
U.K. auto makers appealed to
the government for help on
their financing of car loans, as
forecasts for Britain’s economic
outlook darkened. Meanwhile,
British business groups warned
the country’s recession will be
worse than previously ex-
pected. Page 1

n Mining firms are shuttering
operations and firing thou-
sands of workers as metals
prices tumble amid the global
economic slowdown. Page 1

n Most of Europe officially
fell into recession in the latest
quarter, raising pressure on
G-20 leaders, who held an
emergency summit over the
weekend. Page 16

n The bear market provides
an opportunity to buy blue
chips at bargain prices, invest-
ment advisers say. Page 20

n The cellphone industry is
poised for its first big shake-up
since the start of the decade as
the global economic downturn
hurts sales of handsets. Page 4

n GM has begun telling U.S.
officials a bankruptcy filing by
the car maker would set off a
chain reaction hammering sup-
pliers and dealers. Page 4

n Auto-parts makers want ac-
cess to the U.S. financial-rescue
fund even as lawmakers back
tough conditions on a proposed
Detroit aid package. Page 5

n Citigroup plans to cut at
least 10,000 more jobs and will
raise interest rates on credit-
card customers. Page 22

n InBev earned approval from
the U.S. Justice Department to
buy Anheuser-Busch by agree-
ing to sell Labatt USA. Page 5

n Sun Microsystems will cut
up to 6,000 jobs and reorga-
nize operations. Page 6

n Airbus parent EADS swung
back to profit in the third quar-
ter despite a $432.7 million
charge. Page 7

n Boeing reached a tentative
four-year contract with its engi-
neers union. Page 7

Car makers,
consumers
await U.K. aid

G-20 leaders meeting in Wash-
ington ordered an immediate
clampdown on reckless market
behavior, steps they predicted
would help prevent the next
credit crisis. The question now
is whether they may have inad-
vertently taken steps that could
worsen the current one. Page 3

n Iraq’s cabinet approved a se-
curity deal that calls for U.S.
troops to withdraw from the
country at the end of 2011. The
agreement now faces a major
test in Iraq’s Parliament. Page 12

n Obama is set to meet with
McCain in Chicago on Monday,
as both men have much to gain
from a swift reconciliation after
the bitter U.S. election. Page 8
n Some Obama advisers are
pushing for Hillary Clinton to be
named secretary of state. Page 8

n Russian liberals launched a
pro-Kremlin party promising to
defend middle-class values, but
rivals said it would take support
from genuine opposition groups.

n France’s Sarkozy called for
a temporary moratorium on sta-
tioning new missiles in Europe
and backed Russian calls for a se-
curity summit next year. Page 12

n Supplies for coalition troops
in Afghanistan were held up af-
ter Pakistan temporarily barred
some trucks from a major supply
route following militant attacks.

n Congo’s main rebel leader
promised a U.N. envoy to sup-
port a cease-fire and U.N. ef-
forts to end fighting in the east.

n Somalia’s president told law-
makers that Islamic insurgents
now control most of the coun-
try and raised the prospect that
the government could collapse.

n Flames pushed by dry winds
raged in Southern California,
destroying hundreds of homes,
and a state of emergency was
declared in three counties.

n An Israeli airstrike killed four
Palestinian militants as they
were firing mortars from Gaza,
the latest in a surge of clashes.

n The EU banned Cambodia’s
Siem Reap Airways from flying
to Europe on safety concerns,
and banned all Angolan airlines.

n A party led by defectors of
South Africa’s ruling ANC applied
to be officially registered and
vowed to contest 2009 elections.

Economic downturn puts
miners in a deep hole

U.S. banks boost lending,
but economy still slumps
Offering more loans
doesn’t fix problems
in securities markets

Editorial&Opinion

Mining companies—which
couldn’t dig minerals out of the
earth fast enough just a few months
ago—now are struggling to climb
out of a very deep hole.

Few industries have been whip-
sawed by the economic slowdown

as brutally as the giant firms that
feed the world’s appetite for iron,
copper and other staples of indus-
try. They earned piles of money as
commodities prices soared the past
few years. But those days are over
for now.

The latest sign: On Friday the
world’s biggest miner, BHP Billiton,
said major Chinese customers are
trying to delay purchases of iron ore
as China’s building boom takes a
breather. As a result, BHP Billiton’s
deliveries from now until the end of
the year could fall by at least 20%.

Metals prices already fell 35% in
just four weeks last month—the
steepest decline ever recorded, ac-
cording to Barclays Capital. Prices
for palladium, a key ingredient in au-
tomobile catalytic converters, are
down 70% since midyear as car buy-
ers make themselves scarce. Half or
more of the world’s aluminum pro-
duction is now unprofitable.

Mining companies, a significant
Please turn to page 31

By Jon Hilsenrath

All around Washington, policy
makers are scrambling to figure out
how to get banks lending again. Law-
makers have criticized banks for not
using new federal money to make
loans and have threatened to place
conditions on additional money.
Regulators last week sent out a di-
rective, encouraging banks not to
hold back on lending.

But there’s a flaw in that logic.
Banks actually are lending at record

levels. Their com-
mercial and indus-
trial loans, at
$1.6 trillion in
early November,

were up 15% from a year earlier and
grew at a 25% annual rate during the
past three months, according to
weekly Federal Reserve data. Home-

equity loans, at $578 billion, were
up 21% from a year ago and grew at a
48% annual rate in three months.

The numbers point to one of the
great challenges of the crisis. The
credit crunch is surely real, but it is
complex and not easily managed.
Banks are lending, but they’re also
under serious strain as they act as
backstops to a larger problem—the
breakdown of securities markets.

The worst of the credit crisis is
being felt not in banks but in finan-
cial markets. Loans from a bank
might stay on its books. Increas-
ingly in the past decade, loans were
packaged into securities and sold to
investors around the world—pen-
sion funds, endowments, mutual
funds, hedge funds and others. Insti-
tutional investors gobbled up this
and other kinds of credit that didn’t
come via traditional commercial
banks, such as junk bonds or com-
mercial paper.

To get credit flowing, policy mak-
ers need to repair financial markets
as well as banks. But investor confi-
dence in credit markets has been
shattered, in part because many

debt securities performed so much
worse than their credit ratings sug-
gested they would.

Issuance of asset-backed securi-
ties—instruments used to package
credit-card and auto-loan debt dur-
ing the boom—was down 79% in the

Please turn to page 31

Recession
‘Breaking windows’ may soon
be in vogue to revive the econ-
omy. Review & Outlook. Page 13

As forecasts for Britain’s eco-
nomic outlook darkened, U.K. auto
makers appealed to the government
for help on their financing of car
loans.

The U.K. association of car manu-
facturers, largely local units of such
international giants as Ford Motor
Co. and General Motors Corp., Sun-

day said the auto makers’ finance
arms want government help to offer
cheaper auto loans to consumers,
aiming to spur demand and help
their franchise networks during the
economic downturn.

U.K. new car registrations fell
23% on the year in October, follow-
ing big falls in September and Au-
gust, as consumers stopped buying
big-ticket items due to a collapse in
confidenceand sharply falling
house prices. The Society of Motor
Manufacturers and Traders said it
expects registrations to fall a fur-
ther 11% in 2009.

The government hasn’t re-
sponded to the appeal, which differs
somewhat from calls in the U.S. for
direct support of auto makers. Both
the U.S. and countries in continental
Europe are debating possible help
for their beleaguered motor indus-
tries.

Meanwhile, British business
groups warned the country’s re-
cession will be worse than previ-
ously expected, causing unemploy-
ment to rise and driving down in-

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

Source: U.S. Federal Reserve

Bank-loan growth
Year-to-year percentage change,
weekly data

Commercial and industrial loans
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Less construction, less mining
New floor space started in China,
Year-to-year change, monthly data

Source: Macquarie Securities (through September) 

A Chinese migrant worker walks on a street
bridge near Beijing South Railway Station, China

Photo: Associated Press
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By Alistair MacDonald, Jeffrey
Sparshott and Joe Parkinson

How to kick oil addiction
despite plunging prices
JOURNAL REPORT | PAGES R1-R7

Euro zone’s recession puts
pressure on global leaders
NEWS IN DEPTH | PAGES 16-17

By Patrick Barta in Bangkok,
Robert Guy Matthews in
Washington, D.C., and
Andrew Batson in Beijing
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Iceland deal helps clear way for bailout
Foreigners’ deposits
are partly protected,
government agrees

By Charles Forelle

REYKJAVIK, Iceland—Iceland
has agreed that European regula-
tions require it to guarantee ac-
counts of hundreds of thousands of
Britons and other foreigners frozen
in the online arm of one of the na-
tion’s collapsed banks, the govern-
ment said Sunday.

Recognition of the legal princi-
ple, which came in talks with Euro-
pean Union representatives, is a sig-
nificant step toward freeing up a
$2.1 billion bailout package from
the International Monetary Fund.

The package has been in abey-
ance amid squabbles between Ice-

land and other nations over the re-
imbursement of foreign depositors.
Not spelled out in the agreement,
which Iceland described as “guide-
lines” for future negotiations, is
how the cash-strapped country
would actually pay the depositors.

The U.K. is particularly incensed
about depositors in Icesave, an Inter-
net operation of the Icelandic bank
Landsbanki Islands Hf. Icesave also
operated in the Netherlands.

The IMF said the fund’s board
will vote on the loan Wednesday.
“We will complete a program with
Iceland next week at the board”
meeting, the fund’s managing direc-
tor, Dominique Strauss-Kahn, told
reporters at a briefing Saturday in
Washington, where world leaders
were gathered for a financial-crisis
summit.

Iceland reached a provisional
deal for the $2.1 billion loan with
the IMF’s staff on Oct. 24, but the

country needs an additional $4 bil-
lion, which it has been trying to
raise from outside sources.

Some potential donor countries
have been reluctant to get involved
without the IMF’s proceeding, and
others had objected to providing
bailout money to Iceland without an
agreement to compensate foreign
depositors.

In return for Iceland’s agreeing
that it is legally obligated to cover
deposits, the EU countries said they
would search for ways to help the ail-
ing nation. Iceland gave no specif-
ics, but it said the agreement would
allow “expeditious finalization of ne-
gotiations under way concerning fi-
nancial assistance for Iceland.”

The European rules—to which
Iceland subscribes as a member of
the European Economic Area—re-
quire Iceland to guarantee the first
Œ20,000 ($25,382) of account hold-
ers’ deposits. That sum could well

run into billions of euros, cash that
Iceland’s guarantee fund doesn’t
have. The government is expected
to use assets from Landsbanki, now
in government receivership, toward
the guaranteed deposits at Icesave.

Iceland described the agreement
as a set of “guidelines” that will
“form the basis for further negotia-
tions.”

Iceland’s three big banks col-
lapsed last month amid the credit
crunch, pulling down the entire
country’s banking system. The gov-
ernment put them all into receiver-
ship, which froze the assets of many
foreigners who had been attracted
to the banks’ high-interest-rate ac-
counts.

Since the collapse, trade in Ice-
land’s currency, the krona, has all
but stopped, cutting the island off
from needed imports. The bailout
money would be used to help refloat
the krona.

terest rates to historic lows. The
closely watched Confederation of
British Industry, or CBI, forecast
gross domestic product growth
will slow to 0.8% in 2008 and con-
tract in 2009. That’s down sharply
from expectations in September
of 1.1% growth this year and a 0.3%
expansion next year.

Quarterly economic forecasts
from both the CBI and the British
Chambers of Commerce indicate
the U.K. economy next year will
shrink at its fastest pace since
1991, when it was last in recession.

The downturn is expected to in-
creasingly hit the broader economy,
pushing unemployment up to 2.9
million by mid-2010 from 1.8 million
in September, and damping tax reve-
nues, the CBI and the British Cham-
bers of Commerce said. Lower tax
revenue will push the government’s
budget deficit above the European
Union’s ceiling of 3% of GDP, they
said.

“What is clear is that the short
and shallow recession we had
hoped for a matter of months ago
is now likely to be deeper and
longer-lasting,” said John Crid-
land, deputy director-general of
the CBI.

Earlier this month, the Interna-
tional Monetary Fund predicted
that Britain will experience the
most severe contraction of any lead-
ing economy.

Over the weekend, U.K. Prime
Minister Gordon Brown gave his
strongest hint yet that the U.K. will
offer tax cuts for lower-income
families as part of a planned stimu-
lus effort to be announced next
week.

“In everything we do, we will en-
sure we get to extend our fairness
agenda in the years ahead,” Mr.
Brown told journalists at the G20
group of leading economies gath-
ered in Washington this weekend.
Mr. Brown uses the term “fairness
agenda” to talk about helping the
lower paid.

In a speech, he argued for aim-
ing tax rebates at the lower-paid
rather than the rich. “Low-income
citizens are more likely to spend
when [tax] credits are high,” Mr.
Brown said.

The U.K. Treasury is expected to
outline measures to help the U.K.’s
slowing economy on Nov. 24 in its
pre-budget report; this will also in-
clude bringing forward large spend-
ing projects to help stimulate de-
mand. But Mr. Brown’s comments
suggest he also is looking at tax re-
bates for the lower paid.

The Society already has called on
the U.K. government to scrap
planned tax increases on vehicles in
an effort to support the struggling
industry. The higher rates target
larger vehicles and are meant to
help control CO2 emissions.

With the pound falling against
the major currencies, partly on in-
vestors’ fears the U.K. will have to
borrow billions of pounds to fund
a large spending round, Brown
also has said increased spending
measures should only be “tempo-
rary” to put countries back on a
“sustainable path.” As soon as
economies begin to recover, gov-
ernments must move back toward
stricter spending, he said after his
speech.

Continued from first page
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CORRECTIONS &
AMPLIFICATIONS

In Tuesday’s stock-market trad-
ing, 29 of the 30 components of the
Dow Jones Industrial Average fin-
ished lower, with Pfizer Inc. register-
ing a gain. A Money & Investing arti-
cle Wednesday incorrectly said all
30 components fell.

On average, about 200 watts of
sunlight fall on each square meter of
the Earth’s surface, according to the
National Aeronautics and Space Ad-
ministration. A Nov. 11 News in
Depth article incorrectly said an av-
erage of 1,366 watts of sunlight fall
on each square meter of the Earth’s
surface.

A poll of voter attitudes in a
Nov. 11 Economy & Politics article
on voter reaction to Barack Obama
should have been identified as a
USA Today/Gallup poll. It was incor-
rectly identified as a Gallup poll.

In Germany, a minority wins a major role
Greens name a son
of Turkish migrants
to be party’s leader

INDEX TO BUSINESSES

By Marcus Walker

And Almut Schoenfeld

BERLIN—Germany’s Green
party elected a son of Turkish immi-
grants, Cem Özdemir, as one of its
leaders at the weekend, making him
the country’s first party chief from
an ethnic minority.

The move represented a small but
important breakthrough in a country
where—as in most of Europe—top
politicians from ethnic minorities
are rare. U.S. President-elect Barack
Obama’s victory has sparked discus-
sion in Europe about the lack of pub-

lic figures among the Continent’s
growing minority populations.

While no minority candidates for
national leadership are in sight, the
growing immigrant populations of
Germany, France and some other Eu-
ropean countries are beginning to
make inroads in parliaments and cab-
inets. Small, left-leaning parties like
Mr. Özdemir’s Greens tend to have
more minority faces than the far
larger governing parties, such as Ger-
man Chancellor Angela Merkel’s
Christian Democrats.

Germany, Western Europe’s
most populous country, is particu-
larly difficult territory for would-be
European Obamas: Millions of immi-
grants and their children, even if
born in Germany, can’t vote because
they aren’t citizens, blocked by
strict citizenship laws. And Ger-
many has just made getting a pass-
port harder by introducing a contro-
versial citizenship exam.

Immigrants and their children
number about 15 million, or about
18% of Germany’s total population of
82 million. There are about 2.5 mil-
lion people in Germany of Turkish de-
scent, according to the German gov-
ernment. But only 800,000 of those
are German citizens and have the
right to vote. Unlike in the U.S. or
France, Germany has traditionally
awarded citizenship based on blood-

lines rather than place of birth.
“Political participation is hardly

possible without citizenship,” says
Kenan Kolat, chairman of the main
lobby group for Germany’s large
Turkish minority. “And without po-
litical participation, integration
into society can’t work.”

The new federal citizenship
exam replaces citizenship tests insti-
tuted in the past few years by some
German states that appeared to be
targeted at Muslims in particular.
The tests asked applicants for their
views on the Sept. 11 terrorist at-
tacks on the U.S., or on women’s
equality or homosexuality.

The new exam is less political,
asking basic questions about Germa-
ny’s constitution and history. It also
includes some obscurely bureau-
cratic questions, such as how to pro-
tect a local bus route from being dis-
continued or where to register a
dog. German Interior Minister Wolf-
gang Schäuble has defended the
test, saying it is simpler than apply-
ing for a fishing license. Minority
groups say it is another hurdle that
is likely to slow naturalizations.

Citizenship rules vary greatly
around Europe, but black or Asian
faces are rare in parliaments, even
in countries with large minority pop-
ulations such as the U.K. and France.
Only 15 minority lawmakers sit in

Britain’s parliament; if membership
reflected the proportions in the Brit-
ish population, the number would
be closer to 60.

The only British cabinet member
from an ethnic minority, attorney
general Baroness Scotland, is an ap-
pointee rather than an elected politi-
cian. There is only one black law-

maker in Italy’s parliament and, in
France, one from the country’s main-
land (though there are several from
overseas territories such as Guade-
loupe). French President Nicolas
Sarkozy—the son of a Hungarian im-
migrant—has appointed three
women with African backgrounds
to his cabinet.
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Economic slump leaves mining companies in deep holes

Banks’ lending isn’t easing the crisis

Marketplace

FROM PAGE ONE

Paint by numbers
The financial crisis dealt
a blow to the flagship fall
art auctions > Page 29

barometer of global economic
health, are shuttering operations
and firing thousands of workers
across South Africa, Australia, Can-
ada and Russia.

Rio Tinto cut 10% of its iron-ore
production last week, matching a
similar move by the world’s largest
iron-ore producer, Brazil-based
Companhia Vale do Rio Doce. On
Thursday, Xstrata PLC announced
plans to close two nickel mines in
Northern Ontario. Alcoa Inc. has so
far cut about 15% of its annual capac-
ity.

Nearly every mineral is affected.
Molybendum, which gives steel its
strength, fell 60% to $12 a pound in
the past year. Tin smelters across In-
donesia, where nearly 25% of the
world’s tin is made, are halting pro-
duction.

Mining ranked among the fastest-
growing sectors of the world econ-
omy in recent years. That money
flowed to the four corners of the
globe. China’s voracious appetite
for commodities helped spur waves
of investment in poor but resource-
rich Africa, a rare economic bright
spot there.

That’s changing now, as Chinese
demand slows at the same time that
consumers world-wide start penny-
pinching. In the past few days, the
world’s largest producer of ferro-
chrome, used to make steel, said it
would shut down six of its South Af-
rican furnaces. In Kenya, a $25 mil-
lion titanium project was also put
on hold.

The question is whether these
cutbacks, while sizeable, will be
enough to stabilize prices and the in-
dustry. Markets got a brief boost on
Monday when China announced a
nearly $600 billion spending spree
to perk up its economy by building
new roads and railways, among
other things. By Tuesday, however,
prices for many commodities re-

sumed their decline as the reality
set in that even China’s plan might
not be enough to prop up demand in
the short term.

“You can cut as much as you like
for the moment, and it probably
won’t be enough,” says John Reade,
a London-based commodities ana-
lyst at UBS.

At current market prices, it’s
hard to make money running many
mines, which have high labor and
equipment costs and consume lots
of energy to refine ore. About 30%
of nickel mines and more than 15%
of zinc mines have turned unprofit-
able due to falling prices.

Two weeks ago, North American
Palladium Ltd. said it would lay off
350 workers and shut down produc-
tion at it Lac des Illes mine near
Thunder Bay in Canada because it
couldn’t turn a profit once prices
fell to about $180 an ounce cur-
rently from a high of $582 as re-
cently as March.

The pain from shutdowns like
these is particularly acute in places
that rely almost exclusively on min-
ing for their well-being. Because of
their odd locations—mines are of-
ten in hard-to-reach places where
they are the only major employers
in town—closures can decimate lo-
cal economies.

Two weeks ago, Blue Note Min-
ing closed its zinc and lead mine in
Bathurst, a Canadian town of 12,000
or so perched on the edge of New
Brunswick. Younger workers will
probably leave town, says Mayor
Stephen Brunet. But the closing is
particularly tough for older work-
ers, many of whom were laid off a
few years ago.

“They have paid for their houses
and aren’t likely to move,” he said.

Across Africa, many new
projects that were to begin this year
and next, including uranium, iron
ore and titanium, are being put on
hold. This is bad news for the conti-

nent, which had been enjoying a
rare economic boom. In recent
years, mining activity had helped
propel growth rates to their highest
levels in decades, offering new hope
of an end to the continent’s cycles of
poverty.

But when commodities prices
fall, investing in Africa becomes a
hard sell again. While countries like
Congo are sitting on lucrative min-
eral deposits, it and other large
chunks of Africa lack the roads or
ports needed to process and export
those minerals. Many regions are
also politically unstable or danger-
ous, further dissuading investors.

The economic spasms aren’t lim-
ited to poor countries. Some econo-
mists fear the mining slump will
help drag Australia into recession.
Australia, one of the world’s biggest
producers of iron ore and nickel, has
seen its currency weaken more than
30% since July against the U.S. dol-
lar as the mining industry stumbles
there.

Melbourne-based OZ Minerals
Ltd. recently said it is contemplat-
ing some shutdowns, including pos-
sibly at its operation in the vicinity
of Mount Isa, Australia, currently
the second-largest open-pit zinc
mine in the world. Big cutbacks
could leave scores of towns across
the dusty, forbidding Australian Out-
back with little or no other reason to
exist.

The swift reversal is remarkable
in an industry that saw its profits in-
crease 20-fold in five years, climb-
ing to $80 billion in 2007 from just
$4 billion in 2002. Just a few
months ago, miners were struggling
to hire enough workers to keep up
with unprecedented global demand.

Some companies were so desper-
ate for equipment that they were
forced to dig up old, discarded tires
from garbage dumps to outfit their
giant trucks because new tires were
in such short supply. In South Af-

rica, power companies were no
longer able to provide enough elec-
tricity to keep the country’s bur-
geoning mines running.

The mining business has been
through cycles before, and is notori-
ously volatile. But analysts say they
can’t recall a more sudden, sharp de-
cline in prices.

Of course, this slump is still in its
early days. Prices could bounce
back if China’s housing market re-
gains its vigor. After all, China, India
and other developing nations still
need massive helpings of copper,
zinc and other metals as they strive
to catch up to rich countries’ living
standards. China currently con-
sumes only about one-fourth as
much copper per capita as Germany.

In the last major commodities
downturn, in the late 1990s and
early part of this decade, mining
companies got clobbered. Prices for
copper fell some 50% in the wake of
the 1997 Asian financial crisis fol-
lowed by the U.S. recession in 2001.

In 1998 and 1999, BHP (a prede-
cessor of today’s BHP Billiton)
posted cumulative losses of nearly
$3 billion and required a major re-
structuring before it could be re-
vived. It mothballed major mines in
Arizona and Nevada, while Rio
Tinto laid off staff at its copper oper-
ations in Utah. Other companies
went out of business.

The mining business didn’t perk
up again until demand in China be-
gan to take off around 2002 and
2003.

This time around, the biggest
mining companies—including BHP
Billiton, Companhia Vale do Rio
Doce, Anglo-American and Barrick
Gold—are likely to use this down-
turn to try to grab market share
from smaller rivals, known as “jun-
ior” minors, that sprang up like
mushrooms in recent years when it
was easier to raise capital. While jun-
ior miners often carry heavy debt,
the giant firms have built up formi-
dable war chests over the past few
years. Many are keeping an eye
peeled to buy struggling smaller
companies on the cheap.

The junior miners have been
among the first to cut production or
shut down operations. For instance,
Minara Resources Ltd. of Australia,
which runs a relatively high-cost
nickel operation in the Australian
desert that has struggled to be prof-
itable in the past, recently deferred
a planned 300 million Australian
dollar (US$200 million) nickel ex-
pansion.

The current pricing volatility
has been intensified by the global fi-
nancial crisis. Many hedge funds,
pension funds and other investors
desperate to raise cash as their
stock- and bond-related holdings
tumbled, rapidly sold their commod-
ities holdings in recent months.
That pushed down prices of copper,
zinc and nickel more rapidly than in
previous downturns.

Five years ago, nickel was selling
for about $9,000 a metric ton. A
year ago, that price had swollen to
more than $40,000, in part because
of demand, but also because so
many hedge funds and other inves-
tors were piling in.

In recent months, demand for
nickel has declined somewhat—but
cash-strapped investors like these
have rapidly bailed out of their hold-
ings. As a result, the price declines
have far outstripped the rate of de-
cline in actual demand for the
metal. Nickel is now selling for
about $11,600 a metric ton.

Ultimately though, the indus-
try’s problems are rooted in weaken-
ing demand, particularly in China,

rather than the financial crisis.
China’s soaring economy gob-

bled up unprecedented amounts of
raw materials in recent years, as the
country built skyscrapers and
roads, cellphones and autos at an
historic pace. With the urban migra-
tion of tens of millions of people
spurring an epic construction
spree, many analysts still believe
the China metals boom could have a
decade or more to run.

Now, however, China is suffering
a one-two economic punch. The
world is buying fewer of the goods
cranked out by its factories, and Chi-
na’s own spooked consumers are re-
treating from the housing market.

As a result, China's economic
growth is slowing sharply, to 9% in
the third quarter from nearly 12%
last year. Some analysts worry it
could easily drop below 8% next
year.

That’s weak by China's recent
standards, and many consumers are
worried about the future. On a re-
cent weekend in Beijing, hundreds
of young families piled onto buses
to tour new housing developments
on the city’s edge. But many have no
plans to put money down just yet.

“I prefer to wait for a bit, until
say the end of this year or early next
year, in case the housing prices in
Beijing continue to fall,” said Xiao
Yalin, a kindergarten teacher.

With so many people taking the
same wait-and-see attitude, hous-
ing sales in China have collapsed:
The volume of transactions has
been dropping 40% to 60% nation-
wide in recent months. In Septem-
ber, the volume of China’s of new-
construction fell 13%, its sharpest
decline in a decade.

That decline hits mining compa-
nies right where it counts. A large
chunk of China’s metals demand is
directly tied to construction, from
the steel rebar that supports build-
ings to the aluminum that goes into
new appliances.

China’s steel output plunged 17%
in October alone. That has led to an
equally rapid reversal in the de-
mand for iron ore. As of last month,
the country had nearly three
months worth of imports, or 89 mil-
lion metric tons of ore, sitting un-
used at its ports, according to the
China Iron & Steel Association.

Getting that ore off the docks de-
pends in large part on getting Chi-
na’s reluctant home-buyers back
into a buying mood. But people on
the front lines, like Nie Xin, a direc-
tor at real-estate agents E-House
China in Beijing, aren’t particularly
optimistic. “We feel that the re-
bound won’t come until 2010,” he
says. This market “is very cold right
now.”
 —Sue Feng in Beijing

contributed to this article.
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year through October from last
year, to $142 billion, according to De-
alogic data. In 2005 and 2006, inves-
tors snapped up more than a trillion
dollars of these instruments. Junk-
bond issuance was down 66% in the
first 10 months of the year from the
same period in 2007.

A new paper by Harvard Busi-
ness School economists David
Scharfstein and Victoria Ivashina
sheds light on how the recent rise in
bank lending plays into this. Bank
loans are rising, the economists say,
because companies—from General
Motors Corp. to Tribune Co.—have
turned to banks for precautionary
cash. With markets shut down,
they’re drawing on existing credit
lines to meet financing needs or sim-
ply to have money in reserve in case
they need it later.

Many of these firms lined up
credit facilities during the boom,
when terms on loans were forgiv-
ing. Between April 2006 and April
2008, bank rainy-day credit lines,
known as revolving credit facili-
ties, increased by 36% to $3.5 tril-
lion, the professors show. Individu-
als might be using home-equity
lines in the same way, tapping them
for cash while the lines are still
open.

The point is that banks are being
forced to act as backstops to a reel-
ing financial system just as the
banks, too, are vulnerable. Simply
demanding they lend more misses

the broader point of the role they’re
playing in the crisis, and how to man-
age it.

“They provide a measure of pro-
tection to vulnerable firms, helping
them forestall financial distress,”
the Harvard professors argue. But
there is a dangerous downside. Dur-
ing the boom, many of these credit
lines were extended to firms with
shaky prospects, like GM. Now,
banks are on the hook to lend to
them, often even if they don’t want
to. This is likely crowding out mak-
ing new loans to healthier firms, the
professors say.

Crowding out is one problem. An-
other is the markets. During the
boom, many bank loans were pack-
aged into securities. With markets
for those securities shut down,
banks have lost this important es-
cape valve for making new loans.

Using a different database called
DealScan, the professors looked at
new bank loans to large corporate
borrowers—the kinds of loans that
typically get resold and packaged
into securities. While overall banks’
loan books are growing, this kind of
lending, which used to get distrib-
uted among banks and other inves-
tors, fell by 46% in the August-to-Oc-
tober period from the same period a
year earlier.

Add in the fact that many banks
are short of capital because they
have been forced to write off a ris-
ing tide of bad loans on their books.
Mr. Scharfstein concludes in an in-

terview, “It may be unrealistic to ex-
pect them to lend more aggres-
sively.”

Some Federal Reserve policy
makers are worried about expecta-
tions in Washington. The govern-
ment has effectively been pumping
air into lifeboats. The U.S. Treasury
has invested $250 billion of new cap-
ital into banks. Fed officials believe
bank lending would be much tighter
now if that money hadn’t been
pumped into the system.

But lawmakers reconvening for a
lame-duck session this week are im-
patient for bigger results. They’re
also unhappy with banks that take
public money with one hand and
pay out dividends to investors with
the other.

The next batch of money may
come with strings attached. But
that could be a dangerous game.
Can banks be expected to lend much
more when they’re short of capital
and are waiting on the edge of their
seats to see if GM pays back the last
$3 billion it took down?

Mr. Scharfstein says the most im-
portant step is to get banks a lot
more capital, a critical buffer to
losses on loans.

If there is to be one condition on
pumping additional public money
into them, he says, it should be this:
Insist the banks don’t stop there. In-
sist they raise money from private
investors, too. The Treasury Depart-
ment said last week it wanted to
take that step.

Continued from first page
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Economic leaders call for more caution
G-20 members urge
further regulation;
paradox of crunches

WASHINGTON—Inaweekendsum-
mit, leaders from the world’s biggest
economic powers ordered an immedi-
ate clampdown onrecklessmarket be-
havior, steps they predicted would
help prevent the next credit crisis.

The question now is whether the
Group of 20 leaders may have inad-

vertently taken steps that could
worsen the current one. With the ink
barely dry on the G-20 statement,
some economists now warn that the
leadersignoredthefundamentalpara-
doxofcreditcrunches:Gettingoutofa
crisisrequiresfinancialinstitutionsto
take the same kind of risks that cre-
ated the crisis in the first place.

Instead,theG-20leaderstoldfinan-
cial regulators to demand that banks
create bigger liquidity cushions, as-
sess their risk-management practices
toguardagainsttroubleandboostcap-
ital requirements for structured
credit and securitization activities.
The group set a March 31 deadline for
these and other measures, while put-
ting off many major regulatory deci-
sions for the months that follow.

“This is a big signal to everybody
to clamp down on their banks to
tighten lending standards,” said Si-
mon Johnson, a former chief econo-
mist at the International Monetary
Fund. “The last thing you want to do
in a global credit crunch is go
around and basically tell people to
tighten, tighten, tighten.”

Mr. Johnson, now a business pro-
fessor at the Massachusetts Institute
of Technology, argued that such
moves would make sense only once
the crisis has passed. But the leaders,
he said, were eager to take action.

U.S. President George W. Bush,
U.K. Prime Minister Gordon Brown,
Chinese President Hu Jintao, French
President Nicolas Sarkozy and the
other G-20 leaders vowed to take
necessary steps—be they govern-
ment spending programs, tax cuts
or interest-rate reductions—to re-
start a global economy teetering on
the edge of recession.

“This would not have been said a
week or two ago,” said European
Commission President José Manuel
Barroso. “There is an increasing
awareness of the risk of recession.”

The leaders also embraced a re-
newed effort to unblock global
trade talks and promised that, at
least for the next year, they would re-
frain from using commercial barri-
ers to protect their own industries
at the expense of other countries.

But much of the summit’s final
communiqué,which came out on Sat-
urday, focused on financial regula-
tory andsupervisorysteps to prevent
a recurrence of the world-wide crisis
that sprang from the collapse of tril-
lions of dollars in securities backed
by high-risk, U.S. subprime mort-
gages. The chaos that ensued has led
the U.S. and other governments to
pledge hundreds of billions of dollars
to rescue banks, investment firms
and insurance companies.

Credit markets have seized up,
leaving many companies, banks and
consumers unable to get the financ-
ing that keep the economy moving.
Most of Europe is now in recession,
while the U.S. economy shrank at an
annualized 0.3% in the third quarter

of the year and faces a possibly deep
contraction.

“I’m a free-market person—until
you’re told that if you don’t take de-
cisive measures then it’s conceiv-
able that our country could go into a
depression greater than the Great
Depression,” Mr. Bush told report-
ers after the summit ended.

The G-20 leaders endorsed a se-
ries of principles for action, such as
promotingfinancial-markettranspar-
ency, sound regulation and interna-
tional cooperation. They assigned
theirfinanceministersthetaskoftak-
ing immediate regulatory steps be-
fore the next summit in April, includ-
ing registering credit-rating agen-
cies, developing accounting guide-
lines for valuing complex securities
when the market for them has dried
up and establishing “colleges” that
bring together supervisors from dif-

ferent countries to swap notes on the
global financial institutions that they
all oversee independently.

Many of the measures had already
been in the works for months. The su-
pervisorycolleges,for instance, are al-
readybeingassembledbytheU.S.Fed-
eral Reserve Board and its foreign
counterparts.TheG-20endorsediniti-
atives already under way by U.S. regu-
latorstocleanuplaxpracticesatcredit-
ratings firms that contributed to the
creditcrisis.TheU.S.SecuritiesandEx-
change Commission is expected to fi-
nalize rules Wednesdayto reduce con-
flicts of interest, banning ratings-
agency officials from negotiating fees
with clients and thenrating their debt.

The G-20 also called for global ac-
counting standard-setters to issue
guidance to help financial institu-
tions value complex instruments. It
also called for one global account-

ing standard. These efforts are cur-
rently under way.

TheG-20’sstampofapproval,how-
ever, is expected to give new momen-
tumtotheregulatorychanges.Butthe
group’s joint communiqué reflects
the underlying tension between re-
ducing risk and increasing lending.

“Recognizing the necessity to im-
prove financial-sector regulation,
we must avoid overregulation that
would hamper economic growth
and exacerbate the contraction of
capital flows, including to develop-
ing countries,” the leaders said.

London bankers are already up in
armsoveraEuropeanUnionproposal—
similar to one the G-20 is endorsing—
that would force them to keep extra
money behind to cover potential
lossesonstructuredcreditandsecuri-
tization activities, debt products that
are at the root of the credit crunch.

Thebanksargueitwouldmakeraising
cash far much more expensive for
them, and thus discourage lending.

Along with the talk of new regula-
tion, the leaders reiterated their be-
lief in the power of free markets,
property rights and the rule of law
to generate economic expansion.

In particular, the G-20 promised
to take another stab at a global
trade agreement, despite popular
antitrade sentiment in the U.S.,
China and elsewhere.

“We agreed on the importance of
rejecting protectionism,”Prime Min-
ister Brown said. “It is the first time
that a meeting of world leaders has
instructed ministers to come to an
agreement and I think we will see an
agreement in the next few weeks.”

 —John W. Miller in Brussels and
Sudeep Reddy in Washington

contributed to this article
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Jolt from Islamic theologian
your own religion? Can you take it for
granted that Muhammad existed?”

He had no doubts at first, but
slowly they emerged. He was
struck, he says, by the fact that the
first coins bearing Muhammad’s
name didn’t appear until the late
7th century—six decades after the
religion did.

He traded ideas with some
scholars in Saarbrücken who in re-
cent years have been pushing the
idea of Muhammad’s nonexistence.
They claim that “Muhammad”
wasn’t the name of a person but a
title, and that Islam began as a
Christian heresy.

Prof. Kalisch didn’t buy all of
this. Contributing last year to a
book on Islam, he weighed the odds
and called Muhammad’s existence
“more probable than not.” By early
this year, though, his
thinking had shifted.
“The more I read, the his-
torical person at the root
of the whole thing be-
came more and more im-
probable,” he says.

He has doubts, too,
about the Quran. “God
doesn’t write books,” Prof. Kalisch
says.

Some of his students voiced
alarm at the direction of his teach-
ing. “I began to wonder if he would
one day say he doesn’t exist him-
self,” says one. A few boycotted his
lectures. Others sang his praises.

Prof. Kalisch says he “never
told students ‘just believe what
Kalisch thinks’ ” but seeks to teach
them to think independently. Reli-
gions, he says, are “crutches” that
help believers get to “the spiritual
truth behind them.” To him, what
matters isn’t whether Muhammad

actually lived but the philosophy
presented in his name.

This summer, the dispute hit the
headlines. A Turkish-language Ger-
man newspaper reported on it with
gusto. Media in the Muslim world
picked up on it.

Germany’s Muslim Coordinating
Council withdrew from the advisory
board of Prof. Kalisch’s center. Some
Council members refused to ad-
dress him by his adopted Muslim
name, Muhammad, saying that he
should now be known as Sven.

German academics split.
Michael Marx, a Quran scholar at
the Berlin-Brandenburg Academy of
Sciences, warned that Prof.
Kalisch’s views would discredit Ger-
man scholarship and make it diffi-
cult for German scholars to work in
Muslim lands. But Ursula Spuler-
Stegemann, an Islamic studies

scholar at the University
of Marburg, set up a Web
site called solidaritymu-
hammadkalisch.com and
started an online petition
of support.

Alarmed that a pio-
neering effort at Muslim
outreach was only stok-

ing antagonism, Münster University
decided to douse the flames. Prof.
Kalisch was told he could keep his
professorship but must stop teach-
ing Islam to future school teachers.

The professor says he’s more de-
termined than ever to keep probing
his faith. He is finishing a book to ex-
plain his thoughts. It’s in English in-
stead of German because he wants
to make a bigger impact. “I’m con-
vinced that what I’m doing is neces-
sary. There must be a free discus-
sion of Islam,” he says.
 —Almut Schoenfeld in Berlin

contributed to this article.

Continued from previous page

Vetting executives adds degree of difficulty
Rise in résumé fraud
reflects unevenness
in background checks

By Cari Tuna

And Keith J. Winstein

The revelation last week that at
least 10 senior executives and di-
rectors at publicly traded compa-
nies had corporate biographies
claiming unearned academic cre-
dentials raises a question: How
well do companies vet prospective
hires?

Experts say while the vast ma-
jority of companies—about
90%—perform background checks
on potential employees, the vet-
ting process can vary widely.

Practices range from simply
contacting references provided by
candidates to hiring an outside in-
vestigator to check employment
history, academic credentials,
credit history, press coverage and
legal and criminal records.

A fair number of job applicants
misrepresent their credentials,
surveys suggest. Kroll Inc., the in-
vestigative arm of Marsh & McLen-
nan Cos., estimates that about 20%
of job-seekers and employees un-
dergoing background checks exag-
gerate their educational back-
grounds. In a 2004 survey of hu-
man-resource professionals, 61%
said they “often” or “sometimes”
find résumé inaccuracies when vet-

ting prospective hires, according
to the Society for Human Resource
Management.

Experts warn that the preva-
lence of résumé fraud may in-
crease as the economy worsens. As
more people search for jobs—and
become increasingly desperate to
land them—hiring managers
should be on guard. “Historically,
when the employment market
tightens, falsifications, elabora-
tions [and] expansions tend to in-
crease,” says Peter LeVine, a pro-
fessional background checker in
Delray Beach, Fla.

Vetting may be lax at entry-
level employers in high-turnover
industries, such as retail and con-
struction, where the cost of a back-
ground check may outweigh its
benefits, says SHRM human-re-
source specialist John Sweeney.

At the executive level, vetting
is generally more thorough, and
has gotten stricter with the in-
crease in regulatory scrutiny dur-
ing the last several years, experts
say. Since the 2002 Sarbanes-Ox-
ley law, “you’re under too much
risk of embarrassment and litiga-
tion if you [mess] up,” says Jay
Gaines, a New York-based execu-
tive recruiter who specializes in
the financial-services industry.
“There’s almost no excuse for
missed errors.”

Still, embellishments creep
into C-suite résumés, too. Execu-
tive candidates most frequently lie
about reasons for leaving a previ-
ous post, results and accomplish-

ments, and past job responsibili-
ties, a 2004 survey of consultants
at executive recruiter Korn/Ferry
International found. Academic cre-
dentials were the fifth most fre-
quently exaggerated type of infor-

mation seen by executive recruit-
ers.

One mistake companies make is
not ascertaining how much vet-
ting their executive recruiters do.
Most search firms attempt to ver-
ify some executive credentials, but
some “take a very hands-off ap-
proach,” says Jenifer DeLoach,

who oversees background checks
for corporate clients at Kroll.
“They find the candidate, and a
background search…is the respon-
sibility of the client.”

Recruiter Crist|Kolder Associ-
ates verifies candidates’ profes-
sional backgrounds and résumés
but stops short of criminal and fi-
nancial background checks, says
Vice President Scott Simmons. Ex-
ecutive search firm Heidrick &
Struggles checks degrees, job cre-
dentials and criminal records but
typically performs a credit-history
search only on candidates for chief
financial officer and other posi-
tions with financial responsibili-
ties, says managing partner Erik
R. Lundh.

Executives who have been
caught with inflated credentials of-
ten turn out to have embellished
their records early in their ca-
reers, Mr. LeVine says. For exam-
ple, people may claim degrees
from universities they attended,
but from which they never gradu-
ated.

Another fudge: A job seeker
may say he served as chief execu-
tive of a company where he
worked for four years; that doesn’t
necessarily mean he was CEO for
all four years, says Lee Pomeroy,
president of Executive References
LLC, a background-checking firm
in New York.

Inflated credentials can
present a liability for companies
when they affect critical execu-
tives. Gregory Probert, the presi-

dent of Herbalife Ltd., lost his job
earlier this year after The Wall
Street Journal disclosed that his
corporate biography listed a fake
master’s degree. Last month,
Tetra Tech Inc. demoted its presi-
dent, Sam Box, after Mr. Box ac-
knowledged he hadn’t earned a
bachelor’s degree he claimed. Last
week saw the departure of Cabot
Microelectronics Corp.’s chief in-
formation officer, James DeHoni-
esto, who had also claimed a fake
bachelor’s degree.

A 10th case of an inaccurate ré-
sumé surfaced Friday, involving
the chief technology officer of Air-
castle Ltd., an aircraft-leasing
company in Stamford, Conn.
George Washington University
says that Jonathan Lang, the of-
ficer, didn’t receive a bachelor’s de-
gree that Aircastle’s initial public
offering documents and Web site
claim for him, even though Mr.
Lang appeared to receive enough
course credit in school. An Aircas-
tle spokeswoman said that Mr.
Lang “earned” the degree and de-
clined to discuss why the univer-
sity didn’t issue one.

Maurice Schweitzer, who stud-
ies business ethics at the Univer-
sity of Pennsylvania’s Wharton
School, says companies should
take a hard line on misrepresented
academic credentials to “demon-
strate a commitment to ethics.”

“I think the most important
thing is to make sure there’s integ-
rity in the system,” he says.
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Online today
Read a translated
excerpt from Prof.
Kalisch’s work, at
WSJ.com/World

Spotting red flags
Corporate investigators offer tips
for spotting fudged résumés:

n Review résumés with a skeptical
eye

n Verify credentials with prior em-
ployers and academic institutions

n Ask candidates specific, detailed
questions about claims

n Seek additional references

n Standardize the vetting process

n Set expectations upfront when
using an executive search firm

n Run a Web search, but allow can-
didates to rebut or explain findings.

Sources: Michael D. Allison, chairman and CEO of
International Business Research, Ltd.; Lee Pomeroy,
president of Executive References LLC; Jenifer DeLo-
ach, senior vice president of Kroll Inc.
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GM blitzes Washington to secure aid
Auto maker argues ripple effects of bankruptcy would slam parts suppliers and endanger Ford, Chrysler

By Amol Sharma

And Sara Silver

The cellphone industry is poised
for its first major shake-up since the
beginning of the decade as the global
economic downturn hurts sales of
handsets and components, leaving
some companies better protected
than others.

One bellwether of the slowdown
is Nokia Corp., which makes one in
four cellphones sold world-wide. The
company warned last week that it ex-
pects tepid demand during the holi-
day season and a shrinking global
handset market next year as consum-
ers cut spending.

That news follows a range of other
sobering developments in all sectors
of the wireless industry. Qualcomm
Inc. recently projected a dramatic
contraction in its sales of cellphone
chips, and wireless operator
Vodafone Group PLC warned that its
full-year revenue will fall short of pre-
vious forecasts.

Handset manufacturers are a lead-

ing indicator of the downturn, ana-
lysts said, because consumers during
tough times are less likely to upgrade
their phones when their existing ones
work fine. Replacement cellphones
make up 75% of overall sales. After
15% growth in handset sales during
the first half, demand is falling off.
Shipments are expected to decline 1%
next year, according to market-re-
search firm Strategy Analytics. Wall
Street analysts are predicting steeper
declines—as much as 9%.

“This slowdown presages shake-
out, especially among companies
whose balance sheets were not in
great shape to begin with,” says Deut-
sche Bank telecom analyst Brian Mo-
doff. “This exacerbates the pressure
on the weaker players throughout
the industry.”

The downturn won’t affect all
handset makers equally. Those with
a strong stable of low-priced phones
aimed at emerging markets and
those with high-end do-everything
smart phones with the latest fea-
tures, like touch-screens and fancy

Internet capabilities, are forecast to
weather the storm best. Companies
that make most of their profits in
midtier phones, those with ordinary
features such as a built-in camera,
will have a harder time luring con-
sumers to upgrade, analysts say.

Among the companies better po-
sitioned for the shake-up include
BlackBerry-maker Research In Mo-
tion Ltd., which this week is releas-
ing the touch-screen Storm through
Verizon Wireless. Apple Inc., whose
iPhone continues to sell rapidly
around the world, also is situated
well. Analysts also cite HTC Corp.,
maker of the touch-screen G1 phone,
the first based on Google Inc.’s An-
droid software. Companies that
could have a tougher time include Mo-
torola Inc., of Schaumburg, Ill., and
Sony Ericsson.

Sony Ericsson, a joint venture of
Japan’s Sony Corp. and Sweden’s
Telefon AB L.M. Ericsson, banked
on customers paying a premium for
its CyberShot camera phone and
Walkman music phones. “But at the

beginning of 2008, customers
shifted to phones offering new dis-
play technologies and suddenly de-
cided they weren’t willing to pay
that premium anymore,” says Tero
Kuittinen, senior analyst at Global
Crown Capital LLC.

“We were among the first compa-
nies to raise the flag in mid-July
about the challenging economic con-
ditions and announced a restructur-
ing to position ourselves for growth,”
said Aldo Liguori, global spokesman
for Sony-Ericsson.

In Motorola’s case, more than
half its sales come from its midrange
W-series phones. Management tur-
moil and steep cost cuts have sty-
mied the company’s ability to roll
out lower-end devices or newer
email phones to replace the Q, which
has sold poorly. Motorola declined
to comment. In response to shrink-
ing demand, the company last
month announced it would focus on
making phones for the Americas and
parts of Asia as part of a major re-
structuring.

Nokia, based in Espoo, Finland,
and which has a large and diverse
portfolio from low-end phones in In-
dia to ultrahigh-end devices such as
the N-96, also is in a relatively strong
position, even though its smart-
phone offerings have lost ground to
Apple and RIM.

Components makers already are
feeling the heat. Motorola’s former
chip maker, Freescale Semiconduc-
tor Inc., has decided to exit the cell-
phone-chip business. Texas Instru-
ments Co. has decided to stop mak-
ing all but custom-ordered cell-
phone chips.

Wireless-service providers such
as AT&T Inc. and Vodafone, which
shares ownership of Verizon Wire-
less with Verizon Communications
Inc., are somewhat insulated from
the immediate turmoil, because they
don’t rely on consumers upgrading
handsets for their profits. “Consum-
ers aren’t going to stop using their
phone, so the impact on carriers will
be less extreme,” says Charles Golvin,
a Forrester Research analyst.

Economic tumult promises to shake up cellphone industry

Source: U.S. Bureau of Labor Statistics

On the job
U.S. auto-industry workers by
segment as of September 2008

Manufacturing: 114,700

Dealers: 1,187,200

Wholesale: 340,100

Repair: 864,100

Parts: 504,500

Total employment: over 3 million
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By Jeffrey McCracken

And John D. Stoll

General Motors Corp., hoping to
sway the battle in Washington over
an auto-industry bailout, has begun
telling U.S. officials that a bankruptcy
filing by the car maker would set off a
chain reaction hammering hundreds
of suppliers and dealers—and in turn
the company’s Detroit rivals.

GM is attempting to set the
terms for what looks to be a show-
down among the lame-duck U.S.
Congress, President George W. Bush
and the incoming administration of
President-elect Barack Obama. On
Friday, Senate Majority Leader
Harry Reid signaled he will move for-
ward Monday with a bill giving the
industry access to the $700 billion
Troubled Asset Relief Program.
That entity, known as TARP, was set
up by the government in October to
help ailing banks and other finan-
cial firms.

The Bush administration and
many Senate Republicans oppose
giving auto makers access to TARP.
Instead, Mr. Bush on Friday urged
Congress to speed up the release of
$25 billion in already-approved
loans to the auto industry. He asked
Congress to drop requirements that
those loans be used to help the in-
dustry retool to meet higher fuel-
economy standards, a step many
Democrats oppose. The Republi-
cans have enough votes to block a
deal in the Senate.

Amid the political horse trading,
GM was holding meetings over the
weekend with U.S. congressional
leaders, the Bush White House and
members of the Obama transition
team, according to people familiar
with the situation. The efforts are
an attempt to show policy makers
how a GM bankruptcy filing would
unleash unintended consequences
that could cripple the country’s in-
dustrial base.

GM’s board is composed of sev-
eral people considered influential in
Washington circles, and some of
them are pitching in on the lobbying
effort, said people familiar with the

process. Among these directors are
Erskine Bowles, Bill Clinton’s
former chief of staff; Phil Laskawy,
recently named as the non-execu-
tive chairman of Fannie Mae; John
Bryant, a key Obama fund-raiser;
and Armando Codina, who is a close
personal friend of Mr. Bush.
Through a spokesman, Mr. Codina
declined to comment. The other di-
rectors couldn’t be reached.

Warning of systemic risk may
seem like a self-serving step for a
company seeking a government bail-
out. But GM’s new lobbying nonethe-
less raises the political stakes for
Congress and Mr. Obama.

A bailout would be a boon both
to the companies and, by saving
jobs, to organized labor, a major sup-
porter of Mr. Obama in the election.
Auto-related industries employ 3.1
million people around the country,
encompassing everything from car-
seat makers to auto dealers to auto-
parts stores. GM itself employs
123,000 in North America and does
business with thousands of North
America suppliers.

Part of GM’s premise is that a
bankruptcy would threaten both
jobs and the health of the govern-
ment’s pension-benefit insurance
arm, which covers millions of work-
ers not in the auto industry.

A GM bankruptcy would swamp
the fund, the argument goes, plac-
ing another burden on the strained
federal budget.

“There is no Plan B being dis-
cussed beyond a government bail-
out,” one top GM adviser said Friday.
Another person close to GM said exec-
utives recently told GM’s board they
are “increasingly optimistic” that
GM will receive a liquidity injection
before the end of the month.

To whip up support for a bailout,
GM has been sending letters to tens
of thousands of dealers, supplier ex-
ecutives, employees and union mem-
bers. The letters have encouraged
them to call and write Congress, and
to contact local media with various
“talking points” about the effects of
a GM bankruptcy.

Detroit’s three auto makers—GM,
Chrysler LLC and Ford Motor
Co.—share many of the same suppli-
ers for such parts as instrument pan-
els, wheels and electronics. A recent
analysis by Chrysler found that 96%
of its largest suppliers also do busi-
ness with GM, Ford or both.

Advocates of a bailout point to
the complexity and impact of a GM
bankruptcy. But New York Univer-
sity business professor Edward Alt-
man, a longtime analyst of corpo-
rate bankruptcies, said the federal

government should only put money
into GM through a preplanned bank-
ruptcy process that knocks out GM
shareholders, rolls bondholders
into equity and renegotiates union
labor contracts.

Mr. Altman recommends the gov-
ernment provide financing to help
GM only after it files for protection
from creditors.

“I do not think putting more
money into the failed business strat-
egy there makes sense,” Mr. Altman
said. “The government should help,
but it should use bankruptcy as part
of the more-efficient process that
also limits exposure to taxpayers.”
Such an approach, Mr. Altman said,
would also avoid risk to the broader
industry, because GM could use the
process to keep paying its most criti-
cal vendors. (Please see related arti-
cle on page 5.)

A GM bankruptcy could create a
cascading set of bankruptcies among
these part suppliers, other auto mak-
ers and suppliers. That’s because a
bankrupt company could take
months, if ever, to pay its pre-bank-
ruptcy bills. Such delays would put
stress on suppliers that already run
on thin working capital, they argue.

This spillover would most di-
rectly hit Chrysler and Ford, which
have greater GM overlaps. GM offi-

cials are telling lawmakers that the
failures at the parts makers would
bring them down, too.

The failures also could hit Asian
car makers such as Toyota Motor
Corp. and Honda Motor Co., say au-
tomotive experts, who estimate
20% to 25% of suppliers are shared
by those two auto makers and De-
troit’s Big Three.

In all, as many as 5,000 parts sup-
pliers dot North America, with com-
bined annual sales around $150 bil-
lion to $200 billion, according to
Craig Fitzgerald, a partner at ac-
counting firm Plante & Moran,
which advises parts makers.

In addition, the parts business
has three times as many workers as
the auto makers. There were approx-
imately 489,500 auto-parts produc-
tion workers at the end of last year,
a figure that fell to 415,700 at the
end of September, according to the
Department of Labor. There were ap-
proximately 151,000 auto-assembly
workers in the U.S. at the start of
2008, a number that slid to 127,300
at the end of September.

Beyond suppliers, a collapse at GM
also carries a risk to thousands of auto
dealerships and to the government’s
pension-benefit insurance arm. On av-
erage, auto dealerships employ 7.3%
of a typical state’s payroll, and
740,000 dealership jobs nationwide
come from the Big Three makers.

One of the biggest fears in Wash-
ington is how a bankruptcy filing by
one or all of the auto makers would
affect the federal agency that in-
sures the retirement savings of
nearly 44 million Americans. The
Pension Benefit Guaranty Corp.
ended 2007 with a $14 billion defi-
cit, though that shortfall was ex-
pected to shrink to about $11 billion.
Were GM to place its pension burden
on PBGC, it would more than double
the agency’s current shortfall.

GM’s pension fund has enough
money to meet obligations now, but
a Deutsche Bank report estimates it
could be underfunded by $18 billion
at the end of 2008.

 —Elizabeth Williamson
contributed to this article.
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By Kelly Crow

The global financial crisis dealt a
blow to the art market during the
flagship fall auctions in New York
City that concluded Friday, as fewer
collectors were willing to splurge on
the world’s priciest artworks. Over-
all sales were less than half what
they were a year ago, and a majority
of works were offered at prices far
below their presale estimates.

Art-market watchers had pre-
dicted sluggish results. These sales
show that the art market is no
longer immune from the global
credit crisis that has already up-
ended other industry sectors.

New York’s two chief auction
houses—Sotheby’s and Christie’s In-
ternational PLC—brought in about
$728.9 million combined from their
primary sales of Impressionist, mod-
ern and contemporary art, down
from $1.6 billion last November and
$1.3 billion the November before.
The twice-a-year sale ended Friday
with a two-day sale by smaller auc-
tion house Phillips de Pury & Co.
that brought in $17.2 million, includ-
ing a $3.2 million Donald Judd.

The auction houses set prices for
these works over the summer when
the financial situation was less
gloomy, but disappointing sales in
London last month spooked sellers
in this round to lower their re-
serves, or minimum prices, by as
much as half.

This strategy attracted a few bar-
gain-hunters, but it didn’t help the
auction houses offset their hefty port-
folio of guarantees. With a guarantee,
the auction house essentially as-
sumes the seller’s risk by pledging a

price whether or not the artwork
sells. In this round, the auction
houses gave guarantees to 80 art-
works worth a combined $405.9 mil-
lion. But they sold only 60 of these art-
works for a combined $342.3 million,
for an estimated loss of $63.6 million.

In a securities filing Friday. Sothe-
by’s said it incurred losses valued at
$28.2 million from these sales.

Among those selling art risk-
free: former Lehman Brothers Hold-
ings Inc. Chief Executive Richard
Fuld, and his wife, Kathy, who were
given an undisclosed guarantee by
Christie’s for selling 16 postwar
drawings estimated to fetch be-
tween $15 million and $20 million.
Three of the works, including draw-
ings by Agnes Martin, Willem de
Kooning and Barnett Newman, went
unsold; the rest brought in a com-
bined $13.5 million.

Art-market experts said that the
tumultuous financial markets and
weakening global economy kept
some buyers away. Art advisers like
Sandy Heller, who buys for the
founder of hedge fund SAC Capital,
Steven Cohen, say that some other
Wall Street clients are too busy navi-
gating the financial crisis to think
about an auction.

Still, salesrooms were packed.
About 13 artist records were bro-
ken, and Yayoi Kusama became the
second-most-expensive living fe-
male artist when her creamy 1959
canvas, “No. 2,” sold to art adviser
Philippe Segalot at Christie’s on
Wednesday for $5.7 million.

Sotheby’s topped its rival
Christie’s by selling $411.5 million
of art, although that was well under
its presale estimate of $690 million

to $966 million. Its top lot was Ka-
zimir Malevich’s 1916 avant-garde
masterwork, “Suprematist Compo-
sition,” which sold to a telephone
bidder for exactly its $60 million es-
timate. Bidding was livelier for Ed-
vard Munch’s “Vampire,” which ulti-
mately sold for $38.1 million, over
its $30 million estimate.

But the average lot value of Sothe-
by’s Impressionist evening sale was
$4.97 million, down from $5.7 mil-
lion in May, and its typically buzzy
evening sale of contemporary art
brought in $125 million, the same to-
tal it achieved two years ago.

Christie’s, meanwhile, brought
in $317.4 million from its evening
and day sales, far below its $577.8
million to $812.3 million presale es-
timate. (It separately sold $7 mil-
lion of Impressionist works on pa-
per and $47 million from a two-fam-
ily estate sale of fine and decorative
arts.) The surprise star of its sale
was Juan Gris’s hunter-green view
of a Cubist desktop, “Livre, pipe et
verres,” which sold for $20.8 mil-
lion, over its $18.5 million estimate.

Until recently, Christie’s domi-
nated the field for contemporary-
art sales, but it struggled this time
around, with 52% of the artworks in
its $113.6 million contemporary
evening sale selling for under their
low estimates. Of the 75 works of-
fered on Wednesday night, only 51
sold, achieving 55% of the sale’s po-
tential value.

In this climate, rare examples by
classic artists outperformed trendy
artists whose prices have multi-
plied in recent months. Malevich
and Munch, for example, don’t often
turn up at auction. Neither does

John Currin, whose Botticelli-like
depiction of two nude women, “Nice
’N Easy,” attracted four bidders at
Sotheby’s on Tuesday, ultimately
selling for $5.4 million, over its $4.5
million high estimate.

Christie’s landed a coup with Ms.
Kusama: Not only are her spare ab-
stracts rarely offered at auction, but
her record-setting example offered
on Wednesday came from the estate
of another minimalist master, Mr.
Judd. By contrast, nary a paddle
went up when Christie’s offered an
estimated $40 million “Study for
Self-Portrait” by Francis Bacon, a re-
cent favorite of Russian collectors,
and it went unsold.

For buyers, potential bargains
abounded. Only two bidders vied for

Edgar Degas’s “Le Tub” at Sothe-
by’s, and the winning telephone bid-
der got it for $3.7 million, below its
$4 million to $6 million estimate.

At Christie’s, Alberto Giacomet-
ti’s “Trois hommes qui marchent I”
sold for $11.5 million, under its $14
million to $18 million estimate. Rich-
ard Prince’s “Lake Resort Nurse”
sold at Christie’s for $3.3 million,
down from its $5 million to $7 mil-
lion estimate. In July, another piece
from his pulpy series of masked
nurses, “Overseas Nurse,” sold at
Sotheby’s in London for $8.4 mil-
lion, a record for the artist.

Collectors will look next to the
big round of auctions scheduled
later this month in Hong Kong and
London in February.

PC makers slash
prices as demand
shrivels. Page 6

How old is your
work computer?
WSJ.com/BizTech

Islamic theologian’s theory delivers a jolt
Professor questions
whether Muhammad
ever really existed
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Financial crisis hits art market

Rise in résumé fraud found recently among
top executives reflects unevenness in
background checks. Page 30

By Andrew Higgins

Münster, Germany

M
UHAMMAD Sven
Kalisch, a Muslim con-
vert and Germany’s
first professor of Is-
lamic theology, fasts

during the Muslim holy month,
doesn’t like to shake hands with
Muslim women and has spent years
studying Islamic scripture. Islam,
he says, guides his life.

So it came as something of a sur-
prise when Prof. Kalisch announced
the fruit of his theological research.
His conclusion: The Prophet Muham-
mad probably never existed.

Muslims, not surprisingly, are out-
raged. Even Danish cartoonists who
triggered global protests a couple of
years ago didn’t portray the Prophet
as fictional. German police, worried
about a violent backlash, told the pro-

fessor to move his religious-studies
center to more-secure premises.

“We had no idea he would have
ideas like this,” says Thomas Bauer,
a fellow academic at Münster Uni-
versity who sat on a committee that
appointed Prof. Kalisch. “I’m a more
orthodox Muslim than he is, and I’m
not a Muslim.”

When Prof. Kalisch took up his
theology chair four years ago, he
was seen as proof that mod-
ern Western scholarship
and Islamic ways can min-
gle—and counter the influ-
ence of radical preachers in
Germany. He was put in
charge of a new program at
Münster, one of Germany’s
oldest and most respected
universities, to train teach-
ers in state schools to teach
Muslim pupils about their
faith.

Muslim leaders cheered
and joined an advisory
board at his Center for Religious
Studies. Politicians hailed the ap-
pointment as a sign of Germany’s
readiness to absorb some three mil-
lion Muslims into mainstream soci-

ety. But, says Andreas Pinkwart, a
minister responsible for higher edu-
cation in this north German region,
“the results are disappointing.”

Prof. Kalisch, who insists he’s
still a Muslim, says he knew he
would get in trouble but wanted to
subject Islam to the same scrutiny
as Christianity and Judaism. Ger-
man scholars of the 19th century, he
notes, were among the first to raise

questions about the histori-
cal accuracy of the Bible.

Many scholars of Islam
question the accuracy of an-
cient sources on Muham-
mad’s life. The earliest biog-
raphy, of which no copies
survive, dated from
roughly a century after the
generally accepted year of
his death, 632, and is
known only by references
to it in much later texts. But
only a few scholars have
doubted Muhammad’s ex-

istence. Most say his life is better
documented than that of Jesus.

“Of course Muhammad existed,”
says Tilman Nagel, a scholar in Göt-
tingen and author of a new book,

“Muhammad: Life and Legend.” The
Prophet differed from the flawless
figure of Islamic tradition, Prof. Na-
gel says, but “it is quite astonishing
to say that thousands and thousands
of pages about him were all forged”
and there was no such person.

All the same, Prof. Nagel has
signed a petition in support of Prof.
Kalisch, who has faced blistering
criticism from Muslim groups and
some secular German academics.
“We are in Europe,” Prof. Nagel
says. “Education is about thinking,
not just learning by heart.”

Prof. Kalisch’s religious studies
center recently removed a sign and
erased its address from its Web site.
The professor, a burly 42-year-old,
says he has received no specific
threats but has been denounced as
apostate, a capital offense in some
readings of Islam.

“Maybe people are speculating
that some idiot will come and cut off
my head,” he said during an inter-
view in his study.

A few minutes later, an assis-
tant arrived in a panic to say a sus-
picious-looking digital clock had
been found lying in the hallway. Po-

lice, called to the scene, declared
the clock harmless.

A convert to Islam at age 15,
Prof. Kalisch says he was drawn to
the faith because it seemed more
rational than others. He embraced
a branch of Shiite Islam noted for
its skeptical bent. After working
briefly as a lawyer, he began work
in 2001 on a postdoctoral thesis in
Islamic law in Hamburg, to go
through the elaborate process re-
quired to become a professor in
Germany.

The Sept. 11 attacks in the U.S.
that year appalled Mr. Kalisch but
didn’t dent his devotion. Indeed, af-
ter he arrived at Münster University
in 2004, he struck some as too con-
servative. Sami Alrabaa, a scholar
at a nearby college, recalls attend-
ing a lecture by Prof. Kalisch and be-
ing upset by his doctrinaire defense
of Islamic law, known as Sharia.

In private, he was moving in a dif-
ferent direction. He devoured works
questioning the existence of Abra-
ham, Moses and Jesus. Then “I said
to myself: You’ve dealt with Chris-
tianity and Judaism but what about

Please turn to page 30

Alberto Giacometti
“Trois hommes qui marchent I”

Sold for - $11.5 million
Estimated worth - $14 million to $18 million
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Richard Prince
“Lake Resort Nurse”

Sold for - $3.3 million
Estimated worth - $5 million to $7 million
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OMV cuts production goals,
spending on energy projects

By Christina Passariello

Compagnie Financière Riche-
mont SA, the world’s second big-
gest luxury-goods group, on Friday
reported a sharp slowdown in Octo-
ber sales, in one of the clearest
signs yet that the luxury-goods sec-
tor is heading for a major down-
turn.

Richemont, the parent company
of brands such as Cartier, Vacheron
Constantin and Chloé, said sales in
October rose 1.6%. In the six months
ended Sept.30, sales had risen 10%
to Œ2.8 billion ($3.55 billion). First-
half net profit increased 4.9% to
Œ864 million.

After holding up well through
the summer, sales of luxury goods
have begun to slump in response to
the economic crisis. “October
showed a significant change of
mindset” from earlier in the year,
said Richard Lepeu, the Swiss
group’s finance director.

He said the “feel-good factor,”
which prompts people to splurge on
luxury, has vanished among the
world’s wealthiest consumers.
Richemont is the first in the sector
to report October sales.

Richemont said sales declined in
the Americas and in Europe, two
key luxury-goods markets. Emerg-
ing markets including Russia, China
and the Middle East continued to
grow.

Richemont is considered more
vulnerable in a slowdown than in-
dustry leader LVMH Moët Hen-
nessy Louis Vuitton because it is fo-
cused on hard luxury—watches and
jewelry—rather than accessories.

“The unfolding economic slow-
down has begun to impact demand
for high-end hard luxury,” said San-
ford Bernstein analyst Luca Solca.

Watch and jewelry makers sell a
large proportion of their products
through wholesale clients. Those cli-
ents have “drastically” reduced
their orders because of the reduc-
tion in sales, Mr. Lepeu said.
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Auto-parts firms ask to tap aid

U.S. clears InBev deal
Brewer to sell unit
to secure approval
of Anheuser purchase

Richemont sales growth
slows sharply, to 1.6%

In
Be

v

The U.S. Justice Department required InBev to shed its Labatt USA division amid
concerns over prices in three New York state cities where Labatt’s is popular.

Baume & Mercier watches could add to
Richemont’s vulnerability in a slowdown.

CORPORATE NEWS

By Elizabeth Williamson

And Greg Hitt

WASHINGTON—Automobile-
parts makers are requesting access
to the $700 billion financial-indus-
try rescue fund, even as Democratic
lawmakers embrace tough condi-
tions on a proposed aid package for
Detroit’s troubled auto companies.

Democratic lawmakers Monday
plan to unveil a bill that would give
the Big Three auto makers access to
the $700 billion Troubled Asset Re-
lief Program set up in October to
help ailing banks and other financial
firms. As written, the legislation
wouldn’t include auto-parts makers.

Parts makers are seeking to
change that in a letter signed by
nearly 100 companies and being
sent to the House and Senate on
Monday. In the letter, the Motor and
Equipment Manufacturers Associa-
tion, a trade group, will ask that its
members get equal access to TARP
funding sought by the car makers.

General Motors Corp., Ford Mo-
tor Co. and Chrysler LLC are seeking
$25 billion in new loans, on top of
$25 billion they will receive in al-
ready-approved loans. The latter
were originally intended to help the
car makers retool their fleets and
make more energy-efficient vehicles.

Lawmakers and congressional
aides said the bill to assist the auto in-
dustry will include more-stringent
limits on pay for auto executives than
have been imposed on executives of

finance firms using the TARP funds.
Among other things, TARP rules bar
firms from giving “golden para-
chute” exit payments to executives
and restrict compensation above
$500,000 from being tax-deductible.

The legislation would also re-
quire the auto makers and their
unions to draw up plans on how the
companies would return to finan-
cial health in the longer term.

The bill would “provide immedi-
ate, targeted assistance” in return
for industry commitments to meet
“new fuel-efficiency standards” and
develop next-generation technolo-
gies that would allow the industry
to compete in the global market-
place, House Speaker Nancy Pelosi
(D., Calif.) said on Saturday.

The legislation also calls for the
establishment of a government-
oversight board that “could veto
ventures,” House Financial Services
Chairman Barney Frank said.

Democrats hope to force action
on the bill this week, but the Bush
White House and many Republican
lawmakers are reluctant to give the
industry access to the rescue fund.
Instead, they want Congress to
speed release of the $25 billion in al-
ready-approved loans.

Sunday, Alabama Sen. Richard
Shelby, the senior Republican on the
Senate Banking Committee, sug-
gested bankruptcy court would be a
better option to help the industry re-
structure and argued that govern-
ment aid isn’t going to halt the in-

dustry’s long-term decline.
“Should we intervene to slow it

down, knowing it’s going to hap-
pen?” Sen. Shelby said on NBC’s
“Meet the Press.” “I say no.”

Auto-parts suppliers—who em-
ploy 600,000 people concentrated
in seven states, nearly triple the
number working for the Big Three
auto makers—said the Big Three’s
woes are already being felt down-
stream. Their request for equal ac-
cess to any new loans made to the
car companies shows the challenges
Congress faces in drawing the line
on which sectors to assist as the
economy continues to weaken.

In its letter, the Motor and Equip-
ment Manufacturers Association ar-
gues aiding auto makers won’t ad-
dress the difficulties facing suppli-
ers. Even if auto makers get govern-
ment aid, it said, their factories
won’t necessarily be running at full
capacity as long as consumer de-
mand remains low.

“We have some suppliers in im-
mediate need of a cash infusion. For
them to go down will cause a severe
shortage all over the industry,” said
Ann Wilson, the association’s senior
vice president of government af-
fairs.

Parts makers supply auto mak-
ers beyond the Big Three, including
foreign-owned manufacturers with
operations in the U.S.
 —John D. Stoll in Detroit and

Louise Radnofsky in Washington
contributed to this article.

By David Kesmodel

InBev NV secured approval from
the U.S. Justice Department to buy
Anheuser-Busch Cos. by agreeing to
sell Labatt USA, a small, 55-person
sales arm of the Belgian-Brazilian
beer titan.

The decision moved InBev an-
other step closer to acquiring the
iconic American brewer for $52 bil-
lion in an all-cash deal that will create
the world’s largest brewer by sales.

InBev, of Leuven, Belgium, said it
expects to complete the transaction
“as soon as practicable.” Analysts say
it could happen as soon as this week.
Regulators in the U.K. and China have
yet to give their blessing.

Shareholders of St. Louis-based
Anheuser, the largest U.S. brewer by
revenue, approved the deal Wednes-
day. InBev shareholders approved it
in September.

The companies, whose combined
business will be called Anheuser-
Busch InBev, have little overlap in
most of the U.S. But the Justice De-
partment said it required InBev to
shed its Labatt USA division because,
otherwise, the combination likely
would have curtailed competition
and prompted higher beer prices in
three cities in upstate New York
where Labatt’s brands are popular.

The Justice Department said
those cities make up about half of all
U.S. sales of Labatt Blue and other La-
batt brands, which are imported
from InBev’s Canadian unit, Labatt
Brewing Co. InBev will retain the Ca-
nadian operation.

Labatt USA, based in Buffalo, ac-

counted for 0.7% of the U.S. beer mar-
ket in terms of barrels shipped in
2007, according to industry newslet-
ter Beer Marketer’s Insights. An-
heuser accounted for 48.2%. An-
heuser has imported many of InBev’s
European brands, such as Beck’s and
Stella Artois, since early 2007.

The U.S. Justice Department, in a
filing in federal district court in Wash-
ington, said the proposed deal would
have raised Anheuser’s share of the
beer market in both Buffalo and Roch-
ester to about 45% from about 24%,
resulting in a highly concentrated
market dominated by Anheuser-
Busch InBev and MillerCoors LLC,
which has about 26% of those mar-
kets. In Syracuse, Anheuser-Busch’s
market share would have jumped to
41% from about 28%, with MillerCo-
ors, a joint venture of SABMiller PLC

and Molson Coors Brewing Co., con-
trolling about 28%.

Under terms of the proposed set-
tlement, which requires court ap-
proval, InBev must sell Labatt USA
and grant a license to the acquirer to
brew and sell Labatt brands for con-
sumption throughout the U.S.

“This divestiture will ensure that
consumers will continue to benefit
from the significant competition be-
tween the merging companies in up-
state New York,” Deborah Garza, dep-
uty assistant attorney general of the
Justice Department’s Antitrust Divi-
sion, said in a statement.

InBev said the divestiture won’t
have a material impact on its earn-
ings. The divestiture will happen af-
ter InBev and Anheuser close their
deal. —Fawn Johnson

contributed to this article. By Flemming E. Hansen

And Benoit Faucon

LONDON—Faced with lower oil
prices and the global economic tur-
moil, Austrian oil and gas company
OMV AG on Friday downgraded its
production and refining targets and
deferred spending in projects includ-
ing exploration and power.

The announcement underscores
how the new environment is start-
ing to hit large, cash-rich oil compa-
nies, which have so far been
shielded from the economic crisis.

OMV now expects 2010 refining
volume to reach 25.8 million metric
tons, down from a previous forecast
of 26.4 million tons. The company
also lowered its target for produc-
tion generated within its existing
portfolio to between 350,000 and
360,000 barrels of oil equivalent a
day, Chief Executive Wolfgang Rut-
tenstorfer said at a conference in
London. OMV previously had aimed
for output of 400,000 barrels a day.

In addition, the company cut the
target for gas marketing volume to
18 billion cubic meters for 2010
from 20 billion cubic meters.

However, OMV said there might
also be some benefits from lower oil
prices, as they drive down project
costs and stimulate demand. CEO Rut-
tenstorfer said the company has rear-
ranged its list of priorities, postpon-
ing refinery investments as well as
production and exploration projects.

Capital expenditure “will be re-
duced and deferred to reflect lower
operating cash flow,” said Chief Fi-
nancial Officer David Davies, adding
that OMV still targets a 30% divi-
dend payout.

The speed of the recent drop in
the price of oil has been a great sur-
prise, said Mr. Ruttenstorfer. Al-
though he said that the interna-
tional economic crisis might keep
the oil price between $60 and $80 a
barrel for some time, he expects
prices to stabilize at between $80
and $100 a barrel in the long term.
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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.

3.59% 9 World -a % % 163.44 –1.53% –45.6% 5.62% 12 U.S. Select Dividend -b % % 581.98 –4.77% –32.0%

2.98% 12 Global Dow 1072.60 –1.91% –38.9% 1444.19 –1.05% –47.0% 4.58% 13 Infrastructure 1300.60 –1.50% –29.4% 1572.10 –0.64% –38.8%

4.69% 9 Stoxx 600 205.60 0.72% –43.3% 194.64 1.61% –50.9% 2.61% 7 Luxury 590.20 –5.20% –46.4% 634.39 –4.37% –53.6%

4.80% 9 Stoxx Large 200 224.90 0.88% –42.5% 211.84 1.76% –50.1% 2.52% 8 BRIC 50 254.00 –0.05% –53.7% 307.00 0.82% –59.9%

3.93% 9 Stoxx Mid 200 172.30 0.10% –46.3% 162.25 0.98% –53.5% 7.59% 3 Africa 50 644.50 1.02% –40.5% 518.63 1.90% –48.5%

4.54% 8 Stoxx Small 200 104.80 –0.41% –49.8% 98.62 0.46% –56.5% 11.36% 5 GCC % % 1429.16 0.04% –46.3%

4.78% 8 Euro Stoxx 225.40 0.83% –44.8% 213.43 1.72% –52.2% 4.29% 9 Sustainability 688.20 –0.68% –38.7% 736.62 0.19% –46.9%

4.88% 8 Euro Stoxx Large 200 243.10 0.94% –44.8% 228.74 1.83% –52.2% 2.89% 10 Islamic Market -a % % 1398.88 –2.06% –41.2%

4.10% 9 Euro Stoxx Mid 200 201.20 0.52% –43.9% 189.23 1.40% –51.4% 3.16% 10 Islamic Market 100 1525.40 –2.85% –25.9% 1655.15 –2.00% –35.8%

4.72% 8 Euro Stoxx Small 200 119.10 –0.23% –46.9% 112.00 0.64% –54.0% 6.54% 5 Islamic Turkey -c 1792.70 –0.14% –39.7% % %

9.99% 5 Stoxx Select Dividend 30 1241.40 –0.34% –58.2% 1346.89 0.54% –63.8% 2.96% 10 Wilshire 5000 % % 8721.88 –4.37% –40.8%

8.25% 5 Euro Stoxx Select Div 30 1359.50 –0.05% –56.9% 1480.75 0.82% –62.6% % DJ-AIG Commodity 134.80 –0.41% –21.2% 124.10 0.46% –31.7%

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

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

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

Australia 1.5189 2.2498 1.2743 0.1924 0.0555 0.2196 0.0157 0.3908 1.9247 0.2585 1.2407 ...

 Canada 1.2243 1.8134 1.0271 0.1551 0.0447 0.1770 0.0127 0.3150 1.5514 0.2083 ... 0.8060

 Denmark 5.8765 8.7040 4.9299 0.7443 0.2145 0.8495 0.0607 1.5118 7.4464 ... 4.7999 3.8688

 Euro 0.7892 1.1689 0.6621 0.1000 0.0288 0.1141 0.0082 0.2030 ... 0.1343 0.6446 0.5196

 Israel 3.8870 5.7572 3.2609 0.4923 0.1419 0.5619 0.0402 ... 4.9254 0.6614 3.1749 2.5590

 Japan 96.7500 143.3013 81.1661 12.2541 3.5322 13.9862 ... 24.8907 122.5968 16.4639 79.0247 63.6954

 Norway 6.9176 10.2459 5.8033 0.8762 0.2525 ... 0.0715 1.7797 8.7656 1.1772 5.6502 4.5542

 Russia 27.3910 40.5701 22.9790 3.4693 ... 3.9596 0.2831 7.0468 34.7084 4.6611 22.3727 18.0328

 Sweden 7.8953 11.6941 6.6236 ... 0.2882 1.1413 0.0816 2.0312 10.0045 1.3435 6.4488 5.1979

 Switzerland 1.1920 1.7655 ... 0.1510 0.0435 0.1723 0.0123 0.3067 1.5104 0.2028 0.9736 0.7848

 U.K. 0.6752 ... 0.5664 0.0855 0.0246 0.0976 0.0070 0.1737 0.8555 0.1149 0.5515 0.4445

 U.S. ... 1.4811 0.8389 0.1267 0.0365 0.1446 0.0103 0.2573 1.2672 0.1702 0.8168 0.6583

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 397.00 3.50 0.89% 816.00 378.00
Soybeans (cents/bu.) CBOT 896.00 2.00 0.22 1,649.00 799.50
Wheat (cents/bu.) CBOT 574.50 15.75 2.82 1,275.00 518.00
Live cattle (cents/lb.) CME 90.675 –1.050 –1.14% 117.650 87.950
Cocoa ($/ton) ICE-US 1,966 18 0.92 3,228 1,884
Coffee (cents/lb.) ICE-US 115.45 0.50 0.43 181.60 110.10
Sugar (cents/lb.) ICE-US 11.65 0.23 2.01 15.85 9.89
Cotton (cents/lb.) ICE-US 42.51 0.65 1.55 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,455.00 –25 –1.69 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,365 25 1.87 1,706 979
Robusta coffee ($/ton) LIFFE 1,828 23 1.27 2,747 1,580

Copper (cents/lb.) COMEX 171.50 8.50 5.21 398.40 157.50
Gold ($/troy oz.) COMEX 742.50 37.50 5.32 1,048.00 437.00
Silver (cents/troy oz.) COMEX 949.00 69.00 7.84 2,155.00 601.00
Aluminum ($/ton) LME 1,940.00 25.00 1.31 3,340.00 1,912.00
Tin ($/ton) LME 14,020.00 270.00 1.96 25,450 11,200
Copper ($/ton) LME 3,780.00 130.00 3.56 8,811.00 3,625.00
Lead ($/ton) LME 1,360.00 32.00 2.41 3,460.00 1,160.00
Zinc ($/ton) LME 1,208.00 48.00 4.14 2,840.00 1,095.00
Nickel ($/ton) LME 11,250 600 5.63 33,600 9,000

Crude oil ($/bbl.) NYMEX 57.60 –1.46 –2.47 148.35 55.54
Heating oil ($/gal.) NYMEX 1.8590 –0.0395 –2.08 4.3193 1.8210
RBOB gasoline ($/gal.) NYMEX 1.2736 –0.0623 –4.66 3.5770 1.2409
Natural gas ($/mmBtu) NYMEX 6.468 –0.009 –0.14 14.546 0.117
Brent crude ($/bbl.) ICE-EU 54.24 –2.00 –3.56 150.25 52.80
Gas oil ($/ton) ICE-EU 578.50 4.25 0.74 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 14
Per In

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

Argentina peso-a 4.1987 0.2382 3.3135 0.3018

Brazil real 2.8967 0.3452 2.2860 0.4374
Canada dollar 1.5514 0.6446 1.2243 0.8168

1-mo. forward 1.5529 0.6440 1.2255 0.8160
3-mos. forward 1.5531 0.6439 1.2257 0.8159
6-mos. forward 1.5520 0.6444 1.2248 0.8165

Chile peso 808.63 0.001237 638.15 0.001567
Colombia peso 2930.32 0.0003413 2312.53 0.0004324
Ecuador US dollar-f 1.2672 0.7892 1 1
Mexico peso-a 16.5096 0.0606 13.0289 0.0768
Peru sol 3.9199 0.2551 3.0935 0.3233
Uruguay peso-e 29.968 0.0334 23.650 0.0423
U.S. dollar 1.2672 0.7892 1 1
Venezuela bolivar 2.72 0.367519 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9247 0.5196 1.5189 0.6584
China yuan 8.6479 0.1156 6.8247 0.1465
Hong Kong dollar 9.8205 0.1018 7.7501 0.1290
India rupee 61.8242 0.0162 48.7900 0.0205
Indonesia rupiah 14667 0.0000682 11575 0.0000864
Japan yen 122.60 0.008157 96.75 0.010336

1-mo. forward 122.47 0.008165 96.65 0.010347
3-mos. forward 122.03 0.008195 96.30 0.010384
6-mos. forward 121.52 0.008229 95.90 0.010428

Malaysia ringgit-c 4.5560 0.2195 3.5955 0.2781
New Zealand dollar 2.2591 0.4426 1.7828 0.5609
Pakistan rupee 101.625 0.0098 80.200 0.0125
Philippines peso 62.623 0.0160 49.420 0.0202
Singapore dollar 1.9268 0.5190 1.5206 0.6577
South Korea won 1773.95 0.0005637 1399.95 0.0007143
Taiwan dollar 41.886 0.02387 33.055 0.03025
Thailand baht 44.306 0.02257 34.965 0.02860

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

Euro zone euro 1 1 0.7892 1.2672
1-mo. forward 1.0012 0.9988 0.7901 1.2656
3-mos. forward 1.0019 0.9981 0.7907 1.2647
6-mos. forward 1.0023 0.9977 0.7910 1.2642

Czech Rep. koruna-b 25.252 0.0396 19.928 0.0502
Denmark krone 7.4464 0.1343 5.8765 0.1702
Hungary forint 266.61 0.003751 210.41 0.004753
Norway krone 8.7656 0.1141 6.9176 0.1446
Poland zloty 3.7051 0.2699 2.9240 0.3420
Russia ruble-d 34.708 0.02881 27.391 0.03651
Slovak Rep. koruna 30.3939 0.03290 23.9860 0.04169
Sweden krona 10.0045 0.1000 7.8953 0.1267
Switzerland franc 1.5104 0.6621 1.1920 0.8389

1-mo. forward 1.5098 0.6623 1.1915 0.8393
3-mos. forward 1.5066 0.6637 1.1890 0.8410
6-mos. forward 1.5026 0.6655 1.1858 0.8433

Turkey lira 2.0515 0.4874 1.6190 0.6177
U.K. pound 0.8555 1.1689 0.6752 1.4811

1-mo. forward 0.8562 1.1680 0.6757 1.4801
3-mos. forward 0.8560 1.1683 0.6755 1.4804
6-mos. forward 0.8564 1.1676 0.6759 1.4796

MIDDLE EAST/AFRICA
Bahrain dinar 0.4776 2.0937 0.3769 2.6530
Egypt pound-a 7.0137 0.1426 5.5350 0.1807
Israel shekel 4.9254 0.2030 3.8870 0.2573
Jordan dinar 0.8968 1.1150 0.7078 1.4129
Kuwait dinar 0.3433 2.9132 0.2709 3.6914
Lebanon pound 1901.99 0.0005258 1501.00 0.0006662
Saudi Arabia riyal 4.7537 0.2104 3.7515 0.2666
South Africa rand 12.7523 0.0784 10.0638 0.0994
United Arab dirham 4.6548 0.2148 3.6735 0.2722

SDR -f 0.8582 1.1653 0.6772 1.4766

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 600 205.56 1.48 0.73% –43.6% –43.3%

 9 DJ Stoxx 50 2154.01 20.73 0.97 –41.5% –41.1%

 8 Euro Zone DJ Euro Stoxx 225.40 1.86 0.83 –45.7% –44.8%

 9 DJ Euro Stoxx 50 2456.43 26.49 1.09 –44.2% –42.6%

 5 Austria ATX 1807.71 28.78 1.62 –59.9% –59.0%

 7 Belgium Bel-20 2061.08 –1.74 –0.08% –50.1% –49.2%

 6 Czech Republic PX 810.2 34.9 4.50 –55.4% –54.8%

 10 Denmark OMX Copenhagen 248.39 0.74 0.30 –44.7% –44.6%

 8 Finland OMX Helsinki 5548.58 –86.81 –1.54 –52.2% –52.6%

 7 France CAC-40 3291.47 22.01 0.67 –41.4% –40.4%

 10 Germany DAX 4710.24 60.72 1.31 –41.6% –38.1%

 … Hungary BUX 11867.13 21.88 0.18 –54.8% –55.4%

 2 Ireland ISEQ 2673.82 –1.04 –0.04 –61.4% –61.6%

 6 Italy S&P/MIB 20831 417 2.04 –46.0% –45.9%

 4 Netherlands AEX 252.47 2.51 1.00 –51.0% –49.5%

 6 Norway All-Shares 269.77 3.78 1.42 –52.7% –51.8%

 17 Poland WIG 27110.59 408.11 1.53 –51.3% –51.2%

 10 Portugal PSI 20 6573.01 45.32 0.69 –49.5% –49.8%

 … Russia RTSI 644.02 24.11 3.9% –71.9% –70.6%

 7 Spain IBEX 35 8832.2 91.6 1.05 –41.8% –44.0%

 15 Sweden OMX Stockholm 197.80 –0.06 –0.03% –43.8% –44.3%

 12 Switzerland SMI 5834.75 94.71 1.65 –31.2% –31.2%

 … Turkey ISE National 100 25425.26 325.28 1.30 –54.2% –53.2%

 8 U.K. FTSE 100 4232.97 63.76 1.53 –34.4% –32.7%

 9 ASIA-PACIFIC DJ Asia-Pacific 86.72 0.69 0.80 –45.1% –45.6%

 … Australia SPX/ASX 200 3748.1 50.8 1.37 –40.9% –42.0%

 … China CBN 600 15442.64 560.92 3.77 –62.7% –59.3%

 8 Hong Kong Hang Seng 13542.66 321.31 2.43 –51.3% –51.0%

 10 India Sensex 9385.42 –150.91 –1.58 –53.7% –52.4%

 … Japan Nikkei Stock Average 8462.39 223.75 2.72 –44.7% –44.2%

 … Singapore Straits Times 1759.14 3.67 0.21 –49.2% –48.5%

 11 South Korea Kospi 1088.26 –0.18 –0.02 –42.6% –43.5%

 10 AMERICAS DJ Americas 218.04 –9.17 –4.04 –42.2% –41.8%

 … Brazil Bovespa 35789.10 –204.23 –0.57 –44.0% –44.6%

 11 Mexico IPC 19562.14 –147.96 –0.75 –33.8% –34.0%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Nov. 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* 220.17 2.33%–45.4% –48.5%

3.70% 11 World (Developed Markets) 893.95 2.75%–43.7% –46.9%

3.40% 12 World ex-EMU 105.79 3.07%–41.5% –45.1%

3.50% 11 World ex-UK 897.69 3.26%–42.7% –45.7%

4.80% 9 EAFE 1,148.02 –1.91%–49.1% –51.9%

4.20% 8 Emerging Markets (EM) 524.12 –1.76%–57.9% –60.8%

5.30% 8 EUROPE 71.51 –0.54%–43.9% –47.3%

5.80% 8 EMU 129.16 0.96%–53.8% –55.2%

5.20% 9 Europe ex-UK 78.51 0.30%–43.7% –46.3%

7.20% 7 Europe Value 79.14 –0.51%–47.8% –52.0%

3.60% 10 Europe Growth 62.77 –0.56%–39.9% –42.4%

5.00% 8 Europe Small Cap 108.45 –1.78%–49.6% –55.8%

4.20% 5 EM Europe 172.18 –2.41%–64.2% –63.8%

5.60% 7 UK 1,236.62 –0.38%–35.6% –38.4%

5.30% 8 Nordic Countries 101.98 0.21%–50.5% –54.5%

3.20% 4 Russia 421.23 –1.95%–72.0% –70.2%

4.90% 10 South Africa 508.50 –1.64%–28.7% –33.9%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 225.96 –4.75%–57.3% –61.4%

2.80% 11 Japan 517.69 –4.53%–44.9% –49.7%

3.70% 8 China 35.13 –4.54%–58.9% –65.8%

1.80% 11 India 368.45 0.00%–56.9% –54.5%

2.70% 8 Korea 303.18 –2.98%–41.3% –45.7%

7.90% 8 Taiwan 166.99 –4.34%–50.0% –56.2%

2.80% 15 US BROAD MARKET 985.68 7.03%–38.2% –41.6%

2.10% 28 US Small Cap 1,222.96 7.99%–38.4% –43.1%

3.70% 8 EM LATIN AMERICA 2,013.60 4.39%–54.2% –56.4%

*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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Novartis’s research update
to shed light on retooling

PC firms overhaul plans
Dell, other makers
trim notebook prices
as demand withers

Telefónica earnings tumble 50%

Heinz results to show
answer to price increases

CORPORATE NEWS

*Forecast
Note: Includes desktops and notebooks

PC sales slump
U.S. PC shipments are expected
to decline to about 18.4 million 
units in the fourth quarter.
Change from a year earlier
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By Jeanne Whalen

Six years ago, Swiss drug giant
Novartis AG hired a new head of re-
search and began retooling its
search for new medicines. Wednes-
day, investors will get an update on
how that work is progressing.

Mark Fishman, a geneticist and
former professor of medicine at Har-
vard University, will give analysts
his first major research update in
two years, focusing on experimental
drugs that the company plans to
bring to market in 2011 or later. No-
vartis’s largest product, the hyper-
tension pill Diovan, will face generic
competition and is expected to lose
most of its sales around that time,
making it crucial for the company to
find new medicines to fill the void.

Dr. Fishman and his team are fo-
cusing on the genetic underpin-
nings of disease, attempting to find,
and fix, the molecular pathways
that make people ill. Previously, No-
vartis and most other drug makers
discovered medicines almost by hap-
penstance, bombarding diseases

with different chemicals until they
found a combination that worked.

Novartis is betting that if it can
fix the genetic flaws that make peo-
ple sick, it will find truly effective
drugs that patients need—and that
insurers are willing to pay for.

Some of Dr. Fishman’s experi-
mental drugs focus on rare dis-
eases such as Muckle-Wells Syn-
drome, an inflammatory condition
affecting a few thousand patients
world-wide. But because the ge-
netic switches underlying that dis-
ease are common to other inflam-
matory diseases, Novartis believes
it might be able to broaden its work
to more common conditions.

When Novartis hired Dr. Fish-
man, it moved its research head-
quarters to Cambridge, Mass.,
from Switzerland and gave him
carte blanche to hire the best scien-
tists he could find. His group now
numbers 1,700. “We’ve actually be-
gun to have the meal move through
the snake,” he said. “I think we’ve
got the best discovery engine in
the world.”

By Justin Scheck

And Yukari Iwatani Kane

Computer makers are scram-
bling to adjust to rapidly deteriorat-
ing demand for personal comput-
ers, cutting prices as they brace for
what is quickly shaping up to be a
cheerless holiday season.

Dell Inc. and some retailers are
even offering discounts of 20% to
30% on new notebook computers,
chipping away at profits in a segment
that has enjoyed healthy demand.

Until now, the $263 billion PC
sector had shown resilience amid a
slowing economy: World-wide PC
shipments rose at least 12% in each
of the first three quarters of the
year. But PC sales have stalled in re-
cent weeks as consumer spending
has plunged.

Research firm IDC is preparing re-
vised numbers that project a 1% drop
in U.S. PC shipments for the fourth
quarter compared with a year ear-
lier. IDC previously had expected
U.S. shipments to rise 6% in the typi-
cally robust holiday sales period.

Signs of the reversal are starting
to surface. In the past week, major
PC retailer Circuit City Stores Inc.
filed for bankruptcy protection and

rival Best Buy Co. slashed sales ex-
pectations. On Wednesday, chip
maker Intel Corp., which just a
month ago was projecting 3%
growth, warned of sharply lower
fourth-quarter sales “in all geogra-
phies and market segments.”

The deteriorating PC climate por-
tends poorly for Hewlett-Packard
Co., the market leader with a 19%
global share in PC shipments, and
Dell, which has a roughly 15% share,
according to IDC. While H-P—which
is to report quarterly earnings
Nov. 24—has businesses such as
printers and information-technol-
ogy services that may help buffer it
from the PC slowdown, analysts say
disappointing October PC sales will
hurt its earnings.

On Thursday, Citigroup reduced
its revenue estimate for H-P and
Dell in a research note titled “The
PC Industry Slips Into Recession.”
Analyst Richard Gardner wrote that
“lack of credit, declining corporate
profit margins, rising unemploy-
ment and a stronger dollar are all
negatively affecting corporate and
consumer PC growth.”

Any comedown for H-P’s PC sales
would mark a major reversal for the
business, which has been growing ro-
bustly for the past few years. H-P has
expanded its PC business’s profit
margins, but retailers have started
selling its computers at sharp dis-
counts. At Best Buy in the U.S., an
H-P laptop with a 15.6-inch-screen re-
cently was selling for a nearly 25%

discount at $549.99.
An H-P spokeswoman declined

to comment.
Dell, which gets comparatively

little revenue from its services and
printer business, recently began of-
fering on its Web site an Inspiron
laptop computer with a 13.3-inch
screen that previously had cost
$984 for a 24% discount at
$747—plus a free printer. On Tues-
day, the company also cut prices of a
netbook, which is a minicomputer,
in Japan by more than 20%.

Kyp Walls, head of Panasonic
Corp.’s Toughbook corporate note-
book division, said Panasonic execu-
tives met this past week to discuss
how “we’re going to see some slow-
ness for the next four to six quarters.”

Some customers are delaying
planned fourth-quarter purchases
until next year and he expects some
of those orders to be canceled en-
tirely, he said. As a result, the com-
pany will have to “aggressively pur-
sue cost reductions,” he said.

In addition to cutting prices, mini-
notebook maker Asustek Computer
Inc. hopes to fuel holiday sales by sell-
ing its low-priced machines in nontra-
ditional places such as Toys “R” Us
Inc. and Target Corp. stores, in order
to appeal to children and women, said
Jackie Hsu, president of the compa-
ny's Americas division.

Last quarter, he said, the com-
pany decided to drop prices of its
mininotebooks, some of which sell
for less than $300.

By Don Clark

Sun Microsystems Inc., respond-
ing to a technology-spending slow-
down and pressure from impatient
investors, announced the latest in a
series of restructuring moves aimed
at restoring the onetime Internet
star’s momentum.

The Silicon Valley computer
maker said it will cut 5,000 to 6,000
employees, or 15% to 18% of its work
force. The company on Friday also
announced organizational changes
to align its business with what the in-
dustry calls open-source software,
along with the departure of an exec-
utive credited with building some of
those products.

“We are adapting the company
to the global economy as we and our

industry see it,” said Jonathan
Schwartz, Sun’s chief executive.

The size of the job cuts—after
eight prior restructuring actions—
was widely viewed as overdue.
“They are finally realizing they have
to get a lot more aggressive in bring-
ing cost down,” said Lou Miscioscia,
an analyst at Cowen & Co. Some ana-
lysts have been pushing for even
more dramatic action, such as sell-
ing some or all of the company.

But Sun’s depressed stock—
which hit its lowest level in 14 years
Thursday—has attracted some big
investors.

Sun’s shares Friday rose 1%, or 4
cents, to $4.12 in 4 p.m. trading on
the Nasdaq Stock Market.
 —Christopher Lawton

contributed to this article.

Sun to cut as many as 6,000 jobs

By Jason Sinclair

MADRID—Telefónica SA, one
of the world’s biggest telecommu-
nications companies, said Friday
that third-quarter net profit fell
50% from a year earlier, when earn-
ings were boosted by an asset sale.

The Madrid-based company
eased concerns about the impact
of the economic slowdown on its
business, confirming its 2008
growth targets as continued
strength in Latin America and resil-
ient domestic fixed-line opera-
tions supported revenue.

Telefónica reported net profit
of Œ2 billion ($2.54 billion), down
from Œ4.02 billion. The company
booked a Œ1.37 billion gain in the
year-earlier quarter related to the
sale of Dutch production company
Endemol NV.

Total revenue rose 5.7% to
Œ14.99 billion.

Analysts have been concerned
that a consumer-spending slow-

down would hit mobile revenue as
customers make fewer calls and re-
place their handsets less fre-
quently. They also worry that stel-
lar growth may be easing in emerg-
ing markets, which European oper-
ators have been banking on to off-
set weakness in mature markets.

Telefónica’s Spanish cellular
revenue dropped 2.1%, while total
revenue in the country rose 2% to
Œ5.38 billion. Revenue in Latin
American rose 15% to Œ5.78 billion,
although analysts say recent cur-
rency fluctuations are likely to de-
crease the region’s contribution in
coming quarters.

“The mix is a bit weaker than in
previous quarters, but the overall
picture is solid,” Morgan Stanley
said in a research note.

Telecommunications analysts
have been especially concerned
about the outlook for fast-growing
emerging markets, which Euro-
pean operators have been banking
on as mature markets stagnate.

Last week, U.K.-based Vodafone
Group PLC put the brakes on its ex-
pansion in emerging markets and
laid out a new cost-cutting plan to
compensate for declining revenue.

Telefónica is undergoing a re-
structuring program as it makes
cuts in its shrinking domestic wire-
line business and refocuses on mo-
bile telephony and high-speed In-
ternet to support revenue. The
company has begun rolling out a fi-
ber-optic network to ramp up Inter-
net speeds and improve its Inter-
net-based television offer in Spain.

Telefónica had nearly 252 mil-
lion customers world-wide at the
end of September, 15% more than a
year earlier.

The company said it expects
2008 revenue growth of between
6% and 8%, with growth in operat-
ing income before depreciation
and amortization between 7.5%
and 11%, excluding exceptional
items and in constant currencies.

By Julie Jargon

Investors will be looking for indi-
cations of just how much supermar-
kets have been pushing back on
price increases when H.J. Heinz Co.
reports earnings Friday.

Retailers in the U.K., where the
ketchup maker generates about 18%
of its revenue, have been particu-
larly resistant to accepting price in-
creases as the cost of such commodi-
ties as corn and fuel have fallen
from their peaks and consumers
have become more price-sensitive
amid the slowing economy.

Heinz so far hasn’t commented
on what kind of pushback, if any, it
has gotten, but a Credit Suisse ana-
lyst recently said the Pittsburgh-
based company has been offering
overseas retailers more promo-
tional allowances, such as buy-one-
get-one-free deals.

“I feel the general window for
pricing has closed,” says Edgar Roe-
sch, an analyst with Soleil Securi-
ties.

There already is evidence that
higher food prices have turned off

shoppers. In August, Heinz raised
ketchup prices, according to Credit
Suisse, and many consumers have
since switched to private-label
ketchup as a result. Heinz alsohas ex-
perienced a slowdown in its Weight
Watchers frozen-meals business as
rival Nestlé SA slashed prices on its
Lean Cuisine frozen dinners.

Unlike some food companies
that locked in prices for corn and
other ingredients when those com-
modities were at their peak this sum-
mer, Heinz locked in prices in early
2008 and isn’t expected to take the
kind of earnings hit that some food
makers have. Heinz won’t enjoy a
bump from foreign-exchange rates
now that the U.S. dollar has grown
stronger. However, “we recently
hedged our foreign-exchange trans-
lation exposure on key currencies
for the balance of our fiscal year,
which ends in April,” Heinz Chief Fi-
nancial Officer Art Winkleblack told
investors last month.

Analysts are expecting Heinz’s
profit to have increased 4% to 74
cents ashare initssecond fiscalquar-
ter.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 35.80 $27.65 –1.02 –3.56%
Alcoa AA 24.70 10.84 –0.36 –3.21%
AmExpress AXP 20.60 19.99 –0.79 –3.80%
BankAm BAC 120.70 16.42 –0.68 –3.98%
Boeing BA 8.50 41.04 –2.12 –4.91%
Caterpillar CAT 11.30 36.96 –2.45 –6.22%
Chevron CVX 24.60 72.68 –2.38 –3.17%
Citigroup C 276.50 9.52 0.07 0.74%
CocaCola KO 15.20 45.02 –1.26 –2.72%
Disney DIS 16.00 21.08 –0.57 –2.63%
DuPont DD 8.40 27.43 –1.86 –6.35%
ExxonMobil XOM 50.20 73.68 –1.73 –2.29%
GenElec GE 119.50 16.02 –0.84 –4.98%
GenMotor GM 26.20 3.01 0.06 2.03%
HewlettPk HPQ 20.60 30.46 –1.25 –3.94%
HomeDpt HD 23.90 20.54 –1.69 –7.60%
Intel INTC 69.50 13.32 –1.11 –7.69%
IBM IBM 9.90 80.33 –3.88 –4.61%
JPMorgChas JPM 53.50 34.47 –2.72 –7.31%
JohnsJohns JNJ 19.50 60.05 –2.85 –4.53%
KftFoods KFT 12.60 27.44 –0.67 –2.38%
McDonalds MCD 11.90 56.13 –0.12 –0.21%
Merck MRK 14.60 27.33 –1.20 –4.21%
Microsoft MSFT 89.40 20.06 –1.19 –5.60%
Pfizer PFE 45.20 16.28 –0.45 –2.69%
ProctGamb PG 24.50 63.11 –1.94 –2.98%
3M MMM 6.40 63.06 –1.37 –2.13%
UnitedTech UTX 6.80 50.23 –2.05 –3.92%
Verizon VZ 21.90 30.00 –1.14 –3.66%
WalMart WMT 24.30 52.71 –2.22 –4.04%

Dow Jones Industrial Average P/E: 18
LAST: 8497.31 t 337.94, or 3.82%

YEAR TO DATE: t 4,767.51, or 35.9%

OVER 52 WEEKS t 4,679.48, or 35.5%

 Note: Price-to-earnings ratios are for trailing 12 months
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Follow the markets throughout
the day, with updated stock
quotes, news and commentary
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summarize the day’s trading in
Europe and Asia.
To sign up, go to
WSJ.com/Online Today

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

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

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

ITV P 406 –23 27 140 Rank Gp 702 13 52 –135

Ladbrokes  495 –21 30 116 Iberdrola  197 14 23 51

Wendel 925 –19 50 –126 Rallye 1041 14 62 33

PPR 554 –15 27 178 Nielsen  958 15 140 162

Thomson 1559 –14 114 429 Contl  635 16 154 123

Brit Awys  497 –13 22 1 Bay Motoren Werke  362 16 78 44

Imperial Tob Gp  345 –12 –1 –55 Norske Skogindustrier  1170 17 79 –80

Telefonica  186 –11 –18 24 Gecina 939 20 108 266

Portugal Telecom Intl Fin  138 –9 –9 –35 Porsche Automobil Hldg  540 23 95 147

France Telecom 98 –9 –10 –9 Glencore Intl 1196 37 137 439

Source: Markit Group

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

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

ENI Italy Integrated Oil & Gas $91.6 18.04 5.56% –25.5% –22.0%

Allianz SE Germany Full Line Insurance 32.1 55.92 3.94 –60.6 –54.1

Credit Suisse Grp Switzerland Banks 31.1 32.68 3.68 –51.3 –47.5

BP U.K. Integrated Oil & Gas 149.5 4.88 3.61 –16.9 –24.2

Iberdrola Spain Conventional Electricity 36.7 5.79 3.58 –50.3 3.2

UBS Switzerland Banks $35.7 14.50 –3.85% –69.2 –73.1

Nokia Finland Telecomm. Equipment 47.9 9.95 –3.68 –61.8 –32.4

Royal Bk of Scot U.K. Banks 12.5 0.51 –3.04 –85.7 –89.1

BHP Billiton U.K. General Mining 29.9 9.05 –2.32 –43.5 4.6

Banco Santander Spain Banks 64.7 6.53 –1.36 –52.6 –35.0

...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

Roche Hldg Pt. Ct. 103.8 176.20 3.46% –11.2% –8.4%
Switzerland (Pharmaceuticals)
Anglo Amer 25.7 12.91 3.45 –58.2 –30.6
U.K. (General Mining)
HSBC Hldgs 128.1 7.19 3.38 –14.8 –24.1
U.K. (Banks)
ABB 25.6 13.13 2.66 –56.6 20.9
Switzerland (Industrial Machinery)
Royal Dutch Shell 88.1 19.60 2.59 –28.1 –26.1
U.K. (Integrated Oil & Gas)
GDF Suez 96.6 34.76 2.52 –10.5 37.4
France (Multiutilities)
Telefonica 90.1 15.10 2.51 –34.0 21.0
Spain (Fixed Line Telecommunications)
ArcelorMittal 30.8 16.77 2.41 –65.1 ...
Luxembourg (Iron & Steel)
GlaxoSmithKline 104.6 12.35 2.24 4.0 –17.5
U.K. (Pharmaceuticals)
SAP 44.2 27.95 2.23 –19.9 –22.8
Germany (Software)
UniCredit 33.7 1.99 2.21 –63.9 –62.2
Italy (Banks)
Diageo 38.1 9.18 1.94 –15.2 8.5
U.K. (Distillers & Vintners)
Astrazeneca 62.2 28.88 1.80 31.7 10.4
U.K. (Pharmaceuticals)
Novartis 130.6 58.90 1.73 –0.4 –17.4
Switzerland (Pharmaceuticals)
France Telecom 64.9 19.58 1.58 –24.5 –7.9
France (Fixed Line Telecommunications)
Koninklijke Philips 18.1 13.64 1.56 –51.5 –40.8
Netherlands (Consumer Electronics)
Deutsche Telekom 64.2 11.61 1.40 –21.6 –18.8
Germany (Mobile Telecommunications)
Siemens 49.3 42.53 1.38 –56.3 –34.6
Germany (Electronic Equipment)
Sanofi-Aventis 80.6 48.38 1.32 –19.4 –30.2
France (Pharmaceuticals)
BNP Paribas 54.1 46.81 1.31 –34.5 –30.0
France (Banks)

Nestle 146.4 45.56 1.20% –16.8% 14.0%
Switzerland (Food Products)
ING Groep 20.2 7.65 1.12 –70.8 –72.1
Netherlands (Life Insurance)
Daimler 28.4 23.23 1.00 –65.1 –46.3
Germany (Automobiles)
Intesa Sanpaolo 36.2 2.41 0.94 –53.4 –40.6
Italy (Banks)
E.ON 71.4 28.15 0.90 –37.7 13.3
Germany (Multiutilities)
Barclays 19.2 1.59 0.89 –67.9 –73.3
U.K. (Banks)
Banco Bilbao Vizcaya 39.8 8.38 0.84 –49.8 –44.0
Spain (Banks)
BASF 31.0 25.88 0.62 –42.6 –15.6
Germany (Commodity Chemicals)
Assicurazioni Genli 34.5 19.31 0.57 –39.0 –19.1
Italy (Full Line Insurance)
Tesco 38.5 3.31 0.46 –31.8 7.2
U.K. (Food Retailers & Wholesalers)
Total 122.1 40.60 0.25 –25.3 –23.8
France (Integrated Oil & Gas)
Deutsche Bk 16.5 24.50 –0.04 –70.9 –69.9
Germany (Banks)
AXA 36.4 13.90 –0.25 –48.8 –44.3
France (Full Line Insurance)
Rio Tinto 40.4 25.62 –0.31 –52.4 6.1
U.K. (General Mining)
British Amer Tob 50.7 16.89 –0.35 –7.1 28.3
U.K. (Tobacco)
Bayer 38.8 40.04 –0.47 –25.9 20.4
Germany (Specialty Chemicals)
Soc. Generale 28.3 37.85 –0.93 –60.4 –59.4
France (Banks)
Vodafone Grp 106.2 1.23 –0.97 –35.7 –3.8
U.K. (Mobile Telecommunications)
Unilever 40.0 18.40 –1.02 –24.0 –3.3
Netherlands (Food Products)
L.M. Ericsson Tel B 19.6 51.70 –1.34 –43.3 –62.0
Sweden (Telecommunications Equipment)

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 72.25% -0.44% -0.6% -46.4% -47.0%
Merger Arbitrage 132.69% -0.26% -0.2% -7.9% -8.1%
Event Driven 120.35% -0.22% -0.2% -19.6% -19.5%
Distressed Securities 125.39% -0.41% -0.3% -28.9% -30.1%

*Estimates as of 11/12/08, 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 1.53 98.53% 0.01% 1.91 1.18 1.41

Eur. High Volatility: 10/1 3.27 95.49 0.02 4.06 2.16 2.94

Europe Crossover: 10/1 8.28 90.69 0.06 9.20 5.74 7.34

Asia ex-Japan IG: 10/1 3.83 92.45 0.02 6.63 1.99 3.50

Japan: 10/1 2.62 94.93 0.02 3.23 1.58 2.22

 Note: Data as of November 13

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

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

BLUE CHIPS & BONDS

Europe: Bank revenues from equity capital markets

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

Source: Dealogic
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Boeing averts another strike
at its commercial-plane unit

TUI AG

Tourism-and-shipping company
TUI AG Friday posted a 42% drop in
third-quarter net profit, which was
weighed down by the merger of TUI’s
travel operations with those of U.K.
travel company First Choice Holi-
days PLC to form TUI Travel PLC. The
combination of the two businesses
cut TUI’s slice of the new company’s
profit in half, triggering its third-
quarter netprofitto fallto Œ256.1mil-
lion($329.2million)fromŒ440.9mil-
lion a year earlier. Sales, meanwhile,
benefited from the consolidation and
rose 18% to Œ6.87 billion from Œ5.84
billion. The company’s third-quarter
figures don’t include container-ship-
ping business Hapag-Lloyd, which
TUIagreedtoselltoadivisionofHam-
burg-based consortium Albert Ballin
KG for Œ2.45 billion last month. De-
spite the slowing economy, the Han-
nover-based company said it still ex-
pectsasubstantialincreaseinoperat-
ing earnings for the year.

Airbus parent EADS
rebounds to post profit
Military program
prompts a charge,
but dollar offers lift

EasyJet PLC

EasyJet PLC said its founder,
Stelios Haji-Ioannou, on Friday
raised his stake in the U.K.-based
budget airline to 26.9% from 15.6%
and demanded that it restrict
plane orders and instead start pay-
ing a dividend. A stake above 25%
entitles Sir Stelios—who founded
easyJet in 1995 but stepped down
from the chairman role in
2002—to nominate two nonexecu-
tive directors to the board. In an
email sent to easyJet’s board, Sir
Stelios said that if the directors he
has chosen aren’t appointed, he re-
serves his rights to appoint him-
self as chairman once more. Easy-
Jet chairman Colin Chandler said
he supported the management
team’s current strategy, although
the board was discussing the fu-
ture strategic direction of the com-
pany.

CORPORATE NEWS

Parmalat SpA

Italian dairy company Parmalat
SpA Friday reported that its net
profit in the first nine months of the
year rose to Œ614.2 million ($778.1
million) from Œ199.4 million a year
earlier, boosted by Œ639 million in
proceeds from legal settlements re-
lated to its 2003 bankruptcy. But it
also said the worsening global econ-
omy had forced it to cut its 2008
guidance. It now expects earnings
before interest, taxes, depreciation
and amortization of between Œ310
million and Œ315 million, against a
previous forecast of Œ350 million.
The dairy company also cut its full-
year revenue growth outlook to
2.4%, against a previous target of 3%
growth. Following Parmalat’s col-
lapse in 2003, thousands of inves-
tors have piled into Parmalat shares
since the company was relisted in
2005.

Scor SE

French reinsurer Scor SE on Fri-
day said third-quarter net profit
fell 72%, hit by high natural-catas-
trophe claims and investment
losses. Net profit fell to Œ38 million
($48.8 million) from Œ135 million a
year earlier, as the firm booked a
Œ50 million charge related to hurri-
canes Ike and Gustav. Scor’s invest-
ment portfolio was affected by a to-
tal of Œ127 million in asset impair-
ments and write-downs, only
partly offset by Œ62 million in net
gains. The company said market tur-
moil may continue to hamper its in-
vestment portfolio in future quar-
ters but, with a cash position of
Œ3.2 billion, it is sufficiently
guarded against the current chal-
lenging market environment. Scor
is the latest in a string of reinsurers
to reveal problems caused by the
current financial crisis and hurri-
cane claims.

By David Pearson

PARIS—European Aeronautic
Defence & Space Co. said Friday it
swung back to a profit in the third
quarter despite a Œ341 million
($432.7 million) charge on its trou-
bled A400M military-transporter
program, and said that it faces con-
tinued challenges developing the
plane and other critical programs.

For the three months ended
Sept. 30, the European aerospace
company posted a net profit of
Œ679 million, compared with a loss
of Œ776 million a year earlier. Reve-
nue rose 5.5% to Œ9.7 billion.

EADS said the appreciation of
the U.S. dollar had a positive impact
of Œ965 million on third-quarter
earnings before interest and taxes,
or EBIT, thanks to a revaluation of
unprofitable contracts. For the quar-
ter, EADS posted EBIT of Œ860 mil-
lion, before goodwill and excep-
tional items, compared with a year-
earlier loss of Œ711 million.

Chief Executive Louis Gallois said
that, barring additional costs related
to the A400M program, 2008 EBIT
will exceed the Œ1.8 billion EADS previ-
ously forecast. Mr. Gallois reaffirmed
EADS’s forecast for 2008 revenue of
more than Œ40 billion, based on 470
jetliner deliveries from its Airbus com-
mercial-aircraft unit. Free cash flow is
expected to top Œ2 billion for the year.

The company said it is in good
shape to face the deteriorating eco-
nomic and financial environment.

Chief Financial Officer Hans Pe-
ter Ring said EADS has no short-
term refinancing needs.

Sandy Morris, aerospace analyst

at Royal Bank of Scotland in Lon-
don, said the strong cash figure is
particularly heartening. “In an envi-
ronment where cash is king, that’s a
very good thing indeed,” he said.

EADS said Airbus posted EBIT of
Œ1.5 billion for the first nine months
of 2008, compared with a loss of
Œ677 million a year earlier. The shift
reflects a continuing cost-reduction
plan, lower charges and a high level
of predelivery payments from cus-
tomers, officials said.

Airbus’s solid performance came
despite increased but undefined
costs related to the production
ramp-up of the A380 superjumbo
program. Mr. Gallois said Airbus
will deliver 12 of its flagship aircraft
this year but said that a couple of
the 21 scheduled A380 deliveries for
2009 could slip into 2010.

Airbus said its forecast that it
will book orders for more than 850
planes this year. Airbus Chief Oper-
ating Officer John Leahy said at a
conference in Taipei that next year’s
order tally will be significantly
lower but wouldn’t give a figure.
 —Alex Pevzner

contributed to this article.

—Compiled from staff
and wire service reports.

Havas SA

French advertising and market-
ing company Havas SA Friday low-
ered its full-year organic revenue-
growth target as the financial crisis-
crimped advertising spending in the
third-quarter. Revenue for the quar-
ter ended Sept. 30 was Œ362 million
($465 million), down 1.6% from
Œ368 million a year earlier. For the
full year, the company now aims to
achieve organic revenue growth—
which strips out acquisitions, dispos-
als and currency movements—be-
tween 4.5% and 5%, said Chief Execu-
tive Fernando Rodes Vila. This com-
pares with a previous target of 5% to
6% organic revenue growth. At the
end of the third quarter, organic rev-
enue growth stood at 1.5%, sharply
down from 9.3% a year earlier. Havas
blamed the loss of the Dell Inc. ac-
count in Asia and lower investments
in the U.S. for the slowdown.

GLOBAL BUSINESS BRIEFS

Renault SA

Renault SA of France and Nissan
Motor Co. of Japan said Friday they
are cutting production as they face
a rapid decline in automotive mar-
kets. The French car maker said that
by year end it aims to bring invento-
ries down to the same level as at the
end of 2007. Earlier Friday, Renault
posted a 14% drop in world-wide ve-
hicle sales in October. The auto
maker said it sold 188,116 vehicles
last month. Nissan, in which
Renault owns a 44% stake, said it
will cut output in Japan by 75,000
vehicles a month from December. A
slump in the auto markets in the
U.S. and Europe, as well as Japan,
have combined with the strength of
the yen and high raw-materials
costs to dent profits at all of Japan’s
auto makers.

UniCredit SpA
Shareholders of Milan-based

lender UniCredit SpA approved a Œ3
billion ($3.86 billion) capital in-
crease, part of a Œ6.6 billion capital-
strengthening plan designed to
boost the bank’s capital ratio to
6.7% this year. Nevertheless, several
shareholders Friday criticized the
management for disclosing the capi-
tal-strengthening plan in October,
which also involves scrapping a divi-
dend payment for 2008. UniCredit
Chief Executive Alessandro Pro-
fumo on Friday said the decision to
launch the plan was taken “after fi-
nancial markets reacted in a dra-
matic way to the collapse of Lehman
Brothers.” The Œ3 billion capital in-
crease is expected to start in early
December.

UBS

Citing further deterioration of
consumer spending, UBS has
slashed its global and U.S. advertis-
ing forecasts. Analyst Matthieu Cop-
pet suggests U.S. ad spending in
2009 will plummet 8.7% to $175.5 bil-
lion, worse than the 5.7% the firm
predicted a month ago. Globally, Mr.
Coppet says, ad spending will likely
slide 3.9%. Traditional ad spending
is expected to take the brunt. UBS
predicts an 11% drop in traditional
media. That is worse than the 9.8%
decline in the 2001 recession, which
was exacerbated by the Sept. 11 ter-
ror attacks. “Tightening access to
bank financing is now hurting”
small and midsize businesses and
supplier credit is a looming con-
cern, Mr. Coppet wrote in a note to
investors.

Source: the company
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Boeing Co. of the U.S. and its en-
gineers union reached a tentative
deal on a new four-year contract,
averting another work stoppage at
the Boeing commercial-airplane
unit that just endured a 57-day
strike by union machinists.

The agreement with Boeing’s
21,000 workers covered by the Soci-
ety of Professional Engineering Em-
ployees in Aerospace IFPTE Local
2001, comes ahead of the Dec. 1 expi-
ration of the current contract.

In a statement, the union said its
negotiators “are recommending
members approve the agreements.”
Details of the deal weren’t immedi-
ately available. Union officials in Se-
attle said ballots would go out to
members this week, with vote count-
ing set for Dec. 1.

The union had said Thursday it
wanted members to vote on autho-
rizing a strike in order to raise the
pressure on Boeing management,
which is hustling to get its new
plane, the 787 Dreamliner, back on
track to meet an order book filled
with some 900 aircraft.

Negotiations between the com-
pany and the union started late last
month after the machinists’ strike

halted commercial-airplane produc-
tion. At issue for both unions are
worker concerns over outsourcing,
job security, wages and benefits.
Pay and benefits were a particular
concern to the engineers.

The company’s 27,000 machin-
ists, represented by the Interna-
tional Association of Machinists and
Aerospace Workers, returned to the
job earlier this month after the long-
est walkout at Boeing in a decade.

Boeing also said Friday that it is
pushing back the delivery schedule
for updated versions of its 747
freighters and passenger jets be-
cause of delays brought on by de-
sign changes for the aircraft.

Delivery of the first 747-8
freighter will move to the third quar-
ter of 2010 from late 2009, and the
first Intercontinental jetliner will
be delivered in the second quarter
of 2011, rather than late 2010.

Separately, Randy Tinseth, vice
president for marketing at Boeing’s
commercial-aircraft division, said
at a conference in Taipei that the
company “will probably feel down-
ward pressure in terms of orders
next year,” because of the weak glo-
bal economy.
 —Kerry E. Grace

contributed to this article.

Continental AG

Closely held German engineer-
ing company Schaeffler Group KG
on Friday said it filed for European
Union approval for its acquisition of
just under 50% of auto-parts and
tire maker Continental AG. Shares
in Continental surged as much as
52% after the announcement, which
has taken pressure off the Hannover-
based company in a market strained
by the financial crisis and dropping
sales. Continental shares rose 27%
to close at Œ37.27 ($47.30), up Œ7.92
in Frankfurt. In August, Continental
accepted an unsolicited bid from
Schaeffler, which valued the com-
pany at Œ12.1 billion. Schaeffler
made several concessions to win
over Continental’s management, in-
cluding a raised offer of Œ75 a share
and a guarantee not to take a major-
ity stake before 2012.

Cypress Semiconductor Corp.

Cypress Semiconductor Corp.
cut its fourth-quarter performance
forecast, citing declining orders in
the markets for its products, rising
cancellations and a weaker backlog.
The San Jose, Calif., circuit maker
said Friday that it expects a loss
ranging from 3 cents to 12 cents a
share for the quarter on revenue of
$165 million to $180 million. Ana-
lysts polled by Thomson Reuters
had expected earnings of 4 cents on
revenue of $199 million. Cypress
said margins will fall to between
41% and 45% on “significantly
lower” factory use and higher fixed
costs as it tries to manage inven-
tory. Analysts had expected mar-
gins of 47.5%. The company said its
balance sheet is strong and it re-
mains optimistic about its competi-
tive positioning in the market.

Virgin Mobile USA Inc.

Finance chief will remain
rather than join LifeLock

Virgin Mobile USA Inc. Chief Fi-
nancial Officer John Feehan, who
said two months ago he was leaving
to become financial chief of identity-
theft services company LifeLock, has
decided to stay put. Mr. Feehan has
been with Virgin Mobile since its
launch, joining as one of its first em-
ployees in 2001, and he was named fi-
nance chief in 2006 after almost five
years as vice president of financial op-
erations. Virgin Mobile last Monday
reported it swung to a third-quarter
profit as its $39 million Helio acquisi-
tion boosted subscribers and reve-
nue. Revenue at the pay-as-you-go
wireless provider rose 1.2%. Closely
held LifeLock has suffered a litany of
bad press and a mushrooming num-
ber of lawsuits, although Chief Execu-
tive Todd Davis says the company
plans on an initial public offering.

Executive Travel Program

Guests and clients of
320 leading hotels and car
rental agencies receive

The Wall Street Journal Europe
daily, courtesy of

addictlab.com
global creative think tank

TM

www.accessmba.com
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KBL Key America USD US EQ LUX 11/12 USD 313.13 –48.1 –46.3 –22.5
KBL Key East Europe EU EQ LUX 11/12 EUR 1251.65 –63.1 –62.8 –32.4
KBL Key Eur Sm Cie EU EQ LUX 11/12 EUR 694.21 –49.4 –52.1 –28.0
KBL Key Europe EU EQ LUX 11/12 EUR 522.45 –40.8 –41.8 –22.4
KBL Key Far East AS EQ LUX 11/12 USD 855.37 –55.2 –56.2 –21.0
KBL Key Major Em Mkts GL EQ LUX 11/12 USD 330.29 –64.5 –63.2 –23.7
KBL Key NaturalRes EUR OT EQ LUX 11/12 EUR 344.91 –44.5 –44.5 NS
KBL Key NaturalRes USD OT EQ LUX 11/12 USD 328.43 –52.5 –52.2 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 11/13 USD 51.79 –67.4 –68.7 –35.5
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 11/13 EUR 29.58 –59.5 –63.2 –29.7
MP-TURKEY.SI OT OT SVN 11/13 EUR 19.48 –61.8 –61.2 –31.1

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 11/13 EUR 2.94 –67.3 –67.3 NS
Parex Eastern Europ Bd EU BD LVA 11/13 USD 9.14 –33.1 –32.8 –15.4
Parex Russian Eq EE EQ LVA 11/13 USD 8.59 –73.0 –71.3 –35.2
Parex Ukrainian Eq EU EQ LVA 11/13 EUR 2.45 –76.1 –75.5 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 11/14 USD 103.19 –56.3 –58.6 –19.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/14 USD 99.16 –56.7 –59.0 –20.4
PF (LUX)-Biotech-Pca OT EQ LUX 11/13 USD 288.82 –13.2 –16.9 0.4
PF (LUX)-CHF Liq-Pca CH MM LUX 11/13 CHF 123.86 1.5 1.8 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/13 CHF 95.61 1.5 1.8 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/13 EUR 118.34 –46.8 –46.9 –24.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/13 USD 75.00 –45.1 –45.0 –15.6
PF (LUX)-East Eu-Pca EU EQ LUX 11/13 EUR 151.23 –70.6 –69.4 –38.0
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 11/14 USD 86.88 –62.4 –63.3 –24.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/14 USD 288.81 –60.7 –61.2 –24.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/13 EUR 79.14 –42.0 –42.6 –22.3
PF (LUX)-EUR Bds-Pca EU BD LUX 11/13 EUR 369.61 2.3 0.7 –0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/13 EUR 290.25 2.3 0.7 –0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/13 EUR 124.51 –5.1 –6.1 –3.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/13 EUR 90.77 –5.1 –6.1 –3.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/13 EUR 98.23 –31.4 –32.7 –18.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/13 EUR 63.53 –31.4 –32.8 –18.3
PF (LUX)-EUR Liq-Pca EU MM LUX 11/13 EUR 134.10 3.3 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/13 EUR 100.17 3.3 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/13 EUR 312.11 –48.8 –49.8 –27.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/13 EUR 105.07 –43.0 –44.5 –25.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/13 USD 169.49 –15.5 –14.8 –4.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/13 USD 120.84 –15.5 –14.8 –4.7
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 11/13 USD 12.48 –48.7 –48.1 –25.1
PF (LUX)-Gr China-Pca AS EQ LUX 11/14 USD 197.68 –53.8 –55.8 –11.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/14 USD 186.83 –64.8 –64.0 –21.2
PF (LUX)-Jap Index-Pca JP EQ LUX 11/14 JPY 8052.02 –43.3 –43.9 –26.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/14 JPY 7279.92 –45.7 –47.9 –31.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/14 JPY 7111.80 –46.0 –48.3 –32.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/14 JPY 3884.76 –43.6 –45.2 –30.6
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/14 USD 148.62 –53.4 –55.4 –18.7
PF (LUX)-Piclife-Pca CH BA LUX 11/13 CHF 700.18 –17.6 –18.1 –9.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/13 EUR 45.30 –41.1 –42.0 –23.2
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/13 USD 23.94 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/13 USD 68.86 –38.3 –39.8 –17.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/13 EUR 338.81 –45.1 –47.3 –24.0
PF (LUX)-US Eq-Ica US EQ LUX 11/13 USD 80.42 –37.5 –37.1 –16.9
PF (LUX)-USA Index-Pca US EQ LUX 11/13 USD 72.95 –37.1 –37.6 –17.8
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/13 USD 493.14 4.5 5.7 5.4

PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/13 USD 372.58 4.5 5.7 5.4
PF (LUX)-USD Liq-Pca US MM LUX 11/13 USD 129.99 2.3 2.8 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 11/13 USD 87.62 2.3 2.9 3.8
PF (LUX)-Water-Pca GL EQ LUX 11/13 EUR 112.17 –28.2 –27.0 –13.1
PF (LUX)-WldGovBds-Pca GL BD LUX 11/13 USD 148.68 1.0 0.4 4.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/13 USD 125.82 1.0 0.4 4.8
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 11/13 USD 7.66 –47.1 –47.7 –24.0
Japan Fund USD JP EQ IRL 11/14 USD 12.73 –24.4 –26.8 –15.1

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 09/30 USD 116.30 4.2 11.9 9.7
Elbrus USD A GL EQ CYM 10/31 USD 8.95 –45.3 –42.5 –5.5
Europn Conviction USD B EU EQ CYM 10/31 USD 121.81 6.7 9.7 6.3
Europn Forager USD B OT OT CYM 10/31 USD 178.91 –12.8 –19.9 0.7
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 10/31 USD 13.93 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 10/31 USD 306.46 11.5 10.5 20.0
UK Fund USD A OT OT CYM 10/31 USD 167.48 5.3 0.4 3.7

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 11/13 EUR 578.09 –41.3 –41.6 NS
Core Eurozone Eq B EU EQ IRL 11/13 EUR 656.92 NS NS NS
Euro Fixed Income A EU BD IRL 11/13 EUR 1134.37 –9.2 –10.4 –6.2
Euro Fixed Income B EU BD IRL 11/13 EUR 1202.83 –8.7 –9.9 –5.7
Euro Small Cap A EU EQ IRL 11/13 EUR 912.75 –48.2 –50.8 –30.3
Euro Small Cap B EU EQ IRL 11/13 EUR 971.12 –47.9 –50.5 –29.8
Eurozone Agg Eq A EU EQ IRL 11/13 EUR 508.95 –46.9 –47.3 NS
Eurozone Agg Eq B EU EQ IRL 11/13 EUR 726.53 –46.6 –46.9 –25.2
Glbl Bd (EuroHdg) A GL BD IRL 11/13 EUR 1191.85 –7.9 –7.9 –3.8
Glbl Bd (EuroHdg) B GL BD IRL 11/13 EUR 1256.52 –7.3 –7.3 –3.2
Glbl Bd A EU BD IRL 11/13 EUR 1035.62 2.7 1.9 –2.1
Glbl Bd B EU BD IRL 11/13 EUR 1095.11 3.3 2.5 –1.5
Glbl Real Estate A OT EQ IRL 11/13 USD 646.87 –49.1 –52.4 –28.8
Glbl Real Estate B OT EQ IRL 11/13 USD 662.38 –48.9 –52.1 –28.4
Glbl Real Estate EH-A OT EQ IRL 11/13 EUR 624.26 –46.8 –49.9 –29.2
Glbl Real Estate SH-B OT EQ IRL 11/13 GBP 59.08 –46.2 –49.1 –28.0
Glbl Strategic Yield A EU BD IRL 11/13 EUR 1162.63 –22.2 –22.6 –10.8
Glbl Strategic Yield B EU BD IRL 11/13 EUR 1235.73 –21.8 –22.1 –10.3
Japan Equity A JP EQ IRL 11/13 JPY 10048.00 –46.0 –45.7 –28.6
Japan Equity B JP EQ IRL 11/13 JPY 10637.00 –45.7 –45.4 –28.1
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/13 USD 1181.63 –55.3 –55.7 –21.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/13 USD 1252.32 –55.1 –55.5 –20.8
Pan European Eq A EU EQ IRL 11/13 EUR 738.47 –45.7 –46.4 –25.9
Pan European Eq B EU EQ IRL 11/13 EUR 781.96 –45.4 –46.2 –25.5
US Equity A US EQ IRL 11/13 USD 677.04 –41.6 –41.7 –19.0
US Equity B US EQ IRL 11/13 USD 720.00 –41.3 –41.3 –18.5
US Small Cap A US EQ IRL 11/13 USD 992.93 –42.2 –43.2 –21.4
US Small Cap B US EQ IRL 11/13 USD 1056.59 –41.9 –42.9 –20.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 11/14 SEK 60.82 –47.9 –48.2 –27.7
Choice Japan Fd JP EQ LUX 11/14 JPY 44.31 –44.0 –44.9 –29.1
Choice Jpn Chance/Risk JP EQ LUX 11/14 JPY 44.70 –50.1 –51.1 –29.9
Choice NthAmChance/Risk US EQ LUX 11/14 USD 2.89 –44.7 –43.7 –21.9
Europe 2 Fd EU EQ LUX 11/14 EUR 0.74 –48.6 –49.7 –26.9
Europe 3 Fd EU EQ LUX 11/14 GBP 2.83 –39.9 –39.0 –17.2
Global Chance/Risk Fd GL EQ LUX 11/14 EUR 0.52 –33.8 –34.8 –19.5
Global Fd GL EQ LUX 11/14 USD 1.65 –44.1 –45.0 –20.7
Intl Mixed Fd -C- NO BA LUX 11/14 USD 21.72 –34.8 –35.7 –14.4
Intl Mixed Fd -D- NO BA LUX 11/14 USD 15.33 –34.8 –35.7 –13.2
Wireless Fd OT EQ LUX 11/14 EUR 0.10 –46.5 –46.9 –21.9

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 11/14 USD 4.11 –54.8 –56.3 –21.4
Currency Alpha EUR -IC- OT OT LUX 11/14 EUR 10.91 6.8 7.8 NS
Currency Alpha EUR -RC- OT OT LUX 11/14 EUR 10.86 6.4 7.4 NS
Currency Alpha SEK -ID- OT OT LUX 11/14 SEK 105.74 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/14 SEK 108.47 NS NS NS
Generation Fd 80 OT OT LUX 11/14 SEK 6.36 –32.8 –33.0 NS
Nordic Focus EUR NO EQ LUX 11/14 EUR 54.69 –44.7 NS NS
Nordic Focus NOK NO EQ LUX 11/14 NOK 59.50 NS NS NS
Nordic Focus SEK NO EQ LUX 11/14 SEK 58.16 –41.6 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 11/14 USD 0.73 –55.1 –56.5 –20.8
Choice North America Eq. Fd US EQ LUX 11/14 USD 1.40 –42.2 –41.6 –21.2
Ethical Global Fd GL EQ LUX 11/14 USD 0.61 –45.0 –46.1 –22.0
Ethical Sweden Fd NO EQ LUX 11/14 SEK 27.92 –37.4 –38.9 –19.5
Europe Fd EU EQ LUX 11/14 USD 1.58 –55.6 –56.5 –20.8
Global Equity Fd GL EQ LUX 11/14 USD 1.05 –44.2 –45.3 –20.0
Index Linked Bd Fd SEK OT BD LUX 11/14 SEK 12.77 2.2 3.0 2.1
Medical Fd OT EQ LUX 11/14 USD 2.90 –24.6 –23.4 –8.7
Short Medium Bd Fd SEK NO MM LUX 11/14 SEK 9.10 2.5 3.0 2.9
Technology Fd OT EQ LUX 11/14 USD 1.55 –45.8 –45.1 –20.6
World Fd GL EQ LUX 11/14 USD 1.61 –39.9 –41.7 –14.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 11/14 EUR 1.27 1.6 1.9 2.2
Short Bond Fd SEK NO MM LUX 11/14 SEK 21.41 2.1 2.5 2.6
Short Bond Fd USD US MM LUX 11/14 USD 2.49 1.5 2.1 3.2

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 11/14 SEK 25.15 –1.8 –1.6 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 11/14 SEK 8.38 –1.9 –1.6 –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 11/14 SEK 21.02 2.1 2.6 2.7
Alpha Short Bd SEK -D- NO MM LUX 11/14 SEK 8.74 2.1 2.6 2.7
Bond Fd EUR -C- EU BD LUX 11/14 EUR 1.26 3.8 3.3 1.4
Bond Fd EUR -D- EU BD LUX 11/14 EUR 0.50 3.8 3.3 1.5
Bond Fd SEK -C- NO BD LUX 11/14 SEK 40.08 6.1 6.5 3.5
Bond Fd SEK -D- NO BD LUX 11/14 SEK 12.02 4.9 5.2 2.9
Corp. Bond Fd EUR -C- EU BD LUX 11/14 EUR 1.09 –7.6 –8.7 –4.6
Corp. Bond Fd EUR -D- EU BD LUX 11/14 EUR 0.85 –8.0 –9.1 –4.9
Corp. Bond Fd SEK -C- NO BD LUX 11/14 SEK 10.57 –12.4 –12.8 –6.8
Corp. Bond Fd SEK -D- NO BD LUX 11/14 SEK 8.30 –12.3 –12.6 –6.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/14 EUR 100.22 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/14 EUR 100.01 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 11/14 SEK 108.18 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/14 SEK 998.61 NS NS NS
Flexible Bond Fd -C- NO BD LUX 11/14 SEK 20.50 3.9 4.3 3.2
Flexible Bond Fd -D- NO BD LUX 11/14 SEK 11.61 3.9 4.3 3.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/14 SEK 79.89 –24.8 –25.7 –12.5
Global Hedge I SEK -D- OT OT LUX 11/14 SEK 73.01 –26.9 –27.8 –13.8

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/14 USD 1.45 –56.6 –57.0 –18.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/14 SEK 16.25 –51.3 –53.7 –24.2
Europe Chance/Risk Fd EU EQ LUX 11/14 EUR 826.15 –51.4 –52.6 –29.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/13 USD 13.08 –60.4 –60.8 –13.4
Eq. Pacific A AS EQ LUX 11/13 USD 5.96 –57.0 –57.3 –17.7

n SGAM Fund
Bonds CHF A CH BD LUX 11/13 CHF 27.09 3.8 3.1 0.2
Bonds ConvEurope A EU BD LUX 11/13 EUR 27.92 –4.0 –3.6 1.8
Bonds Eur Corp A EU BD LUX 11/13 EUR 20.13 –8.3 –9.3 –5.0
Bonds Eur Hi Yld A EU BD LUX 11/12 EUR 14.37 –32.2 –33.6 –18.4
Bonds EURO A EU BD LUX 11/13 EUR 38.17 3.3 2.5 1.4
Bonds Europe A EU BD LUX 11/13 EUR 36.75 2.8 1.6 0.8
Bonds US MtgBkSec A US BD LUX 11/13 USD 23.11 –8.4 –8.5 –1.7
Bonds US OppsCoreplus A US BD LUX 11/13 USD 30.74 –2.3 –1.1 1.9
Bonds World A GL BD LUX 11/12 USD 36.72 –1.2 –2.3 4.8
Eq. ConcentratedEuropeA EU EQ LUX 11/13 EUR 20.07 –50.3 –50.4 –29.3
Eq. Eastern Europe A EU EQ LUX 11/13 EUR 14.52 –67.0 –66.3 –35.7
Eq. Equities Global Energy OT EQ LUX 11/13 USD 14.27 –43.4 –40.5 –12.0
Eq. Euroland A EU EQ LUX 11/13 EUR 9.06 –47.6 –47.6 –26.0
Eq. Euroland MidCapA EU EQ LUX 11/13 EUR 15.05 –48.1 –50.4 –28.9
Eq. EurolandCyclclsA EU EQ LUX 11/13 EUR 13.20 –47.9 –47.5 –21.4
Eq. EurolandFinancialA OT EQ LUX 11/13 EUR 8.81 –52.7 –52.3 –34.7
Eq. Glbl Emg Cty A GL EQ LUX 11/13 USD 5.47 –59.5 –58.7 –23.1
Eq. Global A GL EQ LUX 11/13 USD 20.56 –46.3 –45.8 –24.0
Eq. Global Technol A OT EQ LUX 11/13 USD 3.71 –47.6 –47.8 –27.1
Eq. Gold Mines A OT EQ LUX 11/13 USD 13.87 –53.7 –54.2 –26.7
Eq. Japan A JP EQ LUX 11/13 JPY 666.83 –49.6 –48.7 –31.5
Eq. Japan Sm Cap A JP EQ LUX 11/13 JPY 889.07 –47.9 –49.6 –38.5
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 11/13 GBP 9.11 –46.6 –46.9 –27.5
Eq. US ConcenCore A US EQ LUX 11/13 USD 16.47 –38.7 –35.2 –17.4
Eq. US Lg Cap Gr A US EQ LUX 11/13 USD 11.38 –43.4 –40.5 –19.8
Eq. US Mid Cap A US EQ LUX 11/13 USD 19.99 –48.9 –47.3 –19.5
Eq. US Multi Strg A US EQ LUX 11/13 USD 16.27 –43.5 –41.6 –22.7
Eq. US Rel Val A US EQ LUX 11/13 USD 15.71 –45.1 –44.8 –27.2
Eq. US Sm Cap Val A US EQ LUX 11/13 USD 13.26 –46.9 –47.7 –29.7
Eq. US Value Opp A US EQ LUX 11/13 USD 13.79 –45.9 –45.8 –29.0
Money Market EURO A EU MM LUX 11/13 EUR 26.99 3.8 4.4 4.0
Money Market USD A US MM LUX 11/13 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 11/14 EEK 111.33 –58.5 –60.0 –34.7
New Europe Small Cap EUR EE EQ EST 11/14 EEK 54.54 –60.9 –62.2 –35.3
Second Wave EUR EE EQ EST 11/14 EEK 93.93 –65.8 –66.2 –32.0

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/14 JPY 8588.00 –48.8 –52.5 –32.7
YMR-N Japan Fund JP EQ IRL 11/14 JPY 9425.00 –45.8 –49.0 –28.8
YMR-N Low Price Fund JP EQ IRL 11/14 JPY 12625.00 –44.7 –48.2 –30.1
YMR-N Small Cap Fund JP EQ IRL 11/14 JPY 6031.00 –51.3 –55.7 –36.0
Yuki Mizuho Gen Jpn III JP EQ IRL 11/14 JPY 4367.00 –53.0 –54.5 –32.8
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/14 JPY 4662.00 –52.0 –55.1 –35.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/14 JPY 6196.00 –50.5 –52.0 –34.0
Yuki Mizuho Jpn Gen JP EQ IRL 11/14 JPY 8013.00 –47.8 –51.9 –30.6
Yuki Mizuho Jpn Gro JP EQ IRL 11/14 JPY 6168.00 –50.0 –53.8 –33.5
Yuki Mizuho Jpn Inc JP EQ IRL 11/14 JPY 7866.00 –40.0 –42.3 –25.0
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/14 JPY 5025.00 –46.7 –49.2 NS
Yuki Mizuho Jpn LowP JP EQ IRL 11/14 JPY 10855.00 –40.1 –43.2 –25.4
Yuki Mizuho Jpn PGth JP EQ IRL 11/14 JPY 7721.00 –53.0 –55.5 –33.1
Yuki Mizuho Jpn SmCp JP EQ IRL 11/14 JPY 5898.00 –53.5 –57.1 –34.9
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/14 JPY 5037.00 –46.4 –48.6 –30.5
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/14 JPY 2506.00 –56.2 –60.1 –47.3

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/14 JPY 4274.00 –51.7 –52.8 –33.4
Yuki 77 General JP EQ IRL 11/14 JPY 5893.00 –48.7 –51.6 –31.1
Yuki 77 Growth JP EQ IRL 11/14 JPY 6021.00 –50.9 –54.9 –34.5
Yuki 77 Income AS EQ IRL 11/14 JPY 5010.00 –40.3 –41.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/14 JPY 6269.00 –46.1 –49.9 –31.3
Yuki Chugoku Jpn Gro JP EQ IRL 11/14 JPY 5195.00 –48.5 –50.8 –29.3
Yuki Chugoku JpnLowP JP EQ IRL 11/14 JPY 7918.00 –39.3 –43.7 –23.2
Yuki Chugoku JpnPurGth JP EQ IRL 11/14 JPY 4755.00 –45.7 –49.9 –30.1

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/14 JPY 6700.00 –47.9 –51.5 –31.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/14 JPY 4591.00 –47.9 –50.6 –30.1
Yuki Hokuyo Jpn Inc JP EQ IRL 11/14 JPY 5257.00 –37.6 –40.1 –24.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/14 JPY 4410.00 –48.9 –53.0 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/14 JPY 4626.00 –52.3 –55.4 –34.0
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/14 JPY 4486.00 –49.7 –53.2 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/14 JPY 5098.00 –46.7 –53.5 –31.0
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 10/31 USD 16.53 –94.5 –94.1 –64.7
788 China Smaller Cap OT OT CYM 10/31 USD 14.06 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 10/31 USD 69.47 –51.6 –42.7 –23.1
788 Japan Fund Ltd OT OT CYM 10/31 USD 13.18 –89.3 –88.7 –65.9

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 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
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 10/31 USD 1346.49 NS –5.6 –12.9 –15.1 –2.1
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INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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By Jonathan Weisman

U.S. President-elect Barack
Obama has set ambitious goals for
assembling his government, vow-
ing to name appointees at a record
pace while balancing pledges of
post-partisanship with the needs of
the groups that helped deliver his
victory.

So far, the process is going
smoothly, thanks in part to remark-
able cooperation from a Bush White
House that Mr. Obama spent two
years bashing. But the politics re-
main thorny. The intricate schem-
ing and speculating surrounding
cabinet choices was on full display
Friday, a day after Mr. Obama met
in Chicago with onetime rival Sen.
Hillary Clinton. Some top Obama ad-
visers are pushing her for secretary
of state. Neither side would discuss
the details of the conversation.

Amid two wars and an economic
crisis, Mr. Obama must placate lib-
eral activists and minority groups
whose electoral boost was crucial,
and form a government that looks
like the change he promised.

“Obama has the most compli-
cated calculus for selecting a cabi-
net of any recent president,” said
Paul Light, a public-policy profes-
sor at New York University and long-
time adviser on presidential transi-
tions.

Nearly two weeks after his elec-
tion victory, Mr. Obama’s team is
further along than outward appear-
ance might suggest, said Clay
Johnson, a deputy White House bud-
get director who was executive di-

rector of President George W.
Bush’s 2000-01 transition and is
helping Mr. Obama’s. Mr. Bush and
President Ronald Reagan set a
record of 25 cabinet and subcabinet
posts filled by April 1 of their first
years in office. The Obama team is
aiming for 100 to 150 by that date.

To help get them there, the Bush
team has worked with the Federal
Bureau of Investigation to expand
its capacity to do background
checks. In 2001, it took an average
of 60 days to get a nominee’s name
to the Senate after presidential ap-
proval. The Obama team, with
White House assistance, is aiming
for a maximum of 30 days.

“There will be three times to
four times more personnel deci-
sions in the opening weeks of this
transition than any president-elect
has ever faced,” Mr. Johnson said.

More than 300 cabinet secretar-
ies, deputies and assistant secretar-
ies and more than 2,500 political ap-
pointees will be picked. About
144,000 applications came in
through the Obama transition
team’s change.gov Web site within
five days of its creation.

All incoming presidents face a
tricky balancing act as they build
their government. But Mr. Obama’s
task is especially tough, in part be-
cause he was politically adept at ap-
pealing to partisan Democrats and
centrists alike. If he keeps Republi-
can Robert Gates as secretary of de-
fense, for instance, he will likely
have to placate angry liberals with a
more left-leaning secretary of
state. Sen. Clinton, of New York,

could be a crowd-pleaser in that
role, and she has staunch advocates
in Rahm Emanuel, the new chief of
staff, and transition director John
Podesta, according to Democrats fa-

miliar with the transition
process.

But Mr. Obama risks
alienating Latino support-
ers if he passes over New
Mexico Gov. Bill Richard-
son, currently the subject
of a lobbying campaign by
Hispanic activists, for the
State Department job.

“It leads you into a
downward spiral that ends
up pleasing nobody,” said
Leon Panetta, a chief of
staff in the Clinton White
House.

Two other Bush appoin-
tees, Director of National
Intelligence Mike McCon-
nell and Director of Central
Intelligence Michael Hay-
den, also would like to stay
on in their jobs. But some
Senate Democrats are push-
ing hard for their removal,
citing policy disagree-
ments over warrantless sur-
veillance and interrogation
policies.

Even before a single
name has emerged, Mr.
Obama’s would-be cabinet
is under fire. The liberal
Web site Huffington Post is
waging war on the idea of
keeping Mr. Gates at the
Pentagon.

Perhaps no potential
nominee is taking more heat than
Harvard University economist
Lawrence Summers, a potential
pick as Treasury secretary. Mr. Sum-
mers served in that post for Presi-

dent Clinton and has moved to a po-
sition of prominence in Mr.
Obama’s economic team. Women’s
groups are particularly distressed
about his possible appointment, re-
calling comments he made as Har-
vard president that innate charac-
teristics may prevent women from
achieving more prominence in sci-
ence.

“The American electorate has
changed the course of history by
demonstrating that an African-
American can do anything. We hope
that the messages of the Obama
presidency will be broader than
that—that any American can do any-
thing. That includes women,” said
an anti-Summers broadside from
the Rosalind Franklin Society, an
honors group for women in bio-
sciences.

Labor groups and liberal econo-
mists are suspicious of Mr. Sum-
mers’s free-market principles,
which helped guide a deregulation
of the financial-services industry at
the end of the Clinton era.

“It would be a really bad start to
his administration if President
Obama picked a Treasury secretary
who shares a substantial part of the
blame for the bubble economy and
the financial crisis,” liberal econo-
mist Dean Baker recently wrote.

But Andy Stern, president of the
Service Employees International
Union, took a swipe at Mr. Sum-
mers’s chief rival for the post, New
York Federal Reserve Bank Presi-
dent Timothy Geithner, who, he
made clear, is an unknown quantity
to labor.

Obama faces political minefield in picks
Cabinet appointments must balance pledges of bipartisanship with the needs of groups that helped in victory

By Jonathan Weisman

And Laura Meckler

Less than two weeks after
Barack Obama’s decisive victory
over Sen. John McCain, the men are
scheduled to meet Monday in Chi-
cago. Both have much to gain from
swift reconciliation after a bitter
contest.

Mr. Obama’s pledge to move be-
yond the partisan bickering re-
quires Republican partners. Sen.
McCain would be a potent symbol—
and one with a long history of work-
ing with Democrats on key issues on
the president-elect’s agenda: cli-
mate change, energy efficiency and
national service.

With strong Democratic majori-
ties in Congress, Mr. Obama should
have little trouble winning passage
on some of the smaller issues. But
the biggest items on his agenda—
from universal health-insurance
coverage to combating global warm-
ing—will take an environment of co-
operative goodwill.

And Mr. Obama appears intent
on fostering that, not only with the
McCain meeting Monday but his Chi-
cago rendezvous Thursday with
New York Sen. Hillary Clinton,
where he discussed possible roles in
his administration with his onetime
rival for the Democratic nomina-
tion. Mr. Obama has also encour-
aged rapprochement with indepen-
dent Sen. Joe Lieberman, who of-
fended many Democrats with his
staunch backing of Sen. McCain.

“If I could quote Mario Puzo, ‘Keep
your friends close and your enemies
closer,’ ” said Phil Singer, a former
Clinton campaign spokesman.

Obama aides stress the opportu-
nity the president-elect is offering
Sen. McCain. The senator turned off
some independents and Democrats
who had admired him with his tack
rightward to win over his base. He
now can reclaim his maverick, bipar-
tisan mantle if he wants to.

The benefit to Mr.
Obama of rapprochement
with Sens. McCain and Lie-
berman may be more imme-
diate. The pair have al-
ready teamed up on legisla-
tion to cap the emissions of
greenhouse gases and al-
low companies to buy and
sell emission rights on the
open market, a key pro-
posal of the president-
elect’s.

Obama chief of staff
Rahm Emanuel has praised a McCain-
Lieberman proposal to establish a
commission, modeled after the mili-
tary base closing commission, to
identify so-called corporate welfare,
and then eliminate it all with a yes or
no vote.

Sen. McCain has worked with
Democratic Sens. Evan Bayh on na-
tional service and with John Kerry
on legislation to raise automotive
fuel-efficiency standards. Mr.
Obama shares both those goals.

After his 2000 loss to President
George W. Bush in the Republican
presidential primaries, Sen. McCain

carved out a deal-making role for
himself, often taking on his party
and president on issues such as tax
cuts and torture. At other times, he
worked with Mr. Bush, such as com-
prehensive overhaul of the nation’s
immigration laws, knowing he
would be punished in the Republi-
can primaries for it.

Obama aides say the president-
elect is serious about passing an im-
migration bill, just one example of

an area where Sen. McCain
could be invaluable.

“The old John McCain is
needed in the Senate right
now. There’s no other Re-
publican with the same
kind of reach,” said Demo-
cratic Sen. Charles
Schumer of New York.

It is still unclear
whether Sen. McCain
wants that role. During the
final stretch of his presiden-
tial campaign, Sen. McCain

emphasized areas where he was in
agreement with most Republicans,
such as the need for more oil drill-
ing, tax cuts and free-market health
care.

But those ideas aren’t likely to
gain much traction in the Demo-
cratic Congress. Sen. Susan Collins,
a Maine Republican who is close
with Sen. McCain, said she can’t see
him playing the obstructionist and
anticipates he will resume the role
of bipartisan deal maker.

“That’s a role that he relishes
and it’s a role that comes naturally
to him,” she said.

Ex-rivals stand to gain from talks Climate group’s remedy
to be short on specifics

A
FP

John McCain

By Jeffrey Ball

A motley crew of corporations
and environmental campaigners is
scheduled to call on the U.S. govern-
ment Tuesday to press forward with
legislation to curb global-warming
emissions despite the tough eco-
nomic times.

The U.S. Climate Action Partner-
ship is such a strange-bedfellows
group that, when its members speak
with one voice, policy makers take
note. But what its leaders don’t say at
their scheduled Washington news con-
ference this week is likely to be more
telling than what they do say.

The group, known as USCAP, is
about as close to a cross-section of the
American economy as a Washington
interest group gets. Its members in-
clude such corporate heavyweights as
Detroit’s Big Three, several coal-fired
power companies and three oil multi-
nationals. Also aboard are a few of the
nation’s most prominent environmen-
tal groups. To put it mildly, these play-
ers are seldom on the same team.

USCAP made waves when it made
its debut in January 2007, calling on
the government to cap U.S. industry’s
greenhouse-gas output, though Presi-
dent George W. Bush had made it
clear he had no such intention.

Its rationale was twofold. Major
polluters in the group figured it was
only a matter of time before a Bush
successor hit them with an emissions

cap, so they wanted to try to shape the
regulation to minimize their costs in
complying. Members such as General
Electric Co., which makes and sells
wind turbines, figured a carbon cap
would help it sell more such widgets.

President-elect Barack Obama and
congressional Democrats have said
they will move forward with institut-
ing a cap on greenhouse-gas emis-
sions. The debate will be over the spe-
cifics that will determine which indus-

tries, and which companies, get stuck
with the bill.

Don’t expect much clarity on that
this week. Says a USCAP spokesman:
“That’s not the purpose of the press
conference, to get into the details.”

So far, USCAP has given momen-
tum to the broad idea of a U.S. global-
warming mandate. The idea remains
mushy, though, because the group’s
members disagree about what a man-
date should say. That’s a harbinger of
the slugfest that lies ahead over what
the U.S. should do about energy and
the environment.

ECONOMY & POLITICS

President-elect Barack Obama has ‘complicated
calculus’ in making his picks, one observer said.

The USCAP
coalition’s players
are seldom on the
same team.
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Short Mat Dollar A2 US BD LUX 11/13 USD 9.11 –17.6 –18.9 –8.7
Short Mat Dollar B US BD LUX 11/13 USD 7.07 –18.0 –19.2 –9.2
Short Mat Dollar B2 US BD LUX 11/13 USD 9.11 –18.0 –19.2 –9.2
Short Mat Dollar I US BD LUX 11/13 USD 7.07 –17.3 –18.3 –8.1

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 11/13 GBP 6.34 –33.0 –32.1 –16.1
Andfs. Borsa Global GL EQ AND 11/13 EUR 5.67 –40.8 –40.1 –21.0
Andfs. Emergents GL EQ AND 11/13 USD 9.10 –57.1 –57.2 –21.5
Andfs. Espanya EU EQ AND 11/13 EUR 10.23 –42.1 –44.1 –21.3
Andfs. Estats Units US EQ AND 11/13 USD 11.61 –42.8 –40.3 –20.6
Andfs. Europa EU EQ AND 11/13 EUR 6.44 –42.0 –41.5 –21.9
Andfs. Franca EU EQ AND 11/13 EUR 8.37 –40.4 –39.5 –22.5
Andfs. Japo JP EQ AND 11/13 JPY 415.58 –46.2 –45.1 –28.0
Andfs. Plus Dollars US BA AND 11/13 USD 8.38 –21.7 –21.7 –9.8
Andfs. RF Dolars US BD AND 11/13 USD 10.12 –10.7 –11.1 –4.4
Andfs. RF Euros EU BD AND 11/13 EUR 9.09 –17.7 –18.7 –10.3
Andorfons EU BD AND 11/13 EUR 12.30 –19.6 –20.7 –12.1
Andorfons Alternative Premium OT OT AND 09/30 EUR 105.62 –9.0 –8.2 –0.1

Andorfons Mix 30 EU BA AND 11/13 EUR 8.29 –28.5 –28.7 –15.3
Andorfons Mix 60 EU BA AND 11/13 EUR 8.14 –38.2 –37.4 –19.9

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 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 11/14 EUR 10.13 –0.4 –0.6 1.3
DJE-Absolut P GL EQ LUX 11/14 EUR 173.67 –31.2 –30.0 –11.6
DJE-Alpha Glbl P EU BA LUX 11/14 EUR 148.92 –27.2 –25.7 –9.4
DJE-Div& Substanz P GL EQ LUX 11/14 EUR 171.95 –27.9 –28.2 –9.5
DJE-Gold&Resourc P OT EQ LUX 11/14 EUR 111.70 –40.4 –40.9 –17.2
DJE-Renten Glbl P EU BD LUX 11/14 EUR 118.02 –3.3 –4.2 –0.7
LuxPro-Dragon I AS EQ LUX 11/14 EUR 94.15 –48.0 –49.9 –8.1
LuxPro-Dragon P AS EQ LUX 11/14 EUR 92.07 –49.1 –51.0 –9.1
LuxTopic-Aktien Europa EU EQ LUX 11/14 EUR 13.28 –31.1 –29.8 –9.9
LuxTopic-Pacific AS EQ LUX 11/14 EUR 9.21 –57.1 –57.3 –24.2

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 11/14 EUR 43.20 –60.6 –61.0 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 11/14 USD 42.18 –65.9 –66.2 NS

(Lux) Russian EUR EE EQ LUX 11/14 EUR 36.41 –68.0 –67.3 NS
(Lux) Russian USD EE EQ LUX 11/14 USD 35.52 –72.3 –71.7 NS
Balkan Fund EE EQ SWE 11/14 SEK 12.09 –63.7 –63.1 –26.6
Baltic Fund EE EQ SWE 11/14 SEK 38.95 –47.1 –49.0 –22.8
Eastern European Fund EU EQ SWE 11/14 SEK 21.34 –61.0 –60.0 –27.6
Russian Fund EE EQ SWE 11/14 SEK 606.18 –65.3 –63.9 –30.8
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 11/11 SAR 5.44 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 11/13 USD 225.90 –27.5 –27.1 –11.9
Sel Emerg Mkt Equity GL EQ GGY 11/13 USD 123.87 –54.2 –54.2 –19.9
Sel Euro Equity EUR US EQ GGY 11/12 EUR 77.92 –46.7 –47.7 –26.4
Sel European Equity EU EQ GGY 11/13 USD 128.94 –54.6 –55.4 –27.4
Sel Glob Equity GL EQ GGY 11/13 USD 138.35 –49.3 –50.2 –25.8
Sel Glob Fxd Inc GL BD GGY 11/13 USD 123.84 –15.6 –16.3 –6.0
Sel Pacific Equity AS EQ GGY 11/13 USD 82.30 –53.3 –54.1 –19.8
Sel US Equity US EQ GGY 11/13 USD 100.48 –41.1 –41.6 –20.7
Sel US Sm Cap Eq US EQ GGY 11/13 USD 127.34 –44.9 –46.8 –26.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/13 EUR 288.17 –20.1 –20.3 –10.5
DSF 50/50 EU BA LUX 11/13 EUR 216.82 –27.0 –27.1 –14.4
DSF 75/25 EU BA LUX 11/13 EUR 165.49 –34.1 –34.2 –19.1
KBC Eq (L) Europe EU EQ LUX 11/13 EUR 405.02 –46.7 –47.1 –26.9
KBC Eq (L) Japan JP EQ LUX 11/13 JPY 16454.00 –44.3 –44.0 –28.5
KBC Eq (L) NthAmer EUR US EQ LUX 11/13 EUR 464.37 –39.7 –39.9 –19.6
KBC Eq (L) NthAmer USD US EQ LUX 11/13 USD 670.20 –38.5 –38.5 –17.5
KBL Key America EUR US EQ LUX 11/12 EUR 300.51 –48.6 –46.9 –24.0
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Fidelity Investments to cut
1,700 more jobs in early ’09
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Pension funds hold fast
as commodity investors

Freddie needs more cash
Mortgage defaults
worsen, leading firm
to seek $13.8 billion
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By Andrea Hotter

Instead of heading for the exits as
commodity prices plummet, the
world’s largest pension funds are be-
ing more selective in their invest-
ments and more active in managing
their portfolios.

Commodities prices already are
trading at multimonth lows amid a

deteriorating glo-
bal economic back-
drop, and the in-
dexes that many
pension-fund invest-

ments are benchmarked against are
suffering badly.

That has prompted pension-fund
managers to make investments to
take advantage of price swings, reduc-
ing their reliance on tracking com-
modity indexes, which worked in
funds’ favor when prices were head-
ing up.

That the world’s largest pension
funds are still investing—even if cau-
tiously—in commodities could ease
fears that they were moving out of
the asset class, which would have trig-
gered a further collapse in prices. In
fact, the pension funds may form a
kind of a cushion in the commodities
market against the worst shocks of
the global economic slowdown.

Still, commodity prices could be-
come more volatile. Since even a sin-
gle pension fund can move huge
amounts of money—around a billion
dollars at a time, for example—into

different commodity trades, pension
funds’ new approach could influence
entire indexes and send prices soar-
ing or plunging.

The California Public Employees’
Retirement System, the U.S.’s largest
public pension fund by assets, could
make one of the biggest splashes.

The Calpers board revisits its allo-
cations at least every three years,
and plans to review them in Decem-
ber “in view of the market turmoil
that’s affecting asset class alloca-
tions—principally private equity and
real estate,” said Clark McKinley, a
Calpers spokesman. “The board al-
ways has the power to set and revise
investment policy, but any change in
commodities investment in the near
future would be unusual.”

Still, Calpers plans to increase its
target allocation of commodities to
1.5% by the end of 2010 from a discre-
tionary investment range for com-
modities of 0.5% to 3%.

At U.K. fund manager Hermes,
whose largest client is BT Group’s
pension fund, head of pension-fund
management Nigel Labram said:
“We’re far more active in our com-
modities portfolio risk management
than previously.”

Similarly, fund PGGM, which man-
ages pensions for the health-care and
social-work sectors in the Nether-
lands, reviews its commodity alloca-
tions every one to three years, with
its last review in 2007 and the next ex-
pected in 2009 or 2010..

By James R. Hagerty

And Aparajita Saha-Bubna

Freddie Mac said it will need a
$13.8 billion cash infusion from the
U.S. Treasury as losses stemming
from home-mortgage defaults
surge and its future role in the hous-
ing market becomes cloudier.

The mortgage titan and its sis-
ter company, Fannie Mae, which
were taken over by the govern-
ment in early September, are los-
ing ground in their mission to play
a larger role in the mortgage mar-
ket and to help prop up U.S. home
prices. Their share of the U.S.
mortgage market is falling, as lend-
ers increasingly make loans in-
sured by the Federal Housing Ad-
ministration, rather than ones
guaranteed by Fannie and Freddie.

Hobbled by uncertainty over
the degree of federal government
backing, Fannie and Freddie have
been unable to raise money by sell-
ing long-term debt at desirable
rates in recent weeks. That is forc-
ing them to rely on riskier short-
term borrowing, and preventing
them from buying more home
mortgages from lenders.

Their dwindling role is undercut-
ting the Treasury’s push for them to
help drive down borrowing costs
for consumers and to spur home pur-
chases. Given their financial and reg-
ulatory constraints, neither com-
pany has much scope to buy large
volumes of mortgages and push
down mortgage rates, said Jim Vo-
gel, an executive vice president at
FTN Financial Capital Markets in
Memphis, Tenn. “There is no clear
path for them to be a major support
for the mortgage market,” he said.

That suggests the Treasury it-
self, and the banks to which it is
providing capital, will have to take
a bigger role in providing funds
for home mortgages.

Federal regulators seized con-
trol of the management of Fannie
and Freddie on Sept. 6 under a con-
servatorship. At that time, the
Treasury pledged to provide as
much as $100 billion of capital to
each company in exchange for pre-
ferred stock. The Treasury pledge
calls for it to pony up enough capi-
tal to allow the companies to main-
tain a positive net worth.

Freddie’s call for cash on Friday

came as it posted a record loss of
$25.3 billion for the third quarter, re-
flecting a $14.3 billion charge re-
lated to unusable tax credits. The
loss left its assets of $804.4 billion
about $13.8 billion below liabilities.
Freddie said it expects to receive
$13.8 billion from the Treasury to
fill that gap by Nov. 29.

A Treasury spokeswoman
noted that Treasury Secretary
Henry Paulson reaffirmed Wednes-
day the pledge to provide capital
as needed.

Fannie, which on Monday re-
ported a $29 billion loss for the
third quarter, still has a positive
net worth. But it has warned that
it might need a Treasury infusion
by year’s end.

The heavy losses at Fannie and
Freddie have raised fears among
some investors that the $100 bil-
lion of capital pledged to each com-
pany “may not actually be
enough,” said Ajay Rajadhyaksha,
chief U.S. bond-market strategist
at Barclays Capital in New York.

Mr. Paulson, in his update on vari-
ous financial bailouts on Wednes-
day, said Fannie and Freddie “now
operate on stable footing.” But the
companies themselves seem less
confident. In securities filings last
week, both Fannie and Freddie said
it was unclear whether they would
even exist after the conservator-
ship, which was expected to con-
tinue until they returned to finan-
cial health.

The companies also said they
were running into conflicts among
the various objectives set by their

regulator, the Federal Housing Fi-
nance Agency, and by the Treasury.
For instance, they are expected to
support the mortgage market by
buying more loans, while trying to
minimize the need for cash from the
Treasury. But buying more loans re-
quires loading up on risky short-
term debt that may prove difficult
to keep raising. These conflicts “will
likely lead to less-than-optimal out-
comes,” Fannie said in its filing.

Some executives at the compa-
nies are showing signs of demoral-
ization. “No one knows what our
business model is going to look
like” in a year or two, one of them
said recently. The regulator, act-
ing as “conservator,” has a veto
over all major decisions.

One goal of the conservator-
ship was to drive down mortgage
rates, but rates on 30-year fixed-
rate loans conforming to the stan-
dards of Fannie and Freddie have
remained in a range of about 6% to
6.75% for most of the past two
months. On Friday, the average
rate was about 6.2%, according to
financial publisher HSH Associ-
ates, compared with 6.3% in early
September, just before the rescue.

Foreign investors, long major
buyers of debt issued by Fannie
and Freddie, have reduced their
holdings, partly because they
aren’t sure what the coming
Obama administration and Con-
gress will decide to do with the
companies.

Freddie’s loss of $19.44 a share
compares with a loss of $1.24 bil-
lion, or $2.07 a share, a year earlier.
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Source: the companies

How big a tab?
What Fannie Mae and Freddie Mac are worth depends partly on how they’re 
measured, as do estimates of what the government will need to pay to bail
them out. 

Fannie Mae

GAAP Equity Fair-Value  Equity
Freddie Mac Fannie Mae Freddie Mac

GAAP: Under generally accepted 
accounting principles, companies 
measure their assets based on a 
mixture of what they originally 
paid for them and market values.

Fair-Value: Under this measure, 
assets and liabilities are valued 
at what they would fetch if sold 
in the market today to a third 
party.
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By Jennifer Levitz

After giving pink slips to 1,300
employees Wednesday, Fidelity In-
vestments told workers Friday to
prepare for 1,700 more layoffs in the
first three months of next year.

Fidelity previously announced
the two waves of layoffs, but it
wasn’t clear how many the second
round would include. Fidelity Presi-
dent Rodger Lawson told employees
Friday that the total number of lay-
offs would include about 3,000 em-
ployees, or about 7% of Fidelity’s to-
tal work force of 44,000.

The company is one of several
firms in its business that have re-
duced employment as investors
have pulled money out of stock mu-

tual funds in record amounts. Mor-
gan Stanley said this past week that
its asset-management division will
cut nearly 10% of its staff. Janus Cap-
ital Group Inc. of Denver said re-
cently that it was cutting 9% of its
work force.

Other firms have hinted that
they will follow suit.

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

Fidelity, which is based in Boston
and is the world’s largest fund com-
pany by mutual-fund assets under
management, attributes its layoffs
to the market downturn.
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A
S THE COUNTRIES of
southeastern Europe, or the
Balkans, groom themselves

to join the European Union, they
are attracting foreign investment and
racking up solid economic growth.
Challenges remain. Aside from

Romania, Bulgaria and Greece (all
of which already are in the EU),
other countries in the region —
Albania, Bosnia and Herzegovina,
Croatia, the Republic of Macedonia,
Serbia and Montenegro — have
small populations; the small domes-
tic markets mean they need to focus
on exports to drive growth, which
they haven’t yet done. In addition,
they are late starters, having lost
valuable years to political turmoil.
“There is a huge difference between

countries that jumped on the Euro-
pean Union train, like Bulgaria, vs.
laggards not only economically but
politically, like Serbia,” says Verena
Knaus, senior analyst with the Euro-
pean Stability Initiative think tank,
in Vienna.
One thing they have in com-

mon, however, is that recently they
have all made great efforts to change
their countries’ business climates.
Here is an overview:

ALBANIA
Albania has had a trade pact with

the EU since 1992 and a Stabilization
and Association Agreement — the
first step toward becoming a can-
didate for EU membership — since
2006.The country,with a population
of just over three million, averaged
5.3% annual growth in gross domestic
product between 2000 and 2007,
according to the World Bank. The
improved economy lifted about a quar-
ter of the poor out of poverty between
2002 and 2006, theWorld Bank says.
TheWorld Bank’sDoing Business

2009 report rankedAlbania the second-
best reformer during the previous
year, and for ease of doing business
the country moved up the rankings
to 86 out of 181 countries world-wide,
from 135 a year earlier. Last year,
Albania cut the time to start a business
to seven days from36.It also improved
investorprotections andaccess to credit.

BALKANS
SPECIAL ADVERTISING SECTION

Under the stewardship of its Bucharest-based government, Romania achieved record FDI inflows for 2007 due to economic growth, stability, EU membership and a privatization program.

Region strives to improve its business climate
Differences persist,
but all countries of the
region have made great
gains in attracting
foreign investment

CONTINUED ON FOLLOWING PAGE

GETTY IMAGES/Zap Art

National Bank of Greece (NBG) continues its successful course towards regional leadership in South Eastern
Europe and the Eastern Mediterranean.

With total assets of €9 billion, 579 branches in Greece, 1 branches in the region and more than 12
million customers in countries with a population of 125 million, NBG is gradually strengthening its
international profile, at the same time delivering value to its shareholders due to its high return on capital.

Strong organic growth and targeted acquisitions in high growth economies are resulting in an increased, yet
more diversified, footprint in the region. Currently, % of NBG profits are generated outside its
traditional domestic market.

NBG boasts a number of competitive advantages, which are additionally important in the current turbulent
markets, above all high liquidity, being one of the few banks internationally to have surplus liquidity as the
loans-to-deposits ratio remains below 100%. Moreover, NBG's capital adequacy is also high, standing at
9. % at 200 , again among the highest levels for European banks. These advantages will help NBG
continue on course in the years to come.

Looking ahead, NBG remains on track to meet its 2009 Business Plan targets, having quickly and efficiently
integrated its most recent acquisitions, Finansbank in Turkey and Vojvodjanska Banka in Serbia, and has
begun to exploit the many synergies that derive from these acquisitions.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 11/13 USD 8.27 –42.8 –43.2 –22.1
Am Blend Portfolio I US EQ LUX 11/13 USD 9.65 –42.4 –42.8 –21.5
Am Growth A US EQ LUX 11/13 USD 21.59 –39.5 –38.5 –16.4
Am Growth B US EQ LUX 11/13 USD 18.36 –40.1 –39.1 –17.2
Am Growth I US EQ LUX 11/13 USD 23.72 –39.1 –37.9 –15.7
Am Income A US BD LUX 11/13 USD 6.87 –16.1 –15.3 –5.7
Am Income A2 US BD LUX 11/13 USD 14.43 –16.0 –15.3 –5.7

Am Income B US BD LUX 11/13 USD 6.87 –16.6 –15.9 –6.4
Am Income B2 US BD LUX 11/13 USD 12.54 –16.5 –15.8 –6.4
Am Income I US BD LUX 11/13 USD 6.87 –15.7 –14.8 –5.2
Am Value A US EQ LUX 11/13 USD 6.77 –41.8 –42.1 –22.1
Am Value B US EQ LUX 11/13 USD 6.30 –42.3 –42.7 –22.9
Am Value I US EQ LUX 11/13 USD 7.22 –41.4 –41.7 –21.4
Asian Technology A OT EQ LUX 11/13 USD 8.65 –46.1 –48.1 –25.3
Asian Technology B OT EQ LUX 11/13 USD 7.65 –46.6 –48.6 –26.1
Asian Technology I OT EQ LUX 11/13 USD 9.55 –45.8 –47.7 –24.8
Emg Mkts Debt A GL BD LUX 11/13 USD 10.86 –26.3 –25.7 –10.1
Emg Mkts Debt A2 GL BD LUX 11/13 USD 12.82 –26.1 –25.6 –10.0
Emg Mkts Debt B GL BD LUX 11/13 USD 10.86 –26.9 –26.5 –11.0
Emg Mkts Debt B2 GL BD LUX 11/13 USD 12.49 –26.7 –26.4 –10.9
Emg Mkts Debt I GL BD LUX 11/13 USD 10.86 –25.9 –25.3 –9.6
Emg Mkts Growth A GL EQ LUX 11/13 USD 20.22 –56.3 –57.2 –20.5
Emg Mkts Growth B GL EQ LUX 11/13 USD 17.33 –56.7 –57.7 –21.3
Emg Mkts Growth I GL EQ LUX 11/13 USD 22.21 –56.0 –56.9 –19.9
Eur Blend A EU EQ LUX 11/13 EUR 9.69 –44.9 –46.5 –25.5
Eur Blend I EU EQ LUX 11/13 EUR 9.88 –44.6 –46.0 –24.9
Eur Growth A EU EQ LUX 11/13 EUR 5.94 –42.9 –44.6 –22.3
Eur Growth B EU EQ LUX 11/13 EUR 5.41 –43.4 –45.0 –23.0
Eur Growth I EU EQ LUX 11/13 EUR 6.42 –42.5 –44.1 –21.6
Eur Income A EU BD LUX 11/13 EUR 5.43 –18.4 –19.1 –10.6
Eur Income A2 EU BD LUX 11/13 EUR 9.76 –18.3 –19.1 –10.6
Eur Income B EU BD LUX 11/13 EUR 5.43 –18.9 –19.7 –11.2
Eur Income B2 EU BD LUX 11/13 EUR 9.15 –18.7 –19.7 –11.2
Eur Income I EU BD LUX 11/13 EUR 5.43 –18.0 –18.6 –10.1
Eur Strat Value A EU EQ LUX 11/13 EUR 7.35 –47.4 –48.8 NS

Eur Strat Value I EU EQ LUX 11/13 EUR 7.46 –46.9 –48.3 NS
Eur Value A EU EQ LUX 11/13 EUR 7.65 –45.0 –46.8 –26.3
Eur Value B EU EQ LUX 11/13 EUR 7.12 –45.4 –47.3 –27.0
Eur Value I EU EQ LUX 11/13 EUR 8.75 –44.6 –46.4 –25.7
Gl Balanced (Euro) A EU BA LUX 11/13 USD 12.33 –42.0 –42.6 NS
Gl Balanced (Euro) B EU BA LUX 11/13 USD 12.14 –42.5 –43.1 NS
Gl Balanced (Euro) C EU BA LUX 11/13 USD 12.27 –42.2 –42.7 NS
Gl Balanced (Euro) I EU BA LUX 11/13 USD 12.46 –41.7 –42.1 NS
Gl Balanced A US BA LUX 11/13 USD 13.13 –36.6 –37.2 –17.0
Gl Balanced B US BA LUX 11/13 USD 12.63 –37.1 –37.8 –17.8
Gl Balanced I US BA LUX 11/13 USD 13.51 –36.2 –36.8 –16.4
Gl Bond A US BD LUX 11/13 USD 8.29 –7.0 –6.5 –0.7
Gl Bond A2 US BD LUX 11/13 USD 13.69 –6.9 –6.6 –0.7
Gl Bond B US BD LUX 11/13 USD 8.29 –7.8 –7.5 –1.7
Gl Bond B2 US BD LUX 11/13 USD 12.13 –7.6 –7.5 –1.7
Gl Bond I US BD LUX 11/13 USD 8.29 –6.5 –6.0 –0.1
Gl Conservative A US BA LUX 11/13 USD 13.07 –22.0 –22.2 –8.9
Gl Conservative A2 US BA LUX 11/13 USD 14.36 –22.1 –22.3 –8.9
Gl Conservative B US BA LUX 11/13 USD 13.04 –22.7 –23.0 –9.8
Gl Conservative B2 US BA LUX 11/13 USD 13.80 –22.7 –23.0 –9.8
Gl Conservative I US BA LUX 11/13 USD 13.09 –21.6 –21.7 –8.3
Gl Eq Blend A GL EQ LUX 11/13 USD 8.99 –52.1 –52.9 –27.2
Gl Eq Blend B GL EQ LUX 11/13 USD 8.54 –52.5 –53.4 –27.9
Gl Eq Blend I GL EQ LUX 11/13 USD 9.40 –51.8 –52.5 –26.6
Gl Growth A GL EQ LUX 11/13 USD 32.82 –52.5 –52.8 –25.7
Gl Growth B GL EQ LUX 11/13 USD 27.71 –52.9 –53.2 –26.4
Gl Growth I GL EQ LUX 11/13 USD 36.11 –52.2 –52.4 –25.1
Gl High Yield A US BD LUX 11/13 USD 3.06 –31.6 –31.6 –13.7

Gl High Yield A2 US BD LUX 11/13 USD 5.84 –31.5 –31.8 –13.8
Gl High Yield B US BD LUX 11/13 USD 3.06 –32.2 –32.3 –14.6
Gl High Yield B2 US BD LUX 11/13 USD 9.50 –32.0 –32.4 –14.6
Gl High Yield I US BD LUX 11/13 USD 3.06 –31.3 –31.2 –13.3
Gl Value A GL EQ LUX 11/13 USD 8.45 –51.8 –53.2 –28.7
Gl Value B GL EQ LUX 11/13 USD 7.85 –52.2 –53.7 –29.5
Gl Value I GL EQ LUX 11/13 USD 8.91 –51.4 –52.8 –28.2
India Growth A EA EQ LUX 11/07 USD 58.46 –57.7 –55.6 –11.8
India Growth B EA EQ LUX 11/07 USD 50.54 –58.0 –56.0 –12.6
India Growth I EA EQ LUX 11/07 USD 60.30 –57.5 –55.4 –11.5
Int'l Health Care A OT EQ LUX 11/13 USD 119.31 –27.3 –27.5 –10.8
Int'l Health Care B OT EQ LUX 11/13 USD 101.78 –27.9 –28.2 –11.6
Int'l Health Care I OT EQ LUX 11/13 USD 129.18 –26.8 –26.9 –10.0
Int'l Technology A OT EQ LUX 11/13 USD 73.24 –48.4 –47.9 –20.7
Int'l Technology B OT EQ LUX 11/13 USD 64.18 –48.8 –48.4 –21.5
Int'l Technology I OT EQ LUX 11/13 USD 81.38 –48.0 –47.5 –20.1
Japan Blend A JP EQ LUX 11/13 JPY 5526.00 –44.7 –46.1 –27.8
Japan Blend I JP EQ LUX 11/13 JPY 5634.00 –44.3 –45.7 –27.3
Japan Growth A JP EQ LUX 11/13 JPY 5797.00 –41.4 –43.4 –25.7
Japan Growth I JP EQ LUX 11/13 JPY 5911.00 –41.0 –42.9 –25.1
Japan Strat Value A JP EQ LUX 11/13 JPY 5247.00 –48.1 –49.1 –29.0
Japan Strat Value I JP EQ LUX 11/13 JPY 5338.00 –47.7 –48.6 –28.4
Real Estate Sec. A OT EQ LUX 11/13 USD 10.36 –48.1 –51.8 –31.7
Real Estate Sec. B OT EQ LUX 11/13 USD 9.58 –48.5 –52.3 –32.4
Real Estate Sec. I OT EQ LUX 11/13 USD 11.04 –47.7 –51.4 –31.1
Short Mat Dollar A US BD LUX 11/13 USD 7.07 –17.7 –18.8 –8.8

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Euro Moderate Balanced
These funds have a mandate to balance equity and bond investments for Euro-based inves-
tors. The equity component does not exceed 60%. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending November 14, 2008

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

NS LD Invest LD Invest DKKiDenmark –1.28 –2.20 6.26 NS
Kontra Acc

NS KlawInvest-Trading FRANKFURT-TRUST EURiGermany –2.06 –2.78 NS NS
Acc Investment-GmbH

NS TheArtFund CAIAC Fund EURiLiechtnstn –11.32 –4.50 4.90 NS
(FineArt AG) Acc Management AG

NS CAAM Crédit Agricole EURiFrance –3.78 –6.28 8.59 NS
Volatilité Actions Acc

1 Premium Banco de Madrid EURiSpain –6.06 –6.82 –0.58 4.37
Gestión 1 FI Acc Gestión de Activos

NS Focused Fund UBS Equity Fund EURiLuxembrg –7.23 –7.62 3.62 NS
Mixed Plus (EUR) B Acc Management Company S.A.

NS Extrion ABM IFM Independent EURiLiechtnstn –8.36 –7.70 NS NS
World Acc Fund Management AG

4 BG Stable LRI Invest S.A. EURiLuxembrg –8.67 –8.27 2.49 3.34
Value Acc

NS DSC Constant Universal-Investment EURiGermany –3.16 –8.55 NS NS
Profit Global UI GmbH

5 CAAM Crédit EURiFrance –11.64 –9.04 0.51 5.03
Dynarbitrage Forex I Acc Agricole-LCL

Shares break losing streak
as oil rises and yen declines
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Private-equity firms
find opportunity in China
With banks reluctant
to lend, companies
turn to investors

FUND SCORECARD
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By Chris Oliver

MARKETWATCH.COM

HONG KONG—Asian stocks re-
couped some losses after three
straight losing sessions Friday, with
commodity producers such as BHP
Billiton tracking gains in oil and
metals prices while Mazda Motor
led Japanese exporters higher after
the yen eased against the dollar.

Japan’s Nikkei Stock Average of
225 companies ended 2.7% higher at

8462.39, Hong
Kong’s Hang Seng
Index closed 2.4%
higher at 13542.66,
and the Shanghai

Composite Index added 3.1% to
1986.44. The Australia S&P/ASX 200
closed 1.4% higher at 3748.10, while
South Korea’s Kospi gave back ear-
lier gains to end little changed at
1088.66. India’s Sensex index fell
1.6% to 9385.42.

Regional markets sprinted
higher in early going, but momen-
tum faded in afternoon trading as in-
vestors turned cautious.

“Skeptics seem to prevail,” said
Yoji Takeda, head of regional equi-
ties at RBC Investment Manage-

ment Asia. “The downside is fairly
limited from here as the market has
discounted a lot of bad news, but
we’ll bounce along the bottom for a
while until we see any improvement
in profits.”

In Tokyo, Kyocera rose 1.8% after
the Nikkei newspaper reported the
semiconductors and wireless hand-
sets maker will build a solar-cell
plant to help meet surging demand
for photovoltaic batteries.

Mazda climbed 3%, while export-
ers Canon rose 2.3% and Toyota Mo-
tor finished 2% higher.

Commodities companies benefit-
ing from gains in oil prices included
Sydney-listed shares of Santos, up
4.3%, and Hong Kong-listed off-
shore driller Cnooc, which climbed
4.4%. Also in Sydney, BHP Billiton
was up 5.6%.

Stock markets in Hong Kong and
China gained amid speculation that
the People’s Bank of China could cut
interest rates again.

In Mumbai, fears that the global
economic slowdown will hurt corpo-
rate earnings led traders to sell blue
chips such as Larsen & Toubro,
down 4.4%, and Infosys, off 3.3%.

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 Rick Carew

A selloff in Chinese stocks over
the past year and the knock-on ef-
fects of the global credit crisis have
slowed growth in China’s financial
markets to a crawl. But new activ-
ity in areas such as private equity
and bonds shows how the promise
of those markets still beckons inves-
tors and bankers at home and
abroad.

The euphoria that drove the ex-
pansion of China’s financial indus-
try and pushed asset prices to
record highs over the past two
years has been tempered by the re-
ality that China’s markets aren’t im-
mune to the financial contagion
spreading across the world. China’s
stock market rose more than four-
fold from the start of 2006 to the
end of 2007. This year, it has fallen
by nearly two-thirds, making it one
of the biggest victims of the world’s
equities selloff . The flow of initial
public offerings, the lifeblood of in-
vestment banking in China, is down
sharply this year.

The rush of foreign money flow-
ing into deals has also slowed as the
hedge funds, money managers and
Western corporate giants hoping
for a slice of China’s growth have
pulled back.

Conditions are likely to get
worse. Heavily dependent on ex-
ports to the rest of the world, Chi-
na’s economy grew 9% in the third
quarter from a year earlier—the
slowest pace in five years after gain-
ing nearly 12% in 2007. It was a wor-
risome level for a country that be-
lieves it needs 8% growth to ensure
political stability. Banks’ reluc-
tance to lend could add to the slow-
down because Chinese companies
still get the bulk of their financing
from bank loans.

“We are becoming more cau-
tious because of the fear of poten-
tial nonperforming loans and
watching our corporate clients
more closely,” says Eddie Wang,
president of midsize lender China
Minsheng Banking Corp. “We can’t
afford to take one wrong step, so
prudent banking is more important
than ever.”

China’s market slump began
when policy makers tried to rein in

growth to combat inflation. But the
deepening slowdown of recent
weeks reflects the realization that
recessions in the U.S. and Europe
are biting into China’s export-led
growth.

Still, big banks and major inves-
tors are looking past the short-
term hits and continue to view
growth opportunities in China as
crucial to their long-term success.

“Asia has been more resilient to
the downturn,” David Rubenstein,
founder of Carlyle Group, told a pri-
vate-equity gathering in Hong Kong
last week. “China itself will be the
single most attractive place to in-
vest.”

Private-equity investors such as
Carlyle Group are betting opportu-
nity springs from the crisis. China
has been reluctant to open its econ-
omy too widely to overseas private
equity because of concerns over for-
eign control of industries and too
much capital flowing into the coun-
try. Now with markets down, for-
eign private-equity investors may
get a warmer welcome.

New Chinese private-equity
players have been building up their
war chests as well.

“The public markets are dead
and banks will be reluctant to lend.
That creates an opening for private
equity,” says John Zhao, chief exec-
utive of Chinese private-equity
firm Hony Capital, who estimates
private-equity firms have $10 bil-
lion targeting China deals. It is a
small amount by Western stan-
dards but is substantial in a na-
scent market like China.

Still, many private-equity firms’
portfolios are showing strains as
their previous bets sour in tighter
economic conditions. Mr. Zhao and
other private-equity professionals
say they are helping their existing
portfolio companies conserve capi-
tal and stay healthy. “We are telling
our CEOs that winter is coming and
they need to be prepared because
many Chinese CEOs have never
been through a deep down cycle,”
Mr. Zhao says.

Another healthy market is the
trade in new debt. Even as equity
markets have slumped, the debt
markets have attracted new inter-
est from Chinese companies eager
to raise capital. Investors in China
appear less concerned than in the
West about the possibility of bank-
ruptcy, a sign of faith in the econo-
my’s fundamentals, and perhaps in
Beijing’s role as the ultimate share-
holder in many of the issuers.

By Alison Tudor

TOKYO—Aozora Bank Ltd. on
Friday became the first major Japa-
nese bank to forecast a net loss for
the full fiscal year, and rivals includ-
ing Sumitomo Mitsui Financial
Group Inc. and Resona Holdings
Inc. reported disappointing first-
half results.

And Mitsubishi UFJ Financial
Group Inc., the country’s largest
bank by assets, announced it had
reached a deal to sell more than $4
billion of preferred shares to
strengthen its capital base.

Aozora, hit by links to Lehman
Brothers Holdings Inc. and lender
GMAC LLC, lowered its projected re-
sults for the fiscal year ending
March 31 for a third time, to a loss
of 27 billion yen ($276 million). In
the year-earlier period, Aozora,
whose biggest shareholder is New
York-based investment firm Cer-
berus Capital Management LP,
posted a net profit of 5.9 billion yen.

If Aozora were to fall substan-
tially short of some key financial
targets, such as net revenue, for
two years in a row, the bank would
be in danger of punishment by the
Japanese government. That’s be-
cause Aozora still hasn’t repaid
the public funds used to bail out
its previous incarnation, Nippon
Credit Bank, which collapsed un-
der a mountain of bad loans during
Japan’s banking crisis in the
1990s.

To limit the damage, Aozora on
Friday announced a management
shake-up. The bank named its
third chief financial officer in five
months, Masaki Tanabe, and offi-
cially appointed Brian Prince, a vet-
eran of the 1990s crisis, as chief op-
erating officer. Pay will be cut for
the board directors by 30%, and for
around 20 executive officers by an
average of 20%.

“We’re taking the pain, and
we’ve still got the capital to feel
confident about our future,” Feder-
ico Sacasa, Aozora’s chief execu-
tive, said. Aozora’s capital ade-
quacy ratio was 13.65% at Sept. 30,
among the highest of Japanese
banks.

Turning around Aozora is im-
portant for Cerberus, which raised
its stake in the bank in April to
nearly 46% from 37.5%. Cerberus
didn’t respond to calls for com-
ment Friday.
 —Atsuko Fukase

and Kenneth Maxwell
contributed to this article.

Aozora forecasts
a loss as crisis
hits Japan banks

24 MONDAY, NOVEMBER 17, 2008 T H E WA L L ST R E ET JOU R NA L .



BOSNIA AND
HERZEGOVINA
Picking up after its 1992-1995

war, Bosnia posted 5.2% average
annual GDP growth between 2000
and 2007, according to the World
Bank. In June, Bosnia signed a
Stabilization and Association Agree-
ment with the EU to put it on the
road to membership.
The country of four million peo-

ple is the poorest of the former
Yugoslavia, with 20% of the popu-
lation under the poverty line and
40% near it. Unemployment is offi-
cially 44% of the working-age
population (although it may be con-
siderably less if the gray economy is
taken into account) but wages have
been rising quickly.
Bosnia slipped two notches to No.

119 for ease of doing business in
theWorld Bank’s 2009 report.While
it made reforms, such as cutting cor-
porate income taxes to 10% from
30%, other countries did more.
Remittances fromemigrantsaccount

for about 20% of GDP, according
to the Organization for Economic
Cooperation and Development.

BULGARIA
An EU member since Jan. 1,

2007,Bulgaria has tallied 5.7% aver-
age annual GDP growth between
2000 and 2007, according to the
World Bank. It is one of the bigger
countries in the region,with a pop-
ulation of 7.6 million, making it
attractive for foreign investors. Last
year, foreign direct investment was
20% of GDP — which was a far

bigger chunk than in surrounding
countries. FDI has risen more than
eightfold since 2002.
Bulgaria also has attracted invest-

ment by improving its business
regulations. The country was one
of the top 10 reformers between
June 2007 and June 2008, accord-
ing to theWorldBank,andmaintained
its rank of 45 in the Doing Business
2009 report — ahead of EU mem-
bers Romania, Slovenia, Poland
and Italy.

CROATIA
Croatia, a country of 4.5 million,

has been anEU candidate since 2004,
and is expected to join in 2010. Its
GDP averaged 4.8% annual growth
between 2000 and 2007, according
to the World Bank.

Croatia was one of the top 10
reformers in the 2007 and 2008
Doing Business reports, and con-
tinued to implement investor-friendly
regulations, giving it a rank of 106
in the 2009 report. A new building
code streamlined the process for
construction permits, and port
improvements have cut two days
off the time for handling exports.
Registering a property takes 174 days,
compared with 956 days in 2005.

GREECE
A member of the EU since

1981,Greece is the only country in
the region to belong to the euro
zone. The economy grew 4.3% a
year between 2000 and 2007,
according to theWorld Bank,boosted
in part by the 2004 Olympics in

Athens. While the country of 10
million is one of the EU laggards
in terms of budget deficit, inflation
and unemployment, it is leagues
ahead of its neighbors. Tourism is
one of the biggest industries, account-
ing for 15% of GDP, and exports
have kept the trade deficit to about
14% of GDP in 2007.
Its Achilles’ heel is its generous

pension system, which discourages
an aging population from continu-
ing to work while burdening the
active sector.

MACEDONIA
Macedonia’s economy registered

2.7% average annual growth between
2000 and 2007, according to the
World Bank. It was badly affected
by an insurgency by ethnic Albanians
in 2001, which hurt exports for tex-
tiles, steel and iron. GDP growth
jumped to 5.1% in 2007, according
to the World Bank.
Macedonia has been an EU can-

didate since December 2005, but
no date has been set for accession.
Macedonia, a country of two mil-

lion people, ranks No. 71 in Doing
Business 2009, up eight notches,
thanks to improvements in starting
a business, dealing with licenses and
paying taxes.

MONTENEGRO
The smallest (with 650,000 inhab-

itants) and newest (independent
since 2006) country in the region,
Montenegro has been working over-
time to catch up. Average annual
GDP growth between 2000 and
2007 was 3.9%, according to the
World Bank. It is in talks with the
EU about becoming a candidate
for membership.
Montenegro ranks 90th in Doing

Business 2009’s ranking, down from
84th last year, but still ahead of other

former Yugoslav republics like Bosnia,
Croatia and Serbia.

ROMANIA
The biggest country in the region,

with a population of 21 million,
Romania joined the EU at the begin-
ning of last year. Romania averaged
6.1% annual GDP growth between
2000 and 2007, according to the
World Bank.This growth, along with
a stable economy, EU membership
and aprivatizationprogram,has pulled
in record flows of FDI. Inflows for
2007 reached €7.3 billion,more than
double the €3.1 billion it attracted
a year earlier.Romania was the No.2
Europeandestination for FDI in 2006,
afterMalta,according toLuxembourg-
based Eurostat.
The country has been quick to

move into higher-skilled sectors as
its wages rise towardWestern Euro-
pean levels.
Doing Business 2009 kept Romania

steady at No. 47 in its ranking.

SERBIA
Serbia’s annual GDP growth

averaged 5.5% between 2001 and
2007, according to theWorld Bank.
FDI stocks soared to $13.2 billion
last year from $1 billion in 2000,
thanks largely to the privatization
of many large companies.
Doing Business 2009 ranked

Serbia 94th, down from 91st a year
earlier. Contributing factors to the
downgrade included shortcomings
in dealing with construction per-
mits, employing workers and
protecting investors. While Serbia
has made progress in repairing the
damage of the 1996-1999 war, it
has to get past its unstable political
history like the 2003 assassination
of its prime minister. It has
resumed talks with the EU toward
becoming a candidate.

M
ONTENEGRO may be
one of the smallest coun-
tries in Europe — about

a third the size of Switzerland and
less than one-tenth its population
— but it is one of the biggest des-
tinations for tourismand foreigndirect
investment in southeastern Europe.
Last year, Montenegro attracted

about a million foreign tourists, up
16% from the year before and more
than its population of around 650,000.
As for FDI, it brought in a record
€644 million in 2006, or €1,031
per capita, making it the region’s
leading recipient of FDI, says Verena
Knaus, senior analyst with the
European Stability Initiative think
tank in Vienna.
Little Montenegro is all the more

surprising because it is so new as a
country. It declared independence
from Serbia in June 2006, making
it the only country to emerge from
the former Yugoslavia without a
conflict. In a region where wars have
been fought over religion and eth-
nicity, Montenegro is even more of
a melting pot than its neighbors,with
Montenegrins accounting for 43.2%
of the population,Serbs 32%,Bosnians
7.8%,Albanians 5% and Croats 1.1%.
Montenegro has enjoyed trade

preferences with the European

Union since 2000. In March 2007,
it signed a Stabilization and
Association agreement with the
EU, the first step toward becoming
a candidate. Montenegro hopes to
join by 2012.
Like some other very small states

that aren’t part of the EU—Andorra,
for example—Montenegro uses the
euro, though it isn’t officially allowed
to. That has caused consternation
at the European Central Bank, but
it has helped Montenegro avoid
rampant inflation.
In fact, the economy has been

moving along, with a 7.5% growth
in gross domestic product in 2007,
according to the World Bank.The
IMF estimates that this year’s GDP
growth will be 7.5%, and predicts
it will slow to about 5% next year
as economies world-wide put on
the brakes, though Montenegro’s
growth is expected to outpace the
IMF’s projection for 2.2% growth
world-wide.
Tourism is estimated at 25.6% of

GDP this year, according to the
London-based World Travel and
Tourism Council, which predicts that
this will rise to 28.5% by 2018.The
WTTC also expects Montenegro
to be the fastest-growing tourism
economy in the world during the

next decade, out of 174 countries
surveyed. Today, tourism provides
one in every 4.8 jobs inMontenegro.
Tourists last year included mem-

bers of the Rolling Stones,who gave
a concert on the beach near the town
of Budva last summer. Madonna
played the same venue in August.
Montenegro has more tourists per
capita than France, Switzerland or
Italy, countries known for tourism,
says Ms. Knaus of ESI. Though
known for its Adriatic coastline,
Montenegro is mountainous — its

name means Black Mountain —
and it also offers skiing.
Tourists come toMontenegro and

decide to buy a piece of the place.
The biggest chunk of FDI in 2006,
at €257 million, was in real estate,
especially along the coast.
Canadian Peter Munk, founder of

Barrick Gold Corp. of Toronto, the
world’s biggest gold-mining com-
pany, bought the naval base at the
town of Tivat in 2006 for more than
€18million,with plans to turn it into
a luxury port for Mediterranean

cruise ships at an estimated cost of
more than €600 million.
Prices of hotels, apartments and

other properties have risen sharply,
Ms.Knaus says, and have led to “an
incredible boom in construc-

tion.” The building activity
has brought in a

flood of guest
workers from
Kosovo and
other countries

t o wo r k on
construction sites, she

adds. “Montenegro is playing
a role like that of Switzer-

land and Germany in attracting
guest workers.”
The other pillar of the economy

is aluminum, thanks to deposits of
bauxite, a key raw material. Alu-
minum accounted for 30.9% of
Montenegro’s total exports in the
first six months of 2007, according
to the World Bank.
Montenegro has won praise for

its tax system, with a flat 9% cor-
porate tax and a flat 15% personal
income tax. This puts Montenegro
at a level with top tax reformers
such as the Baltics or Slovakia.
Despite these substantial tax cuts,
the 2006 government budget reached
a surplus of 1.3% of GDP. Official
unemployment has halved in four
years to 14.7%.
Montenegro’s big leaps forward,

particularly its success in tourism
and in attracting FDI, “are a reflec-
tion of its good reputation abroad,”
says Ms. Knaus of ESI.
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Montenegro attracts
international interest

GDP of countries in the Balkans
2007 ($bn)

Source:
World Bank

Greece

Romania

Croatia

Serbia

Bulgaria

Bosnia

Albania

Macedonia

Montenegro

360.03

165.98

51.28

41.58

39.55

15.14

10.57

7.59

3.56

Montenegro declared independence from Serbia in June 2006 — the
only country to emerge from the former Yugoslavia without a conflict.

REUTERS/Stevo Vasiljevic
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Convertible-bond arbitrage loses its shirt
Deprived of leverage,
hedge-fund strategy
set for its worst year

Bargain-hunting raises
convertible-bond prices

www.efinancialnews.com

By David Walker

And Stephanie Baum

M ANY HEDGE-FUND man-
agers are having their worst
year ever, but few are hav-

ing a worse one than managers of
convertible-bond-arbitrage hedge
funds.

These funds have lost almost one-
fifth of their money last month
alone, according to Hedge Fund Re-
search, taking their aggregate
losses this year to between 35% and
50%. This year the strategy had lost
35.1% by the end of October, accord-
ing to the broad, non-investable in-
dex of HFR. HFR’s narrower invest-
able index showed a 49.8% loss by
Nov. 12. Data provider Credit
Suisse/Tremont said convertible ar-
bitrage lost 19.5% in the first 10
months of the year.

The divergence between the
data providers stems mostly from
hedge funds reporting into separate
databases. But, anyway it’s sliced, it
reflects a uniform gloom. As a
group, the funds are on track to turn
in the worst performance of any
hedge-fund strategy, as they did in
2004 when they lost on average 2%.

Convertible securities are essen-
tially bonds that can be exchanged
for stock in the future. Convertible-
bond arbitrage funds aim to profit
from mismatches between the
price of those convertibles and the
stocks they’re attached to. In the

funds’ golden age, from 1998 to
2003, the strategy made 11.5% a
year on average.

A host of factors aligned this
year to foil the strategy. Convertible-
bond prices are falling, their tradi-
tional buyers have disappeared
from the market, and regulators
around the world have placed re-
strictions on short selling—a key ele-
ment of any convertible-arbitrage
strategy. To make matters worse, in-
vestment banks are demanding
higher margin calls on financing a
traditionally highly geared strategy,
which creates a vicious circle by forc-
ing hedge funds to sell more bonds.

In London, the flagship fund of
CQS LLP lost 16.8% in the first nine
months of this year. Forest Manage-
ment Co.’s Forest Global Convert-
ible Fund was down 31.5% by Oct. 10,
according to investors. Ferox Capi-
tal Management Ltd.’s Ferox fund
lost 24% in the first nine months of
this year and this month placed re-
strictions on investors trying to
withdraw their money. All of the
funds declined to comment.

The main reason for poor per-
formance is that the underlying
bonds have performed badly. The in-
dex published by UBS that tracks
the prices of convertibles globally is
down 35.8% this year. It fell 15.7%
last month alone.

“The market has collapsed as
never seen before. … The reasons are:
liquidity concerns, forced redemp-
tions, risk reduction and the buyer of
last resort has yet to appear,” Jeremy
Wyett, equity-linked analyst at Mer-
rill Lynch, wrote last month.

Nick Calamos, co-chief invest-
ment officer at asset manager Cala-
mos Investments, said some selling of

bonds “appears to be coming at any
price as participants make a desper-
ate attempt to get out of positions.”

Kostas Iordanidis, head of hedge
funds at Swiss investor Unigestion,
said regulatory bans on shorting
many of the world’s financial compa-
nies from mid-September also hit
convertible-arbitrage managers.

While the restrictions have af-
fected only a small number of finan-
cial stocks, financials have a dispro-
portionately heavy weighting in the
convertibles market. They account
for $50.9 billion, or 50.3% of all the
convertible bonds issued this year,

according to research firm Dealogic.
But for a strategy that uses lever-

age to exploit often small market inef-
ficiencies, one of the biggest problems
has been banks reducing leverage and
insisting on more capital upfront.

Some banks tripled the amount
money managers had to set aside as
margin against some bonds. To
meet these higher requirements
managers had either to raise money
from investors or to sell assets.
Many had little choice but to sell as-
sets, and lock investors in to stop
money fleeing as well.

But it is not all bad news. Some

convertible managers have been
thriving. Ferox’s flagship billion con-
vertible arbitrage fund might be
down 24.0% this year, but a fund it
designed two years ago to make
money if convertible bond prices
fell is up 23.0% this year. Returns
and inflows from investors have
helped this fund surpass the size of
Ferox’s flagship.

At the same time, the falls have
brought prices down to irresistible
levels for some buyers. Calamos has
allowed investors to put more money
into its 23-year old convertible fund
for the first time since 2003 to exploit
the cheap prices for some bonds.

Stephane Rochon, convertibles
analyst at Credit Suisse, said disloca-
tions in the markets could yield “sub-
stantial returns for investors with a
multi-year investment horizon.”

Some managers see light at the
end of the tunnel. “It has been an ex-
tremely difficult year for the con-
vertible market, but relatively re-
cently we have seen a clear improve-
ment in investment-grade names.
Last fortnight there was some buy-
ing of convertibles,” said Paul Ca-
sey, CQS’s chief investment officer
for fixed income.

Some investors may also be see-
ing an end to convertible arbitrage’s
gloom. Convertible bond arbitrage
was the worst performing strategy in
2004/2005 but it made 12.2% in 2006.
Ferox’s fund helped with 22.5%, while
CQS’s flagship made 15.5%.

— NOTICE TO READERS —

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

It was all going so well
Returns of convertible-bond-arbitrage 
hedge funds, in percent

Source: Hedge Fund Research

*2008 is investable index data at Nov. 12
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By Dawn Cowie

Convertible-bond prices in Eu-
rope have started a tentative recov-
ery in the past two weeks as buyers
and sellers returned to the second-
ary market to take advantage of bar-
gain prices, even though there have
been no new convertible issues glo-
bally in almost three months.

The UBS European euro-denomi-
nated convertible-bond index has
risen by 7.5% since it reached a low
point of 124.6 on Oct. 27. It was trad-
ing at 133.9 last week.

This rally in convertibles was also
evident in the U.S. and Asia. The UBS
global convertibles index, which is
dollar-denominated, was trading at
153.7 last week, more than 7% above
its low point on Oct. 27.

“Convertible-bond prices have in
many cases bounced back dramati-
cally after reaching a bottom at the
end of October, largely owing to the
presence of more buyers and an ab-
sence of major sellers in the market,
rather than any particular change in
fundamentals,” said Martin Haycock,
head of convertible marketing at UBS.

The exchangeable-bond issue by
pharmaceuticals group Shire Phar-
maceuticals Group PLC has also re-
covered sharply after its price
dropped to 63% of its issue value on
Oct. 27. Its price last week was
worth 75% of its original value.

The recovery in the secondary
market has been driven by unprece-
dented cheapening in the price of
convertibles, even compared with
wide credit spreads and low equity
prices. This has attracted equity
and fixed-income investors, as well
as traditional convertibles inves-
tors, according to Dan Mannix, head
of business development at hedge
fund RWC Partners, which runs a
long-only convertible fund.

However, this trend has not had
a knock-on effect in terms of driving
primary issuance because the price
that companies would be prepared
to issue new bonds would not be at-
tractive relative to the distressed
levels of the bonds trading in the sec-
ondary market.

The last convertible bond issue
globally was the Œ65 million ($83
million) raised by Bulgarian invest-
ment company Chimimport on Aug.
18, according to data from Barclays
Capital.

19 - 20 May 2009, Marriott Hotel, Grosvenor Square, London

Financial News and Dow Jones are happy to announce the 2nd annual India Summit 2009,
taking place in London.

Even more focused content!!
We have made sure the programme for next year’s event is even more purposeful, we are bringing you a
number of top – level speakers, superb networking opportunities and topical case studies covering
M&A, Private Equity, Capital Markets, Infrastructure, Media, Retail and more.

Gain inspiration from our world-class speaker line up:

• Mr. David Cohen, Chairman REIT India, REIT
• Mr. Rahul Dhir, Managing Director & CEO, Cairn India
• Mr. Navin M. Raheja, Managing Director, Raheja Developers Pvt. Ltd
• Mr. Dilip Modi, Group President, Spice Corp.
• Mr. Vikas Oberoi, Managing Director, Oberoi Constructions Pvt. Ltd
• Mr. Tarun Ramadorai, Lead Academic, Oxford University, Said Business School
• Mr. David Singleton, Chair – Global Infrastructure Business, Arup Group Ltd.
• Mr. John Studzinski, CBE, Senior Managing Director and Global Head of the Corporate and

M & A Advisory Group, The Blackstone Group
• Mr. Harin Thaker, CEO Europe Middle East and India, Hypo Real Estate Bank International AG

Do not wait any longer, book your place today for what already promises to be the Summit of the year.

For registration and more conference details,
please contact Anna Konieczny: Sponsorship opportunities:
Tel: +44 (0) 20 7426 3345 Email: sponsorship@efinancialnews.com
Email: akonieczny@efinancialnews.com

www.efinancialnewsevents.com/conference/indiasummit09/ IS09.LON - WSJE

Hurry, early bird discount
ends on 12th December!
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