.23 –19.2 –2.9 12.3
EFG-Hermes Saudi Arabia Equity EA EQ SAU 11/04 SAR 6.04 NS NS NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 31.61 –17.5 –8.7 12.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 11/06 USD 235.97 –24.3 –24.7 –9.7
Sel Emerg Mkt Equity GL EQ GGY 11/06 USD 129.38 –52.2 –54.5 –17.8
Sel Euro Equity EUR US EQ GGY 11/06 EUR 82.11 –43.8 –46.7 –24.3
Sel European Equity EU EQ GGY 11/06 USD 139.18 –50.9 –53.2 –24.1
Sel Glob Equity GL EQ GGY 11/06 USD 146.02 –46.5 –49.6 –23.7
Sel Glob Fxd Inc GL BD GGY 11/06 USD 125.19 –14.7 –14.9 –5.1
Sel Pacific Equity AS EQ GGY 11/06 USD 92.91 –47.3 –50.2 –14.9
Sel US Equity US EQ GGY 11/06 USD 100.41 –41.2 –43.3 –20.6
Sel US Sm Cap Eq US EQ GGY 11/06 USD 130.00 –43.8 –47.4 –25.3

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/06 EUR 288.64 –20.0 –20.8 –10.3
DSF 50/50 EU BA LUX 11/06 EUR 218.71 –26.3 –27.6 –13.9
DSF 75/25 EU BA LUX 11/06 EUR 168.94 –32.7 –34.5 –18.3
KBC Eq (L) Europe EU EQ LUX 11/06 EUR 433.40 –43.0 –45.2 –24.4
KBC Eq (L) Japan JP EQ LUX 11/06 JPY 17795.00 –39.8 –44.2 –26.7
KBC Eq (L) NthAmer EUR US EQ LUX 11/06 EUR 462.71 –39.9 –42.1 –19.6
KBC Eq (L) NthAmer USD US EQ LUX 11/06 USD 667.05 –38.8 –40.8 –17.6
KBL Key America EUR US EQ LUX 11/05 EUR 337.32 –42.3 –43.2 –18.9
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Hedge funds step up sales of stock
As market declines,
investors seek cash,
forcing more selling

By Kara Scannell

A senior U.S. Securities and Ex-
change Commission official is leav-
ing the agency, in what is likely to
be one of many departures at the
SEC.

John White, director of the cor-
poration-finance division, which
oversees corporate disclosures
and shareholder issues, is return-
ing to New York law firm Cravath,
Swaine & Moore LLP. He will advise
corporate boards on governance is-
sues.

SEC Chairman Christopher Cox
has said he plans to leave after the
end of the Bush administration,
and a new chair-
man could be
named soon.
One candidate is
Harvey Gold-
schmid, a Colum-
bia University
law professor
and former SEC
commissioner.
Other names be-
ing discussed in
Washington in-
clude Damon Sil-
vers, a top lawyer at the AFL-CIO,
and several corporate lawyers and
shareholder activists. Messrs. Gold-
schmid and Silvers declined to com-
ment.

SEC staff, unlike the chairman,
aren’t political appointees and
don’t have to leave with a change in
the administration.

Mr. White, 60 years old, took his
post in 2006, when the agency was
grappling with concerns that regu-
lations were driving companies
away from the U.S. He spearheaded
several efforts to address that, in-
cluding loosening a Sarbanes-Ox-
ley Act provision that requires com-
panies and outside auditors to re-
view internal controls over finan-
cial reporting.

Mr. White also crafted rules
that, if approved, would shift U.S.
companies to International Finan-
cial Reporting Standards, a set of
accounting rules used around the
globe, from the U.S. standard
known as generally accepted ac-
counting principles.

Another effort, which he called
the transparency project, began in
2005 posting on the agency’s Web
site its correspondence with com-
panies. Mr. White expanded the
program to include shareholder
proposals.

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

By Jenny Strasburg

And Gregory Zuckerman

Hedge funds are selling billions
of dollars of securities to meet de-
mands for cash from their investors
and their lenders, contributing to
the U.S. stock market’s recent drop.

Last week, the Dow Jones Indus-
trial Average suffered its biggest

two-day decline
since Oct. 20, 1987.
Coming amid steep
drops in the retail
and auto sectors,

the decline wiped out a strong rally
that ended on Election Day.

The index recovered somewhat
on Friday, ending 2.9% higher at
8943.81.

One of the biggest hedge funds,
$16 billion Citadel Investment
Group, is being asked by several ma-
jor banks to post additional collat-
eral to cover big losses on its invest-
ments, according to people familiar
with the situation.

Citadel, which is run by Kenneth
Griffin, was until recently consid-
ered a possible savior for troubled
Wall Street firms. But his biggest
hedge fund has fallen nearly 40%
this year, prompting the firm to
hold conversations with lenders, in-
cluding Goldman Sachs Group Inc.,
Deutsche Bank AG and Merrill
Lynch & Co., that finance Citadel’s
trades.

Citadel executives said the calls
for more cash are a normal part of
business when securities they hold
fall in value, and they emphasize
they have significant amounts of
cash to satisfy their lenders. They
said they have met all the demands
for collateral.

Rumors that the firm was having
problems led it to hold a conference
call in October in which it said it was
holding 30% of its capital in cash
and Treasurys and had $8 billion in
credit lines it has yet to tap.

The firm also said some of its
businesses are doing well this year,
that it has reduced risk and its use
of borrowed money, and that per-
formance has improved recently.

Lenders are hoping regulators
would orchestrate a settlement
among the companies involved in
Citadel’s loans if necessary, accord-
ing to a person familiar with the situ-

ation.
“Citadel is a valued client, and

we continue to do business with
them as usual,” said Ed Canaday, a
Goldman spokesman.

Deutsche Bank spokesman Ted
Meyer said, “Citadel is a valued cus-
tomer, and our relationship is busi-
ness as usual.”

Hedge funds have emerged as
the latest serious problem in the glo-
bal financial system.

As their losses mount, they are
selling off securities to meet de-
mands for cash from lenders and in-
vestors.

Compounding the problem is a
surge in notices from investors indi-
cating they want to get out.

Some hedge funds have been
hoarding cash in preparation for
these withdrawal requests. Hedge
funds are sitting on a record amount
of cash, estimated at $400 billion,
money that eventually could make
its way into the market.

Other managers are hoping that
investors have second thoughts and
don’t go through with the withdraw-
als, or are telling their investors
that they will sell securities over
time rather than dump them as the
market falls.

But either way, the wave of re-
quests is keeping money out of the
market as hedge funds figure out
their next moves.

Withdrawals from hedge funds
and from mutual funds are one fac-
tor weighing on stocks, said Mary
Ann Bartels, Merrill Lynch’s chief
strategist.

“It’s an overhang for the mar-
ket,” she said.

The recent rush of withdrawal
notices to hedge funds comes as in-
vestors—including endowments,
pension funds and wealthy individu-
als—see other investments shrink;
in some cases these investors need
cash to meet their own obligations.

It also marks a sharp reversal of sen-
timent among these big investors,
which jumped into hedge funds and
similar investments in recent years.

The result is a downward spiral
where hedge funds sell off thinly
traded securities such as convert-
ible bonds and corporate loans, driv-
ing down their prices, and leading
to bigger losses and more demands
for cash. Some $4.28 billion worth
of corporate loans have been put up
for sale in the past month, accord-
ing to Standard & Poor’s. When
hedge funds can’t meet the de-
mands for cash, lenders seize their
assets and try to sell them, further
driving down prices and putting
more funds in trouble.

Even the most established hedge
funds are being hit by, or girding for,
withdrawals from investors.

Carl Icahn, the billionaire activ-
ist, has received $1 billion of redemp-
tion notices from investors in his $7
billion hedge fund after posting
losses that are a bit lower than the
overall market this year. He is put-
ting $250 million into the fund to
help avoid selling shares to meet the
requests.

Investors in Highbridge Capital
Management, which manages $17
billion and is one of the largest
hedge funds, have asked for 15% or
more of their money back by the end
of this year amid losses of at least
22% for Highbridge’s biggest fund,
according to people close to the mat-
ter. Och-Ziff Capital Management, a
$28 billion firm down 12% in its big-
gest fund through October, will see
withdrawals of 6% of its funds by
the end of this year, according to
Citigroup analyst Prashant Bhatia.
A spokesman for Och-Ziff declined
to comment.

“In mid-October, redemption lev-
els were in the 5% range but all of a
sudden now it’s cranking up to as
high as 25% for some funds,” said
Gregory Horn, president of Persim-

mon Capital Management, a $500
million firm that invests in hedge
funds. The firm has asked for about
20% of its total investments back.
This “is the highest level of redemp-
tion requests” for the industry in at
least 17 years, Mr. Horn said.

Some investors are withdrawing
because they are more wary of
hedge funds, which fell 20% this
year, through October. That beats
the 34% drop for the Standard &
Poor’s 500 but is nonetheless disap-
pointing for an industry that has re-
turned 13.8% annualized since 1990,
above the 10.5% return of the S&P
500. San Francisco hedge-fund firm
Farallon Capital Management LLC,
which oversees about $27 billion,
has seen its biggest hedge funds fall
between 23% and 29% on invest-
ment declines this year, according
to investors.

Citadel’s Mr. Griffin, 40 years
old, began trading convertible
bonds in his dorm room at Harvard
University. He launched Citadel in
1990, a year after graduating, be-
coming one of the youngest inves-
tors to pocket billions of dollars as
hedge funds scored huge profits dur-
ing the past decade.

Mr. Griffin built his firm into a be-
hemoth in part by making tradi-
tional investments, such as buying
stocks and convertible bonds, and in-
vesting in other funds. He also set
up a unit to execute trades for other
investors.

In recent years, Citadel profited
by swooping in and buying invest-
ments sold by rivals in dire straits.
Mr. Griffin emerged as a go-to
player on Wall Street for firms in cri-
sis and in need of quick cash. His
traders picked through distressed
assets and often made offers before
others had a chance. Some bets paid
off, such as when Citadel bought
beaten-down securities sold by ri-
val hedge funds Sowood Capital and
Amaranth LLC, and those securities
subsequently rose in value.

But more recently, Citadel has
made some bad bets, such as hold-
ing convertible bonds that fell in
value. Last year, it invested $2.55 bil-
lion into discount brokerage firm
E*Trade Financial Corp., which was
struggling due to its holdings of
risky mortgage securities.

Many funds are dealing with
deep losses, and because some of
them have barred or limited with-
drawals, investors now are turning
to healthier funds to get their hands
on cash.
 —Craig Karmin and Randall Smith

contributed to this article.

John White
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Citadel Investment Group
SIZE: $16 billion

CEO: Ken Griffin, 40 (shown left)

YEAR-TO-DATE RETURNS: Biggest funds down
about 39% through last Friday

HISTORICAL RETURNS: 18%-20% a year

NUMBER OF EMPLOYEES: More than 1,200

HISTORY: Mr. Griffin founded the Chicago-based firm
in 1990 with $4.6 million, one year after graduating
from Harvard University. The fund is known for buying
assets of other investment firms in distress

KEY INVESTMENTS: Assets of E*Trade, Enron Corp.
and hedge funds Sowood Capital and AmaranthPhil McCarten /Landov

HEDGE
FUNDS

Expected exodus
from U.S. SEC
starts with White

32 MONDAY, NOVEMBER 10, 2008 T H E WA L L ST R E ET JOU R NA L .



T
UESDAY’S election results un-
derscored what already had

become obvious: 2008 has been a
very good year for Democrats.

What’s less obvious is that
the party’s progress will bring
growing pains from the burden
of economic expectations and
the fleeting nature of political
support, as well as expose fis-
sures on trade, immigration and
spending that were neatly pa-
pered over during the campaign.

The country’s dark mood also
poses a particular challenge. Skill-
ful politicians in the past have
taken advantage of bleak times
to rally the country—but others
have been devoured by the kind
of gloom and anger now afoot.

Those are the cautionary
notes for President-elect Barack
Obama and congressional Demo-
crats as they prepare to assume
control of Washington. It was
easy to see reality already set-
tling in as Mr. Obama faced re-
porters Friday: The stock mar-
ket’s roller-coaster ride had re-
sumed, the prospects of Ameri-
ca’s auto makers looked bleaker
than ever, and new numbers
showed unemployment reaching
its highest level in 14 years.

Voters hired Democrats to
handle these problems—yet the
length of that contract is uncer-
tain. As the party’s leaders well
know, voters are less rooted in
party identification these days,
and especially at a time of great
national ferment. Democrats
rented many voters this year
that they don’t yet own.

“Everybody should have
learned that it’s dangerous to talk
about permanent majorities, be-
cause things can change quickly,”
said Rep. Chris Van Hollen, just
before the election. The Maryland
Democrat led the Democrats’
House campaign committee.

I
NDEED, the detached nature
of American voters is illus-

trated by this fact: Even as mil-
lions of new voters registered as
Democrats this year, an unusually
high number also registered as
independents or third-party mem-
bers. A new Wall Street Journal
analysis of registrations, for ex-
ample, shows that 31% of new
Florida voters registered with no
party or a third party; in North
Carolina, the figure was 31%.

For this year, these indepen-
dents helped give Democrats big-
ger majorities in the House and
Senate; that’s the good news for
the party. The less-good news:
With larger majorities come
greater responsibility—and
greater political penalty if voters
don’t see an economic turn-
around.

As a result, one early impera-
tive for party leaders is to “man-
age expectations” for economic
progress, says Rep. Van Hollen.
Similarly, Rep. Steny Hoyer, the
second-ranking Democrat in the
House, warns: “This isn’t going
to be done overnight.”

Democrats will start by trying
to pass a quickie stimulus pack-
age later this month, and per-
suade a departing Republican
president to sign it. Then, next
year, larger majorities in the
House and the Senate will make

it easier for them to move on
from there.

Yet larger majorities also cre-
ate some quandaries. Democratic
leaders sit atop a party with
some natural fissures that are
temporarily obscured by the tri-
age under way to fix the econ-
omy. But these splits actually
may be harder to contain after
the party’s growth.

Some of the new Democrats
in Congress aren’t prototypical
liberals but moderates who won
by knocking off Republicans in
middle-of-the-road congressional
districts. Their presence may ag-
gravate an existing split about
how much to worry about the
federal budget deficit. The par-
ty’s progressive wing sees a man-
date for new programs in health
care and alternative energy that
trumps deficit worries. More con-
servative Blue Dog Democrats
loathe the idea that such spend-
ing could add to an already-grow-
ing tide of red ink.

The deficit argument is now
hidden by a consensus on spend-
ing to stimulate the economy.
Over time, though, it will reap-
pear, and in more stark form be-
cause of the billions already com-
mitted to rescue financial firms.

S
IMILAR tensions are likely
on trade. In the campaign,

Democrats drifted away from the
free-trade moorings created by
former President Bill Clinton in
the 1990s. They have done so at
a time when most analysts
would agree that pulling out of a
world-wide economic slump calls
for greater, not more restricted,
movement of goods and capital
around the globe.

The question now is whether
Democrats will adjust. “I’m wor-
ried about it,” says Alice Rivlin,
former director of the Congres-
sional Budget Office and now a
scholar at the Brookings Institu-
tion. Of this year’s campaign
rhetoric, she says: “For good ol’
free traders like me, it was truly
scary stuff.”

The economic crunch also has
obscured splits on immigration.
In this year’s voting, Democrats
did better than in the past
among working-class whites—
many of whom have turned
against open immigration poli-
cies in these tough economic
times—while also doing ex-
tremely well among Hispanic vot-
ers. That sets up a potential con-
flict between those who simply
want to crack down on immigra-
tion and those who favor a pol-
icy that gives illegal immigrants
a path to citizenship.

Hanging over all those prob-
lems is a dark national mood
that has settled in amid two
wars and the economy’s slide.
Some leaders—Franklin
Roosevelt, most notably—have
turned such unhappy moods to
their advantage. But another
former Democratic president,
Jimmy Carter, was dragged
down by a mood of economic
pessimism in the late 1970s.

Which is the model for
Barack Obama? That question is
as important as any he faces—
and the ultimate test of his abil-
ity to inspire.

Emanuel reflects climate
Democrats to retool
financial industry
that supported them

Hidden fissures in party
could trip up Democrats
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Rep. Rahm Emanuel of Illinois, U.S. President-elect Barack Obama’s pick for chief of
staff, worked for a Chicago investment-banking firm for two years.

ECONOMY & POLITICS

By Brody Mullins

And Siobhan Hughes

U.S. President-elect Barack
Obama’snewchiefofstaff,Rep.Rahm
Emanuel of Illinois, will be working
on overhauling the same financial in-
dustry that brought him millions of
dollars as an investment banker.

Mr. Obama’s choice of Mr. Eman-
uel to lead his White House staff
through the economic crisis symbol-
izes the awkward balancing act Dem-
ocrats will face as they reshape the
financial industry that they have
also cultivated for political support.

Mr. Emanuel earned $16.2 mil-
lion in a two-year stint working in
Chicago for investment-banking
firm Wasserstein Perella & Co. He
also served on the board of Freddie
Mac, the mortgage giant national-
ized this year in the financial crisis.

Since he came to Congress, Mr.
Emanuel has been a top recipient of
campaign donations from Wall
Streetfirms.Mr.Obama alsowas afa-
vorite of financial executives during
his campaign.

Nick Papas, a spokesman for Mr.
Emanuel, said Mr. Emanuel has “con-
sistentlystood withtaxpayers andin-
vestors and against Wall Street.” He
said that Mr. Emanuel’s experience in
government and the private sector

will be “a tremendous asset as he
works with President-elect Obama to
help get our economy back on track.”

Since being elected to Congress
six years ago, Mr. Emanuel has
raised $1.5 million in campaign do-
nations from Wall Street employ-
ees.

Mr. Emanuel worked as a White
House adviser during the Clinton ad-
ministration. After leaving in 1998,
Mr. Emanuel served on corporate
boards including Freddie Mac; the
Chicago Mercantile Exchange, now
owned by CME Group Inc.; and pub-
lic relations firm BSMG Worldwide
Inc., now part of Interpublic Group.

When he was elected to Con-
gress in 2002, Mr. Emanuel took
seats on committees that oversee
Wall Street. He started on the House
Financial Services Committee and
later moved to the coveted tax-writ-
ing Ways and Means Committee. He
currently serves as the fourth-rank-
ing leader of House Democrats.

“There’s going to be a huge de-
sire by some elements in the White
House and some in the Congress to
move sharply to the left,” said John
Feehery, a Republican strategist. “I
think Emanuel’s natural instinct
would be much more moderate, es-
pecially on business issues.”
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 11/06 USD 8.27 –42.8 –45.2 –21.8
Am Blend Portfolio I US EQ LUX 11/06 USD 9.66 –42.4 –44.7 –21.2
Am Growth A US EQ LUX 11/06 USD 21.53 –39.7 –41.8 –16.1
Am Growth B US EQ LUX 11/06 USD 18.31 –40.2 –42.4 –17.0
Am Growth I US EQ LUX 11/06 USD 23.64 –39.3 –41.3 –15.5
Am Income A US BD LUX 11/06 USD 6.97 –14.9 –14.4 –4.8
Am Income A2 US BD LUX 11/06 USD 14.62 –14.9 –14.4 –4.9
Am Income B US BD LUX 11/06 USD 6.97 –15.4 –15.0 –5.5
Am Income B2 US BD LUX 11/06 USD 12.70 –15.4 –15.0 –5.6

Am Income I US BD LUX 11/06 USD 6.97 –14.5 –13.9 –4.3
Am Value A US EQ LUX 11/06 USD 6.76 –41.9 –42.7 –22.0
Am Value B US EQ LUX 11/06 USD 6.29 –42.4 –43.3 –22.7
Am Value I US EQ LUX 11/06 USD 7.21 –41.5 –42.2 –21.3
Asian Technology A OT EQ LUX 11/06 USD 8.78 –45.3 –49.7 –25.3
Asian Technology B OT EQ LUX 11/06 USD 7.77 –45.7 –50.2 –26.0
Asian Technology I OT EQ LUX 11/06 USD 9.69 –45.0 –49.4 –24.7
Emg Mkts Debt A GL BD LUX 11/06 USD 11.19 –24.1 –24.3 –8.6
Emg Mkts Debt A2 GL BD LUX 11/06 USD 13.18 –24.0 –24.2 –8.6
Emg Mkts Debt B GL BD LUX 11/06 USD 11.19 –24.7 –25.0 –9.6
Emg Mkts Debt B2 GL BD LUX 11/06 USD 12.84 –24.6 –25.0 –9.5
Emg Mkts Debt I GL BD LUX 11/06 USD 11.19 –23.7 –23.8 –8.1
Emg Mkts Growth A GL EQ LUX 11/06 USD 19.91 –57.0 –59.6 –21.0
Emg Mkts Growth B GL EQ LUX 11/06 USD 17.07 –57.3 –60.0 –21.8
Emg Mkts Growth I GL EQ LUX 11/06 USD 21.87 –56.7 –59.2 –20.4
Eur Blend A EU EQ LUX 11/06 EUR 9.66 –45.1 –48.0 –25.5
Eur Blend I EU EQ LUX 11/06 EUR 9.85 –44.8 –47.6 –24.9
Eur Growth A EU EQ LUX 11/06 EUR 5.91 –43.2 –46.1 –22.4
Eur Growth B EU EQ LUX 11/06 EUR 5.38 –43.7 –46.6 –23.1
Eur Growth I EU EQ LUX 11/06 EUR 6.39 –42.8 –45.6 –21.7
Eur Income A EU BD LUX 11/06 EUR 5.42 –18.5 –19.7 –10.5
Eur Income A2 EU BD LUX 11/06 EUR 9.72 –18.6 –19.7 –10.6
Eur Income B EU BD LUX 11/06 EUR 5.42 –19.0 –20.3 –11.2
Eur Income B2 EU BD LUX 11/06 EUR 9.12 –19.0 –20.3 –11.2
Eur Income I EU BD LUX 11/06 EUR 5.42 –18.1 –19.2 –10.0
Eur Strat Value A EU EQ LUX 11/06 EUR 7.36 –47.3 –50.2 NS
Eur Strat Value I EU EQ LUX 11/06 EUR 7.46 –46.9 –49.7 NS

Eur Value A EU EQ LUX 11/06 EUR 7.61 –45.3 –48.2 –26.3
Eur Value B EU EQ LUX 11/06 EUR 7.09 –45.7 –48.7 –27.0
Eur Value I EU EQ LUX 11/06 EUR 8.71 –44.9 –47.8 –25.7
Gl Balanced (Euro) A EU BA LUX 11/06 USD 12.24 –42.5 –43.8 NS
Gl Balanced (Euro) B EU BA LUX 11/06 USD 12.07 –42.9 –44.3 NS
Gl Balanced (Euro) C EU BA LUX 11/06 USD 12.18 –42.6 –43.9 NS
Gl Balanced (Euro) I EU BA LUX 11/06 USD 12.37 –42.1 –43.3 NS
Gl Balanced A US BA LUX 11/06 USD 13.14 –36.6 –38.1 –16.9
Gl Balanced B US BA LUX 11/06 USD 12.64 –37.1 –38.8 –17.7
Gl Balanced I US BA LUX 11/06 USD 13.52 –36.2 –37.7 –16.3
Gl Bond A US BD LUX 11/06 USD 8.33 –6.5 –6.2 –0.3
Gl Bond A2 US BD LUX 11/06 USD 13.75 –6.5 –6.1 –0.3
Gl Bond B US BD LUX 11/06 USD 8.33 –7.3 –7.2 –1.3
Gl Bond B2 US BD LUX 11/06 USD 12.18 –7.2 –7.1 –1.3
Gl Bond I US BD LUX 11/06 USD 8.33 –6.1 –5.6 0.3
Gl Conservative A US BA LUX 11/06 USD 13.10 –21.8 –22.6 –8.6
Gl Conservative A2 US BA LUX 11/06 USD 14.40 –21.9 –22.6 –8.6
Gl Conservative B US BA LUX 11/06 USD 13.08 –22.5 –23.4 –9.6
Gl Conservative B2 US BA LUX 11/06 USD 13.84 –22.5 –23.4 –9.5
Gl Conservative I US BA LUX 11/06 USD 13.12 –21.4 –22.1 –8.1
Gl Eq Blend A GL EQ LUX 11/06 USD 8.97 –52.2 –54.3 –27.2
Gl Eq Blend B GL EQ LUX 11/06 USD 8.52 –52.6 –54.8 –27.9
Gl Eq Blend I GL EQ LUX 11/06 USD 9.38 –51.9 –53.9 –26.6
Gl Growth A GL EQ LUX 11/06 USD 32.82 –52.5 –53.8 –25.7
Gl Growth B GL EQ LUX 11/06 USD 27.71 –52.9 –54.2 –26.4
Gl Growth I GL EQ LUX 11/06 USD 36.10 –52.2 –53.4 –25.1
Gl High Yield A US BD LUX 11/06 USD 3.14 –29.8 –31.0 –12.5
Gl High Yield A2 US BD LUX 11/06 USD 5.98 –29.8 –31.0 –12.6

Gl High Yield B US BD LUX 11/06 USD 3.14 –30.4 –31.7 –13.4
Gl High Yield B2 US BD LUX 11/06 USD 9.72 –30.4 –31.8 –13.5
Gl High Yield I US BD LUX 11/06 USD 3.14 –29.5 –30.6 –12.1
Gl Value A GL EQ LUX 11/06 USD 8.42 –51.9 –54.9 –28.7
Gl Value B GL EQ LUX 11/06 USD 7.82 –52.4 –55.4 –29.5
Gl Value I GL EQ LUX 11/06 USD 8.87 –51.7 –54.6 –28.2
India Growth A EA EQ LUX 10/31 USD 56.04 –59.4 –57.2 –12.4
India Growth B EA EQ LUX 10/31 USD 48.46 –59.7 –57.6 –13.4
India Growth I EA EQ LUX 10/31 USD 57.81 –59.3 –57.0 –12.2
Int'l Health Care A OT EQ LUX 11/06 USD 116.11 –29.2 –29.6 –13.2
Int'l Health Care B OT EQ LUX 11/06 USD 99.08 –29.8 –30.3 –14.1
Int'l Health Care I OT EQ LUX 11/06 USD 125.70 –28.7 –29.0 –12.5
Int'l Technology A OT EQ LUX 11/06 USD 74.17 –47.7 –51.0 –19.6
Int'l Technology B OT EQ LUX 11/06 USD 65.01 –48.1 –51.5 –20.4
Int'l Technology I OT EQ LUX 11/06 USD 82.40 –47.3 –50.6 –19.0
Japan Blend A JP EQ LUX 11/06 JPY 5347.00 –46.4 –51.3 –30.1
Japan Blend I JP EQ LUX 11/06 JPY 5450.00 –46.1 –50.9 –29.6
Japan Growth A JP EQ LUX 11/06 JPY 5548.00 –43.9 –49.1 –28.7
Japan Growth I JP EQ LUX 11/06 JPY 5657.00 –43.5 –48.7 –28.1
Japan Strat Value A JP EQ LUX 11/06 JPY 5131.00 –49.2 –53.8 –30.7
Japan Strat Value I JP EQ LUX 11/06 JPY 5219.00 –48.9 –53.4 –30.2
Real Estate Sec. A OT EQ LUX 11/06 USD 10.57 –47.0 –51.3 –31.0
Real Estate Sec. B OT EQ LUX 11/06 USD 9.77 –47.5 –51.8 –31.7
Real Estate Sec. I OT EQ LUX 11/06 USD 11.25 –46.7 –50.9 –30.5
Short Mat Dollar A US BD LUX 11/06 USD 7.20 –16.2 –17.4 –7.9
Short Mat Dollar A2 US BD LUX 11/06 USD 9.27 –16.2 –17.5 –7.9

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Latin America Equity
Funds that invest mainly in Latin American companies. At least 75% of total assets are in-
vested in equities. Ranked on % total return (dividends reinvested) in U.S. dollars for one
year ending November 7, 2008

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

5 BPI Brasil BPI Gestão de EURiPortugal –28.04 –29.61 4.49 15.12
FI Acc Activos

5 Santander Santander Asset EURiSpain –33.60 –35.92 –0.97 15.24
Estrategia Iberoamérica FI Acc Management

2 Fibanc Ges. Fibanc EURiSpain –38.53 –39.90 –3.61 14.04
Latinoamérica FI Acc

NS Osprey Fonds Alceda Fund EURiLuxembrg –36.96 –42.00 –5.03 NS
- Brasilien Inside B Acc Management S.A.

NS Acción FTSE BBVA Asset EURiSpain –43.88 –45.40 NS NS
Latibex Top ETF FI Inc Management

2 EMIF E.M.I. Advisory USDiLuxembrg –42.83 –45.54–16.03 12.83
Mexico Index Plus load Acc Company S.A.

5 Willerequity Willerfunds USDiLuxembrg –43.87 –47.08 –9.90 16.77
Latinamerica Acc Management Company

4 Bright Oak Bright Oak Plc EURiIreland –46.22 –47.24 –7.55 NS
Geo Latin America A Acc Funds

3 AC Ahorro Corporación EURiSpain –45.53 –47.49 –9.86 15.27
Iberoamérica FI Acc Gestión

NS Foncaixa Invercaixa Gestión EURiSpain –45.28 –47.90 –8.14 NS
Bolsa Latinoamérica FI Acc

Rate cut lifts Korea shares;
Toyota drags Nikkei lower
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More firms cut dividends
Pain spreads beyond
financial companies;
some yields increase

Japan eases bank accounting rules
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By V. Phani Kumar

MARKETWATCH.COM

South Korean stocks jumped Fri-
day as the country’s central bank
cut interest rates for the third time
in a month, while Hong Kong shares
were lifted after HSBC Holdings’ lo-
cal banking unit lowered its lending
rate by a quarter-point.

But Japanese stocks were
dragged down by Toyota Motor,

which slashed its
earnings forecast.
Resource stocks de-
clined on sliding en-
ergy prices.

For the week, most regional mar-
kets posted modest gains.

In Seoul, the Kospi jumped 3.9%
to 1134.49 after the Bank of Korea’s
quarter-point interest rate cut to
4%, giving it a gain of 1.9% for the
week. The central bank also reduced
the rate at which it lends to commer-
cial banks by the same amount to
2.25%. Shinhan Financial Group
soared 6.6%.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies recovered
somewhat from steep early losses
to close down 3.6% at 8583. For the

week, it edged up 0.1%.
Toyota plunged 9.2% Friday af-

ter the automobile giant slashed its
fiscal-year earnings forecast 56% af-
ter the market closed Thursday.
That dragged down Honda Motor
8.7% and Nissan Motor 7.3%.

In Hong Kong, the Hang Seng In-
dex gained 3.3% to 14243.43, leaving
it up 2% on the week. Dale Tsang,
managing director at Imperial
Dragon Asset Management said the
rate cuts by Korea’s central bank and
HSBC in Hong Kong led to the resur-
gence after stocks were hammered
in early trading. HSBC rose 1.5% af-
ter its local banking unit cut its lend-
ing rates by a quarter-point to 5%.

Lenovo Group plunged 12% after
the computer maker’s quarterly
profit slumped 78%.

In mainland China, the Shanghai
Composite firmed 1.7% to 1747.71,
amid speculation the government
might announce stimulus measures
over the weekend, which it did. At Fri-
day’s close, the Shanghai index has
lost two-thirds of its value this year.

In Sydney, the S&P/ASX 200 gave
up 2.4% to 4051.30, trimming gains
for the week to 0.8%.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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By Annelena Lobb

Dividends are another investor
mainstay weakening in this market,
along with 401(k)s, variable annu-
ities, money-market funds and
other once-reliable vehicles.

This year, dividend payouts have
taken a hit, especially among finan-
cial companies. Thirty-six compa-
nies listed on Standard & Poor’s
500-stock index have cut or sus-
pended dividends 46 times in 2008,
sucking some $33.3 billion from in-
vestors’ pockets, according to Stan-
dard & Poor’s. From that sum, $30.8
billion came from financial compa-
nies, representing 37 individual ac-
tions.

The pain is spreading well be-
yond financial firms. Real-estate in-
vestment trusts, which are pools of
properties that have been stalwart
dividend payers, are curtailing their
payouts amid hard times. Troubled
General Motors Corp. eliminated its
dividend earlier this year. The divi-
dend suspension was one of several
actions taken with the aim of raising
$15 billion in liquidity by 2009, says
GM spokeswoman Renee Rashid-
Merem.

Fewer dividends are rising, too:
202 S&P 500 companies have initi-
ated or raised dividends 218 times
this year—representing payments
of $18 billion, $2.4 billion of it from
financials. In 2007, there were 298
dividend increases or initiations
among S&P 500 companies and just
12 reductions or suspensions.

This hurts people who have long
relied on dependable dividend in-
come.

Jo-Ann Cooper, a freelance mar-
keting consultant in Philadelphia,
says her income has fallen “dramati-
cally” this year as financial compa-
nies take a knife to their dividends.
Ms. Cooper, 60 years old, owns
2,900 shares of Bank of America
Corp., which halved its dividend in
October. The cut means a loss of a lit-
tle more than $900 per quarter.

Still, Ms. Cooper says she refuses
to sell her BofA shares at their cur-
rent shriveled price.

“I’ve always been a fairly conser-
vative spender, but I’m certainly be-
ing very careful and thinking twice
before making any large purchases,”
she says.

Dividend investors traditionally
have favored financial stocks, which
had raised payouts relatively consis-
tently before recent crises upended
the sector. About one-fifth of the div-
idend income among S&P 500 com-
panies now comes from financials,
says Howard Silverblatt, S&P’s chief
index analyst, down from about 34%
a year and a half ago.

Yet mammoth dividend de-
creases and suspensions among fi-
nancials in the S&P lost investors
$7.5 billion in payouts in September
alone, and another $7.2 billion in Oc-
tober.

In the five years through 2007,
there had been just 12 dividend cuts
or suspensions among S&P 500 fi-
nancials, worth $5.1 billion.

A plus side for investors? Those
who buy beaten-down dividend pay-
ers now are getting fat yields—
which is fine as long as the compa-
nies maintain their payouts.

The average dividend yield on
dividend-paying S&P 500 stocks is

now 3.53%, Mr. Silverblatt says,
though that figure was as high as 4%
a few weeks ago as share prices
crumbled. At the end of October
2007 that average dividend yield
was 2.02%. The change largely re-
flects the fact that stock prices have
been so depressed.

Typically, ending or cutting a div-
idend has been a sign of weakness.

In September 2003, Eastman
Kodak Co. cut its dividend by 72% to
save cash as the company struggled
to push into digital photography. To-
day, Kodak is still struggling, and it
hasn’t brought the payout back up.
The company didn’t comment.

Lately, though, relatively strong
companies have cut their dividends
to expand their cash cushions. The
reason is that it is easier than rais-
ing money in tight capital markets.

Bank of America, whose acquisi-
tions during this crisis have en-
larged its scope as it swallowed ail-
ing Merrill Lynch, is a case in point.
Nowadays, such companies, says
Rick Helm, manager of the Cohen &
Steers Dividend Value Fund, “are be-
ing extraordinarily conservative.”

REITs have already made divi-
dend cuts, and more could be com-
ing.

Maguire Properties Inc. sus-
pended its dividend in May. A com-
pany spokeswoman said the divi-
dend “wasn't being covered by oper-
ations.”

LaSalle Hotel Properties said in
October that it would slash its divi-
dend by about half because it antici-
pated deteriorating trends for the
lodging industry through 2009.

A recent report from RBC Capital
Markets says more dividend cuts
among REITs are likely because of
the strains now involved in raising
capital.

By Takashi Nakamichi

TOKYO—Japan’s financial regula-
tor will ease some accounting rules
for domestic banks in a bid to reduce
pressure on their capital bases from
declines in global asset prices.

The Financial Services Agency
said Friday that the new guidelines
will allow Japanese banks to avoid
having paper losses on certain finan-
cial assets reflected in their capital
adequacy, a measure of financial
health and thus their ability to lend.
The goal is to spur banks—in partic-
ular, reluctant small lenders in re-

gional areas—to provide more loans
to underpin economic growth.

Domestic banks that do business
only in Japan no longer will be re-
quired to subtract from their capital
paper losses on stocks, corporate
and government bonds, as well as
some other securities, the FSA said.
Currently, they are required to cut
60% of the unrealized losses from
their core capital, called Tier 1.

The new guidelines allow big, in-
ternationally active lenders—such
as Mitsubishi UFJ Financial Group
and Mizuho Financial Group—to
avoid subtracting paper losses only

on low-risk fixed-income securities
such as government bonds, not
stocks. This means that losses on
their equity holdings could continue
to undermine their lending capacity.

The step was part of the latest
emergency economic stimulus pack-
age crafted by Prime Minister Taro
Aso’s government in late October to
support a slower growing economy.

The new guidelines will take ef-
fect in time for banks to adopt them
for earnings reports for the period
ending in December, the FSA said,
and will remain in effect until the
end of March 2012.
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