
Europe’s next challenge:
How to pay for bailouts
More losses could see
national debts grow,
credit ratings retreat

Morgan Stanley struck a deal
with Mitsubishi UFJ Financial
Group, giving it the $9 billion
lifeline it needed and buying
the U.S. investment bank more
time to make over its balance
sheet. Its shares soared. Page 1

n European and U.S. stocks
surged on signs that govern-
ments would mount a more-co-
ordinated effort against the
credit crisis. Page 21

n The U.S. Treasury detailed
efforts to set its $700 billion
rescue program into motion
quickly. Page 3
n Paulson called a meeting
with top U.S. bank CEOs to dis-
cuss his plan to take equity
stakes in financial firms. Page 2

n Google entered talks with the
U.S. Justice Department to head
off any antitrust challenge to its
ad pact with Yahoo. Page 9

n Banco Santander is in talks
to gain full control of the U.S.’s
Sovereign Bancorp, which has
been hurt by bad loans. Page 10

n The Fed began providing dol-
lar funding under its swap facili-
ties with three European central
banks. Qatar said it will pump
capital into its banks. Pages 12, 24

n Waste Management dropped
its $6.7 billion bid for rival U.S.
hauler Republic Services, citing
market turmoil. Page 26

n China’s import growth
slowed for a second month in
September, up 21.3% from a
year earlier, as commodity de-
mand appears to wane. Page 14

n Catastrophe-bond issuance
has suffered amid the financial
crisis, but insurers hope the
complex products will be able
to manage a comeback. Page 24

n Abbott Laboratories joined
Microsoft and H-P in announc-
ing big stock buybacks. Page 34

n Telefónica will sweeten an
offer for the remaining shares
of a Chilean fixed-line-telecom-
munications company. Page 11

Britain, Germany, France, Spain
and Italy detailed steps to spend
tens of billions of pounds and eu-
ros on stakes in struggling banks
and offer hundreds of billions
more in guarantees aimed at help-
ing banks. But even as markets
rallied on the news, economists
fretted about the potential effect
on taxpayers and budgets. Page 1

n North Korea lifted its ban on
U.N. inspections of a plutonium-
producing plant and said it will
resume disabling a linked facility,
the U.N. nuclear watchdog said.

n Iraq opened the doors to for-
eign oil-sector investment, dis-
closing terms for contracts in its
first bidding round since the
U.S.-led invasion of 2003. Page 12

n Obama proposed to put home
foreclosures on hold and give tax
breaks to firms that create jobs,
while McCain issued veiled criti-
cism of the Bush administration.
n McCain and Palin rolled into
Virginia in a bid to stop the
Republican ticket’s slide in the
state. Obama proposed new eco-
nomic rescue measures. Page 35

n Pakistani security forces
and Taliban militants clashed
near the Afghan border in fight-
ing that killed 51 people, includ-
ing 47 militants, officials said.

n A Christian store owner was
shot to death in Mosul, the lat-
est in a series of killings that has
caused thousands of minority
Christians to flee the Iraqi city.

n Paul Krugman, a Princeton
scholar, New York Times colum-
nist and Bush critic, won the
Nobel Prize in economics. Page 14

n Zimbabwe President Mugabe
swore in two vice presidents,
having said his party would con-
trol all key ministries, prompt-
ing the EU’s condemnation.

n Iran’s reformist ex-President
Khatami is hosting former U.N.
chief Annan and European digni-
taries to a conference on reli-
gion in a rare visit this week.

n Somali pirates said they may
extend a deadline to destroy a
hijacked Ukrainian ship, as
relatives of the ship’s crew de-
manded Ukraine pay a ransom.

n Thai riot police used a Chi-
nese tear gas that contained a
powerful explosive to disperse
protesters last week, an investi-
gator said. Three people died
and 478 were injured in clashes.

How the U.K. rescue plan
became a banking model

Editorial&Opinion

By Carrick Mollenkamp,

Dana Cimilluca

And Alistair MacDonald

LONDON—The U.K. government
and the country’s top bankers, after
a sleepless weekend in London, say
they’ve found a way to halt the pro-
gression of the financial crisis.

The British bank bailout plan,
which is becoming a model for the
U.S. and the rest of Europe, is the
product of an unusually close collab-
oration between the government
and its banks.

On Monday, the U.K. govern-
ment said it would invest as much
as £37 billion ($63 billion) in three
of the country’s biggest banks, in-
cluding 281-year-old Royal Bank
of Scotland Group PLC. In one
swoop, the government took con-
trolling stakes in banks with bal-
ance sheets totaling £2.5 trillion,
about 50% more than the coun-

try’s gross domestic product.
Within days, the bumbling im-

ages in the public eye of Prime Minis-
ter Gordon Brown and Chancellor of
the Exchequer Alistair Darling, the
Treasury chief, have changed. A
year ago, their missteps contrib-
uted to the U.K.’s first bank run in
more than a century; a month ago,
Mr. Brown had some of the lowest
opinion poll ratings of any modern
British prime minister. Today, their
plan—which injects capital into the
banks to cushion against losses
while also providing more cash to
the frozen bank-lending system—is
being held up as an example by
other governments around the
globe.

On Monday, Mr. Brown invoked
the July 1944 meeting at Bretton
Woods, N.H.—where Western lead-
ers met to map out a postwar finan-
cial order and established the Inter-

Please turn to page 34

British Prime Minister Gordon Brown, left, and Treasury chief Alistair Darling
announce their financial-rescue plan in London on Monday.

Now that governments across Eu-
rope have stepped in with bold plans
to bail out their banking systems,
they are facing a new challenge: How
to pay for it all.

The U.K., Germany, France,
Spain and Italy on Monday provided
further details of measures that will
see their governments spend tens of
billions of pounds and euros on

stakes in struggling banks and offer
hundreds of billions more in guaran-
tees aimed at helping banks borrow
the money they need to do business.
But even as markets rose sharply on
news of the concerted efforts, econo-
mists were fretting about the poten-
tial effect on taxpayers and govern-
ment finances.

In essence, governments are
making massive bets on the futures
of their banking systems. If the
plans work and banks do well, tax-
payers could profit as the value of
the government stakes rises. But if
banks suffer further losses, govern-
ments could see their national debts

Please turn to page 34

The turnaround?
We may be seeing the begin-
ning of the end of the credit cri-
sis. Review & Outlook. Page 15
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What’s News—
Business & Finance World-Wide

By Marcus Walker in Berlin,
Sara Schaefer Muñoz in London
and David Gauthier-Villars
in Paris

Global gloom: Financial
crisis is all over the map
NEWS IN DEPTH | PAGES 18-19

Barclays aims to bypass
the U.K. banking bailout
HEARD ON THE STREET | PAGE 22

Associated Press

Money & Investing > Page 21

By Aaron Lucchetti

Morgan Stanley got the $9 bil-
lion lifeline it needed from Mitsub-
ishi UFJ Financial Group Inc., buy-
ing the investment bank more time
to make over its balance sheet and
sending its shares soaring 85% in
late trading.

But Morgan Stanley Chief Execu-
tive John Mack still has a tough job
ahead of him as he looks to continue
transforming his business for a diffi-
cult environment.

One of the biggest changes—the
higher-risk trading businesses that
carried Morgan for the past few
years—are going to get smaller, and
the firm is going to rely more on
building market share in lower-risk
sales and trading, asset manage-
ment and advising individual inves-
tors, while using its new relation-
ship with MUFG to boost its pres-
ence in commercial banking.

“We’ve gotten our leverage
down, and it will be even lower,” Mr.
Mack said in an interview. “You’re
going to see a lot of changes.”

Mr. Mack said that his firm as
well as a lot of hedge funds have
been shrinking businesses that use
a lot of leverage, such as complex se-

Please turn to page 35

Morgan Stanley,
with a lifeline,
vows more change
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Treasury secretary meets with bank CEOs
One likely topic:
proposal for U.S.
to take equity stakes
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By Deborah Solomon

And Damian Paletta

U.S. Treasury Secretary Henry
Paulson called top U.S. banking
heads to a meeting Monday in Wash-
ington, people familiar with the mat-
ter said.

The meeting at Treasury was be-
ing held while most of the banking
chiefs are in Washington for meet-
ings of the World Bank and the Inter-
national Monetary Fund. Expected
to attend were chief executives Ken-
neth Lewis of Bank of America
Corp., Jamie Dimon of J.P. Morgan
Chase & Co., Lloyd Blankfein of Gold-
man Sachs Group Inc., John Mack of
Morgan Stanley, Vikram Pandit of
Citigroup Inc. and Robert P. Kelly of
Bank of New York Mellon Corp.

A Treasury spokeswoman said
Monday: “Treasury and the Fed are
meeting today with leading financial
market participants to finalize de-
tails on a financial market stabiliza-
tion initiative.” One person familiar
with the matter said Mr. Paulson is ex-
pected to discuss details of his plan
to take equity stakes in financial
firms, among other points. Treasury
is working to finalize details of its
plans to stabilize the financial sector.

The plan likely will be designed
in a way that won’t wipe out exist-
ing shareholders, according to peo-
ple familiar with the matter.

Such a plan would overcome a
problem created by the ad-hoc na-
ture of the government’s interven-
tions: Investors have refrained from
putting capital into financial stocks
in part over fears they would be
hurt by future government involve-
ment, as was the case when the gov-
ernment took over mortgage giants

Fannie Mae and Freddie Mac and
took a majority stake in insurer
American International Group Inc.

The latest iteration of the Bush
administration’s rescue plan is fod-
der for a growing number of critics
who say the government has sowed
confusion during the fast-moving
crisis by changing its mind about
the best course of action. Outside
economists and investors complain
that neither the Treasury nor the
Federal Reserve properly explained
their rationale and the intended im-
pact of their actions.

One option currently under con-
sideration is to inject capital in
banks in exchange for preferred
shares, according to Wall Street ex-
ecutives. That would give the gov-
ernment a steady payment in the
form of a dividend of sorts. Another
would be for banks to raise some pri-
vate capital in order to qualify for a
government infusion.

Treasury’s program would be vol-
untary and aimed at healthy banks,
not failing institutions. While de-
tails are still being worked out, most
banks likely would be able to partici-
pate in the program, though seri-
ously troubled banks already close
to failing might not be allowed to par-
take. The government would be a
passive investor, using funds
granted as part of the $700 billion

bailout package. The program could
be up and running shortly, according
to people familiar with the matter.

Mr. Paulson is also considering
whether to implement a large-scale
guarantee of bank lending similar to
moves taken by the U.K., among oth-
ers. The government is still proceed-
ing with plans to buy assets from
troubled banks and is expected to se-
lect asset managers this week.

Senior Federal Reserve officials,
including New York Fed President
Timothy Geithner and Fed Chair-
man Ben Bernanke, gathered at the
Treasury on Sunday to discuss com-
prehensive approaches to the finan-
cial crisis, a move designed to fore-
stall the need for another ad-hoc res-
cue.

Government officials say the U.S.
was forced to take an ad-hoc ap-

proach because it lacked the tools
before Congress approved the $700
billion rescue plan. They say the gov-
ernment will now better communi-
cate its strategy, a process that be-
gan last week when the President’s
Working Group on Financial Mar-
kets outlined the steps that have
been taken so far.

“We said in March we didn’t
have sufficient tools for the modern
financial system. [House Financial
Services Committee Chairman Bar-
ney] Frank said it would be next
year before we got legislation and
so we should make due with the
tools we had and that means having
to be ad hoc,” said Michele Davis, a
Treasury spokeswoman. Now that
the administration has the tools it
needs, it plans to explain to inves-
tors how it is using them, she said.

C. Fred Bergsten, a Treasury offi-
cial during the Carter administra-
tion, and others argue that policy
makers erred in not clearly articulat-
ing what they are doing and how
they are doing it. “Even sophisti-
cated investors need to understand
basic strategy,” said Mr. Bergsten,
who is now director of the Peterson
Institute for International Econom-
ics, a Washington think tank.

 —Jon Hilsenrath, Aaron Lucchetti
and Jessica Holzer

contributed to this article.
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U.S. Treasury Secretary Henry Paulson, right, and Federal Reserve Chairman Ben
Bernanke. U.S. officials met Monday to discuss the next step for the financial crisis.
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McCain struggles to hold the southern U.S.
Virginia once looked
firm for Republicans;
Obama opens a lead

Fla.

Ga.

N.C.

Va.

Miss.

Shifting Shifting 
Sentiments Sentiments 
Percentage-point Percentage-point
leads of Democratic leads of Democratic
and Republican and Republican
presidential candidatespresidential candidates

Shifting 
sentiments
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Morgan Stanley, Mitsubishi UFJ close deal

By Corey Dade

Sen. John McCain and Gov. Sarah
Palin rolled into Virginia on Monday
in a bid to stop the Republican tick-
et’s slide in the state and thwart
what once was unthinkable: frac-
tures in the “Solid South,” the back-
bone of successful Republican U.S.
presidential politics for four de-
cades.

Not long ago, Virginia appeared
solidly in the McCain camp. Republi-
can strategists knew the race would
be tighter there in 2008 than in past
years, but were confident enough
not to open a stand-alone state head-
quarters and spent sparingly on ad-
vertising while pouring resources
into other states.

But in the past week, polls began
showing Sen. McCain falling well be-
hind Democratic Sen. Barack Obama
in the state. Two weeks ago, Sen.
Obama and his running mate, Sen.
Joe Biden, held a rally in Prince Wil-
liam County, Va., long a conserva-
tive stronghold in a state that has
voted for only one Democratic presi-
dential nominee since 1948. The
Democrats drew more than 20,000
people, many of whom waited an
hour in a torrential downpour and
lightning before the candidates ar-
rived.

Fueled by demographic shifts,
rising doubts about the direction of
the country, perceived missteps by
Sen. McCain and a voter-registra-
tion push by the Obama campaign
that has helped add a net of 310,000
new, mostly younger voters, the
Democratic ticket increasingly ap-
pears positioned to win Virginia and

make critical inroads across the
South. A CNN/Time Inc. poll re-
leased Wednesday shows that Sen.
Obama has opened a nine-point lead
on Sen. McCain in Virginia.

While much attention has fo-
cused on Midwestern battle-
grounds, Sen. Obama’s campaign
has pressed for a deathblow below
the Mason-Dixon line: In the week
ended Oct. 4, Sen. Obama outspent
Sen. McCain’s campaign by 8-to-1 in
North Carolina, 3-to-1 in Florida and
3-to-1 in Virginia.

A survey released Thursday by
Public Policy Polling of Raleigh,
N.C., which works largely with Dem-
ocratic candidates and left-leaning
groups, showed Sen. Obama making
big gains among white voters in Vir-
ginia. The poll showed 52% of white
voters favoring Sen. McCain, down
from 60% three weeks ago. Sen.
Obama had the backing of 42% of
whites.

If those proportions hold, many
analysts believe the political tide
will have fully reversed, making it
very difficult for Sen. McCain to pre-
vail. The McCain campaign says the
polls it is watching still show Vir-
ginia to be “very tight,” and officials
remain confident they will hold Vir-
ginia and the rest of the South.

Since the 1960s, the only Demo-
cratic nominees to win significant
support in the South were Govs.
Jimmy Carter and Bill Clinton, both
Southerners with regional appeal.

The McCain-Palin travails in the
South mirror troubles the Republi-
can ticket has faced around the coun-
try. A series of polls show them fall-
ing behind, or just running even, in a
number of swing states that Presi-
dent George W. Bush carried in
2004, from Colorado to Indiana to
Missouri. A series of national polls
released during the weekend
showed Sen. Obama with leads rang-
ing from six to 11 percentage points.

Sen. McCain’s slip in the polls fol-
lows a particularly rough couple of
weeks for his campaign. The finan-
cial crisis has made the economy
the election’s central issue—one on
which surveys show voters trust
Sen. Obama more. Gov. Palin faced a
weekend of critical news coverage
following an Alaska legislative re-
port concluding that she violated
state ethics laws, following an
abuse-of-power probe concerning a
state trooper once married to her
sister.

The McCain campaign’s increas-
ingly hard-edged rhetoric against
Sen. Obama has triggered a bit of a
backlash, too, including a statement
issued Saturday by Georgia Demo-
cratic Rep. John Lewis—who rose to
prominence as a civil-rights leader
physically beaten in Alabama in the
1960s—comparing the Republican
ticket’s tactics to the race-baiting of
former Alabama Gov. George Wal-
lace. Sen. McCain rejected the
charge and Sen. Obama distanced
himself from Rep. Lewis’s remarks.

The changes in Prince William
County reflect a major shift in many
of the burgeoning suburbs of north-
ern Virginia and Hampton Roads,
the state’s two most populous re-
gions. Prince William, once a rural
outpost of older, ex-military whites,
is rapidly becoming an affluent
Washington suburb of young fami-
lies, Hispanics and Asians who are
more open to Democratic policies.

Karen Krivo, a 41-year-old
mother of two from the town of Hay-
market, is part of the change. A reg-
istered Republican, she says she will
vote for Sen. Obama in support of
his economic proposals. Ms. Krivo
began volunteering in the Obama
campaign’s Manassas office in Sep-
tember. “I identify with the conser-
vative values of the Republican
Party, but I can admit that my par-
ty’s policies have gotten us here,”
Ms. Krivo says. “I was let down.”

Now Republicans are rushing to
fill the breach in Virginia. The
McCain campaign recently opened
12 new offices across the state and

quickly announced Monday’s
McCain-Palin visit after cries of ne-
glect came from state party leaders.
The campaign says the trip already
had been planned but not publi-
cized. As the national campaign
stepped up its direct criticism of
Sen. Obama, including a new televi-
sion ad linking him to William Ay-
ers—a former member of the
Weather Underground, a 1960s-era
radical group that claimed responsi-
bility for bombings of the Pentagon
and U.S. Capitol—local surrogates
in Virginia unleashed more-shrill at-
tacks.

A southwest Virginia newspaper
published a column late last month
written by the chairman of Sen.
McCain’s Buchanan County cam-
paign that was laced with racially
tinged wisecracks: suggesting an
Obama administration would re-
spond to a terrorist threat by learn-
ing to speak Arabic, “raise taxes to
pay for free drugs for Obama’s inner-
city political base” and replace the
50 stars on the U.S. flag with the Is-
lamic symbol of a star and crescent.

At a rally in Minnesota on Friday,
Sen. McCain urged supporters to
tone down some of the personal at-
tacks on Sen. Obama—especially
those suggesting he is an Arab or
Muslim terrorist. McCain spokes-
woman Gail Gitcho said the inci-
dents in Virginia weren’t condoned
by the campaign, which has severed
ties with the supporter who wrote
the newspaper column. “We came
out very strongly against that,” Ms.
Gitcho said. “Race should have no
role in politics.” Ms. Gitcho says the
author of the column was an unpaid
campaign worker who has resigned
his position. He wasn’t available for
comment.

The political fundamentals in Vir-
ginia are also tightening contests in
other southern states, such as North
Carolina, Florida and Georgia.

n In North Carolina, Sen. Obama
had surged five points during the
past month and overtaken Sen.
McCain as of Oct. 6, according to an
average of polls compiled by Real-
Clear Politics, whose Web site aggre-
gates poll findings. Another poll
showed Gov. Palin’s approval rat-
ings in the state plummeting 11
points during the past three weeks.
Newly registered Democrats in the
state outnumber Republican regis-
trants by 6-to-1. Blacks and Hispan-
ics made up half of the nearly
400,000 new voters.

During the week ended Oct. 4,
Sen. Obama spent $1.2 million on
North Carolina advertising, while
Sen. McCain’s campaign spent
$148,000, according to the Wiscon-
sin Advertising Project, which
tracks political media buys around
the U.S.

n In Florida, a RealClear Politics
average of major nonpartisan polls
shows Sen. Obama has overtaken
Sen. McCain in the past three weeks,
for a 48.7% to 44.9% edge. The
Obama campaign targeted 100,000
eligible blacks for registration, and
Democratic registrations have more
than doubled those of Republicans.

n In early balloting in Georgia,
African-Americans made up 39% of
more than 369,000 voters, despite
constituting only 29% of the elector-
ate. Partly powered by African-
American votes, Jim Martin, the
once long-shot Democratic chal-
lenger to Republican Sen. Saxby
Chambliss, has pulled from 15
points behind to a dead heat in re-
cent polling. Sen. Obama himself
has closed Sen. McCain’s double-
digit lead in Georgia to seven points.
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curitized products and mortgages.
Already, with the MUFG invest-
ment, Morgan Stanley has brought
its ratio of leveraged bets to $20 for
every dollar it has in equity. That’s
down from $32 a year ago.

The deal’s structure gives MUFG
a 21% stake in the company through
convertible and perpetual preferred
shares that pay a 10% dividend. That
adds up to $900 million in new divi-
dends for Morgan Stanley to pay an-
nually to MUFG, which could dent fu-
ture earnings.

Morgan Stanley had been scram-
bling to finish the MUFG investment
amid a downward spiral of confi-
dence, in which some investors were
afraid the firm wouldn’t survive if it
couldn’t close the deal. The two sides
renegotiated some details of the deal
overthe weekendto reflect thatMor-
gan Stanley shares had dropped be-
low $10 from about $25 when the
deal was announced on Sept. 29.

Morgan Stanley has argued thatit
is strong enough to survive and that
its leverage has been brought down
significantly, even before the MUFG
investment. But with the stock fall-
ingsharplybeforethisweek,thecapi-
tal injection was viewed as crucial in
turning around the stock price. Mr.
Mack also said that the firm’s 8,500
brokers were especially happy to see
the show of support. “It’s all built on
confidence,” he said.

Indeed, the firm was so eager to
get the deal completed that it
moved up its timeline by a day to
close the deal on Monday, a bank hol-
iday, instead of Tuesday, as planned.
To execute the deal on Columbus
Day, MUFG early Monday had a
check delivered to Morgan Stanley’s
headquarters in New York, rather
than wiring the money, as would nor-
mally be the case, people familiar
with the matter said.

Now Mr. Mack can turn back to
expanding his business in a tough
environment. The environment for
deals has slowed down, the stock
market has fallen sharply this year,
despite Monday’s gains, and the re-
duction in borrowed money will
make big profits harder to achieve
for many banks, including Morgan
Stanley.

To make up for lost business, Mr.
Mack plans to build up his firm’s de-
posits, either through small acquisi-
tions or possible joint ventures with
MUFG, which is in discussions with
Morgan Stanley about extending its
relationship with a credit facility
that could further boost Morgan
Stanley’s balance sheet. Mr. Mack
says that both firms are “ready to
move at a fast pace,” after initially
saying last month that it would
move slowly on the joint venture.

Late last year, it became clear
that Morgan and other banks would
need capital to shore up their bal-

ance sheets, when trading losses
and a sharp decline in the housing
market forced many firms to write
down the value of their assets.
While Morgan Stanley has reduced
its exposure to the hardest-hit
parts of the mortgage market, it
still has exposure to other economi-
cally sensitive sectors such as com-
mercial real estate and high-yield
loans to companies.

MUFG has been expanding its
U.S. business, including the recent
purchase of UnionBanCal Corp., a
California bank that someday could
fit into Morgan Stanley’s own bank-
ing plans in the U.S. The lender, Ja-
pan’s largest, and the second-larg-
est bank globally by deposits, be-
hind HSBC Holdings PLC, was the re-
sult of a 2005 merger between Mit-
subishi Tokyo Financial Group and
UFJ Holdings.

MUFG had grown nervous about
completing a deal over the weekend,
unless the U.S. government gave as-
surances that MUFG’s investment
wouldn’t be wiped out by a future
possibleinvestment in Morgan Stan-
ley by the U.S. government, a person
familiar with the matter said. U.S.
and Japanese government officials
were involved in the talks to soothe
those concerns, in part through a
plan that would let the U.S. govern-
ment buy up shares in companies
only in a way that didn’t wipe out the
rights of previous big investors.

Morgan Stanley and MUFG have
identified other areas for collabora-
tion, including corporate and invest-
ment banking, certain areas of retail
banking and asset management, as
well as corporate lending and
project related loans. MUFG will
send one representative to sit on
Morgan Stanley’s board.

Morgan Stanley has been scram-
bling since its third-quarter earn-
ings, released Sept. 16, failed to
calm investors’ nerves that it
needed to sell off assets or raise
more capital. The 73-year-old invest-
ment bank, formed by onetime J.P.
Morgan & Co. partners after Depres-
sion-era legislation split commer-
cial banking from investment bank-
ing, was forced to once again to re-
turn to its lending roots.

“We’re in a much stronger posi-
tion” after the deal, Mr. Mack said.
“We have the firepower with the
Mitsubishi relationship to go
through almost anything that’s
thrown at us.”

He complimented Mitsubishi
management for sticking with the
investment despite heavy outside
pressure to walk away until the fi-
nancial crisis in the U.S. abated.
“It’s not just a trade; it’s a strate-
gic relationship,” he said. “They’re
honorable and smart and they see
good value.”
 —Alison Tudor

contributed to this article.
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Head of U.S. rescue effort cites progress
Selection of officials,
advisers helps set
program in motion
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Vaulting overseas
More American financial
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jobs abroad > Page 32

THE FINANCIAL CRISIS

By Jessica Holzer

The interim head of the U.S. gov-
ernment’s $700 billion rescue de-
tailed efforts to set the program in
motion quickly, including officials
who will help lead it and outside
advisers.

Interim Assistant Secretary for
Financial Stability Neel Kashkari
told an international banking group
that the Treasury Department
tapped law firm Simpson Thacher
& Bartlett LLP to provide advice on
taking equity stakes in banks.

The Treasury is also moving for-
ward with its authority to buy illiq-
uid assets from financial institu-
tions, Mr. Kashkari said, choosing
consultancy Ennis Knupp to help se-
lect asset managers for the program.

“A program as large and complex
as this would normally take
months—or even years—to estab-
lish,” Mr. Kashkari said. “We don’t
have months or years.”

The public remarks were Mr.
Kashkari’s first since he was tapped
by Treasury Secretary Henry Paul-
son to head the $700 billion pro-
gram. A 35-year-old former Goldman
Sachs Group Inc. investment banker,
he was chosen last week to head the
new Office of Financial Stability.

Mr. Kashkari indicated there was
ample private-sector interest in as-
sisting with the asset-purchase pro-
gram. More than 200 firms have ap-
plied to manage securities or whole
loans under the program, he said.
The winning vendors will be chosen
in the next few days.

Meanwhile, Treasury narrowed
its choice of firms to serve as custo-
dian to 10 from 70, and will make a
decision within the next day.

Mr. Kashkari said Treasury was
moving to recruit a permanent
team, as well as interim personnel,
to oversee the program.

Tom Bloom, chief financial of-
ficer of the U.S. Comptroller of the
Currency, will serve as interim chief
financial officer. Jonathan Fiechter,
deputy director of the International
Monetary Fund’s Monetary and Cap-
ital Markets Department, will serve
as interim chief risk officer.

Donna Gambrell, who served as
the Federal Deposit Insurance
Corp.’s deputy director of consumer
protection and community affairs,
will serve as interim chief of home-
ownership preservation.

Don Hammond, a Federal Re-
serve deputy director and former as-
sistant secretary at the Treasury De-
partment, will serve as interim chief
compliance officer. And Reuben Jef-

frey, undersecretary of state for eco-
nomic affairs and former chairman
of the Commodity Futures Trading
Commission, will be interim chief in-
vestment officer.

Treasury said early last week
that it was seeking bids to help run
the asset-purchase program, giving
firms just 48 hours to apply.

Mr. Kashkari said Treasury was
only considering asset managers
with $100 billion of dollar-denomi-
nated fixed-income assets under
management to avoid adding risk to
the taxpayers.

“It would not be fiscally prudent
to ask a firm that only had experi-
ence managing a few billion to man-
age $100 billion,” he said.

Vendors, however, will be evalu-
ated on their capacity to work with
small businesses—as well as those
owned by veterans, minorities and
women—as subcontractors, Mr.

Kashkari said.
Since the enactment of the $700

billion plan a little over a week ago,
the idea of buying stakes in banks to
shore up their capital has quickly
gained traction.

Although the Bush administra-
tion pitched the rescue plan to law-
makers and the public as a way to un-
clog the financial system of its rot-
ten mortgage assets, it has now em-
braced the approach of taking eq-
uity stakes in banks. Mr. Paulson
and Mr. Kashkari argue that they
have authority to do so under the
plan.

“Treasury worked hard with Con-
gress to build in this flexibility, be-
cause the one constant throughout
the credit crisis has been its unpre-
dictability,” Mr. Kashkari said.

He said regulators were helping
Treasury “to identify the quickest
and most efficient method to pur-

chase equity in financial institu-
tions so they can resume lending.”

Mr. Paulson was expected to
meet with top U.S. bank officials
Monday afternoon to discuss as-
pects of the plan.

Mr. Kashkari echoed remarks
made by Mr. Paulson Friday, saying
that the program to purchase equity
would be standardized, voluntary
and designed to reach a “broad ar-
ray” of healthy financial institu-
tions. “It will also encourage firms
to raise new private capital to com-
plement public capital,” Mr. Kash-
kari said.

No formal request for bids was
posted by Treasury to oversee such
an effort. According to Mr. Kash-
kari, the Treasury asked six special-
ist law firms to advise on the equity
stakes and received two proposals.
It selected Simpson Thacher on Fri-
day but didn’t make the announce-

ment until Monday.
The Treasury also asked six

firms to apply to help in choosing as-
set managers. Ennis Knupp was se-
lected from three firms that submit-
ted proposals.

Mr. Kashkari said Treasury has
created seven policy teams to over-
see aspects of the $700 billion res-
cue. They include teams to imple-
ment purchasing programs for mort-
gage-backed securities and whole
loans, as well as a program to insure
financial firms’ toxic assets. Other
teams will oversee efforts to help
homeowners stay in their homes, de-
sign executive-pay requirements
for firms that participate in the pro-
gram and run compliance.

Mr. Kashkari said Treasury on
Friday began to solicit public com-
ments on how to structure the insur-
ance program. Ideas will need to be
submitted within 14 days, he said.
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n Guarantee banks’ new 
debt issues up to Œ100 
billion in 2008 
n Set up preventive 
facility to inject new 
capital into banks if
needed until end of 2009
n Established Œ30 billion 
to Œ50 billion fund to buy 
“high quality” bank assets

n Guarantee up to Œ400 
billion of banks' debts to 
other banks, setting
aside Œ20 billion to cover 
potential losses 

n Inject up to Œ80 billion 
into banks, in return for 
stakes and changes to 
boardroom pay and 
business strategies 

n Measures to 
recapitalize banks and 
guarantee bond issues
will be applied on a 
case-by-case basis 

n State guarantee
extended to Œ320 billion
of senior bank debt to 
help rekindle credit 
markets

n Creation of state 
company with up to Œ40 
billion in capital to 
recapitalize or bail out
banks

n Guarantee of £250 
billion of bank debt 
n Capital injection of
£37 billion total into 
Royal Bank of Scotland 
Group, HBOS and
Lloyds TSB Group

Bailout plans
On Monday, European
governments joined
others world-wide
in stepping in to calm
the financial crisis
sweeping the globe
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“Today we have 
established a first 
building block for new 
financial-market 
conditions”
— Angela Merkel, German chancellor
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How Britain’s bailout, now a model, came together

Europe ponders how it will pay

REUTERS NEWS SERVICE

Abbott Laboratories, whose
shares have been near their lowest
point in almost two years, said its
board had authorized a program to
repurchase up to $5 billion of the
company’s common stock.

The buyback announcement on
Monday from the diversified health-
care manufacturer follows large re-
purchases announced in recent
weeks by Microsoft Corp., Hewlett-
Packard Co. and Nike Inc.

Market declines stemming from
the broad credit crisis have slashed
valuations. Share buybacks have tra-
ditionally provided a way for compa-
nies to support share prices and
show confidence in their prospects.

Abbott’s share repurchase autho-
rization has no time limit and may be
discontinued at any time, the com-
pany said.

The Chicago-area company,
which reports third-quarter earn-
ings on Wednesday, bought back
more than $1 billion in stock last
year and will roll about $400 mil-
lion left in a previous repurchase
program into the new one, spokes-
woman Melissa Brotz said.

Each major U.S. drug stock, in-
cluding Abbott, hit its lowest price in
at least a year on Friday.

Microsoft said last month it
plans to buy back up to $40 billion of
its stock over the next five years,
while H-P plans to repurchase up to
$8 billion of its stock and Nike an-
nounced a $5 billion share-buyback
program.

Abbott will join
others in parade
of stock buybacks

grow and credit ratings fall as they
are forced to pay up on guarantees.
That, in turn, could boost govern-
ments’ cost of borrowing, discour-
age private investment and put the
brakes on economic growth.

“It’s incredibly risky,” said Si-
mon Johnson, a professor at MIT
and former chief economist of the In-
ternational Monetary Fund. “You
don’t really know the losses that
these [banks] are going to have.”

So far, the U.K. and Germany
have put forth the most ambitious
bailout plans. The U.K. is planning to
issue some £37 billion ($63.1 billion)
in new government debt to pay for
purchases of the common and pre-
ferred shares of three banks: Royal
Bank of Scotland Group PLC and
the soon-to-be-merged Lloyds TSB
and HBOS PLC. If private investors
don’t take part in the banks’ share is-
sues, the government will likely end
up with a 60% stake in RBS for £20
billion and a 40% stake in the com-
bined Lloyds-HBOS for £17 billion.
The U.K. will also guarantee some
£250 billion in bank debts with matu-
rities of up to three years. The guar-
antees extend to the vast and frozen
market for interbank lending, or
short-term loans among banks, a
Treasury spokeswoman said.

Germany plans to borrow as
much as Œ80 billion ($107.3 billion)
to buy stakes in banks and provide
an additional Œ400 billion in debt
guarantees. The government didn’t
identify any targets for capital injec-
tions, but people familiar with the
matter said officials have concerns
about several of the country’s state-
sector Landesbanken, or regional
lenders. Several of these, such as
Westdeutsche Landesbank and Bay-

erische Landesbank, have suffered
heavy writedowns on U.S. subprime-
related securities since mid-2007. A
spokeswoman for BayernLB said
the bank needs capital but would
have to study the details of Germa-
ny’s plan. A spokesman for WestLB
declined to comment.

The French government said it
would inject as much as Œ40 billion
into its banks and guarantee a total of
Œ320 billion in bank debt. The govern-
ment’s first move will be to inject Œ1
billion into Dexia SA, the municipal
lender that the French and Belgian
governments have agreed to bail out.

Meanwhile, the Spanish govern-
ment approved plans to guarantee
as much as Œ100 billion in bank debt
and set up a mechanism to inject
fresh capital into Spanish banks,
though it said none needed the facil-
ity at present. Italy also announced
an unlimited plan to guarantee bank
debt, but a finance ministry spokes-
woman said the government
doesn’t expect any banks to tap it in
the near future.

Global investors issued a vote of
confidence in the plans Monday,
pushing European stocks sharply up-
ward. The Dow Jones Stoxx 600 in-
dex, which tracks European shares,
closed up 9.9%. And in one early sign
that the measures might be work-
ing, short-term interest rates fell
slightly as banks became a bit more
comfortable about lending to one an-
other. The three-month dollar Lon-
don interbank offered rate, a bench-
mark that is meant to reflect banks’
borrowing costs, fell to 4.7525%
Monday from 4.81875% Friday. The
three-month Sterling rate fell to
5.60% from 5.8125% Friday.

But the cost of insuring against
debt defaults rose for a number of Eu-

ropean countries, reflecting rising
concerns about how the plans will af-
fect governments’ finances. The cost
of insuring against a default on £10
million in U.K. government debt for
five years, for example, rose Monday
to £47,000 annually, from £41,000
Friday. The cost of five-year default
insurance on Œ10 million in German
debt jumped to Œ27,000 Monday
from Œ23,000 Friday. A higher cost
of default insurance translates into
higher borrowing costs for govern-
ments, and more budget money
spent on paying interest.

“You cannot issue this amount of
debt in a short amount of time with-
out having to” pay more for it, said
Stuart Thomson, a fixed-income-
fund manager and economist at Reso-
lution Asset Management in Glasgow.

For the most part, Europe’s
larger governments are in a posi-
tion to absorb even extreme bank
losses. In Germany, a theoretical
loss of all of the Œ480 billion in capi-
tal injections and guarantees would
raise the country’s net national debt
to around 75% of gross domestic
product, from around 56% now. “For
Germany, it would probably be man-
ageable,” said Daniel Gros, director
of the Center for European Policy
Studies, a Brussels think tank.

Other countries whose public
debts already exceed 100% of GDP,
such as Italy, might have bigger prob-
lems coping with such losses, Mr.
Gros said. Smaller countries that are
home to large banks could also face
difficulties. Switzerland, for exam-
ple, is home to one of Europe’s larg-
est banks, UBS AG, which has al-
ready suffered some $42 billion in
write-downs on bad investments.

Banks that participate in the
plans won’t get a free ride. Govern-

ments intend to charge participat-
ing banks for the guarantees, and
will also have a say in dividend poli-
cies and executive pay. Germany, for
example, will charge a fee of at least
2% annually of the amount guaran-
teed. The U.K. will charge 0.50%
plus the cost of default insurance on
a bank’s debt. Executive heads are
also likely to roll. On Monday, RBS
confirmed that Fred Goodwin, the
bank’s chief executive for the past
eight years, would be succeeded by
Stephen Hester, most recently chief
executive of real estate trust British
Land Company PLC.

Monday, the EU’s antitrust author-
ity said it will speed approval of aid

packages to banks. Normally, EU
rules tightly restrict how national
governments can aid countries. In
new guidelines that reflect the sever-
ity of the financial crisis, the Euro-
pean Commission said it will approve
measures that allow banks to partici-
pate regardless of nationality and
that are limited in time and scope.

Monday, the commission signed
off on on the U.K.’s bailout plan and
a new Irish plan that allows foreign
banks to take part.
 —Neil Shah and Alistair MacDonald

in London, Davide Berretta in
Brussels, Stacy Meichtry in Rome

and Thomas Catan in Madrid
contributed to this article.
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national Monetary Fund—to de-
scribe the steps he envisions lead-
ing.

“Around us we must build a new
Bretton Woods—a new financial ar-
chitecture for the years ahead,” Mr.
Brown said. “With the same courage
and foresight of their founders, we
must now reform the international
financial system.”

Backing the two men, behind the
scenes, a coterie of government lieu-
tenants formulated the plan, with a
roster of investment banks includ-
ing UBS AG and the London firm J.P.
Morgan Cazenove advising the gov-
ernment.

Despite the government’s opti-
mistic tone, it is far from clear
whether the effort, part of a coordi-
nated wave of European and U.S.
government interventions, will be
enough to stem the financial crisis.
Bankers and regulators in recent
months have celebrated various res-
cue measures, and then watched
stocks fall and bank-borrowing
rates soar.

Still, in a promising glimmer, Bar-
clays PLC President Robert E. Dia-
mond Jr. said he checked in around
9 a.m. on Monday with a Barclays
desk that oversees money markets,
a corner of finance that has been fro-
zen in recent weeks. The govern-
ment moves now are expected to
free up bank lending. “It was almost
a collective sigh of relief,” he says
one trader told him.

Such signs may save Mr. Dar-
ling’s job. The Treasury chief lost
credibility among city bankers after
the bank run on mortgage lender
Northern Rock last year and with

his moves to increase taxes on some
foreign residents, called non-domi-
ciles. As the credit crisis deepened
in recent months, the choice of Mr.
Darling to succeed Mr. Brown as
chancellor of the exchequer ap-
peared to some observers be too
much for the Scottish lawyer and La-
bour politician, who had served in
roles such as transport secretary.
Mr. Darling is a reserved man who
has said he is happiest in his house
in the Isle of Lewis, an isolated and
empty island at the very edges of
northwest Scotland.

Close advisers to Messrs. Dar-
ling and Brown were assigned to
work on the bailout plan after North-
ern Rock was nationalized earlier
this year. Among the main figures
was Paul Myners, a former N.M.
Rothschild & Sons banker recently
named by Mr. Brown as minister of
the City, representing the U.K.’s fi-
nancial services industry. Shriti Vad-
era, a former UBS mergers and ac-
quisitions banker and currently a
business minister, also joined the
Treasury to work on the plan, peo-
ple familiar with the matter said.
Also in the room were Tom Scholar,
a key Treasury official, and John
Kingman, a Treasury official who
oversees public spending.

The U.K. plan began coming to-
gether after Ireland took the extraor-
dinary step on Sept. 30 of guarantee-
ing all bank deposits, people famil-
iar with the matter said. The move
put the U.K. at a potential disadvan-
tage because of concerns that Brit-
ish deposits would flow into Irish
banks.

Over the next several days, the
U.K. Treasury and adviser UBS be-

gan mapping out a tentative bailout
plan. From the start, the group
knew a full-scale deposit guarantee
would be too expensive. J.P. Morgan
Cazenove soon was brought into the
fold.

On the evening of Monday, Oct.
6, several bank chief executives gath-
ered in Mr. Darling’s office. Some ex-
pected the Treasury to present its
plan. Instead, Mr. Darling spoke
more generally about potential solu-
tions to the crisis, frustrating some
of the banks, people familiar with
the matter said. Barclays CEO John
Varley told Mr. Darling he needed to
move fast and come out with a plan
for the banks, these people said.

The Treasury felt it couldn’t go
into specific details about the plan
because it would involve giving out
commercially sensitive details on
banks as their peers sat in the same
room, a person familiar with the
matter said.

The next morning, bank stocks in
London plunged. Mr. Darling was en
route to Luxembourg for a meeting
of European finance ministers. By
the end of the day, RBS shares had
fallen 39%; Barclays was down 9.2%.
Mr. Darling cut short his trip, re-
turned to London to meet with Mr.
Brown that afternoon.

At the start of a frenzied night of
meetings on Tuesday, Oct. 7, Trea-
sury officials met with RBS CEO
Fred Goodwin and Chief Financial
Officer Guy Whittaker at 8. That
was followed by a meeting with
Lloyds TSB Group PLC CEO Eric
Daniels a half hour later.

The government proposed pump-
ing capital into the banks by buying
preferred shares. According to a per-

son familiar with the matter, the
bank chiefs expressed concern over
the limitations of preferred-share in-
vestments in absorbing banks’
losses. At a pivotal meeting later on
in Mr. Darling’s office, Mr. Goodwin,
Barclays’ Mr. Varley, HBOS PLC CEO
Andy Hornby and Mr. Daniels hud-
dled with government officials and
their advisers.

Drinking tea and eating cookies
nearby were bankers from J.P. Mor-
gan Cazenove, including David May-
hew, the firm’s longtime chief, and
his top executive, Naguib Kheraj, a
former Barclays banker. Joining
them were bankers from UBS, in-
cluding David Soanes and Robin
Budenberg.

By the next morning, Messrs.
Brown and Darling announced the
broad outlines of their plan.

The Treasury hired Credit
Suisse Group and Deutsche Bank
AG to implement it. UBS switched to
working for RBS and Lloyds on their
capital raising.

By Friday, though, bank stocks
were falling again, sending Mr. Dar-
ling and his advisers back to the ta-
ble. On Saturday night, Messrs.
Brown and Darling got an update:
RBS—the U.K.’s second-biggest
bank after HSBC Holdings PLC—
needed immediate help. On Sunday,
the Financial Services Authority,
the U.K.’s markets regulator,
combed through each of the bank’s
balance sheets to stress-test the
banks against the worst possible
economic-downturn scenarios.

By 9 p.m. Sunday, the rescue plan
for RBS was essentially done.

On Monday morning, the banks
rolled out their capital plans.

Continued from first page
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Once-sheltered Latin America faces the music

Source: Morgan Stanley
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Act swiftly and other wisdom from Mexico
Nation’s recovery
after peso collapse
offers lessons to U.S.

By John Lyons

SÃO PAULO—In recent weeks,
Latin American leaders could be
heard proclaiming their region safe
from the global financial crisis.

“If the crisis gets here, its going
to be a ripple,” President Luiz Inácio
Lula da Silva of Brazil, the region’s
biggest economy, said on Oct. 5.

After a brutal week, the ripple is
starting to look more like a tsunami.
Brazil’s stock market has fallen
40.9% in the past three month and
its currency has suffered its deepest
declines since the nation’s 1999 eco-
nomic meltdown as investors
cashed out. Mexico burned through
about 10% of its international re-
serves last week trying to slow a sud-
den drop in the peso. The currency’s
fall forced the nation’s oldest retail
chain into bankruptcy proceedings
and blew holes in the balance sheets
of other blue chips, such as cement
giant Cemex SAB.

Private economists now say the
global credit freeze, a possible reces-
sion in the U.S. and commodity-
price declines will take a heavy toll
on the resource-rich region. Several
research houses cut next year’s re-
gional growth forecast to around
1.5% from around 3.5%.

“It’s a global implosion that is
carrying everyone and everything

in its wake,” says Damian Fraser, the
head of Latin American equity re-
search at UBS Pactual in Mexico
City.

If Mr. da Silva and others sound
like they are in a state of denial, it
may be because Latin America has
benefited more than any other re-
gion from a commodities boom that
fueled steady growth, strengthened
currencies and pushed interna-
tional reserves to record levels.

The boom fostered broad opti-
mism that a region once synony-
mous with currency crashes and
debt defaults had matured. Until
last month, some U.S. equity ana-
lysts were still telling clients that
Latin America would be a “safe ha-
ven” amid global turmoil, investors
say.

To be sure, Latin America is bet-
ter suited to weather a downturn
than it has been at any time in re-
cent memory. Unlike at the outset of
past global downturns, most of
Latin America’s economies are run-
ning surpluses that will protect
against the sovereign debt defaults
that devastated the region in the
past. What’s more, banks in Mexico
and elsewhere, burned by risky bets
in the past, largely stayed away
from securities backed by risky U.S.
mortgages and now boast healthy
balance sheets.

Some will be hit harder than oth-
ers, experts say. Argentina was
struggling to stave off a debt default
even before the global crisis got un-
der way. Now, its prospects are even
dimmer. In Venezuela, President
Hugo Chávez will likely be forced to
devalue the currency as oil prices
drop; that could fuel inflation and
political tensions.

It is hard to understate how
much the game has changed even

for the region’s most stable econo-
mies. The investment-grade rated
economies of Brazil, Mexico and
Chile have marketed themselves to
foreign investors as safe destina-
tions for long-term investments.
Mexico, for example, sold 30-year
fixed-rate bonds in recent years.
Many of these investors were wiped
out by the recent currency crashes.
That will make it more expensive for
Latin companies and governments
to get such financing in the future.

The reduction of economic-
growth forecasts by private econo-
mists suggests much of the region’s
robust economic growth was re-
lated to soaring commodity prices.
Unless commodity prices climb
again, the region’s economic sur-
pluses may turn into deficits. That
will force policy makers to make
tough decisions between cutting
spending, raising taxes or letting
currencies weaken further.

It’s far from clear how much dam-
age the currency declines will do to
big Latin companies that were bet-
ting on currency moves in the deriv-
atives market. Already, big firms
such as Brazilian pulp company
Aracruz Celulose and Mexican re-
tail giant Controladora Comercial
Mexicana SAB, known as Comerci,
have announced big losses. More
could be in the offing.

Learning from the ‘Tequila Crisis’
Mexico’s handling of its financial crisis in the 1990s may offer guidance for U.S. 
regulators crafting the current bailout plan
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THE FINANCIAL CRISIS

By David Luhnow

MEXICO CITY—Talk about your
role reversals. In the past few
weeks, officials at the U.S. Federal
Reserve have discussed the unfold-
ing crisis with at least one central
banker from a developing nation
who witnessed his own country’s fi-
nancial system implode: Mexico’s
Guillermo Ortiz.

The Stanford graduate was Mexi-
co’s finance minister during the
country’s 1994-95 peso collapse,

which led to a mas-
sive government
bank bailout and
Mexico’s biggest
economic slump

since the Great Depression. The so-
called Tequila Crisis, named after
Mexico’s national drink, is today
seen as the first financial crisis of
the globalized economy. The U.S.
put together a massive credit line
that helped Mexico emerge from
the crisis and grow prosperous in
its wake.

Last week, before the start of
the International Monetary Fund’s
annual meeting, the Mexican cen-
tral banker, who steered his nation
to recovery in those dark days, met
with Fed Chairman Ben Bernanke.
Mr. Ortiz had previously met with
some Fed officials in mid-Septem-
ber.

Mr. Ortiz declined to discuss de-
tails of the discussions, but the fact
that officials in Washington are talk-
ing to foreign officials such as Mr.
Ortiz suggests they are open to
learning from other countries’ expe-
riences—even as the current crisis
roils those very nations. Mexico, for
its part, has had to spend about a
tenth of its foreign exchange re-

serves defending the peso, and the
cost of credit is soaring for Mexican
companies, as it is for so many oth-
ers.

Nonetheless, many of the les-
sons of the Tequila Crisis and oth-
ers like it apply to the U.S.

Among the most important:
Don’t be ruled by ideology—stay
flexible and act decisively. Help
those with mortgages they can’t
pay. Take stakes in troubled banks.
Don’t expect to turn a profit on gov-
ernment investment.

“Do whatever it takes to restore
confidence,” Mr. Ortiz said in an in-
terview. “Once you lose it, it’s very
difficult to get it back.”

In today’s globalized financial
markets, once trust is blown, the
markets will often overreact and
the crisis will spin out of control. As
a result, policy makers may need to
take steps they never imagined tak-
ing. The longer they wait, the worse
the pain. We are already learning
this lesson the hard way.

In nearly all financial crises, the
government usually reacts too
slowly at first. In the case of the
U.S., the Federal Reserve and Trea-
sury tried to put out each fire as it
flared, first bailing out Bear
Stearns Cos., then insurance giant
American International Group Inc.,
then lender Washington Mutual
Inc.

At some point, an event happens
that causes the market to lose confi-
dence. In Mexico, it was a failed at-
tempt by the central bank to gradu-
ally devalue the peso, a move that
destroyed the bank’s credibility. In
the U.S., it may have been letting
Lehman Brothers Holdings Inc. fail,
a move that created uncertainty
among investors as to which finan-
cial institutions would be saved and
which wouldn’t.

Since then, authorities in both
the U.S. and Europe have been
scrambling to catch up to the crisis.
“Despite all of the measures that
have been taken, the authorities are

now behind the curve,” Mr. Ortiz
said in remarks Sunday to the Insti-
tute of International Finance in
Washington. “It’s better to err on
the side of doing too much rather
than doing too little.”

In the end, Mexico acted directly
to tackle the underlying problem of
bad debt by launching a program to
restructure mortgages, with banks,
borrowers and the government all
sharing loses.

The key to a mortgage restruc-
turing: “Keep it simple,” says Vice-
nte Corta, who led Mexico’s bank
bailout program for several years.
“We tried fancy schemes that didn’t
work. We ended up saying, ‘OK, you
pay half your mortgage, and we’ll
pick up the other half.’ ”

Mexico’s bank bailout itself
didn’t ward off a major economic re-
cession, although the country was
also dealing with a currency crash.
But within a few years, Mexican
banks were healthy and the econ-
omy was growing again.

What lasted longer was political
bitterness linked to the bailout,
which was seen as having helped
rich bankers at taxpayers’ expense.

The Mexican and U.S. bank res-
cue plans have both involved the

government taking bad loans from
bank books in order to get credit
flowing again. Much like Washing-
ton, the Mexican government ex-
pected to break even and possibly
make some money on the bad loans
that it purchased.

The reality: The government
lost money—lots of it. The bailout’s
final price of about $75 billion was
three times what the Mexican gov-
ernment expected. In other words,
the $700 billion U.S. rescue plan
could be just the beginning of the fi-
nal cost.

In Mexico’s bailout, banks were
required to recapitalize as a condi-
tion of selling bad loans to the gov-
ernment. In some cases, bank own-
ers put up new money. Banks that
couldn’t were forced to merge or
sell to a foreign bank, or were taken
over by the government.

In recent days, the U.S. govern-
ment has appeared to be moving to-
ward a major recapitalization pro-
gram, opening the door to the possi-
bility that the U.S. government
might take direct stakes in the
banks.

A government stake in banks
might help ease the inevitable polit-
ical fallout. Mexico learned—again,

the hard way—the importance of de-
signing a bailout that gives the gov-
ernment, and by extension the tax-
payers, some upside in an eventual
recovery. Consider the case of Ban-
amex, Mexico’s biggest bank.

Banamex’s owners recapitalized
the bank and sold billions of dollars
in bad loans to the government—
which didn’t take a stake in the
bank. Once healthy, the bank was
later sold to Citigroup for $12 bil-
lion, in a transaction in which Ban-
amex’s owners didn’t pay a dime in
taxes.

In Mexico, many voters felt be-
trayed by the bailout, which poi-
soned the political atmosphere for
years. It was one reason why a left-
wing populist candidate, Andrés
Manuel Lopez Obrador, nearly won
the presidency in 2006. Every year
at budget time, there are still de-
bates about spending so much
money on rescuing banks, versus
public schools.

Whoever wins the U.S. presiden-
tial election is bound to deal with
other political fallout as well. The
auto industry is already using the fi-
nancial bailout to win a big loan pro-
gram in Congress; expect other
troubled industries to line up for
rescues, too. And every time an in-
dustry gets bailed out, ordinary
workers and powerful unions will
expect help as well.
 —Jon Hilsenrath

contributed to this article.

By Shara Tibken

Auto-parts maker Lear Corp.
lowered its full-year profit and
sales outlook because of “rapidly”
declining North American vehicle
sales.

The company, a major supplier
to General Motors Corp., expects
2008 sales of $14 billion, down
from a previous estimate of $15 bil-
lion. Analysts were expecting sales
of $14.75 billion.

Lear also projected income be-
fore interest, taxes, restructuring
costs and other items will be 20%
below its July forecast of $550 mil-
lion to $600 million.

The maker of automotive seats
and electronics said declining auto
sales and production in North
America, as well as Europe, led to
its decreased forecast.

Suppliers are taking a hit as
auto makers pare down swollen in-
ventories and try to turn around
their North American operations.

Cost increases amid the eco-
nomic slowdown are also hitting
the suppliers’ bottom lines.

In July, Lear reported an 85%
drop in second-quarter net income
when demand from GM declined as
a result of a three-month strike at
American Axle & Manufacturing
Holdings Inc.

Lear’s stock has plunged 82% in
the past year. In afternoon trading
in New York Monday, shares of
Lear were down 15 cents, or 2.5%,
at $5.95.

Lear still expects to generate
positive free cash flow for the
year.

The company plans to update
its outlook when it releases its
third-quarter results on Oct. 30.

Lear cuts outlook
for its full year
as demand drops

THE
OUTLOOK
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History suggests the market’s abyss isn’t really here yet
wondering whether they fell asleep
only to emerge in the waking night-
mare of July 1932 all over again. The
only question worth asking seems
to be: How low can it go?

Make no mistake about it; the
worst-case scenario could indeed
take us back to 1932 territory. But
the likelihood of that scenario is
very much in doubt.

Robert Shiller, professor of fi-
nance at Yale University and chief
economist for MacroMarkets LLC,
tracks what he calls the “Graham
P/E,” a measure of market valuation
he adapted from an observation Gra-
ham made many years ago. The Gra-
ham P/E divides the price of major
U.S. stocks by their net earnings av-
eraged over the past 10 years, ad-
justed for inflation. After this
week’s bloodbath, the Standard &
Poor’s 500-stock index is priced at
15 times earnings by the Graham-
Shiller measure. That is a 25% de-
cline since Sept. 30 alone.

The Graham P/E hasn’t been this
low since January 1989; the long-
term average in Prof. Shiller’s data-
base, which goes back to 1881, is 16.3
times earnings.

But when the stock market
moves away from historical norms,
it tends to overshoot. The modern
low on the Graham P/E was 6.6 in
July and August of 1982, and it has

sunk below 10 for several long
stretches since World War II—most
recently, from 1977 through 1984. It
would take a bottom of about 600
on the S&P 500 to take the current
Graham P/E down to 10. That’s
roughly a 30% drop from last week’s
levels; an equivalent drop would
take the Dow below 6000.

Could the market really over-
shoot that far on the downside?
“That’s a serious possibility, be-
cause it’s done it before,” says Prof.
Shiller. “It strikes me that it might
go down a lot more” from current
levels.

In order to trade at a Graham P/E
as bad as the 1982 low, the S&P 500
would have to fall to roughly 400,
more than a 50% slide from where it

is today. A similar drop in the Dow
would hit bottom somewhere
around 4000.

Prof. Shiller isn’t actually pre-
dicting any such thing, of course.
“We’re dealing with fundamental
and profound uncertainties,” he
says. “We can’t quantify anything. I
really don’t want to make predic-
tions, so this is nothing but an intu-
ition.” But Prof. Shiller is hardly a
crank. In his book “Irrational Exu-
berance,” published at the very
crest of the Internet bubble in early
2000, he forecast the crash of Nas-

daq. The second edition of the book,
in 2005, insisted (at a time when
few other pundits took such a view)
that residential real estate was
wildly overvalued.

The professor’s reluctance to
make a formal forecast should steer
us all away from what we can’t possi-
bly know for certain—the future—
and toward the few things investors
can be confident about at this very
moment.

Strikingly, today’s conditions
bear quite a close resemblance to
what Graham described in the
abyss of the Great Depression. Re-
gardless of how much further it
might (or might not) drop, the
stock market now abounds with so
many bargains it’s hard to avoid

stepping on them. Out of 9,194
stocks tracked by Standard &
Poor’s Compustat research service,
3,518 are now trading at less than
eight times their earnings over the
past year—or at levels less than
half the long-term average valua-
tion of the stock market as a whole.
Nearly one in 10, or 876 stocks,
trade below the value of their per-
share holdings of cash—an even
greater proportion than Graham
found in 1932. Charles Schwab
Corp., to name one example, holds
$27.8 billion in cash and has a total
stock-market value of $21 billion.

Those numbers testify to the
wholesale destruction of the stock
market's faith in the future. And,
as Graham wrote in 1932, “In all
probability [the stock market] is
wrong, as it always has been
wrong in its major judgments of
the future.”

In fact, the market is probably
wrong again in its obsession over
whether this decline will turn into a
cataclysmic collapse. Eugene White,
an economics professor at Rutgers
University who is an expert on the
crash of 1929 and its aftermath,
thinks that the only real similarity
between today’s climate and the
Great Depression is that, once
again, “the market is moving on
fear, not facts.” As bumbling as its re-
sponse so far may seem, the govern-
ment’s actions in 2008 are “way dif-
ferent” from the hands-off mental-
ity of the Hoover administration
and the rigid detachment of the Fed-
eral Reserve in 1929 through 1932.
“Policy makers are making much
wiser decisions,” says Prof. White,
“and we are moving in the right di-
rection.”

Investors seem, above all, to be
in a state of shock, bludgeoned into
paralysis by the market’s astonish-
ing volatility. How is Theodore Aron-
son, partner at Aronson + Johnson +
Ortiz LP, a Philadelphia money man-
ager overseeing some $15 billion,
holding up in the bear market? “We
have 101 clients and almost as many
consultants representing them,” he
says, “and we’ve had virtually no
calls, only a handful.” Most of the fi-
nancial planners I have spoken with
around the country have told me
much the same thing: Their phones
are not ringing, and very few of
their clients have even asked for re-
assurance. The entire nation, it
seems, is in the grip of what psychol-
ogists call “the disposition effect,”
or an inability to confront financial
losses. The natural way to palliate
the pain of losing money is by refus-
ing to recognize exactly how badly
your portfolio has been damaged. A
few weeks ago, investors were gasp-
ing; now, en masse, they seem to
have gone numb.

The market’s latest frame of
mind seems reminiscent of a pas-

sage from Emily Dickinson’s poem
“After Great Pain a Formal Feeling
Comes”:

This is the Hour of Lead—
Remembered, if outlived,
As Freezing persons recollect the

Snow—
First—Chill—then Stupor—then

the letting go.

This collective stupor may very
likely be the last stage before many
investors finally let go—the phase
of market psychology that veteran

traders call “capitulation.” Stupor
prevents rash action, keeping many
long-term investors from bailing
out near the bottom. When, how-
ever, it breaks and many investors fi-
nally do let go, the market will fi-
nally be ready to rise again. No one
can spot capitulation before it sets
in. But it may not be far off now. In-
vestors who have, as Graham put it,
either the enterprise or the money
to invest now, somewhere near the
bottom, are likely to prevail over
those who wait for the bottom and
miss it.

Continued from page 31

A trader on the floor of the NYSE last Friday

A view of the New York Stock Exchange, taken by Berenice Abbott in 1933

A trader shouting orders on the floor of the New York Stock Exchange Oct. 19, 1987
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It took us 125 years to use
the first trillion barrels of oil.

We’ll use the next trillion in 30.

Energy will be one of the defining issues of this ce
ntury. One thing is clear:

the era of easy oil is ov
er. What we all do next will determ

ine how well we

meet the energy needs of the entire world in this century and beyond.

Demand is soaring like never before. A
s populations grow and economies

takeoff,millions in thedev
elopingworlda

reenjoyingthe
benefitsofa life

style

that requires inc
reasingamountsofenergy.

In fact, somesaythat in25y
ears the

worldwill consu
meabout 50%moreoil than it do

es today.At the
same time,

manyof theworld
’s oil andgas fie

lds arematuring.Andnew
energydiscover

ies

aremainly occurring i
n places where re

sources are diffi
cult to extract, physical

ly,

economically and even politically. When growing demandmeets tighter sup
plies,

the result is more competition for the same resources.

We can wait until a crisis forces us
to do something. Or we can commit to

working togeth
er, and start by asking the tough questions: How

do we

meet the energy needs of the developing world and those of industrialize
d

nations?What role will ren
ewables and alt

ernative energ
ies play?What is

thebestwaytop
rotectourenviro

nment?Howdoweaccelerate
ourconservatio

n

efforts?Whatever actions
we take, wemust look not just

to next year, bu
t to

the next 50 years.

At Chevron, we
believe that innovation

, collaboration
and conservation are

the cornerstones o
n which to build this new world. We cannot do this alone.

Corporations, g
overnments and every citizen of this planet m

ust be part of

the solution as surely as the
y are part of th

e problem. We call upon scientists

and educators, poli
ticians and policy-makers, environm

entalists, leade
rs of

industry and each one of you to be part of reshapi
ng the next era of energy.

So why should you care?

CHEVRON is a registered trademark of Chevron Intellectual Property LLC. The CHEVRON HALLMARK and HUMAN ENERGY are trademarks of Chevron Intellectual Property LLC. ©2008 Chevron Corporation. All rights reserved.
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More Americans vault overseas to search for jobs
Asia, Europe attract
financial pros as woes
in the U.S. take a toll

By Dana Mattioli

The Wall Street meltdown has al-
ready left tens of thousands of Amer-
ican financial professionals unem-
ployed, and thousands more may
face the same fate. The crisis, a
weak economy and increased com-
petition for available jobs are send-
ing some professionals running for
the border.

Executive recruiters say more
professionals, especially those in fi-
nance, have been inquiring about op-
portunities outside the U.S. in the
past few months. Some undergradu-
ate finance and M.B.A. students are
refocusing their job searches from
Wall Street to overseas. And it’s not
just the typical globetrotter—the
young and unattached—looking for
work outside the U.S. In a number of
cases, people with families say they
are willing to uproot the entire clan
for the sake of job stability.

Recent surveys from executive-
search firm Korn/Ferry Interna-
tional add to the idea. One found
that 53% of 438 respondents believe

the best job opportunities are in de-
veloping economies such as Brazil,
Russia, India and China. Another
showed 20% of 718 respondents
said they would be more likely to ac-
cept an overseas work assignment
now, in an economic downturn, than
in a stable economy.

Although non-U.S. markets are
suffering as a result of the spreading
credit crisis, the financial job market
elsewhere hasn’t been damaged as
severely as it has been in New York
and other U.S. financial hubs. Ameri-
can employers cut 159,000 jobs in
September alone, and that figure
doesn’t take into account the newest
wave of job losses on Wall Street.

Recruiters say that although
many major markets are facing simi-
lar fates to the U.S., job opportuni-
ties for finance professionals in
Asia, the Middle East and Central
and Eastern Europe still abound.
“There has been a gold rush to
places like Dubai,” says Alex Alcott,
partner and head of U.S. investment
banking at Heidrick & Struggles, an
executive search firm. He also cites
Beijing, Shanghai and Moscow as
other areas of opportunity for fi-
nance professionals.

Robert Olman, president of Alpha
Search Advisory Partners, a search
firm in Roslyn, N.Y., that focuses on
hedge funds and investment banks,

says he doesn’t expect the financial-
hiring market to be noticeably
healthier in the U.S. until at least the
second quarter of 2009. “And we
have a long way to go until we see
healthy,” he says. To that end, people
who can make the move are consider-
ing opportunities elsewhere.

Mr. Olman says he has seen inter-
est in working abroad increase
threefold since last year. “It’s some-
what ironic that people are seeking
these emerging markets for job secu-
rity,” he says. In July, a former cli-
ent, a partner with a multibillion-
dollar New York hedge fund, re-
signed and moved his family to
Shanghai to pursue opportunities in

pre-IPO equity investing.
Parts of Europe are also appeal-

ing to those Americans considering
a move, even though cities such as
London have been affected because
of exposure to mortgage-backed se-
curities. Ed Moerbe, managing direc-
tor of executive search firm Stanton
Chase International’s Dallas office,
has seven executives vying to be
chief operating officer at a global in-
dustrial and financial company in
Denmark. Last year just one or two
candidates from the U.S. might have
put themselves in the running, he
says. “I’m blown away; I’ve never
seen people so willing to move be-
fore,” says Mr. Moerbe, who has
worked as a recruiter for 20 years.

Jay Caron of Indianapolis, who
was an executive vice president
with a manufacturing company and
has been without a job since mid-Au-
gust, is one of the candidates con-
tending for the position. Mr. Caron,
37 years old, has a wife and two
young children and says he will con-
sider a move to wherever he gets an
offer, domestically or abroad. Den-
mark is attractive to him, he says, be-
cause English is prevalent but also
because “of the economic stability
and geopolitical climate.”

Destinations in Asia and the Mid-
dle East are most popular right now,
recruiters say. In March, Ariel Katz

left a position at Bank of America’s
credit-product underwriting group
in New York. He says he saw what
was coming: The slowing economy
would affect his position and pay.
He began looking at international
opportunities with Deloitte’s Finan-
cial Advisory Services practice and
moved to Israel with his wife in
June. “It doesn’t feel like we’re in cri-
sis mode here,” says the 38-year-old
of the Israeli business climate. “The
feeling seems to be all across Amer-
ica that these are the worst days.”

Jackie Wilbur, director of ca-
reer development at the Massachu-
setts Institute of Technology’s
Sloan School of Management, says
M.B.A. students are showing an in-
creased interest in investment-
banking firms in Hong Kong, Lon-
don, Shanghai and the Middle East.
For the first time, the school is or-
ganizing a Hong Kong job-search
trip for January.

Jud Saviskas, executive director
of the business career center at the
University of Connecticut School of
Business, says the school is adding
an international element to special
events meant to help alums who
have lost their jobs. For the school’s
events in October and November, of-
ficials are actively seeking compa-
nies with job opportunities in over-
seas offices to bring to campus.
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By Eric Bellman

MUMBAI—Global worries about
the solvency of financial institu-
tions have arrived in India, buffet-
ing a bank that’s regarded as one of
the country’s strongest.

In recent days, ICICI Bank Ltd.
has taken a series of extraordinary
steps to calm its depositors and reas-
sure jittery investors. On Saturday,
it sent text messages to hundreds of
thousands of depositors telling
them it was healthy. A central bank
circular posted on its thousands of
automatic teller machines said the
same thing earlier in the week. On
Sunday, ICICI went on the offensive,
filing complaints to the police in
Mumbai and elsewhere charging
that some small brokers were
spreading negative rumors about
the bank.

Still, shares of the bank—the
country’s largest non-state bank
and second-largest in terms of as-
sets after the State Bank of India
Ltd.—are down 66% so far this year.
They lost 20% on Friday before

bouncing back 17% Monday to close
at 425.10 rupees ($8.79). ICICI
wouldn’t disclose recent with-
drawal figures.

“The stock price has gone way be-
low fundamentals,” said Vaibhav
Agarwal, banking analyst at Angel
Broking in Mumbai.

Analysts and investors say the
withdrawal worries and share pres-
sure have a common culprit: panic.
In tough times, the leading compa-
nies of the new India are viewed
with caution because they are more
exposed to international events
than insular state-run companies.

“Not that ICICI Bank will close
down or anything but I don’t want
to face a liquidity crisis,” said P. De-

varajan, a Mumbai retiree who
pulled most of his savings out of its
ICICI Bank this month and stuck it in
a government-owned bank. “Public
sector banks are better at the bank-
ing game than these high-flying
newcomers.”

The Indian stock market has
been hit hard during the global cri-
sis, even though there are few com-
panies with any direct exposure to
subprime lending or failed mort-
gages. The benchmark Bombay
Stock Exchange 30-Share Sensi-
tive Index, or Sensex, has fallen
more than 40% so far this year, as
increasingly risk-averse foreign in-
vestors pull out of Indian stocks.
As Indian investors and deposi-
tors worry about the global prob-
lems, their attention has focused
on ICICI.

India’s Finance Minister P.
Chidambaram tried to calm markets
Monday. He said the country is put-
ting together a plan to address the
concerns of India’s banking custom-
ers.

“We are working on more mea-
sures that will infuse liquidity, make
credit intermediation smoother and
increase the confidence of deposi-
tors and investors,” he told report-
ers in New Delhi. “We hope to an-
nounce them shortly.”

In the past decade, ICICI Bank
has transformed itself from a
stodgy, socialist-era corporate
lender to one of India’s most dy-

namic and fastest-growing retail
banks. It rode a wave of middle-
class consumption, coupled with
high savings and new credit card
use, to build new branches and thou-
sands of ATMs across the country. It
has been one of the few Indian
banks to venture abroad, even in-
vesting in Lehman Brothers Hold-
ings Inc. bonds.

Analysts say such strengths
shouldn’t now be viewed as signs of
weakness. On Monday, Standard &
Poor’s reiterated its strong rating
for ICICI Bank. While its U.K. subsid-
iary has a $3.5 billion international
investment portfolio—of which
around $80 million was invested
Lehman Brothers—ICICI has more
than enough assets to cover any fu-
ture losses, the credit rating agency
said in a release.

Some of the volatility of ICICI’s
shares is likely linked to its popular-
ity among foreign investors, many
of whom have been pulling money
out of India recently. More than two-
thirds of ICICI’s shares are held by
foreign investors, which is likely to
mean more turbulent trading lay
ahead. As ICICI is one of India’s larg-
est consumer lenders, its shares
could also suffer from the bank’s ex-
posure to India’s fast-growing mid-
dle class—and fears that credit de-
faults might begin roiling the Indian
economy.
 —Tariq Engineer

contributed to this article.

Panic and withdrawals hit India’s ICICI

The global credit crisis is start-
ing to take its toll on consumers in
a group of nations that have
boosted the world’s economy over
the past few years: the big emerg-
ing economies of China, India, Rus-
sia and Brazil.

Global growth this decade has
been powered by the economies of
the U.S. and these so-called BRIC

countries. As a troubled financial
system sidelined the U.S., hopes re-
mained that the developing nations
could pick up the slack. Instead, the
economies of the big four are slow-
ing as consumers feel the pain ema-
nating from the West.

In Russia, easy credit that pow-
ered consumer spending is now con-
tracting. In India, outsourced jobs
from Western financial companies
are dwindling. In China, the locus of
world attention in recent years, a
stock-market collapse and deflating
property prices are causing consum-
ers to think twice about purchases.
In Brazil, the prices for the commodi-
ties it exports are falling.

Growth in these large, continen-
tal economies is still much faster
than in the U.S. or Europe. But indi-
cators suggest that their newly afflu-
ent consumers won’t be holding up
global growth on their own.

One person feeling the pain is
Shanghai businessman Yan Jian. He
says his business exporting toys
and garments has been hurt by
weakening orders from the U.S. So

Mr. Yan postponed the renovation
of the new apartment and is hunker-
ing down as the economic pros-
pects gets darker. “Things may get
even worse in the near future,” he
says. “I have to hold back as much
spending as possible.”

If this attitude spreads, it’s bad
news for the global economy. Al-
though consumers in the big four
emerging economies are still much
poorer than the average American
or European, their growing appe-
tite for refrigerators, cars and flat-
screen televisions during the past
eight years has accounted for
nearly as much growth in global de-
mand as the U.S., according to Gold-
man Sachs. Demand from those
countries had been expected to
overtake the U.S. and climb toward
the total demand from the entire
Group of Seven leading nations.

“These economies can no longer
rely on export growth or rising com-
modity prices,” says Fred Hu, a man-
aging director with Goldman Sachs.
“That’s the biggest worry, that the
crisis in the developed centers like
the U.S. and Europe will have reper-
cussions on the emerging econo-
mies.”

Consumers often keep spending
even as financial markets slump.
But just as Wall Street’s woes even-
tually affected Main Street, the tur-
moil in the large emerging econo-
mies is growing and spreading. Rus-
sia’s main stock market, which had
been closed since Wednesday due to
a run on selling, reopened only Mon-
day. In Brazil, the real currency has
dropped dramatically in recent
days, making imported items such
as wine and iPods more expensive.
Consumer spending in China has
started to weaken in recent months.

In some of these countries,
credit is contracting just as it is in
the developed world. In Russia,
easy credit and higher real wages

have fueled a consumer boom in
the past few years. But that credit
is drying up fast, as cash-squeezed
lenders tighten credit conditions
for auto, mortgage and other loans.
Sales of new cars, many of which
are bought on credit, grew 22% in
September—an eye-popping num-
ber but still down from consecu-
tive months of 50% growth and the
lowest monthly result since 2005.

“Russia’s consumer boom was
largely due to easy credit,” says Alex-
ander Potavin, a senior analyst at
Moscow brokerage Antanta-Pioglo-
bal. “Now it’s really difficult to get a
loan from a bank.”

Retailers in India, where the
stock market has also taken a beat-
ing, are bracing for tough times. This
is normally a good time for sales—
the run-up to Diwali, a Hindu holiday
falling at the end of October this
year—but consumers are expected
to spend less this year. The U.S. finan-
cial sector, which is at the heart of
the global turmoil, is a huge cus-
tomer for India’s outsourcing and
call-center companies.

The pullback is already affecting
Indian companies. Build a Bear
Workshop Inc., a custom teddy bear
shop from the U.S., has closed its
three stores in India. One of India’s
biggest retailers, Shoppers Stop
Ltd., has announced losses, while
Pantaloon Retail India Ltd. has
scaled back its plans for a nation-
wide rollout of shoe stores.

Leading indicators support this
anecdotal evidence. India’s passen-
ger car sales, which grew an average
of 20% a year over the past five
years, have slowed to 8% this year.

China also has some troubling in-
dicators. While overall retail sales
have been growing quickly, by 15% to
16% in recent months, economists
doubt the official numbers, espe-
cially because sales of some big-
ticket items are weak. Automobile
sales have fallen in August and Sep-
tember. And passenger traffic on Chi-
nese airlines has declined every
month since May. Some of that could
be related to May’s earthquake in Si-
chuan and travel restrictions im-
posed for the Olympics in August.

The two biggest weak spots in the
Chinese economy appear to be ex-
port industries that sell to the U.S.,
and the housing market. Though few
cities have had outright price de-
clines, buyers are staying away. Mac-
quarie Securities estimates property
transactions in major Chinese cities
are down by 40% to 60% in recent
months.

That’s affecting other industries.
China sales for U.K. home-improve-
ment retailer Kingfisher PLC, which
runs the B&Q do-it-yourself chain,
dropped 19.4% in the first half of
2008. Sales of appliances to fill up
new apartments also seem to be off:
U.S. electronics retailer Best Buy Co.
said its same-stores sales in China
dropped 7% in the June quarter,
while local competitor GOME Elec-
trical Appliances Holding Ltd. eked
out a meager gain of only 0.5% in the
first half.

There are even signs that spend-
ing on cheap daily necessities is slow-
ing. This week, Yum Brands Inc.,
which operates more than 2,200
KFC restaurants in China, reported
5% growth in its same-store sales for
the three months that ended Aug. 31,
faster than its global average of 3%.
But that was significantly slower
than the 11% growth in the same pe-
riod of 2007—and a sign China won’t
be able to bail out other countries.

Despite these worries, few think
China faces a collapse in consumer
spending. Mr. Hu of Goldman Sachs
notes some of the slowdown came
due to central government restric-
tions imposed to curb inflation. Pol-
icy makers in Beijing have started to
reverse course, cutting interest rates
twice in the past month. That paral-
lels the response during the 1998
Asian financial crisis, when China
rode out the storm with prompt
pump-priming.

“The government will have to be
very vigilant,” says Mr. Hu. “They
can’t take chances in the global envi-
ronment.”

But persuading Chinese consum-
ers to pare back their high rate of
savings is a difficult endeavor, econ-
omists say. A lot of those savings go
to pay for major education and
health-care expenses that aren’t cov-
ered by government programs or
private insurance.

“There is no question that
Beijing is promoting the role of con-
sumption in the economy. But short
of resorting to American-style ‘no
documentation’ and ‘no down pay-
ment’ lending, it is difficult to see
how Beijing could turn its citizens
into the world’s consumer of last re-
sort,” argues Andy Rothman, China
strategist for CLSA, in a report this
week.

 —Antonio Regalado in São Paulo,
Ellen Zhu in Shanghai

and Ian Johnson in Beijing
contributed to this article.

THE FINANCIAL CRISIS

By Andrew Batson in Beijing,
Daria Solovieva in Moscow, and
Eric Bellman in Mumbai, India
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J
ULY 9, 1932, was a day Wall
Street would never wish to
relive. The Dow Jones Indus-
trial Average closed at 41.63,
down 91% from its level ex-

actly three years earlier. Total trad-
ing volume that day was a meager
235,000 shares. “Brother, Can You
Spare a Dime,” was one of the top
songs of the year. Investors every-
where winced with the pain of recog-
nition at the patter of comedian Ed-
die Cantor, who sneered that his bro-
ker had told him “to buy this stock
for my old age. It worked wonder-
fully. Within a week I was an old
man!”

The nation was in the grip of
what U.S. Treasury Secretary Ogden
Mills called “the psychology of
fear.” Industrial production was
down 52% in three years; corporate
profits had fallen 49%. “Many busi-
nesses are better off than ever,” Mr.
Cantor wisecracked. “Take red ink,
for instance: Who doesn’t use it?”

Banks had become so illiquid,
and depositors so terrified of losing
their money, that check-writing
ground to a halt. Most transactions
that did occur were carried out in
cash. Alexander Dana Noyes, finan-
cial columnist at the New York
Times, had invested in a pool of resi-
dential mortgages. He was repeat-
edly accosted by the ringing of his
doorbell; those homeowners who
could still keep their mortgages cur-
rent came to Mr. Noyes to service
their debts with payments of cold
hard cash.

Just eight days before the Dow
hit rock-bottom, the brilliant inves-
tor Benjamin Graham—who many
years later would become Warren
Buffett’s personal mentor—pub-
lished “Should Rich but Losing Cor-
porations Be Liquidated?” It was
the last of a series of three incendi-
ary articles in Forbes magazine in
which Graham documented in stark
detail the fact that many of Ameri-

ca’s great corporations were now
worth more dead than alive.

More than one out of every 12
companies on the New York Stock
Exchange, Graham calculated, were
selling for less than the value of the
cash and marketable securities on
their balance sheets. “Banks no
longer lend directly to big corpora-
tions,” he reported, but operating
companies were still flush with cash—

many of them so flush that a
wealthy investor could theoreti-
cally take over, empty out the cash
registers and the bank accounts,
and own the remaining business for
free.

Graham summarized it this way:
“…stocks always sell at unduly low
prices after a boom collapses. As the
president of the New York Stock Ex-
change testified, ‘in times like these

frightened people give the United
States of ours away.’ Or stated differ-
ently, it happens because those with
enterprise haven’t the money, and
those with money haven’t the enter-
prise, to buy stocks when they are
cheap.”

After the epic bashing that
stocks have taken in the past few
weeks, investors can be forgiven for

Please turn to page 33

History makes the abyss seem overstated
For stunned investors,
some positive pointers
from market legends

Genetic causes for hair loss

The Sub-Treasury Building (now Federal Hall National Memorial) opposite the Wall Street Stock Exchange in Manhattan in November 1929.

By Melinda Beck

The conventional wisdom on
baldness has long held that men in-
herit their mother’s father’s hair, or
lack of it.

But that doesn’t explain the le-
gions of men whose pates look more
like their own dads’.

Two studies published in the jour-
nal Nature Genetics this week shed
some light on that mystery—even
while leaving more men unsettled

about the fate of
their scalps. Two
sets of researchers,
working indepen-
dently, identified a

new gene variation strongly associ-
ated with early hair loss that can be in-
herited from either the mother’s or fa-
ther’s side.

“Sorry to break the bad news, but
we’d known that for years, we just
hadn’t figured out why,” says Brent Ri-

chards, an assistant professor of hu-
man genetics at McGill University in
Montreal and the lead author of one
study.

Most men and many women have
some hair loss by their 70s or 80s. But
the telltale loss of hair at the crown
and temples known as male-pattern
baldness starts as early as the 20s in
about 20% of men. It’s apparent in
about 40% of men in their 40s and
60% of men in their 60s.

What happens on the scalp is that
testosterone combines with an en-
zyme called 5-alpha reductase to
form dihydrotestosterone (DHT),
which causes hair follicles to shrink
and become more sparse. (Women
can have hereditary hair loss too, but
it’s generally more diffuse.)

The link to the mother’s family
was first described in 1916, and in
2005 German researchers identified
an androgen receptor gene (labeled
AR) on the X chromosome common to

many bald men. Men inherit a single
X chromosome from their mothers,
and have a 50% chance of inheriting
an AR gene for baldness if their mater-
nal grandfather has it.

But scientists have long suspected
that other factors are involved, since
some men with the AR gene don’t lose
their hair, and some who don’t have
the AR gene still go bald. A study in
2004 found that men whose fathers
had male-pattern baldness were 2.5
times as likely to have some level of
hair loss than men whose fathers did
not, regardless of their maternal
grandfathers.

The two latest studies scanned
DNA samples from large groups of
men with male-pattern baldness and
looked for genetic markers they had
in common that weren’t present in
control groups with abundant hair. Re-
searchers at Bonn and Düsseldorf uni-
versities, and a second group from
McGill, London’s King’s College and

GlaxoSmithKline PLC, both identi-
fied variations on chromosome 20.

Humans get one copy of chromo-
some 20 from their mother and one
from the father. The gene variation
for balding is neither dominant nor re-
cessive, but additive, says Markus M.
Nöthen, a University of Bonn geneti-
cist and the lead author who also
helped discover the AR gene on the X
chromosome. Men with one affected
copy were 3.7 times as likely to show
early hair loss, and those with two
copies were 6.1 times as likely.

The McGill study calculated that
about one in seven Caucasian men
have both the chromosome 20 varia-
tion and the AR gene, which increases
their risk of early baldness sevenfold.

Both groups said the findings
could point the way toward future
treatments for baldness.

Until then, does knowing the risk
make much difference?

Only if you’re determined to hang
on to every last hair. Experts agree
that treatment for hair loss is more ef-
fective if started early. Only two drugs
are approved for baldness in the
U.S.—minoxidil (Rogaine) and finas-

teride (Propecia). When the cream
and pill respectively are used to-
gether, dermatologists say, they can
slow hair loss for several years.

One company called HairDX is al-
ready marketinga genetic test for bald-
ness, based on the AR gene, for about
$150. Men who test positive for one
variation have a 60% chance of going
bald by age 40, according to HairDx.

But dermatologists say that look-
ing at hair shafts under a microscope
can spot shrinkage more definitively
years before it’s apparent. “We can
pick it up when kids are teenagers,”
says Robert Bernstein, founder of
Bernstein Medical Center for Hair Res-
toration, a treatment clinic in New
York. He agrees that medication can
slow hair loss only if it isn’t too ad-
vanced. Once an area is devoid of hair,
only a transplant can restore it.

The other option, of course, is not
to fight oncoming baldness. “These
days, quite a few men are shaving
their heads because they like the
look,” says Mike Ubl, mission director
of the Brotherhood of Bald People, an
online support group. “Hair’s a has-
sle,” he says.
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How LCH.Clearnet got clear of Lehman
Settlement system
a vital role in chain;
a race to unwind risk

— 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 Natasha de Terán

D ESPITE HAVING gotten little
sleep in three weeks, Roger
Liddell, chief executive of

LCH.Clearnet Ltd., seems perky hav-
ing completed the most complex de-
fault in clearing-house history—
one of the lesser-known, but still sig-
nificant, explosions that the col-
lapse of Lehman set off across the fi-
nancial world.

Two years ago, he stepped
away from a banking career at
Goldman Sachs to join LCH.Clear-
net as head of the dusty utility,
then presumed by some in the in-
dustry to be something of a poi-
soned chalice after a failed sys-
tems revamp led to a costly write-
off and the departure of his prede-
cessor, David Hardy.

Clearing houses act as the cen-
tral counterpart to all trades on
the exchanges for which they clear,
an unglamorous, often invisible,
but vital role in the trading chain.
They handle the process between
trade and settlement that guaran-
tees the buyers and sellers delivery
of cash or securities.

As such, they eliminate risk, but

the collapse of Lehman Brothers on
Sept. 15 left a multitrillion-dollar
trading book in Mr. Liddell’s in-
tray containing huge futures and
options, swap, repo, equity and
bonds positions.

LCH.Clearnet shouldered much
of the burden of Lehman's collapse
in Europe. In doing so, it showed
why clearing houses are coming to
the fore and why regulators around
the world are pushing for clearing
houses to play a more central role in
the financial world, particularly in
the over-the-counter derivatives
markets.

Competition among clearing
houses is accelerating as several pri-
vately owned exchanges are seeking
to set up their own vertically inte-
grated clearing houses.

Lehman Brothers touched every
part of LCH.Clearnet’s business:
Not only did it use LCH.Clearnet to
clear trades that included short-
term loans and equities and over-
the-counter derivatives, it also
traded on a lot of exchanges that
use LCH.Clearnet, such as Intercon-
tinentalExchange, the London
Metal Exchange and Liffe, the deriv-
atives arm of NYSE Euronext.

Early on the Monday that the
London Stock Exchange suspended
Lehman Brothers from trading, and
as it became clear Lehman
wouldn’t be able to make margin
calls as the morning went on, LCH.
Clearnet declared two Lehman Eu-

ropean arms—Lehman Brothers In-
ternational Europe and Lehman
Brothers Special Financing Inc.—in
default. Access to trading for Leh-
man and its customers was immedi-
ately cut off and its payment sys-
tems shut down.

By declaring Lehman in default,
LCH.Clearnet effectively took over
the positions that Lehman had ac-
cumulated before its collapse; the
clearing house had assumed all the
bank’s risk, including the posi-
tions Lehman held on behalf of cli-
ents. It then needed to get rid of

that risk through a week of intense
volatility.

Outside the company’s headquar-
ters, the pavement was being dug
up. Inside, construction work was
taking place, causing a flood and
two power outages. On the com-
puter screens, the markets were gy-
rating wildly.

However, in conjunction with
members, exchanges, dealers and
clearing firms, LCH.Clearnet has
since successfully hedged out,
wound down, transferred or auc-
tioned off the risk pool.

As of the end of last week, there
was virtually nothing left of Leh-
man’s legacy on LCH.Clearnet’s
books. LCH.Clearnet members,
which include the world’s largest
banks, could have faced losses be-
cause these were mutualized among
them; and trading on the affected ex-
changes might also have been af-
fected amid the uncertainty.

Chris Jones, head of LCH.Clear-
net’s 34-strong risk group, had
spent a good portion of the previous
weekend examining Lehman’s posi-
tions and working out how his team
would macro-hedge the portfolio,
were the worst to occur. They had
also double-checked contact num-
bers, ensuring they had details for
everyone from Lehman’s futures
head, traders and back office staff.

“This is the sort of stuff that kills
you; if you don’t have that informa-
tion you can’t start any of the other
processes,” said Mr. Jones, who has
worked through two other defaults:
Barings and Griffin Trading.

LCH.Clearnet began, together
with dealers, to hedge the $9 trillion
swap portfolio. Daniel Gisler, manag-
ing director of risk and operations,
meanwhile, took a team to Lehman’s
offices in London's Canary Wharf
district to collect client records,
while the sales and relationship
staff remained at LCH.Clearnet of-
fices answering calls from mem-
bers.

Normally the risk managers
would expect to look at the portfo-
lios of futures positions market by
market, isolating a clearing mem-
ber’s client positions ready for trans-
fer to a new clearing member, and
hedging the house positions before
preparing to liquidate them. But
some client positions seemed to be
mingled with Lehman's house posi-
tions.

Without access to Lehman's com-
puters, LCH.Clearnet had no idea
how to untangle these positions, be-
yond reams of coded print-outs. By
Tuesday afternoon, Mark Huglin,

LCH.Clearnet’s had managed to get
in touch with a Lehman broker-
dealer in New York still operating
under Chapter 11.

Mr. Jones’s team was able to
start identifying the customer posi-
tions, confirming that many of them
had been mingled with Lehman’s
own.

Throughout the process, LCH.
Clearnet’s diversified spread of busi-
ness across energy, equity, interest
rate, and metals helped it manage
the risk. Essentially it was carrying
the risk until the trades were un-
wound or sold on, amid enormous
volatility.

But because the volatility was
pulling these markets in different di-
rections, the risks frequently bal-
anced each other out. This allowed
LCH.Clearnet to hold on to the port-
folios and take the time required to
transfer out client positions.

“While they could just have
closed everything out on the spot,
they took full consideration of the
whole picture and did the best thing
for the market,” said Nick Carew
Hunt, market secretary of Liffe.

“Without this degree of diversifi-
cation it is doubtful whether we

would have had the time to identify
and transfer the client positions,”
said Mr. Lidell. “Instead we would
have had no option but to close out
all the positions in the house ac-
count, leaving many clients un-
hedged.”

While this work continued, oth-
ers in the risk group began to pack-
age Lehman’s house positions into
portfolios before sending them out
to clearing members ahead of an
auction process. The clearing firms,
most of which are banks, were re-
quired to sign non-disclosure agree-
ments before they could be sent the
portfolio details.

When the auction process was
completed, the winning dealers
were notified and assumed the posi-
tions with immediate effect.

LCH.Clearnet managed to clear
its position without having to tap its
default fund, to which members con-
tribute as a reserve to cover de-
faults such as Lehmans. It also
never even came close to using up
the margin that had been last col-
lected to cover Lehman’s positions
on the Friday morning prior to its de-
mise.

The margin necessary to cover a
position can vary according to the
changing risk of that position, and
had LCH.Clearnet used up the mar-
gin, and also needed to use monies
from the default fund to cover its
risk, members would have had to
help restore the default pool.

www.efinancialnews.com

Coded printouts
provided no clue as
to how to untangle
the positions.
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Limited number of complimentary places available! Contact us today!

This one day highly interactive forum brings together senior industry
leaders to debate the best investment opportunities in the ETF market.
Don’t miss the unique chance to hear from market makers and
institutional investors!
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Gaining exposure to different sectors using ETFs
ETFs structure and listing as well as portfolio characteristics
Relation between product providers, investors, market makers and KAGs
 Institutional and private investors approach towards investing in ETF
Profiting from booming commodities markets by using ETCs
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• Deborah Fuhr, Independent ETF and Investment Specialist
• Michka Kovats, Senior Investment Officer, IRR SA, Switzerland
• Marco Ciatto, Managing Director, ETF Consulting Srl
• Murat Ünal, CEO, Member of the Board, Funds@Work
• Heiko Geiger, Director, Senior Advisor Financial Products Deutschland,

Bank Vontobel
• Alex Hinder, CEO, Hinder Asset Management AG
• Henry Nevstad, Partner, Solutions for Wealth Capital Management
• Erik Crawford, Head of Investment Consulting and Principal, Mercer, Germany
• Claus Hecher, Head of Sales & Marketing Germany & Austria,

iShares Barclays Global Investors (Deutschland) AG
• Barbara Rega, Head of Fund of Funds, DWS

Sponsored by:

Supported by:Exhibitors:

To register or for more information contact:
Anna Konieczny on +44 (0) 20 7426 3345 or email eventsmarketing@efinancialnews.com

For sponsorship or exhibiting contact: Joakim Nilsson on +44 (0) 20 7749 0231 or email jnilsson@efinancialnews.com

www.efinancialnewsevents.com/conference/etffrankfurt Code: IIETF.WSJE
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M
ICRON Technology
Inc. has agreed to
pay $400 million for

Qimonda AG’s stake in Tai-
wan-based Inotera Memories
Inc. in a move to gain lower-
cost production capacity.

Micron’s purchase of Qi-
monda’s 35.6% stake in Inot-
era will provide badly
needed cash for Qimonda,
which is majority-owned by
Infineon Technologies AG

and has posted big losses lately.
Inotera, which has two factories, is jointly owned

by Qimonda and Nanya Technology Corp. Mark Dur-
can, Micron’s president, said the deal allows his
company to forgo investing $500 million in another
joint venture with Nanya.  –Don Clark

Micron buys 35.6% stake
in Taiwan chip venture

M
ARKETING budgets
in the U.K. have been
cut for the fourth

quarter in a row, according
to an Institute of Practitio-
ners in Advertising survey.

Business confidence has
suffered record declines, and
even online-ad spending is
stagnating. Only 12% of com-
panies raised their market-
ing budgets while 35% cut
them, citing lower-than-ex-

pected sales and profits amid weaker consumer and
corporate demand.

Budgets for conventional advertising, such as tele-
vision and newspapers, were among the hardest hit.
Internet-ad budgets have come under pressure after
fast growth in previous quarters.  —Kathy Sandler
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GM board was cool to a Chrysler merger
Shrinking prospects
push Detroit to weigh
unorthodox options

N
ORWEGIAN OIL com-
pany Det Norske Olje-
selskap said it is selling

its 15% stake in the Goliat
field to StatoilHydro ASA for
1.3 billion Norwegian kroner
($206 million), bolstering its
cash position and financial ca-
pacity. Analysts said that the
price for the field, in the Bar-
ents Sea, was well above ex-
pectations, which had ranged
between 800 million kroner

and 900 million kroner.
Because the sale process started around four

months ago, the price signals that the Norwegian
oil sector has held its value throughout the re-
cent turmoil, said DnB NOR Markets analyst Es-
pen Hennie.  —Elizabeth Cowley

Marketing budgets shrink
in U.K. amid credit crisis
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*Chrysler, Ford and General Motors

Source: Autodata

Shrinking slice
Combined U.S. market share of the 
Big Three auto makers*, 12-month 
moving average, monthly data

40
1990 ’95 2000 ’05

50

60

70

80%

A
ss

oc
ia

te
d 

Pr
es

s

Friction spurred exit of Ford’s finance chief
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By John D. Stoll,

Matthew Dolan

And Neal E. Boudette

G ENERAL MOTORS Corp.’s
board gave a cool reception to
the idea of acquiring Chrysler

LLC after GM’s top management dis-
cussed the matter at a meeting last
week, people familiar with the mat-
ter said.

Despite huge losses over the past
four years, a plunge in GM’s stock
price and growing worries about
whether the auto maker has enough
cash to turn itself around, GM’s
board has continued to support
Chairman and Chief Executive Rick
Wagoner. But the board’s cautious
reaction to the proposed merger
suggests it may assert itself more
than in the past if Mr. Wagoner and
his team try to move ahead with a
Chrysler deal.

GM recently held talks with

Chrysler’s majority owner—private-
equity firm Cerberus Capital Man-
agement LP—in which Cerberus pro-
posed swapping its 81.1% stake in
Chrysler for GM’s 49% stake in
GMAC, a big auto and home lender.
Cerberus owns the other 51% of
GMAC.

The talks—which have broken
off for now but could be revived—un-
derscore the way the crisis in finan-
cial markets is forcing Detroit’s Big
Three auto makers to explore once-
unthinkable options as they scram-
ble to respond to a fast-changing glo-
bal economy. Squeezed by falling
auto sales and limited access to new
financing, they are facing a future in
which they are likely to become
much smaller, if they survive at all.

As yet more evidence of that, GM
Monday said it will close its Janes-
ville, Wis., truck plant on Dec. 23,
rather than wait until 2010, acceler-
ating production cuts rolled out this
summer. The Janesville factory,
which makes full-size SUVs such as
the Chevrolet Suburban, was one of
four North American factories
slated to close by 2010. The Janes-
ville plant employs about 1,200. An-
other SUV plant, in Moraine, Ohio,

also will close Dec. 23.
For several months, GM has been

considering whether to sell all or
part of its minority stake in GMAC,
which the most recent estimates
suggest is worth roughly $6 billion
to $7 billion, people familiar with
the matter said.

Cerberus regards itself as one of
the few potential buyers for the
GMAC stake, people familiar with
the negotiations said. But since last
week’s board discussions, GM direc-

tors and management have com-
plained Cerberus seemed to be offer-
ing GM too little in the proposed
deal.

GM’s board has been meeting
more often than usual in recent
months due to the auto maker’s dete-
riorating financial health. The
board meets formally the first week
of each month. In addition, George
Fisher, GM’s lead independent direc-
tor, holds a weekly conference call
for board members.

The idea of acquiring Chrysler
was discussed at a formal meeting
last week, people familiar with the
matter said. The board also held a
call on Friday, according to a person
with knowledge of the call.

Few in the auto industry believe
acquiring Chrysler would be the
right move for GM. Both companies
are burning billions in cash each
month, and GM has confirmed only
that its cash requirements are met
through 2008.

This summer GM approached
Ford Motor Co. about a possible
merger, a person familiar with the
matter said. Mr. Wagoner met Ford
Chief Executive Alan Mulally as part
of the preliminary discussions, this
person said. Before the talks pro-
gressed very far, Ford concluded it
should continue to go it alone, this
person said.

The recent maneuvering reflects
the likely shape of things to come.
GM, Ford and Chrysler are “not go-
ing to dominate in the U.S. and else-
where in the world as they have in
the past,” said Michael J. Jackson,
chairman and CEO of AutoNation
Inc., the auto dealership chain.“They
will have to be smaller companies,
and they’ll have to find a piece of the
pie where they can be successful and
profitable,” he said in an interview.

Chrysler and Ford are already
shrinking. Just a few years ago,
Chrysler was producing more than
three million cars and trucks a year.
But under Cerberus’s ownership, it
is trying to close plants and slash de-
velopment spending in hopes of be-
coming smaller and profitable.

Mr. Mulally’s turnaround hopes
for Ford are built on shrinking the
auto maker to focus its resources on
its namesake brand. Ford has sold
its Jaguar and Land Rover lines and
has begun shopping its Volvo unit.

For much of its 100-year history,
GM thrived by buying other car mak-
ers. But few in the auto industry be-
lieve acquiring Chrysler is the right
move to save the company now.
Both companies are burning billions
in cash each month, and GM has con-
firmed only that its cash require-
ments are met through 2008.

“The last thing GM needs is more
U.S. plants, more U.S. dealers, more
U.S. brands,” Mr. Jackson said. “I
can’t see the logic to it.”
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By Matthew Dolan

DETROIT—The unexpected re-
tirement of Ford Motor Co.’s chief fi-
nancial officer last week came after
increasing friction between him and
other senior executives, people fa-
miliar with the matter said.

Top executives at Ford in recent
weeks spoke with Chief Executive
Alan Mulally and Chairman William
C. Ford Jr. about their dissatisfaction
with finance chief Don Leclair, these
people said. The working relation-
ship had frayed so much that at least
two high-level company officials
talked openly about whether they
could continue to working with Mr.
Leclair serving as chief financial of-
ficer, they said.

The strained relations between
Mr. Leclair and other members of
the Ford’s senior management team
centered on whether Mr. Leclair had

been too forceful in pursuing his
own agenda without informing
other vice presidents of his plans in
a timely way, according to people fa-
miliar with the matter.

Company spokesman Mark
Truby declined to comment Sunday
on Mr. Leclair’s exit, saying that Mr.
Mulally addressed the overall issue
Friday. In an interview Friday, Mr.
Mulally said Mr. Leclair’s departure
wasn’t linked to a difference over
Ford’s direction.

Mr. Leclair, 56 years old, re-
leased a brief statement Friday,
saying that “I have appreciated my
time at Ford and now look forward
to spending more time with my
family and pursuing other inter-
ests.” Through a company spokes-
man, Mr. Leclair declined an inter-
view request.

Seen by supporters as a strong
advocate to protect his company’s

bottom line, Mr. Leclair was cred-
ited with engineering a 2006 financ-
ing deal that has left Ford with a sig-
nificantly larger cash cushion than
either of its U.S. rivals at a time
when all three Detroit auto makers
are losing money and using up bil-
lions of dollars in cash each quarter.

Nevertheless, Mr. Leclair was
seen as distant and rigid, people famil-
iar with the matter said. He also
didn’t have the strong support of the
Ford family, whose members con-
tinue to control the auto maker
through a separate class of stock,
they said.

Separately, Mark Fields, presi-
dent of Ford’s Americas operations,
said Monday that news reports about
the auto maker selling its controlling
stake in Japan’s Mazda Motor Co. are
speculative. But Mr. Fields said the
companies remain operationally inde-
pendent despite joint ventures.

The possible sale was approved
by Ford’s board as part of an effort to
bolster its finances amid a downturn
in global auto sales and investor ques-
tions about the U.S. auto maker’s
cash reserves, according to two peo-
ple familiar with the matter.

It was unclear how much of
Ford’s 33.4% interest in Mazda is up
for grabs. But a person familiar with
the matter said the company is look-
ing at a broad range of asset sales
ahead of a third-quarter report later
this month that is expected to show
a substantial loss.

Meanwhile, Ford’s European divi-
sion on Monday reported a 12% drop
in September sales, selling 161,700
vehicles last month. For the first
nine months of the year, European
sales were down 1.3%, helped by an
18% sales increase in Russia.
 —Christoph Rauwald

contributed to this article.

Det Norske field fetches
hefty price from Statoil
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 45.90 $26.07 3.65 16.28%
Alcoa AA 27.10 13.82 2.57 22.84%
AmExpress AXP 19.40 27.30 4.15 17.93%
BankAm BAC 157.90 22.79 1.92 9.20%
Boeing BA 12.60 47.08 5.28 12.63%
Caterpillar CAT 9.00 49.48 6.35 14.72%
Chevron CVX 25.70 69.89 12.06 20.85%
Citigroup C 151.00 15.75 1.64 11.62%
CocaCola KO 22.30 47.26 5.76 13.88%
Disney DIS 17.80 26.72 3.68 15.97%
DuPont DD 10.40 37.23 3.83 11.47%
ExxonMobil XOM 51.80 73.08 10.72 17.19%
GenElec GE 127.70 21.00 –0.50 –2.33%
GenMotor GM 58.60 6.51 1.62 33.13%
HewlettPk HPQ 22.90 41.40 4.40 11.89%
HomeDpt HD 22.10 21.71 1.96 9.92%
Intel INTC 88.60 16.99 1.80 11.85%
IBM IBM 14.80 92.21 4.46 5.08%
JPMorgChas JPM 74.60 41.99 0.35 0.84%
JohnsJohns JNJ 28.70 62.68 6.83 12.23%
KftFoods KFT 20.60 28.33 1.08 3.96%
McDonalds MCD 12.50 57.25 3.90 7.31%
Merck MRK 17.60 29.42 3.19 12.16%
Microsoft MSFT 132.70 25.50 4.00 18.60%
Pfizer PFE 98.30 16.68 1.54 10.17%
ProctGamb PG 21.60 63.29 3.73 6.26%
3M MMM 8.90 59.62 5.36 9.88%
UnitedTech UTX 11.90 54.13 6.50 13.65%
Verizon VZ 20.30 28.93 2.16 8.07%
WalMart WMT 26.20 54.50 3.55 6.97%

Dow Jones Industrial AverageP/E: nil
LAST: 9387.61 s 936.42, or 11.08%

YEAR TO DATE: t 3,877.21, or 29.2%

OVER 52 WEEKS t 4,597.19, or 32.9%

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

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

Deutsche Bank $1,118 6.3% 13% 23% 58% 6%

JPMorgan 1,115 6.3% 27% 13% 51% 8%

Morgan Stanley 1,043 5.9% 32% 13% 53% 2%

UBS 960 5.4% 14% 26% 58% 1%

Merrill Lynch 954 5.4% 29% 16% 54% 1%

Goldman Sachs 910 5.1% 29% 8% 60% 3%

RBS 845 4.8% 11% 34% 13% 42%

Credit Suisse 841 4.8% 23% 30% 43% 4%

Citi 738 4.2% 15% 26% 52% 7%

Source: Dealogic

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

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

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

Allied Irish Bks 113 –16 –35 –117 Seat Pagine Gialle "1,486" 102 198 465

Dexia Cr Loc 292 –14 –118 61 M real Corp "1,419" 103 208 163

Bk of Scotland 187 –8 –95 –60 Aegon  588 112 203 425

Royal Bk Scotland 189 –4 –83 66 Rank Gp 822 129 208 274

Bca Naz del Lavoro 74 –4 –15 5 FIAT 572 135 254 334

Dresdner Bank 93 –4 –30 9 Thomson 997 149 273 447

Svenska Handelsbanken  108 –1 7 45 CIE Industriali Riunite 804 155 419 449

Telekom Austria 93 –1 6 13 Swiss Reins 500 156 170 370

Gov & Co Bk Irlnd 139 –1 –20 –132 Hanson 546 173 334 355

Bca Monte dei Paschi di Siena 74 –1 –11 –17 Wendel 968 337 474 554

Source: Markit Group

Dow Jones Stoxx 50: Monday’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

Credit Suisse Grp Switzerland Banks $43.9 43.82 27.90% –45.6% –21.7%

ING Groep Netherlands Life Insurance 37.4 13.26 27.21 –58.6 –44.7

GDF Suez France Multiutilities 90.4 30.37 25.01 –20.4 15.5

ArcelorMittal Luxembourg Iron & Steel 51.6 26.23 19.67 –52.5 ...

Iberdrola S.A. Spain Conventional Electricity 41.6 6.13 18.80 –42.5 9.0

Royal Bk of Scot U.K. Banks $18.9 0.66 –8.37% –85.1 –85.0

Koninklijke Philips Elec Netherlands Consumer Electronics 21.7 15.28 –3.20 –49.6 –29.4

Soc. Generale France Banks 39.3 49.00 –2.00 –56.4 –44.3

Nokia Finland Telecomms Equipment 62.1 12.02 3.18% –53.1 –14.6

Barclays U.K. Banks 30.5 2.15 3.73 –64.7 –59.5

...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

ABB 38.4 18.70 18.28% –42.4% 104.6%
Switzerland (Industrial Machinery)
E.ON 80.2 29.49 16.47 –31.4 22.9
Germany (Multiutilities)
Daimler 34.3 26.20 16.11 –64.9 –38.6
Germany (Automobiles)
Intesa Sanpaolo 54.1 3.36 15.78 –37.7 –12.8
Italy (Banks)
Rio Tinto 51.8 27.97 15.39 –37.5 27.5
U.K. (General Mining)
Anglo Amer 38.1 16.29 14.64 –52.2 0.1
U.K. (General Mining)
Allianz SE 49.7 80.87 13.98 –49.8 –30.5
Germany (Full Line Insurance)
AXA S.A. 54.8 19.54 13.81 –36.8 –13.4
France (Full Line Insurance)
Deutsche Telekom 60.1 10.15 12.78 –24.9 –33.5
Germany (Mobile Telecomms)
ENI 84.2 15.47 12.43 –41.6 –32.2
Italy (Integrated Oil & Gas)
Banco Santander 86.6 10.19 12.35 –26.9 –6.3
Spain (Banks)
UBS 49.5 19.10 12.35 –68.1 –60.4
Switzerland (Banks)
France Telecom 67.5 19.00 12.16 –19.3 –19.0
France (Fixed Line Telecomms)
Deutsche Bk 25.2 35.00 12.09 –61.8 –54.6
Germany (Banks)
Novartis 125.5 53.70 11.64 –15.2 –18.2
Switzerland (Pharmas)
Siemens 64.7 52.13 11.39 –45.3 –17.6
Germany (Electronic Equipment)
BASF 36.6 28.45 11.35 –40.1 –6.1
Germany (Commodity Chemicals)
UniCredit 46.8 2.58 11.31 –56.9 –44.6
Italy (Banks)
BP 150.6 4.18 11.16 –32.8 –33.6
U.K. (Integrated Oil & Gas)
Total S.A. 117.9 36.60 10.31 –35.1 –28.9
France (Integrated Oil & Gas)

Banco Bilbao Viz 52.4 10.30 10.16% –40.7% –28.4%
Spain (Banks)
SAP 46.5 27.48 10.05 –29.5 –24.0
Germany (Software)
Diageo 42.6 8.73 9.95 –20.6 5.3
U.K. (Distillers & Vintners)
Royal Dutch Shll 87.6 18.17 9.69 –38.5 –28.3
U.K. (Integrated Oil & Gas)
Roche Hldg Part. Cert. 100.8 162.40 9.58 –25.1 –13.6
Switzerland (Pharmas)
Telefonica S.A. 96.6 15.11 9.57 –29.8 10.4
Spain (Fixed Line Telecomms)
GlaxoSmithKline 108.0 10.86 9.10 –15.0 –24.9
U.K. (Pharmaceuticals)
BHP Billiton 40.5 10.41 9.06 –43.1 27.3
U.K. (General Mining)
Unilever 41.9 18.00 8.53 –18.1 –8.8
Netherlands (Food Products)
British Amer Tob 55.4 15.71 8.34 –9.6 34.9
U.K. (Tobacco)
Vodafone Grp 120.2 1.19 8.22 –32.8 –18.8
U.K. (Mobile Telecomms)
Nestle S.A. 144.5 42.68 8.16 –17.4 13.7
Switzerland (Food Products)
Sanofi-Aventis S.A. 73.3 41.01 8.15 –33.9 –40.0
France (Pharmaceuticals)
HSBC Hldgs 177.8 8.49 7.50 –11.0 –4.9
U.K. (Banks)
BNP Paribas S.A. 79.5 64.20 7.24 –18.2 1.3
France (Banks)
Tesco 48.8 3.56 7.12 –24.1 16.6
U.K. (Food Retailers & Wholesalers)
Astrazeneca 56.1 22.16 6.80 –13.4 –16.9
U.K. (Pharmacs)
Bayer 45.3 43.63 5.90 –24.5 47.7
Germany (Specialty Chemicals)
L.M. Ericsson Tel B 19.7 47.20 4.89 –64.2 –65.4
Sweden (Telecomms Equipment)
Assicurazioni Gen 41.4 21.60 4.60 –30.6 –6.7
Italy (Full Line Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -9.68% -24.50% -27.3% -31.9% -32.2%
Merger Arbitrage -9.41% -13.65% -13.6% -13.3% -13.5%
Event Driven -9.81% -15.48% -17.6% -19.1% -20.4%
Distressed Securities -5.59% -15.33% -16.6% -22.3% -25.0%
Equity Market Neutral 0.06% -0.17% -5.1% -3.9% -2.3%
Equity Long/Short -3.41% -8.27% -14.2% -13.8% -12.9%

*Estimates as of 10/10/08, 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 1.38 99.20% 0.01% 1.46 1.18 1.28

Eur. High Volatility: 10/1 2.89 97.07 0.02 3.10 2.16 2.47

Europe Crossover: 10/1 7.29 93.96 0.06 7.47 5.74 6.24

Asia ex-Japan IG: 10/1 3.28 94.64 0.02 3.28 1.99 2.58

Japan: 10/1 2.22 96.62 0.02 2.26 1.58 1.86

 Note: Data as of October 10

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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U.S. regulators, Google hold secret talks
Internet giant seeks
to avoid challenge
to Yahoo alliance

CORPORATE NEWS

By John R. Wilke

WASHINGTON—Google Inc. has
entered secret talks with the U.S.
Justice Department in an effort to
head off a possible antitrust chal-
lenge to its proposed advertising
agreement with Yahoo Inc.

The settlement negotiations are
at an early stage and it isn’t clear
whether they will resolve U.S. objec-
tions or be acceptable to the compa-
nies, lawyers close to the effort said.

Major advertisers have raised ob-
jections to the Google-Yahoo deal,
which would align the two largest
players in Internet ads. Advertisers
have told Justice Department offi-
cials that a Google-Yahoo deal will
limit competition, raise prices and
reduce choices.

Under the deal, Yahoo would be
able to place on its Web site certain
search ads sold by Google. That

would serve advertisers and users
more efficiently, the companies
have said. And it would bring Yahoo
hundreds of millions of dollars in
much-needed new revenue in its
first year.

It would also create a strategic
bulwark against software giant Mi-
crosoft Corp., which unsuccessfully
bid $45 billion for Yahoo earlier this
year in an effort to shore up it third-
place position in online ads.

In the settlement talks with the
government, the companies have
discussed capping the number of
Google ads Yahoo would use, assur-
ances that Yahoo would continue to
compete in search ads, and a report-
ing mechanism to ensure compli-
ance, people close to the talks said.
U.S. officials hope to impose mea-
sures that will ensure that prices ad-
vertisers must pay don’t rise signifi-
cantly after the deal.

Google and Yahoo declined to
comment on a possible settlement
and have said they believe the deal
as currently structured is pro-com-
petitive and good for consumers. A
Justice Department spokes-
woman, Gina Talamona, also de-

clined comment, adding, “our in-
vestigation is ongoing.”

The settlement talks suggest a
more flexible approach by the com-
panies. Google Chief Executive Eric
Schmidt in September dismissed
questions of whether Google would
be willing to accept caps or other
limits. He portrayed the deal as a
carefully crafted “signed and bind-
ing” contract whose provisions
shouldn’t be tinkered with. It was
“designed precisely to meet the
terms of antitrust laws in the United
States,” he said at the time.

Reworking the deal to include a
reporting mechanism, could require
the companies to disclose more
about the mechanics of their closely-
guarded search-advertising technol-
ogy than they want to. And caps on
how many Google-sold ads Yahoo
can display could limit Yahoo’s fi-
nancial gains from the agreement.

Google’s critics, including Mi-
crosoft, have forcefully argued that
online search advertising is too dy-
namic and complex to allow a settle-
ment that could work and be effec-
tively policed.

If the companies reach a settle-

ment that the Justice Department
believes will preserve online compe-
tition, its principles would likely be
laid out in a consent decree that
would be filed in court.

While that would allow the deal
to proceed, it would also be a formal
recognition of Google’s market
power. That could constrain the
Mountain View, Calif., company’s
conduct in the future. And it might
draw private antitrust suits from
competitors or advertisers, if they
believe that they’ve been mis-
treated by a monopolist.

Even as senior Justice Depart-
ment officials weigh the companies’
proposals to resolve antitrust is-
sues, its trial staff continues to pre-
pare a lawsuit to block the deal, ac-
cording to lawyers and executives
contacted as part of this effort.

In recent weeks, Justice Depart-
ment officials have deposed Mr.
Schmidt, the Google CEO, and other
key figures in the case. Opponents,
including Microsoft, have been pro-
vided documents and depositions
for use in a possible lawsuit, which
would begin with an application for
a preliminary injunction to stop the

deal, probably filed in U.S. District
Court in Washington, D.C.

The government signaled its re-
solve by hiring a special trial coun-
sel for the case, Sanford Litvack, a
veteran litigator and former vice
chairman of Walt Disney Co. That
move may have caused Google and
Yahoo to rethink their positions. Ini-
tially, both companies had sug-
gested they didn’t need to submit to
a Justice Department review, since
they viewed the deal essentially as a
technology-sharing agreement, not
a merger or joint venture. Mr.
Schmidt has stressed that Google
plans to implement the agreement
in October with or without regula-
tors’ approval.

The companies have been coop-
erating with the Justice Depart-
ment’s investigation and recently
agreed to delay implementing the
deal until at least Oct. 22 to give fed-
eral and state antitrust officials
time to complete their separate in-
vestigations.
 —Jessica E. Vascellaro

contributed to this article.
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Behind the cute characters and slogans, cereal

companies are serious about putting healthier

products on the table. One national brand turned
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products to whole grain, requiring that the change
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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.

3.54% 10 World -a % % 182.16 6.70% –42.4% 5.61% 12 U.S. Select Dividend -b % % 609.92 2.13% –33.3%

3.60% 10 Stoxx Global 1800 175.70 5.51% –39.3% 178.33 6.14% –42.0% 5.24% 11 Infrastructure 1222.20 3.86% –35.5% 1583.31 4.49% –38.4%

3.77% 11 Stoxx 600 225.40 9.87% –41.8% 228.68 10.52% –44.4% 2.64% 8 Luxury 664.00 7.54% –46.3% 764.78 8.18% –48.7%

3.88% 10 Stoxx Large 200 244.60 10.32% –41.0% 246.87 10.98% –43.7% 2.14% 9 BRIC 50 269.40 4.82% –52.2% 349.04 5.46% –54.4%

3.09% 11 Stoxx Mid 200 194.80 8.17% –44.6% 196.62 8.81% –47.1% 6.45% 4 Africa 50 731.70 2.24% –33.0% 631.00 2.86% –36.0%

3.47% 10 Stoxx Small 200 122.30 6.69% –46.1% 123.39 7.32% –48.5% 7.68% 7 GCC 40 796.70 4.15% –19.0% 687.06 4.77% –22.6%

3.79% 10 Euro Stoxx 247.90 10.48% –42.1% 251.54 11.13% –44.7% 4.30% 9 Sustainability 713.40 4.72% –40.8% 820.35 5.60% –43.3%

3.87% 10 Euro Stoxx Large 200 267.30 10.72% –41.9% 269.52 11.38% –44.5% 2.94% 10 Islamic Market -a % % 1521.72 7.25% –38.7%

3.31% 11 Euro Stoxx Mid 200 219.20 9.62% –43.1% 220.92 10.27% –45.7% 3.32% 9 Islamic Market 100 1446.80 4.09% –34.0% 1686.40 4.97% –36.8%

3.55% 10 Euro Stoxx Small 200 134.50 8.47% –44.0% 135.52 9.12% –46.5% 6.66% 6 Islamic Turkey -c 1951.80 3.27% –35.7% % %

9.20% 7 Stoxx Select Dividend 30 1404.20 4.96% –55.9% 1632.69 5.58% –57.9% 2.86% 13 Wilshire 5000 % % 9493.75 4.09% –39.3%

6.29% 7 Euro Stoxx Select Div 30 1622.70 9.90% –51.8% 1894.07 10.56% –54.0% % DJ-AIG Commodity 147.80 1.98% –14.7% 145.84 2.59% –18.5%

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

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

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

Australia 1.4796 2.5788 1.3086 0.2076 0.0565 0.2376 0.0147 0.4079 2.0125 0.2700 1.2824 ...

 Canada 1.1538 2.0110 1.0205 0.1619 0.0441 0.1853 0.0114 0.3181 1.5693 0.2105 ... 0.7798

 Denmark 5.4803 9.5516 4.8470 0.7690 0.2094 0.8801 0.0544 1.5108 7.4540 ... 4.7498 3.7039

 Euro 0.7352 1.2814 0.6503 0.1032 0.0281 0.1181 0.0073 0.2027 ... 0.1342 0.6372 0.4969

 Israel 3.6275 6.3224 3.2083 0.5090 0.1386 0.5826 0.0360 ... 4.9339 0.6619 3.1440 2.4516

 Japan 100.8250 175.7279 89.1744 14.1487 3.8527 16.1921 ... 27.7946 137.1371 18.3977 87.3852 68.1426

 Norway 6.2268 10.8527 5.5073 0.8738 0.2379 ... 0.0618 1.7166 8.4694 1.1362 5.3968 4.2084

 Russia 26.1699 45.6115 23.1459 3.6724 ... 4.2028 0.2596 7.2143 35.5950 4.7753 22.6815 17.6869

 Sweden 7.1261 12.4201 6.3027 ... 0.2723 1.1444 0.0707 1.9645 9.6926 1.3003 6.1762 4.8162

 Switzerland 1.1307 1.9706 ... 0.1587 0.0432 0.1816 0.0112 0.3117 1.5379 0.2063 0.9799 0.7641

 U.K. 0.5738 ... 0.5075 0.0805 0.0219 0.0921 0.0057 0.1582 0.7804 0.1047 0.4973 0.3878

 U.S. ... 1.7429 0.8844 0.1403 0.0382 0.1606 0.0099 0.2757 1.3601 0.1825 0.8667 0.6758

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 411.50 3.25 0.80% 799.25 258.50
Soybeans (cents/bu.) CBOT 928.00 18.00 1.98 1,636.75 622.00
Wheat (cents/bu.) CBOT 588.50 25.00 4.44 1,284.25 430.00
Live cattle (cents/lb.) CME 93.000 1.700 1.86 115.325 91.300
Cocoa ($/ton) ICE-US 2,277 33 1.47 3,273 1,845
Coffee (cents/lb.) ICE-US 117.65 2.30 1.99 178.90 109.35
Sugar (cents/lb.) ICE-US 11.70 0.47 4.19 15.85 9.89
Cotton (cents/lb.) ICE-US 50.22 0.78 1.58 98.45 49.44
Crude palm oil (ringgit/ton) MDEX 1,835.00 62 3.50 3,665 1,725
Cocoa (pounds/ton) LIFFE 1,367 5 0.37 1,706 979
Robusta coffee ($/ton) LIFFE 1,814 63 3.60 2,747 1,642

Copper (cents/lb.) COMEX 231.25 16.80 7.83 404.50 205.00
Gold ($/troy oz.) COMEX 842.50 –16.50 –1.92% 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1079.00 19.00 1.79 2,155.00 601.00
Aluminum ($/ton) LME 2,254.00 41.00 1.85 3,340.00 2,213.00
Tin ($/ton) LME 13,950.00 350.00 2.57 25,450 13,600
Copper ($/ton) LME 4,910.00 35.00 0.72 8,811.00 4,875.00
Lead ($/ton) LME 1,520.00 50.00 3.40 3,875.00 1,470.00
Zinc ($/ton) LME 1,475.00 103.00 7.51 3,169.50 1,372.00
Nickel ($/ton) LME 12,670 540 4.45 34,050 12,130

Crude oil ($/bbl.) NYMEX 81.68 3.69 4.73 148.60 19.75
Heating oil ($/gal.) NYMEX 2.3695 0.1260 5.62 4.2935 2.0400
RBOB gasoline ($/gal.) NYMEX 1.9211 0.0971 5.32 3.5547 1.6900
Natural gas ($/mmBtu) NYMEX 7.333 0.144 2.00 14.546 0.117
Brent crude ($/bbl.) ICE-EU 79.21 3.39 4.47 150.12 54.51
Gas oil ($/ton) ICE-EU 746.25 22.50 3.11 1,357.50 706.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 13
Per In

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

Argentina peso-a 4.3810 0.2283 3.2210 0.3105

Brazil real 2.9749 0.3361 2.1872 0.4572

Canada dollar 1.5693 0.6372 1.1538 0.8667
1-mo. forward 1.5686 0.6375 1.1533 0.8671

3-mos. forward 1.5654 0.6388 1.1509 0.8689
6-mos. forward 1.5643 0.6393 1.1501 0.8695

Chile peso 838.19 0.001193 616.25 0.001623
Colombia peso 3151.47 0.0003173 2317.00 0.0004316

Ecuador US dollar 1.3601 0.7352 1 1
Mexico peso-a 16.8502 0.0593 12.3885 0.0807

Peru sol 4.1349 0.2418 3.0400 0.3289
Uruguay peso-e 30.331 0.0330 22.300 0.0448

U.S. dollar 1.3601 0.7352 1 1
Venezuela bolivar 2.92 0.342390 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0125 0.4969 1.4796 0.6759
China yuan 9.2847 0.1077 6.8262 0.1465

Hong Kong dollar 10.5561 0.0947 7.7610 0.1288
India rupee 65.437 0.0153 48.110 0.0208

Indonesia rupiah 13357 0.0000749 9820 0.0001018
Japan yen 137.14 0.007292 100.83 0.009918

1-mo. forward 136.67 0.007317 100.48 0.009952
3-mos. forward 135.78 0.007365 99.83 0.010017

6-mos. forward 134.92 0.007412 99.19 0.010081
Malaysia ringgit-c 4.7626 0.2100 3.5015 0.2856

New Zealand dollar 2.2534 0.4438 1.6567 0.6036
Pakistan rupee 107.588 0.0093 79.100 0.0126

Philippines peso 64.063 0.0156 47.100 0.0212
Singapore dollar 2.0006 0.4998 1.4709 0.6799

South Korea won 1687.20 0.0005927 1240.45 0.0008062
Taiwan dollar 44.002 0.02273 32.351 0.03091
Thailand baht 46.606 0.02146 34.265 0.02918

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

Euro zone euro 1 1 0.7352 1.3602

1-mo. forward 0.9994 1.0006 0.7348 1.3610

3-mos. forward 0.9991 1.0009 0.7345 1.3614

6-mos. forward 0.9998 1.0002 0.7350 1.3605

Czech Rep. koruna-b 24.800 0.0403 18.234 0.0548

Denmark krone 7.4540 0.1342 5.4803 0.1825

Hungary forint 254.51 0.003929 187.12 0.005344

Norway krone 8.4694 0.1181 6.2268 0.1606

Poland zloty 3.5558 0.2812 2.6143 0.3825

Russia ruble-d 35.595 0.02809 26.170 0.03821

Slovak Rep. koruna 30.6360 0.03264 22.5240 0.04440

Sweden krona 9.6926 0.1032 7.1261 0.1403

Switzerland franc 1.5379 0.6503 1.1307 0.8844

1-mo. forward 1.5351 0.6514 1.1286 0.8860

3-mos. forward 1.5308 0.6533 1.1255 0.8885

6-mos. forward 1.5293 0.6539 1.1244 0.8894

Turkey lira-d 1.9038 0.5253 1.3997 0.7144

U.K. pound 0.7804 1.2814 0.5738 1.7429

1-mo. forward 0.7812 1.2800 0.5744 1.7410

3-mos. forward 0.7820 1.2787 0.5750 1.7393

6-mos. forward 0.7852 1.2736 0.5773 1.7323

MIDDLE EAST/AFRICA

Bahrain dinar 0.5139 1.9458 0.3779 2.6466

Egypt pound-a 7.5420 0.1326 5.5450 0.1803

Israel shekel 4.9339 0.2027 3.6275 0.2757

Jordan dinar 0.9626 1.0388 0.7078 1.4129

Kuwait dinar 0.3630 2.7546 0.2669 3.7467

Lebanon pound 2050.43 0.0004877 1507.50 0.0006634

Saudi Arabia riyal 5.1162 0.1955 3.7615 0.2659

South Africa rand 12.5033 0.0800 9.1926 0.1088

United Arab dirham 4.9965 0.2001 3.6735 0.2722

SDR -f 0.8913 1.1220 0.6553 1.5261
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 600 225.37 20.24 9.87% –38.2% –41.8%

 11 DJ Stoxx 50 2319.85 225.35 10.76 –37.0% –40.5%

 10 Euro Zone DJ Euro Stoxx 247.89 23.50 10.47 –40.3% –42.1%

 9 DJ Euro Stoxx 50 2688.32 266.45 11.00 –38.9% –39.4%

 6 Austria ATX 2257.78 255.73 12.77 –50.0% –53.1%

 7 Belgium Bel-20 2324.80 201.36 9.48 –43.7% –48.4%

 8 Czech Republic PX 981.5 93.0 10.47 –45.9% –45.6%

 9 Denmark OMX Copenhagen 281.79 25.06 9.76 –37.2% –42.1%

 8 Finland OMX Helsinki 6193.69 394.26 6.80 –46.6% –48.4%

 8 France CAC-40 3531.50 355.01 11.18 –37.1% –39.2%

 9 Germany DAX 5062.45 518.14 11.40 –37.2% –36.5%

 … Hungary BUX 15387.80 810.34 5.56 –41.3% –45.6%

 2 Ireland ISEQ 2942.47 71.22 2.48 –57.6% –62.9%

 6 Italy S&P/MIB 22642 2333 11.49 –41.3% –44.2%

 4 Netherlands AEX 285.27 27.22 10.55 –44.7% –48.4%

 5 Norway All-Shares 304.43 16.69 5.80 –46.6% –48.3%

 17 Poland WIG 31554.90 513.48 1.65 –43.3% –50.9%

 9 Portugal PSI 20 6921.48 640.45 10.20 –46.8% –45.6%

 … Russia RTSI 791.20 –53.55 –6.34% –65.5% –63.7%

 8 Spain IBEX 35 9955.7 958.0 10.65% –34.4% –34.4%

 15 Sweden OMX Stockholm 214.11 17.37 8.83 –39.1% –46.9%

 10 Switzerland SMI 5956.32 609.10 11.39 –29.8% –35.1%

 … Turkey ISE National 100 28961.94 466.01 1.64 –47.9% –50.3%

 7 U.K. FTSE 100 4256.90 324.84 8.26 –34.1% –35.9%

 9 ASIA-PACIFIC DJ Asia-Pacific 90.70 1.82 2.05 –42.6% –46.3%

 … Australia SPX/ASX 200 4180.7 220.0 5.55 –34.1% –38.0%

 … China CBN 600 15797.07 587.86 3.87 –61.9% –64.3%

 9 Hong Kong Hang Seng 16312.16 1515.29 10.24 –41.3% –44.8%

 12 India Sensex 11309.09 781.24 7.42 –44.3% –40.7%

 … Japan Nikkei Stock Average 8276.43 Closed –45.9% –52.3%

 … Singapore Straits Times 2076.35 128.02 6.57 –40.1% –45.6%

 11 South Korea Kospi 1288.53 47.06 3.79 –32.1% –36.7%

 10 AMERICAS DJ Americas 241.37 14.81 6.54 –36.0% –39.0%

 … Brazil Bovespa 40041.80 4432.26 12.45 –37.3% –36.1%

 10 Mexico IPC 21224.74 1319.47 6.63 –28.1% –34.2%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of October 10, 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* 226.42 –4.92%–43.9% –45.0%

3.20% 13 World (Developed Markets) 910.33 –4.98%–42.7% –44.3%

2.90% 14 World ex-EMU 106.59 –4.35%–41.1% –43.3%

3.00% 14 World ex-UK 907.80 –4.42%–42.1% –43.7%

4.10% 10 EAFE 1,209.71 –8.44%–46.3% –47.4%

3.20% 10 Emerging Markets (EM) 591.90 –4.36%–52.5% –50.9%

4.70% 9 EUROPE 71.63 –7.58%–43.8% –45.7%

4.90% 9 EMU 139.67 –8.27%–50.1% –49.2%

4.50% 10 Europe ex-UK 78.24 –6.93%–43.9% –45.3%

6.30% 8 Europe Value 80.42 –8.89%–46.9% –49.8%

3.10% 12 Europe Growth 62.03 –6.30%–40.6% –41.6%

4.00% 10 Europe Small Cap 117.65 –5.29%–45.3% –49.4%

3.00% 7 EM Europe 206.57 –4.00%–57.0% –53.0%

5.20% 8 UK 1,171.24 –8.75%–39.0% –39.4%

4.40% 10 Nordic Countries 107.44 –5.49%–47.9% –52.3%

2.10% 6 Russia 532.87 –0.43%–64.5% –58.5%

4.00% 12 South Africa 536.10 –2.26%–24.8% –25.0%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 253.94 –7.40%–52.1% –52.5%

2.20% 14 Japan 526.34 –7.28%–44.0% –49.0%

2.80% 11 China 36.62 –7.16%–57.1% –58.6%

1.30% 14 India 408.12 –7.86%–52.3% –41.9%

2.20% 10 Korea 346.12 –4.28%–33.0% –34.7%

6.50% 10 Taiwan 198.12 0.00%–40.7% –45.6%

2.30% 18 US BROAD MARKET 984.15 –0.72%–38.3% –40.6%

1.70% 36 US Small Cap 1,309.57 2.89%–34.0% –37.5%

2.70% 11 EM LATIN AMERICA 2,033.21 –6.52%–53.8% –50.9%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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IBM expands China R&D
Shanghai facility
furthers gravitation
to ‘huge laboratory’

Boeing, machinists return
to talks, with a mediator

Philips plans to cut jobs
as its profit rises 7.9%

Santander in talks for Sovereign

Sources: Duke University 2007; Engineering 
and Technology Board 2006
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By Roberta B. Cowan

AMSTERDAM—Philips Electron-
ics NV posted a 7.9% rise in third-
quarter net profit, boosted by a
gain, and announced plans to cut an
unspecified number of jobs as de-
mand in Europe and emerging mar-
kets slows down.

Philips Electronics Monday also
unveiled plans to ease its share-buy-
back program.

Chief Financial Officer Pierre-
Jean Sivignon said that reaching
the company’s target of 6% annual
sales growth between 2008 and
2010 is also “getting tough.”

With that backdrop,The Amster-
dam-based maker of shavers, televi-
sions, lighting and high-end medi-
cal equipment said it will cut costs
and jobs, booking Œ230 million
($308.5 million) in fourth-quarter
charges. It also plans to shift more
investment to emerging mar-
kets.Mr. Sivignon declined to com-
ment on the number of layoffs, but
he said the cuts would be made
across all units.

Monday, shares of Philips fell 50
euro cents, or 3.2%, to Œ15.28 in an
overall higher AEX market.

In the third quarter, Net profit
rose to Œ357 million from Œ331 mil-
lion a year earlier. The latest results
benefited from a gain of Œ302 mil-
lion on the August sale of Philips’s
remaining stake in Taiwan Semicon-
ductor Manufacturing Co.

Sales slipped 2% to Œ6.33 billion
from Œ6.47 billion. The decline is a
result of a dramatic deterioration in
consumer demand, with sales at
Philips’s consumer-lifestyle unit
down 8% from a year earlier and Eu-
ropean sales down 9%. In emerging
markets, sales increased 6% in the
third quarter from the year-earlier

quarter, but were down 16% from
the second quarter.

Results at the health-care busi-
ness, which is one of the world’s top
hospital-equipment makers and is
seen as a key growth driver for the
company, were hurt by lower vol-
umes and margin pressure in imag-
ing systems. Analysts said the divi-
sion performed worse than ex-
pected in terms of both sales and
profit margins.

Earnings before interest, taxes
and amortization, or Ebita, dropped
to Œ128 million from Œ444 million a
year earlier, dragged down by pre-
tax charges of Œ241 million tied to
the settlement of asbestos-related
claims, and restructuring-and-ac-
quisition-related charges of Œ89 mil-
lion.

ING analyst Marcel Achterberg
said overall the results were disap-
pointing, citing the slowdown in
consumer sales and emerging mar-
kets, deteriorating health-care mar-
gins and the slowdown in the share-
buyback program.

CORPORATE NEWS
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By J. Lynn Lunsford

Boeing Co. and its machinists
union spent the weekend at the bar-
gaining table with the assistance of
a federal mediator, their first negoti-
ations since a strike idled the compa-
ny’s commercial airplane produc-
tion lines in early September.

Both sides agreed to keep details
of the talks secret. A person familiar
with the situation said Sunday that
the two sides were “showing signs
of making progress,” but they re-
mained apart on some key issues,
making timing of resolution a new
three-year agreement uncertain.

Almost 27,000 members of the In-
ternational Association of Machin-
ists and Aerospace Workers walked
off the job on Sept. 6 after over-
whelmingly rejecting a proposed
contract that would have given
them an additional $34,000 in
wages over the life of the contract
but fell short of meeting the union’s
demands in other areas.

According to people familiar
with the situation, federal media-
tors shuttled between the two par-
ties as they attempted to work
through a number of touchy issues,
including language that would bal-
ance the company’s insistence on
having the final say on manufactur-
ing decisions while giving the union
more of a say in what types of work

can be outsourced.
Boeing and the union have had an

uneasy relationship for almost a de-
cade as the company has made
sweeping changes to the way it
makes airplanes, including using sup-
pliers to build bigger and bigger
pieces of each jetliner. At the same
time, Boeing has pushed to phase out
traditional pension compensation
and health-insurance plans in favor
of having its employees pay a greater
share of their medical expenses.

The union has been successful so
far in fending off huge changes to
workers’ pension and insurance
plans. But Boeing has won revisions
allowing contractors to do a larger
share of fabrication work once done
by company machinists. The com-
pany said it needs such flexibility in
order to stay competitive, particu-
larly as countries such as Japan,
China, Brazil and Russia are work-
ing to develop the capability to
build large jetliners.

Company officials have said they
are eager to resolve the strike, but
not at the expense of a contract that
delivers pay plans or other conces-
sions that could eventually put Boe-
ing in the same position as the three
major U.S. automobile companies.
Union officials say workers are enti-
tled to a greater share of Boeing’s
profits because they have played a
key role in increasing productivity.

By James T. Areddy

SHANGHAI—International Busi-
ness Machines Corp. is opening its
first research facility in about a de-
cade, inaugurating an operation in
Shanghai that will work to build
new applications for the Internet
and small businesses

The world’s biggest technology
companies, including Google Inc.
and Microsoft Corp., are increas-
ingly expanding research facilities
in China, which produces more than
700,000 electrical engineering grad-
uates each year.

China’s rapid growth, huge popu-
lation and vast number of private
businesses are enticing for research
operations like the one IBM is open-
ing, said John E. Kelly III, the Ar-
monk, N.Y., company’s director of re-
search.

China “is a huge laboratory in
which we can work,” Mr. Kelly said
in an interview Monday.

Hiring engineers in China tends
to be cheaper than Western coun-
tries, but IBM said the increasing
gravitation of its customers to
China is another reason for the
Shanghai lab.

IBM, which has eight R&D labs
world-wide, hasn’t opened a new re-
search facility anywhere since 1998,
when it opened two in India. The
Shanghai lab will work as an exten-
sion of IBM’s Beijing laboratory,
which was opened in 1995.

Mr. Kelly said the Shanghai facil-
ity “punctuates” IBM’s commitment
to long-term research, where suc-
cess is measured over the course of
multiple years. “We’re not hesitat-
ing in terms of our research,” he
said.

Despite growing concerns about
a world-wide slowdown in capital
spending by the big companies IBM
serves, IBM last week told investors
that it still expects global earnings
to rise 22% this year.

IBM sees opportunities arising
from the unprecedented turmoil in
the global financial industry, Mr.
Kelly said. Financial services is one
of IBM’s six biggest sectors, one
where revenue has risen more than
10% in recent years, according to
IBM’s 2007 annual report.

“There’s still huge opportunity
to build out financial- services infra-
structure,” Mr. Kelly added. “The op-

portunities are changing but they
are still enormous.”

Mr. Kelly didn’t make forecasts
about IBM’s business plans, but said
the crisis may underpin demand
even in hard-hit markets for stron-
ger financial-services technologies,
such as those that add transparency
to transactions or improve risk man-
agement techniques, which he
called “huge mathematics and ana-
lytics challenges.”

Located in a sleek technology
park in eastern Shanghai, the new fa-
cility will start with more than a
dozen computer scientists and engi-
neers, with plans to eventually grow
toward 100. It will be overseen by
Thomas Li, director of IBM China Re-
search Laboratory.

IBM didn’t disclose how much it
planned to spend on the new center.
Last year, IBM allocated $6.15 bil-
lion to research, development and
engineering, some 6.2% of its
$98.79 billion in revenue. Research
spending rose 0.8% as revenue
jumped about 8.1% in 2007.

Mr. Kelly said the Shanghai team
will work in close collaboration
with other facilities and develop
“next generation” Internet plat-
forms, including text to speech ap-
plications and translation software.

Monday in Shanghai, IBM re-
searchers were preparing demon-
strations of programs already devel-
oped in China, such as one that
helps retailers decide where to lo-
cate stores and another for fact-
checking potential clients. Another
tool, dubbed “Scissorhands,“ would
help users extract data and services
from up to 30 billion Internet pages
and make that information reusable
somewhere else.

By Matthew Karnitschnig,

Robin Sidel

And David Enrich

Spain’s Banco Santander SA con-
firmed Monday it is in talks to ac-
quire full control of Sovereign Ban-
corp Inc., a large U.S. thrift-holding
company hobbled by souring loans.

In a brief statement filed with
Spain’s stock market regulator,
Santander said it had yet to reach an
agreement to take over the Philadel-
phia-based lender.

Sovereign also released a state-
ment Monday confirming talks with
Santander “regarding a possible
business combination involving the
two companies.”

“It is not possible currently to
know whether such conversations
will lead to an agreement or not,”
Sovereign said.

People familiar with the matter
said Sunday that the two sides
hoped to complete a deal by Mon-
day.

Details of the transaction
weren’t clear, but Santander was ex-
pected to pay roughly Sovereign’s
stock price of $3.81, where it closed
Friday in 4 p.m. New York Stock Ex-
change composite trading. That
would value the company at about
$2.53 billion. Sovereign approached
Santander late last week, according
to a person familiar with the matter.

As banks around the world suf-
fer, Santander has held up well,
partly because of its minimal expo-
sure to U.S. mortgages and risky
trading businesses. The Madrid
bank’s Abbey National PLC unit in
the U.K. has said it doesn’t need to

tap the British government’s recapi-
talization effort. Given its resil-
ience, Santander is interested in
turning the industry’s woes to its ad-
vantage, also taking a look at Wash-
ington Mutual Inc. and Wachovia
Corp. in recent weeks.

Santander and large Spanish ri-
val Banco Bilbao Vizcaya Argen-
taria, or BBVA, have been hunting
for acquisitions in the U.S. because
it is seen as a higher growth market
than Western Europe, despite the
possibility of a U.S. recession. BBVA
has been particularly aggressive,
buying two Texas banks in 2006 and
Compass Bancshares Inc., a Birming-
ham, Ala., bank with about 400
branches from Florida to Arizona,
last year.

Santander has been considered a
potential buyer of Sovereign, which
has $79 billion in assets and 750
branches in the northeastern U.S.,
ever since the Spanish bank got a
24.9% stake in Sovereign three
years ago and three seats on its
board.

Under terms of that agreement,
Santander was entitled to bid for
Sovereign after May 31 of this year,
but the Spanish bank had to offer at
least $40 a share. That provision
was later amended to $38 a share.
With Sovereign’s stock price down
by more than 60% this year, the com-
pany’s directors appear likely to
waive those conditions, people
close to the talks said.

It was unclear what role federal
regulators have played in the talks.
Santander agreed as a condition of
its initial investment in Sovereign

to act as a “source of strength” if the
company ran into trouble. That
agreement may have put pressure
on the Spanish bank to step in.

The talks come just days after
Sovereign named a new top execu-
tive in an attempt to restore inves-
tor confidence. Paul A. Perrault
was named president and chief ex-
ecutive, effective in January, suc-
ceeding Joseph Campanelli, who
ran Sovereign following the ouster
of Jay Sidhu, Sovereign’s longtime
boss.

It isn’t clear whether Mr. Per-
rault will stay on in the top role if
the Santander deal is completed.
“They have big ambitions in the
U.S. and want to find the right per-
son to build that around,” said a
person familiar with the situation,
referring to Santander.

The Sovereign deal, if carried
out, would launch a big project for
Santander’s management at a time
when the bank is preparing to inte-
grate a slew of other recently ac-
quired assets.

“Making an acquisition of this
size in a market where Santander
has no presence, at the same time as
integration efforts are being made
in three different markets might
lead to some further dispersion of
management attentions, increasing
integration risks,” said Carlos Peix-
oto of Portuguese brokerage BPI.

Later this month, bank execu-
tives are set to unveil integration
plans for Brazil’s Banco Real, the
unit of ABN Amro Santander bought
for roughly Œ10 billion ($13.4 bil-
lion) last year.
 —Christopher Bjork

contributed to this article.
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Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 10/03 USD 41.64 –44.4 –40.8 –8.3
LG Asian Plus AS EQ CYM 10/03 USD 47.71 –44.1 –40.8 –3.6
LG Asian SmallerCo's AS EQ BMU 10/09 USD 56.42 –64.5 –66.3 –30.0
LG India EA EQ MUS 10/03 USD 44.47 –52.4 –42.0 –5.0
Siberian Investment Co EE EQ IRL 09/15 USD 35.18 –60.1 –55.2 –22.0

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/09 EUR 32.08 –56.1 –63.6 –25.1
MP-TURKEY.SI OT OT SVN 10/09 EUR 25.76 –49.5 –54.0 –17.6

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 10/07 EUR 4.03 –55.1 –55.9 NS
Parex Eastern Europ Bd EU BD LVA 10/07 USD 12.21 –10.7 –9.0 –1.8
Parex Russian Eq EE EQ LVA 10/07 USD 12.95 –59.2 –53.6 –17.6
Parex Ukrainian Eq EU EQ LVA 10/07 EUR 3.69 –64.0 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 10/09 USD 119.38 –49.4 –52.9 –10.6
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/09 USD 114.80 –49.9 –53.3 –11.3
PF (LUX)-Biotech-Pca OT EQ LUX 10/08 USD 295.02 –11.3 –15.9 5.4
PF (LUX)-CHF Liq-Pca CH MM LUX 10/08 CHF 123.67 1.4 1.9 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/08 CHF 95.46 1.4 1.9 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/08 EUR 132.93 –40.2 –43.3 –18.3
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/08 USD 78.12 –42.9 –40.1 –11.5
PF (LUX)-East Eu-Pca EU EQ LUX 10/08 EUR 193.91 –62.3 –60.4 –27.1
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/09 USD 102.36 –55.7 –56.0 –15.1
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/09 USD 335.90 –54.2 –54.3 –15.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/08 EUR 87.22 –36.1 –39.4 –16.8
PF (LUX)-EUR Bds-Pca EU BD LUX 10/08 EUR 370.65 2.6 2.3 0.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/08 EUR 291.08 2.6 2.3 0.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/08 EUR 123.90 –5.5 –6.3 –3.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/08 EUR 90.32 –5.5 –6.3 –3.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/08 EUR 112.11 –21.7 –24.1 –12.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/08 EUR 72.51 –21.7 –24.1 –12.0
PF (LUX)-EUR Liq-Pca EU MM LUX 10/08 EUR 133.58 2.9 3.7 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/08 EUR 99.78 2.9 3.7 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/08 EUR 358.47 –41.2 –45.7 –20.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/08 EUR 115.32 –37.4 –42.7 –20.6
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/08 USD 182.69 –9.0 –6.5 0.0
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/08 USD 130.26 –9.0 –6.5 0.0
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/08 USD 14.11 –42.0 –44.7 –19.2
PF (LUX)-Gr China-Pca AS EQ LUX 10/09 USD 226.63 –47.0 –49.8 –2.0
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/08 USD 223.03 –57.9 –49.3 –10.0
PF (LUX)-Jap Index-Pca JP EQ LUX 10/09 JPY 8715.87 –38.6 –45.4 –24.4
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/09 JPY 8091.72 –39.6 –49.1 –28.3
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/09 JPY 7909.65 –39.9 –49.4 –28.7
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/09 JPY 4224.73 –38.7 –47.2 –28.5
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/09 USD 180.36 –43.5 –46.0 –7.4
PF (LUX)-Piclife-Pca CH BA LUX 10/08 CHF 720.39 –15.2 –18.7 –7.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/08 EUR 49.61 –35.5 –41.8 –18.5
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/08 USD 32.39 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/08 USD 70.69 –36.7 –41.3 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/08 EUR 370.59 –40.0 –45.9 –17.7
PF (LUX)-US Eq-Ica US EQ LUX 10/08 USD 88.68 –31.1 –33.8 –11.4
PF (LUX)-USA Index-Pca US EQ LUX 10/08 USD 78.68 –32.2 –35.7 –13.4
PF (LUX)-USD Bds-Pca US BD LUX 10/08 USD 491.20 4.1 7.8 5.6
PF (LUX)-USD Bds-Pdi US BD LUX 10/08 USD 371.12 4.1 7.8 5.6
PF (LUX)-USD Liq-Pca US MM LUX 10/08 USD 129.52 1.9 2.9 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/08 USD 87.31 1.9 2.9 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/08 EUR 108.57 –30.5 –32.1 –12.8
PF (LUX)-WldGovBds-Pca GL BD LUX 10/08 USD 152.06 3.3 7.6 6.7

PF (LUX)-WldGovBds-Pdi GL BD LUX 10/08 USD 128.68 3.3 7.6 6.7
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/08 USD 57.08 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 10/09 USD 8.30 –42.6 –45.9 –19.7
Japan Fund USD JP EQ IRL 10/10 USD 11.36 –32.5 –36.7 –20.2

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 08/29 USD 91.52 –9.3 –6.8 NS
Discovery USD A OT OT CYM 08/29 USD 115.27 3.3 15.0 9.3
Elbrus USD A GL EQ CYM 08/29 USD 12.17 –25.7 –10.6 12.4
Europn Conviction USD B EU EQ CYM 08/29 USD 118.01 3.3 9.2 7.2
Europn Forager USD B OT OT CYM 08/29 USD 198.32 –3.3 –4.8 8.4
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 08/29 USD 13.89 1.9 2.4 16.3
Paragon Limited USD A EU EQ CYM 08/29 USD 307.57 11.9 27.2 21.1
UK Fund USD A OT OT CYM 08/29 USD 169.04 6.3 1.9 6.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/30 USD 92.47 NS –21.5 4.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/09 EUR 620.35 –37.0 –41.0 NS
Core Eurozone Eq B EU EQ IRL 10/09 EUR 708.68 NS NS NS
Euro Fixed Income A EU BD IRL 10/09 EUR 1156.70 –7.4 –8.7 –5.1
Euro Fixed Income B EU BD IRL 10/09 EUR 1225.80 –7.0 –8.1 –4.6
Euro Small Cap A EU EQ IRL 10/09 EUR 1020.91 –42.0 –48.6 –24.4
Euro Small Cap B EU EQ IRL 10/09 EUR 1085.57 –41.8 –48.3 –23.9
Eurozone Agg Eq A EU EQ IRL 10/09 EUR 553.23 –42.2 –46.0 NS
Eurozone Agg Eq B EU EQ IRL 10/09 EUR 789.29 –42.0 –45.7 –20.5
Glbl Bd (EuroHdg) A GL BD IRL 10/09 EUR 1231.58 –4.8 –4.4 –2.0
Glbl Bd (EuroHdg) B GL BD IRL 10/09 EUR 1297.67 –4.2 –3.8 –1.3
Glbl Bd A EU BD IRL 10/09 EUR 1007.30 –0.1 –1.8 –3.5
Glbl Bd B EU BD IRL 10/09 EUR 1064.64 0.4 –1.3 –2.9
Glbl Real Estate A OT EQ IRL 10/09 USD 782.13 –38.5 –46.5 –21.2
Glbl Real Estate B OT EQ IRL 10/09 USD 800.42 –38.2 –46.2 –20.7
Glbl Real Estate EH-A OT EQ IRL 10/09 EUR 745.51 –36.5 –45.1 –22.5
Glbl Real Estate SH-B OT EQ IRL 10/09 GBP 70.58 –35.7 –44.2 –21.1
Glbl Strategic Yield A EU BD IRL 10/09 EUR 1269.99 –15.0 –16.3 –6.1
Glbl Strategic Yield B EU BD IRL 10/09 EUR 1349.04 –14.6 –15.8 –5.5
Japan Equity A JP EQ IRL 10/09 JPY 10932.00 –41.2 –48.7 –26.8
Japan Equity B JP EQ IRL 10/09 JPY 11567.00 –40.9 –48.4 –26.4
Multi St Cash Plus EH-A GL EQ IRL 10/09 EUR 986.73 –2.5 –2.6 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/09 USD 1424.51 –46.2 –48.4 –10.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/09 USD 1508.85 –45.9 –48.1 –10.3
Pan European Eq A EU EQ IRL 10/09 EUR 807.35 –40.6 –44.4 –21.0
Pan European Eq B EU EQ IRL 10/09 EUR 854.44 –40.4 –44.1 –20.5
US Equity A US EQ IRL 10/09 USD 684.81 –41.0 –43.8 –17.5
US Equity B US EQ IRL 10/09 USD 727.87 –40.7 –43.4 –17.0
US Small Cap A US EQ IRL 10/09 USD 1033.48 –39.8 –44.9 –18.3
US Small Cap B US EQ IRL 10/09 USD 1099.11 –39.6 –44.6 –17.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/10 SEK 57.77 –50.5 –55.4 –29.2
Choice Japan Fd JP EQ LUX 10/10 JPY 43.83 –44.6 –51.3 –30.4
Choice Jpn Chance/Risk JP EQ LUX 10/10 JPY 45.94 –48.7 –54.1 –29.9
Choice NthAmChance/Risk US EQ LUX 10/10 USD 2.98 –42.9 –44.5 –19.7
Europe 2 Fd EU EQ LUX 10/10 EUR 0.74 –49.0 –52.5 –25.8
Europe 3 Fd EU EQ LUX 10/10 GBP 2.60 –44.8 –45.3 –19.2
Global Chance/Risk Fd GL EQ LUX 10/09 EUR 0.54 –31.6 –37.9 –17.8
Global Fd GL EQ LUX 10/10 USD 1.66 –43.7 –46.6 –19.2
Intl Mixed Fd -C- NO BA LUX 10/10 USD 22.18 –33.4 –35.1 –12.3
Intl Mixed Fd -D- NO BA LUX 10/10 USD 15.65 –33.4 –35.1 –11.1
Wireless Fd OT EQ LUX 10/10 EUR 0.11 –44.1 –48.7 –18.7

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/10 USD 4.45 –51.1 –54.7 –15.9
Currency Alpha EUR -IC- OT OT LUX 10/10 EUR 11.08 8.4 6.2 NS
Currency Alpha EUR -RC- OT OT LUX 10/10 EUR 11.04 8.1 5.7 NS
Currency Alpha SEK -ID- OT OT LUX 10/10 SEK 107.46 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/10 SEK 106.51 NS NS NS
Generation Fd 80 OT OT LUX 10/10 SEK 6.28 –33.6 –37.4 NS
Nordic Focus EUR NO EQ LUX 10/10 EUR 56.71 –42.7 NS NS
Nordic Focus NOK NO EQ LUX 10/10 NOK 59.45 NS NS NS
Nordic Focus SEK NO EQ LUX 10/10 SEK 58.27 –41.5 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/10 USD 0.79 –51.2 –54.9 –14.8

Choice North America Eq. Fd US EQ LUX 10/10 USD 1.40 –42.2 –44.2 –20.3
Ethical Global Fd GL EQ LUX 10/10 USD 0.62 –43.6 –47.2 –20.3
Ethical Sweden Fd NO EQ LUX 10/10 SEK 28.06 –37.0 –44.6 –17.8
Europe Fd EU EQ LUX 10/10 USD 1.67 –52.9 –54.4 –15.9
Global Equity Fd GL EQ LUX 10/10 USD 1.07 –43.3 –46.4 –18.1
Index Linked Bd Fd SEK OT BD LUX 10/10 SEK 12.88 3.1 6.3 3.3
Medical Fd OT EQ LUX 10/10 USD 2.65 –31.2 –31.5 –13.7
Short Medium Bd Fd SEK NO MM LUX 10/10 SEK 9.06 2.1 2.8 2.7
Technology Fd OT EQ LUX 10/10 USD 1.68 –41.1 –43.1 –15.8
World Fd GL EQ LUX 10/10 USD 1.72 –35.6 –39.2 –8.5

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/10 EUR 1.26 1.3 1.6 2.2
Short Bond Fd SEK NO MM LUX 10/10 SEK 21.31 1.6 2.3 2.5
Short Bond Fd USD US MM LUX 10/10 USD 2.48 1.1 2.2 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/09 SEK 10.02 –1.9 –1.2 –0.1
Alpha Bond Fd SEK -B- NO BD LUX 10/09 SEK 9.00 –1.9 –1.2 –0.1
Alpha Bond Fd SEK -C- NO BD LUX 10/10 SEK 24.95 –2.6 –1.9 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 10/10 SEK 8.31 –2.6 –1.9 –0.5
Alpha Short Bd SEK -A- NO MM LUX 10/09 SEK 10.72 2.1 2.9 2.8
Alpha Short Bd SEK -B- NO MM LUX 10/09 SEK 10.06 2.1 2.9 2.8
Alpha Short Bd SEK -C- NO MM LUX 10/10 SEK 20.97 1.9 2.6 2.7
Alpha Short Bd SEK -D- NO MM LUX 10/10 SEK 8.72 1.9 2.6 2.7
Bond Fd EUR -C- EU BD LUX 10/10 EUR 1.25 3.0 3.6 1.4
Bond Fd EUR -D- EU BD LUX 10/10 EUR 0.50 3.0 3.6 1.5
Bond Fd SEK -C- NO BD LUX 10/10 SEK 39.24 3.9 4.8 2.7
Bond Fd SEK -D- NO BD LUX 10/10 SEK 11.77 2.7 3.6 2.1
Corp. Bond Fd EUR -C- EU BD LUX 10/10 EUR 1.06 –9.4 –10.4 –5.4
Corp. Bond Fd EUR -D- EU BD LUX 10/09 EUR 0.84 –8.7 –9.7 –5.2
Corp. Bond Fd SEK -C- NO BD LUX 10/10 SEK 10.82 –10.3 –10.5 –5.2
Corp. Bond Fd SEK -D- NO BD LUX 10/10 SEK 8.50 –10.2 –10.4 –5.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/10 EUR 97.08 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/10 EUR 96.92 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/10 SEK 101.24 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/10 SEK 934.99 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/10 SEK 20.28 2.8 3.4 2.9
Flexible Bond Fd -D- NO BD LUX 10/10 SEK 11.48 2.8 3.4 2.9

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/10 SEK 90.30 –15.0 –16.9 –6.3
Global Hedge I SEK -D- OT OT LUX 10/10 SEK 82.52 –17.4 –19.3 –7.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/10 USD 1.53 –54.0 –53.9 –12.7

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/10 SEK 16.67 –50.1 –55.8 –22.7
Europe Chance/Risk Fd EU EQ LUX 10/10 EUR 831.01 –51.1 –54.3 –27.3

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/09 USD 14.35 –56.6 –60.4 –3.7
Eq. Pacific A AS EQ LUX 10/09 USD 7.11 –48.7 –50.5 –7.0

n SGAM Fund
Bonds CHF A CH BD LUX 10/09 CHF 27.16 4.1 4.3 0.6
Bonds ConvEurope A EU BD LUX 10/08 EUR 29.79 2.5 3.8 7.6
Bonds Eur Corp A EU BD LUX 10/09 EUR 19.90 –9.3 –9.8 –5.3
Bonds Eur Hi Yld A EU BD LUX 10/08 EUR 16.11 –24.0 –25.8 –12.8
Bonds EURO A EU BD LUX 10/09 EUR 38.06 3.0 3.7 1.4
Bonds Europe A EU BD LUX 10/09 EUR 36.50 2.1 2.1 0.8
Bonds US MtgBkSec A US BD LUX 10/09 USD 22.42 –11.1 –9.2 –2.7
Bonds US OppsCoreplus A US BD LUX 10/09 USD 31.08 –1.3 1.4 2.9
Bonds World A GL BD LUX 10/09 USD 37.58 1.1 5.6 7.2
Eq. ConcentratedEuropeA EU EQ LUX 10/09 EUR 22.23 –44.9 –47.6 –24.4
Eq. Eastern Europe A EU EQ LUX 10/09 EUR 17.65 –59.9 –59.4 –26.4
Eq. Equities Global Energy OT EQ LUX 10/09 USD 14.15 –43.8 –39.8 –6.7
Eq. Euroland A EU EQ LUX 10/09 EUR 9.70 –43.8 –46.4 –21.9
Eq. Euroland MidCapA EU EQ LUX 10/09 EUR 16.40 –43.4 –49.3 –24.5
Eq. EurolandCyclclsA EU EQ LUX 10/09 EUR 14.36 –43.3 –44.3 –15.8
Eq. EurolandFinancialA OT EQ LUX 10/09 EUR 11.29 –39.4 –44.0 –25.4
Eq. Glbl Emg Cty A GL EQ LUX 10/09 USD 6.41 –52.5 –52.9 –14.0
Eq. Global A GL EQ LUX 10/09 USD 21.43 –44.0 –46.6 –21.1
Eq. Global Technol A OT EQ LUX 10/09 USD 3.96 –44.2 –50.8 –23.8
Eq. Gold Mines A OT EQ LUX 10/09 USD 18.87 –37.0 –35.5 –8.3
Eq. Japan A JP EQ LUX 10/09 JPY 747.55 –43.5 –49.8 –29.1
Eq. Japan Sm Cap A JP EQ LUX 10/09 JPY 810.71 –52.4 –58.2 –43.5
Eq. Japan Target A JP EQ LUX 10/09 JPY 1425.36 –29.6 –37.4 –21.6
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 10/09 GBP 10.16 –40.4 –44.6 –22.6
Eq. US ConcenCore A US EQ LUX 10/09 USD 16.45 –38.7 –40.5 –16.7

Eq. US Lg Cap Gr A US EQ LUX 10/09 USD 11.77 –41.5 –43.0 –18.3
Eq. US Mid Cap A US EQ LUX 10/09 USD 20.53 –47.5 –50.1 –17.2
Eq. US Multi Strg A US EQ LUX 10/08 USD 18.32 –36.4 –40.0 –17.2
Eq. US Rel Val A US EQ LUX 10/09 USD 16.82 –41.2 –46.4 –23.7
Eq. US Sm Cap Val A US EQ LUX 10/09 USD 14.73 –41.0 –48.1 –24.0
Eq. US Value Opp A US EQ LUX 10/09 USD 14.58 –42.8 –47.8 –26.6
Money Market EURO A EU MM LUX 10/09 EUR 26.88 3.4 4.4 4.0
Money Market USD A US MM LUX 10/09 USD 15.67 2.3 3.4 4.2

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 09/15 USD 10.83 –26.7 –3.6 4.4
UAE Blue Chip Fund Acc AS EQ ARE 09/25 AED 8.76 –24.8 3.1 1.3

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 10/10 EEK 131.77 –50.8 –56.1 –27.4
New Europe Small Cap EUR EE EQ EST 10/10 EEK 68.83 –50.6 –55.9 –26.0
Second Wave EUR EE EQ EST 10/10 EEK 128.13 –53.4 –56.8 –19.3

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/10 JPY 8439.00 –49.7 –57.4 –33.1
YMR-N Japan Fund JP EQ IRL 10/10 JPY 9490.00 –45.4 –54.8 –28.2
YMR-N Low Price Fund JP EQ IRL 10/10 JPY 12067.00 –47.1 –55.3 –31.0
YMR-N Small Cap Fund JP EQ IRL 10/10 JPY 5440.00 –56.1 –63.3 –40.0
Yuki Mizuho Gen Jpn III JP EQ IRL 10/10 JPY 4535.00 –51.2 –57.8 –31.7
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/10 JPY 4827.00 –50.3 –58.4 –35.1
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/10 JPY 6378.00 –49.1 –55.5 –33.3
Yuki Mizuho Jpn Gen JP EQ IRL 10/10 JPY 8028.00 –47.8 –57.3 –31.0
Yuki Mizuho Jpn Gro JP EQ IRL 10/10 JPY 6032.00 –51.1 –58.6 –34.5
Yuki Mizuho Jpn Inc JP EQ IRL 10/10 JPY 7797.00 –40.5 –50.2 –25.2
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/10 JPY 5055.00 –46.4 –53.8 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/10 JPY 10073.00 –44.4 –51.2 –28.1
Yuki Mizuho Jpn PGth JP EQ IRL 10/10 JPY 7832.00 –52.3 –58.4 –33.1
Yuki Mizuho Jpn SmCp JP EQ IRL 10/10 JPY 5298.00 –58.2 –64.1 –38.9
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/10 JPY 5119.00 –45.5 –52.6 –30.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/10 JPY 2355.00 –58.8 –66.1 –49.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/10 JPY 4419.00 –50.1 –56.2 –32.7
Yuki 77 General JP EQ IRL 10/10 JPY 5923.00 –48.5 –56.5 –31.6
Yuki 77 Growth JP EQ IRL 10/10 JPY 6463.00 –47.3 –55.4 –32.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/10 JPY 6312.00 –45.8 –55.9 –31.9
Yuki Chugoku Jpn Gro JP EQ IRL 10/10 JPY 5144.00 –49.0 –54.9 –30.4
Yuki Chugoku Jpn Inc JP EQ IRL 10/10 JPY 5119.00 –41.1 –47.7 –26.0
Yuki Chugoku JpnLowP JP EQ IRL 10/10 JPY 7295.00 –44.0 –53.1 –26.4
Yuki Chugoku JpnPurGth JP EQ IRL 10/10 JPY 4657.00 –46.8 –56.1 –31.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/10 JPY 6792.00 –47.2 –55.7 –31.6

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/10 JPY 4577.00 –48.1 –55.9 –30.6
Yuki Hokuyo Jpn Gro JP EQ IRL 10/10 JPY 4711.00 –41.4 –50.8 –29.4
Yuki Hokuyo Jpn Inc JP EQ IRL 10/10 JPY 5317.00 –36.9 –46.6 –24.8

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/10 JPY 4840.00 –50.1 –58.1 –33.3
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/10 JPY 4740.00 –46.9 –54.6 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/10 JPY 5169.00 –46.0 –58.7 –30.7

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 35.88 –88.1 –86.3 –46.7
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 83.14 –42.1 –31.7 –15.5
788 Japan Fund Ltd OT OT CYM 09/30 USD 38.51 –68.9 –63.5 –41.5

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 08/29 USD 48.85 –25.9 –18.6 –5.9

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 10/03 USD 825.51 –22.1 –21.1 0.8
AJR International B US EQ VGB 10/03 USD 138.45 –22.1 –21.2 0.1
Cambrian Asia Ltd. AS EQ VGB 10/03 JPY 6192.00 –36.6 –35.2 NS
Cambrian Europe Ltd. EU EQ VGB 10/03 EUR 73.03 –30.2 –32.3 NS
Cambrian Fund Ltd. A US EQ VGB 10/03 USD 501.79 –41.8 –38.2 –10.7
Cambrian Fund Ltd. B US EQ VGB 10/03 USD 122.42 –41.8 –38.4 –11.5
Rodinia Fund Ltd US EQ VGB 10/03 USD 113.22 –21.5 –21.4 –5.8

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 08/29 USD 1563.70 –4.1 –3.4 3.4
CMA MultHdge Arbtrge OT OT CYM 08/31 USD 1865.29 –3.4 –2.3 3.9
CMA MultHdge Balncd OT OT CYM 08/29 USD 1349.81 –3.6 –2.1 3.0
CMA MultHdge Growth OT OT CYM 08/29 USD 1970.12 –0.2 0.7 4.9
CMA MultiHdge Lvrgd OT OT CYM 08/29 USD 1324.29 –7.3 –8.4 3.2

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 08/29 EUR 121.66 –6.1 –1.9 3.6
D'Auriol Opp F3 EUR EU MM CYM 08/29 EUR 1246.48 –9.0 –5.5 0.7

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 10/03 USD 848.20 –52.4 –46.7 NS

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 08/29 GBP 1.53 –5.7 –4.7 2.8
Euro Absolute EUR OT OT GGY 08/29 EUR 2.15 –6.3 –5.4 1.1
Global Absolute OT OT GGY 08/29 GBP 1.08 –3.5 0.1 6.1
Global Absolute USD OT OT GGY 08/29 USD 2.00 –4.7 1.4 5.9

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 08/29 EUR 107.04 –4.4 0.7 NS
Special Opp Inst EUR OT OT CYM 08/29 EUR 100.53 –3.9 1.6 NS
Special Opp Inst USD OT OT CYM 08/29 USD 109.69 –4.0 1.9 NS
Special Opp USD OT OT CYM 08/29 USD 108.44 –4.4 1.2 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 08/29 EUR 137.62 –2.8 3.9 8.9
GH Fund CHF Hdg OT OT JEY 08/29 CHF 117.21 –4.4 0.3 4.5
GH Fund EUR Hdg OT OT JEY 08/29 EUR 127.69 –3.3 2.3 6.5
GH Fund EUR Hdg (Non-V II) OT OT JEY 08/29 EUR 113.35 –3.2 2.3 6.5
GH Fund EUR Hdg (Non-V) OT OT JEY 08/29 EUR 127.69 –3.3 2.3 6.5
GH Fund GBP Hdg OT OT JEY 08/29 GBP 139.76 –2.4 4.0 8.3
GH Fund Inst EUR OT OT JEY 08/29 EUR 97.98 NS NS NS
GH Fund Inst JPY OT OT JEY 08/29 JPY 9643.52 –5.0 –0.2 NS
GH Fund Inst USD OT OT JEY 08/29 USD 113.92 –3.0 3.3 8.4
GH FUND S EUR OT OT CYM 08/29 EUR 133.51 –2.3 3.6 7.8
GH FUND S GBP OT OT CYM 08/29 GBP 138.36 –1.8 4.9 9.3
GH Fund S USD OT OT CYM 08/29 USD 152.09 –2.6 3.9 9.0
GH Fund USD OT OT GGY 08/29 USD 282.16 –3.5 2.6 7.7
Hedge Investments OT OT JEY 08/29 USD 142.53 –2.9 3.0 7.8
Leverage GH USD OT OT GGY 08/29 USD 137.26 –10.0 –0.7 8.5
MultiAdv Arb CHF Hdg OT OT JEY 08/29 CHF 107.57 –5.7 –4.6 0.6
MultiAdv Arb EUR Hdg OT OT JEY 08/29 EUR 116.21 –4.4 –2.7 2.4
MultiAdv Arb GBP Hdg OT OT JEY 08/29 GBP 126.44 –3.8 –1.6 3.5

MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 08/29 EUR 122.55 –3.8 –1.6 3.7
MultiAdv Arb S GBP OT OT CYM 08/29 GBP 128.91 –3.0 –0.3 5.2
MultiAdv Arb S USD OT OT CYM 08/29 USD 135.52 –4.2 –1.7 4.7
MultiAdv Arb USD OT OT GGY 08/29 USD 212.06 –5.0 –2.9 3.3

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 08/29 USD 124.20 –6.8 –2.3 3.4
Asian AdbantEdge EUR OT OT JEY 08/29 EUR 103.08 –13.1 –5.5 NS
Asian AdvantEdge OT OT JEY 08/29 USD 184.79 –13.5 –5.3 7.7
Emerg AdvantEdge OT OT JEY 08/29 USD 176.63 –14.6 –5.1 6.7
Emerg AdvantEdge EUR OT OT JEY 08/29 EUR 102.09 –14.4 –5.8 NS
Europ AdvantEdge EUR OT OT JEY 08/29 EUR 133.01 –6.7 –5.5 2.1
Europ AdvantEdge USD OT OT JEY 08/29 USD 138.64 –7.2 –5.6 2.9
Japan AdvantEdge JPY OT OT JEY 08/29 JPY 8537.03 –9.1 –8.7 –9.3
Japan AdvantEdge USD OT OT JEY 08/29 USD 99.02 –7.8 –5.9 –5.4
Lvgd Alpha AdvantEdge OT OT JEY 08/29 USD 122.02 –15.9 –9.5 0.7
Trading AdvantEdge OT OT GGY 08/29 USD 141.03 4.8 21.6 16.2
Trading AdvantEdge EUR OT OT GGY 08/29 EUR 127.62 4.5 20.2 14.6
Trading AdvantEdge GBP OT OT GGY 08/29 GBP 133.66 6.2 22.9 16.7
US AdvantEdge OT OT JEY 08/29 USD 123.37 –2.4 2.4 5.2

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 10/02 EUR 247.76 –2.6 –2.3 2.4
Integrated Dir Trading EUR OT OT CYM 08/29 EUR 106.96 4.4 15.7 9.4
Integrated Emg Markets EUR OT OT CYM 08/29 EUR 89.90 –14.4 –10.7 –0.6
Integrated European EUR OT OT CYM 08/29 EUR 154.66 4.1 4.1 4.9
Integrated Event Driven EUR OT OT CYM 08/29 EUR 100.27 –6.5 –3.3 5.2
Integrated Lg/Sh Sel F EUR OT OT CYM 08/29 EUR 93.70 –6.3 –3.6 4.8
Integrated MultSt B EUR OT OT VGB 08/29 EUR 133.88 –4.1 0.3 3.6
Integrated Relative Value EUR OT OT CYM 08/29 EUR 99.37 –1.1 0.2 3.8

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 08/31 EUR 2078.83 –5.7 –2.3 5.6
KBL SPOP Investing OT OT LUX 08/31 USD 2005.77 –6.0 –2.2 6.6
KBL SPOP Long/Short Eq OT OT LUX 08/31 USD 543.52 –17.9 –10.0 NS
KBL SPOP Long/Short Eq OT OT LUX 08/31 EUR 536.69 –17.5 –10.0 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 10/03 USD 322.26 –61.2 –60.2 –36.7

Antanta MidCap Fund EE EQ AND 10/03 USD 603.29 –66.7 –62.0 –27.2
Meriden Opps Fund GL OT AND 10/08 EUR 100.56 –10.3 NS –1.3
Meriden Protective Div GL EQ AND 10/06 EUR 85.43 5.3 –6.2 –7.2

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 10/07 USD 65.56 37.7 70.2 26.3
Superfund GCT USD* GL EQ LUX 10/07 USD 3170.00 30.7 50.0 18.2
Superfund Gold A (SPC) GL OT CYM 10/07 USD 1009.00 14.8 48.0 29.8
Superfund Gold B (SPC) GL OT CYM 10/07 USD 1087.60 16.2 56.3 33.9
Superfund Q-AG* OT OT AUT 10/07 EUR 7785.00 20.4 31.9 14.8

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 10/03 EUR 140.56 –0.7 8.4 3.0
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 10/03 USD 294.98 –1.6 7.7 4.3
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NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 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.

T H E WA L L ST R E ET JOU R NA L . TUESDAY, OCTOBER 14, 2008 27




