
Boeing began digging out from
a 57-day strike after its Machin-
ists union approved a new con-
tract. The complexity of the
company’s supply chain means
it will be several weeks before
the Commercial Airplanes unit
is running at full speed. Page 5

n BT warned that its fiscal-
year earnings will fall, blaming
rising costs at the telecom’s IT-
services unit. The head of the
division stepped down. Page 5

n ECB board member Mario
Draghi, Italy’s central bank gov-
ernor, called on governments
to boost spending or cut taxes,
warning the powers of mone-
tary policy are limited. Page 8

n Western oil companies and
Kazakhstan signed a pact to de-
velop the Kashagan oil field, one
of the world’s largest. Page 4

n Barclays became the latest
Western firm to get a lifeline
from super-rich Persian Gulf in-
vestors, as an Abu Dhabi sheikh
led a recapitalization. Page 22

n Germany’s largest industrial
union, IG Metall, began a series
of strikes at automobile and
electronics companies. Page 8

n GM emerged as the lead can-
didate to acquire Chrysler as
talks between Nissan and
Chrysler owner Cerberus moved
to the back burner. Page 6

n Spain’s GDP fell 0.2% in the
third quarter, its first contrac-
tion in 15 years, raising pressure
on the ECB to cut rates. Page 8

n Santander will invest $1.2 bil-
lion in Brazil in the next two
years as part of its plans to ex-
pand its business by 15%. Page 3

n Greg Coffey, who wanted to
launch his own hedge fund, will
join Moore, illustrating how
hard it is for traders to strike
out on their own. Page 20

n British hedge fund TCI sold
its entire 9.9% stake in Japan’s
Electric Power Development
for $642 million. Page 21

n Panasonic is in talks to buy
Sanyo Electric. Page 7

Faulty computer models
helped sink giant AIG
Credit-default swaps
proved too complex
for risk managers

Campaign ’08
will redefine
election tactics

The U.K.’s Brown said that he
thinks there is support for a
global fund to help stem the
spread of the financial crisis and
that Saudi Arabia will contrib-
ute. He called on oil-rich nations
and other countries with large
foreign-exchange reserves to
boost the resources. Brown also
suggested further monetary-pol-
icy easing in the U.K. and else-
where is appropriate. Page 3

n The U.S. election campaign
is ending on Republican terri-
tory, where Bush’s unpopular-
ity, the economy and shifting
demographics have helped Dem-
ocrats gain traction. Page 9

n A suicide bombing near the
Afghan border killed eight Paki-
stani paramilitary troops in a
militant-infested region recently
hit by suspected U.S. missiles.
n Gunmen in Pakistan kid-
napped the brother of Afghani-
stan’s finance minister, who
was on the way to visit his ill
mother, Afghan officials said.

n The leaders of Armenia and
Azerbaijan agreed at a meeting
in Russia to intensify talks to
end a conflict over the disputed
territory of Nagorno-Karabakh.

n Brown said the U.K. govern-
ment can’t promise the safety
of personal data, after pass-
words to a Web site used to
submit tax returns were lost.

n The U.N. said an aid convoy
will head into a rebel-held area
of eastern Congo to attempt to
reach tens of thousands of civil-
ians displaced by fighting.

n Interim leader Rupiah Banda
was sworn in as Zambia’s presi-
dent, vowing to keep the doors
open to foreign investors, after
a disputed election victory over
the main opposition leader.

n Police detained five suspects
over bomb attacks in India’s
northeast that killed at least
81, after a little-known Islamist
group claimed responsibility.

n Tibetans criticized Britain’s
move to more explicitly recog-
nize China’s sovereignty over
Tibet, a dispute that could com-
plicate talks between Beijing
and the Dalai Lama. Page 2

n Two Austrians kidnapped in
Tunisia by an al Qaeda affiliate
were released in Mali, after
eight months in captivity.

By Annelena Lobb

Will stocks rally with a new face
in the White House? History offers
no clear lessons, but that doesn’t
stop investors from looking for
some kind of sign in Tuesday’s U.S.
vote.

There are two historical prece-
dents for the current election,

where a new presi-
dent will take of-
fice amid a serious
financial crisis.
Whether John

McCain or Barack Obama is elected,
he will confront ugly economic chal-
lenges like Franklin D. Roosevelt
did after his 1932 victory and

Ronald Reagan did in 1980.
The Dow Jones Industrial Aver-

age rallied in Roosevelt’s first year
and fell slightly in Reagan’s.

Perhaps most important, the
market posted big gains during
their overall tenures, though it is un-
clear whether the main cause was
their policies or the steep declines
the market suffered before they
took office.

While Reagan pushed through a
large tax cut in his first year, its stim-
ulus took awhile to appear, and the
U.S. Federal Reserve kept interest
rates high to combat double-digit in-
flation. So from Reagan’s January
1981 swearing-in to year-end, the

Please turn to page 2

Will U.S. stocks follow
lead of FDR and Reagan?

Gary Gorton, a 57-year-old fi-
nance professor and jazz buff, is
emerging as an unlikely central fig-
ure in the near-collapse of Ameri-
can International Group Inc.

Mr. Gorton, who teaches at Yale
School of Management, is best known

for his influential academic papers,
which have been cited in speeches by
U.S. Federal Reserve Chairman Ben
Bernanke. But he also has a lucrative
part-time gig: devising computer
models used by the giant insurer to
gauge risk in more than $400 billion
of devilishly complicated deals called
credit-default swaps.

AIG relied on those models to
help figure out which swap deals
were safe. But AIG didn’t anticipate
how market forces and contract
terms not weighed by the models
would turn the swaps, over the

short term, into huge financial liabil-
ities. AIG didn’t assign Mr. Gorton to
assess those threats, and knew that
his models didn’t consider them.
Those risks have cost AIG tens of bil-
lions of dollars and pushed the fed-
eral government to rescue the com-
pany in September.

The global financial crisis is stud-

ded with tales of venerable financial
firms failing to protect themselves
against the unexpected. In the case
of AIG, as with many other firms,
the financial horrors were hidden in
the enormous, booming market for
credit-default swaps, which are a
form of insurance against defaults
on all sorts of debts.

A closelook atAIG’s risk-manage-
ment operations, and the rapid-fire
chain of events that crippled the
firm, raises questions about the
run-up to the financial crisis: Did
firms like AIG plunge into lucrative
but perilous new markets without
thoroughly understanding the pit-
falls? Had the sheer complexity of
the financial products made it all but
impossible to fully calculate the
risk? And did firms put too much
faith in computer models to assess
dangers?

The turmoil at AIG is likely to fan
skepticism about the complicated,
computer-driven modeling systems
that many financial giants rely on to
minimize risk. As chief executive of
Berkshire Hathaway Inc., which
owns insurance companies, Warren
Buffett has been sounding the alarm
about the issue for years. Recently,
he told PBS interviewer Charlie

Please turn to page 31
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Political rally
Stocks rose after Franklin D. Roosevelt’s inauguration and moved much less
after Reagan took office. This time, where will the Dow go?
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Reversal of fortune
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AIG’s financial-products unit.
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ABREAST OF
THE MARKET

The paradox of Palin
The veep hopeful is adored by
crowds, but not the media.
The Journal Interview. Page 12
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What’s News—
Business & Finance World-Wide

Debts to executives bog
down corporate reforms
NEWS IN DEPTH | PAGE 15

Stalled security talks could
crimp Iraq investment
ECONOMY & POLITICS | PAGE 8

By Carrick Mollenkamp, Serena
Ng, Liam Pleven and Randall
Smith

By Gerald F. Seib

“Change” may be the most over-
used word of this U.S. election sea-
son, but here’s one instance where it
definitely applies: Campaign 2008
will change in a fundamental way
how American campaigns will be
conducted in the future.

The system for financing cam-
paigns in place for a generation has
been shattered as a result of this
year’s race and will have to be re-
placed. The notion of which states
are battlegrounds has been altered.
What’s loosely called “the press”
has become a different and more po-
larized force.

And the Democratic and Republi-
can parties’ very definitions of them-
selves figure to change, with the
emergence of more upscale Demo-
crats and more downscale “Wal-
Mart Republicans” altering the way
both parties see themselves.

As all that suggests, this year’s
campaign has been exceptional in al-
most every sense. It has been the
longest presidential campaign ever,
and the most expensive, by a wide
margin. Voters turned out in record
numbers in 23 states for Democratic
primaries, and in 10 states for Re-
publican primaries.

It also has been the campaign
that best reflects the 21st century
face of America. This year’s race
brought forth the most serious Afri-

Please turn to back page
Money & Investing > Page 19
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News that truck sales
have bounced back a little
since U.S. gasoline prices
dropped back below $4 a
gallon will have environ-
mentalists tearing their
hair out—and auto com-
pany planners losing sleep.

Whichever way the cur-
rent retooling of Detroit
plays out, the industry is bet-
ting big on better fuel effi-
ciency. Foreign entrants such
as Toyota Motor owe their
rise partly to early develop-
ment of hybrid vehicles mix-
ing battery- and petroleum-
driven technology to deliver
fuel efficiency of more than
40 miles per gallon, or about
17 kilometers per liter. In re-
sponse, the likes of General
Motors are racing to de-
velop innovations such as
plug-in hybrids, which some
claim might achieve 100
mpg or more.

Churlish as it might
seem to ask, will consum-
ers care enough to pay up
for it? Geoffrey Styles,
founder of GSW Strategy,

an energy consultancy, sug-
gests that deep down, most
drivers care less about
miles per gallon, and more
about getting somewhere
as cheaply as possible.

Framed like this, fuel ef-
ficiency becomes subject to
the law of diminishing re-
turns. Assuming a gasoline
price of $4 a gallon, 20
mpg translates to 20 cents
per mile, while a conven-
tional hybrid-like 45 mpg

equates to nine cents. For a
driver traveling 15,000
miles per year the annual
saving is almost $1,900.

Now compare the 45
mpg conventional hybrid to
what a plug-in hybrid
might do. These vehicles
are expected to travel, say,
40 miles on battery-power
alone. Still, assuming multi-
ple short journeys and an
electricity cost of 10 cents
per kilowatt hour, our

driver pays two cents per
mile and saves about
$1,200 a year compared
with the regular hybrid.

Industry executives have
spoken of GM’s plug-in
Chevrolet Volt costing in
the mid-$30,000 range. As-
sume, after tax credits, con-
sumers end up paying
$30,000. That is almost
$6,000 more than a conven-
tional hybrid such as the
Toyota Prius Touring. Dis-
counting the fuel savings
calculated above at, say,
5%, it would take about six
years for our driver to
make back the extra outlay.

On journeys above 40
miles, however, the econom-
ics change, and the payback
period grows.

Bigger tax breaks would
help bridge the gap. Like
much else with Detroit
these days, the length of
the current recession, and
Washington’s willingness to
help, could be crucial to
persuading drivers to plug
in to the future.
 —Liam Denning

SocGen’s Eastern worries
With rumors running al-

most daily about big equity-
derivatives losses at Eu-
rope’s banks, investors have
tended to shoot first and
ask questions later. In doing
so, they’ve picked on So-
ciété Générale, the victim
of a massive trading scan-
dal earlier this year. SocGen
shares have fallen 33% in
the past month.

But even though it has
one of Europe’s biggest eq-
uity-derivatives desks, inves-
tors should be looking else-
where for problems at the
French bank as it reports
earnings Monday. The scan-
dal involving rogue trader
Jerome Kerviel made the
bank raise Œ5.5 billion ($7 bil-
lion) in capital in March.

The extra capital helped
finance SocGen’s takeover of
Russia’s Rosbank. And it is
SocGen’s exposure to Central
and Eastern Europe—the
Czech Republic, Croatia, Ro-
mania as well as Russia—that
could put investors on edge.

It isn’t that SocGen’s bal-
ance sheet faces immediate

strain. While loan growth in
the region has been explosive
in recent years, SocGen’s de-
posit-taking has proved even
more sturdy. With an average
loan-to-deposit ratio of 93%,
the funding of SocGen’s Cen-
tral and Eastern European op-
erations compares favorably
with banks in Western Eu-
rope.

The trouble is that the
slowdown looming in Eastern
Europe and Russia is sure to
hurt SocGen in the region,
which accounts for about 15%
of its revenue. The bank
needs all the retained earn-
ings it can get to replenish
capital ratios. SocGen’s Tier 1
ratio was 8.2% on June 30
and will be around 9% by
year end, according to Gold-
man Sachs. After its latest
£7.3 billion ($11.75 billion)
capital increase, Barclays’s
ratio will be 11.3%.

With several billion eu-
ros of exposure to dis-
tressed mortgage-backed as-
sets, according to its last fi-
nancial statements, SocGen
has little room for error.

—Nicolas Parasie

How to keep hybrids rolling

U.S. presidential campaign will redefine election tactics

Long road ahead
U.S. hybrid vehicle sales Hybrid vehicles’ share of total 

U.S. light-duty vehicle sales

Sources: Electric Drive Transportation Association; U.S. Bureau of Economic Analysis
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can-American candidate (Sen.
Barack Obama), the most serious fe-
male candidate (Sen. Hillary Clin-
ton), the most serious Mormon can-
didate (Gov. Mitt Romney) and the
most serious Hispanic candidate
(Gov. Bill Richardson) ever to grace
a presidential-debate stage.

But beyond that, this year’s ef-
fort has blazed a whole new series
of trails that will affect the deci-
sions of campaign managers for
years to come. For starters, future
campaigns will play out on an elec-
toral map that will look different
as a result of this year’s experi-
ences. Some traditional swing
states will still be that—big states
that can swing either way and de-
cide elections.

But changing demographics and
growth patterns have moved an-
other set of states up the ladder of
important battlegrounds. A set of
Mountain West states—Colorado,
New Mexico, Nevada and Arizona,
home state of Republican nominee
Sen. John McCain—occupy an ever-
larger amount of time and effort by
both parties. Virginia, not consid-
ered a presidential battleground
for four decades, moved squarely
into that category this year, and the
fight there signals a renewed battle
over the South, which has swung
over the past three decades from
Democratic stronghold to Republi-
can bastion.

Whether the electoral map looks
even more different depends on
how much the two major parties
also look different as a result of this
year’s campaign, which has pro-
duced some sorting out of voters
along new lines.

For their part, Democrats have
shown they are attracting a sizable
number of high-income voters who
once seemed more drawn to the Re-
publican lower-taxes message. The
latest Wall Street Journal/NBC
News poll, for example, shows the
ticket of Sen. Obama and his run-
ning mate, Sen. Joe Biden, winning

51% of the vote among those earning
more than $75,000 a year.

In addition, Democrats have be-
gun making inroads with another
traditionally Republican audience:
evangelical Christians. Mara
Vanderslice, for instance, is a young
Democratic activist who this year
helped launch the Matthew 25 Net-
work, a new political-action commit-
tee drawing together evangelicals,
Catholics and other Christians. It
has been running what it terms
“Christian radio ads” on behalf of
Democrats in battleground states.

“McCain will still win the evan-
gelical vote,” Ms. Vanderslice says,
“but I think we’ve proven a lot on
those grounds.”

At the same time, uncertainty
about Sen. Obama and excitement
about the Republican vice-presiden-
tial nominee, Gov. Sarah Palin, have
fueled a rise in the prominence of
working-class voters within the Re-
publican Party’s coalition.

The Journal/NBC News poll
shows the McCain/Palin ticket actu-
ally doing better among blue-collar
workers—winning 49% of them—
than it does among either white-col-
lar workers or professionals and
managers, categories where it wins
37% and 41%, respectively. Those
working-class supporters are
drawn to Republicans in large mea-
sure by cultural issues, and some
young conservatives argue they are
the future of the party.

Such changes in the complexion
of the two major parties could por-
tend changes in their policy posi-
tions over time. The evangelical in-
fluence, for example, may make
Democrats less reflexively support-
ive of abortion rights. Meanwhile,
new Republican voices are popping
up to argue that the importance of
working-class voters means the
party needs to develop economic
policies more obviously directed to-
ward the working class than the cap-
italist class.

This year’s campaign also has
marked a change in the role the

press plays. The prominence, reader-
ship and influence of online political
sites has mushroomed, taking away
some of the prominence of the main-
stream media—traditional televi-
sion networks, newspapers and
news services. Campaigns have
taken to getting out word of pend-
ing shifts in strategy by leaking
them to political Web sites, and
both parties catered to bloggers at
their conventions.

For example, when word first cir-
culated that the McCain campaign
was about to launch its first TV ad
linking Sen. Obama with former
Weathermen radical William Ayers,
the Obama campaign promptly told
the political Web site Politico.com—
widely read by both political opera-
tives and political reporters—that it
intended to counter with an ad call-
ing Sen. McCain “erratic in a crisis.”
The Politico story was posted on a
Saturday, so word of the Obama
team’s planned countermove was
circulating among politicians and
journalists before they had even
seen the McCain ad that prompted
it.

The Web also may have dimin-
ished to some extent the power of
campaign attack ads, because the
targets of such attacks can use the
Internet to instantly blast out rejoin-
ders and rebuttals. That limits the
time charges may linger unan-
swered. The Obama campaign, for
instance, used the Internet to circu-
late a lengthy, point-by-point rebut-
tal to a new anti-Obama book, blunt-
ing to some extent the power of any
anti-Obama ads based on that book.
Republicans have used the Internet
to aggressively counter Democratic
ads attacking Sen. McCain’s posi-
tions on health and economic is-
sues.

While the proliferation of poli-
tics online has drawn many political
junkies to the Web for news, the po-
larization of voices there also may
have undermined the credibility of
the many conflicting opinions on-
line. When the Journal, NBC News

and the MySpace social-networking
site last month surveyed new and
lapsed voters—an audience domi-
nated by young, online-savvy citi-
zens—just 4% said they were inter-
ested in hearing blog writers’ opin-
ions and insight on the election.
They expressed far more interest in
the views of television commenta-
tors, friends and newspaper colum-
nists.

Perhaps the most fundamental
change ushered in this year is a revo-
lution in the way campaigns are fi-
nanced. The stunning fund-raising
success of Sen. Obama virtually
guarantees that future campaigns
will cost more and that the way
money is raised to pay for them will
be vastly different.

The Obama campaign used the In-
ternet to do what three decades of
attempts at campaign-finance over-
hauls failed to accomplish: use mil-
lions of dollars in small donations
from average voters to fuel much of
a presidential effort. All told, Sen.
Obama has raised a startling
$639 million through last week,
roughly double the amount Sen.
McCain has raised, and double the
previous record, according to statis-
tics compiled by the nonpartisan
Center for Responsive Politics,
which tracks campaign money.

But the step Sen. Obama took
that really changed the rules of the
game came when he decided he
would decline the $84 million the
federal government offers presiden-
tial candidates for their fall general-
election campaigns. Instead, he is
simply paying for the effort on his
own. That virtually guarantees no fu-
ture candidate will accept the more-
limited federal funds, and so repre-
sents the last nail in the coffin of the
presidential campaign-finance sys-
tem put in place in 1974 following
the Watergate scandal.

Campaign-finance watchdogs
worry the Obama precedent could
set off an unbridled race for cash in
future elections, opening the door to
the kinds of past abuses that oc-

curred in the quest for big donations.
“Internet small-donor fund rais-

ing is the most positive thing I have
seen in 36 years of working on this,”
says Fred Wertheimer, head of De-
mocracy 21, a nonpartisan group
that studies campaign financing. “If
you can make that work in a sys-
temic way instead of just for one or
two candidates, then you really
have revolutionized the funding of
American politics.”

Continued from first page
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Dow dipped 8%.
U.S. investors perceived that

FDR was taking bold action to com-
bat the Depression with a host of
new programs. The Dow responded
with a 86% gain from his March
1933 inauguration to the year’s end.

FDR was elected to four terms
and served for only a very brief pe-
riod in his fourth until his death in
April 1945. During his 1933-45 ten-
ure, the Dow gained 194%.

Taking his first two terms,
which began in the midst of the De-
pression and ended in January 1941,
the index still was up 140%. That pe-
riod, of course, had some huge dips
and came off the low base estab-
lished during the single term of his
Republican predecessor, Herbert
Hoover, during whose presidency
the Dow plunged 83%.

Once the harsh first two years of
his presidency were out of the way,
Reagan benefited from a roaring
economy, partly spawned by the
Fed’s defeat of rampant inflation. In
his two terms, the Dow vaulted
135%.

In the short term, historical pre-
cedent is mixed. Between Reagan’s
election and inauguration, stocks
moved little; they fell about 17% dur-
ing that stretch in FDR’s case. The
stock market was briefly closed dur-
ing FDR’s first days in office as part
ofan effort to tackle the financial cri-
sis—but when the market reopened,
the Dow gained 15% on the first day

alone, recouping most of those
losses.

Many investors see Mr. Obama’s
policies as less market-friendly
than Mr. McCain’s. Mr. Obama seeks
to increase federal taxes on divi-
dends and capital gains for higher-
income taxpayers, while Mr. McCain
wants to keep them where they are
or lower them. Mr. Obama wants to
raise taxes on the wealthy and to
give tax breaks to everyone else. The
wealthy are also the largest inves-
tors, so they could feel pinched and
pull back from the market.

Perhaps the market will shrug off
the election, at least in the near
term. The stock market has already
discounted a victory by Mr. Obama,
the Democratic candidate, says
Andy Laperriere, managing direc-
tor, International Strategy & Invest-
ment Group.

On Friday in the U.S., stocks
ended the worst month in more
than a decade with a second
straight day of gains, even as eco-
nomic data signaled a persistent
slowdown. The Dow Jones Indus-
trial Average finished up 144.32

points, or 1.6%, at 9325.01.
The Standard & Poor’s 500-stock

index rose 1.5% to 968.75, also its
second gain in a row, and was up
10.5% for the week.

By now, markets have taken into
account both Mr. Obama’s associa-
tion with higher taxes on capital
gains and dividends, which would
drag on stocks, and the fact that he
is favored to win, Mr. Laperriere
says. Mr. Obama leads in major
polls; he is far ahead on InTrade po-
litical futures markets.

Alternatively, if investors con-
sider a McCain victory better for
the market, a Republican upset
could well spark a surprise rally.

Both candidates plan to extend
federal intervention in the weak-
ened economy, although Mr. Obama
puts more stress on increased gov-
ernment spending for social pro-
grams such as health care, which
could disrupt that industry’s earn-
ings power.

Obviously, whoever wins the
race will continue the aggressive
federal efforts to right the financial
system. The U.S. government re-

cently pushed a bailout package
through Congress priced at $700 bil-
lion. Messrs. Obama and McCain
voted for the package. As a result,
the Treasury has taken large equity
stakes in major banks—steps Repub-
licans traditionally would oppose
but now are widely seen as vital for
capital markets to survive.

Comparisons to the 1930s have
their limits. The U.S. isn’t close to a
depression now. As of September,
the unemployment rate was 6.1%,
according the Department of La-
bor. Unemployment in 1933 peaked
at about 25%. Nowadays, the inter-
national community is much more
cooperative, with central banks co-
ordinating interest-rate policy.
The 1930s were shaken with trade
wars.

“Betting on how an election
turns out makes no more sense than
other investment fads,” says Greg
Carlson, a principal at Carlson Capi-
tal Management in Northfield,
Minn., with about $750 million in as-
sets under management. “Vote
Tuesday, but don’t change your
portfolio strategy on Wednesday.”

Continued from first page

A headline Friday over an arti-
cle about BASF AG earnings incor-
rectly referred to an increase in
earnings. The company’s net de-
clined compared with year-earlier
results bolstered by a tax gain.

Exxon Mobil Corp. earned $161.2
million a day during the third quar-
ter. An article in the Friday-Sunday
edition on the company’s third-quar-
ter results incorrectly said the fig-
ure was $239.2 million.

Fidelity Investments had net re-
demptions of $5.8 billion in stock
mutual funds in September, while
American Funds had net redemp-
tions of $6.4 billion, according to re-
search firm Morningstar Inc. An arti-
cle Thursday incorrectly reported
net redemptions in stock funds of
$6.2 billion at Fidelity and $8.5 bil-
lion at American Funds.

LEADING THE NEWS

By Shai Oster

BEIJING—The Tibetan govern-
ment-in-exile criticized Britain’s
move to more explicitly recognize Chi-
na’s sovereignty over Tibet, a dispute
that could complicate talks between
Beijing and representatives of Ti-
betan spiritual leader the Dalai Lama.

Adding to the gloom overhang-
ing the talks were more comments
from the Tibetan spiritual leader re-
flecting his increasing and unusu-
ally public pessimism.

“Now my faith in the Chinese gov-
ernment is becoming thinner, thinner,
thinner,” he told reporters Sunday in
Tokyo, according to the Associated
Press. Conditions inside Tibet contin-
ued to deteriorate despite efforts to
talk with Beijing, he added. “Inside Ti-
bet, the situation is worse,” said the
Dalai Lama, during a trip to Japan to
give speeches and visit monks.

The U.K. has long acknowledged
Chinese control over Tibet, but its pol-
icy for nearly a century has stopped
short of formally recognizing Tibet
as part of Chinese territory—a stance
that bothers China’s government. In
a statement on Wednesday, British
Foreign Secretary David Miliband
called that past British policy an
“anachronism” and effectively aban-
doned it, saying that the U.K. does rec-
ognize Tibet as “part of the People’s
Republic of China.”

The shift is largely symbolic, but
some analysts say it could further
weaken the position of the Tibetan ex-
iles in ongoing talks with China. Brit-
ain’s stance was unusual among for-
eign governments, and its rejection of
that position could undercut Tibet’s
argument that it wasn’t seen as part
of China before Chinese troops occu-
pied the territory in 1951.

A British official at the foreign of-
fice in London said on Friday that Mr.
Miliband’s statement represented
only a clarification, and that the U.K.’s
actual position hasn’t changed. On Fri-
day, Thubten Samphel, spokesman for
the Tibetan government-in-exile
based in Dharmsala, India, said: “Be-
fore 1950, we had many treaties with
British India government in which
Britain recognized Tibet as an inde-
pendent country.” For the U.K. to say
now that it always saw Tibet as a part
of China is “testifying to [a] false-
hood,” he said.

The Tibetan statement came as
two high-level Tibetan emissaries ar-
rived in China for five days of talks.

—Alistair MacDonald in London
contributed to this article.

U.K. policy irks
Tibet, may hurt
Beijing talks
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Rose: “All I can say is, beware of
geeks bearing formulas.”

Last December, at a meeting
with investors, Martin Sullivan,
then AIG’s chief executive officer,
told investors concerned about ex-
posure to credit-default swaps that
models helped give AIG “a very high
level of comfort.” Mr. Gorton ex-
plained at the meeting that “no
transaction is approved” by the fi-
nancial-products chief “if it’s not
based on a model that we built.”

Now, a federal criminal probe in
Washington is examining whether
AIG executives misled investors at
that meeting, and whether any of its
executives misled its outside auditor
last fall. AIG itself has been forced to
post about $50 billion in collateral to
its trading partners, largely to offset
sharp drops in the value of securities
it insured with the credit-default
swaps. These payments have contin-
uedto balloonafter the bailout—rais-
ing the specter that the government
willeventually have to lend more tax-
payer money to AIG.

This account of AIG’s risk-man-
agement blunders is based on more
than two dozen interviews with cur-
rent and former AIG executives,
AIG’s trading partners and others
with direct knowledge of the firm, as
wellas internal AIGdocuments,regu-
latory filingsandcongressional testi-
mony. Mr. Gorton, who continues to
be a paid AIG consultant, referred
questions about his role to AIG. Mr.
Sullivan declined to comment.

AIG’s credit-default-swaps oper-
ation was run out of its AIG Finan-
cial Products Corp. unit, which had
offices in London and Wilton, Conn.
In essence, AIG sold insurance on bil-
lions of dollars of debt securities
backed by everything from corpo-
rate loans to subprime mortgages to
auto loans to credit-card receiv-
ables. It promised buyers of the
swaps that if the debt securities de-
faulted, AIG would make good on
them. AIG executives, not Mr. Gor-
ton, decided which swaps to sell and
how to price them.

The swaps expose AIG to three
types of financial pain. If the debt se-
curities default, AIG has to pay up.
But there are two other financial
risks as well. The buyers of the
swaps—AIG’s “counterparties” or
trading partners on the deals—typi-
cally have the right to demand collat-
eral from AIG if the securities being
insured by the swaps decline in
value, or if AIG’s own corporate-
debt rating is cut. In addition, AIG is
obligated to account for the con-
tracts on its own books based on
their market values. If those values
fall, AIG has to take write-downs.

Mr. Gorton’s models harnessed
mounds of historical data to focus
on the likelihood of default, and his
work may indeed prove accurate on
that front. But as AIG was aware, his
models didn’t attempt to measure
the risk of future collateral calls or
write-downs, which have devas-
tated AIG’s finances.

The problem for AIG is that it
didn’t apply effective models for val-
uing the swaps and for collateral
risk until the second half of 2007,
long after the swaps were sold, AIG
documents and investor presenta-
tions indicate. The firm left itself ex-
posed to potentially large collateral
calls because it had agreed to insure
so much debt without protecting it-
self adequately through hedging.

The credit crisis hammered the
markets for debt securities, spark-
ing tough negotiations between AIG
and its trading partners over how
much more collateral AIG should
have to post. Goldman Sachs Group

Inc., for instance, has pried from
AIG $8 billion to $9 billion, covering
virtually all its exposure to AIG—
most of it before the U.S. stepped in.

Such payments continued after
the government bailout. AIG already
has borrowed $83.5 billion from the
Federal Reserve, a little more than
two-thirds of the $123 billion in tax-
payer loans made available to AIG so
far. In addition, AIG recently ob-
tained from the government as
much as $21 billion in short-term
loans called commercial paper.
Much of the $83.5 billion has been
used to meet the financial obliga-
tions of the financial-product unit. If
turmoil in the markets causes prices
ofmany assets to fall further,the gov-
ernment might have to cough up
more money to help keep AIG afloat.
Cutting it off would risk renewing
the market upheaval the policy mak-
ers have struggled to tame.

Mr. Gorton, the son of a Phoenix
psychiatrist, took a circuitous route
to academia. He studied Mandarin,
considered becoming an actor, and
briefly drove a cab in Cleveland,
where he carried a gun for protec-
tion, he later told acquaintances.
Eventually, he collected multiple de-
grees, including a Ph.D. in econom-
ics, and joined the faculty of the
Wharton School of the University of
Pennsylvania.

He drove an old Volkswagen Bee-
tle, lived in a gritty North Philadel-
phia row house and accumulated a
vast trove of jazz records, which he
would cue up at night on two turnta-
bles to keep the music coming, re-
calls his wife at the time, Rachel
Bliss.

He was passionate about mathe-
matics, engaging in late-night con-
versations with fellow teachers,
says Ms. Bliss. One of his academic
interests was how banks could un-
load risk and sell loans to investors.

In 1987, AIG launched its Finan-
cial Products unit with Howard
Sosin, a math expert and former
Drexel Burnham Lambert executive.
Among his hires were Joseph Cas-
sano, a former Drexel colleague. Af-
ter Mr. Sosin left, Mr. Gorton joined
as a consultant in the late 1990s. Mr.
Cassano later took over the unit.

Early on, Mr. Gorton billed AIG
about $250 an hour, which likely
would have netted him about
$200,000 a year, says a former se-
nior executive at the unit. Eventu-
ally, his pay was far greater; another
former colleague estimates it at $1
million a year.

Mr. Gorton collected vast
amounts of data and built models to
forecast losses on pools of assets
such as home loans and corporate
bonds. Speaking to investors last De-
cember, Mr. Cassano credited Mr.
Gorton with “developing the intu-
ition” that he and another top execu-
tive had “relied on in a great deal of
the modeling that we’ve done and
the business that we’ve created.”

AIG began selling credit-default
swaps in 1998. Mr. Gorton’s work
“helped convince Cassano that
these things were only gold, that if
anybody paid you to take on these
risks, it was free money” because
AIG would never have to make pay-
ments to cover actual defaults, ac-
cording to the former senior execu-
tive at the unit. However, Mr. Gor-
ton wasn’t referring to the potential
write-downs or collateral payments
to trading partners.

AIG became one of the largest
sellers of credit-default-swap pro-
tection, according to a Moody’s In-
vestors Service report last week. In
a 2006 SEC filing, AIG said none of
the swap deals now causing it pain
had ever experienced high enough

defaults to consider the likelihood
of making a payout more than “re-
mote, even in severe recessionary
market scenarios.”

AIG charged its trading partners
a fraction of a penny a year for every
dollar of credit protection. The com-
pany realized, of course, that it
might have to post collateral if the
marketvalues ofthe underlyingsecu-
rities declined. But AIG executives
believed that such price moves were
unlikely to occur, according to peo-
ple familiar with AIG’s operation.

As the debt securities created by
Wall Street became more compli-
cated, so did the swaps AIG offered.
Around 2004, it began selling swaps
designed to provide insurance on se-
curities called collateralized-debt
obligations, or CDOs, that were
backed by securities such as mort-
gage bonds. Merrill Lynch & Co.,
then a major seller of the CDOs, was
a big client.

So-called multisector CDOs, in
particular, were exceptionally com-
plex, involving more than 100 securi-
ties, each backed by multiple mort-
gages, auto loans or credit-card re-
ceivables. Their performance de-
pended on tens of thousands of dis-
parate loans whose value was hard
to determine and performance diffi-
cult to systematically predict. In as-
sessing their risk, Mr. Gorton con-
structed worst-case scenarios that
factored in the probability of de-
faults on the underlying securities.

In late 2005, senior executives at
the unit grew worried about loosen-
ing lending standards in the
subprime-mortgage market. AIG de-
cided to stop selling credit protec-
tion on multisector CDOs, partly
due to “concerns that the model was
not going to be able to handle declin-
ing underwriting standards,” Mr.
Gorton told investors last Decem-
ber.

But by the time it stopped, in
early 2006, its exposure to multisec-
tor CDOs had ballooned to $80 bil-
lion, according to a person familiar
with AIG’s finances.

By mid-2007, as the housing
slump took hold, the subprime mort-
gage market was weakening and
many mortgage bonds were sinking
in value. Ratings agencies began
downgrading many mortgage secu-
rities, a departure from the histori-
cal pattern, Mr. Gorton later ex-
plained to investors. Concern began
mounting about AIG’s credit-de-
fault swaps, even though AIG didn’t
have large exposures to subprime-
mortgage bonds issued in the worst
years of 2006 and 2007.

AIG’s trading partners were wor-
ried. Goldman Sachs held swaps
from AIG that insured about $20 bil-
lion of securities. In August 2007,
Goldman demanded $1.5 billion in
collateral, arguing that the assets
backing the securities were falling
in value. AIG argued that the de-
mand was excessive, and the two
firms eventually agreed that AIG
would post $450 million to Gold-
man, this person says.

Late last October, Goldman
asked for even more collateral, $3
billion. Again, AIG disagreed, and it
ultimately posted $1.5 billion. Gold-
man hedged its exposure by making
a bearish bet on AIG, buying credit-
default swaps on AIG’s own debt, ac-
cording to one person knowledge-
able about this move.

When AIG’s outside auditor,
PricewaterhouseCoopers LLP,
learned about Goldman’s demands,
it reviewed the value of the swaps,
according to a Pricewaterhouse offi-
cial cited in minutes of a meeting of
the audit committee of AIG board.
Last November, when AIG reported

third-quarter results, it took its first
major write-down on the swaps, low-
ering their value by $352 million.

That same month, collateral
calls came in from Merrill and So-
ciété Générale SA, says the person
familiar with AIG’s finances. It isn’t
clear how much those two banks
asked for, or how much they got.

AIG decided to talk to investors
last Dec. 5 about the financial-prod-
uct unit’s exposure to the mortgage
market. A Pricewaterhouse official
said his firm told AIG’s then-CEO,
Mr. Sullivan, and a deputy six days
before the event that AIG might
have a “material weakness” in its
risk management, according to min-
utes of a Jan. 15 meeting of AIG’s au-
dit committee. Pricewaterhouse de-
clined to comment.

In his presentation to investors,
held at New York’s Metropolitan
Club, Mr. Sullivan praised the unit’s
models as “very reliable” in analyz-
ing many mortgages, saying they
had helped give AIG “a very high
level of comfort.”

Mr. Gorton was introduced. “The
models are all extremely simple,” he
said. “They’re highly data inten-
sive.” He said he didn’t rely on the
default-risk predictions of credit-
rating services, and instead came up
with his own estimates of what was
safe enough for AIG to insure.

Mr. Cassano, the unit’s head, told
investors: “We believe this is a
money-good portfolio.…As Gary
said, the models we use are simple,
they’re specific and they’re highly
conservative.”

But the collateral calls kept com-
ing. By the end of 2007, at least four
other banks that had purchased
swaps from AIG—UBS AG, Barclays
PLC, Credit Agricolé SA’s Calyon in-
vestment-banking unit and Royal
Bank of Scotland Group PLC—had
asked for money, according to peo-
ple familiar with collateral calls.
Deutsche Bank and Canadian banks
CIBC and Bank of Montreal also
have demanded collateral at various
points, a person familiar with AIG’s
finances says.

In February, AIG disclosed that
Pricewaterhouse had found a “mate-
rial weakness” in its accounting con-
trols. Late that month, AIG an-
nounced a $5.3 billion fourth-quar-
ter loss, its largest ever, driven
largely by write-downs on the
swaps. It also said it was “possible”
that actual losses on the swaps
could be material.

Mr. Sullivan told investors that
Mr. Cassano, the unit’s head, was re-
tiring. He remained a consultant, re-

ceiving, until recently, $1 million a
month, according to a document
later released by Congress.

In May, AIG announced another
record quarterly loss, of $7.8 billion,
largely driven by write-downs of
the value of the swaps. That same
month, Yale University’s School of
Management announced it had
hired Mr. Gorton from Wharton.

Mr. Sullivan was ousted in June.
As of July 31, AIG had handed over
$16.5 billion in collateral on its
swaps, according to a regulatory fil-
ing.

By August, AIG had increased its
estimates for losses it what it might
ultimately lose on the swaps in the
case of defaults to as high as $8.5 bil-
lion. (The estimates are distinct
from potential losses on write-
downs and collateral calls.) That
same month, Mr. Gorton attended
the Federal Reserve Bank of Kansas
City’s annual gathering in Jackson
Hole, Wyo. He presented a 92-page
paper, “The Panic of 2007,” which ex-
plained how the financial markets
came unglued after a series of unex-
pected events, such as when clients
of financial firms suddenly sought
to reclaim assets put up as collat-
eral. “It is difficult to convey,” he
wrote, “the ferocity of the fights
over collateral.”

Credit markets worsened in late
August and September, and AIG’s
trading partners demanded addi-
tional collateral. When Lehman
Brothers Holdings Inc. filed for
bankruptcy protection on Sept. 15,
bond markets essentially froze.
That same day, rating agencies
slashed AIG’s credit ratings. Com-
pany executives figured the down-
grade would require AIG to post
more than $18 billion in additional
collateral to its trading partners, ac-
cording to a person familiar with
the matter. Worried that a bank-
ruptcy filing could roil markets
world-wide, the government
stepped in with a bailout.

The rescue didn’t stop the collat-
eral calls, which have eaten up much
of the government’s initial $85 bil-
lion loan commitment, which on
Oct. 8 it boosted to $123 billion.

On a rainy morning last week,
Mr. Gorton briefly discussed with
his Yale students how perplexing
the struggles of the financial world
have become. About 30 graduate stu-
dents listened as Mr. Gorton la-
mented how problems in one sector
caused investors to question value
all across the board. Said Mr. Gor-
ton: “There doesn’t seem to be a fun-
damental reason why.”
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Study may expand statin use

How faulty computer models left giant AIG near collapse
FROM PAGE ONE

By Ron Winslow

Two decades after the first cho-
lesterol-lowering drug known as a
statin hit the market, a major new
study is poised to reshape the land-
scape for the world’s best-selling
class of medicines.

Results of the trial, featuring As-
traZeneca PLC’s statin Crestor, will
be presented next Sunday in New Or-
leans at the American Heart Associa-
tion’s annual scientific meeting. But
it is already known it was a success:
The 17,802-patient study was halted
last spring, much earlier than ex-
pected, after a planned interim
check found substantial reductions
in deaths, heart attacks and other se-
rious events among patients taking
the drug compared with a placebo.

Even without the details, some

experts predict that the findings
could significantly expand the mar-
ket for statins and change the way
patients are assessed for heart risk.
“This will take the world by storm,”
says Christopher Cannon, a cardiolo-
gist at Harvard and Brigham and
Women’s Hospital, Boston, not in-
volved in the study.

What makes the study especially
provocative is that enrolled pa-
tients had “normal” levels of LDL, or
bad cholesterol—below 130—and
no evidence of disease and thus
wouldn’t qualify for statin therapy
under current guidelines. But they
had heightened levels of a marker
for inflammation called C-reactive
protein. Several studies have sug-
gested that elevated CRP indepen-
dently predicts heart-attack risk,
but cardiologists are split over its
value in evaluating patients.
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Brown sees support for a global crisis fund
U.K. prime minister
says that he expects
Saudis to contribute

By Laurence Norman

U.K. Prime Minister Gordon
Brown said he believes there is sup-
port for a global fund to help stem
the spread of the financial crisis.

Speaking to the British Broad-
casting Corp. from Riyadh, Saudi
Arabia, Sunday, Mr. Brown said he
has found support in the region for
his proposal. “The Saudis will, I
think, contribute like other coun-
tries, so that we can have a bigger
fund world-wide to avoid the conta-
gion, to avoid this spreading to dif-
ferent parts of the world,” he said.

Mr. Brown last week said the

roughly $250 billion in funds avail-
able to the International Monetary
Fund to help stem the crisis isn’t
enough. He called on oil-rich na-
tions and other countries with
large foreign-exchange reserves to
boost the resources.

Mr. Brown said he hopes to win
support for an expanded fund in
time for the Nov. 15 summit of
world leaders in Washington. “I see
the world moving closer together
to work to solve these problems,
and the reason I’m here is to make
sure that all countries in the world,
those with big resources like the
Gulf states, those with big sur-
pluses like China are working with
Europe and America to find a solu-
tion to these problems, which are
global,” he said.

He said the world economy will
get through the downturn much
faster if there is “common action

and coordinated responses” to the
crisis.

He suggested further monetary-
policy easing in the U.K. and else-
where is appropriate. “Now that in-
flation is brought under control, we
are going to see—as we
have seen—two cuts in in-
terest rates, and I believe
that the trend around the
world…is to respond to the
fall in oil price and the fall-
ing food prices that we’re
seeing at the moment,” he
said.

Mr. Brown said the Nov.
15 summit would see fur-
ther “coordinated” policy
response to the financial
crisis.

The Bank of England cut its
benchmark interest rate by one-
half percentage point on Oct. 8,
part of a coordinated cut by several

central banks. The Monetary Policy
Committee meets again Nov. 5-6.
The Bank of England is expected to
make another 0.5 percentage-point
cut, to 4%, when it announces the re-
sults of its monthly rate-setting

meeting Thursday.
Mr. Brown, who met

with Saudi King Abdullah
on Saturday, reiterated his
call for low and stable oil
prices.

“There’s a determina-
tion that we have a more
stable energy market, not
this volatility, not this re-
ally bad time when so
many people saw the
petrol prices go up so
quickly,” he said. “I want to

see more stability as well as lower
prices.”

He also called on U.K. companies
to respond more quickly to the

sharp fall in oil prices by cutting
prices. “I hope we’ll see the compa-
nies that haven’t yet followed the
faster move down doing so in the
next few days,” he said.

Mr. Brown also commented on
reports of a possible second bidder
for U.K. bank HBOS PLC, which is
set to be merged with Lloyds TSB
Group PLC.

He said the government would
consider any new offer. However,
he noted that had the government
not intervened to encourage a
merger with Lloyds, the company
“would have fallen altogether.”

“Of course we’ll look at every of-
fer, and of course that’s part of the
process of shareholders sorting out
what the future is,” he said, “but
let’s remember the problems that
HBOS had and why we had to inter-
vene with so much money in the
first place.”

Gordon Brown

LEADING THE NEWS

By Rogerio Jelmayer

And Alastair Stewart

SÃO PAULO, Brazil—Spanish
banking giant Banco Santander SA
plans to invest 2.6 billion Brazilian
reais ($1.2 billion) in Brazil during
the next two years as part of its
plans to expand its business by 15%,
Santander Chairman Emilio Botín
said Friday.

Speaking here, Mr. Botín said the
company’s aim is to become Brazil’s
largest private bank in terms of prof-
its, though not in assets, overshad-
owing local rivals Banco Bradesco
SA and Banco Itau Holding Finan-
ciera SA. “Brazil is one of Banco
Santander’s priorities and this plan
represents a decisive step toward
becoming the No. 1 private bank in
the country,” he said.

The company’s net profit in Bra-
zil is expected to reach 7.9 billion
reais by 2010, up from a forecast
4.8 billion reais in 2008, boosted by
funds from Banco Real, which
Santander acquired last year from
Dutch bank ABN Amro Holding NV.

Mr. Botín said Brazil’s economy
is in the best shape in decades and
well prepared to face the current fi-
nancial crisis. Brazil’s central bank
has announced a stream of mea-
sures to ensure small and midsize
banks don’t fold amid the credit
crunch.

Santander expects its Brazilian
operations will boost its annual
profit growth by 5% between 2008
and 2010. “Brazil offers tremendous
potential for growth as it is well set
to ride out the global slowdown,”
said Fabio Barbosa, Santander’s
chief executive in Brazil.

Santander’s goal is to raise its
share of the Brazilian market from
the current level of 10%-12%
through organic growth rather than
through acquisitions.

Earlier this week, Santander
posted a 4.4% increase in third-quar-
ter net profit, boosted by higher
lending profitability and the take-
over of Banco Real. Profit at Santand-
er’s Latin American franchise rose
6% to Œ2.17 billion ($2.77 billion). In
dollar terms, profit from Latin Amer-
ica was up 20%.

 —Jason Sinclair in Madrid
contributed to this article.

Banco Santander
plans $1.2 billion
Brazil investment
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With $16.5 billion being invested in Boeing aircraft and $30.5 billion in Airbus, the pulse of Qatar’s growth is quickening.Qatar Financial Centre

is at the heart of this economic development. For opportunities in project finance, insurance, reinsurance, corporate and private

banking, asset management and Islamic finance, QFC provides access, facilities and

an independent regulatory authority operating to internationally recognised standards. Contact: stuartpearce@qfc.com.qa

One of the world’s

largest aircraft orders

has put Qatar

on the map

www.qfc.com.qa
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By Sarah Childress

NAIROBI, Kenya—Midway
through the latest dramatic pro-
duction being staged at the Na-
tional Theatre here, the cast—
stomping and shaking—belts out
in Swahili a jaunty number called
“Obama si Osama,” or “Obama
isn’t Osama.”

It is one of a handful of songs
that director George Orido helped
write for “Obama the Mu-
sical,” which opened
here Sunday afternoon to
an enthusiastic crowd of
hip young Kenyans. Some
stopped to buy T-shirts
reading “Thumbs Up for
Obama!” on sale just out-
side, and gathered after-
ward to giggle about the
martial jig Sen. John
McCain’s character per-
formed.

A rowdy mix of En-
glish, Swahili and other Kenyan
languages, the show purports to
tell Barack Obama’s life story
through song and African and
Latin dance. It isn’t exactly non-
partisan.

“I asked them whether they
were passionate about Barack
Obama,” Mr. Orido says about his

30-member cast. “That was the
No. 1 qualification.”

That isn’t tough to find in
Nairobi, where Obama-mania is
something of a local pastime. Sen.
Obama’s Kenyan roots—his father
was Kenyan and a grandmother
still lives in a small village in the
Western part of the country—
have made him something of a fa-
vorite son here.

Kenyans packed bars into the
early morning on debate nights,
cheering him on against Sen.
McCain. A popular order—a beer
called Senator—is now nicknamed
“Obama.” Street vendors hawk
Obama T-shirts, hats, bumper stick-
ers, and DVD recordings of his

speeches.
Mr. Orido, a local soap-

opera star, used Mr.
Obama’s memoir, “Dreams
from My Father,” as inspira-
tion. In addition to direct-
ing the production, Mr.
Orido has also written most
of the lines and the songs.

The musical opened
Sunday inside the crown
jewel of Kenya’s vibrant
performing-arts scene.
The 420-red-velvet-seat

National Theatre hosts everything
from poetry readings and folk-mu-
sic performances to beauty pag-
eants and classic Western and
modern African plays, musicals
and international film festivals.

Eric Makori, 23 years old, is the
young man tapped to play Mr.
Obama. A recent college graduate

who says he has been acting since
age 5, Mr. Makori draws inspira-
tion from a powerful emotion:
“My love for Obama. I love this
guy—a lot.”

Mr. Makori says he watched
Sen. Obama’s speeches to finesse
his performance. In one scene, the
star tenderly twirls his wife

Michelle, played
by the wiry,
22-year-old
beauty Ruth
Njeri, during a
rhumba dance,
and then leads
other actors in a
conga-style
sashay around
the stage.

Ms. Njeri,
who is studying
to be a flight at-

tendant, has appeared in some local
productions, but this is her big
break. “It’s huge!” she gushes.

Also in on the act: President
George W. Bush, Sen. McCain, and
his running mate, Alaska Gov. Sarah
Palin. Joseph Biden appears at the fi-
nale, but didn’t merit a speaking
part.

“He didn’t bring anything dra-
matic to my message,” Mr. Orido
said. “But he’s a nice guy.”

Paul Kamau, 20, plays Sen.
McCain. “I’m gonna have to do
something about my hair,” he con-
fesses, shyly passing a hand over
his thick black curls.

Mr. Kamau sings with a grav-
elly cackle, drawing instant gig-

gles from the rest of the cast. “He
says I am old/I’ll show him I’m
gold!” he croons.

Just in case anyone in the audi-
ence still suspects Mr. Obama of
being Muslim, Mr. Orido has his
star perform a lengthy conversion
scene early in the show. He sinks
to his knees, chants a verse from
the Gospel of John (3:16) and joins
the rest of the cast in a musical ren-
dition of “Our Father.”

The grande finale opens in Den-
ver, at the Democratic National
Convention, where the entire cast
crowds the stage for some salsa
dancing, and one last ode, this
time called “Hope.”

Ms. Palin and Messrs. McCain
and Bush join in the dance. Mr.
Orido says he knows the Republi-
cans weren’t really at the conven-
tion. “But here, we’re bringing
them together.”

Sanofi boosts outlook
despite hit from generics

Kenyans sing Obama’s praises, then bow
Musical inspired
by senator’s memoir
opens in Nairobi

Eric Makori

Performers at a rehearsal of ‘Obama the Musical,’ a rowdy mix of English, Swahili
and other Kenyan languages that purports to tell Barack Obama’s life story.

Paul Kamau

MARKETPLACE

By Jeanne Whalen

And Elena Berton

Drug giant Sanofi-Aventis SA
said its quarterly profit fell 28% on
acquisition charges and a decline in
sales, hurt by currency fluctuations
and competition from low-cost ge-
neric medicines.

Paris-based Sanofi still raised its
full-year forecast, saying that earn-
ings per share, excluding certain
items, should increase by about 9%
in 2008, compared with a previous
forecast of an 8% gain. That fol-
lowed similar earnings upgrades
last week from AstraZeneca PLC
and Novo Nordisk AS, reflecting the
relative strength of the pharmaceu-
tical industry amid the current eco-
nomic downturn.

Sanofi said sales for the quarter
ended Sept. 30 fell 2.4% to Œ6.85 bil-
lion ($8.68 billion). Net income fell
28% to Œ1.33 billion on acquisition
and restructuring charges, from
Œ1.85 billion in the same quarter a
year ago.

Last month, Sanofi said it was
halting European sales of the obe-
sity drug Acomplia at the request of
the European Medicines Agency,
which is concerned about the drug’s
psychiatric side effects. On Friday,
Sanofi said it would stop developing
another drug, surinabant, that it
had been testing as a smoking-cessa-
tion aid. It also dropped develop-
ment of an experimental drug for di-
abetes.

Analysts believe Sanofi is in for a
shake-up in December when its new

chief executive, Chris Viehbacher,
takes over from departing CEO Ger-
ard Le Fur. Sanofi’s stock is one of
the cheapest in the drug industry, re-
flecting investor concern that the
company doesn’t have enough
drugs in development to keep sales
growing.

Sanofi’s board has said it wants
Mr. Viehbacher to improve drug de-
velopment, strengthen Sanofi’s busi-
ness in emerging markets, and in-
vest in other areas of medicines and
health care. Sanofi recently ac-
quired Czech generic drug maker Ze-
ntiva NV and U.K. vaccine specialist
Acambis PLC in a bid to diversify its
business.

Vaccine sales rose a healthy 9.4%
to Œ947 million, compared with pre-
scription-drug sales, which in-
creased 4.9%, to Œ5.9 billion.

Older products such as sleeping
pill Ambien and cancer treatment
Eloxatin continued to be hit by com-
petition from low-cost generic cop-
ies. Sales of the insulin brand Lan-
tus rose 29% to Œ612 million in the
quarter, thanks to a new device,
called the SoloStar pen, that is used
to inject the insulin. Blood-thinner
Plavix, Sanofi’s second best-selling
product, rose 5.7% to Œ630 million,
but sales in Europe rose a modest
0.9%, hit by the launch of generic
copies in Germany.

One of the bright spots in Sanofi-
Aventis’ pipeline is Multaq, a heart
drug that the U.S. Food and Drug Ad-
ministration is currently reviewing.
Further data for the drug is ex-
pected at an American Heart Associ-
ation meeting in New Orleans.
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Suzlon Energy reports loss
amid wind-turbine troubles

Source: the company

Pumped up
Chevron’s quarterly net income
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Chevron doubles profit
amid high prices for oil

Kazakh oil-field pact set
Firms and state sign
a deal led by ENI
to develop Kashagan

Some gold miners move to expand
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By Shirleen Dorman

Chevron Corp. said third-quar-
ter net income more than doubled
amid historically high oil and gas
prices and improved profit on re-
fined products, although oil and
natural-gas production fell 5.7%.

The U.S. oil company said it has
no plans to trim capital spending.

While the 2009 budget isn’t fi-
nal, Chief Financial Officer Steve
Crowe said Chevron expects to
spend an amount similar to this
year’s $22.9 billion. He also said
the company won’t stop any long-
term projects that have achieved
final approval.

The sentiments underscore the
strength of major oil companies in
the face of oil prices that have
fallen 50% in three months, and
their ability to withstand a global
credit crisis that has spread from
banking to Main Street.

Chevron Chief Executive David
O’Reilly said on Friday that “disci-
plined capital spending and tight
control over costs remain ex-
tremely important,” but the com-
pany will continue investing in at-
tractive projects.

California-based Chevron
posted net income of $7.89 billion,
or $3.85 a share, compared with
$3.72 billion, or $1.75 a share, a
year earlier. Revenue rose 43% to
$78.87 billion.

Income in Chevron’s business
segment that explores for and pro-
duces oil and natural gas rose
80%, mainly because of high oil
and natural-gas prices. Crude-oil
prices hit a record in early July,
but dropped throughout the quar-
ter ended Sept. 30. Still, prices re-
mained at historically strong lev-
els. The average per-barrel price
in the U.S. for crude oil and natu-
ral-gas liquids increased 60%,
while the price of natural gas rose
59%, both from year-earlier levels.

Profits more than quadrupled
in the company’s refining, market-
ing and transportation segment,

driven by improved margins on re-
fined products, especially in the
U.S.

Those margins were aided by
the swoon in crude prices during
the late summer from the record
in July.

Shares in Chevron rose 42
cents to $74.60 at 4 p.m. Friday in

composite trading on the New
York Stock Exchange.

Chevron said world-wide pro-
duction dropped during the quar-
ter amid lost production because
of U.S. hurricanes and reduced vol-
umes from some international
deals.

Its decline was similar to the
8% production drop that Exxon
Mobil Corp. reported on Thurs-
day. The drops illustrated some of
the difficulties the world’s biggest
oil companies are having in main-
taining output levels.

The Kashagan field in the Caspian Sea was the biggest oil find in 30 years when it
was discovered in 2000, but development has been plagued by delays.

CORPORATE NEWS

‘Tight control’ over
costs remains
important,
Chevron’s CEO said.

By Guy Chazan

LONDON—A group of Western
oil companies signed an agreement
with the Kazakhstan government re-
solving a long-running dispute over
one of the world’s largest oil fields.

For months, the Kashagan field
in the Caspian Sea has been the fo-
cus of a standoff between the Ka-
zakh authorities and a group of com-
panies led by ENI SpA of Italy.

Kashagan was the biggest oil
find in 30 years when it was discov-
ered in 2000. But the field develop-
ment has been plagued by delays
and cost overruns.

The Kazakh authorities ap-
proved Friday the revised Kashagan
development plan, the details of
which were hammered out over the
summer. Under the deal, the Kazakh
state giant KazMunaiGaz will dou-
ble its stake and ENI will lose its sta-
tus as sole operator, sharing respon-
sibilities with its partners in the con-
sortium developing the field.

Production will start in late 2012,
seven years later than first planned,
with output rising to 1.5 million bar-
rels a day by the end of the next de-
cade. That will make Kashagan the
world’s most productive oil field af-
ter Ghawar in Saudi Arabia.

“This is a logical solution,” said
Paolo Scaroni, ENI’s chief execu-
tive, in an interview from the Ka-
zakh capital, Astana. “I’m feeling at
ease with it.”

Also on Friday, ENI said third-
quarter net profit jumped 37% on
the back of rising oil prices and
higher production. The company
earned Œ2.94 billion ($3.76 bil-

lion), compared with Œ2.15 billion a
year earlier.

Kashagan is one of the most tech-
nically challenging oil projects in
the world. The development is in
shallow water that ices over in win-
ter, and the oil is under extremely
high pressure and contains huge
amounts of lethal hydrogen sulfide.
The project also has more partners
than most ventures of its kind: be-
sides ENI, there is Royal Dutch
Shell PLC, Exxon Mobil Corp., To-
tal SA, ConocoPhillips, Inpex Hold-
ings Inc. of Japan and KazMunai-
Gas. Strained relations between
partners have added to the
project’s complexity.

In August 2007, the Kazakh gov-
ernment effectively shut down the
project, after ENI said costs would
soar to $136 billion from $57 billion,
and pushed back the start-up date to
2010. After months of negotiations,
the sides agreed to double Kaz-
MunaiGaz’s stake to 16.81%, with all

of the partners reducing their
stakes. They also agreed that a
newly created North Caspian Operat-
ing Co., owned by all the consortium
members, would take responsibility
for developing the field from ENI in
January, with management duties
rotated among the partners.

ENI will complete the initial, ex-
perimental phase of the project but
in the second phase, responsibility
will be split with ENI—in charge of
the onshore plant—and Shell—the
offshore facilities—while Exxon will
conduct drilling operations. A state-
ment from the consortium said ENI,
Shell and Exxon would each control
matters such as staffing, procure-
ment and operating procedures and
would apply their own companies’
management systems.

Some analysts have questioned
the new setup. In a note, Morgan
Stanley said the new structure was
“ambiguous” with internal conflict
“highly likely.”

By Robert Guy Matthews

At a time when many mining
companies are delaying expansion
projects and conserving cash,
some smaller miners are forging
ahead and expanding in hopes of
gaining market share, especially in
the gold market.

With the U.S. dollar generally
strengthening against the Cana-
dian dollar, the euro and some
South American currencies, gold
miners with operations in those
countries have an advantage: They
have lower local labor and produc-
tion costs because of the weaker lo-
cal currencies but can sell the gold
in strong U.S. dollars.

Miners with sufficient cash re-
serves are using that advantage to
try to position themselves with mar-
ket-ready minerals when the econ-
omy strengthens. Since it takes
about seven years to develop a
mine, from exploration to getting
the metal out of the ground, there’s
always a risk in trying to time a mine
to be ready when demand picks up.

“It is a good time to do an expan-
sion,” says Mark Tessier, vice presi-
dent of operations for Canada’s
Kirkland Lake Gold Corp., a Cana-
dian miner that has announced a
$40 million expansion of its gold
fields. “You have to have a good
product, a good project and you

have to be able to finance it your-
self. If you don’t have those things
you are in trouble.”

The story is the same at Agnico-
Eagle Mines Ltd., another Canadian
gold miner expanding its gold pro-
duction as some of its competitors
wait out the volatility. David Smith,
vice president of investor relations,
says that the company has about
$150 million in cash to help finance
expansion into mines in Canada, Fin-
land and Mexico.

Gold prices, though down from a
high of $1,032 an ounce in March,
are still relatively high, settling at
about $737 an ounce on Friday. But
October wasn’t a good month for the
commodity as it suffered its worst
drop in more than two decades be-
cause of the strong dollar.

While gold is considered particu-
larly attractive because the mid-to-
long-term view generally is that
prices will rise, some miners are
also expanding production of other
minerals. BHP Billiton is planning to
expand its production of uranium
and copper, as well as gold, at its
Olympic Dam in Australia.

Analysts say metal prices in the
short- to midterm are expected to
continue to fall or stabilize at their
current lower level, as China and
other industrial countries dial back
their demand for metals amid the
economic slowdown. UBS Warburg

cut its outlook for growth in metals
prices next year to 1.3% from 2.2%,
though prices and demand for pre-
cious metals, such as gold and silver,
are viewed as likely to rise more
quickly than for base metals, such as
copper, zinc and nickel. UBS said
there may be more downside to com-
modity prices, especially for base
metals, prompting some miners to
conserve cash.

Australia-based nickel-pro-
ducer Mincor Resources NL is plan-
ning to cut its nickel production by
about 17% due to a sharp drop in
nickel prices to about $12,000 a met-
ric ton at the end of October from
about $30,000 a ton earlier this
year. Copper and zinc miner Kagara
Ltd. announced that it would scale
back exploration of additional zinc
and lead mines because of falling
metal prices and the need to con-
serve cash.

Smaller gold producers don’t
have the luxury to produce other
metals, and for those who have
cash, now is the time to move. “In
the long run, I think people will see
the value of having gold in their port-
folio,” says Mr. Smith, of Agnico-Ea-
gle. He says the company produces
about 8,500 kilograms of gold a
year. He estimates that the com-
pany is on track to produce about
17,000 kilograms next year, and
37,000 kilograms by 2010.

By Tom Wright

Suzlon Energy Ltd., the embat-
tled Indian wind-turbine maker,
swung to a net loss of 1.3 billion ru-
pees ($26 million) in the quarter
ended Sept. 30, hurt by foreign-ex-
change losses and provisions re-
lated to problems with some of its
blades cracking in the U.S.

Suzlon’s net loss contrasted
sharply with the net profit of 3.75 bil-
lion rupees reported in the same
quarter of 2007. Foreign-exchange
losses, because of a weakening In-
dian rupee, amounted to 2.3 billion
rupees compared with a small gain
in the year-earlier quarter. The com-
pany also set aside 477.7 million ru-
pees to cover potential compensa-
tion it may have to pay customers in
the U.S. because of blade failures.

Revenue rose 33% to 41.8 billion
rupees, reflecting higher sales of
wind turbines. But outstanding or-
ders, an indicator of future sales,
fell 15% to 140.52 billion rupees
from 164.91 billion at the end of July.

Suzlon is facing mounting scru-
tiny after it announced a plan ear-
lier this year to strengthen 1,251
blades, almost the entire amount it
has sold in the U.S., after a number
of them began to crack. A 43-meter
blade broke off a Suzlon wind tur-
bine in Illinois in late October. Ana-
lysts say it is as yet unclear how
much its technology problems will
cost Suzlon financially.

To improve its technology, Su-
zlon agreed last year to buy RE-
power Systems AG, a German tur-
bine maker, for $1.7 billion. Friday,
Suzlon said it was in talks with Marti-
fer SA of Portugal to delay a planned
December purchase of Martifer’s
22.5% stake in REpower. Earlier last
week, Suzlon halted a rights issue of
as much as 18 billion rupees—de-
signed to finance the takeover—be-
cause of falling stock markets.

Suzlon also said Friday that it
would save 6.69 billion rupees by
scrapping a plan for a new India-
based factory to build wind-turbine
towers.
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P&G marketer sets up own shop
By Suzanne Vranica

Jim Stengel, the departing glo-
bal marketing chief at Procter &
Gamble, is moving from a big adver-
tiser to a small start-up, hoping to
remedy some of what he thinks is
wrong with the industry.

Starting Monday, the 25-year
P&G veteran is opening Jim Stengel

LLC, which will try
to persuade compa-
nies to buy into a

newfangled way of selling. It’s
called “purpose-based marketing,”
which Mr. Stengel says is about de-
fining what a company does—be-
yond making money—and how it
can make its customers’ lives better.

“Marketing is in need of a major
overhaul,” and “trust in brands is at
an all-time low,” says Mr. Stengel,
who is funding the venture himself.

The well-known adman main-
tains that the idea of “purpose” isn’t
just the latest cooked-up marketing-
speak. He says dozens of companies
and brands have used this ap-
proach. He points to P&G’s Pampers
brand, which several years ago de-
cided it had a higher purpose: help-
ing moms develop healthy, happy ba-

bies, rather than just keeping ba-
bies’ bottoms dry.

To drill home that message, the
company offered parenting advice
and teed up experts on an array of
parenting topics. It also did re-
search on why babies don’t sleep, a
study that eventually yielded a de-
sign change in Pampers to give
them a more cloth-like feel. The new
design keeps babies warmer, help-
ing them sleep better.

The brand won market share. Mr.
Stengel says there were several rea-
sons for the gain. The repositioning
helped inspire employees. It built
trust and an emotional connection
to the consumer. And it helped dif-
ferentiate the brand.

Mr. Stengel is a believer in the
concept: he says he is writing a book
with the working title “Packaged
Good,” which will expand on the
idea.

A similar approach, he says,
worked for Safeguard in Pakistan
several years ago. The antibacterial
soap was floundering in the country
in 2003, until P&G decided that the
soap would help fight diarrhea, the
cause of many early childhood
deaths in the region.

P&G designed a superhero char-
acter dubbed “Commander Safe-
guard” to use in ads and teamed up
with moms, educators and doctors
to tout basic hygiene—such as hand-
washing—as a way to combat the
scourge. The brand’s market share
in Pakistan soared.

Some ad experts believe Mr. Sten-
gel’s approach is a little too touchy-
feely for these tough times, when
consumers are more interested in
buying cheaper brands because of
the economic downturn. This ap-
proach is “not going to save your ba-
con in this tough world,” says Jack
Trout, president of Trout & Part-
ners, a marketing-strategy firm in
Old Greenwich, Conn. Consumers
are “going for the cheaper guy now.”

Indeed, P&G on Wednesday said
it would shift marketing gears, pro-
moting the value and prices of its
brands. Why? Because it “works
with consumers,” Chief Executive
A.G. Lafley said during the compa-
ny’s fiscal first-quarter earnings
call with analysts.

Advertising value and purpose-
based marketing “are not mutually
exclusive,” argues Mr. Stengel. “I be-
lieve that you can communicate

value and build emotional equity at
the same time.”

Some experts think the new ap-
proach hits an emerging sweet spot
with consumers that’s been build-
ing for some time. Consumers
“want brands that have a purpose
beyond materialism,” says J. Walker
Smith, president of market-re-
search firm Yankelovich. “The rat
race of having material things isn’t
proving to be as fulfilling for people,
and they want more.”

Still, the recession could hamper

Mr. Stengel’s ability to persuade cli-
ents to pony up money for his exper-
tise. “I think it’s a real difficult time
right now for anybody to launch a
business,” says Russel Wohlwerth, a
principal at Ark Advisors, a firm that
helps marketers pick ad agencies.

Mr. Stengel says he already has
signed a handful of clients but some
marketers are off limits. Mr. Stengel
isn’t able to work for any P&G rivals
because he signed a three-year non-
compete agreement with his former
employer.

Sony lithium-ion
batteries for laptops
are recalled. Page 7

Sites help with
‘salary range’ issue.
WSJ.com/Careers

Split may bedevil Redstones’ debt talks
Two ideas for selling
assets gain ground
amid family tensions

Co
m
m
an

de
rs
af
eg
ua

rd
.c
om

Behind the scenes of ‘Obama the Musical,’
which opened in Nairobi to an enthusiastic
crowd of hip young Kenyans. Page 30

By Merissa Marr

I
N RECENT YEARS, media mo-
gul Sumner Redstone has bat-
tled with his daughter and
business partner, Shari, over
their differing visions for the

family business. Now, as they race
to solve their looming debt prob-
lems, those divisions threaten to
complicate make-or-break discus-
sions about the future of the Red-
stones’ holding company.

National Amusements Inc.,
which houses the family’s control-
ling stakes in CBS Corp. and Viacom
Inc., as well as other assets, has
been in urgent discussions with
lenders to restructure its $1.6 bil-
lion of debt and pre-empt a Decem-
ber deadline to pay off half of it.

Those negotiations are still far
from concluded, but one thing is
clear: The Redstones will almost cer-
tainly need to sell some holdings to
bring their mass of loans and notes
under control.

As their advisers explore op-
tions, two ideas have been gaining
traction, people familiar with the sit-
uation said: selling part of the fami-
ly’s movie-theater chain, a business
Ms. Redstone runs and has ex-
panded aggressively, or selling a
stake in National Amusements, po-
tentially diluting Mr. Redstone’s con-
trol, or at least diluting returns.

Both alternatives could give rise to
a tussle between the two relatives.

While the 85-year-old Mr. Red-
stone controls National Amuse-
ments, Ms. Redstone, 54, who is
president, is leading the discussions
with lenders. Mr. Redstone last
month ruled out one option: selling
any more of the family’s shares in Vi-
acom or CBS beyond the $233 mil-
lion worth he sold in October, in a
move that surprised the market.

Still, that hasn’t stopped the ru-
mor mill from going into overdrive
about the possible sale of either
company, or their assets.

This isn’t the first time Mr. Red-
stone has faced difficult choices
about his empire. Back in the 1980s

when he bought Viacom, his lenders
requiredhim to sell assetsover atwo-
year period to bring down the debt
he took on in the deal. That is cer-
tainly a possibility this time, too, say
people familiar with the situation,
but Mr. Redstone must first navigate
his family issues.

Already there are signs of ten-
sion: Ms. Redstone fired off a public
statement as discussions began, say-
ing the movie theaters weren’t to
blame for the company’s predica-
ment—something her camp sus-
pected her father was suggesting be-
hind the scenes, according to people
familiar with the situation.

Mr. Redstone responded by tell-
ing his daughter privately they need

to focus on the bigger issue at hand,
the people said.

Spokeswomen for National
Amusements and Ms. Redstone de-
clined to comment. A spokesman for
Mr. Redstone declined to comment.

Mr. Redstone and his daughter
have long battled over the future of
the movie-theater business. Ms.
Redstone, who bares a striking re-
semblance to her father, is a big be-
liever in the theaters, and has la-
bored to upgrade them and expand
the business abroad, moves that con-
tributed to the company’s debt bur-
den, much to Mr. Redstone’s cha-
grin. Despite making his start in
that business, Mr. Redstone doesn’t
believe in the business, and has at
times pushed to sell it.

After a falling out last year,
which at times reduced Mr. Red-
stone and his daughter to communi-
cating only via fax, the two tried and
failed to strike a deal whereby Ms.
Redstone would take ownership of
the theaters in exchange for her
20% stake in National Amusements.

Mr. Redstone owns the other 80%
of the holding company, which also
holds stakes in videogame company
Midway Games Inc. and slot-ma-
chine company WMS Industries Inc.

People familiar with the situa-
tion say the theaters are the one as-
set that would be relatively easy to
sell, especially if they could be of-
fered for sale in regional groups to
see which would raise the most
money. Analysts value the entire
chain, which owns about 1,500
screens, at around $700 million. Un-
like many chains, it owns, rather
than leases, much of the real estate

its theaters stand on.
Selling the theaters does have its

drawbacks. As one of the few cash
generators in the Redstones’ portfo-
lio, the business could be instrumen-
tal in meeting what could be signifi-
cant debt payments under any re-
structuring deal.

The second idea—selling a stake
in the holding company—is some-
thing that could be more appealing
to Ms. Redstone because it would
preserve the media empire. But any-
thing other than a silent partner
would probably be too much for Mr.
Redstone to stomach, people fam-
liar with the situation say. Indeed,
the appeal of such an investment for
an outsider would be as a path to
possible future control, and any
partner would probably want vot-
ing rights. Still, such an option is be-
ing explored, these people say.

In the meantime, for an easy
cash fix, Mr. Redstone may sell his
interests in Midway and WMS, peo-
ple familiar with the situation say.
The stake in Midway is valued at
just $50 million, another source of
tension between Mr. Redstone and
his daughter. Ms. Redstone was op-
posed to Mr. Redstone’s move to ac-
cumulate an 87% stake in the com-
pany, which cost National Amuse-
ments some $800 million. Midway
stock has fallen 97% in the past
three years as it failed to develop
new hit games.

People caution that deliberations
areinanearlystage,andthatMr.Red-
stone, not his daughter, ultimately
has the final say. Any deal with lend-
ers, if there is one to be done, is un-
likely before December, they say.
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Safeguard soap used ‘purpose-based marketing’ in Pakistan. Commander
Safeguard was its diarrhea-fighting mascot.

Sumner Redstone is flanked granddaughter Kim, left, and daughter Shari.
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By J. Lynn Lunsford

Boeing Co.’s 27,000 union ma-
chinists began returning to their
jobs Sunday as the company and
its suppliers started digging out
from a 57-day strike that shut
down jetliner production and
caused ripples throughout the
aerospace industry.

Because of the industrial chore-
ography required to revive a far-
flung supply chain from a state of
suspended animation, Boeing exec-
utives have said, it will be several
weeks before the Commercial Air-
planes unit is running at full
speed. Even after that, people fa-
miliar with Boeing’s recovery
plans said, it is unlikely that the
Chicago aerospace company will
risk a costly manufacturing stum-
ble by trying to ramp up produc-
tion too quickly. The company
missed at least 70 deliveries as the
result of the strike.

Boeing officials said they plan
to update their delivery estimates
soon after the
factories are up
and running.
During an earn-
ings conference
call on Oct. 22,
Chief Financial
Officer James
Bell said he ex-
pected that pro-
duction would
probably be de-
layed “on a day-
for-day” basis
however long the strike lasted,
plus additional time to bring the
factories up to speed.

The strike, which was the long-
est at Boeing in a decade, cost the
company an estimated $100 mil-
lion a day in deferred revenue. It
also threw Boeing even further be-
hind on its flagship 787 Dream-
liner jet program, raising the pros-
pect that Boeing may fall short of
its goal of delivering the first air-
planes next year, as planned.

Officials with International As-
sociation of Machinists and Aero-
space Workers said 74% of union
members voted Saturday to ac-
cept a new contract that includes
a 15% increase in wages and im-
proved job security. In a change
that will guarantee Boeing a more
predictable delivery timeline, the
union agreed to extend the con-
tract a year to four years in ex-
change for increased pay and
other concessions.

District 751 President Tom
Wroblewski praised the striking
workers during a news conference
Saturday night, saying “their soli-
darity on the line was a strong mes-
sage to the Boeing Co.”

Boeing executives are “looking
forward to having our team back
together,” Commercial Airplanes
President Scott Carson said in a
prepared statement. The new con-
tract “addresses the union’s job-
security issues while enabling Boe-
ing to retain the flexibility needed
to run the business.”

The strike, which began on
Sept. 6, was resolved with the help
of federal mediators. The Machin-
ists won key concessions, includ-
ing a promise that Boeing would
limit, but not abandon, its use of
contractors for work that had pre-
viously been done only by Machin-
ists.

BT cuts earnings outlook
Head of services unit
resigns amid delay
in reducing costs

Scott Carson

By Erica Herrero-Martinez

LONDON—BT Group PLC
warned that its fiscal-year earnings
will fall slightly, blaming rising
costs at a unit that provides ser-
vices to multinational companies
and saying the head of the unit has
stepped down.

The U.K.-based telecommunica-
tions company said its global-ser-
vices unit, which manages informa-
tion-technology and telecom ser-
vices for businesses, didn’t cut costs
as quickly as expected in the fiscal
second quarter, which ended Sept.

30. The division, a growth driver for
BT in recent years, was also hit by a
continued sales decline in the U.K.,
where margins are high.

BT shares closed at 115.10 pence
($1.85), down 27 pence, or 19%, Fri-
day on the London Stock Exchange.

“I want to be clear I think this is
an internal BT operational matter
and not anything to do with the ex-
ternal environment,” Chief Execu-
tive Ian Livingston said in a confer-
ence call Friday.

The head of the division, François
Barrault, has resigned, and will be
succeeded by Chief Financial Direc-
tor Hanif Lalani, who will speed up
cost-cutting at the division, BT said.
Mr. Lalani had been head of BT’s
Northern Ireland operations.

The company has been expand-
ing the global-services unit for sev-
eral years. However, costs at the

unit are difficult to predict as cus-
tomers sometimes don’t fully dis-
close future requirements when
they outsource the maintenance of
their IT and telecom systems.

BT said the downturn at the glo-
bal-services unit means that while
total revenue for the quarter ended
Sept. 30 will be ahead of expecta-
tions, earnings per share and earn-
ings before interest, tax, deprecia-
tion and amortization will be
slightly below forecasts. The unit
will contribute Ebitda of £120 mil-
lion ($193.1 million), BT said. The
company is due to report earnings
on Nov. 13.

For the fiscal year ending March
31, BT said it still expects revenue to
grow but that Ebitda is now ex-
pected to decline slightly instead of
to rise, as previously forecast.

Mr. Livingston said the global-

services unit won’t undergo a
change in strategy, just in delivery
and execution. “We intend to set
new targets for this division as im-
proved performance is delivered,”
he said.
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On the London Stock Exchange
Friday: 115.1 pence, down 19%
Year-to-date change: down 59%

British Telecom
Boeing begins
to restore output
as strikers return
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UBS takes in $1.5 billion
for global infrastructure fund

www.efinancialnews.com

Getting less of the action
Capital raisings are
getting less lucrative
for investment banks

Mergers are getting done
faster as volatility grows

Sources: Company reports, Financial News
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The only thing going
Announced European bank
equity capital raisings in 
October, in billions

— NOTICE TO READERS —
The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

By Renée Schultes

I N A TOUGH year, investment
banks have earned hundreds of
millions of dollars helping banks

raise capital to meet governments’
and investors’ demands for stron-
ger balance sheets.

But the pickings in the second
half of the year are looking less rich
thanatthestartofit. EventhoughEu-
ropean financial companies an-
nounceda recordamountofequityis-
suance in October, many such deals
are being done in a way that reduces
investment banks’ involvement.

The combination of state-spon-
sored capital injections from the
U.K. and Swiss governments pushed
the announced pipeline for equity
capital raisings by European banks
to Œ91.7 billion ($11 7 billion) last
month. Capital raising in October
was even greater, including the
French government’s Œ10.5 billion
injection made in the form of subor-
dinated bonds, rather than equity.

The investment banks with the 10
largest financial-institutions divi-
sions in the Europe, Middle east and
Africa region, as measured by the di-
visions’ fees for work done in equity

capital markets, are now getting a
larger portion of their fees from
those divisions. In the year to date,
the work done by those divisions ac-
counted for $1.8 billion, or 55% of
their total equity-capital marker
fees, according to Dealogic. In the
same period of last year the at $1.7
billion in fees represented 32% of the
total.But investment banks can have
becomeless willingtounderwrite eq-
uity issues from banks, the most lu-
crative tasl in these deals. Several
rightsissuesintheU.K.receivedlack-
luster responses from shareholders
and the outlook for the banking sec-
tor as a whole has deteriorated. With
investment banks wary of taking on
the risks, some new kinds capital
raisings have emerged, which use in-
vestment banks as intermediaries to
varying extents, but none so much as
wheninvestmentbanksserved as un-
derwriters.

For instance, Royal Bank of Scot-
land Group PLC, Lloyds TSB Group
and HBOS PLC announced equity-
capital raisings in October, which
will be made available to the public
market. But those will be underwrit-
ten by the U.K. Treasury.

Banks serving as bookrunners on

these deals will typically earn fees
for advisory work, writing and sign-
ing off on the prospectus and selling
the securities. The fees for these ser-
vices are smaller than for underwrit-
ing, but they don’t require invest-
ment banks to take on the risk that
they do as underwriters. Last Friday,
for instance, Barclays said it would
pay its arranging banks Credit
Suisse and J.P. Morgan Cazenove
fees of £24.3 million on its £7 billion
capital raising.

John Crompton, head of equity-
capital markets, EMEA at Merrill
Lynch in London, said, “These mech-
anisms are enabling the markets to
continue to participate in bank capi-
tal formation that otherwise
wouldn’t have happened, and that’s
a good thing for the market. We’re
all beneficiaries from financial mar-
ket stabilization.”

Other banks, including ING NV in
the Netherlands and UBS AG in Swit-
zerland have negotiated deals di-
rectly with their respective govern-
ments - skipping the need for invest-
ment banks to act as intermediaries
— along the lines of capital raising
plans announced in the U.S. These
deals are seen as ones that would
have been difficult to get done in the
public markets.

A growing number of institu-
tions have come up with their own
underwriting arrangements with in-
vestors, in the event the public fails
to take up the full amount of shares
being issued. At the beginning of
last month, Italy’s UniCredit an-
nounced plans to raise Œ6.6 billion,
part of that coming from a Œ3 billion
through a rights issue.

However, the rights issue is under-
written by institutional investors,
which have agreed to purchase con-
vertible securities depending on the
take-up of the rights offering. Me-
diobanca,Merrill Lynch and UniCredit
are bookrunners on the rights issue.

Similarly, last week Swedish bank
Swedbank said it would raise 12.4 bil-
lion Swedish kroner ($1.56 billion)
through a new issue of preference
shares with preferential subscription
rights for existing shareholders. The
new issue is underwritten by a host of
savings banks and pension funds.

By Liam Vaughan

Mergers and acquisitions are be-
ing completed almost twice as
quickly as they were a year ago, ac-
cording to new research, as volatile
markets force bankers to rush merg-
ing companies from announcement
to completion.

The average duration of M&A
deals globally has fallen to 80 days
for the first nine months of this year
across all sectors, from 142 days last
year, according to analysis from
M&A consultant Towers Perrin us-
ing data from Mergermarket. Deal
times between financial-services
companies fell to 90 days from 134
days.

“The concept of seize-the-day is
changing conventional M&A pro-
cesses as the threat of future poten-
tial surprises pales next to the scale
of savings or strategic value that
might be achieved,” said Marco
Boschetti, head of global M&A and

restructuring at Towers Perrin.
“The risk inherent in that is not

getting the pricing right,” said
Larry Slaughter, co-head of M&A at
J.P. Morgan.

Wells Fargo & Co. aims to com-
plete its all-share acquisition of
Wachovia Corp., announced Oct. 3,
by the end of the year, a maximum of
90 days. Outside financial services,
Royal Dutch Shell PLC’s $5.5 billion
acquisition of Canada-based Duver-
nay Oil Corp., declared in July, was
completed in 40 days.

The fall in transaction times
comes as competition authorities
have deferred to other parts of the
government that are trying to facili-
tate rescue transactions amid the
credit crisis. It also follows a record
number of announced deals being
pulled in the three months to the end
of September. Some 297 deals were
withdrawn globally in the third quar-
ter, according to research provider De-
alogic, the highest quarterly total
since it started collecting data in 1995.

While the value of deals globally is
down 20% so far this year at $3.2 tril-
lion, the one-month premium, which
reflects the leap in share prices that
occurs when a deal is announced, con-
tinues to climb, averaging 31% last
month, compared with 26% in Sep-
tember, according to Dealogic. The av-
erage one-month premium offered
didn’t rise above 27% last year.

By Phil Craig

And William Hutchings

UBS Global Asset Management
has raised $1.5 billion for an interna-
tional infrastructure fund, its first,
and is lining up to launch private-eq-
uity funds as it moves to diversify
beyond mainstream bond and eq-
uity funds.

John Fraser, chairman and chief
executive officer of UBS AG’s funds
arm, said the significant demand for
the first infrastructure fund would
probably lead the firm to launch an-
other one next year. He said he was
encouraged by the demand from
long-term institutional investors, in-
cluding pension funds and sover-
eign wealth funds.

The UBS fund is one of many infra-
structure vehicles seeking investors.
At the end of September, investment
consultant Mercer estimated that
more than 100 infrastructure funds

are looking for $100 billion in com-
mitments from investors. At the
same time, data provider Preqin said
infrastructure fund-raisers were
looking for $95 billion in assets, com-
pared with $45 billion last year.

“The growth of the infrastruc-
ture asset-management business
also provides a great platform for us
to expand our alternatives business
into private equity,” said Mr. Fraser.

The flagship, international infra-
structure fund is now closed to new
investors and has committed to in-
vesting assets for a minimum of 15
years, according to the company. It
has already bought stakes in North-
ern Star Generation LLC, a closely
held U.S. power-generation busi-
ness; Southern Water Services Ltd.,
a U.K. water company, and Sauber-
macher AG, a European waste man-
ager. The fund is managed by the
firm’s infrastructure asset manage-
ment team, led by Steve Jacobs.
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Ford’s cash will be in focus
as it posts quarterly results

Cerberus focuses on GM
in deal talks for Chrysler

Toyota eyes sales in India
Auto maker builds
technical school
in comeback effort

Toyota to export U.S.-built autos

By Jeff Bennett

And John Stoll

DETROIT—General Motors
Corp. appears to be the lead candi-
date to acquire Chrysler LLC after
talks between Chrysler’s owner and
Nissan Motor Co. moved to the
back burner.

Cerberus Capital Management
LP, the private-equity fund that
owns an 80.1% stake in Chrysler,
has put its discussions with Nissan
on hold in favor of concentrating on
GM, according to a person familiar
with the discussions.

The news comes amid signs the
United Auto Workers union is pre-
paring to weigh in on a potential
GM-Chrysler merger, a combina-
tion that would likely put thou-
sands of Chrysler jobs in jeopardy.

In anticipation of potentially
tough discussions, the union re-
tained Steve Girsky, a former ad-
viser to GM Chief Executive Rick
Wagoner, to advise the union on the
talks, according to people familiar
with the matter.

Mr. Girsky, currently president
of Centerbridge Industrial Partners
in New York, will assist UAW Presi-
dent Ron Gettelfinger in evaluating
the talks between GM and Chrysler.

The UAW, representing hun-
dreds of thousands of GM and
Chrysler workers and retirees, has
begun meetings with the auto mak-
ers hoping to “get a grasp of the situ-
ation,” a person familiar with the
situation said.

Mr. Gettelfinger has spoken out
against a merger. At the end of last
month, the union chief said he “still
needs to be convinced” that a
merger, which would likely lead to
thousands more job losses, is a
good idea.

Although GM and Cerberus have
been talking for weeks, any deal
could be held up by a lack of financ-
ing. People close to the talks have
said GM would need about $10 bil-
lion to cover the cost of cutting jobs
at Chrysler and closing plants.

But the two sides haven’t per-
suaded investors to back a merger
and have struggled to persuade the
U.S. government to bankroll a deal.

Consulting firm Grant Thornton

LLP last week estimated 50,000 of
Chrysler’s 67,000 employees would
lose their jobs and seven of the com-
pany’s 14 auto-assembly plants
would close in a merger.

GM and Chrysler have been hit
hard by the deep downturn in auto
sales this year. High gas prices and
the sluggish economy have been
crimping auto sales for the past two
years, and the slump worsened
when financial markets fell into cri-
sis last month.

Auto makers are to report Octo-
ber sales Monday. Sales at GM,
Chrysler and Ford Motor Co. likely
fell more than 30%, according to
J.D. Power & Associates.

Cerberus has been in discus-
sions with Nissan since the begin-
ning of the year about having
Chrysler join the existing alliance
between Nissan and Renault SA. So
far, they have agreed Chrysler will
produce pickup trucks for Nissan,
and Nissan will make a compact car
for Chrysler.

Carlos Ghosn, who serves as
chief executive of both Nissan and
Renault, has said he would like to
add a North American partner to
the alliance. But last week he dis-
missed reports of talks with
Chrysler as speculation.

Cerberus and Chrysler officials
had no comment. Both have said
that talks about a potential merger
are only speculation.

Reports continue to swirl that
Cerberus is looking to make a move
regarding Chrysler as early as Tues-
day but has run into problems in lob-
bying for U.S. aid.

GM has sought federal aid to
make a deal possible, but the admin-
istration of President George W.
Bush has only signaled that it is will-
ing to accelerate awarding low-in-
terest loans for auto makers. The
loans were passed by Congress last
year and recently got the appropria-
tions necessary to move ahead.

Cerberus, which took over
Chrysler in August 2007, pledged
that it wouldn’t “strip” the cost out
of the company and then “flip” it to
a new buyer. The auto maker’s exec-
utives said Cerberus wanted to re-
turn Chrysler to its former status as
an American icon.

By John Murphy

BIDADI, India—To get ahead in
India’s increasingly competitive
auto market, Toyota Motor Corp. is
building a new plant and freshening
its lineup. It has also made an un-
usual investment: It opened a
school.

Built on a rugged hillside in
southern India that is populated
by wildcats and monkeys, Toyota’s
sprawling technical training
school, which opened last year,
gives about 180 junior-high-school
graduates an education in every-
thing from dismantling transmis-
sions to Japanese group exercises.

Toyota wants to turn students
like Satish Lakshman, the son of a
poor farmer, into a skilled em-
ployee who can lift the auto mak-
er’s fortunes in this key emerging
market. “We are learning disci-
pline, confidence and continuous
improvement,” says Mr. Laksh-
man, an energetic 18-year-old.

Competition for entrance to
Toyota’s school is tough. The insti-
tute received 5,000 applications
for 64 slots when it opened last
year. The draw for these young
men, all from poor families, is a
free education and a job if they do
well. The first class will graduate
from the three-year program in
2010, when Toyota plans to open
the plant to make its new small car.

The school is part of Toyota’s ef-
forts to stage a comeback in India.
During the last decade of rapid glo-
bal expansion, Toyota poured its re-
sources into expanding sales in the
U.S., Europe and China, often at

the expense of smaller markets
like India.

Toyota ranks seventh in sales in
India behind smaller Japanese ri-
vals such as Suzuki Motor Corp.
and Honda Motor Co., according to
market researcher CSM World-
wide Inc.. Since Toyota entered the
Indian market a decade ago, its
market share has slipped to 3.5%
from a high of 4.7% in 2003, in part
because its lineup here lacked a
small, low-priced car.

Now, as the U.S. market crum-
bles, Toyota is shifting its atten-
tion to India. The company is confi-
dent India’s auto market will con-
tinue its strong growth over the
longer term even though it is cool-
ing this year in the face of a global
economic slowdown.

In 2007, Toyota sold 54,000 ve-
hicles in India and aims to boost its
sales to 400,000 vehicles a year by
2015, or about 10% of the projected
Indian passenger car market of
four million vehicles. Suzuki has
about a 50% market share today.

“What we are trying to do is to
increase sales eightfold in eight
years. It’s going to be a really big
challenge,” says Hiroshi Naka-
gawa, head of Toyota’s operations
in India.

To reach its goal, Toyota plans
to add new models, including a
compact, lower-cost car to com-
pete in India’s fast-growing small-
car market. It plans to open a new
plant with annual capacity of
100,000 vehicles.

At the foundation of its growth
plan is the Toyota Technical Train-
ing Institute. India’s auto market is
growing at such a fast pace that
skilled workers are in short supply.
Toyota says the school will enable
the company to develop the produc-
tive, skilled employees it needs.

Toyota has taken a similar ap-
proach in China, where it has

helped the government run a tech-
nical training center since 1990.

In India, rival auto makers are
following Toyota’s lead. In Septem-
ber, Honda announced plans to
open a technical college. Other car
makers have formed partnerships
with India’s technical institutes to
improve training.

The school teaches students
practical skills such as welding,
auto assembly and maintenance. It
also gives the young recruits a
smattering of classes in such sub-
jects as math, English and Japa-
nese as well as lessons in the com-
pany’s cherished principles of con-
sensus building, continuous im-
provement and eliminating waste.

“Small drops of water make a
mighty ocean,” reads one sign on
campus.

“The industry is looking for a
person who is flexible, focused and
who can withstand a tough work-
ing environment,” says T. So-
manath, the school’s principal.

All students live in a dormitory
and wear uniforms of red caps, tan
shirts and brown slacks. Instruc-
tors emphasize a military-like at-
tention to detail, inspecting stu-
dents for stray facial hair and
loose shirttails.

When students go home for
weekend visits they often bring
these lessons with them. Mr. Laksh-
man says he told residents of his
poor farming village how Toyota’s
principles might improve their
time-tested ways of life. He encour-
aged them to find ways to save en-
ergy, including basics such as turn-
ing off a light when leaving a room.

Like most families in his village,
Mr. Lakshman’s uses a bicycle to
get around. But as India’s new pros-
perity slowly reaches his village
his family might one day be able to
afford a car, he says—maybe even
one that he helped build.

FOCUS ON AUTOMOBILES

Source: the company

Passage to India
Toyota’s vehicle sales in India
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Students at the Toyota plant in Bidadi, India

By Kate Linebaugh

And John Kell

Toyota Motor Corp. will begin ex-
porting its U.S.-built Sequoia and
Tundra vehicles to the Middle East
and Latin America, the latest move
by the Japanese auto maker to cope
with excess capacity and sagging de-
mand in the U.S. market.

This will be the first time Toyota
exports the Tundra pickup truck
and Sequoia sport-utility vehicle.
The shipments are to start in Decem-
ber and come as total U.S. auto sales
this year are expected to fall to the
lowest levels since at least the early
1990s. The company expects to ship
15,000 Sequoias a year to the Mid-
dle East. Latin America is to get 150

Sequoias and 1,000 Tundras.
Toyota had been gobbling mar-

ket share in the U.S. from its domes-
tic rivals, racking up profits and ex-
panding its product line into the
large-vehicle segment dominated
by Detroit’s auto makers. But as a
weak economy, tightening credit
conditions and surging gas prices
kept consumers away from big-
ticket purchases, Toyota was faced
with a collapse in sales and more
U.S. production capacity than it
needs. Car sales in Latin America
and the Middle East are doing bet-
ter than in other regions.

The car maker’s U.S. sales fell
32% in September from a year ear-
lier, leading Toyota to start an incen-
tive program on 11 of its vehicles to

try to improve sales. Tundra sales
fell 61% in September. Even so, Toy-
ota may be on the brink of becoming
the top-selling car maker in the U.S.,
passing General Motors Corp. for
the first time in October. Globally, it
outsold GM in the third quarter.

Toyota stopped the production of
Sequoia and Tundra at two plants in
Indiana and Texas in August to reduce
dealer inventories. Production of the
Tundra will resume at its San Antonio
plant on Nov. 10, but using one shift in-
stead of two. Sequoia production will
restart in Princeton, Ind., on Nov. 13.

In the first nine months of the
year, Toyota sold 24,500 Sequoias
in the U.S., a 37% rise from last year
because it is a newer model. Sales of
Tundras are off 20%, at 115,000.

By Matthew Dolan

Ford Motor Co. is likely to add to
thegloominDetroitonFridaywhenit
reports results for the third quarter.

Facing a deep downturn in U.S.
vehicle sales, the company is ex-
pected to show a loss of 93 cents a
share, according to consensus esti-
mates compiled by Thomson Reut-
ers. In the second quarter, Ford lost
$8.67 billion, or $3.88 a share.

Another big setback is sure to
raise questions anew about whether
Ford has enough cash to survive un-
til auto sales recover, and whether
the company will have to find a way
to secure new financing.

Like crosstown rivals General
Motors Corp. and Chrysler LLC,
Ford is facing a cash crunch. GM and
Chrysler, which are considering a
merger, could run short of cash
within 12 months, analysts say.

Ford’s situation isn’t quite as

acute. In 2006, the company se-
cured a huge loan by mortgaging vir-
tually all of its assets, including its
blue-oval logo. At the end of the sec-
ond quarter, the company had
$26.6 billion in gross cash reserves.

But even with that stockpile,
Ford may need to shore up its liquid-
ity position—a difficult proposition
in the current environment in which
credit has all but dried up. To free
up more cash, Ford is exploring a
sale of its controlling stake in its Jap-
anese affiliate, Mazda Motor Corp.

One option to bolster Ford’s cash
position is no longer available: bil-
lionaire investor Kirk Kerkorian.
The casino and hotel mogul bought
more than 6% of Ford shares earlier
in the year and might have been a
source for a further cash infusion.
But last month Mr. Kerkorian said he
is selling his stake in the auto maker
to concentrate his investments in
gambling, lodging, gas and oil.
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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.

3.44% 10 World -a % % 177.67 0.68% –43.3% 5.15% 13 U.S. Select Dividend -b % % 650.62 2.46% –25.2%

3.43% 10 Stoxx Global 1800 186.20 1.79% –33.9% 176.30 0.45% –42.1% 4.50% 13 Infrastructure 1401.70 2.17% –26.5% 1694.57 0.82% –35.6%

3.77% 11 Stoxx 600 222.10 2.70% –41.5% 210.31 1.34% –48.8% 2.47% 8 Luxury 695.80 2.78% –41.5% 748.00 1.42% –48.8%

3.88% 10 Stoxx Large 200 243.40 2.82% –40.2% 229.30 1.46% –47.7% 2.28% 9 BRIC 50 271.60 2.91% –53.1% 328.38 1.55% –58.9%

3.09% 11 Stoxx Mid 200 184.00 1.97% –46.5% 173.28 0.62% –53.1% 7.26% 3 Africa 50 670.50 1.59% –38.8% 539.63 0.25% –46.4%

3.47% 10 Stoxx Small 200 112.80 2.20% –49.6% 106.17 0.85% –55.9% 8.51% 6 GCC 40 739.80 0.74% –28.1% 595.40 –0.59% –37.1%

3.79% 10 Euro Stoxx 237.70 2.57% –44.0% 225.08 1.22% –51.0% 4.13% 9 Sustainability 753.90 2.10% –35.8% 807.12 0.75% –43.8%

3.87% 10 Euro Stoxx Large 200 257.20 2.60% –43.7% 242.04 1.24% –50.7% 2.73% 11 Islamic Market -a % % 1509.71 0.80% –39.0%

3.31% 11 Euro Stoxx Mid 200 208.30 2.57% –44.7% 196.00 1.21% –51.6% 3.01% 10 Islamic Market 100 1628.90 1.92% –23.7% 1767.69 0.57% –33.2%

3.55% 10 Euro Stoxx Small 200 124.00 2.18% –47.8% 116.60 0.83% –54.3% 6.87% 5 Islamic Turkey -c 1890.60 3.03% –37.3% % %

9.20% 7 Stoxx Select Dividend 30 1382.10 3.04% –55.7% 1499.87 1.68% –61.2% 2.77% 11 Wilshire 5000 % % 9768.64 1.92% –36.0%

6.29% 7 Euro Stoxx Select Div 30 1476.10 4.53% –54.6% 1607.98 3.15% –60.2% % DJ-AIG Commodity 143.30 1.89% –18.2% 131.97 0.54% –28.3%

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

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

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

Australia 1.5068 2.4363 1.2978 0.1940 0.0556 0.2240 0.0153 0.4089 1.9161 0.2573 1.2350 ...

 Canada 1.2201 1.9727 1.0509 0.1571 0.0450 0.1814 0.0124 0.3311 1.5515 0.2084 ... 0.8097

 Denmark 5.8552 9.4670 5.0430 0.7537 0.2161 0.8704 0.0595 1.5889 7.4455 ... 4.7990 3.8858

 Euro 0.7864 1.2715 0.6773 0.1012 0.0290 0.1169 0.0080 0.2134 ... 0.1343 0.6445 0.5219

 Israel 3.6850 5.9581 3.1739 0.4744 0.1360 0.5478 0.0375 ... 4.6858 0.6294 3.0202 2.4456

 Japan 98.3750 159.0576 84.7293 12.6640 3.6305 14.6233 ... 26.6961 125.0937 16.8013 80.6286 65.2866

 Norway 6.7273 10.8770 5.7942 0.8660 0.2483 ... 0.0684 1.8256 8.5544 1.1489 5.5137 4.4646

 Russia 27.0972 43.8120 23.3385 3.4883 ... 4.0279 0.2754 7.3534 34.4567 4.6279 22.2090 17.9830

 Sweden 7.7681 12.5599 6.6906 ... 0.2867 1.1547 0.0790 2.1080 9.8779 1.3267 6.3668 5.1553

 Switzerland 1.1611 1.8772 ... 0.1495 0.0428 0.1726 0.0118 0.3151 1.4764 0.1983 0.9516 0.7705

 U.K. 0.6185 ... 0.5327 0.0796 0.0228 0.0919 0.0063 0.1678 0.7865 0.1056 0.5069 0.4105

 U.S. ... 1.6169 0.8613 0.1287 0.0369 0.1486 0.0102 0.2714 1.2716 0.1708 0.8196 0.6637

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 401.50 –8.00 –1.95% 799.25 258.50
Soybeans (cents/bu.) CBOT 933.00 –10.00 –1.06 1,649.00 799.50
Wheat (cents/bu.) CBOT 536.25 –1.75 –0.33 1,284.25 430.00
Live cattle (cents/lb.) CME 92.700 1.250 1.37% 115.325 86.875
Cocoa ($/ton) ICE-US 2,053 –31 –1.49 3,273 1,845
Coffee (cents/lb.) ICE-US 113.00 2.00 1.80 178.90 105.05
Sugar (cents/lb.) ICE-US 12.02 0.17 1.43 15.85 9.89
Cotton (cents/lb.) ICE-US 44.29 –0.80 –1.77 98.45 43.64
Crude palm oil (ringgit/ton) MDEX 1,515.00 –45 –2.88 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,322 –4 –0.30 1,706 979
Robusta coffee ($/ton) LIFFE 1,603 –7 –0.43 2,747 1,580

Copper (cents/lb.) COMEX 182.90 –6.15 –3.25 404.50 162.65
Gold ($/troy oz.) COMEX 718.20 –20.30 –2.75 1,048.00 437.00
Silver (cents/troy oz.) COMEX 973.00 –5.50 –0.56 2,155.00 601.00
Aluminum ($/ton) LME 2,005.00 –88.00 –4.20 3,340.00 1,928.00
Tin ($/ton) LME 13,610.00 –900.00 –6.20 25,450 11,200
Copper ($/ton) LME 3,989.00 –506.00 –11.26 8,811.00 3,708.00
Lead ($/ton) LME 1,471.00 –49.00 –3.22 3,740.00 1,160.00
Zinc ($/ton) LME 1,125.00 –90.00 –7.41 2,840.00 1,095.00
Nickel ($/ton) LME 11,500 –1,305 –10.19 34,050 9,000

Crude oil ($/bbl.) NYMEX 67.81 1.85 2.80 148.60 19.75
Heating oil ($/gal.) NYMEX 2.0842 0.0846 4.23 4.2935 1.9089
RBOB gasoline ($/gal.) NYMEX 1.4959 0.0489 3.38 3.5547 1.3864
Natural gas ($/mmBtu) NYMEX 7.053 0.319 4.74 14.546 0.117
Brent crude ($/bbl.) ICE-EU 63.71 unch. unch. 150.12 54.51
Gas oil ($/ton) ICE-EU 633.50 7.50 1.20 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 31
Per In

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

Argentina peso-a 4.2964 0.2328 3.3788 0.2960

Brazil real 2.7098 0.3690 2.1311 0.4693
Canada dollar 1.5515 0.6445 1.2201 0.8196

1-mo. forward 1.5521 0.6443 1.2206 0.8193
3-mos. forward 1.5503 0.6450 1.2191 0.8202
6-mos. forward 1.5466 0.6466 1.2163 0.8222

Chile peso 852.93 0.001172 670.75 0.001491
Colombia peso 3038.27 0.0003291 2389.33 0.0004185
Ecuador US dollar 1.2716 0.7864 1 1
Mexico peso-a 16.1401 0.0620 12.6928 0.0788
Peru sol 3.9261 0.2547 3.0875 0.3239
Uruguay peso-e 29.342 0.0341 23.075 0.0433
U.S. dollar 1.2716 0.7864 1 1
Venezuela bolivar 2.73 0.366232 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9161 0.5219 1.5068 0.6637
China yuan 8.6960 0.1150 6.8387 0.1462
Hong Kong dollar 9.8554 0.1015 7.7504 0.1290
India rupee 62.8298 0.0159 49.4100 0.0202
Indonesia rupiah 13860 0.0000721 10900 0.0000917
Japan yen 125.09 0.007994 98.38 0.010165

1-mo. forward 124.96 0.008003 98.27 0.010176
3-mos. forward 124.57 0.008027 97.97 0.010208
6-mos. forward 124.03 0.008062 97.54 0.010252

Malaysia ringgit-c 4.5155 0.2215 3.5510 0.2816
New Zealand dollar 2.1828 0.4581 1.7166 0.5826
Pakistan rupee 103.190 0.0097 81.150 0.0123
Philippines peso 62.118 0.0161 48.850 0.0205
Singapore dollar 1.8878 0.5297 1.4846 0.6736
South Korea won 1636.55 0.0006110 1287.00 0.0007770
Taiwan dollar 41.944 0.02384 32.985 0.03032
Thailand baht 44.601 0.02242 35.075 0.02851

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

Euro zone euro 1 1 0.7864 1.2716
1-mo. forward 1.0012 0.9988 0.7873 1.2701
3-mos. forward 1.0022 0.9978 0.7881 1.2688
6-mos. forward 1.0035 0.9965 0.7892 1.2672

Czech Rep. koruna-b 24.146 0.0414 18.989 0.0527
Denmark krone 7.4455 0.1343 5.8552 0.1708
Hungary forint 256.91 0.003892 202.04 0.004950
Norway krone 8.5544 0.1169 6.7273 0.1486
Poland zloty 3.5283 0.2834 2.7747 0.3604
Russia ruble-d 34.457 0.02902 27.097 0.03690
Slovak Rep. koruna 30.4599 0.03283 23.9540 0.04175
Sweden krona 9.8779 0.1012 7.7681 0.1287
Switzerland franc 1.4764 0.6773 1.1611 0.8613

1-mo. forward 1.4759 0.6775 1.1607 0.8616
3-mos. forward 1.4738 0.6785 1.1590 0.8628
6-mos. forward 1.4723 0.6792 1.1578 0.8637

Turkey lira-d 1.9599 0.5102 1.5413 0.6488
U.K. pound 0.7865 1.2715 0.6185 1.6169

1-mo. forward 0.7879 1.2692 0.6196 1.6139
3-mos. forward 0.7900 1.2658 0.6213 1.6096
6-mos. forward 0.7923 1.2622 0.6231 1.6050

MIDDLE EAST/AFRICA
Bahrain dinar 0.4794 2.0860 0.3770 2.6525
Egypt pound-a 7.0892 0.1411 5.5750 0.1794
Israel shekel 4.6858 0.2134 3.6850 0.2714
Jordan dinar 0.9012 1.1096 0.7088 1.4109
Kuwait dinar 0.3443 2.9046 0.2708 3.6934
Lebanon pound 1908.67 0.0005239 1501.00 0.0006662
Saudi Arabia riyal 4.7749 0.2094 3.7550 0.2663
South Africa rand 12.5176 0.0799 9.8440 0.1016
United Arab dirham 4.6709 0.2141 3.6733 0.2722

SDR -f 0.8544 1.1704 0.6719 1.4883

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.

 11 EUROPE DJ Stoxx 600 222.07 5.83 2.70% –39.1% –41.5%

 11 DJ Stoxx 50 2331.43 67.57 2.98 –36.7% –38.4%

 10 Euro Zone DJ Euro Stoxx 237.67 5.96 2.57 –42.7% –44.0%

 9 DJ Euro Stoxx 50 2591.76 63.72 2.52 –41.1% –41.2%

 5 Austria ATX 1997.90 88.60 4.64 –55.7% –58.1%

 7 Belgium Bel-20 2100.18 56.71 2.78 –49.1% –51.3%

 7 Czech Republic PX 877.9 13.4 1.55 –51.6% –54.0%

 10 Denmark OMX Copenhagen 263.25 6.83 2.66 –41.3% –44.6%

 9 Finland OMX Helsinki 6156.12 –16.67 –0.27% –46.9% –50.6%

 8 France CAC-40 3487.07 79.25 2.33 –37.9% –39.0%

 11 Germany DAX 4987.97 118.67 2.44 –38.2% –36.5%

 … Hungary BUX 13505.70 –178.49 –1.30 –48.5% –50.7%

 2 Ireland ISEQ 3029.46 259.29 9.36 –56.3% –60.2%

 6 Italy S&P/MIB 21367 599 2.88 –44.6% –46.2%

 4 Netherlands AEX 267.69 10.04 3.90 –48.1% –50.2%

 6 Norway All-Shares 294.80 11.60 4.10 –48.3% –49.8%

 17 Poland WIG 28397.06 340.77 1.21 –49.0% –54.3%

 9 Portugal PSI 20 6360.51 105.59 1.69 –51.1% –50.4%

 … Russia RTSI 773.37 14.66 1.93% –66.2% –65.3%

 8 Spain IBEX 35 9116.0 293.1 3.32 –40.0% –42.4%

 15 Sweden OMX Stockholm 201.37 –1.16 –0.57% –42.8% –46.3%

 11 Switzerland SMI 6153.21 310.87 5.32 –27.5% –29.8%

 … Turkey ISE National 100 27832.93 1099.44 4.11 –49.9% –51.0%

 8 U.K. FTSE 100 4377.34 85.69 2.00 –32.2% –33.0%

 10 ASIA-PACIFIC DJ Asia-Pacific 89.55 –2.40 –2.61 –43.4% –46.9%

 … Australia SPX/ASX 200 4018.0 16.9 0.42 –36.6% –40.0%

 … China CBN 600 13169.94 –264.73 –1.97 –68.2% –67.9%

 9 Hong Kong Hang Seng 13968.67 –361.18 –2.52 –49.8% –54.2%

 10 India Sensex 9788.06 743.55 8.22 –51.8% –51.0%

 … Japan Nikkei Stock Average 8576.98 –452.78 –5.01 –44.0% –48.1%

 … Singapore Straits Times 1794.20 –7.71 –0.43 –48.2% –51.1%

 11 South Korea Kospi 1113.06 28.34 2.61 –41.3% –44.9%

 11 AMERICAS DJ Americas 242.48 3.66 1.53 –35.7% –37.8%

 … Brazil Bovespa 37256.84 –191.93 –0.51 –41.7% –41.8%

 11 Mexico IPC 20445.32 238.30 1.18 –30.8% –33.6%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of October 30, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.20% 12 ALL COUNTRY (AC) WORLD* 234.62 3.66%–41.8% –43.0%

3.20% 13 World (Developed Markets) 952.15 3.01%–40.1% –41.7%

2.90% 14 World ex-EMU 112.71 3.33%–37.7% –40.0%

3.00% 14 World ex-UK 950.18 3.23%–39.4% –41.0%

4.10% 10 EAFE 1,245.11 3.31%–44.7% –45.9%

3.20% 10 Emerging Markets (EM) 561.34 10.60%–54.9% –53.4%

4.70% 9 EUROPE 75.93 1.07%–40.4% –42.5%

4.90% 9 EMU 137.37 1.23%–50.9% –50.1%

4.50% 10 Europe ex-UK 81.77 1.10%–41.4% –42.8%

6.30% 8 Europe Value 84.79 1.68%–44.1% –47.1%

3.10% 12 Europe Growth 66.10 0.51%–36.7% –37.7%

4.00% 10 Europe Small Cap 112.66 2.93%–47.7% –51.5%

3.00% 7 EM Europe 205.24 13.91%–57.3% –53.3%

5.20% 8 UK 1,273.46 1.29%–33.7% –34.2%

4.40% 10 Nordic Countries 109.47 4.42%–46.9% –51.4%

2.10% 6 Russia 530.56 22.18%–64.7% –58.7%

4.00% 12 South Africa 535.32 5.12%–24.9% –25.1%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 243.17 9.99%–54.1% –54.5%

2.20% 14 Japan 562.39 8.77%–40.2% –45.5%

2.80% 11 China 35.47 15.07%–58.5% –59.9%

1.30% 14 India 351.88 0.00%–58.9% –49.9%

2.20% 10 Korea 310.55 12.44%–39.9% –41.4%

6.50% 10 Taiwan 178.00 6.41%–46.7% –51.1%

2.30% 18 US BROAD MARKET 1,034.27 2.86%–35.2% –37.6%

1.70% 36 US Small Cap 1,289.29 4.52%–35.0% –38.5%

2.70% 11 EM LATIN AMERICA 2,152.20 6.53%–51.1% –48.0%

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

GLOBAL MARKETS LINEUP

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

Panasonic in talks to buy Sanyo

Battery recall hits Sony
Laptop firms’ move
covers 100,000 units
at risk of overheating

CORPORATE NEWS

By Alison Tudor

And Hiroko Tabuchi

TOKYO—Panasonic Corp. is in
talks to buy smaller rival Sanyo Elec-
tric Co., a move that could provide a
handsome profit for one of Sanyo’s
biggest shareholders, Goldman
Sachs Group Inc.

Panasonic, known for its plasma
television sets, plans to launch a ten-
der offer for Sanyo if negotiations
with major stakeholders go smoothly,
a person familiar with the matter
said. A combination would rival Hita-
chi Ltd. as the biggest Japanese elec-
tronics maker, posting about 11 tril-
lion yen, or about $110 billion, in com-
bined sales in the fiscal year ended
March 31. Hitachi’s sales were 11.23
trillion yen for the fiscal year.

A price hasn’t been discussed, but
Goldman stands to make a profit. The
U.S. investment bank bought pre-
ferred shares in Sanyo in 2006 for 125
billion yen. Goldman’s shares, which
the bank got under favorable terms as
Sanyo faced mounting business chal-
lenges, convert at a cost of 70 yen
each, well below Sanyo’s closing
price of 145 yen on Friday.

Sanyo, a dominant maker of re-
chargeable batteries, could still de-
rail the process. But the person famil-
iar with the matter said Panasonic’s
approach has been greeted warmly.

The more significant obstacle to
the deal is reaching an agreement on
price with Sanyo’s major sharehold-
ers, given the recent decline in the
value of its shares.

Two Japanese financial compa-
nies invested alongside Goldman,
Sumitomo Mitsui Banking Corp. and
Daiwa Securities SMBC Co. Together
they acquired 300 billion yen in pre-
ferred shares. If converted into com-
mon stock, these shares would be
equivalent to 70% of voting rights in
Sanyo, valued at about $6.4 billion.

A friendly parting of the ways
with Sanyo might help secure Gold-
man new business in a country where
turnaround efforts by Western finan-
cial companies are still rare. Many
Japanese managers have long been
wary of foreign investment funds,
concerned that their business tactics
are too aggressive.

Sanyo said it was considering vari-
ous options concerning its preferred
shares, but hadn’t made a formal deci-

sion. A spokesman from Panasonic
said nothing had been decided. Gold-
man Sachs and Sumitomo Mitsui
Banking Corp. declined comment. A
spokeswoman from Daiwa Securities
SMBC couldn’t be reached.

Sanyo’s relationship with Gold-
man and its two partners hasn’t al-
ways been smooth. At first, they
faced resistance from the founding
family over the sale of far-flung parts
of the electronics empire. The inves-
tor consortium moved to install a
new president, the first outside of
the founding family, in March 2007.
The new president restored profit-
ability, reorganized Sanyo’s business
and put in place a plan that focuses
primarily on energy products like re-
chargeable batteries and solar pan-
els. Sanyo swung to a net profit in the
year ended March 31, its first profit
in four years.

Challenges remain for Sanyo.
Many analysts say its portfolio of
businesses—which includes chips, so-
lar panels, consumer electronics and
home appliances—is too broad. Aside
from batteries, the company is a
small player in most of its products.

Still, a potential combination
would help shake up Japan’s frag-
mented electronics industry. No
fewer than a dozen electronics
firms are locked in fierce competi-
tion in Japan, ranging from giants
like Sony Corp. to smaller compa-
nies like Sanyo, as well as industrial
conglomerates like Hitachi and
Toshiba Corp. which also make con-
sumer electronics.

By Hiroko Tabuchi

Sony Corp. said five computer
makers are recalling 100,000 lith-
ium-ion battery packs made by the
company, the latest bad news to hit
the Japanese electronics giant,
which is already reeling from the
global economic downturn.

The recall also shows the chal-
lenges involved in mass-producing
a powerful yet safe battery technol-
ogy that could drive next-genera-
tion consumer electronics and eco-
friendly cars.

Sony said Friday it was cooperat-
ing in a recall of 2.15Ah lithium-ion
cell batteries made in Japan and
sold around the world in laptops
made by Hewlett-Packard Co., Dell
Inc., Toshiba Corp., Lenovo Group
Ltd. and Acer Inc. There have been
40 reports of overheating, in some
cases involving smoke or flames, ac-
cording to a company statement.

Sony, the second-largest maker
of lithium-ion batteries in the world
after Sanyo Electric Co., was in-
volved in a recall two years ago of
more than nine million units of a
higher-capacity battery. That recall
affected almost all of the world’s ma-
jor PC manufacturers and cost Sony
more than $400 million.

Still, Tokyo-based Sony has
since spent more than 40 billion yen
($406 million) to increase produc-
tion of the rechargeable batteries in
Japan. It said in August that the in-
vestment, together with expanded
lithium-ion battery operations in
Singapore and China, should in-

crease its monthly output capacity
to 74 million cells in the year ending
March 2011 from the current 21 mil-
lion cells.

Sony said the faulty batteries
were from the same subsidiary that
made the batteries recalled two
years ago, Sony Energy Devices in
Tochigi, Japan. Sony said efforts to
make manufacturing lines there
more efficient appeared to have
backfired, leading to substandard
cells. A possible flaw in the metal foil
for electrodes could also have led to
overheating, the company said.

Lithium-ion batteries have be-
come a booming business on the
back of increasing demand for con-
sumer electronics, pitting makers
Sony, Sanyo, Panasonic Co., and
South Korea’s Samsung SDI Co.
against each other in a race to in-
crease production. The batteries
are lighter and more powerful than
many other battery technologies,
and they can be made in a variety of
shapes and sizes. But lithium-ion
technology runs the risk of overheat-
ing if damaged, or if the positive and
negative electrodes are scarred dur-
ing manufacturing.

That’s posing a problem for what
could potentially be another growth
area for lithium-ion batteries: fuel-
efficient cars. Global auto makers in-
cluding Toyota Motor Corp. and
General Motors Corp. see the tech-
nology as a way to power electric ve-
hicles and environmentally-friendly
electric vehicles, but are naturally
jittery over any overheating or fire
hazards.

Toyota had initially planned to
use lithium-ion batteries in a new
version of its Prius car later this
year. But safety concerns about the
battery prompted the Japanese car
maker to push back the planned
launch to late 2010 or early 2011.
GM is also exploring the lithium-ion
technology.

Solving the overheating problem
has become key for battery makers.
A stumble by Sony could open the
field for smaller manufacturers,
part of the reason why the company
overhauled its production technol-
ogy in 2006. Sony says the batteries
in the recent recall were manufac-
tured before then, in 2004 and 2005.

An H-P spokesman said the faulty
batteries were found in 32,000 lap-
tops in the U.S., and in 74,000 H-P
machines world-wide. H-P has a
Web site for owners to figure out if
their machines are affected.

Dell has a similar site and said it
will replace recalled batteries free
of charge. A Lenovo spokesman said
the company found the affected bat-
tery model in fewer than 450 lap-
tops in China but was offering free
replacements as a precaution.
Toshiba and Acer couldn’t be
reached for comment.

The recall comes days after Sony
reported dismal earnings for the
September quarter and slashed its
profit forecast for the year ending
March 2009.

Source: Thomson Reuters Datastream
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Atos Origin SA

Atos Origin SA plans to shed un-
derperforming businesses and
sharpen cost cutting after the
French information-technology-ser-
vices company posted a 4.6% de-
cline in third-quarter revenue. Reve-
nue fell to Œ1.35 billion ($1.72 bil-
lion) from Œ1.42 billion a year ear-
lier, dragged down by the sale of
some of its operations. After a stra-
tegic review of its activities, Atos
said it plans to ditch divisions with
total annual revenue of between
Œ250 million and Œ500 million in the
next few months. The review was
carried out by a committee that in-
cluded representatives of activist
shareholders Centaurus Capital
Ltd. and Pardus Capital Manage-
ment LP, which, had pushed for a
breakup or sale of the company.

—Compiled from staff
and wire service reports.

BSkyB Group PLC

Net drops, but broadcaster
keeps customer goal intact

British Sky Broadcasting Group
PLC said Friday its net profit fell 13%
in the third quarter but the satellite
broadcaster reaffirmed it is on
course to having 10 million custom-
ers by the end of 2010—even though
the British economy is heading into
recession. A higher tax burden
pushed net profit down to £73 mil-
lion ($117 million) from £84 million a
year earlier. However, BSkyB said op-
erating profit, which excludes finan-
cial items such as interest and taxes,
rose 21% to £182 million as revenue
increased 5% to £1.25 billion thanks
to more subscribers. In the three
months ended Sept. 30, the com-
pany added 87,000 customers—the
best quarterly performance in five
years—taking its total to 9.07 mil-
lion. BSkyB is 39.1%-owned by News
Corp., the owner of Wall Street Jour-
nal publisher Dow Jones & Co.

Centrica PLC

U.K. utility Centrica PLC said Fri-
day it plans to tap shareholders for
£2.2 billion ($3.6 billion) through a
new share issue to pay for the poten-
tial acquisition of a 25% stake in Brit-
ish Energy PLC. The step is de-
signed to help the company secure a
power-sharing arrangement with
Électricité de France SA once the
French power provider has com-
pleted its £12.5 billion takeover of
British Energy, which owns eight nu-
clear power stations in the U.K. Cen-
trica will be “well-capitalized” to
fund the stake buy in British Energy,
said Chairman Roger Carr. Share-
holders will be offered three new
shares for every eight existing
shares held under the rights issue.
In total, Centrica will offer 1.4 bil-
lion shares for £1.60 each—a 40%
discount on Centrica’s closing share
price on Thursday.

Source: Frost & Sullivan
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Finnair Oyj

Finnair Oyj swung to a net loss in
the third quarter, hit by fuel costs, fall-
ing ticket prices and slowing de-
mand. The carrier posted a net loss of
Œ17.3 million ($22.4 million) com-
pared with a net profit of Œ39.8 mil-
lion a year earlier. Revenue was up
2.7% at Œ559.7 million from Œ545.2
million. “What is usually our best
quarter of the year fell far short of ex-
pectations,” Chief Executive Jukka
Hienonen said in a statement. The air-
line industry has pinned much of its
woes this year on high fuel costs, in
addition to overcapacity pushing
down ticket prices and lower demand
amid the slowing economy. The oil
price has come down sharply since
July, but analysts say that many air-
lines aren’t seeing much benefit yet
because they tend to hedge most of
their fuel needs months in advance.

Friends Provident PLC

U.K. life insurer Friends Provi-
dent PLC said Friday it is abandoning
the sale of its F&C asset-management
and Lombard wealth-management
units nine months after putting them
on the market, unable to find buyers
because of the financial crisis. As a re-
sult of the credit crunch, banks have
reined in lending to companies, mak-
ing it more difficult for companies to
launch takeovers. Instead of selling,
Friends will distribute a 52% stake in
the asset-management business—
whose market value has fallen to £100
million ($165 million) from about
£500 million over the past 12
months—to its shareholders. Friends
said it would retain Lombard and de-
velop the wealth-management busi-
ness. The insurer also said that its to-
tal life and pensions sales dropped
14% to £701 million in the nine months
ended Sept. 30 from a year earlier.

Puma AG

German sportswear maker
Puma AG said Friday its third-quar-
ter net profit was flat, but reported
healthy sales growth and raised its
sales forecast for the full year. Net
profit for the third quarter was flat
at Œ89 million ($115 million) while
sales grew 9.2% to Œ712.7 million af-
ter stripping out currency fluctua-
tions. The Herzogenaurach-based
company said total orders as of Sep-
tember were 4.7% higher than a
year earlier, also adjusted for cur-
rency movements, coming in at Œ.16
billion. In light of the good results,
Jochen Zeitz, the company’s chief
executive, said Puma now expects
full-year sales to grow in the mid- to
high-single digits, once adjusted for
currency fluctuations, and thus at
the high end of its previously fore-
cast single-digit growth-range.
French luxury-goods company PPR
SA took over Puma last year.

Thales SA

Thales SA warned that chronic
difficulties with the development of
the Airbus A400M military aircraft
will hurt full-year earnings. The de-
fense-electronics company re-
ported a 1% increase in third-quar-
ter revenue to Œ2.63 billion ($3.35
billion) from Œ2.6 billion a year ear-
lier. The company said it still is aim-
ing for an operating margin of 7.25%
of revenue for the full year, but said
this excludes a new provision of Œ60
million against extra costs in the sec-
ond half related to the A400M. Tha-
les is responsible for developing the
flight-management system for the
military transport-aircraft, which
has been dogged by problems since
the program was launched by eight
European nations in 2003. Last
month, Airbus postponed the first
flight of the aircraft.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 33.10 $26.77 –0.33 –1.22%
Alcoa AA 22.40 11.50 0.05 0.44%
AmExpress AXP 14.60 27.50 1.44 5.53%
BankAm BAC 104.60 24.17 1.39 6.10%
Boeing BA 7.60 52.42 1.72 3.39%
Caterpillar CAT 8.90 38.20 0.83 2.22%
Chevron CVX 18.00 74.60 0.42 0.57%
Citigroup C 80.90 13.65 0.54 4.12%
CocaCola KO 14.30 44.06 –0.60 –1.34%
Disney DIS 15.10 25.91 0.58 2.29%
DuPont DD 7.10 32.04 0.00 0.00%
ExxonMobil XOM 46.00 74.12 –0.93 –1.24%
GenElec GE 79.80 19.51 0.16 0.83%
GenMotor GM 17.20 5.79 –0.28 –4.61%
HewlettPk HPQ 25.30 38.28 0.59 1.57%
HomeDpt HD 19.80 23.59 0.87 3.83%
Intel INTC 86.40 16.03 –0.14 –0.86%
IBM IBM 9.00 92.97 2.28 2.51%
JPMorgChas JPM 63.40 41.25 3.63 9.65%
JohnsJohns JNJ 17.50 61.34 0.77 1.27%
KftFoods KFT 10.90 29.18 0.23 0.79%
McDonalds MCD 9.80 57.93 0.06 0.10%
Merck MRK 13.30 30.95 0.76 2.52%
Microsoft MSFT 78.20 22.33 –0.30 –1.33%
Pfizer PFE 50.50 17.71 –0.15 –0.84%
ProctGamb PG 38.80 64.54 1.46 2.31%
3M MMM 6.60 64.30 1.75 2.80%
UnitedTech UTX 6.50 54.96 1.39 2.59%
Verizon VZ 19.80 29.67 –0.83 –2.72%
WalMart WMT 23.50 55.81 1.06 1.94%

Dow Jones Industrial AverageP/E: nil
LAST: 9325.01 s 144.32, or 1.57%

YEAR TO DATE: t 3,939.81, or 29.7%

OVER 52 WEEKS t 4,270.09, or 31.4%

 Note: Price-to-earnings ratios are for trailing 12 months
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Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

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

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

Thomson "1,683" –121 –110 "1,043" mmO2  79 –1 –1 28

Wendel "1,012" –120 –127 528 TeliaSonera Finland  92 –1 8 6

Porsche Automobil Hldg 505 –97 –5 258 Koninklijke KPN  120 ... –6 11

Fiat 800 –93 –162 502 Skandinaviska Enskilda Banken  121 ... –11 –19

HeidelbergCement  "1,117" –91 93 639 Societe Television Francaise 1 90 ... –1 9

Seat Pagine Gialle  "1,299" –87 –148 38 Klepierre 568 1 29 299

Norske Skogindustrier  "1,175" –84 –194 200 Aegon  278 1 –249 –103

Stena Aktiebolag 685 –83 –159 307 WPP 2005 311 6 16 132

Clariant  300 –73 –116 103 Hellenic Rep 132 7 11 65

Grohe Hldg  "1,074" –71 –112 99 Scottish & Sthn Engy  109 8 14 33

Source: Markit Group

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

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

Roche Hldg Pt. Ct. Switzerland Pharmaceuticals $106.3 176.80 9.61% –9.1% –8.6%

UBS Switzerland Banks 48.6 19.35 8.40 –61.6 –62.5

BASF Germany Commodity Chemicals 31.3 26.07 8.35 –43.9 –11.7

Anglo Amer U.K. General Mining 33.2 15.32 6.54 –50.8 –10.0

Soc. Generale France Banks 31.6 42.18 6.48 –58.5 –53.5

Barclays U.K. Banks $23.5 1.79 –12.84% –65.8 –68.4

Allianz SE Germany Full Line Insurance 33.3 58.02 –6.42 –61.5 –51.3

Nokia Finland Telecom Equipment 58.7 12.18 –4.25 –55.3 –15.8

HSBC Hldgs U.K. Banks 148.0 7.62 –2.31 –15.9 –15.3

AXA France Full Line Insurance 38.9 14.85 –2.30 –50.6 –39.3

...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

Bayer 41.8 43.16 5.89% –23.8% 47.4%
Germany (Specialty Chemicals)
Unilever 41.0 18.84 5.84 –20.2 –0.3
Netherlands (Food Products)
UniCredit 32.0 1.89 5.77 –66.5 –62.1
Italy (Banks)
ABB 29.7 14.95 5.73 –56.8 48.4
Switzerland (Industrial Machinery)
Royal Dutch Shell 97.2 21.62 5.46 –26.6 –17.0
U.K. (Integrated Oil & Gas)
Banco Santander 66.4 8.37 5.42 –43.1 –20.5
Spain (Banks)
ArcelorMittal 36.8 20.06 5.28 –61.8 ...
Luxembourg (Iron & Steel)
Novartis 132.2 58.40 5.04 –4.0 –17.1
Switzerland (Pharmaceuticals)
Iberdrola 35.7 5.63 4.84 –50.0 1.6
Spain (Conventional Electricity)
Sanofi-Aventis 82.4 49.43 4.84 –18.4 –26.2
France (Pharmaceuticals)
Credit Suisse Grp 42.2 43.42 4.58 –40.1 –27.0
Switzerland (Banks)
Banco Bilbao Vizcaya 42.7 8.99 4.53 –47.5 –39.0
Spain (Banks)
BHP Billiton 38.0 10.53 4.46 –40.0 26.0
U.K. (General Mining)
GlaxoSmithKline 110.5 11.97 4.36 –1.4 –20.2
U.K. (Pharmaceuticals)
ENI 94.1 18.53 4.34 –25.0 –18.1
Italy (Integrated Oil & Gas)
Siemens 53.9 46.46 4.29 –50.0 –25.2
Germany (Electronic Equipment)
Total 128.7 42.82 4.17 –21.3 –20.1
France (Integrated Oil & Gas)
Tesco 43.1 3.39 4.11 –30.3 8.9
U.K. (Food Retailers & Wholesalers)
Rio Tinto 49.2 28.64 3.54 –34.4 28.9
U.K. (General Mining)
Assicurazioni Genli 35.2 19.66 3.47 –39.3 –14.7
Italy (Full Line Insurance)

GDF Suez 96.3 34.66 3.23% –11.7% 38.9%
France (Multiutilities)
Daimler 32.8 26.81 3.16 –63.8 –35.6
Germany (Automobiles)
Astrazeneca 61.8 26.30 3.14 14.6 0.8
U.K. (Pharmaceuticals)
SAP 43.6 27.61 3.00 –24.6 –23.4
Germany (Software)
BP 169.4 5.07 2.58 –19.1 –20.5
U.K. (Integrated Oil & Gas)
Nestle 147.5 45.00 2.55 –15.1 16.0
Switzerland (Food Products)
BNP Paribas 64.7 56.00 2.44 –21.7 –13.4
France (Banks)
E.ON 75.3 29.66 2.38 –33.2 21.9
Germany (Multiutilities)
ING Groep 19.1 7.24 2.33 –75.8 –70.6
Netherlands (Life Insurance)
Deutsche Telekom 64.0 11.58 2.30 –16.7 –22.4
Germany (Mobile Telecom)
Diageo 43.1 9.51 1.93 –12.9 13.2
U.K. (Distillers & Vintners)
Intesa Sanpaolo 42.7 2.84 1.88 –46.3 –27.1
Italy (Banks)
Telefonica 86.0 14.42 1.84 –37.7 15.6
Spain (Fixed Line Telecom)
Royal Bk of Scot 18.0 0.68 1.05 –83.1 –85.2
U.K. (Banks)
France Telecom 65.3 19.70 0.95 –23.2 –10.3
France (Fixed Line Telecom)
Deutsche Bk 19.8 29.44 0.82 –66.2 –63.0
Germany (Banks)
British Amer Tob 55.6 17.00 0.59 –5.2 34.2
U.K. (Tobacco)
Vodafone Grp 112.0 1.19 –0.17 –35.3 –19.9
U.K. (Mobile Telecom)
Koninklijke Philips 19.0 14.35 –0.55 –50.5 –35.9
Netherlands (Consumer Electronics)
L.M. Ericsson Tel B 20.7 54.00 –0.74 –41.8 –60.0
Sweden (Telecom Equipment)

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 -4.55% -30.42% -38.3% -42.9% -43.5%
Merger Arbitrage -0.27% -7.36% -10.0% -9.4% -10.9%
Event Driven -0.98% -13.30% -17.1% -19.0% -20.4%
Distressed Securities -4.13% -14.00% -21.2% -26.7% -28.7%
Equity Market Neutral 0.02% 0.75% -3.9% -3.7% -2.3%
Equity Long/Short 0.18% -5.33% -11.3% -13.0% -12.7%

*Estimates as of 10/28/08, 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 1.52 98.56% 0.01% 1.91 1.18 1.41

Eur. High Volatility: 10/1 3.10 96.19 0.02 4.06 2.16 2.91

Europe Crossover: 10/1 7.85 92.09 0.06 9.20 5.74 7.20

Asia ex-Japan IG: 10/1 4.48 90.10 0.02 6.63 1.99 3.49

Japan: 10/1 2.48 95.51 0.02 3.23 1.58 2.19

 Note: Data as of October 30

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   
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BLUE CHIPS & BONDS

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

Europe: Bank revenues from equity capital markets

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

Source: Dealogic
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Italian central banker tells state to act

Spain’s GDP falls 0.2%
Contraction weighs
on EU, adds pressure
for ECB to cut rates

German auto workers go on strike

Investors seek resolution
of delayed U.S.-Iraq pact

By Jonathan House

And Emma Charlton

MADRID—The Spanish economy
contracted in the third quarter for
the first time in 15 years, pitching
the country closer to recession and
raising pressure on the European
Central Bank to cut euro-zone inter-
est rates.

Gross domestic product in Spain—
until recently one of Europe’s fast-
est-growing economies—fell 0.2%
in the third quarter from the sec-
ond, the Bank of Spain said. The
economy grew 0.9% from the 2007
third quarter.

Among economists, expecta-
tions are rising that the 15-nation
euro zone as a whole could also
show a third-quarter retrenchment.
Since the euro zone’s economy
shrank by 0.2% in the second quar-
ter, a further contraction would put
the bloc officially in recession, ac-
cording to one common definition.

Worries are also mounting that
the euro zone could be in for a pro-
tracted slump, with many econo-
mists and some policy makers fore-
casting meager growth next year.

Other indicators released Friday
lend support to gloomy forecasts
and suggest that the European Cen-
tral Bank need worry little about in-
flation pressures when it meets to de-
cide on interest rates on Thursday.

Euro-zone consumer-price infla-
tion declined for the third straight
month in October—a drop that econ-
omists attributed to falling food and
energy prices, which peaked over
the summer.

Meantime, the flash estimate of
annual euro-zone inflation fell to a

nine-month low of 3.2% in October,
down from 3.6% in September and
just above expectations for 3.1%, Eu-
rostat data showed.

Though preliminary, the num-
bers suggest that inflation is in re-
treat; the final numbers will be re-
leased by Eurostat on Nov. 14. The
ECB aims to keep inflation just be-
low 2%, and some policy makers be-
lieve the rate could fall within that
range next year. Europe’s unemploy-
ment also climbed for the sixth
straight month. The number of job-
less people in the euro zone rose by
52,000 in September, though the un-
employment rate was stable at 7.5%,
according to Eurostat.

The onset of the global financial
crisis in August 2007 hastened the
collapse of Spain’s decade-long
housing boom and caused a down-
turn for its overall economy. In last
year’s fourth quarter, Spanish GDP
grew at a quarterly rate of 0.6%
and at an annual rate of 3.8%. For
the whole of 2007, Spanish GDP
grew 3.7%.

Official third-quarter GDP fig-
ures are due to be released Nov. 13
by the country’s national statistics
institute. But the preliminary fig-
ures are causing alarm.

BNP Paribas economist Dominic
Bryant expects the Spanish econ-
omy to contract further. He said Fri-
day’s data showed “only the begin-
ning of recession in Spain.”
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Secure ties
Excerpts on key provisions in the current Iraq-security draft agreement: 

Source: WSJ reporting

Missions: ‘military operations...shall
be conducted with the agreement of 
the Government of Iraq. Such 
operations shall be fully coordinated 
with Iraqi authorities.’

Jurisdiction: ‘Iraq shall have the 
primary right to exercise 
jurisdiction...for grave premeditated 
felonies...when such crimes are 
committed outside agreed facilities
and areas and outside duty status’

Detention: ‘In the event United States 
forces detain or arrest persons...such 

persons must be handed over to 
competent Iraqi authorities within 24
hours from the time of their detention
or arrest.’

Withdrawal: ‘United States Forces shall
withdraw from Iraqi territory no later 
than December 31, 2011...the
Government of Iraq may, based on its 
consideration of conditions, request 
that the Government of the United 
States retain certain forces for the 
purposes of training and supporting 
Iraqi Security Forces.’

By Luca Di Leo

ROME—European Central Bank
board member and Italian central
bank Gov. Mario Draghi called on
governments to sustain demand by
boosting spending or cutting taxes,
warning that the scope for using
monetary policy to boost the econ-
omy is limited.

“Given the minimum level
reached by America’s official inter-
est rates and the ample liquidity
put in circulation by central banks,
the room for monetary-policy ma-
neuver is reduced,” Mr. Draghi
told a meeting of Italy’s top bank-
ers Friday.

“To sustain demand on a global
level, the anticyclical action of bud-
get policy may be required,” Mr.
Draghi said, warning that the world

economy would stagnate until at
least mid-2009.

Central banks around the world
last week unleashed a new assault
on the global economic downturn.
The U.S. Federal Reserve on Wednes-
day cut its key rate by half a percent-
age point to 1%. Its move was accom-
panied by cuts in China and Norway.
ECB President Jean-Claude Trichet
last week signaled that the central
bank is likely to cut its key rate this
week from its current 3.75% level.

Mr. Draghi said European Union
budget rules, which call on states to
keep their deficit below 3% of gross
domestic product, allowed for in-
creased spending during tough times.
His remarks indicate that central
banks want governments to act since
they are running out of ammunition.

Mr. Draghi, a former Goldman

Sachs executive, said the crisis made
state intervention more desirable.

Mr. Draghi effectively gave the
green light to Prime Minister Silvio
Berlusconi’s government to ap-
prove further measures to shore up
banks. But Mr. Berlusconi’s cabinet,
which has boosted liquidity and
guaranteed bank debt this month,
on Friday disappointed those in the
market who were expecting further
moves.

“It is not the government’s duty
to have banks. Having shares in
banks can only be a transitory neces-
sity,” Economy Minister Giulio
Tremonti told the same banking con-
ference, adding that government in-
tervention could be harmful.

His remarks were taken as a sign
that no move by the government is
imminent.

A WSJ NEWS ROUNDUP

BERLIN—Germany’s largest in-
dustrial union has begun a series of
coordinated strikes at automobile
and electronics companies as it and
employers spar over wage increases.

Some 8,000 workers partici-
pated in strikes at 17 companies on
Saturday, the union, IG Metall, said
in a statement.

Car maker Audi AG was particu-
larly hard hit, as 4,000 workers
walked off the floor of an Audi plant
in the southern city of Ingolstadt,
the union said. Another 1,000 spots
went unfilled after a night shift
ended at an Audi plant in Neckar-
sulm, to the west.

IG Metall leader Berthold Huber
said the union could call its mem-
bers across the country Monday to
mount a series of short-term strikes

if its demands for an 8% pay in-
crease aren’t met.

The union has 3.6 million mem-
bers. On Friday the union’s branch
in the southern state of Bavaria re-
jected a 2.9% wage increase over the
next 12 months.

Detlef Wetzel, a deputy union
leader, said the offer was “light-
years away from what we want and
what we will accept.”

Employers argued that the credit
crunch and financial meltdown
make a better offer unrealistic.

IG Metall said its requested wage
hike is justified because companies’
profits increased 220% between
2004 and 2007—a time when wages
effectively increased by only 8.7%.

The union and employers are
scheduled to finish contract negotia-
tions next week.

German unions have been frus-
trated that ordinary workers’ pay
stagnated even as an export boom
in recent years strengthened the
economy. But they are getting tough
just as German industry’s prospects
are deteriorating amid a global eco-
nomic downturn. Auto and engineer-
ing sector employers are predicting
a decline in output of up to 2% for
next year.

Some bigger German car makers
have already said they will tempo-
rarily halt production in coming
weeks, due to sluggish demand at
home and abroad.

Martin Kannegiesser, president
of the engineering-sector employ-
ers’ group Gesamtmetall, told Sun-
day newspaper Welt am Sonntag
that strikes by IG Metall will end up
hurting workers.

By Gina Chon

BAGHDAD—Foreign business-
men—many of them potential inves-
tors—say stalled talks over a long-
term security agreement between
Washington and Baghdad could de-
lay or halt plans for investment in
Iraq.

“A security agreement would en-
sure future visits to Iraq,” said An-
drew Cummins, founder of a $100
million, San Francisco-based invest-
ment firm that focuses on emerging
markets. He’s made one trip to Iraq
and is looking into affordable-hous-
ing development in Iraq.

“Without the [agreement], we
will have to watch and evaluate
progress they make on security on
their own,” he said in an email ex-
change. “So it would probably result
in delays.”

Negotiations between the U.S.
and Iraq over the terms for a contin-
ued U.S. military presence in Iraq
have been slowed by a series of set-
backs since talks began in March.
Last week, the Iraqi government pre-
sented the U.S. side with dozens of
amendments they want to make to a
draft of the pact.

U.S. officials are reviewing the
amendments and will respond this
week, after the U.S. presidential
elections, according to people famil-
iar with the matter.

The current draft agreement
calls for U.S. troops to leave Iraq at
the end of 2011, although some sol-
diers could be asked to stay longer to
help train and support Iraqi security
forces. An agreement is necessary to
replace a United Nations mandate
that expires at the end of this year.

Recent security gains have in-
creased international investor inter-
est here. Investors say they are look-
ing at opportunities in agriculture,
tourism and financial services, as well
as oil and other industrial sectors.

Those opportunities could look
much less attractive if questions
about Iraq’s security relationship
with Washington aren’t hammered
out soon, they say.

During a U.S.–Iraq investment
conference in Baghdad on Saturday,
California businessman Llewellyn
Werner told Iraqi officials that if
there was no security agreement,
there would be no investment in Iraq.

Mr. Werner is head of C3, a Los
Angeles-based holding company for
private-equity firms. C3 is already
investing $500 million in building
an amusement park in Baghdad that
will incorporate the Baghdad Zoo.

Andrew Eberhart, a partner in
The Marshall Fund, a New Jersey-
based private-equity firm set up to
invest in Iraq, said on Sunday that

the lack of a security agreement
would influence the company’s fund-
raising efforts and search for part-
ners in the U.S.

Mr. Eberhart, who attended the
Baghdad investment conference, is
looking into business opportunities
in the agriculture sector.

The government of Prime Minis-
ter Nouri al-Maliki has sent mixed
messages about government sup-
port for the pact. The negotiations
are complicated by political jockey-
ing ahead of provincial elections
next year and opposition from Iran.

One of the most contentious
changes recently proposed by the
Iraqi side is the deletion of phrasing
in the article pertaining to the with-
drawal of U.S. troops.

The current draft’s statement
that Iraq could ask the U.S. to keep
troops in Iraq for training and sup-
port has created confusion and
spurred protest among some Iraqi
officials, who view it as a way for
the U.S. to extend its presence here
indefinitely.

Separately on Saturday, Finance
Minister Bayan Jabr said that be-
cause oil prices continue to fall, Iraq
will trim its budget for next year by
about 16%, which also represents a
cut from the 2008 spending program.
Iraq depends on oil sales for more
than 90% of government revenue.

Iraq’s revised 2009 budget now
totals $67 billion and is based on rev-
enue from oil at $62.50 a barrel,
compared with the original pro-
posal for $80 billion in spending,
based on oil at $80 a barrel, Mr. Jabr
said. For the past few weeks, the Fi-
nance Ministry has been putting to-
gether a contingency budget plan in
case oil prices continued to fall.

“We could have had a bigger bud-
get, but the lower price of oil has af-
fected us,” Mr. Jabr said Saturday
at the investment conference.

In an interview, Mr. Jabr said min-
istry officials planned to meet Sun-
day to discuss specific cuts for each
ministry, with the aim of completing
the budget within a week. The gov-
ernment then will present the bud-
get to the parliament for approval.

The capital-investment budget,
crucial to rebuilding Iraq’s infra-
structure for oil, electricity and de-
fense, among other sectors, will in-
crease, he said. For 2009, Iraq plans
to spend $15 billion on capital
projects, compared with $13 billion
in 2008.

The 2008 budget eventually to-
taled $70 billion, including $22 bil-
lion in supplemental funding that
was passed earlier this year. If oil
prices rise again, Iraq could pass a
supplemental budget for 2009 to in-
crease spending for next year.
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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 10/24 USD 29.86 –60.1 –59.7 –23.7
LG Asian Plus AS EQ CYM 10/24 USD 35.29 –58.7 –60.1 –17.9
LG Asian SmallerCo's AS EQ BMU 10/30 USD 50.04 –68.5 –70.2 –35.7
LG India EA EQ MUS 10/23 USD 32.69 –65.0 –61.2 –19.9
Siberian Investment Co EE EQ IRL 10/20 USD 21.83 –75.2 –74.0 –40.1

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/29 EUR 30.49 –58.3 –63.2 –28.2
MP-TURKEY.SI OT OT SVN 10/29 EUR 20.61 –59.6 –61.0 –30.7

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 10/30 EUR 3.09 –65.6 –66.7 NS
Parex Eastern Europ Bd EU BD LVA 10/30 USD 9.53 –30.3 –30.2 –13.5
Parex Russian Eq EE EQ LVA 10/29 USD 8.13 –74.4 –73.1 –36.1
Parex Ukrainian Eq EU EQ LVA 10/30 EUR 1.97 –80.8 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 10/30 USD 109.15 –53.7 –60.0 –15.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/30 USD 104.91 –54.2 –60.4 –16.5
PF (LUX)-Biotech-Pca OT EQ LUX 10/29 USD 273.46 –17.8 –22.7 –0.7
PF (LUX)-CHF Liq-Pca CH MM LUX 10/29 CHF 123.74 1.4 1.8 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/29 CHF 95.52 1.4 1.8 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/29 EUR 119.85 –46.1 –48.5 –23.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/29 USD 75.47 –44.8 –45.7 –14.5
PF (LUX)-East Eu-Pca EU EQ LUX 10/23 EUR 149.32 –70.9 –69.3 –37.7
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/30 USD 88.35 –61.7 –64.8 –22.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/30 USD 297.85 –59.4 –62.0 –21.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/29 EUR 82.96 –39.2 –42.6 –20.1
PF (LUX)-EUR Bds-Pca EU BD LUX 10/29 EUR 368.32 1.9 0.4 0.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/29 EUR 289.25 1.9 0.4 0.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/29 EUR 122.44 –6.6 –8.0 –3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/29 EUR 89.26 –6.6 –8.0 –3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/29 EUR 93.47 –34.7 –36.9 –20.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/29 EUR 60.45 –34.7 –36.9 –20.0
PF (LUX)-EUR Liq-Pca EU MM LUX 10/29 EUR 133.89 3.1 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/29 EUR 100.01 3.1 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/29 EUR 319.09 –47.7 –51.3 –26.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/29 EUR 109.25 –40.7 –45.2 –23.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/29 USD 160.37 –20.1 –19.8 –6.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/29 USD 114.34 –20.1 –19.8 –6.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/29 USD 12.84 –47.2 –49.2 –23.6
PF (LUX)-Gr China-Pca AS EQ LUX 10/30 USD 205.93 –51.9 –58.4 –7.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/29 USD 178.11 –66.4 –65.2 –20.9
PF (LUX)-Jap Index-Pca JP EQ LUX 10/30 JPY 8636.35 –39.2 –44.1 –25.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/30 JPY 7829.71 –41.6 –49.2 –30.3
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/30 JPY 7650.89 –41.9 –49.5 –30.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/30 JPY 4099.68 –40.5 –47.6 –29.3
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/30 USD 163.95 –48.6 –52.9 –13.9
PF (LUX)-Piclife-Pca CH BA LUX 10/29 CHF 690.27 –18.8 –22.3 –9.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/29 EUR 48.09 –37.5 –42.3 –20.7
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/29 USD 25.62 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/29 USD 69.79 –37.5 –42.8 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/29 EUR 337.34 –45.4 –50.9 –23.2
PF (LUX)-US Eq-Ica US EQ LUX 10/29 USD 81.74 –36.5 –38.5 –15.9
PF (LUX)-USA Index-Pca US EQ LUX 10/29 USD 74.34 –35.9 –38.8 –16.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/29 USD 486.65 3.1 5.1 5.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/29 USD 367.68 3.1 5.1 5.2
PF (LUX)-USD Liq-Pca US MM LUX 10/29 USD 129.82 2.2 2.8 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/29 USD 87.51 2.2 2.8 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/29 EUR 107.34 –31.3 –33.4 –14.4
PF (LUX)-WldGovBds-Pca GL BD LUX 10/29 USD 148.82 1.1 2.8 5.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/29 USD 125.94 1.1 2.8 5.8
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/29 USD 51.25 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 10/30 USD 8.42 –41.8 –44.9 –20.0
Japan Fund USD JP EQ IRL 10/31 USD 12.29 –27.0 –32.5 –17.0

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 09/30 USD 92.31 –8.5 –3.7 NS
Discovery USD A OT OT CYM 09/30 USD 116.30 4.2 11.9 9.7
Elbrus USD A GL EQ CYM 09/30 USD 10.71 –34.6 –24.9 6.0
Europn Conviction USD B EU EQ CYM 09/30 USD 113.54 –0.6 5.5 6.1
Europn Forager USD B OT OT CYM 09/30 USD 187.94 –8.4 –11.2 5.6
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 09/30 USD 13.94 2.3 2.3 17.0
Paragon Limited USD A EU EQ CYM 09/30 USD 289.73 5.4 11.6 18.8
UK Fund USD A OT OT CYM 09/30 USD 168.76 6.1 1.9 4.9

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 10/29 USD 45.26 NS –63.8 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/30 EUR 599.66 –39.1 –41.9 NS
Core Eurozone Eq B EU EQ IRL 10/30 EUR 681.61 NS NS NS
Euro Fixed Income A EU BD IRL 10/30 EUR 1141.52 –8.6 –10.2 –5.7
Euro Fixed Income B EU BD IRL 10/30 EUR 1210.12 –8.1 –9.7 –5.1
Euro Small Cap A EU EQ IRL 10/30 EUR 947.71 –46.2 –51.7 –28.3
Euro Small Cap B EU EQ IRL 10/30 EUR 1008.08 –45.9 –51.5 –27.9
Eurozone Agg Eq A EU EQ IRL 10/30 EUR 524.41 –45.2 –48.1 NS
Eurozone Agg Eq B EU EQ IRL 10/30 EUR 748.43 –45.0 –47.8 –23.4
Glbl Bd (EuroHdg) A GL BD IRL 10/30 EUR 1189.06 –8.1 –8.3 –3.8
Glbl Bd (EuroHdg) B GL BD IRL 10/30 EUR 1253.31 –7.5 –7.7 –3.1
Glbl Bd A EU BD IRL 10/30 EUR 1018.71 1.1 –0.4 –2.9
Glbl Bd B EU BD IRL 10/30 EUR 1077.04 1.6 0.2 –2.4
Glbl Real Estate A OT EQ IRL 10/30 USD 696.00 –45.2 –51.6 –26.6
Glbl Real Estate B OT EQ IRL 10/30 USD 712.52 –45.0 –51.4 –26.1
Glbl Real Estate EH-A OT EQ IRL 10/30 EUR 666.97 –43.1 –49.5 –27.3
Glbl Real Estate SH-B OT EQ IRL 10/30 GBP 63.08 –42.5 –48.8 –26.0
Glbl Strategic Yield A EU BD IRL 10/30 EUR 1152.29 –22.9 –24.1 –10.9
Glbl Strategic Yield B EU BD IRL 10/30 EUR 1224.46 –22.5 –23.6 –10.3
Japan Equity A JP EQ IRL 10/30 JPY 10712.00 –42.4 –48.2 –28.2
Japan Equity B JP EQ IRL 10/30 JPY 11338.00 –42.1 –47.9 –27.7
Multi St Cash Plus EH-A GL EQ IRL 10/30 EUR 897.18 –11.3 –11.6 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/30 USD 1276.07 –51.8 –55.9 –17.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/30 USD 1352.09 –51.5 –55.7 –16.8
Pan European Eq A EU EQ IRL 10/30 EUR 777.51 –42.8 –46.1 –23.4
Pan European Eq B EU EQ IRL 10/30 EUR 823.10 –42.6 –45.8 –22.9
US Equity A US EQ IRL 10/30 USD 715.61 –38.3 –40.5 –16.4
US Equity B US EQ IRL 10/30 USD 760.85 –38.0 –40.2 –15.9
US Small Cap A US EQ IRL 10/30 USD 1048.71 –38.9 –42.8 –18.7
US Small Cap B US EQ IRL 10/30 USD 1115.69 –38.6 –42.4 –18.3

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/31 SEK 64.40 –44.8 –49.6 –25.8
Choice Japan Fd JP EQ LUX 10/31 JPY 44.87 –43.2 –48.7 –29.3
Choice Jpn Chance/Risk JP EQ LUX 10/31 JPY 44.80 –49.9 –54.2 –30.3
Choice NthAmChance/Risk US EQ LUX 10/31 USD 3.10 –40.7 –41.8 –18.9
Europe 2 Fd EU EQ LUX 10/31 EUR 0.76 –47.4 –50.5 –25.3
Europe 3 Fd EU EQ LUX 10/31 GBP 2.64 –43.9 –44.2 –18.8
Global Chance/Risk Fd GL EQ LUX 10/31 EUR 0.54 –31.7 –36.7 –18.6
Global Fd GL EQ LUX 10/31 USD 1.72 –41.7 –44.9 –18.8
Intl Mixed Fd -C- NO BA LUX 10/31 USD 22.28 –33.1 –35.4 –13.0
Intl Mixed Fd -D- NO BA LUX 10/31 USD 15.72 –33.1 –35.4 –11.9
Wireless Fd OT EQ LUX 10/31 EUR 0.11 –42.4 –45.9 –18.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/31 USD 4.36 –52.1 –56.9 –17.8
Currency Alpha EUR -IC- OT OT LUX 10/31 EUR 10.95 7.1 6.4 NS
Currency Alpha EUR -RC- OT OT LUX 10/31 EUR 10.90 6.8 6.0 NS
Currency Alpha SEK -ID- OT OT LUX 10/31 SEK 106.18 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/31 SEK 108.19 NS NS NS
Generation Fd 80 OT OT LUX 10/31 SEK 6.54 –30.9 –34.2 NS
Nordic Focus EUR NO EQ LUX 10/31 EUR 56.50 –42.9 NS NS
Nordic Focus NOK NO EQ LUX 10/31 NOK 59.99 NS NS NS
Nordic Focus SEK NO EQ LUX 10/31 SEK 59.70 –40.0 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/31 USD 0.78 –52.3 –57.3 –16.6
Choice North America Eq. Fd US EQ LUX 10/31 USD 1.49 –38.6 –39.9 –18.6
Ethical Global Fd GL EQ LUX 10/31 USD 0.64 –41.8 –45.3 –19.9
Ethical Sweden Fd NO EQ LUX 10/31 SEK 28.17 –36.8 –41.2 –18.4
Europe Fd EU EQ LUX 10/31 USD 1.62 –54.3 –56.2 –18.6

Global Equity Fd GL EQ LUX 10/31 USD 1.09 –42.0 –45.3 –18.2
Index Linked Bd Fd SEK OT BD LUX 10/31 SEK 12.66 1.3 3.4 2.3
Medical Fd OT EQ LUX 10/31 USD 2.89 –24.9 –24.3 –10.1
Short Medium Bd Fd SEK NO MM LUX 10/31 SEK 9.09 2.4 2.9 2.8
Technology Fd OT EQ LUX 10/31 USD 1.74 –39.0 –42.0 –14.8
World Fd GL EQ LUX 10/31 USD 1.65 –38.5 –41.5 –11.9

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/31 EUR 1.26 1.4 1.5 2.2
Short Bond Fd SEK NO MM LUX 10/31 SEK 21.38 1.9 2.4 2.6
Short Bond Fd USD US MM LUX 10/31 USD 2.49 1.4 2.2 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/30 SEK 9.97 –2.4 –2.2 –0.4
Alpha Bond Fd SEK -B- NO BD LUX 10/30 SEK 8.95 –2.4 –2.2 –0.4
Alpha Bond Fd SEK -C- NO BD LUX 10/31 SEK 24.92 –2.8 –2.4 –0.7
Alpha Bond Fd SEK -D- NO BD LUX 10/31 SEK 8.30 –2.8 –2.4 –0.7
Alpha Short Bd SEK -A- NO MM LUX 10/30 SEK 10.70 1.9 2.4 2.7
Alpha Short Bd SEK -B- NO MM LUX 10/30 SEK 10.04 1.9 2.4 2.7
Alpha Short Bd SEK -C- NO MM LUX 10/31 SEK 20.95 1.8 2.3 2.5
Alpha Short Bd SEK -D- NO MM LUX 10/31 SEK 8.71 1.8 2.3 2.6
Bond Fd EUR -C- EU BD LUX 10/31 EUR 1.26 4.1 4.0 1.8
Bond Fd EUR -D- EU BD LUX 10/31 EUR 0.51 4.1 4.0 1.8
Bond Fd SEK -C- NO BD LUX 10/31 SEK 39.77 5.3 5.7 3.3
Bond Fd SEK -D- NO BD LUX 10/31 SEK 11.93 4.1 4.5 2.7
Corp. Bond Fd EUR -C- EU BD LUX 10/31 EUR 1.07 –9.0 –10.6 –5.2
Corp. Bond Fd EUR -D- EU BD LUX 10/31 EUR 0.84 –9.4 –10.9 –5.6
Corp. Bond Fd SEK -C- NO BD LUX 10/31 SEK 10.42 –13.7 –14.6 –7.2
Corp. Bond Fd SEK -D- NO BD LUX 10/31 SEK 8.18 –13.5 –14.4 –7.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/31 EUR 96.69 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/31 EUR 96.50 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/31 SEK 103.71 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/31 SEK 957.54 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/31 SEK 20.42 3.5 3.9 3.1
Flexible Bond Fd -D- NO BD LUX 10/31 SEK 11.56 3.5 3.9 3.1

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/31 SEK 83.55 –21.3 –24.4 –10.5
Global Hedge I SEK -D- OT OT LUX 10/31 SEK 76.35 –23.6 –26.6 –11.8

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/31 USD 1.53 –54.0 –56.4 –14.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/31 SEK 16.32 –51.1 –57.0 –23.7
Europe Chance/Risk Fd EU EQ LUX 10/31 EUR 841.10 –50.5 –53.4 –27.6

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/30 USD 13.25 –59.9 –67.4 –9.9
Eq. Pacific A AS EQ LUX 10/30 USD 6.27 –54.8 –59.1 –14.7

n SGAM Fund
Bonds CHF A CH BD LUX 10/30 CHF 27.07 3.8 3.3 0.7
Bonds ConvEurope A EU BD LUX 10/30 EUR 28.17 –3.1 –3.7 3.0
Bonds Eur Corp A EU BD LUX 10/29 EUR 19.86 –9.5 –10.7 –5.3
Bonds Eur Hi Yld A EU BD LUX 10/29 EUR 13.82 –34.8 –36.7 –19.8
Bonds EURO A EU BD LUX 10/30 EUR 37.86 2.5 2.1 1.1
Bonds Europe A EU BD LUX 10/30 EUR 36.85 3.1 2.3 1.2
Bonds US MtgBkSec A US BD LUX 10/29 USD 22.43 –11.1 –10.7 –2.7
Bonds US OppsCoreplus A US BD LUX 10/29 USD 30.49 –3.1 –1.8 1.9
Bonds World A GL BD LUX 10/30 USD 36.62 –1.5 –0.1 4.5
Eq. ConcentratedEuropeA EU EQ LUX 10/30 EUR 20.81 –48.4 –50.4 –27.6
Eq. Eastern Europe A EU EQ LUX 10/30 EUR 17.46 –60.4 –61.1 –28.5
Eq. Equities Global Energy OT EQ LUX 10/30 USD 15.02 –40.4 –40.5 –8.5
Eq. Euroland A EU EQ LUX 10/30 EUR 9.41 –45.6 –47.9 –23.7
Eq. Euroland MidCapA EU EQ LUX 10/30 EUR 15.34 –47.1 –52.0 –27.1
Eq. EurolandCyclclsA EU EQ LUX 10/30 EUR 13.66 –46.1 –47.5 –18.9
Eq. EurolandFinancialA OT EQ LUX 10/30 EUR 9.42 –49.4 –51.5 –31.8
Eq. Glbl Emg Cty A GL EQ LUX 10/30 USD 5.81 –57.0 –60.2 –19.2
Eq. Global A GL EQ LUX 10/30 USD 21.52 –43.8 –46.5 –22.2
Eq. Global Technol A OT EQ LUX 10/30 USD 4.04 –43.1 –49.2 –23.4
Eq. Gold Mines A OT EQ LUX 10/30 USD 13.98 –53.4 –56.8 –23.7
Eq. Japan A JP EQ LUX 10/30 JPY 698.12 –47.3 –51.5 –31.5
Eq. Japan Sm Cap A JP EQ LUX 10/30 JPY 866.29 –49.2 –56.5 –41.5
Eq. Japan Target A JP EQ LUX 10/30 JPY 1492.55 –26.3 –31.7 –18.2
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 10/30 GBP 9.36 –45.1 –49.2 –26.3
Eq. US ConcenCore A US EQ LUX 10/30 USD 17.29 –35.6 –36.8 –16.0
Eq. US Lg Cap Gr A US EQ LUX 10/30 USD 12.19 –39.4 –42.2 –17.2
Eq. US Mid Cap A US EQ LUX 10/30 USD 21.16 –45.9 –50.1 –17.2
Eq. US Multi Strg A US EQ LUX 10/30 USD 17.38 –39.7 –43.0 –20.3
Eq. US Rel Val A US EQ LUX 10/30 USD 16.95 –40.8 –44.4 –24.5

Eq. US Sm Cap Val A US EQ LUX 10/30 USD 14.74 –40.9 –46.3 –24.6
Eq. US Value Opp A US EQ LUX 10/30 USD 14.54 –42.9 –47.0 –27.0
Money Market EURO A EU MM LUX 10/30 EUR 26.95 3.6 4.4 4.0
Money Market USD A US MM LUX 10/30 USD 15.69 2.5 3.3 4.1

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 10/15 USD 9.81 –33.6 –23.6 0.1
UAE Blue Chip Fund Acc AS EQ ARE 10/23 AED 7.43 –36.3 –23.9 –6.8

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 10/31 EEK 109.65 –59.1 –64.0 –34.7
New Europe Small Cap EUR EE EQ EST 10/31 EEK 55.68 –60.1 –64.1 –34.2
Second Wave EUR EE EQ EST 10/31 EEK 103.57 –62.3 –65.1 –28.8

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/31 JPY 8476.00 –49.4 –57.2 –33.5
YMR-N Japan Fund JP EQ IRL 10/31 JPY 9697.00 –44.3 –51.7 –28.3
YMR-N Low Price Fund JP EQ IRL 10/31 JPY 12373.00 –45.8 –54.1 –31.0
YMR-N Small Cap Fund JP EQ IRL 10/31 JPY 6032.00 –51.3 –59.0 –36.8
Yuki Mizuho Gen Jpn III JP EQ IRL 10/31 JPY 4554.00 –51.0 –56.3 –31.8
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/31 JPY 4873.00 –49.8 –57.2 –34.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/31 JPY 6481.00 –48.3 –53.8 –32.8
Yuki Mizuho Jpn Gen JP EQ IRL 10/31 JPY 8223.00 –46.5 –54.8 –30.1
Yuki Mizuho Jpn Gro JP EQ IRL 10/31 JPY 6026.00 –51.2 –58.5 –34.8
Yuki Mizuho Jpn Inc JP EQ IRL 10/31 JPY 8039.00 –38.7 –46.2 –24.2
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/31 JPY 5156.00 –45.3 –51.4 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/31 JPY 10494.00 –42.1 –50.3 –27.6
Yuki Mizuho Jpn PGth JP EQ IRL 10/31 JPY 7751.00 –52.8 –59.0 –33.4
Yuki Mizuho Jpn SmCp JP EQ IRL 10/31 JPY 5883.00 –53.6 –60.7 –36.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/31 JPY 5077.00 –46.0 –52.1 –30.8
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/31 JPY 2387.00 –58.2 –65.9 –49.2

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/31 JPY 4475.00 –49.4 –54.2 –32.1
Yuki 77 General JP EQ IRL 10/31 JPY 6055.00 –47.3 –53.9 –30.5
Yuki 77 Growth JP EQ IRL 10/31 JPY 6291.00 –48.7 –56.6 –33.4
Yuki 77 Income AS EQ IRL 10/31 JPY 5054.00 –39.7 –45.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/31 JPY 6439.00 –44.7 –53.5 –30.9
Yuki Chugoku Jpn Gro JP EQ IRL 10/31 JPY 5199.00 –48.5 –54.5 –29.8
Yuki Chugoku Jpn Inc JP EQ IRL 10/31 JPY 5599.00 –35.5 –41.5 –22.2
Yuki Chugoku JpnLowP JP EQ IRL 10/31 JPY 7646.00 –41.3 –51.1 –25.5
Yuki Chugoku JpnPurGth JP EQ IRL 10/31 JPY 4750.00 –45.7 –54.5 –30.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/31 JPY 6913.00 –46.2 –53.5 –31.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/31 JPY 4690.00 –46.8 –53.5 –29.6
Yuki Hokuyo Jpn Inc JP EQ IRL 10/31 JPY 5280.00 –37.4 –44.6 –25.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/31 JPY 4406.00 –48.9 –56.3 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/31 JPY 4879.00 –49.7 –57.1 –32.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/31 JPY 4599.00 –48.5 –55.8 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/31 JPY 5267.00 –45.0 –57.2 –30.0

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 09/30 USD 36.22 –88.0 –86.2 –46.5
788 China Smaller Cap OT OT CYM 09/30 USD 32.78 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 09/30 USD 83.73 –41.7 –31.3 –15.2
788 Japan Fund Ltd OT OT CYM 09/30 USD 39.46 –68.1 –62.6 –40.8

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

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 09/30 USD 1477.13 –9.4 –9.5 0.4
CMA MultHdge Arbtrge OT OT CYM 09/30 USD 1802.98 –6.6 –6.1 1.9
CMA MultHdge Balncd OT OT CYM 09/30 USD 1303.65 –6.9 –6.1 1.2
CMA MultHdge Growth OT OT CYM 09/30 USD 1885.68 –4.5 –3.2 2.6
CMA MultiHdge Lvrgd OT OT CYM 09/30 USD 1178.25 –17.6 –20.5 –2.9

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 09/30 USD 2080.57 –10.9 –11.7 –0.3

Harmony Cap Ltd B EUR OT OT BMU 09/30 EUR 2012.85 –10.3 –11.1 –0.9
Harmony Cap Ltd D USD OT OT BMU 09/30 USD 1193.39 –11.2 –12.1 –0.8
Harmony Cap Ltd E EUR OT OT BMU 09/30 USD 1159.72 –10.5 –11.4 –1.3
Harmony Cap Ltd F GBP OT OT BMU 09/30 GBP 1012.00 –9.9 –10.4 0.2

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 10/17 USD 555.32 –68.8 –66.4 –38.4

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 09/30 EUR 194.10 4.8 14.9 NS
Horseman EmMkt Opp USD GL EQ USA 09/30 USD 198.84 3.8 13.7 NS
Horseman EurSelLtd EUR EU EQ GBR 09/30 EUR 211.98 18.0 24.7 27.4
Horseman EurSelLtd USD EU EQ GBR 09/30 USD 219.00 16.5 23.2 27.9
Horseman Glbl Ltd EUR GL EQ CYM 09/30 USD 433.28 15.5 16.0 32.3
Horseman Glbl Ltd USD GL EQ CYM 09/30 USD 433.28 15.5 16.0 32.3

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 09/30 EUR 94.84 –15.3 –12.3 NS
Special Opp Inst EUR OT OT CYM 09/30 EUR 89.11 –14.9 –11.5 NS
Special Opp Inst USD OT OT CYM 09/30 USD 97.30 –14.8 –11.2 NS
Special Opp USD OT OT CYM 09/30 USD 96.12 –15.3 –11.8 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 09/30 EUR 127.16 –10.2 –6.5 4.3
GH Fund CHF Hdg OT OT JEY 09/30 CHF 108.16 –11.8 –9.4 0.3
GH Fund EUR Hdg OT OT JEY 09/30 EUR 117.94 –10.7 –7.7 2.1
GH Fund EUR Hdg (Non-V II) OT OT JEY 09/30 EUR 104.69 –10.6 –7.6 2.1
GH Fund EUR Hdg (Non-V) OT OT JEY 09/30 EUR 117.94 –10.7 –7.7 2.1
GH Fund GBP Hdg OT OT JEY 09/30 GBP 129.28 –9.7 –6.2 3.8
GH Fund Inst EUR OT OT JEY 09/30 EUR 90.55 NS NS NS
GH Fund Inst JPY OT OT JEY 09/30 JPY 8937.46 –11.9 –9.6 NS
GH Fund Inst USD OT OT JEY 09/30 USD 105.23 –10.4 –6.9 3.9
GH FUND S EUR OT OT CYM 09/30 EUR 123.43 –9.7 –6.5 3.3
GH FUND S GBP OT OT CYM 09/30 GBP 128.04 –9.1 –5.3 4.8
GH Fund S USD OT OT CYM 09/30 USD 140.58 –10.0 –6.3 4.4
GH Fund USD OT OT GGY 09/30 USD 260.47 –10.9 –7.6 3.1
Hedge Investments OT OT JEY 09/30 USD 131.95 –10.1 –6.8 3.4
Leverage GH USD OT OT GGY 09/30 USD 114.99 –24.6 –20.4 –1.0
MultiAdv Arb CHF Hdg OT OT JEY 09/30 CHF 97.58 –14.5 –14.0 –4.5
MultiAdv Arb EUR Hdg OT OT JEY 09/30 EUR 105.49 –13.3 –12.4 –2.9
MultiAdv Arb GBP Hdg OT OT JEY 09/30 GBP 114.93 –12.6 –11.3 –1.7
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 09/30 EUR 111.36 –12.6 –11.4 –1.6
MultiAdv Arb S GBP OT OT CYM 09/30 GBP 117.29 –11.8 –10.2 –0.2
MultiAdv Arb S USD OT OT CYM 09/30 USD 123.16 –12.9 –11.4 –0.8
MultiAdv Arb USD OT OT GGY 09/30 USD 192.46 –13.8 –12.6 –2.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 09/30 USD 115.10 –13.6 –11.8 –0.6
Asian AdbantEdge EUR OT OT JEY 09/30 EUR 96.73 –18.5 –14.4 NS
Asian AdvantEdge OT OT JEY 09/30 USD 173.34 –18.9 –14.3 3.6
Emerg AdvantEdge OT OT JEY 09/30 USD 161.95 –21.7 –17.4 2.3
Emerg AdvantEdge EUR OT OT JEY 09/30 EUR 93.62 –21.5 –17.7 NS
Europ AdvantEdge EUR OT OT JEY 09/30 EUR 122.63 –14.0 –14.1 –2.2
Europ AdvantEdge USD OT OT JEY 09/30 USD 127.75 –14.5 –14.3 –1.5
Japan AdvantEdge JPY OT OT JEY 09/30 JPY 8303.85 –11.5 –13.7 –10.7
Japan AdvantEdge USD OT OT JEY 09/30 USD 96.27 –10.4 –11.4 –6.7
Lvgd Alpha AdvantEdge OT OT JEY 09/30 USD 102.60 –29.3 –27.4 –7.7
Trading AdvantEdge OT OT GGY 09/30 USD 143.14 6.4 16.3 17.4
Trading AdvantEdge EUR OT OT GGY 09/30 EUR 129.99 6.5 15.6 16.1
Trading AdvantEdge GBP OT OT GGY 09/30 GBP 136.17 8.2 18.1 18.2
US AdvantEdge OT OT JEY 09/30 USD 112.55 –11.0 –8.6 0.4

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 10/23 EUR 244.71 –3.8 –3.9 1.3
Integrated Dir Trading EUR OT OT CYM 09/30 EUR 103.16 0.7 6.9 7.6
Integrated Emg Markets EUR OT OT CYM 09/30 EUR 83.44 –20.6 –19.3 –3.6
Integrated European EUR OT OT CYM 09/30 EUR 151.80 2.2 1.1 4.2
Integrated Event Driven EUR OT OT CYM 09/30 EUR 93.79 –12.5 –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 124.40 –10.8 –9.0 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 10/24 USD 182.66 –78.0 –77.3 –51.5
Antanta MidCap Fund EE EQ AND 10/24 USD 327.99 –81.9 –80.6 –46.4
Meriden Opps Fund GL OT AND 10/29 EUR 92.29 –17.7 NS NS
Meriden Protective Div GL EQ AND 10/27 EUR 80.32 –1.0 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 08/29 USD 1396.95 –5.8 –0.5 5.8

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 10/28 USD 75.63 58.2 85.5 30.9

Superfund GCT USD* GL EQ LUX 10/28 USD 3501.00 44.3 60.1 21.2

Superfund Gold A (SPC) GL OT CYM 10/28 USD 957.32 8.9 27.0 23.2

Superfund Gold B (SPC) GL OT CYM 10/28 USD 1086.22 16.0 40.6 28.9

Superfund Q-AG* OT OT AUT 10/28 EUR 8491.00 31.2 41.1 17.6

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 09/30 USD 178.17 8.1 12.5 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 09/30 EUR 1238.56 –1.0 4.1 9.1

Winton Evolution GBP GL OT VGB 09/30 GBP 1214.27 –0.5 5.1 10.3

Winton Evolution JPY GL OT VGB 09/30 JPY 109745.75 –4.5 –0.3 5.3

Winton Evolution USD GL OT CYM 09/30 USD 1206.55 –1.6 3.6 9.6

Winton Futures EUR GL OT VGB 09/30 EUR 185.04 9.0 14.5 16.3

Winton Futures GBP GL OT VGB 09/30 GBP 198.47 10.1 16.1 17.9

Winton Futures JPY Lead Series 2 GL OT VGB 09/30 JPY 13541.20 7.6 12.1 14.0

Winton Futures USD GL OT VGB 09/30 USD 659.57 8.8 14.5 17.2

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 10/17 EUR 123.58 –12.7 –5.8 –3.9

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 10/17 USD 261.45 –12.8 –5.7 –2.3

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 09/30 USD 1454.02 NS –4.6 –9.1 –6.2 2.4

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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Race ends on McCain turf
Obama seeks to make
inroads in states
Bush won in 2004

By Jonathan Weisman

The U.S. presidential campaign’s
final days are playing out largely on
territory won by President George
W. Bush in 2004, as his unpopular-
ity, combined with a struggling econ-
omy and shifting demographics,
have helped Democrats gain trac-
tion in what have been reliably Re-
publican states.

Democratic presidential nomi-
nee Sen. Barack Obama passed
through Nevada, Colorado, Mis-
souri and Ohio over the weekend af-
ter appearances in Iowa and Indiana
Friday—all states that voted Repub-
lican four years ago. He was sched-
uled to be in Virginia on Monday,
where a Democratic presidential
nominee hasn’t won since 1964.

From Oct. 21 to Oct. 28, the
Obama campaign spent nearly
$21.5 million on advertising, com-
pared with $7.5 million by the cam-
paign of Republican Sen. John
McCain, according to the University
of Wisconsin Advertising Project.
More than 70% of that combined
spending was in Republican states.
The Obama campaign Friday
launched advertising buys in long-
Republican North Dakota, Georgia
and in Sen. McCain’s home state of
Arizona.

Sen. McCain, meanwhile, spent
Friday in Ohio and Saturday in Vir-
ginia, both states won by Mr. Bush
in 2004. Sunday night, Sen. McCain
was scheduled to campaign in Flor-
ida. He also stopped in Pennsylva-
nia, the one big 2004 Democratic
state that the McCain campaign be-
lieves it can win to offset losses in
Republican territory.

After the 2004 presidential race,
the Republican geographic formula
for keeping a lock on the White
House seemed simple enough: hold
the states that Mr. Bush won in the
Republican column and eke out an-
other narrow Electoral College vic-
tory.

Sen. McCain, though playing de-
fense, can still find a path to victory
Tuesday. His emphasis in the final
days on Ohio and Pennsylvania
point to a demographic pattern that
could work in his favor: rust-belt re-
gions where an aging, working-class
population has been reluctant to em-
brace the first African-American
leading a major party. Gains among
non-college-educated men, abor-
tion opponents, rural voters and
“soft” Democrats are fueling Sen.
McCain’s advance in some polls,
said Bill McInturff, Mr. McCain’s
pollster.

But in the past four years, the
electoral map has steadily shifted in
ways that have made the
Democrats’ strategizing
easier.

The war in Iraq, the
Bush administration’s un-
popularity and scandals
when Republicans con-
trolled Congress scarred
the party brand nation-
ally. Scandal-plagued gov-
ernors in two Republican-
friendly swing states,
Ohio and Nevada, spread
that taint to the state level.

The weak economy, concen-
trated heavily in large battleground
states, is probably the biggest fac-
tor reordering the 2008 map. States

like Ohio, used to economic hard
times, have suffered wage stagna-
tion and falling incomes. In states
unused to hard times, such as Flor-
ida and Nevada, a housing and con-
struction bust has spread gloom.

In 2004, building booms in Flor-
ida and Nevada made Democratic
messages on the economy fall flat.
This year is different. In Septem-
ber, Florida recorded a 1.4% drop in
employment over September 2007,
the fifth-largest drop among the
states. Nevada’s unemployment
rate, at 7.3%, is the fifth highest in
the country.

Demographics also shifted in the
right places to give Democrats a lift.
In Colorado, Virginia and North
Carolina, the influx of a younger,
more-educated populace brought
voters more receptive to the Demo-
crats’ message. A concerted Republi-
can campaign to curb illegal immi-
gration turned a wave of new for-
eign-born voters against Republi-
cans in Florida, Nevada and Colo-
rado, just as the Latino vote in those
states was growing.

Between 2000 and this year, the
Hispanic electorate will have dou-
bled, to 12% of voters, according to
Census data and NDN, a Democratic
group that studies the electorate.
That growth has been concentrated
in once-Republican states, not only
in the Mountain West but in the
South. By 2006, Hispanics repre-
sented 31% of voters in New Mexico,
13% in Nevada, 11% in Florida and 8%
in Colorado.

Mr. Bush and his political team
were able to ride that wave, nearly
doubling the Republican share of
the Latino vote to 40% in 2004 from
21% in 1996, according to exit polls.
Then came 2006 and the Republican
Party embrace of get-tough legisla-
tion on illegal immigration, fol-
lowed by Republican efforts to kill bi-
partisan bills to stiffen border en-
forcement and provide illegal immi-
grants a pathway to citizenship.

In 2006, Republican support
among Hispanics fell to 30%. Even
Sen. McCain, who co-authored the
bipartisan immigration legislation,
doesn’t appear able to reverse the
trend. An NDN poll in August, when
Sens. Obama and McCain were virtu-
ally tied in the polls, found Sen.
Obama leading among Colorado His-
panics 56% to 26% and Nevada His-
panics 62% to 20%.

In Colorado alone, more than
70,000 new Latino voters have regis-
tered since 2004. An Associated
Press-GFK poll released Wednesday
found that 16% of Colorado’s likely
voters identify themselves as His-
panic—and 70% of them back Sen.
Obama.

The growth of professional ha-
vens in Northern Virginia, the Re-
search Triangle Region of Raleigh-
Durham, N.C., and the Boulder-Den-
ver corridor of Colorado may also
be contributing to the changing elec-

toral landscape. Voters in
such places tend to be
younger, more ethnically
and racially diverse and
less interested in social-
conservative issues, such
as abortion and gay mar-
riage. And there are a lot
of them: 83 million so-
called millennials be-
tween ages 19 and 37, com-
pared with 74 million
Baby Boomers between

51 and 69.
If Sen. McCain had done more to

chart his own electoral map—
through states like New Hampshire
and Wisconsin, with traditions of in-

dependence—his final push may
have looked different, Republican
strategists said.

Instead, he focused more on reas-
sembling the Bush map, through
conservative policy shifts and his
choice of Alaska Gov. Sarah Palin, a
favorite of the religious right, as a
running mate.

A swing by Sen. McCain through
New Hampshire over the weekend
may not be enough to overcome an
“almost Shakespearian” tragedy—
the loss of a state that propelled his
candidacy in 2000 and saved it in
this year’s Republican primaries,
said Mike Murphy, a Republican
strategist and longtime McCain con-
fidante.

“I don’t think anyone would ar-
gue this isn’t a great environment
for Democrats,” said Michael Du-
Haime, Sen. McCain’s political direc-
tor. “We’ve got the worst financial
crisis in 80 years, which rightly or
wrongly is being blamed on Republi-
cans,” he added. “Barack Obama,
who has high personal-popularity
ratings, is outspending us three or
four to one, basically buying the
election, and we have states like

Pennsylvania and Ohio in reach.
That’s a testament to John McCain
and his brand.”

 —Stephanie Simon, Douglas Belkin
and Brad Haynes

contributed to this article.
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Changing landscape
The final four days of the presidential campaign are playing out largely on
territory won by President George W. Bush in 2004. Results of the 2004 
election and current battleground states.
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Sel Euro Equity EUR US EQ GGY 10/22 EUR 80.52 –44.9 –47.5 –24.4
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n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
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KBC Eq (L) Japan JP EQ LUX 10/30 JPY 17656.00 –40.3 –46.2 –27.0
KBC Eq (L) NthAmer EUR US EQ LUX 10/30 EUR 488.45 –36.6 –39.1 –17.4
KBC Eq (L) NthAmer USD US EQ LUX 10/30 USD 703.38 –35.5 –37.8 –15.4
KBL Key America EUR US EQ LUX 10/29 EUR 323.67 –44.6 –46.8 –21.3
KBL Key America USD US EQ LUX 10/29 USD 336.28 –44.3 –46.3 –19.8
KBL Key East Europe EU EQ LUX 10/29 EUR 1310.33 –61.4 –61.3 –30.3
KBL Key Eur Sm Cie EU EQ LUX 10/29 EUR 684.84 –50.0 –55.3 –28.1
KBL Key Europe EU EQ LUX 10/29 EUR 527.17 –40.3 –44.1 –21.6
KBL Key Far East AS EQ LUX 10/29 USD 788.53 –58.7 –62.8 –23.2
KBL Key Major Em Mkts GL EQ LUX 10/29 USD 320.68 –65.5 –66.1 –23.5
KBL Key NaturalRes EUR OT EQ LUX 10/29 EUR 341.44 –45.1 –47.6 NS
KBL Key NaturalRes USD OT EQ LUX 10/29 USD 334.10 –51.6 –53.2 NS
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Asia rerun of ’97 unlikely
Economists predict
crisis impact will be
shallower but longer

Indonesia’s Bakrie to sell
coal stake for $1.3 billion

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

SOUTH KOREAINDONESIAPHILIPPINESINDIATHAILANDMALAYSIACHINA
0

50

100

150

200

250

300

350

400%

1996
1997
2008 estimate

Note: Short-term debt is calculated on a remaining maturity basis and is made up of debt with original 
maturity of one year or less and medium- and long-term debt that is amortizing

 Sources: Institute of International Finance; International Monetary Fund; Goldman Sachs Economic Research

On firmer ground
Asian economies are less hampered by 
external debt now than during the currency 
crisis of the late '90s.
Short-term debt as a percentage of reserves

Foreign firms seek U.S. tax relief

By Gregory Meyer

NEW YORK—While oil may be at
its cheapest in months, prices deep in
the future reveal a market with seri-
ous concerns about long-term supply.

As evidence, analysts point to
crude-oil futures. Oil for delivery
years from now costs more than oil

for imminent sale,
and the difference
has widened. While
front-month crude
is down 53% from

its July peak, oil contracts for later
delivery dates have fallen far less.

For example, as recently as last
summer, December 2008 and De-
cember 2013 crude-oil futures on
the New York Mercantile Exchange
cost the same. Now, the 2008 con-
tract is $21.50 a barrel below 2013,
an unprecedented discount.

Light, sweet crude for December
2008 delivery closed at $67.81 a barrel
Friday, up $1.85, capping the biggest
monthly decline ever, while Decem-
ber 2013 crude gained $3.11 to $89.31.

A pause in the march of world de-

mand helped topple crude from
record levels above $145 a barrel. But
the current price weakness could set
the stage for an explosive move
higher when consumption takes off
again. Analysts say the fall has been
so steep it could diminish investment
in new supplies that are only profit-
able in a high-price environment.

Some signs of slower supply in-
vestment are emerging. Marathon
Oil Corp. last week said it expects
capital spending to decline 15% in
2009. Russia’s OAO Lukoil Holdings
said next year’s planned capital
spending could fall if oil prices slide
further. Suncor Energy Inc., the sec-
ond-largest producer in western Can-
ada’s high-cost oil sands, has said it
will delay a key project to turn tar-
like bitumen into high-quality crude.

“The decline in prices is having a
greater supply-destruction impact
than the rise in prices had in terms
of demand destruction,” said John
Hummel, president of hedge-fund
firm AIS Group, which manages a
$400 million fund invested in com-
modity and other futures.

Oil futures signal worry
over long-term supplies

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

The global financial storm de-
scending on Asia isn’t expected to
damage the region’s economy as
deeply as the crisis that hit in the late
1990s. But the downturn is likely to
last longer, economists say, creating
new problems for the world.

The strong demand for Asian ex-
ports that spurred recovery a de-

cade ago may not be there this time.
The signs are already apparent as ex-
porters struggle to cope with the
rapidly weakening U.S. and Euro-
pean economies.

The picture was very different in
the late 1990s, when Asia was strug-
gling to recover from a financial
meltdown. During years of super-
charged growth, companies had
loaded up on foreign debt and built a
glut of luxury condominium towers,
among other excesses. When the
bubble burst in 1997, panic spread as
far as Russia and Brazil. Thailand’s
gross domestic product contracted
by 10.5% the following year.

But through it all, the
U.S.—whose economy was bol-
stered by the high-tech boom—kept
buying goods, helping many Asian
countries export their way out of
trouble. The region’s devalued cur-

rencies even offered an advantage,
making Asian products cheaper. Al-
though aftereffects lingered for sev-
eral years in a few countries, by
2000, Thailand, Korea and other
Asian economies were reporting
growth rates of 5% and higher.

Today, in the wake of a financial
crisis that has wiped out trillions of
dollars in asset values around the
world, economists believe the U.S.
economy will grow only slightly
next year, if at all, and Europe’s
doesn’t look much better.

For all the difficulties export-
ers here are already facing, “I
think now it’s just the beginning,”
says Eddy Li, a producer of wrist-
watches in southern China and
vice president of Hong Kong’s Chi-
nese Manufacturers Association.

Other potential sources of
growth, such as domestic spending,
are problematic. Policy makers have
struggled for years to boost domes-
tic demand in Asia, without success.
In the past 10 years, consumption as
a proportion of gross domestic prod-
uct has fallen in China and else-
where in Asia outside Japan, even as
exports as a proportion of GDP have
grown by some 30%.

Now, in South Korea, India and
Southeast Asia, currencies are los-
ing value, boosting the cost of im-
ported goods and cutting into con-
sumers’ spending power.

Without strong foreign export
demand, “the fear is that this
downturn is going to be more pro-
tracted,” says Tim Condon, an
economist at ING in Singapore.

COMMODITIES
MARKETS
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By Patrick Barta in Bangkok
and Peter Stein in Hong Kong

By Tom Wright

JAKARTA, Indonesia—PT Bakrie
& Brothers, a conglomerate that bor-
rowed heavily from foreign and do-
mestic banks, became the highest-
profile Indonesian victim of the glo-
bal credit crisis on Saturday when it
agreed to sell its 35% stake in a highly
profitable coal-mining company to a
consortium led by a local affiliate of
TPG Capital for $1.3 billion.

PT Northstar Pacific Partners of
Indonesia, which runs a $400 million
private-equity fund in which TPG has
invested, said it is leading the bid to
purchase Bakrie & Brothers’ stake in
PT Bumi Resources. Two years ago,
Northstar Pacific made an unsuccess-
ful bid for Bumi Resources, which
owns two coal mines in the Indone-
sian portion of the island of Borneo.

Bakrie & Brothers, controlled by
the family of Indonesia’s welfare min-
ister, Aburizal Bakrie, is a major loser
from the credit crisis. It borrowed
heavily from Credit Suisse Group
and J.P. Morgan Chase & Co., among
others, to fund acquisitions such as
the takeover this year of Herald Re-

sources Ltd. of Australia.
But those banks—mindful of a pos-

sible rerun of the 1997-98 Asian finan-
cial crisis in which Bakrie & Brothers
defaulted on tens of millions of dol-
lars in borrowings—demanded the
loans be collateralized by shares of
Bakrie family companies. As those
shares fell over the past month amid
an outflow of foreign funds from
emerging markets and a fall in com-
modity prices, Bakrie has faced pres-
sure from creditors to repay the debt,
which may amount to $1.5 billion, say
two people close to the Bumi Re-
sources deal.

Any agreement between North-
star Pacific and Bakrie to acquire
Bumi Resources needs the agree-
ment of creditors who hold the com-
pany’s shares as collateral, these peo-
ple say. The consortium of buyers is
likely to include Indonesian state-
owned companies such as PT Tam-
bang Batubara Bukit Asam, a listed
coal miner, they add.

It isn’t clear how much of Bumi Re-
sources the Bakrie family might own
outside of its 35% stake through
listed Bakrie & Brothers.

By Jesse Drucker

A team of former Treasury De-
partment officials is pressing the
Bush administration to extend to for-
eign financial firms the tax relief
granted to U.S. banks a few weeks
ago.

Such a move would exempt the
firms from tax problems triggered
when they receive an investment
from an overseas government.

Tax attorneys at Skadden, Arps,
Slate, Meagher & Flom LLP, includ-
ing former IRS Commissioner Fred T.
Goldberg and Treasury’s former as-
sistant secretary for tax policy, Pam-
ela F. Olson, met with Treasury’s top
tax official, Eric Solomon, on Oct. 9 to
press their case.

The attorneys are seeking to free

up restrictions on the use of so-called
tax losses. Typically, companies are
permitted to carry over tax benefits
from years when they lose money to
help offset taxes when they return to
profitability. But the law restricts
how much of those losses can be used
annually after a company has under-
gone a significant change in owner-
ship. That is aimed at preventing
companies from buying firms solely
to benefit from the tax advantage.

In the wake of the financial crisis,
the Treasury Department has lifted
some of those restrictions, including
in cases where the government in-
vests in a company, such as mortgage
giants Fannie Mae and Freddie Mac.
Fannie and Freddie otherwise could
have lost the ability to use many of
their tax losses or been forced to use

them more slowly, since the U.S. in-
vestments would have been consid-
ered an ownership change.

The attorneys are seeking similar
relief for foreign financial firms.
Some of these firms also received in-
vestments from their own govern-
ments and are concerned that could
trigger unfavorable tax treatment
for units that do business in the U.S.

Correspondence between the at-
torneys and the Treasury was posted
on the Web site of Tax Notes, a trade
publication. In a memo to Mr. So-
lomon, the attorneys wrote that the
rules limiting the use of tax losses
“impede governmental rescue ef-
forts and generally are inappropriate
in the context of these critical stabili-
zation efforts.” A department spokes-
man declined to comment.

24 MONDAY, NOVEMBER 3, 2008 T H E WA L L ST R E ET JOU R NA L .



Obama maintains lead in final weekend
U.S. candidates
make final rounds
of battleground states

ECONOMY & POLITICS

By Laura Meckler

And Jonathan Weisman

Sens. Barack Obama and John
McCain sprinted to the finish line of
the long U.S. presidential race, with
the Democrat maintaining his lead
in a series of weekend polls.

Sen. McCain, the Republican can-
didate, was hoping he could gain
traction in the campaign’s closing
hours with charges that Sen.
Obama is too liberal and not ready
for the job, and some surveys did
show some narrowing in the gap.
He was appealing to a shrinking

pool of undecided voters, as both
men worked to get their supporters
out to the polls on Tuesday.

The latest round of national and
battleground-state polls suggested
that Sen. Obama remained in the
lead, a position he has enjoyed
since September, when the finan-
cial crisis reset the presidential con-
test. Sen. McCain’s advisers were
gunning for what would be a come-
from-behind victory, noting that he
has done so before.

A CNN/Opinion Research Corp.
survey released Sunday gave Sen.
Obama a seven-percentage-point
lead, with 53% of likely voters favor-
ing Sen. Obama and 46% for Sen.
McCain. A national poll by the Pew
Research Center, also out Sunday,
gave Sen. Obama 49% of likely vot-
ers to Sen. McCain’s 42%, also a
seven-point lead.

Interviews with some undecided
voters suggest that many are lean-
ing toward Sen. Obama for the
same reasons that have long bedev-
iled Sen. McCain: their longing for
change after eight years of a Repub-
lican White House and their hesita-
tion about Gov. Sarah Palin as his
running mate, who has electrified
conservatives but turned off some
independents.

After the longest presidential
race in history, turnout could shat-
ter records. An estimated 153.1 mil-
lion Americans, or 73.5% of the eligi-
ble population, will have registered
to vote by Tuesday, according to a
study released Sunday by American
University’s Center for the Study of
the American Electorate. That per-
centage is the highest since women
were given the vote in 1920, beating
the previous high set in 1964.

Illustrating the headwinds fac-
ing Sen. McCain, Democratic regis-
tration has increased by an esti-
mated 1.4 percentage points, or by
2.9 million people; Republican reg-
istration declined by 1.5 million
people.

The campaign was closing
around the same themes that have
long defined the contest. Sen.
Obama, the freshman senator from
Illinois, argued that only he can
bring change to a nation yearning
for it, while tying Sen. McCain to
the unpopular President George W.
Bush at every turn.

Sen. McCain, the veteran sena-
tor from Arizona, painted himself
as a man who has always put “coun-
try first,” and argued that Sen.
Obama was a risk to voters’ pay-
checks and safety.

And he worked to encourage

supporters with confident talk of
victory.

“I know when momentum is
here,” Sen. McCain told about 2,000
people in suburban Philadelphia
Sunday. “We got two days. Knock on
doors—with your help we can win.”

In Ohio, Sen. Obama was appear-
ing at a trio of stadium-sized rallies.
“Ohio, I have just two words for
you: two days,” he told more than
60,000 people gathered at the Ohio
Statehouse in Columbus.

Through the campaign’s final
hours, Sen. Obama maintained his
consistent message, with a new ad-
vertisement highlighting a speech
by Vice President Dick Cheney voic-
ing his endorsement for Sen.
McCain.

“And boy did McCain earn it,”
the announcer states, as a montage
of photos of Sen. McCain with
Messrs. Bush and Cheney float by.
“He voted with Bush and Cheney
90% of the time.”

In the campaign’s closing days,
Sen. McCain has consistently
charged that Sen. Obama will raise
taxes, making this point on the
stump and in television ads. He also
has aired an ad using Sen. Obama’s
own words of praise for Sen.
McCain’s work on climate-change
legislation.

Sen. McCain has overruled advis-
ers who wanted to invoke Sen.
Obama’s longtime former pastor,
the Rev. Jeremiah Wright, but Sun-
day, two groups, including the Penn-
sylvania Republican Party,
launched television ads that tied
the two men together.

“If you think you could ever vote
for Barack Obama, consider this:
Obama chose as his spiritual leader
this man,” a narrator says before a
picture of Mr. Wright flashes on the
screen. The 30-second spot in-
cludes a series of controversial re-
marks by the pastor and describes
Obama’s relationship with him.
“Does that sound like someone who
should be president?”

In a statement to PolitickerPA.
com, which reported the story ear-
lier, state party Chairman Robert
Gleason Jr. defended the ad: “When
Pennsylvanians vote for a presi-
dent, they should have a full picture
of that candidate’s character, includ-
ing the people they chose to inti-
mately align themselves with for
many years.”

Separately, an independently
funded group, the National Republi-
can Trust PAC, said it had put
$2.5 million into a Wright-themed
ad running in Ohio, Pennsylvania
and Florida, all competitive states
that Sen. McCain needs to win. A
voiceover in the ad says, “For 20
years, Obama never complained, un-
til he ran for president.”

The campaign’s final day, Mon-
day, will take Sen. Obama to Jack-
sonville, Fla., the sight of some of
the most bitterly contested voting
of the 2000 presidential recount.
He then heads to North Carolina
and Virginia, two reliably Republi-
can states that he hopes will seal his
victory Tuesday.

On Monday, Sen. McCain was set
to cover twice as much territory,
with visits to six states—beginning
in Florida and campaigning through
Pennsylvania, Indiana, New Mexico,
Nevada and Tennessee.

Sen. McCain will then return to
Phoenix to await the results. Sen.
Obama will await the verdict in his
hometown of Chicago.
 —Elizabeth Holmes,

Amy Chozick and Nick Timiraos
contributed to this article.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 10/30 USD 8.71 –39.8 –42.4 –19.7
Am Blend Portfolio I US EQ LUX 10/30 USD 10.16 –39.4 –42.0 –19.1
Am Growth A US EQ LUX 10/30 USD 22.69 –36.4 –37.7 –14.0
Am Growth B US EQ LUX 10/30 USD 19.30 –37.0 –38.4 –14.8
Am Growth I US EQ LUX 10/30 USD 24.91 –36.0 –37.2 –13.3
Am Income A US BD LUX 10/30 USD 6.73 –18.3 –17.6 –6.5
Am Income A2 US BD LUX 10/30 USD 14.09 –17.9 –17.7 –6.5
Am Income B US BD LUX 10/30 USD 6.73 –18.7 –18.2 –7.2

Am Income B2 US BD LUX 10/30 USD 12.24 –18.5 –18.2 –7.2
Am Income I US BD LUX 10/30 USD 6.73 –17.9 –17.1 –6.0
Am Value A US EQ LUX 10/30 USD 7.19 –38.2 –40.1 –19.5
Am Value B US EQ LUX 10/30 USD 6.69 –38.7 –40.7 –20.3
Am Value I US EQ LUX 10/30 USD 7.66 –37.8 –39.6 –18.9
Asian Technology A OT EQ LUX 10/30 USD 9.16 –42.9 –48.2 –23.3
Asian Technology B OT EQ LUX 10/30 USD 8.11 –43.4 –48.7 –24.0
Asian Technology I OT EQ LUX 10/30 USD 10.12 –42.6 –47.8 –22.7
Emg Mkts Debt A GL BD LUX 10/30 USD 10.38 –30.0 –30.0 –11.9
Emg Mkts Debt A2 GL BD LUX 10/30 USD 12.20 –29.6 –30.0 –11.9
Emg Mkts Debt B GL BD LUX 10/30 USD 10.38 –30.6 –30.7 –12.8
Emg Mkts Debt B2 GL BD LUX 10/30 USD 11.88 –30.3 –30.7 –12.8
Emg Mkts Debt I GL BD LUX 10/30 USD 10.38 –29.7 –29.7 –11.5
Emg Mkts Growth A GL EQ LUX 10/30 USD 20.85 –54.9 –57.8 –17.6
Emg Mkts Growth B GL EQ LUX 10/30 USD 17.88 –55.3 –58.2 –18.5
Emg Mkts Growth I GL EQ LUX 10/30 USD 22.90 –54.6 –57.4 –17.0
Eur Blend A EU EQ LUX 10/30 EUR 10.08 –42.7 –46.6 –23.4
Eur Blend I EU EQ LUX 10/30 EUR 10.27 –42.4 –46.2 –22.8
Eur Growth A EU EQ LUX 10/30 EUR 6.22 –40.2 –43.6 –19.7
Eur Growth B EU EQ LUX 10/30 EUR 5.66 –40.7 –44.1 –20.5
Eur Growth I EU EQ LUX 10/30 EUR 6.72 –39.8 –43.1 –19.0
Eur Income A EU BD LUX 10/30 EUR 5.39 –19.4 –20.7 –10.8
Eur Income A2 EU BD LUX 10/30 EUR 9.66 –19.1 –20.6 –10.8
Eur Income B EU BD LUX 10/30 EUR 5.39 –19.9 –21.3 –11.4
Eur Income B2 EU BD LUX 10/30 EUR 9.06 –19.5 –21.2 –11.4
Eur Income I EU BD LUX 10/30 EUR 5.39 –19.1 –20.3 –10.3
Eur Strat Value A EU EQ LUX 10/30 EUR 7.61 –45.5 –49.8 NS
Eur Strat Value I EU EQ LUX 10/30 EUR 7.71 –45.1 –49.4 NS
Eur Value A EU EQ LUX 10/30 EUR 7.88 –43.3 –47.5 –24.5

Eur Value B EU EQ LUX 10/30 EUR 7.33 –43.8 –48.1 –25.3
Eur Value I EU EQ LUX 10/30 EUR 9.01 –43.0 –47.1 –24.0
Gl Balanced (Euro) A EU BA LUX 10/30 USD 12.71 –40.2 –41.7 NS
Gl Balanced (Euro) B EU BA LUX 10/30 USD 12.53 –40.7 –42.3 NS
Gl Balanced (Euro) C EU BA LUX 10/30 USD 12.64 –40.5 –41.9 NS
Gl Balanced (Euro) I EU BA LUX 10/30 USD 12.83 –39.9 –41.3 NS
Gl Balanced A US BA LUX 10/30 USD 13.53 –34.7 –36.7 –15.4
Gl Balanced B US BA LUX 10/30 USD 13.02 –35.2 –37.3 –16.2
Gl Balanced I US BA LUX 10/30 USD 13.92 –34.3 –36.3 –14.8
Gl Bond A US BD LUX 10/30 USD 8.27 –7.6 –7.0 –0.7
Gl Bond A2 US BD LUX 10/30 USD 13.64 –7.2 –7.0 –0.7
Gl Bond B US BD LUX 10/30 USD 8.27 –8.3 –7.9 –1.7
Gl Bond B2 US BD LUX 10/30 USD 12.09 –7.9 –7.9 –1.6
Gl Bond I US BD LUX 10/30 USD 8.27 –7.2 –6.4 –0.1
Gl Conservative A US BA LUX 10/30 USD 13.25 –21.0 –22.0 –8.0
Gl Conservative A2 US BA LUX 10/30 USD 14.57 –20.9 –22.0 –7.9
Gl Conservative B US BA LUX 10/30 USD 13.23 –21.6 –22.8 –8.9
Gl Conservative B2 US BA LUX 10/30 USD 14.00 –21.6 –22.8 –8.9
Gl Conservative I US BA LUX 10/30 USD 13.27 –20.5 –21.4 –7.4
Gl Eq Blend A GL EQ LUX 10/30 USD 9.49 –49.5 –52.2 –24.8
Gl Eq Blend B GL EQ LUX 10/30 USD 9.01 –49.9 –52.7 –25.5
Gl Eq Blend I GL EQ LUX 10/30 USD 9.91 –49.2 –51.8 –24.2
Gl Growth A GL EQ LUX 10/30 USD 34.88 –49.6 –51.0 –23.1
Gl Growth B GL EQ LUX 10/30 USD 29.46 –50.0 –51.5 –23.8
Gl Growth I GL EQ LUX 10/30 USD 38.37 –49.2 –50.6 –22.4
Gl High Yield A US BD LUX 10/30 USD 3.02 –33.1 –34.0 –14.2
Gl High Yield A2 US BD LUX 10/30 USD 5.74 –32.6 –33.9 –14.1
Gl High Yield B US BD LUX 10/30 USD 3.02 –33.7 –34.7 –15.0
Gl High Yield B2 US BD LUX 10/30 USD 9.34 –33.1 –34.5 –14.9

Gl High Yield I US BD LUX 10/30 USD 3.02 –32.9 –33.6 –13.6
Gl Value A GL EQ LUX 10/30 USD 8.85 –49.5 –53.4 –26.6
Gl Value B GL EQ LUX 10/30 USD 8.22 –50.0 –53.9 –27.4
Gl Value I GL EQ LUX 10/30 USD 9.32 –49.2 –53.1 –26.0
India Growth A EA EQ LUX 10/24 USD 51.01 –63.0 –55.3 –15.4
India Growth B EA EQ LUX 10/24 USD 44.11 –63.3 –55.7 –16.3
India Growth I EA EQ LUX 10/24 USD 52.61 –63.0 –55.2 –15.2
Int'l Health Care A OT EQ LUX 10/30 USD 118.67 –27.7 –28.5 –12.4
Int'l Health Care B OT EQ LUX 10/30 USD 101.28 –28.3 –29.2 –13.3
Int'l Health Care I OT EQ LUX 10/30 USD 128.45 –27.2 –28.0 –11.7
Int'l Technology A OT EQ LUX 10/30 USD 79.57 –43.9 –46.8 –16.5
Int'l Technology B OT EQ LUX 10/30 USD 69.76 –44.4 –47.4 –17.4
Int'l Technology I OT EQ LUX 10/30 USD 88.39 –43.5 –46.4 –15.9
Japan Blend A JP EQ LUX 10/30 JPY 5625.00 –43.7 –49.7 –28.1
Japan Blend I JP EQ LUX 10/30 JPY 5734.00 –43.3 –49.3 –27.6
Japan Growth A JP EQ LUX 10/30 JPY 5840.00 –40.9 –47.4 –26.7
Japan Growth I JP EQ LUX 10/30 JPY 5954.00 –40.5 –47.0 –26.1
Japan Strat Value A JP EQ LUX 10/30 JPY 5398.00 –46.6 –52.2 –28.6
Japan Strat Value I JP EQ LUX 10/30 JPY 5489.00 –46.2 –51.8 –28.1
Real Estate Sec. A OT EQ LUX 10/30 USD 11.06 –44.6 –50.6 –30.5
Real Estate Sec. B OT EQ LUX 10/30 USD 10.23 –45.1 –51.1 –31.1
Real Estate Sec. I OT EQ LUX 10/30 USD 11.77 –44.2 –50.2 –29.9
Short Mat Dollar A US BD LUX 10/30 USD 7.27 –15.7 –16.9 –7.5
Short Mat Dollar A2 US BD LUX 10/30 USD 9.36 –15.4 –16.9 –7.5
Short Mat Dollar B US BD LUX 10/30 USD 7.27 –16.0 –17.3 –7.9
Short Mat Dollar B2 US BD LUX 10/30 USD 9.36 –15.8 –17.2 –7.9
Short Mat Dollar I US BD LUX 10/30 USD 7.27 –15.3 –16.4 –6.8
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5 CF Odey Capita Financial GBPiUnited Kingdom –29.72 –30.07 –5.92 11.26
Continental European Acc Managers

3 W.P. Stewart W.P. Stewart Asset EURiIreland –31.92 –33.83 –7.64 4.41
Europe Fund Acc Management(Europe)NV

4 Aviva Aviva Investors EURiLuxembrg –33.94 –34.69–10.27 7.47
Investors European Value Eq B Acc Luxembourg SA

5 Cazenove Cazenove EURiIreland –36.31 –36.89–10.85 NS
European Eq (ex UK) A EUR Inc International Fund PLC

5 Cazenove Cazenove Capital GBPiUnited Kingdom –36.15 –37.07–10.51 9.77
European Fd A Acc Management

3 Bedlam Bedlam Asset GBPiIreland –38.60 –38.09–13.09 NS
Europe A Inc Management

NS CF Eclectica Capita Financial EURiUnited Kingdom –34.26 –39.35–11.68 NS
Cont´l European EUR Managers

NS MFS Meridian MFS International EURiLuxembrg –39.38 –40.37–15.28 NS
Cont Euro Eq A1 EUR Acc

4 Newton BNY Mellon Asset GBPiUnited Kingdom –40.83 –42.65–13.79 7.22
Continental European Inc Mgt Intl Ltd

3 Fidelity Fidelity GBPiUnited Kingdom –40.58 –42.68–16.12 6.39
Inst Europe (ex-UK) Institutional Funds

Bank of Japan cuts key rate,
economic-growth forecast

Tokyo banks warn on profit
in blow to global recovery
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India eases bank lending
to lessen blow of crisis
Surprise rate cut
is second in 2 weeks;
reserve ratio pared
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By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Japanese markets
slumped Friday after the country’s
first interest-rate cut in seven years
was smaller than investors had ex-
pected.

Hong Kong stocks declined as in-
vestors locked in profits following

three days of solid
gains, while Mum-
bai shares soared,
chasing big gains
other regional mar-

kets posted Thursday, when it was
closed for a holiday.

Overall, it was a dismal October,
with many indexes posting declines
of more than 20%.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies slumped 5% to
8576.98 on a burst of selling in the
closing minutes after the Bank of Ja-
pan cut its key interest rate by 0.2 per-
centage point to 0.3%. The vote was
split 4-to-4 until Governor Masaaki
Shirakawa cast the tiebreaker.

The market’s decline comes after
three days of strong gains in which
the index soared 26%. Even so, Octo-
ber’s loss of 23.8% was the steepest
one-month decline in more than 27
years. The market is closed Monday.

Poor earnings reports also hurt.
Mazda tumbled 14% a day after the
auto maker lowered its full-year
profit forecast by 29%, citing a deteri-
orating global sales environment and
an increase in raw-material prices.

Konica Minolta Holdings
slumped 13% after the company re-
ported a 22% drop in six-month net in-
come Thursday on weak corporate or-
ders for copiers amid a global slow-
down, and slashed its net-profit out-
look for the full year by 40%.

Mizuho Financial Group shed
5.2% after the bank slashed its half-
yearly profit forecast more than 62%
because of the global financial tur-
moil and write-downs linked to secu-
rities held by its subsidiaries.

In Mumbai, the Sensitive Index
surged 8.2% to 9788.06, putting an
end to a month in which it plunged
23.9%. Reliance Industries jumped
14%.

In Hong Kong, the Hang Seng In-
dex shed 2.5% to 13968.67. The index
slid 22.5% in the month, its worst Oc-
tober since 1997. Shares of China-re-
lated companies dropped on worries
about a slowdown in their earnings
growth. The Shanghai Composite lost
2% to 1728.79 on worries about slow-
ing growth in corporate earnings.

 —Soo-kyung Seo in Seoul
contributed to this article.

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

ASIAN-PACIFIC
STOCKS

Nikkei drops 5%
as profits shrink;
Mumbai up 8.2%

By Yuka Hayashi

TOKYO—The Bank of Japan cut a
key interest rate from an already
low level, but stocks nevertheless
dropped in the last hour of trading
in Tokyo Friday as the yen jumped
higher.

Reversing a move toward a more
stringent monetary policy that
started in early 2006, the Bank of Ja-
pan announced steps to ease mone-
tary conditions, including reducing
its policy rate to 0.3% from 0.5%.

The rate-cut decision came amid
a split in the central bank’s eight-
person board over how far to trim
its already low policy rate—or the
target for uncollateralized over-
night call rate—with the cut to 0.3%
passing on the vote of the governor.
Three members wanted a slightly
steeper cut to 0.25%, while one
voted to hold rates steady. Central
bank Gov. Masaaki Shirakawa said
cutting rates by more than 0.2 point
could have harmed the functioning

of short-term money markets.
While the Bank of Japan said it

will maintain easy monetary condi-
tions to ensure sustainable growth,
many economists said the bank is
unlikely to cut its policy rate further
anytime soon, barring significant
deterioration in market conditions.

To ensure adequate funding in Ja-
pan’s financial system, the bank
also said it will start paying interest
on excess reserves of commercial
banks kept at the central bank tem-
porarily. The step was also adopted
recently by the Federal Reserve. Ja-
pan’s economy has been engulfed by
the global financial turmoil, espe-
cially as the yen surged against
other major currencies.

BOJ’s board members also cut
their average forecast for Japan’s
growth rate to 0.1% for the fiscal
year ending in March, much lower
than the earlier estimate of 1.2%.
 —Megumi Fujikawa

and Tomoyuki Tachikawa
contributed to this article.

By Abhrajit Gangopadhyay

And Neelabh Chaturvedi

NEW DELHI—The Reserve Bank
of India unexpectedly cut its key
lending rate Saturday for the sec-
ond time in as many weeks, and
also lowered the amount of money
banks have to keep in reserve as a
deepening global financial crisis
threatens to stall growth.

The Indian central bank said it
cut the repurchase rate—its main
short-term lending rate—by 0.5
percentage point to 7.5% to ease the
impact of the global liquidity crisis
on India. It had cut the repurchase
rate by one percentage point on
Oct. 20, its first such cut since
March 2004.

The central bank also cut its
cash-reserve ratio—the proportion
of deposits that banks have to set
aside as cash—by one percentage
point to 5.5%. The cut in the cash-re-

serve requirements will release
400 billion rupees ($8.11 billion)
into the banking system.

The global financial crisis has
had a rapid and deep effect on In-
dia’s economy, which has been seen
as a candidate to help the world
weather the current downturn.

Just a few weeks ago, the over-
riding concern for policymakers
was containing inflation, espe-
cially in the run-up to a national
election expected early next year.

Inflation is a particularly sensi-
tive political issue here because of
the impact it has on India’s hun-
dreds of millions of poor.

But as the financial crisis has
deepened, the threat to India’s eco-
nomic growth, among the world’s
fastest, has increased.

The central bank recently down-
graded its estimate for gross do-
mestic product growth in the year
ending March 31, 2009, to a range
of 7.5% to 8%, from 8% previously.

Many economists expect it to
come in below the central bank’s
new estimate.

 —Haris Zamir in Karachi and
Jackie Range in New Delhi
contributed to this article.

By Yuka Hayashi

And Atsuko Fukase

TOKYO—Mizuho Financial
Group Inc. and Mitsubishi UFJ Fi-
nancial Group Inc. sharply lowered
their earnings outlooks for the cur-
rent fiscal year, raising questions
about the Japanese banks’ ability to
remain providers of capital as the
global financial crisis deepens.

Mizuho, Japan’s third-largest
bank by market value, said group net
profit for the year ending March
2009 would fall 55% to 250 billion
yen ($2.54 billion) from its previous
estimate of 560 billion yen. It cited
rising credit costs and erosion in its
huge stock and bond portfolios. In
the latest fiscal year, the bank
earned 311 billion yen.

MUFG, Japan’s No. 1 bank, said
its group net profit for the year end-
ing March 2009 will likely drop 65%
to 220 billion yen from the previous
year’s net profit of 637 billion yen.

The revisions, which follow a
profit warning earlier last week by
Sumitomo Mitsui Financial Group
Inc., the No. 2 bank, bode ill for a glo-
bal financial industry that is looking

for stable players to help recapital-
ize fragile banks. Japan’s big banks,
along with government funds from
the Middle East and Asia, have been
viewed as providers of such capital
because they were armed with huge
war chests of deposits and were free
from crippling subprime losses.

“Are they still awash in cash?
Not any more,” said Shinichi Ina, a
banking analyst for Credit Suisse in
Tokyo.

Analysts say Japanese banks
may now limit themselves to mak-
ing small investments, perhaps
within Asia. Wednesday, Sumitomo
Mitsui agreed to buy as much as 2%
of South Korea’s KB Financial
Group Inc., the holding company of
Kookmin Bank, that nation’s largest
bank. A person familiar with the
matter said the investment may be
about 20 billion yen. Sumitomo Mit-
sui cut its net profit outlook Wednes-
day for the current fiscal year by
63%, citing ballooning loan losses.

Last Monday, Mitsubishi UFJ
said it would raise $10.47 billion in
new capital, only two weeks after
spending $9 billion to buy a 21%
stake in Morgan Stanley.
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