
Barclays executives are trying
to win shareholder support for
the capital-raising deal the
bank badly needs. The deal, in-
volving Persian Gulf investors,
is the result of connections cul-
tivated by the wife of Barclays’
main banker on the deal and a
British businesswoman. Page 1

n Saudi Prince Alwaleed is rais-
ing his stake in Citigroup to 5%
and expressed his support for
management. It did little to stem
the slide in Citi’s stock. Page 1

n European financial markets
slumped on signs that the glo-
bal economy faces more turbu-
lence ahead. Page 17

n Crude-oil futures fell 7.5% to
$49.62 a barrel, a 3µ-year low,
on more signs of a worsening
U.S. economy. Page 22

n As Russia experiences lay-
offs and wage delays from the
financial crisis, Putin promised
lower corporate taxes and higher
unemployment payments. Page 3

n Lukoil is in talks to buy up
to 30% of Spanish oil company
Repsol, which could provide a
key European foothold. Page 3

n Airbus says it reaped bene-
fits from the recent strike by
Boeing factory workers, as sup-
pliers worked harder for the
European plane maker. Page 5

n Switzerland’s central bank
surprised markets by cutting
its benchmark interest rate by
a full percentage point. Page 17

n U.S. stocks plunged amid
shifting hopes for a lifeline to
auto makers and more grim
news on the economy. Page 18

n New U.S. jobless claims
jumped last week to a 16-year
high, a new sign of a rapidly
weakening labor market. Page 11
n Chinese officials said unem-
ployment has worsened and con-
ditions will deteriorate until the
second quarter of 2009. Page 11

n Car makers world-wide are
paring workers and trimming
production as U.S. executives
head home from Washington
without securing aid. Page 4

U.S. car industry’s hopes
quashed on quick bailout
Last-minute effort
in Senate founders;
seeking ‘viable’ plan

Deadline looms as Barclays
seeks to draw holders to deal

Citi gets no lift
as prince adds
to his holdings

The U.S. Congress will adjourn
this week without passing legis-
lation to give emergency loans
to auto makers but could return
in December if the Big Three
present a “viable” plan for
their survival, lawmakers said.
A compromise plan by a biparti-
san group appeared to be dead,
leaving the companies scram-
bling to piece together specific
measures they could take. Page 1

n The EU will double the por-
tion of the $75 billion in annual
farm subsidies that it steers to
nonfarm rural businesses, to
10% by 2013, with France sup-
porting the proposal. Page 2

n Iraq’s parliament kicked off
official debate on a security pact
with the U.S., though critics at-
tempted to further delay it. The
session was extended so debate
could continue Saturday. Page 10

n Obama is promising to inter-
vene in the U.S. economy in ways
that haven’t been tried since the
1970s, favoring some industries
while hobbling others. Page 9
n Arizona Gov. Janet Napolitano
is likely to be Obama’s choice
for the job of secretary of home-
land security, top advisers said.

n Pakistan summoned the U.S.
ambassador to protest a sus-
pected American missile strike
deep inside its territory. Page 10

n A U.S. judge ordered the re-
lease of five Algerians held at
Guantanamo Bay, in a blow to
Bush’s strategy to hold terror
suspects without charges.

n The trial of three men ac-
cused in the murder of a Russian
journalist was adjourned for 10
days, adding to doubts about the
transparency of the case. Page 11

n The U.N. Security Council
voted to impose sanctions
aimed at reducing arms flow
into Somalia. The African Union
called for U.N. peacekeepers.

n The U.N. agreed to send 3,100
more peacekeepers to Congo.

n South Africa said it would
withhold aid for Zimbabwe until
a representative government is
in place, in an effort to enforce
a power-sharing agreement.

n Died: Boris Fyodorov, 50, fin-
ancier who advised on economic
overhaul in the final years of
the Soviet Union, after a stroke.

Out of gas
A bipartisan group of U.S. senators
offered a last-minute bailout plan, 
but any rescue effort may be too late 
to save GM, Ford, and closely held 
Chrysler from facing bankruptcy.
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Amanda Staveley, left, and Diana Jenkins used their connections in the Middle
East to bring Qatar and Abu Dhabi investors together with Barclays.
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WASHINGTON—Congress will

adjourn this week without passing
legislation to extend emergency
loans to U.S. auto makers but could
return in December if the Big Three
present a “viable” plan for their sur-
vival, top Democratic lawmakers
said Thursday.

Senate Majority Leader Harry
Reid and House Speaker Nancy

Pelosi said auto makers haven’t pre-
sented a viable strategy to turn
their finances around.

A compromise plan worked out
by a bipartisan group of senators to
extend loans to the industry
through an existing Department of
Energy program appears to be dead.

“We want to make sure there’s vi-
ability,” Sen. Reid said. “We can
only help if they’re willing to help
themselves.”

Congress could return the week
of Dec. 8, Sen. Reid and Speaker
Pelosi said, but only if auto makers

deliver an acceptable plan. For now,
no action will be taken.

“Until they show us the plan, we
cannot show them the money,”

Speaker Pelosi said.
That leaves the Big Three scram-

bling to piece together specific mea-
Please turn to page 27

Saudi Arabian investor Prince Al-
waleed bin Talal bin Abdulaziz Al
Saud said he will increase his hold-
ings in Citigroup Inc. to 5%, adding
that he supports the bank’s manage-
ment.

“Prince Alwaleed began buying
Citi shares as he strongly believes

that they are dramatically underval-
ued,” according to an emailed state-
ment from his office.

The announcement came a day
after the New York company suf-
fered the steepest percentage de-
cline ever for its shares. On Thurs-
day, the stock rose briefly after
Prince Alwaleed’s statement, then
turned sharply lower. In late-day
New York Stock Exchange compos-
ite trading, Citigroup was down
$1.47, or 23%, to $4.93.

Prince Alwaleed expressed “his
full and complete support to Citi man-
agement, led by Vikram Pandit, and
believes they are taking all necessary
steps to position the company to
withstand the challenges facing the
banking industry and the global econ-
omy,” according to the statement.

The prince’s holdings are less
than 4%, the statement said.

Billionaire Prince Alwaleed is
Please turn to back page

Nothing to see here . . .
The Kremlin tells the Russian
media to stop printing bad
economic news. Page 12
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What’s News—
Business & Finance World-Wide

Hollywood rewraps
holidays amid the gloom
WEEKEND JOURNAL | PAGES W8-W9

Volatility forces traders to
abandon some sure bets
HEARD ON THE STREET | PAGE 18

By Patrick Yoest, Greg Hitt
and John D. Stoll

By Carrick Mollenkamp

And Sara Schaefer Muñoz

Barclays PLC Chief Executive
John Varley has 72 hours to close
one of the toughest deals he has
ever faced: persuading rebellious
shareholders to approve funding
the bank badly needs.

Mr. Varley and other Barclays ex-
ecutives are canvassing investors
to sell them on a £7 billion
($10.48 billion) capital-raising plan
that the bank scrambled together,
accessing social and business rela-

tionships to help land investments
from Qatar and a member of Abu
Dhabi’s royal family. A shareholder
vote in favor of the deal isn’t cer-
tain as Monday’s deadline ap-
proaches, people familiar with the
matter say.

A spokesman for Barclays de-
clined to comment Thursday on the
vote beyond citing the bank’s prior
comments that it believes the plan
is in the best interest of sharehold-
ers.

The motion to approve the fund-
Please turn to page 27

By Andrew Critchlow, Damian
Paletta and David Enrich

Money & Investing > Page 17

Markets 4 p.m. ET
NET PCT
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DJIA 7552.29 -444.99 -5.56
Nasdaq 1316.12 -70.30 -5.07
DJ Stoxx 600 186.75 -7.02 -3.62
FTSE 100 3874.99 -130.69 -3.26
DAX 4220.20 -133.89 -3.08
CAC 40 2980.42 -107.47 -3.48

Euro $1.2535 -0.0122 -0.96
Nymex crude $49.62 -4.00 -7.46
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Citigroup gets no lift from buying by Prince Alwaleed
one of the Middle East’s biggest for-
eign investors. He first took a stake
in Citigroup in 1991 and is esti-
mated to be the world’s 19th
wealthiest person, with a fortune
of about $21 billion, according to
Forbes magazine.

Meanwhile, as part of a scram-
ble to reverse this week’s 40%
plunge in its stock price, Citigroup
officials are lobbying lawmakers
and the Securities and Exchange
Commission to reinstate the agen-
cy’s expired ban on short selling of
financial stocks, people familiar
with the matter said.

Citigroup also is urging federal
officials to reinstate the uptick
rule, these people said. The uptick
rule, which expired in July 2007, re-
quired investors to wait until a
company’s stock rose before they
could sell it short. Short selling is a
way to bet that shares will decline.

Citigroup officials believe short
selling by hedge funds has fueled
the recent nose dive.

“You would think the regulators
would want to exercise some lead-
ership and protect the integrity of
the financial-services world,” said
one person familiar with Citi-
group’s lobbying efforts.

While other financial institu-
tions and Washington trade groups
are calling for the short-sale ban to
be re-established, none are push-
ing for it as hard as Citigroup, the
people said. A Citigroup spokes-
woman declined to comment.

The Citigroup push is reminis-
cent of Morgan Stanley Chief Exec-
utive John Mack’s lobbying in Sep-
tember for rules that would halt
short selling of financial-industry
shares. At the time, the investment
firm’s shares were plummeting.

Mr. Mack also talked to sena-
tors, regulators and White House

Chief of Staff Joshua Bolten to try
to restrain activities of short sell-
ers, who borrow stock, sell it and
hope to buy it back later at a lower

price.
Citigroup could have a hard sell

with policy makers, as SEC offi-
cials have been against reinstating

the temporary ban on short selling.
The multiweek ban expired in

October and was seen as an ex-
treme action by the SEC to calm vol-
atile financial markets. It applied
to close to 1,000 stocks, many of
which were financial companies.

The ban was widely seen as inef-
fective, partly because it tackled
only one of the forces pushing
shares lower.

Financial stocks also are being
dragged down by worsening eco-
nomic conditions, the likelihood
that deleveraging will reduce prof-
its and worries that more capital is
needed to stabilize the banking
and securities industries.

SEC Chairman Christopher Cox
has opposed reinstating the uptick
rule, arguing that it is no longer ef-
fective since stock prices moved to
pennies from fractions.
 —Kara Scannell

contributed to this article.
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Sinking stock
Citigroup’s daily share price on the
New York Stock Exchange

Thursday midafternoon price: $5.06, down 21%
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By Christopher Lawton

At a time when money is tight,
eBay Inc.’s PayPal online-payments
unit plans to offer consumers credit
lines for Internet holiday purchases
in a bid to expand its online-pay-
ments business.

Starting Friday, PayPal will test a
service offering online credit to sev-
eral thousand active members. The
service builds on eBay’s purchase in
October of deferred-payment ser-
vice Bill Me Later Inc., which allows
Web shoppers to delay payment.

The PayPal members will be pre-
approved for varying credit limits,
based on an assessment of their fi-
nances. The credit can be used at on-
line retailers such as Toys “R” Us
Inc., Amazon.com Inc. and Apple
Inc.’s Apple Store, which use Bill Me
Later. Shoppers won’t get charged
interest or have to make payments
until April 1, 2009, after which they
can opt to pay through a payment
plan with interest.

PayPal says it will give $10 to
each customer who takes part in the
online promotion and spends more
than $50 by the end of December. A
PayPal spokeswoman declined to
give the amount of online credit
that the company, based in San
Jose, Calif., will be offering.

The move is important for eBay
because it comes amid a stalled
e-commerce sector. U.S. online
spending rose 1% in October, its low-
est growth rate since 2001, accord-
ing to research firm comScore Inc.
Offering more choices around how
to pay for purchases online could
help PayPal gain market share at a
time when people are concerned
about how much they are spending.

Barry Herstein, PayPal’s chief
marketing officer and general man-
ager of North America, says “cash-
like instruments” such as Bill Me
Later will be critical as the global
economy recedes, because they al-
low people to better manage what
they are paying for than credit
cards. He declined to be specific
about what interest rates the com-
pany could give users.

For PayPal, which has 65 million
active accounts, the move is an ef-
fort to integrate customers from its
core online-payments business into
the Bill Me Later franchise and to
spark demand among PayPal users.

PayPal to offer
lines of credit
for Web shopping
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EU to shift farming aid
Paris backs move
to give more funds
to rural businesses

By John W. Miller

BRUSSELS—As crop and food
prices soared earlier this year,
France fought to use more Euro-
pean Union farm subsidies to boost
its production and so alleviate price
pressures—reversing a decade of ef-
forts to cut Europe’s agricultural
output.

On Thursday, with food prices
collapsing, Paris abandoned the
fight. Instead, the EU will double
the portion of the bloc’s $75 bil-
lion-a-year farm subsidies that it
steers to nonfarm rural businesses,
to 10% by 2013 from 5% this year.
The EU also will increase its prac-
tice of paying farmers lump sums re-
gardless of what or how much they
grow. France, which holds the EU’s
rotating six-month presidency until
December, voted for the proposals.

“The political and economic con-
texts have changed since June,”
says Pierre Sellal, France’s ambassa-
dor to the EU. Wheat prices have

fallen to less than $6 a bushel on the
Chicago Board of Trade, down from
a peak of more than $12 a bushel.

France also has been forced to
pick other priorities for its EU presi-
dency, says Mr. Sellal. French Presi-
dent Nicolas Sarkozy helped negoti-
ate a peace settlement to the August
war between Georgia and Russia
and is heavily involved in trying to
coordinate stimulus packages
across the EU to respond to the
looming economic recession.

Still, France prevented any cuts
to the EU’s overall farm budget until
at least 2013. It also watered down
the European Commission’s initial
proposals for shifting funds to rural
development, allowing France to
keep up direct payments to sheep
and goat farmers, and to buy up
three million tons of wheat for
bread per year from French growers
to put a floor under prices and keep
the growers in business.

France effectively designed the

EU’s farm-subsidy program in the
era of post-World War II food short-
ages, aiming to guarantee food secu-
rity and a livelihood for millions of
European farmers. The EU gave
farmers a set amount per ton of
crops produced, leading in better
times to so-called surplus lakes and
mountains of wine, butter, wheat
and other products.

Under pressure from the World
Trade Organization and from devel-
oping nations—where the EU sold
its surplus foods cheap, undercut-
ting local farmers—the EU has cut
back subsidies linked to production
over the past decade. The EU now
uses just 12% of the farm budget’s
$75 billion to pay farmers to pro-
duce a specific crop, compared with
almost 100% in 2000.

Meanwhile, the EU shifted a por-
tion of the total farm funds—cur-
rently 5%, and now set to rise—into
so-called “rural development.” En-
trepreneurs are eligible to receive
subsidies for rural businesses such
as golf courses, farmers’ market
shops or riding clubs.

Some countries were unhappy
with Thursday’s compromise, argu-
ing that overall EU farm subsidies
still need to be cut. Currently the
subsidies make up around 40% of
the EU’s budget. The U.K., which
tried to block Thursday’s deal, earns
$7 billion per year in EU farm subsi-
dies, half what France gets. As com-
pensation, the U.K. gets a rebate of
roughly the same amount. But it
doesn’t go to farmers.

“English farmers are still play-
ing on a uneven field,” says Martin
Howarth, policy director for the Na-
tional Farmers Union in the U.K.
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By Joel Sherwood

And Paul Hannon

Latvia said it is looking to start
talks with the International Mone-
tary Fund and has formally entered
negotiations with the European
Commission on emergency finan-
cial assistance for the country’s
struggling economy.

The planned appeal to the IMF
follows similar moves in recent
weeks by several countries, includ-
ing Hungary, Ukraine, Iceland and
Pakistan, as the global financial cri-
sis pummels developing and periph-
eral markets. Turkey also is consid-
ering IMF aid.

Meanwhile, the European Bank
for Reconstruction and Develop-
ment, which specializes in lending
to Central and Eastern Europe, said
it will increase new investments by
20% to Œ7 billion ($8.8 billion) in
2009. The bank may also recon-
sider a planned 2010 halt on invest-
ing in seven countries that joined
the EU in 2004, bank President
Thomas Mirow said. The seven in-
clude the three Baltic countries,
and Poland, Hungary, Slovakia and
Slovenia.

Latvia’s economy has looked par-
ticularly unstable as the market tur-
moil gathered pace from mid-Sep-
tember. Latvia fell into recession
this year after double-digit growth
last year, while the inflation rate
and current-account deficit as a
percentage of gross domestic prod-
uct are in double digits.

Most market-watchers expect
the contraction to continue

through next year. “It confirms
what we’ve known for a long time:
that Latvia looks most shaky in the
[Baltic] region,” said Neil Shearing,
a London-based economist with
Capital Economics.

Economic performance in the
once-booming Baltic nations is on a
sharp downward trend on tighter
credit, high inflation and plummet-
ing housing markets. The intensi-
fied global financial crisis of recent
months raises the stakes.

Estonia also entered recession
this year after robust growth in
2007, while Lithuanian growth is

quickly slowing. Estonia and Lithua-
nia aren’t necessarily expected to
follow Latvia to the IMF because of
their slightly less-gloomy eco-
nomic outlooks.

Latvia’s admission Thursday
that it may need IMF support repre-
sents a quick policy shift from a gov-
ernment that last week said it was
pondering turning to the European
Union for help but wasn’t yet con-
sidering IMF aid. Latvia’s finance
ministry said the moves are largely
precautionary, and that the size
and terms of any loan are yet to be
worked out.

Latvia pursues IMF aid,
EU financial assistance

A huge payday
Before the crisis, some
chieftains took their money
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The EBRD may
revisit plans to halt
investment in new
EU members in 2010.
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sures they could take. In two days of
testimony before Congress this
week, the auto makers’ chief execu-
tives failed to win enough new sup-
port for a bailout, in large part be-
cause many lawmakers remained un-
convinced the CEOs were fundamen-
tally changing the way Detroit does
business.

The executives—General Mo-
tors Corp.’s Rick Wagoner, Ford Mo-
tor Co.’s Alan Mulally and Chrysler
LLC’s Robert Nardelli—played
down the need to cut fur-
ther jobs or rework their
contracts with the United
Auto Workers, and said
the main reason they need
money is because of the
meltdown in financial mar-
kets. Few lawmakers
seemed to agree.

The executives also
came under fire for failing
to take symbolic measures
to show they are sharing in
the sacrifice. Lawmakers
from both parties chastised them
for flying corporate jets to Washing-
ton to ask for billions of dollars in as-
sistance from taxpayers. Also, they
were pressed to say whether they
would cut their salaries to $1. Mr.
Nardelli said he would, while
Messrs. Wagoner and Mulally de-

murred.
At GM, the board of directors

will discuss the company’s course
in a conference call scheduled to
take place on Friday. The board is
meeting several times a week via
teleconference to monitor the auto
maker’s increasing financial diffi-
culties, and it continues to support
Mr. Wagoner, a spokesman said, de-
spite the setback in Washington
this week.

Mr. Wagoner has been criticized
for not being able to clearly articu-

late just how much funding
GM needs to stay afloat and
for not laying out a convinc-
ing path to profitability in
the current market condi-
tions.

GM’s board has a regu-
larly scheduled meeting set
for Dec. 2. The auto maker’s
survival has become a
day-to-day battle because of
the collapse of the U.S. auto
market and excessive cash
burn in the third quarter.

GM’s directors, like the company’s
management, believe the company’s
options for avoiding bankruptcy
court are limited without the assis-
tance of the federal government, sev-
eral people familiar with the board’s
thinking said.

In his testimony in Washington,

Mr. Wagoner said it isn’t clear GM
has enough cash to survive until
President-elect Barack Obama takes
office in January. The company had
$16.2 billion in cash at the end of
September.

At Ford, which is in better finan-
cial shape than GM, executives are
waiting to see if Congress could
reach a compromise to extend gov-
ernmental loans to the industry, ac-
cording to people at the auto maker.

They weren’t hopeful about an
immediate bailout and are methodi-
cally planning for a variety of scenar-
ios that could play out in the weeks
and months ahead. One person famil-
iar with the matter said Ford is look-
ing for the next trigger, which could
be a call by major suppliers to GM
and Chrysler to change the way they
are paid.

Both Messrs. Wagoner and Mula-
lly said they haven’t started making
contingency plans if their compa-
nies need to file for bankruptcy pro-
tection. Chrysler has started taking
such steps. Mr. Nardelli told Con-
gress the company’s cash supply
could fall below the level it needs to
stay in business by the end of the
year.

Earlier Thursday, House Finan-
cial Services Committee Chairman
Barney Frank told reporters “noth-
ing’s going to happen legislatively”

this week. Mr. Frank said he sees no
chances of an aid package being
passed by the Senate and, therefore,
no action to take place in the House
of Representatives before House
lawmakers leave town on Thursday.

“The Senate’s not going to act, so
nothing will happen,” Rep. Frank
told reporters Thursday. “Nothing’s
going to happen legislatively.” His
remarks came a day after Sen. Reid
withdrew efforts to force a vote on

the legislation pushed by Demo-
crats that would tap the financial-
rescue fund.

The White House on Thursday is-
sued strong criticism of congres-
sional Democrats.

“Unfortunately, it looks like Sen.
Reid just wants to pick up his ball
and go home for the next two
months for vacation,” White House
press secretary Dana Perino said in
her daily briefing. “And if that is the
case, then one can only deduct that
the Democrats don’t believe that
the auto industry really needs help
and really needs help now.”

If Congress doesn’t pass auto-
rescue legislation this week and
doesn’t return after next week’s
Thanksgiving holiday, Democrats
are certain to face criticism from
the Bush White House in its waning
days. In her comments Thursday,
Ms. Perino said “we would suspect
that [Congress] would want to
come back and finish the work that
they didn’t get done this week,” if
one of the auto makers was in dan-
ger of insolvency.

“I can’t imagine a scenario
where they wouldn’t come back un-
less the answer is that they just
don’t care,” Ms. Perino said.
 —Matthew Dolan, Joann S. Lublin

and Alex Kellogg
contributed to this article.

Continued from first page

U.S. car industry’s hopes dashed for quick federal bailout

Barclays races to win support for plan

By Evan Perez

WASHINGTON—The Senate’s
Permanent Subcommittee on Inves-
tigations is opening a probe into
causes of the global financial crisis,
focusing in part on whether bond-
rating firms, driven by conflicts of
interest, boosted mortgage invest-
ments that have since collapsed.

Wall Street firms already have
seen a preview of what they can ex-
pect. Rep. Henry Waxman (D., Calif.)
has used his post as chairman of the
House Oversight and Government Re-
form Committee to subpoena records
from American International Group
Inc. and Lehman Brothers Holdings
Inc. House hearings have looked into
ratings firms, but the Senate subcom-
mittee’s investigation is expected to
go more deeply into the matter.

Sen. Carl Levin (D., Mich.), who
heads the investigations subcom-
mittee, has called attention to finan-
cial derivatives known as credit-de-
fault swaps, which he calls “one of
the prime culprits responsible for
this financial disaster.” Investiga-
tors are expected to look into how
those derivatives were marketed
and used by banks.

On the ratings side, the subcom-
mittee’s ranking Republican, Sen.
Norm Coleman of Minnesota, said in-
vestigators want to know whether
competition among firms led them
to issue certain ratings in order to
win business from banks.

“We’re going to look at the root
causes of this, looking at whether
the inherent conflict clouded the
judgment of the agencies,” Sen. Cole-
man said in an interview. “Some-
body missed something here. Was it
because of the complexity or was it
in the zeal to make money?”

In focusing on the bond-rating in-
dustry, the Senate subcommittee
would be joining several other regu-

latory and investigative agencies, in-
cluding the U.S. Securities and Ex-
change Commission and New York’s
attorney general, Andrew Cuomo.

An SEC report in July found “seri-
ous shortcomings” in the practices
at the three major credit-rating
firms, Moody’s Corp., McGraw-Hill
Cos.’ Standard & Poor’s and Fimalac
SA’s Fitch Ratings. The report criti-
cized poor disclosure practices and
poor oversight of potential conflicts
of interest, among other problems.
The SEC is expected next month to is-
sue rules aimed at limiting conflicts.

“We’ve instituted a number of in-
itiatives to mitigate conflicts,” said
a Moody’s spokesman. Fitch and
S&P declined to comment.

Washington lawmakers and fed-
eral prosecutors are pushing to hold
Wall Street executives and regulators
accountable for the financial crisis.
Previous investigations by the Sen-
ate subcommittee have focused on
Enron, tax shelters and offshore bank-
ing, and helped root out the scandal
that recently led a top executive of
Swiss bank UBS AG to be indicted on
charges of aiding tax evasion by bank
clients. The executive has denied
wrongdoing.

The White House and members
of both parties largely put off assign-
ing blame during September and Oc-
tober as they worked together on
bailouts for financial companies.
But with a new administration tak-
ing over and a new Congress being
seated in January, the effort is ex-
pected to start anew.

Already, some have focused ini-
tial attention on deregulation as the
culprit, while others have suggested
that the government used laws such
as the Community Reinvestment
Act to bully banks into lending
money to unfit borrowers.
 —Aaron Lucchetti

contributed to this article.
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Rick Wagoner

ing requires 50% of shareholders to
be represented in the vote, of which
75% must be in favor.

If Barclays loses the vote, it
could face a challenging time in rais-
ing capital.

Concern about such a prospect
could prompt shareholders to set
aside their objections to the lucra-
tive terms the bank is giving the Per-
sian Gulf investors and pass the
plan. Barclays opted to raise money
privately instead of selling a stake
to the government under the U.K.’s
bailout of its banking system.

“It’s clearly a time of very high
stakes for management,” said Alex
Potter, an analyst at investment
firm Collins Stewart in London. The
wish to avoid “potentially even
more expensive funding is one of
the few reasons why there is still a
good chance that the capital raise
gets voted through on Monday.”

Mr. Varley usually has genial re-
lations with shareholders, who
have supported him through his ma-
jor decisions like agreeing to buy
the North America operations of
Lehman Brothers Holdings Inc. this
fall and his caution in refusing to
pay up to win the bidding war for
Dutch banking giant ABN Amro
Holding NV last year.

In recent days, Barclays execu-
tives have renegotiated the terms
of the deal with Qatar and Abu
Dhabi to give shareholders access
to some of the same lucrative
terms, but shareholder anger has re-
mained.

A leading objector is one of Bar-
clays’ largest shareholders, Legal &
General Group PLC, the big London
pension manager and insurer, peo-
ple familiar with the situation said.
U.K. institutional investors don’t
typically protest bank deals.
Founded in 1836, Legal & General,
which has about £301 billion in
funds under management as of Dec.
31, 2007, owned 3.9% of Barclays
outstanding shares, or 327 million
shares, as of July 24.

A Legal & General spokesman de-

clined to comment Thursday.
Many members of the Associa-

tion of British Insurers are ex-
pected to abstain from voting, a per-
son familiar with the matter said.
The trade association put what it
calls a “red top” on its views of Bar-
clays’ capital-raising plans to sig-
nal “the presence of an issue of
grave concern,” according to its
Web site. Its concerns include “the
preferential terms available to
some investors, and the overall cost
of the issue to existing sharehold-
ers.”

Shareholders are upset about
the rich terms Barclays is offering
its investors from Qatar and Abu
Dhabi, including special securities

that pay a 14% yield through 2019.
The investors from Qatar and Abu
Dhabi could end up owning as much
as a third of the bank.

The wife of Barclays’ main
banker on the deal, chairman of Mid-
dle Eastern operations Roger Jen-
kins, helped build a personal rela-
tionship with Qatar Prime Minister
Sheikh Hamad bin Jassim bin Jabor
Al Thani, people familiar with the
matter said.

Separately, Amanda Staveley, a
British businesswoman who is chief
executive of her own firm, PCP Gulf
Invest, helped bring together Abu
Dhabi’s Sheikh Mansour Bin Zayed
Al Nahyan and Barclays.

The connections illustrate the
lengths banks are going to in their
efforts to raise funding from the
Middle East, a wellspring for insti-
tutions globally in the financial cri-
sis that is getting tougher to tap as
the region feels the global slow-
down too.

Mr. Jenkins’ wife, Diana, helped
her husband build a lasting social re-
lationship with Mr. Al Thani, chief
of Qatar’s sovereign-wealth fund,
people familiar with the matter say.
She didn’t take part in the capital-
raising discussions, a person famil-
iar with the situation said.

Mrs. Jenkins has shown up on
Barclays’ radar before. As part of
Mr. Jenkins’ compensation, Bar-
clays at one time owned a stake in
one of Mr. Jenkins’ personal hold-
ing companies that helped finan-
cially back a swimwear company
where Mrs. Jenkins was a partner.
Barclays subsequently transferred
its stake to Mr. Jenkins.

Mrs. Jenkins has been photo-
graphed in magazine party photo
spreads, including in a New York
Times Magazine feature about vaca-
tions in Aspen, Colo., in 2005. In
that issue, she appeared wearing
what the magazine said was a
$12,000 mink.

On the Abu Dhabi side, Ms. Stave-
ley, little known in London as a deal-
maker until recently, helped bring
Mr. Al Nahyan to the table. Ms.
Staveley has been building relation-
ships with Gulf decision makers for
some 15 years. Her initial contact
came when she was running a res-
taurant called Stocks some 15 years
ago near England’s historic New-
market stables and met Dubai horse
breeders.

She and her firm will receive
about £40 million if the deal closes
and shareholders approve the mea-
sure. A spokesman for Ms. Staveley
said the renegotiations with Bar-
clays represented an act of good
faith.

A representative of Mr. Al Thani
and the Qatar investment fund de-
clined Thursday to comment on the
Barclays deal. Representatives for
Mr. Al Nahyan didn’t return calls
seeking comment.
 —Chip Cummins

and Margaret Coker in Dubai
contributed to this article.
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Ms. Staveley and
her firm stand to
receive about £40
million in the deal.
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Lukoil considers purchase
of a 30% stake in Repsol

Russians feel the chill of financial crisis
Putin plans to lift
jobless payments;
wage arrears grow
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The financial crisis has begun to affect Russian workers. Wage arrears have
jumped and companies owe 300,000 people back pay, government data show.

By Andrew Osborn

MOSCOW—Russians have begun
to feel the chill of the financial cri-
sis, as it triggers layoffs and wage
delays reminiscent of the economic
collapse in the late 1990s.

On Thursday, Prime Minister
Vladimir Putin promised new mea-
sures, including lower corporate
taxes and higher unemployment
payments, in addition to an existing
government bailout package.

Government data show that in
October, wage arrears jumped to
over four billion rubles ($145 mil-
lion), their highest level in a year,
and that cash-strapped firms owe
back pay to 300,000 people. Econo-
mists say the real figures are likely
to be higher, though still far below
those seen in the 1990s, when tens
of millions of people were affected.
Then, workers went without sala-
ries for months on end, sparking na-
tionwide protests.

A Moscow-based advertising ex-
ecutive said she hadn’t been paid

her salary of 40,000 rubles a month
since September. “I keep going to
work because I don’t want to lose all
the money I’ve earned,” she said.
“I’m hoping I might get paid before
the New Year.”

The government has insisted
there is no serious crisis and that
Russia is much better off than West-
ern countries, airing public reassur-
ances on state television. But as the
banking system stutters, the ruble
falls and firms dismiss staff, that sto-
ryline is becoming harder to sell.

Opinion polls show Russians are
becoming more pessimistic about
the economy, though some surveys
show that many remain convinced
the country isn’t yet in crisis.

A recent poll by the independent
Moscow-based Levada polling cen-
ter found that a fifth of people said
their wages weren’t being paid on
time, and that a fifth of those sur-
veyed said that they or family mem-
bers had recently been laid off.

Economic data also are getting
grimmer. Finance Minister Alexei
Kudrin has said that falling oil
prices mean Russia may run a bud-
get deficit of 1% next year for the
first time in years, while the central
bank said Wednesday that it had
spent $57.5 billion propping up the
ruble in the last two months.

Earlier this week, government
data showed growth in industrial
output was just 1.6% in October.
Data from the Moscow-based Romir
market-research agency show that
consumer spending, while still high,
has begun to decline as banks have
stopped lending or tightened loan
rules.

Mr. Putin addressed the growing
economic storm on Thursday at a
congress of the ruling United Russia
party, which he leads.

The party’s political future “will

directly depend on how we cope
with the problems that our country
and citizens are facing today,” he
told party members. Opposition pol-
iticians, including members of the
Communist Party, have forecast
that social discontent will boost
their own ratings and begin to eat
away at the once-solid popularity of
Mr. Putin and President Dmitry
Medvedev. So far, there’s little sign
of that in opinion polls.

In his speech, Mr. Putin recalled
the 1990s, saying he’d do “every-

thing” to prevent an economic col-
lapse of the kind Russia suffered in
1998, when the government de-
faulted on its debt and the ruble lost
two-thirds of its value overnight.

“We have amassed sizable finan-
cial reserves which will give us the
freedom to maneuver, allow us to
maintain macroeconomic stability,”
Mr. Putin said. Russia’s interna-
tional reserves, the third-largest af-
ter China’s and Japan’s, have
dropped by more than $122 billion
since early August. Government offi-
cials insist the reserves, which
stand at $450 billion, will last.

Mr. Putin pledged fresh anticri-
sis measures in addition to an exist-
ing government bailout package val-
ued at more than $200 billion. He
promised lower corporate tax rates,
higher payments for the jobless,
and said the Kremlin would keep
spending to keep the ruble stable.
He avoided talking about layoffs,
warning of what he called “struc-
tural changes in the labor market.”

But as oil prices continued to
fall, his words failed to soothe capi-
tal markets, underlining Russia’s
acute dependence on oil. Oil and gas
account for two-thirds of Russia’s
export earnings. Stocks on the ruble-
denominated MICEX exchange
dropped almost 7% on Thursday,
while the dollar-denominated RTS
exchange fell nearly 7.5%.

The price of oil Thursday on the
New York Mercantile Exchange fell
$4.00 a barrel, or 7.46%, to close at
$49.62, down for the fifth straight
trading day.

LEADING THE NEWS

By Thomas Catan

MADRID—OAO Lukoil is in ad-
vanced talks to buy as much as 30%
of Spanish oil company Repsol YPF
SA, a person familiar with the matter
said, a move that would give Russia’s
biggest nonstate oil producer an im-
portant foothold in Europe.

But Spain, which imports virtu-
ally all its energy, could try to block
a deal that would place a large part
of its biggest energy company in
Russian hands.

A 30% stake of Repsol would be
valued at around Œ5 billion, or
roughly $6.25 billion, at Repsol’s
stock price before news emerged of
Lukoil’s interest. The shareholder
who holds the 20% share that’s up
for sale, debt-laden Spanish
builder Sacyr-Vallehermoso SA,
likely would want a substantial pre-
mium, however.

Any deal would boost Repsol’s
business, giving the Spanish com-
pany much-needed access to an in-
expensive, steady supply of crude
oil from Russia.

Spain’s Prime Minister, José
Luis Rodríguez Zapatero, said
Thursday he would like to see Rep-
sol continue to “bear the Spanish
flag.” But he didn’t say the govern-
ment would block Lukoil from tak-
ing a stake in Repsol, saying he
would respect any negotiations.

He also drew a distinction be-
tween Lukoil and OAO Gazprom,
the state-owned Russian energy
company that considered buying a
stake in Repsol earlier this month.
The Spanish government had indi-
cated it would oppose a Gazprom
deal. Lukoil “is a private company,
whose majority shareholder is a
leading U.S. company in the sector,”
Mr. Zapatero said.

For Lukoil, of which ConocoPhil-
lips of the U.S. owns 20%, the move
would represent a decisive effort to
expand beyond its home market. The

Russian oil company recently
bought nearly half of an Italian refin-
ery and has refineries in Romania
and Bulgaria.

Repsol has five refineries in
Spain, as well as a big network of ser-
vice stations. It also has three refiner-
ies in Argentina and one in Peru.

“This would definitely turn
Lukoil into an international oil com-
pany,” said Fadel Gheit, an oil analyst
at Oppenheimer & Co. Beyond a net-
work of service stations in the U.S.,
he said, Lukoil doesn’t “have much
outside of Russia at the moment.”

Provided it doesn’t take over all
of Repsol, Lukoil’s move could prove
more palatable than the possible pur-
chase of a stake by Gazprom, accord-
ing to a Spanish government official.

Lukoil is considering a purchase
of the 20% Repsol stake that Sacyr
has put up for sale. Lukoil also is look-
ing to buy as much as 9.9% from
other shareholders, including Span-
ish savings bank La Caixa SA, the per-
son familiar with the matter said. La
Caixa’s investment arm in a note to
Spanish stock-market regulators
said it had held “informal contacts”
with interested parties it didn’t iden-
tify. Sacyr said it remains open to dis-
cussions on any of its assets. Lukoil
declined to comment.

Sacyr paid Œ6.5 billion for its 20%
stake in 2006, with most of the
money borrowed from banks and se-
cured by the Repsol shares. Under
the terms of the loan, the cash-
strapped builder must add collateral
each time Repsol’s share price falls.

But a sale of its Repsol stake
would deprive Sacyr of dividends,
which have been a useful source of
cash as Spain’s construction indus-
try has ground to a halt. Some ana-
lysts believe Sacyr would sooner sell
its toll-roads unit, Itinere Infrae-
structuras SA, to lower its debt load
of around Œ18 billion.

 —Santiago Perez and Christopher
Bjork contributed to this article.
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By Paul Hodkinson

A YEAR AFTER the U.K.’s pri-
vate-equity trade group re-
leased voluntary guidelines as

to how members could publish
more details about themselves and
portfolio firms, only a handful of
firms have complied.

Just 56 companies that have re-
ceived private-equity investment
have followed recommendations
set out in the review shepherded by
Sir David Walker, published on Nov.
20, 2007.

According to figures from the
British Private Equity and Venture
Capital Association, 55 private-eq-
uity-backed companies signed up in
July to the Walker guidelines, which
had been commissioned by the U.K.
trade body. The additional signa-
tory since then is hotel chain QMH,
owned by a consortium led by Gold-
man Sachs Group Inc. and its real-
estate fund, Whitehall.

The companies that have signed
up are a tiny fraction of the about
1,300 U.K. companies that annually
receive private-equity investment,
defined as investments including
venture capital, growth equity and

leveraged buyouts, according to the
BVCA Web site.

But the guidelines require only
the largest private-equity-owned
companies to produce annual re-
ports with information on areas
such as finances and leverage.

The guidelines were part of an ef-
fort by private-equity firms to im-
prove their reputations after criti-
cism last summer from trade unions
and some in the media for lack of
transparency.

“The current disclosure thresh-
old is too high. It should be changed
so all companies owned by private
equity and employing more than
250 staff are required to disclose
key financial information,” said
Brendan Barber, general secretary
of Trades Union Congress, on
Wednesday. The group represents
58 U.K. trade unions and nearly
seven million people. “In the cur-
rent economic climate, it is more im-
portant than ever for firms as open
as possible,” he said.

In June, Sir David, who produced
the guidelines, said that, given an-
other chance, he would have low-
ered the threshold requiring portfo-
lio companies to report their activi-
ties to include twice as many pri-
vate-equity-owned businesses.

The Walker guidelines applied to
U.K.-focused companies that have
more than 1,000 full-time U.K. em-
ployees or are bought for £300 mil-
lion ($450 million), or £500 million

in a secondary buyout, which is
when a private-equity investor sells
its stake to another investor.

This bar is significantly higher
than in other countries that followed
Walker’s template. Denmark based
its guidelines on Walker and requires
portfolio companies to comply if
they have revenues higher than
238 million Danish kroner ($40 mil-
lion), more than 199 million kroner in
assets and more than 250 employees.

However, buyout executives
have said it was unfair to require pri-
vately owned companies to report
in the same way as public compa-

nies. Private-equity firms generally
consider the amount of leverage
they take on and the way they retool
the finances of the companies they
buy to be trade secrets, similar to
hedge funds’ protectiveness over
what positions they are holding.
The Walker guidelines also force pri-
vate-equity firms to become more
transparent; 32 have signed up out
of 210 full members and 200 associ-
ate members.

According to an analysis of the
published reports, the most trans-
parent firms were Terra Firma Capi-
tal Partners Ltd. and Candover Part-

ners Ltd., as both give a breakdown
of their own accounts as well as in-
formation on their portfolio compa-
nies’ turnover and profits. 3i Group
PLC, whose stock trades in the U.K.,
also provided the same level of infor-
mation, although, as a public
company, it has to release that
information.

By contrast, Advent Interna-
tional Corp., Carlyle Group, Cinven
Ltd. and Montagu Private Equity
LLP didn’t provide that informa-
tion, nor any details about portfolio-
company employee numbers or
management names.

“The industry has taken impor-
tant steps in implementing the pro-
posals contained in the Walker re-
port of self-regulation,” said BVCA
in a statement. “For instance, EMI’s
annual report was heralded by na-
tional commentators as being a
‘warts and all’ assessment of the
company.” EMI is owned by Terra
Firma.

Buyout firms Terra Firma and
Cinven are among those to have said
all their portfolio companies will
comply with the guidelines regard-
less of their sizes.

“What has undoubtedly been the
case is that the guidelines created a
standard of ‘best practice’ that peo-
ple can refer back to, which means
the transparency debate can move
forward in a practical way,” said
Marco Compagnoni, a partner at
law firm Weil Gotshal & Manges.

By Jennifer Bollen

Stockholm buyout firm Nordic
Capital has closed the largest Nor-
dic fund and the second-biggest Eu-
ropean fund since the collapse of
U.S. investment bank Lehman Broth-
ers Holdings Inc., by raising Œ4.3 bil-
lion ($5.39 billion) in a difficult fund-
raising climate.

Nordic Capital Fund VII beat its
Œ3.7 billion target and more than
doubled its previous fund by achiev-
ing its Œ4.3 billion hard cap—the up-
per limit for the fund that cannot be
exceeded.

It also beat rival buyout house
EQT Partners’ fifth fund, which
closed on Œ4.25 billion in December
2006, for the title of the biggest Nor-
dic fund, according to data provider
Preqin.

Fund raising across Europe since
December has dropped 15% to $84.7
billion from the same period in the
previous year. A total of 27 Euro-
pean funds have raised Œ15.4 billion
from investors—called limited part-
ners—since Lehman Brothers filed
for bankruptcy Sept. 15. Only one
fund has closed at a higher figure
since then. Last month European
buyout firm Bridgepoint Capital
Ltd.’s fourth fund closed at Œ4.8 bil-
lion.

The Nordic Capital Fund VII,
which took a year to raise, will prima-
rily invest in large to medium-sized
companies in the health-care, indus-
try and service sectors across the
Nordic region, although it can invest
globally.

“LPs are still keen on private eq-
uity,” said Tim Friedman, head of

publications and marketing at Pre-
qin. “Fund managers that can dem-
onstrate a good plan for how to use
the current financial situation to
their advantage will find that knowl-
edgeable investors will still be keen
to gain access to their new vehicles.”

Nordic Capital has opened of-
fices in Oslo, Frankfurt and London
this year to prepare for a more inter-
national focus than the previous
fund, which closed on Œ1.9 billion in
2006. The offices add to the firm’s
bases in Stockholm, Copenhagen
and Helsinki.

More than a third of commit-
ments to the fund came from the
U.S., followed by 30% from Europe,
15% from the Nordic region and 20%
from the rest of the world.

Nordic Capital already has used
the fund to buy U.S. wound-care
manufacturer ConvaTec for Œ2.6 bil-
lion with U.S.-based Avista Capital
Partners in May. Nordic Capital also
has used the fund to acquire Norwe-
gian traffic-safety-products com-
pany SafeRoad and Danish informa-
tion-technology business EDB Grup-
pen. Law firm White & Case LLP ad-
vised the fund raising, for which Nor-
dic Capital didn’t use a placement
agent.

Sovereign Wealth Funds Forum
24th February 2009, Jumeirah Carlton Tower, London

Financial News/Dow Jones Events are organising a unique one-day Sovereign
Wealth Funds Forum which will provide a platform for top level speakers
comprising of some of the largest Sovereign Wealth Funds, regulators,
IMF representatives, practitioners, etc, to discuss the most pressing issues
surrounding Sovereign Wealth Funds.

They will seek to identify the opportunities presented by the emergence of
Sovereign Wealth Funds and the potential pitfalls.

Topics to be discussed include:
• Understanding the Sovereign Wealth Fund Landscape
• Sizes and locations of key SWFs
• The Case for SWFs
• SWFs and the Western Financial System
• How Open is the West
• SWFs Asset Allocation
• What next for SWFs?

To register contact Cordelia Ekeocha on +44 (0) 20 7309 7705 or
email cekeocha@efinancialnews.com or
visit www.efinancialnewsevents.com/conference/swff09/

For sponsorship and speaking opportunities please contact Ifeoma Bosah at
ibosah@efinancialnews.com

Early booking discount
£549 +VAT ends on the

31st December 2008

SWFF09.WSJE
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Closing the gap
The Big Three U.S. auto makers have narrowed the productivity gap
with their foreign competitors in recent years.

Source: Oliver Wyman

Total labor hours per vehicle produced

GM employees inspect vehicles 
before they leave the assembly 

line at a plant in Arlington, Texas
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While U.S. auto executives re-
turn home from Washington after
making their case for financial aid,
car makers around the world are
paring their work forces and curb-
ing production.

Mazda Motor Corp. and Isuzu
Motors Ltd. said Thursday that they
will reduce their temporary work
forces in Japan by a combined 2,700
jobs. Japanese car makers are far-
ing better than their counterparts
in Detroit during the economic slow-
down, but the sharp decline in sales
in the U.S.—their key market—has
forced many to scale back produc-
tion at their plants in Japan.

In Europe, French auto maker
PSA Peugeot-Citroën SA said Thurs-
day that it plans to cut 2,700 jobs,
about 1% of its work force, in re-
sponse to falling demand.

“The financial and industrial cri-
sis, which is affecting the whole of
the economy, has led to a violent re-
duction in volumes,” Peugeot said.
The company said it expects vol-
umes in Europe to fall at least 17% in
the fourth quarter and 10% in 2009
from a year earlier.

In a rare bright spot, Honda Mo-
tor Co. might expand production of
its hot-selling Fit subcompact to the
U.S. to meet demand. The auto
maker is “considering all options”
to boost its supply, said Dan Bonaw-
itz, Honda’s vice president of corpo-
rate planning and logistics. The Fit
is currently built in Japan and
shipped to the U.S.

“We have about 19 days’ worth of
supply, which is much too low,” Mr.

Bonawitz said on the sidelines of the
Los Angeles Auto Show on Wednes-
day. “We can’t fill all our dealer or-
ders.” U.S. sales of the Fit rose 28% in
October,to 6,478 vehicles, even as Hon-
da’s overall sales there fell 28%.

At the same time, though, Honda
announced more production cuts in
North America, to trim output by
18,000 by the end of its fiscal year.
At its plant in Lincoln, Ala., Honda
will cut production of the Pilot sport-
utility vehicle and the Odyssey mini-
van by 12,000 units, while reducing
output at its factories in Ohio that
produce Element and CR-V cross-
overs and Accord sedans. Taken
with earlier announced reductions,
the company will have cut produc-
tion by 50,000 units since August.

For those making cuts in Japan,
temporary workers will go first.
Mazda said it won’t renew contracts
with 1,300 temporary staff at two of
its domestic plants when the con-
tracts expire at year end. Mazda cur-
rently hires 1,800 temporary work-
ers engaged in production.

Meanwhile, Isuzu said that it will
reduce all 1,400 temporary manufac-
turing staff in Japan by year end.
The truck maker will terminate the
contracts with “most” of these work-
ers before they expire, an Isuzu
spokeswoman said.

The number of jobs to be cut by
Mazda is equal to about 6% of the com-
pany's 22,000 regular workers. Isu-
zu’s labor-force reduction represents
18% of its 7,700 regular workers.

Last week, Nissan Motor Co.
said it would cut 500 short-term
jobs in Japan in 2009 as it reduces
domestic auto production.

Toyota Motor Corp. already has
reduced its temporary work force in
Japan by about 20% since March—
from 8,800 to 6,800—and plans to
eliminate about an additional 3,800
temporary positions by the end of
March 2009.

Renault SA in July unveiled a
plan to cut 6,000 jobs in Europe,
mostly in France, through voluntary
departures. It also said it would re-
duce production by 25% in the
fourth quarter from a year earlier.

Peugeot in October warned on
its 2008 earnings because of the col-
lapse in the European automobile
market, and said it is slashing pro-
duction by 30% in Europe in the
fourth quarter of the year to reduce
stocks of unsold cars. At the time,
the company said it expected an op-
erating margin for the year of about
1.3%, down from its previous esti-
mate of 3.5%.

Peugeot said the job cuts could af-
fect managers, assembly-line work-
ers and office staff in all of its plants
under a plan that provides for volun-
tary departures. In addition to the
2,700 jobs being cut, the company
said 900 more workers from Peu-
geot’s plant in Rennes, France,
could be relocated to other sites,
while an additional 850 jobs from
the site could be affected by a plan
for voluntary cuts.

Volkswagen AG, Europe’s big-
gest car maker by sales, said Thurs-
day it will review its investment and
spending plans, “in light of the
grave situation on the international
[vehicle] sales markets and the ef-
fects of the financial crisis.”

Auto makers pull back further

Rolls-Royce plans job cuts
of up to 2,000 as orders ebb

By Kris Maher

And Sharon Terlep

As the head of the United Auto
Workers union lobbied for a con-
gressional deal to help Detroit’s
struggling auto makers Thursday, it
became clearer that the companies
and the union will need to make sac-
rifices in order to win federal aid.

UAW President Ron Gettelfinger
joined executives of General Mo-
tors Corp., Ford Motor Co.
and Chrysler LLC to lobby
for help on Capitol Hill and
warned that one or more of
the Big Three faced col-
lapse within six weeks un-
less Congress authorized
further backing. Thursday,
he said he favored replac-
ing the companies’ top exec-
utives if that would help se-
cure financial support.

“It is critically impor-
tant for the Bush adminis-
tration and Congress to take action.
Inaction is simply not an option,”
Mr. Gettelfinger said. A major ques-
tion is what type of concessions the
UAW itself may be asked to make.
During the past three years, the
union agreed to eliminate tens of
thousands of production jobs, re-
duce health-care coverage for union
retirees and slash wages for new
hires—moves that essentially level
the playing field between the Big
Three auto makers and their foreign-
owned rivals.

Yet Mr. Gettelfinger has been on
the defensive this week as members

of Congress expressed the view that
UAW workers are overpaid and en-
joy richer benefits than workers
who perform comparable jobs at
nonunion auto makers. Some law-
makers said the union contributed
to the Detroit auto makers’ need for
a federal bailout.

The chances are high that the
union will have to give more conces-
sions because each of the Big Three
needs to close plants and remove

workers from the payroll—
something they can’t do
unilaterally right now. The
union could also come un-
der pressure to lower
wages of current workers,
or allow the auto makers to
hire more new workers at
lower pay than is allowed
now.

Over decades of conten-
tious relations with the Big
Three, the UAW was tagged
with a reputation as a com-

bative union whose members en-
joyed high wages and gold-plated
benefits yet were less productive
than nonunion workers. The Big
Three paid UAW members about
$75 an hour in wages, compared
with $45 an hour or less for non-U.S.
auto makers. Also, quality problems
at GM, Ford and Chrysler and the
“jobs bank” program—under which
UAW workers were paid even when
they were laid off and didn’t have to
report to work—reinforced this
poor image.

The union’s relationship with
the auto makers has changed signifi-

cantly during the past few years.
The Big Three combined have
closed dozens of plants and slashed
their payrolls. GM now employs
93,000 salaried and hourly workers
in the U.S., roughly half as many as
in 2002. Under the labor contract
signed in 2007, the auto makers can
pay new hires $14 an hour instead of
the $26 that current workers get.
New workers also get 401(k) retire-
ment accounts instead of life-long
pensions. Some union work, such as
janitorial and parts-delivery work,
can be outsourced to service compa-
nies paying lower wages. Analysts
believe the changes will bring the
average cost of union labor to less
than $50 an hour by 2010 or 2011, in

line with Toyota Motor Corp.’s la-
bor costs. The Harbour Report, a
closely watched scorecard of auto-
plant productivity, earlier this year
found that in 2007 the average per-
vehicle labor costs for the Big Three
in 2007 was no more than $260
above Toyota’s.

“The current plight of GM, Ford
and Chrysler is simply not attribut-
able to ‘overly rich union con-
tracts,’ ” Mr. Gettelfinger told mem-
bers of the House Financial Services
Committee.

Yet that message hasn’t gotten
through. “It’s been reported for
years that CEOs at Ford, General Mo-
tors and Chrysler have not made the
necessary changes to rein in labor
costs and have not downsized facili-
ties to ensure the companies’ long
term viability,” said Rep. Michele
Bachmann (R., Minn.) Wednesday.
“The Big Three are paying an aver-
age of $30 an hour more than your
competitors, that’s what we’re be-
ing told.”

Republican Rep. Spencer Bachus
of Alabama, a Southern state that
has lured non-U.S. car makers to
build plants partly because of laws

that make it easier to build a non-
union work force, said he has trou-
ble justifying loans to the Big Three
because of “a fairness issue.” Most
of his constituents, he said, “are not
making anywhere near what Gen-
eral Motors, Chrysler and Ford pay
their employees.”

Even lawmakers sympathetic to
the union noted Mr. Gettelfinger
wasn’t winning many converts. “I
think you need to tell that story
more about the hardship people
have taken to try to save this indus-
try,” said Rep. Stephen F. Lynch (D.,
Mass.), a former auto worker. Such
views mean a bailout probably
won’t help the union’s chances of
avoiding further sacrifices.

“Many blue-collar Americans
view the compensation packages re-
ceived by UAW workers as rela-
tively high in comparison to what
the average American blue-collar
worker earns,” said former U.S. La-
bor Secretary Robert Reich. Even if
Detroit’s biggest problem is no
longer the UAW, “the net effect is
not likely to arouse a great deal of
sympathy from the rest of the coun-
try.”

For UAW, aid likely to come with strings
U.S. lawmakers put union’s chief on the defensive, seem ready to insist on concessions in return for federal help

Ron Gettelfinger

CORPORATE NEWS

By Jonathan Buck

LONDON—Rolls-Royce Group
PLC said it will cut 1,500 to 2,000
jobs world-wide next year, as much
as 5% of its total work force, in re-
sponse to the economic slowdown
and delays in aircraft programs.

The U.K.-based jet-engine maker
employs 39,000 workers globally. It
cited economic uncertainties and de-
lays in individual programs, such as
the Airbus A380 and the Boeing 787.

Boeing Co., the Airbus unit of Eu-
ropean Aeronautic Defence &
Space Co. and suppliers have all ben-
efited from a three-year boom in de-
mand for jetliners, but the down-
turn has prompted some carriers to
delay or cancel orders.

The job losses will have no ef-
fect on forecasts for this year, and
the costs next year are expected to
be balanced by savings, Rolls-
Royce said.

“We are determined to main-
tain our focus on cost reduction
and competitiveness as the world

economy enters a challenging pe-
riod,” Chief Executive John Rose
said. “It is too early to determine
the precise effects of the global eco-
nomic downturn and program de-
lays,” he added.

Rolls-Royce said 140 jobs at its
assembly and test facility in Derby,
England, would be lost, but the
scale and location of other cuts
was unclear.

The company in January an-
nounced it would cut 2,300 jobs this
year, a program it says is now
largely completed. It said it has con-
tinued to recruit to support growth
in key areas of the business and
maintained its commitment to ap-
prentice and graduate recruitment.

Rolls-Royce said it will adopt a
similar approach next year to miti-
gate as much as possible the impact
of the proposed job cuts.

Rolls-Royce shares closed at
262.75 pence ($3.94), down five
pence in London.

—Kimberly Vlach
contributed to this article.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 52.80 $24.51 –0.72 –2.85%
Alcoa AA 47.60 6.85 –1.31 –16.05%
AmExpress AXP 22.90 17.23 –1.51 –8.06%
BankAm BAC 182.70 11.25 –1.81 –13.86%
Boeing BA 12.40 37.11 –0.37 –0.99%
Caterpillar CAT 18.90 32.84 –1.03 –3.04%
Chevron CVX 29.80 64.40 –6.21 –8.79%
Citigroup C 691.90 4.71 –1.69 –26.41%
CocaCola KO 19.20 41.07 –1.20 –2.84%
Disney DIS 26.10 18.73 –1.21 –6.07%
DuPont DD 18.20 21.95 –2.31 –9.52%
ExxonMobil XOM 68.80 68.51 –4.91 –6.69%
GenElec GE 225.00 12.84 –1.61 –11.14%
GenMotor GM 107.50 2.88 0.09 3.23%
HewlettPk HPQ 37.80 31.83 –1.20 –3.63%
HomeDpt HD 30.70 18.52 –1.24 –6.28%
Intel INTC 106.70 12.23 –0.26 –2.08%
IBM IBM 16.30 71.74 –4.23 –5.57%
JPMorgChas JPM 151.60 23.38 –5.09 –17.88%
JohnsJohns JNJ 28.80 55.81 –2.31 –3.97%
KftFoods KFT 18.60 24.87 –1.12 –4.31%
McDonalds MCD 14.50 52.91 –2.53 –4.56%
Merck MRK 21.20 23.56 –1.75 –6.91%
Microsoft MSFT 129.20 17.53 –0.76 –4.16%
Pfizer PFE 83.30 14.45 –1.11 –7.13%
ProctGamb PG 28.20 59.33 –2.94 –4.72%
3M MMM 10.30 56.79 –1.98 –3.37%
UnitedTech UTX 15.00 43.22 –2.77 –6.02%
Verizon VZ 27.90 26.50 –0.44 –1.63%
WalMart WMT 37.70 50.66 –0.34 –0.67%

Dow Jones Industrial Average P/E: 17
LAST: 7552.29 t 444.99, or 5.56%

YEAR TO DATE: t 5,712.53, or 43.1%

OVER 52 WEEKS t 5,246.75, or 41.0%

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

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

Behind Asia’s deals: Bank revenue rankings, Japan
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 $294 15.7% 31% 31% 37% 1%

Mizuho 272 14.6% 5% 67% 13% 14%

Mitsubishi UFJ Securities 206 11.0% 4% 52% 30% 14%

Daiwa Securities SMBC Co Ltd 176 9.4% 21% 53% 26% …%

Citi 148 7.9% 22% 37% 40% 1%

UBS 108 5.8% 8% 19% 73% …%

JPMorgan 81 4.3% 4% 18% 74% 4%

Goldman Sachs 75 4.0% 14% 47% 39% …%

Merrill Lynch 60 3.2% 5% 28% 56% 10%

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

Deutsche Bahn 86 –3 1 12 Norske Skogindustrier "1,264" 47 111 –85

Inv  282 –2 13 –15 Pernod Ricard 687 49 89 181

SES 147 –2 6 16 Clariant  319 50 37 6

Rep Iceland 1013 –2 48 85 Nielsen "1,077" 53 135 245

mmO2  81 ... 3 11 PPR 634 53 66 166

Pilkington Group  106 ... 8 1 Contl  760 56 141 218

Rep Italy 119 ... 16 25 Glencore Intl "1,372" 56 213 482

Veolia Environnement 150 ... 4 –14 Rentokil Initial 1927  395 57 86 137

BNP Paribas 64 1 5 9 ACE  172 67 81 61

French Rep 44 1 4 5 Seat Pagine Gialle  "1,757" 111 326 297

Source: Markit Group

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

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

Royal Bk of Scot U.K. Banks $11.2 0.46 8.75% –86.3% –90.3%

BASF Germany Commodity Chemicals 26.6 22.46 2.28 –51.5 –28.3

Vodafone Grp U.K. Mobile Telecom 104.8 1.22 2.09 –35.0 –4.1

France Telecom France Fixed Line Telecom 63.3 19.33 0.94 –24.9 –11.1

Intesa Sanpaolo Italy Banks 32.1 2.16 0.93 –57.7 –48.0

ArcelorMittal Luxembourg Iron & Steel $24.5 13.48 –10.70% –71.2 ...

Rio Tinto U.K. General Mining 31.8 20.22 –10.41 –58.9 –15.0

Credit Suisse Grp Switzerland Banks 23.2 24.90 –9.78 –59.8 –61.6

Deutsche Bk Germany Banks 12.9 19.37 –9.44 –76.6 –76.8

ING Groep Netherlands Life Insurance 14.9 5.72 –8.92 –76.5 –79.0

...And the rest of Europe’s blue chips
Latest, Latest,

Market value, in local STOCK PERFORMANCE Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

BNP Paribas 41.7 36.50 0.70% –46.7% –45.5%
France (Banks)
Telefonica 86.7 14.71 0.20 –33.4 16.7
Spain (Fixed Line Telecom)
Bayer 36.3 37.93 –0.16 –33.9 13.4
Germany (Specialty Chemicals)
L.M. Ericsson Tel B 17.9 49.70 –0.20 –32.9 –62.8
Sweden (Telecom Equipment)
Deutsche Telekom 58.7 10.76 –0.78 –29.3 –25.5
Germany (Mobile Telecom)
UniCredit 27.7 1.66 –0.90 –69.6 –69.2
Italy (Banks)
ABB 22.8 11.95 –0.99 –58.4 6.7
Switzerland (Industrial Machinery)
British Amer Tob 50.0 16.72 –1.01 –10.2 27.6
U.K. (Tobacco)
Siemens 46.1 40.24 –1.40 –58.3 –38.1
Germany (Electronic Equipment)
Barclays 15.4 1.28 –1.47 –73.4 –78.4
U.K. (Banks)
HSBC Hldgs 112.2 6.32 –1.48 –22.6 –32.6
U.K. (Banks)
Astrazeneca 52.8 24.59 –1.68 10.2 –7.1
U.K. (Pharmaceuticals)
Nokia 49.5 10.41 –1.79 –59.4 –29.5
Finland (Telecom Equipment)
Soc. Generale 23.6 31.94 –2.02 –63.6 –66.4
France (Banks)
Novartis 124.5 57.45 –2.05 –4.4 –18.0
Switzerland (Pharmaceuticals)
Unilever 39.2 18.25 –2.14 –24.1 –4.3
Netherlands (Food Products)
Allianz SE 28.0 49.43 –2.33 –63.4 –59.5
Germany (Full Line Insurance)
Assicurazioni Genli 31.3 17.75 –3.01 –40.8 –25.6
Italy (Full Line Insurance)
GlaxoSmithKline 97.3 11.52 –3.19 –5.7 –20.3
U.K. (Pharmaceuticals)
Banco Bilbao Vizcaya 33.8 7.20 –3.49 –55.2 –52.4
Spain (Banks)

Tesco 34.4 2.96 –3.55% –37.3% –5.3%
U.K. (Food Retailers & Wholesalers)
SAP 38.6 24.73 –3.94 –29.1 –32.8
Germany (Software)
Daimler 24.7 20.49 –3.96 –68.2 –52.2
Germany (Automobiles)
Nestle 135.4 43.12 –4.22 –17.7 9.2
Switzerland (Food Products)
Koninklijke Philips 16.4 12.52 –4.28 –53.9 –46.5
Netherlands (Consumer Electronics)
Total 110.9 37.34 –4.40 –31.9 –30.5
France (Integrated Oil & Gas)
ENI 83.6 16.67 –4.47 –30.8 –28.9
Italy (Integrated Oil & Gas)
Diageo 36.0 8.69 –4.56 –19.7 2.9
U.K. (Distillers & Vintners)
Sanofi-Aventis 71.3 43.29 –4.79 –29.5 –37.6
France (Pharmaceuticals)
BP 141.7 4.64 –4.92 –19.4 –29.4
U.K. (Integrated Oil & Gas)
Banco Santander 50.0 5.11 –5.55 –61.8 –49.5
Spain (Banks)
E.ON 62.4 24.90 –5.68 –46.3 –4.9
Germany (Multiutilities)
Iberdrola 32.7 5.23 –5.77 –54.2 –7.3
Spain (Conventional Electricity)
Roche Hldg Pt. Ct. 90.0 156.20 –5.90 –26.8 –21.2
Switzerland (Pharmaceuticals)
UBS 27.2 11.30 –6.38 –73.6 –79.5
Switzerland (Banks)
Royal Dutch Shell 78.9 17.77 –6.70 –36.8 –33.8
U.K. (Integrated Oil & Gas)
GDF Suez 91.0 33.17 –6.83 –11.8 27.0
France (Multiutilities)
Anglo Amer 20.9 10.54 –7.30 –62.5 –44.6
U.K. (General Mining)
AXA 30.8 11.91 –7.39 –53.0 –52.5
France (Full Line Insurance)
BHP Billiton 24.8 7.53 –8.68 –49.5 –14.9
U.K. (General Mining)

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 -4.58% -31.90% -38.7% -43.6% -44.2%
Merger Arbitrage 0.11% -4.84% -9.8% -9.4% -11.1%
Event Driven -1.02% -12.10% -17.4% -19.2% -20.5%
Distressed Securities -3.22% -13.92% -21.8% -27.1% -29.3%
Equity Market Neutral -0.10% 0.61% -4.1% -3.8% -2.5%
Equity Long/Short 0.25% -3.90% -11.4% -13.0% -13.6%

*Estimates as of 10/29/08, 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 1.73 97.61% 0.01% 1.91 1.18 1.43

Eur. High Volatility: 10/1 3.84 93.28 0.02 4.06 2.16 2.99

Europe Crossover: 10/1 8.91 88.77 0.06 9.20 5.74 7.48

Asia ex-Japan IG: 10/1 4.20 91.07 0.02 6.63 1.99 3.57

Japan: 10/1 2.91 93.69 0.02 3.31 1.58 2.28

 Note: Data as of November 19

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

In percentage points

4.00

3.00

2.00

1.00

0

t
Australia

t

Japan

2008
June July Aug. Sept. Oct. Nov.

Index roll

Source: Markit Group

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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Alitalia rescue plan receives
governmental green light

Boeing to cut jobs in Kansas

By August Cole

Northrop Grumman Corp. has re-
sumed its attacks on rival Boeing
Co. after U.S. Defense Secretary Rob-
ert Gates sought to ease tensions
over a $40 billion Air Force tanker
contract by postponing the competi-
tion until the next presidential ad-
ministration.

A full-page ad by Northrop in the
Washington Post Wednesday
prompted a rebuke from a Pentagon
official Thursday. After trading
broadsides with Boeing in national
and Washington-area newspapers
in the U.S. over the summer,
Northrop had held its fire until now.

With an eye on rising Pentagon
fiscal pressure, the ad focused on
Northrop’s first batch of 68 Airbus
A330-based planes being $3 billion
cheaper to acquire than the same
number of modified Boeing 767s,
which carried a price tag of $15.4 bil-
lion. Northrop attributed the de-
tailed pricing information to an un-
named “senior DOD official.”

The senior Department of De-
fense official was John Young, the
Pentagon’s top weapons buyer.
Among Mr. Young’s quotes that
Northrop used in the ad: “A member
of the American public might con-
clude that Boeing sought to charge

more than the Defense Department
reasonably expected.”

Briefing reporters Thursday, Mr.
Young said he had confronted
Northrop over the ad. “I called the
company and said, ‘I don’t appreci-
ate this and I don’t think it’s neces-
sary,’ ” Mr. Young said. “I just don’t
see what the purpose was.”

Northrop says it is trying to refo-
cus attention on the tanker situa-
tion while lawmakers and President-
elect Barack Obama’s transition
team weigh weapons-buying deci-
sions that Mr. Gates has postponed.
“We want to make sure they under-
stand this issue is out there and it
needs to be resolved in a quick man-
ner,” said Northrop Grumman
spokesman Randy Belote.

Along those lines, Northrop has
resumed sending email updates
with the subject line, “America’s
New Tanker: Needed Now.” The Los
Angeles company has been working
to build support for its plans to use
an aircraft designed and fabricated
by Airbus, a unit of European Aero-
nautic Defence & Space Co., at a
time when the sagging U.S. econ-
omy is prompting calls in Congress
to protect U.S. jobs.

The deal’s politics are almost cer-
tain to get more complicated as U.S.
job losses mount. On Wednesday,
Chicago-based Boeing said it
planned to cut 27% of its workers at
its Wichita, Kan., facility, in part be-
cause of the delayed tanker pro-
gram.

Boeing officials declined to com-
ment on the Northrop ad.

Airbus says strike at rival
eased supply pressures

By David Pearson

And Daniel Michaels

Air France-KLM SA posted a 96%
drop in net profit for its fiscal second
quarter, blaming the steep rise in
fuel costs, weakening economic ac-
tivity and the strong euro. But the air-
line said it expects to remain profit-
able on an operating basis this year.

Chief Operating Officer Pierre-
Henri Gourgeon said the Franco-
Dutch carrier will expand a cost-sav-
ing program, cut investments and
throttle back previously planned
growth. He said the carrier, Eu-
rope’s largest by traffic, is finan-
cially strong and aims to grow as
weaker rivals retreat.

Net profit fell to Œ28 million
($35.1 million) for the three months
ended Sept. 30 from Œ736 million a
year earlier. Revenue rose 3.2% to
Œ6.7 billion.

The latest earnings were dented
by a Œ373 million charge against po-
tential losses from its fuel- and cur-
rency-hedging operations because
of mark-to-market accounting,
something the airline hadn’t done
before. Because of the sharp drop in
the price of fuel since the peak this
summer, the airline’s fuel hedging is
expected to cost the company in the
fiscal second half if the price of fuel
remains at current levels.

Profit restated to eliminate this
effect and other nonrecurring
items, including a Œ212 million capi-
tal gain in the year-earlier period,
fell 49% to Œ244 million. Although

Air France-KLM’s operating margin
fell to 6.8% from 12% a year earlier,
it was still substantially better than
the airline’s European peers.

Air France-KLM’s earnings re-
flect an extremely tough business
environment as the airline industry
battled the impact of soaring fuel
prices and sagging demand.

But Mr. Gourgeon said Thursday
that the carrier has an advantage
over many rivals thanks to its large
network. “We have no financial
problems and we are building up
cash, so we won’t have to hurt our
operations for financial reasons,”
Mr. Gourgeon said in an interview.

Traffic and revenue per passen-
ger have fallen slightly since Sep-
tember, but the fiscal third quarter
“is not looking too bad,” he said.

Air France-KLM warned in Octo-
ber that it wouldn’t hit its operating
profit target of Œ1 billion for the fiscal
year ending March 31 but said it
would remain profitable. Mr. Gour-
geon said that forecast still stands as
profitability will be buoyed by increas-

ing cost savings by Œ260 million. The
airline projects additional savings to-
taling Œ1.16 billion through 2012.

Mr. Gourgeon said that in view of
the outlook for slow growth or a con-
traction in traffic, Air France-KLM
plans to reduce spending on its air-
craft fleet by Œ1.6 billion over the
next three years. That means cancel-
ing purchase options with Boeing
Co. and Airbus, a unit of European
Aeronautic Defence & Space Co., as
well as delaying deliveries.

Air France-KLM shares fell 5.3%
to close at Œ9.51 ($11.91) in a weaker
Paris market.

The carrier’s passenger traffic
held up well, rising 1.7%, while capac-
ity rose 3.6%. Cargo traffic fell 6.8%.

Mr. Gourgeon said fuel costs
swelled by Œ700 million in the first
half to about Œ3 billion despite the
hedging program. A four-day pilots’
strike that forced the airline to can-
cel about half its flights through Mon-
day cost it between Œ40 million and
Œ50 million, Mr. Gourgeon said, half
what the airline projected last week.

Air France profit plunges
Laden with charges,
carrier says outlook
remains healthy

Northrop throws another jab

Note: Fiscal year ends March 31 

Source: the company

Low altitude
Air France-KLM’s quarterly 
net income, in millions

–800

2006 ’07 ’08

–400

0

400

Œ800

Air France-KLM 
Chairman
Jean-Cyril
Spinetta

Source: the companies

*Through October

Jetliner deliveries

’08*’07’06’05’04’03’02’012000

BoeingAirbus

0

100

200

300

400

500

600

By Luca Di Leo

And Gordon Sorlini

ROME—Alitalia SpA expects to
close 2008 with an operating loss of
more than Œ1 billion ($1.25 billion),
the company said Thursday, just a
day after Italy’s government agreed
to sell the carrier to a group of inves-
tors seeking to relaunch it.

During a press conference to dis-
cuss the sale of Alitalia’s assets to
Compagnia Aerea Italiana, or CAI,
Augusto Fantozzi, the carrier’s gov-
ernment-appointed administrator,
said “CAI is taking something that
would continue to lose money in its
current format.”

Alitalia reported an operating loss
of Œ203 million in 2007. Mr. Fantozzi
also said he expects Alitalia’s full-year
revenue to drop around 20% com-
pared to 2007, to Œ3.7 billion. But he

voiced optimism that—thanks to job
cuts and new contracts being negoti-
ated with staff—Alitalia will finally
have a cost structure similar to its Eu-
ropean rivals and return to profit.

The bankruptcy commissioner
also Thursday formally signed off on
the offer from Italian investor consor-
tium CAI to purchase the assets of the
carrier. Mr. Fantozzi said CAI offered
to pay Œ427 million in cash for the
company’s assets and to take on Œ625
million of Alitalia debt. CAI originally
offered to pay Œ275 million in cash.

Mr. Fantozzi’s approval was basi-
cally a formality, given that on
Wednesday Premier Silvio Berlusco-
ni’s government agreed to sell Alita-
lia’s assets to CAI. Before taking off,
the new CAI-Alitalia has to conclude
the acquisition of smaller rival Air
One SpA, which will be merged into
the new carrier.

FOCUS ON AVIATION

By Daniel Michaels

Airbus says it benefited from a re-
cent strike by factory workers at ri-
val Boeing Co.—not by stealing jet-
liner orders, but by getting aircraft
suppliers to work harder for the Eu-
ropean plane maker.

During the 58-day walkout at Boe-
ing, which ended earlier this month,
overstretched suppliers that work
for both companies were able to fo-
cus more on equipment for Airbus,
such as galleys, seats and other cabin
fixtures. That relieved some pressure
at Airbus, which in August warned
that delays in receiving such equip-
ment were holding up jetliner deliver-
ies and risked reducing the number
of planes completed this year.

Boeing missed its second-quar-
ter earnings projections in July
partly because three big wide-body
jetliners awaiting interior equip-
ment couldn’t be delivered on time.

At Airbus, the tight supply pres-
sure has now abated, said its top pro-
duction manager, Tom Williams, ex-
ecutive vice president for pro-
grams. He said that work finishing
two-aisle, long-range A330 and
A340 jetliners was “going pretty
well,” and better than in the spring.
The two-engine A330 is one of Air-
bus’s most popular models. “The
strike helped give some of our criti-
cal suppliers some breathing
space,” said Mr. Williams.

The pickup is important to cash
flow and revenue at Airbus, a unit of
Franco-German European Aeronau-
tic Defence & Space Co. Airbus, like
Boeing, receives most of the pay-
ment for a jet on delivery. For a
large plane, this can mean the tim-
ing of a payment of some $100 mil-
lion can hinge on installing a few
components.

Both manufacturers face billion-
dollar cost overruns on develop-
ment projects: Boeing is struggling
to build its 787 Dreamliner and Air-
bus is grappling with its new A380
superjumbo and other models. Both
makers are also nervously monitor-
ing demand from airlines and leas-
ing companies amid the global eco-
nomic upheaval.

For now, however, the plane mak-
ers are racing to complete jetliners
after three years of record orders.
One particularly problematic sup-

plier, German galley-maker Sell
GmbH, has made big progress
thanks to the temporary lag in de-
mand at Boeing and an aggressive
turnaround program, Mr. Williams
said.

“We never let up throughout the
Boeing strike,” said Paul Carter,
chief executive of Britain’s Pre-
mium Aircraft Interiors Group,
which owns Sell. “We are not caus-
ing the customer hurt that we were
for most of this year.”

Bottlenecks are still slowing de-
livery of the A380, the world’s larg-
est passenger jet. Mr. Williams said
that fitting lavish interiors on the
two-deck plane remains challenging
and the volume of unfinished work
“is not yet under control.”

Airbus has delivered nine A380s
this year and has pledged to finish
three more, as well as about 21 next
year. But executives have warned that
the company might not be able to de-
liver all 21 next year due to produc-
tion problems. The program is more
than two years behind schedule.

Boeing production is now only re-
starting after workers returned. But
that could increase pressure on the
supply chain. Airbus aims this year
to deliver around 470 planes, of
which some 390 should be short-
range models, whose interiors are
fairly standard. The rest are super-
jumbos and two-aisle models.

“At the moment there are no tech-
nical issues that would tell us we
can’t deliver them,” Mr. Williams
said.

By August Cole

Boeing Co. plans to cut 27% of
the jobs at its Wichita, Kan., defense
operations, partly because of delays
it helped to bring about in a $40 bil-
lion competition to build a new fleet
of aerial-refueling tankers for the
U.S. Air Force.

Boeing said it plans to lay off
about 800 of the 3,000 workers at
the Wichita defense facility, where
it modifies airplanes, including turn-
ing jetliners into military tankers.

Scott Strode, general manager of
the facility, said in a statement that
“a combination of events are limit-
ing our business options and forc-

ing us to reduce our current em-
ployee total.”

Boeing plans to send 60-day lay-
off notices to 76 workers on Friday.
Most of the reductions will take
place in the first six months of 2009,
Boeing said.

In February, Boeing lost the com-
petition to build the Air Force
tanker to a team made up of
Northrop Grumman Corp. and Euro-
pean Aeronautic Defence & Space
Co., the parent of aircraft maker Air-
bus. But Boeing successfully pro-
tested the award over the summer
amid a high-profile political dog-
fight between Boeing supporters
and backers of the Northrop bid.
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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.

4.03% 9 World -a % % 147.82 –3.20% –49.5% 6.21% 11 U.S. Select Dividend -b % % 515.75 –2.97% –38.1%

2.98% 12 Global Dow 974.60 –2.43% –42.1% 1296.25 –3.44% –51.2% 4.90% 12 Infrastructure 1223.20 –1.19% –31.5% 1462.46 –2.07% –42.1%

4.69% 9 Stoxx 600 186.80 –3.62% –46.9% 174.67 –4.61% –55.2% 2.95% 6 Luxury 527.40 –0.54% –50.4% 559.94 –1.57% –58.2%

4.80% 9 Stoxx Large 200 204.40 –3.66% –46.3% 190.17 –4.65% –54.7% 2.84% 7 BRIC 50 224.80 –3.56% –55.8% 268.34 –4.55% –62.7%

3.93% 9 Stoxx Mid 200 157.10 –3.26% –48.9% 146.11 –4.25% –56.9% 8.26% 3 Africa 50 607.10 –0.79% –43.0% 482.55 –1.82% –51.9%

4.54% 8 Stoxx Small 200 93.90 –3.80% –52.5% 87.29 –4.79% –60.0% 10.68% 5 GCC % % 1511.39 2.02% –43.0%

4.78% 8 Euro Stoxx 203.80 –3.13% –48.7% 190.66 –4.13% –56.8% 4.72% 8 Sustainability 617.90 –4.39% –43.1% 653.61 –5.34% –52.0%

4.88% 8 Euro Stoxx Large 200 219.80 –3.12% –48.9% 204.26 –4.12% –56.9% 3.15% 9 Islamic Market -a % % 1286.79 –2.61% –44.8%

4.10% 9 Euro Stoxx Mid 200 183.10 –2.95% –46.9% 170.12 –3.95% –55.2% 3.34% 9 Islamic Market 100 1429.30 –2.26% –28.8% 1532.43 –3.23% –39.9%

4.72% 8 Euro Stoxx Small 200 106.70 –3.76% –50.1% 99.06 –4.75% –57.9% 7.79% 4 Islamic Turkey -c 1504.50 –3.67% –47.9% % %

9.99% 5 Stoxx Select Dividend 30 1106.50 –2.52% –61.8% 1185.92 –3.53% –67.8% 3.24% 10 Wilshire 5000 % % 7742.27 –3.39% –45.8%

8.25% 5 Euro Stoxx Select Div 30 1202.30 –2.54% –61.3% 1293.52 –3.55% –67.3% % DJ-AIG Commodity 130.00 –1.86% –23.0% 118.24 –2.88% –35.0%

*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 1.6164 2.3909 1.3251 0.1958 0.0587 0.2270 0.0170 0.4016 2.0261 0.2719 1.2522 ...

 Canada 1.2909 1.9094 1.0582 0.1564 0.0469 0.1813 0.0136 0.3207 1.6181 0.2171 ... 0.7986

 Denmark 5.9458 8.7947 4.8742 0.7204 0.2160 0.8350 0.0625 1.4772 7.4528 ... 4.6059 3.6784

 Euro 0.7978 1.1801 0.6540 0.0967 0.0290 0.1120 0.0084 0.1982 ... 0.1342 0.6180 0.4936

 Israel 4.0250 5.9535 3.2995 0.4877 0.1462 0.5652 0.0423 ... 5.0451 0.6769 3.1179 2.4900

 Japan 95.0950 140.6598 77.9563 11.5218 3.4547 13.3543 ... 23.6264 119.1968 15.9936 73.6657 58.8305

 Norway 7.1210 10.5330 5.8376 0.8628 0.2587 ... 0.0749 1.7692 8.9258 1.1976 5.5163 4.4054

 Russia 27.5266 40.7159 22.5655 3.3351 ... 3.8656 0.2895 6.8390 34.5032 4.6296 21.3235 17.0293

 Sweden 8.2535 12.2082 6.7660 ... 0.2998 1.1590 0.0868 2.0506 10.3453 1.3881 6.3936 5.1060

 Switzerland 1.2199 1.8043 ... 0.1478 0.0443 0.1713 0.0128 0.3031 1.5290 0.2052 0.9450 0.7547

 U.K. 0.6761 ... 0.5542 0.0819 0.0246 0.0949 0.0071 0.1680 0.8474 0.1137 0.5237 0.4182

 U.S. ... 1.4791 0.8198 0.1212 0.0363 0.1404 0.0105 0.2485 1.2534 0.1682 0.7747 0.6186

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 380.00 –15.25 –3.86% 816.00 376.50
Soybeans (cents/bu.) CBOT 856.00 –41.00 –4.57 1,649.00 799.50
Wheat (cents/bu.) CBOT 531.00 –15.50 –2.84 1,275.00 518.00
Live cattle (cents/lb.) CME 86.525 1.375 1.61% 117.650 83.800
Cocoa ($/ton) ICE-US 2,009 –63 –3.04 3,228 1,884
Coffee (cents/lb.) ICE-US 111.35 –2.70 –2.37 181.60 110.10
Sugar (cents/lb.) ICE-US 11.51 –0.16 –1.37 15.85 9.89
Cotton (cents/lb.) ICE-US 39.91 –1.87 –4.48 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,470.00 –10 –0.68 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,470 –17 –1.14 1,706 979
Robusta coffee ($/ton) LIFFE 1,819 13 0.72 2,747 1,580

Copper (cents/lb.) COMEX 158.00 –2.95 –1.83 398.40 155.60
Gold ($/troy oz.) COMEX 748.70 12.70 1.73 1,048.00 437.00
Silver (cents/troy oz.) COMEX 904.90 –28.90 –3.09 2,122.50 851.00
Aluminum ($/ton) LME 1,806.50 –71.50 –3.81 3,340.00 1,806.50
Tin ($/ton) LME 11,250.00 –900.00 –7.41 25,450 11,200
Copper ($/ton) LME 3,470.00 –140.00 –3.88 8,811.00 3,470.00
Lead ($/ton) LME 1,195.00 –59.00 –4.70 3,460.00 1,160.00
Zinc ($/ton) LME 1,140.00 –37.00 –3.14 2,840.00 1,095.00
Nickel ($/ton) LME 9,850 –500 –4.83 33,600 9,000

Crude oil ($/bbl.) NYMEX 49.42 –4.68 –8.65 148.35 50.21
Heating oil ($/gal.) NYMEX 1.6865 –0.0872 –4.92 4.3193 1.6987
RBOB gasoline ($/gal.) NYMEX 1.0399 –0.1036 –9.06 3.5770 1.0520
Natural gas ($/mmBtu) NYMEX 6.386 –0.427 –6.27 14.546 0.117
Brent crude ($/bbl.) ICE-EU 48.08 –3.64 –7.04 150.25 47.82
Gas oil ($/ton) ICE-EU 537.25 –18.25 –3.29 1,366.50 524.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 20
Per In

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

Argentina peso-a 4.1721 0.2397 3.3285 0.3004

Brazil real 3.0033 0.3330 2.3960 0.4174

Canada dollar 1.6181 0.6180 1.2909 0.7747
1-mo. forward 1.6197 0.6174 1.2922 0.7739

3-mos. forward 1.6189 0.6177 1.2915 0.7743
6-mos. forward 1.6181 0.6180 1.2910 0.7746

Chile peso 832.48 0.001201 664.15 0.001506
Colombia peso 2949.81 0.0003390 2353.35 0.0004249

Ecuador US dollar-f 1.2534 0.7978 1 1
Mexico peso-a 16.9457 0.0590 13.5193 0.0740

Peru sol 3.8876 0.2572 3.1015 0.3224
Uruguay peso-e 29.707 0.0337 23.700 0.0422

U.S. dollar 1.2534 0.7978 1 1
Venezuela bolivar 2.69 0.371535 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0261 0.4936 1.6164 0.6187
China yuan 8.5666 0.1167 6.8345 0.1463

Hong Kong dollar 9.7145 0.1029 7.7502 0.1290
India rupee 62.7226 0.0159 50.0400 0.0200

Indonesia rupiah 15104 0.0000662 12050 0.0000830
Japan yen 119.20 0.008389 95.10 0.010516

1-mo. forward 119.09 0.008397 95.01 0.010525
3-mos. forward 118.70 0.008424 94.70 0.010560

6-mos. forward 118.27 0.008455 94.35 0.010598
Malaysia ringgit-c 4.5419 0.2202 3.6235 0.2760

New Zealand dollar 2.3668 0.4225 1.8882 0.5296
Pakistan rupee 99.023 0.0101 79.000 0.0127

Philippines peso 62.610 0.0160 49.950 0.0200
Singapore dollar 1.9183 0.5213 1.5305 0.6534

South Korea won 1877.48 0.0005326 1497.85 0.0006676
Taiwan dollar 41.897 0.02387 33.425 0.02992
Thailand baht 44.059 0.02270 35.150 0.02845

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

Euro zone euro 1 1 0.7978 1.2535

1-mo. forward 1.0011 0.9989 0.7987 1.2521

3-mos. forward 1.0015 0.9985 0.7990 1.2515

6-mos. forward 1.0018 0.9982 0.7992 1.2512

Czech Rep. koruna-b 25.679 0.0389 20.487 0.0488

Denmark krone 7.4528 0.1342 5.9458 0.1682

Hungary forint 270.62 0.003695 215.90 0.004632

Norway krone 8.9258 0.1120 7.1210 0.1404

Poland zloty 3.8619 0.2589 3.0810 0.3246

Russia ruble-d 34.503 0.02898 27.527 0.03633

Slovak Rep. koruna 30.4137 0.03288 24.2640 0.04121

Sweden krona 10.3453 0.0967 8.2535 0.1212

Switzerland franc 1.5290 0.6540 1.2199 0.8198

1-mo. forward 1.5278 0.6545 1.2189 0.8204

3-mos. forward 1.5236 0.6563 1.2155 0.8227

6-mos. forward 1.5179 0.6588 1.2110 0.8258

Turkey lira 2.1383 0.4677 1.7060 0.5862

U.K. pound 0.8474 1.1801 0.6761 1.4791

1-mo. forward 0.8478 1.1795 0.6764 1.4785

3-mos. forward 0.8474 1.1801 0.6761 1.4792

6-mos. forward 0.8477 1.1797 0.6763 1.4787

MIDDLE EAST/AFRICA
Bahrain dinar 0.4725 2.1165 0.3769 2.6529

Egypt pound-a 6.9347 0.1442 5.5325 0.1808

Israel shekel 5.0451 0.1982 4.0250 0.2485

Jordan dinar 0.8884 1.1256 0.7088 1.4109

Kuwait dinar 0.3427 2.9181 0.2734 3.6576

Lebanon pound 1881.43 0.0005315 1501.00 0.0006662

Saudi Arabia riyal 4.7024 0.2127 3.7516 0.2666

South Africa rand 13.2985 0.0752 10.6095 0.0943

United Arab dirham 4.6039 0.2172 3.6730 0.2723

SDR -f 0.8515 1.1744 0.6793 1.4720
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 600 186.75 –7.02 –3.62% –48.8% –46.9%

 9 DJ Stoxx 50 1955.99 –76.30 –3.75 –46.9% –45.2%

 8 Euro Zone DJ Euro Stoxx 203.84 –6.59 –3.13 –50.9% –48.7%

 9 DJ Euro Stoxx 50 2225.99 –69.37 –3.02 –49.4% –47.1%

 4 Austria ATX 1562.47 –84.15 –5.11 –65.4% –62.6%

 7 Belgium Bel-20 1861.99 –83.31 –4.28 –54.9% –52.5%

 6 Czech Republic PX 733.3 –43.9 –5.65 –59.6% –57.9%

 9 Denmark OMX Copenhagen 218.80 –12.55 –5.42 –51.2% –48.7%

 8 Finland OMX Helsinki 5221.30 –158.96 –2.95 –55.0% –54.1%

 7 France CAC-40 2980.42 –107.47 –3.48 –46.9% –45.0%

 9 Germany DAX 4220.20 –133.89 –3.08 –47.7% –44.2%

 … Hungary BUX 10829.84 –694.84 –6.03 –58.7% –56.7%

 2 Ireland ISEQ 2310.82 –105.40 –4.36 –66.7% –63.6%

 6 Italy S&P/MIB 19124 –411 –2.10 –50.4% –48.8%

 4 Netherlands AEX 227.82 –10.30 –4.33 –55.8% –53.0%

 5 Norway All-Shares 233.01 –8.63 –3.57 –59.1% –57.2%

 17 Poland WIG 24852.95 –1255.60 –4.81 –55.3% –55.3%

 10 Portugal PSI 20 6028.04 –244.07 –3.89 –53.7% –53.2%

 … Russia RTSI 561.14 –44.70 –7.4% –75.5% –73.7%

 7 Spain IBEX 35 7988.4 –223.1 –2.72 –47.4% –47.8%

 15 Sweden OMX Stockholm 181.76 –3.07 –1.66 –48.3% –46.4%

 12 Switzerland SMI 5306.10 –217.96 –3.95 –37.5% –35.5%

 … Turkey ISE National 100 21228.27 –701.00 –3.20 –61.8% –59.3%

 7 U.K. FTSE 100 3874.99 –130.69 –3.26 –40.0% –37.0%

 8 ASIA-PACIFIC DJ Asia-Pacific 79.23 –3.98 –4.78 –49.9% –49.0%

 … Australia SPX/ASX 200 3352.9 –146.7 –4.19 –47.1% –47.1%

 … China CBN 600 15474.97 –140.02 –0.90 –62.6% –57.4%

 8 Hong Kong Hang Seng 12298.56 –517.24 –4.04 –55.8% –52.7%

 10 India Sensex 8451.01 –322.77 –3.68 –58.3% –54.4%

 … Japan Nikkei Stock Average 7703.04 –570.18 –6.89 –49.7% –48.3%

 … Singapore Straits Times 1613.95 –51.64 –3.10 –53.4% –50.6%

 11 South Korea Kospi 948.69 –68.13 –6.70 –50.0% –47.3%

 9 AMERICAS DJ Americas 197.33 –3.42 –1.70 –47.6% –45.7%

 … Brazil Bovespa 33404.55 Closed –47.7% –45.0%

 10 Mexico IPC 18544.58 –33.80 –0.18 –37.2% –35.1%

*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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of November 20, 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* 202.66 –4.41%–49.7% –52.6%

3.70% 11 World (Developed Markets) 821.63 –4.63%–48.3% –51.2%

3.40% 12 World ex-EMU 96.71 –4.76%–46.6% –49.8%

3.50% 11 World ex-UK 819.65 –4.67%–47.7% –50.4%

4.80% 9 EAFE 1,104.11 –2.88%–51.0% –53.8%

4.20% 8 Emerging Markets (EM) 489.59 –2.18%–60.7% –63.4%

5.30% 8 EUROPE 67.96 –4.06%–46.7% –49.9%

5.80% 8 EMU 122.46 –3.90%–56.2% –57.5%

5.20% 9 Europe ex-UK 73.82 –3.95%–47.1% –49.5%

7.20% 7 Europe Value 74.21 –5.39%–51.0% –55.0%

3.60% 10 Europe Growth 60.39 –2.82%–42.2% –44.6%

5.00% 8 Europe Small Cap 101.71 –3.34%–52.7% –58.5%

4.20% 5 EM Europe 156.98 –2.20%–67.4% –67.0%

5.60% 7 UK 1,186.46 –4.85%–38.2% –40.9%

5.30% 8 Nordic Countries 95.05 –4.25%–53.9% –57.6%

3.20% 4 Russia 382.83 –2.03%–74.5% –72.9%

4.90% 10 South Africa 503.57 –0.11%–29.4% –34.5%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 214.23 –1.11%–59.6% –63.4%

2.80% 11 Japan 509.76 –1.13%–45.8% –50.5%

3.70% 8 China 34.14 –0.93%–60.0% –66.8%

1.80% 11 India 336.54 –1.84%–60.6% –58.5%

2.70% 8 Korea 280.17 –1.85%–45.8% –49.8%

7.90% 8 Taiwan 160.01 –0.70%–52.1% –58.0%

2.80% 15 US BROAD MARKET 866.92 –6.38%–45.7% –48.6%

2.10% 28 US Small Cap 1,035.14 –7.73%–47.8% –51.9%

3.70% 8 EM LATIN AMERICA 1,821.19 –4.89%–58.6% –60.5%

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

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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Verizon Wireless’s Storm reaches landfall
Campaign ramps up
for new BlackBerry;
Who is Emo Piñata?
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A shot from a Verizon Wireless TV ad for the Storm, the first touch-screen
Blackberry. The campaign has aimed to encourage customers to wait for the device.

U.S. court backs Telenor
in Ukraine dispute with Alfa

By Sara Silver

If you tout it, will they wait?
On Friday, Verizon Wireless of

the U.S. is finally releasing the
Storm—the first touch-screen Black-
Berry—after months of teaser ads
meant to stop customers from
switching to rival AT&T Inc., which
released the newest iPhone from Ap-
ple in July.

The massive ad campaign started
inSeptemberwithmailerstocustom-

ers that read: “The
Storm Is Coming.”
In October, the com-

pany began running TV teasers fea-
turing a Storm user who says
“Whoa!” when he picks up the phone.
A full spot launched last week,
boasted that the device’s screen
clickswhen touched andmoves down
when pressed to select an item.

“You’ve never clicked a screen be-
fore,” the ad says. “Is that supposed
to happen? Is it supposed to feel so
... right?”

“It’s kind of ‘Hang on, it’s com-
ing, it’s coming,’ ” says Steve Ohler,
executive creative director at Mc-
Cann Erickson New York, the Inter-
public Group unit that conceived
the ads. “If there’s an iPhone-block-
ing tactic, it’s that.”

The campaign will intensify Fri-

day with a new TV ad aimed straight
at the competition. Itclaims that typ-
ing on the Storm is more accurate
than typing on other touch-screen
phones: “Lookie here! It’s typing
Reno, Nevada, not Rhino Frittata or
Emo Piñata,” says a voiceover.

The ads, which also feature the
familiar crowd of Verizon Wireless
technicians to underscore the
power of the company’s network,
are running on prime-time network
TV, cable stations including NFL,
VH1 and Comedy Central, in newspa-
pers, on billboards and online.

Verizon Wireless is expected to
spend more than $100 million on the
ad push, according to a person famil-
iar with the matter. Verizon declined
to cite a specific dollar amount, but
said it was “significant.”

Wireless providers are among
the U.S.’s biggest spenders on adver-
tising. Verizon Wireless spent $1.7
billion last year on ads, according to
TNS Media Intelligence.

The company, which is the
Storm’s exclusive U.S. carrier, is a
joint venture of Verizon Communi-
cations Inc. of New York and
Vodafone Group PLC of Britain, the
exclusive vendor in the U.K.
Vodafone began selling the Storm
earlier this month, after letting
thousands of customers preorder it.
On Thursday, its chief executive, Vit-
torio Colao, told journalists it was
selling so well that the company
might not be able to meet demand.

Verizon is heavily subsidizing
the Storm, which costs $199 after a
$50 mail-in rebate with a two-year

contract. Like other do-it-all smart
phones, Verizon’s Storm service re-
quires a monthly data plan, which
the carriers are hoping will make up
for declining voice revenues.

How well the Storm ads work
won’t be clear until the holiday
sales figures are in. But the waiting
game could misfire—even if people
waited. Market-research firm Strat-
egy Analytics is predicting that de-
mand for smart phones, the healthi-
est part of the phone market, will de-
cline from this year’s 82% growth in
unit sales to 24% growth next year.

The Storm is one of a trio of de-
vices aimed at extending the Black-
berry’s reach. T-Mobile USA is sell-
ing a clamshell version of the sleek
Pearl, and earlier this month AT&T
started selling the 3G Bold.

Blackberry maker Research in
Motion has been running its first
TV campaign, called “Life on Black-

Berry,” to build its brand in the
fickle mass market.

The Waterloo, Ontario, company
now makes one in 10 of the cell-
phones—and half of the smart
phones—sold in the U.S. Bonny Joy,
of Strategy Analytics, estimates
that Apple will increase its share of
the North American smart phone
market to 20% by the end of the year
from about 14% last year. Mr. Joy ex-
pects RIM to maintain its share.

The BlackBerry has become a fix-
ture for business users and consum-
ers who send lots of email, but has
faced a clamor for a touch-screen de-
vice, which can make Internet surf-
ing easier. Typing is indeed easier on
the Storm than on some other touch
screens, but still not as easy as on a

keyboard, and Apple makes it easier
for users to download applications.

Verizon Wireless’s teaser strategy
is widely used by Madison Avenue to
whet consumer appetite. Apple fa-
mouslyusedthetacticwhenintroduc-
ing theMacintosh during the 1984Su-
perbowl. The ad showed a woman
tossing a hammer that short-cir-
cuited a totalitarian flow of informa-
tion. “And now you’ll know why 1984
won’t be like ‘1984,’ ” the ad said.

Other cellphone carriers are pre-
selling devices before they are avail-
able, as T-Mobile did with its G1 cell-
phone, the first to be based on Goo-
gle’s Android operating system.

The Storm campaign has been
running for so long that McCann’s
Mr. Ohler says his young son has
been asking when the phone will fi-
nally be out. Greg Stern, chief execu-
tive of Butler, Shine, Stern & Part-
ners, says that if Verizon’s wait-wait

campaign “can create enough doubt
in consumers’ minds, it could extend
the life of the product even before it
launches.”

But Rita Rodriguez, chief execu-
tive of the U.S. division of the Brand
Union, a branding firm owned by
WPP Group, notes that the longer a
teaser runs, the more expectations
it creates—and the greater the risk
the product won't meet them. She
thinks no ad can hold customers at
bay for months.

“It’s too much of an expectation
to think that advertising can bear
the burden of that,” Ms. Rodriguez
says. “If someone wants an iPhone,
they are going to get one.”
 —Suzanne Vranica

contributed to this article.

By Gregory L. White

MOSCOW—A New York court
found units of Russia’s Alfa Group
in contempt of court, ordering po-
tentially heavy fines in a long-run-
ning dispute between Alfa and Nor-
way’s Telenor ASA over a Ukrainian
cellphone company.

The ruling, issued Wednesday by
the U.S. District Court in the South-
ern District of New York, is a victory
for Telenor, which accused Alfa of
paralyzing the management of
Kyivstar, a Ukrainian mobile-phone
company the two own together. Al-
fa’s telecom unit, Altimo, denied
those allegations.

The New York court found Al-
timo and related companies en-
gaged in “vexatious and collusive lit-
igation” in Ukraine aimed at pre-
venting Telenor from enforcing a
Kyivstar shareholder agreement. It
ordered Altimo to comply with a
court-approved arbitration settle-
ment in the case that mandated Al-
timo observe the shareholder agree-
ment—and to stop blocking manage-
ment decisions at Kyivstar, as well
as divest some holdings in compet-

ing companies. The order called for
fines of $100,000 a day, doubling ev-
ery 30 days until Altimo complies.

Altimo said it is observing its le-
gal obligations, except where Ukrai-
nian rulings prevent it from fulfill-
ing some of the New York court’s or-
ders.

In the ruling, the New York court
rejected that assertion. The Ukrai-
nian courts’ rulings “appear to be
nothing more than a sham, a pseudo-
legal excuse for (Altimo and its re-
lated companies) to refuse to do
what they have all along refused to
do,” the ruling said.

“It is outrageous, though not sur-
prising, given their prior conduct in
this matter, that (Altimo and its re-
lated companies) would construct
such a sham,” the ruling said. “It is
both outrageous and surprising
that their counsel—two esteemed
New York law firms—would repre-
sent that sham to the court.” Altimo
rejected that characterization.

Alfa and Telenor also are involved
in a dispute involving a Russian mo-
bile-phone company, OAO Vimpel
Communications. Telenor faces a
$2.8 billion fine in a case being heard
in Omsk, Russia, on Dec. 12.

‘It’s typing Reno, Nevada, not Rhino Frittata
or Emo Piñata,’ says a voiceover for one TV
ad, which claims it’s easier to type accurately
on the Storm than on other smart phones.
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KBL Key America USD US EQ LUX 11/18 USD 310.99 –48.5 –47.1 –23.4
KBL Key East Europe EU EQ LUX 11/18 EUR 1154.40 –66.0 –65.1 –35.1
KBL Key Eur Sm Cie EU EQ LUX 11/18 EUR 659.51 –51.9 –52.9 –30.1
KBL Key Europe EU EQ LUX 11/18 EUR 515.05 –41.7 –41.5 –23.2
KBL Key Far East AS EQ LUX 11/18 USD 816.30 –57.3 –57.9 –23.2
KBL Key Major Em Mkts GL EQ LUX 11/18 USD 313.72 –66.2 –65.6 –25.9
KBL Key NaturalRes EUR OT EQ LUX 11/18 EUR 337.01 –45.8 –44.6 NS
KBL Key NaturalRes USD OT EQ LUX 11/18 USD 324.06 –53.1 –52.1 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 11/14 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 11/18 USD 49.37 –69.0 –69.5 –37.5
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 11/19 EUR 28.47 –61.0 –62.5 –32.0
MP-TURKEY.SI OT OT SVN 11/19 EUR 16.37 –67.9 –67.0 –36.9

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 11/19 EUR 2.56 –71.5 –71.5 NS
Parex Eastern Europ Bd EU BD LVA 11/19 USD 8.86 –35.2 –34.8 –16.7
Parex Russian Eq EE EQ LVA 11/19 USD 8.04 –74.7 –72.9 –37.4
Parex Ukrainian Eq EU EQ LVA 11/19 EUR 2.34 –77.2 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 11/20 USD 93.84 –60.2 –60.1 –23.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/20 USD 90.16 –60.6 –60.5 –24.4
PF (LUX)-Biotech-Pca OT EQ LUX 11/18 USD 273.56 –17.8 –20.9 –3.2
PF (LUX)-CHF Liq-Pca CH MM LUX 11/19 CHF 123.86 1.5 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/19 CHF 95.61 1.5 1.8 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/18 EUR 115.75 –48.0 –47.2 –25.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/18 USD 72.29 –47.1 –46.7 –17.4
PF (LUX)-East Eu-Pca EU EQ LUX 11/19 EUR 127.56 –75.2 –73.6 –42.8
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 11/19 USD 81.39 –64.8 –64.7 –27.4
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/19 USD 273.99 –62.7 –62.0 –26.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/19 EUR 75.32 –44.8 –43.3 –24.1
PF (LUX)-EUR Bds-Pca EU BD LUX 11/19 EUR 372.08 3.0 1.3 0.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/19 EUR 292.20 3.0 1.3 0.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/19 EUR 124.49 –5.1 –6.3 –3.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/19 EUR 90.75 –5.1 –6.3 –3.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/19 EUR 94.23 –34.2 –34.9 –20.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/19 EUR 60.94 –34.2 –34.9 –20.1
PF (LUX)-EUR Liq-Pca EU MM LUX 11/19 EUR 134.16 3.3 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/19 EUR 100.21 3.3 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/19 EUR 296.17 –51.4 –50.0 –29.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/19 EUR 100.29 –45.6 –44.9 –27.2
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/19 USD 166.91 –16.8 –16.0 –5.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/19 USD 119.01 –16.8 –16.0 –5.4
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 11/18 USD 11.99 –50.7 –49.2 –26.7
PF (LUX)-Gr China-Pca AS EQ LUX 11/20 USD 182.01 –57.5 –57.4 –16.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/20 USD 165.14 –68.8 –67.4 –26.1
PF (LUX)-Jap Index-Pca JP EQ LUX 11/20 JPY 7371.01 –48.1 –47.7 –28.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/20 JPY 6678.60 –50.2 –50.8 –33.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/20 JPY 6523.68 –50.4 –51.1 –33.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/20 JPY 3574.65 –48.1 –47.9 –32.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/19 USD 138.75 –56.5 –57.1 –21.5
PF (LUX)-Piclife-Pca CH BA LUX 11/19 CHF 687.73 –19.1 –18.4 –10.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/19 EUR 40.82 –46.9 –46.0 –27.4
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/19 USD 20.56 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/19 USD 62.65 –43.9 –43.4 –21.4
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/19 EUR 320.94 –48.0 –47.2 –26.2
PF (LUX)-US Eq-Ica US EQ LUX 11/18 USD 76.24 –40.8 –39.9 –19.4
PF (LUX)-USA Index-Pca US EQ LUX 11/18 USD 68.80 –40.7 –40.2 –20.6
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/19 USD 502.48 6.5 7.0 6.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/19 USD 379.64 6.5 7.0 6.4
PF (LUX)-USD Liq-Pca US MM LUX 11/19 USD 130.00 2.3 2.8 3.7

PF (LUX)-USD Liq-Pdi US MM LUX 11/19 USD 87.63 2.3 2.8 3.7
PF (LUX)-Water-Pca GL EQ LUX 11/18 EUR 109.41 –29.9 –28.8 –14.3
PF (LUX)-WldGovBds-Pca GL BD LUX 11/19 USD 149.93 1.9 0.8 5.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/19 USD 126.88 1.9 0.8 5.2
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 11/20 USD 43.87 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 11/18 USD 7.13 –50.7 –50.5 –27.4
Japan Fund USD JP EQ IRL 11/20 USD 12.12 –28.0 –29.1 –15.1

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 10/31 USD 89.67 –11.1 –13.2 NS
Discovery USD A OT OT CYM 09/30 USD 116.30 4.2 11.9 9.7
Elbrus USD A GL EQ CYM 10/31 USD 8.95 –45.3 –42.5 –5.5
Europn Conviction USD B EU EQ CYM 10/31 USD 121.81 6.7 9.7 6.3
Europn Forager USD B OT OT CYM 10/31 USD 178.91 –12.8 –19.9 0.7
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 10/31 USD 13.93 2.2 –4.7 14.7
Paragon Limited USD A EU EQ CYM 10/31 USD 306.46 11.5 10.5 20.0
UK Fund USD A OT OT CYM 10/31 USD 167.48 5.3 0.4 3.7

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 11/12 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 11/19 EUR 538.88 –45.2 –44.0 NS
Core Eurozone Eq B EU EQ IRL 11/19 EUR 620.11 NS NS NS
Euro Fixed Income A EU BD IRL 11/19 EUR 1135.61 –9.1 –10.4 –6.2
Euro Fixed Income B EU BD IRL 11/19 EUR 1204.25 –8.6 –9.9 –5.7
Euro Small Cap A EU EQ IRL 11/19 EUR 869.85 –50.6 –50.9 –32.1
Euro Small Cap B EU EQ IRL 11/19 EUR 925.57 –50.3 –50.6 –31.6
Eurozone Agg Eq A EU EQ IRL 11/19 EUR 474.35 –50.5 –49.0 NS
Eurozone Agg Eq B EU EQ IRL 11/19 EUR 677.20 –50.2 –48.7 –27.7
Glbl Bd (EuroHdg) A GL BD IRL 11/19 EUR 1181.91 –8.6 –8.9 –4.3
Glbl Bd (EuroHdg) B GL BD IRL 11/19 EUR 1246.13 –8.0 –8.3 –3.7
Glbl Bd A EU BD IRL 11/19 EUR 1021.61 1.3 0.7 –2.8
Glbl Bd B EU BD IRL 11/19 EUR 1080.39 1.9 1.3 –2.2
Glbl Real Estate A OT EQ IRL 11/19 USD 536.52 –57.8 –58.7 –35.5
Glbl Real Estate B OT EQ IRL 11/19 USD 549.43 –57.6 –58.4 –35.1
Glbl Real Estate EH-A OT EQ IRL 11/19 EUR 517.58 –55.9 –56.6 –35.9
Glbl Real Estate SH-B OT EQ IRL 11/19 GBP 49.14 –55.2 –55.8 –34.7
Glbl Strategic Yield A EU BD IRL 11/19 EUR 1114.93 –25.4 –25.2 –12.8
Glbl Strategic Yield B EU BD IRL 11/18 EUR 1203.34 –23.8 –23.9 –11.6
Japan Equity A JP EQ IRL 11/19 JPY 9868.00 –46.9 –46.5 –29.3
Japan Equity B JP EQ IRL 11/19 JPY 10448.00 –46.6 –46.2 –28.9
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/19 USD 1120.48 –57.7 –57.6 –23.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/19 USD 1187.63 –57.4 –57.4 –23.3
Pan European Eq A EU EQ IRL 11/19 EUR 696.44 –48.8 –47.4 –27.8
Pan European Eq B EU EQ IRL 11/19 EUR 737.46 –48.5 –47.1 –27.4
US Equity A US EQ IRL 11/19 USD 590.37 –49.1 –47.6 –24.9
US Equity B US EQ IRL 11/19 USD 627.91 –48.8 –47.3 –24.4
US Small Cap A US EQ IRL 11/19 USD 850.91 –50.5 –49.4 –27.9
US Small Cap B US EQ IRL 11/19 USD 905.55 –50.2 –49.1 –27.4

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 11/19 SEK 56.67 –51.4 –49.5 –30.0
Choice Japan Fd JP EQ LUX 11/19 JPY 43.14 –45.4 –44.7 –29.4
Choice Jpn Chance/Risk JP EQ LUX 11/20 JPY 40.25 –55.0 –54.7 –32.1
Choice NthAmChance/Risk US EQ LUX 11/19 USD 2.72 –48.0 –46.0 –24.6
Europe 2 Fd EU EQ LUX 11/19 EUR 0.70 –51.3 –50.1 –28.7
Europe 3 Fd EU EQ LUX 11/20 GBP 2.50 –46.8 –43.7 –22.0
Global Chance/Risk Fd GL EQ LUX 11/19 EUR 0.49 –37.7 –36.5 –22.0
Global Fd GL EQ LUX 11/19 USD 1.57 –46.9 –46.0 –22.7
Intl Mixed Fd -C- NO BA LUX 11/19 USD 21.05 –36.8 –36.2 –15.7
Intl Mixed Fd -D- NO BA LUX 11/19 USD 14.85 –36.8 –36.2 –14.5
Wireless Fd OT EQ LUX 11/20 EUR 0.09 –52.3 –51.7 –26.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 11/19 USD 3.85 –57.7 –57.0 –24.5
Currency Alpha EUR -IC- OT OT LUX 11/20 EUR 10.92 6.9 6.7 NS
Currency Alpha EUR -RC- OT OT LUX 11/20 EUR 10.87 6.5 6.3 NS
Currency Alpha SEK -ID- OT OT LUX 11/20 SEK 105.81 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/20 SEK 111.60 NS NS NS
Generation Fd 80 OT OT LUX 11/19 SEK 6.10 –35.5 –33.8 NS
Nordic Focus EUR NO EQ LUX 11/19 EUR 50.95 –48.5 NS NS
Nordic Focus NOK NO EQ LUX 11/19 NOK 55.81 NS NS NS
Nordic Focus SEK NO EQ LUX 11/19 SEK 55.01 –44.7 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 11/20 USD 0.66 –59.6 –58.9 –25.2
Choice North America Eq. Fd US EQ LUX 11/19 USD 1.33 –45.3 –43.4 –23.7
Ethical Global Fd GL EQ LUX 11/19 USD 0.58 –47.6 –46.8 –24.0

Ethical Sweden Fd NO EQ LUX 11/19 SEK 26.48 –40.6 –39.6 –21.4
Europe Fd EU EQ LUX 11/19 USD 1.50 –57.7 –56.5 –22.6
Global Equity Fd GL EQ LUX 11/19 USD 1.00 –47.1 –46.3 –22.2
Index Linked Bd Fd SEK OT BD LUX 11/20 SEK 12.91 3.4 3.5 2.4
Medical Fd OT EQ LUX 11/19 USD 2.79 –27.5 –25.9 –11.0
Short Medium Bd Fd SEK NO MM LUX 11/20 SEK 9.11 2.6 3.0 2.9
Technology Fd OT EQ LUX 11/19 USD 1.49 –47.6 –46.1 –22.3
World Fd GL EQ LUX 11/19 USD 1.54 –42.5 –42.4 –15.7

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 11/20 EUR 1.27 1.7 1.9 2.2
Short Bond Fd SEK NO MM LUX 11/20 SEK 21.43 2.2 2.6 2.7
Short Bond Fd USD US MM LUX 11/20 USD 2.50 1.7 2.1 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 11/19 SEK 10.03 –1.8 –1.7 –0.4
Alpha Bond Fd SEK -B- NO BD LUX 11/19 SEK 9.01 –1.8 –1.7 –0.4
Alpha Bond Fd SEK -C- NO BD LUX 11/19 SEK 25.14 –1.9 –1.8 –0.6
Alpha Bond Fd SEK -D- NO BD LUX 11/20 SEK 8.43 –1.2 –1.1 –0.2
Alpha Short Bd SEK -A- NO MM LUX 11/20 SEK 10.75 2.3 2.8 2.8
Alpha Short Bd SEK -B- NO MM LUX 11/20 SEK 10.08 2.3 2.8 2.8
Alpha Short Bd SEK -C- NO MM LUX 11/20 SEK 21.04 2.2 2.7 2.7
Alpha Short Bd SEK -D- NO MM LUX 11/20 SEK 8.75 2.2 2.7 2.7
Bond Fd EUR -C- EU BD LUX 11/20 EUR 1.26 3.7 2.7 1.4
Bond Fd EUR -D- EU BD LUX 11/20 EUR 0.50 3.7 2.7 1.4
Bond Fd SEK -C- NO BD LUX 11/19 SEK 40.13 6.2 6.4 3.6
Bond Fd SEK -D- NO BD LUX 11/20 SEK 12.11 5.6 5.9 3.3
Corp. Bond Fd EUR -C- EU BD LUX 11/20 EUR 1.09 –7.5 –8.7 –4.6
Corp. Bond Fd EUR -D- EU BD LUX 11/20 EUR 0.85 –7.9 –9.1 –4.9
Corp. Bond Fd SEK -C- NO BD LUX 11/20 SEK 10.59 –12.2 –13.0 –6.6
Corp. Bond Fd SEK -D- NO BD LUX 11/20 SEK 8.32 –12.1 –12.8 –6.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/20 EUR 100.77 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/20 EUR 100.54 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 11/20 SEK 111.79 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/20 SEK 1031.88 NS NS NS
Flexible Bond Fd -C- NO BD LUX 11/20 SEK 20.57 4.3 4.6 3.4
Flexible Bond Fd -D- NO BD LUX 11/20 SEK 11.65 4.3 4.6 3.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/20 SEK 79.05 –25.6 –26.4 –13.1
Global Hedge I SEK -D- OT OT LUX 11/20 SEK 72.24 –27.7 –28.5 –14.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/19 USD 1.34 –59.7 –59.0 –21.0

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/20 SEK 15.24 –54.4 –54.9 –26.7
Europe Chance/Risk Fd EU EQ LUX 11/19 EUR 774.08 –54.5 –53.2 –31.3

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/19 USD 12.59 –61.9 –62.2 –15.7
Eq. Pacific A AS EQ LUX 11/19 USD 5.65 –59.2 –59.3 –20.2

n SGAM Fund
Bonds CHF A CH BD LUX 11/19 CHF 27.52 5.5 4.7 0.9
Bonds ConvEurope A EU BD LUX 11/19 EUR 27.78 –4.4 –3.7 0.9
Bonds Eur Corp A EU BD LUX 11/19 EUR 20.20 –8.0 –8.9 –4.8
Bonds Eur Hi Yld A EU BD LUX 11/18 EUR 13.80 –34.9 –35.8 –20.2
Bonds EURO A EU BD LUX 11/19 EUR 38.46 4.1 3.4 1.7
Bonds Europe A EU BD LUX 11/19 EUR 37.08 3.7 2.6 1.2
Bonds US MtgBkSec A US BD LUX 11/19 USD 23.94 –5.1 –5.7 –0.1
Bonds US OppsCoreplus A US BD LUX 11/19 USD 30.31 –3.7 –2.9 1.3
Bonds World A GL BD LUX 11/19 USD 36.83 –0.9 –1.6 4.9
Eq. ConcentratedEuropeA EU EQ LUX 11/18 EUR 19.89 –50.7 –50.6 –29.6
Eq. Eastern Europe A EU EQ LUX 11/19 EUR 13.28 –69.9 –68.8 –38.2
Eq. Equities Global Energy OT EQ LUX 11/18 USD 14.03 –44.3 –40.9 –12.0
Eq. Euroland A EU EQ LUX 11/18 EUR 8.92 –48.4 –48.0 –26.5
Eq. Euroland MidCapA EU EQ LUX 11/18 EUR 14.65 –49.5 –51.0 –30.2
Eq. EurolandCyclclsA EU EQ LUX 11/19 EUR 12.60 –50.3 –49.0 –23.1
Eq. EurolandFinancialA OT EQ LUX 11/18 EUR 8.30 –55.4 –55.2 –36.2
Eq. Glbl Emg Cty A GL EQ LUX 11/18 USD 5.12 –62.1 –62.4 –25.7
Eq. Global A GL EQ LUX 11/18 USD 19.94 –47.9 –47.7 –25.4
Eq. Global Technol A OT EQ LUX 11/18 USD 3.36 –52.6 –53.2 –31.4
Eq. Gold Mines A OT EQ LUX 11/19 USD 12.30 –59.0 –59.0 –29.3
Eq. Japan A JP EQ LUX 11/19 JPY 637.56 –51.8 –51.1 –33.1
Eq. Japan Sm Cap A JP EQ LUX 11/19 JPY 889.15 –47.8 –47.6 –38.6
Eq. Japan Target A JP EQ LUX 11/19 JPY 1487.71 –26.5 –26.7 –16.8
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 11/19 GBP 8.83 –48.2 –47.7 –28.8
Eq. US ConcenCore A US EQ LUX 11/18 USD 15.50 –42.3 –40.0 –20.8
Eq. US Lg Cap Gr A US EQ LUX 11/18 USD 10.61 –47.3 –45.9 –23.2
Eq. US Mid Cap A US EQ LUX 11/18 USD 18.50 –52.7 –52.1 –23.7
Eq. US Multi Strg A US EQ LUX 11/18 USD 15.18 –47.3 –46.5 –26.1

Eq. US Rel Val A US EQ LUX 11/18 USD 14.61 –48.9 –48.9 –30.3
Eq. US Sm Cap Val A US EQ LUX 11/18 USD 11.90 –52.3 –53.0 –33.5
Eq. US Value Opp A US EQ LUX 11/18 USD 12.87 –49.5 –49.8 –30.9
Money Market EURO A EU MM LUX 11/19 EUR 27.01 3.9 4.4 4.0
Money Market USD A US MM LUX 11/19 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 11/20 EEK 107.29 –60.0 –59.4 –35.7
New Europe Small Cap EUR EE EQ EST 11/20 EEK 53.03 –62.0 –61.9 –36.2
Second Wave EUR EE EQ EST 11/20 EEK 88.34 –67.8 –66.5 –34.4

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/20 JPY 7992.00 –52.3 –54.1 –35.1
YMR-N Japan Fund JP EQ IRL 11/20 JPY 8717.00 –49.9 –51.2 –31.5
YMR-N Low Price Fund JP EQ IRL 11/20 JPY 11910.00 –47.8 –49.3 –32.1
YMR-N Small Cap Fund JP EQ IRL 11/20 JPY 5882.00 –52.5 –54.8 –37.0
Yuki Mizuho Gen Jpn III JP EQ IRL 11/20 JPY 3993.00 –57.0 –57.0 –34.4
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/20 JPY 4274.00 –56.0 –57.1 –37.3
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/20 JPY 5656.00 –54.9 –54.9 –35.7
Yuki Mizuho Jpn Gen JP EQ IRL 11/20 JPY 7408.00 –51.8 –53.7 –31.7
Yuki Mizuho Jpn Gro JP EQ IRL 11/20 JPY 5783.00 –53.1 –54.8 –34.2
Yuki Mizuho Jpn Inc JP EQ IRL 11/20 JPY 7375.00 –43.7 –44.3 –25.9
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/20 JPY 4640.00 –50.8 –51.9 –30.8
Yuki Mizuho Jpn LowP JP EQ IRL 11/20 JPY 10408.00 –42.5 –43.9 –24.4
Yuki Mizuho Jpn PGth JP EQ IRL 11/19 JPY 7561.00 –53.9 –54.6 –33.2
Yuki Mizuho Jpn SmCp JP EQ IRL 11/20 JPY 5678.00 –55.2 –57.2 –34.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/20 JPY 4690.00 –50.1 –50.7 –30.9
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/20 JPY 2304.00 –59.7 –61.3 –48.4

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/20 JPY 3899.00 –55.9 –55.7 –35.1
Yuki 77 General JP EQ IRL 11/20 JPY 5387.00 –53.1 –54.3 –32.7
Yuki 77 Growth JP EQ IRL 11/20 JPY 5584.00 –54.5 –56.4 –35.4
Yuki 77 Income AS EQ IRL 11/20 JPY 4768.00 –43.1 –42.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/20 JPY 5798.00 –50.2 –51.7 –32.5
Yuki Chugoku Jpn Gro JP EQ IRL 11/19 JPY 5099.00 –49.5 –49.7 –29.4
Yuki Chugoku JpnLowP JP EQ IRL 11/20 JPY 7483.00 –42.6 –44.4 –22.6
Yuki Chugoku JpnPurGth JP EQ IRL 11/19 JPY 4610.00 –47.3 –48.9 –30.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/20 JPY 6211.00 –51.7 –53.1 –33.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/20 JPY 4240.00 –51.9 –52.8 –31.3
Yuki Hokuyo Jpn Inc JP EQ IRL 11/20 JPY 5051.00 –40.1 –40.4 –25.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/20 JPY 4335.00 –49.8 –52.0 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/20 JPY 4165.00 –57.1 –58.5 –36.0
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/19 JPY 4389.00 –50.8 –51.7 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/20 JPY 4714.00 –50.8 –54.5 –32.2
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 10/31 USD 16.53 –94.5 –94.1 –64.7
788 China Smaller Cap OT OT CYM 10/31 USD 14.06 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 10/31 USD 69.47 –51.6 –42.7 –23.1
788 Japan Fund Ltd OT OT CYM 10/31 USD 13.18 –89.3 –88.7 –65.9

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 10/31 USD 39.28 –40.4 –39.3 –16.3

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 11/14 USD 466.99 –73.8 –73.7 –44.6

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
MultiAdv Arb USD OT OT GGY 10/31 USD 177.33 –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 11/13 EUR 245.21 –3.6 –4.1 1.3
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 11/19 EUR 91.06 –18.8 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 11/18 USD 78.58 64.4 80.3 35.1

Superfund GCT USD* GL EQ LUX 11/18 USD 3573.00 47.3 56.4 23.7

Superfund Gold A (SPC) GL OT CYM 11/18 USD 964.40 9.7 21.3 20.8

Superfund Gold B (SPC) GL OT CYM 11/18 USD 1111.53 18.7 34.8 27.7

Superfund Q-AG* OT OT AUT 11/18 EUR 8581.00 32.6 38.5 18.9

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

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 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 11/14 EUR 113.88 –19.6 –12.9 –8.0

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 11/14 USD 240.37 –19.9 –13.3 –6.7
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 10/31 USD 1346.49 NS –5.6 –12.9 –15.1 –2.1
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INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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By Cecilie Rohwedder

Ahold NV defied the gloom in the
global retail sector by reporting
higher sales and earnings at its U.S.
supermarkets, although company-
wide net profit fell 8.9% in the fiscal
third quarter.

The Amsterdam-based grocery
company, which generates more
than half of its business in the U.S.,
on Thursday posted a net profit of
Œ195 million ($244.3 million) for the
quarter ended Oct. 5, down from
Œ214 million a year earlier. The drop
largely resulted from higher income
taxes and lower income from joint
ventures such as Scandinavian re-
tail group ICA, which is owned by
Ahold and Sweden-based retail in-
vestors Hakon Invest AB.

Companywide net sales rose 3.9%
to Œ5.81 billion from Œ5.59 billion.

The latest re-
sults exceeded
analysts’ expec-
tations for a net
profit of Œ177 mil-
lion and re-
flected the im-
proving perform-
ance of U.S. su-
permarket
chains Stop &
Shop and Giant-
Landover.

At Stop &
Shop and Giant

Landover, “this is the first time
since we started our complete repo-
sitioning program that profits are
up,” Chief Executive John Rishton
said in an interview.

Ahold embarked on an overhaul
of Stop & Shop, concentrated in New
Jersey, Connecticut and Rhode Is-
land, and Giant-Landover, in Vir-
ginia and Maryland, in September
2006, after years of gradual decline
in profitability at the chains. The en-
suing price and cost cuts are now
providing better results, Mr. Rish-
ton said, and come at a time when
cash-strapped consumers are look-
ing for deals as the economy falters.

As part of a two-year “Value Im-
provement Program,” Ahold low-
ered prices at its U.S. stores and cut
costs across the group. Cost-cutting
measures ranged from combining
back-office operations to reducing
expenses at group headquarters
and at the stores. At the U.S. stores,
for instance, cheese and fruit are no
longer cut by the staff at each
branch but at a centralized facility
that chops and delivers those items
to several stores. The company also
rebranded the U.S. chains by, among
other things, giving them new logos
and changing staff uniforms.

“It says to our customers, some-
thing new is happening; come in and
have a look,” Mr. Rishton said.

Analysts praised the improve-
ment at Ahold’s U.S. business amid
the economic downturn.

“This is the first time in a very
long time in which the Stop & Shop,
Giant-Landover margins have im-
proved year-on-year,” Citigroup
said in a research note. “Today’s
numbers suggest the U.S. business
has reached a crucial turning point
in margins as well as sales.”

Ahold operates about 3,200
stores in the U.S. and Europe, includ-
ing the Albert Heijn grocery-store
chain in the Netherlands.

The company said it was stand-
ing by its full-year operating-mar-
gin target of 4.8% to 5.3%, as other
retailers have been adjusting theirs
downward in response to the cur-
rent consumer climate.

AstraZeneca gains court’s favor
Order requires Teva
to pull asthma drug
until hearing is held

John Rishton

By Sten Stovall

LONDON—AstraZeneca PLC
said Thursday that a U.S. court
granted it a temporary restraining
order halting sales of a generic ver-
sion of its Pulmicort asthma treat-
ment made by Israeli rival Teva
Pharmaceutical Industries Ltd.

Teva had begun shipments of Pul-
micort Respules on Wednesday after
it received approval from the U.S.
Food and Drug Administration for the
generic launch, despite a continuing
patent-infringement case brought by
U.K.-based AstraZeneca.

The temporary restraining or-
der, granted by the U.S. District
Court in New Jersey, means Teva
must suspend supplies and sales of
its product until a preliminary in-
junction hearing on Nov. 25. The full
court case is due to start on Jan. 12.

It also requires that AstraZeneca
suspend distribution of its own ge-
neric version of Pulmicort Respules
with Par Pharmaceutical Cos. of
New Jersey, which it launched on
Wednesday to counter Teva’s move.

The Pulmicort tussle prompted
AstraZeneca on Wednesday to say
full-year earnings per share will be
at the lower end of its forecast
range of $4.90 to $5.05.

AstraZeneca shares fell 11%
Wednesday in response to the Pulmi-
cort news. On Thursday, the stock
declined a further 1.7% to close at
£24.59 in London.

The developments prompted a
number of analysts to downgrade
their outlooks for AstraZeneca’s
share price Thursday. Panmure Gor-
don cut its target for the stock to £31
from £33.15. “We regard any delay
to the launch of generic Pulmicort
Respules as positive, but remain
watchful of the situation ahead of
the preliminary injunction hear-
ing,” Panmure Gordon said.

UBS reduced its AstraZeneca
price target to £26.50 from £28.50,
saying the U.S. court proceedings
are likely to go in favor of generics,
and the U.K. drug maker’s legal mo-
tions will likely fail.

AstraZeneca said Thursday that
it is confident of the strength of its
intellectual-property rights protect-
ing Pulmicort Respules and will “vig-
orously defend and enforce” its in-
tellectual property. The company’s

patents—which cover the drug’s
use, but not its composition—are
set to expire in 2018, with pediatric
use extending to 2019.

Teva also said in a statement
that it has “full confidence” in the
strength of its legal position.

A Teva spokeswoman declined
to comment further.

Separately, AstraZeneca said it
plans to cut 1,400 jobs by 2013 as
part of a program to improve pro-
ductivity within its global logistics
organization. The company will
close three plants in Spain, Belgium
and Sweden. It said it will make fur-
ther investments in its Wuxi plant in
China to meet continuing demand in
the Asian-Pacific region.
 —Gustav Sandstrom,

Kathy Sandler
and Marietta Cauchi

contributed to this article.

CORPORATE NEWS

Ahold net falls,
but gains occur
at stores in U.S.
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Short Mat Dollar A2 US BD LUX 11/19 USD 8.82 –20.3 –21.3 –10.3
Short Mat Dollar B US BD LUX 11/19 USD 6.83 –20.8 –21.7 –10.7
Short Mat Dollar B2 US BD LUX 11/19 USD 8.82 –20.6 –21.7 –10.7
Short Mat Dollar I US BD LUX 11/19 USD 6.83 –20.1 –20.9 –9.8

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 11/19 GBP 6.12 –35.4 –32.0 –17.5
Andfs. Borsa Global GL EQ AND 11/19 EUR 5.61 –41.4 –39.9 –21.5
Andfs. Emergents GL EQ AND 11/18 USD 9.02 –57.6 –57.9 –22.0
Andfs. Espanya EU EQ AND 11/19 EUR 9.74 –44.8 –46.6 –23.4
Andfs. Estats Units US EQ AND 11/19 USD 11.51 –43.3 –40.1 –21.2
Andfs. Europa EU EQ AND 11/18 EUR 6.40 –42.3 –41.4 –21.9
Andfs. Franca EU EQ AND 11/19 EUR 8.01 –43.0 –41.1 –23.8
Andfs. Japo JP EQ AND 11/19 JPY 410.08 –46.9 –46.1 –28.5
Andfs. Plus Dollars US BA AND 11/19 USD 8.37 –21.8 –21.4 –9.9
Andfs. RF Dolars US BD AND 11/19 USD 10.14 –10.5 –10.6 –4.4
Andfs. RF Euros EU BD AND 11/19 EUR 9.12 –17.4 –18.0 –10.2
Andorfons EU BD AND 11/19 EUR 12.29 –19.7 –20.2 –12.0
Andorfons Alternative Premium OT OT AND 09/30 EUR 105.62 –9.0 –8.2 –0.1

Andorfons Mix 30 EU BA AND 11/19 EUR 8.25 –28.9 –28.5 –15.4
Andorfons Mix 60 EU BA AND 11/19 EUR 8.06 –38.9 –37.2 –20.3

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 11/14 USD 122031.10 –53.2 –54.9 –23.3

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 11/20 EUR 10.06 –1.1 –1.1 0.9
DJE-Absolut P GL EQ LUX 11/20 EUR 172.18 –31.8 –29.5 –11.5
DJE-Alpha Glbl P EU BA LUX 11/20 EUR 147.81 –27.7 –25.0 –9.3
DJE-Div& Substanz P GL EQ LUX 11/20 EUR 164.75 –30.9 –29.8 –11.5
DJE-Gold&Resourc P OT EQ LUX 11/20 EUR 105.19 –43.9 –41.9 –18.0
DJE-Renten Glbl P EU BD LUX 11/20 EUR 118.22 –3.2 –4.1 –0.6
LuxPro-Dragon I AS EQ LUX 11/20 EUR 86.55 –52.2 –51.8 –12.7
LuxPro-Dragon P AS EQ LUX 11/20 EUR 84.64 –53.2 –52.9 –13.6
LuxTopic-Aktien Europa EU EQ LUX 11/19 EUR 13.35 –30.8 –29.3 –9.8
LuxTopic-Pacific AS EQ LUX 11/20 EUR 8.94 –58.4 –58.2 –25.9

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 11/19 EUR 38.82 –64.6 –63.2 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 11/19 USD 38.08 –69.2 –67.9 NS

(Lux) Russian EUR EE EQ LUX 11/20 EUR 31.59 –72.2 –70.8 NS
(Lux) Russian USD EE EQ LUX 11/19 USD 32.28 –74.8 –73.7 NS
Balkan Fund EE EQ SWE 11/20 SEK 10.70 –67.9 –65.5 –31.0
Baltic Fund EE EQ SWE 11/20 SEK 37.01 –49.8 –50.4 –25.2
Eastern European Fund EU EQ SWE 11/20 SEK 19.08 –65.2 –63.0 –31.5
Russian Fund EE EQ SWE 11/20 SEK 543.59 –68.9 –67.1 –34.6
Turkish Fund EE EQ SWE 11/20 SEK 3.62 –68.4 –65.7 –31.2

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 11/19 USD 221.98 –28.8 –28.1 –12.7
Sel Emerg Mkt Equity GL EQ GGY 11/19 USD 114.29 –57.8 –57.2 –23.3
Sel Euro Equity EUR US EQ GGY 11/18 EUR 76.30 –47.8 –47.8 –27.0
Sel European Equity EU EQ GGY 11/18 USD 127.97 –54.9 –54.9 –27.6
Sel Glob Equity GL EQ GGY 11/18 USD 132.62 –51.4 –51.5 –27.5
Sel Glob Fxd Inc GL BD GGY 11/19 USD 122.70 –16.4 –17.2 –6.4
Sel Pacific Equity AS EQ GGY 11/19 USD 79.01 –55.2 –55.4 –21.9
Sel US Equity US EQ GGY 11/18 USD 94.27 –44.8 –44.5 –23.7
Sel US Sm Cap Eq US EQ GGY 11/18 USD 116.48 –49.6 –50.3 –30.2

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/19 EUR 285.90 –20.8 –20.3 –10.9
DSF 50/50 EU BA LUX 11/19 EUR 212.98 –28.2 –27.2 –15.2
DSF 75/25 EU BA LUX 11/19 EUR 161.55 –35.7 –34.3 –20.1
KBC Eq (L) Europe EU EQ LUX 11/19 EUR 381.35 –49.8 –48.3 –29.1
KBC Eq (L) Japan JP EQ LUX 11/19 JPY 16202.00 –45.2 –44.8 –29.2
KBC Eq (L) NthAmer EUR US EQ LUX 11/19 EUR 411.47 –46.6 –45.0 –24.7
KBC Eq (L) NthAmer USD US EQ LUX 11/18 USD 631.77 –42.0 –41.2 –20.3
KBL Key America EUR US EQ LUX 11/18 EUR 298.82 –48.9 –47.7 –24.8
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Oman plans investment fund
to support local stock market
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Banking rule maker
seeks tougher standards

Oil falls again, now below $50
Price at 3 µ-year low;
talk of further falls
on poor U.S. economy

CVC tries to prevent PBL default
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By Katharina Bart

And Adam Bradbery

ZURICH—The Bank of Interna-
tional Settlements’ regulatory
panel said it is preparing propos-
als to toughen existing bank regu-
lations to prevent a repeat of the
turmoil racking financial markets.

The Basel Committee on Bank-
ing Supervision said Thursday
that it wants banks to have stron-
ger capital cushions, limit their
debt levels better and manage risk
more actively. It said it plans to is-
sue concrete recommendations
for public discussion in early
2009.

“Our goal is to help ensure that
the banking sector serves its tradi-
tional role as a shock absorber to
the financial system, rather than
an amplifier of risk between the fi-
nancial sector and the real econ-
omy,” Nout Wellink, committee
chairman and Dutch central bank
president, said.

The committee, a forum in
which international financial regu-
lators coordinate their actions, op-
erates as part of the Bank for Inter-
national Settlements, based in
Basel, Switzerland, and known as
the central bankers’ central bank.

The measures include steps to
bolster Basel II capital require-
ments—rules that govern how
much capital banks need to set

aside to cover their risks—espe-
cially for trading-book positions
and off-balance-sheet exposures.
The measures also will include
steps to improve the quality of
Tier 1 capital, which is a widely
used measure of banks’ financial
health and build “shock absorb-
ers” into bank capital to use in
times of crisis. The committe also
hopes to vary methods of calculat-
ing risk to more effectively rein in
leverage.

Most banks have been battered
by losses on illiquid securities in
recent quarters, with financial tur-
moil spreading to other areas. The
crisis has exposed “fundamental
weakness” in bank regulation, su-
pervision and risk management,
the committee said.

Germany’s banking trade
group said it welcomes measures
aimed at improving capital
strength, but questioned whether
leverage ratios are a sensible mea-
sure to regulate.

Switzerland recently an-
nounced plans to introduce caps
on leverage ratios after UBS AG
had more than $46 billion in mort-
gage-related write-downs.

Swiss-based UBS said it sup-
ports the measures, but called for
international coordination to en-
sure fairness. Deutsche Bank AG
and Credit Suisse Group AG de-
clined to comment.

A WSJ NEWS ROUNDUP

Crude-oil futures hit a 3µ-year
low, sliding below a crucial support
level on more signs of worsening
U.S. economy.

Light, sweet crude for December
delivery fell $4, or 7.5%, Thursday to

settle at $49.62 a
barrel on the New
York Mercantile Ex-
change, a level un-
seen since May 23,

2005. It was the fifth consecutive
loss for the contract, which expired
Thursday.

The January contract settled at
$49.42, down $4.68, or 8.65%.

Traders had pegged $49.90 a bar-
rel, the low of 2007, as the key level

to prevent a freefall to $40 a barrel.
Prices fell as new claims for U.S.

unemployment benefits jumped

last week more sharply than econo-
mists had expected and reached a
16-year high. Traders also were
keeping a wary eye on the Dow
Jones Industrial Average, which con-
tinued to fall Thursday after sliding
below 8000 Wednesday for the first
time since early 2003.

Oil analyst Stephen Schork had
wondered if $50 would hold.

“Maybe $50 is too conservative
given the putrid, putrid look at the
economy,” he said.

“If we're not out of these dol-
drums nine months from now, we’re
looking at $30 oil.”

The U.S. Energy Department's
Energy Information Administration
also reported Thursday that natural-
gas storage levels far exceeded ex-
pectations, driving prices sharply
downward. Natural gas for Decem-
ber delivery was down 42.7 cents
per million British thermal units, or
6.3%, to settle at $6.316, its lowest
settlement since Nov. 14.

THE INTERNATIONAL INVESTOR

Crude-oil futures
Nymex light, sweet crude oil, 
settlement price on the continuous
front-month contract

Thursday’s close: $49.62 a barrel,
down $4

Source: Thomson Reuters via
WSJ Market Data Group
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Oman will set up a 150 million
Omani rial ($390 million) invest-
ment fund targeting the local stock
market to restore investor confi-
dence eroded by the world financial
crisis, the sultanate’s government
said Thursday.

The fund, which will act as a mar-
ket maker, will buy shares of listed
companies whose prices are seen as
“appropriate” and sell them once
prices rise to provide liquidity for
market participants and gains to
the fund, the government said.

Oman’s government will contrib-
ute 60%, or 90 million rial, to the
fund. The remainder will come from
the private sector and pension
funds, according to a statement

posted on the Muscat Securities
Market Web site.

“The Ministry of Commerce and
Industry took the initiative and in-
vited some financial and banking in-
stitutions to contribute to the capi-
tal of the fund that aims at striking
balance in the securities market in
the Sultanate through investment
in securities,” the statement said.

Kuwait, which has been the
worst hit of the Gulf countries in the
financial crisis, has had its sover-
eign wealth fund buy up plummet-
ing shares for weeks in a bid to
shore up stocks and confidence.

Earlier this week, a Kuwait offi-
cial said the government was plan-
ning to pump about $12 million into
the Kuwait Stock Exchange.

By Laura Santini

And Jason Dean

Two years after pulling off one of
Australia’s biggest private-equity
deals, CVC Asia Pacific Ltd. is scram-
bling to prevent its acquisition, PBL
Media, from defaulting on billions of
dollars in loans used to finance the
original deal.

In recent weeks, the company has
been talking with several creditors
about a rescue arrangement, in
which CVC would ante up 325 million
Australian dollars (US$207.5 million)
in return for leniency from lenders
on the approximately A$4.2 billion re-
maining in outstanding loans, accord-
ing to people involved in the discus-
sions. The terms of that offer have up-
set some creditors, precipitating a
possible showdown whose outcome
could set a precedent for other trou-
bled deals in Australia.

PBL is one of Australia’s biggest
media companies, with holdings that
include magazines, television sta-
tions and a sports arena. Billionaire
James Packer, scion of the late media
mogul Kerry Packer, controls 25% of
PBL through his family’s company,
Consolidated Media Holdings. Pat
O’Sullivan, the company’s chief finan-
cial officer, declined to comment.

The PBL deal involves nearly 40
creditors, including a who’s who of
global banks and several hedge
funds. Among them: UBS AG, Credit
Suisse Group, Goldman Sachs Group

Inc., Calyon (the corporate and in-
vestment banking arm of Crédit Agri-
cole SA), ABN Amro NV and several
of Australia’s biggest banks.

No formal offer to revamp debt
terms is on the table. Some creditors,
especially large commercial banks,
are eager to avoid a default scenario,
which could result in their having to
take a charge against earnings for the
bad loans. Other creditors are push-
ing a counterproposal that would re-
quire tougher terms.

A number of bankruptcies in Aus-
tralia in recent months may be en-
couraging some PBL creditor banks
to accept otherwise unfavorable
terms in an effort to avoid a workout
situation. “These things are incredi-
bly closely watched,” said one pri-
vate-equity manager of the PBL situa-
tion. “All private-equity firms, and all
companies, are extremely concerned
about their own debt maturities.”

The investment returns of private-
equity firms, which tend to hold as-
sets over longer periods than do
hedge funds, haven’t had the same
level of scrutiny as hedge funds,
which have recorded double-digit
percentage losses this year. Still, pri-
vate-equity firms are finding them-
selves vulnerable in the credit tur-
moil. Companies they loaded up with
debt while on a buying binge are now
struggling to comply with those loan
obligations.

If situations such as PBL’s aren’t
resolved with creditors, buyout firms

could wind up with steep losses on
these investments.

In recent years, Australia drew in-
terest from Western buyout shops,
which pursued deals in sectors in-
cluding media, aviation and retail.
Last November, Kohlberg Kravis Rob-
erts & Co. teamed up with television
broadcaster Seven Network Ltd. in a
A$4 billion buyout of its media busi-
ness.

To finance its 75% stake in PBL,
CVC paid A$1.5 billion in cash as part
of the A$5.5 billion acquisition. The
deal looked expensive at the time,
creditors said. The debt sum repre-
sented a multiple of between 6.5 and
eight times earnings, considered a
hefty amount even back when the
deal was struck in late 2006.

“When you use a lot of leverage,
everything has to go perfect for you,”
said one private-equity manager. But
the business environment has
changed drastically. Australian me-
dia companies, like global peers,
have suffered from belt-tightening
by advertisers.

PBL’s situation worsened this
summer. According to creditors, in
August, it revealed that it was in dan-
ger of breaching its covenant agree-
ment, which, technically, means it
would be in default. In a covenant
agreement, lenders require the com-
pany to maintain certain financial ra-
tios, such as debt to earnings, at speci-
fied levels as proof of financial
health.
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Norilsk says profit may sink
in ’09 as nickel prices slide

Maersk to divert tankers
away from pirate areas
Detour takes ships
around tip of Africa,
adding weeks to trip

News In Depth

Pfizer Inc.

U.S.-based Pfizer Inc. said Thurs-
day that it has withdrawn its applica-
tion for selling low-dose Viagra with-
out a doctor’s prescription in the Eu-
ropean Union. The world’s largest
drug maker by sales said it still be-
lieves the 50-milligram Viagra pill is
a suitable candidate for nonprescrip-
tion supply through pharmacists in
the EU. But the company decided to
withdraw its application to consider
comments from the regulator’s advi-
sory committee, recognizing that
there were “some concerns” on the
proposed supply of the pill when it
wasn’t prescribed by a physician. Vi-
agra has been authorized in the EU
since 1998 for the treatment of erec-
tile dysfunction. It is available on
prescription as 25-milligram, 50-mil-
ligram and 100-milligram film-
coated tablets.

Air India

Air India has deferred a planned
initial public offering of stock until
global financial markets rebound
and air-travel demand picks up, a se-
nior executive at the state-run air-
line said Thursday. India’s flag car-
rier also plans to finalize a $1 billion
loan in the next two or three weeks
to fund the purchase of 21 Airbus
planes, said S. Venkat, Air India’s ex-
ecutive director in charge of fi-
nance. The world-wide credit
crunch has made it difficult for air-
lines to raise funds even as they
work to cut costs amid a global
downturn. Meanwhile, Mr. Venkat
said Air India has received a bid
from a consortium of Barclays PLC
and Germany’s state-owned devel-
opment bank KfW to provide a loan
of $1 billion to purchase 21 planes
from Airbus. Deutsche Bank AG has
also submitted a bid, he said.

Daily Mail & General Trust PLC

British media company Daily
Mail & General Trust PLC on Thurs-
day posted an 86% drop in net profit
for its fiscal year and said it will try
to cut costs by £100 million
($150 million) in a bid to offset the
industrywide advertising decline.
Despite a 3.4% rise in revenue to
£2.31 billion, net profit for the year
ended Sept. 28 plunged to £16.8 mil-
lion from £122.3 million a year ear-
lier, as the company had to write-
down the value of its regional news-
paper assets amid plummeting ad-
vertising sales. “We are not expect-
ing any recovery in our advertising
market throughout our current fi-
nancial year to next September, in-
deed we suspect it could well get
worse,” said Finance Director Peter
Williams. To manage the bleak news-
paper outlook, the company is tar-
geting savings from a range of mea-
sures including a cover-price in-
crease, lower marketing spending
and a headcount reduction.

Elan Corp.

Irish pharmaceutical company
Elan Corp. Thursday said Carlos V.
Paya, a former Eli Lilly & Co. execu-
tive, will join the company as presi-
dent Tuesday. Mr. Paya will be based
at Elan’s South San Francisco cam-
pus and will lead the company’s sci-
entific, clinical and medical initia-
tives. Elan Chief Executive Kelly Mar-
tin said the hiring reflects Elan’s pri-
orities of “advancing its clinical port-
folio and its scientific opportuni-
ties.” Until now, Mr. Martin held the
joint positions of president and CEO.
At Eli Lilly, Mr. Paya was vice presi-
dent of Lilly Research Laboratories
and global leader of the company’s
diabetes and endocrine platform.

GLOBAL BUSINESS BRIEFSCORPORATE NEWS

A huge payday
Before the crisis, some
chieftains took their money
off the table > Pages 14-15

GlaxoSmithKline PLC

British drug maker GlaxoSmith-
Kline PLC said Thursday it agreed to
buy over-the-counter medicines
from AstraZeneca PLC as it tries to
grow its consumer-healthcare busi-
ness. Glaxo will pay £146 million
($219 million) for AstraZeneca unit
AZ Tika. A month ago, Glaxo an-
nounced its acquisition of Biotene, a
brand of products that treat dry
mouth, for $170 million from closely
held Laclede Inc. AZ Tika’s brands in-
clude Alvedon, a popular analgesic
treatment in Sweden, said Glaxo.
“This will strengthen our regional
position in analgesic medicines, one
of the largest categories in the glo-
bal over-the-counter market,” said
John Clarke, president of Glaxo’s
consumer-healthcare division. AZ
Tika’s net sales last year were about
£27 million.

Impala Platinum Holdings Ltd.

Impala Platinum Holdings Ltd.
on Thursday said it has suspended
its share-buyback plans and will re-
view capital expenditures in light
of the rapid drop in platinum
prices. A day earlier, the Johannes-
burg platinum miner, the world’s
second-largest by production of
the metal, cast doubt on whether it
would proceed with a planned take-
over of smaller mining company
Northam Platinum Ltd. and its ma-
jority owner, Mvelaphanda Re-
sources Ltd. For weeks, analysts
have speculated that the platinum
industry will need to restructure to
confront the global financial crisis
and its knock-on effects on metals
prices. “Cash preservation is the
company’s major focus in the cur-
rent environment,” said Implats.

—Compiled from staff
and wire service reports.

By Elizabeth Cowley

Container-shipping company
A.P. Moller Maersk AS said it will di-
vert some of its oil tankers around
the Cape of Good Hope and transfer
cargo from three local container ves-
sels to faster ships amid the rise in
piracy in the Gulf of Aden.

The Copenhagen-based com-
pany called on the international
community to act on the growing pi-
racy problem in the region as other
shipping companies indicated they
are considering a similar step.

Diverting ships around the south-
ern tip of Africa—rather than the
faster route through the Gulf of
Aden, Red Sea and Suez Canal into
the Mediterranean—will increase
shipping fuel bills and will mean
goods take weeks longer to reach
their destinations.

Maersk Tankers Chief Executive
Soren Skou said that two or three of
its oil tankers will be diverted each
week. “In addition, the cargoes car-
ried on a continuous basis by three
small container ships between
ports in the Gulf of Aden area will be
transferred to bigger, faster ships,”
he said.

Slower ships and vessels that sit
closer to the waterline are most at
risk from pirates.

The company’s move comes af-
ter pirates over the weekend seized
the Saudi-owned Sirius Star oil
tanker, the largest ship yet taken

and the attack farthest away from
Somalia, where many of the pirates
are based. The ship’s owners are ne-
gotiating with the pirates.

Maersk’s tanker diversions will
increase journey times, raising fuel
bills by around 20% to 25%, Mr. Skou
said. Tankers going from the Middle
East to Europe will take 14 days
longer, and to the U.S. eight days
longer than usual.

“Somali pirates are in the pro-
cess of closing down perhaps one of
the most important sea trade routes
in the world,” Mr. Skou said, calling
on the international community to
solve the growing problem. “This is
not something the shipping indus-
try can handle on its own. We need
international solutions, enough
navy assets, cooperation between
fleets,” he said.

Several navies have fleets in the
region and a pirate vessel was sunk
this week by an Indian warship. How-
ever, the pirates’ capture of the Saudi
tanker showed they are becoming
bolder and moving further into the
vast Indian Ocean, which is proving
difficult to police. The commander of
U.S. and allied naval forces off the
coast of Somalia has urged merchant
vessels to sail with armed guards on
board and to travel only within lanes
now patrolled by warships.

Other shipping companies are
warning they may also have to re-
route vessels. Tanker owner Front-
line Ltd., based in Olso, Thursday
said it may also avoid sending ships
through the Gulf of Aden.

Maersk said it has safety and se-
curity measures in place for its ves-
sels that do enter the Gulf of Aden,
and will continue to monitor the sit-
uation.

By Jacob Gronholt–Pedersen

And Alexander Kolyandr

MOSCOW—Russian miner OAO
Norilsk Nickel warned Thursday
that net profit could fall 75% in 2009
and said it will cut its investment
program, trim production and may
even sell some of its overseas units.

Chief Executive Vladimir Strzhalk-
ovsky said the company won’t pay a
dividend in 2009, but declined to pro-
vide an estimate for net profit in
2008. He blamed deteriorating nickel
prices and poor economic conditions
for the change in strategy.

London Metal Exchange nickel
prices have plunged some 81%
since their peak in May 2007.

Next year, nickel output in Rus-
sia will remain close to current lev-
els, Mr. Strzhalkovsky said. The com-
pany expects its 2009 copper pro-
duction in Russia to decrease by 3%
to 5% to between 380,000 metric
tons and 390,000 tons. It also sees
its Russian nickel output declining
by about 1% from 234,000 tons ex-
pected this year.

Norilsk will reduce investment
in its Russian operations to $1.3 bil-
lion in 2009 and may not even reach
the $2 billion planned for this year,
Mr. Strzhalkovsky said.

The miner, which accounts for
about 20% of global nickel produc-
tion and about 3% of copper output,
is prepared to make more dramatic
changes at its overseas units. “No
decision has been made yet, but we
won’t hold up production at foreign
production units that are highly un-
profitable,” said Mr. Strzhalkovsky,
adding that only the divisions in
Finland and Botswana are cur-
rently profitable.

Mr. Strzhalkovsky said Norilsk is
considering selling LionOre Mining
International Ltd., the Canadian
nickel miner it bought in 2007 for
$6.36 billion. Russian aluminum pro-
ducer United Company Rusal,
which owns a 25% stake in Norilsk,
has criticized the acquisition.

“The tendency towards lower
nickel prices is clear, but I don’t
think we’ll see a sharp fall,” Mr.
Strzhalkovsky said.

National Grid PLC

National Grid PLC posted an
82% drop in net profit for its fiscal
first half, weighed down by the fi-
nancing costs of its $12 billion acqui-
sition of U.S. utility KeySpan Corp.
The U.K.-based company, which
owns and operates electricity and
natural-gas networks in the U.K.
and the U.S., said net profit for the
six months ended Sept. 30 plunged
to £423 million ($634 million) from
£2.4 billion a year earlier. Revenue
rose 43% to £6.07 billion. Profits will
be boosted in the second half of the
year once the revenue from Key-
Span, which is a seasonal gas busi-
ness, starts flowing, said Chief Exec-
utive Steve Holliday. The company’s
financial position is strong despite
the credit crisis, said Mr. Holliday.

Saab AB

The office of the Norwegian
prime minister said Thursday the
country decided to buy Joint Strike
Fighter planes made by U.S.-based
Lockheed Martin Corp. rather than
Saab AB’s Gripen jet fighter. The
new F-35 Lightening II JSF planes
will replace Norway’s 48 aging F-16
planes. Norway didn’t mention the
price tag, but said the JSF jets are 6
billion Norwegian kronor ($851 mil-
lion) less expensive than the Gripen
planes. Saab had been working in-
tensely to secure the deal, which was
the largest order the company was
negotiating this year, said Swedbank
analyst Mats Liss. Saab’s efforts to
sell its Gripen jet fighters are widely
considered key to its long-term fis-
cal health. Norway said the JSF
planes are the only ones that meet
operational standards set by its gov-
ernment. Saab’s shares tumbled on
the news. On Thursday, they traded
down 12% at 60.50 Swedish kronor
($7.42), compared with a 1% decline
for the broader Stockholm market.

Sandvik AB

Sweden’s Sandvik AB, the
world’s largest maker of metal-cut-
ting tools, Thursday will lay off
2,400 workers, including 1,500 per-
manent staff, citing weaker de-
mand. The company, which employs
around 50,000 people world-wide,
said the cuts will hit all three of its
divisions. The materials technology
unit will cut 1,500 staff; 600 tempo-
rary workers will leave the mining
and construction division; and the
tooling group will lose 300 tempo-
rary workers. The cuts are in addi-
tion to 380 employees laid off since
the summer. Sandvik gave notice
Thursday to 900 employees in Sand-
viken, where the company is based,
and to 140 in Hallstahammar. The
company is closing a production
unit in Australia.

Associated British Foods PLC

Company to buy sugar unit
from Spain’s Ebro Puleva

Spanish food company Ebro Pu-
leva SA said Thursday it reached a
preliminary agreement to sell its
sugar business to British Sugar, a divi-
sion of Associated British Foods
PLC, for Œ526 million ($659 million).
AB Foods will pay Œ385 million for
Azucarera Ebro. The Spanish com-
pany will also receive Œ141 million in
other compensation, mainly related
to subsidies expected under Euro-
pean Union sugar reforms, and will
be allowed to retain real-estate as-
sets valued at Œ42 million. The deal
came as a relief to investors, who had
expressed concern that tough mar-
ket conditions could prevent the sale.
The deal will provide AB Foods with
its first cane-sugar refinery in Eu-
rope, said AB Foods’s finance chief,
John Bason. The company said it has
reached an agreement with Ebro Pu-
leva but said concluding a binding
deal was not certain. Azucarera
posted sales of Œ434.6 million in the
first nine months of this year.

Voestalpine AG

Austrian specialty steelmaker
Voestalpine AG said Thursday that
its fiscal second-quarter net profit
rose 35% on strong sales and the re-
cent acquisition of Boehler-Udde-
holm, but warned of tough times
ahead in its key business segments.
Voestalpine said its net profit for
the three months ended Sept. 30 in-
creased to Œ257.6 million ($322.7
million) from Œ191.5 million in the
year-earlier period. The earnings
were underpinned by a 17% increase
in sales to Œ3.23 billion from Œ2.76
billion, which the company attrib-
uted to continued strong demand
across operations and an increase in
sales prices. Because of a slowdown
in demand from the auto industry,
the company expects to cut steel
production by between 3% and 5%
by March, Chief Executive Wolfgang
Eder said.
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Am Blend Portfolio A US EQ LUX 11/19 USD 7.37 –49.1 –47.5 –26.9
Am Blend Portfolio I US EQ LUX 11/19 USD 8.61 –48.6 –47.0 –26.3
Am Growth A US EQ LUX 11/19 USD 19.60 –45.1 –42.6 –21.1
Am Growth B US EQ LUX 11/19 USD 16.67 –45.6 –43.1 –21.8
Am Growth I US EQ LUX 11/19 USD 21.53 –44.7 –42.1 –20.4
Am Income A US BD LUX 11/19 USD 6.69 –18.3 –17.4 –7.0
Am Income A2 US BD LUX 11/19 USD 14.07 –18.1 –17.4 –7.0

Am Income B US BD LUX 11/19 USD 6.69 –18.8 –18.0 –7.7
Am Income B2 US BD LUX 11/19 USD 12.22 –18.6 –18.0 –7.6
Am Income I US BD LUX 11/19 USD 6.69 –17.9 –16.9 –6.5
Am Value A US EQ LUX 11/19 USD 5.98 –48.6 –47.1 –27.1
Am Value B US EQ LUX 11/19 USD 5.57 –49.0 –47.7 –27.8
Am Value I US EQ LUX 11/19 USD 6.38 –48.2 –46.7 –26.5
Asian Technology A OT EQ LUX 11/19 USD 7.48 –53.4 –53.7 –30.9
Asian Technology B OT EQ LUX 11/19 USD 6.62 –53.8 –54.1 –31.5
Asian Technology I OT EQ LUX 11/19 USD 8.27 –53.1 –53.3 –30.3
Emg Mkts Debt A GL BD LUX 11/19 USD 10.51 –28.7 –27.8 –11.6
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Emg Mkts Debt B GL BD LUX 11/19 USD 10.51 –29.3 –28.5 –12.5
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Eur Income B EU BD LUX 11/19 EUR 5.36 –19.9 –20.4 –11.8
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Eur Strat Value A EU EQ LUX 11/19 EUR 6.42 –54.0 –52.4 NS
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Gl Balanced (Euro) B EU BA LUX 11/19 USD 10.94 –48.2 –47.6 NS
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Gl Bond A US BD LUX 11/19 USD 8.22 –7.7 –7.4 –1.1
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Gl Bond B US BD LUX 11/19 USD 8.22 –8.6 –8.4 –2.2
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Gl High Yield A2 US BD LUX 11/19 USD 5.53 –35.1 –34.8 –16.2
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Japan Strat Value A JP EQ LUX 11/19 JPY 4423.00 –56.2 –55.4 –34.6
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Citi’s India unit loses CEO
Chief to join KKR
as CitiFinancial
plans 1,000 layoffs

U.S. Large-Cap Blend Equity
Funds that are fairly representative of the U.S. large-cap equity market. At least 75% of total
assets are invested in equities. Ranked on % total return (dividends reinvested) in U.S. dol-
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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

5 Focused Fund UBS Equity Fund USDiLuxembrg –9.42 –9.90 –2.91 NS
Equities USA Flex I B Acc Management Company S.A.

NS SGAM AI EF SGAM Luxembourg USDiLuxembrg –18.70 –20.08–10.63 NS
Renaissance Ins A1 Acc S.A.

5 Sollertia Sollertia Funds USDiIreland –24.46 –23.14–10.71 NS
Gateshore A 2 Acc

5 Warburg Warburg Invest EURiGermany –26.85 –27.59 –8.90 –1.60
US-Diversified-Fonds Acc

NS GAM Multi GAM Fd Mgt EURiBritish VI –29.50 –28.73 –7.88 NS
Nth America EUR Op (Ireland)

4 WEF I US Standard Chartered USDiLuxembrg –30.73 –28.88–12.25 1.33
Equities AU Acc Investment (LUX) S.A.

5 Palatine Banque Palatine EURiFrance –29.48 –29.14–16.11 –2.64
Amérique Acc

NS Référence Lazard Frères EURiFrance –32.57 –31.40–13.54 –0.92
Actions Américaines A/I Gestion

5 Boissy Covéa Finance EURiFrance –33.54 –31.73–13.13 0.36
Actions Américaines Acc

NS JOHCM US J O Hambro Capital GBPiIreland –32.26 –31.84–13.01 NS
Opportunities Instl GBP Acc Management Limited

Japan posts trade deficit; Asia exports fall
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Markets across Asia posted sharp
losses, as Wall Street’s selloff dis-
couraged investors and concern rose
about deflation.

Declines were led by Japan's Ni-
kkei Stock Average of 225 compa-
nies, which fell 6.9%, with Sony Corp.
under pressure in a glum session for

electronics makers
after news that Ja-
pan’s exports con-
tinue to decelerate.

The Nikkei
dropped 570.18 points to 7703.04.
Japanese exports declined 7.7% in Oc-
tober from a year earlier, their big-
gest drop in almost seven years.,

Brokers said the selloff in Tokyo
was driven in part by a meltdown in
the shares of nonlife insurers after
Tokio Marine reported a drop in net
income and a lower full-year outlook
because of losses on equity holdings.
The stock fell 15%.

Sony fell 6.4% and Canon slid 7%,
partly because the yen rose against
the dollar and partly due to data that
showed that Asian consumers were
beginning to cut back.

Hong Kong’s Hang Seng index de-

clined 4%, or 517.24 points, to
12298.56. In Australia, the S&P/ASX
200 ended 4.2%, or 146.70 points,
lower at 3352.90, its lowest closing
level since early 2004. South Korea’s
Kospi ended down 68.13 points, or
6.7%, at 948.69, its eighth consecu-
tive losing session.

Analysts said hedge funds were
forced to sell shares to meet investor
redemptions.

In Hong Kong, property compa-
nies took a beating. Citigroup said in
a research note that the sector will
be out of favor until the global econ-
omy stabilizes.

Property investor Wharf (Hold-
ings) plunged 13%, developer Hang
Lung Properties slid 8.9% and Sino
Land dropped 8%.

In Australia, Rio Tinto led the
commodity sector lower, with its
shares falling 13%.

In South Korea, stocks of finan-
cial firms tumbled due to concerns
about the health of local builders and
banks. Shinhan Financial Group de-
clined 9.7% and KB Financial Group
plunged by the daily limit of 15%.

In China, the benchmark Shang-
hai Composite Index ended down
1.7%, or 33.71 points, at 1983.76.

By Geeta Anand

And Ellen Sheng

MUMBAI—Citigroup Inc.’s siz-
able Indian operation lost its chief ex-
ecutive and expects to lay off more
than 1,000 employees over the next
few months.

Sanjay Nayar, CEO of Citigroup in
India and South Asia, will join Kohl-
berg Kravis Roberts & Co. early next
year, the private-equity firm and Citi-
group said Thursday.

The vast majority of the compa-
ny’s Indian job cuts will come from
CitiFinancial India, its lending arm,
where it plans to gradually trim
1,000 workers over the next few
months, according to a person famil-
iar with Citigroup’s plans.

Citigroup will also cut several
dozen additional positions from its in-
vestment and corporate banks, the
same person said. The layoff plans are
still being finalized and most of the
people who will lose their jobs have
yet to be notified. The expected lay-
offs are part of Citigroup’s recently an-
nounced plan to cut more than 50,000
jobs world-wide.

“We have mentioned previously
that we’re in the midst of restructur-
ing CitiFinancial to provide a more
comprehensive relationship with cli-
ents by offering new products such
as wealth management and insur-

ance,” said Godwin Chellam, head of
corporate affairs for Citigroup in
South Asia. “As part of the move,
some jobs may be made redundant,
but it is too early to speculate on
numbers.”

Citigroup management is trying to
find ways to move laid-off employees
into other jobs at the bank, the person
familiar with the bank’s plans said.
Many are young people only recently
hired, this person said.

Citigroup’s India operations em-
ploy about 7,000 people in retail bank-
ing—including consumer and lending
services—and about 3,000 in corpo-
rate and investment banking.

The company, which recently
sold its Indian back-office opera-

tions employing 12,000 people, is
also looking to unload another part
of its business in India, according to
another person familiar with the
bank’s plans. Citigroup is in discus-
sions to sell its 2,000-person technol-
ogy-services-outsourcing unit, ac-
cording to this person.

Mr. Nayar, Citigroup’s outgoing
India CEO, will become chief execu-
tive of KKR India, a job he begins
early next year. He will be based in
Mumbai, where KKR is planning to
set up an office and recruit addi-
tional staff. At Citigroup, Mr. Nayar
was a member of Citigroup Asia’s ex-
ecutive operating committee and se-
nior leadership committee.

Citigroup said it has appointed
Mark Robinson, a 24-year company
veteran, to succeed Mr. Nayar.

Mr. Nayar’s KKR appointment
comes amid continued interest by
private-equity firms in Asia be-
cause of the region’s relatively
strong growth and debt levels that
are lower than those in the U.S. or
Europe.

“India is now a core part of our
growing global private-equity and in-
vestment platform,” KKR founding
partners Henry Kravis and George
Roberts said. “We believe India’s
compelling demographics, dynamic
economy and culture of entrepre-
neurship will provide superior long-
term investment opportunities.”

India’s vast infrastructure needs
have attracted multibillion-dollar
funds to finance projects. London-
based 3i Group PLC raised $1.2 bil-
lion for its India Infrastructure fund
last year.

By Takashi Nakamichi

TOKYO—Japan reported an unex-
pected trade deficit in October as ex-
ports to Asia weakened for the first
time in almost seven years, raising
the odds of a deeper economic slump
in the fourth quarter.

The country’s exports to China
showed their first drop in nearly
three and a half years during the
month, according to data from the Fi-
nance Ministry. Shipments to the U.S.
and Europe continued to decline as
well.

Japan had a 63.9 billion yen
(US$667.1 million) merchandise-
trade deficit in October, the ministry
said.

Overall exports declined 7.7% from
October last year, marking their first

decline in four months and the big-
gest drop since a 14.5% decline in De-
cember 2001.

The downturn in exports, coupled
with an oil-driven 7.4% rise in the
value of imports, pushed the trade bal-
ance into the red.

The broad weakening of overseas
demand is a bad omen for Japan’s ex-
port-dependent economy, which has
been thrown into a recession by soft-
ening overseas demand amid the
worst global financial crisis in de-
cades.

“The downward momentum in ex-
ports is strengthening at an unexpect-
edly fast pace,” said Taro Saito, senior
economist at NLI Research Institute.

Japanese exports to the U.S. were
down 19% in October. The result
marked the 14th consecutive month

of declines and mirrored weaker de-
mand for Japanese-made engines,
cars and car parts, the ministry said.

The surplus with the U.S. was
down almost 28% to 519.2 billion yen.

Exports to the European Union
were down 17% in October.

“Declines in shipments to Asia are
steeper than we had initially ex-
pected. This suggests that a recession
is spreading to all over the world,”
Mr. Saito said.

In October, exports to Asia slipped
4% year-over-year for the first de-
cline in more than six years. Asian
manufacturers bought fewer Japa-
nese semiconductors and materials
used in the production process, the
ministry said.
 —Takashi Mochizuki

contributed to this article.
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Tokyo shares sink 6.9% as drop
in exports hits electronics firms
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U.S. interventions would yield industrial winners, losers

By Gerald F. Seib

As the economic signs grow ever
more grim, so do the problems fac-
ing the incoming Obama administra-
tion.

That’s one way of looking at
things. Here’s another:

As the eco-
nomic signs grow
ever more grim,
the opportunities
for the Obama ad-

ministration to drive through its
agenda actually are getting better.

The thing about a crisis—and cri-
sis doesn’t seem too strong a word
for the economic mess right now—is
that it creates a sense of urgency. Ac-
tions that once appeared optional
suddenly seem essential. Moves
that might have been made at a lei-
surely pace are desired instantly.

Therein lies the opportunity for
President-elect Barack Obama. His
plans for an activist government
agenda are in many ways being
given a boost by this crisis atmo-
sphere and the nearly universal call
for the government to do something
fast to stimulate the economy.

This opportunity isn’t lost on the
new president and his team. “You
never want a serious crisis to go to
waste,” Rahm Emanuel, Mr. Obama’s
new chief of staff, told a Wall Street
Journal conference of top corporate
chief executives this week.

He elaborated: “Things that we
had postponed for too long, that
were long-term, are now immediate
and must be dealt with. This crisis
provides the opportunity for us to do
things that you could not do before.”

Mr. Emanuel ticked off some ar-
eas where he thought new doors
were opening: energy, health, educa-
tion, tax policy, regulatory reforms.
The current atmosphere, he added,
even makes bipartisanship easier:

“The good news, I suppose, if you
want to see a silver lining, is that the
problems are big enough that they
lend themselves to ideas from both
parties for the solution.” (See a
video clip of Mr. Emanuel’s com-
ments on wsj.com.)

Mr. Emanuel noted, correctly,
that the U.S. largely squandered the
opportunity the oil shocks of the
1970s presented to make serious,
long-term changes in its energy hab-
its—a failure that has returned to
haunt the nation today.

Conversely, history points to ex-
amples of leaders who have used cri-
ses to seize opportunities. Most ob-
viously, President Franklin
Roosevelt took advantage of eco-
nomic trauma in the 1930s to drive
through a new economic agenda, as

did President Ronald Reagan with
his tax cuts in 1981.

The lesson holds true in foreign
policy as well. Only the 1973 Arab-Is-
raeli war, and its shock to the Mid-
dle East status quo, made it possible
for President Jimmy Carter to move
in and negotiate the historic Camp
David peace accords between Egypt
and Israel.

And so it is for Team Obama now.
The risk, of course, is that today’s op-
portunities will tempt the adminis-
tration to overreach, pumping up
government spending so high that
the deficit hangover at the other
end of the cycle is intolerable, or in-
jecting government so far into the
marketplace that bipartisan sup-
port evaporates.

But for now, the call for govern-

ment action is so universal that the
playing field is wide open. With in-
terest rates approaching zero, the
Federal Reserve Board is nearly out
of interest-rate ammunition to stim-
ulate an economy sinking into reces-
sion; Fed policy makers likely are
quietly praying for fiscal stimulus
to start filling the void.

The chief executives gathered at
the Journal conference this week
called for the new administration to
enact a fiscal-stimulus package of at
least $300 billion—perhaps double
the amount of stimulus such a group
likely would have called for just a
few weeks ago.

That creates an opening through
which Mr. Obama can drive a fair
amount of his domestic agenda. Cer-
tainly the field is open for some im-

mediate form of the president-
elect’s middle-class tax cut to be-
come part of a stimulus package.

By the same token, the yearning
for government spending on “infra-
structure” to stimulate economic ac-
tivity creates an opening for the
new president to push the kind of
green projects that fit his call for a
transition to alternative energy
sources, including new kinds of
mass-transit systems. And the
Obama call for government “invest-
ment” in alternative energies will
be easier to turn into reality if it,
too, can be cloaked as part of stimu-
lus spending.

At the same time, as thousands
of additional Americans lose jobs in
the recession that lies ahead, they
also will lose their employer-pro-
vided health insurance and swell
the ranks of the nation’s uninsured.
That will add a bit of rocket fuel to
the Obama call for universal health
coverage. And certainly the broad
dissatisfaction with the way finan-
cial markets were regulated will
make it easier to rebuild regulatory
structures.

The crisis also presents the
Obama team with an opportunity
that isn’t so obvious: using eco-
nomic distress to step back from the
protectionist cliff Democrats edged
toward during the election cam-
paign.

A time of global economic dis-
tress isn’t a good time to construct
barriers to international trade. Con-
versely, it may be a good time to
help both stressed American con-
sumers and distressed developing-
world economies by lowering tariffs
on some goods made abroad. One
test of the Obama administration’s
economic philosophy is whether it
is as eager to take advantage of that
opening as some of the others now
before it.

Crisis presents opportunity for Obama
Activist agenda gets a boost from nearly universal call for government to act quickly; the risk is overreaching

By Jonathan Weisman

From autos to energy to banking,
President-elect Barack Obama is
promising to intervene in the U.S.
economy in ways that Washington
hasn’t tried since the 1970s, favor-
ing some industries and products
while hobbling others.

Under his financial policies,
banks seeking government assis-
tance would be forced to lend and to
halt foreclosures. Automobile com-
panies would be pushed to change
their product lines to more ad-
vanced, fuel-efficient vehicles. Bil-
lions of federal dollars would pro-
mote solar, wind and biomass en-
ergy, while dirty coal power could
be priced out of business. Mr.
Obama, in a video for a climate-
change summit Tuesday, pledged en-
ergy policies that would reduce
greenhouse emissions to 1990 levels
by 2020 and reduce them an addi-
tional 80% by 2050.

“We are in the midst of a mas-
sive reorganization right now in au-
tos but also other areas as well—fi-
nance, information technology. All
of this flows into…the new green
energy economy we are living in, al-
beit in an embryonic stage,” said
former Rep. David Bonior, an
Obama economic adviser and pro-

ponent of a more interventionist in-
dustrial policy in the 1980s. Asked
if this was the industrial policy of
the incoming Obama administra-
tion, he replied: “The answer is
yes.”

Critics and advocates alike see
the re-emergence of government
economic steering that was in
vogue when Japan, South Korea and
Germany embraced it three decades
ago, then discredited after its main
practitioners slipped into deep eco-
nomic funks. Mr. Obama is by no
means an activist in the Japanese
mold, said Douglas Holtz-Eakin, an
economic adviser to John McCain’s
presidential campaign.

But as a whole, policies crafted
to address distinct problems in the
U.S. auto, energy and banking sec-
tors are merging into a broader pol-
icy that would pick some winners
and losers, preserve entire indus-
tries and shape consumer choices.

“We’re backing into industrial
policy in an emergency to correct
massive market failures,” said
Jared Bernstein, an economist at
the liberal Economic Policy Insti-
tute who has worked with the presi-
dent-elect’s economic team.

The Bush administration’s $700
billion Wall Street rescue plan could
be thought of as a state intervention

to preserve U.S. dominance in finan-
cial services, Mr. Bernstein said.
And coming from a conservative Re-
publican administration, the Wall
Street rescue plan opened the gates
to other economic interventions.

What is changing is the un-
abashed nature of the coming inter-
ventions, after decades of denial,

said Fred Block, a sociologist at the
University of California at Davis who
studies public-private partnerships.
Mr. Obama has said future assis-
tance to the banking sector would be
tied to a 90-day moratorium on fore-
closures. Advisers are pushing for
other conditions to ensure tax
money going to the banks would be

lent out, not put into the vaults to re-
capitalize the firms.

Mr. Obama has promised to
throw a financial lifeline to the auto
makers in Detroit, but has said firms
taking the money would have to
change their product lines to empha-
size fuel efficiency. On Tuesday at a
governors’ conference, Mr. Obama
reiterated his intent to cap emis-
sions of greenhouse gases and allow
companies to trade permits to emit
pollutants like carbon dioxide.

Left unsaid was the negative im-
pact those policies could have on
disfavored industries. In the clos-
ing days of the presidential cam-
paign, political opponents of Mr.
Obama brought to light a video-
tape of the Democrat making that
downside clear. In it, the candidate
said that under his policies, “If
somebody wants to build a coal
plant, they can—it’s just that it will
bankrupt them.”

Even some Obama allies are
queasy about Democratic rescue
plans for Detroit. Some Democratic
economists say the notion of put-
ting a government-appointed mem-
ber on the boards of the Big Three
could be worse than useless, as it
might give the illusion of authority
without the actual voting strength
to affect corporate decisions.

Incoming Obama Chief of Staff Rahm Emanuel says the crisis could spur action in areas such as energy, health and tax policy.

President-elect Barack Obama favors financial help for Detroit but would require
car makers focus on fuel-efficient vehicles.

ECONOMY & POLITICS
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By Carolyn Cui

And Aaron Lucchetti

Swiss bank Credit Suisse Group
plans to cut part of its carbon-trad-
ing desk in a restructuring, people
familiar with the matter said.

The numbers aren’t big—the
desk had fewer than 10 people—
with about half or more expected
to leave by early next year. But
many banks have been adding staff
to carbon trading in recent years in
anticipation of rising demand to
buy and sell in a regulated market
for carbon emissions.

Still, Wall Street firms are in cut-
back mode, laying off thousands of
employees. With the financial cri-
sis widening, some firms are recon-
sidering their commitment to vari-
ous businesses in which they aren’t
an industry leader or where big
profits don’t look likely anytime
soon.

Carbon trading involves buying
and selling government-issued al-
lowances that give companies such
as utilities and power generators

the right to emit greenhouse gases.
Developed countries have pledged
to lower emission levels 5.2% from
1990 levels by 2012.

Sluggish economic growth has
taken a toll on banks’ carbon busi-
nesses, as industrial companies
are dumping credits that they
deem are no longer needed while
some emission-reduction projects
are being delayed due to lack of fi-
nancing, often from Wall Street
firms. Carbon prices, measured by
the December 2008 European
Union allowance contracts at the
European Climate Exchange, fell
44% from a high of Œ29.33 ($37) a
metric ton on July 1 to Wednes-
day’s Œ16.33.

At most banks, carbon is a na-
scent business. “When you cut
back a whole spate of businesses,
carbon might get caught in that,”
said Geoff Sinclair, head of carbon
finance and trading with
U.K.-based Standard Bank PLC. “Ev-
eryone is being hit by the credit cri-
sis, but for most participants, it’s
still a healthy business,” said Mr.

Sinclair, adding that his desk “is
still growing cautiously.”

Credit Suisse plans to continue
handling customer trades in car-
bon, but will de-emphasize the cap-
ital-intensive business of creating
and structuring trades in emerging
markets such as China and Indone-
sia.

Morgan Stanley has kept staff-
ing on its carbon desk constant, de-
spite recent layoffs.

At Barclays Capital, a unit of
Barclays PLC and a major partici-
pant in emission trading and
project financing, a spokesman
said that “we continue to grow our
environmental markets business in
response to the needs of our cli-
ents.” Barclays integrated the car-
bon-trading operations of Lehman
Brothers Holdings Inc. after Bar-
clays took over parts of Lehman,
now in bankruptcy proceedings.

Recently, Goldman Sachs
Group Inc. announced it bought a
minority stake in Blue Source LLC,
a Salt Lake City carbon-credit de-
veloper.

By Ann Davis

The volatility in the commodity
markets is proving to be a boon for
Wall Street middlemen, even as
nose dives in the price of oil, grains
and metals have crushed some inves-
tor returns.

Uncertainty over the direction of
these markets and scrambles to un-
wind trades have spawned robust
trading activity for brokers. The big
three commodities dealers—Morgan
Stanley, Goldman Sachs Group Inc.
and the Barclays Capital unit of Bar-
clays PLC—are each on track to post
record or near-record 2008 net reve-
nue, before compensation and tax, of
between $2 billion and $3 billion,
boosting their firms’ bottom lines,
people familiar with their results said.

Banks also turned adversity to
their advantage. At first, it appeared
that Morgan Stanley and Goldman
would suffer as longtime clients such
as oil companies shied away from
trading with brokers facing credit
concerns. But the two firms and their
peers charged handsomely to unwind
trades, according to interviews with
the firms and clients on the other side
of the closeouts. Banks also benefited
when rival dealers closed or dialed
back their commodities trading this
fall, allowing them to charge higher
margins for business with clients
that themselves had spotty credit.

The outlook for next year is uncer-
tain. Commodities bets, and the mar-
gin calls required to hold trading po-
sitions while prices fluctuate, suck
up capital. And there isn’t a lot of cap-
ital to go around. “The market is still
going through this credit re-evalua-
tion period, and everybody is still un-
der some degree of scrutiny,” said Si-
mon Greenshields, Morgan Stanley’s
global co-head of commodities.

Moreover, the volatility at the

heart of this year’s commodities
trading could diminish in 2009. Wall
Street trading desks make a signifi-
cant portion of their revenue from
taking the other side of trades with
clients and then earning a profit, or
spread, when they reduce risk in off-
setting trades.

This year, a large number of en-
ergy producers struck deals to
hedge, or lock in prices for, their fu-
ture energy output. “There clearly
was a rebound over the summer of
producer hedging,” said Edward
Morse, managing director and chief
economist of LCM Commodities in
New York. Some deals were so large
that “only the big institutions could
accommodate it.”

Mexico hedged all of its 2009 oil ex-
ports against a price of oil below $70 a
barrel. People familiar with the mat-
ter said Goldman and Barclays han-
dled the trades for Mexico. The banks
won’t comment on the deal. Typically,
even though a dealer has paid a pro-
ducer a big price, it wipes much of the
risk off its books with offsetting
trades, locking in its own profits.

Hedge funds shrink by largest monthly total

Source: WSJ Market Data Group
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Bank layoffs reach Hong Kong and Tokyo
More jobs threatened
as global companies
tighten their belts

Commodities dealers score
as market volatility reigns

By Ellen Sheng

And Nisha Gopalan

HONG KONG—As the global fi-
nancial crisis continues, banks are
laying off hundreds of employees in
Asian financial capitals Hong Kong
and Tokyo.

So far this year, Asia had been
spared the brunt of world-wide lay-
offs, but more jobs are coming un-
der threat as banks tighten belts
and step up global staff reductions.

Joining the fray, Morgan Stanley
has handed out pink slips to roughly
100, or 6%, of its 1,700 employees in
Hong Kong this week. The layoffs
are part of the firm’s second round
of world-wide staff reductions.

The cuts apparently took their
toll on Morgan Stanley’s prime bro-
kerage in Asia, one of the two larg-
est in the region, which has been
hurt by a hedge-fund slump. A com-
pany spokesman confirmed that
Kurt Baker, the head of Morgan Stan-
ley’s Asian prime brokerage opera-
tion, is leaving the firm.

Morgan Stanley also dismantled
its Asian strategic finance group, led
by Francis Tay, who will be leaving

the bank. Like proprietary trading,
Morgan Stanley’s strategic finance
group invested the firm’s own capi-
tal. Separately, Kelvin Woo, the
firm’s head of emerging markets
fixed income trading, is also leaving.

Morgan Stanley Chief Financial
Officer Colm Kelleher said a week
ago that the company would cut 10%
of its staff in institutional securi-
ties, which includes prime broker-
age, as well as 9% in asset manage-
ment, which manages mutual funds
and other investment instruments.

Only the firm’s wealth manage-
ment division is being spared any

cuts. Staff reductions in the two divi-
sions amount to roughly 5% to 7% of
the total global work force. The firm
last month completed its third
round of cuts in Japan, bringing its
total layoffs there to around 150.

Meanwhile, Goldman Sachs
Group Inc., which said it was cut-
ting 10% of its 32,500 global work
force, recently laid off around 100
staff in Hong Kong.

HSBC Holdings PLC axed 450
jobs across all groups in Hong Kong.
The latest round of job cuts was on
top of some made in September
when the U.K. banking giant cut 100

jobs in Hong Kong from its global
banking and markets division as
part of a world-wide staff reduction
that totaled 1,100.

Citigroup Inc. said it intends to
shed 52,000 staff world-wide and re-
duce expenses by 20%. Some of
those cuts will be in Asia, including
about 1,000 in India as well as a
“small number” of positions in Aus-
tralia.

The vast majority of the cuts in
India will come in its lending arm,
Citifinancial, according to a person
familiar with the cost-cutting plans
that are still being finalized. But the

company's corporate and invest-
ment banking arms will likely also
take a hit with several dozen jobs
lost, the same person said.

Citigroup employs 2,500 people
in Australia across three units: cor-
porate and investment banking, re-
tail banking and wealth manage-
ment. A bank spokeswoman said
there were no plans to close any of
the three business operations in
Australia, and that job cuts were be-
ing made in all areas.

Japan’s Nomura Holdings Inc.,
which is in the process of bedding
down its acquisition of Lehman
Brothers Holdings Inc. in Asia and
Europe, has laid off dozens of
former Lehman bankers, including
30 fixed-income bankers in Japan.

Cuts are particularly concen-
trated in troubled areas such as le-
veraged finance, fixed income,
prime brokerage, proprietary trad-
ing, equities and commodities sales
trading as well as Chinese initial
public offerings.

Merrill Lynch & Co. cut about 100
people from its Asian fixed income
and equities trading desks in Hong
Kong last month as part of a world-
wide staff reduction which elimi-
nated 500 trading staff. The firm
also laid off employees in fixed in-
come, partly due to overlap with its
new owner, Bank of America Corp.
 —Geeta Anand in Mumbai

contributed to this article.

Credit Suisse to trim its carbon desk
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By Kevin Kingsbury

Investors withdrew $40 billion
from hedge funds last month amid
the stock market’s slow-motion
crash. Coupled with $115 billion in
losses, the industry’s assets fell by
the biggest one-month amount on
record, according to Hedge Fund
Research.

The once-hot industry, which
managed $1.56 trillion as of Oct.
31, has seen numerous funds shut
because of big losses this year, and
the number of funds is expected to
be nearly halved to around 5,000
before the dust settles.

The $155 billion drop in hedge
funds’ assets follows a $210 bil-
lion decline in the third quarter.
Year-end redemption requests
from investors, meanwhile, are ex-
pected to be massive.

Funds unwinding positions
amid the looming redemption re-
quests and increased difficulty in
borrowing money have been
among the reasons cited for the
stock market’s swoon over the
past two months.

October’s withdrawals were
broad and resulted in four fund
types seeing net outflows for the

year: equity hedge, event driven,
relative value and macro. The lat-
ter bets on global economic trends
and saw $11 billion in net outflows
for the month even as such funds
are up 4% year-to-date, said
Hedge Fund Research.

Funds of hedge funds saw $22
billion in withdrawals. That
group’s performance is negative
18.5% this year.

Hedge Fund Research said its
composite hedge-fund index fell
6% in October, which was less than
the major U.S. stock indexes.

Over 10 months, the index is
down 16%.
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Iraq weighs security deal
Parliament debates
as critics protest;
vote likely next week

Asian leaders fear frayed U.S. ties

By Gina Chon

BAGHDAD—The Iraqi parlia-
ment on Thursday kicked off official
debate on a security pact between
the U.S. and Iraq, though critics of
the agreement shouted and banged
on tables in an attempt to further de-
lay the discussion.

Speaker Mahmoud Mashadani
also extended the parliament ses-
sion so debate would continue on
Saturday, which means a vote may
take place as late as Wednesday.
U.S. and Iraqi officials had hoped
the vote would occur on Monday, a
day before the parliament was to go
on break for several Muslim holi-
days. But earlier this week, Mr.
Mashadani canceled leave for law-
makers, saying the security pact
was too important.

Discussion on the agreement had
already been delayed for a day after
lawmaker Ahmed Massoudi, who is
loyal to anti-American Shiite cleric
Moqtada al-Sadr, was involved in a
tussle with security guards that
abruptly ended Wednesday’s ses-
sion. On Thursday, he shouted pro-
tests and made time-out gestures
with his hands to stop a second read-
ing of a law that would kick off de-
bate on the security agreement.

But lawmakers in the 30-mem-
ber Sadr bloc, who have been oppos-
ing the agreement, failed to block
the legislation’s progress. “Stop
your jabbering,” Mr. Mashadani, the
speaker, told Mr. Massoudi. “You

are on national TV. The people want
to hear this.”

Approval by 51% of the 275-mem-
ber parliament is the final step for
the deal, which calls for U.S. troops
to leave Iraq by the end of 2011. A se-
curity agreement is necessary to re-
place a United Nations mandate
that expires at the end of this year.
The new agreement would curb
American powers in Iraq, including
allowing Iraqi courts to try U.S. sol-
diers who commit grave crimes
while off duty and off base.

The two biggest blocs in parlia-
ment, the Kurdish Alliance and the
Shiite United Iraqi Alliance, to-
gether have enough votes to en-
dorse the agreement, said lawmaker
Sami al-Askary, a member of the Shi-

ite Alliance and an advisor to Prime
Minister Nouri al-Maliki, also a Shia.
But Mr. Askary told parliament mem-
bers that the blocs want broad sup-
port, referring to Sunnis who have
expressed concern over the deal.

Mr. Mashadani, a Sunni, told the
session that lawmakers from the
Iraqi Accord Front and other Sunni
parliament members had several re-
quests, including ensuring the re-
lease of innocent detainees in U.S.
and Iraqi government custody.

Independent Sunni lawmakers
and the Iraqi Accord Front, an um-
brella group for Sunni political par-
ties, also said they are worried
about Iranian interference in Iraq.
The pact will mean a smaller U.S.
presence, and the strengthening Shi-
ite government has close ties to
Iran. The Sunnis, who hold 47 seats,
said they won’t necessarily reject
the agreement but want more time
to have their concerns addressed.

During Thursday’s debate, Ali al-
Adeeb, a lawmaker and member of
Mr. Maliki’s Islamic Dawa Party, said
the Accord Front’s requests were rea-
sonable and acceptable, and should
be discussed further. But fellow Dawa
party member Haider Abadi criti-
cized the Sunnis for trying to block
the security agreement, an accusa-
tion the Sunnis denied. Iraqi govern-
ment and U.S. officials have been lob-
bying Sunni politicians to support
the pact, and that effort is expected
to continue until the vote occurs.

Mr. Adeeb also defended the secu-
rity pact, saying it stripped U.S. of
unilateral control over military oper-
ations and detainees, and also set a
firm date for withdrawal of U.S.
troops. “If we extend the United Na-
tions mandate, we would have the
same chaos as now and the U.S. could
arrest anyone they wanted,” he said.

Pakistan protests U.S. missile strike

Taliban regains influence
in southern Afghanistan

By John D. McKinnon

WASHINGTON—Heads of 21 Pa-
cific Rim countries will gather in
Peru this weekend for their annual
summit, with many growing in-
creasingly worried that U.S.-Asian
economic ties are about to unravel.

A global recession, rising pro-
tectionist sentiment and Demo-
crats’ recent election successes are
combining to raise concerns over a
possible chill in trans-Pacific rela-
tions. Among the specific steps
Asian leaders fear: increased U.S.
pressure on China to raise the valu-
ation of its currency; postpone-
ment of a long-sought U.S.-Korea
free-trade agreement; congres-
sional passage of antitrade legisla-
tion; and stronger U.S. efforts to
hold Asian economies to strict
greenhouse-gas limits that could
choke their economic growth.

U.S. President George W. Bush,
attending his last summit as head
of state, will try to reassure Asian
leaders about the outlook, suggest-
ing the U.S. will remain supportive
of trade and development ties even
after he leaves office in January.
Mr. Bush leaves Friday for the two-
day trip to Lima for the annual Asia-
Pacific Economic Cooperation
meeting. The group, known as
APEC, promotes trade and busi-
ness development in the region.

Mr. Bush “is going to APEC to
demonstrate that the U.S. is com-
mitted to the Asia-Pacific region,”
said Gordon Johndroe, a White
House spokesman.

At this year’s APEC summit,
leaders are expected to focus on
the effects of the global financial
meltdown, and they likely will sign
on to the remedies recently en-
dorsed by the Group of 20 major

economies. APEC leaders also
could take steps to support free
trade—for example, by pushing for
a global trade-liberalization pact,
as well as for a trans-Pacific free-
trade area.

But both those trade proposals
face uncertain prospects at best,
particularly in the current eco-
nomic environment. And Asian lead-
ers aren’t likely to be reassured by
Mr. Bush’s optimism.

Just this week, U.S. President-
elect Barack Obama suggested he
will increase pressure on some Asian
countries that have long sought to
avoid international curbs on green-
house gases linked to global warm-
ing.

“My presidency will mark a new
chapter in America’s leadership on
climate change,” Mr. Obama said in
a taped address to a summit of U.S.
governors.

Holding a poster of Iraqi Prime Minister
Nouri al-Maliki, an Iraqi woman in Kut
shows support for the Iraq-U.S. pact.
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Afghans check the debris of a house that was destroyed Oct. 15 during an attack
by Taliban militants on police checkpoints in southern Afghanistan.
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ISLAMABAD, Pakistan—Paki-
stan summoned the U.S. ambassa-
dor Thursday to protest a suspected
American missile strike deep inside
its territory as militants threatened
revenge attacks unless the cross-
border raids stop.

The anger came as NATO forces
in Afghanistan said Pakistan’s mili-
tary had responded to a request to
attack insurgents on its side of the
border, the latest example of what

the alliance says is growing coopera-
tion along the frontier.

Meanwhile, a suicide bomber at-
tacked a mosque in the border region
of Bajaur where pro-Pakistan govern-
ment tribesmen were praying, killing
four and wounding four, said Fazal
Rabi, a tribal police officer.

Pakistani authorities are encour-
aging local residents in the tribal re-
gions to form militias to drive out the
militants, who have responded by at-
tacking them. The U.S. has staged

some 20 missile strikes and at least
one commando assault inside Paki-
stan since August, a barrage seen as a
sign of Washington’s frustration
with the inability of its nuclear-
armed ally to curb militants blamed
for rising attacks in Afghanistan.

Prime Minister Yousuf Raza Gi-
lani on Thursday denied speculation
Islamabad has a secret deal with the
U.S. allowing the attacks, and said he
expects them to stop when Presi-
dent-elect Barack Obama takes over.

By Yochi J. Dreazen

And Siobhan Gorman

WASHINGTON—The Taliban are
setting up courts and other local-
government institutions across
southern Afghanistan, challenging
U.S. efforts to pacify the country
and bolster the authority of the cen-
tral government in Kabul.

Senior American military offi-
cials said the Taliban run roughly
two dozen law courts in southern Af-
ghanistan, one of the armed Islam-
ist group’s main strongholds. Draw-
ing on a fundamentalist interpreta-
tion of Islamic law, the courts work
to resolve conflicts over property,
grazing rights and inheritances, the
officials said.

The Taliban have also appointed
unofficial governors and mayors to
exercise day-to-day control over re-
mote areas, amounting to a parallel
government independent of Kabul,
according to the U.S. officials.

“I do see the attempts in many ar-
eas by the Taliban to exert intimida-
tion and exert control,” Gen. David
McKiernan, the top U.S. commander
in Afghanistan, said in remarks
Tuesday at the Atlantic Council, a
Washington think tank. “They do
try to have shadow governors or
court systems.”

The Taliban have regained con-
trol in these pockets despite seven
years of American attacks and the
presence of more than 50,000 U.S.
and North Atlantic Treaty Organiza-
tion troops. There are thousands of
U.S. and British troops in southern
Afghanistan, but American com-
manders say they don’t have enough
forces to prevent the Taliban from
controlling territory there.

Afghanistan’s ambassador to
the U.S., Said Tayeb Jawad, said in
an interview that the Taliban is ex-
panding its reach into Afghans’
daily lives.

“It is a disgrace that seven years
after the beginning of the military
operations in Afghanistan we are
seeing a U-turn back to how the situ-
ation was before Sept. 11,” he said.

U.S. policy makers say they hope
the planned infusion of 20,000 addi-
tional U.S. forces next year will re-
verse the trend.

At least 152 U.S. troops have died
in Afghanistan this year, the most
since the war began in 2001. Thou-
sands of Afghan civilians have also
been killed.

Adm. Mike Mullen, the chairman
of the Joint Chiefs of Staff, told re-
porters Monday that Taliban activ-
ity at the local-government level ap-
pears to be rising.

The first indications that the Tali-
ban were taking on government
functions appeared more than a
year ago and picked up this summer,
said Henry Crumpton, a former se-
nior CIA and State Department coun-
terterrorism official. He said the
functions include running courts
and collecting taxes.

Two senior U.S. military officials
in Afghanistan said the Taliban cre-
ated their courts by abolishing the
tribal judicial systems that have
long settled disputes in poor, conser-
vative regions.

The Taliban used a similar ap-
proach in the 1990s, when they rose
to power by using force to bring a
measure of order to unstable re-
gions of the country.

The officers said militants threat-
ened tribal leaders in villages and
killed those who wouldn’t step
aside.

“Taliban ‘courts’ benefit the Tali-
ban by undermining traditional Af-
ghan social mechanisms for conflict
resolution…and replacing them
with their own authority based on a
radical interpretation of Islam,” a se-
nior U.S. military officer in southern
Afghanistan said.

The Taliban shadow govern-
ments now handle everything from
land disputes to divorces, the offic-
ers said. In the south, Taliban mili-
tants are extorting money—which
they describe as a tax—from truck-
ers and other merchants who ferry
products across provincial bound-
aries, according to U.S. officials.

“In a very real sense, the Taliban
has become engaged in competitive
state-building with the Afghan gov-
ernment and NATO—though focus-
ing more on security and justice
than reconstruction,” said Rand
Corp. expert Seth Jones in an email
from Afghanistan.

The U.S. officer in southern Af-
ghanistan said he believed the Tali-
ban would eventually lose support
in the remote villages because of
their inability to provide basic ser-
vices such as water and electricity.

Gen. McKiernan said the Taliban
“certainly do not bring with them
any incentives to a community.”

“What they do bring is fear and
intimidation,” he said.

Associated Press
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By Joe Parkinson

Official figures published
Thursday show U.K. retail sales
beat analysts’ expectations
again in October, but retailers,
economists and policy makers
don’t seem so sure.

According to the U.K.’s Office
for National Statistics, which
takes a larger sample of retailers
than other surveys, the volume
of retail sales in U.K. stores de-
clined 0.1% in October versus the
prior month and rose 1.9% com-
pared with October 2007, signifi-
cantly stronger than the 1%
monthly drop and 1.3% annual
rise forecast by economists.

That raised eyebrows among
top U.K. retailers, who have
launched bumper pre-Christmas
sales to boost spending at what is
traditionally their busiest time of
year. Marks & Spencer Group cut
prices by 20% for one day Thurs-
day, while Arcadia Group an-
nounced sales at its Dorothy Per-
kins, Wallis, Evans and Burtons
chains, and department store De-
benhams cut prices by 25% for
three days beginning Thursday.

Economists, too, are scratch-
ing their heads over the resilient
sales data, which has consis-
tently topped forecasts since the
credit crunch gripped markets
last year. David Page, an econo-
mist at Investec, said the ONS fig-
ures would be met with “disbe-
lief” by many U.K. retailers, who
are struggling to maintain reve-
nues as consumers tussle with
the impact of higher prices and
plunging confidence.

“There has been skepticism
about the official figures for a
while now, and I’ve still had no
satisfactory explanation about
why there is such a discrepancy
with other data,” Mr. Page said.

Members of the Bank of Eng-

land’s rate-setting committee
also have expressed doubts
about the continued sales
strength. “Retailers reported
that fewer consumers were treat-
ing shopping as a leisure activ-
ity, reflected in reductions in
both impulse spending and visi-
tor numbers at major shopping
centers,” the central bank stated
in a regional survey Wednesday.

That chimes with more down-
beat data from business groups.

Last week, a British Retail Con-
sortium survey showed total retail
sales falling at the fastest pace in
4µ years in October. The latest
data from the Confederation of
British Industry also showed retail
sales in sharply negative territory.

Stephen Robertson, director-
general of the retail consortium,
said official figures stood in “stark
contrast” to what he was hearing
from retailers. “Given customers
and retailers are being squeezed
by a whole range of costs and con-
sumer confidence at record lows,
few retailers are telling me con-
sumers are spending more,” he
said in a statement responding to
the ONS figures Thursday. “The
boss of a leading retailer told me
things haven’t been this bad since
the early 1990s.”

Retail-sales data
provoke ‘disbelief’
U.K. stores hold major sales

as other evidence suggests

crisis is spooking shoppers

Iceland bailout aid to double
British, Germans,
Dutch add $5 billion
to the IMF’s package
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By Ragnhild Kjetland

And Sara Schaefer Muñoz

EDINBURGH—Royal Bank of
Scotland Group PLC shareholders
approved another capital increase
that the U.K. government hopes will
leave the bank more resilient in an
extreme economic downturn.

The proposal to raise £20 billion
($30 billion) by issuing £5 billion in
preference shares directly to the
U.K. Treasury and a further £15 bil-
lion in ordinary shares was ap-
proved by a 99% majority.

Because the bank’s stock has con-
sistently traded below the issue
price of 65.5 pence (98 cents) a
share in recent weeks, RBS share-
holders aren’t expected to buy into
the share issue, leaving 58% of the
company in the U.K. government’s
hands. The placement of the shares
will be announced Nov. 28.

Thursday was the first time
Chief Executive Fred Goodwin and
Chairman Tom McKillop had faced
shareholders since the latest capital
increase was announced in mid-Oc-
tober.

Mr. Goodwin, who has been cred-
ited with expanding the bank into a
global presence during his years
leading the bank but who has been
blamed for an aggressive strategy
that eventually landed RBS into
trouble, is being succeeded by
former British Land Co. Chief Execu-
tive Stephen Hester. The move was
effective Friday.

“I’m extremely sorry that this
came about, and I’m extremely sad
to be leaving the company during
these difficult times,” Mr. Goodwin
said.

Sir Tom also apologized. “I, as
the chairman of RBS Group, both
personally and in the office I hold,
am profoundly sorry about the posi-
tion we have reached.”

RBS’s capital increase is its sec-
ond this year. In the spring, it raised
£12 billion to prop up a balance
sheet that had been stretched thin
by write-downs on credit invest-
ments and by the acquisition of ABN
Amro Holding NV.

The RBS shareholder vote comes
after Lloyds TSB Group PLC share-
holders Wednesday approved the
takeover of HBOS PLC and a plan to
raise £5.5 billion, also with the sup-
port of the U.K. government. HBOS
shareholders will vote on an equiva-
lent capital increase and on the
Lloyds takeover Dec. 12.

Barclays PLC, meanwhile, will
hold a meeting in London Monday
to vote on raising capital from Mid-
dle East investors that could end up
owning as much as 32% of the bank.

The capital increases were an-
nounced last month after the U.K.
government decided the four banks
would have to operate with elevated
capital levels to withstand the mar-
ket turmoil and economic down-
turn.
 —Marietta Cauchi

contributed to this article.

RBS gets backing to raise
$30 billion in new capital
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By Joel Sherwood

And Tom Barkley

STOCKHOLM—The interna-
tional aid package for Iceland is set
to double to more than $10 billion,
with the U.K., Germany and the Neth-
erlands adding roughly $5 billion to
a $5.1 billion package Iceland said it
has secured, according to a Finnish
finance official.

The total aid package will reach
an estimated $10.2 billion, said
Martti Hetemäki, undersecretary at
Finland’s finance ministry. Iceland
officials weren’t available to con-
firm details of the aid package
Thursday.

While the loans from the Interna-
tional Monetary Fund and the Nor-
dic countries are aimed at support-

ing Iceland’s tottering economy, the
British, Dutch and German loans
likely will be intended to free up
cash so Iceland can repay the money
owed to foreign depositors in Icelan-
dic banks that have collapsed.

Poul Thomsen, deputy director in
the International Monetary Fund’s
European department and the IMF’s
mission chief for Iceland, said a key
objective of the financing for Ice-
land’s economy would be to stabilize
its currency, the krona. Unless that
happens, the country could suffer a
“wave of defaults” because a large
share of Icelandic debt is linked to
the exchange rate or indexed to infla-
tion, Mr. Thomsen said.

Iceland will adopt a combination
of a tight monetary policy and re-
strictions on capital outflows, he
said, while allowing movement of
current-account-related flows. The
central bank is also intervening in
the currency market to keep out-
flows from weighing on the krona.

Other goals of the IMF’s $2.1 bil-
lion loan, which the fund’s executive

board approved on Wednesday, are
restoring investor confidence, shor-
ing up the banking system, and en-
suring fiscal stability, he said.

Germany, the Netherlands and
the U.K. said in a statement that
they welcomed the IMF’s aid pack-
age and Iceland’s commitment to
meet its obligations to customers in
their countries.

A representative for the Dutch
Ministry of Finance said it will lend
Iceland about Œ1.3 billion ($1.63 bil-
lion), which should be used to repay
Dutch customers of Iceland-based
online bank Icesave.

A U.K. government official indi-
cated that the total amount that the
local branch of Icesave owed to U.K.
depositors was about £2.2 billion,
and said any “pre-financing” loan to
Iceland would be the “first step” in re-
covering that money.

The U.K. treasury is already re-
paying savers who have been locked
out of their Icesave accounts.

“The details for Germany’s finan-
cial support for Iceland have to be fi-
nalized in the coming days,” German
Finance Ministry spokeswoman
Jeanette Schwamberger said.

Separately, the central banks of
Sweden, Norway and Denmark said
they were extending their Œ500 mil-
lion swap facilities with Iceland, now
that the country has been granted
IMF funds. The agreements allow Ice-
land’s central bank to draw euros in
exchange for Icelandic kronur.
 —Andrea Thomas in Berlin,

Ykje Vriesinga in Amsterdam and
Laurence Norman in London

contributed to this article.

Debenhams and other U.K. retailers
held pre-Christmas sales this week.

Lead the Way Forward at Global Mobile Awards 2009
Official Call for Entries. The GSMA’s Global Mobile Awards 2009 are among the most coveted prizes in the mobile industry. The Awards are
now open for entry to companies across the mobile eco-system that develop and deliver compelling products, content and services for more than
3 billion users around the world. In addition to the Mobile Entertainment awards, this year’s programme features several new and exciting
categories such as:

■ Best Mobile Money Services ■ Best MobileTV Service
■ Best Mobile Internet Services ■ Green Mobile Award

Presentation of the Global Mobile Awards will take place at the world’s leading communications event, the Mobile World Congress in Barcelona
on Tuesday, 17 February 2009. The entry deadline is Friday, 28 November 2008.

Enter now at: www.globalmobileawards.com/entry

Platinum Sponsor Category Sponsor Platinum Media Partners Gold Media Partners

T H E WA L L ST R E ET JOU R NA L . FRIDAY - SUNDAY, NOVEMBER 21 - 23, 2008 19




