
The $42 billion buyout of BCE
ran into a potential stumbling
block when the Canadian
phone company said it might
not meet the merger pact’s con-
ditions. The Bell Canada parent
said accounting firm KPMG has
disclosed that it won’t be able
to deliver a solvency opinion, a
condition of the deal. Page 19

n China’s central bank slashed
borrowing costs in a strong sig-
nal that government efforts to
support the economy won’t
end with its already announced
massive stimulus plan. Page 1

n Daimler said talks to sell its
remaining stake in Chrysler to
Cerberus have hit a stumbling
block as Chrysler’s financial po-
sition has worsened. Page 3
n Porsche said the financial cri-
sis has made it unlikely to lift its
VW stake to more than 50% be-
fore the end of the year. Page 3

n German inflation fell in No-
vember as fuel prices and de-
mand declined, suggesting rate
cuts may follow. Page 2

n U.S. spending is falling in
the consumer and capital sec-
tors, as demand for expensive
goods took its biggest spill in
two years in October. Page 2

n Russia will spend over $35
billion of reserves from windfall
oil revenue to plug an expected
budget hole next year and main-
tain public spending. Page 19

n The second finance chief in
about a year is leaving Alcatel
as the telecom-gear maker’s
shake-up continues. Page 3

n European mining stocks
gained as copper futures rose,
while U.S. shares tried to ex-
tend a three-day winning
streak. Page 20

n Citigroup’s shares gained on
news that Mexican tycoon Carlos
Slim’s investment firm bought
a stake in the bank. Page 20

n AstraZeneca and Teva struck
an agreement that will allow
Teva to launch a generic version
of an asthma drug in exchange
for royalty payments. Page 3

China slashes
interest rates
to lift economy

At least 78 people died and
more than 200 were injured in
a series of blasts and gun at-
tacks across southern central
Mumbai. Gunmen were re-
ported in two of the area’s
most popular hotels for busi-
ness travelers and tourists. It
wasn’t clear who was behind
the attacks, which were likely
to dent foreign investor confi-
dence in India. Page 1

n The EU’s executive arm
urged member nations to ear-
mark $260 billion to stimulate
the Continent’s economy. The
plan includes funds already an-
nounced by many nations. Page 1

n Obama sought to reassure
Americans about the economy’s
resiliency, and named ex-Fed
Chairman Paul Volcker to lead
a new advisory board. Page 10

n The U.N. nuclear agency ap-
proved technical aid for Syria, de-
spite allegations the nation has
a secret atomic program that
could be used to make weapons.

n Iraq’s Parliament postponed
a crucial vote on a security
pact between the U.S. and Iraq,
as political leaders continued
to hammer out a deal. Page 10

n Pakistan has replaced Iraq
as al Qaeda’s main focus, and
the terror group has boosted
efforts to destabilize the na-
tion, a U.S. commander said.

n Thailand fell deeper into po-
litical confusion as antigovern-
ment protesters consolidated
control over the international
airport in Bangkok. Page 12

n China postponed indefinitely
an annual summit with the EU,
apparently because of the
French president’s plan to meet
with the Dalai Lama. Page 31

n Laid-off workers from a toy
factory in southern China
clashed with police in one of a
string of labor disputes. Page 31

n Two foreign journalists were
kidnapped in Somalia. Also, a
ship sunk by India’s navy last
week was a Thai fishing trawler
seized by pirates, officials said.

n The mayor of a major city
in Russia’s North Caucasus was
shot and killed in the latest vio-
lence to hit the troubled region.

n Voters in Greenland ap-
proved a plan to seek more au-
tonomy from Denmark. Page 10
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European Commission President José Manuel Barroso announced a proposed
EU-wide $260 billion economic-stimulus package Wednesday.

EU urges member states
to pony up $260 billion

A policeman at a Mumbai railway station after it was attacked by gunmen as part
of a coordinated assault at several locations, including luxury hotels, in the city.
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By Andrew Batson

BEIJING—China’s central bank
slashed borrowing costs by the big-
gest margin in a decade, in a strong
signal that government efforts to
support the economy didn’t end
with the announcement of a mas-
sive stimulus plan just over two
weeks ago.

The move, announced Wednes-
day, brings the benchmark one-year
lending rate down by 1.08 percent-
age points to 5.58%, with the bench-
mark one-year deposit rate cut by
the same amount to 2.52%, the Peo-
ple’s Bank of China said in a state-
ment. The last cut of such magni-
tude was when the central bank
slashed the benchmark lending rate
by 1.44 percentage points in Octo-
ber 1997 during the Asian financial
crisis. (Interest rates in China are
traditionally divisible by nine.)

The central bank also trimmed re-
serve requirements for banks, free-
ing up more cash for lending.

Banking regulators, meanwhile,
are moving to support Chinese lend-
ers, urging banks to step up provi-
sions against losses and paving the
way for a deposit-insurance pro-
gram to be established by next year.

The combination of policy
moves underscores the extent of of-
ficial concern about the deteriorat-
ing global economy’s effects on
China, as well as authorities’ deter-
mination to restore confidence in
the nation’s economy among inves-

Please turn to page 31

The European Union’s executive
arm urged its member nations to
earmark Œ200 billion ($260 billion)
to stimulate the Continent’s foun-
dering economy.

Much of that money wouldn’t
represent new spending, however,

since it includes economic-stimulus
funds already announced by many
EU nations. The 27 countries will
study the plan at a summit in Brus-
sels Dec. 11-12.

The EU doesn’t set fiscal policy
for its members and its recommen-

dations are nonbinding. EU heavy-
weight Germany immediately said
it didn’t plan to offer new measures
above a Œ32 billion national scheme
it has already announced, raising
doubts over the likely impact of the
package.

The hoped-for package totals
roughly 1.5% of Europe’s gross do-
mestic product, the European Com-
mission said. The EU’s GDP was
roughly $16.9 trillion last year.

Markets appeared unimpressed
with the initiative. In late afternoon
trading, stocks were down 3.3% in
Paris, down 1.2% in London and up
slightly in Frankfurt.

The EU wish list calls for EU na-
Please turn to back page

A series of deadly attacks, includ-
ing major blasts and gun attacks,
ripped across southern central
Mumbai starting late Wednesday
evening, and gunmen were reported
in two of the area’s most popular ho-
tels for business travelers and tour-
ists.

The chief secretary for Maha-
rashtra state, of which Mumbai is

the capital, said at least 78 people
were killed and 200 were injured.
The situation remained extremely
fluid and the death toll could rise. It
wasn’t clear who was behind the at-
tacks.

Mumbai’s police commissioner,
A.N. Roy, told NDTV television that
at least seven incidents had taken
place. He said police were treating

those responsible as terrorists who
had “opened fire indiscriminately.”

Indian Home Affairs Minister
Shivraj Patil told reporters that ter-
rorists had attacked the Taj Mahal
Hotel and the Oberoi Hotel, one hos-
pital and the main train terminus in
the area, as well as “one or two

other places.” He also said the ter-
rorists had kept explosives in vehi-
cles and continued firing at people
in the hotels.

India’s army, which was put on
standbytohelpcivilianauthorities,re-
portedly surrounded the Oberoi Ho-

Please turn to page 31

Attacks across Mumbai
kill at least 78 people
Blasts, gunfire hit
hotels and hospital;
perpetrators unclear

Private equity’s turn
Leveraged buyouts won’t look
good for a while, so where will
these firms go now? Page 14
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What’s News—
Business & Finance World-Wide

High-end car auctions hit
the skids amid a downturn
MARKETPLACE | PAGE 29

China’s steel industry
faces a long, cold winter
CORPORATE NEWS | PAGE 4

By John W. Miller and
Matthew Dalton in Brussels
and Marcus Walker in Berlin

Money & Investing > Page 19

By Paul Beckett in New Delhi,
Geeta Anand, Abhijit Basu and
Subhadip Sircar in Mumbai
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If Paul Tufano keeps his
job at Alcatel-Lucent for
more than a few months, it
would be an achievement.
He’ll be the telecom-equip-
ment maker’s third chief fi-
nancial officer in a year.

Mr. Tufano should final-
ize a sale of Alcatel-Lu-
cent’s 21% stake in defense
contractor Thales and use
the proceeds to retire debt.

Too often Alcatel-Lucent
has wasted spare cash on
unnecessary acquisitions.
Paying down debt would
give Alcatel-Lucent room to
maneuver as it restructures
in a severe downturn. The
company is yet to turn a
profit since its formation in
2006 and is burning cash at
an annual rate of around
Œ800 million ($1.05 billion),

according to Standard &
Poor’s. Operating margins
are thin, forecast at 2% to
5% this year.

Although the company
only had net debt of Œ600
million at the end of the
third quarter, about Œ933
million of debt falls due in
the next three months. Sell-
ing the Thales stake to bid-
der Dassault at the agreed

price of Œ1.5 billion would en-
able Alcatel-Lucent to enjoy
a more reassuring net cash
position of Œ900 million.

If Mr. Tufano can pro-
vide new CEO Ben Ver-
waayen with a solid buffer
to cover the inevitable re-
structuring costs from his
strategic rethink, he will be
off to a strong start.
 —Molly Neal

A long-running feud be-
tween two of Russia’s most
powerful businessmen has
ended—predictably
enough—in a victory for the
Kremlin.

With its plan to install a
political commissar as the
new chairman of Norilsk
Nickel, the government
should gain control of the
mining and metals company
without spending a kopek.

The move reduces
Vladimir Potanin and Oleg
Deripaska to bit parts in No-
rilsk Nickel’s immediate fu-
ture even though their com-
panies, Mr. Potanin’s invest-
ment firm Interros and Mr.
Deripaska’s aluminum giant
Rusal, remain Norilsk’s big-

gest shareholders.
Mr. Deripaska already

has been forced to turn to
Moscow for a $4.5 billion
loan to refinance the debt
Rusal took on to buy 25% of
Norilsk. Mr. Potanin’s plan
to secure de facto control of
Norilsk by installing
Vladimir Strzhalkovksy as
chief executive appears to
have failed.

The man tipped as Noril-
sk’s new chairman is Alex-
ander Voloshin, who has
worked with Russian Prime
Minister Vladimir Putin.

Naturally, the Potanin
and Deripaska camps both
claim this is good news. No-
rilsk remains nominally in-
dependent. The feud has

ended. The company will be
led by executives indepen-
dent of either side.

But the battle has fur-
ther tarnished the image of
Russian corporate gover-
nance and contributed to
the government’s interven-
tion.

As for Mr. Deripaska, his
hopes of repairing Rusal’s
stretched balance sheet by
merging with the high-mar-
gin, cash-rich Norilsk have
been put on hold for at
least three years, during
which time Rusal faces the
delicate job of refinancing
its investment or asking the
government to roll over its
loan.

Norilsk’s minority share-

holders, who find them-
selves at the mercy of the
Kremlin, may find an end of
this value-destructive feud
doesn’t bring the relief they
had hoped for.
 —Matthew Curtin

Tufano needs to build Alcatel-Lucent a cash buffer

EU’s underwhelming plan
With great fanfare, the

European Commission has
rolled out a Œ200 billion
($261 billion) economic
stimulus package—equiva-
lent to 1.5% of the European
Union’s GDP.

Given that this is sure to
push aggregate EU govern-
ment deficits above the self-
imposed 3% limit under the
trade bloc’s stability and
growth pact, this is quite a
turnaround for the commis-
sion. But as so often with
the EU, the proposal isn’t
quite what it seems—and
probably won’t prevent the
EU from sliding deeper into
recession next year.

First, the headline Œ200
billion is misleading, be-
cause it won’t be all new
money but will include pre-
viously announced Euro-
pean fiscal stimulus pack-
ages. That means the U.K.’s
£20 billion ($31 billion)
handout earlier this week
will count toward it, as will
the Œ32 billion already
pledged by Germany—equiv-
alent to 1.3% of GDP—
thereby relieving Germany
of any obligation to offer
further tax cuts and spend-
ing increases.

Second, the full Œ200 bil-

lion isn’t in the bag. The
commission has no power
to force countries to fork
out the cash. By and large,
those countries that most
need stimulus, such as Italy,
are least able to afford it.

Countries with strong fis-
cal positions, like Germany,
fear they are being asked to
stoke up domestic demand
to shore up weaker econo-
mies while their own taxpay-
ers are left to foot the bill.
That’s a reasonable objec-
tion, but not helpful in the
context of the challenges to
the wider EU economy.

Even if the commission
does succeed in cajoling
member states into hitting
the 1.5%-of-GDP target, it
probably won’t be enough
to stave off a deep EU-wide
recession. A 1% fiscal stimu-
lus doesn’t seem to have
prevented a sharp down-
turn in the U.S. this year.
And with the commission
unwilling to spell out what
form the fiscal stimulus
should take, member states
are likely to opt for a rag-
bag of measures that will
lack the necessary dra-
matic impact. Prepare for a
dud—albeit an expensive
one.
 —Sean Walters

EU asks states for stimulus funds

Kremlinwinsnickelwar

Geithner’s rise clouds
future of FDIC’s Bairtional governments to contribute

Œ170 billion, with the commission
and the European Investment Bank,
the EU’s long-term lending agency,
contributing the rest.

“If we do not act now, we risk a
vicious recessionary cycle of fall-
ing purchasing power and tax reve-
nues, rising unemployment and
ever-wider budget deficits,” José
Manuel Barroso, president of the
commission, said at a news confer-
ence Wednesday.

The commission left room for
national governments to exceed
the EU limit on budget deficits—3%
of gross domestic product—with-
out triggering special procedures,
as long as the deficits are tempo-
rary and only slightly above the 3%
limit. “Close means a few decimals,
not many decimals,” said Joaquin
Almunia, EU finance commis-
sioner.

The EU’s economic leaders have
already proposed stimulus pack-
ages. The U.K. has outlined £20 bil-
lion ($31 billion) in new spending,
or 1.3% of gross domestic product.
German Prime Minister Angela
Merkel has said Germany is on
track to implement a stimulus pack-
age representing 1% of GDP. But crit-
ics in Germany argue that the pro-
posals now on the table total only
about Œ15 billion in new spending
in 2009 and won’t be enough to pre-
vent a steep recession.

As part of the proposal, the com-
mission will accelerate Œ6.3 billion
in payments from special EU-wide
funds and boost funding by Œ5 bil-
lion for energy and broadband in-
frastructure in 2009 and 2010.

The European Investment Bank
will increase its lending by Œ15 bil-
lion in both 2009 and 2010 under
the proposal. The stimulus plan

also includes a “European green
cars” initiative of at least Œ5 bil-
lion—a figure that is dwarfed by
the $25 billion that U.S. auto mak-
ers received from the U.S. govern-
ment to make their fleets more en-
ergy efficient.

EU officials acknowledge that
Mr. Barroso’s powers are limited to
using his largely symbolic role to
get European countries to present
their efforts as a unified whole to
reassure markets. A similar ap-
proach was used in October when
they assembled plans to bail out
banks as a joint initiative.

The plan’s weaknesses, said
Joost Beaumont, an economist at
Fortis Bank Netherlands, are that it
fails to lock in new spending and
that EU states remain divided on
several measures the commission
is urging.

For example, national sales
taxes are around 20% and a major
source of revenue for most EU coun-
tries. Tax issues are set by each na-
tion and not by Brussels. A conti-
nental cut in sales taxes “is a non-
starter because it requires unanim-
ity, and we don’t have that,” said
Pierre Sellal, France’s ambassador
to the EU, in remarks to reporters
last week.

Earlier this month, Ms. Merkel’s
cabinet approved a set of tax and
spending measures valued at about
Œ4 billion ($5.2 billion) in 2009 and
Œ8 billion ($10.4 billion) in 2010.

Ms. Merkel is under fire at home
for not giving the economy a bigger
fiscal fillip. The opposition Free
Democrats accused Ms. Merkel on
Wednesday of governing “in slow
motion” and failing to realize the
severity of the recession.

In October, the government ap-
proved other forms of tax relief
and benefit increases, measures

that it maintains will cost public fi-
nances about Œ20 billion in the
next two years. It has said that all
its recent announcements add up
to a Œ32 billion fiscal stimulus in
2009-2010.

Ms. Merkel said that Germany is
already on track to meet the EU’s
fiscal-stimulus goal of around 1% of
gross domestic product. German
GDP is expected to be around Œ2.5
trillion this year and next.

But Germany’s measures add up
to only around Œ15 billion ($19.5 bil-
lion) in 2009, or 0.6% of GDP, esti-
mates Eckart Tuchfeld, an econo-
mist at Commerzbank in Frankfurt.

Critics maintain that it isn’t
enough, given that Germany faces
a recession that many forecasters
expect to last until mid-2009 at
least. That would be the longest pe-
riod of economic contraction since
the federal republic was founded in
1949.

The International Monetary
Fund predicted this week that the
German economy will shrink by
0.8% next year, saying it would take
a fiscal stimulus of 1.5% to 2% of
GDP to achieve zero growth.

The commission urged EU coun-
tries to follow through on commit-
ments they have already made, for
example reducing the cost of filing
a patent by 75%, promising to pay
small businesses for government
services within a month of invoice
and guaranteeing that any EU citi-
zens can start a business in less
than three days.

Wednesday’s declaration comes
following the meeting of Group of
20 economic powers in Washing-
ton two weeks ago. Leaders at that
gathering pledged support for free
trade and broad economic-stimu-
lus agreements in order to avoid a
lengthy recession.

Continued from first page
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By Damian Paletta

WASHINGTON—Timothy Gei-
thner’s nomination as U.S. Treasury
secretary clouds the political future
of Sheila Bair, the high-profile bank
regulator who has clashed occasion-
ally with Mr. Geithner over the best
way to stabilize the banking sector.

The most recent run-in came last
weekend, when the government
scrambled to prevent the collapse of
Citigroup Inc. Mr. Geithner helped
lead talks that eventually set up a
process for the government to back-
stop a $306 billion portfolio of as-
sets at Citigroup. Ms. Bair pushed
back repeatedly during the talks af-
ter some government officials had
suggested her agency, the Federal
Deposit Insurance Corp., offer the
brunt of the government’s guaran-
tee, people familiar with the deliber-
ations said.

Although it isn’t clear which pol-
icy Mr. Geithner was advocating, he
sought to steer the talks to a rapid
conclusion, despite Ms. Bair’s objec-
tions. Eventually, government offi-
cials hashed out a compromise, but
only after the emotional debates
stretched late into Sunday evening.

The episode was illustrative of
how two of the country’s most pow-
erful regulators have addressed the
banking crisis from different per-
spectives.

As head of the Federal Reserve
Bank of New York, Mr. Geithner is
the Fed’s eyes and ears on Wall
Street, dealing with the biggest in-
stitutions and focusing on the basic
plumbing of the financial sector. As
Barack Obama’s Treasury secretary,
he would have even broader powers

and play an instrumental role in re-
designing the fractured U.S. regula-
tory system.

Ms. Bair’s agency has wide pow-
ers, but she has resisted calls by the
Fed and Treasury to broaden the
FDIC’s exposure to troubled parts of
the banking system—changes she
fears could cost her agency billions
of dollars. The FDIC is best known
for its role covering deposits at
some 8,500 banks and thrifts.
Ms. Bair has expressed concern that
expanding its responsibilities might
lead to new costs on insured banks,
which fund the government insur-
ance plan with fees.

If confirmed as head of Treasury,
Mr. Geithner could have a big say
over whether Ms. Bair, a Republican,
is asked to continue at the FDIC,
take on another role in the adminis-
tration, or leave altogether. Ms. Bair,
whose term ends in 2011, told report-
ers Tuesday that she would “work
with the new administration in what-
ever role they want me.”

But people close to Ms. Bair said
she would only stay at the agency if
she felt she was wanted there. Still,
pushing her out would be politically
risky. Ms. Bair is well-liked by many
on Capitol Hill—both Democrats
and Republicans—who view her as
one of the government’s most proac-
tive officials when it comes to pre-
venting foreclosures. She also has
won over consumer groups and com-
munity bankers, which could make
her politically untouchable.

Mr. Geithner, through a spokes-
man at the New York Fed, declined
to comment.
 —Jon Hilsenrath

contributed to this article.
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German inflation slows
Data raise likelihood
of sharp new rate cut
to combat recession

U.S. consumer spending,
demand for goods soften
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Russian telecommunications op-
erator OAO Vimpel Communica-
tions Tuesday posted a 41% fall in
third-quarter net profit to $269 mil-
lion from $458 million a year ear-
lier. A Corporate News article
Wednesday incorrectly said the
third-quarter net profit declined to
$41.3 million.

Chrysler LLC plans to reduce its
salaried work force 25% by Dec. 31.
Workers accepting the company’s
buyout offer will leave the payroll
Nov. 30. A Corporate News article
on Tuesday incorrectly said those
accepting the buyouts leave the pay-
roll Dec. 31.

Chrysler LLC’s top engineering
executive, Frank Klegon, attended
the Los Angeles auto show although
other senior sales and marketing ex-
ecutives who usually make appear-
ances at auto shows didn’t. A Corpo-
rate News article on Nov. 19 incor-
rectly said Chrysler sent no execu-
tives to the show.

LEADING THE NEWS

By Roman Kessler

FRANKFURT—German inflation
slowed in November on falling fuel
prices and slowing demand, raising
the chances of another sharp cut in
interest rates by the European Cen-
tral Bank as recession replaces infla-
tion as the top concern.

Preliminary federal statistics re-
leased Wednesday showed that Ger-
many’s consumer-price index rose
1.4% from a year earlier and fell 0.5%
from October. The rise was the lowest
annualratesinceDecember2006inEu-
rope’s largest economy, which slipped
into recession in the third quarter.

The data were based on price sur-

veys in six of Germany’s 16 federal
states.

The figures surprised most econ-
omists. On average, economists in a
Dow Jones Newswires survey had
expected a decline of 0.3% from Oc-
tober and a rise of 1.5% from Novem-
ber 2007. The month-to-month drop
builds on a 0.2% month-to-month de-
cline in October. The annual gain in
October was 2.4%.

The ECB has called the recent de-
cline in euro-zone inflation unprece-
dented, allowing the bank leeway to
pare interest rates further.

In November, the ECB cut its
benchmark policy rate to 3.25%, its
second half-a-percentage-point cut
in less than a month. The ECB is
widely expected to cut interest rates
again at its Dec. 4 policy meeting in
Brussels. Most economists expect
another half-percentage-point re-
duction, but markets are pricing in a
bigger 0.75 percentage-point drop.

“The German figures certainly
support our forecast for rather ag-
gressive easing by 75 basis points at
the upcoming policy meeting,” econo-
mist Luigi Speranza at BNP Paribas in
London said. A basis point is a one-
hundredth of a percentage point. He
added that the ECB will also be forced
to change its inflation expectations.
“This certainly isn’t what the ECB
had in mind six months ago,” he said.

TheECB’s staffisworkingon fresh
economicprojections withother cen-
tralbanks,whicharescheduledforre-
lease at the Brussels meeting.

Germany contributes about 27%
to the euro zone’s output. It entered
a recession after contracting in the
second and third quarters.

—Monica Houston-Waesch
contributed to this article.

By David Gauthier-Villars

PARIS—A day after losing her
bid to become the leader of her
party, French Socialist politician
Ségolène Royal said she would focus
her energy on running for French
president in the 2012 elections.

“2012 is tomorrow. Let’s start
right away,” Ms. Royal, who lost the
2007 elections to President Nicolas
Sarkozy, said in a video on her Web
site.

Ms. Royal’s quest for France’s
top office is likely to sow more divi-
sions within the country’s Socialist
Party, which on Tuesday named
former labor minister Martine
Aubry as its new leader. Ms. Aubry

collected 50.04% of the votes by
party members. Ms. Royal, who also
vied for the top Socialist Party job,
lost with 49.96%.

Weeks of infighting character-
ized the election between Ms. Aubry
and Ms. Royal for Socialist Party
chief, and have typified the prob-
lems the party has faced in develop-
ing into a stronger counterweight to
President Sarkozy’s conservative co-
alition.

The Socialists are still the sec-
ond-largest party in France in terms
of membership, after Mr. Sarkozy’s
UMP party, but they have lost the
past three presidential elections.

Standing before a poster of Elia
Kazan’s film “A Streetcar Named De-
sire,” Ms. Royal said in her video
that having rallied half of France’s
Socialists behind her name, she
would keep recruiting fresh troops
by offering party membership cards
at discount fees and by organizing
“fraternity parties.”

“I will dedicate myself to this
fully,” Ms. Royal said.

By Jeff Bater

And Brian Blackstone

WASHINGTON—U.S. spending is
declining in the consumer and capi-
tal sectors, as demand for expensive
goods took its biggest spill in two
years in October.

Orders for durable goods de-
creased by 6.2% last month to a sea-
sonally adjusted $193.02 billion, the
third tumble in a row, the Com-
merce Department said. Durables,
which are goods designed to last at
least three years, fell 0.2% in Sep-
tember, revised way down from a
previously estimated 0.9% increase.

Meanwhile, American consum-
ers cut spending at the sharpest

rate in seven years last month, and a
key gauge of inflation retreated, re-
flecting the faltering economy.

Personal income rose at a season-
ally adjusted rate of 0.3% from the
previous month, the Commerce De-
partment said. Income increased a
revised 0.1% in September.

October personal consumption
fell 1% from the previous month.
Spending dropped an unrevised
0.3% in September. It dropped 0.1%
in August and 0.1% in July. The 1%
drop in spending was the largest
since 1.2% in September 2001.

A price index for personal con-
sumption expenditures fell 0.6% in Oc-
tober from a month earlier. The index
rose 0.1% in September.
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China slashes interest rates to boost economy

Workers storm China toy factory
Official media report
gains by protesters;
labor disputes widen

tel, where hostages may have been
taken, and were firing on the hotel in
an effort to flush out the attackers.

Indiantelevisionreportssaid alit-
tle-knowngroup calledDeccan Muja-
hideen had sent a letter claiming re-
sponsibility for the attacks, but
those TV reports couldn’t be con-
firmed and no other information
was immediately available. The Dec-
can Plateau is a plateau that covers a
large part of southern India, includ-
ing Maharashtra.

Whoever is responsible, the at-
tacks are expected to put a dent in
foreign investor confidence in the
country. Many large corporations
are headquartered in the southern
tip of Mumbai and it is the financial
and commercial hub for the nation.
The incidents were concentrated in
the swanky Colaba district.

One guest at the Taj Mahal Hotel

said the attack began at about 9:45
p.m. local time with flashing lights
and bangs outside the hotel. Taxi
drivers, who wait in droves in front
of the hotel, took off. About 10:20
p.m., there were two loud explo-
sions outside the hotel, the guest
said. “My instant reaction was, ‘It’s
a bomb,’ ” he said. A hotel repre-
sentative later phoned, advising
guests to remain in their rooms with
the lights off and not to open the
door until told by security that it
was safe to do so, the guest added.

Sporadic firing continued to be
reported across the city as police
sought to counter the attackers and
get a grip on the scope of the attacks
and the casualties. At around 12:45
a.m. local time Thursday, another
big blast was reported by a guest at
the Taj Mahal. Gunmen were re-
ported still holed up in the Taj Ma-
hal and Oberoi hotels. The lobby of

the Oberoi also is in flames.
Television reports said three se-

nior police officers, including the
head of Maharashtra’s antiterror
squad, were killed at the Taj Mahal.
Reports also indicated that 15 for-
eigners had been taken hostage in
the Taj Mahal.

There was also a blast reported
at the Trident Hotel and firing re-
ported at the Leopold restaurant,
one of the most popular with for-
eign visitors to the city. Three for-
eigners, including a Belgian and an
Indonesian, also were reported
taken hostage in the Trident, accord-
ing to NDTV news channel.

The coordinated attacks come af-
teraseriesofblasts—attributedto Is-
lamist terrorists—occurred over the
summer and fall in other cities
around India, including the capital,
New Delhi. National security already
was expected to be a big electoral is-

sue when the nation goes to the polls
early next year; elections must be
held before May. The Congress Party,
which leads coalition governments
atthenationallevelandinMaharash-
tra state is already facing pressure to
do more to stanch terrorism.

The attacks will put further pres-
sure on the battered Indian rupee at
a time when foreign fund inflows
have dried up amid the escalating
global financial crisis. The bench-
mark Sensex Index on the Bombay
Stock Exchange, which is in the area
where the attacks took place, has
fallen more than 50% from its peak.

Television pictures showed the
top floor of the old part of the Taj
Mahal aflame. The 105-year-old ho-
tel is one of India’s most iconic build-
ings. The hotel is owned by Taj Ho-
tels, part of India’s leading conglom-
erate, Tata Group.

An eyewitness at the Oberoi Ho-

tel told Times Now television that
the two gunmen who entered that
hotel were seeking guests with Brit-
ish or American passports. The Brit-
ish guest, who said he escaped from
the attackers, said they were young
men dressed in T-shirts and jeans.

Mumbai is a frequent target of
terrorist attacks. In March 1993, a se-
ries of 13 explosions resulted in 257
deaths and more than 700 injuries.
The blasts were orchestrated by an
organized crime syndicate. In
March 2003, a bomb attack on a com-
muter train in Mumbai killed 11 peo-
ple. And in August of that year, twin
car bombings in Mumbai killed at
least 52 people and injured 150. In-
dian officials blamed a Pakistan-
based terror outfit for the crime.

In July 2006, seven bomb blasts
occurred at various places on the
Mumbai Suburban Railway, killing
200 people.

Continued from first page

Attacks at Mumbai hotels, hospital, train station kill at least 78
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tors, consumers and businesses.
“Confidence is easily lost and re-

ally difficult to gain back, which I
think they learned from watching
the U.S. tumble,” said Ken Peng, an
economist with Citigroup. With lo-
cal stock markets continuing to
weaken even after China’s Nov. 9 an-
nouncement of a four trillion yuan
($586 billion) stimulus program, he
said, “I think they realize they
needed more immediate action.”

Four rate cuts since September
now have lowered the benchmark
lending rate by a total of 1.89 percent-
age points. The central bank said the
latest changes are intended to “en-
sure an ample supply of liquidity in
the banking system, encourage sta-
ble growth in lending, and make use
of the positive role of monetary pol-
icy in supporting economic growth.”

In addition to the central bank’s
moves, the China Banking Regula-
tory Commission is urging lenders
to voluntarily raise their capital-ade-
quacy ratios to 10% by the end of the
year, from the 8% that they are re-
quired by law to maintain. The rec-
ommendation is “aimed at encour-
aging banks to set aside more provi-
sions to cope with the financial cri-
sis,” a commission official said.

At the same time, a long-planned
measure to insure bank deposits is
moving toward implementation.
Zhang Jianhua, who heads the cen-
tral bank’s research bureau, told a fi-
nancial forum Wednesday that the

plan has been submitted to the State
Council, China’s cabinet, and will
likely be rolled out next year.

Amid a wave of bank failures glo-
bally, many other governments
have in recent weeks expanded
their guarantees on bank deposits.
The finances of China’s banks
haven’t been pressured in the same
way, and they remain profitable.
Government backing also has never
really been in question because
most banks are state owned.

While the momentum of China’s
expansion remains rapid compared

with many other major economies—
growth was 9% in the third quarter—
the situation has clearly worsened
since the central bank’s initial rate
cut in September. Confidence in the
housing market has collapsed, lay-
offs at export factories are mount-
ing and important industrial sec-
tors such as steel and electricity are
contracting. Policy makers have
said they think the economic situa-
tion is likely to further deteriorate
before it gets better and are focused
on preventing a dire outcome.

China’s financial markets are

feeling the pain: Stock prices and
real-estate purchases have col-
lapsed, while strains also have be-
gun to appear in China’s once-flush
interbank money market. “If our re-
sponse is not good, these negative
effects could spread and expand,
and affect China’s economic and fi-
nancial stability,” deputy central
bank governor Yi Gang wrote in an
essay published last week. “There-
fore we must pay great attention to
potential risks and take effective
measures to resolve them.”

In subsequent comments, Mr. Yi
also said one of the major risks now
is the prospect of deflation, or per-
sistent declines in prices.

Deflation is worrisome in an eco-
nomic downturn because it in-
creases the real costs of borrowing
and encourages consumers and busi-
nesses to put off spending. While
prices in China remain above their
levels last year, the momentum has
turned downward. In October, Chi-
na’s consumer-price index was up
4% from a year earlier, but it has
fallen month-to-month for the past
three months, albeit by small mar-
gins. Much of that fall is due to the
collapse in global prices for energy
and raw materials, which shows up
more clearly in other measures. Chi-
na’s corporate-goods price index, a
measure of input costs for busi-
nesses, dropped 2.7% in October
from September.
 —Victoria Ruan and Liu Li

contributed to this article.

Continued from first page

By Shai Oster

BEIJING—Laid-off workers from
a toy factory in southern China
clashed with police Tuesday night
in one of a string of labor disputes
that have been reported across the
nation in the face of rising unem-
ployment.

Some 500 workers smashed win-
dows and computers at the offices
of Kaida Toys, overturning patrol
cars and fighting with 1,000 police

in the city of Dongguan, often called
the toy-making capital of the world,
according to the official Xinhua
news agency.

The city has been hit hard by the
weakening economy and softening
toy sales. In recent weeks, officials
say, thousands of factories have
been shut down as orders for ex-
ports dry up, sending tens of thou-
sands of migrants back home.

Later, Xinhua reported that the
protesters won several concessions,
including rehiring and better sever-
ance, from the the factory’s Hong
Kong owner, Kader Group, which
earlier had said that 400 workers
had been laid off.

There are signs that labor dis-
putes are widening. Just this week,

there have been at least four taxi
strikes in provinces across China, in-
cluding Guangdong, Sichuan,
Hainan and Hunan. Taxi drivers
have been complaining about high
rental fees, fuel costs and lack of en-
forcement against unlicensed cabs—
often scoring success in conces-
sions from the government.

Protests have even spread into
the heart of Beijing. On Wednesday,
some three dozen laid-off workers
from a liquor factory in northern
China’s Heilongjiang province stood
in silent protest in the lobby of the
downtown headquarters of China
Resources Holding Ltd., a large con-
glomerate with several units listed
in Hong Kong. The protesters held a
long white banner demanding fairer

treatment in the company’s layoffs
and restructuring, and some said
salaries hadn’t been paid in months.

The incidents are the latest epi-
sodes of worker unrest that have
been reported by China’s official me-
dia in recent weeks. The unusual
frankness reflects the concern of
China’s leaders about maintaining
social stability and may be an at-
tempt to limit the spread of rumors
across China’s active Internet by
keeping ahead of the news. But it re-
mains unclear whether the wave of
stories reflects an actual increase in
social instability or is just the result
of greater freedom by the domestic
media to cover it.
 —Kersten Zhang

contributed to this article.

By David Gauthier-Villars

PARIS—China postponed indefi-
nitely an annual summit with the
European Union, apparently be-
cause of French President Nicolas
Sarkozy’s plans to meet with Ti-
bet’s exiled spiritual leader, the
Dalai Lama.

The postponement follows an
announcement earlier this month
that Mr. Sarkozy would meet with
the Dalai Lama in Poland next
month. It is expected that other Eu-
ropean leaders also will meet the
Dalai Lama.

The EU said it “regrets” China’s
decision not to attend the 11th EU-
China summit, which was to begin
Monday in the French city of Lyon.
The postponement came despite
hopes by the EU of working with
China to alleviate the global eco-
nomic downturn.

China’s move highlights how
Beijing is trying to isolate the Dalai
Lama, who seeks more autonomy
for his homeland. China regards Ti-
bet as an “inalienable part of its ter-
ritory.”

Chinese officials didn’t immedi-
ately comment on their decision.
No date has been set for a future
summit.

The EU said it “intends to con-
tinue promoting the relationship
of strategic partnership that it en-
joys with China, particularly at a
time when the global economic and
financial situation calls for ex-
tremely close cooperation between
Europe and China.”

China is seen as one of the big-
gest sources of future growth for
European companies. A recent sur-
vey by the European Union Cham-
ber of Commerce in China showed
that more than two-thirds of Euro-
pean companies in China gener-
ated less than 10% of their current
global revenue there. That, the
chamber said, means that the
growth potential for those compa-
nies is high.

“The Chinese market is the
most important emerging market
for European businesses, and
given the global slowdown, it
might actually rise in signifi-
cance,” said the chamber’s presi-
dent, Joerg Wuttke.

The cancellation of the summit
instead marks an escalation in ten-
sions between China and some Eu-
ropean countries.

Source: People’s Bank of China via Thomson 
Reuters Datastream. Photo: Reuters

China cut its benchmark rates
Wednesday, below. At left, 
college students visit a job fair 
in Shanghai on Wednesday.
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Porsche slows its takeover
of VW, citing auto slump

Alcatel shake-up proceeds
Second finance chief
in roughly a year
is leaving company

Daimler-Cerberus talks
on Chrysler stake falter

AstraZeneca, Teva strike accord

Zale and Signet feel downturn’s pinch

Alcatel-Lucent’s finance chief, Hubert de Pesquidoux, left, shown here with CEO Ben Verwaayen, is leaving the company.

By Katharina Becker

And Jan Hromadko

STUTTGART, Germany—Por-
sche Automobil Holding SE said the
financial crisis has made it increas-
ingly unlikely it will raise its stake in
Volkswagen AG above 50% before
the end of 2008.

The sports-car maker also said
that sales in the first four months of
its fiscal year, which began Aug. 1,
were down 18% as demand for lux-
ury cars fell amid the financial cri-
sis.

“Our goal still is to initially in-
crease our stake in VW as soon as
possible to over 50%,” Porsche
Chief Executive Wendelin Wiedek-
ing said at the company’s annual
earnings news conference. “In light
of the current economic environ-
ment, however, it’s becoming in-
creasingly more unlikely that we
will achieve this goal” this year, he
said.

Porsche said last month it di-
rectly controlled 42.6% of VW
shares and held options tied to an
additional 31.5% of VW’s stock. The
company also said at the time it in-
tends to raise its stake eventually to
75%, seeking a so-called domination
agreement to take full control of Eu-
rope’s biggest auto maker by vol-
ume.

But Porsche Chief Financial Of-
ficer Holger Härter Wednesday said
the company isn’t willing to acquire
VW common shares at “economi-
cally absurd prices.”

Buying VW shares at the current
price level of about Œ260 ($340) a
share would result in considerable

write-down risks and unforeseeable
earnings burdens, Mr. Härter said.

Last month’s announcement
that Porsche was seeking to raise its
VW stake caused VW shares to soar
to record levels. The stock traded
above Œ1,000 a share, briefly mak-
ing VW the world’s biggest com-
pany by market capitalization, as
hedge funds that had bet on a fall
scrambled to cover short positions.

With the German state of Lower
Saxony still controlling slightly
more than 20% of VW’s voting
rights, there were very few shares
in free-float for funds to buy to
cover their positions.

Mr. Härter said a reasonable
price level for Volkswagen shares
would be below Œ200 a share.

On Wednesday, VW shares rose
Œ39.10, or 15%, to Œ294.10 in a flat
Frankfurt market overall.

LEADING THE NEWS

SHARE PRICE PERFORMANCE

Volkswagen
Wednesday’s close: Œ294.10, up 15%

Source: Thomson Reuters Datastream
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By Jethro Mullen

PARIS—Alcatel-Lucent SA on
Wednesday said its chief financial
officer is leaving the embattled tele-
communications-equipment
maker, continuing the senior-man-
agement overhaul under new Chief
Executive Ben Verwaayen.

Hubert de Pesquidoux, who was
appointed by Mr. Verwaayen’s pre-
decessor, Patricia Russo, decided
to leave after 17 years at the com-
pany “to pursue other opportuni-
ties” and will be succeeded by Paul
Tufano, who was previously fi-
nance chief and interim CEO for
U.S.-based electronics company
Solectron Corp.

Mr. Pesquidoux is the second fi-

nance chief to leave Alcatel-Lucent
in about a year. His predecessor,
Jean-Pascal Beaufret, left in late
2007 after the company issued a
string of profit warnings.

While Mr. Pesquidoux avoided
the big profit warnings that
plagued Mr. Beaufret’s tenure, he
didn’t demonstrate fast-enough
progress on cost cutting, said Ex-
ane BNP Paribas analyst Alexander
Peterc.

His successor, who starts Dec. 1,
has 30 years of experience in inter-
national finance, including run-
ning disk-drive maker Maxtor
Corp. as well as holding numerous
financial and operational positions
at International Business Ma-
chines Corp.

“Despite a challenging environ-
ment, the company has great oppor-
tunities,” Mr. Tufano said in a state-
ment.

Mr. Pesquidoux wasn’t available
to comment further on his depar-
ture, an Alcatel-Lucent spokes-

woman said.
Alcatel-Lucent hasn’t turned a

profit since it was formed by the
merger of Alcatel SA, of France,
and Lucent Technologies Corp., of
the U.S., in December 2006. The
company has struggled to inte-
grate its operations and cut costs
in the face of tough competition
from low-cost Asian manufactur-
ers of telecommunica tions gear
and Swedish telecommunications-
equipment rival Telefon AB L.M.
Ericsson.

Mr. Verwaayen, who arrived at
the start of September, has
brought in a number of new execu-
tives and reshaped the structure of
the senior management team. He
has also started talks to shed Alca-
tel-Lucent’s 20.8% stake in defense-
electronics company Thales SA to
aerospace group Dassault Aviation
SA, pleasing investors, as the move
promises to shore up the compa-
ny’s liquidity position through the
divestment of a noncore asset.

By Jan Hromadko

And Jeff Bennett

FRANKFURT—German auto
maker Daimler AG Wednesday said
talks to sell its remaining 19.9%
stake in Chrysler LLC to Cerberus
Capital Management LP have run
into trouble as the downturn in the
U.S. auto market pushes Chrysler
into a precarious financial position.

Daimler said private-equity firm
Cerberus has made “exaggerated de-
mands” that it said “exceed the
value of Cerberus’s investment in
Chrysler.” Cerberus had invested
$7.2 billion for an 80.1% stake.

Cerberus responded to Daimler’s
claims with a statement saying
Daimler “intentionally and materi-
ally breached its obligations under
the relevant contracts relating to
the Chrysler transaction.”

Unlike Chrysler, Daimler has re-
mained profitable, although it has
been forced to scale back its earn-
ings expectations.

Daimler sold Chrysler to Cer-
berus Capital last year in a compli-
cated transaction that allowed
Daimler to shed Chrysler’s retire-
ment and health-care liabilities,
which were folded into the new
Chrysler holding company.

One of the problems for the talks
is Cerberus’s agreement to take con-
trol of Chrysler’s international dis-
tribution centers, a Daimler spokes-
man said.

The centers oversee dealership
development and vehicle distribu-

tion in countries such as Poland and
Germany. Under the agreement,
Daimler was to continue operating
these centers for about a year after
Cerberus purchased the Chrysler
stake.

Cerberus said it was disap-
pointed by Daimler’s decision and
said it was considering strategic op-
tions.

Cerberus has asked that Daimler
continue to fund these centers on an
extended basis, which Daimler has
rejected because of the ongoing fi-
nancial crises, said the Daimler
spokesman. He also said the talks
with Cerberus had become “consid-
erably more difficult” in recent
weeks but weren’t dead.

Cerberus also accuses Daimler of
mismanagement of Chrysler be-
tween the initiation of the transac-
tion in spring 2007 and the closing
of the deal in August that year, the
Stuttgart-based car maker said.

In its statement, Cerberus said
Daimler “refused to recognize the
gravity of the claims related to its de-
liberate conduct that resulted in the
impairment of Chrysler’s business
and added to and multiplied the ad-
verse effects of the current automo-
tive and macro-economic environ-
ment.”

Daimler’s shares traded sharply
lower on the Frankfurt stock ex-
change initially after the statement,
but retraced those losses. Daimler
shares closed up 51 euro cents, or
2.1%, at Œ24.69 in a broadly lower
market.

By Sarah Rubenstein

AstraZeneca PLC and Teva Phar-
maceutical Industries Ltd. said
Tuesday they reached an agreement
allowing Teva to launch a generic
version of AstraZeneca’s asthma
treatment Pulmicort Respules in
late 2009.

The companies had entered a
standoff last week when Teva
launched a generic version of the
treatment, which is an inhaled ste-
roid approved for children as young
as 12 months. AstraZeneca subse-
quently was granted a temporary re-
straining order by the U.S. District
Court in New Jersey stopping the ge-
neric sales.

Under the settlement terms,
Teva will be able to launch the ge-
neric on Dec. 15, 2009, under an ex-
clusive license from AstraZeneca in
exchange for giving a “significant un-
disclosed royalty” on sales to Astra-
Zeneca, according to AstraZeneca.

Teva, based in Israel, and Lon-
don-based AstraZeneca declined to
comment further on the terms. “We
believe that this is a prudent busi-
ness decision that we’ve made,” As-
traZeneca spokeswoman Emily Den-
ney said.

AstraZeneca also said Teva had
agreed to pay an undisclosed
amount for the launch last week,
though the generic product that
Teva had sent to the market will be

allowed to remain until it is de-
pleted.

The settlement terms appear to
allow AstraZeneca to “mitigate
some of the losses” from Teva’s
launch last week, said Timothy
Anderson, an analyst at Sanford C.
Bernstein. “So in that way, it’s a
small positive.”

U.S. sales for Pulmicort in 2007
were $964 million, with about 90%
from the Pulmicort Respules ver-
sion for children.

Separately, AstraZeneca reiter-
ated its full-year 2008 earnings
guidance of $4.90 to $5.05 a share
and said it would address the 2009
outlook for Pulmicort Respules in
January.

By Ann Zimmerman

Few luxury items have been as
tarnished as jewelry during the eco-
nomic downturn. Deep quarterly
losses posted by Zale Corp. and Sig-
net Jewelers Ltd. Tuesday under-
scored how even midtier purveyors
of wedding rings and diamond heart
pendants are feeling the vise-like
pinch of a consumer pullback.

Sales at both Zale and Signet
plummeted in the last seven weeks
of the quarter as shoppers shunned
discretionary purchases. Zale Chief
Executive Neal Goldberg predicted
“this holiday season will be one of

the most challenging in decades.”
The jewelry chain withdrew its

fiscal 2009 outlook. The operator of
Zale Jewelers and Piercing Pagoda
kiosks in August had forecast earn-
ings of $1.10 to $1.25 a share for the
fiscal year ending in July.

Signet, based in the U.K., ech-
oed Zale’s sentiments about the
challenging economy in the U.S.
and abroad. “The results for the
year will depend on the very impor-
tant holiday trading season,” Chief
Executive Terry Burman said. The
largest U.S. chain jeweler based on
sales, Signet operates Kay Jewel-
ers stores and the pricier Jared the

Galleria of Jewelry in the U.S.
Zale said its net loss for the fiscal

first quarter ended Oct. 31 widened
to $45.3 million from $28.4 million a
year earlier. Revenue fell 3.5% to
$364.1 million.

Signet posted a net loss of $15.1
million for the third quarter ended
Nov. 1, compared with a year-earlier
profit of $2.5 million.

Signet same-store sales de-
clined 6.6%. The company said it
would discontinue sourcing rough
diamonds, given the current volatil-
ity in that market.
 —Mike Barris

contributed to this article.
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Web broadens options for the unemployed
Job-searching sites
roll out new features;
career counseling too

By Pui-Wing Tam

Unemployment in the U.S. has
hit a 14-year high as companies cut
back. That has sent masses of laid-
off workers flocking to the Web in
search of opportunities—and job
sites have been stepping up to meet
the challenge.

New job sites with names like
MarketVendorJobs.com have
sprung up to take advantage of grow-
ing user interest amid the economic
downturn. Established sites, such as
CareerBuilder.com, have also started
rolling out new features to improve
the relevance of job listings for candi-
dates and make their résumés stand
out, among other things. And some
sites, such as Vault.com, are provid-
ing career counseling and other new
services.

Business-networking site Linke-
dIn last month began offering online
outplacement services to companies
sothatlaid-offworkers canmoreeas-
ily find their next gigs. It also has in-
troduced technology that better
matches its members with appropri-
ate jobs. Using an algorithm, the site
searches words within a job posting
and then matches up members who
list skills that fit the job. In January,
the company plans to debut a feature
that makes it easier for users to no-
tify members in their online network
that they’re searching for a job.

Meanwhile, Glassdoor.com, a sal-
ary-review and employee-review
Web site, this month retooled its
home page so that jobs listed near
the users’ hometown and relevant
job categories immediately pop up
when an individual logs on. Vault.
com has created a $999 service for
job seekers to get two 45-minute ca-
reer-coaching sessions over the
phone to help them land a new job.

But some consumers may be
overwhelmed by the number of job-
search sites and all their new fea-
tures. Scores of career sites are com-
peting for clicks, so users must mas-
ter multiple search tools—only to
discover that sometimes there is re-
dundancy in the listings. Career

counselors advise job seekers to
learn advanced search strategies on
several sites so that only relevant re-
sults are displayed. They’re also
told to find niche sites that focus on
an industry or region to further nar-
row their search.

Alice Ziroli, 46, began looking
for new jobs online earlier this year
when the pharmaceutical company
she worked for shut down its local
sales division. But when she trolled
sites such as Monster.com and Ca-
reerBuilder.com, she says she found
their offerings too vast.

“I didn’t find them user-
friendly,” says Ms. Ziroli. She even-
tually found a job-search engine
called Indeed.com, which has a
simple Google-like home page
and allowed her to narrowly spec-
ify her job-search criteria. Last
month, Ms. Ziroli started a new
$65,000-a-year job—slightly
more than what she made be-
fore—as a sales representative
for a hospice-and-health-care
company just 28 kilometers from
her Diamond Bar, Calif., home.

A CareerBuilder.com spokes-
man says that, in this environ-
ment, the more features that a site
offers the better for a job candi-
date. Monster says it is rolling out
improvements to its site early
next year with features that will
make it easier to upload résumés
and apply for a job online.

Still, job-search sites are expe-
riencing a dramatic spike in us-
age. The total number of minutes
that Internet users spent on such
Web sites jumped 13% in October
from a year earlier, while the to-
tal number of job-site pages
viewed rose 20% in the same pe-
riod, according to comScore Inc.,
a market-research company
based in Reston, Va. Overall, the
number of unique visitors to job-
search sites is up 12% in the past
year, more than the 5% increase
for the Internet as a whole.

“Engagement with these job
sites is a lot higher now,” says An-
drew Lipsman, a comScore
spokesman. “It’s not just how
many people are on these sites
but how much time overall
they’re spending on them.”

Job-oriented sites are capital-
izing—literally—on the new-
found interest. Glassdoor.com

late last month got $6.5 million in
new venture-capital funding, just
four months after its June launch.
LinkedIn also announced last
month that it had received $22.7 mil-
lion in new funding from strategic
investors such as Goldman Sachs
Inc. and McGraw-Hill Co.

Some job-search sites cater to
certain industries. Dice.com, for in-
stance, is targeted at technology
professionals. Its sister Web site,
eFinancialCareers.com, is tailored
for finance-industry workers—an
area that has been particularly hard
hit. In September, eFinancialCa-
reers.com launched an emergency

toolkit that bundles tips and articles
on how finance workers can net-
work, customize their résumés and
interview better in order to land a
new job.

Other sites try to stand out by
providing more career-improve-
ment data and features apart from
just job listings. With numbers sub-
mitted by users, Glassdoor.com of-
fers salary data for positions at nu-
merous companies. So based on
nine submissions, individuals
searching for engineering-manager
positions at Google Inc. would see
that total compensation for such a
job might add up to $241,000, includ-

ing salary and bonuses.
And some sites are now emulat-

ing features found on social-network-
ing sites: CareerBuilder.com in Febru-
ary launched BrightFuse.com, where
professionals can network and inter-
act with one another. A Career-
Builder.com spokesman says Bright-
Fuse.com will add new features next
year to highlight each member’s
skills, such as allowing writers to up-
load samples of their work.

One thing career sites haven’t
been able to perk up for job seekers
is the total number of job listings.
As of earlier this month, the number
of job listings on Dice.com was

down 9% for the year so far, com-
pared with the same period in
2007, says a spokeswoman, who
declined to reveal underlying
numbers. At Indeed.com, the
number of open positions has
stayed flat at about five million
jobs over the past year, says In-
deed.com Chief Executive Paul
Forster.

“It’s very much a mixed pic-
ture” out there jobwise, says Mr.
Forster. “There’s a lot of weak-
ness in certain areas, such as in
the mortgage, retail, financial,
construction and hospitality in-
dustries. But some areas like de-
fense and health care are strong.”

Marc Hirsch, who started
looking for a new job six months
ago, says many features on the
job sites helped him. The
Roanoke, Va., resident, who has
a background as a chemist, used
LinkedIn, CareerBuilder.com
and Indeed.com to get job alerts
sent to him and liked how many
of the listings came with salary
information and estimates.
“There was a lot of garbage that
came back” through the online
searches “but some quality op-
portunities too,” says the
52-year-old.

Ultimately, though, the job
sites proved to be just a starting
point for him. Through one job
listing he found on a career Web
site earlier this year, Mr. Hirsch
got his résumé sent to General
Electric Co. While the company
didn’t have anything suitable at
the time, GE kept his name on file.

When a position as an applica-
tions engineer came open, GE
contacted him and he got the
post, he says.

Ryan Snook

Web shopping falls prey
to economic malaise

Goldman ends talks on Sanyo sale

By Christopher Lawton

Nobody was expecting online
shopping to be immune from the
economic downturn, but most fore-
casts had been calling for at least a
smidgen of growth. Now, even that
hope is damped.

For the first 23 days of Novem-
ber, U.S. online sales declined 4% to
$8.2 billion from $8.5 billion the
same time last year, according to
market-research firm comScore Inc.
The firm projects that retail spend-
ing online in the months of Novem-
ber and December will total $29.2
billion, flat from the same period
last year—a dreary sign for online re-
tailers, many of which had grown ac-
customed to double-digit gains.

The figures follow numbers from
October, when online sales rose 1%

compared with a year earlier.
“The decline that we’re seeing is

unprecedented,” said Andrew Lips-
man, a senior manager at comScore.

ComScore attributed the sales
slowdown to factors including the vol-
atile stock market and weak job mar-
ket. Holding out hope, Mr. Lipsman
said that last year comScore saw con-
sumers wait until later in the season to
begin their holiday shopping online, in
the hope of scoring better deals.

“I think we can expect their
spending will pick up as we get later
into the season. That said, to expect
there is going to be strong growth
or even very positive growth at this
moment in time seems optimistic,”
Mr. Lipsman cautioned. Online sales
for the first 10 months of the year in-
creased 9% to $102.1 billion from a
year earlier, comScore said.

By Kenneth Maxwell

TOKYO—Panasonic Corp.’s ef-
forts to buy Sanyo Electric Co. have
stalled after major shareholder
Goldman Sachs Group Inc. ended ne-
gotiations to sell its major stake to
Panasonic, in what was once touted
as the first major consolidation in
Japan’s crowded consumer-elec-
tronics sector.

Goldman’s move follows what
analysts called a low-ball first offer
from Panasonic for Sanyo shares. A
Goldman representative walked
out of initial talks late Monday, ac-
cording to one person familiar with
the situation.

It also sets the scene for a pro-
tracted fight over exactly how much
the target is worth in a takeover bid
once valued at close to $9 billion.

“We’re no longer in talks with Pa-
nasonic on Sanyo,” a Goldman Sachs
spokeswoman said Wednesday. She
declined to comment on the bank’s

future plans for its stake in Sanyo.
Officials at Panasonic and Sanyo

declined to comment Wednesday.
Panasonic Monday offered a

group of three Sanyo investors, in-
cluding Goldman, 120 yen ($1.26) a
share, one person familiar with the
situation said. The group—also com-
prising Japanese finance houses
Sumitomo Mitsui Banking Corp.
and Daiwa Securities SMBC Co. —
holds preferred shares equivalent
to a 70% stake in Sanyo. The shares
are due for conversion into common
stock next spring.

Daiwa Securities SMBC sepa-
rately said Wednesday the Pana-
sonic offer “would not appropri-
ately reflect Sanyo’s value.”

That 120-yen price is well below
Sanyo’s current market value. While
the Nikkei 225 Stock Average closed
off 1.3%, Sanyo shares ended
Wednesday at 150 yen, down 3.8%,
valuing the company at 281 billion
yen—or about $2.9 billion—not in-

cluding the preferred stock.
But 120 yen is also well above

the level at which the trio entered
the company when they bought the
preferred shares at 70 yen apiece
in a bailout package arranged in
2006 when Sanyo was struggling.
The group paid 300 billion yen for
the stock.

Goldman Sachs and Daiwa Secu-
rities SMBC each own 41.7% of
Sanyo’s preferred shares, with Sumi-
tomo Mitsui holding 16.6%.

That gives both Goldman and
Daiwa Securities SMBC a strong
hand in negotiations: One person fa-
miliar with the situation said
Wednesday that the U.S. bank is
looking for something closer to 250
to 300 yen for its shares. This would
reflect both the stock’s value as a
turnaround story and a takeover pre-
mium of about 30% above the levels
at which Sanyo has traded recently.
 —Juro Osawa contributed

to this article.
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Rio Tinto won’t issue stock to refinance debt

By Andrew Batson

China’s steel industry, which in
the boom of the past few years has
become the biggest in the world, is
now facing a long, cold winter.

Demand is declining both in the
home market and abroad. China’s
steel exports, which had been ex-
panding at an extraordinary pace
of 60% a year, are now falling. Weak-
ening Chinese exports of home ap-
pliances and machinery have cut de-
mand for steel, as has a collapse in
the Chinese housing market that
triggered sharp declines in con-
struction.

The current downturn is the
sharpest and deepest for China’s
steel industry in at least a decade,
with its output plunging 17% in Oc-
tober. Some executives don’t think
the boom times will ever return.

“We think that the era of high
profits for steel companies has al-
ready come to an end,” said Yang
Siming, chairman of Nanjing Iron
& Steel Group, a midsize producer
based in eastern China.

Because China’s steel industry
grew so rapidly in recent years—it
is now five times bigger than it was
during the last contraction, produc-
ing more than a third of the world’s
steel—the downturn is being felt
throughout China and across the
world.

Big miners like BHP Billiton and
Rio Tinto have been hammered by
the collapse in Chinese demand for
iron ore and other minerals used in
steel, as have producers of coal,
which steelmakers consume rap-
idly. With prices and shipments for
key products declining, BHP is now
focusing on preserving its finances,
and on Tuesday the company aban-
doned its bid to take over Rio Tinto.

Waning demand has also
pushed steelmakers in other Asian
nations to cut back production as
well as prices, as they welcome
BHP’s latest decision regarding Rio
Tinto.

Japan’s Nippon Steel Corp., the
world’s second-biggest steelmaker
by output after ArcelorMittal, said
it will extend production cutbacks
to more than two million metric
tons in its fiscal second half
through March from one million
tons, and didn’t rule out more cuts
in the future. President Shoji Mu-
neoka said the Japan Iron and Steel
Federation has “strongly insisted
that a takeover of Rio Tinto by BHP
would hinder healthy competition
in the market for steel materials.
So, we welcome that BHP has practi-
cally dropped the takeover plan af-
ter the EU commission sent them a
letter to oppose it.”

Taiwan’s China Steel Corp.,
which sells as much as 75% of its
production in the domestic market,
said it will cut domestic steel prices
in the first quarter of 2009. The
price cuts, to be announced
Wednesday, will be the first in
nearly three years following 11 con-
secutive quarters of price in-
creases.

China Steel Chairman Chang
Chia-Juch said BHP Billiton’s deci-
sion to drop its takeover bid for Rio
Tinto is “very good for the steel in-
dustry,” as it will ensure more com-
petitive pricing of raw materials
such as iron ore.

China Steel also said it expects
2008 production to be as much as

10% below last year’s production of
10.19 million tons, and plans to
push forward a maintenance shut-
down at one of its blast furnaces to
the first quarter, essentially cut-
ting output by another 25% during
the quarter.

In India, steel prices have come
down by about one-third since July
and have halved since the begin-
ning of the year.

Indian steel companies includ-
ing state-run Steel Authority of In-
dia cut prices between 15% and 20%
earlier this month and analysts feel
another cut is likely soon.

Steel imports, meanwhile,
slowed in October, down to one-
third from the previous month, In-
dian government data showed. Ana-
lysts said imports are still cheaper
than local steel by about 5% to 10%
as China’s steel prices have
slumped in the past couple of
months.

The current downturn also
means reduced business for the
ports, railways and shipping lines
that carry such commodities like
coal and iron ore. The Baltic Dry In-
dex, a global measure of costs for
transporting bulk goods, is already
down more than 90% from its levels
in June this year, in large part be-
cause of lower expectations for Chi-
nese demand.

A retrenchment in the steel in-
dustry could help shift the profile
of China’s economy, which has been
focused on energy-guzzling heavy
industry in recent years. The expan-
sion of steel production has under-
pinned China’s transformation into
an industrial giant, but it also has
been a big contributor to the surge
in the nation’s use of coal and oil

and its emissions of pollutants and
greenhouse gases. A smaller steel
industry could mean a cleaner,
more efficient China that is less of a
strain on the world’s resources.

“If steel production growth
slows from recent trends to below
10% and the sector sees some
healthy consolidation, by 2012
China will have saved more than
one billion tons of coal and cut a
France-sized hole in its annual car-
bon-dioxide emissions bill,” said
Trevor Houser, an energy analyst
with Rhodium Group.

When the current crunch ends
largely will depend on how quickly
housing and infrastructure con-
struction recover, something the
government is trying to speed up
with a huge stimulus package an-
nounced earlier this month. But the
crunch is already causing strain: Al-
most all producers are cutting pro-
duction and scaling back their once-
ambitious plans.

Mr. Yang’s company, based in
the outskirts of the eastern city of
Nanjing, started seeing demand for
steel weaken in July, and began cut-
ting some output in August. Al-
though Nanjing Steel has been re-
ducing inventory and trimming
raw-material purchases, monthly
profit has collapsed to about 50 mil-
lion yuan ($7.3 million) in October
from more than 400 million yuan in
June, Mr. Yang said.

China’s steel industry today is
highly fragmented, rife with
weaker players that have survived
only because of soaring growth.
Mr. Yang and other steel executives
think that a shakeout is coming
that will weed those companies
out, and ultimately strengthen the

industry. “Some small companies
will not survive,” said Mr. Yang. “I
think that this adjustment is neces-
sary. Otherwise companies will just
continue expanding without limit,
and things would be even worse
later on.”

The China Iron & Steel Associa-
tion says that 23 of the steel compa-
nies it tracks lost money in Septem-
ber, and the industry’s average
profit margin fell to 1.4% from 7.6%
in the first half of this year.

U.S. industry and government of-
ficials have long argued that Chi-
na’s steel industry has expanded
too much, too fast, thanks to lax
government policies that allowed
both efficient and inefficient pro-
ducers to get bigger. The current
downturn might simply cause tem-
porary closures by small mills that
will come back when times are
good. But Chinese officials pri-
vately agree with the need for real
consolidation, and could take this
opportunity to force mergers of
steel companies, many of which are
at least partially state-owned.

“The government has wanted to
consolidate the industry, but while
all the companies were making prof-
its they haven’t been able to do it,”
says Michael Komesaroff of Uranda-
line Investments, an Australian
commodities consultancy. He notes
that in Japan, the top five compa-
nies together account for 80% of
the nation’s steel output, while in
China, you have to add together the
top 66 companies to get to 80% of
the market.

“Now that margins for the small
players are so thin, or even nega-
tive, everyone will want to consoli-
date,” he says. “This downturn

gives China a chance of producing a
genuine global champion in the
metals industry.”

Nanjing Steel’s Mr. Yang wants
to make sure his company is among
those left standing. Nanjing Steel is
only a midsize company by China’s
current standards, but it ranks
53rd in the world in terms of annual
output, making it bigger than some
U.S. steelmakers like AK Steel Hold-
ing Corp. of Ohio and Steel Dynam-
ics Inc. of Indiana.

The Chinese company prides it-
self on producing higher-quality
product than most in the industry—
its steel has gone into the iconic
“Bird’s Nest” Olympic stadium in
Beijing, as well as a wind farm in
Wisconsin—and thinks it could ben-
efit from consolidation.

“There is still room for some
companies—those with good prod-
ucts and a higher level of manage-
ment—to make an appropriate
profit,” he says. Nanjing Steel
doesn’t rule out the possibility of
buying up some financially dis-
tressed competitors next year, he
says.

Some combinations have al-
ready started. The local govern-
ment in Shandong province earlier
this year arranged the merger of
two firms, Jinan Iron & Steel and
Laiwu Steel Group. Officially, the
policy is to support consolidation
in the steel industry, though in a
way that avoids large-scale layoffs.

Beijing is concerned about wid-
ening unemployment, one factor
that could weigh against rapid con-
solidation. But Assistant U.S. Trade
Representative Tim Stratford, who
visited Beijing in October for trade
talks on steel, said Chinese officials
were asking about U.S. retraining
programs for laid-off steelworkers.

“They recognize it’s cheaper to
assist displaced workers than to
subsidize ongoing operations of
steel plants,” he said.

The total output of China’s steel
industry is likely to shrink margin-
ally this year, perhaps by 1% to 2%,
and be roughly flat in 2009, accord-
ing to industry executives and ana-
lysts. But coming after seven
straight years of growth more than
15%, that is a sharp correction.

“A decrease would be pretty rad-
ical,” says Mr. Stratford. “They
haven’t planned for that.”
 —Yuzo Yamaguchi,

Alex Pevzner, Arpan Mukherjee
and Miho Inada

contributed to this article.

China’s steel industry faces slowdown
After years of rapid growth, production retreats as global economic woes put a deep dent in metal demand

By Elisabeth Behrmann

And Cynthia Koons

SYDNEY—Rio Tinto Ltd. Chair-
man Paul Skinner Wednesday dis-
missed concerns about the compa-
ny’s US$42 billion debt burden and
said Rio won’t issue equity to ad-
dress a medium-term refinancing re-
quirement of US$9 billion.

BHP Billiton decision to with-
draw a hostile takeover bid for Rio
Tinto intensified the spotlight on
Rio’s debt, mostly accrued for the
US$38 billion acquisition of Cana-
dian aluminum producer Alcan.

Those concerns helped push
down Rio Tinto’s share price on the

Australian Stock Exchange, where it
ended down 34% at A$42.01 Wednes-
day.

Ratings agency Moody’s
Corp. added to the pressure
on Rio Tinto, placing its A3
senior unsecured rating un-
der review for a possible
downgrade. Following
news of BHP stepping away
from its bid, Moody’s said it
is closely watching how the
group manages cuts to capi-
tal expenditure and maxi-
mizing cash generation, as
well as reducing its debt
over next the next 12 months.

Mr. Skinner said Rio Tinto has

US$7 billion of untapped facilities in
order to help pay down a term loan

of US$9 billion maturing in
October 2009. He also said
that average interest rates
on its debt are low.

“Our interest costs on
our current debt are at an
average rate which is as
low as 2.85%. So this is not
something with which we
feel uncomfortable,” Mr.
Skinner said.

“We are comfortable
with our financial posi-
tion, we’re confident that

our debt position is manageable, we
have very strong cash flows and we

have a number of other ways of man-
aging our debt position.”

The company is still committed
to an asset sale process that stalled
in recent months as the credit crisis
extinguished potential buying inter-
est, he said.

BHP cited concerns about the
ability to divest some of Rio’s non-
core assets in stepping away from
the bid. The market applauded
BHP’s decision to walk away and its
shares ended in Sydney 3.9% higher
at A$27.25.

Mr. Skinner also dismissed spec-
ulation that Rio Tinto is courting in-
vestors to take a stake in the com-
pany.

Paul Skinner

CORPORATE NEWS

Sources: Rhodium Group;
National Bureau of Statistics
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China's steelmakers, like Kunming Iron & Steel Co., 
whose workshop is shown above, face the sharpest 
downturn in at least a decade.
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A rough economic ride in collectible cars
Demand for vintage
is starting to skid;
selling their Ferraris

China postpones its
annual summit with
the EU. Page 31

How important is
socializing at work?
WSJ.com/Juggle

By Jonathan Welsh

F
OR SOME, the first sign of
trouble was a Daytona
Spyder. When one of
these rare early-1970s Fer-
rari sports cars turns up

at an auction, high-end collectors
typically bid aggressively, even
fiercely, to acquire it. But at a recent
sale in California, one Spyder failed
to fetch the minimum bid.

In recent years, the vintage car
market has soared, led by the
priciest European models. But now,
as the economy worsens to the point
where even the wealthiest collectors
feelpinched, demand formillion-dol-
lar sports cars is starting to skid.

Dealers, auction-company execu-
tives and others in the business ac-
knowledge the downturn but say
that, until recently, it has mainly af-
fected the low end of the market: cars
costing up to about $100,000, many of
them American models. And while
some insist that Ferraris, Mercedes-
Benzes and Alfa Romeos are still hold-
ing their value, an increasing num-
ber of sellers are looking to unload
their cars in a hurry to raise cash af-
ter losing their jobs, or a large
chunk of their wealth in the stock-
market plunge, say car auctioneers
and others.

Recently, two of Michael Shee-
han’s clients came to him looking
to sell their Ferraris in a hurry—an
unusual request. “They needed
cash now,” says Mr. Sheehan, a
longtime Ferrari broker in New-

port Beach, Calif. The cars, a
$110,000 1982 Berlinetta Boxer and
a $950,000 1972 Daytona Spyder,
wound up selling for about 25%
less than they would have sold for
just a few months ago.

Both sellers themselves were in
hammered industries: One was a
home builder from Chicago, and the
other a former Lehman Bros. execu-
tive from New York.

Mr. Sheehan says he and others
saw it as a bad omen when the Day-
tona Spyder failed to sell during an
annual weekend of car shows, auc-
tions and racing events on Califor-
nia’s Monterey Peninsula in August.
The event attracts some of the most

sought-after cars and well-to-do col-
lectors, and sales this year included
several record prices.

Surprisingly, though, there were
four Daytona Spyders—which are
sleek, shapely two-seat convert-
ibles—up for sale this year by three
auction companies. That’s consid-
ered too many for a car of which
only about 120 were made. While
one sold for about $1.5 million, two
others sold for between $1 million
and $1.1 million. The fourth failed to

sell because bids fell short of the re-
serve price.

“Monterey was the swan song,”
Mr. Sheehan says. “Since then the
Ferrari market has fallen 20% to
30%.”

There were other signs of trouble
at the summer auto auctions. Mike
Regalia was at an auction in Pebble
Beach, Calif., in August when bid-
ding began for a Porsche that once
belonged to actor Steve McQueen.
The auction house’s estimate was
$125,000 to $175,000,though Mr. Re-
galia, a Sun Valley, Calif., collector
who also restores vintage cars, says
he thought it would fetch at least
$200,000. After all, collectors have

paid outlandish sums recently for
the late actor’s property.

Bidding on the Porsche slowed
just above $100,000.

“I realized that the car wasn’t go-
ing to get anywhere near the number
I expected,” he says. So he wound up
bidding $125,000 and taking the car
home. “I hadn’t planned on bidding,
but I kept thinking, ‘These people
must be asleep,’ ” says Mr. Regalia.

Or maybe they just ran out of
money. Amid the broad economicde-

terioration of recent months, spend-
ing on extravagances like antique
cars has slowed. In many cases, peo-
ple can no longer afford even to keep
their collections, says David Good-
ing, president of Gooding & Co., a Los
Angeles car auction house.

In the past year, many collectors
who used home-equity loans or
other credit to buy the vintage con-
vertible or muscle car of their
dreams have had to sell as the hous-
ing and credit markets have de-
clined. The same factors have kept
new collectors from entering the
market. As a result, many staple col-
lector cars like 1957 Chevrolets,
1940 Fords and 1960s Pontiac GTOs

are selling for half what they com-
manded two or three years ago.

According to industry tracker
CNWResearch,long-establishedclas-
sic cars are also suffering. The price
of a 1934 Packard Touring is down
17% on average, compared with two
years ago. The 1957 Ford Thunder-
bird is down 15%, and the 1940 Ford
DeLuxe Coupe is down 40%.

Market watchers are bracing
themselves for the next big round of
high-end auto auctions in Scotts-

dale, Ariz., in January—long a collec-
tive barometer of the market’s con-
dition. Some fear that these auc-
tions may disappoint, much like this
month’s New York contemporary-
art sales by the Sotheby’s and
Christie’s auction houses. The Sothe-
by’s sale totaled $125 million, well
below the low estimate. The
Christie’s sale brought in $113.6 mil-
lion, or about half the low estimate.
At both auctions, about a third of
the lots failed to sell.

For some collectors, the down-
turn could be a good time to amass
a long-coveted vehicle or two—not
just because prices are often lower,
but because cars that weren’t for
sale before are suddenly available.
John McCue of Half Moon Bay, Ca-
lif., bought a 1958 Mercury Park
Lane last summer for $39,000. The
61-year-old retired software execu-
tive says it probably cost him about
5% less than the car’s value a year
earlier. But since he has pursued
the car for years, he knows the
former owner wouldn’t have sold it
then.

“There are those cars that you
think will never be for sale, the ones
the owners will take to their
graves,” he says. “Well, now a lot of
those cars are changing hands.”

While manyin the collecting busi-
ness say there will always be enough
wealthy people who want vintage
cars, others fear the market could be
headed for a repeat of its last crash in
1989, when speculators who had no
particular interest in vintage cars
drove a steep, if fleeting, run-up in
prices. Today, more of the buyers are
car lovers, but speculation under-
pins their motives as well.

“The love of cars never out-
weighs the love of money,” Mr. Good-
ing says.

With times tight, even lawyers are getting outsourced

Job sites are stepping up to meet the
challenge as laid-off workers flock to the
Web in search of opportunities. Page 30
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As the economic crisis deepens in
the U.S., some lawyers are making out
well—in India.

At the Mumbai subsidiary of out-
sourcer Pangea3 LLC, rows of Indian
lawyers at new computers pore over
contracts, covenants and other finan-

cial documents. They’re working for
Wall Street banks fighting lawsuits
filed in the U.S. by homeowners, inves-
tors and shareholders after the
subprime-mortgage crunch.

As the ailing U.S. economy
prompts companies to cut costs, it
also has spawned legal problems. As a
result, clients are pressuring the law
firms they hire to trim fees.

That means more routine work
like legal research, due diligence and
document review is being done in In-
dia at roughly half the cost as in the
U.S., outsourcers say. Starting associ-
ates at big U.S. firms often bill more
than $200 an hour. But an experi-

enced lawyer in India bills at $75 to
$100 an hour, roughly the bottom rate
for some U.S. paralegals.

Legal outsourcing in India cur-
rently draws around $250 million in
annual revenue, analysts estimate.
That’s a tiny portion of the $40 billion
in revenue for India’s technology-out-
sourcing firms. But legal outsourcing
is growing quickly, while tech-out-
sourcing firms are struggling to
grow.

Many important tasks, such as ap-
pearing in court or handling witness
depositions, can’t be outsourced.
Still, “we have only seen the begin-
ning,” says Sanjay Kamlani, co-chief
executive of Pangea3, which is based
in New York. “There will be a lot more
work coming.” The firm has 390 em-
ployees, mostly lawyers, in India.

The nature of the work already
has changed. When Ankita Mullick
joined Pangea3 three years ago from
a Mumbai law firm, she spent time re-
searching U.S. laws on drug labeling.
This year, she has done work for
banks on auction-rate securities,

which have been a factor in the crisis
on Wall Street. “The sophistication is
increasing,” says Ms. Mullick.

It helps that Indian and American
law both are grounded in the British
legal system, Mr. Kamlani says.

Pangea3 says it doubled revenue
in the last six months from a year ear-
lier, though it declines to reveal spe-
cific figures. Rival Computer Patent
Annuities Ltd., with offices in Noida
outside New Delhi, plans to have
1,200 Indian lawyers on its payroll by
September 2009 and 2,000 by the sec-
ond half of 2010. CPA, based in the
British dependency of Jersey, cur-
rently has 450 Indian lawyers.

Forrester Research Inc., Cam-
bridge, Mass., estimates that 35,000
U.S. legal jobs will be moved offshore
by 2010 and 79,000 will move by
2015. That’s a small portion of the 1.2
million licensed lawyers in the U.S. as
of June, according to the American
Bar Association. But hiring is down
now for junior lawyers in the U.S. as
firms struggle with declining de-
mand, says Michael Short, a law-firm

consultant with Hildebrandt Interna-
tional Inc.

The outsourcing industry “has
built up now with cheap Indian law-
yers who are pretty smart doing the
sort of work done here by paralegals,”
says Talat Ansari, a partner at Kelley
Drye & Warren LLP in New York. He
says Kelley Drye uses lawyers in India
to review documents in litigation and
to standardize contracts.

Ajay Raju, a partner with Reed
Smith LLP in Philadelphia, says his cli-
ents increasingly ask about using In-
dian lawyers. He says Reed Smith
isn’t convinced legal outsourcers will
meet the firm’s standards or that out-
sourcers, which are subject to high
turnover, can adequately guard
against disclosing confidential client
information. Nevertheless, “in light
of this economic tsunami, I anticipate
stronger pressure…to cut legal costs
and find alternative ways to be more
efficient, including legal outsourc-
ing,” he says.

Legal outsourcers say they take
measures to ensure security, like us-

ing security badges to control access
and making sure computers stay put.
Most also require employees to sign
confidentiality agreements. Though
turnover rates are higher in India
than the U.S., outsourced attorneys
pose no greater risk than the tempo-
rary or contract attorneys that would
likely be used in the U.S., says Pan-
gea3’s Mr. Kamlani.

Mr. Ansari says that since Indian
lawyers often aren’t licensed in the
U.S., they must be closely supervised
by U.S. lawyers to comply with ethical
norms. As a result, some U.S. firms
may feel more comfortable using
American temporary or contract at-
torneys. But Mr. Ansari notes that
U.S. temp lawyers typically bill at
twice the rate of Indian attorneys.

QuisLex Inc., based in New York,
says it is gearing up for more work at
its Hyderabad, India, office stemming
from the U.S. government bailout of
Wall Street. Already this year, the
firm has helped U.S. companies fac-
ing regulatory investigations about
subprime mortgages.

Prices are dropping for a range of vintage
cars such as the Mercedes-Benz 300SL
Gullwing, left, and the Ferrari 365 GTS/4
Daytona Spider, above.

By Niraj Sheth in Mumbai and
Nathan Koppel in New York
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In the last few days, the world’s financial markets have experienced

unprecedented volatility. Financial institutions and indeed countries the

world over have been impacted.
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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.

3.77% 9 World -a % % 160.27 0.29% –46.7% 5.57% 12 U.S. Select Dividend -b % % 560.84 –1.68% –35.4%

2.98% 12 Global Dow 1022.50 –0.25% –41.8% 1409.36 –0.32% –48.8% 4.77% 12 Infrastructure 1225.40 –0.58% –33.3% 1516.34 –0.65% –41.3%

4.69% 9 Stoxx 600 198.80 0.04% –45.4% 191.47 –0.70% –52.3% 2.73% 7 Luxury 566.60 –0.64% –49.4% 623.44 –0.71% –55.5%

4.80% 9 Stoxx Large 200 217.70 0.01% –44.7% 208.47 –0.72% –51.7% 2.55% 8 BRIC 50 243.50 2.71% –53.5% 301.27 2.64% –59.1%

3.93% 9 Stoxx Mid 200 167.70 0.15% –47.7% 160.54 –0.58% –54.3% 7.92% 3 Africa 50 612.10 0.69% –42.8% 504.21 0.62% –49.7%

4.54% 8 Stoxx Small 200 99.20 0.28% –51.6% 94.99 –0.46% –57.7% 10.98% 5 GCC % % 1466.33 –0.36% –43.3%

4.78% 8 Euro Stoxx 216.70 –0.48% –47.1% 208.69 –1.21% –53.8% 4.49% 9 Sustainability 651.90 –0.97% –41.9% 713.21 –1.19% –48.9%

4.88% 8 Euro Stoxx Large 200 234.10 –0.51% –47.2% 223.99 –1.24% –53.8% 2.98% 10 Islamic Market -a % % 1391.15 0.62% –41.7%

4.10% 9 Euro Stoxx Mid 200 193.10 –0.32% –46.1% 184.73 –1.06% –52.9% 3.19% 10 Islamic Market 100 1485.00 –0.43% –27.9% 1646.95 –0.66% –36.7%

4.72% 8 Euro Stoxx Small 200 112.20 –0.24% –49.4% 107.26 –0.98% –55.8% 6.68% 5 Islamic Turkey -c 1755.20 % –39.2% % %

9.99% 5 Stoxx Select Dividend 30 1194.60 1.10% –60.3% 1318.08 0.36% –65.3% 2.96% 12 Wilshire 5000 % % 8451.98 –0.78% –43.0%

8.25% 5 Euro Stoxx Select Div 30 1315.60 0.32% –58.7% 1457.12 –0.42% –63.9% % DJ-AIG Commodity 130.50 1.76% –22.0% 122.20 1.01% –31.9%

*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 1.5417 2.3707 1.2813 0.1913 0.0561 0.2197 0.0162 0.3996 1.9846 0.2663 1.2489 ...

 Canada 1.2344 1.8982 1.0259 0.1532 0.0450 0.1759 0.0130 0.3199 1.5890 0.2132 ... 0.8007

 Denmark 5.7892 8.9023 4.8115 0.7184 0.2108 0.8252 0.0609 1.5004 7.4524 ... 4.6899 3.7552

 Euro 0.7768 1.1946 0.6456 0.0964 0.0283 0.1107 0.0082 0.2013 ... 0.1342 0.6293 0.5039

 Israel 3.8585 5.9333 3.2068 0.4788 0.1405 0.5500 0.0406 ... 4.9670 0.6665 3.1258 2.5028

 Japan 95.0000 146.0862 78.9561 11.7895 3.4595 13.5407 ... 24.6213 122.2935 16.4099 76.9605 61.6217

 Norway 7.0159 10.7887 5.8310 0.8707 0.2555 ... 0.0739 1.8183 9.0316 1.2119 5.6837 4.5509

 Russia 27.4610 42.2282 22.8233 3.4079 ... 3.9141 0.2891 7.1171 35.3505 4.7435 22.2464 17.8126

 Sweden 8.0580 12.3912 6.6971 ... 0.2934 1.1485 0.0848 2.0884 10.3731 1.3919 6.5279 5.2268

 Switzerland 1.2032 1.8502 ... 0.1493 0.0438 0.1715 0.0127 0.3118 1.5489 0.2078 0.9747 0.7805

 U.K. 0.6503 ... 0.5405 0.0807 0.0237 0.0927 0.0068 0.1685 0.8371 0.1123 0.5268 0.4218

 U.S. ... 1.5377 0.8311 0.1241 0.0364 0.1425 0.0105 0.2592 1.2873 0.1727 0.8101 0.6486

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.
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Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

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

Corn (cents/bu.) CBOT 371.00 0.50 0.13% 816.00 352.25
Soybeans (cents/bu.) CBOT 886.00 3.00 0.34 1,649.00 799.50
Wheat (cents/bu.) CBOT 554.00 1.25 0.23 1,275.00 515.25
Live cattle (cents/lb.) CME 88.150 0.825 0.94 117.650 83.800
Cocoa ($/ton) ICE-US 2,221 78 3.64 3,228 1,884
Coffee (cents/lb.) ICE-US 116.30 1.90 1.66 181.60 110.10
Sugar (cents/lb.) ICE-US 11.81 0.20 1.72 15.85 9.89
Cotton (cents/lb.) ICE-US 46.55 2.80 6.40 100.41 39.23
Crude palm oil (ringgit/ton) MDEX 1,598.00 78 5.13 2,737 1,335
Cocoa (pounds/ton) LIFFE 1,480 49 3.42 1,670 992
Robusta coffee ($/ton) LIFFE 1,967 57 2.98 2,747 1,580

Copper (cents/lb.) COMEX 169.15 3.75 2.27 398.40 152.50
Gold ($/troy oz.) COMEX 811.30 –9.20 –1.12% 1,045.00 688.00
Silver (cents/troy oz.) COMEX 1026.90 –3.60 –0.35 2,122.50 851.00
Aluminum ($/ton) LME 1,785.00 –13.00 –0.72 3,340.00 1,785.00
Tin ($/ton) LME 13,000.00 305.00 2.40 25,450 11,200
Copper ($/ton) LME 3,789.50 189.50 5.26 8,811.00 3,470.00
Lead ($/ton) LME 1,189.00 –6.00 –0.50 3,460.00 1,160.00
Zinc ($/ton) LME 1,266.00 46.00 3.77 2,840.00 1,095.00
Nickel ($/ton) LME 10,400 75 0.73 33,600 9,000

Crude oil ($/bbl.) NYMEX 54.44 3.67 7.23 148.35 48.25
Heating oil ($/gal.) NYMEX 1.7616 0.0547 3.20 4.3193 1.6514
RBOB gasoline ($/gal.) NYMEX 1.2008 0.0829 7.42 3.5770 1.0239
Natural gas ($/mmBtu) NYMEX 6.878 0.492 7.70 14.546 0.117
Brent crude ($/bbl.) ICE-EU 55.97 3.64 6.96 150.48 49.13
Gas oil ($/ton) ICE-EU 552.00 12.75 2.36 1,366.50 520.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Nov. 26
Per In

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

Argentina peso-a 4.3076 0.2321 3.3463 0.2988

Brazil real 2.9862 0.3349 2.3198 0.4311

Canada dollar 1.5890 0.6293 1.2344 0.8101
1-mo. forward 1.5897 0.6291 1.2349 0.8098

3-mos. forward 1.5874 0.6300 1.2331 0.8110
6-mos. forward 1.5845 0.6311 1.2309 0.8124

Chile peso 851.10 0.001175 661.15 0.001513
Colombia peso 2978.27 0.0003358 2313.58 0.0004322

Ecuador US dollar-f 1.2873 0.7768 1 1
Mexico peso-a 17.0451 0.0587 13.2410 0.0755

Peru sol 3.9861 0.2509 3.0965 0.3229
Uruguay peso-e 30.477 0.0328 23.675 0.0422

U.S. dollar 1.2873 0.7768 1 1
Venezuela bolivar 2.76 0.361766 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9846 0.5039 1.5417 0.6487
China yuan 8.7903 0.1138 6.8285 0.1464

Hong Kong dollar 9.9850 0.1002 7.7566 0.1289
India rupee 63.3416 0.0158 49.2050 0.0203

Indonesia rupiah 15544 0.0000643 12075 0.0000828
Japan yen 122.29 0.008177 95.00 0.010526

1-mo. forward 122.16 0.008186 94.90 0.010538
3-mos. forward 121.71 0.008216 94.55 0.010576

6-mos. forward 121.20 0.008251 94.15 0.010621
Malaysia ringgit-c 4.6632 0.2144 3.6225 0.2761

New Zealand dollar 2.3444 0.4266 1.8212 0.5491
Pakistan rupee 100.989 0.0099 78.450 0.0127

Philippines peso 63.290 0.0158 49.165 0.0203
Singapore dollar 1.9459 0.5139 1.5116 0.6616

South Korea won 1902.95 0.0005255 1478.25 0.0006765
Taiwan dollar 42.809 0.02336 33.255 0.03007
Thailand baht 45.397 0.02203 35.265 0.02836

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

Euro zone euro 1 1 0.7768 1.2873

1-mo. forward 1.0006 0.9994 0.7773 1.2865

3-mos. forward 1.0006 0.9994 0.7773 1.2866

6-mos. forward 1.0008 0.9992 0.7774 1.2863

Czech Rep. koruna-b 24.947 0.0401 19.379 0.0516

Denmark krone 7.4524 0.1342 5.7892 0.1727

Hungary forint 261.61 0.003823 203.22 0.004921

Norway krone 9.0316 0.1107 7.0159 0.1425

Poland zloty 3.7688 0.2653 2.9277 0.3416

Russia ruble-d 35.351 0.02829 27.461 0.03642

Slovak Rep. koruna 30.3043 0.03300 23.5410 0.04248

Sweden krona 10.3731 0.0964 8.0580 0.1241

Switzerland franc 1.5489 0.6456 1.2032 0.8311

1-mo. forward 1.5458 0.6469 1.2008 0.8328

3-mos. forward 1.5398 0.6494 1.1961 0.8360

6-mos. forward 1.5340 0.6519 1.1917 0.8392

Turkey lira 2.0334 0.4918 1.5796 0.6331

U.K. pound 0.8371 1.1946 0.6503 1.5377

1-mo. forward 0.8373 1.1943 0.6504 1.5375

3-mos. forward 0.8367 1.1952 0.6499 1.5386

6-mos. forward 0.8363 1.1958 0.6496 1.5393

MIDDLE EAST/AFRICA
Bahrain dinar 0.4852 2.0609 0.3769 2.6529

Egypt pound-a 7.1059 0.1407 5.5200 0.1812

Israel shekel 4.9670 0.2013 3.8585 0.2592

Jordan dinar 0.9111 1.0976 0.7078 1.4129

Kuwait dinar 0.3511 2.8485 0.2727 3.6669

Lebanon pound 1932.24 0.0005175 1501.00 0.0006662

Saudi Arabia riyal 4.8293 0.2071 3.7515 0.2666

South Africa rand 12.7781 0.0783 9.9263 0.1007

United Arab dirham 4.7284 0.2115 3.6731 0.2722

SDR -f 0.8616 1.1607 0.6693 1.4941
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 600 198.85 0.08 0.04% –45.5% –45.4%

 9 DJ Stoxx 50 2084.75 –0.65 –0.03% –43.4% –43.5%

 8 Euro Zone DJ Euro Stoxx 216.74 –1.04 –0.48 –47.8% –47.1%

 9 DJ Euro Stoxx 50 2373.82 –12.08 –0.51 –46.0% –45.1%

 3 Austria ATX 1754.85 –43.01 –2.39 –61.1% –59.9%

 6 Belgium Bel-20 1809.26 –39.63 –2.14 –56.2% –55.8%

 7 Czech Republic PX 817.3 0.3 0.04 –55.0% –53.2%

 9 Denmark OMX Copenhagen 230.34 –1.53 –0.66 –48.7% –48.1%

 8 Finland OMX Helsinki 5470.24 –10.91 –0.20 –52.8% –53.3%

 7 France CAC-40 3169.85 –39.71 –1.24 –43.5% –43.0%

 10 Germany DAX 4560.50 0.08 unch. –43.5% –41.0%

 … Hungary BUX 11924.98 –56.28 –0.47 –54.5% –51.7%

 2 Ireland ISEQ 2472.58 7.43 0.30 –64.3% –64.2%

 6 Italy S&P/MIB 19901 123 0.62 –48.4% –48.3%

 4 Netherlands AEX 245.16 –0.68 –0.28 –52.5% –51.0%

 5 Norway All-Shares 259.77 3.54 1.38 –54.4% –54.0%

 17 Poland WIG 27246.38 14.13 0.05 –51.0% –51.2%

 9 Portugal PSI 20 6135.03 13.68 0.22 –52.9% –53.2%

 … Russia RTSI 658.63 –33.88 –4.9% –71.2% –69.6%

 7 Spain IBEX 35 8654.1 –42.5 –0.49 –43.0% –44.4%

 15 Sweden OMX Stockholm 193.51 –1.15 –0.59 –45.0% –45.3%

 11 Switzerland SMI 5498.56 20.17 0.37% –35.2% –36.4%

 … Turkey ISE National 100 24408.58 –16.01 –0.07 –56.1% –54.1%

 8 U.K. FTSE 100 4152.69 –18.56 –0.44 –35.7% –34.1%

 9 ASIA-PACIFIC DJ Asia-Pacific 83.69 –0.25 –0.30 –47.1% –46.9%

 … Australia SPX/ASX 200 3540.0 –83.4 –2.30 –44.2% –44.4%

 … China CBN 600 14764.71 79.62 0.54 –64.4% –58.5%

 8 Hong Kong Hang Seng 13369.45 490.85 3.81 –51.9% –51.2%

 10 India Sensex 9026.72 331.19 3.81 –55.5% –52.3%

 … Japan Nikkei Stock Average 8213.22 –110.71 –1.33 –46.3% –45.8%

 … Singapore Straits Times 1711.13 57.88 3.50 –50.6% –48.7%

 11 South Korea Kospi 1029.78 46.46 4.72 –45.7% –43.9%

 10 AMERICAS DJ Americas 214.63 2.23 1.05 –43.1% –42.7%

 … Brazil Bovespa 36821.38 2008.52 5.77 –42.4% –40.4%

 11 Mexico IPC 19685.10 387.47 2.01 –33.4% –32.8%

*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 25, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.

3.80% 10 ALL COUNTRY (AC) WORLD* 212.39 1.77%–47.3% –50.3%

3.70% 11 World (Developed Markets) 863.24 1.64%–45.7% –48.7%

3.40% 12 World ex-EMU 101.43 1.63%–44.0% –47.4%

3.50% 11 World ex-UK 860.93 1.62%–45.1% –47.9%

4.80% 9 EAFE 1,150.03 2.79%–49.0% –51.9%

4.20% 8 Emerging Markets (EM) 500.38 3.06%–59.8% –62.6%

5.30% 8 EUROPE 69.70 0.60%–45.3% –48.6%

5.80% 8 EMU 129.90 1.72%–53.6% –54.9%

5.20% 9 Europe ex-UK 75.70 0.59%–45.7% –48.2%

7.20% 7 Europe Value 77.85 1.58%–48.6% –52.8%

3.60% 10 Europe Growth 60.67 –0.30%–41.9% –44.4%

5.00% 8 Europe Small Cap 101.30 –0.05%–52.9% –58.7%

4.20% 5 EM Europe 174.77 4.45%–63.7% –63.2%

5.60% 7 UK 1,234.31 0.45%–35.7% –38.5%

5.30% 8 Nordic Countries 99.26 2.11%–51.9% –55.7%

3.20% 4 Russia 440.74 7.09%–70.7% –68.8%

4.90% 10 South Africa 528.02 4.27%–25.9% –31.4%

4.90% 9 AC ASIA PACIFIC EX-JAPAN 213.95 3.41%–59.6% –63.5%

2.80% 11 Japan 512.30 3.75%–45.5% –50.2%

3.70% 8 China 34.31 3.39%–59.8% –66.6%

1.80% 11 India 331.84 –2.02%–61.2% –59.0%

2.70% 8 Korea 271.41 1.55%–47.5% –51.4%

7.90% 8 Taiwan 159.98 3.12%–52.1% –58.0%

2.80% 15 US BROAD MARKET 921.90 0.84%–42.2% –45.3%

2.10% 28 US Small Cap 1,109.49 1.71%–44.1% –48.4%

3.70% 8 EM LATIN AMERICA 1,909.77 1.70%–56.6% –58.6%

*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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Tough choices await oil industry
Price drop may force
firms to prioritize
how to spend cash

By Russell Gold

Tough choices are looming for
the global oil industry as sinking en-
ergy prices force companies to re-
consider how they spend their
money. The new priority: Conserve
cash.

Just a few months ago, major oil
and natural-gas companies were
minting record profits as global en-
ergy demand boomed and crude-oil
prices climbed to $145 a barrel in
July. Oil companies didn’t have to
choose between paying down debt,
raising stock dividends, increasing
their cash balances or expanding
capital budgets. They could afford
to do it all simultaneously.

Now the world-wide economic
downturn is drying up demand for
oil and natural gas, dropping the
benchmark price for a barrel of oil
to less than $50 last week for the
first time since 2005. On Tuesday,
oil prices fell $3.73, or 6.8%, to settle
at $50.77 a barrel on the New York
Mercantile Exchange. Wednesday af-
ternoon, crude oil was up 51 cents to
$51.28.

If oil prices don’t rebound signifi-
cantly in the next few weeks, indus-
try experts expect oil companies, as
a first step, will take a scalpel to gen-
erous share-repurchase programs
that have helped cushion falling
stock prices in recent months.

Further cuts may be necessary.
Predicting oil prices in such a vola-
tile market is a perilous pastime,
but industry analysts have been
slashing price forecasts recently,
and some believe oil won’t rebound
soon. Calgary-based energy invest-
ment bank Tristone Capital on Tues-
day forecast oil prices would aver-
age $50 next year.

At that level, oil giants such as
Exxon Mobil Corp., Chevron Corp.
and ConocoPhillips will need to add
debt, spend their substantial cash
balances or cut other costs to fully
fund capital budgets and maintain
their dividends, according to a cash-
flow analysis by credit analysts at
Barclays Capital, the investment-
banking arm of British bank Bar-
clays PLC.

With plunging oil prices and a
global credit crisis, there is “no ques-
tion in our minds that [a] noticeable
slowdown will happen in [the]
worldwide energy biz,” wrote Hous-
ton-based investment boutique
TPH Energy in a note to investors.
“Fear + less cash flow = retrench-
ment.”

Even at $70 oil, Chevron and
some midsize companies such as

Marathon Oil Corp. and Suncor En-
ergy Inc. will need to make strategic
decisions about what to cut and
what to fund. In a recent research
note, Sanford C. Bernstein said that,
at $70 oil in 2009, “it is obvious”
that companies such as BP PLC, ENI
SpA, Royal Dutch Shell PLC and
ConocoPhillips “could struggle to
maintain the dividend and buy-back
levels,” while Exxon and StatoilHy-
dro ASA would face similar prob-
lems in 2010.

To manage their cash, some mid-
size energy companies have begun
trimming their capital-spending
plans. So far, the large global compa-
nies are maintaining planned spend-
ing, though they are delaying cer-
tain projects in the hope that con-
struction and engineering costs—
which have soared in recent years—
will come down as the industry ex-
pansion slows.

Energy companies already have
been pummeled by the broader

stock-market selloff and concerns
about falling oil prices. Shares of
Exxon and Chevron, the two largest
U.S.-based oil companies, are down
about 16% this year. This month, J.P.
Morgan slashed its projected earn-
ings next year for Exxon by 17% and
for Chevron by 26%.

To cope in the downturn without
cutting funding for projects ex-
pected to deliver future growth,
companies are most likely to spend
down their large cash reserves and
increase debt, said Jason Gammel,
an energy analyst with Macquarie
Securities. He noted that Exxon
could fund its capital spending for
1µ years with the $37 billion in cash
it reported at the end of September.

And while the credit crisis has
locked up debt markets for most in-
dustries, the strong balance sheets
forged in recent years by high oil
prices means “there would be
plenty of market appetite for inte-
grated oil debt if things got bad,” he

said.
Of course, if oil prices spike up-

ward again, as some analysts con-
tinue to predict, oil companies will
be able to ride out the current down-
turn with little fuss. Price forecasts
at Barclays see demand growth re-
turning to push prices back up to
$100 a barrel. Others, such as Tris-
tone Capital and Deutsche Bank, are
more bearish.

If the bearish forecasts are cor-
rect, oil companies will be forced to
act. There are a number of potential
barriers to higher oil prices: a deep
global recession; an inability of the
Organization of Petroleum Export-
ing Countries to cooperate in pro-
duction cuts; and political develop-
ments in the U.S. to promote invest-
ment in renewable energy, which
would put a damper on long-term
fossil-fuel prices.

Still, oil supply remains con-
strained and, if demand returns,
prices could head back up quickly. If
there is a broad move to defer
projects in coming months, concern
about the impact on future energy
supplies would grow. “At the end of
the day, this creates a potential for
serious price spikes when we come
out of the trough of the economic cy-
cle,” said Macquarie’s Mr. Gammel.

The steep drop in oil and natural-
gas prices already has had a dra-
matic effect on companies that are
smaller and have weaker financial
positions than the global oil titans.
These smaller companies, mainly
producers focused on natural gas or
high-cost production projects such
as Canada’s oil sands, already have
slashed capital spending to make
sure they aren’t spending more than
operations bring in. That is a depar-
ture from recent years, when many
of the companies spent heavily and
relied on debt and equity markets to
provide additional cash.
 —Ben Casselman contributed

to this article.

REUTERS NEWS SERVICE

THE HAGUE—European plane
maker Airbus has abandoned efforts
to find a market-based alternative to
its government development loans,
which dominate a major trans-Atlan-
tic trade row, a German official said
Wednesday.

The plane maker, which has never
publicly questioned the legitimacy of
loans that are opposed by the U.S.,
studied alternative ways of finding
the money from financial markets
but the credit crisis scuppered the
idea, the official said.

“They had ideas three or four
months ago for a more market-ori-
ented approach, but now there is no
money available,” said Peter Hintze,
Germany’s state secretary at the Fed-
eral Ministry of Economics and Tech-
nology. “The financial crisis pushed
everything back. Now we are looking
again at government loans,” he said,
speaking on the sidelines of a Euro-
pean space conference.

The loan system is at the center of
a heated World Trade Organization
dispute between the U.S. and the Eu-
ropean Union, with both sides accus-
ing the other of illegal aircraft subsi-
dies. The disagreement is expected to
come to a head at hearings scheduled
for next year.

Airbus, a unit of European Aero-

nautic Defence & Space Co., tradi-
tionally pays for up to a third of the
development of new plane projects
by tapping four European govern-
ments—Britain, France, Germany
and Spain—for loans, but is under
pressure from Washington to drop
the program. The U.S. says the loans
are made on preferable terms, some-
thing Airbus and European govern-
ments deny.

Europe in turn accuses Chicago-
based Boeing Co. of taking govern-
ment handouts for aviation indirectly
via its reliance on defense spending
as well as local tax breaks where its
plants are based.

Asked about Mr. Hintze’s com-
ments, Airbus spokesman Stefan
Schaffrath said: “We continue to con-
sider all sorts of options to ensure a
level playing field with Boeing.”

The direction of European fund-
ing is crucial as Airbus embarks on a
Œ10 billion ($13 billion) project to
build the midsized long-range A350,
a competitor to Boeing’s 787 Dream-
liner. While sticking to its position on
government loan financing, Airbus
has so far avoided inflaming the dis-
pute by saying how it plans to pay for
the plane.

Mr. Hintze said Germany was will-
ing to discuss financing for the A350
based on the same principles used for
its A380 superjumbo, provided the
move complied with WTO and Euro-
pean trade rules.

“We are willing to help with
launch aid which must be reimburs-
able. They pay back the loan as air-
craft are delivered and they pay inter-
est and an added risk supplement,”
he said.

Washington argues that the Euro-
pean system is illegal because Airbus
couldn’t reproduce the conditions it
obtains from European governments
by resorting to financial markets.

UAL gets cash-reserve cushion
By Susan Carey

Investors bid up shares of
United Airlines parent UAL Corp.
25% Tuesday amid falling oil prices
and news that the company
amended an agreement with its
main credit-card processor so it
doesn’t have to post additional cash
reserves if its liquidity declines.

The disclosure, made in a U.S. Se-
curities and Exchange Commission
filing, seemed to outweigh UAL’s
downbeat fourth-quarter revenue
guidance and estimate that it will
book a $232 million cash loss on fuel
hedges in the period.

The airline said it expects its
mainline unit revenue—the amount
taken in for each passenger flown a

mile, not including on commuter-air-
line affiliates—to show a decrease
of 0.9% to a gain of 1.1% in the fourth
quarter, compared with a year ear-
lier, after the impact of an account-
ing change. Some analysts had been
expecting more robust unit-revenue
gains, despite the troubled economy
and disappointing revenue guid-
ance from other airlines.

But drastically lower fuel prices
still are expected to more than make
up for weak traffic demand, setting
up the industry for profits next year,
according to some analysts. UAL es-
timates that each dollar decline in
the price of fuel saves it $60 million
annually. Oil, which hit $145 a barrel
four months ago, has traded around
$50 this week.

After Tuesday’s jump, UAL
shares were down 1.7% at $10.85 on
the Nasdaq Stock Market late
Wednesday.

Crude-oil for January delivery
rose $3.67 per barrel, or 7.2%, to
$54.44 on the New York Mercantile
Exchange. Four months ago, oil hit
$145 a barrel.

UAL, based in Chicago, said in
the SEC filing that it has begun modi-
fying its hedge portfolio to cap
losses related to further declines in
oil prices.

Falling oil prices have forced
UAL to raise the amount of collat-
eral it has put up to counterparties
in its hedging arrangements, to
cover potential fuel-hedge losses
that may occur when the contracts
settle. So its new arrangement with
J.P. Morgan Chase & Co., its largest
credit-card processor, gives it addi-
tional flexibility and allows United
to use unencumbered assets instead
of cash as collateral.

United said that until January
2010 it isn’t required to post or
maintain additional cash reserves
with Chase if its unrestricted cash
falls below $2.5 billion. In return,
UAL has granted Chase a security in-
terest in aircraft valued at $800 mil-
lion. The prior arrangement al-
lowed Chase to hold back escalat-
ing percentages of advance ticket
sales depending on the airline’s li-
quidity position.

CORPORATE NEWS

Trouble ahead? 
If crude-oil and natural-gas prices fell below the level shown for each company 
in 2009, the company would have to increase its debt or take other steps to 
balance its cash flow, after paying dividends and funding capital expenditures.
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Aircraft maker says
market-based loans
aren’t an alternative
in the credit crisis.

Airbus to stick
with funding
from government

A WSJ NEWS ROUNDUP

MUMBAI—Consumer-finance
company GE Money India, a unit of
General Electric Co.’s GE Money, is
looking at measures to cut costs and
restructure its business model to re-
spond to current financial-market
challenges, a spokeswoman said.

Amid the global financial crisis,
India’s economy is feeling the pain.
Consumers, who have only in recent
years begun to buy on credit, are fac-
ing debt, and lenders are feeling a

squeeze, too. Foreign lenders say
the environment has gotten tougher
and delinquencies are on the rise.

Now, GE Money is looking at “im-
proving efficiencies, tightening
credit and is taking the necessary
measures to reduce risk,” the
spokeswoman said.

GE Money in India has about 3.5
million customers. The firm cur-
rently has about 100 branches and
aims to close 40 of them by the end of
the year.

GE Money India plans cutbacksExecutive Travel Program

Guests and clients of
320 leading hotels and car
rental agencies receive
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 36.00 $28.39 1.10 4.03%
Alcoa AA 17.50 10.48 0.78 8.04%
AmExpress AXP 11.20 22.30 0.93 4.35%
BankAm BAC 113.30 15.43 0.63 4.26%
Boeing BA 5.50 41.28 1.10 2.74%
Caterpillar CAT 10.40 39.33 2.06 5.53%
Chevron CVX 15.90 79.93 3.40 4.44%
Citigroup C 368.80 7.05 0.97 15.95%
CocaCola KO 9.50 45.38 0.69 1.54%
Disney DIS 12.80 22.50 0.47 2.13%
DuPont DD 10.00 24.63 0.50 2.07%
ExxonMobil XOM 43.00 80.89 2.78 3.56%
GenElec GE 77.90 16.19 0.42 2.66%
GenMotor GM 100.10 4.81 1.25 35.11%
HewlettPk HPQ 20.40 35.21 1.61 4.79%
HomeDpt HD 22.40 23.55 1.30 5.84%
Intel INTC 63.70 13.97 0.84 6.40%
IBM IBM 7.40 81.67 1.02 1.26%
JPMorgChas JPM 52.70 30.62 0.85 2.86%
JohnsJohns JNJ 17.10 58.27 –0.43 –0.73%
KftFoods KFT 11.00 26.97 0.10 0.37%
McDonalds MCD 8.50 57.90 1.59 2.82%
Merck MRK 10.00 26.31 0.50 1.94%
Microsoft MSFT 59.60 20.49 0.50 2.50%
Pfizer PFE 39.90 16.07 0.13 0.82%
ProctGamb PG 13.40 63.16 –0.02 –0.03%
3M MMM 5.70 65.91 2.27 3.57%
UnitedTech UTX 7.80 47.73 0.60 1.27%
Verizon VZ 22.70 32.54 1.96 6.41%
WalMart WMT 22.20 56.69 2.01 3.68%

Dow Jones Industrial Average P/E: 18
LAST: 8726.61 s 247.14, or 2.91%

YEAR TO DATE: t 4,538.21, or 34.2%

OVER 52 WEEKS t 4,562.84, or 34.3%

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

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

Citi $137 4.2% 40% 11% 43% 6%

Credit Suisse 137 4.2% 42% 1% 44% 13%

JPMorgan 135 4.1% 28% 8% 62% 2%

Morgan Stanley 130 4.0% 38% 3% 58% 1%

UBS 126 3.8% 44% 7% 48% 1%

Merrill Lynch 113 3.5% 49% 4% 46% 1%

Goldman Sachs 92 2.8% 40% 2% 58% 1%

Deutsche Bank 84 2.6% 62% 9% 23% 6%

HSBC 77 2.3% 10% 43% 4% 43%

Source: Dealogic

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

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

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

Seat Pagine Gialle  "1,628" –149 –18 127 Rolls Royce  163 11 43 40

Lafarge 865 –54 221 228 Brit Amern Tob  160 11 21 32

Nielsen "1,010" –48 –13 76 Vattenfall AB 84 11 26 25

ISS Glob  729 –43 –48 –34 Bertelsmann AG 153 12 25 16

Kabel Deutschland  567 –41 –106 –156 WPP 2005  419 14 83 118

Colt Telecom Group 287 –38 –52 –146 Xstrata  1022 16 186 315

Rhodia "1,066" –25 187 91 Swiss Reins  510 18 31 108

PPR 613 –23 32 –29 Contl AG 939 22 235 368

Holcim  607 –20 70 144 Rep Iceland 1032 33 17 76

Pernod Ricard 658 –20 20 –4 Groupe Danone 138 38 48 38

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’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

BHP Billiton U.K. General Mining $39.7 11.55 9.90% –26.4% 33.3%

ArcelorMittal Luxembourg Iron & Steel 35.1 18.77 5.72 –61.3 ...

Anglo Amer U.K. General Mining 31.5 15.25 5.17 –48.4 –17.2

UBS Switzerland Banks 36.1 14.80 2.71 –69.5 –72.4

ABB Switzerland Industrial Machinery 28.5 14.75 2.36 –52.5 30.0

ING Groep Netherlands Life Insurance $15.7 5.86 –5.87% –77.5 –78.7

GDF Suez France Multiutilities 87.5 30.97 –5.48 –17.8 20.5

Barclays U.K. Banks 20.1 1.60 –4.19 –70.3 –72.2

GlaxoSmithKline U.K. Pharmaceuticals 94.9 10.79 –3.71 –13.0 –24.5

Koninklijke Philips Netherlands Consumer Electronics 17.4 12.90 –3.66 –55.1 –45.7

...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

L.M. Ericsson Tel B 20.8 56.00 2.19% –27.3% –57.6%
Sweden (Telecommunications Equipment)
Daimler 30.7 24.70 2.13 –63.8 –42.5
Germany (Automobiles)
HSBC Hldgs 130.3 7.04 2.07 –14.0 –24.0
U.K. (Banks)
Banco Santander 60.2 5.97 2.05 –56.0 –40.7
Spain (Banks)
Intesa Sanpaolo 36.6 2.40 1.91 –55.2 –41.6
Italy (Banks)
Nokia 54.5 11.12 1.55 –58.5 –23.3
Finland (Telecommunications Equipment)
Assicurazioni Genli 33.4 18.37 1.49 –41.2 –23.3
Italy (Full Line Insurance)
UniCredit 30.6 1.78 1.20 –68.9 –66.2
Italy (Banks)
Deutsche Telekom 62.5 11.12 1.14 –26.8 –21.1
Germany (Mobile Telecommunications)
Rio Tinto 25.7 15.67 1.10 –71.0 –33.0
U.K. (General Mining)
Novartis 117.5 53.40 0.66 –15.6 –22.4
Switzerland (Pharmaceuticals)
Astrazeneca 53.4 23.84 0.63 5.0 –10.6
U.K. (Pharmaceuticals)
Soc. Generale 23.7 31.13 0.61 –67.1 –66.9
France (Banks)
Vodafone Grp 113.4 1.27 0.56 –31.5 1.5
U.K. (Mobile Telecommunications)
Roche Hldg Pt. Ct. 95.8 163.80 0.49 –22.9 –17.1
Switzerland (Pharmaceuticals)
AXA 35.0 13.17 0.38 –51.7 –47.5
France (Full Line Insurance)
Deutsche Bk 16.6 24.23 0.10 –72.5 –70.9
Germany (Banks)
Telefonica 94.4 15.56 ... –31.5 23.9
Spain (Fixed Line Telecommunications)
Diageo 38.5 8.92 –0.11 –19.3 6.8
U.K. (Distillers & Vintners)
BNP Paribas 47.5 40.40 –0.37 –45.7 –39.4
France (Banks)

France Telecom 66.9 19.86 –0.40% –24.2% –6.6%
France (Fixed Line Telecommunications)
ENI 93.6 18.12 –0.49 –23.6 –21.2
Italy (Integrated Oil & Gas)
Iberdrola 37.2 5.78 –1.03 –48.0 3.5
Spain (Conventional Electricity)
Royal Bk of Scot 13.5 0.53 –1.12 –85.8 –88.5
U.K. (Banks)
Bayer 40.7 41.34 –1.12 –25.9 22.1
Germany (Specialty Chemicals)
Royal Dutch Shell 90.9 19.89 –1.22 –27.5 –23.9
U.K. (Integrated Oil & Gas)
Nestle 131.8 41.36 –1.24 –24.3 6.1
Switzerland (Food Products)
Total 126.0 41.23 –1.29 –24.1 –21.4
France (Integrated Oil & Gas)
BP 163.2 5.13 –1.49 –11.2 –19.1
U.K. (Integrated Oil & Gas)
SAP 43.4 27.00 –1.68 –22.2 –29.6
Germany (Software)
Siemens 55.1 46.78 –1.85 –53.4 –27.3
Germany (Electronic Equipment)
British Amer Tob 54.0 17.31 –1.87 –6.6 37.4
U.K. (Tobacco)
Allianz SE 31.7 54.35 –2.05 –60.9 –56.0
Germany (Full Line Insurance)
Credit Suisse Grp 29.7 31.50 –2.17 –52.6 –50.6
Switzerland (Banks)
E.ON 68.7 26.64 –2.45 –41.5 2.3
Germany (Multiutilities)
Sanofi-Aventis 71.5 42.17 –2.72 –33.2 –38.5
France (Pharmaceuticals)
BASF 29.9 24.50 –2.74 –47.5 –21.8
Germany (Commodity Chemicals)
Banco Bilbao Vizcaya 37.9 7.85 –2.85 –52.7 –47.7
Spain (Banks)
Unilever 39.2 17.75 –2.95 –26.8 –6.7
Netherlands (Food Products)
Tesco 35.1 2.90 –3.65 –39.8 –4.2
U.K. (Food Retailers & Wholesalers)

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 1.68 97.84% 0.01% 1.91 1.18 1.47

Eur. High Volatility: 10/1 3.97 92.77 0.02 4.19 2.16 3.10

Europe Crossover: 10/1 8.76 89.22 0.06 9.27 5.74 7.63

Asia ex-Japan IG: 10/1 3.77 92.73 0.02 6.63 1.99 3.61

Japan: 10/1 3.13 92.79 0.02 3.56 1.58 2.35

 Note: Data as of November 25

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Deere’s profit is declining
as farming slump takes root

Apparel firms get funding
Consumer cutbacks
took 3rd-quarter toll;
J. Crew trims outlook

EU drops antitrust case against E.ON

Tiffany net falls 57%
on weaker U.S. sales

CORPORATE NEWS

Tiffany & Co.’s 57% decline in third-quarter net reflects, among other things, weak
U.S. sales. The luxury jeweler also said it plans to cut staff.
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By Jennifer Saranow

Apparel retailers Talbots Inc.,
Chico’s FAS Inc., J. Crew Group Inc.
and Charming Shoppes Inc. took a
hit in the third quarter as consum-
ers cut spending, but Talbots and
Chico’s announced new credit lines
that improve their liquidity.

J. Crew, however, cut its guid-
ance for the year, saying it now ex-
pects earnings of $1.11 to $1.16 a
share, down from $1.44 to $1.54.
“We are not immune to the signifi-
cant challenges we are all facing in
retail,” Chief Executive Millard Drex-

ler said in a statement Tuesday.
Talbots Chief Executive Trudy

Sullivan said she wouldn’t provide
guidance for the fourth quarter “un-
til we are further into the period.”

Talbots said it “secured agree-
ments” from Mizuho Corporate
Bank Ltd. and Sumitomo Mitsui
Banking Corp. to convert their exist-
ing $75 million and $50 million un-
committed working-capital lines to
committed lines. Without the com-
mitment, the banks could have
pulled the lines.

In the quarter ended Nov. 1, Tal-
bots’s net loss widened to $167.2 mil-
lion, or $3.13 a share, from $9.39 mil-
lion, or 18 cents a share, a year ear-
lier. Excluding discontinued opera-
tions, Talbots had a net loss of 28
cents a share, worse than analysts ex-
pected. Discontinued operations in-
clude the J. Jill brand, which the Hing-

ham, Mass., company is trying to sell.
Chico’s said its new secured $55

million credit facility with SunTrust
Bank exceeds its previous $45 million
unsecured facility.

Chico’s third-quarter net income
fell 92% to $2 million, or one cent a
share, from $23.6 million, or 13
cents a share, a year earlier. Chief Ex-
ecutive Scott Edmonds said Chico’s
had more markdowns than planned.

Charming Shoppes said its net
loss widened to $93 million, or 81
cents a share, from $3.6 million, or
three cents a share, a year earlier. J.
Crew reported third-quarter earn-
ings of $19 million, or 30 cents a
share, down from $26.8 million, or 42
cents a share, a year earlier. The com-
pany said same-store sales for the
rest of the year would likely decline
by a percentage in the “high single
digits.”

By Ilan Brat

Deere & Co. said it expects its
profit to slip next year even as the
company plans to raise prices on
equipment for farmers, who are al-
ready battling a slowing agricul-
tural economy.

Many growers already are ex-
pecting lower income next year be-
cause their 2009 planting costs are
likely to be higher. In recent
months, makers of everything from
fertilizer to pesticides have been
boosting prices. Deere, of Moline,
Ill., said Wednesday that it expects
to do the same, with price increases
on the year contributing seven per-
centage points to revenue growth,
although that benefit will be largely
offset by currency fluctuations.

At the same time, prices for com-
modities such as corn and soybeans
have been falling, hurting farmers'
income. Deere cut its forecast for
U.S. farm cash receipts in 2008 and
2009, an indicator of farmers' finan-
cial condition. The company ex-
pects its net income to decline to

about $1.9 billion in fiscal 2009,
from just over $2 billion in the fiscal
year ended Oct. 31. The company
forecast its fiscal 2009 sales as flat
against its roughly $28 billion in fis-
cal 2008 revenue.

Deere's fiscal fourth-quarter re-
sults fell short of the company's Au-
gust forecast. The maker of agricul-
tural, construction and lawn ma-
chines has been buoyed amid a
world-wide farm boom in recent
years even as it faced rising raw ma-
terials costs.

In its fourth quarter, a strength-
ening dollar and the economic down-
turn took a toll. The company's net
income fell 18% from a year earlier
to $345 million. Though equipment
sales remained strong—up about
24% in the period ended Oct. 31—
they fell below Deere's forecast of
an increase of 29%.

Still, the company said its order
backlog, especially for large trac-
tors, harvesters and other farming
machines, was solid, with many or-
ders to be filled next year in late
summer and early fall.

By Peppi Kiviniemi

BRUSSELS—The European Com-
mission on Wednesday dropped its
electricity antitrust case against
German energy giant E.ON AG, say-
ing the company’s promise to sell ca-
pacity and part of its grid would ad-
dress competitive bottlenecks in
the market.

Düsseldorf-based E.ON in Febru-
ary offered to sell its German high-
voltage power grid to an indepen-

dent operator and commit to selling
around 5,000 megawatts of German
power-generation capacity if the
commission dropped its antitrust in-
vestigation.

The commission, the European
Union’s executive arm, had accused
the company of withdrawing avail-
able generation capacity to raise
prices, deterring new investors in ex-
tra power generation and favoring its
production affiliate for network bal-
ancing services, despite higher costs.

“This unprecedented set of reme-
dies will fundamentally change the
landscape of German electricity mar-
kets and bring the prospect of more
competition and more customer
choice,” said European Competition
Commissioner Neelie Kroes.

E.ON’s divestments mean that
more than 20% of generation capac-
ity will be available for competitors
and newcomers.
 —Jan Hromadko in Frankfurt

contributed to this article.

By Mike Barris

Tiffany & Co. posted a 57% de-
cline in fiscal third-quarter net in-
come, reflecting weak U.S. sales and
a large year-earlier gain from the
sale of its main Tokyo store.

The luxury jeweler also lowered
its full-year earnings outlook and
said it plans to trim staff. “It is im-
possible to know when consumer
confidence will be restored,” said
Chairman and Chief Executive
Michael J. Kowalski.

For the quarter ended Oct. 31,
the New York-based company re-
ported net income of $43.8 million,
or 35 cents a share, down from
$101.6 million, or 73 cents, a year
earlier. The sale-and-leaseback gain
in the year-earlier period came to
48 cents a share.

Net sales fell 1.4% to $618.2 mil-
lion, despite an increase overseas.
Sales at stores open at least a year
fell 6%.

Analysts polled by Thomson
Reuters had expected earnings of 25
cents a share on revenue of $644 mil-
lion.

Gross margin rose to 56.3% from
54.4%, helped by product mix, the

company’s precious-metal hedging
program and management-compen-
sation reductions.

Tiffany’s Asian-Pacific sales
climbed 3% in the quarter, while its
European sales rose 16%. However,
revenue from its Western Hemi-
sphere operations fell 7%. U.S. same-
store sales fell 14%, including a 5%
drop at the company’s flagship
store. Tiffany’s heavy reliance on
New York City tourists and resi-
dents—its New York store alone ac-
counts for 10% of world-wide sales—
has become a weakness.

Tiffany lowered its fiscal-year
earnings forecast to $2.30 to $2.50
a share. It now sees sales flat to
down 2% compared with the previ-
ous year. It also said it plans to trim
staff because of “reduced consumer
demand.” The company said the
earnings estimate doesn’t include
any fourth-quarter charges result-
ing from staff reductions.

The latest Wall Street estimate
was $2.58 a share, excluding items,
on a revenue rise of 6%.

Mr. Kowalski also said the com-
pany would seek “moderation” in
the rate of new store openings in
2009.
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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 11/21 USD 34.29 –59.8 –59.5 –20.3
LG Asian SmallerCo's AS EQ BMU 11/25 USD 48.48 –69.5 –68.9 –38.7
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 11/25 EUR 27.12 –62.9 –61.9 –33.4
MP-TURKEY.SI OT OT SVN 11/25 EUR 18.52 –63.7 –61.1 –30.6

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 11/25 EUR 2.44 –72.8 –71.3 NS
Parex Eastern Europ Bd EU BD LVA 11/25 USD 8.79 –35.7 –35.0 –17.1
Parex Russian Eq EE EQ LVA 11/25 USD 7.49 –76.4 –74.3 –40.5
Parex Ukrainian Eq EU EQ LVA 11/25 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 11/26 USD 99.85 –57.7 –57.1 –22.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 11/26 USD 95.92 –58.1 –57.5 –22.9
PF (LUX)-Biotech-Pca OT EQ LUX 11/25 USD 255.31 –23.3 –25.2 –5.9
PF (LUX)-CHF Liq-Pca CH MM LUX 11/25 CHF 123.88 1.5 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 11/25 CHF 95.63 1.5 1.8 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 11/25 EUR 114.30 –48.6 –47.3 –25.9
PF (LUX)-Digital Comm-Pca OT EQ LUX 11/25 USD 72.95 –46.6 –45.8 –17.4
PF (LUX)-East Eu-Pca EU EQ LUX 11/25 EUR 142.45 –72.3 –69.7 –39.4
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 11/26 USD 82.74 –64.2 –62.8 –27.4
PF (LUX)-Emg Mkts-Pca GL EQ LUX 11/26 USD 282.00 –61.6 –59.8 –26.0
PF (LUX)-Eu Indx-Pca EU EQ LUX 11/25 EUR 77.29 –43.4 –42.4 –22.9
PF (LUX)-EUR Bds-Pca EU BD LUX 11/25 EUR 374.17 3.5 2.2 0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 11/25 EUR 293.84 3.5 2.2 0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 11/25 EUR 123.98 –5.5 –6.3 –3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 11/25 EUR 90.38 –5.5 –6.3 –3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 11/25 EUR 90.64 –36.7 –36.5 –21.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 11/25 EUR 58.62 –36.7 –36.5 –21.7
PF (LUX)-EUR Liq-Pca EU MM LUX 11/25 EUR 134.24 3.4 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 11/25 EUR 100.28 3.4 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 11/25 EUR 303.98 –50.1 –48.6 –28.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 11/25 EUR 102.40 –44.4 –43.9 –26.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 11/25 USD 170.72 –14.9 –13.7 –4.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 11/25 USD 121.72 –14.9 –13.7 –4.5
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 11/25 USD 12.00 –50.6 –49.1 –27.1
PF (LUX)-Gr China-Pca AS EQ LUX 11/26 USD 194.91 –54.4 –53.8 –14.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 11/26 USD 176.64 –66.7 –64.4 –24.8
PF (LUX)-Jap Index-Pca JP EQ LUX 11/26 JPY 7725.94 –45.6 –45.1 –26.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 11/26 JPY 6960.23 –48.1 –48.7 –32.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 11/26 JPY 6798.09 –48.4 –49.0 –32.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 11/26 JPY 3716.61 –46.1 –45.7 –31.0
PF (LUX)-Pacif Idx-Pca AS EQ LUX 11/26 USD 142.48 –55.3 –55.4 –21.4
PF (LUX)-Piclife-Pca CH BA LUX 11/25 CHF 699.25 –17.7 –16.9 –9.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 11/25 EUR 42.88 –44.2 –43.2 –25.6
PF (LUX)-Rus Eq-Pca EE EQ LUX 11/25 USD 23.22 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 11/25 USD 65.87 –41.0 –40.3 –19.9
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 11/25 EUR 321.16 –48.0 –46.5 –26.3
PF (LUX)-US Eq-Ica US EQ LUX 11/25 USD 76.53 –40.5 –38.7 –19.3
PF (LUX)-USA Index-Pca US EQ LUX 11/25 USD 68.67 –40.8 –39.6 –20.7
PF (LUX)-USD Gov Bds-Pca US BD LUX 11/25 USD 508.30 7.7 7.9 6.8
PF (LUX)-USD Gov Bds-Pdi US BD LUX 11/25 USD 384.04 7.7 7.9 6.8
PF (LUX)-USD Liq-Pca US MM LUX 11/25 USD 130.04 2.3 2.8 3.7
PF (LUX)-USD Liq-Pdi US MM LUX 11/25 USD 87.66 2.3 2.8 3.7
PF (LUX)-Water-Pca GL EQ LUX 11/25 EUR 105.04 –32.7 –30.1 –15.8
PF (LUX)-WldGovBds-Pca GL BD LUX 11/25 USD 153.16 4.1 2.0 5.4
PF (LUX)-WldGovBds-Pdi GL BD LUX 11/25 USD 129.61 4.0 2.0 5.4
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 11/26 USD 42.40 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 11/25 USD 7.21 –50.2 –48.5 –27.4
Japan Fund USD JP EQ IRL 11/26 USD 12.86 –23.6 –25.4 –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 11/25 EUR 555.49 –43.6 –42.8 NS
Core Eurozone Eq B EU EQ IRL 11/25 EUR 638.94 NS NS NS
Euro Fixed Income A EU BD IRL 11/25 EUR 1137.43 –8.9 –10.0 –6.3
Euro Fixed Income B EU BD IRL 11/25 EUR 1206.30 –8.4 –9.4 –5.7
Euro Small Cap A EU EQ IRL 11/25 EUR 870.16 –50.6 –49.8 –32.0
Euro Small Cap B EU EQ IRL 11/25 EUR 925.98 –50.3 –49.5 –31.6
Eurozone Agg Eq A EU EQ IRL 11/25 EUR 490.11 –48.8 –47.3 NS
Eurozone Agg Eq B EU EQ IRL 11/25 EUR 699.77 –48.5 –47.0 –26.4
Glbl Bd (EuroHdg) A GL BD IRL 11/25 EUR 1176.47 –9.0 –9.3 –4.5
Glbl Bd (EuroHdg) B GL BD IRL 11/25 EUR 1240.51 –8.5 –8.7 –3.9
Glbl Bd A EU BD IRL 11/25 EUR 999.95 –0.8 –1.1 –3.5
Glbl Bd B EU BD IRL 11/25 EUR 1057.59 –0.3 –0.5 –2.9
Glbl Real Estate A OT EQ IRL 11/25 USD 577.15 –54.6 –55.5 –34.4
Glbl Real Estate B OT EQ IRL 11/25 USD 591.10 –54.4 –55.2 –34.0
Glbl Real Estate EH-A OT EQ IRL 11/25 EUR 553.07 –52.9 –53.5 –34.8
Glbl Real Estate SH-B OT EQ IRL 11/25 GBP 52.32 –52.3 –52.8 –33.7
Glbl Strategic Yield A EU BD IRL 11/25 EUR 1093.41 –26.8 –26.2 –13.6
Glbl Strategic Yield B EU BD IRL 11/24 EUR 1149.69 –27.2 –26.5 –13.5
Japan Equity A JP EQ IRL 11/25 JPY 9907.00 –46.7 –45.5 –28.4
Japan Equity B JP EQ IRL 11/25 JPY 10490.00 –46.4 –45.1 –28.0
PacBasn (Ex-Jap) Eq A AS EQ IRL 11/25 USD 1123.67 –57.5 –55.4 –24.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 11/25 USD 1191.10 –57.3 –55.1 –23.8
Pan European Eq A EU EQ IRL 11/25 EUR 716.76 –47.3 –46.3 –26.6
Pan European Eq B EU EQ IRL 11/25 EUR 759.05 –47.0 –46.0 –26.2
US Equity A US EQ IRL 11/25 USD 626.44 –46.0 –44.7 –22.6
US Equity B US EQ IRL 11/25 USD 666.33 –45.7 –44.4 –22.2
US Small Cap A US EQ IRL 11/25 USD 902.88 –47.4 –46.3 –25.9
US Small Cap B US EQ IRL 11/25 USD 960.95 –47.2 –46.0 –25.4

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 11/26 SEK 57.75 –50.5 –48.1 –28.9
Choice Japan Fd JP EQ LUX 11/26 JPY 42.50 –46.2 –45.5 –29.1
Choice Jpn Chance/Risk JP EQ LUX 11/26 JPY 41.88 –53.2 –52.5 –31.1
Choice NthAmChance/Risk US EQ LUX 11/26 USD 2.67 –48.9 –47.3 –25.3
Europe 2 Fd EU EQ LUX 11/26 EUR 0.70 –51.9 –50.6 –29.1
Europe 3 Fd EU EQ LUX 11/26 GBP 2.59 –45.0 –42.1 –20.7
Global Chance/Risk Fd GL EQ LUX 11/26 EUR 0.48 –38.7 –37.4 –22.0
Global Fd GL EQ LUX 11/26 USD 1.57 –46.9 –46.3 –22.8
Intl Mixed Fd -C- NO BA LUX 11/26 USD 21.20 –36.4 –36.3 –15.7
Intl Mixed Fd -D- NO BA LUX 11/26 USD 14.96 –36.4 –36.3 –14.6
Wireless Fd OT EQ LUX 11/26 EUR 0.10 –49.5 –47.9 –24.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 11/25 USD 3.83 –57.9 –55.4 –24.9
Currency Alpha EUR -IC- OT OT LUX 11/26 EUR 10.91 6.8 6.4 NS
Currency Alpha EUR -RC- OT OT LUX 11/26 EUR 10.86 6.4 6.0 NS
Currency Alpha SEK -ID- OT OT LUX 11/26 SEK 105.73 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 11/26 SEK 112.26 NS NS NS
Generation Fd 80 OT OT LUX 11/26 SEK 6.14 –35.0 –33.2 NS
Nordic Focus EUR NO EQ LUX 11/26 EUR 50.91 –48.5 NS NS
Nordic Focus NOK NO EQ LUX 11/26 NOK 57.40 NS NS NS
Nordic Focus SEK NO EQ LUX 11/26 SEK 56.03 –43.7 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 11/26 USD 1.33 –45.3 –43.3 –23.7
Ethical Global Fd GL EQ LUX 11/26 USD 0.57 –48.1 –47.6 –24.4
Ethical Sweden Fd NO EQ LUX 11/26 SEK 27.16 –39.0 –38.3 –20.1

Europe Fd EU EQ LUX 11/26 USD 1.50 –57.7 –56.8 –23.2
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 11/26 SEK 12.92 3.5 3.3 2.3
Medical Fd OT EQ LUX 11/26 USD 2.64 –31.3 –30.9 –13.5
Short Medium Bd Fd SEK NO MM LUX 11/26 SEK 9.11 2.6 3.0 2.9
Technology Fd OT EQ LUX 11/26 USD 1.50 –47.4 –45.9 –22.5
World Fd GL EQ LUX 11/26 USD 1.55 –42.1 –42.7 –16.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 11/26 EUR 1.27 1.7 2.0 2.2
Short Bond Fd SEK NO MM LUX 11/26 SEK 21.44 2.2 2.6 2.7
Short Bond Fd USD US MM LUX 11/26 USD 2.49 1.6 2.0 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 11/26 SEK 25.38 –0.9 –0.9 –0.1
Alpha Bond Fd SEK -D- NO BD LUX 11/26 SEK 8.46 –0.9 –0.9 –0.1
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 11/26 SEK 21.05 2.3 2.7 2.7
Alpha Short Bd SEK -D- NO MM LUX 11/26 SEK 8.75 2.3 2.6 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 11/26 SEK 40.54 7.3 7.4 4.1
Bond Fd SEK -D- NO BD LUX 11/26 SEK 12.16 6.1 6.2 3.5
Corp. Bond Fd EUR -C- EU BD LUX 11/26 EUR 1.08 –8.0 –8.8 –4.8
Corp. Bond Fd EUR -D- EU BD LUX 11/26 EUR 0.85 –8.3 –9.1 –5.2
Corp. Bond Fd SEK -C- NO BD LUX 11/26 SEK 10.51 –12.9 –13.6 –7.1
Corp. Bond Fd SEK -D- NO BD LUX 11/26 SEK 8.25 –12.8 –13.5 –7.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 11/26 EUR 100.62 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 11/26 EUR 100.39 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 11/26 SEK 112.42 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 11/26 SEK 1037.30 NS NS NS
Flexible Bond Fd -C- NO BD LUX 11/26 SEK 20.59 4.4 4.6 3.4
Flexible Bond Fd -D- NO BD LUX 11/26 SEK 11.66 4.4 4.6 3.4

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 11/26 SEK 78.36 –26.2 –26.1 –13.4
Global Hedge I SEK -D- OT OT LUX 11/26 SEK 71.61 –28.3 –28.2 –14.7

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 11/26 USD 1.39 –58.1 –56.8 –20.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 11/26 SEK 15.34 –54.1 –52.8 –26.6
Europe Chance/Risk Fd EU EQ LUX 11/26 EUR 765.23 –55.0 –53.6 –31.4

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 11/25 USD 12.66 –61.7 –60.0 –16.7
Eq. Pacific A AS EQ LUX 11/25 USD 5.65 –59.2 –57.1 –21.0

n SGAM Fund
Bonds CHF A CH BD LUX 11/25 CHF 27.89 6.9 5.5 1.6
Bonds ConvEurope A EU BD LUX 11/25 EUR 28.34 –2.5 –1.1 2.4
Bonds Eur Corp A EU BD LUX 11/25 EUR 20.25 –7.7 –8.5 –4.7
Bonds Eur Hi Yld A EU BD LUX 11/24 EUR 13.36 –37.0 –36.8 –21.5
Bonds EURO A EU BD LUX 11/25 EUR 38.76 4.9 3.8 2.0
Bonds Europe A EU BD LUX 11/25 EUR 37.41 4.6 3.2 1.7
Bonds US MtgBkSec A US BD LUX 11/25 USD 24.32 –3.6 –4.5 0.5
Bonds US OppsCoreplus A US BD LUX 11/25 USD 30.23 –4.0 –3.3 0.9
Bonds World A GL BD LUX 11/24 USD 37.09 –0.2 –2.4 4.5
Eq. ConcentratedEuropeA EU EQ LUX 11/25 EUR 19.95 –50.6 –48.4 –29.1
Eq. Eastern Europe A EU EQ LUX 11/25 EUR 14.47 –67.2 –64.8 –35.8
Eq. Equities Global Energy OT EQ LUX 11/25 USD 14.13 –43.9 –40.0 –12.8
Eq. Euroland A EU EQ LUX 11/25 EUR 8.96 –48.2 –45.9 –26.1
Eq. Euroland MidCapA EU EQ LUX 11/25 EUR 14.21 –51.0 –48.9 –30.6
Eq. EurolandCyclclsA EU EQ LUX 11/25 EUR 13.38 –47.2 –44.8 –20.9
Eq. EurolandFinancialA OT EQ LUX 11/25 EUR 8.19 –56.0 –53.1 –36.3
Eq. Glbl Emg Cty A GL EQ LUX 11/25 USD 5.15 –61.9 –59.8 –26.4
Eq. Global A GL EQ LUX 11/25 USD 19.79 –48.3 –46.8 –25.9
Eq. Global Technol A OT EQ LUX 11/25 USD 3.38 –52.3 –51.5 –31.6
Eq. Gold Mines A OT EQ LUX 11/25 USD 15.82 –47.2 –47.1 –22.3
Eq. Japan A JP EQ LUX 11/25 JPY 640.56 –51.6 –50.3 –32.2
Eq. Japan Sm Cap A JP EQ LUX 11/25 JPY 884.61 –48.1 –47.5 –38.5
Eq. Japan Target A JP EQ LUX 11/25 JPY 1503.77 –25.7 –24.6 –15.8
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 11/25 GBP 9.10 –46.6 –44.1 –26.8
Eq. US ConcenCore A US EQ LUX 11/25 USD 15.22 –43.3 –40.9 –21.8

Eq. US Lg Cap Gr A US EQ LUX 11/25 USD 10.35 –48.5 –47.4 –24.4
Eq. US Mid Cap A US EQ LUX 11/25 USD 18.16 –53.6 –51.3 –24.7
Eq. US Multi Strg A US EQ LUX 11/25 USD 14.92 –48.2 –45.9 –26.7
Eq. US Rel Val A US EQ LUX 11/24 USD 14.20 –50.4 –48.3 –31.1
Eq. US Sm Cap Val A US EQ LUX 11/25 USD 11.64 –53.4 –52.6 –33.6
Eq. US Value Opp A US EQ LUX 11/25 USD 12.53 –50.8 –50.2 –32.1
Money Market EURO A EU MM LUX 11/25 EUR 27.02 3.9 4.4 4.0
Money Market USD A US MM LUX 11/25 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 11/26 EEK 108.04 –59.7 –58.3 –35.6
New Europe Small Cap EUR EE EQ EST 11/26 EEK 51.66 –62.9 –62.2 –37.3
Second Wave EUR EE EQ EST 11/26 EEK 90.80 –66.9 –64.9 –33.6

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 11/26 JPY 8254.00 –50.8 –51.5 –33.2
YMR-N Japan Fund JP EQ IRL 11/26 JPY 9064.00 –47.9 –48.2 –29.2
YMR-N Low Price Fund JP EQ IRL 11/26 JPY 12177.00 –46.6 –46.9 –30.0
YMR-N Small Cap Fund JP EQ IRL 11/26 JPY 6064.00 –51.1 –52.2 –35.0
Yuki Mizuho Gen Jpn III JP EQ IRL 11/26 JPY 4134.00 –55.5 –54.8 –33.6
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 11/26 JPY 4420.00 –54.5 –54.8 –36.5
Yuki Mizuho Jpn Exc 100 JP EQ IRL 11/26 JPY 5883.00 –53.0 –52.3 –34.6
Yuki Mizuho Jpn Gen JP EQ IRL 11/26 JPY 7694.00 –49.9 –50.3 –30.8
Yuki Mizuho Jpn Gro JP EQ IRL 11/26 JPY 5944.00 –51.8 –52.4 –33.7
Yuki Mizuho Jpn Inc JP EQ IRL 11/26 JPY 7644.00 –41.7 –41.8 –24.9
Yuki Mizuho Jpn Lg Cap AS EQ IRL 11/26 JPY 4815.00 –49.0 –48.8 –29.6
Yuki Mizuho Jpn LowP JP EQ IRL 11/26 JPY 10568.00 –41.7 –42.4 –24.4
Yuki Mizuho Jpn PGth JP EQ IRL 11/26 JPY 7343.00 –55.3 –55.4 –33.5
Yuki Mizuho Jpn SmCp JP EQ IRL 11/26 JPY 5899.00 –53.4 –54.8 –34.1
Yuki Mizuho Jpn Val Sel AS EQ IRL 11/26 JPY 4864.00 –48.3 –48.2 –30.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 11/26 JPY 2320.00 –59.4 –60.8 –48.6

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 11/26 JPY 4062.00 –54.1 –53.2 –34.1
Yuki 77 General JP EQ IRL 11/26 JPY 5609.00 –51.2 –51.4 –31.7
Yuki 77 Growth JP EQ IRL 11/26 JPY 5663.00 –53.8 –54.7 –35.4
Yuki 77 Income AS EQ IRL 11/26 JPY 4913.00 –41.4 –40.7 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 11/26 JPY 6028.00 –48.2 –48.6 –31.5
Yuki Chugoku Jpn Gro JP EQ IRL 11/26 JPY 4944.00 –51.0 –50.8 –29.6
Yuki Chugoku JpnLowP JP EQ IRL 11/26 JPY 7677.00 –41.1 –41.8 –22.3
Yuki Chugoku JpnPurGth JP EQ IRL 11/26 JPY 4484.00 –48.8 –49.6 –30.7

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 11/26 JPY 6449.00 –49.8 –50.2 –32.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 11/26 JPY 4387.00 –50.2 –49.9 –30.5
Yuki Hokuyo Jpn Inc JP EQ IRL 11/26 JPY 5157.00 –38.8 –39.0 –24.5
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 11/26 JPY 4465.00 –48.2 –50.0 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 11/26 JPY 4314.00 –55.5 –56.0 –35.4
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 11/26 JPY 4254.00 –52.3 –52.5 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 11/26 JPY 4896.00 –48.9 –50.5 –31.4

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 10/31 USD 16.71 –94.5 –94.0 –64.5
788 China Smaller Cap OT OT CYM 10/31 USD 14.10 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 13.40 –89.2 –88.5 –65.6

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 11/20 EUR 246.02 –3.2 –3.9 1.4
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
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For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Teva Pharmaceutical

Closely held French drug maker
Servier and Israel’s Teva Pharma-
ceutical Industries Ltd. said
Wednesday they were among com-
panies raided by European Commis-
sion officials this week. A Teva
spokesman said the group’s British
offices were visited and the com-
pany was cooperating. Servier said
it had received inspectors at its Brit-
ish offices and Paris headquarters.
The latest raids of firms suspected
of pursuing restrictive practices
started Monday, said European Com-
mission competition spokesman
Jonathan Todd. The commission be-
gan a broader examination of the
pharmaceutical industry in Janu-
ary, concerned that the companies
were colluding to cut deals that tem-
porarily sidelined generic competi-
tors in return for payoffs. Prelimi-
nary results of that examination are
expected Friday.

Norinchukin Bank

Norinchukin Bank of Japan
plans to raise its capital base by
more than one trillion yen
(US$10.47 billion) by the end of
the fiscal year to firm up assets
amid the market crisis, a person fa-
miliar with the matter said
Wednesday. The central banking
body for Japanese agricultural
and other cooperatives is likely to
raise the fresh capital from enti-
ties such as the Shinren unions of
agricultural cooperatives, the per-
son said. Similarly, Sumitomo
Trust & Banking Co. said Wednes-
day it plans to raise capital by issu-
ing preferred securities by the end
of March. A spokesman for the
trust bank said that the amount
would be in the area of “tens of bil-
lions of yen.”

Woolworths Group

The board of Woolworths Group
PLC’s was meeting late Wednesday
to push the struggling high-street
retailer into administration, a per-
son familiar with the matter said.
The move came after it failed to
reach agreement with lenders on a
sale of the business. A formal an-
nouncement of the administration
is expected Wednesday evening or
Thursday morning. Its 840 U.K.
stores will still open as usual Thurs-
day under the control of administra-
tor, Deloitte & Touche, the person
said. Woolworths’ retail arm and its
Entertainment U.K. business, which
supplies books and DVDs, will both
be placed in administration, but the
parent company Woolworths PLC
and its joint venture with the British
Broadcasting Corp., 2 Entertain,
will remain solvent. Woolworths
isn’t connected to companies of the
same name in the U.S. and Australia.

Basilea Pharmaceutica AG

Swiss biotechnology company
Basilea Pharmaceutica AG said the
U.S. Food and Drug Administration
has further delayed approval of its
antibiotic ceftobiprole, after the reg-
ulator raised issues about data at
partner Johnson & Johnson. The
FDA flagged deficiencies of study
conduct in a so-called complete re-
sponse letter, and has asked for addi-
tional clinical-site audits, as well as
information on J&J’s quality-assur-
ance programs. U.S. approval of the
drug had been expected in the first
quarter of next year, but is now un-
likely to come before the second
half of 2010, analysts say. Basilea
shares were down 31%. “We are
deeply disappointed with the fur-
ther delay,” said Anthony Man,
Basilea’s chief executive.

MorphoSys AG

German biotechnology company
MorphoSys AG said it signed a long-
term research deal with Netherlands-
based Galapagos NV to co-develop
antibody therapies for bone and
joint disease. Galapagos will contrib-
ute a library of targets, including
rheumatoid arthritis, osteoporosis
and osteoarthritis. MorphoSys
would develop antibodies against
these targets. Should a viable ther-
apy emerge from clinical trials, the
companies said they would seek a
partner to complete development.
The companies said they would
equally share research-and-develop-
ment costs as well as future revenue.
Equinet analysts said the three focus
areas—rheumatoid arthritis, os-
teoporosis and osteoarthritis—rep-
resent “very significant market op-
portunities,” with more than $15 bil-
lion in related drug sales in 2006.

—Compiled from staff
and wire service reports.

Compass Group PLC

U.K.-based catering company
Compass Group PLC said its net
profit fell 14% in the year ended
Sept. 30 as it sold fewer assets than
in the year-earlier period. Profit de-
clined to £443 million ($686.5 mil-
lion) in the year from £515 million in
the previous year. The drop re-
flected a decline in profit from the
sale of assets, which were negligible
compared with a net figure of £585
million in the previous year. Reve-
nue rose 11% to £11.44 billion. The
company, which has recovered from
a string of profit warnings by selling
many overseas operations and refo-
cusing on contract catering, also
said it has scope to further cut costs
when the economic downturn im-
pacts its business, while it should
benefit from recent falls in commod-
ity prices. Shares were up 7.7% on
the London Stock Exchange.

General Electric Co.

General Electric Co.’s energy
unit plans to build a wind-turbine
assembly plant in India, its second
in Asia after China, by December
2009, a senior company executive
said. GE is also planning to partner
with an Indian company for nu-
clear energy projects, said Kishore
Jayaraman, president and chief ex-
ecutive officer of GE Energy India.
India has an installed power-gener-
ation capacity of about 146,752
megawatts, but supply lags behind
demand by up to 15% during peak
hours. GE Energy plans to initially
invest between $3 million and $5
million on facilities to assemble
wind turbines each year with a
combined capacity of 50 mega-
watts to 100 megawatts, which will
be eventually increased to 300
megawatts, he said.

Deutsche Lufthansa AG

German airline Deutsche
Lufthansa AG will set up its own
Italian airline early next year,
even as it courts Alitalia SpA, as
the battle to make inroads into the
lucrative Italian air-travel market
heats up. Lufthansa, which is vy-
ing with Air France-KLM SA to
strike an alliance with Italy’s bank-
rupt national carrier Alitalia, said
its move didn’t mean it was “clos-
ing the door” on its ambitions to
tie up with the Italian airline. How-
ever, if it did lose out to Air France-
KLM, Lufthansa’s new airline
would allow it. Lufthansa Chief Ex-
ecutive and Chairman Wolfgang
Mayrhuber said the carrier’s in-
creased presence at Milan’s Mal-
pensa Airport could be a strong
point in any future tie up with CAI,
an Italian consortium that will
soon buy Alitalia.

Toyota Motor Corp.

Fitch Ratings downgraded its
top credit rating on Toyota Motor
Corp. Wednesday because of the
market downturn and a surging
yen. Fitch also cited high materials
costs as another challenge Toyota
would be facing in lowering its rat-
ings on Toyota by two notches to
double-A from triple-A. “Toyota is
suffering severely from the ongo-
ing turmoil in the global automo-
tive sector,” said Tatsuya Mizuno,
a Fitch director. The simultaneous
slowdown in the major auto mar-
kets and the appreciation of the
yen, which erodes the overseas
earnings of Japanese exporters,
were among the “multiple nega-
tive developments” battering Toy-
ota’s earnings, he said.

Virgin Atlantic Airways Ltd.

Long-haul airline Virgin Atlan-
tic Airways Ltd. said it urged the
European Commission to reject a
planned joint venture between
British Airways PLC and American
Airlines, a unit of AMR Corp. In a
document submitted to the Euro-
pean Commission competition au-
thorities, Virgin Atlantic argued
that BA and American Airlines, if al-
lowed to combine, “would use
their market power to raise fares,
adjust schedules to keep out com-
petitors and cut off connecting
feeder traffic to other carriers at
Heathrow.” A spokeswoman for
British Airways said the airline
wouldn’t do anything that would
encourage passengers to walk onto
competitors’ planes.

GLOBAL BUSINESS BRIEFS

GDF Suez SA

French utility GDF Suez SA
Wednesday expanded its cost-sav-
ings plan and delayed completion of
a share buyback. The company said
it hadn’t been able to pass on all the
rise in gas prices earlier this year to
its customers, and it is now target-
ing cost savings of Œ1.8 billion
($2.35 billion) by 2011 compared to
a previous goal of Œ1 billion by 2013.
The company confirmed its medium-
term profit guidance, including a tar-
get for 2010 earnings before inter-
est, taxes, depreciation and amorti-
zation Œ17 billion. UBS analyst Per
Lekander, noting that the additional
cost savings wouldn’t lead to better
profitability, said the announce-
ments show the economic environ-
ment has become more challenging
for the company as power, oil and
gas prices fall.

Total SA

Total SA expects to make a final
investment decision on a major nat-
ural-gas block in northern China in
the middle of 2009 after submitting
a development plan to China Na-
tional Petroleum Corp., a senior ex-
ecutive at Total said Wednesday.
Charles Mattenet, senior vice-presi-
dent for exploration and production
in Asia and the Far East, said $1.5 bil-
lion to $2 billion will initially be in-
vested at the South Sulige block in
Inner Mongolia if the development
plan is approved by CNPC and the
Chinese government. China’s desire
to boost natural-gas output and
master advanced drilling technol-
ogy has led it to open up a handful of
onshore blocks to foreign partners,
including Chevron Corp., Royal
Dutch Shell PLC and Total.

QBE Insurance Group Ltd.

Firm buys five insurers,
plans to issue new shares

QBE Insurance Group Ltd. said
Wednesday it will pay US$695 mil-
lion for five insurance businesses in
the U.S. and Europe, and plans to is-
sue up to 2.1 billion Australian dol-
lars (US$1.37 billion) in new shares
to existing shareholders as part of a
major capital restructure. The glo-
bal insurer also upgraded its reve-
nue forecasts for this year and next,
after the recent fall in the Austra-
lian dollar boosted the value of its
near 80% in offshore premiums.
QBE has agreed to pay US$575 mil-
lion for Atlanta-based underwriting
agency ZC Sterling Corp., and a fur-
ther US$120 million for two other
underwriting agencies and a re-
newal rights portfolio in the U.S.,
and one European insurer. All five
acquisitions are expected to boost
QBE’s net profit by US$175 million.

Swiss Life Holding AG

Swiss Life Holding AG said it
will cut 200 jobs in Switzerland as
part of a cost-saving plan. The
jobs will go in the next few years,
two-thirds of them in 2009. The
measures should help the life in-
surer reduce costs by about 90 mil-
lion Swiss francs ($75.9 million)
up to 2012, with half of the savings
due in 2009. Restructuring costs
amount to about 40 million francs,
80% of which will be charged in
the 2008 financial year. The down-
sizing is set to reduce the compa-
ny’s relatively high Swiss cost
base, putting it on a more equal
footing with its bigger peers, Bank
Vontobel said.

In association with
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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 11/25 GBP 6.28 –33.6 –31.6 –15.8
Andfs. Borsa Global GL EQ AND 11/25 EUR 5.79 –39.6 –37.7 –19.9
Andfs. Emergents GL EQ AND 11/25 USD 9.04 –57.4 –56.3 –22.9
Andfs. Espanya EU EQ AND 11/25 EUR 10.27 –41.8 –42.5 –21.2
Andfs. Estats Units US EQ AND 11/25 USD 11.76 –42.1 –38.7 –20.5
Andfs. Europa EU EQ AND 11/25 EUR 6.42 –42.1 –40.9 –21.6
Andfs. Franca EU EQ AND 11/25 EUR 8.34 –40.7 –39.6 –21.9
Andfs. Japo JP EQ AND 11/25 JPY 414.18 –46.4 –44.0 –27.3
Andfs. Plus Dollars US BA AND 11/25 USD 8.39 –21.7 –20.7 –10.1
Andfs. RF Dolars US BD AND 11/25 USD 10.11 –10.8 –10.5 –4.7
Andfs. RF Euros EU BD AND 11/25 EUR 9.03 –18.2 –18.7 –10.6
Andorfons EU BD AND 11/25 EUR 12.21 –20.2 –20.2 –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 11/25 EUR 8.29 –28.6 –27.8 –15.1
Andorfons Mix 60 EU BA AND 11/25 EUR 8.21 –37.7 –35.7 –19.4

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 11/26 EUR 10.04 –1.3 –1.1 0.6
DJE-Absolut P GL EQ LUX 11/26 EUR 173.09 –31.4 –28.3 –11.9
DJE-Alpha Glbl P EU BA LUX 11/26 EUR 149.67 –26.8 –23.8 –9.2
DJE-Div& Substanz P GL EQ LUX 11/26 EUR 167.95 –29.5 –28.1 –11.0
DJE-Gold&Resourc P OT EQ LUX 11/26 EUR 117.19 –37.5 –36.4 –14.6
DJE-Renten Glbl P EU BD LUX 11/26 EUR 118.15 –3.2 –3.9 –0.6
LuxPro-Dragon I AS EQ LUX 11/26 EUR 91.24 –49.6 –48.4 –10.8
LuxPro-Dragon P AS EQ LUX 11/26 EUR 89.22 –50.7 –49.6 –11.8
LuxTopic-Aktien Europa EU EQ LUX 11/26 EUR 13.60 –29.5 –27.7 –9.1
LuxTopic-Pacific AS EQ LUX 11/25 EUR 8.48 –60.5 –58.7 –28.9

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 11/21 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 11/26 EUR 34.31 –69.8 –68.2 NS
(Lux) Russian USD EE EQ LUX 11/21 USD 30.85 –75.9 –74.6 NS
Balkan Fund EE EQ SWE 11/25 SEK 11.33 –66.0 –62.6 –28.4
Baltic Fund EE EQ SWE 11/25 SEK 36.30 –50.7 –50.1 –26.4
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 11/25 SEK 4.23 –63.1 –58.7 –23.5

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 11/20 CHF 60.74 –59.8 –59.1 –24.8
HF-World Bds Abs Ret OT OT CHE 11/20 USD 72.96 –20.1 –18.1 –8.6

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 11/25 USD 226.31 –27.4 –26.2 –12.0

Sel Emerg Mkt Equity GL EQ GGY 11/25 USD 117.60 –56.5 –54.4 –22.9
Sel Euro Equity EUR US EQ GGY 11/24 EUR 74.67 –48.9 –47.9 –27.6
Sel European Equity EU EQ GGY 11/25 USD 129.94 –54.2 –53.9 –27.6
Sel Glob Equity GL EQ GGY 11/24 USD 130.47 –52.2 –51.5 –28.3
Sel Glob Fxd Inc GL BD GGY 11/25 USD 124.20 –15.4 –16.7 –6.4
Sel Pacific Equity AS EQ GGY 11/25 USD 80.52 –54.3 –52.5 –21.8
Sel US Equity US EQ GGY 11/25 USD 93.97 –44.9 –43.9 –23.9
Sel US Sm Cap Eq US EQ GGY 11/25 USD 114.99 –50.3 –49.6 –30.9

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 11/25 EUR 286.98 –20.5 –19.6 –10.5
DSF 50/50 EU BA LUX 11/25 EUR 213.49 –28.1 –26.7 –14.8
DSF 75/25 EU BA LUX 11/25 EUR 161.32 –35.8 –34.0 –19.7
KBC Eq (L) Europe EU EQ LUX 11/25 EUR 390.71 –48.6 –47.4 –27.9
KBC Eq (L) Japan JP EQ LUX 11/25 JPY 16251.00 –45.0 –43.8 –28.2
KBC Eq (L) NthAmer EUR US EQ LUX 11/25 EUR 434.05 –43.7 –42.1 –22.8
KBC Eq (L) NthAmer USD US EQ LUX 11/25 USD 629.00 –42.3 –40.6 –20.7
KBL Key America EUR US EQ LUX 11/21 EUR 278.20 –52.4 –49.9 –27.5
KBL Key America USD US EQ LUX 11/21 USD 289.47 –52.0 –49.4 –26.2
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 11/24 EUR 629.07 –54.1 –52.7 –31.7
KBL Key Europe EU EQ LUX 11/21 EUR 486.27 –44.9 –42.7 –25.3
KBL Key Far East AS EQ LUX 11/24 USD 789.01 –58.7 –56.6 –25.2
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 11/21 EUR 312.87 –49.7 –46.4 NS
KBL Key NaturalRes USD OT EQ LUX 11/21 USD 297.63 –56.9 –54.8 NS
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By Rhonda L. Rundle

In a real-estate market where
most investors are losing their
shirts, a few see opportunity.

Working from a conference room
at a Los Angeles Marriott, Christo-
pher Wiley and co-founder Paul
Roper last month launched ReoLynx.
com, a site vying to be a sort of eBay
equivalent for institutional bulk
buys of foreclosed homes. Investors
can pick through the more than
1,000 homes listed on the site, build
a portfolio and make a bid.

The site, Mr. Wiley said, creates a
“neutral” platform that puts buyers
and sellers in direct contact, cutting
out the middlemen.

Other entrepreneurs also are
rushing to set up shop in an attempt
to cash in on a market—bulk sales of
foreclosed homes—that is just start-
ing to take shape. VerifiedREOs.
com, another online marketplace
based in Los Angeles, recently began
running 30-second television spots
on cable-news shows in the New
York market. BulkREO.com, of
Bailey, Colo., began operations last
year. Those sites, unlike ReoLynx,
sell portfolios assembled by the sell-
ers, rather than the buyers.

So far it has been a tough market
to crack. The Web clearinghouses
won’t disclose much about their
transactions so their performance is
difficult to gauge.

Many financial institutions and
funds, including some outside the
U.S., are looking at buying portfolios
of foreclosed homes. But only a few
deals have closed, often because of
discrepancies on price.

Ken Starks, a principal of Conexis
Capital Partners, an investment firm
in Gilbert, Ariz., said he has tried to
buy homes in bulk, but many of the
deals have fallen through. “We get to
the end of a bid and the seller says,
‘Gosh, we didn’t get the bid we
wanted so we’re not going to sell,’ ”
he said.

Vicki Vidal, associate vice presi-
dent of government affairs for the
Mortgage Bankers Association in
Washington, said banks holding lots
of foreclosed properties get calls
from investors interested in bulk pur-
chases, but rarely at a price that
makes sense. “Nothing is moving in
some places right now,” she said.

Part of the problem is that banks

don’t have the expertise or resources
to offload homes they recently have
repossessed. “The banks really
haven’t been staffed up or organized
to deal with the large amounts of vol-
ume they’re seeing,” said Jim Shel-
ton, vice chairman of Carter & Associ-
ates, an Atlanta real-estate invest-
ment and development company that
is looking at bulk purchases in the At-
lanta area.

That is where the Web exchanges
hope to score.

Messrs. Wiley and Roper at first
had planned to launch an electronic
marketplace for real-estate loans.
But when the commercial-loan mar-
ket flagged in the summer of 2007,
their project stalled.

The pair decided to repurpose
their venture into a liquidation mar-
ketplace for bulk “real-estate
owned,” or REO, an industry term for
assets held by a financial institution,
usually through a mortgage default.

They persuaded a handful of mort-
gage servicers to list homes on the ex-
change for a trial run. They pulled to-
gether information on each proper-
ty’s sale history, time on market, area-
foreclosure concentration and other
data that a potential buyer would
want before making a bid.

In October, ReoLynx held a “soft
launch.” Listings don’t have to be ex-
clusive to the exchange. ReoLynx
charges a 3% fee, split equally be-
tween buyer and seller, which is
roughly half the typical real-estate
sales commission.

ReoLynx is talking to nonprofits
with access to government funds
aimed at helping low- and moderate-
income families move into foreclosed
homes.

“We hope to bid early next year on
a block of homes in Nassau County”
in New York, said Charles Hammer-
man, president and chief executive of
Disability Opportunity Fund, a non-
profit that aids people with disabili-
ties. Mr. Hammerman foresees using
ReoLynx to make other home pur-
chases around the country.

ReoLynx is holding weekly auc-
tions, but hasn’t sold any homes so
far. Mr. Wiley said the first “cycle,”
which closed Oct. 15, attracted more
than 3,000 bids. Last week, for the
first time, a handful of bids were ac-
cepted on homes with prices ranging
between $20,000 and $190,000, the
partners said. It could be several
weeks before any transactions close.

A random sampling of the initial
inventory suggests that many of the
homes may be difficult to sell.

One home in Eagle Rock, Calif.,
has a foreclosure sign in the yard
and a notice taped on a front window
indicating that a sheriff evicted the
residents in August. Another home,
in the San Fernando Valley area of
Los Angeles, has been ransacked, ac-
cording to Sergio Luna, who recently
bought a house across the street.

Some banks and mortgage servic-
ers are skeptical that online ex-
changes can be more than a market
of last resort. “We have shied away
from selling in bulk” because buyers
are looking for steep discounts, said
Ronald Faris, president of Ocwen Fi-
nancial Corp., a mortgage servicer
with a large portfolio of foreclosed
homes. Ocwen has reduced its inven-
tory down to about 16,000 from
18,000 several months ago, he said,
using the multiple-listing service
and traditional agents.

Web moves into property
Sites match buyers,
sellers for bulk sales
of foreclosed homes

Fed’s move sets off rush
to refinance mortgages
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Some foreclosed homes may be difficult to sell, such as this ransacked house
in the San Fernando Valley area of Los Angeles listed on ReoLynx.
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By Ruth Simon

And James R. Hagerty

The U.S. Federal Reserve’s at-
tempt to stabilize the housing mar-
ket set off a chain reaction across
the U.S., pushing interest rates
lower and spurring a burst of refi-
nancing by borrowers eager to re-
duce their mortgage costs.

Some brokers said it was the most
activity they have seen in at least a
year, although there was no way to de-
termine the volume of refinancing.

At Bank of America Corp., call
volume was roughly twice what was
expected at call centers and via the
Internet, said Matt Vernon, a na-
tional sales executive. “It’s the folks
who have been sitting on the side-
line. They’re jumping in with this
news.”

On Tuesday, the 30-year fixed-
rate mortgage fell to 5.77% from
6.06%, said Keith T. Gumbinger, vice
president of HSH Associates, a pub-
lisher of mortgage and consumer
loan information.

“That was the largest one-day
drop we saw since Sept. 8,” Mr.
Gumbinger said. The September
drop came just after it was an-
nounced that Freddie Mac and Fan-
nie Mae would be taken over by the
government.

“The expectation is that they
[mortgage rates] will continue to im-
prove,” he said.

While the initial flurry of calls
came from people seeking to refi-
nance, economists predicted lower
rates also will spur some home buy-
ing among bargain-seekers. The
surge in refinancing will help the
overall economy by putting more
cash in consumers’ pockets and re-
ducing the pressure on some borrow-
ers struggling to make payments.

“This is a win-win,” said Susan
Wachter, a professor of real estate at
the University of Pennsylvania’s Whar-
ton School. “It will directly increase
demand for housing and help with the
downward spiral in home prices.”

The positive response to the Fed
action came amid grim news in the
housing market. Home prices contin-
ued to fall as the economic downturn
deepened in September, according
data released Tuesday by S&P/Case-
Shiller. For the third quarter, the
S&P/Case-Shiller home price index
posted a 16.6% decline from a year
earlier, worse than the 15.1% drop re-
corded in the second quarter.

The government’s latest plans
won’t fix all the problems bedeviling
the housing and credit markets. And

it isn’t clear whether the most recent
initiative will keep mortgage inter-
est rates down over the long run.

Mortgage rates had dipped briefly
in past weeks following previous gov-
ernment actions, including the take-
over of Fannie Mae and Freddie Mac.
This week, the 30-year fixed-rate
mortgage dropped below 6% on aver-
age, a seven-week low, according to
Freddie Mac’s weekly survey, re-
leased on Wednesday. The mortgage
rate averaged 5.97% for the week end-
ing Nov. 26, down from last week's
6.04% average.

Tuesday’s lower rates will for now
only benefit borrowers who have the
cash and credit rating to qualify for
mortgages under current lending
standards. The Fed’s actions won’t
make mortgages any easier to get for
homeowners or buyers who haven’t
been able to qualify in recent weeks.

Lower rates also won’t help the
roughly 11.8 million borrowers who
are unable to refinance because
they owe more than their home is
worth, said Mark Zandi, chief econo-
mist of Moody’s Economy.com.

Mr. Vernon of Bank of America
said, “What it does do is help those
who have the ability to refinance, be-
cause they will get a lower rate and
will have some increased cash flow,
if they can get through the process.”

Chris Freemott, president of All
American Mortgage, said his firm
locked in $4.5 million in deals Tues-
day. “It’s easily been one year since
we’ve seen that volume,” he said.

Among those benefiting from
lower rates was James Ramsey of
Aurora, Ill., whose mortgage rate,
currently 5.625%, was slated to in-
crease by as much as a percentage
point in January. On Tuesday, Mr.
Ramsey locked in a 5.5% rate on his
$180,000 mortgage. The refinance
“is going to let me pay off a couple of
credit cards really quick,” he said.

The government’s action was
also greeted with relief by Scott
Davis, a telecommunications project
manager for the city of Phoenix, and
his wife, Denise, a school teacher. On
Tuesday, the couple locked in a refi-
nance that will lower their mortgage
rate to 5.375% from 6.75%, said Steve
Walsh, their mortgage broker.

The Davises, who bought their
home in July, needed help. They
haven’t been able to sell their old
house yet and so are renting it out,
but for less than their mortgage pay-
ments. The couple has stopped eat-
ing out and putting money into re-
tirement accounts; they have also
taken second jobs to keep afloat.
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World Bank will review its security policy

By Siobhan Gorman

In May, a Los Angeles Police De-
partment motorcycle officer
stopped a car for speeding. He no-
ticed that the driver was sweating
and gripping the steering wheel ner-
vously, while refusing to answer ba-
sic questions.

That matched a profile the officer
had just learned about as part of a pro-
gram to identify behaviors associ-
ated with terrorism. Information
that once might have gotten lost in
the shuffle now had a destination:
The officer reported the driver’s inter-
national license information via the
department’s program, and learned
the man was “an individual of inter-
est” in a terrorism investigation.

“That was huge,” said Cmdr. Joan
McNamara, the No. 2 counterterror-
ism official for the LAPD. “It was a
tremendous piece of the puzzle.”

Under the Los Angeles program,
analysts log information on suspi-
cious behavior into a central data-
base using standardized labels, en-
abling the department to analyze
patterns. The model is getting atten-
tion nationwide, and Washington’s
Metropolitan Police Department
plans to introduce its version of the
program next month in advance of
Inauguration Day.

It’s nothing fancy, and that’s the
point. Ever since 9/11, the connect-
the-dots problem has preoccupied
law-enforcement and intelligence
agencies. The 9/11 Commission
noted that stopping the hijackers
who crashed planes into the World
Trade Center and Pentagon would
have been much easier if someone
had connected the reports of suspi-
cious men taking flying lessons.

Yet efforts by the Department of
Homeland Security, newly created
after 9/11, and others have failed to
integrate communications among
disparate agencies. The U.S. govern-
ment has made multiple efforts to
link databases and often found itself
snarled in technology messes.

Last month, the White House
asked the department to put on hold
new spending on an alert system that
carries a price tag of more than
$150 million. The system was sup-
posed to provide threat information
to local officials, but government re-
ports suggested it was too hard to use.

Now the LAPD is trying to build a
system from the ground up. The
eight-month-old program has gener-
ated 1,000 suspicious-activity re-
ports using a common template and
already nabbed several people who
provided critical information to fed-
eral terrorism investigations, LAPD
officials say.

“That’s something we’ve been
struggling with for seven years,”
said Washington police chief Cathy
Lanier, who recently briefed White
House officials on the capital’s new
system.

Washington is collecting data
from across the region—including in-
formation from the Federal Bureau of
Investigation and the Department of
Homeland Security—and building
the technology to log it rapidly and
analyze it for any threats that could
affect Inauguration Day, Jan. 20. The
system will become the foundation
for a permanent effort to monitor
threats.

Chief Lanier said painful experi-
ence helped trigger the move. In
early 2005, someone called in a 911

tip that bolts had been removed
from fences along the inauguration-
parade route. The information
never made its way to city police. On
that year’s Inauguration Day, pro-
testers were able to push a security
fence onto police officers, injuring
several, including breaking one of-
ficer’s arm.

Had the information been en-
tered into a system monitoring city-
wide tips, an officer searching for
threats related to Inauguration Day
would have seen it and could have
prevented it, said John Cohen, a se-
nior adviser in the office of the direc-
tor of national intelligence.

Mr. Cohen’s office is working
with other federal agencies and
state and local officials to expand
the Los Angeles model to 12 other
cities and states, as part of a federal
pilot program. “We put [Washing-
ton] to the top of the list because of
the inauguration,” he said.

The goal is to allow multicity
searches, since each locality will be
using the same set of categories to
log their reports. Along with Wash-
ington and Los Angeles, federal offi-
cials hope to link the threat data-
bases for the states of Virginia, New
York and Florida.

Other cities that will adopt the
system through the federal pilot ef-
fort include Chicago, Boston, Seat-
tle, and Miami. “Once this matures, I
think this will be part of the home-
land-security lifeblood,” said Cmdr.
David Sobczyk of the Chicago Police
Department. “It will fill a lot of the
gaps that currently exist.”

That’s if it works. The federal
government has a weak track record
in such programs, especially those
that involve building databases. The
FBI botched an earlier effort to man-
age just its own cases in 2005. In tes-
timony, the FBI director acknowl-
edged the program wouldn’t be suc-
cessful and launched a replacement.
Mr. Cohen said this pilot program is
different because the federal gov-
ernment is just linking systems es-
tablished by cities and states rather
that building a new one.

The Los Angeles Police Depart-
ment introduced its program in
March. Cmdr. McNamara and her
team spent several months research-
ing documented behavior of terror-
ists plotting attacks and settled on
65 specific behaviors. They devel-
oped a plan to train officers in identi-
fying the behaviors and reporting
them in a standardized way as part

of regular police reports. The basic
data points include the type of suspi-
cious activity and its date, place and
time. Intelligence analysts then vet
officers’ reports.

Analysts look for patterns in the
data. If they see several reports of
suspicious photo taking around
ports, they might go back to secu-
rity video from the ports to look for
more evidence. “What we’re start-
ing to see is a successful program
connecting the dots,” said Cmdr. Mc-
Namara. “The cops now understand
what they’re looking for.”

In July, a retailer called in with a
curiously detailed drawing of an air-
plane cockpit on the inside of a card-

board box that a customer had used
to return an item to the store. It was
logged into the suspicious behavior
system, and officers found that it
was an exact drawing of a major air-
craft at Los Angeles International
Airport. “Normally cops wouldn’t
have known what to do with it,”
Cmdr. McNamara said.

Last week, a records clerk who
had gone through the suspicious be-
havior training was filing reports on
stolen items and found a report
about keys that had been stolen
from a radiological facility. She
alerted the counter terrorism divi-
sion in a suspicious activity report.

The new system is also helping

LAPD identify trends that are unnec-
essarily eating up resources. When
suspicious-package reports at Los
Angeles International Airport shot
up in July, Cmdr. McNamara’s staff
spotted the pattern and discovered
that airlines had just changed their
policies about how many suitcases
passengers could carry. Some pas-
sengers were simply dumping on
the floor suitcases they didn’t want.
The airport later put bins out for dis-
carded baggage.

The program has identified gaps
between the data Los Angeles and fed-
eral agencies have. When Cmdr. Mc-
Namara compared notes with the De-
partment of Homeland Security, she
found the department had 10 suspi-
cious terrorism-related activities re-
ported in a two-month period, and
she only knew about four of them.
“We were both dumbfounded,” Ms.
McNamara said. “We closed that gap,
obviously, now.”

Privacy advocates have met with
Cmdr. McNamara, contending that
many of the 65 behaviors aren’t nec-
essarily specific to terrorism and
raising concerns that cities won’t
block abuse of the data.

Michael German, a former FBI
agent who is a national security spe-
cialist at the American Civil Liber-
ties Union, said some of the behav-
iors on the LAPD’s list, such as photo-
graphing buildings or espousing ex-
tremist views, could be innocent ac-
tivity or First Amendment-pro-
tected behavior.

“What it opens the door for is po-
lice officers bothering people who
they’re already suspicious of for im-
proper reasons like racial profiling
or other poor police behavior,” Mr.
German said. He added that the
LAPD has shown a willingness to lis-
ten to and act on concerns.

Cmdr. McNamara said the pro-
gram aims to prevent racial profil-
ing by focusing on suspicious behav-
iors rather than individuals. After
meeting with Mr. German, she rec-
ommended that LAPD’s inspector
general audit the program.

She said while she understands
Mr. German’s concern about overly
broad categories of suspicious activ-
ity, officers are trained to distin-
guish between tourists snapping a
Hollywood landmark and suspects
casing a port entrance.

The next stage: getting the pub-
lic involved. Los Angeles plans early
next year to introduce an education
program, called iWATCH, which will
instruct citizens on specific behav-
iors to report to authorities.

In U.S., terrorism fight walks the beat
Ahead of inauguration, Washington police adopt a new program to detect threats and share information
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During the 2005 U.S. inauguration, a tip that fences weren’t secure wasn’t passed
onto police. Protesters easily toppled the fences, which were then mended.
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By Bob Davis

WASHINGTON—The World
Bank, under siege from hackers
since at least the summer, said it is
stripping its chief information of-
ficer of responsibility for informa-
tion security as part of a “compre-
hensive external review” of its secu-
rity practices.

According to an announcement
to staff, scheduled to be released by
Wednesday, the bank is shifting re-
sponsibility for information secu-
rity to Robert Van Pulley, a director
responsible for security issues,
from Guy-Pierre De Poerck, a more
senior manager and a World Bank

vice president. Neither man could
be reached for comment Tuesday.

The World Bank said the braod
review will look at “all security-re-
lated technology, protocols and
guidelines for securing business
and information.” The review in-
cludes the handling of “personal
and sensitive information” pro-
vided by staff to the World Bank, a
risk assessment of business pro-
cesses, and a review of information-
technology practices.

The bank has acknowledged
that hackers have been trying to
breach its systems at least since
the summer. The bank said there is
“no evidence” that the hacker at-

tacks have compromised its com-
puter systems in its treasury, pro-
curement and institutional integ-
rity units The latter group handles
corruption investigations.

The bank has had some embar-
rassing mishaps. Recently, names,
addresses and bank account num-
bers of World Bank employees, in-
cluding some who did business at
the bank’s credit union, were posted
on a public Web site that is accessi-
ble to outsiders. The World Bank
said the credit union was monitor-
ing whether there was any “unusual
activity” on those accounts.

The World Bank is providing
staffers whose information was

posted with free credit monitoring
and other aid. The credit union said
the information posted on the Web
site was “insufficient to allow unau-
thorized transactions,” according
to the announcement.

The statement also mentioned
“another hacker attack within the
last few days,” but didn’t provide de-
tails.

The review is being headed by
Juan José Daboub, who is one of
three World Bank managing direc-
tors; Lars Thunell, head of the Inter-
national Finance Corp., the World
Bank’s private lending arm, and Vin-
cenzo La Via, the bank's chief finan-
cial officer.
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By Rachel Dodes

When Macy’s Inc. paid $11.5 bil-
lion to acquire rival May Co. in
2005, investors asked whether con-
solidation could save the depart-
ment store, or just prolong its de-
cline.

So far it looks more like the lat-
ter. The company lost $30 million in
the first nine months of this year on
a 4.3% decline in sales. A brutal drop
in consumer spending is expected to
make the holiday season—which be-
gins with Macy’s Thanksgiving Day
Parade on Thursday—the bleakest
in nearly two decades, and already
has sent smaller competitors into
bankruptcy court.

Macy’s Chief Executive Terry
Lundgren says the greater size is
helping the 856-store chain weather
the downturn. “I would hate to be in
a position where I only had a bunch
of regional department stores to
compete in this environment,” the
56-year-old executive said during a
recent interview in his office at the
company’s landmark 34th Street
store in New York City.

Because of the recent economic
turmoil “the merger couldn’t reach
its full flower as soon as it was
hoped,” says Arnold Aronson, a man-
aging director at retail consultant
Kurt Salmon Associates.

Craig Johnson, president of Cus-
tomer Growth Partners, a retail re-
search firm, says Macy's has been
“holding its own” against mid-tier
department stores. But like most tra-
ditional department stores, it is
“bleeding share” in the apparel mar-
ket as customers trade down to dis-
counters such as TJ Maxx and Tar-
get Corp., he says.

One looming question is whether
Macy’s will be able to refinance
$950 million in debt coming due
next year. Although analysts say the
company doesn’t face near-term li-
quidity problems, it will likely have
to dip into a $2 billion revolving
credit facility to pay at least part of
the $350 million in debt coming due
in April and $600 million due in July
if the credit markets don’t improve
by then.

Macy’s Chief Financial Officer
Karen Hoguet said she hopes the
credit markets “would open up for
us” and Macy’s would be able to refi-

nance the debt.
If Macy’s debt, just a notch above

junk status, were to be downgraded,
interest expense would rise.

At the end of the third quarter, Ma-
cy’s had $300 million in cash and cash
equivalents. It won’t project cash
flows for the fourth quarter. Credit-
rating agency Moody’s Corp. esti-
mates that Macy’s generated about
87% of its $2.24 billion in fiscal 2007
cash flow from operations in that
year’s fourth quarter.

Moody’s and Standard & Poor’s
changed their outlooks to “negative”
in October after Macy’s cut its earn-
ings forecast for the year. Macy’s fore-
casts a 1% to 6% same-store sales drop
for the fourth quarter.

As sales deteriorated in recent
months, Mr. Lundgren trimmed Ma-
cy’s holiday hiring plans and cut its
fiscal 2009 marketing budget. To
conserve cash, he slashed its 2009
capital budget by almost 50%, to
$550 million to $600 million,
mostly by postponing store renova-
tions.

He says the merger was the right
move despite a bumpy start that in-
cluded the closing of nine underper-
forming former May stores. The
combined company’s size has
helped the chain outperform direct
competitors, he says.

Macy’s same-store sales, off 6%
last quarter, have held up better
than its rivals. In contrast, the de-
cline was 10.1% at Bon-Ton Stores
Inc., which operates in the North-
east and Midwest, and 13.4% at
Gottschalks Inc. in California. Dil-
lard’s Inc. posted monthly declines
of 7%, 12% and 8% in the period.

By managing inventory and cut-
ting costs, the company known be-

fore the merger as Federated Depart-
ment Stores Inc. boosted gross mar-
gins in the latest quarter by 0.2 per-
centage point, compared to a 3.4 per-
centage point drop at rival Nord-
strom Inc.

Macy’s has been able to leverage
its heft with a national ad campaign
and exclusive deals with brands
such as Tommy Hilfiger and Donald
Trump, while adding new catego-
ries, such as toys by leasing space
to retailers such as FAO Schwarz. In
a test last year in Chicago, the
added toy boutique improved sales
in the adjacent kids’ clothing de-
partment.

Such deals have helped distin-
guish Macy’s from its competitors
and improve its image. YouGovPoli-
metrix, which polls Americans on
brand perception, found that over
the past 18 months, Macy’s reputa-
tion has improved more than any de-
partment store.

The company's holiday advertis-
ing campaign, has been thus far the
most liked and the most recalled
television spot of the season, says
Nielsen IAG.

Other initiatives are paying off,
too. A new program called My Ma-
cy’s that tailors a portion of mer-
chandise to regional tastes has
shown encouraging results. In Utah
and Western Pennsylvania, the addi-
tion of more modest dresses with
sleeves turned the dress business
from a drag on margins into a posi-
tive performer.

And when a regional store direc-
tor in Flushing, Queens, an area with
a large Asian population, traded his
men’s large shoe sizes for another
store’s smaller sizes, they sold out
in three days, Mr. Lundgren says.

Macy’s stands by merger
Despite the losses,
CEO says chain’s size
helps it weather crisis
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By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Most Asian stock
markets climbed Wednesday, with fi-
nancial shares leading a 3.8% surge in
Hong Kong and a 4.7% jump in South
Korea after the U.S. announced more
measures to support consumer
spending and the housing sector.

However, Australia’s main index
declined 2.3% as Rio Tinto plunged a

day after BHP Billi-
ton dropped its take-
over bid. Japan’s
benchmark index
fell 1.3% as Toyota

Motor declined.
Singapore gained 3.5%, while

Mumbai rose 3.8%. China’s main in-
dex edged up 0.5% after four consecu-
tive losing sessions.

“Investor sentiment is swinging
from one extreme to the other.
They’re sometimes fearful, and some-
times they’re hopeful about the stim-
ulus packages,” said Ben Kwong,
chief operating officer at KGI Asia.

In Hong Kong, the Hang Seng In-
dex climbed 490.85 points to
13369.45, and the Hang Seng China
Enterprises Index gained 4.2% to

6934.11. Lenders rose on the U.S. stim-
ulus package, with HSBC Holdings
up 5.9%, Bank of East Asia up 3.5%,
and Standard Chartered up 11%.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies fell 110.71
points to 8213.22, and the broader
Topix gave up 1.7% to 817.22.

Toyota Motor fell 4.6%. Fitch Rat-
ings stripped Toyota of its triple-A
credit rating as the company deals
with slumping sales in Western mar-
kets and slowing growth in emerging
markets. Also, the Nikkei business
daily reported that Toyota has de-
cided to slash production by 20% at
its French factory from January
through March.

Nippon Steel dropped 1.1% on re-
ports the company plans to double a
planned production cut in the second
half of the current fiscal year as de-
mand has fallen.

In South Korea, the Kospi soared
46.46 points to 1029.78, led by finan-
cials.

In Australia, the S&P/ASX 200
dropped 83.40 points to 3540. Rio
Tinto slid 34% after BHP scrapped its
bid for the company. BHP gained
3.9%.

A bleak retail outlook has renewed questions about Macy’s merger with May Co.
Last month, CEO Terry Lundgren, above left, opened R.H. Macy Way in New York.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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TEHRAN—Iran has more than
5,000 centrifuges at its uranium-en-
richment plant, Iran’s nuclear chief
announced Wednesday, in the coun-
try’s latest defiance of U.N. de-
mands that it halt the program.

Vice President Gholam Reza Ag-
hazadeh, said Iran will continue to
install centrifuges and enrich ura-
nium to produce nuclear fuel for the
country’s future nuclear power
plants. “At this point, more than
5,000 centrifuges are operating in Na-
tanz,” said Mr. Aghazadeh, who also
is head of the Atomic Energy Organi-
zation of Iran.

Uranium enriched to low level is
used to produce nuclear fuel. Fur-
ther enrichment makes it suitable

for use in nuclear weapons.
The U.S. and some of its allies ac-

cuse Iran of seeking to build nuclear
weapons. Tehran denies the claim
and insists it has the right under the
Nuclear Nonproliferation Treaty to
enrich uranium and produce reactor
fuel. The new number of working
centrifuges is a significant increase
from the 4,000 Iran said were up
and running in August at the plant
in the central Iranian city of Natanz.

The U.N. Security Council has al-
ready imposed three rounds of sanc-
tions on Iran for its refusal to freeze
the uranium-enrichment program.

Iran has said it plans to move to-
ward large-scale uranium enrich-
ment that will ultimately involve
54,000 centrifuges.

Baghdad delays pact vote
Sunni lawmaker
makes new demands
on U.S. agreement

Obama offers pep talk,
names Volcker to panel

By Gina Chon

BAGHDAD—The Iraqi parliament
on Wednesday postponed a crucial
vote on a security pact between the
U.S. and Iraq, as political leaders con-
tinued to hammer out a deal to meet
demands by Sunni lawmakers.

The main obstacle to holding the
vote was a request by independent
Sunni lawmaker Saleh Mutlaq, who
asked that the Iraqi government can-
cel the so-called de-Baathification
law, which was passed earlier this
year. That legislation allowed cer-
tain members of Saddam Hussein’s
Baath Party to return to govern-
ment jobs and collect pensions, but
barred others.

“The law is oppressive and un-
fair,” Mr. Mutlaq said in a phone in-
terview. “Most of the people who are
affected by this are technocrats who
weren’t real Baath Party members.”

Mr. Mutlaq said he was still hope-
ful for a compromise, although time
is running out to approve the secu-
rity pact that calls for U.S. troops to
leave Iraq by the end of 2011. An
agreement is needed to replace a
United Nations mandate that ex-
pires at the end of this year.

The security agreement could be
passed in parliament on Thursday.
The parliament had been scheduled
to go on break on Tuesday because
of several major Muslim holidays,

but that has been canceled. Leaders
of political blocs met again Wednes-
day night to work on a resolution.

Mr. Mutlaq and other Sunni law-
makers say they aren’t against the
security pact but are suspicious
that the Shiite-dominated govern-
ment is looking to increase its
power and not fulfill promises made
to Sunnis, such as releasing detain-
ees. The Sunni bloc, which repre-
sents about 44 seats in the
275-member parliament, have been
holding out on the agreement to
push for their demands.

Such last-minute maneuvers and
delays, aren’t new to the Sunni poli-
ticians, who struggle to find a minor-
ity voice in the new order to main-
tain political relevance. Shiites and
Kurds now dominate national poli-
tics in Iraq, whereas the Sunnis
were in power under the Saddam
Hussein regime. The Sunnis were
further sidelined when they boy-
cotted the 2005 elections, a deci-
sion many politicians now say was a
mistake. Sunni ministers rejoined
the government this past summer,
but their relationship with the Shi-
ite-dominated government has
been volatile.

During another meeting Tues-
day night, party leaders agreed to a
Sunni demand to put the security
pact up for a national referendum
next July, when voters could decide
whether security had improved
enough to cancel the agreement.

If Iraqis decided to reject the
deal, it would trigger the cancella-
tion clause in the agreement, which
states the pact “shall terminate one
year after a Party provides written

notification to the other Party to
that effect.” That means U.S. troops
would leave by mid-2010, a time-
frame pushed by President-elect
Barack Obama during his campaign,
instead of the end of 2011 date
called for in the agreement.

In a bow to another Sunni re-
quest, political leaders also agreed
to reforms that would enhance
power sharing and guarantee the re-
lease of thousands of detainees,
among other terms. Sunni lawmak-
ers, led by Vice President Tariq al-
Hashimi, pushed for the referen-
dum and political reforms as a condi-
tion for their support of the pact.

The two biggest blocs in parlia-
ment, the Kurdish Alliance and the
Shiite United Iraqi Alliance, say
they had enough votes to pass the se-
curity pact by the required majority
in the parliament. But the U.S. and
Iraqi government want a broad con-
sensus on the agreement, a condi-
tion also called for by the revered
Grand Ayatollah Ali al-Sistani.

“We still think it will be resolved,”
said United Iraqi Alliance lawmaker
Sami al-Askary, who is also an ad-
viser to Prime Minister Nouri al-Ma-
liki. “It will be difficult to cancel de-
Baathification but we will try to find
a solution.”

Negotiations for the security
pact began in earnest in March and
faced numerous setbacks. U.S. offi-
cials have warned Iraqi officials
that without an agreement, U.S.
troops would no longer have a legal
basis to be in Iraq. As a result, Ameri-
can forces would have to begin shut-
ting down operations as a precursor
to a full withdrawal.

U.S. soldiers secure the site of a roadside bomb blast in Baghdad that killed two civilians Wednesday, hours before a scheduled vote
in parliament on a security agreement.
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COPENHAGEN—Voters in Green-
land overwhelmingly approved a
plan to seek more autonomy from
Denmark and to take advantage of
oil reserves that may lie off the gla-
cial island, official results showed
Wednesday.

The Arctic island’s election com-
mission said 76% of voters supported
the plan, which sets new rules on
splitting future oil revenue with Den-
mark. The vote was seen as a key step
toward independence for the semiau-
tonomous territory, which relies on
Danish subsidies.

The referendum, supported by

Denmark, calls for the small, mostly
Inuit population to take control over
the local police force, courts and
coast guard and to make Greenlandic,
an Inuit tongue, the official language.

About 72% of Greenland’s nearly
40,000 voters (of a population of
about 57,000) turned out despite
subfreezing temperatures in many
places. The plan is now expected to
be approved by the Danish and
Greenlandic parliaments and go
into effect on June 21, the giant is-
land’s national day.

Drilling for oil and gas in the
deep ocean off Greenland’s west
coast resumed in 2001, three de-

cades after a previous effort failed
to find petroleum. Exploration so
far has been unsuccessful, but other
countries in the northern region are
staking their claims to natural re-
sources exposed by the melting of
the Arctic ice cap.

The plan is meant to allow the
eventual phasing-out of an annual
Danish subsidy of about 3.5 billion
kroner ($588 million), which ac-
counts for two-thirds of the island’s
economy. It would give Greenland
the first 75 million kroner of annual
oil revenue. Any income beyond
that would be shared equally be-
tween Greenland and Denmark.

Iran expands its uranium capacity

By Douglas Belkin

And Jonathan Weisman

CHICAGO—President-elect
Barack Obama sought to reassure
anxious Americans preparing for
the biggest shopping day of the year
that “help is on the way” and that
the country’s “future is bright if we
make good decisions.”

The pep talk about the resiliency of
the U.S. economy came after Mr.
Obama announced the appointment
of former Federal Reserve Chairman
Paul Volcker to lead a new White
House advisory board tasked with
helping to lift the nation from reces-
sion and stabilize financial markets.

Flanked by University of Chicago
economist Austan Goolsbee, also
named to the board, and Mr. Volcker,
Mr. Obama acknowledged that fami-
lies are feeling pinched going into the
holiday season and that may affect
their shopping budgets. He cautioned
against a pullback so drastic that
would lead to a “downward spiral.”

“What we want to do is to be so-
ber, to be clear, to recognize that
we’ve got some real adjustments
that have to be made,” Mr. Obama
said. “That’s true…in individual busi-
ness. It’s true in terms of individual
family budgets. It’s also true for the
economy as a whole.”

Friday, the day after Thanksgiv-
ing, is the traditional start of the
U.S. holiday-shopping season.

Mr. Obama defended himself
against criticism that he is failing
to live up to his campaign promise
of “change” by bringing in former
Clinton administration officials
and longtime Washington insiders
such as Lawrence Summers and
now Mr. Volcker.

Mr. Obama said that experience
in a previous Democratic administra-
tion—or any other—shouldn’t pre-
clude someone from a job in his ad-
ministration. “We need people who
are going to be able to hit the ground
running,” he said. “I think that when
you ultimately look at what this advi-
sory board looks like, you’ll say this
is a cross-section of opinion that in
some ways reinforces conventional
wisdom, in some ways breaks with or-
thodoxy in all sorts of ways,” he said.

The new Economic Recovery Ad-
visory Board is designed to keep in
check the tendency for Washington
policy-making to become ingrown
and insular, Mr. Obama said. It is
modeled on the Foreign Intelligence
Advisory Board established by then-
President Dwight Eisenhower in
1956, at the height of the Cold War,
when officials worried that the exist-

ing bureaucratic structure was inad-
equate to help the U.S. keep pace
with the Soviet threat. The financial
crisis has drawn similar worries that
the government isn’t properly orga-
nized to monitor and respond to
modern financial markets.

“This board will provide that
fresh perspective to me and my ad-
ministration with an infusion of ideas
from across the country and from all
sectors of the economy, input that
will be informed by members’ first-
hand observations of how our efforts
are impacting the daily lives of our
families,” Mr. Obama said.

The board’s tasks will be broad:
to help design and implement short-
term programs to jump-start the
economy, raise wages and living
standards and confront the housing
crisis. It will also address the deli-
cate task of bolstering Washing-
ton’s oversight of the financial mar-
kets in the wake of a Wall Street col-
lapse that has taken down many of
its most venerable institutions.

Obama advisers have promised a
streamlined but tougher regulatory
regime that would force more trans-
parency onto hedge funds and pri-
vate-equity firms, while regulating
the trading of exotic instruments
such as credit default swaps that
helped precipitate the current crisis.

After his election, Mr. Obama was
reluctant to assert too much author-
ity on the economy before his inaugu-
ration, worried that he would be
blamed for the crisis before he had
the power to resolve it, Obama aides
have said. But with markets remain-
ing fragile, the Obama team decided it
couldn’t wait until the Jan. 20 swear-
ing in to begin acting to offer some re-
assuring clarity about who will man-
age economic policy next year.

Monday, Mr. Obama introduced
the central figures of his economic
team, Treasury Secretary-nominee
Timothy Geithner, Mr. Summers as
National Economic Council director,
and Christina Romer, who will be
chair of his Council of Economic Ad-
visers. Tuesday, he pledged long-term
fiscal restraint while standing next to
his budget director, Peter Orszag.

Wednesday’s event was more of
a surprise, but with it, Mr. Obama
has found a place for the former Fed
chairman who is largely credited
with halting inflation in the early
1980s. Since the financial crisis
erupted in September, Mr. Obama
has leaned heavily on the 81-year-
old Mr. Volcker for advice.

“He pulls no punches,” Mr.
Obama said of Mr. Volcker. “He
seems to be fairly opinionated.”
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Covered bonds lose their appeal as havens
State-backed debt
is favored in rebuke
to Frederick the Great

BHP-Rio deal collapse
upends 2007 rankings
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Uncovered
Covered bonds had been seen 
as a way for debt markets to
get around their fear of 
securitizations. But in the 
second half of the year, the
market has ground to a halt.

Gross supply of euro
jumbo-format covered
bonds, in billions
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By Radi Khasawneh

Prussia has given the world the
Teutonic Knights, Count Otto von
Bismarck, the Schleswig-Holstein
crisis and the world’s first state pen-
sion system. Another of its lesser-
known creations has underpinned
debt markets for centuries, until re-
cently.

Under Frederick the Great, the
18th-century ruler, the state in-
vented the covered bond. It has re-
mained a staple of finance and this
year was expected to help salvage
debt markets. Debt bankers were
looking to covered bonds to make
up for the collapse of the securitiza-
tion market amid the credit crisis.
But while issuance of covered bonds
was strong in the early part of the
year, analysts are for the first time
forecasting zero issuance for the
first six months of next year.

Covered bonds are debt instru-
ments that are backed by a pool of
mortgage loans or public-sector
debt to which the bondholder has a
preferential claim in the event of a
default. Unlike securitizations,
which can be backed by similar as-
sets, covered bonds are tied to the is-
suer’s debt ratings and are ac-
counted for on its balance sheet.
The safety of covered bonds has
been seen as being on the same level
as savings deposits because of that
additional layer of protection. Es-
sentially, the bond is bought against
default of the issuing bank, and
should that happen, highly rated
and regulated assets are held as col-
lateral to cover that debt.

Covered bonds have historically
been issued following crises, due to
the multilayered protection they of-
fer. The first was issued by Freder-
ick the Great after the Seven Years’
War, and the second in Denmark 28
years later in 1797, after the great
fire of Copenhagen. Investors be-
lieved these instruments could have
performed the same role amid the
current credit crisis.

Long popular in Europe, particu-
larly Germany, which is the largest
covered-bond market, debt bankers
in the U.S. this summer started to
see the merits of these instruments
in a market where securitizations
had ground to a halt. In the U.S., the
dominance of Fannie Mae and Fred-
die Mac in the mortgage markets
had prevented covered bonds from
taking off. In July, as those institu-
tions began to stumble, Federal Re-
serve Chairman Ben Bernanke said
it would be a healthy development
for U.S. banks to get the mortgage
market going again by using cov-
ered bonds backed by their illiquid
property assets.

But in the wake of bank bailouts,
which in some markets include gov-
ernment guarantees on bank debt,
along with the collapse of Lehman
Brothers, a major counterparty, in-
vestors have deserted covered
bonds in favor of more secure debt
instruments.

Derry Hubbard, head of covered
bonds at BNP Paribas in London,
said that since the last covered-
bond deal came to market on Sept.
8, there had been further deteriora-
tion in terms of confidence about
bank funding. “The market is still go-
ing through a fundamental reassess-
ment, but stronger institutions with
good collateral pools may emerge as

early as [the first quarter] next
year,” he said. “They will likely take
the form of more flexible, smaller
benchmark deals.”

The pipeline for jumbo covered
bonds, issues that are greater than
Œ1 billion ($1.3 billion) and are the
most liquid euro-denominated cov-
ered bonds, will be nonexistent un-
til the middle of next year, accord-
ing to forecasts by Barclays Capital.

Smaller local currency-denomi-
nated covered bonds are also ex-
pected to suffer. No issuance means
the value of outstanding covered
bonds could decline by 7.6% to Œ773
billion, according to Barclays Capi-
tal.

Sascha Kullig, head of capital
markets at Verband Deutscher
Pfandbriefbanken, the association
of German covered-bond issuers,
said many investors are waiting for
government-sponsored bank debt
in Germany, which has even less risk
than covered bonds. “I would expect
there to be no jumbo issuance into
the first two months of 2009,” he
said.

The German covered-bond mar-
ket has suffered following the bail-
out of Hypo Real Estate, a Munich-
based commercial-property lender,
in September by the German govern-
ment. It had been one of the larger
issuers in the covered-bond market.

Short-dated covered bonds,
which have maturities of up to three
years, are expected to suffer the

most. That is because government-
guaranteed debt also carries a three-
year guarantee.

Torsten Elling, head of syndicate
and secondary trading for covered
bonds at Barclays Capital in Frank-
furt, said: “It is unlikely there will be
a big public transaction in the short
term as people have focused on gov-
ernment-guaranteed debt, but
there has been private issuance at a
steady rate, with long-term debt a
possible alternative.”

Bankers expect covered bonds
will need to offer a higher premium
over other types of debt if they are
to interest investors. “There has
been a sea change in the behavior of
a lot of investors, and the focus
should be on re-establishing cov-
ered bonds as a premium and not a
discount product,” said Tim Skeet,
head of covered bonds at Merrill
Lynch. “I am still fundamentally pos-
itive about the asset class, but regu-
lators need to focus on the covered-
bond market again after the dra-
matic events in the market.”

Analysts also expect that the big-
gest issuers in the market will be
the more secure, highly rated banks.

Ted Lord, head of European cov-
ered bonds at Barclays Capital in
Frankfurt, said, “We should see
more different issuers emerging in
the new covered-bond markets. In-
vestor interest should increase as
the repricing of the market finds its
new levels.”

By Liam Vaughan

The collapse of BHP Billiton’s
takeover bid for Rio Tinto has retro-
actively removed Rothschild and
Lazard Ltd. from the top 10 of last
year’s global mergers-and-acquisi-
tions advisory rankings.

The all-share deal, once valued
at more than $170 billion, was one of
the largest on record and had
helped lift investment banks Roths-
child and Lazard above Barclays
PLC’s investment bank Barclays Cap-
ital and Nomura Holdings Inc. and
into the top 10 of the M&A table pro-
duced by Thomson Reuters.

Investment banks use the league
tables for marketing purposes in at-
tracting corporate clients, and mar-
ket-share is often equated with suc-
cess in the industry, even if a high

ranking might not translate into
profitability.

In the revised table, Rothschild,
which advised the target, Rio Tinto,
has dropped from ninth to 11th
place; Lazard, which advised BHP
Billiton, has fallen from 10th to 12th.

They were both overtaken by Bar-
clays Capital, which moved from
12th to 9th, and Nomura, which
climbed from 13th to 10th.

Other advisers on the deal to fall
down the rankings include Royal
Bank of Scotland Group PLC, which
fell from 11th to 13th, and French
bank BNP Paribas SA, down from
14th to 18th. Both Australian bank
Macquarie Group Ltd., from 16th,
and Australian boutique adviser
Gresham Partners, from 19th, fell
out of the top 25.

In addition to falling from the
top 10, Lazard has also lost out on
millions of dollars in potential suc-
cess fees from the mining deal’s
withdrawal. While the bulk of the
work on the transaction happened
this year, the deal’s collapse will not
impact the 2008 rankings published
at year-end.

Lazard declined to comment.
Rothschild couldn’t be reached for
comment.
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