
The German economy shrank
0.5% in the third quarter, fol-
lowing a 0.4% contraction in
the second, confirming a techni-
cal recession. Germany’s trou-
bles show the pitfalls of relying
too much on exports and con-
suming too little at home. Page 1

n U.S. stocks launched a huge
rebound as investors decided
they didn’t want to miss out on
buying shares at low prices.
The Dow Jones industrials
surged 6.7%. European stock in-
dexes were mixed. Pages 17, 18

n Iceland’s prime minister said
he expects the IMF to approve
$2.1 billion in aid next week. Fro-
zen deposits in Icelandic banks
are a stumbling block. Page 2

n Telenor fears that a Siberian
court could threaten the Norwe-
gian firm’s stake in Russia’s
No. 2 cellphone company. Page 3

n The U.S. trade deficit nar-
rowed, but the figures under-
score the fragile state of the glo-
bal economy. America’s labor
market worsened. Page 9

n OPEC members will meet
later this month, and are ex-
pected to cut production again.
U.S. benchmark crude closed up
3.7% at $58.24. Page 17

n Wal-Mart’s profit rose 9.8%
in its fiscal third quarter as the
discount retailer benefited from
consumer thriftiness. Page 4

n Siemens posted a wider loss
for the fiscal fourth quarter,
weighed down by charges. Page 6

n Vivendi said profit more
than tripled on a gain related to
the videogames division. Page 6

n SABMiller reported a 49%
jump in its fiscal first-half profit
but said it would review its
spending amid slowing demand
for beer world-wide. Page 8

n LSE reported strong first-
half results but its chief warned
that the U.K. could enter “a ma-
jor recession.” Page 19

n China agreed to repeal a rule
requiring foreign financial-news
services to share data with a
state-run competitor. Page 22

Economists
offer support
for Bernanke

Lukashenko is talking to Rus-
sia about placing advanced mis-
siles in Belarus that could hit
targets deep inside Europe. The
talks raise the ante in the debate
over a U.S. plan to deploy mis-
sile defenses in Europe and com-
plicate Western hopes for closer
ties with Belarus, which some in
the U.S. and Europe hope could
help counterbalance an increas-
ingly hostile Kremlin. Page 1

n NATO defense ministers re-
affirmed the alliance’s commit-
ment to assisting Ukraine in its
goal of joining the bloc, but said
the nation still faces numerous
obstacles to membership.

n U.S. and Afghan forces have
begun working with Pakistan’s
military to take on militants in
border areas. Meanwhile, a sui-
cide bomber struck a U.S. con-
voy in Afghanistan, killing civil-
ians and a U.S. soldier. Page 11
n Sweden said it will send 110
more troops to Afghanistan
and increase development aid.

n Suspected Islamic gunmen
kidnapped an Iranian diplomat
after killing his guard in north-
western Pakistan. Tehran sum-
moned Pakistan’s envoy.

n Pakistan said China will pro-
vide it with $500 million in fi-
nancial assistance, in a break-
through for Islamabad. Page 10

n ECB Vice President Lucas Pa-
pademos said pan-European
measures for managing financial
crises must be strengthened.

n The U.S. blocked all products
containing milk from China from
entering the country on concerns
they might be contaminated with
industrial chemical melamine.

n A Russian court sentenced
banker Alexei Frenkel to 19
years in jail for organizing the
murder of a central bank official.

n The European Commission
opened an antitrust investiga-
tion into French biomedical anal-
ysis firms, raiding the offices
of an association and a company.

n Gaza militants fired a new
barrage of rockets at Israeli bor-
der areas, prompting Israel to
bar planned food and fuel ship-
ments to Palestinian civilians.

n A Russian-made cargo plane
chartered by FedEx crashed in
Iraq after reporting a malfunction.
The crew was presumed dead.

Belarus president seeks
to deploy Russia missiles

Global downturn adds
Germany to victims list
Data confirming
recession show drop
at alarming speed

Recession spreads
Major economies face prolonged contractions 

Sources: German government (German GDP); OECD (forecasts)

Germany’s gross domestic product,
quarter-to-quarter percentage change

Growth forecasts for major
advanced economies

–1.0

–0.5

0

0.5

1.0

1.5

2.0%

3Q2Q1Q
'08

4Q3Q2Q1Q
2007

–1.0

–0.5

0

0.5

1.0

1.5

2.0%

JapanEuro areaU.S.

2008
2009

Editorial&Opinion

President Alexander Lukashenko said that even if Russia and Belarus don’t reach a
deal on placing missiles in Belarus, he would like to acquire and deploy some anyway.

By Jon Hilsenrath

Federal Reserve Chairman Ben
Bernanke has come under some criti-
cism for his handling of the finan-
cial crisis, but economists have an
early message for President-elect
Barack Obama: Don’t dump him.

By a ratio of 3 to 1, private econo-
mists surveyed by The Wall Street
Journal said Mr. Obama should reap-
point Mr. Bernanke when the Fed
chairman’s term comes up in Janu-
ary 2010.

Any decision about Mr. Bernanke
is still months away, with Mr.
Obama now putting together his

own economic team. But the ques-
tion about whether Mr. Bernanke
stays on at the Fed for another six-
year term—and a debate about Mr.
Bernanke’s legacy—could hang over
the economic-policy scene in 2009.

Mr. Bernanke has rewritten the
book on central banking in the past
year, aggressively cutting interest
rates, dramatically expanding the
Fed’s balance sheet and creating
many lending programs to fight a
worsening financial crisis. His inven-
tiveness could prove in the long run
to have helped to stabilize the sys-
tem at a critical moment.

“Bernanke has done a good job in
Please turn to back page

The gall of the Irish
Dublin criticizes a European
leader for siding with Ireland’s
voters. Come again? Page 12
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By Alan Cullison

MINSK, Belarus—President Alex-
ander Lukashenko is in talks with
Moscow about placing in Belarus ad-
vanced Iskander missiles that could
hit targets deep inside Europe.

The talks raise the ante in the de-
bate over a U.S. plan to deploy mis-
sile defense in Europe. They also
complicate Western hopes for
warmer ties with Belarus, which
some in the U.S. and Europe hope
could help to counterbalance an in-
creasingly hostile Kremlin.

In an interview with The Wall
Street Journal, Mr. Lukashenko said
that he would like to see closer rela-
tions with the West but that he sym-
pathizes with Russia on two flash-
points that have rocked relations—

the conflict in Georgia and contro-
versial U.S. plans to place antimis-
sile systems in Europe to counter a
potential threat from Iran.

As a response, he said, he “abso-
lutely supports” Russia’s plans to
place Iskander missiles in Kalinin-
grad that would target the U.S. mis-
sile system. Kaliningrad is a Russian
enclave in Europe that borders North
Atlantic Treaty Organization mem-
bers Poland and Lithuania, and mis-
siles there could reach the proposed
U.S. missile sites in Poland.

Mr. Lukashenko said that Russia
also had proposed putting Iskander
missiles inside Belarus, which is sit-
uated between Russia and Poland.
And if an agreement on the issue
isn’t reached, Belarus would like to

Please turn to page 27

Trough is now?
Forecasters believe U.S. is in the
worst part of recession .............. 9

By Marcus Walker

BERLIN—Germany, a country
that didn’t have a housing bubble
and whose consumers didn’t over-
spend on credit, is turning into one
of the major victims of the global
downturn.

The German economy, the
world’s fourth largest, contracted a
sharper-than-expected 0.5% in the
third quarter, official data showed
on Thursday, following a 0.4% con-
traction in the second. Industrial or-
ders are in free fall, and business sur-
veys show the trouble has barely be-
gun: Germany is facing what could
be its longest recession since the Fed-
eral Republic’s foundation in 1949.

The slowdown unfolding in Ger-
many is substantially different from
the declines in the U.S. and the U.K.,
economies that are deleveraging af-
ter a decadelong credit-fueled

boom, economists say. Instead, Ger-
many’s troubles show the pitfalls of
relying too much on exports and con-
suming too little at home.

“Germany profited hugely from
the global boom in demand for capi-
tal goods, but this is not an economy
which has developed a domestic en-

gine for growth,” says Jacques Cail-
loux, European economist at Royal
Bank of Scotland in London.

The Organization for Economic
Cooperation and Development pub-
lished bleak GDP forecasts for indus-
trialized countries on Thursday.

Please turn to page 27
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very difficult circumstances,” says
J.P. Morgan Chase & Co. economist
Bruce Kasman.

Along the way, however, the Fed
has stretched its legal authority to
new limits. It helped to save two
wobbling financial firms—Bear
Stearns Cos. and American Interna-
tional Group Inc.—but felt it had to
allow another firm, Lehman Broth-
ers Holdings Inc., to fail. The lurch-
ing approach to rescues has height-
ened market uncertainty. Mean-
time, many of its programs could
have unintended consequences that
could tarnish Mr. Bernanke’s reputa-
tion.

Even though they favor his reap-
pointment, economists surveyed
give Mr. Bernanke, an accomplished
Princeton professor, a tough grade
on his performance so far. Asked to
rate him on a scale of 0 to 100, the 54
economists on average gave him a

score of 69, which would work out
to a D+. However, the score was
skewed by a few very low marks be-
low 20. His median grade—meaning
that as many scores were above it as
were below it—was 80.

(Treasury Secretary
Henry Paulson received an
average grade of 64 and a
median of 70.)

“Everybody under-
stands that the question of
reappointment is perform-
ance-based,” says Laurence
Meyer, co-founder of Macro-
economic Advisers LLC, a
forecasting firm.

Mr. Bernanke’s predeces-
sor, Alan Greenspan, was de-
ified while in office but is now
blamed by some for helping to spur
the credit boom with low interest
rates and lax regulation.

The current Fed chairman has
started to build a relationship with

the president-elect. According to
records of Mr. Bernanke’s meeting
schedule obtained by The Wall
Street Journal under the Freedom
of Information Act, the Fed chair-

man and the Democratic
senator have spoken fre-
quently in recent months.

The two met in Mr. Ber-
nanke’s office in late July.
They spoke by telephone
Sept. 15, the day after Leh-
man Brothers collapsed,
and again a few days later
before Messrs. Bernanke
and Paulson went to Con-
gress to ask for an emer-
gency financial-bailout
package.

President-elect Obama’s transi-
tion team declined to comment.

Ultimately, Mr. Bernanke’s place
with Mr. Obama and his place in his-
tory will be determined by the sever-
ity of the recession as it unfolds in

the months ahead. Forecasters sur-
veyed on average expect the econ-
omy to turn up by the middle of next
year, after contracting by 3% in the
fourth quarter and 1.5% in the first
quarter of 2009. That would be
about as bad as the 1990-1991 reces-
sion.

If the downturn isn’t more se-
vere than that, Mr. Bernanke could
get credit for navigating the finan-
cial system through its worst shock
since the Great Depression. If it
does turn out to be worse than now
expected, or if the Fed’s responses
lead to resurgent inflation or more
financial-market turmoil, Mr. Ber-
nanke could share in the blame.

“There’s no way the economy is
going to feel good in January 2010,”
says Stephen Stanley of RBS Green-
wich Capital. “People will still be dig-
ging out of the mess.”
 —Phil Izzo

contributed to this article.
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Most economists voice support for Bernanke

Ben Bernanke

FROM PAGE ONE

By Kara Scannell

WASHINGTON—The Securities
and Exchange Commission is ex-
pected to vote for rules next week
aimed at limiting conflicts of inter-
est at credit-rating firms, but it isn’t
expected to adopt more substantial
changes for the time being.

The rules would bar ratings com-
panies from having the same offi-
cials negotiate fees with clients and
then rate the debts of those clients.
Credit-rating companies such as
Moody’s Investors Service, a unit of
Moody’s Corp., and Standard &
Poor’s, a unit of McGraw-Hill Cos.,
make money by charging fees to the
companies whose credit is being
rated.

The meeting is planned for Nov.
19. Discussions are fluid. The SEC
may choose to repropose a portion
of the rules that would require firms
to disclose historical rating data
and the underlying information
they use to come up with their rat-
ings, a person familiar with the mat-
ter said.

The agency has put out for public
comment stricter rules on the credit-
rating companies, which have
drawn blame for exacerbating the
credit crunch by giving high ratings
to risky mortgage-related products.

The SEC isn’t expected to take up
two other rules proposed earlier
this year.

One would reduce companies’
and mutual funds’ reliance on credit
ratings, which are embedded in SEC
rules. Another idea is to distinguish
ratings for “structured” products,
which may contain slices of various
types of debt, from those given to
more plain-vanilla corporate bonds.
Both ideas met with strong opposi-
tion from industry.

The three new commissioners, in-
cluding two Democrats, who joined
the agency this summer after the
rules were put out for public com-
ment have resisted quick action on
the more controversial rules, peo-
ple familiar with the matter say.
They feel more study is needed, and
the next SEC chairman, to be nomi-
nated by President-elect Barack
Obama, may have other priorities.

SEC Chairman Christopher Cox
has said he will step down after the
administration changes hands. Mr.
Cox has highlighted about two
dozen items for review. It isn’t clear
how many the SEC will get to this
year.

People familiar with the matter
say the agency may require compa-
nies to give their financial data elec-
tronic “tags” that would make it eas-
ier for outsiders to analyze the data
and compare results from different
companies.

Another item garnering support
is a rule that would make it easier to
establish a public database for mu-
nicipal securities filings.

SEC spokesman John Nester said
any rule that has been proposed
could theoretically be imple-
mented. He said rules related to the
credit crisis and market transpar-
ency could go first, followed by
those that have been thoroughly di-
gested by commissioners.

On Wednesday, Charles Mc-
Creevy, the European Union Interna-
tional Market commissioner, out-
lined a series of proposals, some of
which resemble the SEC’s recom-
mendations on credit ratings. The
EU also suggested a separate rating
to distinguish structured products
from corporate debt.

SEC looks to end
analysis conflicts
at ratings firms
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By Cassandra Vinograd

As rebel fighting rages in eastern
Congo—threatening to escalate into
a regional conflict—government of-
ficials in Kinshasa have put on hold
important decisions affecting the
mining industry, a delay that likely
pushes back international invest-
ment plans and undercuts the coun-
try’s efforts rebuild its economy.

International companies have
scrambled to secure mining rights
in Congo. The country has vast re-
serves of cobalt, copper, tin and dia-
monds, but it has been racked by
years of civil war and cross-border
fighting. Elections in 2006, the coun-
try’s first in 40 years, appeared to
ease some of the instability.

Congo’s mining ministry recently
completed a review of the state’s con-

tracts with international companies.
It was one of a series of moves by Af-
rican countries to seek better terms
amid booming commodity prices.
The ministry renegotiated some 60
concession agreements.

But Congo’s lawmakers, preoccu-
pied by the recent fighting and hu-
manitarian crisis in North Kivu prov-
ince near Congo’s eastern border
with Rwanda, have failed to sign off
on the new deals. Renegade Gen.
Laurent Nkunda has surrounded the
provincial capital of Goma and has
threatened United Nations peace-
keepers and government troops.
This week, Angola said it will send
troops to the country, raising fears
the fighting could draw in other
countries.

“This war in the east is taking all
of the government’s attention,” said
Deputy Minister of Mines Victor
Kasango in a telephone interview.
“We are waiting for things to calm
down.”

The revised mining contracts
were seen as crucial to President Jo-
seph Kabila’s plans to replenish
state coffers and repair infrastruc-
ture.

Mr. Kasango didn’t provide de-
tails, but said the new contracts
would provide “good income oppor-
tunity in terms of taxation.” Some
companies have signed off on the
new deals already, while others
have said they will contest any rene-
gotiation. But the government must
formally approve them first.

Congo mining in limbo
Unrest is distracting
officials from efforts
to improve contracts

By Charles Forelle

REYKJAVIK, Iceland—Iceland’s
Prime Minister Geir Haarde says he
expects the International Monetary
Fund to approve a stalled $2.1 bil-
lion loan package for the crisis-hit is-
land early next week.

In an interview at his office, Mr.
Haarde said he believed the Washing-
ton-based fund was waiting for the
countries that Iceland has turned to
for help to approve their
own packages first.

“We understand that
the fund needs to have as-
surances that it will not be
acting alone,” said Mr.
Haarde. He added that
“pieces are gradually fall-
ing into place.”

Iceland and the IMF
staff reached a deal for the
package on Oct. 24. Board
approval was expected in
early November. IMF
loans to Ukraine and Hungary that
were agreed to in the days following
Iceland’s deal were both approved
last week by the IMF’s board.

An IMF spokeswoman said the
fund was “still in the process of en-
suring that we have the needed fi-
nancing,” and that a meeting of the
fund’s board would take place “in
due course.”

The collapse last month of Ice-
land’s banking system has upended
the economy, routed the currency
and sent a nation once proud of its
outsize economic ambition and high
standard of living on the path to a

dark depression.
Mr. Haarde and other Icelandic

leaders had expected approval of
the aid package earlier this month.
The package would be primarily de-
voted to building the Icelandic cen-
tral bank’s small foreign-currency
reserves, so that the bank is able to
support the country’s currency and
enable the island’s badly damaged
economy to recover.

“Then we have what we need
here domestically to reopen
the foreign-exchange mar-
ket and get things going
again,” Mr. Haarde said.

Iceland needs outside do-
nors, since its small size lim-
its the amount of money the
IMF can grant. Iceland says it
needs a total of $6 billion in
aid. But getting others to help
isn’t easy, since many foreign
countries took hits when Ice-
land’s globally extended
banks collapsed last month.

Also, potential donor countries
are leery of extending a hand with-
out ensuring that Iceland compen-
sates foreign depositors who have
money tied up in its banks, a person
familiar with the discussions said.

An IMF spokesman said the res-
cue package faces outstanding is-
sues “raised by potential creditors,
including the process for determin-
ing Iceland’s obligations with re-
gard to foreign deposits.” Iceland
has commitments, some with quali-
fications, for over $800 million.
 —Tom Barkley

contributed to this article.

Iceland’s prime minister
says he expects aid soon
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Digging in
Congo's attempts to renegotiate mining contracts have hit delays amid fighting
in the east of the country. Mining is a crucial source of government funds. 
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Pure Digital Technologies’ Flip
Mino records video at 640x480 pix-
els. The Mossberg Solution column
in Wednesday’s Marketplace section
incorrectly said the hand-held cam-
corder records at 680x480 pixels.

Eisner & Lubin LLP is an account-
ing firm in New York. A Career Jour-
nal article Tuesday incorrectly said
it is a law firm.

A television commercial for
Nestlé Pure Life is narrated by talk-
show host Cristina Saralegui. The
Advertising column Thursday incor-
rectly spelled her first name as
Christina.
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Belarus president seeks to deploy Russia missiles

Global slump adds Germany to victims list

deploy the missiles itself, he said.
“Even if Russia does not offer

these promising missiles, we will
purchase them ourselves,” said Mr.
Lukashenko, who boasted that the
technology for the Iskander optics
and fire-control systems comes
from Belarus. “Right now we do not
have the funds, but it is part of our
plans—I am giving away a secret
here—to have such weapons.”

Analysts said it is far from clear
that Russia would really need to place
missiles inside Belarus. The Kremlin
has offered to give up its Kaliningrad
plans if Washington drops its missile-
defense system. Mr. Lukashenko’s
missile ambitions also could be a bar-
gaining chip in his maneuvering be-
tween Russia and the West.

Though closely allied with and
heavily dependent on Moscow, Mr.
Lukashenko, a former collective-
farm boss who has kept a tight grip
on Belarus since he was elected pres-
ident 14 years ago, has resisted the
Kremlin’s embrace.

But financial necessity may be
tugging harder at Minsk than be-
fore. On Wednesday, Russia an-
nounced that it agreed to grant Be-
larus a $2 billion stabilization loan
to shore up the government’s fi-
nances, which have been strained by
the credit crisis.

Under terms of the loan, Belarus
agreed to pay for future oil and gas
debts in rubles, a major priority of
the Kremlin, which has sought to ex-
pand the use of the Russian cur-
rency beyond its borders.

Russia has long exerted pressure
on Minsk by threatening to end dis-
counted natural-gas exports to Be-

larus and move to world prices, a
change that could be ruinous to the
country’s economy.

Advisers to Mr. Lukashenko said
he has lately put out feelers to im-
prove relations with the U.S. and Eu-
rope, which slapped his government
with sanctions in 2006 after he was
accused of rigging his re-election.
Sanctions were eased this year, af-
ter Mr. Lukashenko ordered the re-
lease of some political prisoners.

In a 90-minute interview, Mr.
Lukashenko discussed his close in-
terest in the U.S. presidential elec-
tions, his views on sobriety and his

love of hockey.
Like other leaders of former So-

viet states, he has resisted Moscow
pressure to side with the Kremlin in
its conflict with Georgia by recogniz-
ing the breakaway regions of South
Ossetia and Abkhazia. So far the
only countries to confer recognition
are Russia and Nicaragua.

But Mr. Lukashenko signaled he
may soon tip toward Moscow on the
issue and echoed Russia’s argument
that the West paved the way for the
independence of Georgia’s break-
away regions by recognizing Kos-
ovo.

“I don’t see any problems here—
there is a precedent,” he said. “Eu-
rope and America understand our
position and our situation. And I will
be honest; they are no longer push-
ing it as rigidly with us as before.”

He heaped criticism on leader-
ship in both Russia and the West,
saying he expects both to be hum-
bled by the global credit collapse
and a protracted recession.

The West, he said, was addicted
to cheap credit, and Russia to expen-
sive oil. He said Belarus is well posi-
tioned to survive the riptide of the
world financial crisis. With most of
the economy in government hands,
Belarus has no stock market, and so
hasn’t seen any financial crash.

“Now in America they are talking

about an alternative to that ultralib-
eral market system, where every-
thing is allowed, where you can eat
more than you make, and spend
more than you earn,” said Mr.
Lukashenko. “I warned the Ameri-
cans and others. No one listened to
me. ... As it turned out, I was right.”

He called U.S. President-elect
Barack Obama, “a young man, a
good-looking person” who will have
a tough time ahead but who was the
right choice for America as it de-
scended into a financial crisis.

“I feel sorry for him—he looks
100% like Lukashenko, when I came
to power after the downfall of the
Soviet Union,” Mr. Lukashenko said.
“The store shelves were empty—a
severe financial crisis.”

Mr. Lukashenko said he hopes for
closer relations with the U.S. under
Mr. Obama. But he also said he was
puzzled by the decision of the EU and
the U.S. to temporarily lift sanctions
against his government in response
to his release of political prisoners.

He said he had already planned to
release the main opposition figure, Al-
exander Kozulin, anyway, and didn’t
expect any reward from the West.

He derided the label of “the last
dictator in Europe,” a phrase that he
said came from U.S. Secretary of
State Condoleezza Rice, whom he
said “doesn’t know where Belarus is.”

Continued from first page

By August Cole

Boeing Co.’s top defense execu-
tive said he expects the Obama ad-
ministration’s incoming defense of-
ficials to take a hard look at some of
the Pentagon’s biggest weapons pro-
grams, as well as those that are trou-
bled by cost overruns or delays.

Jim Albaugh, chief executive of
Boeing’s Integrated Defense Sys-
tems unit, said at a Merrill Lynch
conference in New York on Wednes-
day that “as a new administration
comes in, they will come in and take
a hard look at everything” being
done by the Defense Department.

Pentagon budget perssure is ex-
pected to rise, particularly as the new
president grapples with demands for
federal assistance from the banking
and finance sectors. This is worrisome
for defense companies that depend on
continued spending on big-ticket pro-
grams for new weapons. “We’ve had a
great ride here,” Mr. Albaugh said.

This year, the Pentagon was ex-
pected to award more than $60 bil-
lion in contracts for new weapons
systems, including aerial-refueling
tankers, search-and-rescue helicop-
ters and communications satellites.

That plan fell apart after Boeing,
United Technologies Corp. and Lock-
heed Martin Corp., filed protests that
forced officials to start over on some
contracts. Rather than rush ahead,
Defense Secretary Robert Gates de-
cided to push those decisions into the
next administration.

Regardless of whether Mr. Gates,
who is under consideration by Mr.
Obama to keep his post, remains in
the job, those programs must be
dealt with during the first part of
2009.

Before the election, Richard Dan-
zig, a top Obama defense adviser,
identified the Army’s $160 billion
Future Combat Systems contract, as
well as efforts to develop a national
missile-defense system, as areas
that would get close scrutiny. Both
of those are big programs for Boe-
ing, which last year brought in $32
billion in defense revenue.

Although most of Boeing’s de-
fense efforts remain focused on the
Pentagon, the company is also pur-
suing work in the intelligence, home-
land-security and international mar-
kets, which are growing faster than
the U.S. military budget.

Last year, about a third of Boe-
ing’s defense revenue came from
the Air Force, its biggest military
customer and a service wracked by
troubles awarding its biggest con-
tracts.

Air Force officials are preparing
options for the F-22 Raptor fighter,
which is a Lockheed Martin
Corp.-led contract that also in-
volves Boeing, and the C-17 Globe-
master, a Boeing-made military
transport jet. Despite efforts to
keep them going, both of those pro-
grams are nearing the end of produc-
tion if the Pentagon stands by its de-
cision not to buy more of them.

The Air Force just lost a battle
with top Defense Department offi-
cials over funding for what could be
the next batch of F-22 fighters. The
Air Force wanted to spend $140 mil-
lion toward 20 more jets, but Penta-
gon officials said instead that they
will allocate $50 million for four
jets.

“Our goal is to set the table” for
the next administration, said Air
Force Secretary Michael Donley dur-
ing a public presentation.

The 30 advanced economies that
are members of the Paris-based in-
tergovernment institute will shrink
by 0.3% overall next year, the OECD
said.

The U.S.’s gross domestic prod-
uct will contract by 0.9% next year,
Japan’s by 0.1%, and the euro zone’s
by 0.5%, the OECD said. Unexpect-
edly, Germany is now forecast to be
one of Europe’s worst, rather than
best, performers.

The International Monetary
Fund predicted last week that Ger-
many’s economy will shrink 0.8%
next year, a bigger contraction than
it foresees for the 15-nation euro cur-
rency area as a whole. Among Eu-
rope’s major economies, only the
U.K. faces a deeper recession than
Germany, the IMF said.

Just a few months ago, Germans
were convinced that their economy—
heavy on old-fashioned manufactur-
ing and relatively light on financial
innovation—meant they had a bet-
ter chance of surviving the global
slowdown in better shape than
other countries. Germans hadn’t run
up big credit-card debts. Average
house-price growth in the past 10
years in Germany has been close to
zero, according to Swiss bank UBS.

Earlier this year, as the U.S. prop-
erty bubble burst and growth
slumped, emerging markets such as
China continued to suck up German
capital goods, keeping German eco-
nomic growth healthy. Now that ex-
port dependence has turned into
Germany’s downfall.

“I’m surprised by the speed of
the deterioration,” says Jürgen Rick-
ing, a management-board member
of Felix Böttcher GmbH, a maker of
printing equipment based in Co-
logne. After years of export-led
growth, his entire sector faces a fall
in global sales this year of about 20%
because of the downturn, he says.

Böttcher is typical of the way
many German manufacturers fit into
the global supply chain. It supplies
large numbers of rollers for ma-
chines used by printing works in

China and other countries where
books, magazines and other printed
materials are made for sale in the U.S.

The U.S. downturn, including a
recession in advertising, is reducing
demand for printed materials, while
Chinese printers face rising costs
from higher wages and new labor
laws, says Mr. Ricking. “Our Chinese
customers are stopping their
presses or going bankrupt,” he says.
About three-quarters of all printing
machines are made in Germany, Mr.
Ricking estimates.

The extent of China’s coming eco-
nomic slowdown isn’t clear yet, but
one recent indicator isn’t good:
China just reported its first decline
in monthly electricity output in
many years.

Japan, the world’s second-big-
gest national economy after the
U.S., faces a similar—if less severe—
predicament to Germany’s. Like Ger-
many, Japan has relied on exports
for growth, whereas its consumer
spending has remained fragile. Part
of the reason: As in Germany, Japa-
nese firms have tried to keep wages
down to stay competitive with ri-
vals from China and other emerging
economies. As exports choke up, so
is the economy.

Exports play an even bigger role
in Germany’s economy than in Ja-
pan’s. Exports of goods account for
41% of Germany’s GDP, highlighting
a dependence that has grown rap-
idly in the past 15 years. That’s more
than twice the ratio in Japan, and
compares with U.S. goods exports
that make up under 10% of GDP. But
new orders for German exports in
September were down 18% from
their peak in November 2007, spell-
ing sharp declines in exports in the
year ahead.

European Central Bank policy
makers appear to be reckoning on a
lengthy malaise. Officials have
warned that the bank’s September
projections of about 1.4% annual
GDP growth in the euro zone this
year and 1.2% next year are likely to
be sharply lowered in December.

ECB executive-board member

Lorenzo Bini Smaghi said on Tues-
day that the bank anticipates euro-
zone growth will be flat or negative
until mid-2009, when a recovery
might start.

Slower growth should damp in-
flation, which is already declining,
and give the ECB more scope for fur-
ther rate cuts. The ECB joined the
U.S. Federal Reserve and four other
central banks in a coordinated half-
percentage-point cut on Oct. 8, and
reduced its key rate by another half-
point to 3.25% last week. Most ana-
lysts expect the ECB to make an-
other half-point cut to 2.75% in De-
cember, and many now predict the
bank’s key rate will be around or be-
low 2% by the middle of next year.

Many German banks did invest
heavily in U.S. mortgage-related se-
curities and other risky assets
abroad, and the international bank-
ing crisis forced the German govern-
ment last month to launch a banking
bailout fund of up to Œ500 billion
($624 billion).

But financial-sector woes aren’t
what’s ailing the German economy
as a whole, economists say. So far,
only 2% of German companies say
they’ve been turned down for a loan
recently, and only 23% say their
banks are imposing stricter loan
terms, according to the German

Chambers of Industry and Com-
merce. Instead, demand for loans is
fading because firms are cutting
their investment plans, Bundesbank
figures on bank lending show.

At HAWE Hydraulic, a maker of
industrial pumps and valves based
in Munich, orders have suddenly
turned “very weak” in the last three
months, says owner and Chief Execu-
tive Karl Haeusgen. After HAWE’s
sales rose 28% in 2007—the last
year of Germany’s export
boom—Mr. Haeusgen sees a risk of a
drop in sales in 2009.

China is among the company’s
most difficult markets, along with
struggling Southern European econ-
omies Italy and Spain, Mr. Haeusgen
says. Sales in Germany are stable,
but 60% of the company’s produc-
tion is for export.

While Germany’s labor market
has barely felt the impact of the
downturn yet, economists believe a
return to rising unemployment, Ger-
many’s biggest economic headache
earlier this decade, is just around
the corner.

Car makers BMW AG and Daim-
ler AG have announced temporary
production stoppages at some facto-
ries, as has auto-parts maker Rob-
ert Bosch AG. The government is of-
fering more generous benefits for
staff working unusually short shifts
at troubled companies. Instead of
full-blown layoffs, Bosch is asking
employees to work shorter hours,
sometimes for lower pay, and it isn’t
renewing contracts for temporary
workers.

Some firms, however, are start-
ing to announce large job cuts.
Heidelberger Druckmaschinen AG,
the world’s biggest printing-press
maker by sales, said on Oct. 30 that it
is thinking of cutting up to 1,900 staff
in Germany, out of a total work force
of 13,000 in its home country. “In re-
cent months and weeks we’ve have
large falls in orders,” says company
spokesman Hans-Dieter Siegfried.
 —Joellen Perry

and Mike Esterl in Frankfurt
contributed to this article.
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Growing dependence
Germany’s exports as percentage
of gross domestic product

Sources: RBS; Bundesbank
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Lukashenko heaped
criticism on
leadership in both
Russia and the West.

Boeing expects
weapons scrutiny
by Obama camp
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Telenor fears for stake in Russian telecom
Siberian court is key
as dispute continues
over cellphone firm
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Telecom tension
Telenor has been at odds with its
Russian partners in Vimpelcom
for several years.
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LEADING THE NEWS

By Gregory L. White

MOSCOW—Norway’s Telenor
ASA fears that a Siberian court next
week could threaten its hold on a
big stake in Russia’s No. 2 mobile-
phone company amid growing com-
plaints by foreign investors that Rus-
sian companies are abusing their
power.

The investors’ alarm comes as
Russia’s stock market has gone from
being one of the world’s best per-
formers to one of the worst, falling
66% this year. Russian shares fell
again Thursday. The MICEX index
dropped 7.6% after prices for Rus-
sian crude oil, a vital export, fell be-
low the $50 a barrel for the first
time in more than a year. That
added to fears about the govern-
ment’s ability to meet its generous
spending pledges and avoid a deval-
uation of the ruble. Regulators’ fre-

quent suspensions of trading amid
sharp price declines have only deep-
ened investor concerns.

“The perfect storm keeps get-
ting more perfect,” said Peter Hallo-
ran, head of Pharos Capital, a Mos-
cow investment fund.

Investors say Russian tycoons
who control two electricity compa-
nies are taking advantage of court
rulings to avoid making good on
promises made before the financial
crisis to buy out minority sharehold-
ers. Investors’ lawyers question the
legality of the court decisions.

Meanwhile, a takeover battle at
OAO Norilsk Nickel has led minor-
ity shareholders to accuse manage-
ment of favoring the interests of the
miner’s largest shareholder, a bil-
lionaire who bankers say is
squeezed for cash. Norilsk denies
any favoritism.

Some foreign investors say the
conflicts will undermine the govern-
ment’s efforts to shore up the mar-
kets with a $200 billion bailout.

“They’re trying to put out the
fire on the second floor, but this is
taking the foundation out from un-
der them,” said Alexander Branis,

chief investment officer at Prosper-
ity Capital Management, a longtime
investor in Russia. “These prece-
dents will be in people’s minds for a
long time.”

In the Telenor case, lawyers for
the Oslo-based telecommunications
company said they fear that the
Eighth Arbitrage Appellate Court in
Omsk on Tuesday could rule against
Telenor in a case involving Tele-
nor’s 29.9% stake in Russia’s OAO
Vimpel Communications. If Tele-

nor loses, a $2.8 billion judgment
against the company would come
into effect, likely leading to the sei-
zure of Telenor’s stake as security,
lawyers said.

Telenor has been engaged in a
long-running fight with Russian
partner Altimo, the telecom unit of
Alfa Group, over the direction of
Vimpelcom, Russia’s second-big-
gest cellphone company by subscrib-
ers, after OAO Mobile Telesystems.
The sides have traded accusations
of bad faith and dirty tricks and
filed suits in courts from Russia to
the U.S.

Telenor has said Alfa is behind
the Omsk suit. Alfa, which is con-
trolled by billionaire Mikhail Frid-
man, denies the allegation. The suit
was brought by Farimex Products
Ltd., an offshore company in the
British Virgin Islands that owns a
small stake in Vimpelcom and ac-
cused Alfa and Telenor of harming
the company with their dispute
over an acquisition in Ukraine two
years ago. A lower court dropped
the claim against Alfa, but found Te-
lenor liable.

The Omsk court late last month

froze Alfa’s and Telenor’s Vimpel-
com stakes. The order appeared to
prevent Western creditors from
seizing Alfa’s shares, which they
claimed as collateral for a loan on
which Alfa had defaulted. But
within two days, Alfa got a govern-
ment loan to pay off the foreign lend-
ers. The court lifted the freeze on Al-
fa’s shares shortly thereafter.

“That makes us very worried
about the outcome” next week, said
Telenor spokesman Dag Melgaard.

Alfa executives say they worked
to have the freeze lifted as soon as it
was issued.

This week, Alfa released what it
said appeared to be evidence of
eavesdropping on Altimo, calling on
Telenor to investigate. Telenor dis-
missed the allegations, saying they
were largely falsified.

Alfa has a history of tensions
with some of its foreign partners.
The latest flare-up came with BP
PLC this summer over their TNK-BP
Ltd. joint venture, where the BP-
backed chief executive was forced
out of Russia under pressure by reg-
ulators.
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Evolution hires director
from Lehman fixed income

GLG warns staff of cuts
Hedge fund needs
to lower its cost base
but still keep talent

Prepare for the ax
GLG Partners’s year-to-date share
performance on the New York 
Stock Exchange

Thursday’s midday price: $2.64
Year-to-date change: down 81%

Source: Thomson Reuters Datastream
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Fiat ex-CEO Cantarella
signs up for Advent
By Cardiff de Alejo Garcia

NEW YORK—Advent Interna-
tional Corp. hired the former chief
executive of Fiat SpA to be an oper-
ating partner after the interna-
tional private-equity firm made
several acquisitions in recent
months despite the downturn in
private equity this year.

Paolo Cantarella, formerly the
chief executive of the Italian car
maker from 1996 to 2002, has
joined mid-market private-equity
firm Advent International’s roster
of more than 50 operating part-
ners. Mr. Cantarella has also been
a director of Polaroid Holding Co.
since July 2003.

According to a statement, Ad-
vent, based in Boston, now has
more than 50 high-level industrial-
ists serving as operating partners.
The partners are meant to help the

company find investment opportu-
nities, assist with due diligence
and advise on the strategy of Ad-
vent’s portfolio companies.

“Paolo is a very well respected
Italian industrialist whose exten-
sive global experience in the indus-
trial sector will be invaluable to
Advent’s investment strategy
both in Europe and across our in-
ternational network,” said Conor
Boden, head of portfolio board de-
velopment.

As attractively priced debt has
become more difficult to find dur-
ing the credit crisis, the market
for private-equity deals has
slowed, especially for larger deals
of more than $1billion, according
to investment-banking data pro-
vider Dealogic. But since Septem-
ber, Advent has announced four ac-
quisitions and raised 60 billion
yen ($550 million) for its first Jap-
anese private-equity fund.

Three of the acquisitions were
in Latin America, including the
first ever buyout in the Dominican
Republic. More recently, Advent
agreed to buy the card-processing
activities of Experian France. It
didn’t disclose the value of the
transaction. Advent has raised a
total of $24 billion in private-eq-
uity capital, and has investments
in roughly 40 countries.

By Duncan Kerr

Evolution Securities Ltd. hired a
former managing director in Leh-
man Brothers Holdings Inc.’s Euro-
pean fixed-income business, as the
U.K. investment bank expands into a
sector in which most of its bigger ri-
vals are cutting back.

Guy Cornelius, one of the most se-
nior European fixed-income sales-
men at the collapsed U.S. broker
with responsibility for some its big-
gest institutional and hedge-fund
clients, joins Evolution as head of
fixed-income to drive its agency-
trading and sales operations.

Evolution has run a fixed-income
agency business for some time but
it is aiming to strengthen trading
and sales in U.K. government debt,
or gilts, investment-grade asset-
backed bonds and “illiquids,” such
as permanent interest-bearing
shares.

The firm plans to add as many as
four new staff to the division in the
next few months across trading,
sales, origination and research, ac-
cording to Andrew Umbers, chief ex-
ecutive of Evolution, who said the
move mirrored the direction fixed-
income markets are going.

He added that “the current eco-

nomic environment presents a sig-
nificant opportunity to create a
strong new fixed-income business,”
and that Evolution, with a robust
balance sheet, hasn’t had the same
financial constraints as many of the
“traditional players.”

Mr. Cornelius joined Lehman in
2006 as a managing director in Euro-
pean senior-client-relationship
management after 11 years with

UBS, where he was most recently
head of European distribution and
co-head of fixed-income sales.

Most of Lehman Brothers’s se-
nior European fixed-income staff
have joined Nomura Holdings Inc.,
the Japanese broker which last
month completed the acquisition of
Lehman’s investment banking and
equities divisions. Nomura named
its new co-heads of European fixed-
income this week.

Most of Lehman’s
senior fixed-income
staff in Europe went
on to join Nomura

By William Hutchings

GLG PARTNERS LP, a U.K. hedge-
fund manager with a New York
listing, has told its employees

to expect layoffs after its assets under
management dropped by a third and
most of its funds registered losses.

The firm, which employed 350
staff at the beginning of this year, ac-
cording to its year-end filings with
the U.S. Securities and Exchange Com-
mission, told staff last week they
should expect job cuts, according to a
person close to the company.

GLG declined to comment. But it
told shareholders in a statement
broadcast Monday on the Web that it
was reviewing the expenses of the
whole company. At the same time, it
is keen to retain its best staff and take
advantage of the turmoil in the finan-
cial-services industry by hiring oppor-
tunistically and selectively. It is re-
ceiving many inquiries from hopeful
job candidates, according to another
person close to the firm.

The asset-management industry
is laying off staff in response to falling
revenue and a deteriorating outlook.
Money under management has

dropped because of market declines
and redemptions from retail inves-
tors that are expected to continue
into next year.

Mainstream asset managers
Schroders, Henderson Global Inves-
tors, Legg Mason and Fidelity have be-
gun to consider or implement job cuts
in the past few weeks. That pressure
is also being felt at some hedge funds.
The European arm of SAC Capital Ad-
visors, a $16 billion Connecticut
hedge fund, saw six analysts leave
last month.

Most hedge-fund managers have
recorded losses so far this year, which
means they haven’t received perform-
ance fees. The falling value of their as-
sets, as a result of investment losses
and, increasingly, investor redemp-
tions, means their management fee in-
come is also falling.

Hedge-fund managers’ largest sin-
gle expense is generally the compen-
sation cost of their investment staff.
This is often structured to give staff a
bonus when their funds are perform-

ing well. However, when their funds
are losing money, their employers
will still make payments to them, to
encourage them to stay.

GLG said in its third quarterly re-
view: “In order to retain our invest-
ment professionals during periods of
poor performance, we may have to
pay our investment professionals sig-
nificant amounts, even if we earn low
or no performance fees. In these cir-
cumstances these payments may rep-
resent a larger proportion of our reve-
nues than historically.”

GLG said this week its net assets
under management had fallen from
$23.7 billion at the end of June to
$17.3 billion at the end of September.

Many of its hedge funds have
made investment losses this year. Its
emerging-markets hedge fund, which
by the start of the year had grown to
become the firm’s largest with $3.2
billion, was down 30.29% for the year
to the end of September, investors
say. Its market-neutral fund was
down 16.33% to the end of August.
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Bright side of the downturn: bargains
As consumers pull back in U.S., more deals on designer duds, other luxuries crop up in off-price or online outlets

Discounters like T.J. Maxx in the U.S. are stocking some of the best selections of
apparel, accessories and electronic goods—at some of the best prices.

By Miguel Bustillo

And Ann Zimmerman

The U.S. economy couldn’t have
tanked at a better time for Wal-
Mart Stores Inc., which on Thurs-
day reported a 9.8% rise in quarterly
earnings, underscoring the benefits
the discount king is reaping from
bargain-hunting consumers.

The nation’s economic misery
plays into Wal-Mart’s strengths: un-
matched market clout that allows it
to drive down prices and undercut
competitors.For every$1spentinthe
U.S. in the past year on goods other
than cars, 8.2 cents was forked over
to a cashier at Wal-Mart or its Sam’s
Club unit, according to Mike Neimira,
chief economist at the International
Council of Shopping Centers.

Arguably, the world’s largest re-
tailer wields more power than ever
as it seizes the chance to grab an
even greater share of consumer
spending, boosting its stature as a
customer without equal in the glo-
bal marketplace.

But even Wal-Mart isn’t immune
to the chaos in the world economy,
with signs emerging Thursday that
the volatility is taking a toll on the
Wal-Mart juggernaut. The company
warned that currency fluctuations
were beginning to blunt progress in
its international business, and it
slightly lowered its fourth-quarter
profit estimate by six cents a share,
to between $1.03 and $1.07. It also
tweaked its annual earnings fore-
cast, which it had raised in August,
to a range of $3.42 to $3.46, down
from $3.43 to $3.49.

Still, in a period of economic up-
heaval, Wal-Mart was able to claim a
net sales increase of 7.5% to $97.63
billion during the fiscal third quar-
ter ended Oct. 31. At stores open at
least a year, sales rose 3%—twice as
much as a year before, and far better
than nearly every other American re-
tailer. Earnings for the quarter rose
to $3.14 billion, or 80 cents a diluted
share, up from $2.86 billion, or 70
cents a share, a year earlier.

Amid rising U.S. unemployment,
Wal-Mart boasted that it had hired
33,000 new employees in the 12
months prior to October, bringing its
U.S. work force to roughly 1.5 million.

“Our balance sheet is actually
stronger today than a year ago. If you
think of the environment we are in,
there are very few people who can
say that,” said Thomas Schoewe,
Wal-Mart’s chief financial officer.

Wal-Mart is using its advantage
to accelerate what it hopes will be a
permanent turnaround in a tar-
nished image and a slowing busi-
ness. The goal: to hold onto its gains
even when the economy improves
and its customers begin trading
back up to trendier rivals like Target
Corp. and Whole Foods Market Inc.

That’s no sure thing. A big part of
Wal-Mart’s improvement in sales
this year came from the transitory
impact of government stimulus
checks and higher food prices, both
of which have begun to fade.

The Bentonville, Ark., retailer
has gained share by beefing up its
electronics section and adding exclu-
sive teen apparel brands like LEI
jeans. But it remains vulnerable to

the same slump in sales of big-ticket
items that led Best Buy Co., the na-
tion’s No.1 electronics retailer, to
warn of steeply lower profits in the
coming months.

And when the economy eventu-
ally improves, lifting its rivals, Wal-
Mart will still be facing one of its big-
gest problems: the lack of a growth
engine that can propel expansion
the way its enormous U.S. super-
centers did through the last decade
and a half.

With limited growth prospects
in the U.S., which comprises 70% of
the company’s revenues, Wal-Mart
is shifting attention internationally.
Over the next five years, it plans to
move two-thirds of capital expendi-
tures to high-growth markets such
as Brazil and China.

Wal-Mart’s has had a checkered
history with its foreign forays, mak-
ing the move a riskier bet. That was
evident again on Thursday when the
company reported that while it was
notching strong same-store sales in
the U.S., including a 4.5% quarterly
boost in its Sam’s Club warehouse
business, its Japanese store sales
were down 3% from a year earlier.

All told, though, the economic
slowdown has proved a lucky break
for Wal-Mart, which managed to
beat analysts’ estimates with its fis-
cal-third-quarter earnings.

Just two years ago, the discount
retailer appeared to have lost its
way after some disastrous efforts to
attract more upscale customers,
and a long string of bad publicity. La-
bor unions accused Wal-Mart of pro-
viding sub-par wages and benefits

to its workers. Lawsuits accused
Wal-Mart of unfair and discrimina-
tory work practices, such as forcing
employees to work through lunch
breaks without pay.

Wal-Mart also began experienc-
ing slowing U.S. sales after reaching
what analysts viewed as a saturation
point with its supercenters. Over-
seas, Wal-Mart admitted defeat after
years of struggles in South Korea
and Germany, but continued pushing
ahead in Japan, though profits in the
second-largest market behind the
U.S. continued to elude it.

About 18 months ago, Wal-Mart
forged a plan to turn things around.
It slowed new store growth in the

U.S. and returned to its low-cost
roots with a vengeance. It began
doggedly executing a turnaround
plan featuring a sunny new logo, a
focus on environmental correct-
ness, an emphasis on tidier stores,
and a measured mix of free-trade Ar-
gentine wines and high-definition
videogames to go along with the dia-
pers and dog food.

“We have always been the price
leader, that’s not new,” Eduardo
Castro-Wright, the head of Wal-
Mart’s U.S. operations, said in an in-
terview. “But the products we now
carry, the way we present them, the
in-store experience—that is chang-
ing dramatically.”

Thrifty consumers help push Wal-Mart’s profit up 9.8%

By Jennifer Saranow

And Christopher Lawton

Financial markets are in the
tank, and major economies are
grinding to halt—a great time, it
turns out, to shop.

IntheU.S., shoppers canfind abo-
nanza of deals on everything from
Prada shoes to premium jeans and
smart phones. Discounters like T.J.
Maxx and Overstock.com and outlet
stores like Saks Fifth Avenue Off
Fifth are allstocking someof the best
selections of apparel, accessories
and electronic goods—at some of
the best prices—due to the sharp fal-
loff in consumer spending that has
forced full-price stores to unload ex-
cess inventory.

Shoppers like Kristle Bonfield, a
23-year-old nurse technician and
regular T.J. Maxx customer, have no-
ticed the difference. The store she
frequents in New York has lately
been stocking a wider selection of
high-end jeans from labels such as
True Religion, Joe’s Jeans and Pa-
per Denim & Cloth, she says. Ms.
Bonfield says she was able to pick
up a pair of 7 for All Mankind jeans
for about $80 that she later saw at
Bloomingdale’s for more than $200.

Kimberly Greenberger, an analyst
at Citigroup Inc., expects the deals to
only get better into next year if con-
sumerspending staysweak,as indus-
try watchers are expecting. In a sur-
veyof1,000peopleearlierthis month
by America’s Research Group, nearly
half of the respondents who said they
have shopped at luxury stores in past

Christmas seasons say they won’t be
shopping at those stores this year—
meaning more merchandise could be
headed to off-price stores, online dis-
counters and outlet stores.

Overstock.com, an online dis-
counter based in Salt Lake City, will
be selling items at 15% to 45% off full
retail price for the holidays. Even
now a gray crocodile-embossed tote
bag from Yves Saint Laurent sells for

$1,300 on the site, a discount of 31%
from the retail price of about $1,900.
Since mid-September, the company
has been snapping up high-end ap-
parel, boots, shoes and handbags
from brands such as Prada, Gucci and
Jimmy Choo that it has never carried
before. Its inventory of shoes alone
has swelled to 55,000 pairs from
fewer than 2,000 before September.

Retail Ventures Inc.’s DSW

stores are offering up to 75% off de-
signer shoes from brands like Ralph
Lauren and Sergio Rossi, compared
with discounts of up to 50% last year,
while Loehmann’s recently adver-
tised a “big fashion event,” with dis-
counts of up to 70% off on apparel
from designers, including Nanette
Lepore and Marc by Marc Jacobs.

“We are really seeing more and
better brands across the board, in all
categories of apparel, accessories,
footwear, bath and body, and home
fashions,” says Sherry Lang, spokes-
woman for TJX Cos., which owns T.J.
Maxx and Marshalls stores, two of
the largest off-price retailers.

Rival Ross Stores Inc. has also
“been able to take advantage of an in-
creased supply of better merchan-
dise, including getting some new
brands in our stores,” says spokes-
woman Bobbi Chaville. And Stein
Mart Inc., which recently rolled out a
premiumjeanssectioninall itsstores,
says it now carries at least half a
dozen premiumjeans brands,upfrom
one or two last year.

Many of the stores generally
won’t name thenew brands for fearof
being cut off by the labels, which face
a delicate balancing act in times like
these. The ability of designer brands
to command high prices depends on
theirimageasluxuryitemssoldexclu-
sivelyathigh-endstores.Butiforders
are canceled or the goods don’t sell
once they hit a store, the labels often
show up in “off-price” stores.

Shopping at off-price retailers,
of course, isn’t easy. Most of the
stores try to create a treasure-hunt

atmosphere that requires sorting
through racks crammed with a jum-
ble of brand names. And some of the
merchandise is so picked over that
it is damaged, like a Vince cashmere
cardigan with a hole near the collar
that was being offered recently by
T.J. Maxx for $149.99.

Maria Elena Friskel, a retiree
from Kansas City, Kansas, and a reg-
ular shopper at B&H Factory Out-
let Inc. on eBay Inc., likes the fact
that the site starts bidding on all
dresses at just 99 cents. Last
month, she purchased a Calvin
Klein velvet evening dress that was
originally priced at $198 for just
$25, a price that included shipping.

Today’s deals aren’t limited to
fashion. Dyscern LLC, an Amazon.
com and eBay seller of handheld
electronics, says it is now getting
good prices on MP3 players, smart
phones and portable DVD players
that have been returned to big-box
electronics stores. Dyscern then
passes along the savings to consum-
ers. For example, a Palm Inc. Treo
smart phone, which retails nor-
mally for $579, is selling for $189
on the site, a discount of 67%.

And TigerDirect.com, a unit of
Systemax Inc., has been snapping up
TVs, laptops and LCD monitors from
manufacturers in the past three to
four weeks, in part because of big
box retailers canceling orders, says
Chief Executive Gilbert Fiorentino.
Such deals, at savings of up to 20%
off retail prices, can be found near
the bottom of the Web site under
the “e-deals” section .

Wal-Mart has benefited from its low-price position as households trim budgets and
shoppers seek bargains.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 40.70 $28.67 2.49 9.51%
Alcoa AA 29.70 11.20 1.03 10.13%
AmExpress AXP 44.10 20.78 0.73 3.64%
BankAm BAC 186.60 17.10 0.10 0.59%
Boeing BA 12.80 43.16 0.64 1.51%
Caterpillar CAT 16.00 39.41 4.33 12.34%
Chevron CVX 24.70 75.71 8.43 12.53%
Citigroup C 263.70 9.45 –0.19 –1.97%
CocaCola KO 16.80 46.28 2.45 5.59%
Disney DIS 21.60 21.65 1.49 7.39%
DuPont DD 11.90 29.29 2.08 7.64%
ExxonMobil XOM 61.90 75.41 6.48 9.40%
GenElec GE 290.20 16.86 0.57 3.50%
GenMotor GM 48.50 2.95 –0.13 –4.22%
HewlettPk HPQ 35.70 31.71 0.57 1.83%
HomeDpt HD 25.90 22.23 2.43 12.27%
Intel INTC 135.20 14.43 0.91 6.73%
IBM IBM 13.40 84.21 4.47 5.61%
JPMorgChas JPM 67.50 37.19 2.62 7.58%
JohnsJohns JNJ 24.10 62.90 4.98 8.60%
KftFoods KFT 21.20 28.11 1.06 3.92%
McDonalds MCD 14.10 56.25 2.23 4.13%
Merck MRK 17.60 28.53 1.81 6.77%
Microsoft MSFT 139.00 21.25 0.95 4.68%
Pfizer PFE 57.50 16.73 0.90 5.69%
ProctGamb PG 26.30 65.05 3.20 5.17%
3M MMM 9.90 64.43 4.99 8.40%
UnitedTech UTX 10.50 52.28 3.27 6.67%
Verizon VZ 22.70 31.14 2.18 7.53%
WalMart WMT 35.10 54.93 2.31 4.39%

Dow Jones Industrial Average P/E: 18
LAST: 8835.25 s 552.59, or 6.67%

YEAR TO DATE: t 4,429.57, or 33.4%

OVER 52 WEEKS t 4,274.80, or 32.6%

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

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

JPMorgan $1,697 5.6% 28% 13% 53% 7%

UBS 1,648 5.4% 24% 19% 55% 2%

Credit Suisse 1,522 5.0% 28% 23% 44% 6%

Deutsche Bank 1,457 4.8% 19% 23% 52% 7%

Citi 1,439 4.7% 20% 22% 50% 8%

Merrill Lynch 1,420 4.7% 29% 15% 55% 1%

Morgan Stanley 1,397 4.6% 32% 13% 52% 3%

Goldman Sachs 1,382 4.6% 31% 10% 56% 3%

RBS 1,031 3.4% 14% 31% 14% 40%

Source: Dealogic

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

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

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

Essent  86 –5 –3 10 Valeo 421 41 85 51

Nuon 81 –3 –2 9 Contl  619 46 160 123

Daily Mail & Gen Tr  549 –3 9 106 Holcim  415 51 62 173

Deutsche Telekom  155 –1 –17 24 Carlsberg Breweries  402 53 94 106

Deutsche Bahn  85 –1 16 19 HeidelbergCement 1361 56 340 674

Electricite de France 115 –1 8 8 Hanson 950 70 334 452

Diageo  82 –1 7 22 Seat Pagine Gialle  1431 73 215 80

Bayer  95 –1 2 26 FCE Bk  1450 79 250 –385

Natixis 232 –1 –6 –23 Thomson 1573 80 89 552

Fortis  306 –1 7 6 Nielsen 942 80 171 158

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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

GDF Suez France Multiutilities $93.4 33.90 4.97% –11.6% 32.9%

Siemens Germany Electronic Equipment 48.2 41.95 4.67 –57.5 –34.7

Banco Santander Spain Banks 65.0 6.62 4.42 –51.8 –33.7

UniCredit Italy Banks 32.7 1.95 4.01 –65.4 –62.7

Total France Integrated Oil & Gas 120.7 40.50 3.08 –25.8 –23.3

Barclays U.K. Banks $19.0 1.58 –6.24% –69.5 –73.1

Soc. Generale France Banks 28.4 38.20 –6.10 –61.1 –58.6

Royal Bk of Scot U.K. Banks 12.9 0.53 –6.07 –86.0 –88.7

UBS Switzerland Banks 37.1 15.08 –4.86 –68.9 –71.6

Deutsche Bk Germany Banks 16.3 24.51 –3.16 –71.3 –69.8

...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

Deutsche Telekom 62.8 11.45 3.01% –22.5% –19.9%
Germany (Mobile Telecommunications)
France Telecom 63.3 19.27 2.75 –24.3 –8.5
France (Fixed Line Telecommunications)
ABB 24.9 12.79 2.73 –58.7 20.0
Switzerland (Industrial Machinery)
Roche Hldg Pt. Ct. 100.2 170.30 2.28 –15.0 –9.7
Switzerland (Pharmaceuticals)
L.M. Ericsson Tel B 19.6 52.40 2.14 –43.8 –60.9
Sweden (Telecommunications Equipment)
Tesco 38.3 3.29 2.11 –31.7 7.2
U.K. (Food Retailers & Wholesalers)
Daimler 27.9 23.00 2.04 –66.3 –46.6
Germany (Automobiles)
Intesa Sanpaolo 35.6 2.39 2.03 –53.6 –40.6
Italy (Banks)
ENI 86.0 17.09 2.03 –27.5 –26.0
Italy (Integrated Oil & Gas)
Vodafone Grp 107.1 1.24 1.80 –35.6 –2.7
U.K. (Mobile Telecommunications)
ArcelorMittal 29.8 16.38 1.74 –66.3 ...
Luxembourg (Iron & Steel)
Astrazeneca 61.1 28.37 1.68 28.7 9.4
U.K. (Pharmaceuticals)
Telefonica 87.1 14.73 1.59 –34.9 19.6
Spain (Fixed Line Telecommunications)
Novartis 128.2 57.90 1.49 –2.9 –18.2
Switzerland (Pharmaceuticals)
BASF 30.6 25.72 1.26 –43.5 –15.9
Germany (Commodity Chemicals)
Unilever 40.1 18.59 1.23 –22.5 –2.4
Netherlands (Food Products)
Assicurazioni Genli 34.0 19.20 1.05 –38.8 –18.9
Italy (Full Line Insurance)
Rio Tinto 40.5 25.70 0.94 –52.6 8.0
U.K. (General Mining)
BNP Paribas 52.9 46.20 0.94 –36.5 –30.1
France (Banks)
Sanofi-Aventis 78.9 47.75 0.92 –20.8 –30.1
France (Pharmaceuticals)

British Amer Tob 50.8 16.95 0.83% –5.9% 29.9%
U.K. (Tobacco)
Banco Bilbao Vizcaya 39.1 8.31 0.73 –50.7 –44.2
Spain (Banks)
Iberdrola 35.1 5.59 0.72 –51.6 –0.4
Spain (Conventional Electricity)
E.ON 70.2 27.90 0.54 –37.8 11.7
Germany (Multiutilities)
Bayer 38.6 40.23 0.47 –26.2 22.0
Germany (Specialty Chemicals)
SAP 42.8 27.34 0.18 –21.5 –23.8
Germany (Software)
Royal Dutch Shell 85.1 19.10 0.05 –30.2 –27.1
U.K. (Integrated Oil & Gas)
Nestle 144.5 45.02 0.04 –18.2 13.5
Switzerland (Food Products)
Nokia 49.3 10.33 –0.19 –60.7 –29.3
Finland (Telecommunications Equipment)
Diageo 37.4 9.01 –0.22 –17.5 6.0
U.K. (Distillers & Vintners)
Koninklijke Philips 17.7 13.43 –0.22 –53.8 –41.2
Netherlands (Consumer Electronics)
HSBC Hldgs 123.8 6.96 –0.64 –19.1 –25.9
U.K. (Banks)
BP 144.2 4.71 –1.10 –19.6 –26.1
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 102.2 12.08 –1.39 0.3 –19.9
U.K. (Pharmaceuticals)
Credit Suisse Grp 29.9 31.52 –1.50 –54.0 –48.9
Switzerland (Banks)
AXA 36.1 13.93 –1.66 –49.5 –43.2
France (Full Line Insurance)
BHP Billiton 30.6 9.27 –2.32 –42.0 7.9
U.K. (General Mining)
Anglo Amer 24.8 12.48 –2.42 –61.2 –32.0
U.K. (General Mining)
ING Groep 19.8 7.57 –2.58 –71.8 –72.2
Netherlands (Life Insurance)
Allianz SE 30.6 53.80 –3.03 –62.4 –55.2
Germany (Full Line Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage 72.69% -0.31% -0.4% -46.1% -46.6%
Merger Arbitrage 132.95% -0.07% -0.1% -7.7% -8.3%
Event Driven 120.57% 0.05% 0.0% -19.5% -19.4%
Distressed Securities 125.80% -0.35% -0.3% -28.7% -29.9%

*Estimates as of 11/11/08, 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 1.58 98.27% 0.01% 1.91 1.18 1.41

Eur. High Volatility: 10/1 3.39 95.04 0.02 4.06 2.16 2.93

Europe Crossover: 10/1 8.37 90.43 0.06 9.20 5.74 7.32

Asia ex-Japan IG: 10/1 3.52 93.67 0.02 6.63 1.99 3.48

Japan: 10/1 2.43 95.73 0.02 3.23 1.58 2.21

 Note: Data as of November 12

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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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.

3.69% 9 World -a % % 160.01 –1.30% –47.0% 5.78% 11 U.S. Select Dividend -b % % 568.82 0.50% –33.7%

2.98% 12 Global Dow 1059.10 –1.59% –40.0% 1413.75 –1.22% –48.4% 4.60% 13 Infrastructure 1290.20 –0.54% –29.7% 1545.99 –0.18% –39.6%

4.69% 9 Stoxx 600 204.10 –0.56% –44.2% 191.57 –0.19% –52.1% 2.54% 7 Luxury 605.70 –0.56% –45.9% 641.13 –0.86% –53.8%

4.80% 9 Stoxx Large 200 223.00 –0.40% –43.4% 208.18 –0.04% –51.4% 14.43% 2 BRIC 50 252.10 –2.88% –54.7% 300.07 –3.17% –61.3%

3.93% 9 Stoxx Mid 200 172.10 –1.24% –46.9% 160.67 –0.87% –54.4% 7.67% 3 Africa 50 635.20 –1.04% –41.8% 503.31 –1.33% –50.3%

4.54% 8 Stoxx Small 200 105.20 –1.52% –50.2% 98.17 –1.16% –57.2% 11.36% 5 GCC % % 1428.62 –3.89% –46.3%

4.78% 8 Euro Stoxx 223.50 0.57% –45.6% 209.83 0.94% –53.2% 4.40% 9 Sustainability 678.60 –1.74% –39.8% 720.10 –1.38% –48.3%

4.88% 8 Euro Stoxx Large 200 240.80 0.78% –45.6% 224.64 1.15% –53.3% 2.99% 10 Islamic Market -a % % 1365.66 –0.85% –42.6%

4.10% 9 Euro Stoxx Mid 200 200.10 –0.50% –44.6% 186.61 –0.14% –52.4% 3.26% 9 Islamic Market 100 1502.10 –0.71% –26.9% 1615.67 –0.34% –37.2%

4.72% 8 Euro Stoxx Small 200 119.40 –0.38% –47.4% 111.29 –0.01% –54.8% 6.51% 5 Islamic Turkey -c 1795.10 –2.35% –39.8% % %

9.99% 5 Stoxx Select Dividend 30 1245.50 –3.13% –58.3% 1339.70 –2.77% –64.2% 2.95% 12 Wilshire 5000 % % 8529.54 –0.08% –41.8%

8.25% 5 Euro Stoxx Select Div 30 1360.20 0.15% –56.8% 1468.69 0.52% –62.9% % DJ-AIG Commodity 134.70 –0.46% –20.7% 122.99 –0.09% –31.8%

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

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

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

Australia 1.5558 2.3033 1.3012 0.1949 0.0565 0.2214 0.0162 0.4006 1.9539 0.2624 1.2642 ...

 Canada 1.2307 1.8220 1.0293 0.1542 0.0447 0.1751 0.0128 0.3169 1.5456 0.2076 ... 0.7910

 Denmark 5.9289 8.7774 4.9587 0.7429 0.2154 0.8436 0.0617 1.5265 7.4457 ... 4.8175 3.8108

 Euro 0.7963 1.1788 0.6660 0.0998 0.0289 0.1133 0.0083 0.2050 ... 0.1343 0.6470 0.5118

 Israel 3.8840 5.7501 3.2484 0.4867 0.1411 0.5526 0.0404 ... 4.8777 0.6551 3.1559 2.4964

 Japan 96.0400 142.1824 80.3245 12.0336 3.4888 13.6648 ... 24.7271 120.6118 16.1988 78.0369 61.7297

 Norway 7.0283 10.4050 5.8782 0.8806 0.2553 ... 0.0732 1.8096 8.8265 1.1854 5.7108 4.5174

 Russia 27.5281 40.7540 23.0235 3.4492 ... 3.9168 0.2866 7.0876 34.5712 4.6431 22.3678 17.6937

 Sweden 7.9810 11.8155 6.6750 ... 0.2899 1.1356 0.0831 2.0548 10.0229 1.3461 6.4849 5.1298

 Switzerland 1.1957 1.7701 ... 0.1498 0.0434 0.1701 0.0124 0.3078 1.5016 0.2017 0.9715 0.7685

 U.K. 0.6755 ... 0.5649 0.0846 0.0245 0.0961 0.0070 0.1739 0.8483 0.1139 0.5489 0.4342

 U.S. ... 1.4804 0.8364 0.1253 0.0363 0.1423 0.0104 0.2575 1.2559 0.1687 0.8125 0.6427

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 377.00 7.50 2.03% 799.25 258.50
Soybeans (cents/bu.) CBOT 894.00 –1.00 –0.11% 1,649.00 799.50
Wheat (cents/bu.) CBOT 558.75 5.25 0.95 1,275.00 518.00
Live cattle (cents/lb.) CME 91.725 unch. unch. 117.650 87.950
Cocoa ($/ton) ICE-US 1,948 21 1.09 3,228 1,884
Coffee (cents/lb.) ICE-US 114.95 –1.45 –1.25 181.60 110.10
Sugar (cents/lb.) ICE-US 11.42 –0.19 –1.64 15.85 9.89
Cotton (cents/lb.) ICE-US 41.86 0.11 0.26 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,480.00 –59 –3.83 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,340 24 1.82 1,706 979
Robusta coffee ($/ton) LIFFE 1,805 –20 –1.10 2,747 1,580

Copper (cents/lb.) COMEX 163.00 –3.15 –1.90 398.40 157.50
Gold ($/troy oz.) COMEX 705.00 –13.30 –1.85 1,048.00 437.00
Silver (cents/troy oz.) COMEX 880.00 –68.00 –7.17 2,155.00 601.00
Aluminum ($/ton) LME 1,915.00 3.00 0.16 3,340.00 1,912.00
Tin ($/ton) LME 13,750.00 –50.00 –0.36 25,450 11,200
Copper ($/ton) LME 3,650.00 25.00 0.69 8,811.00 3,625.00
Lead ($/ton) LME 1,328.00 61.00 4.81 3,490.00 1,160.00
Zinc ($/ton) LME 1,160.00 49.50 4.46 2,840.00 1,095.00
Nickel ($/ton) LME 10,650 –95 –0.88 33,600 9,000

Crude oil ($/bbl.) NYMEX 59.06 2.03 3.56 148.35 55.54
Heating oil ($/gal.) NYMEX 1.8985 0.0376 2.02 4.3193 1.8210
RBOB gasoline ($/gal.) NYMEX 1.3359 0.0533 4.16 3.5770 1.2570
Natural gas ($/mmBtu) NYMEX 6.477 –0.083 –1.27 14.546 0.117
Brent crude ($/bbl.) ICE-EU 56.24 1.72 3.15 150.25 52.80
Gas oil ($/ton) ICE-EU 574.25 –12.50 –2.13 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 13
Per In

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

Argentina peso-a 4.1575 0.2405 3.3105 0.3021

Brazil real 2.9067 0.3440 2.3145 0.4321
Canada dollar 1.5456 0.6470 1.2307 0.8125

1-mo. forward 1.5470 0.6464 1.2318 0.8118
3-mos. forward 1.5477 0.6461 1.2324 0.8115
6-mos. forward 1.5469 0.6465 1.2317 0.8119

Chile peso 801.23 0.001248 638.00 0.001567
Colombia peso 2922.08 0.0003422 2326.78 0.0004298
Ecuador US dollar-f 1.2559 0.7963 1 1
Mexico peso-a 16.4319 0.0609 13.0843 0.0764
Peru sol 3.9007 0.2564 3.1060 0.3220
Uruguay peso-e 29.701 0.0337 23.650 0.0423
U.S. dollar 1.2559 0.7963 1 1
Venezuela bolivar 2.70 0.370825 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9539 0.5118 1.5558 0.6428
China yuan 8.5771 0.1166 6.8298 0.1464
Hong Kong dollar 9.7337 0.1027 7.7507 0.1290
India rupee 61.1725 0.0163 48.7100 0.0205
Indonesia rupiah 14599 0.0000685 11625 0.0000860
Japan yen 120.61 0.008291 96.04 0.010412

1-mo. forward 120.50 0.008299 95.95 0.010422
3-mos. forward 120.15 0.008323 95.67 0.010453
6-mos. forward 119.67 0.008356 95.29 0.010494

Malaysia ringgit-c 4.5192 0.2213 3.5985 0.2779
New Zealand dollar 2.2470 0.4450 1.7892 0.5589
Pakistan rupee 100.531 0.0099 80.050 0.0125
Philippines peso 62.064 0.0161 49.420 0.0202
Singapore dollar 1.9026 0.5256 1.5150 0.6601
South Korea won 1750.65 0.0005712 1394.00 0.0007174
Taiwan dollar 41.660 0.02400 33.173 0.03015
Thailand baht 43.948 0.02275 34.995 0.02858

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

Euro zone euro 1 1 0.7963 1.2559
1-mo. forward 1.0014 0.9986 0.7974 1.2541
3-mos. forward 1.0021 0.9979 0.7980 1.2532
6-mos. forward 1.0025 0.9975 0.7983 1.2527

Czech Rep. koruna-b 25.138 0.0398 20.017 0.0500
Denmark krone 7.4457 0.1343 5.9289 0.1687
Hungary forint 270.61 0.003695 215.48 0.004641
Norway krone 8.8265 0.1133 7.0283 0.1423
Poland zloty 3.7646 0.2656 2.9977 0.3336
Russia ruble-d 34.571 0.02893 27.528 0.03633
Slovak Rep. koruna 30.3765 0.03292 24.1880 0.04134
Sweden krona 10.0229 0.0998 7.9810 0.1253
Switzerland franc 1.5016 0.6660 1.1957 0.8364

1-mo. forward 1.5009 0.6663 1.1951 0.8367
3-mos. forward 1.4978 0.6676 1.1927 0.8385
6-mos. forward 1.4940 0.6693 1.1896 0.8406

Turkey lira 2.0551 0.4866 1.6365 0.6111
U.K. pound 0.8483 1.1788 0.6755 1.4804

1-mo. forward 0.8491 1.1777 0.6761 1.4791
3-mos. forward 0.8491 1.1778 0.6761 1.4791
6-mos. forward 0.8495 1.1772 0.6764 1.4784

MIDDLE EAST/AFRICA
Bahrain dinar 0.4734 2.1125 0.3769 2.6530
Egypt pound-a 6.9480 0.1439 5.5325 0.1808
Israel shekel 4.8777 0.2050 3.8840 0.2575
Jordan dinar 0.8901 1.1235 0.7088 1.4109
Kuwait dinar 0.3403 2.9385 0.2710 3.6903
Lebanon pound 1885.03 0.0005305 1501.00 0.0006662
Saudi Arabia riyal 4.7113 0.2123 3.7515 0.2666
South Africa rand 13.1776 0.0759 10.4930 0.0953
United Arab dirham 4.6133 0.2168 3.6735 0.2722

SDR -f 0.8531 1.1722 0.6793 1.4722

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 600 204.08 –1.14 –0.56% –44.0% –44.2%

 9 DJ Stoxx 50 2133.28 –4.68 –0.22 –42.1% –42.2%

 8 Euro Zone DJ Euro Stoxx 223.54 1.26 0.57% –46.1% –45.6%

 9 DJ Euro Stoxx 50 2429.94 29.20 1.22 –44.8% –43.5%

 5 Austria ATX 1778.93 –90.98 –4.87 –60.6% –59.9%

 7 Belgium Bel-20 2062.82 5.36 0.26 –50.0% –49.8%

 7 Czech Republic PX 775.3 –50.2 –6.08 –57.3% –56.9%

 10 Denmark OMX Copenhagen 247.65 –1.11 –0.45 –44.8% –45.9%

 8 Finland OMX Helsinki 5635.39 –55.22 –0.97 –51.4% –52.4%

 7 France CAC-40 3269.46 35.50 1.10 –41.8% –41.2%

 11 Germany DAX 4649.52 28.72 0.62 –42.4% –39.4%

 … Hungary BUX 11845.25 62.28 0.53 –54.9% –55.3%

 2 Ireland ISEQ 2674.86 –55.75 –2.04 –61.4% –61.7%

 6 Italy S&P/MIB 20414 187 0.92 –47.1% –46.9%

 4 Netherlands AEX 249.96 0.71 0.28 –51.5% –50.7%

 6 Norway All-Shares 265.99 –0.04 –0.02 –53.3% –53.1%

 17 Poland WIG 26702.48 –888.11 –3.22 –52.0% –52.0%

 10 Portugal PSI 20 6527.69 17.02 0.26 –49.9% –50.3%

 … Russia RTSI 619.91 –15.03 –2.4% –72.9% –72.1%

 7 Spain IBEX 35 8740.6 93.8 1.08% –42.4% –44.4%

 15 Sweden OMX Stockholm 197.86 0.31 0.16 –43.8% –44.5%

 11 Switzerland SMI 5740.04 37.18 0.65 –32.3% –33.2%

 … Turkey ISE National 100 25099.98 –242.52 –0.96 –54.8% –54.1%

 8 U.K. FTSE 100 4169.21 –12.81 –0.31 –35.4% –34.4%

 9 ASIA-PACIFIC DJ Asia-Pacific 86.03 –4.24 –4.70 –45.6% –47.0%

 … Australia SPX/ASX 200 3697.3 –230.0 –5.86 –41.7% –43.4%

 … China CBN 600 14881.72 589.60 4.13 –64.1% –61.2%

 8 Hong Kong Hang Seng 13221.35 –717.74 –5.15 –52.5% –54.0%

 10 India Sensex 9536.33 Closed –53.0% –51.8%

 … Japan Nikkei Stock Average 8238.64 –456.87 –5.25 –46.2% –46.5%

 … Singapore Straits Times 1755.47 –28.54 –1.60 –49.3% –49.3%

 11 South Korea Kospi 1088.44 –35.42 –3.15 –42.6% –44.1%

 10 AMERICAS DJ Americas 211.88 –0.94 –0.44 –43.8% –43.4%

 … Brazil Bovespa 36076.97 1702.98 4.95 –43.5% –44.2%

 10 Mexico IPC 19091.82 286.87 1.53 –35.4% –34.8%

*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 13, 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* 215.15 –4.00%–46.6% –49.7%

3.70% 11 World (Developed Markets) 869.98 –4.01%–45.2% –48.3%

3.40% 12 World ex-EMU 102.64 –4.15%–43.3% –46.7%

3.50% 11 World ex-UK 869.39 –4.01%–44.5% –47.4%

4.80% 9 EAFE 1,170.39 –2.37%–48.1% –51.0%

4.20% 8 Emerging Markets (EM) 533.49 –3.98%–57.2% –60.1%

5.30% 8 EUROPE 71.89 –3.29%–43.6% –47.0%

5.80% 8 EMU 127.94 –3.20%–54.3% –55.6%

5.20% 9 Europe ex-UK 78.27 –3.07%–43.9% –46.4%

7.20% 7 Europe Value 79.55 –3.42%–47.5% –51.8%

3.60% 10 Europe Growth 63.12 –3.17%–39.6% –42.1%

5.00% 8 Europe Small Cap 110.41 –3.52%–48.7% –55.0%

4.20% 5 EM Europe 176.44 –6.44%–63.3% –62.9%

5.60% 7 UK 1,241.31 –1.55%–35.4% –38.1%

5.30% 8 Nordic Countries 101.77 –4.45%–50.6% –54.6%

3.20% 4 Russia 429.62 –8.35%–71.4% –69.6%

4.90% 10 South Africa 516.99 –1.05%–27.5% –32.8%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 237.22 –1.74%–55.2% –59.5%

2.80% 11 Japan 542.26 –1.70%–42.3% –47.3%

3.70% 8 China 36.80 –0.40%–56.9% –64.2%

1.80% 11 India 368.45 –2.95%–56.9% –54.5%

2.70% 8 Korea 312.51 –0.26%–39.5% –44.0%

7.90% 8 Taiwan 174.57 –0.42%–47.7% –54.2%

2.80% 15 US BROAD MARKET 920.95 –5.29%–42.3% –45.4%

2.10% 28 US Small Cap 1,132.45 –5.94%–42.9% –47.3%

3.70% 8 EM LATIN AMERICA 1,928.94 –8.92%–56.2% –58.2%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Crédit Agricole net falls 62%
on higher risk-related costs

BT Group announces 10,000 job cuts

By Norihiko Shirouzu

GUANGZHOU, China—Honda
Motor Co. is considering expanding
the capacity of a Chinese factory
that exports some 43,000 Jazz sub-
compact cars a year to Europe.

Masaya Nagai, head of the Guang-
zhou plant, said Honda is “actively
considering” the expansion. He said
the company wants to ship fuel-effi-
cient subcompact cars it builds here
—the Honda Jazz, called the Fit in
the U.S. and Japan—beyond Europe.

A decision hasn’t been made, in
part, because of uncertainty caused
by the global economic crisis. “In the
end, the decision will hinge on de-
mand,” he said. The plant, which has
1,100 workers, now exports the Jazz
to 21 European countries.

The cars are produced by Honda
Automobile China Co., which is
owned 65% by Honda, 25% by Guang-
zhou Automobile Group Co. and
10% by Dongfeng Motor Group Co.

The Honda executive said that de-
spite the global economic turmoil
since September, demand for the
Jazz has remained “fairly brisk,”
and that European buyers are over-
coming their concerns about the
quality of Chinese-made cars.

Speaking at a ceremony to mark

the shipment of more than 100,000
Jazz cars to Europe since 2005, he
said Honda is on track to sell 45,000
Jazz cars this year, up from 43,000 in
2007. The plant has the capacity to
produce 50,000 cars a year.

Mr. Nagai said Honda could boost
its capacity to 60,000 a year “fairly
easily” without much investment, by
increasing the speed of its assembly
line and hiring a couple of dozen of
more workers.Raising it to 100,000
cars would call for a “significant in-
vestment,” he said.

“One big concern is what impact
an accelerated expansion of the
plant might have on product qual-

ity,” Mr. Nagai said. “That’s what
makes this move a complicated
one.”

Mr. Nagai insisted the quality of
Guangzhou-produced Jazz cars is
on par with that of the same car
made in Japan. That accomplish-
ment, he said, is the primary factor
that is now spurring Honda to mull
exporting the China-made Jazz to
markets beyond Europe.

While sales of the China-made
Jazz are on the rise in Europe, it was
still tough to convince some consum-
ers in that region to accept Chinese-
produced cars, Mr. Nagai said.
“That’s a big if as well in the U.S.”
Mr. Nagai said.

Honda plays up the Jazz
Expanded capacity
is considered for car
produced in China

Siemens posts wider loss
but outlook still upbeat

Vivendi net profit climbs sharply
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Source: SiemensThe Honda factory in Guangzhou has 1,100 workers and exports 43,000 Jazz

subcompact cars a year to 21 European countries.
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By Nicolas Parasie

PARIS—Crédit Agricole SA
posted a 62% drop in third-quarter
net profit, hurt by an increase in risk-
related costs across its divisions.

A large part of those costs were
borne by the French bank’s invest-
ment-banking unit Calyon, which
has been hit hard by the credit cri-
sis. In July, Crédit Agricole raised
Œ5.9 billion ($7.3 billion) to cover
more than Œ6 billion in write-downs
and provisions related to its expo-
sure to toxic assets and monoline in-
surers. The collapse of Lehman
Brothers also translated into a third-
quarter pretax hit of Œ220 million
for Crédit Agricole.

The bank’s shares have lost
nearly half their value in the past six
months, giving it a market capitali-
zation of just over Œ20 billion.
Shares Thursday closed at Œ9.40.

“I consider this [third-quarter]
result as satisfying given the cur-
rent context in which we operate,”
Chief Executive Georges Pauget said
on a conference a call. The bank,
which operates large retail-bank op-
erations in France, Italy and Greece,
said net profit for the quarter fell to

Œ365 million from Œ954 million in
the year-ago period, while revenue
fell 2% to Œ4 billion from Œ4.08 bil-
lion.

Crédit Agricole said its Tier 1 ra-
tio, a measure of the strength of a
bank’s balance sheet, stood at 8.5%
at the end of September. This ex-
cludes the impact of the French gov-
ernment aid package, which fore-
sees buying Œ10.5 billion in subordi-
nated debt from France’s biggest
banks, including Crédit Agricole.

Crédit Agricole’s international
retail banking result was dented by
Greek unit Emporiki, which posted a
Œ73 million loss for the quarter. Ca-
lyon swung to a Œ226 million net
loss as it is stopping its credit and ex-
otic derivatives activities.

Separately, French investment
bank Natixis SA late Wednesday
posted a net loss of Œ234 million
compared with a net profit of Œ437
million a year earlier, as Œ342 mil-
lion in fresh write-downs battered
the bottom line. A positive value-ad-
justment of Œ186 million on issuer
spreads failed to offset the Œ263 mil-
lion write-down on monolines and a
Œ216 million write-down on struc-
tured products.

By Erica

Herrero-Martinez

BT Group PLC said it would cut
10,000 jobs, or 6.3% of its global
work force, by March in an effort to
rein in costs. The U.K. telecommuni-
cations company, meanwhile,
posted an 18% rise in its fiscal sec-
ond-quarter profit.

“We need to carry on delivering
cost savings,” said BT Chief Execu-
tive Ian Livingston.

BT, which employs 160,000 glo-
bally, said the cuts affect 4,000 di-
rect BT staff positions and 6,000
agency, contract and offshore work-
ers. It already has made 4,000 cuts,
leaving an additional 6,000 to go by

March. Most of the job losses will be
in the U.K. The job cuts are part of
the company’s previously an-
nounced goal to reduce costs by as
much as £800 million ($1.2 billion)
this year.

The company said the job cuts
would reduce reliance on consult-
ants and contractors, and that a
large number of cuts would be made
by not replacing people who leave.

Mr. Livingston said that while
three of the companies four divi-
sions were performing well, “profits
in BT Global Services are simply not
good enough and we are taking deci-
sive action to put matters right.” The
global-services division manages
communications systems for busi-

nesses.
Cost-control issues at the division

have worried investors, and news of
the latest cutbacks helped BT Group
shares, which rose 9% to end at
122.50 pence Thursday in London.

BT also proposed changes to its
pension plan, such as increasing the
retirement age to 65 and the rate of
member contributions. Mr. Living-
ston said the proposed changes
would lead to annual savings of
about £100 million a year.

BT said net profit for the quarter
ended Sept. 30 rose to £400 million,
mainly because the year-earlier fig-
ure was weighed down by restructur-
ing costs. Revenue rose 4.1% to £5.3
billion.

By Archibald Preuschat

MUNICH— Siemens AG reported
a sharply wider net loss for the fiscal
fourth quarter, weighed down by
about Œ4 billion ($5 billion) in
charges, including funds set aside
for expenses related to a bribery in-
vestigation.

However, the German industrial
conglomerate said Thursday that its
order book remains strong, and it
stuck with its operating-profit fore-
cast for the current fiscal year, say-
ing it is well-positioned for the eco-
nomic downturn.

For the quarter ended Sept. 30,
Siemens posted a net loss of Œ2.47
billion, compared with a year-ear-
lier loss of Œ155 million. The latest
results include about Œ3 billion in re-
structuring charges and a Œ1 billion
provision for an expected settle-
ment with U.S. and German authori-
ties over an investigation into al-
leged bribery at the company.

Sales rose 7.2% to Œ21.65 billion
from Œ20.2 billion in the year-earlier
quarter. Order intake was Œ22.21 bil-
lion, up from Œ21.33 billion.

Siemens reiterated that for the
current fiscal year, it expects operat-
ing profit at its three main sectors—
industry, energy and health
care—in a range of Œ8 billion to Œ8.5
billion, up from Œ6.52 billion the pre-
vious year. The outlook excludes re-
structuring, legal and regulatory ef-
fects.

“It has become clearly more am-
bitious to reach our income guid-
ance for fiscal 2009. But we are stick-
ing to our goal,” said Chief Execu-
tive Peter Löscher.

Mr. Löscher said he remains con-
fident for the current fiscal year, cit-
ing the company’s order backlog of
Œ85 billion as of Sept. 30, Œ15 billion
above the previous year’s level,
though he predicted declining
growth rates in order intake and
sales.

Siemens shares rose 4.7% to

Œ41.95 in trading Thursday.
M.M. Warburg analysts said it is

“most important” that Siemens reit-
erated the outlook, and that new or-
ders are holding up. However, in a
note to clients, Morgan Stanley ana-
lysts said volatility in end markets
for Siemens’ wide variety of busi-
nesses will likely weigh on the
stock.

The company plans to pay a divi-
dend of Œ1.60 a share for fiscal
2008, level with the prior year.

Munich-based Siemens said last
year it had flagged Œ1.3 billion in sus-
picious transactions in 2000
through 2006. U.S. authorities have
been investigating Siemens under
the Foreign Corrupt Practices Act.
The case began two years ago when
German police raided Siemens’s of-
fices on suspicion of corruption.

Fallout from the November 2006
raid has triggered criminal probes
in more than 10 countries amid
growing evidence that Siemens
bribed customers to win big infra-
structure projects abroad. The com-
pany is also in discussions with Mu-
nich prosecutors in relation to a sim-
ilar probe.

By Jethro Mullen

PARIS —Entertainment and tele-
com group Vivendi SA Thursday
said third-quarter net profit more
than quadrupled, boosted by a
Œ2.32 billion ($2.9 billion) financial
gain related to its videogames divi-
sion, and it maintained its 2008 tar-
get for its preferred measure of
profit growth.

Vivendi, the majority of whose
revenues are based on subscrip-
tions, is yet to take a blow from the
economic slowdown, according to
Chief Financial Officer Philippe Ca-
pron.

“So far we’re not seeing any-
thing,” he said, adding that while
the environment isn’t “very buoy-
ant,” Vivendi isn’t planning “for a
global slowdown of our activities.”

Net profit for the three months
ended Sept. 30 increased to Œ2.76
billion from Œ578 million a year ear-
lier, the company said. The figure
was driven higher due to the Œ2.32
billion gain stemming from the way
in which Vivendi’s stake in its games
division was accounted for after a
merger with Activision Inc. to cre-
ate Activision Blizzard Inc.

The creation of Activision Bliz-
zard, in which Vivendi holds a 52%
stake, was treated as if Vivendi had
sold a 44% stake in its games divi-
sion, generating a “paper profit”
due to the low book value that Viven-
di’s games division previously had,
Mr. Capron said.

Adjusted profit, which strips out
most nonrecurring gains and
charges, dropped 13% to Œ625 mil-
lion from Œ721 million. But Vivendi

still confirmed its 2008 guidance of
adjusted profit growth similar to
the 8.3% increase in 2007. The guid-
ance excludes the impact of the ac-
quisitions of telecom operator Neuf
Cegetel and Activision.

Adjusted earnings before inter-
est and tax, or Ebit, the figure ana-
lysts follow to gauge Vivendi’s oper-
ating performance, fell 4% to Œ1.28
billion from Œ1.34 billion. Profit was
dented by restructuring charges at
Activision Blizzard and at French
telecom division SFR, which
amounted to Œ189 million.

Revenue increased 20% to Œ6.5
billion from Œ5.42 billion, boosted
by the acquisitions of Neuf and Ac-
tivision.

Vivendi shares Thursday closed
at Œ20 and have lost about 36% of
their value since the start of the year.
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KBL Key America USD US EQ LUX 11/10 USD 337.67 –44.1 –43.4 –19.5
KBL Key East Europe EU EQ LUX 11/11 EUR 1334.66 –60.7 –60.4 –30.2
KBL Key Eur Sm Cie EU EQ LUX 11/11 EUR 714.95 –47.8 –51.1 –26.9
KBL Key Europe EU EQ LUX 11/11 EUR 537.27 –39.2 –40.6 –21.3
KBL Key Far East AS EQ LUX 11/10 USD 890.78 –53.4 –55.8 –19.4
KBL Key Major Em Mkts GL EQ LUX 11/10 USD 366.07 –60.6 –60.4 –19.7
KBL Key NaturalRes EUR OT EQ LUX 11/10 EUR 372.08 –40.1 –41.5 NS
KBL Key NaturalRes USD OT EQ LUX 11/10 USD 361.58 –47.7 –49.1 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 11/07 USD 33.61 –55.1 –56.5 –20.2
LG Asian Plus AS EQ CYM 11/07 USD 38.50 –54.9 –59.0 –15.5
LG Asian SmallerCo's AS EQ BMU 11/12 USD 50.11 –68.5 –68.7 –36.6
LG India EA EQ MUS 11/06 USD 32.74 –65.0 –62.7 –21.8
Siberian Investment Co EE EQ IRL 10/31 USD 24.77 –71.9 –71.6 –36.9

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 11/12 EUR 30.09 –58.8 –63.0 –28.9
MP-TURKEY.SI OT OT SVN 11/12 EUR 19.63 –61.5 –60.6 –31.4

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 11/12 EUR 3.00 –66.6 –67.0 NS
Parex Eastern Europ Bd EU BD LVA 11/12 USD 9.25 –32.3 –32.2 –14.9
Parex Russian Eq EE EQ LVA 11/11 USD 9.84 –69.0 –67.9 –30.8
Parex Ukrainian Eq EU EQ LVA 11/12 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 11/12 USD 106.09 –55.0 –56.0 –18.4
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/12 USD 101.94 –55.5 –56.4 –19.1
PF (LUX)-Biotech-Pca OT EQ LUX 11/11 USD 285.51 –14.2 –17.5 –0.5
PF (LUX)-CHF Liq-Pca CH MM LUX 11/11 CHF 123.85 1.5 1.8 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/11 CHF 95.60 1.5 1.8 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/11 EUR 122.32 –45.0 –45.2 –23.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/11 USD 74.27 –45.7 –44.6 –15.7
PF (LUX)-East Eu-Pca EU EQ LUX 11/11 EUR 161.38 –68.6 –67.6 –36.0
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 11/12 USD 88.95 –61.5 –61.9 –23.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/12 USD 297.97 –59.4 –59.4 –23.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/11 EUR 82.15 –39.8 –40.3 –20.8
PF (LUX)-EUR Bds-Pca EU BD LUX 11/11 EUR 370.08 2.4 0.6 –0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/11 EUR 290.62 2.4 0.6 –0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/11 EUR 124.20 –5.3 –6.6 –3.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/11 EUR 90.54 –5.3 –6.6 –3.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/11 EUR 98.53 –31.2 –32.8 –18.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/11 EUR 63.73 –31.2 –32.8 –18.2
PF (LUX)-EUR Liq-Pca EU MM LUX 11/11 EUR 134.05 3.2 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/11 EUR 100.13 3.2 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/11 EUR 325.50 –46.6 –47.7 –25.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/11 EUR 109.15 –40.7 –42.0 –23.9
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 11/11 USD 12.52 –48.5 –47.2 –24.9
PF (LUX)-Gr China-Pca AS EQ LUX 11/12 USD 201.87 –52.8 –52.9 –10.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/12 USD 190.31 –64.1 –61.0 –20.5
PF (LUX)-Jap Index-Pca JP EQ LUX 11/12 JPY 8323.71 –41.4 –40.5 –25.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/12 JPY 7538.10 –43.7 –44.5 –30.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/12 JPY 7364.26 –44.0 –44.9 –30.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/12 JPY 4013.22 –41.8 –41.7 –29.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/12 USD 155.93 –51.1 –51.6 –16.8
PF (LUX)-Piclife-Pca CH BA LUX 11/11 CHF 700.56 –17.5 –18.0 –9.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/11 EUR 46.25 –39.8 –40.0 –22.2
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/11 USD 25.91 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/11 USD 68.96 –38.2 –39.2 –17.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/11 EUR 353.56 –42.7 –46.1 –22.3
PF (LUX)-US Eq-Ica US EQ LUX 11/11 USD 79.42 –38.3 –37.1 –17.3
PF (LUX)-USA Index-Pca US EQ LUX 11/11 USD 71.93 –38.0 –37.3 –18.2
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 11/11 USD 129.96 2.3 2.8 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 11/11 USD 87.60 2.3 2.8 3.8
PF (LUX)-Water-Pca GL EQ LUX 11/11 EUR 113.67 –27.2 –26.1 –12.2
PF (LUX)-WldGovBds-Pca GL BD LUX 11/11 USD 148.05 0.6 –0.3 4.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/11 USD 125.28 0.6 –0.3 4.4
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 11/12 USD 44.86 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 11/12 USD 7.33 –49.3 –48.9 –25.5
Japan Fund USD JP EQ IRL 11/13 USD 12.79 –24.0 –24.5 –14.1

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 11/12 EUR 573.26 –41.8 –41.9 NS
Core Eurozone Eq B EU EQ IRL 11/12 EUR 650.57 NS NS NS
Euro Fixed Income A EU BD IRL 11/12 EUR 1137.52 –8.9 –10.3 –6.2
Euro Fixed Income B EU BD IRL 11/12 EUR 1206.14 –8.4 –9.8 –5.6
Euro Small Cap A EU EQ IRL 11/12 EUR 926.42 –47.4 –50.4 –29.7
Euro Small Cap B EU EQ IRL 11/12 EUR 985.64 –47.1 –50.1 –29.3
Eurozone Agg Eq A EU EQ IRL 11/12 EUR 507.66 –47.0 –47.3 NS
Eurozone Agg Eq B EU EQ IRL 11/12 EUR 724.67 –46.7 –47.0 –25.1
Glbl Bd (EuroHdg) A GL BD IRL 11/12 EUR 1201.13 –7.1 –7.4 –3.5
Glbl Bd (EuroHdg) B GL BD IRL 11/12 EUR 1266.29 –6.6 –6.7 –2.9
Glbl Bd A EU BD IRL 11/12 EUR 1051.86 4.3 3.0 –1.3
Glbl Bd B EU BD IRL 11/12 EUR 1112.26 4.9 3.6 –0.7
Glbl Real Estate A OT EQ IRL 11/12 USD 641.25 –49.6 –51.9 –29.2
Glbl Real Estate B OT EQ IRL 11/12 USD 656.61 –49.3 –51.7 –28.8
Glbl Real Estate EH-A OT EQ IRL 11/12 EUR 617.39 –47.4 –49.6 –29.7
Glbl Real Estate SH-B OT EQ IRL 11/12 GBP 58.57 –46.6 –48.7 –28.3
Glbl Strategic Yield A EU BD IRL 11/12 EUR 1178.38 –21.1 –21.7 –10.2
Glbl Strategic Yield B EU BD IRL 11/12 EUR 1252.45 –20.7 –21.2 –9.7
Japan Equity A JP EQ IRL 11/12 JPY 10508.00 –43.5 –43.5 –27.3
Japan Equity B JP EQ IRL 11/12 JPY 11125.00 –43.2 –43.2 –26.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/12 USD 1251.45 –52.7 –53.0 –19.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/12 USD 1326.29 –52.5 –52.7 –18.7
Pan European Eq A EU EQ IRL 11/12 EUR 742.22 –45.4 –45.9 –25.5
Pan European Eq B EU EQ IRL 11/12 EUR 785.91 –45.2 –45.6 –25.1
US Equity A US EQ IRL 11/12 USD 631.68 –45.6 –43.9 –21.6
US Equity B US EQ IRL 11/12 USD 671.75 –45.3 –43.6 –21.1
US Small Cap A US EQ IRL 11/12 USD 924.02 –46.2 –45.8 –24.0
US Small Cap B US EQ IRL 11/12 USD 983.25 –45.9 –45.5 –23.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 11/13 SEK 60.50 –48.1 –47.7 –27.9
Choice Japan Fd JP EQ LUX 11/13 JPY 43.74 –44.7 –44.2 –29.0
Choice Jpn Chance/Risk JP EQ LUX 11/13 JPY 44.29 –50.5 –50.0 –29.3
Choice NthAmChance/Risk US EQ LUX 11/13 USD 2.72 –48.0 –45.8 –24.2
Europe 2 Fd EU EQ LUX 11/13 EUR 0.73 –49.3 –50.0 –27.3
Europe 3 Fd EU EQ LUX 11/13 GBP 2.73 –42.0 –40.2 –18.4
Global Chance/Risk Fd GL EQ LUX 11/13 EUR 0.51 –35.3 –35.3 –20.3
Global Fd GL EQ LUX 11/13 USD 1.58 –46.4 –46.1 –22.2
Intl Mixed Fd -C- NO BA LUX 11/13 USD 20.99 –37.0 –36.9 –15.7
Intl Mixed Fd -D- NO BA LUX 11/13 USD 14.81 –37.0 –36.9 –14.6
Wireless Fd OT EQ LUX 11/13 EUR 0.10 –47.3 –47.1 –22.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 11/13 USD 4.07 –55.2 –55.1 –21.7
Currency Alpha EUR -IC- OT OT LUX 11/13 EUR 10.91 6.8 7.3 NS
Currency Alpha EUR -RC- OT OT LUX 11/13 EUR 10.86 6.4 6.9 NS
Currency Alpha SEK -ID- OT OT LUX 11/13 SEK 105.76 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/13 SEK 109.58 NS NS NS
Generation Fd 80 OT OT LUX 11/13 SEK 6.29 –33.5 –33.3 NS
Nordic Focus EUR NO EQ LUX 11/13 EUR 54.34 –45.1 NS NS
Nordic Focus NOK NO EQ LUX 11/13 NOK 59.64 NS NS NS
Nordic Focus SEK NO EQ LUX 11/13 SEK 58.37 –41.4 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 11/13 USD 0.73 –55.4 –55.4 –20.8
Choice North America Eq. Fd US EQ LUX 11/13 USD 1.32 –45.8 –44.0 –23.7
Ethical Global Fd GL EQ LUX 11/13 USD 0.58 –47.2 –47.2 –23.5
Ethical Sweden Fd NO EQ LUX 11/13 SEK 28.08 –37.0 –38.9 –19.3
Europe Fd EU EQ LUX 11/13 USD 1.53 –57.0 –57.3 –21.8
Global Equity Fd GL EQ LUX 11/13 USD 1.01 –46.5 –46.4 –21.5
Index Linked Bd Fd SEK OT BD LUX 11/13 SEK 12.74 2.0 2.7 2.1
Medical Fd OT EQ LUX 11/13 USD 2.78 –27.9 –26.2 –10.9
Short Medium Bd Fd SEK NO MM LUX 11/13 SEK 9.10 2.5 3.0 2.9
Technology Fd OT EQ LUX 11/13 USD 1.48 –48.1 –45.9 –22.0
World Fd GL EQ LUX 11/13 USD 1.56 –41.8 –42.8 –15.2

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 11/13 EUR 1.27 1.6 1.9 2.2
Short Bond Fd SEK NO MM LUX 11/13 SEK 21.42 2.1 2.5 2.7
Short Bond Fd USD US MM LUX 11/13 USD 2.49 1.6 2.1 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 11/13 SEK 10.03 –1.8 –1.6 –0.3
Alpha Bond Fd SEK -B- NO BD LUX 11/13 SEK 9.00 –1.8 –1.6 –0.3
Alpha Bond Fd SEK -C- NO BD LUX 11/13 SEK 25.13 –1.9 –1.7 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 11/13 SEK 8.37 –1.9 –1.7 –0.5
Alpha Short Bd SEK -A- NO MM LUX 11/13 SEK 10.74 2.2 2.7 2.8
Alpha Short Bd SEK -B- NO MM LUX 11/13 SEK 10.07 2.2 2.7 2.8
Alpha Short Bd SEK -C- NO MM LUX 11/13 SEK 21.02 2.1 2.6 2.7
Alpha Short Bd SEK -D- NO MM LUX 11/13 SEK 8.74 2.1 2.6 2.7
Bond Fd EUR -C- EU BD LUX 11/13 EUR 1.26 3.9 3.1 1.6
Bond Fd EUR -D- EU BD LUX 11/13 EUR 0.50 3.8 3.0 1.6
Bond Fd SEK -C- NO BD LUX 11/13 SEK 40.05 6.0 6.4 3.6
Bond Fd SEK -D- NO BD LUX 11/13 SEK 12.01 4.8 5.1 3.0
Corp. Bond Fd EUR -C- EU BD LUX 11/13 EUR 1.09 –7.6 –8.8 –4.7
Corp. Bond Fd EUR -D- EU BD LUX 11/13 EUR 0.85 –8.0 –9.2 –4.8
Corp. Bond Fd SEK -C- NO BD LUX 11/13 SEK 10.57 –12.4 –13.1 –6.7
Corp. Bond Fd SEK -D- NO BD LUX 11/13 SEK 8.30 –12.2 –12.9 –6.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/13 EUR 100.21 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/13 EUR 99.99 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 11/13 SEK 109.25 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/13 SEK 1008.48 NS NS NS
Flexible Bond Fd -C- NO BD LUX 11/13 SEK 20.50 3.9 4.3 3.3
Flexible Bond Fd -D- NO BD LUX 11/13 SEK 11.61 3.9 4.3 3.3

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/13 SEK 80.27 –24.4 –26.1 –12.4
Global Hedge I SEK -D- OT OT LUX 11/13 SEK 73.36 –26.6 –28.2 –13.7

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/13 USD 1.40 –58.0 –57.0 –19.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/13 SEK 16.36 –51.0 –52.9 –24.0
Europe Chance/Risk Fd EU EQ LUX 11/13 EUR 812.57 –52.2 –53.0 –29.4

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/12 USD 13.66 –58.7 –59.5 –11.1
Eq. Pacific A AS EQ LUX 11/12 USD 6.24 –54.9 –55.5 –15.8

n SGAM Fund
Bonds CHF A CH BD LUX 11/12 CHF 27.12 4.0 3.3 0.2
Bonds ConvEurope A EU BD LUX 11/12 EUR 27.91 –4.0 –3.8 1.8
Bonds Eur Corp A EU BD LUX 11/11 EUR 20.10 –8.4 –9.4 –5.0
Bonds Eur Hi Yld A EU BD LUX 11/11 EUR 14.49 –31.7 –33.2 –18.1
Bonds EURO A EU BD LUX 11/12 EUR 38.25 3.6 2.7 1.4
Bonds Europe A EU BD LUX 11/11 EUR 36.88 3.1 2.0 0.9
Bonds US MtgBkSec A US BD LUX 11/11 USD 23.11 –8.4 –8.3 –1.8
Bonds US OppsCoreplus A US BD LUX 11/11 USD 30.78 –2.2 –0.8 2.0
Bonds World A GL BD LUX 11/11 USD 36.51 –1.8 –2.3 4.5
Eq. ConcentratedEuropeA EU EQ LUX 11/12 EUR 20.11 –50.2 –50.1 –29.2
Eq. Eastern Europe A EU EQ LUX 11/12 EUR 14.21 –67.8 –67.7 –36.3
Eq. Equities Global Energy OT EQ LUX 11/12 USD 13.27 –47.3 –47.2 –15.4
Eq. Euroland A EU EQ LUX 11/12 EUR 8.98 –48.0 –48.0 –26.1
Eq. Euroland MidCapA EU EQ LUX 11/12 EUR 15.06 –48.0 –50.4 –29.0
Eq. EurolandCyclclsA EU EQ LUX 11/12 EUR 12.99 –48.8 –48.7 –21.8
Eq. EurolandFinancialA OT EQ LUX 11/12 EUR 8.94 –52.0 –50.9 –34.0
Eq. Glbl Emg Cty A GL EQ LUX 11/12 USD 5.48 –59.5 –60.8 –23.1
Eq. Global A GL EQ LUX 11/12 USD 20.00 –47.8 –47.9 –25.1
Eq. Global Technol A OT EQ LUX 11/12 USD 3.54 –50.1 –51.1 –28.6
Eq. Gold Mines A OT EQ LUX 11/12 USD 12.86 –57.1 –60.8 –29.7
Eq. Japan A JP EQ LUX 11/12 JPY 705.57 –46.7 –46.0 –29.8
Eq. Japan Sm Cap A JP EQ LUX 11/12 JPY 915.28 –46.3 –48.0 –38.1
Eq. Japan Target A JP EQ LUX 11/13 JPY 1458.10 –28.0 –28.5 –17.8

Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 11/12 GBP 9.17 –46.3 –46.0 –27.3
Eq. US ConcenCore A US EQ LUX 11/12 USD 15.61 –41.9 –39.5 –19.3
Eq. US Lg Cap Gr A US EQ LUX 11/12 USD 10.64 –47.1 –45.8 –22.3
Eq. US Mid Cap A US EQ LUX 11/12 USD 18.85 –51.8 –51.8 –21.5
Eq. US Multi Strg A US EQ LUX 11/12 USD 15.19 –47.3 –46.6 –25.3
Eq. US Rel Val A US EQ LUX 11/12 USD 14.61 –49.0 –49.0 –29.8
Eq. US Sm Cap Val A US EQ LUX 11/12 USD 12.29 –50.8 –51.9 –31.8
Eq. US Value Opp A US EQ LUX 11/12 USD 12.77 –49.9 –51.1 –31.6
Money Market EURO A EU MM LUX 11/11 EUR 26.98 3.8 4.4 4.0
Money Market USD A US MM LUX 11/11 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 11/13 EEK 111.44 –58.4 –60.1 –34.7
New Europe Small Cap EUR EE EQ EST 11/13 EEK 55.05 –60.5 –61.6 –35.0
Second Wave EUR EE EQ EST 11/13 EEK 98.73 –64.1 –64.3 –30.5

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/13 JPY 8468.00 –49.5 –51.9 –33.1
YMR-N Japan Fund JP EQ IRL 11/13 JPY 9299.00 –46.5 –48.3 –29.3
YMR-N Low Price Fund JP EQ IRL 11/13 JPY 12494.00 –45.3 –46.8 –30.5
YMR-N Small Cap Fund JP EQ IRL 11/13 JPY 6047.00 –51.2 –54.1 –35.9
Yuki Mizuho Gen Jpn III JP EQ IRL 11/13 JPY 4317.00 –53.5 –53.8 –32.6
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/13 JPY 4608.00 –52.6 –54.2 –35.6
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/13 JPY 6118.00 –51.2 –51.4 –33.8
Yuki Mizuho Jpn Gen JP EQ IRL 11/13 JPY 7897.00 –48.6 –51.0 –30.4
Yuki Mizuho Jpn Gro JP EQ IRL 11/13 JPY 6085.00 –50.7 –53.1 –33.3
Yuki Mizuho Jpn Inc JP EQ IRL 11/13 JPY 7791.00 –40.5 –41.5 –24.9
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/13 JPY 4951.00 –47.5 –48.6 NS
Yuki Mizuho Jpn LowP JP EQ IRL 11/13 JPY 10723.00 –40.8 –42.0 –25.1
Yuki Mizuho Jpn PGth JP EQ IRL 11/13 JPY 7619.00 –53.6 –54.9 –32.8
Yuki Mizuho Jpn SmCp JP EQ IRL 11/13 JPY 5888.00 –53.5 –55.7 –34.3
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/13 JPY 4971.00 –47.1 –48.0 –30.3
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/13 JPY 2497.00 –56.3 –59.3 –47.0

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/13 JPY 4219.00 –52.3 –52.2 –33.2
Yuki 77 General JP EQ IRL 11/13 JPY 5819.00 –49.4 –50.8 –31.0
Yuki 77 Growth JP EQ IRL 11/13 JPY 5928.00 –51.7 –54.4 –34.4
Yuki 77 Income AS EQ IRL 11/13 JPY 4946.00 –41.0 –40.5 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/13 JPY 6166.00 –47.0 –49.0 –31.3
Yuki Chugoku Jpn Gro JP EQ IRL 11/13 JPY 5134.00 –49.1 –50.1 –29.0
Yuki Chugoku JpnLowP JP EQ IRL 11/13 JPY 7839.00 –39.9 –41.8 –22.8
Yuki Chugoku JpnPurGth JP EQ IRL 11/13 JPY 4700.00 –46.3 –48.8 –29.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/13 JPY 6618.00 –48.5 –50.8 –31.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/13 JPY 4529.00 –48.6 –49.9 –29.9
Yuki Hokuyo Jpn Inc JP EQ IRL 11/13 JPY 5193.00 –38.4 –39.3 –24.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/13 JPY 4433.00 –48.6 –51.1 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/13 JPY 4551.00 –53.1 –54.8 –33.8
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/13 JPY 4422.00 –50.5 –52.2 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/13 JPY 5028.00 –47.5 –51.9 –30.8

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 10/31 USD 16.53 –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 10/31 USD 1370.66 –15.9 –17.2 –4.1
CMA MultHdge Arbtrge OT OT CYM 10/31 USD 1743.96 –9.7 –10.2 –0.6
CMA MultHdge Balncd OT OT CYM 10/31 USD 1254.93 –10.4 –10.9 –1.2
CMA MultHdge Growth OT OT CYM 10/31 USD 1717.54 –13.0 –12.9 –2.8
CMA MultiHdge Lvrgd OT OT CYM 10/31 USD 992.78 –30.5 –34.4 –12.2

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 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 11/07 USD 606.40 –65.9 –64.7 –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 11/06 EUR 244.31 –3.9 –4.3 1.1
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 11/12 EUR 91.70 –18.2 NS NS
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 11/11 USD 77.01 61.1 46.0 30.5
Superfund GCT USD* GL EQ LUX 11/11 USD 3532.00 45.6 36.1 20.4
Superfund Gold A (SPC) GL OT CYM 11/11 USD 956.52 8.8 6.6 18.6
Superfund Gold B (SPC) GL OT CYM 11/11 USD 1096.78 17.1 12.7 24.4
Superfund Q-AG* OT OT AUT 11/11 EUR 8517.00 31.6 25.3 17.0

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 10/31 EUR 1240.25 –0.9 1.9 9.0
Winton Evolution GBP GL OT VGB 10/31 GBP 1221.29 0.1 3.2 10.3
Winton Evolution JPY GL OT VGB 10/31 JPY 110273.37 –4.0 –1.9 5.4
Winton Evolution USD GL OT CYM 10/31 USD 1213.35 –1.1 1.8 9.6
Winton Futures EUR GL OT VGB 10/31 EUR 192.40 13.4 16.3 17.8
Winton Futures GBP GL OT VGB 10/31 GBP 206.48 14.5 17.8 19.4
Winton Futures JPY Lead Series 2 GL OT VGB 10/31 JPY 13810.16 9.7 11.8 14.4
Winton Futures USD GL OT VGB 10/31 USD 684.27 12.9 15.9 18.5

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 11/07 EUR 113.37 –19.9 –12.8 –8.4
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 11/07 USD 240.14 –19.9 –12.9 –6.8

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 10/31 USD 1346.49 NS –5.6 –12.9 –15.1 –2.1

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Inflating the credentials
A U.S. survey finds
a few executives are
lying about degrees

By Keith J. Winstein

Inflated academic credentials in
theU.S.’sexecutivesuitesmaybemore
common than generally thought.

A survey of 358 senior execu-
tives and directors at 53 publicly
traded companies has turned up at
least seven instances of claims that
individuals had academic degrees
they don’t have. In some cases, the
slip-ups don’t appear to have been
intentional and may have been
caused by misunderstandings.

Among the executives whose cre-
dentials don’t check out: Dennis
Workman, chief technical officer at
Trimble Navigation Ltd., a big
maker of global-positioning-system
devices; and James DeHoni-
esto, until Wednesday the
chief information officer at
Cabot Microelectronics
Corp., a supplier of chemi-
cals and pads used to pol-
ish microchips.

Misstatements have cost
top corporate officials or di-
rectors their jobs in the past
few years at companies in-
cludingretailer RadioShack
Corp., vitamin maker Herb-
alife Ltd. and Usana Health
Sciences Inc. The discrepancies at
the latter two companies were un-
earthed by corporate sleuth and
sometimes short-seller Barry
Minkow.

Mr. Minkow also conducted the
latest survey, which doesn’t profess
to be a scientifically valid sampling
of corporate America. Mr. Minkow
examined only certain companies or
industries he already suspected of
being prone to hype.

But the misrepresentations he
uncovered may be enough to raise
investor concerns about executive
credibility as well as company proce-
dures for vetting key management
and board members and compiling
their official biographies.

At the companies concerned,
“You have to ask yourself, as any
good investigator would say, what
else might be there?” says Mr.
Minkow, who heads the San Diego-
based Fraud Discovery Institute. Mr.
Minkow, who served prison time for
the ZZZZ Best stock swindle in the
1980s, has won kudos from the Fed-
eral Bureau of Investigation since
his release for his role in uncovering
frauds on the Internet, in the real-es-
tate field and elsewhere.

After choosing the companies to
survey, Mr. Minkow says he cross-
checked their top officials’ biogra-
phies—usuallyincludedinfilingswith
the Securities and Exchange Commis-
sion—againstadatabaseofcollegede-
grees open to private investigators.

TheWallStreetJournalconfirmed
each case of an inaccurate degree
claim with the university involved.

Mr. Minkow says he doesn’t have
any investment position in the com-
panies where he found problematic
credentials, but one of his employ-
ees has bought put options betting
against some of their stocks.

One of the discrepancies Mr.
Minkow turned up in SEC filings in-
volves Mr. Workman, Trimble’s chief
technical officer. According to his bi-
ographyinthe Sunnyvale,Calif.,com-
pany’s annual report, Mr. Workman
holds a master’s degree in electrical
engineering from the Massachusetts

Institute of Technology. M.I.T. says
Mr. Workman attended the school,
studying physics for two semesters,
but never earned a degree.

A spokeswoman for Trimble,
LeaAnn McNabb, says Mr. Workman
thought he had received a master’s
degree when he left M.I.T.’s doctoral
program in the late 1960s.

“The professor gave his assur-
ance to Dennis that he would submit
the necessary paperwork,” Ms. Mc-
Nabb says. “Dennis is working with
M.I.T. to work out the situation.”
She declined to comment on
whether Trimble had previously
checked Mr. Workman’s credentials
or would update its annual report.

“I don’t remember receiving the
degree,” Mr. Workman said in an in-
terview. “It’s my position that I
earned it, that’s for sure. I’m un-
equivocal about that.” Mr. Work-
man says he had planned to earn a
Ph.D. but had to leave school be-
cause of the Vietnam War.

A corporate biography
claimed Mr. DeHoniesto,
the Cabot Microelectronics
chief information officer,
had a bachelor’s degree in
computer science from the
University of Pittsburgh. Al-
though he did attend Pitt’s
school of engineering in the
1980s, the senior manager
didn’t earn a degree, the
school says.

After Cabot received in-
quiries from the Journal

about the matter Wednesday, Mr. De-
Honiesto announced his resignation
from the Aurora, Ill., company. He
couldn’t be reached for comment.

A biography of Sam Box, until re-
cently the president of Tetra Tech
Inc., appears repeatedly in the com-
pany’s SEC filings identifying him
as the holder of a bachelor’s degree
in civil engineering from the Univer-
sity of California. After receiving in-
quiries from the Journal last month
prompted by Mr. Minkow’s work,
the Pasadena, Calif. environmental-
engineering company said
Mr. Box “admitted that he
does not have a college de-
gree,” and that it would de-
mote him to vice president.

A spokesman for Tetra
Tech, Michael Bieber, says
Mr. Box came to Tetra Tech
afteritacquiredhispastem-
ployer, and Mr. Box’s aca-
demic credentials weren’t
verified at the time. “It was
a loophole in our system,”
Mr. Bieber says, adding that
the company had tightened its pro-
cess in response.

Tetra Tech declined to make Mr.
Box available for comment.

Maurice Schweitzer, who stud-
ies business ethics at the University
of Pennsylvania’s Wharton School,
urges companies to take a hard line
on misrepresented academic creden-
tials “If you say, ‘Look, the CEO has
been doing a great job, we other-
wise have no complaints about this
person, so we’re going to let it go,’
my concern is that you’re sending a
message throughout the organiza-
tion that you don’t want to be send-
ing,” he says.

“I’m very concerned that if peo-
ple believe you can lie and get away
with it, then down the line people
will start cheating on their expense
reports, they’ll start misrepresent-
ing their billable hours, they’ll start
misusing their corporate funds,”
Mr. Schweitzer adds.

Further down the corporate
pecking order, inflated credentials
are fairly common, according to

Jenifer DeLoach, who supervises
background checks for corporate cli-
ents at Kroll Inc., the investigative
arm of Marsh & McLennan Cos.

Kroll issues an annual report of
its “hit ratio” that says about 20% of
job seekers and rank-and-file em-
ployees undergoing background
checks by their companies are found
to have inflated their educational
credentials. Those seeking jobs usu-
ally get turned down when discrep-
ancies appear, Ms. DeLoach says.

But as executives climb the lad-
der and vie for posts at different
companies, they are vetted by
search firms and director-level
search committees that often con-
duct extensive background checks.

Others with degree discrepancies
discovered by Mr. Minkow in SEC fil-
ings and verified by the Journal with
the applicable schools include:

n Robert Lazarowitz, a director
of Knight Capital Group Inc. The
New Jersey brokerage firm had said
Mr. Lazarowitz earned a bachelor’s
degree in accounting from the Uni-
versity of South Florida. The school
says Mr. Lazarowitz attended USF
for only two semesters—in 1975 and
1976—and never earned a degree.

In a statement, Mr. Lazarowitz
said, “I regret and take full responsi-
bility for this mistake.” Knight Capi-
tal says it will take “appropriate steps
to update our corporate materials.”

n Owen Kratz, the chief execu-
tive of Texas-based Helix Energy So-
lutions Group Inc. A corporate biog-
raphy of Mr. Kratz claims he has a
bachelor’s degree in biology and
chemistry from the State University
of New York at Stony Brook. Not so,
says Stony Brook’s registrar’s office.
Mr. Kratz does have a biology de-
gree from the College at Brockport,
a less-prestigious SUNY campus
where Mr. Kratz transferred in 1974,
according to that school’s registrar.

A Helix Energy spokeswoman,
Sheralyn Miller, acknowledges the
mistake, and calls it “an internal er-
ror.” She says Mr. Kratz had never

claimed a Stony Brook de-
gree, but “our proxy is off a
little bit.” Ms. Miller says
the company will revise its
filings.

n Kenneth Keiser, the
president and chief operat-
ing officer of PepsiAmeri-
cas Inc., one of the coun-
try’s biggest Pepsi bottlers.
Mr. Keiser has been identi-
fied for three years in an-
nual reports and proxy
statements filed with the

SEC by shipping concern C.H. Robin-
son Worldwide Inc., where he is a di-
rector, as having a bachelor of arts
degree from Michigan State Univer-
sity. The university says that isn’t
so. It says Mr. Keiser attended from
1973 to 1976, but never graduated.

A PepsiAmericas spokeswoman,
Mary Viola, says the company was
aware Mr. Keiser stopped attending
college “10 or 20 hours short of a de-
gree.” She says C.H. Robinson had
mistakenly imputed a bachelor’s de-
gree to Mr. Keiser in its past several
proxy statements.

“I’m sure [Mr. Keiser] does read
their proxy, but he doesn’t read his
own bio,” Ms. Viola says. “It’s unfor-
tunate that a communication error
of another company is drawing at-
tention to this for Ken.”

Angie Freeman, a spokeswoman
for C.H. Robinson, says her company
was responsible for the error and
had “mistakenly assumed that he
earned a degree.” But Ms. Freeman
says she believes Mr. Keiser signed
off on his own mistaken biography.

Barry Minkow

Kenneth Keiser
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BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

FINANCIAL SERVICES

MACHINERY & EQUIPMENT

REAL ESTATE FOR SALE

TRAVEL

World's largest collector of hickory shafted golf
clubs wishes to sell his entire collection. Over
16,000 museum quality clubs including some
very rare and unique pieces.

Max@hickorysticks.net
512-328-0292

Own a Piece of
Golf History

2001 Sikorsky S76C+
Executive Helicopter

1115 Hrs Total Time. EGPWS, Garmin GMX-200
Moving Map, Artex 406 MHZ ELT, Excellent
Maintenance, Engines & Powertrain On Support By
The Hour Programs.

Contact Dave
781-259-2501 or 781-883-5947

2007 Global XRS
Immediate Delivery

200TT, 100 Cycles, Warranty, Corporate
Care, Smart Parts

Mike Ellis & Associates, Inc.
Carl Shore

918-688-7268 c
918-619-9705 o

§G-IV w/ Brand New P&I and
Engines, 4200nm Range. Pics onWebsite!
§'96 Astra SPX (G100) 3000nm Range,
Beautiful.

Chris@MeisnerAircraft.com
262.763.6600

www.MeisnerAircraft.com

GULFSTREAMS FOR SALE OR LEASE

Own your own wireless broadband internet and
digital phone co. Provide businesses data at T-1
speed +. Tremendous cost savings and super fast
speed. Locations avail. in the SE and gulf coast.

$500,000. Call: 888-514-2086
www.wibeamusa.com

HUGE CASH FLOW

Up to 99% of Super Clean Public

Shell Fully Reporting Trading on

OTCBB Available Now for Sale or

Merger. $650K

shellforsale@gmail.com

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

NEW - UPSCALE RESTAURANT FOR LEASE
Cost $2,000,000. Will lease all new furniture,
kitchen equip, refrigeration, elevator, generator
for $1.00. Seats 234, 4 private dining rooms,
wine cellar with 10,000 bottle capacity. Will
lease 10,000 sq ft restaurant for $14.00 per sq.
ft plus CAM to qualified, experienced person.
Louisville, KY.Mr. Rodulfo 502-499-7666

DREAM VENTURE
Boat up to your new, fully staffed...

first over the water
restaurant and marina in sunny

Colorado. For sale by designer/builder.
Operate two

amazing new ventures from your
waterfront residence ...
dreamventurecolorado.

blogspot.com

Collateral Portfolios
For Sale

“A” -Rated or Better, Secondary Market
Portfolios. Non Mortgage Backed, Non Mort-
gage Related or Mortgage Pass through.

For Information call
212-500-2085

www.collateralsource.com

Brand New $30K.
Several units left from

never opened Copy center.
$3,995/delivered

HIGH SPEED OFFICE COPIER

352-257-3600
TOLL FREE 877-736-5091

www.copierinfo.biz

LAND FOR SALE
CENTRAL FLORIDA

- MULBERRY-
APPROX. 230 ACRES ZONED

FOR 485 SINGLE FAMILY 50' LOTS

ALAFIA LAKES 561-368-5521

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

MAKE GREAT
CONNECTIONS
IN EUROPE.
THE WALL STREET
JOURNAL EUROPE.

To advertise
Emma Balogun
Advertising Sales Executive
TheWall Street Journal Europe

+44 20 7842 9608 (direct)
+44 20 7842 9650 (fax)

emma.balogun@dowjones.com
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Short Mat Dollar B US BD LUX 11/12 USD 7.15 –17.1 –18.3 –8.7
Short Mat Dollar B2 US BD LUX 11/12 USD 9.21 –17.1 –18.4 –8.7
Short Mat Dollar I US BD LUX 11/12 USD 7.15 –16.4 –17.5 –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 11/12 GBP 6.34 –33.0 –31.9 –16.2
Andfs. Borsa Global GL EQ AND 11/12 EUR 5.68 –40.6 –40.0 –20.6
Andfs. Emergents GL EQ AND 11/12 USD 9.16 –56.9 –57.5 –21.5
Andfs. Espanya EU EQ AND 11/12 EUR 10.04 –43.1 –45.0 –21.8
Andfs. Estats Units US EQ AND 11/12 USD 11.81 –41.8 –39.3 –19.7
Andfs. Europa EU EQ AND 11/12 EUR 6.35 –42.7 –42.1 –22.1
Andfs. Franca EU EQ AND 11/12 EUR 8.23 –41.4 –40.5 –22.9
Andfs. Japo JP EQ AND 11/12 JPY 435.28 –43.7 –43.1 –26.4
Andfs. Plus Dollars US BA AND 11/12 USD 8.41 –21.4 –21.5 –9.7
Andfs. RF Dolars US BD AND 11/12 USD 10.15 –10.4 –10.9 –4.3
Andfs. RF Euros EU BD AND 11/12 EUR 9.09 –17.7 –18.7 –10.3
Andorfons EU BD AND 11/12 EUR 12.30 –19.6 –20.7 –11.9
Andorfons Alternative Premium OT OT AND 09/30 EUR 105.62 –9.0 –8.2 –0.1
Andorfons Mix 30 EU BA AND 11/12 EUR 8.30 –28.4 –28.7 –15.0

Andorfons Mix 60 EU BA AND 11/12 EUR 8.15 –38.2 –37.3 –19.7

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 11/07 USD 132835.98 –49.1 –50.9 –19.3

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 11/13 EUR 10.15 –0.2 –0.3 1.4
DJE-Absolut P GL EQ LUX 11/13 EUR 173.85 –31.1 –29.9 –11.4
DJE-Alpha Glbl P EU BA LUX 11/13 EUR 149.39 –26.9 –25.4 –9.1
DJE-Div& Substanz P GL EQ LUX 11/13 EUR 172.73 –27.5 –28.1 –9.2
DJE-Gold&Resourc P OT EQ LUX 11/13 EUR 108.26 –42.2 –42.2 –18.8
DJE-Renten Glbl P EU BD LUX 11/13 EUR 118.37 –3.0 –3.9 –0.5
LuxPro-Dragon I AS EQ LUX 11/13 EUR 92.96 –48.6 –48.0 –8.5
LuxPro-Dragon P AS EQ LUX 11/13 EUR 90.91 –49.7 –49.1 –9.5
LuxTopic-Aktien Europa EU EQ LUX 11/13 EUR 13.09 –32.1 –30.7 –10.5
LuxTopic-Pacific AS EQ LUX 11/13 EUR 9.52 –55.7 –55.8 –23.0

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 11/12 EUR 43.47 –60.4 –60.4 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 11/12 USD 41.78 –66.2 –65.9 NS
(Lux) Russian EUR EE EQ LUX 11/11 EUR 39.31 –65.4 –65.0 NS

(Lux) Russian USD EE EQ LUX 11/11 USD 38.14 –70.2 –69.8 NS
Balkan Fund EE EQ SWE 11/13 SEK 12.01 –64.0 –63.1 –26.8
Baltic Fund EE EQ SWE 11/13 SEK 39.45 –46.4 –48.6 –22.1
Eastern European Fund EU EQ SWE 11/11 SEK 22.74 –58.5 –57.7 –25.0
Russian Fund EE EQ SWE 11/11 SEK 657.34 –62.4 –61.5 –27.7
Turkish Fund EE EQ SWE 11/13 SEK 4.19 –63.5 –61.2 –27.1

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 10/31 USD 21.96 –39.3 –34.5 –4.2
EFG-Hermes Saudi Arabia Equity EA EQ SAU 11/04 SAR 6.04 NS NS NS
EFG-Hermes Telecom OT EQ BMU 10/31 USD 25.98 –32.2 –32.0 –3.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 11/12 USD 230.52 –26.0 –25.7 –11.0
Sel Emerg Mkt Equity GL EQ GGY 11/12 USD 122.89 –54.6 –54.0 –20.3
Sel Euro Equity EUR US EQ GGY 11/11 EUR 80.85 –44.7 –45.8 –25.0
Sel European Equity EU EQ GGY 11/12 USD 129.37 –54.4 –55.0 –27.4
Sel Glob Equity GL EQ GGY 11/12 USD 136.19 –50.1 –50.2 –26.5
Sel Glob Fxd Inc GL BD GGY 11/12 USD 124.56 –15.1 –15.8 –5.8
Sel Pacific Equity AS EQ GGY 11/12 USD 86.57 –50.9 –51.1 –18.0
Sel US Equity US EQ GGY 11/12 USD 93.72 –45.1 –44.0 –23.3
Sel US Sm Cap Eq US EQ GGY 11/12 USD 118.25 –48.8 –49.3 –29.0

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/12 EUR 288.46 –20.0 –20.2 –10.4
DSF 50/50 EU BA LUX 11/12 EUR 217.04 –26.9 –26.9 –14.3
DSF 75/25 EU BA LUX 11/12 EUR 166.25 –33.8 –33.7 –18.8
KBC Eq (L) Europe EU EQ LUX 11/12 EUR 410.40 –46.0 –46.4 –26.4
KBC Eq (L) Japan JP EQ LUX 11/11 JPY 17386.00 –41.2 –42.6 –26.8
KBC Eq (L) NthAmer EUR US EQ LUX 11/12 EUR 433.75 –43.7 –42.2 –22.3
KBC Eq (L) NthAmer USD US EQ LUX 11/12 USD 626.17 –42.6 –40.8 –20.2
KBL Key America EUR US EQ LUX 11/10 EUR 324.02 –44.6 –44.1 –21.1
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U.S. corporate-tax loopholes
face scrutiny under Obama

Redstone calms investors
Viacom, CBS holder
says he has no plans
to sell more shares

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

Investor suit forces halt
at Kuwait stock exchange

By Merissa Marr

Attempting to head off panic
selling in shares of Viacom Inc. and
CBS Corp., Sumner Redstone is-
sued a statement Thursday stress-
ing that the value of his assets still
exceeds his $1.6 billion debt pile
and repeating his now-familiar
mantra about having no plans to
sell stock in either company.

Viacom and CBS stock have
fallen sharply in the past week, cul-
minating in a particularly hard tum-
ble Wednesday as investors grew
concerned that the fall would un-
dermine Mr. Redstone’s negotia-
tions with his lenders and force
him to sell more stock in the two
companies he controls. Mr. Red-
stone’s holding company, National
Amusements Inc., has been in ur-
gent negotiations to restructure its
debt after the stock-market rout
took a toll on its holdings.

Mr. Redstone is expected to sell
some of his holdings to get bankers

to agree to a restructuring. Advis-
ers are combing through the fami-
ly’s assets to assess their value and
ease of sale, according to people fa-
miliar with the situation. But the
two sides are exploring a longer
timetable to sell any assets in an ef-
fort to avoid fire-sale valuations,
the people said.

In his statement, Mr. Redstone
said the talks were proceed-
ing in a “smooth and con-
structive manner.”

He continued: “It is im-
portant to understand that
the value of National
Amusements’ assets well
exceeds its debt and Na-
tional Amusements has no
intention of selling any
stock of either Viacom or
CBS.”

Viacom Class B shares
were up 1.5%, or 23 cents,
at $15.37 in late composite
trading on the New York Stock Ex-
change, while CBS shares were up
1.9%, or 12 cents, at $6.18. Viacom
shares have fallen 17% so far this
week, while CBS is down 24%.

Mr. Redstone already has sold
$233 million of his Viacom and CBS
stock to keep lenders at bay after
tripping an asset-coverage cove-

nant, which requires the value of as-
sets to be a certain multiple of
debt.

After the current round of due
diligence, the two sides will dis-
cuss other possible asset sales as
part of a restructuring plan, accord-
ing to people familiar with the situ-
ation. Mr. Redstone has said he
doesn’t want to sell Viacom or CBS.

Other contenders for sale
include the family’s movie
theater chain, a stake in
National Amusements,
and stakes in videogame
company Midway Games
and slot-machine com-
pany WMS Industries.

The challenge for Na-
tional Amusements in
electing assets to sell is to
make sure it has enough
cash flow going forward
to support its debt. Na-
tional Amusements relies

heavily on the theater chain and
dividends from CBS for cash. Sooth-
ing concerns that it may have to
cut its dividend amid the advertis-
ing downturn, CBS said Thursday
that its next quarterly dividend
would be 27 cents a share, un-
changed from the previous quar-
ter.

China to repeal news-services rule

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

By Jesse Drucker

The Internal Revenue Service
found that U.S. companies paid fed-
eral income taxes on their reported
U.S. profits at far less than the 35%
statutory rate, offering a potential
revenue source for an incoming pres-
idential administration that faces a
yawning budget deficit.

Newly released data from the IRS
show companies paid federal and for-
eign income taxes on their U.S. book in-
come—the amount reported to share-
holders—at a rate of 25.3% during
2005, the most recent year for which
data were made available by the IRS.

Effective U.S. corporate tax rates
could take on increasing importance
in the months ahead for President-
elect Barack Obama. Some tax ex-
perts call for tightening corporate
loopholes and ending some industry
tax breaks, while others say such
moves could be counterproductive
and end up killing jobs in an eco-
nomic downturn.

Mr. Obama has highlighted this is-
sue. In the first presidential debate,
he said: “There are so many loop-
holes that have been written into the
tax code…that we actually see our
businesses pay effectively one of the
lowest tax rates in the world.”

The information about tax rates
was included in a broader IRS study
that examines the gap between in-
come reported to shareholders and
the consistently lower income re-
ported to tax authorities. Differ-
ences between accounting rules and
tax laws mean companies keep two
sets of books. Tax rules often allow
them to take deductions on their tax
returns that don’t eat into their book
profits reported to shareholders.

The IRS requires companies to file
a form reconciling the gap between
their book and taxable profits. U.S.
companies included in the data re-
ported about $1.35 trillion in pretax
U.S. book income to their investors in
2005, but about $1.03 trillion to the
IRS—a difference of about 23%.

Sumner
Redstone

China resolved a dispute with its
principal trading partners Thurs-
day by agreeing to repeal a regula-
tion requiring foreign financial-
news services to disclose sales data
and other confidential information
to a government-controlled Chinese
competitor.

The news services will instead
be required to share information

with an independent regulator, un-
der an agreement by China that re-
solved a complaint to the World
Trade Organization filed last year
by the U.S., the European Union and
Canada.

Currently, financial news outlets
can’t sell data and news articles in
China without a license from the
China Economic Information Ser-
vice, a division of Xinhua news
agency. Xinhua is one of China’s big
three state-owned media groups,
along with television and radio
broadcasters.

The market in China for financial
news and data has grown as the
country’s financial markets have ex-
panded. Companies operating in
China, such as Thomson Reuters, a
division of Canada’s Thomson
Corp., Bloomberg LP and Dow
Jones & Co., a unit of News Corp., of
the U.S., are required to provide
data on customers, software and de-
livery operations to receive the li-
cense. Dow Jones, is the publisher
of The Wall Street Journal.

The companies argued they
shouldn’t have to share contract de-
tails, customer profiles and market-
ing efforts with a competitor. Xin-
hua hasn’t exercised its authority to
shut down or fine any of the compa-
nies for noncompliance.

Under the new agreement, which
takes effect in June, foreign media
firms must apply for a license from
an independent regulator that will
be prohibited from sharing propri-
etary information with anyone.

“The independence of the regula-
tor is critical to ensuring a legal envi-
ronment that is free of damaging po-
tential conflicts of interest,” said

U.S. Trade Representative Susan
Schwab in a statement. A Xinhua
spokesman wasn’t immediately
available to comment.

Dow Jones, Bloomberg and
Thomson Reuters all welcomed the
change and said they had agreed to
share required information with the
independent regulator.

The new rule will protect the me-
dia’s “freedom to deal directly with
our financial information custom-
ers and protect our proprietary com-
mercial information,” Bloomberg
said in a statement.

Xinhua also had broader author-
ity to censor stories and suspend
transmission, but EU officials said
they never considered that a real
possibility. The main foreign provid-
ers of news and data say Xinhua has
never had a role in their operations.

Officials in Beijing said the law’s
intent wasn’t to censor or restrict fi-
nancial information or discriminate
against Western media outlets.Euro-
pean Union and U.S. officials com-
plained frequently about the regula-
tion to the Chinese ministry of com-
merce, since it took effect in 2006.
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KUWAIT CITY—A court shut-
tered this oil-rich emirate’s stock ex-
change Thursday amid big losses
and protests.

An administrative court in Ku-
wait City ordered the Kuwait Stock
Exchange to temporarily close down
in response to a suit filed on behalf of
aggrieved stock investors, who have
seen share prices plummet in recent
weeks. In response, traders and bro-
kers at the exchange have staged a se-
ries of protests and walk-outs.

After the ruling, several traders
stood on chairs on the exchange
floor celebrating their victory. The
court ordered the exchange closed
until Monday. Kuwait’s normal trad-
ing week begins Sunday and ends
Thursday. The government plans to
appeal the court ruling, according
to the state news agency.

Persian Gulf stock indexes have
plummeted along with global mar-
kets as concern over the health of the
world's economy weighs on inves-
tors. The main index on the Kuwaiti
exchange has shed about 31% year-to-
date. Dubai's market has been the
worst hit in the region, down about
65% year-to-date.

Falling crude prices and weaken-
ing property markets have weighed
heavily on sentiment. In Kuwait,
worry has also grown about the
health of the banking sector after
one big local bank disclosed large
trading liabilities.

In response, Kuwait’s central
bank has guaranteed bank deposits.
This week, it said it would buy assets
from investment firms. Details
weren’t clear, but the plan appeared
to be designed to help firms with big
investment losses. Kuwait also has
said its government investment fund
would start channeling cash into in-
vestment firms active in the local
market.

Other governments in the region
also have moved aggressively to
counter any knock-on effect of the
global financial crisis. The United
Arab Emirates has guaranteed bank
deposits and injected billions of capi-
tal into the banking system.

The moves have so far failed to
boost confidence.

“We don't have any trust in the
Kuwaiti financial market,” said
Mona Abdul Razzak, a 45-year-old
human-resources manager at a local
bank.

By John W. Miller in Brussels
and James T. Areddy in
Shanghai
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Bulgari chief sees crisis
affecting rich consumers
Jeweler trims forecast,
labels the slowdown
partly ‘ psychological’

SABMiller’s net jumps 49%,
aided by a gain, weak dollar

By Davide Berretta

And Sofia Celeste

ROME—The chief executive of
Bulgari SpA, expressing pessimism
about holiday sales, said the Italian
jewelry company’s full-year sales
and profit would be lower
than expected, the latest
sign that the global finan-
cial crisis has spread to the
highest echelons of the lux-
ury goods industry.

“It’s very clear that the
events in September and
October are having an ef-
fect on the luxury con-
sumer,” Bulgari Chief Exec-
utive Francesco Trapani
said in an interview, refer-
ring to the financial crisis.

Mr. Trapani said his out-
look for the holiday shop-
ping season was “pessimistic,” de-
scribing the spending slowdown as
“both material but also psychologi-
cal.”

Bulgari didn’t say by how much
it was cutting full-year sales and
profit targets. The company had pre-
viously said that it expected net
profit, sales and operating profit to
grow between 8%-10%. In 2007, Bul-
gari posted Œ150.9 million in net
profit on sales of Œ1.09 billion.

October has been the worst

month to date this year, Bulgari
said, particularly in the U.S. and Eu-
rope. Sales in the America’s
dropped 14.7%. Sales in Japan, Bul-
gari’s biggest single market, fell
2.2%, though the rest of Asia, exclud-
ing Japan, rose 3.1%.

Damage is apparent in the latest
quarter’s results, posted Thursday.
Bulgari reported a 44% drop in net
profit to Œ23 million for the three
months to Sept. 30.

Revenue inched down to Œ256.2
million from Œ257.4 million a year

earlier, while earnings be-
fore income and taxes fell
38% to Œ29.2 million from
Œ47.2 million. The company
said it had also been af-
fected by an increase in the
price of gold in dollars.

In the third quarter, Bul-
gari’s jewlery sales rose by
1% from a year earlier, and
sales of perfumes and fra-
grances rose by 11.4%. The
watch business declined,
posting a 7.4% drop in sales.
Mr. Trapani blamed a short-

age in components for flagging
watch sales, which “stops us from
delivering all of the watches we
could deliver.”

Over the past couple of months,
the financial crisis has cut deeply into
consumer spending on some of the
world’s priciest wares—a segment
once considered less vulnerable to
the economic downturn than other
consumer goods. Earlier this month,
French luxury-goods maker Hermes
also cut its full-year sales targets, cit-
ing a slowdown in October sales.

GLOBAL BUSINESS BRIEFS

Francesco
Trapani

CORPORATE NEWS

Premiere AG

Premiere AG swung to a third-
quarter net loss because of higher
operating costs and narrowed its
full-year earnings outlook. The Ger-
man pay-TV operator posted a quar-
terly net loss of Œ89.1 million ($111.2
million), compared with a profit of
Œ100,000 a year earlier. Revenue
slipped 1.2% to Œ244.6 million from
Œ247.5 million. Premiere said operat-
ing costs jumped 21% to Œ271.8 mil-
lion, as expenses for transmission,
hardware and selling increased. At
the end of the quarter, Premiere had
2.41 million direct subscribers. The
company said it now expects a full-
year loss before interest, taxes, de-
preciation and amortization of be-
tween Œ40 million and Œ60 million,
narrowing its previous forecast for
a loss of Œ40 million to Œ70 million.

Repsol YPF

Oil giant Repsol YPF Thursday re-
ported a 13% increase in third-quar-
ter net profit, citing higher petro-
leum prices and strong perfor-
mances in its core businesses. Net
profit for the three months ended
Sept. 30 rose to Œ723 million
($902.3 million), compared with
Œ638 million the year before. The
company said that in the first nine
months of 2008—including a first
half marked by high oil prices—its
net profit rose 15% to Œ2.8 billion.
For the third quarter, operating in-
come from upstream operations
rose 27%. The earnings report came
a day after Russian Vice President
Viktor Zhukov, on a visit to Madrid,
announced that the Russian state-
owned energy giant OAO Gazprom
is considering buying a 20% stake in
Repsol. The stake was put up for
sale by debt-laden Spanish construc-
tion company Sacyr-Vallehermoso.

Zurich Financial Services AG

Zurich Financial Services AG
posted a 90% drop in third-quarter
net profit and has temporarily
halted its share-buyback program.
Net fell to $154 million from $1.51 bil-
lion a year earlier, as the insurer suf-
fered from investment losses of $1.1
billion and hurricane claims of $595
million. Net earned premiums and
policy fees rose 4% to $10.5 billion.
Chef Executive James Schiro said
the company gained market share
and would seek growth opportuni-
ties. The insurer has spent about $2
billion on small and medium-sized
buys in the past few months, and an-
alysts expect it will bid for some of
the businesses that American Inter-
national Group Inc. is putting on
the block.

Aéroports de Paris SA

French airports operator
Aéroports de Paris SA said its third-
quarter revenue rose 9.3% to Œ671.3
million ($837.8 million), driven by
expanding airport-services activi-
ties such as retailing. For the first
nine months of the year, revenue
was up 11% to Œ1.89 billion from a
year earlier, far outstripping the
1.5% rise in both passenger traffic
and aircraft movements at the air-
ports that ADP operates. Overall
traffic growth in the first nine
months had topped that of its Euro-
pean peers. Airline traffic between
ADP’s airports and destinations out-
side the European Union rose 3.9%,
while traffic inside France was
down 3.9%. ADP’s airport-services
activities grew 8.7% to Œ1.43 billion,
fueled by a 9.5% increase in revenue
from retailing, as sales in duty-free
shops jumped 13%.

Air France-KLM SA

Airline says pilots’ strike
will cost $125 million

Air France Chief Executive Jean-
Cyril Spinetta, said a four-day pi-
lots’ strike will cost the airline Œ100
million ($125 million) if air crew fol-
low. Labor unions representing pi-
lots have called the strike, starting
Friday, to protest a plan to raise the
retirement age for pilots to 65 from
the current 60. In a conference call,
Mr. Spinetta called the strike “ab-
surd” and said it will have a negative
impact on Air France’s image at a
time when passenger traffic is weak-
ening and competition is mounting
among European airlines. The air-
line expects it will be forced to can-
cel half of its medium- and long-haul
flights from Paris when the strike
starts at midnight local time. There
could be more cancellations and
longer-lasting disruptions to traffic
if cabin staff join the protest.

AstraZeneca PLC

AstraZeneca PLC Thursday said
its antipsychotic drug Seroquel, al-
ready marketed as a schizophrenia
treatment, has been approved to
treat bipolar disorder in the Euro-
pean Union, potentially bringing in
new sales for one of the company’s
best-selling products. Both Sero-
quel and Seroquel XR, the once-
daily formulation of the drug, have
been approved for the treatment of
this serious mental illness, which
causes severe mood swings. The
move follows last month’s approval
of Seroquel XR for bipolar disorder
in the U.S. Seroquel XR is the slow-
release version of Seroquel, which
was launched in 1997 for the treat-
ment of schizophrenia and has be-
come one of the Anglo-Swedish
drug maker’s best-selling products,
with sales of $4.03 billion last year.

Austrian Airlines AG

The Austrian state’s privatiza-
tion and holding company Österre-
ichische Industrieholding AG, or
ÖIAG, said Deutsche Lufthansa AG
was now the only bidder for the gov-
ernment’s stake in Austrian Air-
lines AG. A bid by Russia’s S7 didn’t
comply with the rules of the tender,
it said in a statement. French-Dutch
carrier Air France-KLM dropped
out of the race last month. ÖIAG
Chief Executive Peter Michaelis said
he expects the deal to be decided
upon at the holding company's su-
pervisory board meeting on Dec. 5,
and signed within a month. In late
October, ÖIAG extended the tender
for the state’s 41.6% stake until Dec.
31 after Lufthansa offered to pay
only a nominal amount for carrier
and demanded that the government
take on at least some of the carrier’s
Œ900 million ($1.12 billion) debt.

Benetton Group SpA

Italian apparel retailer Benetton
Group SpA said its third-quarter net
profit rose 12%, lifted by rising sales
inemergingmarketslikeSouthAmer-
ica and India. The family-controlled
company, best known for its colorful
knitwear, said net profit increased to
Œ37 million ($46.2 million) from Œ33
million a year earlier, while revenue
rose7%toŒ538millionfromŒ503mil-
lion. Benetton reiterated its full-year
forecast of around 6% revenue
growth and said it expects net profit
to be around 7% higher than last year.
It also confirmed its net-debt target
ofŒ650millionbytheendof2008and
said its full-year investments should
be around Œ250 million. “It is now es-
sential for the group to act with even
more rapidity in viewof the economic
situation the markets will be facing,”
said Benetton Chief Executive Gero-
lamo Caccia Dominioni.

—Compiled from staff
and wire service reports.

By Michael Carolan

LONDON—Brewing giant SAB-
Miller PLC on Thursday posted a
49% rise in fiscal first-half net profit
but said it was scaling back invest-
ment in the face of continued cost
pressures and slowing demand for
beer world-wide.

For the six months ended Sept.
30, the London-based company—
which counts Miller Lite, Peroni and
Pilsner Urquell among its brands—
reported net profit of $1.42 billion,
while sales were up 3.6% at $11.17 bil-
lion. The company didn’t break out
quarterly figures.

The big jump in net profit was
due to a $437 million gain related to
the sale in June of SABMiller’s North
American operations to MillerCo-
ors, the company’s joint venture

with Molson Coors Brewing Co.
The earnings were also boosted

by the weakness of the U.S. dollar
relative to a number of currencies in
which SABMiller sells beer—a trend
that’s expected to reverse sharply in
the fiscal second half.

The company said it would re-
view its spending and investment
plans in light of the current uncer-
tain environment.

“The deterioration in global eco-
nomic conditions is causing weaken-
ing consumer demand in many of
our markets,” said Chief Executive
Graham Mackay. Mr. Mackay said in
a conference call that the company
would re-examine its cost base
around the world, applying cost con-
straints “more or less everywhere.”
However, investment to raise capac-
ity in growth markets such as Africa
and Peru would continue, he added.

Expansion will be curtailed in
lackluster markets such as Central
and Eastern Europe and even in
China. “Where markets have turned
down we will be postponing and can-
celing investment,” Mr. Mackay
said. He said the Eastern European
countries in which SABMiller oper-
ates had been particularly affected
by the recent financial crisis, hurt-
ing the company’s operations there.

SABMiller is the world’s largest
brewer by volume, but will cede that
position when InBev SA completes
its $52 billion acquisition of An-
heuser-Busch Cos. The deal is ex-
pected to be completed later this
year, after Anheuser’s shareholders
approved the deal on Wednesday.

Finmeccanica SpA

Italian aerospace and defense
company Finmeccanica SpA Thurs-
day said its nine-month net profit in-
creased 35% from a year earlier, re-
flecting higher revenue, reduced
taxes and one-time gains from the
sale of a stake in STMicroelectronics.
The company also confirmed its
2008 guidance that organic revenue
will increase between 6% and 11%.
The order backlog as of Sept. 30 “is
sufficient to cover around 92% of the
production foreseen for this year,”
the company said. The Rome-based
company said net profit in the period
rose to Œ365 million ($455.5 million)
from Œ269 million. Revenue rose 6%
to Œ9.69 billion on strong orders
from the company’s aerospace and
defense sector as well as from its
energy and transport units, the
company said.

GDF Suez SA

French gas and electric utility
GDF Suez SA said Thursday that its
sales rose 18% in the first nine
months of the year, helped by higher
energy prices in its key domestic
and Benelux markets. The Paris-
based company reported sales of
Œ58.83 billion ($73.42 billion) for
the January to September period,
up from Œ50.03 billion a year earlier.
The year-earlier figures are calcu-
lated as if the merger of Gaz de
France SA and Suez SA, which was
finalized earlier this year, had al-
ready taken place. GDF Suez also
said its earnings before interest,
tax, depreciation and amortization
rose 19% to Œ10.35 billion. The com-
pany didn’t report net-profit fig-
ures. It confirmed its target for
Ebitda growth of more than 10%
over the full year.

OAO Mobile TeleSystems

Russia’s most widely used cellu-
lar operator, OAO Mobile TeleSys-
tems, said Thursday its third-quar-
ter net profit slipped for the first
time in two years and the company
reduced its capital spending out-
look for this year. However, it reiter-
ated its revenue-growth forecast
for 2008 of more than 25% from
$8.25 billion last year. New York-
listed MTS said third-quarter net
profit fell 21%, to $515.6 million
from $654.7 million, as the weaken-
ing of the ruble against the dollar
made its foreign debt more expen-
sive. Revenue rose 27% to $2.81 bil-
lion. Chief Executive Mikhail Shamo-
lin said the company sees signs of a
weakening macroeconomic environ-
ment but is “well-positioned to
meet whatever challenges may lie
ahead.”

SNS Reaal NV

SNS Reaal NV, a Dutch financial
services company, said Thursday it
will receive a Œ750 million ($936 mil-
lion) lifeline from the Dutch govern-
ment to shore up its capital posi-
tion. SNS will be the third Dutch
company to take government
money in a month, following the
larger ING Groep NV and Aegon NV.
SNS said terms are similar to those
other deals: it will issue new shares
to the state, paying 8.5% interest,
and has an option to repurchase
them at 150% of the issue price. In
addition, the Utrecht-based com-
pany will issue Œ500 million worth
of new shares to a major investor:
the Stichting Beheer SNS Reaal, a
foundation that exists solely to pro-
tect the company’s interests.
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ICBC unit takes write-down
on Icelandic banks’ bonds
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Intel adds weight to broad decline

Japan’s banks being hit
Credit crunch brings
a rise in bad loans;
Mizuho net falls 71%
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By Yun-Hee Kim

HONG KONG—Intel Corp.’s re-
duced revenue outlook gave Asian
investors another reason to worry,
as slumping technology stocks con-
tributed to a broad drop in regional
markets Thursday that included a
5.3% fall in Tokyo and 5.2% in Hong
Kong.

Investors also reacted to a 4.7%
drop in U.S. stocks overnight that

was sparked by the
shifting terms of
the $700 billion U.S.
government finan-
cial bailout effort

and signs of weak consumer spend-
ing. But analysts said Intel’s lower
forecast late Wednesday provided
further evidence that the technology
industry—a regional cornerstone—
would take a hit during what is cus-
tomarily its strong selling season.

Australia’s benchmark S&P/ASX
200 index ended down 5.9% at a four-
year low. South Korea’s Kospi was
down 3.2% after falling as low as 7%
intraday, and Singapore’s bench-
mark index fell 1.6%. The Shanghai
Composite Index bucked the trend,
rising 3.7% on renewed optimism
over China’s stimulus package. Mum-

bai was closed for a public holiday.
Elpida Memory, Japan’s sole

maker of dynamic random access
memory, or DRAM, chips widely
used in PCs, slumped 13%. In South
Korea, Hynix Semiconductor de-
clined 6.7%.

Taiwan’s Asustek Computer fell
6.5% after Tony Chen, its chief oper-
ating officer, said revenue in Novem-
ber is expected to be below earlier
expectations due to the financial cri-
sis. Asustek makes the low-cost lap-
top Eee PC.

Financials were weak in most
markets after a fall in their U.S. coun-
terparts on concern that the Trea-
sury’s bank-rescue plan was in flux.

In Tokyo, the Nikkei Stock Aver-
age fell 456.87 points to 8238.64.
Concerns over euro/yen weakness
weighed especially heavily on Japa-
nese digital-camera and chip-equip-
ment maker Nikon, as ASML Hold-
ing, its biggest European rival in ad-
vanced semiconductor steppers,
was seen as gaining a competitive
advantage without as many cur-
rency-conversion worries. Nikon
fell 11%.

Among financials, Sumitomo
Mitsui Financial Group sank 8% and
Mizuho Financial Group fell 6.6%.

News that the latter will boost its
capital by issuing preferred securi-
ties had little effect, as the move
could spur share-glut concerns but
also provide hopes for the bank’s
general stability.

In Hong Kong, the Hang Seng In-
dex fell 717.74 points to 13221.35.
Heavyweights HSBC fell 6.3%,
China Mobile dropped 4.6% and Pet-
roChina slumped 6.4%. Hong Kong
Exchanges fell 7.9% after Goldman
Sachs downgraded it to neutral
from sell and cut its target price to
52 Hong Kong dollars (US$6.71)
from HK$126.

In Sydney, the S&P/ASX 200
closed down 230 points at 3697.30,
breaching its Oct. 28 low of 3724.8.
Miner BHP Billiton fell 12%, account-
ing for 20% of the fall in the index.
Rival Rio Tinto lost 8.2%, Fortescue
was down 7.4% and Woodside fell
7.7% as investors feared a further
slide in commodity prices because
of weak Chinese industrial-produc-
tion data.

In Seoul, the Korea Composite
Stock Price Index, or Kospi, lost
35.42 points to end at 1088.44.
 —Rosalind Mathieson

and Kate O’Keeffe in Singapore
contributed to this article.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.

ASIAN-PACIFIC
STOCKS

By Jeffrey Ng

And Susanna Tai

HONG KONG—Industrial & Com-
mercial Bank of China (Asia) Ltd.
stock fell 11% Thursday after the
unit of China’s biggest bank by as-
sets said it will book a 600 million
Hong Kong dollar (US$77.4 million)
loss from its exposure to bonds is-
sued by three of Iceland’s major
banks.

Analysts said they expect down-
ward pressure on the stock in the near
term given the likely impact of the
loss on the company’s second-half
earnings, but they said there is limited
risk for further write-downs as the
bank has a smaller investment book
than other Hong Kong-based lenders.

ICBC Asia shares finished down
11% at HK$7.24, off a low of HK$7.04,
which was the stock’s lowest traded
level since July 2003. The Hang
Seng Index fell 5.2%.

The unit of Industrial & Commer-
cial Bank of China Ltd. said late
Wednesday the carrying value of
the bonds issued by the Icelandic
banks has been “substantially im-
paired” as a result of the global fi-

nancial turmoil, but it didn’t name
the issuers of the bonds.

“Accordingly, the bank has de-
cided to make a full provision for
the diminution in value of the bonds
in a prudent manner,” ICBC Asia
said in a statement.

ICBC Asia said it considers the
loss immaterial and that it won’t
have a significant impact on its busi-
ness. It said the loss accounted for
not more than 0.3% of its total as-
sets as of June 30.

J.P. Morgan said in a report
Thursday it has cut its forecast for
ICBC Asia’s second-half net profit
by 80% to HK$128 million following
the impairment loss, and said the
value of the bonds equates to
around 47 Hong Kong cents a share.
The U.S. investment bank said it
sees limited risk for further write-
downs from financial instruments,
as ICBC Asia’s investment book is
smaller than its local peers.

Before the loss was disclosed,
ICBC Asia’s stock had already
plunged 61% since the start of this
year as the global financial crisis
triggered a massive selloff in equi-
ties world-wide.

By Atsuko Fukase

TOKYO—Mizuho Financial Group
Inc. confirmed that Japanese banks,
until now relatively unscathed by the
credit crisis, are increasingly being
hurt by bad loans.

Japan’s second-largest lender by
assets reported a 71% drop in first-
half net profit to 94.58 billion yen
($996.3 million) from 327.06 billion
yen a year earlier, due to an increase
in bad loans and losses from securi-
ties holdings and securitized invest-
ment products.

Mizuho also said Thursday that it
will raise capital by issuing preferred
securities, not convertible to com-
mon shares, which will be privately
placed with domestic institutional in-
vestors. The bank hasn’t decided on
the amount to be raised.

Mizuho President and Chief Exec-
utive Terunobu Maeda said that if the

bank can raise “around 200 billion
yen or 300 billion yen” that amount
may be high enough to act as a buffer.

Although Japanese banks were
less affected by the subprime crisis
than Western peers, they aren’t im-
mune to the global credit crunch and
slowing economic growth as corpo-
rate bankruptcies increase.

Mizuho’s move to shore up its cap-
ital base reflects how quickly Japa-
nese banks are becoming more cau-

tious about spending, particularly af-
ter the collapse of Lehman Brothers
Holdings Inc.

Several months ago, Japanese
banks thought the financial problems
faced by their Western rivals would
give them good buying opportunities.
In January, Mizuho invested $1.2 bil-
lion in Merrill Lynch & Co. Inc. through
the purchase of preferred shares.

Japan’s largest bank, Mitsubishi
UFJ Financial Group Inc., said last
month it plans to raise as much as
990 billion yen in new capital to
strengthen its financial soundness.
That came after the bank made
hefty investments this year, includ-
ing the purchase of a 21% stake in
Morgan Stanley.

Mizuho said group operating reve-
nue for the April to September period
declined 16% to 1.904 trillion yen from
2.256 trillion yen. The Tokyo-based
bank didn’t disclose second-quarter
figures. Losses from the subprime-re-
lated problems for the six-month pe-
riod amounted to 72 billion yen.

For the fiscal year, Mizuho said it
continues to expect a group net
profit of 250 billion yen on revenue of
3.8 trillion yen.

T H E WA L L ST R E ET JOU R NA L . FRIDAY - SUNDAY, NOVEMBER 14 - 16, 2008 21



Weak U.S. trade, jobs data
underscore global troubles

Bank behemoths
Percentage of all U.S. bank deposits
held by:

PNC Financial Services

Citigroup

J. P. Morgan Chase

Wells Fargo

Bank of America
11.3%

9.7%

11.2
4.5

10.2
7.2

3.5
3.4

2.8
1.2

2008
2007

Notes: Data are through June 30 of each year; 
reflects announced mergers and acquisitions; 
non-retail branches not included

Source: SNL Financial

Fight for bank deposits brings price war
Competition among U.S. lenders may prompt some to restrict credit; juicy interest rates are becoming available

Forecasters believe trough is now

Banks across the U.S. are locked in
an escalating war for deposits that is
putting additional stress on the bat-
tered industry and causing some
banks to make fewer loans or charge
higher interest rates.

Many banks, for example, are of-
fering short-term CDs that pay inter-
est rates of 4% or more. A year ago,

such juicy rates were primarily the
province of Internet-only banks.

The result is “a national price
war,” said Michael Poulos, a partner
at financial-services consulting firm
Oliver Wyman. “The level of competi-
tive intensity is unprecedented right
now.”

That is a boon to consumers but it
is adding to pressure on many banks
and may prompt them to further cur-
tail lending, which could weaken the
ailing U.S. economy.

The feverish competition for de-
posits reflects the new premium that
bankers—as well as regulators and in-
vestors—are placing on low-cost
funding amid the worst banking cri-
sis since the Depression.

Deposits are the lifeblood of
banks. They tend to provide cheaper
and more stable funding than other
borrowing sources such as bonds.
Banks use deposits to make loans.
They earn money by charging
steeper interest rates on loans than
they pay for deposits and other bor-
rowings.

Banks covet deposits now more
than ever because they have wit-
nessed the struggles this year of ma-
jor lenders such as IndyMac Bank,
Washington Mutual Inc., Wachovia
Corp. and National City Corp. Those
companies ran into trouble, and in
some cases collapsed, in part due to
panicky customers yanking their
money. The depleted deposit levels
threatened the banks’ ability to make
loans or fulfill withdrawal requests.
Regulators swooped in.

Looking to fend off additional fail-
ures, federal regulators have intensi-
fied their scrutiny of banks’ deposits.
They are examining the amounts
banks are paying to attract deposits,
according to people familiar with the
matter. The regulators are treating
rising rates as a possible sign that a
bank is facing problems.

So is Wall Street.
“This is a potential red flag,” said

Ken Zerbe, a Morgan Stanley banking
analyst, although he noted that not
all lenders with high rates are having
problems.

Last month, following requests
from clients, Mr. Zerbe started pub-
lishing periodic reports flagging
banks that are paying hefty rates on
deposits. Topping his most recent list
is Colonial BancGroup Inc., a Mont-
gomery, Ala., lender that is offering
4.25% interest on 12-month CDs. Colo-
nial has been struggling with balloon-
ing losses on real-estate loans in the
southeastern U.S.

The frenetic competition is likely
to fuel a continuing industry shake-
out.

Meanwhile, small and midsize
banks that can’t retain deposits likely
won’t survive. They will either sell
themselves to stronger rivals or risk
being shuttered by regulators.

While many consumers will wel-
come the soaring deposit rates, they
aren’t necessarily good for the econ-
omy. The trend is prompting some
banks to make fewer loans. Others
are trying to eke out narrow profits
by charging higher rates on loans,
which makes them unaffordable to
some borrowers.

The deposit shortage “means less
money for lending,” said Chris
Holmes, the head of retail banking at
South Financial Group Inc., a Green-
ville, S.C., banking company with
$13.7 billion in assets and 180
branches. “You can have capital, but
where you can really get hurt is on
the liquidity side.”

Efforts by the Federal Deposit In-
surance Corp. to reassure nervous
bank customers aren’t leading
banks to boost their deposit rates,
bankers say. And the scarcity of de-
posits will complicate the govern-
ment’s attempts to coax banks to
start lending again, including a Trea-
sury Department plan to pump $250
billion in new capital into financial
institutions.

“They have this new capital, but
they have to raise deposits to be able
to substantially grow their loan port-
folios,” said Morgan Stanley’s Mr.
Zerbe.

Nor is the Federal Reserve’s rate-
chopping campaign relieving the
pressure. Previous Fed rate-cutting
cycles like 2000 and 2001 eased the
upward pressure on interest rates on
CDs and savings accounts, according
to Market Rates Insight Inc., which
tracks pricing trends for financial in-
stitutions. Today, though, the intense
competition for deposits has over-
whelmed the relief provided by the
Fed rate cuts.

In one sign of the feverish compe-
tition, a growing number of banks
have started paying Market Rates In-
sight for real-time data on their ri-
vals’ pricing patterns, instead of rely-

ing on the traditional weekly reports.
“They want to be notified immedi-

ately via email if a significant compet-
itor changes its rates” by as little as
0.1 percentage points, Dr. Geller said.
“We are seeing this cat-and-mouse
game constantly. Up and down, up
and down, based on what the compe-
tition is doing.”

Banks that don’t keep up risk los-
ing deposits. That’s what happened
with regional lenders like SunTrust
Banks Inc. and Regions Financial
Corp., whose deposit levels declined
in the third quarter. Both southeast-
ern banks said their deposit levels
started to rebound in October.

In the third quarter, Citigroup
Inc. saw its U.S. consumer-deposit
levels fall slightly. It was the first
time that has happened since the
company started disclosing such
data in 2005. The decline in part re-
flected Citigroup’s sale of a handful
of branches.

To grab new deposits, Citigroup
has been deploying a double-bar-
reled pitch of safety, and hefty 4%
rates on six-month CDs. Executives
describe Citigroup’s rates as “dy-
namic,” and Citigroup recently low-
ered its six-month CD rate to 3.5%.

Citigroup’s offer has drawn the
ire of small rivals like Virginia Com-
merce Bancorp Inc., which has 26
branches and about $2.6 billion in as-
sets. Its finance chief last month
blamed Citigroup for inflating de-
posit rates in northern Virginia. Striv-
ing to keep pace, Virginia Commerce
is now offering CDs with interest
rates as high as 4.5%.
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By David Enrich in New York
and Damian Paletta in
Washington

By Kelly Evans

The U.S. trade deficit narrowed
in September, but the improvement
was driven by a combination of
large declines in imports and ex-
ports, underscoring the fragile state
of the global economy. The U.S. la-
bor market, meanwhile, is worsen-
ing at a rapid clip, which could fur-
ther undermine growth.

The Commerce Department said
the U.S. trade deficit shrank to $56.5
billion in September from $59.1 bil-
lion the previous month, driven by
sagging demand and lower prices
for imported petroleum as the U.S.
economy slows.

“It is clear that the combination
of global recession and the global
credit crunch is causing world-wide
trade to dry up,” said Wachovia
Corp. economist Jay Bryson, adding
that the narrowing likely will con-
tinue thanks to the “marked de-
cline” in oil prices.

Imports fell by $12.5 billion to
$224.4 billion in September, as total
demand for imported crude oil fell
to about 253 million barrels—the
lowest in five years—from about
308 million barrels in August. The
average cost of crude fell by a
record $12.41 to $107.58 a barrel. Im-
ports of autos, consumer goods,
food, industrial supplies and busi-
ness capital goods also declined.

Consumers and businesses in
other nations also are pulling back,

leading to a sizable drop in exports
of U.S. goods and services in Septem-
ber. Total exports fell by $9.9 bil-
lion, or 6%, to $155.4 billion, the big-
gest monthly decline since Septem-
ber 2001, when the economy was
last in a recession.

About half the decline reflected
a drop in aircraft shipments re-
lated to the now-resolved strike at
Boeing Co. But the rapid slowing
of the global economy will likely
offset much of any boost from its
settlement.

For years, U.S. businesses have
relied on strong foreign demand for
their goods as a key driver of
growth. With demand faltering not
only in the U.S. but world-wide, it is
increasingly leading to layoffs as
companies seek to cut costs.

The Labor Department reported
Thursday that new claims for unem-
ployment benefits jumped by
32,000 last week to a seasonally ad-
justed level of 516,000, the highest
level since September 2001. The
four-week average, which econo-
mists use to smooth out weekly vola-
tility, rose to 491,000, the highest
level in 17 years.

The total number of people on
jobless rolls rose to just less than
3.9 million—a sign the unem-
ployed are having difficulty find-
ing work. The 3.9 million figure is
the highest since January 1983,
when the economy was in a deep,
prolonged recession.

By Phil Izzo

The U.S. economy is in the midst
of the worst part of the recession,
but growth may return by the sec-
ond half of next year, according to
economists in the latest Wall Street
Journal forecasting survey.

“The intensity of decline will
wane,” said Stephen Stanley of RBS
Greenwich Capital. “We’ve cut out a
lot of the low-hanging fruit, and it
gets progressively tougher to see
such rapid rates of decline.”

On average, the 54 economists
surveyed expect gross domestic
product—the broadest measure of
economic activity—to decline 3% at
an annualized rate in this year’s
fourth quarter. That comes after the
Commerce Department reported a
0.3% drop for the third quarter. An-

other negative reading is forecast
for the first three months of next
year, with an essentially flat reading
for the second quarter. Slow growth
is seen for the second half of 2009,
reaching 2.1% by the fourth quarter.

“By the third quarter of next year,
a recovery will be under way,” said
John Lonski of Moody’s Investors Ser-
vice, but he said expansion won’t re-
turn to pre-crisis levels until 2010.

A number of economists sur-
veyed gave a much more pessimistic
forecast, due in part to pressure on
consumers. “We’re not only in an
economic downturn, but a serious
banking crisis. The idea that you can
just have a couple of quarters of neg-
ative growth and then we’re off to
the races is just too optimistic,” said
Paul Ashworth of Capital Econom-
ics, who is predicting GDP contrac-

tions throughout next year.
Government action is one reason

why some economists see the land-
scape eventually improving. Nearly
two-thirds of respondents say the
Treasury Department’s Troubled As-
set Relief Program, which has taken
stakes in major financial institu-
tions, is helping markets.

Economists were supportive of
more government stimulus. More
than 80% say that even if a stimulus
package is passed before the end of
2008, another would be welcome in
January. Some 34% of respondents
said the top priority in such a pack-
age should be permanent tax cuts.
On average, economists said the to-
tal size of government stimulus this
year and early next should be more
than $250 billion.
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By David Enrich

And Robin Sidel

The board of Citigroup Inc. is
growing dissatisfied with the finan-
cial giant’s performance, and some
directors are considering replacing
Sir Win Bischoff as chairman, ac-
cording to people familiar with the
matter.

One leading candidate is Richard
Parsons, Time Warner Inc.’s chair-
man and a member of Citigroup’s
board. Mr. Parsons ran a New York
thrift in the early 1990s and is one of
the few Citigroup directors with ex-
perience in financial services. He
also is part of President-elect
Barack Obama’s transition eco-
nomic-advisory board.

The possible replacement of Sir
Win comes as Citigroup’s board is
adopting an assertive stance to-
ward overseeing Chief Executive
Vikram Pandit and his tightknit
team of executives. Those execu-
tives took power last December af-
ter Citigroup’s previous CEO,
Charles Prince, stepped down amid
mounting losses.

Some directors have grown con-
cerned that Sir Win, who is based in
London, hasn’t been exercising ade-
quate oversight.

It isn’t clear how many of New
York-based Citigroup’s directors
are agitating for the change, and it
is possible that the board will opt to
stick with its current chairman.

“I’m not sure it will happen, but
it seems likely” that Sir Win will be
replaced, said one person familiar
with the situation.

Sir Win, who has dual British and
German citizenship, was traveling
in the Middle East on Wednesday
and wasn’t available to comment.

In a statement Thursday, the
board said it “reiterated its full sup-
port” for Sir Win, and said it looks
forward to his continued leader-
ship. “This morning’s Wall Street
Journal report to the contrary is
completely erroneous.”

Adding to the board’s concern is
Citigroup’s ailing stock price, which
fell below $10 a share Wednesday,
the first time it has crossed that
threshold in 12 years, on a split-ad-
justed basis.

Over the summer, several direc-
tors complained to Mr. Pandit that
he hadn’t adequately kept them in
the loop about his plans. In recent
months, the board has been holding
meetings twice a month and trying
to be more assertive about supervis-
ing management decisions. That
change has irked some Citigroup ex-
ecutives, who said the board’s in-
volvement in the negotiations to
buy Wachovia Corp. slowed the pro-
cess and gave Wells Fargo & Co.
time to re-emerge with a superior of-
fer.

Mr. Parsons, Citigroup’s lead out-
side director, has grown more in-
volved in monitoring Citigroup’s in-
ternal operations, the people said.
He has been summoning top execu-
tives throughout the company to
gauge their opinions on operations,
and some have been complaining to
Mr. Parsons, one person said. He has
been meeting or talking on the
phone with executives several times
a week, then briefing his fellow di-
rectors on the conversations, an-
other person said.

While Mr. Parsons is a leading
candidate for the chairmanship, no
choice has yet been made. One po-
tential wild card is whether Mr.
Obama will ask Mr. Parsons to take a

prominent role in his cabinet.
Barely a month after losing the

fight for Wachovia, Citigroup is in
talks to buy a much smaller regional
lender, Chevy Chase Bank, which op-
erates in the mid-Atlantic region.
Citigroup is one of a number of bid-
ders for Chevy Chase.

Based in Bethesda, Md., Chevy
Chase has more than 280 branches,
mostly in the Washington area, and
earned $55.3 million in 2007. Ac-
cording to June 30 data filed with
the Federal Deposit Insurance
Corp., it has $14.9 billion in assets
and about $11.4 billion in deposits.

The Citigroup spokeswoman de-
clined to comment on whether the
bank is talking with Chevy Chase.
Representatives of Chevy Chase
couldn’t immediately be reached.

For Citigroup, it would be a far
smaller deal than a Wachovia acqui-
sition. Citigroup thought it had
nailed down an agreement to buy
the Charlotte, N.C.-based bank, but
the deal slipped away last month
when Wells Fargo swooped in with a
higher offer. Citigroup is seeking bil-
lions of dollars in damages over the
breakup of its deal.

The loss of Wachovia unleashed
a round of finger-pointing inside
Citigroup, with some executives
blaming Mr. Pandit and his team.

Since Mr. Pandit took Citigroup’s
helm Dec. 11, the company has
logged four consecutive quarterly
losses totaling more than $20 bil-
lion. Citigroup has slashed its divi-
dend twice, fired thousands of em-
ployees and raised more than $60
billion in capital, including $25 bil-
lion through a recent infusion from
the U.S. government.

The possible chairman switch,
which is still in the discussion
phase, reflects rising sentiment
among some Citigroup directors
that they would prefer to have an
outsider running the board, the peo-
ple said.

The board itself is facing pres-
sure from shareholders angry about
Citigroup’s stock price.

 —Matthew Karnitschnig
contributed to this article.

Hedge funds talk to House
Managers support
derivatives exchange,
are cool to regulation

Citi board dismisses talk
of replacing its chairman

Gottex halts some redemptions

ASSOCIATED PRESS

WASHINGTON—Several promi-
nent hedge-fund managers told
Congress on Thursday they sup-
port the creation of a central ex-
change for derivatives trading, par-
ticularly in credit-default swaps,
but they stopped short of endors-
ing stricter regulation of hedge
funds themselves.

The managers testified at a
House of Representatives hearing

examining the role
of hedge funds in
the crisis and the
risks that critics
say they pose to

the financial system. Hedge funds,
vast pools of capital holding an esti-
mated $2.5 trillion in assets, oper-
ate mostly outside of government
supervision.

Billionaire investor and liberal
activist George Soros, who runs a
hedge fund, said new regulations
are needed to gauge the underlying
financial strength of banks. But he
warned against “going overboard”
with regulations that could do
more damage than good to the fi-
nancial system.

Mr. Soros, who amassed a for-
tune betting on global currency
markets and has given heavily to
U.S. Democrats’ political cam-
paigns, has criticized President
George W. Bush’s administration
for what he said was a slow reac-
tion to the financial crisis and mea-
sures to effectively address it.

The House Oversight and Gov-

ernment Reform Committee is at-
tempting to assess the role of hedge
funds in the financial crisis and
what could go wrong with them in
the future, said its chairman, Henry
Waxman, a California Democrat.

Two fund executives, Citadel In-
vestment Group Chief Executive
Kenneth Griffin, and Philip Fal-
cone, senior managing director of
Harbinger Capital Partners, said
they support the creation of public
exchanges or clearinghouses to
provide transparency for deriva-
tives such as credit-default swaps.

“An open and transparent mar-
ket for these transactions would re-
duce confusion and improve under-
standing” of trading in complex de-

rivatives such as credit-default
swaps, Mr. Falcone said in testi-
mony prepared for the hearing.

Credit-default swaps, a roughly
$60 trillion world-wide market,
played a big role in the credit crisis
that brought the downfall of Lehman
Brothers Holdings Inc., a govern-
ment rescue plan for giant insurer
American International Group Inc.,
and Merrill Lynch & Co. selling itself
to Bank of America Corp.

The swaps are commonly used
contracts to insure against the de-
fault of financial instruments such
as bonds and corporate debt. But
they also are bought and sold as

bets against bond defaults. Hedge
funds are major purchasers of
credit-default swaps.

A central clearinghouse or ex-
change for the instruments would
reduce financial risks and provide
greater transparency around
them, the hedge-fund executives
said.

Hedge funds have grown explo-
sively in recent years. They have
drawn investments from an in-
creasing number of ordinary inves-
tors, pension funds and university
endowments.

Earlier this year, the implosion
of hedge funds at Bear Stearns cost
investors $1.8 billion and began a
domino effect that pushed the in-
vestment bank itself to the brink. It
was purchased by J.P. Morgan
Chase & Co. in March with a $29 bil-
lion federal backstop.

Hedge funds “now pose a very
public peril when the bets go
bad,” said Rep. Tom Davis of Vir-
ginia, the committee’s senior Re-
publican.

As the market crisis has deep-
ened, hedge-fund selling has been
widely cited as one of the reasons
for the increased volatility that
pounded stock and bond markets
last month—when the Dow Jones
Industrial Average fell 14% and the
Standard & Poor’s 500-stock index
slid 17%.

Hedge-fund assets dropped by
$100 billion in October as inves-
tors withdrew their money and
funds were forced to sell stock,
worsening the volatility. Roughly
$60 billion of the $100 billion in as-
set losses came from investor re-
demptions, according to a report
released Wednesday by Eureka-
hedge, a data and research pro-
vider.

By Katharina Bart

ZURICH—With many hedge
funds halting redemptions to
stanch outflows, a growing num-
ber of traditionally more liquid
fund-of-fund firms, which invest
in pools of hedge funds, are being
forced to follow suit.

Swiss-listed Gottex Fund Man-
agement Holdings AG on Thurs-
day became the latest fund-of-
funds firm to do so, saying it will
prevent clients from cashing out
from some funds for several
months, partly because hedge
funds the company has invested in
are halting redemptions.

Such restrictions have become
widespread among hedge funds, in-
cluding some of the biggest names
in the industry, such as GLG Part-
ners Inc. and RAB Capital PLC.

As a group, the investment per-
formance of hedge funds was
down 15% in the 10 months
through October, while funds-of-
funds have performed even worse,
down 19%, according to Chicago-
based Hedge Fund Research. The
drop has caused investors to flee
the asset class. HFR estimates
that investors have pulled $210 bil-
lion, or roughly 10% of all assets,
from the hedge-fund industry this
year, with many analysts expect-
ing year-end assets to shrink even
further.

To be sure, not all hedge funds
and funds-of-funds are seeing
heavy outflows and, while inves-
tors seem to prefer parking many of

their assets in cash because of mar-
ket turmoil, investments are likely
to quickly move back into hedge
funds as soon as markets show
signs of stabilizing, analysts say.

Gottex said it had client with-
drawals equivalent to 11% of as-
sets under management in the
fourth quarter, though that was
“offset to a certain extent” by
funds from new clients.

“Gottex believes that the most
appropriate action to preserve
value and manage liquidity for the
shareholders of each Gottex fund
through the current market crisis
is to temporarily suspend redemp-
tions of shares in the fund,” the
company said.

Specifically, client withdraw-

als from Gottex’s market-neutral
and directional funds will be
halted. Depending on market
moves and liquidity at the hedge
funds themselves, Gottex said it
should be able to lift the restric-
tion by April.

“This is an industrywide issue,
not a Gottex-specific one, and is be-
ing put in place to protect both re-
deeming and remaining inves-
tors,” a spokeswoman for Gottex
said.

Hedge funds have been hit hard
as investors fled because of deteri-
orating performance. GLG re-
cently suspended redemptions
from the GLG Market Neutral
Fund and GLG Credit Fund, citing
adverse economic conditions that
resulted in the funds losing about
a third of their value this year.

Shares in fund-of-funds giant
Man Group PLC, the world’s larg-
est listed hedge-fund manager,
have slumped in recent days after
assets plummeted.

While it’s no surprise to ana-
lysts that Gottex is suspending
some redemptions, analyst Math-
ias Bueeler of of Kepler Capital
Markets said, the move indicates
very high redemption rates, mean-
ing withdrawals are accelerating.

Gottex is also struggling with
the dollar, which has strengthened
against several major currencies,
and the company has had to use
cash to pay more margin calls for
currency hedges.
 —Cassell Bryan-Low

contributed to this article.

George Soros cites
need for new rules
but warns against
‘going overboard.’
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By Alistair MacDonald

U.K. Prime Minister Gordon
Brown called for a coordinated
round of fiscal-stimulus efforts to
help shore up the weakening global
economy.

Mr. Brown said that measures
such as increased government
spending or tax cuts can be effective
only if other countries are taking
steps to stoke consumer and busi-
ness spending at the same time.

Countries from China to Spain to
the U.S. have announced stimulus ef-
forts of billions of dollars. The U.K.
is expected to lay out its package
later this month and to include tax
cuts for families and low-income cit-
izens and the bringing forward of
large public-spending programs
budgeted for future years.

“By acting now, we can stimulate
growth in all our economies,” Mr.
Brown said Thursday en route to the
G-20 meeting in Washington. “There
is a need for urgency.”

Brown advocates
coordinated steps
on fiscal stimulus
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A
SENIOR AMERICAN official
was asked a few days ago

whether there were places
where the global economic mess
could aggravate security prob-
lems. He answered without hesi-
tation: “Pakistan.”

That is the concern to keep in
mind as President-elect Obama’s
transition to power unfolds in
coming weeks. The new presi-
dent’s advisers worry that if
there’s an unpleasant foreign-pol-
icy surprise that will divert their
attention from enormous eco-
nomic challenges, it could well
come in Pakistan.

It’s a well-founded fear. Paki-
stan was a tense and worrisome
place for America before the
world-wide financial mess ar-
rived. The country is, after all, a
nuclear-armed Islamic giant run
by an unproven new govern-
ment, beset by internal political
rifts, conducting a fitful struggle
with Taliban and al Qaeda insur-
gents along its border with Af-
ghanistan, and threatened by Is-
lamic radicals angry over Ameri-
can military strikes along that
same Afghan border. That’s
plenty to keep a new president
awake at night.

Now those problems are over-
laid by new economic woes rip-
pling in from the global financial
markets. Inflation is running at
25%. Pakistan’s central bank just
raised its key interest rate to
15%, at a time when other cen-
tral banks are lowering theirs.
Pakistan is at risk of defaulting
on its national debt and badly in
need of a bailout from the Inter-
national Monetary Fund.

All those woes mean that,
troublesome as the war in Iraq
and the nuclear threat from Iran
may be, chances for an immedi-
ate crisis for Mr. Obama are in-
deed highest in Pakistan.

Pakistan, in fact, serves as a
cautionary reminder of how the
world has a nasty way of intrud-
ing on the best-laid Washington
agendas. It’s instructive to recall
that, eight years ago, George W.
Bush also was talking and acting
like a newly elected president
who expected to focus on domes-
tic policy, not foreign matters.

I
N HIS FIRST remarks after his
victory in that year’s disputed

election, in fact, Mr. Bush tallied
the issues at the top of his
agenda this way: “During the fall
campaign, we differed about de-
tails of these proposals, but
there was remarkable consensus
about the important issues be-
fore us—excellent schools, retire-
ment and health security, tax re-
lief, a strong military, a more
civil society.”

Note the absence of the
words Osama bin Laden, terror-
ism, Afghanistan and Iraq.

Today, the need to focus on
economic and domestic prob-
lems is far greater, yet the dan-
gers of a foreign crisis intruding
are no less. And for Mr. Obama,
Pakistan is an especially tricky
problem, because it was at the
center of so much of the limited
campaign debate on national-se-
curity policy.

Specifically, Mr. Obama made

it clear that he worried Pakistan
wasn’t doing enough to hunt
down Taliban and al Qaeda
groups on its side of the border
with Afghanistan—and he de-
clared that, as president, he
would reserve the right to
launch unilateral military strikes
against their strongholds if Paki-
stan wouldn’t or couldn’t.

As it happens, of course, the
U.S. military already is doing ex-
actly that, simply without much
fanfare. Just last Friday, an ap-
parent American missile hit a
Taliban target just inside Paki-
stan. And in a rare public ac-
knowledgment of the campaign,
Gen. David Petraeus, the head of
the U.S. Central Command, said
a few days ago that strikes along
the Pakistan border have killed
“extremist leaders.”

But the American strikes cre-
ate political problems at home
for the Pakistani government of
President Asif Ali Zardari, provid-
ing ammunition to Islamic mili-
tants trying to escalate already
high anti-American sentiment.
Just this week, Mr. Zardari
pleaded for a stop to the strikes,
arguing they complicate the Paki-
stani military’s own efforts to hit
al Qaeda and Taliban targets
along the border.

“We feel that the strikes are
an intrusion on our sovereignty,
which are not appreciated by the
people at large, and the first as-
pect of this war is to win the
hearts and mind of the people,”
Mr. Zardari said in an interview
with the Associated Press.

T
HE MIX of forces Mr. Zard-
ari confronts inside Paki-

stan is combustible: The U.S.
isn’t popular. There’s little sup-
port for Pakistani military moves
against Taliban and al Qaeda tar-
gets. American strikes inside Pa-
kistani territory arouse far more
public anger. Yet U.S. military
leaders trying to stabilize Af-
ghanistan next door can’t simply
let Islamic militants cross into
Pakistan and find safe haven,
from which to plan attacks on
American forces in Afghanistan
or more terrorist attacks in the
West.

Now all those problems are
exacerbated by an economic cri-
sis hitting the Pakistani street,
and hard.

At its root, the issue facing
the new American president—
and it is an extraordinarily diffi-
cult one—is deciding how vigor-
ously the Pakistani military re-
ally is pursuing extremists along
the border on its own, and how
much to trust that it will con-
tinue to do so.

All that makes Pakistan the
leading international problem
facing Mr. Obama as he enters
office. He already has reached
out to President Zardari once,
placing a phone call to him just
three days after the election.

Mr. Obama has no great op-
tions, but there might be both
real and symbolic value in one
quick stop: offering some new
economic assistance to Pakistan.
The idea was discussed in the
presidential campaign; it has
even more merit now.

China offers aid package to Pakistan

China is powering down
Decline in production
may mean slowdown
will be even greater

Obama team starts taking shape
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Powering down
China's electricity output has entered
its steepest slump in a decade
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Pakistan security, economic woes
will pose an early test for Obama
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By C.R. Jayachandran

ISLAMABAD—China agreed to
extend $500 million in financial aid
to Pakistan, according to a senior Pa-
kistani official, a breakthrough for
the beleaguered South Asian nation
and a rare move by China to take a
leadership role in an international
crisis.

Shaukat Tarin, economic adviser
to Pakistan’s prime minister and the
nation’s de facto finance minister,
said late Thursday that China
agreed to provide the assistance fol-
lowing the recent visit to Beijing of
Pakistan President Asif Ali Zardari.

No comment from China was
available and it remains unclear
whether the aid was part of a
broader effort by China to help
shore up the global economy.

The announcement of the Chi-

nese aid package comes at a time
when Pakistan is finalizing its nego-
tiations with the International Mon-
etary Fund for a financial stabiliza-
tion program. Pakistan is struggling
with an acute balance-of-payments
crisis and the government esti-
mates the country needs about $4
billion to pay for its imports and
help repay its debt.

“This gesture by China bears tes-
timony to the brotherly relations be-
tween the two countries,” Mr. Tarin
said.

A Finance Ministry official said
the country is likely to receive the fi-
nancial package from China in the
next two or three days.

“The financial assistance of
$500 million is in addition to the de-
posit of $500 million already placed
by the Chinese government with the
State Bank of Pakistan in June

2008,” said the finance ministry in a
statement.

Pakistan’s foreign reserves have
been dwindling from a high of
$16.39 billion in November 2007 as
foreign investors pull out funds and
the country’s oil-import bill bal-
loons. According to the latest data
available, the country’s foreign-ex-
change reserves plunged to $6.76 bil-
lion for the week ended Nov. 1. Inves-
tors have been spooked by the coun-
try’s political volatility and by the Is-
lamist insurgency.

The country is seeking financial
support from friendly countries and
other donors, including the IMF, to
help avert a possible default on its
debt. Pakistan and the IMF are dis-
cussing a $9.6 billion, two-year
standby arrangement that Pakistani
officials expect to be concluded in
the next week.

SHANGHAI—China reported its
first decline in monthly electricity
output in four years, one of the
strongest signs so far that the coun-
try’s economic slowdown may be
worse than thought.

The 4% decline in power genera-
tion in October from a year earlier,
announced Thursday by the National
Bureau of Statistics, deepens what
has become the most severe falloff in
electricity output in a decade. And
analysts expect further falls in the
months ahead as manufacturers cut
back on power use in the wake of
slowing orders from the U.S., Europe
and other major export markets.

Also Thursday, China’s govern-
ment reported the weakest growth
in manufacturing output in four
years, saying that value-added indus-
trial production rose 8.2% in Octo-
ber from a year earlier. That number
was far slower than September’s
11.4% gain and well below the me-
dian 10.8% rise forecast by 13 econo-
mists surveyed by Dow Jones News-
wires. The growth rate for last
month was less than half that of Oc-
tober 2007, when it grew nearly 18%.

The slowdown was driven by a fall-
off in activity in heavy industry, in-
cluding a 17% plunge in production of
pig iron and crude steel in October,
and a 0.7% fall in output in the auto-
mobile sector—until recently one of
China’s fastest-growing industries.

Analysts expect the slowdown in
power production to continue despite
a package of government and ex-
pected private-sector spending val-
ued at as much as four trillion yuan
($586 billion) that Beijing announced
Sunday to stimulate the economy. Al-
though some infrastructure projects

will accelerate as a result of the injec-
tion of government cash and incen-
tives, which could boost power de-
mand, the pickup is likely to take time.

“Many factories have closed
down in various parts of China, and
demand for electricity will, of course,
decline as well. That’s the key” rea-
son, said Simon Wong, an analyst at
credit-ratings agency Fitch Ratings.

Reflecting the government’s em-
phasis on its stimulus package—as
well as its continued control over
the nation’s banking system despite
years of liberalization—four of Chi-
na’s biggest banks disclosed plans
Thursday to increase lending as part
of the effort to bolster the economy.

China Development Bank, China
Construction Bank Corp., and Agri-
cultural Bank of China pledged new
loans of as much as $28 billion,
while Bank of China Ltd. said it
would also boost lending but didn’t
specify the amount. The loans will
be mainly for agriculture, infrastruc-
ture, small and midsize companies
and affordable housing.

The size of October’s decline in
power production appeared to have
surprised some Chinese officials.
The 4% decline was much larger than
the 0.46% drop forecast earlier in the
week by Shan Baoguo, an official
with State Grid Corp., the Chinese
government-run power distributor.
 —Jing Yang

By Laura Meckler

And Jonathan Weisman

WASHINGTON—U.S. President-
elect Barack Obama’s first extensive
roster of transition advisers sheds
light on the types of people his ad-
ministration will lean on and what
institutions may claim clout in the
new Washington.

The Obama transition team re-
leased the names of 13 people
Wednesday who will direct a top-to-
bottom review of federal agencies
and six who will lead teams that will
review Treasury, State and Defense
department policy, budget and per-
sonnel issues.

The group is filled with second-
tier veterans of the Clinton adminis-
tration and workers in the technol-
ogy and financial sectors. It includes
four former lobbyists, three top cam-
paign fund-raisers and two former

employees of troubled mortgage gi-
ant Fannie Mae, with some overlap
among them. Four people in the
group have ties to the consultant Mc-
Kinsey & Co. and two have experi-
ence leading high-tech start-ups.

The teams will also gather infor-
mation needed to help the new ad-
ministration win Senate confirma-
tion for its appointees and begin im-
plementing policy initiatives after
Mr. Obama is sworn in Jan. 20. The
names of the team leaders for other
federal agencies are expected to be
released by week’s end.

Sen. Obama has pledged to cur-
tail the influence of lobbyists in his
administration. The 19 people
named Wednesday include four who
have been registered lobbyists and
two others who have worked in the
lobbying business as recently as
this year. The appointments don’t
appear to violate Mr. Obama’s rules

barring people who have lobbied in
the past year from working on those
issues during the transition.

Mr. Obama’s transition advisors
include Tom Donilon, a lobbyist for
Fannie Mae, the government-spon-
sored mortgage giant that helped
precipitate the current financial cri-
sis. Mr. Donilon will co-lead a team
reviewing the State Department.

Co-leading the State Depart-
ment audit will be Wendy Sherman,
a principal of Albright Group, a firm
founded by former Secretary of
State Madeleine Albright. Ms. Sher-
man headed Fannie Mae’s charita-
ble foundation between 1996 and
1997. She also serves on the new con-
gressional commission on curtail-
ing the threat of weapons of mass de-
struction. Both Mr. Donilon and Ms.
Sherman worked for the State De-
partment during the Clinton admin-
istration.
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By Joe Parkinson

British politicians like to talk of
their “special relationship”

with the U.S. But American tourists
don’t seem to be feeling it.

The number of Americans visit-
ing the U.K. this past summer
dropped to its lowest level since
records on origins of foreign visi-
tors began in 1994, the Office for Na-
tional Statistics said Thursday. Vis-
its from North America plunged to
1.15 million during the third quarter,

down 21% from the year-earlier pe-
riod. Overall, total foreign visitors
to the U.K. fell 4% to 7.8 million.

While the pound was stronger
earlier in the year, going forward
it should be a good time to travel to
London: The pound is rapidly fall-
ing for the first time in recent years.
As of Thursday, the pound has lost
more than a quarter of its value
against the dollar since the begin-
ning of the year. This could reverse
the trend of just a year ago, when
the strong pound sent British tour-
ists to the U.S. for cheap getaways
and bargain shopping.

In Britain, weakening tourism
revenue makes for more gloomy
news as the contracting financial-
servicesandmanufacturingsectors
push the country toward recession.
Tourism ranks as the U.K.’s fifth-
largest business sector, accounting

for 3.5% of gross domestic product
and employing 2.1 million people.

“There’s definitely been a de-
cline in American business,” said
Arabella Mairne, head of sales
and marketing at Crest of London,
which runs souvenir shops across
the capital. Her theory: “Ameri-
cans tend to travel less during an
election year.”

More likely is that an economic
squeeze in the U.S. is keeping peo-
ple at home. “People at home who
used to come to the U.K. or were
thinking about it have shelved
their plans,” said Felicia Scott from
Texas, as she finished snapping a
photo of her husband in front of a
traditional red London telephone
booth. “The only reason we’re here
is because of a family wedding.
We’ve had to leave the kids at home
to save money,” she said.

Stuart Balfour, owner of the
Red Bus Shop, which sells souve-
nirs near the British Museum, al-
ready sees more continental Euro-
peans crossing the channel to take

advantage of the weaker pound.
“That bodes well for business,”

said Mr. Balfour, who has banked
on Americans’ fondness for his
model Big Bens and other trinkets.
“We hope the Americans will do
the same in the months to come.”

American tourists
lose taste for U.K.
Summer visits fell sharply,

but pound’s recent decline

spurs hopes for a rebound

By Neil Shah

LONDON—The chief executive
of London Stock Exchange Group
PLC warned that the U.K. could en-
ter “a major recession” and said
that tougher market conditions
would hurt its business. Investors
sent LSE’s shares down 10%.

The gloomy forecast, delivered
Thursday even as it reported
strong first-half results, is the lat-
est sign that the global financial tur-
moil is affecting the broader busi-
ness of stock trading and London’s
financial center. While the LSE
tends to benefit from volatility be-
cause it encourages investors to
buy and sell more frequently, a pro-
longed economic downturn can
push investors out of the market.

The 300-year-old LSE said it had
a record number of trades in Octo-
ber as investors reacted to the fi-
nancial turmoil. In the six months
ended Sept. 30, the average number
of daily trades on its main trading
system rose 33% from a year ago,
driven by volatility, but the value of
its trades fell 2%.

“We are expe-
riencing the ef-
fects of the
credit crisis,”
CEO Clara Furse
said Thursday.

To conserve
cash, the LSE is
suspendingapro-
gram to buy back
£500 million, or
about $750 mil-
lion, in its own
shares, after re-
turning £51.5 million to investors in
the six months through September.

“It would be difficult to go to
credit markets” for funding, Chief Fi-
nancial Officer Doug Webb said on a
conference call.

LSE’s shares fell 60 pence to
519.50 pence. The benchmark FTSE
100 index in London slipped just
0.7% by comparison. LSE shares are
down 74% this year.

The LSE, Europe’s biggest ex-
change operator measured by the
market value of domestic companies
listed, said net profit rose 19% in the
six months ended Sept. 30, with non-
core services helping offset weaker
trading revenues. It didn’t report
quarterly results.

While the LSE’s results didn’t
stray far from analysts’ expecta-
tions, its shares dropped sharply
anyway. “The shares fell because of
the cautious outlook that was given
today,” said Michael Long, an ana-
lyst at Keefe, Bruyette & Woods in
London.

With a slew of new trading ven-
ues in the market, LSE is under pres-
sure to lower its fees. That, in turn,
can eat into revenue. One player,
Chi-X Europe Ltd., has recently
grabbed about a 20% share of overall
trading in blue-chip stocks.

One way the LSE is responding to
the competition is by launching a
“dark pool” venture, or an outlet for
clients to sell large blocks of stock
anonymously. LSE calls its venture
Baikal. Plans to launch Baikal stalled
inrecent monthsafterthe LSE’s part-
ner in the venture, Lehman Brothers
Holdings Inc., filed for bankruptcy
protection.

But John Wilson, the CEO of
Baikal, said Thursday that the ex-
change expected to launch at the
end of the second quarter.
 —Ragnhild Kjetland

contributed to this article.
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LSE’s chief sees
‘major recession’;
business faces hit

Trinket stands in London could feel
the pinch of Americans’ absence.

Individual shareholder relations:

+33 1 47 44 24 02

The press release and the 2008 shareholder’s
calendar are available on our website
www.total.com

• Third quarter 2008 Upstream
production of 2,231 kboe/d,
a decrease of 5%

• Launched a project to increase
capacity on OML 58 in Nigeria

• Major success delineating the West
Franklin field in the UK North Sea

• Strengthened position in heavy
oil to prepare for the long term by
acquiring Synenco in Canada and a
60% interest in Madagascar’s giant
Bemolanga field

• Developing new sources of energy:
approved investment to double
Photovoltech’s production capacity
for solar cells and started production
of a “methanol to olefins” pilot project
at Feluy in Belgium

“After reaching close to 150 dollars per barrel in July, the price
of Brent suffered a severe correction and settled to an average price
for the quarter of 115 dollars per barrel(1). Refining margins in Europe
hit high levels and petrochemical margins recovered, benefiting from
the decrease in the price of naphtha during the quarter. At the same
time, the dollar appreciated relative to the euro.

In this environment, Total’s adjusted fully-diluted earnings per
share expressed in dollars increased by 50% compared to the third
quarter 2007 and 6% compared to the previous quarter. Cash flow

expressed in dollars increased by 126% and the net-debt-to-equity ratio was reduced
to 15%. Profitability of the business segments was 29.5%.

The 14% increase in the 2008 interim dividend announced at the beginning of September
demonstrates the confidence of the Group in its strategy. Total confirms its ability to pursue
a policy of competitive dividend growth even in a less favorable environment.

For the future, the Group can rely on its strong balance sheet, a cost base that is among
the lowest in the industry and its strict management discipline. The many strengths
of Total allow it to pursue its strategy for growth and to continue to create value for all
of its stakeholders.”

Christophe de Margerie
Chief Executive Officer

2008 interim dividend of 1.14 euros
per share increased by 14%,
payable November 19, 2008

3rd quarter 2008
results

Our energy is your energy.
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• 4.1 billion euros: + 35%
• 6.1 billion dollars: + 48%

• 1.81 euros per share: + 37%
• 2.73 dollars per share: + 50%

Key Figures
third quarter adjusted net income(2)

Implementation of the 2008 investment program of 19 B$(3)

(1) Approximately 60 $/barrel as of today.
(2) Percent changes are relative to the same period 2007.
(3) Based on 1 € = $1.50 for 2008, includes net investments in equity affiliates and non-consolidated companies, excludes acquisitions.
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