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BHP ends Rio Tinto bid,
citing a global downturn

U.S. Treasury Secretary Henry Paulson appears on a TV screen during trading at the New York Stock Exchange Tuesday.

Fed to pump $800 billion into markets
U.S. central bank, extending its lending reach ever further, will buy mortgage securities and consumer loans

Editorial&Opinion

BHP Billiton abruptly broke off
its 18-month pursuit of rival mining
company Rio Tinto on Tuesday, say-
ing the recent fall in commodity

prices and worsening world econ-
omy made the $68 billion deal too
risky to complete.

Although BHP said it could still
pursue other mining companies
weakened by the downturn, the col-
lapse of the all-stock deal, once val-
ued at more than $170 billion, could
be the last nail in the coffin of the
great merger-and-acquisition boom
that stretched from 2004 to 2007.

Shares of London-based Rio
Tinto fell 37% on the news, while
those of BHP, which is based in
Melbourne, Australia, rose 7%, in-
dicating relief among investors
concerned about BHP’s potential
debt load.

The proposed deal would have
linked up the world’s largest and
third-largest mining companies,
measured by production, and cre-
ated an international mining jug-
gernaut, with operations from Aus-
tralia to Alaska and interests in cop-
per, aluminum, iron ore and other
vital raw materials. The deal also
would have left 70% or more of the
world’s seaborne iron ore, a key

Please turn to page 31

By Jon Hilsenrath

And Deborah Solomon

U.S. officials pledged to pump
an additional $800 billion into ail-
ing credit markets—this time with
much of the money coming directly
from the Federal Reserve, a shift
that transforms the nation’s cen-
tral bank into a lender to almost ev-
ery corner of American life.

In the coming months the Fed
will purchase up to $600 billion of
debt issued or backed by Fannie
Mae, Freddie Mac, Ginnie Mae and
Federal Home Loan banks, all mort-
gage-finance entities with close
ties to the U.S. government. Offi-
cials expect that the move will
bring down mortgage rates and
help the housing sector. In addi-
tion, the Fed, with support from
the U.S. Treasury, will provide up
to $200 billion in financing to in-
vestors so that they may buy securi-
ties tied to student loans, car
loans, credit debt and small-busi-
ness loans.

The moves mark new steps by
the Bush administration to resolve

the financial crisis in its waning
days in power, and come just a few
days after Treasury Secretary
Henry Paulson suggested he might
hold off on making new commit-
ments from the $700 billion Trou-
bled Asset Relief Program ap-
proved by Congress in October.

Mr. Paulson said the moves were
aimed at increasing the availability
of lending to consumers and home
buyers. “Nothing is more impor-
tant to getting through this hous-
ing correction than the availability
of affordable mortgage finance,” he
said. He added that the market for
securities backed by consumer
debt “came to a halt” last month,
making it nearly impossible for mil-
lions of Americans to find afford-
able financing for everything from
college to computers.

These markets have deterio-
rated sharply in the past few
weeks. At the end of last week, for
instance, debt issued by Fannie
Mae was yielding about 1.8 percent-
age points more than Treasury
bonds of the same maturity. That
added interest cost had shot up

from 0.7 percentage point in Sep-
tember, right after the govern-
ment effectively took control of
the two mortgage giants.

As Fannie Mae and Freddie
Mac’s borrowing costs have risen,
so have mortgage yields. Investors
greeted the new plan warmly. Mort-

gage rates dropped by about a half
a percentage point Tuesday after
the latest news, which could help

Please turn to back page

No laughing matter
Burma jails a regime critic for
45 years for telling a joke.
Review & Outlook. Page 13
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What’s News—
Business & Finance World-Wide

By Robert Guy Matthews, Dana
Cimilluca and Patrick Barta

By Gina Chon

BAGHDAD—As Iraq’s parliament
preparestovoteWednesdayonasecu-
rity pact between Baghdadand Wash-
ington, an unlikely coalition of law-
makers here have been holding out.

Their biggest concern isn’t the
termsofthedeal,whichtargetstheend
of 2011 for the withdrawal of U.S.
troops.Instead,theyareworriedabout
howthey’llbetreatedbytheShiitegov-
ernment of Prime Minister Nouri al-
Maliki after the Americans go home.

Many Sunni Iraqis have come to
see American soldiers here as a cru-
cial check against the rising power
of Mr. Maliki, whose new standing
comes partly from wringing big con-
cessions from the Bush administra-
tion in the security deal. Even some
secular Shiites and renegade Kurd-
ish lawmakers have joined in the
last-minute resistance to a deal to
try to rein in Mr. Maliki.

The new opposition has turned
the final stage of the debate over the
deal in parliament into a fundamen-
tal question about the country’s fu-
ture: How will Iraq’s various sects
and ethnicities live together once
the buffer provided by American
troops is removed?

The political dynamics are mir-
roredinthestreetsofBaghdad,andof-
ten are fueled by contact with Ameri-
can troops or Iraqi security forces.

Rafid Naji, a Shiite now working
in the Iraq government, originally
cheered the U.S. invasion. But U.S.
troops looking for weapons broke
down the door of his brother’s
home, and now he wants the Ameri-
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Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8479.47 +36.08 +0.43
Nasdaq 1464.73 -7.29 -0.50
DJ Stoxx 600 198.77 +1.26 +0.64
FTSE 100 4171.25 +18.29 +0.44
DAX 4560.42 +6.09 +0.13
CAC 40 3209.56 +37.45 +1.18

Euro $1.2990+0.0166 +1.29
Nymex crude $50.77 -3.73 -6.84
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Rio Tinto’s aluminum
shield has foiled BHP Billi-
ton all too well.

The sudden collapse of
BHP’s unsolicited bid for its
fellow miner Tuesday owes
much to Rio’s purchase of
Alcan, announced in July
2007. Amid talk that Rio it-
self was a takeover target,
it bought the Canadian alu-
minum company for $44 bil-
lion in cash, including net
debt. BHP later announced
a bid for Rio anyway.

Booms tend to spawn am-
bitious but ultimately unsuc-
cessful bids late in the cycle.
BHP is lucky it can walk from
this one. Still, such a volte-
face is an embarrassment for
a company that called this a
“deal for all seasons.” Inves-
tors were clearly surprised,
as evidenced by the 22%
drop in Rio’s market value
and the 19% jump in BHP’s.

In truth, BHP had to
withdraw in the face of
crashing commodities
prices, regulatory obstacles
and frozen financing. After
Tuesday’s wild stock-price
moves, the two companies
have similar enterprise val-
ues, with Rio at $89 billion
and BHP at $104 billion. But
that masks their very differ-

ent balance sheets: As of
June, BHP had net debt of
just 0.4 times the prior 12
months’ earnings before in-
terest, taxes, depreciation
and amortization. Rio’s mul-
tiple, bloated by the Alcan
financing, was 2.5 times.

Given the leverage, com-
modity-price risk and execu-
tion risk that BHP’s share-
holders would have taken on,
the widening premium being
offered over Rio’s tumbling
stock price was untenable.

The European Commis-
sion may have provided the
final trigger. This month, it
made clear it would require

major disposals of assets to
approve the takeover. Ordi-
narily, BHP might have been
able to finesse the implica-
tions of this for synergies.
But as Rio’s own failure to
offload assets to pay down
Alcan-related debt showed,
this isn’t the time to be a
forced seller. Alternatives
such as spinning off assets
may also have been unat-
tractive to shareholders or
regulators.

BHP at least preserves
its fashionably conservative
balance sheet. The banks fi-
nancing its $55 billion loan
to fund the deal and steel-
makers aghast at the pros-
pect of further concentra-
tion in the iron-ore industry
also breathe a sigh of relief.

That leaves Rio, whose
shareholders join the grow-
ing list of investors in mining
companies ruing the decision
to spurn rich offers from suit-
ors—Vale in Xstrata’s case
and Xstrata in Lonmin’s.

Rio’s near-term liquidity
looks manageable, but lever-
age of any description is
currently out of favor. Mean-
while, Alcan will continue
weighing on Rio’s balance
sheet and credibility. Alumi-
num prices peaked in July

and have since halved.
Shares in Alcoa, Alcan’s

U.S. rival and former suitor,
have tumbled more than
three-fourths since Rio an-
nounced the deal. The com-
parison isn’t perfect. But it’s
hard to imagine Rio paying
anywhere near $44 billion
for Alcan today—especially
as that is now more than
Rio’s market capitalization.

Rio faces a huge chal-
lenge in convincing inves-
tors to look beyond the
short term when it comes to
Alcan. The short term rules
in today’s market, and the
very collapse of the BHP ap-
proach signals a quick turn-
around in commodities mar-
kets isn’t in the cards.

BHP retains its bullish
long-term outlook but says
this has been trumped by
near-term concerns.

If anything, the cost-cut-
ting synergies it targeted
ought to be worth relatively
more now. That it walked
anyway suggests the “near
term” will last much longer
than expected. The commodi-
ties “supercycle” that
spawned this bout of mining
consolidation appears to
have run off the road.

—Matthew Curtin
and Liam Denning

Luring capital to return
A new front opened this

weekend in the govern-
ment’s efforts to contain the
financial crisis. Its latest
moves, while not explicit, ap-
pear an attempt to encour-
age risk capital back into
the financial system, or at
least to stop it from leaving.
And that means helping that
capital to make a return.

First, there was Sunday’s
Citigroup bailout. Instead of
punishing shareholders for
the new capital and the back-
stopping of risky assets, the
government’s terms were rel-
atively gentle. That helped
light a fire under the share
prices of both Citi and rival
banks—and was a shift from
the negative shareholder im-
pact of rescues at AIG and
Fannie Mae.

Second, there is the Fed-
eral Reserve’s term asset-
backed securities loan facil-
ity, announced Tuesday. The
TALF is an attempt to kick-
start the moribund securiti-
zation market, which used
to facilitate a huge amount
of consumer credit.

Effectively, the Fed will
offer one-year financing for
those willing to buy new se-
curitizations of auto loans,
student loans, credit-card

loans and small-business
loans. That allows inves-
tors, including hedge funds,
to enjoy a spread between
the interest on the securi-
tized debt and the interest
the Fed will charge.

The deal also limits the
downside risk for investors.
Because the facility will be
“non-recourse,” investors
can lose only the over-collat-
eralization demanded by
the Fed upfront.

This could work, particu-
larly if investors persuade
the Fed to lengthen the
term of the facility beyond
one year.

But there are still prob-
lems. What happens to the
non-triple-A securitization
tranches that the Fed won’t
accept? The banks might be
loath to hold them on their
books, and thus might origi-
nate less credit.

The Fed has already
crossed plenty of lines in
trying to solve the credit-
market dislocation. It might
yet have to cross another
and accept lower-rated
tranches for the TALF. Even
then, the market for securi-
tized debt is unlikely to get
back to anything like its
former scale.

—Thorold Barker

U.S. Fed to pump $800 billion into markets

Rio is left alone with Alcan debt

By Terence Poon

BEIJING—The World Bank cut
its forecasts for China’s economic
growth because of weaker housing
demand and softer private invest-
ment and consumption as well as
the global downturn.

In its latest China Quarterly Up-
date, the World Bank said China’s
economy will likely grow 9.4% this
year, slower than 11.9% in 2007 and
its earlier projection of 9.8%.

The bank cut its growth forecast
for 2009 to 7.5% from 9.2% earlier.

Even as it lauded China’s fiscal
stimulus introduced in early Novem-
ber and called for more expansion-
ary policies, the World Bank on Tues-
day said there might be limits to
what the government can do and
urged China to keep trying to rebal-
ance its economy.

“We’re seeing a government that
steps in, that is trying to do every-
thing it can to keep growth at a de-
cent rate, and has the financial
means and the administrative capac-
ity to make that happen,” said
World Bank senior economist Louis
Kuijs.

The World Bank said inflation “is
no longer an issue of concern for the
immediate future,” and predicted
China’s consumer-price inflation
rate will recede to 2.0% next year
from a projected 6.5% this year.

The bank said the government
will likely introduce more measures
to support growth and rebalance
the economy before March, building
on its earlier four trillion yuan
($586 billion) package that included
investments in railways and hous-
ing.

World Bank cuts
growth outlook
for China in ’08

borrowers looking to refinance or
buy a home.

“It will allow consumer spend-
ing that will otherwise not occur,”
said Susan Wachter, a professor of
real estate at the University of Penn-
sylvania’s Wharton School. “It will
directly increase demand for hous-
ing and help with the problem of
continually falling home prices.”

Mr. Paulson said market prob-
lems would have been much worse
without the bailouts. “The only way
you can say it didn’t work is if you
naively thought there could be a
piece of legislation and that a
once-or-twice-in-a-100-year situa-
tion could magically be resolved,”
he said.

The cost of mortgage debt has
increased in part because central
banks outside the U.S. and other
overseas buyers have backed away
recently, due in part to concerns
about the U.S. housing market and
ambiguity about government back-
ing for agency debt. Fannie and
Freddie were also limited in their
abilities to buy mortgage-backed
securities for their investment
portfolios.

In the past few months, the Fed
had already expanded lending facili-
ties to brokers and to businesses. It
has even announced plans to start
buying some of the complicated
debt at the heart of the financial cri-
sis—instruments known as collater-
alized debt obligations—through
its rescue of American Interna-
tional Group Inc., the troubled in-
surance giant.

As the Fed’s lending has ex-
panded, its own balance sheet has
also ballooned, from less than $900
billion in August to more than $2
trillion. With the new programs, it
is sure to go higher still. While the

Treasury has to borrow to finance
its rescue programs, the Fed
doesn’t. A central bank can effec-
tively create new money, by pump-
ing cash—also known as reserves—
into the banking system, some-
thing the Fed is doing now.

Its approach is similar to steps
Japan took in the 1990s and earlier
this decade, when the Bank of Ja-
pan pumped cash into Japanese
banks in a process known as
‘quantitative easing.’ The Fed is tak-
ing that process a step further. Not
only is it pumping cash, it is also de-
ciding where that cash should go
through its own lending programs.

“The Fed is going market to mar-
ket and saying, ‘Where is credit
clogged?’ and trying to deal with
that in a direct way,” said Laurence
Meyer, a former Fed governor and
now vice chairman of Macroeco-
nomic Advisers, an economic con-
sulting firm.

There are many risks to this ap-
proach. Markets could become de-
pendent on Fed financing, possibly
slowing their recovery. Fed offi-
cials are concerned about how they
will exit from these facilities, but
see that as a problem they will have
to confront when the crisis sub-
sides, something that is still seen
as far out in the future.

The Fed’s approach—in addition
to the massive fiscal stimulus
planned by the incoming Obama ad-
ministration—is inflationary. But
given the slack building in the U.S.
economy now, with unemployment
rising and consumer spending slow-
ing, Fed officials don’t see inflation
as a near-term risk.

There are other risks, especially
that the new programs won’t work,
and even more money will be
needed. Moreover, the Fed could
suffer losses on the lending, partic-

ularly with the economy so fragile.
The central bank is taking several
steps to avoid this. For instance,
the Treasury has agreed to take the
first $20 billion of losses on the
new $200 billion facility for car
loans, student loans and other con-
sumer credit.

The structure of the consumer-
lending program is complex. The
central bank will lend money to in-
vestors—through big banks known
as primary dealers—and the inves-
tors in turn can use the money to
buy AAA-rated securities tied to con-

sumer debt. If consumer-loan delin-
quencies rise sharply and those se-
curities default, losses will ulti-
mately fall to the Fed and Treasury.

The mortgage program is more
straightforward. Beginning next
week, the Fed will start buying
$100 billion of debt issued by Fan-
nie Mae, Freddie Mac and the other
government-sponsored enter-
prises. It also plans to buy up to
$500 billion of mortgage-backed se-
curities that these firms guarantee.

This program comes with chal-
lenges, including how the Fed will
manage what will be an extremely
large portfolio of mortgage asset
holdings. Still, it has the potential
to be a powerful weapon in fighting
the crisis. By purchasing securities
tied to mortgage debt, the Fed
hopes to push up the price of this
debt, and thus push down its yield.

That in turn, theoretically, should
push down mortgage interest rates
themselves.

“We expect this action will mea-
surably improve conditions in the
mortgage markets and will have
beneficial effects on housing and
the broader economy,” Michael Fer-
oli, an economist at J.P. Morgan
Chase, said in a note to clients Tues-
day.

With Tuesday’s announcement,
the Treasury has effectively com-
mitted $330 billion of the initial
$700 billion of the rescue package.
It needs to go to Congress to use
any funds beyond $350 billion. Tak-
ing such a step could be politically
difficult.

The law passed by Congress in
October requires the administra-
tion to submit a report detailing
how it plans on using the second
$350 billion as part of the request.
That would make an easy target for
restive lawmakers critical of Trea-
sury’s frequent pivots on how it in-
tends on employing the TARP pro-
gram. Once it submits its request,
Treasury would have to wait up to
15 calendar days while lawmakers
decide whether to vote to withhold
the funds; without a vote, the funds
would be released.

Even if lawmakers did grant
Treasury access to the second $350
billion, there is growing sentiment
that they attach new restrictions
and other strings to scale back Mr.
Paulson’s leeway in implementing
the program. Democrats and Repub-
licans have championed requiring
Treasury to do more to avert fore-
closures, as required in the legisla-
tion authorizing the financial-res-
cue plan.
 —Serena Ng and

James R. Hagerty
contributed to this article.

Continued from first page

Mining stocks
London’s share performance
since BHP’s bid for Rio
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Paulson said market
problems would
have been worse
without the bailouts.
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CORRECTIONS &
AMPLIFICATIONS

By Gabriele Parussini

And Paul Hannon

PARIS—The current global eco-
nomic downturn will be the most se-
vere since 1982, dragging at least
two of the three leading industrial-
ized economies into a protracted re-
cession, the Organization for Eco-
nomic Cooperation and Develop-
ment said Tuesday.

In its twice-yearly report on the
outlook for the global economy, the
organization slightly lowered its
forecast for growth in 2009 from
projections released as recently as
Nov. 13.

It now expects the combined
gross domestic product of its 30
members to fall 0.4% next year, hav-
ing previously forecast it would fall
0.3%. The OECD predicted 21 of its
30 members will have slipped into
recession by the end of next year—
including the U.S., Japan and the
15-country euro zone.

OECD Chief Economist Klaus
Schmidt-Hebbel said the downturn
will be the most severe in over a
quarter of a century, comparing it

to the conditions after a revolution
in Iran in 1979 sent oil prices soar-
ing in the early 1980s.

“At its trough, this recession
will be slightly less painful than
that of 1982,” Mr. Schmidt-Hebbel
said. He added, though, that the
“downside risks” to the OECD’s fore-
casts are “more severe now than
they were two weeks ago.”

The OECD said the downturn
will hit some of its members harder
than others, and identified Hun-
gary, Iceland, Ireland, Luxembourg,
Spain, Turkey and the United King-
dom as the economies that will suf-
fer most.

Among policy recommenda-
tions, the OECD said the U.S. might
need another shot of fiscal stimulus
and the European Central Bank can
be expected to cut its key interest
rate—currently 3.25%—to 2.0% by
the first half of next year. The think
tank also warned that Japan could
slip back into price deflation unless
it kept money tighter.

While auto makers in the U.S.
and Europe are pushing govern-
ments for loans to help them
weather the downturn, Mr.

Schmidt-Hebbel said the auto indus-
try isn’t comparable to the finan-
cial sector in terms of its impor-
tance to the functioning of a market
economy.

“The auto industry doesn’t hold
systemic importance,” he said. “If a
company shuts down, this won’t
stop people from buying cars from
its competitors, quite the con-
trary.”

In France on Tuesday, President
Nicolas Sarkozy said his govern-
ment will unveil a stimulus package
within the next 10 days to help
shore up the auto and construction
sectors, among other industries.

Several surveys released Tues-
day showed further drops in senti-
ment. French business sentiment
fell to its lowest level in 15 years,
Italian consumer sentiment contin-
ued to slide and Dutch business and
consumer confidence also dropped.

Bucking the trend, Germany’s
market-research group GfK’s for-
ward-looking consumer-confi-
dence index rose to 2.2 points for
December from 1.9 points in Novem-
ber, despite confirmation of reces-
sion.

A recession in Europe’s largest
economies also will have a pro-
found effect on Europe’s emerging
markets, the European Bank for Re-
construction and Development said
in its own report Tuesday.

In central Europe and the Baltic
states, growth will slow to 2.5%
next year from 4.1% this year, the
EBRD said in its twice-yearly Transi-
tion Report. In southeastern Eu-
rope, it forecast growth will slow to
3.1% from 6.5%. And in the Common-
wealth of Independent States—the
former Soviet Union excluding the
Baltic states—it forecast growth
will slow to 3.4% from 6.3%.
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LEADING THE NEWS

The name of the chemical ele-
ment molybdenum was misspelled
as molybendum in a Nov. 17 page-
one article on mining companies.

The IMF slashed its 2009 fore-
cast for gross domestic product for
Asia to 4.9% from 5.6%. A Leading
the News article Tuesday incor-
rectly stated the forecast was for
2008.

By David Gauthier-Villars

PARIS—France’s Socialists named
Martine Aubry as their new leader, in
a move likely to shift the country’s sec-
ond-largest party further to the left
as it tries to become a stronger politi-
cal counterweight to President Nico-
las Sarkozy’s conservative coalition.

Ms. Aubry, 58 years old, a former
labor minister best known for writ-
ing a 1998 law limiting the French
working week to 35 hours, had
emerged as the victor in a vote of
party members on Friday. But her
opponent, Ségolène Royal, had chal-
lenged the result, citing irregulari-
ties in the ballot. The matter went
before the party’s governing coun-
cil, which late Tuesday declared
that Ms. Aubry had won by a margin
of 102 votes out of around 135,000
votes cast.

“It’s done,” veteran Socialist poli-
tician and former Prime Minister
Pierre Mauroy said on French televi-
sion. “Martine is our new chief.”

It wasn’t immediately clear
whether Ms. Royal, who lost to Mr.
Sarkozy in France’s presidential
election last year, would concede de-
feat or continue to challenge the re-
sult. Some of her supporters have
threatened to contest the vote in
court. Whatever Ms. Royal decides,
the party emerges from this election
deeply divided just as it’s trying to
restore its popularity among voters.

Though it is still the country’s
second-largest political movement
by number of card-carrying mem-
bers after Mr. Sarkozy’s UMP, the So-
cialist Party has lost the past three
presidential elections. Over the
years, it has lost votes to new cen-
trist political movements and to far-
left groups. It has also struggled to
groom a new generation of leaders
within the party.

Ms. Aubry, the mayor of Lille in
northern France, aims to anchor the
Socialists more firmly to the left.

Socialist Party
in France chooses
Aubry as chief
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BHP drops bid for Rio Tinto, citing new economic risks

Sunnis worry about Iraq without U.S. as pact nears vote
FROM PAGE ONE

raw ingredient of steel, in the
hands of just two companies—BHP-
Rio and Brazilian miner Compan-
hia Vale do Rio Doce—giving them
extraordinary leverage over buy-
ers, particularly steelmakers that
protested the deal from the outset.

BHP said it abandoned its offer
because it feared its own debt lev-
els would rise too high if the deal
were completed, especially since
the economic downturn would
make it difficult to sell assets to re-
lieve some debt.

“This decision is set against glo-
bal economic crisis and its impact
on our assessment of its benefits,”
said BHP Chief Executive Marius
Kloppers. “I think the commodity
prices across our suite of assets and
for most of the other players have
gone down by 50% over the last six
weeks. It has clearly impacted our
cash flows.”

The economic climate is starkly
different from when BHP officially
made its initial offer last Novem-
ber of three shares for each share
of Rio Tinto. At that time, prices
for iron ore, copper, coal and other
metals and minerals were rising
rapidly, in large part because of
China’s industrialization.

Rio Tinto said the offer underval-

ued the company, prompting BHP to
raise it to 3.4 of its shares. Bankers
said that move likely contributed to
the deal’s collapse, since, to avoid di-
lution, BHP had planned to buy back
$30 billion of its shares. That, cou-
pled with the assumption of $40 bil-
lion of Rio debt, as well as its own ex-
isting borrowings, would have
pushed BHP’s debt load to nearly
$80 billion just as falling commod-
ity prices and demand eroded its
ability to service and pay off debt.

Indeed, by mid-2008, a slow-
down was evident in China, and by
September, demand for mining met-
als and minerals slumped sharply.

Still as recently as two weeks
ago, BHP continued to argue for a
deal, saying it made even more
sense in a weak economy because it
would provide critical cost-saving
synergies.

That view apparently started to
change as BHP entered its final and
most difficult stage of the merger:
seeking approval from the Euro-
pean Commission. BHP faced a dead-
line of this coming Monday to pro-
pose a set of asset divestitures, or
remedies, to allay antitrust con-
cerns outlined by the European
Union earlier this month.

But with the credit crunch and
the decline in commodity prices,

such asset sales wouldn’t fetch as
much as BHP anticipated just a few
months ago. Moreover, BHP would
have had to try to sell some of Rio’s
assets, mainly its aluminum packag-
ing and product-engineering busi-
nesses, at a time when almost half of
global aluminum production is sold
unprofitably. If it failed to do so,
BHP would have had to retain those
divisions, and their 20,000 employ-
ees, until the market recovered.

The company said in a statement
Tuesday that it will write off about
$450 million in costs connected to
the deal, much of it related to main-
taining a credit facility to refinance
Rio debt.

The dropped deal doesn’t reflect
well on the chief executives of ei-
ther company. The bold move was
launched just weeks after BHP’s Mr.
Kloppers took the helm and has
dominated his tenure. Throughout
the last year, Mr. Kloppers de-
scribed the proposed merger as a
deal for all seasons. Rio Tinto CEO
Tom Albanese had resisted, saying
BHP’s offer undervalued the com-
pany. Given the steep drop in com-
modity prices, the offer now ap-
pears to have been generous.

Rio Tinto said it would “continue
with its strategy of operating and de-
veloping large-scale, long-life, low-

cost assets to generate significant
value for shareholders. Rio Tinto
has an exceptional portfolio of cash-
generative assets and significant
stand-alone growth opportunities.”

The collapse of what was the
second-largest hostile offer on
record leaves a long list of winners
and losers throughout the mining
and metals sector. Among the win-
ners are the world’s steelmakers,
which argued that a takeover of
Rio Tinto by BHP would hinder
healthy competition in the market
for steelmaking materials.

Casualties include Alcoa Inc.
and, to a lesser degree, Chinalco,
the state-owned Chinese aluminum
producer. The two companies
teamed up to buy a $14.5 billion
stake in Rio Tinto. While Chinalco
has lost some $10 billion on paper
on the stake, the value to China of
keeping two of its steelmakers’ larg-
est suppliers of iron ore apart is
worth much more than that, a
banker working on the deal said.

Alcoa may not be so lucky. The
roughly $1 billion it invested in Rio
is now worth about $250 million.
Moreover, the scuttled deal dashes
hopes that it would be well-posi-
tioned to buy former rival Alcan,
which is part of Rio Tinto and
which BHP was expected to ditch af-

ter the merger.
It is unclear whether BHP’s move

signals the end of a wave of mining-
sector consolidation. Other pro-
posed mining deals have run off the
rails as well this year. In March, Vale
dropped its efforts to buy Xstrata
PLC for as much as $90 billion be-
cause of turmoil in the credit mar-
kets. Then, in October, Xstrata
backed off of a $10 billion offer for
platinum producer Lonmin PLC.

Still, some analysts believe other
deals could emerge as pain in the
global mining industry spreads and
smaller companies become more
vulnerable to takeovers.

BHP and Rio “have been printing
money in recent years,” said David
Thurtell, an analyst at Citigroup in
London. “I think there are lots of
companies now that BHP and Rio—
and BHP in particular—are going to
be wanting to take out in Australia
and elsewhere.”

Among the possible targets, he
said, was Melbourne-based OZ Min-
erals Ltd. On Tuesday, the company
said it is deferring 495 million Aus-
tralian dollars (US$323 million) in
capital expenditures and expansions
at mines in Laos and elsewhere and
cutting exploration spending, indi-
cating it is scrambling to contain the
damage from weaker prices.

Continued from first page

cans out. “When the U.S. leaves,” he
says, “the government can do what
it needs to do for Iraq.”

A Sunni colleague at Mr. Naji’s
ministry, Imad Hassan, had a good
middle-class life before the inva-
sion. But he didn’t want his two chil-
dren growing up under an oppres-
sive government that included Sad-
dam Hussein. Now he fears the influ-
ence of Iran on Iraq’s Shiite leader-
ship when U.S. troops leave. “It’s still
not clear whether our security
forces are more loyal to a political
party or to outsiders than they are to
Iraq,” says Mr. Hassan, 44 years old.
“So we still need American soldiers.”

The debate shows how dramati-
cally alliances have shifted during
the U.S.-led occupation. Many Shiite
government officials, who em-
braced the toppling of the repressive
Saddam Hussein and worked closely
with the U.S. immediately after-
ward, are now some of Washington’s
stiffest critics. Sunni militants were
early enemies of the occupying
forces, but now many Sunnis leaders
favor a continued U.S. presence.

The security pact calls for U.S.
troops to leave Iraqi cities by next
summer, and the rest of the country
by the end of 2011. It also provides
legal immunity from criminal prose-
cution for American soldiers operat-
ing in Iraq in most cases, but re-
moves them for the tens of thou-
sands of contractors here.

Mr. Maliki’s government and its
mainstream Kurdish allies say they
have the votes to win the required
majority in the 275-seat parliament.
But Maliki lieutenants and U.S. diplo-
mats here have been lobbying hold-
outs for weeks, hoping for a much
broader mandate.

In a last-ditch effort to win some
concessions from Mr. Maliki, some
Sunnis have recently approached
American officials. They’ve sig-
naled they’ll vote for the deal if Mr.
Maliki releases some Sunni detain-
ees, promises jobs to Sunnis and
agreest to broader power sharing.

Both Iraqi factions say it will

take time to build trust. Although
sectarian violence has drastically de-
creased, Sunnis and Shiites still feel
unease living side by side.

“Everybody has problems with
each other, Sunnis with Shiites,
Kurds and the Arabs,” says indepen-
dent Sunni lawmaker Saleh Mutlaq,
who has been meeting with Mr. Ma-
liki and U.S. officials in an effort to
broker a compromise. “How can
America leave us like this?”

The experience over the years of
two Baghdad families with sectar-
ian conflict, and troops, offers a win-
dow into the wider issues the secu-
rity pact has raised.

After Saddam was toppled, Mr.
Hassan, a balding man with a thin
mustache, found his neighborhood
of Haya Amil inundated with Ameri-
can soldiers. Their presence terri-
fied his son and daughter, then 9
and 11. But Mr. Hassan told his chil-
dren the soldiers were here to give
them a better life. A month after the
invasion, the Sunni government offi-
cial went back to his job at the Minis-
try of Industry and Military Industri-
alization. His children went back to
school. He felt that his normal Bagh-
dad life was slowly resuming.

But Mr. Hassan couldn’t help run-
ning into the new Iraq reality: Tens of
thousands of U.S. troops—not Iraqi
soldiers or policemen—were in
charge of his country. The good-hu-
moredMr.Hassanavoidedinteracting
with the U.S. troops, mostly because
he couldn’t speak English. He crossed
streets or took different routes to
avoid any misunderstandings.

He felt the soldiers had good in-
tentions: During a fuel shortage,
Americans opened a gas station
early so he and other Iraqis, in line
for fuel, wouldn’t have to sleep in
their cars all night until the sta-
tion’s hours began.

But insurgent attacks on Ameri-
can soldiers and Iraqi civilians
shortly started to increase. In 2004,
four private security contractors
working for Blackwater Worldwide
were killed in Fallujah. At the same
time,members of anti-American Shi-
ite cleric Moqtada al-Sadr’s Mahdi

Armysteppedup battles with Ameri-
can soldiers. In the spring, pictures
ofinmates at Abu Ghraib prison, pho-
tographed in humiliating positions
by gleeful-looking American sol-
diers, started circulating.

It wasn’t until a February 2006
bombing of a mosque in Samarra,
though, that the bloodshed hit Mr.
Hassan’smixedShia-Sunnineighbor-
hood in southwestern Baghdad. A
weekafterthatattack,hisbrother-in-
law, who lived next door, received an
anonymous letter suggesting the
Sunni family should move out and
find a Sunni neighborhood. Seven
other Sunni families in the area got
the same letter. The family fled to a
tiny home in another Baghdad neigh-
borhood, Mansour, where Mr. Has-
san’s wife’s family lived.

Assassinations rocked their new
neighborhooddaily.HibahHamad,Mr.
Hassan’s wife, stopped leaving home.
The family saw American troops pa-
trol the area, but the violence contin-
ued. “I lost faith in the Americans be-
cause there was no security,” Ms. Ha-
mad, 37, a normally jolly, solid woman
with a loud laugh. “We couldn’t leave
our home, and I lost hope.”

In 2007, the U.S.’s surge strategy
poured 30,000 more troops into
Iraq, boosting total troop levels to
almost 170,000. The Pentagon
moved many of them off large bases
across Iraq and into smaller sta-
tions amid the neighborhoods of
Iraq, and the soldiers set up a small
base in Mansour. The heightened
American presence began to reduce
violence. By the beginning of 2008,
Ms. Hamad felt comfortable enough
to go grocery shopping again.

But the price of security was
steep. A year ago, American troops
showed up with cranes and erected
vast concrete blast walls. The slabs
now surround the neighborhood,
with only two openings, where traf-
fic in and out is controlled tightly.
The walls made everyday errands a
logistical nightmare. Ms. Hamad,
who feels some pain when she is on
her feet, walks several blocks to the
closest checkpoint out of the neigh-
borhood whenever she wants to run

errands. She has to arrange for a car
to pick her up there if she’s going far.

This past year, Mr. Hassan has
seen American troops only a few
days each week. Local neighbor-
hood guards, all Sunnis known as
the Sons of Iraq, man the two check-
points into his area. But he misses
seeing the familiar brown American
uniforms, which he says made him
feel more at ease than his own coun-
try’s military. U.S. troops were more
professional, he said.

Outside his neighborhood, the
dominance of Shiites in government
and the country’s security services
makes him uneasy. “I don’t fully
trust them,” Mr. Hassan said of the
Iraqi army and police. “We need the
American soldiers because our
troops are still soft. Security is still
our biggest challenge.”

The first days of the U.S.-led inva-
sion were exciting times for Mr. Naji,
a30-year-old man withunusual blue-
gray eyes. With his broken English,
he had short talks with soldiers.
Whenhesawtroopsinhisnorthwest-
ern Baghdad neighborhood of Hur-
riyah, where he lived with his family,
he would ask shyly their names and
where they were from.

But after a few months, Mr. Naji
started worrying about all the things
the Americans weren’t fixing. He
didn’t see any improvement in basic
services, such as electricity and sew-
age. Baghdadis were privileged un-
der Saddam, getting more electric-
ity than the provinces. But after the
U.S. invasion, he received as little as
one hour of power a day on the worst
days. Mr. Naji went back to work at
the ministry in the spring of 2004.
He also got married that year. But
sectarian violence began creeping
into his mixed Shia-Sunni neighbor-
hood. Sunni insurgents began killing
Shiites in his area.

By the next year, one or two Shi-
ites were being murdered each day
in drive-by shootings. The violence
seemed to flare up each morning
just when it was time for Mr. Naji to
go to work. Despite the deteriorat-
ing conditions, Mr. Naji still thought
the Americans had to stay to stop
the Sunni extremists.

AftertheSamarrabombing,Shiite
militias began to fight back against
Sunniinsurgents.Mr.Naji’sneighbor-
hood became the frontline in one of
their battles. At one point for more
than a week, Mr. Naji was unable to
leave his house. A sniper was killing
anybody walking on the streets.

Mr. Naji expected the Americans
to step in. Instead, he said, soldiers
typically arrived only hours after
flare-ups had ended. “If they came
during the fighting, it would have
stopped because both sides were
still afraid of the Americans then,”
says Mr. Naji, who now has two
young daughters. “But they always
came too late.”

His resentment grew a few
months after the Samarra attack,
when American soldiers searched his
brother’s home for weapons. No one
was home; Mr. Naji tried to explain to
the soldiers that his brother was at
work, but that didn’t stop them.

“I told them I didn’t have a key and
to please come back later,” he says,
“but they didn’t listen.” The soldiers
broke down the door. “It made me
wish more that they would leave,” he
says. A year later, as part of the surge
strategy, American soldiers set up a
small base in his neighborhood. That
only increased violence.

In his neighborhood, too, Ameri-
cans erected tall, concrete walls
around the area. Mr. Naji grudgingly
credits the Americans for some of the
recent calm across the city. But he
says Shiite militia members were the
ones who helped to reduce violence
the most. They battled and defeated
the Sunni insurgency, running Sunnis
out of the neighborhood.

He also credits Iraqi security
forces, who now man the check-
points in his area. American troops
still patrol his neighborhood, but he
said they aren’t needed. As part of
the security pact, they will leave
their small base in his area by the
end of June 2009.

Mr. Naji says that isn’t soon
enough. “The Americans did not
give us security or services, so why
are they still here?” Mr. Naji asks.
“It’s time for them to go home.”

Continued from first page
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U.S. President-elect Barack Obama said his Budget Director-designate Peter
Orszag, left, shares his vision for a smaller federal budget.

Obama vows budget efficiency
President-elect says
new team will work
to rein in spending

By Charles Forelle

And Peppi Kiviniemi

BRUSSELS—European antitrust
regulators,wideningtheirinterestin
pharmaceutical manufacturers,
raidedseveraldrugcompaniesonsus-
picion of violating European Union
rules on anticompetitive behavior.

The European Commission, the
EU’s executive arm, said officials
raided the premises of a “number of
pharmaceutical companies” in sev-
eral EU countries. An EU spokesman
said the raids, which began Monday,
would continue through Wednes-
day. The EU didn’t name the compa-
nies visited.

The commission began a broader
examination of the pharmaceutical
industry in January, raiding big
drug companies including AstraZen-
eca PLC, GlaxoSmithKline PLC,
Sanofi-Aventis SA, Novartis AG’s
Sandoz generics unit, Merck & Co.,
Johnson & Johnson and Pfizer Inc.,
concerned that the companies were
colluding to cut deals that tempo-
rarily sidelined generic competitors
in return for payoffs.

Preliminary results of that exami-
nation—known as a sector inquiry—
are expected Friday.

In the most recent round of
raids, the EU said it was looking for
violations of the bloc’s rules on con-
duct by dominant companies and on
cartel behavior.
 —Jeanne Whalen

contributed to this article.

By Corey Boles

WASHINGTON—U.S. President-
elect Barack Obama on Tuesday
named Congressional Budget Office
chief Peter Orszag as Office of Man-
agement and Budget director, a key
post in the incoming administration’s
drive to overhaul the federal budget.

Mr. Obama also tapped former
Clinton administration adviser Rob-

ert Nabors as deputy director of the
OMB.

In the second day of announce-
ments on his economic team, the
president-elect said Messrs. Orszag
and Nabors share his vision for
working aggressively to downsize
the federal budget, focusing espe-
cially on areas like revamping
health care. Mr. Obama repeated his
campaign pledge to go through the
federal budget “line by line” to elimi-
nate spending programs that are no

longer needed and revamp others to
ensure they are working effectively.

“In these challenging times,
when we are facing both rising defi-
cits and a sinking economy, budget
reform is not an option,” Mr. Obama
said. “It is an imperative. We cannot
sustain a system that bleeds billions
of taxpayer dollars on programs
that have outlived their usefulness.”

Mr. Obama’s focus on careful fed-
eral spending marked something of
a contrast from Monday, when he
said that restoring the economy to
health took priority over the budget
deficit. He said the first priority
would be to pass an economic-stimu-
lus plan to kick-start the weak U.S.
economy. But immediately after
that, work would begin on reining in
the budget deficit.

Mr. Obama proposed that some
of the stimulus spending would
serve as a “twofer” in providing a
short-term boost, and also saving
the federal government money over
the long term. An example of this is
the tax cut for 95% of U.S. workers,
which Mr. Obama said would put
money in people’s pockets in the
short term, but also overhaul the
tax code over the longer horizon. He
said the new administration would
work with state and local govern-
ments to identify spending priori-
ties, which would accomplish this
two-fold goal.

His roster of economic officials
so far embodies what seem to be mu-
tually exclusive goals. Timothy Gei-
thner, Mr. Obama’s choice for Trea-
sury secretary; Lawrence Summers,

who will head the National Eco-
nomic Council; and Mr. Orszag all
have links to Robert Rubin, who as
President Bill Clinton’s Treasury sec-
retary pushed for a balanced budget.

Mr. Orszag has been director of
the CBO since 2007, having been a se-
nior fellow at the Brookings Institu-
tion for six years before that. He has
long warned that the U.S. federal
budget deficit is unsustainable and
has called for reforms to the na-
tion’s health-care system to lower
costs of government programs such
as Medicare.

The federal government recorded
a $134 billion deficit in the first
month of the 2009 fiscal year, which
began Oct. 1. In the 2008 fiscal year,

the deficit reached $455 billion.
Mr. Nabors is currently the staff

director of the House Appropria-
tions Committee. He served under
former President Clinton in the
OMB as a senior adviser.

The appointments were greeted
by lawmakers of both parties on Cap-
itol Hill.

Mr. Orszag’s “focus on address-
ing the growing cost of health care
has demonstrated his firm grasp of
the tremendous budget challenges
our nation faces in the years ahead,”
said Sen. Kent Conrad, a North Da-
kota Democrat and chairman of the
Senate Budget Committee.
 —Patrick Yoest

contributed to this article.

By Aaron O. Patrick

LONDON—Two longtime media
investors have been buying shares
in German cable-TV operator Pre-
miere AG, in a sign they believe a re-
cent management shake-up there
by media conglomerate News Corp.
can help turn the struggling com-
pany around.

Fininvest SpA, the family invest-
ment vehicle of Italian
Prime Minister Silvio Ber-
lusconi, has taken a 3.13%
stake in Premiere, accord-
ing to a regulatory filing
this week. Earlier this
month, Odey Asset Man-
agement LLP, run by Lon-
don-basedhedge-fundman-
ager Crispin Odey, said it
hadbought6.29%oftheMu-
nich-based company. That
makes Odey the second-
largest shareholder after
News Corp, which built up a 25.01%
stake earlier this year.

News of the investments comes
just weeks after News Corp installed
its own choice for chief executive at
Premiere,whichfacesseriousdifficul-
ties amid a global downturn in media
stocks and widespread cable piracy in
Germany. Last month, the company
said that nearly a third of the 3.3 mil-
lionpeopleithadcountedassubscrib-
ers weren’t paying for its service and
forecast a loss for this year. Pre-
miere’s stock price has fallen about
70% since the beginning of the year.
Earlier this month, News Corp. recog-
nized a loss of $447 million on its in-
vestment in the company.

Premiere’s near-term prospects

depend heavily on its ability to refi-
nance some Œ300 million, or about
$390 million, in debt and to secure
broadcasting rights to the German
soccer league, which are currently
being auctioned. In a report Tues-
day, UBS analysts said Premiere’s
stock price could quadruple if it
manages to do both. Premiere
shares fell 17% Tuesday to Œ3.12 in
Frankfurt trading.

Spokesmen for Odey, Pre-
miere and News Corp. de-
clined to comment. “This is a
good investment in Ger-
many” for Fininvest, a Finin-
vest spokeswoman said.
News Corp. owns Dow Jones
& Co., publisher of The Wall
Street Journal.

Mr. Berlusconi and News
Corp. Chairman Rupert Mur-
doch have previously in-
vested side by side in at least
one media venture, the now-

defunct German firm KirchMedia
AG. As the controlling shareholder of
Italy’s main commercial TV network,
Mr. Berlusconi is Mr. Murdoch’s big-
gest competitor in Italy.

Mr. Odey, a prominent figure in
London financial circles, is a long-
term investor in Britain’s main
pay-TV company, British Sky Broad-
casting Group PLC, in which News
Corp is the largest shareholder. He
was once married to Prudence Mur-
doch, Mr. Murdoch’s oldest daugh-
ter, and is regularly in contact with
Mr. Murdoch’s second son, James
Murdoch, the News Corp. executive
that supervises the company’s Pre-
miere investment, according to aper-
son familiar with their relationship.

Investors bet News Corp.
can shape up Premiere

LEADING THE NEWS

Revamping health
care will be a focus
in downsizing the
federal budget.

Silvio Berlusconi
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EU’s latest raids
probe drug firms
for cartel activity
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U.K. property firms reveal financing details
Investors clamor
over loan covenants;
‘better to come clean’

By William Boston

SPECIAL TO THE WSJ
One small consolation is emerg-

ing as the stocks of U.K. property
companies get pounded: a number
of firms have become more willing
to disclose the details of their financ-
ings.

This has long been a big differ-
ence between the disclosure habits
of U.S. and U.K. companies. U.S. com-
panies are much more likely to list
their “loan covenants,” the bank’s
loan rules that go beyond simply
paying interest and principal on
time, according to securities ex-
perts. Investors like to know cove-
nant details—such as the maximum
loan-to-value ratio allowed under
the terms of the loan—because
when borrowers trip them, it is typi-
cally an early warning sign of finan-
cial distress.

While not mandatory, U.K. prop-
erty companies are disclosing more
information about their debt be-
cause investors are putting pres-
sure on them to do so. These include

Great Portland Estates PLC, which
focuses on retail and office prop-
erty, and Derwent London PLC, a
real-estate investment trust that fo-
cuses on central London properties.

Great Portland and Derwent Lon-
don were two companies singled
out in a recent Morgan Stanley re-
port for not providing information
that investors feel they need to un-
derstand risks to the company’s
share price. Listed companies in the
U.S. are required to disclose such in-
formation.

Martin Allen, the head of the Mor-
gan Stanley European property-re-
search team, said that while U.K.
companies weren’t required to dis-
close covenants, such information
had become material to share
prices.

“By non-disclosure of material
price-sensitive information compa-
nies could be accused of creating a
false market in their shares,” he
warned in the Nov. 6 note to clients.

In an interview, Mr. Allen said
companies have become more forth-
coming since publication of his re-
port. “Reporting on these issues is
better than it has been in the past,”
he said. “Liberty [International PLC]
and British Land both increased the
level of disclosure. Great Portland
and Derwent London had previously

said nothing about covenants.”
Not surprisingly, many of the

companies that have been the first
to disclose covenants have been
those with the least to hide. Der-
went London said its valuations
would have to fall 38% before it
would breach covenants and not
have access to its full loan facilities.

When Great Portland published
half-year results on Nov. 13, it dis-
closed its loan covenants and said
valuations would have to fall an-
other 40% before the company
breached its covenants.

“As financial markets have gone
through turmoil, investors have be-
come much more interested in the li-
abilities on the balance sheet and
not just the assets,” said Timon
Drakesmith, Great Portland’s chief
finance officer. “In October, we
came to the view that perhaps it is
better to come clean.”

Great Portland has relatively low
leverage, about 35% loan-to-value.
For that reason, Mr. Drakesmith
said, the company never felt it neces-
sary to disclose its covenants. Doing
so could put a company at a disad-

vantage in future loan negotiations.
But nagged for months by inves-

tors who were clamoring to find out
how close Great Portland was to
breaching its covenants, Mr. Drake-
smith ran the numbers and put his
company through a stress test.
“What we discovered is that it
would probably take an Armaged-
don-size event for us to be con-
cerned,” he said.

Investors are scrutinizing prop-
erty companies to make sure their
balance sheets are bombproof. “The
emphasis on the balance sheet risk
is by far the biggest thing we hear
from the investor side,” said John
Lutzius, head of the European opera-
tions of independent brokerage
Green Street Advisors.

Tim Wheeler, the chief executive
of U.K. industrial property group
Brixton PLC, went so far as to pre-
dict the bottom of the market in a
call with analysts Nov. 14. Mr.
Wheeler said the valuation of Brix-
ton’s property investments could
slide 20% to 25% more before hit-
ting bottom sometime in 2010.

“Although if there is a finance-
driven resurgence in appetite for
commercial property … the extent
of the decline may be less and a stabi-
lization of pricing achieved earlier,”
he said.

THE PROPERTY REPORT

Forced sales
Property portfolios that could be sold owing to problems related to debt

Dawnay Day
(U.K.)

Dunedin Industrious
(U.K.)

Invista Plantation Place
(U.K.)

Lehman Brothers
(Pan-European)

£624

585

468

8,300

Unconfirmed reports of 25 offers
ranging from £300-£600 million

Lenders owed £585 million, said to want 
restructuring rather than fire sale  

£527 million loan, believed to have 
breached gearing covenants

Receiver looking to raise $15 billion in 
property sales, largely in U.K. and Spain 

Source: Morgan Stanley

Portfolio
(Market) Description

Amount,
in millions 

BUSINESS REAL ESTATE
INVESTMENT PROPERTIES

INVESTMENT PROPERTIES INVESTMENT PROPERTIES INVESTMENT PROPERTIES

UNITED STATES INVESTMENT PROPERTIES

Owner reserves the right to remove the property or properties from the market at any time,
and expressly reserves the right at its sole discretion to reject any or all proposals or expressions of interest in the property,

and to terminate discussions with any party at any time.

Located in North Houston
Near George Bush/Intercontinental Airport

9,000 +/- Contiguous Acres

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

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

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

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

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

Property information can be obtained by
visiting our website at:

www.rexrealestatetx.com

SYNDICATE
Purchase High Credit Rated Net Leases

7% Guaranteed Return
Minimum Investment $500,000

barryhighland@aol.com
or 561-675-0031

INVESTMENT
IN PANAMA
Two Caribbean

Oceanfront Properties
70 acres 600 yards beachfront
210 acres 1220 yards beachfront

480 626 7539
cell 507 6 496 3043

NNN INVESTMENT
LAS VEGAS, NV

New Construction. 100% Occupied
$4.2M 6.5% Cap

Terry Hamilton 702-221-2500 x319
thamilton@newmarketadvisors.com

FLORIDA TIMBERLAND
OPPORTUNITY

70,000+ AC for sale
One of the best timberland
investment packages with future
development potential that we have
ever offered. Make an investment in a
tangible asset.

Contact JohnWhite or Ralph Long
www.stregispaper.com

St. Regis Paper Co
478-987-9700

SACRIFICE SALE
500,000+/- Acres in Brazil

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

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

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

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

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

no one will talk to you.

Roatan Beach Oceanfront
365 ft. Caribbean Frontage

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

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

cc@ebby.com

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

To advertise
Emma Balogun
Advertising Sales Executive
TheWall Street Journal Europe

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

emma.balogun@dowjones.com
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By Nicolas Parasie

And Digby Larner

PARIS—AXA SA, one of Europe’s
biggest insurers, slashed its 2008
earnings forecast, blaming the finan-
cial crisis, which it said pressured as-
set fees and increased costs.

In a statement Tuesday ahead of
an investor presentation, the com-
pany said it expects full-year under-
lying earnings, which exclude capi-
tal gains, of Œ3.6 billion to Œ4 billion
($4.64 billion to $5.16 billion). In Au-
gust, AXA said underlying earnings
would be in line with the Œ4.96 bil-
lion the company posted for 2007.

Shares in AXA fell 2.4%, having
dropped as much as 17% earlier in
the day following the profit warn-
ing. AXA shares have declined more
than 50% since the start of the year
on concern that market problems af-
flicting banks are spreading to the
insurance sector.

The insurer said recent market
developments also make its 2012 fi-
nancial targets “increasingly obso-
lete.” AXA’s Ambition 2012 strategy
aimed to double revenue and triple
operating earnings over the period
2004 to 2012.

“The current turmoil is an un-
precedented challenge for financial
institutions,” Chief Executive Henri
de Castries said, adding that the
long-term plan was based on nor-
mal market conditions.

Despite the lowered forecast,
AXA said its balance sheet remains
strong, with a regulatory solvency
level of about 135% at the end of Oc-
tober, which it said gives the com-

pany the capacity to absorb further
market shocks.

Europe’s regulators require a
minimum solvency level of 100%,
but analysts favor 150% or more, es-
pecially given current crisis condi-
tions that could lead to more write-
downs. AXA’s chief financial officer,
Denis Duverne, said the insurer isn’t
under pressure from regulators to
seek fresh capital.

The topic of capital increases has
become more prominent since
Benelux companies Aegon NV and
ING Groep NV were forced to seek
fresh capital from their governments.

Mr. de Castries said AXA would
make its final decision on dividends
in February, when it is due to report
full-year earnings. In August, the
company said the 2008 dividend
would remain unchanged.

Axa
On Euronext Paris
Tuesday’s close: Œ13.12, down 2.4%
Year-to-date change: down 52%

DAILY SHARE PRICE

Source: Thomson Reuters Datastream

5

10

15

20

25

Œ30

NOSAJJMAMFJ

Airbus CEO Thomas Enders at an industry meeting in Berlin this month. The company says it may be forced to slow output.

Airbus may have to slow production
Plane manufacturer says further economic deterioration could force its hand, calls for improved credit conditions

AXA cuts profit outlook,
casts doubt on 2012 goal

Eclipse Aviation files for bankruptcy

Nissan opts to skip U.S. auto shows

By David Pearson

PARIS—European commercial-
aircraft maker Airbus isn’t ruling out
the possibility it may have to slow
down production if the economic sit-
uation deteriorates further, Chief Ex-
ecutive Thomas Enders said.

Mr. Enders called on European
governments to encourage their ex-
port credit agencies to provide
more guarantees for Airbus’s air-
craft contracts and improve financ-
ing conditions. Governments
should also provide funding for criti-
cal aerospace suppliers that are
caught in the credit squeeze, he
added. France and Germany have
significant shareholdings in Airbus
parent European Aeronautic De-
fence & Space Co.

Airbus decided a few weeks ago
to freeze its planned aircraft-pro-
duction-rate ramp-up “at least tem-
porarily” in view of the quickly dete-
riorating outlook for economic ac-
tivity, credit availability and airline
profitability.

The plane maker “simply cannot
exclude at this point” a possible cut
in production levels, Mr. Enders said.
“Anything else would be irresponsi-
ble or not credible. But obviously the
freeze that we have enacted right
now is not enough,” he said.

Speaking to French aerospace
journalists late Monday, Mr. Enders
stressed that the move to freeze the

production ramp-up was a protec-
tive measure. If the situation
changes for the better, he said, the
company can reverse the move next
year. But if it continues to deterio-
rate, he said, “Certainly we would
not exclude that we have to take fur-
ther action.”

Airbus has seen industry down-
turns in the past, he noted. “We
know how to cope with it. We know

what our flexibility is,” he said.
Airbus is in the middle of a cost-

cutting program that will reduce its
work force by 10,000, and Mr. End-
ers said the company has flexibility
to slim down further by trimming
temporary employees. “That gives
us some breathing space in a down-
turn scenario,” he said.

The plane maker has a very
strong backlog of some 3,700 air-

craft representing several years of
work, Mr. Enders said, and con-
firmed that it will probably book
more than 850 orders this year, com-
pared with a projection of between
700 and 750 made at the beginning
of this year.

“It has turned out to be an annus
horribilis, but we’ll have more order
intake than we predicted,” he said.
“I’d call that not a bad year,” he added.

Mr. Enders indicated that Airbus
will probably have to provide more
financing to customer airlines that
are having difficulty in obtaining
credit from traditional sources. He
noted, however, that the company’s
exposure to customer financing at
the end of September was at the low-
est level in more than 20 years: $1.2
billion, compared with $6.1 billion
in 1998 and $4.8 billion in 2003, “so
we still have some margin” to in-
crease.

Airbus might not be able to deliver
all of the 21 double-decker A380 super-
jumbos that were scheduled for next
year, Mr. Enders confirmed, citing con-
tinuing manufacturing problems with
the first batch of 25 aircraft.

He also expressed frustration
about development delays with the
A400M military-transport-aircraft
program that’s already running
more than a year behind schedule
because of problems with the en-
gine-management system. The air-
craft was due to make its first flight
in October. Mr. Enders said he
couldn’t give a date for when the
first flight might take place.

Reflecting its Franco-German ori-
gins, EADS has two headquarters:
one in Paris, the other in Munich.
Mr. Enders said he favors the cre-
ation of a single headquarters in the
interest of efficiency, preferably in
Toulouse, France, where Airbus is
based.
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By Andy Pasztor

Eclipse Aviation Corp., a pioneer
maker of small, low-cost personal
jets, filed for federal bankruptcy-
court protection in the U.S. Tuesday
as current economic downdrafts
continued to hurt makers of small
business aircraft and private propel-
ler planes.

Beset by longstanding manufac-
turing problems, tightening global
credit markets and negative public-
ity from technical glitches with its
so-called very light jets, the Albu-
querque, N. M., company earlier this
month temporarily failed to pay its
1,100 employees. Eclipse builds six-
seat aircraft aimed at private pilots
and at what the company hoped
would become a viable industry of
air-taxi operators.

Europe’s ETIRC Aviation SARL,

closely held Eclipse’s biggest share-
holder, indicated it plans to con-
tinue manufacturing as it moves to
acquire Eclipse’s assets. ETIRC also
is expected to be part of a group of
existing shareholders and note
holders planning to provide in-
terim financing.

Other makers of small airplanes
also have suffered from a softening
market. Textron Inc.’s Cessna Air-
craft Co. and Hawker Beechcraft
Corp. have announced hundreds of
layoffs as they race to cope with the
downturn. On Tuesday, a spokes-
man for Teledyne Technologies
Inc., a major supplier of piston-pow-
ered engines for small private
planes, said about 15% of the
700-person work force at the engine-
making unit has been laid off in the
past two months.

Some industry officials have

speculated for months that
Eclipse’s ambitious production
plans and subsequent delays had
drained its cash reserves, even as
the company scrambled to line up
new financing by looking to Euro-
pean and Russian investors.
Through it all, Eclipse said it main-
tained a hefty order backlog of some
2,000 planes and was pushing to
ramp up sales in Europe.

But earlier this year, newly in-
stalled Chief Executive Roel Pieper
indicated the goal was to become
cash-flow positive by next spring
while producing significantly
fewer planes each month than ini-
tially planned.

Eclipse also announced that
Peg Billson, president and general
manager of the company’s manu-
facturing division, voluntarily left
the company.

By Kate Linebaugh

Nissan Motor Co. is withdraw-
ing from the Detroit and Chicago
auto shows because the economic
slump has tightened marketing bud-
gets and the company has no major
product launches in the near future.

The decision “is not a commen-
tary on auto shows or any cities,”
said Alan Buddendeck, a Nissan
spokesman. “When we looked
closely we determined that this is
not the best place to put our market-
ing dollars” given current market
conditions, he added.

Nissan, based in Japan, launched
three products at the Los Angeles

auto show last week, including the
boxy Cube and the 370Z sports car.
Nissan Chief Executive Carlos
Ghosn said at the show that the auto
maker was trying to conserve cash
to withstand the dramatic drop in
vehicle sales this year.

Auto companies are slashing
marketing budgets in an effort to
counter falling income as consum-
ers stay away from big-ticket pur-
chases like new cars. General Mo-
tors Corp. on Monday said it was
severing its nine-year relationship
with golfer Tiger Woods as a pitch-
man for its Buick brand, as the com-
pany seeks billions in government
loans to supplement its declining

cash situation.
GM and Chrysler LLC all but

pulled out of the Los Angeles auto
show last week to concentrate on
the show in Detroit, which is the big-
gest in the U.S. Auto makers use the
shows to generate buzz around their
new products.

Nissan, instead, will focus its
marketing dollars on local cam-
paigns to push its products in the
U.S.

Several other auto manufactur-
ers have decided to forgo the Detroit
show. Porsche AG pulled out last
year and won’t return this year. Mit-
subishi Motors Corp. last week said
it was withdrawing from the show.
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U.K. property firms
disclose financing
details. Page 30

Apple sued over
iPhone screen.
WSJ.com/BizTech

Bringing photos, videos to the big screen
Kodak’s HD Player
offers smart blend
of software, remote

Big players in the U.S. are scaling back on
donations, leaving the future of charitable
organizations suddenly uncertain. Page 25

How much it costs U.S. carriers to fly your luggage

The Kodak Theatre HD
Player black box with
motion-sensing remote
pulls photos and videos
from PCs and displays
them on an HDTV.

By Scott McCartney

Wonder what it actually costs
U.S. carriers to fly your suitcase?

Based on our own estimate de-
rived from consultations with indus-
try executives and other sources,
the cost to carry checked luggage
that weighs 40 pounds (18 kilo-
grams) comes to roughly $15 a bag.
That, it turns out, is what most big
airlines—including AMR Corp.’s

American Airlines
and Continental
Airlines Inc.—are
charging fliers to
check their first

bag. But those who check multiple
bags, ski equipment or oversized or
overweight luggage are paying
much, much more—allowing air-
lines to make a tidy profit. In those
instances, baggage fees may yield
more profit for the airline than what
the carrier is making on the basic
passenger ticket.

Airlines don’t break out the ex-
pense of transporting passenger
baggage, and they are tight-lipped
about baggage because they know
many customers are angry about
the new fees. Several airlines con-
tacted declined to discuss break-
downs of baggage costs; some were
downright defensive.

“I hope you would agree we are
allowed to make a profit,” said one
airline spokesman, adding his car-
rier doesn’t know what it costs to
provide baggage service.

We all know how frustrating air-
line baggage service can be. At least
one passenger per planeload arrives
without his or her checked suitcase,
and others are left to discover dam-
age to their luggage, or even theft.
But airlines do spend a lot of money
moving luggage.

Until recently, soaring oil prices
were adding to that cost. That’s why
earlier this year, UAL Corp.’s United
Airlines imposed a $25 fee to check a

second bag on domestic flights, soon
matched by most big U.S. carriers. In
May,Americanbecamethefirstmajor
carrier to impose a $15 fee on the first
piece of checked luggage, also widely
matched. Airlines also increased fees
for large bags, heavy bags and people
with more than two bags.

Today, most major airlines
charge $15 each way to check one
bag; $25 each way for a second bag;
and as much as $125 each way for a
third bag or any bag that weighs
more than 50 pounds. Notable excep-
tions: Southwest Airlines Co. al-
lows two free bags; JetBlue Air-
ways Corp. and Alaska Air Group
Inc. transport one bag free.

Even though oil prices have re-
ceded, airlines say baggage fees re-
main because they are boosting the
industry’s usually dismal finances
and moving customers to “a la
carte” pricing—passengers pay for
the services they use, whether it’s a
sandwich bought on board, a

checked bag or assistance from a
telephone reservationist.

United, for example, has said it ex-
pects to collect $275 million annually
from the first- and second-bag fees.
AirTran Airways, which will begin
charging $15 to check one bag next
week,saiditexpectstotakein$50mil-
lion to $100 million annually in fees.

Moving passenger baggage is an
intensely manual operation, requir-
ing lots of workers. On average, each
bag gets touched by about 10 work-
ers during its journey, airlines say.

Not all of an airport ground work-
er’s time is spent on baggage, of
course. Baggage handlers move
cargo, direct airplanes into and out
of gates and have other duties pre-
paring flights. At the same time,
there are expenses for workers be-
yond salaries and benefits: Baggage
handlers have to be trained in haz-
ardous materials, for example.

US Airways Chief Executive
Douglas Parker said earlier this year

that his airline spends $250 million
on labor just to handle baggage.
That was about 11% of the airline’s
payroll last year, and works out to
something close to $9 per bag.

In addition to labor expenses, air-
lines say they spend millions of dol-
lars annually on baggage equip-
ment, facilities and sorting systems,
paying rent to airports for bag
rooms, carousels and offices and
buying carts, tractors and convey-
ors. They also pay to deliver lost
bags to customers and pay claims
for items never found.

Then there’s the fuel cost to fly
the bag. One rough formula some-
times used in the airline business to
approximate fuel costs is that it re-
quires3% to5% oftheweight ofan ob-
ject in fuel to fly it one hour. That
means at current fuel prices, it would
cost about $1 to $2 to fly a 40-pound
bag on an average three-hour trip.
Add it all up, and the best guess is
around $15 per bag in airline costs.

By Katherine Boehret

I
F Eastman Kodak has its way,
many people will be gathered
round the TV this holiday sea-
son, gazing at family memo-
ries in full HD splendor.

This week I tested the Kodak The-
atre HD Player, the photo-centric
company’s attempt to snag valuable
real estate in the living room. This
small, black box pulls photos and

videos from com-
puters around the
house and displays
them on an HDTV.
It also enables the

sending and receiving of photos via
Kodak Gallery, and connects to Web-
based photos stored on Flickr, Face-
book, Picasa, .Mac and others. Pod-
casts, Internet Radio, and updates
from news feeds, weather forecasts
and stock quotes are also accessible
using the HD Player. And it has a ter-
rifically simple motion-sensing re-
mote that works like using a mouse
on a TV screen.

But the HD Player isn’t all smiles.
Its $299 price doesn’t include any
built-in storage for keeping content
directly on the device. It currently
has no way of accessing HD movies
or television shows, nor will it work
with Macs. In comparison, Apple’s
$229 Apple TV has 40 gigabytes of
storage, can access HD television
shows and movies via the iTunes
Store and works with Macs and Win-
dows PCs. This is important be-
cause as budgets tighten in the cur-
rent economy, gadgets have to
prove their value and versatility

more than ever.
After using the Kodak Theatre

HD Player with Windows XP and
Vista machines over the past week, I
can conclude that this device’s inter-
face shines in its simplicity and is a
lot of fun to use. Kodak teamed with
Hillcrest Labs to make the player’s
motion-sensitive remote and corre-
sponding software, which includes
satisfying extra features like images
that automatically magnify when
the remote control’s cursor points
at them and icons that make chirp-
ing sounds when selected. The re-
mote, itself, is shaped to rest com-
fortably in a hand and has three sim-
ple buttons and a scroll wheel.

Quick-access memory-card slots
for six types of memory cards ap-
pear on the box’s front side, and two
USB ports can connect to digital
cameras or USB storage devices.

Currently, the player’s software
works directly with Flickr, RadioTime
(8,750 radio stations) and FrameChan-
nel, which grants access to various
“channels” like Facebook, .Mac, Pi-
casa, People.com news and National
Geographic. Kodak says it will incor-
porate YouTube access in January; I
got a sneak peek at the interface for
this and it looks well-organized.

Yet the HD Player’s smart combi-
nation of software and remote left
me wishing it did a bit more. Photo
sharing is enabled via Kodak Gal-
lery, but if you don’t have a Kodak
Gallery account or and prefer to use
another Web-based account to
share photos directly from your TV,
you can’t. Likewise, a blue light on
the box slowly blinks only when new
Picture Mail (a message containing
shared photos) is received on a
Kodak Gallery account, not when
new photos are added on other
sources such as Flickr Photo-
streams or Facebook pages.

The Home screen of the HD

Player shows four categories: Pic-
tures & Videos, Kodak Gallery, Mu-
sic and Entertainment. Subcatego-
ries are where you might guess they
would be, for example podcasts are
listed under Entertainment. And a
tiny Home icon appears in the top
right corner of every screen so you
can always get Home with one click.
The Pictures & Videos category
holds photos and videos from a cur-
rently selected Windows PC.

An unlimited number of Win-
dows PCs can be paired with the
player as long as they have special

Kodak software installed on them.
But only one PC’s content can be ac-
cessed at a time. I toggled between
two paired computers without a
problem, but would’ve preferred ac-
cessing music and photos from both
sources simultaneously.

The HD Player’s motion-sens-
ing pointer remote works much
like a Wii remote control. Wher-
ever you move it, a tiny leaf-
shaped cursor appears on-screen.
A Hide button on the remote will
hide the cursor while you watch
slideshows. The remote’s Back but-

ton is helpful; when pressed, it
backs you out of one screen using
visual effects that make the screen
shrink into the TV as if you were
moving backward.

A play button appears on the
first photo in a folder so users can
select this icon to quickly play slide-
shows. Whenever the HD Player re-
ceives new Kodak Gallery Picture
Mail or a slideshow is created on a
connected PC, large yellow circles
pop up and a number in the middle
of these yellow circles indicates
how many new items are available
for viewing.

Some content on my PCs took a
little while to be recognized by the
HD Player, including podcasts that I
subscribe to on iTunes. When they
did show up, both audio and video
podcasts played without issue and
on-screen playback buttons made
them easy to control.

The HD Player uses your photos
to create automatically generated
slideshows, called Picture Chroni-
cles, once a week. These Picture
Chronicles use up to 50 photos from
the same time of year in all of your
folders, for instance grouping all
Thanksgiving photos together from
the past five years.

Kodak has plans to make its
player Mac-compatible in the future
and also hopes to add other partner-
ships with new types of content fol-
lowing its YouTube announcement
early next year.

The Kodak Theatre HD Player
does its job well, bringing photos
and videos that might otherwise live
only on your PC to your big screen
HDTV. For the holidays, this device
could be a real plus. But Kodak has
some work to do to make this a more
useful Web-connected tool.

Edited by Walter S. Mossberg.
Email mossbergsolution@wsj.com
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars) Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk. yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

3.71% 9 World -a % % 158.75 1.09% –46.3% 5.67% 12 U.S. Select Dividend -b % % 566.90 1.21% –32.5%

2.98% 12 Global Dow 1026.30 0.55% –39.8% 1399.34 0.62% –48.0% 4.78% 12 Infrastructure 1246.70 0.54% –31.0% 1530.27 0.91% –40.2%

4.69% 9 Stoxx 600 198.80 0.64% –43.9% 192.81 1.89% –51.0% 2.74% 7 Luxury 571.00 0.22% –46.8% 621.42 0.29% –54.1%

4.80% 9 Stoxx Large 200 217.70 0.53% –43.2% 209.99 1.78% –50.3% 2.61% 8 BRIC 50 241.30 1.69% –53.0% 296.15 2.06% –59.3%

3.93% 9 Stoxx Mid 200 167.40 1.28% –46.1% 161.48 2.53% –52.9% 8.14% 3 Africa 50 605.80 2.07% –42.4% 493.62 2.14% –50.2%

4.54% 8 Stoxx Small 200 99.00 1.02% –50.4% 95.43 2.27% –56.6% 11.16% 5 GCC % % 1471.62 1.73% –43.4%

4.78% 8 Euro Stoxx 217.80 0.63% –45.6% 211.25 1.88% –52.5% 4.44% 9 Sustainability 665.50 1.33% –39.1% 731.79 2.88% –46.7%

4.88% 8 Euro Stoxx Large 200 235.30 0.54% –45.6% 226.81 1.79% –52.5% 2.97% 10 Islamic Market -a % % 1375.16 0.77% –41.3%

4.10% 9 Euro Stoxx Mid 200 193.70 1.27% –44.5% 186.71 2.52% –51.5% 3.17% 10 Islamic Market 100 1506.40 0.69% –25.1% 1679.19 2.23% –34.3%

4.72% 8 Euro Stoxx Small 200 112.50 0.67% –48.2% 108.32 1.92% –54.7% 6.76% 5 Islamic Turkey -c 1755.20 2.04% –38.3% % %

9.99% 5 Stoxx Select Dividend 30 1181.60 1.14% –59.5% 1313.36 2.39% –64.6% 2.99% 11 Wilshire 5000 % % 8551.92 1.34% –40.6%

8.25% 5 Euro Stoxx Select Div 30 1311.40 1.38% –58.0% 1463.24 2.64% –63.3% % DJ-AIG Commodity 128.60 –3.12% –23.5% 121.26 –1.92% –33.1%

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

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

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

Australia 1.5471 2.3671 1.3010 0.1959 0.0566 0.2226 0.0162 0.3933 2.0097 0.2697 1.2617 ...

 Canada 1.2262 1.8760 1.0311 0.1553 0.0449 0.1764 0.0128 0.3117 1.5928 0.2137 ... 0.7926

 Denmark 5.7373 8.7778 4.8245 0.7264 0.2101 0.8253 0.0601 1.4584 7.4525 ... 4.6789 3.7083

 Euro 0.7699 1.1778 0.6474 0.0975 0.0282 0.1107 0.0081 0.1957 ... 0.1342 0.6278 0.4976

 Israel 3.9340 6.0188 3.3081 0.4981 0.1440 0.5659 0.0412 ... 5.1101 0.6857 3.2083 2.5427

 Japan 95.5000 146.1102 80.3061 12.0917 3.4967 13.7376 ... 24.2755 124.0497 16.6455 77.8829 61.7264

 Norway 6.9517 10.6358 5.8457 0.8802 0.2545 ... 0.0728 1.7671 9.0299 1.2117 5.6693 4.4932

 Russia 27.3113 41.7848 22.9661 3.4580 ... 3.9287 0.2860 6.9424 35.4759 4.7603 22.2731 17.6526

 Sweden 7.8980 12.0835 6.6414 ... 0.2892 1.1361 0.0827 2.0076 10.2591 1.3766 6.4410 5.1049

 Switzerland 1.1892 1.8194 ... 0.1506 0.0435 0.1711 0.0125 0.3023 1.5447 0.2073 0.9698 0.7686

 U.K. 0.6536 ... 0.5496 0.0828 0.0239 0.0940 0.0068 0.1661 0.8490 0.1139 0.5330 0.4225

 U.S. ... 1.5300 0.8409 0.1266 0.0366 0.1438 0.0105 0.2542 1.2990 0.1743 0.8155 0.6463

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 370.50 –0.50 –0.13% 816.00 352.25
Soybeans (cents/bu.) CBOT 883.00 –1.00 –0.11 1,649.00 799.50
Wheat (cents/bu.) CBOT 552.75 –4.00 –0.72 1,275.00 515.25
Live cattle (cents/lb.) CME 87.325 –0.275 –0.31 117.650 83.800
Cocoa ($/ton) ICE-US 2,143 57 2.73% 3,228 1,884
Coffee (cents/lb.) ICE-US 114.40 0.35 0.31 181.60 110.10
Sugar (cents/lb.) ICE-US 11.61 –0.11 –0.94 15.85 9.89
Cotton (cents/lb.) ICE-US 43.75 –1.05 –2.34 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,520.00 32 2.15 2,737 1,335
Cocoa (pounds/ton) LIFFE 1,431 15 1.06 1,670 992
Robusta coffee ($/ton) LIFFE 1,910 15 0.79 2,747 1,580

Copper (cents/lb.) COMEX 165.40 –1.75 –1.05 398.40 152.50
Gold ($/troy oz.) COMEX 820.50 0.10 0.01 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1030.50 –7.30 –0.70 2,122.50 851.00
Aluminum ($/ton) LME 1,798.00 –10.00 –0.55 3,340.00 1,798.00
Tin ($/ton) LME 12,695.00 845.00 7.13 25,450 11,200
Copper ($/ton) LME 3,600.00 –155.00 –4.13 8,811.00 3,470.00
Lead ($/ton) LME 1,195.00 –9.00 –0.75 3,460.00 1,160.00
Zinc ($/ton) LME 1,220.00 8.00 0.66 2,840.00 1,095.00
Nickel ($/ton) LME 10,325 –75 –0.72 33,600 9,000

Crude oil ($/bbl.) NYMEX 50.77 –3.73 –6.84 148.35 48.25
Heating oil ($/gal.) NYMEX 1.7069 –0.0892 –4.97 4.3193 1.6514
RBOB gasoline ($/gal.) NYMEX 1.1179 –0.0516 –4.41 3.5770 1.0239
Natural gas ($/mmBtu) NYMEX 6.386 –0.441 –6.46 14.546 0.117
Brent crude ($/bbl.) ICE-EU 52.33 –3.31 –5.95 150.48 49.13
Gas oil ($/ton) ICE-EU 539.25 –21.00 –3.75 1,366.50 520.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 25
Per In

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

Argentina peso-a 4.3369 0.2306 3.3388 0.2995

Brazil real 3.0149 0.3317 2.3210 0.4308

Canada dollar 1.5928 0.6278 1.2262 0.8155
1-mo. forward 1.5938 0.6274 1.2270 0.8150

3-mos. forward 1.5916 0.6283 1.2253 0.8161
6-mos. forward 1.5901 0.6289 1.2242 0.8169

Chile peso 873.41 0.001145 672.40 0.001487
Colombia peso 2998.76 0.0003335 2308.60 0.0004332

Ecuador US dollar-f 1.2990 0.7699 1 1
Mexico peso-a 17.3228 0.0577 13.3360 0.0750

Peru sol 4.0157 0.2490 3.0915 0.3235
Uruguay peso-e 30.753 0.0325 23.675 0.0422

U.S. dollar 1.2990 0.7699 1 1
Venezuela bolivar 2.79 0.358521 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0097 0.4976 1.5471 0.6464
China yuan 8.8657 0.1128 6.8253 0.1465

Hong Kong dollar 10.0746 0.0993 7.7560 0.1289
India rupee 64.7851 0.0154 49.8750 0.0201

Indonesia rupiah 15782 0.0000634 12150 0.0000823
Japan yen 124.05 0.008061 95.50 0.010471

1-mo. forward 123.92 0.008070 95.40 0.010482
3-mos. forward 123.49 0.008098 95.07 0.010519

6-mos. forward 122.99 0.008131 94.69 0.010561
Malaysia ringgit-c 4.7035 0.2126 3.6210 0.2762

New Zealand dollar 2.3799 0.4202 1.8322 0.5458
Pakistan rupee 101.968 0.0098 78.500 0.0127

Philippines peso 64.168 0.0156 49.400 0.0202
Singapore dollar 1.9610 0.5100 1.5097 0.6624

South Korea won 1951.41 0.0005125 1502.30 0.0006657
Taiwan dollar 43.317 0.02309 33.348 0.02999
Thailand baht 45.717 0.02187 35.195 0.02841

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

Euro zone euro 1 1 0.7699 1.2990

1-mo. forward 1.0007 0.9993 0.7704 1.2981

3-mos. forward 1.0007 0.9993 0.7704 1.2980

6-mos. forward 1.0013 0.9987 0.7708 1.2973

Czech Rep. koruna-b 25.204 0.0397 19.403 0.0515

Denmark krone 7.4525 0.1342 5.7373 0.1743

Hungary forint 260.32 0.003841 200.41 0.004990

Norway krone 9.0299 0.1107 6.9517 0.1438

Poland zloty 3.7875 0.2640 2.9159 0.3430

Russia ruble-d 35.476 0.02819 27.311 0.03661

Slovak Rep. koruna 30.4344 0.03286 23.4300 0.04268

Sweden krona 10.2591 0.0975 7.8980 0.1266

Switzerland franc 1.5447 0.6474 1.1892 0.8409

1-mo. forward 1.5423 0.6484 1.1873 0.8422

3-mos. forward 1.5371 0.6506 1.1834 0.8451

6-mos. forward 1.5311 0.6531 1.1787 0.8484

Turkey lira 2.0397 0.4903 1.5703 0.6368

U.K. pound 0.8490 1.1778 0.6536 1.5300

1-mo. forward 0.8492 1.1776 0.6537 1.5297

3-mos. forward 0.8486 1.1784 0.6533 1.5307

6-mos. forward 0.8484 1.1788 0.6531 1.5311

MIDDLE EAST/AFRICA
Bahrain dinar 0.4896 2.0424 0.3769 2.6529

Egypt pound-a 7.1780 0.1393 5.5260 0.1810

Israel shekel 5.1101 0.1957 3.9340 0.2542

Jordan dinar 0.9193 1.0877 0.7078 1.4129

Kuwait dinar 0.3536 2.8281 0.2722 3.6735

Lebanon pound 1951.67 0.0005124 1502.50 0.0006656

Saudi Arabia riyal 4.8730 0.2052 3.7515 0.2666

South Africa rand 12.7817 0.0782 9.8400 0.1016

United Arab dirham 4.7712 0.2096 3.6731 0.2722

SDR -f 0.8735 1.1448 0.6725 1.4871
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 600 198.77 1.26 0.64% –45.5% –43.9%

 9 DJ Stoxx 50 2085.40 9.52 0.46 –43.4% –42.0%

 8 Euro Zone DJ Euro Stoxx 217.78 1.38 0.64 –47.5% –45.6%

 9 DJ Euro Stoxx 50 2385.90 5.60 0.24 –45.8% –43.5%

 4 Austria ATX 1797.86 142.59 8.61 –60.2% –57.3%

 6 Belgium Bel-20 1848.89 20.71 1.13 –55.2% –53.9%

 6 Czech Republic PX 817.0 25.0 3.16 –55.0% –53.0%

 9 Denmark OMX Copenhagen 231.87 5.20 2.29 –48.3% –46.5%

 8 Finland OMX Helsinki 5481.15 69.04 1.28 –52.7% –51.7%

 7 France CAC-40 3209.56 37.45 1.18 –42.8% –40.9%

 10 Germany DAX 4560.42 6.09 0.13 –43.5% –39.4%

 … Hungary BUX 11981.26 245.60 2.09 –54.3% –49.9%

 2 Ireland ISEQ 2465.15 1.85 0.08 –64.5% –62.9%

 6 Italy S&P/MIB 19778 –121 –0.61% –48.7% –47.6%

 4 Netherlands AEX 245.84 –0.02 –0.01 –52.3% –50.1%

 5 Norway All-Shares 256.23 1.56 0.61 –55.0% –53.3%

 17 Poland WIG 27232.25 267.94 0.99 –51.1% –50.1%

 9 Portugal PSI 20 6121.35 12.73 0.21 –53.0% –52.5%

 … Russia RTSI 692.51 67.60 10.8% –69.8% –67.9%

 7 Spain IBEX 35 8696.6 74.0 0.86 –42.7% –43.2%

 15 Sweden OMX Stockholm 194.66 2.21 1.15 –44.7% –43.2%

 11 Switzerland SMI 5478.39 11.99 0.22 –35.4% –35.0%

 … Turkey ISE National 100 24424.59 287.57 1.19 –56.0% –52.5%

 8 U.K. FTSE 100 4171.25 18.29 0.44 –35.4% –32.1%

 9 ASIA-PACIFIC DJ Asia-Pacific 83.94 3.23 4.00 –46.9% –47.2%

 … Australia SPX/ASX 200 3623.4 198.3 5.79 –42.8% –43.7%

 … China CBN 600 14685.09 –47.23 –0.32% –64.6% –59.2%

 8 Hong Kong Hang Seng 12878.60 420.66 3.38 –53.7% –52.7%

 10 India Sensex 8695.53 –207.59 –2.33 –57.1% –54.5%

 … Japan Nikkei Stock Average 8323.93 413.14 5.22 –45.6% –45.3%

 … Singapore Straits Times 1653.25 32.96 2.03 –52.3% –50.5%

 11 South Korea Kospi 983.32 13.18 1.36 –48.2% –47.1%

 10 AMERICAS DJ Americas 209.67 –1.09 –0.52 –44.4% –42.1%

 … Brazil Bovespa 34513.88 325.05 0.95 –46.0% –41.8%

 11 Mexico IPC 18983.33 –545.92 –2.80 –35.7% –32.5%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of November 24, 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* 208.70 6.58%–48.2% –51.2%

3.70% 11 World (Developed Markets) 849.29 6.85%–46.5% –49.5%

3.40% 12 World ex-EMU 99.80 6.05%–44.8% –48.2%

3.50% 11 World ex-UK 847.22 6.33%–45.9% –48.8%

4.80% 9 EAFE 1,118.77 7.14%–50.4% –53.2%

4.20% 8 Emerging Markets (EM) 485.52 3.83%–61.0% –63.7%

5.30% 8 EUROPE 69.29 8.52%–45.6% –48.9%

5.80% 8 EMU 127.71 11.48%–54.3% –55.7%

5.20% 9 Europe ex-UK 75.26 8.24%–46.0% –48.5%

7.20% 7 Europe Value 76.64 9.83%–49.4% –53.5%

3.60% 10 Europe Growth 60.85 7.34%–41.7% –44.2%

5.00% 8 Europe Small Cap 101.35 4.46%–52.9% –58.7%

4.20% 5 EM Europe 167.32 11.01%–65.2% –64.8%

5.60% 7 UK 1,228.81 9.71%–36.0% –38.8%

5.30% 8 Nordic Countries 97.21 9.79%–52.9% –56.6%

3.20% 4 Russia 411.55 13.59%–72.6% –70.9%

4.90% 10 South Africa 506.40 4.39%–29.0% –34.2%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 206.90 0.21%–60.9% –64.7%

2.80% 11 Japan 493.77 0.00%–47.5% –52.0%

3.70% 8 China 33.19 –0.90%–61.1% –67.7%

1.80% 11 India 338.69 0.21%–60.4% –58.2%

2.70% 8 Korea 267.25 –3.77%–48.3% –52.1%

7.90% 8 Taiwan 155.15 –0.46%–53.5% –59.3%

2.80% 15 US BROAD MARKET 914.22 6.61%–42.7% –45.8%

2.10% 28 US Small Cap 1,090.85 7.56%–45.0% –49.3%

3.70% 8 EM LATIN AMERICA 1,877.81 13.18%–57.3% –59.3%

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

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

By Sara Silver

InterDigital Inc. and Samsung
Electronics Co. settled a pair of
long-running patent-infringement
lawsuits Monday, on the eve of a
U.S. International Trade Commis-
sion decision on whether to recom-
mend banning imports of Sam-
sung’s high-speed cellphones.

InterDigital has received $1.5 bil-
lion from its wireless patents,
mostly from licensing fees and roy-
alties. It has issued licenses cover-
ing technology in Apple Inc.’s
iPhone and Research in Motion
Ltd.’s BlackBerry devices.

But the company has struggled
to sign up players such as Samsung,
the world’s second-biggest cell-
phone maker by sales, and Nokia
Corp., the biggest, which it has also
sued.

The case before the ITC covered
a high-speed broadband technology
called 3G used in Samsung’s Black-
jack II and Instinct handsets. Ana-
lysts believe that so-called smart
phones—the moniker often used to
describe handsets with high-speed
Internet access and other advanced
functions—will be the most resil-
ient part of the global cellphone
market, which is expected to con-
tract next year.

“If Samsung wants to remain
competitive where the cellphone in-
dustry is growing, it needs to use In-
terDigital’s intellectual property,”
said Chris Colarik, portfolio man-
ager at Glenmede Trust, a Philadel-
phia investment-management firm
that holds shares in InterDigital. “At
the 11th hour, it appears that they
are not willing to risk losing the abil-
ity to sell their advanced cellphones
in the U.S.”

Samsung didn’t respond to a re-
quest for comment.

Engineers who went on to found
Qualcomm Inc. developed InterDigi-
tal’s patents in the 1980s, when In-
terDigital set out to offer wireless te-
lephony in rural areas. InterDigital
never became a major player in tele-
com equipment but holds an array
of patents for wireless technologies,
and now makes semiconductors.

According to a statement issued
late Monday, the Samsung settle-
ment, which runs through 2012,
also covers an earlier technology
known as 2G, for which Samsung
last year posted a $167 million
bond. The companies didn’t release
the value of the settlement, which
requires Samsung to choose one of
two payment options within the
next 45 days. Both companies have
agreed to drop all litigation and arbi-
tration once InterDigital receives
its first payment.

Tom Carpenter, a telecom ana-
lyst at Hilliard Lyons who owns
shares in InterDigital, estimates the
value of Samsung’s settlement at
$400 million to $500 million over
the next five years. Samsung sold 87
million 3G phones from 2004
through June 2008, while Nokia
sold 142 million, according to IDC.
The research firm projects that 3G
phone sales will increase from 314
million this year to 721 million in
2012.

InterDigital last year filed a simi-
lar infringement case against
Nokia, the largest maker of 3G
phones. A judge is set to hear evi-
dence in May 2009 and rule in Au-
gust, with the full ITC ruling due by
mid-December. InterDigital won a
$253 million payment from Nokia in
2006.

Nokia declined to comment.
InterDigital shares were down

33 cents, or 1.3%, to $25.35 in after-
noon trading Tuesday on the Nas-
daq Stock Market, after jumping
24% in the previous session after
Samsung and InterDigital asked the
ITC to postpone its decision, sug-
gesting they were close to settling.

InterDigital, Samsung
settle patent litigation

Cellphone-sales fall seen
Researcher predicts
a global downturn
amid economic slump

NRG rejects a second Exelon bid

A pair of lawsuits concerned patents for
cellphones, such as Samsung’s Instinct.

By Adam Ewing

Global mobile-phone sales are
set to drop next year as the eco-
nomic slowdown hits consumer de-
mand world-wide, research firm
Gartner Inc. said Tuesday.

“We expect sales in 2009 to
show a low-single-digit growth con-
traction” from 2008 levels, said
Gartner analyst Carolina Milanesi.
Market conditions are expected to
remain challenging through at least
the first half of next year, she said.

Growth in the Asian-Pacific re-
gion, which includes powerhouses
China and India, is expected to grind
to a halt in the fourth quarter of this
year as the global economic decline
hits consumer spending, the re-
search firm said.

In the third quarter of 2008,
about 309 million mobile phones
were sold world-wide, Gartner
said—a 6% increase from a year ear-
lier, but a sharp slowdown from the
16% year-to-year growth seen in the
third quarter of 2007. Replacement
sales were hit especially hard, while
first-time users remained active,
Gartner said.

Sales in Japan fell 28% to 9.4 mil-
lion handsets as consumers showed
little interest in upgrading their
phones.

The North American market
grew 4.5% from last year to 47 mil-
lion handsets, with smart phones a
key sales driver.

Western European sales
slumped 7.8% to 43.5 million phones

from the 47.2 million sold last year.
A longer replacement cycle hurt the
market and will continue to do so in
the fourth quarter.

Markets in Eastern Europe were
battered in the third quarter,
though emerging markets in Africa
continued to show healthy growth.

Finland-based Nokia Corp. kept
its top spot, selling 118 million hand-
sets to grab a global market share of
38.2%, but the mobile-phone giant
felt the slowdown in replacement
sales in mature markets and was
also hit by weaker emerging-market
sales. Ms. Milanesi said Nokia re-
mains best positioned to deal with
the current sluggish market thanks
to its scale.

South Korean handset maker
Samsung Electronics Co. main-
tained its No. 2 spot, selling 52.9 mil-
lion phones for a third-quarter mar-
ket share of 17.1%.

Sony Ericsson, the joint venture
between Japan’s Sony Corp. and

Sweden’s Telefon AB L.M. Ericsson,
sold 24.8 million phones for a mar-
ket share of 8.1%. The company con-
tinued to suffer from the weakness
in the high-end markets and the
slowdown in Europe.

U.S.-based Motorola Inc. sold
24.6 million devices, causing its mar-
ket share to drop sharply to 8% in
the third quarter from 13% in the
year-earlier period.

LG Electronics Inc. had a 7.8%
market share in the quarter,
strengthening its position from 7% a
year earlier. Ms. Milanesi said the
company is in a good position for
the fourth quarter as its prices are
more suited to the economic cli-
mate.

Apple Inc.’s iPhone got plenty of
attention in the third quarter as the
company expanded sales of the
third-generation model, bringing
Apple seventh place, just below
BlackBerry maker Research In Mo-
tion Ltd.

By Rebecca Smith

For the second time this
month, the board of NRG Energy
Inc. rejected a stock-for-stock buy-
out offer from Exelon Corp., say-
ing the $6.2 billion price “signifi-
cantly undervalues” the New Jer-
sey power generator.

NRG’s board, in a filing Monday
with the U.S. Securities and Ex-
change Commission, urged share-
holders to reject Exelon’s tender
offer launched Nov. 12. The move
follows NRG’s rejection of an ear-
lier unsolicited offer.

NRG’s hand appeared to
strengthen Monday after Exelon
indicated that the technology NRG
chose for its next nuclear project
may have been more practical
than that Exelon had picked for an-
other project.

Hostile bids are unusual in the
power sector. However, Exelon is con-
tinuing to meet with large NRG share-
holders, hoping to persuade enough
to tender their shares in order to
force NRG to the negotiating table.

Exelon also is waging a proxy
fight to elect a rival slate of direc-
tors at NRG.

David Crane, chief executive of
NRG, said he first met with Exelon
executives in late September after
Exelon “threw out a price range”
for a transaction that was “much
higher” than the actual offer that
subsequently materialized.

Exelon is offering 0.485 share
of its stock for each NRG share.

One reason Exelon wants to buy
NRG is that both are pursuing nu-
clear-power projects in Texas.

NRG appears to have the better
project, using a site that already

contains a nuclear plant and tap-
ping an “advanced boiling water
reactor” design by General Elec-
tric Co. that was certified for U.S.
use more than a decade ago.

Exelon, by contrast, selected a
newer design by GE—called the
“economic simplified boiling wa-
ter reactor”—that isn’t yet certi-
fied for U.S. use.

On Monday, Exelon signaled it
was no longer happy with its tech-
nology selection and said it is talk-
ing with vendors of other designs
“after an internal analysis con-
ducted this summer showed that
technologies other than the ES-
BWR provide the project greater
commercial and schedule cer-
tainty” and “would enhance Ex-
elon’s ability to obtain federal
loan guarantees.”

In an interview Monday before
NRG’s announcement, Exelon Pres-
ident Christopher Crane said his
firm is close to securing the financ-
ing it would need to complete the
takeover deal.

Exelon’s tender offer expires
on Jan. 6. Mr. Crane said he be-
lieves his slate of directors will be
able to win 30% to 40% of NRG
shareholders and compel NRG to
return to the table.

NRG owns an interest in 44 elec-
tric generating plants totaling
23,000 megawatts of capacity in
the U.S., including the South Texas
Project nuclear plant. Exelon owns
utilities based in Chicago and Phil-
adelphia and a large fleet of nu-
clear reactors.

CORPORATE NEWS

Source: Gartner Inc.

Poised for slowdown 
Global sales of mobile phones and 
market share for major makers

Market 
                              Units in millions share
Maker  3Q ’07 3Q ’08 3Q ’08

Nokia 110.1 118.0 38.2%

Samsung 41.9 52.9 17.1%

Sony Ericsson 25.4 24.8 8.1%

Motorola 37.9 24.6 8.0%

LG 20.5 24.1 7.8%

Others 55.3 64.1 20.8%

A Nokia
advertisment

in Berlin

By Geoffrey A. Fowler

HONG KONG—WPP PLC’s Ogilvy
& Mather, one of the world’s largest
ad agencies, has appointed Khai
Meng Tham as its world-wide cre-
ative director and chairman of its
creative council.

The 52-year-old Mr. Tham, who
currently serves as co-chairman of
the company’s Asia-Pacific opera-
tion, is the second executive this
year to move from Asia to the top of
Ogilvy’s world-wide ranks in New
York. Earlier this year, Ogilvy an-
nounced that former Asia chief exec-
utive Miles Young would become
the company’s global chief execu-
tive next year.

Mr. Tham, a Singaporean, is the
first Asian to hold the senior cre-
ative role at Ogilvy, and is one of the
first to do so among global ad-
agency networks. Since joining
Ogilvy in 1999, he has helped to
build the company’s creative reputa-
tion as a powerhouse in Asia

through work on brands ranging
from the Economist newsmagazine
to Johnson & Johnson during the
Beijing Olympics.

“I hope that I will bring some
new perspective to the job,” said Mr.
Tham. “That is our key strength—a
huge mix of people from all over the
world,” he said.

Mr. Tham will be responsible
both for growing Ogilvy’s internal
creative capabilities and for win-
ning new clients. The current global
financial crisis—which is pinching
ad budgets in many major markets—
just makes creativity more impor-
tant for marketers, he said.

“As brands become more ubiqui-
tous and more similar, you have to
find a niche in the marketplace and
be more authentic about what the
brand stands for,” he said.

Mr. Tham succeeds Robyn
Putter, a longtime Ogilvy veteran
who the firm said recently left to
pursue other business opportuni-
ties.

Swiss regulators started a prelimi-
nary investigation into price in-
creases by a watch-components unit
of Swatch Group AG.

Through the unit, ETA, Swatch
has a near-monopoly on high-end-
watch production.

Switzerland’s Competition Com-
mission said Tuesday it acted on cli-
ents’ complaints that ETA increased
prices for watch movements—com-
prising key parts such as the winding
and setting mechanisms—and
changed payment conditions for next

year. “We’re looking at whether ETA
has misused its market position,” a
spokesman for the regulator said. A
decision regarding a full-blown inves-
tigation is expected in a few months.

Swatch, the world’s largest
watchmaking company by sales,
said it increased prices for move-
ments by between 5% and 12% but de-
nied wrongdoing. “Some of our cli-
ents reject price increases without
acknowledging they have benefited
from us for years,” a company repre-
sentative said.

Swatch faces price investigation
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 35.40 $27.29 0.35 1.30%
Alcoa AA 24.90 9.70 0.55 6.01%
AmExpress AXP 21.20 21.37 0.19 0.90%
BankAm BAC 135.20 14.80 0.21 1.44%
Boeing BA 8.40 40.18 –0.57 –1.40%
Caterpillar CAT 11.90 37.27 0.93 2.56%
Chevron CVX 19.50 76.53 2.23 3.00%
Citigroup C 439.60 6.08 0.13 2.18%
CocaCola KO 13.60 45.07 –0.16 –0.35%
Disney DIS 17.90 22.03 –0.17 –0.77%
DuPont DD 12.70 24.13 –0.16 –0.66%
ExxonMobil XOM 48.10 78.11 –0.69 –0.88%
GenElec GE 111.30 15.77 0.51 3.34%
GenMotor GM 31.00 3.56 –0.03 –0.84%
HewlettPk HPQ 35.40 33.60 –2.10 –5.88%
HomeDpt HD 29.70 22.25 0.83 3.87%
Intel INTC 72.20 13.13 –0.43 –3.17%
IBM IBM 11.00 80.65 0.76 0.95%
JPMorgChas JPM 97.90 29.77 2.19 7.94%
JohnsJohns JNJ 17.90 58.70 –0.41 –0.69%
KftFoods KFT 14.30 26.87 –0.09 –0.33%
McDonalds MCD 11.00 56.81 1.30 2.34%
Merck MRK 11.40 25.81 0.37 1.45%
Microsoft MSFT 79.60 19.99 –0.70 –3.38%
Pfizer PFE 44.30 15.94 –0.10 –0.62%
ProctGamb PG 19.70 63.23 –1.45 –2.24%
3M MMM 6.70 63.64 0.38 0.60%
UnitedTech UTX 11.40 47.13 –1.98 –4.03%
Verizon VZ 17.80 30.58 0.85 2.86%
WalMart WMT 24.90 54.68 1.91 3.62%

Dow Jones Industrial Average P/E: 18
LAST: 8479.47 s 36.08, or 0.43%

YEAR TO DATE: t 4,784.96, or 36.1%

OVER 52 WEEKS t 4,478.58, or 34.6%

 Note: Price-to-earnings ratios are for trailing 12 months
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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

Alcatel Lucent "1,222" –58 8 18 Raiffeisen Zentralbank Oesterreich  233 9 42 –48

Pernod Ricard 678 –44 56 25 Rabobank Nederland 117 10 19 19

Kabel Deutschland  608 –42 –48 –146 Hellenic Rep 191 10 25 61

Fresenius  347 –33 –18 –60 Ld Secs  635 10 113 135

PPR 636 –25 61 –21 WPP 2005  405 16 80 99

ISS Glob  772 –24 –6 –3 Xstrata  1006 44 224 307

Grohe Hldg  "1,174" –23 75 –88 Contl AG 917 44 237 313

Kingfisher  519 –23 6 47 Glencore Intl 1922 64 652 701

Stena Aktiebolag 678 –21 11 –247 3i Gp  953 78 130 168

Rank Gp  661 –21 –39 –222 Lafarge 919 90 308 256

Source: Markit Group

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

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

Barclays U.K. Banks $20.8 1.67 13.99% –67.3% –71.2%

Credit Suisse Grp Switzerland Banks 30.7 32.20 11.42 –49.2 –50.4

Soc. Generale France Banks 23.7 30.94 8.96 –66.2 –67.4

ABB Switzerland Industrial Machinery 28.1 14.41 7.54 –50.7 28.6

BHP Billiton U.K. General Mining 35.9 10.51 7.24 –30.8 18.9

Rio Tinto U.K. General Mining $25.2 15.50 –36.73% –70.0 –34.9

Astrazeneca U.K. Pharmaceuticals 52.7 23.69 –4.17 5.6 –11.6

Novartis Switzerland Pharmaceuticals 117.9 53.05 –4.07 –15.4 –23.5

UniCredit Italy Banks 30.4 1.76 –3.73 –68.4 –66.9

Unilever Netherlands Food Products 40.7 18.29 –3.23 –23.5 –3.7

...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

ArcelorMittal 33.4 17.75 7.09% –62.4% ...
Luxembourg (Iron & Steel)
HSBC Hldgs 126.8 6.90 6.12 –14.1 –26.3%
U.K. (Banks)
Royal Bk of Scot 13.6 0.54 5.51 –84.8 –88.6
U.K. (Banks)
L.M. Ericsson Tel B 20.7 54.80 4.58 –26.4 –58.8
Sweden (Telecommunications Equipment)
UBS 35.5 14.41 4.57 –68.3 –73.4
Switzerland (Banks)
Anglo Amer 29.8 14.50 4.32 –48.4 –23.5
U.K. (General Mining)
Deutsche Bk 16.7 24.20 4.09 –71.4 –71.2
Germany (Banks)
BNP Paribas 48.0 40.55 3.97 –43.5 –40.1
France (Banks)
BASF 31.0 25.19 3.96 –44.5 –19.7
Germany (Commodity Chemicals)
Bayer 41.5 41.81 3.64 –25.2 24.1
Germany (Specialty Chemicals)
Banco Santander 59.4 5.85 2.99 –56.3 –42.2
Spain (Banks)
Siemens 56.6 47.66 2.96 –51.3 –26.6
Germany (Electronic Equipment)
SAP 44.5 27.46 2.92 –20.0 –28.0
Germany (Software)
Banco Bilbao Vizcaya 39.3 8.08 2.80 –50.3 –46.3
Spain (Banks)
E.ON 71.0 27.31 2.67 –39.0 5.2
Germany (Multiutilities)
Vodafone Grp 112.0 1.26 2.28 –30.4 –0.5
U.K. (Mobile Telecommunications)
Royal Dutch Shell 92.7 20.13 1.95 –26.0 –24.0
U.K. (Integrated Oil & Gas)
Daimler 30.3 24.18 1.90 –62.7 –43.6
Germany (Automobiles)
BP 164.5 5.21 1.46 –8.5 –18.9
U.K. (Integrated Oil & Gas)
Telefonica 95.1 15.56 1.30 –29.9 23.7
Spain (Fixed Line Telecommunications)

Nokia 54.1 10.95 1.20% –57.1% –25.5%
Finland (Telecommunications Equipment)
Total 128.6 41.77 1.13 –22.3 –20.8
France (Integrated Oil & Gas)
Roche Hldg Pt. Ct. 96.3 163.00 0.56 –23.1 –17.7
Switzerland (Pharmaceuticals)
Tesco 36.2 3.01 0.53 –34.7 –1.7
U.K. (Food Retailers & Wholesalers)
ENI 94.7 18.21 0.11 –22.6 –21.6
Italy (Integrated Oil & Gas)
Iberdrola 37.9 5.84 –0.17 –48.1 3.4
Spain (Conventional Electricity)
Assicurazioni Genli 33.1 18.10 –0.28 –40.5 –24.7
Italy (Full Line Insurance)
British Amer Tob 54.6 17.64 –0.34 –2.4 38.5
U.K. (Tobacco)
France Telecom 67.7 19.94 –0.85 –21.6 –6.8
France (Fixed Line Telecommunications)
ING Groep 16.8 6.22 –1.03 –75.5 –77.6
Netherlands (Life Insurance)
Allianz SE 32.6 55.49 –1.33 –58.6 –55.2
Germany (Full Line Insurance)
Deutsche Telekom 62.3 11.00 –1.52 –26.9 –22.8
Germany (Mobile Telecommunications)
Intesa Sanpaolo 36.2 2.35 –1.67 –54.9 –43.2
Italy (Banks)
Koninklijke Philips 18.2 13.39 –1.87 –52.9 –43.6
Netherlands (Consumer Electronics)
Nestle 134.8 41.88 –2.01 –22.4 6.9
Switzerland (Food Products)
Diageo 38.3 8.93 –2.14 –16.5 5.6
U.K. (Distillers & Vintners)
GDF Suez 93.3 32.77 –2.31 –13.1 26.5
France (Multiutilities)
AXA 35.2 13.12 –2.38 –50.6 –48.5
France (Full Line Insurance)
GlaxoSmithKline 97.9 11.20 –2.52 –8.1 –22.7
U.K. (Pharmaceuticals)
Sanofi-Aventis 74.0 43.35 –2.58 –29.9 –37.1
France (Pharmaceuticals)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

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

*Estimates as of 10/29/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 1.73 97.64% 0.01% 1.91 1.18 1.46

Eur. High Volatility: 10/1 4.00 92.65 0.02 4.19 2.16 3.08

Europe Crossover: 10/1 8.88 88.85 0.06 9.27 5.74 7.60

Asia ex-Japan IG: 10/1 4.02 91.75 0.02 6.63 1.99 3.61

Japan: 10/1 3.50 91.26 0.02 3.56 1.58 2.32

 Note: Data as of November 24

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

In percentage points
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BLUE CHIPS & BONDS

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

Europe, Middle East & Africa: Bank revenues from equity capital markets

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

Source: Dealogic
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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 11/21 USD 29.78 –60.2 –60.0 –24.9
LG Asian Plus AS EQ CYM 11/14 USD 36.44 –57.3 –58.8 –18.0
LG Asian SmallerCo's AS EQ BMU 11/24 USD 49.06 –69.1 –68.5 –38.3
LG India EA EQ MUS 11/20 USD 26.83 –71.3 –69.8 –29.6
Siberian Investment Co EE EQ IRL 11/10 USD 24.67 –72.0 –71.7 –37.6

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 11/24 EUR 26.76 –63.4 –62.4 –33.9
MP-TURKEY.SI OT OT SVN 11/21 EUR 16.32 –68.0 –65.6 –36.6

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 11/22 EUR 2.44 –72.8 –71.4 NS
Parex Eastern Europ Bd EU BD LVA 11/22 USD 8.79 –35.7 –35.0 –17.1
Parex Russian Eq EE EQ LVA 11/22 USD 7.49 –76.4 –74.1 –40.1
Parex Ukrainian Eq EU EQ LVA 11/22 EUR 2.34 –77.2 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 11/24 USD 94.85 –59.8 –57.5 –24.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/24 USD 91.12 –60.2 –58.0 –24.8
PF (LUX)-Biotech-Pca OT EQ LUX 11/21 USD 243.16 –26.9 –28.0 –8.4
PF (LUX)-CHF Liq-Pca CH MM LUX 11/21 CHF 123.89 1.5 1.8 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/21 CHF 95.63 1.5 1.8 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/21 EUR 104.67 –52.9 –50.5 –29.4
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/21 USD 67.91 –50.3 –48.9 –20.0
PF (LUX)-East Eu-Pca EU EQ LUX 11/21 EUR 122.98 –76.1 –73.7 –44.1
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 11/24 USD 76.45 –66.9 –64.8 –30.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/24 USD 258.81 –64.7 –62.2 –29.1
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/21 EUR 70.75 –48.2 –46.0 –26.6
PF (LUX)-EUR Bds-Pca EU BD LUX 11/21 EUR 374.06 3.5 1.9 0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/21 EUR 293.75 3.5 1.9 0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/21 EUR 124.55 –5.0 –6.0 –3.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/21 EUR 90.79 –5.0 –6.1 –3.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/21 EUR 91.55 –36.1 –35.9 –21.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/21 EUR 59.21 –36.1 –35.9 –21.3
PF (LUX)-EUR Liq-Pca EU MM LUX 11/21 EUR 134.21 3.3 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/21 EUR 100.25 3.3 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/21 EUR 277.60 –54.5 –52.2 –31.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/21 EUR 94.20 –48.9 –47.3 –29.7
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/21 USD 165.61 –17.5 –16.2 –5.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/21 USD 118.08 –17.5 –16.2 –5.9
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 11/21 USD 11.24 –53.8 –51.5 –29.2
PF (LUX)-Gr China-Pca AS EQ LUX 11/24 USD 185.79 –56.6 –54.5 –16.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/24 USD 172.66 –67.4 –64.4 –25.7
PF (LUX)-Jap Index-Pca JP EQ LUX 11/21 JPY 7579.72 –46.6 –45.0 –27.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/21 JPY 6840.87 –48.9 –48.3 –32.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/21 JPY 6682.12 –49.2 –48.6 –32.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/21 JPY 3662.71 –46.9 –45.2 –31.2
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/24 USD 133.31 –58.2 –56.7 –23.9
PF (LUX)-Piclife-Pca CH BA LUX 11/21 CHF 685.50 –19.3 –18.0 –10.5
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/21 EUR 40.20 –47.7 –46.0 –28.3
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/21 USD 18.95 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/21 USD 61.28 –45.1 –43.9 –22.5
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/21 EUR 306.07 –50.4 –47.8 –28.2
PF (LUX)-US Eq-Ica US EQ LUX 11/21 USD 71.49 –44.5 –41.9 –21.9
PF (LUX)-USA Index-Pca US EQ LUX 11/21 USD 64.08 –44.8 –42.7 –23.4
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/21 USD 507.30 7.5 7.8 6.8
PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/21 USD 383.28 7.5 7.8 6.8
PF (LUX)-USD Liq-Pca US MM LUX 11/21 USD 130.02 2.3 2.8 3.7
PF (LUX)-USD Liq-Pdi US MM LUX 11/21 USD 87.65 2.3 2.8 3.7
PF (LUX)-Water-Pca GL EQ LUX 11/21 EUR 101.47 –35.0 –31.4 –17.6
PF (LUX)-WldGovBds-Pca GL BD LUX 11/21 USD 151.04 2.6 0.5 5.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/21 USD 127.82 2.6 0.5 5.5
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 11/24 USD 41.31 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 11/21 USD 6.71 –53.6 –51.7 –29.6
Japan Fund USD JP EQ IRL 11/25 USD 12.86 –23.6 –24.2 –13.4

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 11/24 EUR 548.77 –44.2 –43.5 NS
Core Eurozone Eq B EU EQ IRL 11/24 EUR 639.00 NS NS NS
Euro Fixed Income A EU BD IRL 11/24 EUR 1133.58 –9.2 –10.3 –6.4
Euro Fixed Income B EU BD IRL 11/24 EUR 1202.20 –8.7 –9.7 –5.9
Euro Small Cap A EU EQ IRL 11/24 EUR 870.65 –50.6 –49.8 –32.0
Euro Small Cap B EU EQ IRL 11/24 EUR 926.49 –50.3 –49.5 –31.5
Eurozone Agg Eq A EU EQ IRL 11/24 EUR 485.06 –49.3 –47.9 NS
Eurozone Agg Eq B EU EQ IRL 11/24 EUR 692.55 –49.1 –47.6 –26.8
Glbl Bd (EuroHdg) A GL BD IRL 11/24 EUR 1167.76 –9.7 –10.0 –4.9
Glbl Bd (EuroHdg) B GL BD IRL 11/24 EUR 1231.31 –9.1 –9.4 –4.3
Glbl Bd A EU BD IRL 11/21 EUR 1016.99 0.9 0.8 –2.0
Glbl Bd B EU BD IRL 11/21 EUR 1075.55 1.4 1.4 –2.4
Glbl Real Estate A OT EQ IRL 11/24 USD 556.59 –56.2 –57.0 –35.6
Glbl Real Estate B OT EQ IRL 11/24 USD 570.04 –56.0 –56.8 –35.2
Glbl Real Estate EH-A OT EQ IRL 11/24 EUR 535.29 –54.4 –55.0 –35.8
Glbl Real Estate SH-B OT EQ IRL 11/24 GBP 50.66 –53.9 –54.3 –34.7
Glbl Strategic Yield A EU BD IRL 11/24 EUR 1081.49 –27.6 –27.0 –14.1
Glbl Strategic Yield B EU BD IRL 11/21 EUR 1143.97 –27.6 –26.8 –13.7
Japan Equity A JP EQ IRL 11/24 JPY 9578.00 –48.5 –47.3 –29.6
Japan Equity B JP EQ IRL 11/24 JPY 10142.00 –48.2 –47.0 –29.2
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/24 USD 1084.16 –59.0 –56.9 –25.6
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/24 USD 1149.21 –58.8 –56.7 –25.1
Pan European Eq A EU EQ IRL 11/24 EUR 710.88 –47.7 –46.7 –26.9
Pan European Eq B EU EQ IRL 11/24 EUR 752.81 –47.5 –46.4 –26.5
US Equity A US EQ IRL 11/24 USD 619.94 –46.6 –45.3 –23.0
US Equity B US EQ IRL 11/24 USD 659.41 –46.3 –45.0 –22.6
US Small Cap A US EQ IRL 11/24 USD 887.03 –48.4 –47.3 –26.5
US Small Cap B US EQ IRL 11/24 USD 944.06 –48.1 –47.0 –26.1

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 11/24 SEK 55.36 –52.5 –49.7 –30.4
Choice Japan Fd JP EQ LUX 11/21 JPY 41.77 –47.2 –45.5 –29.7
Choice Jpn Chance/Risk JP EQ LUX 11/25 JPY 42.72 –52.3 –50.7 –30.4
Choice NthAmChance/Risk US EQ LUX 11/24 USD 2.55 –51.3 –48.4 –27.0
Europe 2 Fd EU EQ LUX 11/24 EUR 0.68 –53.0 –51.6 –29.9
Europe 3 Fd EU EQ LUX 11/24 GBP 2.55 –45.7 –43.0 –21.3
Global Chance/Risk Fd GL EQ LUX 11/25 EUR 0.49 –38.1 –36.0 –21.6
Global Fd GL EQ LUX 11/24 USD 1.51 –48.9 –47.6 –24.3
Intl Mixed Fd -C- NO BA LUX 11/24 USD 20.52 –38.4 –37.7 –17.0
Intl Mixed Fd -D- NO BA LUX 11/24 USD 14.48 –38.4 –37.7 –15.9
Wireless Fd OT EQ LUX 11/25 EUR 0.10 –49.5 –47.6 –24.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 11/24 USD 3.72 –59.1 –56.7 –26.0
Currency Alpha EUR -IC- OT OT LUX 11/25 EUR 10.91 6.8 6.1 NS
Currency Alpha EUR -RC- OT OT LUX 11/25 EUR 10.87 6.4 5.7 NS
Currency Alpha SEK -ID- OT OT LUX 11/25 SEK 105.72 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/24 SEK 113.24 NS NS NS
Generation Fd 80 OT OT LUX 11/25 SEK 6.19 –34.5 –32.1 NS
Nordic Focus EUR NO EQ LUX 11/24 EUR 48.80 –50.7 NS NS
Nordic Focus NOK NO EQ LUX 11/24 NOK 54.74 NS NS NS
Nordic Focus SEK NO EQ LUX 11/25 SEK 56.63 –43.1 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 11/24 USD 1.28 –47.4 –44.9 –25.2
Ethical Global Fd GL EQ LUX 11/24 USD 0.55 –49.7 –48.5 –25.6
Ethical Sweden Fd NO EQ LUX 11/24 SEK 26.15 –41.3 –39.6 –21.6
Europe Fd EU EQ LUX 11/24 USD 1.45 –59.1 –58.2 –24.5
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 11/25 SEK 12.92 3.5 3.3 2.3
Medical Fd OT EQ LUX 11/25 USD 2.70 –29.9 –29.1 –12.6
Short Medium Bd Fd SEK NO MM LUX 11/25 SEK 9.11 2.6 3.0 2.9
Technology Fd OT EQ LUX 11/25 USD 1.50 –47.3 –44.7 –22.4
World Fd GL EQ LUX 11/24 USD 1.48 –44.6 –44.3 –17.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 11/25 EUR 1.27 1.7 2.1 2.2
Short Bond Fd SEK NO MM LUX 11/25 SEK 21.44 2.2 2.6 2.7
Short Bond Fd USD US MM LUX 11/25 USD 2.49 1.6 1.9 3.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 11/25 SEK 10.11 –1.0 –0.9 –0.1
Alpha Bond Fd SEK -B- NO BD LUX 11/25 SEK 9.08 –1.0 –0.9 –0.1
Alpha Bond Fd SEK -C- NO BD LUX 11/25 SEK 25.33 –1.1 –1.1 –0.2
Alpha Bond Fd SEK -D- NO BD LUX 11/25 SEK 8.44 –1.1 –1.1 –0.2
Alpha Short Bd SEK -A- NO MM LUX 11/25 SEK 10.76 2.4 2.8 2.8
Alpha Short Bd SEK -B- NO MM LUX 11/25 SEK 10.09 2.4 2.8 2.8
Alpha Short Bd SEK -C- NO MM LUX 11/25 SEK 21.05 2.3 2.7 2.7
Alpha Short Bd SEK -D- NO MM LUX 11/25 SEK 8.75 2.3 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 11/25 SEK 40.44 7.0 7.2 3.9
Bond Fd SEK -D- NO BD LUX 11/25 SEK 12.13 5.8 6.0 3.3
Corp. Bond Fd EUR -C- EU BD LUX 11/25 EUR 1.08 –7.9 –8.7 –4.8
Corp. Bond Fd EUR -D- EU BD LUX 11/25 EUR 0.85 –8.3 –9.1 –5.1
Corp. Bond Fd SEK -C- NO BD LUX 11/25 SEK 10.50 –13.0 –13.7 –7.1
Corp. Bond Fd SEK -D- NO BD LUX 11/25 SEK 8.25 –12.8 –13.5 –7.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/25 EUR 100.61 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/25 EUR 100.37 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 11/24 SEK 113.54 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/24 SEK 1048.00 NS NS NS
Flexible Bond Fd -C- NO BD LUX 11/25 SEK 20.58 4.3 4.6 3.4
Flexible Bond Fd -D- NO BD LUX 11/25 SEK 11.65 4.3 4.6 3.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/25 SEK 78.67 –25.9 –26.0 –13.3
Global Hedge I SEK -D- OT OT LUX 11/25 SEK 71.90 –28.1 –28.1 –14.5

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/24 USD 1.33 –60.2 –57.9 –22.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/25 SEK 14.91 –55.4 –53.7 –27.6
Europe Chance/Risk Fd EU EQ LUX 11/25 EUR 784.56 –53.9 –52.2 –30.6

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/24 USD 12.23 –63.0 –61.4 –18.2
Eq. Pacific A AS EQ LUX 11/24 USD 5.43 –60.8 –58.7 –22.5

n SGAM Fund
Bonds CHF A CH BD LUX 11/24 CHF 27.91 7.0 5.5 1.6
Bonds ConvEurope A EU BD LUX 11/24 EUR 28.02 –3.6 –2.2 1.8
Bonds Eur Corp A EU BD LUX 11/21 EUR 20.24 –7.8 –8.6 –4.8
Bonds Eur Hi Yld A EU BD LUX 11/21 EUR 13.39 –36.8 –37.0 –21.4
Bonds EURO A EU BD LUX 11/24 EUR 38.58 4.4 3.3 1.7
Bonds Europe A EU BD LUX 11/24 EUR 37.22 4.1 2.6 1.5
Bonds US MtgBkSec A US BD LUX 11/21 USD 24.78 –1.8 –2.8 1.5
Bonds US OppsCoreplus A US BD LUX 11/21 USD 30.21 –4.0 –3.2 1.0
Bonds World A GL BD LUX 11/21 USD 36.98 –0.5 –1.9 4.7
Eq. ConcentratedEuropeA EU EQ LUX 11/21 EUR 18.15 –55.0 –53.9 –32.9
Eq. Eastern Europe A EU EQ LUX 11/21 EUR 12.66 –71.3 –69.9 –40.1
Eq. Equities Global Energy OT EQ LUX 11/21 USD 12.61 –49.9 –47.5 –16.5
Eq. Euroland A EU EQ LUX 11/21 EUR 8.15 –52.9 –51.7 –29.9
Eq. Euroland MidCapA EU EQ LUX 11/21 EUR 13.43 –53.6 –53.4 –33.3
Eq. EurolandCyclclsA EU EQ LUX 11/21 EUR 11.89 –53.1 –51.7 –25.5
Eq. EurolandFinancialA OT EQ LUX 11/21 EUR 7.43 –60.1 –58.7 –39.8
Eq. Glbl Emg Cty A GL EQ LUX 11/21 USD 4.80 –64.4 –64.0 –28.4
Eq. Global A GL EQ LUX 11/21 USD 18.38 –52.0 –51.2 –28.4
Eq. Global Technol A OT EQ LUX 11/21 USD 3.13 –55.8 –55.8 –33.9
Eq. Gold Mines A OT EQ LUX 11/24 USD 15.63 –47.9 –47.8 –22.8
Eq. Japan A JP EQ LUX 11/21 JPY 613.86 –53.6 –52.3 –33.5
Eq. Japan Sm Cap A JP EQ LUX 11/21 JPY 869.08 –49.0 –48.3 –37.9
Eq. Japan Target A JP EQ LUX 11/21 JPY 1479.73 –26.9 –25.9 –15.9
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 11/21 GBP 8.51 –50.1 –48.6 –29.9
Eq. US ConcenCore A US EQ LUX 11/24 USD 15.06 –43.9 –41.5 –22.2
Eq. US Lg Cap Gr A US EQ LUX 11/21 USD 9.68 –51.9 –50.7 –26.8
Eq. US Mid Cap A US EQ LUX 11/21 USD 16.63 –57.5 –56.2 –27.7

Eq. US Multi Strg A US EQ LUX 11/21 USD 13.83 –52.0 –50.7 –29.4
Eq. US Rel Val A US EQ LUX 11/21 USD 13.31 –53.5 –52.3 –33.3
Eq. US Sm Cap Val A US EQ LUX 11/21 USD 10.54 –57.8 –56.7 –37.6
Eq. US Value Opp A US EQ LUX 11/21 USD 11.64 –54.3 –53.4 –34.4
Money Market EURO A EU MM LUX 11/24 EUR 27.02 3.9 4.4 4.0
Money Market USD A US MM LUX 11/24 USD 15.71 2.6 3.1 4.0

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 11/15 USD 7.94 –46.3 –42.1 –6.3
UAE Blue Chip Fund Acc AS EQ ARE 11/20 AED 5.46 –53.2 –50.1 –16.7

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 11/25 EEK 107.82 –59.8 –58.6 –35.7
New Europe Small Cap EUR EE EQ EST 11/25 EEK 51.83 –62.8 –62.2 –37.2
Second Wave EUR EE EQ EST 11/25 EEK 89.42 –67.5 –65.2 –34.1

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/25 JPY 8390.00 –49.9 –50.2 –32.7
YMR-N Japan Fund JP EQ IRL 11/25 JPY 9235.00 –46.9 –46.5 –28.5
YMR-N Low Price Fund JP EQ IRL 11/25 JPY 12391.00 –45.7 –45.6 –29.4
YMR-N Small Cap Fund JP EQ IRL 11/25 JPY 6146.00 –50.4 –51.3 –34.6
Yuki Mizuho Gen Jpn III JP EQ IRL 11/25 JPY 4221.00 –54.6 –53.2 –32.9
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/25 JPY 4518.00 –53.5 –53.2 –35.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/25 JPY 6011.00 –52.0 –50.7 –33.9
Yuki Mizuho Jpn Gen JP EQ IRL 11/25 JPY 7845.00 –48.9 –48.7 –30.1
Yuki Mizuho Jpn Gro JP EQ IRL 11/25 JPY 6054.00 –50.9 –51.1 –33.0
Yuki Mizuho Jpn Inc JP EQ IRL 11/25 JPY 7756.00 –40.8 –40.1 –24.4
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/25 JPY 4915.00 –47.9 –47.1 –28.9
Yuki Mizuho Jpn LowP JP EQ IRL 11/25 JPY 10706.00 –40.9 –41.2 –23.9
Yuki Mizuho Jpn PGth JP EQ IRL 11/25 JPY 7491.00 –54.4 –53.9 –32.9
Yuki Mizuho Jpn SmCp JP EQ IRL 11/25 JPY 5979.00 –52.8 –53.8 –33.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/25 JPY 4943.00 –47.4 –46.6 –29.6
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/25 JPY 2355.00 –58.8 –59.9 –48.3

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/25 JPY 4148.00 –53.1 –51.6 –33.4
Yuki 77 General JP EQ IRL 11/25 JPY 5709.00 –50.3 –49.9 –31.1
Yuki 77 Growth JP EQ IRL 11/25 JPY 5764.00 –53.0 –53.6 –34.8
Yuki 77 Income AS EQ IRL 11/25 JPY 5020.00 –40.1 –38.6 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/25 JPY 6131.00 –47.3 –46.9 –30.9
Yuki Chugoku Jpn Gro JP EQ IRL 11/25 JPY 5032.00 –50.1 –49.3 –28.9
Yuki Chugoku JpnLowP JP EQ IRL 11/25 JPY 7780.00 –40.3 –40.4 –21.8
Yuki Chugoku JpnPurGth JP EQ IRL 11/25 JPY 4582.00 –47.7 –47.6 –30.0

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/25 JPY 6576.00 –48.9 –48.8 –31.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/25 JPY 4472.00 –49.3 –48.5 –29.9
Yuki Hokuyo Jpn Inc JP EQ IRL 11/25 JPY 5246.00 –37.8 –36.9 –23.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/25 JPY 4532.00 –47.5 –48.7 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/25 JPY 4420.00 –54.4 –54.3 –34.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/25 JPY 4331.00 –51.5 –51.0 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/25 JPY 4988.00 –47.9 –49.3 –30.7
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 10/31 USD 16.53 –94.5 –94.1 –64.7
788 China Smaller Cap OT OT CYM 10/31 USD 14.06 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 10/31 USD 69.47 –51.6 –42.7 –23.1
788 Japan Fund Ltd OT OT CYM 10/31 USD 13.18 –89.3 –88.7 –65.9

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

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

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

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

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

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

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 11/14 USD 466.99 –73.8 –73.7 –44.6

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

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

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

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

MultiAdv Arb S USD OT OT CYM 10/31 USD 113.61 –19.7 –20.3 –5.4
MultiAdv Arb USD OT OT GGY 10/31 USD 177.33 –20.6 –21.4 –6.6

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 10/31 USD 115.10 –13.6 –14.5 –1.4
Asian AdbantEdge EUR OT OT JEY 10/31 EUR 89.05 –25.0 –24.9 NS
Asian AdvantEdge OT OT JEY 10/31 USD 162.94 –23.7 –23.4 –0.6
Emerg AdvantEdge OT OT JEY 10/31 USD 161.95 –21.7 –22.6 1.3
Emerg AdvantEdge EUR OT OT JEY 10/31 EUR 93.62 –21.5 –22.7 NS
Europ AdvantEdge EUR OT OT JEY 10/31 EUR 122.63 –14.0 –16.0 –3.4
Europ AdvantEdge USD OT OT JEY 10/31 USD 127.75 –14.5 –16.4 –2.8
Japan AdvantEdge JPY OT OT JEY 10/31 JPY 8303.85 –11.5 –13.1 –9.7
Japan AdvantEdge USD OT OT JEY 10/31 USD 96.27 –10.4 –11.2 –6.4
Lvgd Alpha AdvantEdge OT OT JEY 10/31 USD 102.60 –29.3 –31.4 –8.8
Trading AdvantEdge OT OT GGY 10/31 USD 143.14 6.4 8.3 15.6
Trading AdvantEdge EUR OT OT GGY 10/31 EUR 129.99 6.5 8.0 14.4
Trading AdvantEdge GBP OT OT GGY 10/31 GBP 136.17 8.2 10.3 16.4
US AdvantEdge OT OT JEY 10/31 USD 112.55 –11.0 –11.7 –0.2

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 11/13 EUR 245.21 –3.6 –4.1 1.3
Integrated Dir Trading EUR OT OT CYM 09/30 EUR 103.47 1.0 7.3 7.8
Integrated Emg Markets EUR OT OT CYM 09/30 EUR 83.79 –20.2 –18.9 –3.4
Integrated European EUR OT OT CYM 09/30 EUR 151.00 1.6 0.6 4.0
Integrated Event Driven EUR OT OT CYM 09/30 EUR 93.78 –12.6 –11.3 1.2
Integrated Lg/Sh Sel F EUR OT OT CYM 09/30 EUR 89.88 –10.1 –9.3 2.9
Integrated MultSt B EUR OT OT VGB 09/30 EUR 124.28 –10.9 –9.1 0.0
Integrated Relative Value EUR OT OT CYM 09/30 EUR 96.76 –3.7 –3.4 2.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 09/30 EUR 1902.24 –13.7 –12.4 0.9
KBL SPOP Investing OT OT LUX 09/30 USD 1829.54 –14.3 –12.7 1.6
KBL SPOP Long/Short Eq OT OT LUX 09/30 USD 485.64 –26.7 –23.4 –1.4
KBL SPOP Long/Short Eq OT OT LUX 09/30 EUR 480.58 –26.1 –22.9 –2.0

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 11/21 USD 188.25 –77.4 –76.8 –51.3

Antanta MidCap Fund EE EQ AND 11/21 USD 289.87 –84.0 –83.4 –51.3
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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Beijing defends vitamin makers
Sovereign immunity
is invoked by China
in price-fixing case

By David Armstrong

And Alicia Mundy

Johnson & Johnson planned
funding for a research institute to fo-
cus on use of the antipsychotic drug
Risperdal by children well before
the treatment was approved for pa-
tients that young, according to inter-
nal emails produced in a lawsuit
against the company.

The 2001 and 2002 emails, which

circulated in the drug maker’s Jans-
sen unit, raise issues of whether the
company helped promote an unap-
proved use of Risperdal, which wasn’t
cleared by the Food and Drug Admin-
istration for widespread use in mi-
nors until 2007.

Doctors in the U.S. may
prescribe FDA-approved
drugs as they see fit, but
companies aren’t permit-
ted to market them for uses
that aren’t approved.
Risperdal, which had sales
of $4.9 billion last year, is
the focus of a growing de-
bate over whether antipsy-
chotic drugs are overused in
children. At the center of the
controversy is a Harvard Uni-
versity psychiatrist, Joseph
Biederman, who proposed and ulti-
mately headed the institute that J&J
funded—the Johnson & Johnson Cen-
ter for the Study of Pediatric Psycho-
pathology, at Boston’s Massachu-
setts General Hospital.

J&J, in a statement, said it helped
to fund the center in 2002 “with an
objective to conduct rigorous clini-
cal trials to clarify appropriate use
and dosing of Risperdal in children.”

It noted that some of those uses
were later approved by the FDA, and
it said the company only promotes
its products for FDA-approved indi-
cations. Dr. Biederman didn’t return
calls seeking comment.

Dr. Biederman has been
a leading advocate for
wider childhood and ado-
lescent use of the drug. The
emails were provided to a
New Jersey court as part of
an effort by patient plain-
tiffs to force the psychia-
trist to testify in their suit
against J&J over alleged
harms caused by Risper-
dal. The company has said
the drug’s side effects are
limited, and it has de-
fended Risperdal’s safety.

Risperdal was being prescribed to
thousands of teens and younger chil-
dren before it was approved in
mid-2007 for use in children and ado-
lescents with bipolar disorder, accord-
ing to data presented at an FDA panel
last week. Risperdal has been linked
to side effects including serious
weight gain and diabetes.

The emails in the lawsuit indicate
that Dr. Biederman approached Jans-

sen to start the institute. A spokes-
man for Harvard said the institute
isn’t affiliated with the university.

“Dr. Biederman is the pioneer in
the area of [child and adolescent] bi-
polar disorders,” said a 2002 inter-
nal email at Janssen. “He ap-
proached Janssen multiple times to
propose the creation of a Janssen-
MGH center ... The rationale of the
center is to generate and dissemi-
nate data supporting use of risperi-
done in this patient population.”

J&J emails raise issues on Risperdal strategy

By John R. Wilke

China’s government is defending
in a New York court four Chinese vita-
min manufacturers that acted to-
gether to boost prices of their ex-
ports, in an unprecedented move
that could affect international anti-
trust disputes.

The four companies captured the
market for vitamin C after years of un-
dercutting rivals with low prices. It is
a pattern that has repeated itself in
dozens of markets in recent years,
bringing higher prices for Chinese-
made products from drugs to sweet-
eners to steelmaking materials.

The wholesale price of vitamin C
rose to $8 or more per kilogram in
2003 from about $3 in 2001. It has
fluctuated since then, reaching as
high as about $11 a kilogram last year.

The unusual friend-of-the-court
filing by China’s Commerce Ministry
in the case suggests that China is will-
ing to back these coordinated efforts
to raise prices. The civil case could be-
come a test of whether its manufac-
turers are subject to the same rules of
competition that apply to global ri-
vals, as China seeks to move to a more
market-based economy.

Some of the vitamin makers in the
case are former state-owned compa-
nies. China enacted its first antitrust
rules this year, restricting monopolis-
tic practices, including price fixing.
The penalties, however, are generally
civil, not criminal, and don’t address
export pricing.

A U.S. judge recently cleared the
case for trial, pitting the four Chi-
nese vitamin makers against an
American animal-feed company. In
his ruling, U.S. District Judge David
Trager in Brooklyn, called the Chi-
nese government’s role in the case
“unprecedented” and wrote that the
involvement of the Commerce Minis-
try “demonstrates the importance
the Chinese government places on

the case.”
China’s defense is based on the

doctrine of sovereign immunity: If a
government orders a company to
take a specific action, it generally is
considered an act of state that can’t
be prosecuted in foreign courts. In his
Nov. 7 ruling, Judge Trager effec-
tively rejected that stance, finding
enough evidence to go to trial. No
date has been set.

The lawsuit, filed in 2005 by Texas
feed maker Animal Science Products
Inc., alleges that China’s vitamin C
makers illegally conspired to fix
prices after they won a dominant
share of the market in 2001. As a re-
sult, U.S. consumers, farmers and
food makers have been forced to pay
sharply higher prices for the widely
used food additive, the suit says.

A lawyer for China’s Commerce
Ministry, Joel Mitnick of Sidley
Austin LLP in New York, declined
to comment.

In its filings and oral arguments,
the ministry broadly asserted sover-
eign immunity in its defense of vita-
min and other industries. The minis-
try said in filings that the price coordi-
nation by vitamin companies “was
adopted to forestall potential market
disorders that might have limited the
development of a healthy vitamin C
export industry during China’s transi-
tion from a command economy to a
market-driven economy.”

The four largest Chinese vitamin
makers in their court filings don’t dis-

pute that they acted together to set
prices. Rather, they argue they didn’t
violate the law because they were
compelled by the ministry to coordi-
nate export prices and production.

That stance, if upheld, would pro-
tect them from lawsuits under sover-
eign immunity, much like the protec-
tions enjoyed by the Organization of
Petroleum Exporting Countries. The
cartel’s members act as sovereign
states, not companies. Without that
protection, foreign companies can
face criminal prosecution or civil
suits in U.S. courts if any illegal con-
duct is found to hurt U.S. consumers.

After a review of evidence in the
vitamin case, Judge Trager found
that the “documents on which defen-
dants rely to demonstrate govern-
ment compulsion of their anticompet-
itive acts suggest on their face [they]
were voluntary rather than com-
pelled.” While noting that such evi-
dence must still be verified at trial,
he found that “plain language of the
documentary evidence submitted by
the plaintiffs directly contradicts the
Ministry’s position.”

Most of this evidence has re-
mained under court seal until re-
cently. It documents repeated in-
stances in which the companies met
and agreed to raise prices and curtail
production.

In one exchange, which took place
after the suit was filed in 2005 and
was cited by the judge in his ruling, a
Chinese vitamin executive said that

fixing prices “is a kind of monopoly”
but that the companies shouldn’t be
worried because the ministry was en-
tering the U.S. case, according to
notes the executive took that later
were filed as evidence in the case.

“If we won the lawsuit, it would be
hard for foreigners to make more
trouble,” he said. He continued: “If we
lost the case, the government would
take the responsibility. After all, we
need to do many things in a more hid-
den and smart way.”

This isn’t the first time vitamin
makers have been accused of price
fixing. In one of the largest-ever
white-collar crime investigations,
Swiss, Japanese and German compa-
nies were found to have conspired to
raise vitamin prices in the late
1990s. They were prosecuted in both
the U.S. and Europe, paying $1 bil-
lion in criminal fines and $1.2 billion
in civil judgments.

When the European and Japanese
companies exited the vitamin C mar-
ket, they left the $100 million busi-
ness to Chinese producers, which es-
tablished a dominant position and
raised prices. The U.S. Justice Depart-
ment hasn’t pursued the allegations
against the Chinese companies.

“The court’s decision means Chi-
nese companies can be held account-
able,” said Animal Sciences’ attorney,
William Isaacson, of Boies, Schiller &
Flexner LLP in New York.

Joseph
Biederman

A WSJ NEWS ROUNDUP

Russian telecommunications op-
erator OAO Vimpel Communica-
tions Tuesday posted a 41% fall in
third-quarter net profit, as the
weaker ruble dragged down the bot-
tom line, and cut its capital expendi-
ture plans.

Net profit at the New York-listed
company dropped to $41.3 million
from $458.1 million a year earlier.
The steep fall reflects the ruble’s de-
preciation against the dollar, which
pushed up the cost of the company’s
$1.8 billion debt, more than three
quarters of which is denominated in
dollars. VimpelCom booked a $341
million charge on foreign-exchange
losses for the quarter.

Revenue, meanwhile, jumped 45%
to $2.84 billion from $1.96 billion as
the company signed up four million
new mobile users and existing clients
in its core domestic market on aver-
age spent 13% more a month.

“While our operations have not
yet been affected by the financial
turmoil, we clearly understand that
the company will not be immune to
it,” said Chief Executive Alexander
Izosimov, adding that VimpleCom
has suspended equipment orders
and stopped taking on new staff.

VimpelCom, whose major share-
holders include Russian billionaire
Mikhail Fridman’s business empire

Alfa Group and Norwegian telecom-
munications company Telenor ASA,
had a capital expenditure of $693
million in the three months ended
Sept. 30.

The company has suspended all
M&A activities, said Mr. Izosimov, add-
ing that repaying its debt would be
the top priority next year. “Even if we
do not get refinancing for 2009 and
have to pay back debts with our own
funds, we will be able to do it,” he said.

The company has hedged its
2009 debt repayments against ma-
jor ruble depreciation, said Chief Fi-
nancial officer Yelena Shmataova.

Mr. Izosimov said VimpelCom
was considering not paying a divi-
dend from its 2008 net profit in or-
der to save earnings to pay debt. But
in emailed comments that followed
immediately, VimpelCom said that
it felt comfortable with its ability to
meet its debt obligations from its
own cashflow and that its manage-
ment intended to recommend to its
board to pay dividends for 2008.
The company paid a $587 million
dividend for 2007.

“Mobile businesses are fairly
well protected from the economic
slowdown,” Konstantin Cherny-
shev, analyst at UralSib, said in a
note assessing the results. He noted
that VimpelCom’s average revenue
per user in Kazakhstan scarcely fell
in the third quarter, even though the
country expereinced a particularly
severe slowdown.

VimpelCom was one of Russia’s
best performing stocks last year but
its shares have shed almost two
thirds of their value in the past
three months as foreign investors
shunned the risks of emerging-mar-
ket stocks and the ruble depreciated
against the dollar.

CORPORATE NEWS

Note: Spot prices often vary from these averages. 

Source: International Trade Commission

Price roller coaster
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Selling Risperdal
U.S. sales of Johnson & Johnson’s
antipsychotic drug Risperdal
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Revenue rose 45%,
but the weaker ruble
drove up debt costs
for the Russian firm.

VimpelCom cuts
spending plans,
profit drops 41%
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 11/21 GBP 5.76 –39.2 –35.2 –20.0
Andfs. Borsa Global GL EQ AND 11/21 EUR 5.38 –43.9 –41.5 –23.2
Andfs. Emergents GL EQ AND 11/21 USD 8.18 –61.5 –60.4 –26.0
Andfs. Espanya EU EQ AND 11/21 EUR 9.46 –46.4 –46.9 –24.7
Andfs. Estats Units US EQ AND 11/21 USD 10.62 –47.7 –44.2 –24.4
Andfs. Europa EU EQ AND 11/21 EUR 5.87 –47.0 –45.1 –25.4
Andfs. Franca EU EQ AND 11/21 EUR 7.54 –46.3 –44.0 –26.2
Andfs. Japo JP EQ AND 11/24 JPY 397.95 –48.5 –46.2 –28.7
Andfs. Plus Dollars US BA AND 11/24 USD 8.34 –22.1 –21.2 –10.3
Andfs. RF Dolars US BD AND 11/24 USD 10.05 –11.3 –11.0 –4.9
Andfs. RF Euros EU BD AND 11/24 EUR 9.05 –18.0 –18.5 –10.5
Andorfons EU BD AND 11/24 EUR 12.21 –20.2 –20.1 –12.3
Andorfons Alternative Premium OT OT AND 09/30 EUR 105.62 –9.0 –8.2 –0.1
Andorfons Mix 30 EU BA AND 11/24 EUR 8.24 –29.0 –28.2 –15.4
Andorfons Mix 60 EU BA AND 11/21 EUR 7.75 –41.2 –39.0 –22.0

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 11/14 USD 122031.10 –53.2 –54.9 –23.3

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 11/25 EUR 10.05 –1.2 –1.0 0.7
DJE-Absolut P GL EQ LUX 11/25 EUR 173.13 –31.4 –28.5 –11.9
DJE-Alpha Glbl P EU BA LUX 11/25 EUR 148.86 –27.2 –24.2 –9.4
DJE-Div& Substanz P GL EQ LUX 11/24 EUR 160.77 –32.5 –30.8 –12.9
DJE-Gold&Resourc P OT EQ LUX 11/25 EUR 116.77 –37.7 –35.3 –14.8
DJE-Renten Glbl P EU BD LUX 11/25 EUR 118.12 –3.2 –4.0 –0.6
LuxPro-Dragon I AS EQ LUX 11/25 EUR 89.39 –50.6 –47.5 –11.8
LuxPro-Dragon P AS EQ LUX 11/25 EUR 87.41 –51.7 –48.6 –12.7
LuxTopic-Aktien Europa EU EQ LUX 11/24 EUR 12.17 –36.9 –34.6 –14.0
LuxTopic-Pacific AS EQ LUX 11/24 EUR 8.85 –58.8 –56.9 –27.4

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 11/21 EUR 38.47 –64.9 –62.1 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 11/21 USD 37.12 –70.0 –67.8 NS
(Lux) Russian EUR EE EQ LUX 11/24 EUR 33.74 –70.3 –68.4 NS
(Lux) Russian USD EE EQ LUX 11/21 USD 30.85 –75.9 –74.6 NS
Balkan Fund EE EQ SWE 11/24 SEK 11.48 –65.6 –62.1 –27.9
Baltic Fund EE EQ SWE 11/24 SEK 37.06 –49.7 –49.1 –25.7
Eastern European Fund EU EQ SWE 11/24 SEK 20.75 –62.1 –59.2 –28.2
Russian Fund EE EQ SWE 11/24 SEK 587.95 –66.3 –64.0 –31.9
Turkish Fund EE EQ SWE 11/24 SEK 4.30 –62.5 –58.0 –22.8

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 11/24 USD 222.68 –28.6 –27.3 –12.7

Sel Emerg Mkt Equity GL EQ GGY 11/21 USD 111.18 –58.9 –57.1 –24.5
Sel Euro Equity EUR US EQ GGY 11/21 EUR 68.60 –53.0 –51.0 –31.0
Sel European Equity EU EQ GGY 11/21 USD 113.78 –59.9 –58.8 –31.9
Sel Glob Equity GL EQ GGY 11/21 USD 122.34 –55.2 –53.7 –30.4
Sel Glob Fxd Inc GL BD GGY 11/24 USD 122.45 –16.5 –17.9 –7.1
Sel Pacific Equity AS EQ GGY 11/24 USD 77.51 –56.0 –54.2 –23.2
Sel US Equity US EQ GGY 11/21 USD 87.04 –49.0 –47.2 –26.7
Sel US Sm Cap Eq US EQ GGY 11/21 USD 105.02 –54.6 –53.2 –33.9

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/24 EUR 286.06 –20.7 –19.8 –10.7
DSF 50/50 EU BA LUX 11/24 EUR 212.21 –28.5 –27.1 –15.0
DSF 75/25 EU BA LUX 11/24 EUR 159.37 –36.5 –34.8 –20.2
KBC Eq (L) Europe EU EQ LUX 11/21 EUR 356.74 –53.1 –50.8 –31.5
KBC Eq (L) Japan JP EQ LUX 11/24 JPY 15711.00 –46.8 –45.7 –29.4
KBC Eq (L) NthAmer EUR US EQ LUX 11/24 EUR 430.71 –44.1 –42.6 –23.1
KBC Eq (L) NthAmer USD US EQ LUX 11/21 USD 586.31 –46.2 –43.7 –23.4
KBL Key America EUR US EQ LUX 11/20 EUR 267.73 –54.2 –52.7 –28.8
KBL Key America USD US EQ LUX 11/20 USD 278.76 –53.8 –52.1 –27.5
KBL Key East Europe EU EQ LUX 11/21 EUR 1086.06 –68.0 –66.2 –36.8
KBL Key Eur Sm Cie EU EQ LUX 11/21 EUR 611.26 –55.4 –53.4 –32.6
KBL Key Europe EU EQ LUX 11/21 EUR 486.27 –44.9 –42.7 –25.3
KBL Key Far East AS EQ LUX 11/21 USD 786.69 –58.8 –57.6 –24.7
KBL Key Major Em Mkts GL EQ LUX 11/21 USD 296.96 –68.0 –66.1 –27.9
KBL Key NaturalRes EUR OT EQ LUX 11/20 EUR 301.77 –51.5 –49.2 NS
KBL Key NaturalRes USD OT EQ LUX 11/20 USD 287.51 –58.4 –57.0 NS
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Charity donors scale back in U.S.
Billionaires, banks
wary of recession,
growing stock losses
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By Mike Spector

And Shelly Banjo

The pipeline from corporate
America to U.S. charities is starting
to dry up, as losses in the stock mar-
ket mount and the recession deep-
ens. With many large U.S. organiza-
tions depending on corporate lar-
gesse, their futures are suddenly un-
certain.

Billionaires and large banks are
pulling back on commit-
ments or scaling back
pledges.

Some generous givers,
such as Bear Stearns Cos.,
Lehman Brothers Holdings
Inc. and Merrill Lynch &
Co., have folded or been
bought. The pain is spread-
ing to other big institutional
donors and trickling down
to New York’s famously lav-
ish charity-gala scene,
which is suffering lower
turnouts and fund-raising hauls.

On Monday, the Bill & Melinda
Gates Foundation said it would slow
the pace of grants next year—a sign
that even the titans of philanthropy
are rattled by current economic con-
ditions.

Large donors signaling tighter
times include David Koch, an execu-
tive vice president of Koch Industries
Inc., an energy and manufacturing
company and the largest private cor-
poration in the U.S.; Sheldon Adel-
son, the Las Vegas casino mogul; and
Maurice “Hank” Greenberg, the
former chief executive of American
International Group Inc., the large in-
surer.

The chilled giving atmosphere ar-
rives just ahead of the holiday sea-
son, when charities tend to reap the
most donations.

Lower donation totals threaten a
range of organizations, from antipov-
erty groups to community-based
meal providers and major cultural in-
stitutions.

In the past, giving has tended to
withstand economic turmoil, usually
falling just 1%, adjusted for inflation,
during recessionary months, said
Patrick Rooney, interim director at
the Center on Philanthropy at Indi-
ana University. But this time, big mar-
ket drops are happening at the same
time that people typically start plan-
ning their end-of-year gifts, Mr.

Rooney said.
Mr. Koch just pledged $100 mil-

lion to renovate the New York State
Theater, which houses opera and bal-
let performances at Lincoln Center.

But Mr. Koch is turning away so-
licitations for new gifts. That’s be-
cause he expects earnings at his com-
pany to sink 50% this year amid fall-
ing oil prices. “I’m not making any
new commitments,” said Mr. Koch,
who uses dividends from company
stock to make donations.

Mr. Greenberg has watched as-
sets in his two foundations plunge in
recent months.

Anyone with a foundation whose
endowment is heavily invested in
AIG stock “is taking a bath,” said Mr.

Greenberg, adding that he
intends to fulfill current
commitments but that gifts
would inevitably be fewer
and smaller in the months
ahead.

“You can’t give what you
haven’t got,” he said.

According to Mr. Green-
berg’s associates, his family
foundation is nearly wiped
out, with assets declining to
roughly $4 million in Octo-
ber from $47.7 million in

February. His larger Starr Founda-
tion has suffered a 50% decline, fall-
ing to $1.5 billion from about $3 bil-
lion over the past two years.

Both foundations mainly focus
their efforts on education and medi-
cal research.

Among the beneficiaries feeling
the pinch are Harlem Children’s
Zone Inc., to which Mr. Greenberg re-
cently pledged $25 million.
“I’m spending a lot of time
now thinking about how we
could replace the kind of
support we’ve received
from Wall Street,” said Geof-
frey Canada, president of
the organization, which pro-
vides parenting classes and
charter schools for poor
families. Mr. Canada said
he is cutting 10% of his staff
of 1,400.

The Starr Foundation
will honor its final two $5 million
payments to the charity, said Flo-
rence Davis, the foundation’s presi-
dent. Still, the foundation is dipping
into its endowment’s principal to en-
sure it meets commitments, she said.

Most large foundations say they,
too, intend to fulfill pledges. But
some are cutting budgets by as much
as 20% or borrowing from banks and
other financial institutions to fulfill
multi-year commitments, said Steve
Gunderson, president and chief exec-

utive of the Council on Foundations,
a Washington group that lobbies on
behalf of foundations. Foundation en-
dowments have lost about 30% in
value, or $200 billion, since the stock
market’s peak in October 2007, he
said.

Other institutional donors, in-
cluding Wall Street banks, are pull-
ing back, which could affect a slew of
U.S. charities. Corporate donors
gave about $15.7 billion last year to
charity, and big banks trail only phar-
maceutical companies in total giv-
ing, according to the Confer-
ence Board.

At a nonprofit confer-
ence in New York last week,
charity leaders discussed
strategies for coping.
Among them: Share re-
sources such as back-office
space and computers.

But some of the U.S.’s
more than one million chari-
ties will inevitably fail amid
falling revenue, said Paul
Light, a professor at New
York University’s Wagner School of
Public Service. “I think we’re going
to see a substantial number go un-
der,” he said. “There’s nobody on Cap-
itol Hill who’s been talking about res-
cuing the nonprofit sector.”

Mr. Adelson, who supports an ar-
ray of medical-research and Jewish
initiatives, has lost roughly $30 bil-
lion in the past year amid a big stock-
price drop in his Las Vegas Sands
Corp. He recently announced signifi-
cantly scaled-back gifts to the Birth-
right Israel Foundation, a group that
pays for extended trips to Israel for

young Jews.
Over the past two years,

Mr. Adelson had given $67
million to Birthright. But his
family foundation said it
would only pledge $20 mil-
lion next year and $10 mil-
lion in 2010.

A September news re-
lease announcing the lower
pledge said the gift was
“structured to provide an op-
portunity and a challenge to
other philanthropists…to

play a more significant role in sup-
porting Birthright Israel.” Through a
spokesman, Mr. Adelson declined to
comment.

Birthright President Jay Golan
said Mr. Adelson never specifically
promised the charity he would do-
nate $30 million a year. “In our expe-
rience, the Adelsons make their com-
mitments one at a time,” Mr. Golan
said. “They’ve been absolutely faith-
ful to the terms and conditions of
each one.”

Not all giving has disappeared.
Some donors, despite taking big in-
vestment hits, remain wealthy.
Hedge-fund manager John Paulson,
whose firm made more than $15 bil-
lion in gains last year betting on the
housing market’s collapse, donated
$15 million to the Center for Respon-
sible Lending to fund legal assis-
tance for families facing foreclosure.

Many donations are withering or
going away entirely. Fannie Mae and
Freddie Mac gave $47 million to non-
profit organizations in 2007. But the

mortgage giants were
bailed out earlier this year
by the government and
charitable giving has been
delayed “until further no-
tice,” a spokeswoman said.
The spokeswoman later
said Fannie and Freddie
would continue to make
contributions but plans
would be reviewed by the
Federal Housing Finance
Agency.

Hits to investment port-
folios, balance sheets and hedge
funds are also damping another fund-
raising mainstay: the New York chari-
table gala. A Leg to Stand On, a New
York charity supported by big banks
and hedge funds that helps children
with missing limbs in developing
countries, took in only $170,000 at
its recent “Hedge Fund Rocktober-
fest,” compared with $320,000 a
year ago.

Project Sunshine, an interna-
tional nonprofit that provides ser-
vices for hospitalized children, can-
celed an annual fund-raising dinner
that usually attracts about 500
hedge-fund managers amid fears of
low turnout, said Joseph Weilgus, a
hedge-fund manager and the group’s
founder. Mr. Weilgus said his charity
planned to focus on events with less
fanfare. Despite a downturn in the
sector, he still expects donations
from his industry to remain steady.

Tomorrows Children’s Fund,
which relies heavily on Wall Street
donors to support children with can-
cer and serious blood disorders, can-
celed a November gala at New York’s
Plaza hotel for the first time in its
25-year history, said Lynn Hoffman,
the charity’s executive director.

The charity’s renowned invest-
ment-research conference often at-
tracts big investors like Carl Icahn
and William Ackman to share tips
and insights—along with donations.

Gifts are down nearly $1 million
from $1.8 million a year ago.

“It’s terrible,” she said. “I’ve
never seen donations down this
much before.”

By Robert A. Guth

The Bill & Melinda Gates Foun-
dation will spend less than it previ-
ously planned on grants next year,
a sign that even the biggest play-
ers in philanthropy aren’t immune
to the turmoil hitting financial
markets.

Officials at the Seattle-based
foundation said they will expand
the charity’s payout of grants in
2009 by 10%, which is less than
they originally planned. The offi-
cials didn’t provide the original
growth plan nor give a total
amount of grants the foundation
expects to make next year.

The Gates Foundation’s deci-
sion was described in a letter on
its Web site by Jeff Raikes, its
chief executive officer. “The finan-
cial crisis is affecting everyone,
from our foundation to our part-
ners,” he wrote.

The former Microsoft Corp. ex-
ecutive, who moved to the founda-
tion in September, wrote that he
has asked the foundation’s employ-
ees to reduce expenses. “We are
closely scrutinizing our budget,”
he wrote.

The payout refers to the money
that the foundation plans to actu-
ally spend next year, which in-
cludes grants and administrative
costs. It doesn’t include the value
of all grants the foundation will de-
cide to make next year, many of
which will be paid out over the
course of several years.

As of Oct. 1, the Gates Founda-
tion had a $35.1 billion endow-
ment. U.S. tax law requires a pri-
vate foundation each year to pay
out at least 5% of the average mar-
ket value of its total assets. The
Gates Foundation’s payout has al-
ways exceeded that minimum, and
recently has been around $3 bil-
lion a year.

In addition, the foundation
must distribute all of an annual
gift from billionaire Warren Buf-
fett, who gives the Gates Founda-
tion an installment each year from
10 million shares in Berkshire
Hathaway Inc. that he pledged to
the foundation in 2006. The foun-
dation received an installment of
$1.8 billion from that gift in July.

How the Gates Foundation re-
sponds to the economic crisis will
be closely watched because of the
large number of nonprofit organi-
zations it funds.

Bill Gates fund
plans to limit
grants in ’09
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Ryanair Holdings PLC

Ryanair Holdings PLC Tuesday
slammed the U.K. government’s deci-
sion to raise its air-passenger tax,

saying the move will devastate U.K.
tourism as analysts warned airline
profits will be hit. In an effort to
fight greenhouse-gas emissions, the
U.K. government Monday an-
nounced that the air-passenger duty
will be split into four bands, with
those traveling further paying pro-
portionally more tax. From Nov. 1,
2009, someone traveling no further
than 3,200 kilometers from the U.K.
will pay £11 ($17), rising to £12 a year
later. In the highest band, for those
traveling over 9,600 kilometers, the
tax will be £55, rising to £85. Busi-
ness and first-class passengers will
pay even more. Currently, short-haul
passengers pay about £10 and long-
haul travelers about £40. Ryanair
said that its average fare during the
winter at regional airports is just £10
and that the raise means it will no
longer be able to absorb taxes.

Philips Electronics NV

Philips Electronics NV said it
plans to cut 1,600 jobs at its health-
care division in response to a global
economic slowdown. The jobs repre-
sent 5% of the 32,000 employees at
Philips’ health-care division. A
spokesman said the cuts fall mostly
in the U.S., Germany and Nether-
lands, where its medical imaging op-
erations are largest. The company
will try to avoid forced layoffs but

some were likely anyway, the
spokesman added. Philips, an indus-
trial conglomerate, is one of the
world’s largest lighting manufactur-
ers and its health-care division is
one of the biggest, competing with
General Electric Co. of the U.S. and
Siemens AG of Germany.easyJet PLC

Morgan Stanley downgraded the
stock of easyJet PLC, citing the un-
certainty surrounding the company
amid a fight between the board and
the airline’s founder. Earlier this
month easyJet founder Stelios Haji-
Ioannou, who owns 27% of the com-
pany, started attacking the board
for its expansion plans. He is cur-
rently a nonexecutive board mem-
ber and wants the airline to start
paying out dividends instead of con-
tinuing with an expansion plan that
includes major plane purchases.
EasyJet shares began the year at
more than 600 pence ($9.09) but fell
steadily into the summer, in line
with spiking fuel prices. In Tuesday
trading, easyJet shares closed at
263.75 pence, down 2.25 pence. Mor-
gan Stanley lowered its price target
to 340 pence from 374 pence.

Roche Holding AG

Roche Holding AG plans to buy
Memory Pharmaceuticals Corp. for
around $50 million, in another sign
that big pharmaceutical companies
are taking advantage of market tur-
moil to snap up smaller firms at a
discount. Memory, based in
Montvale, N.J., focuses on develop-
ing drugs for the treatment of disor-
ders such as Alzheimer’s disease
and schizophrenia. Roche, of Basel,
Switzerland, said it will start a ten-
der offer to buy all shares outstand-
ing in Memory at $0.61 a share,
more than three times Wednesday’s
closing price. Shareholders, includ-
ing management and board mem-
bers, holding close to 30% of Memo-
ry’s shares have already agreed to
tender their holdings. Memory’s
shares hit a 52-week high of $0.89
on May 21.

—Compiled from staff
and wire service reports.

GLOBAL BUSINESS BRIEFS

Imperial Tobacco Group PLC

Fiscal-year net dropped 53%
on acquisition-related costs

Britain’s Imperial Tobacco
Group PLC, one of the world’s big-
gest tobacco companies, said its fis-
cal-year net profit fell 53% because
of costs related to its takeover of
Franco-Spanish rival Altadis SA.
The maker of Davidoff and Gau-
loises cigarettes said its overall per-
formance was good as revenue rose
66% on strong growth in developing
markets. Net profit for the 12
months ended Sept. 30 dropped to
£428 million ($648.3 million) from
£905 million a year earlier, after the
company had to pay higher interest
on the money it borrowed to fund its
Œ12.6 billion ($16.26 billion) pur-
chase of rival Altadis. Revenue rose
to £20.53 billion from £12.34 billion
on growing sales in Eastern Europe,
Africa and the Middle East.

Skanska AB

Swedish construction company
Skanska AB said Tuesday it will slash
3,400 jobs, or almost 6% of its work
force, amid a weakening in the con-
struction market. The company said it
will cut 2,000 jobs in Sweden, 800 in
Norway and 600 in Finland next year.
The savings package will cost around
600 million Swedish kronor ($75 mil-
lion) and will be charged to its fourth-
quarter earnings, Skanska said. The
company has 20,500 workers in the
Nordic region and 60,000 world-wide.
Skanska said it expects order book-
ings in the Nordics to drop 15% in
2009, mainly because of a sharp fall in
residential construction, and sees

other geographic areas declining as
well. The job cuts are needed “to
adapt our organization and our costs
to a lower business volume in the Nor-
dic construction markets,” Skanska
Chief Executive Johan Karlstrom said.

Rémy Cointreau SA

Wine and spirits company Rémy
Cointreau SA reported a 27% rise in
net profit for its fiscal first half, sup-
ported by strong growth in emerging
markets and price increases. In the
six months ended Sept. 30, net profit
climbed to Œ48.3 million ($62.3 mil-
lion) from Œ38.1 million a year ear-

lier. Operating profit, however, was
Œ62.5 million, down 4.7% from Œ65.6
million last year. Remy blamed the
decline in operating profit on cur-
rency fluctuations and costs associ-
ated with exiting its Maxxium distri-
bution partnership. While the
charges linked to ending the partner-
ship will be paid early next year, the
company has already begun invest-
ing in a new distribution network.
Last month, the company, which
sells Piper-Hiedsieck champagne
and Remy Martin cognac, reported a
2.5% drop in first half sales to Œ365.2
million, weighed down by lower con-
sumption in the U.S.

Special Advertising Feature

MAXAShowcases Singapore’s Innovative Advantages

Judges: From left to right
Dr. Yoshiyuki Kaneda, Professor Lord Bhattacharyya KB CBE, Mr. Tan Teik Seng

SINGAPORE___ Panasonic Factory Solutions Asia Pacific Pte Ltd
(PFSAP). designs and builds automated machinery for other
companies’ factories, including Chinese home appliance giant

Haier Corp. and Foxconn Electronics Inc., the largest electronics con-
tract manufacturer in the world; in the high-tech, high-speed world of
modern-day manufacturing, this company has to innovate so that its
clients can innovate, too.

So last year, PFSAP’s Singapore-based operations developed a
common platform for four different types of auto-insertion machines,
which are used to insert components, like resisters and transistors,
into printed circuit boards. Previously clients had to select one of four
different products, which took about 25 days to assemble. The new
platform, which was rolled out in April, contains 44% of the same parts
and processes; customers can decide late in the game which type
of machine they want, and the rest of it can be assembled in just 10
days. The new platform helps shave two weeks off Panasonic Factory
Solutions delivery time – a crucial time-savings in the fast-paced
electronics manufacturing business.

“Normally customers will decide on what their specifications
are in the later stage of the buying process – and this gives our
customers leverage to do just that,” says Ricky Chng, general manager
of manufacturing at Panasonic Factory Solutions.

This is one of several initiatives that landed Panasonic Factory
Solutions in the top spot in the innovation category in Singapore’s
annual manufacturing excellence awards, MAXA, which is organized
by the Singapore Economic Development Board, McKinsey & Company
and the Singapore-MIT Alliance. MAXA was put together three years
ago to spotlight the high standards in manufacturing innovation and
excellence set by companies in Singapore. This year’s overall MAXA
winner was Keppel Fels Ltd., the world leader in designing and building
jack-up and submersible oil rigs.

The range of this year’s winners, which span sectors from
high-tech chip manufacturing to oil-rig construction to
pharmaceutical manufacturing, highlights the innovation that’s
taken place within Singapore’s manufacturing sector itself. The
Southeast Asian city-state’s economy was founded on the back
of the electronics manufacturing sector in the 70s and 80s, but
low-end production gradually moved to cheaper locations.
Singapore realized it couldn’t compete with its lower-cost Asian
neighbors; instead, the city-state responded by investing heavily in
its universities and polytechnics, building new research institutes,
beefing up pro-business policies and strengthening intellectual

property laws to make the city-state attractive to companies seeking a
place for high-tech, high-value added activities.

Singapore has succeeded in diversifying its manufacturing sector
and moving it sharply up the value chain. Today, Singapore is home to
aerospace manufacturers, a fast-growing biomedical sciences sector
that’s attracted both drug manufacturers and research facilities, and
Asia’s largest oil-refining and oil rig-building industry, amongst others.
Singapore’s electronics manufacturing sector, meanwhile, remains
robust: there are 14 wafer fabrication plants here, an impressive
number given the city-state’s size. Siltronic Samsung Wafer Pte.
Ltd., a joint venture of Samsung Electronics Co. Ltd. and Siltronic AG,
announced in June it would invest US$1 billion in a second wafer
fabrication plant in Singapore. The city-state is also a hub for
the world’s biggest hard-disk manufacturers. In 2007 Singapore
plants produced 40% global hard disk media shipments. Seagate
Technology Inc., the winner of the inaugural MAXA in 2006, already
has two hard disk plants here, and is building a third plant that will
boost the company’s Singapore production capacity by more than
50%; the three plants together will account for 80% of Seagate’s total
product, making Seagate Singapore the world’s single largest pro-
ducer of recording media.

Manufacturing accounts for about one-quarter of
Singapore’s gross domestic product; and the government is committed
to maintaining that contribution. “Singapore has succeeded in finding
ways to be competitive in focus areas, which tend to be high end and
highly skilled,” says Tan Choon Shian, Assistant Managing Director at
Singapore’s Economic Development Board (EDB).

Singapore has carefully built infrastructure to attract
activities across the entire value-chain, from research right through to
manufacturing. To boost its biomedical sciences sector, for example,
Singapore spent US$331 million to build Biopolis, a high-tech research
park that now houses nearly 2,000 scientists from private biomedical
companies from all over the world, as well as five national research
institutes. The city-state also set up a range of investment funds to
back research. Life sciences companies can tap a fast-growing
microcosm of related businesses and institutes to source everything
from stem cells to specialist staff.

The same holds true across all manufacturing sectors.
Panasonic Factory Solutions, for example, has leveraged
Singapore’s infrastructure to grab a 63% share of the global market for
auto-insertion machines.

“The main reason we have been successful is our engineers, and
Singapore is known to have excellent engineers,” says Mr. Chng, at
PFSAP. “The support we get from the EDB has also been instrumental;
they have channeled us toward the correct institute for collaboration
in developing a certain portion of our machines,” he said. The EDB,
for example, helped pair PFSAP up with researchers at the National
University of Singapore and with A*STAR, the government’s science
and technology research agency, to work together on new designs and
new materials for state of the art tooling machines. “The support here
is excellent,” says Mr. Chng.

That’s exactly why Singapore had remained a manufacturing hub,
despite competition from countries like China, which has lower costs
and a large domestic market, says Mr. Tan, at the EDB. “We have a
highly-skilled, highly-educated workforce, a very low tax environment,
a strong legal system and very good protection of IP.”

Consider the evolution of Seagate’s presence in Singapore: the
company set up its first hard disk factory in 1982, later opened a
research and design centre here -- the only one located outside the
U.S. The research done in that facility, in turn, has helped produce a

stream of next-generation products at Seagate’s steadily-expanding
factory footprint in Singapore. The company won the top MAXA award
in 2006.

PFSAP has also evolved its Singapore-based business model.
The factory was set up 30 years ago to manufacture designs
provided by other companies: now PFSAP provides complete
solutions, including software and machinery, and uses its own
market research to anticipate what its customers will need and
develop new innovations in factory automation. Earlier this year, the
company merged two different manufacturing and sales units to
complete its transformation into a total solutions provider.

Singaporean company Keppel FELS, one of the leading
designers and builders of sophisticated mobile offshore drilling rigs,
was awarded the top MAXA award this year. Established in 1967,
Keppel FELS has built over 50% of the world’s fleet of jack-up
rigs in the last five years. The company’s innovations, including a
self-positioning fixation system in jack up rigs and the development
of deep-draft submersible rigs, won points with the judges. So did the
company’s operating system: ship and oil rig builders usually operate
on a per-project basis, much like the construction industry; Keppel
FELS runs its oil-rig building operations more like a manufacturing
plant.

“What Keppel FELS has achieved is impressive across several
dimensions. They have taken a manufacturing shop-floor mindset to
a project-based industry, for products that are very significant both
in size and complexity,” says Chinta Baghat, Managing Partner of
McKinsey & Co’s Singapore office.

The crisis now wracking the global financial sector illustrates
how important it is to diversify the economy, says MAXA’s chief
judge Lord Kumar Bhattacharyya, professor of manufacturing and
director of Warwick Manufacturing Group at Warwick University. It also
illustrates how important it is to diversify the manufacturing sector itself.
“This year I’m very pleased with the MAXA, because of the
variety of companies, from pharmaceuticals to oil rig manufacturing.
Singapore is not just reliant on banking, or technology – or one type of
manufacturing,” Lord Bhattacharyya said. “You should never put all
your eggs into one basket.”

From left to right
Mr. Anthony Yung - Applied Biosystems B.V., Mr. Kiyoshi Imai - Panasonic Factory
Solutions Asia Pacific Pte Ltd, Mr. Tong Chong Heong - Keppel FELS, Professor
S. Jayakumar - Deputy Prime Minister and Coordinating Minister for National Se-
curity, Mr. Michael Hsu - United Microelectronics Corporation, Mr. Chris Dobson
- GlaxoSmithKline, Ms. Valerie Lee - STATS ChipPAC
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 11/24 USD 7.68 –46.9 –45.6 –25.5
Am Blend Portfolio I US EQ LUX 11/24 USD 8.97 –46.5 –45.2 –24.9
Am Growth A US EQ LUX 11/24 USD 20.19 –43.4 –41.7 –20.3
Am Growth B US EQ LUX 11/24 USD 17.16 –44.0 –42.3 –21.1
Am Growth I US EQ LUX 11/24 USD 22.18 –43.0 –41.2 –19.7
Am Income A US BD LUX 11/24 USD 6.65 –18.8 –17.8 –7.3
Am Income A2 US BD LUX 11/24 USD 14.01 –18.4 –17.7 –7.3
Am Income B US BD LUX 11/24 USD 6.65 –19.3 –18.4 –7.9
Am Income B2 US BD LUX 11/24 USD 12.17 –18.9 –18.3 –7.9

Am Income I US BD LUX 11/24 USD 6.65 –18.4 –17.3 –6.7
Am Value A US EQ LUX 11/24 USD 6.26 –46.2 –44.7 –25.3
Am Value B US EQ LUX 11/24 USD 5.82 –46.7 –45.4 –26.1
Am Value I US EQ LUX 11/24 USD 6.67 –45.9 –44.4 –24.8
Asian Technology A OT EQ LUX 11/24 USD 7.82 –51.3 –51.7 –29.6
Asian Technology B OT EQ LUX 11/24 USD 6.92 –51.7 –52.2 –30.3
Asian Technology I OT EQ LUX 11/24 USD 8.64 –51.0 –51.4 –29.0
Emg Mkts Debt A GL BD LUX 11/24 USD 10.48 –28.9 –27.3 –11.7
Emg Mkts Debt A2 GL BD LUX 11/24 USD 12.41 –28.4 –27.1 –11.6
Emg Mkts Debt B GL BD LUX 11/24 USD 10.48 –29.5 –28.0 –12.6
Emg Mkts Debt B2 GL BD LUX 11/24 USD 12.08 –29.1 –27.9 –12.5
Emg Mkts Debt I GL BD LUX 11/24 USD 10.48 –28.5 –26.8 –11.2
Emg Mkts Growth A GL EQ LUX 11/24 USD 18.40 –60.2 –58.9 –25.2
Emg Mkts Growth B GL EQ LUX 11/24 USD 15.77 –60.6 –59.3 –25.9
Emg Mkts Growth I GL EQ LUX 11/24 USD 20.22 –59.9 –58.6 –24.6
Eur Blend A EU EQ LUX 11/24 EUR 9.08 –48.4 –47.3 –27.7
Eur Blend I EU EQ LUX 11/24 EUR 9.26 –48.1 –46.9 –27.1
Eur Growth A EU EQ LUX 11/24 EUR 5.57 –46.5 –45.6 –24.8
Eur Growth B EU EQ LUX 11/24 EUR 5.06 –47.0 –46.2 –25.6
Eur Growth I EU EQ LUX 11/24 EUR 6.02 –46.1 –45.2 –24.2
Eur Income A EU BD LUX 11/24 EUR 5.28 –20.6 –20.4 –11.9
Eur Income A2 EU BD LUX 11/24 EUR 9.51 –20.4 –20.4 –11.8
Eur Income B EU BD LUX 11/24 EUR 5.28 –21.1 –21.0 –12.5
Eur Income B2 EU BD LUX 11/24 EUR 8.91 –20.9 –20.9 –12.5
Eur Income I EU BD LUX 11/24 EUR 5.28 –20.2 –20.0 –11.4
Eur Strat Value A EU EQ LUX 11/24 EUR 6.89 –50.7 –49.4 NS
Eur Strat Value I EU EQ LUX 11/24 EUR 6.99 –50.2 –48.9 NS
Eur Value A EU EQ LUX 11/24 EUR 7.15 –48.6 –47.6 –28.2
Eur Value B EU EQ LUX 11/24 EUR 6.65 –49.0 –48.1 –28.9

Eur Value I EU EQ LUX 11/24 EUR 8.18 –48.2 –47.2 –27.7
Gl Balanced (Euro) A EU BA LUX 11/24 USD 11.79 –44.6 –44.5 NS
Gl Balanced (Euro) B EU BA LUX 11/24 USD 11.61 –45.1 –45.1 NS
Gl Balanced (Euro) C EU BA LUX 11/24 USD 11.74 –44.7 –44.7 NS
Gl Balanced (Euro) I EU BA LUX 11/24 USD 11.92 –44.2 –44.1 NS
Gl Balanced A US BA LUX 11/24 USD 12.47 –39.8 –39.1 –19.5
Gl Balanced B US BA LUX 11/24 USD 11.98 –40.4 –39.8 –20.3
Gl Balanced I US BA LUX 11/24 USD 12.83 –39.4 –38.7 –18.9
Gl Bond A US BD LUX 11/24 USD 8.20 –8.0 –7.7 –1.5
Gl Bond A2 US BD LUX 11/24 USD 13.57 –7.7 –7.7 –1.4
Gl Bond B US BD LUX 11/24 USD 8.20 –8.8 –8.7 –2.5
Gl Bond B2 US BD LUX 11/24 USD 12.01 –8.5 –8.7 –2.4
Gl Bond I US BD LUX 11/24 USD 8.20 –7.5 –7.2 –0.9
Gl Conservative A US BA LUX 11/24 USD 12.67 –24.4 –24.0 –10.5
Gl Conservative A2 US BA LUX 11/24 USD 13.93 –24.4 –23.9 –10.5
Gl Conservative B US BA LUX 11/24 USD 12.64 –25.1 –24.7 –11.4
Gl Conservative B2 US BA LUX 11/24 USD 13.38 –25.1 –24.7 –11.4
Gl Conservative I US BA LUX 11/24 USD 12.70 –23.9 –23.4 –10.0
Gl Eq Blend A GL EQ LUX 11/24 USD 8.28 –55.9 –55.1 –30.5
Gl Eq Blend B GL EQ LUX 11/24 USD 7.85 –56.3 –55.6 –31.2
Gl Eq Blend I GL EQ LUX 11/24 USD 8.65 –55.6 –54.8 –30.0
Gl Growth A GL EQ LUX 11/24 USD 30.29 –56.2 –55.0 –29.2
Gl Growth B GL EQ LUX 11/24 USD 25.56 –56.6 –55.5 –29.9
Gl Growth I GL EQ LUX 11/24 USD 33.33 –55.9 –54.6 –28.6
Gl High Yield A US BD LUX 11/24 USD 2.82 –37.0 –35.8 –17.2
Gl High Yield A2 US BD LUX 11/24 USD 5.40 –36.6 –35.8 –17.2
Gl High Yield B US BD LUX 11/24 USD 2.82 –37.5 –36.5 –18.0
Gl High Yield B2 US BD LUX 11/24 USD 8.78 –37.2 –36.4 –18.0
Gl High Yield I US BD LUX 11/24 USD 2.82 –36.7 –35.4 –16.7

Gl Value A GL EQ LUX 11/24 USD 7.75 –55.8 –55.3 –31.9
Gl Value B GL EQ LUX 11/24 USD 7.20 –56.2 –55.8 –32.6
Gl Value I GL EQ LUX 11/24 USD 8.18 –55.4 –54.9 –31.4
India Growth A EA EQ LUX 11/21 USD 52.48 –62.0 –60.9 –17.5
India Growth B EA EQ LUX 11/21 USD 45.35 –62.3 –61.3 –18.3
India Growth I EA EQ LUX 11/21 USD 54.14 –61.9 –60.8 –17.3
Int'l Health Care A OT EQ LUX 11/24 USD 108.17 –34.1 –34.0 –15.3
Int'l Health Care B OT EQ LUX 11/24 USD 92.25 –34.7 –34.7 –16.2
Int'l Health Care I OT EQ LUX 11/24 USD 117.15 –33.6 –33.5 –14.7
Int'l Technology A OT EQ LUX 11/24 USD 69.06 –51.3 –49.8 –24.2
Int'l Technology B OT EQ LUX 11/24 USD 60.50 –51.7 –50.3 –24.9
Int'l Technology I OT EQ LUX 11/24 USD 76.76 –51.0 –49.4 –23.6
Japan Blend A JP EQ LUX 11/24 JPY 5141.00 –48.5 –48.1 –29.2
Japan Blend I JP EQ LUX 11/24 JPY 5243.00 –48.1 –47.7 –28.7
Japan Growth A JP EQ LUX 11/24 JPY 5390.00 –45.5 –45.4 –27.3
Japan Growth I JP EQ LUX 11/24 JPY 5497.00 –45.1 –44.9 –26.7
Japan Strat Value A JP EQ LUX 11/24 JPY 4895.00 –51.6 –51.0 –30.2
Japan Strat Value I JP EQ LUX 11/24 JPY 4980.00 –51.2 –50.6 –29.6
Real Estate Sec. A OT EQ LUX 11/24 USD 9.02 –54.8 –56.0 –38.5
Real Estate Sec. B OT EQ LUX 11/24 USD 8.33 –55.3 –56.5 –39.1
Real Estate Sec. I OT EQ LUX 11/24 USD 9.61 –54.5 –55.6 –38.0
Short Mat Dollar A US BD LUX 11/24 USD 6.77 –21.2 –21.6 –10.7
Short Mat Dollar A2 US BD LUX 11/24 USD 8.73 –21.1 –21.8 –10.8
Short Mat Dollar B US BD LUX 11/24 USD 6.77 –21.5 –22.0 –11.1
Short Mat Dollar B2 US BD LUX 11/24 USD 8.73 –21.4 –22.1 –11.2
Short Mat Dollar I US BD LUX 11/24 USD 6.77 –20.8 –21.2 –10.2
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Bank of Japan downgrades
economic outlook amid crisis

Greater China Equity
Funds that invest in companies from the mainland of China, Hong Kong and Taiwan. At least
50% is invested in China, and 75% of assets are invested in equities. Ranked on % total re-
turn (dividends reinvested) in U.S. dollars for one year ending November 25, 2008

Leading 12 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

4 IBT China IBT Asset TWDiTaiwan –24.07 –18.78 –1.59 2.39
Equity Fund management Co., Ltd

NS Hwang DBS Hwang-DBS Unit MYRiMalaysia –20.86 –20.68 1.75 NS
Greater China Structured Trust Berhad

NS HS CHN/HK Hang Seng HKDiHong Kong –27.11 –26.84 NS NS
Gem Stone Fd - MAR S Investment Management Ltd

NS UPAMC GREAT Uni-President TWDiTaiwan –45.89 –43.92 NS NS
CHINA Fund Asset Management Co., Ltd

2 WEF I Standard Chartered USDiLuxembrg –49.65 –46.00–19.10 –2.59
Greater China Equities AU USD Acc Investment (LUX) S.A.

1 UNION China Union Securities TWDiTaiwan –46.98 –47.09–24.56 –5.78
Invest Trust Co., Ltd

3 Skandia Skandia Fund USDiIreland –51.85 –47.57–11.83 –1.37
Greater China Equity Fund A1 Acc Management (Ireland) Ltd

3 FF - Greater Fidelity (FIL USDiLuxembrg –49.96 –47.74–13.25 5.18
China A USD (Luxembourg) S.A.)

5 First State First State GBPiUnited Kingdom –51.71 –47.98–11.67 NS
Greater China Growth A Acc Investments (UK) Ltd

4 Willerequity Willerfunds USDiLuxembrg –50.58 –48.62–16.38 2.14
Greater China Acc Management Company

5 First State First State USDiIreland –53.54 –49.69–12.87 10.47
Greater China Growth I Acc Investments (Hong Kong) Ltd

5 First State First State SGDiSingapore –53.74 –50.05–12.52 10.19
Regional China SGD Investments (Singapore)
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Tokyo shares jump on Citi rescue

Goldman bond sale goes well
U.S.-backed debt
works like Treasurys;
other firms to follow

FUND SCORECARD

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

Fresh optimism from the U.S.
spilled over into Asian markets
Tuesday, sending Tokyo’s bench-
mark stock index up 5.2% and most
regional markets higher.

But a rise in the value of the yen,
driven by safe-haven buying, re-

flected continuing
pessimism in the
face of a slowing
global economy.

Australia’s
main index jumped 5.8% after Mon-
day’s overnight 4.9% rally in U.S.
stocks, which was sparked by U.S.
government help for financial-ser-
vices giant Citigroup. Hong Kong
gained 3.4%, while South Korea rose
1.4% and Singapore climbed 2%. But
many of the markets ended below
their highs.

“It’s a bit like a sugar boost. It’s
very pleasant when you get it, but it
just doesn’t seem to last,” said West-
pac currency strategist Robert Ren-
nie.

Defying the trend were Shang-
hai, which eased 0.4% lower, and

Mumbai, which was down 2.3%.
In Tokyo, the Nikkei Stock Aver-

age of 225 companies gained 413.14
points to 8323.93. Real-estate
stocks jumped on short-covering af-
ter the issues had plunged in recent
sessions. Mitsui Fudosan gained
11% and Mitsubishi Estate rose
8.9%. Some financial stocks also
posted big gains after their U.S. coun-
terparts soared. Mizuho Financial
Group jumped 9.2% and Sumitomo
Mitsui Financial Group surged 11%.

The Korea Composite Stock
Price Index, or Kospi, gained 13.18
points to 983.32. Recently beaten-
down technology stocks, steelmak-
ers and shipbuilders recovered.
Samsung Electronics rose 2.6%,
Posco gained 6.9% and Hyundai
Heavy Industries climbed 3.6%.

But shares of car makers and auto-
parts makers tumbled on worries
about demand. Hyundai Motor fell
7.3%. Kia Motors, a Hyundai Motor
affiliate, tumbled 13% on news that it
would pay off Œ300 million ($387 mil-
lion) of debt in cash because it had

difficulty refinancing the debt by is-
suing bonds, analysts said.

In Sydney, the S&P/ASX 200 in-
dex rose 198.30 points to 3623.4,
though it closed before news that lo-
cal heavyweight BHP Billiton had
withdrawn its offer for rival miner
Rio Tinto. Banks jumped, with Aus-
tralia & New Zealand Banking
Group and Commonwealth Bank of
Australia surging 13% each.

Materials and energy were the
other major drivers of strength,
with BHP Billiton up 12% and Wood-
side Petroleum up 11%.

In Hong Kong, the Hang Seng In-
dex gained 420.66 points to
12878.60. HSBC Holdings rose 2.3%,
while Hang Seng Bank, a Hong Kong-
listed arm of HSBC, jumped 8%.

The Shanghai Composite Index
slipped 8.35 points to 1888.72.
Health-care companies and retailers
led the fall on concerns over weaken-
ing private consumption as China’s
economy slows. Shinva Medical In-
strument fell 6.9%, while S&P Phar-
maceutical slid 7.7%.

By Tomoyuki Tachikawa

TOKYO—The Bank of Japan ex-
pressed concern about the environ-
ment for corporate financing, say-
ing financial conditions at home
have become less accommodative.

But the central bank in its
monthly economic report for No-
vember also said Japan’s policy in-
terest rate of 0.30% is already quite
low, given recent economic activity
and price trends.

The bank took a dim view of Ja-
pan’s economic outlook and down-
graded its assessment of two key
indicators—exports and industrial
output.

“Exports are expected to con-
tinue decreasing due to the slow-
down in overseas economies and
the appreciation of the yen,” the
BOJ said.

Industrial production is ex-

pected “to continue decreasing, and
the pace of decrease will be faster in
the immediate future,” it said.

The downgrades came after
third-quarter gross domestic prod-
uct data, released last week, showed
that Japan had entered a recession,
with the economy contracting for
two consecutive quarters.

The BOJ is growing more con-
cerned about the health of the do-
mestic banking and corporate sec-
tors, and the report hinted that it
may take whatever steps are neces-
sary to supply ample liquidity to fi-
nancial markets.

However, the central bank ap-
pears unlikely to cut its policy rate
further in the near term. The
monthly report said that the over-
night call rate “has been at a low
level relative to the state of eco-
nomic activity and price develop-
ments.”

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

ASIAN-PACIFIC
MARKETS

By Liz Rappaport

And Kellie Geressy

Banks, brokers and other finan-
cial firms are poised to issue tens
and possibly hundreds of billions of
dollars in debt backed by the U.S.
government, following the lead of
Goldman Sachs Group Inc., which
received strong interest from inves-
tors for bonds it issued Tuesday un-
der a government program.

The Goldman bond offering is the
first major sale in the plan, which
was designed to bolster financial
firms by letting them borrow easily
and cheaply by giving their debt a
U.S. guarantee. Morgan Stanley and
J.P. Morgan Chase & Co. announced
plans to sell similar bonds Tuesday.

Citigroup Inc., General Electric
Co. and other companies also have
signed up to sell bonds under the
plan, which could help them resume
lending to consumers and businesses
and allow them to rebuild capital.

For investors, the bonds offer a
free lunch—they are backed by the
government, just like Treasurys,
but pay higher interest rates. The

Goldman bonds, which mature in
3µ years, yield two percentage
points more than three-year Trea-
sury bonds, or around 3.37%. Gold-
man’s outstanding debt trades at
yields of 7% or higher.

Investors responded enthusiasti-
cally; the issue size was increased to
$5 billion Tuesday, from the $2 bil-
lion to $3 billion planned on Mon-
day. The premium over Treasurys
also shrank.

“In effect Goldman is issuing syn-
thetic Treasury bonds, at a much
higher yield than straight Treasury
bonds” says Tad Rivelle, chief in-
vestment officer at Metropolitan
West Asset Management, which
manages $26 billion in fixed-in-
come assets. The firm is interested
in buying the bonds, which credit-
ratings firms have blessed with tri-
ple-A ratings.

The bonds are being offered via
the Temporary Liquidity Guarantee
program, created Oct. 14 as one of the
government’s efforts to bolster the fi-
nancial system. The plan allows
many types of financial institutions
to issue debt over the next six months
that matures by June 30, 2012.

The bonds will be backed by the
Federal Deposit Insurance Corp.
This effort is separate from the plan
in which the government injected
capital into banks and from Sun-
day’s bailout of Citigroup.

Details of the program, which is
one of numerous steps taken by the
government in the past two months
to shore up the credit markets and
stimulate lending, were finalized
late last week. Responding to banks’
urging, the Treasury department
agreed to guarantee the bonds, back-
ing them with the “full faith and
credit” of the U.S. government.

Barclays Capital fixed-income an-
alyst Rajiv Setia estimates financial
institutions may use the program to
issue $250 billion to $350 billion of
debt. That could help financial insti-
tutions make a dent in the $233 bil-
lion of debt they have to repay or refi-
nance over the next five quarters, ac-
cording to Standard & Poor’s. Gold-
man Sachs alone has $13 billion of
debt due by the end of 2009.

A big part of financial firms’ prof-
its are driven by the difference be-
tween what they pay to borrow and
how much they can charge to lend.
Allowing them to borrow at low
rates will boost profitability, allow-
ing financial firms to rebuild
strength in the next several years.

The expected wave of FDIC-in-
sured bank-debt issuance could
pressure the market for so-called
agency debt, issued by government-
sponsored entities Fannie Mae and
Freddie Mac. This debt has more
ambiguous guarantees of repay-
ment by the government.
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U.S. construction industry
is positioned for a rebound

Slowdown at U.S. ports hits Charleston
Sharp declines in freight volume affect points of entry nationwide; feeling the ripple effects in South Carolina

Americans’ gloom reverberates

Source: U.S. Department of Transportation

Contained growth 
U.S. container import traffic has slowed overall,
but some ports have seen growth

Total annual U.S.
container imports, 
in metric tons

Change since 1997
in container imports
for selected ports
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By Kelly Evans

And Jeff Bater

WASHINGTON—The U.S. econ-
omy contracted more than initially ex-
pected in the third quarter, as consum-
ers and businesses braced for a pro-
tracted, severe downturn. Consum-
ers’ gloom and thrift reverberated
through the housing market, where
home prices posted double-digit de-
clines during the third quarter.

Gross domestic product, which
measures the nation’s output, de-
clined at a 0.5% annual rate in the
July-September period, the Com-
merce Department said Tuesday.

“The U.S. recession is set to get
worse—a lot worse—in the next cou-
ple of quarters,” IHS Global Insight
chief economist Nariman Behravesh
wrote in a note to clients. “Bottom
line: We are in the early stages of
one of the worst recessions in the
post-war period, even factoring in a
massive stimulus program.”

The Commerce Department ini-
tially estimated third-quarter GDP
contracted at a 0.3% annual rate. Tues-

day’s revisions reflect larger declines
in consumer and business spending.
Consumer spending accounts for
about 70% of economic activity.

The drop in GDP is the second in
the current downturn; in the final
three months of 2007, the U.S. econ-
omy contracted at a 0.2% annual
rate, then posted gains during the
first half of this year.

The revised data show third-
quarter spending by consumers fell
3.7%. That was down from the previ-
ously reported 3.1% decrease. Con-
sumer spending rose 1.2% in the sec-
ond quarter. Trade gave less to the
economy than first estimated, with
imports dropping 3.2% instead of
the originally reported 1.9%. Ex-
ports were revised down, rising
3.4% instead of rising 5.9%.

Consumers’ thrift reflects deep
worries about the economy. The Con-
ference Board, a private research
group, Tuesday said its index of con-
sumer confidence for November
came in at a subdued 44.9—up from a
low of 38.8 in October.

Home prices continued to fall as
the economic downturn deepened
in September, according to the
S&P/Case-Shiller home-price in-
dexes. For the third quarter, the in-
dex posted a 16.6% decline in home
prices from a year earlier, worse
than the 15.1% drop in the second
quarter.
 —Kerry E. Grace

contributed to this article.
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*Quarters seasonally adjusted at annual rates

Source: U.S. Commerce Department
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By Jonathan Karp

And Alex Frangos

The U.S. construction industry, be-
set by one of the biggest drops in em-
ployment in the current economic
downturn, could be poised for a re-
bound under President-elect Barack
Obama’s expected stimulus package.

Mr. Obama hasn’t offered de-
tails, but anticipating a surge in pub-
lic-works spending, investors have
bid up construction and engineer-
ing stocks. Monday, URS Corp., a
San Francisco engineering and con-
struction company, rose 34%; it was
down 3% to $33.37 Tuesday after-
noon. Fluor Corp. rose nearly 17%
Monday and was up 5.3% to $39.16
Tuesday, while Granite Construc-
tion Inc., a U.S. engineering com-
pany, rose 22% Monday and gained
4.3% to $38.03 Tuesday afternoon.

Steven Fisher, an equity analyst
for UBS in New York, said that 11 en-
gineering firms he tracks had lost,

on average, two-thirds of their
market value this year through Fri-
day as big construction projects
were delayed due to state and local
budget concerns.

Stephen Sandherr, chief execu-
tive of the Associated General Con-
tractors of America, a lobby for
largely nonresidential builders, said
a stimulus plan could “absolutely
change the scenario for companies
that have been talking about laying
people off.” His group’s chief econo-
mist, Kenneth Simonson, noted that
some 62,000 jobs in the heavy and
civil engineering sector—primarily
highway projects—have been lost in
the past 16 months. Overall, con-
struction had the highest unemploy-
ment rate, 10.8%, in October, he said.

From highways to schools, state
and local governments have been
postponing approved construction
projects in recent months. Assured
funding would jump-start these
projects.

By Alex Roth

CHARLESTON, S.C.—For years
the Port of Charleston was one of
the busiest points of entry for ships
and goods coming into the U.S., but
a global shipping slowdown and
competition from rival cities are
threatening one of the oldest port
economies in the country.

On both coasts of the U.S., ports
that not long ago were anticipating
virtually limitless growth in ships
arriving packed with mostly Asian
imports are struggling as freight
traffic declines sharply. For the first
nine months of this year, container
import tonnage was down 5.5% na-
tionwide, according to Andrei Rou-
doi of HIS Global Insight Inc., which
analyzes port data. Exports, which
had been booming with the weak
dollar, have been slowing too.

Many of the nation’s leading
ports have seen a noticeable drop in
volumes, particularly in imports,
since 2006, after a decade of growth
interrupted briefly by a post-
Sept. 11, 2001, downturn. The na-
tion’s two largest ports for con-
tainer traffic—Los Angeles and
Long Beach, Calif.—saw drops of
nearly 2% in container tonnage im-
ports in 2007. Long Beach’s imports
have dropped 13% this year, an
amount a spokesman called “unprec-
edented.” Other large ports, such as
Houston and Norfolk, Va., also are
experiencing drops. The declines
mirror a trend across the transporta-
tion sector, where freight volumes
are slipping at a time when they nor-
mally spike for the holiday season.

“It’s forcing us to rethink almost
every aspect of business,” said Joe
Harris, spokesman for the Virginia
Port Authority, which reported a
$3.7 million operating loss for the
quarter ended Sept. 30. Mr. Harris
said the port is delaying a massive
expansion project and considering
other cost-saving measures, includ-
ing postponing building a terminal
warehouse.

The impact in Charleston, which
has been a major U.S. port since the

city’s founding in the late 17th cen-
tury, has been greater than almost
anywhere else. As recently as 2005,
Charleston handled 1.5 million ship-
ping containers, more than any
other city except New York and the
combined ports of Los Angeles and
Long Beach. With its relatively deep
water and central location in the
Southeast, one of the fastest-grow-
ing regions of the country, Charles-
ton’s port was a key gateway for
goods including lumber, electronics
and pharmaceutical products.

In recent years, Charleston has
been losing market share to more in-
novative and aggressive East Coast
ports, particularly Savannah, Ga., 170
kilometers to the south. From 2005
to 2006, as large retailers such as Tar-
get Corp. and Ikea began building
massive distribution centers near Sa-
vannah, Charleston’s container traf-
fic dropped 9%, followed by a 7% drop
in 2007, according to U.S. Depart-
ment of Transportation statistics.

That has been devastating for lo-
cal businesses that depend on port
traffic, including trucking compa-
nies that ship freight to and from
the docks, tugboat operators that
guide the vessels to and from the

harbor, and warehouse operators
that temporarily store the freight.
As of this year, the port has slipped
to eighth place in container ton-
nage, falling behind Savannah and
Norfolk, according to the U.S. De-
partment of Transportation. In
2005 it was in fourth place. Savan-
nah’s imports, which have grown by
double-digit percentages since
2003, are up by 3.2% this year, ac-
cording to Mr. Roudoi.

Darryl R. Griffin is the Charleston-
based general manager of Neal Broth-
ers, an export-packing company that
also stores ocean freight such as lum-
ber and motorcycles. Three years
ago, his warehouse often handled
12,000 tons of lumber imports per
month. Now the number is down to
2,000 tons a month or less.

To compensate for a 15% drop in
profits in the past two years, Mr. Grif-
fin told employees to stuff trash bins
more tightly to reduce trash bills. He
has even started using a cheaper
grade of toilet paper in his bath-
rooms. “We’ve cut costs everywhere,”
he said. “It’s been very tough.”

Making matters worse, the local
dockworkers union is in a dispute
with port executives and the interna-

tional ocean carrier A.P. Moller-
Maersk AS, which accounts for
nearly a quarter of the port’s con-
tainer business—or about 350,000
containers a year.

Earlier this month Copenhagen-
based Maersk, the world’s largest
ocean carrier, with $47.18 billion in
revenue for the first nine months of
this year, reported a 3% drop in inter-
national volumes in the third quar-
ter. To reduce costs in Charleston,
the company wants to route cargo
through gates that are staffed by
port employees rather than mem-
bers of the International Longshore-
men’s Association. The union is re-
sisting, saying such a move would vi-
olate a union contract. Maersk says
that if costs aren’t cut, it will stop us-
ing the Charleston port when the
company’s contract with the port ex-
pires at the end of 2010.

That would be cataclysmic for
Charleston, say local business lead-
ers. “We were very proud of our sta-
tus as a significant port,” said Rob-
ert New, president and chief execu-
tive of Charleston Port Services,
which ties and unties vessels at the
docks. “Now we’re just worried
about our survival.”

Mr. New, whose company ser-
vices roughly 1,800 ships a year,
said he has reduced some of his em-
ployees’ health-care benefits to com-
pensate for the drop in business in
the past year.

Dockworkers are working fewer
hours, or sometimes none at all. On a
recent midweek morning, Marsha
Youngblood went to union headquar-
ters and was disappointed but not sur-
prised to find no work available. She
works a variety of jobs on the docks,
including latching down military
freight headed to the Middle East.

“This is the slowest I’ve ever
seen it,” she said. Ms. Youngblood,
53 years old, has taken a second job
as a hairstylist to pay the bills.

Byron Miller, a port spokesman,
said everything possible is being
done to make sure Maersk doesn’t
leave and to revive traffic in Charles-
ton. Port officials note that the port
authority is building a new $600 mil-
lion terminal, scheduled for comple-
tion in 2014, that will increase capac-
ity and make the port more conve-
nient and competitive.

“Nobody likes to see these kinds
of impacts on local businesses, and
it’s something we take very seri-
ously,” said Bernard S. Groseclose
Jr., president and chief executive of
the South Carolina State Ports Au-
thority, adding that the port is step-
ping up its marketing efforts.

In past years, the port’s attempts
to expand have met with opposition
from conservation groups and some
local residents concerned about pro-
tecting the physical grace of a re-
gion renowned for its 18th-century
architecture and sandy beaches.

Moreover, Mary Graham, vice pres-
ident of public policy at the Charles-
ton Metro Chamber of Commerce,
said several companies, including a
large manufacturer of health and fit-
ness equipment, have left the region
and relocated to Savannah. With the
global financial crisis, things are
bound to get worse, she said.

“There’s no doubt we’ve got
some more dipping to do before we
start climbing out of this,” she said.
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Capital-raising fees vary widely
With investors wary,
bankers charge more
to sell new shares

Deutsche Börse joins trend
of adding central clearing

Nomura gives
Bizer new role

By Harry Wilson

What is the appropriate fee for
an underwriter working on the re-
capitalization of a large financial in-
stitution?

In June, Dresdner Kleinwort, the
investment bank of Dresdner Bank
AG, and Morgan Stanley charged
U.K. bank HBOS PLC a fee of 4% to
underwrite its £4 billion ($6 billion)
rights issue.

Fast-forward to last week, when
HBOS disclosed £155 million in ex-
penses on its £8.4 billion govern-
ment-backed recapitalization,
equivalent to a fee of less than 2%.

The cost of raising equity has
risen steadily over the year. But, as
HBOS’s experience shows, that cost
can still vary widely.

Last week, U.K. Chancellor
Alistair Darling, in a statement to
the market ahead of the announce-
ment of the details of the HBOS re-
capitalization, said the Treasury
would charge an “appropriate level
of fees for any underwriting commit-
ments”.

What constitutes an appropriate
underwriting fee is hard to pin
down, but about 2.5% is seen by
bankers as a reasonable benchmark
for a relatively solid issuer in the
current market.

Spain’s Banco Santander SA this
month paid the underwriters of its
Œ7.2 billion ($9.3 billion) rights is-
sue a fee of 2.5%, equal to a fee pot of
Œ180 million, and U.K. gas supplier

Centrica PLC is paying a similar pro-
portion in fees for its £32.2 billion
capital increase.

Over the past 12 months, the cost
of raising new equity has risen
steadily. Using the inflation-ad-
justed earnings yield on European
stocks as a proxy, a UBS report last
week said it had risen by more than
3.5 percentage points since the start
of the year.

“It has become more expensive
to raise equity capital, reflecting
the compensation more risk-averse
underwriters have been seeking,
given a more volatile equity mar-
ket,” said the report. “By way of ex-
ample, sub-underwriting fees in a
U.K, rights issue have moved up ma-
terially.”

Barclays PLC’s £7.2 billion capi-
tal increase, which followed the
bank’s decision to raise money inde-
pendently of the U.K. government
rescue plan, demonstrated the high

price some are paying to raise
money without taxpayer support.

Barclays is paying £300 million
in commissions, fees and expenses
to raise the money, with Middle East-
based investors receiving a commis-
sion of as much as 4% to buy notes
convertible into its shares. Share-
holders protested the terms of the
deal, but approved it Monday.

The payments are all nonrefund-
able and will be made whether or
not the controversial deal proceeds.
The arrangement marks a turn-
around from earlier wealth-fund in-
vestments, where terms were less
onerous for banks.

It is also more onerous than the
fees HBOS is paying. HBOS’s £155
million in fees and expenses for its
capital increase, most of which will
go to the U.K. Treasury, which is un-
derwriting the deal, amounts to
1.9% of the transaction’s total value.

UBS noted a doubling in the dis-
count on the closing price that Euro-
pean companies are offering their
shareholders on rights issues this
year. It has risen to 28% and UBS
said some deals would not be done
at any price.

“Some argue that the discount is
an important signal of the receptiv-
ity of the market and the underwrit-
er’s attitude to the stock, and ulti-
mately and thereby, the cost of eq-
uity,” said the UBS report. “In some
cases, the potential underwriting
fee—the ‘put premium’—is not
enough to induce underwriters.”

The difficulty for underwriters is
that they take on the risk that there
might not be enough demand to
soak up all the discounted shares on
offer. If so, the underwriter would
be left with a large amount of the is-
suer’s stock on its books.

The fear is that the fees for un-
derwriting aren’t rising enough to
cover this rising risk. UBS noted the
example of the capital increase at
Germany’s Deutsche Postbank AG,
which is being underwritten by the
bank’s parent Deutsche Post AG af-
ter no underwriters were found for
the issue at a reasonable price.
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The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the Financial
News Web site (www.efinancialnews.
com) and Financial News weekly
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By Luke Jeffs

Deutsche Börse AG has become
the second large European market
in two months to announce a central
counterparty for its stock-lending
business. The service is designed to
tackle the kind of counterparty risk
that disrupted markets when the col-
lapse of Lehman Brothers left large
numbers of derivatives worthless.

Eurex Clearing, the central coun-
terparty for German equities, and
Clearstream, the German deposi-
tory, said Tuesday they plan to intro-
duce for the first time a clearing ser-
vice for Clearstream’s stock lending
and borrowing service ASLplus. The
central clearing service, which will
be developed using Eurex Clearing’s
systems, will be live before the end
of June, subject to regulatory ap-
proval, according to the exchange.

U.S. and European regulators
and central bank have called for the

introduction of central counter-
party services in the over-the-
counter derivatives markets, includ-
ing credit default swaps, prompting
rival offerings from the largest inter-
national futures markets.

Anonymous equity-trading sys-
tems, known as dark pools, also
have taken steps to reduce clients’
counterparty risk by introducing
central counterparties in recent
weeks.

The collapse of Lehman focused
attention on the risk of a default by
a trading partner. CCPs tackle this
risk by requiring all trading partici-
pants to contribute to a default fund
that can be used to reimburse trad-
ing firms left in the lurch if a coun-
terparty collapses.

“Against the backdrop of the fi-
nancial market crisis, central clear-
ing services have become even more
important to help stabilize markets,
mitigate counterparty risk and in-
crease market efficiency,” said
Thomas Book, the member of the Eu-
rex executive board responsible for
clearing.

Two months ago Deutsche Börse
rival NYSE Euronext struck a deal
with European clearing house LCH.
Clearnet to develop a central coun-
terparty for stock lending service
called SecFinex.

By Vivek Ahuja

Nomura Holdings Inc. has
handed Lehman Brothers Holdings
Inc.’s former head of fixed-income
sales for Europe, the Middle East
and Africa a broader role oversee-
ing both fixed-income and equities.

David Bizer will lead the bank’s
global market sales effort in Eu-
rope, the Middle East and Africa, No-
mura said Tuesday in a statement
marking the combined bank's latest
move to organize the leadership of
its investment banking and capital
markets business.

Mr. Bizer was previously head of
fixed-income sales for Europe, the
Middle East and Africa at Lehman
Brothers. In his new role, he will add
oversight of the equity sales busi-
ness, and will join Nomura’s Euro-
pean executive committee.

Based in London, Mr. Bizer will
report to Georges Assi and Kieran
Higgins, the former co-heads of
fixed-income for Europe and the
Middle East at Lehman Brothers
who were named to run the busi-
ness at Nomura two weeks ago, and
to Rachid Bouzouba, head of Emea
equities.

Sadeq Sayeed, Nomura’s chief ne-
gotiator on Nomura’s takeover of
Lehman’s Emea businesses, de-
scribed the appointment of Mr. Bi-
zer as “yet another step forward”
for the new business.

But at what price?
Everyone agrees on the necessity of banks to boost the capital on their
books. But there seems to be little agreement on how much an investment
bank should charge for helping them do it.

HBOS (Treasury recapitalisation)

HBOS (Rights issue)

Barclays (Overall)

Barclays (Middle Eastern investment)

Santander (Rights issue)

Sources: the companies; Financial News research
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