
Little help
The pound had been falling for over a year against the currencies of the 
U.K.’s major trading partners and should make British goods cheaper, but
exports have improved. 

Sources: Office for National Statistics, U.K. (exports); Thomson Reuters Datastream (currency)
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New data show British exports
rose 2% in September from Au-
gust, so far failing to provide a
hoped-for lift backed by the
fall of the pound. Prime Minis-
ter Brown said the government
would take steps to boost the
flagging U.K. economy. Page 1

n Russia widened its target for
the ruble’s exchange rate by
about 1% in each direction. In-
vestors quickly pushed the ru-
ble to the lower limit. Page 1

n GM’s effort to get a federal
bailout faces skeptical politi-
cians, policy makers and indus-
try analysts who don’t think it is
capable of a turnaround. Page 6

n European shares skidded
lower, with BG Group and Total
leading the decliners. Worries
about the economy weighed on
U.S. stocks. Pages 19, 20

n Vodafone’s chief called a
halt to the wireless carrier’s
emerging-markets expansion
and vowed to cut costs. Page 3

n German economic sentiment
picked up in November more
than expected, albeit from near-
record lows. Page 3

n China is seeing more signs
of a slowdown, with new trade
data and weakening home
prices pointing to a sharp de-
cline in activity. Page 16

n StatoilHydro paid $3.4 bil-
lion for a stake in a U.S. shale-
gas field and for help exploring
for the gas elsewhere. Page 3

n The U.S. is moving to speed
the modification of hundreds of
thousands of loans held by
housing-finance giants Fannie
Mae and Freddie Mac. Page 10

n Romania’s rising inflation
and recent ratings downgrades
suggest fast growth may not be
enough to protect the country
from the financial crisis. Page 19

n Mitsubishi Rayon agreed to
buy U.K. plastics maker Lucite as
the strong yen sends Japanese
firms after assets abroad. Page 7

n Crude-oil futures fell almost
5% to less than $60 a barrel in
New York. Page 23

Revised bailout of AIG
is grand slam for banks

Russia signals
softer defense
of the ruble

The World Bank plans to step
up assistance to developing
countries and companies based
there by more than $100 bil-
lion over the next few years, as
the effects of the financial cri-
sis continue to spread. It also
trimmed its global growth fore-
cast for 2008 to 2.6% from a
June estimate of 2.7%. Page 2

n The battle for the top U.S. dip-
lomatic post spilled into view,
as some Hispanic leaders made
a push to have Obama name New
Mexico Gov. Bill Richardson as
his secretary of state. Page 10

n A bridge linking Sunni and
Shiite neighborhoods in Bagh-
dad that was shut three years
ago reopened, offering a sign of
improving security in the Iraqi
capital despite scattered attacks.

n Pakistani forces hunted in-
surgents who hijacked 13 trucks
carrying supplies to foreign
forces in Afghanistan. A suicide
bombing outside a stadium in
the northwest injured seven.

n French police arrested 10
people for the alleged sabotage
of high-speed train tracks that
disrupted rail transport. Page 2

n Kazakhstan agreed with the
country’s banks on terms for at
least $3.47 billion in capital in-
jections to counter the impact
of the global credit crisis.

n Cuban leader Raul Castro
will visit Russia next year, the
Kremlin said, in a new sign
Moscow is reviving a Cold War-
era trade and military alliance.

n Taiwan authorities arrested
former President Chen as part
of a corruption probe. Page 12

n Courts in Myanmar sen-
tenced at least two dozen pro-
democracy activists to prison
terms of up to 65 years.

n U.N. Secretary-General Ban
called for an immediate cease-
fire to help refugees cut off by
fighting in eastern Congo.

n Rwanda said its sovereignty
was violated when an aide visit-
ing Germany was arrested in
connection with an attack that
set off Rwanda’s 1994 genocide.

n A man was injured in an ex-
plosion outside the Russian city
that will host the 2014 Winter
Olympics, the sixth suspicious
blast around Sochi this year.

Editorial&Opinion

Lost hope
Germany’s pre-emptive nein to
Barack Obama’s request for
help in Afghanistan. Page 13

Fall of pound fails to give
U.K. exports needed lift
Government plans
measures to boost
sagging economy
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What’s News—
Business & Finance World-Wide

China bets highway system
will drive rural growth
news in depth | PAGES 16-17

U.S. retail losses weaken
employment safety net
corporate news | PAGE 4

By Serena Ng

And Liam Pleven

Some of the biggest winners in
the U.S. government’s revamped
$150 billion bailout of American In-
ternational Group Inc. are banks
that bought protection from the in-
surer on securities backed by trou-
bled mortgage assets.

These banks now stand to re-
coup the bulk of their investments
under a plan by AIG and the Federal
Reserve Bank of New York to form a
company to buy about $70 billion in
collateralized debt obligations in-
sured by AIG.

The CDOs are debt securities
that are backed by subprime mort-
gage bonds, commercial mortgage
loans and other assets.

Banks in the U.S., Europe and
Canada bought credit-default
swaps on these securities from

AIG, which in turn promised to
compensate them if the securities
defaulted.

Defaults haven’t proved to be a
major issue, but the market values
of these CDOs fell sharply over the
past year or so. That enabled the
banks to pry roughly $30 billion in
collateral from AIG as a result of
those declines and downgrades in
AIG’s own credit ratings. The banks
that sought and received collateral
from AIG include Goldman Sachs
Group Inc., Merrill Lynch & Co.,
UBS AG, Deutsche Bank and many
others.

As part of the rescue plan, the
banks will get to keep the collateral
they received from AIG, while also
selling the CDOs to the new facility
at market prices averaging 50 cents
on the dollar. In all, the banks that
participate will be compensated for

Please turn to page 31

Money & Investing > Page 19

By Gregory L. White

And Lidia Kelly

MOSCOW—Russian authorities
signaled a softening in their once-
staunch defense of the ruble’s ex-
change rate, highlighting the grow-
ing pressure the global financial cri-
sis is putting on the Kremlin.

The central bank Tuesday wid-
ened its target band for the ruble’s
rate against a dollar/euro basket by
about 1% in each direction. Inves-
tors quickly pushed the ruble to the
lower limit, and traders said the cen-
tral bank spent as much as $7 billion
to keep the ruble from falling fur-
ther. A day earlier, Central Bank
Chairman Sergei Ignatiev had indi-
cated that the bank was softening
its line on the ruble.

Russian stocks also fell Tuesday
as currency concerns added to the
gloom from global weakness and sag-
ging prices for oil, Russia’s main ex-
port. The dollar-denominated RTS in-
dex fell 10.7%.

“Today’s move has only served
to raise market expectations of a fur-
ther devaluation,” Renaissance Cap-
ital economist Alexei Moiseyev said

Please turn to page 31

By Alistair MacDonald

LONDON—New data show the
sinking pound has so far failed to
fuel British export growth, depriv-
ing Prime Minister Gordon Brown
of critical economic stimulus that
has aided the U.K. in the past.

Usually, a falling currency helps
exporters who can then juice a
country’s economy, helping
through a downturn. The last time
the pound fell at this speed, in
1992, a cheap pound helped the
U.K. claw its way out of recession
as the country’s goods became
more competitive abroad.

This time, the U.K. economy
isn’t yet seeing a benefit and may
not see a significant gain. Among
the reasons: since 1992, the U.K.
economy has moved more into ex-
porting goods and services that are
less price-sensitive, such as phar-
maceuticals or creative industries
like music and book publishing.

Slowdowns in the economies of
Britain’s main trading partners,
the European Union and U.S., mean
they are less likely to increase con-
sumption of British-made goods.
And exporters that might sell more
can’t get financing to expand pro-

Please turn to page 31
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Investors are demanding
greater transparency when
it comes to bank capital. In-
stead, they are getting less
of it.

Accounting-rule changes
that primarily affect Euro-
pean banks are making it
harder than ever to compare
results—both among them-
selves and against U.S. peers.

The change, prompted
by European politicians, al-
lows banks to more easily
transfer assets from catego-
ries in which they have to
mark their values to market
prices to pockets in which
they don’t. This was ostensi-
bly done to put European
and U.S. banks on a more
even footing.

In the U.S., banks can
classify loans as either “held
for sale,” valuing them at
the lower of cost or market
values, or as “held for invest-
ment,” essentially carrying
them at their historic cost.
As J.P. Morgan Chase
showed earlier this year,
banks can move a loan from
the “held-for-sale” category
into the unmarked “held-for-
investment” bucket.

Granted, J.P. Morgan had
to move the loans at their
current market value, and

create a reserve for them.
But the exercise can help
protect against write-downs
caused by market volatility.

European banks couldn’t
use this tactic. The new
rule changed that, and al-
lowed European banks to
make such moves in their
third-quarter results.

However, while leveling
the treatment of loans, in-
ternational accounting rule
makers created a new, Euro-
pean-U.S. issue. In addition
to easing the treatment of
loans, the new rule also al-
lowed banks to reclassify se-
curities from mark-to-mar-

ket categories into a held-to-
maturity category.

That option is open to
U.S. companies in theory, but
in practice it rarely, if ever,
happens. Yet in the third
quarter, some European
banks availed themselves of
the new rules to reclassify
both loans and securities.

Royal Bank of Scotland
Group, for example, avoided
£1.4 billion ($2.2 billion) in
mark-to-market losses by
reclassifying £23 billion of
assets in the third quarter.

Other banks taking ad-
vantage of the rule change
in the third quarter in-
cluded Deutsche Bank,
Lloyds TSB and HSBC Hold-
ings. Switching asset classi-
fications helped them avoid
a combined Œ1.5 billion
($1.9 billion) in potential
mark-to-market losses.

Not all banks played the
game. UBS, BNP Paribas and
BBVA stuck to the old rule.

The upshot is that some
European banks have been
able to flatter earnings and
capital in the short term.
Some passed on the chance.
And investors were given
yet another reason to dis-
trust banks’ numbers.
 —Sean Walters and

David Reilly

A new strategy inevita-
bly raises the question of
where the old one went
wrong. For Vodafone, a
new emphasis on free cash
flow and execution in exist-
ing markets, combined with
plans to cut annual costs by
£1 billion ($1.56 billion), sug-
gests the global telecom gi-
ant had lost its focus.

While Arun Sarin was
big on emerging market ex-
pansion, his successor as
chief executive, Vittorio Co-
lao, is getting back to ba-
sics. The projected cost

cuts, at around 3.7% of the
company’s total cost base,
are the right response to
the tough environment.

Discipline on capital ex-
penditure to improve free
cash flow and boost share-
holder returns, another pil-
lar of Vodafone’s new strat-
egy, is a worthy aim—but
one that investors should
be able to take for granted.

The need for action is re-
flected in Vodafone’s num-
bers. The company’s 17%
rise in revenue and 11% rise
in adjusted operating profit

in the first half of the year
were predominantly down
to currency translation.
That masked a 0.9% rise
and a 1% fall in the underly-
ing figures.

Mr. Colao has shrewdly
cast himself as a dynamic
new leader, by positioning a
sensible response to a
tougher world as a new stra-
tegic direction. He should
enjoy the bounce in
Vodafone’s shares—up 8%
in a plunging market—while
it lasts.

—Molly Neal

No cheers for Chesapeake’s asset sale

Vodafone’s new strategy: competence

Biofuels encounter a new line of attack
Environment groups
cite effect of land use
around the world

It isn’t often that news
of a deal touches off stock-
price declines for both par-
ties involved. But Chesa-
peake Energy’s sale of a
stake in a large natural-gas
prospect to Norway’s Sta-
toilHydro saw investors
knock both shares lower.

Strategically, diversifying
into North America’s long-
life natural-gas resources
and away from the mature
North Sea makes sense for
Statoil. It also gains access
to Chesapeake’s expertise.

The bigger question is
price. Statoil is paying $1.25

billion upfront and assum-
ing $2.125 billion of drilling
costs between 2009 and
2012. Sanford Bernstein
says the implied price of
$5,800 per acre compares
with recent similar transac-
tions of between $2,000
and $3,000.

This looks high given
that Chesapeake needed this
deal. Having overextended
itself, the company is com-
mitted to boosting available
liquidity to $3 billion by
year-end. As of Nov. 6, it had
about $1.2 billion on hand.

Why didn’t Statoil ex-

tract better terms? One pos-
sibility is competition for
the assets, given a rash of
deals recently in North
America’s natural-gas sec-
tor. That investors still sold
off Chesapeake’s stock,
which was down about 5%
in afternoon trading, shows
that this deal simply repre-
sents damage limitation.

Jon Wolff, an analyst at
Credit Suisse, reckons Ches-
apeake’s capital-expenditure
budget is still 131% of esti-
mated operating cash flow
in 2009. More action is re-
quired. —Liam Denning

A blow to transparency

By Stephen Power

Biofuelsare undersiege from crit-
ics who say they crowd out food pro-
duction. Now these fuels made from
grass and grain, long touted as
green, are being criticized as bad for
the planet.

Atissueiswhetheroilalternatives—
such as ethanol distilled from corn
andfuels made from inedible stuff like
switch grass—actually make global
warmingworse throughtheir indirect
impact on land use around the world.

For example, if farmers in Brazil
burn and clear more rainforest to
grow food because farmers in the
U.S. are using their land to grow
grain for fuel, that could mean a net
increase in emissions of carbon diox-
ide, the main “greenhouse gas”
linked to climate change.

The issue has been heating up for
monthsinscientific,corporateanden-
vironmental circles. Now, the U.S. En-
vironmentalProtectionAgencyhasin-
dicateditplanstomeasureeachbiofu-
el’s emissions based partly on the rip-
ple effect that its production in the
U.S. can have overseas, and is prepar-
ing to seek comments on a proposal.
Somescientists,aswellasGeneralMo-
tors Corp., DuPont Co., Archer-
Daniels-MidlandCo.andothercompa-
nies with an interest in the outcome,
are warning of a muddled calculus.

“If population grows in America
and therefore…we need to build a
new Wal-Mart, are we going to debit
that pregnant woman with the indi-
rect life-cycle greenhouse-gas foot-
print of her decision to have that
child?” says Michael Parr, a senior
government affairs manager at Du-
Pont.

Environmental groups say disclos-
ing the emissions levels associated
with land-use change caused by biofu-
els is critical to determining which fu-
els will best help the U.S. reduce its de-
pendence on oil.

A study published in February in
the journal Science found that U.S.
production of corn-based ethanol in-
creases emissions by 93%, com-
pared with using gasoline, when ex-
pected world-wide land-use
changes are taken into account. Ap-
plying the same methodology to bio-
fuels made from switch grass grown
on soil diverted from raising corn,
the study found that greenhouse-
gas emissions would rise by 50%.

Previous studies have found that
substituting biofuels for gasoline re-
duces greenhouse gases. Those stud-
ies generally didn’t account for the
carbon emissions that occur as farm-
ers world-wide respond to higher
food prices and convert forest and
grassland to cropland.

But some scientists and many
biofuel proponents have chal-
lenged the Science study, saying it
relied on unrealistic assumptions.
And there is disagreement among
scientists and economists over how
to measure the impact of land-use
changes in one country on land-use
changes in another. When a Brazil-
ian farmer chops down rainforest to
grow a crop, for instance, how can
the EPA be sure his decision wasn’t
influenced by local factors, such as
the construction of a new highway
that made it easier to bring the crop
to market?

DuPont, ADM, GM and representa-
tives of the biotechnology industry
have asked that the EPA hold off on
quantifying the greenhouse-gas im-
pacts of so-called indirect land-use
change, and instead seek comment on
the methodology the agency plans to
use. The companies, along with some
scientists, say that methods for mea-
suring such indirect effects are still
new, and that trying to assess emis-

sions levels based on immature meth-
ods could lead to unwarranted conclu-
sions that would discourage invest-
ment in biofuels.

An EPA spokesman declined to
speculate on “what is or isn’t” going
tobeintheadministration’sproposal.
The agency’s efforts are driven by a
2007 energy law that says the EPA, in
determining each fuel’s “lifecycle
greenhouse-gasemissions,”mustcon-
sider “direct emissions and signifi-
cantindirectemissionssuchassignifi-
cant emissions from land use
changes.”

Bruce Dale, a chemical-engineer-
ing professor at Michigan State Uni-
versity, says he is skeptical that pol-
icy makers can establish an accu-
rate system for gauging the indi-
rect effect of biofuel production on
overseas land use. “All this stuff is
accounting,” which in turns de-
pends on data and “assumptions you
make about how the world works,”
he says.

Nathanael Greene, director of re-
newable-energy policy at the Natu-
ral Resources Defense Council, ac-
knowledges the difficulty of quanti-
fying emissions levels associated
with indirect land-use change. But
he says that isn’t a valid reason for
not trying to measure them.

If anything, Mr. Greene says, bio-
fuels producers—particularly those
that specialize in making fuels that
don’t come from corn—stand to ben-
efit from new regulations, because
such standards will “inoculate” the
industry against the kinds of criti-
cisms that have buffeted food-
based biofuel crops.

“This industry, like many other in-
dustries, relies on government subsi-
dies,” Mr. Greene says. “If public opin-
ion turns against [advanced biofuel

producers] because they’re associ-
ated with clear-cutting forests and
harming endangered species…those
incentives and that public support
are going to evaporate.”

Accountability
Year-to-date performance
of bank indexes return
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By Greg Hitt

WASHINGTON—U.S. House
Speaker Nancy Pelosi said she will
push legislation next week to help
the ailing auto industry.

“I am confident Congress can
consider emergency assistance legis-
lation next week during a lame-duck
session, and I hope the Bush adminis-
tration would support it,” the Cali-
fornia Democrat said in a statement.

Rep. Pelosi said she has tapped

House Financial Services Chairman
Barney Frank to craft legislation
that would give the industry “lim-
ited” assistance under the recently
enacted Troubled Asset Relief Pro-
gram. The speaker added that assis-
tance would be conditioned on lim-
its on executive pay, rigorous inde-
pendent oversight and other protec-
tions “to ensure that any companies
that benefit from this assistance—
and not the taxpayers—bear the full
burden of repaying any costs.”

U.S. moving on aid for Detroit
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CORRECTIONS &
AMPLIFICATIONS

Wendelin Wiedeking became
chief executive of Porsche in 1993,
not 2003 as was incorrectly stated
in a News in Depth article Monday.

The last name of Tina Zinter-Cha-
hin, Mattel Inc.’s senior vice presi-
dent of research and development,
was misspelled as Zinter-Chanin in a
Marketplace article on Tuesday.

World Bank plans loans
Over $100 billion
available to assist
developing countries

Short-sale ban panned in Sydney

By David Gauthier-Villars

PARIS—Police arrested 10 peo-
ple for the alleged sabotage of high-
speed train tracks that has dis-
rupted French rail transport in re-
cent days—a disruption that govern-
ment officials said marked a worry-
ing rise in violent left-wing political
movements in France.

In a televised press conference,
Interior Minister Michèle Alliot-
Marie said the 10, whom police de-
scribed as anarchists, had allegedly
jammed iron rods into power cables
in order to hold up trains. The 10
people—who have been put under
formal investigation by a judge spe-
cializing in terrorism cases—were
attacking “a symbol of the state,”
Ms. Alliot-Marie said.

As part of the investigation into
the alleged rail sabotage, police will
look at whether the 10 suspects, in-
cluding seven women and three
men, have connections with any
other European extremist groups
that have damaged state property,
according to people familiar with
the matter.

State-owned railway company
Société Nationale des Chemins de
Fer, known as the SNCF, and French
police have been on high alert for
nearly two weeks after what ap-
peared to be a series of coordinated
attacks on railroad tracks. In five in-
stances between late October and
last weekend, high-speed trains hur-
tled into hook-shaped iron rods that
had been placed on power cables
above the tracks. In all five cases,
the shock left power lines broken
and thousands of passengers
stranded as the SNCF struggled to
repair the damage.

In a sixth case, a train crashed
into concrete blocks that had been
positioned across the tracks. The
six incidents caused only material
damages.

Police said investigators traced
the attacks to the group of 10 sus-
pects, who had been monitored by
police since last spring, through a
DNA sample collected near one of
the broken power lines. Phone
records also helped identify the sus-
pects, who were arrested in Paris
and three other locations, police
said.

Under French rules, suspects can
be kept in custody for as long as
four days before preliminary

charges are brought against them.
In the wake of the events, Ms. Alliot-
Marie said she has ordered closer
surveillance of people connected to
hard-line left-wing movements in
France.

The Revolutionary Communist
League, one of France’s leading
Trotskyite and antiglobalization
movements, condemned the recent
sabotage in a statement. The league
said it would support a planned rail-
way workers’ strike on Thursday to
defend the quality of public ser-
vices.

In late 2003 and in 2004, a group
that called itself alternatively
“AZF” and “Big Wolf” threatened to

blow up rail tracks around the coun-
try unless the government paid a
ransom of several million dollars.
At one point, in a message to the gov-
ernment, the group pointed to a lo-
cation near a track, where police
found a pack of explosives. Hun-
dreds of police were marshaled to
identify members of the group, but
no one was ever arrested.

More recently, a postman
claimed responsibility for blowing
up a dozen speed-tracking radar de-
vices along highways. The man,
who said he was fascinated by vio-
lent far-left movements, was identi-
fied after a bomb he was preparing
exploded accidentally at his home
near Paris.

French police arrest 10
in rail sabotage incidents

By Tom Barkley

WASHINGTON—The World Bank
announced plans to step up assis-
tance to developing countries and
companies based there by more
than $100 billion over the next few
years, as the effects of the financial
crisis continue to spread.

In addition to new commitments
of up to $100 billion by the Interna-
tional Bank for Reconstruction and
Development to help developing
countries, the bank also is looking
to generate financing of around $35
billion over the next three years for
private-sector development
through the International Finance
Corp., the private-sector lending
arm of the World Bank.

The World Bank announced the
moves Tuesday as it warned the fi-
nancial crisis is taking a bigger toll
on world growth than expected,
with advanced economies likely to
contract next year and the develop-
ing world coming under increasing
pressure.

The World Bank trimmed its glo-
bal forecast for 2008 to
2.6% growth from a previ-
ous estimate of 2.7% in
June, while the 2009 esti-
mate was cut to 1.0% from
3.0%. Developing coun-
tries are still expected to
expand at a 6.5% growth
rate this year, but the 2009
estimate was cut to 4.5%
from 6.4% in June.

“Virtually no country
has escaped,” World Bank
President Robert Zoellick
said.

“In the face of these conditions,
we need a global, coordinated, flexi-
ble and fast response to this crisis,”

he said.
Mr. Zoellick played down expec-

tations for the emergency meeting
of leaders of the Group of 20 larg-
est economies in Washington this
weekend, saying it won’t come up
with “all the answers” but could re-
sult in some good starting points.

He urged the leaders to continue
working to ensure develop-
ing nations are given
greater voice in the global fi-
nancial system, and said the
poorest countries can’t be
ignored.

“If we’re going to build a
more inclusive and sustain-
able global system, then de-
veloping countries must
have a say in that process,”
he said.

“It would therefore be
an error of historical propor-

tions if developed countries put in
place policies, structures and norms
that undermined or excluded the in-
terests of developing countries.”
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police have been on
high alert for nearly
two weeks.
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A prolonged short-selling ban is
exacerbating redemptions at Aus-
tralian hedge funds and chipping
away at the country’s reputation as
a developed market.

First introduced in late Septem-
ber, the restrictions were extended
last month, with the overall ban
now expected to last until Nov. 18
and a rule against shorting financial
stocks effective until Jan. 27. The lat-

est extension has some industry ob-
servers worried that the ban could
be extended again, further pressur-
ing funds.

In September, efforts to quash
short selling gained momentum
around the world after the U.S. Secu-
rities and Exchange Commission
and the U.K.’s Financial Services Au-
thority clamped down on the prac-
tice. Australia, Taiwan and the Neth-
erlands are among markets that
sought to limit the practice.

Investors pulled out $550 mil-

lion from Australian hedge funds in
September, up from $300 million in
August. Redemptions in October are
expected to be even higher.

Although the short-selling ban
doesn’t rule out shorting altogether—
funds can maintain short positions
so long as they don’t add to them—
managers have had to stop accept-
ing new money because they cannot
build up hedged positions, said
David Liptak, of Hatfield Liptak Advi-
sors, a Sydney-based firm that ad-
vises funds of hedge funds.
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Russia softens defense of the ruble

the securities’ full, or par, value in
exchange for allowing AIG to un-
wind the credit-default swaps it
wrote.

“It’s like a home run for some of
the banks,” says Carlos Mendez, a se-
nior managing director at ICP Capi-
tal, a fixed-income investment firm
in New York. “They bought insur-
ance from a company that ran into
trouble and still managed to get all,
or most, of their money back.”

The contract cancellations will
free the insurer from additional col-
lateral calls on those swaps, which
have also been responsible for bil-
lions in write-downs AIG has logged
in recent quarters. The plan is analo-
gous to an insurer buying a house it
provided fire insurance on, negat-
ing the need for an insurance policy
on the home.

A person familiar with the gov-
ernment’s rescue plan says it wasn’t
designed with the intention of bene-
fiting individual banks at the ex-
pense of U.S. taxpayers and AIG,
which will end up bearing the risk of
the CDOs. However, officials wanted
to give banks sufficient incentives
to sell the securities so that AIG
could cancel the swaps.

Officials also wanted to directly
address the parts of AIG’s business
that were causing the most finan-
cial pain to the company.

“The continuing deterioration in
value of the CDOs…meant that AIG
had to post more and more collat-
eral each day, which was a drain on
their resources and potentially a
threat to their solvency,” says Leslie
Rahl, president of Capital Market
Risk Advisors, a risk consultancy in
New York.

In an interview this week, AIG
Chief Executive Edward Liddy said
the revised rescue plan “ring-
fenced” key problems, including the
swaps. It also helps keep these prob-
lems from affecting AIG’s other busi-

nesses, while giving the company
more breathing room to sell assets
to pay back a large loan from the Fed
that is central to the bailout.

The New York Fed will provide as
much as $30 billion to buy the multi-

sector CDOs, and AIG will contrib-
ute $5 billion.

AIG will also bear the risk for the
first $5 billion of losses among the
securities purchased. If the assets in-
crease in value or pay off over time,
the Fed and AIG will share the bene-
fits, with the majority of the upside
going to taxpayers.

The Fed is leading the negotia-
tions, and most of AIG’s counterpar-
ties have been contacted. If some
banks choose not to cancel the swap
contracts, they would still bear the
risk that AIG may not be able to
meet its obligations down the road.

But most of AIG’s swap counter-
parties on the multisector CDOs are
expected to sell their securities to
the new facility and cancel the
credit-default-swap contracts.
There may be some complications
because not all the banks actually

hold the physical securities.
Some banks that previously sold

the securities to other financial in-
stitutions or investors may have to
buy them back before selling to the
Fed, which could be costly.

Other banks that previously put
on separate hedges against AIG to
protect their exposures may also
have to pay to unwind the hedges
they no longer need.

Even with this deal, AIG will still
bear considerable risk under its
credit-default-swap portfolio, be-
cause it continues to hold contracts
that protect about $300 billion in se-
curities backed by other types of as-
sets, such as corporate loans. The
swaps on the multisector CDOs,
however, had been responsible for
most of the $40 billion in collateral
that AIG had posted on all its swaps
through Nov. 5.

Continued from first page

Revised AIG bailout becomes grand slam for investment banks

of the ruble drop in a note Tuesday.
So far, the Kremlin’s $200 billion

bailout package hasn’t been able to
arrest the slide in Russia’s financial
markets and economy.

Late Monday, Prime Minister
Vladimir Putin gathered top bank-
ers, finance officials and the heads
of law-enforcement agencies to is-
sue a warning that the Kremlin’s aid
funds were meant for the Russian
economy and that those caught tak-
ing them out of the country would
face harsh sanctions.

With confidence in the economy
waning, a large part of the Kremlin’s
aid money has, in fact, been used to
buy dollars, fueling record capital
outflows, according to bankers.

Russian leaders have sought to
portray the country as relatively iso-
lated from the global turmoil, pro-
tected by the nearly $600 billion in
reserves saved up from high oil
prices and robust growth in recent

years. But over the past month, the
financial tremors have spread from
Russia’s fragile stock market—now
down 68% this year—to undermine
the banking sector and the economy
as a whole.

The Kremlin’s bailout package is
one of the largest in the world rela-
tive to the size of Russia’s economy.
But it has only partly cushioned the
impact as prices for Russia’s main ex-
ports—oil, metals and other commod-
ities—have plunged. Already, compa-
nies are cutting production, jobs and
investment plans, while consumers
are pulling back on spending.

Some in industry have called for
allowing the ruble to weaken to
make imports more expensive in
Russia and lower the cost of Russian
exports overseas. So far, the govern-
ment has refused.

Until Monday night’s comments
from Mr. Ignatiev, top Russian offi-
cials had said they didn’t expect to
have to let the ruble weaken anytime

soon. But unrelenting selling has
drained more than $100 billion from
Russia’s reserves since the summer
and pressure was mounting.

Officials continue to rule out a
sharp devaluation of the ruble,
which they fear would trigger panic
among ordinary Russians, who only
recently began to regain confidence
in the ruble.

“It would be harmful,” First Dep-
uty Prime Minister Igor Shuvalov
said last month. “It would mean
that all the promises Putin and
[President Dmitry] Medvedev made
were empty.”

Economists, however, warn that
a go-slow approach is likely to be
very costly with the Kremlin pump-
ing so much cash into the economy.

“The more rubles they print now
at a fixed exchange rate, the more re-
serves they lose,” said Yevgeny
Gavrilenkov, economist at Troika-Di-
alog, a Moscow investment house.
“It’s in effect a road to devaluation.”

Continued from first page

duction, with banks cutting back
lending amid the credit crisis.

Exports make up about 40% of
the U.K.’s annual gross domestic
product; manufacturing is about
15%. U.K. government figures on
Tuesday showed that exports of
traded goods, excluding oil, rose by
just 2% in September from August.
That is an improvement over the de-
cline of 5% in August from July, but
with export growth this year
roughly flat, still far short of a
thriving exporting level.

In a bad sign going forward, Oc-
tober’s manufacturing purchasing
managers survey showed export or-
ders contracting at the fastest rate
in seven years.

Mr. Brown views the U.K. econ-
omy in the global context, stress-
ing global trading partners and
open borders, for example. He said
Tuesday that the government will
take steps to boost the flagging
U.K. economy. The plan is expected
to include measures such as tax
cuts and moving up large govern-
ment-spending projects, people fa-
miliar with the matter say.

The pound has been falling rap-
idly, with volatile spikes and dips
in recent months, and is down al-
most 22% against the dollar and
about 11% against the euro this
year.

Some companies are seeing
gains when they convert sales
earned in dollars, euros and yen
back into pounds. Advertising gi-
ant WPP Group PLC recently
posted a 16% gain in third-quarter
revenue, but stripping out cur-
rency effects and acquisitions, reve-
nue was up just 3%. Drug giant
GlaxoSmithKline PLC also re-
ported a big recent earnings boost
from the pound’s fall.

But the U.K. needs other coun-
tries like the U.S. to buy more of its
exports. “It’s only likely from 2010,
when the global economy picks up,
that we will really see the benefits
from the fall in of sterling,” said
Jamie Dannhauser, an economist
at Lombard Street Research in Lon-
don.

Since 1992 the U.K. has moved
away from producing the types of
goods and services that are particu-
larly price-sensitive. In the past de-
cade, exports of electrical machin-
ery, which competes with rivals
from lower-cost countries and is
more sensitive to price increases
as a result, have fallen by over £10
billion to £24.2 billion ($37.78 bil-
lion) last year. By contrast, the
U.K.’s exports of pharmaceutical
chemicals, sales of which are less
price-sensitive, have almost tri-
pled to £14.5 billion last year, ac-
cording to government figures.

Exporters have also not been us-
ing the fall in currency to lower
their prices in an attempt to win
market share, but are just booking
the extra profit, says Malcolm Barr,
U.K. economist at J.P. Morgan in
London. Mr. Barr says companies
want to boost profitability at a
time when high inflation has been
eroding it.

“The current weakness of ster-
ling had improved the profitability

of exports,” said the Bank of Eng-
land in a recent report of data from
its 12 regional branches. But it said
it found “little evidence … of for-
eign currency prices being reduced
to gain market share.”

Part of the problem is that ster-
ling hasn’t just been falling but it is
also gyrating, making it harder for
businesses to plan or hedge.

Walkers Shortbread Ltd., in the
Scottish Highlands, shipped a large

part of its yearly inventory of cook-
ies to the U.S. over the summer, be-
fore the pound fell sharply, so it
isn’t seeing a big benefit yet. About
30% of the company’s costs are in
other currencies, including fruit
and sugar that is imported mainly
from Europe, so those costs are
now higher compared with the
pound.

“There’s not so much benefit
when it is up and down like a
yo-yo,” said James Walker, a man-
aging director.

Paul Hooper of Alumasc Group
PLC estimates the pound’s falls
could cost his company £500,000
to £700,000 this year on expected
revenues of about £126 million. The
engineer ing and building products
company manufactures in the U.K.
but also imports some products
and parts from abroad—and those
costs are rising, Mr. Hooper says.

But, Mr. Hooper sees opportuni-
ties in the U.S., where his products
are now more competitively priced
with Chinese-sourced rivals. He is
looking to increase business there
and may hire more sales staff, he
says. As well, like other U.K. manu-
facturers, he should benefit at
home, as the weak pound makes for-
eign imports more expensive for
British consumers and companies.
 —Gary Stride in London

contributed to this article.

Continued from first page

Sinking pound fails to stimulate Britain’s export growth

Tide reverses
After attracting capital for the last few years, Russia saw a record outflow 
last month as the global crisis deepened. 

Sources: Central Bank of Russia (capital flow); Thomson Reuters Datastream (RTS index) 

Note: Foreign account figures for the third quarter of 2008 and the month of October are estimates 

ts

’07 ’08’06’05’04’03’02’012000’99’98’97’96
0

500

1000

1500

2000

2500

RTS index

0.1

OCT3Q2Q1Q
’08

’07’06’05’04’03’02’012000’99’98’97’96

-40

-60

-20

0

20

40

60

80

$100 billion

Russia’s net private capital flow
(Negative value indicates outflow

annual data to 2007)

Weekly data Daily data

Officials wanted to
address the areas
causing the most
pain to AIG.

British Prime Minister Gordon Brown, at his monthly news conference Tuesday,
said the government will take steps to boost the flagging U.K. economy.
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Statoil buys stake in U.S. gas field
A $3.4 billion deal
includes land, help
exploring new areas

By Kathy Sandler

LONDON — Vodafone Group PLC
posted a 35% decline in first-half
profit and cut its full-year revenue
outlook, as the cellphone carrier’s
new chief executive outlined a cost-
cutting strategy in response to cur-
rent economic conditions.

Vittorio Colao, who took the CEO
post in July, drew some big distinc-
tions with Vodafone's past strategy,
including calling a halt to emerging
market expansion, which was a hall-
mark of his predecessor Arun Sarin.

“Clearly things have changed. We
have a bit more of an execution and
cost approach because it’s what we
need now,” Mr. Colao said at a media
briefing Tuesday.

He vowed to concentrate on im-
proving Vodafone’s operations and
cutting £1 billion ($1.56 billion) in
costs by 2011.

Mr. Colao believes the company,
the world’s biggest provider of cell-
phone services by revenue, is already
in most of the emerging markets that
are destined to provide the best

growth opportunities. He thinks
Vodafone needs to reflect the chang-
ing economic environment, which is
slowing in parts as well as becoming
more competitive.

In the first results posted since
Mr. Colao took the helm, Vodafone re-
ported a 17% increase in first-half

sales to £19.9 billion from the year-
earlier period. But net profit fell 35%
to £2.17 billion from last year.

The profit slump was predomi-
nantly due to a £1.7 billion impair-
ment charge due to a dismal perform-
ance in Turkey, one of the emerging-
market acquisitions that have formed
the linchpin of Vodafone’s growth
strategy for the past few years.

Mr. Colao said he is confident that
the company is “fixing” Turkey, punc-
tuating the turnaround goal with the
appointment of a new Turkish chief
executive Tuesday.

Vodafone lowered its full-year rev-
enue targets to between £38.8 billion
and £39.7 billion, after already guid-
ing the market in July to the bottom
end of the £39.8 to £40.7 billion range
announced in May.

But Vodafone increased its fore-

cast for free cash flow to a range of
£5.2 billion to £5.7 billion, as it rides a
positive currency tailwind and cuts
costs in its new efficiency drive.

The company said the savings will
come predominantly from fixed costs
in Western Europe, although Mr. Co-
lao declined to discuss any specific
headcount reduction.

Mr. Colao added that he was
happy with Vodafone’s 45% stake in
Verizon Wireless, a joint venture with
Verizon Communications Inc., but in-
dicated that the company reviews the
stake regularly and is open-minded
about how to maximize its value to
shareholders. That is the same posi-
tion Vodafone has taken in the past.

Following the report, Vodafone
shares rose 6.2% to close at 115
pence on the London Stock Ex-
change Tuesday.

Vodafone chief to slow expansion

By Ben Casselman

And Guy Chazan

Norwegian oil company Statoil-
Hydro ASA will pay $3.4 billion for
U.S. natural-gas assets in a move
that highlights its global expansion
and the growing international inter-
est in North American natural-gas
markets.

Under the agreement, Statoil
will pay Chesapeake Energy Corp.
$1.25 billion in cash for a 32.5% inter-
est in a massive but still undevel-
oped natural-gas field that
stretches from West Virginia to
New York state. Statoil will spend an
additional $2.13 billion over four
years to help cover Chesapeake’s
share of drilling costs.

Statoil’s share of the field is
equivalent to 600,000 acres, which
are believed to hold 15 trillion to 18
trillion cubic feet of natural gas, an
amount the U.S. consumes in about
nine months.

The two companies said they
could spend nearly $60 billion over
20 years to drill 13,500 to 17,000
wells.

The deal drew mixed reviews
from Statoil analysts and cheers
from those following Chesapeake,
which has been battered by falling
energy prices and the credit crunch.

In afternoon trading Tuesday on the
New York Stock Exchange, Statoil
shares were off 5% at $18.40. Chesa-
peake, of Oklahoma City, traded 3%
lower at $22.99.

Some question whether Statoil is
overpaying. While the price of
$2,000 an acre in cash is roughly the
midpoint of other deals in the Mar-
cellus field, that figure rises to
$5,600 when Statoil’s share of Ches-
apeake’s drilling costs is included.
Moreover, many analysts thought
prices would fall because of the mar-
ket turmoil that has left Chesapeake
and other companies scrambling for
cash.

The agreement calls for the com-
panies to explore together interna-
tionally for so-called unconven-
tional gas—or gas trapped in tightly
packed sands, coal seams or dense
rock called shale that can’t be
tapped by traditional drilling meth-
ods. Such production, which gener-

ally requires the drilling of many rel-
atively small wells, has become a
mainstay of U.S. natural-gas produc-
tion in recent years, but it is still in
its infancy internationally.

Tuesday’s deal is the latest of a
series of moves by international—
and especially European—oil com-
panies to participate in a U.S. drill-
ing boom. In July, BP PLC agreed to
buy assets in Oklahoma from Chesa-
peake for $1.75 billion, and in Sep-
tember entered into a $1.9 billion
joint venture in Arkansas. Royal
Dutch Shell PLC has also been ac-
tive, amassing a large position in
Louisiana’s Haynesville Shale in
partnership with EnCana Corp.

The companies have been drawn
to the U.S. by its political stability
and growing appetite for natural
gas. Although prices have fallen re-
cently, most analysts expect prices
to rise in the long term as the coun-
try turns to natural gas as a fuel that

is cheaper than oil and cleaner than
coal.

Statoil’s move is part of the com-
pany’s strategy of expanding inter-
nationally beyond its Norwegian
base. Created in 1972 as a state-
owned company, Statoil initially fo-
cused on the North Sea. But as out-
put there declined, it ventured into
the Caspian Sea, offshore Angola
and Brazil. The company already
has a U.S. presence, producing gas
in the Gulf of Mexico and exporting
liquefied natural gas to the U.S.

Tuesday’s deal will allow Statoil
to increase that presence while also
learning to develop unconventional
resources from Chesapeake, which
drills more such wells than any
other company. In a conference call
Tuesday, StatoilHydro Executive
Vice President Peter Mellbye said
the deal with Chesapeake could act
as a springboard to develop other
unconventional gas plays in places
like China, Ukraine and Poland. The
interest in Marcellus Shale, he said,
“establishes a new growth plat-
form” for the company.

Citigroup analysts welcomed the
move in a note to investors, saying it
“provides access to a long-term re-
source base.” But other analysts
were skeptical, noting that uncon-
ventional wells are expensive and
technically very different from the
offshore oil wells that are Statoil’s
expertise. Mr. Mellbye acknowl-
edged Statoil lacks experience in
shale gas, but said Chesapeake
would be the operator of the U.S.
project.

By Nina Koeppen

MANNHEIM, Germany—Senti-
ment among German financial ana-
lysts and institutional investors
picked up in November, albeit from
near-record lows, after govern-
ments around the world announced
financial-rescue packages and cen-
tral banks slashed interest rates, the
Center for European Economic Re-
search said.

The think tank’s economic expec-
tations index rose to minus 53.5
points from minus 63 points in Octo-
ber, after hitting a record low of mi-
nus 63.9 points in July. The outcome
was above economists’ forecasts of
minus 58.5 points, but below the in-
dex’s historical average of 27.1 points.

Economic experts “seem hopeful
that the collective actions of govern-
ments and central banks will miti-
gate the economic slowdown,” said
Wolfgang Franz, president of the
think tank, which is known as ZEW.

But that won’t prevent Germany—
the euro zone’s largest economy—
from entering a technical recession,
or at least two consecutive quarters
of shrinking real gross domestic
product, economists said following
the survey results.

The euro ticked up, while German
government bond futures slipped.
Soon after the data were released,
the euro traded around $1.2760, com-
pared with $1.2750 before the report.  

—Roman Kessler in Frankfurt
contributed to this article.

Colao vowed to
improve operations
and cut £1 billion in
costs by 2011.

Vodafone CEO Vittorio Colao, shown here in July, called a halt to the company’s
expansion in emerging markets and vowed to cut £1 billion of costs by 2011.
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Sentiment rises
in Germany
on recovery plans
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Facebook curries favor with marketers
‘Engagement ads’
amplify push to woo
Madison Avenue

Geologists try a light touch

By Jessica E. Vascellaro

Despite its surging Internet au-
dience, Facebook Inc. has yet to
prove it can wring steady revenue
out of advertisers. Now it’s trying a
new tactic to woo Madison Avenue.

The Palo Alto, Calif., company is
rolling out a new ad format called
“engagement ads” that further
blurs the line between marketing
and social networking.

The new ads appear on the main
screen when a person first logs in
to Facebook. They prompt a user to
do something within the ad, such
as comment on a movie trailer or
RSVP for the season finale of a TV
show.

If the user completes the action,
such as adding Bravo TV’s “Project
Runway” show to a personal list of
events, Facebook tries to get Bra-
vo’s ad in front of more eyeballs by
sharing a notice about what the
user has done with their friends.

Facebook has a lot to prove with
the new ad format, which it began
quietly testing in August and
started making available to all ad-
vertisers this month. The company
says 70 of the U.S.’s 100 largest ad-
vertisers have advertised on its
site since 2007. But its share of to-
tal number of U.S. online display ad
views was just 1.1%, according to
market research firm comScore
Inc., in its most recent report in
June.

News Corp.’s Fox Interactive
Media Unit, which includes rival

MySpace.com, is the market leader
with 15.9% of display-ad spending,
according to comScore. News
Corp. also owns Dow Jones & Co.,
publisher of The Wall Street Jour-
nal.

“I haven’t heard of anyone pur-
chasing something off an ad on
Facebook,” says Angie Tulgetske,
vice president of RE/MAX Pre-
ferred Choice Properties, which re-
sells timeshares and spends thou-
sands of dollars a month on search
ads but avoids social-networking
sites. “I wouldn’t think any of my
marketing dollars would be spent

advantageously there.”
Facebook’s new push also

comes as economic turbulence hits
the online ad market. U.S. online ad-
vertising growth is expected to de-
celerate from 17% in 2008 to 14.5%
next year, according to the Interac-
tive Advertising Bureau, an Inter-
net-advertiser trade group.

Advertising on social-network-
ing sites appears particularly vul-
nerable, analysts say, because ad-
vertisers are still searching for the
right ways to measure the effective-
ness of ads on those sites.

Advertisers say that buying ads
on Facebook and MySpace gener-
ally costs far less than buying pre-
mium ads on media properties
such as Yahoo Inc. or Time Warner
Inc.’s AOL, although prices vary
widely based on the type of ads and
the target audience. Facebook
charges more for the engagement
ads than other display ads on its
site.

The new ads won’t appeal to all
Facebook users. Heather Watson,
32, who lives in Nashville, Tenn., re-
cently saw the engagement ad for
“Project Runway.” Ms. Watson
says such ads “detract from the
[Facebook] experience,” and she
clicked the “not attending” option
to wipe the Bravo ad from her view.

In public appearances, Face-
book’s 24-year-old Chief Executive
Mark Zuckerberg insists that his
company remains more focused on
expanding its user base than its rev-
enues. The right business model
for the site will emerge over time,
he has said.

This year, Facebook’s revenue is
expected to more than double to be-
tween $300 million and $350 mil-
lion, say people familiar with the
matter. But the company has

mounting costs. At an industry con-
ference last week, Mr. Zuckerberg
said the company didn’t need to
raise more money and wasn’t plan-
ning on going public for a few
years.

Still, Facebook has intensified
its campaign to curry favor with
Madison Avenue. It has hired top
ad sales executives from compa-
nies including Yahoo and periodi-
cally hosts teams of senior ad exec-
utives at its graffiti-clad offices. It
has also sent squads into online-ad
agencies, such as Starcom MediaV-
est Group, to pitch products and
generate awareness about its free

research tools.
Ads systems are built over time

through continual tweaking, says
Facebook’s Chief Operating Officer
Sheryl Sandberg. She says Face-
book’s existing ad offerings are
working well but “undersell Face-
book’s broader opportunity.”

Facebook has tried many ad ef-
forts in the past, starting with ba-
sic “fliers,” the low-budget graphi-
cal ads users could buy to promote
things like events. The company be-
gan building its own internal sales
force in 2005, and in 2006 struck a
deal to display banner ads sold by
Microsoft Corp. It also added prod-
ucts like “social ads” in which Face-
book shared a user’s action with
others on the site.

But many marketers stayed
away, concerned advertising along-

side user-generated content might
tarnish their brands and that the
site appealed only to college stu-
dents. As Facebook has widened its
audience, it has run into another
problem: users weren’t clicking on
ads when they browsed each oth-
er’s profiles. Jeremiah Owyang, an
analyst with Forrester Research,
estimates the rate at which users
click on Facebook’s display ads is
less than 1%. Mr. Owyang also de-
scribes Facebook’s array of ad of-
ferings as “confusing.”

More recently, Facebook has
seen some traction with an ad ser-
vice for smaller advertisers that

generally spend the bulk of their
budgets on search-engine ads. The
service allows users to buy tar-
geted banner ads through a Web
site. Facebook says tens of thou-
sands of advertisers are using the
system every month.

Online advertising agency G5
Search Marketing Inc. has used the
system to buy ads for clients such
as a California-based local storage
company. The storage company in
May found it ended up getting
more visitors per dollar spent on
Facebook than Google, says Dan
Hobin, CEO of G5.

But he adds that only a handful
of clients have tried Facebook, in
part because Facebook offers to
reach specific groups that are far
smaller than the size of the audi-
ence his clients want to reach.

CEO Mark Zuckerberg says Facebook
remains more focused on expanding its
user base than its revenues.

MARKETPLACE

Source: comScore
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alternative-reality computer game
in which participants wend their
way through a quake-stricken Los
Angeles. A sample scenario: “It’s
three weeks after the quake, you
don’t have power, your credit cards
are useless, and you’re paying $10
for a Diet Coke,” says Jason Tester,
who helped design the game.

Word began to trickle out. Regis-
trations on the Web site began to
pick up pace. Entire school districts
signed up. Last week, organizers an-
nounced that more than five million
people had registered to partici-
pate.

Earthquake experts suddenly
found themselves in great demand.
“It’s everything we’ve always
wanted,” says Mark Benthien, who
runs the Southern California Earth-
quake Center. To promote the event,
he hands out buttons, and fliers that
say “ShakeOut, Don’t Freak Out”
and bumper stickers that read
“Shift Happens.”

Andrew Michael, a seismologist
with the Geological Survey, which is
part of the Interior Department, de-
veloped a specialty in recording
earthquakes. He also composed a
piece of music, “Earthquake Quar-
tet No. 1,” based on some seismic
shaking. Now, one of his quake re-

cordings is being slicked up by the Il-
lusion Factory, a special-effects stu-
dio that works with Hollywood. It
will be broadcast during the actual
drill.

“Definitely the biggest audience
I’ve ever had,” says Dr. Michael.

As the ShakeOut date ap-
proaches, Dr. Jones has been fielding
more and more interview requests
and invitations to lecture.

Dale Cox, a manager with the
Geological Survey, said he told a
group of scientists at the Geological
Survey’s headquarters in Reston,
Va., that Dr. Jones had become so
well known that “she actually gets
people asking for her autograph.”

It remains to be seen how many
people will actually participate, and
how many will take follow-up steps,
such as stockpiling food, water and
flashlights.

However,Mr.Cox saysthat theex-
citement surrounding the run-up to
the ShakeOut has already generated
envy in the scientific community. He
said that the Geological Survey’s at-
mospheric scientists recently ap-
proached him and wanted to plan
their own ShakeOut-like happening,
based on a winter storm. “They want
their own event,” he says, adding,
“even though it’s not as sexy as an
earthquake.”

Continued from page 28

BUSINESS REAL ESTATE
INVESTMENT PROPERTIES

www.rexrealestatetx.com
Owner reserves the right to remove the property or properties from the market at any time,

and expressly reserves the right at its sole discretion to reject any or all proposals or expressions of interest in the property,
and to terminate discussions with any party at any time.

Located in North Houston
Montgomery County near the “Woodlands”

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

Property information can be obtained by
visiting our website at:

2500+/- Contiguous Acres

§ Preliminary Master-Planned community with the new
“Aggie” Expressway projected to be constructed

through the entire tract.
§ Located in one of Houston’s fastest growing corridors situated in

the highly-rated Magnolia School District.
§ Fully vested Municipal Utility District in place.

§ Beautiful property with large trees and gently rolling terrain.
§ Investor priced for year-end close.
§ Sealed bids due November 26th.
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By Loretta Chao

BEIJING—Alibaba.com Ltd. is
betting that sharp cuts in its fees
will let the online trading platform
maintain its rapid growth despite a
worsening storm for Chi-
na’s low-cost manufactur-
ers.

Alibaba.com, whose
Web site provides listings
for small-to-midsize manu-
facturers that want to sell
overseas, has positioned it-
self since its launch in 1999
at the nexus of China’s ex-
port juggernaut.

That’s been an enviable
location in recent years, as
sales of Chinese goods
have ballooned. On Tues-
day, the company reported a 49% in-
crease in third-quarter net profit to
308.6 million yuan ($45.2 million)
from the year-earlier period. Reve-
nue rose 37% to 780.2 million yuan.

But the global economic slow-
down has caused widening ripples
in China’s export sector, where job
losses are mounting as some compa-
nies are pushed out of business. Chi-
na’s customs administration Tues-
day said exports in October grew
19.2% from a year earlier. Exports in-
creased nearly 25% for all of 2007.

Alibaba.com, the Hong Kong-
listed unit of Alibaba Group, in
which Yahoo Inc. holds a 39% stake,

gets most of its revenue from mem-
bership fees it charges companies
to list on its site. Earlier this year,
the company saw signs of trouble
when the growth in “Gold Supplier”
members, those who subscribe to

its main product with a fee
of 50,000 yuan annually,
slowed unexpectedly.

Now, Alibaba.com is
adopting a new pricing
model to keep drawing new
members. Last week, it
launched a starter package
for Gold Suppliers, which of-
fers fewer services for a
60% discount. David Wei, Al-
ibaba.com’s chief executive,
says the program is aimed
at increasing the Web site’s

paying customers even at the risk of
squeezing its profit margins.

“We believe if we can increase
our customers, we will increase our
revenue later and the process will
take care of itself,” Mr. Wei said in
an interview. Initial signs are posi-
tive: in the first week under the new
pricing, total sales were higher than
what the company usually gets in a
month.

Alibaba.com also remains com-
mitted to expanding overseas, Mr.
Wei said. He wants to attract more
clients in markets including India
and Japan, because “more suppliers
outside China will look for [buyers
in] new markets like China.” About

4% of its 400,000 suppliers are from
outside China today. To that end,
the company announced Tuesday a
new joint venture with Japan’s Soft-
bank Corp.

To ease the worries of hesitant
or picky buyers, Alibaba.com re-
cently announced stricter quality-
screening policies, including the ad-
dition of VeriSign Inc. as a partner
in checking the authenticity of sup-
pliers. It also has imposed bans on
members who repeatedly violate in-
tellectual property rights.

Mr. Wei says Alibaba.com’s tar-
get customers—businesses with 50
to 500 employees—are able to
adapt to market conditions more
easily than larger enterprises. Still,
some exporters have seen orders
fall by as much as half, and some
companies are closing shop. Mean-
while, members looking to cut costs
are already downgrading to the
new, cheaper package, which could
cannibalize Alibaba.com’s pricier
service offerings.

Analysts seem to like the new
pricing model. In a recent report,
Citigroup said it expects Alibaba.
com to see earnings decline in
2009, but that starting in 2010 the
company should “benefit from a
more sustainable model, delivering
faster growth and higher margins.”
 —Sue Feng and Gao Sen

contributed to this article.

Owner of Mideast developer
plans to cut work force 2.5%

Alibaba cuts its fees to spur growth

David Wei

By Stefania Bianchi

DUBAI—Damac Group, owner of
big Mideast private developer
Damac Properties, said it will shed
200 jobs, as much as 2.5% of its
work force, the latest sign of a slow-
down in this city-state’s once hot
property market.

The layoffs, announced in a state-
ment Tuesday, come after months of
gathering clouds for Dubai’s prop-
erty sector, which accounts for about
30% of the emirate’s economy. In re-
cent weeks, real-estate agents have
reported softening prices and a lack
of buyers—especially property spec-
ulators that helped drive steep price
increases in recent years.

Damac, which employs more
than 8,000 people world-wide, said
the cuts will be focused in those ar-
eas “directly affected by the con-
tracting market, including sales and
marketing, recruitment and back-of-
fice support functions.” Damac Prop-
erties Chief Executive Peter Rid-
doch said the decision was inevita-
ble in light of the severe slowdown
in the global property market.

Dubai was the first Gulf sheik-

dom to allow foreigners the right to
buy homes, triggering torrid de-
mand. The boom continued even
through the first signs of big real-es-
tate trouble in the U.S. and Europe
last year and earlier this year. But
this summer, a number of factors
conspired to take some of the shine
off Dubai’s market.

Several property analysts have
forecast a peak in prices this year or
next year, with some estimating dou-
ble-digit price falls as new supply
floods the market. Local lending
also tightened significantly. The
crunch worsened when interna-
tional credit markets seized up in
the fall. And a number of govern-
ment probes into alleged financial
wrongdoing at some top Dubai de-
velopers and finance companies
have hurt the sector’s image.

Property shares have fallen
sharply amid the unease. In a sign of
government concern over the sector,
Mohamed Alabbar, a government of-
ficial and chairman of developer
Emaar Properties PJSC, said this
week that Dubai had formed a spe-
cial committee to explore initiatives
to boost confidence in the sector.

The U.S. retail sector is losing its
place as the employer of last resort
for the newly unemployed.

The bankruptcy-court filing Mon-
day by Circuit City Stores Inc., the
country’s second-largest electronics
chain, underscores how this eco-
nomic downturn may differ from
others in recent memory:

Earlier, Circuit City had an-
nounced it would cut 6,800 jobs as it

conducts going-out-of-business
sales at one-fifth of its outlets. It
now says the job losses are likely to
rise to 8,000.

Roughlyoneofevery10Americans
is employed in the retail sector. But
since November 2007, about a fourth
of all jobs that have been lost—about
320,000 in all—have been in retail.

That has helped push the overall
U.S. unemployment rate to 6.5%
through October, a figure many econ-
omists expect to grow to 8% or
higher. The unemployment figures
don’t include about 209,000 retail
workers whose full-time hours have
been reduced to part-time, accord-
ing to the Department of Labor.

Retail employment has tradition-
ally been relatively resilient in times
of recession, with its job cuts often
lagging behind those in other seg-
ments. The pace of layoffs and store
closures was slower in the 2001
downturn than it is currently, be-
cause consumers in the earlier slow-
down had continued to spend.

This time around, the sector’s job
losses have outstripped those of
other troubled industries such as au-
tomotive manufacturing, financial
services and hospitality, according to

the latest government jobs data.
Circuit City is the latest of at least

14 major U.S. retail chains, including
Linens ’n Things and Mervyn’s LLC,
to file for bankruptcy protection in
the past 12 months. Many, such as Lin-
ens, are discovering that they can’t
find financing and are liquidating,
slashing tens of thousands of jobs.
Fashion retailer Steve & Barry’s en-
tered Chapter 11 bankruptcy proceed-
ings this summer with a plan to trim
about 100 of its 276 stores; now, ac-
cording to people familiar with the
matter, the company is likely to liqui-
date the entire chain.

Retail experts believe many of the
sector’s biggest cuts are yet to come.

In a teleconference last week with
financial institutions, the large U.S.
liquidation firm Hilco Appraisal Ser-
vices projected 6,100 American
stores—ranging from mom-and-
pops to outlets of big chains—will
close in 2008, up 25% from 2007. It es-
timated that figure could reach a
record 14,000 stores next year. Each

store typically employs 20 to 100
full- and part-time workers, say re-
tail experts. That doesn’t count the
executives who manage the stores,
buy merchandise and develop strat-
egy at a corporate headquarters.

Ken Simon, managing director of
financial-advisory firm Loughlin
Meghji + Co., says this downturn
could be particularly hard for U.S. re-
tailers because banks are reluctant
to lend. “The credit freeze means a
bankrupt retailer will have trouble
finding financing to keep even a por-
tion of their stores continuing,” Mr.
Simon said.

His firm found that at least
80,000 of the lost retail jobs were cut
by retailers that had filed for bank-
ruptcy. The rest were cut by healthier
firms that are nonetheless shrinking.

New York-based Lord & Taylor,
for example, is trimming jobs ahead
of what is expected to be a difficult
holiday season. In the past few
weeks, the department-store chain
has eliminated 100 positions out of

its 10,000-person work force—repre-
senting 75 layoffs and 25 former exec-
utives who won’t be replaced, says
Jeffrey Sherman, chief executive of
Hudson’s Bay Co., which operates
Lord & Taylor and other retailers in
the U.S. and Canada.

The layoffs expose the thin eco-
nomic safety net available for many
Americans who have long depended
on part-time or second retail jobs to
make ends meet. Front-line retail
jobs are among the primary sources
of employment for those without a
college education. For better-edu-
cated, full-time employees, retail
jobs also filled a void left by the de-
cline of U.S. manufacturers. Retail
jobs could become more competitive
still as unemployed workers with col-
lege degrees enter the market.

“In retail, you have large numbers
of people who are at or slightly above
poverty, so losing employment in
that sector can increase poverty lev-
els,” said Ken Jacobs, chairman of
the Center for Labor Research and Ed-
ucation at the University of Califor-
nia, Berkeley. “As manufacturing de-
clined, these were the jobs where peo-
ple could go.”

Lauren Kerr, a 48-year-old single
mother in Oakland, Calif., last month
lost her job as senior creative man-
ager in the marketing department at
Mervyn’s, a California department
store that announced its liquidation
last month. She has since found con-
tract employment in a job that
doesn’t pay benefits.

“I’m a single parent. I don’t have
much of a savings cushion,” Ms. Kerr
said in an interview. She said she
shops less for pricey organic and natu-
ral foods, and cooks at home more.
She said her 10-year-old daughter
Joana has also been more thrifty. “She
will say, ‘Well, we can’t spend any
money right now,’ or, ‘Mommy, I don’t
need my allowance,’ ” Ms. Kerr said.

The present retail-bankruptcy fil-
ings differ from those that hit the
U.S. department-store industry in
the early 1990s. Back then, a previ-
ous buyout boom had placed large
amounts of leverage on the stores’
balance sheets. While retailers gener-
ally still had strong operations, many
used bankruptcy proceedings as a
way to get rid of expensive leases.

But retailers’ current problems
extend beyond their balance sheets.
Not only is consumer spending plum-
meting, but manufacturers are
clamping down on which retailers
they will do business with and the
terms under which they will ship
products. Going into the holiday-
shopping season, many retailers
have too much inventory.

Such is the case at Circuit City,
with 721 U.S. stores. The company be-
gan layoffs last week, which means
the cuts aren’t yet reflected in the lat-
est government jobs data.

An attorney for Circuit City said
the company hasn’t announced any
job cuts besides those included in 155
store closings already planned.

 —Miguel Bustillo, Peter Lattman
and Rachel Dodes

contributed to this article.

Jobs safety net weakens at U.S. retailers
Sector’s losses surpass other industries and help push unemployment rate higher in a different kind of downturn

Note: Seasonally adjusted
Source: U.S. Labor Department

Punching out
Cumulative number of retail jobs
lost in the U.S. since November 2007
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Circuit City filed for
chapter 11 bankruptcy
protection on Monday

and said that the number
of job losses was likely

to rise to 8,000.

CORPORATE NEWS

By Jeffrey McCracken, Vanessa
O’Connell and Ray A. Smith
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Slump infiltrates German property funds
Redemption flood
drives the vehicles
to shut doors for now

By William Boston

SPECIAL TO THE WSJ
BERLIN—The forces hammering

property markets around the world
have finally cracked Germany’s
open-ended real-estate funds, put-
ting some of Europe’s most-active
real-estate buyers on the sidelines.

The cash-rich funds spent Œ2.9
billion ($3.7 billion) in thethirdquar-
ter on real-estate acquisitions, 11%
of the total Œ26.4 billion in commer-
cial-property transactions in Eu-
rope in the period, according to real-
estate-services firm CB Richard El-
lis. The attraction of the funds for in-
vestors is their moderate but reli-
ablereturns,averaging5.3%on anan-
nualized basis for the past 20 years.

But now investors are selling
their shares in the funds so fast that
at least 13 of the more-than-30 Ger-
man open-ended funds have been
forced to freeze redemptions, repre-
senting about one-quarter of the
Œ89 billion the industry has under
management. Analysts say inves-
tors are unlikely to lose their assets,

but the impact on commercial real-
estate values could be significant be-
cause the market will be missing
some major players.

Barbara Knoflach, chief execu-
tive of SEB Asset Management,
Germany’s biggest open-ended
fund by assets, said in an interview
that funds that have frozen redemp-
tions, like SEB’s Immoinvest fund,
have three options to raise liquid-
ity: sell property, find new custom-
ers or raise debt.

“Funds will try to avoid selling
property in this market. Instead
they will focus on attracting new cli-
ents and those that have low lever-
age will increase debt,” she said. “As
longasithasfrozenredemptions,Im-
moinvest is in a waiting position.”

Germany’s open-ended funds
have been around since the 1950s.
They work like mutual funds with
two major differences: First, the
funds invest in property instead of
stocks, and investors indirectly own
the property that the funds have
bought. Secondly, there is no lockup
period, except if a fund’s liquidity
threatens to fall below the legal re-
quirement of 5% of assets. In that
case, the fund must freeze redemp-
tions for three months to give it time
to boost liquidity.

The lack of liquidity caused by an

onslaught of redemptions is what’s
causing the funds to close the exits
now. The trouble began in Septem-
ber, when the bankruptcy filing of
Lehman Brothers Holdings Inc.
spooked global investors. Despite
signs that the open-ended fund in-
dustry was still robust and pulling in
cash, investors began withdrawing
from the funds. The funds reported a
net outflow of about Œ200 million in
September. But the funds still

chalked up net inflows of Œ5.5 billion
in the first nine months of the year,
accordingto the BVIFederationof In-
vestment and Asset Management.

The trickle out of the open-
ended funds became a raging flood
after Chancellor Angela Merkel said
Oct. 5 that the government would
guarantee all deposits. Ms Merkel’s
promise spooked German savers
and unleashed an exodus from
shares and into savings accounts.

KanAm Grundinvest was the
first open-ended fund to close its
doors. First it froze redemptions to
its $774 million dollar-based fund on
Oct. 27. The following day, KanAm
Grundinvest’s euro-based fund, with
assets of Œ4.8 billion, faced redemp-
tion claims totaling Œ300 million.
“The air got very thin and we closed
the fund,” said a spokesman. Within
threedays,11more open-ended prop-
erty funds did the same thing.

The industry faced a similar cri-
sis in 2005 and 2006, when Deut-
sche Bank AG and KanAm both
closed their funds to redemptions af-
ter a flight of institutional investors
prompted a liquidity squeeze.
Months later, the funds reopened
and investors survived with just a
scare.

But this time, even the fund man-
agers know that the crisis mightn’t
pass quickly and painlessly. For one
thing, it will be a lot harder for the
funds to sell assets in today’s mar-
ket. And the funds will eventually
have to devalue their property,
which will hit investors’ assets.

SEB’s Immoinvest has lost 10% of
its invested capital since mid-Sep-
tember. Yet, Ms. Knoflach still be-
lieves that the open-ended funds will
continue to provide a haven in com-
parison to the gyrations of stocks.

THE PROPERTY REPORT

Frozen assets
As the real-estate slump has spooked some investors, some German open-ended 
property funds have halted redemptions to maintain liquidity requirements

Source: BVI Federation of Investment and Asset Management

Focus Nordic City (Catella)
KanAm US-Grundinvest
UBS (D) 3 Kontinente Immobilien
TMW Immobilien Weltfonds
DEGI EUROPA
Morgan Stanley P2 Value*

UBS (D) 3 Euroinvest Immobilien
DEGI INTERNATIONAL
AXA Immoselect
KanAm Grundinvest
SEB Immoinvest
CS Euroreal A CHF

*Simultaneously froze sale of 
shares in fund for two weeks

†As of Aug. 31, 2008. 

FUND Net assets, in billions of euros

Œ6.96
6.73

4.83
3.97

2.65
2.61

2.18
1.72

1.06
0.61
0.54
0.39†

BUSINESS REAL ESTATE
INVESTMENT PROPERTIES

UNITED STATES UNITED STATES INVESTMENT PROPERTIES

AUCTIONS

INVESTMENT PROPERTIES INVESTMENT PROPERTIES

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

and to terminate discussions with any party at any time.

Located in North Houston
Near George Bush/Intercontinental Airport

9,000 +/- Contiguous Acres

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

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

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

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

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

Property information can be obtained by
visiting our website at:

www.rexrealestatetx.com

LandmarkHotel &Development Site
Famous 1928 Historic Hotel in the heart of
Downtown Phoenix, Arizona, USA.
Next to convention center and sports arenas.
Seven stories, Hol lywood stars, with
penthouse and 144 rooms. Has restaurants,
night club, retail stores, and zoning for an
additional 35 story high-rise tower. Long time
owner deciding to retire at age 84. Price is only
$31,950,000 USD, all cash or with terms.
Principles only. Call (602) 926-8902, or
e-mail to historichotel@gmail.com

FOR SALE
CVS/PHARMACY
25 year NNN LEASE

7% Cap Rate

770-772-4093
Brokers Protected

Roatan Beach Oceanfront
365 ft. Caribbean Frontage

33 Contiguous acres inWest End
Existing resort prime for luxury
development. Excellent private road, natural
pure springs, abundant fresh water. N/Stop
from Houston, Atlanta, Miami, SF, NY & Rome.
Broker protected. Offered @ $30,000,000.

CC Allen, Broker.
001-972-733-9789

cc@ebby.com

NNN INVESTMENT
LAS VEGAS, NV

New Construction. 100% Occupied
$4.2M 6.5% Cap

Terry Hamilton 702-221-2500 x319
thamilton@newmarketadvisors.com

SYNDICATE
Purchase High Credit Rated Net Leases

7% Guaranteed Return
Minimum Investment $500,000

barryhighland@aol.com
or 561-675-0031

MAKE GREAT
CONNECTIONS
IN EUROPE.
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JOURNAL EUROPE.
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Flip Mino goes high-def
Pure Digital offers
sharper footage;
screen’s still small

Facebook’s new tactic to woo Madison
Avenue further blurs the line between
marketing and social networking. Page 30

By Katherine Boehret

O
VER THE PAST couple
years, Pure Digital Tech-
nologies has changed
the way people think
about video cameras by

turning these heavy, expensive, in-
timidating devices into affordable,
user-friendly gadgets that fit into a
shirt pocket.

To keep the prices of its Flip cam-
corders affordable, the company

made some sacri-
fices in quality and
style. Pure Digital
improved on style
in June by releas-

ing the sleek $180 Flip Mino. But
while other companies boasted high-
definition capturing capabilities,
Pure Digital stuck with standard def-
inition video.

Today, Pure Digital adds a high-
def member to its family: the $230
Flip MinoHD. This hand-
held camcorder looks like
the original Mino (more
digital camera than video
camera), but the MinoHD is
capable of capturing high-
definition footage in
1280x720 pixel resolution,
or 720p. (The regular Mino
records at 680x480 pixels.)

Both cameras can be per-
sonalized with colorful de-
signs that people can either
make themselves or select
from TheFlip.com. It’s also
possible to upload per-
sonal photos to dec-
orate the cam-
corder. This person-
alization process is
free at the time of the
purchase, so people
who already own
Flip Minos are out
of luck.

I brought my
MinoHD along on
a weekend trip to
a lake in North
Carolina and used
it to capture leaves
at their color-chang-
ing peak and games of
charades among
friends. Overall, I re-
ally liked the qual-
ity of the footage,
which had rich
hues and sharp de-
tails such as glis-
tening ripples of
waves on the
lake’s surface.
And the Mino-
HD’s improved
sound even
clearly picked up
the voices of two
guys paddling
away from our

dock in a canoe.
But if you’re the type of person

who likes to play back videos after
capturing them, you might be disap-
pointed that the MinoHD’s 1.5-inch
screen is no larger than the previous
models. This means you won’t get a
good look at the high-definition foot-
age until you play clips back on a
computer or television (standard
connecting cables are included).

Another downside is that high-
definition footage is much too large
to easily send to others in its original
format, so it must be compressed to
480x270 pixel resolution for sharing
on Pure Digital’s software. Previous
Flips also compressed videos for
sharing (the Mino uses 360x270),
but I particularly missed the ability
to show others my videos in stellar
HD quality.

The Flip MinoHD weighs 3.3
ounces and has four gigabytes of in-
ternal memory, or twice that of its
predecessor, yet both hold 60 min-
utes of video because the HD format
takes up twice as much space. In true
Pure Digital style, the camera’s
seven buttons are easy to use: Press
the red record button to start and
stop, and press plus or minus but-

tons to zoom in or out with a 2x digi-
tal zoom while recording. A
play/pause button plays back videos
and a delete button gets rid of un-
wanted footage to free up memory.

The MinoHD comes loaded with
new software called FlipShare. I
found this worked much better than
Pure Digital’s previous sharing soft-
ware, which was rather straightfor-
ward but had its share of quirks and
rough edges. FlipShare works on
Macs and PCs running Windows
Vista and XP without trouble. I
should note that the software
crashed and insisted on changing
the color scheme on my Vista laptop
thefirsttwo timesI pluggedinmyMi-
noHD.

FlipShare’s use of drag-and-
drop video organizing resembles
the way that Apple iTunes songs
can be dragged into playlists. And
just as iTunes searches for music
when it’s installed, FlipShare
scoured my computers for other
Flip videos, neatly arranging those
clips into folders. I easily named or
re-dated videos, and clips that
aren’t saved to the computer are
clearly marked as “Unsaved” in the
software. Eight large icons at the
bottom of the FlipShare software il-
lustrate what can be done with the
videos: save to computer; play full
screen; share via email, greeting
card or Web site (YouTube, AOL
Video or MySpace—no Facebook as
of yet); or create a movie, snapshot
or DVD.

FlipShare works with other Pure
Digital camcorders, and users of the
older software will get a prompt to
upgrade to FlipShare next week. It’s
also fully compatible with Apple’s
video applications, including iM-
ovie and iDVD. And when I plugged
in my MinoHD, iTunes opened and
asked if I wanted to import my Mi-
noHD footage.

Pure Digital says the MinoHD’s
internal battery lasts for two hours
of overall use (recording, playback,
standby etc.) or for 90 minutes of
straight recording. This battery life
is half that of the Mino and on par
with the older Flip Ultra, which runs
on two double-A batteries.

After using the fully charged de-
vice to record 60 minutes of footage
over a weekend, I still had about one
hour remaining. It charges by plug-
ging its pop-out USB connector into
any computer’s USB port, and will
also work with some USB chargers
though not Apple’s. Pure Digital will
sell a standalone charger for $20
that should be available by the end
of the year.

If you’re in the market for a sim-
ple camcorder that records high
quality video, the Flip MinoHD is def-
initely worth spending $50 more
than the regular Flip Mino. But
don’t say I didn’t warn you so when
you’re bummed out by the screen’s
still-small size and its inability to
share true HD footage via the Flip-
Share software.

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

Property-market
woes hit German
funds. Page 29

A black Christmas
for PC makers?
WSJ.com/BizTech

The $230 Flip MinoHD is the first handheld camcorder
from Pure Digital that captures high-definition footage.
Inset, one of the colorful designs from TheFlip.com to
personalize the camera.

By Gabriel Kahn

At 10 a.m. Thursday, geologists
hope, more than five million people
around Los Angeles will participate
in a disaster drill built around a
mock 7.8-magnitude earthquake
along the San Andreas fault. Called
the Great Southern California Shake-
Out, it is being billed as the largest
earthquake-preparedness event in
U.S. history.

Planners are trying to force a
seismic shift in the way people deal
with the prospect of earthquakes.
Instead of playing up the devasta-
tion of Los Angeles, the geologists
are planning something more like a
giant bash. The earthquake
drill—in which people dive under
their desks, cover their
heads and hang on for dear
life—will be followed by a
“Get Ready Rally,” a sort of
oversized block party.

Participants can design
their own home page on
the ShakeOut Web site, in-
vite friends and watch
earthquake videos. They
can play a specially de-
signed computer game
called “After Shock,” or an-
other one called “Beat the
Quake.”

A Hollywood special-effects stu-
dio was called in to devise an earth-
quake soundtrack with just the
right rumble to be aired on TV and
radio. Local radio personality Jack
Popejoy will do the voice-over. “We
want to make it feel cool to duck,
cover and hold,” he explains.

Cool is something geologists
complain had been lacking from
their pitch. Scientists have been
warning for years that Los Angeles
is living on borrowed time. The
southernmost section of the San An-
dreas fault, which hugs a valley just
east of the city, undergoes a major
shift every 150 years or so. But the
last serious quake was in 1680,
about 100 years before Los Angeles
was founded. So the city is about
178 years overdue for the “Big
One.”

When the earthquake strikes,
millions will be left without tap wa-
ter, freeways will crumble and hun-
dreds of fires will likely break out.

Despite perennial dire warnings,
most Angelenos go about their busi-
ness blithely unconcerned.

Eric Seiver, 36 years old, who
works at a Starbucks, says he is keep-
ing a little extra food and water
around the house. But if a real emer-
gency struck, “There’s a 7-Eleven on
the corner, so I’d probably just go
there.”

The blasé mentality has
prompted some soul-searching in
the scientific community. “Evi-
dently, telling people what you
want them to do is a very bad way
of getting them to do it,” concludes
Lucile Jones, chief scientist for the
U.S. Geological Survey’s Southern
California multihazards unit. “No

one listens to us.”
Part of the problem is that the

picture of destruction scientists
paint—pancaked buildings, twisted
asphalt, power outages—is so bleak
that many simply throw up their
hands. “It’s like what we used to say
about how to prepare for nuclear
war: Bend over and kiss your butt
goodbye,” says Robert Chandler,
chairman of the communications de-
partment at Pepperdine University
in Malibu.

But scientists also blame them-
selves for an overly geeky approach.
“Let’s face it, we’re introverts,” says
Dr. Jones.

As she speaks, her cellphone
buzzes. An automatic Geological
Survey system alerts her to a 3.1

magnitude quake that oc-
curred two minutes earlier
in central California. She
rolls her eyes. “I don’t want
to be bothered for anything
less than a four.”

For years, says Dr.
Jones,the“earthquakecom-
munity”— a clique of seis-
mologists,fire chiefsand di-
saster-preparedness ex-
perts—would plan their
own drills. No one else took
much notice. During one

meeting last year, Dr. Jones piped
up. “Let’s do it like they do in Japan,”
she suggested. Geologists had al-
ways looked enviously at Japan,
where a nationwide earthquake day
draws hundreds of thousands of par-
ticipants every year.

The scientists decided to expand
their tightknit circle to involve econ-
omists, sociologists, city planners
and others. They set about design-
ing an intricate scenario that would
detail how the 7.8-magnitude quake
would affect the region—cratering
buildings, breaking water lines and
sparking fears of looting.

But early interest was scant.
Only about a dozen people a day
were signing up to participate on
the Web site, and the Great Shake-
Out looked like it might cause only a
minor tremor.

Then, on July 29, a 5.4-magni-
tude quake hit east of Los Angeles,
shaking buildings throughout the
city. The next day, 400 people
signed up. “We do have the best mar-
keting,” says Dr. Jones.

At the same time, organizers be-
gan recruiting people with the kind
of marketing flair that seismolo-
gists generally lacked. Home Depot
Inc. and Time Warner Cable Inc.
signed on as sponsors.

The Art Center College of De-
sign, in Pasadena, volunteered to or-
ganize a giant rally with multimedia
presentations, speakers and snacks
provided by Wolfgang Puck. “We
don’t want to spread doom and
gloom,” says Mariana Amatullo of
the art center. “We want people to
come together and have fun.”

The Institute for the Future, a
think tank in Palo Alto, designed an

Please turn to page 30

Geologists lighten up
earthquake drill in L.A.

Lucile Jones
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The Wuling joint venture manufactures Sunshine vans, with one-liter engines,
that sell for about $3,700.

By Norihiko Shirouzu

BEIJING—General Motors Corp.,
which is lobbying for a bailout from
the U.S. government, is in talks to in-
crease its stake in a Chinese joint ven-
ture that makes small, inexpensive
vans and trucks, people familiar
with the situation said.

The U.S. auto maker has entered
into negotiations with the govern-
ment of Guangxi province in south-
western China to expand its stake in
SAIC GM Wuling Automobile Co.,
said Hu Maoyuan, chairman of Chi-
nese car maker Shanghai Automo-
tive Industry Corp., the majority
partner in the joint venture.

The move, according to people
close to GM, is aimed at consolidat-
ing GM’s ownership of Wuling and
integrating it more into the GM
group as it tries to use Wuling as a
launching pad to get low-cost cars
into other fast-growing emerging
markets.

Mr. Hu said Shanghai Automo-
tive, which owns 50.1% of the Wul-
ing venture, wasn’t involved in the
talks. GM now owns 34% of Wuling.
State-owned Liuzhou Wuling Mo-
tors Co. owns the remainder, and
GM apparently would be buying
some of that stake.

An official at the Guangxi State-
Owned Assets Supervision and Ad-
ministration Commission, the re-

gional government agency that
owns Liuzhou Wuling, confirmed
that it is in talks with GM, but
wouldn’t elaborate. Officials at
Liuzhou Wuling couldn’t immedi-
ately be reached for comment.

A GM spokesman declined to say

whether GM is engaged in talks with
Liuzhou Wuling or the Guangxi gov-
ernment. “We communicate with
our partners regularly and those dis-
cussions are private and confiden-
tial,” the Shanghai-based spokes-
man said. “We have nothing to an-

nounce at this point.”
Detroit auto executives, looking

for government support, told U.S.
congressional leaders last week
that if one or more of their compa-
nies fails, millions of Americans
could lose their jobs. GM last week
warned that it faces a significant
risk of financial collapse by the mid-
dle of next year.

The Wuling joint venture manu-
factures Sunshine vans, with one-li-
ter engines, that sell for about
$3,700. The Chevy Spark, a minicar
also made by Wuling, sells for
about the same price. GM has
looked to Wuling as an important
part of its effort to boost sales in
emerging markets to offset declin-
ing sales in the U.S.

One GM official, who spoke on
condition of anonymity, acknowl-
edged that “there’s a lot of interest”
on the part of GM in acquiring addi-
tional shares in Wuling “to consoli-
date its position in China, which is a
must for anybody in the industry to
survive as a global mainstream
player,” he said.

GM has been using Wuling vehi-
cles—big sellers to farmers and oth-
ers in China’s smaller inland cit-
ies—as a way to expand its market
share in China. The auto maker says
it sold 1.05 million vehicles in China
last year. About one half of those
were Wuling micro vans and trucks

with relatively thin margins.
A credible presence in any of

China’s auto market segments is
critical to GM, which has seen its
star dim in China’s passenger car
market. Long China’s No. 2 passen-
ger-car seller after Germany’s
Volkswagen AG, GM is being out-
sold this year by Toyota Motor
Corp. and will likely fall to the No. 3
position for the year. J.D. Power &
Associates expects GM’s China
sales of passenger vehicles to con-
tract nearly 6% this year, its first
decline since 1999. When gauging
an auto maker’s performance in
the Chinese auto market, micro
trucks and vans made by Wuling
and a few other auto makers are
normally classified as commercial
vehicles, a separate category.

Another key factor that has
driven GM to try to boost its finan-
cial interest in Wuling is the fact
that engines in Wuling vehicles are
now being gradually replaced with
those provided by GM, in part to
meet tougher emission require-
ments in China, the GM officials
who spoke on condition of anonym-
ity said. Greater use of those small
engines would help GM push down
manufacturing costs and contribute
in making micro vehicles like Wul-
ing’s more profitable.
 —Ellen Zhu

contributed to this article.

Skeptics present another obstacle for GM
Politicians, analysts
doubt firm’s ability
to effect turnaround
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GM pursues talks to boost stake in Chinese auto venture

The effort by General Motors
Corp. to secure a federal bailout
faces an overlooked hurdle: skepti-
cal politicians, policy makers and in-
dustry analysts who don’t think the
world’s largest auto maker is capa-
ble of turning itself around.

“Detroit has had a lot of time to
understand what it takes to com-
pete. They wouldn’t stand up to the
labor-union bosses, and now

they’re facing the consequences,”
said Rep. Jeb Hensarling, a three-
term Texas congressman and chair-
man of a group of fiscally conserva-
tive Republicans. “We can’t be in
the business of picking winner and
losers. What’s next, the airlines?
What about Starbucks or all of the
other struggling small businesses
out there?”

Another Republican, Rep. Scott
Garrett of New Jersey, said that “the
real problem with this is that [a bail-
out] is not going to change the com-
pany, but simply to perpetuate the
same business practices that cre-
ated the problem in the first place.”

“You will be asking the average
middle-class taxpayer that doesn’t
have as rich of a benefit package to
subsidize buyouts,” Rep. Garrett
added. “There are a lot of jobs on the
line, but a bailout does not perma-
nently solve the situation. Who’s to
say we won’t be facing the same cri-
sis in 2009?”

Though some kind of financial as-
sistance has broad support among
Democrats, others said they would
reserve final judgment until they
see the conditions attached to more

aid for the auto makers. James Coo-
per, a fiscally conservative Demo-
crat representing Tennessee, raised
questions about the future of the
auto makers’ management teams.
He said Congress must take a
“tough love” approach and criti-
cized “management and boards of
companies that have shown arro-
gance since the 1950s that they
never needed to change in a funda-
mental way.”

GM maintains the company just
needs financing to get to 2010, when
UAW cost cuts kick in. GM Chief Ex-
ecutive Rick Wagoner says he won’t
resign despite questions about his
management and continues to rule
out bankruptcy as an untenable op-
tion. GM is burdened by high labor
costs, but skepticism about its man-
agement stems from the many blun-
ders it has made in recent years.
“The current management team at
GM must be replaced, even if GM se-
lects the lowest funding-level op-
tion off the menu we pre-
scribe,” wrote automotive
consultant Kenneth A.
Elias, with Maryann Keller
& Associates LLC, in a re-
cent letter to President-
elect Barack Obama.

Other voices are chim-
ing in that a managed bank-
ruptcy would be the best ap-
proach.

“It has been hamstrung
for years because it has
too much debt and it has
contracts that are uneconomic,”
Bill Ackman, manager of the Persh-
ing Square Capital Management LP
hedge fund in New York, said on
the Charlie Rose television show
that aired Tuesday night. “What
should happen is they should do a
prepackage bankruptcy. The eq-
uity holders have been largely
wiped out already.”

GM, Ford Motor Co. and
Chrysler LLC, owned by Cerberus
Capital Management LP, may be

moving closer to gaining federal
aid, but substantial obstacles re-
main. U.S. House Speaker Nancy
Pelosi, Democrat of California,
said Tuesday her party will craft
legislation that would give the in-
dustry “limited” assistance under
the recently enacted Troubled As-
set Relief Program.

Illinois Democratic Rep. Rahm
Emanuel, chief of staff to President-
elect Barack Obama, said in a televi-
sion interview Sunday that the U.S.
auto industry is “essential” to the
economy.

Still, the White House has sig-
naled its opposition, saying aid to
the industry wasn’t discussed dur-
ing the debate on the banking bail-
out. Congress may take up auto-
maker assistance when it returns
next week. David Cole, chairman of
the Center for Automotive Re-
search, says he is ideologically op-
posed to rescue packages like the
one the auto industry is desperate

for right now but that he
strongly supports it in this
case, and immediately, see-
ing no alternative.

“It’s the difference be-
tween life and death,”
says Mr. Cole, whose cen-
ter receives funding from
the auto industry. “Philo-
sophically, it’s not some-
thing that I like, but when
you look at it from a practi-
cal standpoint...the cost
of keeping them in the

game is substantially less than the
cost impact in the short term on
the economy.”

“Everything is so intertwined,
and the supply base is fairly weak,
so what that does, if you take a big
guy out, that really cascades
through the industry quickly,” he
said.

Others said that while the auto in-
dustry has been hurt by its own past
mistakes, the recent financial crisis
has exacerbated its problems. Mike

Jackson, chief executive of AutoNa-
tion Inc., blamed Wall Street for the
bankruptcy threat at auto makers.
He argued in an interview on CNBC
Tuesday that the auto companies
had done much to repair themselves—
improved quality, cut labor costs, ra-
tionalized production, improved
fuel economy—and would have
been in good shape if not for the
credit crisis. “These companies
have had structural challenges, they
made dramatic fundamental
changes, and now they’re in danger
of being swept away because of irre-
sponsible behavior on Wall Street,”
Mr. Jackson said. A bankrupt auto
maker, he added, won’t be able to
sell cars.

Auto makers aren’t restricting
their bailout efforts to the U.S. Aus-
tralia’s government is to inject an ex-
tra $2.3 billion into the ailing car in-
dustry to offset tariff cuts and a glo-
bal economic slowdown, Prime Min-
ister Kevin Rudd said on Monday. A
Œ40 billion ($51 billion) govern-
ment bailout package is under seri-
ous discussion in Europe. Analysts
generally peg job cutting in the U.S.
auto industry as costing at least
$1.5 billion in incentives per 10,000
manufacturing jobs that are cut.
That doesn’t include other costs re-
lated to facility closures and white-
collar buyouts.

Mr. Wagoner said Friday that the
U.S. auto makers can’t find funding
to complete the essential restructur-
ing efforts demanded of them. They
are also finding it hard to predict
just how much of the North Ameri-
can domestic auto industry needs to
go away.

In addition to watching the mar-
ket soften, GM, Ford and Chrysler
must cope with the additional strain
of having an increasingly slimmer
piece of the shrinking U.S auto mar-
ket. Through October, the three com-
panies had lost four percentage
points of market share, compared
with the same period in 2007, giving

domestic brands a 46% share, ac-
cording to Autodata Corp.

Much of Detroit’s restructuring
efforts in recent years has been fo-
cused on reducing the ranks of blue-
collar workers in order to deal with
lower sales. But now, as cash dries
up, the auto makers are eager to cut
salaried costs.

GM’s problems clearly demon-
strate this need. On Friday, the auto
maker said it will cut its 2009 capi-
tal-spending budget to $4.8 billion
from $7.2 billion, meaning it will
have far less need for thousands of
engineers currently on the payroll.
GM estimates 30% of its salaried
budget in North America needs to
be eliminated.

“We’re cutting to the bone,” GM
Chief Operating Officer Fritz Hend-
erson said.

GM isn’t alone. Chrysler and
Ford, along with thousands of U.S.
auto suppliers and dealers, will
need to downsize rapidly. And in De-
troit, where job cuts have become a
way of life, people are preparing for
the worst.

Source: the company

Wagoner’s woes
General Motors’ big losses are
presenting another worry for Chief
Executive Rick Wagoner. Annual net 
income or loss, in billions
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.80 $27.33 –0.14 –0.51%
Alcoa AA 20.10 10.94 –0.84 –7.13%
AmExpress AXP 18.80 22.40 –1.58 –6.59%
BankAm BAC 100.80 18.69 –0.79 –4.06%
Boeing BA 7.50 43.97 –2.17 –4.70%
Caterpillar CAT 12.40 36.87 –0.54 –1.44%
Chevron CVX 15.00 73.54 –0.80 –1.08%
Citigroup C 136.50 10.80 –0.41 –3.66%
CocaCola KO 13.00 44.44 –1.46 –3.18%
Disney DIS 22.40 21.78 –0.30 –1.36%
DuPont DD 7.60 28.76 –1.34 –4.45%
ExxonMobil XOM 39.40 72.65 –1.37 –1.85%
GenElec GE 101.00 17.81 –0.64 –3.47%
GenMotor GM 73.90 2.92 –0.44 –13.10%
HewlettPk HPQ 15.30 33.25 –0.92 –2.69%
HomeDpt HD 16.60 20.51 –0.23 –1.11%
Intel INTC 82.20 13.93 –0.42 –2.93%
IBM IBM 8.80 82.74 –1.13 –1.35%
JPMorgChas JPM 59.40 36.35 –0.06 –0.16%
JohnsJohns JNJ 13.70 59.55 –0.46 –0.77%
KftFoods KFT 9.60 28.04 –0.16 –0.57%
McDonalds MCD 8.80 56.29 –0.19 –0.34%
Merck MRK 10.80 27.55 –0.36 –1.29%
Microsoft MSFT 73.40 21.20 –0.10 –0.47%
Pfizer PFE 34.70 16.77 0.17 1.02%
ProctGamb PG 14.90 63.82 –1.13 –1.74%
3M MMM 6.20 62.38 –2.57 –3.96%
UnitedTech UTX 6.50 51.80 –0.39 –0.75%
Verizon VZ 17.90 29.72 –0.77 –2.53%
WalMart WMT 22.90 54.75 –0.43 –0.78%

Dow Jones Industrial Average P/E: 18
LAST: 8693.96 t 176.58, or 1.99%

YEAR TO DATE: t 4,570.86, or 34.5%

OVER 52 WEEKS t 4,613.13, or 34.7%

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

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

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  319 –26 –64 –12 Abbey Natl  73 7 6 –1

TUI AG 744 –23 –83 91 Seat Pagine Gialle  1313 8 47 –146

Rank Gp  629 –22 –91 –165 Aviva  148 8 22 –8

Grohe Hldg 982 –21 –66 –116 Pernod Ricard 560 10 –10 175

Nielsen 815 –21 5 36 Klepierre 570 12 6 226

Thomson 1415 –20 –205 444 Glencore Intl  1111 13 47 427

Cable & Wireless  402 –19 –10 7 Marks & Spencer 306 14 –5 –24

CIR SpA CIE Industriali Riunite 535 –19 –95 –246 Hammerson 743 20 10 200

Alliance Boots Hldgs  547 –17 –12 –143 HeidelbergCement 1244 22 178 521

Alstom 315 –15 –76 158 Hanson 836 77 185 303

Source: Markit Group

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

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

Vodafone Grp U.K. Mobile Telecom $103.2 1.15 6.19% –41.2% –11.0%

Tesco U.K. Food Retailers & Whlslrs 40.2 3.32 2.66 –31.2 7.1

GlaxoSmithKline U.K. Pharmaceuticals 107.5 12.20 1.04 0.3 –19.4

Sanofi-Aventis France Pharmaceuticals 78.7 47.70 0.65 –24.0 –30.5

Telefonica Spain Fixed Line Telecom 89.4 15.15 –0.33% –34.4 21.3

Intesa Sanpaolo Italy Banks $37.4 2.52 –16.86% –52.5 –37.5

UniCredit Italy Banks 31.1 1.86 –11.00 –66.6 –63.7

Deutsche Bk Germany Banks 18.1 27.20 –10.07 –68.0 –66.9

AXA France Full Line Insurance 38.3 14.78 –9.41 –46.4 –40.2

BHP Billiton U.K. General Mining 35.1 10.19 –9.26 –36.0 19.9

...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

Novartis 129.7 58.05 –0.85% –1.8% –18.0%
Switzerland (Pharmaceuticals)
Astrazeneca 61.3 27.36 –1.23 24.8 6.1
U.K. (Pharmaceuticals)
Roche Hldg Pt. Ct. 99.6 167.70 –1.35 –14.1 –13.3
Switzerland (Pharmaceuticals)
Koninklijke Philips 18.4 14.01 –2.13 –51.5 –39.3
Netherlands (Consumer Electronics)
Nestle 148.9 46.00 –2.29 –15.2 17.1
Switzerland (Food Products)
Deutsche Telekom 62.0 11.33 –2.58 –22.3 –21.4
Germany (Mobile Telecom)
British Amer Tob 51.8 16.60 –3.15 –4.8 24.9
U.K. (Tobacco)
Barclays 22.5 1.79 –3.24 –65.1 –69.5
U.K. (Banks)
Diageo 39.8 9.20 –3.36 –15.3 10.1
U.K. (Distillers & Vintners)
Unilever 40.0 18.62 –3.42 –22.2 –3.3
Netherlands (Food Products)
France Telecom 63.1 19.25 –3.63 –25.2 –8.8
France (Fixed Line Telecom)
GDF Suez 93.5 34.00 –3.77 –9.8 32.2
France (Multiutilities)
ArcelorMittal 32.4 17.80 –3.78 –63.7 ...
Luxembourg (Iron & Steel)
BP 159.1 4.99 –3.94 –14.4 –21.3
U.K. (Integrated Oil & Gas)
SAP 42.7 27.28 –4.40 –21.7 –25.0
Germany (Software)
Iberdrola 35.9 5.73 –4.50 –50.4 2.5
Spain (Conventional Electricity)
Royal Dutch Shell 88.4 19.88 –4.58 –27.9 –23.7
U.K. (Integrated Oil & Gas)
BASF 31.1 26.18 –4.77 –43.3 –15.1
Germany (Commodity Chemicals)
Assicurazioni Genli 33.9 19.16 –4.77 –38.9 –19.2
Italy (Full Line Insurance)
ENI 87.0 17.31 –5.05 –25.8 –24.2
Italy (Integrated Oil & Gas)

Total 120.0 40.35 –5.17% –25.4% –23.9%
France (Integrated Oil & Gas)
HSBC Hldgs 129.1 6.97 –5.30 –17.3 –24.8
U.K. (Banks)
E.ON 74.2 29.56 –5.35 –34.1 17.4
Germany (Multiutilities)
Royal Bk of Scot 14.7 0.58 –5.74 –85.0 –87.7
U.K. (Banks)
ING Groep 21.1 8.08 –6.16 –70.1 –70.1
Netherlands (Life Insurance)
Bayer 39.1 40.76 –6.23 –25.6 25.4
Germany (Specialty Chemicals)
Banco Santander 57.8 7.36 –7.07 –50.4 –30.9
Spain (Banks)
L.M. Ericsson Tel B 19.0 51.20 –7.25 –44.4 –61.7
Sweden (Telecom Equipment)
Anglo Amer 28.9 13.96 –7.30 –56.9 –24.0
U.K. (General Mining)
Credit Suisse Grp 33.6 35.10 –7.87 –48.4 –43.4
Switzerland (Banks)
Allianz SE 34.0 59.89 –8.14 –58.6 –50.0
Germany (Full Line Insurance)
Nokia 52.5 11.00 –8.18 –57.9 –24.8
Finland (Telecom Equipment)
Soc. Generale 31.8 42.91 –8.31 –55.5 –53.7
France (Banks)
BNP Paribas 55.2 48.29 –8.33 –33.3 –27.7
France (Banks)
UBS 39.7 16.00 –8.41 –66.5 –69.7
Switzerland (Banks)
Daimler 28.6 23.66 –8.44 –66.3 –44.9
Germany (Automobiles)
ABB 26.5 13.48 –8.49 –56.9 26.4
Switzerland (Industrial Machinery)
Rio Tinto 42.5 25.92 –8.86 –51.9 10.6
U.K. (General Mining)
Siemens 47.2 41.15 –8.92 –59.3 –35.4
Germany (Electronic Equipment)
Banco Bilbao Vizcaya 40.2 8.55 –8.95 –48.8 –42.5
Spain (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group
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Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Convertible Arbitrage 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 1.35 99.32% 0.01% 1.91 1.18 1.40

Eur. High Volatility: 10/1 2.96 96.77 0.02 4.06 2.16 2.91

Europe Crossover: 10/1 7.59 92.94 0.06 9.20 5.74 7.27

Asia ex-Japan IG: 10/1 3.19 95.01 0.02 6.63 1.99 3.48

Japan: 10/1 2.20 96.77 0.02 3.23 1.58 2.19

 Note: Data as of November 10

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

US: Bank revenues from equity capital markets

Behind every IPO, 
follow-on or 
convertible equity 
offering is one or 
more investment 
banks. At right, 
investment banks 
historical and year-
to-date revenues 
from global equity-
capital-market 
(ECM) deals

Source: Dealogic
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Global woes put a crimp
in Alba’s expansion plans

DUBAI—Aluminum Bahrain, or
Alba, which operates one of the Mid-
dle East’s biggest smelters, may de-
lay a big capacity expansion, the lat-
est sign of worry over the econom-
ics of some industrial and infrastruc-
ture projects in the region.

Mahmood Daylami, the compa-
ny’s deputy chief executive, told re-
porters in Dubai Tuesday that fear of

weakening demand for aluminum
amid a global economic slowdown
may delay the company’s expansion.
The company has plans to more than
double annual output by 2012.

“We have no intention to reduce
production, but we might not in-
crease it,” Mr. Daylami said.

The review at Alba comes as exec-
utives and government officials
across the oil-rich Persian Gulf are re-
evaluating some of their big projects.
On Monday, Ma’aden, a Saudi miner-
als company, said it was reviewing a
bauxite mining and aluminum

project it was developing with a divi-
sion of Rio Tinto, citing the “current
international financial climate.”

Gulf rulers are braced for lower
revenue because of falling oil prices.
At the same time, outside financing
amid today’s credit crunch is sud-
denly much tougher to pull off.

Financing for billions of dollars
in planned water and utilities
projects could also be threatened by
difficult financing markets, indus-
try executives say. Many govern-
ments have sought to spread the fi-
nancing burden for large projects to
international partners. Some power
and water projects can be as much
as 60% to 70% debt financed.

“Banksatthemomentarelikerab-
bits in the headlights,” Ranald Spi-
ers,Mideast executive director at In-
ternationalPowerGroupLtd.,there-
gion’s largest power developer, told
Zawya Dow Jones earlier this week.
“If you’re looking for financing in the
first quarter of 2009 then you’ve got
a sporting chance for it, but if you’re
looking before the end of this year,
there’s no chance,” he said.

Mitsubishi Rayon in deal
Helped by strong yen,
chemical firm agrees
to buy plastics maker

By Reem Shamseddine,
Stefania Bianchi and Oliver
Klaus

By Kenneth Maxwell

And Juro Osawa

TOKYO—Mitsubishi Rayon Co.
agreed to buy U.K. plastics maker Lu-
cite International Group Ltd., as
Japanese companies buoyed by the
strength of the yen chase assets
abroad even as their local economy
tracks the global slump.

The $1.6 billion price tag in-
cludes the assumption of Lucite
debt, estimated by company watch-
ers to be about $1 billion.

The Tokyo-based chemicals, plas-
tics and textiles supplier, which
makes products ranging from golf
club shafts to artificial suede, said
Lucite’s top shareholder, British pri-
vate-equity fund Charterhouse Cap-
ital Partners LLP, agreed to sell its
entire 82% stake to Mitsubishi
Rayon.

Facing a declining market at
home as the population shrinks, Jap-
anese companies have been increas-
ingly interested in expanding their
businesses overseas. So far this
year, they have spent $61 billion on
acquisitions abroad, the biggest
sum since records started in 1980,
according to data provider Thom-
son Reuters. Among the deals have
been some headline-grabbing in-
vestments, namely Mitsubishi UFJ
Financial Group Inc.’s $9 billion pur-
chase of 21% of Morgan Stanley, and
Takeda Pharmaceutical Co.’s $8.8
billion acquisition of U.S. biophar-
maceutical company Millennium
Pharmaceuticals Inc..

At a news conference Tuesday,
Mitsubishi Rayon President
Masanao Kambara described the
deal as “the opportunity of a de-
cade,” saying the yen’s strength was
“a factor” that made the timing of
the move astute.

Investors, however, concerned
about the amount of debt being
taken on, pushed down Mitsubishi
Rayon shares by 10% to 220 yen
($2.25), while the Nikkei 225 Stock
Average fell 3%.

Mitsubishi Rayon’s all-cash deal,
expected to close in January, is be-
ing funded by borrowings from Mit-
subishi UFJ Financial Group, which
is a shareholder in the chemicals
and plastics company.

In its quest to become the
world’s leading supplier of acrylic
plastics— used in the manufacture
of products such as mobile phones
and auto parts— Mitsubishi Rayon
is paying a price higher than its own
stock market capitalization of about
$1.32 billion.

Mr. Kambara said Mitsubishi Ray-
on’s debt-to-equity ratio will jump
from about 0.5 at the close of its fis-
cal year ended March 2008 to about
1.7 at the end of the current fiscal
year.

Closely held Lucite International
was created by the 1993 merger of
the acrylics businesses of chemicals
makers DuPont and ICI. Based in
Southampton, England, it employs
2,000 people world-wide. Lucite In-
ternational is one of the world’s
leading makers of acrylic-based
plastic products, such as Perspex.
 —Ayai Tomisawa contributed

to this article.
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Behind the cute characters and slogans, cereal

companies are serious about putting healthier

products on the table. One national brand turned

to Cargill to help convert their entire line of

products to whole grain, requiring that the change

not affect flavor or texture. Cargill developed

a process for putting whole grain corn into

their cereal while maintaining shelf life and

taste appeal. We accomplished it all within the

company’s challenging time frame. The successful

conversion means that Americans will eat an

additional 1.5 billion whole grain servings each

year. This is how Cargill works with customers.
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The quest for
healthier cereal
never ends.
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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.

3.53% 10 World -a % % 168.74 –3.58% –44.5% 5.40% 13 U.S. Select Dividend -b % % 594.96 –1.70% –32.5%

2.98% 12 Global Dow 1113.30 –2.75% –36.9% 1494.38 –4.11% –45.4% 4.43% 13 Infrastructure 1345.10 –0.96% –26.7% 1634.55 –1.52% –36.0%

4.69% 9 Stoxx 600 212.20 –3.98% –42.4% 198.80 –6.02% –50.5% 2.35% 8 Luxury 640.20 –2.06% –43.4% 691.77 –2.61% –50.6%

4.80% 9 Stoxx Large 200 231.50 –4.03% –41.6% 215.73 –6.07% –49.9% 2.36% 9 BRIC 50 271.60 –4.87% –49.8% 330.05 –5.41% –56.2%

3.93% 9 Stoxx Mid 200 179.90 –3.69% –45.1% 167.66 –5.74% –52.8% 7.36% 3 Africa 50 653.40 –1.36% –39.4% 528.63 –1.92% –47.1%

4.54% 8 Stoxx Small 200 110.60 –3.74% –48.3% 103.04 –5.79% –55.6% 10.03% 5 GCC % % 1547.33 –4.70% –40.8%

4.78% 8 Euro Stoxx 229.10 –4.77% –44.5% 214.71 –6.79% –52.3% 4.14% 9 Sustainability 714.60 –2.84% –37.2% 762.54 –4.20% –45.6%

4.88% 8 Euro Stoxx Large 200 246.80 –5.04% –44.5% 229.78 –7.06% –52.3% 2.80% 10 Islamic Market -a % % 1437.36 –3.27% –40.1%

4.10% 9 Euro Stoxx Mid 200 205.40 –3.30% –43.5% 191.20 –5.35% –51.4% 3.07% 10 Islamic Market 100 1555.10 –1.59% –25.1% 1682.07 –2.97% –35.2%

4.72% 8 Euro Stoxx Small 200 122.70 –3.73% –46.3% 114.10 –5.78% –53.9% 6.12% 5 Islamic Turkey -c 1894.40 –2.67% –36.7% % %

9.99% 5 Stoxx Select Dividend 30 1342.50 –2.80% –56.1% 1441.37 –4.87% –62.3% 2.74% 13 Wilshire 5000 % % 8971.03 –2.70% –40.0%

8.25% 5 Euro Stoxx Select Div 30 1413.30 –4.51% –55.7% 1523.27 –6.54% –61.9% % DJ-AIG Commodity 138.00 –1.63% –18.8% 125.72 –3.72% –30.2%

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

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

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

Australia 1.5327 2.3619 1.2940 0.1902 0.0556 0.2186 0.0157 0.3996 1.9207 0.2581 1.2706 ...

 Canada 1.2063 1.8589 1.0184 0.1497 0.0438 0.1721 0.0124 0.3145 1.5117 0.2031 ... 0.7871

 Denmark 5.9389 9.1518 5.0138 0.7371 0.2155 0.8472 0.0610 1.5482 7.4423 ... 4.9232 3.8748

 Euro 0.7980 1.2297 0.6737 0.0990 0.0290 0.1138 0.0082 0.2080 ... 0.1344 0.6615 0.5206

 Israel 3.8360 5.9112 3.2385 0.4761 0.1392 0.5472 0.0394 ... 4.8070 0.6459 3.1799 2.5028

 Japan 97.4000 150.0934 82.2288 12.0890 3.5347 13.8945 ... 25.3914 122.0568 16.4003 80.7428 63.5486

 Norway 7.0100 10.8023 5.9181 0.8701 0.2544 ... 0.0720 1.8274 8.7845 1.1803 5.8111 4.5736

 Russia 27.5554 42.4629 23.2633 3.4201 ... 3.9309 0.2829 7.1835 34.5310 4.6398 22.8429 17.9785

 Sweden 8.0569 12.4157 6.8019 ... 0.2924 1.1494 0.0827 2.1004 10.0965 1.3566 6.6790 5.2567

 Switzerland 1.1845 1.8253 ... 0.1470 0.0430 0.1690 0.0122 0.3088 1.4844 0.1994 0.9819 0.7728

 U.K. 0.6489 ... 0.5479 0.0805 0.0235 0.0926 0.0067 0.1692 0.8132 0.1093 0.5380 0.4234

 U.S. ... 1.5410 0.8442 0.1241 0.0363 0.1427 0.0103 0.2607 1.2531 0.1684 0.8290 0.6524

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 374.25 –9.25 –2.41% 799.25 258.50
Soybeans (cents/bu.) CBOT 916.00 –32.00 –3.38 1,649.00 799.50
Wheat (cents/bu.) CBOT 523.25 3.25 0.63% 1,284.25 430.00
Live cattle (cents/lb.) CME 92.800 –1.350 –1.43 117.650 87.950
Cocoa ($/ton) ICE-US 1,954 –3 –0.15 3,228 1,884
Coffee (cents/lb.) ICE-US 116.95 –0.55 –0.47 181.60 110.10
Sugar (cents/lb.) ICE-US 11.80 –0.20 –1.67 15.85 9.89
Cotton (cents/lb.) ICE-US 42.14 –2.62 –5.85 100.41 41.80
Crude palm oil (ringgit/ton) MDEX 1,586.00 –40 –2.46 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,300 10 0.78 1,706 979
Robusta coffee ($/ton) LIFFE 1,840 40 2.22 2,747 1,580

Copper (cents/lb.) COMEX 164.80 –10.40 –5.94 404.50 162.65
Gold ($/troy oz.) COMEX 732.80 –13.70 –1.84 1,048.00 437.00
Silver (cents/troy oz.) COMEX 980.50 –41.50 –4.06 2,155.00 601.00
Aluminum ($/ton) LME 1,960.00 –63.00 –3.11 3,340.00 1,928.00
Tin ($/ton) LME 14,300.00 –800.00 –5.30 25,450 11,200
Copper ($/ton) LME 3,710.00 –315.00 –7.83 8,811.00 3,708.00
Lead ($/ton) LME 1,280.00 –145.00 –10.18 3,532.00 1,160.00
Zinc ($/ton) LME 1,105.00 –35.00 –3.07 2,840.00 1,095.00
Nickel ($/ton) LME 11,190 –910 –7.52 33,755 9,000

Crude oil ($/bbl.) NYMEX 59.33 –3.08 –4.94 148.60 19.75
Heating oil ($/gal.) NYMEX 1.9290 –0.0766 –3.82 4.2935 1.9089
RBOB gasoline ($/gal.) NYMEX 1.3059 –0.0620 –4.53 3.5547 1.2900
Natural gas ($/mmBtu) NYMEX 6.851 –0.568 –7.66 14.546 0.117
Brent crude ($/bbl.) ICE-EU 57.75 –3.36 –5.50 150.25 56.98
Gas oil ($/ton) ICE-EU 607.00 –22.25 –3.54 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 11
Per In

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

Argentina peso-a 4.1370 0.2417 3.3013 0.3029

Brazil real 2.7873 0.3588 2.2243 0.4496
Canada dollar 1.5117 0.6615 1.2063 0.8290

1-mo. forward 1.5132 0.6608 1.2075 0.8281
3-mos. forward 1.5140 0.6605 1.2082 0.8277
6-mos. forward 1.5137 0.6606 1.2080 0.8278

Chile peso 808.66 0.001237 645.30 0.001550
Colombia peso 2895.40 0.0003454 2310.50 0.0004328
Ecuador US dollar-f 1.2531 0.7980 1 1
Mexico peso-a 16.2759 0.0614 12.9880 0.0770
Peru sol 3.8741 0.2581 3.0915 0.3235
Uruguay peso-e 29.386 0.0340 23.450 0.0426
U.S. dollar 1.2531 0.7980 1 1
Venezuela bolivar 2.69 0.371624 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9207 0.5206 1.5327 0.6525
China yuan 8.5530 0.1169 6.8252 0.1465
Hong Kong dollar 9.7120 0.1030 7.7501 0.1290
India rupee 60.0885 0.0166 47.9500 0.0209
Indonesia rupiah 13973 0.0000716 11150 0.0000897
Japan yen 122.06 0.008193 97.40 0.010267

1-mo. forward 122.00 0.008197 97.35 0.010272
3-mos. forward 121.76 0.008213 97.16 0.010292
6-mos. forward 121.42 0.008236 96.90 0.010320

Malaysia ringgit-c 4.4932 0.2226 3.5855 0.2789
New Zealand dollar 2.1901 0.4566 1.7476 0.5722
Pakistan rupee 100.252 0.0100 80.000 0.0125
Philippines peso 61.066 0.0164 48.730 0.0205
Singapore dollar 1.8881 0.5296 1.5067 0.6637
South Korea won 1667.94 0.0005995 1331.00 0.0007513
Taiwan dollar 41.188 0.02428 32.868 0.03043
Thailand baht 43.785 0.02284 34.940 0.02862

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

Euro zone euro 1 1 0.7980 1.2532
1-mo. forward 1.0018 0.9982 0.7995 1.2508
3-mos. forward 1.0038 0.9962 0.8010 1.2484
6-mos. forward 1.0058 0.9942 0.8027 1.2459

Czech Rep. koruna-b 25.421 0.0393 20.286 0.0493
Denmark krone 7.4423 0.1344 5.9389 0.1684
Hungary forint 269.36 0.003712 214.95 0.004652
Norway krone 8.7845 0.1138 7.0100 0.1427
Poland zloty 3.7969 0.2634 3.0299 0.3300
Russia ruble-d 34.531 0.02896 27.555 0.03629
Slovak Rep. koruna 30.4490 0.03284 24.2980 0.04116
Sweden krona 10.0965 0.0990 8.0569 0.1241
Switzerland franc 1.4844 0.6737 1.1845 0.8442

1-mo. forward 1.4839 0.6739 1.1842 0.8445
3-mos. forward 1.4820 0.6747 1.1827 0.8456
6-mos. forward 1.4791 0.6761 1.1803 0.8472

Turkey lira 2.0228 0.4944 1.6142 0.6195
U.K. pound 0.8132 1.2297 0.6489 1.5410

1-mo. forward 0.8144 1.2279 0.6499 1.5388
3-mos. forward 0.8159 1.2257 0.6511 1.5360
6-mos. forward 0.8176 1.2231 0.6524 1.5328

MIDDLE EAST/AFRICA
Bahrain dinar 0.4725 2.1166 0.3770 2.6524
Egypt pound-a 6.9237 0.1444 5.5250 0.1810
Israel shekel 4.8070 0.2080 3.8360 0.2607
Jordan dinar 0.8882 1.1259 0.7088 1.4109
Kuwait dinar 0.3388 2.9515 0.2704 3.6986
Lebanon pound 1882.86 0.0005311 1502.50 0.0006656
Saudi Arabia riyal 4.7001 0.2128 3.7506 0.2666
South Africa rand 12.9544 0.0772 10.3375 0.0967
United Arab dirham 4.6028 0.2173 3.6730 0.2723

SDR -f 0.8451 1.1833 0.6744 1.4829

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 600 212.17 –8.79 –3.98% –41.8% –42.4%

 9 DJ Stoxx 50 2209.28 –90.08 –3.92 –40.0% –40.5%

 8 Euro Zone DJ Euro Stoxx 229.14 –11.47 –4.77 –44.8% –44.5%

 9 DJ Euro Stoxx 50 2483.61 –142.23 –5.42 –43.6% –42.4%

 5 Austria ATX 1993.20 –78.38 –3.78 –55.8% –56.0%

 8 Belgium Bel-20 2133.24 –54.65 –2.50 –48.3% –47.9%

 7 Czech Republic PX 866.5 –37.1 –4.11 –52.3% –52.2%

 10 Denmark OMX Copenhagen 258.49 –11.09 –4.11 –42.4% –44.3%

 9 Finland OMX Helsinki 5926.73 –287.04 –4.62 –48.9% –50.1%

 8 France CAC-40 3336.41 –169.34 –4.83 –40.6% –39.8%

 11 Germany DAX 4761.58 –263.95 –5.25 –41.0% –38.8%

 … Hungary BUX 12216.28 –799.05 –6.14 –53.4% –54.0%

 2 Ireland ISEQ 2810.68 –42.77 –1.50 –59.5% –60.9%

 7 Italy S&P/MIB 20709 –1368 –6.20 –46.3% –46.1%

 4 Netherlands AEX 257.13 –10.00 –3.74 –50.1% –49.4%

 7 Norway All-Shares 288.13 –16.47 –5.41 –49.4% –49.5%

 17 Poland WIG 28819.98 Closed –48.2% –50.3%

 10 Portugal PSI 20 6603.91 –87.08 –1.30 –49.3% –49.9%

 … Russia RTSI 725.89 –86.69 –10.7% –68.3% –67.3%

 7 Spain IBEX 35 8911.9 –381.9 –4.11 –41.3% –43.6%

 15 Sweden OMX Stockholm 203.79 –10.55 –4.92 –42.1% –43.8%

 12 Switzerland SMI 5880.79 –209.83 –3.45 –30.7% –30.8%

 … Turkey ISE National 100 25889.18 –908.72 –3.39 –53.4% –52.7%

 8 U.K. FTSE 100 4246.69 –157.23 –3.57 –34.2% –33.3%

 10 ASIA-PACIFIC DJ Asia-Pacific 90.72 –2.91 –3.11 –42.6% –43.1%

 … Australia SPX/ASX 200 3960.9 –146.9 –3.58 –37.5% –39.2%

 … China CBN 600 14106.62 –162.36 –1.14 –66.0% –62.2%

 9 Hong Kong Hang Seng 14040.90 –703.73 –4.77 –49.5% –49.5%

 12 India Sensex 9839.69 –696.47 –6.61 –51.5% –48.3%

 … Japan Nikkei Stock Average 8809.30 –272.13 –3.00 –42.5% –41.8%

 … Singapore Straits Times 1806.96 –78.06 –4.14 –47.9% –47.6%

 11 South Korea Kospi 1128.73 –23.73 –2.06 –40.5% –41.6%

 11 AMERICAS DJ Americas 225.33 –5.59 –2.42 –40.2% –40.1%

 … Brazil Bovespa 37139.45 363.18 0.99% –41.9% –40.8%

 11 Mexico IPC 19846.42 –174.11 –0.87 –32.8% –31.8%

*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 10, 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* 232.89 0.44%–42.2% –45.5%

3.70% 11 World (Developed Markets) 940.75 0.16%–40.8% –44.1%

3.40% 12 World ex-EMU 110.51 –0.03%–38.9% –42.7%

3.50% 11 World ex-UK 938.49 0.13%–40.1% –43.2%

4.80% 9 EAFE 1,264.34 1.83%–43.9% –47.1%

4.20% 8 Emerging Markets (EM) 583.02 3.23%–53.2% –56.4%

5.30% 8 EUROPE 77.43 0.74%–39.2% –42.9%

5.80% 8 EMU 141.75 1.19%–49.3% –50.8%

5.20% 9 Europe ex-UK 84.42 1.01%–39.5% –42.2%

7.20% 7 Europe Value 86.19 0.32%–43.1% –47.7%

3.60% 10 Europe Growth 67.60 1.14%–35.3% –38.0%

5.00% 8 Europe Small Cap 118.00 1.23%–45.2% –51.9%

4.20% 5 EM Europe 210.38 2.66%–56.3% –55.7%

5.60% 7 UK 1,307.45 0.82%–31.9% –34.9%

5.30% 8 Nordic Countries 113.23 1.41%–45.1% –49.4%

3.20% 4 Russia 553.13 4.34%–63.2% –60.9%

4.90% 10 South Africa 541.47 4.92%–24.1% –29.6%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 255.00 2.96%–51.9% –56.5%

2.80% 11 Japan 569.35 4.32%–39.4% –44.7%

3.70% 8 China 38.49 7.84%–54.9% –62.6%

1.80% 11 India 406.48 5.59%–52.5% –49.8%

2.70% 8 Korea 320.75 1.18%–37.9% –42.6%

7.90% 8 Taiwan 179.09 –0.23%–46.4% –53.0%

2.80% 15 US BROAD MARKET 994.73 –1.48%–37.6% –41.0%

2.10% 28 US Small Cap 1,232.62 –2.44%–37.9% –42.7%

3.70% 8 EM LATIN AMERICA 2,179.70 1.88%–50.5% –52.8%

*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

26 WEDNESDAY, NOVEMBER 12, 2008 T H E WA L L ST R E ET JOU R NA L .



By Robin Sidel

And Jon Hilsenrath

American Express Co. won fast
approval to become a bank-holding
company, helping the credit-card gi-
ant gain access to a chunk of the
$700 billion in U.S. federal funds be-
ing pumped into financial compa-
nies.

The move shows how quickly fi-
nancial-services corporations that
have long relied on the capital mar-
kets are racing to shore up their fund-
ing sources as the credit crisis drags
on and economic turmoil spreads
around the world.

The specter of a steep recession
has fueled investor worries about
AmEx’s financial position, even
though its two bank units already
have access to the Federal Reserve’s
discount window. Last month, the
New York company said it could keep

itself going for at least a year if it
were shut out of the credit markets.

“Given the continued volatility in
the financial markets, we want to be
best positioned to take ad-
vantage of the various pro-
grams the federal govern-
ment has introduced or may
introduce to support U.S. fi-
nancial institutions,” Ken-
neth Chenault, AmEx chair-
man and chief executive,
said in a statement Monday
night.

“Everybody wants to be
a bank because everybody
wants access to govern-
ment funding,” said Craig
Maurer, an analyst at Ca-
lyon Securities, a unit of Credit Agri-
cole Group.

One person familiar with AmEx’s
strategy described the company’s
move as “common sense.” “How

could you possibly pass up the flexi-
bility to be able to access these pro-
grams in a highly uncertain and vola-
tile world?” this person said.

It isn’t clear if AmEx has
applied for taxpayer-
funded aid through the gov-
ernment’s Troubled Asset
Relief Program. One of its
bank units is regulated by
the federal Office of Thrift
Supervision. Some bankers
have complained that the
OTS hasn’t been processing
TARP applications quickly
enough.

An OTS spokesman said
the agency has “devoted sig-
nificant resources to pro-

cessing” the 120 to 130 requests it
has received. “Any institutions with
concerns should discuss those con-
cerns with us.”

In the order approving the regula-

tory change, the Fed described the
two bank units as “well capitalized.”
But the company is expected to
quickly turn to the Treasury Depart-
ment for an investment to bolster its
position.

Mr. Chenault said the decision
“does not fundamentally change”
the company’s “core focus on the
payments industry,” an indication
that AmEx isn’t interested in acquir-
ing a large commercial bank. If it
doesn’t buy a bank, AmEx could buy
deposits of failed institutions or
launch an Internet-only savings pro-
gram. That strategy usually attracts
money from customers who chase
the highest rates and don’t keep
their money in one place for long.

Normally it would take months to
win regulatory approval for such a
switch. The Fed waived its normal pro-
cedures to expedite AmEx’s applica-
tion, citing “unusual and exigent cir-

cumstances affecting the financial
markets.” Similar language was used
when it allowed Goldman Sachs
Group Inc. and Morgan Stanley to
convert from investment banks to
bank-holding companies in Septem-
ber.

Banks, thrifts and bank-holding
companies have a Nov. 14 deadline to
apply for a capital infusion from the
government. Fed officials are review-
ing bank-holding-company applica-
tions from a small number of other
firms, including GMAC LLC, the auto
and home lenderowned by General
Motors Corp. and Cerberus Capital
Management LP.

“Without this status, we do not
have access to these important
tools,” such as government capital,
said Toni Simonetti, a GMAC spokes-
woman.
 —Damian Paletta

contributed to this article.

American Express gains access to federal bailout fund

By Bobby White

Cisco Systems Inc., reacting to a
spike in video and data traffic on the
Internet, is introducing a new gener-
ation of hardware to help communi-
cations carriers cope with the flood.

The networking-equipment gi-
ant says its new hardware took four
years and $200 million to develop
and offers a sixfold leap in capacity
over existing products. The new
router, called the ASR 9000, is capa-
ble of moving 6.4 terabytes per sec-
ond of traffic, the equivalent of
250,000 digital songs or 200 feature-

length movies a second, Cisco says.
Routers help direct data to in-

tended destinations over computer
networks. Cisco’s models will com-
pete with products from such network-
ing companies as Juniper Networks
Inc. and Redback Networks, a subsid-
iary of Telefon AB L.M. Ericsson.

Cisco, of San Jose, Calif., says the
capacity increase is badly needed.
Data traffic has risen rapidly as carri-
ers serve up videos and other large
data files to personal computers and
cellphones—a problem expected to
grow more severe as high-definition
video becomes more commonplace.

Growth has occurred at such a
rate that plans for network capacity
often fall short, causing a scramble
among both fixed and mobile Inter-
net providers. Cisco projects a six-
fold jump in Internet traffic be-
tween 2007 and 2012, with online
video as the biggest driver of global
data communications.

“With the ASR we are attempt-
ing to future-proof the network,”
says Pankaj Patel, a Cisco senior
vice president.

Four years ago, the company in-
troduced the CSR-1, a router capa-
ble of handling heavy traffic on long-

haul networks—big data pipes be-
tween cities and countries. Cisco
was derided by industry insiders at
the time for offering such a massive
capacity increase. But the CSR-1 be-
came one of the company’s stron-
gest-performing products.

Cisco’s new router has a differ-
ent job. Instead of handling traffic
between cities, the ASR is an “edge”
router that carriers use to transfer
data traffic among local networks in
cities.

Georges Antoun, chief executive
of rival Redback Networks, says
Cisco may find it difficult to sell the

new router in the current economic
environment. He says Cisco already
has a suite of edge routers and ask-
ing its customers to replace them
with the new model just for more ca-
pacity may be a hard sell.

Cisco releases router as network traffic expands

Indian airlines confront a harsher reality
Source of opportunity
for the middle class
runs into turbulence

Source: MakeMyTrip
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Jet Airways employees  protest against cutbacks outside the airline's office in Mumbai, India, last month.

Kenneth
Chenault

Cisco’s new router, the ASR 9000.
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By Niraj Sheth

NEW DELHI—For years, India’s
dreams rose with its upstart airlines.
As the carriers hired young Indians
to be pilots and flight attendants, and
drove fares to rock-bottom prices,
they became symbols of the opportu-
nities springing up for the growing
middle class and of the country’s aspi-
rations to be a modern power.

Now, India is waking up to a new
reality. The combination of high fuel
costs and taxes and a slowing econ-
omy has hit the airline industry
hard. The financial crisis has cut car-
riers off from a lifeline of credit.
They are defaulting on payments
for fuel and falling behind in dues
owed to airports.

The industry, which has emerged
in the past five years after the gov-
ernment opened the market to pri-
vate carriers, is set to lose a record
$2 billion this year, analysts esti-
mate, second only in losses to the
U.S. industry.

Just a year ago, India had such a
shortage of pilots it was importing
them from abroad. Now, the same
airlines are cutting pilots’ salaries
and trying to lay them off.

Last month, Kingfisher Airlines
Ltd., the country’s second-largest
airline by passenger traffic after Jet
Airways Ltd., cut pay for trainee pi-

lots by 90%. For the quarter ended
Sept. 30, Kingfisher reported a loss
of $101.7 million, 90% wider than its
year-earlier loss.

Meanwhile, Jet Airways laid off
27 foreign pilots last week in an ef-
fort to cut costs. The airline had
tried to lay off 1,900 pilots and flight
staff last month but pulled back after
meeting heavy political resistance.

Vidur Datta was born in India but
moved to Australia at a young age,
where he earned his flying license at
the age of 22. A year ago, he decided
to return to India for the brighter ca-
reer prospects.

“The aviation industry here was
booming two years ago,” he says.
With fewer practice hours required
before flying, “I thought it’d be pretty
easy and I’d get a job straight away.”

Today, he is awaiting the results
of an Indian flying exam, and pass-
ing it will allow him to become a
commercial pilot in India. But the en-
vironment has shifted so much that
Mr. Datta, 24 years old, now thinks
staying in Australia might have
been a wiser choice.

“It would’ve taken a lot less ef-
fort to do flying over there and get
a job in Australia. I could be flying
for a commercial airline already,”
he said.

Aspiring flight attendants also
are having second thoughts.

“On the domestic front, there’s
definitely a slowdown in the number
of people who are taking flight-crew
[training],” said Samir Valia, market-
ing vice president at Frankfinn Insti-

tute of Air Hostess Training, which
trains more than 10,000 flight atten-
dants a year in India. With openings
at India’s airlines down, students
are now more seriously considering
jobs in the hospitality industry in-
stead, Mr. Valia says.

The fallout from the airline
slump has hit passengers, too. In re-
cent years, low-cost airlines
brought fares down to the price of
train tickets as they undercut each
other to encourage India’s emerg-
ing middle class to fly. The fare
war allowed millions to take their
first flight.

But after suffering heavy losses
quarter after quarter, the airlines
last year started raising prices, dou-
bling them on some routes. At the

same time, India’s inflation rate has
soared, driving up the cost of living.
In September, nearly 20% fewer Indi-
ans flew than a year earlier.

When Shalini Gunashekar’s fam-
ily of four took a trip last month
from New Delhi to Bangalore, they
expected to travel by air, as usual.
But with fares at around
$845—close to double what they
were last year—they opted to do the
1,600-kilometer trip the old-fash-
ioned way: by rail. They ended up
saving about $630.

“I never considered rail travel be-
fore,” said Ms. Gunashekar, 22. Air
travel “was quite exciting then, with
low-fare tickets. Now, I think, why
throw all that money away?”

Industry officials say air travel
will rebound. This month, state-
owned oil companies cut prices for
jet fuel more than 20%, while the
government has also removed some
of the taxes that made fuel costs
65% higher in India than in many
other countries.

The price cut should help the
airlines, which are spending
nearly 50% of their operating bud-
get on fuel, although there is no
guarantee the savings will be
passed on to consumers.

The industry also could be set
for another round of consolidation.
In the past year, the number of inde-
pendently-owned carriers has
shrunk to seven from 10.

“You can’t expect [economic]
growth at 8% to 9% and expect peo-
ple to travel by train,” said Aditya
Ghosh, president of IndiGo, a low-
cost Indian carrier owned by Inter-
Globe Enterprises Ltd. “It will have
to be air travel.”
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Investment banks feel hedge funds’ pain
As funds retrench or
go bust, they deprive
banks of revenues

Fees dry up in Middle East

www.efinancialnews.com

THE DECLINE IN the hedge-
fund industry will wipe out
tens of billions of dollars in

fees they pay to investment banks
next year.

The closure of hedge funds, with-
drawals by investors and deleverag-

ing in the hedge-fund industry,
which has gathered pace over the
past six weeks, has started to have an
impact on securities trading and
prime-brokerage revenues, the two
major areas where hedge funds pay
fees and commissions to banks.

Huw van Steenis, head of banks
and financials research in Europe at
Morgan Stanley, forecasts a 45% to
55% drop in investment banking reve-
nues from hedge fund business in
2009. That’s significantly worse
than the widely forecast figure of
30% of hedge funds closing. “This
would be such a sharp fall that it
would call for a major right sizing of
the business,” he said.

Hedge funds were among the
most important customers of invest-
ment banks, paying an estimated $61

billion in fees to banks, or 21% of to-
tal revenues at the peak, according
to estimates from Credit Suisse pub-
lished last year.

As hedge funds expanded their as-
sets to almost $2 trillion this year,
more investment banks added a
prime brokerage, which handles all
the details of financing hedge-fund
trades and looking after their assets.
Over the past year, those who were
weak in prime broking have in one
way or another added a big prime
brokerage. BNP Paribas SA bought
Bank of America Corp.’s prime bro-
kerage business, J.P. Morgan Chase
& Co. inherited Bear Stearns’s and
Barclays PLC investment bank Bar-
clays Capital took over Lehman
Brothers’.

But forecasts of future revenues
from hedge funds is expected to re-
verse into a rapid decline, across
both prime brokerage and sales and
trading. Morgan Stanley estimates
suggest hedge-fund assets will
shrink from $1.9 trillion in June to be-
tween $1.3 trillion and $1.4 trillion in
December and could fall as low as $1
trillion in 2009.

“Contract values, interest rates
and the value of assets are down,
the number of funds has fallen and
liquidity is less; when you’re run-
ning a prime brokerage business
that’s bad for making money,” said
Robert Sloan, managing partner of
financing specialist S3 Partners in
New York.

He added that prime brokers
would have to be doing a lot more vol-
ume or widening spreads just to keep
their heads above water. As a result,
analysts are forecasting that the de-
cline of the hedge-fund industry will
add to the pressure for staff cuts
across investment banks’ divisions,
not just at prime brokerages.

“While UBS, we estimate, will
start 2009 with staff only 4% above
2003, most other banks remain far
heavier. We think 2009 could be an-
other very painful year of adjust-
ment,” Mr. Van Steenis said.

The deleveraging process that
hedge funds are going through al-

ready has started to dent some
prime-brokerage businesses. UBS,
which expanded its prime-brokerage
business over the past five years,
said last week that revenues slowed
in the third quarter, partly as a result
of lower client balances.

Furthermore, analysts said even
those banks that added large num-
bers of prime-brokerage accounts in
September following the collapse of
Lehman Brothers are now unlikely to
enjoy the full benefits from the busi-
ness as gains are offset by lower le-
verage levels.

Richard Webley, a director in the
capital-markets practice of business-

and-technology consultants Detica
in New York said: “The recent years
of sustained growth and expansion
in prime brokerage will see a funda-
mental shift in 2009.”

“The concern is that the markets
have fallen so much and spreads are
based on notional values,” said Roy
Martins, head of international prime
services at Credit Suisse, which took
in 117 billion Swiss francs ($99.12 bil-
lion) in client assets in the third quar-
ter. “That’s a bigger concern than
deleveraging, which has affected cer-
tain funds more than others.”

But a more damaging, although
less visible, impact on investment-
banking revenues is expected to
come through reduced sales and trad-
ing commissions from hedge funds
as their assets shrink and they turn
over their portfolios less.

To compensate for the decline in
revenues from hedge funds, invest-
ment banks are steering their sales
forces toward long-only, institu-
tional fund managers which, before
the rise of hedge funds this decade,
were their bread and butter. But they
trade less and in lower margin, more
vanilla products.

David Martins Da Silva of BNP
Paribas said: “It is very easy for peo-
ple to write off hedge funds, but the
reality is that although they have
gone from being easily the most her-
alded accounts, they remain an im-
portant sophisticated-investor type
with a unique mandate.”

By Vivek Ahuja

Standard Chartered PLC has re-
cruited former Lehman Brothers Hold-
ings Inc. bankers for the third time
since the Wall Street bank’s collapse,
by hiring more than a dozen staff in
Brazil in a move that boosts the size of
its team in the country by half.

Standard Chartered, which em-
ploys 28 people in its Brazilian rep-
resentative office, said in a state-
ment it will hire 14 former Lehman
Brothers staff and also acquire
some fixed assets from the U.S. bank
by the end of this month.

The emerging-markets-focused
bank is acquiring the Brazilian Leh-
man team and the assets that didn’t
become part of Banking & Trading
Group, the investment boutique set
up earlier this year by former UBS
banker André Esteves. Last month,

the bank struck a deal with adminis-
trators to take over Lehman Broth-
ers’ Brazilian operations.

Standard Chartered, which
showed interest in acquiring parts of
Lehman Brothers before most of the
bank’s Asian and European businesses
were bought by Japan’s Nomura Hold-
ings Inc. and its U.S. arm was taken
over by Barclays PLC, said the latest
deal will help support its clients in
Asia, Africa and the Middle East.

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

By Matt Turner

Investment banking revenues in
the Middle East are down more than
40% so far in 2008, compared to the
year before, with the number of eq-
uity-capital-market, fixed-income
and merger-and-acquisition deals
tailing off dramatically through the
past three months, according to
data provider Dealogic.

Revenue sank to a two-year low
in October.

The figures follow a year of bulk-
ing up in the region by top-tier in-
vestment banks, as U.S. and U.K.-do-
miciled lenders looked to capitalize
on its oil-driven growth.

Revenue from debt-capital mar-
kets, equity-capital markets, loans

and M&A for the year to date stands
at $704 million, down from $1.2 bil-
lion a year ago. The volumes of eq-
uity and debt deals each fell to one-
year lows in October, while M&A vol-
ume was the lowest since February.

HSBC Holdings PLC leads the in-
vestment banking revenue rankings
with $54 million in fees for the year
to date, followed by National Bank
of Kuwait, Morgan Stanley, J.P.
Morgan Chase & Co. and Citigroup
Inc. The United Arab Emirates was
the most fertile ground for revenue,
generating $294 million in fees, fol-
lowed by Qatar, Saudi Arabia and
Kuwait. The finance sector pro-
vided almost half of all investment
banking revenue, with $331 million
in fees.

Prime numbers
Hedge funds assets, in trillions
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*Best-case scenarios forecast  $1.48 trillion in
assets at the end of 2008 and $1.66 trillion in 2009

By Renée Schultes, David
Walker and Radi Khasawneh

More ex-Lehman hires in Brazil
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InterContinental Hotels

InterContinental Hotels Group
PLC Tuesday posted a 2.8% drop in
third-quarter net profit and warned
that there was a sharp downturn in
revenue at its hotels in October. Net
profit fell to $91 million from $127
million a year earlier, when asset
sales flattered the bottom line. Oper-
ating profit from continuing opera-
tions was up 14% to $150 million, said
the operator of Holiday Inn and
Crowne Plaza hotels, while sales rose
7.3% to $486 million from $453 mil-
lion. InterContinental, the world’s
largest hotel operator by number of
rooms, said that revenue per avail-
able room—a key performance indi-
cator for the industry—rose 1.6% in
the third quarter. This is a slowdown
from a 4% rise in the first half and the
company said that there had been a
deterioration in October.

Aer Lingus PLC

Forecast for narrower loss
follows lower fuel prices

Aer Lingus PLC gave slightly
more optimistic guidance for the
year amid lower fuel prices. The Irish
airline forecast a 2008 operating
loss of close to Œ20 million ($25.5 mil-
lion), compared with its previously
forecast range of between Œ20 mil-
lion and Œ30 million. It also expects
an operating loss in 2009. Aer Lingus
is seeking Œ74 million in cost cuts by
freezing management pay and out-
sourcing about 1,500 of its approxi-
mately 4,000 jobs. The airline’s reve-
nue increased 8.5% during the first
nine months of 2008, compared with
the same period in 2007. Flown pas-
senger numbers rose 9.7% to 7.7 mil-
lion. Average passenger revenue fell
1.1%. Aer Lingus said a new Irish tax
of Œ10 per departing air passenger is
likely to have a Œ30 million impact on
the airline’s bottom line.

Bertelsmann AG

German media giant Bertels-
mann AG Tuesday reported a sharp
rise in net profit for the first nine
months of the year, compared with a
year-earlier figure that was hit by sev-
eral charges. But the company cut its
2008 operating-profit target. Net
profit for the period surged to Œ285
million ($363 million) from Œ10 mil-
lion a year earlier, even though reve-
nue fell 0.7% to Œ11.38 billion. In 2007,
the bottom line was reduced by the
settlement of copyright claims that
arose from Bertelsmann’s backing of
file-sharing service Napster, a write-
down on RTL Group’s U.K. operations
and a cartel fine for the broadcaster’s
German division. Closely held Bertels-
mann owns 90% of RTL Group. Be-
cause of the subdued economic out-
look, the company said it now ex-
pects full-year earnings before inter-
est, taxes and special items to be 5%
to 10% lower than in 2007.

GLOBAL BUSINESS BRIEFS

Liz Claiborne Inc.

Liz Claiborne Inc. swung to a
third-quarter net loss, reflecting re-
structuring charges and a decline in
sales. Sales fell 16% to $1.01 billion as
consumers have pulled back on discre-
tionary spending. In addition, a strate-
gic review at the company has re-
sulted in the sale of eight brands, in-
cluding Ellen Tracy and Prana. The
company reported a net loss of $68.7
million, or 73 cents a share, compared
with net income of $33.1 million, or
33 cents a share, a year earlier. Exclud-
ing restructuring-related charges in
the third quarter and year-earlier pe-
riod and other special items, the com-
pany said earnings from continuing
operations fell to 39 cents from 60
cents. For the full year, Liz Claiborne
narrowed its earnings target of $1.02
to $1.07 a share from a revised Octo-
ber forecast of $1 to $1.10 a share.

CORPORATE
NEWS

RWE AG

RWE AG, Germany’s largest
power producer by output, said
third-quarter net profit almost quin-
tupled, driven mainly by its German
power-generation business and the
absence of a tax charge that hurt
year-earlier results. Despite the
good results, the Essen-based com-
pany said it still expects full-year
net profit to be slightly lower than
last year. But it reassured investors
it plans to lift the dividend-payout
ratio for the current year to be-
tween 70% and 80% of recurrent net
profit from a previous ration of 50%
to 60%. Net profit in the third quar-
ter rose to Œ1.06 billion ($1.35 bil-
lion) from Œ202 million a year ear-
lier. Sales jumped 16% to Œ9.47 bil-
lion, thanks to higher electricity
prices and rising power- and gas-
sales volumes.

Circuit City Stores Inc.

Samsung Electronics Co. and
LG Electronics Inc. said their bills
receivable from Circuit City
Stores Inc., which has filed for
bankruptcy protection in the U.S.,
are all insured and thus won’t
likely lead to any losses. LG to-
gether with its U.S. unit Zenith
Electronics Corp. has $41.1 mil-
lion in receivables. Samsung
spokesman James Chung said that
although Samsung will continue
to ship goods to Circuit City, it will
engage in additional talks to judge
if the retailer can continue its busi-
ness. Samsung is Circuit City’s sec-
ond largest unsecured creditor fol-
lowing Hewlett-Packard Co. Cir-
cuit City owes Samsung nearly
$116 million. Japan’s Sony Corp.
said it is aware that the company’s
name is on the list of creditors
filed with the court but declined
to comment further.

Tiscali SpA

Broadband operator Tiscali
SpA said Tuesday the chief execu-
tive of its Italian unit has stepped
down. Mario Mariani, who had
been CEO of Tiscali Italia since
June 2006, resigned to pursue
other activities, the Sardinia-
based company said. Tiscali CEO
Mario Rosso will take over Mr.
Mariani’s position at Tiscali Italia
together with the Italian unit’s fi-
nance chief, Luca Scano. Tiscali
has been trying to sell its opera-
tions in the United Kingdom and It-
aly and recently said it is in talks
with British Sky Broadcasting
Group PLC about the U.K. assets.
Tiscali shares rose after the an-
nouncement of Mr. Mariani's resig-
nation but eventually closed down
6.8% at Œ0.78 in an overall negative
Milan market.

Volvo AB
Swedish truck-and-bus maker

Volvo AB says it will lay off 1,000 staff
at its power-train unit in Sweden and
North America. A Volvo spokesman
said the layoffs would affect 900 per-
manent workers in Sweden and 100 in
North America. He said Tuesday a
large number of consultants and oth-
ers on temporary contracts will also
receive layoff notices. Truck demand
in Western Europe and the U.S. is
shrinking after several years of strong
growth. Among other things, Volvo
Powertrain makes engines and gear
boxes for trucks. The Volvo group has
announced layoffs of 1,400 workers at
truck plants in Belgium and Sweden
and 1,350 workers at its construction
unit. It has more than 100,000 employ-
ees world-wide, including its subsid-
iaries Renault Trucks, Mack Trucks
and Nissan Diesel.

VT Group PLC
VT Group PLC Tuesday posted

flat net profit for its fiscal first half
and recorded a 13% rise in underlying
pretax profit. Its chief executive said
he had seen no impact on the busi-
ness from the global economic slow-
down. “We think we can grow the
business over the next year or two,”
said Paul Lester, chief executive of
the defense and support-services
company. The company said the ser-
vices businesses’ order book stood at
£4.6 billion ($7.18 billion), an increase
of more than 70% from the same pe-
riod in 2007. Underlying pretax profit
for the six-month period to Sept. 30
rose to £48 million. Net profit rose to
£28.4 billion, from £28.2 billion the
year before. The company said reve-
nue excluding joint ventures rose 9%
to £538.4 million from £496.2 million
in the same period a year ago.

Alitalia SpA

Alitalia SpA on Tuesday canceled
dozens of flights for the second day
in a row as some of the Italian flag
carrier’s cabin crew staged a 24-hour
wildcat strike. Hundreds of Alitalia
pilots and flight attendants are pro-
testing a relaunch plan by investor
consortium Cia. Aerea Italiana. CAI
last month offered to purchase Alita-
lia’s core assets for Œ275 million
($350 million), and plans to merge
them with smaller Italian carrier Air
One SpA. Four of Italy’s main labor
unions have signed up with CAI, but
many cabin-crew members still op-
pose the plan, demanding to reopen
contract talks. The Italian govern-
ment on Monday ordered the strik-
ing Alitalia employees to return to
work, warning that those refusing
faced criminal charges for disrupt-
ing a public service.

By Christopher Hinton

Tyco International Ltd. on Tues-
day offered a fiscal first-quarter out-
look that reflects delayed customer
projects because of the credit-mar-
kets crisis and an unfavorable cur-
rency-exchange rate caused by the
stronger dollar.

For the December quarter, the
Bermuda-based maker of safety, in-
dustrial and construction products
said it expects earnings from con-
tinuing operations to be in the
range of 46 cents to 49 cents a
share, excluding one-time items.

The range falls significantly be-
low the Wall Street consensus of 63
cents a share, according to FactSet
Research. Last year, the company re-
ported earnings of 73 cents a share.

“While this estimate may be too
harsh, we think it’s prudent to be
conservative in this environment,”
Chief Executive Edward Breen said
after the earnings report.

Tyco shares were off 13%, or
$3.36, at $21.98 in late trading on
the New York Stock Exchange. The
stock has been pummeled this year,
losing more than 45% of its value
since January.

A weaker exchange rate and
higher corporate expenses are ex-
pected to bite off 12 cents a share in
the first quarter, while delayed wa-
ter projects in Australia will make
for a tough year-to-year compari-
son, Tyco said.

For the whole year, currency
rates could pull down earnings by
38 cents a share, while a decline in
Tyco’s electric- and metal-products
unit could reduce 2009 earnings by
35 cents a share.

Tyco forecast 2009 earnings in
the range of $2.20 to $2.50 a share,
while analysts were looking for earn-
ings of $2.87 a share, on average. Or-
ganic revenue is expected to be flat
to down 4%.

For the recent, fiscal fourth quar-
ter, Tyco said its net income more
than doubled to $434 million, or 91
cents a share, from $181 million or
36 cents a share a year earlier.

Tyco’s outlook
dims as projects
encounter delays

—Compiled from staff
and wire service reports.

The troubled U.S. home-building
industry keeps getting worse. Toll
Brothers Inc. Tuesday reported
that traffic and sales hit record lows
last month, as the financial melt-
down spooked already tepid buyers
and caused a wave of cancellations
on new-home orders.

“Unfortunately, the preliminary
signs of stability we had discussed
in early September…were upended
by the past month’s financial crisis,”
said Chairman and Chief Executive
Robert Toll.

Home-building revenue dropped
to $691 million in the quarter ended
Oct. 31, from $1.17 billion. Net
signed contracts dropped 27%. Can-
cellations amounted to about 30%
of current-quarter contracts.

The grim outlook is likely to bol-
ster the industry’s lobbying cam-
paign on Capitol Hill, where builders
are asking Congress for a series of ro-
bust—and potentially costly—mea-
sures to stimulate home buying.

U.S. homebuilder
reports declines
in traffic, sales

Finmeccanica SpA

Italian aerospace and defense
company Finmeccanica SpA said
its Œ1.22 billion ($1.55 billion) capi-
tal increase was 98.3% subscribed
at the close of the subscription pe-
riod on Friday. The remaining 1.7%
represent a total of 2.67 million
new Finmeccanica shares, valued
at about Œ21.3 million, the com-
pany said. “The result of the capi-
tal increase allows us to maintain
our financial solidity and strong
balance sheet and to continue
with our industrial and commer-
cial strategy,” Finmeccanica Chief
Executive Pier Francesco Guargua-
glini said. The capital increase is
part of Finmeccanica’s fund rais-
ing for the Œ3.4 billion acquisition
of U.S. defense company DRS Tech-
nologies, which closed in October.
Other sources of financing include
a partial listing of Finmeccanica’s
energy unit Ansaldo Energia, ex-
pected to take place next year.

GlaxoSmithKline PLC

GlaxoSmithKline PLC said Tues-
day it plans to close a manufactur-
ing plant in Dartford, England, by
2013 as part of a cost-saving pro-
gram announced in October 2007.
The closure will result in the loss of
about 620 jobs. The plant makes
older products such as epilepsy
drug Lamictal, which has faced new
competition from low-cost gener-
ics, and herpes treatment Valtrex,
due to lose patent protection in
2009. Last year, Glaxo said it would
cut an undisclosed number of jobs
as part of a plan to save £700 million
($1.09 billion) a year by 2010. In ad-
dition to a reduction of 1,200 re-
search and development staff an-
nounced earlier this year, last week
GlaxoSmithKline said it is cutting
1,000 sales jobs in the U.S. and con-
solidating main-office operations at
its North Carolina facilities.

Nokia Siemens Networks

Telecom-equipment maker
Nokia Siemens Networks revealed
more details of its job-cutting plans
in Finland and Germany as it enters
the final stage of a restructuring
plan aimed at achieving Œ2 billion
($2.54 billion) in annual cost sav-
ings by the end of 2009. NSN, the
joint venture between Nokia Corp.
and Siemens AG, said it plans to cut
some 750 jobs in Finland, a move
that brings total reductions through
restructuring to nearly 1,300. It said
at the end of its synergy-related
headcount restructuring, it expects
to have some 7,000 workers in Fin-
land. NSN has already reached
agreement with employee represen-
tatives regarding the reduction of
some 2,300 workers in Germany.
NSN said it has achieved reductions
of some 6,000 workers so far.

SMIC

Shares of Semiconductor Manu-
facturing International Corp.
jumped 29% after the company an-
nounced plans to sell a 16.6% stake to
Datang Telecom Technology & Indus-
try Holdings Co. Though analysts said
the $171.8 million deal will give SMIC
exposure to China’s nascent third-
generation mobile market, they said
the tie-up won’t likely reverse its un-
profitable trend in the coming quar-
ters, due to weak demand and intense
competition in its memory-chips seg-
ment. SMIC rose to 20 Hong Kong
cents, or about three U.S. cents. SMIC,
China’s largest chip foundry by capac-
ity, plans to issue 3.7 billion new
shares to Datang Telecom at 36 cents
each. Datang Telecom is a unit of Da-
tang Telecom Technology & Indus-
try Group.

Virgin Media Inc.

U.K. television and telephony
company Virgin Media Inc. Tuesday
said it plans to reduce its work force
by 2,200 people, or about 15%, by
2012 as part of a restructuring pro-
gram. “The implications of the pro-
posals for specific departments or
locations are still to be finalized,”
Virgin Media said in a statement,
adding that it will be talking with
employee representatives about the
proposed cuts. The company said it
expects the majority of the changes
will be implemented between the
fourth quarter of 2009 and the end
of 2010, depending on internal con-
sultation. Earlier this month, Virgin
Media said it had agreed on new
terms with its senior debt holders to
delay for three years repayments on
its £4.3 billion ($6.7 billion) debt.
Virgin Media is listed on the Nas-
daq, but operates solely in the U.K.
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KBL Key America USD US EQ LUX 11/07 USD 339.52 –43.8 –44.2 –19.3
KBL Key East Europe EU EQ LUX 11/07 EUR 1417.11 –58.3 –58.4 –27.7
KBL Key Eur Sm Cie EU EQ LUX 11/07 EUR 719.67 –47.5 –51.8 –26.5
KBL Key Europe EU EQ LUX 11/07 EUR 541.66 –38.7 –41.2 –20.8
KBL Key Far East AS EQ LUX 11/07 USD 877.34 –54.1 –57.6 –19.8
KBL Key Major Em Mkts GL EQ LUX 11/07 USD 354.77 –61.8 –62.3 –20.7
KBL Key NaturalRes EUR OT EQ LUX 11/07 EUR 363.28 –41.6 –43.8 NS
KBL Key NaturalRes USD OT EQ LUX 11/07 USD 353.34 –48.8 –51.0 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 11/10 USD 52.79 –66.8 –67.5 –34.9
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 11/10 EUR 30.61 –58.1 –62.6 –28.3
MP-TURKEY.SI OT OT SVN 11/10 EUR 21.52 –57.8 –56.8 –28.2

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 11/10 EUR 3.33 –62.9 –63.5 NS
Parex Eastern Europ Bd EU BD LVA 11/10 USD 9.38 –31.4 –31.4 –14.3
Parex Russian Eq EE EQ LVA 11/10 USD 10.73 –66.2 –65.0 –27.7
Parex Ukrainian Eq EU EQ LVA 11/10 EUR 2.44 –76.2 –75.6 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 11/11 USD 107.54 –54.4 –57.2 –17.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/11 USD 103.34 –54.9 –57.6 –18.6
PF (LUX)-Biotech-Pca OT EQ LUX 11/10 USD 291.79 –12.3 –15.7 0.6
PF (LUX)-CHF Liq-Pca CH MM LUX 11/10 CHF 123.84 1.5 1.8 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/10 CHF 95.59 1.5 1.8 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/10 EUR 127.38 –42.7 –42.9 –21.8
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/10 USD 75.61 –44.7 –43.6 –15.0
PF (LUX)-East Eu-Pca EU EQ LUX 11/10 EUR 185.69 –63.9 –62.7 –31.3
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 11/11 USD 92.50 –59.9 –61.8 –22.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/11 USD 309.41 –57.8 –59.2 –21.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/10 EUR 85.57 –37.3 –37.8 –19.2
PF (LUX)-EUR Bds-Pca EU BD LUX 11/10 EUR 370.44 2.5 0.7 –0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/10 EUR 290.91 2.5 0.7 –0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/10 EUR 123.91 –5.5 –6.8 –3.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/10 EUR 90.33 –5.5 –6.8 –3.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/10 EUR 97.95 –31.6 –33.2 –18.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/10 EUR 63.35 –31.6 –33.2 –18.4
PF (LUX)-EUR Liq-Pca EU MM LUX 11/10 EUR 134.04 3.2 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/10 EUR 100.13 3.2 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/10 EUR 337.89 –44.6 –45.7 –24.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/10 EUR 113.48 –38.4 –39.7 –22.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/10 USD 174.97 –12.8 –12.3 –3.2
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/10 USD 124.75 –12.8 –12.3 –3.2
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 11/10 USD 12.93 –46.8 –45.5 –23.7
PF (LUX)-Gr China-Pca AS EQ LUX 11/11 USD 204.37 –52.2 –54.5 –9.8
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/10 USD 217.80 –58.9 –56.3 –14.9
PF (LUX)-Jap Index-Pca JP EQ LUX 11/11 JPY 8467.18 –40.4 –40.9 –24.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/11 JPY 7693.18 –42.6 –45.0 –29.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/11 JPY 7515.89 –42.9 –45.4 –29.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/11 JPY 4098.38 –40.5 –42.3 –28.4
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 11/10 CHF 706.77 –16.8 –17.2 –8.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/10 EUR 47.83 –37.8 –38.0 –20.8
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/10 USD 32.09 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/10 USD 71.51 –35.9 –36.9 –15.8
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/10 EUR 363.14 –41.2 –44.6 –21.2
PF (LUX)-US Eq-Ica US EQ LUX 11/10 USD 81.23 –36.9 –35.7 –16.4
PF (LUX)-USA Index-Pca US EQ LUX 11/10 USD 73.56 –36.6 –35.8 –17.3
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/10 USD 492.46 4.3 5.4 5.3

PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/10 USD 372.07 4.3 5.4 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 11/10 EUR 114.93 –26.4 –25.3 –11.7
PF (LUX)-WldGovBds-Pca GL BD LUX 11/10 USD 148.79 1.1 0.2 4.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/10 USD 125.92 1.1 0.2 4.6
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 11/10 USD 49.40 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 11/10 USD 7.99 –44.8 –45.3 –22.3
Japan Fund USD JP EQ IRL 11/11 USD 13.01 –22.7 –25.1 –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 11/10 EUR 620.04 –37.0 –37.0 NS
Core Eurozone Eq B EU EQ IRL 11/10 EUR 704.66 NS NS NS
Euro Fixed Income A EU BD IRL 11/10 EUR 1138.35 –8.8 –10.3 –6.1
Euro Fixed Income B EU BD IRL 11/10 EUR 1206.98 –8.4 –9.8 –5.6
Euro Small Cap A EU EQ IRL 11/10 EUR 977.40 –44.5 –47.9 –27.8
Euro Small Cap B EU EQ IRL 11/10 EUR 1039.85 –44.2 –47.6 –27.4
Eurozone Agg Eq A EU EQ IRL 11/10 EUR 544.89 –43.1 –43.3 NS
Eurozone Agg Eq B EU EQ IRL 11/10 EUR 777.79 –42.8 –43.0 –22.4
Glbl Bd (EuroHdg) A GL BD IRL 11/10 EUR 1201.40 –7.1 –7.3 –3.5
Glbl Bd (EuroHdg) B GL BD IRL 11/10 EUR 1266.53 –6.5 –6.6 –2.9
Glbl Bd A EU BD IRL 11/10 EUR 1031.16 2.3 1.7 –2.3
Glbl Bd B EU BD IRL 11/10 EUR 1090.33 2.8 2.3 –1.7
Glbl Real Estate A OT EQ IRL 11/10 USD 685.89 –46.0 –49.4 –26.8
Glbl Real Estate B OT EQ IRL 11/10 USD 702.30 –45.8 –49.1 –26.4
Glbl Real Estate EH-A OT EQ IRL 11/10 EUR 655.91 –44.1 –47.0 –27.5
Glbl Real Estate SH-B OT EQ IRL 11/10 GBP 62.34 –43.2 –45.9 –26.1
Glbl Strategic Yield A EU BD IRL 11/10 EUR 1187.85 –20.5 –21.0 –9.8
Glbl Strategic Yield B EU BD IRL 11/07 EUR 1255.29 –20.5 –21.3 –9.4
Japan Equity A JP EQ IRL 11/10 JPY 10976.00 –41.0 –42.5 –25.7
Japan Equity B JP EQ IRL 11/10 JPY 11619.00 –40.7 –42.2 –25.3
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/10 USD 1340.61 –49.3 –51.3 –16.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/10 USD 1420.73 –49.1 –51.0 –15.9
Pan European Eq A EU EQ IRL 11/10 EUR 800.44 –41.1 –41.6 –22.7
Pan European Eq B EU EQ IRL 11/10 EUR 847.52 –40.9 –41.3 –22.2
US Equity A US EQ IRL 11/10 USD 684.01 –41.0 –40.2 –18.4
US Equity B US EQ IRL 11/10 USD 727.38 –40.7 –39.8 –17.9
US Small Cap A US EQ IRL 11/10 USD 1005.06 –41.5 –42.1 –20.7
US Small Cap B US EQ IRL 11/10 USD 1069.44 –41.2 –41.7 –20.3

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 11/10 SEK 66.61 –42.9 –43.6 –24.4
Choice Japan Fd JP EQ LUX 11/10 JPY 48.15 –39.1 –40.2 –25.8
Choice Jpn Chance/Risk JP EQ LUX 11/11 JPY 47.20 –47.3 –48.1 –27.4
Choice NthAmChance/Risk US EQ LUX 11/10 USD 3.05 –41.6 –39.6 –19.6
Europe 2 Fd EU EQ LUX 11/11 EUR 0.77 –46.9 –47.7 –25.5
Europe 3 Fd EU EQ LUX 11/11 GBP 2.77 –41.2 –39.0 –17.7
Global Chance/Risk Fd GL EQ LUX 11/11 EUR 0.53 –32.6 –33.8 –18.6
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 11/11 EUR 0.11 –43.8 –44.3 –19.1

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 11/11 EUR 10.92 6.9 8.2 NS
Currency Alpha EUR -RC- OT OT LUX 11/11 EUR 10.88 6.5 7.7 NS
Currency Alpha SEK -ID- OT OT LUX 11/11 SEK 105.89 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/11 SEK 109.14 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 11/11 EUR 56.85 –42.5 NS NS
Nordic Focus NOK NO EQ LUX 11/11 NOK 62.03 NS NS NS
Nordic Focus SEK NO EQ LUX 11/11 SEK 60.74 –39.0 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 11/11 USD 0.76 –53.2 –55.3 –18.9
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 11/11 SEK 12.64 1.2 1.8 1.7
Medical Fd OT EQ LUX 11/10 USD 2.93 –24.0 –21.7 –8.5
Short Medium Bd Fd SEK NO MM LUX 11/11 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 11/11 EUR 1.27 1.5 1.8 2.2
Short Bond Fd SEK NO MM LUX 11/11 SEK 21.41 2.1 2.5 2.7
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 11/11 SEK 9.99 –2.2 –2.2 –0.5
Alpha Bond Fd SEK -B- NO BD LUX 11/11 SEK 8.96 –2.2 –2.2 –0.5
Alpha Bond Fd SEK -C- NO BD LUX 11/11 SEK 25.02 –2.3 –2.3 –0.7
Alpha Bond Fd SEK -D- NO BD LUX 11/11 SEK 8.34 –2.3 –2.3 –0.7
Alpha Short Bd SEK -A- NO MM LUX 11/11 SEK 10.74 2.2 2.7 2.8
Alpha Short Bd SEK -B- NO MM LUX 11/11 SEK 10.07 2.2 2.7 2.8
Alpha Short Bd SEK -C- NO MM LUX 11/11 SEK 21.02 2.1 2.6 2.7
Alpha Short Bd SEK -D- NO MM LUX 11/11 SEK 8.73 2.1 2.6 2.7
Bond Fd EUR -C- EU BD LUX 11/11 EUR 1.26 3.8 3.0 1.5
Bond Fd EUR -D- EU BD LUX 11/11 EUR 0.50 3.8 3.0 1.5
Bond Fd SEK -C- NO BD LUX 11/11 SEK 39.93 5.7 5.8 3.4
Bond Fd SEK -D- NO BD LUX 11/11 SEK 11.98 4.5 4.6 2.8
Corp. Bond Fd EUR -C- EU BD LUX 11/11 EUR 1.08 –7.9 –9.1 –4.7
Corp. Bond Fd EUR -D- EU BD LUX 11/11 EUR 0.85 –8.3 –9.4 –5.0
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 11/11 EUR 99.66 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/11 EUR 99.45 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 11/11 SEK 108.08 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/11 SEK 997.72 NS NS NS
Flexible Bond Fd -C- NO BD LUX 11/11 SEK 20.48 3.8 4.1 3.2
Flexible Bond Fd -D- NO BD LUX 11/11 SEK 11.59 3.8 4.1 3.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/11 SEK 82.23 –22.6 –25.0 –11.3
Global Hedge I SEK -D- OT OT LUX 11/11 SEK 75.15 –24.8 –27.1 –12.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/10 USD 1.58 –52.6 –53.4 –14.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/11 SEK 17.03 –49.0 –53.0 –22.6
Europe Chance/Risk Fd EU EQ LUX 11/11 EUR 852.20 –49.9 –50.8 –27.7

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/10 USD 14.32 –56.7 –60.2 –9.0
Eq. Pacific A AS EQ LUX 11/10 USD 6.64 –52.0 –54.5 –13.1

n SGAM Fund
Bonds CHF A CH BD LUX 11/10 CHF 27.04 3.7 3.1 0.0
Bonds ConvEurope A EU BD LUX 11/10 EUR 28.28 –2.7 –2.7 2.4
Bonds Eur Corp A EU BD LUX 11/10 EUR 20.07 –8.6 –9.5 –5.1
Bonds Eur Hi Yld A EU BD LUX 11/10 EUR 14.50 –31.6 –33.2 –18.1
Bonds EURO A EU BD LUX 11/10 EUR 38.17 3.3 2.7 1.3
Bonds Europe A EU BD LUX 11/07 EUR 36.93 3.3 2.5 1.2
Bonds US MtgBkSec A US BD LUX 11/10 USD 23.11 –8.4 –8.4 –1.8
Bonds US OppsCoreplus A US BD LUX 11/10 USD 30.76 –2.3 –0.8 2.0
Bonds World A GL BD LUX 11/10 USD 36.73 –1.2 –1.7 4.8
Eq. ConcentratedEuropeA EU EQ LUX 11/10 EUR 21.76 –46.1 –46.6 –26.3
Eq. Eastern Europe A EU EQ LUX 11/10 EUR 17.69 –59.8 –60.1 –28.9
Eq. Equities Global Energy OT EQ LUX 11/10 USD 15.12 –40.0 –41.1 –9.7
Eq. Euroland A EU EQ LUX 11/10 EUR 9.72 –43.7 –44.4 –23.2
Eq. Euroland MidCapA EU EQ LUX 11/10 EUR 15.91 –45.1 –48.5 –27.0
Eq. EurolandCyclclsA EU EQ LUX 11/10 EUR 14.15 –44.2 –44.8 –18.4
Eq. EurolandFinancialA OT EQ LUX 11/10 EUR 10.00 –46.3 –46.0 –30.2
Eq. Glbl Emg Cty A GL EQ LUX 11/10 USD 6.08 –55.0 –57.0 –19.0
Eq. Global A GL EQ LUX 11/10 USD 21.51 –43.8 –44.6 –22.4
Eq. Global Technol A OT EQ LUX 11/10 USD 3.88 –45.3 –47.4 –25.2
Eq. Gold Mines A OT EQ LUX 11/10 USD 15.00 –49.9 –55.3 –24.1
Eq. Japan A JP EQ LUX 11/10 JPY 731.77 –44.7 –45.6 –28.5
Eq. Japan Sm Cap A JP EQ LUX 11/10 JPY 936.27 –45.1 –48.1 –37.4
Eq. Japan Target A JP EQ LUX 11/10 JPY 1568.24 –22.6 –25.2 –15.3
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3

Eq. UK A UK EQ LUX 11/10 GBP 9.50 –44.3 –44.8 –26.0
Eq. US ConcenCore A US EQ LUX 11/10 USD 16.67 –37.9 –36.2 –16.6
Eq. US Lg Cap Gr A US EQ LUX 11/10 USD 11.60 –42.4 –42.3 –18.9
Eq. US Mid Cap A US EQ LUX 11/10 USD 20.61 –47.3 –48.8 –17.9
Eq. US Multi Strg A US EQ LUX 11/10 USD 16.52 –42.6 –43.0 –22.1
Eq. US Rel Val A US EQ LUX 11/10 USD 15.92 –44.4 –45.1 –26.7
Eq. US Sm Cap Val A US EQ LUX 11/10 USD 13.56 –45.7 –47.6 –28.4
Eq. US Value Opp A US EQ LUX 11/10 USD 13.91 –45.4 –47.2 –28.6
Money Market EURO A EU MM LUX 11/10 EUR 26.98 3.8 4.4 4.0
Money Market USD A US MM LUX 11/10 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 10/31 USD 8.69 –41.2 –34.4 –5.4
UAE Blue Chip Fund Acc AS EQ ARE 11/06 AED 6.72 –42.3 –37.2 –9.5

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 11/11 EEK 114.48 –57.3 –59.4 –33.8
New Europe Small Cap EUR EE EQ EST 11/11 EEK 56.58 –59.4 –60.8 –34.2
Second Wave EUR EE EQ EST 11/11 EEK 103.09 –62.5 –63.3 –29.1

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/11 JPY 8913.00 –46.8 –51.2 –31.4
YMR-N Japan Fund JP EQ IRL 11/11 JPY 9871.00 –43.3 –47.2 –27.2
YMR-N Low Price Fund JP EQ IRL 11/11 JPY 13063.00 –42.8 –46.1 –28.9
YMR-N Small Cap Fund JP EQ IRL 11/11 JPY 6249.00 –49.6 –54.0 –34.8
Yuki Mizuho Gen Jpn III JP EQ IRL 11/11 JPY 4590.00 –50.6 –52.6 –30.9
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/11 JPY 4917.00 –49.4 –53.0 –33.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/11 JPY 6521.00 –47.9 –50.0 –32.0
Yuki Mizuho Jpn Gen JP EQ IRL 11/11 JPY 8376.00 –45.5 –49.8 –28.8
Yuki Mizuho Jpn Gro JP EQ IRL 11/11 JPY 6380.00 –48.3 –52.6 –32.1
Yuki Mizuho Jpn Inc JP EQ IRL 11/11 JPY 8220.00 –37.3 –40.4 –23.2
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/11 JPY 5254.00 –44.3 –47.0 NS
Yuki Mizuho Jpn LowP JP EQ IRL 11/11 JPY 11077.00 –38.9 –41.6 –24.7
Yuki Mizuho Jpn PGth JP EQ IRL 11/11 JPY 8028.00 –51.1 –54.0 –31.4
Yuki Mizuho Jpn SmCp JP EQ IRL 11/11 JPY 6090.00 –51.9 –55.5 –34.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/11 JPY 5255.00 –44.1 –46.5 –28.8
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/11 JPY 2567.00 –55.1 –59.3 –46.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/11 JPY 4499.00 –49.1 –50.7 –31.3
Yuki 77 General JP EQ IRL 11/11 JPY 6176.00 –46.3 –49.4 –29.2
Yuki 77 Growth JP EQ IRL 11/11 JPY 6262.00 –48.9 –53.2 –32.9
Yuki 77 Income AS EQ IRL 11/11 JPY 5227.00 –37.7 –39.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/11 JPY 6556.00 –43.7 –47.6 –29.5
Yuki Chugoku Jpn Gro JP EQ IRL 11/11 JPY 5383.00 –46.6 –49.3 –27.7
Yuki Chugoku JpnLowP JP EQ IRL 11/11 JPY 8113.00 –37.8 –41.3 –22.4
Yuki Chugoku JpnPurGth JP EQ IRL 11/11 JPY 4901.00 –44.0 –48.3 –28.7

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/11 JPY 7041.00 –45.2 –49.4 –29.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/11 JPY 4792.00 –45.7 –48.7 –28.3
Yuki Hokuyo Jpn Inc JP EQ IRL 11/11 JPY 5402.00 –35.9 –39.5 –23.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/11 JPY 4568.00 –47.0 –51.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/11 JPY 4900.00 –49.5 –53.0 –31.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/11 JPY 4663.00 –47.8 –51.2 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/11 JPY 5340.00 –44.2 –51.1 –29.2
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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 10/31 EUR 204.26 13.7 13.2 21.0
Horseman EurSelLtd USD EU EQ GBR 10/31 USD 212.14 12.9 12.4 21.6
Horseman Glbl Ltd EUR GL EQ CYM 10/31 USD 463.97 23.7 17.6 33.9
Horseman Glbl Ltd USD GL EQ CYM 10/31 USD 463.97 23.7 17.6 33.9

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

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 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 11/07 USD 212.98 –74.4 –73.8 –47.3
Antanta MidCap Fund EE EQ AND 11/07 USD 342.08 –81.1 –80.3 –45.9

Meriden Opps Fund GL OT AND 11/05 EUR 92.91 –17.1 –18.0 –5.6
Meriden Protective Div GL EQ AND 11/10 EUR 79.59 –1.9 NS NS

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 11/04 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
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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
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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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By Yochi J. Dreazen

WASHINGTON—President-elect
Barack Obama is leaning toward ask-
ing Defense Secretary Robert Gates
to remain in his position for at least
a year, according to two Obama ad-
visers. A senior Pentagon official
said Mr. Gates would likely accept
the offer if it is made.

No final decision has been made,
and Obama aides said other people
are under serious consideration for
the defense post, one of the most
highly coveted in any new cabinet.
Several prominent Democrats, includ-
ing former Clinton Navy Secretary Ri-
chard Danzig and former Clinton Dep-
uty Secretary of Defense John Hamre,
are also being considered.

The decision on retaining Mr.
Gates will be the clearest indication
to date of the incoming administra-
tion’s thinking about Iraq and Af-
ghanistan.

Like the president-elect, Mr.
Gates supports deploying more
troops to Afghanistan. But the de-
fense secretary strongly opposes a
firm timetable for withdrawing
American forces from Iraq, and his
appointment could mean Mr.
Obama was effectively shelving his
campaign promise to remove most
troops from Iraq by mid-2010.

Several aides to Mr. Gates said the
defense chief often talks publicly
about leaving the Pentagon in Janu-
ary and returning to his remote lake-
side home in Washington state. They
also noted Mr. Gates carries around
an electronic keychain whose display
shows the number of days until the
end of the Bush administration.

Still, speculation that Mr. Gates
would remain in the job increased
over the weekend when Senate Ma-
jority Leader Harry Reid (D., Nev.) en-

dorsed the idea in a CNN interview.
“Why wouldn’t we want to keep
him?” Sen. Reid said. “He’s never
been a registered Republican.”

Mr. Gates has always said his pref-
erence “is to retire once again,” said
Pentagon spokesman Geoff Morrell.
“But he has also never shut the door
on the possibility that he would be
willing to serve for some period be-
yond the expiration of this term.”

Mr. Gates took over the Pentagon
in late 2006 after President George
W. Bush ousted then-Defense Secre-
tary Donald Rumsfeld over his man-
agement of the Iraq war. U.S. com-
manders in Iraq had been unable to

prevent the country from slipping
into civil war, and American and Iraqi
casualties were soaring. Relations be-
tween Mr. Rumsfeld and many power-
ful lawmakers had grown toxic.

The new defense chief worked to
repair the Pentagon’s frayed ties
with Capitol Hill. In his nomination
hearing before the Senate Armed
Services Committee, Mr. Gates was
asked if the U.S. was winning in Iraq.
“No, sir,” he replied. The blunt reply
won praise from many Democrats.
Sen. Carl Levin of Michigan, then
the committee’s ranking Democrat
and now its chairman, called it a “re-
freshing breath of reality.”

By Cam Simpson

WASHINGTON—The battle for
America’s top diplomatic post
spilled into view Tuesday, as some
Hispanic leaders made a public push
to have President-elect Barack
Obama name Bill Richardson, the
governor of New Mexico, as his sec-
retary of state.

Sen. John Kerry, an
early backer of
Mr. Obama’s who failed in
his own bid for the presi-
dency four years ago,
sought to deflect reports
that he is lobbying for the
job.

“I haven’t talked to any-
body. I’ve had no conversa-
tions. It’s all speculation,
and I have nothing further
to say,” Sen. Kerry told the
Associated Press Tuesday after a
ceremony in Boston. A spokes-
woman for the senator confirmed
the statement.

The developments follow days of
intense speculation in the nation’s
capital about who will assume the
helm of U.S. diplomacy at a signal
moment. The next secretary of state
will inherit two wars, a global finan-
cial crisis, anti-American sentiment
abroad and what U.S. intelligence of-
ficials say is likely to be dwindling
American influence in the years
ahead.

In addition to Gov. Richardson
and Sen. Kerry, there has been spec-
ulation about Richard Holbrooke, a
former senior American diplomat;
Sen. Richard Lugar, the Republican
foreign-policy guru from Indiana;
and Sen. Hillary Clinton.

Mr. Obama has repeatedly
pledged a change in direction and
tone for American diplomacy, after
eight years in which Democratic
and centrist critics complained that
the Bush administration relied too
much on confrontation and too little
on engagement.

The National Hispanic Leader-
ship Agenda, an umbrella
organization of 26 His-
panic groups, called on Mr.
Obama to select Gov. Rich-
ardson, who endorsed Mr.
Obama in March after drop-
ping out of the Democratic
race for president in Janu-
ary. Mr. Richardson is one
of the nation’s leading His-
panic politicians. He also is
a seasoned diplomat, hav-
ing served as U.S. ambassa-
dor to the United Nations

under President Bill Clinton.
“By all accounts, Latinos were a

key part of President-elect Obama’s
historic victory,” said John Trasv-
ina, the National Hispanic Leader-
ship Agenda chairman, who also is
general counsel of the Mexican
American Legal Defense and Educa-
tional Fund. Now, “Latinos have the
talent and expertise to play a major
role in governing at the cabinet
level and throughout the federal
agencies.”

Mr. Trasvina said the group
wanted to act quickly because of
growing speculation about a behind-
the-scenes battle for the post.
“What motivated us was the tim-
ing,” he said. “You don’t go into this
thing waiting.” A spokesman for
Gov. Richardson didn’t return a call
for comment Tuesday.

Richardson, Kerry top list
for U.S. secretary of state

Bill Richardson
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Obama could ask Gates to stay on

U.S. speeds plan to help homeowners
Fannie Mae, Freddie Mac will be used to modify loans’ interest rates and forgive some portions of debt

The U.S. is making an effort to keep more people in their homes. Loans that are 90 days or more past due will be targeted.

U.S. Defense Secretary Robert Gates, like President-elect Barack Obama, backs
sending more troops to Afghanistan. Mr. Obama may ask Mr. Gates to stay on.

ECONOMY & POLITICS
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By Damian Paletta

WASHINGTON—Fannie Mae,
Freddie Mac and U.S. officials an-
nounced plans Tuesday to speed up
the modification of hundreds of
thousands of loans held by the hous-
ing-finance giants, marking the lat-
est effort to try to prevent more
foreclosures.

The announcement marks the
government’s most assertive use of
Fannie and Freddie to help home-
owners since it took over the com-
panies in September.

“We are experiencing a neces-
sary correction, and the sooner we
work through it, the sooner hous-
ing can again contribute to our eco-
nomic growth,” said Neel Kashkari,
the Treasury official who is head-
ing the government’s financial-res-
cue program.

The streamlined effort will tar-
get certain loans that are 90 days or
more past due. The program will
aim to bring the ratio of mortgage
payments for these homeowners to
38% of their income by modifying in-
terest rates and, in some cases, for-
giving portions of principal debt.

Borrowers would have to pro-
vide a statement or affidavit show-
ing that they have encountered
some sort of hardship that has af-
fected their ability to pay their
mortgage. It would apply only to

loans made on or before Jan. 1,
2008, and borrowers will be dis-
qualified if they file for bankruptcy.
The homes must be owner-occu-
pied, and escrows for real-estate
taxes and insurance must already
be set up.

U.S. government officials plan
to encourage big banks that hold
loans in their portfolios to take simi-
lar streamlined modification mea-
sures.

The announcement came at a
news conference at the Federal
Housing Finance Agency, which
temporarily has Fannie and Freddie
in conservatorship because of their
shaky financial condition.

Representatives for the compa-
nies, the Treasury Department and
the Federal Housing Finance
Agency weren’t available for com-
ment.

Servicers are expected to be
paid $800 for a successful modifica-
tion, and loan investors are ex-
pected to reimburse servicers for
certain fees associated with the
modification. There will be a
90-day trial period, and if borrow-
ers successfully make payments for
those 90 days, the modification will
be formally approved.

The program is expected to be
an extension of the Hope Now alli-
ance announced last year that
aimed to help people avert foreclo-

sure by reworking the terms of
their mortgages. Several large
banks, including Bank of America
Corp., Citigroup Inc. and J.P. Mor-
gan Chase & Co., have announced

their own foreclosure-prevention
plans.

Some bankers have complained
that Fannie and Freddie weren’t be-
ing flexible enough in discussions

over loan modifications.
The administration is still dis-

cussing a range of other, more ex-
tensive options to help homeown-
ers.
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Short Mat Dollar B US BD LUX 11/10 USD 7.16 –17.0 –18.2 –8.6
Short Mat Dollar B2 US BD LUX 11/10 USD 9.23 –16.9 –18.2 –8.6
Short Mat Dollar I US BD LUX 11/10 USD 7.16 –16.2 –17.4 –7.5

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 11/10 GBP 6.62 –30.1 –28.3 –14.4
Andfs. Borsa Global GL EQ AND 11/10 EUR 5.95 –37.9 –37.5 –18.8
Andfs. Emergents GL EQ AND 11/10 USD 10.16 –52.2 –53.6 –17.3
Andfs. Espanya EU EQ AND 11/10 EUR 10.74 –39.1 –41.0 –19.0
Andfs. Estats Units US EQ AND 11/10 USD 12.64 –37.7 –35.0 –17.0
Andfs. Europa EU EQ AND 11/10 EUR 6.83 –38.4 –37.7 –19.2
Andfs. Franca EU EQ AND 11/10 EUR 8.86 –37.0 –35.9 –20.0
Andfs. Japo JP EQ AND 11/07 JPY 430.75 –44.2 –47.8 –27.5
Andfs. Plus Dollars US BA AND 11/10 USD 8.56 –20.0 –20.4 –8.9
Andfs. RF Dolars US BD AND 11/10 USD 10.21 –9.8 –10.4 –4.0
Andfs. RF Euros EU BD AND 11/10 EUR 9.08 –17.8 –18.9 –10.3
Andorfons EU BD AND 11/10 EUR 12.41 –18.8 –20.2 –11.5
Andorfons Alternative Premium OT OT AND 09/30 EUR 105.62 –9.0 –8.2 –0.1
Andorfons Mix 30 EU BA AND 11/10 EUR 8.49 –26.8 –27.3 –14.1

Andorfons Mix 60 EU BA AND 11/10 EUR 8.52 –35.3 –34.7 –17.9

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 11/11 EUR 10.18 0.1 –0.1 1.6
DJE-Absolut P GL EQ LUX 11/11 EUR 179.29 –29.0 –29.4 –10.0
DJE-Alpha Glbl P EU BA LUX 11/11 EUR 154.20 –24.6 –24.8 –7.7
DJE-Div& Substanz P GL EQ LUX 11/11 EUR 178.45 –25.1 –26.7 –7.8
DJE-Gold&Resourc P OT EQ LUX 11/11 EUR 116.92 –37.6 –42.0 –16.1
DJE-Renten Glbl P EU BD LUX 11/11 EUR 118.11 –3.2 –4.0 –0.7
LuxPro-Dragon I AS EQ LUX 11/11 EUR 95.32 –47.3 –49.0 –6.8
LuxPro-Dragon P AS EQ LUX 11/11 EUR 93.22 –48.5 –50.1 –7.8
LuxTopic-Aktien Europa EU EQ LUX 11/11 EUR 14.12 –26.8 –25.4 –6.9
LuxTopic-Pacific AS EQ LUX 11/11 EUR 9.36 –56.4 –57.4 –23.6

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 11/10 USD 46.08 –62.7 –62.8 NS
(Lux) Russian EUR EE EQ LUX 11/10 EUR 42.89 –62.3 –61.8 NS

(Lux) Russian USD EE EQ LUX 11/10 USD 42.17 –67.1 –66.6 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 11/06 CHF 59.10 –60.9 –60.6 –24.4
HF-World Bds Abs Ret OT OT CHE 11/06 USD 79.09 –13.4 –9.8 –4.0

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 11/10 USD 235.53 –24.4 –24.2 –10.0
Sel Emerg Mkt Equity GL EQ GGY 11/10 USD 134.49 –50.3 –51.5 –16.6
Sel Euro Equity EUR US EQ GGY 11/06 EUR 82.11 –43.8 –46.7 –24.3
Sel European Equity EU EQ GGY 11/10 USD 143.16 –49.5 –50.8 –23.6
Sel Glob Equity GL EQ GGY 11/10 USD 147.02 –46.2 –47.3 –23.6
Sel Glob Fxd Inc GL BD GGY 11/10 USD 125.21 –14.7 –15.7 –5.6
Sel Pacific Equity AS EQ GGY 11/10 USD 94.88 –46.2 –48.5 –14.1
Sel US Equity US EQ GGY 11/10 USD 101.67 –40.4 –40.0 –20.1
Sel US Sm Cap Eq US EQ GGY 11/10 USD 129.70 –43.9 –45.3 –25.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/10 EUR 289.38 –19.8 –20.1 –10.2
DSF 50/50 EU BA LUX 11/10 EUR 219.54 –26.0 –26.2 –13.8
DSF 75/25 EU BA LUX 11/10 EUR 168.92 –32.7 –32.8 –18.2
KBC Eq (L) Europe EU EQ LUX 11/10 EUR 445.77 –41.3 –41.9 –23.3
KBC Eq (L) Japan JP EQ LUX 11/10 JPY 17911.00 –39.4 –40.9 –25.7
KBC Eq (L) NthAmer EUR US EQ LUX 11/10 EUR 468.78 –39.2 –38.5 –19.2
KBC Eq (L) NthAmer USD US EQ LUX 11/10 USD 676.33 –38.0 –37.1 –17.1
KBL Key America EUR US EQ LUX 11/07 EUR 325.85 –44.3 –44.9 –20.9
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Oil falls on concern over demand

A 3-for-2 regulatory plan
CFTC official says
U.S. oversight needs
a complete overhaul

The Property Report

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

By Kara Scannell

The top official at the U.S. Com-
modity Futures Trading Commis-
sion is calling for the creation of
three regulators, including one to
monitor systemwide risk, to replace
his agency and the Securities and Ex-
change Commission.

Acting CFTC Chairman Walter
Lukken is the latest government offi-
cial to offer advice to Congress and
the incoming Obama administra-
tion before they take up the issue
next year. Mr. Lukken said he will
step down after the new president
takes office.

In a speech at a conference in Chi-
cago, Mr. Lukken recommended the
creation of three regulators to focus
on risk, market integrity and inves-
tor protection. The roles of the
CFTC and SEC would be folded into
the new regulators.

Under the plan, the risk regula-
tor would police the financial sys-
tem for hazards that could ricochet
across companies to have broad eco-

nomic consequences. The market-in-
tegrity regulator would oversee
safety and soundness of exchanges
and key financial institutions, effec-
tively acting as a replacement for ex-
isting bank regulators and the SEC’s
function of regulating brokerages.
The investor-protection regulator
would protect investors and busi-
ness conduct across all firms.

In the immediate term,
Mr. Lukken called for the
creation of a bipartisan
panel to study oversight.
He suggested that the
heads of the Federal Re-
serve, CFTC and SEC set up
a board to share informa-
tion and pass joint rules.

Democrats, with a solid
majority in Congress, have
begun to outline some
ideas on regulation. House
Financial Services Chair-
man Barney Frank has said he also
favors a risk regulator that would
have oversight of the financial sys-
tem and financial institutions, possi-
bly including hedge funds.

During the campaign, President-
elect Barack Obama said he sup-
ported updating the regulatory
structure and increasing capital and
liquidity levels at financial institu-
tions.

Mr. Lukken’s recommendations
contrast with those of SEC Chair-
man Christopher Cox, who has
urged Congress to merge the SEC
and CFTC and asked for the SEC to
have oversight of credit-default
swaps, a financial instrument that
many believe worsened the credit
crunch. Mr. Lukken rejected calls to
merge the two agencies, saying such

a move would be “ineffec-
tive and would only rein-
force our outdated regula-
tory structure.”

Instead, he advocated a
“complete rewrite” of secu-
rities and futures laws and
recommended that the new
regulators follow broad
principles that could adapt
to changing markets and in-
novation. The current
“rules-based regulatory ap-
proach” wasn’t able to

“keep up with the speed and innova-
tion of the financial markets,” he
said.

“Regulation by objective rather
than function will ensure that all
products and institutions are prop-
erly overseen based on identified
public risks rather than futile diffi-
cult determinations of whether an
instrument is a security, a future, or
a swap contract,” Mr. Lukken said.
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The silence isn’t golden
in corporate-bond market
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Walter Lukken

By Dennis K. Berman

Amid all the noise of the mar-
kets, it is the relative silence of the
corporate-bond market that may be
most troubling.

Since August there have been just
seven U.S. junk-bond deals, according

to Dealogic, and 83
deals for all of 2008.
Not only is that total
a fraction of the
number of deals

done last year, it is just one-third the
number done in 2002, the last time
that market struggled.

Even the market for the most
highly rated corporate bonds remains
fickle. The pace of U.S. investment-
grade deals has slumped by about
25% during 2008. The few issues that
have squeaked through have carried
some difficult terms: Pepsi Bottling
Group, for instance, had to pay 7% to
8% to move $3.3 billion in long-dated
bonds, a price some 60% greater than
its existing paper.

Without the ability to sell debt,
companies will be fighting for their
lives. And even those that can bor-
row could be hurt by usurious inter-
est rates.

Investors are in effect treating
healthy companies as if they were
teetering on the edge of bank-
ruptcy. “We have never in history
seen the margins of risk that compa-
nies have to pay,” says Diane Vazza,
who heads Standard & Poor’s fixed-
income research. For some borrow-
ers, that means paying 15 percent-
age points above comparable Trea-
sury notes.

So far, most companies have
managed to stay afloat by tapping
corporate bank lines or sharply par-
ing costs. But that won’t last.
Nearly $800 billion of bonds comes
due between now and the end of
2009, according to S&P. Unless a
sudden turnaround develops, it will
be either impossible—or dearly ex-
pensive—to replace that financing.
“These companies are in urgent
need of capital,” Ms. Vazza says.

Most companies were in denial
about this future for months, says
Mark Fedorcik, Deutsche Bank’s glo-
bal head of leveraged finance. Now
they are weighing whether to post
new collateral—MGM Mirage just
pawned part of its New York, New
York casino—or entice debt inves-
tors to trade debt for equity.

Those are the choices before
telecommunications company
Level 3 Communications. It gorged
on debt during the telecom bubble,

using the cash to lay fiber-optic
lines across the country. It has
enough cash to meet its $300 mil-
lion in debt payments during 2009.
It has an additional $850 million in
debt that comes due in 2010, a fig-
ure that it couldn’t pay today.

How will the company adapt?
Its chief financial officer gave a
common refrain on a recent confer-
ence call, saying only that his com-
pany would “look at various mecha-
nisms” for making good on its
debts.

The problem faced by Level 3
and other companies is that lend-
ers won’t make a new deal at a 15%
interest rate if they know a com-
pany can’t handle those steep pay-
ments. And if a stock already is
fetching a low price, there won’t be
enough room to trade large sums of
debt into equity. Level 3 shares
closed at 90 cents a share on Mon-
day.

“Very good credits may be
caught in a tough financial market,
which will result in a higher cost of

capital and postponed financings,”
Mr. Fedorcik says.

So how might confidence be re-
stored to these vital marketplaces?

That will depend in part on the
big commercial banks, which have
slashed their lending in recent
months. Without that lending,
hedge funds can’t borrow money
used to buy the new corporate
debt. But even if they could borrow,
the funds are facing redemptions
from investors, paralyzing their
ability to make new purchases.

The same straits have hit insur-
ers, a traditional purchaser of corpo-
rate bonds. Pension funds also are fac-
ing huge losses and large capital calls
from private-equity firms, which is
crimping their ability to buy.

“There are no cash buyers,” says
one trader.

Credit will eventually return, as
it always does. Markets are acting
like it is going to take a long time to
get there. And there will be a lot of
needless casualties along the way.
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NEW YORK—Crude-oil futures
fell almost 5% as concerns about
the health of the global economy
and its impact on energy demand
sparked selling among traders.

Crude for December delivery
settled down $3.08, or 4.9%, at
$59.33 a barrel on the New York

Mercantile Exchange.
“Bullish news today on top of

the recent Chinese stimulus pack-
age and news of Saudi Arabia’s sup-
ply cuts failed to overcome eco-
nomic concerns,” said Sucden Re-
search analyst Michael Davies.

Traders have been worrying
that a slowdown in global growth
will spell reduced demand for oil.

“News this morning that Chi-
na’s crude-oil imports jumped by
28% in October from a year ago and
that militants are threatening to re-
new attacks on oil facilities in Nige-
ria failed to lift prices,” Mr. Davies
wrote in a note to clients.

On Monday, crude rose 2.2% to
close at $62.41 a barrel.

China disclosed plans Sunday
for a $586 billion economic-stimu-
lus package aimed at reversing
slowing growth in the world’s most
populous country. Energy traders
believed the plan might increase en-
ergy demand.

In another bullish development,
Saudi Arabia has told refiners in
Asia that it would cut December

supplies by 5%, the first such cut-
back in 14 months, according to
Reuters.

Saudi Arabia is the largest oil
producer within the Organization
of Petroleum Exporting Countries.
Last month, members of the cartel
agreed to cut the output quota of
28.8 million barrels per day by 1.5
million barrels, starting Nov. 1.

In a sign that Mexico is con-
cerned about the outlook for oil
prices, the country used deriva-
tives contracts to hedge almost all
of next year’s oil exports at prices
ranging from $70 to $100, at a cost
of about $1.5 billion, the Financial
Times reported. It hedged only be-
tween 20% and 30% of its exports
last year, the newspaper said.

“This is a clear sign that they
[Mexico] fear oil prices will remain
below $70 a barrel in 2009,” said
Kathy Lien, director of currency
strategy at GFT Forex.

“Even though the report only
talks about Mexico, we doubt that
they are the only oil producing coun-
try to start hedging.”

Without the ability to
sell debt, companies
will be fighting
for their lives.
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