
A Swiss court found a reason-
able suspicion that much of
more than $400 million in out-
lays cited by prosecutors may
have been used for alleged
bribes-for-business payments
uncovered in a probe of Alstom
employees. Page 1

n Fannie Mae posted a loss of
$29 billion for the third quar-
ter and said it may need a cash
infusion by year end. Page 1

n GM shares plunged to a
price not seen since 1946 on
rising concerns that the auto
maker will run out of cash in
the next few months. Page 1

n Citigroup is planning to
modify the terms of as much as
$20 billion in mortgages for
borrowers who are current but
at risk of falling behind. Page 21

n U.S. stocks slid as early opti-
mism regarding China’s stimu-
lus plan gave way to wariness
about global economic trou-
bles. Mineral extractors led Eu-
ropean shares to gains. Page 22

n HSBC Holdings’ U.S. arm re-
ported loan impairments total-
ing $4.3 billion in the third
quarter as more consumers fell
behind on their debts. Page 2

n British retail sales fell and
industrial production declined
in Italy and France. Page 2

n Santander will raise $9.2 bil-
lion in a rights issue, bowing to
market pressure to strengthen
its capital base. Page 3

n The U.S. government plans
to replace its $123 billion bail-
out of AIG with a package val-
ued at $150 billion. Page 6

n Deutsche Post will remove
its DHL express delivery unit
from the U.S. domestic market
to halt mounting losses. Page 6

n Sweden will take control of
Carnegie after regulators ac-
cused the investment bank of
illegal trading activities. Page 5

n Crude-oil prices could get
support from China’s stimulus
plan, which is expected to bol-
ster demand for oil. Page 21

Fannie Mae
has huge loss,
may need cash

U.S. President-elect Obama
visited with Bush at the White
House in their first face-to-face
meeting, which comes during a
historic shifting of power to a
new administration. Separately,
a spokeswoman said Obama
won’t make any cabinet an-
nouncements this week. Page 9

n A suicide bomber struck in
a crowd that had gathered in
Baghdad where an explosion
damaged a bus carrying school-
girls. The twin blasts killed at
least 31 people and injured 71.
n The Iraqi government said
U.S. offers of changes to a draft
security deal weren’t enough to
gain parliamentary approval.

n The EU decided to restart
partnership talks with Russia it
suspended over Moscow’s August
incursion into Georgia. Page 12

n Diplomats said uranium was
found in samples from a Syrian
site Israel bombed on suspicion
it was a covert nuclear reactor.

n Karzai condemned U.S.
troops for killing 14 security
guards in eastern Afghanistan.
The U.S. said its troops shot
only after being fired upon.

n Pakistan expects Obama to
re-evaluate American military
strikes on al Qaeda and Taliban
targets on its side of the Af-
ghan border, Zardari said.

n Thousands protested in
Rwanda over Germany’s arrest
of an official wanted by France
in connection with the presiden-
tial assassination that preceded
the 1994 genocide in Rwanda.

n Zimbabwe’s infrastructure
is teetering on collapse as Afri-
can leaders press for a power-
sharing deal between Mugabe
and the opposition. Page 12

n A cholera outbreak at a refu-
gee camp spread to eastern
Congo’s provincial capital, in-
creasing fears of an epidemic.

n Human error and overcrowd-
ing likely contributed to a Rus-
sian nuclear-submarine accident
that killed 20, experts said.

n Somali gunmen kidnapped
two Italian nuns from their
home in a Kenyan border town.

n Died: Miriam Makeba, 76,
South African singer whose
voice inspired hope during apart-
heid, of a heart attack in Italy.

GM stock plunges 26%
on fears about liquidity

Editorial&Opinion

By David Crawford

A Swiss criminal court has re-
viewed prosecutors’ evidence and
found a reasonable suspicion that a
large part of more than $400 million
in outlays identified by the prosecu-
tors may have been used for alleged
bribes-for-business payments uncov-
ered as part of a probe of Alstom SA
employees.

InSeptember,apanelofSwissFed-
eral Criminal Court judges in Bell-
inzona, Switzerland, ordered the con-
tinued detention of Bruno Kälin, a
former Alstom executive arrested by
SwissauthoritiesinAugustonmoney-
laundering and bribery charges.

“Due to the evidence presented to
the court, there is a strong suspicion
that the defendant actively partici-
pated in the laundering of money out
oftheAlstomGroupforthepurposeof
corrupt payments,” the judges wrote
intheirverdict,whichwasrecentlyun-
sealed. The court found Mr. Kälin

posedarisktotheinvestigation,decid-
ingthathemighttrytodestroyanyevi-
dence that wasn’t seized by prosecu-
tors in an August raid of Alstom’s
Swiss offices.

The raid was part of a continuing
investigation of the French engi-
neering giant, which sells products
such as power turbines, high-speed

trains and subway cars around the
world. Monday, Alstom announced
a $491 million sale of 242 subway
cars to the Metropolitan Transport
Authority in New York.

Mr. Kälin, a former top compli-
ance manager for Alstom, was ulti-
mately released Oct. 10 at the request

Please turn to page 35

Court signals suspicion
in Alstom bribery probe
Swiss judges review
allegations about use
of over $400 million

A WSJ NEWS ROUNDUP

General Motors Corp.’s shares
plummeted Monday to a price not
seen since 1946 on rising concerns
that the auto maker will run out of
cash in the next few months and that
any government bailout won’t bene-
fit stockholders.

Shares of GM were down 26% at
$3.22 each in afternoon trading, af-
ter earlier hitting a 62-year low of
$3.02, as a couple of analysts essen-
tially marked the stock with a red X.

Barclays Capital now targets GM
shares at $1, while Deutsche Bank

slashed its target price to zero.
Deutsche Bank analysts, who cut

their rating on the stock to “sell”
from “hold,” said the company might
not be able to fund its operations be-
yond December. Even with govern-
ment intervention, the analysts said
GM’s future is “bankruptcy-like,”
and shareholders are unlikely to get
anything.

Jeff Embersits, chief investment
officer of Shareholder Value Manage-
ment, said GM’s freefall reflects in-
vestors’ growing concern about the

Please turn to page 35

The crisis hits East
For some new EU members,
the euro may be the light at
the end of the tunnel. Page 14
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What’s News—
Business & Finance World-Wide

Swiss accounting
Prosecutors in Switzerland are investigating 
former employees of Alstom.

n March 2008: Milan court convicts 
a former Alstom SA executive, 
Bruno Kälin, and two Alstom 
subsidiaries on bribery charges. 

n May: Swiss prosecutors launch 
investigation of Mr. Kälin.

n August: Mr. Kälin is arrested. 
Prosecutors search Alstom 
offices in Switzerland, seizing 
alleged evidence.

n October: Mr. Kälin is released, 
but remains a defendant in the 
case. Swiss court orders 
prosecutors to provide Alstom 
with copies of seized evidence.

Source: Swiss court verdicts and records. Photo: Associated Press

How should Obama
address the environment?
NEWS IN DEPTH | PAGES 16-17

A new air-traffic system
can boost safety, save fuel
CORPORATE NEWS | PAGE 4

By James R. Hagerty

And Aparajita Saha-Bubna

Fannie Mae posted a record
$29 billion loss for the third quarter
and said it is losing money so rapidly
that it may need a cash infusion
from the U.S. Treasury by year’s end.

The company, which along with
rival Freddie Mac owns or guaran-
tees nearly half of all U.S. mort-
gages, said the loss reflected $9.2 bil-
lion in credit-related expenses, in-
cluding losses on foreclosures and
provisions for future losses. That is
up from credit-related expenses of
$1.2 billion a year earlier.

The biggest factor in Fannie’s
loss was a $21.4 billion charge to re-
flect the likelihood that the com-
pany won’t be able to make use of
tax credits listed on its balance
sheet as assets. Fannie acquired
many of the tax credits through fi-
nancing of low-income-housing de-
velopments.

By writing off the tax credits, the
company is acknowledging that the
worst housing downturn in decades
is showing no signs of letting up. In
its earnings report, the company
said it concluded as of Sept. 30 that
“it was more likely than not” that it
won’t produce enough taxable in-
come in future quarters to realize
the full value of those tax credits.
Critics have long argued that Fannie
would have to write down the tax
credits. A spokesman said the com-

Please turn to page 35
Money & Investing > Page 21

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8870.54 -73.27 -0.82
Nasdaq 1616.74 -30.66 -1.86
DJ Stoxx 600 220.96 +1.36 +0.62
FTSE 100 4403.92 +38.96 +0.89
DAX 5025.53 +87.07 +1.76
CAC 40 3505.75 +36.63 +1.06

Euro $1.2807+0.0016 +0.13
Nymex crude $62.41 +1.37 +2.24
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The government has
bought Jeffrey Immelt some
valuable time.

But will General Elec-
tric’s chief executive use it
to radically restructure the
balance sheet of GE Capital,
the company’s $680 billion
finance business?

Right now, one of the
big reasons GE’s shares
trade around 11-year lows is
that investors need to be
convinced that GE Capital’s
borrowings can be recast so
that the unit can fund itself
smoothly amid rocky credit
markets.

GE Capital’s heavy use of
a type of short-term debt
called commercial paper
seemed to make sense when
times were good, but it left
the unit exposed when in-
vestor demand for corpo-
rate debt recently dried up.

Seeing investors step
back, the Federal Reserve
last month set up a special
vehicle to buy CP. GE has reg-
istered to sell as much as
$98 billion of CP to the gov-
ernment.

Also, GE Capital may
soon be able to gain access
to the government guaran-
tee on new debt issuance
that banks now enjoy. With

$66 billion of debt matur-
ing next year, according to
Barclays Capital, that guar-
antee could give GE Capital
breathing room to sort out
its balance sheet.

But any restructuring by
the company needs to be
big—and to happen soon.
Even with the debt guaran-
tees in place, the market is
showing little tolerance for
financials that try and hang
on to outdated business
models.

That impatience pre-
sents a big dilemma for Mr.
Immelt. GE shows every
sign of wanting to hang on

to at least a modified ver-
sion of GE Capital’s whole-
sale finance model. This ap-
proach, which GE could ex-
ploit in good times because
of its triple-A rating, relies
on easy access to market
funding and downplays the
need for bank deposits, a
more stable funding source.

Acknowledging the reali-
ties of the crunch, GE is plan-
ning to cut CP and increase
deposits. But if it doesn’t go
far enough adapting its ap-
proach, GE risks getting
brusque treatment from the
markets. And as things
stand, GE’s plans probably
don’t go far enough.

By the end of this year,
the company aims to reduce
CP to $80 billion from $88
billion at Sept. 30, and
wants it to be between 10%
and 15% of total borrowings
“going forward.”

Given that it is currently
just over 16% of its $536 bil-
lion in total borrowings, GE
Capital would have to slash
CP by up to $34 billion to
get it to the lower end of
that range. That’s a lot of
debt to find elsewhere right
now. GE Capital can pay
some of it down with cash
it generates from allowing

loans to roll off. And it does
have backup credit lines, as
well as assets it can borrow
against, but those two
moves could be expensive
and weigh on GE’s credit rat-
ing.

One option would be for
GE to put more emphasis on
funding from deposits, a
move credit investors would
likely cheer. One unique,
bubble-era feature of GE
Capital was that it used de-
posits for a very small share
of its funding—a mere 6.4%
of financial assets.

At Wells Fargo, which
also has a triple-A rating,
two thirds of financial assets
are funded with deposits.

It could take many
months to boost deposits
meaningfully through GE’s ex-
isting banking subsidiaries.
As a result, buying a large
bank might be an option,
though that would be a big
change of direction—and
may mean large parts of GE
have to operate as a Fed-regu-
lated bank holding company.

But even this approach
may not be a quick solution,
since the acquired deposits
would be needed, at least
initially, to help fund the ac-
quired bank’s assets.

—Peter Eavis

Spanish banks feel heat
Banco Santander is pil-

ing on the pressure. Rival
Spanish banks may protest
they don’t need to follow its
example and raise capital,
but that’s just what
Santander said less than
two weeks ago.

As recently as the end of
October, Santander said it
was comfortable with a core
Tier 1 ratio of 6.3%. Monday,
in a volte-face, Santander an-
nounced a Œ7.2 billion ($9.2
billion) rights issue. By rais-
ing capital on its own terms,
Santander avoids state inter-
vention along the lines of
the U.K.’s bailout of Royal
Bank of Scotland Group and
HBOS—and the restrictions
that come with it.

After the capital hike,
Santander’s core Tier 1 ratio
should exceed 7%. That puts
the spotlight on its domes-
tic peers, which are leanly
capitalized compared with
their European rivals. The
recent round of capital-rais-
ing and state bailouts has
seen many European banks’
core Tier 1 ratios head to-
ward double figures. The ra-
tio of Banco Bilbao Vizcaya
Argentaria, Spain’s second-
largest bank, was just 6.4%
at the end of October. Ana-
lysts expect Banco Sa-

badell’s to be little better, at
6.5%, by the end of the year.

That’s a worry as the
Spanish economy heads into
recession. Nonperforming
loans are closely correlated
with unemployment levels,
and about 12% of the coun-
try’s work force is already
jobless, up from 8% in 2007.
In September, Santander

saw its Spanish nonperform-
ing-loan ratio surge to 1.5%
from just 0.5% a year earlier.

A rise in nonperforming
loans will require banks to
make greater provisions, eat-
ing into their capital bases
at a time when earnings are
also squeezed. With no hope
of an economic recovery on
the horizon, it is only a mat-
ter of time before other
Spanish banks follow
Santander’s example. The
longer they wait, the more
expensive it is likely to be.

—Sean Walters

China’s labor market tightens
Job search gets grim
in area once known
for worker shortages

GE Capital needs to find funds

By Ditas Lopez

SINGAPORE—Fitch Ratings low-
ered the outlooks of South Korea
and three other emerging countries
to “negative” from “stable” and cut
the sovereign ratings of four others.

The agency said the Korea revi-
sion was rooted in issues involving
the country’s banking system. Over-
all, it said the revisions announced
Monday reflected concern about
the impact from recession in the
world’s largest economies, lower
commodity prices as well as re-
duced capital and financial market
flows.

The four nations whose sover-
eign ratings were cut were Bulgaria,
Kazakhstan, Hungary and Romania.

“The profound shift in the global
economic and financial outlook
pose significant real economy and
policy challenges for emerging mar-
kets,” David Riley, head of Global
Sovereign Ratings Group at Fitch,
said following a review of 17 major
emerging-market economies.

Along with South Korea, Fitch
also revised down the outlooks on
the ratings of Mexico, Russia and
South Africa to negative from sta-
ble.

Emerging Europe is the most vul-
nerable emerging-market region
due to the presence in many coun-
tries of large current-account defi-
cits and relatively high levels of
short-term external debt, Fitch
said.

Countries with huge current-ac-
count deficits are more susceptible
to reduced capital and financial mar-
ket flows.

Fitch pares back
ratings outlook
on South Korea

With a higher
core Tier 1 ratio,
Santander could
pressure rivals.

Losing steam
Change from a year earlier in the 
monthly value of exports from 
Guangdong province, China

Source: Statistics Bureau of Guangdong
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By Norihiko Shirouzu

DONGGUAN, China—Workers
have long flocked to southern China
for plentiful manufacturing jobs in in-
dustries that offer better pay than
farmwork.Now,theyare finding them-
selves in an unusual jam: lining up for
increasingly scarce employment.

On a recent Saturday, Dongguan
was rife with trademarks of a thriv-
ing southern China city, with smog-
choked skies and cars honking in
traffic. But in the midst of the bus-
tling scene some 2,000 people,
many of them newly out of work,
were trying to land jobs at an out-
door employment fair in front of the
city’s railway station.

Most were victims of a severe slow-
down in China’s toy, textile and plas-
tics industries. “It’s very difficult to
find jobs these days; people worry a
lot about the future,” said Li Wuhui, 28
years old, who was fired a few weeks
ago from his job as a sales manager at
a factory that makes capacitors.

As the global slowdown weakens
demand for China’s exports, signs of
weakness are spreading. Bankrupt-
cies and unemployment are grow-
ing throughout southern China, one
of the main manufacturing zones.

China’scustoms agency recently re-
ported that half of China’s toy export-
ers that it tracks—some 3,600 compa-
nies—were driven out of the market in
the year’s first seven months. Most of
those were in and around Dongguan,

often called the toy-making capital of
the world. Among the fallen is Hong
Kong-listed Smart Union Group Hold-
ings Ltd., which filed for bankruptcy
last month and shuttered its two facto-
ries in Dongguan, leaving 6,500 work-
ers unemployed.

It isn’t clear whether all of the
companies were driven out of busi-
ness by softening sales. Govern-
ment policies, set in motion before
the current slowdown, were de-
signed to upgrade the economy and
improve living conditions, but have
raised costs for employers in labor-
intensive industries.

Official unemployment data in
China are unreliable because govern-
ment agencies don’t tally workers
who aren’t registered with local gov-
ernments. In places like Dongguan,
unregistered migrant workers com-
prise a huge share of the work force.

By early spring, according to the
Dongguan Association of Foreign-in-
vested Enterprises, 9,000 factories
could shutter their operations in
Guangdong, the province that in-
cludes Dongguan, resulting in more
than 2.7 million new job losses.

Higher prices for energy and raw
materials have driven up costs. The
Chinese currency has appreciated,
which tends to make Chinese-pro-
duced goods more expensive over-
seas. Tougher enforcement of envi-
ronmental-protection policies has
raised costs, as has a new labor law
that makes it harder for companies
to lay off workers and forces employ-
ers to pay for more benefits.

Early this year, those trends al-
ready were prompting manufactur-
ers—especially those from over-
seas—to ditch China for certain
types of manufacturing, and shift to

Vietnam, Cambodia, Bangladesh or
Mexico. Since September, global eco-
nomic turmoil has exacerbated the
worsening business environment.

“The situation could bring huge
threats to both mainland China’s
economic development and social
stability,” said Liang Weihao, presi-
dent of the Dongguan association. “I
don’t see any sign of a quick recov-
ery in the next 12 months.”

Rising unemployment has huge
potential ramifications for China’s
government. Beijing has sought to
grow its economy rapidly in recent
decades, in part by encouraging ex-
ports, in order to soak up huge popu-
lation flows from rural areas to cities.

The policy was so successful that
officials saw an opening in the past
two years to upgrade China’s indus-
trial base toward more high-tech
products, despite the short-term dis-
ruptions that shift might cause.

Officials didn’t foresee the sud-

den slowdown triggered by the cur-
rent global financial crunch. The
slump has raised fears among gov-
ernment policy makers that large-
scale factory closures could lead to
widening unrest. It also could stall
the rise in prosperity that has under-
pinned support for the ruling Com-
munist Party since economic re-
forms started 30 years ago.

GST Autoleather, a maker of auto-
motive leather products from South-
field, Mich., recently terminated Chi-
nese production of leather products
for Japan’s Honda Motor Co. GST
sent the production, about $11 million
annually, to its facilities in Mexico.

China’s export-tax refund rates
may go still lower. “It certainly forces
us to take a look at shifting more pro-
duction out of China” and into coun-
tries such as Vietnam and Thailand,
said Joe Cooley, vice president of sales
for GST’s Chinese unit in Shanghai.

By year end, Japanese digital cam-
era maker Olympus Corp. plans to be-
gin producing its lower-end digital-
camera lenses and lens-and-zoom
units in Vietnam instead of its Chi-
nese factories in Shenzhen and Guang-
zhou. The company made the change
in part because of rising costs in
China, according to Kazuya Abe, a se-
nior Olympus executive in Shenzhen.

At the job fair in Dongguan, Zhou
Fang, a human-resources manager
for an electronics factory, took in 20
résumés from engineers during the
three-hour fair, 18 of which she said
came from people who recently lost
jobs. “Just a year ago, wages were
rising steadily as we grappled with
labor shortages,” Ms. Zhou said.
“Now, there are so many people
available.”
 —Gao Sen, Kersten Zhang

and Sue Feng
contributed to this article.
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point to deeper recession
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By Sara Schaefer Muñoz

LONDON—HSBC Holdings PLC
said more U.S. consumers fell be-
hind on their credit-card, home-eq-
uity and other loans in the third
quarter, in a fresh sign of the trou-
bles facing big lenders already han-
dling collapsing mortgages.

The London bank’s U.S. con-
sumer-finance services reported
loan impairments totaling $4.3 bil-
lion, up by 700 million since the sec-
ond quarter.

HSBC Finance Corp., the bank’s
large personal-finance business in
the U.S., has struggled since late
2006 with souring mortgage loans,
making the bank one of the first to
highlight problems in the mortgage
industry. On Monday, HSBC said
mortgage delinquencies were level-
ing off, but the bank painted a
gloomy picture for the consumer
portfolio of credit cards and unse-
cured personal loans that are sensi-
tive to an economic downturn.

The bank estimated in a U.S. secu-
rities filing that the slowdown in
the housing market will continue to
affect housing prices into 2010.

“Current trends point to a fur-

ther deterioration in the near term
to medium term,” HSBC Chief Execu-
tive Michael Geoghegan said Mon-
day. “Recovery depends on the suc-
cess of further economic stimula-
tion, which is likely to take some
time to take effect.”

Parent HSBC Holdings doesn’t re-
port detailed quarterly results, al-
though its U.S. consumer arm does.
The U.K. parent is scheduled to re-
lease 2008 results in early March. It
said its third-quarter, pretax profit
was ahead of the year-ago period,
thanks largely to growth in Asia.

HSBC, which has a large commer-
cial and retail presence in emerging
markets, has fared better than many
rivals amid the global financial tur-

moil. It declined government aid
when the U.K. announced its bank-
ing rescue package last month, and
hasn’t needed to raise capital from
shareholders this year.

While the bank was one of the
first to run into problems with
subprime mortgages, it didn’t have
a large business packaging or trad-
ing financial products structured on
such mortgages, something that has
helped it weather later stages of the
financial crisis.

Its share price hasn’t lost as
much value as rivals’ have. HSBC
stock has fallen by about 13% from a
year earlier, while Royal Bank of
Scotland Group PLC’s stock has
fallen some 85% and Barclays PLC
has lost more than 60% in the same
period. The bank’s share price
closed down 1% Monday at 735.50
pence.

HSBC, in an update Monday, at-
tributed its profit in the third quar-
ter to continued growth in Asia and
its “robust” retail business in Eu-
rope. The bank recently made acqui-
sitions in Asia, including the $607
million purchase of a controlling
stake in one of Indonesia’s banks.

While the region is seeing signs
of a slowdown, “the fact is, it is fun-
damentally strong,” Mr. Geoghegan
said.

The bank’s U.S. consumer-fi-
nance unit continues to weigh on its
results. To shore up the unit’s fi-
nances, HSBC put $1.3 billion into
the operations in the third quarter.

By Paul Hannon

LONDON—European economies
are sliding deeper into recession,
with retail sales falling in Britain and
factory output declining in Italy and
France.

Europe’s central banks are al-
ready cutting interest rates in an ef-
fort to support growth. As the eco-
nomic outlook worsens, a growing
number of governments are also
considering fiscal stimulus pack-
ages like those the U.S. and China
have announced.

Figures released by the British Re-
tail Consortium showed U.K. same-
store retail sales for October were
down 2.2% from the same month last
year, while total sales—including
those from new stores—were down
0.1%, the first decline sinceApril 2005.

“These are seriously poor num-
bers, especially in the run-up to
Christmas,” said Stephen Robert-
son, the BRC’s director general.

The figures suggest the U.K. econ-
omy is on course, in the final three
months of the year, to contract for
the second straight quarter. The
Bank of England and the govern-
ment have already said the econ-
omy is in recession.

Elsewhere in Europe, economies
are also weakening. On Monday,
French national statistics agency In-
see said industrial production in Sep-
tember was 0.5% lower than in Au-

gust as car, construction, energy and
intermediary goods production
dropped. In Italy, the decline was
much larger, with industrial produc-
tion falling 2.1% from August, down
5.7% from September 2007.

Those declines, along with a
drop in German industrial produc-
tion in data released last week, sug-
gest the euro-zone economy con-
tracted in the third quarter, having
also shrunk in the second quarter.

Economists said it is now likely
thatgovernments willcut taxes orin-
crease spending. Germany’s cabinet
last week approved a stimulus pack-
age totaling around Œ23 billion ($30
billion).

But such efforts will take time to
bear fruit. “Almost everywhere in the
euro zone, governments are busy
drawing up fiscal stimulus packages
butthesealsomaynothaveanymean-
ingful impact on the real economy be-
fore well into 2009,” said Gilles Moec,
an economist at Bank of America.

According to a monthly survey
published by the Royal Institution
of Chartered Surveyors, sentiment
in the housing market rose slightly
in October, while remaining close to
historic lows. However, the level of
transactions fell to a new low for the
series, which began in 1978.
 —Ilona Billington,

Joe Parkinson
and Nicholas Winning

contributed to this article.
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Lawrence Summers, a possible
choice of Treasury secretary for
President-elect Barack Obama, won
the John Bates Clark Medal in 1993.
An Economy & Politics article in the
Nov. 10 edition incorrectly identi-
fied the economics prize as the John
Clark Bates Medal.
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GM stock sinks 26% on doubts about auto maker’s liquidity

Source: Fannie Mae

Vulnerable spots
Percentage of loans backed by
Fannie Mae that are 90 days or
more overdue.

0.42
2.14

0.3
1.44

0.99%
4.37%

1.22
1.86

0.74
3.08

Arizona

California

Florida

Michigan

Nevada

Ohio
1.6

2.19

20072008
September 30

Swiss court expresses suspicion in Alstom bribery probe

Fannie Mae loses $29 billion, may need U.S. cash infusion soon
pany isn’t granting interviews.

Howard Shapiro, an analyst at
Fox-Pitt Kelton Cochran Caronia
Waller in New York, called the
losses “a form of housecleaning” by
Fannie’s new chief executive, Her-
bert Allison, who is moving quickly
to clean up the company’s books
while also responding to pressure
from the Treasury Department to
support the housing market by pur-
chasing mortgages.

Mr. Allison was installed in early
September by Fannie’s regulator,
the Federal Housing Finance
Agency. Mr. Shapiro noted that Fan-
nie and Freddie are no longer “being
run for profit” but rather as instru-
ments of government policy aimed
at propping up the housing market.

Fannie’s loss for the latest quar-
ter worked out to $13 a share. A year
earlier, Fannie surprised investors
with what then seemed like a huge
loss of $1.4 billion, or $1.56 a share.

Federal regulators in early Sep-
tember took control of the manage-

ment of Fannie and Freddie under a
legal process known as conservator-
ship, citing the risk that default-re-
lated losses would wipe out their
thin layers of capital. At the time,
the Treasury pledged to provide as
much as $100 billion of capital to
each company if needed.

Fannie said its net worth, or as-
sets less liabilities, totaled $9.4 bil-
lion as of Sept. 30, down from
$41.4 billion three months earlier.
To remain in business, Fannie would
need funding from the Treasury if
its net worth fell below zero. Fannie
said that may happen “if current
trends in the housing and financial
markets continue or worsen.”

Fannie and Freddie are still
owned by private-sector sharehold-
ers, but the Treasury, in return for
agreeing to provide capital if
needed, in September obtained war-
rants allowing it to acquire stakes of
79.9% in the companies for a nomi-
nal sum. Because of expectations
that there will be little value left for
other shareholders, the companies’

share prices have collapsed in re-
cent months.

In midafternoon New York Stock
Exchange trading Monday, Fannie

shares were at 70 cents apiece, down
four cents. The company’s shares
traded at a 52-week high of $50.44
last Nov. 14. Freddie Mac shares
were at 85 cents Monday, down one
cent. Its 52-week high was $45.85,
also on Nov. 14, 2007. Freddie hasn’t
set a date for releasing third-quarter
results, a spokesman said.

Fannie is struggling to sell fore-
closed homes as their prices drop.
Its inventory of single-family fore-
closed homes on Sept. 30 was
67,519, up from 54,173 three months
earlier and 33,729 at the end of
2007. Net sales prices for foreclosed
homes fell to an average of 70% of
the unpaid loan balance in the latest
quarter from 78% in 2007 as a
whole.

More and more borrowers are
falling behind as job losses prevent
some from paying and falling home
values discourage others from try-
ing. At the end of the latest quarter,
nonperforming loans totaled $63.6
billion, or 2.2% of mortgages guaran-
teed by Fannie, up from 1.6% as of

June 30. Loans generally are classed
as nonperforming when payments
are three months or more overdue.

California accounted for about
31% of Fannie’s single-family credit
losses in the third quarter, while
Michigan accounted for 11%, Florida
for 10% and Arizona for 9%. About
4.4% of single-family loans backed
by Fannie in Florida were 90 or
more days overdue, compared with
1.4% in California and a national av-
erage of 1.7%.

Fannie and Freddie buy home
loans from lenders and bundle them
into securities, many of which are
sold to other investors. Fannie and
Freddie collect fees for guarantee-
ing that payments will be made on
those loans, and take losses when de-
faults occur. As Fannie and Freddie
have faltered in recent months, a
rapidly growing share of U.S. mort-
gage lending is being insured by the
Federal Housing Administration,
which insures lenders against the
risk of default on loans that meet
FHA standards.

Continued from first page

company’s liquidity and how little
faith the market has in the benefits
that a government bailout would
have for shareholders. Another prob-
lem with the potential bailout, Mr.
Embersits added, is that it may cause
foreign auto makers to ask their gov-
ernments for similar aid. If this oc-
curs, it could wash out the benefits
of any aid to GM.

GM on Friday posted a net loss of
$2.5 billion in the third quarter and
said it had run through $6.9 billion in
cash, leaving it with only a thin cush-
ion between its current cash re-
serves and the minimum funding re-
quirements for day-to-day opera-
tions. The auto maker said it is scram-
bling to find $5 billion more in cost
cuts and it is seeking to raise new fi-
nancing from banks, private inves-
tors and through a government res-
cue.

Barclays Capital cut its rating on
GM to “underweight” from “equal-

weight,” saying the company will
probably burn through its existing
cash by February, necessitating a
bailout that is likely to come at a big
cost to existing shareholders.

“While further government assis-
tance would decrease the likelihood
of a GM bankruptcy, we believe any
government assistance would likely
significantly dilute GM’s equity,” ana-
lysts at Barclays Capital said.

UniCredit said GM faces an immi-
nent cash crisis. It said that, by ex-
trapolating the average monthly
$2.3 billion cash burn of the last 12
months into the future, without gov-
ernment intervention, GM will com-
pletely run out of cash by the end of
April. UniCredit maintained its sell
recommendation on GM bonds,
given the risk of a liquidity crisis at
the company in the near future and
the further declining recovery val-
ues for senior unsecured bondhold-
ers.

The auto-industry crisis is forc-

ing a broader debate over how far
the U.S. government should go to
prop up ailing industries. House
Speaker Nancy Pelosi of California
and Senate Majority Leader Harry
Reid of Nevada, in a letter Saturday,
formally requested that Treasury
Secretary Henry Paulson consider
giving “temporary assistance to the
auto industry” using money origi-
nally appropriated to shore up the
banking system.

The Democratic lawmakers said
federal aid should come with “strong
conditions,” such as requirements
that car makers build more fuel-effi-
cient vehicles and equity stakes for
the government so taxpayers could
profit if the companies recover.

Senior economic advisers to Pres-
ident-elect Barack Obama said he
broadly backs the appeal by Mrs.
Pelosi and Mr. Reid, calling the auto
industry “the backbone of American
manufacturing.”

So far, the administration has

balked at pleas from auto makers
and their allies on Capitol Hill to use
money from the Treasury's $700 mil-
lion Troubled Assets Relief Program,
or TARP, to help companies outside
the financial sector.

“It was not set up for anything
else,” said Bush spokesman Tony
Fratto. He said the only assistance au-
thorized by Congress for the auto in-
dustry is a $25 billion loan package
meant to help the industry retool to
meet higher fuel-economy stan-
dards.

Auto-industry officials and allies
are concerned that the rules govern-
ing the retooling loans are too strict,
requiring that companies accepting
the money meet standards of “viabil-
ity”—which might exclude money-
losing GM, Ford Motor Co. and
Chrysler LLC.

GM warned Friday that it might
not have enough cash to operate its
business by the middle of 2009. Tap-
ping into the $700 billion would be

the fastest way to inject government
cash into the sector, since doing so
wouldn't require action by Congress.

Detroit auto executives told top
lawmakers last week that the col-
lapse of one or more of their compa-
nies would have economywide conse-
quences, putting as many as three
million jobs at risk.

Continued from first page
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of prosecutors, who told the court the
risk he posed to their collection of evi-
dence had abated. Mr. Kälin is the
only person charged in the case, al-
though prosecutors say they are in-
vestigating other unnamed people
suspected of acting on behalf of Als-
tom.

Mr. Kälin couldn’t be reached for
comment.Hislawyerdeclinedtocom-
ment for this article.

Prosecutors allege that Alstom
employees channeled bribes valued
at 70 million Swiss francs, or
roughly $60 million, a year through
a Swiss subsidiary, disguising the
payments as “consultancy fees.” Als-
tom denies that allegation. An Als-
tom spokesman said the company is
a victim of any illegal activity that
took place, and isn’t named as a sus-
pect in the case.

In a separate ruling last month
on an Alstom lawsuit demanding ac-
cess to prosecution evidence, the
same panel of judges said Swiss
prosecutors behaved appropriately
in raiding Alstom’s offices in Swit-
zerland.

The “seizure of documents as evi-
dence is a suitable and necessary

method of ensuring the purpose of
the investigation given the level of
suspicion,” according to a copy of
their verdict, which was released
late last month.

The verdicts provide the first in-
dependent assessment of some of
the evidence in a four-year-old
Swiss investigation of alleged
money laundering and bribery at Al-
stom. No charges have been brought
against the company, and the judg-
es’ rulings on narrow procedural
matters don’t address the broader
issue of the innocence or guilt of Mr.
Kälin, a question that would require
a full trial under Swiss criminal-
court procedure.

An Alstom spokesman said the
Swiss allegations remain unproven.

Swiss investigators began their
probe of alleged Alstom bribe pay-
ments in 2004, focusing initially on
the 1995-2003 period. In recent
months, however, they have ex-
panded the probe to include pay-
ments they allege were made as re-
cently as this year, according to the
October verdict. An Alstom spokes-
man declined to comment on specif-
ics of the investigation.

A Swiss prosecution spokes-

woman said the investigation con-
tinues against one named suspect
and other unnamed people associ-
ated with Alstom. Alstom lawyers
said Mr. Kälin is the named suspect.

A prosecution spokeswoman said
Alstom lawyers have filed motions
to seal files seized during an Aug. 21
police search of Alstom offices. An Al-
stom defense attorney said the com-
pany is simply exercising its legal
rights under Swiss criminal law.

The October ruling focused on a
petition from Alstom for copies of
company documents seized by Swiss
prosecutors as possible evidence. Als-
tom lawyers said the company needs
the records in order to pay third-
party business consultants. Swiss
prosecutors contested the petition.

The court sided with Alstom,
writing that the “seizure of evi-
dence is not intended to force a com-
plete halt of payments, and thereby
shut down business operations.”
The court ordered prosecutors to
provide Alstom with copies of the
seized documents, according to the
verdict.

A prosecution spokeswoman de-
clined to comment on the verdict.
An Alstom spokesman noted the rul-

ing favored Alstom.
The verdict summarizes both

prosecutors’ allegations and the re-
sponse by Alstom lawyers. Prosecu-
tors allege Alstom officials paid
more than 500 million Swiss francs,
or around $400 million at today’s ex-
change rate, to business consultants
during the period under investiga-
tion through an Alstom subsidiary,
based on “sham consulting con-
tracts and falsified invoices,” ac-
cording to the allegations summa-
rized in the verdict.

“A major portion of these pay-
ments must be considered suspi-
cious,” prosecutors allege, accord-
ing to the verdict.

Alstom attorneys said the pay-
ments were legitimate compensa-
tion for “feasibility studies, legal
analysis, environmental studies,
background checks of contract part-
ners, and as retainers,” the verdict
said.

Prosecutors allege that a large
share of these transactions are sus-
picious based on evidence that pros-
ecutors claim will prove that money
was paid to foreign officials, includ-
ing payments for projects in Italy,
Zambia and Mexico.

Prosecutors allege that between
January 2001 and April 2003, bribes
of around Œ1 million ($1.28 million)
were sent via different offshore com-
panies to an official in Zambia. The
payments were routed via a trustee
in Switzerland and an offshore com-
pany in Panama, according to a pros-
ecution statement summarized in
the verdict.

According to the October ver-
dict, Alstom lawyers didn’t respond
to the prosecutors’ assertion that
they had found evidence of suspi-
cious activity at Alstom’s Swiss sub-
sidiary. Nor did Alstom lawyers ad-
dress the prosecutors’ linking of the
seized evidence to suspected crimes
allegedly committed by Mr. Kälin,
the court said in its verdict. Instead,
Alstom lawyers addressed the nar-
row legal issues governing access to
evidence to support their position
in the lawsuit. They argued Alstom
hasn’t been charged with a crime
and is the owner of the contested ev-
idence, according to the court’s sum-
mary of Alstom’s filings in the Octo-
ber verdict.

An Alstom spokesman declined
to comment on the specific allega-
tions mentioned in the verdicts.

Continued from first page
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Santander to raise cash
Surprise rights issue
totaling $9.2 billion
is a bow to pressure

Bulking up
Santander has bought up banks around the globe

Source: the company

     Date Name (Country)

Oct. 2008 Sovereign Bancorp. (U.S.) Bought 75% of shares it did not already  
own for $1.9 billion

Sept. 2008 Bradford & Bingley (U.K.) Bought branches from lender for
£408 million

July 2008 Alliance & Leicester (U.K.) Bought lender for £1.3 billion

Oct. 2007 Banco Real (Brazil) Took over bank as part of a three-way
deal to buy ABN Amro with Barclays
and Fortis. Cost: around  Œ10.8 billion

July 2004 Abbey National (U.K.) Took over lender for £9.5 billion

LEADING THE NEWS

By Takashi Nakamichi

TOKYO—Japanese machinery or-
ders posted their largest drop in a
decade in the third quarter, the gov-
ernment said. Japan also said it ex-
pects a modest pickup in the near-
term, reinforcing fears that capital
spending won’t be able to rescue the
economy from its current situation.

Core orders—a gauge of future
business investment—tumbled a sea-
sonally adjusted 10.4% in the quarter
ended Sept. 30 from the previous
quarter, the cabinet office said.

An official said the decline was
the first in five quarters. It was also
the biggest since a 10.4% fall in the
April-June period in 1998.

Separately, a survey of econo-
mists found Japan’s economy barely
grew in the July-September quarter
as slowing growth abroad continued
to take a toll on the country’s export-
dependent economy. Falling demand
for Japanese products is weighing on
the world’s second-largest economy.

Machinery orders
in Japan dropped
in third quarter

By Thomas Catan

And Christopher Bjork

MADRID—Banco Santander SA
announced aun unexpected Œ7.2 bil-
lion ($9.2 billion) rights issue, bow-
ing to market pressure on Spain’s
biggest bank to strengthen its capi-
tal reserves following a string of ac-
quisitions in Britain and the U.S.

Santander said its decision to
raise cash was unrelated to any hid-
den losses or future acquisitions. In-
stead, it cited “higher expectations
in the current economic environ-
ment.”

In recent months, many Euro-
pean banks have received capital in-
jections from governments or
raised new cash through rights is-
sues. This has raised the bar on
what investors consider to be ade-
quate capital ratios—the cash cush-
ions that banks maintain against un-
expected losses.

Until now, Santander has said
that its Tier 1 core capital ratio of
6.3%, which has remained broadly
stable the past three years, was suffi-
cient. Santander said Monday the
yardstick by which banks are judged
had changed because of the finan-
cial crisis. As a result, the bank said
it would raise that ratio to 7%.

“A drastic change [has occurred]
in the banking sector,” Santander
Chief Financial Officer Jose Antonio
Alvarez said in a presentation. “We
have taken the decision to operate
with higher capital ratios within an
environment of greater uncertainty
and a market demand for higher cap-
ital ratios in the financial industry.”

The announcement hurt the com-
pany’s shares, which fell 5%. But sev-
eral analysts viewed it as a prudent
decision that didn’t signal any prob-
lems at the bank.

“Santander’s rights issue has
been taken negatively by the equity
market, but we think it is good news
on the credit side,” wrote research

firm CreditSights. “Although it may
be unfair that some northern Euro-
pean banks now have 10% or better
Tier 1 ratios after government inter-
vention, the southern Europeans
can’t keep resisting the trend to-
ward higher ratios.”

Santander will issue one new
share for every four in circulation at
a discounted price of Œ4.50 a share
in a fully underwritten transaction.
The rights issue is equivalent to
around 14% of the bank’s market
value before the deal was an-
nounced.

Santander had originally
planned to raise cash from the sale
of its insurance and asset-manage-
ment units and its stake in Spanish
oil refiner Compania Espanola de
Petroleos SA. However, the bank
has now shelved some of these
planned sales because of market

conditions.
Some analysts questioned

whether the sudden rights issue
would damage Santander’s credibil-
ity, because the bank said as re-
cently as Oct. 29 that it had no need
to raise additional cash.

Santander is the first Spanish
bank to raise fresh capital as a result
of the global financial crisis, prompt-
ing questions about whether other
Spanish banks will have to follow suit.
If any banks do decide to follow the
same route as Santander, they could
have problems selling even dis-
counted shares in an increasingly
crowded market. An ally of
Santander, Royal Bank of Scotland
Group PLC, also is seeking to tap inves-
tors, and other European banks may
be forced to sell shares to boost capi-
tal levels.

Spain’s second-largest bank,

Banco Bilbao Vizcaya Argentaria
SA, said it didn’t need to raise new
capital and highlighted its differ-
ences with the acquisitive
Santander. “We are very comfort-
able with our capital position and
have no need to go to the markets to
raise resources,” BBVA said in a

statement.
Santander has used its relatively

strong position during the crisis to
buy up struggling banks, including
Alliance & Leicester PLC and Brad-
ford & Bingley in the U.K. It also
bought the 75% of U.S.-based Sover-
eign Bancorp it didn’t already own.
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Heir lands in middle of a shrub scandal
Endangered bushes
were moved, causing
a growing dispute

By Ianthe Jeanne Dugan

CHILMARK, Mass.—You can’t
even pick up stones on the beach
here. Posted signs say it is a crime.
So imagine the uproar on Martha’s
Vineyard when huckleberry bushes
and viburnum shrubs vanished
from a nature preserve last spring.
Dozens of trees were uprooted from
a sanctuary in a nearby town, too.
The plants, it turns out, had been
carted off to the roughly five-hect-
are West Tisbury estate of Dirk Ziff,
a New York investor and heir to a
publishing fortune.

The shrubbery’s journey sparked
an investigation by the state, which
determined that the guardians of the
preserves—not Mr. Ziff—were to
blame. The guardians, the Sheriff’s
Meadow Foundation, had barter ar-
rangements with landscapers and in
this case failed to get permission
from the state to move the plants.
That violated state laws designed to
protect the habitats of rare and en-
dangered species. A settlement is in
the works between the foundation
and the state to repair the damage.

Mr. Ziff, 44 years old, says he
didn’t know the plants were coming
from the preserve until after the
project was under way, according to
people familiar with his thinking.
When he found out, he was assured
by his landscaper that the removal of
the plants was helping conservation
efforts.

Thesituationhasbrought uncom-
fortable attention to the publicity-
shy Mr. Ziff, whose net worth was es-
timated by Forbes magazine this
month at $3.7 billion. He and his two
brothers founded Ziff Brothers In-

vestments in the 1990s, after the
$1.4 billion sale of their family’s Ziff-
Davis publishing empire. They in-
vested in various public and private-
equity ventures, including hedge
funds. The family fortune was esti-
mated byForbes at more than$10 bil-
lion.

Mr. Ziff is known as a low-key phi-
lanthropist, who on Martha’s Vine-
yard has contributed to a hospital,
YMCA, museums—and a modest
amount to the Sheriff’s Meadow
Foundation. He is a vice chairman of
New York City public broadcaster
Channel 13/WNET andof the Robin
Hood Foundation, a large New York
philanthropy, and has been a major
Democratic donor.

“It’s so stunning this could hap-
pen,” says Sally Lasker, who lives on
95 hectaresnext to the Ziff property.
Some families of property donors
complained to Sheriff’s Meadow.
“They wanted this to be preserved,”
Ms. Lasker says. “That’s why they
call them preserves.”

The fuss is an embarrassment for
the Sheriff’s Meadow Foundation.
Founded in 1959 by the late Henry
Beetle Hough, editor of the Vineyard
Gazette, it oversees over 1,000 hect-
ares of conservation land, much of it
donated by private landowners.

For years, Sheriff’s Meadow has
made loose arrangements with land-
scapers to help care for its proper-
ties and get rid of trees and shrubs to
maintain the balance of native habi-
tats. It holds an annual “Free Tree
Day,” inviting the public to dig up
young cedars. It has long bartered
with contractors to take certain
greenery in exchange for services,
suchas mowing. That is what it did in
this case. Now, with a new director in
place, the foundation’s policy has
been changed.

Trudging through Chilmark’s
25-hectare Priscilla Hancock
Meadow, which the foundation over-
sees, the new director, Adam Moore,

explains that the group had been
aiming to nurture native grass-
lands. Mr. Moore stops at a patch of
bare sand where the huckleberry
bushes used to be. Also missing, Mr.
Moore says, is some Nantucket shad-
bush, a rare tree.

At the 62-hectare Caroline Tu-
thill Preserve in Edgartown, from
which trees were removed, the foun-
dation was trying to restore an open
meadow.

Mr. Ziff wanted to devote an area
of his property strictly to native
plants, re-creating what the vine-
yard was like before it was inhab-
ited, according to the people close to
him.

It is a trend gaining momentum
on Martha’s Vineyard. Planning offi-
cials encourage that because the
plantings prevent erosion, form hab-
itats for wildlife and migratory
birds and require less watering.

But an official list of plants
warns, “As a general rule, do not

transplant from
natural settings.
Native plants are
increasingly avail-
able in nurser-
ies.”

John Hoff, Mr.
Ziff’s landscaper,
and the founda-
tionmadeaninfor-
mal deal. Then he began removing
the plants with the foundation’s con-
sent. In all, 33 trees, mostly pitch
pines and some cedars, were re-
moved from the Caroline Tuthill pre-
serve,usinghuge machinesthatdam-
aged the property, Mr. Moore says.
At Priscilla Hancock, the shrub re-
moval left some holes on about one
hectare, according to Mr. Moore.

Mr. Hoff didn’t return calls seek-
ing comment.

Mr. Hoff had assured Mr. Ziff
that this was a “win-win,” people fa-
miliar with the situation say. If he
hadn’t taken the trees, they would

have been cut down.
But the preserves, as well as part

of the Ziff property, are designated
“priority habitat,” homes to rare
species, including birds, moths and
plants. Any work that may disturb
the habitat, from construction to re-
moving plants, must be approved by
a state agency that enforces the Mas-
sachusetts Endangered Species Act.

“Priority habitat” applies to
about three-quarters of Martha’s
Vineyard, an 87-square-mile island
off Cape Cod. The foundation failed

to get permission and
didn’t adequately over-
see the work, Mr.
Moore says.

“We are sorry for
the distress that this
has caused,” Sheriff’s
Meadow vice presi-
dent Emily Bramhall
wrote to “the island
community” in a letter
posted on the group’s
Web site.

The environmental
battle isn’t the first
for the Ziffs. In 2002,
without admitting
wrongdoing, Mr. Ziff’s

late father, William B. Ziff Jr., paid a
$1 million fine to Putnam County,
N.Y., to compensate for granite that
workers took from a public preserve
to landscape his 526-hectare estate.
His sons donated an additional
$8.25 million to the county.

The Martha’s Vineyard flap came
to light in the spring, when an ecolo-
gist at National Heritage, the state
agency, got a tip. Mr. Hoff wasn’t im-
plicated in any wrongdoing. Nor
was Mr. Ziff, though the state has a
separate inquiry into whether con-
struction work done on the Ziff prop-
erty violated environmental rules.

Networking: how to stand out
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Greenery removed from the Caroline Tuthill Preserve has
some local residents riled. New York investor Dirk Ziff, right.

MARKETPLACE

By Joann S. Lublin

Fans of Bruce Mount sang his
praises to BzzAgent before he ap-
plied to become vice president of en-
gineering of the Boston word-of-
mouth marketer.

In late June, the software-devel-
opment manager asked nearly two
dozen present and past colleagues to
tout his abilities. “Even one sentence
willhelp!”heassuredthem.Theirtes-
timonials ranged from a brief haiku
to a multipage missive dubbing him
“a freakin’ goldmine of knowledge,
ingenuity and kindness.”

Mr. Mount’s creative approach
“made him stand out,” recalls Ros-
sana Y. de la Cruz, BzzAgent’s direc-
tor of recruiting. He was the fron-
trunner among 166 outside pros-
pects. And though the firm ulti-
mately promoted an insider, Ms. de
la Cruz vows to consider him again
for a relevant vacancy.

Unusual times demand unusual
networking tactics. Most candidates
find work through networking, sur-
veys show. But in today’s dismal job
market, many feel frustrated with
standard strategies such as tapping
friends for referrals.

Clients of Laurence J. Stybel, a
Boston outplacement counselor,
fret that acquaintances ignore their
aid requests because the contacts
fear losing their jobs. Anxious about
unemployment, people hoard knowl-
edge about openings for themselves
and closest friends. Networking “is
perceived to be a zero-sum game,”
the president of Stybel Peabody Lin-

colnshire says.
“The bar has been raised on what

it takes to make networking work,”
concurs Scott Allen, a consultant
about online networking. “Virtual
interaction allows us to create the il-
lusion of networking by making elec-
tronic links with people,” but online
ties represent “just a starting
point,” he says. “You still need some
kind of relationship.”

For job hunters who use network-
ing Web sites like LinkedIn.com, Mr.
Allen favors a more-sophisticated ap-
proach. When you invite someone to
join you on LinkedIn, he proposes in-
cluding a personalized offer of help,
such as an introduction to a customer
or a useful link to a relevant article.

In the real world, you can im-
prove your networking by finding
out whether key executives of poten-
tial employers will attend a trade
group meeting and then scheduling
encounters during the event, recom-
mends Brandon Gutman, vice presi-
dent of business development at Bat-
talia Winston International, a New
York search firm. “Don’t expect to
just show up and bump into these
people,” he cautions.

Robb Leland wanted to move into
mobile marketing, which involves tar-
geting promotions at mobile devices.
He identified three mobile-market-
ing concerns that were listed on an in-
dustry association’s site as being reg-
istered for the group’s March 2008
conference. He then contacted offi-
cials at the companies, including
Shira Simmonds, president and co-
founder of Ping Media.

Seated beside each other during
a conference seminar, they immedi-
ately found common ground.
“That’s why I’m here today,” says
Mr. Leland, who joined Ping Media
as senior business-development
manager in September.

There are additional ways to net-
work more effectively at events. “Be
the only person like yourself in the
room,” Dr. Stybel advises. For in-
stance, he encourages human-re-
sources managers to attend local
meetings of Financial Executives In-
ternational and share their expertise
about compensation practices.

Anoffbeat butmemorable “eleva-
tor pitch” will also make you stand
out in a crowd, says Lorraine Howell,
a public-speaking trainer in Seattle.

Several years ago, Ms. Howell
coached Wimsey Cherrington, a Se-
attle massage therapist who un-
earths hidden causes of chronic
pain. The therapist was having trou-
ble describing her specialty during
gatherings of a women business
owners’ group. “Networking wasn’t
working at all,” Ms. Cherrington re-
members.

Things changed after the thera-
pist began calling herself “a body de-
tective.” The catchy description “at
least doubled my practice,” Ms.
Cherrington says.

Still frustrated? Your network
may know why. Ask friends, relatives
and associates to anonymously as-
sess your strengths and weaknesses
through SurveyMonkey.com, an on-
line polling tool, suggests Diane Dar-
ling, a Boston networking specialist.

CAREER OPPORTUNITIES
CAREERS

CAREERS

PRESIDENT - AMERICAS
To deliver its exciting growth agenda our client, Germanischer Lloyd Industrial Services (GLIS)
is seeking a President to lead the Americas business. GLIS is a global engineering consultancy,
independent certification body & third party inspection company offering a full range of
sophisticated high end consulting services software solutions to its worldwide customer base,
serving predominately bluechip clients in the oil & gas and renewable energy sectors.
Based in Houston, Texas, the President-Americas will have full profit & loss responsibility for
the GLIS business scope in the region. You will establish the vision & strategy of the future
Americas business -taking responsibility for the existing wind energy and oil and gas
businesses, as well as future acquisitions and prospect generation.
Already a proven business leader, you will have demonstrated success of managing and
growing a business within a multinational environment. This board-level appointment
presents a tremendous opportunity for an ambitious results-oriented individual to drive
strategy and influence the future direction of this expanding global business. In return, you can
expect to receive a competitive compensation package including a performance related bonus
and long-term share option plan.

Send resume to Jeanie Ogle at jogle@preng.com for
further information and to apply.

Careers. Tuesdays in
Marketplace.

Tel: 44-20-7842-9600
or 49-69-971-4280
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An Emirates Airbus A380 jet lands in New York. Emirates has been enlarging its
fleet of large jetliners and is the biggest customer for the superjumbo aircraft.
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By Daniel Michaels

And Stefania Bianchi

DUBAI—Emirates Airline an-
nounced an 88% drop in six-month
net profit, evidence that even carri-
ers in the oil-rich Persian Gulf have
been affected by the global eco-
nomic upheaval.

Dubai-based Emirates, the Mid-
dle East’s largest airline, said net
profit fell to 284 million dirhams
($77 million) for the half ended
Sept. 30, from 2.36 billion dirhams
a year earlier, on the back of record
fuel costs.

Revenue rose 31% to 22.1 billion
dirhams.

“Fuel costs took a straight hit to
our bottom line,” Emirates Presi-
dent Tim Clark said Monday. Emir-
ates said fuel costs more than dou-
bled to 9.2 billion dirhams for the
half, 1.7 billion dirhams higher
than budgeted. “We’ve been
caught out like any other carrier,”
Mr. Clark added.

He said Emirates is considering
cost-cutting measures, such as lim-
iting planned staff growth. Mr.
Clark predicted Emirates will re-
coup its first-half weakness in the
second half. “We expect to close
the full year in March 2009 with ro-

bust profit,” Mr. Clark said.
Fuel prices have dropped

sharply from earlier this year, a
trend that most airlines around the
world have cheered.

But carriers from the oil-produc-
ing Persian Gulf region could find
that lower oil prices are as damag-
ing as pricey fuel because lower oil

revenues translate into slower eco-
nomic growth for the Middle East.
Airline traffic tends to track
broader economic growth. While
Dubai’s oil reserves are relatively
small, the emirate benefits signifi-
cantly from oil in the region.

In Dubai, real-estate develop-
ment, which has fueled local

growth and drawn foreign resi-
dents and investors, has been hit
particularly hard by the global
credit crunch. Dubai’s banks are
tightening lending as once-boom-
ing real-estate sales dry up. Sec-
ondary-market property prices
have fallen for the first time in re-
cent memory.

The International Air Transport
Association trade group recently
warned that Middle Eastern air-
lines face rough times due to plung-
ing economic growth around the
world. “Even the Middle East is not
immune,” IATA Director General
Giovanni Bisignani recently told a
gathering of airline executives
from the region.

Middle East airline traffic fell
2.8% in September from a year ear-
lier, after 59 months of double-
digit growth, Geneva-based IATA
said. IATA predicts that combined
profit of the region’s airlines will
drop roughly one-third this year
from last, to $200 million. The
group said the region’s long-haul
services are likely to be hit hardest.

A downturn in the region’s air-
lines could have broad implica-
tions, because Middle Eastern air-
lines and leasing companies are
among the last customers to place

orders for jetliners after a three-
year boom in orders at Boeing Co.,
of Chicago, and the Airbus unit of
The Netherlands-based European
Aeronautic Defense & Space Co.

Middle Eastern customers ac-
count for more than 20% of firm or-
ders this year at Airbus and Boe-
ing. While most of those planes are
due for delivery in many years, a
downturn could prompt customers
to delay or cancel some orders.
Emirates has been enlarging its
fleet of large jetliners and is the big-
gest customer for Airbus’s giant
A380 superjumbo aircraft.

“The region’s airline industry is
inevitably showing signs of strain,
with traffic growth rates falling to
their lowest levels in years,” said
Peter Harbison, executive chair-
man of the Center for Asia Pacific
Aviation, a Sydney-based consult-
ing group.

Etihad Airways, the United
Arab Emirates’ national carrier,
said earlier this month that it had
seen “some softening” in demand
in the current economic crisis,
while Kuwaiti low-cost carrier
Jazeera Airways is delaying a sec-
ondary stock market listing in
Dubai, planned for this later year,
due to poor market conditions.

Emirates Airline’s net drops 88% as jet-fuel costs climb

New technology stacks the flight deck
Air-traffic control system replacing radar can save fuel, boost safety and let planes change altitudes more quickly

Nav Canada has installed ADS-B receiving antennas in Greenland to receive flight information from trans-Atlantic airline
flights. The system will be expanded next year, providing coverage over much of the Atlantic Ocean.
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By Scott McCartney

A new air-traffic control system
about to be deployed has the poten-
tial to save fuel, shave time off long
flights and enhance safety.

The new system—which will re-
place radar—will first be launched
in bits of Canada beginning in Janu-
ary, affecting flights between the
U.S. and both Europe and Asia. The
technology is slated to spread to
U.S. skies, but that will take more
than a decade.

Called Automatic Dependent Sur-
veillance-Broad-
cast, or ADS-B, the
technology can
even produce
smoother flights

because controllers will be able to
let planes change altitudes more
freely.

ADS-B takes highly accurate posi-
tion reports broadcast automatically
byplanes andcreatesaradar-likedis-
play for air-traffic controllers. Be-
cause it is more accurate and faster
than radar, it will ultimately allow
planes to safely travel closer to-
gether. Instead of flying 130 kilome-
ters behind one another without ra-
dar coverage, jets under ADS-B sur-
veillanceneedtobeonlyeightkilome-
ters apart under current standards.

Nav Canada, the privatized pro-
vider of air-traffic control service in
Canada, installed five ADS-B ground-
station receivers around Hudson Bay,
a vast, remote expanse of northern
Canadathat is busy with jettraffic but
has no radar coverage. The system
will go into daily use in January after
extensive testing and certification.

Already, Nav Canada says
60%-70% of the jets flying over Hud-
son Bay have the equipment on-
board for ADS-B, and have already
been broadcasting position reports.
Airlinesare currently working to cer-
tify the equipment on each airplane.

The system will be expanded next
year providing coverage over much
of the Atlantic Ocean with ground re-
ceivers installed on the east coast of
Canada and in Greenland.

As planes burn fuel, they get
lighter and can fly higher where the
air is thinner and jets are more effi-
cient. Without any surveillance cov-
erage, Canadian controllers rarely
could find a hole for planes to climb
through in the stream of planes
spread 130 kilometers apart. Reduc-
ing the separation to eight kilome-
ters creates room to climb.

ADS-B over Hudson Bay will al-
low climbs about 10 minutes earlier,
NavCanada says,andonce theGreen-
land installation is online, flights
can climb 80 minutes earlier. In all,
an estimated 28 million liters of jet
fuel will be saved each year, worth
about $17 million at today’s prices.

“We’ll be able to climb that 747
eastof Greenland to anoptimum alti-
tudeandclearhimdirecttoLosAnge-
les and it’s phenomenal savings,”
said John Crichton, chief executive
of Nav Canada, which spent less than
$7 million on the Hudson Bay instal-
lation. With the benefits to airlines,
“It’s not so much a technology issue
as it is a business issue,” he said.

Among airlines, aviation organi-
zations and air-traffic control agen-
cies, there is widespread agreement
that ADS-B is the technology of the
future. But there is no agreement on
how quickly to start using it.

While it saves money on the
ground, costing only one-tenth as
much as radar, and saves money,
fuel, time and reduces greenhouse-
gas emissions in the air, ADS-B
equipment is expensive to retrofit
into airplanes. Newer planes come
from factories equipped, but older
airliners like Boeing 767s likely will
never be retrofitted, and have lots
of years of service remaining.

And for private aircraft, the

price tag of some $6,000 to $8,000
per airplane may be prohibitive for
many aircraft owners.

The FAA expects to have all its
ADS-B ground structure in place by
2015, and has mandated that planes
in the U.S. start using ADS-B in the
year 2020. But the program is still
subject to changes and delays.

To work through concerns, the
FAA formed a group of industry rep-
resentatives called an Aviation Rule-
making Committee, which submit-
ted 36 recommendations to the FAA
in September. The FAA has also
been fielding comments from indus-
try, pilots and others, and now ex-
pects to issue a final rule on its
ADS-B plans in 2010.

“We have to allow time for every-
one to equip aircraft” FAA spokes-

man Paul Takemoto says. “We’ve
been moving as fast as we can.”

To test the system, the FAA has
already installed ADS-B receivers in
Florida and on oil rigs in the Gulf of
Mexico, but controllers won’t yet be
using them to separate aircraft. The
FAA also had a similar program in
Alaska called Capstone that is being
used by controllers, and the FAA
says it has cut the fatal accident rate
in general aviation by 47% by provid-
ing better surveillance and better in-
formation for pilots in the cockpit.

U.S. airlines, through the Air
Transport Association, have criti-
cized the complexity and cost of
FAA’s massive ADS-B push and
called for financial incentives for air-
lines to cope with the cost of retrofit-
ting jets.

TheAircraftOwnersandPilotsAs-
sociation supports ADS-B technol-
ogy,butisalsohighlycriticalofimple-
mentation plans, arguing the equip-
ment needs to be made affordable for
private pilots and the system should
be in use before private pilots are
forced to retrofit airplanes.

The FAA says it is working to ad-
dress concerns with its final rule is-
sued after next year.

The FAA says that as airline pas-
senger traffic moves from its cur-
rent 769 million passengers a year
to its projected one billion several
years ahead, travel delays will
worsen tremendously unless ADS-B
is deployed here.

“Ground-based radar systems
can’t handle that,” Mr. Takemoto
said.

CORPORATE NEWS
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Encountering sabotage in the workplace
Stop a colleague
or boss from getting
the upper hand

By Sarah E. Needleman

It’s been five years since Victo-
ria L. Rimasse escaped the wrath of
an alleged backstabbing boss, and
she still hasn’t shaken the experi-
ence.

At the time, Ms. Rimasse was a
legal assistant at a large law firm in
New Jersey and says her boss
would regularly take credit for
tasks she completed. For instance,
she once went to work early to fax
an urgent document to a partner at
a trial in another city. Later, she
says she overheard her boss accept
a hearty thank-you from the attor-
ney for sending the fax.

Ms. Rimasse, a law-school gradu-
ate, also says her boss would reject
her offers to help proofread critical
reports, one time suggesting that
she assemble cardboard boxes in-
stead.

Hurt and frustrated, Ms. Ri-
masse resigned after two years, de-
spite having been content at the
firm for seven years when report-

ing to someone else. Now director
of marketing and business develop-
ment at Eisner & Lubin LLP, a mid-
size New York law firm, she says
she has trouble trusting people. “I
was in therapy because of it,” she
confesses.

When a boss or colleague works
to sabotage your career—or you
perceive you’re being sa-
batoged—no matter the reason, it
can be tough to cope. Complain and
you’re no longer considered a team
player or may be accused of imagin-
ing the situation. Yet if you sit back
and do nothing, your career ad-
vancement could be in jeopardy.

Saboteurs are most apt to strike
in a weak economy like the current
one, warns Wendy Alfus Rothman,
president of Wenroth Group, a con-
sortium of business psychologists
in New York. “When the market is
bad, there is real insecurity because
there are fewer jobs and more peo-
ple competing for them,” she ex-
plains. “You have a pretty good rec-
ipe for potential backstabbing.”

Case in point: During a meeting
last spring, Rebecca Lieb says her
boss at a financially strapped pub-
lishing company proclaimed, “I will
do anything necessary to keep my
job.” Soon after, Ms. Lieb says her
boss let her and several of her col-

leagues go, citing the need to cut
costs. But Ms. Lieb, who had been a
vice president, says several of her
colleagues claimed that the boss
had recently been taking credit for
their work. That, and his earlier
comment, led Ms. Lieb to conclude
that the decision was self-moti-
vated. Ms. Lieb says it felt as if her
boss “threw several of us under
the bus to create a degree of job
security for himself.”

To be sure, not all saboteurs
offer such tell-tale signs of
their motives. Consider what
happened to Jim Saylor in the
early 1990s when he was an as-
sistant accounting manager at
a large manufacturer. Mr. Say-
lor learned that a colleague vy-
ing for a promotion spread a ru-
mor that Mr. Saylor didn’t con-
sider another internal candi-
date qualified for the job. Of
course, he only learned of his sup-
posed loose lips when his boss—
who was new to the team—con-
fronted him. “He indicated that this
was something he…had very bad
personal feelings about,” recalls
Mr. Saylor.

To restore his reputation, Mr.
Saylor says he calmly asserted to
his boss that the accusation was bo-
gus. He then asked for help putting

the gossip to rest. “It could’ve been
very, very messy for me,” says Mr.
Saylor, now a director of internal
audit at Enodis Corp., a manufac-
turer based in New Port Richey, Fla.

If a colleague attempts to deni-
grate your character, blame you for
something you didn’t do or steal
credit for your work, the first de-

fense is to keep your cool, advises
Vicky Oliver, author of “Bad Bosses,
Crazy Coworkers & Other Office Idi-
ots.” Showing a temper “erodes
your professionalism,” she says.

Don’t confront the saboteur ei-
ther. First, weigh the unpleasant
possibility that your assumptions
about the person are false. “Look in
the mirror,” advises Ms. Oliver.
“Make sure it’s not you that’s the

problem.” If you’re unsure, consult
with a trusted colleague or mentor.

Should you then feel certain
that you’re in the right, talk to your
boss in private about the issue,
says Ms. Oliver. Keep in mind that
the boss’s opinion of you will im-
pact your ability to advance, she
says.

If your boss is the sabo-
teur, consider asking a col-
league you trust at the boss’s
level or higher to address
him or her on your behalf,
says Ms. Oliver. Lacking that
option, you might approach
your boss directly but be sure
to wait until you’ve cooled
down. Just bear in mind that
“if your boss is really en-
trenched in the organization,
it’s going to be [him] or you,”
says Ms. Oliver. “One of you
will have to probably leave.”

Still, such a drastic response
might not be necessary. Going for-
ward, you may be able to stop a con-
niving boss or colleague in his or
her tracks by putting every idea,
suggestion and accomplishment
into a time-stamped document, like
an email, says Janet Reid, a co-
founder and principal partner at
Global Lead LLC, a management-
consulting firm.
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Sweden to assume control
of Carnegie investment bankAstraZeneca plays it cool

Too early to tell
if study will lift sales
of Crestor, CEO says

By Jeanne Whalen

AstraZeneca PLC’s chief execu-
tive said it is too early to say how an
important new study of the choles-
terol pill Crestor will affect the drug’s
sales.

As AstraZeneca’s stock rose Mon-
day on news of the study, CEO David
Brennan tried to manage expecta-
tions that Crestor sales will soar as a
result. “We’ve seen a flurry of esti-
mates from analysts about the com-
mercial impact of [the study], some
of them pretty bullish,” he told jour-
nalists on a conference call. “I would
urge caution when forecasting the
speed of such changes.” AstraZeneca
shares rose more than 3% in London
Monday, to £27.70 ($43.41).

The study, presented at a cardiol-
ogy conference in New Orleans Sun-
day, showed that Crestor sharply low-
ered the risk of heart attacks in pa-

tients who wouldn’t normally take a
cholesterol-lowering pill. People in
the study had normal levels of bad
cholesterol but high levels in their
blood of C-reactive protein, or CRP,
which signals inflammation in the
body.

Some analysts say they
believe the findings open
Crestor to a large group of
new patients, and are pre-
dicting a significant sales
jump. UBS pharmaceutical
analyst Gbola Amusa said in
a note Monday that Crestor
sales could grow to more
than $7 billion in 2012, from
$2.7 billion last year.

Mr. Brennan said that
will depend in part on how
widely testing for CRP is
adopted. Previous studies have
shown a link between high CRP levels
and heart disease, but few physicians
currently test for CRP. “For all the ex-
citement, we need to remind our-
selves that we are only at the starting
gate with” CRP, Mr. Brennan said.

Groups such as the American Col-
lege of Cardiology, which advise phy-
sicians on the best treatments, will

help determine how widely CRP tests
are used. The ACC and other groups
will be updating their treatment
guidelines for heart disease next
year, and it is “reasonable to think”
such groups will consider the new
Crestor data as they draft those

guidelines, Mr. Brennan
said.

AstraZeneca won’t be
able to promote Crestor for
use in people with high CRP
until regulators such as the
Food and Drug Administra-
tion approve a change to
the drug’s prescribing la-
bel. AstraZeneca said it will
apply for this change in the
first half of 2009.

Crestor is part of a class
of drugs called statins.

Some analysts caution that Crestor
sales might not grow as much as ex-
pected if doctors view the new Cre-
stor benefits as something that a
cheaper generic statin could also de-
liver. Crestor, still protected by
patent, costs more than $3.40 a pill
in the U.S., according to www.drug-
store.com, whereas generic statins
costs a fraction of that.

David Brennan

CORPORATE NEWS

ASSOCIATED PRESS

STOCKHOLM—The Swedish
state will take control of invest-
ment bank Carnegie AB and sell it
off after the country’s financial reg-
ulator revoked its banking license
due to what it said was illegal trad-
ing activities.

Inan assessment of Carnegiepub-
lished Monday, the Swedish Finan-
cial Supervisory Authority said the
bank took “exceptional risks” by
lending large amounts of money to a
single customer and actingas a guar-
antor for the same funds it also man-
aged.

The regulator said Carnegie will
be taken over and then sold off by
the national debt office. This means
it will be able to continue its bank-
ing operations and that clients
won’t be affected by its decision.

The regulator said a general
meeting will be held as soon as pos-
sible to elect a new board, which
will be charged with developing the
bank until its businesses are sold
off. The debt office said Peter Nor-
man, chief executive of one of Swe-
den’s national pension funds, will

take over as chairman of Carnegie.
The Swedish government said

Monday that it had arranged to
lend Carnegie five billion kronor
($634 million) in case it should be
stripped of its license. The loan will
replace the liquidity support—
granted at the end of October by
the Swedish central bank—which
will be withdrawn as a result of the
revoked license.

Founded in 1803 as a trading
company, Carnegie operates broker-
age services, stock analysis, stock
trading, asset management and ad-
vice on corporate acquisitions.

Financial Markets’ Minister
Mats Odell said the government re-
gards Carnegie’s health to be impor-
tant for the wider financial system
considering it is managing a capital
of more than 120 billion kronor.

“The state does not save banks
to save the banks and their share-
holders, but to make sure that
households are not affected,” he
said.

Trading in Carnegie’s shares in
Stockholm has been suspended un-
til further notice.
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By Jeffrey A. Trachtenberg

C
OLORFUL and candid,
sometimes eccentric,
sometimes visionary, Ted
Turner was a true busi-
ness celebrity in his day.

Now, a bit more than two years after
he resigned from the board of Time
Warner Inc., his publisher is about
to learn whether Mr. Turner’s pres-
ence—and more important, his new
autobiography, “Call Me Ted”—is
still capable of drawing crowds. The
title hit the bookshelves Monday.

Mr. Turner has been in the public
eye for decades. The former Time
magazine man of the year created
CNN, the Cartoon Network, and
bought the Atlanta Braves. He has
wonthe America’sCup,the WorldSe-
ries, married actress Jane Fonda,
and today describes himself as the
largest private landowner in the U.S.

In an interview, he said he de-
cided to write his life story now be-
cause “I thought I had something of
benefit for younger people to read.”

Booksellers say his autobiogra-
phy faces tough competition from
new titles as Alice Schroeder’s “The
Snowball: Warren Buffett and the
Business of Life,” and oilman T.
Boone Pickens’s “The First Billion is
the Hardest: Reflections on a Life of
Comebacks and America’s Energy
Future.”

Moreover, the book makes its de-
but as retailers head into what’s ex-
pected to be a dreary holiday sea-
son. Leonard Riggio, chairman of
Barnes & Noble Inc., recently sent a
memo to the chain’s 40,000 employ-
ees explaining that it is “bracing for
a terrible holiday season.”

Grand Central Publishing, an im-
print owned by Lagardère SCA’s Ha-
chette Livre, paid Mr. Turner a multi-
million-dollar advance for world
rights, and is printing 625,000 cop-
ies, a substantial print run by any
standard. “I’m hopeful that even as
people go into Christmas—perhaps
instead of buying a fancy gift, if they
have to downsize—they’ll buy a
copy of ‘Call Me Ted,’” says Rick
Wolff, an executive editor at Grand
Central Publishing.

Frank Reiss, who owns Atlanta’s
A Cappella Books, describes Mr.
Turner “as a local legend” and says
he is certain the title “will resonate”
with readers there.

Whether Mr. Turner’s appeal will
be as great elsewhere is uncertain.
“He owns a lot of ranch land in Kan-
sas, and he’s a very good neighbor,
but people may be more interested
in larger celebrities such as Warren
Buffett,” says Sarah Bagby, owner of
Watermark Books & Café in Wichita,
Kan. Still, Ms. Bagby says she or-
dered a “healthy” number of copies.

Russ Lawrence, who co-owns
Chapter One Book Store in Hamil-
ton, Mont., another state where
Mr. Turner is a large landowner,
said that if the local media pick up
the story, it will give the book a
boost. “He’s a neighbor to a lot of
people, and they’re curious about

some of his endeavors, such as rais-
ing bison.”

To sell Mr. Turner’s book, Grand
Central is tapping the same market-
ing playbook it used for former Gen-
eral Electric Co. chief Jack Welch’s
“Jack: Straight from the Gut.” Al-
though that title was published on
Sept. 11, 2001, it went on to sell
more than 800,000 hardcover cop-
ies, in part because Mr. Welch was a
tireless promoter.

Mr. Turner, too, has an ambi-
tious campaign in front of him,
with coast-to-coast appearances
capped by an interview at the
Carter Center in Atlanta on Dec. 10.
In addition, Grand Central is plan-
ning an extensive online marketing
campaign across a wide variety of
Web sites, plus radio advertising in
New York, Seattle and elsewhere,
as well as a wide variety of print
ads. In addition, Mr. Turner is ex-
pected to appear as a guest on a

number of TV shows.
In his autobiography, Mr. Turner,

69years old,paints a compellingpor-
trait of his childhood, one in which
he was sent to a boarding school as a
four-year-old. “The age of four is a
very impressionable time, and psy-
chiatrists I’ve seen later in my life
have attributeda number ofinsecuri-
ties I’ve had ever since to be being
left alone at such a young age.”

Mr. Turner, who wrote the book
with Bill Burke, a longtime media ex-
ecutive, goes on to describe how he
took over a regional billboard com-
pany at the age of 24 following his
father’s suicide and transformed it
into Turner Broadcasting System
Inc. He eventually sold the entire
company, which then included two
movie studios, the Atlanta Braves,
CNN, and various cartoon and enter-
tainment cable channels, to Time
Warner for $7.6 billion in a deal that
closed in October 1996.

Although he was subsequently
Time Warner’s largest shareholder,
he writes that he was startled to
learn that Gerald Levin, then CEO,
had agreed in early 2000 to sell the
company to America Online Inc. He
was even more surprised when Mr.
Levin called him a few months later
and told him that his operating re-
sponsibilities had been delegated
elsewhere. “For the first time in my
life, I’d been fired,” he wrote.

Mr. Turner’s reflective tone in
his book may surprise some who re-
member his offbeat, fiery personal-
ity. With few exceptions, he treats
those he met in business and life
with evenhandedness, including Mr.
Levin. “I don’t think I was ever mad
with Jerry; I was disappointed,”
says Mr. Turner. “I don’t know why
he did it.”

When asked how he thought
Time Warner would be performing
today if he were still with the com-
pany, Mr. Turner replied, “I would
hope it would be more successful.”
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By Phred Dvorak

When New York’s Memorial
Sloan-Kettering Cancer Center
wanted to make the chemotherapy
process easier on patients three
years ago, it sought help from an un-
usual place: the design firm IDEO
Inc.

The IDEO consultants ap-
proached the problem the way they
design eggbeaters or CD players: by
closely watching patients and test-
ing little changes.

The process delivered surprises.
Clinic staffers thought patients dis-
liked long waits for treatments. But
patients said other worries were
more stressful, so the clinic
changed how patients are tested,
how they learn about chemother-
apy and how they get to the clinics.

The hospital enlisted designers
“to look at problems differently,”

says Wendy Perchick, head of strate-
gic planning and innovation. IDEO’s
process “was the first time for us to
see [chemotherapy] through pa-
tients’ eyes,” she adds.

Sloan-Kettering’s work with
IDEO comes as businesses increas-
ingly tap the design world for fresh
ideas on management. Some are
struggling with new business mod-
els and unexpected rivals; others
seek new approaches to old prob-
lems.

Stanford University has an IDEO-
influenced Institute of Design that
teaches “design thinking” for tasks
like recruiting or running a virtual
meeting. New York public-radio sta-
tion WNYC sent executives to study
those techniques last year, before
launching a new morning show.

Doblin Inc., a Chicago-based de-
sign-strategy specialist, recently
helped a health insurer develop

new products and an Asian telecom-
munications firm identify new mar-
kets, says John Pipino, a senior asso-
ciate. Doblin was bought last year
by management consultant Moni-
tor Group.

IDEO, based in Palo Alto, Calif.,
built its reputation designing prod-
ucts such as Apple Inc.’s initial com-
puter mouse and the first soft-han-
dled toothbrush. IDEO then
branched into helping companies
become more innovative. Now,
some clients ask IDEO to help them
improve the way they manage other
parts of their business, such as in-
ventory management or work
flows, says chief executive Tim
Brown.

When Mexican cement company
Productos Cementeros Mexicanos
sought help identifying new busi-
ness opportunities, IDEO designers
took executives to visit customers

and ride in cement trucks to better
learn the market.

Mattel Inc. has long worked
with IDEO on toy design; last year,
executives asked IDEO to help them
innovate. IDEO staff interviewed
scores of Mattel employees, and
found big differences in how prod-
uct-design groups operate. Their
presentation persuaded Mattel to
improve collaboration, says Tina
Zinter-Chanin, senior vice presi-
dent of research and development.
The toy maker now brings divisions
together to share ideas and discuss
problems.

Sloan-Kettering’s outpatient ad-
ministrators hired IDEO in early
2005, at the recommendation of a
board member. Administrators
were concerned about wait times
for chemotherapy, which averaged
80 minutes at the busiest clinic.
That clinic treats more than 200

cancer patients a day; managers
had tried for years to reduce wait
times with scheduling and staffing
tweaks.

IDEO’s team took clinic staff to
follow patients from their homes to
the clinics and through their treat-
ments. To their surprise, managers
found that many patients were
more bothered by another step in
the process—waiting for the results
of a blood test that determines
whether they are strong enough to
be treated on a given day, says Ms.
Perchick.

The clinic offered some patients
the tests the day before scheduled
treatment. Many patients preferred
making two trips to testing at the
last minute. The clinic plans to ex-
pand that offering to more patients.
“Anxiety was much more of a con-
cern for them than actual minutes,”
says Ms. Perchick.
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AIG gets a better bailout
New package totals
about $150 billion,
eases terms for firm

The U.S. government unveiled a
plan Monday to scrap its $123 bil-
lion bailout of American Interna-
tional Group Inc. and replace it with
a new package valued at about $150
billion.

While the arrangement stands to
considerably ease terms on the fal-

tering insurer, it gives the govern-
ment an unprecedented role as an
actor in financial markets. It could
also spark a political backlash, espe-
cially from congressional Demo-
crats, because the Treasury, while
adding to its AIG obligations, has
thus far refused to extend a hand to
the struggling Big Three auto mak-
ers.

The details of the revised deal
were announced as the company re-
ported a third-quarter net loss of
$24.47 billion amid huge invest-
ment losses and write-downs.

Shares of AIG rallied early Mon-
day, reaching as high as $2.84, and
changed hands at $2.47 in midmorn-
ing trade.

Under the terms ironed out late
Sunday, the government would give
AIG more money, including $40 bil-
lion from the U.S. Treasury’s $700
billion Troubled Asset Relief Pro-
gram. It would also receive less in-
terest than on the bulk of the origi-
nal loan, while freeing AIG from ex-
posure to some of the risky financial
instruments that nearly caused it to
file for bankruptcy protection.

“This action was necessary to
maintain the stability of
our financial system,” Neel
Kashkari, the Treasury offi-
cial in charge of the finan-
cial rescue program, said
in a speech to the Securi-
ties Industry and Financial
Markets Association con-
ference Monday.

The $150 billion in gov-
ernment aid consists of a
$60 billion loan, a $40 bil-
lion preferred-stock invest-
ment and about $50 billion
in capital largely to purchase dis-
tressed assets which are to be
placed into two separate financing
entities.

The new package is a tacit ac-
knowledgment that the original $85
billion rescue in September, com-
bined with an additional $37.8 bil-
lion made available to the company
last month, together haven’t come
close to stabilizing AIG.

Treasury is currently consider-
ing whether to expand the $700 bil-
lion rescue program to apply to a
range of financial institutions that
provide financing to the broad econ-
omy.

The changes at AIG follow wide-
spread criticism from some large
shareholders of the original rescue
plan, which would have required
AIG to quickly sell assets in a declin-
ing market while also paying steep
interest rates on its loans from the
government.

That plan also failed to ade-
quately address the main challenge
facing the insurer—how it was hem-
orrhaging billions on credit default
swaps and other financial instru-
ments—as it posted collateral to ner-
vous trading partners. AIG Chief Ex-

ecutive Edward Liddy, appointed in
mid-September with the support of
the government, has scrambled to
resolve the insurer’s problems un-
der the original bailout framework.

AIG laid out a far-reaching plan
in early October for selling off as-
sets to pay back the first loan the
government extended, which was
for up to $85 billion. But the turmoil
in the markets has made it difficult
for potential buyers to secure fund-
ing.

The revised structure is de-
signed to improve both AIG’s ability
to sell assets for a decent price and
the taxpayer’s ability to recoup the
money that has been pumped into
the insurer. It also transfers to the
government many of the risks once
absorbed by AIG, potentially expos-
ing the government to billions of dol-
lars in future losses.

The company Monday had no
new announcement on what AIG
will look like when it emerges from
its financial crisis, Mr. Liddy told in-
vestors on a conference call.

“We are absolutely spot-on con-
sistent with where we were back in
the beginning of October,” he said.
“The announcement of today gives
us more flexibility and more time.
We have great confidence in our abil-
ity to sell these remarkable assets.”

Under the new agreement, the
government will replace its original
$85 billion, two-year loan with a
$60 billion loan due in five years. In-
terest on the loan is set to drop from
8.5% plus the three-month Libor in-
terest rate to 3% plus Libor. (Libor,
the London interbank offered rate,
is a common short-term bench-
mark.)

In addition, the government
would tap the $700 billion Troubled
Asset Relief Program to inject $40
billion into AIG in return for pre-
ferred shares. Those shares would

carry 10% annual interest
payments. The govern-
ment’s equity interest in
AIG would remain at 79.9%.

The government’s initial
intervention was driven by
concern that AIG’s failure to
meet its obligations in the
credit-default-swap market
would create a global finan-
cial meltdown. (A credit de-
fault swap, or CDS, is essen-
tially an insurance policy on
a bond acquired by inves-

tors to guard against default. AIG
wrote tens of billions of dollars
worth of these contracts.)Under the
revised deal, AIG is expected to
transfer the troubled holdings into
two separate entities.

The first such vehicle is to be cap-
italized with $30 billion from the
government and $5 billion from
AIG. That money will be used to ac-
quire the underlying securities with
a face value of $70 billion that AIG
agreed to insure with the credit de-
fault swaps. These securities,
known as collateralized debt obliga-
tions, are thinly traded investments
that include pools of loans. The vehi-
cle will seek to acquire the securi-
ties from their trading partners on
the CDS contracts for about 50
cents on the dollar.

The securities in question don’t
account for all of AIG’s CDS expo-
sure but are connected to the most
troubled assets. The government
may be betting that its involvement
will encourage AIG’s trading part-
ners to sell the securities tied to the
CDS contracts to the new entity.

Once it holds the securities, AIG
could cancel the CDS and take pos-
session of the collateral it had

posted to back the contracts. The to-
tal collateral at stake is about $30
billion.

It may also have some unin-
tended consequences across the
markets. For the plan to work, AIG’s
trading partners—the banks and fi-
nancial institutions that are on the
other side of its CDS contracts—
may have to agree to any changes in
the terms of their agreements with
AIG.

The agreements may be difficult
to work out. Some financial institu-
tions that face AIG in credit-default
swaps don’t actually hold the physi-
cal securities on which they pur-
chased protection.

A second vehicle would be set up
to solve the liquidity problems in
AIG’s securities-lending business.
The business involves lending out
securities to short sellers or others
and investing the collateral for
gains.

AIG has labored to unload illiq-
uid assets in order to give back the
collateral it accepted. AIG’s expo-
sure to the securities-lending mar-
ket forced it to seek a $37.8 billion
loan from the government to cover
its commitments.

Under the new plan, the govern-
ment is expected to inject $22.5 bil-
lion into the securities lending vehi-
cle, with AIG providing an addi-
tional $1 billion. The entity would
then buy the illiquid securities the
AIG unit holds, known as residential
mortgage-backed securities, for
about 50 cents on the dollar. AIG
would use the proceeds to shut
down the $37.8 billion lending facil-
ity which it has not yet fully tapped.

Over time, two scenarios could
emerge. The assets held by the two
vehicles might recover in value, al-
lowing the government to eventu-
ally make money on the investment.
Conversely, the assets—many of
which are tied to the housing mar-
ket—could continue to decline in
value, hitting taxpayers with big
losses.

The challenges facing AIG re-
main enormous. With so much un-
certainty about its future, it is bat-
tling to retain some key business
customers as well as valuable em-
ployees in its operating units.

The insurer swung to a net loss
of $24.47 billion, or $9.05 a share, in
the third quarter, compared with
net income of $3.09 billion, or $1.19
a share, a year earlier. Excluding cap-
ital losses, the red ink amounted to
$9.24 billion, or $3.42 a share.

Revenue declined 97% to $898
million from $29.84 billion in the
third quarter 2007.The latest re-
sults included $7.05 billion in unreal-
ized losses at AIG Financial Prod-
ucts, the source of the credit-de-
fault swaps and $18.31 billion in in-
vestment write-downs, of which
$11.7 billion was from AIG’s securi-
ties-lending program. That effort,
which caused major problems for
AIG as the stock market swooned in
recent months,is being wound
down.

AIG’s general insurance business
swung to a loss on $1.39 billion in ca-
tastrophe losses, primarily related
to hurricanes Gustav and Ike, falling
investment income and increased
losses at United Guaranty. General
insurance net premiums dipped
0.8% to $11.73 billion. Life-insurance
and retirement-services profits
were more than halved by weak part-
nership and mutual-fund results.
 —Kevin Kingsbury,

Joann S. Lublin, Sudeep Reddy
and Deborah Solomon

contributed to this article.

Deutsche Post retreats
in U.S., shrinking DHL

Edward Liddy

CORPORATE NEWS

By Matthew Karnitschnig,
Liam Pleven and Serena Ng

By Mike Esterl

Deutsche Post AG’s decision to
scale back its DHL operation in the
U.S. highlights a broad retrench-
ment by the German postal giant,
which made dozens of acquisitions
over the past 15 years to transform
itself into a package-delivery, logis-
tics and banking behemoth.

The move also marks a strategic
reversal by Deutsche Post after it in-
vested, and lost, billions of dollars in
the U.S. over the past five years to
try and wrestle market share away
from United Parcel Service Inc. and
FedEx Corp.

Beginning in February, DHL will
provide only cross-border package
delivery services for U.S. customers,
reducing U.S.-linked shipping vol-
ume to about 100,000 deliveries a
day from 1.2 million.

As recently as this past May, Deut-
sche Post had rolled out a more mod-
est U.S. restructuring plan in which
it planned to outsource the airlift—
the airport-to-airport part—of its do-
mestic U.S. deliveries to UPS while
maintaining most of its domestic
ground network. Deutsche Post
Chief Executive Frank Appel said
that the broader pullback was neces-
sary because of deteriorating condi-
tions in the U.S. economy that have
further cut DHL’s volume and exacer-
bated losses in recent months.

“There is no alternative,” Mr. Ap-
pel said at a news conference Mon-
day in Bonn, where Deutsche Post is
based. A more radical restructuring
was the only “realistic” scenario in
the current conditions, he said.

Deutsche Post began its expan-
sion drive into the U.S. in 2003,
when it paid $1.05 billion to acquire
Seattle-based Airborne Inc. and
combined it with DHL. But despite
market leadership positions in
much of Europe and Asia, DHL’s mar-
ket share in the U.S. has remained
stubbornly below 10%.

UPS and FedEx also have issued
profit warnings this year, hurt by de-
clining U.S. economic activity that
results in fewer shipped packages.

Both companies have predicted a re-
bound in shipping demand could
take some time.

But the biggest loser has been
DHL, which disclosed Monday that
shipping volume in the U.S. has
fallen in each of the past three quar-
ters from the year before, including
a drop of around 15% in the third
quarter. DHL’s shipping volumes in
Europe and Asia have continued to
grow this year, albeit at an increas-
ingly slow pace.

Deutsche Post said its U.S. re-
structuring will cost $3.9 billion, up
from the $2 billion estimated in
May. It also expects its U.S. express
business to post an operating loss of
$1.5 billion this year, up from $1 bil-
lion last year.

The U.S. retreat reflects a
broader retrenchment under Mr. Ap-
pel, who replaced Klaus Zumwinkel
this past February. Mr. Zumwinkel
headed Deutsche Post for nearly
two decades and was the chief archi-
tect of an expansion drive aimed at
making it the world’s dominant de-
livery company with operations in
about 200 countries.

The 47-year-old Mr. Appel has
taken other steps to slim down Deut-
sche Post as economic conditions de-
teriorate. He struck a deal in Septem-
ber to sell a 29.5% stake in its Ger-
man banking unit Deutsche Post-
bank AG for Œ2.79 billion ($3.56 bil-
lion). In recent months Deutsche
Post has also sold Œ1.4 billion in real-
estate holdings.

The German conglomerate
booked Œ40.45 billion in revenue for
the first nine months of this year.

DHL will shut its 18 U.S. ground
hubs and reduce the number of deliv-
ery stations to 103 from 412. It plans
to retain between 3,000 and 4,000
full-time DHL employees in the U.S.,
down from 13,000 full-time DHL
workers currently.

In the process, Deutsche Post
said it hopes to cut DHL’s operating
costs in the U.S. to about $1 billion
from $5.4 billion.

Deutsche Post’s shares rose 6.9%
to Œ10 Monday in Frankfurt.

By Aude Lagorce

Network-equipment supplier
Nortel Networks Corp. reported a
third-quarter loss of $3.41 billion and
announced a new round of sweeping
cost cuts, including 1,300 layoffs.

Toronto-based Nortel also low-
ered its 2008 financial outlook for
the second time in three months,
amid a sharp sales drop as customers
cut spending to cope with the eco-
nomic downturn.

In addition to the roughly 4% re-
duction in its 32,500 work force,
Nortel said it would implement a sal-
ary freeze and extend its hiring
freeze into 2009 to preserve cash.

The company said a streamlining
of its management structure will
lead to the departure of its chief mar-
keting officer and chief technology of-
ficer, among other senior executives.

“We are acting quickly to become
a simpler and leaner company,” Chief
Executive Mike Zafirovski said in a
prepared statement.

Combined with previously an-
nounced restructuring plans,
Nortel expects to save $400 million

annually by next year. But the new
moves will also mean total charges
to earnings and cash outlays of
about $130 million.

Nortel reported a loss of $3.41 bil-
lion, or $6.85 a share, for the third
quarter. That compared with a net
profit of $27 million, or five cents a
share, a year earlier.

Results for the latest quarter in-
clude noncash charges of $2.07 bil-
lion for a deferred tax asset and a
$1.14 billion write-down in the value
of goodwill assets. “It is important to
note that these charges have no bear-
ing on our current cash position,” Mr.
Zafirovski said. Excluding those
items, Nortel would have posted an
adjusted loss of 30 cents a share.

Sales fell 14% to $2.32 billion.
The turbulent markets prompted

large phone companies to reduce
spending, especially in North Amer-
ica, executives said.

In lowering its financial outlook
for the current year, Nortel said re-
sults would likely come at the low
end of a September forecast of a 2%
to 4% sales decline or could miss ex-
pectations altogether.

Nortel posts loss as woes deepen,
moves to cut another 1,300 jobs

6 TUESDAY, NOVEMBER 11, 2008 T H E WA L L ST R E ET JOU R NA L .

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 21.60 $27.47 0.47 1.74%
Alcoa AA 20.80 11.78 0.59 5.27%
AmExpress AXP 11.00 23.98 –1.33 –5.25%
BankAm BAC 75.90 19.48 –1.01 –4.93%
Boeing BA 5.00 46.14 –0.44 –0.94%
Caterpillar CAT 13.40 37.41 –1.04 –2.70%
Chevron CVX 12.40 74.34 0.88 1.20%
Citigroup C 84.60 11.21 –0.61 –5.16%
CocaCola KO 10.40 45.90 –0.35 –0.76%
Disney DIS 15.50 22.08 –1.28 –5.48%
DuPont DD 5.90 30.10 –0.36 –1.18%
ExxonMobil XOM 34.30 74.02 0.07 0.09%
GenElec GE 70.50 18.45 –0.41 –2.17%
GenMotor GM 82.60 3.36 –1.00 –22.94%
HewlettPk HPQ 14.80 34.17 –0.47 –1.36%
HomeDpt HD 13.30 20.74 –0.32 –1.52%
Intel INTC 48.80 14.35 –0.28 –1.91%
IBM IBM 8.20 83.87 –2.40 –2.78%
JPMorgChas JPM 39.10 36.41 –1.34 –3.55%
JohnsJohns JNJ 11.80 60.01 –0.21 –0.35%
KftFoods KFT 9.00 28.20 –0.29 –1.02%
McDonalds MCD 8.40 56.48 1.01 1.82%
Merck MRK 12.00 27.91 –1.01 –3.49%
Microsoft MSFT 54.10 21.30 –0.20 –0.93%
Pfizer PFE 31.60 16.60 –0.26 –1.54%
ProctGamb PG 13.00 64.95 0.46 0.71%
3M MMM 5.50 64.95 0.12 0.19%
UnitedTech UTX 6.60 52.19 0.38 0.73%
Verizon VZ 13.40 30.49 0.44 1.46%
WalMart WMT 17.20 55.18 0.79 1.45%

Dow Jones Industrial Average P/E: 18
LAST: 8870.54 t 73.27, or 0.82%

YEAR TO DATE: t 4,394.28, or 33.1%

OVER 52 WEEKS t 4,117.01, or 31.7%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, France
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

Calyon $228 8.9% 11% 25% 24% 39%

SG Corp & Investment Banking 201 7.8% 2% 29% 22% 47%

JPMorgan 197 7.7% 38% 9% 41% 12%

BNP Paribas 191 7.4% 2% 30% 34% 34%

RBS 152 5.9% 4% 20% 10% 66%

Morgan Stanley 144 5.6% 59% 3% 38% 1%

Merrill Lynch 134 5.2% 32% 15% 53% …%

Rothschild 115 4.5% 1% …% 99% …%

Goldman Sachs 111 4.3% 1% 1% 96% 2%

Source: Dealogic

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

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

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

Telecom Italia  345 –25 –48 7 Peugeot  305 27 –39 –62

TUI 767 –10 –90 53 Lafarge 505 34 –68 99

Heineken 216 –6 –21 –15 Daimler  326 35 –6 56

Fresenius 343 –5 –19 –53 GKN Hldgs  422 37 19 55

Colt Telecom Group  323 –5 –41 –37 Glencore Intl  1098 38 31 402

Deutsche Telekom  157 –5 –30 24 Seat Pagine Gialle  1304 43 28 –181

SNS Bk  388 –5 –12 88 Contl  531 50 21 53

Klepierre 558 –5 –11 219 Alcatel Lucent 1090 55 –43 126

Inv  255 –4 –51 49 Hanson 759 91 78 213

Swisscom  225 –4 –20 51 HeidelbergCement  1221 114 110 476

Source: Markit Group

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

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

Anglo Amer U.K. General Mining $31.7 15.06 11.56% –54.8% –16.4%

BHP Billiton U.K. General Mining 39.3 11.23 10.64 –30.1 32.5

ABB Switzerland Industrial Machinery 29.1 14.73 8.79 –54.1 38.2

Rio Tinto U.K. General Mining 47.5 28.44 8.63 –49.7 23.2

ArcelorMittal Luxembourg Iron & Steel 34.4 18.50 5.65 –61.8 ...

Tesco U.K. Food Retailers & Whlslrs $39.8 3.23 –5.89% –31.3 4.8

Banco Santander Spain Banks 63.5 7.92 –5.04 –46.5 –25.4

Royal Bk of Scot U.K. Banks 15.8 0.61 –4.69 –83.4 –86.9

BNP Paribas France Banks 61.6 52.68 –4.22 –26.2 –21.7

Koninklijke Philips Netherlands Consumer Electronics 19.2 14.32 –3.76 –51.0 –38.1

...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

BASF 33.3 27.49 5.41% –39.9% –10.1%
Germany (Commodity Chemicals)
Siemens 52.9 45.18 3.89 –56.0 –28.6
Germany (Electronic Equipment)
Diageo 41.9 9.52 3.59 –11.5 10.4
U.K. (Distillers & Vintners)
Astrazeneca 63.2 27.70 3.20 28.5 7.1
U.K. (Pharmaceuticals)
Total 129.3 42.55 3.03 –23.4 –18.7
France (Integrated Oil & Gas)
AXA 43.2 16.32 2.51 –40.7 –33.6
France (Full Line Insurance)
ENI 93.6 18.23 2.42 –22.1 –18.8
Italy (Integrated Oil & Gas)
SAP 45.6 28.53 2.39 –18.8 –21.7
Germany (Software)
Iberdrola 38.4 6.00 2.04 –48.8 7.1
Spain (Conventional Electricity)
L.M. Ericsson Tel B 21.2 55.20 1.66 –39.7 –58.8
Sweden (Telecom Equipment)
Vodafone Grp 99.0 1.08 1.50 –40.5 –25.2
U.K. (Mobile Telecom)
Novartis 131.7 58.55 1.47 –0.6 –17.1
Switzerland (Pharmaceuticals)
Daimler 31.9 25.84 1.33 –64.2 –39.5
Germany (Automobiles)
Unilever 42.4 19.28 1.18 –16.7 ...
Netherlands (Food Products)
Nestle 153.4 47.08 1.03 –11.5 20.4
Switzerland (Food Products)
UBS 43.6 17.47 0.98 –62.9 –67.0
Switzerland (Banks)
UniCredit 35.8 2.09 0.97 –61.6 –59.2
Italy (Banks)
E.ON 80.1 31.23 0.94 –30.7 25.4
Germany (Multiutilities)
Telefonica 91.7 15.20 0.93 –32.7 19.6
Spain (Fixed Line Telecom)
BP 168.6 5.20 0.92 –11.4 –17.2
U.K. (Integrated Oil & Gas)

France Telecom 66.9 19.97 0.88% –19.9% –8.2%
France (Fixed Line Telecom)
ING Groep 23.0 8.61 0.82 –68.3 –68.1
Netherlands (Life Insurance)
Assicurazioni Genli 36.4 20.12 0.80 –36.0 –14.4
Italy (Full Line Insurance)
Bayer 42.6 43.47 0.79 –20.6 34.0
Germany (Specialty Chemicals)
Deutsche Bk 20.6 30.25 0.68 –64.2 –63.0
Germany (Banks)
British Amer Tob 54.5 17.14 0.65 –1.6 29.1
U.K. (Tobacco)
Nokia 58.4 11.98 0.50 –53.9 –18.9
Finland (Telecom Equipment)
Sanofi-Aventis 79.9 47.39 0.32 –23.4 –31.4
France (Pharmaceuticals)
Credit Suisse Grp 36.8 38.10 0.26 –43.6 –38.2
Switzerland (Banks)
Royal Dutch Shell 94.7 20.83 0.14 –25.7 –19.2
U.K. (Integrated Oil & Gas)
Deutsche Telekom 65.0 11.63 ... –18.3 –20.2
Germany (Mobile Telecom)
Intesa Sanpaolo 45.9 3.03 –0.17 –42.0 –26.0
Italy (Banks)
Roche Hldg Pt. Ct. 101.6 170.00 –0.18 –11.3 –11.9
Switzerland (Pharmaceuticals)
Soc. Generale 35.4 46.80 –0.43 –51.1 –49.7
France (Banks)
GlaxoSmithKline 108.3 12.08 –0.45 1.1 –20.9
U.K. (Pharmaceuticals)
Allianz SE 37.8 65.20 –0.53 –54.7 –45.4
Germany (Full Line Insurance)
GDF Suez 99.2 35.33 –0.91 –6.8 35.7
France (Multiutilities)
HSBC Hldgs 138.8 7.36 –1.47 –13.4 –20.4
U.K. (Banks)
Barclays 23.7 1.85 –1.70 –63.0 –68.3
U.K. (Banks)
Banco Bilbao Vizcaya 45.1 9.39 –1.98 –43.2 –36.6
Spain (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 73.32% -0.03% -0.0% -45.7% -46.2%
Merger Arbitrage 132.12% 0.14% 0.1% -8.3% -9.5%
Event Driven 121.20% -0.23% -0.2% -19.1% -19.2%
Distressed Securities 126.66% 0.08% 0.1% -28.2% -29.7%

*Estimates as of 11/06/08, 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 1.37 99.24% 0.01% 1.91 1.18 1.41

Eur. High Volatility: 10/1 2.98 96.68 0.02 4.06 2.16 2.91

Europe Crossover: 10/1 7.65 92.73 0.06 9.20 5.74 7.26

Asia ex-Japan IG: 10/1 3.61 93.32 0.02 6.63 1.99 3.50

Japan: 10/1 2.40 95.87 0.02 3.23 1.58 2.19

 Note: Data as of November 7

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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Intel takes a health turn
Company is testing
technology to help
homebound patients

Retailer Circuit City
seeks court protection

By Don Clark

Intel Corp. is taking its next step
in building a business in health care,
introducing technology to help
homebound patients with chronic
medical problems.

The Silicon Valley company, at a
medical conference in New Orleans,
announced a series of trials with
health-care organizations of special-
ized hardware and software devel-
oped by the chip maker. The tests
are designed to show whether the
new tools bring improved results in
treating conditions such as diabe-
tes, hypertension and heart disease.

Intel and other computer-related
companies see big opportunities in
health care, hoping to address ineffi-
ciencies that will become more
costly as patients and caregivers get
older. Allowing more people to re-
ceive care at home can save billions
of dollars, the companies say.

Intel’s offerings—collectively
calledtheIntelHealthGuide—include
a simplified computer and software
that are designed to help elderly peo-
ple and other patients monitor and
manage their conditions at home. It
connects to medical devices such as
scales, blood-pressure monitors and
glucose readers, recording informa-
tion that can be shared with health
professionals over the Internet.

Intel also has developed soft-
ware to help staff at medical call cen-
ters to remotely monitor patients’
conditions and manage their treat-
ment; it will manage patient-moni-
toring systems for customers as
well. “We are going to do end-to-
end services,” said Louis Burns, vice

president and general manager of
the Intel Digital Health Group.

That’s a new approach for Intel,
which has been studying medical is-
sues since 1999 and kicked health-
care efforts into a higher gear in 2005.

The company ordinarily makes
components that other companies as-
sembleintosystems.Inothercases,In-
tel makes prototype designs that it of-
fers to hardware companies—includ-
ing atablet-style computer for nurses.

In managing home care, however,
Mr. Burns said health-care organiza-
tionswantacompletesystemthatcan
be customized for their needs. Intel is
discussing pricing for its latest offer-
ings, inpartbecauseeachdeployment
may differ greatly in size and scope.

But there are many obstacles. In-
tel’s Health Guide, for example, had
to be approved by the U.S. Food and
Drug Administration, a process that
took several months.

The company also hopes to de-
liver its software to patients on con-
ventional laptop and desktop com-
puters and cellphones, but each com-
bination of hardware and software
would have to go through FDA ap-

proval processes, said Eric Dish-
man, Intel’s director of product re-
search and innovation.

Who pays for such advances is an-
other issue. Medicare, which covers
many elderly patients, hasn’t yet
been willing to reimburse patients or
caregivers using remote monitoring
systems, said Marc Holland, research
director at Health Industry Insights,
a unit of research firm IDC. “Unless
and until Medicare gets on the bus, it
will be slow going,” he said.

There is also likely to be plenty of
competition—some of it aided by an
Intel-spearheaded consortium called
Continua that has been developing
standards to help medical devices ex-
change information, he added.

Still, Mr. Holland said he is “very
excited” about Intel’s new offerings
and the involvement of companies
that will test them, which include
Aetna Inc., Erickson Retirement
Communities LLC and SCAN Health
Plan. Another company, Advanced
Warning Systems Inc., said it plans
to use theIntel technologyinservices
to monitor patients such as retired
football players and war veterans.

Sun expands ‘open’ storage line

Sun’s new hardware is based on a
concept it calls “open storage.”
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By Christopher Lawton

Sun Microsystems Inc. is mak-
ing another move to expand its
small position in data storage, as
the computer maker continues to
take advantage of the “open-
source” movement that has shaken
up parts of the industry.

Sun on Monday introduced its
latest family of hardware based on a
concept it calls “open storage,”
which avoids proprietary technol-
ogy in favor of standard compo-
nents and open-source software
that can be modified by users. Sun
says the “open” approach, among
other things, makes its products
less expensive and more flexible
than competing offerings.

Sun’s new Storage 7000 Unified
Storage System—code-named Am-
ber Road—will compete with prod-
ucts from bigger storage players
like EMC Corp. and Network Appli-
ance Inc.

Sun’s storage hardware relies
heavily on what it calls the Zetta-
byte file system, which is software
that manages how data files are
named and stored. By offering ZFS
as a free open-source program, Sun
hopes to build a community of com-
panies and developers, such as ex-
ists for the open-source Linux oper-
ating system.

Sun earns revenue by selling ser-
vices around it's open-source soft-
ware, which is free to download

and use, as well as by selling re-
lated hardware.

Sun’s open storage line includes
a hybrid server-storage machine
called Thumper, introduced two
years ago. Sales of such products
are a small bright spot for a com-
pany beset lately by declining reve-
nue. In the first fiscal quarter ended
in September, for example, Sun re-
ported $25 million in open-storage
sales—nearly triple the amount in
the year-earlier period—while
Sun’s total revenue declined 7% to
$2.99 billion. “Certainly open stor-
age is one of the bright spots in the
storage industry,” says John
Fowler, executive vice president for

systems at Sun.
But the company has a long way

to go to recover from a series of
stumbles in storage. Its first-quar-
ter results included a $1.45 billion
goodwill impairment charge that re-
flects the diminished value of its
$4.1 billion acquisition of Storage
Technology Corp. in 2005, a special-
ist in tape-drive systems.

NetApp, meanwhile, sued Sun
last year, arguing that ZFS infringes
NetApp patents. Sun denied those
charges, and countersued NetApp
for patent infringement.

Andrew Reichman, senior ana-
lyst with Forrester Research Inc.,
says Amber Road offers some ad-
vances. But he says that open stor-
age doesn’t resonate with many
companies as well as competing of-
ferings, in part because the prod-
ucts don’t scale up as well for use in
large data centers. “They have not
done enough to define the use case
for their open source products,”
says Mr. Reichman.

He adds that Sun’s storage prod-
ucts will likely appeal to smaller
companies looking for cheaper
storage, pitting the company
against others in the low end of the
market such as Dell Inc.’s Equal-
Logic products.

Sun’s Mr. Fowler argues that Am-
ber Road makes it easier to deploy
storage systems into existing data
centers, and automates processes
such as recovery from breakdowns.

CORPORATE NEWS
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By Peg Brickley

U.S. electronics retailer Circuit
City Stores Inc. filed for Chapter 11
bankruptcy protection Monday in
an effort to stay ahead of lenders,
which are owed $898 million.

With store-closing sales already
in full swing at about 20% of its out-
lets, Circuit City said it has an imme-
diate need for financing. The com-
pany cited erosion of vendor confi-
dence and consumer retreat in the
face of the global economic crisis in
explaining its bankruptcy filing.

Bruce Besanko, chief financial of-
ficer of Circuit City, said in court pa-
pers that the Chapter 11 filing is an
effort to salvage a restructuring ef-
fort that has already cost thousands
of jobs. An expected $75 million tax
refund has yet to arrive, leaving the
cash-strapped retailer struggling to
make sure it has goods for the holi-
day season, Mr. Besanko said in a
court filing.

Roughly 6,800 job cuts have
been announced in connection with
Circuit City’s shuttering of 155 of its
721 U.S. locations.

Circuit City will ask the U.S. Bank-
ruptcy Court in Richmond, Va., for
permission to roll its existing bank
debt into a Chapter 11 loan, in order
to free up cash to stock the shelves,
according to court papers.

In what is becoming a familiar
pattern in retail bankruptcies, the
company’s existing lenders, led by
Bank of America Corp., will finance

the bankruptcy, as long as the new
loan they makes is used to pay off
their existing loans. Circuit City will
get a $1.1 billion loan to keep its
doors open through the holiday sea-
son. The amount available under
the bankruptcy loan will be cut to
$900 million on Dec. 29.

The retail chain is struggling to
stay alive as it enters what is ex-
pected to be a grim Christmas shop-
ping season. It has posted only one
profitable quarter since 2007, and
was down to $92.5 million in cash
and equivalents in the latest quar-
ter. Last week the company dis-
closed that its vendors were tighten-
ing credit terms and that an audit of
its inventory found that it was
worth less than the company ex-
pected.

Circuit City—the U.S.’s second-
largest consumer electronics chain
by revenue behind Best Buy
Co.—cited “the widespread liquid-
ity crisis among all major banks and
other lending institutions through-
out the country” in arguing for
court approval of the Chapter 11
loan.

The company has two years of
losses under its belt, including a
$404 million loss for the six months
ended in August.

Circuit City’s Canadian opera-
tions are being placed under the pro-
tection of insolvency courts as well,
according to court papers.
 —Miguel Bustillo

contributed to this article.

Intel has developed a
specialized computer
and software to help
manage patients'
health at home.
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Capital ratios helped mask looming crisis
Banks’ problems
were rooted in debt;
using leverage ratios

Nasdaq OMX overhaul plan
leads to officers’ departures

Leverage
 ratio*

Tier 1  
capital ratio

Bank of America† 19.5x 9.6%

Citigroup 18x 10.2%

JP Morgan 18.7x 10.8%

Goldman Sachs 16.7x 16.6%

Barclays 28.6x 10.2%

Deutsche Bank 42.3x 10%

UBS 35.7x 12.6%

Credit Suisse 31.2x 13.7%

In different lights
One big problem with 
the Tier 1 capital ratio 
as a measure of capital 
strength is that it 
sometimes misses the 
level of a bank’s leverage,
which the leverage ratio 
tracks more closely. 

*Tangible assets/tangible equity
†Proforma with Merrill Lynch

Source: Morgan Stanley 
Note: Data as of Oct. 20.
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By Renée Schultes

F EW MEASURES OF the scale
of the financial crisis have
been as overlooked as the le-

verage ratio, but it’s making a come-
back.

Some market participants com-
plain that a focus, especially among
European regulators, on the Tier 1
capital ratio as a measure of the
strength of a bank’s balance sheet
gave some banks an unduly healthy
glow. After all, it was leverage,
rather than a lack of capital, that
brought havoc to the European
banking system.

In recent years, banks accumu-
lated large holdings of assets in their
trading books, which turned out to
be less liquid than they thought. As
those assets were held in the trading
book, they demanded lower capital
requirements than those in the bank-
ing book, which meant banks
weren’t forced to accumulate more
capital but could continue to expand
balance-sheet assets.

The process of winding down
that leverage is proving more pain-
ful for some banks than others. The
leverage ratio fully captures the ex-

tent that a bank might have to
deleverage, while the Tier 1 capital
ratio, for all its uses, doesn’t.

Before the crisis, for instance,
UBS AG had one of the strongest
Tier 1 capital ratios of any bank, but
the size of its balance sheet, which
had grown 41% to 2.5 trillion Swiss
francs ($2.1 trillion) between 2004
and its peak last June, wasn’t fully
reflected in this metric. While
shrinking that balance sheet, UBS
Investment Bank has shed $700 bil-
lion in assets since last June, which
as Chief Financial Officer John
Cryan said last week, was the equiv-
alent of a midsize investment bank
in its own right.

The most frequently used lever-
age ratio is Tier 1 leverage, which is
a measure of a bank’s Tier 1 capital
to average tangible assets. The
higher the Tier 1 leverage ratio, the
lower the bank’s leverage.

The Tier 1 capital ratio, on the
other hand, is Tier 1 capital divided
by risk-weighted assets. The ratio
was developed in the so-called Basel
II accords so banks could better
align the amount of capital they re-
quired with the risk they were tak-
ing, and European regulators, with
the exception of the Swiss regulator,
focus almost exclusively on them.

This focus has meant that trou-
bles at some banks were slow to
come to light. The experience of Bel-
gian bank Dexia SA is a case in
point. On the standard capital ratio

measure, Dexia appeared to be in
fine shape. At the end of June, it
had a Tier 1 capital ratio of 11.4%,
well above the minimum require-
ment of 4%, but on another metric
that shows the bank’s leverage, the
core-capital ratio—core capital di-
vided by all, not just risk-weighted,

assets—it looked less sound at
1.6%. Dexia was last month forced
to accept a Œ6 billion ($7.7 billion)
bailout from the Belgian and
French governments.

Karel Lannoo, chief executive of
the Centre for European Policy
Studies, a Brussels-based think
tank, believes European supervi-
sors focused too narrowly on the
risk-weighted capital ratio as pro-
posed by the Basel Committee. He
says that regulators should comple-
ment their use of Tier 1 capital ra-
tios with other measures, including
leverage ratios.

Swiss and U.S. regulators have
gone the furthest in using leverage
ratios to monitor the health of their
financial systems.

Credit Suisse Group has agreed
with Switzerland’s banks regulator
to maintain a capped leverage ratio
at a certain level, although it has

yet to say what that level is. UBS
has yet to agree with the Swiss regu-
lator on an appropriate leverage ra-
tio for its business.

But Marcel Rohner, chief execu-
tive of UBS, expressed approval for
the use of the measure in August.
“We believe that the fundamental
notion that a growing balance sheet
should go along with a growing eq-
uity base has merit. And that’s why
we believe that directionally these
discussions make sense,” he said.

U.S. regulators use at least
three measures to analyze the
soundness of banks. They use Tier
1 capital divided by risk-weighted
assets, total capital divided by risk-
weighted assets and Tier 1 capital
divided by total assets, which is
the bank leverage ratio.

“Even the simple leverage ratio
conveys a lot of information, but
the most effective move would be
to also present a managed lever-
aged ratio, which takes all the secu-
ritizations and puts them back on
balance sheet,” said Joseph Mason,
professor of banking at Louisiana
State University and financial indus-
try specialist at Empiris Econom-
ics. “That would set up a departure
from Basel II, as we would start
measuring performance vis-à-vis
an array of ratios and not just a sin-
gle capital ratio.”

Using data on securitizations
from www.absnet.net, an asset-
backed securities Web site, Prof. Ma-
son estimated that inclusion of secu-
ritizations on the balance sheet
would increase Bank of America
Corp.’s leverage ratio from 11.7
times to 17.3 times, Citigroup Inc.’s
from 19.3 times to 23.7 times and
J.P. Morgan Chase & Co.’s from 12.7
times to 16.1 times.

“It’s merely to know what lever-
age could be in a worst-case scenario
that would be a very illustrative exer-
cise,” he said. “In asset-liability man-
agement we teach that you can im-
munize any one ratio against move-
ments, but you can’t immunize more
than one at any given time.”

By Luke Jeffs

Nasdaq OMX Group Inc. has
shaken up its Nordic trading busi-
ness, resulting in the departure of
two senior bosses from the Euro-
pean arm of the transatlantic ex-
change group.

Nasdaq OMX, which was formed
at the end of February this year, said
it plans to reorganize its Nordic busi-
ness to integrate its regional stock
and futures exchanges customer ser-
vices teams.

The shuffle includes the promo-
tion of Henrik Husman, the vice pres-
ident of products in the equities
business, to replace Jouni Toras-
virta as president of Nasdaq OMX
Helsinki. Mr. Torasvirta is leaving
the exchange after 20 years to “seek
new challenges outside the com-
pany,” according to the company’s
statement.

Bjorn Sibbern, formerly the head
of sales for the cash markets, will
take responsibility for sales across
cash and futures while Magnus Bill-

ing becomes the acting head of sur-
veillance, replacing Anders Ackebo
who is leaving the group after seven
years with the company.

Separately, Turquoise, the nine-
bank-backed trading system that
launched in September, said Mon-
day that on Friday it traded more
than 5% of the entire European mar-
ket by value for the first time.

Turquoise is one of four new plat-
forms, known as multilateral trad-
ing facilities, that have emerged to
challenge Europe’s established
stock exchanges. Nasdaq OMX
launched its European MTF last
month and U.S. market Bats Trading
went live on October 31.
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—Compiled from staff
and wire service reports.

NRG rejects Exelon bid,
casts doubt on financing
Power company says
$6.2 billion offer
undervalues its stock

Foster’s Group Ltd.
Australia’s largest brewer Fos-

ter’s Group Ltd. said the head of its
Australia and Asia Pacific division,
Jamie Odell, has resigned after nine
years with the company. Mr. Odell’s
departure comes as the company
conducts a review of its global wine
business, with the outcome ex-
pected in February. Foster’s said
pending the results of the review,
the heads of the Australian sales and
marketing functions, and the manag-
ing director of Asia-Pacific will re-
port directly to the chief executive,
Ian Johnston. “I personally thank
Jamie for his contribution in various
senior roles over nine years with the
company and sincerely wish him
well as he seeks fresh challenges in
the future,” Mr. Johnston said.

Allianz SE

Allianz SE said the soured invest-
ments at its soon-to-be-sold Dresd-
ner Bank unit cost it Œ900 million
($1.15 billion) in the third quarter.
Chief Financial Officer Helmut Per-
let said the group could face an addi-
tional Œ1 billion in impairments on
equities in the fourth quarter if
stock markets don’t recover. Still, Al-
lianz doesn’t need a capital in-
crease, Mr. Perlet said in calls with
journalists and analysts to discuss a
third-quarter net loss of Œ2.02 bil-
lion, which Allianz reported late Fri-
day. Allianz said the Œ2.6 billion hit
from Dresdner includes the bank’s
Œ1.2 billion net loss and Œ1.4 billion
in transaction-based impairments
related to the sale of the bank. Al-
lianz is selling Dresdner to Com-
merzbank AG for about Œ9.8 billion.

Audi AG

Audi AG said sales rose 7.2% in Oc-
tober to about 82,400 vehicles but an-
nounced plans to cut production dur-
ing the holiday season amid waning
demand in major auto markets. So
far, the luxury-car unit of Volks-
wagen AG has weathered the storm
in the premium-car segment better
than BMW AG and Daimler AG’s Mer-
cedes-Benz brand, thanks mainly to
strong demand for the revamped A4
model as well as relatively small expo-
sure to the troubled U.S. market. Dur-
ing the first 10 months of 2008, Audi
sold 844,700 cars, up 3.3% compared
with the same period last year. “Audi
is performing well, but our corporate
performance is increasingly influ-
enced by declining markets,” Audi
Chief Executive Rupert Stadler said.
The company confirmed its full-year
target of selling one million cars.

BNP Paribas SA

BNP Paribas SA is planning to
launch a $400 million private-equity
fundearlynextyearinanefforttotar-
get opportunities in the Arab Gulf re-
gion, the bank’s regional director for
the Gulf Cooperation Council said.
The French bank, which has been
present in the the region for around

35 years, sees a healthy pipeline of
mergers and acquisitions as well as
corporate-financedealsintheMiddle
East amid the global meltdown, said
Jean-ChristopheDurand.“Theplanis
to launch it in early 2009 as a close-
endedfundwithatargettoraise$400
million,” he added. BNP will contrib-
ute around 25% of the size of the fund
as seed money, Mr. Durand said.

Cable & Wireless PLC

Firm’s demerger plans are
put on hold amid volatility

Cable & Wireless PLC reported
first-half results at the top end of ex-
pectations and raised its full-year
guidance.Theinternationaltelecom-
municationscompanysaidthefinan-
cialcrisishasn’taffecteditsearnings
sofar.Butinlightofvolatile markets,
the company said it has put its de-
merger plans on hold. Cable & Wire-
lesshadbeenconsideringlistingsep-
arately its U.K. and international
units. Net profit fell to £115 million
($180 million) from £132 million a
year earlier, hit by restructuring
costs. Sales were up 5% at £1.65 bil-
lion.Earningsbeforeinterest,tax,de-
preciation and amortization, or
Ebitda, jumped 26% to £357 million.
Cable & Wireless raised its full-year
Ebitda forecast to £780 million from
a previously expected range of be-
tween£702millionand£725million.

CGG Veritas

CGG Veritas said it made a
friendly offer to take over Wave-
field Inseis ASA, a Norwegian com-
pany that specializes in seismic sur-
veying. The French oil and gas explo-
ration-services company said the
proposed share-exchange deal val-
ues Wavefield at $310 million. Wave-
field’s board has approved the offer.
CGG Veritas is offering one new CGG
Veritas share for every seven Wave-
field shares. It said the transaction,
if successful, will have little impact
on its debt levels. Wavefield Inseis
posted third-quarter revenue of
$110 million and an operating profit
of $37 million. It has an order book
valued at $485 million. CGG Veritas
said Wavefield’s five high-perform-
ance seismic survey vessels will
boost its capacity and will reinforce
its cash-flow generation.

Exelon Chief Executive John Rowe had said he thought that NRG’s assets would
fit nicely with his company’s.

By Merissa Marr

Sumner Redstone’s daughter,
Shari Redstone, resigned as chair-
woman of Midway Games Inc. in a
move that could be a precursor to
the media mogul’s family selling its

stake in the videogame company.
The Redstones are considering

asset sales as part of an urgent re-
structuring of their $1.6 billion
debt pile.

The family’s holding company,
National Amusements Inc., has
been in negotiations with lenders af-
ter the value of its assets tumbled in
the recent stock-market rout.

Ms. Redstone, 54 years old, said
Friday that she was resigning from
the Midway board to focus on her
role leading those negotiations.
Board member Peter Brown will suc-
ceed Ms. Redstone at Midway.

People familiar with the situation
have said Mr. Redstone may opt to
sell the family’s stakes in Midway and
slot-machine company WMS Indus-
tries Inc. as part of a restructuring.

Mr. Redstone has ruled out sell-
ing any more of the family’s hold-
ings in Viacom Inc. and CBS Corp.
after unloading $233 million of
stock when the family first discov-
ered its debt problems in October.

GLOBAL BUSINESS BRIEFSCORPORATE NEWS

Air France KLM SA
Air France-KLM SA said Monday

its passenger traffic rose 9% in Octo-
ber compared with the year-earlier
month, when a five-day strike af-
fected the airline’s flights. Exclud-
ing the strike’s impact, the year-to-
year rise in traffic would have been
about 3.6%, the Franco-Dutch air-
line said. Capacity increased 8% last
month, and load factor for the pe-
riod improved by 0.7 percentage
point to 81.3%. Air France-KLM car-
ried 6.6 million passengers last
month, up 5.7% from a year earlier.

Alitalia SpA

Cabin-crew and ground-staff
members of the Alitalia SpA unions
that still resist a new contact deal
aimed at relaunching the Italian car-
rier voted to strike for a 24-hour pe-
riod starting early Monday evening.
Protests at Rome’s Fiumicino air-
port already had caused delays and
cancellations of some 20 flights ear-
lier on Monday, according to Italy’s
civil-aviation authority, Enac. “We
are trying to safeguard as many
flights as possible,” said Vitaliano
Turrà, head of Enac’s Fiumicino of-
fice. The consortium Cia. Aerea Ital-
iana has offered to purchase Alitalia
assets and merge them with smaller
Italian rival Air One SpA as part of
efforts to save Alitalia from liquida-
tion. Four of Italy’s main unions
have signed up with CAI.
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By Rebecca Smith

Power generator NRG Energy
Inc. rejected a $6.2 billion buyout of-
fer from Chicago-based Exelon
Corp., saying the price “manifestly
undervalues” NRG. NRG also ex-
pressed doubts about whether Ex-
elon could finance the transaction.

In an unsolicited bid last month,
Exelon offered to pay a fixed ex-
change ratio of 0.485 Exelon share
for each share of NRG, which is
based in Princeton, N.J.

As recently as April, NRG shares
were selling for about $45, but they
fell to about $15 prior to the offer,
battered by the credit-market crisis
and pessimism about power sales in
a recession by unregulated genera-
tors like NRG.

On Sunday, NRG said in a letter
to Exelon that its low stock price
was an “unwarranted aberration”
that shouldn’t be regarded as a ba-
sis of a transaction.

Concerns about financing for the
deal, and the ability to finance oper-
ations in the future, appeared to be

a major factor in NRG’s response. A
person familiar with NRG’s board
discussion said this was the “worst
credit crisis in at least 50 years” and
that Exelon risked having its invest-
ment rating dragged below invest-
ment grade if it persisted in its ef-
fort to buy NRG, which has a fleet of
power plants that are performing
well but doesn’t have an investment-
grade credit rating. “There is no fi-
nancing available,” this person said.

“Exelon is disappointed that
NRG’s management and board are
not willing to discuss our attractive
offer for NRG,” said a company
spokeswoman, adding, “Our board
will review the NRG response and
we will determine our next steps.”

It is uncertain whether Exelon
will make a counteroffer. Hostile
takeovers in the power sector are
rare. Although NRG owns no regu-
lated utilities, Exelon owns two—
Commonwealth Edison in Chicago
and PECO in Philadelphia—and
state regulators often look unfavor-
ably upon transactions that appear
likely to weaken the credit rating of
utility holding companies.

Exelon is the largest nuclear op-
erator in the U.S., and a combination
of the two firms would create a pow-
erhouse with a market value of ap-
proximately $40 billion and 47,000
megawatts of generating capacity.

Redstone’s departure at Midway
raises expectations for a sale

Safilo SpA

Gucci Group NV, a unit of
France’s PPR SA, and Italy’s Safilo
SpA said Monday they have re-
newed an agreement for Safilo to
produce eyewear for the Gucci, Bot-
tega Veneta and Alexander Mc-
Queen brands. The Gucci contract
was renewed until 2018, Bottega
Veneta to 2010, and Alexander Mc-
Queen to 2013. Along with Armani,
Gucci is one of Safilo’s biggest
brands and renewing the contract
was critical for the eyewear maker’s
future. Analysts said Safilo was un-
der pressure to renew the Gucci li-
cense after rival Luxottica SpA
signed a sunglasses deal in April
with designer Stella McCartney,
also part of PPR. The agreements
are for the production and world-
wide distribution of branded frames
and sunglass collections.

Orica Ltd.

Explosives maker Orica Ltd. said
its annual net profit rose 11% on ac-
quisitions and higher sales but said
growth this fiscal year depends on
demand from the developing world.
Orica’s earnings have swelled be-
cause of productivity improve-
ments, higher sales from expanded
production, acquisitions and in-
creasing explosives demand from
miners working to supply emerging
markets with metals and coal. Earn-
ings rose to 539.6 million Australian
dollars (US$365 million)in the year
ended Sept. 30 from A$487.7 mil-
lion a year earlier. Sales increased
18% to A$6.54 billion from A$5.53
billion.

Thai Union Frozen Products

Thai Union Frozen Products
PCL’s third-quarter net profit more
than doubled to a quarterly record,
thanks to higher sales and the depre-
ciation of the baht. The company,
Thailand’s largest canned- and fro-
zen-seafood processor and exporter
by revenue, said it expects record
full-year results. Thai Union posted
third-quarter net profit of 911.9 mil-
lion baht ($26.1 million), compared
with 422.4 million baht a year ear-
lier. Sales rose 34% to 18.43 billion
baht. “If we can keep up with this
momentum, we should be able to
break our record,” said financial con-
troller Wai Yat Paco Lee. The com-
pany reiterated its 2008 sales target
of $2 billion.

OAO Uralkali

OAO Uralkali said Monday its fu-
ture would be at risk if Russia ruled
that the potash miner was culpable
for a flood two years ago. Uralkali
said it would face an “enormous fi-
nancial burden” if forced to pay dam-
ages after Russia reopened a probe
into the flood at a potash mine, of
which Uralkali was earlier cleared
of blame. Uralkali’s London-listed
shares fell 62% Monday to close at
$6.50. “We believe there are no legal
or moral grounds for making Ural-
kali responsible for the accident,”
the company said. Deputy Prime
Minister Igor Sechin last month or-
dered the country’s mining-safety
watchdog to determine the cause of
the accident and possible damages.

Zentiva NV

Zentiva NV posted a 12% in-
crease in its third-quarter net
profit, thanks to improved produc-
tivity and lower costs. The Czech
generic-drug maker, which agreed
to be acquired by its key share-
holder Sanofi Aventis SA, said net
profit rose to 259 million Czech ko-
runa ($13 million) from 231 mil-
lion koruna a year earlier. Sales
fell 3.2% to 4.82 billion koruna.
The company reiterated its 2008
outlook, calling for sales growth
of “around 20%.” Sales for the
first nine months were up 18% to
13.1 billion koruna. Zentiva Chair-
man Jiri Michal again asked share-
holders to act on Sanofi’s takeover
offer of 1,150 koruna per share,
which values the Czech company
at around Œ1.8 billion ($2.3 bil-
lion).
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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.

3.39% 10 World -a % % 175.52 0.56% –41.4% 5.28% 13 U.S. Select Dividend -b % % 619.55 0.05% –27.9%

3.34% 10 Stoxx Global 1800 182.90 0.75% –31.8% 175.06 1.01% –39.9% 4.40% 13 Infrastructure 1377.70 0.61% –24.7% 1692.13 1.38% –33.3%

4.69% 9 Stoxx 600 221.00 0.62% –39.9% 211.53 0.88% –47.0% 2.36% 8 Luxury 666.60 1.28% –40.0% 728.04 2.06% –46.9%

4.80% 9 Stoxx Large 200 241.20 0.57% –39.0% 229.68 0.83% –46.2% 2.23% 9 BRIC 50 285.90 5.01% –46.8% 351.09 5.81% –52.9%

3.93% 9 Stoxx Mid 200 186.80 0.84% –43.1% 177.87 1.10% –49.8% 7.47% 3 Africa 50 659.00 1.82% –38.9% 538.82 2.59% –45.9%

4.54% 8 Stoxx Small 200 114.90 0.88% –46.4% 109.37 1.14% –52.8% 8.80% 6 GCC 40 671.00 –2.09% –33.8% 545.92 –1.84% –41.7%

4.78% 8 Euro Stoxx 240.60 0.95% –41.7% 230.35 1.21% –48.6% 4.01% 9 Sustainability 744.30 1.52% –34.0% 804.70 1.67% –41.9%

4.88% 8 Euro Stoxx Large 200 259.90 0.94% –41.5% 247.24 1.20% –48.4% 2.76% 11 Islamic Market -a % % 1489.75 1.02% –37.1%

4.10% 9 Euro Stoxx Mid 200 212.40 0.97% –41.6% 202.01 1.23% –48.5% 3.02% 10 Islamic Market 100 1601.40 1.80% –22.0% 1754.94 1.96% –31.3%

4.72% 8 Euro Stoxx Small 200 127.40 1.03% –44.7% 121.09 1.29% –51.2% 5.96% 6 Islamic Turkey -c 1946.30 2.04% –34.6% % %

9.99% 5 Stoxx Select Dividend 30 1381.20 0.08% –54.2% 1515.15 0.34% –59.6% 2.69% 13 Wilshire 5000 % % 9445.04 0.93% –35.1%

8.25% 5 Euro Stoxx Select Div 30 1480.10 0.86% –53.2% 1629.90 1.12% –58.8% % DJ-AIG Commodity 139.20 1.24% –19.2% 129.62 1.50% –28.8%

*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 2 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.4557 2.2842 1.2372 0.1871 0.0539 0.2140 0.0148 0.3840 1.8644 0.2504 1.2228 ...

 Canada 1.1905 1.8681 1.0118 0.1530 0.0441 0.1750 0.0121 0.3140 1.5247 0.2048 ... 0.8178

 Denmark 5.8131 9.1216 4.9406 0.7470 0.2154 0.8547 0.0590 1.5334 7.4451 ... 4.8829 3.9933

 Euro 0.7808 1.2252 0.6636 0.1003 0.0289 0.1148 0.0079 0.2060 ... 0.1343 0.6559 0.5364

 Israel 3.7910 5.9486 3.2220 0.4872 0.1405 0.5574 0.0385 ... 4.8553 0.6521 3.1844 2.6042

 Japan 98.5300 154.6084 83.7413 12.6621 3.6507 14.4874 ... 25.9905 126.1923 16.9496 82.7635 67.6852

 Norway 6.8011 10.6719 5.7803 0.8740 0.2520 ... 0.0690 1.7940 8.7105 1.1700 5.7128 4.6720

 Russia 26.9897 42.3508 22.9387 3.4684 ... 3.9684 0.2739 7.1194 34.5670 4.6429 22.6709 18.5405

 Sweden 7.7815 12.2103 6.6135 ... 0.2883 1.1442 0.0790 2.0526 9.9662 1.3386 6.5363 5.3455

 Switzerland 1.1766 1.8463 ... 0.1512 0.0436 0.1730 0.0119 0.3104 1.5069 0.2024 0.9883 0.8083

 U.K. 0.6373 ... 0.5416 0.0819 0.0236 0.0937 0.0065 0.1681 0.8162 0.1096 0.5353 0.4378

 U.S. ... 1.5692 0.8499 0.1285 0.0371 0.1470 0.0101 0.2638 1.2807 0.1720 0.8400 0.6870

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 383.50 8.00 2.13% 799.25 258.50
Soybeans (cents/bu.) CBOT 948.00 27.00 2.93 1,649.00 799.50
Wheat (cents/bu.) CBOT 520.00 –1.00 –0.19% 1,284.25 430.00
Live cattle (cents/lb.) CME 92.650 –0.150 –0.16 115.325 86.875
Cocoa ($/ton) ICE-US 1,957 5 0.26 3,228 1,884
Coffee (cents/lb.) ICE-US 112.80 0.70 0.62 178.90 105.05
Sugar (cents/lb.) ICE-US 12.00 –0.01 –0.08 15.85 9.89
Cotton (cents/lb.) ICE-US 44.76 –0.84 –1.84 100.41 43.26
Crude palm oil (ringgit/ton) MDEX 1,626.00 17 1.06 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,290 26 2.06 1,706 979
Robusta coffee ($/ton) LIFFE 1,800 60 3.45 2,747 1,580

Copper (cents/lb.) COMEX 175.20 5.50 3.24 404.50 162.65
Gold ($/troy oz.) COMEX 746.50 12.30 1.68 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1022.00 25.70 2.58 2,155.00 601.00
Aluminum ($/ton) LME 2,023.00 5.00 0.25 3,340.00 1,928.00
Tin ($/ton) LME 15,100.00 300.00 2.03 25,450 11,200
Copper ($/ton) LME 4,025.00 215.00 5.64 8,811.00 3,708.00
Lead ($/ton) LME 1,425.00 –30.00 –2.06 3,532.00 1,160.00
Zinc ($/ton) LME 1,140.00 31.00 2.80 2,840.00 1,095.00
Nickel ($/ton) LME 12,100 545 4.72 34,050 9,000

Crude oil ($/bbl.) NYMEX 62.41 1.37 2.24 148.60 19.75
Heating oil ($/gal.) NYMEX 2.0056 0.0272 1.37 4.2935 1.9089
RBOB gasoline ($/gal.) NYMEX 1.3679 0.0184 1.36 3.5547 1.3150
Natural gas ($/mmBtu) NYMEX 7.419 0.451 6.47 14.546 0.117
Brent crude ($/bbl.) ICE-EU 61.11 1.63 2.74 150.25 57.74
Gas oil ($/ton) ICE-EU 629.25 6.50 1.04 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 10
Per In

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

Argentina peso-a 4.2258 0.2366 3.2995 0.3031

Brazil real 2.7418 0.3647 2.1408 0.4671
Canada dollar 1.5247 0.6559 1.1905 0.8400

1-mo. forward 1.5265 0.6551 1.1919 0.8390
3-mos. forward 1.5266 0.6550 1.1920 0.8389
6-mos. forward 1.5255 0.6555 1.1911 0.8395

Chile peso 810.01 0.001235 632.45 0.001581
Colombia peso 2931.76 0.0003411 2289.10 0.0004369
Ecuador US dollar-f 1.2807 0.7808 1 1
Mexico peso-a 16.3971 0.0610 12.8027 0.0781
Peru sol 3.9505 0.2531 3.0845 0.3242
Uruguay peso-e 30.034 0.0333 23.450 0.0426
U.S. dollar 1.2807 0.7808 1 1
Venezuela bolivar 2.75 0.363616 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.8644 0.5364 1.4557 0.6870
China yuan 8.7434 0.1144 6.8268 0.1465
Hong Kong dollar 9.9260 0.1007 7.7502 0.1290
India rupee 60.5923 0.0165 47.3100 0.0211
Indonesia rupiah 13992 0.0000715 10925 0.0000915
Japan yen 126.19 0.007924 98.53 0.010149

1-mo. forward 126.12 0.007929 98.47 0.010155
3-mos. forward 125.82 0.007948 98.24 0.010179
6-mos. forward 125.43 0.007973 97.93 0.010211

Malaysia ringgit-c 4.5435 0.2201 3.5475 0.2819
New Zealand dollar 2.1574 0.4635 1.6845 0.5937
Pakistan rupee 103.036 0.0097 80.450 0.0124
Philippines peso 62.020 0.0161 48.425 0.0207
Singapore dollar 1.9037 0.5253 1.4864 0.6728
South Korea won 1703.40 0.0005871 1330.00 0.0007519
Taiwan dollar 41.989 0.02382 32.785 0.03050
Thailand baht 44.692 0.02238 34.895 0.02866

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

Euro zone euro 1 1 0.7808 1.2807
1-mo. forward 1.0018 0.9982 0.7822 1.2785
3-mos. forward 1.0037 0.9963 0.7837 1.2761
6-mos. forward 1.0055 0.9946 0.7851 1.2738

Czech Rep. koruna-b 25.244 0.0396 19.710 0.0507
Denmark krone 7.4451 0.1343 5.8131 0.1720
Hungary forint 267.38 0.003740 208.77 0.004790
Norway krone 8.7105 0.1148 6.8011 0.1470
Poland zloty 3.7204 0.2688 2.9049 0.3443
Russia ruble-d 34.567 0.02893 26.990 0.03705
Slovak Rep. koruna 30.4799 0.03281 23.7985 0.04202
Sweden krona 9.9662 0.1003 7.7815 0.1285
Switzerland franc 1.5069 0.6636 1.1766 0.8499

1-mo. forward 1.5065 0.6638 1.1763 0.8502
3-mos. forward 1.5041 0.6648 1.1744 0.8515
6-mos. forward 1.5018 0.6659 1.1726 0.8528

Turkey lira 1.9740 0.5066 1.5413 0.6488
U.K. pound 0.8162 1.2252 0.6373 1.5692

1-mo. forward 0.8175 1.2233 0.6383 1.5668
3-mos. forward 0.8190 1.2211 0.6394 1.5639
6-mos. forward 0.8206 1.2186 0.6407 1.5608

MIDDLE EAST/AFRICA
Bahrain dinar 0.4829 2.0708 0.3771 2.6522
Egypt pound-a 7.0761 0.1413 5.5250 0.1810
Israel shekel 4.8553 0.2060 3.7910 0.2638
Jordan dinar 0.9077 1.1016 0.7088 1.4109
Kuwait dinar 0.3460 2.8902 0.2702 3.7016
Lebanon pound 1922.41 0.0005202 1501.00 0.0006662
Saudi Arabia riyal 4.8019 0.2083 3.7493 0.2667
South Africa rand 12.8002 0.0781 9.9943 0.1001
United Arab dirham 4.7041 0.2126 3.6729 0.2723

SDR -f 0.8600 1.1628 0.6715 1.4892

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 600 220.96 1.36 0.62% –39.4% –39.9%

 9 DJ Stoxx 50 2299.36 15.14 0.66 –37.6% –37.6%

 8 Euro Zone DJ Euro Stoxx 240.61 2.26 0.95 –42.0% –41.7%

 9 DJ Euro Stoxx 50 2625.84 23.30 0.90 –40.3% –39.0%

 6 Austria ATX 2071.58 –25.85 –1.23% –54.1% –54.7%

 7 Belgium Bel-20 2187.89 31.30 1.45 –47.0% –46.0%

 7 Czech Republic PX 903.6 9.9 1.11 –50.2% –50.4%

 10 Denmark OMX Copenhagen 269.58 7.50 2.86 –39.9% –42.5%

 9 Finland OMX Helsinki 6213.77 61.62 1.00 –46.4% –47.9%

 8 France CAC-40 3505.75 36.63 1.06 –37.6% –36.7%

 11 Germany DAX 5025.53 87.07 1.76 –37.7% –35.6%

 … Hungary BUX 13015.33 26.48 0.20 –50.4% –50.8%

 2 Ireland ISEQ 2853.45 26.71 0.94 –58.9% –60.1%

 7 Italy S&P/MIB 22077 166 0.76 –42.7% –42.2%

 4 Netherlands AEX 267.13 1.41 0.53 –48.2% –47.4%

 7 Norway All-Shares 304.60 1.11 0.37 –46.6% –47.3%

 17 Poland WIG 28819.98 392.68 1.38 –48.2% –49.7%

 10 Portugal PSI 20 6690.99 22.19 0.33 –48.6% –49.6%

 … Russia RTSI 812.58 51.96 6.8% –64.5% –63.8%

 7 Spain IBEX 35 9293.8 –49.7 –0.53% –38.8% –41.1%

 15 Sweden OMX Stockholm 214.34 2.01 0.95 –39.1% –41.2%

 12 Switzerland SMI 6090.62 82.46 1.37 –28.2% –27.9%

 … Turkey ISE National 100 26797.90 149.73 0.56 –51.7% –50.5%

 8 U.K. FTSE 100 4403.92 38.96 0.89 –31.8% –30.5%

 10 ASIA-PACIFIC DJ Asia-Pacific 93.63 2.81 3.09 –40.8% –41.4%

 … Australia SPX/ASX 200 4107.8 56.5 1.39 –35.2% –36.4%

 … China CBN 600 14268.98 988.12 7.44 –65.6% –62.0%

 9 Hong Kong Hang Seng 14744.63 501.20 3.52 –47.0% –46.7%

 11 India Sensex 10536.16 571.87 5.74 –48.1% –43.8%

 … Japan Nikkei Stock Average 9081.43 498.43 5.81 –40.7% –40.2%

 … Singapore Straits Times 1885.02 21.53 1.16 –45.6% –45.8%

 11 South Korea Kospi 1152.46 17.97 1.58 –39.3% –40.1%

 11 AMERICAS DJ Americas 232.26 –1.46 –0.62 –38.4% –37.9%

 … Brazil Bovespa 36733.53 68.42 0.19 –42.5% –40.5%

 11 Mexico IPC 19950.41 85.19 0.43 –32.5% –29.9%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of November 7, 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* 231.87 1.51%–42.5% –45.8%

3.70% 11 World (Developed Markets) 939.28 1.53%–40.9% –44.2%

3.40% 12 World ex-EMU 110.54 1.43%–38.9% –42.6%

3.50% 11 World ex-UK 937.28 1.56%–40.2% –43.3%

4.80% 9 EAFE 1,241.58 0.16%–44.9% –48.0%

4.20% 8 Emerging Markets (EM) 564.76 1.27%–54.7% –57.8%

5.30% 8 EUROPE 76.86 1.75%–39.7% –43.4%

5.80% 8 EMU 140.09 2.12%–49.9% –51.4%

5.20% 9 Europe ex-UK 83.57 1.97%–40.1% –42.8%

7.20% 7 Europe Value 85.91 1.73%–43.3% –47.9%

3.60% 10 Europe Growth 66.84 1.78%–36.0% –38.7%

5.00% 8 Europe Small Cap 116.57 0.38%–45.8% –52.5%

4.20% 5 EM Europe 204.94 0.39%–57.4% –56.9%

5.60% 7 UK 1,296.82 2.17%–32.5% –35.4%

5.30% 8 Nordic Countries 111.66 2.16%–45.8% –50.2%

3.20% 4 Russia 530.15 0.99%–64.7% –62.5%

4.90% 10 South Africa 516.08 –0.72%–27.6% –32.9%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 247.66 0.71%–53.2% –57.7%

2.80% 11 Japan 545.78 –3.46%–41.9% –47.0%

3.70% 8 China 35.69 2.86%–58.2% –65.3%

1.80% 11 India 384.96 2.34%–55.0% –52.5%

2.70% 8 Korea 317.03 3.53%–38.7% –43.2%

7.90% 8 Taiwan 179.51 0.60%–46.2% –52.9%

2.80% 15 US BROAD MARKET 1,009.64 2.77%–36.7% –40.1%

2.10% 28 US Small Cap 1,263.49 2.11%–36.3% –41.2%

3.70% 8 EM LATIN AMERICA 2,139.56 1.08%–51.4% –53.7%

*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
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Obama poised to roll back
orders on drilling, stem cells

Economists push leaders to act

Obama and Bush meet at White House
First couple greets successor and wife in continuation of transition tradition; shades of Eisenhower-Kennedy
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U.S. President-elect Barack Obama, left, and President George W. Bush met privately at the Oval Office on Monday.

By Jonathan Weisman

President-elect Barack Obama
will likely use his executive powers
after taking office to block new drill-
ing leases on environmentally sensi-
tive land in Utah and to allow federal
funding of stem-cell research, put-
ting a quick mark on policy making.

“There’s a lot the president can
do using his executive authority
without waiting for congressional
action,” John Podesta, head of Mr.
Obama’s transition team, said on
“Fox News Sunday.”

Mr. Podesta said Mr. Obama is “a
transformational figure” and that the
support he received among voters in
some Republican states and conserva-
tive counties gives him a mandate to
pursue his agenda aggressively.

Rolling back executive orders is-
sued by the Bush administration
could give Mr. Obama a fast way to
put his mark on policy making after
he takes office, as past presidents
have. Other Bush-era executive or-
ders that Mr. Obama could reverse
include a ban on federal aid to fam-
ily-planning organizations that
counsel women on abortion, and a
decision in December that restricts

California in regulating greenhouse-
gas emissions from cars.

The Bush administration has
been rushing to implement regula-
tions before Mr. Obama takes office.
Unlike with executive orders, some of
these would take longer to roll back.

One Bush-era measure Mr.
Obama is likely to address quickly
are the new oil and gas leases ap-
proved recently by the Department
of Interior that would open up for
drilling land near Arches and Can-
yonlands national parks in southern
Utah’s desert. Environmentalists
said drilling in the area could dam-
age the parks and surrounding land.

Mr. Obama could also lift restric-
tions placed by President George W.
Bush on the type of stem-cell research
that can be funded with federal dol-
lars. Democratic congressional lead-
ers have vowed to push a twice-ve-
toed stem-cell research bill as one of
the first acts of the next Congress.

Mr. Podesta and other top Obama
aides fanned out on the Sunday news
talk shows, suggesting that after
Tuesday’s electoral sweep, the in-
coming administration would begin
to try to influence policy making be-
fore January’s inauguration.

ECONOMY&POLITICS

By Justin Lahart

Days before world leaders con-
vene in Washington, they are get-
ting a raft of advice from academic
economists on addressing the finan-
cial crisis.

A number of the 20 nations that
will gather at the summit hosted by
U.S. President George W. Bush have
tried to temper expectations for im-
mediate solutions. Governments
have yet to coordinate a long-term
policy response to the economic
and financial woes gripping the
world.

However, academic economists
are trading ideas across the world
at a furious pace. Their latest effort:
a salvo of 17 essays aimed at moving
members of the Group of 20 large
economies to act quickly on stabiliz-
ing the economy when they meet on
Friday.

The essayists agree that govern-
ments need to act more quickly than
they have to recapitalize banks,
guarantee cross-border bank
claims, restructure nonperforming
assets and extend support to coun-
tries in crisis.

There also is wide agreement
among the economists on the need
to strengthen existing institutions,

such as the International Monetary
Fund, so they have adequate tools to
deal with crises as they arise.

Unlike past crises, when econo-
mists’ analyses of what went wrong
came to light long after the troubles
subsided, academics have been at-
tacking this one in real time. Lever-
aging professional networks and
the Internet, they are sharing, vet-
ting and disseminating ideas
quickly.

To be sure, history suggests it is
unwise to expect much out of a meet-
ing like the coming G-20 summit.
But there is a danger in doing noth-
ing, say Barry Eichengreen, a Univer-
sity of California, Berkeley econo-
mist, and Richard Baldwin, an econo-
mist at the Graduate Institute of In-
ternational Economics in Geneva.

Messrs. Eichengreen and Bald-
win assembled the collection of es-
says on the summit released Mon-
day on VoxEU.org, the Internet por-
tal of the Centre for Economic Pol-
icy Research, a European economic-
research network Mr. Baldwin
leads.

“Signs that our leaders are be-
reft of ideas and unable to agree to
priorities will tell investors that the
future will resemble the recent
past,” the two economists say in
their introduction to the essays.

“They need to coordinate their in-
itiatives,” Messrs. Eichengreen and
Baldwin say in the introduction.
“They need to move fast. There is no
mystery about how to go about
this.”

In the collection, several essay-
ists offer creative ideas about how
to regulate financial institutions
across borders. Mr. Eichengreen ar-
gues for a World Financial Organiza-
tion, modeled on the World Trade
Organization. At the same time,
economists worry that countries
may overregulate financial institu-
tions and raise protectionist barri-
ers in response to the crisis—a re-
sponse they say would impede the
global economy in the long run.

Messrs. Eichengreen and Bald-
win put together a similar group of
essays before the Group of Seven
summit in October. While nothing in
the way of policy prescriptions
came out of that meeting, the book
generated about 30,000 downloads.

That initial effort came together
in little more than a day. This time,
the two economists had a longer
lead time and were able to draw
from a deeper pool of experts, in-
cluding Stanford University Nobel
laureate Michael Spence and Yale
University’s Ernesto Zedillo, the
former president of Mexico.

ASSOCIATED PRESS

WASHINGTON—U.S. President-
elect Barack Obama and President
George W. Bush met Monday for
their first face-to-face meeting, an
Oval Office session that comes dur-
ing a historic shifting of power to a
new administration.

Mr. Obama and his wife, Michelle,
arrived at the South Portico 11 min-
utes early, with Mr. Bush and first
lady Laura Bush waiting for them.
Mrs. Bush and Mrs. Obama enjoyed a
warm greeting, while the president
and his successor exchanged smiles
and a handshake.

Taking a bit of prerogative, the
president-elect put his left hand on
Mr. Bush’s back as the two couples
entered the Diplomatic Reception
Room.

Messrs. Bush and Obama
strolled along the Colonnade and
waved for the cameras. The presi-
dent and the president-elect then
headed into the Oval Office to talk
about the future of the country.

It was the president-elect’s first
visit to the White House since his
landslide election victory—and his
first visit ever to the Oval Office.

Mr. Obama’s arrival had the look
of a foreign head-of-state visit, al-
though there were no fife and drum
bands, speeches or official pag-
eantry.

Mrs. Bush was to give Mrs.
Obama a tour of the first family’s liv-
ing quarters, including the bed-
rooms used by children of past presi-
dents.

Even before their meeting, the
outgoing and incoming first ladies
had established the beginnings of a
rapport. When Mrs. Bush defended
Mrs. Obama against campaign crit-
ics earlier this year, Mrs. Obama sent
the first lady a note of thanks. She
has praised the first lady for her
“calm, rational approach.”

Ahead of the meeting, Mr.
Obama told reporters last week that
he was headed to the White House
meeting with “a spirit of bipartisan-
ship.”

Mr. Bush invited Mr. Obama for
the private talk, a rite of passage be-
tween presidents and successors
that extends for decades. Mr. Bush,
who had endorsed the Republican
nominee, Sen. John McCain, lauded
Mr. Obama’s victory as a “triumph
of the American story.”

Mr. Obama, in turn, thanked Mr.
Bush for being gracious. The presi-
dent-elect has made clear to the peo-
ple of the U.S. and those watching
around the world that there is only
one president at a time, and for now

it is Mr. Bush. Mr. Obama is in the
transition to power but doesn’t as-
sume the presidency until Jan. 20.

Josh Bolten, Mr. Bush’s chief of
staff, said Messrs. Bush and Obama
would be the only ones in the room
when they met.

“I know the president will want
to convey to President-elect Obama
his sense of how to deal with some
of the most important issues of the
day,” Mr. Bolten said. “But exactly
how he does that, I don’t know, and I
don’t think anybody will know.”

Unlike the incoming president,
Mr. Bush knew his way around the
Oval Office by the time he was
elected in 2000 because his father
had been president. Still, like many

before them, President Bill Clinton
and President-elect Bush had their
own private meeting, keeping up a
tradition that temporarily puts the
presidency above politics.

Monday’s meeting followed a
hard-fought campaign in which one
of Mr. Obama’s most effective strate-
gies was to rail against the “failed
policies” of Mr. Bush.

Such meetings are often emo-
tional for both the incoming and out-
going presidents. Although the for-
mal transfer of power is still more
than two months away, the “psycho-
logical transfer occurs then,”
former Vice President Walter Mon-
dale once said.

As significant as the first meeting
can be, it isn’t mentioned in the Con-

stitution or federal law, so there are
no rules governing it.

Discussing past meetings be-
tween outgoing and incoming presi-
dents, presidential historian Leo
Ribuffo of George Washington Uni-
versity said, “They’ve been bad, and
they’ve been good and they’ve been
in the middle.”

One of the most analogous trans-
fers of power to the Bush-Obama
transition occurred when 70-year-
old Dwight Eisenhower, a Republi-
can, made way after two terms for
43-year-old John F. Kennedy, a Dem-
ocrat whom the president had de-
rided as a “young whippersnapper”
and “this young genius.”

After the three-hour meeting, an
aide later described Eisenhower as
“overwhelmed by Sen. Kennedy, his
understanding of the world prob-
lems, the depth of his questions, his
grasp of the issues and the keenness
of his mind.”

Itwasn’tallaboutweightymatters
of policy, though. Eisenhower also
showed Kennedy how to use the panic
button that would bring a helicopter
to the back lawn. Eisenhower demon-
strateditsuse,and“Kennedywatched
the fluttering helicopter coming
down outside the windows within a
few minutes,” Kennedy aide Kenneth
P. O’Donnell later wrote.

Mr. Bush, for his part, set the
stage for an amiable meeting with
Mr. Obama when he praised his elec-
tion as “a testament to hard work,
optimism and faith in the enduring
promise of our nation.” Mr. Bush
has promised to help make “Ameri-
ca’s first wartime presidential tran-
sition in four decades” as seamless
as possible.

“I can’t remember as generous a
statementaboutawinneroftheoppo-
sitepartythan thatofBushonthehis-
toric significance of Obama’s win,”
said Fred Greenstein, a professor of
politics at Princeton University.
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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 11/07 USD 53.15 –66.6 –67.8 –34.7
LG India EA EQ MUS 11/06 USD 32.74 –65.0 –62.7 –21.8
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 11/07 EUR 30.68 –58.0 –62.3 –28.5
MP-TURKEY.SI OT OT SVN 11/07 EUR 21.20 –58.4 –59.2 –29.0

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 11/10 USD 111.06 –52.9 –55.8 –16.6
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/10 USD 106.72 –53.4 –56.2 –17.3
PF (LUX)-Biotech-Pca OT EQ LUX 11/07 USD 292.58 –12.1 –16.3 0.8
PF (LUX)-CHF Liq-Pca CH MM LUX 11/07 CHF 123.82 1.5 1.8 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/07 CHF 95.57 1.5 1.8 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/07 EUR 125.99 –43.4 –44.6 –22.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/07 USD 76.90 –43.8 –43.8 –14.8
PF (LUX)-East Eu-Pca EU EQ LUX 11/07 EUR 182.86 –64.4 –63.5 –31.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 11/10 USD 93.92 –59.3 –61.2 –21.6
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 11/07 EUR 84.96 –37.8 –39.6 –19.6
PF (LUX)-EUR Bds-Pca EU BD LUX 11/07 EUR 370.78 2.6 1.1 0.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/07 EUR 291.18 2.6 1.1 0.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/07 EUR 123.43 –5.9 –7.0 –3.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/07 EUR 89.98 –5.9 –7.0 –3.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/07 EUR 97.13 –32.2 –34.2 –18.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/07 EUR 62.82 –32.2 –34.2 –18.7
PF (LUX)-EUR Liq-Pca EU MM LUX 11/07 EUR 134.05 3.2 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/07 EUR 100.13 3.2 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/07 EUR 334.98 –45.1 –47.2 –24.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/07 EUR 112.59 –38.9 –41.7 –22.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/07 USD 173.30 –13.6 –13.0 –3.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX NA NA NA.00 NS NS NS
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 11/07 USD 13.10 –46.1 –46.0 –23.1
PF (LUX)-Gr China-Pca AS EQ LUX 11/10 USD 211.69 –50.5 –52.9 –8.2
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 11/10 JPY 8740.69 –38.5 –39.0 –23.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/10 JPY 7965.74 –40.6 –43.1 –28.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/10 JPY 7782.32 –40.9 –43.4 –28.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/10 JPY 4229.94 –38.6 –40.4 –27.2
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/10 USD 170.02 –46.7 –49.2 –13.2
PF (LUX)-Piclife-Pca CH BA LUX 11/07 CHF 707.81 –16.7 –18.2 –8.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/07 EUR 48.10 –37.4 –39.3 –20.8
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/06 USD 30.43 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/07 USD 72.14 –35.4 –39.0 –15.1
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/07 EUR 359.48 –41.8 –46.6 –21.4
PF (LUX)-US Eq-Ica US EQ LUX 11/07 USD 82.68 –35.8 –35.9 –15.5
PF (LUX)-USA Index-Pca US EQ LUX 11/07 USD 74.50 –35.8 –36.0 –16.8
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/07 USD 490.87 4.0 5.7 5.3

PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/07 USD 370.87 4.0 5.7 5.3
PF (LUX)-USD Liq-Pca US MM LUX 11/07 USD 129.93 2.3 2.8 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 11/07 USD 87.59 2.3 2.9 3.8
PF (LUX)-Water-Pca GL EQ LUX 11/07 EUR 114.49 –26.7 –26.3 –11.5
PF (LUX)-WldGovBds-Pca GL BD LUX 11/07 USD 148.66 1.0 1.1 4.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/07 USD 125.80 1.0 1.1 4.8
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 11/07 USD 8.08 –44.2 –47.3 –21.9
Japan Fund USD JP EQ IRL 11/10 USD 13.02 –22.7 –25.0 –13.9

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 11/07 EUR 613.75 –37.6 –39.3 NS
Core Eurozone Eq B EU EQ IRL 11/07 EUR 699.41 NS NS NS
Euro Fixed Income A EU BD IRL 11/07 EUR 1138.30 –8.9 –10.2 –6.1
Euro Fixed Income B EU BD IRL 11/07 EUR 1206.87 –8.4 –9.6 –5.5
Euro Small Cap A EU EQ IRL 11/07 EUR 971.98 –44.8 –49.5 –28.1
Euro Small Cap B EU EQ IRL 11/07 EUR 1034.03 –44.5 –49.2 –27.6
Eurozone Agg Eq A EU EQ IRL 11/07 EUR 538.80 –43.7 –45.4 NS
Eurozone Agg Eq B EU EQ IRL 11/07 EUR 769.06 –43.4 –45.1 –22.9
Glbl Bd (EuroHdg) A GL BD IRL 11/07 EUR 1197.30 –7.4 –7.2 –3.5
Glbl Bd (EuroHdg) B GL BD IRL 11/07 EUR 1262.15 –6.9 –6.6 –2.9
Glbl Bd A EU BD IRL 11/07 EUR 1026.69 1.8 1.8 –2.5
Glbl Bd B EU BD IRL 11/07 EUR 1085.60 2.4 2.4 –1.9
Glbl Real Estate A OT EQ IRL 11/07 USD 706.77 –44.4 –48.9 –25.8
Glbl Real Estate B OT EQ IRL 11/07 USD 723.64 –44.1 –48.6 –25.4
Glbl Real Estate EH-A OT EQ IRL 11/07 EUR 676.64 –42.3 –46.3 –26.5
Glbl Real Estate SH-B OT EQ IRL 11/07 GBP 64.32 –41.4 –45.2 –25.0
Glbl Strategic Yield A EU BD IRL 11/07 EUR 1181.14 –21.0 –21.8 –9.9
Glbl Strategic Yield B EU BD IRL 11/07 EUR 1255.29 –20.5 –21.3 –9.4
Japan Equity A JP EQ IRL 11/07 JPY 10518.00 –43.4 –47.2 –28.1
Japan Equity B JP EQ IRL 11/07 JPY 11134.00 –43.1 –46.8 –27.7
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/07 USD 1296.13 –51.0 –54.3 –17.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/07 USD 1373.53 –50.8 –54.0 –17.3
Pan European Eq A EU EQ IRL 11/07 EUR 794.72 –41.5 –43.4 –23.1
Pan European Eq B EU EQ IRL 11/07 EUR 841.44 –41.3 –43.1 –22.6
US Equity A US EQ IRL 11/07 USD 695.05 –40.1 –40.3 –17.8
US Equity B US EQ IRL 11/07 USD 739.08 –39.8 –40.0 –17.3
US Small Cap A US EQ IRL 11/07 USD 1028.60 –40.1 –41.6 –19.7
US Small Cap B US EQ IRL 11/07 USD 1094.44 –39.8 –41.3 –19.2

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 11/10 JPY 48.63 –45.7 –46.5 –26.3
Choice NthAmChance/Risk US EQ LUX 11/10 USD 3.05 –41.6 –39.6 –19.6
Europe 2 Fd EU EQ LUX 11/10 EUR 0.80 –44.8 –45.6 –24.0
Europe 3 Fd EU EQ LUX 11/10 GBP 2.89 –38.5 –36.3 –15.8
Global Chance/Risk Fd GL EQ LUX 11/10 EUR 0.55 –30.4 –31.6 –17.3
Global Fd GL EQ LUX 11/10 USD 1.75 –40.7 –41.2 –18.2
Intl Mixed Fd -C- NO BA LUX 11/10 USD 22.61 –32.1 –32.8 –12.6
Intl Mixed Fd -D- NO BA LUX 11/10 USD 15.95 –32.1 –32.8 –11.5
Wireless Fd OT EQ LUX 11/10 EUR 0.11 –41.5 –42.0 –17.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 11/10 USD 4.41 –51.5 –53.6 –18.2
Currency Alpha EUR -IC- OT OT LUX 11/10 EUR 10.94 7.0 8.3 NS
Currency Alpha EUR -RC- OT OT LUX 11/10 EUR 10.89 6.7 7.8 NS
Currency Alpha SEK -ID- OT OT LUX 11/10 SEK 106.03 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/10 SEK 108.60 NS NS NS
Generation Fd 80 OT OT LUX 11/10 SEK 6.75 –28.6 –28.7 NS
Nordic Focus EUR NO EQ LUX 11/10 EUR 59.68 –39.7 NS NS
Nordic Focus NOK NO EQ LUX 11/10 NOK 64.70 NS NS NS
Nordic Focus SEK NO EQ LUX 11/10 SEK 63.37 –36.3 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 11/10 USD 0.79 –51.5 –53.6 –17.4
Choice North America Eq. Fd US EQ LUX 11/10 USD 1.47 –39.4 –37.4 –19.2
Ethical Global Fd GL EQ LUX 11/10 USD 0.65 –40.6 –41.2 –19.0
Ethical Sweden Fd NO EQ LUX 11/10 SEK 30.64 –31.2 –32.7 –15.5
Europe Fd EU EQ LUX 11/10 USD 1.71 –51.8 –52.4 –17.6
Global Equity Fd GL EQ LUX 11/10 USD 1.12 –40.6 –41.3 –17.5
Index Linked Bd Fd SEK OT BD LUX 11/10 SEK 12.59 0.8 1.4 1.5
Medical Fd OT EQ LUX 11/10 USD 2.93 –24.0 –21.7 –8.5
Short Medium Bd Fd SEK NO MM LUX 11/10 SEK 9.10 2.5 3.0 2.9
Technology Fd OT EQ LUX 11/10 USD 1.66 –41.7 –40.4 –16.9
World Fd GL EQ LUX 11/10 USD 1.71 –36.3 –37.7 –11.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 11/10 EUR 1.27 1.5 1.8 2.2
Short Bond Fd SEK NO MM LUX 11/10 SEK 21.41 2.1 2.5 2.6
Short Bond Fd USD US MM LUX 11/10 USD 2.49 1.5 2.1 3.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 11/10 SEK 9.97 –2.4 –2.3 –0.6
Alpha Bond Fd SEK -B- NO BD LUX 11/10 SEK 8.95 –2.4 –2.3 –0.6
Alpha Bond Fd SEK -C- NO BD LUX 11/10 SEK 24.99 –2.5 –2.4 –0.7
Alpha Bond Fd SEK -D- NO BD LUX 11/10 SEK 8.33 –2.5 –2.4 –0.7
Alpha Short Bd SEK -A- NO MM LUX 11/10 SEK 10.74 2.2 2.7 2.8
Alpha Short Bd SEK -B- NO MM LUX 11/10 SEK 10.07 2.2 2.7 2.8
Alpha Short Bd SEK -C- NO MM LUX 11/10 SEK 21.01 2.1 2.6 2.7
Alpha Short Bd SEK -D- NO MM LUX 11/10 SEK 8.73 2.1 2.6 2.7
Bond Fd EUR -C- EU BD LUX 11/10 EUR 1.26 3.8 3.0 1.5
Bond Fd EUR -D- EU BD LUX 11/10 EUR 0.50 3.8 3.0 1.5
Bond Fd SEK -C- NO BD LUX 11/10 SEK 39.84 5.5 5.6 3.3
Bond Fd SEK -D- NO BD LUX 11/10 SEK 11.95 4.2 4.4 2.7
Corp. Bond Fd EUR -C- EU BD LUX 11/10 EUR 1.08 –8.2 –9.4 –4.9
Corp. Bond Fd EUR -D- EU BD LUX 11/10 EUR 0.85 –8.6 –9.7 –5.2
Corp. Bond Fd SEK -C- NO BD LUX 11/10 SEK 10.53 –12.7 –13.4 –6.8
Corp. Bond Fd SEK -D- NO BD LUX 11/10 SEK 8.27 –12.5 –13.2 –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 11/10 EUR 99.01 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 11/10 SEK 106.93 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/10 SEK 987.13 NS NS NS
Flexible Bond Fd -C- NO BD LUX 11/10 SEK 20.46 3.7 4.1 3.2
Flexible Bond Fd -D- NO BD LUX 11/10 SEK 11.58 3.7 4.1 3.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/10 SEK 82.64 –22.2 –24.6 –11.1
Global Hedge I SEK -D- OT OT LUX 11/10 SEK 75.53 –24.4 –26.8 –12.4

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 11/10 SEK 17.23 –48.4 –52.5 –22.1
Europe Chance/Risk Fd EU EQ LUX 11/10 EUR 890.57 –47.6 –48.5 –26.1

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/07 USD 13.50 –59.2 –64.4 –11.3
Eq. Pacific A AS EQ LUX 11/07 USD 6.42 –53.6 –57.4 –15.0

n SGAM Fund
Bonds CHF A CH BD LUX 11/07 CHF 26.98 3.4 3.1 0.2
Bonds ConvEurope A EU BD LUX 11/07 EUR 28.42 –2.2 –2.5 2.8
Bonds Eur Corp A EU BD LUX 11/07 EUR 20.04 –8.7 –9.5 –5.1
Bonds Eur Hi Yld A EU BD LUX 11/06 EUR 14.42 –32.0 –33.8 –18.2
Bonds EURO A EU BD LUX 11/07 EUR 38.11 3.2 2.8 1.4
Bonds Europe A EU BD LUX 11/06 EUR 36.90 3.2 2.3 1.2
Bonds US MtgBkSec A US BD LUX 11/07 USD 22.84 –9.4 –9.1 –2.1
Bonds US OppsCoreplus A US BD LUX 11/07 USD 30.76 –2.3 –0.9 2.2
Bonds World A GL BD LUX 11/06 USD 36.65 –1.4 –0.4 4.7
Eq. ConcentratedEuropeA EU EQ LUX 11/07 EUR 21.51 –46.7 –48.1 –26.7
Eq. Eastern Europe A EU EQ LUX 11/07 EUR 17.22 –60.9 –61.7 –29.8
Eq. Equities Global Energy OT EQ LUX 11/07 USD 14.88 –40.9 –42.0 –9.5
Eq. Euroland A EU EQ LUX 11/07 EUR 9.63 –44.3 –45.6 –23.3
Eq. Euroland MidCapA EU EQ LUX 11/07 EUR 15.65 –46.0 –50.2 –26.8
Eq. EurolandCyclclsA EU EQ LUX 11/07 EUR 13.78 –45.6 –46.3 –18.9
Eq. EurolandFinancialA OT EQ LUX 11/07 EUR 9.99 –46.3 –47.2 –30.5
Eq. Glbl Emg Cty A GL EQ LUX 11/07 USD 5.94 –56.1 –58.8 –19.5
Eq. Global A GL EQ LUX 11/07 USD 21.46 –43.9 –45.8 –22.5
Eq. Global Technol A OT EQ LUX 11/07 USD 3.98 –43.9 –49.4 –24.2
Eq. Gold Mines A OT EQ LUX 11/07 USD 14.32 –52.2 –57.9 –24.8
Eq. Japan A JP EQ LUX 11/07 JPY 699.52 –47.2 –49.5 –31.0
Eq. Japan Sm Cap A JP EQ LUX 11/07 JPY 902.89 –47.0 –51.5 –40.0
Eq. Japan Target A JP EQ LUX 11/07 JPY 1527.82 –24.5 –29.6 –17.4
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 11/07 GBP 9.45 –44.6 –46.7 –26.2

Eq. US ConcenCore A US EQ LUX 11/07 USD 16.89 –37.1 –37.7 –16.6
Eq. US Lg Cap Gr A US EQ LUX 11/07 USD 11.76 –41.6 –43.9 –18.8
Eq. US Mid Cap A US EQ LUX 11/07 USD 20.93 –46.5 –50.2 –17.0
Eq. US Multi Strg A US EQ LUX 11/07 USD 16.80 –41.7 –44.2 –21.7
Eq. US Rel Val A US EQ LUX 11/07 USD 16.25 –43.2 –45.8 –26.0
Eq. US Sm Cap Val A US EQ LUX 11/07 USD 14.10 –43.5 –46.9 –26.9
Eq. US Value Opp A US EQ LUX 11/07 USD 14.10 –44.7 –47.5 –28.2
Money Market EURO A EU MM LUX 11/07 EUR 26.98 3.7 4.4 4.0
Money Market USD A US MM LUX 11/07 USD 15.70 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 11/10 EEK 115.58 –56.9 –59.0 –33.5
New Europe Small Cap EUR EE EQ EST 11/10 EEK 56.98 –59.1 –60.6 –33.9
Second Wave EUR EE EQ EST 11/10 EEK 103.41 –62.4 –63.2 –29.0

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/10 JPY 9088.00 –45.8 –50.2 –30.7
YMR-N Japan Fund JP EQ IRL 11/10 JPY 10159.00 –41.6 –45.6 –26.1
YMR-N Low Price Fund JP EQ IRL 11/10 JPY 13333.00 –41.6 –45.0 –28.2
YMR-N Small Cap Fund JP EQ IRL 11/10 JPY 6390.00 –48.4 –53.0 –34.1
Yuki Mizuho Gen Jpn III JP EQ IRL 11/10 JPY 4732.00 –49.1 –51.1 –29.8
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/10 JPY 5071.00 –47.8 –51.5 –32.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/10 JPY 6731.00 –46.3 –48.4 –30.9
Yuki Mizuho Jpn Gen JP EQ IRL 11/10 JPY 8619.00 –43.9 –48.3 –27.7
Yuki Mizuho Jpn Gro JP EQ IRL 11/10 JPY 6506.00 –47.3 –51.6 –31.4
Yuki Mizuho Jpn Inc JP EQ IRL 11/10 JPY 8461.00 –35.4 –38.7 –22.1
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/10 JPY 5403.00 –42.7 –45.5 NS
Yuki Mizuho Jpn LowP JP EQ IRL 11/10 JPY 11202.00 –38.2 –40.9 –24.3
Yuki Mizuho Jpn PGth JP EQ IRL 11/10 JPY 8240.00 –49.8 –52.7 –30.5
Yuki Mizuho Jpn SmCp JP EQ IRL 11/10 JPY 6244.00 –50.7 –54.4 –33.1
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/10 JPY 5395.00 –42.6 –45.1 –27.9
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/10 JPY 2595.00 –54.6 –58.9 –46.3

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/10 JPY 4649.00 –47.5 –49.0 –30.1
Yuki 77 General JP EQ IRL 11/10 JPY 6361.00 –44.6 –47.9 –28.2
Yuki 77 Growth JP EQ IRL 11/10 JPY 6439.00 –47.5 –51.9 –32.0
Yuki 77 Income AS EQ IRL 11/10 JPY 5376.00 –35.9 –37.4 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/10 JPY 6774.00 –41.8 –45.8 –28.3
Yuki Chugoku Jpn Gro JP EQ IRL 11/10 JPY 5501.00 –45.5 –48.2 –26.9
Yuki Chugoku Jpn Inc JP EQ IRL 11/10 JPY 5772.00 –33.6 –36.0 –20.8
Yuki Chugoku JpnLowP JP EQ IRL 11/10 JPY 8246.00 –36.7 –40.3 –21.8
Yuki Chugoku JpnPurGth JP EQ IRL 11/10 JPY 5001.00 –42.9 –47.3 –28.0

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/10 JPY 7244.00 –43.7 –48.0 –28.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/10 JPY 4928.00 –44.1 –47.3 –27.3
Yuki Hokuyo Jpn Inc JP EQ IRL 11/10 JPY 5538.00 –34.3 –38.0 –22.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/10 JPY 4662.00 –46.0 –50.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/10 JPY 5052.00 –47.9 –51.6 –30.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/10 JPY 4772.00 –46.5 –50.1 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/10 JPY 5498.00 –42.6 –49.7 –28.1
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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 10/31 EUR 210.47 13.6 8.8 42.6
Horseman EmMkt Opp USD GL EQ USA 10/31 USD 214.41 11.9 6.9 43.5
Horseman EurSelLtd EUR EU EQ GBR 09/30 EUR 211.98 18.0 24.7 27.4
Horseman EurSelLtd USD EU EQ GBR 10/31 USD 212.14 12.9 12.4 21.6
Horseman Glbl Ltd EUR GL EQ CYM 10/31 USD 463.97 23.7 17.6 33.9
Horseman Glbl Ltd USD GL EQ CYM 10/31 USD 463.97 23.7 17.6 33.9

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

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 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 10/31 USD 182.17 10.5 14.3 13.5

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 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 10/31 USD 1346.49 NS –5.6 –12.9 –15.1 –2.1

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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M
ANY MONTHS ago—before
investment firms failed, be-

fore credit markets froze, before
the government had to lay out
$700 billion in financial rescue
money—Rahm Emanuel called
Josh Bolten.

Rep. Emanuel, head of the
Democratic caucus in the House,
had previously spent a few years
and earned a small for-
tune as an investment
banker. He had been talk-
ing with friends in the
investment community
and came away feeling
that the meltdown in the
housing market would
have far more severe
consequences than most
in Washington realized.

So he placed a call to
Mr. Bolten, the White
House chief of staff for
Republican President
George W. Bush, and delivered a
quiet, nonpartisan warning: The
administration ought to be pre-
pared for some financial prob-
lems requiring action.

The fates of the two men—
similar in age and experience,
dissimilar in temperament and
ideology—have been intertwined
ever since. Mr. Bolten remains
chief of staff for the outgoing
president; Mr. Emanuel has been
named chief of staff for Presi-
dent-elect Barack Obama.

They are two of the three key
staff figures handling what is
now recognized as one of the
most sensitive presidential tran-
sitions in modern times. The
third is John Podesta, head of
Mr. Obama’s transition team—
and himself a former White
House chief of staff.

In fact, in one of the great
twists in recent political history,
Mr. Podesta was White House
chief of staff at the end of the
Clinton administration, when he
oversaw the turnover of power
to Mr. Bolten and other incom-
ing Bush staffers. Now, Mr. Bol-
ten will return the favor.

T
HE PUBLIC FACE of the tran-
sition was on display Mon-

day, when Mr. Obama visited the
White House, shook hands with
Mr. Bush and sat down
in the Oval Office he
soon will occupy. That
the transition is, by all
accounts, going
smoothly and intelli-
gently so far owes much
to these two leaders, of
course. Mr. Bush has
chosen to rise above
months of campaign-
trail bashing of him and
ensure that his adminis-
tration provides a
smooth and thorough
handoff to Team Obama. His per-
formance will serve as a model
for future outgoing presidents.

Mr. Obama, in turn, has
shown the kind of presidential
demeanor that helped him to a
comfortable victory, and has
been careful to say the one es-
sential thing: The U.S. has only
one president at a time, and that
remains Mr. Bush.

But much of the task of trans-
ferring power during the 70
days until Mr. Obama’s inaugura-
tion will fall on the shoulders of
this staff troika—Messrs. Eman-

uel, Podesta and Bolten—that
will be on the front lines every
day. They form an intriguing
group, Washington veterans all,
with careers that have quietly
crossed paths in ways that leave
them well-suited to the assign-
ment history has dealt them.

The one who has attracted
the most attention so far is Rep.

Emanuel, who has the
most public face of the
three. He was a White
House aide to former
President Bill Clinton
who subsequently went
into the banking sector,
won a seat in Congress,
and led the Democrats’
House campaign commit-
tee when the party took
control of Congress in
2006. He since has been
the hard-charging, sharp-
tongued head of the

Democratic caucus in the House.

B
ECAUSE OF Rep. Emanuel’s
elbows-out style, much of

the instant analysis of his selec-
tion has suggested that the
Obama White House will have a
partisan tone. But that misses
the more subtle signal his choice
emits. He comes from the ideo-
logical center of the Democratic
Party, not its left wing, and some
of the issues on which he
worked most diligently in the
Clinton White House—crime leg-
islation, welfare reform, trade
agreements—were most impor-
tant to moderate and conserva-
tive Democrats and required co-
operation with Republicans.

Mr. Podesta worked with Mr.
Emanuel in the same Clinton
White House, of course. He now
runs the Center for American
Progress, which is rapidly emerg-
ing as the Democrats’ leading
policy think tank, and he was an
early backer of Sen. Joe Biden as
the vice-presidential nominee.

He is more closely attuned to
the party’s progressive wing on
the left, and Mr. Obama’s deci-
sion to pair the two suggests a
nice feel for balance, ideologi-
cally and stylistically. Mr. Podes-
ta’s style is cooler, while Mr.
Emanuel’s is hotter. The former

has strong ties to Demo-
crats in the Senate, the
latter to those in the
House.

And both of these
Democrats have career
tracks that in many
ways parallel those of
Mr. Bolten, their low-key
Republican counterpart.
Like Mr. Podesta, Mr.
Bolten earned some of
his policy experience
working as a Senate
staffer in the 1980s. Like

Mr. Emanuel, he later took a sab-
batical from politics to work in
the private investment world, as
an executive for Goldman Sachs
International in London in the
late 1990s.

Together, this transition
troika has spent a combined 23
years in the White House. At
least one of them has had a desk
there for the past 16 years. If
you wondered whether the gov-
ernment is capable of continuity
amid change, these three pro-
vide the answer.
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Josh Bolten

Grass-roots army at ready
Obama to mobilize
campaign’s backers
to push his agenda

Calls for change follow costly race

Trio cross paths again as leaders
of the White House transition

Rahm Emanuel

U.S. President-elect Barack Obama plans to leverage support from campaign backers like Lovieree Warren to push his agenda.

By Brody Mullins

And T.W. Farnam

WASHINGTON—The mountain
of money raised by this year’s politi-
cal candidates in the U.S. has
spurred campaign-finance watch-
dogs to agree on a set of principles
and start lobbying to improve the
public financing of presidential elec-
tions.

In particular, a group of seven
nonpartisan organizations wants to
require disclosure of more informa-
tion about fund-raising bundlers
and to ban joint fund-raising com-
mittees.

The 2008 federal election cycle
was the most expensive in history,
with a price tag of about $5.3 billion,
according to an estimate by the non-
partisan Center for Responsive Poli-
tics. The presidential campaign
drove the increase, with candidates
raising a total of $1.6 billion—dou-
ble the 2004 figure.

By agreeing to a single set of pri-
orities Thursday, advocates for re-
vamping campaign finance took an
important first step toward secur-
ing legislation on the issue. But they
haven’t agreed on specific propos-
als in several areas, or figured out
how to make their task a priority for
President-elect Barack Obama.

Mr. Obama was a lead sponsor of
legislation in Congress this year to
upgrade the public-financing sys-
tem, and he said on the campaign
trail that he supports campaign-fi-
nance changes. But he and congres-
sional Democrats face a crowded

agenda, touching on everything
from tax and trade policy to health-
care and labor issues.

“Everybody in town—every pos-
sible group and every possible inter-
est—is trying to get Obama’s atten-
tion,” said Meredith McGehee, a
campaign-finance lobbyist for the
Campaign Legal Center. She said en-
acting legislation will be difficult,
but revamping the campaign-fi-
nance law is essential if Mr. Obama
wants to change the culture in Wash-
ington.

The Obama campaign didn’t re-
spond to a request for comment. But
campaign spokesman Tommy

Vietor said during the campaign
that Mr. Obama “agrees with the
idea that we need to limit the influ-
ence of big donors on campaigns.”

Backers of changing campaign-fi-
nance laws believe their best
chance of getting legislation passed
is next year, while memories of this
campaign remain fresh and before
candidates begin politicking for the
2010 elections.

Mr. Obama shattered the previ-
ous record for presidential fund rais-
ing; Republican candidate Sen. John
McCain also surpassed the previous
record, by $100 million.

Candidates in both parties relied
on new and expanded loopholes to
get around the $2,300-per-person
limit on donations. In the primaries,
Republican and Democratic candi-
dates relied on bundlers who fun-
neled millions of dollars into the
election by raising money from oth-
ers in chunks of $2,300 or less.

In the general election, Messrs.
Obama and McCain established
joint fund-raising committees that
could legally accept donations of as
much as $70,000 to help the presi-
dential candidates. A recent survey
by the nonpartisan Public Citizen
found that 15% of the money raised
by Mr. Obama and 20% of Sen.
McCain’s haul came from donors
who contributed $25,000 or more to
their joint fund-raising accounts.

Banning such committees and re-
quiring more information about
bundlers are among the priorities of
the campaign-finance groups.
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The huge jump in fund-raising has 
spurred groups to try to revamp 
U.S. campaign-finance law.

*Through Oct. 20

Note: Not adjusted for inflation. Figures 
include both public and private funding for
general and primary presidential elections.

Source: U.S. Center for Responsive Politics
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By Christopher Cooper

U.S. President-elect Barack
Obama’s winning campaign was
built with a vast base of grass-roots
supporters. Now, he plans to harness
this army to help push legislation in
Washington.

Hours after his victory, Mr.
Obama emailed this note to millions
of supporters whose addresses his
campaign collected over the
21-monthcampaign:“Iwanttothank
all of you who gave your time, talent,
and passion to this campaign. We
havealotofworktodotogetourcoun-
try back on track, and I’ll be in touch
soon about what comes next.”

Obama campaign officials have
provided few hints about when Mr.
Obama will mobilize these support-
ers, or over what issues. But the abil-
ity to quickly call on millions of con-
stituents to pressure a lawmaker,
knock on doors or vote on a state ini-
tiative appears valuable.

“What the Obama candidacy has
shown is that he understood the im-
portanceand usefulnessofnewtech-
nology,” said Harold Ickes, a Demo-
cratic strategist who organized
voter data for the Obama campaign.
“It seems to me that the grass-roots
data he used to run his campaign can
be transferred into a tool to support
legislation and other initiatives.”

People close to the Obama cam-
paign said it combined its donor list
with names collected at rallies and
voter-registration drives for a total
that could top more than 10 million
names. The Obama campaign tapped
aboutfourmilliondonorsandhadtwo

orthreetimesthatnumberofsupport-
ers who knocked on doors, worked
phone banks, attended rallies or were
registered to vote by the campaign.

Obama campaign officials and
others said the supporter database
couldbeorganizedtohelpMr.Obama
influence the direction of legislation
or pressure a congressional voting
block.“Say,ifascongressman,youde-
cide to bump President Obama on an
issue. With a simple email, he could
havethenetrootsbeatingthehellout
of you back home in your district,”
said one staff member in the Demo-
cratic congressional leadership.

A person familiar with Mr.
Obama’s database said it includes in-
formation about how individual vot-
ers stand on issues, what motivated
them to participate in politics and
their main concerns. Such informa-
tioncouldbeusedtomountatargeted
campaign for or against a candidate
or a particular piece of legislation.
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Short Mat Dollar B US BD LUX 11/07 USD 7.19 –16.6 –17.9 –8.4
Short Mat Dollar B2 US BD LUX 11/07 USD 9.27 –16.6 –17.9 –8.4
Short Mat Dollar I US BD LUX 11/07 USD 7.19 –15.9 –17.0 –7.3

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 11/07 GBP 6.54 –30.9 –29.9 –15.1
Andfs. Borsa Global GL EQ AND 11/07 EUR 5.93 –38.1 –39.1 –19.2
Andfs. Emergents GL EQ AND 11/07 USD 9.88 –53.5 –55.6 –18.2
Andfs. Espanya EU EQ AND 11/07 EUR 10.81 –38.7 –41.1 –19.0
Andfs. Estats Units US EQ AND 11/07 USD 12.47 –38.6 –37.6 –17.6
Andfs. Europa EU EQ AND 11/07 EUR 6.80 –38.7 –39.3 –19.5
Andfs. Franca EU EQ AND 11/07 EUR 8.76 –37.7 –38.3 –20.4
Andfs. Japo JP EQ AND 11/07 JPY 430.75 –44.2 –47.8 –27.5
Andfs. Plus Dollars US BA AND 11/07 USD 8.51 –20.5 –21.4 –9.2
Andfs. RF Dolars US BD AND 11/07 USD 10.15 –10.4 –10.7 –4.2
Andfs. RF Euros EU BD AND 11/07 EUR 9.08 –17.8 –18.9 –10.3
Andorfons EU BD AND 11/07 EUR 12.36 –19.2 –20.6 –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 11/07 EUR 8.49 –26.8 –27.8 –14.1

Andorfons Mix 60 EU BA AND 11/07 EUR 8.50 –35.5 –35.8 –18.1

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 11/10 EUR 10.18 0.1 –0.1 1.6
DJE-Absolut P GL EQ LUX 11/10 EUR 178.45 –29.3 –29.7 –10.2
DJE-Alpha Glbl P EU BA LUX 11/10 EUR 153.30 –25.0 –25.2 –7.9
DJE-Div& Substanz P GL EQ LUX 11/10 EUR 176.95 –25.8 –27.3 –8.2
DJE-Gold&Resourc P OT EQ LUX 11/10 EUR 113.61 –39.4 –43.7 –17.3
DJE-Renten Glbl P EU BD LUX 11/10 EUR 118.17 –3.2 –4.0 –0.7
LuxPro-Dragon I AS EQ LUX 11/10 EUR 98.24 –45.7 –47.4 –5.4
LuxPro-Dragon P AS EQ LUX 11/10 EUR 96.06 –46.9 –48.6 –6.4
LuxTopic-Aktien Europa EU EQ LUX 11/07 EUR 13.64 –29.3 –28.1 –8.4
LuxTopic-Pacific AS EQ LUX 11/10 EUR 9.30 –56.7 –57.7 –23.9

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 11/10 EUR 46.84 –57.3 –57.4 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 11/06 USD 46.17 –62.6 –64.1 NS
(Lux) Russian EUR EE EQ LUX 11/10 EUR 42.89 –62.3 –61.8 NS

(Lux) Russian USD EE EQ LUX 10/31 USD 40.26 –68.6 –67.7 NS
Balkan Fund EE EQ SWE 11/10 SEK 12.83 –61.5 –60.6 –24.5
Baltic Fund EE EQ SWE 11/10 SEK 41.65 –43.5 –46.1 –19.7
Eastern European Fund EU EQ SWE 11/10 SEK 24.44 –55.4 –54.6 –22.3
Russian Fund EE EQ SWE 11/10 SEK 713.16 –59.2 –58.3 –24.7
Turkish Fund EE EQ SWE 11/10 SEK 4.53 –60.5 –57.3 –24.9

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 11/07 USD 234.04 –24.9 –25.0 –10.2
Sel Emerg Mkt Equity GL EQ GGY 11/07 USD 132.00 –51.2 –53.3 –17.2
Sel Euro Equity EUR US EQ GGY 11/06 EUR 82.11 –43.8 –46.7 –24.3
Sel European Equity EU EQ GGY 11/07 USD 141.58 –50.1 –52.4 –24.0
Sel Glob Equity GL EQ GGY 11/07 USD 147.33 –46.0 –48.6 –23.7
Sel Glob Fxd Inc GL BD GGY 11/07 USD 125.02 –14.8 –15.5 –5.5
Sel Pacific Equity AS EQ GGY 11/07 USD 92.57 –47.5 –51.2 –15.6
Sel US Equity US EQ GGY 11/07 USD 103.37 –39.4 –40.1 –19.5
Sel US Sm Cap Eq US EQ GGY 11/07 USD 132.46 –42.7 –44.8 –24.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/07 EUR 289.19 –19.8 –20.4 –10.3
DSF 50/50 EU BA LUX 11/07 EUR 218.86 –26.3 –27.0 –14.0
DSF 75/25 EU BA LUX 11/07 EUR 168.08 –33.1 –34.1 –18.6
KBC Eq (L) Europe EU EQ LUX 11/07 EUR 440.61 –42.0 –43.9 –24.0
KBC Eq (L) Japan JP EQ LUX 11/07 JPY 17255.00 –41.6 –45.3 –27.8
KBC Eq (L) NthAmer EUR US EQ LUX 11/07 EUR 475.18 –38.3 –39.0 –18.6
KBC Eq (L) NthAmer USD US EQ LUX 11/07 USD 685.08 –37.2 –37.6 –16.5
KBL Key America EUR US EQ LUX 11/05 EUR 337.32 –42.3 –43.2 –18.9
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By Dana Cimilluca

In a season of disappointment
for investors who bet on pend-

ing mergers and acquisitions,
there may be some relief in sight.

First, shares of Anheuser-
Busch have come roaring back to
about $66 after plummeting into
the mid-50s on fears InBev
would abandon its $52 billion,
$70-a-share purchase of the St.
Louis brewer. And now, signs are
emerging that the biggest obsta-
cle to BHP Billiton’s roughly $80
billion proposed purchase of Rio
Tinto may soon fall.

Alberto Calderon, BHP’s chief
commercial officer and one of
the mining giant’s top internal
deal strategists, had the follow-
ing to say about European Union
regulators at a Deutsche Bank
conference Monday in London,
according to a person who was
there: “We still think we can
come to a manageable agree-
ment with them. … We’re really
in the last stages of the EU pro-
cess, just a little longer.”

For BHP, the EU represents
the biggest hurdle it must clear
to complete the takeover.

Mr. Calderon’s remarks are
the first public comments from a
top BHP official since the EU for-
mally objected to the deal last
week. The comments indicate
BHP is confident it can address
the objections without having to
sell too many assets.

The difference between the
value of BHP’s offer and Rio’s
share price is nearly as wide as it
has been all year. That indicates
healthy skepticism among inves-
tors that the deal will go
through.

Still, with BHP aiming for reg-
ulatory approval by the middle
of January, should Mr. Cal-
deron’s comments prove pre-
scient, it could be a happy New
Year for the beleaguered inves-
tors.

Read continuous updates on
the high-stakes world of deal
making, Deal Journal, free
online at blogs.wsj.com/deals

BHP offers hope
for M&A investors
Biggest barrier to Rio deal

may be about to disappear;

happy New Year for some?
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include safety valves
and stock spools
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NAB raises $2 billion in share sale
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By Jason Zweig

Dear Mr. Market,
Since you refuse to take your

meds, we have to get your mood
swings under control.

And you really do need to calm
down. The legendary financial ana-

lyst Benjamin Gra-
ham first wrote
about you in 1949
to describe the way
investors, acting
collectively, often
seem to resemble a

person with bipolar disorder. In the
manic phase, Graham wrote, Mr.
Market’s enthusiasm puts “a ridicu-
lously high price” on stocks. When
he is depressed, Mr. Market’s “fears
run away with him,” and he is so ea-
ger to sell stocks that his behavior is
“a little short of silly.”

Lately, Mr. Market, you have
been awfully unstable. In the 10
years ended Dec. 31, 2007, the Dow
never once swung by more than 9%
during the course of a trading day.
So far in 2008, with less than eight
weeks to go, there have been six
such giant swings. Over the entire

decade through the end of last year,
the Dow bounced around by more
than 5% in a single day a total of 14
times. So far this year, that has hap-
pened 20 times; what used to take
place barely more than annually has
occurred once every 11 trading days
in 2008.

To be honest, you always have
been prone to occasional connip-
tions. On Oct. 19, 1987, you bashed
16% off the value of the Dow in the
last three hours of trading alone.
But you haven’t been this volatile,
day after day, since the 1930s. In
fact, your mood swings had been
getting less severe for decades, hit-
ting remarkably calm levels just
last year. So take a deep breath, Mr.
Market, and perhaps we can help
you.

At the Deutsche Börse in Frank-
furt, trading in a stock ceases when-
ever the price moves too far outside
its normal range. During the trad-
ing halt, the exchange triggers an
electronic “call market,” in which
all sell orders and all buy orders are
gathered together. The price is then
adjusted up or down until it reaches
a balancing point at which the great-
est number of shares will trade.

As soon as those orders are filled
and the call market clears, regular
trading resumes, usually within two
minutes.

In German, this procedure is
known as a Volatilitätsunterbre-

chung (or “volatility interrup-
tion”)—so I’m going to call it a
“safety valve” instead.

Since the safety valve permits
trades only at a common price that
satisfies the maximum number of
buyers and sellers simultaneously,
it limits the ability of a lone desper-
ado to set the next price. Stocks can
still have giant moves, as Volks-
wagen did last month, but they tend
to unfold in a more orderly fashion.
To help calm you down, U.S. ex-
changes should consider installing
similar safety valves here.

Robert A. Schwartz, who studies
stock-market structure at Baruch
College of the City University of
New York, has another idea I like. He
calls it the “voluntary stabilization
program.” That is almost as big a
mouthful as a Volatilitätsunterbre-
chung, so I’m going to rename it a
“stock spool.” Just as a fishing reel
can either let out more slack or
tighten the line, Prof. Schwartz’s
plan pulls shares of stock in and out
of the market to modulate volatility.

Here’s how it works. A company
would set aside a pool of cash—say,
1% of its total stock-market value—
and commit publicly to use it to buy
a preannounced number of its own
shares whenever they fall by more
than a certain amount. Conversely,
it also should commit to sell its own
shares whenever they rise just as
sharply.

The plan is entirely voluntary.
Any company that feels strong
enough to participate gives ad-
vance notice, says Prof. Schwartz,
“that at designated price points
there will be a buyer, and that will
give other buyers comfort that they
will not be alone.”

Unlike a conventional share buy-
back, which marches along regard-
less of stock price, a stock spool
would kick in only when the shares
are excessively volatile.

Harold Bradley, chief invest-
ment officer at the Ewing Marion
Kauffman Foundation in Kansas
City, Mo., calls the stock spool “an
idea whose time has come.” It’s also
the right thing to do. Back in 1934,
Benjamin Graham wrote that “the
responsibility of managements to
act in the interest of their sharehold-
ers includes the obligation to pre-
vent, in so far as they are able, the
establishment of either absurdly
high or unduly low prices for their
securities.”

And now, Mr. Market, you really
should get some rest. Until ideas
like these get more traction, you are
going to need it.

Feel better soon,
Jason Zweig

Email: intelligentinvestor@wsj.com.
Watch Jason Zweig explain more
about what’s ahead for Mr. Market,
at WSJ.com/PersonalFinance.

By Lyndal McFarland

MELBOURNE—National Aus-
tralia Bank Ltd. said it raised three
billion Australian dollars (US$2.05
billion) through an institutional
share placement to help bolster its
balance sheet amid increasingly
challenging economic conditions
globally.

NAB initially planned to raise
about A$2 billion, but increased the
offer in response to “strong” mar-
ket demand that saw the initial of-
fer “significantly oversubscribed,”
it said.

“The successful placement re-
flects the strength of the group’s
franchise and positions NAB’s capi-
tal base strongly relative to its do-
mestic and international peers,” the
bank said in a statement.

All of Australia’s big banks have
sought to strengthen their balance
sheets over recent weeks amid ris-
ing bad debt levels and slowing eco-

nomic growth.
Australia & New Zealand Bank-

ing Group Ltd. and Westpac Bank-
ing Corp. said at their recent annual
results they will underwrite their

dividend reinvestment plan, while
Commonwealth Bank of Australia
raised A$2 billion through a share
placement last month to help fund
its BankWest acquisition.

NAB said it will issue 150 million
new shares at A$20 a piece—a near
10% discount to its last traded price
of A$22.15. But the new shares
won’t be entitled to NAB’s final divi-

dend of 97 Australian cents a share
next month, so adjusting for this
payment and the attached tax cred-
its for Australian shareholders, the
equivalent last traded price sits at
A$20.76 a share.

Standard & Poor’s revised its dou-
ble-A rating outlook on the bank to
Stable from Negative on the back of
the placement, which the ratings
agency said would significantly en-
hance the bank’s ability to absorb
credit losses.

Shares in all three major banks
fell as investors made room for the
NAB offer and speculated that
NAB’s rivals could look also raise
capital in coming months.

Westpac closed down 5.2% at
A$19.91, ANZ was down 2.4% at
A$15.90 and Commonwealth Bank
of Australia 5.2% lower at A$38.00.
NAB shares were halted from trade
Monday and will resume Tuesday.

 —Bill Lindsay and Ross Kelly in
Sydney contributed to this article.
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The Australian bank
raised more than it
planned amid a
strong response.

By Wei Yi Lim

TAIPEI—The shares of Taiwan’s
major dynamic random access mem-
ory chip makers rallied Monday after
the island’s parliament approved
measures to help local compa-
niesweather the global financial cri-
sis by extending the deadline on loan
payments and providing financial as-
sistance for research and develop-
ment.

To boost investor confidence, the
government also approved a plan by
government-owned funds to pur-
chase shares in companies with good
fundamentals. The government will
also help DRAM companies enter
growing emerging markets.

Powerchip Semiconductor rose
6.7% to 3.81 New Taiwan dollars, or
about 12 U.S. cents.

Taiwan measures
give chip makers
reason to cheer
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