
Airbus says demand for its
planes is holding up amid the
economic downturn but aircraft
lessors express concern that de-
mand may soften, sending jet-
liner prices tumbling. Air-traffic
volumes are closely tied to eco-
nomic growth, so recessions typ-
ically slash all kinds of air
travel. Page 1

n InBev delayed plans for a $9.8
billion rights offering to help fund
its Anheuser purchase and will
use a bridge loan instead. Page 2

n The Nikkei surged 14%, lead-
ing a broad Asian rally as inves-
tors endorsed global efforts at
financial bailouts. Page 22

n European shares climbed
again as investors continued
to cheer bailout plans for
banks, but the rally dried up
in the U.S. Pages 17, 18

n Iceland’s OMX 15 index fell
5.8% on resumed trading as offi-
cials continued to seek foreign
capital and ask banks to help
limit capital outflows. Page 5

n The U.A.E. will inject an ad-
ditional $19 billion into its fi-
nancial system to encourage
banks to lend. Page 5

n German investor morale
fell last month, a private insti-
tute’s survey found. Euro-zone
industrial output rose 1.1% in
August. Page 9

n Merrill Lynch raised $2.65
billion for a fund focused on
real estate in Asia, in a sign in-
vestors see bargains. Page 19

n JCDecaux and News Corp. are
abandoning a plan to combine
some operations in a deal that
would have created the world’s
largest outdoor-ad firm. Page 6

n Big reinsurers stand to gain
as insurers seek ways to spread
risk and lower costs. Page 22

n Capital flows into China
have slowed sharply and even
reversed in recent months, ac-
cording to official data. Page 4

n Hong Kong will fully guaran-
tee all bank deposits, and it an-
nounced a new facility to pro-
vide capital to banks. Page 4

Latest steps,
if not a cure,
will ease pain

U.S. officials released a plan to
take stakes in nine large financial
institutions in an effort to help
revive the banking sector and
ease the credit crunch. The U.S.
plans to funnel up to $250 billion
from the $700 billion rescue
package into thousands of banks.
Banks have a month to join the
Treasury’s program. Page 1

n Britain’s Brown is using his
platform as financial statesman
to push for a global system of
financial supervision. Page 10

n Obama has taken a solid lead
in four battleground states, un-
derscoring McCain’s challenge
as the two candidates meet in a
final debate Wednesday. Page 10

n North Korea let U.N. moni-
tors back into its main nuclear
site, but it was unclear whether
Pyongyang fulfilled a pledge to
resume disabling the facilities.

n Pakistan’s President Zard-
ari began a four-day state visit
to China, seeking aid for his
near-bankrupt country. Page 10

n A roadside bomb killed three
NATO soldiers in Afghanistan.
NATO ordered troops to pull back
from firefights instead of calling
airstrikes endangering civilians.

n Pakistan’s fight against mili-
tants near the Afghan border
has reportedly forced 190,000
people to flee, the U.N. said, as
fresh clashes killed 17 militants.

n China ordered stores to pull
all milk products made before
Sept. 14 from shelves until they
pass safety tests. Page 30

n A Russian Soyuz spacecraft
carrying videogame developer
Richard Garriott docked with
the International Space Station.

n A Cambodian court sentenced
four ex-Khmer Rouge rebels to up
to 20 years each in prison for in-
volvement in the murder of a Brit-
ish mine-clearing expert in 1996.

n Syria formally recognized
Lebanon for the first time, in a
move reflecting Damascus’s
readiness to meet U.S. demands
to do more for regional stability.

n Iraq said it will send a cabinet-
level delegation to Mosul to ad-
dress violence against Christians
that has led thousands to flee.

Turbulent economy isn’t
on Airbus’s flight plan

U.S. government officials re-
leased a plan to take stakes in nine
large financial institutions in an ef-
fort to help revive the banking sector
and fight the global credit crunch.

In one of the most dramatic ac-
tions taken by regulators to address
the financial crisis, officials plan to
funnel as much as $250 billion from

the $700 billion financial-rescue
package into thousands of banks po-
tentially through the new, voluntary
program.

The government is set to buy pre-
ferred equity stakes in Goldman
Sachs Group Inc., Morgan Stanley,
J.P. Morgan Chase & Co., Bank of
America Corp.—including the
soon-to-be acquired Merrill Lynch—
Citigroup Inc., Wells Fargo & Co.,
Bank of New York Mellon and State
Street Corp.

Banks have a month to join Trea-
sury’s capital-purchase program.
They must elect to participate be-
fore 5 p.m. Nov. 14.

“The efforts are designed to di-
rectly benefit the American people
by stabilizing the financial system

Please turn to page 31

Editorial&Opinion

By Daniel Michaels

And J. Lynn Lunsford

EuropeanplanemakerAirbusisso
far shrugging off the economic down-
turn in much of the world, saying it
has a big order backlog and is seeing
strong demand from key markets.

But the people who either lease
planes to airlines or lend the money
to buy them say demand will soon
soften and could send jetliner prices
tumbling. As well as hitting Airbus’s
revenue, a drop in plane prices could
crimp airlines’ ability to buy planes,
partly because they often use the
valueof theirexisting fleets as collat-
eral to finance new purchases.

The differing views of the air-
craft market come as economists
forecast sharp downturns in many
of the world’s big economies. Projec-
tions earlier this year for slack
growth have been downgraded af-

ter the recent financial crisis to fore-
casts of recession in many markets.
Air-traffic volumes are closely tied
to economic growth, so recessions
typically slash all kinds of air travel.

Right now, business looks good
for Airbus, a unit of European Aero-
nautic Defence & Space Co., and for
U.S. rival Boeing Co. Despite dwin-
dling passenger numbers, many car-
riers want to replace older jetliners
because fuel prices are too high for
aging models to operate profitably.
In addition, some carriers with deep
pockets, such as those from the Per-
sian Gulf, are growing and grabbing
traffic from weaker rivals. Turkish
Airlines Inc. on Tuesday said it is so-
liciting offers for 105 jetliners from
Airbus and Boeing.

Airbus this year has orders for
737 planes, after cancellations, and
expects to deliver about 470 airlin-

Please turn to page 30

By David Wessel

So is it over? Have governments
in the U.S. and Europe finally found
the cure? Has recession been
averted?

No. We’re still in for a rough re-
cession, with U.S. unemployment,

now at 6.1%, likely
to rise above 8%,
with all the misery
that brings.

But it could be worse. For a few
scary moments last week, govern-
ments began to take action to pro-
tect their own countries that made
other countries worse off. It looked
like the world economy was lurch-
ing uncomfortably close to condi-
tions that precipitated the Great De-
pression. The newfound trans-Atlan-
tic unity—particularly the move by
the U.K., then the rest of Europe and
now the U.S., to give the banking sys-
tem a taxpayer-funded transfusion—
has significantly reduced the odds
of a really bad outcome. That alone
is reason to be less panicky today
than many were this time last week.

Paul Krugman, the newest Nobel
Please turn to page 31

Trouble in Korea
Mr. Lee’s challenge is to
deliver reforms despite the
global financial crisis. Page 11

By Deborah Solomon,
Damian Paletta, Jon Hilsenrath
and Aaron Lucchetti

U.S. Treasury Secretary Henry Paulson said that, under the U.S. government’s new
plan, financial institutions would limit executive compensation.

U.S. to take equity stakes
in 9 banking behemoths
BofA, J.P. Morgan,
Citi and Wells Fargo
to get the most cash
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Scenes from the front lines
of the financial carnage
NEWS IN DEPTH | PAGES 14-15

Rising food costs strain
U.K. economy even more
ECONOMY & POLITICS| PAGE 9

CAPITAL

Money & Investing > Page 17

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 9310.99 -76.62 -0.82
Nasdaq 1779.01 -65.24 -3.54
DJ Stoxx 600 232.22 +6.85 +3.04
FTSE 100 4394.21+137.31 +3.23
DAX 5199.19+136.74 +2.70
CAC 40 3628.52 +97.02 +2.75

Euro $1.3631+0.0029 +0.21
Nymex crude $78.63 -2.56 -3.15
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European governments
can congratulate them-
selves on preventing the re-
gion’s troubled financial sec-
tor from collapsing. But the
focus will swiftly return to
the bleak macroeconomic
outlook.

The 27-member Euro-
pean Union is on the brink
of recession, with unemploy-
ment rising and house
prices slumping. It’s a far
cry from bullish EU predic-
tions at the time of the Lis-
bon Agenda in 2000, which
envisaged Europe as the
world’s most dynamic and
competitive economy by
2010.

With barely any room to
cut taxes as the full cost of
the Œ1.8 trillion ($2.45 tril-
lion) banking rescue be-
comes clear, politicians
have to focus on familiar
bugbears—modernizing EU
institutions and domestic
overhaul of labor markets
and social-security systems.
The promised relaxation of
the euro zone’s fiscal rules
won’t make much difference
to the capacity of EU gov-
ernments to spend. Big
economies like France and
Italy were already in breach
of budget-deficit and public-

debt ceilings.
A relatively strong euro

isn’t helping. It crimps euro-
zone exporters’ competitive-
ness at a time of slowing
global trade. While two-
thirds of EU trade is concen-
trated among member
states, the breadth of the
economic slowdown is sure
to weigh on corporate prof-
itability and the propensity
of businesses to hire. The
full impact of the credit
crunch on the EU’s eastern
periphery will also peg back
growth in Germany, the re-
gion’s biggest economy.

The crisis has also
knocked the stuffing out of
the financial-services sec-
tor, one of the engines of
the European economy. Be-
tween paying off govern-

ments and more conserva-
tive lending limits, returns
from Europe’s banks and fi-
nancial centers are likely to
be subdued for some time.

The cost of borrowing
remains high, with money-
market rates only in the
early stages of falling as
governments guarantee in-
terbank lending. One of the
few safety valves is mone-
tary policy. European cen-
tral banks still have room
to cut interest rates, having
been less aggressive than
the U.S. Federal Reserve in
loosening monetary policy.
But for those rate cuts to
make a difference, Europe’s
credit markets have to de-
frost first.
 —Sean Walters

Banco Santander’s
move on Sovereign Ban-
corp in the U.S. looks al-
most as shrewd as its acqui-
sitions of Alliance & Leices-
ter and parts of Bradford &
Bingley in the U.K.

The Spanish bank is fore-
casting returns on invest-
ment of between 15% and
20% by 2011 from its cut-
price international asset
grab. By paying for A&L
and Sovereign with its own
stock, it has gained roughly
$137 billion in customer de-
posits from the three deals

but at cost of a mere $700
million of its own cash.

Still, making a judgment
about mergers-and-acquisi-
tions activity in the banking
sector today is more about
incremental risk than price.
Sovereign, for instance, has
a large concentration of
commercial property, home
equity, and auto-related
loans on its books, the qual-
ity of which is likely to dete-
riorate as the U.S. economy
slows. Santander has beefed
up allowances for credit
losses at Sovereign by 21%

to more than $1 billion.
Santander is integrating

these businesses in difficult
conditions. Spain and the
U.K., as well as possibly the
U.S., are facing severe eco-
nomic slowdowns, with hous-
ing markets in a slump. The
government-backed bailouts
of banks in Europe and the
U.S. leaves many of Santand-
er’s rivals better capitalized,
at least on paper. At the
very least, Santander may
have to pump more capital
into the U.S. and U.K.
 —Arindam Nag

Lloyds shareholders and the long view

Shrewd Santander has its work cut out

Any lingering complaints
from Lloyds TSB Group
shareholders that the bank
threw caution to the wind
in agreeing to rescue HBOS,
leaving it dependent on gov-
ernment largesse for its sur-
vival, should fall on deaf
ears.

Lloyds is getting hold of
HBOS on sweet terms. The
government has waived
competition and organized
an £11.5 billion ($20 billion)
capital injection for HBOS.
Lloyds has also renegoti-
ated the terms to reflect
worsening market condi-

tions.
The rise in Lloyds’s

loan-to-deposit ratio, a func-
tion of buying HBOS, which
is the U.K.’s biggest mort-
gage lender, is a small price
to pay for a deal that prom-
ises long-term benefits once
the current U.K. housing
slump is over.

Attractive as the HBOS
takeover is if Lloyds’s share-
holders take a long view, it
may not be enough to make
them take up the common
equity the two banks are is-
suing as part of the state-
backed recapitalization. The

slumping stock prices of the
banks suggest it won’t.
Shares in Lloyds and HBOS
are trading at 8% and 20%
discounts, respectively, to
the price of the new ordi-
nary shares they’re issuing.

That leaves the British
government on course for
owning 43.5% of the com-
bined group, and similarly
resigned to taking a long-
term view on when it will
be able to recoup some of
its £17 billion investment in
the enlarged bank.
 —Molly Neal

Next up: the recession

India enlists technology prowess at home
Bureaucracy plays
catch-up with world;
log books to logins

By Niraj Sheth

NEW DELHI—India’s technology
companies, after years spent fo-
cused on overseas markets, are now
helping their government try to go
rapidly from the Stone Age to the
Digital Age.

For the better part of a decade,
Indian engineers have been cutting
costs and modernizing the world’s
companies. Meanwhile, official In-
dia languished in a dust-filled era of
red tape. In most government of-
fices, computers are scarce, files
abundant and leather-bound log
books ubiquitous—toted about by
clerks wearing sleeve protectors.

“You look at how India is looked
at around the world as a Mecca of
technology and skills,” says Tanmoy
Chakrabarty, head of government
projects at Mumbai-based Tata Con-
sultancy Services Ltd. “But if you
look at our own adoption of technol-
ogy, you’ll find there’s a huge dichot-
omy.”

Now, the central government has
set aside billions of dollars to bring
the country up-to-date in response
to public frustration about how long
it takes to get a passport or an ambu-
lance. With the global economic out-
look uncertain, India’s tech compa-
nies are less jaded about dealing
with the sluggish government bu-
reaucracy.

Engineers from Satyam Com-
puter Services Ltd. are designing a
new rail system for Hyderabad city.

Tata Consultancy Services has com-
mitted to computerize the country’s
passport files and design software
to support India’s new e-passports,
which store personal information
on a chip embedded in the docu-
ment. And the federal government
has hired another Indian tech giant,
HCL Technologies Ltd., to set up
data storage centers for digitizing
unwieldy paper-based records,
from farm statistics to household
surveys.

The public-sector projects are
coming as U.S. companies—the larg-
est client base for Indian outsourc-
ers—grow hesitant to sign on to
new projects amid the economic
slowdown. The Indian trade group
Nasscom estimates industry reve-
nue will grow at 22% this year, down

from past annual rates above 40%.
Yet domestic sales for the export-
oriented tech companies are ex-
pected to climb 43%—thanks in
large part to government spending,
because few Indian companies can
afford the multimillion dollar price
tags of outsourcing projects.

“These deals are very presti-
gious in nature,” says Binod H.R.,
who is soliciting government con-
tracts for Infosys Technologies Ltd.
“Even if it takes 12 months to close a
deal with Indian railways, isn’t that
worth it for the brand name?”

Many in the government hope
that India’s technology companies
can break down a calcified bureau-
cracy. The largest project awards so
far are part of a national “e-gover-
nance” initiative. In 2003, India’s

central government set aside $6 bil-
lion for revamping computer sys-
tems throughout the bureaucracy.
Many new projects fall under the ini-
tiative, such as the $200 million
e-passport project Tata recently
won.

Not all projects to improve gov-
ernment efficiency are going as
planned. When Bihar, one of the
country’s poorest states, looked for
an outsourcer to computerize the
state’s employment program this
year, it went with the lowest bid.
Only after signing the contract with
a company called SmaarfTech did
the state government discover the
$60 million value of the project was
15 times the outsourcer’s revenue
for last year. Now, lawyers from the
50-person company and the state

government are trying to settle the
matter. A SmaarfTech official de-
clined to comment.

The troubles highlight a jarring
transition under way as India’s tech
companies and bureaucrats not
only try to coexist, but also cooper-
ate toward a common goal. Among
India’s techs, the Indian govern-
ment is notoriously slow, often
opaque and sometimes corrupt. Gov-
ernment officials say the reason
some projects move slowly is be-
cause public funds are involved and
thorough due diligence is necessary
to prevent misuse.

Still, both sides appear to be
reaching a consensus that it pays to
work together. As part of a $35 mil-
lion renovation, Gujarat’s police
hired Tata last year to write soft-
ware to link the western state’s 483
police stations so people can file a
complaint online or check on a case
from anywhere in the state. The new
technology, which is in a pilot stage
at one station, is intended to help po-
lice coordinate investigations
across the state. When bombers
strike, as they did in Gujarat last
month, information needs to be
shared quickly across stations to
catch the culprits, according to
Rakesh Asthana, commissioner of
police in Baroda, Gujarat.

Without such a system, cross-
checking information takes longer,
as does searching for similar pat-
terns across cases. “We will be more
efficient after this,” he says.

In September, a nonprofit group
founded by Satyam Chief Executive
Ramalinga Raju opened a “Dial 108”
response center in Jaipur, capital of
Rajasthan state, part of a nation-
wide project to set up an emergency
hotline across India.

Looking homeward
India's IT firms expect to find more 
domestic business as the global 
economy slows. Revenue from India’s 
information- technology and business- 
outsourcing industries, in billions

Note: Fiscal year ends March 31 of the year shown
Source: Nasscom
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India has tapped domestic technology firms to help ease dismay with service-sector
frustrations such as red tape and overcrowded trains

Growth stop
Euro zone’s gross domestic product,
change from the previous quarter 

Source: Eurostat
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By Jeff Bater

WASHINGTON—Support among
U.S. Federal Reserve regional banks
for a discount-rate increase dimin-
ished last month as risks to the econ-
omy intensified.

The Fed on Tuesday released
minutes of its discount-rate meet-
ings that were held in August and
September before a Sept. 16 deci-
sion by the Federal Open Market
Committee to keep its target for the
federal funds rate at 2%.

The FOMC had lowered the fed-
eral-funds rate from 5.25% over nine
months to help the U.S. economy
deal with the credit crunch and hous-
ing slump; the last rate cut prior to
the September meeting was in April.
The Fed at the Sept. 16 meeting also
took no action on the discount rate,
leaving it at 2.25%.

Last week, however, the Fed
slashed the fed-funds rate in a rare in-
termeetingcut.TheFOMCvotedunan-
imously to cut the rate target by half a
percentage point, to 1.5%, against the
backdrop of a tumbling stock market.

In a related action, the Fed’s Board of
Governors unanimously approved a
half-percentage-point decrease in the
discount rate to 1.75%.

Tuesday’s discount-rate minutes
showed that in early September, 11
of 12 district banks sought to main-
tain the existing, 2.25% discount
rate. The 12th bank, Kansas City,
sought an increase in the rate to
2.5% because of inflation concerns.

“Some directors concluded that
declining real consumer spending
had recently diminished the pros-
pects for economic growth, while
others pointed to increased weak-
ness in the labor market and lower
growth prospects among interna-
tional trading partners as suggest-
ing downside risks to growth.

“Several directors also noted
that tight credit conditions and the
ongoing housing contraction served
to intensify downside risks,” the
minutes said.

In late August, two banks sup-
ported an increase in the discount
rate, to 2.5%—Kansas City and Dallas.

The previous release of discount
rate meetings came Sept. 2. Those
meetings had been held in July and
early August before an Aug. 5 deci-
sion by the FOMC to keep its target
for the federal funds rate at 2%.
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By David Kesmodel

And Matthew Dalton

Belgian beer titan InBev NV on
Tuesday said it was delaying plans
to raise new equity to help fund its
$52 billion acquisition of Anheuser-
Busch Cos., citing “unprecedented
volatility” in capital markets. But
the company said it still expects to
complete the deal by year end.

InBev said it will use a bridge
loan for the $9.8 billion it had
planned to raise through a rights of-
fering ahead of the deal. The bridge
loan will expire six months after the
acquisition closes.

InBev, the brewer of Stella Artois

and Beck’s, said a consortium of
banks remains committed to lending
$45 billion, aside from the bridge
loan, for the purchase of America’s
largest beer maker by sales.

Analysts said it wasn’t surpris-
ing InBev had elected to postpone
the rights offering, because its
stock price had declined sharply in
recent weeks and capital markets
have been unstable. In a typical
rights offering, a company issues a
tradable “right”—similar to an op-
tion—allowing existing sharehold-
ers to buy new shares at a set price.
The price is usually set at a discount
to the market price.

“This is simply a change in how

they’ll write the check,” said Mark
Swartzberg, an analyst with Stifel
Nicolaus in New York. “It begs the
question of whether there’s some-
thing wrong underneath, but we
think the answer is no.”

In Brussels on Tuesday, InBev
shares rose 2.8% to Œ33.97 ($46.20).
In late trading on the New York Stock
Exchange, Anheuser shares were
down $1.43, or 2.2%, to $62.50, well
below the $70 InBev agreed to pay
for the St. Louis brewer. Analysts say
merger arbitragers—investors who
bet on the chances of a merger being
completed—may have had to sell as-
sets like Anheuser stock to raise cash
amid the financial turmoil.

By Matthew Karnitschnig

The U.S. Treasury tapped Wall
Street law firm Simpson Thacher &
Bartlett LLP to advise it on a plan to
make investments in the banking in-
dustry.

The Treasury received two pro-
posals for the contract and selected
Simpson Thacher on Friday, said
Neel Kashkari, interim assistant sec-
retary for financial stability, at a
news conference Monday.

Though the Treasury will hire

other law firms to advise it on as-
pects of the $700 billion Troubled
Asset Relief Program, Simpson Th-
acher is the sole adviser on what has
become the most politically sensi-
tive part of the program: the govern-
ment’s ownership of large stakes in
banks. Under the plan, the govern-
ment would spend about $250 bil-
lion to buy preferred stock in banks,
including some regarded as healthy,
such as J.P. Morgan Chase & Co. and
Bank of America Corp. These invest-
ments are likely to be structured in

a way that won’t immediately dilute
existing shareholders.

Simpson Thacher will counsel of-
ficials primarily on the structure of
the program, according to people fa-
miliar with the matter. Lee A. Meyer-
son, a New York partner who special-
izes in transactions involving finan-
cial institutions, will lead the effort.

One big challenge for Simpson
Thacher will be to navigate poten-
tial conflicts between its work for
the government and its corporate
clients.
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Electronics retailer Currys is
owned by DSG International PLC. A
Corporate News article on Tuesday
incorrectly said Currys is owned by
Kesa Electricals PLC.

Tintin is a Belgian comic-book
hero. An article on Monday’s On
Other Fronts page incorrectly de-
scribed the nationality as French.
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Nations’ latest steps, while not a cure, will ease financial pain

U.S. to take equity stakes in nine banking behemoths

Wall Street investors digested news of the U.S. government’s plan to spend $250
billion from the $700 billion financial-rescue package to buy stakes in banks.

and helping the economy recover,”
President George W. Bush said in a
morning announcement Tuesday.

Additionally, federal regulators
announced that they would guaran-
tee new bank debt and expand insur-
ance for non-interest-bearing ac-
counts. They also issued new details
on a plan to backstop the commer-
cial-paper market, where major cor-
porations go for critical loans to
fund their daily operations.

“They’ve exposed the whole tool-
kit,” said Vincent Reinhart, former
head of the Fed’s monetary-affairs
division. “What do you do if this
doesn’t work? You do more of it.”

Under the last step announced by
Mr. Bush, the Federal Reserve will fi-
nalize a program to serve as a buyer
of last resort for commercial paper,
an important source of short-term fi-
nancing for businesses and banks.

U.S. Treasury Secretary Henry
Paulson, Federal Reserve Chairman
Ben Bernanke and Federal Deposit
Insurance Corp. Chairman Sheila
Bair also made comments Tuesday.

Mr. Bernanke said the U.S. will not
“stand down” until its financial sys-
tem and prosperity are restored. Mr.
Paulson said financial institutions in
the new program will limit executive
compensation. He said that “govern-
ment owning a stake in any private
U.S. company is objectionable to
most Americans,” but that the alter-
native “of leaving businesses and con-
sumers without access to financing
is totally unacceptable.”

Some of the big banks were un-
happy about the government taking
equity stakes but acquiesced under
pressure from Mr. Paulson in a meet-
ing Monday. During the financial cri-
sis, the government has steadily in-
creased its involvement in financial
markets, culminating with a move
that rivals the breadth of the U.S. re-
sponse to the Great Depression. It in-
tertwines the banking sector with
the federal government for years to
come, and gives taxpayers a direct
stake in the future of American fi-
nance, including any possible losses.

Formulated jointly by the Trea-
sury, the Fed and the FDIC, the moves
announced Tuesday are designed to
keep money flowing through the fi-
nancial system, ensuring that banks
continue lending to companies, con-
sumers and each other. A freeze in
these markets rippled through the

economy and helped cause stocks to
crater last week.

Along with the government’s in-
volvement come certain restric-
tions, such as caps on executive pay.
For example, firms can’t write new
employment contracts containing
golden parachutes, and their ability
to use certain executive salaries as a
tax deduction is capped. These re-
strictions are relatively weak, com-
pared with what congressional Dem-
ocrats had wanted when they ap-
proved this spending, a potential
flash point in the future.

Some critics also say Treasury
should have formulated a compre-
hensive plan earlier in the crisis.
Even if this move helps mend credit
markets, the economy is likely to suf-
fer in the months ahead from the af-
tershocks of the recent turmoil.

A central plank of these new ef-
forts is a plan for the Treasury to
take about $250 billion in equity
stakes in thousands of banks poten-
tially, using funds approved by Con-
gress through the recently ap-
proved $700 billion bailout plan.

Treasury will buy $25 billion in
preferred stock in Bank of America—
including Merrill Lynch—as well as
J.P. Morgan and Citigroup; between
$20 billion and $25 billion in Wells
Fargo; $10 billion in Goldman and
Morgan Stanley; $3 billion in Bank
of New York Mellon; and about $2
billion in State Street.

The government will purchase
preferred stock, an equity invest-
ment designed to avoid hurting ex-
isting shareholders and deterring
new ones. Such shares typically
don’t come with voting rights. They
will carry a 5% annual dividend that
rises to 9% after five years, accord-
ing to a person familiar with the mat-
ter. By investing in several big firms
at once, the government hopes to
avoid placing a stigma on any one
firm for getting government help.

The plan will be structured to en-
courage firms to bring in private
capital. For instance, firms return-
ing capital to the government by
2009 may get better terms for the
government’s stake, a person famil-
iar with the discussions said.

Among the other key compo-
nents of the plan: The FDIC will tem-
porarily guarantee, for a fee, certain
types of new debt called senior unse-
cured debt issued by banks and sav-
ings-and-loan institutions. This

would apply to debt issued by June
30, with maturities up to three
years. One problem plaguing credit
markets has been a fear among fi-
nancial institutions that it is unsafe
to lend to each other even for peri-
ods of a few days. U.S. officials hope
this guarantee will remove that fear,
which could bring down short-term
lending rates, such as the London in-
terbank offered rate, or Libor, a
benchmark for consumer and busi-
ness loans. Libor rates fell Tuesday
in anticipation of the plan.

The FDIC is also offering banks un-
limited deposit insurance through
2009 for non-interest-bearing bank
accounts typically used by small busi-
nesses. This would be voluntary for
banks, and would extend the
$250,000-per-depositor limit that
lawmakers agreed on two weeks ago.
To use these new powers, the FDIC is
invoking a “systemic risk” clause in
federal banking law that allows it to
take extreme steps to prevent shocks
to the economy.

The effort brings U.S. policy
more in line with that of other coun-
tries. On Monday, the U.K., Ger-
many, France, Spain and Italy pro-
vided further details of measures to
buy stakes in struggling banks and
to offer lending guarantees. The
U.K., which first formulated such a
plan, is planning to issue some £37

billion ($63.1 billion) in new govern-
ment debt to pay for purchases of
the common and preferred shares of
three big banks.

The U.S. plan to inject capital
into banks is expected to be open to
almost all such institutions, with a
focus on getting the participation of
the firms most important to the fi-
nancial system, according to people
familiar with the matter. Treasury’s
main goal is to attract private capi-
tal. To make sure private investors
aren’t scared away, it is expected to
structure its investment on terms fa-
vorable to the banks, and will inject
capital in exchange for preferred
shares or warrants, these people
said.

The government’s new focus is
raising questions about why it
didn’t adopt such an approach
sooner. Mr. Paulson actively op-
posed the idea of investing in banks
because he worried about picking
winners and losers, though Mr. Ber-
nanke was an early advocate. Mr.
Paulson was also concerned banks
wouldn’t participate because of the
perceived stigma and the potential
for the government to meddle in
banks’ affairs, according to people
familiar with the matter.

Senior executives and advisers
to some of the nation’s leading
banks pitched such a plan at various

points earlier this summer, but
were rebuffed by officials at Trea-
sury and the Fed, according to peo-
ple familiar with the matter.

Officials at the Treasury and
Federal Reserve say they didn’t
have the authority to make such a
comprehensive move until Con-
gress passed the bailout bill. The
government’s various moves, from
saving mortgage titans Fannie Mae
and Freddie Mac to letting Lehman
Brothers Holdings Inc. fail, have
confused investors and frozen
many in place at a time when the
banking system was desperate for
fresh capital. That contributed to
what in essence was a high-level
run on Wall Street banks, with fund-
ing drying up overnight.

The government’s hope is that
the new plan will more thoroughly ad-
dress the problems of ailing financial
institutions and persuade private in-
vestors that government involve-
ment won’t come at their expense.

For troubled assets, there is the
Troubled Asset Relief Program, cre-
ated by the $700 billion bailout bill,
which gives the Treasury Depart-
ment authority to acquire bad as-
sets from banks and other financial
institutions. TARP will also be used
by Treasury when it puts new equity
into banks.

The other steps, including the
FDIC’s role in guaranteeing new
funds raised by banks and savings
and loans, are designed to address
the way banks fund themselves, free-
ing them to start lending again.

Meanwhile, the Federal Reserve
announced that beginning Oct. 27, a
new program will be open to fund
purchases of commercial paper of
three-month maturity from high-
quality issuers. It will cease purchas-
ing commercial paper on April 30,
unless the program is extended.

Mr. Bernanke on Tuesday made
clear that regulators will keep tak-
ing actions until the turmoil in finan-
cial markets eases. “We will not
stand down until we have achieved
our goals of repairing and reform-
ing our financial system, and
thereby restoring prosperity to our
economy,” he said.

 —Maya Jackson Randall, Brian
Blackstone, Michael M. Phillips,

David Enrich, Daniel Fitzpatrick,
Susanne Craig and Robin Sidel

contributed to this article.
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laureate in economics, described in
a CNBC interview Tuesday the lat-
est government action as “emer-
gency battlefield medicine to keep
the guy from bleeding to death.”
That’s no small accomplishment
given how bad the wounds were. If
the treatments work as intended,
banks should resume lending at
least to each other, a necessary step
toward recovery.

The new U.S. plan “is going to
boost confidence that the most ex-
treme downside risks have been di-
minished, but the damage has been
done, and this isn’t going to prevent
the economy from being in reces-
sion and remaining weak for a
while,” Laurence Meyer, an eco-
nomic forecaster and former Fed-
eral Reserve governor, said Tues-
day. Exactly.

The U.S. economy had slowed
substantially before the chaos of the
past couple of weeks. Unemploy-
ment was rising. Consumers were
spending less readily. Businesses

were growing more cautious about
expansion and investment. Housing
prices were falling. The credit
crunch was spreading as lenders
from banks to money-market funds
hoarded cash in response to unfath-
omable uncertainty. A steady
stream of banks were failing. The
rest of the world was showing symp-
toms of the American ailment,
which meant the U.S. couldn’t count
on export growth to offset domestic
weakness. Any lingering hope that
the U.S. would avoid recession evap-
orated. Forecasters began talking
about two, three, maybe even four
quarters of a contracting economy.

Then things got worse. The
plunge in stock markets made every-
one with a 401(k) or mutual fund
poorer and wiped out whatever lin-
gering confidence remained. Bank-
ing problems surfaced in Europe.
The global economy’s circulatory sys-
tem—the flow of credit from savers
to investors, from lenders to borrow-
ers, from one bank to another—got
clogged. All the money that the Fed

and other central banks were inject-
ing into the banks was staying in the
banks, and not being loaned. Finan-
cial markets were moving on panic,
not reason. Even the coordinated in-
terest-rate cuts by the Fed and Euro-
pean central banks didn’t help.

Last week it became clear to the
remaining advocates that buying
bad assets from banks, as the origi-
nal plan outlined by U.S. Treasury
Secretary Henry Paulson involved,
wouldn’t suffice. It might help even-
tually, but it would take too long and
was too indirect—hence the radical
remedy of investing taxpayer
money directly into those banks
that have a reasonable chance of sur-
vival. (Officials know, but haven’t ad-
vertised, the corollary: Regulators
must quickly close banks so weak
that their only plausible strategy is
to gamble for resurrection or use
taxpayer money to take foolishly
risky bets.)

The latest steps reduce the risk
of the worst-case scenario and may
mark a turning point in the

14-month-old crisis, though it’s too
soon to know. But they don’t reverse
the forces that were crushing the
economy before Lehman Brothers
Holdings Inc. went under on Sept 14.
Stock prices are well below Oct. 1 lev-
els, so investors are poorer. House
prices are still falling. Consumers,
companies and bankers still have
good reason to be extremely cau-
tious, and they will be.

When in doubt, wait—wait to buy
a new car, wait to plan a Christmas
vacation, wait to sign off on a loan,
wait to approve a new hire. When ev-
eryone waits, the economy con-
tracts. That realization restrained
the stock market Tuesday after Mon-
day’s exuberance. And that realiza-
tion is prompting Democrats and
the economists they consult to con-
template another dose of fiscal stim-
ulus, perhaps to be approved soon af-
ter the Nov. 4 election.

A lot still could go wrong. Banks
could take the taxpayer capital, but
not expand lending. Housing prices
could fail to stabilize in the middle

of next year, as has been widely pre-
dicted. Fear and pessimism could
continue to depress the stock mar-
ket. A big U.S. auto maker could
stumble into bankruptcy court, or
some other company believed today
to be strong could disclose unantici-
pated vulnerability. Controversy or
mini-scandal in the government res-
cue—almost inevitable given its
size and the speed with which it is
moving—could undermine govern-
ment credibility. The transition
from George W. Bush to the next
president could create uncertainty
about the direction of policy at a del-
icate moment.

The global economy is far from
healthy. It almost surely will get
worse before it gets better. The U.S.
economy’s legendary resilience will
be tested. The market will have some
bad days. But for the first time in
weeks, governments—with the grudg-
ing acquiescence of big banks—are
moving in ways that bolster, rather
than undermine, confidence, and
that’s a very welcome development.
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Icelandair is hanging on
A knack for survival
raises interest in
its turnaround plan

FINANCIAL CRISIS AND REPAIR

Source: the company

Long flight
Icelandair, never a 
mainstream carrier, has
long chased profits far 
from home.

1937: Icelandair’s earliest predecessor 
airline founded

1953: Airline begins low-fare flights
between the U.S. and Europe

1978: Luxembourg allows Icelandair to
fly nonstop to the U.S.
1996: Southwest Airlines and Icelandair 
link flights for easy connections

2002: Iceland’s obscurity attracts
worried fliers post-9/11; Icelandair 
posts record profits

2004: Icelandic investor group buys
Icelandair for its cash reserves

2005:
Airline becomes part of
holding company FL Group and starts
investing in carriers, including
American Airlines

2006: FL Group sells off Icelandair Group 

2008: Icelandair Group cuts Reykjavik
flights and boosts foreign operations as
the Icelandic economy sinks

Bloomberg News/Landov

By Daniel Michaels

REYKJAVIK, Iceland—Scrappy
Icelandair Group built its business
by capitalizing on adversity—start-
ing with a location near the Arctic
Circle and thousands of miles from
the nearest well-trod destination.

Today, its managers are trying to
secure a nascent turnaround even as
the country’s financial outlook dims.
Iceland’s stock exchange was closed
Monday and the government strictly
limited foreign-exchange transac-
tions. After plunging more than 70%
when it opened Tuesday, the index
ended down 5.8%. The country’s cur-
rency, the krona, has effectively
stopped functioning outside Iceland.

On Sunday, Icelandair said its
profit through August, before inter-
est and taxes, rose 58% from a year
earlier to 3.9 billion kronur, or about
$35 million, on revenue that rose

68% to 72 billion kronur.
The company still faces problems

common across the airline industry,
including high fuel prices and drop-
ping demand. On top of the country’s
financial woes, Icelandair already
had a hangover from speculative in-
vestments made by a former owner,
who squandered the company’s cash
and loaded it with debt.

But the tiny airline holding com-
pany—its 2007 revenue was just 3%
of those of Europe’s biggest carrier,
Air France-KLM SA—has a tradi-
tion of turning weaknesses into
strengths that could provide valu-
able lessons to its industry. No air-
line seems to have a grand plan to
cope, but analysts say survivors are
likely to be those that quickly adapt
and spot market niches that can still
yield a profit.

Icelandair “punches above its
weight” because it has leveraged its
tiny market into a global operation,
says Ulrich Schulte-Strathaus, secre-
tary general of the Association of Eu-
ropean Airlines in Brussels. He says
Icelandair is “a benchmark for older
carriers…because it has been able to
serve its niche market consistently

well over so many years.”
One key to its longevity and its

best bet for a turnaround is aircraft
leasing, analysts say. Because Ice-
land’s air traffic drops so much during
the long, dark winters, in the 1990s
managers started leasing out unused
planes as far away as Papua New
Guinea. On Saturday, it handed over
one of its Boeing 757s to luxury travel
company Abercrombie & Kent Inc.

Its leasing business expanded re-
centlyintoRussia,SouthAmericaand
Africa. Icelandair Group today has 16
planes flying for its flagship, and
around 60 in other divisions. Most of
these planes never touch Iceland.

“We developed good relations
around the world because we’re a
small, neutral country, so people
trust us,” recalls former Chief Execu-
tive Officer Sigurdur Helgason, who
retired in 2005.

Today, Icelandair claims to have
beentheworld’s firstlow-cost carrier.

In 2004, cash at about 25% of reve-
nue attracted an aggressive young lo-
cal investor, Hannes Smárason, who
ledabuyoutofIcelandairandloadedit
with debt.

Mr. Smárason used the carrier’s

cash to create a financial holding com-
pany, FL Group, which sought quick
profits by trading stakes in other com-
panies,includingBritain’seasyJetPLC.
Manyoftheinvestmentslostmoney.

Mr. Smárason declined to com-
ment.

In late 2006, a group of Icelandic in-
vestors bought Icelandair from FL
Group, seeking to restore a long-term
approach to its core aviation business.

Icelandair Group Chief Executive
Björgólfur Jóhannsson, a 53-year-old
former accountant who was hired in
December 2007, is now scrambling to
rebuild cash reserves.

To restore financial health, Icelan-
dair, like other airlines, is cutting
staff, closing unprofitable routes and
testing hotter destinations.
 —Charles Forelle

contributed to this article.
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Still climbing
Aircraft financiers want to avoid a jetliner glut, but Airbus and
Boeing still see robust demand

BoeingAirbus BoeingAirbus

Airbus plan doesn’t include economic turbulence

Boeing talks with union collapse
Strike to continue
as machinists fret
over job security

Bank infusions will expose U.S. to new risks

ers, more than it ever has. It plans to
increase output by almost 20% over
the next two years. Boeing, which
has 623 net orders this year, had de-
livered 325 planes when its factory
workers went on strike on Sept. 6.
People familiar with Boeing’s manu-
facturing plans say the company
won’t increase production rates
whenever deliveries restart. Airbus
and Boeing both say their customers
have already arranged financing for
deliveries through most of next year.

But, since some of that borrow-
ing might fall through in the credit
crisis, both plane makers continue
to evaluate their pending deliveries.
And many of the people who finance
aircraft purchases say the strong de-
mand won’t last.

Financiers are a major cog in
the air industry because a new jet-
liner generally sells for between
$50 million and $300 million, so
few carriers can pay cash. Even in
good times, almost every airline ei-
ther leases planes or borrows
money to buy them. Lessors are
sensitive to shifts in sentiment in
the aircraft market, as they rent
out aircraft to all types of airlines.
Demand—and rental rates—for
their planes shrinks when the air-
line business softens. Bankers
judge the industry’s health
through the loan rates they can ar-
range for airlines to buy planes.

They predict that in months to
come, the number of strong carriers

will drop, leaving Airbus, in particu-
lar, with more planes than it can de-
liver, dragging down the value of air-
craft. So they say the plane makers
should throttle back on output.

“This is the time to pull back and
lower production rates,” Jeffrey Knit-
tel, president of transport finance at
CIT Group Inc., a major New York les-
sor,saidatarecentindustrygathering.

Airbus, however, says demand
remains strong, noting that when
India’s Kingfisher Airlines can-
celed orders for three big A340 jet-
liners late last month, Arik Air,
from oil-rich Nigeria, snapped up

the planes. “Clearly, in light of the
financial situation, we are review-
ing our production plan,” said John
Leahy, its chief operating officer for
customers and top jetliner sales-
man. “But we still have very strong
demand, and we are confident that
these aircraft are needed.”

Airbus has good reason for want-
ing to maintain its brisk production
rate, because several programs are
billions of euros over budget. Its
A380 super jumbos are being pro-
duced far more slowly than
planned, and its A350 ultra-long-
range passenger model is years be-

hind schedule. The first flight of its
new A400M military transport
plane is months late. Continuing to
deliver lots of its established mod-
els helps alleviate the cash drain
from these new programs.

Financiers, who fund new pur-
chases and also buy and sell older
planes, fear overproduction by Air-
bus might drive down plane prices
and reduce the value of the fleet jet-
liners they own.

But others could suffer, too, if
the financiers are right. Large air-
lines also hold planes as assets on
their balance sheets, and lower as-
set values clip their ability to bor-
row for all kinds of activities—some-
thing that has become harder, any-
way, during the credit crunch. The
big fear of financiers is a repeat of
the months after the terrorist at-
tacks of Sept. 11, 2001. Then, while
Boeing reduced production, Airbus
gradually increased output, and the
values of Airbus planes fell more
than those of Boeing models.

One sign that the market has be-
gun to soften: Deutsche Bank esti-
mated in a recent report that Airbus
customers have deferred or can-
celed orders for more than 150
planes this year, up significantly
over recent years.

“Airbus is in grave danger of mak-
ing the same mistake they made af-
ter the last downturn,” said Klaus
Heinemann, chief executive of Aer-
Cap Holdings NV, a big leasing com-
pany based in Amsterdam.

Continued from page 1
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China steps up
recalls, testing
of milk products

By J. Lynn Lunsford

Talks aimed at ending a month-
long strike by union machinists at
Boeing Co. collapsed Monday after
the company and union were unable
to agree on the union’s demands for
greater job security.

People on both sides of the dis-
pute said that no new talks have
been scheduled, raising the likeli-
hood that the strike could last sev-
eral more weeks. Before the Sept. 6
strike began, Boeing’s assembly
lines had been cranking out more
than 40 airplanes a month.

The strike, in addition to costing
the Chicago-based aircraft maker an
estimated $100 million a day in reve-
nues, has forced many of the firm’s
suppliers to scale back workers’
hours and temporarily lay off staff.

Unlike previous strikes at Boeing,
issues such as wages and pension
payments have taken a back seat. In-
stead, the union has seized on subtle
changes in contract language during
recent years that enabled Boeing to
bypass union labor for certain jobs,
such as allowing contractors to de-
liver components directly to the com-
pany’s assembly lines.

Mark Blondin, lead aerospace co-
ordinator for the International Asso-
ciation of Machinists and Aerospace
Workers, said Monday night that the
two sides remained “far apart” on
sections of the contract that the
union believes will allow Boeing to

eliminate roughly 2,000 union mate-
rial-handler jobs. “There was no
movement on an issue that could
someday cost 2,000 of our members
their jobs,” Mr. Blondin said.

Doug Kight, Boeing’s vice presi-
dent of human resources and chief
negotiator, said the company had
hoped it could reach a deal with its
largest union “in light of the current
business environment and global
market challenges.” But, he added,
the company “cannot sacrifice our
ability to continuously improve pro-
ductivity and our long-term competi-
tiveness for an agreement.”

Mr. Blondin said that Boeing’s
machinists are “well aware that the
economy in much of the country is
tough right now, but people need to
understand that Boeing is sitting
on top of fat order books and
record profits.”

Federal mediators have been at-
tempting to resolve the dispute. Ac-
cording to people familiar with the
talks, Boeing Commercial Air-
planes President Scott Carson at-
tended the opening and closing
meetings with the union, but Mr.
Kight and other Boeing negotiators
dealt with the details.

Tom Wroblewski, the Seattle-
area president for the union, in a pre-
pared statement said union officials
believe the company’s long-term
strategy is to replace union workers
with outside suppliers. “The words
‘flexibility’ and ‘competitiveness’
for Boeing appear to mean eliminat-
ing IAM jobs,” he said.

Company officials have said they
are eager to resolve the strike, but
not at the expense of a contract that
handcuffs them to pay plans or
other concessions.

By Gordon Fairclough

SHANGHAI—China ordered
stores across the country to pull all
milk products made before Sept. 14
from their shelves until they pass
safety tests, in the authorities’ most
sweeping move yet to protect con-
sumers from tainted milk.

The government has been strug-
gling to restore confidence in the
safety of the nation’s food supply
since the discovery in September of
widespread adulteration of dairy
products with the toxic industrial
chemical melamine.

Melamine-tainted baby formula
has killed at least three Chinese chil-
dren and sickened tens of thousands
more, according to health authorities.

China’s state media announced
the recall Tuesday, saying it was
backed by six government agencies,
led by the General Administration
of Quality Supervision, Inspection
and Quarantine, the country’s main
quality watchdog.

Manufacturers now must test ev-
ery batch of liquid milk, milk powder
and baby formula produced before
Sept. 14 to ensure melamine levels
don’t exceed newly set government
safety standards, the official Xinhua
news agency and state television
said. Products that pass the safety
checks can then go back on sale.

An “urgent notice” sent to dairy
companies says that test results on
all product batches must be reported
to government authorities before
cleared milk can be returned to the
marketplace. “Enterprises that don’t
comply will be exposed and pun-
ished,” according to the notice.

It was unclear why China was start-
ing a broad recall now, more than a
month after the tainted-milk scandal
became public. The government had
previously ordered two more-limited
recalls—one of powdered milk and
one of liquid milk. Also unclear:
whether the recall applies to imports
as well as domestic milk.

Representatives for the quality-
supervision agency, also known as
AQSIQ, and the health ministry
didn’t answer their phones Tues-
day, and the quality watchdog, un-
usually, didn’t post the official no-
tice of the action on its Web site.

Chinese consumers’ faith in the
government’s ability to protect the
food supply has been badly shaken
by the scandal. To restore confi-
dence, the government has sacked
government officials, made dozens
of arrests and deployed thousands
of inspectors to dairy companies.

“We’ve been comprehensively re-
testing all of our products,” said
Robin Tickle, a spokesman for Swiss
food maker Nestlé SA. In the case of
infant formula, he said, the com-
pany has “practically finished the
process.” He said that tests by
Nestlé and the government “con-
firm all our products are safe.”

On Tuesday, the AQSIQ said it had
tested more than 500 batches of
baby formula from 58 brands pro-
duced since Sept. 14. They all meet
safety requirements, it said. It also
tested more than 800 batches of milk
powder from 146 brands and found
them all in compliance.

Chineseauthoritiessaydairyfarm-
ers and milk traders added melamine
to diluted milk in order to fool quality
tests used by dairy companies to en-
sure that milk contained enough pro-
tein. Melamine can cause kidney
stones and, in extreme cases, lead to
life-threatening kidney failure.
 —Sue Feng in Beijing

contributed to this article.

By Bob Davis

WASHINGTON—The U.S. may
not be driving a hard enough bar-
gain with banks in exchange for eq-
uity infusions, some economists say,
and risks wasting taxpayer dollars
and erecting inadequate safeguards
in the financial-industry overhaul.

In explaining their concern, econ-
omists who study how nations have
weathered past financial crises
cited two Treasury decisions: tak-
ing preferred shares that don’t
carry voting rights and allowing
banks to keep paying dividends. Be-
cause of these decisions, they say,
government money could be used to
pay private investors, rather than
boost lending and help stabilize the
global financial system.

“We face a substantial risk that
by not having control of the institu-
tion, that the institution won’t use
proceeds in a manner that leads to
long-term stability,” said Louisiana
State University economist Joseph
Mason, an expert on the U.S. re-
sponse to the 1930s financial crisis.
Nobel laureate Joseph Stiglitz, a
former World Bank chief economist,
was more blunt: “As we pour money
in, they can pour money right out.
We don’t have a veto.” Mr. Stiglitz is
an adviser to Sen. Barack Obama, the
Democratic presidential candidate.

The Federal Reserve and Treasury
discussedthose issues before launch-
ing their plan. If they had insisted on
common shares, officials believed,
then private investors might have
balked at putting their own money in.

Thefearwasthattheirstakescouldbe
wipedoutwiththeinfusionofgovern-
ment money. One person described it
astheAIGfactor—areferencetoAmer-
ican International Group Inc., the in-
surancegiantthatcouldn’traisecapi-
tal and was effectively nationalized.

The Treasury plan, which in-
cludes investing hundreds of bil-
lions of dollars in U.S. financial
firms, raises issues that the U.S.
hasn’t had to deal with since the
Great Depression. What level of con-
trol should the government have
over the financial system? What
should be demanded of firms in re-
turn? How fully should the firms be
regulated? What role can interna-
tional institutions play? Other na-
tions that have weathered financial
crises since the 1930s—Sweden,

South Korea, Japan, Mexico—also
have wrestled with those questions.

A number of academics pointed
to the British government’s equity
plan as a model the U.S. should have
followed. London received common
and preferred shares, some of which
have voting rights, and the banks
can’t pay shareholder dividends un-
til they repay the preferred shares
they are issuing to the government.
In the U.S., banks can continue to
pay dividends but can’t increase the
amount without Treasury approval.

Britain may have demanded more
because the situation was more dire
there. British banks are more lever-
aged than those in the U.S., and the
assets of the country’s banks are a
far higher percentage of gross do-
mestic product than in the U.S.
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By James Glynn

SYDNEY—Australian Prime
Minister Kevin Rudd Tuesday
rushed to unveil a 10.4 billion Aus-
tralian dollar (US$7.36 billion) fis-
cal stimulus package to keep the
country’s economy growing as the
global financial crisis erodes confi-
dence while anticipated slower glo-
bal growth crimps export earn-
ings.

The government’s spending
boost includes A$4.8 billion for

pensioners and
A$3.9 billion for
low-to-middle
income earners
in the hope that
the money will
quickly flow
into the econ-
omy.

First-home
buyers will also
receive addi-
tional funding
of A$1.5 billion

in an effort to bolster the flagging
housing sector.

Australia’s fiscal boost, which
equals around 1% of gross domestic
product, follows similar spending
packages in a number of developed
countries.

Analysts said the fiscal boost
will take pressure off the Reserve
Bank of Australia to ease monetary
policy further.

“This doesn’t mean the RBA will
not have to act over the months
ahead, but it removes the risk of a
series of large rate cuts, at least for
now,” said Riki Polygenis, econo-
mist at ANZ Bank.

 —Iain McDonald, Enda Curran
and Shri Navaratnam

contributed to this article.

Kevin Rudd

China draws less capital
‘Hot money’ departs
and yuan plateaus
in shifting economy

By Jonathan Cheng

HONG KONG—This East Asian fi-
nancial center became the first in
the region to fully guarantee all
bank deposits and announced a new
facility to provide capital to banks.

The moves, aimed at restoring
confidence to the rattled local mar-
ket, mirror similar deposit guaran-
tees made recently in Ireland, Ger-
many, Australia, the United Arab
Emirates and other countries.

Joseph Yam, chief executive of
the Hong Kong Monetary Authority,
said the deposit guarantees were in-
tended to discourage people from
moving deposits away from Hong
Kong. Before Tuesday’s measures
were announced, Hong Kong’s de-
positors were guaranteed only up to
HK$100,000—about US$12,900—a
level widely criticized as dispropor-
tionately low for one of Asia’s
wealthiest cities.

Hong Kong’s decision could pres-
sure other Asian authorities to offer
take similar steps. On Tuesday
evening, the Monetary Authority of
Singapore said in a statement that it
was “assessing the impact of the ex-
traordinary measures taken else-
where,” and would “take the neces-
sary steps to ensure that banks in
Singapore are not disadvantaged
and are able to operate on an equal
footing with other banking sys-
tems.” The banking authority added
that “in Singapore, our financial sys-
tem remains stable and robust.”

On Monday, authorities in Indo-
nesia raised the amount of bank de-
posits that country will guarantee.

Hong Kong officials said the new
moves were in line with steps taken
in other jurisdictions to boost confi-
dence in banks, and that the new
measures would be in place until the
end of 2010.

HKMA officials didn’t provide

any details on the new facility to pro-
vide capital to banks. A spokesman
said it would be administered on a
“case-by-case basis.”

Though authorities and analysts
say Hong Kong’s banks are less lever-
aged than their American counter-
parts, and therefore more stable, the
movewasaimedatinsulatingthisChi-
nese financial hub, which is adminis-
tered separately from the rest of
China and has its own financial sys-
tem and currency, from any potential
further instability. Last month, a run
on Bank ofEast Asia Ltd. triggered by
cellphone text messages under-
scored the fragility of public senti-
menthere.Thebank’sseniormanage-
ment and Hong Kong officials both
strongly denied the existence of any
problems with the bank’s finances.

Hong Kong Financial Secretary
John Tsang said the latest measures
were only “precautionary and pre-
emptive,” and Mr. Yam said he saw
no need for the government to buy
up stakes in banks.

“Hong Kong, as a major financial
center in Asia, wants to be seen as
being ahead of the curve,” said Si-

mon Ho, a banking-sector analyst
for Citigroup in Hong Kong. Hong
Kong’s banking sector has had
mostly limited exposure to the secu-
ritized home loans that have led to
problems in the U.S. and Europe.

But growing fears of counter-
party risk have kept interbank lend-
ing rates stubbornly high in recent
weeks despite two interest-rate
cuts last week by the HKMA, the
city’s de facto central bank.

The HKMA’s Exchange Fund,
which is backing the deposit guaran-
tee, had assets of about HK$1.4 tril-
lion (US$180.4 billion) as of Aug.
31—an amount economists said
would be enough to credibly cover
the city’s bank deposits. According to
the HKMA, those bank deposits to-
taled HK$5.68 trillion as of last week.

“Once this settles down, the mar-
ket will start thinking again about
things like the economy,” said
Michael Chan, a J.P. Morgan analyst
who covers the financial-services
sector. “That’s obviously not look-
ing that good. There’s another
mountain to climb.”

 —Chester Yung and Amy Or
contributed to this article.

Hong Kong guarantees deposits

Sources: People’s Bank of China; WSJ reporting
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By Megumi Fujikawa,

Takashi Nakamichi

And Natasha Brereton

TOKYO—Japan announced a se-
ries of measures to support its stock
market and financial system, includ-
ing moves to give its banks broader
access to U.S. dollar loans.

At an extraordinary policy meet-
ing Tuesday evening, the Bank of Ja-
pan took steps as part of global ef-
forts to ease tensions in the short-
term market where banks have been
reluctant to lend each other.

Japan’s central bank kept inter-
est rates unchanged at 0.50%. But
signaling his resolve to fight the fi-
nancial turmoil, Gov. Masaaki
Shirakawa, at a news conference fol-
lowing the meeting, suggested that
the BOJ is considering even addi-
tional steps to strengthen money-
market functions, including paying
interest to banks’ reserve accounts.

Such a move could “provide one
option to allocate funds” in the
short-term market, Mr. Shirakawa
told reporters.

In a statement, the BOJ said it
will “introduce U.S. dollar funds-
supplying operations whereby
funds are provided at a fixed rate set
for each operation for unlimited
amount against pooled collateral.”

The BOJ also said it will broaden
types of eligible collateral for Japa-
nese government bonds and com-
mercial paper repurchase opera-
tions, whose functions were deeply
hurt by the collapse of Lehman
Brothers last month.

The BOJ added that it will expand
the range of collateral that it accepts
in its JGB repurchase operations, to
includefloating-rate JGBs, inflation-
indexed JGBs and 30-year govern-
ment bonds.

Moreover, it will increase the fre-
quency and the size of its commer-
cial paper repo operations, which
are usually conducted quarterly.
And the bank will broaden the range
of eligible asset-backed commercial
paper by accepting the debt obliga-
tions guaranteed by the bank’s coun-
terparty financial institutions as col-
lateral until the end of April 2009.

The bank will temporarily sus-
pend the sale of its stock holdings of
financial companies, it said.

The government and the BOJ
bought about 3.6 trillion yen ($35.3
billion) in major domestic bank
stocks in 2002 to 2006 in efforts to re-
solvethe effects of thebubble burstin
the 1990s. Since 2006, they have sold
back 1.6 trillion yen of such stocks.

Mr. Shirakawa maintained that
Japan’s financial system remained
healthy. There is no need for “un-
usual steps” such as guaranteeing
all of the deposits at Japanese banks
or debt issued by them, he said.

The BOJ added, on the earlier in-
struction of the central bank gover-
nor, it would “swiftly” examine fur-
ther steps to enhance the effective-
ness of money-market operations,
including those relating to the
bank’s reserve system.

On Tuesday, Tokyo’s benchmark
Nikkei average soared more than
14%. Early in the day, the govern-
ment announced steps to boost mar-
kets, including eased share-buyback
conditions and possible fund injec-
tions into regional banks.

The government aims to under-
pin Japanese stock prices and rein-
force the fail-safe mechanism for
the financial system.
 —Takashi Takeuchi

contributed to this article.

By Andrew Batson

BEIJING—Capital flows into
China have slowed sharply and even
reversed in recent months, accord-
ing to official data that show how
the financial crisis has disheartened
investors and disrupted banks in
this fast-growing nation.

The inflow shift is part of the dra-
matic turnaround in China’s eco-
nomic situation in the past few
months. Earlier this year, China’s
currency was surging against the
dollar, helping to draw tens of bil-
lions of investor dollars into the
country. Policy makers fretted
about whether the speculative in-
flows were large enough to destabi-
lize the financial system.

Now, the Chinese currency, the
yuan, has barely budged against the
dollar for two months, leading
many investors to unwind bets for
its continued appreciation. Both the
property market and export sector,
key drivers of recent growth, seem
to be deteriorating rapidly. Inves-
tors have noticed.

On Tuesday, China’s central bank
published fresh figures showing its

foreign-exchanges reserves—the
world’s largest—rising to $1.906 tril-
lion at the end of September from
$1.809 trillion at the end of June.
But the pace of increases has
slowed, and the new funds seem to
lag behind what trade and corpo-
rate investment are already bring-
ing into the country.

“I think it’s pretty certain that
we are seeing an outflow of capital
at this stage,” said Glenn Maguire,
Asia economist for Société Générale
in Hong Kong. However, he empha-
sized that “what we are seeing is an
unwinding of the hot money flows
that occurred earlier in the year,
rather than outright capital flight.”

The new figures suggest China
saw very limited if any inflows of
speculative capital—sometimes
called “hot money”—in July and Au-
gust. Andanalystsestimate that any-
where from $10 billion to $25 billion
left the country in September, just as
the financial crisis intensified.

China’s banks remain flush with
cash even amid the strains affecting
other nations’ financial systems.
Few signs exist of a credit crunch.
China’s large trade surpluses—
which hit a monthly record of
$29.37 billion in September—con-
tinue to push large quantities of dol-
lars into the financial system.

Officials are sanguine. “The im-
pact of this crisis on China is limited
and controllable. We are confident

we can maintain the stability of Chi-
na’s financial markets.” Chinese Pre-
mier Wen Jiabao said Tuesday in a
telephone conversation with U.K.
Prime Minister Gordon Brown, ac-
cording to a statement by China’s
foreign ministry.

Part of the slowdown in reserve
accumulation is likely due to the re-
cent rally of the dollar. Since China’s
reserves are reported in dollars, the
value of its nondollar holdings has
been shrinking. But currency moves
don’t explain all of the changes, and
there were unusual strains in Chi-
na’s markets in September.

“This outflow likely reflected for-
eign financial institutions attempt-
ing to repatriate capital and hoard
dollar liquidity in the midst of the
credit crisis,” said Logan Wright of
Stone & McCarthy Research Associ-
ates in Beijing.

The stress appears to have been
short-term only. “There was an out-
flow for two weeks. In October we’re
pretty much returning to form,” Mr.
Wright said, based on action in the
foreign-exchange market.

Even if it has slowed, the contin-
ued increase in China’s foreign-ex-
change reserves is also welcome
news for the U.S. at the moment. It
indicates Chinese demand remains
for the Treasury debt that is being
used to finance efforts to rescue the
financial system. While there has
been grumbling within China about

the low returns on that investment,
many observers don’t expect the re-
serves to be switched away from the
U.S. on a large scale.

“China is losing a bit of money in-
vesting in U.S. Treasurys, given the
dollar is depreciating in a long-term
trend,” Erh-fei Liu, Merrill Lynch’s
China chairman, said in Beijing. The
alternative is worse: “If China stops
buying Treasurys, the U.S. will stop
importing from China, and that’ll
hurt China demand and that’ll be a
loss-loss situation for both coun-
tries,” Mr. Liu said.

Data from the U.S. Federal Re-
serve indicate that foreign central
banks have been buying Treasury
debt more aggressively in the tur-
moil of recent months. Foreign cen-
tral banks’ holdings of U.S. Treasury
securities rose from $1.38 trillion at
the beginning of July to $1.51 tril-
lion at the end of September.

THE FINANCIAL CRISIS

Australia unveils
wide-reaching
stimulus package

Bank of Japan
moves to bolster
banks, markets
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Some consumers don’t see need to buy Blu-ray HD DVD
MARKETPLACE

need to purchase such players at all.
Certainly, some discounts on Blu-

ray players may be hard to resist.
While many players sell for around
$500, Sony last month dropped the
price on its entry-level Blu-ray
player to $299 from $399. Samsung
Electronics Co. followed suit, cut-
ting its price for an entry-level
model to $299 from $399.

Lesser-known brands are drop-
ping their Blu-ray player prices
even further. In early September,
Best Buy Co. advertised its Insignia
brand Blu-ray player for $229. It
also offered to sell the player at just
$149 with the purchase of a high-def-
inition TV.

Overall, prices for Blu-ray play-
ers dropped 12% in the third quarter
to $350 after adjusting for new in-
troductions and old models pulled
from the market, according to
PriceScan, a price and product com-
parison service.

At the same time, manufacturers
are outfitting their Blu-ray DVD
players with new features to lure
shoppers. Sony’s new players now
start up in about six seconds, down
from up to 50 seconds for previous
players. Samsung’s new players
come with a chip that improves the
picture quality for standard-defini-
tion DVDs on HDTVs.

While such enticements will
likely boost sales of Blu-ray players
this holiday season over last year,
many consumers are getting their
fill of high-def content through
other means. Satellite companies Di-
recTV Group Inc. and Dish Network
Corp., for instance, are boosting
their high-definition offerings. Di-
recTV had 95 channels in high-defi-
nition by the end of last year and has
since grown that to 130. In July, the
company also launched a video-on-
demand service with high-defini-
tion movies. It is now making deals
to broadcast events and TV shows
in high definition, such as the third
season of “Friday Night Lights,”
which DirecTV is airing exclusively
for its subscribers. Dish Network in

July launched a video-on-demand
service with full high-definition
movies.

Meanwhile, Vudu Inc., maker of
a set-top box that streams movies
over the Internet, earlier this month
launched its HDX offering, or full
high-definition movies available for
rental via the Internet. Newly re-
leased movies cost $6, while older ti-
tles cost $4; both take up to four
hours to download. Likewise, Apple
Inc.’s Apple TV device can stream
high-definition movies from the In-
ternet to the TV.

That’s enough to satisfy consum-
ers such as Ms. Johnston. She cur-
rently watches high-definition TV
channels such as TNT, TBS and the
Discovery Channel through her
Comcast Corp. cable box. She says
she may also purchase the Apple TV
device.

“We don’t have any Blu-ray
[movie discs], so we’d have to go out

and buy movies to take advantage”
of a Blu-ray DVD player, she says.
With Apple TV, she notes, she al-
ready has movies streaming
through the Internet.

Blu-ray still has advantages over
high-definition delivered via cable
and the Internet. Playing a Blu-ray
movie on a Blu-ray DVD player is eas-
ier than ordering video via the Inter-
net or other mediums, for instance.
Many consumers may not have the
necessary bandwidth to quickly
transfer a high-definition video
over the Internet to their TV, ana-
lysts note.

Paul Erickson, an analyst with
market research firm Display-
Search, adds that Blu-ray quality for
now is the best in the industry.
That’s because Blu-ray players dis-
play movies in “full” high-definition
or 1080p, which means 1080 lines of
vertical resolution are displayed
progressively. In contrast, the ma-

jority of content providers display
HD TV and movies in the lesser high-
definition 720p.

Prasanna Ganesan, chief techni-
cal officer for Vudu, says his compa-
ny’s HDX technology is the best In-
ternet-based HD quality available,
but acknowledges that it doesn’t
“have the bandwidth for an experi-
ence identical to Blu-ray.”

To combat the satellite opera-
tors and devices that are offering
high-definition content, the Blu-
Ray industry is starting to embrace
digital distribution. New Blu-ray
players from Samsung and Sony are
incorporating Internet ports to al-
low users to access a service called
BD Live through their Blu-ray
player. After inserting the disc in
the player, the service accesses the
Internet for extra content such as
movie clips and interactive trivia
games.

In its release this month of

“Sleeping Beauty” on Blu-Ray, Walt
Disney Co. included BD-Live fea-
tures such as “movie chat,” where
viewers use a Web-enabled device,
such as a Blackberry or iPhone, to
send messages to chat with friends
watching from a different location.

Despite such efforts, some con-
sumers appear satisfied with the
high-definition content already out
there. Robert Raynor Jr., a lawyer in
New Bern, N.C., has owned a Blu-ray
player built into his Sony Playsta-
tion 3 video game console for over a
year, but decided to stop buying Blu-
ray movies this year because he gets
all the high-definition movies he
needs from his DirecTV subscrip-
tion. The quality between the two,
he says, is “fundamentally the
same.”

“I won’t be buying anymore Blu-
ray movies,” says Mr. Raynor, 54
“It’s just more feasible for me to ac-
cess HD through DirecTV.”

Continued from page 27

By David Benoit

Bloomberg LP named Andrew
Lack, a former NBC president, as
chief executive for its multimedia
group, including the media conglom-
erate’s television and radio opera-
tions, completing another step in its
refocusing plan.

Mr. Lack will head the reorga-
nized multimedia group, which in-
cludes the news wire service,
Bloomberg Markets magazine and
Bloomberg press. Most recently he
had been chairman of Sony BMG Mu-
sic Entertainment. He has also
served as a producer of CBS’s “60
Minutes” news-magazine program,
and earned 16 Emmy Awards in his
tenure at the network.

“Andy Lack is a news legend,” said
Bloomberg President Dan Doctoroff.
“His extraordinary accomplish-
ments at NBC and CBS News and his
innovative work in the entertain-
ment industry at Sony Corp. qualify
him uniquely to lead Bloomberg’s
multimedia businesses.”

Mr. Lack said he was returning to
his “first love”— news—because he
wasapproachedbyBloombergandim-
pressed by the company’s ambitions.

Bloomberg taps
executive to lead
multimedia group
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UAE tries again to prompt banks to lend
Government offers
additional liquidity;
details remain vague

By Joel Sherwood

Iceland’s OMX 15 index fell 5.8%
after reopening from a three-day
halt Tuesday, as the government
continued to seek foreign assis-
tance and ask banks to help limit
capital outflows.

Icelandic officials were talking
with Russia and the International
Monetary Fund. Iceland’s central
bank Tuesday said it has drawn Œ400
million ($543 million) from standing
swap facilities with central banks in
Denmark and Norway. Iceland is also
talking with the U.K., which is trying
to recover U.K. savers’ deposits fro-
zen in Icelandic banks.

Iceland is mired in economic cri-
sis amid concerns the government
won’t be able to meet foreign debt
obligations of the country’s three
biggest banks, which the govern-
ment took over last week. Trading
remained suspended Tuesday in
shares of the three, Kaupthing Bank
hf, Landsbanki Íslands hf and Glit-
nir Bank hf, and of three other finan-
cial institutions.

Iceland’s central bank on Friday
urged banks to ration foreign ex-
change, calling on them to give for-
eign currency only to their own cus-
tomers, and to give priority to im-
porters of essential items such as
foodstuffs, pharmaceuticals and oil
products. The central bank said it is
strongly suggesting that banks fol-
low their guidelines, but they aren’t
formal requirements.

As the stock market reopened af-
ter three days without trading, oper-
ator Nasdaq OMX Group Inc. marked
down the value of the shares in the
three nationalized banks to zero,
causing the index to initially fall 76%.

Trading in the krona currency
was at a standstill after dropping
80% against the euro last week, deal-
ers said.

“In order to stabilize the wider
situation, the currency must be sta-
bilized first,” said Sunil Kapadia, a
London-based economist at UBS.
“Without this, the risk of hyperinfla-
tion and a complete loss of confi-
dence in the currency’s value will be-
come greater and greater.”

Mr. Kapadia sees Iceland’s econ-
omy contracting by 15% to 25% over
the next two years and inflation ris-
ing into a 20% to 40% range from
14% currently.

By Chip Cummins

DUBAI—The United Arab Emir-
ates said Tuesday it would pump
an additional $19 billion of liquid-
ity into its financial system to spur
bank lending.

In a statement issued by the
country’s state press agency, the
government said the country’s
prime minister had ordered funds
to be transferred to the finance
ministry, which will then “inject li-
quidity into the national banking
sector.” It didn’t provide details.

The new cash will bring the gov-
ernment’s total financial support
so far to its banking system to
$32.7 billion. The central bank set
up a special $13.7 billion lending fa-
cility last month to ease a liquidity
crunch in the interbank market.

Amid global worry over the
health of banks in the U.S., Europe
and Asia, the small but oil-rich UAE
has announced a number of mea-
sures to shore up confidence. This
week, it said it would guarantee do-
mestic bank deposits for three
years. It also said it would guaran-
tee interbank lending and make it
easier for some listed companies to
buy back their shares.

Saudi Arabia said this week it
would make some $40 billion avail-
able to its banks, if they need it. On
Monday, Qatar said its state-owned

investment fund would invest in its
banks, suggesting it would take
stakes of as much as 20% in its pub-
licly traded banks. Officials from
all three governments have as-
sured investors that their banking
systems are sound.

Despite its oil wealth, the Per-
sian Gulf is struggling through its
own credit crunch. Banks have lent
heavily amid an oil-fired economic
boom. When international credit
markets broke down last month,
overseas lending lines to the re-
gion were severed, exacerbating
rising borrowing costs. Share
prices on most of the region’s
bourses have fallen sharply in re-
cent weeks over worry about fall-
ing oil prices and the sustainability
of the region’s booming property
markets.

Recent moves seem to be loosen-
ing up credit somewhat. Interbank
lending rates in Saudi Arabia and
the UAE eased modestly Monday.
Most Gulf markets were trading
higher early Tuesday, following
sharp gains Monday. Dubai’s main
stock index gained 10.8% on Tues-
day, while Abu Dhabi closed up
7.5% and Doha rose 9.9%.

But a lack of details about how
banks can access the new money
available in the UAE, and how Qa-
tar will inject cash into its banking
system, has sown confusion. In its
statement Tuesday, the UAE said
only that the country’s prime minis-
ter had established a committee of
finance-ministry and central-bank
officials to execute the latest liquid-
ity injection. It gave no timeline for
when the funds would be available.

FINANCIAL CRISIS AND REPAIR

Borrowed risk
As the financial crisis spreads, 
rates on one-month loans 
between banks in several
Gulf states have climbed

Source: Thomson Reuters
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U.K. commercial-property firms retrench
Credit-market freeze,
economic slowdown
curb office demand

By Anita Likus

LONDON—U.K. commercial-
property companies are selling as-
sets and putting developments on
hold as credit is virtually unobtain-
able and layoffs across the finan-
cial sector and related industries
are curtailing demand.

Two of the country’s biggest
commercial developers and land-
lords, Land Securities PLC and Brit-
ish Land PLC, have between them
offloaded almost £5 billion ($8.68
billion) in assets during the last fis-
cal year. And they aren’t alone.

U.K.’s real-estate giants have
been selling properties to reduce
debt and position themselves for
further market declines. New com-
mercial-property developments—
once constructed with confidence
in a quick lease—are also rare as
businesses fail to secure financing.

“Headlines will be negative for
some months to come,” said British

Land’s departing chief executive,
Stephen Hester.

Industry specialists warned
that after 2010, developers will
break ground on only a handful of
major developments, because even
if the funding environment im-
proves in 2009, finance for specula-
tive developments will remain hard
to obtain. Speculative development
swells when commercial real-es-
tate markets are booming—and de-
clines offer a gauge of market
health.

London-based real-estate invest-
ment consultants at Jones Lang La-
Salle predict that speculative office
space delivered to the market will
fall to about 2.66 million square
feet in 2009 from around three mil-
lion square feet in 2008. By 2010,
the amount delivered will shrink
nearly 50% to 1.52 million square
feet. By the end of 2009, Land Secu-
rities’ London developments will to-
tal a tenth of those completed dur-
ing 2007, according to the firm.

British Land, which last quarter
sold its Willis Building for £400 mil-
lion, among other sales, also an-
nounced cutbacks in development
going forward as job losses in the
City of London are no longer re-

stricted to the banking sector but
include lawyers and other profes-
sionals.

Jobs cuts are boosting vacancy
rates and shrinking rents through-
out London. London rents have
fallen 15% in the City and the West
End since 2007 as vacancies force
landlords to increase incentives for

tenants. Only 1.9 million square
feet was leased across London in
100 deals in the third quarter, the
lowest level since 2004.

Analysts predict rents will fall
an additional 10%, reaching as low
as £40 to £45 a square foot during
the next 12 to 18 months. This will
further curtail supply of property
in the short term as it will discour-
age developers from breaking
ground on projects. Francis Salway,
chief executive of Land Securities,
which manages a national portfolio
of £14 billion, said rent prices react
to total employment.

Vacancy rates are soaring—they
already have risen to 8.8% from
4.2% in 2007. But landlords hope
that with few new projects in the
works, vacancy rates will fall to
about 8% in 2010 or so, driving
rents up and expanding yields for
commercial-property companies.

“It is important to remember
that we are in the down part of a cy-
cle and the actions being taken in
these gloomy times—holding back
on developments, stabilizing finan-
cial structures, lowering rents and
pricing of real estate—will in fact
sow the seeds of recovery,” Mr. Hes-
ter said.

Neil Prime, head of the office-
leasing team at Jones Lang LaSalle,
said “the downturn is more severe
and longer lasting than previously
anticipated…and as occupiers re-
trench in reaction to the global eco-
nomic climate rents will continue
to fall until at least the end of 2010.”

But Mr. Prime said the first
signs of a bounce back will be felt in
the City of London, “where we ex-
pect demand to accelerate in re-
sponse to a shortage of supply.”
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The U.K. rental market for
office space has peaked, and 
new speculative developments 
have stalled. 
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U
NITED Technol-
ogies Corp. for-
mally withdrew

its eight-month-old,
$2.63 billion bid to
buy Diebold Inc., in
the wake of the “ex-
tended refusals” of Die-
bold management to
engage in discussions.

Diebold, a U.S. maker of automated-teller ma-
chines and electronic-voting devices, steadfastly re-
buffed negotiations since United Technologies first
went public with its unsolicited, $40-a-share offer in
late February. Meanwhile, United Technologies had
been showing increasing signs of losing patience.

Diebold reiterated its forecasts for 2008, which
it raised Sept. 30. —Bob Sechler

United Technologies ends
its bid to acquire Diebold

A
LCATEL-LUCENT said
it is weighing options
for its Œ1.4 billion

($1.9 billion) stake in French
defense-systems company
Thales SA, following an ex-
pression of interest from jet
maker Dassault Aviation
SA.

Dassault Aviation said it
would consider buying both
Alcatel-Lucent’s 20.8% stake
as well as a 5.8% stake in Tha-

les owned by GIMD, the holding company of the Das-
sault family. The plan represents a reversal for the jet
maker, whose chief executive said in August that it
wouldn’t be interested if Alcatel-Lucent were to sell
its Thales stake. Alcatel-Lucent had previously played
down the likelihood of a sale. —Jethro Mullen
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Alcatel-Lucent mulls sale
of stake in France’s Thales

B
ERTELSMANN
AG said it will
start a music-

rights business.
The Gütersloh, Ger-

many, media com-
pany plans to offer
creative, marketing,
accounting and licens-
ing services for song-

writers and performers, as well as assistance in col-
lecting earnings and financing projects.

Bertelsmann in August announced the sale of its
50%-stake in music venture Sony BMG to Sony
Corp. for $900 million. Part of the deal called for
Bertelsmann to take over select European music-cat-
alog assets, representing about $20 million, or less
than 1%, of Sony BMG’s revenue last year.
 —Associated Press

Cadbury’s CEO gains more control
Some positions
are cut to accelerate
decision making
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By Ruth Bender

PARIS—Citing tough market con-
ditions, JCDecaux SA and News
Corp. said they are abandoning
their plan to combine some opera-
tions in a deal that would have cre-
ated the world’s largest outdoor-ad-
vertising company.

In a joint statement Tuesday, the
companies said “economic and capi-
tal-market conditions have made it
increasingly difficult to conclude
strategic partnerships on this
scale.”

The deal, under which JCDecaux
was to buy News Corp.’s Russian-
based billboard-advertising unit,
News Outdoor, would have made
the French company the world’s

largest outdoor-ad company by rev-
enue, leapfrogging San Antonio-
based Clear Channel Outdoor Hold-
ings Inc.

However, investors were wor-
ried about the risks of such a trans-
action, especially in the current fi-
nancial climate. Analysts said the
cancellation was good news for JC-
Decaux, as the company won’t have
to take on debt or issue stock to fi-
nance the acquisition. In Paris trad-
ing, JCDecaux shares were up 4.2%
to Œ14.09 ($19.16).

JCDecaux and News Corp. de-
clined to comment further.

Since JCDecaux and News Corp.
announced last month they were in
exclusive talks over News Outdoor
assets mainly in Russia and Eastern

Europe, shares in JCDecaux had
fallen 13%. JCDecaux Chief Execu-
tive Jean-Charles Decaux and other
media executives have indicated
over past weeks that they expect a
difficult 2009 for the global adver-
tising market because of the eco-
nomic downturn.

The companies hadn’t disclosed
financial terms of the proposed
deal. News Outdoor, which posted
revenue of $420 million for 2007,
has 4,500 employees in Russia, East-
ern Europe, Turkey, Israel, India
and Southeast Asia.

Last year, News Corp., which
owns Dow Jones & Co., publisher of
The Wall Street Journal, said it was
exploring “strategic options” for
the outdoor-advertising unit.

JCDecaux is the biggest outdoor
advertiser in Europe, with a market
capitalization of about Œ3 billion.

JCDecaux, News Corp. drop deal

By Aaron O. Patrick

London

C ADBURY PLC is restructuring
its corporate ranks to elimi-
nate a layer of management,

giving Chief Executive Todd Stitzer
direct control over the company’s
operating units.

Starting next year, the maker of
Cadbury Dairy Milk chocolate bars,
Trident gum and other products,
will abolish the positions of re-
gional managers and 250 of their
staff. As a result of the moves, the
company will have seven geo-
graphic divisions, up from four now.

The change will speed up decision
making from “60-miles-an-hour to
90,” Mr. Stitzer said in an interview.
“There are some very strong busi-
ness-unit leaders underneath the re-
gions. It will be more effective to have
a direct relationship with them.”

The changes might allay con-
cerns among some investors that
Mr. Stitzer may be hesitant to take
more steps to cut costs. London-
based Cadbury has some of the low-

est profit margins in the food indus-
try, and Mr. Stitzer needs to close
factories and cut thousands of staff
to boost profit, analysts say.

Cadbury last year announced
plans to close a U.K. factory and lay
off 7,500 workers. The candy maker
generates an average of £70 million
($121.6 million) in annual revenue
fromeachofitsfactories,farbelowri-
val Hershey Co.’s £206 million and
Wm.WrigleyJr.Co.’s£122million,ac-

cording to a recent report by Sanford
C. Bernstein analyst Andrew Wood.
Mr. Wood thinks Cadbury will come
under investor pressure if it doesn’t
get profit margins closer to its rivals.

Earlier this year Cadbury spun
off its drinks division, Dr. Pepper
Snapple Group Inc., following pres-
sure from Nelson Peltz, an activist
investor who has taken a stake in
the company through Trian Fund
Management LP. A spokeswoman

for Mr. Peltz declined to comment
on Tuesday’s announcement.

In addition to the corporate reor-
ganization, Cadbury announced
other cost-cutting measures. It
plans to reduce the number of prod-
ucts sold in Australia and New
Zealand by 30%, merge three re-
search labs in Europe, and hire a
company to clean and maintain its
offices around the world.

Demand for the company’s choc-
olates and gum appears to have
been little affected by the global fi-
nancial crisis. Revenue in the third
quarter rose 6% from the year-ear-
lier period, excluding the effect of
currency changes, acquisitions and
divestments, compared to revenue
growth of 7% in the first half, Cad-
bury said Tuesday. It didn’t report
specific results.

One problem facing the company
next year will be higher commodity
costs. Even though the price of co-
coa, oil and other products is falling,
Cadbury bought hedging contracts
that set the price it pays for com-
modities well in advance. Its com-
modities bill will be 6% to 8% higher
in 2009, Chief Financial Officer Ken
Hanna said on the conference call.

Cadbury shares rose 1.9% to
£5.08 in London trading amid a
broad market rally.
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JCDecaux
On Euronext Paris
Tuesday’s close: Œ14.09, up 4.2%
52-week change: down 44%

52-WEEK SHARE PERFORMANCE

Source: Thomson Reuters Datastream

5

10

15

20

25

Œ30

'082007

7
MUSIC

Cadbury, maker of Cadbury Dairy Milk chocolate bars, Trident gum and other
products, will cut regional-manager and staff positions starting next year.

By Elena Berton

LONDON — GlaxoSmithKline
PLC’s breast-cancer drug Tyverb
shouldn’t be eligible for reimburse-
ment under the U.K.’s publicly-
funded health-care system, an influ-
ential health-care group recom-
mended on Tuesday.

The drug maker said that the
U.K.’s National Institute of Clinical
Excellence, which decides what
treatments are made available free
to U.K. patients, isn’t recommending
Tyverb’s use by the National Health
System. In its decision, NICE re-
jected the drug maker’s offer to bear
part of the cost of the treatment.

The recommendation is still pre-
liminary and subject to a second
round of consultations. However,
NICE’s views are closely watched by
governments and health insurers
world-wide.

In July, NICE issued a draft rec-
ommendation against reimburse-
ment for the drug, saying Tyverb’s
benefits weren’t sufficient to recom-
mend its use when taking into ac-
count the costs of the drug and asso-
ciated treatment. Annual treatment
runs about £21,000, or $36,000.

Tyverb, sold as Tykerb in the
U.S. and known generically as lapa-
tinib, had modest world-wide sales
of £51 million last year, its first year
on the market. But Glaxo hopes the
drug will eventually become a top-
selling product.

Glaxo, the world’s second-largest
drug maker by prescription drug
sales after Pfizer Inc., said the adop-
tion of NICE’s recommendation
would mean U.K. patients will be dis-
advantaged compared with patients
in other European countries where
the drug is reimbursed. Glaxo said it
remains committed to working with
NICE and the NHS to make the medi-
cine available to patients in the U.K.

The drug is the first once-daily
pill for breast cancer patients who
have tested positive for a protein
called HER2, believed to account for
about 25% of all breast cancer cases.
Used in combination with Roche
Holding AG’s cancer drug Xeloda, Ty-
verb is aimed at patients whose can-
cer has stopped responding to treat-
ment with standard chemotherapy
and Genentech Inc.’s Herceptin.
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RIM hopes users flip over the smartphone
First BlackBerry
in clamshell form
is easy on the ear

Credit crunch sparks
sales among U.K.
developers. Page 28

By Katherine Boehret

S
MARTPHONES are mas-
ters of multitasking. They
email, browse the Web, in-
stant message, take pic-
tures, run applications, or

play videos and music. So it’s easy
to forget how uncomfortable they
are to use as phones. Most are rec-
tangular slabs that are awkward to
hold against the ear, causing many
smartphone users to also carry a ba-
sic cellphone just for calls.

At least one smartphone manu-
facturer is doing something about

this. This week, Re-
search in Motion
Ltd. introduced the
BlackBerry Pearl
Flip 8220, available

for $150 with a two-year contract
from T-Mobile. This device is the
first BlackBerry in a flip phone, or
clamshell, form. Like RIM’s main-
stream, candy bar-shaped Black-
Berry Pearl, the Flip uses a Sure-
Type keyboard, which has con-
densed keys and relies on predictive
text software.

After using the Pearl Flip for a
week, I’ve found it to be a stylish
messaging device that works well as
a comfortable phone. I really liked
its exterior screen, which is de-
signed to show previews of incom-
ing messages, saving people the
trouble of flipping open the device.
It runs on T-Mobile’s slow Edge net-
work, but has built in Wi-Fi and the
ability to automatically connect to

saved, nearby wireless networks.
First-time smartphone buyers

will likely find the Pearl Flip to be a
good fit. When it flips open, a spe-
cial hinge drops the top half of the
device slightly behind the bottom
half, and a handy trackball makes
navigation easy. The Flip’s Web
browser enables streaming videos
that looked sharp on its interior
screen, and a microSD card slot sup-
ports up to 16 gigabytes of memory.

But current BlackBerry owners
who want to switch to a device with
a more comfortable phone may have
trouble adjusting to the Pearl Flip’s
SureType keyboard—especially if
they’re used to a device with a full
QWERTY keyboard. Though the
Pearl Flip’s keyboard is a generous
size and its keys are flat and easy to
press, its SureType design assigns
two letters to almost every key,
which can be frustrating to use
when predictive text guesses a dif-
ferent word than that which is in-
tended.

The Pearl Flip supports T-Mo-
bile’s Unlimited HotSpot Calling, a
service that doesn’t use any min-
utes on phone calls begun in Wi-Fi
zones. Even if a user leaves the
Wi-Fi zone in which he or she
started a phone conversation, the
call passes over to the T-Mobile cel-
lular network without dropping the
call or deducting any minutes. This
service costs $10 monthly in addi-
tion to regular service charges.

When I made calls on the Pearl
Flip, friends on the other line noted
how crisp and clear our connection
sounded. And best of all, the Pearl
Flip’s long, clamshell profile was
easy to hold and fit snugly and com-
fortably between my ear and shoul-
der when I needed two hands to
carry things.

BlackBerry’s signature red light
blinks in the top corner to indicate
new messages. The 1.6-inch exterior
screen displays about 25 words,
give or take, from newly received
emails, instant messages, SMS,
MMS, calendar notifications and
task reminders. If a message is re-
ceived from a contact to whom a
photo is assigned, that photo also
showed up on the external screen to
identify the sender. Side buttons let
users scroll up or down through
these previews.

This external display is designed
so that the same message being pre-
viewed will appear on the internal
screen as soon as the Pearl Flip is
opened. This makes sense because
most people will want to reply to
some emails or read their entire con-
tents after seeing a short preview.
But my device didn’t do this at first;
instead, the internal screen seemed
completely unrelated to the exter-
nal screen. My internal screen only
corresponded with the previews af-
ter my external screen froze and I re-
booted the Pearl Flip. RIM said it
hadn’t seen this behavior before,
and wasn’t sure what had caused it.

The interior screen measures 2.4
inches diagonally and has a resolu-
tion of 320x340 pixels, which is
larger and more colorful than most
basic cellphones. While using Wi-Fi,
I pulled up YouTube and watched a
video. It played without skipping or
stopping while streaming directly
from the Web. A higher-resolution
video, which was saved to my de-
vice, automatically played in hori-
zontal mode so as to take up the en-
tire screen; YouTube videos play ver-
tically, without using the full
screen.

Up to 10 email accounts can be
set up on the Pearl Flip; I had no

problems using Hotmail, .Mac and
Gmail accounts. I also signed into
AOL Instant Messenger and Google
Talk on the Pearl Flip. Along with
these messaging programs, ICQ,

Windows Live Messenger, Yahoo
Messenger and BlackBerry Messen-
ger also come pre-installed and
ready to use.

If my Pearl Flip was closed and I
remained signed into an instant mes-
saging client, notifications ap-
peared on the external screen tell-
ing me who was sending an IM and
what it said. When I opened the de-
vice, I was automatically directed to
the screen where I could reply to the
instant message.

I tested the T-Mobile Unlimited
HotSpot Calling feature by starting
calls using a Wi-Fi network and then
leaving the network’s range. The
calls remained steady without drop-
ping or fading, and if I were a paying
customer, I wouldn’t have been
charged minutes for those calls.
Calls that I started out of Wi-Fi
zones and ended in Wi-Fi zones do
deduct minutes from accounts. My
Pearl Flip had no trouble automati-
cally moving from the cellular net-
work to a Wi-Fi network.

All T-Mobile Wi-Fi hotspots,
such as at airports or in Starbucks,
automatically work with the Pearl
Flip if you’re registered for the $10
monthly Unlimited Hotspot Call-
ing.

If you’re considering taking the
plunge into the always-connected
world of smartphones, or if you want
a more comfortable phone in your
smartphone and don’t mind the
quirks of SureType, the Pearl Flip
8220 may be the BlackBerry for you.

Edited by Walter S. Mossberg.
Email mossbergsolution@wsj.com.

How the slow-motion market crash left
most investors scrambling. Long-held
strategies tossed overboard. Pages 14-15

Software for artists:
are they ‘cheating’?
WSJ.com/BizTech

By Christopher Lawton

Blu-ray became the standard for
high-definition content when it de-
feated the HD DVD format in Febru-
ary. But Julie Johnston, a graphic de-
signer in Denver, Colo., is still on the
fence about buying a Blu-ray high-
definition DVD player.

“Lately, there are so many ways
to get” high-definition content that
“it’s not necessarily about just buy-
ing a DVD player anymore,” says the
30-year-old.

Ms. Johnston’s dilemma is one
that many shoppers face this holi-
day season. When high-def formats
were introduced in 2006, many con-
sumers didn’t buy the players as
they waited for the industry to de-
cide between two competing for-
mats for high-definition content:
Blu-ray, which was backed by Sony
Corp., Time Warner Inc.’s Warner

Bros. Entertainment and others,
and HD DVD, which was backed by
Toshiba Corp., Viacom Inc.’s Para-
mount Pictures and others. Blu-ray
won out earlier this year, when
Toshiba dropped its HD DVD for-
mat, theoretically opening the flood-
gates for more sales of Blu-ray DVD
players.

But Blu-ray’s victory comes as
high-definition content is increas-
ingly creeping into homes through
other means. Cable and satellite ser-
vices are offering more high-defini-
tion channels and video-on-demand
services. Device makers are pushing
set-top boxes and videogame con-
soles that can play high-definition
content. As a result, even as elec-
tronics-makers push some of the
best-ever deals on Blu-ray DVD play-
ers this holiday season, more con-
sumers are asking whether they

Please turn to page 29

Weighing need to buy
Blu-ray’s HD DVDs
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Research in Motion’s BlackBerry Pearl
Flip 8220, the first BlackBerry in a flip
phone, or clamshell, form.
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GM to close two plants ahead of schedule
Auto maker prepares
for substantial loss;
cash reserves dwindle

By Sharon Terlep

General Motors Corp., now con-
sidering a tie-up with Detroit rival
Chrysler LLC, will close a metal
stamping plant in Michigan and a
truck plant in Wisconsin sooner than
previously expected.

The closings are part of GM’s ef-
forts to cut expenses ahead of what is
expected to be a substantial third-
quarter loss. They also come as GM’s
top executives are considering how
to ensure the company’s future, in-
cluding a merger with Chrysler.

News of talks
between GM and
Chrysler
emerged over the
weekend. On
Monday,
Chrysler Chief Ex-
ecutive Officer
Robert Nardelli
told employees in
a memo that the
auto maker’s top
executives “have
approached and
have been approached by third par-
ties who are interested in exploring
future possibilities with Chrysler.”

Mr. Nardelli acknowledged re-
ports of talks with GM, but wrote that
the company doesn’t comment on
“speculation.”

Worries about whether GM has
enough cash to survive caused the
company’s stock to plunge last week
to its lowest level since 1951. After
jumping 33% Monday, GM’s battered
shares were down 10 cents to $6.41 in
late-afternoon trading Tuesday on
the New York Stock Exchange. A year
ago the stock traded for $43.20.

In a move that promises to add
pressure to GM’s short-term outlook,
GMAC LLC—the lending arm that fi-
nances a bulk of buyers purchasing

GM vehicles—said Monday it is tak-
ing a more conservative lending
stance in financing, limiting purchase
contracts to customers with credit
scores of 700 and above. The median
score of Americans is 720. The move
will further squeeze car buyers al-
ready pressured by economic con-
cerns and high gasoline prices.

GM said on Monday its Janesville,
Wis., truck-assembly plant will halt
production Dec. 23. The plant em-
ploys 1,200 workers and makes large
sport-utility vehicles such as the
Chevy Tahoe and GMC Denali. GM
had previously announced the plant

would close by 2010 without giving a
specific date.

The company also announced it
will close a metal-stamping plant
near Grand Rapids, Mich. Earlier this
month, GM said it would close an-
other SUV plant in Moraine, Ohio, on
Dec. 23.

In June, GM said it intended to
close four truck factories in total, in-
cluding plants in Oshawa, Ontario,
and Toluca, Mexico, as well as the Jan-
esville and Moraine operations. GM
was consuming about $1 billion in
cash a month in the second quarter.
Analysts believe it is burning much

more now because of production cut-
backs in the third quarter and be-
cause the financial crisis has slowed
auto sales dramatically.

Buckingham Research analyst Jo-
seph Amaturo estimates GM burned
through $5 billion in the third quar-
ter. GM had about $21 billion in cash
reserves as of June 30. Since it needs
a minimum of $11 billion to $14 billion
to run its operations, some analysts
believe it risks running short of cash
within 12 months if doesn’t raise addi-
tional financing.

GM hasn’t yet said when it will
report third-quarter results. The

company lost $15.5 billion in the sec-
ond quarter.

GM Chairman and Chief Executive
Officer Rick Wagoner believes acquir-
ing Chrysler could open up new cost-
cutting opportunities and give the
company more revenue, people famil-
iar with the matter said.

Last Friday, before news of the
talks with Chrysler surfaced, Mr. Wag-
oner told employees in a video mes-
sage that GM is trying to be “surgical
and smart” in making cost cuts. He
also said GM executives are working
around the clock to relieve the compa-
ny’s liquidity crunch.

Rick Wagoner

CORPORATE NEWS

By Christoph Rauwald

FRANKFURT—Responding to
weak industrywide demand, Daim-
ler AG will stop making trucks un-
der its North American brand Ster-
ling in March and will shut down
plants in the U.S. and Canada.

Daimler, the world’s biggest
truck maker by sales, said Tuesday
it will close a Thomas, Ontario, plant
in March and Portland, Ore., plant in
June 2010, when labor contracts ex-
pire. The moves will affect about
2,300 workers at the two plants.

The company, based in Stutt-
gart, Germany, also plans to cut
about 1,200 administrative jobs,
more than half of which are directly
connected to the Sterling brand.

The moves are expected to im-
prove earnings by $900 million a
year by 2011, with costs of the re-
structuring program estimated at
$600 million, Daimler said.

The Sterling brand is relatively
small, accounting for about 12,600
of the 80,400 trucks Daimler sold in
North America in the first nine
months of this year.

Daimler to shut
two truck plants
in North America

Bob Takai and his team at Sumitomo Corporation manage
risk with composure and ease. As one of the world’s largest
trading companies, Sumitomo counts on CME Group for access
to the widest range of derivatives products—with unparalleled
liquidity—available on any exchange.With centralized clearing
and complete price transparency, CME Group ensures market
integrity and virtually eliminates counterparty credit risk for
investors around the world.

By improving the waymarkets work, CME Group is a vital force
in the global economy, offering futures and options products on
interest rates, equity indexes, foreign exchange, commodities and
alternative investments. Learn how CME Group can change your
world by visiting www.cmegroup.com/info.

BOB TAKAI

General Manager,
Financial Services Division,
Sumitomo Corporation

“Managing risk brings peace of mind.”
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 46.50 $26.68 0.61 2.34%
Alcoa AA 26.60 12.99 –0.83 –6.01%
AmExpress AXP 21.90 28.19 0.89 3.26%
BankAm BAC 200.90 26.53 3.74 16.41%
Boeing BA 11.40 45.07 –2.01 –4.27%
Caterpillar CAT 11.10 47.49 –1.99 –4.02%
Chevron CVX 24.60 68.54 –1.35 –1.93%
Citigroup C 241.40 18.62 2.87 18.22%
CocaCola KO 26.10 43.73 –3.53 –7.47%
Disney DIS 18.60 25.68 –1.04 –3.89%
DuPont DD 11.40 36.19 –1.04 –2.79%
ExxonMobil XOM 56.60 72.46 –0.62 –0.85%
GenElec GE 146.00 20.85 –0.15 –0.71%
GenMotor GM 48.90 6.54 0.03 0.46%
HewlettPk HPQ 26.20 40.47 –0.93 –2.25%
HomeDpt HD 25.30 21.07 –0.64 –2.95%
Intel INTC 110.80 15.93 –1.06 –6.24%
IBM IBM 13.70 93.60 1.39 1.51%
JPMorgChas JPM 90.20 40.71 –1.28 –3.05%
JohnsJohns JNJ 35.00 64.00 1.32 2.11%
KftFoods KFT 22.60 27.91 –0.42 –1.48%
McDonalds MCD 16.20 56.02 –1.23 –2.15%
Merck MRK 17.60 29.13 –0.29 –0.99%
Microsoft MSFT 153.60 24.10 –1.40 –5.49%
Pfizer PFE 80.50 17.13 0.45 2.70%
ProctGamb PG 27.50 64.10 0.81 1.28%
3M MMM 9.60 59.37 –0.25 –0.42%
UnitedTech UTX 14.40 52.53 –1.60 –2.96%
Verizon VZ 19.40 28.95 0.02 0.07%
WalMart WMT 26.50 54.44 –0.06 –0.11%

Dow Jones Industrial AverageP/E: nil
LAST: 9310.99 t 76.62, or 0.82%

YEAR TO DATE: t 3,953.83, or 29.8%

OVER 52 WEEKS t 4,601.95, or 33.1%

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

12500

11500

10500

9500

8500

7500
18 25 1 8 15 22 29

Aug.
5 12 19 26

Sept.
3 10

Oct.

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

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

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

Royal Bk Scotland 93 –96 –191 –66 PPR 347 2 28 80

Bk of Scotland 97 –90 –197 –215 Rexam  216 2 22 24

TUI AG 653 –61 49 62 Allied Domecq 176 2 6 15

Grohe Hldg  1098 –52 43 129 Ld Secs 373 3 37 76

Barclays Bk 90 –47 –146 –80 Atlas Copco 119 4 19 31

Norske Skogindustrier 1184 –43 131 179 Contl AG 483 6 124 196

UBS AG 177 –39 –107 2 Imperial Tob Gp 361 7 149 190

ING Bk 114 –36 –56 –16 Hammerson 542 9 79 171

ABN AMRO Bk  80 –34 –80 –38 Wendel 986 17 439 535

Commerzbank 65 –32 –69 –46 ProSiebenSat 1 Media 1127 46 114 368

Source: Markit Group

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

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

Credit Suisse Grp Switzerland Banks $50.4 50.50 15.24% –36.8% –9.0%

Barclays U.K. Banks 35.1 2.46 14.29 –58.9 –53.1

UBS Switzerland Banks 55.2 21.40 12.04 –63.8 –55.1

Deutsche Bk Germany Banks 28.0 38.75 10.71 –57.4 –49.1

British Amer Tob U.K. Tobacco 61.0 17.17 9.29 –2.2 45.4

BNP Paribas S.A. France Banks $76.2 61.34 –4.45% –20.6 –2.5

ArcelorMittal Luxembourg Iron & Steel 50.3 25.45 –2.96 –52.8 ...

Koninklijke Philips Elec Netherlands Consumer Electronics 21.4 15.04 –1.57 –49.3 –31.2

Royal Bk of Scot U.K. Banks 18.9 0.65 –1.07 –84.9 –85.0

GDF Suez France Multiutilities 90.9 30.43 0.20% –20.4 14.5

...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

Soc. Generale 42.7 53.00 8.16% –52.4% –39.1%
France (Banks)
Daimler 37.1 28.20 7.63 –62.5 –33.1
Germany (Automobiles)
Total S.A. 126.9 39.26 7.27 –31.4 –23.3
France (Integrated Oil & Gas)
AXA S.A. 58.8 20.91 7.04 –32.3 –7.5
France (Full Line Insurance)
Nokia 66.6 12.85 6.91 –48.2 –9.1
Finland (Telecom Equipment)
BP 162.0 4.47 6.81 –28.8 –27.9
U.K. (Integrated Oil & Gas)
Banco Bilbao Viz 55.8 10.93 6.12 –36.5 –23.3
Spain (Banks)
Unilever 44.6 19.10 6.11 –12.9 –2.6
Netherlands (Food Products)
Royal Dutch Shll 92.6 19.16 5.45 –35.9 –24.3
U.K. (Integrated Oil & Gas)
Allianz SE 52.5 85.17 5.32 –47.1 –26.1
Germany (Full Line Insurance)
Nestle S.A. 151.1 44.82 5.01 –13.0 19.3
Switzerland (Food Products)
UniCredit 49.3 2.71 4.94 –54.4 –41.3
Italy (Banks)
L.M. Ericsson Tel B 20.6 49.30 4.45 –51.0 –63.5
Sweden (Telecom Equipment)
Iberdrola S.A. 43.5 6.39 4.24 –40.7 14.1
Spain (Conventional Electricity)
Telefonica S.A. 100.9 15.73 4.10 –28.9 16.3
Spain (Fixed Line Telecom)
ENI 87.8 16.09 4.01 –39.6 –28.0
Italy (Integrated Oil & Gas)
France Telecom 70.3 19.74 3.92 –16.8 –15.1
France (Fixed Line Telecom)
Astrazeneca 58.7 23.01 3.84 –9.4 –11.9
U.K. (Pharmaceuticals)
ING Groep 38.9 13.74 3.66 –56.9 –42.5
Netherlands (Life Insurance)
Bayer 47.1 45.20 3.60 –22.8 53.9
Germany (Specialty Chemicals)

BHP Billiton 42.1 10.77 3.46% –40.9% 31.7%
U.K. (General Mining)
Siemens 67.1 53.86 3.32 –42.0 –14.4
Germany (Electronic Equipment)
Deutsche Telekom 62.3 10.48 3.25 –21.5 –31.0
Germany (Mobile Telecom)
SAP 48.2 28.37 3.24 –27.1 –21.6
Germany (Software)
GlaxoSmithKline 112.1 11.18 2.99 –12.2 –23.5
U.K. (Pharmaceuticals)
Intesa Sanpaolo 55.8 3.46 2.98 –36.0 –9.6
Italy (Banks)
Sanofi-Aventis S.A. 75.6 42.20 2.90 –30.8 –38.0
France (Pharmaceuticals)
Vodafone Grp 124.3 1.22 2.74 –29.9 –16.5
U.K. (Mobile Telecom)
ABB 39.3 19.20 2.67 –40.0 109.9
Switzerland (Industrial Machinery)
Diageo 44.0 8.96 2.63 –18.5 8.1
U.K. (Distillers & Vintners)
Novartis 128.2 55.10 2.61 –11.8 –19.5
Switzerland (Pharmaceuticals)
BASF 37.5 29.10 2.28 –39.0 –3.6
Germany (Commodity Chemicals)
E.ON 82.0 30.08 2.00 –31.6 26.0
Germany (Multiutilities)
Anglo Amer 39.1 16.60 1.90 –50.0 2.6
U.K. (General Mining)
HSBC Hldgs 181.1 8.59 1.15 –9.5 –3.7
U.K. (Banks)
Assicurazioni Gen 42.0 21.84 1.11 –29.3 –5.6
Italy (Full Line Insurance)
Rio Tinto 52.7 28.26 1.04 –36.1 27.4
U.K. (General Mining)
Banco Santander 87.6 10.28 0.88 –26.1 –4.6
Spain (Banks)
Tesco 49.3 3.58 0.42 –23.2 17.1
U.K. (Food Retailers & Wholesalers)
Roche Hldg Part. Cert. 100.7 162.80 0.25 –22.7 –15.5
Switzerland (Pharmaceuticals)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -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 1.28 99.62% 0.01% 1.46 1.18 1.28

Eur. High Volatility: 10/1 2.74 97.72 0.02 3.10 2.16 2.50

Europe Crossover: 10/1 6.86 95.42 0.06 7.47 5.74 6.31

Asia ex-Japan IG: 10/1 2.97 95.90 0.02 3.28 1.99 2.57

Japan: 10/1 2.22 96.62 0.02 2.26 1.58 1.86

 Note: Data as of October 13

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.

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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—Compiled from staff
and wire service reports.

Burberry Group

U.K. fashion house Burberry
Group PLC posted a 16% rise in sales
for its fiscal second quarter, but
warned that sales growth had
slowed down and trading condi-
tions amid the global financial tur-
moil were extremely volatile. Sales
for the quarter ended Sept. 30 in-
creased to £328 million ($569.6 mil-
lion) from £281 million a year ear-
lier. Performance was hurt by tough
comparative figures and a weaken-
ing retail environment, said the com-
pany, which is famous for its camel,
red and black check design. In the
first quarter, sales had grown 26%
from a year earlier. Chief Financial
Officer Stacey Cartwright said that
trading seesawed in the second
quarter, particularly last month.
Burberry will report its interim re-
sults Nov. 18.

Best Buy, partner look to expand

CORPORATE NEWS

P&G confident about navigating storm

Samsung’s laptop shift
Korean company
seeks bigger presence
in the U.S. market

Johnson & Johnson

Johnson & Johnson posted a 30%
rise in third-quarter net income, as
strong consumer-product and medi-
cal-device sales offset the impact of
stepped-up competition from ge-
neric-drug makers. J&J, whose prod-
ucts include Tylenol pain reliever,
DePuy artificial joints and anemia
drug Procrit also raised its 2008
earnings forecast. The New Bruns-
wick, N.J., company reported net in-
come of $3.31 billion, up from $2.55
billion in last year’s third quarter,
which included a restructuring
charge of 18 cents a share. Revenue
rose 6.4% to $15.92 billion, with the
weak dollar contributing nearly half
of the gain. J&J’s international sales
rose 13%, while U.S. sales edged up
0.4%. J&J said it continues to have
access to debt instruments such as
commercial paper.

PepsiCo Inc.

PepsiCo Inc. posted a 9.6% de-
crease in third-quarter net income
amid weak U.S. beverage sales and
unveiled plans to reduce costs by
$1.2 billion over the next three
years. The cuts will include 3,300
jobs, or about 2% of the company’s
work force, and result in fourth-
quarter charges of $550 million to
$600 million. The Purchase, New
York, company’s earnings came in
below Wall Street’s expectations.
The beverage giant and snack-food
maker reported third-quarter net in-
come of $1.58 billion, or 99 cents a
share, down from $1.74 billion, or
$1.06 a share, a year ago. Revenue
rose 11% to $11.24 billion despite
only a 2% increase in volume.

Deutsche Börse AG

Deutsche Börse AG said Tues-
day it hasn’t been able to deal with
activist shareholder The Children’s
Investment Group’s demand for an
extraordinary general meeting to
vote on the ousting of Kurt Vier-
metz, chairman of the German ex-
change operator’s supervisory
board. “Legal deficiencies” in TCI’s
demand for a meeting stopped its
executive board from determining
if the request was valid, said Deut-
sche Börse. It had recently received
a corrected request from TCI,
which will take time to assess, the
exchange operator added. Last Fri-
day, Mr. Viermetz already resigned
as supervisory-board chairman of
troubled German real-estate finan-
cier Hypo Real Estate Holding AG.
TCI and another hedge fund it has
partnered with, Atticus Capital, to-
gether control about 19.9% of Deut-
sche Börse.

DreamWorks SKG

The principals of DreamWorks
SKG have reached an agreement for
Universal Pictures to distribute the
roughly six films a year Dream-
Works plans to produce at the new
film company it is creating with In-
dia’s Reliance ADA Group. Last
month, DreamWorks co-founder
Steven Spielberg and business part-
ner Stacey Snider completed an
agreement with Reliance to estab-
lish the new $1.5 billion film ven-
ture. That agreement gave Mr. Spiel-
berg and Ms. Snider the financial in-
dependence they needed to leave Vi-
acom Inc.’s Paramount Pictures and
start their own company. Monday’s
deal with General Electric Co.’s Uni-
versal gives Mr. Spielberg and Ms.
Snider a partner to distribute the
venture’s movies.

GLOBAL BUSINESS BRIEFS

By Yun-Hee Kim

HONG KONG—Samsung Elec-
tronics Co. is making a foray into
the U.S. laptop market, taking on es-
tablished players such as Dell Inc.,
Hewlett-Packard Co. and Apple Inc.

The South Korean company,
more well-known in overseas mar-
kets for its sleek flat-screen televi-
sions and mobile handsets, Tuesday
said it is launching five new com-
puter models in the U.S., including a
range of notebook personal comput-
ers and so-called “netbooks” cater-
ing to the corporate segment. Net-
books are low-cost portable PCs
that offer Internet capabilities.

Samsung also plans to enter the
U.S. consumer PC market by selling
its computers through an arrange-
ment with an undisclosed retailer
starting in the spring of 2009.

Samsung executives say the
move will allow the company to
build a bigger presence and gain
more share in the computer busi-
ness, an area where the company
has so far lagged competitors due to
its focus on other high-profile busi-

nesses such as memory chips, flat-
screen TVs and mobile handsets.

Samsung is the world’s biggest
producer of memory chips by reve-
nue and is the world’s second-larg-
est mobile handset maker by ship-
ments after Nokia Corp.

While Samsung is a dominant
player in the South Korean PC mar-
ket, it only has presence in 12 over-

seas markets: the U.K., France, Ger-
many, Italy, Spain, Poland, Nether-
lands, Russia, Ukraine, China, Hong
Kong and Turkey.

“We don’t want to remain a big
fish in a small pond. We want to get
a bigger presence, and the U.S. mar-
ket represents about 27% [of de-
mand], so if we want to grow we
have to tackle the U.S. market,” Kyu
Uhm, vice president of Samsung’s
computer systems division, said.

Mr. Uhm said even though the
company is seeing strong demand
for PCs in emerging markets such as
Brazil, Russia, India and China,
these markets tend to be driven by
demand for low-end PCs, which typi-
cally have lower profit margins.

Samsung will be targeting the
“premium” segment of the notebook
and netbook markets in the U.S., ex-
ecutives say. Its notebook PCs will be
priced between $900 to $1,899,
while its netbooks will be sold for
$499, which is higher than Asustek
Computer Inc.’s popular Eee PC,
which sells for around $299.In its
U.S.product lineup,Samsungisoffer-
ing its X360 and X460 models which
are 13.3-inch and 14.1-inch “ultra
thin and light” notebooks with a
starting price of $1,599.

It is also selling its NC10 netbook
which features a 10.2-inch wide LCD
screen and a 160-gigabyte hard
drive.

Honda Motor Co.

Honda Motor Co. announced
more production cuts of its Pilot
sport-utility vehicle while adding
output of its Accord sedan. The Japa-
nese auto maker is coping with a
sharp drop in its North American
sales and excess manufacturing ca-
pacity. At its plant in Lincoln, Ala.,
Honda will cut production of the Pi-
lot by 8,000 units, or 32%, in Novem-
ber, and again in the first quarter by
about 14,000 units, a spokesman
said. Honda plans to begin making
V-6-powered Accord sedans at the
Alabama plant and increasing pro-
duction of four-cylinder Accords at
its factory in Ohio. The move helps
to soak up production of V-6 en-
gines at the plant and move them
into a smaller vehicle. As a result,
the company expects to substan-
tially reduce imports from Japan.

Hypo Real Estate Holding AG

Lender’s probe to focus
on two former executives

German lender Hypo Real Estate
Holding AG has opened an inquiry
into possible breaches of duty by its
former chief executive, Georg Funke,
and another former board member,
Bo Heide-Ottosen. The CEO’s recent
departure came after the govern-
ment put together a second rescue
package for thecommercial property
lender valued at Œ50 billion ($68 mil-
lion)—adding an extra Œ15 billion to a
package of government and private
credit offered a week earlier. Hypo
Real Estate said it hired law firm Mil-
bankTweedHadleyMcCloyLLPtoex-
amine “a possible breach of duty” by
Messrs. Funke and Heide-Ottosen.
Earlier Tuesday, Germany’s DSW
shareholders’ rights group said it
filedacriminalcomplaintagainstthe
lender’smanagers.TheMunichprose-
cutor’s office said it didn’t yet have
the complaint.

SABMiller PLC

SABMiller PLC said lager vol-
umes grew 3% in its fiscal first half,
but the brewer warned that deterio-
rating global conditions made pros-
pects for the second half increas-
ingly uncertain. High growth rates
last year and moderating consumer
demand were responsible for its rel-
atively flat performance through
Sept. 30, the company said. Its out-
look for the second half is being
blurred by a worsening economic cli-
mate, waning demand and volatile
exchange rates. In the past year,
brewers have faced sharp rises in
the cost of barley for brewing and
aluminum for cans. However, SAB-
Miller is less exposed to aluminum
cost pressures than its rivals be-
cause of its large presence in devel-
oping countries, where beer is usu-
ally sold in returnable glass bottles.

Dell 31.9% HP 25.3% 

Apple
8.5% 

Acer
8.1% 

Toshiba 5.5% Others 20.8% 

PC shipments
U.S. PC market share for the 
second quarter of 2008*

Total units:
16.5 million

Note: Data includes desk-based
PCs, mobile PCs and X86

servers. Acer data includes
Gateway's consumer

shipments and
Packard Bell 
shipments.

*Estimates

Source: Gartner

Samsung NC10 netbook

By Erica Herrero-Martinez

LONDON—Announcing details
of its planned joint venture with
U.S. electronics retailer Best Buy
Co., U.K. mobile-phone retailer Car-
phone Warehouse Group PLC said
Tuesday that it aims to double its re-
tail revenue and earnings by 2013,
despite the economic slowdown.

The immediate consumer out-
look “remains very uncertain,” said
Carphone Warehouse Chief Execu-
tive Charles Dunstone, adding the
company’s “robust” balance sheet
will leave it well placed to ride out
the downturn.

Under the deal with Best Buy,
Carphone Warehouse has put its
2,400 European and U.S. retail
stores into the joint venture, in re-

turn for a cash payment of £1.1 bil-
lion ($1.91 billion) from the U.S. re-
tailer.

The companies said Tuesday
that they plan to open four to five
large-format Best Buy stores in the
U.K. this summer. Such “big box”
outlets are about 30,000 square feet
in size.

The stores, likely to be located in
the southeast of the U.K., will be ac-
companied by an online strategy,
Carphone Warehouse Finance Direc-
tor Roger Taylor said in an inter-
view. The joint venture expects to
open about 100 big-box stories in
the next five years and hopes to se-
cure a 10% market share of the Euro-
pean retail electronics market “over
time,” he added.

The venture—which will com-

pete with DSG International PLC’s
PC World and Currys stores and
Kesa Electricals PLC’s Comet stores—
will double Carphone’s revenue and
earnings before interest and tax by
March 2013, compared with its re-
tail financial performance in the
year ended March 2008, Carphone
said.

Carphone also said that total con-
nections for the 13 weeks ended
Sept. 27 rose 9% to 3.1 million from
2.8 million a year earlier, while sub-
scription connections rose 21% to
1.3 million from 1 million.

The company’s numbers “look
quite good,” said analyst Nick Bubb
at Pali International. But he added
that the company’s details on the
joint venture with Best Buy are
“frustratingly vague.”

By Ellen Byron

CINCINNATI—A.G. Lafley, chief
executive of Procter & Gamble Co.
tried to reassure shareholders at
Tuesday’s annual meeting that the
company could weather “one of the
most uncertain and volatile eco-
nomic periods any of us has ever
seen.”

“I’m sure many of you are won-
dering if I’m as confident about
P&G’s long-term growth today as I
was a year ago,” Mr. Lafley told a
packed auditorium blocks away

from company headquarters here.
“I can tell you that the answer is
yes.”

Mr. Lafley reminded the crowd
of mostly retirees that 24 of P&G’s
brands garner annual sales of more
than $1 billion, “and are built to
grow through and beyond any par-
ticular economic cycle.”

Still, in a sign that P&G is taking
a new approach to marketing its top
brands—almost always the most ex-
pensive in their respective catego-
ries—Mr. Lafley aired a string of re-
cent ads, all touting affordability. A
commercial for Tide detergent
boasted that its formula has more
cleaning agents than competing
products; Charmin emphasized its
quality helps reduce the amount of
toilet paper needed; Olay moistur-
izer bragged that it outperforms
creams costing hundreds of dollars;
Gillette’s Fusion razors claimed it
cost only $1 a week to use.

“We want to help consumers be

certain they’re making smart
choices when every dollar they earn
counts,” Mr. Lafley said.

Shareholders voted on proposals
to rotate the site of P&G’s annual
meeting and to adopt an advisory
vote from shareholders on execu-
tive compensation. Though the lat-
ter got warm applause from the
crowd, it was defeated by 58%.

While shareholders greeted Mr.
Lafley’s speech with enthusiasm,
some quietly expressed reserva-
tions. Ed Naberhaus, a shareholder
from New Braunfels, Texas, says
he’s unsure about Mr. Lafley’s deci-
sion to acquire more personal-care
businesses including Clairol and
Gillette, and divest units including
Folgers coffee, Crisco shortening
and Jif peanut butter. “Ten years
from now, I guess we’ll know
whether P&G’s idea of going into
beauty products was smarter than
staying in food, like General Mills
and J.M. Smucker did,” he says.
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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.

3.26% 11 World -a % % 191.40 2.81% –38.8% 5.20% 13 U.S. Select Dividend -b % % 673.57 4.45% –25.3%

3.27% 11 Stoxx Global 1800 185.70 2.54% –35.5% 189.07 2.88% –37.9% 4.70% 13 Infrastructure 1346.60 2.91% –28.6% 1756.96 3.66% –30.9%

3.77% 11 Stoxx 600 232.20 3.04% –39.5% 236.41 3.38% –41.8% 2.38% 8 Luxury 695.20 3.17% –43.4% 806.55 3.92% –45.3%

3.88% 10 Stoxx Large 200 252.50 3.23% –38.7% 255.68 3.57% –41.0% 1.99% 10 BRIC 50 292.40 3.93% –47.6% 381.52 4.68% –49.4%

3.09% 11 Stoxx Mid 200 198.80 2.05% –42.8% 201.32 2.39% –44.9% 6.28% 4 Africa 50 753.70 2.91% –30.6% 652.09 3.25% –33.2%

3.47% 10 Stoxx Small 200 125.10 2.31% –44.3% 126.66 2.65% –46.4% 7.46% 7 GCC 40 824.80 3.52% –17.0% 713.63 3.87% –20.0%

3.79% 10 Euro Stoxx 254.40 2.63% –40.3% 259.01 2.97% –42.5% 3.97% 10 Sustainability 767.80 3.79% –36.0% 887.49 4.58% –38.1%

3.87% 10 Euro Stoxx Large 200 274.70 2.76% –40.0% 277.88 3.10% –42.3% 2.66% 11 Islamic Market -a % % 1586.74 1.42% –35.5%

3.31% 11 Euro Stoxx Mid 200 222.70 1.59% –41.6% 225.19 1.93% –43.8% 2.98% 11 Islamic Market 100 1568.40 2.04% –28.3% 1837.55 2.82% –30.6%

3.55% 10 Euro Stoxx Small 200 138.40 2.90% –41.7% 139.92 3.24% –43.9% 6.32% 6 Islamic Turkey -c 2057.30 5.40% –31.4% % %

9.20% 7 Stoxx Select Dividend 30 1423.30 1.36% –55.1% 1660.36 1.69% –56.7% 2.58% 14 Wilshire 5000 % % 10352.95 1.89% –33.4%

6.29% 7 Euro Stoxx Select Div 30 1667.10 2.73% –50.4% 1952.31 3.07% –52.2% % DJ-AIG Commodity 148.10 0.02% –14.8% 146.59 0.35% –18.0%

*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 1.4304 2.5077 1.2587 0.2000 0.0547 0.2283 0.0140 0.3981 1.9497 0.2616 1.2458 ...

 Canada 1.1482 2.0130 1.0103 0.1605 0.0439 0.1833 0.0112 0.3196 1.5651 0.2100 ... 0.8027

 Denmark 5.4671 9.5846 4.8106 0.7642 0.2091 0.8727 0.0534 1.5216 7.4519 ... 4.7614 3.8220

 Euro 0.7336 1.2862 0.6456 0.1026 0.0281 0.1171 0.0072 0.2042 ... 0.1342 0.6390 0.5129

 Israel 3.5930 6.2991 3.1616 0.5023 0.1374 0.5736 0.0351 ... 4.8974 0.6572 3.1292 2.5119

 Japan 102.3350 179.4086 90.0480 14.3056 3.9147 16.3362 ... 28.4818 139.4877 18.7185 89.1265 71.5424

 Norway 6.2643 10.9823 5.5122 0.8757 0.2396 ... 0.0612 1.7435 8.5386 1.1458 5.4558 4.3794

 Russia 26.1415 45.8300 23.0028 3.6544 ... 4.1731 0.2555 7.2757 35.6322 4.7816 22.7674 18.2755

 Sweden 7.1535 12.5412 6.2946 ... 0.2736 1.1419 0.0699 1.9910 9.7506 1.3085 6.2302 5.0010

 Switzerland 1.1365 1.9924 ... 0.1589 0.0435 0.1814 0.0111 0.3163 1.5490 0.2079 0.9898 0.7945

 U.K. 0.5704 ... 0.5019 0.0797 0.0218 0.0911 0.0056 0.1588 0.7775 0.1043 0.4968 0.3988

 U.S. ... 1.7531 0.8799 0.1398 0.0383 0.1596 0.0098 0.2783 1.3631 0.1829 0.8709 0.6991

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 411.25 –0.25 –0.06% 799.25 258.50
Soybeans (cents/bu.) CBOT 896.00 –32.00 –3.45 1,636.75 622.00
Wheat (cents/bu.) CBOT 573.00 –15.50 –2.63 1,284.25 430.00
Live cattle (cents/lb.) CME 93.350 0.350 0.38% 115.325 91.300
Cocoa ($/ton) ICE-US 2,307 30 1.32 3,273 1,845
Coffee (cents/lb.) ICE-US 118.95 1.30 1.10 178.90 109.35
Sugar (cents/lb.) ICE-US 11.71 0.01 0.09 15.85 9.89
Cotton (cents/lb.) ICE-US 50.17 –0.05 –0.10 98.45 49.44
Crude palm oil (ringgit/ton) MDEX 1,850.00 15 0.82 3,665 1,725
Cocoa (pounds/ton) LIFFE 1,370 3 0.22 1,706 979
Robusta coffee ($/ton) LIFFE 1,836 22 1.21 2,747 1,642

Copper (cents/lb.) COMEX 239.45 8.20 3.55 404.50 205.00
Gold ($/troy oz.) COMEX 839.50 –3.00 –0.36 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1106.00 27.00 2.50 2,155.00 601.00
Aluminum ($/ton) LME 2,305.00 51.00 2.26 3,340.00 2,213.00
Tin ($/ton) LME 14,800.00 850.00 6.09 25,450 13,600
Copper ($/ton) LME 5,510.00 600.00 12.22 8,811.00 4,875.00
Lead ($/ton) LME 1,610.00 90.00 5.92 3,750.00 1,470.00
Zinc ($/ton) LME 1,484.00 9.00 0.61 3,057.00 1,372.00
Nickel ($/ton) LME 13,450 780 6.16 34,050 12,130

Crude oil ($/bbl.) NYMEX 78.95 –2.73 –3.34 148.60 19.75
Heating oil ($/gal.) NYMEX 2.2882 –0.0813 –3.43 4.2935 2.0400
RBOB gasoline ($/gal.) NYMEX 1.8743 –0.0468 –2.44 3.5547 1.6900
Natural gas ($/mmBtu) NYMEX 7.324 –0.009 –0.12 14.546 0.117
Brent crude ($/bbl.) ICE-EU 77.12 –2.09 –2.64 150.12 54.51
Gas oil ($/ton) ICE-EU 744.25 –2.00 –0.27 1,357.50 706.75

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 14
Per In

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

Argentina peso-a 4.3699 0.2288 3.2060 0.3119

Brazil real 2.8627 0.3493 2.1002 0.4761

Canada dollar 1.5651 0.6390 1.1482 0.8709
1-mo. forward 1.5637 0.6395 1.1472 0.8717

3-mos. forward 1.5607 0.6407 1.1450 0.8733
6-mos. forward 1.5576 0.6420 1.1427 0.8751

Chile peso 823.62 0.001214 604.25 0.001655
Colombia peso 3053.40 0.0003275 2240.13 0.0004464

Ecuador US dollar 1.3631 0.7336 1 1
Mexico peso-a 16.9427 0.0590 12.4300 0.0805

Peru sol 4.1737 0.2396 3.0620 0.3266
Uruguay peso-e 30.396 0.0329 22.300 0.0448

U.S. dollar 1.3631 0.7336 1 1
Venezuela bolivar 2.9269 0.341661 2.1473 0.465701

ASIA-PACIFIC
Australia dollar 1.9497 0.5129 1.4304 0.6991
China yuan 9.3149 0.1074 6.8339 0.1463

Hong Kong dollar 10.5766 0.0945 7.7595 0.1289
India rupee 65.4468 0.0153 48.0150 0.0208

Indonesia rupiah 13283 0.0000753 9745 0.0001026
Japan yen 139.49 0.007169 102.34 0.009772

1-mo. forward 139.10 0.007189 102.05 0.009799
3-mos. forward 138.24 0.007234 101.42 0.009860

6-mos. forward 137.49 0.007273 100.87 0.009914
Malaysia ringgit-c 4.7632 0.2099 3.4945 0.2862

New Zealand dollar 2.1858 0.4575 1.6036 0.6236
Pakistan rupee 108.499 0.0092 79.600 0.0126

Philippines peso 64.384 0.0155 47.235 0.0212
Singapore dollar 1.9943 0.5014 1.4632 0.6835

South Korea won 1644.72 0.0006080 1206.65 0.0008287
Taiwan dollar 44.155 0.02265 32.394 0.03087
Thailand baht 46.425 0.02154 34.060 0.02936

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

Euro zone euro 1 1 0.7336 1.3631

1-mo. forward 0.9997 1.0003 0.7334 1.3635

3-mos. forward 0.9995 1.0005 0.7333 1.3637

6-mos. forward 1.0011 0.9989 0.7345 1.3615

Czech Rep. koruna-b 24.562 0.0407 18.020 0.0555

Denmark krone 7.4519 0.1342 5.4671 0.1829

Hungary forint 251.71 0.003973 184.67 0.005415

Norway krone 8.5386 0.1171 6.2643 0.1596

Poland zloty 3.4711 0.2881 2.5466 0.3927

Russia ruble-d 35.632 0.02806 26.142 0.03825

Slovak Rep. koruna 30.4355 0.03286 22.3290 0.04478

Sweden krona 9.7506 0.1026 7.1535 0.1398

Switzerland franc 1.5490 0.6456 1.1365 0.8799

1-mo. forward 1.5473 0.6463 1.1352 0.8809

3-mos. forward 1.5437 0.6478 1.1325 0.8830

6-mos. forward 1.5424 0.6483 1.1316 0.8837

Turkey lira-d 1.8841 0.5308 1.3823 0.7235

U.K. pound 0.7775 1.2862 0.5704 1.7532

1-mo. forward 0.7784 1.2847 0.5711 1.7512

3-mos. forward 0.7795 1.2829 0.5719 1.7486

6-mos. forward 0.7832 1.2769 0.5746 1.7405

MIDDLE EAST/AFRICA

Bahrain dinar 0.5139 1.9460 0.3770 2.6525

Egypt pound-a 7.5721 0.1321 5.5553 0.1800

Israel shekel 4.8974 0.2042 3.5930 0.2783

Jordan dinar 0.9647 1.0366 0.7078 1.4129

Kuwait dinar 0.3647 2.7421 0.2676 3.7376

Lebanon pound 2054.80 0.0004867 1507.50 0.0006634

Saudi Arabia riyal 5.1252 0.1951 3.7601 0.2660

South Africa rand 12.2597 0.0816 8.9943 0.1112

United Arab dirham 5.0072 0.1997 3.6735 0.2722

SDR -f 0.8891 1.1248 0.6523 1.5331
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 600 232.22 6.85 3.04% –36.3% –39.5%

 11 DJ Stoxx 50 2408.75 88.90 3.83 –34.6% –37.7%

 10 Euro Zone DJ Euro Stoxx 254.41 6.52 2.63 –38.7% –40.3%

 9 DJ Euro Stoxx 50 2756.74 68.42 2.55 –37.3% –37.6%

 6 Austria ATX 2394.35 136.57 6.05 –46.9% –49.9%

 7 Belgium Bel-20 2213.87 –110.93 –4.77% –46.4% –50.5%

 9 Czech Republic PX 1085.1 103.6 10.56 –40.2% –42.5%

 10 Denmark OMX Copenhagen 293.95 12.16 4.32 –34.5% –39.0%

 8 Finland OMX Helsinki 6450.62 256.93 4.15 –44.4% –45.4%

 8 France CAC-40 3628.52 97.02 2.75 –35.4% –37.2%

 10 Germany DAX 5199.19 136.74 2.70 –35.6% –34.7%

 … Hungary BUX 16437.10 1049.30 6.82 –37.3% –41.2%

 2 Ireland ISEQ 3022.90 80.43 2.73 –56.4% –61.7%

 7 Italy S&P/MIB 23471 829 3.66 –39.1% –41.9%

 5 Netherlands AEX 284.51 –0.76 –0.27 –44.8% –48.3%

 6 Norway All-Shares 320.23 15.80 5.19 –43.8% –45.1%

 17 Poland WIG 32757.06 1202.16 3.81 –41.1% –48.3%

 9 Portugal PSI 20 7229.99 308.51 4.46 –44.5% –42.8%

 … Russia RTSI 869.51 78.31 9.90% –62.0% –59.7%

 9 Spain IBEX 35 10224.5 268.8 2.70 –32.7% –33.1%

 15 Sweden OMX Stockholm 219.03 4.92 2.30 –37.7% –43.9%

 11 Switzerland SMI 6260.22 303.90 5.10 –26.2% –30.9%

 … Turkey ISE National 100 30536.15 1574.21 5.44 –45.0% –46.6%

 8 U.K. FTSE 100 4394.21 137.31 3.23 –31.9% –33.6%

 10 ASIA-PACIFIC DJ Asia-Pacific 99.25 8.55 9.43 –37.2% –40.5%

 … Australia SPX/ASX 200 4335.2 154.5 3.70 –31.6% –35.2%

 … China CBN 600 15367.73 –429.34 –2.72% –62.9% –65.6%

 10 Hong Kong Hang Seng 16832.88 520.72 3.19 –39.5% –41.9%

 12 India Sensex 11483.40 174.31 1.54 –43.4% –39.7%

 … Japan Nikkei Stock Average 9447.57 1171.14 14.15 –38.3% –44.9%

 … Singapore Straits Times 2128.31 51.96 2.50 –38.6% –43.4%

 11 South Korea Kospi 1367.69 79.16 6.14 –27.9% –31.8%

 11 AMERICAS DJ Americas 251.93 0.25 0.10 –33.2% –36.1%

 … Brazil Bovespa 40345.23 –483.90 –1.19 –36.8% –34.9%

 11 Mexico IPC 22123.85 27.96 0.13 –25.1% –31.4%

*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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 13, 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* 247.50 9.31%–38.6% –39.9%

3.20% 13 World (Developed Markets) 997.02 9.52%–37.2% –39.0%

2.90% 14 World ex-EMU 116.43 9.23%–35.7% –38.0%

3.00% 14 World ex-UK 993.16 9.40%–36.6% –38.4%

4.10% 10 EAFE 1,303.82 7.78%–42.1% –43.3%

3.20% 10 Emerging Markets (EM) 635.66 7.39%–49.0% –47.2%

4.70% 9 EUROPE 78.83 10.05%–38.1% –40.3%

4.90% 9 EMU 155.16 11.10%–44.5% –43.6%

4.50% 10 Europe ex-UK 86.12 10.08%–38.2% –39.8%

6.30% 8 Europe Value 88.52 10.06%–41.6% –44.8%

3.10% 12 Europe Growth 68.26 10.03%–34.7% –35.7%

4.00% 10 Europe Small Cap 126.18 7.25%–41.4% –45.7%

3.00% 7 EM Europe 206.06 –0.25%–57.2% –53.1%

5.20% 8 UK 1,266.31 8.12%–34.1% –34.5%

4.40% 10 Nordic Countries 115.49 7.49%–44.0% –48.7%

2.10% 6 Russia 515.69 –3.23%–65.7% –59.9%

4.00% 12 South Africa 549.99 2.59%–22.9% –23.0%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 272.82 7.44%–48.5% –49.0%

2.20% 14 Japan 526.34 0.00%–44.0% –49.0%

2.80% 11 China 41.04 12.05%–51.9% –53.6%

1.30% 14 India 436.63 6.99%–48.9% –37.8%

2.20% 10 Korea 357.64 3.33%–30.8% –32.5%

6.50% 10 Taiwan 194.07 –2.04%–41.9% –46.7%

2.30% 18 US BROAD MARKET 1,096.13 11.38%–31.3% –33.9%

1.70% 36 US Small Cap 1,431.95 9.35%–27.9% –31.7%

2.70% 11 EM LATIN AMERICA 2,370.87 16.61%–46.1% –42.7%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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A
ZERBAIJAN’S Presi-
dent Ilham Aliyev is
poised to win re-elec-

tion in a ballot boycotted by
the main opposition parties
in this oil-rich, strategically
important nation.

Wednesday’s vote is being
watched in Moscow and
Washington for signs of un-
rest after the August war be-
tween Russia and Georgia.
The Baku government is call-

ing the elections the most democratic its post-Soviet
history. But the six leading opposition parties have
pledged a boycott, alleging election fraud. They say Eu-
rope and the U.S. aren’t pressing Azerbaijan hard
enough for reform, and have abandoned democracy
for stability and energy security.  —Associated Press

Aliyev poised for victory
as opponents boycott vote

E
UROPEAN leaders
were told on the eve
of a summit in Brus-

sels to keep their word on
cutting greenhouse-gas emis-
sions, despite worries that
an economic slowdown will
make it harder for govern-
ments and business to shoul-
der the extra costs.

José Manuel Barroso,
president of the European
Commission, said attempts

to water down a year-old deal to cut emissions by
20% by 2020 would damage the 27-nation bloc’s cred-
ibility and could jeopardize United Nations talks on
climate change. European Union lawmakers are nego-
tiating the climate-change plan, on the agenda of the
summit that starts Wednesday.  —Associated Press
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T
HE FINANCIAL
crisis has high-
lighted the disad-

vantages of staying out-
side the euro zone,
Denmark’s prime minis-
ter said, reaffirming
his commitment to
hold a new referendum
on adopting Europe’s

common currency. Danes opted out of the euro in the
1990s. But Prime Minister Anders Fogh Rasmussen
said the crisis had made it “very clear” to Danes that
move has a political and economic price. Because it
isn’t in the euro zone, Denmark wasn’t invited when
the big European nations met to discuss their response
to the global meltdown. And while the European Cen-
tral Bank slashed its interest rate, Denmark had to
raise its rate to defend the krone.  —Associated Press

Barroso asks leaders
to honor emission goals

German investor confidence fell in October

Rising food prices strain the U.K. economy
Reliance on imports
keeps prices high;
renting garden plots
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By Aaron O. Patrick

And Alistair MacDonald

London

T HE COST OF FOOD in the U.K.
is rising at a faster rate than
elsewhere, putting more pres-

sure on an economy already
squeezed by the credit crisis.

A 12.7% increase in food prices in
September from a year earlier
helped to drive overall inflation last
month to 5.2%, its highest level in 16
years, the Office for National Statis-
tics reported Tuesday.

Amid the global banking crisis,
the high food prices are further
crimping Prime Minister Gordon
Brown’s ability to adjust economic
policy. Because they add to infla-
tion, they affect the Bank of Eng-
land’s ability to bring down rates,
and take more money out of the con-
sumer’s pocket. Though Mr.
Brown’s handling of the banking cri-
sis has boosted his standing from its
lows a month ago, food prices are po-
litically damaging: They’re immedi-
ately visible to consumers and can
make people feel poorer quickly.
When Mr. Brown, in a July speech,
chastised British households for
throwing away £420 ($729) of food
each year, he was roundly mocked.

Because it has a small farming
sector, Britain imports more of its
food than other major economies,
making it particularly vulnerable to
movements in commodity prices
and its currency. The U.K. runs a
trade deficit in food equal to 1% of
gross domestic product, against a
balance in the U.S. and a surplus in
countries like France.

While the rate of food inflation is
starting to decline as commodity
prices ease, it remains higher than
that of almost all of Britain’s neigh-
bors. In August, the last month for
which comparable figures exist,
food prices rose 14.5%—twice the
rate of fellow European giants
France and Germany, and well above
the 6.1% increase in the U.S. Big
jumps in gas and electricity costs are

contributing to U.K. inflation, too.
“The relative price of food will

be much higher [in the U.K.] over
the next decade than over the last
two decades,” says Peter Spencer, a
professor of economics and finance
at York University.

Because of its high levels of infla-
tion, interest rates have been higher
for longer in Britain than elsewhere,
economists say. Even after the Bank
of England cut its key rate to 4.5%
last week from 5% in response to the
financial crisis, interest rates are
well above those in the U.S., where
the federal-funds rate is 1.5%.

Housing sales in England and
Wales fell to a record low in Septem-
ber, the Royal Institution of Char-

tered Surveyors said Tuesday. Many
would-be buyers haven’t been able
to get mortgages from banks, which
have trimmed lending amid the
credit crunch, said the group, which
began tracking housing sales in 1978.

In Britain, a handful of compa-
nies dominate food sales. The coun-
try’s largest retailer, Tesco PLC, for
example, has a 31.4% share of the
grocery market, followed by Wal-
Mart Stores Inc.’s Asda chain with
17.1%, according to Taylor Nelson
Sofres World Panel market-share
data. Some consumer groups have
blamed the retail concentration for
high food prices. But a recent inves-
tigation by the U.K.’s antitrust regu-
lator, the Competition Commission,

found that supermarkets compete
to offer lower food prices.

Still, the high prices are chang-
ing how people shop. German dis-
count supermarket chains, such as
Schwarz Group’s Lidl and Aldi
Einkauf GmbH, have been growing
briskly in the U.K.

High food prices in Britain have
longstanding roots. The country
now produces just 60% of its food,
down from 80% in 1984, according
to government data. Few other ma-
jor economies rely so heavily on
food imports. The U.S., France and
Germany typically grow enough
food to feed their populations. In
Britain, some 90% of fruit comes
from other countries, including

Spain, South Africa and the U.S.
Because the U.K. imports so

much more of its food, food prices
have been hit by both the rising cost
of fuel and the falling value of the
pound. Almost 70% of the U.K.’s
food comes from the European
Union, and the pound has fallen 15%
against the euro since August 2007.

Chatham House, a London think
tank, said in a recent report that
Britain may have maxed out its abil-
ity to grow more food, a phenome-
non it calls “peak food” after the
“peak oil” theory that the world is
running out of oil.

Mr. Brown’s government, how-
ever, isn’t looking at increasing
farming at home. Instead, in keep-
ing with his approach of champion-
ing open-border commerce, the U.K.
is trying to help farmers abroad by
putting money and expertise into
farming in developing markets, gov-
ernment advisers say. It believes
this will increase Britain’s ability to
secure regular food supplies.

“I don’t think the pressures on
the food supply are short term,”
says Robert Lee, a professor special-
izing in food regulation at Cardiff
University. He wants the govern-
ment to do more to promote farm-
ing in the U.K.

There are signs that more people
are growing their own food. Waiting
lists to rent plots of land to grow veg-
etables—land every urban U.K. au-
thority has to provide—are getting
longer, says the National Society of
Allotment & Leisure Gardeners.

Pricey food
Britain's need to import a relatively high 
proportion of its food makes its economy 
more sensitive to rising fuel prices than 
countries with a food trade surplus, such 
as France. Annual increases in U.K. food 
prices on a month-by-month basis.

Source: Office for National Statistics, U.K.

A vendor sells
fruits at a market
in South London
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Premier outlines problems
of being outside euro zone

Monica Houston-Waesch

And Emma Charlton

MANNHEIM, Germany—The glo-
bal financial crisis hammered Ger-
man investor morale in October but
there were signs a government bank-
ing rescue package could help stop
the rot, a survey showed.

The ZEW economic research insti-
tute’s survey indicated Europe’s big-
gest economy would contract in the
second half of 2008 and into the first
quarter of 2009, said ZEW economist
Michael Schroeder. “This looks pretty

muchlike a recession,” hesaid.
The ZEW gauge of expectations

for Europe’s biggest economy,
based on a survey of 256 analysts,
fell to minus 63.0 from minus 41.1 in
September, falling close to July’s
record low of minus 63.9 and under-
shooting the minus 51.1 reading ex-
pected by economists.

ZEW conducted the survey from
Sept. 29 to Oct. 13. It said a separate
analysis of 39 responses received
Oct. 13, the day the German govern-
ment presented details of the res-
cue package, showed the deteriora-

tion in sentiment was less pro-
nounced, at minus 50.0.

“Investor confidence has clearly
been shattered by the full fallout of
the recent financial turmoil,” said
ING analyst Carsten Brzeski.

Another group of German think
tanks cut their forecast for 2009 Ger-
man economic growth to 0.2% from
1.4%, noting the German economy is
on the brink of recession.

Separately, the European Union
statistics agency Eurostat said in-
dustrial output in the euro zone
rose 1.1% in August from July, swing-

ing from a 0.2% monthly drop in
July. From a year earlier, factory out-
put fell 0.7% in August, better than
July’s 1.2% annual fall.

The European Central Bank cut
its key refinancing rate to 3.75% from
4.25% last week as part of a coordi-
nated response to the global turmoil.
The cut takes effect Wednesday.
Many economists think the ECB will
cut interest rates more next year as
the economy slows and inflation
falls back from recent high levels.
 —Roman Kessler

contributed to this article.
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n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 10/10 USD 35.30 –52.9 –51.0 –15.9
LG Asian Plus AS EQ CYM 10/03 USD 47.71 –44.1 –40.8 –3.6
LG Asian SmallerCo's AS EQ BMU 10/13 USD 59.04 –62.9 –65.1 –29.4
LG India EA EQ MUS 10/10 USD 34.92 –62.6 –55.2 –16.2
Siberian Investment Co EE EQ IRL 09/22 USD 33.93 –61.5 –56.7 –24.2

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/13 EUR 31.66 –56.7 –64.1 –26.1
MP-TURKEY.SI OT OT SVN 10/13 EUR 24.07 –52.8 –56.2 –22.4

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 10/13 EUR 3.79 –57.8 –59.6 NS
Parex Eastern Europ Bd EU BD LVA 10/13 USD 11.54 –15.6 –14.6 –4.5
Parex Russian Eq EE EQ LVA 10/13 USD 11.74 –63.0 –59.1 –22.4
Parex Ukrainian Eq EU EQ LVA 10/13 EUR 3.29 –67.9 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 10/13 USD 121.27 –48.6 –53.3 –10.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/13 USD 116.61 –49.1 –53.7 –11.5
PF (LUX)-Biotech-Pca OT EQ LUX 10/10 USD 270.89 –18.6 –23.2 0.8
PF (LUX)-CHF Liq-Pca CH MM LUX 10/10 CHF 123.67 1.4 1.9 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/10 CHF 95.47 1.4 1.9 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/10 EUR 120.49 –45.8 –48.7 –22.2
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/10 USD 72.38 –47.1 –45.0 –14.8
PF (LUX)-East Eu-Pca EU EQ LUX 10/09 EUR 199.51 –61.2 –59.7 –26.5
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/13 USD 99.20 –57.0 –58.2 –17.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/13 USD 332.33 –54.7 –55.6 –16.7
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/10 EUR 78.96 –42.2 –45.5 –20.9
PF (LUX)-EUR Bds-Pca EU BD LUX 10/10 EUR 365.67 1.2 0.6 –0.5
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/10 EUR 287.17 1.2 0.6 –0.5
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/10 EUR 121.25 –7.5 –8.5 –4.5
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/10 EUR 88.39 –7.5 –8.5 –4.5
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/10 EUR 104.83 –26.8 –29.3 –14.9
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/10 EUR 67.80 –26.8 –29.3 –14.9
PF (LUX)-EUR Liq-Pca EU MM LUX 10/10 EUR 133.63 2.9 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/10 EUR 99.82 2.9 3.7 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/10 EUR 325.27 –46.7 –50.8 –24.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/10 EUR 105.54 –42.7 –47.8 –24.0
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/10 USD 170.59 –15.0 –13.1 –3.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/10 USD 121.63 –15.0 –13.1 –3.4
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/10 USD 13.11 –46.1 –48.9 –22.1
PF (LUX)-Gr China-Pca AS EQ LUX 10/13 USD 228.08 –46.7 –50.9 –2.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/13 USD 227.15 –57.1 –51.0 –10.5
PF (LUX)-Jap Index-Pca JP EQ LUX 10/10 JPY 8079.62 –43.1 –49.3 –27.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/10 JPY 7535.24 –43.8 –52.5 –30.8
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/10 JPY 7365.55 –44.0 –52.8 –31.3
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/10 JPY 3942.92 –42.8 –50.6 –30.8
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/13 USD 171.87 –46.1 –49.3 –10.6
PF (LUX)-Piclife-Pca CH BA LUX 10/10 CHF 691.49 –18.6 –22.2 –9.4
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/10 EUR 47.68 –38.0 –44.1 –20.3
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/09 USD 32.77 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/10 USD 66.31 –40.6 –45.5 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/10 EUR 352.31 –42.9 –48.8 –19.9
PF (LUX)-US Eq-Ica US EQ LUX 10/10 USD 82.53 –35.9 –39.0 –14.6
PF (LUX)-USA Index-Pca US EQ LUX 10/10 USD 71.83 –38.1 –41.8 –17.3
PF (LUX)-USD Bds-Pca US BD LUX 10/10 USD 488.32 3.5 7.2 5.3
PF (LUX)-USD Bds-Pdi US BD LUX 10/10 USD 368.94 3.5 7.2 5.3
PF (LUX)-USD Liq-Pca US MM LUX 10/10 USD 129.55 2.0 2.9 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/10 USD 87.33 2.0 2.9 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/10 EUR 102.95 –34.1 –35.8 –15.0
PF (LUX)-WldGovBds-Pca GL BD LUX 10/10 USD 150.16 2.0 6.5 6.1

PF (LUX)-WldGovBds-Pdi GL BD LUX 10/10 USD 127.08 2.0 6.5 6.0
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/10 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 10/13 USD 9.10 –37.1 –40.9 –16.8
Japan Fund USD JP EQ IRL 10/13 USD 11.18 –33.6 –38.4 –20.4

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 10/08 USD 67.78 NS –44.1 –10.4

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/13 EUR 634.53 –35.5 –39.5 NS
Core Eurozone Eq B EU EQ IRL 10/13 EUR 719.33 NS NS NS
Euro Fixed Income A EU BD IRL 10/13 EUR 1138.95 –8.8 –9.8 –5.7
Euro Fixed Income B EU BD IRL 10/13 EUR 1207.07 –8.4 –9.2 –5.2
Euro Small Cap A EU EQ IRL 10/13 EUR 1039.86 –40.9 –48.2 –24.4
Euro Small Cap B EU EQ IRL 10/13 EUR 1105.79 –40.7 –47.8 –23.9
Eurozone Agg Eq A EU EQ IRL 10/13 EUR 565.96 –40.9 –45.2 NS
Eurozone Agg Eq B EU EQ IRL 10/13 EUR 807.50 –40.6 –44.9 –20.3
Glbl Bd (EuroHdg) A GL BD IRL 10/13 EUR 1214.56 –6.1 –5.5 –2.5
Glbl Bd (EuroHdg) B GL BD IRL 10/13 EUR 1279.82 –5.6 –4.9 –1.9
Glbl Bd A EU BD IRL 10/13 EUR 995.42 –1.3 –2.4 –4.1
Glbl Bd B EU BD IRL 10/13 EUR 1052.15 –0.8 –1.8 –3.5
Glbl Real Estate A OT EQ IRL 10/13 USD 818.05 –35.6 –43.7 –19.6
Glbl Real Estate B OT EQ IRL 10/13 USD 837.23 –35.3 –43.4 –19.1
Glbl Real Estate EH-A OT EQ IRL 10/13 EUR 782.40 –33.3 –41.9 –20.9
Glbl Real Estate SH-B OT EQ IRL 10/13 GBP 74.11 –32.5 –40.9 –19.4
Glbl Strategic Yield A EU BD IRL 10/13 EUR 1213.81 –18.8 –20.2 –8.2
Glbl Strategic Yield B EU BD IRL 10/13 EUR 1289.46 –18.4 –19.7 –7.7
Japan Equity A JP EQ IRL 10/13 JPY 10776.00 –42.0 –49.6 –27.3
Japan Equity B JP EQ IRL 10/13 JPY 11403.00 –41.8 –49.3 –26.8
Multi St Cash Plus EH-A GL EQ IRL 10/13 EUR 981.63 –3.0 –3.4 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/13 USD 1403.80 –46.9 –50.0 –12.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/13 USD 1487.02 –46.7 –49.7 –11.9
Pan European Eq A EU EQ IRL 10/13 EUR 817.99 –39.8 –44.1 –21.2
Pan European Eq B EU EQ IRL 10/13 EUR 865.95 –39.6 –43.8 –20.7
US Equity A US EQ IRL 10/13 USD 762.05 –34.3 –37.4 –13.5
US Equity B US EQ IRL 10/13 USD 810.01 –34.0 –37.0 –12.9
US Small Cap A US EQ IRL 10/13 USD 1155.68 –32.7 –38.2 –14.5
US Small Cap B US EQ IRL 10/13 USD 1229.14 –32.4 –37.9 –14.0

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/13 SEK 61.47 –47.3 –52.2 –27.3
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 10/13 USD 3.16 –39.6 –40.9 –17.7
Europe 2 Fd EU EQ LUX 10/13 EUR 0.80 –44.8 –48.7 –23.2
Europe 3 Fd EU EQ LUX 10/13 GBP 2.77 –41.2 –42.1 –17.0
Global Chance/Risk Fd GL EQ LUX 10/13 EUR 0.51 –35.4 –41.4 –20.7
Global Fd GL EQ LUX 10/13 USD 1.77 –40.2 –43.4 –17.2
Intl Mixed Fd -C- NO BA LUX 10/13 USD 23.07 –30.8 –32.5 –10.8
Intl Mixed Fd -D- NO BA LUX 10/13 USD 16.28 –30.8 –32.5 –9.6
Wireless Fd OT EQ LUX 10/13 EUR 0.11 –43.9 –48.6 –19.7

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/13 USD 4.83 –46.9 –50.5 –12.9
Currency Alpha EUR -IC- OT OT LUX 10/14 EUR 10.96 7.3 4.4 NS
Currency Alpha EUR -RC- OT OT LUX 10/14 EUR 10.92 7.0 4.0 NS
Currency Alpha SEK -ID- OT OT LUX 10/14 SEK 106.26 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/14 SEK 106.16 NS NS NS
Generation Fd 80 OT OT LUX 10/13 SEK 6.53 –31.0 –34.9 NS
Nordic Focus EUR NO EQ LUX 10/13 EUR 60.06 –39.3 NS NS
Nordic Focus NOK NO EQ LUX 10/13 NOK 63.10 NS NS NS
Nordic Focus SEK NO EQ LUX 10/13 SEK 61.75 –38.0 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/13 USD 0.86 –47.2 –51.0 –12.0

Choice North America Eq. Fd US EQ LUX 10/13 USD 1.48 –38.9 –40.9 –18.4
Ethical Global Fd GL EQ LUX 10/13 USD 0.66 –39.9 –43.7 –18.0
Ethical Sweden Fd NO EQ LUX 10/14 SEK 30.58 –31.4 –39.6 –15.2
Europe Fd EU EQ LUX 10/13 USD 1.81 –48.9 –50.7 –12.8
Global Equity Fd GL EQ LUX 10/13 USD 1.14 –39.8 –43.1 –16.1
Index Linked Bd Fd SEK OT BD LUX 10/14 SEK 12.83 2.7 6.0 3.2
Medical Fd OT EQ LUX 10/13 USD 2.80 –27.3 –27.2 –11.2
Short Medium Bd Fd SEK NO MM LUX 10/14 SEK 9.07 2.1 2.9 2.8
Technology Fd OT EQ LUX 10/13 USD 1.75 –38.6 –40.2 –14.8
World Fd GL EQ LUX 10/13 USD 1.79 –33.2 –37.1 –7.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/14 EUR 1.26 1.3 1.6 2.2
Short Bond Fd SEK NO MM LUX 10/14 SEK 21.32 1.7 2.4 2.5
Short Bond Fd USD US MM LUX 10/14 USD 2.48 1.1 2.2 3.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/14 SEK 9.96 –2.5 –1.7 –0.3
Alpha Bond Fd SEK -B- NO BD LUX 10/14 SEK 8.94 –2.5 –1.7 –0.3
Alpha Bond Fd SEK -C- NO BD LUX 10/14 SEK 24.96 –2.6 –1.8 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 10/14 SEK 8.32 –2.6 –1.8 –0.5
Alpha Short Bd SEK -A- NO MM LUX 10/14 SEK 10.72 2.1 2.8 2.8
Alpha Short Bd SEK -B- NO MM LUX 10/14 SEK 10.06 2.1 2.8 2.8
Alpha Short Bd SEK -C- NO MM LUX 10/14 SEK 20.99 2.0 2.7 2.7
Alpha Short Bd SEK -D- NO MM LUX 10/14 SEK 8.72 2.0 2.7 2.7
Bond Fd EUR -C- EU BD LUX 10/14 EUR 1.24 2.4 3.3 1.3
Bond Fd EUR -D- EU BD LUX 10/14 EUR 0.50 2.4 3.3 1.3
Bond Fd SEK -C- NO BD LUX 10/14 SEK 39.21 3.8 4.8 2.7
Bond Fd SEK -D- NO BD LUX 10/14 SEK 11.76 2.6 3.6 2.1
Corp. Bond Fd EUR -C- EU BD LUX 10/14 EUR 1.05 –10.5 –11.5 –5.9
Corp. Bond Fd EUR -D- EU BD LUX 10/13 EUR 0.83 –9.8 –10.8 –5.7
Corp. Bond Fd SEK -C- NO BD LUX 10/14 SEK 10.66 –11.6 –11.9 –5.8
Corp. Bond Fd SEK -D- NO BD LUX 10/14 SEK 8.38 –11.5 –11.7 –5.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/13 EUR 96.64 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/14 EUR 95.66 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/14 SEK 100.69 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/14 SEK 929.82 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/14 SEK 20.30 2.9 3.5 2.9
Flexible Bond Fd -D- NO BD LUX 10/14 SEK 11.49 2.9 3.5 2.9

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/14 SEK 88.09 –17.0 –19.5 –7.7
Global Hedge I SEK -D- OT OT LUX 10/14 SEK 80.51 –19.4 –21.8 –9.0

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/13 USD 1.66 –50.3 –50.3 –9.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/14 SEK 18.29 –45.3 –51.1 –19.7
Europe Chance/Risk Fd EU EQ LUX 10/13 EUR 903.78 –46.8 –50.4 –24.6

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/13 USD 14.71 –55.5 –61.3 –3.9
Eq. Pacific A AS EQ LUX 10/13 USD 7.00 –49.5 –52.5 –8.7

n SGAM Fund
Bonds CHF A CH BD LUX 10/13 CHF 26.78 2.6 3.2 0.1
Bonds ConvEurope A EU BD LUX 10/13 EUR 29.25 0.6 1.3 5.7
Bonds Eur Corp A EU BD LUX 10/13 EUR 19.52 –11.1 –11.6 –6.1
Bonds Eur Hi Yld A EU BD LUX 10/10 EUR 15.05 –29.0 –31.0 –15.8
Bonds EURO A EU BD LUX 10/13 EUR 37.48 1.5 2.3 0.8
Bonds Europe A EU BD LUX 10/13 EUR 35.99 0.6 1.0 0.2
Bonds US MtgBkSec A US BD LUX 10/13 USD 22.07 –12.5 –10.7 –3.2
Bonds US OppsCoreplus A US BD LUX 10/13 USD 30.88 –1.9 0.8 2.7
Bonds World A GL BD LUX 10/13 USD 37.08 –0.3 3.6 6.5
Eq. ConcentratedEuropeA EU EQ LUX 10/10 EUR 20.42 –49.4 –52.1 –27.8
Eq. Eastern Europe A EU EQ LUX 10/10 EUR 16.10 –63.5 –63.3 –30.1
Eq. Equities Global Energy OT EQ LUX 10/10 USD 12.86 –49.0 –46.0 –11.1
Eq. Euroland A EU EQ LUX 10/10 EUR 8.98 –48.0 –50.6 –25.2
Eq. Euroland MidCapA EU EQ LUX 10/10 EUR 15.57 –46.3 –52.0 –26.3
Eq. EurolandCyclclsA EU EQ LUX 10/10 EUR 13.45 –46.9 –48.0 –18.7
Eq. EurolandFinancialA OT EQ LUX 10/10 EUR 10.29 –44.7 –49.1 –29.1
Eq. Glbl Emg Cty A GL EQ LUX 10/10 USD 6.14 –54.6 –55.2 –16.1
Eq. Global A GL EQ LUX 10/10 USD 20.52 –46.4 –49.1 –22.9
Eq. Global Technol A OT EQ LUX 10/10 USD 3.95 –44.3 –51.0 –23.9
Eq. Gold Mines A OT EQ LUX 10/13 USD 17.29 –42.3 –43.4 –12.6
Eq. Japan A JP EQ LUX 10/10 JPY 693.13 –47.6 –53.5 –31.8
Eq. Japan Sm Cap A JP EQ LUX 10/10 JPY 762.80 –55.3 –60.4 –44.6
Eq. Japan Target A JP EQ LUX 10/10 JPY 1345.30 –33.6 –40.9 –23.7
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 10/13 GBP 9.81 –42.5 –47.4 –24.5
Eq. US ConcenCore A US EQ LUX 10/10 USD 16.34 –39.1 –41.5 –17.3

Eq. US Lg Cap Gr A US EQ LUX 10/10 USD 11.63 –42.2 –44.5 –18.9
Eq. US Mid Cap A US EQ LUX 10/10 USD 20.44 –47.8 –51.0 –17.5
Eq. US Multi Strg A US EQ LUX 10/10 USD 16.71 –42.0 –45.8 –21.1
Eq. US Rel Val A US EQ LUX 10/10 USD 16.40 –42.7 –48.1 –24.5
Eq. US Sm Cap Val A US EQ LUX 10/10 USD 15.28 –38.8 –46.4 –22.6
Eq. US Value Opp A US EQ LUX 10/10 USD 14.33 –43.8 –49.0 –27.3
Money Market EURO A EU MM LUX 10/13 EUR 26.89 3.4 4.4 4.0
Money Market USD A US MM LUX 10/13 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 09/30 USD 10.90 –26.3 –5.3 5.7
UAE Blue Chip Fund Acc AS EQ ARE 10/02 AED 8.76 –24.9 1.7 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 10/14 EEK 127.06 –52.6 –58.2 –29.2
New Europe Small Cap EUR EE EQ EST 10/14 EEK 67.10 –51.9 –57.0 –27.3
Second Wave EUR EE EQ EST 10/14 EEK 123.51 –55.0 –58.4 –21.5

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/14 JPY 9369.00 –44.1 –53.4 –29.3
YMR-N Japan Fund JP EQ IRL 10/14 JPY 10693.00 –38.5 –49.2 –24.4
YMR-N Low Price Fund JP EQ IRL 10/14 JPY 13686.00 –40.0 –49.9 –25.9
YMR-N Small Cap Fund JP EQ IRL 10/14 JPY 6170.00 –50.2 –59.1 –35.0
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
Yuki 77 Income AS EQ IRL 10/10 JPY 4860.00 –42.0 –48.6 NS

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 Inc JP EQ IRL 10/10 JPY 5317.00 –36.9 –46.6 –24.8
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/10 JPY 3962.00 –54.1 NS NS

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
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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 10/10 USD 684.38 –35.4 –35.4 NS
AJR International B US EQ VGB 10/10 USD 114.78 –35.4 –35.4 NS
Cambrian Asia Ltd. AS EQ VGB 10/10 JPY 4836.00 –50.5 NS NS
Cambrian Europe Ltd. EU EQ VGB 10/10 EUR 58.00 –44.6 NS NS
Cambrian Fund Ltd. A US EQ VGB 10/10 USD 402.93 –53.3 NS NS
Cambrian Fund Ltd. B US EQ VGB 10/10 USD 98.30 –53.3 NS NS
Rodinia Fund Ltd US EQ VGB 10/10 USD 94.73 –34.3 –34.7 NS

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

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

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 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 10/09 EUR 245.66 –3.4 –3.3 1.8
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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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 09/30 USD 1454.02 NS –4.6 –9.1 –6.2 2.4

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Brown urges regulation
Using new stature,
U.K. leader touts
global system

Zardari asks China to aid Pakistan

China’s Assistant Foreign Minister Hu
Zhengyue greets President Zardari, left.

By Alistair MacDonald

LONDON— As the British bank-
bailout plan becomes a model for Eu-
rope and the U.S., U.K. Prime Minis-
ter Gordon Brown is using his new
platform as financial statesman to
push what he sees as the next step: a
global system of financial supervi-
sion.

Risk from financial markets has
become global but the way to super-
vise financial institutions and their
products hasn’t, and needs to be,
Mr. Brown says. “You can’t deal with
the problems of global financial mar-
kets within national systems of regu-
lation,” he said at a news briefing
Tuesday.

Among other measures, Mr.
Brown wants to retool international
bodies such as the International
Monetary Fund to monitor global
markets and act as early-warning
systems.

Mr. Brown’s bailout approach—a
mix of injecting capital to bolster
bank balance sheets as well as guar-
anteeing loans to unfreeze lending
markets—got its strongest endorse-
ment Tuesday when the U.S. took
similar steps.

For Mr. Brown, who is battling a
slowing economy at home after 15
years of uninterrupted growth, his
handling of the credit crisis is sud-
denly lifting his popularity from its
historic lows. But his Labour Party

has trailed the rival Conservative
Party by a wide margin in opinion
polls, and he needs to call an elec-
tion by 2010.

Mr. Brown and his team looked
for other options to help the coun-
try’s banks after concluding that the
massive amounts of liquidity that
central banks had been pumping
into the system weren’t addressing
the central problem that banks
didn’t trust each other so weren’t
lending, Mr. Brown said.

“We defined the problem as the
strengthening of our banks with
more capital so they could
deal with any bad assets,”
coupled with a need to guar-
antee some of their lend-
ing, he said. Taking stakes
in banks also meant the gov-
ernment could dictate
tough terms because tax-
payers are footing the bill,
he has said.

“I am very pleased that a
large number of countries
across the world, from Aus-
tralia and New Zealand, to
Sweden, to the euro area have moved
towards the proposals that seem to
me to be now the common ground
for the way forward,” he said.

Mr. Brown championed global
regulation during his decade as
Treasury chief under Prime Minis-
ter Tony Blair, first proposing the
idea after the Asian financial crisis
in 1998.

He hasn’t gotten very far. While
Mr. Brown calls for greater global su-
pervision, the U.K.’s markets regula-
tor, the Financial Services Author-
ity, was widely criticized for failing
to spot and react to the risks associ-

ated with some of the country’s
banks. Now, Mr. Brown’s increased
credibility and the fresh urgency of
the global crisis may move it along.

“We need an effective global
early-warning system for the world
economy to alert us to the risks
ahead. We need globally accepted
and supervised standards of regula-
tion applied equally in all countries.
We need stronger arrangements for
cross-border supervision of global
firms,” Mr. Brown said.

Mr. Brown had a scheduled call
with U.S. President George W. Bush

on Tuesday to discuss the
crisis. Mr. Brown said he
will push global regulation
at the European Council
meeting Wednesday, and
he said he has talked to Chi-
nese, Australian and other
leaders this week about the
idea.

Analysts are divided on
the idea of a global supervi-
sory agency. Some point
out that there are already
international regulatory

frameworks such as Basel and Inter-
national Organization of Securities
Commissions. Moreover, warnings
from central banks that there was
too much leverage in the system
were ignored ahead of the credit
crunch, and the IMF’s current global
financial stability reports get little
traction.

An IMF spokesman didn’t return
calls seeking comment.

Meanwhile, Mr. Brown continues
to reap plaudits. “Are you Flash Gor-
don, or just Gordon?” a Swedish
journalist asked him Tuesday. “Just
Gordon,” Mr. Brown replied.

Obama widens his lead
in four significant states

Pakistan’s President Asif Ali Zar-
dari began a four-day state visit to
China on Tuesday, seeking aid for
his near-bankrupt nation from an in-
creasingly powerful ally.

“China is the future of the world,”
Mr. Zardari, widower of slain former
Prime Minister Benazir Bhutto, told
the Chinese state news agency Xin-
hua on the eve of his trip. “A strong
China means a strong Pakistan.”

Pakistan’s economy was already
in critical care before the global fi-

nancial meltdown. Mr. Zardari is
reaching out to China, the U.S. and
Saudi Arabia, among other so-
called Friends of Pakistan, to make
the case that the world has an inter-
est in helping to stabilize the nu-
clear-armed nation, which has been
shaken by Islamist militancy.

Pakistan is seeking $5 billion to
$6 billion from donors. Government
officials are urgently trying to shore
up dwindling foreign-exchange re-
serves—now down to $8.32 billion—
and revive an ailing economy by
boosting the confidence of foreign
investors. It sees China as a substan-
tial source of this capital.

On his first official visit abroad
since taking office, Mr. Zardari
promised to return to China every
three months and said the relation-
ship would focus on business.

Shaukat Tarin, economic adviser
to Pakistani Prime Minister Yousuf
Raza Gilani, who was in Washington
at the start of the week, said Paki-
stan had secured $1.4 billion from

the World Bank, and was expecting
additional financing from the Asian
Development Bank.

The U.K., meanwhile, doubled its
aid to Pakistan and will give the
country about $825 million over
the next three years, according to
the British High Commission in Is-
lamabad.

But it’s China, often praised by
Pakistani officials as a steadfast
friend, that may offer Islamabad its
best hope for a major cash infusion.
The Asian giant’s foreign-exchange
reserves are the world’s largest, at
$1.9 trillion. Chinese officials could
be eager to demonstrate their new
wealth and diplomatic heft, ana-
lysts say.

“China can provide support by
putting some deposits in the cen-
tral bank of Pakistan, that’s some-
thing they might be able to do
quickly,” said Salman Shah, a
former Pakistani finance minister.
“They can put a deposit of $1 billion
or $2 billion.”

By contrast, he said, such a re-
quest made to the U.S. “would proba-
bly have to go through Congress or
through the Treasury,” he said. “It is
a very long, drawn-out process.”

China’s foreign aid has been
growing, especially in Africa, typi-
cally in the form of concessionary
loans for infrastructure projects
such as roads, railways and power
plants generally handled by Chinese
contractors. China is already in-
volved in building a large port in Pa-
kistan. But neither Chinese nor Paki-
stani officials have offered details of
any current aid agreement.

The decades-long friendship be-
tween China and Pakistan is

grounded in arms sales, energy as-
sistance and an all-weather geopolit-
ical alliance. China has sold conven-
tional weapons and missile technol-
ogy, and is suspected of helping Paki-
stan develop nuclear weapons. In
2006, China and Pakistan signed a
pledge to increase bilateral trade to
$15 billion a year by 2011.

As India and the U.S. have
worked to complete a civilian nu-
clear agreement, China and Paki-
stan have discussed a similar deal.
The negotiations highlight how un-
easy ties have become as both
China and India jockey for influ-
ence in Asia.

A Chinese foreign-ministry
spokesman said Tuesday there
would be “in-depth discussions” on
cooperation in “some major areas,”
but declined to confirm if a nuclear
deal was in the works.
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Republicans hope Sen. John McCain can use Wednesday night’s final presidential
debate to reverse gains by Sen. Barack Obama in several battleground states.

By Sara Murray

Sen. Barack Obama has taken a
solid lead in four large battleground
states, underscoring the challenge
Sen. John McCain faces as he tries
to change the dynamic of the race in
Wednesday night’s debate.

Sen. Obama has double-digit
leads in Michigan, Minnesota and
Wisconsin, and he leads by a
slightly smaller margin in Colorado,
according to new Quinnipiac Univer-
sity polls conducted in conjunction
with The Wall Street Journal and
Washingtonpost.com. Sen. Obama’s
prospects have improved in the
wake of two debates with Sen.
McCain and are enhanced by the
fact that the electorate views him as
better prepared to deal with the
economy.

In all four states, Sen. Obama
holds a wider lead than he did in poll-
ing in late September. In Wisconsin,
his lead is 54% to 37%, a 17-point
margin; last month, it was seven
points. In Michigan, his lead now is
16 points, 54% to 38%, up from four
points.

In Minnesota, the Obama lead is
11 points, 51% to 40%; a month ago,
that state was nearly even. All those
states went Democratic in 2004,
and Sen. McCain has sought to turn
at least one his way this time.

In Colorado, the state that repre-
sents Sen. Obama’s biggest opportu-
nity to move a previously Republi-
can state in the West to the Demo-
crat’s column, he now leads 52% to
43%, up from an earlier four-point
lead.

Significantly, Sen. Obama has
opened a strong lead with indepen-
dents, a key voting bloc. More than
half of independent voters in each
state said they are supporting him.

“This election was always going
to be about which candidate could
win over independents,” said Peter
Brown, assistant director of the
Quinnipiac University Polling Insti-
tute. And Sen. McCain is “getting an-
nihilated in these states.”

Republicans hope Sen. McCain
can use Wednesday night’s debate
to turn around these trends. “Obvi-
ously Sen. McCain’s major opportu-
nity” is Wednesday night’s third
and final debate between the two,
said Mr. Brown. “He has to reach vot-
ers in a way that he has not been
able to do so in the first two de-
bates. And by any standard, he faces
very long odds.”

Improvements in financial mar-
kets this week may give Sen.
McCain an opening, though, by less-
ening intense interest in economic
matters, which have been an advan-
tage for Sen. Obama. In each of the
four states surveyed, voters ranked
the economy as the most important
issue. The majority of voters in each
state said Sen. Obama understands
the economy better than does his Re-
publican counterpart.

More than half of voters in each
state also said Sen. McCain didn’t
show effective leadership in dealing
with the financial crisis. Asked the
same question about Sen. Obama,
voters were more inclined to say he
showed effective leadership.

The poll results also highlight
just how difficult it will be for Sen.
McCain to sway voters with one de-
bate. Only a tiny share of voters said
the most-recent debate changed
their vote, and predebate and post-
debate polling by Quinnipiac in each
state supported that conclusion.

In Colorado, Michigan and Min-
nesota, few voters changed their
minds after last week’s presidential
debate. The exception was Wiscon-
sin, but the beneficiary was Sen.
Obama, who led by 17 points after
the debate compared with eight
points before.

The silver lining for Sen. McCain
is that he is maintaining strong sup-
port from his Republican base. Al-
most nine in 10 Republicans said
they are supporting the McCain cam-
paign in Colorado, Michigan and
Minnesota. In Wisconsin, that num-
ber was even higher.

Sen. McCain’s strong support
among Republicans is likely en-
hanced by his running mate, Alaska
Gov. Sarah Palin. Fewer than four in
10 of all voters surveyed have a favor-
able impression of her, but roughly
eight in 10 Republicans view her fa-
vorably.

Despite the concern about the
economy found in the four states,
the surveys also uncovered some un-
derlying optimism. Most voters said
they expect economic conditions
will get better in the next year. They
were similarly optimistic when judg-
ing their personal financial situa-
tions.

The polls were conducted Oct.
8-12. The margin of error in Michi-
gan and Colorado was plus or minus
three percentage points. In Minne-
sota it was 3.1 points, and it was 2.8
points in Wisconsin.
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By Shai Oster and Jason Leow
in Beijing, and Matthew
Rosenberg in New Delhi
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 10/10 GBP 5.82 –38.5 –39.9 –19.0
Andfs. Borsa Global GL EQ AND 10/10 EUR 5.68 –40.6 –42.8 –20.1
Andfs. Emergents GL EQ AND 10/10 USD 10.08 –52.5 –53.3 –14.5
Andfs. Espanya EU EQ AND 10/10 EUR 10.43 –40.9 –39.2 –18.0
Andfs. Estats Units US EQ AND 10/10 USD 11.95 –41.2 –41.8 –18.4
Andfs. Europa EU EQ AND 10/10 EUR 6.27 –43.4 –44.7 –21.6
Andfs. Franca EU EQ AND 10/10 EUR 7.91 –43.7 –45.8 –23.5
Andfs. Japo JP EQ AND 10/10 JPY 416.49 –46.1 –52.5 –28.3
Andfs. Plus Dollars US BA AND 10/10 USD 8.51 –20.6 –21.6 –8.5
Andfs. RF Dolars US BD AND 10/10 USD 10.27 –9.4 –9.5 –3.5
Andfs. RF Euros EU BD AND 10/10 EUR 9.37 –15.2 –16.4 –8.7
Andorfons EU BD AND 10/10 EUR 12.70 –17.0 –18.9 –10.4
Andorfons Alternative Premium OT OT AND 07/31 EUR 112.49 –3.1 –2.6 2.3
Andorfons Mix 30 EU BA AND 10/10 EUR 8.58 –26.0 –27.7 –13.4
Andorfons Mix 60 EU BA AND 10/10 EUR 8.42 –36.1 –37.4 –17.9

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 10/10 USD 159790.40 –38.8 –40.3 –11.7

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 10/14 EUR 10.20 0.3 0.0 2.0
DJE-Absolut P GL EQ LUX 10/14 EUR 186.90 –25.9 –25.3 –7.2
DJE-Alpha Glbl P EU BA LUX 10/14 EUR 161.06 –21.2 –20.0 –5.0
DJE-Div& Substanz P GL EQ LUX 10/13 EUR 170.30 –28.6 –30.9 –9.1
DJE-Gold&Resourc P OT EQ LUX 10/14 EUR 122.01 –34.9 –37.0 –11.4
DJE-Renten Glbl P EU BD LUX 10/14 EUR 117.60 –3.7 –3.8 –0.9
LuxPro-Dragon I AS EQ LUX 10/14 EUR 102.85 –43.2 –48.3 0.2
LuxPro-Dragon P AS EQ LUX 10/14 EUR 100.73 –44.3 –49.3 –0.9
LuxTopic-Aktien Europa EU EQ LUX 10/13 EUR 13.22 –31.4 –30.2 –9.7
LuxTopic-Pacific AS EQ LUX 10/14 EUR 11.34 –47.2 –49.3 –14.8

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 10/13 EUR 50.80 –53.7 –57.6 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 10/13 USD 53.14 –57.0 –59.1 NS
(Lux) Russian EUR EE EQ LUX 10/13 EUR 44.55 –60.8 –60.2 NS
(Lux) Russian USD EE EQ LUX 10/13 USD 46.55 –63.7 –61.7 NS
Balkan Fund EE EQ SWE 10/13 SEK 14.07 –57.8 –59.4 –20.4
Baltic Fund EE EQ SWE 10/13 SEK 45.75 –37.9 –42.0 –14.0
Eastern European Fund EU EQ SWE 10/13 SEK 25.24 –53.9 –53.5 –20.6
Russian Fund EE EQ SWE 10/13 SEK 728.16 –58.3 –56.2 –23.7
Turkish Fund EE EQ SWE 10/13 SEK 5.01 –56.3 –57.2 –20.3

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 10/09 CHF 67.80 –55.1 –54.1 –17.5
HF-World Bds Abs Ret OT OT CHE 10/09 USD 85.80 –6.0 0.1 0.7

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 08/31 USD 51.70 –19.6 1.5 21.8
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 33.67 –7.0 17.9 22.4
EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/07 SAR 6.40 NS NS NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 31.61 –17.5 –8.7 12.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 10/13 USD 242.81 –22.1 –21.4 –7.6

Sel Emerg Mkt Equity GL EQ GGY 10/13 USD 146.48 –45.9 –47.3 –10.8
Sel Euro Equity EUR US EQ GGY 10/13 EUR 86.43 –40.8 –45.9 –21.6
Sel European Equity EU EQ GGY 10/13 USD 155.79 –45.1 –48.2 –18.3
Sel Glob Equity GL EQ GGY 10/13 USD 159.20 –41.7 –46.7 –19.4
Sel Glob Fxd Inc GL BD GGY 10/13 USD 128.54 –12.4 –10.6 –3.1
Sel Pacific Equity AS EQ GGY 10/13 USD 97.72 –44.6 –47.5 –10.8
Sel US Equity US EQ GGY 10/13 USD 113.69 –33.4 –37.4 –15.0
Sel US Sm Cap Eq US EQ GGY 10/13 USD 150.80 –34.8 –41.8 –19.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 10/13 EUR 292.40 –19.0 –20.1 –9.4
DSF 50/50 EU BA LUX 10/13 EUR 221.88 –25.2 –27.8 –13.1
DSF 75/25 EU BA LUX 10/10 EUR 166.49 –33.7 –36.9 –18.2
KBC Eq (L) Europe EU EQ LUX 10/10 EUR 413.90 –45.5 –49.2 –25.0
KBC Eq (L) Japan JP EQ LUX 10/13 JPY 16459.00 –44.3 –51.6 –29.8
KBC Eq (L) NthAmer EUR US EQ LUX 10/10 EUR 465.97 –39.5 –42.9 –18.8
KBC Eq (L) NthAmer USD US EQ LUX 10/10 USD 662.53 –39.2 –42.3 –17.2
KBL Key America EUR US EQ LUX 10/09 EUR 338.35 –42.1 –44.5 –18.0
KBL Key America USD US EQ LUX 10/09 USD 348.76 –42.2 –44.3 –16.7
KBL Key East Europe EU EQ LUX 10/10 EUR 1507.44 –55.6 –54.9 –23.4
KBL Key Eur Sm Cie EU EQ LUX 10/09 EUR 773.30 –43.6 –49.6 –22.2
KBL Key Europe EU EQ LUX 10/10 EUR 513.06 –41.9 –45.7 –21.7
KBL Key Far East AS EQ LUX 10/09 USD 968.43 –49.3 –52.1 –13.6
KBL Key Major Em Mkts GL EQ LUX 10/09 USD 392.40 –57.8 –56.0 –13.5
KBL Key NaturalRes EUR OT EQ LUX 10/09 EUR 370.70 –40.4 –40.7 NS
KBL Key NaturalRes USD OT EQ LUX 10/09 USD 384.83 –44.3 –42.5 NS
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Cost cuts help boost Posco’s net
Steelmaker raises
sales target, still
pursues shipbuilder

Sumner Redstone cherishes his control of Viacom and CBS and would be unlikely to
give them up without a fight. He was forced to sell some nonvoting shares last week.

Stock declines turn Redstone into reluctant seller
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By Russell Gold

More corporate executives are ac-
knowledging they were forced to sell
stakes in their companies to cover
stock loans to brokers and banks as
the stock market plunged last week.

The latest victim is Bruce A.
Smith, the chairman, president and
chief executive of Tesoro Corp., an
oil refiner based in San Antonio,
Texas. Tesoro disclosed Monday
that Mr. Smith was forced to sell
251,100 shares, or 14% of his hold-
ings, to meet a margin call from in-
vestment bank Goldman Sachs
Group Inc. If Tesoro’s stock contin-
ues to decline, the company said,
“further sales may be required.”

The company didn’t disclose the
sales price, and Mr. Smith didn’t re-
spond to inquiries.

The energy sector has been hard
hit by debt-collection calls from bro-
kers as oil prices have fallen. On Fri-
day, Chesapeake Energy Corp. co-
founder and Chief Executive Officer
Aubrey K. McClendon said he had to
unload most of his stake of about
5.8% due to a margin call.

But the damage isn’t limited to
just that sector. The co-founders of
medical-equipment maker Boston
Scientific Corp. were forced to sell 31
million shares collectively through
Friday, according to the company.
The shares had been pledged to “col-
lateralize a loan,” the company said.

The co-founders, Pete Nicholas
and John Abele, still held more than
90 million shares. Mr. Nicholas said
in a press release that “our confi-
dence in the company and its future
is unwavering.” Additional stock
sales may be required, the company
said. A spokesman was unavailable
to comment.

Emergency or involuntary stock
sales can push sinking stock prices
down even more quickly and can
erode shareholders’ confidence in
managers’ judgment.

But investors appreciate when a
chief executive has “significant skin
in the game,” said Martijn Cremers,
an associate professor of finance at
the Yale University School of Man-
agement.

The disclosures of forced sales
could continue, said Ben Silverman,
research director at Insiderscore.
com, a service that tracks insider and
institutional trading. He said 80 pub-
licly traded companies have “margin
exposure” because insiders have
pledged shares as security for loans.
 —Ben Casselman

contributed to this article.
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By Kyong-Ae Choi

South Korean steelmaker Posco
reported a 40% rise in third-quarter
net profit, backed by cost cuts and
strong sales of high-end products. It
also pledged to go it alone in its bid
for a stake in Daewoo Shipbuilding
& Marine Engineering.

“Robust domestic demand and
increased exports to emerging mar-
kets such as India, China, the Middle
East and Southeast Asia also gave a
boost to the quarterly results,” said
Posco Vice President Park Ki-Hong
at an investor relations session.

Posco, the world’s fourth-largest
steelmaker by output, raised its
2008 sales target to 31.9 trillion
won ($25.72 billion) from 31 trillion
won and increased its operating
profit target to 6.6 trillion won from
5.7 trillion won. It had last revised
the figures upward in July.

As for next year, the business en-
vironment will be tougher than this
year, but the results are likely to be
similar, said Posco Senior Vice Presi-
dent Hwang Eun-Yeon. Analysts
said, however, that higher raw-mate-
rials costs and slowing overseas de-
mand will be a burden for the com-
pany from the October-December
period onward.

For the three months ended
Sept. 30, the company reported a
net profit of 1.219 trillion won, up
from 871.2 billion won a year earlier.
Operating profit climbed 85%

year-to-year to 1.984 trillion won
from 1.073 trillion won with an oper-
ating profit margin of 23%, while
sales jumped 68% to 8.813 trillion
won from 5.257 trillion won.

Posco’s stainless-steel opera-
tions swung to a profit in the third
quarter from a year-earlier loss on a
10% increase in sales.

The earnings came one day after
Posco’s consortium partner GS Hold-
ings unexpectedly pulled out of a
joint bid for Daewoo Shipbuilding &
Marine Engineering, just a few
hours after the consortium had sub-
mitted a final bid to Korea Develop-
ment Bank.

GS said it pulled out because the
bid price was too high and “too ag-
gressive.”

Posco Chief Financial Officer Lee
Dong-Hee said, however, that the
price is reasonable, based on syn-

ergy effects that will come from the
acquisition of a 50.4% stake— 31.3%
held by KDB and 19.1% owned by Ko-
rea Asset Management Corp. —in
Daewoo Shipbuilding.

State-owned KDB will decide
Wednesday whether to allow Posco
to go it alone.

Hanwha Group and Hyundai
Heavy Industries, the two other fi-
nal bidders, said they will decide
what measures they will take after
KDB’s decision.

Based on Tuesday’s closing
price, the 50.4% stake in Daewoo
Shipbuilding, the world’s third-larg-
est shipbuilder by orders, would be
valued at about 2.2 trillion won. The
price for the stake had been initially
forecast to be between 6 trillion
won and 8 trillion won but the stock
has plunged 47% since March 26,
when the sale process began.

Margin calls push
executives to sell
chunks of shares

By Merissa Marr

After spending decades building
a huge and diverse media empire,
Sumner Redstone was shocked to
find himself in an unusually vulnera-
ble position late last week, forced to
sell off a big chunk of his holdings in
Viacom Inc. and CBS Corp.

Mr. Redstone had used his prized
stakes in those two publicly held me-
dia giants, which he controls, to
help back a $1.6 billion loan to ex-
pand his family’s movie-theater
chain, among other things. On Mon-
day, Mr. Redstone’s family holding
company, National Amusements, an-
nounced it had completed the sale
of $233 million of Viacom and CBS
shares in the market to avoid breach-
ing its loan covenants.

Shares in Viacom and CBS rallied
sharply Monday with the broader
market, taking some of the pressure
off Mr. Redstone. But the episode
shows how vulnerable he may be to
market swings. Viacom’s Class B
stock was up 26% Monday at $20.80
in 4 p.m. composite trading on the
New York Stock Exchange, after tum-
bling 18% Friday. CBS Class B shares
were up 7.9% at $8.74, after falling
20% Friday. Viacom stock has fallen
about 49% in the past year, while
CBS is down about 71%.

Other corporate executives have
also been forced to sell their hold-
ings in recent days to meet loan re-
quirements.

Through a spokesman, Mr. Red-
stone, 85 years old, declined to com-

ment. According to people familiar
with the situation, he was caught off
guard by the turn of events, and Na-
tional Amusements spent much of
the weekend negotiating with its
banks and assessing its funding op-
tions. After indicating Friday it
would sell shares valued at $400 mil-
lion, it ultimately succeeded in curb-
ing the amount of stock it had to
sell. The privately held company de-
clined to comment on the reason for
the change but said it didn’t have
any plans to sell more stock.

So far, Mr. Redstone has sold
only nonvoting stock, leaving his
control of Viacom and CBS intact.

But he could be forced to sell more
stock if the companies’ share values
fall below levels reached last week.

Indeed, strategic and financial
players started to hover over the
weekend, flagging their interest in
investing in Viacom and CBS if Mr.
Redstone needed more cash, accord-
ing to people familiar with the situa-
tion. “If National Amusements is
subsequently forced to sell voting
shares, this could put CBS and Via-
com in play,” said Anthony Di-
Clemente, an analyst at Barclays
Capital.

Mr. Redstone has long cherished
his control of the two media compa-

nies, especially Viacom, whose ca-
ble networks and movie studio he
spent years piecing together, and he
is unlikely to give them up without a
fight. His family’s holding company
owns an additional $540 million of
nonvoting stock in Viacom and CBS,
which he could tap before dipping
into his $1.4 billion of voting stock.

Friday “wasn’t one of his happi-
est days,” Viacom Chief Executive
Philippe Dauman told a conference
in Cannes, France, on Monday. “Ev-
eryone knows he loves these
stocks.”

Apart from the Viacom and CBS
stakes, National Amusements owns
a privately held movie-theater
chain, which is run by Mr. Red-
stone’s daughter Shari. But that
isn’t an easy asset to sell.

National Amusements also has
an 87% stake in videogame company
Midway Games Inc., which has a
market value of about $169 million.
In addition, it has a stake of about 9%
in slot-machine company WMS In-
dustries Inc., which has a total mar-
ket value of around $1.24 billion.The
$1.6 billion loan at the center of Mr.
Redstone’s latest drama has raised
questions among investors as to
why National Amusements needed
so much money, especially since it
had already been selling Viacom
stock to keep its ownership steady
as the company bought back stock.

In large part, the loan was used
to expand the movie-theater chain,
people familiar with the situation
said.
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