
Wealthy clients of Swiss bank
UBS are coming forward to make
amends with tax authorities, in
a sign that U.S. efforts to battle
offshore tax evasion and dent
Switzerland’s bank secrecy are
having the desired effect. Page 1

n Treasury chief Paulson
could tap the second half of
the U.S. $700 billion financial-
industry rescue fund and roll
out new programs. Page 3

n New data illuminated the
euro zone’s woes as business ac-
tivity contracted further. Job-
lessness could accelerate. Page 2

n U.K. economic troubles pose
a tough challenge for Treasury
chief Darling as he presents his
spending plans. Page 2

n Members of GM’s board are
willing to consider “all options,”
including an eventual bankruptcy-
protection filing, which CEO
Rick Wagoner opposes. Page 4
n GM cost cuts are visible at
the microscopic level, from
cheaper pencils to elimination
of voice mail at plants. Page 4

n Citigroup officials hope the
U.S. will signal its support with
a public statement or a small
infusion of capital as the bank’s
share price plunges. Page 19

n Fund managers shift strategy
in Europe, giving more weight
to dividends and less to earn-
ings-based valuations. Page 19

n Wal-Mart said CEO Scott is
retiring and named Mike Duke,
who heads the international op-
erations, to succeed him start-
ing in February. Page 9

n Bank of Ireland received un-
solicited approaches and Irish
Life is in talks with EBS on
“working together.” Page 22

n Heinz reported a 22% jump
in net, helped by price in-
creases, and said it will focus
on conserving cash. Page 7

n Mining is one of two areas
of the U.S. private sector that
added jobs in October, and that
makes a difference in places
like Appalachia. Page 8

Obama’s stimulus plan
to exceed $500 billion
U.S. president-elect
to move aggressively
to boost economy

UBS clients
seek amnesty
on U.S. taxes

Obama is preparing a new plan
to stimulate the U.S. economy
with over $500 billion in spend-
ing and tax cuts, aides and ad-
visers said, far more aggressive
than anything envisioned dur-
ing the campaign. His aides are
working with Democratic leaders
to have a bill ready for him to
sign soon after his inauguration.
On Monday, Obama will name
part of his economic team. Page 1

n France’s Socialist Party is
struggling to pick a new leader
and mount a comeback as the
opposition to Sarkozy. After two
days of voting, party members
still haven’t chosen between two
very different candidates. Page 3

n An ex-ally of Georgia’s Saak-
ashvili who is seen as the stron-
gest contender for his position
founded a new party, increas-
ing pressure on the president
to call early elections. Page 11

n Pakistan said a British mili-
tant suspected in a plot to blow
up trans-Atlantic flights in 2006
was believed to have been killed
by a U.S. missile strike. Page 12

n Obama pledged in a phone
call to increase U.S. aid to Af-
ghanistan, Karzai’s office said.

n Bush sought to build momen-
tum for a proposed trans-Pa-
cific free-trade pact at the
APEC summit in Peru, creating
a dilemma for Obama. Page 12

n The Dalai Lama warned of
Tibet’s uncertain future under
Chinese rule, a day after a con-
clave decided to uphold his goal
of broader autonomy through
peaceful dialogue. Page 12

n The U.S. military arrested
14 suspected militants from two
groups with alleged links to
Iran in raids across Baghdad.

n Russia’s lower house gave
its final approval to a bill ex-
tending the presidential term
to six years from four years.

n Austria’s center-left Social
Democrats and the conserva-
tive People’s Party agreed to
form a governing coalition.

n Palestinian President Abbas
said he would call elections early
next year if Hamas doesn’t open
reconciliation talks with him.

n Guinea-Bissau’s president
survived an attack by renegade
soldiers on his home, officials
said. At least one guard died.
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Banks placed big bets
against Morgan Stanley

Lawrence Summers, left, will be named Monday as the head of President-elect
Barack Obama’s National Economic Council.

Wealthy clients of Swiss bank
UBS AG are coming forward to make
amends with tax authorities, in a
sign that U.S. efforts to battle off-
shore tax evasion and dent Switzer-
land’s bank secrecy are having the
desired effect.

Moved to take action after a
former UBS private banker was in-

dicted and spilled valuable secrets,
the UBS clients are hiring tax law-
yers and pursuing amnesty through
an Internal Revenue Service volun-
tary disclosure program. The pro-
gram allows U.S. citizens to avoid
criminal prosecution if they ac-
knowledge evasion and agree to pay
taxes and penalties. The clients’ ac-
tions are a boon for the IRS, which
lacks the staff to go after about
20,000 U.S. citizens who U.S. author-
ities say worked with UBS private
bankers to avoid taxes.

The moves come as UBS, U.S. au-
thorities and the Swiss government
have accelerated talks aimed at re-
leasing data on the offshore ac-
counts of U.S. taxpayers, people fa-
miliar with the matter said. Mean-
while, the IRS is considering a na-

Please turn to page 31
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Not default swaps’ fault
Regulators are determined to
find a culprit, but CDS markets
aren’t the problem. Page 15

Two days after Lehman Brothers
Holdings sought bankruptcy protec-
tion, an explosive rumor spread
that another big Wall Street firm,
Morgan Stanley, was on the brink of
failure. The chatter on trading desks
that Sept. 17 was that Deutsche
Bank AG had yanked a $25 billion
credit line to the firm.

That wasn’t true, but it helped
trigger a cascade of bearish bets

against Morgan Stanley. Chief Exec-
utive John Mack complained that
profit-hungry traders were sowing
panic. Yet he lacked a critical piece
of information: Who exactly was be-
hind those damaging trades?

Trading records reviewed by The
Wall Street Journal provide a par-
tial answer. It turns out some of the
biggest names on Wall Street—Mer-
rill Lynch & Co., Citigroup Inc., Deut-
sche Bank and UBS AG—were plac-
ing large bets against Morgan Stan-
ley, the records indicate.

They did so using complicated fi-
nancial instruments called credit-
default swaps, a form of insurance
against credit losses.

A close examination by the Jour-
nal of that trading also reveals the
swaps played a critical role in magni-

fying bearish sentiment about Mor-
gan Stanley, in turn prompting trad-
ers to bet against the firm’s stock by
selling it short.

The interplay between swaps
trading and short selling acceler-
ated the firm’s downward spiral.
This account was pieced together
from the trading documents and
more than six dozen interviews with
Wall Street executives, traders, bro-
kers, hedge-fund managers, regula-
tors and investigators.

For years, sales of credit-default
swaps were a profit gold mine for
Wall Street. But during those tumul-
tuous few days in mid-September,
the swaps market turned on Mor-
gan Stanley like a financial Franken-
stein’s monster. The market became
a highly visible barometer of the
Panic of 2008, fueling the crisis that
ultimately prompted the govern-
ment to intervene.

Other firms also were trading
Morgan Stanley swaps on Sept. 17:
Royal Bank of Canada, Swiss Re,
and hedge funds including King
Street Capital Management LLC
and Owl Creek Asset Management
LP. Pressure also mounted on an-
other front. There was a surge in
“short sales”—bets against the
price of Morgan Stanley’s stock by
large hedge funds including Third
Point LLC. By day’s end, Morgan
Stanley’s shares were down 24%,

Please turn to page 30

President-elect Barack Obama is
crafting a new plan to stimulate the
ailing economy with more than
$500 billion of federal spending and
tax cuts, Obama aides and advisers

said Sunday, a far more aggressive
initiative than anything envisioned
during the election campaign.

His aides are working with Demo-
cratic leaders in Congress to have a
bill ready for him to sign within
days of his Jan. 20 inauguration.

The stimulus work is part of an
intensifying effort by Mr. Obama to
reassure jittery financial markets
that he won’t wait two months until
moving into the White House to be-
gin filling the policy vacuum that ap-
pears to have emerged in the period
between his election and President
George W. Bush’s departure from of-
fice.

Monday morning, the president-
elect will hold a news conference to
introduce part of his economic team

and to promise fast action to ad-
dress the economic and financial cri-
ses, aides said. The message will be
that “this is an extraordinary time,
and extraordinary responses are go-
ing to be needed,” one aide said.

Mr. Obama will also seek to calm
financial institutions by offering ex-
plicit assurances that his adminis-

tration will honor all commitments
already made by the Bush adminis-
tration through the $700 billion
Wall Street bailout fund, even if
there may be changes to the pro-
gram down the road. Some borrow-
ers have feared that the Democratic
administration might try to renego-

Please turn to page 31
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What’s News—
Business & Finance World-Wide

How to survive during
the age of insecurity
WEALTH BULLETIN

Russia’s central bank runs
the risk of a ruble panic
HEARD ON THE STREET | PAGE 20

Money & Investing > Page 19

By Susan Pulliam,
Liz Rappaport, Aaron
Lucchetti, Jenny Strasburg
and Tom McGinty

By Jonathan Weisman,
Jon Hilsenrath and
Deborah Solomon

By Carrick Mollenkamp in
Zurich and Evan Perez in
Washington, D.C.

Markets
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Euro-zone outlook dims
for business, jobs, GDP
Purchasing index
points to slowdown;
rate cut is expected

By Alistair MacDonald

LONDON—U.K. Treasury Chief
Alistair Darling will have to strike a
delicate balance Monday when he
presents his spending plans. With
the economy in deep trouble and
people looking to the government
for help, his goal will be to offer a
crowd-pleasing fiscal boost without
prompting investors to run for the
exits.

On the world stage, the U.K. has
been among the most vocal propo-
nents of relying on government
spending to counter economic mal-
aise. But with investors increas-
ingly concerned about the govern-
ment’s ability to balance its budget,
it will likely have to settle for a
smaller stimulus than the multibil-
lion-dollar packages announced by
countries like the U.S., Spain and
China.

In his so-called prebudget re-
port, Mr. Darling is likely to predict
a sharp but short economic down-
turn and announce a stimulus pack-
age that will be valued at about 1%

of annual economic output, people
familiar with the matter say. The
package is likely to include an exten-
sion of income-tax cuts for low-in-
come families announced in May
and the acceleration of billions of
pounds of large spending
projects, for transport in
particular.

The government is also
likely to cut the U.K.’s value-
added tax to 15% from the
current 17.5% for a period
of as long as a year, and
postpone a new fuel tax
and a planned increase in
taxes on small to midsize
enterprises.

Prime Minister Gordon
Brown also has promised
new measures to help small busi-
nesses get loans. Efforts could in-
clude extending an existing £360
million ($531 million) initiative
guaranteeing 75% of the loans of
small businesses, among other mea-
sures.

“To fail to act now would be not
only a failure of economic policy,

but a failure of leadership,” Mr.
Brown plans to say in a speech to
business leaders Monday, accord-
ing to a transcript. Mr. Darling
hopes to pay for the stimulus in part
through sales of state assets and effi-

ciency gains in government
offices, a person familiar
with the matter said.

Underscoring the U.K.’s
financial challenges, the
Treasury said Thursday
that the budget deficit
more than doubled to £23.3
billion in the seven months
ended October, from £9.5
billion in the correspond-
ing period last year. Econo-
mists predict the budget
deficit will reach 6.5% of an-

nual economic output next year—
one of the widest deficits among de-
veloped nations.

In a measure of how interna-
tional investors have lost confi-
dence in the U.K., the pound has
fallen by about 25% against the dol-
lar this year and almost 14% against
the euro.

U.K. economy offers no easy fix

CORRECTIONS &
AMPLIFICATIONS

INDEX TO BUSINESSES

By Emma Charlton

LONDON—Fresh data pointed to
a sharp downturn in euro-zone busi-
ness activity and suggested jobless-
ness will accelerate.

In November, the euro-zone com-
posite Purchasing Managers’ index
dropped to the lowest level in its
10-year history, research group Mar-
kit Economics said Friday.

“This is truly awful data—the
manufacturing sector has been
slammed by dwindling foreign de-
mand alongside weakening domes-
tic demand,” said Matthew Shar-
ratt, an economist at Bank of Amer-
ica in London. “What’s more, the ser-
vices sector will be hit just as hard
in the months to come, pushing un-
employment higher,” he said.

The index—which measures pri-
vate-sector activity in a survey of
about 4,500 manufacturing and ser-
vices businesses across the euro
zone—dropped to 39.7 in November
from 43.6 a month earlier.

The development makes it al-
most certain that the euro zone’s
gross domestic product will con-
tract in the fourth quarter, for a
third consecutive quarter of shrink-
ing output.

Adding to the bleak outlook, the
German Finance Ministry on Fri-
day issued a forecast that the coun-
try’s economic downturn will con-
tinue into next year and jobless-
ness will rise.

The euro zone’s jobless rate
held steady in September at 7.5%,
according to the EU’s statistics
agency, but some economists pre-
dict the unemployment rate could

reach double digits. “Hitting 10%
by the end of next year is certainly
a very real possibility,” said Ben
May, an economist at Capital Eco-
nomics in London.

Nevertheless, European Compe-
tition Commissioner Neelie Kroes,
warned that Europe’s politicians
must resist illegally subsidizing
their struggling car industries in
the face of the recession, saying it
would only make matters worse.

European car makers have called
for Œ40 billion in loans, but the Euro-
pean Commission, the EU’s execu-
tive arm, says any aid would have to
be targeted and temporary. Germany
is considering giving Opel, a unit of
General Motors Corp., Œ1 billion in
state guarantees for loans that
would reduce its borrowing costs.

“Any recession will be shorter
and shallower” if trade between Eu-
ropean countries can continue with-
out undue state intervention, Ms.
Kroes said at a state-aid conference
in Brussels.

Friday’s economic news bolsters
expectations the European Central
Bank will cut its key rate again next
month, by at least 0.5 percentage
point to 2.75%, and could go lower in
2009. The ECB has cut its rate by a
full percentage point since October.

“Euro-area monetary policy in
my view has enough leeway for fur-
ther easing if necessary,” Bundes-
bank President and ECB Governing
Council Member Axel Weber said
Friday in Frankfurt.

Separately, the ECB expanded its
operations to help Central Euro-
pean banks gain access to euros
amid the squeeze in the markets
where banks lend to one another.
The ECB said it has set up a Œ10 bil-
lion lending facility for the Polish
central bank.

Gordon Brown

LEADING THE NEWS

INDEX TO PEOPLE

A new low
Euro zone’s composite purchasing 
managers index - a measure of 
total private sector activity

Source: Markit Economics
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Former Federal Reserve gover-
nor Laurence Meyer projects that ex-
cluding the impact of potential fiscal
stimulus and lower interest rates, out-
put will contract at a 4% annualized
rate in the fourth quarter and a 2%
rate in the first quarter, and the job-
less rate will exceed 8% by the end of
2009. A Money & Investing article on
Thursday failed to note that the fore-
cast excludes the impact of fiscal stim-
ulus or rate cuts.

A promotion by eBay Inc.’s Pay-
Pal unit to offer holiday online credit
lines to customers can’t be used on
Amazon.com. An article in some edi-
tions Friday incorrectly said the
credit could be used at Amazon.
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tional settlement that would speed
up the process for UBS clients to
come forward en masse. Likely to be
based on a 2003 landmark offshore
credit-card and tax-fraud deal,
though with stiffer penalties, the
settlement could obviate the need
to gain the cooperation of the Swiss
government, which has been reluc-
tant to turn over private-bank client
information.

The developments amount to a
coup for U.S. authorities, who have
spent the past two decades trying to
crack offshore banking markets
with only incremental progress.
“It’s a tremendous success,” says Pe-
ter Hardy, a former U.S. prosecutor
and partner at Post & Schell in Phila-
delphia. “It’s unprecedented in that
historically it’s been very difficult to
get meaningful information regard-
ing accounts located overseas.”

Any progress by the U.S. authori-
ties represents a blow for Switzer-
land, which depends heavily on its
reputation for secrecy to support a
private-banking industry that is the
lifeblood of the Swiss economy. UBS
is counting on its private-banking
unit, which provides services to
wealthy individuals, to help it dig
out of more than $46 billion in write-
downs on soured mortgage invest-
ments.

A spokesman for UBS said the
bank “is treating these still ongoing
investigations with the utmost seri-
ousness and will address and cor-
rect any issues raised in the investi-
gations, including by taking appro-

priate disciplinary action.”
The national settlement could be

announced before the end of the
year, though the transition of Presi-
dent-elect Barack Obama’s adminis-
tration could slow it down, accord-
ing to people familiar with the situa-
tion. An IRS spokesman denied that
any new program was coming soon.

U.S. authorities received a big
break a little more than a
year ago when former UBS
private banker Bradley
Birkenfeld began providing
information about the
bank’s practices to the Jus-
tice Department, giving it
the information it needed to
convince a federal judge to
approve an unusual order
forcing UBS to hand over in-
formation about wealthy
U.S. clients. This month, the
investigation reached the
highest levels of UBS’s Zur-
ich headquarters when Raoul Weil,
the chief of UBS’s private bank, was
indicted in federal court in Florida
for his alleged role in helping hide
from the IRS about $20 billion in as-
sets belonging to about 20,000 UBS
clients.

Douglas Shulman, IRS commis-
sioner, declined to discuss the UBS
matter. But he said the service has
seen an increase in informants and
taxpayers seeking to provide infor-
mation in order to get better treat-
ment to resolve their tax issues.
“We have a lot of names and we’re
pursuing them aggressively,” he
said in an interview. “People defi-

nitely will be better off if they come
to us before we find them. And the
chances of us finding them increase
every day.”

The IRS disclosure program al-
lows clients to come forward, ini-
tially anonymously, to present truth-
ful and accurate information about
their efforts to evade taxes. People
seeking the amnesty must do so be-

fore the IRS begins a spe-
cific inquiry into the indi-
vidual.

One lawyer helping cli-
ents come forward is Wil-
liam M. Sharp Sr., who oper-
ates an international tax
practice in Tampa, Fla. Mr.
Sharp, who grew up in
South Bend, Ind., and be-
came interested in account-
ing and tax law because his
father was an accountant,
has been working for Swiss
banking clients for 15 years.

When UBS clients learned that
Mr. Birkenfeld was providing infor-
mation to the IRS, “that’s what
opened the floodgate,” Mr. Sharp
says.

In recent months, Mr. Sharp has
flown from Tampa to Zurich to re-
view some of the world’s most secre-
tive and confidential private-bank
client records. The 55-year-old typi-
cally holes up in UBS’s private-bank
headquarters on the Paradeplatz,
the center of the private-banking
world, with Credit Suisse Group’s
headquarters located across the
square.

“We’ve got to have access to all

that nitty-gritty source informa-
tion,” says Mr. Sharp. “In addition
to that, we’ve got to show the gov-
ernment that the money is from a le-
gal source.”

U.S. citizens who are on the list of
UBS clients face a range of tough op-
tions. For one, they can gamble on
the possibility that UBS will never
turn over their name, or that the IRS
won’t have the resources to pursue
them. According to Mr. Hardy, the
tax division of the Justice Depart-
ment authorized just 1,284 criminal
tax prosecutions of individual defen-
dants in fiscal 2007. “Criminal tax
cases are relatively rare, and they
are resource-intensive to investigate
and bring to trial,” Mr. Hardy says.

If UBS clients choose to come for-
ward, they can pursue what Mr.
Sharp calls a “quiet” filing by sub-
mitting amended returns to an IRS
center and hoping that the filing
isn’t red-flagged for possible eva-
sion. But that route doesn’t result in
a closing agreement that the IRS
won’t pursue the taxpayer further.

Finally, clients can opt for the vol-
untary disclosure. If successful, it
yields a pass from the IRS, but it can
be a grueling and painful financial
exam for wealthy individuals who
typically pay lawyers more than
$500 an hour to get the IRS off their
back.

Mr. Sharp typically begins such
financial examinations in Zurich or
Geneva, after a UBS client has given
the bank permission to hand him a
case file. Swiss banking laws re-
quire detailed record-keeping,

which means that Mr. Sharp typi-
cally is given a massive paper trail
of transactions. Mr. Sharp and his
team typically have to reconstruct a
client’s file to ensure that the in-
come and assets in question weren’t
obtained illegally through activities
such as insider trading or racketeer-
ing. They then present the client’s
case anonymously at an IRS center
in Tampa or Plantation, Fla. That re-
view includes the use of redacted
documents, which are handed
across a conference-room table so
IRS officials, including a criminal
specialist, can review them.

If it looks like the IRS is reluctant
to accept a disclosure, Mr. Sharp
ends the discussions. It’s time, he
says, to “pull the rip cord.”

The voluntary disclosures in the
UBS case are being handled differ-
ently, because U.S. authorities have
been granted the court order to ob-
tain client information. That means
clients’ names and taxpayer identifi-
cation are given at the beginning of
the discussions.

A UBS spokesman says, “Volun-
tary disclosure is a matter between
the IRS and individuals.”

Meetings with the IRS tribunal
last from 30 minutes to three hours.
If the case moves forward, lawyers
such as Mr. Sharp then negotiate
with IRS officials to complete a clos-
ing agreement, which ends the case
and allows a citizen to pay taxes and
penalties. Mr. Sharp says that when
a client signs the agreement, it
brings a combination of “euphoria”
and “relief.”

Continued from first page

Obama’s stimulus plans could exceed $500 billion

Wealthy UBS clients seek amnesty on U.S. taxes via IRS program
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tiate existing commitments by im-
posing new conditions on its funds,
such as forcing financial institu-
tions to lend money or provide fore-
closure relief, or establishing new
limits on executive pay.

Mr. Obama will also try to allay
qualms that a liberal Democratic ad-
ministration, seeking massive
spending plans, will explode long-
term budget deficits, possibly erod-
ing investor confidence in the fed-
eral government’s economic condi-
tion. Aides said he will pledge spend-
ing cuts, with a particular focus on
containing the soaring cost of
health care. When presented, the
economic-recovery plan will in-
clude steps to bring the government
back to fiscal health over the long
term.

Obama advisers declined Sun-
day to detail publicly just how large
the stimulus would be, but several
senior aides have pointed to analyst
reports that have called for between
$500 billion and $700 billion to be
injected into an economy sliding
into what they fear will be a deep,
protracted recession.

In an appearance before chief ex-
ecutives in Washington earlier in
the week, Harvard University econo-
mist Lawrence Summers—who will
be named Monday as the head of Mr.
Obama’s National Economic Council—
noted an analyst report calling for
stimulus of that size. He said stimu-
lus should be “speedy, substantial,
and sustained,” a shift in tone from
his calls earlier in the year for ac-
tions that would be “temporary”
and “targeted.” “We’re going to
need impetus for the economy for
two to three years,” he said.

“I don’t know what the number
is going to be, but it’s going to be a
big number,” Obama economic ad-
viser Austan Goolsbee said on CBS’s

Face The Nation. “It has to be. The
point is to, kind of, get people back
on track and startle the thing into
submission.”

The news conference Monday at
the Chicago Hilton will differ starkly
from the economic event Mr. Obama
held there just after his Nov. 4 elec-
tion triumph. At that time, he
stretched a vast array of advisers
across the stage, from business-
minded centrists such as former
Treasury Secretary Robert Rubin to
labor-minded liberals such as
former Michigan Rep. David Bonior,
appealing to the whole array of vot-
ers that had put him into office.

This time, the tableau will be
much narrower and designed to
project a consistent image of ideo-
logical pragmatism and legislative
heft. Mr. Obama will be flanked by
his experienced vice president-
elect, Joseph Biden; New York Fed-
eral Reserve Bank President Timo-
thy F. Geithner, his Treasury secre-
tary nominee; and Mr. Summers, a
former Treasury secretary in the
Clinton administration.

At a future event, Mr. Obama will
introduce the rest of his economic
team: Peter Orszag, the director of
the Congressional Budget Office
who will direct the president’s Of-
fice of Management and Budget and
his Council of Economic Advisers.
By stretching out the events, Mr.
Obama is seeking to keep his eco-
nomic agenda in front of the public,
a shift from a more low-key ap-
proach that had hoped to tamp
down policy-making expectations
before his inauguration.

The team projects heft, not ideol-
ogy, said James Galbraith, a liberal
economist at the University of
Texas who has been in contact with
the Obama economic staff. In the
opening months of the Obama ad-
ministration, Messrs. Geithner and

Summers will be shepherding
through Congress the most aggres-
sive, interventionist economic poli-
cies since the Depression, and the
president-elect can’t afford to ap-
pear as if he is exploiting the na-
tion’s economic crisis for an ideolog-
ical agenda.

“You’re going to need a team
who everybody understands
wouldn’t be presenting it if it wasn’t
absolutely necessary,” said Mr. Gal-
braith. “They can’t be people push-
ing an agenda who would be push-
ing it under any circumstances.”

In the opening months of the ad-
ministration, Mr. Summers is likely
to take the policy lead, making the
tough decisions on budget and tax
policy as Mr. Geithner assembles his
team at Treasury, according to Dem-
ocrats familiar with the team’s think-
ing. Mr. Geithner will take over at
Treasury already saddled with enor-
mous responsibility—the manage-
ment of the Bush administration’s
$700 billion Wall Street bailout
fund, as well as much of the U.S. fi-
nancial sector. The federal govern-
ment has effective control of mort-
gage giants Fannie Mae and Freddie
Mac and insurance behemoth Ameri-
can International Group, and is buy-
ing equity stakes in some of the
country’s biggest banks.

Once the initial flurry of legisla-
tion is introduced and the treasury
team is in place, Mr. Geithner’s pub-
lic role will strengthen, the sources
say.

The team emerges from the Dem-
ocratic Party’s moderate flank, with
Mr. Rubin as the common denomina-
tor. Mr. Summers was Mr. Rubin’s
long-time deputy at Treasury. Mr.
Geithner was a senior aide there.
Mr. Orszag was the first director of
the Hamilton Project, a program co-
founded by Mr. Rubin at the Brook-
ings Institution and focused largely

on fiscal discipline and pragmatic
economic policies. When Mr. Orszag
left that post for the CBO, he was re-
placed by Jason Furman, a top
Obama campaign aide who will join
the economic team, either at the Na-
tional Economic Council or the
Council of Economic Advisers.

The new team is not without
some tensions. Mr. Geithner’s dual
role creates some thorny issues, as
he will essentially be wearing two
hats for the next two months. As
president of the New York Fed, Mr.
Geithner will have a role in continu-
ing to fashion responses to the finan-
cial crisis, which appeared in recent
days to be worsening. Indeed, Mr.
Geithner is in the middle of discus-
sions within the government about
the fate of Citigroup, Inc., and has
been working to help resolve the
company’s problems.

Mr. Obama, who campaigned on
a theme of change, may not want his
new Treasury Secretary to be seen
as sanctioning Bush administration
policy decisions or green-lighting
the deployment of more money
from the $700 billion rescue fund be-
fore the president-elect is sworn in
on Jan. 20.

Fanning out on the Sunday talk
shows, Obama advisers and Demo-
cratic leaders in Congress made it
clear how aggressive they want to
be, even if they kept the details of
the policy under wraps.

“We don’t have time to waste
here,” David Axelrod, a top Obama
campaign strategist who will serve
as a senior White House adviser,
said on Fox News Sunday. “We want
to hit the ground running on Janu-
ary 20th.”

House Majority Leader Steny
Hoyer said a Congress dominated
by Democrats will have a stimulus
package completed “during the first
couple of weeks of January.” That

would mean the program would be
ready for Mr. Obama’s signature im-
mediately after his inauguration.

Perhaps the bigger question is
what the incoming team will do be-
tween now and then.

Markets had shown signs of sta-
bilizing in October after the Federal
Reserve, Treasury Department and
Federal Deposit Insurance Corp. an-
nounced wide-ranging new steps to
bolster banks. But they have taken a
turn for the worse since the elec-
tion.

One big problem has been a pol-
icy vacuum in Washington. Con-
gress convened last week but didn’t
act on a large-scale fiscal stimulus
program or aid for the ailing auto in-
dustry, as some investors thought
possible. And the Treasury Depart-
ment has shifted its plans for using
$700 billion in financial market res-
cue funds approved by Congress in
early October.

In a sign of a building sense of
malaise, Goldman Sachs Inc. on Fri-
day revised down its projections for
economic growth, projecting the
economy is in the process of con-
tracting by 5% in the fourth quarter
and would contract another 3% in
the first three months of 2009. If
Goldman is right, it would mark the
worst performance since the 1982
recession, one of the deepest since
the Great Depression.

Goldman placed the blame
largely on Washington. “The main
reason for the downgrade to our
forecast is the policy impasse that
has developed in Washington and
the tightening in financial condi-
tions it has provoked,” it said. “ It is
now reasonably clear that a second
fiscal package will not be enacted un-
til after the Obama administration
takes office in late January. Other
potential measures of support like-
wise await the transfer of power.”

Continued from first page
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A Treasury spokeswoman said Secretary Henry Paulson had always planned to
implement new programs when they were ready.

Paulson weighs tapping rescue funds again
Market deterioration
raises need to initiate
confidence measures

In the fight to lead France’s Socialist Party, Ségolène Royal, above, has refused to
concede to Martine Aubry. Party leaders said they would name the winner Tuesday.

French Socialists battle to lead party in comeback bid

By Deborah Solomon

WASHINGTON—Treasury Secre-
tary Henry Paulson is considering
tapping the second half of the U.S.
government’s $700 billion financial-
industry rescue fund and rolling
out new programs in response to
worsening market conditions, ac-
cording to people familiar with the
matter.

Treasury is in the middle of de-
ploying the first $350 billion of the
Troubled Asset Relief Program, or
TARP. It is injecting $250 billion
into banks and has invested $40 bil-
lion in American International
Group Inc., the giant insurer. About
$60 billion remains unused, and
Mr. Paulson had suggested he
wasn’t planning to initiate addi-
tional spending before he leaves of-
fice in two months.

But last week’s deterioration in
the markets heightened concern at
Treasury that it might need to im-
plement additional confidence-
boosting measures sooner than
later. Officials are now discussing
which programs to roll out and
when to do so.

The Dow Jones Industrial Aver-
age lost 5.3% last week, and credit
markets showed fresh signs of addi-
tional tightening. Among the hard-
est hit was banking giant Citigroup,
whose share price fell about 60%
for the week. The bank’s board met

Friday to discuss options for the
bank, including selling parts of the
company or replacing its chief exec-
utive, Vikram Pandit.

Treasury spokeswoman Michele
Davis on Sunday said Mr. Paulson
had always planned to implement
new programs when they were
ready and never ruled out tapping
the remaining half of the $700 bil-
lion fund. “We’re looking at a vari-
ety of programs to support the mar-
ket and we’ll implement them as
soon as they’re ready,” she said.

It wasn’t clear whether, or how
much, Citigroup’s woes have been a
factor driving Treasury’s consider-
ation of using more TARP funds.

The selection of Timothy Gei-
thner to be President-elect Barack
Obama’s Treasury secretary is pro-

viding some comfort to Treasury of-
ficials that they would be able to
move ahead with implementing
new programs that wouldn’t be de-
railed after Mr. Obama takes office
in January. Mr. Geithner has been a
key player in crafting the Bush ad-
ministration’s response to the fi-
nancial crisis and has backed many
of the steps Treasury has taken.

Treasury’s immediate focus is
on establishing a lending facility
with the Federal Reserve, which
Mr. Paulson believes will help allevi-
ate strains in the consumer credit
market by making more auto loans,
student loans and credit cards avail-
able.

A person familiar with the plan-
ning said Treasury and the Fed
have agreed on the structure of

such a program, which would en-
courage investors to buy securities
backed by credit cards, auto loans
or even mortgages. This person
said the agencies are working on op-
erational details, such as whether
the Fed should buy assets itself or
provide loans to entice private in-
vestors to buy securities. Treasury
is expected to contribute between
$25 billion and $100 billion to the fa-
cility.

The program could be an-
nounced within a few weeks.

Treasury is continuing to look
for a way to prevent more foreclo-
sures, including trying to improve a
proposal floated by Federal Deposit
Insurance Corp. Chairman Sheila
Bair. Democratic lawmakers have
been pressuring Mr. Paulson to use
some of the $700 billion rescue
fund to help homeowners in danger
of foreclosure.

Treasury has also been design-
ing another capital-injection pro-
gram aimed at financial institu-
tions beyond banks, in addition to
considering making more money
available to banks that have al-
ready received a government infu-
sion.

Markets appear to have been
spooked by Mr. Paulson’s assertion
before Congress last week that
Treasury wasn’t planning to ini-
tiate any new capital-injection pro-
grams and his indication that he
had no plans to tap the remaining
$350 billion in TARP funds. There
was also concern on Wall Street
over Mr. Paulson’s decision to forgo
buying bad loans and other dis-
tressed assets clogging the books
of financial institutions, an original

intent of TARP.
Mr. Paulson told lawmakers last

week that Treasury “concluded it
was only prudent to reserve our
TARP capacity, maintaining not
only our flexibility, but that of the
next administration.”

Many on Wall Street took that to
mean the Bush administration was
finished intervening and wouldn’t
take any further steps to prop up
the financial sector. That prompted
a barrage of calls to Treasury offi-
cials over the past week from mar-
ket participants angry that the gov-
ernment seemed to be abandoning
its plan to craft a broad financial
rescue, according to market partici-
pants and other people familiar
with the calls.

“There was an expectation that
there was going to be this substan-
tial intervention, and while that’s
ultimately going to happen, it’s un-
clear right now what direction it
will take,” said Alec Phillips, an eco-
nomic policy analyst with Goldman
Sachs. “There’s also some concern
about whether that next $350 bil-
lion will materialize, though it is
hard to see Congress rejecting it.”

Within Treasury, there is a grow-
ing view that the markets may not
be able to wait two months until a
new administration is installed and
that Mr. Paulson may need to take
quick, additional steps to alleviate
the strains. But even if Treasury
were to introduce any new pro-
grams, it would likely take weeks be-
fore money flows out the door and
into the financial sector.

Mr. Phillips said the markets
would welcome any additional ef-
forts to ease the current problems.

By David Gauthier-Villars

PARIS—France’s fractured So-
cialist Party is struggling to pick a
new leader and mount a comeback
as the opposition to conservative
President Nicolas Sarkozy, even as
Mr. Sarkozy has appropriated part
of the Socialists’ agenda in response
to the global financial crisis.

After months of bickering and
two days of voting, party members
still haven’t chosen between two
vastly different candidates: Ségolène
Royal, the glamorous and more cen-
ter-leaning politician who lost the
presidential election against Mr.
Sarkozy last year, and Martine
Aubry, a more traditional leftist
best known for penning the 1998
law limiting the French workweek
to 35 hours.

On Saturday, the Socialist Party
said Ms. Aubry had collected 50.02%
of some 135,000 votes cast. Ms. Roy-
al’s camp refused to concede defeat
and asked for a new vote, saying
that Ms. Aubry’s lead of 42 ballots
was too thin to call a winner. Both
sides later said there had been er-
rors in the vote count.

The party’s departing secretary
said he would convene with other
party chiefs on Tuesday to examine
each side’s claims and declare a fi-
nal verdict.

Whoever wins will face the up-
hill task of restoring the Socialist
Party’s credibility at a time when
France has moved to the right of the
political spectrum.

The party has tried to follow, but
has fallen into a political no-man’s-
land by trying to embrace market
economics, alienating far-left vot-

ers, while its platform is still
steeped in communist rhetoric,
which puts off centrists.

Though it’s the second-largest
French party in terms of supporters
after Mr. Sarkozy’s UMP, the Social-
ists have lost the past three presi-
dential elections.

The party hasn’t groomed a new
generation of leaders. Both Ms.
Royal, 55 years old, and Ms. Aubry,
58, graduated from ENA, the elite
civil-servant school that produces
many of France’s top politicians.
Both were ministers under the late
Socialist President François Mitter-
rand almost two decades ago.

Mr. Sarkozy has successfully ex-
ploited the party’s weaknesses. The
global financial crisis and the eco-
nomic recession could have provided
a boon to the Socialists, who have
long advocated giving the state a big-
ger role in running the economy.

Yet Mr. Sarkozy has deftly
adopted their rhetoric. Declaring
that “the state is back,” the presi-
dent over the past few weeks has
tried to lead the European Union’s
response to the financial crisis by
supporting state-backed bailouts
and rescue packages for banks, in-
dustries and consumers. In France,
the government has earmarked up
to Œ360 billion to support domestic
banks, and announced plans to sup-
port key sectors such as the automo-
bile and real estate industries.

Last week, Mr. Sarkozy bor-
rowed another page from the Social-
ists’ textbook when he launched a
Œ20 billion wealth fund aimed at
supporting ailing companies and
protecting them against foreign
predators. “I won’t allow any indus-

trial sector to fail,” Mr. Sarkozy said
in a speech Thursday.

Mr. Sarkozy’s response to the fi-
nancial crisis has won him political
points. His approval rating rose
eight percentage points in a month
to 49% in November, according to a
survey by polling agency Ipsos.

Still, Mr. Sarkozy was elected on a
platform that urged people to “work
more to earn more.” In his 18 months
in office, he has chipped away at the
35-hour workweek, made it harder
for public-sector workers to go on
strike and trimmed the number of
jobs in France’s large state sector—
all moves that are anathema to the
Socialists. Those changes have met
with limited public resistance, partly
because Mr. Sarkozy’s political rivals
haven’t shown much muscle.

The prolonged weakness of the
Socialists isn’t all good news for Mr.
Sarkozy. Political analysts say it
could give extremist movements a
voice just as France is about to slide
into economic recession.

Ms. Royal was a relative back-
bencher when she decided to run for
president two years ago. She was
mainly known as the domestic part-
ner of departing party secretary
François Hollande, with whom she
has four children.

Yet her ability to galvanize vot-
ers across the country through
town-hall meetings won her the par-
ty’s presidential nomination. Ms.
Royal has never been fully accepted
by more senior Socialist politicians,
commonly known as the “ele-
phants,” and remains a divisive fig-
ure within the party. She hasn’t said
whether she will run for president
in 2012, but argued the party leader

should be a charismatic figure, and
plays up what she calls her “special
relationship with people.”

Ms. Aubry, the mayor of Lille, in
northern France, has said she wants
to strengthen the party’s tradition
and left-wing ideology.

“A party must not rally behind a
personality. It must be a group of de-
termined militants,” Ms. Aubry said
in a recent speech. She has said one
of her first steps as party leader
would be to rebuild relationships
with labor unions.

Ms. Aubry hasn’t said whether
she would seek to restore the strict
35-hour workweek, which was de-
signed to create jobs by spurring em-
ployers to hire more people to share
the work.

The Socialist Party has been in a
kind of limbo since 2002, when then-
Socialist Prime Minister Lionel
Jospin didn’t advance to the second
round of the presidential race. He
got fewer votes than both conserva-
tive candidate Jacques Chirac and
far-right leader Jean-Marie Le Pen.
Left with little choice, Socialist vot-
ers rallied behind Mr. Chirac.

In 2005, the party suffered a
harder blow when its leaders split
on whether to support a proposed
EU constitution. French people
eventually voted “no” and the Social-
ist Party nearly broke up. As the So-
cialists have struggled, other fringe
parties have risen in France—leav-
ing Mr. Sarkozy’s political rivals
even more fragmented.
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fanning fears among regulators that
predatory investors were targeting
investment banks.

That pattern of trading, which
previously had battered securities
firms Bear Stearns Cos. and Leh-
man, now is dogging Citigroup,
whose stock plunged 60% last week
to a 16-year low.

Investigators are attempting to
unravel what produced the market
mayhem in mid-September, and
whether Morgan Stanley swaps or
shares were traded improperly.
New York Attorney General Andrew
Cuomo, the U.S. Attorney’s office in
Manhattan and the U.S. Se-
curities and Exchange Com-
mission are looking into
whether traders manipu-
lated markets by intention-
ally disseminating false ru-
mors in order to profit on
their bets. The investiga-
tions also are examining
whether traders bought
swaps at high prices to
spark fear about Morgan
Stanley’s stability in order
to profit on other trading
positions, and whether trading in-
volved bogus price quotes and sham
trades, people familiar with the in-
quiries say.

No evidence has emerged pub-
licly that any firm trading in Mor-
gan Stanley stock or credit-default
swaps did anything wrong. Most of
the firms say they purchased the
credit-default swaps simply to pro-
tect themselves against potential
losses on various types of business
they were doing with Morgan Stan-
ley. Some say their swap wagers
were small, relative to all such trad-
ing that was done that day.

Proving that prices of any secu-
rity have been manipulated is ex-
traordinarily difficult. The swaps
market is opaque: Trading is done
by phone and email between deal-
ers, without public price quotes.

Erik Sirri, the SEC’s director of
trading and markets, contends the
swaps market is vulnerable to ma-
nipulation. “Very small trades in a
relatively thin market can be used
to…suggest that a credit is viewed
by the market as weak,” he said in
congressional testimony last
month. He said the SEC was con-
cerned that swaps trading was trig-
gering bearish bets against stocks.

Morgan Stanley had entered Sep-
tember in pretty good shape. It
made money during its first two fis-
cal quarters, which ended May 31. It
didn’t have as much exposure to bad
residential-mortgage assets as Leh-
man did, although it was exposed to
commercial-real-estate and lever-
aged-loan markets. Mr. Mack knew
third-quarter earnings were going
to be stronger than expected.

On Sept. 14, as Lehman was pre-
paring to file for bankruptcy protec-
tion, Mr. Mack told employees in an

internal memo that Morgan Stanley
was “uniquely positioned to suc-
ceed in this challenging environ-
ment.” The following day, the firm
picked up some new hedge-fund cli-
ents who had fled Lehman.

But rumors were flying as trad-
ers worried which Wall Street firm
could fall next. The chatter among
hedge funds was that Morgan Stan-
ley had $200 billion at risk as a trad-
ing partner with American Interna-
tional Group Inc., the big insurer on
the brink of a bankruptcy filing, ac-
cording to traders. That wasn’t
true. Morgan reported in an SEC fil-
ing that its exposure to AIG was “im-

material.”
Some brokers at rival

J.P. Morgan Chase & Co.
were suggesting to Morgan
Stanley clients it was risky
to keep accounts at that
firm, people familiar with
the matter say. Mr. Mack
complained to J.P. Morgan
Chief Executive James Di-
mon, who put an end to the
talk, these people say. Deut-
sche Bank, UBS and Credit
Suisse also marketed to

Morgan Stanley’s hedge-fund cli-
ents, people familiar with the
pitches say.

On Sept. 16, Morgan Stanley’s
stock fell sharply during the day, al-
though it rebounded late. Some
hedge funds yanked assets from the
firm, worried that Morgan might fol-
low Lehman into bankruptcy court,
potentially tying up client assets. In
an effort to quell concerns, Morgan
Stanley released its earnings that af-
ternoon at 4:10 p.m., one day early.

“It’s very important to get some
sanity back into the market,” said
Colm Kelleher, Morgan’s chief finan-
cial officer, in a conference call with
investors. “Things are frankly get-
ting out of hand, and ridiculous ru-
mors are being repeated.”

UBS analyst Glenn Schorr asked
Mr. Kelleher about the soaring cost
of buying insurance in the swaps
market against a Morgan Stanley
debt default. Protection for $10 mil-
lion of Morgan Stanley debt had
risen to $727,900 a year, from
$221,000 on Sept. 10, according to
CMA DataVision, a pricing service.

“Certain people are focusing on
CDS as an excuse to look at the eq-
uity,” Mr. Kelleher responded, imply-
ing that traders betting on swaps
were also shorting Morgan Stanley
shares, betting they would
fall.

It is impossible to know
for sure what was motivat-
ing buyers of Morgan Stan-
ley credit-default swaps.
The swap buyers stood to
receive payments if Mor-
gan Stanley defaulted on
bonds and loans. Some buy-
ers, no doubt, owned the
firm’s debt and were sim-
ply trying to protect them-
selves against defaults. But
swaps were also a good way to spec-
ulate for traders who didn’t own the
debt. Swap values rise on fear of de-
fault. Traders who figured fears
about Morgan Stanley were likely to
intensify could use swaps to try to
turn a fast profit.

Amid the uncertainty that Sept.
16, Millennium Partners LP, a hedge
fund with $13.5 billion in assets,
asked to pull out $800 million of the
more than $1 billion of assets it kept
at Morgan Stanley, according to peo-
ple familiar with the withdrawals.
Separately, Millennium had also
shorted Morgan Stanley’s stock,
part of a series of bearish bets on fi-
nancial firms, one of these people
said. In addition, the hedge fund

bought “puts,” which gave it the
right to sell Morgan shares at a set
price in the future.

“Listen, we have to protect our
assets,” Israel Englander, Millenni-
um’s head, told a Morgan Stanley ex-
ecutive, according to one person fa-
miliar with the conversation. “This
is not a personal thing.” Those bear-
ish bets, small compared to Millenni-
um’s overall size, rose in value as
Morgan Stanley shares fell.

That same day, Sept. 16, Third
Point LLC, a $5 billion hedge-fund
firm run by Daniel Loeb, began to
move $500 million in assets out of
Morgan Stanley. The following day,
Sept. 17, Third Point, after seeing
the surge in swaps prices, made a
substantial bearish bet, selling
short about 100,000 Morgan Stan-
ley shares, trading records indicate.
Third Point quickly closed out that
position for a profit of less than $10
million, one person familiar with
the trading said. Around the same
time, hedge fund Owl Creek began
asking to withdraw its assets, and ul-
timately took out more than
$1 billion.

On the morning of Sept.
17, David “Tiger” Williams,
head of Williams Trading
LLC, which offers trading
services to hedge funds,
heard from one of his trad-
ers that a fund had moved
an $800 million trading ac-
count from Morgan Stanley
to a rival. His trader, who
was on the phone with the
fund manager who moved
the money, asked why. Morgan Stan-
ley was going bankrupt, his client re-
sponded.

Pressed for details, the fund man-
ager repeated the rumor about Deut-
sche Bank yanking a $25 billion
credit line. Mr. Williams hit the
phones. His market sources told
him they thought the rumor false.

But damage already was being
done. By 7:10 that morning, a Deut-
sche Bank trader was quoting a
price of $750,000 to buy protection
on $10 million of Morgan Stanley
debt. At 10 a.m., Citigroup and other
dealers were quoting prices of
$890,000. As the rumor about Deut-
sche spread, Morgan shares fell
sharply, from about $26 at 10 a.m. to
near $16 at 11:30 a.m.

Before noon, swaps dealers be-
gan quoting the cost of insurance on
Morgan in “points upfront”—Wall

Street lingo for transac-
tions where buyers must
pay at least $1 million up-
front, plus an annual pre-
mium, to insure $10 million
of debt. In Morgan Stan-
ley’s case, some dealers
were demanding more
than $2 million upfront.

During the day, Merrill
bought swaps covering
$106.2 million in Morgan
Stanley debt, according to
the trading documents.

King Street bought swaps covering
$79.3 million; Deutsche Bank, $50.6
million; Swiss Re, $40 million; Owl
Creek, $35.5 million; UBS and Citi-
group, $35 million each; Royal Bank
of Canada, $33 million; and ACM Glo-
bal Credit, an investment fund oper-
ated by AllianceBernstein Holding,
$28 million, according to the docu-
ments.

The following day, Sept. 18, some
of those same names were back in
the market. Merrill bought protec-
tion on another $43 million of Mor-
gan Stanley debt; Royal Bank of Can-
ada, $36 million; King Street, $30.7
million; and Citigroup, $20.7 mil-
lion, the trading records indicate.

None of the firms will comment

on how much they paid for the
swaps, or whether they profited on
the trades.

“The protection we bought was a
simple hedge, not based on any neg-
ative view of Morgan Stanley,” says
John Meyers, a spokesman for Alli-
anceBernstein. A Royal Bank of Can-
ada spokesman says the bank
bought the swaps to manage its Mor-
gan Stanley “credit risk,” and
wasn’t “betting against Morgan
Stanley and conducted no bearish
trades on its stock.”

King Street, a $16.5 billion hedge
fund, bought the swaps to hedge its
exposure to Morgan Stanley, which
included bond holdings, according
to a person familiar with the fund.
The fund didn’t hold a short posi-
tion in the stock, this person says.

Representatives for Deutsche
Bank and Citigroup say their trad-
ing was relatively small and meant
to protect against losses on other in-
vestments with Morgan, and to han-
dle client orders.

An Owl Creek spokesman says
that it bought the swaps
“to insure collateral we
had at Morgan Stanley at
the time” and that it con-
tinues to do business with
the firm. Merrill, UBS and
Swiss Re declined to com-
ment on the trading.

As Morgan Stanley’s
stock tumbled, the num-
ber of shares sold short by
bearish investors soared
to 39 million on Sept. 17,
nine times the daily aver-

age this year, adding to the 31 mil-
lion shares shorted in the prior two
days, according to trading records.

Mr. Mack sent a memo to employ-
ees on Sept. 17. “I know all of you are
watching our stock price today, and
so am I….we’re in the midst of a mar-
ket controlled by fear and rumors,
and short sellers are driving our
stock down.”

The stock and swaps trading
were feeding on each other. That af-
ternoon, Mr. Schorr, the UBS ana-
lyst, wrote: “Stop the insanity—we
need a time out.” In an in-
terview that day, he said
“the negative feedback
loop of stocks and CDS
making each other crazy
shouldn’t be able to de-
stroy the value of compa-
nies.”

Scrambling to stop the
crisis of confidence, Mr.
Mack phoned Paul Calello,
investment-banking chief
at Credit Suisse, and
asked whether he knew
what was driving the cost of the
swaps up so quickly, people familiar
with the call said. Mr. Calello said he
didn’t.

Morgan Stanley’s chief legal of-
ficer, Gary Lynch, once the SEC’s en-
forcement chief, called New York
Stock Exchange regulatory head Ri-
chard Ketchum. He said he was sus-
picious about manipulation of Mor-
gan Stanley securities, and asked
whether the NYSE would support a
temporary ban on short selling, ac-
cording to people familiar with the
call.

Mr. Mack called SEC Chairman
Christopher Cox, U.S. Treasury Sec-
retary Henry Paulson and others.
Trading in Morgan Stanley securi-
ties, he groused, was irrational and
“outrageous,” and “there’s nothing
to warrant this kind of reaction,” a
person familiar with the calls said.
The steps already taken by the SEC
to prevent certain types of abusive
short selling, he argued, didn’t go
far enough.

In his memo to employees that

day, Mr. Mack had made it clear that
he intended to press regulators to
rein in short sellers. When word
about that got out, hedge-fund man-
agers were up in arms. Some yanked
business from Morgan Stanley, mov-
ing it to rivals including Credit
Suisse, Deutsche Bank and J.P. Mor-
gan. They said the trading repre-
sented legitimate protection and
speculation.

Hedge-fund veteran Julian Rob-
ertson Jr. and James Chanos, a well-
known short seller, both longtime
Morgan Stanley clients, were both
angry. Mr. Chanos says he “hit the
roof” when he heard about Mr.
Mack’s memo. After the stock mar-
ket closed that day, Mr. Chanos de-
cided that his hedge fund, Kynikos
Associates, would pull more than $1
billion of its money from a Morgan
Stanley account.

“It’s one thing to complain, but
another to put out a memo blaming
your clients,” says Mr. Chanos, who
adds the development all but ended
a more-than-20-year relationship
with Morgan Stanley. He says his
fund hadn’t bought any Morgan
Stanley swaps or sold short its
stock.

Other Wall Street executives,
concerned about their stocks, were
also calling regulators. At about
8:15 that night, the SEC said it
would require more disclosure of
short selling. Late the following day,
Sept. 18, the SEC moved to tempo-
rarily ban short selling in financial
stocks.

Mr. Mack contacted hedge-fund
clients to tell them he hadn’t single-
handedly brought on the ban, and
that he was primarily interested in
giving the market a temporary
“time out” from the volatile mix of
rumors and trading.

But within days, more than three-
quarters of Morgan Stanley’s
roughly 1,100 hedge-fund clients
had put in requests to pull some or
all of their assets from the firm, ac-
cording to a person familiar with
the operation. Even though most
kept some money at the firm, Mor-

gan Stanley couldn’t pro-
cess all the withdrawal re-
quests at once, adding to
market fear.

Morgan Stanley was in a
precarious position. During
the Sept. 17 trading frenzy,
Mr. Mack had begun merger
talks with Wachovia Corp.
Four days later, Morgan
Stanley shifted course, be-
coming a bank-holding com-
pany and gaining wider ac-
cess to government funds.

Last month, after raising $9 billion
from a Japanese bank, it received a
$10 billion capital injection from
the federal government.

Morgan Stanley must revise its
business strategy to contend with a
more risk-averse environment and
the more stringent government
oversight that comes with being a
bank-holding company. Earlier this
month, it announced it would fire
about 2,300, or 5%, of its employees.

The cost of insuring its debt has
come back down from its peak, but
its stock remains in the doldrums.
On Friday, it was trading at $10.05 a
share in 4 p.m. composite trading
on the New York Stock Exchange—
less than half of the $21.75 close on
Sept. 17.

A month after the mayhem, Mr.
Mack said in an interview that he
had all but given up trying to get to
the bottom of what was driving the
trading in his firm’s securities dur-
ing those chaotic days in mid-Sep-
tember. “It’s difficult to say what’s
rumor and what’s fact,” he said.
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Pencils? Wall clocks? No cost cuts are too small at GM

GM board, CEO split over bankruptcy
In rare disagreement with Wagoner, directors consider ‘all options’ as U.S. auto maker struggles to survive
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By John D. Stoll

And Sharon Terlep

Over the past several weeks, engi-
neers and technicians working at
General Motors Corp.’s sprawling
proving grounds west of Detroit
started noticing a curiosity: an in-
creasing number of wall clocks had
the wrong time, or stopped working
altogether.

The reason: As part of a drive to
cut $15 billion in costs, GM is no
longer keeping the 562 clocks in
working order, which will eliminate
the expense of replacing and dispos-
ing of the clock’s batteries and the
cost of resetting them twice a year
for daylight savings time.

It’s not the only new measure
GM is taking to save every last
nickel. In its Renaissance Center
headquarters, employees working
late have to climb stairs when navi-
gating its labyrinth of lower
floors— the company now stops the
escalators at 7 p.m. In designated
cleanup areas of certain offices, the
company has changed the type of
wipe-up towels it buys. In a memo to
employees, a staffer explained this
will lower GM’s “cost per wipe.”

Like GM, Ford Motor Co. and
Chrysler LLC are slashing costs. Ear-
lier this month, Ford said it will cut

its North American salaried work
force by approximately 10%, and is
trimming its capital spending, man-
ufacturing, information-technology
and advertising costs. GM and
Chrysler have both halted or slowed
work on new vehicles to cut develop-
ment expenditures. Neither com-
pany held news conferences at the
Los Angeles Auto Show last week, a
standard function at such shows.

At GM, though, the penny-pinch-
ing is visible at the microscopic
level, from cheaper pencils to elimi-
nation of voice mail in the plants.

This year, GM isn’t giving out its
“Mark of Excellence” awards to its
top-selling dealers. It used to main-
tain a sizable fleet of cars for report-
ers to test drive, but has cut that back.

At the same time, GM has felt the
heat for cutbacks it hasn’t made.
Last week Chief Executive Rick Wag-
oner flew on one of the company’s
corporate jets to Washington to ask
for a bailout from taxpayers, a fact
that raised the ire of some lawmak-
ers. “There’s a delicious irony in see-
ing private luxury jets flying into
Washington, D.C., and people com-
ing off of them with tin cups in their
hands,” Rep. Gary Ackerman
(D.,N.Y.) said. “It’s almost like seeing
a guy show up at the soup kitchen in
high-hat and tuxedo. … I mean,

couldn’t you all have downgraded to
first class or jet-pooled or some-
thing to get here?”

While Mr. Wagoner was able to
travel on the corporate jet, GM has
tightened its travel policy for thou-
sands of employees in North Amer-
ica, telling them no air travel is al-
lowed without written approval
from senior managers.

Ford and GM scrambled to blunt
the public-relations damage. Ford
said it was exploring the sale of its
five aircraft and GM, which leases
the planes, said it had decided to get
rid of two of its five remaining jets
before last week's hearings. Tom
Wilkinson, a spokesman, said GM
has eliminated half the workers who
staff its Detroit-based hangar and
planes.

In view of their companies’ dire
finances, Mr. Wagoner and the CEOs
of Ford and Chrysler were also
asked on Capitol Hill last week if
they would share in the sacrifice
their employees have to make, and
cut their salaries to $1. Mr. Wagoner
and Ford’s Alan Mulally declined. “I
think I’m good where I am,” said Mr.
Mulally. Chrysler’s Robert Nardelli
said he would accept that, although
he isn’t paid a salary right now and
he likely will be compensated if
Chrysler’s owner, Cerberus Capital

Management LP, makes a return on
its acquisition of the auto maker.

At GM’s metal-fabricating plant
in Grand Blanc, Mich., Steve Bean, a
union committeeman, said he re-
cently had to tell workers they
would have to wait until at least
next year to get $270 stipends they
were promised in order to buy
T-shirts, hats or coats emblazoned
with their union local.

In addition, no settlements over
grievances will be paid until next
year. Grievance settlements are
deals the company cuts with the
union when a worker feels he or she
wasn’t properly paid or if the com-
pany violated work rules. Hundreds
of such grievances are settled each
year as a normal course of business.

“Someone might be owed eight
hours of pay,” he said. “All I can say
is, ‘If you’re owed that money I’ll get
it to you, but not until Jan. 1—if
we’re still afloat.’ ”

Voice mail at most of the compa-
ny’s plants has been eliminated, a
move that GM spokesman Tony Sapi-
enza said saved something like “a
million” dollars. Now, the only way
to get union representatives or offic-
ers on the phone is to catch them at
their desk or station. Recordings
that used to say, “please leave a mes-
sage,” now say “please call back.”

“It’s all good business practices, but
now it’s extreme business practices
to the point where we’re not wast-
ing anything,” Mr. Sapienza said.
“We’re cutting to the bare mini-
mum.”

At the proving grounds in Mil-
ford, Mich., where the clocks are
now frozen in time, GM has
switched to regular Ticonderoga
No. 2 pencils instead of the more ex-
pensive mechanical pencils that
used to be freely available in storage
closets, known in GM-speak as “pull
stations.” Many of the moves have
left employees scratching their
heads. “Is this the best they can do
to save money?” asked one engineer
recently while checking the drawers
at one pull station near his desk.
“There’s a lot of rubber bands but
not much else—a handful of pens
and Post-It notes,” he said.

Bill Jordan, president of UAW Lo-
cal 599 in Flint, Mich., where GM
builds engines, said he has noticed
that the copy machines and printers
that used to be spread out through-
out the massive facility have disap-
peared. “They’re doing their best to
combine anything and everything
they can to make it through the next
few months,” Mr. Jordan said.
 —Neal E. Boudette

contributed to this article.
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By John D. Stoll

DETROIT—Members of General
Motors Corp.’s board of directors
are willing to consider “all op-
tions” for the ailing auto maker, in-
cluding an eventual filing for bank-
ruptcy protection, a stance that
puts them in rare disagreement
with Chairman and Chief Executive
Rick Wagoner, people familiar with
the matter said.

As part of his push to win a federal
bailout for the company, Mr. Wag-
oner told Congress last week that GM
management believes bankruptcy
protection is not a viable option for
the company. Instead, GM is focusing
on persuading lawmakers to provide
financial help, Mr. Wagoner said.

The board, which in the past has
publicly offered Mr. Wagoner its
strong support, agrees that seeking
government funding is the compa-
ny’s top priority. But it isn’t willing
to dismiss the possibility of a bank-
ruptcy filing, said people familiar
with the thinking of the board’s out-
side directors.

In a statement provided to The
Wall Street Journal on Friday, GM
said the board had discussed bank-
ruptcy but didn’t view it as a “viable
solution to the company’s liquidity
problems.” The board “is commit-
ted to considering all options in
light of circumstances as they may
develop.” A GM spokesman, Tony
Cervone, said that management is
considering doing everything in its
power to avoid a filing.

GM said Mr. Wagoner declined to
be interviewed. Several of GM’s
board members couldn’t be reached
for comment on Friday. It is unclear
whether the board has hired inde-
pendent advisers to help it evaluate
options it may have to consider.

New signs of tension in the
boardroom could complicate the

next few weeks for Mr. Wagoner. In
the past month, he has had to ac-
knowledge GM is using cash at an
alarming rate. Mr. Wagoner said
that as soon as January the com-
pany could fall short of the mini-
mum levels it needs to stay out of
bankruptcy court.

Friday’s split represented at
least the second time in recent
weeks the board has shown a willing-
ness to oppose Mr. Wagoner. This
fall, Mr. Wagoner’s management
team presented a plan to potentially
merge with Chrysler LLC. Some di-
rectors gave that plan a cold recep-
tion, according to people familiar
with the meetings. By early Novem-
ber, when GM was set to report deep
losses and $6.9 billion in cash out-
flows for the third quarter, the
board encouraged GM management
to quit the merger talks and focus
solely on its liquidity crisis, these

people said.
Of GM’s 14 board members, nine

have been in place since Mr. Wag-
oner became chairman in 2003.
Many were elected when Mr. Wag-
oner’s mentor and predecessor,
Jack Smith, was running the auto
maker. Lead director George Fisher,
the retired chairman of Eastman
Kodak Co., several times in recent
years voiced support for Mr. Wag-
oner as the company racked up bil-
lions in losses. Other directors in-
clude Phil Laskawy, the retired
Chairman of Ernst & Young, who
was recently named Chairman of
Fannie Mae, and University of
North Carolina president Erskine
Bowles, who was chief of staff for
President Bill Clinton.

On Friday, GM said it is pushing
ahead with new cost-cutting mea-
sures. It said three plants in the U.S.
and one in Ontario, Canada, would ex-

tend their normal two-week holiday
shut-downs into January. It also said
it would close down an Ontario truck
plant sooner than it had planned.

GM also confirmed it is ending
leases on two of the five remaining
corporate jets in its fleet. The move
comes after Mr. Wagoner and De-
troit’s two other auto CEOs were
chastised in Congress for flying cor-
porate jets to meetings last week.

Meanwhile, Ford Motor Co. said
Friday that it is exploring the sale of
its five aircraft.

Mr. Wagoner and the chief execu-
tives of Ford and Chrysler LLC were
in Washington last week hoping to
get $25 billion from the $700 billion
fund administered by the Treasury
Department for troubled financial in-
stitutions, or to persuade Congress
to accelerate the release of $25 bil-
lion in loans that had already been
pledged to Detroit through an Energy

Department fuel-efficiency program.
Mr. Wagoner, Ford’s Alan Mula-

lly and Chrysler’s Robert Nardelli
told lawmakers they have been re-
structuring their companies and
need bridge loans to carry them
through until the economy recov-
ers. Mr. Wagoner asked the govern-
ment for $10 billion to $12 billion in
immediate funding.

All three expressed concern that
a bankruptcy filing by any one of
their companies could cause a col-
lapse of the others. Because the com-
panies share suppliers, one maker’s
failure could bring down the sup-
plier network, they said, impacting
one or both of the others. They also
point to studies showing that con-
sumers would be unwilling to buy
cars from bankrupt auto makers,
out of concern that warranties may
not be honored or spare parts could
become unavailable.

Lawmakers were skeptical that
the companies had taken the tough
steps to put their companies on the
road to profitability. After enduring
two days of harsh criticism, the De-
troit CEOs were told to come back
by Dec. 2 to describe how they
would use taxpayer funds to be-
come “viable.”

On Friday, House Speaker
Nancy Pelosi and Senate Majority
Leader Harry Reid said in a letter
that auto makers must provide “a
forthright, documented assess-
ment” of how much cash they need
to become stable for the long term.
They also said the companies, if
granted loans, must make the gov-
ernment senior to all other credi-
tors, meet fuel-efficiency targets,
limit executive pay and offer war-
rants to allow taxpayers to profit if
the companies recover.
 —Sharon Terlep, Josh Mitchell

and Matthew Dolan
contributed to this article.
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And Davide Berretta

Rome

G
IOVANNI Albarella won’t
back down from a street
fight—even though he’s
always outnumbered.

As the sun goes down,
Mr. Albarella often squares off
against millions of birds that cloud
the skies of this ancient city. “Euro-
pean starlings”—birds individually
small enough to fit in a hand—are
collectively a menace. They swoop
and poop indiscriminately, clearing
Rome’s outdoor cafes, frightening
children and, more recently, forc-
ing an emergency landing of a Boe-
ing 737.

Mr. Albarella says he has a
method to shoo the birds away.
Backed by city hall, the 37-year-old
conservationist and a team of assis-
tants criss-cross Rome with high-
powered megaphones that they
point at trees teeming with star-
lings. The goal: to drive the birds
out of the city and back to the coun-
tryside.

The megaphones emit what Mr.
Albarella calls a “heart-rending
scream”—a recording of starlings
issuing a screeching distress call.
The sound, he says, is the only way
to drive the birds from their roosts
without harming them.

“This is a great responsibility,”
Mr. Albarella says, as the flocks be-
gan filtering into town one recent
evening. “You delve into a conflict,
a tension, a problem of cohabita-
tion between man and animal.”

Thousands of birds squawked
overhead and showered the cobble-
stones with droppings. Pedestrians
ran for cover. A few opened umbrel-
las. Mr. Albarella, dressed in a suit
and a crimson tie, shrugged off the
downpour. “Badges of honor
earned on the battlefield,” he said,
pointing to the droppings that dot-
ted his shoulders.

In recent decades, Rome’s star-
ling population has begun to rival
that of its residents, testing the pa-
tience of a people who take special
pride in cohabiting with animals.

Legend has it that the city’s
founders, Romulus and Remus,
were nursed by a she-wolf. Today
the city maintains strict codes on
the treatment of animals, such as
fining residents who keep goldfish
in bowls rather than more-spacious
aquariums. Thousands of stray cats
live and lounge in the city’s ancient
ruins, fed and pampered by locals.

Starlings, however, are often
seen as peskier creatures. They are
unusually gregarious birds that
flock together by the hundreds of
thousands, issuing a cacophony of
squawks and chirps from highly-de-
veloped vocal chords.

The starlings weren’t always
city slickers. Though the birds have
long flown from their mating
grounds in Northern Europe to
Rome’s warmer climate for the win-
ter, they used to remain outside
city limits, roosting in the country-
side.

As Rome expanded after the end
of World War II, starlings began to
leave their natural habitats for the
city, which offered warmer temper-
atures and fewer predators. By day,
flocks continued to feed on insects
and seeds in the countryside. By
night, however, the birds began
commuting to Rome to roost in its
leafiest areas: the tree-lined ave-
nues, parks and riverbanks of the
city center.

Residents and shopkeepers com-
plain the flocks have taken over
their neighborhoods. Consumer-
rights groups have called on the
city to investigate potential health
risks posed by the birds. Scare-
crows are popping up in piazzas.

“Look at the sidewalk. It’s
empty!” said Luciano Piergentili,
41, surveying the foot traffic out-
side his café as the birds swarmed
overhead. The birds, he says, have
driven away customers and their
droppings have caused a number of
slips and falls, including a recent
scooter accident. “It’s dangerous,”
he says.

Earlier this month, a Rome-
bound Ryanair Boeing 737 collided
with a flock of starlings in midair.
The birds clogged the plane’s en-
gines just as the jet was approach-
ing Rome’s Ciampino airport. The
impact forced the pilot to make an
emergency landing, skidding down
the runway and flattening landing
gear on one side. A few people were
hospitalized, but no one was seri-
ously injured. Ciampino airport
was shut down for days as crews
worked to clear the jet from the run-
way.

On the streets of Rome, the task
of dealing with the star-
lings has fallen squarely on
Mr. Albarella’s shoulders.

His career as a conserva-
tionist began in high
school when he stumbled
across a fallen blackcap, a
small bird, at a park in his
hometown of Naples. He
phoned the Lega Italiana
Protezione Uccelli, the Ital-
ian League for the Protec-
tion of Birds, for advice,
but the bird’s fate was al-
ready sealed. “I took it in,
but there was nothing I could do,”
he recalls.

Mr. Albarella kept in touch with
the organization, volunteering
while he studied animal husbandry
in college. Two years ago, the bird-

protection group hired Mr. Al-
barella and charged him with man-
aging relations with government of-
ficials.

The starling quickly landed in
Mr. Albarella’s dossier as relations
between the bird and its host city
soured. For more than a decade,
LIPU, the conservation group, had
been trying to monitor the birds
and chase them away. But the birds
had proven surprisingly resilient.

LIPU initially installed station-
ary megaphones near the starling
nests, belting a “distress call” for
days. But the birds grew accus-
tomed to the sound and ignored it.
LIPU then tweaked the soundtrack
“to better simulate a sense of dan-
ger,” Mr. Albarella says. The birds
simply moved to nearby locations.

Some residents complained the
methods weren’t tough enough and

would only drive the birds
from one neighborhood to
another, spreading the
pain. A recent editorial in
Rome daily Il Tempo men-
tioned the alternative of
shearing the branches of
trees that attract the
birds. “Those megaphones
are scarier than the birds,”
the editorial read. “It’s a fu-
nereal sound that seems to
foretell of deadly events.”

The bird-protection
group’s strategy is evolv-

ing. Today, Mr. Albarella leads a
roaming strike force—backed by an
annual budget of Œ150,000
($189,000). The idea is to follow the
birds wherever they live, hoping to
convince them there’s no safe ha-

ven in the city.
Residents phone or email his of-

fice with tips on the birds’ latest
movements, and Mr. Albarella’s
team arrives on the scene in a green
Fiat loaded with megaphones.

Last week, Mr. Albarella staked
out a row of trees lining the Tiber
River. He had interviewed workers
at a nearby hospital to gather clues
on the starlings’ favorite trees. Mr.
Albarella followed a trail of drop-
pings, stopping at a stretch of gran-
ite where excrement was splat-
tered several layers thick. “This
will require a deeper investiga-
tion,” he concluded.

The reconnaissance allowed Mr.
Albarella to prepare his “opera-
tion.” A couple of days later, he ar-
rived with a dozen assistants, clad
in hooded jump suits and face
masks, who took positions beneath
the trees.

As thousands of starlings began
swooping into the area in giant
flocks, the trees came alive. Pedes-
trians cleared the street. The con-
servationist, unruffled, gave the
signal, and the squad unleashed a si-
multaneous blast from the mega-
phones that dispersed the flocks.

If the sound stalks the birds
wherever they roost, says Mr. Al-
barella, many will return to the
countryside.

Progress is hard to measure. Mr.
Albarella estimates that the birds
still number between three and four
million, but he’s confident that his
newer, swifter methods are work-
ing.

“History speaks for itself,” he
says.

A Roman comes not to bury stalker starlings
Conservationist wants
to scare tiny birds
back to countryside

Cellphone-location
tools spur race among
firms. Page 7

How TSMC altered
the world of chips.
WSJ.com/BizTech

Wal-Mart CEO Lee Scott is retiring and
will be succeeded by Mike Duke, a sudden
shift at the world’s largest retailer. Page 9

Starlings stalking the skies of Rome,
above. Giovanni Albarella’s team,
inset, readies megaphones to scare
off starlings. The megaphones emit
what Mr. Albarella calls a
‘heart-rending scream.’
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Albarella
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Auto suppliers take steps to conserve cash
Parts makers extend
holiday shutdowns,
crack down on credit

CORPORATE NEWS

By Yoshio Takahashi

TOKYO—Honda Motor Co. an-
nounced further car-output cuts for
the current fiscal year and said it
plans to shed 270 workers from its do-
mestic temporary work force as the
economic crisis trims auto demand.

Japan’s second-biggest car
maker by sales volume after Toyota
Motor Corp. said Friday it will cut
domestic production by 40,000 vehi-
cles from its previous target of 1.32
million vehicles for the fiscal year
ending March 31, as it scales back
shipments of models for export
such as the Accord sedan for North
America and Europe.

Meanwhile, at the company’s
U.K. factory where it makes the
Civic small car and CR-V sport-util-
ity vehicle, it will produce 21,000 ve-
hicles fewer than its earlier plan of
196,000 vehicles, reflecting the slug-
gish European market.

These cuts come after Honda
said Thursday that it would trim its
North American output by 18,000 ve-
hicles from its previously planned
1.43 million for the fiscal year.

Honda is the latest big Japanese
auto maker to announce output cuts
this month, following Toyota and
Nissan Motor Co. as the worsening
economic outlook restrains consum-
ers from buying new vehicles.

Honda’s combined output vol-
ume for Japan, Europe and North
America will fall to 2.87 million vehi-
cles for this fiscal year from its previ-
ously projected 2.94 million. The
company hasn’t disclosed its global
production plan for this fiscal year.

The Japanese car maker said it is
maintaining its global sales outlook
of 4.02 million vehicles for the cur-
rent fiscal year.

Honda will terminate the con-
tracts of 270 temporary employees
working at its Saitama plant, north
of Tokyo, by year end. The number
of jobs to be shed represents 6% of
the company’s 4,400 domestic tem-
porary employees and 0.2% of its
178,900 full-time global workers.

The car maker will suspend oper-
ations at its U.K. plant in February
and March, although it will retain
the plant’s 4,800 regular produc-
tion and back-office workers.

Honda to pare
its work force,
reduce output

By Timothy Aeppel

U.S. auto suppliers are scram-
bling to extend their holiday-season
shutdowns, shedding workers and
developing contingency plans to
deal with a potentially devastating
failure of some of their biggest cus-
tomers in Detroit.

The moves come as General Mo-
tors Corp. on Friday announced
more production curbs and lawmak-
ers in Washington began hashing
out conditions that the Big Three
auto makers—GM, Ford Motor Co.
and Chrysler LLC—will have to
meet before Congress will consider
giving them an emergency $25 bil-
lion cash infusion. Many suppliers

are counting on a federal bailout to
rescue their big customers—and, by
extension, themselves.

In the meantime, suppliers, still
unsure of what will happen to the na-
tion’s car makers, are conserving
cash by shifting to shorter work-
weeks, canceling capital-spending
plans and accelerating layoffs. Prob-
lems in the supply network have the
potential to spread pain to a wide
swath of the U.S. economy. Auto sup-
pliers employ more than 730,000
workers in the U.S., about three
times more than the Big Three.

Nescor Plastics Corp. in Meso-
potamia, Ohio, which makes plastic
parts such as cup holders, in the
past month has shifted to a four-day
workweek, implemented an across-
the-board salary reduction and can-
celed costly machine upgrades
planned for the company’s normal

two-week holiday shutdown. The
company also has added a week
both before and after its two-week
shutdown in which it will operate at
only partial strength.

Like many auto suppliers, Nes-
cor doesn’t sell directly to the car
makers. Rather, its plastic parts are
sold to larger suppliers that assem-
ble modules that get fitted onto cars
on the assembly line.

“Over the past 12 months, we
had three customers file Chapter 11
on us, so we know what it means
when you suddenly aren’t getting re-
ceivables you’re counting on,” says
Darrell McNair, the company’s presi-
dent. The company has cut back on
purchasing materials.

Angell-Demmel Managing Direc-
tor Richard Anglin says the main sur-
vival strategy for suppliers like him
is a tighter credit policy. Two years

ago, Angell-Demmel began shifting
away from allowing customers to
pay bills 60 or 90 days after they
take delivery. It is now 30 days, or,
in some cases, payment in advance.
The Dayton, Ohio, company, which
makes decorative metal parts and
many of the nameplates used on
cars, now relies on an outside insur-
ance agency to rate the credit risks
of customers.

“I’m not sure what would hap-
pen if a GM would go into bank-
ruptcy,” he says. “I’m just not sure
how you plan for that, other than
what we’re doing now.”

Many suppliers would like to cut
their exposure to the Big Three, but
that is difficult to do at a time when
the entire industry is in a deep
swoon. GM’s sales were off 45% in
October, for instance, compared
with a year earlier. Most analysts ex-

pect the slide to continue.
“The biggest problem facing sup-

pliers right now is that they still
don’t know where the bottom of this
market is, because it just keeps fall-
ing,” says Kimberly Rodriguez, an
auto expert at consulting firm Grant
Thornton LLP.

Ms. Rodriguez estimates that a
third of U.S. auto suppliers are in
danger of insolvency and this num-
ber would spike in the event of a
bankruptcy-court filing by one or
more of the Big Three producers.
Ms. Rodriguez says that many sup-
pliers that normally would have al-
ready filed for bankruptcy protec-
tion themselves have resisted doing
so, in part because the financing nec-
essary to conduct a restructuring
under Chapter 11 of the U.S. Bank-
ruptcy Code is no longer available to
them because of the credit crunch.
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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.

4.09% 8 World -a % % 147.56 2.74% –50.2% 6.70% 10 U.S. Select Dividend -b % % 520.33 5.04% –38.7%

2.98% 12 Global Dow 951.20 0.03% –44.4% 1263.69 –0.08% –53.0% 5.07% 11 Infrastructure 1174.10 –0.62% –34.9% 1410.23 –0.03% –44.6%

4.69% 9 Stoxx 600 182.10 –2.47% –49.1% 170.16 –2.58% –57.0% 3.07% 6 Luxury 504.60 –2.54% –53.6% 535.19 –2.65% –60.8%

4.80% 9 Stoxx Large 200 198.80 –2.73% –48.6% 184.76 –2.84% –56.5% 2.81% 7 BRIC 50 231.70 1.85% –55.0% 277.71 2.24% –61.8%

3.93% 9 Stoxx Mid 200 155.10 –1.28% –50.5% 144.08 –1.39% –58.2% 8.26% 3 Africa 50 593.50 0.48% –44.7% 471.25 0.36% –53.3%

4.54% 8 Stoxx Small 200 93.10 –0.81% –53.8% 86.49 –0.92% –61.0% 10.68% 5 GCC % % 1507.48 –0.26% –43.2%

4.78% 8 Euro Stoxx 198.90 –2.41% –50.7% 185.85 –2.52% –58.4% 4.84% 8 Sustainability 619.10 0.60% –43.8% 653.90 0.48% –52.5%

4.88% 8 Euro Stoxx Large 200 214.00 –2.64% –51.0% 198.66 –2.75% –58.6% 3.25% 9 Islamic Market -a % % 1286.95 3.66% –45.5%

4.10% 9 Euro Stoxx Mid 200 180.50 –1.40% –48.6% 167.54 –1.51% –56.5% 3.47% 9 Islamic Market 100 1450.40 3.76% –28.8% 1552.76 3.64% –39.8%

4.72% 8 Euro Stoxx Small 200 105.50 –1.10% –51.5% 97.86 –1.21% –59.0% 7.46% 4 Islamic Turkey -c 1571.50 4.46% –45.5% % %

9.99% 5 Stoxx Select Dividend 30 1103.60 –0.27% –62.6% 1181.46 –0.38% –68.4% 3.42% 9 Wilshire 5000 % % 7926.06 6.08% –45.4%

8.25% 5 Euro Stoxx Select Div 30 1184.90 –1.45% –62.5% 1273.39 –1.56% –68.3% % DJ-AIG Commodity 129.60 0.33% –24.2% 117.70 0.21% –36.1%

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

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

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

Australia 1.6159 2.3889 1.3176 0.1918 0.0586 0.2226 0.0170 0.4057 2.0196 0.2709 1.2587 ...

 Canada 1.2838 1.8980 1.0468 0.1524 0.0465 0.1769 0.0135 0.3223 1.6045 0.2152 ... 0.7945

 Denmark 5.9653 8.8191 4.8641 0.7081 0.2162 0.8218 0.0628 1.4977 7.4554 ... 4.6466 3.6916

 Euro 0.8001 1.1829 0.6524 0.0950 0.0290 0.1102 0.0084 0.2009 ... 0.1341 0.6232 0.4952

 Israel 3.9830 5.8885 3.2477 0.4728 0.1443 0.5487 0.0419 ... 4.9780 0.6677 3.1025 2.4649

 Japan 95.0150 140.4702 77.4747 11.2789 3.4434 13.0891 ... 23.8551 118.7497 15.9279 74.0107 58.8000

 Norway 7.2591 10.7319 5.9190 0.8617 0.2631 ... 0.0764 1.8225 9.0724 1.2169 5.6544 4.4923

 Russia 27.5936 40.7944 22.4997 3.2755 ... 3.8012 0.2904 6.9278 34.4865 4.6257 21.4937 17.0763

 Sweden 8.4242 12.4543 6.8690 ... 0.3053 1.1605 0.0887 2.1150 10.5285 1.4122 6.5619 5.2133

 Switzerland 1.2264 1.8131 ... 0.1456 0.0444 0.1689 0.0129 0.3079 1.5328 0.2056 0.9553 0.7590

 U.K. 0.6764 ... 0.5515 0.0803 0.0245 0.0932 0.0071 0.1698 0.8454 0.1134 0.5269 0.4186

 U.S. ... 1.4784 0.8154 0.1187 0.0362 0.1378 0.0105 0.2511 1.2498 0.1676 0.7789 0.6189

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.
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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 354.25 –25.75 –6.78% 816.00 352.25
Soybeans (cents/bu.) CBOT 840.00 –16.00 –1.87 1,649.00 799.50
Wheat (cents/bu.) CBOT 518.00 –13.00 –2.45 1,275.00 515.25
Live cattle (cents/lb.) CME 85.500 –1.025 –1.18 117.650 83.800
Cocoa ($/ton) ICE-US 2,045 36 1.79% 3,228 1,884
Coffee (cents/lb.) ICE-US 110.75 –0.60 –0.54 181.60 110.10
Sugar (cents/lb.) ICE-US 11.28 –0.23 –2.00 15.85 9.89
Cotton (cents/lb.) ICE-US 41.80 1.89 4.74 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,462.00 –8 –0.54 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,510 40 2.72 1,706 979
Robusta coffee ($/ton) LIFFE 1,813 –6 –0.33 2,747 1,580

Copper (cents/lb.) COMEX 157.90 –0.10 –0.06 398.40 152.50
Gold ($/troy oz.) COMEX 791.80 43.10 5.76 1,048.00 437.00
Silver (cents/troy oz.) COMEX 950.50 45.60 5.04 2,122.50 851.00
Aluminum ($/ton) LME 1,798.00 –8.50 –0.47 3,340.00 1,798.00
Tin ($/ton) LME 11,800.00 550.00 4.89 25,450 11,200
Copper ($/ton) LME 3,505.00 35.00 1.01 8,811.00 3,470.00
Lead ($/ton) LME 1,215.00 20.00 1.67 3,460.00 1,160.00
Zinc ($/ton) LME 1,200.00 60.00 5.26 2,840.00 1,095.00
Nickel ($/ton) LME 10,155 305 3.10 33,600 9,000

Crude oil ($/bbl.) NYMEX 49.93 0.51 1.03 148.35 48.25
Heating oil ($/gal.) NYMEX 1.7086 0.0221 1.31 4.3193 1.6514
RBOB gasoline ($/gal.) NYMEX 1.0907 0.0508 4.89 3.5770 1.0239
Natural gas ($/mmBtu) NYMEX 6.503 0.117 1.83 14.546 0.117
Brent crude ($/bbl.) ICE-EU 49.19 1.11 2.31 150.25 47.40
Gas oil ($/ton) ICE-EU 527.75 –9.50 –1.77 1,366.50 521.25

Source: Thomson Reuters; WSJ Market Data Group

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

Currencies London close on Nov. 21
Per In

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

Argentina peso-a 4.1681 0.2399 3.3350 0.2999

Brazil real 3.0620 0.3266 2.4500 0.4082
Canada dollar 1.6045 0.6232 1.2838 0.7789

1-mo. forward 1.6058 0.6227 1.2848 0.7783
3-mos. forward 1.6042 0.6234 1.2836 0.7791
6-mos. forward 1.6029 0.6239 1.2825 0.7797

Chile peso 851.11 0.001175 681.00 0.001468
Colombia peso 2948.34 0.0003392 2359.05 0.0004239
Ecuador US dollar-f 1.2498 0.8001 1 1
Mexico peso-a 17.5101 0.0571 14.0103 0.0714
Peru sol 3.8763 0.2580 3.1015 0.3224
Uruguay peso-e 29.620 0.0338 23.700 0.0422
U.S. dollar 1.2498 0.8001 1 1
Venezuela bolivar 2.68 0.372621 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0196 0.4952 1.6159 0.6189
China yuan 8.5374 0.1171 6.8310 0.1464
Hong Kong dollar 9.6871 0.1032 7.7509 0.1290
India rupee 62.1088 0.0161 49.6950 0.0201
Indonesia rupiah 15060 0.0000664 12050 0.0000830
Japan yen 118.75 0.008421 95.02 0.010525

1-mo. forward 118.63 0.008429 94.92 0.010535
3-mos. forward 118.19 0.008461 94.57 0.010574
6-mos. forward 117.72 0.008495 94.19 0.010617

Malaysia ringgit-c 4.5274 0.2209 3.6225 0.2761
New Zealand dollar 2.3810 0.4200 1.9051 0.5249
Pakistan rupee 98.609 0.0101 78.900 0.0127
Philippines peso 62.309 0.0160 49.855 0.0201
Singapore dollar 1.9153 0.5221 1.5325 0.6525
South Korea won 1868.08 0.0005353 1494.70 0.0006690
Taiwan dollar 41.750 0.02395 33.405 0.02994
Thailand baht 44.093 0.02268 35.280 0.02834

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

Euro zone euro 1 1 0.8001 1.2498
1-mo. forward 1.0009 0.9991 0.8009 1.2486
3-mos. forward 1.0011 0.9989 0.8010 1.2484
6-mos. forward 1.0011 0.9989 0.8010 1.2484

Czech Rep. koruna-b 25.725 0.0389 20.584 0.0486
Denmark krone 7.4554 0.1341 5.9653 0.1676
Hungary forint 267.68 0.003736 214.18 0.004669
Norway krone 9.0724 0.1102 7.2591 0.1378
Poland zloty 3.8838 0.2575 3.1075 0.3218
Russia ruble-d 34.486 0.02900 27.594 0.03624
Slovak Rep. koruna 30.4189 0.03287 24.3390 0.04109
Sweden krona 10.5285 0.0950 8.4242 0.1187
Switzerland franc 1.5328 0.6524 1.2264 0.8154

1-mo. forward 1.5313 0.6530 1.2252 0.8162
3-mos. forward 1.5268 0.6550 1.2217 0.8186
6-mos. forward 1.5209 0.6575 1.2169 0.8217

Turkey lira 2.1133 0.4732 1.6910 0.5914
U.K. pound 0.8454 1.1829 0.6764 1.4784

1-mo. forward 0.8455 1.1827 0.6765 1.4781
3-mos. forward 0.8449 1.1836 0.6760 1.4793
6-mos. forward 0.8444 1.1843 0.6756 1.4801

MIDDLE EAST/AFRICA
Bahrain dinar 0.4711 2.1227 0.3769 2.6530
Egypt pound-a 6.9145 0.1446 5.5325 0.1808
Israel shekel 4.9780 0.2009 3.9830 0.2511
Jordan dinar 0.8858 1.1289 0.7088 1.4109
Kuwait dinar 0.3418 2.9255 0.2735 3.6563
Lebanon pound 1875.95 0.0005331 1501.00 0.0006662
Saudi Arabia riyal 4.6886 0.2133 3.7515 0.2666
South Africa rand 13.2925 0.0752 10.6357 0.0940
United Arab dirham 4.5906 0.2178 3.6731 0.2722

SDR -f 0.8463 1.1817 0.6771 1.4769

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 600 182.13 –4.62 –2.47% –50.1% –49.1%

 9 DJ Stoxx 50 1894.31 –61.68 –3.15 –48.6% –47.8%

 8 Euro Zone DJ Euro Stoxx 198.93 –4.91 –2.41 –52.1% –50.7%

 9 DJ Euro Stoxx 50 2165.91 –60.08 –2.70 –50.8% –49.3%

 4 Austria ATX 1516.09 –46.38 –2.97 –66.4% –64.3%

 7 Belgium Bel-20 1783.70 –78.29 –4.20 –56.8% –55.5%

 6 Czech Republic PX 744.8 11.5 1.57% –59.0% –57.9%

 9 Denmark OMX Copenhagen 215.40 –3.40 –1.55 –52.0% –50.8%

 8 Finland OMX Helsinki 5047.69 –173.61 –3.33 –56.5% –56.1%

 7 France CAC-40 2881.26 –99.16 –3.33 –48.7% –47.8%

 9 Germany DAX 4127.41 –92.79 –2.20 –48.8% –45.8%

 … Hungary BUX 10908.70 78.86 0.73 –58.4% –56.9%

 2 Ireland ISEQ 2320.71 9.89 0.43 –66.5% –65.0%

 6 Italy S&P/MIB 18533 –591 –3.09 –51.9% –51.2%

 4 Netherlands AEX 222.93 –4.89 –2.15 –56.8% –54.7%

 5 Norway All-Shares 232.54 –0.47 –0.20 –59.2% –58.0%

 17 Poland WIG 25388.84 535.89 2.16 –54.4% –54.7%

 9 Portugal PSI 20 5852.15 –175.89 –2.92 –55.1% –55.0%

 … Russia RTSI 580.12 18.98 3.4% –74.7% –73.0%

 7 Spain IBEX 35 7974.4 –14.0 –0.18% –47.5% –48.2%

 15 Sweden OMX Stockholm 176.54 –5.22 –2.87 –49.8% –48.3%

 11 Switzerland SMI 5144.02 –162.08 –3.05 –39.4% –38.6%

 … Turkey ISE National 100 21965.96 737.69 3.48 –60.4% –58.0%

 7 U.K. FTSE 100 3780.96 –94.03 –2.43 –41.4% –39.6%

 8 ASIA-PACIFIC DJ Asia-Pacific 81.35 2.12 2.68 –48.5% –47.7%

 … Australia SPX/ASX 200 3416.5 63.6 1.90 –46.1% –46.0%

 … China CBN 600 15375.64 –99.33 –0.64 –62.9% –58.5%

 8 Hong Kong Hang Seng 12659.20 360.64 2.93 –54.5% –52.3%

 9 India Sensex 8915.21 464.20 5.49 –56.1% –52.7%

 … Japan Nikkei Stock Average 7910.79 207.75 2.70 –48.3% –46.9%

 … Singapore Straits Times 1662.10 48.15 2.98 –52.0% –49.4%

 11 South Korea Kospi 1003.73 55.04 5.80 –47.1% –43.4%

 9 AMERICAS DJ Americas 197.11 10.60 5.68 –47.7% –46.5%

 … Brazil Bovespa 31250.60 –2153.95 –6.45 –51.1% –48.7%

 10 Mexico IPC 18251.41 60.71 0.33 –38.2% –36.4%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Nov. 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* 190.47 –6.01%–52.8% –55.5%

3.70% 11 World (Developed Markets) 771.52 –6.10%–51.4% –54.1%

3.40% 12 World ex-EMU 90.46 –6.46%–50.0% –53.1%

3.50% 11 World ex-UK 769.02 –6.18%–50.9% –53.5%

4.80% 9 EAFE 1,051.92 –4.73%–53.3% –56.0%

4.20% 8 Emerging Markets (EM) 464.31 –5.16%–62.7% –65.3%

5.30% 8 EUROPE 65.47 –3.67%–48.6% –51.8%

5.80% 8 EMU 117.42 –4.11%–58.0% –59.3%

5.20% 9 Europe ex-UK 71.37 –3.32%–48.8% –51.1%

7.20% 7 Europe Value 71.64 –3.46%–52.7% –56.6%

3.60% 10 Europe Growth 58.06 –3.85%–44.4% –46.8%

5.00% 8 Europe Small Cap 97.87 –3.78%–54.5% –60.1%

4.20% 5 EM Europe 146.43 –6.72%–69.6% –69.2%

5.60% 7 UK 1,148.26 –3.22%–40.2% –42.8%

5.30% 8 Nordic Countries 91.92 –3.29%–55.4% –59.0%

3.20% 4 Russia 350.91 –8.34%–76.6% –75.2%

4.90% 10 South Africa 480.86 –4.51%–32.6% –37.5%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 200.36 –6.47%–62.2% –65.8%

2.80% 11 Japan 480.22 –5.79%–48.9% –53.4%

3.70% 8 China 32.60 –4.50%–61.8% –68.3%

1.80% 11 India 322.59 –4.14%–62.3% –60.2%

2.70% 8 Korea 261.19 –6.77%–49.5% –53.2%

7.90% 8 Taiwan 152.05 –4.97%–54.5% –60.1%

2.80% 15 US BROAD MARKET 807.83 –6.82%–49.4% –52.1%

2.10% 28 US Small Cap 962.85 –6.98%–51.5% –55.2%

3.70% 8 EM LATIN AMERICA 1,781.88 –2.16%–59.5% –61.4%

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

GLOBAL MARKETS LINEUP
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Disney fights pirates at China unit
Company grapples
with bootlegs shown
on video site 56.com

By Sarah McBride

And Loretta Chao

With its animated hit “Wall-E,”
Walt Disney Co. has learned first-
hand how hard it is to keep copy-
right piracy at bay in China, even
on a video Web site in which it
holds a stake.

For months, several high-qual-
ity, full-length bootlegs of the ro-
bot love story by Disney’s Pixar
unit—released just last week on
DVD in the U.S.—have been freely
available to watch on the YouTube-
like Chinese video site 56.com,
which has had Disney as an inves-
tor since 2006. The bootlegs were
put there by users of the site, and
could be located even by visitors
who don’t read or speak Chinese.

While 56.com managed to re-
move some copies of the movie in
recent months, others persisted.
Earlier last week, the copies disap-
peared from the site after The
Wall Street Journal began asking
questions about them.

When Disney’s venture-capital
affiliate, Steamboat Ventures, in-
vested in 56.com two years ago, it
knew it faced a big challenge pre-
venting pirated movies and TV pro-
grams from showing up there. But
the firm says it was attracted to
the site’s “refined, controlled and
effective technology platform,” as
well as its large user base.

The situation highlights the
risk U.S. media companies face in
attempting to grab a piece of the
burgeoning market for online
video in China, where DVD piracy
was rampant even before the
boom in Internet video. The
chance to get a foot in the door
comes with the danger of being as-
sociated with piracy, which Disney
and its peers in Hollywood have
tried for years to stamp out. As re-
cently as Thursday, Disney, in a
regulatory filing, said “the unau-
thorized use of our intellectual-
property rights may increase the
cost of protecting these rights or
reduce our revenues.”

Copyright piracy isn’t just a
problem in China, of course. Sites
in Russia, Sweden, the U.S. and
elsewhere facilitate the theft of
copyrighted material. Last year,
media giant Viacom Inc. sued You-
Tube over copyrighted video that
ended up on the Google Inc. unit’s
site. The suit is still pending. While
YouTube says it works to remove
any unauthorized material, it is a

complex and constant challenge.
The pitfalls are clear at 56.com,

where pirated films from almost
every major American studio can
easily be found. Besides “Wall-E,”
the site as recently as last week of-
fered crisp streams of movies like
“Horton Hears a Who” from News
Corp.’s Twentieth Century Fox;
“Iron Man” from Viacom’s Para-
mount; and “Kung Fu Panda” from
DreamWorks Animation SKG Inc.

56.com declined to comment.
John Ball, founder and manag-

ing director of Steamboat, says
the firm was aware that pirated
content was a potential issue
when it made its investment in
56.com, but thought it could pro-
mote legal content on the site and
work toward eliminating pirated
material. One of the company’s in-
vestment strategies “is to help the
legitimate evolution of digital con-
tent online,” he says .

Eric Garland, chief executive of
Big Champagne LLC, a firm that
consults for copyright owners on
piracy issues, says Disney’s in-
volvement in such a site is “ironic”
and “shocking.” But he added that
Mr. Ball’s rationale has some
merit, as simply shutting down
the site would drive infringing us-
ers to other sites.

The 56.com site—the words for
56 in Chinese sound similar to the
words for “I’m Happy”—allows us-
ers to upload videos that can be
searched and played by others.
They typically pop up with a
thumbnail profile of the uploader,
including his or her online name
and a photograph.

The site’s written piracy policy
calls for taking down all copy-
righted content within 24 hours of
being asked, says Steamboat’s Mr.
Ball, who calls that an impressive

goal compared with other Chinese
online-video companies. He cred-
its 56.com’s compliance strategy
to Steamboat’s involvement with
the site, which has about 1.39 mil-
lion daily visitors, according to
ChinaVenture Investment Consult-
ing Ltd.

By some estimates, about 180
million people in China have
watched online video, and given
the size of that market, many me-
dia investors feel they must have a
presence there. MySpace China,
which counts News Corp. as an in-
vestor, earlier this year an-
nounced a content partnership
with another Chinese online-
video company, Youku.com. News
Corp. is the publisher of The Wall
Street Journal.

Youku.com recently offered
user-uploaded bootlegs ranging
from Fox titles like “What Hap-
pens in Vegas” to movies by rival
studios, such as “Hellboy II: The
Golden Army” from General Elec-
tric Co.’s NBC Universal.

“We’re committed to deterring
piracy,” said a Fox spokeswoman.
She said the studio consistently
sends takedown notices to sites in
China and elsewhere.

Victor Koo, chief executive of
Youku.com, says his company is in
the process of developing video-
fingerprinting technology that
would block uploads of copy-
righted content and “further im-
prove our [intellectual property]
protection going forward.” It also
manually removes copyrighted
videos as it finds them, he says.

Steamboat isn’t the only ven-
ture-capital firm to invest in pi-
racy-heavy sites in China. Sequoia
Capital China LLC and Susque-
hanna International Group LLP
also have investments in 56.com.

Representatives of both firms de-
clined to comment.

IDG Technology Venture Invest-
ment LLC invests in several online
video sites in China with substan-
tial amounts of user-uploaded pi-
rated content or links to it, includ-
ing search company Baidu.com
Inc., Web portal Sohu Inc., and on-
line video site Tudou.com. A
spokeswoman for IDG China says
it has asked its companies to “ad-
dress the piracy issue,” and that it
stresses “the need and importance
of respecting intellectual-prop-
erty rights.”

The vast majority of these
site’s users are in China, but stu-
dios say they create problems that
extend around the world, because
so many other sites draw on them
for their own content, a practice
known as “leeching.” People famil-
iar with the situation say at least
some studios have considered su-
ing the venture-capital firms over
their investments, but have held
back for now, partly to give the
sites a chance to work with filter-
ing technologies.

Steamboat—whose Chinese In-
ternet investments also include
CTS Media, an advertising net-
work for streamed video, and Tro-
odon, which develops multiplayer
games for mobile phones—first in-
vested in 56.com at the end of
2006, and added to the initial sum
the following year. Its total invest-
ment is believed to be less than
$30 million.

Both companies declined to
comment on the financial details
of their relationship.

Steamboat says it is working to
improve 56.com’s record in sifting
out pirated material. Some newer
movies don’t seem to be available
on the site. And in recent weeks,
56.com has started testing a pro-
gram from Santa Clara, Ca-
lif.-based Vobile Inc., which
screens online video for copy-
righted content. A person familiar
with the matter says the system
can stop such material from being
uploaded, but plowing through the
backlog is a giant project. Steam-
boat is also an investor in Vobile.

The site also uses a 50-person
filtering team, but that team
spends a lot of time weeding out
government-censored content,
such as pornography and videos of
protests, which are more crucial
for Chinese companies to avoid.
Falling afoul of government bans
could cost them the right to do busi-
ness; 56.com was shut down for sev-
eral weeks this summer, but the
company said the closure stemmed
from a technology problem.
 —Gao Sen and Kersten Zhang

contributed to this article.

Debt pressures build on Redstone

The Disney TV show ‘Hannah Montana’ is among the bootlegs on YouTube-like
Chinese video site 56.com, in which a Disney affiliate has a stake.

CORPORATE NEWS

By Merissa Marr

The latest rout in Viacom Inc.
and CBS Corp. shares, which sank to
new lows last week, is turning up
the pressure on Sumner Redstone
as he battles to resolve his family’s
debt problems.

Mr. Redstone startled investors
last month by dumping $233 million
of his stock in Viacom and CBS,
which he controls through his fam-
ily holding company, National
Amusements. The move was a bid
to fix his debt problems after the
stock market lurched lower and Na-

tional Amusements breached an as-
set-to-debt covenant. But it didn’t
work, and his family has since been
in talks with its lenders about re-
structuring a $1.6 billion debt pile.

InvestorsinViacomandCBShave
grown increasingly concerned that
Mr. Redstone will have to sell more
stockinthetwocompaniesasmarket
conditionsworsen.Mr.Redstonehas
said repeatedly that he doesn’t plan
to sell any more stock in either.

While the banks can’t force Mr.
Redstone to sell more stock, be-
cause the debt isn’t secured, the
plummeting value of his assets

could give him less wiggle room in
negotiations with lenders. Mr. Red-
stone is expected to have to sell
some assets as a condition of a re-
structuring, according to people fa-
miliar with the situation.

If the banks pulled the plug on
the debt now, National Amusements
would likely have to file for Chapter
11 bankruptcy-law protection, peo-
ple familiar with the situation said.

Butwhilethebanksareunderpres-
sure themselves, that scenario could
ultimately prove a bigger headache
than a restructuring, and it’s not cur-
rently on the table, the people said.

Source: WSJ Market Data Group

Not amused
Year-to-date share performance 
of Viacom and CBS on the New
York Stock Exchange
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By Peter Lattman

And Russell Adams

The publisher of men’s magazine
Maxim is in restructuring talks that
are expected to turn over the com-
pany to creditors, in another blow to
star media deal maker Steve Rattner.

The negotiations are fluid and
could still fall apart, according to
people familiar with the discus-
sions. Financial results at Alpha Me-
dia, the publisher of Maxim and a
separate music magazine called
Blender, have dropped sharply amid
an advertising slowdown, causing
the firm to violate debt covenants.

Maxim’s crisis marks the latest
setback for Mr. Rattner, a promi-
nent Wall Street deal maker and in-
vestor whose firm manages New
York City Mayor Michael
Bloomberg’s multibillion-dollar for-
tune. Mr. Rattner’s Quadrangle Cap-
ital Partners has struggled with its
private-equity portfolio and re-
cently unwound its hedge fund amid
market turmoil.

Quadrangle’s private-equity fund
paid about $250 million for Alpha
Media in August 2007, lauding the
company as an “unrivaled” play for
reaching 18- to 34-year-old males.
The New York-based firm put up
about $90 million of equity and bor-
rowed the rest to purchase the titles
from British publisher Felix Dennis.

Among Alpha Media’s largest
lenders is private-equity firm Cer-
berus Capital Management LP,
which controls a large chunk of the
company’s $125 million in senior
debt and is central to the restruc-
turing talks.

The company’s earnings before
interest, taxes, depreciation and
amortization, or Ebitda, have plum-
meted, say people familiar with
the matter. When Quadrangle ac-
quired Alpha, it was generating
about $28 million in Ebitda; it is on
track to generate about $8 million
in Ebitda in 2008.

Amid a broad magazine down-
turn, ad pages in Blender are down
25% through September, according
to the Publisher’s Information Bu-
reau. Maxim’s ad pages have fallen
3% over that period.

Alpha Media isn’t the only maga-
zine publisher struggling of late.
American Media, the private-eq-
uity owned publisher of the Na-
tional Enquirer and Star magazine,
is locked in protracted restructur-
ing negotiations with bondhold-
ers. And broad job cuts are under
way at publishing giants Time Inc.
and Condé Nast Publications.

Part of Quadrangle’s investment
plan was to bring in Chief Executive
Kent Brownridge, the longtime
No. 2 at Us Weekly and Rolling
Stone publisher Wenner Media. Mr.
Brownridge, who fired most of the
top publishers and editors to bring
in his own team, immediately shut-
tered the ailing men’s magazine
Stuff to focus on the Maxim and
Blender properties.

But the business struggled during
what has been a terrible year for the
magazine industry, and Mr. Brown-
ridge left Alpha Media in August.

Quadrangle has had a number of
setbacks this year. The firm is wind-
ing down a $500 million hedge fund
focused on media investments amid
weak performance and investor re-
demptions. Spanish cable operator
Grupo Corporativo Ono, one of
Quadrangle’s largest private invest-
ments, recently cut 30% of its work
force and removed its founder.

U.S. deal maker
could lose control
of publishing firm
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 52.60 $25.19 0.68 2.77%
Alcoa AA 44.40 8.44 1.59 23.21%
AmExpress AXP 29.30 18.69 1.46 8.47%
BankAm BAC 218.00 11.47 0.22 1.96%
Boeing BA 11.10 39.58 2.47 6.66%
Caterpillar CAT 15.50 34.67 1.83 5.57%
Chevron CVX 30.50 70.49 6.09 9.46%
Citigroup C 988.10 3.77 –0.94 –19.96%
CocaCola KO 22.50 44.00 2.93 7.13%
Disney DIS 26.80 21.12 2.39 12.76%
DuPont DD 21.10 23.03 1.08 4.92%
ExxonMobil XOM 72.90 75.81 7.30 10.66%
GenElec GE 164.00 14.03 1.19 9.27%
GenMotor GM 28.10 3.06 0.18 6.25%
HewlettPk HPQ 35.90 34.64 2.81 8.83%
HomeDpt HD 36.10 19.29 0.77 4.16%
Intel INTC 95.50 13.11 0.88 7.20%
IBM IBM 17.90 74.88 3.14 4.38%
JPMorgChas JPM 183.80 22.72 –0.66 –2.82%
JohnsJohns JNJ 28.30 58.35 3.00 5.42%
KftFoods KFT 17.70 26.56 1.69 6.80%
McDonalds MCD 18.90 55.15 2.24 4.23%
Merck MRK 21.80 24.40 0.84 3.57%
Microsoft MSFT 140.50 19.68 2.15 12.26%
Pfizer PFE 83.20 15.67 1.22 8.44%
ProctGamb PG 31.50 63.09 3.76 6.34%
3M MMM 13.30 61.30 4.51 7.94%
UnitedTech UTX 14.20 46.67 3.45 7.98%
Verizon VZ 30.20 28.47 1.97 7.43%
WalMart WMT 37.40 52.92 2.26 4.46%

Dow Jones Industrial Average P/E: 17
LAST: 8046.42 s 494.13, or 6.54%

YEAR TO DATE: t 5,218.40, or 39.3%

OVER 52 WEEKS t 4,934.46, or 38.0%

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

Tracking
credit
markets &
dealmakers

Behind Asia’s deals: Bank revenue rankings, Australia
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

UBS $181 12.1% 40% 5% 50% 4%

Macquarie Group 135 9.0% 46% 3% 49% 2%

Goldman Sachs 133 8.9% 64% 8% 22% 7%

Deutsche Bank 87 5.8% 57% 6% 32% 6%

Citi 75 5.0% 30% 20% 40% 11%

RBS 67 4.5% 45% 20% 12% 22%

JPMorgan 66 4.4% 68% 18% 12% 2%

Credit Suisse 64 4.3% 27% 9% 59% 5%

Westpac 53 3.5% 10% 41% …% 49%

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

Rep Iceland "1,005.49" –7.47 17.84 45.06 Gecina "1,123" 63 184 341

Havas 385 –6 14 –45 Fiat "1,013" 63 188 51

HSBC Hldgs  113 –3 3 38 Rio Tinto  776 68 81 73

Royal Bk Scotland  144 ... 16 26 Metro 371 71 171 172

HSBC Bk  110 ... 4 39 GKN Hldgs  708 75 223 248

Cable & Wireless  458 ... 23 –8 Xstrata  975 99 246 352

Cr Agricole  81 ... 6 5 Lafarge 804 116 252 224

Cr Lyonnais 81 ... 6 5 Norske Skogindustrier "1,382" 117 212 13

Heineken  232 ... 12 –6 Rhodia "1,047" 125 187 287

E.ON  113 1 6 –30 Glencore Intl "1,557" 185 361 429

Source: Markit Group

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

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

Anglo Amer U.K. General Mining $22.5 11.32 7.40% –62.0% –40.6%

BHP Billiton U.K. General Mining 26.3 7.98 5.98 –49.1 –10.7

Barclays U.K. Banks 16.0 1.33 4.31 –73.2 –77.3

ArcelorMittal Luxembourg Iron & Steel 25.3 13.97 3.64 –71.2 ...

Royal Bk of Scot U.K. Banks 11.6 0.47 3.04 –86.6 –90.0

Soc. Generale France Banks $20.3 27.52 –13.84% –69.9 –70.9

Sanofi-Aventis France Pharmaceuticals 63.8 38.81 –10.34 –38.0 –44.1

Astrazeneca U.K. Pharmaceuticals 48.3 22.45 –8.70 –1.3 –16.3

Vodafone Grp U.K. Mobile Telecomm 96.9 1.13 –7.71 –39.9 –12.0

GlaxoSmithKline U.K. Pharmaceuticals 90.6 10.72 –6.94 –13.4 –25.7

...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

Rio Tinto 32.6 20.75 2.62% –61.0% –13.0%
U.K. (General Mining)
Banco Santander 50.9 5.20 1.76 –61.5 –48.5
Spain (Banks)
UBS 27.2 11.35 0.44 –74.3 –79.3
Switzerland (Banks)
Credit Suisse Grp 23.1 24.90 ... –60.4 –61.7
Switzerland (Banks)
ABB 22.6 11.92 –0.25 –59.4 5.5
Switzerland (Industrial Machinery)
BP 141.3 4.62 –0.38 –20.0 –30.1
U.K. (Integrated Oil & Gas)
Koninklijke Philips 16.3 12.47 –0.44 –56.2 –46.7
Netherlands (Consumer Electronics)
Banco Bilbao Vizcaya 33.6 7.16 –0.56 –56.2 –52.6
Spain (Banks)
Siemens 45.7 39.98 –0.65 –59.3 –38.5
Germany (Electronic Equipment)
HSBC Hldgs 111.3 6.26 –0.95 –24.3 –33.5
U.K. (Banks)
Intesa Sanpaolo 31.7 2.14 –1.04 –59.1 –48.8
Italy (Banks)
Daimler 24.4 20.24 –1.20 –69.1 –52.7
Germany (Automobiles)
BNP Paribas 41.0 35.98 –1.42 –50.0 –46.7
France (Banks)
Total 108.9 36.73 –1.63 –33.3 –31.9
France (Integrated Oil & Gas)
AXA 30.2 11.71 –1.64 –55.7 –53.3
France (Full Line Insurance)
UniCredit 27.1 1.62 –1.87 –71.4 –69.6
Italy (Banks)
Iberdrola 32.0 5.12 –2.10 –55.1 –9.2
Spain (Conventional Electricity)
Unilever 38.2 17.83 –2.30 –25.4 –6.5
Netherlands (Food Products)
Telefonica 84.6 14.37 –2.31 –35.0 13.3
Spain (Fixed Line Telecommunications)
Royal Dutch Shell 76.8 17.32 –2.50 –37.4 –35.4
U.K. (Integrated Oil & Gas)

Bayer 35.2 36.83 –2.90% –35.1% 9.9%
Germany (Specialty Chemicals)
Deutsche Bk 12.5 18.80 –2.94 –77.6 –77.6
Germany (Banks)
France Telecom 61.3 18.76 –2.97 –26.9 –14.1
France (Fixed Line Telecommunications)
Nestle 130.8 41.82 –3.01 –21.0 5.4
Switzerland (Food Products)
Assicurazioni Genli 30.3 17.17 –3.27 –44.1 –27.6
Italy (Full Line Insurance)
L.M. Ericsson Tel B 17.0 48.00 –3.42 –34.8 –64.0
Sweden (Telecommunications Equipment)
BASF 25.7 21.68 –3.47 –53.2 –31.0
Germany (Commodity Chemicals)
Diageo 34.7 8.39 –3.51 –22.7 –0.9
U.K. (Distillers & Vintners)
Tesco 33.2 2.86 –3.51 –39.6 –7.8
U.K. (Food Retailers & Wholesalers)
Roche Hldg Pt. Ct. 86.3 150.50 –3.65 –29.7 –24.6
Switzerland (Pharmaceuticals)
SAP 37.1 23.80 –3.76 –31.6 –36.1
Germany (Software)
Nokia 47.5 10.00 –3.94 –61.5 –32.7
Finland (Telecommunications Equipment)
GDF Suez 86.7 31.63 –4.66 –17.8 20.4
France (Multiutilities)
Deutsche Telekom 55.9 10.24 –4.79 –32.5 –28.9
Germany (Mobile Telecommunications)
ENI 79.5 15.87 –4.80 –33.9 –32.8
Italy (Integrated Oil & Gas)
British Amer Tob 47.6 15.90 –4.90 –14.3 25.9
U.K. (Tobacco)
E.ON 59.0 23.59 –5.26 –48.6 –9.9
Germany (Multiutilities)
Allianz SE 26.4 46.64 –5.64 –65.8 –62.0
Germany (Full Line Insurance)
Novartis 116.1 53.80 –6.35 –13.4 –23.3
Switzerland (Pharmaceuticals)
ING Groep 13.9 5.33 –6.82 –78.9 –80.5
Netherlands (Life Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -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 1.85 97.08% 0.01% 1.91 1.18 1.45

Eur. High Volatility: 10/1 4.16 92.02 0.02 4.19 2.16 3.02

Europe Crossover: 10/1 9.25 87.73 0.06 9.27 5.74 7.53

Asia ex-Japan IG: 10/1 4.55 89.76 0.02 6.63 1.99 3.60

Japan: 10/1 3.32 91.99 0.02 3.56 1.58 2.32

 Note: Data as of November 20

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

In percentage points
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Boeing plans layoffs in ’09
amid Pentagon cutbacks

By Julie Jargon

Higher prices helped boost H.J.
Heinz Co.’s results in its fiscal sec-
ond quarter, but its chief executive
warned that the ketchup company
can’t rely solely on price increases
to drive future growth.

Chief Executive William Johnson
said he doesn’t expect food prices to
come down at all, but he said in a
conference call with investors that
pricing discussions with supermar-
kets and other retailers “are not par-
ticularly friendly right now.”

Packaged-food companies have
succeeded in recent months in pass-
ing on price increases even amid the
general U.S. economic downturn.
The consumer-price index in Octo-
ber fell 1% on a seasonally adjusted
basis—the biggest one-month de-
crease since the Labor Department
began publishing seasonally ad-
justed changes in February
1947—but the food-and-beverages
index rose 0.3%.

Mr. Johnson said consumers
tend to adjust to higher food prices,
adding, “I don’t think anyone should
expect to see this pricing being
given back.”

But with supermarkets resisting
further increases, Heinz is looking
at other ways to protect its profit

margins, Mr. Johnson said. The
Pittsburgh-based company is trying
to make production more efficient
and enticing shoppers with “value”
propositions.

For instance, in the U.K., Heinz
recently started a marketing cam-
paign showing how Heinz beans
can make a healthy lunch for less
than £1 ($1.50).

Mr. Johnson also said the tough
global economy has prompted
Heinz to focus on conserving cash.

He said he plans to appoint a Heinz
executive to act as cash “czar.”

“Cash now more than ever is
king and we are exploring every op-
portunity to enhance our cash
flow,” he told investors.

Heinz on Friday reported net in-
come for its quarter ended Oct. 29
of $276.7 million, or 87 cents a
share, up 22% from $227 million, or
71 cents, a year earlier, reflecting
gains from currency hedging. Reve-
nue rose 3.5% to $2.61 billion.

Food prices lift Heinz
Ketchup firm focuses
on raising efficiency
and conserving cash

By Amol Sharma

And Jessica E. Vascellaro

Companies are racing to provide
a key service that could finally give
location-based cellphone applica-
tions mass reach.

Location-based services—pro-
grams that track users’ whereabouts
via their cellphones to do such things
as recommend nearby restaurants or
provide local weather reports—
aren’t new, but developers have had
difficulty bringing them to the mass
market because of the complex coor-
dination required with wireless carri-
ers and handset makers.

Now Nokia Corp., Google Inc.,
and several technology start-ups are
looking to solve that problem by
working with the carriers and hand-
set makers, along with other sources,
to supply developers with the loca-
tion information. In most cases, they
would charge developers to use their
“location platforms.” But there are
other potential business models,
such as sharing location information
in exchange for being able to sell ads
on their Web sites or applications.

“It is a massive prize. It’s about
who controls access to location—
who do you go to for the locations of
millions of phones around the
world,” said Sam Altman, co-
founder and chief executive of
Mountain View, Calif. based Loopt
Inc., one of the start-ups establish-
ing itself as a location platform.

ABI Research predicts that loca-
tion-services will be a $13 billion
business by 2013, up from $515 mil-
lion last year.

The most important tool these
new platforms can provide develop-
ers is helping locate a phone. Many
new mobile-phones come with Glo-
bal Positioning System, or GPS, chips
that tap into a network of satellites
to find a phone’s position. But to get
an accurate fix, especially in urban ar-
eas with tall buildings or indoors,
that information often must be com-
bined with a phone’s location based
on the cellular towers it is accessing.
Phones that have Wi-Fi transponders
can get additional data by looking up
the nearest hot spot. Getting access
to that data and crunching it down to
specific geographic coordinates is
heavy lifting for small developers.

“This is one of the reasons loca-
tion services aren’t growing the way
they should be growing,” said Isaias
Sudit, CEO of Loc-Aid Technologies
Inc., another of a handful of start-
ups providing location platform ser-
vices. Other start-ups include Useful
Networks, Skyhook Wireless and uL-
ocate Communications Inc.

Mr. Sudit started Loc-Aid in 2004
to launch mobile location services, in-
cluding a scavenger hunting applica-
tion, but quickly ran into problems.
He decided two years ago to focus
his efforts on building a software
platform to make other developers’
lives easier. So far Mr. Sudit has part-
nerships with two Canadian wireless
carriers for location positioning
data and he says he plans to be live
with several U.S. carriers in the next
few months.

Nokia, the world’s largest cell-
phone manufacturer, has plunged ag-
gressively into location services
since its $8 billion acquisition this
year of digital map-maker Navteq.
The company included GPS-enabled
navigation in about 70% of the
phones it shipped in the third quar-
ter. Its next step will be to open a lo-
cation platform, perhaps even the un-
derlying map data, to other software
makers, though details haven’t been
announced. “You can lower the barri-
ers of entry to allow more and more
people to make applications,” said
Nokia executive Michael Halbherr.

Loopt offers a “buddy-finder” ap-
plication that lets users keep tabs
on their friends by plotting their lo-
cations on a map, a service that Ap-
ple Inc. has marketed in recent
iPhone commercials. The three larg-
est U.S. carriers, Verizon Wireless,
Sprint Nextel Corp. and AT&T Inc.,
hold equity in Loopt, according to a
person familiar with the matter.

Cellphone-location tools
spur a race among firms

Heinz CEO William Johnson, seen addressing shareholders in 2006, says pricing
discussions with retailers ‘are not particularly friendly right now.’

Location-based services, such as Loopt’s
‘buddy finder,’ require complex
coordination with carriers.
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By J. Lynn Lunsford

Boeing Co. will lay off some work-
ers and reduce costs next year to re-
main competitive amid an expected
decrease in Pentagon spending, the
delay in some contract awards and
the potential effect of a global reces-
sion in the airline industry, com-
pany officials said Thursday.

In a memo to employees, Boeing
Chairman and Chief Executive Jim
McNerney said he believes a record
backlog of orders in both the commer-
cial and military sides of business will

help the aerospace company weather
“what clearly has become a more chal-
lenging business environment.”

Rick Stephens, the company’s se-
nior vice president for human re-
sources and administration, said the
company is taking steps to cut costs,
including an announcement Wednes-
day that it was laying off roughly 800
people from a plant in Wichita, Kan.

Mr. Stephens said the company
would try to minimize the number
of layoffs “through natural attrition,
release of outside contract hires and
job transfers within Boeing.”

CHICAGO LONDON SINGAPORE CHICAGOBOOTH.EDU

David Booth has always credited Chicago GSB for his
success. Now, through his generous financial support and
spirited affirmation of our values, his relationship with
Chicago GSB has come full circle. We are honored – and
privileged – to add David Booth’s name to our school.
With his unprecedented gift, David has ensured that we will
continue to produce generations of world business leaders
and remain not just a business school, but a business force.

CHICAGO BOOTH.
A MATCH
MADE
IN CHICAGO.
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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 11/19 EUR 1123.51 –66.9 –65.8 –36.0
KBL Key Eur Sm Cie EU EQ LUX 11/19 EUR 645.20 –52.9 –52.7 –30.9
KBL Key Europe EU EQ LUX 11/19 EUR 505.23 –42.8 –41.6 –23.9
KBL Key Far East AS EQ LUX 11/19 USD 801.60 –58.0 –58.1 –23.9
KBL Key Major Em Mkts GL EQ LUX 11/19 USD 305.31 –67.1 –66.2 –26.9
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 11/20 USD 46.25 –70.9 –70.6 –39.2
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 11/20 EUR 27.86 –61.9 –61.9 –32.9
MP-TURKEY.SI OT OT SVN 11/20 EUR 15.71 –69.2 –68.0 –37.8

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 11/20 EUR 2.43 –72.9 –72.4 NS
Parex Eastern Europ Bd EU BD LVA 11/20 USD 8.75 –36.0 –35.7 –17.3
Parex Russian Eq EE EQ LVA 11/20 USD 7.37 –76.8 –75.1 –40.1
Parex Ukrainian Eq EU EQ LVA 11/20 EUR 2.26 –78.0 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 11/19 USD 260.04 –21.8 –23.9 –5.6
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 11/19 EUR 110.93 –50.1 –48.2 –27.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/19 USD 68.57 –49.8 –49.2 –19.5
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 11/20 USD 76.93 –66.7 –66.1 –29.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/20 USD 261.48 –64.4 –63.3 –27.9
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 11/19 USD 11.46 –52.9 –50.6 –28.3
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 11/20 USD 130.56 –59.1 –59.1 –23.6
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 11/19 USD 71.93 –44.1 –42.3 –21.7
PF (LUX)-USA Index-Pca US EQ LUX 11/19 USD 64.61 –44.3 –42.9 –23.1
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 11/19 EUR 105.58 –32.4 –30.0 –15.8
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 11/20 USD 6.43 –55.6 –54.5 –31.0
Japan Fund USD JP EQ IRL 11/21 USD 12.61 –25.1 –25.4 –13.1

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 11/19 USD 44.78 NS –66.9 –30.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 11/20 EUR 519.40 –47.2 –46.4 NS
Core Eurozone Eq B EU EQ IRL 11/20 EUR 599.97 NS NS NS
Euro Fixed Income A EU BD IRL 11/20 EUR 1141.48 –8.6 –9.7 –6.1
Euro Fixed Income B EU BD IRL 11/20 EUR 1210.50 –8.1 –9.1 –5.5
Euro Small Cap A EU EQ IRL 11/20 EUR 845.64 –52.0 –52.1 –33.1
Euro Small Cap B EU EQ IRL 11/20 EUR 899.82 –51.7 –51.9 –32.7
Eurozone Agg Eq A EU EQ IRL 11/20 EUR 460.78 –51.9 –50.9 NS
Eurozone Agg Eq B EU EQ IRL 11/20 EUR 657.84 –51.6 –50.6 –28.9
Glbl Bd (EuroHdg) A GL BD IRL 11/20 EUR 1178.48 –8.9 –9.0 –4.4
Glbl Bd (EuroHdg) B GL BD IRL 11/20 EUR 1242.54 –8.3 –8.4 –3.8
Glbl Bd A EU BD IRL 11/20 EUR 1025.74 1.7 1.8 –2.6
Glbl Bd B EU BD IRL 11/20 EUR 1084.78 2.3 2.4 –2.0
Glbl Real Estate A OT EQ IRL 11/20 USD 500.80 –60.6 –61.4 –38.0
Glbl Real Estate B OT EQ IRL 11/20 USD 512.86 –60.4 –61.2 –37.6
Glbl Real Estate EH-A OT EQ IRL 11/20 EUR 485.44 –58.6 –59.2 –38.2
Glbl Real Estate SH-B OT EQ IRL 11/20 GBP 45.96 –58.1 –58.5 –37.2
Glbl Strategic Yield A EU BD IRL 11/20 EUR 1095.80 –26.7 –26.3 –13.5
Glbl Strategic Yield B EU BD IRL 11/19 EUR 1185.15 –25.0 –24.8 –12.2
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 11/20 EUR 671.88 –50.6 –49.8 –29.3
Pan European Eq B EU EQ IRL 11/20 EUR 711.47 –50.4 –49.5 –28.9
US Equity A US EQ IRL 11/20 USD 547.32 –52.8 –51.7 –27.6
US Equity B US EQ IRL 11/20 USD 582.13 –52.6 –51.4 –27.2
US Small Cap A US EQ IRL 11/20 USD 793.98 –53.8 –52.7 –30.3
US Small Cap B US EQ IRL 11/20 USD 844.98 –53.5 –52.4 –29.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 11/21 SEK 54.30 –53.4 –50.4 –31.8
Choice Japan Fd JP EQ LUX 11/21 JPY 41.77 –47.2 –45.5 –29.7
Choice Jpn Chance/Risk JP EQ LUX 11/21 JPY 41.50 –53.6 –52.0 –31.0
Choice NthAmChance/Risk US EQ LUX 11/21 USD 2.39 –54.3 –51.7 –29.4
Europe 2 Fd EU EQ LUX 11/21 EUR 0.67 –54.0 –51.9 –31.0
Europe 3 Fd EU EQ LUX 11/21 GBP 2.47 –47.5 –43.9 –22.8
Global Chance/Risk Fd GL EQ LUX 11/21 EUR 0.46 –42.0 –39.9 –24.7
Global Fd GL EQ LUX 11/21 USD 1.44 –51.2 –49.9 –25.9
Intl Mixed Fd -C- NO BA LUX 11/21 USD 19.81 –40.5 –39.9 –18.2
Intl Mixed Fd -D- NO BA LUX 11/21 USD 13.98 –40.5 –39.9 –17.1
Wireless Fd OT EQ LUX 11/21 EUR 0.09 –51.9 –49.5 –26.7

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 11/21 USD 3.78 –58.4 –56.5 –25.1
Currency Alpha EUR -IC- OT OT LUX 11/21 EUR 10.92 6.9 6.2 NS
Currency Alpha EUR -RC- OT OT LUX 11/21 EUR 10.87 6.5 5.8 NS
Currency Alpha SEK -ID- OT OT LUX 11/21 SEK 105.80 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/21 SEK 113.79 NS NS NS
Generation Fd 80 OT OT LUX 11/21 SEK 5.85 –38.2 –35.8 NS
Nordic Focus EUR NO EQ LUX 11/21 EUR 47.28 –52.2 NS NS
Nordic Focus NOK NO EQ LUX 11/21 NOK 53.10 NS NS NS
Nordic Focus SEK NO EQ LUX 11/21 SEK 52.70 –47.1 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 11/21 USD 0.67 –58.5 –56.7 –24.2
Choice North America Eq. Fd US EQ LUX 11/21 USD 1.19 –51.0 –48.7 –27.9
Ethical Global Fd GL EQ LUX 11/21 USD 0.53 –52.2 –50.9 –27.3
Ethical Sweden Fd NO EQ LUX 11/21 SEK 25.17 –43.5 –42.3 –23.7
Europe Fd EU EQ LUX 11/21 USD 1.39 –60.7 –59.3 –25.7
Global Equity Fd GL EQ LUX 11/21 USD 0.91 –51.7 –50.5 –25.6
Index Linked Bd Fd SEK OT BD LUX 11/21 SEK 12.93 3.5 3.3 2.3
Medical Fd OT EQ LUX 11/20 USD 2.63 –31.7 –30.4 –13.8
Short Medium Bd Fd SEK NO MM LUX 11/21 SEK 9.11 2.6 3.0 2.9
Technology Fd OT EQ LUX 11/21 USD 1.38 –51.4 –49.1 –25.5
World Fd GL EQ LUX 11/21 USD 1.42 –46.9 –46.9 –19.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 11/21 EUR 1.27 1.7 2.0 2.2
Short Bond Fd SEK NO MM LUX 11/21 SEK 21.43 2.2 2.6 2.7
Short Bond Fd USD US MM LUX 11/21 USD 2.49 1.6 2.0 3.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 11/21 SEK 10.11 –1.0 –0.9 –0.1
Alpha Bond Fd SEK -B- NO BD LUX 11/21 SEK 9.08 –1.0 –0.9 –0.1
Alpha Bond Fd SEK -C- NO BD LUX 11/21 SEK 25.34 –1.1 –1.0 –0.2
Alpha Bond Fd SEK -D- NO BD LUX 11/21 SEK 8.44 –1.1 –1.0 –0.2
Alpha Short Bd SEK -A- NO MM LUX 11/21 SEK 10.75 2.3 2.8 2.8
Alpha Short Bd SEK -B- NO MM LUX 11/21 SEK 10.08 2.3 2.8 2.8
Alpha Short Bd SEK -C- NO MM LUX 11/21 SEK 21.04 2.2 2.7 2.7
Alpha Short Bd SEK -D- NO MM LUX 11/21 SEK 8.75 2.2 2.7 2.7
Bond Fd EUR -C- EU BD LUX 11/21 EUR 1.26 4.0 2.9 1.5
Bond Fd EUR -D- EU BD LUX 11/21 EUR 0.51 4.0 2.9 1.5
Bond Fd SEK -C- NO BD LUX 11/21 SEK 40.41 7.0 7.2 3.9
Bond Fd SEK -D- NO BD LUX 11/21 SEK 12.12 5.8 5.9 3.3
Corp. Bond Fd EUR -C- EU BD LUX 11/21 EUR 1.09 –7.5 –8.4 –4.6
Corp. Bond Fd EUR -D- EU BD LUX 11/21 EUR 0.85 –7.9 –8.8 –4.8
Corp. Bond Fd SEK -C- NO BD LUX 11/21 SEK 10.55 –12.5 –13.3 –6.8
Corp. Bond Fd SEK -D- NO BD LUX 11/21 SEK 8.29 –12.4 –13.2 –6.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/21 EUR 100.88 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/21 EUR 100.65 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 11/21 SEK 20.58 4.3 4.6 3.4
Flexible Bond Fd -D- NO BD LUX 11/21 SEK 11.65 4.3 4.6 3.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/21 SEK 78.93 –25.7 –25.9 –13.0
Global Hedge I SEK -D- OT OT LUX 11/21 SEK 72.13 –27.8 –28.1 –14.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/21 USD 1.29 –61.2 –59.3 –22.6

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/21 SEK 15.75 –52.9 –52.8 –25.7
Europe Chance/Risk Fd EU EQ LUX 11/21 EUR 731.52 –57.0 –54.8 –33.4

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/20 USD 12.02 –63.7 –64.7 –17.5
Eq. Pacific A AS EQ LUX 11/20 USD 5.37 –61.2 –61.1 –21.9

n SGAM Fund
Bonds CHF A CH BD LUX 11/20 CHF 28.02 7.4 6.4 1.8
Bonds ConvEurope A EU BD LUX 11/20 EUR 27.67 –4.8 –4.0 1.0
Bonds Eur Corp A EU BD LUX 11/20 EUR 20.28 –7.6 –8.7 –4.7
Bonds Eur Hi Yld A EU BD LUX 11/19 EUR 13.62 –35.7 –36.4 –20.7
Bonds EURO A EU BD LUX 11/20 EUR 38.77 4.9 3.9 2.0
Bonds Europe A EU BD LUX 11/20 EUR 37.38 4.5 3.2 1.6
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 11/20 USD 30.30 –3.7 –3.1 1.2
Bonds World A GL BD LUX 11/19 USD 36.83 –0.9 –1.6 4.9
Eq. ConcentratedEuropeA EU EQ LUX 11/19 EUR 19.16 –52.5 –51.9 –30.9
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 11/19 USD 13.31 –47.2 –44.5 –14.3
Eq. Euroland A EU EQ LUX 11/20 EUR 8.38 –51.5 –49.7 –28.9
Eq. Euroland MidCapA EU EQ LUX 11/19 EUR 14.11 –51.3 –52.2 –31.5
Eq. EurolandCyclclsA EU EQ LUX 11/20 EUR 12.15 –52.1 –50.0 –24.6
Eq. EurolandFinancialA OT EQ LUX 11/20 EUR 7.57 –59.3 –57.6 –39.2
Eq. Glbl Emg Cty A GL EQ LUX 11/19 USD 4.93 –63.5 –63.6 –27.1
Eq. Global A GL EQ LUX 11/19 USD 19.05 –50.2 –49.9 –27.1
Eq. Global Technol A OT EQ LUX 11/19 USD 3.18 –55.2 –56.0 –33.3
Eq. Gold Mines A OT EQ LUX 11/20 USD 11.94 –60.1 –59.2 –30.3
Eq. Japan A JP EQ LUX 11/20 JPY 594.65 –55.1 –54.9 –34.5
Eq. Japan Sm Cap A JP EQ LUX 11/20 JPY 855.79 –49.8 –49.7 –38.4
Eq. Japan Target A JP EQ LUX 11/20 JPY 1448.97 –28.4 –28.1 –17.0
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3

Eq. UK A UK EQ LUX 11/20 GBP 8.63 –49.4 –47.2 –29.6
Eq. US ConcenCore A US EQ LUX 11/19 USD 14.62 –45.6 –44.3 –23.1
Eq. US Lg Cap Gr A US EQ LUX 11/19 USD 9.96 –50.5 –49.7 –25.6
Eq. US Mid Cap A US EQ LUX 11/19 USD 17.13 –56.2 –55.8 –26.6
Eq. US Multi Strg A US EQ LUX 11/19 USD 14.15 –50.9 –50.4 –28.6
Eq. US Rel Val A US EQ LUX 11/19 USD 13.54 –52.7 –52.7 –32.9
Eq. US Sm Cap Val A US EQ LUX 11/19 USD 10.78 –56.8 –57.2 –36.7
Eq. US Value Opp A US EQ LUX 11/19 USD 11.95 –53.1 –53.3 –33.4
Money Market EURO A EU MM LUX 11/20 EUR 27.02 3.9 4.4 4.0
Money Market USD A US MM LUX 11/20 USD 15.71 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 11/21 EEK 104.97 –60.8 –58.7 –36.6
New Europe Small Cap EUR EE EQ EST 11/21 EEK 51.92 –62.7 –61.6 –37.0
Second Wave EUR EE EQ EST 11/21 EEK 86.45 –68.5 –66.3 –35.2

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/21 JPY 8159.00 –51.3 –51.9 –34.5
YMR-N Japan Fund JP EQ IRL 11/21 JPY 8952.00 –48.5 –48.2 –30.6
YMR-N Low Price Fund JP EQ IRL 11/21 JPY 12096.00 –47.0 –46.9 –31.5
YMR-N Small Cap Fund JP EQ IRL 11/21 JPY 6034.00 –51.3 –52.3 –36.2
Yuki Mizuho Gen Jpn III JP EQ IRL 11/21 JPY 4105.00 –55.8 –54.5 –33.5
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/21 JPY 4386.00 –54.9 –54.6 –36.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/21 JPY 5818.00 –53.6 –52.4 –34.8
Yuki Mizuho Jpn Gen JP EQ IRL 11/21 JPY 7598.00 –50.5 –50.7 –30.9
Yuki Mizuho Jpn Gro JP EQ IRL 11/21 JPY 5883.00 –52.3 –52.7 –33.5
Yuki Mizuho Jpn Inc JP EQ IRL 11/21 JPY 7523.00 –42.6 –41.8 –25.2
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/21 JPY 4746.00 –49.7 –49.2 –30.1
Yuki Mizuho Jpn LowP JP EQ IRL 11/21 JPY 10493.00 –42.1 –42.0 –23.8
Yuki Mizuho Jpn PGth JP EQ IRL 11/21 JPY 7287.00 –55.6 –55.4 –33.3
Yuki Mizuho Jpn SmCp JP EQ IRL 11/21 JPY 5831.00 –54.0 –55.0 –33.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/21 JPY 4770.00 –49.3 –48.5 –30.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/21 JPY 2313.00 –59.5 –60.7 –48.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/21 JPY 4012.00 –54.7 –53.3 –34.2
Yuki 77 General JP EQ IRL 11/21 JPY 5504.00 –52.1 –51.9 –32.1
Yuki 77 Growth JP EQ IRL 11/21 JPY 5659.00 –53.9 –54.7 –35.0
Yuki 77 Income AS EQ IRL 11/21 JPY 4882.00 –41.8 –40.1 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/21 JPY 5940.00 –49.0 –48.8 –31.7
Yuki Chugoku Jpn Gro JP EQ IRL 11/21 JPY 4896.00 –51.5 –50.8 –29.6
Yuki Chugoku JpnLowP JP EQ IRL 11/21 JPY 7581.00 –41.8 –41.7 –21.9
Yuki Chugoku JpnPurGth JP EQ IRL 11/21 JPY 4449.00 –49.2 –49.2 –30.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/21 JPY 6371.00 –50.4 –50.3 –32.2

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/21 JPY 4326.00 –50.9 –50.2 –30.7
Yuki Hokuyo Jpn Inc JP EQ IRL 11/21 JPY 5122.00 –39.2 –38.2 –24.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/21 JPY 4447.00 –48.5 –49.7 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/21 JPY 4267.00 –56.0 –56.4 –35.3
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/21 JPY 4231.00 –52.6 –52.7 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/21 JPY 4834.00 –49.5 –51.0 –31.4

Continued from previous page

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

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 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

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

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

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

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

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. INDICES
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A bright spot for labor
U.S. coal companies
hire as other sectors
continue to shed jobs
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The coal-mining industry has been adding jobs in the U.S., bringing relief to
historically struggling areas like Appalachia. Above, a mining site in West Virginia.

CORPORATE NEWS

By Kris Maher

MOUNDSVILLE, W. Va.— Amid
waves of bleak economic news, Fred
McCardle seems to be a rarity. He is
working 60 hours a week, at almost
double the pay of his old job, and
just bought a $500 flat screen TV.

“It’s nice to have a little extra
money,” says the 42-year-old, who
quit his job at a concrete company
and was hired as a coal miner soon
after by Consol Energy Inc. The com-
pany is spending $3 million on bill-
boards to attract workers across a
swath of Eastern states—West Vir-

ginia, Pennsylvania, Virginia and
Kentucky—and hired 15 new miners
this week at the McElroy mine,
where Mr. McCardle is working.

Mining is one of only two areas
of the private sector that added jobs
in October—the other was health
care. While 7,000 new mining jobs
are hardly enough to register in a na-
tional economy that shed 240,000
jobs last month, they make a differ-
ence in parts of the country like Ap-
palachia that have historically felt
the deepest pain during recessions.

Indeed, economists say demand
for coal could help communities
throughout Appalachia fare better
than areas in California or Florida hurt
by the housing bust, or parts of the
Midwest hurt by auto-industry woes.
Unemployment in West Virginia, the
second-biggest coal-producing state
behind Wyoming, was 4.7% in Octo-

ber, compared with 6.5% nationally.
“I don’t think West Virginia is go-

ing to avoid the national downturn al-
together, but we’re in better shape”
than many other states, said George
Hammond, an economist at West Vir-
ginia University. The coal-mining in-
dustry generates needed revenue for
the state’s coffers through special
taxes amounting to $419 million in
fiscal 2008. Its 600 coal mines em-
ploy about 50,000 people and sup-
port numerous other jobs, from
truck drivers to accountants.

Mining’s fortunes could shift
quickly, especially as coal prices soften
and the incoming administration of
President-elect Barack Obama trum-
pets clean energy. Mining communi-
ties, often isolated geographically,
have few industries to fall back on.

Industry officials, however, re-
main cautiously optimistic. While U.S.

coal prices are down from July peaks
as mild weather weakens demand and
the export market softens, the cur-
rent price is still about 30% higher
than in January. The use of coal,

which generates more than half the na-
tion’s electricity, tends to remain
fairly constant even when economic
activity slows. Utilities burn more
than one billion tons of coal a year. By
contrast, steelmakers use about 23
million tons of U.S. coal a year.

“Electricity demand never really
changes,” said Paul Forward, an ana-
lyst with Stifel, Nicolaus. He expects
utilities’ demand for coal to be down
1% this year and up 0.7% next year.

The tough economic climate buys
time for coal-mining companies as
utilities delay expensive conversions
to nuclear fuel and other alternative
fuel sources. The miners also think
the Obama administration will favor
clean-coal technologies and be reluc-
tant to undermine any industry that
is supporting the economy.

“We’re still seeing a fairly bullish
picture in employment on the coal
side,” said Luke Popovich, a spokes-
man for the National Mining Associ-
ation.

A resilient coal industry is bene-
fiting communities like Mounds-
ville, a small city on the Ohio River.
Years ago, companies such as Louis
Marx and Co., which made the once
ubiquitous Big Wheel children’s toy,
and Fostoria Glass, which made fine
stemware, closed down. But the
mine is still here.

Consol is the biggest private-sec-
tor employer in the area, with about
800 workers at the McElroy mine, the
largest operating coal mine in the east-
ern U.S. Most employees live either in
town or in surrounding Marshall
County, pop. 35,000, which had a 4.4%
unemployment rate in September.

The company plans to hire sev-
eral hundred people who showed up
at a recent career fair held at a mi-
nor-league baseball park. Bill-
boards touting the importance of
coal as an energy source are plas-
tered around the region, not to sell
coal but to attract workers to re-
place Consol’s aging work force.

Alpha Natural Resources Inc. of
Abingdon, Va., is also hiring, and in
May it started paying workers a gas
allowance and gave every employee
25 shares of stock in a retention ef-
fort. In October, it increased pay for
most jobs.

Patriot Coal Corp., which em-
ploys 4,000 people, has 200 job
openings for miners, electricians,
equipment operators and supervi-
sors. “If someone is willing to work
hard they have an opportunity to
make $90,000 a year,” said Janine
Orf, director of investor relations.

In Moundsville, small-business
owners said the economy isn’t
booming, but it is better than many
other areas of the country. Standing-
room crowds have filled the new Buf-
falo Wild Wings restaurant on re-
cent weekends, said Chris Lenevich,
a manager there.

“I think everyone in our area is
working that wants to work,” said
David Knuth, of the Marshall
County Chamber of Commerce.
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Derivatives market allows in more light
Fearing regulation,
some OTC players
boost transparency

By Tom Fairless

Having been blamed for many of
the problems of the financial crisis,
the market for over-the-counter de-
rivatives is scrambling to avoid
tough regulations and the incursion
of traditional exchanges onto its
turf.

This month, the Group of 20 de-
veloped and emerging nations is-
sued a declaration that dealt with
the need for greater transparency in
the OTC derivatives markets,
which, unlike derivatives ex-
changes, involve the trading of fi-
nancial instruments created on a
case-by-case basis. That means the
markets don’t produce the wealth of
data about buyers, sellers, and vol-
umes for outsiders that exchanges
can.

A common complaint among reg-
ulators is that because so many of
these trades take place away from
the public eye, it deprives the finan-
cial system of the knowledge it
needs to make sound judgments.
The trade in OTC derivatives has
been linked to the collapse of Leh-
man Brothers and to the excessive
accumulation of risk across the fi-
nancial system.

“We need to take urgent steps to
bring OTC derivative trading out
from the shadows.” Charlie Mc-
Creevy, the European Commis-
sioner for internal market and ser-
vices, said after the G-20 summit.

Established players in the OTC
markets are responding by high-

lighting the advantages of their indi-
vidually tailored contracts over ex-
changes’ standardized contracts, as
well as arguing that the markets
have become a necessary cog in the
world’s financial machinery. But
they are also altering some of their
practices to increase transparency.

“When a part of these markets
stopped functioning, the fallout was
massive,” said Terry Smith, chief ex-
ecutive of Tullett Prebon PLC, an in-
terdealer broker that draws to-
gether potential buyers and sellers
in the OTC markets. “So shutting
the markets altogether would cre-
ate a big problem.”

London-based interdealer bro-
ker ICAP PLC published a report
this month saying that OTC markets
offered “deep and liquid” trading
and saying that “it is no surprise
that asset-class innovation tends to
originate within the OTC space.”

Nevertheless, participants con-
cede there is a need for greater
transparency as a means of clarify-
ing trading positions and hence re-
ducing risk.

“The lack of transparency in
some parts of the OTC world may
have exacerbated some of the mar-
ket reactions to current problems,”
ICAP said in its report. “There is no
doubt that an overhaul of some ar-
eas of the regulatory framework sup-
porting wholesale financial markets
is necessary.”

Many brokers are taking steps to
address this issue. Electronic trad-
ing of OTC derivatives, which helps
improve price transparency and su-
pervision of trading, is becoming
more widely adopted. According to
ICAP, about 80% of all credit-default-
swap indices and 50% of single-
name credit default swaps are
traded electronically around the

world. Two years ago, none were.
Market participants have also

agreed to shorten the time it takes
to settle trades. Many deploy portfo-
lio reconciliation tools to check
trade details and portfolio compres-
sion to cancel out overlapping
trades.

Clearinghouses, which ensure
that the funds and goods are in
place for a trade before approving
it, are becoming a bigger part of the
OTC market. Clearinghouses help re-
duce counterparty risk, or the dan-
ger that the participant on the other
side of a trade will default, by effec-
tively acting as a buyer to every
clearing-member seller and a seller

to every buyer.
A significant share of interest-

rate swap trades are cleared
through SwapClear, which is part of
LCH.Clearnet Group Ltd., while the
oil derivatives market is cleared
through either Nymex Clearport,
owned by CME Group Inc., or Ice
Clear, part of InternationalEx-
change Inc., according to ICAP. The
European Union’s emissions market
is cleared by LCH.Clearnet.

Interdealer broker GFI Group
Inc. clears more than half of its glo-
bal business centrally. Julian Swain,
head of GFI’s London operations,
said the share of cleared trades has
risen this year in some markets. It

reached 65% of all emissions trades
in October from 42% in January, and
47% of all coal trades, compared
with 2% in January.

Many brokers say regulators
should encourage these trends
rather than seek an overhaul of the
market infrastructure. They also ex-
press concern that established ex-
changes will take advantage of regu-
latory calls for transparency to take
over the market for OTC products,
along with its high margins.

Four of the biggest exchange
groups—Chicago-based CME Group
Inc., Deutsche Börse AG-owned de-
rivatives market Eurex, Atlanta-
based IntercontinentalExchange
and London-based Liffe, the deriva-
tives arm of NYSE Euronext—are
poised to launch clearinghouses for
credit derivatives.

“A central counterparty is criti-
cal to help resolve issues, particu-
larly in the credit markets,” said
Henrik Raber, co-head of credit flow
sales and trading at UBS. “There are
likely to be at least two CDS clearing
houses running by January, with
Liffe and ICE likely to come to mar-
ket first.”

But brokers worry exchanges
might use their control of a clearing-
house to force OTC trading onto
their systems. According to ICAP,
such a move would grant the ex-
change a monopoly in trade execu-
tion, leading to increased trading
costs and risk.

Expanding market
Despite having a poor 
year, the trade in credit 
derivatives is still 
expected to increase. 
Global outstanding
notional value of
credit-default swaps,
in trillions of dollars.

Sources: TABB Group; International
Swaps and Derivatives Association
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New Star’s Whittaker
to leave struggling group
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By Matt Turner

New Star Asset Management
Ltd. said its joint-chief investment
officer Stephen Whittaker is leaving
the group, as the London-based
funds house moves to turn around a
period of troubled performance.

The group confirmed Mr. Whit-
taker’s departure in a statement Fri-
day and said it was already in discus-
sions with possible successors. His
successor will work alongside co-
chief investment officer Gregor Lo-
gan and “be specifically tasked with
improving the risk-adjusted returns
across the entire fund range.”

Mr. Whittaker also manages New
Star’s UK Growth Fund, oversight of
which will now pass to Trevor
Green, who joined New Star earlier
this year and managed the equity
portion of the New Star Managed
Distribution Fund and the Select Op-

portunities Fund. Mr. Whittaker
couldn’t be reached for comment.

In addition, Tim Steer, manager
of the New Star UK Alpha fund, will
be given more responsibility in the
U.K. equity team.

Skandia Investment Group, the
U.K. fund of funds which invested in
New Star, decided Friday to move
funds managed by Mr. Whittaker
into portfolios under Mr. Steer’s
oversight.

“Our overwhelming priority in
making these changes is to improve
investment performance,” said
John Duffield, New Star’s chairman,
“I recognize that we have been too
slow in some of our funds in adjust-
ing to the sustained falls in securi-
ties markets.”

In July, New Star took away from
Mr. Whittaker the responsibility for
its underperforming £253 million
($374 million) equity-income fund,
naming Charles Deptford as his suc-
cessor. The Whittaker-run fund lost
26% in value in the 12 months to
June 30.

Then, in August, New Star re-
ported a 37% fall in its operating
profits for the first half of the year,
and a 14% decline in money under
management. It also announced
plans to merge some of its smaller
and poorer-performing funds.
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Basilea Pharmaceutica AG

Swiss biotechnology company
Basilea Pharmaceutica AG said its
Zevtera superbug-fighting antibi-
otic received a positive vote from
the scientific advisory committee of
European pharmaceuticals watch-
dog EMEA. The vote should pave the
way for European Union approval
later this year or early next year, ac-
cording to analysts. Superbugs such
as methicillin-resistant Staphylococ-

cus aureus, or MRSA, cause compli-
cated, sometimes fatal, skin infec-
tions. Analysts say that Zevtera, ge-
nerically known as ceftobiprole,
could bring in between one billion
Swiss francs ($818.4 million) and 1.6
billion francs in its best years.
Basilea is collaborating with
Johnson & Johnson’s Cilag GmbH In-
ternational to develop the antibi-
otic. The advisory board also backed
Roche Holding AG’s RoActemra, a
new drug for the treatment of rheu-
matoid arthritis.

Absa Group Ltd.

South African lender Absa
Group Ltd. said it appointed Maria
Ramos to succeed Steve Booysen as
chief executive, starting in March.
Absa is majority owned by U.K. bank
Barclays PLC. Ms. Ramos said Fri-
day that she will step down at the
end of February as CEO of Transnet
Ltd. “The challenge always was,
‘Where to next?’ ” said Ms. Ramos,
who oversaw the rebranding of the
company that runs South Africa’s
rail network and ports, and helped

return it to profitability. Mr. Booy-
sen said, “Having achieved the sig-
nificant goals that I set for myself at
the start of my term as group chief
executive and with Absa performing
well, this is a good time to move on.”

Repsol YPF SA

Spanish savings bank La Caixa
SA said it has held talks to sell part
of its stake of more than 12% in Rep-
sol YPF SA to Russian oil company
OAO Lukoil. The bank said a possi-
ble deal depends on a parallel sale
by Spanish construction company
Sacyr Vallehermoso SA of its 20%
interest in Repsol. Through buying
a stake in Repsol, Lukoil would gain
part of the Spanish oil-and-gas com-
pany’s refining capacity in Spain
and Latin America of nearly 1.2 mil-
lion barrels a day. La Caixa didn’t
elaborate on how much of the Rep-
sol stake it may sell to Lukoil, and
Lukoil declined to comment. Sacyr
said it remains open to discussions
on any of its assets.

A.P. Moeller-Maersk AS

Danish shipping company A.P.
Moeller-Maersk AS said its Maersk
Line unit will cut capacity by 8%
next year between the Far East and
North America in response to an an-
ticipated drop in demand. In the lat-
est sign of a slowdown in global
trade, the world’s largest container
shipper by volume signed a vessel-
sharing agreement with France’s

CMA-CGM SA, the world’s third-
largest, in an effort to cut industry
capacity. “These changes are made
in anticipation of a more difficult
trading environment in 2009 and a
part of our efforts to further ratio-
nalize deployment,” Maersk said.
The new agreement will take affect
in May, using the Suez and Panama
canals, and includes the Far East to
the U.S. East Coast and the Far East
to the Pacific Northwest.

Wal-Mart CEO to retire, in surprise move
International chief
Mike Duke is named
to run giant retailer

Fortis NV

The Dutch government said it
will merge the retail-banking opera-
tions of Fortis NV and ABN Amro
and named former Finance Minister
Gerrit Zalm chief executive of the
combined bank.“ABN Amro and For-
tis have to go forward as one power-
ful Dutch company,” said Dutch
Prime Minister Jan Peter Balk-
enende. The state bought Fortis’s
Dutch businesses, including ABN
Amro, for Œ16.8 billion ($21 billion)
in October after it lost the confi-
dence of investors and depositors.

GLOBAL BUSINESS BRIEFS
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In a rare change in leadership for Wal-Mart, Lee Scott, left, will give way to Mike
Duke, who will take over as chief executive of the discount retailer on Feb 1.

CORPORATE NEWS

In a sudden change of leadership
at the world’s largest retailer, Wal-
Mart Stores Inc. said Chief Execu-
tive H. Lee Scott Jr. is retiring and
will be succeeded by Mike Duke,
who heads the company’s growing
international operations.

Mr. Duke joins Wal-Mart’s board
immediately and will take over as
CEO Feb. 1 to steer the discounter
through the current global eco-
nomic turmoil.

Mr. Scott, who in recent years
led the company through a period of

slowing growth and rising public
criticism of its labor practices, will
continue as chairman of Wal-Mart’s
executive committee and become a
company adviser.

The ascent of Mr. Duke, who at
58 years old is just a year younger
than the man he is succeeding, puts
a well-regarded insider at the helm
of Wal-Mart as it executes a strat-
egy of remodeling many of its U.S.
stores while grabbing a greater
share of the global retail market.

Mr. Scott and Mr. Duke weren’t
made available to comment.

Wal-Mart shares rose $2.26, or
4.5%, to $52.92 at 4 p.m. in New
York Stock Exchange composite
trading on Friday.

The handoff—only the fourth
CEO change in the company’s
46-year history, and the third since
founder Sam Walton turned over
the reins in 1988—comes as the re-
tailer enjoys a renaissance.

After years of struggling with
stagnant U.S. sales, Wal-Mart re-
gained strength in the past year,
posting strong revenue and profit
with its renewed emphasis on low

prices as well as improved merchan-
dise and expanded marketing.

Mr. Duke’s challenge will be shep-
herding Wal-Mart into a future
where its traditional growth engine,
its U.S. superstores, no longer yield
the upside they once did. Even
though its U.S. sales have beaten the
competition’s recently, they are
growing at about half the rate they
did earlier in the decade, when
fewer supercenters dotted the land-
scape. Meanwhile, the company is
pursuing promising but riskier ex-
pansion in emerging markets such
as Brazil and China.

Mr. Duke’s varied 13 years of ex-
perience at Wal-Mart—which in-
cludes tenures as the head of its lo-
gistics operation as well as stints
running its U.S. and foreign opera-
tions—make Mr. Duke the steadiest
hand available for the task, accord-
ing to some of Wal-Mart’s business
partners and the company itself.

In a memo to employees, Wal-
Mart Board Chairman Rob Walton, el-
dest son of the founder, offered reas-
surance about the unexpected timing
of the management change, saying it
was the culmination of a well-honed
succession plan. He said it was
Mr. Scott’s decision to retire, and that
Wal-Mart’s current market strength
in the midst of economic turmoil
made it a good time for the transition.

“We think the right time is now,
a time of strength and momentum
for our company,” he wrote. “Our
strategy is sound and [Mr. Duke]
has been actively involved in devel-
oping and executing this strategy.”

The search for a successor to
Mr. Scott began two years ago, said
a person familiar with the situation,
and was formalized during a Novem-
ber 2007 meeting at a time when
Wal-Mart’s fortunes remained at a
low ebb. The upshot: Mr. Duke and
Eduardo Castro-Wright, the 53-year-
old head of Wal-Mart’s U.S. opera-
tions, emerged as the front-runners
to succeed Mr. Scott, the informed
individual said.

Mr. Duke’s selection was popular

inside headquarters as well as
among people who do business with
the company, said some suppliers.

When to step down was left up to
Mr. Scott, according to the company
and other insiders. Now, “he feels he
has the company positioned where
he wants it to go,” said a person
knowledgeable about the succes-
sion planning.

Mr. Duke’s age, however, was
also apparently a consideration, this
person said. Since he is just a year
younger than Mr. Scott, waiting
much longer might have aged Mr.
Duke out of the job, which he is ex-
pected to hold only five or six years.

Although Mr. Castro-Wright was
passed over for the top position, he
was given an expanded role as vice
chairman and head of the compa-
ny’s global procurement operation.
Mr. Castro-Wright is a former CEO
of a division of Honeywell Interna-
tional Inc., Honeywell Transporta-
tion and Power Systems Worldwide,
and former president of Honeywell
Asia Pacific.

He joined Wal-Mart in 2001 and
previously headed its Mexican busi-
ness, Wal-Mart de Mexico, before be-
ing put in charge of U.S. store opera-
tions in 2005.

Mr. Duke worked at Federated
Department Stores and May Depart-
ment Stores for 23 years prior to
joining Wal-Mart in 1995. As head of
the international division, he pulled
out of two unprofitable markets,
Germany and South Korea, an ac-
knowledgment that the company
had failed to win over customers.

In Bentonville, Ark., Wal-Mart’s
headquarters city, where office
parks are filled with liaisons to Wal-
Mart from other Fortune 500 compa-
nies, reaction to Mr. Duke’s ascent
was overwhelmingly positive.

“He is a very strong manager
who is not going to make any mis-
takes,” said Paul Prebil, Goodyear
Tire & Rubber Co.’s Wal-Mart sales
director in Bentonville.

It was a very different time when
Mr. Scott took over Wal-Mart in Janu-
ary 2000, embarking on a tenure

marked by turmoil and change. He
grappled with store saturation and
falling investment returns in the com-
pany’s U.S. division, while fending off
critics who blasted the retailer’s pay,
benefits and treatment of its employ-
ees. A class-action sex-discrimination
suit against Wal-Mart is still pending
in a federal court in San Francisco.

Mr. Scott also dealt with a series
of scandals, including an investiga-
tion into stores hiring illegal immi-
grants, and a top executive accused
of stealing from the company.

But in the past three years, Mr.
Scott led a turnaround of Wal-
Mart’s U.S. operations, bringing in
executives from outside the once-in-
sular company. Mr. Scott reached
out to critics and started an environ-
mental initiative to reduce company
waste and increase fuel efficiency.

“We hope with the change of lead-
ership Wal-Mart will turn over a new
leaf and allow workers to choose
freely whether or not to organize a la-
bor union, rather than continue its co-
ercive antiunion campaigning,” said
Carol Pier, labor-rights and trade se-
nior researcher at Human Rights
Watch, a nonprofit organization.

Wal-Mart’s stock, while still
down 20% from when Mr. Scott be-
came chief executive, has climbed
11% this year—making Wal-Mart the
only Dow Jones Industrial Average
component to notch gains for 2008.

Mr. Duke’s rise comes as Wal-
Mart plans to shift two-thirds of cap-
ital expenditures to high-growth
markets abroad.

Wal-Mart is also predicting that
it will post an operational profit this
year in Japan, where it has long
struggled and continues to post
comparable-store losses.

But the international push, which
Mr. Duke has spearheaded, comes
rife with risks. Wal-Mart cut its an-
nual profit projections last week, cit-
ing fluctuations in currency-ex-
change rates. Despite its optimism
about Japan, the world’s second-
largest retail market, it also revealed
that its Japan sales growth declined
compared with the year earlier.

AngloGold Ashanti Ltd.

Bridge loan of $1 billion
avoids fire sale of assets

AngloGold Ashanti Ltd. on Fri-
day said it secured a $1 billion
bridge loan that buys it time to refi-
nance until credit markets have re-
covered, meaning it won’t be forced
into a fire sale of assets. The South
African gold miner continues to dis-
cuss the sale of what it terms non-
strategic assets, but Chief Executive
Mark Cutifani said this can take
time. “We’re not sellers if it’s not for
value,” he said. The loan with Stan-
dard Chartered Bank will be used to
repay a convertible bond due Feb.
27. “This was the last brick in the
wall to make us bulletproof,”
Mr. Cutifani said.

Carnegie AB

The board of Carnegie AB said it
was questioning the legality of the
Swedish government’s decision to
take over the Swedish investment
bank after Sweden’s National Debt
Office said earlier it had started the
sales process. Carnegie put up
shares in units Carnegie Investment
Bank AB and insurance branch Max
Matthiessen AB as collateral for a
five billion Swedish kronor ($595 mil-
lion) loan from the Swedish central
bank, which was then transferred to
the debt office. The office took con-
trol of the shares Nov. 10, after Swe-
den’s financial regulator revoked Car-
negie’s banking license because of il-
legal trading activities.

—Compiled from staff
and wire service reports.

By Ann Zimmerman, Miguel
Bustillo and Joann S. Lublin
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Turkish Fund EE EQ SWE 11/21 SEK 3.88 –66.2 –61.9 –28.7

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 11/18 SAR 4.97 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 11/20 USD 219.48 –29.6 –28.9 –13.2
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 11/19 USD 122.76 –56.7 –55.8 –29.1
Sel Glob Equity GL EQ GGY 11/19 USD 126.84 –53.6 –52.7 –29.1
Sel Glob Fxd Inc GL BD GGY 11/20 USD 122.23 –16.7 –17.7 –6.6
Sel Pacific Equity AS EQ GGY 11/19 USD 79.01 –55.2 –55.4 –21.9
Sel US Equity US EQ GGY 11/19 USD 88.27 –48.3 –47.1 –26.1
Sel US Sm Cap Eq US EQ GGY 11/19 USD 107.76 –53.4 –52.9 –32.9

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/20 EUR 285.82 –20.8 –20.2 –11.0
DSF 50/50 EU BA LUX 11/20 EUR 211.06 –28.9 –27.7 –15.7
DSF 75/25 EU BA LUX 11/20 EUR 158.87 –36.7 –35.2 –20.9
KBC Eq (L) Europe EU EQ LUX 11/20 EUR 364.68 –52.0 –51.1 –30.7
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 11/20 EUR 383.16 –50.3 –49.0 –27.4
KBC Eq (L) NthAmer USD US EQ LUX 11/19 USD 593.49 –45.6 –43.7 –22.8
KBL Key America EUR US EQ LUX 11/18 EUR 298.82 –48.9 –47.7 –24.8
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A lender’s envoy to Asia
Stephen Roach,
of Morgan Stanley,
discusses the outlook
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Three more U.S. banks
fail as turmoil spreads

Stephen S. Roach has been with
New York-based investment bank
Morgan Stanley for more than 25
years, during the better part of
which he was the senior executive
heading the bank’s team of global
economists. He earned a reputation
for bearishness long before the cur-
rent turmoil began.

But when asked if plunging
property, commodity and share
prices, sharp cutbacks in lending
and widespread pessimism could
lead to another Great De-
pression like that in the
1930s, Mr. Roach retorts:

“This is a tough reces-
sion. It is unlike any of the
recessions that I have lived
in and worked through in
my 35 years as a profes-
sional economist. Over that
period, I have lived through
five major recessions, over
12 financial crises, they
were all different, and this
one is worse than those.
But does that mean it’s as
bad as it was in the ’30s? I don’t
think so, and I think it’s really prema-
ture to try to scale this relative to
any historical benchmark.”

Since June last year, the
63-year-old Mr. Roach has been Mor-
gan Stanley’s Hong Kong-based
chairman for Asia, serving as its se-
nior representative to clients, gov-
ernments and regulators across the
region, rather than running the
bank’s day-to-day Asia operations.

Morgan Stanley needs a credible
ambassador as it seeks to turn the
page on the troubles plaguing it and
its counterparts, not the least of
which are the plunging share prices
of banks. Morgan Stanley has an-
nounced layoffs and has received
regulatory approval to become a
bank holding company, rather than
strictly an investment bank, allow-
ing it to seek retail deposits and ex-
panding its funding options.

During a recent visit to Sin-
gapore, Mr. Roach sat down for a
chat with Ven Ram. Here are ex-
cerpts:

WSJ: Where do you think the U.S.
economy is headed over the next
one year, and what are the implica-
tions for Asia?
Mr. Roach: The U.S. is in a deep re-
cession, the depth of which has been

very much determined by the freez-
ing up of credit markets. I think as
credit markets slowly begin to thaw
out, the recession won’t be quite as
deep, but it will be ongoing through
most of 2009 with a potential spill-
over into 2010.

Asia remains very much an ex-
port-led economy so it is going to
feel the pressure brought about by
the reduction of American consump-
tion growth. The good news is that
the region won’t collapse as it did a
decade ago, but slower growth is
likely through 2010.

WSJ: When do you see the U.S. mar-
ket bottoming?
Mr. Roach: The U.S. market will bot-
tom six to nine months in advance of

the likely bottom in the U.S.
economy. So I think at
some point in the second
half of 2009 you will begin
to see some improvement
in U.S. equity markets.

But when the bottom
comes and when the mar-
ket starts to work its way
higher—as it inevitably
does—the question is how
much staying power will
there be to this rally? Will
it be a sharp recovery? Will
it be a disappointing recov-

ery? Will it be an aborted recovery?
We don’t know right now. My best
guess is that a recovery in its early
stages will be relatively weak and
that will constrain the markets for
rallying for too long and too high.

WSJ: Taking the pulse of the econ-
omy, leading a huge organization—
what are the similarities and differ-
ences?
Mr. Roach: I have learned in my
years as a macro analyst and econo-
mist that it is absolutely critical to
have a conceptual framework that
allows you to put various pieces of
the macro outlook in context, and
the same is true of any organiza-
tion. You need to understand the
themes that are going to be driving
your business, your markets, and
how you fit your talent pool and
align them with those thematic or
strategic opportunities.

WSJ: Which management thinker
has influenced you the most?
Mr. Roach: Michael Porter, profes-
sor at the Harvard Business School.
He wrote a number of articles over
the years on the importance of strat-
egy, and he made the critical distinc-
tion between strategy and tactics;
strategy and operational effective-

ness; strategy and cost-cutting. And
that has long been very influential
in my understanding of the way busi-
nesses fail and succeed.

Strategy in the Porter sense and
in the sense that I embrace is to iden-
tify just a few major markets or
products or client groups and tailor-
make your organization into that vi-
sion in a way that does not currently
exist.

WSJ: In your job as a manager, is
there a difference in functioning out
of the U.S. and out of Asia?
Mr. Roach: It’s a very different job.
For 25 years I led a first-rate global
economics team and spent a lot of
my time in Asia. But I am now look-
ing at the broader business with a to-
tally different perspective. Asia it-
self is a different culture, a different
talent set, the countries are differ-
ent. It’s very exciting, but it’s also
very challenging.

WSJ: What was your first job, and
what did you learn from it?
Mr. Roach: My first job after I got a
Ph.D. in economics [at New York Uni-
versity] in the early ’70s was going
to work at the Federal Reserve and
working at the Fed throughout the
1970s and bearing witness to a ma-
jor policy blunder made by the Fed
that culminated in devastating dou-
ble-digit inflation in the U.S. and
around the world. That taught me a
very painful lesson: at central banks
we study abstractly, and the text-
books that we look to as being the
guardians of the system are not in-
fallible.

Unfortunately, we have seen
some big mistakes made by central
banks in recent years that have
played a role in creating the very cri-
sis that we are in the midst of right
now.

WSJ: What has been your proudest
moment as chairman in Asia?
Mr. Roach: Quite honestly, it was
when I attended the Olympics in
China and saw with the benefit of
hindsight how far China has come in
the dozen years or so that I have
been spending a lot of time in that
country, and how proud the nation
was putting on that show for the
world to see.

I was very proud to have been a
part of the journey that has taken
China to the place where it is today.
The Chinese economy is not per-
fect—no economy is perfect—and
they are feeling some pressures
right now, but they have come so far
in such a short period.
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By Dan Fitzpatrick

And Damian Paletta

Three more banks failed Friday as
U.S. government officials scrambled
to contain the spreading financial tur-
moil, marking the highest volume of
bank failures in one day since the sav-
ings-and-loan crisis of the late 1980s.

The Office of Thrift Supervision
closed two California thrifts—
Downey Savings & Loan of Newport
Beach and PFF Bank & Trust of
Pomona—and state regulators in
Georgia closed Community Bank of
Loganville. The Federal Deposit In-
surance Corp. took the companies
into receivership and sold all the de-
posits, which means no depositors
lost money.

U.S. Bancorp bought all the de-
posits and some of the assets of the
two California thrifts, and Virginia-
based Bank of Essex bought all the
deposits and some of the assets of
Community Bank.

Twenty-two banks have failed in
the U.S. this year, from $18.7 million
Hume Bank to $307 billion Washing-
ton Mutual Inc.’s banking opera-
tions. Regulators expect more fail-
ures for the rest of the year and into
the next, as rotting real-estate and
other loans continue to hurt bank
balance sheets.

Friday’s failures came just hours
after the FDIC finalized its policy to
temporarily back debt issued by
banks and thrifts, which govern-
ment officials hope will shore up
confidence in the banking sector.

Downey, a unit of Downey Finan-
cial Corp., was the third-largest
bank to fail this year. The $12.78 bil-
lion, 175-branch thrift was hurt by
its aggressive push into adjustable-
rate mortgages on the West Coast.
Bank officials warned earlier this
month that it could fail.

The thrift had been operating un-
der a Dec. 31 deadline to meet regula-
tory demands for more capital or
find a buyer. In a Nov. 10 filing,
Downey said there was “a significant
risk that the bank will not be able to
raise sufficient additional capital.”

Its third-quarter loss of $81.1 mil-
lion was its fifth consecutive quar-
ter in the red and more than triple
the loss in the year-earlier period.
Its nonperforming assets, or bad
loans, were 15.66% of total assets,
up from 2.94% in the same period in
2007. Its deposits were down 9.8%
from a year ago, to $9.62 billion.

U.S. Bancorp’s acquisition of
Downey and PFF, a unit of PFF Ban-
corp Inc., adds to the bank’s opera-

tions in the western U.S., where it al-
ready has branches in Seattle; Port-
land, Ore.; Sacramento, Calif.; San
Francisco; Los Angeles and San Di-
ego. It also has a large presence in
the Midwest.

The sixth-largest domestic bank
in assets, U.S. Bancorp faces new
competition from rivals J.P. Mor-
gan Chase & Co., Wells Fargo & Co.
and PNC Financial Services Group
Inc., all of which are adding to their
networks via acquisitions of Wash-
ington Mutual, Wachovia Corp. and
National City Corp.

“We believe that acquisitions like
these are an efficient means of lever-
aging U.S. Bank’s strong capital base
and investing in our company,” said
U.S. Bancorp Chairman and Chief Ex-
ecutive Richard K. Davis. “These are
very positive transactions for our
shareholders and are consistent
with our growth strategy, especially
in key California markets.”

U.S. Bancorp has avoided large
acquisitions in recent years, focus-
ing instead on profitability and cost
cutting. But top executives recently
signaled their interest in being a
consolidator during the current cri-
sis. The bank was a losing bidder in
the contest for Cleveland-based Na-
tional City, which went to Pitts-
burgh-based PNC Financial.

Mr. Davis said during U.S. Ban-
corp’s third-quarter conference call
with analysts that “we are more ac-
tive and more interested than we
might have been before.”

Experts and analysts had been ex-
pecting Downey’s failure for weeks.
The Los Angeles Times ran a story Fri-
day morning headlined “Downey Fi-
nancial Could Be Next Bank Casualty.”

PFF had $3.7 billion in assets and
$2.4 billion in retail deposits. The
116-year-old bank is one of the old-
est banks to fail during the financial
crisis. It had 38 branches and
roughly 700 employees.

“The closing of these two thrifts
once again demonstrates the tre-
mendous impact of the housing mar-
ket distress on the state of Califor-
nia,” OTS Director John Reich said.
“Four of the five failures among OTS-
regulated institutions this year—
and all the ones of significant size—
have had major concentrations in
housing finance in that state.”

Community Bank had $611.4 mil-
lion in deposits, and $84.4 million of
its $681 million total assets were ac-
quired by Tappahannock, Va.-based
Bank of Essex. Its four branches
were to open Monday under the
Bank of Essex name.

Stephen S.
Roach
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By Jay Solomon

WASHINGTON—As U.S. secre-
tary of state, Sen. Hillary Clinton
would seek diplomatic solutions to
problems her husband and Presi-
dent George W. Bush largely failed
to solve, from North Korea’s nuclear
program to the Arab-Israeli conflict
and the U.S. standoff with Iran.

Sen. Clinton’s international stat-
ure would help gain the attention and
cooperation of world leaders, say cur-
rent and former U.S. diplomats. Even
the former first lady’s critics acknowl-
edge that her tenacity and attention
to detail could make her an effective
chief American diplomat.

Still, Sen. Clinton’s foreign-pol-
icy doctrine, as outlined during the
presidential campaign, is consider-
ably to the right of President-elect
Barack Obama’s. The two could form
an effective good-cop, bad-cop com-
bination, supporters say. Others fear
a reprise of the ideological battles be-
tween the White House and State De-
partment that marked President
George W. Bush’s administration.

Representatives of Mr. Obama
and Sen. Clinton continue to have in-
tensive talks and have resolved the fi-
nancial-disclosure issues surround-
ing the international charity work of
her husband, former President Bill
Clinton, according to a transition
aide. People on both sides say Mr.
Obama is on track to announce Sen.
Clinton as his choice.

“We’re still in discussions, which
are very much on track,” said Phil-
ippe Reines, a senior adviser to Sen.
Clinton, on Friday. “Any reports be-

yond that are premature.”
Meanwhile, an official close to

the transition team said Friday that
retired Marine Corps Gen. James
Jones has moved up the list to be-
come the favorite to become Mr.
Obama’s national-security adviser.

His choice would likely mean
James Steinberg, a top foreign-policy
adviser to the Obama campaign,
would move over to the State Depart-
ment and become Sen. Clinton’s dep-
uty, the official said. Another Obama
confidante, Susan Rice, would then be
positioned to be Gen. Jones’s deputy.

Sen. Clinton has earned a reputa-
tion as being among the more hawk-
ish Democrats during her eight years
in the Senate. She voted in favor of
the Iraq war, though she later dis-
tanced herself from the decision and
accused the Bush White House of pro-

viding skewed intelligence to Con-
gress. She has also supported strin-
gent economic sanctions against
Iran for its nuclear activities, and
broke with Mr. Obama last year by
backing a Bush administration initia-
tive to label an Iranian military body,
the Revolutionary Guard Corps, a ter-
rorist organization. During the cam-
paign, she threatened to “totally
obliterate” Iran if the country car-
ried out a nuclear strike on Israel.

Sen. Clinton ranks among Israel’s
staunchest defenders in Congress,
raising concerns among some Arab
diplomats about her ability to be a
peace broker between Palestinians
and Israelis. Many Arab governments
have voiced hope that the Obama ad-
ministration will view their positions
more favorably than Mr. Bush did.

“She’s not incredibly popular in

the Arab world, but she’s a known
quality, which could help,” said an
Arab diplomat working on the Pales-
tinian issue.

Sen. Clinton has joined with Mr.
Obama in pledging to break from
the unilateralist foreign policies
that often defined the Bush adminis-
tration, while working to rebuild
American alliances globally. She has
called for the U.S. to work closely
with the United Nations and to em-
power multinational bodies like the
International Criminal Court.

In facing the rising power of
China and Russia, Sen. Clinton has
called for a sustained effort to inte-
grate Beijing and Moscow more ef-
fectively into global economic and
political bodies. “Our relationship
with China will be the most impor-
tant bilateral relationship in the

world in this century,” she wrote in
Foreign Affairs last year.

Sen. Clinton and Mr. Obama have
both indicated they will continue an
engagement strategy with North Ko-
rea pursued by Mr. Bush that echoes
an agreement the Clinton adminis-
tration originally made with Pyong-
yang in 1994.

The deal calls for North Korea to
verifiably dismantle its nuclear-
weapons programs in exchange for
economic aid and normalized rela-
tions with Washington. But in re-
cent days, Pyongyang has indicated
it could balk at the verification mea-
sures Washington is demanding, a
development that could leave the
Obama administration facing a
fresh crisis once in office in January.

Some Democratic foreign-policy
specialists grumble that the inclu-
sion of Sen. Clinton and veterans of
Mr. Clinton’s foreign-policy team un-
dercuts Mr. Obama’s calls for
change in Washington. Former Mid-
dle East negotiator Dennis Ross, for
example, is expected to take a simi-
lar job under Mr. Obama. Critics
note that Mr. Clinton’s teams failed
to achieve some of the same initia-
tives that Mr. Obama is champion-
ing, such as normalizing ties with
Iran and building bridges to Syria.

One advantage for Mr. Obama is
the Democrats’ dominance in Con-
gress. “I think Obama could have the
same exact team as Clinton and pro-
duce a lot more results,” said M.J.
Rosenberg, director of policy analy-
sis at the Israel Policy Forum.
 —Monica Langley

contributed to this article.

By Tomoyuki Tachikawa

And Megumi Fujikawa

TOKYO—Bank of Japan Gov.
Masaaki Shirakawa said the central
bank will do what it can to supply li-
quidity to financial markets, but
hinted against further cuts in the
country’s already low interest rates.

“In terms of securing smooth
functions in the short-term money
market, there is a possibility that an
additional rate cut might cause vari-
ous problems under already-accom-
modative financial conditions,” Mr.
Shirakawa said Friday.

“Especially now that the deterio-
ration in financial market functions
has been an issue, the BOJ needs to
consider” the impact of further mon-
etary loosening.

Mr. Shirakawa’s comments came
after the BOJ board voted unani-
mously to keep its policy interest
rate steady at 0.30%.

The remarks suggest the central
bank is digging in its heels at cur-
rent levels. But Mr. Shirakawa said
Japan’s economic downturn is
likely to be lengthy and the BOJ is
“studying what policy we should im-
plement when economic conditions
become more severe down the
road.” Last month, the BOJ cut the
overnight target by 0.20 percent-
age point.
 —Takeshi Takeuchi

contributed to this article.

Clinton faces familiar list of problems
Obama’s likely choice for secretary of State carries a hawkish reputation on North Korea, Iran and Palestinians

By Yochi J. Dreazen

And Siobhan Gorman

WASHINGTON—Many of the Re-
publicans emerging as potential
members of the Obama administra-
tion have professional and ideologi-
cal ties to Brent Scowcroft, a former
national-security adviser turned
public critic of the Bush White
House.

Mr. Scowcroft spoke by phone
with President-elect Barack Obama
last week, the latest in a
months-long series of con-
versations between the
two men about defense and
foreign-policy issues, ac-
cording to people familiar
with the discussions.

The relationship be-
tween the president-elect
and the Republican heavy-
weight suggests that Mr.
Scowcroft’s views, which
place a premium on an Is-
raeli-Palestinian peace ac-
cord, might hold sway in the Obama
White House.

Defense Secretary Robert
Gates, who was deputy national-se-
curity adviser under Mr.
Scowcroft in the George H.W. Bush
administration, is almost certain
to be retained by Mr. Obama, ac-
cording to aides to the president-
elect. Richard Haass, a Scowcroft
protégé and former State Depart-
ment official, could be tapped for a
senior National Security Council,
State Department or intelligence
position. Mr. Haass currently runs

the Council on Foreign Relations.
Other prominent Republicans

with close ties to Mr. Obama include
former Secretary of State Colin Pow-
ell, who endorsed the Democrat in
the final days of the campaign, and
Indiana Sen. Richard Lugar, a senior
member of the Senate Foreign Rela-
tions Committee.

“I think most of my close associ-
ates have a generally similar view,”
Mr. Scowcroft said in an interview.
“What’s the old story about birds of

a feather?”
Mr. Scowcroft said his

biggest piece of advice for
the new administration
was that it should make a
renewed push to help bro-
ker an Israeli-Palestinian
peace deal. He also en-
dorsed Mr. Obama’s call for
diplomatic engagement
with Iran.

“Compared to the other
alternatives we face with
Iran, we ought to give it a

really good, sincere try,” Mr.
Scowcroft said. “I have a hunch that
we’ll be more successful than a lot
of detractors think.”

Obama aides declined to com-
ment on the substance of the conver-
sations. A transition aide said the
president-elect has “deep respect
for Brent Scowcroft.”

Mr. Scowcroft’s re-emergence
caps a tumultuous few years for the
83-year-old former Air Force gen-
eral. In the run-up to the Iraq war,
Mr. Scowcroft wrote an opinion col-
umn in The Wall Street Journal argu-

ing against an invasion and warning
that it would “seriously jeopardize,
if not destroy” the Bush administra-
tion’s war on terrorism. In speeches
and interviews, he regularly criti-
cized both the decision to invade
Iraq and the Bush team’s handling of
the war effort.

The White House responded by
removing Mr. Scowcroft from his po-

sition as chairman of a foreign intel-
ligence advisory board. Defenders
of the Bush policy say the president
has planted the seeds of democracy
in the Middle East and preserved
strong ties with Israel, which had a
tense relationship with the elder
President Bush when Mr. Scowcroft
was national-security adviser.

Mr. Scowcroft, who stayed neu-
tral in this year’s presidential cam-
paign, is a prominent advocate of a
“realist” approach to foreign policy
that favors deal-making over the
ideological commitments the sec-
ond Bush administration was
known for.

“He said before the war that this
is a war of choice that we shouldn’t
be engaged in. I think that has reso-
nated with Obama,” said Amy Ze-

gart, a public-policy professor at
the University of California, Los An-
geles, who served as an adviser on
national-security matters to Mr.
Bush’s 2000 campaign.

In the interview, Mr. Scowcroft
said the Bush administration’s two
terms were “difficult years.” He said
Mr. Obama’s election left him opti-
mistic that the nation might now go
down a different path.

“The general mood of the last ad-
ministration has been more a combi-
nation of idealism and self-asser-
tion,” he said. “And if the election
was a vote on foreign policy—and
I’m not sure it was—then you can
say, yes, that idea has been rejected
in favor of realism.”

Sen. Lugar, in an interview, said
the president-elect appears to have
a “pragmatic” view of foreign pol-
icy. The Republican lawmaker took
himself out of the running for secre-
tary of state shortly after the elec-
tion, but he said that he hoped to
use his perch on Capitol Hill to help
the new administration retool Amer-
ican foreign policy.

“He will need some partners in
Congress,” Sen. Lugar said. “And
perhaps we can be helpful in that
way.”

Mr. Scowcroft said he had no
plans of returning to government
service. But he acknowledged miss-
ing the thrill of the game. “When
one sees what one thinks are the pos-
sibilities, it’s hard not to want to
help,” he said.
 —Gerald F. Seib

contributed to this article.

Obama favors Republicans with Scowcroft ties Further rate cuts
by Bank of Japan
appear unlikely

North Korea’s Kim Jong Il toasts Madeleine Albright in October 2000, left; late Palestinian leader Yasser Arafat, with Bill Clinton and
former Israeli Prime Minister Ehud Barak in July 2000. President-elect Barack Obama wants to work to rebuild U.S. ties globally.
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Mr. Scowcroft’s
views place a
premium on Israeli-
Palestinian peace.

Brent Scowcroft
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Emg Mkts Debt I GL BD LUX 11/20 USD 10.34 –29.5 –28.5 –11.8
Emg Mkts Growth A GL EQ LUX 11/20 USD 16.30 –64.8 –64.6 –29.0
Emg Mkts Growth B GL EQ LUX 11/20 USD 13.97 –65.1 –64.9 –29.7
Emg Mkts Growth I GL EQ LUX 11/20 USD 17.91 –64.5 –64.3 –28.3
Eur Blend A EU EQ LUX 11/20 EUR 8.16 –53.6 –52.7 –31.8
Eur Blend I EU EQ LUX 11/20 EUR 8.33 –53.3 –52.3 –31.2
Eur Growth A EU EQ LUX 11/20 EUR 5.12 –50.8 –50.2 –28.1
Eur Growth B EU EQ LUX 11/20 EUR 4.65 –51.3 –50.8 –28.8
Eur Growth I EU EQ LUX 11/20 EUR 5.53 –50.5 –49.9 –27.5
Eur Income A EU BD LUX 11/20 EUR 5.33 –19.9 –20.0 –11.5
Eur Income A2 EU BD LUX 11/20 EUR 9.58 –19.8 –20.1 –11.5
Eur Income B EU BD LUX 11/20 EUR 5.33 –20.4 –20.6 –12.1
Eur Income B2 EU BD LUX 11/20 EUR 8.99 –20.2 –20.6 –12.1
Eur Income I EU BD LUX 11/20 EUR 5.33 –19.5 –19.5 –10.9
Eur Strat Value A EU EQ LUX 11/20 EUR 6.05 –56.7 –55.5 NS

Eur Strat Value I EU EQ LUX 11/20 EUR 6.14 –56.3 –55.1 NS
Eur Value A EU EQ LUX 11/20 EUR 6.27 –54.9 –53.9 –33.2
Eur Value B EU EQ LUX 11/20 EUR 5.84 –55.2 –54.3 –33.8
Eur Value I EU EQ LUX 11/20 EUR 7.18 –54.6 –53.5 –32.6
Gl Balanced (Euro) A EU BA LUX 11/20 USD 10.61 –50.1 –50.2 NS
Gl Balanced (Euro) B EU BA LUX 11/20 USD 10.45 –50.5 –50.7 NS
Gl Balanced (Euro) C EU BA LUX 11/20 USD 10.56 –50.3 –50.3 NS
Gl Balanced (Euro) I EU BA LUX 11/20 USD 10.72 –49.8 –49.8 NS
Gl Balanced A US BA LUX 11/20 USD 11.55 –44.2 –43.7 –22.3
Gl Balanced B US BA LUX 11/20 USD 11.11 –44.7 –44.2 –23.1
Gl Balanced I US BA LUX 11/20 USD 11.89 –43.9 –43.2 –21.8
Gl Bond A US BD LUX 11/20 USD 8.19 –8.1 –7.8 –1.4
Gl Bond A2 US BD LUX 11/20 USD 13.55 –7.8 –7.8 –1.3
Gl Bond B US BD LUX 11/20 USD 8.19 –8.9 –8.7 –2.4
Gl Bond B2 US BD LUX 11/20 USD 12.00 –8.6 –8.7 –2.3
Gl Bond I US BD LUX 11/20 USD 8.19 –7.6 –7.2 –0.8
Gl Conservative A US BA LUX 11/20 USD 12.21 –27.2 –26.7 –12.0
Gl Conservative A2 US BA LUX 11/20 USD 13.42 –27.2 –26.7 –12.0
Gl Conservative B US BA LUX 11/20 USD 12.19 –27.8 –27.4 –12.9
Gl Conservative B2 US BA LUX 11/20 USD 12.90 –27.8 –27.4 –12.9
Gl Conservative I US BA LUX 11/20 USD 12.24 –26.7 –26.2 –11.5
Gl Eq Blend A GL EQ LUX 11/20 USD 7.23 –61.5 –60.9 –34.9
Gl Eq Blend B GL EQ LUX 11/20 USD 6.86 –61.8 –61.2 –35.5
Gl Eq Blend I GL EQ LUX 11/20 USD 7.56 –61.2 –60.5 –34.3
Gl Growth A GL EQ LUX 11/20 USD 26.84 –61.2 –60.3 –33.1
Gl Growth B GL EQ LUX 11/20 USD 22.66 –61.5 –60.7 –33.8
Gl Growth I GL EQ LUX 11/20 USD 29.54 –60.9 –60.0 –32.5
Gl High Yield A US BD LUX 11/20 USD 2.84 –36.5 –35.9 –17.0

Gl High Yield A2 US BD LUX 11/20 USD 5.43 –36.3 –35.9 –17.0
Gl High Yield B US BD LUX 11/20 USD 2.84 –37.1 –36.6 –17.7
Gl High Yield B2 US BD LUX 11/20 USD 8.83 –36.8 –36.5 –17.8
Gl High Yield I US BD LUX 11/20 USD 2.84 –36.2 –35.5 –16.4
Gl Value A GL EQ LUX 11/20 USD 6.68 –61.9 –61.5 –36.6
Gl Value B GL EQ LUX 11/20 USD 6.20 –62.3 –61.9 –37.4
Gl Value I GL EQ LUX 11/20 USD 7.04 –61.6 –61.2 –36.2
India Growth A EA EQ LUX 11/14 USD 54.40 –60.6 –57.2 –15.3
India Growth B EA EQ LUX 11/14 USD 47.02 –60.9 –57.7 –16.2
India Growth I EA EQ LUX 11/14 USD 56.12 –60.5 –57.1 –15.1
Int'l Health Care A OT EQ LUX 11/20 USD 102.35 –37.6 –37.6 –17.8
Int'l Health Care B OT EQ LUX 11/20 USD 87.29 –38.2 –38.2 –18.6
Int'l Health Care I OT EQ LUX 11/20 USD 110.83 –37.2 –37.1 –17.1
Int'l Technology A OT EQ LUX 11/20 USD 61.50 –56.6 –55.4 –28.0
Int'l Technology B OT EQ LUX 11/20 USD 53.88 –57.0 –55.9 –28.7
Int'l Technology I OT EQ LUX 11/20 USD 68.35 –56.3 –55.1 –27.6
Japan Blend A JP EQ LUX 11/20 JPY 4498.00 –54.9 –55.2 –34.8
Japan Blend I JP EQ LUX 11/20 JPY 4587.00 –54.6 –54.8 –34.3
Japan Growth A JP EQ LUX 11/20 JPY 4846.00 –51.0 –51.6 –32.1
Japan Growth I JP EQ LUX 11/20 JPY 4942.00 –50.6 –51.2 –31.5
Japan Strat Value A JP EQ LUX 11/20 JPY 4183.00 –58.6 –58.5 –36.4
Japan Strat Value I JP EQ LUX 11/20 JPY 4256.00 –58.3 –58.2 –35.9
Real Estate Sec. A OT EQ LUX 11/20 USD 7.73 –61.3 –61.7 –42.3
Real Estate Sec. B OT EQ LUX 11/20 USD 7.15 –61.6 –62.1 –42.9
Real Estate Sec. I OT EQ LUX 11/20 USD 8.24 –60.9 –61.4 –41.8
Short Mat Dollar A US BD LUX 11/20 USD 6.75 –21.4 –22.1 –10.8

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

HF Global Trend
Trade futures, options, and FX contracts according to trend-following strategies Strategy re-
lies on technical/price-driven analysis Ranked on % total return (dividends reinvested) in
U.S. dollars for one year ending November 21, 2008

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

NS Global Man Investments AG EURiBermuda 22.28 63.54 27.99 18.95
Futures Fd IX

4 R.G. R. G. Niederhoffer USDiUnited States 50.70 61.55 39.43 12.69
Niederhoffer Global Fund LP I Capital Mgmt, Inc.

3 Drury Drury Capital Inc USDiCayman Isl 57.05 57.21 26.36 7.18
Diversified TF Program

3 Walsh Mark J Walsh & Co USDiUnited States 43.59 56.85 29.39 12.97
Standard Program

4 Mark J Walsh Mark J Walsh & Co USDiUnited States 43.63 56.79 31.07 14.83
Global LP

3 Drury Drury Capital Inc USDiUnited States 56.10 56.39 31.36 9.62
Diversified Fund LP

4 Roy G. R. G. Niederhoffer USDiCayman Isl 36.55 55.98 16.67 NS
Niederhoffer TrendHedge Ltd Capital Mgmt, Inc.

3 Clarke Altegris Portfolio USDiUnited States 49.38 55.25 43.94 13.01
Worldwide Fund LP Management Inc

4 Quickpool LP Quicksilver USDiUnited States 46.40 54.88 21.35 19.65
Trading Inc

4 NuWave NuWave Investment USDiUnited States 45.59 53.74 22.83 19.28
Combined Futures Portfolio 2x Corp

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

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

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

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

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

By Allen Sykora

Copper may have to slide further
before the price is low enough to
trigger production cutbacks or re-
turns to some kind of historical aver-
age that offers lasting support.

Nearby copper on the Comex divi-
sion of the New York Mercantile Ex-

change rallied for
much of this de-
cade as world de-
mand soared, espe-
cially as China de-

veloped infrastructure. The metal
hit a record of $4.27 a pound in May.

Since copper established that
record, equities have tumbled as the
world economy weakened amid a
credit crisis, sending commodities
sharply lower. Friday, lightly traded
but nearby November copper set-
tled 0.25 cent higher at $1.5710 a
pound on Comex, while December
added 0.35 cent to $1.5790.

“The trend has been down,” said
John Gross, publisher of the Copper
Journal, a trade publication. “So
one would have to expect the down-
trend will remain in place until
something occurs to turn it
around.”

Mr. Gross said it is hard to say
what might eventually be the cata-

lyst for an upward turn in prices.
Possibilities include weakness in
the U.S. dollar or stabilization in the
global economy and financial mar-
kets.

Catherine Virga, base-metals an-
alyst with CPM Group, cited a “bleak
outlook” for demand due to eco-
nomic conditions, and rising inven-
tory levels as factors pressuring cop-
per.

Warehouse stocks at the bench-
mark London Metal Exchange are
now at 283,125 metric tons, up from
122,500 metric tons July 3, the last
time copper was above $4. The most
recent round of gross-domestic-
product data showed the U.S., Japa-
nese and German economies con-
tracting in the third quarter.

“The weakening of the global
macroeconomy has, in our view, just
begun, with the contraction in activ-
ity set to be extending into [the first
half of 2009],” said Michael Wid-
mer, an analyst with BNP Paribas, in
a research report. “Hence, we ex-
pect next year to be challenging for
both base metals demand and
prices.”

Mr. Gross said markets tend to
work back toward their mean. A pull-
back now could take the metal back
to the monthly average of about
$1.33 for the period from January
1988 through this October, he said.

At some point, supply cuts due to
falling prices should help the mar-
ket find a floor, said Gijsbert Groe-
newegen, managing partner of Sil-
ver Arrow Capital Management,

who also tracks base metals.
Some analysts said the market

isn’t at that point yet.
Ms. Virga said there is potential

for copper to slip to $1.15 either late
this year or in the first quarter of
2009. This price, she said, is the
“marginal cost of production” at
which roughly 10% of global output
is operating at a loss when including
the impact of byproduct credits, or
the sale of other base metals or sil-
ver that might be extracted from
copper mines.

Mr. Widmer said copper in 1993,
1997 and 2001 bottomed around the
production costs of the 75% lowest-
cost producers. Thus, he said, the
current production-cost curve sug-
gests copper could decline to
around $2,000 a metric ton, or 91
cents a pound.

Bill O’Neill, one of the principals
with Logic Advisors, said further
price erosion may occur through the
end of the first quarter, but that the
direction of prices will then hinge
on the economy. For now, his firm
lists an objective of $1.35.

Sterling Smith, vice president
with FuturesOne, suggested copper
eventually could fall below $1.

The autumn selloff in shares of
aluminum company Alcoa Inc., from
about $30 to below $8, may portend
more troubles for metals in general,
he said. Many of the items that re-
quire aluminum also require copper,
such as automobiles, airplanes and
appliances, Mr. Smith said.

Longer-term yields in Japan
fall amid deflation concerns

THE INTERNATIONAL INVESTOR

Korea shares rise as fund kicks in

More trouble in copper
Price to keep falling
until decline brings
cuts in production
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By Rosalind Mathieson

and V. Phani Kumar

Asian markets generally defied
Thursday’s big U.S. slump to end
higher Friday, a move some traders
said reflected high volatility and low
volumes in some markets more than

new developments.
South Korean

stocks led the way,
with a 5.8% climb in
its main index that

still wasn’t enough to wipe out all of
Thursday’s losses.

Speculation that China may cut in-
terest rates further aided Hong Kong
shares, while talk that Citigroup is
weighing the possibility of auctioning
off pieces of the financial firm or even
selling the company outright aided fi-
nancial stocks across the region.

Some traders cited a short

squeeze before the weekend, as mar-
kets already had fallen sharply dur-
ing the week. But they were generally
dubious that markets had hit bottom.

“What’s worrying is there still
isn’t the sense we have had that final
bout of capitulation; the general sen-
timent appears to be there is more to
come,” said GFT derivatives head
Martin Slaney.

In Seoul, the Korea Composite
Stock Price Index, or Kospi, snapped
an eight-session losing streak with a
gain of 55.04 points to 1003.73. That
still left it down 7.7% for the week. LG
Electronics rose 11% and Samsung
Electronics added 4.5%, aided by bet-
ter-than-expected results from U.S.
computer maker Dell.

Stocks also were supported by the
first use of the 515 billion won
($344.5 million) fund raised by the
Korea Exchange and other securities-

related institutions, analysts said.
In Tokyo, the Nikkei Stock Aver-

age of 225 companies rose 2.7% to
7910.79, leaving the index down 6.5%
for the week. Among banks posting
big gains were Mizuho Financial
Group, up 14%, and Sumitomo Mit-
sui Financial Group, up 8.3%.

In Hong Kong, the blue-chip Hang
Seng Index rose 2.9% to 12659.20,
trimming losses for the week to 6.5%.

The Shanghai Composite, which
slumped as much as 4.6% at one
point on reports that the mainland’s
unemployment was likely to worsen
in the wake of the global economic
crisis, briefly ventured into positive
territory in the afternoon, before end-
ing down 0.7% to 1969.39.

India’s Sensex jumped 5.5% to
8915.21 as the market snapped a
seven-session losing streak. It still
lost 5% for the week.

A WSJ NEWS ROUNDUP

TOKYO—Japan’s government-
bond yield curve flattened Friday as
longer bonds gained on a dismal eco-
nomic outlook and deflation con-
cerns, while shorter bonds fell after
the Bank of Japan voted not to cut
interest rates.

At a news conference following
the decision, cen-
tral bank Gov.
Masaaki Shirakawa
said cutting inter-
est rates might

cause various problems in ensuring
smooth fund supply in money mar-
kets.

But he also seemed to be on
guard against downside risks to the
economy, and the central bank’s
stance is likely to stay in the direc-
tion of monetary easing, said Junko
Nishioka, chief Japan economist at
RBS.

Government bonds surged out of
the gate Friday after an overnight
rally in U.S. Treasurys. But traders
quickly moved in to take profits.
The 10-year yield hit a two-month
low of 1.375% before finishing at
1.395%, down 0.04 percentage

point.
The short end fared worst. The

two-year note was sold after the
Bank of Japan vote, sending the
yield up 0.25 percentage point to
0.555%.

While the central bank’s decision
to stand pat was expected, there
was some disappointment that it
didn’t announce more aggressive
steps in other areas, market partici-
pants said.

While there had been hope that
the central bank would announce
outright purchases of commercial
paper, or increase its purchases of
long-term government bonds, in-
stead it said it would be more flexi-
ble in buying commercial paper un-
der repurchase agreements and it
would consider ways to generally
make funding operations more flexi-
ble.

“Some market participants are
disappointed, so the afternoon ses-
sion was weaker than the morning
session, but most participants
didn’t expect any new policy, so the
negative reaction was limited,” Ni-
kko Citigroup strategist Kazuhiko
Sano said.
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