
Yahoo’s future is uncertain as
the company searches for a
new chief executive after Jerry
Yang agreed to step down, end-
ing a short but tumultuous ten-
ure. The move could pave the
way for Yahoo, which has been
fighting to stay independent, to
do a deal with Microsoft. Page 1

n Paulson said he opposes us-
ing funds from the $700 billion
bailout to help auto makers and
prevent foreclosures. Page 19

n Carrefour named Lars Olofs-
son, Nestlé’s marketing chief, to
succeed José Luis Duran as CEO
as the big French retailer seeks
to spur global sales. Page 3

n European officials began to
line up behind an EU-wide aid
plan for its auto sector. Page 7

n European shares gained in a
volatile session as investors saw
value among the lows. U.S. stocks
rose, helped by a better-than-ex-
pected H-P forecast. Page 20

n Alcatel-Lucent reached prelim-
inary agreement to sell its stake
in defense electronics firm Tha-
les to Dassault Group for about
$1.9 billion. Page 3

n Severstal is cutting steel out-
put in half on lower demand,
even as third-quarter earnings
more than tripled. Page 6

n Burberry cut its profit forecast
for the fiscal year as business
conditions have deteriorated.
The fashion house posted a 13%
rise in first-half net profit. Page 6

n H-P said earnings in the Octo-
ber quarter would be better than
expected, as its diverse business
and cost cuts help to weather
the slumping economy. Page 6

n Medvedev warned that the
crisis gripping Russia’s markets
has spread to the real economy
and pledged more state aid for
stricken industries. Page 10

n U.K. inflation slowed in Octo-
ber for the first time in 14
months, in a rare piece of eco-
nomic good news. Page 10

n U.S. producer prices logged a
record drop in October. Page 12

The hijacking of a Saudi oil
tanker off the coast of Kenya
will increase insurance and se-
curity costs for shippers and
force more vessels to take a
safer but slower route around
Africa, shippers and insurers
say. Meanwhile, in another at-
tack, a Hong Kong ship laden
with wheat headed for Iran was
hijacked in the Gulf of Aden,
China’s state media said. Page 1

n NATO troops in eastern Af-
ghanistan fired artillery rounds
at insurgents inside Pakistan in
an attack the alliance said was
coordinated with Islamabad.

n Iraq’s government formally
set a date of Jan. 31 for long-
awaited provincial elections.
n Obama is facing a confronta-
tion with the Pentagon over how
fast to withdraw U.S. forces from
Iraq, with some officers arguing
for a slower drawdown. Page 12

n Obama and McCain discussed
areas where they have found
common ground: immigration,
climate change and the Guantan-
amo detention facility. Page 11

n France said it will host a Jan-
uary meeting of world leaders
and experts to look for ways out
of the global financial crisis.

n The Kremlin is grappling
with growing opposition in the
military to a sweeping over-
haul of Russia’s armed forces.

n Protestant and Catholic lead-
ers in Northern Ireland ended
a five-month deadlock by agree-
ing to form a Justice Department
to oversee the police and courts.

n Croatia won the right to sue
Serbia for genocide after the
U.N.’s highest court ruled it has
the power to decide the case.

n A court in Siberia postponed
until Dec. 12 the hearing of Nor-
wegian firm Telenor’s appeal of
a judgment involving its stake
in Vimpel Communications.

n The first trial at the Interna-
tional Criminal Court will begin
in January, in the case of an al-
leged Congolese warlord charged
with recruiting child soldiers.

n Congolese rebels said they
were pulling back forces to al-
low talks with the army.

n Israeli tanks pushed into
southern Gaza, drawing mortar
fire from Palestinian militants.

Yahoo faces
cloudy future
as Yang exits

As pirates hit shippers,
insurance rates will rise

Editorial&Opinion

Traders battle for share
of shrinking bonus pool
Banks face a conflict:
risk more regulation
or loss of vital staff

Pakistan’s IMF package
Bailing out an Islamic nuclear
state with a terrorist problem
is a delicate task. Page 13

By John W. Miller

The seizure by pirates of a Saudi
oil tanker far off the coast of Kenya
could enlarge the “war risk” zone that
already is lifting insurance costs for
hundreds of ships crossing the busy
Gulf of Aden, further raising the cost
of piracy to worldwide shipping.

More vessels are taking a much
longer route around the southern tip
of Africa to avoid the increasingly
dangerous Gulf, shippers and insur-
ers say—but the seizure of the Saudi
tanker may undercut that strategy.

The attack on the MV Sirius Star
occurred hundreds of miles from
shore in an area thought to be beyond
the reach of pirates. It targeted a

1,080-foot long ship laden with $100
million of oil.

The boldness of the attack may
prompt insurers to require special in-
surance to cover travel across a much
greater area of water. It also could en-
courage shippers to hire more on-
board security for their vessels, which
many have resisted for fear of escalat-
ing armed conflicts with the pirates.

“This could be a game-changer,”
says Peter Hinchliffe, maritime direc-
tor of the London-based Interna-
tional Chamber of Shipping.

Pirates attacked in the Gulf of
Aden again Tuesday when a Hong
Kong cargo ship laden with 36,000
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What’s News—
Business & Finance World-Wide

Danger 
at sea
Pirates 
attacks are
increasing, 
especially in 
Somalia's 
Gulf of Aden.
Reported 
incidents:

Full-year
2007

Jan. to Sept.
2008

Total: 31 Total: 199

Other: 89

Somalia: 63

Nigeria: 24

Indonesia: 23

Source: International Maritime Bureau
Photo: Associated Press

Somali pirates in small 
boats alongside the 

Ukrainian-operated ship 
"MV Faina." The ship
laden with tanks and 
heavy weaponry was 

hijacked in September.

Why Europe, Asia outpace
Detroit in car-resale value
NEWS IN DEPTH | PAGES 16-17

A Merrill dispute shows
perils of serving superrich
MONEY & INVESTING | PAGE 19

By Ann Davis

Behind headlines of record
losses, a small group of Wall Street
traders on commodities, currencies
and interest-rate trading desks have
made huge profits for the banks that
employ them. That is setting up a
scramble as traders vie for dwin-
dling pools of bonus money once
heaped on such top performers.

So far, they look to be on the los-
ing side of the trade. Top officers at
Goldman Sachs Group Inc., UBS AG,
Deutsche Bank AG, and Barclays
PLC all are forgoing bonus pay-
ments for 2008. Even “best-in-
class” front-line employees now
face a much darker pay outlook,
with bonuses expected to fall by 10%
to 20%, according to search firm Op-
tions Group. It projects that bo-
nuses overall will drop 25% to 50%.
UBS, meanwhile, is crafting pack-

Please turn to page 2

Money & Investing > Page 19

By Jessica E. Vascellaro

And Joann S. Lublin

The impending exit of Yahoo Inc.
Chief Executive Jerry Yang leaves
much unresolved for the Internet
company, which has been fighting a
battle to remain independent for
months. The move could pave the
way for Yahoo to complete a deal
with Microsoft Corp., which both
had explored as a way to more effec-
tively compete with Web-search gi-
ant Google Inc.

Mr. Yang will step down after the
company finds a successor, closing
a short, tumultuous tenure in which
he tried to save the firm he co-
founded only to see it lurch from dis-
appointment to disappointment.

Yahoo Chairman Roy Bostock
and Mr. Yang, who will stay on as a
senior executive and board member,
have been discussing the possibility
the CEO might step aside for weeks,
said people familiar with the mat-
ter. Yahoo directors hope to find Mr.
Yang’s successor by the first quar-
ter of 2009, according to one person
familiar with the matter.

Microsoft had offered $31 a
share for Yahoo on Jan. 31, which Ya-
hoo’s board rejected. In Tuesday af-
ternoon trading, Yahoo shares were
up 7.2% at $11.40 each on the Nasdaq
Stock Market.

Meanwhile, Mr. Yang’s strategy
of keeping Yahoo independent has
faced a number of new roadblocks.
Google abandoned a pending search

Please turn to back page

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8424.75+151.17 +1.83
Nasdaq 1483.27 +1.22 +0.08
DJ Stoxx 600 201.91 +1.55 +0.77
FTSE 100 4208.55 +76.39 +1.85
DAX 4579.47 +22.20 +0.49
CAC 40 3217.40 +35.37 +1.11

Euro $1.2639 -0.0012 -0.09
Nymex crude $54.39 -0.56 -1.02
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Barclays has thrown an-
gry U.K. institutional inves-
tors a bone—access to £500
million ($750 million) of re-
serve capital instruments.
Those securities, with a gen-
erous 14% coupon, were
originally issued to Middle
Eastern investors as part of
the bank’s £7 billion capital
increase.

Barclays needed to tweak
the deal’s terms to avoid an

embarrassingly large protest
vote at next Monday’s share-
holders meeting, called to
approve the capital raising.
Such a rebellion would have
dented the bank’s deal-mak-
ing reputation. An outright
rejection would have thrown
Barclays on the mercy of the
British government.

The decision by Bar-
clays’s board to put itself
up for re-election is only

symbolically important.
Come April next year, when
the directors’ terms will be
up, the fuss over the latest
capital increase should have
blown over. But Barclays,
digesting its purchase of
Lehman Brothers’s U.S. as-
sets and eyeing growth in
emerging markets, needs to
demonstrate its strategy is
the right one amid a global
slump. Otherwise, the jobs

of the bank’s top executives
will be on the line anyway.

CEO John Varley and his
team have won some breath-
ing space by agreeing to a
moratorium on boardroom
bonuses for 2008. But in
the teeth of a vicious indus-
try downturn, Barclays
can’t expect the meaty re-
turns needed to justify pay-
ing big bonuses any time
soon. —Sean Walters

Yahoo’s board has distin-
guished itself only by its
missteps in the past year.
Now, with the belated move
to replace Jerry Yang, it has
a chance to make a fresh
start.

Yahoo shareholders need
to be realistic. Even a ge-
nius chief executive would
struggle to take the stock
back to the 30s, where Mi-
crosoft made a bid. But the
right executive should be
able to get some significant
upside from the recent
$10-$12 range.

That isn’t to say anyone
buying in Tuesday’s rally
should expect a quick profit.

It could take Yahoo’s board
months to bring in a new

CEO. The appointee could
take as long to figure out the
right strategy—sell, break up
or build.

A short-term sale of the
entire company doesn’t look
to be in the cards. Even if Mi-
crosoft was willing to rebid,
it likely wouldn’t do so until
it is clear how friendly the
new administration in Wash-
ington will be to mergers.

Nevertheless, the stock is
cheap around $10-$12. For
starters, on Sept. 30, Yahoo
had roughly $2.35 a share in
cash and short-term invest-
ments. Its Asian investments
are probably worth another
$3.50 or so a share, assum-

ing a 30% discount on the
$5.16-a-share value recently
put on the investments by
Jefferies & Co.

Jefferies estimated the
value of Microsoft’s pro-
posed search deal in July
was $8 a share, while Ya-
hoo’s display-ad business
was worth at least another
$3.84. Even assuming those
estimates are optimistic, it
isn’t hard to get to $15 for
Yahoo.

That is a big haircut from
Microsoft’s offer. But for
those still willing to be pa-
tient, a new CEO should be
able to create some value.
 —Martin Peers

Barclays board’s strategy is what counts, not its pay

France’s new foreign elite
Running a big company

in France isn’t what it used
to be. In recent weeks, dis-
gruntled shareholders have
put pressure on directors to
eject three underperform-
ing CAC-40 chief execu-
tives, replacing them not
just with corporate outsid-
ers but with foreigners.

Alcatel-Lucent, Sanofi-
Aventis and now Carrefour
have new Dutch, German-Ca-
nadian or Swedish CEOs in
situ or about to join. Never
have so many CAC-40 compa-
nies had non-French bosses.

This belatedly reflects
French companies’ transfor-
mation over many years
into genuinely multinational
enterprises. Executive ac-
countability, and the rigor
expected of boards seeking
the best candidates for the
top job, are finally reaching
international standards.

The trend is touching com-
panies outside France’s
CAC-40 index. Under pres-
sure from activist sharehold-
ers, IT-services company
Atos Origin Monday tapped
ex-French Finance Minister
Thierry Breton as CEO.

This is a far cry from the
revolving doors of old,
where France’s elite would
slip from senior government
jobs into top private-sector

ones and back again, irre-
spective of performance. Mr.
Breton has been angling for
a CAC-40 job since leaving
government in 2007. But de-
spite a reputation as a Mon-
sieur Fix-It, he has ended up
at a company whose market
capitalization is a mere Œ1
billion ($1.27 billion), com-
pared with the Œ50 billion of
his previous private-sector
employer, France Télécom.

This being France,
though, it’s unlikely the for-
eign investors pushing for
corporate reform would
have gained such traction
without French allies.
Change came to Atos Origin
after French private-equity
firm PAI Partners joined
forces with London-based
Centaurus and U.S. fund Par-
dus. And Colony Capital, a
U.S. investment firm, teamed
up with Groupe Arnault, the
investment company of lux-
ury-goods magnate Bernard
Arnault, at Carrefour and ho-
tel group Accor.

France’s new CEOs serve
as a warning to any French
executives dillydallying over
cutting costs and selling as-
sets to weather the down-
turn. If you don’t do it, the
board is increasingly likely
to find someone who will.
 —Matthew Curtin

Yahoo CEO and co-founder Jerry Yang, whose departure could clear the way for a
deal with Microsoft, addresses a conference in London this month.

Yahoo faces uncertainty as Yang steps aside

Yahoo can make a fresh start

NEW DELHI—The Indian govern-
ment may spend more to stimulate a
slowing economy as the global finan-
cial crisis threatens to stall growth,
Finance Minister P. Chidambaram
said, hinting at softer interest rates
to spur industrial output.

“The extra spending in the supple-
mentary budget is a fiscal stimulus. If

ministries can spend that amount, we
can look at allocating more money.
I’m confident that they will be able to
spend the money,” he said at a news
conference. Last month, the govern-
ment received parliament’s approval
to spend 1.05 trillion rupees ($21.3 bil-
lion) more than it estimated for the
year ending March 31.

The government, whose policy
bias has shifted to growth as inflation
has ebbed, is open to taking fiscal mea-
sures, if needed, to aid some indus-
trial sectors, Mr. Chidambaram said.

India on Tuesday imposed im-
port tax of 5% by value on some pig
iron and steel products, to temper
supplies of cheaper imports.

“For the past four years, the In-
dian government has delivered high
growth with moderate inflation. In
the fifth year too, we will balance
growth and inflation, but the bias
right now is in favor of stimulating
growth,” Mr. Chidambaram said dur-
ing a discussion at the India Eco-
nomic Summit earlier Tuesday.

For the week ended Nov. 1, India’s
annual wholesale price index-based in-
flation rate was 8.98%, falling below
10% for the first time since May.

India may raise
spending to lift
slowing economy

deal with the company earlier this
month amid regulatory concerns.
And talks over a possible merger
with Time Warner Inc.’s AOL—
which are ongoing—failed to
progress.

For months, Mr. Yang has been
taking a beating from investors as
concerns from inside and outside
the company that he wasn’t the
right person to help Yahoo make
painful strategic choices continued
to mount. Activist investor Carl
Icahn said he would replace Mr.
Yang as CEO if his proxy campaign
succeeded. After Yahoo agreed to a
truce with Mr. Icahn, allowing him
to join the board, resentment lin-
gered.

Mr. Yang received the support of
only 66% of shareholder votes cast
at the company’s annual meeting.
He stayed on, arguing that he was
the best person to help Yahoo turn
itself around. That became more dif-
ficult as the board was unwilling to
abandon the notion that a deal with
Microsoft could yet be struck, said
people familiar with the matter.
And while Mr. Yang isn’t opposed to
a deal, and recently said publicly
that he thought Microsoft should
try to buy Yahoo, his relationship
with Microsoft has been strained.

A person familiar with Microsoft
Chief Executive Steve Ballmer’s
thinking said that Mr. Ballmer is
still interested in buying Yahoo’s
search business, which could help
the software company with the criti-
cal task of ratcheting up its market
share against Google. But Mr. Ball-
mer is in no rush, this person said,
and will likely wait until a new Ya-
hoo chief executive is named before
making any new entreaty.

The current economic turmoil
might strengthen Microsoft’s hand

because Yahoo is dependent on ad-
vertising revenue, which has fallen.
Microsoft has a broader range of
businesses with which to weather
rough economic waters.

Mr. Yang was one of the pioneers
of the Web, founding Yahoo with his
friend David Filo when both were
graduate students at Stanford Uni-
versity. When the company went
public in 1996, the mild-mannered
Mr. Yang rode its success, becoming
a Silicon Valley legend. When the In-
ternet bubble burst earlier this de-
cade, Yahoo endured with a home
page and set of accessible features
in mail, finance, chat and other ser-
vices that hundreds of millions of
people turn to each day. But he over-
saw the Web giant from the side-
lines as a key adviser to a series of
seasoned managers. Then, in June

2007, he swooped in to take the
helm amid fierce competition for on-
line advertising.

News that the board had begun a
search to replace Mr. Yang was re-
ported Monday evening by AllTh-
ingsD, a Web site owned by Dow Jones
& Co., publisher of The Wall Street
Journal. Yahoo’s board members have
chosen executive-search firm Heid-
rick & Struggles International Inc. to
find Mr. Yang’s successor.

The board is likely to consider Su-
san Decker, Yahoo’s president, said
people familiar with the matter. In-
vestor dissatisfaction with Ms.
Decker and perception of her as part
of the old guard means she’s not
likely to be Mr. Yang’s replacement,
according to one informed individ-
ual. Ms. Decker couldn’t be reached
for comment.

Microsoft’s Mr. Ballmer has re-
peatedly said in public in recent
weeks that his company has no inter-
est in acquiring Yahoo and that the
two aren’t engaged in talks about a
transaction. However, Mr. Ballmer
did signal last month that a nar-
rower deal between the companies,
perhaps involving a Microsoft acqui-
sition of Yahoo’s search engine,
could make sense.

People familiar with Microsoft’s
thinking have said support remains
within the company for a Yahoo
search deal, but that other factors,
such as the souring economy and an
expected change in the ranks of anti-
trust officials with the new presiden-
tial administration next year, could
affect the timing of any Microsoft ac-
tions.

Mr. Yang’s departure gives the
two sides a chance for a fresh start.
After Microsoft’s initial bid, Mr.
Yang responded a month later with
a note to his shareholders that said
the bid “substantially undervalues”
the company. With that he left Mi-
crosoft to stew.

When those talks started in ear-
nest weeks later, Mr. Yang told Mr.
Ballmer that he wasn’t authorized
to cut a deal. In following weeks, Ya-
hoo’s board authorized Mr. Yang to
sell the company, and in early May,
he and his co-founder Mr. Filo met
Mr. Ballmer in Seattle to discuss the
details. Soon after Mr. Yang re-
turned to California late that day,
Mr. Ballmer called to say he was
dropping Microsoft’s offer. People
familiar with the matter say Mr.
Yang was stunned.

A Microsoft spokesman said the
company had no comment on the
change in Mr. Yang’s role.

 — Robert A. Guth, Nick Wingfield,
and Matthew Karnitschnig
contributed to this article.
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ages that withhold short-term pay if
long-term bets go sour.

The top traders’ final bonuses
will be an important acid test for
Wall Street’s once-proud pay-for-
performance culture. Shaken by the
global financial crisis and increas-
ing government oversight, banks
are groping with a new way of doing
business: Pay out huge sums and
risk public ire and perhaps more gov-
ernment intervention. Pay too little,
and tempt defections or insurrec-
tion from the few people who are
driving this year’s profits.

Around Wall Street, “I know a cou-
ple guys who’ve been told, ‘We’ll take
care of you.’ But they call me every
day because they worry that, ‘Hey,
they’re going to screw me,”’ said
Gustavo Dolfino, president of finan-
cial-services executive-search firm
WhiteRock Group. “The only guys pro-
tected are the guys with a contract.”

Indeed, not all of Wall Street is in
the red. The rough-and-tumble com-
modity markets, for example, deliv-
ered a much-needed assist to Mor-
gan Stanley and Goldman.

The two banks are struggling
with declining stock prices and ques-
tions about their long-term busi-
ness models. But the firms’ little-
publicized commodity-trading
desks could add perhaps as much as
$1.5 billion to each firm’s 2008 bot-
tom line, say people familiar with
their results. That could potentially
contribute as much as a third of
Goldman and Morgan’s projected
net income. (Wall Street firms don’t

break out results from their com-
modities business.)

The year’s three hottest trading
areas—commodities, currencies and
interest rates—generally are housed
within banks’ fixed-income trading
divisions, which also typically in-
clude the hard-hit mortgage-trading
and credit-derivative products. That
is dragging down potential compen-
sation for even the best performers.

That doesn’t sit well with consis-
tently profitable divisions. While
Morgan Stanley’s chief financial of-
ficer cited the commodities-trading
group on an analyst call this year as
one of the bank’s “two top busi-
nesses,” some traders in the unit in
the past have argued that the com-
modities group is undercompen-
sated relative to its contribution.

Michael Karp, the chief execu-
tive of Options Group, says he is tell-
ing many high-performing traders
that “if they are flat from last year,
they should be pretty excited, even
if they’ve had a much better year.”
The very best traders at top-tier
commodities and currency desks
made $10 million to $20 million or
more last year, he says. At the next
level down, traders who brought in
$100 million in revenues might have
made $4 million to $5 million.

Generally, traders look for bo-
nuses of up to 10% of profits they
made for a firm, with adjustments
for the performance of the unit and
the overall firm. This year, an oil
trader who brought in several hun-
dred million dollars or more in reve-
nues to his firm might still get $20

million, but much more of it will be
in stock. Mr. Dolfino says star for-
eign-exchange traders who ex-
pected to make $25 million this year
after earning the firm $250 million
may get less if it isn’t clear the feat
can be repeated without the use of
borrowed money.

Access to the firm’s capital has
been a key element to the returns of
Morgan and Goldman, who have led
a virtual duopoly in this commodi-
ties-trading business for more than
two decades. In its fiscal year ending
this month, Morgan Stanley’s com-
modities business is set to record
$2.5 billion to $3 billion in net reve-
nue, before compensation costs and
taxes, several people familiar with
its results say. Goldman Sachs, the
other dominant Wall Street commod-
ity dealer, could also make as much
as $3 billion in net revenue, say peo-
ple familiar with its results.

The third-largest commodity
dealer, Barclays Capital, a unit of
Barclays, also is moving toward a
record year of $2.2 billion or more
in net revenue, say others familiar
with its performance. Its year ends
in December.

Commodities operations help air-
lines manage fuel costs, sell invest-
ments pegged to raw-materials
prices and speculate with firm
money on gyrating oil, metals and
grains.

Many firms’ foreign-exchange
and interest-rates groups—which
act as brokers for clients managing
currency and interest-rate risks and
make bets in those markets them-
selves—also are expected to post
stellar results, say people familiar
with the matter.

J.P. Morgan, for example, said its
19% increase in fixed-income mar-
kets revenue for the third quarter

was “driven by record results in
rates and currencies,” along with
strong performance in credit trad-
ing, emerging markets and commod-
ities.

Yet the world’s banks are keen
not to appear to be funneling billions
of dollars in government aid into bo-
nuses, especially with government of-
ficials sending subpoenas over bo-
nus plans. Earlier this week, New
York Gov. Andrew Cuomo urged Citi-
group Inc.’s top brass to decline bo-
nuses. Goldman’s general counsel
Gregory Palm told a Senate commit-
tee last week that payouts to his
firm’s employees will be “dramati-
cally affected” by the financial tur-
moil.

UBS, the European bank hardest
hit by the financial crisis, says that
next year, about 2,000 of its 8,000
employees will be labeled as “risk tak-
ers.” They will receive variable cash
and share bonuses, with the cash
component paid out over several
years and a provision to deduct from
it during that period if company or in-
dividual performance is poor.

But docking pay for big produc-
ers can be risky. Deutsche Bank fi-
nance chief Stefan Krause recently
told analysts that bonuses would be
down but added: “We need good peo-
ple that develop profitable business
and generate revenues. So we will
not do anything that really harms
our platform.”
 —Joann Lublin, Joanna Slater

and Dana Cimilluca
contributed to this article.
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Bare bonus
Bonus payments for select Wall Street jobs

Managing director in
investment banking

Commodities trading
managing director

Foreign exchange trading 
managing director

First-year investment
banking analyst

$900,000 to $1.1 million

$3 million to $4 million

$1 million to $1.5 million

$30,000 to $40,000

down 55%

down 25%

down 15%

down 50%

PROFESSION 2008 BONUS
CHANGE

FROM 2007

Note: 2008 average bonus estimates for global investment banks    Source: Options Group

Steelmaker ArcelorMittal sus-
pended some raw-material deliver-
ies in accordance with production
cuts announced Nov. 5. A Corporate
News article on the steel industry
Tuesday incorrectly said the suspen-
sion of raw-material deliveries was
announced Nov. 5.
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tons of wheat headed for Iran was hi-
jacked, China’s Xinhua news agency
reported.

The fate of the Sirius, now an-
chored near Harardhere, Somalia, re-
mained unclear Tuesday evening.
The North Atlantic Treaty Organiza-
tion and the U.S. Navy’s 5th Fleet said
they would keep four warships in the
Gulf of Aden, off the coast of war-torn
Somalia on Africa’s horn, where most
attacks have occurred.

“At this time, Vela is awaiting fur-
ther contact from the pirates in con-
trol of the vessel,” said Dubai-based
owner Vela International, shipping
arm of state oil company Saudi
Aramco.

Shipping insurances rates are a
closely guarded secret, negotiated
separately for every trip. Shippers
say they pay anywhere from $2,000
to $50,000 a day to cover everything
from accidents and oil spills to pirate
attacks and deaths on board. The to-
tal cost of running an oil tanker, in-
cluding fuel, is between $10,000 and
$50,000 a day.

If attacks continue, insurers will
continue raising rates for ships mak-
ing the three-day trek through the
Gulf of Aden and the Suez canal until
governments prove they can clamp
down on the pirates, says Simon
Beale, an underwriter with Amlin Plc,
a London-based underwriter.

An estimated 300 merchant ships
are in the Gulf of Aden at any one
time, according to the International
Chamber of Shipping. Pirates attack
around one of 10 of those ships. Most
attacks are unsuccessful. Some 6,500
tankers, carrying 7% of the world’s
oil, used the route in 2007, according
to Lloyd’s Maritime Intelligence Unit.

In May, insurers declared the Gulf
of Aden a “war-risk” zone. Shippers
making the three-day trip pay a “war-
risk premium” of tens of thousands
of dollars per day, say insurance and
shipping companies. That could now
be extended. “The jury’s still out on
whether to declare the Cape route a
war-risk zone,” says Brendan Flood,
an underwriter for Hiscox, a syndi-
cate of Lloyd’s of London.

Hiscox recently started offering
additional kidnapping and ransom in-
surance for $12,000 to $19,000 per
trip through the Gulf of Aden. The
company wouldn’t say if anyone had
bought the new policies.

Somalian pirates have collected
an estimated $30 million in ransom
payments this year, according to the
International Maritime Bureau.

The Sirius attack could also force

up crew wages for more ships, ship-
pers say. Cyprus-based Interorient
Marine Services already pays a 100%
salary bonus for every day spent in
the Gulf of Aden, says General Man-
ager Peter Bond.

Interorient trains its captains and
crew on how to avoid pirates. Last
month, when one of its tankers was
attacked, captain Russell Davies in-
creased the ship’s speed and drove
S-patterns until a Spanish ship ar-
rived. “The pirates’ bullets were go-
ing ‘ping’ off the side,” he says.

Mr. Davies says he would wel-
come an armed presence on board, as
some governments have urged. Insur-
ers and shippers say they oppose arm-
ing crew because that would put the
ship in more dangerous situations.

Interorient is looking into hiring li-
censed security guards, who would
cost approximately $60,000 per trip,
says company security officer Annes
Lind. “It’s no secret the whole indus-
try is looking into this,” says Mr.
Hinchliffe of the ICS.

The slowdown in global trade and
the financial crisis have depressed
shipping prices so much that ship-
pers say they will have to eat most of
the extra costs instead of passing
them on to their customers.

Container vessels, which carry
most trade in manufactured goods,
sail too high off the water for pirates
to board and are relatively fast, travel-
ing on the open sea at about 25 miles
per hour. “We’re too fast for the pi-
rates,” says Eve Leporq, a spokes-
woman for Cma-Cgm, the world’s sec-
ond biggest container shipper.

The slower-moving tankers and
dry bulk vessels that carry oil, chemi-
cals, coal, wheat and other commodi-
ties have more to fear. Odfjell SE, a
Norwegian company with 100 chemi-
cal tankers, says it is now diverting
all its vessels around Africa, at an ex-
tra cost of $30,000 a day. The route
adds five days on a run from Asia, and
10 days from the Middle East.

The company, however, will save
on the $200,000 fee the Egyptian gov-
ernment charges to use the Suez ca-
nal. “We’re hoping if other companies
join us, we can put enough pressure
on the Egyptian and other govern-
ments to solve this problem,” says
Chief Operating Officer Jan Hammer.

Rob Lomas, secretary general of
London-based Intercargo, a lobby
group, says more shippers will start
going around the Cape. “We’re get-
ting calls every day about this.” Na-
tional shipping associations plan to
step up a campaign for more protec-
tion off the East African coast, he
says.

Continued from first page

Piracy to raise insurance rates

Chip maker Spansion files suit
against Samsung to block imports

FROM PAGE ONE

By Don Clark

Spansion Inc., a maker of mem-
ory chips going through tough
times, is launching high-stakes liti-
gation against Samsung Electron-
ics Co. that seeks to block U.S. im-
ports of some hit products, includ-
ing iPods and BlackBerrys.

In a lawsuit in federal court in
Delaware and a complaint with the
U.S. International Trade Commis-
sion, the company accuses Samsung
of violating Spansion patents cover-
ing technologies used in flash mem-
ory, a variety of chip that is a main-
stay in portable devices like music
players, digital cameras and comput-
ers.

Spansion’s ITC complaint also
names users of Samsung’s flash
chips, including iPod-maker Apple
Inc., Research In Motion Ltd.

(which makes BlackBerry devices),
Lenovo Group Ltd., Sony Corp. and
Sony Ericsson, a joint venture of
Sony and Telefon AB L.M. Ericsson.
The company estimates that the or-
der it is seeking from the agency
would block imports of more than
100 million products a year.

Spansion’s moves continue a
rash of patent battles between high-
tech companies. Many plaintiffs
have chosen to take their disputes
to the ITC, because the agency often
moves more quickly than federal
courts and regularly imposes im-
port bans that create pressure on de-
fendants to settle cases.

Still, a ruling typically takes 12 to
16 months, estimated Lyle Vander
Schaaf, a Bryan Cave LLP attorney
who worked at the ITC.
 —Yukari Iwatani Kane and In-Soo

Nam contributed to this article.
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By Leila Abboud

Alcatel-Lucent SA said it
reached a preliminary agreement to
sell its stake in defense-electronics
company Thales SA to French con-
glomerate Dassault Group, a move
that could help the telecom-equip-
ment maker better withstand the
economic downturn.

If completed, the deal, under
which Dassault would pay about Œ1.5
billion ($1.9 billion) for the 20.8%
stake, would boost Alcatel-Lucent’s
cash holdings at a time when its new
chief executive, Ben Verwaayen, is
trying to return the company to
profit. And it could help boost inves-
tors’ confidence in Alcatel-Lucent as
it braces for a downturn in which

sales and profit
will be under
pressure, said Ri-
chard Windsor,
technology-in-
dustry specialist
atNomuraSecuri-
ties.

“If the worst-
case scenario of a
long recession
comes to pass,
the bigger your
cash pile, the

longer you can hang on,” he said.
Alcatel-Lucent hasn’t turned a

profit since it was formed by the
mergerofAlcatelSAofFranceandLu-
cent Technologies Corp. of the U.S. in
December 2006. The company has
struggled to integrate its operations
andcutcosts,inthefaceoftoughcom-
petition from low-cost Asian manu-
facturers of telecommunications
gear and Swedish mobile-phone rival
Telefon AB L.M. Ericsson.

Selling the Thales stake repre-
sents one of the biggest moves so far
by Mr. Verwaayen, who was brought
in in September to turn the company
around. Last week, he reorganized
Alcatel-Lucent’s management struc-
ture and named new executives to
run key divisions, such as the Ameri-
cas. Alcatel-Lucent’s stake in Thales
isn’t central to its main business of
researching and developing equip-
ment for mobile- and fixed-line
phone networks. It is largely a hold-
over from its days as a larger indus-
trial conglomerate.

For Dassault, the deal would
strengthen its aviation unit, which
makes fighter jets and high-end pri-
vate planes. But it also could alter the
French defense-industry landscape
by giving a boost to Dassault’s avia-
tion unit against rival EADS NV, the
Franco-German parent of Airbus.
Some analysts had speculated that
EADS, too, had been interested in Al-
catel-Lucent’s Thales stake. Dassault
makes the French Rafale warplane,
which competes against the multina-
tional Eurofighter made by EADS.

Even so, Thales and Alcatel-Lu-
cent sometimes work together on
projects, including an Œ80 million
contract they recently won to build
data systems for Poland’s highway
network. Mr. Verwaayen told inves-
tors not long ago that Alcatel-Lucent
would continue to team up with Tha-
les where it made sense, even if it
wasn’t a shareholder.

Alcatel-Lucent and Dassault re-
leased a joint statement saying they
had agreed to a price of Œ38 for each
Thales share. That represents a
more than 25%premium to their clos-
ing price Monday. The deal requires
approval by French regulatory au-
thorities and labor organizations at
the companies.

Carrefour taps Nestlé executive as CEO
Giant French retailer
responds to pressure
from big shareholders

Ben Verwaayen

Facing pressure from major
shareholders, France’s Carrefour
SA named a senior Nestlé SA execu-

tive as chief executive, looking to im-
prove sales at home and abroad

amid a global spending slowdown.
Lars Olofsson, who had been

Nestlé’s strategy and marketing
chief, will need to steady the giant
chain after a series of boardroom
changes. He succeeds José Luis Du-
ran, who departs after three years
as CEO under pressure from major
Carrefour shareholders U.S. private-
equity firm Colony Capital LLC and
Bernard Arnault, who is chairman
of LVMH Moët Hennessy Louis Vuit-
ton SA.

With more than 15,000 stores in
30 countries, Carrefour has strug-
gled for years to make its sprawling
and decentralized operations more

nimble and responsive to consumer
tastes.Carrefour’ssalesofŒ92.27bil-
lion ($116.72 billion) last year made it
the world’s second-biggest retailer,
behind Wal-Mart Stores Inc.

Mr. Olofsson, a 32-year-veteran
at Nestlé, has never worked at a re-
tailer. But his experience could help
Carrefour in key areas. He spent
more than half his career in France,
Carrefour’s biggest current head-
ache. While at Nestlé, he worked on
fending off deep-discount stores.
Carrefour faces that challenge as
well.

Mr. Duran’s fate has been uncer-
tain since March 2007, when Mr. Ar-

nault and Colony bought into the
company. They now hold a 13.6%
stake. Representatives of Mr. Ar-
nault and Colony declined to com-
ment Tuesday.

Mr. Duran was slow to react to a
rapidly evolving industry, a person
close to Carrefour said. The com-
pany needed to sell more of its own
branded products, shift its stores
format and respond to changes in
consumer spending—all issues that
Mr. Duran failed to address quickly
enough, this person said.

Carrefour and Nestlé declined
to make Messrs. Duran and Olofs-
son available to comment.
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Alcatel to sell
stake in Thales
for $1.9 billion

By Aaron O. Patrick, Cecilie
Rohwedder and Christina
Passariello

©2008 NYSE Euronext. All rights reserved. NYSE Euronext and its affiliates do not recommend or make any representation as to possible benefits from any securities or investments, or third-party
products or services. Investors should undertake their own due diligence regarding their securities and investment practices. This advertisement may contain forward-looking statements regarding
NYSE Euronext and its affiliates. Such statements are based upon the current beliefs and expectations of management and are subject to significant risks and uncertainties. Actual results may
differ from those set forth in the forward-looking statements.

nyx.com monster.com

Monster Worldwide, Inc. (MWW) just moved up the

ladder. Monster reports an average of 100 million visits

a month and over 7 million job searches a day, making

it the premier global online employment solution for

over a decade. And now, Monster’s decided to make its

move to the NYSE—the world’s leading and most visible

marketplace. Together, with a focus on innovation,

technology and global connectivity, Monster and the

NYSE do what they do best: Bring the right people together.

THE COMPANY THAT
PIONEERED THE JOB BOARD.
NOW ON THE BIG BOARD.

T H E WA L L ST R E ET JOU R NA L . WEDNESDAY, NOVEMBER 19, 2008 3

Companies in Europe batten down hatches
Analysts say some
haven’t done enough
to ride out the storm

By William Boston

SPECIAL TO THE WSJ
BERLIN—As European real-es-

tate companies report third-quar-
ter earnings, many are not only dis-
closing weaker results but also an-
nouncing new business strategies
designed to ride out the recession.

The third quarter marked the
broader European economy’s en-
try into recession, a first for the
group of countries that adopted
the euro currency. The change in
business climate has prompted
property companies—among the
hardest-hit—to abandon ambi-
tious growth projects in favor of
plans to maximize cash generation
to pay off debt.

In the past week alone, several
companies have announced big
moves. German property group
IVG Immobilien AG dumped plans
to create a real-estate investment
trust for its office holdings, citing
unfavorable market conditions.
IVG said it would sell property val-
ued at Œ350 million, or about $443

million, to pay off debt this year.
Metrovacesa SA, the strug-

gling Spanish property group,
slashed 2009-2012 investments to
Œ212 million from a planned Œ2 bil-
lion and mothballed seven devel-
opment projects. Metrovacesa
also confirmed that its main share-
holder, the Sanajuha family, which
holds an 80% stake, is in talks to
turn control of the company over
to its creditors.

Land Securities Group PLC, the
biggest REIT in the U.K., devalued
its investment portfolio by £1.7 bil-
lion ($2.5 billion), or 12.7%, higher
than analysts were expecting, and
abandoned plans to split the diver-
sified property company into two
REITs, one focused on office and
the other on retail property.

Despite these moves, some ana-
lysts believe that real-estate exec-
utives haven’t gone far enough to
prepare for what could be an ex-
tended downturn that will
threaten the existence of many
companies.

Harm Meijer, head of J.P. Mor-
gan Chase’s European property-re-
search team, says that while some
companies have prepared for a
long slump, “many are still in de-
nial and underestimate the sever-
ity of the situation.” Mr. Meijer

said that before reality sets in,
there will have to be more “nega-
tive revaluations, loan-covenant
breaches, forced sales, dividend
cuts, equity raisings, tenant de-
faults and companies falling
over.”

One thing many companies are
reluctant to do is sell properties in
a down market. In the U.K., com-
mercial-property values fell 4.6%
in October, nearly twice the pace
in September, according to real-es-
tate services company CB Richard
Ellis. As valuations fall, compa-
nies run a greater risk of violating
their loan covenants and need to
raise cash.

Yet companies are resisting
selling prime properties because
they believe they can get better
prices in the future. Investors who
are ready to pay with cash are look-
ing to pick up good properties on
the cheap. They believe that even-
tually the pressure will force prop-
erty owners to put their assets up
for sale.

“Many of our clients are telling
us that they will just wait until
there is blood in the streets,” said
Peter Decker, a Munich-based part-
ner with law firm Gibson, Dunn &
Crutcher, who specializes in real-
estate transactions.

Even as evidence emerges that
the pain is growing, analysts say
there is still plenty of room to fall
before European property mar-
kets hit bottom.

Martin Allen, head of Morgan
Stanley’s European property-re-
search team, said in a recent re-
port that banks will remain unwill-
ing to lend money for property in-
vestments for the next 12 to 18
months. He also predicted a fur-
ther 42% fall in U.K. property-

share prices as investors grow in-
creasingly concerned about the
high leveraging of companies.

“We think that before U.K. prop-
erty shares can recover we need to
see banks make meaningful
progress in addressing their prob-
lem commercial property loans
and we need to come to the end of
what we in the property research
team at Morgan Stanley expect to
be an extremely difficult UK reces-
sion,” the report said.

One revenue stream that prop-
erty companies can control is the
income generated from their prop-
erties. The recession will eventu-
ally cause rental income to
weaken, but property owners are
now putting a greater emphasis
on optimizing income from their
properties. Some owners are in-
vesting in their buildings to lower
operating costs for tenants, which
gives owners an argument to re-
sist lowering rents.

“We look at deals from time to
time, but we’re not buying and
we’re not selling; we’re more on
the sidelines waiting to see how
things develop,” said Olivier
Elamine, chief executive of Alstria
Office REIT AG. “Our main busi-
ness plan is to optimize the use of
our buildings.”

Record fall
U.K. commercial property values
record sharp decline in October

Source: IPD U.K. Monthly Property Index for October
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Owner reserves the right to remove the property or properties from the market at any time,
and expressly reserves the right at its sole discretion to reject any or all proposals or expressions of interest in the property,

and to terminate discussions with any party at any time.

Located in North Houston
Near George Bush/Intercontinental Airport

9,000 +/- Contiguous Acres

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

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

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

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

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

Property information can be obtained by
visiting our website at:

www.rexrealestatetx.com

Roatan Beach Oceanfront
365 ft. Caribbean Frontage

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

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

cc@ebby.com

How To Purchase A Home Depot,
WalMart or US Post Office

With Your IRA
Free book and DVD reveals how my
clients purchase great commercial
real estate properties with their
IRA and profit from large cash flows
and property values all tax deferred.

Quantities Limited.
Call 1-800-471-0856 ID 2100,

no one will talk to you.

SACRIFICE SALE
500,000+/- Acres in Brazil

Contains Hardwoods-Gems, Rubies,
etc! 30 Rivers leading to Atlantic Ocean!

Original Price $300 Million.
Health/Must sell!
Only $16 Million!
Quick Closing Only.
Call 407-415-4230

FLORIDA TIMBERLAND
OPPORTUNITY
70,000+ AC for sale

One of the best timberland
investment packages with future
development potential that we have
ever offered. Make an investment in a
tangible asset.

Contact JohnWhite or Ralph Long
www.stregispaper.com

St. Regis Paper Co
478-987-9700

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

Where Real Estate
Professionals

Conduct Business

Call: 44-20-7842-9600
or 49-69-971-4280
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Eclipse Aviation secures
financing to meet payroll
By J. Lynn Lunsford

EclipseAviation Corp., a maker of
light jets that failed last week to
make its payroll amid a tightening
global credit market, said it secured
financing that will allow it to pay its
1,100 employees.

The company, which pioneered a
wave of low-price jets, is struggling
to avoid becoming a casualty of the
softening market for smaller air-
planes. In recent days, Textron Inc.’s
Cessna Aircraft Co. and Hawker
Beechcraft Corp. have announced
hundreds of layoffs as they race to
cope with the downturn. Eclipse
builds six-seat aircraft aimed at pri-
vate pilots, as well as what the com-
pany hoped would become a viable
industry of air-taxi operators.

Eclipse officials said the company
was“unabletomeetitspayrollobliga-
tions on Thursday, Nov. 13. By Friday,
officials said they had resolved the is-
sue, but the situation underscored
thedifficultythecompanyhadinrais-
ing between $200 million and $300

million in additional financing to
keep its doors open beyond Jan. 1.

An Eclipse spokeswoman de-
clined to elaborate beyond a short
statement and said company offi-
cials weren’t available for inter-
views. According to people famil-
iar with the situation, Eclipse told
its employees, suppliers and fed-
eral officials that it had trouble
meeting payroll because of a
glitch in securing financing from
investors in Europe.

In July, Eclipse officials said the
company had booked more than
2,000 orders and was turning them
out at a rate of two a day from their
facilities in Albuquerque, N.M. In
September, air-taxi operator DayJet
Services LLC, one of Eclipse’s larg-
est customers, closed its doors.

InlateSeptember,theRussiangov-
ernmentsaiditwouldinvest$205mil-
lion in Eclipse’s major shareholder,
European Technology and Invest-
ment Research Center, or ETIRC. The
bulk of the money was earmarked for
a new factory in Ulyanovsk, Russia,

that would have the capacity to build
as many as 800 Eclipse aircraft a year
to satisfy demand in Europe. ETIRC
could use part of the money to fund
continuing operations.

During an interview in late Sep-
tember, acting Eclipse Chief Execu-

tive Roel Pieper said the company
also was working with UBS AG to se-
cure additional financing. “We’re
confident that we’ll be able to get
what we need to resume normal op-
erations in 2009 and to be cash-flow
positive in March or April,” he said.

Videogame makers get the holiday spirit
Amid a slowdown, companies trim prices of consoles while adding supplies, new titles to draw a broader audience

By Yukari Iwatani Kane

As a penny-pinching holiday sea-
son looms, videogame companies
are cutting game-console prices,
beefing up supplies and releasing a
vast crop of new games in hopes of
attracting a wider audience.

In September, Microsoft Corp.
dropped the price of its Xbox 360
console to $199 from $279. Nin-
tendo Co. has increased the supply
of its popular Wii consoles by 50% in
the U.S. from last year’s holiday sea-
son, when it sold about 2.85 million
machines amid widespread short-
ages. Both Microsoft and Sony
Corp. are offering new online capa-
bilities for their consoles, such as
movie downloading.

The videogame industry is striv-
ing to keep up its momentum. Most
videogame consoles have already
been out in the market for several
years, meaning that many hardcore
gamers have purchased one. So in
addition to feeding their core con-
stituency with traditional shoot-
’em-up offerings, videogame mak-
ers have developed more “every-
man” games.

The titles, which go beyond the
typical videogame fare aimed at
young men and teenagers, feature
creative themes, such as imaginary-
world simulations, that a broader
audience might enjoy. The hope is
that more families will buy systems
and games to play together.

Yet the strategy has run head-
long into the economic downturn,
with many consumers now snapping
their wallets shut. Total sales of vid-
eogame software and hardware are
expected to rise 22% this year to $22
billion, according to Anita Frazier,
an analyst at NPD Group, a market-
research firm based in Port Washing-
ton, N.Y. That’s far slower than last
year’s 43% growth rate.

One thing working in their favor:
At $50 to $60 a pop, videogames re-
main a relatively cheap form of
stay-at-home entertainment. Here’s

a selection of some of the season’s
notable new titles:

Outside the box

n LittleBigPlanet (Sony, $59.99)
n Spore (Electronic Arts Inc.,
$29.99-$49.99)

This year, game makers are ex-
perimenting with new kinds of
games that don’t fit into any one cat-
egory but are meant for everyone.
In “LittleBigPlanet” (PlayStation 3),
users can customize a cute little
character known as Sackboy or Sack-
girl, who can run, jump, grab and
climb as he or she solves puzzles
and navigates dangers. The unique
feature of the game is that users
themselves can design new levels
and share them with other players
online.

“Spore” (Nintendo DS/PC), de-
signed by Will Wright—the creator
of “The Sims” life-simulation game

series—lets players shape the evolu-
tion of a species from tiny organ-
isms to mature creatures to space
beings that can colonize neighbor-
ing planets. Though the game is sin-
gle-player, one player’s creatures
could populate others’ worlds.

Music games

n Guitar Hero World Tour (Activision
Blizzard Inc., $49.99-$59.99)
n Rock Band 2 (MTV/Electronic
Arts, $49.99-$59.99)
n Wii Music (Nintendo, $49.99)

Music games, in which players
pretend to be rock stars, are a $1 bil-
lion-plus business that is expected
to be even bigger this year.

Though previous “Guitar Hero”
games were played with controllers
that looked like guitars, “Guitar Hero
World Tour” (Xbox 360/PS3/PS2/Wii)
also features drum and microphone
controllers. Activision also added a

“beginner” level and a “Music Studio”
feature that lets users create their
own music and share it online. In addi-
tion to selling the game by itself, Activ-
ision bundles the game with control-
lers ($89.99-$189.99), though older
guitar controllers will also work with
the game.

“Rock Band 2” (Xbox
360/PS3/PS2/Wii) cranks up the com-
petition with 84 preloaded songs, 20
free downloadable songs, and the
promise of hundreds of others that
will be downloadable for a small fee.
That doesn’t include the songs from
the original Rock Band that owners
of the game can load onto the sequel.
The second installment also has an ex-
tensive online element that allows
players in different geographical loca-
tions to play together in the same
band. Bundles of games packaged
with the controllers are available for
$189.99.

Nintendo is taking a different ap-
proach with “Wii Music” (Wii). In-

stead of appealing to your inner
rock star, it wants to bring out the
musician in everyone. The aim of
this game is to come up with the
most creative arrangements to sim-
ple, well-known songs, such as “Yan-
kee Doodle” using regular Wii con-
trollers.

Sports and racing

n Shaun White Snowboarding
(Ubisoft, $29.99-$59.99)
n Need for Speed Undercover
(Electronic Arts, $39.99-$59.99)
n Midnight Club: Los Angeles
(Take-Two, $59.99)

“Shaun White Snowboarding”
(Xbox 360/PS3/PS2/Wii/PlaySta-
tion Portable/DS/PC) was devel-
oped in collaboration with Olympics
gold medalist Shaun White. Players
can create their own characters,
which are given the freedom to
choose how and where to ride. Mr.
White appears in the game as a
friend and mentor. The Wii version
has gotten particular attention be-
cause players can stand on the Wii
Balance Board and simulate snow-
board moves.

“Need for Speed Undercover”
(Xbox 360/PS3/PS2/Wii/PSP/DS/PC)
is the latest installment of the popular
racing game series. Players, acting as
undercover cops, compete in races
and take on dangerous jobs to infil-
trate an international crime syndicate
in a fictional city.

Another racing sequel, “Mid-
night Club: Los Angeles” (Xbox
360/PS3), is a fast-paced competi-
tive street-racing game by the devel-
oper of the popular “Grand Theft
Auto” series that lets players race
through a realistic recreation of the
City of Angels. The game features a
soundtrack of 93 songs and cars
that can be customized extensively.

Action

n Gears of War 2
(Epic/Microsoft, $59.99)
n Mirror’s Edge
(Electronic Arts, $59.99)
n Left 4 Dead
(Valve/Electronic Arts,
$49.99-$59.99)
n Resistance 2
(Insomniac Games/Sony, $59.99)
n Fallout 3 (Bethesda Softworks,
$49.99-$59.99)

Serious gamers looking for a good
action game won’t be lacking for
choices this year. “Gears of War 2”
(Xbox 360) is the sequel to the criti-
cally acclaimed third-person shooter
game released two years ago, in
which the soldier characters have to
drill underground to fight an enemy
that has found a way to make holes ca-
pable of sinking an entire city.

The fast-paced “Mirror’s Edge”
(Xbox 360/PS3) features a female
courier who runs messages in a to-
talitarian regime. The character,
Faith, must rescue her sister, who
was framed for a crime, while evad-
ing the government by jumping
over obstacles, running walls and
ducking in and out of places.

Horror survival game “Left 4
Dead” (Xbox 360/PC), first-person
shooter “Resistance 2” (PS3), and the
role-playing game “Fallout 3” (Xbox
360/PS3/PC)—the latter two sequels
to popular games—are also expected
to be among this year’s hits.
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A whole new game: A scene from Epic/Microsoft’s ‘Gears of War 2’ videogame, left; the Sackboy character from Sony’s ‘Little
Big Planet’, right.
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Technicians in New Mexico
work on an Eclipse light jet.

4 WEDNESDAY, NOVEMBER 19, 2008 T H E WA L L ST R E ET JOU R NA L .

Property companies
push moves to ride
out slump. Page 30

Google, Facebook’s
warring festivities.
WSJ.com/BizTech

Frozen moments: VideoSurf clips content
Site can ‘see’ images
to sort for relevance;
filmstrip scenes

Detroit continues to lag behind Asian and
European competitors in car resale value,
an important consumer gauge. Page 16

By Katherine Boehret

W
EB VIDEO has trans-
formed the way the
Internet is used, but
finding the exact
clip you want can be

incredibly hard. And it’s no wonder,
considering that sites like YouTube
conduct their hunts by looking at a
clip's “contextual metadata”—tags,
video title and description—and
thus can often be misled by false in-

formation. So you
can search for a
video featuring
President-elect
Barack Obama and

end up with a video “tagged” with
“Obama” but is really of someone in
their basement talking about fish-
ing.

This week I tested VideoSurf.
com, a site that claims to be the first
to search videos by “seeing” images
that appear in these videos. The
company says its technology can an-
alyze a clip’s visual content, as well
as its metadata—especially when
searching for people. VideoSurf has
analyzed and categorized more
than 12 billion visual moments on
the Web to understand who the
most important characters and

scenes are in a video, and it uses this
knowledge to sort clips according to
relevancy.

Search results on VideoSurf
spread out videos in a filmstrip-like
format, distinguishing one scene
from the next. Users can choose an
option to show only faces, which
helps if you’re looking for a specific
person in a long video or movie. And
when looking at videos from certain
sources, you can select a scene from
the filmstrip and jump ahead to that
scene rather than sit through the en-
tire clip.

When it works, VideoSurf is one
of those technologies that make you
wonder why someone didn’t think
of it sooner. The site aggregates con-
tent from about 60 sources, includ-
ing YouTube, CNN Video, Hulu,
ESPN and Comedy Central, and a
sorting tool weeds out unwanted re-
sults like the irksome slideshows
that are labeled as videos. Video-
Surf can find videos on all kinds of
subjects, but it really shines when it
finds well-known people.

But VideoSurf has some rough
edges and doesn’t always work as it
should. In its defense, the site is still
in its public beta, or trial, stage, and
plans to be full-blown by early next
year. Right now, one of its best fea-
tures, the ability to jump ahead to
specific scenes, only works with
video from a handful of sources in-
cluding YouTube, MetaCafe, Daily-
Motion and Google Video. Videos
from Hulu.com confusingly only al-
low jumping ahead from certain

screens.
Additionally, I came across a cou-

ple of videos that were no longer
available, though they were listed in
search results. And a customizable
VideoSurf home page for users with
accounts on the site saves searches
but not specific clips; VideoSurf
plans to fix this next week by adding
a favorites page where users can
store and share favorite videos with
others.

Still, I really grew to like Video-
Surf’s clear way of displaying con-
tent that would be otherwise buried
within videos. Rather than trying to
guess a video’s contents by looking
at a single representative image,
VideoSurf’s filmstrip views showed
me exactly what I’d be watching. In
many cases, I viewed a video I might
not have otherwise watched be-
cause its filmstrip showed shots of
scenes that looked interesting.

On the left-hand side of the
search results page, VideoSurf us-
ers can narrow results according to
Content Type, Categories and Video
Sources to see just what they’re
looking for—or often more impor-
tantly, what they’re not looking for.
Content Type, for example, includes
slideshows, Web series, full televi-
sion episodes and full movies; vid-
eos in a particular category can be
included exclusively or not at all by
marking boxes beside each.

Most search-results pages in-
clude tiled still images at the top rep-
resenting the characters in the vid-
eos. By selecting one of these charac-

ters, search results can be refined to
show only videos with that charac-
ter. For example, I typed the title of
a favorite television show, “Broth-
ers and Sisters,” into the search box
and saw the names and images of
seven actors on the show at the top
of the screen. I selected Sally Field
and was redirected to results of vid-
eos featuring only the mother she
plays on the show.

I used VideoSurf to search for Be-
yonce’s “Single Ladies” music
video, and then changed the date pa-
rameters to find only videos posted
this week. This retrieved a Saturday
Night Live skit in which the pop
singer spoofs her own video with
help from three men in tights—in-
cluding Justin Timberlake. While
watching the SNL skit, a list of re-
lated videos appeared in a column
on the right, including clips of J.T.’s
past SNL skits.

Occasionally, annotations ap-
pear on videos, but these come from
the source—not VideoSurf. If over-
laid text appears on YouTube vid-
eos, it can be turned off using an
icon in the bottom right of the You-
Tube screen. Video-sharing sites
that use pre-rolls such as introduc-
tory pages, will still show that con-
tent.

VideoSurf makes it easy to send
specific clips of videos to friends. I
did so by selecting a Share option
and adjusting slide bars to trim the
clip to start and end at scenes I pre-
ferred. Clips shared with friends via
email are sent with the VideoSurf

filmstrip, giving others the ability
to also know what the video will in-
clude so that they, too, can discern
whether or not they want to watch
it.

Clips can be shared on social net-
working sites like del.icio.us, My-
Space and Facebook, though Video-
Surf’s helpful filmstrip didn’t show
up on these sites like it did in emails.

I also tested an add-on for the
Mozilla Firefox browser called
Greasemonkey that works with Vid-
eoSurf. When installed, this dis-
plays VideoSurf’s helpful filmstrip
beneath search results from Google
Video, YouTube, Yahoo or CBS.com.
Once installed, filmstrips illustrat-
ing important scenes appear along
with the normal text results for vid-
eos, and some of the filmstrips en-
able jumping ahead to specific
scenes. This somewhat techie
Greasemonkey extension can save
people the extra step of making a
separate visit to VideoSurf.com to
watch a specific clip.

VideoSurf uses smart technol-
ogy that can save people the aggra-
vation of watching videos that
aren’t what they appear to be. Since
so much Web content now includes
videos, a visual search tool that can
better assess videos like VideoSurf
is a good idea. When this site im-
proves its now-flaky ability to jump
ahead to specific scenes in videos, it
will be even more valuable.

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

By Don Clark

Supercomputers may be the dino-
saurs of the computing industry, but
they are showing surprising signs of
life. New chip technology and indus-
try alliances are bringing rapid ad-
vances to these high-performance
machines, feeding demand at a time
when the personal computer indus-
try is sagging.

In one development, Lawrence
Livermore National Laboratory an-
nounced an alliance Tuesday called
Project Hyperion with ten compa-
nies—including Dell Inc., Intel
Corp. and Cisco Systems Inc.—to
build a big supercomputer that will
serve as an industry test bed.

At the other extreme, Nvidia
Corp. Tuesday unveiled a new so-
called personal supercomputer, a
deskside system selling for less
than $10,000. It accelerates comput-
ing chores with chips that normally
render graphics in computer games.

The announcements, pegged to
an industry conference this week,
extend a series of changes that be-
gan in the 1990s when scientific sys-
tems began using PC components in
place of proprietary technology.
That push is entering a new phase,
driven by advances that make such

machines less expensive and easier
to use as well as faster.

“You will see an acceleration of
using industry-standard building
blocks,” predicted Michael Dell, the
computer maker’s founder and chief
executive, in advance of a keynote
speech he gave at the SC08 super-
computer conference Tuesday. “The
economics are just so compelling.”

High-performance machines
have long been used for complex
number-crunching jobs in fields such
as nuclear weapons design and oil ex-
ploration. The market for the largest
systems not long ago was shrinking,
as only government agencies were
willing to pay millions of dollars to
reach the peaks of performance.

But the advent of machines
called clusters, which use the x86
chips found in PCs, have driven
down prices and spurred demand.
Sales of the largest machines, priced
above $500,000, rose 16% in 2007 to
$2.9 billion, research firm IDC esti-
mates. Sales of smaller systems,
priced from $100,000 to $250,000,
gained 26% to nearly $4.2 billion.

IDC has projected 9% average an-
nual growth for the next five years
for all high-performance segments,
though the economic slowdown
could lead the firm to trim that fore-

cast. Mr. Dell and other industry ex-
ecutives say sales may remain rela-
tively healthy, because the ma-
chines can lower the costs of chores
such as designing new products and
their packaging.

But x86 chips from Intel Inc. and
Advanced Micro Devices Inc. are be-
ing augmented and in some cases
supplanted by others such as Inter-
national Business Machines Corp.’s
Power and Cell microprocessors,
which also are used in videogame
consoles. A start-up called Convey

Computer Corp., for example, this
week is unveiling a machine that
uses chips called field-programma-
ble gate arrays to boost perform-
ance for specialized tasks in addi-
tion to Intel chips.

In some cases, the goal is reduc-
ing power consumption, an increas-
ingly important issue in holding
down operating costs. “It no longer
will be sufficient to say I’ve got the
fastest system, it’s how much com-
puting do I get per watt of energy
used,” said Dave Turek, who holds

the IBM title of vice president of
deep computing.

Sharing costs was a big motiva-
tion for Project Hyperion, which is
already operating portions of its
new supercomputer inside the
closely guarded grounds of the gov-
ernment lab in Livermore, Calif.
Few makers of systems or compo-
nents can individually afford such a
large system, which by early next
year is slated to have Intel chips pro-
viding 9,216 calculating engines.

The program, also backed by the
Department of Energy’s National
Nuclear Security Administration, is
designed to address bugs and slight
variations in cluster chips, network-
ing circuitry and software.

At the low end of the market,
meanwhile, companies are making
powerful office systems from x86
chips. Super Micro Computer Inc.,
for example, is marketing a worksta-
tion for about $30,000 that has 20
four-processor chips.

Nvidia, of Santa Clara, Calif., is
targeting that segment of the mar-
ket with what it calls the Tesla Per-
sonal Supercomputer. The system
has four Nvidia graphics chips that
each have 240 special-purpose pro-
cessors. The chip maker doesn’t plan
to make the systems itself, licensing
its design to computer companies.

Supercomputers offer bright spot amid industry turmoil
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Lawrence Livermore National Laboratory announced an alliance with 10
companies to build a big supercomputer that will serve as an industry test bed.
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ROLEXAWARDS.COM

THE 2008

ROLEX LAUREATES

ELSA
ZALDÍVAR
Using local plants
and waste products
to develop a strong
and durable housing
material

ANDREW
MCGONIGLE
Using a remote-
controlled helicopter
to sample volcanic
gases and help
predict eruptions

TIM
BAUER
Developing a cheap
and effective upgrade
for motorcycle
engines to help
reduce pollution

ANDREW
MUIR
Training AIDS orphans
in the growing
ecotourism industry
to help them become
self-sufficient

TALAL
AKASHEH
Working to preserve
the ancient monuments
of Petra by building
a geoarchaeological
database

The vegetable in the picture is a loofah.

You might know it as a skin exfoliant, but

in Paraguay it’s now becoming recognised

as a versatile building material too. Elsa Zaldívar has

found a way of mixing waste plastic and the dried

husk of the loofah to produce panels ideal for low-cost

housing. Her inspired use of the materials persuaded

a panel of distinguished judges to name her one

of the five 2008 Rolex Laureates. The winners are

each acknowledged for their work to expand human

knowledge or improve the lot of mankind. They each

receive a gold Rolex chronometer and US$100,000

to help them complete their projects. And, in the case

of Elsa Zaldívar, help her project to grow.

paraguay faces a

huge housing problem.

you’re looking

at the solution.
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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.

3.73% 9 World -a % % 157.82 –1.32% –47.0% 5.73% 12 U.S. Select Dividend -b % % 570.46 –0.13% –32.4%

2.98% 12 Global Dow 1035.10 –1.48% –39.8% 1390.08 –1.46% –48.5% 4.60% 13 Infrastructure 1283.60 –0.09% –29.1% 1543.00 –0.35% –39.5%

4.69% 9 Stoxx 600 201.90 0.78% –43.7% 190.69 0.80% –51.8% 2.70% 6 Luxury 560.80 –1.69% –48.4% 601.22 –1.67% –55.9%

4.80% 9 Stoxx Large 200 221.30 1.03% –42.8% 207.91 1.06% –51.1% 2.65% 8 BRIC 50 241.60 –2.68% –54.7% 290.46 –2.93% –61.4%

3.93% 9 Stoxx Mid 200 168.00 –0.28% –46.8% 157.78 –0.25% –54.5% 7.72% 3 Africa 50 630.10 –1.01% –41.4% 504.28 –1.27% –50.0%

4.54% 8 Stoxx Small 200 101.50 –1.16% –50.1% 95.28 –1.13% –57.3% 11.60% 4 GCC % % 1417.19 1.50% –47.2%

4.78% 8 Euro Stoxx 219.20 0.52% –45.9% 207.03 0.55% –53.7% 4.48% 9 Sustainability 667.50 –0.55% –39.7% 713.03 –0.47% –48.4%

4.88% 8 Euro Stoxx Large 200 236.60 0.75% –46.0% 222.01 0.77% –53.8% 3.00% 10 Islamic Market -a % % 1358.49 –0.97% –42.6%

4.10% 9 Euro Stoxx Mid 200 195.30 –0.48% –44.6% 183.25 –0.45% –52.6% 3.24% 9 Islamic Market 100 1498.30 –0.11% –26.4% 1622.25 –0.03% –37.0%

4.72% 8 Euro Stoxx Small 200 115.30 –0.83% –47.6% 108.06 –0.80% –55.1% 7.05% 5 Islamic Turkey -c 1672.10 –2.29% –43.2% % %

9.99% 5 Stoxx Select Dividend 30 1198.90 –0.28% –59.4% 1297.43 –0.26% –65.3% 2.96% 12 Wilshire 5000 % % 8487.01 –0.26% –41.5%

8.25% 5 Euro Stoxx Select Div 30 1300.50 –0.48% –58.6% 1412.79 –0.45% –64.6% % DJ-AIG Commodity 134.90 0.67% –20.6% 123.84 0.69% –32.1%

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

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

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

Australia 1.5315 2.2970 1.2757 0.1906 0.0558 0.2180 0.0157 0.3875 1.9356 0.2599 1.2485 ...

 Canada 1.2267 1.8399 1.0218 0.1527 0.0447 0.1746 0.0126 0.3104 1.5504 0.2082 ... 0.8010

 Denmark 5.8932 8.8389 4.9088 0.7335 0.2147 0.8387 0.0605 1.4912 7.4481 ... 4.8041 3.8480

 Euro 0.7912 1.1867 0.6591 0.0985 0.0288 0.1126 0.0081 0.2002 ... 0.1343 0.6450 0.5166

 Israel 3.9520 5.9273 3.2918 0.4919 0.1440 0.5624 0.0406 ... 4.9947 0.6706 3.2216 2.5804

 Japan 97.3350 145.9879 81.0753 12.1143 3.5467 13.8526 ... 24.6296 123.0168 16.5165 79.3470 63.5549

 Norway 7.0265 10.5387 5.8527 0.8745 0.2560 ... 0.0722 1.7780 8.8804 1.1923 5.7280 4.5880

 Russia 27.4440 41.1619 22.8595 3.4157 ... 3.9058 0.2820 6.9444 34.6851 4.6569 22.3722 17.9196

 Sweden 8.0347 12.0508 6.6925 ... 0.2928 1.1435 0.0825 2.0331 10.1547 1.3634 6.5498 5.2463

 Switzerland 1.2006 1.8006 ... 0.1494 0.0437 0.1709 0.0123 0.3038 1.5173 0.2037 0.9787 0.7839

 U.K. 0.6667 ... 0.5554 0.0830 0.0243 0.0949 0.0068 0.1687 0.8427 0.1131 0.5435 0.4353

 U.S. ... 1.4999 0.8330 0.1245 0.0364 0.1423 0.0103 0.2530 1.2638 0.1697 0.8152 0.6529

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 396.50 –6.50 –1.61% 816.00 378.00
Soybeans (cents/bu.) CBOT 902.00 –4.50 –0.50 1,649.00 799.50
Wheat (cents/bu.) CBOT 549.50 –4.50 –0.81 1,275.00 518.00
Live cattle (cents/lb.) CME 87.600 –1.425 –1.60 117.650 87.300
Cocoa ($/ton) ICE-US 2,046 69 3.49% 3,228 1,884
Coffee (cents/lb.) ICE-US 114.60 –0.10 –0.09 181.60 110.10
Sugar (cents/lb.) ICE-US 11.61 –0.13 –1.11 15.85 9.89
Cotton (cents/lb.) ICE-US 41.84 0.22 0.53 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,435.00 2 0.14 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,468 28 1.94 1,706 979
Robusta coffee ($/ton) LIFFE 1,819 –6 –0.33 2,747 1,580

Copper (cents/lb.) COMEX 167.15 0.45 0.27 398.40 157.50
Gold ($/troy oz.) COMEX 732.70 –9.30 –1.25 1,048.00 437.00
Silver (cents/troy oz.) COMEX 955.00 22.00 2.36 2,155.00 601.00
Aluminum ($/ton) LME 1,885.00 12.00 0.64 3,340.00 1,873.00
Tin ($/ton) LME 12,850.00 –700.00 –5.17 25,450 11,200
Copper ($/ton) LME 3,590.00 –80.00 –2.18 8,811.00 3,590.00
Lead ($/ton) LME 1,257.50 –17.50 –1.37 3,460.00 1,160.00
Zinc ($/ton) LME 1,150.00 unch. unch. 2,840.00 1,095.00
Nickel ($/ton) LME 10,400 –225 –2.12 33,600 9,000

Crude oil ($/bbl.) NYMEX 54.76 –0.73 –1.32 148.35 54.64
Heating oil ($/gal.) NYMEX 1.7749 –0.0341 –1.89 4.3193 1.7875
RBOB gasoline ($/gal.) NYMEX 1.1703 –0.0338 –2.81 3.5770 1.1851
Natural gas ($/mmBtu) NYMEX 6.602 –0.039 –0.59 14.546 0.117
Brent crude ($/bbl.) ICE-EU 51.84 –0.47 –0.90 150.25 51.25
Gas oil ($/ton) ICE-EU 563.75 –22.25 –3.80 1,366.50 555.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 18
Per In

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

Argentina peso-a 4.1976 0.2382 3.3213 0.3011

Brazil real 2.8930 0.3457 2.2890 0.4369
Canada dollar 1.5504 0.6450 1.2267 0.8152

1-mo. forward 1.5517 0.6444 1.2278 0.8145
3-mos. forward 1.5518 0.6444 1.2278 0.8144
6-mos. forward 1.5512 0.6447 1.2273 0.8148

Chile peso 815.50 0.001226 645.25 0.001550
Colombia peso 2942.62 0.0003398 2328.30 0.0004295
Ecuador US dollar-f 1.2638 0.7912 1 1
Mexico peso-a 16.6986 0.0599 13.2125 0.0757
Peru sol 3.9186 0.2552 3.1005 0.3225
Uruguay peso-e 29.953 0.0334 23.700 0.0422
U.S. dollar 1.2638 0.7912 1 1
Venezuela bolivar 2.71 0.368478 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9356 0.5166 1.5315 0.6530
China yuan 8.6299 0.1159 6.8283 0.1465
Hong Kong dollar 9.7953 0.1021 7.7504 0.1290
India rupee 62.6048 0.0160 49.5350 0.0202
Indonesia rupiah 14977 0.0000668 11850 0.0000844
Japan yen 123.02 0.008129 97.34 0.010274

1-mo. forward 122.93 0.008135 97.26 0.010281
3-mos. forward 122.55 0.008160 96.97 0.010313
6-mos. forward 122.10 0.008190 96.61 0.010351

Malaysia ringgit-c 4.5530 0.2196 3.6025 0.2776
New Zealand dollar 2.2912 0.4364 1.8129 0.5516
Pakistan rupee 100.065 0.0100 79.175 0.0126
Philippines peso 63.170 0.0158 49.983 0.0200
Singapore dollar 1.9314 0.5178 1.5282 0.6544
South Korea won 1830.69 0.0005462 1448.50 0.0006904
Taiwan dollar 42.004 0.02381 33.235 0.03009
Thailand baht 44.273 0.02259 35.030 0.02855

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

Euro zone euro 1 1 0.7912 1.2639
1-mo. forward 1.0015 0.9985 0.7924 1.2620
3-mos. forward 1.0025 0.9976 0.7932 1.2608
6-mos. forward 1.0030 0.9970 0.7936 1.2601

Czech Rep. koruna-b 25.685 0.0389 20.323 0.0492
Denmark krone 7.4481 0.1343 5.8932 0.1697
Hungary forint 270.08 0.003703 213.70 0.004679
Norway krone 8.8804 0.1126 7.0265 0.1423
Poland zloty 3.8239 0.2615 3.0256 0.3305
Russia ruble-d 34.685 0.02883 27.444 0.03644
Slovak Rep. koruna 30.3893 0.03291 24.0450 0.04159
Sweden krona 10.1547 0.0985 8.0347 0.1245
Switzerland franc 1.5173 0.6591 1.2006 0.8330

1-mo. forward 1.5167 0.6593 1.2001 0.8333
3-mos. forward 1.5138 0.6606 1.1978 0.8349
6-mos. forward 1.5100 0.6622 1.1948 0.8370

Turkey lira 2.0945 0.4774 1.6573 0.6034
U.K. pound 0.8427 1.1867 0.6667 1.4999

1-mo. forward 0.8435 1.1856 0.6674 1.4984
3-mos. forward 0.8433 1.1858 0.6672 1.4987
6-mos. forward 0.8436 1.1854 0.6675 1.4982

MIDDLE EAST/AFRICA
Bahrain dinar 0.4764 2.0992 0.3769 2.6530
Egypt pound-a 6.9954 0.1430 5.5350 0.1807
Israel shekel 4.9947 0.2002 3.9520 0.2530
Jordan dinar 0.8954 1.1168 0.7085 1.4114
Kuwait dinar 0.3432 2.9141 0.2715 3.6830
Lebanon pound 1897.04 0.0005271 1501.00 0.0006662
Saudi Arabia riyal 4.7413 0.2109 3.7515 0.2666
South Africa rand 12.9728 0.0771 10.2645 0.0974
United Arab dirham 4.6421 0.2154 3.6730 0.2723

SDR -f 0.8561 1.1681 0.6774 1.4763

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 600 201.91 1.55 0.77% –44.6% –43.7%

 9 DJ Stoxx 50 2127.89 31.22 1.49 –42.2% –41.3%

 8 Euro Zone DJ Euro Stoxx 219.22 1.14 0.52 –47.2% –45.9%

 9 DJ Euro Stoxx 50 2390.10 25.27 1.07 –45.7% –44.1%

 5 Austria ATX 1737.96 –43.87 –2.46% –61.5% –59.8%

 7 Belgium Bel-20 2030.96 –3.32 –0.16 –50.8% –49.4%

 7 Czech Republic PX 777.0 –33.2 –4.10 –57.2% –56.0%

 9 Denmark OMX Copenhagen 240.03 –3.52 –1.45 –46.5% –45.3%

 8 Finland OMX Helsinki 5479.90 30.72 0.56 –52.8% –53.3%

 7 France CAC-40 3217.40 35.37 1.11 –42.7% –41.6%

 10 Germany DAX 4579.47 22.20 0.49 –43.2% –40.0%

 … Hungary BUX 11663.68 –108.72 –0.92 –55.5% –55.1%

 2 Ireland ISEQ 2450.19 –120.39 –4.68 –64.7% –63.2%

 6 Italy S&P/MIB 20119 38 0.19 –47.8% –47.0%

 4 Netherlands AEX 250.62 4.29 1.74 –51.4% –49.3%

 6 Norway All-Shares 259.30 –2.44 –0.93 –54.5% –53.3%

 17 Poland WIG 25778.61 –804.71 –3.03 –53.7% –53.7%

 10 Portugal PSI 20 6482.01 3.63 0.06 –50.2% –49.7%

 … Russia RTSI 601.76 –3.80 –0.6% –73.7% –72.4%

 7 Spain IBEX 35 8530.8 32.0 0.38% –43.8% –45.7%

 15 Sweden OMX Stockholm 194.32 –2.04 –1.04 –44.8% –44.0%

 12 Switzerland SMI 5675.58 29.15 0.52 –33.1% –31.9%

 … Turkey ISE National 100 23495.05 –551.45 –2.29 –57.7% –56.1%

 8 U.K. FTSE 100 4208.55 76.39 1.85 –34.8% –32.4%

 9 ASIA-PACIFIC DJ Asia-Pacific 83.78 –2.67 –3.09 –47.0% –47.3%

 … Australia SPX/ASX 200 3523.2 –129.8 –3.55 –44.4% –45.2%

 … China CBN 600 14687.31 –1165.92 –7.35 –64.6% –62.0%

 8 Hong Kong Hang Seng 12915.89 –613.64 –4.54 –53.6% –53.5%

 10 India Sensex 8937.20 –353.81 –3.81 –55.9% –53.6%

 … Japan Nikkei Stock Average 8328.41 –194.17 –2.28 –45.6% –45.2%

 … Singapore Straits Times 1692.55 –57.12 –3.26 –51.2% –50.3%

 11 South Korea Kospi 1036.16 –42.16 –3.91 –45.4% –44.7%

 10 AMERICAS DJ Americas 208.95 –3.59 –1.69 –44.6% –43.0%

 … Brazil Bovespa 33966.15 –1751.06 –4.90 –46.8% –45.5%

 11 Mexico IPC 18983.63 –578.51 –2.96 –35.7% –34.3%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of November 18, 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* 212.15 –2.30%–47.4% –50.4%

3.70% 11 World (Developed Markets) 858.83 –2.34%–45.9% –49.0%

3.40% 12 World ex-EMU 101.28 –2.11%–44.0% –47.5%

3.50% 11 World ex-UK 858.71 –2.44%–45.2% –48.1%

4.80% 9 EAFE 1,142.02 –1.96%–49.3% –52.2%

4.20% 8 Emerging Markets (EM) 520.10 –1.92%–58.2% –61.1%

5.30% 8 EUROPE 70.21 –2.58%–44.9% –48.3%

5.80% 8 EMU 126.63 –3.62%–54.7% –56.1%

5.20% 9 Europe ex-UK 76.58 –3.25%–45.1% –47.6%

7.20% 7 Europe Value 77.85 –2.63%–48.6% –52.8%

3.60% 10 Europe Growth 61.52 –2.54%–41.1% –43.6%

5.00% 8 Europe Small Cap 106.42 –1.55%–50.6% –56.6%

4.20% 5 EM Europe 164.81 –5.34%–65.7% –65.3%

5.60% 7 UK 1,224.41 –2.44%–36.3% –39.0%

5.30% 8 Nordic Countries 99.90 –1.82%–51.5% –55.4%

3.20% 4 Russia 395.69 –6.61%–73.7% –72.0%

4.90% 10 South Africa 509.00 –1.81%–28.6% –33.8%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 226.00 –1.64%–57.3% –61.4%

2.80% 11 Japan 526.82 0.45%–44.0% –48.8%

3.70% 8 China 36.26 –0.04%–57.5% –64.7%

1.80% 11 India 355.32 –1.52%–58.4% –56.1%

2.70% 8 Korea 298.16 –1.32%–42.3% –46.6%

7.90% 8 Taiwan 166.65 –0.50%–50.1% –56.2%

2.80% 15 US BROAD MARKET 919.29 –2.43%–42.4% –45.5%

2.10% 28 US Small Cap 1,128.06 –1.45%–43.2% –47.5%

3.70% 8 EM LATIN AMERICA 1,980.24 –2.12%–55.0% –57.1%

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

GLOBAL MARKETS LINEUP

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

H-P issues upbeat profit outlook

Burberry is set to retrench
Luxury firm will cut
factories and styles,
warning of slowdown

‘We will adjust to the changing market environment,’ said Burberry CEO Angela
Ahrendts. Above, Burberry Prorsum collection on the Milan catwalk in September

By Justin Scheck

And Jerry A. DiColo

Hewlett-Packard Co. reported
better-than-expected fourth-quar-
ter earnings, renewing hope that
the technology giant can weather
the slumping economy.

Tuesday’s announcement, which
came six days before H-P was sched-
uled to report, sent H-P shares up
more than 12% in afternoon trading.
The stock closed at $29.34 Monday,
down from a high of more than $48
in September.

The company’s stock had suf-
fered, along with the rest of the tech
sector, from weak spending and
poor forecasts for the PC market.
While there was hope early in the
credit crunch that tech companies
could withstand a slowdown, that
confidence has eroded over the last
month.

Last week, a warning from chip-
maker Intel Corp. that revenue for
the current quarter would be disap-
pointing helped drag down the
share price of PC makers like H-P
and Dell Inc.

H-P said revenue in its fiscal
fourth quarter ended Oct. 31 was up
19%, or $5.3 billion, from the same
quarter last year, while earnings per
share rose 4% to 84 cents. Revenue
grew 5%, excluding income from
Electronic Data Systems Corp., an

IT services company that H-P ac-
quired this year for $13.25 billion.

The company projected fiscal
2009 per-share earnings between
$3.88 and $4.04 on revenue of
$127.5 billion to $130 billion—a reve-
nue estimate lower than Wall Street
expectations. Analysts were expect-
ing, on average, earnings of $3.85 a
share on revenue of $135.06 billion,
according to Thomson Reuters.

Wall Street analysts attributed
the positive results to H-P’s diversi-
fied business model—it makes
money on printer supplies and tech
services, in addition to PCs, and

about two-thirds of its revenue
comes from outside the U.S.

H-P “has the product diversity
and the geographic diversity and
the cost-cutting options at its dis-
posal, in particular post-EDS, to
give it plenty of cushion to handle
the headwinds we’re going to face,”
said Needham & Co. analyst Richard
Kugele.

But the news isn’t all good for
tech companies, said Shebly Sey-
rafi, an analyst at Calyon Securities.
He said H-P’s forecast indicates a
slowdown in PC sales will continue.
“It was the last good quarter before
the problems become more appar-
ent on the top line,” he said. Mr. Sey-
rafi expects H-P to continue to bol-
ster profit through cost cuts, but PC
revenue will likely drop.

H-P’s early announcement didn’t
indicate how its individual business
units performed, but Mr.Seyrafi
said the revenue outlook would indi-
cate dropping PC prices as compa-
nies compete for market share and
buying slows. “Their projection em-
beds in it, I think, weaker PC sales,”
the analyst said. “I think this is nega-
tive for the PC space.”

That could be troubling for Dell,
the world’s second-largest PC
maker after H-P. Dell in September
said it was seeing slowing commer-
cial PC sales. Dell is set to announce
earnings on Thursday.

By Cecilie Rohwedder

LONDON—British fashion
house Burberry PLC said current
consumer caution was cutting into
its business and would push earn-
ings below market expectations
this fiscal year, even as it reported
a 13% increase in net profit for the
first half.

The London-based luxury label
said net profit rose to £74.8 million
($112.3 million) in the six months
ended Sept. 30, up from £66.1 mil-
lion in the same period last year.
Since then, however, sales have be-
gun to suffer, Burberry said, espe-
cially in the U.S., where more of its
merchandise is selling at dis-
counted prices. In the last six
weeks, sales at stores open at least
a year, a critical retail measure-
ment, declined.

Going forward, Burberry said it
expects smaller orders from depart-
ment stores.

“We are pleased with our solid
growth for the first half but the fo-
cus is on what’s ahead,” said Chief
Financial Officer Stacey Cart-
wright in an interview. If the cur-
rent trend continues, she said,
Burberry’s adjusted profit before
tax for the full year would be “in the
mid- to lower half of the current
range of market expectations.”

Market forecasts range between
£160 million and £215 million for
this fiscal year.

The gloomy forecast sent Burb-
erry’s shares falling. After hitting a
six-year low in the morning, the
stock recovered and closed down
13% at 175 pence Tuesday. Since Jan-
uary, Burberry’s shares have lost
over two-thirds of their value.

The bad news from Burberry
shows that the slowdown in spend-
ing is affecting upscale brands that
initially hoped to be safe from the
slump. Last Friday, Richemont SA
of Switzerland, owner of the Cart-
ier and Chloe brands, reported a
sharp drop in October sales. A day
earlier, Italian jeweler Bulgari SpA
posted a 44% decline in third-quar-
ter profit and said 2008 revenue
growth would be lower than ex-
pected. Several luxury goods mak-
ers are lowering prices to counter
the cool-down in consumer spend-
ing.

“We will adjust to the changing
market environment,” said Burb-
erry Chief Executive Angela Ahr-
endts in an interview.

The company is planning to cut
up to £20 million in costs in its next
fiscal year. Among other measures,
it will ship more apparel and acces-
sories by sea, which is less expen-
sive than by plane. Burberry will
also reduce the number of factories
it uses to make its clothes, shoes
and handbags and cut by another

25% the overall number of styles it
will sell for the autumn/winter
2009 season. When Ms. Ahrendts
joined Burberry in 2006, she cut
the range of products by almost a
third.

Even before the recent eco-
nomic turmoil, Ms. Ahrendts had
positioned Burberry as the “most
democratic” luxury brand, accessi-
ble to a wider range of shoppers
than the top designer labels. The
company has a more diverse prod-
uct range than most other luxury
brands, with sales evenly split be-
tween womenswear, menswear
and accessories. Its comparatively
small business with pricey hand-
bags was long considered a disad-
vantage but may now benefit Burb-
erry.

“Our diversity is one of the
greatest assets we have” said Ms.
Ahrendts. She said the company
would continue to upgrade the tech-
nology supporting its operations
and open new stores. Burberry is
opening six stores in the U.S. this
week, for example.

CORPORATE NEWS
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Hewlett-Packard 
On the New York Stock Exchange
Tuesday midafternoon price: $32.30
52-week change: down 35%
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By Alexander Kolyandr

LONDON—Russian steelmaker
OAO Severstal on Tuesday said
third-quarter earnings more than
tripled but cautioned that it is cut-
ting production in half because of
reduced demand.

Chief Executive Alexei Mor-
dashov said the cutbacks were be-
ing made “in light of the uncertain
global economic outlook and its im-
pact on the world’s steel-consum-
ing industries.”

The company, which also halted
its share-buyback program and
rolled back its investment plans,
could be on track for losses in the
fourth quarter, given reduced ex-
pectations for its full-year earn-
ings before interest, taxes, depreci-
ation and amortization, analysts
noted.

For the three months ended
Sept. 30, Severstal posted a net
profit of $1.31 billion, up from $378
million in the year-earlier period,
on the back of rising spot prices in
Russia and the U.S. Revenue more
than doubled to $7.6 billion from
$3.56 billion.

Chief Financial Officer Sergei
Kuznetsov said in a conference call
that the company will cut its steel
output in November and December
to half the levels in the third quar-
ter. In the July-to-September quar-
ter, the company’s average
monthly output stood at two mil-
lion metric tons. Mr. Kuznetsov
said that “certain layoffs are inevi-
table” but declined to provide fur-
ther details.

The steelmaker had warned
that it was cutting October produc-
tion by as much as 30% and may
lower its earnings forecast for the
year, as the weaker global economy
darkens the prospects for Russia’s
commodity producers. Steel pro-
ducers in Russia—the world’s

fourth-largest supplier after
China, Japan and the U.S.—have
seen prices for their products
halve in the past four months.

The production cuts come after
a similar move by Russian rival
OAO Magnitogorsk Iron & Steel
Works. Steel executives around the
world are struggling to deal with
excess supply and falling prices.
Oversupply concerns have also
prompted ArcelorMittal , the
world’s largest steel producer by
volume, to trim production in
Ukraine and Kazakhstan.

Severstal said Tuesday that it
would also cut its capital expendi-
ture for 2008 by 20% and defer the
bulk of its planned $8 billion invest-
ment program for 2009-2011 until
market conditions improve. It had
planned capital expenditures of
$2.7 billion to $2.9 billion in both
2008 and 2009.

Severstal has also put its share
buyback on hold. The company
said in September that it would
buy back as much as 2.8% of its
stock.

Mr. Mordashov said that he ex-
pects 2008 Ebitda in the range of
$5.1 billion to $5.3 billion, down
from a previously expected range of
$5.8 billion to $6.1 billion. This im-
plies fourth-quarter Ebitda in a
range of $100 million to $300 mil-
lion, or about 90% lower than a year
earlier, which might result in a net
loss for the quarter, analysts noted.

Mr. Kuznetsov was optimistic
about the outlook for the market,
noting that steel prices have al-
ready reached bottom and that de-
mand for steel will improve shortly
as consumers’ stockpiles dwindle.

Mr. Kuznetsov also said that al-
though Severstal has enough cash
to redeem its bonds, due February
2009, it has applied for a $244 mil-
lion loan from the state develop-
ment bank VEB.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 40.50 $26.57 –0.20 –0.75%
Alcoa AA 21.60 9.48 –0.19 –1.96%
AmExpress AXP 19.30 19.38 0.01 0.05%
BankAm BAC 142.10 15.19 0.16 1.06%
Boeing BA 11.10 39.56 –1.62 –3.93%
Caterpillar CAT 11.40 36.19 0.49 1.37%
Chevron CVX 21.30 73.40 2.62 3.70%
Citigroup C 203.40 8.36 –0.53 –5.96%
CocaCola KO 16.90 43.49 –0.48 –1.09%
Disney DIS 19.60 20.67 0.93 4.71%
DuPont DD 8.90 26.92 –0.04 –0.15%
ExxonMobil XOM 52.40 76.33 2.95 4.02%
GenElec GE 125.50 16.06 –0.05 –0.31%
GenMotor GM 40.60 3.09 –0.09 –2.83%
HewlettPk HPQ 61.10 33.59 4.25 14.49%
HomeDpt HD 29.20 20.71 0.71 3.55%
Intel INTC 88.30 13.11 0.11 0.85%
IBM IBM 11.50 80.08 2.60 3.36%
JPMorgChas JPM 62.50 32.14 –0.63 –1.92%
JohnsJohns JNJ 18.60 60.89 1.62 2.73%
KftFoods KFT 16.00 27.12 0.29 1.08%
McDonalds MCD 11.60 56.51 0.90 1.62%
Merck MRK 15.60 26.13 0.14 0.54%
Microsoft MSFT 96.30 19.62 0.43 2.24%
Pfizer PFE 52.00 16.29 0.37 2.32%
ProctGamb PG 24.20 64.25 1.74 2.78%
3M MMM 8.30 62.17 1.37 2.25%
UnitedTech UTX 8.20 49.32 1.17 2.43%
Verizon VZ 24.60 28.50 –0.74 –2.53%
WalMart WMT 33.60 52.72 0.91 1.76%

Dow Jones Industrial Average P/E: 17
LAST: 8424.75 s 151.17, or 1.83%

YEAR TO DATE: t 4,840.07, or 36.5%

OVER 52 WEEKS t 4,585.39, or 35.2%

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

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

Nomura $354 6.9% 26% 28% 45% 1%

Mizuho 290 5.7% 5% 64% 13% 19%

Citi 284 5.6% 31% 24% 42% 3%

Mitsubishi UFJ Securities 234 4.6% 4% 46% 26% 24%

UBS 232 4.5% 27% 13% 60% …%

JPMorgan 215 4.2% 19% 12% 67% 2%

Daiwa Securities SMBC Co Ltd 185 3.6% 21% 55% 23% …%

Credit Suisse 185 3.6% 31% 4% 50% 16%

Morgan Stanley 185 3.6% 27% 8% 64% 1%

Source: Dealogic

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

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

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

CARLTON Comms  288 –7 1 65 Contl AG 680 45 149 135

Compass Gp 73 –6 –2 –10 Grohe Hldg  1099 45 118 –60

Iberdrola  193 –6 23 24 SOL MELIA  566 47 85 123

Dexia Cr Loc 225 –5 –9 13 Lafarge 611 47 103 123

Imperial Tob Gp 339 –5 –3 –74 Pernod Ricard 622 49 62 167

SNS Bk  394 –5 16 26 Gecina 1021 50 185 289

Deutsche Lufthansa  156 –4 5 –14 3i Gp  824 55 116 211

ACE  104 –3 14 –18 Holcim  511 71 157 225

KBC Bk 208 –1 14 –77 Thomson 1818 222 403 415

Rep Iceland 1030 –1 123 –39 HeidelbergCement 1851 499 607 1034

Source: Markit Group

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

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

Vodafone Grp U.K. Mobile Telecom $113.2 1.30 5.37% –32.7% 2.5%

Nokia Finland Telecom Equipment 50.1 10.43 4.72 –60.6 –29.1

GDF Suez France Multiutilities 99.8 36.00 4.71 –6.7 40.1

Total France Integrated Oil & Gas 122.2 40.76 4.61 –25.8 –25.9

AXA France Full Line Insurance 35.3 13.54 4.56 –48.8 –46.0

Royal Bk of Scot U.K. Banks $10.4 0.42 –6.71% –87.9 –91.2

Soc. Generale France Banks 26.4 35.37 –5.69 –62.4 –62.2

BNP Paribas France Banks 47.1 40.82 –5.13 –42.4 –39.0

UniCredit Italy Banks 30.0 1.78 –3.52 –67.2 –66.8

UBS Switzerland Banks 32.4 13.27 –3.49 –70.5 –75.6

...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

Royal Dutch Shell 90.1 20.10 4.12% –27.5% –25.5%
U.K. (Integrated Oil & Gas)
Unilever 40.4 18.64 4.08 –23.2 –1.8
Netherlands (Food Products)
BP 157.4 5.08 4.05 –12.5 –23.5
U.K. (Integrated Oil & Gas)
GlaxoSmithKline 106.6 12.43 3.97 6.3 –14.5
U.K. (Pharmaceuticals)
ENI 90.1 17.79 2.89 –26.1 –24.8
Italy (Integrated Oil & Gas)
E.ON 69.8 27.59 2.76 –40.1 6.3
Germany (Multiutilities)
Tesco 37.3 3.17 2.59 –33.9 2.2
U.K. (Food Retailers & Wholesalers)
France Telecom 64.1 19.40 2.51 –27.6 –8.0
France (Fixed Line Telecom)
Intesa Sanpaolo 34.0 2.27 2.48 –56.1 –44.2
Italy (Banks)
Daimler 28.3 23.22 2.34 –65.1 –45.8
Germany (Automobiles)
Sanofi-Aventis 78.9 47.45 2.05 –20.6 –31.6
France (Pharmaceuticals)
Anglo Amer 24.8 12.31 1.99 –58.5 –33.7
U.K. (General Mining)
Iberdrola 36.2 5.74 1.95 –50.7 3.5
Spain (Conventional Electricity)
Novartis 128.2 58.20 1.93 –0.3 –18.3
Switzerland (Pharmaceuticals)
Roche Hldg Pt. Ct. 100.1 171.00 1.79 –14.5 –13.5
Switzerland (Pharmaceuticals)
Diageo 38.9 9.26 1.70 –14.5 9.7
U.K. (Distillers & Vintners)
Telefonica 88.5 14.87 1.50 –35.2 20.2
Spain (Fixed Line Telecom)
Nestle 144.5 45.28 1.48 –17.0 14.5
Switzerland (Food Products)
Koninklijke Philips 18.0 13.60 1.19 –50.4 –41.6
Netherlands (Consumer Electronics)
BHP Billiton 29.5 8.80 0.92 –43.4 1.7
U.K. (General Mining)

Credit Suisse Grp 29.1 30.84 0.65% –52.1% –51.3%
Switzerland (Banks)
L.M. Ericsson Tel B 19.3 52.00 0.58 –35.0 –61.2
Sweden (Telecom Equipment)
Siemens 49.0 42.41 0.45 –56.2 –34.9
Germany (Electronic Equipment)
Rio Tinto 39.4 24.68 0.41 –52.2 4.5
U.K. (General Mining)
British Amer Tob 51.7 17.00 –0.18 –5.7 30.1
U.K. (Tobacco)
Astrazeneca 61.2 28.05 –0.18 30.8 8.0
U.K. (Pharmaceuticals)
Allianz SE 30.6 53.51 –0.28 –61.2 –56.2
Germany (Full Line Insurance)
HSBC Hldgs 127.4 7.06 –0.39 –15.4 –25.7
U.K. (Banks)
BASF 30.4 25.43 –0.47 –43.9 –18.2
Germany (Commodity Chemicals)
Bayer 38.3 39.58 –0.65 –28.2 16.6
Germany (Specialty Chemicals)
Banco Bilbao Vizcaya 37.4 7.89 –0.75 –52.1 –47.1
Spain (Banks)
ArcelorMittal 30.4 16.57 –0.81 –66.0 ...
Luxembourg (Iron & Steel)
SAP 41.7 26.45 –0.97 –24.9 –27.6
Germany (Software)
Deutsche Telekom 60.6 11.00 –1.04 –27.9 –23.0
Germany (Mobile Telecom)
Banco Santander 59.4 6.01 –1.15 –56.4 –40.4
Spain (Banks)
Assicurazioni Genli 33.2 18.63 –1.22 –40.6 –22.4
Italy (Full Line Insurance)
Deutsche Bk 15.7 23.44 –1.64 –72.0 –71.6
Germany (Banks)
ABB 24.6 12.71 –2.23 –57.4 13.0
Switzerland (Industrial Machinery)
ING Groep 18.7 7.13 –2.66 –71.9 –74.0
Netherlands (Life Insurance)
Barclays 18.3 1.50 –2.99 –70.3 –74.7
U.K. (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage 71.33% -0.33% -0.5% -47.1% -47.7%
Merger Arbitrage 133.12% 0.32% 0.2% -7.6% -7.5%
Event Driven 118.80% -0.67% -0.6% -20.7% -20.2%
Distressed Securities 124.83% -0.34% -0.3% -29.2% -30.4%

*Estimates as of 11/14/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 1.58 98.28% 0.01% 1.91 1.18 1.42

Eur. High Volatility: 10/1 3.42 94.92 0.02 4.06 2.16 2.96

Europe Crossover: 10/1 8.63 89.61 0.06 9.20 5.74 7.40

Asia ex-Japan IG: 10/1 3.83 92.48 0.02 6.63 1.99 3.52

Japan: 10/1 2.46 95.63 0.02 3.23 1.58 2.23

 Note: Data as of November 17

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Big 3 push for urgent aid
CEO warns Chrysler
could run out of cash
without loan by U.S.

By Josh Mitchell

WASHINGTON—Two of De-
troit’s Big Three auto makers are on
the verge of collapse, industry exec-
utives told a Senate panel Tuesday,
urging emergency assistance from
the U.S. government to avert what
they said would be an economic ca-
tastrophe.

The bleak outlook for
the U.S. auto industry be-
came gloomier as Chrysler
LLC Chief Executive Rob-
ert Nardelli said his com-
pany is in danger of run-
ning out of money without
financial help. Until Tues-
day, the focus in Washing-
ton had largely been on
General Motors Corp.,
which is facing increasing
speculation from analysts
that it could be forced to seek bank-
ruptcy protection as early as next
year.

“Without immediate bridge fi-
nancing support, Chrysler’s liquid-
ity could fall below the level neces-
sary to sustain operations in the or-
dinary course,” Mr. Nardelli said in
prepared testimony before the Sen-
ate Banking Committee.

Mr. Nardelli joined executives of
GM and Ford Motor Co. in calling
for the auto makers to get $25 bil-
lion in emergency loans from the
$700 billion financial rescue pro-
gram to help them survive the eco-
nomic downturn. Republican oppo-
sition threatens to kill the plan or de-
lay its passage.

The executives defended the
management of their companies,
saying the need for emergency gov-
ernment support stems from the
economic crisis, not poor decision-
making. And they sought to combat

criticism that they haven’t done
enough to restructure their compa-
nies and invest in modern, fuel-effi-
cient vehicles.

“This is about much more than
just Detroit,” GM Chief Executive
Rick Wagoner said in prepared re-
marks, arguing that the failure of a
U.S. auto maker would have ripple ef-
fects throughout the economy. “It’s
about saving the U.S. economy from
a catastrophic collapse.”

Mr. Wagoner said a precipitous
drop in vehicle sales threatens GM’s
survival.

Also scheduled to testify was
Ron Gettelfinger, head of
the United Auto Workers
union, who supports the
auto makers’ aid request.

The auto makers are
burning through cash re-
serves as vehicle sales plum-
met.

Ford CEO Alan Mulally
said that while his company
isn’t in as much danger as
GM, the collapse of its rival
would be felt by Ford’s oper-
ations “within days, if not

hours” because competing manufac-
turers are served by the same parts
suppliers.

“A collapse of one of our
competitors here would have
a ripple effect across all auto
makers, suppliers and deal-
ers,” Mr. Mulally said in pre-
pared testimony, saying mil-
lions of jobs could be lost.

Much of the executives’
testimony was devoted to
outlining steps the compa-
nies have taken to reduce
costs and to develop smaller,
fuel-efficient vehicles.

Ford, for example, has
closed 17 plants and cut 51,000 jobs
in recent years, Mr. Mulally said.
“Few companies in the history of
our country have restructured more
aggressively,” he said.

Mr. Wagoner said that through
negotiations with the UAW and
other cost-cutting moves, the com-

pany has reduced structural costs
by $9 billion, or 23%, since 2005.

“We’ve moved aggressively in re-
cent years to position GM for long-
term success, and we were well on
the road to turning our North Ameri-
can business around” before the eco-
nomic crisis, Mr. Wagoner said.

The loans being pushed by Demo-
crats would be for 10 years, starting
at an interest rate of 5%. Republican
opposition could force the compa-
nies to wait until next year when
Democrats will have larger majori-
ties in Congress and President-elect
Barack Obama takes office.

The legislation under consider-
ation by the Senate would require
the government to bar bonuses for
executives making more than
$250,000. The bill in the House has
similar provisions for those compa-
nies receiving aid, demanding no bo-
nuses to employees making more
than $200,000, no “golden para-
chutes” payouts to departing execu-
tives and “no compensation plan
that could encourage manipulation
of reported earnings to enhance
compensation.”

Although GM has been losing
money since 2005, Mr. Wagoner got
a salary increase this year. At Ford,

Mr. Mulally has come un-
der fire for a rich pay pack-
age even though the com-
pany is losing money and
pulled back from a pledge
to return to profitability
next year. Less is known
about Mr. Nardelli’s CEO
package at Chrysler be-
cause the auto maker is
closely held.

In a television inter-
view Tuesday morning,
Mr. Mulally played down

the idea of cutting executive pay. He
said Ford has stopped merit raises,
incentives and bonuses for top man-
agement. But he added, “It’s really
important that we compensate them
for their hard work.”
 —Matthew Dolan

contributed to this article.

European officials began lining
up behind a European Union-wide
aid program for its auto industry,
though some officials expressed
concerns about breaking EU rules
on competition and state aid.

German Vice Chancellor and For-
eign Minister Frank Walter Stein-
meier and Luxembourg Prime Minis-
ter Jean-Claude Juncker, who

chairs meetings of finance minis-
ters from the euro zone, said in a
joint interview with German tabloid
Bild published Tuesday that a pan-
European response was needed.

France is also considering pro-
viding help for the auto industry
with its EU partners and the Euro-
pean Investment Bank, French gov-
ernment spokesman Luc Chatel
said.

But the EU’s competition com-
missioner, Neelie Kroes, said Tues-
day that the European Commis-
sion, the EU’s executive arm, wants
to make sure that national mea-
sures taken by car-producing coun-
tries don’t put some car makers at
an advantage.

The European Commission and
the European Investment Bank are

already working on a financial-aid
package for auto makers to develop
more environmentally friendly
cars. The package is due to be pre-
sented at the next meeting of EU fi-
nance ministers, on Dec. 1.

Ms. Kroes warned that Euro-
pean governments’ massive bail-
outs of the financial sector should
be considered exceptional. “You
can’t compare the car industry
with the financial sector—it’s dif-
ferent,” Ms. Kroes said. “The finan-
cial sector is the blood circulation
of the whole economy; if your finan-
cial system is not working any-
more, it is over,” she said.

The German government has
held talks this week about possible
liquidity guarantees of more than
Œ1 billion ($1.27 billion) for car
maker Opel, a European unit of Gen-
eral Motors Corp. Chancellor An-
gela Merkel said Monday that a fi-
nal decision would be taken in late
December.

Ms. Kroes said Tuesday that EU
authorities are in contact with Ber-
lin over the German government’s
possible aid for Opel. She added
that it is too soon to say how the EU
would react to any aid plan that
emerges.

French Finance Minister Chris-
tine Lagarde said Monday that aid

to the industry should be consid-
ered on a national and Europe-wide
basis, after auto makers, including
Renault SA, were reportedly plan-
ning heavy production cuts be-
cause of falling demand.

Rescue efforts for European car
makers come as the U.S. is debating
$25 billion in aid for its Big Three
auto makers, GM, Ford Motor Co.
and Chrysler LLC.

National approaches won’t be
sufficient in dealing with the situa-
tion, Mr. Juncker said. “Real solu-
tions can only take place on a Euro-
pean level,” he told Tuesday’s Bild
newspaper. “If the U.S. government
rescues Ford, GM and Chrysler
from a bankruptcy with billions of
dollars, then we can’t simply watch
and leave producers in Europe
alone.”

German government adviser
and economist Peter Bofinger said
Germany should nationalize Opel
and sell it in better times. That
would ensure that aid for Opel re-
mains an isolated case, rather than
triggering requests for aid by other
German car makers, Mr. Bofinger
told German newspaper Münchner
Merkur. So far, however, German
policy makers haven’t proposed
such a step.

EU considers aid for auto makers

By Kate Linebaugh

LOS ANGELES—Detroit’s foreign
competitors are busy launching new
vehicles, opening new plants and hit-
ting the Los Angeles Auto Show, a
showcase of growing importance for
green technologies, with a slate of en-
vironmentally friendly vehicles.

Meanwhile, General Motors Corp.
andChryslerLLCarevirtualno-shows—
not sending any senior executives or
holdinganypressconferences.Among
the U.S. auto makers, only Ford Motor
Co. has staked out a significant pres-
ence at the annual event.

GM’s chairman, Rick Wagoner, is
busy on Capitol Hill seeking a finan-
cial lifeline to stave off bankruptcy.
Two weeks ago, GM and Ford an-
nounced further job cuts, and
Chrysler is in the midst of a buyout of-
fer to eliminate 25% of its white-collar
workers.

But the Big Three’s Japanese and
Europeancounterpartshavebeenscal-
ing up. Honda Motor Co. President
TakeoFukuiMondayattendedthecer-
emonial opening of the company’s
sixth U.S. plant, in Greensburg, Ind.,
where it produces the Civic compacts.

Toyota Motor Corp. started build-
ing its new Venza crossover wagon at
its Kentucky plant last week and will
open a new Ontario factory next

month. Toyota currently controls
more than 70% of the U.S. gas-electric
hybrid market, which has grown sub-
stantially in the past several years.

BMW AG is set to unveil its electric
two-seater version of the Mini Coo-
per, the “Mini E,” which it will have on
the roads of California, New York and
New Jersey in a lease fleet of 500 cars
early next year. The new “Mini E” took
10 months to develop, and more than
9,500 people already have signed up
on a Web site to receive applications
to lease the vehicle for a year—at
$850 a month.

While the car won’t be suitable for
high-volume production, the “know-
how gained from this project will pave
the way for a genuine, mass-produced
‘mega-city car,’ ” said Natalie Bauters,
the U.S. spokeswoman for Mini.

The biggest new technology gam-
ble out of Detroit is the Chevrolet Volt,
a battery-powered compact that GM
won’t have available until the end of
2010. Even though GM has cut back on
many of its automotive programs—
slashing capital spending by almost
half from $9 billion to the $4.8 billion
planned for 2009 and 2010—Mr. Wag-
oner said all the company’s advanced-
technology programs will stay on
track, including the Volt.

Fordplanstorevealtwonewhybrid
cars,doublingthenumberofhybridve-
hicles it offers and introducing its sec-
ond-generation hybrid technology.
TheDearborn,Mich.,automakerishop-

ing to take on Toyota’s hybrid Camry
with its new Fusion hybrid vehicle.

The Los Angeles show has recently
gained in importance both for the lux-
ury-vehicle makers and for innova-
tive, green technologies that appeal
to environmentally conscious Califor-
nians. In the past three years, the me-
dia attention at the show has doubled,
raising the show’s importance, accord-
ing to organizers. And Detroit’s low-
key appearance further illustrates
how tough times are and how hard it
will be for the Big Three to claw back
at a time when automotive technol-
ogy is rapidly changing.

The contrast highlights the diverg-
ing paths between the U.S. domestic
car makers and their foreign rivals at
a crisis point in the industry. While all
auto companies have been hurt by the
rapid contraction in U.S. vehicle sales,
Detroit’s Big Three have been pushed
to the brink with their high cost base,
legacy factories and smaller cash cush-
ions. GM and Ford jointly chewed
through $14.6 billion of cash in the
third quarter. Last week, GM said it
could run out of money by the end of
the year without federal assistance.

“Future product programs are be-
ing delayed as we speak,” says
Michael Robinet, an analyst at CSM
Worldwide, which tracks and fore-
casts auto production. “Their ability

to compete is being compromised to
an extent right now because they are
delaying some of this development.”
Mr. Robinet added: That’s “because it
takes money, and capital is something
they don’t have right now.”

Auto shows are important to deal-
ers. Duane Paddock, a Chevrolet
dealer in western New York, said it is
imperative for GM to invest heavily in
key programs like the Volt and its com-
pact Cruze.

“The reality of the situation is that
GM has got to do what they have to do
to maintain their long-term viability,”
Mr. Paddock said. “Hopefully the
short-term hurt they’re dealing with
will not affect us long-term.”

Auto shows also are opportunities
for the manufacturers to float new ve-
hicle ideas. Last year at the Los Ange-
les show, car enthusiast Jim Salomon
began talking to some Honda execu-
tives about the company’s hydrogen
fuel-cell Clarity test vehicle. The
51-year-old owner of a Newport
Beach, Calif., construction company
ended up the third recipient of a Clar-
ity this month.

“All the American auto makers
have been talking about hydrogen
cars, but it is just talk,” Mr. Salomon
said. “I was pretty pessimistic, but I’m
driving one. [Honda] proved me
wrong.”

—Sharon Terlep
and Jeff Bennett

contributed to this article.

GM, Chrysler bypass
Los Angeles auto show

Robert Nardelli

Rick Wagoner

FOCUS ON AUTOMOBILES

By Gabriele Parussini in Paris
and Andrea Thomas in Berlin

BMW’s Mini E will
debut at the Los

Angeles Auto Show.
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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 11/14 USD 32.13 –57.1 –58.4 –22.8
LG Asian Plus AS EQ CYM 11/14 USD 36.44 –57.3 –58.8 –18.0
LG Asian SmallerCo's AS EQ BMU 11/17 USD 49.48 –68.9 –69.5 –37.4
LG India EA EQ MUS 11/14 USD 31.01 –66.8 –63.7 –24.3
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 11/17 EUR 29.24 –60.0 –61.6 –31.1
MP-TURKEY.SI OT OT SVN 11/17 EUR 18.29 –64.1 –63.8 –33.4

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 11/13 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 11/18 USD 98.98 –58.1 –58.6 –21.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/18 USD 95.10 –58.5 –59.0 –22.4
PF (LUX)-Biotech-Pca OT EQ LUX 11/17 USD 275.67 –17.1 –20.3 –2.8
PF (LUX)-CHF Liq-Pca CH MM LUX 11/17 CHF 123.86 1.5 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/17 CHF 95.61 1.5 1.8 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/17 EUR 115.73 –48.0 –47.2 –25.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/17 USD 71.91 –47.4 –46.9 –17.6
PF (LUX)-East Eu-Pca EU EQ LUX 11/17 EUR 141.23 –72.5 –71.2 –39.8
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 11/18 USD 82.54 –64.3 –64.3 –26.9
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/18 USD 278.47 –62.1 –61.6 –26.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/17 EUR 77.73 –43.1 –42.8 –22.9
PF (LUX)-EUR Bds-Pca EU BD LUX 11/17 EUR 370.16 2.4 1.0 –0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/17 EUR 290.69 2.4 1.0 –0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/17 EUR 124.51 –5.1 –6.1 –3.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/17 EUR 90.77 –5.1 –6.1 –3.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/17 EUR 96.72 –32.5 –33.3 –19.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/17 EUR 62.56 –32.5 –33.3 –19.1
PF (LUX)-EUR Liq-Pca EU MM LUX 11/17 EUR 134.13 3.3 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/17 EUR 100.19 3.3 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/17 EUR 306.71 –49.7 –49.6 –27.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/17 EUR 103.29 –43.9 –44.6 –26.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/17 USD 168.86 –15.8 –15.1 –4.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/17 USD 120.40 –15.8 –15.1 –4.9
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 11/17 USD 11.96 –50.8 –49.3 –26.8
PF (LUX)-Gr China-Pca AS EQ LUX 11/18 USD 190.02 –55.6 –55.6 –14.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/18 USD 175.42 –66.9 –65.9 –24.2
PF (LUX)-Jap Index-Pca JP EQ LUX 11/18 JPY 7914.35 –44.3 –43.8 –27.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/18 JPY 7190.56 –46.3 –47.5 –32.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/18 JPY 7024.01 –46.6 –47.9 –32.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/18 JPY 3839.78 –44.3 –44.7 –30.6
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/18 USD 139.48 –56.3 –56.3 –21.3
PF (LUX)-Piclife-Pca CH BA LUX 11/17 CHF 694.34 –18.3 –18.2 –9.8
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/17 EUR 42.90 –44.2 –44.6 –25.5
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/17 USD 22.28 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/17 USD 65.69 –41.1 –41.4 –19.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/17 EUR 333.01 –46.1 –47.0 –24.8
PF (LUX)-US Eq-Ica US EQ LUX 11/17 USD 75.79 –41.1 –40.3 –19.6
PF (LUX)-USA Index-Pca US EQ LUX 11/17 USD 68.11 –41.3 –40.8 –21.0
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/17 USD 496.53 5.2 6.0 5.7
PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/17 USD 375.15 5.2 6.0 5.7
PF (LUX)-USD Liq-Pca US MM LUX 11/17 USD 129.99 2.3 2.8 3.7
PF (LUX)-USD Liq-Pdi US MM LUX 11/17 USD 87.63 2.3 2.8 3.7
PF (LUX)-Water-Pca GL EQ LUX 11/17 EUR 109.04 –30.2 –29.0 –14.4

PF (LUX)-WldGovBds-Pca GL BD LUX 11/17 USD 149.05 1.3 0.6 4.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/17 USD 126.13 1.3 0.5 4.9
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 11/18 USD 42.84 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 11/17 USD 7.21 –50.2 –49.9 –26.9
Japan Fund USD JP EQ IRL 11/18 USD 12.82 –23.9 –25.6 –13.8

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 11/12 USD 52.45 NS –62.1 –24.4

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 11/17 EUR 558.07 –43.3 –43.0 NS
Core Eurozone Eq B EU EQ IRL 11/17 EUR 640.37 NS NS NS
Euro Fixed Income A EU BD IRL 11/17 EUR 1135.23 –9.1 –10.3 –6.2
Euro Fixed Income B EU BD IRL 11/17 EUR 1203.80 –8.6 –9.7 –5.7
Euro Small Cap A EU EQ IRL 11/17 EUR 901.55 –48.8 –50.5 –30.8
Euro Small Cap B EU EQ IRL 11/17 EUR 959.27 –48.5 –50.2 –30.4
Eurozone Agg Eq A EU EQ IRL 11/17 EUR 491.64 –48.7 –48.1 NS
Eurozone Agg Eq B EU EQ IRL 11/17 EUR 701.97 –48.4 –47.8 –26.4
Glbl Bd (EuroHdg) A GL BD IRL 11/17 EUR 1191.35 –7.9 –8.1 –3.9
Glbl Bd (EuroHdg) B GL BD IRL 11/17 EUR 1256.05 –7.3 –7.5 –3.3
Glbl Bd A EU BD IRL 11/17 EUR 1029.12 2.1 1.4 –2.4
Glbl Bd B EU BD IRL 11/17 EUR 1088.30 2.6 2.1 –1.8
Glbl Real Estate A OT EQ IRL 11/17 USD 589.03 –53.7 –55.4 –32.5
Glbl Real Estate B OT EQ IRL 11/17 USD 603.19 –53.4 –55.1 –32.0
Glbl Real Estate EH-A OT EQ IRL 11/17 EUR 568.15 –51.6 –53.2 –32.9
Glbl Real Estate SH-B OT EQ IRL 11/17 GBP 53.86 –50.9 –52.4 –31.6
Glbl Strategic Yield A EU BD IRL 11/17 EUR 1147.00 –23.2 –23.4 –11.5
Glbl Strategic Yield B EU BD IRL 11/17 EUR 1219.20 –22.8 –22.9 –11.0
Japan Equity A JP EQ IRL 11/17 JPY 10162.00 –45.3 –45.7 –28.3
Japan Equity B JP EQ IRL 11/17 JPY 10759.00 –45.1 –45.4 –27.8
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/17 USD 1175.04 –55.6 –55.6 –21.9
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/17 USD 1245.42 –55.4 –55.3 –21.5
Pan European Eq A EU EQ IRL 11/17 EUR 719.71 –47.1 –46.8 –26.7
Pan European Eq B EU EQ IRL 11/17 EUR 762.14 –46.8 –46.6 –26.2
US Equity A US EQ IRL 11/17 USD 627.60 –45.9 –45.3 –22.5
US Equity B US EQ IRL 11/17 USD 667.47 –45.6 –45.0 –22.1
US Small Cap A US EQ IRL 11/17 USD 920.57 –46.4 –46.4 –25.0
US Small Cap B US EQ IRL 11/17 USD 979.65 –46.1 –46.0 –24.5

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 11/18 SEK 57.93 –50.3 –49.0 –29.2
Choice Japan Fd JP EQ LUX 11/18 JPY 43.49 –45.0 –44.9 –29.1
Choice Jpn Chance/Risk JP EQ LUX 11/18 JPY 43.63 –51.2 –51.1 –30.3
Choice NthAmChance/Risk US EQ LUX 11/18 USD 2.72 –47.9 –45.7 –24.5
Europe 2 Fd EU EQ LUX 11/18 EUR 0.71 –51.0 –50.9 –28.5
Europe 3 Fd EU EQ LUX 11/18 GBP 2.64 –44.0 –42.3 –20.0
Global Chance/Risk Fd GL EQ LUX 11/18 EUR 0.50 –36.5 –35.9 –21.2
Global Fd GL EQ LUX 11/18 USD 1.58 –46.7 –46.1 –22.5
Intl Mixed Fd -C- NO BA LUX 11/18 USD 21.03 –36.9 –36.5 –15.7
Intl Mixed Fd -D- NO BA LUX 11/18 USD 14.84 –36.9 –36.5 –14.6
Wireless Fd OT EQ LUX 11/18 EUR 0.10 –49.0 –48.4 –24.2

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 11/18 USD 3.88 –57.3 –57.1 –24.2
Currency Alpha EUR -IC- OT OT LUX 11/18 EUR 10.92 6.9 7.2 NS
Currency Alpha EUR -RC- OT OT LUX 11/18 EUR 10.87 6.5 6.7 NS
Currency Alpha SEK -ID- OT OT LUX 11/18 SEK 105.82 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/18 SEK 110.30 NS NS NS
Generation Fd 80 OT OT LUX 11/18 SEK 6.18 –34.6 –33.6 NS
Nordic Focus EUR NO EQ LUX 11/18 EUR 52.02 –47.4 NS NS
Nordic Focus NOK NO EQ LUX 11/18 NOK 57.39 NS NS NS
Nordic Focus SEK NO EQ LUX 11/18 SEK 56.20 –43.5 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 11/18 USD 0.69 –57.6 –57.3 –23.3
Choice North America Eq. Fd US EQ LUX 11/18 USD 1.33 –45.3 –43.6 –23.8

Ethical Global Fd GL EQ LUX 11/18 USD 0.58 –47.7 –47.3 –24.0
Ethical Sweden Fd NO EQ LUX 11/18 SEK 27.12 –39.1 –39.3 –20.4
Europe Fd EU EQ LUX 11/18 USD 1.50 –57.8 –57.6 –22.7
Global Equity Fd GL EQ LUX 11/18 USD 1.00 –46.9 –46.5 –22.0
Index Linked Bd Fd SEK OT BD LUX 11/18 SEK 12.78 2.3 2.7 1.9
Medical Fd OT EQ LUX 11/18 USD 2.79 –27.6 –26.3 –11.1
Short Medium Bd Fd SEK NO MM LUX 11/18 SEK 9.11 2.6 3.0 2.9
Technology Fd OT EQ LUX 11/18 USD 1.48 –48.0 –46.1 –22.6
World Fd GL EQ LUX 11/18 USD 1.54 –42.4 –42.8 –15.6

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 11/18 EUR 1.27 1.6 1.9 2.2
Short Bond Fd SEK NO MM LUX 11/18 SEK 21.42 2.1 2.5 2.6
Short Bond Fd USD US MM LUX 11/18 USD 2.49 1.6 2.0 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 11/18 SEK 10.05 –1.6 –1.5 –0.4
Alpha Bond Fd SEK -B- NO BD LUX 11/18 SEK 9.02 –1.6 –1.5 –0.4
Alpha Bond Fd SEK -C- NO BD LUX 11/18 SEK 25.17 –1.8 –1.6 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 11/18 SEK 8.39 –1.8 –1.6 –0.5
Alpha Short Bd SEK -A- NO MM LUX 11/18 SEK 10.74 2.3 2.7 2.8
Alpha Short Bd SEK -B- NO MM LUX 11/18 SEK 10.08 2.3 2.7 2.8
Alpha Short Bd SEK -C- NO MM LUX 11/18 SEK 21.03 2.2 2.6 2.7
Alpha Short Bd SEK -D- NO MM LUX 11/18 SEK 8.74 2.2 2.6 2.7
Bond Fd EUR -C- EU BD LUX 11/18 EUR 1.26 3.8 3.0 1.5
Bond Fd EUR -D- EU BD LUX 11/18 EUR 0.50 3.8 3.0 1.5
Bond Fd SEK -C- NO BD LUX 11/18 SEK 40.13 6.2 6.5 3.6
Bond Fd SEK -D- NO BD LUX 11/18 SEK 12.04 5.0 5.3 3.0
Corp. Bond Fd EUR -C- EU BD LUX 11/18 EUR 1.09 –7.5 –8.5 –4.5
Corp. Bond Fd EUR -D- EU BD LUX 11/18 EUR 0.85 –7.9 –8.9 –4.8
Corp. Bond Fd SEK -C- NO BD LUX 11/18 SEK 10.55 –12.5 –13.2 –6.8
Corp. Bond Fd SEK -D- NO BD LUX 11/18 SEK 8.29 –12.4 –13.0 –6.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/18 EUR 100.46 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/18 EUR 100.23 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 11/18 SEK 110.16 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/18 SEK 1016.80 NS NS NS
Flexible Bond Fd -C- NO BD LUX 11/18 SEK 20.52 4.0 4.3 3.3
Flexible Bond Fd -D- NO BD LUX 11/18 SEK 11.62 4.0 4.3 3.3

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/18 SEK 79.43 –25.2 –26.5 –13.0
Global Hedge I SEK -D- OT OT LUX 11/18 SEK 72.59 –27.4 –28.6 –14.2

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/18 USD 1.36 –59.1 –58.2 –20.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/18 SEK 15.89 –52.4 –54.1 –25.3
Europe Chance/Risk Fd EU EQ LUX 11/18 EUR 780.90 –54.1 –54.0 –31.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/17 USD 13.33 –59.7 –60.5 –13.3
Eq. Pacific A AS EQ LUX 11/17 USD 5.99 –56.8 –57.0 –17.8

n SGAM Fund
Bonds CHF A CH BD LUX 11/17 CHF 27.33 4.8 4.2 0.6
Bonds ConvEurope A EU BD LUX 11/17 EUR 28.02 –3.6 –3.4 1.3
Bonds Eur Corp A EU BD LUX 11/17 EUR 20.17 –8.1 –8.9 –4.9
Bonds Eur Hi Yld A EU BD LUX 11/14 EUR 14.26 –32.7 –33.8 –18.7
Bonds EURO A EU BD LUX 11/17 EUR 38.27 3.6 2.9 1.4
Bonds Europe A EU BD LUX 11/17 EUR 36.90 3.2 2.2 1.0
Bonds US MtgBkSec A US BD LUX 11/17 USD 23.50 –6.8 –7.5 –1.0
Bonds US OppsCoreplus A US BD LUX 11/17 USD 30.55 –2.9 –2.2 1.7
Bonds World A GL BD LUX 11/14 USD 36.72 –1.2 –1.9 4.9
Eq. ConcentratedEuropeA EU EQ LUX 11/17 EUR 19.82 –50.9 –50.7 –29.7
Eq. Eastern Europe A EU EQ LUX 11/17 EUR 13.79 –68.7 –67.7 –37.1
Eq. Equities Global Energy OT EQ LUX 11/17 USD 13.66 –45.8 –42.4 –13.2
Eq. Euroland A EU EQ LUX 11/17 EUR 8.85 –48.8 –48.5 –26.8
Eq. Euroland MidCapA EU EQ LUX 11/17 EUR 14.78 –49.0 –50.5 –29.9
Eq. EurolandCyclclsA EU EQ LUX 11/17 EUR 13.15 –48.1 –47.3 –21.5
Eq. EurolandFinancialA OT EQ LUX 11/17 EUR 8.46 –54.5 –54.3 –35.6
Eq. Glbl Emg Cty A GL EQ LUX 11/17 USD 5.33 –60.6 –60.9 –24.2
Eq. Global A GL EQ LUX 11/17 USD 19.95 –47.9 –47.6 –25.4
Eq. Global Technol A OT EQ LUX 11/17 USD 3.41 –51.8 –52.5 –30.9
Eq. Gold Mines A OT EQ LUX 11/17 USD 12.95 –56.8 –56.9 –27.5
Eq. Japan A JP EQ LUX 11/17 JPY 670.17 –49.4 –48.9 –31.5
Eq. Japan Sm Cap A JP EQ LUX 11/17 JPY 895.72 –47.5 –49.3 –38.4
Eq. Japan Target A JP EQ LUX 11/17 JPY 1481.92 –26.8 –27.9 –17.0
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 11/17 GBP 8.98 –47.3 –47.6 –28.2

Eq. US ConcenCore A US EQ LUX 11/17 USD 15.44 –42.5 –40.2 –21.0
Eq. US Lg Cap Gr A US EQ LUX 11/14 USD 10.84 –46.2 –45.4 –22.1
Eq. US Mid Cap A US EQ LUX 11/17 USD 18.45 –52.9 –52.2 –23.8
Eq. US Multi Strg A US EQ LUX 11/14 USD 15.57 –45.9 –46.0 –24.8
Eq. US Rel Val A US EQ LUX 11/14 USD 15.05 –47.4 –48.4 –28.9
Eq. US Sm Cap Val A US EQ LUX 11/17 USD 12.03 –51.8 –52.4 –33.1
Eq. US Value Opp A US EQ LUX 11/17 USD 12.77 –49.9 –50.2 –31.2
Money Market EURO A EU MM LUX 11/17 EUR 27.00 3.8 4.4 4.0
Money Market USD A US MM LUX 11/17 USD 15.70 2.6 3.1 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 11/13 AED 5.38 –53.8 –50.0 –17.4

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 11/18 EEK 110.30 –58.9 –58.9 –34.9
New Europe Small Cap EUR EE EQ EST 11/18 EEK 54.21 –61.1 –61.3 –35.4
Second Wave EUR EE EQ EST 11/18 EEK 93.78 –65.9 –65.6 –32.2

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/18 JPY 8455.00 –49.6 –52.4 –33.3
YMR-N Japan Fund JP EQ IRL 11/18 JPY 9266.00 –46.7 –48.6 –29.4
YMR-N Low Price Fund JP EQ IRL 11/18 JPY 12523.00 –45.1 –47.5 –30.3
YMR-N Small Cap Fund JP EQ IRL 11/18 JPY 6060.00 –51.1 –54.5 –36.0
Yuki Mizuho Gen Jpn III JP EQ IRL 11/18 JPY 4301.00 –53.7 –53.9 –32.9
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/18 JPY 4597.00 –52.7 –54.5 –35.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/18 JPY 6094.00 –51.4 –51.5 –34.3
Yuki Mizuho Jpn Gen JP EQ IRL 11/18 JPY 7874.00 –48.8 –51.5 –30.8
Yuki Mizuho Jpn Gro JP EQ IRL 11/18 JPY 6101.00 –50.6 –53.2 –33.5
Yuki Mizuho Jpn Inc JP EQ IRL 11/18 JPY 7806.00 –40.4 –41.8 –24.8
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/18 JPY 4941.00 –47.6 –48.8 –29.7
Yuki Mizuho Jpn LowP JP EQ IRL 11/18 JPY 10805.00 –40.4 –42.8 –24.6
Yuki Mizuho Jpn PGth JP EQ IRL 11/18 JPY 7638.00 –53.5 –55.0 –32.9
Yuki Mizuho Jpn SmCp JP EQ IRL 11/18 JPY 5917.00 –53.3 –56.2 –34.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/18 JPY 4991.00 –46.9 –48.0 –30.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/18 JPY 2442.00 –57.3 –60.3 –47.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/18 JPY 4206.00 –52.5 –52.3 –33.6
Yuki 77 General JP EQ IRL 11/18 JPY 5774.00 –49.8 –51.3 –31.4
Yuki 77 Growth JP EQ IRL 11/18 JPY 5936.00 –51.6 –54.7 –34.5
Yuki 77 Income AS EQ IRL 11/18 JPY 5008.00 –40.3 –40.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/18 JPY 6186.00 –46.9 –49.1 –31.3
Yuki Chugoku Jpn Gro JP EQ IRL 11/18 JPY 5141.00 –49.0 –50.1 –29.1
Yuki Chugoku JpnLowP JP EQ IRL 11/18 JPY 7864.00 –39.7 –42.7 –22.4
Yuki Chugoku JpnPurGth JP EQ IRL 11/18 JPY 4668.00 –46.7 –49.7 –30.1

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/18 JPY 6607.00 –48.6 –50.7 –32.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/18 JPY 4528.00 –48.6 –49.9 –30.2
Yuki Hokuyo Jpn Inc JP EQ IRL 11/18 JPY 5255.00 –37.7 –38.9 –24.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/18 JPY 4443.00 –48.5 –51.9 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/18 JPY 4526.00 –53.3 –55.2 –34.4
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/18 JPY 4428.00 –50.4 –52.5 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/18 JPY 5010.00 –47.7 –52.7 –31.2

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 10/31 USD 16.53 –94.5 –94.1 –64.7
788 China Smaller Cap OT OT CYM 10/31 USD 14.06 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 10/31 USD 69.47 –51.6 –42.7 –23.1
788 Japan Fund Ltd OT OT CYM 10/31 USD 13.18 –89.3 –88.7 –65.9

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 10/31 USD 1370.66 –15.9 –17.2 –4.1
CMA MultHdge Arbtrge OT OT CYM 10/31 USD 1743.96 –9.7 –10.2 –0.6
CMA MultHdge Balncd OT OT CYM 10/31 USD 1254.93 –10.4 –10.9 –1.2
CMA MultHdge Growth OT OT CYM 10/31 USD 1717.54 –13.0 –12.9 –2.8
CMA MultiHdge Lvrgd OT OT CYM 10/31 USD 992.78 –30.5 –34.4 –12.2

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

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

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

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

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 11/07 USD 606.40 –65.9 –64.7 –35.9

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 10/31 EUR 210.47 13.6 8.8 42.6
Horseman EmMkt Opp USD GL EQ USA 10/31 USD 214.41 11.9 6.9 43.5
Horseman EurSelLtd EUR EU EQ GBR 10/31 EUR 204.26 13.7 13.2 21.0
Horseman EurSelLtd USD EU EQ GBR 10/31 USD 212.14 12.9 12.4 21.6
Horseman Glbl Ltd EUR GL EQ CYM 10/31 USD 463.97 23.7 17.6 33.9
Horseman Glbl Ltd USD GL EQ CYM 10/31 USD 463.97 23.7 17.6 33.9

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

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 10/31 EUR 81.54 –27.2 –28.5 NS
Special Opp Inst EUR OT OT CYM 10/31 EUR 76.60 –26.8 –28.0 NS
Special Opp Inst USD OT OT CYM 10/31 USD 86.95 –23.9 –25.0 NS
Special Opp USD OT OT CYM 10/31 USD 85.84 –24.4 –25.5 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 10/31 EUR 121.88 –13.9 –13.8 1.1
GH Fund CHF Hdg OT OT JEY 10/31 CHF 102.69 –16.3 –16.7 –3.1
GH Fund EUR Hdg OT OT JEY 10/31 EUR 110.72 –16.1 –16.2 –1.9
GH Fund EUR Hdg (Non-V II) OT OT JEY 10/31 EUR 98.32 –16.0 –16.1 –1.9
GH Fund EUR Hdg (Non-V) OT OT JEY 10/31 EUR 110.72 –16.1 –16.2 –1.9
GH Fund GBP Hdg OT OT JEY 10/31 GBP 121.05 –15.4 –15.1 –0.4
GH Fund Inst EUR OT OT JEY 10/31 EUR 85.10 NS NS NS
GH Fund Inst JPY OT OT JEY 10/31 JPY 8606.81 –15.2 –15.8 NS
GH Fund Inst USD OT OT JEY 10/31 USD 100.84 –14.1 –13.9 0.7
GH FUND S EUR OT OT CYM 10/31 EUR 115.41 –15.6 –15.5 –1.0
GH FUND S GBP OT OT CYM 10/31 GBP 120.73 –14.3 –13.8 0.8
GH Fund S USD OT OT CYM 10/31 USD 134.78 –13.7 –13.4 1.2
GH Fund USD OT OT GGY 10/31 USD 249.44 –14.7 –14.5 0.0
Hedge Investments OT OT JEY 09/30 USD 131.95 –10.1 –6.8 3.4
Leverage GH USD OT OT GGY 10/31 USD 103.88 –31.9 –32.4 –7.4
MultiAdv Arb CHF Hdg OT OT JEY 10/31 CHF 88.58 –22.4 –23.6 –9.5
MultiAdv Arb EUR Hdg OT OT JEY 10/31 EUR 94.11 –22.6 –23.6 –8.8
MultiAdv Arb GBP Hdg OT OT JEY 10/31 GBP 102.75 –21.9 –22.7 –7.7
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 10/31 EUR 99.52 –21.9 –22.6 –7.6
MultiAdv Arb S GBP OT OT CYM 10/31 GBP 105.55 –20.6 –21.2 –6.0
MultiAdv Arb S USD OT OT CYM 10/31 USD 113.61 –19.7 –20.3 –5.4

<bb MultiAdv Arb USD OT OT GGY 10/31 USD1
77.33 –20.6 –21.4 –6.6

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 10/31 USD 115.10 –13.6 –14.5 –1.4

Asian AdbantEdge EUR OT OT JEY 10/31 EUR 89.05 –25.0 –24.9 NS
Asian AdvantEdge OT OT JEY 10/31 USD 162.94 –23.7 –23.4 –0.6
Emerg AdvantEdge OT OT JEY 10/31 USD 161.95 –21.7 –22.6 1.3
Emerg AdvantEdge EUR OT OT JEY 10/31 EUR 93.62 –21.5 –22.7 NS
Europ AdvantEdge EUR OT OT JEY 10/31 EUR 122.63 –14.0 –16.0 –3.4
Europ AdvantEdge USD OT OT JEY 10/31 USD 127.75 –14.5 –16.4 –2.8
Japan AdvantEdge JPY OT OT JEY 10/31 JPY 8303.85 –11.5 –13.1 –9.7
Japan AdvantEdge USD OT OT JEY 10/31 USD 96.27 –10.4 –11.2 –6.4
Lvgd Alpha AdvantEdge OT OT JEY 10/31 USD 102.60 –29.3 –31.4 –8.8
Trading AdvantEdge OT OT GGY 10/31 USD 143.14 6.4 8.3 15.6
Trading AdvantEdge EUR OT OT GGY 10/31 EUR 129.99 6.5 8.0 14.4
Trading AdvantEdge GBP OT OT GGY 10/31 GBP 136.17 8.2 10.3 16.4
US AdvantEdge OT OT JEY 10/31 USD 112.55 –11.0 –11.7 –0.2

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 103.47 1.0 7.3 7.8
Integrated Emg Markets EUR OT OT CYM 09/30 EUR 83.79 –20.2 –18.9 –3.4
Integrated European EUR OT OT CYM 09/30 EUR 151.00 1.6 0.6 4.0
Integrated Event Driven EUR OT OT CYM 09/30 EUR 93.78 –12.6 –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 124.28 –10.9 –9.1 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 11/14 USD 198.94 –76.1 –75.7 –49.1
Antanta MidCap Fund EE EQ AND 11/14 USD 317.61 –82.5 –81.7 –48.6
Meriden Opps Fund GL OT AND 11/12 EUR 91.70 –18.2 NS NS
Meriden Protective Div GL EQ AND 11/17 EUR 79.41 –2.1 NS NS

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

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 11/11 USD 77.01 61.1 46.0 30.5
Superfund GCT USD* GL EQ LUX 11/11 USD 3532.00 45.6 36.1 20.4
Superfund Gold A (SPC) GL OT CYM 11/11 USD 956.52 8.8 6.6 18.6
Superfund Gold B (SPC) GL OT CYM 11/11 USD 1096.78 17.1 12.7 24.4
Superfund Q-AG* OT OT AUT 11/11 EUR 8517.00 31.6 25.3 17.0

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 10/31 USD 182.17 10.5 14.3 13.5

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 10/31 EUR 1240.25 –0.9 1.9 9.0
Winton Evolution GBP GL OT VGB 10/31 GBP 1221.29 0.1 3.2 10.3
Winton Evolution JPY GL OT VGB 10/31 JPY 110273.37 –4.0 –1.9 5.4
Winton Evolution USD GL OT CYM 10/31 USD 1213.35 –1.1 1.8 9.6
Winton Futures EUR GL OT VGB 10/31 EUR 192.40 13.4 16.3 17.8
Winton Futures GBP GL OT VGB 10/31 GBP 206.48 14.5 17.8 19.4
Winton Futures JPY Lead Series 2 GL OT VGB 10/31 JPY 13810.16 9.7 11.8 14.4
Winton Futures USD GL OT VGB 10/31 USD 684.27 12.9 15.9 18.5

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

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR
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NAV — %RETURN —
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Diamond business dulls
India’s polishers
hit a rough patch
amid U.S. slowdown

By Tariq Engineer

SURAT, India—The global capi-
tal of the diamond-polishing trade
is losing its luster.

For more than two decades, this
coastal city in the western Indian
state of Gujarat has been a crucial
way station in the world’s diamond
trade: Eight of every 10 finished dia-
monds in the world are cut and pol-
ished here before export to markets
such as the U.S. At its peak three years
ago, the industry generated exports
of $12 billion (Œ15 billion) a year.

While wages elsewhere in India

have risen, the owners of diamond-
cutting businesses have kept a tight
cap on pay, prompting an exodus of
workers for more lucrative jobs.
Now the industry is bracing for an-
other blow, this one from the slow-
down in the U.S., which as recently
as two years ago imported roughly
half the diamonds finished in Surat.

Some 250,000 workers, a third
of the city’s diamond-cutting and
polishing work force, have left the
industry in the past three years, win-
nowing those employed in the trade
to about 500,000. After cutters and
polishers went on strike in July, the
Surat Diamond Association, an in-
dustry body of manufacturers and
traders, agreed to a 20% wage in-
crease—the first in a decade.

Surat’s exports grew at an aver-
age of more than 20% a year in dol-
lar terms from 2002 to 2005. In

2006, growth fell to 6%. The follow-
ing year was worse: Exports shrank
8%. The industry appeared to re-
bound in the year ended March 31,
with export growth of 30%, but in-
dustry executives say the numbers
are misleading, boosted by the elimi-
nation of import duties. In effect, ex-
ports were flat, says Sanjay Kothari,
chairman of the Gem and Jewelry Ex-
port Promotion Council of India.

The slump is taking a toll. C.P. Va-
nani, president of the Diamond Asso-
ciation, estimates 15% of the 4,000
factories in Surat have closed in the
past several years.

Surat’s diamond merchants are
trying to lessen their dependence
on the U.S. by targeting other coun-
tries, including India, and increas-
ing the amount of finished jewelry
they produce. It will be heavy going.
“Our industry has never seen such a

market since we have been in dia-
monds,” says Aagam Sanghvi, 24, a
director of Sanghvi Group, one of In-
dia’s largest diamond cutters.

The U.S. accounted for 50% of
Sanghvi’s $400 million in revenue

for the year ended March 31. It has ex-
panded in the Middle East and Asia
to help offset the U.S. slowdown. But
now demand is slowing even in those
markets. “There is [a] liquidity crisis
everywhere,” Mr. Sanghvi says.

A diamond polisher in a small factory in Surat, the center of the industry in India.
The slowdown in the U.S. has damped demand for Surat’s products.

CORPORATE NEWS
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By James R. Hagerty

Debate is heating up on the fu-
ture of Fannie Mae and Freddie
Mac as the two U.S. government-
backed providers of funding for
home mortgages flounder with
heavy losses and difficulties in bor-
rowing through long-term bonds.

In prepared remarks for a speech
in Detroit on Tuesday, Bank of Amer-
ica Corp. Chief Executive Kenneth
Lewis called for scrapping the busi-
ness model of Fannie and Freddie.
He said the U.S. should “move in the
direction of a system that relies
more on private-sector institu-
tions,” without government guaran-
tees, to channel money from inves-
tors to home-mortgage lenders.

In the short term, though, Mr.
Lewis said the government should
make its backing of Fannie and Fred-
die “more explicit” to boost inves-
tor confidence and push down mort-
gage interest rates.

The Mortgage Bankers Associa-
tion, a trade group, is slated to host a
meeting in Washington on Wednes-
day to discuss options for the future
of the “secondary market,” in which
lenders sell loans—singly or in the
form of securities backed by thou-
sands of mortgages—to investors.

That system has sputtered re-
cently. On Sept. 6, U.S. regulators
seized control of the management
of Fannie and Freddie, citing heavy
losses from mortgage defaults. At
that time, the Treasury pledged to
provide as much as $100 billion of
capital to each company in ex-
change for preferred stock. Last
week, Freddie said it needs a $13.8
billion cash injection from the Trea-
sury, and Fannie said it may need
Treasury funds by year’s end.

Investors, particularly those
overseas, have become wary of buy-
ing bonds issued by Fannie and Fred-
die in light of uncertainty over how
they may be restructured and
whether they will even continue to
exist in the long term. Treasury Sec-
retary Henry Paulson last week said
investors can “bank on” promises
that the government will ensure Fan-
nie and Freddie can pay their obliga-
tions. But there is no explicit fed-
eral guarantee of Fannie and Fred-
die debt, and investors are less will-
ing than in the past to accept “im-
plied” guarantees or oral promises.
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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 11/17 GBP 6.29 –33.6 –32.0 –16.4
Andfs. Borsa Global GL EQ AND 11/17 EUR 5.62 –41.3 –40.6 –21.4
Andfs. Emergents GL EQ AND 11/17 USD 9.15 –56.9 –57.3 –21.5
Andfs. Espanya EU EQ AND 11/17 EUR 10.00 –43.3 –45.3 –22.4
Andfs. Estats Units US EQ AND 11/17 USD 11.69 –42.4 –39.9 –20.6
Andfs. Europa EU EQ AND 11/17 EUR 6.31 –43.1 –42.2 –22.5
Andfs. Franca EU EQ AND 11/17 EUR 8.17 –41.8 –40.8 –23.0
Andfs. Japo JP EQ AND 11/17 JPY 424.26 –45.1 –44.9 –27.2
Andfs. Plus Dollars US BA AND 11/17 USD 8.38 –21.7 –21.7 –9.9
Andfs. RF Dolars US BD AND 11/17 USD 10.17 –10.2 –10.5 –4.3
Andfs. RF Euros EU BD AND 11/17 EUR 9.05 –18.0 –18.7 –10.5
Andorfons EU BD AND 11/17 EUR 12.24 –20.0 –20.6 –12.2
Andorfons Alternative Premium OT OT AND 09/30 EUR 105.62 –9.0 –8.2 –0.1
Andorfons Mix 30 EU BA AND 11/17 EUR 8.24 –29.0 –28.9 –15.5
Andorfons Mix 60 EU BA AND 11/17 EUR 8.07 –38.7 –37.6 –20.2

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 11/18 EUR 10.10 –0.7 –0.9 1.1
DJE-Absolut P GL EQ LUX 11/18 EUR 173.43 –31.3 –29.3 –11.4
DJE-Alpha Glbl P EU BA LUX 11/18 EUR 148.76 –27.2 –24.9 –9.2
DJE-Div& Substanz P GL EQ LUX 11/18 EUR 169.74 –28.8 –28.7 –10.3
DJE-Gold&Resourc P OT EQ LUX 11/18 EUR 107.99 –42.4 –42.0 –17.3
DJE-Renten Glbl P EU BD LUX 11/18 EUR 117.93 –3.4 –4.3 –0.8
LuxPro-Dragon I AS EQ LUX 11/18 EUR 90.73 –49.9 –49.3 –11.1
LuxPro-Dragon P AS EQ LUX 11/18 EUR 88.73 –50.9 –50.4 –12.1
LuxTopic-Aktien Europa EU EQ LUX 11/18 EUR 13.19 –31.6 –30.2 –10.3
LuxTopic-Pacific AS EQ LUX 11/18 EUR 9.34 –56.5 –57.3 –24.1

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 11/17 EUR 41.65 –62.0 –61.3 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 11/17 USD 40.54 –67.2 –66.5 NS
(Lux) Russian EUR EE EQ LUX 11/18 EUR 33.80 –70.3 –69.2 NS
(Lux) Russian USD EE EQ LUX 11/17 USD 33.92 –73.5 –72.5 NS
Balkan Fund EE EQ SWE 11/18 SEK 11.48 –65.6 –64.3 –28.3
Baltic Fund EE EQ SWE 11/18 SEK 37.84 –48.6 –50.3 –24.4
Eastern European Fund EU EQ SWE 11/18 SEK 20.14 –63.2 –61.7 –29.6
Russian Fund EE EQ SWE 11/18 SEK 572.49 –67.2 –65.7 –32.8
Turkish Fund EE EQ SWE 11/18 SEK 3.97 –65.4 –63.2 –28.4

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 11/13 CHF 64.22 –57.5 –57.0 –21.4
HF-World Bds Abs Ret OT OT CHE 11/13 USD 78.19 –14.3 –11.1 –5.1

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 11/16 SAR 5.14 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 11/17 USD 225.08 –27.8 –27.2 –12.1

Sel Emerg Mkt Equity GL EQ GGY 11/17 USD 120.79 –55.4 –55.5 –21.1
Sel Euro Equity EUR US EQ GGY 11/14 EUR 77.82 –46.7 –48.1 –26.3
Sel European Equity EU EQ GGY 11/17 USD 127.05 –55.2 –55.2 –27.9
Sel Glob Equity GL EQ GGY 11/17 USD 133.37 –51.2 –51.2 –27.3
Sel Glob Fxd Inc GL BD GGY 11/17 USD 123.81 –15.6 –16.2 –6.0
Sel Pacific Equity AS EQ GGY 11/17 USD 82.83 –53.0 –53.1 –20.0
Sel US Equity US EQ GGY 11/17 USD 93.50 –45.2 –44.9 –24.0
Sel US Sm Cap Eq US EQ GGY 11/17 USD 117.31 –49.3 –49.9 –30.0

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/17 EUR 287.19 –20.4 –20.3 –10.7
DSF 50/50 EU BA LUX 11/17 EUR 215.01 –27.6 –27.2 –14.8
DSF 75/25 EU BA LUX 11/17 EUR 163.84 –34.8 –34.2 –19.6
KBC Eq (L) Europe EU EQ LUX 11/17 EUR 397.32 –47.7 –47.3 –27.6
KBC Eq (L) Japan JP EQ LUX 11/17 JPY 16707.00 –43.5 –43.8 –28.1
KBC Eq (L) NthAmer EUR US EQ LUX 11/17 EUR 434.04 –43.7 –43.0 –22.7
KBC Eq (L) NthAmer USD US EQ LUX 11/17 USD 626.12 –42.6 –41.7 –20.7
KBL Key America EUR US EQ LUX 11/14 EUR 306.82 –47.5 –47.0 –23.4
KBL Key America USD US EQ LUX 11/14 USD 319.17 –47.1 –46.4 –22.0
KBL Key East Europe EU EQ LUX 11/14 EUR 1241.57 –63.4 –62.7 –32.6
KBL Key Eur Sm Cie EU EQ LUX 11/14 EUR 683.21 –50.2 –52.6 –28.7
KBL Key Europe EU EQ LUX 11/14 EUR 526.23 –40.4 –41.6 –22.2
KBL Key Far East AS EQ LUX 11/14 USD 840.65 –56.0 –57.7 –21.8
KBL Key Major Em Mkts GL EQ LUX 11/14 USD 328.55 –64.6 –64.4 –23.8
KBL Key NaturalRes EUR OT EQ LUX 11/14 EUR 347.15 –44.2 –44.1 NS
KBL Key NaturalRes USD OT EQ LUX 11/14 USD 334.92 –51.5 –51.7 NS
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Falling crop prices weigh on small farms
Production cutbacks
may bring food crisis
as investors pull out

BofA’s loan modifications anger investors

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

By Patrick Barta

BANLUNG, Cambodia—A few
years ago, this dusty frontier town
waslittle more than a junction of dirt
tracks in the jungle, with a handful of
wooden buildings and beat-up cars.
Then global crop prices shot up and
Banlung became a boomtown.

Farmers swarmed in and cleared
land to plant rubber, soybeans and
other cash crops. In similar ways,
small farmers in many other coun-
tries, such as Bangladesh, Russia,
Ukraine and Nigeria, ramped up pro-
duction to profit from the dramatic
rise in the prices of agricultural
products in recent years.

Now, however, the future of the
expansion in Banlung and else-
where is in doubt as grain prices
have plummeted because of the glo-
bal economic slowdown. With inves-
tors pulling money out of commodi-
ties and growth slowing across the
world, corn prices are down about
50% since the end of June, while
wheat is down about 30%.

A slowdown in new farmland de-
velopment could hinder efforts to
ease the global food shortage. Ear-
lier this year, those shortages trig-
gered riots from Haiti to Egypt to Pa-
kistan and raised fears of perma-
nently higher prices for basic food-

stuffs. Some agricultural analysts
worry that when the world econ-
omy recovers, the food crisis will re-
turn in full force.

New plantings in places like Ban-
lung remain a tiny part of global out-
put, which is dominated by agricul-
tural production in big countries in-
cluding the U.S., Brazil, Canada, Aus-
tralia and China. But they helped
make this year likely the highest
ever for grain production globally.

The Food and Agriculture Organi-
zation of the United Nations warned
in a report this month that “troubles
loom ahead” as farmers cut back on
production to gird against lower
prices, potentially leaving the world
short when demand springs back.

DanBasseat AgResourceCo.,are-
search firm in Chicago, forecasts
drops in global output of some crops
next year as farmers grow more cau-
tious. Mr. Basse sees a nearly 3% de-
cline incorn production and a decline
of more than 4% in wheat output.

Already there are signs the mo-
mentum in Banlung is fading. Al-
though many Cambodian farmers
haven’t yet decided how much to
grow next year, land transactions in
the area have slowed considerably,
suggesting a decline in demand for
property to create more farms and
thelandspeculationthatwentwithit.

“You used to sit in the breakfast
shop and just see the deals happen-
ing,”says JanNoorlander,a localrep-

resentative for CARE, the interna-
tional aid agency, in Banlung. “Now
people are sitting back,” he says.
“People are pretty wary right now.”

That is a sharp reversal from the
gold-rush-like boom that hit Ban-
lung a few years ago. It wasn’t
pretty: The new investment in agri-
culture brought allegations of land
theft and illegal forest-clearing. In-
digenous hill tribes that once prac-
ticed subsistence farming sold off
communal land to buy cars, stereos
and conveniences.

Meanwhile, in Bangladesh and
other parts of Asia, farmers added a
second or third rice crop beyond
what they would normally grow. In
Russia, farmers cultivated an addi-

tional 2.6 million hectares of grains,
while other countries that previ-
ously produced well below their po-
tential, including Ukraine, Nigeria
and parts of Eastern Europe, in-
creased agricultural output.

In all, global cereals production is
expected to hit a record high of
roughly 2.2 billion metric tons this
year, an increase of more than 5%
froma yearearlier,theFAOsays.That
was mostly from traditional agricul-
tural powerhouses such as the U.S.,
but some newer frontiers helped.

For Cambodia, agricultural in-
vestment promised a return to its
glory days 40 years earlier as an im-
portant regional producer of rice,
rubber and other crops. Private trad-
ers have expanded their reach into
the remotest parts of the country to
encourage small farmers to plant
more, and foreign investment has
followed. Kuwait recently agreed to
give Cambodia more than $500 mil-
lion in loans to boost farm produc-
tion and improve roads to transport
crops, among other things.

As a result, Cambodia has
emerged as a notable exporter of
rice for the first time since the 1960s.
Government ministers have started
referring to rice as “white gold.”

“I never thought I’d have the
money to buy a piece of land,” says
Mey Pov, 44 years old. He moved to
Banlung from a nearby province a
few years ago and got a job manag-
ing a new 20-hectare farm with rub-
ber trees and soybeans for an out-
side investor. He then took his in-
come and bought his own two-hect-
are farm, with hopes of becoming an
even bigger agricultural producer
someday.

Farmers are disappointed by fall-
ing prices, says Yang Saing Koma, a
Cambodian agronomist who runs Ce-
dac, an agricultural development or-
ganization that works in villages
teachingfarmers howto boostyields.
However, in the long run, “I still think
there’s potential” to produce more
crops in Cambodia, he adds.

The amount of land in the area
around Banlung devoted to cash
crops shot up about 50% in the past
several years, local officials say. The
area’s population, which includes
people living in communities in the
forest outside the town, swelled to
more than 133,000, from roughly
90,000 a decade ago.

Now that crop prices are falling,
economists say some farmers will
have no choice but to curtail expan-
sion. And the motorbikes, televi-
sions and other consumer goods
they spent money on won’t help
feed them in tougher times.

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

By Ruth Simon

Bank of America Corp.’s deci-
sion to embark on an $8.4 billion
home-loan-modification program
to settle charges brought by state at-
torneys general against Country-
wide Financial Corp. was hailed as a
milestone when the deal was an-
nounced this fall. But apparently no-
body talked to one group that will
shoulder much of the settlement’s
costs: investors who hold securities
backed by Countrywide mortgages.

Now, some of those investors are
crying foul, adding to the confusion
over what is becoming a central is-
sue in efforts to resolve the wave of
foreclosures that is at the root of
the global financial crisis.

J.P. Morgan Chase & Co. and Citi-
group Inc. recently announced fore-

closure-prevention programs that
aim to reduce interest rates, extend
repayment schedules and, in the
case of Citigroup, reduce loan
amounts, to help borrowers keep
their homes. But the programs have
focused primarily on loans wholly
owned by those companies because
they feel they have more authority
to rework those mortgages.

More than $2 trillion in mortgage
loans were packaged into mortgage-
backed securities and sold to inves-
tors by Wall Street, according to In-
side Mortgage Finance. But opinions
vary regarding the degree to which
these mortgages can be modified.

Bank of America settled charges
this fall with attorneys general from
15 states. The settlement stemmed
from charges that Countrywide en-
gaged in predatory lending prac-

tices involving borrowers who took
out subprime loans and option-ad-
justable-rate mortgages. Under the
settlement, Bank of America, which
acquired Countrywide in July,
agreed to modify the mortgages of
as many as 400,000 borrowers. The
bank neither admitted nor denied
wrongdoing.

Bank of America said it owns
about 12% of the loans at issue and
can modify another 75% based on the
“delegated authority” provided in its
contracts with investors. “We believe
the program benefits both customers
and investors,” a Bank of America
spokesman said. Bank of America
didn’t seek investor approval before
agreeing to the settlement “because
the design of the program was based
in large part on the delegated author-
ity” in the contracts, he added.

But some investors believe they
should have been contacted first.
“Our view is that Countrywide Finan-
cial Corp. made this determination
without consulting with a representa-
tive group of investors,” said Ralph
Daloisio, managing director at Natixis
SA, which owns securities backed by
Countrywide loans. He agreed,
though, that if done right, loan modifi-
cations can benefit investors.

Other investors said Bank of
America is moving much of the cost
of the settlement to investors when
it should be paying those costs it-
self. These investors said that many
of these loans violated representa-
tions and warranties made when
the mortgages were packaged into
securities. As a result, they said,
Bank of America should repurchase
the loans before modifying them.

THE INTERNATIONAL INVESTOR

0

0.5

1.0

1.5

2.0

2.5 billion tons

’05 est.20001998

*Corn, barley and sorghum
Sources: OECD-FAO database; Thomson Reuters

–25

0

25

50

75

100

125

150

175%

2007 ’08

Corn
Wheat
Soybeans

Behind the curve
Prices are falling
Cumulative change 
in U.S. futures prices 

Crop production is rising…
Cereal production, 
in billions of metric tons

Rice

Wheat
Coarse grains*

Pa
tr

ic
k 

Ba
rt

a 
/T

he
 W

al
l S

tr
ee

t 
Jo

ur
na

l

A young girl works 
on newly cleared
land in Banlung, 
Cambodia, where
small farms 
proliferated as 
crop prices rose.

T H E WA L L ST R E ET JOU R NA L . WEDNESDAY, NOVEMBER 19, 2008 25



Deutsche Lufthansa AG

Germany’s largest airline, Deut-
sche Lufthansa AG, said Tuesday its
CityLine regional carrier will cut
20% of its 2,500-person work force
and scale back the size of its fleet as
it trims costs. Lufthansa spokesman
Patrick Meschenmoser said Cit-
yLine, which flies to smaller destina-
tions within Europe, will reduce the
number of its 50-seat CRJ-200 re-
gional jets by 14 through 2010 from
its overall fleet of 72 planes. The
cuts were being implemented to
lower costs at the carrier, said Mr.
Meschenmoser. That, in turn, will
mean a reduction of workers from
the current 2,500 to about 2,000, af-
fecting pilots, ground staff, flight at-
tendants and office workers. The
process will be completed by 2010,
said the spokesman.

Wolseley PLC

Wolseley PLC, the world’s largest
distributor of plumbing products,
saidMonday it would shed 2,000 jobs
and close 200 branches in Britain and
Ireland to adjust to the economic
downturn. The company, which has
already cut 5,000 jobs across Europe
and North America, said there had
been a “rapid deterioration in U.K.
market activity,” and that it expected
the market to fall further. In a trading
update, Wolseley, which has around
74,000 employees in 27 countries,
said its profit before tax, exceptional
items and amortization had declined
around 45% from a year earlier in the
three months ended Oct. 31. It said
the trading profit of its British opera-
tion, Wolseley UK, was down 65%.
The company didn’t provide net fig-
ures, but said that the new job cuts,
which represent about a seventh of
WolseleyUK’s work force,would help
the company save £80 million ($120
million) annually.

British Energy Group PLC

British Energy Group PLC, the
nuclear-power producer being
taken over by Électricité de France
SA, on Tuesday posted a second-
quarter loss after the company suf-
fered from power-station shut-
downs. The company reported a net
loss of £39 million ($58.5 million)
for the three months ended Sept.
28. A year earlier, the company
posted a second-quarter profit of
£64 million. Revenue over the same
period fell 9.7% to £652 million. Brit-
ish Energy said its failure to gener-
ate profits in the second quarter
was largely the result of outages at
its Hartlepool and Heysham 1 power
stations. However, the company re-
tained an optimistic outlook be-
cause it expects five of its reactors
at those power stations to return to
service before the end of the year.

CORPORATE
NEWS

—Compiled from staff
and wire service reports.

By William M. Bulkeley

Eastman Kodak Co., which has
increasingly turned to its patent
portfolio in search of profit, said it
sued Samsung Electronics Co. and
LG Electronics Co., accusing them
of infringing Kodak patents in the
design of camera phones.

Kodak has reached licensing
deals with most rival makers of digi-
tal cameras as well as most makers
of camera phones. Earlier this year,
it announced an agreement with
Nokia Corp.

Kodak said the patents cover
technology related to capturing im-
ages, data compression and stor-
age, and a method for previewing
motion images. A Kodak spokes-
man said the Rochester, N.Y., com-
pany had negotiated with Samsung
and LG but hadn’t been able to
reach an agreement.

“Our digital-camera technology
is different from the one used by
Kodak. We haven’t infringed upon
Kodak’s related patents,” said LG
Electronics spokesman Choi Jun-
hyuk. “We’ll actively deal with the
case.” Asked if LG would counter-
sue, he said, “We haven’t thought
about that yet. We need to look into
Kodak’s claims further.”

Samsung spokeswoman Hae
Won Choi said: “Samsung is com-
mitted to protecting and respecting

intellectual-property rights. The
company forbids infringement and
unauthorized use of such intellec-
tual property. Samsung plans to re-
spond actively to this litigation and
will remain committed to serving
our customers by ensuring that ac-
curate and reliable delivery of our
products is not compromised in any
way.”

Kodak said it filed suit in U.S. Dis-
trict Court in Rochester and filed a
complaint with the U.S. Interna-
tional Trade Commission. Kodak
said it is seeking undisclosed dam-
ages and an injunction prohibiting
Samsung and LG, both of which are
based in Seoul, from importing and
selling any infringing products.

Kodak’s chief executive, Antonio
Perez, has pursued licensing reve-
nue as part of his effort to help the
company recover from years of
huge losses. Kodak has closed facto-
ries and laid off thousands of work-
ers to cope with the collapse of film
sales as the world has turned to digi-
tal photography.

Mr. Perez has told investors that
Kodak receives between $250 mil-
lion and $350 million a year in reve-
nue from its intellectual-property
portfolio. That contributes a signifi-
cant portion of Kodak’s income,
since the costs in many cases were
incurred years ago as Kodak’s engi-
neers developed many fundamen-
tal digital-photography technolo-
gies. Kodak reported a loss from
continuing operations of $205 mil-
lion for last year on sales of $10.3
billion.
 —In-Soo Nam

contributed to this article.

GLOBAL BUSINESS BRIEFS

BP PLC
BP PLC said it is shutting its only

Australian-based solar power factory,
resulting in 200 job losses, to focus
production in countries where costs
are lower. BP said members of its local
marketing team will keep their jobs to
distribute imported product to Austra-
lian customers. The move comes
against a backdrop of increased public
enthusiasm for renewable energy
sources, with the Australian federal
government last year setting a 20% re-
newable energy target for2020. BP So-
lar regional director Mark Twiddel
said the Australian operation was com-
peting with plants 20 times its size
and had to import most of its raw ma-
terials. The U.K. energy giant will stop
producing solar photovoltaic power
cells in Sydney in March, with the
slack to be taken up at its operations in
Spain, India, China and the U.S.

Carphone Warehouse Group

British retailer Carphone Ware-
house Group PLC Tuesday said the
economic outlook was the toughest
it had ever seen, sending its shares
plunging by more than a quarter and
eclipsing news it might split off its
telecommunications arm. Europe’s
biggest mobile-phone retailer also
posted a £11 million ($17 million) pre-
tax loss for its fiscal first half, which
ended Sept. 27. A year earlier, the
company reported a pretax profit of
£38 million. Carphone blamed the
loss on investments in its mobile vir-
tual network operator, its technol-
ogy support service and expenses re-
lated to its joint venture with U.S. re-
tailer Best Buy Co., which plans to
roll out electrical goods megastores
across Europe. Revenue, stripping
out the contributions from busi-
nesses now part of the joint venture,
was down 2% to £697 million.

Cliffs Natural Resources Inc.

Cliffs Natural Resources Inc.
and Alpha Natural Resources Inc.,
citing the economic environment
and other concerns, terminated
their $10 billion merger pact under
which Cliffs would have acquired Al-
pha to create one of the largest U.S.
mining companies. The decision
comes as metals prices have
plunged. Australia-based miner
BHP Billiton Ltd. said last week that
major Chinese customers are trying
to delay purchases of iron ore, and
other miners are cutting iron-ore
production. Cliffs and Alpha said un-
certainty in the steel industry, share-
holder dynamics and the costs of po-
tential litigation hurt the viability
of the deal, announced in July. The
likelihood of the deal going through
had been in doubt because of opposi-
tion by Cliffs’s largest shareholder,
Harbinger Capital Partners.

Covidien Ltd.

Medical-supplies maker Covi-
dien Ltd. said its fiscal-fourth-quar-
ter net income surged amid strong
sales and comparison with a charge-
laden period last year. But the Ber-
muda-based company cut its reve-
nue outlook for the new fiscal year
because of the dollar’s recent
strengthening. Covidien on Monday
posted net income of $409 million,
or 81 cents a share, up from $34 mil-
lion, or seven cents a share, in the
year-earlier quarter. Absent special
items, including year-earlier re-
structuring charges and tax gains in
the latest quarter, earnings from
continuing operations rose to 73
cents a share from 62 cents a share.
Revenue rose 12% to $2.57 billion in
the quarter, helped by higher vol-
ume, new products and a favorable
foreign-currency impact.

Kodak has pursued
licensing revenue as
part of an effort to
recover from losses.

Kodak says LG
and Samsung
infringed patents

Fortis NV

A Belgian court rejected com-
plaints from shareholders of Belgian-
Dutch bank Fortis NV that their
rights were infringed when the bank
was broken up as a result of a govern-
ment rescue package. Thousands of
angry investors, whose shares have
plunged to less than Œ1 ($1.27) from
almost Œ30 in April 2007, had asked
the court to block, or put on hold, last
month’s carve-up. Judge Francine De
Tandt Tuesday said the Belgian gov-
ernment had no alternative to selling
the bank to France’s BNP Paribas SA
and had acted in the best interest of
shareholders and depositors. The
right of shareholders to vote on the
deal wasn’t written into the statutes
of the bank, the judge said. She did,
however, concede to one demand of
shareholders, ordering the appoint-
ment of a panel of experts to assess
the valuation of assets sold to BNP.

Anheuser-Busch InBev

Beer merger is complete
after regulatory approval

Belgium’s InBev completed its
$52 billion acquisition of U.S.
brewer Anheuser-Busch Cos. Tues-
day following regulatory approval
from China, the last remaining hur-
dle for the deal. InBev paid $70
apiece for Anheuser-Busch’s shares,
which stopped trading at the close
of business Monday, ending the U.S.
company’s 150 years of indepen-
dence. The company is changing its
name to Anheuser-Busch InBev and
will trade on the Euronext Brussels
stock exchange. The combined com-
pany’s headquarters will be in St.
Louis, where Anheuser-Busch was
based. Anheuser-Busch InBev has
more than 200 brands, including
Budweiser, Stella Artois and Beck’s.
China cleared the deal with restric-
tions on the company’s investments
in the domestic brewery sector.

Japan Airlines Corp.
The labor unions at Japan Airlines

Corp. are planning a strike Wednes-
day and Thursday that may disrupt
some domestic flight services. JAL
said that three unions representing
the cockpit crew, cabin attendants
and others have warned that they will
hold a one-day strike Wednesday
over the year-end bonus payment pro-
posed by the company. A fourth
union, representing the cockpit crew,
is also planning a strike Wednesday
and Thursday. But the airline aims to
minimize the impact by using non-
union pilots. A strike would result in
the cancellation of as many as 13, or
2.1%, of JAL’s domestic flights on a
daily basis and would ground 2,000
passengers Wednesday. It is currently
looking into the impact on its domes-
tic flights Thursday. The airline’s inter-
national services won’t be affected.

Lonmin PLC

Lonmin PLC, one of the world’s
biggest platinum producer, said
Tuesday net profit for its fiscal year
surged 45% on high sales prices, but
warned it will have to cut produc-
tion and jobs because platinum’s
market value has plummeted since
its midyear high. The company said
net profit for the 12 months ended
Sept. 30 climbed to $455 million
from $314 million a year earlier. Rev-
enue was up 16% at $2.23 billion
from $1.94 billion. High platinum
prices during the first nine months
of Lonmin’s fiscal year boosted the
company’s bottom line. However,
since their March high of $2,300 an
ounce, platinum prices have
plunged by about two-thirds as the
global economic slowdown has re-
duced demand for the metal used in
jewelry and cars. As a result, Lon-
min said it planned to suspend some
of its mining operations and reduce
its work force.Marks & Spencer Group PLC

U.K.-based clothing and house-
wares retailer Marks & Spencer
Group PLC unveiled a management
shake-up. George Davies, founder of
its women’s fashion brand Per Una,
is retiring as part-time chairman of
the brand at year-end. His daughter
and Per Una’s business-unit direc-
tor, Melanie Davies, will also leave
Marks & Spencer. Neither of them
could be reached for comment. Exec-
utive Chairman Stuart Rose said Mr.
Davies has done a “fantastic job in
establishing Per Una and building it
into a significant brand.” The com-
pany named Andrew Skinner trad-
ing director for Per Una, in addition
to his role of director of general mer-
chandise planning. Helen Low, a de-
sign chief for the company, will be-
come product and design director
for Per Una.

Crédit Mutuel

French bank Crédit Mutuel said
Tuesday that it signed a deal with
Trois Suisses International, a
French mail-order company, that
will grant the mutual lender control
of consumer-credit company Cofi-
dis. The deal values Cofidis at Œ1.9
billion ($2.4 billion). Credit Mutuel
is a large, unlisted French retail
bank, which recently bought Citi-
group Inc.’s retail operations in Ger-
many for nearly Œ5 billion. After
Trois Suisses sells its 51% stake in
Cofidis it will set up a new holding
company in which Credit Mutuel
will hold 67%, with Trois Suisses
owning the remaining 33%. Cofidis
is active in nine European countries
and had Œ8.6 billion in outstanding
loans at the end of June. Trois Su-
isses wasn’t immediatley available
to comment.

Borse Dubai
The Dubai International Finan-

cial Exchange was renamed Nasdaq
Dubai on Tuesday in the latest effort
to muster interest in the market,
which has failed to lure investors
since opening in 2005. Nasdaq OMX
Group Inc., the world’s largest ex-
change operator and buyer of a one-
third stake in the Dubai exchange in
February, said it will list its shares
on the rebranded exchange. Borse
Dubai, which controls the sheikh-
dom’s main Dubai Financial Market
index, is the other shareholder. “Re-
branding DIFX and listing Nasdaq
OMX … will boost the capital-mar-
ket industry in the region,” said
Soud Ba’alawy, chairman of Nasdaq
Dubai and a director of Nasdaq
OMX. Originally intended as a poten-
tial secondary market for major
Western companies, the exchange
has failed to attract a significant
number of secondary listings.

Sterling A/S

Takeover talks for bankrupt bud-
get airline Sterling A/S failed Tues-
day because of disagreements be-
tween the potential buyer and a la-
bor union representing flight crews,
the trustees handling the estate
said. The Icelandic-owned airline,
which filed for bankruptcy last
month, will now be dismantled and
sold in bits and pieces. The potential
buyer, who wasn’t named, withdrew
from the negotiations early Tues-
day after the Danish Federation of
Salaried Employees announced it
didn’t support the talks, said Lisa Bo
Larsen, a spokeswoman for the
trustees. The union said it opposed
the deal because it would have en-
tailed worse working conditions for
Sterling staff. Sterling, which is
based in Denmark, filed for bank-
ruptcy on Oct. 29.
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Am Value B US EQ LUX 11/17 USD 5.91 –45.9 –45.5 –25.6
Am Value I US EQ LUX 11/17 USD 6.78 –45.0 –44.4 –24.2
Asian Technology A OT EQ LUX 11/17 USD 8.10 –49.5 –50.9 –28.1
Asian Technology B OT EQ LUX 11/17 USD 7.16 –50.0 –51.4 –28.8
Asian Technology I OT EQ LUX 11/17 USD 8.95 –49.2 –50.5 –27.5
Emg Mkts Debt A GL BD LUX 11/17 USD 10.67 –27.6 –26.8 –10.9
Emg Mkts Debt A2 GL BD LUX 11/17 USD 12.61 –27.3 –26.8 –10.8
Emg Mkts Debt B GL BD LUX 11/17 USD 10.67 –28.2 –27.6 –11.8
Emg Mkts Debt B2 GL BD LUX 11/17 USD 12.28 –27.9 –27.5 –11.7
Emg Mkts Debt I GL BD LUX 11/17 USD 10.67 –27.2 –26.4 –10.4
Emg Mkts Growth A GL EQ LUX 11/17 USD 18.81 –59.3 –59.9 –23.6
Emg Mkts Growth B GL EQ LUX 11/17 USD 16.12 –59.7 –60.3 –24.3
Emg Mkts Growth I GL EQ LUX 11/17 USD 20.66 –59.1 –59.5 –23.0
Eur Blend A EU EQ LUX 11/17 EUR 9.11 –48.2 –48.5 –27.9
Eur Blend I EU EQ LUX 11/17 EUR 9.29 –47.9 –48.1 –27.3
Eur Growth A EU EQ LUX 11/17 EUR 5.63 –45.9 –46.5 –24.6
Eur Growth B EU EQ LUX 11/17 EUR 5.12 –46.4 –47.1 –25.3
Eur Growth I EU EQ LUX 11/17 EUR 6.09 –45.5 –46.1 –24.0
Eur Income A EU BD LUX 11/17 EUR 5.39 –19.0 –19.5 –11.0
Eur Income A2 EU BD LUX 11/17 EUR 9.69 –18.8 –19.4 –11.0
Eur Income B EU BD LUX 11/17 EUR 5.39 –19.5 –20.1 –11.6
Eur Income B2 EU BD LUX 11/17 EUR 9.09 –19.3 –20.0 –11.6
Eur Income I EU BD LUX 11/17 EUR 5.39 –18.6 –19.0 –10.4
Eur Strat Value A EU EQ LUX 11/17 EUR 6.86 –50.9 –50.8 NS
Eur Strat Value I EU EQ LUX 11/17 EUR 6.96 –50.5 –50.3 NS
Eur Value A EU EQ LUX 11/17 EUR 7.13 –48.7 –49.0 –28.8

Eur Value B EU EQ LUX 11/17 EUR 6.64 –49.1 –49.4 –29.5
Eur Value I EU EQ LUX 11/17 EUR 8.17 –48.3 –48.5 –28.2
Gl Balanced (Euro) A EU BA LUX 11/17 USD 11.69 –45.0 –45.1 NS
Gl Balanced (Euro) B EU BA LUX 11/17 USD 11.51 –45.5 –45.7 NS
Gl Balanced (Euro) C EU BA LUX 11/17 USD 11.63 –45.2 –45.3 NS
Gl Balanced (Euro) I EU BA LUX 11/17 USD 11.80 –44.8 –44.8 NS
Gl Balanced A US BA LUX 11/17 USD 12.53 –39.5 –39.5 –19.1
Gl Balanced B US BA LUX 11/17 USD 12.05 –40.0 –40.1 –19.9
Gl Balanced I US BA LUX 11/17 USD 12.89 –39.1 –39.1 –18.6
Gl Bond A US BD LUX 11/17 USD 8.26 –7.3 –7.0 –0.9
Gl Bond A2 US BD LUX 11/17 USD 13.65 –7.1 –7.0 –0.9
Gl Bond B US BD LUX 11/17 USD 8.26 –8.1 –7.9 –1.9
Gl Bond B2 US BD LUX 11/17 USD 12.09 –7.9 –7.9 –1.9
Gl Bond I US BD LUX 11/17 USD 8.26 –6.8 –6.4 –0.3
Gl Conservative A US BA LUX 11/17 USD 12.76 –23.9 –23.8 –10.1
Gl Conservative A2 US BA LUX 11/17 USD 14.02 –23.9 –23.8 –10.1
Gl Conservative B US BA LUX 11/17 USD 12.73 –24.6 –24.6 –11.0
Gl Conservative B2 US BA LUX 11/17 USD 13.48 –24.5 –24.5 –10.9
Gl Conservative I US BA LUX 11/17 USD 12.78 –23.4 –23.3 –9.5
Gl Eq Blend A GL EQ LUX 11/17 USD 8.31 –55.8 –55.8 –30.2
Gl Eq Blend B GL EQ LUX 11/17 USD 7.89 –56.1 –56.2 –30.9
Gl Eq Blend I GL EQ LUX 11/17 USD 8.69 –55.4 –55.4 –29.6
Gl Growth A GL EQ LUX 11/17 USD 30.53 –55.8 –55.6 –28.6
Gl Growth B GL EQ LUX 11/17 USD 25.78 –56.2 –56.1 –29.4
Gl Growth I GL EQ LUX 11/17 USD 33.60 –55.5 –55.3 –28.1
Gl High Yield A US BD LUX 11/17 USD 2.99 –33.2 –32.9 –14.8
Gl High Yield A2 US BD LUX 11/17 USD 5.71 –33.0 –33.0 –14.9
Gl High Yield B US BD LUX 11/17 USD 2.99 –33.8 –33.6 –15.7
Gl High Yield B2 US BD LUX 11/17 USD 9.28 –33.6 –33.7 –15.7

Gl High Yield I US BD LUX 11/17 USD 2.99 –32.8 –32.5 –14.4
Gl Value A GL EQ LUX 11/17 USD 7.76 –55.7 –56.0 –31.8
Gl Value B GL EQ LUX 11/17 USD 7.21 –56.1 –56.5 –32.5
Gl Value I GL EQ LUX 11/17 USD 8.19 –55.4 –55.6 –31.2
India Growth A EA EQ LUX 11/14 USD 54.40 –60.6 –57.2 –15.3
India Growth B EA EQ LUX 11/14 USD 47.02 –60.9 –57.7 –16.2
India Growth I EA EQ LUX 11/14 USD 56.12 –60.5 –57.1 –15.1
Int'l Health Care A OT EQ LUX 11/17 USD 114.40 –30.3 –30.8 –13.1
Int'l Health Care B OT EQ LUX 11/17 USD 97.58 –30.9 –31.4 –13.9
Int'l Health Care I OT EQ LUX 11/17 USD 123.88 –29.8 –30.2 –12.4
Int'l Technology A OT EQ LUX 11/17 USD 67.55 –52.4 –51.5 –24.6
Int'l Technology B OT EQ LUX 11/17 USD 59.19 –52.8 –51.9 –25.3
Int'l Technology I OT EQ LUX 11/17 USD 75.07 –52.0 –51.1 –24.0
Japan Blend A JP EQ LUX 11/17 JPY 5107.00 –48.8 –49.7 –30.5
Japan Blend I JP EQ LUX 11/17 JPY 5208.00 –48.5 –49.3 –29.9
Japan Growth A JP EQ LUX 11/17 JPY 5401.00 –45.4 –46.6 –28.3
Japan Growth I JP EQ LUX 11/17 JPY 5508.00 –45.0 –46.2 –27.7
Japan Strat Value A JP EQ LUX 11/17 JPY 4821.00 –52.3 –52.9 –31.7
Japan Strat Value I JP EQ LUX 11/17 JPY 4904.00 –52.0 –52.6 –31.1
Real Estate Sec. A OT EQ LUX 11/17 USD 9.24 –53.7 –55.3 –36.0
Real Estate Sec. B OT EQ LUX 11/17 USD 8.54 –54.1 –55.7 –36.6
Real Estate Sec. I OT EQ LUX 11/17 USD 9.84 –53.4 –54.9 –35.4
Short Mat Dollar A US BD LUX 11/17 USD 7.02 –18.3 –19.2 –9.1
Short Mat Dollar A2 US BD LUX 11/17 USD 9.06 –18.1 –19.2 –9.1
Short Mat Dollar B US BD LUX 11/17 USD 7.02 –18.6 –19.6 –9.5
Short Mat Dollar B2 US BD LUX 11/17 USD 9.06 –18.5 –19.5 –9.5
Short Mat Dollar I US BD LUX 11/17 USD 7.02 –17.9 –18.7 –8.4

Please turn to next page

HF Global Non-Trend
Non-trend following, technical strategy or fundamental, macro-view strategies. Invest across
all asset classes and markets (global macro, counter-trend, etc.) Ranked on % total return
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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 Thornhill Thornhill Fund USDiSt. Kitts &amp Nevis 17.94 62.44108.50
Global Limited

5 Balestra Balestra Capital USDiUnited States 33.99 59.69100.25 39.41
Capital Partners LP Ltd

NS H T Funds H T Funds LLC USDiUnited States 33.66 55.31 NS NS
CTA

5 Kohinoor 36 South USDiCayman Isl 47.48 50.35 23.93 20.45
Series Two Fund Investment Managers Limited

NS Forum Global Forum Asset USDiUnited States 32.01 44.91 55.41 NS
Opportunities Fund, Ltd Management, LLC

4 GMO Tactical GMO LLC USDiUnited States 22.33 42.95 17.54 NS
Opp Fund LP

4 GMO Tactical GMO LLC USDiBermuda 22.33 42.95 17.54 NS
Opp Fund Ltd

5 Quantitative Quantitative USDiUnited States 23.56 41.85 60.21 NS
Global Fund (3X) Investment Management

4 Censura Censura Futures USDiUnited States 9.51 41.70 15.84 21.40
Futures Management, LLC Management, LLC

4 GMO Global GMO Australia AUD iAustralia 13.24 39.19 32.20 21.70
Tactical Trust AUD Limited

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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THE INTERNATIONAL INVESTOR

By Erica Herrero-Martinez

And Quentin Fottrell

LONDON—Independent News &
Media PLC said Tuesday it is launch-
ing a major restructuring program
for its London-based newspapers,
The Independent and The Indepen-
dent on Sunday.

The changes will include job cuts
in the Dublin-based company’s edi-
torial department.

Like newspapers across the U.S.,
newspapers in Britain have been hit
by the downturn in advertising reve-
nue.

Newspaper publishers including
Daily Mail & General Trust Group
PLC, Trinity Mirror Group PLC and
Johnston Press PLC have warned of
probable job cuts. The stocks of
newspaper companies have fallen
sharply this year amid a steady dete-
rioration in the advertising climate.

Independent News & Media is
run by Sir Anthony O’Reilly, who is
chief executive and, with associated
parties, owns about 28% of the
group.

The publisher is under pressure
to cut costs and debt in a difficult
economic climate.

Shareholder Denis O’Brien, a tele-
communications entrepreneur who
has a 26% stake, said last week that
Independent News & Media should
sell its U.K. papers because they are
“destroying a good business.”

Instead, the company plans to
sell its 39.1% stake in APN News &
Media Ltd. of Australia.

Tuesday, a spokesman for Inde-
pendent News & Media said the com-
pany isn’t looking for buyers for the
Independent.

Independent News & Media pub-
lishes newspapers in Australia, In-
dia, Ireland, New Zealand, South Af-
rica and the U.K. Its shares declined
8.5% to 54 European cents (68 U.S.
cents) on Tuesday, off five European
cents on the Irish Stock Exchange.

As part of its efforts to reduce
costs at the Independent and the In-
dependent on Sunday, the company
estimates it will cut about 90 jobs,
of which 60 will be editorial. The
changes are expected to be imple-
mented by early next year.

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

Doubts hit China stocks
After days of rallies
on stimulus package,
economic fears return

By Jeff Bater

WASHINGTON—Foreign pur-
chases of U.S. long-term securities
rebounded in September, a report re-
leased Tuesday said.

The Treasury Department report
showed that net foreign purchases
of long-maturity U.S. securities to-
taled $52.7 billion in September, tak-
ing into account adjustments, up
from $8.1 billion in August.

The monthly report highlights
cross-border acquisitions of securi-
ties with maturities of more than
one year, including non-market
flows such as stock swaps and prin-
cipal repayment on asset-backed
securities.

The closely watched figure re-
corded net buying of $66.2 billion in
long-term U.S. securities, after pur-
chases of $21 billion in August, ac-

cording to the Treasury Interna-
tional Capital report, known as TIC.

The report’s most comprehen-
sive category, “monthly net TIC
flows,” includes non-market flows,
short-term securities and changes
in banks’ dollar holdings. This mea-
sure of net foreign capital inflow
was $143.4 billion in September,
versus an inflow of $21.4 billion in
August.

“There was a huge positive
swing in net capital inflows to the
U.S. in September, as private inves-
tors poured into U.S. government
T-bills and bonds, while U.S.-based
banks sourced U.S. dollar short-
term lending from overseas mar-
kets on a large scale,” said Brian Be-
thune, chief U.S. financial econo-
mist at IHS Global Insight.

He said U.S. investments have
promise compared with other glo-

bal economies that are slowing.
“On a relative basis, and despite

the obvious issues with respect to
the weakness in the U.S. economy,
U.S. dollar-denominated invest-
ments became much more attractive
in September,” Mr. Bethune said.

China overtook Japan as the larg-
est holder of U.S. Treasury securi-
ties. China held $585 billion of Trea-
sury securities, compared with
$573 billion for Japan.

The report showed that net pur-
chases of U.S. Treasury bills soared
to $89.9 billion from $30.6 billion.

“Much of the activity in the short
end of the maturity spectrum re-
flected the purchase of Treasury se-
curities, as investors sought safety
and liquidity during the unsettled
market environment of September,”
said Michael Moran, an analyst at
Daiwa Securities America.

Foreigners return to U.S. securities

Independent News to cut
jobs, restructure papers

FUND SCORECARD

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

By Rosalind Mathieson

SINGAPORE—Markets in Shang-
hai and Hong Kong fell 6.3% and 4.5%,
respectively, leading selloffs across
Asia, as skepticism over the global
economy overshadowed the promise
of China’s stimulus efforts.

Other Asian market indexes were
down more modestly, as Tokyo shed

2.3%, Seoul fell 3.9%
and Sydney
dropped 3.6% fol-
lowing losses in U.S.
shares Monday. Sin-

gapore fell 3.3%, and Mumbai fell
3.8%.

Stocks in Shanghai had outper-
formed the region as a whole in re-
cent days, rising about 10% in the
four sessions before Tuesday. That
was in part due to Beijing’s economic-
stimulus efforts.

Policy makers last week unveiled
a four trillion yuan ($586 billion)
stimulus plan intended to bolster an
economy that is slowing as the
West’s appetite for its manufactured
goods declines. Investors remained
positive about the plan even as it be-
came clear that the package included
already announced spending, but
doubts have begun to emerge.

“Mutual funds and insurers are

still cautious on fears the worst for
the Chinese economy is yet to come,”
said Wu Feng, a Shanghai-based ana-
lyst at TX Investment Consulting.

Property and financial stocks
were among the biggest casualties in
Shanghai and Hong Kong.

The Shanghai Composite Index
fell 128.06 points to 1902.43. Ping An
Insurance dropped by the 10% daily
limit, after gaining 5.3% in the past
four sessions. Haitong Securities
was also off 10%, after rising 17% over
the same period.

In Hong Kong, the benchmark
Hang Seng Index fell 613.46 points to
12915.89, after falling as much as
6.3% in the afternoon session. China
Construction Bank was down 5.6%
on that concern Bank of America may
soon reduce its newly enlarged 19.1%
stake. The purchase Monday of the
additional stake was made at a dis-
count to the Chinese bank’s market
price, and some observers specu-
lated that Bank of America may be
moved to sell.

HSBC Holdings slid 3.6% after
Goldman Sachs slashed the lender’s
target price to reflect lower earnings
and dividend forecasts.

Exchange operator Hong Kong Ex-
changes & Clearing fell 7.5%, extend-
ing Monday’s 7.6% decline, on con-
cern over shrinking market turnover.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies fell 194.17
points, or 2.3% to 8328.41, as banking
shares weakened. Selling accelerated
after Mitsubishi UFJ Financial
Group fell 6.7% following a Nikkei re-

port that the bank would announce
details of its decision to raise some
600 billion yen ($6.2 billion) in capi-
tal by selling shares. Although the
plan had been expected, the report re-
newed jitters over a potential glut of
shares, analysts said.

Investors in the auto industry
waited for developments in a poten-
tial U.S. auto-maker bailout. Toyota
Motor fell 2.6%, while Honda Motor
lost 3.7%. Suzuki Motor said Tuesday
that it has bought back all 16.413 mil-
lion shares sold by General Motors
on Monday. Suzuki shares ended
down 4.3%.

In Seoul, the Korea Composite
Stock Price Index lost 42.16 points to
end at 1036.16.

Samsung Electronics fell 3.4%
and Hynix Semiconductor lost 11.2%
as concern deepened about weaken-
ing U.S. consumer spending.

In Sydney, the benchmark
S&P/ASX 200 index closed down 129.8
points to 3523.2. BHP Billiton fell
3.6%, while rival Rio Tinto slid 7.4%.

In Singapore, the Straits Times In-
dex closed down 3.3%, or 57.12 points,
at 1692.55. Falling oil prices drove
down some stocks, including those of
rig builders Sembcorp Marine and
Cosco. Shares of the companies fell
9.2% and 8.4%, respectively.

In Mumbai, the Bombay Stock Ex-
change’s benchmark 30-stock Sensi-
tive Index, or Sensex, ended down
353.81 points at 8937.20, extending
its losses to the fifth successive ses-
sion.  —Jin Jing in Shanghai

contributed to this article.

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

Medvedev warns crisis is spreading
Russian president plans more state aid for industries, as World Bank cuts growth forecast amid sliding oil price

Turkey is close to deal with IMF

*To federal budget expenditures            Source: World Bank via Russia's Ministry of Finance

Oil independence?
Three-year plan for Russia’s federal budget, percentages of GDP

Revenue

Oil and gas revenue

Expenditures

Transfers to extrabudgetary funds

Total noninterest expenditure

Interest payments

Oil and gas revenue transfers*

Surplus

Nonoil deficit

2009

21.2%

9.1

17.5

3.4

17.1

0.4

4.9

3.7

–5.4

2010

19.8%

7.7

17.4

4.1

17.0

0.4

4.5

2.4

–5.3

2011

19.0%

6.9

16.7

4.1

16.2

0.5

3.7

2.3

–4.6
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Russian President
Dmitry Medvedev

visits a plant in 
Izhevsk Tuesday 
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ECONOMY & POLITICS

By Lidia Kelly

MOSCOW—President Dmitry
Medvedev warned that the crisis grip-
ping Russia’s banks and capital mar-
kets has spread to the real economy
and pledged to use the Kremlin’s still-
massive oil wealth to provide more
state aid for stricken industries.

His comments, his frankest on
the subject yet, came as the World
Bank cut its growth forecast for Rus-
sia next year by more than half be-
cause of the country’s acute depen-
dence on oil prices. The bank said it
expects the ruble to keep softening
as it tracks oil prices lower.

“It’s not a question of if; it’s a
question of how it will happen,” Zel-
jko Bogetic, the World Bank’s chief
economist in Russia, said of the ru-
ble’s decline. Russian officials have
ruled out a sharp devaluation, but
have increasingly hinted that the
currency could be allowed to
weaken slowly.

Earlier this year, government of-
ficials were touting a strong ruble
as a symbol of Russia’s economic re-
surgence. But the currency has
fallen by 5% against a dollar/euro
basket since August, and Russia’s
central bank allowed it to weaken by
1% last week, triggering speculation
that it will be allowed to slowly shed
value.

The global financial crisis hit Rus-
sia later than it hit the West, gaining
real momentum only when global
oil prices crumbled. Since May, the
country’s two leading stock indexes
have plunged by around 70%. Some
of the country’s wealthiest individu-
als have lost billions of dollars of
wealth on paper.

The construction, real-estate,
and financial-services sectors were
the first to suffer, but until now the
government has insisted that large
parts of the real economy were insu-
lated. Mr. Medvedev said that is no
longer the case.

“Today it is clear that the crisis
is spreading, unfortunately, from
the financial sector into sectors of
the real economy,” he told reporters
in the town of Izhevsk, an arms-man-
ufacturing center. “Every industry
is affected in its own way. It is impos-
sible to say that one among them is
sitting pretty.”

Mr. Medvedev said the govern-
ment is willing to keep using its re-
serves, the third-largest in the world,
to boost liquidity and bail out trou-
bled industries. He said the Kremlin
has yet to decide on a final figure for
its bailout package. So far, it has

pledged more than $200 billion in
loans, tax cuts, and other measures.

“We understand perfectly well
that the scale of the problem is such
that it is possible further measures
will need to be undertaken,” Rus-
sian news agencies cited Mr.
Medvedev as saying.

The central bank’s reserves
stood at $475.4 billion on Nov. 7 but
have shed $122.1 billion since their
peak in early August as the govern-
ment has spent heavily to support
the ruble.

At the same time, capital flight
has been increasing as investors

have continued to pull back, a re-
treat that began last summer. Cen-
tral-bank statistics show $83 billion
in net outflows in the past three
months while October saw a record
monthly outflow of $50 billion.

The World Bank praised the
Kremlin for its swift and thorough
response to the crisis even as it said
more efforts are needed. It forecast
that falling oil prices would more
than halve Russia’s current-account
surplus to around $40 billion in
2009 from $100 billion this year.

But it said Russia is much better
placed to weather the crisis than
many emerging economies because
of its carefully husbanded oil and
gas wealth.

Ukraine, for example, had to ap-
peal to the International Monetary
Fund for a $16.4 billion aid package
to help honor foreign payments af-
ter plunging metals prices deep-
ened its current-account deficit.

The World Bank said it expects
Russia’s economy to grow 6% in
gross domestic product terms this
year and 3% in 2009, down from its
previous forecasts of 6.8% and 6.5%
respectively. Its estimates are based
on an annual average crude-oil price
of $101.5 a barrel in 2008 and $74.5
a barrel in 2009. On Tuesday, oil
prices were hovering at just over
$50 a barrel.

By Christopher Emsden

Turkey is poised to strike a new
deal for financial aid from the Inter-
national Monetary Fund, in a precau-
tionary move that underscores how
even economies that appear healthy
are seeking financial security amid
the global credit meltdown.

The size of an eventual IMF loan,
as well as conditions placed on the
government, have yet to be ham-
mered out. But with the economy
and exports slowing and private
sources of capital increasingly
scarce, the promise of IMF help is
likely to put a floor under the plum-
meting Turkish lira, which has
fallen 34% against the U.S. dollar
since late September.

Finance Minister Mehmet Simsek
told reporters late Monday that the
framework for a new standby agree-
ment with the IMF could be com-
pleted soon. His comments came af-
ter weekend remarks in Washington
by IMF Managing Director Domin-
ique Strauss-Kahn, who emphasized
the IMF’s willingness to help Turkey.
Prime Minister Recep Tayyip Er-
dogan also indicated that he is will-
ing to negotiate a deal, as long as con-
ditions aren’t too onerous.

Although Turkey’s $74 billion in
foreign-exchange reserves and its
deep bond markets make a financial
emergency unlikely, the country
still risks a currency and economic
crisis if the capital inflows it relied
on during the global economy’s fat
years dry up too fast.

“Turkey does not necessarily
need the funds immediately, but it
provides a fallback financial facility
if the worst-case situation deterio-
rates,” said Timothy Ash, head of
emerging-markets research at
Royal Bank of Scotland.

Data released in the past week

show industrial production has
fallen almost 10% since the summer,
the unemployment rate has risen to
9.8% from 9% during the summer,
and October consumer confidence
plummeted to a record low.

Gross domestic product likely
grew just 1.4% in the third quarter
from a year earlier, the slowest pace
in more than six years, said Sertan
Kargin, an economist for BNP
Paribas, after annual growth of 6.7%
in the first three months of 2008
and 1.9% in the second quarter. He
expects a sizable contraction in GDP
early next year.

By standard quotas, Turkey
would be eligible for an IMF loan of
around $10 billion, the same size as
the standby agreement it wound
down earlier this year. Under that
plan, Turkey’s economy grew at
rates of around 7% a year for five
years, allowing Mr. Erdogan’s gov-
ernment to be re-elected last year.

Investors will want to see a sum
twice as large to be confident Tur-
key can ward off next year’s possi-
ble crunch, said Ilker Domac, an

economist for Citigroup in Istanbul.
Moreover, investors would prefer to
see a regular standby agreement—
complete with fiscal conditions—
rather than a precautionary facility
that would seem tentative and tem-
porary, Mr. Domac said.

Mr. Erdogan has made clear he
strongly opposes any IMF require-
ment that Turkey scale back invest-
ment plans, government spending
and economic growth targets. Such
requirements usually accompany
IMF assistance and were part of the
deals arranged recently with Hun-
gary and Ukraine.

It’s a dilemma for the country.
Turkey has a young population and
must have strong growth to create
jobs. The country hasn’t been profli-
gate: The central bank has long had
the highest real interest rates in the
world, while the government has
had the largest budget surpluses of
any emerging economy in its region,
said Simon Quijano-Evans at Cheu-
vreux, the brokerage arm of Crédit
Agricole’s Calyon investment- and
corporate-banking division in Vi-
enna. “The government budget is
not the problem,” he said.

Still, some $70 billion in foreign
financing consists of stock and bond
holdings that can be sold quickly.
Turkish businesses had $167.13 bil-
lion in foreign-exchange liabilities
at the end of the second quarter,
compared with $86 billion in such
assets, according to central-bank
figures.

That mismatch means any fall in
the Turkish lira badly hurts local
companies, which are already reel-
ing at the prospect of a protracted
slowdown in Europe, Turkey’s big-
gest export market.

Exports are likely to grow only
2% next year after jumping 31% this
year, according to BNP’s Mr. Kargin.

By Natasha Brereton

LONDON—Britain’s annual infla-
tion rate has begun a steep descent
that could take it close to or below
zero in the next year, opening the
door for further interest-rate cuts
and strengthening the position of
Prime Minister Gordon Brown.

Official data released on Tuesday
showed that the annual inflation rate
slowed in October for the first time in
14 months, to 4.5%, from 5.2% in Sep-
tember. It was the largest month-to-
month decline in the annual rate re-
corded in 16 years, and a bigger fall
than analysts had forecast.

The numbers offered a rare piece
of good economic news from the
U.K. after a stream of ugly data
lately, further benefiting Mr. Brown
as he gains from what many voters
see as his sure handling of the econ-
omy through difficult times.

On Tuesday, pollster IPSOS Mori
said Mr. Brown had narrowed the
gap with the rival Conservative
Party, cutting the Conservatives’
lead in the polls over Labour to
three percentage points, a far cry
from the 28-percentage-point lead
that the opposition Conservatives
had in September.

The Bank of England expects the
economy to slow sharply in coming
months and already has signaled it
will cut its benchmark interest rate
again. But confirmation that the in-
flation rate is in rapid decline left
many economists confident it will
cut the bank rate substantially from
the current level of 3% when it next
meets Dec. 3 and 4.

“Today’s surprisingly benign in-
flation figure strengthens our view
that the BOE will keep easing fast

and aggressively,” said Chiara
Corsa, economist at UniCredit MIB.
“We expect the BOE to deliver an-
other 100 basis points—at least—in
December and approach our 1.5%
target by January next year.” A ba-
sis point is one-hundredth of a per-
centage point.

In a speech in London on Tues-
day, Tim Besley, a member of the
BOE’s monetary-policy committee,
said the latest data show an abrupt
turnaround in the inflation outlook
after a recent fall in commodity
prices. Inflation is likely to slow to
below the BOE’s 2% target next year,
despite upward pressure from the
recent fall in the pound, he added.

Some economists and Mr. Brown
now have even mentioned the idea
that a period of falling prices could
lead to deflation.

The BOE’s independent mone-
tary-policy committee shocked in-
vestors when it slashed the bank
rate to 3.0% from 4.5% this month,
having cut the rate from 5% in con-
cert with other leading central
banks in October.

In a report on inflation trends is-
sued last week, the BOE said the Brit-
ish economy has entered a pro-
nounced recession but indicated the
degree by which it cuts rates will de-
pend on the amount of fiscal stimu-
lus the government supplies. That
will be clearer Monday, when the
Treasury unveils its budget plans,
expected to include tax cuts and
spending increases.

The Confederation of British In-
dustry predicted Monday that British
rates may need to fall as far as 1.5%
next year—the lowest level since the
central bank was created in 1694.
 —Alistair MacDonald

contributed to this article.
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Russia-focused Pharos joins
other funds in Dubai move

By Mark Cobley

Pension Corp., the pensions buy-
out company, has won a commitment
from J.P. Morgan Chase & Co. to con-
tribute to an effort to raise as much as
£400 million ($600 million) to under-
write an “explosion” in demand for
pension buyouts in the U.K. as defined-
benefit funds hit their lowest level of
surplus in three years.

Other existing investors in Pen-
sion Corp., including JC Flowers & Co.
and HBOS PLC, also have been given
the opportunity to supplement their
investments with a view to bring in
new external money next year. Pen-
sion Corp. and J.P. Morgan declined to
say how much JP Morgan had pledged
toward the fund raising.

Pension Corp. is the leader in an ex-
panding U.K. niche that has arisen as
longer life spans and stricter regula-
tions have made pensions increas-
ingly burdensome for corporations. It
buys these companies’ pensions, tak-
ing on both the assets and liabilities.

Pension Corp. said it is looking to
raise the cash because of the in-
creased interest in its products from
pension-fund trustees, who have seen
pension-fund values slashed in the fi-
nancial meltdown.

“We need more capital to meet in-
creased demand,” said Edmund Tru-
ell, chief executive of Pension Corp.
“We have had an explosion of enqui-

ries about our products and our pipe-
line is currently over £100 billion.”

Figures released at the end of Octo-
ber by the U.K.’s Pension Protection
Fund, set up to rescue the pensions of
bankrupt companies, showed that
just 16% of U.K. defined-benefit plans
had a surplus on their accounts. This
was the lowest level since the organi-
zation was founded in 2004.

This drop in the number of funds
in surplus means there are fewer that
could afford a full buyout, which re-

quires a pension plan to be fully
funded and to pay a transfer fee. How-
ever, Mr. Truell said those responsible
for pension funds had suffered a good
deal of pain in the past 12 months and
were reluctant to feel any more.

“We don’t expect every pension
scheme will follow through with their
enquiries, but there are a lot of finan-
cial directors and trustees regretting
not taking our insurance solutions a
year ago when they were consider-
ably cheaper,” Mr. Truell said.

J.P. Morgan to take part
in pension-buyout drive

By Tara Loader Wilkinson

S POOKED BY complicated and
often expensive financial prod-
ucts, many of Europe’s private-

client investors are piling into ex-
change-traded funds as they dump
exposure to structured products.
That trend is being felt particularly
acutely in Switzerland.

The Swiss stock exchange said
demand for ETFs grew more than
90% in October compared with the
previous month, bringing the
amount invested in them to 7.6 bil-
lion Swiss francs ($6.3 billion).

ETFs are investments traded on
stock markets. Most track stock-
market indexes and hold assets
such as stocks or bonds. They trade
at about the same price as the net
asset value of their underlying as-
sets over the course of the trading
day.

Otto Kober, head of research in
Switzerland for Lipper, the funds-re-
search company owned by Thom-
son Reuters, said ETF uptake has
been acute in Switzerland as inves-
tors flee riskier investments. “De-
mand for ETFs has been strong, but
commodity funds have particularly
caught the Swiss imagination.”

ETFs issued by Swiss banks that
are experiencing the greatest de-
mand, according to Kober’s re-
search, include those from Zürcher
Kantonalbank, whose precious-
metal ETFs have seen heavy buying.
Credit Suisse Group AG is also a big
issuer in Switzerland.

Deborah Fuhr, global head of
ETF research and implementation
strategy at Barclays Global Inves-
tors, which sells ETFs through its
iShares brand, said there was net
buying of $5 billion across all ETF
markets in Europe in September.

“While total assets under man-
agement in the product has fallen
4.1% this year, compare that with
the more-than-25% fall in the MSCI
index,” she said, referring to an in-
dex that includes a collection of
stocks from all the world’s devel-
oped markets.

Ms. Fuhr predicted assets under
management in ETFs will reach $1
trillion by next year, and double that
by 2011. There is about $800 billion
in assets under management in
ETFs world-wide.

“Investors are concerned about
counterparty and issuer exposure
and prefer the transparency of
ETFs, which combine the ability to
trade with multiple counterparties
and the ability to trade at any time
of the day, among other advan-
tages,” said Ms. Fuhr.

Much of the money flowing into
ETFs is from structured products,
which have suffered from high lev-
els of cash withdrawals since the on-
set of the credit crunch, particularly
during the market gyrations of Octo-
ber.

Money exiting from structured
products accelerated in Switzerland
during October, with the value of
trades in structured products on the
SWX falling 14% month-on-month.

The movement out of structured
products in the country comes amid
an investigation by the Swiss bank-
ing regulator into the sale of struc-
tured products by Lehman Brothers
Holdings Inc. to clients at Credit
Suisse and other local banks.

“ETFs will sweep the private-cli-
ent market and have the potential to
bring about widespread transforma-
tion,” said Christopher Aldous,
chief executive of U.K.-based wealth
manager Evercore Pan-Asset Capi-
tal Management. “Charities, endow-
ments and private clients in the U.S.
have embraced ETFs, and I expect
this demand to be echoed in the
U.K.”

The Swiss discover ETFs
Structured products
lose out as too costly,
complex for investors
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defined-benefit
plans had a surplus
on their accounts.

By Elizabeth Pfeuti

Russia-focused hedge-fund man-
ager Pharos Financial Advisors,
part of the Pharos Financial Group,
is setting up an office in Dubai.
Pharos intends to retain its existing
portfolio-management team in its
Moscow base and establish a local
investment team in Dubai.

Despite producing at least a nega-
tive 30% return over in the year to
date, all three Pharos funds, focused
on Russian companies, have out-per-
formed the MSCI Russia Index,
which has fallen more than 65% in
the year to date. The company will
scale down back-office functions in
Russia and form a new team in its
Middle Eastern holding.

Even though the growth in
Dubai’s property market has slowed
recently, many financial firms still
see it as a growth market amid the
credit crisis. On Monday, UBS AG
launched its first buyout fund fo-
cused on the Middle East, in collabo-
ration with regional firm Merchant-
Bridge, in an effort to diversify its

operations. ING and Investec have
launched funds in the region re-
cently. Deloitte & Touche moved its
global head of corporate finance ad-
visory to Dubai.

Peter Halloran, founder of the
Pharos Financial Group, said Pharos
was developing products to target
investors in the region, but it was
too early to say what shape these
might take as the economy was un-
dergoing such a severe dislocation.
However he said the local property
sector was under pressure, so there
could be opportunities in the next
six months. He also said investors
from the Gulf region had already
shown interest in Pharos’s Russia-fo-
cused products.
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