
The Irish government took
the extraordinary step of guar-
anteeing as much as $578 bil-
lion of debt and deposits for
six big banks, an amount more
than double the country’s an-
nual GDP, as credit markets
tightened and Libor rose. Page 1

n Central banks are increas-
ingly transforming themselves
from lender of last resort to
lender of first resort. Page 1
n Overnight lending rates
surged around the globe. The
Libor’s record one-day gain un-
derscored the fear gripping
banks. Page 17

n U.S. stocks recovered more
than half the previous session’s
historic losses as the Dow
Jones industrials jumped 4.7%.
European shares rose. Page 17

n Hedge funds are taking such
drastic steps as lowering their
fees as they scramble to hold
on to investors. Pages 2, 18

n Consumer-price inflation in
the euro zone eased last month,
fueling expectations of a shift
in focus at the ECB. Page 8

n U.S. auto firms hope a new
bailout plan could stem a grow-
ing credit crisis that threatens
their industry. Page 3

n Moscow wants banking-sec-
tor weakness to spur a wave of
consolidation and a huge cut in
the number of lenders. Page 3

n Honda may pose the most
formidable threat to Toyota’s
dominance in the hybrid market
when it unveils its Insight
model in Paris this week. Page 4

n Tesco reported surprisingly
strong first-half earnings, in a
sign that the retailer’s aggres-
sive overseas push is offsetting
a slowdown in the U.K. Page 5

n Glaxo plans to cut up to 850
research-and-development jobs
on top of the 350 set for elimi-
nation earlier this year. Page 6

n Asian countries are taking
steps to boost liquidity as the
global cash squeeze begins to
hurt some economies. Page 23

Central banks
add new role,
greater risk

American lawmakers worked
to save the $700 billion finan-
cial-rescue package, after the
U.S. House’s rejection that ini-
tially sent global stock markets
into a tailspin. Bush said his ad-
visers will work with Congress
on a new solution that could be-
gin to move as soon as Wednes-
day. McCain and Obama both
pressed for a deal. Pages 1, 10, 32

n At least 168 people were killed
and 100 others injured when
thousands of pilgrims, panicked
by false rumors of a bomb, stam-
peded at a Hindu temple in west-
ern India in a rush to escape.

n Pakistan named Lt. Gen. Pa-
sha chief of its main intelligence
service, part of a major shake-up
by army chief Gen. Kayani.
n Pakistan’s army is backing
tribal militias that are rising to
battle pro-Taliban groups in
the country’s northwest. Page 8

n Russia said it won’t immedi-
ately allow EU monitors prepar-
ing to deploy in Georgia to en-
ter a buffer zone surrounding
separatist South Ossetia.

n The leader of Bavaria’s ruling
conservatives will step down
Oct. 25, after a dismal state elec-
tion showing for his party.

n The Pentagon formally noti-
fied the U.S. Congress it wants
to sell Israel up to 75 fighter
jets being developed under a
contract led by Lockheed. Page 9

n France and India signed an
agreement that will allow
French companies to sell civil-
ian nuclear technology to India.

n China aims to launch a small
space lab within four years as a
stepping stone to more ambi-
tious space feats, officials said.

n Parents of an infant allegedly
sickened by tainted milk powder
filed suit against Sanlu, challeng-
ing Beijing’s efforts to keep the
scandal out of courts. Page 9

n Afghanistan’s Karzai said he
asked Saudi Arabia’s king to
help facilitate peace talks with
the Taliban and had reached out
to Taliban leader Mullah Omar.

n Somali pirates arguing over
a hijacked cargo ship with 33
tanks engaged in a shootout,
with three pirates believed dead,
a U.S. official said, but a pirate
spokesman denied the report.

By John D. McKinnon

American lawmakers worked to
save the White House’s historic
$700 billion financial-rescue pack-
age, after a stunning defeat in the
U.S. House of Representatives that
initially sent stock markets
around the world into a tail-
spin and added to concerns
that the U.S. faces a pro-
longed recession if the legis-
lation isn’t revived.

President George W.
Bush used Monday’s drop in
equity markets to argue the
need for quick congres-
sional action on a rescue
plan, and said his advisers
will begin working with
Congress on a new solution
that could begin to move as
soon as Wednesday. “The reality is
that we’re in an urgent situation,”
Mr. Bush said, “and consequences
will grow worse each day if we do
not act. If our nation continues on

this course, the economic damage
will be painful and lasting.”

The Dow Jones Industrial Aver-
age sustained its biggest point drop
in history on Monday and its biggest
closing decline since the day the
markets reopened after the Sept. 11,

2001, terrorist attacks.
The Dow, which had

opened sharply lower on
fears of more possible
bank failures, finished
Monday down 7%, with a
777.68 point drop to
10365.45. Losses to shares
on the broader Dow Jones
Wilshire 5000 index
amounted, on paper, to
$1.2 trillion—eclipsing the
size of the proposed bail-
out package.

Markets began to cool early Tues-
day. The DJIA recovered from some
of the huge loss, closing at 10850.66,
up 485.21, or 4.68%.

The White House said Mr. Bush
Please turn to page 31

U.S. lawmakers scramble
to revive bailout this week

Editorial&Opinion

George W. Bush

Ireland gets caught up
in world’s banking crisis
Dublin to guarantee
$578 billion in debt;
‘swift and decisive’

Tamed tiger
Ireland’s economy tries to re-
bound after becoming Europe’s
first in recession. Page 13
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What’s News—
Business & Finance World-Wide
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Market margins
Confidence in banks’ stock worsens ... Volatility in lending rises
Year-to-date cumulative performance
in the DJ Euro Stoxx bank index

The rate banks pay to borrow dollars
overnight from one another

Sources: Thomson Reuters Datastream; British Bankers’ Association 
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Two worthy alternatives
to Google’s alert service
THE MOSSBERG SOLUTION | PAGE 27

Honda challenges Toyota
with its new Insight hybrid
CORPORATE NEWS | PAGE 4

By Joellen Perry

And Sudeep Reddy

As they rush to ease deepening
strains in global credit markets, cen-
tral banks around the world are in-
creasingly transforming them-
selves from being lenders of last re-
sort to lenders of first resort.

With lending between financial
institutions essentially frozen, the
central banks have effectively taken
over the role banks play in normal
times—providing the day-to-day
grease that allows financial mar-
kets to function.

“Banks are now on life-support
systems with the central banks,”
said Thomas Mayer, an economist
with Deutsche Bank in London.

In a crisis, deep-pocketed govern-
ments are often the only institu-
tions left to lend to troubled finan-
cial firms, and central banks were
created in part to fulfill that role. De-
spite central banks’ ongoing efforts
to keep markets flush with cash,
however, banks remain exception-
ally wary of lending to each other.

As a result, central banks are tak-
ing on far more risk than they would
in normal times. “The central banks
now act as the risk-takers of last re-
sort,” said Mr. Mayer. Banks swap
collateral for central-bank funds,
which is meant to cover any losses
the central bank might incur if a
bank defaults.

Among several indicators of
money-market tension: The federal-

Please turn to page 31

By Neil Shah

And Sara Schaefer Muñoz

LONDON—Surging tensions in
lending markets compelled the Irish
government to take the extraordi-
nary step of guaranteeing a wide
swathe of debt issued by the coun-
try’s financial institutions, under-
scoring the severity of the banking
crisis rolling through Europe.

In the most ambitious measure
taken by a sovereign state since the
financial crisis began more than a
year ago, Dublin said it will guaran-
tee payments on as much as
Œ400 billion ($578 billion) in bank
debt, including deposits, securities
and short-term borrowings. While
small in comparison to the trillions
of dollars in assets of the global
banking system, the amount is more
than double Ireland’s annual eco-
nomic output, and rivals the size of

Please turn to page 31

Money & Investing > Page 17

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 10850.66+485.21 +4.68
Nasdaq 2082.33 +98.60 +4.97
DJ Stoxx 600 256.05 +4.62 +1.84
FTSE 100 4902.45 83.68 +1.74
DAX 5831.02 +23.94 +0.41
CAC 40 4032.10 +78.62 +1.99

Euro $1.4045 -0.0387 -2.68
Nymex crude $100.64 +4.27 +4.43
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Finally, the U.S. Con-
gress did something to
bring down oil prices,
even if it didn’t mean to.
But don’t rule out another
spike soon.

It costs money to hold
inventories of oil, and
when funding dries up—
and Libor north of 6%
shows the well has truly
run dry—it is time to liqui-
date. No surprise then
that U.S. crude-oil and re-
fined-product inventories
have been dropping since
mid-August. Stocks of pro-
pane are the lowest in
more than a decade head-
ing into winter, according
to official data.

Hurricane Ike is partly
to blame. But by forcing

many out of the energy mar-
ket, the credit freeze will
keep the pressure on inven-
tories. If a harsh winter
hits, the cushion to meet it
will be that much thinner. If
it coincides with, say, a
flare-up in Nigeria, expect
to see crude prices spike
into triple-digits again.
Meanwhile, the withdrawal
of speculative money as
hedge funds step back or
disappear could exacerbate
market volatility.

Any spike will be brief,
however. The credit freeze
keeping inventories in
check also will savage de-
mand.

Alliance Bernstein re-
calls that oil consumption
in the industrialized world

fell 6.8% in 1980. Replicate
that in 2009, and demand
would drop by 3.4 million
barrels a day. For all its
thirst for oil, China
couldn’t expand demand
by 44% to absorb those ex-
tra barrels.

OPEC has kept a tight
hand on oil inventories
this decade. But that was
in an extraordinarily bull-
ish environment. Maintain-
ing cohesion in a down-
turn, with some countries
keen to expand output
while the likes of Venezu-
ela can’t even meet cur-
rent quotas, will be much
tougher. Certainly, the car-
tel’s track record in prior
downturns isn’t inspiring.
 —Liam Denning

As investors digest the
size of the multibillion-euro
bank bailouts across Europe
in the past three days, some
of the region’s biggest
banks still face the problem
of how to refinance debt
that is coming due in the
short to medium term.

Banks that don’t have
costs under control, plenty
of equity and easy access to
short-term funds look vul-
nerable because the inter-
bank market remains fro-
zen. At best, they will be hit
by higher financing costs
and lower profits, which

will impede their capacity
to rebuild capital bases with
retained earnings.

Huge sums of bank debt
have to be refinanced. J.P.
Morgan Chase reckons Eu-
rope’s top 30 financial insti-
tutions have Œ718 billion
($1.037 trillion) maturing in
the next 15 months, equiva-
lent to more than a quarter
of their wholesale-funding
requirements. Another 51%
matures by 2011.

U.K. banks look particu-
larly exposed because of
the scale of the refinancing
they face, and they lack a

well-established alternative
to Germany’s Pfandbrief
market for mortgage- and
public-sector-backed
bonds.

Royal Bank of Scotland
Group raised £12 billion
($21.71 billion) by selling
stock earlier this year, but it
also is counting on about
£4 billion in gains from as-
set sales to shore up its bal-
ance sheet. RBS has tried
and failed to sell its insur-
ance unit.

Without asset sales, the
bank will be short of a
small but significant chunk

of Tier 1 capital just as £4.7
billion in subordinated debt
comes due between now
and the end of next year.
The cost of insuring that
debt against default has
doubled in the past three
months.

Lloyds TSB Group, a
bank with one of the low-
est Tier 1 capital ratios in
Europe, will have to refi-
nance around $4 billion in
debt by 2010.

As it is, investors are
concerned it may have over-
paid for U.K. rival HBOS
two weeks ago. The cost of

default insurance on
Lloyds’s subordinated debt
has nearly doubled in the
past month.

The refinancing chal-
lenge that Europe’s banks
continue to face may prove

less damaging than expo-
sure to U.S. subprime as-
sets, but it is a good reason
for equity and debt inves-
tors to remain cautious.
 —Arindam Nag

and Molly Neal

Rio Tinto and waning risk toleranceNow OPEC is feeling the pressure
It’s no coincidence that

a fast-widening spread be-
tween Rio Tinto’s share
price and BHP Billiton’s of-
fer price for the company
has appeared in tandem
with the financial turmoil
of the past few weeks.

While potential regula-
tory restrictions mean
there are still legitimate
doubts whether BHP will be
able to pull off its proposed
hostile takeover of Rio
Tinto, it is hard to attribute
the sharp increase in
spreads just to fears the
deal won’t go through.

If anything, develop-
ments in the past month
make the deal look more
rather than less likely. The
European Union has finally

set a deadline for its regula-
tory decision on the deal—
Jan. 15—and BHP has ap-
pointed the head of its key
coking-coal business to
oversee integration of its
iron-ore operations with
Rio Tinto.

Rather than reflecting
increased risk that the all-
stock deal won’t be com-
pleted, the widening
spreads seem to show
changing attitudes to risk
arbitrage. Arbitrage funds
are no longer willing or
able to tie up their cash for
long enough to benefit from
the discrepancy between
Rio Tinto’s current trading
and offer prices. Liquidity
is more valuable than three-
month returns, even as

those potential returns are
increasing.

Rio Tinto’s shares trade
at a 19% discount to the
BHP offer, compared with
an 11% discount a month
ago. While BHP’s shares
have traded lower in recent
weeks amid fears over fall-
ing commodity prices and a
gloomy growth outlook, the
drop in Rio Tinto’s share
price has been compounded
by funds exiting the stock
to preserve cash.

For those prepared to
take the risk and invest un-
til the deal is done, there
are good returns to be
made, but there are no guar-
antees and the appetite for
risk is waning.
 —Molly Neal

Bailout vote entangles House races
Members less likely
to be re-elected were
likelier to say ‘nay’

The coming refinancing crisis

By June Kronholz,

Sarah Lueck

And Greg Hitt

The fatal “no” votes on the U.S. fi-
nancial rescue package came from a
diverse group of lawmakers, from
the most conservative to the most lib-
eral members of the House, with a
large number of representatives
from low-income districts angry that
Wall Street seems to be getting hand-
outs while people getting tossed out
of homes would get minimal aid.

One common strand that tied
some of the opponents together: a
tough re-election fight. Eighteen of
the 21 most vulnerable Republicans
up for re-election, and 10 of the 15
Democrats in the closest races
voted against the $700 billion finan-
cial rescue, illustrating the political
hazards of bailing out Wall Street
without offering an equally gener-
ous hand to taxpayers.

Wisconsin first-term Demo-
cratic Rep. Steve Kagen was among
the dissenters. The plan “doesn’t do
anything for my constituents,” he
said after the vote. Mr. Kagen’s Re-
publican challenger, John Gard, had

already begun running ads calling
the plan a “bailout to Wall Street bil-
lionaires.” The ad said: “They break
the rules and Congress hands them
your money.”

Democratic leadership aides said
they didn’t try to compel lawmakers
to vote for the legislation in recent
days, leaving individuals largely on
their own to make a decision. Demo-
cratic aides acknowledged that, in
many cases, members who voted
against the legislation were swayed
by a popular outcry that the plan

would help wealthy people at the ex-
pense of regular taxpayers.

Many members of the Congres-
sional Black Caucus felt the legisla-
tion didn’t include sufficient help for
people facing foreclosure or those
struggling to pay for food and health
care. Of the caucus’s 38 voting mem-
bers, 20 voting against. “People did
what they believed was right for
their districts,” said Rep. Elijah Cum-
mings, a Maryland Democrat and a
member of the caucus who voted no.

A majority of the Congressional

Hispanic Caucus opposed the bill,
with 14 against and eight in favor.

A majority of the Democrats’ fis-
cally conservative Blue Dog Coali-
tion voted in favor of the legislation—
but just barely. Of 47 Blue Dogs, 25
voted yes. Many in the group said
they were concerned about the cost
of the plan to taxpayers.

Members of the Congressional
Progressive Caucus, some of whom
warned that Wall Street “specula-
tors,” not taxpayers, should fund
the rescue, largely ended up voting
for the plan. Of 75 members, 46
voted yes.

And then there were the House
Democratic freshmen. Just over
half—25 of 48—voted no. Many were
elected in a pro-Democratic tide in
2006 in districts that had long
leaned Republican, and many, seen
as vulnerable, have been targeted by
the national Republican party.

The administration of President
George W. Bush “asked Congress to
give up its constitutional power of
the purse and hand over a blank
check for $700 billion. Congress said
no,” said first-term Rep. Carol Shea-
Porter, a New Hampshire Democrat
in a tough race who opposed the bill.

All 17 Republican freshmen,
many facing their own close races,
also voted against the plan.
 —Damian Paletta

and Louise Radnofsky
contributed to this article.

Democrats12 5

Republicans18 3

Eye on November
House members who are most
at risk of losing their seats lined
up to oppose the bailout, including 
several freshmen Democrats from 
conservative-leaning districts. A few 
who voted against the bill and their 
share of the vote when elected:

Sources: Cook Political Report (competitive races); House of Representatives (roll-call votes); 
Congressional Quarterly; Associated Press (vote percentages)

*Elected in a special election May 3, 2008   †Elected in a special election May 13, 2008

Photos: rollcallpix/Newscom; Associated Press; Getty Images (2); UPI/Newscom
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Chris Carney
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53%

Don Cazayoux
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6th

49%*

Travis Childers
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1st

54%†

Nick Lampson
Texas
22nd

52%

How the most vulnerable incumbents
voted

Credit woes 
Annual cost of protecting
against a default on $10 million
of Royal Bank of Scotland’s debt
for five years

Source: Markit
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Hedge funds make deals to retain investors
RAB offers lower fees
for 3-year lockup;
side-pocket strategy

By Cassell Bryan-Low

Scrambling to hold on to inves-
tors, hedge-fund managers are tak-
ing drastic steps such as lowering
their fees.

U.K. hedge fund RAB Capital PLC
on Tuesday said it had convinced
steel magnate Lakshmi Mittal and
other investors to lock in their
money in a flagship fund for three
years in exchange for lower fees. As
part of the move, it halved its an-
nual management fee.

Increasingly, hedge funds are re-
structuring, changing their fees and

altering how they hold investments,
among other steps, in an effort to
keep investors who have grown skit-
tish at some of the funds’ worst per-
formances ever.

Tuesday was the deadline for
many investors to submit requests
to withdraw money at the end of the
year. The industry is bracing for po-
tentially record levels of withdraw-
als, following a September that
many think could mark the indus-
try’s worst-ever month of perform-
ance.

Withdrawals not only hurt
funds’ profits but can also prompt
funds to sell assets in order to pay
back investors, leading to further
market declines. Jean-François
Vert, chief executive of money man-
ager Allianz Alternative Asset Man-
agement expects more fund man-
agers to try to limit withdrawals as

they try to avoid selling assets.
The number of funds in opera-

tion and the amount of money they
manage could both fall over the next
12 months, says Peter Astleford, a
London-based partner at law firm
Dechert LLP who specializes in the
hedge-fund sector. “Even if that is
quite modest, it will be dramatic,
given the explosive growth in the in-
dustry over each of the last few
years.”

Like RAB, funds such as BlueBay
Asset Management PLC, Camulos
Capital LLP, and Ore Hill Partners
LLC have asked investors to commit
money for longer in return for a cut
in fees.

Another strategy is to park
poorly performing assets in a so-
called side pocket, or separate fund,
so a fund won’t have to sell them,
likely at a loss, to meet investor with-
drawals. Hedge fund Atticus Capital
LP put its holdings in German ex-
change operator Deutsche Börse AG
in a side pocket. Deutsche Borse
shares have more than halved this
year.

RAB, run by well-known London
fund manager Philip Richards, has

faced heavy redemptions on the heels
of substantial losses. Its flagship RAB
Special Situations Fund Ltd., which
started the year with more than $2 bil-
lion of assets, dropped 14% for the
month of September through Sept.
25, and is down 55% year to date. As-
sets under management have shrunk
to $790 million.

Among its best-known
bets was taking a large
stake in troubled U.K.
lender Northern Rock, an
investment that was wiped
out when the U.K. govern-
ment stepped in and nation-
alized the bank earlier this
year. Mr. Richards recently
stepped down as RAB’s
chief executive to focus on
investing.

In a last-ditch effort to
save the fund, in recent weeks
Michael Alen-Buckley, the firm’s
chairman, and RAB’s head of sales,
Charles Kirwan-Taylor, made their
pitch to investors: a three-year
lockup in exchange for a manage-
ment fee of 1% of assets and perform-
ance fee of 15% of returns, instead of
2% and 20%. RAB investors previ-

ously could withdraw money on a
quarterly basis but had to give 180
days’ notice.

Investors figured that having the
fund sell its investments now, after
the markets’ recent sharp falls, was
less attractive than waiting to see if
the fund recovers over the next

three years.
One key figure was Mr.

Mittal, the fund’s largest in-
vestor, who also owns
about a 10% stake of RAB
Capital. A spokesperson for
Mr. Mittal couldn’t immedi-
ately be reached.

RAB needed 75% of in-
vestor votes to approve the
plan, which it secured by a
“considerable margin,” it
said. A spokesman declined
to give an exact figure.

Overall, RAB—named for the last-
name initials of Messrs. Richards
and Alen-Buckley—has lost billions
of dollars this year and now has
$4.2 billion under management,
down from $7.24 billion at the end of
December. RAB’s shares, which are
listed on AIM, rose 7.7% Tuesday but
are down 78% for the year.
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Refugees from the overseas busi-
nesses of Lehman Brothers Hold-
ings Inc. continued Tuesday to land
new jobs in Asia and Europe.

U.S. private-equity firm Black-
stone Group LP is hiring 12 Asia-
based bankers from rivals, includ-
ing a partner and two managing di-
rectors from Lehman Brothers Asia
Ltd., as well as a partner and a man-
aging director from HSBC Holdings
PLC, Blackstone said Tuesday. It
didn’t disclose a further breakdown
of the hires.

The poaching from Lehman is
the second major raid on its bankers
since Nomura Holdings Inc. of Ja-
pan agreed to acquire Lehman
Brothers’ businesses in Asia and Eu-
rope. The departures illustrate the
difficulties Nomura may have in
keeping top talent.

Merrill Lynch & Co. last week
hired away Lehman’s six-man
power-sector coverage team for the

region led by banker James Chap-
man. Nomura is offering competi-
tive compensation to keep talent at
a time of overall shrinking financial-
industry pay packages.

It emerged that Nomura, while
contemplating a purchase of Leh-
man Brothers’s European equities
and investment-banking business,
decided not to take on the fixed-in-
come unit as well because of regula-
tory capital constraints, a person fa-
miliar with the matter said Tuesday.

The Japanese bank was unable
to agree to terms for the takeover of
the unit by last Friday’s deadline,
the person said previously. The
deadline wasn’t extended. Earlier
Tuesday, a statement from Pricewa-
terhouseCoopers, the administra-
tor for some of Lehman’s European
businesses, said Lehman was cut-
ting 750 employees immediately. A
spokesman for PWC confirmed the
cuts were mainly from the fixed-in-
come unit.

Lehman’s Europe, Asia refugees
continue to land new positions

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

Telephone: 32 2 741 1211 FAX: Business: 32 2 732 1102
News: 32 2 741 1600 Editorial Page: 32 2 735 7562
SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799
 Calling time from 8am to 5.30pm GMT
E-mail: WSJUK@dowjones.com Website: www.services.wsje.com

Advertising Sales worldwide through Dow Jones
International. Frankfurt: 49 69 971428 0; London: 44 207 842
9600; Paris: 33 1 40 17 17 01

Printed in Belgium by Concentra Media N.V. Printed in Germany by
Dogan Media Group / Hürriyet A.S. Branch Germany. Printed in
Switzerland by Zehnder Print AG Wil. Printed in the United Kingdom by
Newsfax International Ltd., London. Printed in Italy by Telestampa
Centro Italia s.r.l. Printed in Spain by Bermont S.A. Printed in Ireland
by Midland Web Printing Ltd. Printed in Israel by The Jerusalem Post
Group. Printed in Turkey by GLOBUS Dünya BasInevi.

Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from Dow Jones
& Co. © 2008 Dow Jones & Company All rights reserved.
Editeur responsable: Daniel Hertzberg M-17936-2003

America’s Oldest and Finest Wine Shop
Wine Merchants Since 1820

LIVE AUCTION: 10 am ~ Saturday, October 18th ~ Le Bernardin, NYC

An Astounding Selection From One of the Greatest
Collectors of the 20th Century!
4,000+ Bottles, OVER 700 Magnums

60 Double Magnums, 32 Jeroboams, 9 Imperials
Red Bordeaux, 1,221 blts back to 1900!

Red Burgundy, 996 btls back to 1923
White Burgundy, 940 btls back to 1945

Domaine de la Romanee Conti, 340 bottles back to 1942
Leroy, 437 btls back to 1938 ~ Rhone, 155 btls back to 1961

Champagne, including Krug back to 1929!

Download the catalogue, search & bid online now at:
www.Ackerwines.com

For more info, reservations, or a complimentary
catalogue email: Ackerbids1@aol.com

160 West 72 Street • New York, NY 10023
Tel: +852-6688-9621 (HONG KONG) • Tel: +1-212-787-3655 (NEW YORK) • Fax: +1-212-799-1984

Over $5 Million From the Distinguished & Timeless

Cellar of Wolfgang Grunewald

SECURE, REFRIGERATED, QUARTERLY
SHIPMENTS TO HONG KONG

2 WEDNESDAY, OCTOBER 1, 2008 T H E WA L L ST R E ET JOU R NA L .

Risk aversion
Difference between the market rate for 
three-month loans between banks (Libor) and 
the expected average federal-funds rate for the 
next three months*, in percentage points

*Overnight index swap rateSource: Thomson Reuters

0

0.5

1.0

1.5

2.0

2.5

’082007
JDNOSA JJJJ F M MA A S

Bush, after defeat, hopes for new deal on U.S. bailout package this week

funds rate, for overnight interbank
lending in the U.S., shot up to about
7% Tuesday—well above the 2% tar-
get—before pulling back.

In Europe, a benchmark for the
rate at which banks lend dollars to
one another overnight, called the
dollar-denominated London inter-
bank offered rate, surged to 6.88%
from 2.57% Monday. European
banks bidding for dollars in the Eu-
ropean Central Bank’s latest auction
of overnight U.S. dollar funding
paid an 11% interest rate, nearly qua-
druple Monday’s 3%.

Uncertainty about the future of
the U.S. government’s $700 billion
bailout plan accounted for some of
the jitters, as did the fear of bank de-
fault that has stalked markets and
spooked investors since the col-
lapse of Lehman Brothers Holdings
Inc. earlier this month. Banks were
also scrambling to square their
books ahead of the third quarter’s
close Tuesday.

In the U.S., the Federal Reserve
has been called in repeatedly to save
failing financial institutions with
large loans and expanded lending pro-
grams. Monday, the Fed said it would
expand agreements with other cen-
tral banks that effectively send dol-
lars abroad, increasing the amount

by $330 billion to a total of $620 bil-
lion. The Fed also added $300 billion
to an auction program for banks to re-
ceive longer-term funds.

While the ECB can’t intervene di-
rectly to prop up ailing banks, it has
tried to calm money-market ten-
sions with a welter of cash injec-
tions. Monday, it doled out Œ120 bil-
lion in longer-term funds in a spe-
cial operation designed to tide
banks over the quarter- and year-
end funding crunches.

The ECB increasingly has be-
come the safest place to store cash.
Monday, banks deposited a record
Œ44.4 billion at the ECB’s deposit
window, which pays 3.25% interest,
a full percentage point below the
central bank’s policy rate and well
below what banks might get for the
funds in the market.

The record deposit level not only
shows the depth of banks’ reluc-
tance to lend to firms that may go
bust, but also that central banks’ on-
going cash injections aren’t work-
ing. “This is a very strong sign that
liquidity is absolutely not going
where it should go,” said Jacques
Cailloux, an economist with the
Royal Bank of Scotland in London.
“That should send a signal to the
ECB that these liquidity injections
are not doing the trick.”

Central banks may no longer
have the tools to influence market
behavior significantly. The ECB,
which has been unwilling to lower
its key interest rate in the face of per-
sistent inflation threats, may relent
in coming months in the face of in-
creasingly dismal economic data.

Failing an interest-rate cut, the
ECB could also lower the rate at its
marginal lending facility. The equiv-
alent of the Fed’s discount window,

this facility lets euro-zone financial
institutions borrow overnight
funds any time at a rate one percent-
age point above the policy rate, or
currently 4.25%.

Fed Chairman Ben Bernanke and
other top officials have been lobby-
ing for the $700 billion rescue plan,
but its defeat Monday in Congress,
as well as continued stress in finan-
cial markets, are putting more pres-
sure on the Fed to take other action

through lending facilities.
Direct borrowing at the Fed’s dis-

count window soared in the most re-
cent reporting period, through
Sept. 24, to more than $200 billion.
That is in addition to hundreds of bil-
lions of dollars in longer-term loans
through several lending auctions.

The Fed could flood the market
with additional liquidity, extend
loan terms and use existing pro-
grams more extensively, says Lau-
rence Meyer, vice chairman of Mac-
roeconomic Advisers and a former
Fed governor. But for the most part
the Fed is being forced to deal with
individual firms’ problems on a
case-by-case basis. “There are not a
lot of good options out there for any-
body,” he said.

The critical problem for the Fed:
Its programs are designed to meet
short-term funding needs. “The
Fed’s operations are not a fundamen-
tal solution, nor should they be,”
said Lou Crandall, chief economist
at Wrightson ICAP. “All it’s doing is
easing pressure, to try to give the
market time to sort this stuff out on
its own.”

The Fed “can’t deal with the fun-
damental problem: Risk appetites
aren’t large enough to accommo-
date all the risky assets that are out
there,” he added.

Continued from first page

Central banks world-wide take on new role and new risks

Ireland takes extraordinary move to guarantee billions in debt
a financial-markets bailout package
being considered in the U.S.

“We are in the eye of the
storm....It’s time for swift and deci-
sive action,” Irish Finance Minister
Brian Lenihan said. The decision
came after shares in Irish banks,
which are suffering amid a reces-
sion and deepening housing bust,
fell as much as 45% on Monday.

The unusual move reflects the
extreme pressure on governments
and central banks to act as market
turmoil renders financial institu-
tions unable to borrow the money
they need to keep afloat. Stepping
in with government guarantees to
restore confidence could cost tax-
payers billions of dollars. But fail-
ure to do so could trigger a chain re-
action of bank failures, sending mar-
kets into disarray and starving a
weakening global economy of
credit.

“Ireland’s move is a recognition
of how serious this issue really is,”
said Scott Peng, an analyst at Citi-

group Inc. “This is something that
all major central banks need to con-
sider.”

Tensions in the markets on
which banks depend to borrow
money surged Tuesday, after the
U.S. rejection of a $700 billion bail-
out package fueled renewed con-
cerns about bank failures. In one
sign of the strains, the London inter-
bank offered rate, which is sup-
posed to reflect the rates at which
banks lend to one another, jumped
Tuesday as banks hoarded cash to
make their financial positions look
stronger on the last day of the quar-
ter. Overnight dollar Libor jumped
to 6.88% from 2.57%, its largest one-
day rise ever. Three-month dollar Li-
bor climbed to 4.05% from 3.88%.

European governments have
been scrambling to find solutions.
In France, President Nicolas
Sarkozy met Tuesday with heads of
the country’s financial institutions
to assess their ability to borrow
money, and promised measures by
the end of the week to ensure they

can carry out what the president’s
office called their “primary task of fi-
nancing the economy.” Also Tues-
day, Belgian, French and Luxem-
bourg governments said they will in-

ject Œ6.4 billion into Franco-Belgian
bank Dexia SA, the fifth European fi-
nancial institution to succumb to a
bailout or nationalization since Sun-
day.

In the U.K., where the govern-
ment stepped in Monday to national-
ize mortgage lender Bradford & Bin-
gley PLC, bankers have been push-
ing for a broader solution. Accord-
ing to a person close to the matter,
U.K. authorities have discussed a de-

posit guarantee plan similar to Ire-
land’s, amid worries that there will
be massive deposit outflows from
U.K. and European banks into Irish
banks. However, an Irish-type plan
would be far more difficult and com-
plex in the U.K., which has a much
larger financial sector than Ire-
land’s.

Treasury chief Alistair Darling
said the government “will do what-
ever is required to maintain stability
and to protect the interests of deposi-
tors.” U.K. Prime Minister Gordon
Brown, Bank of England Governor
Mervyn King and Mr. Darling met
early Tuesday morning to discuss
the financial-market situation.

Market reaction to Ireland’s move
highlighted a danger of expensive
state-led bank bailouts: Investors can
lose confidence in governments as
well as banks. In a sign of concern
about Ireland’s ability to shoulder the
burden, the cost of insuring against a
default on Ireland’s sovereign debt
more than doubled Tuesday, to
Œ65,000 per Œ10 million in debt. At

the same time, the cost of default in-
surance for Ireland’s banks fell.

The Irish government’s guaran-
tee, which runs until Sept. 28, 2010,
covers deposits, dated unsecured
debt and debt securities issued by six
banks: Allied Irish Banks, Bank of Ire-
land, Anglo Irish Bank, Irish Life &
Permanent, Irish Nationwide Build-
ing Society and the Educational
Building Society. It follows a move
last week to guarantee Irish bank de-
posits up to Œ100,000.

Michael Fingleton, chief execu-
tive of Irish Nationwide Building So-
ciety, said his bank and others had
been pushing Irish authorities to of-
fer deposit and debt guarantees for
several months. He called the move
“a brave decision” and vital for re-
storing confidence to the markets.

“This will now release funds to
enable consumers to go about their
business and get home loans and car
loans and whatever else,” he said.
 —Quentin Fottrell, Michael Wilson

and Gabriele Parussini
contributed to this article.
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had “very constructive” discussions
about the financial crisis Tuesday
with the U.S. presidential candi-
dates. Republican John McCain and
his Democratic rival Barack Obama
both pressed for a deal from the cam-
paign trail, announcing separately
their backing for an increase in the
U.S. federal deposit insurance limit
to $250,000 from $100,000—a plan
that some House Republicans had
pushed earlier. The candidates hope
such a move would reassure ner-
vous Americans. U.S. House Finan-
cial Service Chairman Barney Frank
(D., Mass.) told committee members
the Federal Deposit Insurance Corp.
intends to seek such an increase.

The Irish government took a simi-
lar step to safeguard its banking sys-
tem for two years, guaranteeing all
deposits, covered bonds, senior

debt and dated subordinated debt
up to Œ400 billion ($577.64 billion).

U.K. Prime Minister Gordon
Brown stopped short of promising
that kind of blanket guarantee, but
said the government would ensure
depositors are protected. British
authorities are weighing lifting to
£50,000 ($90,455) the guarantee
offered to depositors compared to
the current £35,000. The Financial
Services Authority, which makes
the final decision on the deposit
limit, has indicated it supports the
idea.

The House on Monday narrowly
defeated the rescue package, which
had the backing of both the White
House and congressional leaders of
both parties. The vote showed how
Mr. Bush—who spent Monday morn-
ing personally lobbying skeptical Re-
publicans—confronts the problem

of waning influence in the capital.
To complicate matters further,

many lawmakers are reluctant to
support what many Americans view
as a Wall Street bailout plan just
weeks before the November elec-
tion. Now Mr. Bush likely has to re-
build momentum for action this
week, or face the prospect of a pro-
longed period of congressional inac-
tion and economic free fall.

Monday’s stock-market plunge
already is hitting ordinary Ameri-
cans’ retirement savings, the presi-
dent said, proving the fallout can’t
be contained to Wall Street.

With public support for the res-
cue plan still weak, Mr. Bush ex-
pressed sympathy for lawmakers
facing a politically dangerous vote.

But he said the rescue plan ulti-
mately would cost much less than ex-
pected, because the troubled finan-

cial assets the government buys up
could later be resold after markets
stabilize. Ultimately, “we’re facing a
choice between action and the real
prospect of economic hardship for
millions of Americans,” he said.
“For the financial security of many
Americans, Congress must act.”

Administration officials are ex-
ploring several options for new ap-
proaches, but it appears likely the
new legislation will retain the major
features of the bill that Republicans
and Democrats rejected Monday.

Senate Banking Committee
Chairman Christopher Dodd, (D.,
Conn.) said Tuesday, “I’m told a
number of people who voted ‘no’ yes-
terday are having serious second
thoughts about it.” He added, how-
ever, “there’s no game plan that’s
been decided.”

Officials in Europe, facing a wid-

ening banking crisis on the conti-
nent, on Tuesday urged the U.S. to
pass the rescue plan this week.

German Chancellor Angela Mer-
kel said the quick passage of a res-
cue package is “the precondition for
creating new confidence on the mar-
kets—and that is of incredibly great
significance.”

The European Union, mean-
while, was disappointed with the
vote, a European Commission
spokesman said.

“The United States must take its
responsibility in this situation,
must show statesmanship for the
sake of their own country, and for
the sake of the world,” said Commis-
sion spokesman Johannes Laiten-
berger, who added that a reworked
version should be approved swiftly.
 —The Associated Press

contributed to this article.
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The decision came
after shares in Irish
banks fell as much as
45% on Monday.
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U.S. auto makers pin hopes on rescue plan
Wall Street bailout
also had provisions
for soured car loans
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U.S. auto sales have slumped—particularly for big vehicles such as pickups—due
to tight credit as well as higher gasoline prices.

Russia seeks a shakeout
in weak banking sector

By Aparajita Saha-Bubna

As the U.S. Congress hammers
out revisions on a bailout plan for
Wall Street, U.S. auto companies are
hoping the new plan could stem a
growing credit crisis that threatens
to further crimp their industry.

The original $700 billion deal,
which was rejected by the House of
Representatives on Monday, in-
cluded a substantial bailout for auto
lenders. These companies hold a sta-
ble of bad auto loans that could
shrink in value and hurt both the
lenders and the vehicle makers.
This bailout would have been sepa-
rate from the $25 billion in low-cost
loans the Big Three Detroit auto
makers hope to get from Congress
as early as next year.

Because of constrained capital,
GMAC LLC, partially owned by Gen-
eral Motors Corp.; Ford Motor
Credit; and Chrysler Financial have

tightened lending standards in re-
cent months. This tightening hap-
pened just as the lenders decided to
pull out of the risky practice of leas-
ing new vehicles, which had long
represented about 20% of new-vehi-
cle financing arrangements. The
combination of tougher-to-get
loans and absence of leasing stung
auto makers during the summer sell-
ing season.

A Washington bailout of bad car
loans could loosen the flow of financ-
ing for potential car buyers and
spark demand for new cars and
trucks. In addition, it likely would
free up funds that could be invested
in securities backed by auto loans,
bringing down borrowing costs for
auto lenders.

In August, tight credit condi-
tions cost General Motors auto sales
of roughly 10,000 to 12,000 vehicles,
the car maker said. When extrapo-
lated across the entire U.S. industry,
that is the equivalent of 40,000 lost
sales, or about $1 billion in revenue.

The growing credit crunch in the
auto industry is expected to have
wreaked havoc on September U.S.
vehicle sales, which will be reported
Wednesday. Research firm J.D.

Power & Associates expects a 26%
volume decline compared with the
same month in 2007.

“There are still quite a few deals
getting done, but they require a lot
more work and a lot more back-and-
forth between the bank and the
dealer,” Earl Hesterberg, chief exec-
utive of dealer chain Group 1 Auto-
motive Inc., said. “It’s become signif-
icantly more difficult, particularly
in the last month.”

John Bergstrom, owner of the
Bergstrom Automotive Group deal-
ership chain in Wisconsin, said the

buyers having the most trouble are
those who have owned a car for a
few years and are looking for a new
one. Because they have owned their
car for only a short time, they don’t
have much equity in their vehicle, or
may even owe more than the car is
worth. Banks are increasingly mak-
ing these buyers produce hefty
down payments.

“The challenge is affordability,”
Mr. Bergstrom said. “People’s bills
are getting higher, and then they’re
squeezed on gasoline and they’re
squeezed on milk and so forth.

When they look at a car, they say
they can’t really afford them.”

The tightening also has hit deal-
ers as the car makers’ finance arms
raise the cost of the “floor plan”
credit they offer dealers to buy cars
for their inventory. Dealers typi-
cally repay lenders for these loans
as each vehicle is sold.

Existing bonds made up of floor-
plan loans of the three auto-finance
arms total $25.8 billion, according
to data provider ABSNet. Ford Mo-
tor Credit and GMAC lead with $12.7
billion and $10.6 billion, respec-
tively. Both companies have had un-
precedented trouble attracting in-
vestors in floor-plan assets in re-
cent months, people familiar with
the matter have said.

That has prompted the finance
companies to get tougher on deal-
ers with weak finances, raising their
rates and fees for some. This makes
it costlier for dealers to buy cars,
eroding their margins. In addition,
dealer inventories are getting
leaner, meaning potential car buy-
ers have fewer options to choose
from.

And since GMAC and Chrysler Fi-
nancial are both controlled by pri-
vate-equity group Cerberus Capital
Management LP, each is now being
run to maximize profits, not auto
sales. Last week, GM’s largest Chev-
rolet dealer, Bill Heard Enterprises,
closed all 14 of its dealerships after
GMAC canceled the dealer’s credit
line.
 —John D. Stoll and Sharon Terlep

contributed to this article.
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By Kelly Evans

U.S. home prices declined in
July, reflecting a housing market in-
fected by a lack of confidence now
battering financial markets.

Prices fell an average 0.9% in
July compared with June in the 20
U.S. metropolitan areas tracked by
the S&P/Case-Shiller home-price in-
dex. The July drop ended four
months of slowing price declines
that analysts had hoped signaled
some stabilization in the housing
market.

Separately, a gauge of consumer
confidence improved slightly in Sep-

tember, after declining in June and
July amid record oil and gas prices.
The Conference Board, a New York
research group, said its index rose
to 59.8 in September from 58.5 in Au-
gust, although the latest survey pe-
riod didn’t fully encompass the cur-
rent turmoil in financial markets
and Congress’s rejection of the bail-
out legislation.

The financial system’s uncer-
tainty is likely to hinder a housing-
market recovery. While mortgage
rates are lower than they were in
July, buyers face tighter lending re-
strictions and often must make big-
ger down payments.

Housing prices decline in U.S.,
but consumer confidence rises

By Andrew Langley

And Lidia Kelly

MOSCOW—The Russian govern-
ment wants the current banking-sec-
tor weakness to bring a wave of con-
solidation and a huge reduction in
the number of lenders operating in
the fragmented sector, according to
people familiar with the matter.

Russian banks have recently be-
gun to feel the strain of the financial
turmoil gripping most of the world.
A rout in stocks amid an exodus of
foreign cash has seen banking-sys-
tem liquidity dry up, forcing some in-
stitutions—like many in the U.S. and
Europe—to seek fresh capital.

The developments mark a turn-
around for banks, which had been
enjoying a boom fueled by foreign
loans and an increasingly affluent
consumer. Now, what many call a
long-overdue shakeout seems likely.

“The number of banks in Russia
is unsustainable and unnecessary,”
said Aivaras Abromavicius, a part-
ner at $4.5 billion Scandinavian in-
vestment group East Capital, a big

investor in Russian regional banks.
“In the long-term, most will cease to
be around,” he added.

A handful have already fallen,
and market watchers say more of
the country’s 1,200 banks will un-
doubtedly follow. The govern-
ment—a longtime supporter of con-
solidation—is inclined to encourage
the trend by only offering assis-
tance to those it wants to survive.

The central bank declined to com-
ment for this article, but a person
close to the government confirmed
the existence of the initiative.

“The idea is not that the govern-
ment will do this by force but that
the current financial crisis is a good
opportunity to let this happen in an
evolutionary way,” the person said.

The central bank last week
briefed senior bankers on develop-
ments in the sector, with Chairman
Sergei Ignatyev saying 50 to 70
banks could fall by January alone, ac-
cording to a person familiar with
the talks.

 —Jacob Gronholt-Pedersen
contributed to this article.
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Fierce resistance from both ends of the political spectrum drove lawmakers to
vote against the $700 billion economic-rescue package.
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By Stephen Power

And Gary Fields

The defeat in the U.S. House of
Representatives of a proposed $700
billion economic-rescue package fol-
lowed an intense outpouring of
voter anger—fanned by politicians,
interest groups and media on the
left and right—that overwhelmed
calls from the president and top law-
makers to pass the deal.

Voters opposed to the deal del-
uged Washington with letters,
emails, phone calls and faxes over the
past week. Some 23,000 signatures
were collected over two days by Sen.
Bernie Sanders, a Vermont Indepen-
dent, calling for a five-year, 10% sur-
tax on the wealthiest Americans to
help fund the bailout. Some promi-
nent conservatives and bloggers criti-
cized the deal as an unwarranted in-
tervention in the free market.

“The vast majority of my voters
looked at this as a bailout for Wall
Street,” said Rep. Darrell Issa of Cali-
fornia, one of the most outspoken
Republican critics of the proposal.

On his Web site in recent days,
Rep. Issa has posted letters and
emails from some of the more than
2,000 constituents he said had con-
tacted him about the proposal, in-
cluding one from “Greg” in Temec-
ula, Calif., who called the proposal
“poorly thought out and rushed to
the floor.”

“I am 45 and a husband and fa-
ther of 4. I am outraged and ap-
palled at the arrogance of my Presi-
dent and the lack of regard for what
is right,” the message said.

Among prominent conservatives
who publicly assailed the adminis-
tration’s proposal in recent days
was former Republican House
Speaker Newt Gingrich. But Mr. Gin-

grich said in a statement posted on
his Web site Monday that he would
“reluctantly and sadly” vote for the
proposal if he were still in office.

“This bill is not the best proposal
for solving the housing crisis. It is
not even a good proposal for solving
the crisis,” the statement said.
“However, it is the only proposal
[Treasury] Secretary [Henry] Paul-
son would support, and his support
was essential in this setting.”

Mr. Gingrich then capped his
tepid endorsement with a call for Mr.
Paulson’s resignation, saying that
“having a former chairman of Gold-
man Sachs preside over disbursing
hundredsofbillionsofdollarstoWall
Street is a terrible concept and inevi-
tably will lead to crony capitalism
and the appearance of—if not the ac-
tual existence of—corruption.”

The proposal’s defeat was also

cheered on by a number of blogs
that have posted links to lawmak-
ers’ telephone and fax numbers and
urged citizens to oppose the plan.
They included stopthehousingbail-
out.com, a Web site organized by
Los Angeles attorney Morgan Ward
Doran, and globaleconomicanalysis.
blogspot.com, run by Mike Shed-
lock, an investment adviser at Sitka-
Pacific Capital Management.

On his Web site, Mr. Shedlock
has derided the proposed rescue as
“a rush to judgment” that would ben-
efit “high-flying financiers who
chased big profits through reckless
investments,” and as “a complete
waste of $700 billion.”

“Anumberofpeopleemailedmeto
saythiswasthefirsttimethatthey’ve
written, faxed or phoned their mem-
ber of Congress,” said Mr. Shedlock, a
resident of Prairie Grove, Ill.

How voter fury halted U.S. bailout

Fed, Treasury are left with ineffective tools
Interest-rate cuts,
buying up assets
both pose problems

THE FINANCIAL CRISIS

By Jon Hilsenrath,

Deborah Solomon

And Sudeep Reddy

With the U.S. House of Represen-
tatives’ rejection of the $700 billion
financial-markets bailout plan, the
Federal Reserve and Treasury De-
partment are stuck for now with
tools that have been ineffective at
stemming the financial crisis—or
that could provoke battles with Con-
gress.

Fed officials have been reluctant
to use again the biggest weapon in
their arsenal—cutting interest
rates sharply—in part because of
lingering worries about spurring in-
flation. Quick action on interest
rates now, moreover, might not be
timely, because another version of
a rescue plan could still emerge.

Without a congressional rescue
package, the Fed and the Treasury
must continue to deal with prob-
lems on a piecemeal basis as they
come up, institution by institution,
and flooding the market with loans
to help struggling firms survive.

The Fed has already sharply cut
interest rates, from 5.25% to 2%,
and it declined to reduce them fur-
ther in mid-September. In testi-
mony to Congress last week, Fed
Chairman Ben Bernanke noted that

while the economic outlook could
deteriorate sharply, he also re-
mained concerned about inflation,
a sign that he wouldn’t take rate
cuts lightly. The Fed’s next meeting
is in late October.

Officials hold out hope that Con-
gress will ultimately act on a broad
rescue plan. In a statement after the
House vote, Treasury Secretary
Henry Paulson said he was commit-
ted to using “all of the tools avail-
able” to him, but added that the tool
kit was insufficient without congres-
sional action. “Where we go from
here is something we’re going to be
working on with congressional lead-
ers,” he said.

Before the vote Monday, Fed offi-
cials did take aggressive new
steps—in conjunction with other
central banks—by announcing
plans to flood the financial system
with additional cash to help
strained financial institutions
around the globe.

The Fed said it would double the
size to $300 billion of one lending fa-
cility called the “Term Auction Facil-
ity” aimed at cash-strapped banks.
It will also create a new $150 billion
program to alleviate year-end fund-
ing pressures, and it will expand
agreements with other central
banks that effectively send dollars
abroad, increasing the amount by
$330 billion to a total of $620 billion.

As more institutions teeter on
the brink of collapse, the govern-
ment could be forced to put out
more fires through existing author-
ity.

The Federal Deposit Insurance
Corp., which has extensive experi-
ence handling the bad assets of
failed banks, is required to pursue
options with the least cost to the
government. In consultation with
the Treasury and Fed, however, the
FDIC could waive that provision—
due to the risk of severe economic
troubles—and bail out banks to
guard against further turmoil.
Among its options, the FDIC could
signal that creditors would be paid
off in the case of a bank failure—ef-
fectively preventing more prob-
lems that could further undermine
credit markets.

“There’s really expansive au-
thority for the FDIC to prevent sys-
temic risk,” said Michael Bradfield,
a partner at Jones Day and former
Fed general counsel. Waiving the
usual FDIC procedures could “make
banks willing to lend to one an-
other, if they knew that regardless
of who they lent to they were going
to get bailed out if that bank
failed.”

The Fed, with Treasury’s con-
sent, in March put up $30 billion to
save Bear Stearns Cos.from total col-
lapse and facilitate its sale. In that
case, the Fed took on mortgage as-
sets directly, including some that
would be included in a bailout pro-
gram Congress has been consider-
ing. The central bank conceivably
could use the same authority to take
on more assets.

President George W. Bush, Mr.
Paulson and congressional leaders
might support emergency asset pur-

chases by the Fed. But taking that
action now “could be interpreted as
a back door around Congress,” said
Vincent Reinhart, a former top Fed
staffer who is now at the American
Enterprise Institute. Sidestepping
democratically elected lawmakers
for the sake of financial stability
would be fraught with risks.

The Treasury could take other in-
cremental steps to help mitigate
the crisis, including further expand-
ing its program to buy mortgage-
backed securities issued by the
mortgage titans Fannie Mae and
Freddie Mac. The new program, cre-
ated during the government’s re-
cent takeover of the companies, has
already doubled to buy $10 billion
of mortgage-backed securities
backed by Fannie and Freddie.

While buying debt issued by Fan-
nie and Freddie could relieve some
pressure, those securities aren’t
the toxic assets the government be-
lieves it needs to remove from finan-
cial institutions in order to restart
credit markets.

“They’re limited in what they
can buy. It’s just Fannie and Freddie
debt, so it helps but just a little bit,”
said Douglas Elmendorf, a senior
fellow at the Brookings Institution
and a former Clinton economic ad-
viser.

The Treasury could also turn to
a Depression-era fund to find
money for loans or loan guarantees
to financial institutions. The Ex-
change Stabilization Fund has
about $50 billion, and the Treasury
could use that money to backstop fi-

nancial firms. However, it is a small
amount compared with the $700 bil-
lion Treasury said it needs to stem
the problem.

Treasury already has an-
nounced a plan to tap the Exchange
Stabilization Fund to insure money-
market mutual funds, which could
complicate efforts to siphon off
funds for another purpose. In 1995,
after Congress refused the Clinton
administration’s $40 billion rescue
package for Mexico, the administra-
tion turned to the fund to offer Mex-
ico as much as $20 billion in loans
and loan guarantees.

“I presume they could do that
again, though it would likely at-
tract a lot of criticism,” said C. Fred
Bergsten, director of the Peterson
Institute for International Econom-
ics.

Interbank lending markets have
been under worsening strain for
weeks, and the failure of the rescue
plan in Congress is sure to worsen
that. One indicator of the stress: In-
terest rates on three-month inter-
bank loans have soared to more
than two percentage points above
the expected federal-funds rate—
the central bank’s benchmark over-
night lending rate.

When this rate is high, it demon-
strates the unwillingness of banks
to lend to each other. In normal
times, there is little gap between
the two rates. In March, when Bear
Stearns collapsed, the gap widened
to 0.85 percentage point. It has now
surged to more than two percent-
age points.
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Florida Apartments For Sale
415 Units Tampa Bay $27,500,000 - Class B Excellent location

375 Units Lakeland $14,995,000 - Value Add deal Owner Financing

352 Units Orlando $19,995,000 - Great Location, Huge up-side

150 Units Tampa Bay $9,595,000 - Great location, 7% Cap Rate

144 Units Tampa Bay - Future Condo Conversion

120 Units Tampa Bay - CASH COW

John Burpee 727-585-2070 John@NAITampabay.com

LandmarkHotel &Development Site
Famous 1928 Historic Hotel in the heart of
Downtown Phoenix, Arizona, USA.
Next to convention center and sports arenas.
Seven stories, Hol lywood stars, with
penthouse and 144 rooms. Has restaurants,
night club, retail stores, and zoning for an
additional 35 story high-rise tower. Long time
owner deciding to retire at age 84. Price is only
$31,950,000 USD, all cash or with terms.
Principles only. Call (602) 926-8902, or
e-mail to historichotel@gmail.com

Must Sell!
MIAMI - FOR SALE

80k sf highly upgraded industrial/bio-
medical facility. Below replacement cost!

Tony 305.773.0040

Exceptional 12,735 sf, single tenant,
office bldg in ideal, suburban Philadelphia,
PA hub location (West Conshohocken).

Adjacent to major roadways. Easy access to
airport. $2.75M. Contact for brochure.

The Bamford Group
rshirley@provcogroup.com

1 610.520.0384

SHIPYARD. 58 acres. 1300 ft on
water. Dredged to 12 ft. One

building 77,600 sq ft. 100’ clear ceiling
ht. Two 30 ton cranes & ten 5 ton jib

cranes. Gulf Opportunity Zone. Gulfport,
MS on Seaway Industrial Canal. Biloxi

River to Gulf of Mexico. $15M
251-979-5612
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ROADCASTER
ITV Group PLC
said that by

early 2009 it expects
to have cut 1,000 jobs,
or 17% of its work
force. The cuts will in-
clude 430 positions at
the ITV News division,
slicing the U.K. compa-

ny’s news staff nearly in half. The job cuts and addi-
tional major cost-cutting programs have come in re-
sponse to a sharp advertising decline, which has al-
ready prompted the broadcaster to cut its dividend
and lower its full-year targets.

Meanwhile, British Sky Broadcasting PLC was or-
dered by regulators Monday to reduce its 17.9% stake
in ITV to below 7.5%, after BSkyB’s appeal against
the decision was turned down. —Kathy Sandler

ITV to cut jobs, costs
amid sharp drop in ads

D
UTCH semiconductor
equipment company
ASML Holding NV

said it has begun manufac-
turing its next generation
of chip-making machines,
which use “extreme ultravi-
olet,” or EUV, lithography.

EUV lithography systems
transfer patterns on to sili-
con wafers by projecting ex-
treme ultraviolet light
through a vacuum-con-

tained lens.
The company said it has five orders for its NXE

systems from memory-chip and logic-chip produc-
ers and that first orders will be delivered in the be-
ginning of 2010. It did not name the customers.
 —Roberta B. Cowan
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Honda ready to invade Toyota’s green turf
Auto maker betting
new Insight hybrid
will steal Prius fans

ASML begins producing
new EUV chip machines

By John Murphy

Kate Linebaugh

Tokyo

G LOBAL AUTO MAKERS are
rushing to challenge the domi-
nance of Toyota Motor Corp.’s

Prius hybrid with a slew of eco-
friendly vehicles. But Honda Motor
Co. is likely to pose the most formida-
ble threat to Toyota when it unveils
its new Insight hybrid car Thursday
at the Paris Auto Show.

Honda is betting that the five-
passenger hatchback, set to go on
sale next spring, will steal away
Prius buyers by delivering green-
ness for fewer greenbacks. Honda
has yet to disclose precise details
about the car or its cost, and it calls
the car to be shown in Paris a con-
cept, but it says Insight “will be
priced significantly lower than hy-
brids available today.” Analysts ex-
pect the model will cost under
$20,000, undercutting the current
$22,000 starting price of the Prius.

“It will be the first affordable hy-

brid for everyone,” says Tatsuo
Yoshida, an analyst for UBS Securi-
ties Research in Tokyo.

New hybrid models are also on
the way from Nissan Motor Co.,
Ford Motor Co. and General Motors
Corp., among others. But Honda and
Toyota have an advantage thanks to
their substantial lead in developing
hybrid technology, analysts say. Toy-
ota, including its luxury brand
Lexus, had a 79% share of the U.S. hy-
brid car and light-truck market in
the January-August period this year,
according to Autodata Corp. Honda
was a distant second with 11% of the
market, followed by Ford with 6%.

Other auto companies are also
coming up with different fuel-effi-
cient technologies, such as GM’s
Volt, a plug-in hybrid, and Nissan’s
planned pure electric vehicle.
Chrysler recently announced plans
to release an electric vehicle by the
end of 2010. But these newer technol-
ogies are still untested, expensive
and will be available only in small
volumes at first, compared with the
basic gas-electric hybrids like the
Prius and the new Insight.

Toyota says it aims to sell about
160,000 Priuses in the U.S. this year,
while Honda expects to sell about
100,000 Insights domestically in
that model’s first year.

Toyota and Honda designed dif-
ferent hybrid systems, each with dif-
ferent strengths. Toyota’s “full” hy-
brid setup weds a battery-powered
vehicle with a gasoline engine. At
slower speeds, the Prius can run on
battery power alone. At higher
speeds it switches mainly to gas
power. In stop-and-go traffic in the

city the battery power gives it better
mileage than on the highway.

Honda’s Insight will use a “mild”
hybrid system. Its main power
source will be a highly efficient,
lightweight gasoline engine, but it
will will be assisted by battery
power. Honda hasn’t released the
projected mileage of the Insight, but

it is expected to be higher than the
Honda Civic hybrid, which gets 45
mpg on the highway and 40 mpg in
the city, according to EPA ratings.
The Prius also gets 45 mpg on the
highway, but has a substantial edge
in city driving with an EPA rating of
48 mpg.

Bruce Smith, a retired retailer in
Orange County, Calif., who is a long-
time owner of BMWs, drives 135
miles four times a week to look after
his grandson, and wanted a fuel-effi-
cient car. After doing research on
the Prius and Honda’s Civic hybrid,
which uses technology similar to
what will be deployed in the Insight,
he opted for the Toyota because it
drives on battery power more than
Honda’s offering.

For its part, Toyota says it wel-
comes the competition. “Any contri-
bution heightening public aware-
ness of alternative powertrains is
welcome,” says Paul Nolasco, a
spokesman for Toyota in Tokyo.

Honda was the first auto maker
to introduce a hybrid to the U.S. with
a two-seater, also called the Insight,
in 1999. But it didn’t catch on like the
four-seat Prius, and Honda eventu-
ally stopped producing the model.

Honda plans to introduce hybrid
versions of other models, including
a compact sporty car.

S
WEDISH truck
maker Volvo AB
said Tuesday it

will reduce production,
cutting 1,400 jobs in
Sweden and Belgium,
or 20% of its truck op-
erations’ European
work force of 7,000.

The move comes as
the financial crisis puts a dent in demand for
trucks in Europe, Volvo’s biggest market. The plan
is not just in response to falling demand but is also
aimed at boosting efficiency and compensating for
higher raw-material prices, said Staffan Jufors,
head of Volvo’s truck operations. Volvo said negotia-
tions with unions will start immediately.

Rival Scania AB said it, too, sees demand in Eu-
rope moving into lower gear.  —Adam Ewing
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Police look for bribe evidence in case against BAE

7
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*Including Lexus  Source: Autodata
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By David Crawford

And Daniel Michaels

Police searched locations in Aus-
tria last week looking for evidence
of alleged bribes that they claim
were paid by British defense con-
tractor BAE Systems PLC to win con-
tracts to sell military aircraft in Aus-
tria and the Czech Republic, accord-
ing to court records.

Austrian prosecutor Gerhard
Jarosch said police searched the
home and office of Alfons Mens-
dorff-Pouilly, a 55-year-old Aus-
trian count, on Sept. 24 at the re-
quest of British and Austrian inves-
tigators. The request came in con-
nection with a continuing investiga-
tion into whether BAE unlawfully
tried to influence defense procure-

ments in a number of countries.
Mr. Mensdorff-Pouilly’s wife,

reached on Mr. Mensdorff-Pouilly’s
cellphone, referred all questions to
their lawyer. Harald Schuster, law-
yer for Mr. Mensdorff-Pouilly, said:
“The allegations are without
grounds. The English have been in-
vestigating the allegations for
years without success; it will con-
tinue as such.”

Britain’s Serious Fraud Office
has been digging into BAE’s busi-
ness practices since 2004, although
an investigation into questions re-
garding funds linked to the pur-
chase of Eurofighter Typhoon
fighter jets by Saudi Arabia was
halted in late 2006 by the British
government. Former Prime Minis-
ter Tony Blair said he stopped the

probe for national-security rea-
sons.

The Austrian search warrant spe-
cifically excludes a search for evi-
dence connected to the sale of BAE
products to Saudi Arabia, according
to the document, which was re-
viewed by The Wall Street Journal.

The Eurofighter is produced by a
consortium including BAE, Franco-
German European Aeronautic De-
fense & Space Co. and Italy’s Fin-
meccanica SpA.

A BAE spokeswoman declined to
discuss events in Austria. The com-
pany said in a statement that it “con-
tinues to fully co-operate with the
ongoing SFO investigation.”

The Austrian search warrant
cites a request for legal assistance
by the Serious Fraud Office, dated

July 25, 2008, connected to a sus-
pected violation of Britain’s Preven-
tion of Corruption Act 1906. The
Austrian investigation has since
been expanded to include suspected
money laundering and bribery,
Mr. Jarosch, the prosecutor, said.

According to the search war-
rant, dated Sept. 12, Mr. Mensdorff-
Pouilly’s Vienna-based company,
MPA Handelsgesellschaft m.b.H.,
used its influence to prevent the
Austrian air force from selecting
American F-16 aircraft, built by
Lockheed Martin Corp., by insist-
ing that new bids needed to be filed.
Austria in 2003 agreed to pay Œ1.79
billion ($2.58 billion) for the 18 Eu-
rofighters.

The Austrian warrant cites a pur-
ported letter sent by Mr. Mensdorff-

Pouilly to BAE in March 2003, say-
ing the Eurofighter was selected in
a second competition thanks to his
efforts. Mr. Mensdorff-Pouilly said
he was successful because of “ag-
gressive payment of commissions
to decision makers based on suc-
cess and strong lobbying by the Brit-
ish, German and Italian ambassa-
dors in support of the Eurofighter,”
the document says, citing a pur-
ported March 25, 2003, letter from
Mr. Mensdorff-Pouilly to a BAE offi-
cial.

According to the search warrant,
Mr. Mensdorff-Pouilly is suspected
of receiving “commission pay-
ments” from BAE as a consultant
and passing some of this money as
bribes to unidentified “third par-
ties.”

Volvo cuts output, jobs
as Europe demand slows
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BELIZE LAND
2600AC, 2.4KM of ocean front
$3.5M USD – Seller Motivated

702-369-4800
Call Ryan or Nate

www.cbre.com/belizeland

St. Croix, USVI
LAND OF PARADISE

ESTATE SALE
Spectacular view—Beautiful Setting
114ac. overlooking Turquoise Bay & Buck
Island. Home, guest house, garages, gen.
room & servant's quarters. Lge mahogany
trees, 18th Century sugar mill—mint
condition. 46 ac. beautiful green valley for
agricultural or commercial land dvlpmnt.

Call Dallas, TX—Bus. 214-747-1000
haroldoconnor29@yahoo.com
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Tesco’s 1st-half net rose 11%
U.K. retailer’s gains
overseas help offset
weak home market

By Ola Kinnander

STOCKHOLM—Hennes & Mau-
ritz AB posted a less-than-ex-
pected 5% rise in fiscal third-quar-
ter net profit, as its low-price strat-
egy appeared to succumb to the glo-
bal economic downturn.

Sweden-based H&M, one of the
world’s biggest clothing retailers,
had fared better in previous quar-
ters, counting on price-conscious
shoppers to snap up its inexpen-
sive clothing and accessories.

Net profit in the three months
ended Aug. 31 rose to 3.33 billion
Swedish kronor ($489 million)
from 3.17 billion kronor a year ear-
lier. Analysts had expected net
profit of 3.72 billion kronor. Reve-
nue rose 12%, to 20.87 billion kro-
nor from 18.71 billion kronor.

H&M shares fell 9.7% to 278 kro-
nor on Tuesday, underperforming
the broader Nordic index.

The company also reported Au-
gust sales results that were signifi-
cantly worse than analysts had ex-
pected. Total monthly sales grew
8% from a year earlier, while sales

at stores open more than a year fell
3%. Analysts had expected total
sales to rise 14% and same-store
sales to increase 1.9%. H&M
doesn’t release monthly sales fig-
ures, only the percentage change
year-to-year.

H&M, which is based in Stock-
holm, said last month’s sales
through Sept. 28—the first month
of its fiscal fourth quarter—rose
9% from a year earlier.

Analysts said it appears the eco-
nomic downturn has finally
started to hit the fast-fashion re-
tailer, noting that margins were
squeezed by lower prices for its
clothes, while production costs for
Asian suppliers and transportation
costs have risen.

Chief Executive Rolf Eriksen
played down the importance of
high margins, telling a news confer-
ence that the company is instead fo-
cusing on continuing to sell at a
brisk pace and expanding.

In an interview, Mr. Eriksen said
H&M isn’t being hit as hard by the
downturn as its rivals are. “The pie
is smaller, but H&M is gaining mar-
ket share,” he said.

CORPORATE NEWS

By Aaron O. Patrick

LONDON—Defying tough condi-
tions in its home market, Tesco PLC
reported surprisingly strong first-
half earnings.

Tesco, one of the world’s largest
retailers, is pushing aggressively be-
yond its home market of Britain in
search of faster sales gains. In a sign
that the strategy is working, over-
seas expansion helped offset a slow-
down in the U.K., where Tesco is the
largest retailer by revenue.

Sales in the U.K. rose 9.7%, com-
pared with a 27% jump overseas,
where gains were aided by favorable
currency rates, strong growth in
Asia and the opening of U.S. stores
under the Fresh & Easy brand. The
overseas business “gives us a
breadth that spreads risk,” Chief Ex-
ecutive Terry Leahy said during a
news conference on Tuesday.

Net income rose 11% to £1.04 bil-

lion ($1.88 billion) in the half ended
Aug. 23 from £936 million in the
year-ago period. Revenue rose 13%
to £25.6 billion from £22.6 billion in
the year-ago period. The results ex-
ceeded analysts’ expectations.
Tesco shares rose 4.8% to £3.87 on
the news Tuesday.

Britain’s economy, like that of the
U.S., is under severe strain, pushing
down house prices in many areas

and hurting consumer confidence.
Retailers have reported that people
are driving to shops less frequently
and trading down to buy less expen-
sive food and goods.Tesco has re-
sponded by creating more of its store-
brand foods, promoting cheaper
products and installing more self-ser-
vice checkouts to cut costs.

It is also planning to expand fur-
ther into financial services and
might offer mortgages and current
accounts—basic bank accounts with
checks—in about a year, said An-
drew Higginson, Tesco’s director of
finance and strategy.

One of Tesco’s biggest expansion
opportunities is the U.S. It opened
the first of 90 Fresh & Easy stores late
last year and plans to have 200 of the
stores by the end of February, each
selling mainly Tesco-brand products.

For the first time, Tesco broke
out results for Fresh & Easy. Despite
initial skepticism that Tesco could
succeed in the tough U.S. market
and on the home turf of the world’s
largest retailer by revenue, Wal-
Mart Stores Inc., Fresh & Easy is
growing quickly. Sales in the first
half were £76 million on a loss of
£60 million.
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U.K. is seen falling short of housing target
Experts say building
3 million new homes
by 2020 is unlikely

By Anita Likus

LONDON—Only radical action by
the U.K. government will invigorate
the housing market and help meet
its target of building three million
new homes by 2020 as the housing
shortage deepens, according to
builders and housing specialists.

The need for new housing was at
center stage when Gordon Brown
took office as prime minis-
ter in mid-2007. The new
government’s ambitious
target reflected the coun-
try’s population growth—
approaching 61 million—
and the cramped condi-
tions in which many people
lived.

But industry specialists
and residential developers
say the target is virtually
unattainable now as home
builders scrap investment
and building plans in a challenging
market.

The National Housing Federa-

tion, which represents 1,300 inde-
pendent nonprofit associations in
England, estimates the target could
be missed by as many as nine years
unless officials agree to implement
some form of stimulus for the hous-
ing market. The NHF warned in a re-
cent report that more than five mil-
lion people could soon be on waiting
lists for government-subsidized “so-
cial” housing. A spokesman for Com-
munities and Local Government, a
government agency, said there were
1.67 million households in England
on the waiting list for a social home
on April 1, 2007, the last date the fig-
ures were published.

The industry would have to sup-
ply 240,000 homes a year
to achieve the govern-
ment’s goal, but forecasts
suggest it will build fewer
than 100,000 in 2008 and
hover around that annual
number in the short term.

In the long term, the in-
dustry will build 160,000 a
year at best unless the gov-
ernment steps in, accord-
ing to the NHF. “Unless radi-
cal action is taken immedi-
ately only around 1.6 mil-

lion homes will be delivered by
2020. Based on those figures, the
three-million target figure may not

be reached until 2029,” said NHF
chief executive David Orr.

A spokesman for the Brown ad-
ministration said it remains commit-
ted to its housing target. But the gov-
ernment does recognize “the scale
of the challenge this entails,” he
said.

The U.K. government earlier this
month introduced a £1 billion ($1.8
billion) package to help first-time
buyers, support vulnerable house-
holds at risk from repossession and
accelerate construction of afford-
able homes. But housing specialists
believe the measures will fall short
of their goal: market revival.

The U.K. house-building indus-
try is experiencing one of the most
rapid and severe downturns in its
history. Home-buyer confidence is
under increasing pressure because
of the uncertainty about the resil-
ience of the U.K. economy and low
mortgage availability, sparking
sharp falls in completed properties
for house builders.

Residential mortgage approvals
hit a record low in August with just
21,086 people taking out loans to
buy homes, 5% lower than July. In
volume terms, all mortgage approv-
als were 42% lower than a year ear-
lier, according to the British Bank-
ers’ Association.

House sales are also in decline
with U.K.’s second-largest house
builder by market capitalization,
Berkeley Group Holdings PLC, re-
porting sales levels 50% below his-
torical average earlier this month.

According to The Royal Institute
of Chartered Surveyors’ poll of its
members, the average sales per sur-
veyor in the past three months fell
to 12.7, about half the level of a year
ago.

Net house prices—as reported

by the house builders—fell more
than 10% since the start of the year
as companies offer discounts to en-
courage buyers, according to Mer-
rill Lynch.

The situation isn’t expected to
improve next year. Merrill Lynch
forecasts that prices will fall 15% in
2009. KBC Peel Hunt analyst Robin
Hardy said “while [the housing mar-
ket] will get more perky in 2010,
there is a long way to go.”

The U.K.’s largest listed house
builder by market capitalization,
Persimmon PLC, plans to build
about 10,000 new homes in 2008, a
37% decline from the 15,905 homes
completed in 2007, which was al-
ready down 4.8% from 2006. Simi-
lar slowdowns are predicted by
other home builders including Red-
row PLC and Barratt Develop-
ments.

The executive chair of the Home
Builders Federation, Stewart Base-
ley, said: “The housing market is cy-
clical and 2020 is a long way away.
But the government needs to take ac-
tion quickly to get liquidity in to the
mortgage market; a planning sys-
tem that delivers land; and be realis-
tic over regulatory requirements, if
the industry is to be given a chance
of delivering these much needed
houses.”

Stewart Baseley

Mortgages in decline
U.K. lending for new homes is
falling sharply

Source: British Banking Association
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Aviation trade group issues bleak outlook

Pfizer to exit heart field
Move marks a shift
in drug development;
broad reshuffling

Glaxo plans to cut up to 850 R&D jobs

By Geeta Anand

MUMBAI—After waiting seven
months for Indian regulators to ap-
prove its application for a clinical
trial of a new experimental cancer
drug, Piramal Life Sciences Ltd.
this week got the green light to pro-
ceed—in Canada.

It took Health Canada, Canada’s
drug regulatory authority, just 28
days to approve the drug
trial, the first human test
of Piramal Life’s new medi-
cine.

The disparity in the ap-
proval process reflects the
frustration Indian pharma-
ceutical companies face in
trying to use their huge
home market to their com-
petitive advantage: They
quickly run up against the
remnants of India’s arcane
and plodding regulatory
system, derisively known here as
the “license Raj”.

“Clearly, this indicates a lack of
capacity and experience in approv-
ing” applications for testing new
drugs, says Swati Piramal, director
of the Mumbai-based Piramal
Group, Piramal Life’s holding com-
pany, and a major Indian generic-
drug manufacturer.

Piramal Life’s struggles reflect
the strain between the waning bu-
reaucracy of the license Raj—which
takes its name from India’s postin-
dependence socialist era—and mod-
ern Indian businesses racing to ex-
ploit opportunities that opened up
with the country’s recent rapid
growth. India has since ended
many of the quotas and permits,
helping to ignite its economic
boom. Red tape, however, still trips
up businesses in sectors where reg-
ulatory agencies remain powerful,
despite being staffed by bureau-
crats with inadequate knowledge
of the areas they supervise.

Surinder Singh, the controller
general of the federal-government
agency that oversees drug approv-
als, including clinical trials, didn’t
respond to phone messages and
faxes seeking comment for this arti-
cle.

Some industry experts predict
private-sector pressure will eventu-
ally force government overhauls to
overcome India’s regulatory sys-
tem. In the case of the nation’s drug
companies, industry studies pre-
dict the country will become a cen-
ter for conducting research and
clinical trials, mainly because of its
population of more than one billion
people, many of whom are in need
of medical care and can be quickly
recruited for clinical trials.

In addition, companies would
be able to recruit India’s large pool
of doctors and scientists, who work
for a fraction of the salaries paid in
Europe or the U.S. to perform the
chemistry and animal experiments
needed for drug development and
trials.

IndiPharm, a U.S.-based clinical-
research organization, predicts
that 15% of all global drug trials will
be conducted in India by 2011, up
from just 1% in 2005. By 2010, India
will command $550 million of a
$24.2 billion global clinical-re-
search market, projects Cygnus
Business Consulting & Research, a
Hyderabad-based business-consult-
ing firm.

Believing in India’s potential to
become a huge clinical-trial center,

Somesh Sharma, managing direc-
tor of Piramal Life, joined the com-
pany in 2000 after working in drug
development at several U.S. bio-
technology companies for more
than 20 years.

Piramal Group tapped Dr.
Sharma to help the company de-
velop its own original products.
The company has so far developed
four experimental drugs in cancer

and diabetes, among other
areas, executives say. “If
we can do drug develop-
ment in half the time at
half the cost here, we can
truly change the drug-de-
velopment paradigm,” Dr.
Sharma said in a recent in-
terview.

But for all India’s poten-
tial, the big problem is
that it still lacks the regula-
tory capability to quickly
evaluate and approve ini-

tial clinical trials of potential new
medicines in humans, Dr. Sharma
and other industry executives say.
Among other things, this requires
regulators to understand and inter-
pret the results of animal experi-
ments, a skill that local agencies
haven’t had a chance to develop.

“The capacity still doesn’t exist
in India to evaluate animal studies
to approve the first trials in man,”
says Dilip G. Shah, secretary-gen-
eral of the Pharmaceutical Alliance
of India, a Mumbai-based industry
group.

One reason is that India didn’t
have strong enough patent laws in

place to protect and encourage
pharmaceutical innovation until
2005. As a result, no new drug de-
veloped by local or foreign pharma-
ceutical companies has ever been
first approved in India.

Indian pharmaceutical compa-
nies have begun pushing harder to
overhaul regulatory procedures
and improve training for the bu-
reaucrats who review and rule on
drug approvals and clinical trials.

Dr. Piramal, who is also vice
president of the Associated Cham-
bers of Commerce and Industry of
India, a national industry group,
wrote last month to Indian Prime
Minister Manmohan Singh, asking
him to ensure regulatory authori-
ties will support the industry’s ef-
forts to innovate.

Among other things, she said,
regulators need to set up special-
ized committees to review new-
drug applications by therapeutic
category. Dr. Piramal also urged the
government to team up with for-
eign regulatory authorities to en-
sure Indian regulators get ade-
quate training.
 —Krishna Pokharel in New Delhi

contributed to this article.

Regulators frustrate
Indian drug companies

By Shirley S. Wang

And Joann S. Lublin

In a striking shift, Pfizer Inc. will
abandon efforts to develop medi-
cines for heart disease as part of a
broad research reshuffling.

Pfizer will be leaving a field that
includes its cholesterol-lowering
drug Lipitor and other medicines
that fueled the company’s domi-
nance of the pharmaceuti-
cal industry for more than
a decade.

The beleaguered New
York pharmaceutical giant
is also expected to exit ther-
apies for obesity and bone
health, to focus on more-
profitable areas, such as
cancer.

The move is part of a
plan to reassess research
productivity and to restruc-
ture into business units re-
sponsible for their own profits and
losses. Job cuts and a reduction in
research and development spend-

ing—which at $8.1 billion last year
was the highest in the industry—are
expected. Pfizer executives de-
clined to disclose the size of any ex-
pense cuts.

“We still see the programs that
we’re stopping as having value,”
said Martin Mackay, Pfizer’s head of
research and development.
“They’re just not as valuable as
other programs, like Alzheimer’s or
oncology.” The company will seek
partners to develop some of the
compounds it is jettisoning. “Out-li-
censing will very much come to the
fore,” he said.

The company announced Tues-
day that its late-stage development

pipeline has grown to 25
compounds from 16 over
the past six months. Most of
these advances occurred in
areas Pfizer has identified
as important, including can-
cer, pain and Alzheimer's.

The mega-blockbusters
Lipitor, the world’s top sell-
ing drug with sales of $12.7
billion in 2007, and Nor-
vasc, a blood pressure med-
icine with $4.7 billion in
sales in 2006 before losing

patent protection last year, made
Pfizer in the mid-1990s the king of
cardiovascular drugs.

The company had banked on an-
other cholesterol-lowering drug,
called torcetrapib, to help it main-
tain its leadership and provide a
new source of growth after Lipitor
faces generic-drug competition in
2011. But that drug failed in a major
study in late 2006, and the compa-
ny’s prospects have been in disarray
ever since.

The company will continue to de-
velop heart medicines in late-stage
testing, including an anti-clotting
drug called apixaban, being co-de-
veloped with Bristol-Myers Squibb
Co. But several other compounds, in-
cluding two that were similar to
torcetrapib, are being scrapped.

Pfizer sees decentralized opera-
tions as boosting pipeline prospects
and efficiency. “We’re running the
company with a real sense of ur-
gency and accountability,” said
Chief Executive Officer Jeffrey Kin-
dler.

Drastic job cuts aren’t imminent,
according to two people familiar
with the company’s plans. But
Pfizer executives expect further
cost cutting before Lipitor faces ge-
neric competition, according to one
informed individual. “Until 2011,
It's not going to be business as
usual. There will be constant belt
tightening,” that person said.

Source: Cygnus Business Consulting & Research
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By Jeanne Whalen

Drug maker GlaxoSmithKline
PLC Tuesday said it plans to cut as
many as 850 jobs in research and de-
velopment in the U.S. and Britain,
the latest cuts in an industry grap-
pling with declining profits and pro-
ductivity.

The cuts, about 6% of total R&D
staff, would come on top of the 350
R&D jobs Glaxo said it was eliminat-
ing earlier this year, said Claire
Brough, a spokeswoman for the
Brentford, U.K., company. The exact
number of job cuts will be deter-
mined after consultations with em-
ployees and unions, she said.

The world’s second-biggest drug
maker by sales after Pfizer Inc. said
that the cuts were necessary “to en-
sure that we can invest in key areas
of future growth and evolve our
business to compete effectively in
what is a rapidly changing and chal-

lenging environment for pharma-
ceutical companies.”

The drug industry has been cut-
ting staff and costs in response to de-
clining profits. Pfizer Inc. this week
disclosed it is abandoning research
into heart disease and other areas
as part of a restructuring that will in-
volve job cuts. Most big drug compa-
nies have announced layoffs over
the past few years.

R&D staffs have come under par-
ticular pressure because they
haven’t produced enough new prod-
ucts to keep sales growing. Generic-
drug competition is eating into prof-
its and companies haven’t launched
enough new brand-name medicines
to compensate.

As they cut their research staffs,
drug companies are pouring invest-
ments into small, often privately-
held biotech companies, which have
produced some of the industry’s
most successful medicines in recent

years.
Andrew Witty, who took over as

chief executive officer of Glaxo in
May, has pledged to increase Glaxo’s
investment in outside research. He
has said that half of Glaxo’s drugs in
development eventually could come
from partnerships with outside
firms.

Mr. Witty has been scrutinizing
Glaxo’s own research team and mak-
ing changes. Among other moves,
he has set up a board that includes
outside experts, such as venture cap-
italists, to review R&D projects and
decide which to fund. He has also
shut down some areas of research
and focused Glaxo on eight disease
areas. Glaxo has dedicated teams,
known as Centres of Excellence for
Drug Discovery, or CEDDs, for each
disease area. The changes have
caused some upheaval, with at least
three CEDD leaders leaving the com-
pany in recent months.

By Kaveri Niththyananthan

In a bleak assessment of the avia-
tion industry, the head of the Inter-
national Air Transport Association
called for swift action to deal with
the damaging impact of the eco-
nomic slowdown.

“Urgent measures are needed,”
said Giovanni Bisignani, the trade
body’s director general. “From taxa-
tion to charges and operational effi-
ciencies, all areas impacting the
business must be examined for
ways to reduce costs and drive effi-
ciencies.

“It’s a matter of survival,” Mr.
Bisignani said. He predicted that at
least 20 international airlines are at
risk of bankruptcy amid financial
turmoil, elevated jet-fuel prices and
a slowdown in passenger growth.
More than 30 have gone out of busi-
ness already this year.

The warning came as IATA re-
leased international traffic data for
August that showed a contraction in
freight volumes for the third consec-
utive month as well as slowing pas-
senger growth.

International freight traffic fell
2.7% in August from a year earlier,
following drops of 1.9% in July and
0.8% in June. A 6.8% decline in
freight shipped by carriers in the
Asian-Pacific region in August had
the greatest impact. The region rep-
resents 45% of global air cargo traf-
fic.

The data are “a clear indication
that global trade is slowing down,”
Mr. Bisignani said. “This shows that
the impact of the financial crisis is
broad geographically and will
worsen before it gets better.” Air-
lines carry 35% of the goods traded
internationally, by value.

International passenger traffic—

measured in revenue passenger kilo-
meters, which factor in how far pas-
sengers are flown—grew 1.3% in Au-
gust, down from 1.9% growth in July
and 5.4% in the first half of the year.

With capacity growth outstrip-
ping demand, passenger load fac-
tors—which measure how many of
an airline’s available airplane seats
are filled with paying passengers—
fell to 79.2% in August from 81% a
year earlier.

“The contrast between the first
half of the year and the last two
months is stark,” Mr. Bisignani said.
“The slowdown has been so sudden
that airlines can’t adjust capacity
quickly enough.”

He said the figures indicate the
industry still is heading for a com-
bined loss of $5.2 billion this year
and $4.1 billion in 2009.
 —Vu Trong Khanh

contributed to this article.
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India is set to begin ban on smoking in public

Staying on top of your Web-content needs
Alerts.com, Yotify
provide alternative
to Google Alert

By Vibhuti Agarwal

NEW DELHI—The Indian govern-
ment is trying to stub out smoking.

On Oct. 2, the Health Ministry
will put into effect a countrywide
ban on lighting up in public places.
Persons caught violating the rule
will be fined $5—a sizable sum in a
country where per capita income is
less than $1,000 a year.

Among the places where puffing
will be prohibited: hotels, restau-
rants, schools, pubs or disco-
theques, hospitals, airports and bus
stands. Inside private homes and
along the roadside are among the
few places where smoking will be al-
lowed.

The smoking ban marks the gov-
ernment’s most ambitious dictate
to date. In India, about 250 million
people, mostly men, use tobacco.

“The government has decided to
ban smoking, keeping in mind the
number of deaths caused every year
by tobacco, especially among young-
sters,” says B.K. Prasad, joint secre-
tary of the Indian Health Ministry.

He estimates about 40% of the
deaths in India every year are linked
directly or indirectly to tobacco use.

“Most of the people are unaware
of the harmful effects of smoking,”
adds Bhavana Mukhopadhyay, se-
nior director for Tobacco Control, a
nongovernment organization based
in New Delhi. “Once they are edu-
cated that the air around them has
hazardous nicotine, every non-
smoker will become a law enforcer.”

In February, the World Health Or-
ganization published a report warn-
ing governments of developing
countries that tobacco-related ill-
ness would cause one billion deaths

during the 21st century unless ur-
gent action is taken. Public-smoking
bans have been imposed around the
world, including in two U.S. states—
California and New York. The Hima-
layan kingdom of Bhutan has even
banned the sale of tobacco prod-
ucts.

In a country with a relatively low
literacy rate, the government will
make pictorial warnings mandatory
on all tobacco products beginning
Nov. 30. Cigarette packets will carry
a pirate-like skull and cross bones to
underscore the public-health haz-
ard.

Not everybody is convinced the
new law will work. In a country that
revels in bucking public conven-
tion—by ignoring traffic lights, for
instance—getting people to honor
the ban will be an uphill battle. India
also has tried to stop spitting and

urinating in public, to no noticeable
effect.

Ranjith Nayyar, a radio station
engineer in Trivandrum, in India’s
southern state of Kerala, says he
smokes 15 cigarettes a day and isn’t
about to stop because of any ban.
“I’ll smoke at home, particularly in
my bathroom,” says the 29-year-
old. “I already know the evils of
smoking, but for me smoking is a
stress-buster.”

Another chain smoker, Ankush
Mankotia, is skeptical the govern-
ment can alter public behavior.
“Such rules are made and broken ev-
ery day,” says the 26-year-old bank
manager. “The ban will have no ef-
fect on me.”

Insistent smokers, however, may
one day feel the pinch. After rolling
out its ban, the Indian government
plans to raise the fine for offenders

to a stiff $25 eventually.
Smoking is “an infringement on

people’s right to live,” says Ms.
Mukhopadhyay of Tobacco Control.
“I don’t want my children to come
back with asthmatic problems by in-
haling someone else’s smoke.”

By Katherine Boehret

I
T CAN BE hard to find just
what you want in the vast
24-hour news cycle that con-
tinuously churns out content
online.

One way to find specific things
among this abundance of informa-
tion is by using alerts, or computer-
generated notifications that you,

the user, must set
up. These alerts are
relatively simple to
use, and can work
to generate infor-
mation ranging
from a virtual

heads-up about whenever your
name is mentioned online to notifi-
cations about the price suddenly
dropping for something you would
like to buy.

For years now, I’ve used Google
Alerts as a bare-bones yet reliable
way of keeping track of myself on-
line. If my name is mentioned in a
blog or if this column and my byline
appear somewhere on the Web,
such as the site of another newspa-
per that syndicates it, a simple Goo-
gle Alert sends me an email in
HTML or plain text to tell me. With a
little creativity, Google Alerts can
work for you to find a variety of
things, such as telling you if a video
of a favorite band popped up online
or that a blogger posted something
about last night’s episode of a favor-
ite TV show.

In about a month, Google will be-
gin delivering these alerts to users
via feeds, as well as emails. Google
certainly isn’t alone in the alerts
space, as Yahoo, Microsoft and AOL
are also players. This week I took

some time to try two smaller compa-
nies that recently joined the search
giant in its mission to send users
just the Web content that they want
to find.

I tried Alerts.com and Yotify, and
found worthwhile, different fea-
tures in both. While Google Alerts
does a good job of finding search
terms in news, blogs and videos,
Alerts.com and Yotify perform more
intelligent searches by using
forms that are a cinch to fill
out. I used both sites to send
me updates on a U.S. uni-
versity football game, as
well as Craigslist infor-
mation about sofas that
were for sale in the
Washington, D.C., area.

Alerts.com offers to
notify users via email,
SMS text messages or
even voice calls to a cell
or landline phone. It
works with a desktop ap-
plication called Elertz to
tell you whenever one of
your requested alerts has
generated results. I liked
this site’s flexibility: It not
only gave me a variety of
ways to receive notifica-
tions, but also gave more
times and days when I
could choose to be noti-
fied compared to Yotify.

But Yotify has advan-
tages of its own, includ-
ing the ability to integrate
with FriendFeed and Face-
book to add a social-networking
aspect to your searches. It also lets
users search for event tickets or
items auctioned on eBay. And a
smart preview panel shows results
for requested information before
you ever officially submit such a re-
quest, which gives you an idea of the
type of results your search will re-
turn.

All in all, there are certain things
I’d rather always use each service

for. For example, Alerts.com lets me
know U.S. football scores when I
want to get them: only after the fi-
nal score; at the end of each quarter
and after the final score; or at the
end of each quarter, after the final
score and after each time a team
scores points. However, Yotify gave
me more detailed options than
Alerts.com while I searched for fur-

niture on Craigslist, including show-
ing only items with included photos
or just those items that included the
word “sofa” in a title. Yotify will
even hunt through Craigslist to find
items that fall into a specific price
range.

For the person who wants to
spend minimal time and effort creat-
ing basic alerts, Google Alerts will

do the trick. These can be narrowed
down to show specific types of re-
sults that fall into the News, Web,
Blogs, Video or Groups categories;
or can perform more blanketed
searches using a Comprehensive cat-
egory.

For now, Google Alerts and Yo-
tify will send alert notifications
only via email.

Alerts.com offers plenty of
simple alerts that require only

a bit of scheduling to set up.
The site organizes users’

alerts on a neat, personal-
ized Web page that can
be customized. Each
alert appears as a widget
that can be expanded, ed-
ited, or deleted with a sim-

ple click, and the page has
a clean look with attrac-

tive, cohesive graphics.
I didn’t care much for

Elertz, the desktop compo-
nent of Alerts.com, be-
cause once installed and
visible in my system tray,
it notified me of new
Alerts data using an irk-
some star that glowed red
until I checked my notifi-
cations. Elertz runs on
Adobe Air, a relatively
new application that
didn’t work right on my
Windows XP machine

until Alerts.com fixed a
bug.

But Alerts.com’s price
watch and price protection

alerts are incredibly useful, es-
pecially for frugal spenders. Price
watch uses a provider called Wish-
pot and watches to see if the price of
a certain item drops into a lower
price range, at which point users are
notified. Price protection watches
products you’ve already purchased
to see if they go on sale, the idea be-
ing that you may be able to get a re-
fund. I tried both of these on a hand-
ful of products, and I’m still cross-

ing my fingers in hopes of a pair of
Anthropologie boots going on sale
sometime soon.

Yotify uses the idea of virtual
scouts that scour the Web for you,
hunting for specific requested infor-
mation. This idea is a good one, and
scouts’ results are organized into
categories like My Scouts, Scouts
Shared with You, Friends’ Latest
Scouts and Latest Community
Scouts. Scout findings can be con-
densed or expanded in one click,
and results can be filtered for more
specific findings, or shared with
friends via Facebook or FriendFeed.

But some scouts within Yotify
took too much work to set up. I
would also prefer if I could better or-
ganize my Yotify scout lists. As it
was, all of my scout results ap-
peared in one list: the football scout
was right above the scout that
found Obama mentions on Huffing-
ton Post, and below that were scout
results for YouTube’s most watched
videos. Though most people will
likely spend more time reading Yo-
tify alert emails rather than visiting
Yotify.com, I’d still like the site to
more neatly arrange my data. Yotify
says it will add ways to do this in the
next month or so.

Yotify’s scouts seemed a little
more intelligent than the results re-
turned on Alerts.com, such as when
I easily set up scouts that searched
for specific words in my RSS feeds.
And my Yotify scouts displayed
more results—about 10 each—over-
all than did the same searches I set
up on Alerts.com.

These sites are free (though SMS
alerts sent to a cellphone via Alerts.
com may not be, depending on your
plan), and are worth trying so you
can see for yourself which alerting
helper is the best fit for you. Stop
wasting time searching the Web,
and let one of these services do it for
you.
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Sentiment may hurt Disney parks
Crowds could shrink
if mood of consumers
darkens as expected

By Yukari Iwatani Kane

OSAKA—Matsushita Electric In-
dustrial Co. discards its 90-year-
old name Wednesday and recasts it-
self as Panasonic Corp., a change
that comes as the electronics giant
moves to lessen its reliance on the
stagnant Japanese market to focus
more overseas.

Matsushita’s consumer electron-
ics products, particularly its
plasma televisions, are already pop-
ular throughout the world. But the
company is more dependent than
its rivals on the Japanese market,
where the population is shrinking
and growth prospects are limited.
About half of its $86 billion in an-
nual sales comes from its home mar-
ket, compared with 26% for Sony
Corp. while Samsung Electronics
Co. gets about 20% of sales within
South Korea.

“We can’t compete against our
rivals in growth if we stay depen-
dent on Japan for half of our busi-
ness,” said Matsushita’s President
Fumio Ohtsubo in a rare interview.
He said he embarked on the name-
change project—a radical move for
a company that has long revered
founder Konosuke Matsushita—to
emphasize a desire to change.

Matsushita’s business is still
strong: It nearly doubled profit to
about $680 million in the April-
June quarter. But that’s mostly be-
cause of cost cuts. In the business
year ended March 31, Matsushita’s
overseas sales were essentially flat

and sales in Japan fell 3%.
The disproportionate focus on

the Japanese market is one reason
why Matsushita’s brand recogni-
tion has been lower than those of
its rivals. In addition, Matsushita
has juggled three disparate brand
names—Matsushita, National and
Panasonic—which weakened its im-
age further. In the latest annual sur-
vey of global brands by consultancy
Interbrand, Panasonic came in at
No. 78 with a brand value of $4.28
billion. That compared with Sam-
sung at No. 21 with a value of $17.7
billion and Sony at No. 25 with a
value of $13.58 billion.

Going forward, all the compa-
ny’s products—from DVD players to
dishwashers—will carry the Pana-
sonic brand. While Panasonic is
well known globally, the company
has long been known by its name
Matsushita in Japan, and National

is the brand it has used for its home
appliances. Analysts say the change
allows the company to focus its mar-
keting efforts and save costs.

“It’s good to focus management
resources on the more useful
brand,” says Takaaki Umezawa, a
managing director in Japan for A.T.
Kearney.

Matsushita is launching its new
global focus at a particularly chal-
lenging time. The global electron-
ics market is increasingly crowded
with new competitors, including
upstarts like Vizio Inc., which sells
cut-rate products by contracting
manufacturing. What’s more, glo-
bal demand is slowing in the wake
of the turmoil in the U.S. financial
industry.

In addition to its mainstay con-
sumer electronics business, Mr. Oht-
subo said the company expects to
find potential growth globally in

the home-appliances business.
Though profit margins tend to be
thin, Matsushita has maintained 9%
profit margin in that business—the
highest among all of its units—by
selling compact, low-energy prod-
ucts. While most of its home appli-
ance sales outside Japan has been
in Asia so far, the company plans to
start selling air conditioners, refrig-
erators, and washing machines—its
three main appliance products—in
Europe by March.

The 63-year-old Mr. Ohtsubo,
who has spent 37 years at Matsush-
ita and took over the top job two
years ago, has already taken some
steps to globalize the company. Mat-
sushita, which only had one non-
Japanese executive officer before,
added two more last year. He also
appointed a team of advisers from
outside the company last month
from the U.S., Brazil and India to
provide an outside perspective on
how to manage a business in differ-
ent parts of the world.

On a smaller scale, Matsushita
held a monthly executive meeting
in China in May, its first one outside
of Japan. Mr. Ohtsubo says he’s also
encouraging more employees to
take business trips overseas. He
himself takes such trips eight or
nine times a year.

While these are still small steps,
Mr. Ohtsubo said it is only the begin-
ning. “We are going to change very
fast,” he says. “We have to.”
 —Miho Inada

contributed to this article.

By Peter Sanders

Walt Disney Co.’s theme-park
and resort unit has coasted through
months of mounting U.S. economic
woes, but an expected decline in con-
sumer confidencecould hurt even re-
silient vacation spots like Walt Dis-
ney World.

In late July, company officials
said September bookings at Dis-
ney’s U.S. resorts were on par with
last year, and that bookings for the
holiday season were slightly ahead.

The company hasn’t provided
any updated booking information
since then. But analysts and other in-
dustry observers expect the global
economic situation to soften de-
mand for rooms at the company’s re-
sorts and attendance at its parks in
early 2009.

So far this year, a weak dollar has
succeeded in luring crowds of inter-
national visitors to Disney theme
parks in Orlando, Fla., and Anaheim,
Calif. During a July 30 conference
call to discuss the company’s fiscal
third-quarter earnings, Disney exec-
utives said that while overall atten-
dance was down slightly at
both parks, the business
was generally defying pre-
dictions that it would be hit
hard by high gasoline
prices, the U.S. housing
slump and general eco-
nomic malaise.

“We aren’t immune to
the challenging economy,
but we continue to be
pleased with the level of
business activity we’ve
seen so far,” Disney Chief
Executive Bob Iger told analysts on
the quarterly conference call. “The
parks’ performance has been partic-
ularly noteworthy.”

Mr. Iger added that visits to Walt
Disney World area also unlikely to
be affected by a continuing reduc-

tion in airline seat capacity, noting
that less than 50% of visitors to Dis-
ney World arrive by plane, and
those that do tend to book their
seats early when seats are plentiful.

Disney officials declined to com-
ment on what impact economic tur-
moil could have on the parks opera-

tions. Disney is scheduled
to report its fourth quarter
and full year fiscal earn-
ings on Nov. 6.

For the third quarter
ended June 28, revenue
from the parks and resorts
unit rose 5% to $3.04 bil-
lion, compared with the
year-earlier period. Net in-
come for the quarter was
$1.28 billion, or 66 cents a
share, up from $1.18 billion,
or 57 cents, a year earlier.

Revenue increased 2% to $9.24 bil-
lion.

In late-afternoon New York
Stock Exchange composite trading,
Disney was up 93 cents, or 3.1%, at
$30.66.

The company typically offers pro-

motions and discounts during “off-
peak” periods, in the early fall, for
example. But in July, Mr. Iger said
the company hadn’t increased dis-
counting, compared with the year
earlier, and other officials said at
the time that the average nightly
rate at the company’s hotels was “at
or above” what it was in 2007.

Analysts and industry observ-
ers, meanwhile, say Disney would
be better-positioned to withstand a
tourist slump now than during previ-
ous recessions because the Bur-
bank, Calif., entertainment concern
has diversified enough beyond the
theme-park business to reduce its
exposure.

“Disney looks very different now
than it did in 1991 or even after Sept.
11, [2001] because now theme parks
are only about 20% of their busi-
ness, whereas in 1991 it was about
50%,” said Rich Greenfield, analyst a
Pali Capital in New York. “But the
bigger issue of what’s going on in in-
ternational markets certainly con-
tinues to raise concerns about sus-
taining attendance numbers.”

Matsushita looks beyond Japan for growth

CORPORATE NEWS

OAO Polyus Gold

The board of Russian gold pro-
ducer OAO Polyus Gold on Tuesday
approved the purchase of a 50.1%
stake in Kazakhstan’s KazakhGold
Group Ltd., a spokesman for the Rus-
sian company said. Polyus will offer
KazakhGold 70% of the total in its
shares and 30% in cash, Onexim
Group, which owns about 30% of Ka-
zakhGold, said in a statement.
Onexim, which is owned by Polyus
Chairman Mikhail Prokhorov, de-
clined to provide further details on
the deal. KazakhGold said Monday
that Polyus could offer about $780
million, or $14.73 a share—made up
of $7.95 a share in cash and 0.298
Polyus Gold share for every Kazakh-
Gold share.

Washington Post Co.

Washington Post Co. announced
the acquisition of Foreign Policy, a
magazine devoted to international
affairs and economics, from the Car-
negie Endowment for International
Peace. The magazine, which has a
circulation of 100,000, draws little
advertising but has an influential
readership in academia and policy
circles. Moises Naim, the current ed-
itor and publisher, will stay on as edi-
tor in chief. Terms of the deal
weren’t disclosed. Foreign Policy
will become part of the business
unit that includes Washington
Post’s online magazine Slate.

GLOBAL
BUSINESS

BRIEFS

—Compiled from staff
and wire service reports.

Bob Iger

Europe 14% 

Americas
13% 

Asia
12% 

China
12% 

Japan
49%

Note: Fiscal year ends March 31 Source: the company

Panasonic
Sales by region, first quarter FY’09Sales, in trillions of yen

¥2.5

2.0

1.5

1.0

0.5

0
IQ

FY'08
2Q 3Q 4Q 1Q

FY'09

Total value:
¥2.2 trillion

Domestic
Overseas Entergy Corp.

Entergy Corp. expects storm-
damage costs from Hurricane Ike to
run between $525 million and $625
million, though the U.S.’s second-
largest nuclear generator reiterated
that its “total liquidity is sufficient
to meet current obligations.” The
New Orleans-based company said
two weeks ago that it couldn’t yet
determine Ike costs, though it esti-
mated damage from Hurricane
Gustav at $500 million to $600 mil-
lion. Entergy reiterated that the
storms will cut third-quarter reve-
nue and that it can raise more than
$6 billion to cover obligations.

By Lauren A.E. Schuker

Viacom Inc.’s Paramount Pictures
will test whether comic book superhe-
roes can make up for the loss of super-
star director Steven Spielberg.

Paramount announced an agree-
ment Monday with Marvel Studios
to distribute all four of its coming
feature films through 2011, includ-
ing “Iron Man 2,” a sequel to this
summer’s breakout hit, as well as
“The First Avenger: Captain Amer-
ica” and “The Avengers.” The deal
also includes distribution of a fifth

movie, “Iron Man 3,” if the studio de-
cides to produce it.

Paramount now has room in its
film slate after recently learning that
Mr. Spielberg and his DreamWorks
team would leave the studio to start a
joint-venture with India’s Reliance
ADA Group.

Marvel Studios, which is a subsid-
iary of Marvel Entertainment Inc.,
only recently began producing and fi-
nancing films based on its stable of
comic-book superheroes. Its first ef-
fort, “Iron Man,” became an over-
night success, grossing more than

$300 million at the U.S. box office.
The success of “Iron Man” for

both parties sparked the new deal
between Marvel and Paramount. To
distribute that film, Paramount
took a fee equivalent to 10% of the
revenue.

“Our collaboration got off to a fan-
tastic start with ‘Iron Man,’” said Rob
Moore, vice chairman of Paramount.
The new arrangement, Mr. Moore
adds, is a “great deal for Paramount as
Marvel has as good a creative and com-
mercial track record as anyone in the
movie business,” he added.

Under the new arrangement, Par-
amount will take a slightly lower
fee, collecting about 8% of revenue.
That is in part because Marvel’s
movies are in high demand as the
film industry tries to cash in on
films based on comic-book charac-
ters, like “The Dark Knight,” which
have been box-office hits.

“We had some built-in flexibility
for where to distribute our feature
films,” said David Maisel, chairman
of Marvel Studios. “So we got im-
proved economics for this new ar-
rangement.”

Paramount to distribute Marvel Studios films, such as ‘Iron Man 2’

PepsiCo Inc.

Profits decline in quarter
amid weakening economy

Pepsi Bottling Group Inc. said
its fiscal third-quarter net income
fell 11%, reflecting slowing demand
in a weak global economy and a tax-
related gain in the year-earlier pe-
riod. The world’s largest bottler for
PepsiCo Inc. reported net for the
quarter ended Sept. 6 of $231 mil-
lion, or $1.06 a share, down from
$260 million, or $1.12 a share, in the
year-ago period, which included a
net tax benefit of 14 cents a share.
Revenue rose 2.3%, to $3.81 billion
from $3.73 billion. The Somers, New
York, company had predicted earn-
ings of $1.02 to $1.06 a share on reve-
nue growth of 3%.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 39.30 $27.92 0.17 0.61%
Alcoa AA 14.40 22.58 1.20 5.61%
AmExpress AXP 10.80 35.43 2.88 8.85%
BankAm BAC 69.60 35.00 4.75 15.70%
Boeing BA 5.60 57.35 1.88 3.39%
Caterpillar CAT 9.20 59.60 –0.29 –0.48%
Chevron CVX 16.70 82.48 4.98 6.43%
Citigroup C 99.00 20.51 2.76 15.55%
CocaCola KO 15.20 52.88 1.85 3.63%
Disney DIS 14.20 30.69 0.96 3.23%
DuPont DD 10.60 40.30 0.85 2.15%
ExxonMobil XOM 34.60 77.66 3.60 4.86%
GenElec GE 62.50 25.50 2.40 10.39%
GenMotor GM 18.70 9.45 0.94 11.05%
HewlettPk HPQ 19.60 46.25 1.70 3.82%
HomeDpt HD 19.80 25.89 0.90 3.60%
Intel INTC 74.30 18.73 1.46 8.45%
IBM IBM 6.60 116.96 2.50 2.18%
JPMorgChas JPM 57.90 46.70 5.70 13.90%
JohnsJohns JNJ 16.50 69.28 2.38 3.56%
KftFoods KFT 10.40 32.75 0.89 2.79%
McDonalds MCD 10.90 61.70 1.54 2.56%
Merck MRK 12.20 31.56 1.22 4.02%
Microsoft MSFT 92.20 26.69 1.68 6.72%
Pfizer PFE 56.20 18.44 0.79 4.48%
ProctGamb PG 18.90 69.69 2.94 4.40%
3M MMM 6.20 68.31 1.99 3.00%
UnitedTech UTX 7.70 60.06 3.40 6.00%
Verizon VZ 19.90 32.09 1.47 4.80%
WalMart WMT 24.30 59.89 1.44 2.46%

Dow Jones Industrial AverageP/E: nil
LAST: 10850.66 s 485.27, or 4.68%

YEAR TO DATE: t 2,414.08, or 18.2%

OVER 52 WEEKS t 3,196.57, or 22.8%

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

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

Deutsche Bank $723 8.4% 11% 25% 57% 7%

JPMorgan 551 6.4% 22% 18% 47% 13%

Morgan Stanley 491 5.7% 29% 19% 50% 3%

Goldman Sachs 468 5.4% 12% 11% 74% 3%

Merrill Lynch 455 5.3% 18% 22% 59% 1%

RBS 400 4.6% 2% 34% 18% 45%

BNP Paribas 334 3.9% 1% 33% 27% 39%

Citi 334 3.9% 14% 30% 48% 8%

Credit Suisse 328 3.8% 23% 35% 37% 4%

Source: Dealogic

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

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

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

Fortis Bank 417 –223 235 301 ABN AMRO Bank 191 31 91 104

M real Corp 1183 –120 –32 –160 UBS AG 295 38 90 168

Glitnir banki 1428 –17 151 562 UniCredit  135 45 58 59

Carlton Comms 210 –3 –26 –60 Barclays Bank 259 49 115 129

Stagecoach Gp 81 –1 6 10 Dresdner Bank 156 50 65 69

Imperial Tob Gp 184 –1 7 34 Commerzbank 163 55 74 79

Centrica 111 –1 9 27 Gov & Co Bk Irlnd 363 60 111 163

FKI plc 168 –1 4 52 Dexia Cr Loc 542 74 171 335

Groupe Auchan 50 –1 1 9 Royal Bk Scotland 316 99 155 197

Endesa S A 100 –1 9 31 Rep Iceland 563 166 231 303

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

AXA S.A. France Full Line Insurance $66.4 22.90 6.24% –27.8% 1.0%

Rio Tinto U.K. General Mining 65.8 34.71 4.86 –17.7 50.5

Tesco U.K. Food Retailers & Whlslrs 54.3 3.88 4.79 –16.3 23.5

Deutsche Telekom Germany Mobile Telecom 66.0 10.77 4.56 –21.7 –29.5

HSBC Hldgs U.K. Banks 193.1 9.01 4.16 –1.2 –2.2

UniCredit Italy Banks $48.7 2.60 –12.62% –58.6 –44.8

Daimler Germany Automobiles 48.0 35.40 –4.09 –51.4 –22.2

Barclays U.K. Banks 47.4 3.27 –2.32 –46.0 –42.8

Deutsche Bk Germany Banks 36.9 49.54 –2.20 –47.0 –37.8

SAP Germany Software 66.0 37.67 –1.95 –9.5 3.5

...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

ING Groep 43.6 14.93 4.08% –53.0% –40.0%
Netherlands (Life Insurance)
Sanofi-Aventis S.A. 86.0 46.55 3.95 –22.3 –33.6
France (Pharmaceuticals)
Nestle S.A. 164.7 48.20 3.57 –6.7 24.2
Switzerland (Food Products)
Credit Suisse Grp 50.5 49.90 3.53 –38.1 –14.1
Switzerland (Banks)
ABB 43.8 21.12 3.43 –31.9 122.3
Switzerland (Industrial Machinery)
ArcelorMittal 71.5 35.15 3.38 –35.9 ...
Luxembourg (Iron & Steel)
Unilever 47.8 19.86 3.28 –8.0 –2.0
Netherlands (Food Products)
Koninklijke Philips Elec 28.0 19.09 3.27 –39.6 –16.0
Netherlands (Consumer Electronics)
Roche Hldg Part. Cert. 109.3 174.50 2.89 –18.1 –5.5
Switzerland (Pharmaceuticals)
E.ON 100.0 35.58 2.51 –16.5 41.2
Germany (Multiutilities)
BHP Billiton 50.1 12.59 2.19 –27.4 41.1
U.K. (General Mining)
Anglo Amer 44.4 18.55 2.15 –43.5 10.3
U.K. (General Mining)
Total S.A. 141.8 42.58 2.13 –23.5 –22.8
France (Integrated Oil & Gas)
Nokia 68.9 12.90 1.98 –50.8 –9.9
Finland (Telecom Equipment)
GlaxoSmithKline 123.4 12.11 1.85 –8.1 –16.9
U.K. (Pharmaceuticals)
Soc. Generale 51.4 62.00 1.85 –46.6 –31.0
France (Banks)
British Amer Tob 66.2 18.35 1.77 7.5 52.9
U.K. (Tobacco)
UBS 48.3 18.46 1.71 –68.7 –63.1
Switzerland (Banks)
Vodafone Grp 127.3 1.23 1.49 –30.1 –18.4
U.K. (Mobile Telecom)
Novartis 138.1 58.55 1.47 –9.2 –12.1
Switzerland (Pharmaceuticals)

GDF Suez 112.4 36.50 1.39% –0.4% 31.8%
France (Multiutilities)
Siemens 84.4 65.75 1.29 –33.5 0.9
Germany (Electronic Equipment)
Assicurazioni Gen 46.3 23.38 1.21 –25.0 –2.8
Italy (Full Line Insurance)
Astrazeneca 63.7 24.60 1.15 –2.0 –8.9
U.K. (Pharmaceuticals)
Banco Bilbao Viz 60.3 11.46 1.06 –33.0 –22.7
Spain (Banks)
ENI 104.6 18.60 1.03 –28.2 –23.0
Italy (Integrated Oil & Gas)
BNP Paribas S.A. 84.6 66.08 0.84 –17.3 3.0
France (Banks)
Intesa Sanpaolo 64.0 3.85 0.72 –30.1 –1.1
Italy (Banks)
Royal Dutch Shll 102.5 20.58 0.66 –28.0 –24.0
U.K. (Integrated Oil & Gas)
France Telecom 72.7 19.80 0.61 –15.6 –15.4
France (Fixed Line Telecom)
Allianz SE 61.2 96.28 0.53 –41.8 –15.4
Germany (Full Line Insurance)
Banco Santander 92.2 10.50 0.38 –24.4 –4.3
Spain (Banks)
BASF 44.8 33.75 0.33 –29.4 4.5
Germany (Commodity Chemicals)
Iberdrola S.A. 50.1 7.14 0.14 –31.3 20.6
Spain (Conventional Electricity)
Telefonica S.A. 111.0 16.79 –0.06 –13.5 25.4
Spain (Fixed Line Telecom)
BP 170.9 4.64 –0.64 –17.1 –29.2
U.K. (Integrated Oil & Gas)
L.M. Ericsson Tel B 27.4 64.00 –0.78 –50.5 –55.6
Sweden (Telecom Equipment)
Bayer 55.6 51.80 –0.82 –7.1 65.9
Germany (Specialty Chemicals)
Diageo 47.2 9.45 –1.10 –13.4 12.5
U.K. (Distillers & Vintners)
Royal Bk of Scot 52.8 1.79 –1.10 –60.3 –60.7
U.K. (Banks)

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 -3.12% -9.53% -12.0% -17.2% -17.0%
Merger Arbitrage -2.38% -6.19% -5.1% -4.8% -3.9%
Event Driven -2.65% -6.07% -8.2% -8.1% -8.9%
Distressed Securities -1.91% -8.57% -10.9% -15.4% -17.3%
Equity Market Neutral -0.23% -1.99% -5.7% -4.3% -2.9%
Equity Long/Short -3.18% -7.33% -11.6% -9.5% -7.4%

*Estimates as of 09/29/08, after fees; Source: www.djhedgefundindexes.com

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

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

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 10/1 1.23 99.85% 0.01% 1.25 1.23 1.24

Eur. High Volatility: 10/1 2.35 99.37 0.02 2.38 2.35 2.36

Europe Crossover: 10/1 5.85 99.04 0.06 5.86 5.82 5.85

Asia ex-Japan IG: 10/1 1.99 100.02 0.02 2.22 1.99 2.10

Japan: 10/1 1.59 99.59 0.02 1.73 1.58 1.65

 Note: Data as of September 29

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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WITZERLAND’S
current-account
surplus fell

more than 50% in the
second quarter from
a year earlier because
losses at banks’ for-
eign subsidiaries due
to financial-market
turmoil led to a sharp

drop in income from direct investment, the Swiss
National Bank said.

At 10 billion Swiss francs ($9.19 billion), the cur-
rent-account surplus was half the figure for the sec-
ond quarter of 2007. The decline was due largely to
investment income’s dropping 13 billion francs.
Trade in goods and services, by contrast, remained
dynamic, with the income surplus expanding three
billion francs to 16 billion francs. —Anita Greil

Current-account surplus
shrank in second quarter

I
TALIAN POLICE
made sweeping
arrests against

the mob, targeting a
powerful clan as well
as three suspects
linked to a recent
gangland-style slay-
ing of six African im-
migrants near Naples.

In a series of raids in Naples and surrounding areas,
where the Camorra crime syndicate is based, police
also seized assets valued at Œ100 million ($143.5 mil-
lion) and weapons, police and government officials
said. Interior Minister Roberto Maroni hailed the op-
eration as a serious blow to the Camorra organiza-
tion. More than 1,000 officers were involved in the
arrests of 26 suspects believed to be part of a
Camorra clan. —Associated Press
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Pakistan turns to tribal militias for help
Regional fighters
begin combating
pro-Taliban groups

Police descend upon mob,
gangland-killing suspects

By Zahid Hussain

Bajaur, Pakistan

T HE PAKISTANI army is back-
ing tribal militias that are ris-
ing to battle pro-Taliban

groups, a development that the gov-
ernment hopes will turn the tide
against insurgents here in the em-
battled northwest.

Pakistan’s military and intelli-
gence agencies say recent antigov-
ernment violence, including Sept.
20’s deadly bombing of the Marriott
Hotel in Islamabad, which killed 53,
is rooted in Islamist strongholds
along the border with Afghanistan,
in districts like Bajaur.

The militant groups here—Paki-
stanis allied with Taliban and al
Qaeda guerrillas in Afghanistan—
are trying to carve out Islamist en-
claves along the border. To fight
them, the government has deployed
more than 8,000 troops in the Ba-
jaur region. The army says it has
killed 1,000 militants in the six
weeks since the campaign started.
But a steady supply of Islamist gue-
rillas is pouring in from Pakistan
and Afghanistan, and the fighting
shows little sign of abating.

The tribal militias could provide a
counterweight. “The tribesmen have
risen against the militants. It could be
a turning point in our fight against mil-
itancy,” says Owais Ghani, governor of
North West Frontier Province. The
province is “providing them financial
as well as moral support,” he says.

A senior military officer calls Ba-
jaur “the center of gravity of the mili-
tant movement.” Military command-
ers say the struggle for control of the
tribal region is crucial to containing
the spread of Islamist militancy to
other parts of northwestern Pakistan.

“The threat of Bajaur radiates in
all directions and affects the entire re-
gion,” said Maj. Gen. Tariq Khan, the
commanding officer of the military
campaign in the region, last week.

The army-backed militia move-
ment has similarities with the Sunni
awakening in Iraq, where U.S.-sup-

ported Arab tribesmen turned
against al Qaeda fighters, says Tan-
veer Ahmed Khan, chairman of the Pa-
kistan Institute of Strategic Studies.

But some analysts worry the
emergence of the militias could esca-
late fighting in the border region
into a mini-civil war, pitting pro-
and anti-Taliban Pakistanis against
one another.

In the past few weeks, militias
have emerged in the Kurram and
Khyber tribal areas along the border
with Afghanistan, as well as in the
Dir district in North West Frontier
Province, according to residents and
officials. Initially, the Lashkars, as
the militias are known, were orga-
nized as indigenous resistance
groups without help from local gov-
ernment administrations, but now

both the military and the provincial
government support them.

Malik Munasib Khan, the white-
bearded chieftain of the Salarzai
tribe, leads one of the largest new mi-

litias. Sporting a white skullcap and
toting an old Soviet-made Kalashni-
kov rifle, Mr. Khan exhorts villagers
to fight the estimated 4,000 mili-
tants who have moved into the Ba-
jaur district during the past year.

“They are killing our people and
destroying our land,” he told hun-
dreds of men gathered at a dusty mar-
ket surrounded by mud houses in the
village of Raghagan last Friday.

The tribesmen—armed with ma-
chine guns and rocket launchers,
some dating from the Soviet Union’s
occupation of Afghanistan in the
1980s—responded with shouts of
“Allahu akbar!” or “God is great.”

The Salarzai militia claims to
have 4,000 armed fighters under its
control, a figure the Pakistani mili-
tary says it believes is accurate. Mili-

tia leaders say they have driven Af-
ghan Taliban and al Qaeda fighters
and other militants out of their re-
gion, torching their homes and in-
stallations. “We will not let any Tali-
ban enter our area,” says Ayaz Khan,
a member of the militia.

Initially, some in the Salarzai
tribe—one of five main tribes in the
Bajaur district—had been sympa-
thetic to the Islamists, who had
promised to restore law and order
to the loosely governed semiautono-
mous tribal area. But many rebelled
after the militants tried to impose a
harsh system of Islamic rule on the
local population. “Every family was
asked to give one male member for
fighting. They would forcibly take
people from their houses,” says mili-
tia member Mr. Khan.

B
RITAIN’S cur-
rent-account
deficit doubled

in the second quar-
ter, adding pressure
onto the pound and
new worries for the
Bank of England.

Combined with
the government’s de-

teriorating public finances, a widening current-ac-
count gap could further depress sterling. The Office
for National Statistics said Britain’s current account
deficit widened to £11 billion ($20 billion) from £5.5
billion in the first quarter, as investors unwound
stakes in the U.K. financial sector. Separate data
showed U.K. economic growth ground to a halt in
the second quarter, while business investment saw
its second straight quarterly decline. —Joe Parkinson
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Euro-zone consumer-price inflation eases
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By Emma Charlton

And Joellen Perry

Euro-zone consumer-price infla-
tion eased for the second month in
September, increasing expecta-
tions the European Central Bank at
its meeting Thursday will acknowl-
edge the mounting risks to growth
posed by financial-market turmoil.

The annual rate of consumer-
price inflation in the 15-country
area fell to 3.6% in September, down
from 3.8% in August, according to
European statistics agency Euro-
stat. Slowing inflation, the U.S.
House of Representatives’ rejection
of the $700 billion bailout plan and
the rescue of four European banks
this week raised economists’ expec-
tations that ECB policy makers
might cut their key rate soon.

“In the current environment,
it’s becoming increasingly difficult
for the ECB to maintain the view
that inflation remains the predomi-
nant concern,” said Marco Valli, an
economist at UniCredit Markets &
Investment Banking. “Our projec-
tions for the euro area see con-
sumer prices dropping below 3%
early next year and bottoming out
at 1.8% in July 2009.”

ECB policy makers have said the
euro-zone slowdown will be steeper

than they had expected but have
maintained inflation remains their
top priority. While the U.S. Federal Re-
serve has cut its key rate to 2% from
5.25% in September, 2007, the ECB
raised its key rate in July to a seven-
year high of 4.25% to combat infla-
tion pressures. At 3.6% in September,
inflation is well above the ECB’s pre-
ferred level of just below 2%.

But amid mounting financial-sec-

tor mayhem in Europe, signs infla-
tion may have peaked could give pol-
icy makers scope to acknowledge
mounting risks to euro-zone
growth. In recent days, Dutch-Bel-
gian bank Fortis NV, Belgium’s
Dexia SA and German commercial
property lender Hypo Real Estate
Holding AG have gotten govern-
ment support. The Irish govern-
ment issued sweeping deposit guar-

antees Tuesday to safeguard the
country’s banking system.

“The direct spillover from U.S.
markets and rising global risk aver-
sion is clear,” said Signe Roed-Fred-
eriksen, an economist at Danske
Bank. “Global growth prospects de-
cline every day the crisis rages on,
and confidence in banks around the
globe is crashing.”

Interest-rate futures Tuesday
suggested a 56% chance of a quarter-
point cut at the ECB’s meeting
Thursday, but most economists in a
recent Reuters survey said they be-
lieve policy makers won’t lower
their key rate until later this year or
early next year.

Among signs of slowing prices,
French producer prices fell 0.5% on
the month in August after rising
0.7% on the month in July, French sta-
tistics office Insee said Tuesday.

Euro-zone money-market ten-
sions are also worsening, which
could increase pressure on policy
makers to consider cutting rates.
Amid fears of default, banks are mak-
ing heavy use of the ECB’s overnight
lending and deposit facilities, rather
than entrust their cash with other
banks. The interest rate on the ECB’s
overnight dollar auction also surged
to 11% from 3% on Monday, a sign
banks are desperate for cash.
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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.

2.96% 11 World -a % % 219.83 0.42% –29.7% 4.85% 14 U.S. Select Dividend -b % % 722.81 2.97% –21.7%

3.02% 11 Stoxx Global 1800 205.00 2.90% –28.9% 215.02 0.13% –29.4% 4.16% 15 Infrastructure 1436.00 0.16% –23.7% 1961.84 –0.56% –22.7%

3.43% 11 Stoxx 600 256.00 1.84% –33.1% 268.61 –0.90% –33.6% 2.02% 10 Luxury 775.30 –0.18% –36.9% 941.86 –0.91% –36.1%

3.52% 11 Stoxx Large 200 277.20 1.76% –32.6% 289.22 –0.97% –33.1% 1.73% 10 BRIC 50 333.10 0.83% –36.7% 455.07 0.10% –35.9%

2.87% 13 Stoxx Mid 200 223.80 2.28% –35.1% 233.51 –0.47% –35.6% 9.14% 5 Africa 50 821.90 0.18% –22.6% 747.49 –0.55% –21.6%

3.17% 11 Stoxx Small 200 141.30 2.04% –36.7% 147.34 –0.71% –37.2% 6.64% 9 GCC 40 873.70 2.75% –8.7% 778.97 –0.01% –9.4%

3.41% 10 Euro Stoxx 282.60 1.22% –33.5% 296.47 –1.50% –34.0% 3.65% 10 Sustainability 832.80 1.28% –30.7% 996.46 –0.57% –30.6%

3.51% 10 Euro Stoxx Large 200 304.10 1.02% –33.6% 316.99 –1.70% –34.1% 2.44% 12 Islamic Market -a % % 1829.52 0.68% –25.4%

2.88% 13 Euro Stoxx Mid 200 251.70 2.17% –33.0% 262.28 –0.58% –33.5% 2.76% 11 Islamic Market 100 1660.20 2.58% –24.2% 2013.53 0.71% –24.1%

3.02% 12 Euro Stoxx Small 200 156.20 2.32% –34.0% 162.68 –0.43% –34.5% 6.03% 7 Islamic Turkey -c 2352.40 % –21.7% % %

7.99% 7 Stoxx Select Dividend 30 1616.50 2.21% –49.5% 1943.16 –0.54% –49.9% 2.31% 16 Wilshire 5000 % % 11557.73 2.08% –25.9%

5.40% 7 Euro Stoxx Select Div 30 1897.90 3.22% –43.6% 2290.28 0.45% –44.1% % DJ-AIG Commodity 164.10 2.66% –4.4% 167.37 –0.10% –5.2%

*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 1.2680 2.2599 1.1316 0.1820 0.0494 0.2145 0.0119 0.3667 1.7808 0.2387 1.1939 ...

 Canada 1.0621 1.8928 0.9478 0.1525 0.0413 0.1796 0.0100 0.3071 1.4916 0.2000 ... 0.8376

 Denmark 5.3113 9.4661 4.7399 0.7625 0.2067 0.8984 0.0500 1.5359 7.4595 ... 5.0010 4.1888

 Euro 0.7120 1.2690 0.6354 0.1022 0.0277 0.1204 0.0067 0.2059 ... 0.1341 0.6704 0.5615

 Israel 3.4580 6.1630 3.0860 0.4964 0.1346 0.5849 0.0326 ... 4.8566 0.6511 3.2560 2.7272

 Japan 106.1200 189.1324 94.7035 15.2349 4.1303 17.9502 ... 30.6883 149.0402 19.9800 99.9200 83.6915

 Norway 5.9119 10.5365 5.2759 0.8487 0.2301 ... 0.0557 1.7096 8.3030 1.1131 5.5665 4.6624

 Russia 25.6933 45.7919 22.9292 3.6886 ... 4.3460 0.2421 7.4301 36.0850 4.8375 24.1922 20.2630

 Sweden 6.9656 12.4144 6.2162 ... 0.2711 1.1782 0.0656 2.0143 9.7828 1.3115 6.5586 5.4934

 Switzerland 1.1206 1.9971 ... 0.1609 0.0436 0.1895 0.0106 0.3240 1.5738 0.2110 1.0551 0.8837

 U.K. 0.5611 ... 0.5007 0.0806 0.0218 0.0949 0.0053 0.1623 0.7880 0.1056 0.5283 0.4425

 U.S. ... 1.7823 0.8924 0.1436 0.0389 0.1692 0.0094 0.2892 1.4044 0.1883 0.9416 0.7887

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 487.50 –25.50 –4.97% 799.25 258.50
Soybeans (cents/bu.) CBOT 1045.00 –49.00 –4.48 1,636.75 622.00
Wheat (cents/bu.) CBOT 680.00 12.00 1.80% 1,284.25 430.00
Live cattle (cents/lb.) CME 100.375 0.500 0.50 115.325 96.900
Cocoa ($/ton) ICE-US 2,558 1 0.04 3,273 1,845
Coffee (cents/lb.) ICE-US 130.45 0.20 0.15 178.90 123.40
Sugar (cents/lb.) ICE-US 13.66 –0.23 –1.66 15.85 9.89
Cotton (cents/lb.) ICE-US 57.25 –0.13 –0.23 98.45 55.11
Crude palm oil (ringgit/ton) MDEX 2,090.00 –35 –1.65 3,665 1,988
Cocoa (pounds/ton) LIFFE 1,480 12 0.82 1,706 979
Robusta coffee ($/ton) LIFFE 2,044 –29 –1.40 2,747 1,711

Copper (cents/lb.) COMEX 287.90 –2.75 –0.95 404.50 220.00
Gold ($/troy oz.) COMEX 880.80 –13.60 –1.52 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1227.50 –75.00 –5.76 2,155.00 601.00
Aluminum ($/ton) LME 2,445.50 –14.50 –0.59 3,340.00 2,390.00
Tin ($/ton) LME 17,100.00 –650.00 –3.66 25,450 14,545
Copper ($/ton) LME 6,398.00 –152.00 –2.32 8,811.00 6,335.00
Lead ($/ton) LME 1,825.00 –30.00 –1.62 3,875.00 1,564.00
Zinc ($/ton) LME 1,679.00 –28.00 –1.64 3,169.50 1,638.00
Nickel ($/ton) LME 16,050 –645 –3.86 34,050 16,050

Crude oil ($/bbl.) NYMEX 100.64 4.27 4.43 148.47 57.75
Heating oil ($/gal.) NYMEX 2.8947 0.1062 3.81 4.2500 1.9895
RBOB gasoline ($/gal.) NYMEX 2.4577 0.0962 4.07 3.5475 1.9605
Natural gas ($/mmBtu) NYMEX 7.438 0.217 3.01 13.998 4.750
Brent crude ($/bbl.) ICE-EU 99.56 4.19 4.39 150.12 54.51
Gas oil ($/ton) ICE-EU 911.25 –6.50 –0.71 1,357.50 739.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 30
Per In

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

Argentina peso-a 4.3942 0.2276 3.1288 0.3196

Brazil real 2.7088 0.3692 1.9288 0.5185
Canada dollar 1.4916 0.6704 1.0621 0.9416

1-mo. forward 1.4890 0.6716 1.0602 0.9432
3-mos. forward 1.4869 0.6725 1.0587 0.9445
6-mos. forward 1.4875 0.6723 1.0591 0.9442

Chile peso 775.05 0.001290 551.85 0.001812
Colombia peso 3067.18 0.0003260 2183.90 0.0004579
Ecuador US dollar-f 1.4044 0.7120 1 1
Mexico peso-a 15.4380 0.0648 10.9922 0.0910
Peru sol 4.1733 0.2396 2.9715 0.3365
Uruguay peso-e 28.932 0.0346 20.600 0.0485
U.S. dollar 1.4044 0.7120 1 1
Venezuela bolivar 3015.78 0.000332 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.7808 0.5615 1.2680 0.7887
China yuan 9.6107 0.1041 6.8430 0.1461
Hong Kong dollar 10.9081 0.0917 7.7668 0.1288
India rupee 65.272 0.0153 46.475 0.0215
Indonesia rupiah 13244 0.0000755 9430 0.0001061
Japan yen 149.04 0.006710 106.12 0.009423

1-mo. forward 148.29 0.006744 105.58 0.009471
3-mos. forward 147.03 0.006801 104.69 0.009552
6-mos. forward 146.04 0.006847 103.99 0.009617

Malaysia ringgit-c 4.8348 0.2068 3.4425 0.2905
New Zealand dollar 2.1074 0.4745 1.5005 0.6665
Pakistan rupee 109.442 0.0091 77.925 0.0128
Philippines peso 66.086 0.0151 47.055 0.0213
Singapore dollar 2.0100 0.4975 1.4312 0.6987
South Korea won 1695.10 0.0005899 1206.95 0.0008285
Taiwan dollar 45.230 0.02211 32.205 0.03105
Thailand baht 47.527 0.02104 33.840 0.02955

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

Euro zone euro 1 1 0.7120 1.4045
1-mo. forward 0.9967 1.0033 0.7096 1.4092
3-mos. forward 0.9961 1.0039 0.7092 1.4100
6-mos. forward 0.9973 1.0027 0.7101 1.4083

Czech Rep. koruna-b 24.520 0.0408 17.459 0.0573
Denmark krone 7.4595 0.1341 5.3113 0.1883
Hungary forint 242.14 0.004130 172.41 0.005800
Malta lira 0.4114 2.4306 0.2929 3.4137
Norway krone 8.3030 0.1204 5.9119 0.1692
Poland zloty 3.3871 0.2952 2.4117 0.4146
Russia ruble-d 36.085 0.02771 25.693 0.03892
Slovak Rep. koruna 30.3263 0.03297 21.5930 0.04631
Sweden krona 9.7828 0.1022 6.9656 0.1436
Switzerland franc 1.5738 0.6354 1.1206 0.8924

1-mo. forward 1.5688 0.6374 1.1170 0.8952
3-mos. forward 1.5611 0.6406 1.1115 0.8997
6-mos. forward 1.5575 0.6421 1.1090 0.9018

Turkey lira 1.7866 0.5597 1.2721 0.7861
U.K. pound 0.7880 1.2690 0.5611 1.7823

1-mo. forward 0.7859 1.2723 0.5596 1.7869
3-mos. forward 0.7858 1.2726 0.5595 1.7873
6-mos. forward 0.7888 1.2677 0.5617 1.7804

MIDDLE EAST/AFRICA
Bahrain dinar 0.5295 1.8884 0.3771 2.6522
Egypt pound-a 7.6430 0.1308 5.4420 0.1838
Israel shekel 4.8566 0.2059 3.4580 0.2892
Jordan dinar 0.9949 1.0051 0.7084 1.4116
Kuwait dinar 0.3750 2.6670 0.2670 3.7457
Lebanon pound 2109.48 0.0004741 1502.00 0.0006658
Saudi Arabia riyal 5.2821 0.1893 3.7610 0.2659
South Africa rand 11.6373 0.0859 8.2860 0.1207
United Arab dirham 5.1589 0.1938 3.6733 0.2722
SDR -f 0.9019 1.1088 0.6422 1.5572

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 600 256.05 4.62 1.84% –29.8% –33.1%

 11 DJ Stoxx 50 2635.13 46.41 1.79 –28.5% –31.8%

 10 Euro Zone DJ Euro Stoxx 282.61 3.41 1.22 –31.9% –33.5%

 10 DJ Euro Stoxx 50 3038.20 30.01 1.00 –30.9% –31.4%

 8 Austria ATX 2767.76 11.06 0.40 –38.7% –40.3%

 8 Belgium Bel-20 2672.20 82.73 3.19 –35.3% –38.8%

 11 Czech Republic PX 1204.7 –0.8 –0.07% –33.6% –34.7%

 12 Denmark OMX Copenhagen 325.11 –6.23 –1.88 –27.6% –32.7%

 9 Finland OMX Helsinki 6936.73 53.70 0.78 –40.2% –43.3%

 9 France CAC-40 4032.10 78.62 1.99 –28.2% –30.5%

 12 Germany DAX 5831.02 23.94 0.41 –27.7% –26.6%

 … Hungary BUX 18868.90 155.11 0.83 –28.1% –33.0%

 2 Ireland ISEQ 3550.63 259.11 7.87 –48.8% –56.9%

 8 Italy S&P/MIB 25530 –273 –1.06 –33.8% –36.9%

 5 Netherlands AEX 331.45 7.90 2.44 –35.7% –39.0%

 7 Norway All-Shares 375.62 18.05 5.05 –34.1% –34.2%

 17 Poland WIG 37367.33 512.55 1.39 –32.9% –38.9%

 11 Portugal PSI 20 8033.23 147.36 1.87 –38.3% –35.1%

 … Russia RTSI 1211.84 17.73 1.48% –47.1% –42.5%

 10 Spain IBEX 35 10987.5 41.8 0.38 –27.6% –25.7%

 15 Sweden OMX Stockholm 245.23 –0.97 –0.39% –30.3% –38.1%

 12 Switzerland SMI 6654.89 154.76 2.38 –21.6% –26.7%

 … Turkey ISE National 100 36051.30 Closed –35.1% –34.1%

 9 U.K. FTSE 100 4902.45 83.68 1.74 –24.1% –24.6%

 12 ASIA-PACIFIC DJ Asia-Pacific 110.55 –4.87 –4.22 –30.1% –34.1%

 … Australia SPX/ASX 200 4600.5 –206.9 –4.30 –27.4% –30.9%

 … China CBN 600 17780.97 Closed –57.1% –58.6%

 11 Hong Kong Hang Seng 18016.21 135.53 0.76 –35.2% –36.1%

 14 India Sensex 12860.43 264.68 2.10 –36.6% –25.8%

 … Japan Nikkei Stock Average 11259.86 –483.75 –4.12 –26.4% –33.9%

 … Singapore Straits Times 2358.91 –2.43 –0.10 –31.9% –36.9%

 11 South Korea Kospi 1448.06 –8.30 –0.57 –23.7% –28.1%

 12 AMERICAS DJ Americas 294.22 8.52 2.98 –21.9% –25.2%

 … Brazil Bovespa 48126.09 2098.03 4.56 –24.7% –22.6%

 12 Mexico IPC 24550.61 594.94 2.48 –16.9% –22.1%

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

GLOBAL MARKETS LINEUP

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

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.90% 14 ALL COUNTRY (AC) WORLD* 290.10 –6.84%–28.1% –25.9%

2.90% 14 World (Developed Markets) 1,163.53 –6.95%–26.8% –25.5%

2.60% 15 World ex-EMU 135.22 –7.06%–25.3% –24.9%

2.70% 14 World ex-UK 1,158.33 –6.93%–26.1% –24.7%

3.70% 11 EAFE 1,588.97 –4.99%–29.5% –27.4%

2.70% 12 Emerging Markets (EM) 775.06 –5.91%–37.8% –28.7%

4.20% 10 EUROPE 87.86 –5.41%–31.1% –33.0%

4.30% 10 EMU 185.71 –6.34%–33.6% –28.6%

4.00% 11 Europe ex-UK 96.39 –5.16%–30.9% –31.6%

5.70% 8 Europe Value 99.71 –6.19%–34.2% –37.9%

2.70% 14 Europe Growth 75.31 –4.65%–27.9% –28.1%

3.30% 12 Europe Small Cap 142.99 –5.60%–33.6% –41.3%

2.40% 9 EM Europe 277.71 –6.94%–42.3% –34.0%

4.50% 10 UK 1,430.32 –5.32%–25.5% –24.3%

3.60% 12 Nordic Countries 132.22 –6.44%–35.9% –38.5%

1.60% 8 Russia 769.08 –9.60%–48.8% –35.6%

3.30% 14 South Africa 596.93 –4.22%–16.3% –14.6%

3.50% 13 AC ASIA PACIFIC EX-JAPAN 332.09 –3.44%–37.3% –30.0%

1.90% 15 Japan 710.09 –1.87%–24.5% –30.5%

2.30% 15 China 45.32 –5.14%–46.9% –39.1%

1.10% 17 India 499.18 –3.95%–41.6% –19.1%

2.20% 10 Korea 402.86 –1.37%–22.1% –20.3%

5.30% 12 Taiwan 232.35 0.00%–30.4% –33.1%

2.10% 18 US BROAD MARKET 1,219.48 –8.48%–23.6% –23.9%

1.50% 35 US Small Cap 1,655.37 –6.84%–16.6% –19.4%

2.50% 12 EM LATIN AMERICA 3,003.75 –11.23% –31.7% –18.4%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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U.S. Pentagon seeks to sell
new fighter jets to Israel

Corporate News

Parents in China file suit over tainted milk
First reported claim
seeks compensation
for sick 1-year-old

A
FP

New moniker
Matsushita renames itself
Panasonic as it shifts focus
outside Japan > Page 7

A market in Nanjing, China, makes copies of test reports available to customers to
verify that dairy products are free of melamine contamination.

By Sky Canaves

And Juliet Ye

HONG KONG—The parents of a
1-year-old boy allegedly sickened by
tainted milk powder filed a lawsuit
against the manufacturer, accord-
ing to state media, in what appears
to be the first challenge to official ef-
forts to keep the scandal out of Chi-
na’s courts.

China’s official media and the
family’s lawyers said the suit, filed
in a court in Zhenping county in
Henan province, was the first filed
in relation to illness caused by milk
tainted with the industrial chemical
melamine. The suit was filed last
week against dairy company Shijiaz-
huang Sanlu Group Co., but has yet
to be accepted by the court. As is
common in China, the filing isn’t
publicly available.

Sanlu’s officials couldn’t be
reached for comment. China’s com-
panies and government offices are
closed this week for a holiday.

The family’s attorneys, Zhang
Xingkuan and Ji Cheng of Beijing’s
Deheng Law Office, declined to dis-

close the names of their clients. Mr.
Zhang said they are seeking compen-
sation of 150,000 yuan ($21,900) to
cover hospital fees, travel expenses,
time off from work and other costs.
The attorney said that the parents
claim the boy developed kidney
stones from drinking Sanlu, and
that they had more than 90 empty
bags of Sanlu milk powder their son
had consumed as proof.

On Sept. 13, Chinese authorities
promised free treatment to all chil-
dren sickened by tainted dairy prod-
ucts, although detailed guidelines
on eligibility for treatment haven’t
been made public. Some hospitals
have narrowly interpreted the obli-
gation to provide care at no cost.

For parents such as Mr. Zhang’s
clients, who have been paying
out-of-pocket for their son’s medi-
cal care since June, the govern-
ment’s promises haven’t helped,
said Mr. Zhang. He said the family
was instructed by the Beijing hospi-
tal where their son was transferred
to seek reimbursement back home
in Henan.

The Chinese government has
been struggling to contain the
scandal over the contamination of
dairy products, which has led to
the deaths of as many as four chil-
dren in China and sickened more
than 54,000. On Sunday, Prime Min-
ister Wen Jiabao said the govern-

ment would fix the domestic dairy
industry.

Product liability suits are rare in
China’s developing legal system, al-
though the Chinese are becoming in-
creasingly aware of their legal
rights in pursuing cases.

Because courts and even private
lawyers aren’t independent of the
government, officials often take a di-
rect role in dealing with victims in
high-profile incidents. In the after-
math of May’s Sichuan earthquake,
the parents of children who died in
collapsed schools were dissuaded
from turning to courts while the gov-
ernment conducted investigations.

The Sanlu lawsuit comes as some
lawyers who offered to assist fami-
lies of sickened children report being
pressured to stay away from the is-
sue. Beijing lawyer Li Fangping, who
organized a group of over 120 volun-
teer lawyers around China to provide
free legal advice to families affected
by tainted milk, said he has received
numerous calls from lawyers in the
volunteer network who said they are
facing pressure from local officials to
refrain from getting involved.

“The situation has been very crit-
ical,” said Mr. Li, “especially in
Henan province.” Mr. Li said he was
summoned by Beijing judicial au-

thorities on Monday to discuss his
work and was instructed to await
their reply on how to proceed.

The All China Lawyers Associa-
tion, the official bar association that
acts as an intermediary between its
members and the government,
couldn’t be reached for comment.

Mr. Zhang said he isn’t involved
with the volunteers and hasn’t been
told to drop the case against Sanlu.
“My partner and I will continue
working with the parents,” he said.

On Tuesday, more products with
Chinese-made ingredients were re-
called outside of mainland China. Uni-
lever Hong Kong Ltd, a subsidiary of
the Anglo-Dutch consumer-products
giant Unilever, said it would recall
four batches of Lipton milk tea pow-
der sold in Hong Kong and Macau af-
ter its tests found melamine in the
products. Unilever spokesman
Trevor Gorin said the scope of the re-
call was “relatively contained.”

Hong Kong authorities also said
they found tainted Pocky Men’s cof-
fee-cream-coated biscuit sticks
made by Ezaki Glico Co. of Japan,
and tainted coconut and walnut
cakes from Tian Le Yuan Foods Co.
of China.

South Korean health authorities
said they found melamine in Ritz
cheese sandwich crackers made by
Nabisco. A spokesman for Kraft
Foods Inc., which owns Nabisco,
said that the Ritz crackers in ques-
tion were made in China and sold
only in South Korea.
 —Aaron O. Patrick in London

contributed to this article.

ECONOMY & POLITICS

By August Cole

The U.S. Defense Department
formally notified Congress that it
wants to sell Israel as many as 75 of
the latest model fighter jet, which
is being developed under a contract
led by Lockheed Martin Corp.

A sale could be worth as much as
$15 billion. It would mark the first
order from outside the original
team of countries working on the
F-35 Lightning II, also known as the
Joint Strike Fighter.

The aircraft is designed to re-
place an array of fighter and attack
jets in the American arsenal. Many
foreign buyers use those same
planes and also are seeking to up-
grade. Lockheed is the lead contrac-
tor, and the engines for the jets will
come from either United Technolo-
gies Corp.’s Pratt & Whitney unit or
General Electric Co.

According to the Pentagon, the
F-35 program will cost almost
$300 billion to develop and buy
about 2,400 planes, including dif-
ferent versions of the aircraft for
the Air Force, Navy and Marines.

Israel has indicated that it
wants at least 25 jets based on the
Air Force version. It may buy an ad-
ditional 50 jets, which could in-
clude a model being developed for
the Marines that is capable of short
takeoffs and vertical landings. The
deal includes spare parts and ser-
vices.

In its announcement, the Penta-
gon’s Defense Security Coopera-
tion Agency said it told Congress
last week about the possible sale.
For Israel, the agency said, the
planes will “enhance its air-to-air
and air-to-ground self-defense ca-
pacity.” Such a deal won’t “affect
the basic military balance in the re-
gion,” according to the agency.

A Lockheed spokesman said the
sale “would be an important first
step in expanding interest in the
Joint Strike Fighter beyond the U.S.
government and eight interna-
tional F-35 partner nations.”

Foreign sales of the F-35 are key
for Lockheed and the Pentagon,
which hopes to keep costs down by
spreading them out over more
planes. Eight U.S. allies, including
the U.K. and Australia, are involved
in developing the plane and likely
will buy jets as well.

The U.S. is expected to get the
first deliveries in 2010. Other coun-
tries would receive them in batches
in subsequent years.

The announcement marks the
latest in a series of significant U.S.
arms sales to the region. Iraq is in-
terested in advanced tanks, fight-
ers and helicopters and has more
than $10 billion of U.S. weapons
deals lined up. The United Arab
Emirates is set to get sophisticated
antimissile systems worth more
than $7 billion.

If Israel gets F-35s, its air force
will operate the most advanced
planes in the region.

Presidential debate from Mississippi

Vice-Presidential debate from Missouri

Presidential debate from Tennessee

Presidential debate from New York

America Votes

Sept 26th

Oct 2nd

Oct 7th

Oct 15th

Nov 4th

For the latest in the race to the
White House stay tuned to
CNN International

Fighting words-
the candidates
prepare for the
Presidential
Debates.

It’s an American election but a global affair.
The result will affect us all

CNN Today - Weekdays from 06.00 CET

cnn.com/americavotes
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PF (LUX)-CHF Liq-Pca CH MM LUX 09/26 CHF 123.83 1.5 2.2 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/26 CHF 95.59 1.5 2.2 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 09/26 EUR 159.56 –28.3 –30.7 –9.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/26 USD 94.33 –31.0 –28.2 –2.7
PF (LUX)-East Eu-Pca EU EQ LUX 09/26 EUR 293.51 –42.9 –37.2 –8.8
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 09/29 USD 135.64 –41.3 –40.0 –2.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/29 USD 446.36 –39.2 –37.3 –2.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/26 EUR 102.50 –24.9 –26.9 –9.0
PF (LUX)-EUR Bds-Pca EU BD LUX 09/26 EUR 361.75 0.1 0.4 –1.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/26 EUR 284.08 0.1 0.4 –1.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/26 EUR 124.85 –4.8 –4.9 –3.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/26 EUR 91.01 –4.8 –4.9 –3.2
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/26 EUR 125.15 –12.6 –14.7 –6.7
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/26 EUR 80.94 –12.6 –14.7 –6.7
PF (LUX)-EUR Liq-Pca EU MM LUX 09/26 EUR 133.52 2.8 3.8 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/26 EUR 99.74 2.8 3.8 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/26 EUR 426.50 –30.1 –33.3 –11.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/26 EUR 135.61 –26.4 –30.7 –13.2
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/26 USD 194.74 –3.0 –0.1 3.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/26 USD 138.85 –2.9 –0.1 3.5
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 09/26 USD 18.14 –25.4 –26.6 –8.2
PF (LUX)-Gr China-Pca AS EQ LUX 09/29 USD 262.78 –38.6 –40.1 5.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/29 USD 259.36 –51.1 –40.5 –2.8
PF (LUX)-Jap Index-Pca JP EQ LUX 09/29 JPY 10903.80 –23.2 –30.0 –14.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/29 JPY 10099.12 –24.6 –34.7 –19.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/29 JPY 9873.63 –25.0 –35.1 –19.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/29 JPY 5326.53 –22.7 –30.7 –19.4
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/29 USD 222.99 –30.1 –31.1 3.4
PF (LUX)-Piclife-Pca CH BA LUX 09/26 CHF 765.83 –9.9 –11.8 –4.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/26 EUR 58.74 –23.6 –28.5 –10.3
PF (LUX)-Rus Eq-Pca EE EQ LUX 09/26 USD 56.14 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 09/26 USD 87.72 –21.4 –24.3 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/26 EUR 451.98 –26.8 –30.9 –8.2
PF (LUX)-US Eq-Ica US EQ LUX 09/26 USD 110.84 –13.9 –14.4 –0.7
PF (LUX)-USA Index-Pca US EQ LUX 09/26 USD 96.83 –16.5 –19.4 –3.5
PF (LUX)-USD Bds-Pca US BD LUX 09/26 USD 487.00 3.2 6.9 4.9
PF (LUX)-USD Bds-Pdi US BD LUX 09/26 USD 367.94 3.2 6.9 4.9
PF (LUX)-USD Liq-Pca US MM LUX 09/26 USD 129.50 1.9 3.0 3.9
PF (LUX)-USD Liq-Pdi US MM LUX 09/26 USD 87.29 1.9 3.1 3.9
PF (LUX)-Water-Pca GL EQ LUX 09/26 EUR 128.25 –17.9 –18.0 –3.9
PF (LUX)-WldGovBds-Pca GL BD LUX 09/26 USD 151.55 3.0 7.6 5.9
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/26 USD 128.25 3.0 7.6 5.9
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 09/26 USD 71.89 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 09/29 USD 10.07 –30.4 –31.8 –11.3
Japan Fund USD JP EQ IRL 09/30 USD 13.75 –18.3 –24.3 –12.3

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 08/29 USD 91.52 –9.3 –6.8 NS
Discovery USD A OT OT CYM 08/29 USD 115.27 3.3 15.0 9.3
Elbrus USD A GL EQ CYM 08/29 USD 12.17 –25.7 –10.6 12.4
Europn Conviction USD B EU EQ CYM 08/29 USD 118.01 3.3 9.2 7.2
Europn Forager USD B OT OT CYM 08/29 USD 198.32 –3.3 –4.8 8.4
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 08/29 USD 13.89 1.9 2.4 16.3
Paragon Limited USD A EU EQ CYM 08/29 USD 307.57 11.9 27.2 21.1
UK Fund USD A OT OT CYM 08/29 USD 169.04 6.3 1.9 6.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/17 USD 85.03 NS –19.7 2.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/29 EUR 714.99 –27.4 –29.7 NS
Core Eurozone Eq B EU EQ IRL 09/29 EUR 810.14 NS NS NS
Euro Fixed Income A EU BD IRL 09/29 EUR 1171.90 –6.2 –7.1 –4.6
Euro Fixed Income B EU BD IRL 09/29 EUR 1241.70 –5.7 –6.5 –4.0
Euro Small Cap A EU EQ IRL 09/29 EUR 1168.55 –33.6 –39.2 –19.1
Euro Small Cap B EU EQ IRL 09/29 EUR 1242.36 –33.3 –38.9 –18.6

Eurozone Agg Eq A EU EQ IRL 09/29 EUR 638.70 –33.3 –36.2 NS
Eurozone Agg Eq B EU EQ IRL 09/29 EUR 911.18 –33.0 –35.8 –14.0
Glbl Bd (EuroHdg) A GL BD IRL 09/29 EUR 1253.23 –3.1 –2.7 –1.2
Glbl Bd (EuroHdg) B GL BD IRL 09/29 EUR 1319.04 –2.7 –2.1 –0.6
Glbl Bd A EU BD IRL 09/29 EUR 988.23 –2.0 –3.3 –4.4
Glbl Bd B EU BD IRL 09/29 EUR 1044.31 –1.5 –2.7 –3.8
Glbl Real Estate A OT EQ IRL 09/29 USD 990.32 –22.1 –30.5 –10.3
Glbl Real Estate B OT EQ IRL 09/29 USD 1013.40 –21.7 –30.1 –9.7
Glbl Real Estate EH-A OT EQ IRL 09/29 EUR 925.29 –21.1 –30.0 –12.6
Glbl Real Estate SH-B OT EQ IRL 09/29 GBP 87.83 –20.0 –28.6 –10.8
Glbl Strategic Yield A EU BD IRL 09/29 EUR 1391.73 –6.9 –7.6 –1.6
Glbl Strategic Yield B EU BD IRL 09/29 EUR 1478.12 –6.4 –7.0 –1.0
Japan Equity A JP EQ IRL 09/29 JPY 13811.00 –25.7 –33.8 –17.4
Japan Equity B JP EQ IRL 09/29 JPY 14611.00 –25.4 –33.4 –16.9
Multi St Cash Plus EH-A GL EQ IRL 09/29 EUR 1002.04 –1.0 –0.5 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/29 USD 1716.43 –35.1 –35.8 –2.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/29 USD 1817.75 –34.9 –35.4 –1.6
Pan European Eq A EU EQ IRL 09/29 EUR 922.98 –32.1 –35.0 –15.0
Pan European Eq B EU EQ IRL 09/29 EUR 977.78 –31.8 –34.5 –14.5
US Equity A US EQ IRL 09/29 USD 848.82 –26.8 –28.3 –7.5
US Equity B US EQ IRL 09/29 USD 902.04 –26.5 –27.9 –6.9
US Small Cap A US EQ IRL 09/29 USD 1330.08 –22.6 –25.8 –6.1
US Small Cap B US EQ IRL 09/29 USD 1414.31 –22.2 –25.4 –5.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 09/30 SEK 76.74 –34.2 –38.9 –17.7
Choice Japan Fd JP EQ LUX 09/30 JPY 57.05 –27.8 –35.0 –20.5
Choice Jpn Chance/Risk JP EQ LUX 09/30 JPY 60.27 –32.7 –38.5 –19.1
Choice NthAmChance/Risk US EQ LUX 09/30 USD 3.86 –26.2 –27.0 –8.3
Europe 2 Fd EU EQ LUX 09/30 EUR 0.93 –36.0 –38.2 –16.4
Europe 3 Fd EU EQ LUX 09/30 GBP 3.22 –31.6 –30.3 –9.6
Global Chance/Risk Fd GL EQ LUX 09/29 EUR 0.60 –24.1 –28.6 –13.4
Global Fd GL EQ LUX 09/30 USD 2.16 –27.1 –29.4 –8.0
Intl Mixed Fd -C- NO BA LUX 09/30 USD 26.74 –19.7 –20.7 –3.8
Intl Mixed Fd -D- NO BA LUX 09/30 USD 18.87 –19.7 –20.7 –2.5
Wireless Fd OT EQ LUX 09/30 EUR 0.13 –33.9 –37.3 –11.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 09/30 USD 5.51 –39.4 –40.9 –6.2
Currency Alpha EUR -IC- OT OT LUX 09/30 EUR 10.77 5.4 3.4 NS
Currency Alpha EUR -RC- OT OT LUX 09/30 EUR 10.72 5.0 2.9 NS
Currency Alpha SEK -ID- OT OT LUX 09/30 SEK 104.40 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 09/30 SEK 104.87 NS NS NS
Generation Fd 80 OT OT LUX 09/30 SEK 7.49 –20.8 NS NS
Nordic Focus EUR NO EQ LUX 09/30 EUR 69.16 –30.1 NS NS
Nordic Focus NOK NO EQ LUX 09/30 NOK 71.80 NS NS NS
Nordic Focus SEK NO EQ LUX 09/30 SEK 72.08 –27.6 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 09/30 USD 0.99 –39.4 –41.2 –5.1
Choice North America Eq. Fd US EQ LUX 09/30 USD 1.80 –25.7 –27.0 –9.3
Ethical Global Fd GL EQ LUX 09/30 USD 0.80 –27.0 –30.1 –9.1
Ethical Sweden Fd NO EQ LUX 09/30 SEK 34.11 –23.4 –30.2 –8.5
Europe Fd EU EQ LUX 09/30 USD 2.20 –38.1 –38.2 –3.4
Global Equity Fd GL EQ LUX 09/30 USD 1.39 –26.6 –29.2 –6.8
Index Linked Bd Fd SEK OT BD LUX 09/30 SEK 12.82 2.6 5.3 2.9
Medical Fd OT EQ LUX 09/30 USD 3.26 –15.3 –14.0 –4.0
Short Medium Bd Fd SEK NO MM LUX 09/30 SEK 9.06 2.0 2.8 2.7
Technology Fd OT EQ LUX 09/30 USD 2.01 –29.5 –29.6 –7.7
World Fd GL EQ LUX 09/30 USD 2.05 –23.3 –26.0 0.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 09/30 EUR 1.26 1.5 1.9 2.3
Short Bond Fd SEK NO MM LUX 09/30 SEK 21.30 1.5 2.4 2.5
Short Bond Fd USD US MM LUX 09/30 USD 2.48 1.1 2.3 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/30 SEK 10.02 –1.9 –1.1 –0.1
Alpha Bond Fd SEK -B- NO BD LUX 09/30 SEK 9.00 –1.9 –1.1 –0.1
Alpha Bond Fd SEK -C- NO BD LUX 09/30 SEK 25.12 –2.0 –1.2 –0.3
Alpha Bond Fd SEK -D- NO BD LUX 09/30 SEK 8.37 –2.0 –1.2 –0.3
Alpha Short Bd SEK -A- NO MM LUX 09/30 SEK 10.73 2.1 3.0 2.9
Alpha Short Bd SEK -B- NO MM LUX 09/30 SEK 10.06 2.1 3.0 2.9
Alpha Short Bd SEK -C- NO MM LUX 09/30 SEK 21.00 2.0 2.9 2.8

Alpha Short Bd SEK -D- NO MM LUX 09/30 SEK 8.73 2.0 2.9 2.8
Bond Fd EUR -C- EU BD LUX 09/30 EUR 1.24 2.4 3.2 0.9
Bond Fd EUR -D- EU BD LUX 09/30 EUR 0.50 2.4 3.2 0.9
Bond Fd SEK -C- NO BD LUX 09/30 SEK 38.61 2.2 3.0 1.8
Bond Fd SEK -D- NO BD LUX 09/30 SEK 11.58 1.0 1.8 1.2
Corp. Bond Fd EUR -C- EU BD LUX 09/30 EUR 1.09 –7.4 –7.8 –4.4
Corp. Bond Fd EUR -D- EU BD LUX 09/29 EUR 0.85 –7.6 –8.6 –4.7
Corp. Bond Fd SEK -C- NO BD LUX 09/30 SEK 11.27 –6.6 –6.6 –3.4
Corp. Bond Fd SEK -D- NO BD LUX 09/30 SEK 8.85 –6.4 –6.4 –3.3
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/30 EUR 97.93 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/30 EUR 97.78 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 09/30 SEK 103.59 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/30 SEK 956.81 NS NS NS
Flexible Bond Fd -C- NO BD LUX 09/30 SEK 20.17 2.2 2.9 2.5
Flexible Bond Fd -D- NO BD LUX 09/30 SEK 11.42 2.2 2.9 2.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 09/30 SEK 93.18 –12.3 –13.2 –4.7
Global Hedge I SEK -D- OT OT LUX 09/30 SEK 85.15 –14.8 –15.7 –6.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/30 USD 2.06 –38.2 –35.2 1.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/30 SEK 20.51 –38.6 –44.3 –13.5
Europe Chance/Risk Fd EU EQ LUX 09/30 EUR 1049.05 –38.3 –40.3 –17.7

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 09/29 USD 16.43 –50.3 –53.3 3.2
Eq. Pacific A AS EQ LUX 09/29 USD 8.50 –38.6 –38.3 1.6

n SGAM Fund
Bonds CHF A CH BD LUX 09/26 CHF 26.80 2.7 2.6 –0.2
Bonds ConvEurope A EU BD LUX 09/26 EUR 30.61 5.3 7.9 9.4
Bonds Eur Corp A EU BD LUX 09/26 EUR 20.48 –6.7 –6.9 –4.0
Bonds Eur Hi Yld A EU BD LUX 09/26 EUR 18.00 –15.1 –16.5 –7.6
Bonds EURO A EU BD LUX 09/26 EUR 37.27 0.9 1.8 0.1
Bonds Europe A EU BD LUX 09/26 EUR 36.06 0.8 1.3 0.0
Bonds US MtgBkSec A US BD LUX 09/26 USD 22.00 –12.8 –10.9 –3.8
Bonds US OppsCoreplus A US BD LUX 09/26 USD 31.53 0.2 3.0 3.3
Bonds World A GL BD LUX 09/26 USD 38.02 2.3 6.4 6.9
Eq. ConcentratedEuropeA EU EQ LUX 09/29 EUR 26.20 –35.1 –36.7 –17.6
Eq. Eastern Europe A EU EQ LUX 09/29 EUR 24.10 –45.3 –42.7 –13.4
Eq. Equities Global Energy OT EQ LUX 09/26 USD 21.04 –16.5 –9.6 14.8
Eq. Euroland A EU EQ LUX 09/29 EUR 11.34 –34.4 –36.2 –15.4
Eq. Euroland MidCapA EU EQ LUX 09/29 EUR 19.28 –33.5 –38.2 –17.3
Eq. EurolandCyclclsA EU EQ LUX 09/29 EUR 17.55 –30.7 –31.4 –7.0
Eq. EurolandFinancialA OT EQ LUX 09/29 EUR 12.45 –33.1 –36.1 –20.7
Eq. Glbl Emg Cty A GL EQ LUX 09/29 USD 7.96 –41.1 –39.3 –4.4
Eq. Global A GL EQ LUX 09/29 USD 26.01 –32.1 –34.6 –12.9
Eq. Global Technol A OT EQ LUX 09/29 USD 4.84 –31.8 –38.4 –15.0
Eq. Gold Mines A OT EQ LUX 09/29 USD 21.78 –27.3 –23.2 –3.8
Eq. Japan A JP EQ LUX 09/29 JPY 934.45 –29.4 –35.5 –20.2
Eq. Japan Sm Cap A JP EQ LUX 09/29 JPY 1066.19 –37.5 –41.2 –35.7
Eq. Japan Target A JP EQ LUX 09/29 JPY 1751.00 –13.5 –22.0 –13.4
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 09/29 GBP 11.08 –35.0 –38.3 –18.1
Eq. US ConcenCore A US EQ LUX 09/26 USD 21.01 –21.8 –22.2 –5.1
Eq. US Lg Cap Gr A US EQ LUX 09/26 USD 15.90 –21.0 –20.6 –4.5
Eq. US Mid Cap A US EQ LUX 09/29 USD 26.17 –33.1 –34.0 –5.7
Eq. US Multi Strg A US EQ LUX 09/26 USD 23.16 –19.6 –21.6 –6.5
Eq. US Rel Val A US EQ LUX 09/26 USD 23.07 –19.4 –24.5 –9.8
Eq. US Sm Cap Val A US EQ LUX 09/26 USD 21.48 –13.9 –21.2 –7.2
Eq. US Value Opp A US EQ LUX 09/26 USD 20.22 –20.7 –25.4 –13.2
Money Market EURO A EU MM LUX 09/26 EUR 26.84 3.2 4.4 3.9
Money Market USD A US MM LUX 09/26 USD 15.65 2.2 3.5 4.3

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 08/29 USD 12.37 –16.3 NS NS
UAE Blue Chip Fund Acc AS EQ ARE 09/18 AED 8.47 –27.3 1.1 –1.8

n TRIGON CAPITAL
Phone +372 667 9208 Fax +372 667 9221 E-mail invest@trigon.ee Website www.trigoncapital.com

Central and Eastern European EUR EE EQ EST 09/30 EEK 152.02 –43.3 –48.1 –21.2
New Europe Small Cap EUR EE EQ EST 09/30 EEK 81.67 –41.4 –46.8 –18.8
Second Wave EUR EE EQ EST 09/30 EEK 161.65 –41.2 –44.3 –9.1

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 09/30 JPY 10664.00 –36.4 –45.3 –25.3
YMR-N Japan Fund JP EQ IRL 09/30 JPY 12078.00 –30.6 –41.3 –19.4
YMR-N Low Price Fund JP EQ IRL 09/30 JPY 15886.00 –30.4 –40.5 –21.3
YMR-N Small Cap Fund JP EQ IRL 09/30 JPY 7317.00 –41.0 –50.5 –30.9
Yuki Mizuho Gen Jpn III JP EQ IRL 09/30 JPY 5917.00 –36.3 –44.1 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 09/30 JPY 6299.00 –35.2 –44.9 –25.5
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/30 JPY 8332.00 –33.5 –41.9 –23.5
Yuki Mizuho Jpn Gen JP EQ IRL 09/30 JPY 10265.00 –33.2 –44.9 –21.8
Yuki Mizuho Jpn Gro JP EQ IRL 09/30 JPY 7561.00 –38.7 –47.2 –26.8
Yuki Mizuho Jpn Inc JP EQ IRL 09/30 JPY 9958.00 –24.0 –36.0 –15.6
Yuki Mizuho Jpn Lg Cap AS EQ IRL 09/30 JPY 6409.00 –32.1 –40.5 NS
Yuki Mizuho Jpn LowP JP EQ IRL 09/30 JPY 13050.00 –28.0 –34.3 –19.0
Yuki Mizuho Jpn PGth JP EQ IRL 09/30 JPY 10020.00 –39.0 –46.0 –24.5
Yuki Mizuho Jpn SmCp JP EQ IRL 09/30 JPY 7168.00 –43.4 –51.0 –29.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/30 JPY 6532.00 –30.5 –39.0 –21.0
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/30 JPY 3215.00 –43.7 –50.4 –41.2

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 09/30 JPY 5807.00 –34.4 –42.0 –22.3
Yuki 77 General JP EQ IRL 09/30 JPY 7649.00 –33.4 –43.1 –21.9
Yuki 77 Growth JP EQ IRL 09/30 JPY 8070.00 –34.2 –43.6 –24.6

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/30 JPY 8023.00 –31.1 –43.3 –22.8
Yuki Chugoku Jpn Gro JP EQ IRL 09/30 JPY 6539.00 –35.2 –41.6 –21.1
Yuki Chugoku Jpn Inc JP EQ IRL 09/30 JPY 6642.00 –23.5 –31.6 –16.0
Yuki Chugoku JpnLowP JP EQ IRL 09/30 JPY 9527.00 –26.9 –37.0 –16.8
Yuki Chugoku JpnPurGth JP EQ IRL 09/30 JPY 5883.00 –32.8 –43.9 –23.1

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/30 JPY 8710.00 –32.3 –42.5 –22.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/30 JPY 5898.00 –33.1 –42.6 –20.8
Yuki Hokuyo Jpn Gro JP EQ IRL 09/30 JPY 4778.00 –40.6 –49.6 –28.5
Yuki Hokuyo Jpn Inc JP EQ IRL 09/30 JPY 6705.00 –20.5 –31.5 –15.8

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/30 JPY 6318.00 –34.9 –44.7 –23.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 09/30 JPY 5929.00 –33.6 –41.8 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/30 JPY 6577.00 –31.3 –46.6 –21.6

Continued from previous page

n 788 ASSET MANAGEMENT LTD.

info@788am.com www.788am.com

788 China Fund Ltd OT OT CYM 08/29 USD 65.87 –78.2 NS NS

788 China Smaller Cap OT OT CYM 08/29 USD 60.16 NS NS NS

788 Gl Asset Alloc. Fd OT OT CYM 08/29 USD 79.65 –44.5 NS NS

788 Japan Fund Ltd OT OT CYM 08/29 USD 66.31 –46.4 NS NS

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 09/24 USD 965.01 –8.9 –6.4 NS

AJR International B US EQ VGB 09/24 USD 161.89 –8.9 –6.5 NS

Cambrian Asia Ltd. AS EQ VGB 09/24 JPY 7282.00 –25.4 NS NS

Cambrian Europe Ltd. EU EQ VGB 09/24 EUR 81.88 –21.7 NS NS

Cambrian Fund Ltd. A US EQ VGB 09/24 USD 604.39 –30.0 NS NS

Cambrian Fund Ltd. B US EQ VGB 09/24 USD 147.45 –30.0 NS NS

Rodinia Fund Ltd US EQ VGB 09/24 USD 126.42 –12.3 –10.9 NS

n CAPITAL MANAGEMENT ADVISORS

Phone Number: +1 441 295 59 29

CMA Dynamic OT OT BHS 08/29 USD 1565.70 –4.0 –3.3 3.5

CMA MultHdge Arbtrge OT OT CYM 08/31 USD 1865.29 –3.4 –2.3 3.9

CMA MultHdge Balncd OT OT CYM 08/29 USD 1347.49 –3.8 –2.2 2.9

CMA MultHdge Growth OT OT CYM 08/29 USD 1977.14 0.1 1.1 5.1

CMA MultiHdge Lvrgd OT OT CYM 07/31 USD 1351.35 –5.4 –9.6 4.4

n CARLO SCEVOLA & PARTNERS

Tel +44 (0) 20 7419 5671

www.rescgf.com

Resolute Capital Gth Fd OT OT VGB 08/29 USD 1225.83 9.1 15.8 10.7

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 NS NS

D'Auriol Opp F3 EUR EU MM CYM 08/29 EUR 1246.48 –9.0 NS NS

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 08/29 USD 2134.00 –8.6 –6.8 0.5

Harmony Cap Ltd B EUR OT OT BMU 08/29 EUR 2058.70 –8.3 –6.7 –0.3

Harmony Cap Ltd D USD OT OT BMU 08/29 USD 1225.00 –8.9 –7.2 0.1

Harmony Cap Ltd E EUR OT OT BMU 08/29 USD 1186.00 –8.4 –7.0 –0.7

Harmony Cap Ltd F GBP OT OT BMU 08/29 GBP 1034.90 –7.9 –5.7 0.8

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 09/19 USD 1080.67 –39.3 –27.9 –14.3

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 08/29 EUR 186.81 0.8 24.2 NS

Horseman EmMkt Opp USD GL EQ USA 08/29 USD 192.50 0.5 24.7 NS

Horseman EurSelLtd EUR EU EQ GBR 08/29 EUR 205.28 14.3 25.6 24.4

Horseman EurSelLtd USD EU EQ GBR 08/29 USD 214.34 14.1 25.7 25.6

Horseman Glbl Ltd EUR GL EQ CYM 08/29 USD 409.03 9.0 21.2 27.3

Horseman Glbl Ltd USD GL EQ CYM 08/29 USD 409.03 9.0 21.2 27.3

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 09/25 EUR 249.86 –1.7 –0.7 2.6

Integrated Dir Trading EUR OT OT CYM 08/29 EUR 106.88 4.3 15.6 9.4

Integrated Emg Markets EUR OT OT CYM 08/29 EUR 90.07 –14.3 –10.5 –0.5

Integrated European EUR OT OT CYM 08/29 EUR 154.52 4.0 4.0 4.8

Integrated Event Driven EUR OT OT CYM 08/29 EUR 100.66 –6.1 –2.9 5.4

Integrated Lg/Sh Sel F EUR OT OT CYM 08/29 EUR 94.11 –5.9 –3.1 5.0

Integrated MultSt B EUR OT OT VGB 08/29 EUR 134.12 –3.9 0.5 3.7

Integrated Relative Value EUR OT OT CYM 08/29 EUR 99.24 –1.2 0.1 3.7

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 09/19 USD 383.08 –53.9 –50.7 –33.2
Antanta MidCap Fund EE EQ AND 09/19 USD 920.58 –49.2 –41.2 –10.7
Meriden Opps Fund GL OT AND 09/24 EUR 102.35 –8.7 NS NS
Meriden Protective Div GL EQ AND 09/22 EUR 82.64 1.9 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 07/31 USD 1418.59 –4.4 –1.3 7.1

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 09/23 USD 51.37 7.9 35.1 15.3
Superfund GCT USD* GL EQ LUX 09/23 USD 2620.00 8.0 24.7 10.6
Superfund Gold A (SPC) GL OT CYM 09/23 USD 916.15 4.2 35.4 23.8
Superfund Gold B (SPC) GL OT CYM 09/23 USD 935.05 –0.1 35.1 26.5
Superfund Q-AG* OT OT AUT 09/23 EUR 6869.00 6.2 17.0 9.8

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 08/29 USD 175.50 6.4 13.9 14.0

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 08/29 EUR 1306.78 4.5 15.4 10.8
Winton Evolution GBP GL OT VGB 08/29 GBP 1279.66 4.9 16.5 12.0
Winton Evolution JPY GL OT VGB 08/29 JPY 116157.65 1.1 11.2 6.9
Winton Evolution USD GL OT CYM 08/29 USD 1272.60 3.8 15.1 11.4
Winton Futures EUR GL OT VGB 08/29 EUR 185.52 9.3 22.4 15.7
Winton Futures GBP GL OT VGB 08/29 GBP 198.82 10.3 24.4 17.3
Winton Futures JPY Lead Series 2 GL OT VGB 08/29 JPY 13482.81 7.1 19.1 12.8
Winton Futures USD GL OT VGB 08/29 USD 662.35 9.3 23.1 16.8

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 09/19 EUR 150.28 6.1 13.6 6.7
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 09/19 USD 315.49 5.2 13.3 8.1

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

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

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

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

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

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

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

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

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

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

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 08/29 USD 1527.66 NS –1.2 –4.1 0.7 5.0

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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T
HE U.S. has learned in re-
cent weeks the price of fi-

nancial failure. Now it will learn
the price of political failure.

The collapse of the financial-
rescue package in the House on
Monday may well be reversed, at
some point. Discouraged House
leaders sounded as if they hoped
the Senate could lead Congress
back out of the wilderness in the
next few days, giving the plan a
second crack at passage.

But even if senators manage
to revive the bailout plan, a
great deal of damage already has
been done:

American voters, who didn’t
like the plan in the first place,
will like even less the discovery
that Washington’s response to
their concerns was to collapse
into genuine dysfunction. Three-
quarters of Americans already
think the country is on the
wrong track, and the same share
disapproves of the job Congress
is doing. Before Monday, it
seemed unlikely those numbers
could go much higher. They can,
and now probably will.

Beyond that, the hope that
Washington had gotten the mes-
sage in this campaign year that
Americans were yearning for an
end to gridlock and partisan war-
fare has been shattered. There
will be plenty of blame to go
around. House Republicans de-
manded changes in the plan last
week, got some of them, and yes-
terday delivered just 65 votes—a
third of their members—for a
rescue package that their party’s
president, their party’s Treasury
Secretary and their party’s
House and Senate leadership all
called vital to the nation.

Then on Monday, it was Demo-
cratic House Speaker Nancy Pelo-
si’s turn to hurt the effort. She
chimed in with a bizarrely timed
and distinctly partisan floor
speech blaming Republicans for
the market mess, minutes before
her party needed scores of Re-
publican votes to make the bail-
out work. Whether she turned
votes against the plan, or gave
Republicans a convenient excuse
to vote against it, was being de-
bated in the Capitol Monday. Ei-
ther way, the atmosphere is even
more sour as a result.

A
S IT HAPPENS, Democratic
leaders also failed to con-

vince 95 of their members to
back the plan, showing that the
splintering of support was wide-
spread in the halls of Congress.

Now, though, the conse-
quences of simultaneous political
and economic breakdown ripple
beyond Wall Street and Washing-
ton. The effects could be global.

The U.S.—meaning both par-
ties and the public and private
sectors—has to worry about what
global investors make of the pic-
ture of disarray they now see in
the U.S. That’s a crucial consider-
ation because the U.S. now de-
pends on foreign capital to fi-
nance both a trade deficit of more
than $700 billion and a $400 bil-
lion federal budget deficit. Today,
foreign lenders hold about half of
America’s public debt, and the na-
tion relies on them to finance
more than 70% of its new debt,

the nonpartisan Peter G. Peterson
Foundation estimates.

The reason foreign investors
have been willing to pony up this
cash has been their longstanding
belief that the U.S. system—fi-
nancial and political—makes
America the ultimate safe haven.

At what point does that basic
belief start to erode? And what
are the consequences of that pos-
sibly happening? The question is
even more acute because of the
likelihood that even more for-
eign capital will be needed, at
least in the short term, to help
the government finance the very
bailout now being debated.

The more immediate question
is what happens now. In the
House, many of the Republicans
who voted against the rescue bill
actually sounded more eager af-
terward to get something done
than they did beforehand.

But the atmosphere now is
somewhere between tense and
toxic. House Republican leader
John Boehner said Rep. Pelosi’s
speech, in which she blamed the
“right-wing ideology of anything
goes” for bringing about the mar-
ket crisis, had “poisoned” the at-
mosphere among his troops.

D
EMOCRATIC CAUCUS
leader Rahm Emanuel coun-

tered that such a charge masked
a more basic Republican failure
to deliver the votes needed for a
measure that failed 228 to 205.
Democrats “delivered 140 votes;
we were supposed to deliver
125,” Rep. Emanuel said. “They
were supposed to deliver 100
votes. They delivered 65.”

In normal times, the burden of
picking up the pieces would fall
on the president and his Treasury
secretary. But President George
W. Bush is mired in lame-duck
status and has shown little ability
to move House Republicans, ex-
cept perhaps for the chamber’s
leaders. And in the aftermath of
the House revolt Monday, rank-
and-file Republicans didn’t voice
much more respect for Treasury
Secretary Henry Paulson, archi-
tect of the rescue plan, than they
did for their Democratic foes.

Now the hopes for action
shift to the Senate, where sup-
port for the Paulson approach is
far stronger. The bill the House
defeated likely could pass the
Senate with some votes to spare.
But that isn’t enough; the need
is to adjust that plan in a way to
attract House Republicans. That
might be done by playing up pro-
visions House rebels prefer, such
as greater reliance on insurance
of bad debt rather than govern-
ment assumption of such debt,
and changes in accounting rules
that will limit the hit financial
firms have to take on their bal-
ance sheets if they choose to
hang onto shaky debts.

Starting now, though, another
highly unusual dynamic comes
into play. Both of the major-
party presidential nominees are
members of the Senate, where
the fate of the bailout may well
be determined. It isn’t unreason-
able to expect them to show
some presidential-caliber leader-
ship. It’s an unusual role for pres-
idential candidates to play, but
the times are unusual indeed.

Sen. Barack Obama, left, and Sen. John McCain each blamed the other for the
House of Representatives’ vote against the financial rescue package on Monday.

Rivals try to skirt fallout
Both U.S. candidates
had offered support
for bailout package

John McCain and Barack Obama
struggled to mitigate the political
damage of the U.S. House of Repre-
sentatives’ rejection of the financial
rescue package for a second day
Tuesday, but it was unclear whether
either would gain an edge in the fin-
ger-pointing.

Both men had tepidly supported

the plan Sunday, saying it was an un-
pleasant package but necessary for
the health of the economy. Now,
both face difficult political choices,
as they try to balance appeals to the
widespread anger over the “bail-
out”—and the fear of letting mar-
kets continue to sink if it fails. Sen.
McCain arguably has more to lose, af-
ter inserting himself into the negoti-
ations late last week with a dramatic
move to suspend his campaign.

Sen. McCain on Monday blamed
the Democrat-led Congress for fail-
ing to pass the measure. Democrats
blamed the Republican standard-
bearer for failing to rally more mem-
bers of his party, especially after a
boast at a campaign event Monday
morning that he had saved the mea-

sure,beforeitbecameclearthepack-
age would fail.

“Sen. Obama and his allies in Con-
gress infused unnecessary partisan-
ship into the process,” Sen. McCain
said at a stop in Iowa on Monday.

Democratswerenotedthatwhilea
majority of House Democrats backed
thebill, only a third of House Republi-
cans did. And while Sen. Obama has
been largely hands-off as Congress
wrestled with the package, Sen.
McCain has tried to be more directly
involved inthenegotiations,andcon-
nected himself with the results.

Sen. Obama offered his stron-
gest support yet of the package on
Tuesday, saying he planned to talk
to members of Congress and “urge
them to act without delay to pass a
rescue plan.”

Sen. McCain had worked the
phones all weekend, which his aides
say helped bring the more than 60
House Republican votes in favor of
the bill. Yet four of the 11 members
he talked to didn’t vote in favor it.

At a campaign rally in Ohio Mon-
day morning, the Arizona lawmaker
claimed credit for what, at the time,
seemed like the successful comple-
tion of the bill. “I put my campaign
on hold for a couple of days last
week,” he said, “to fight for a rescue
plan that puts you and your eco-
nomic security and your family and
working Americans first.”

Minutes after news broke of the
failed bailout bill, Sen. Obama took
the stage at a rally and attacked Re-
publican leadership and the underly-
ing problems that led to the crisis.
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Russian Fund EE EQ SWE 09/30 SEK 1016.70 –41.8 –36.7 –7.9
Turkish Fund EE EQ SWE 09/26 SEK 6.84 –40.4 –37.6 –2.5
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HF-China Abs Ret OT OT CHE 09/25 CHF 81.69 –45.9 –41.9 NS
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EFG-Hermes Saudi Arabia Equity EA EQ SAU 09/21 SAR 7.77 NS NS NS
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KBC Eq (L) NthAmer EUR US EQ LUX 09/29 EUR 581.92 –24.5 –26.6 –8.9
KBC Eq (L) NthAmer USD US EQ LUX 09/29 USD 823.81 –24.4 –26.1 –7.3
KBL Key America EUR US EQ LUX 09/26 EUR 452.00 –22.7 –23.2 NS
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Siberian Investment Co EE EQ IRL 09/08 USD 42.10 –52.2 –45.9 NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/29 EUR 38.77 –47.0 –55.8 –16.1
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www.parexgroup.com Tel: +371 67010810
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Asia tries to ease pinch
Officials unveil steps
to quell the impact
of tighter global cash
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Rising cost of funds
Three-month interbank lending
rates and U.S. Treasury yields, 
as of Monday.
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Razing expectations
Credit crunch is putting
U.K. new-home target out
of reach > Page 28

India central bank calms
fears about ICICI’s health
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By Subhadip Sircar

And Eric Bellman

MUMBAI—The latest financial
tremors shaking the U.S. and Eu-
rope reached India on Tuesday as its
central bank assured depositors
about the health of ICICI Bank Ltd.,
one of the country’s biggest banks,
helping to lift its share price.

The Reserve Bank of India de-
clared the bank, India’s second-larg-
est in terms of deposits, had suffi-
cient liquidity to cover liabilities to
its depositors.

The statement followed local me-
dia reports that some ICICI deposi-
tors were withdrawing cash from
ATM machines and branches.

“The RBI is monitoring the devel-
opments and has arranged to pro-
vide adequate cash to ICICI to meet
the demands of its customers at its
branches/automated teller ma-
chines,” the central bank said.

An ICICI spokesperson said the
bank had “normal” withdrawals
ahead of Islamic and Hindu holidays
over the next few weeks.

ICICI’s stock had tumbled more
than 5% early in the day to a year’s
low, amid rumors the bank faced fi-
nancial strains. Even before Tues-
day’s decline, its shares had fallen
more than 20% in September. Fol-
lowing the statement, the bank’s
stock price rallied to finish up 8.4%,
to 534.85 rupees ($11.51) on the Bom-
bay Stock Exchange.

While ICICI is widely considered
one of India’s best-managed compa-
nies, it has the largest exposure to
overseas assets among Indian
banks, including some debt from
now-collapsed Lehman Brothers
Holdings Inc. that the bank is start-
ing to write off. Standard & Poor’s
has reiterated its strong rating for
ICICI.

Earlier in September, ICICI said
its U.K. unit holds Œ57 million
($82.31 million) of Lehman Broth-
ers’ senior bonds, for which it may
need to make an additional provi-
sion of around $28 million. The
bank already has made a provision
of about $12 million for those
bonds.

Although its exposure to Leh-
man has made bonds the focus of
concern, ICICI’s bond holdings are
tiny compared with its overall as-
sets, analysts said. ICICI had a net
worth of more than $10 billion and a

capital adequacy ratio of 13.4% as of
June 30, the bank said.

Under Indian banking rules, lo-
cal banks must have a minimum cap-
ital adequacy—defined as the ratio
of capital to risk-weighted as-
sets—of 9%.

“The absorption of the impact of
current market conditions on invest-
ments portfolio valuation will not
pose any challenge to ICICI Bank’s
capital position,” the bank’s manag-
ing director and chief executive K.V.
Kamath said Tuesday.

He added that rumors that the
bank could be struggling were “base-

less and malicious.”
To calm fears about how much it

might be exposed abroad, the bank
said its U.K. unit, ICICI Bank U.K.
PLC, has no exposure to U.S.
subprime debt, and asserted the
unit had no nonperforming loans.

About 98% of ICICI’s non-India in-
vestment book of $3.5 billion is
rated investment grade and above,
the bank said, adding that its U.K.
unit also holds cash-equivalent in-
struments of $1.1 billion.

The benchmark Bombay Stock
Exchange 30-Share Sensitive Index
or Sensex rose 2.1% to 12,860.43.

A global cash squeeze is bearing
down on some of Asia’s slowing
economies, prompting official mea-
sures aimed at blunting the impact.

Growing reluctance by Hong
Kong banks to lend to one another
amid the global cash squeeze

spurred authorities on Tuesday to
unveil measures to boost liquidity.
Also Tuesday, South Korea’s govern-
ment offered loans and debt guaran-
tees to help small and midsize busi-
nesses with short-term funding
woes. India’s central bank has tried
to boost liquidity through its daily
auction facility, but that has done lit-
tle to prevent a rise in funding costs.

As the U.S. Congress and the
White House wrangle over a plan to
rescue the country’s financial system,
growing credit worries in Asia are a
reminder that Washington’s actions
will reverberate world-wide. Fear of
exposure to banks in trouble is caus-
ing other lenders around the globe to
sit on cash, drying up the liquidity
that keeps the economy moving. That
applies to banks in some parts of Asia
that have avoided the kind of balance-
sheet damage that has felled lenders
in the U.S. and Europe.

What happens next will depend in
part on the fate of the U.S. bailout

package and whether confidence is
restored in interbank markets. In
Hong Kong, sentiment toward the
property market could weaken more
on fears of higher mortgage rates.
And tighter credit is likely to worsen
the problems of South Korean manu-
facturers that depend on dollar-de-
nominated imports, and that have al-
ready been hit by the won’s decline.

“Dollar liquidity is still the root
of the problem,” said Moh Siong
Sim, regional economist at Citi-
group in Singapore. South Korea is
particularly vulnerable, but liquid-
ity problems are emerging in Hong
Kong and Singapore, Mr. Sim says.
Other parts of the region, particu-
larly China and much of Southeast
Asia, are more sheltered from the
global banking system and less vul-
nerable, economists note.

While growth has remained
more robust in Asia than in the U.S.
and Europe, signs of a slowdown
have intensified in many nations as
spending has weakened in markets
that buy Asia’s exports.

On Monday, the U.S. Federal Re-
serve more than doubled the size of
the dollar amount it swaps out to
major central banks to $620 billion
from $290 billion.

Hong Kong Monetary Authority
Chief Executive Joseph Yam spoke
on Tuesday of the need to “stand be-
tween various banks and to cycle li-
quidity from those who have it to
those who want it.” Among new mea-
sures to boost liquidity, the HKMA
said it will allow the use of U.S. dol-
lar assets as collateral to back lend-
ing through the discount window. It
also said it will lend money to banks
for up to one month against collat-
eral acceptable to the HKMA, such
as mortgage-backed assets and in-
terbank lending.

Worries among Hong Kong
banks about counterparty risk were
inflamed last week when text-mes-
saged rumors led to a brief run on
Bank of East Asia Ltd. The bank and
regulators denied it had problems,
but interbank rates remained high.

This week, banking giant HSBC
PLC said higher interbank rates
prompted it to raise mortgage rates
in Hong Kong for new customers by
half a percentage point. That has
stoked some concern other banks
will follow suit, weakening senti-
ment toward the property market.

South Korea didn’t say how
much money it would set aside for
small and midsize businesses. The

country’s banks have ratcheted
back loans to these businesses be-
cause they can’t get the money from
overseas needed to fund them.

South Korea is vulnerable be-
cause its banks have some of the high-
est loan-to-deposit ratios in Asia—
more than 100%. Tighter credit for
South Korean manufacturers that de-
pend on dollar-denominated im-
ports is likely to exacerbate prob-
lems already caused by the value of
the won, which is down about 29%
against the dollar from a year ago.

In India, ripples from the U.S.
credit crisis are compounded by lo-
cal factors. These include a fight
against double-digit inflation that
has forced the central bank to try to
reduce money supply, driving up in-
terest rates.

As funding costs rise, “a lot of
companies are saying, ‘should I even
consider continuing with my cur-
rent projects?’ ” said Dr. Subrama-
nian, head of investment banking at
Enam Securities in Mumbai. He said
power companies in India used to
pay 8% for debt that now costs 14%
to 15%, while raising money through
equity is even more costly.

India’s central bank reassured de-
positors Tuesday about the health
of ICICI Bank Ltd. following rumors
of some financial distress and re-
ports of cash withdrawals. (Please
see related article on page 3.)

In Japan, there is little evidence
that banks are tightening credit for
home buyers and shoppers.
 —Yuka Hayashi in Tokyo,

SungHa Park in Seoul
and Jackie Cheung in Hong Kong

contributed to this article.
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ICICI Bank shares vs.
the Sensex index
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ICICI has the largest
exposure among
Indian banks to
overseas assets.
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