
The Netherlands will inject
$13.4 billion into ING Groep NV
to halt a decline in confidence
that has erased 73% of the value
of the banking and insurance gi-
ant’s shares this year, and to
prevent customers from pulling
out their deposits. Page 2

n A GM-Chrysler deal could
mean more than half Chrysler’s
66,000 employees would lose
their jobs, analysts said. Page 6

n The stock market’s collapse
and unprecedented daily price
swings are forcing investors to
rethink their strategies. Page 19

n Libor may fall sharply on
Monday as the market responds
to U.S. banks’ moves on Friday
to make unsecured loans to Eu-
ropean lenders. Page 20

n Hungary is fighting critics
who say the country could be-
come the next Iceland. Page 3

n Caisse d’Epargne’s board
met to consider forcing top
managers to resign after a
“trading mistake” cost the
bank $804 million. Page 4

n British Airways is holding
talks on a potential commercial
partnership with the airline be-
ing created from insolvent Alita-
lia but won’t take a stake. Page 7

n Former Norilsk CEO Denis
Morozov is a potential candi-
date to head troubled Russian
oil venture TNK-BP. Page 8

n Sony Ericsson swung to a
$33.5 million loss, hit by lower
sales as demand slowed in ma-
ture markets. Page 8

n China’s Smart Union said it
filed for bankruptcy and moved to
liquidate the toy and recreational
products company. Page 12

n U.S. housing starts slid 6.3%
in September to their lowest
level in 17 years. Consumer sen-
timent fell sharply. Page 12

n Europe is loosening “mark-to-
market” accounting rules, which
could make it easier for banks
to avoid write-downs. Page 19

n The EU’s markets chief
called for a clearinghouse for
credit-default swaps. Page 22

Bailout efforts
help stimulate
the U.S. dollar

Bush said he will host a sum-
mit to discuss the global re-
sponse to the financial crisis.
The development appeared to
be adding to the political mo-
mentum for European leaders,
who have scored points at
home by criticizing the U.S.
over the crisis. But it is unclear
how much of substance the
meeting can produce. Page 1

n Obama’s campaign raised
over $150 million last month,
giving him a big advantage over
McCain in the U.S. presidential
campaign. Ex-Secretary of State
Powell endorsed Obama. Page 1
n A spate of recent polls show
Obama with a big lead over
McCain, but other surveys sug-
gest a close race. Page 12

n The IMF began an investiga-
tion into whether its chief
abused his position in connec-
tion with a sexual relationship
with a subordinate. Page 11

n Iran’s oil minister renewed
his call for OPEC to cut produc-
tion, saying this was the only
way to stop crude prices from
falling further, the official
IRNA news agency said.

n Pakistan secured China’s
help to build two new nuclear-
power reactors in a deal touted
as a counterweight to India’s
nuclear pact with the U.S.
n Pakistani forces killed up to
30 militants near the Afghan
border as the region’s chief
minister told a U.S. diplomat
he wanted to resolve problems
there through dialogue.

n Taliban militants killed
about 30 Afghans after stop-
ping a bus and taking the pas-
sengers hostage, officials said.

n A Moscow court threw out
the majority of tax claims
brought against the British
Council, the cultural body said.

n Officials in South Ossetia or-
dered police to shoot back if
they come under fire, increas-
ing the threat of new violence
between Georgia and the Rus-
sian-backed separatist region.

n Iraq’s ruling Shiite alliance
said parts of a draft security
pact with the U.S. need more
discussion and amendments be-
fore it can be approved.

n Thousands marched in Paris
to protest planned job cuts in
France’s public-education system.

Cash haul sets up Obama
for ad blitz in final weeks

French President Nicolas Sarkozy, left, greeting U.S. President George W. Bush
over the weekend, has said the economic summit should be held in New York.
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U.S. Sen. Barack Obama’s presidential campaign raised $150 million in
contributions in September, surpassing his previous record, $66 million in August.

By Joanna Slater

The U.S. may be facing the worst
financial crisis since the Great De-
pression, but you wouldn’t know it
from watching the dollar.

Rather than sinking under the fi-
nancial-sector bailout, the U.S. cur-

rency is buoyant.
That is a surprise
to many who ex-
pected rising gov-
ernment spending

and a tanking U.S. economy to crip-
ple the dollar.

Instead, the dollar has benefited
from the global flight from risky as-
sets as well as the unwinding of bets
made with borrowed cash. The
scope of the crisis also has helped: It
is clear that economic and banking
woes aren’t unique to the U.S.

“The dollar’s strength has sur-
prised me,” says Barry Eichengreen,
an economist at the University of
California, Berkeley. “There are not
a lot of more-attractive alternatives
at the moment.”

Since the start of September,
the dollar has strengthened 8%
against a trade-weighted basket of
26 currencies, according to a Fed-
eral Reserve index. The index is
roughly at its February 2007 level,
effectively erasing the dollar’s
slide through the collapse of Bear
Stearns Cos. and a series of inter-

Please turn to page 31

Friends of Putin
There aren’t many, judging by
the lack of support for his
Georgia adventure. Page 13

U.S. President George W. Bush an-
nounced plans to host a summit to
discuss the global response to the fi-
nancial crisis, saying the world’s
leaders must work together.

The announcement represents an-
other concession to European lead-

ers, who have already forced the U.S.
hand on key design elements of the
financial rescue effort that is under
way around the world.

European leaders have sought to
place blame for the financial crisis
on the U.S., despite the weaknesses
in European banks that have been ex-
posed. French President Nicolas
Sarkozy in particular has pressed for
the economic summit to be held in
New York, where, he said, “every-
thing started.”

Mr. Bush said he will be the host
for the summit “to discuss the global

response to the financial crisis and
ideas to prevent such a crisis from re-
curring in the future and to preserve
our free-market system.” He made
the announcement as he welcomed
Mr. Sarkozy to Camp David for din-
ner and talks on Saturday evening.

Also on Saturday, United Nations
Secretary-General Ban Ki-moon of-

fered the U.N. headquarters in Man-
hattan as the location for the sum-
mit, which is expected to be held be-
fore the end of the year.

The summit is likely to include
Group of Eight members—Canada,
France, Germany, Italy, Japan, Rus-
sia, the U.K. and the U.S.—as well

Please turn to page 31

Global summit in U.S.
to target economic crisis
Momentum favors
Europe, but America
may opt for caution
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What’s News—
Business & Finance World-Wide

By John D. McKinnon in
Washington, Alistair
MacDonald in London and
Alessandra Galloni in Paris
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Mind over matter: The fine
art of passion investing
WEALTH BULLETIN

Business insight: Time to
lay off performance reviews?
JOURNAL REPORT | PAGES R1-R7

Money & Investing > Page 19

By Christopher Cooper

And Laura Meckler

Sen. Barack Obama set a record
for U.S. presidential fund raising in
September, drawing more than
$150 million in campaign contribu-
tions. That one-month figure is
nearly double what Sen. John
McCain is receiving in public financ-
ing for the final two months of the
campaign.

The Democratic presidential can-
didate’s haul puts him in position to
swamp his Republican rival in adver-
tising in the final weeks of the cam-
paign and to bankroll a sprawling

get-out-the vote operation that has
been the hallmark of his organiza-
tion. Sen. Obama’s big budget was
made possible by his decision to opt
out of the public-financing system.
As a result, he enjoys the biggest ad-
vantage over an opponent since Ri-
chard Nixon swamped George
McGovern in 1972.

About 632,000 new donors fired
the burst of September giving,
which dwarfed the $66 million the
campaign raised in August—a
record at the time. It brought dona-
tions to the Illinois senator’s cam-
paign to $605 million since he

Please turn to page 31

THE
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Markets
NET PCT

MARKET CLOSE CHG CHG

DJIA 8852.22 -127.04 -1.41
Nasdaq 1711.29 -6.42 -0.37
DJ Stoxx 600 214.27 +7.87 +3.81
FTSE 100 4063.01 201.62 +5.22
DAX 4781.33+158.52 +3.43
CAC 40 3329.92+148.92 +4.68

Euro $1.3467+0.0071 +0.53
Nymex crude $71.85 +2.00 +2.86
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What a difference a col-
lapse makes. Two years ago
this month, U.S. Treasury
Secretary Henry Paulson was
talking about how the regula-
tory pendulum “may have
swung too far” in the wake
of corporate scandals earlier
this decade.

Mr. Paulson’s fear: That
overly burdensome regula-
tion would make U.S. capital
markets less innovative and
competitive globally. If only.

As investors now know,
stunningly ineffective regula-
tion led to the biggest credit
bubble ever. Its implosion
has resulted in the national-
ization of swaths of the fi-
nancial system. Venezuela’s
President Hugo Chávez has
taken to calling Mr. Paulson’s
boss “Comrade Bush.”

So it shouldn’t come as a
surprise that whoever suc-
ceeds Mr. Paulson will need
to view competent regula-
tion as a competitive advan-
tage, not an albatross.

This will be especially im-
portant in bond markets,
where global investors will
choose between instruments
backed by a variety of gov-
ernment guarantees. Clearly,
a country’s financial
strength, along with pros-
pects for its currency, will be
important factors.

But investors will also
have to consider which coun-
tries can best back up guar-
antees with regulatory over-
sight that minimizes chances
of unexpected losses.

For all its current trouble,
the U.S. may have a leg up
on other countries in this re-
gard. Even if U.S. regulators
fell down on the job in re-
cent years, their agencies
are still, often, uniquely posi-
tioned in terms of their regu-
latory powers and resources.
And their reputations aren’t
beyond rehabilitation.

The Federal Reserve is
still the world’s most power-
ful central bank. The trick
for it will be turning from
prudential supervision of
banks to a more proactive
form of regulation.

Once it has new leader-
ship, the Securities and Ex-
change Commission should
be able to regain its position
as the world’s preeminent in-
vestor watchdog. After all, it
is unique in having a man-
date to protect investors
along with enforcement pow-
ers to back that up.

The same can’t be said in
many other countries, espe-
cially in Europe, where regu-
lators often are equally con-

cerned with fostering mar-
ket development.

Yet investors shouldn’t
count the U.K. out. The new
chairman of the Financial
Services Authority warned
last week that the agency
would take a harder line
with banks. That is a turn-
around from the agency’s pre-
vious stance that it needed a
collaborative relationship
with those it oversees.

Still, the U.K. falls behind
the U.S. when it comes to
some legal protections of-
fered to investors. Hedge
funds with accounts still fro-
zen at Lehman Brothers Hold-
ings’ U.K. broker-dealer unit
just found this out the hard
way. Their experience could
severely dent London as a
center for prime brokerage.

Any U.S. advantage will
depend on who wins the No-
vember elections. Whatever
the outcome, though, it will
probably be some time be-
fore investors again hear ech-
oes of Mr. Paulson’s lament
that regulation could erode
U.S. competitiveness. Inves-
tors have learned that gains
from lax oversight tend to
be ephemeral, while the
costs are very real. The race
to the bottom on regulation
is over. —David Reilly

Days of easy cash over for private equity
“Financial engineering is

no longer viable,” said
Henry Kravis at a private-eq-
uity conference in Dubai
last week. “Going forward,
we need to be thoughtful
and even conservative.”

It was a startling admis-
sion for a buyout king. Pri-
vate-equity dealmakers nor-
mally wince when accused
of making billions through
mere financial sleight-of-
hand. They create value,
they say, by identifying com-
panies with untapped poten-
tial, taking them private and
revamping their operations.

But Mr. Kravis acknowl-
edged an open secret of the
buyout business: In the
go-go years these firms
made a chunk of their prof-
its through quick flips and
maneuvers such as “divi-
dend recapitalizations”—tak-
ing big cash payments out
of the companies they
owned by paying them-
selves a fat dividend. These
payments totaled $51 billion
in 2006 and 2007 com-
bined, according to Stan-
dard & Poor’s. They have
now disappeared, with only
$1.2 billion in dividend re-
caps year to date.

Staring in the face of a
deepening recession, pri-
vate-equity firms are now

engaging in financial machi-
nations of a different sort.
Where once the game was
about stripping cash out,
now it is all about hoarding
cash in portfolio businesses
to keep them alive.

Some private-equity
owned companies are draw-
ing down their “rainy day”
bank lines to shore up their
liquidity. Take Bain Capital
and Blackstone Group,
whose Michaels Stores Inc.
last week tapped a $120 mil-
lion revolving loan. First
Data Corp. (Kohlberg
Kravis Roberts & Co.) and
ServiceMaster Co. (Clayton,
Dubilier & Rice) have done
the same.

Others are buying back
their own debt at a dis-
count to cut their interest
bills. Freescale Semiconduc-
tor Inc., owned by a quar-

tet of big buyout shops, has
bought back about $85 mil-
lion worth of its notes.
Bain Capital’s Edcon Hold-
ings, a South African re-
tailer, cut its interest pay-
ments by purchasing more
than $300 million worth of
its bonds.

In other cases, compa-
nies are conserving cash by
exercising options on so-
called “payment-in-kind tog-
gle” bonds that allow firms
to pay interest in the form
of new debt rather than
cash. Nine LBOed compa-
nies have “flipped the
switch” on $4.1 billion of
these bonds, according to
S&P.

After years of binging,
the buyout boys are tighten-
ing their belts for the rocky
ride ahead.
 —Peter Lattman

‘DIP’ loans turn scarce
Without exit funds,
bankruptcies become
more complicated

By C.R. Jayachandran

And Neelabh Chaturvedi

ISLAMABAD—Pakistan may
seek the assistance of the Interna-
tional Monetary Fund if the country
fails to get the funds it needs to re-
plenish its dwindling for-
eign-exchange reserves, an
adviser to the prime minis-
ter said Saturday.

Shaukat Tareen was
speaking after President
Asif Ali Zardari visited
China last week in a bid to
secure funding. He was also
speaking a day after the
central bank slashed the
proportion of deposits that
banks must set aside as
cash by two percentage
points to 6% to help liquidity. The
cut is expected to inject as much as
270 billion rupees ($3.27 billion) of
liquidity into the cash-squeezed sys-
tem, the central bank said.

“We need $3 billion in the next
few months, and efforts have been
made to raise funds on time and we
have received ample commitment
from multilateral donor agencies and
countries,” Mr. Tareen told reporters
at a news conference. “The next 30 to
45 days are crucial. ... We will seek as-
sistance from the IMF as last resort.”

Pakistan’s sovereign-debt rating
was slashed two notches by Stan-
dard & Poor’s this month on con-
cerns that the strife-torn South
Asian nation might default on exter-
nal-debt commitments.

Pakistan’s financing gap is $3 bil-
lion, according to authorities’ calcu-
lations, while the IMF believes that

the gap is $4 billion to $4.5 billion.
Pakistan and the IMF are to deliber-
ate further soon.

Foreign-exchange reserves fell
to a six-year low of $7.749 billion in
the week ended Oct. 11 as oil imports
rose and the central bank sold dol-

lars to prevent a sharp
slide in the Pakistani rupee.

Mr. Tareen said the
World Bank and the Asian
Development Bank had
agreed to give $1.5 billion
each in the form of front-
loaded concessional financ-
ing, with the money ex-
pected by June 30. In addi-
tion, the Islamic Develop-
ment Bank and U.K.’s De-
partment for International
Development had agreed

to double their assistance to $1 bil-
lion and £600 million ($1.04 billion),
respectively.

“We have enough resources to
weather the crisis and create stabil-
ity in short and medium term, but if
we do not get resources then we
have to switch to other plans,” Mr.
Tareen said.

Foreign Minister Shah Mahmud
Qureshi, also at the news conference,
said that China also would invest $1
billion in various projects until June
and that various Chinese organiza-
tions would invest in Pakistan’s bank-
ing, mineral and industrial sectors.

Friends of Pakistan, a forum set
up to help the country with the cri-
sis, will meet next month on allowing
Pakistan to pay for Saudi oil imports
on a deferred basis, Mr. Tareen said.
 —Haris Zamir

contributed to this article.

Pakistan, needing funds,
may seek aid from IMF

Embracing regulation

Asif Ali Zardari
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$30 billion

By Jeffrey McCracken

And Paul Glader

Credit has gotten so tight in re-
cent weeks that companies contem-
plating a bankruptcy filing can’t
find the cash needed to get through
the process.

This multibillion-dollar corner
of the lending market—debtor-in-
possession and exit financing—has
been rocked by General Electric
Co.’s recent, undisclosed decision to
largely halt lending to companies in
bankruptcy-court protection or
near it, said several bankruptcy law-
yers and financial advisers. GE is
one of the world’s largest such lend-
ers, last year doing $1.75 billion in re-
structuring loans.

Debtor-in-possession, or DIP, fi-
nancing is essential for the lawyers,
layoffs and other restructuring nec-
essary for a company’s rebirth. Exit
financing is used when a company
“exits” reorganization. Banks have
been eager to take part in this mar-
ket because the loans are the first to
be paid back and command high in-
terest rates.

Without the lending lines, com-
panies that would normally survive
bankruptcy will have to quickly sell
assets. Potential buyers may not be
able to borrow either, meaning com-
panies could be forced to liquidate
immediately instead of working out
their problems. That could cost tens

of thousands of jobs across the econ-
omy.

GE Capital, meanwhile, has told
numerous potential borrowers that
it is out of the DIP and exit-lending
business until at least next year,
said these people.

GE Capital spokesman Ned Rey-
nolds said, “We’re still open” and
the company is living up to its exist-
ing commitments. GE executives
said last month that demand for DIP
financing may jump to as high as
$12 billion this year. But market vol-
atility has limited GE’s role in DIP fi-
nancing.

“We have to be very selective
right now,” said Mr. Reynolds. Pric-
ing deals is difficult, he said, as the
cost of funding changes from the
time a deal is proposed until when it
closes.

“It is a struggle, a real struggle to
find DIP financing,” said Jonathan
Henes, bankruptcy attorney at Kirk-
land & Ellis LLP in New York. “In the
old days, like early 2007, the banks
would do an origination and syndica-
tion model, where hedge funds and
[loan funds] would gobble up those
loans, but they don’t have the capi-
tal. They are out.”

Data provider Dealogic esti-
mates lenders provided $24.24 bil-
lion on 40 restructuring deals in
2008, a 38% increase from the
$17.59 billion on 18 deals in 2007. Ma-
jor banks do much of the work, with
GE typically among the top five or
10 lenders each year. Despite the
tight credit markets, DIP lending is
up this year because of the overall in-
crease in bankruptcy filings since
2007. Little has been done in the
past few weeks.

Interest rates for bankruptcy fi-
nancing have doubled to the London
interbank offered rate plus 5% to 7%
or higher, compared with Libor plus
2.5% last year, said Mr. Henes and
others.

“When I think of GE Capital and
where their expertise lies, DIP fi-
nancing is front and center,” said
Scott Davis, an analyst at Morgan
Stanley. “If they are backing away
from DIP financing, that would be a
big surprise.”

Several companies are trying to
raise DIP financing in case they
need to file for bankruptcy reorgani-
zation, but have struggled to find
any takers, said bankruptcy observ-
ers.

These people said one such com-
pany is Pilgrim’s Pride Corp. of
Texas, which is the country’s largest
poultry producer by sales and has
about 50,000 employees. Pilgrim’s
Pride spokesman Gary Rhodes de-
clined to comment on whether the
company is seeking DIP lending.

Henry Miller, chairman of the in-
vestment-banking boutique Miller
Buckfire & Co., said the number of
lenders willing to do DIP financing
“has shrunk in recent months from
30-plus in the heydays of 2006-07
to maybe five or six now.” He cited
Wells Fargo & Co., Bank of America
Corp. and Ableco, a division of Cer-
berus Capital Management LP, as
among the few still interested in DIP
financing.

“There is very little liquidity out
there. It means bankruptcy has got-
ten harder. So, what does a company
do? Good question. You can try to
muddle by, but it’s really not a good
situation,” said Barry Ridings, co-
chairman of the investment-bank-
ing unit at Lazard Ltd.
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By Dana Cimilluca

The Netherlands agreed to inject
Œ10 billion ($13.4 billion) into ING
Groep NV, the banking and insur-
ance giant, as governments around
the world rush to shore up financial
institutions.

The plan is designed to halt a de-
cline in confidence that has erased
73% of the value of ING’s shares this
year and to prevent customers from
pulling their deposits from the bank.

The investment will take the
form of nonvoting securities with a
coupon whose value depends on a
number of variables and could
reach 8.5% a year, Amsterdam-
based ING said in a statement late
Sunday. As part of the arrangement,
the government will take two seats
on ING’s supervisory board, and
ING’s executive board members, in-
cluding Chief Executive Michel Til-
mant, will forgo 2008 bonuses. ING
also said it wouldn’t pay a dividend
for the rest of 2008.

ThoughING’smassiveretaildepos-
itsareasourceofstrengthwithwhole-
sale funding markets freezing up, ING
hasn’tbeenimmunefromthefinancial
crisis. On Friday, it said it would have a

Œ500 million loss in the third quarter
as a result of write-downs on real es-
tate and other securities.

With governments around the
world taking steps to bolster their
banks, firms that don’t raise capital
risk being at a disadvantage to bet-
ter-financed rivals. As recently as
Friday, a person familiar with ING’s
plans said raising private money
was still a possibility. That suggests
it became clear in discussions with
government officials over the week-
end that the company needed to act
more quickly and dramatically to
head off a crisis of confidence.

“The expectations of the amount
of capital [that] banks and insur-
ance companies around the world
need are rising rapidly,” ING Chief Fi-
nancial Officer John Hele said in an
interview.

Still, ING appears to have made
out better than other financial firms
in Europe. The Netherlands nation-
alized Fortis NV’s operations in the
country this month, while the Brit-
ish government is taking big equity
stakes in banks in the U.K. The Brit-
ish banks agreed to withhold divi-
dends from other investors until the
government is repaid. The Dutch
government, meanwhile, will get its
coupon payment only if ING’s com-

mon shareholders get paid first.
The securities ING is issuing to

the government have no maturity
date, meaning the company can pay
the money back on its own schedule.
The infusion will boost the core Tier
1 ratio—a key indicator of a bank’s
capital cushion against losses—to
8% from 6.5% at ING’s bank. The
cash infusion will be drawn from a
Œ20 billion fund the Dutch govern-
ment had made available to healthy
banks following the near collapse of
Fortis, a Dutch-Belgian banking and
insurance company that agreed to
sell most of the rest of its opera-
tions to BNP Paribas SA.

The relatively easy terms for
ING, and the fact that the govern-
ment investment comes with no eq-
uity stake, may come as a pleasant
surprise to ING investors who were
nervous that a government stake
would dilute their holdings. Those
fears, and the earnings warning,
pushed ING shares down 27% in Am-
sterdam on Friday to close at Œ7.34.

Sunday’s agreement gives ING
the right to buy back the preferred
shares at 150% of the issue price.
ING can also convert them into ordi-
nary shares in three years, but that
would give the Netherlands the
right to ask for the Œ10 billion back.

U.S. moves to help banks
avoid accounting glitch
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In an Oct. 9 article on steelmak-
ers weighing cuts in production, an
attribution to U.S. Steel Chief Execu-
tive John Surma was incorrect. Mr.
Surma didn’t say that steelmakers
were prepared to match production
with demand. That information was
provided by another steel executive
not mentioned in the article.

By Deborah Solomon

WASHINGTON—The Bush ad-
ministration is expected to allow
banks that participate in the govern-
ment’s $250 billion capital-injec-
tion program to avoid triggering an
accounting rule that could have
hurt the banks’ finances.

The program, announced last
week, is intended to encourage
banks to lend again by having the
government take equity stakes in
the institutions so they can rebuild
their capital levels. But in its rush to
get the program under way, the ad-
ministration overlooked a key detail
involving the potential issuance of
stock, people familiar with the mat-
ter said.

Under the initial plans, partici-
pating banks are required to issue
warrants, which give the govern-
ment the right to purchase a bank’s
common stock at a certain price. But
the $700 billion rescue legislation
passed by Congress requires that
the warrants be treated as a liability
on their balance sheets. That could
force the banks to record a loss and
thus impair their capital levels—the
very opposite of what the govern-

ment is aiming to accomplish.
The Securities and Exchange

Commission and the Financial Ac-
counting Standards Board are ex-
pected to issue guidance telling the
banks participating in the program
that they can consider the warrants
“permanent equity” under gener-
ally accepted accounting principles,
people familiar with the matter
said. That would resolve the prob-
lem because the warrants wouldn’t
be considered a liability and
wouldn’t trigger “mark to market”
accounting that forces them to price
them at their currently diminished
value, the people said.

The logistical snafu had compli-
cated the Treasury Department’s
plan to inject $125 billion into nine
of the U.S.’s largest financial institu-
tions. Treasury had anticipated for-
mally buying equity stakes in the
nine banks early this week. But the
accounting issue raised concern at
many of the banks, prompting a
round of calls during the weekend
to resolve the issue.

Financial-services representa-
tives said the resolution will enable
the effort, known as the Troubled
Asset Relief Program, to go forward.
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Obama cash haul sets record

Bailout efforts help stimulate dollar

some developing countries that
haven’t traditionally had a seat at
the table, such as Brazil, China, India
and South Korea. Australia, Saudi
Arabia, South Africa, Switzerland
also are being mentioned as possible
invitees.

The weekend’s developments ap-
peared to be adding to the political
momentum for European leaders,
who have scored political
points at home by criticiz-
ing the U.S. They are hop-
ing that a politically weak-
ened Bush administration
will be more likely to ac-
cept their ideas at the sum-
mit.

Still, it is unclear how
much of substance the
meeting can produce. Over-
hauling the world’s finan-
cial architecture—the
stated aim of European
leaders such as Mr. Sarkozy—will
take years to accomplish. And the
Bush administration remains skepti-
cal about some of the more far-reach-
ing ideas being floated by Europe-
ans. With just three months to go un-
til Mr. Bush leaves office, the admin-
istration also will be cautious about
committing the U.S. to many specif-
ics. Most concrete decisions seem
likely to be put off until after the new
U.S. president takes office in Janu-
ary.

U.K. Prime Minister Gordon
Brown has talked about holding a sec-
ond Bretton Woods, a reference to

the 1944 conference that set up the
post-World War II global financial ar-
chitecture and created the Interna-
tional Monetary Fund. He has been
arguing a similar case since the late
1990s and believes the credit crisis
has strengthened his hand.

“We understand the Europeans
have strong ideas. They do not have
the only ideas,” White House spokes-
man Tony Fratto said Friday.

Particular points of con-
troversy include establish-
ing some sort of interna-
tional oversight of the
world’s biggest banks, limits
on executive compensation,
and more standardization
and transparency for deriva-
tives, all suggested by Mr.
Brown.

The U.S. is particularly
queasy about international
oversight of big banks. A se-
nior Bush administration of-

ficial said “ideas like that are proba-
bly political nonstarters in the United
States, and in a number of other na-
tions.” Administration officials say
new international restrictions could
limit capital flows around the world,
hurting emerging economies as well
as developed ones.

Japanese leaders echoed the U.S.
hesitation, voicing concern about
what signals such a conference
would send to markets. “Our honest
feeling is that we want to prevent a
situation where we need to hold such
a summit meeting,” Prime Minister
Taro Aso said in parliament last

week. During a meeting in Paris, busi-
ness leaders from the U.S., U.K., Ger-
many, France and Italy welcomed ac-
tions taken over the past few weeks
to stabilize world markets. But they
said further intervention would sti-
fle the chances of recovery for the
broader economy.

“It was good, necessary and use-
ful that states intervened,” Laurence
Parisot, president of French busi-
ness lobby Medef said at a news con-
ference after the meeting. “Now that
this has been done, it’s up to compa-
nies, not states to create wealth.”

“Government must be only a tem-
porary participant,” added Emma
Marcegaglia, head of Confindustria,
the Italian business lobby.

Continued from first page

Global summit to target crisis
launched his campaign at the begin-
ning of 2007. That has come from a
total of 3.1 million donors.

By contrast, the two 2004 presi-
dential candidates raised a com-
bined $880 million through Elec-
tion Day that year.

“It really is the fabric of America
who has built this campaign,”
Obama campaign manager David
Plouffe said in a video sent to sup-
porters Sunday morning. He said
the money would allow the cam-
paign to expand operations in states
where the race has turned competi-
tive.

Mr. Plouffe urged donors to keep
giving. “We’re always on the look-
out for expansion,” he said.

The donation number comes
amid a spate of good news for the
Obama campaign. A few hours after
he released the fund-raising num-
ber, the senator received a poten-
tially powerful boost with the en-
dorsement of former Secretary of
State Colin Powell, a Republican.

Appearing on NBC’s “Meet The
Press,” Gen. Powell lamented his
party’s tilt to the right and a cam-
paign by Sen. McCain that he said
had dwelled too much on inconse-
quential issues and attacks, while
narrowing the Republican Party’s
appeal.

“I strongly believe that at this
point in America’s history, we need
a president that will not just con-
tinue basically the policies we have
been following in recent years. I
think we need a transformational
figure. I think we need a president
who is a generational change,” Gen.
Powell said.

Some Republicans, including
Sen. McCain, dismissed the endorse-
ment’s significance. “It doesn’t
come as a surprise,” the Arizona sen-
ator said. “I’m very pleased to have
the endorsement of four former sec-
retaries of state, well over 200 re-
tired generals and admirals. I’ve ad-
mired and continue to respect Secre-
tary Powell.”

But Republican strategists said
Gen. Powell’s endorsement, both in
content and in tone, could move unde-
cided independents still leery of Sen.
Obama and susceptible to sugges-
tions that the Illinois Democrat lacks
patriotism, is tied to former domes-
tic terrorist William Ayers or even
the false rumor that he is Muslim.

“This is a big deal, and Powell re-
ally knows how to impact a close na-
tional election,” said Scott Reed,
who managed former Sen. Bob
Dole’s 1996 presidential campaign.

Sen. Obama leads Sen. McCain in
national polls, an edge he has enjoyed
since the financial crisis made eco-
nomic issues the central focus of the
campaign—an issue where voters
say they trust the Democrat most.
The gap in surveys has slipped in re-
cent days. According to Real Clear
Politics, a Web site that averages ma-
jor polls, Sen. Obama led Sen. McCain
by 48.8% to 43.5%, down from an
eight-point lead he had enjoyed early
last week. Some surveys showed the
Democrat with a weekend lead of
three percentage points.

But Sen. Obama maintains
strong leads in many battleground
states—enough, according to many
handicappers, to give him the elec-
toral votes needed to win the White
House.

Polls have shown Sen. Obama to
be competitive in some states—
such as Indiana, North Carolina and
West Virginia—that have been Re-
publican strongholds in recent elec-
tions and were thought to be lean-
ing heavily toward Sen. McCain.

Obama campaign officials say

the big September fund-raising
number, which eclipsed internal pro-
jections, gives Sen. Obama the abil-
ity to exploit popularity surges with-
out having to rein in activities in
other states—like it did in recent
days by purchasing advertising
time in West Virginia, which hadn’t
been considered competitive until
recent polling suggested otherwise.

Sen. McCain, by contrast, has
been forced to pull back spending in
some states, notably Michigan.

By historical standards, Sen.
McCain is hardly wanting for money
himself—at least in overall fund rais-
ing. While he isn’t raising funds for
himself, he continues to help raise
money for the Republican Party,
which raised a record-breaking
$66 million in September—more
than the $50 million raised by its
Democratic counterpart. That helps
narrow the gap a bit with Sen.
Obama. For September, the Republi-
cans raised $164.5 million that can
be spent on the presidential cam-
paign, versus more than $200 mil-
lion for the Democrats.

Helping Sen. McCain keep up
was the $84.5 million in taxpayer
matching money he received during
September, which Sen. Obama
won’t get. Sen. Obama’s decision to
opt out of the public-financing sys-
tem, after first suggesting he would
participate, has cost him some polit-
ical points.

Sen. McCain has repeatedly criti-
cized him for opting out of the sys-
tem, which attempts to level the
playing field for candidates by pro-
viding public money in return for a
cessation of fund-raising activities.
Instead, the Obama campaign is al-
lowed to spend as much as it can
raise, while Sen. McCain’s spending
is crimped by complex rules that
leave much of his advertising bud-
get in the hands of the Republican
Party. Moreover, because federal
rules require media outlets to pro-
vide advertising to presidential can-
didates at a discount rate, Sen.
Obama’s advertising dollar may go
further than comparable spending
by the Republican Party.

The Obama campaign also has
fielded criticism from Sen. McCain
for what he says is a lack of donor
transparency. Federal rules don’t re-
quire disclosure of donors giving
less than $200. Small donors ac-
count for about half of Sen. Obama’s
3.1 million contributors. Recent
press accounts suggest that the cam-
paign has taken at least some
money from fictitious donors, and
from a scattering of foreigners, who
are barred from contributing to U.S.
presidential campaigns. It isn’t
clear how widespread these dona-
tions are because the Obama cam-
paign has declined to make public
its list of small donors, as Sen.
McCain has done.

In an interview Sunday on Fox
News, Sen. McCain suggested that
Sen. Obama’s huge fund-raising op-
eration could lead to an era of unbri-
dled corruption in presidential poli-
tics. “The dam is broken,” Sen.
McCain said. “We’re now going to
see huge amounts of money coming
into political campaigns, and we
know history tells us that always
leads to scandal.”

The Obama campaign says the
sheer number of people contribut-
ing to the campaign and the rela-
tively small amount they donate on
average—currently $86, it says—
suggests the opposite has occurred,
that ordinary Americans have sup-
planted special interests as the
main political driver in presidential
elections.

 —T.W. Farnam, Jonathan
Weisman and Amy Chozick

contributed to this article.
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est-rate cuts by the Fed.
The dollar has risen so rapidly

that investors warn that it is due for
a breather. Just as the dollar bene-
fited from tumult in global markets,
stabilization could see it give back
some recent gains.

In the longer term, the dollar’s
health remains dependent on for-
eigners’ appetite for U.S. assets,
which may be tested as the economy
falters and government spending
grows. For now, the dollar has
proved resilient, supporting the
views of those who say its long slide
bottomed earlier this year.

The dollar’s recent climb is part
of a massive reversal of longstand-
ing investing trends, such as buying
emerging-market stocks or wager-
ing on rising commodity prices.
When investors retreat from such in-
vestments, they are often selling
them in exchange for dollars.

After sending money overseas
for years, U.S. investors now are
bringing it home. In July and Au-
gust, the latest months for which
Treasury Department data are avail-
able, U.S. investors sold $57 billion
more in foreign stocks and bonds
than they bought—the largest-ever
such repatriation.

The dollar also has been boosted
because banks from South Korea to
Switzerland are scrambling for dol-
lars after normal channels for bor-
rowing between banks all but
ceased to function during the past
month. The U.S. currency remains
the most popular among global
banks, accounting for 55% of the as-
sets and liabilities they hold in for-
eign currencies, according to the
Bank for International Settlements.

Some investors say the appetite
for dollars is akin to that for Japa-
nese yen, a currency that is the ma-
jor exception to the dollar’s
strengthening trend. The yen often

thrives during turmoil because in
better times, investors borrow in
yen to take advantage of Japan’s ul-
tralow interest rates.

When volatility rises or inves-
tors need to cover losses elsewhere,
they undo these maneuvers—
known as carry trades—and buy
back yen, boosting Japan’s cur-
rency. Judging from the recent de-
mand for dollars, it seems that inves-
tors, hedge funds and banks have
been using the dollar as a funding
currency, much like the yen.

Amid the upheaval, investors
also have favored U.S. Treasury
bonds as a haven. Demand from for-
eign central banks is especially im-
portant because they are a major
customer for U.S. debt. One gauge of
that demand is the amount of Trea-
surys held on behalf of other central
banks by the Fed. The most recent
data show that such holdings of Trea-
surys increased by about $100 bil-
lion over the past four weeks.

That signals foreigners’ confi-
dence, which is critical to the U.S. fi-
nancial system. If foreigners stopped
buying American assets or started
selling them, the dollar would plum-

met and interest rates would soar,
battering the already-weak economy.

Some investors worry that the fis-
cal cost of bailing out the U.S. finan-
cial sector eventually will weigh on
the dollar, but economists caution
that the ultimate impact isn’t clear
yet. Gross government debt in the
U.S. as a percentage of gross domes-
tic product is moderate compared
with countries such as Japan and It-
aly and slightly lower than Germany.

“Empirically it is very hard to
demonstrate a big effect of budget
deficits on the exchange rate,” says
Kenneth Rogoff, a professor of eco-
nomics at Harvard University. In the-
ory, the bigger effect is on interest
rates, he notes.

In recent years, growing budget
deficits have gone hand in hand
with a weaker dollar, but in the
1980s the opposite was the case: An
expanding deficit accompanied a
stronger dollar, particularly amid
high interest rates.

Far more important to the dol-
lar’s health, economists say, is the
current-account deficit, a broad mea-
sure of how much more the country
imports than exports. This measure
has improved but has far to go. The
International Monetary Fund esti-
mates that the U.S. current-account
deficit will narrow to 3.3% of GDP
next year from nearly 6% in 2006.

If market turmoil subsides, inves-
tors may focus anew on the growth
prospects of the U.S. economy com-
pared with those of its major rivals.
Unlike other central banks, the Fed
more than a year ago began lower-
ing interest rates, which punished
the dollar.

Now it could be a positive, as
other central banks catch up. In the
U.S., “a lot of the heavy lifting has al-
ready been put in the pipeline,” says
Stephen Jen, global head of currency
strategy at Morgan Stanley. “The
same cannot be said of Europe.”

Continued from first page
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Thinking globally
Some international financial 
measures suggested by the U.K.

n More risk disclosure by banks 
and in markets such as 
derivatives.

n Tie executive bonuses to
long-term performance. 

n Require risk-management 
expertise on corporate boards

n Adopt a system to preserve 
banks’ liquidity and temper 
speculative bubbles

n Create cross-border supervisory 
boards for at least the top 30
banks
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Hungary battles critics
An official bristles
over ‘scaremongers’
who say it’s Iceland

By Marcus Walker

BUDAPEST—Hungary is fighting
to persuade international markets
it isn’t the next Iceland.

Hungarian authorities stepped
up their efforts at the weekend to re-
assure nervous financial markets
that the country can ride out the tur-
moil in the global banking system.

Prime Minister Ferenc Gyurcsany
said Saturday he will talk to banks
about helping out mortgage borrow-
ers with foreign-currency loans
whose monthly payments are rising
as the forint, Hungary’s currency, falls.

The government also presented
plans to cut its budget deficit faster
than planned this year and next, an
attempt to show that the country
has become more fiscally disci-
plined than a few years ago, when
ballooning budget deficits scared
markets.

After Iceland was forced to seize
its three largest banks amid a deep-
ening economic crisis, financial mar-
kets fear other deeply indebted
economies, especially in Europe’s
east, could be next. Hungary’s cur-
rency and other assets have taken a
particular pounding in the past two
weeks as investors fled for safety.

“A lot of market participants are
asking themselves: ‘Can what hap-
pened in Iceland be repeated in Cen-
tral and Eastern Europe?’ ” said Lars
Christensen, an economist at Danske
Bank in Copenhagen who was an early
critic of Iceland’s shaky finances.

Now he sees some “significant
similarities” in Hungary, he said: “A
large current-account deficit, fast
credit growth in the last few years,
and heavy reliance on foreign-cur-
rency lending to households.”

Central-bank Gov. Andras Simor
bristles at the Iceland comparison.
“There is nothing to compare, ex-
cept: Who are the scaremongers?”
he said in an interview.

Foreign-currency borrowing,
which is the normal way for Hungari-
ans to buy homes, cars or other big
items, are set to become more expen-
sive because of the weak forint,
which has lost about 12% of its value
against the euro since Oct. 1.

But the financial turmoil’s impact
hasn’t yet fully hit the rest of the econ-
omy. Downtown Budapest’s shop-
ping malls and cafes are still full.

Viktoria Erdos, a 30-year-old pro-
fessional dancer smoking a cigarette
in a café near Budapest’s opera
house, said her monthly payments on
her Swiss-franc mortgage are up
about 15%, but it isn’t cramping her
style too badly. “I’m buying fewer
clothes and am partying a bit less,”
she said. “I’m not really worried yet.”

Hungarians have been through
more economic turmoil than most
since World War II and are pretty
hard to rattle.

In 1946, they achieved a world
record for inflation that still stands:
Prices rose by more than 40 quadril-
lion percent a month. Discontent
over Stalinist forced collectiviza-
tion and a lack of consumer goods
helped fuel the failed 1956 revolu-
tion.

Huge trade deficits in the 1970s
led to crippling foreign debts, and
the country almost ran out of foreign
currency to pay for imports in 1981.
After Communism fell in 1989, Hun-
gary opened up to international com-

petition—and its backward industry
and agriculture were slammed. The
economy shrank by a quarter.

“We survived major crises in 1956,
in 1981 and in the early 1990s,” said
Mr. Simor, the central-bank governor.
“All three crises were worse than the
market situation we have now.”

But today’s crisis is serious
enough. Investors’ concern has
forced Hungary’s authorities to seek a
Œ5 billion ($6.7 billion) loan from the
European Central Bank, as well as ver-
bal support from the International
Monetary Fund—two gestures Hun-
gary hopes will persuade investors
that the country has strong allies.

Part of Hungary’s problem is
that the country’s politicians have
acquired a bad reputation. “Be-
tween 2001 and 2006, Hungary
didn’t follow responsible fiscal poli-
cies, and the market remembers

that,” said Mr. Simor.
Hungary’s safety net, he said, is

that most banks and companies
here have a big foreign parent that
can lend them money even when
capital markets shut down.

All but one of Hungary’s major
banks are owned by big interna-
tional banking groups based in West-
ern Europe or the U.S. Around 40% of
Hungary’s short-term foreign debt is
money that banks like Citigroup Inc.
lent to their local subsidiaries, ac-
cording to central-bank figures.

Around two-thirds of Hungary’s
foreign-currency debt is owed by
the private sector, Mr. Simor said—
and most of that is owed by the local
units of multinational companies,
which dominate Hungary’s business
scene. “You can’t view that with the
same eye as debt to a third party,”
Mr. Simor said.

Local banks would run out of
funds only if major Western banks
collapse despite the U.S. and Eu-
rope’s massive government rescue
plans, said Mr. Simor, adding that he
thinks that is highly unlikely.

Lender OTP is the only Hungar-
ian bank that isn’t owned by a multi-
national. Earlier this month its
shares plunged on a rumor that it
needed a government bailout. The
rumor turned out to be false, so far.

FINANCIAL CRISIS & REPAIR

Vulnerable 
Hungary has amassed foreign-currency debt, but less than some other countries
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Teoc, Miss.

L
ILLIE McCain is watch-
ing the U.S. presidential
campaign from a singu-
lar perspective. A
56-year-old psychology

professor whose family spans five
generations from the enslavement
of her great-great-grandparents
to her own generation’s fight for
civil rights, Ms. McCain appreci-
ates the social changes that have
opened the way for Sen. Barack
Obama to be the first major-party
black contender for the White
House.

But she also has an uncommon
view on another American pas-
sage. Ms. McCain and her siblings
are descended from two of about
120 slaves held before the end of
the Civil War at Teoc, the Missis-
sippi plantation owned by the fam-
ily of Republican nominee John
McCain’s great-great-grandfather.

In a year when the historic na-
ture of Sen. Obama’s candidacy is
drawing much comment, the case
of the Teoc McCains offers an-
other quintessential American nar-
rative in black and white. For the
black McCain family, it is a story of
triumph over the legacy of slavery;
for the white McCains, it is the evo-
lution of a 19th-century cotton dy-
nasty into one rooted in an ethic of
military and national
service.

“I think that since
we can’t undo what
has been done, that
the most effective
thing for us to do is
figure out how to put
things in perspective
and go from there,”
says Ms. McCain,
who holds a doctor-
ate in psychology
and teaches at Mott
Community College
in Flint, Mich. “To
harbor anger and hos-
tility and all that is
counterproductive.”

To Sen. McCain,
“How the Teoc descendants have
served their community and, by ex-
tension, their country is a testa-
ment to the power of family, love,
compassion and the human
spirit.” It is, he added, in a state-
ment provided by a spokesman,
“an example for all citizens.”

The black and white McCain
families have long acknowledged
their shared history at Teoc, a
name that applies to both the plan-
tation and the now-sparse commu-
nity around it. A cousin of the sena-
tor still owns 607 hectares of the
original 809. Sen. McCain’s
younger brother, Joe, and other
white McCains have attended fam-
ily reunions organized by the Afri-
can-American McCains.

Lillie McCain’s family is de-
scended from two slaves, named
Isom and Lettie, according to inter-
views and examinations of family
documents, county files and U.S.
Census Bureau records. They re-
mained closely entwined with the
white family for decades after the
Civil War, taking its surname and
living close by on land rented from
their former owners. Lettie
McCain’s headstone is still visible
in an overgrown graveyard for Afri-
can-Americans not far from the ru-

ins of the last “big house” on the
Teoc plantation.

According to members of the
white McCain family, the planta-
tion in rural Carroll County, Miss.,
was purchased by Sen. McCain’s
great-great-grandfather, William
Alexander McCain, in 1851, when
many of the flat vistas of the Mis-
sissippi Delta region in the state’s
northwest corner were still
swampy wilderness. After his
death in 1863, his widow and a

brother, Nathaniel Henry McCain,
maintained the family’s position
among Mississippi gentry.

William Alexander McCain’s
son John Sidney McCain ran the
plantation and served in local poli-
tics, including a term as county
sheriff. A son of his, also named
John Sidney McCain but known as
“Slew,” graduated from the Naval
Academy in 1906 and began a mili-
tary life that would eventually sup-
plant the family’s long history as
cotton barons. He became an admi-
ral and top naval officer during
World War II. His son, the third
with the same name but known as
John S. “Jack” McCain Jr., also
rose to the rank of admiral, in the
Vietnam War era—while his own
son, Sen. McCain, was a Navy pilot
and then a prisoner of war.

Sen. McCain’s family lived pri-
marily on military installations
around the world. But they re-
mained attached to Teoc, visiting
repeatedly during Sen. McCain’s
childhood, often for long periods.
When they went to the farm in the
1940s and 1950s, the future Sen.
McCain and his brother stayed in
the rambling house, now aban-
doned, of their great-uncle, Joe
McCain, who had become the plan-
tation’s owner.

Sen. McCain’s younger brother,
also named Joe, said that though
their father “moved around as the
son of a naval officer, he too al-
ways thought of Teoc as his ‘blood
ground’ and loved visiting there.”

The McCains in the early 20th
century were known among Afri-
can-Americans for relatively equi-
table treatment of their workers
and tenants, especially compared
with the abuses happening on
many other farms. A visitor to the

plantation in 1923 published an ac-
count that described “a tradition
and a policy of fair dealing be-
tween planter and laborer.”

“That’s how I remember it,”
said Frank Bryant, 90, a black
former Teoc sharecropper.

The 19th century had been a dif-
ferent story for African-Ameri-
cans in Carroll County. In 1886, af-
ter two black men filed a lawsuit
against a white man, a white mob
rushed the courthouse and mur-
dered more than 20 blacks there,
according to court documents and
newspaper accounts at the time.
They weren’t prosecuted.

Earlier still, just after the Civil
War, Sen. McCain’s ancestors, like
many former slave owners, made
use of newly passed laws designed
to temporarily force some freed
slaves back into the control of their
former masters. Records in a dusty
storage room in the Carroll County
courthouse show that in February
1866, Sen. McCain’s great-great-
grandmother, Louisa McCain, and
her brother-in-law Nathaniel filed
petitions to take legal custody of
three girls under age 15 whom the
McCains had owned before emanci-
pation. In court, the girls were iden-
tified with the surname “Freed-
man,” a common practice with
emancipated slaves.

There is no record of the full cir-
cumstances, but thousands of
young African-Americans at that
time were forced under such
claims to return to their onetime
masters as apprentices. Those ap-

prentice laws in the
South were later
struck down.

Once freedom was
clearly established,
two black McCain
families remained
close to the former
owners. One family
was led by the former
slave Isom McCain,
who was 34 at the end
of the Civil War, and
the other by Hender-
son McCain, a 16-year-
old at the time of
emancipation, accord-
ing to census records.
They raised large fam-
ilies in rented houses
next door to each
other at Teoc.

The black McCains
of today were raised to believe
that they were blood relatives of
the white McCains, dating back to
slavery times. White McCains say
they’re unaware of any biological
connection between the families.
A spokesman for Sen. McCain de-
clined to comment.

In the 1880s and 1890s, Hender-
son McCain and later Isom’s son,
Harry, became trustees of a tiny
school for black children, accord-
ing to records found by a local gene-
alogist, Susie James. In 1922,
blacks at Teoc built a four-room
schoolhouse with $1,750 they
scraped together and $900 from a
philanthropy that was helping
blacks build schools across the
South, the Rosenwald Fund.

Most of the descendants of
Henderson McCain left Teoc in the
1950s. Isom’s son Harry had a boy
in 1885 named Weston. He saved
enough to buy a small parcel of
farmland.

“He didn’t want to be depen-
dent on white people, or needing
white people,” says Lillie McCain,
who is his granddaughter. “He
thought it was important to own
land. He used to say, ‘Everybody
ought to have some dirt.’ ”

Weston McCain’s oldest son
was Charles W. McCain, who lived
from 1916 to 2000. After serving in
the Army in France during World
War II, he returned to Carroll
County and, along with a cousin,
bought 65 hectaresof land.

By then, the black McCains
were emerging among the coun-
ty’s most important leaders.
Charles McCain was a central fig-
ure in the local chapter of the Na-
tional Association for the Advance-
ment of Colored People. When
civil-rights workers swarmed Mis-
sissippi in 1964, the black McCains
housed white activists and re-
ceived bomb threats and harass-
ing calls.

“Daddy didn’t want us to roll
over and play dead or live as if you

are not a person,” says Lillie
McCain. Her sister Mary McCain
Fluker, 53, says their father
“would always tell us you are just
as good as anybody. ‘You are no bet-
ter than anybody,’ he’d tell us, ‘but
you’re just as good as anybody.’ ”

Civil-rights organizers held se-
cret meetings at the family’s
church just off the Teoc planta-
tion. The Mississippi Sovereignty
Commission, a state agency
formed to thwart the civil-rights
movement, kept tabs on Mr.
McCain, according to commission
records. “Daddy was one of the
leaders, one of the people out
front,” says 60-year-old Charles
McCain Jr., a retired brick mason
and teacher who still lives on the
family land.

Lillie McCain remembers see-
ing Martin Luther King Jr. speak
from the back of a flatbed truck in
nearby Greenwood. She and her
two brothers were arrested at a
march in Jackson, Miss., orga-
nized by the Student Non-Violent
Coordinating Committee, whose
leader, Stokely Carmichael, intro-
duced the phrase “black power.”
Not long after Mr. Carmichael
spoke at the McCains’ church, it
burned down, during a wave of Ku
Klux Klan firebombings. The
McCain children remember pass-
ing its smoking remains on their
way to school the next day.

Amid those events, the black
McCain children wondered what
must be wrong with white people.
“I was thinking, ‘How can they kill
people and they all go to
church?’ ” says Lillie McCain. “I
was just baffled by that.”

Sen. McCain grew to adulthood
largely unaware of his family’s ties
to slavery. In a statement, he
called the abuses of African-Ameri-
cans in the 20th century “a dark
and tragic chapter in American his-
tory” and said that “cultivating
the bond between the two fami-
lies...is important.”

In the late 1960s, black McCain
children were among those who in-
tegrated the previously all-white
schools in the county seat, Carroll-
ton. In 1969, Lillie McCain was one
of the first two African-Americans
to graduate from the integrated
high school. Four of the six McCain
children in her family served in the
military and all six earned college
degrees.

Lillie McCain earned a Ph.D. in
psychology from Wayne State Uni-
versity in Detroit. Her sister Mrs.
Fluker retired after a career as a
special-education teacher in the
public schools from which she
once was barred. Joyce McCain be-
came a production executive at
General Motors. Delbra McCain
Roberts became a registered
nurse. Charles Jr. taught bricklay-
ing in the high school. The eldest
child, George, became the first
black fire chief in the town of
Greenwood. Lillie and all of her sib-
lings say they support Sen. Obama
for president.

When George McCain was
killed in a traffic accident in 2003,
Frank Bryant, the aged former
sharecropper, invited to the fu-
neral Bill McCain, the senator’s
cousin, who owns the remaining
607 hectares of Teoc plantation
and lives nearby. It was the begin-
ning of a modern dialogue be-
tween the two families as equals.
At the service, Mr. McCain stood in
the family section with the black
McCains.
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Dispatch / By Douglas A. Blackmon

John McCain’s family shares
history with descendants of slaves

Clockwise from top: Lillie McCain,
whose great-great-grandparents were
two slaves on a plantation owned by
Sen. McCain’s great-great-grandfather;
Mary McCain Fluker's family Bible; ruins
of the white McCains’ plantation house;
Ms. Fluker and Charles McCain Jr.
outside their childhood home near Teoc.
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Risk of deflation looms as new U.S. concern
While falling prices
remain unlikely,
conditions are ripe

By David Gauthier-Villars

PARIS—The board of Groupe
Caisse d’Epargne was meeting late
Sunday to discuss whether to force
the resignation of top managers af-
ter the bank said Friday it had lost
Œ600 million ($804 million) on a
“trading mistake.”

Friday’s announcement by the
190-year-old bank, regarded as one
of France’s safest financial havens,
prompted the French fi-
nance ministry to order an
audit of all the country’s
banks.

French President Nico-
las Sarkozy also said pub-
licly that Caisse d’Epargne
managers at all levels
would be held accountable
for the loss. The departure
of some top managers was
on the agenda at the board
meeting, according to peo-
ple familiar with the matter.

News of the loss, the
third incidence of irregular
trading disclosed by a French bank in
little more than a year, risks under-
mining efforts by France and other
governments world-wide to restore
confidence in the global financial in-
dustry.

“I feel quite frustrated and dis-
couraged,” French Finance Minister
Christine Lagarde said at a news con-
ferenceplannedsotheministrycould
present details of its plan to support
banks hurt by the financial crisis.

Caisse d’Epargne, which is owned
by its customers, said a small group
in charge of managing part of the
bank’s cash went beyond company
risk limits when they took positions
in equity derivatives in the week
starting Oct. 6. A trader and his super-

visors bet stock markets would rise,
according to Caisse d’Epargne.

But in that week, most stock mar-
kets around the world fell sharply,
leaving the bank exposed. When it
discovered the irregular trades,
Caisse d’Epargne said it ordered the
trades unwound, resulting in the
Œ600 million loss.

Caisse d’Epargne said the loss
won’t affect the group’s financial
strength. It managed Œ358 billion of

savings and deposits as of
late 2007.

The loss is far smaller
than that at Société
Générale SA, which earlier
this year said it had lost
nearly Œ5 billion as the re-
sult of irregular activities
by a low-level trader. An-
other bank hurt by unautho-
rized trades is Crédit Agri-
cole SA, which in August
2007 said it took a loss of
about Œ250 million from an
unauthorized trade at its

Calyon investment-bank unit.
A Caisse d’Epargne spokesman

said the bank’s management was
shocked by the loss because it hap-
pened in a derivatives-trading unit
that is being closed down.

Ms. Lagarde said the country’s
banking commission is investigating
the trading incident and that she
would await the outcome of that
probe before making comments on
potential sanctions.

A trader, the head of the trading
floor and two senior finance offi-
cials have been suspended and
could face dismissal, the Caisse
d’Epargne spokesman said.

Another bank spokesman said it
was too early to say if there was
fraud or error involved.

French bank may shed
leaders after trading lossBy Jay Solomon

And Siobhan Gorman

WASHINGTON—The financial
crisis could further undermine the
U.S.’s role as the world’s only super-
power and affect the reshaping of in-
ternational institutions such as the
United Nations Security Council
that have defined the post-World
War II era, officials say.

America’s historic economic
shock in the past month came as its
ability to project influence globally
was already being challenged by
emerging powers such as China and
India, as well as oil-producing Rus-
sia and Iran.

The limits to U.S. power have be-
come apparent in the Bush adminis-
tration’s final year, as it has strug-
gled to end Tehran’s nuclear pro-
gram and failed to safeguard Geor-
gian sovereignty during the Russian
incursion in August.

U.S. Secretary of State Condo-
leezza Rice canceled a trip to a de-
mocracy forum in Abu Dhabi last
week to gauge the geopolitical im-
pact of the financial crisis and help
to fashion an American response,
her aides said.

U.S. intelligence agencies are
fine-tuning a governmentwide as-
sessment looking at America’s posi-
tion in the world in the coming de-
cades. The report is planned for pub-
lic release after the November elec-
tion, but the government’s top intel-
ligence analyst, Tom Fingar, pre-
viewed it in a recent speech. Intelli-
gence analysts expect that “the U.S.
will remain the pre-eminent power,
but that American dominance will
be much diminished” between now
and 2025, he said.

The most immediate impact of
the financial woes may be to tighten
U.S. purse strings for foreign needs.
The Palestinian Authority received
$150 million in U.S. assistance in

March, its largest single allotment,
and is set to receive another
$150 million. But Palestinian lead-
ers fear Congress will hesitate to au-
thorize more in coming years.

“People now talk about aid poten-
tially being affected by this. I think
this would be a huge mistake,” said
Palestinian Prime Minister Salam
Fayyad in an interview. “That’s re-
ally the wrong place to look for cuts
and savings.”

Arab diplomats say they have al-
ready detected a falloff in American
influence in their region during the
past year. Israel and Syria started
peace talks this year, and the Leba-
nese government concluded power-
sharing negotiations with the mili-
tant group Hezbollah, without any
direct U.S. role in either case.

The U.S.-brokered peace talks be-
tween Israel and the Palestinians,
meanwhile, are unlikely to conclude
this year as Washington has hoped.

One question is whether major
powers such as China and Russia will
take advantage of the U.S. crisis to

adopt more aggressive foreign poli-
cies. Georgian President Mikheil
Saakashvili said in an interview that
Moscow could use a perceived power
vacuum to expand its influence
across Central and Eastern Europe.

However, for some of the nations
on Washington’s worry list, the fi-
nancial crisis has also inflicted
heavy damage. Oil’s fall below $70 a
barrel last week is likely to hit Rus-
sia, Iran and Venezuela and lessen
the funds available for policies that
threaten U.S. interests, such as Vene-
zuela’s aid program for left-leaning
Latin American governments.

Still, many American and Euro-
pean officials say that the U.S. re-
mains the best-positioned to shape
global events, particularly if its mea-
sures to prop up the financial system
allow it to pull out of the mess fairly
quickly. The U.S. spends roughly as
much on its military as all the other
powers combined. And despite the
shock to the U.S. economy in recent
weeks, the dollar and Treasury
bonds have actually strengthened.

American sway may be diminished

Source: Thomson Reuters Datastream
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By Sudeep Reddy

Policy makers navigating the
U.S. through the global credit crisis
may have a new concern on the hori-
zon for 2009: deflation.

The risk of deflation—generally
falling prices across the economy,
beyond volatile energy and food
costs— remains slim. But the finan-
cial shock and a faltering economy
can set the stage for a deflationary
environment.

Federal Reserve officials view
broad-based deflation as unlikely
but possible. Federal Reserve Bank
of San Francisco President Janet
Yellen said in a speech last week
that the plunge in oil prices along
with slackening demand for labor
and goods should “push inflation
down to, and possibly even below,
rates that I consider consistent with
price stability.”

Fed officials generally consider
price stability to be an inflation rate
between 1.5% and 2%. Their pre-
ferred measure of core inflation,
which excludes food and energy,
stands above 2% now, and is expected
to remain above that mark as price in-
creases from earlier this year ad-

vance through the product pipeline.
The economic slowdown and de-

clining commodity prices have
eased the nation’s consumer infla-
tion rate, which surged to 5.6% over
the summer. Annual inflation in the
U.S. is likely to turn negative for at
least several months next year, on
declining energy and food prices.

With the unemployment rate ris-
ing rapidly and capital markets in
turmoil, “pretty much everything
points toward deflation,” said Paul
Ashworth, chief U.S. economist at
Capital Economics. “The only thing
you can hope is that the prompt ac-
tion of policy makers can maybe
head this off first.”

The Japanese economy in the
1990s and the U.S. during the 1930s
illustrate how deflation can choke a
weak economy and spiral out of con-
trol. A sagging economy exerts
downward pressure on prices be-
cause of weak demand for labor and
goods. Broad-based declines— par-
ticularly in a credit crisis, which can
push asset prices down sharply—
can also force down wages, prevent-
ing consumers and, therefore, com-
panies from paying their debts. Fall-
ing prices also encourage busi-
nesses and consumers to save
rather than spend, because money
would be worth more after prices de-
cline. The restrained spending, in
turn, hurts the economy even more.

Federal Reserve Chairman Ben
Bernanke, in a speech as a Fed gover-

nor in 2002, said deflation in the
U.S. is “highly unlikely” but added,
“I would be imprudent to rule out
the possibility altogether.” The rea-
son, he said at the time, was the Fed
“has sufficient policy instruments
to ensure that any deflation that
might occur would be both mild and
brief.”

The government has taken ex-
traordinary measures in recent
months to stem the credit crisis and
further action is expected to keep
the economy from becoming too
weak to benefit from monetary and
fiscal stimulus.

“You know stimulus is coming,”
said Vincent Reinhart, former direc-
tor of the Fed’s monetary-affairs di-
vision. “The appetite of a new presi-
dent and new Congress for a pro-
longed economic slump is zero.”

The risk of deflation was among
the factors leading the Fed to keep
interest rates at only 1% earlier this
decade, when its preferred inflation
measure also was around 1%. The
Fed’s target rate now is 1.5%, and
some economists expect the central
bank to lower it further in coming
months.

Fed policy makers can raise
short-term interest rates to fight ris-
ing prices, as they did into the early
1980s. But they can only cut rates to
zero to fight deflation. After that,
other policy options come into play.

Deflation concerns in 2002 and
2003 led Fed officials to consider al-

ternative measures to stimulate the
economy. Their initial option came
from the Fed’s 1940s playbook: buy-
ing Treasurys to force down long-
term yields, leading consumers and
businesses to spend instead of save.
In normal circumstances, effec-
tively pumping money into the econ-
omy would support growth and
spur inflation over time. Today’s
credit crisis has pushed Treasury
yields lower already as investors
seek less-risky assets.

Mr. Reinhart, among the officials
leading the Fed’s deflation studies
earlier this decade, said the Fed now
has other tools. This month, Con-
gress gave the central bank permis-

sion to start paying interest on re-
serves held by commercial banks.
That gives the Fed more latitude to
expand its balance sheet, which it
can use to pump more reserves into
the banking system.

In 2003, the Fed signaled its will-
ingness to keep interest rates down
at 1% for a “considerable period.”
That communication helped sup-
port the economy by pushing mar-
ket rates down. Today, Fed officials
are facing criticism for keeping inter-
est rates too low for too long this de-
cade, worsening the housing boom.

However, “if the economy is un-
der duress,” Mr. Reinhart says, “too
long doesn’t look that long at all.”
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By Tom Wright

The prospects of renewable-en-
ergycompaniessoaredwithoilprices,
but the global credit crunch and the
easing of energy costs have brought
them back to earth with a thud.

With banks reluctant to lend and
their stock prices tumbling, many
green-energy concerns are strug-
gling to find the long-term funding
they need to expand in a capital-in-
tensive industry.

In the past three months, global
renewable-energy stocks tracked by
New Energy Finance, a London-
based consultancy, have dropped
about 45%, compared with a 23% de-
cline in the Dow Jones Industrial Av-
erage over the same period.

The sector’s problems have been
compounded by the skid in oil
prices to below $70 a barrel last
week from more than $147 in July.
The sudden reversal in crude prices
has removed—at least tempo-
rarily—a key rationale for investors
to pump billions of dollars into alter-
native fuels, industry analysts say.

The result: At least in the short
term, a slew of projects from palm-
oil-based biodiesel plants in Indone-
sia and Malaysia to wind farms and
solar projects across the U.S. and Eu-
rope may not be able to get funding.

Some companies are shelving
plansforIPOsaslongasstockmarkets

remain weak and volatile. German so-
lar-power company Schott Solar AG,
for example, called off a $900 million
initial public offering earlier this
month,citingpoormarketconditions.

But some listed companies have
little choice but to issue more shares
given the difficulty of getting bank
loans. Indian wind-turbine producer
Suzlon Energy Ltd.’s stock has fallen
more than 40% since late September,
when it announced plans for a $380
million rights issue later this year to
raise capital. Earlier, the company
hadtold analysts it had lined up euro-
denominated bank financing to fund
its expansion plans.

U.S. wind-farm developers,
which have commitments to build a
record number of projects in 2009,
are also scrambling for alternative
sources of credit after the troubles
of Lehman Brothers Holdings Inc.
and American International Group
Inc., both of which were big lenders
to the green-energy sector, says
Eric Silverman, a partner at law
firm Milbank, Tweed, Hadley & Mc-
Cloy LLP in New York.

“The credit crunch deals a nega-
tive blow to the whole [wind] sector
because it’s heavily dependent on
debt financing,” he says.

General Electric Co.’s GE Energy
Financial Services, another major in-
vestor in U.S. wind-farm develop-
ment, is cutting back outlays be-

cause the credit crisis has made it
difficult to price investments. “This
is a very tough market for any inves-
tor,” says Andrew Katell, a spokes-
man for GE Energy Financial Ser-
vices. “Everyone is impacted.”

To be sure, many investors, in-
cluding GE, still see renewable en-
ergy as a long-term opportunity to
make money because of the appar-
ent political will in the U.S. and Eu-
rope to reduce dependence on Mid-
dle Eastern oil and cut greenhouse-
gas emissions. For example, the fi-
nancial-bailout package approved
by Congress this month also in-
cluded provisions to extend federal
tax breaks for wind energy by one
year and solar by eight years.

For now, though, many analysts
say tight credit is likely to force fur-
ther consolidation in the sector, with
large state-owned utilities and pri-
vate-equityfirms thatcan stillaccess
bank credit or are sitting on cash re-
serves buying up renewable projects
from cash-strapped developers.

That would accelerate a trend
seen recently in the U.S. in which big
European players such as Iberdrola
Renovables SA of Spain, the world’s
largest wind-farm developer, and
Energias de Portugal SA purchased
smaller U.S. wind companies.

“Over the next 12 months, large
utilities have a competitive advan-
tage,” says Jonathan Johns, head of

renewable-energy research at Ernst
& Young in London.

Last month, German power-gi-
ant RWE AG agreed to pay $50 mil-
lion to the British company Helius
Energy PLC for a controlling stake
in a 65-megawatt biomass-power
plant in northern England. RWE will
invest a total of $380 million in the
wood-pulp-fueled plant, which is
due to start operating in 2011.

Hudson Clean Energy Partners,
a private-equity firm based in New
York, announced last month that it
was buying Helium Energy, a small
Spanish wind and solar developer,
for up to Œ100 million, or $134.5 mil-
lion. Hudson, which was formed in
2006 by a former head of Goldman
Sachs Group Inc.’s green-energy in-
vestment-banking team in the U.S.,
is buying the assets from Hemeretik
S.L., a Spanish construction and
property company that decided to
ditch its renewable-energy business
amid the economic downturn.

Some global-infrastructure
funds are also dumping clean-en-
ergy assets to strengthen their bal-
ance sheets. Australian investment
firm Babcock & Brown, whose
shares have been pummeled amid
concerns over its heavy debt, is plan-
ning to sell 2,000 megawatts of
wind-farm assets in Europe this
year, with large European utilities
the likely buyers.

Investors are also likely to be-
come more selective about which
green projects they back, with those
that don’t depend on government
subsidies likely to attract the most
funding in the short term, industry
analysts say.

That could slow development of
cutting-edge alternative-energy
technologies like celullosic biofuels,
which have received private-equity
funding but are still far from com-
mercially viable. They will now have
to compete with wind and solar for
financing, says Angus McCrone,
chief editor of research at New En-
ergy Finance.

Gloomy portrait emerges for the art world
Sotheby’s, Christie’s
post sharp downturn
at London auctions

Renewable-energy firms lose some propellant

By Kelly Crow

A
FTER MONTHS of grad-
ual softening, the con-
temporary art market
suffered a sharp down-
turn over the weekend at

a mid-season round of auctions held
in London, with many collectors
wary of making seven-figure bids
for new artworks amid the global fi-
nancial crisis.

Yet the world’s chief auction
houses—Sotheby’s and Christie’s In-
ternational PLC—managed to calm
some fears of a broader market melt-
down by convincing many of their
sellers to accept lower prices, which
helped entice bargain hunters from
the U.S. and Europe.

Overall, Sotheby’s and Christie’s
evening sales of contemporary art
brought in a combined £54 million
($93.4 million), well below their
combined presale estimate of be-
tween £88.4 million and £118.3 mil-
lion. The result was down 19% from
similar sales last October. Boutique
auction house Phillips de Pury
brought in £5 million, less than a
third of its expected total and repre-
senting only 25% of its sale’s poten-

tial value.
“People are just being so cau-

tious,” says Roberto Annicchiarico,
a Milan-based dealer. “Before, col-
lectors had to take whatever art
they could get from dealers and auc-
tion houses, but now those collec-
tors are saying, ‘Kneel down and ask
nicely.’ ”

Christie’s won this latest round
over Sotheby’s by selling £32 mil-

lion at its evening sale on Sunday, be-
low its presale estimate of between
£57.8 million to £75.6 million. The
star of the sale was Lucio Fontana’s
1963 futuristic black oval, “Conc-
etto Spaziale, La Fine di Dio,” sold to
a private buyer for £9 million, below
its £12 million estimate. A pensive
portrait of Francis Bacon by Lucian
Freud also sold for £5.4 million, inch-
ing over its £5 million low estimate.

Of the 47 lots offered by
Christie’s, 26 found buyers, achiev-
ing 62% of its potential value.
Among those works that didn’t sell
were two particularly pricey disap-
pointments: Gerhard Richter’s 1986
abstract, “Claudius,” which had
been estimated to sell for around £6
million, and Francis Bacon’s honey-
hued portrait of a friend, “Portrait
of Henrietta Moraes,” which bore a
low estimate of £5.5 million.

Two days earlier, Sotheby’s
evening sale brought in £22 million,
far below its £30.6 million low esti-
mate but besting its £9.9 million to-
tal at last year’s sale. Its top lot was
a rainbow-colored set of 10 “Skull”
silkscreen paintings by Andy War-
hol that sold to collector and dealer
Jose Mugrabi for £4.3 million, un-
der its £5 million low estimate. Mr.
Mugrabi didn’t need to put up much
of a fight to win the work: His only
rival was a Sotheby’s specialist bid-
ding on behalf of an unknown client.

Later in the sale, a European col-
lector bidding over the telephone

paid £2.8 million for Gerhard Rich-
ter’s red “Abstracke Bild,” under its
£3 million low estimate. An Ameri-
can telephone bidder, meanwhile,
paid£1.6millionforanuntitledpaint-
ing by Jean-Michel Basquiat. The
Basquiat had been estimated to sell
for between £1.5 million and £2 mil-
lion.Ofthe62worksofferedbySothe-
by’s, 17 failed to find buyers, includ-
ingpiecesbyCindySherman,YanPei-
Ming, Erik Bulatov, Sigmar Polke and
Marlene Dumas. The sale achieved
72.5 % of its potential value.

Ina twist, 40% of the winning bids
came from Americans, up from 19%
at last year’s sale. After the sale, New
York collector Larry Warsh said he
was “relieved” that a majority of the
works had sold. But he said collec-
tors who decide to put their works up
for auction will need to scale down
their expected price levels for art by
as much as a third until the financial
markets begin to climb again.

Most of the works offered during
the London sales were consigned by
sellers—and given estimated
prices—at least three months ago
when the financial outlook was
somewhat sunnier. Over the past
two weeks, the auction houses have
been working overtime to persuade
these sellers to lower their reserves,
or the minimum price needed for
the work. In the case of Damien
Hirst’s sculpture, “The Blood of
Christ,” at Sotheby’s, the low esti-
mate was £1 million but the auction-

eer kicked off the bidding level at
£400,000. The work sold for
£825,250. Phillips’ sale on Oct. 18
was highlighted by Warhol’s “Flow-
ers”, which sold for £735,650, nearly
reaching its £800,000 high esti-
mate, but the crowd in the sales-
room were more focused on artist
Takashi Murakami, who sat in the
front row and watched as his two-
story-tall sculpture, “Tongari-kun,”
stalled at £3.2 million, just shy of its
£3.5 low estimate, and failed to sell.
Overall, 38 of the 70 artworks of-
fered by Phillips failed to find buy-
ers, including pieces by Richard
Prince, Ron Arad, Ed Ruscha, Lisa
Yuskavage and Eric Fischl.

After the sale, Phillips’ Chairman
Simon de Pury said he was “disap-
pointed” by the result, adding that
collectors “obviously took a wait-
and-see approach” to the sale. He
said he and his staff might work to
further lower the reserve levels set
for works already consigned to Phil-
lips’ important New York sale sched-
uled for next month.

The London auctions, which con-
clude with Christie’s day sale on
Tuesday, coincided with the city’s
biggest contemporary art show, the
Frieze Art Fair, which also saw fewer
sales despite large crowds, accord-
ing to dealers exhibiting in the fair.

Tiqui Atencio, a major London
collector, attended the fair and sev-
eral auctions but says she didn’t buy
a thing: “I’m behaving right now.”

How the story of two families named
McCain offers a quintessential American
narrative in black and white. Page 30

CIA agent in Georgia
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Lucio Fontana’s 1963 futuristic black
oval, ‘Concetto Spaziale, La Fine di Dio,’
sold to a private buyer for £9 million,
below its £12 million estimate.

Big European players such as Iberdrola
are buying smaller U.S. wind companies.
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Obscure tax breaks raise cost of U.S. rescue
Steps are meant
to help industries,
investors amid crisis

FINANCIAL CRISIS & REPAIR

By Jesse Drucker

The $700 billion financial rescue
package approved by the U.S. Con-
gress to shore up banks also carries
a parallel bailout of the financial sec-
tor and other industries through a
series of obscure tax breaks.

Operating mostly under the ra-
dar screen, Congress, the Treasury
Department and the Internal Reve-
nue Service have been rolling back
various provisions of the tax code to
help industries and investors
caught up in the turmoil.

The most costly—and most con-
troversial—of the moves provide bil-
lions in extra tax relief to big banks
such as Wells Fargo & Co. and
Banco Santander SA. Another
change gives aid to investors stung
by the auction-rate-securities melt-
down. Still another shift relaxes tax
rules to help big multinationals
bring back cash from overseas.

The total sums involved aren’t
clear, but the cost will easily
amount to tens of billions of dollars,
tax experts say.

The latest such move was un-
veiled Tuesday, when Treasury said
that the cash infusions for banks
wouldn’t be considered “federal fi-
nancial assistance.” Normally, that
type of funding would count as tax-
able income for the recipients, and
could trigger other unfavorable tax
consequences for banks receiving as-
sistance that take part in mergers.

A Treasury spokesman said the
agency is seeking to “provide clarity
and certainty regarding tax issues
that have come up during market
turmoil.”

Tax experts say some of the
changes are justified, including a
number of technical fixes to protect
taxpayers from unintended conse-
quences related to government ac-
tions, such as the takeovers of Fan-
nie Mae and Freddie Mac, or the
substantial investments in banks.
Plus, the broader bailout legislation
passed by Congress earlier this
month shut some other tax loop-
holes, including one that permitted
offshore hedge-fund managers to
get favorable treatment for de-
ferred compensation.

The most controversial move is
an obscure IRS ruling that gives
banks the unfettered ability to use
the “tax losses” of banks they ac-
quired.

Typically, companies are permit-
ted to carry over tax benefits from
years when they lose money to help
offset taxes when they return to prof-
itability. However, for decades, Con-
gress has restricted the amount of
those losses that can be used in a
given year, to prevent companies
from buying and selling other firms
solely to benefit from the tax strategy.

In a one-sentence ruling issued
Sept. 30, Treasury effectively lifted
that restriction if the company be-
ing bought is a bank and the losses
are attributable to a portfolio of
loans.

Charles Grassley of Iowa, the
ranking Republican on the Senate Fi-
nance Committee, has complained
about the sudden loosening of the
rules. “Congress should have been
informed and consulted before Trea-
sury took such an extraordinary ac-
tion that likely will add billions of
dollars to the deficit,” he said.

Some experts argue that Treasury
has effectively shifted from adminis-
tering parts of the tax code to chang-
ing tax laws on its own. “It doesn’t
seem possible that they have this au-
thority,” said Robert Willens, an inde-
pendent corporate tax analyst.

The biggest beneficiary is likely
to be Wells Fargo. The San Fran-
cisco bank recently agreed to buy
Wachovia Corp. of Charlotte, N.C.,
which has been hammered by huge
losses on mortgage-related securi-
ties and loans. Wells Fargo has said
it expects to take $74 billion in write-
downs on the Wachovia portfolio.

Under the old rules, Wells Fargo
would have been limited to annual
tax deductions stemming from the
Wachovia losses of roughly $930 mil-
lion over the next 20 years, or a total
of $18.6 billion, estimates Mr. Wil-
lens. Wells Fargo will now be able to

use all $74 billion in losses. That will
likely mean additional tax savings to
Wells Fargo of about $19.4 bil-
lion—or more than the total pur-
chase price for Wachovia’s common
stock, currently about $14.3 billion.

A Wells Fargo spokeswoman
wouldn’t comment on the role of the
tax change in its decision to bid for
Wachovia, which bested an earlier
offer by Citigroup Inc. Wells Fargo’s
offer took place two days after Trea-
sury’s move.

The new tax benefit applies to
completed bank deals done in the
past three years, and possibly even
older ones, according to Treasury.

Another winner from the new
rule is Banco Santander, which re-
cently agreed to buy the rest of Sov-
ereign Bancorp. The Spanish bank
will be able to take advantage of Sov-
ereign’s $2 billion in tax losses more

quickly than under the old rules,
which would have required it to
wait nearly two decades to use up
the losses.

Because of the Sovereign pur-
chase, Banco Santander also will be
one of the many beneficiaries of a
separate break, aimed at hundreds
of banks that lost money on pre-
ferred stock in Fannie Mae and Fred-
die Mac. The shift allows the banks
to count those losses as ordinary
losses, rather than less-useful capi-
tal losses. The change is expected to
cost the U.S. government $3 billion,
according to the congressional
Joint Committee on Taxation.

Many investors were caught by
surprise when the auctions for auc-
tion-rate securities began to fail,
leaving them holding notes for
which there was no market. New
York Attorney General Andrew

Cuomo brokered settlements with
investment banks and brokerage
houses, in which the banks effec-
tively agreed to cover any losses suf-
fered by the investors.

A recent ruling by Treasury pro-
tects the investors in those arrange-
ments, in part by making clear that
an agreement by a bank to cover the
losses isn’t akin to taxable income.
Another ruling protects investors
who loaned shares to Lehman Broth-
ers Holdings Inc. from being taxed
on the transactions. Ordinarily, they
are required to get the shares back
within a prescribed time frame to
avoid owing taxes. That rule isn’t
normally waived, even if the bor-
rower of the shares goes bankrupt.
But the IRS made an exception that
effectively applies to transactions
with Lehman, which filed for bank-
ruptcy protection last month.
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Green investor Impax hires
a Deutsche Bank executive

Money managers face hit
Falling share prices,
skeptical investors
are eroding profits

www.efinancialnews.com

By William Hutchings

KNOCKOUT VICTORIES against
investment banks, mortgage
lenders and insurance compa-

nies have secured the credit crunch a
fearsome reputation. Its latest oppo-
nents: money managers.

U.K. fund manager Henderson
Group PLC this month issued a
profit warning that was accompa-
nied by a 44% plunge in its share
price. Retail asset manager New
Star Asset Management Ltd., down
40% the same week as the Hender-
son announcement, was forced to
deny comments by analysts that it
could breach its banking covenants.
Schroders PLC’s share price suf-
fered a 25% fall in a single day in the
same week, after Citigroup issued a
research note cutting its forecast
for Schroders’s year-end assets un-
der management.

Prospects for getting out of this
hole aren’t good. Assets under man-
agement, already reduced, are set to
fall, particularly in the most expen-
sive products, and with them fee in-
come. Job cuts are on their way, but
they can’t come quickly enough to
save profits.

Analysts at Goldman Sachs said
in a research note last week that
U.S. money managers are “expected
to start 2009 with assets under man-
agement down 15% year on year,”
slashing their earnings from man-
agement and performance fees.

Jonathan Compton, managing di-
rector of U.K. fund manager Bedlam
Asset Management, spelled out the
grimness of the situation when writ-
ing in his company’s recent interim
report, “This economic cycle is not
even halfway through, corporate
profits cannot hold up and financial
shares remain toxic. Any asset man-
ager which between now and early
2010 produces a zero return will be
top quartile.”

Retail, or individual, investors
would abandon active asset manage-
ment, he said. “There will be net sell-
ing of equities in most countries.
Many investors will flee into cash,
bonds, structured or ‘guaranteed’
products whose promises can rarely
be delivered, and even into index
trackers.”

Stock analysts agree. Morgan
Stanley said retail investors will pre-
fer bank deposits to funds for the
next 18 months. Goldman Sachs’s an-
alysts likened the situation to 1987:
“Following a brief recovery, flows re-
mained negative for over a year af-
ter the market had bottomed in
1987, and we expect a similar pat-
tern to take place in this cycle.”

Institutional investors aren’t ex-

pected to flee, but they are likely to
reduce their exposure to money
managers’ most expensive prod-
ucts. Mainstream managers have
been able to increase their fee in-
come over the past five years by fo-
cusing on specialist accounts, with
an institutional investor employing
one manager to run, say, U.S. stocks
while another runs Japanese gov-
ernment bonds, instead of employ-
ing a single manager to run a portfo-
lio that can invest in all asset
classes. This worked well for clients
when the markets were rising, but
the bear market means institutional
investors feel the costs more keenly
and reminds them that using a sin-
gle manager is cheaper.

“Institutional investors may
well turn again to multi-asset man-
agement to save costs and deliver
more consistent returns,” said Mat-
thew Stemp, head of the U.K. busi-
ness at UBS Global Asset Manage-
ment. “Specialist fund management
has been a kind of fair-weather ap-
proach, but it involves greater costs
both in governance and in manage-
ment fees. Multi-asset arrange-
ments save time and money and can
be more responsive in rapidly chang-
ing market conditions.”

Many mainstream managers that
have branched into hedge funds—the
most expensive asset-management
product—face a fall in performance-
fee income that could last some time.
BlueBay Asset Management PLC,

which Credit Suisse analysts describe
as “the strongest of the fund manage-
ment groups we cover in terms of net
flows since the beginning of the
credit crisis”, is predicted by Citi-
group to have to wait until the year
ending June 2010 before it will earn
significant performance fees again.

Some mainstream money man-
agers face significant client with-
drawals from their hedge funds.
Henderson’s flagship European
hedge fund, managed by Stephen
Peak, lost 17% of its value in Septem-
ber and was down 26% for the first
nine months of the year, and has suf-
fered redemptions; the company is
offering investors lower fees if they
back a restructuring.

A spokesman for Henderson
said, “We will continue to cut our
costs to get us through this current
situation and that may well involve
headcount reductions.”

Michael Long, an analyst at in-

vestment bank Keefe, Bruyette &
Woods focusing on money man-
agers, said: “There has been cost-
cutting in listed players. In the U.K.,
Henderson has been the highest pro-
file, F&C Asset Management PLC
has hinted at headcount reductions
and others could also need to trim
staff numbers.”

But with the developed econo-
mies’ stock markets falling by about
30% in September, governments
stepping into nationalize retail
banks followed by dramatic falls in
those same banks’ share prices, the
situation has been changing more
quickly than managers can react.

The stock analysts at Goldman
Sachs said of U.S. money managers:
“The rapid pace of deterioration in
assets under management leaves lit-
tle time for them to reposition re-
sources, which could lead to an oper-
ating margin decline of 2.5 percent-
age points on average.”

— NOTICE TO READERS —

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

By Lauren Willington

The chief financial officer of
Deutsche Bank AG’s asset and
wealth-management business in
the U.K. has left to become opera-
tions chief at Impax Group PLC, a
specialist environmental investor
that last week posted a rise in assets
under management.

Charlie Ridge joined Impax as
chief operating officer at the begin-
ning of the month and is responsible
for finance, operations, compliance
and administration.

On Thursday, Impax reported a
£201 million ($349 million) rise in
assets under management in a pre-
close statement for the 52 weeks to
Sept. 18. Assets under management
and advisory increased from £983
million at the end of Sept. 2007 to
£1.18 billion on Sept. 12.

The group’s assets under man-
agement were boosted last month
when it won a £37 million account
from the U.K.’s Environment
Agency, which runs its £1.5 billion
pension fund according to sustain-
able-investment principles.

Investors flee from hedge funds

The next victims
The credit crunch is now applying pressure to asset-management companies.
Analysts' estimates of year-on-year percentage change in selected companies 
earnings per share.

Source: Financial News
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By David Walker

Investors pulled more money
out of hedge funds in the third quar-
ter than any corresponding period
for which data have been collected.

Investors pulled about $31 billion
from hedge funds in the third quar-
ter, the largest amount in a quarter
since at least 1993, when industry an-
alysts Hedge Fund Research, the
source of this data, was founded.

The withdrawals, combined
with investment losses, left the in-
dustry with $1.72 trillion, down
from the $1.93 trillion it had at the
end of June, according to HFR. The
quarter’s overall decline in assets
was the largest since 2005, accord-
ing to HFR.

The average hedge fund lost
8.9% in the third quarter, HFR
found, leaving it down about 10%
for the first three quarters of this
year.

However, funds of hedge funds
are also feeling the pressure as their
investors withdrew $13.3 billion in
the third quarter.
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T
HE WORLD’S
largest steel-
maker by vol-

ume, ArcelorMittal,
said Friday it is consid-
ering cutting as much
as 15% of its output as
the global economic
slowdown deepens
and affects steel de-

mand. In Europe and Kazakhstan, the company has
temporarily reduced production by as much as 15%
and 20%, respectively. Steelmakers are cutting out-
put in light of weakening demand in the automo-
tive, construction and appliance sectors. Corus, a
unit of India’s Tata Steel Ltd. and Europe’s second-
largest steelmaker after ArcelorMittal, said last
week it would cut output as much as 20% over the
next three months. —Alex MacDonald

ArcelorMittal may reduce
steel output by up to 15%

T
WO BOARD mem-
bers of Ford Mo-
tor Co. resigned.

Sir John R. H. Bond
and Jorma Ollila have
served on the Ford
board since 2000.

In a regulatory fil-
ing, Ford said the two
directors “believe they

could not devote the additional time and interna-
tional travel that would be required of them as the
company responds to the unprecedented external en-
vironment and rapidly changing auto industry.”

The two directors won’t be immediately re-
placed; the board will now have 11 members.

A Ford spokesman said the resignations weren’t
connected to any disagreement over the manage-
ment or direction of the company. —Matthew Dolan
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Michigan frets over auto jobs
A GM-Chrysler deal
could cut thousands
in battered state

A
USTRIA’S largest
banks agreed with the
government and the

Austrian central bank to res-
cue Constantia Privatbank
AG.

The banks, including Er-
ste Group Bank AG and
Raiffeisen Zentralbank Ös-
terreich AG, will supply
Œ400 million, or about $540
million, the country’s mar-
kets regulator said Friday.

The Austrian National Bank will inject Œ50 million.
Constantia has Œ1.2 billion in assets and manages

around Œ10 billion. It is the first Austrian bank to
fall victim to the credit crisis and to be aided under
the Œ100 billion support package the government
presented recently. —Flemming E. Hansen
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By Neal E. Boudette

And Kate Linebaugh

Toyota Motor Corp. is launching
a $250 million marketing and sales
campaign that uses its substantial fi-
nancial muscle to bring customers
back into its showrooms.

The campaign is aimed at boosting
the auto maker’s market share at the
expense of its struggling Detroit-
basedrivals.Toyotaistrumpetingzero-
percent financing on 11 vehicles, in-
cluding its best-selling midsize Camry
and compact Corolla. The ads, which
began last week, emphasize the avail-
ability of loans for most customers.

Bob Carter, group vice president
at Toyota Motor Sales USA, said the
auto maker wants to dispel miscon-
ceptions that financing isn’t avail-
able at Toyota. “There is a percep-
tion that because of upheavals in
the financial markets that financing
isn’t available. There is a perception
that leasing isn’t available. Neither
is true for Toyota,” Mr. Carter said.

Toyota “is a company that’s flush
with cash and is really thinking about
how to use that cash right now,” said
Michael Maroone, chief operating of-
ficer of AutoNation Inc., the country’s
largest chain of auto dealerships.
“They are going to support themarket
in unprecedented ways.”

Toyota’s ability to push financing
deals is the latest sign of the compa-
ny’s rising strength compared to the
Detroit auto makers. Toyota re-
centlyopeneda sprawlingnewdevel-
opment center outside Ann Arbor,
Mich., in the backyard of the Big
Three. About 600 people now work
there, and the company plans to in-
crease that to about 1,000.

Toyota reported cash and equiva-
lents rose 17.2% to 1.9 trillion yen
($18.73 billion), at the end of Septem-
ber,asharpcontrastwithGeneralMo-
tors Corp., Ford Motor Co. and
ChryslerLLC,whichhavebeenhemor-
rhaging cash. All three are racking up
substantial losses, using up cash and
scrambling to raise new financing.

GM and Chrysler’s sales have
been hurt in recent weeks because
their financing units have had to cut
back on auto loans and leasing to
conserve capital.
 —Matthew Dolan

contributed to this article.

General Motors is currently negotiating a potential merger deal with Chrysler’s
majority owner, Cerberus Capital Management LP.

Two Ford directors resign,
citing turmoil, time issues
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 Auburn Hills, Mich.

AMERGER of General Motors
Corp. and Chrysler LLC would
land a heavy economic blow

on Michigan, a state already bat-
tered by waves of home foreclo-
sures and the loss of tens of thou-
sands of auto-industry jobs over the
last few years.

GM is negotiating a potential
deal with Chrysler’s majority
owner, Cerberus Capital Manage-
ment LP, hoping it can reap billions
of dollars in cost savings by shut-
ting down overlapping operations.
Analysts estimate more than half of
Chrysler’s 66,000 employees would
lose their jobs in a merger. Thou-
sands more would be affected at GM
and at suppliers and service compa-
nies that rely on work with Chrysler.

A merger “would create immedi-
ate pain for the Michigan economy,”
said Dana Johnson, chief economist
for Comerica Bank.

Michigan has borne the brunt of
the auto industry’s massive down-
sizing. Since 2005, GM, Chrysler
and Ford Motor Co. have cut more
than 100,000 jobs across the U.S.,
pushing the Detroit area into one of
the highest foreclosure rates in the
country. The economy has turned so
dire that the U.S. State Department
recently limited the placement of
Iraqi refugees in Michigan, a move
that only added to the general sense
of economic malaise gripping the re-
gion.

Michigan’s unemployment rate
in August was 8.9%, the highest in
the U.S., and economists suspect it
could hit double-digits next year
even without a GM-Chrysler deal.
Michigan last month had 13,605 fore-
closure filings, fourth highest in the
country.

Analysts see the potential for job
cuts and closures at several
Chrysler facilities in Michigan that
could be replaced by GM operations.
Chrysler’s Sterling Heights car
plant makes models that sell badly

and compete against some of GM’s
top models. GM might not need a
GM truck plant in Warren if it tries
to increase production in its own
plants. Chrysler’s Chelsea testing fa-
cility could be combined with GM’s
nearby proving grounds in Milford.
It is unclear if GM would need
Chrysler’s engine plants in Trenton
and Dundee.

Other locations outside of Michi-
gan could also be at risk, including a
truck plant in St. Louis; a car plant
in Belvedere, Ill.; and stamping and
assembly plants in Ohio.

At Chrysler’s headquarters here,
where 10,000 people are employed,
several workers said the mood is
grim. “Nobody’s doing much work,”
lamented an engineer. “We all fig-
ure we’re just going to get marched
out of here when the deal is done. I
don’t think GM thinks there’s much
of Chrysler worth keeping.”

Any deal could run into union op-
position. In several radio interviews
last week, United Auto Workers
President Ron Gettelfinger said he
is against a merger between Detroit
auto makers. Canadian Auto Work-
ers President Ken Lewenza echoed
those comments. “There are no
pros, only cons” to any tie-up be-
tween GM and Chrysler, the small-
est of Detroit’s Big Three, he said
Wednesday. Both unions have con-
tracts with GM and Chrysler that

prevent the companies from closing
plants in the near term.

Sean McAlinden, chief econo-
mist and vice president for research
at the nonprofit Center for Automo-
tive Research in Ann Arbor, Mich.,
said the real question would be how
quickly the cuts would happen for
those represented by the UAW, in-
cluding white-collar workers. His re-
search center had estimated that
U.S. auto industry will have lost al-
most 150,000 jobs between 2005
and 2011 before taking any merger
into account.

“The average age of the Chrysler
hourly worker is like 42, 43—about
four or five years younger than
those at GM. And they don’t want to
leave anymore,” even with the en-
ticement of a substantial buyout,
Mr. McAlinden said. “That’s one bar-
rier to a merger even happening.”

In the city of Auburn Hills, 25
miles north of Detroit, anxiety is run-
ning high. In early 1996, Chrysler’s
world headquarters moved into a
blue-glass skyscraper towering
above Interstate 75—a giant, “Pen-
tastar” logo adorning its top. The
well-to-do city relies heavily on its
business tax base, with about 60 cor-
porate offices in a city with less
than 20,000 residents.

“We’re all concerned about the
future of these automotive icons,”
said Jeff Love, the president of
Baker College of Auburn Hills who

can see Chrysler’s corporate cam-
pus from his office window. “All of
this uncertainty is not a healthy
thing.”

Michelle Hornberger, chief strat-
egy officer for Crittenton Hospital
Medical Center and a board member
at the Auburn Hills Chamber of Com-
merce said: “The people who have
talked about it have said it would
never happen. They just couldn’t
see the benefit and are shaking their
heads trying to figure out the value
in the merger.”

Chrysler, arguably the city’s
most important corporate citizen,
sold almost 2.7 million cars and
trucks last year. It is expected to pro-
vide Auburn Hills about $4 million
in tax revenue this year, according
to city officials. But Chrysler’s con-
tributions extend beyond the tax
rolls. Last year the auto maker’s
foundation doled out more than $20
million in charitable donations
across the region.

At Oakland University’s school
of business administration, Dean
Mohan Tanniru, said Chrysler pro-
vided $35,000 this year to help sup-
port a teleconferencing effort to
link business students in Auburn
Hills to those in China and India.
“Surely we’re interested in the im-
mediate impact,” Mr. Tanniru said.
“But we also have to think in terms
of competitiveness in the auto indus-
try in southeast Michigan. If this
adds a level of product mix that can
help a joint company in the end, we
have to be optimistic about it.”

Stopped outside the city’s munic-
ipal center over the weekend, Mike
and Kathy Jansen, who have lived in
Auburn Hills since 1974, said they
worry about what a merger would
mean if it was followed by massive
job cuts. Their house is paid off, Mr.
Jansen said, but the family still has
concerns about what a jump in the
city’s unemployment rate might do
for neighboring real-estate values
and the local rate of home foreclo-
sures.

Mr. Jansen, who had worked
part-time for the city’s fire depart-
ment, remembered fondly when he
visited the Chrysler complex as it
was springing up on old farmland al-
most 15 years ago.

“I just hope that we don’t have
empty buildings up there soon,” he
said.
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Lenders and central bank
to rescue Constantia

Toyota offers
financing deals
to U.S. shoppers
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars) Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S. dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk. yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

3.48% 10 World -a % % 177.04 1.29% –42.8% 5.21% 13 U.S. Select Dividend -b % % 628.17 –1.81% –28.2%

3.47% 10 Stoxx Global 1800 174.50 1.09% –38.2% 175.32 1.44% –41.7% 4.66% 13 Infrastructure 1308.10 2.58% –30.0% 1677.57 2.93% –34.0%

3.77% 11 Stoxx 600 214.30 3.81% –43.7% 215.26 4.17% –46.9% 2.50% 8 Luxury 639.30 3.20% –47.4% 729.07 3.56% –50.4%

3.88% 10 Stoxx Large 200 233.80 4.36% –42.8% 233.63 4.72% –46.0% 2.34% 9 BRIC 50 248.40 –2.80% –54.3% 318.59 –2.46% –56.8%

3.09% 11 Stoxx Mid 200 180.80 1.65% –47.7% 180.64 2.00% –50.6% 6.50% 4 Africa 50 698.20 0.23% –35.3% 596.08 0.58% –38.9%

3.47% 10 Stoxx Small 200 112.60 0.01% –49.3% 112.47 0.36% –52.2% 7.44% 7 GCC 40 802.90 –0.28% –20.1% 685.48 0.06% –24.6%

3.79% 10 Euro Stoxx 232.60 3.19% –45.3% 233.65 3.55% –48.3% 4.26% 9 Sustainability 710.50 2.54% –39.8% 806.96 2.90% –43.1%

3.87% 10 Euro Stoxx Large 200 250.60 3.57% –45.1% 250.24 3.93% –48.2% 2.80% 11 Islamic Market -a % % 1475.00 1.39% –39.4%

3.31% 11 Euro Stoxx Mid 200 206.50 1.87% –45.5% 206.10 2.23% –48.6% 3.12% 10 Islamic Market 100 1481.10 1.45% –30.8% 1705.00 1.81% –34.7%

3.55% 10 Euro Stoxx Small 200 125.90 0.19% –46.6% 125.57 0.54% –49.6% 6.98% 5 Islamic Turkey -c 1861.50 –3.21% –37.9% % %

9.20% 7 Stoxx Select Dividend 30 1299.20 0.85% –58.4% 1495.63 1.20% –60.7% 2.76% 11 Wilshire 5000 % % 9514.37 –0.37% –37.3%

6.29% 7 Euro Stoxx Select Div 30 1499.00 2.19% –55.0% 1732.23 2.54% –57.5% % DJ-AIG Commodity 141.30 1.55% –18.3% 138.05 1.91% –22.9%

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

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

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

Australia 1.4477 2.5005 1.2780 0.1954 0.0550 0.2219 0.0143 0.3854 1.9495 0.2615 1.2258 ...

 Canada 1.1811 2.0400 1.0426 0.1594 0.0449 0.1810 0.0116 0.3144 1.5905 0.2134 ... 0.8158

 Denmark 5.5352 9.5607 4.8863 0.7469 0.2105 0.8483 0.0546 1.4737 7.4540 ... 4.6867 3.8234

 Euro 0.7426 1.2826 0.6555 0.1002 0.0282 0.1138 0.0073 0.1977 ... 0.1342 0.6287 0.5129

 Israel 3.7560 6.4876 3.3157 0.5068 0.1428 0.5756 0.0370 ... 5.0580 0.6786 3.1802 2.5945

 Japan 101.4450 175.2209 89.5524 13.6888 3.8570 15.5466 ... 27.0088 136.6109 18.3273 85.8939 70.0731

 Norway 6.5252 11.2707 5.7602 0.8805 0.2481 ... 0.0643 1.7373 8.7872 1.1789 5.5249 4.5073

 Russia 26.3017 45.4296 23.2183 3.5491 ... 4.0308 0.2593 7.0026 35.4192 4.7517 22.2698 18.1679

 Sweden 7.4108 12.8003 6.5420 ... 0.2818 1.1357 0.0731 1.9731 9.9798 1.3388 6.2748 5.1190

 Switzerland 1.1328 1.9566 ... 0.1529 0.0431 0.1736 0.0112 0.3016 1.5255 0.2047 0.9591 0.7825

 U.K. 0.5790 ... 0.5111 0.0781 0.0220 0.0887 0.0057 0.1541 0.7796 0.1046 0.4902 0.3999

 U.S. ... 1.7272 0.8828 0.1349 0.0380 0.1533 0.0099 0.2662 1.3466 0.1807 0.8467 0.6908

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 403.00 18.50 4.81% 799.25 258.50
Soybeans (cents/bu.) CBOT 906.75 26.50 3.01 1,649.00 799.50
Wheat (cents/bu.) CBOT 566.25 11.00 1.98 1,284.25 430.00
Live cattle (cents/lb.) CME 92.550 1.725 1.90 115.325 89.050
Cocoa ($/ton) ICE-US 2,122 –2 –0.09% 3,273 1,845
Coffee (cents/lb.) ICE-US 115.60 2.65 2.35 178.90 109.35
Sugar (cents/lb.) ICE-US 11.58 0.42 3.76 15.85 9.89
Cotton (cents/lb.) ICE-US 52.57 3.00 6.05 98.45 45.66
Crude palm oil (ringgit/ton) MDEX 1,635.00 –16 –0.97 4,190 1,593
Cocoa (pounds/ton) LIFFE 1,270 –2 –0.16 1,706 979
Robusta coffee ($/ton) LIFFE 1,794 33 1.87 2,747 1,642

Copper (cents/lb.) COMEX 217.95 9.40 4.51 404.50 204.05
Gold ($/troy oz.) COMEX 787.70 –16.80 –2.09 1,048.00 437.00
Silver (cents/troy oz.) COMEX 933.50 –30.00 –3.11 2,155.00 601.00
Aluminum ($/ton) LME 2,174.00 –3.00 –0.14 3,340.00 2,174.00
Tin ($/ton) LME 13,300.00 –605.00 –4.35 25,450 13,300
Copper ($/ton) LME 4,640.00 –178.00 –3.69 8,811.00 4,640.00
Lead ($/ton) LME 1,336.00 –114.00 –7.86 3,750.00 1,336.00
Zinc ($/ton) LME 1,168.00 –74.00 –5.96 2,975.00 1,168.00
Nickel ($/ton) LME 10,550 –1,055 –9.09 34,050 10,550

Crude oil ($/bbl.) NYMEX 72.13 1.87 2.66 148.60 19.75
Heating oil ($/gal.) NYMEX 2.1569 0.0461 2.18 4.2935 2.0400
RBOB gasoline ($/gal.) NYMEX 1.6496 0.0420 2.61 3.5547 1.5834
Natural gas ($/mmBtu) NYMEX 7.306 0.091 1.26 14.546 0.117
Brent crude ($/bbl.) ICE-EU 69.60 1.76 2.59 150.12 54.51
Gas oil ($/ton) ICE-EU 681.50 5.00 0.74 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 17
Per In

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

Argentina peso-a 4.3207 0.2314 3.2085 0.3117

Brazil real 2.8610 0.3495 2.1245 0.4707
Canada dollar 1.5905 0.6287 1.1811 0.8467

1-mo. forward 1.5900 0.6289 1.1807 0.8470
3-mos. forward 1.5868 0.6302 1.1784 0.8486
6-mos. forward 1.5852 0.6308 1.1772 0.8495

Chile peso 831.29 0.001203 617.30 0.001620
Colombia peso 3054.37 0.0003274 2268.13 0.0004409
Ecuador US dollar 1.3466 0.7426 1 1
Mexico peso-a 17.2055 0.0581 12.7765 0.0783
Peru sol 4.1288 0.2422 3.0660 0.3262
Uruguay peso-e 29.559 0.0338 21.950 0.0456
U.S. dollar 1.3466 0.7426 1 1
Venezuela bolivar 2.8917 0.345822 2.1473 0.465701

ASIA-PACIFIC
Australia dollar 1.9495 0.5129 1.4477 0.6908
China yuan 9.2020 0.1087 6.8333 0.1463
Hong Kong dollar 10.4445 0.0957 7.7559 0.1289
India rupee 65.8377 0.0152 48.8900 0.0205
Indonesia rupiah 13201 0.0000758 9803 0.0001020
Japan yen 136.61 0.007320 101.45 0.009858

1-mo. forward 136.29 0.007337 101.21 0.009881
3-mos. forward 135.56 0.007377 100.67 0.009934
6-mos. forward 134.87 0.007415 100.15 0.009985

Malaysia ringgit-c 4.7543 0.2103 3.5305 0.2832
New Zealand dollar 2.1808 0.4585 1.6194 0.6175
Pakistan rupee 111.233 0.0090 82.600 0.0121
Philippines peso 64.525 0.0155 47.915 0.0209
Singapore dollar 1.9919 0.5020 1.4792 0.6761
South Korea won 1797.10 0.0005565 1334.50 0.0007494
Taiwan dollar 43.852 0.02280 32.564 0.03071
Thailand baht 46.123 0.02168 34.250 0.02920

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

Euro zone euro 1 1 0.7426 1.3467
1-mo. forward 1.0010 0.9990 0.7433 1.3453
3-mos. forward 1.0017 0.9983 0.7438 1.3444
6-mos. forward 1.0042 0.9958 0.7457 1.3410

Czech Rep. koruna-b 25.076 0.0399 18.621 0.0537
Denmark krone 7.4540 0.1342 5.5352 0.1807
Hungary forint 266.70 0.003750 198.05 0.005049
Norway krone 8.7872 0.1138 6.5252 0.1533
Poland zloty 3.5534 0.2814 2.6387 0.3790
Russia ruble-d 35.419 0.02823 26.302 0.03802
Slovak Rep. koruna 30.5420 0.03274 22.6800 0.04409
Sweden krona 9.9798 0.1002 7.4108 0.1349
Switzerland franc 1.5255 0.6555 1.1328 0.8828

1-mo. forward 1.5244 0.6560 1.1320 0.8834
3-mos. forward 1.5218 0.6571 1.1301 0.8849
6-mos. forward 1.5204 0.6577 1.1290 0.8857

Turkey lira-d 2.0217 0.4946 1.5013 0.6661
U.K. pound 0.7796 1.2826 0.5790 1.7272

1-mo. forward 0.7808 1.2807 0.5798 1.7247
3-mos. forward 0.7828 1.2775 0.5813 1.7203
6-mos. forward 0.7858 1.2726 0.5835 1.7137

MIDDLE EAST/AFRICA
Bahrain dinar 0.5077 1.9697 0.3770 2.6525
Egypt pound-a 7.4995 0.1333 5.5690 0.1796
Israel shekel 5.0580 0.1977 3.7560 0.2662
Jordan dinar 0.9528 1.0495 0.7076 1.4133
Kuwait dinar 0.3620 2.7626 0.2688 3.7202
Lebanon pound 2021.32 0.0004947 1501.00 0.0006662
Saudi Arabia riyal 5.0604 0.1976 3.7578 0.2661
South Africa rand 13.6119 0.0735 10.1080 0.0989
United Arab dirham 4.9456 0.2022 3.6725 0.2723
SDR -f 0.8859 1.1288 0.6579 1.5201

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 600 214.27 7.87 3.81% –41.2% –43.7%

 11 DJ Stoxx 50 2266.14 128.75 6.02 –38.5% –40.7%

 10 Euro Zone DJ Euro Stoxx 232.57 7.19 3.19 –43.9% –45.3%

 9 DJ Euro Stoxx 50 2532.17 108.37 4.47 –42.4% –42.6%

 6 Austria ATX 2011.36 –69.26 –3.33% –55.4% –58.1%

 6 Belgium Bel-20 2015.30 68.92 3.54 –51.2% –54.4%

 9 Czech Republic PX 842.8 –95.7 –10.20 –53.6% –55.1%

 10 Denmark OMX Copenhagen 274.59 8.79 3.31 –38.8% –42.2%

 8 Finland OMX Helsinki 6080.19 287.65 4.97 –47.6% –49.8%

 8 France CAC-40 3329.92 148.92 4.68 –40.7% –42.0%

 9 Germany DAX 4781.33 158.52 3.43 –40.7% –39.4%

 … Hungary BUX 12928.70 –310.69 –2.35 –50.7% –53.4%

 2 Ireland ISEQ 2720.38 –7.45 –0.27 –60.8% –65.1%

 6 Italy S&P/MIB 21645 931 4.49 –43.9% –45.7%

 4 Netherlands AEX 252.26 4.22 1.70 –51.1% –54.2%

 5 Norway All-Shares 281.23 7.97 2.92 –50.7% –51.1%

 17 Poland WIG 28624.85 –1422.54 –4.73 –48.6% –54.7%

 9 Portugal PSI 20 6689.23 36.34 0.55 –48.6% –47.5%

 … Russia RTSI 667.62 –46.28 –6.48% –70.9% –68.8%

 8 Spain IBEX 35 9655.2 347.0 3.73% –36.4% –37.8%

 15 Sweden OMX Stockholm 201.57 1.88 0.94 –42.7% –47.0%

 10 Switzerland SMI 6099.62 381.09 6.66 –28.1% –31.8%

 … Turkey ISE National 100 25870.17 –1730.54 –6.27 –53.4% –53.4%

 7 U.K. FTSE 100 4063.01 201.62 5.22 –37.1% –37.8%

 10 ASIA-PACIFIC DJ Asia-Pacific 90.84 1.03 1.15 –42.5% –45.4%

 … Australia SPX/ASX 200 3970.8 –42.6 –1.06 –37.4% –40.8%

 … China CBN 600 14578.77 108.92 0.75 –64.8% –66.0%

 9 Hong Kong Hang Seng 14554.21 –676.31 –4.44 –47.7% –50.6%

 12 India Sensex 9975.35 –606.14 –5.73 –50.8% –43.2%

 … Japan Nikkei Stock Average 8693.82 235.37 2.78 –43.2% –48.3%

 … Singapore Straits Times 1878.51 –72.69 –3.73 –45.8% –49.4%

 11 South Korea Kospi 1180.67 –33.11 –2.73 –37.8% –40.1%

 11 AMERICAS DJ Americas 236.69 –0.02 –0.01 –37.2% –38.6%

 … Brazil Bovespa 36399.09 –42.63 –0.12 –43.0% –40.2%

 11 Mexico IPC 20312.83 –145.10 –0.71 –31.2% –36.2%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 16, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.20% 12 ALL COUNTRY (AC) WORLD* 231.83 –2.01%–42.5% –43.7%

3.20% 13 World (Developed Markets) 937.10 –1.40%–41.0% –42.6%

2.90% 14 World ex-EMU 110.34 –0.40%–39.0% –41.3%

3.00% 14 World ex-UK 938.19 –0.82%–40.1% –41.8%

4.10% 10 EAFE 1,218.07 –7.08%–45.9% –47.0%

3.20% 10 Emerging Markets (EM) 576.50 –7.51%–53.7% –52.2%

4.70% 9 EUROPE 72.22 –4.98%–43.3% –45.3%

4.90% 9 EMU 139.34 –6.68%–50.2% –49.3%

4.50% 10 Europe ex-UK 79.20 –4.78%–43.2% –44.6%

6.30% 8 Europe Value 81.01 –5.57%–46.6% –49.5%

3.10% 12 Europe Growth 62.60 –4.42%–40.1% –41.0%

4.00% 10 Europe Small Cap 117.14 –4.58%–45.6% –49.6%

3.00% 7 EM Europe 187.26 –8.39%–61.1% –57.4%

5.20% 8 UK 1,147.50 –5.42%–40.3% –40.7%

4.40% 10 Nordic Countries 104.55 –5.00%–49.3% –53.5%

2.10% 6 Russia 465.69 –9.64%–69.0% –63.8%

4.00% 12 South Africa 521.64 –3.69%–26.8% –27.0%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 255.04 –8.16%–51.9% –52.3%

2.20% 14 Japan 539.03 –9.91%–42.7% –47.7%

2.80% 11 China 38.02 –5.95%–55.5% –57.0%

1.30% 14 India 409.71 –2.37%–52.1% –41.6%

2.20% 10 Korea 334.96 –9.81%–35.2% –36.8%

6.50% 10 Taiwan 196.46 –3.37%–41.2% –46.0%

2.30% 18 US BROAD MARKET 1,030.09 4.32%–35.4% –37.9%

1.70% 36 US Small Cap 1,332.16 5.35%–32.9% –36.5%

2.70% 11 EM LATIN AMERICA 2,076.82 –3.00%–52.8% –49.8%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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British Airways, which is discussing a potential merger with a new Italian airline,
announced in July plans to merge with Iberia, its longtime partner.
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BA discusses Alitalia link
U.K. airline explores
possible partnership
with Italian group

By Daniel Michaels

And Stacy Meichtry

LONDON—British Airways PLC is
discussing a potential commercial
partnership with the airline being
created from Italy’s insolvent Alita-
lia SpA but won’t take an equity
stake, BA Chief Executive Willie
Walsh said in an interview.

Europe’s fragmented airline indus-
try appears to be accelerating its con-
solidation efforts as carriers come un-
der financial pressure because of high
oil prices and the threat of recession.

BA, which so far has remained fi-
nancially sound despite declining
traffic, wants to participate in this
consolidation—but not at any price.

“There’s absolutely no shortage
of airlines out there that we could
pursue and acquire, but why would
you want to do it?” Mr. Walsh said.
“Most of these airlines are avail-

able because they’re in a mess.”
Italian investors grouped into a

company called Compagnia Aerea
Italiana, or CAI, plan to buy Alitalia’s
newer planes and airport slots and
merge them with smaller local rival
AirOne SpA to create a new airline.
Alitalia was placed under bank-
ruptcy protection in August.

Because CAI’s managers are new
to the airline industry, however, they
want one of Europe’s top car-
riers involved in the restruc-
turing process. Germany’s
Deutsche Lufthansa AG and
Air France-KLM SA are also
looking into the possibility
of partnerships with CAI.

Mr. Walsh said he met on
Wednesday with Rocco Sa-
belli, the executive who
would run the new Italian
airline. “If successful, it
would definitely be worth-
while...having a relationship
with them, but we’re not looking to in-
vest,” Mr. Walsh said.

Lufthansa and Air France have
both expressed interest in buying a
minority stake in CAI.

Mr. Walsh said that from BA’s ex-

perience, investment isn’t necessary
for a successful commercial partner-
ship. Nonetheless, CAI’s investors
are also hoping to raise money
through the sale of equity in the re-
launched airline.

A CAI spokesman said Air France
and Lufthansa better understood
CAI’s interest in attracting an equity
and commercial partner. “Talks with
British Airways have so far been lim-

ited to a commercial part-
nership, which falls some-
what short of CAI’s overall
requirements,” a CAI
spokesman said. Mr. Walsh
said not investing could be
an issue in his talks.

BA and its big European
rivals have been busy. BA
and its longtime partner,
Spain’s Iberia Lineas Aereas
de Espana SA, in July an-
nounced plans to merge.

Mr. Walsh said talks on
the deal “are moving slowly, but they
are moving.” BA Chairman Martin
Broughton recently said he expects
to close the deal by next spring. “We
will move at the pace that makes
sense,” Mr. Walsh said.

Lufthansa officials recently
agreed to buy a minority stake in the
parent of small carrier Brussels Air-
lines and have said they will exercise
an option to acquire closely held
BMI British Midland Airways Ltd., a
much smaller carrier than BA.

Lufthansa and Air France-KLM
are also competing to be selected as
the preferred bidder for a minority
stake in troubled Austrian Airlines

AG, according to people familiar with
the process. The airline is being sold
by the Austrian government.

Mr. Walsh said BA had explored
the possibility of bidding for Aus-
trian but decided not to. BA also bid
for Brussels Airlines against
Lufthansa, Mr. Walsh said, but hadn’t
pushed hard.
 —Dana Cimilluca

contributed to this article.

Willie Walsh

CORPORATE NEWS
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 38.10 $25.29 –0.17 –0.67%
Alcoa AA 24.60 11.80 –0.41 –3.36%
AmExpress AXP 20.70 23.33 –0.31 –1.31%
BankAm BAC 104.70 23.24 –1.04 –4.28%
Boeing BA 9.30 44.55 –0.24 –0.54%
Caterpillar CAT 17.50 39.32 –3.05 –7.20%
Chevron CVX 19.90 62.35 –0.75 –1.19%
Citigroup C 152.30 14.88 –1.02 –6.42%
CocaCola KO 19.50 44.20 –1.58 –3.45%
Disney DIS 17.00 24.75 0.48 1.98%
DuPont DD 10.10 33.77 –0.08 –0.24%
ExxonMobil XOM 53.90 68.04 –1.41 –2.03%
GenElec GE 117.90 19.63 –0.26 –1.31%
GenMotor GM 23.90 6.43 0.03 0.47%
HewlettPk HPQ 20.70 39.71 0.05 0.13%
HomeDpt HD 25.80 20.21 0.51 2.59%
Intel INTC 88.10 15.50 –0.38 –2.39%
IBM IBM 13.60 90.78 –0.74 –0.81%
JPMorgChas JPM 58.10 39.33 –1.16 –2.86%
JohnsJohns JNJ 23.60 62.65 –0.85 –1.34%
KftFoods KFT 19.10 28.62 1.12 4.07%
McDonalds MCD 10.70 53.80 –0.66 –1.21%
Merck MRK 21.00 28.50 0.31 1.10%
Microsoft MSFT 126.20 23.93 –0.26 –1.07%
Pfizer PFE 67.20 16.91 –0.06 –0.35%
ProctGamb PG 18.10 61.74 –0.03 –0.05%
3M MMM 6.80 56.49 –0.78 –1.36%
UnitedTech UTX 10.80 50.71 –2.17 –4.10%
Verizon VZ 19.60 27.19 –0.22 –0.80%
WalMart WMT 29.90 53.77 –0.85 –1.56%

Dow Jones Industrial AverageP/E: nil
LAST: 8852.22 t 127.04, or 1.41%

YEAR TO DATE: t 4,412.60, or 33.3%

OVER 52 WEEKS t 4,669.80, or 34.5%

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

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

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

UBS 114 –38 –100 –175 Imperial Tob Gp 399 46 95 209

KBC Bank 256 –31 96 118 Rep Iceland "1,070" 53 119 711

Nordea Bank 98 –4 –30 4 FIAT  609 53 172 328

Rabobank Nederland 88 –4 –38 –12 Stena Aktiebolag 476 55 81 93

EMI Group 859 –3 –4 –20 Grohe Hldg  "1,102" 56 16 128

Bco Bilbao Vizcaya Argentaria 64 –3 –11 –79 TUI AG 780 60 125 181

Zurich Ins 77 –2 –3 –38 Rank Gp 838 68 145 241

Bca Monte dei Paschi di Siena 66 –2 –10 –64 Norske Skogindustrier "1,250" 71 101 213

Cr Suisse Group 104 –2 10 –64 Corus Group 564 97 179 280

Bco Santander 73 –2 –11 –75 Thomson "1,130" 109 282 528

Source: Markit Group

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

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

ENI Italy Integrated Oil & Gas $86.2 16.00 14.53% –38.3% –26.3%

Anglo Amer U.K. General Mining 30.0 12.95 12.32 –59.5 –15.1

Novartis Switzerland Pharmaceuticals 138.8 59.50 11.95 –3.5 –12.6

Nokia Finland Telecom Equipment 63.9 12.50 10.62 –52.0 –6.4

ArcelorMittal Luxembourg Iron & Steel 43.3 22.22 10.57 –59.6 ...

ING Groep Netherlands Life Insurance $20.5 7.34 –27.48% –76.8 –68.7

UBS Switzerland Banks 47.0 18.16 –4.87 –68.5 –61.5

Assicurazioni Gen Italy Full Line Insurance 40.0 21.09 0.57% –31.6 –7.6

AXA S.A. France Full Line Insurance 45.6 16.43 0.58 –45.4 –26.0

Allianz SE Germany Full Line Insurance 44.0 72.24 1.23 –53.7 –36.5

...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

GDF Suez 86.6 29.39 10.51% –24.8% 13.9%
France (Multiutilities)
Deutsche Telekom 66.9 11.41 10.46 –13.7 –23.7
Germany (Mobile Telecom)
BHP Billiton 34.5 8.96 10.42 –51.2 15.0
U.K. (General Mining)
Roche Hldg Part. Cert. 108.8 175.50 10.38 –14.1 –4.4
Switzerland (Pharmaceuticals)
E.ON 77.3 28.70 10.30 –34.4 19.9
Germany (Multiutilities)
Rio Tinto 41.3 22.50 9.76 –46.5 8.5
U.K. (General Mining)
Total S.A. 116.2 36.44 9.74 –34.8 –26.7
France (Integrated Oil & Gas)
Sanofi-Aventis S.A. 78.6 44.45 9.31 –25.2 –34.1
France (Pharmaceuticals)
Daimler 33.4 25.71 9.15 –65.2 –35.4
Germany (Automobiles)
GlaxoSmithKline 112.8 11.44 8.64 –8.0 –19.2
U.K. (Pharmaceuticals)
BP 154.0 4.32 8.62 –29.3 –28.8
U.K. (Integrated Oil & Gas)
UniCredit 41.8 2.33 7.75 –59.7 –49.1
Italy (Banks)
Royal Dutch Shll 85.9 18.00 7.69 –39.1 –26.0
U.K. (Integrated Oil & Gas)
Iberdrola S.A. 39.6 5.90 7.66 –46.7 6.1
Spain (Conventional Electricity)
Nestle S.A. 148.4 43.92 7.33 –14.5 14.7
Switzerland (Food Products)
Koninklijke Philips Elec 19.6 13.95 6.82 –52.5 –35.4
Netherlands (Consumer Electronics)
Vodafone Grp 116.7 1.16 6.76 –33.6 –18.0
U.K. (Mobile Telecom)
Credit Suisse Grp 48.5 48.50 6.59 –37.7 –10.6
Switzerland (Banks)
Tesco 45.9 3.39 6.48 –27.1 13.8
U.K. (Food Retailers & Wholesalers)
Unilever 42.8 18.54 5.64 –17.6 –3.3
Netherlands (Food Products)

Royal Bk of Scot 19.6 0.69 5.54% –84.0% –84.1%
U.K. (Banks)
ABB 34.5 16.85 5.44 –46.7 92.0
Switzerland (Industrial Machinery)
SAP 44.9 26.76 5.27 –29.5 –26.7
Germany (Software)
Intesa Sanpaolo 48.0 3.01 5.24 –44.2 –20.6
Italy (Banks)
Astrazeneca 58.5 23.33 5.23 –5.2 –10.1
U.K. (Pharmaceuticals)
Telefonica S.A. 97.1 15.34 5.21 –31.9 13.9
Spain (Fixed Line Telecom)
L.M. Ericsson Tel B 20.2 50.20 5.02 –46.8 –61.5
Sweden (Telecom Equipment)
France Telecom 72.1 20.51 4.75 –15.1 –10.4
France (Fixed Line Telecom)
Siemens 55.6 45.20 4.68 –50.5 –25.7
Germany (Electronic Equipment)
British Amer Tob 58.0 16.60 4.60 –6.7 41.3
U.K. (Tobacco)
Barclays 31.1 2.21 3.51 –61.5 –58.0
U.K. (Banks)
HSBC Hldgs 165.3 7.97 3.27 –13.7 –9.2
U.K. (Banks)
Bayer 40.6 39.50 3.19 –34.4 38.3
Germany (Specialty Chemicals)
Diageo 40.9 8.46 2.98 –23.6 3.6
U.K. (Distillers & Vintners)
Banco Bilbao Viz 50.1 9.94 2.69 –42.2 –29.6
Spain (Banks)
BASF 31.2 24.52 2.34 –49.2 –16.6
Germany (Commodity Chemicals)
Deutsche Bk 23.3 32.61 2.32 –63.3 –56.5
Germany (Banks)
Banco Santander 78.1 9.28 1.98 –34.7 –13.3
Spain (Banks)
BNP Paribas S.A. 68.6 55.94 1.70 –26.1 –9.4
France (Banks)
Soc. Generale 36.0 45.30 1.69 –58.5 –46.5
France (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 -10.03% -27.37% -30.8% -35.9% -36.3%
Merger Arbitrage 3.04% -7.00% -9.9% -9.3% -10.4%
Event Driven -1.37% -13.28% -16.1% -18.1% -19.3%
Distressed Securities -3.16% -15.41% -17.4% -23.6% -26.2%
Equity Market Neutral 0.22% -0.32% -4.8% -3.7% -2.7%
Equity Long/Short -0.10% -7.21% -13.6% -13.4% -12.7%

*Estimates as of 10/16/08, 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 1.40 99.09% 0.01% 1.46 1.18 1.28

Eur. High Volatility: 10/1 2.94 96.90 0.02 3.10 2.16 2.56

Europe Crossover: 10/1 7.45 93.46 0.06 7.47 5.74 6.47

Asia ex-Japan IG: 10/1 3.33 94.45 0.02 3.33 1.99 2.67

Japan: 10/1 2.08 97.29 0.02 2.26 1.58 1.88

 Note: Data as of October 16

Spreads
Spreads on five-
year swaps for 
corporate debt; 
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.

BLUE CHIPS & BONDS

US: Bank revenues from equity capital markets

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

Source: Dealogic
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BP narrows choices at TNK-BP
Former Norilsk CEO
is candidate to head
troubled oil venture

CORPORATE NEWS

By Adam Ewing

STOCKHOLM—Sony Ericsson
swung to a third-quarter loss, hit
by lower sales as demand slowed
in mature markets.

Unlike its bigger rival Nokia
Corp., which dominates emerging-
market sales of mobile phones,
Sony Ericsson is largely depen-
dent on sales from developed mar-
kets.

The joint venture between Ja-
pan’s Sony Corp. and Sweden’s
Telefon AB L.M. Ericsson, on Fri-
day posted a net loss of Œ25 mil-
lion ($33.5 million), compared
with a Œ267 million net profit a
year earlier.

Net sales dropped 9.7% to Œ2.81
billion from Œ3.12 billion, hurt by
unfavorable currency fluctuations
and the company’s shift toward
less-expensive phones. The aver-
age selling price for its handsets
declined to Œ109 from Œ116 in the
second quarter and from Œ120 a
year earlier because of tougher
competition in the market for
mid- to high-end phones.

Cost cuts helped keep the com-
pany’s loss smaller than analysts
had expected, and its unit ship-
ments and market share held
steady from the previous quarter.

Shares in Ericsson rose 5% Fri-
day in Stockholm, while Sony
shares rose 5.2% in Tokyo.

“As expected, the third quarter
has continued to be challenging
for Sony Ericsson,” said Chief Ex-
ecutive Dick Komiyama. He said
the company is moving ahead with
cost-cutting plans, including con-
solidating research-and-develop-
ment facilities.

After issuing two profit warn-
ings this year, Sony Ericsson in
July flagged the third quarter as
particularly challenging, and said
it aimed to cut operating costs by
Œ300 million annually by the mid-
dle of next year to help the com-
pany become more agile and effi-
cient.

Sony Ericsson said its gross
margin, which fell to 22% from 31%
a year earlier, was hit by intense
price competition, especially in Eu-
rope, and higher costs from suppli-
ers. New products helped cancel
out some of the negative effects,
the company said.

Nomura analyst Richard Wind-
sor said that while gross margin
suffered, cost controls helped min-
imize the impact on operating mar-
gin. He said the company’s situa-
tion isn’t likely to change in the
fourth quarter as higher volume
will likely be offset by lower
prices.

Sony Ericsson
swings to a loss
of $33.5 million

By Alexander Kolyandr,

Guy Chazan

And Benoit Faucon

The former head of Russian met-
als giant OAO GMK Norilsk Nickel,
Denis Morozov, is one of three candi-
dates for the job of chief executive
of TNK-BP, BP PLC’s troubled Rus-
sian venture, according to people fa-
miliar with the situation.

The appointment of a new CEO
was a key condition of the truce
called between BP and its Russian
partners in the 50-50 joint venture
after a protracted shareholder bat-

tle that paralyzed operations at
TNK-BP, which is Russia’s third big-
gest oil producer.

The people familiar with the situ-
ation said BP will have a final short-
list of candidates for the CEO spot by
the end of the month. The winning
candidate will replace current CEO
Bob Dudley. The Russian sharehold-
ers, who make up the Alfa-Access-
Renova consortium, had long de-
manded Mr. Dudley’s departure, ac-
cusing him of running TNK-BP as a
subsidiary of BP and blocking efforts
to expand it internationally. BP said
the criticisms masked an attempt by
AAR to grab control of the company.

Mr. Dudley left Russia in the sum-
mer, complaining of harassment by
the Russian authorities. He has con-
tinued to run the company from an
undisclosed location.

AAR, which is owned by four Rus-

sian billionaires, demanded any
new CEO speak Russian and have
management experience in Russia.
Mr. Morozov fits the bill. He is also
well-regarded by the Kremlin, a key
advantage amid tightening state
control of the country’s oil and gas
sector. Kremlin officials had sug-
gested him as a possible replace-
ment for Mr. Dudley as early as July,
according to people familiar with
the situation. These people say he
has also been offered a senior posi-
tion in government.

Mr. Morozov worked at Norilsk
for more than a decade, and helped
transform the company from a So-
viet relic to an internationally re-
spected, well-managed metals and
mining giant.

In the 1990s, Mr. Morozov worked
at Alfa Bank, the banking arm of Alfa
Group which is owned by Mikhail

Fridman, one of the Russian share-
holders in TNK-BP.

Norilsk has lately been roiled by
a battle for control between two Rus-
sian billionaires, Vladimir Potanin
and Oleg Deripaska. A casualty of
the conflict, Mr. Morozov was
forced to leave in July. Analysts say
his lack of success in mediating be-
tween the two warring sharehold-
ers in Norilsk means he may have a
tough time attempting the same
task at TNK-BP.

Spokesmen for BP and Mr. Moro-
zov declined to comment.

Separately, Russia’s state-con-
trolled OAO Gazprom on Friday
warned it could pull out of a long-de-
layed deal with TNK-BP on the
Kovykta gas field as regulators
threatened to yank the field’s license,
but TNK-BP said it hoped the agree-
ment would be concluded soon.

Sony Ericsson
Net profit/loss, in millions of euros

Source: the company
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KBL Key Eur Sm Cie EU EQ LUX 10/15 EUR 765.93 –44.1 –50.5 –23.3
KBL Key Europe EU EQ LUX 10/15 EUR 536.55 –39.3 –43.3 –20.4
KBL Key Far East AS EQ LUX 10/15 USD 984.52 –48.5 –52.5 –13.5
KBL Key Major Em Mkts GL EQ LUX 10/15 USD 393.24 –57.7 –57.0 –14.1
KBL Key NaturalRes EUR OT EQ LUX 10/15 EUR 353.22 –43.2 –45.0 NS
KBL Key NaturalRes USD OT EQ LUX 10/15 USD 365.06 –47.2 –47.4 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 10/10 USD 35.30 –52.9 –51.0 –15.9
LG Asian Plus AS EQ CYM 10/10 USD 40.59 –52.5 –51.5 –11.5
LG Asian SmallerCo's AS EQ BMU 10/16 USD 55.09 –65.4 –66.9 –32.0
LG India EA EQ MUS 10/10 USD 34.92 –62.6 –55.2 –16.2
Siberian Investment Co EE EQ IRL 09/30 USD 31.15 –64.6 –61.9 –27.0

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/16 EUR 32.81 –55.1 –62.7 –24.8
MP-TURKEY.SI OT OT SVN 10/15 EUR 24.44 –52.1 –54.7 –21.8

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 10/16 EUR 3.58 –60.1 –62.1 NS
Parex Eastern Europ Bd EU BD LVA 10/16 USD 11.36 –16.9 –16.1 –5.3
Parex Russian Eq EE EQ LVA 10/16 USD 11.02 –65.3 –61.0 –25.0
Parex Ukrainian Eq EU EQ LVA 10/16 EUR 3.30 –67.8 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 10/16 USD 112.64 –52.3 –56.9 –14.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/16 USD 108.30 –52.7 –57.4 –14.9
PF (LUX)-Biotech-Pca OT EQ LUX 10/15 USD 272.16 –18.2 –24.0 0.5
PF (LUX)-CHF Liq-Pca CH MM LUX 10/15 CHF 123.75 1.4 1.9 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/15 CHF 95.53 1.4 1.9 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/15 EUR 128.07 –42.4 –45.7 –20.4
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/15 USD 75.33 –44.9 –43.8 –13.9
PF (LUX)-East Eu-Pca EU EQ LUX 10/15 EUR 194.08 –62.2 –60.9 –28.8
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/16 USD 96.59 –58.2 –59.5 –18.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/16 USD 322.36 –56.1 –57.2 –18.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/15 EUR 83.90 –38.5 –42.0 –19.2
PF (LUX)-EUR Bds-Pca EU BD LUX 10/15 EUR 363.55 0.6 0.6 –0.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/15 EUR 285.50 0.6 0.6 –0.7
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/15 EUR 121.47 –7.4 –8.0 –4.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/15 EUR 88.55 –7.4 –8.0 –4.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/15 EUR 104.92 –26.7 –29.8 –15.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/15 EUR 67.85 –26.7 –29.8 –15.1
PF (LUX)-EUR Liq-Pca EU MM LUX 10/15 EUR 133.70 2.9 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/15 EUR 99.87 2.9 3.6 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/15 EUR 342.64 –43.8 –48.0 –22.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/15 EUR 110.76 –39.9 –44.9 –23.0
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/15 USD 173.43 –13.6 –11.8 –2.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/15 USD 123.65 –13.6 –11.8 –2.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/15 USD 13.20 –45.7 –47.4 –22.1
PF (LUX)-Gr China-Pca AS EQ LUX 10/16 USD 218.70 –48.9 –53.5 –4.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/16 USD 213.34 –59.8 –55.8 –13.7
PF (LUX)-Jap Index-Pca JP EQ LUX 10/16 JPY 8271.11 –41.8 –47.1 –26.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/16 JPY 7688.76 –42.6 –50.1 –30.2
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/16 JPY 7514.82 –42.9 –50.4 –30.6
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/16 JPY 4015.34 –41.7 –48.2 –30.4
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/16 USD 163.61 –48.7 –50.7 –12.9
PF (LUX)-Piclife-Pca CH BA LUX 10/15 CHF 698.75 –17.8 –21.1 –9.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/15 EUR 48.04 –37.5 –43.3 –20.5
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/15 USD 33.47 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/15 USD 69.49 –37.7 –43.3 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/15 EUR 368.32 –40.3 –47.0 –18.8
PF (LUX)-US Eq-Ica US EQ LUX 10/15 USD 82.33 –36.0 –38.6 –15.3
PF (LUX)-USA Index-Pca US EQ LUX 10/15 USD 72.54 –37.5 –40.6 –17.4
PF (LUX)-USD Bds-Pca US BD LUX 10/15 USD 484.81 2.7 6.5 5.2
PF (LUX)-USD Bds-Pdi US BD LUX 10/15 USD 366.29 2.7 6.5 5.2
PF (LUX)-USD Liq-Pca US MM LUX 10/15 USD 129.64 2.0 2.9 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/15 USD 87.39 2.0 2.9 3.8

PF (LUX)-Water-Pca GL EQ LUX 10/15 EUR 107.51 –31.2 –32.7 –14.0
PF (LUX)-WldGovBds-Pca GL BD LUX 10/15 USD 148.95 1.2 5.6 6.1
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/15 USD 126.05 1.2 5.6 6.1
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/15 USD 62.35 NS NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 10/16 USD 8.40 –41.9 –44.6 –20.5
Japan Fund USD JP EQ IRL 10/17 USD 11.83 –29.8 –33.4 –18.6

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 09/30 USD 92.31 –8.5 –3.7 NS
Discovery USD A OT OT CYM 09/30 USD 116.30 4.2 11.9 9.7
Elbrus USD A GL EQ CYM 09/30 USD 10.71 –34.6 –24.9 6.0
Europn Conviction USD B EU EQ CYM 09/30 USD 113.54 –0.6 5.5 6.1
Europn Forager USD B OT OT CYM 09/30 USD 187.94 –8.4 –11.2 5.6
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 09/30 USD 13.94 2.3 2.3 17.0
Paragon Limited USD A EU EQ CYM 09/30 USD 289.73 5.4 11.6 18.8
UK Fund USD A OT OT CYM 09/30 USD 168.76 6.1 1.9 4.9

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 10/08 USD 67.78 NS –44.1 –10.4

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/16 EUR 571.25 –42.0 –44.9 NS
Core Eurozone Eq B EU EQ IRL 10/16 EUR 654.65 NS NS NS
Euro Fixed Income A EU BD IRL 10/16 EUR 1136.58 –9.0 –9.8 –5.8
Euro Fixed Income B EU BD IRL 10/16 EUR 1204.61 –8.6 –9.2 –5.3
Euro Small Cap A EU EQ IRL 10/16 EUR 961.01 –45.4 –51.6 –27.4
Euro Small Cap B EU EQ IRL 10/16 EUR 1022.00 –45.2 –51.3 –26.9
Eurozone Agg Eq A EU EQ IRL 10/16 EUR 517.66 –45.9 –49.0 NS
Eurozone Agg Eq B EU EQ IRL 10/16 EUR 738.63 –45.7 –48.7 –23.8
Glbl Bd (EuroHdg) A GL BD IRL 10/16 EUR 1202.72 –7.0 –6.5 –3.0
Glbl Bd (EuroHdg) B GL BD IRL 10/16 EUR 1267.41 –6.5 –5.8 –2.4
Glbl Bd A EU BD IRL 10/16 EUR 998.73 –0.9 –2.2 –3.9
Glbl Bd B EU BD IRL 10/16 EUR 1055.70 –0.5 –1.7 –3.4
Glbl Real Estate A OT EQ IRL 10/16 USD 761.85 –40.1 –46.1 –22.7
Glbl Real Estate B OT EQ IRL 10/16 USD 779.75 –39.8 –45.8 –22.2
Glbl Real Estate EH-A OT EQ IRL 10/16 EUR 731.03 –37.7 –44.4 –23.7
Glbl Real Estate SH-B OT EQ IRL 10/16 GBP 69.29 –36.9 –43.4 –22.3
Glbl Strategic Yield A EU BD IRL 10/16 EUR 1199.08 –19.8 –21.1 –8.9
Glbl Strategic Yield B EU BD IRL 10/16 EUR 1273.88 –19.4 –20.6 –8.3
Japan Equity A JP EQ IRL 10/15 JPY 11565.00 –37.8 –45.8 –24.6
Japan Equity B JP EQ IRL 10/16 JPY 11004.00 –43.8 –50.1 –28.5
Multi St Cash Plus EH-A GL EQ IRL 10/16 EUR 975.14 –3.6 –3.6 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/16 USD 1337.55 –49.5 –52.1 –14.7
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/16 USD 1416.90 –49.2 –51.8 –14.2
Pan European Eq A EU EQ IRL 10/16 EUR 745.08 –45.2 –48.4 –24.8
Pan European Eq B EU EQ IRL 10/16 EUR 788.94 –44.9 –48.1 –24.4
US Equity A US EQ IRL 10/16 USD 715.73 –38.3 –40.3 –16.2
US Equity B US EQ IRL 10/16 USD 760.81 –38.0 –39.9 –15.7
US Small Cap A US EQ IRL 10/16 USD 1075.81 –37.4 –41.5 –17.9
US Small Cap B US EQ IRL 10/16 USD 1144.26 –37.1 –41.2 –17.4

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/17 SEK 62.01 –46.8 –51.2 –27.1
Choice Japan Fd JP EQ LUX 10/17 JPY 46.65 –41.0 –46.3 –28.4
Choice Jpn Chance/Risk JP EQ LUX 10/17 JPY 47.66 –46.7 –51.2 –28.8
Choice NthAmChance/Risk US EQ LUX 10/17 USD 3.10 –40.7 –41.6 –18.4
Europe 2 Fd EU EQ LUX 10/17 EUR 0.75 –48.2 –51.7 –25.5
Europe 3 Fd EU EQ LUX 10/17 GBP 2.57 –45.3 –46.0 –19.6
Global Chance/Risk Fd GL EQ LUX 10/16 EUR 0.50 –36.7 –41.9 –21.4
Global Fd GL EQ LUX 10/17 USD 1.72 –41.9 –44.6 –18.3
Intl Mixed Fd -C- NO BA LUX 10/17 USD 22.55 –32.3 –33.8 –11.9
Intl Mixed Fd -D- NO BA LUX 10/17 USD 15.91 –32.3 –33.8 –10.7
Wireless Fd OT EQ LUX 10/17 EUR 0.11 –43.1 –46.9 –18.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/17 USD 4.38 –51.8 –55.0 –16.9
Currency Alpha EUR -IC- OT OT LUX 10/17 EUR 11.08 8.4 6.2 NS
Currency Alpha EUR -RC- OT OT LUX 10/17 EUR 11.04 8.1 5.8 NS
Currency Alpha SEK -ID- OT OT LUX 10/17 SEK 107.39 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/17 SEK 110.20 NS NS NS
Generation Fd 80 OT OT LUX 10/17 SEK 6.34 –32.9 –36.2 NS
Nordic Focus EUR NO EQ LUX 10/17 EUR 55.60 –43.8 NS NS
Nordic Focus NOK NO EQ LUX 10/17 NOK 60.88 NS NS NS
Nordic Focus SEK NO EQ LUX 10/17 SEK 59.12 –40.6 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/17 USD 0.78 –51.8 –55.2 –15.7
Choice North America Eq. Fd US EQ LUX 10/17 USD 1.49 –38.8 –40.6 –18.3
Ethical Global Fd GL EQ LUX 10/17 USD 0.64 –42.0 –45.1 –19.3
Ethical Sweden Fd NO EQ LUX 10/17 SEK 27.56 –38.1 –44.2 –19.5
Europe Fd EU EQ LUX 10/17 USD 1.68 –52.5 –54.2 –15.9
Global Equity Fd GL EQ LUX 10/17 USD 1.09 –42.1 –45.0 –17.7
Index Linked Bd Fd SEK OT BD LUX 10/17 SEK 12.72 1.8 5.1 2.7
Medical Fd OT EQ LUX 10/17 USD 2.89 –24.8 –24.4 –9.8
Short Medium Bd Fd SEK NO MM LUX 10/17 SEK 9.08 2.2 2.9 2.8
Technology Fd OT EQ LUX 10/17 USD 1.74 –39.0 –40.4 –14.9
World Fd GL EQ LUX 10/17 USD 1.68 –37.2 –40.1 –10.1

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/17 EUR 1.26 1.3 1.5 2.2
Short Bond Fd SEK NO MM LUX 10/17 SEK 21.35 1.8 2.4 2.6
Short Bond Fd USD US MM LUX 10/17 USD 2.49 1.4 2.4 3.4

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/17 SEK 9.94 –2.7 –1.9 –0.5
Alpha Bond Fd SEK -B- NO BD LUX 10/17 SEK 8.92 –2.7 –1.9 –0.5
Alpha Bond Fd SEK -C- NO BD LUX 10/17 SEK 24.90 –2.8 –2.0 –0.7
Alpha Bond Fd SEK -D- NO BD LUX 10/17 SEK 8.30 –2.8 –2.0 –0.7
Alpha Short Bd SEK -A- NO MM LUX 10/17 SEK 10.73 2.1 2.8 2.8
Alpha Short Bd SEK -B- NO MM LUX 10/17 SEK 10.06 2.1 2.8 2.8
Alpha Short Bd SEK -C- NO MM LUX 10/17 SEK 21.00 2.1 2.7 2.7
Alpha Short Bd SEK -D- NO MM LUX 10/17 SEK 8.73 2.0 2.7 2.7
Bond Fd EUR -C- EU BD LUX 10/17 EUR 1.25 3.3 4.3 1.6
Bond Fd EUR -D- EU BD LUX 10/17 EUR 0.50 3.3 4.3 1.6
Bond Fd SEK -C- NO BD LUX 10/17 SEK 39.38 4.2 5.2 2.9
Bond Fd SEK -D- NO BD LUX 10/17 SEK 11.81 3.0 4.0 2.3
Corp. Bond Fd EUR -C- EU BD LUX 10/17 EUR 1.07 –9.2 –10.1 –5.2
Corp. Bond Fd EUR -D- EU BD LUX 10/16 EUR 0.83 –9.8 –10.8 –5.7
Corp. Bond Fd SEK -C- NO BD LUX 10/17 SEK 10.64 –11.8 –12.2 –5.9
Corp. Bond Fd SEK -D- NO BD LUX 10/17 SEK 8.36 –11.7 –12.0 –5.8
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/17 EUR 95.86 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/17 EUR 95.69 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/17 SEK 103.46 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/17 SEK 955.42 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/17 SEK 20.34 3.1 3.7 3.0
Flexible Bond Fd -D- NO BD LUX 10/17 SEK 11.51 3.1 3.7 3.0

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/17 SEK 87.26 –17.8 –20.3 –8.3
Global Hedge I SEK -D- OT OT LUX 10/17 SEK 79.75 –20.2 –22.6 –9.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/17 USD 1.52 –54.4 –54.5 –13.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/17 SEK 16.68 –50.1 –55.8 –23.4
Europe Chance/Risk Fd EU EQ LUX 10/17 EUR 835.02 –50.9 –54.2 –27.5

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/16 USD 13.76 –58.4 –64.5 –7.2
Eq. Pacific A AS EQ LUX 10/16 USD 6.63 –52.1 –54.9 –11.3

n SGAM Fund
Bonds CHF A CH BD LUX 10/16 CHF 26.69 2.3 2.9 –0.1
Bonds ConvEurope A EU BD LUX 10/16 EUR 28.56 –1.7 –0.6 4.2
Bonds Eur Corp A EU BD LUX 10/16 EUR 19.61 –10.7 –11.0 –5.9
Bonds Eur Hi Yld A EU BD LUX 10/15 EUR 15.30 –27.8 –30.4 –15.3
Bonds EURO A EU BD LUX 10/16 EUR 37.50 1.5 2.6 0.8
Bonds Europe A EU BD LUX 10/16 EUR 36.13 1.0 1.7 0.4
Bonds US MtgBkSec A US BD LUX 10/16 USD 22.33 –11.5 –9.5 –2.7
Bonds US OppsCoreplus A US BD LUX 10/16 USD 30.73 –2.4 0.3 2.5
Bonds World A GL BD LUX 10/16 USD 36.87 –0.8 3.3 6.1
Eq. ConcentratedEuropeA EU EQ LUX 10/16 EUR 20.45 –49.3 –51.7 –28.2
Eq. Eastern Europe A EU EQ LUX 10/16 EUR 15.66 –64.5 –64.6 –31.3
Eq. Equities Global Energy OT EQ LUX 10/16 USD 13.36 –47.0 –45.5 –11.1
Eq. Euroland A EU EQ LUX 10/16 EUR 9.06 –47.6 –49.9 –25.3
Eq. Euroland MidCapA EU EQ LUX 10/16 EUR 15.71 –45.8 –51.5 –25.9
Eq. EurolandCyclclsA EU EQ LUX 10/16 EUR 13.14 –48.2 –49.2 –20.0
Eq. EurolandFinancialA OT EQ LUX 10/16 EUR 10.07 –45.9 –49.1 –30.2
Eq. Glbl Emg Cty A GL EQ LUX 10/16 USD 6.09 –54.9 –56.6 –17.0
Eq. Global A GL EQ LUX 10/16 USD 20.89 –45.4 –48.3 –22.7
Eq. Global Technol A OT EQ LUX 10/16 USD 4.03 –43.1 –49.4 –24.2
Eq. Gold Mines A OT EQ LUX 10/15 USD 16.22 –45.9 –47.3 –15.4
Eq. Japan A JP EQ LUX 10/16 JPY 702.84 –46.9 –51.9 –31.6
Eq. Japan Sm Cap A JP EQ LUX 10/16 JPY 843.41 –50.5 –55.4 –42.2
Eq. Japan Target A JP EQ LUX 10/16 JPY 1405.62 –30.6 –37.4 –21.8
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3

Eq. UK A UK EQ LUX 10/16 GBP 8.99 –47.3 –51.1 –27.3
Eq. US ConcenCore A US EQ LUX 10/16 USD 16.81 –37.4 –38.8 –16.2
Eq. US Lg Cap Gr A US EQ LUX 10/16 USD 12.05 –40.1 –41.7 –17.8
Eq. US Mid Cap A US EQ LUX 10/16 USD 21.00 –46.3 –48.8 –16.9
Eq. US Multi Strg A US EQ LUX 10/16 USD 17.29 –40.0 –43.1 –20.2
Eq. US Rel Val A US EQ LUX 10/16 USD 16.88 –41.0 –45.8 –24.0
Eq. US Sm Cap Val A US EQ LUX 10/16 USD 15.85 –36.5 –43.4 –22.3
Eq. US Value Opp A US EQ LUX 10/16 USD 14.88 –41.6 –46.4 –26.7
Money Market EURO A EU MM LUX 10/16 EUR 26.91 3.5 4.4 4.0
Money Market USD A US MM LUX 10/16 USD 15.67 2.4 3.4 4.2

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 09/30 USD 10.90 –26.3 –5.3 5.7
UAE Blue Chip Fund Acc AS EQ ARE 10/02 AED 8.76 –24.9 1.7 1.3

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

Central and Eastern European EUR EE EQ EST 10/17 EEK 124.56 –53.5 –59.0 –29.5
New Europe Small Cap EUR EE EQ EST 10/17 EEK 67.53 –51.5 –56.7 –27.0
Second Wave EUR EE EQ EST 10/17 EEK 123.06 –55.2 –58.3 –21.5

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/17 JPY 8834.00 –47.3 –55.5 –31.3
YMR-N Japan Fund JP EQ IRL 10/17 JPY 10076.00 –42.1 –51.2 –26.6
YMR-N Low Price Fund JP EQ IRL 10/17 JPY 12928.00 –43.4 –51.4 –27.9
YMR-N Small Cap Fund JP EQ IRL 10/17 JPY 5977.00 –51.8 –59.3 –36.0
Yuki Mizuho Gen Jpn III JP EQ IRL 10/17 JPY 4730.00 –49.1 –55.2 –30.8
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/17 JPY 5040.00 –48.1 –55.8 –34.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/17 JPY 6673.00 –46.7 –53.0 –32.3
Yuki Mizuho Jpn Gen JP EQ IRL 10/17 JPY 8547.00 –44.4 –54.2 –29.3
Yuki Mizuho Jpn Gro JP EQ IRL 10/17 JPY 6309.00 –48.9 –56.5 –33.4
Yuki Mizuho Jpn Inc JP EQ IRL 10/17 JPY 8214.00 –37.3 –46.3 –23.6
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/17 JPY 5359.00 –43.2 –50.2 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/17 JPY 10888.00 –39.9 –47.5 –25.9
Yuki Mizuho Jpn PGth JP EQ IRL 10/17 JPY 8112.00 –50.6 –56.4 –32.4
Yuki Mizuho Jpn SmCp JP EQ IRL 10/17 JPY 5762.00 –54.5 –60.7 –36.7
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/17 JPY 5354.00 –43.0 –49.5 –29.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/17 JPY 2475.00 –56.7 –63.5 –48.2

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/17 JPY 4621.00 –47.8 –53.5 –31.6
Yuki 77 General JP EQ IRL 10/17 JPY 6281.00 –45.3 –52.8 –30.0
Yuki 77 Growth JP EQ IRL 10/17 JPY 6673.00 –45.6 –53.9 –31.6
Yuki 77 Income AS EQ IRL 10/17 JPY 5191.00 –38.1 –44.2 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/17 JPY 6658.00 –42.8 –53.0 –30.2
Yuki Chugoku Jpn Gro JP EQ IRL 10/17 JPY 5389.00 –46.6 –52.4 –29.1
Yuki Chugoku Jpn Inc JP EQ IRL 10/17 JPY 5565.00 –35.9 –42.4 –23.0
Yuki Chugoku JpnLowP JP EQ IRL 10/17 JPY 7931.00 –39.2 –48.6 –24.0
Yuki Chugoku JpnPurGth JP EQ IRL 10/17 JPY 4915.00 –43.9 –53.3 –29.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/17 JPY 7178.00 –44.2 –52.7 –30.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/17 JPY 4823.00 –45.3 –53.1 –29.2
Yuki Hokuyo Jpn Inc JP EQ IRL 10/17 JPY 5573.00 –33.9 –43.0 –23.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/17 JPY 4349.00 –49.6 NS NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/17 JPY 5098.00 –47.5 –55.6 –32.0
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/17 JPY 4879.00 –45.3 –53.1 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/17 JPY 5485.00 –42.7 –56.1 –29.2

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 09/30 USD 35.88 –88.1 –86.3 –46.7
788 China Smaller Cap OT OT CYM 09/30 USD 32.78 NS NS NS
788 Gl Asset Alloc. Fd OT OT CYM 09/30 USD 83.14 –42.1 –31.7 –15.5
788 Japan Fund Ltd OT OT CYM 09/30 USD 38.51 –68.9 –63.5 –41.5

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

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 10/10 USD 684.38 –35.4 –35.4 NS
AJR International B US EQ VGB 10/10 USD 114.78 –35.4 –35.4 NS
Cambrian Asia Ltd. AS EQ VGB 10/10 JPY 4836.00 –50.5 NS NS
Cambrian Europe Ltd. EU EQ VGB 10/10 EUR 58.00 –44.6 NS NS
Cambrian Fund Ltd. A US EQ VGB 10/10 USD 402.93 –53.3 NS NS
Cambrian Fund Ltd. B US EQ VGB 10/10 USD 98.30 –53.3 NS NS
Rodinia Fund Ltd US EQ VGB 10/10 USD 94.73 –34.3 –34.7 NS

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

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

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

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 09/30 USD 2080.57 –10.9 –11.7 –0.3
Harmony Cap Ltd B EUR OT OT BMU 09/30 EUR 2012.85 –10.3 –11.1 –0.9
Harmony Cap Ltd D USD OT OT BMU 09/30 USD 1193.39 –11.2 –12.1 –0.8
Harmony Cap Ltd E EUR OT OT BMU 09/30 USD 1159.72 –10.5 –11.4 –1.3
Harmony Cap Ltd F GBP OT OT BMU 09/30 GBP 1012.00 –9.9 –10.4 0.2

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 10/10 USD 576.94 –67.6 –64.5 NS

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ GBR 09/30 EUR 194.10 4.8 14.9 NS
Horseman EmMkt Opp USD GL EQ USA 09/30 USD 198.84 3.8 13.7 NS
Horseman EurSelLtd EUR EU EQ GBR 09/30 EUR 211.98 18.0 24.7 27.4
Horseman EurSelLtd USD EU EQ GBR 09/30 USD 219.00 16.5 23.2 27.9
Horseman Glbl Ltd EUR GL EQ CYM 09/30 USD 433.28 15.5 16.0 32.3
Horseman Glbl Ltd USD GL EQ CYM 09/30 USD 433.28 15.5 16.0 32.3

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
HSBC Absolute Companies
Euro Absolute OT OT GGY 08/29 GBP 1.53 –5.7 –4.7 2.8
Euro Absolute EUR OT OT GGY 08/29 EUR 2.15 –6.3 –5.4 1.1
Global Absolute OT OT GGY 08/29 GBP 1.08 –3.5 0.1 6.1
Global Absolute USD OT OT GGY 08/29 USD 2.00 –4.7 1.4 5.9

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

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 09/30 EUR 127.16 –10.2 –6.5 4.3
GH Fund CHF Hdg OT OT JEY 09/30 CHF 108.16 –11.8 –9.4 0.3
GH Fund EUR Hdg OT OT JEY 09/30 EUR 117.94 –10.7 –7.7 2.1
GH Fund EUR Hdg (Non-V II) OT OT JEY 09/30 EUR 104.69 –10.6 –7.6 2.1
GH Fund EUR Hdg (Non-V) OT OT JEY 09/30 EUR 117.94 –10.7 –7.7 2.1
GH Fund GBP Hdg OT OT JEY 09/30 GBP 129.28 –9.7 –6.2 3.8
GH Fund Inst EUR OT OT JEY 09/30 EUR 90.55 NS NS NS
GH Fund Inst JPY OT OT JEY 09/30 JPY 8937.46 –11.9 –9.6 NS
GH Fund Inst USD OT OT JEY 09/30 USD 105.23 –10.4 –6.9 3.9
GH FUND S EUR OT OT CYM 09/30 EUR 123.43 –9.7 –6.5 3.3
GH FUND S GBP OT OT CYM 09/30 GBP 128.04 –9.1 –5.3 4.8
GH Fund S USD OT OT CYM 09/30 USD 140.58 –10.0 –6.3 4.4
GH Fund USD OT OT GGY 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 09/30 USD 114.99 –24.6 –20.4 –1.0
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 09/30 EUR 111.36 –12.6 –11.4 –1.6
MultiAdv Arb S GBP OT OT CYM 09/30 GBP 117.29 –11.8 –10.2 –0.2
MultiAdv Arb S USD OT OT CYM 09/30 USD 123.16 –12.9 –11.4 –0.8
MultiAdv Arb USD OT OT GGY 09/30 USD 192.46 –13.8 –12.6 –2.1

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 09/30 USD 115.10 –13.6 –11.8 –0.6
Asian AdbantEdge EUR OT OT JEY 09/30 EUR 96.73 –18.5 –14.4 NS
Asian AdvantEdge OT OT JEY 09/30 USD 173.34 –18.9 –14.3 3.6
Emerg AdvantEdge OT OT JEY 09/30 USD 161.95 –21.7 –17.4 2.3
Emerg AdvantEdge EUR OT OT JEY 09/30 EUR 93.62 –21.5 –17.7 NS
Europ AdvantEdge EUR OT OT JEY 09/30 EUR 122.63 –14.0 –14.1 –2.2
Europ AdvantEdge USD OT OT JEY 09/30 USD 127.75 –14.5 –14.3 –1.5
Japan AdvantEdge JPY OT OT JEY 09/30 JPY 8303.85 –11.5 –13.7 –10.7
Japan AdvantEdge USD OT OT JEY 09/30 USD 96.27 –10.4 –11.4 –6.7
Lvgd Alpha AdvantEdge OT OT JEY 09/30 USD 102.60 –29.3 –27.4 –7.7
Trading AdvantEdge OT OT GGY 09/30 USD 143.14 6.4 16.3 17.4
Trading AdvantEdge EUR OT OT GGY 09/30 EUR 129.99 6.5 15.6 16.1
Trading AdvantEdge GBP OT OT GGY 09/30 GBP 136.17 8.2 18.1 18.2
US AdvantEdge OT OT JEY 09/30 USD 122.55 –3.1 –0.5 4.7

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 10/09 EUR 245.27 –3.5 –3.4 1.7
Integrated Dir Trading EUR OT OT CYM 08/29 EUR 106.96 4.4 15.7 9.4
Integrated Emg Markets EUR OT OT CYM 08/29 EUR 89.90 –14.4 –10.7 –0.6
Integrated European EUR OT OT CYM 08/29 EUR 154.66 4.1 4.1 4.9
Integrated Event Driven EUR OT OT CYM 08/29 EUR 100.27 –6.5 –3.3 5.2
Integrated Lg/Sh Sel F EUR OT OT CYM 08/29 EUR 93.70 –6.3 –3.6 4.8
Integrated MultSt B EUR OT OT VGB 08/29 EUR 133.88 –4.1 0.3 3.6
Integrated Relative Value EUR OT OT CYM 08/29 EUR 99.37 –1.1 0.2 3.8

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

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 10/03 USD 322.26 –61.2 –60.2 –36.7
Antanta MidCap Fund EE EQ AND 10/03 USD 603.29 –66.7 –62.0 –27.2

Meriden Opps Fund GL OT AND 10/15 EUR 93.73 –16.4 NS NS
Meriden Protective Div GL EQ AND 10/13 EUR 80.19 –1.1 NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 08/29 USD 1396.95 –5.8 –0.5 5.8

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 10/14 USD 67.71 42.2 64.1 27.2
Superfund GCT USD* GL EQ LUX 10/14 USD 3225.00 32.9 46.2 18.7
Superfund Gold A (SPC) GL OT CYM 10/14 USD 1022.40 16.3 45.2 30.6
Superfund Gold B (SPC) GL OT CYM 10/14 USD 1132.88 21.0 55.2 36.2
Superfund Q-AG* OT OT AUT 10/14 EUR 7823.00 21.0 29.2 14.8

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 09/30 USD 178.17 8.1 12.5 13.5

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 09/30 EUR 1238.56 –1.0 4.1 9.1
Winton Evolution GBP GL OT VGB 09/30 GBP 1214.27 –0.5 5.1 10.3
Winton Evolution JPY GL OT VGB 09/30 JPY 109745.75 –4.5 –0.3 5.3
Winton Evolution USD GL OT CYM 09/30 USD 1206.55 –1.6 3.6 9.6
Winton Futures EUR GL OT VGB 09/30 EUR 185.04 9.0 14.5 16.3
Winton Futures GBP GL OT VGB 09/30 GBP 198.47 10.1 16.1 17.9
Winton Futures JPY Lead Series 2 GL OT VGB 09/30 JPY 13541.20 7.6 12.1 14.0
Winton Futures USD GL OT VGB 09/30 USD 659.57 8.8 14.5 17.2

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 10/10 EUR 126.57 –10.6 –1.4 –2.3
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 10/10 USD 267.03 –11.0 –1.6 –0.7

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 09/30 USD 1454.02 NS –4.6 –9.1 –6.2 2.4

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

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

The biggest U.S. defense con-
tractors will report third-quarter
results next week amid the possi-
bility that the Defense Depart-
ment’s rising weapons spending
could become a casualty of the cur-
rent economic crisis.

Though higher profits and reve-
nue are expected for the quarter,
executives from
top defense firms—
including Lock-
heed Martin
Corp., Boeing Co.
and Northrop
Grumman
Corp.—will be
scrutinized with
regard to their
plans for dealing
with the financial
crisis and the pos-
sibility of the first
Democratic presi-
dent in eight years.

The defense industry has so far
weathered the credit crunch,
thanks to robust balance sheets
and a lot of cash. And the current
economic trouble comes on the
heels of a remarkable run for de-
fense stocks and the industry’s
bottom line. The Defense Depart-
ment’s budget, with a base level of
$512 billion for fiscal 2009, is set
through September. With $109.9
billion set aside for weapons pro-
curement and $79.9 billion for re-
search and development and test-
ing, the budget is seen as gener-
ally favorable for the defense in-
dustry.

But tough decisions on major
weapons programs are ahead. One
involves whether the government
will continue with programs such
as Lockheed’s F-22 Raptor fighter,

the future of which was effectively
passed off to the next presidential
administration. Lockheed, the Pen-
tagon’s biggest contractor by
sales, reports earnings on Tues-
day.

Military spending plans for fis-
cal 2010, which begins on Oct. 1,
are being worked out by the
armed services and are expected
to be released in coming weeks.

The defense in-
dustry assumes
that the 2010
budget put to-
gether under the
Bush administra-
tion is effec-
tively locked in
for the incoming
president, be-
cause there is lit-
tle time for
broad changes
before the bud-
get is submitted
to Congress in
February.

While inves-
tors look for
hints about the
future, they will
also evaluate the
state of some

problems the firms face in the
here and now. Northrop, which re-
leases earnings on Wednesday,
likely will discuss the impact of a
brief hurricane-driven shutdown
of its Gulf Coast shipyards, where
the company is wrestling with
costly wiring problems on a Navy
ship.

Boeing, meanwhile, will be
closely monitored for the signs of
both the impact and outcome of a
six-week strike by workers at its
commercial-aircraft business. Boe-
ing reports results on Wednesday.

Pfizer settles drug claims
Company will pay
$894 million to end
Celebrex, Bextra suits

Personal-injury suits claimed Pfizer’s
Celebrex and Bextra caused strokes.

Defense contractors brace
for U.S. economic fallout

By Jonathan D. Rockoff

And Nathan Koppel

Pfizer Inc. said it agreed to pay
$894 million to settle most Celebrex
and Bextra claims, a move likely to
intensify investor demands that
management slash costs and reinvig-
orate sales with new products.

Analysts said investors will be
looking at the New York pharmaceuti-
cal giant’s third-quarter earnings re-
port, due Tuesday, for signs of signifi-
cant cost cuts. Pfizer said in a state-
ment that it is taking an after-tax
charge of $640 million against profit
in the quarter to cover the settle-
ment sum.

“It’s strategically disappointing
they’re writing a check for $900 mil-
lion for a legal settlement [rather]
than for buying up assets, which is
what they need for future growth,”
said Catherine Arnold, an analyst at
Credit Suisse.

The large size of the settlement
heightens the pressure to cut costs,
Ms. Arnold said, because Pfizer’s
blockbuster cholesterol drug, Lipi-
tor, is losing market share and sales
growth of its once-promising anti-

smoking drug, Chantix, has slowed
because of safety concerns.

“We are pleased by the favorable
rulings we have achieved in this litiga-
tion and believe that now is the right
time to resolve these matters,” Amy
W. Schulman, Pfizer’s general coun-
sel, said in a statement. Ms. Schul-
man also said the company was “put-
ting these matters behind us” by re-
solving the bulk of the cases, a devel-
opment many analysts also praised.

Pfizer shares fell six cents to
$16.91 in 4 p.m. composite trading on

the New York Stock Exchange Friday.
The personal-injury suits alleged

that Celebrex and Bextra caused
heart attacks and strokes. The so-
called Cox-2 inhibitors were pur-
ported to relieve pain while going
easy on the stomach, but they be-
came mired in safety concerns.

Consumer-fraud complaints, as
well as lawsuits by 33 states and the
District of Columbia, alleged im-
proper promotion of the drugs. Cele-
brex is still marketed, but Bextra and
another Cox-2 drug, Merck & Co.’s
Vioxx, were withdrawn from the mar-
ket.

Pfizer faced about 8,000 lawsuits,
according to Jayne Conroy, a plain-
tiffs’ lawyer in the case. The com-
pany emphasized that Celebrex,
which had $589 million in sales last
quarter, was safe and effective.

Pfizer said $745 million of the
$894 million total will resolve the
known personal-injury lawsuits, $60
million will go to states and the re-
mainder, $89 million, will resolve the
consumer-fraud complaints. Pfizer
has reached agreements in principle
with the states and District of Colum-
bia.

Pfizer said it had reached agree-
ments covering about 90% of the per-
sonal injury claims and Ms. Schul-
man said the company is hopeful that
it can resolve the rest. But, she
added, “We are fully prepared to try
one of these cases if we need to.”

Inchcape PLC

After cautioning that full-year
results will be below market fore-
casts this year and significantly be-
low expectations in 2009,
U.K.-based car retailer Inchcape
PLC said it is considering job cuts
and site closures. “We are not im-
mune from the current industry
slowdown and we are taking appro-
priate actions to right-size our
cost base,” said Chief Executive An-
dre Lacroix. Unnerved by the warn-
ing, investors knocked more than
38% off of the shares in Friday Lon-
don trading. The CEO declined to
specify the number of jobs that
could be lost, but said about 10
sites could be shut. Inchcape said
it expects the restructuring and as-
sociated asset write-downs to cost
about £55 million ($95 million),
while annual costs should fall
about £50 million as a result.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

By Yukari Iwatani Kane

SAN FRANCISCO—When Apple
Inc. reports quarterly results Tues-
day, investors will be looking for
new clues about the health of con-
sumer spending.

Apple has seemed relatively unaf-
fected by the slowdown so far,
which hit business spending on tech-
nology first. The company mainly
hawks its Macintosh personal com-
puters, iPods and iPhones to con-
sumers, and demand is believed to
have held up for most of the quarter
that ended in September.

But consumer confidence has
been shaken as the financial crisis
has worsened, and the effects could
show up in Apple’s projections for
the current quarter, ending in De-
cember.

“Nobody knows what’s going to
happen,” says Charlie Wolf, an ana-
lyst with Needham & Co. “All the
nonmacroeconomic trends will con-
tinue for the company, but you have
the massive downward momentum
coming from the economy.”

Wall Street will be watching
closely for any sign of deterioration
in the Cupertino, Calif., company’s
fourth-quarter financials, as well as
what the company says about the fis-
cal first quarter. Analysts believe Ap-
ple’s new $1,299 aluminum Mac-
Book computers, launched last
week, will be popular, but some
were hoping for lower pricing that
could have taken Apple into a hot
market segment.

Analysts on average expect Ap-
ple to post profit for the fourth quar-
ter of $1.11 a share, up from $1.01 in
the year-earlier period, with reve-
nue rising nearly 30% to $8.05 bil-
lion.

Apple will offer
clue on spending
by consumers

Areva SA

Finnish reactor with Siemens
to face additional delay

The completion of Europe’s first
pressurized nuclear reactor will be
further delayed by three years and
isn’t expected to be online until
2012, Finnish utility Teollisuuden
Voima Oyj said Friday. It was the
fourth delay at the site in Olkiluoto,
which has been plagued by prob-
lems since construction began in
2005. The plant’s supplier is a
French-German consortium, with
Areva SA of France delivering the re-
actor plant and Siemens AG of Ger-
many responsible for the turbine
plant. The 1,600-megawatt plant
had been scheduled to start opera-
tion next year. The Œ3 billion ($4 bil-
lion) plant is Finland’s largest build-
ing project to date, employing about
4,000 people.

—Compiled from staff
and wire service reports.
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HQ Bank AB

Swedish bank HQ Bank AB said it
bought the Swedish arm of Icelan-
dic bank Glitnir hf for 60 million kro-
nor ($8.1 million). Proceeds from
the sale will go to the Icelandic Fi-
nancial Supervisory Authority,
which nationalized Glitnir and two
other Iceland banks recently. The au-
thority is forcing asset sales to help
shore up an economy hit by a depre-
ciating currency amid the global fi-
nancial turmoil. HQ Chief Executive
Mikael Konig said the transaction
would lower costs through adminis-
trative and infrastructure synergies
while broadening the bank’s income
base. The Swedish unit, Glitnir AB,
is an electronic trader and broker on
the Nordic stock exchange. In Sep-
tember, it held a 5% market share on
the Stockholm exchange, roughly
the same as last year, said its CEO,
Anders Holmgren.

Kazakhmys PLC

Kazakhstan’s largest copper pro-
ducer, Kazakhmys PLC, said Friday
it has broken off merger talks, but
didn’t reveal the identity of the
other party. The London-listed com-
pany was discussing a tie-up with
iron and steel producer Metalloin-
vest Holding, half-owned by Rus-
sian billionaire Alisher Usmanov, a
person familiar with the matter said
when the talks were first an-
nounced in July. The merger could
have created a company with a com-
bined market capitalization of
around $50 billion. Kazakhmys had
previously rebuffed a $13.8 billion
takeover offer from another Kazakh
metals and energy holding com-
pany, European Natural Resources
Corp. It is controlled by former Com-
munist Party official Vladimir Kim,
who owns a 45.8% stake.

LTE

Spanish low-cost airline LTE
said Friday it is suspending ser-
vices because it can no longer cover
the cost of operating. The 20-year-
old company, with bases in Palma
de Mallorca, the Canary Islands,
and Milan, Italy, is “doing every-
thing to minimize the impact of
this suspension of services on its
clients and providers.” It added
that “it just was not possible to
avoid this situation given world
events lately.” The company, which
operates flights from Spain to Eng-
land, Italy and Saudi Arabia, has
300 employees and a fleet of seven
Airbus 320s. Airlines world-wide
have come under pressure because
of declining demand and wildly gy-
rating fuel prices.

Saab AB

Swedish aerospace and defense
company Saab AB swung to a third-
quarter net loss and unveiled plans
to cut 500 jobs, or nearly 4% of its
work force, over the next two years,
mostly through attrition. Net loss in
the quarter came to 97 million kro-
nor ($13.1 million), compared with a
profit of 218 million kronor a year ear-
lier. Sales were down 4.7% to 4.58 bil-
lion kronor from 4.81 billion kronor,
while order bookings plunged 21% to
3.1 billion kronor. The Stockholm-
based company blamed the weaker
results mainly on steep marketing
costs, delayed orders and slow busi-
ness development in South Africa.

UniCredit SpA

UniCredit SpA said it swapped as-
sets valued around Œ1.8 billion for gov-
ernment bonds owned by the Bank of
Italy on Thursday as part of a new gov-
ernment facility aimed at boosting
banks’ liquidity. Chief Executive
Alessandro Profumo said the assets
swapped were “absolutely not toxic,”
but didn’t provide further details. On
Thursday, the Bank of Italy allotted
Œ1.9 billion out of a possible Œ10 bil-
lion in government bonds in its first
swap auction since the Italian govern-
ment approved measures to help
shore up the country’s banks amid
the global financial crisis on Oct. 13.
Mr. Profumo earlier this month scram-
bled to stabilize UniCredit’s falling
stock price, adopting measures that
included a Œ3 billion capital increase.

Yara International ASA

Yara International ASA said Fri-
day that its third-quarter net profit
more than doubled as higher fertil-
izer prices offset rising raw-material
costs. The Norwegian fertilizer com-
pany said net profit rose to 3.36 bil-
lion Norwegian kroner ($511 million)
from 1.49 billion kroner a year earlier.
Analysts expected net to come in
even higher, largely due to a larger-
than-expectedhedgeinU.S.dollarsre-
lated to Yara’s purchase of Saskferco
Products ULC. Revenue rose to 25.06
billion kroner from 12.78 billion kro-
ner. Yara said fundamentals for fertil-
izer demand are strong,and whilethe
financial crisis may hurt economic
growth, the effect may be more lim-
ited in emerging economies.
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Short Mat Dollar A US BD LUX 10/16 USD 7.36 –14.6 –15.9 –6.8
Short Mat Dollar A2 US BD LUX 10/16 USD 9.46 –14.5 –15.9 –6.8
Short Mat Dollar B US BD LUX 10/16 USD 7.36 –14.9 –16.3 –7.3
Short Mat Dollar B2 US BD LUX 10/16 USD 9.46 –14.9 –16.4 –7.3
Short Mat Dollar I US BD LUX 10/16 USD 7.36 –14.3 –15.4 –6.1

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 10/16 GBP 5.72 –39.6 –41.0 –20.3
Andfs. Borsa Global GL EQ AND 10/16 EUR 5.80 –39.4 –41.3 –19.7
Andfs. Emergents GL EQ AND 10/15 USD 10.98 –48.3 –49.7 –11.6
Andfs. Espanya EU EQ AND 10/16 EUR 10.78 –39.0 –39.1 –17.4
Andfs. Estats Units US EQ AND 10/16 USD 12.10 –40.4 –40.4 –18.4
Andfs. Europa EU EQ AND 10/16 EUR 6.38 –42.5 –43.7 –21.4
Andfs. Franca EU EQ AND 10/16 EUR 7.99 –43.1 –44.7 –23.5
Andfs. Japo JP EQ AND 10/15 JPY 472.48 –38.8 –46.3 –23.5
Andfs. Plus Dollars US BA AND 10/16 USD 8.54 –20.2 –21.1 –8.5
Andfs. RF Dolars US BD AND 10/16 USD 10.27 –9.3 –9.5 –3.4
Andfs. RF Euros EU BD AND 10/16 EUR 9.19 –16.8 –18.0 –9.5
Andorfons EU BD AND 10/16 EUR 12.55 –17.9 –19.9 –10.8
Andorfons Alternative Premium OT OT AND 08/29 EUR 111.84 –3.7 –1.5 1.9

Andorfons Mix 30 EU BA AND 10/16 EUR 8.58 –26.0 –27.5 –13.4
Andorfons Mix 60 EU BA AND 10/16 EUR 8.49 –35.5 –36.6 –17.9

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

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 10/17 EUR 10.21 0.4 0.1 2.0
DJE-Absolut P GL EQ LUX 10/17 EUR 181.08 –28.2 –27.6 –8.6
DJE-Alpha Glbl P EU BA LUX 10/17 EUR 155.91 –23.7 –22.3 –6.5
DJE-Div& Substanz P GL EQ LUX 10/17 EUR 169.78 –28.8 –30.8 –9.3
DJE-Gold&Resourc P OT EQ LUX 10/17 EUR 110.91 –40.8 –42.0 –16.2
DJE-Renten Glbl P EU BD LUX 10/17 EUR 117.69 –3.6 –3.6 –0.9
LuxPro-Dragon I AS EQ LUX 10/17 EUR 90.01 –50.3 –55.3 –6.5
LuxPro-Dragon P AS EQ LUX 10/17 EUR 88.15 –51.3 –56.2 –7.5
LuxTopic-Aktien Europa EU EQ LUX 10/17 EUR 12.88 –33.2 –32.1 –10.9
LuxTopic-Pacific AS EQ LUX 10/17 EUR 10.77 –49.9 –51.8 –16.9

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 10/16 EUR 48.12 –56.1 –59.2 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 10/16 USD 49.67 –59.8 –61.3 NS
(Lux) Russian EUR EE EQ LUX 10/16 EUR 41.89 –63.2 –62.5 NS

(Lux) Russian USD EE EQ LUX 10/16 USD 43.21 –66.3 –64.4 NS
Balkan Fund EE EQ SWE 10/17 SEK 13.47 –59.6 –60.9 –22.1
Baltic Fund EE EQ SWE 10/17 SEK 46.12 –37.4 –41.7 –13.4
Eastern European Fund EU EQ SWE 10/17 SEK 23.45 –57.2 –56.8 –23.3
Russian Fund EE EQ SWE 10/17 SEK 674.69 –61.4 –59.5 –26.4
Turkish Fund EE EQ SWE 10/17 SEK 4.31 –62.4 –62.7 –26.3

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

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 08/31 USD 51.70 –19.6 1.5 21.8
EFG-Hermes MEDA* GL EQ BMU 09/30 USD 29.23 –19.2 –2.9 12.3

EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/07 SAR 6.40 NS NS NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 31.61 –17.5 –8.7 12.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 10/16 USD 240.27 –22.9 –22.1 –8.3
Sel Emerg Mkt Equity GL EQ GGY 10/16 USD 133.52 –50.7 –51.7 –15.2
Sel Euro Equity EUR US EQ GGY 10/16 EUR 79.08 –45.9 –49.6 –25.1
Sel European Equity EU EQ GGY 10/16 USD 140.60 –50.4 –52.4 –22.6
Sel Glob Equity GL EQ GGY 10/16 USD 148.70 –45.5 –49.2 –22.4
Sel Glob Fxd Inc GL BD GGY 10/16 USD 127.47 –13.1 –11.3 –3.6
Sel Pacific Equity AS EQ GGY 10/16 USD 91.54 –48.1 –49.7 –13.9
Sel US Equity US EQ GGY 10/16 USD 106.05 –37.9 –40.6 –18.1
Sel US Sm Cap Eq US EQ GGY 10/16 USD 139.82 –39.5 –44.9 –22.9

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 10/16 EUR 287.07 –20.4 –21.3 –10.3
DSF 50/50 EU BA LUX 10/16 EUR 216.73 –27.0 –29.0 –14.1
DSF 75/25 EU BA LUX 10/16 EUR 166.08 –33.9 –36.7 –18.8
KBC Eq (L) Europe EU EQ LUX 10/16 EUR 412.83 –45.7 –48.8 –25.7
KBC Eq (L) Japan JP EQ LUX 10/16 JPY 16975.00 –42.6 –49.2 –29.0
KBC Eq (L) NthAmer EUR US EQ LUX 10/16 EUR 488.47 –36.6 –39.2 –17.4
KBC Eq (L) NthAmer USD US EQ LUX 10/16 USD 695.90 –36.2 –38.4 –15.7
KBL Key America EUR US EQ LUX 10/14 EUR 361.07 –38.2 –40.9 –15.9
KBL Key America USD US EQ LUX 10/14 USD 372.87 –38.2 –40.7 –14.5
KBL Key East Europe EU EQ LUX 10/15 EUR 1512.05 –55.5 –55.4 –24.2
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Lehman CEO, former officials subpoenaed in U.S. probe

‘Minibond’ investors win reprieve
But Hong Kong plan
may leave them with
fraction of their cash
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Investor anger over Lehman minibonds is likely to continue in Hong Kong as the
derivative buybacks will be made at market values determined by auditors.

By Rick Carew

HONG KONG—The chairman of
Hong Kong’s dominant fixed-line tele-
phone company PCCW Ltd. is consid-
ering a takeover deal that would
transfer ownership to another com-
pany he controls, according to a per-
son familiar with the situation.

Richard Li may seek a deal that
would transfer PCCW to Singapore-
listed Pacific Century Regional De-
velopments Ltd., this person said.
Mr. Li and PCRD currently own
28.3% of PCCW shares.

Mr. Li, a veteran deal maker, is
the son of Li Ka-shing, one of the rich-

est men in Asia.
PCCW sus-

pended trading
in its shares on
Oct. 14 pending a
price-sensitive
announcement.
The company
was valued at
19.64 billion
Hong Kong dol-
lars (US$2.53 bil-
lion) based on
the share price

of HK$2.90 during pre-market trad-
ing on Oct. 14 before the stock was
suspended. Shares of PCRD were
also suspended on Oct. 13.

Chinese state-run phone com-
pany China Network Communica-
tions Group Corp., which was re-
cently acquired by rival China Uni-
com Ltd., is aiming to at least main-
tain its 20% stake in PCCW as part of
the ownership transfer, the person
said.

PCCW’s holdings are of strategic
interest for China because they con-
tain the core telecommunication as-
sets of Hong Kong.

PCCW’s board had considered
holding a meeting on Thursday to
discuss the Mr. Li’s plans but de-
layed it, people familiar with the sit-
uation said. It is unclear when the
board would meet to discuss the is-
sue. The motivation for a sale of
PCCW to PCRD is also unclear, as are
the terms of any potential offer.

Mr. Li’s new plan follows on PC-
CW’s failure to sell a 45% stake in its
main telecom and media assets,
which are held by a unit called HKT
Group Holdings Ltd.

Mr. Li is being advised by HSBC
Holdings PLC, according to people fa-
miliar with the situation. One person
said HSBC, already a lender to PCCW,
is leading the financing for Mr. Li’s
bid. China Unicom is being advised
by Royal Bank of Scotland PLC.

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

By Jonathan Cheng

HONG KONG—In an effort to de-
fuse a growing political backlash,
Hong Kong banks agreed to buy back
soured derivatives tied to Lehman
Brothers Holdings Inc. once valued
at US$1.6 billion and sold to local in-
vestors.

But the purchases will be made at
market value as determined by audi-
tors, leaving uncertain whether the
government-backed agreement will
be enough to mollify investors facing
the prospect of deep losses.

The Hong Kong Association of
Banks said its members will comply
with a plan pushed by the govern-
ment to buy back the derivatives,
known in Hong Kong as minibonds,
“at market value.” It said it had ap-
pointed Ernst & Young LLP to over-
see the buyback process and estab-
lish a market value for the mini-
bonds.

“By accepting the government’s
proposal, the banks are offering assis-
tance to minibond holders in this ex-
traordinary market situation,” the
group said.

The Hong Kong Monetary Author-
ity, the city’s bank regulator and de
facto central bank, said it appointed
PricewaterhouseCoopers to review
the buyback process, saying it will en-
sure investors get “fair treatment.”

A spokesman for Lehman Broth-
ers in Hong Kong referred inquiries
to provisional liquidator KPMG,
which declined to comment. Ernst &

Young and PricewaterhouseCoopers
didn’t elaborate.

The Hong Kong minibond fight is
an unexpected ripple from the bank-
ruptcy filing of New York-based Leh-
man Brothers last month. Investors
in Hong Kong, Taiwan, Singapore
and elsewhere found themselves
holding Lehman-backed investments
that suddenly were of questionable
value. Many said they thought they
were investing in securities backed
by one or several major companies.

Also Friday, the Monetary Author-
ity of Singapore said it was looking
into possible breaches of the law by
banks that sold the Lehman mini-
bonds, which totaled more than 500
million Singapore dollars (US$338
million) to about 10,000 retail inves-
tors.

In Hong Kong, regulators were
flooded with more than 12,000 com-

plaints, with public anger forcing
Hong Kong’s top leader on Wednes-
day to pledge tighter oversight of
banks and brokers. “I am concerned
for, and sympathize with, those citi-
zens who have suffered losses as a re-
sult of misselling,” said Hong Kong
Chief Executive Donald Tsang, who
pushed the banks to buy back mini-
bonds.

Banks big and small, including lo-
cal stalwarts such as Bank of China
Ltd.’s Hong Kong subsidiary and Stan-
dard Chartered PLC, sold the instru-
ments to investors. The two banks,
along with many of the others in-
volved and the banking association,
said they were cooperating with the
government and looking for solu-
tions.

More than 40,000 Hong Kong resi-
dents bought Lehman-related invest-
ment products through banks, with

the total outstanding value of the
products estimated at 20.2 billion
Hong Kong dollars (US$2.6 billion),
according to Hong Kong’s monetary
authority. The majority of the invest-
ments are in minibonds. Critics of the
government-backed minibond plan
said Friday that it should be widened
to include other Lehman-linked prod-
ucts.

Hong Kong’s Securities and Fu-
tures Commission said it had begun
processing a first wave of 24 investi-
gations into alleged misselling of the
products by banks, but made it clear
it wouldn’t be rushed. “No short cuts
will be taken to compromise the
SFC’s objective to get it right,” said
the regulator, which has powers to re-
voke bank licenses and order fines
and reprimands.

Unhappy investors expressed frus-
tration at the prospect of what one ex-
pert predicted could be compensa-
tion of as little as 10 to 20 cents on
the dollar. “I don’t think investors
will accept that amount,” said Chong
Tai-leung, a finance professor at the
Chinese University of Hong Kong.
“The anger is going to continue.”

Esther Ip, a 55-year-old retired
market researcher, said she stuck
only to fixed-income deposits for her
HK$1 million retirement nest egg.
But her financial adviser at Bank of
China’s Hong Kong unit convinced
her to move her money into the
higher-return minibonds. “I can’t af-
ford to give up the fight,” said Ms. Ip.
“This is all I have to live on, and now
they’re telling me it’s suddenly gone
and there’s nothing I can do about
it?” The bank said it was looking into
the matter.
 —Jeffrey Ng in Hong Kong

and John Jannarone
in Singapore

contributed to this article.

THE INTERNATIONAL INVESTOR

Richard Li

By Aaron Lucchetti

And Amir Efrati

At least a dozen current and
former executives of Lehman Broth-
ers Holdings Inc., including Chair-
man and Chief Executive Richard
Fuld Jr., have been subpoenaed as
part of a federal probe into whether
the investment bank misled inves-
tors before collapsing last month,
people familiar with the situation
said.

In addition to Mr. Fuld, the Jus-
tice Department has sent subpoenas
to former Lehman President Joseph
Gregory, former Chief Financial Of-

ficer Erin Callan and her successor in
that job, Ian Lowitt, according to a
person familiar with the matter. At
least three U.S. attorney offices are in-
vestigating Lehman’s demise, but it
isn’t clear which one or ones have is-
sued subpoenas.

The probes are at an early stage,
and it couldn’t be determined if the
current and former Lehman execu-
tives are targets of federal officials or
instead are regarded as potential wit-
nesses if a case proceeds. A federal
grand-jury subpoena, issued by pros-
ecutors, is a legal document directing
an individual or entity to produce evi-
dence to a grand jury, which could be

asked to bring a criminal indictment.
Ms. Callan, who stepped down as

Lehman’s finance chief in June and
now runs the global hedge-fund busi-
ness at Credit Suisse Group, declined
to comment. Messrs. Fuld, Lowitt
and Gregory couldn’t be reached.

News of the subpoenas was re-
ported by the New York Post.

Mr. Fuld, a target of criticism
since Lehman filed for bankruptcy
protection Sept. 15, testified at a con-
gressional hearing earlier this month
that he didn’t deceive investors
about the firm’s financial health.

Federal prosecutors in the New
York boroughs Brooklyn and Manhat-

tan as well as in New Jersey are prob-
ing issues related to whether Leh-
man said publicly that its financial
condition was sound while acknowl-
edging behind the scenes that its situ-
ation was dire.

The U.S. attorney probes include
whether Lehman valued its assets at
artificially high levels, improperly
moved $8 billion from its London op-
erations to New York just ahead of its
bankruptcy filing and misled New Jer-
sey’s pension fund when it provided
information about its financial
health in connection with a June
stock offering, according to people fa-
miliar with the situation.

PCCW chairman
may sell shares
to related firm
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T
HE EURO zone’s trade
deficit with the rest of
the world rose sharply

in August as exports fell
more rapidly than imports,
suggesting that the currency
bloc is no longer receiving a
boost from foreign trade.

The European Union’s sta-
tistics agency said the euro
zone’s trade deficit widened
to Œ9.3 billion ($12.47 bil-
lion) in August from Œ2 bil-

lion in July and swung from a Œ1.5 billion surplus in
August 2007.

Exports from the euro zone fell to Œ117.2 billion
from Œ141.6 billion in July, while imports fell to
Œ126.5 billion from Œ143.6 billion.
 —Paul Hannon

Trade deficit expands
with declining exports

I
TALIAN industrial or-
ders and sales fell
sharply in August as

weak consumer spending
and the global slowdown
continued to hit the coun-
try’s export-driven economy,
national statistics office
Istat said.

Industrial orders dropped
by an annual 5.2% in Au-
gust, with orders from
abroad plunging 12.8%, the

fourth consecutive decline. Domestic orders fell
0.5%, Istat said. Italy’s large manufacturing sector is
increasingly feeling the pain of the world economic
slowdown resulting from the global financial crisis.

Industrial sales plummeted by an annual 11% in
August, according to unadjusted data.  —Luca Di Leo
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Russian economic recovery tested
Falling oil prices,
plunging stocks deal
a blow to government

By Gregory L. White

Moscow

T HE PROSPECT of sharply
lower prices for oil and other
commodity exports—on top

of plunging stock markets and a
seized-up financial system—threat-
ens the economic recovery that’s
been a foundation of Vladimir Pu-
tin’s rule in Russia.

Falling prices for crude oil
played a role in driving down Rus-
sia’s benchmark RTS stock index
20% last week to the lowest level
since June 2005.

Despite a $160 billion Kremlin
bailout package, the market is off
73% from its record high set in May,
and Finance Minister Alexei Kudrin
warned legislators Friday that the
declines are likely to continue. Un-
able to raise cash, Russia’s heavily
indebted billionaires have been
forced to give up prime assets
pledged as collateral or beg for bail-
outs.

Economists have cut forecasts
for growth next year to around
3%-4%, down from a 7.7% rate in the
first nine months of this year. Cen-
tral bank reserves have fallen $66.9
billion since early August as inves-
tors and ordinary Russians have
fled the ruble. Authorities have ef-

fectively nationalized four banks
and bankers say dozens more are in
trouble.

Mr. Putin “was very lucky on the
way up. This is the first test,” says
Rory MacFarquhar, economist at
Goldman Sachs in Moscow. “They
haven’t grasped yet the magnitude
of what they’re up against.” Mr. Pu-
tin was president until he moved
over to the premiership in May.

Poll data released by the non-gov-
ernmental Levada Center last week
showed small declines in the sky-
high approval ratings for Mr. Putin
and President Dmitry Medvedev.
Possibly encouraged by uniformly
upbeat economic coverage on state
television, 42% of those surveyed
said the current financial problems
are likely to be temporary. A smaller
group, 31%, said the country faces
“serious financial shocks.” The cen-
ter polled 1,600 people with a 3%
margin of error.

So far, the impact on the public
has been limited, with only a few
midsize banks failing to honor de-
posits, prompting takeovers by
state-affiliated banks with funds
from the central bank. Unemploy-
ment remains low, but big metals
and auto companies have an-
nounced production cuts and some

sectors are reporting sharp slow-
downs in October as banks have cut
off lending.

But the first sustained declines
in the ruble’s exchange rate against
the dollar in years—a trend many
economists expect to accelerate—
have raised public concerns. “Make
no mistake, it’s moving over to the
real economy,” said a senior official
at a major Russian bank.

At one of the first major official
briefings since the crisis began, a

top government official Friday said,
“There is no crisis now…economic
growth will remain positive.” He
wouldn’t venture a forecast for next
year, though he indicated it would
likely be below 5%.

He said the government’s widely
praised policy in the last few years
of saving the bulk of its oil revenues
means the Kremlin, with $531 bil-
lion in reserves, has adequate

“safety cushions” to protect the
economy and banking system and
avoid sharp cuts in government
spending.

“Russia’s financial system will
withstand this, we’ll make sure of
that,” he said. “But it’s rather expen-
sive.”

Most of the damage to the stock
market has already been done, he
said. Over $30 billion of foreign capi-
tal fled since the August war in Geor-
gia and the ruble’s decline against
the dollar spooked investors.

The government will begin over
the next week or so to spend 175 bil-
lion rubles from one of its oil funds
to buy blue-chip stocks and bonds in
what the official said was a long-
term investment, not an effort to re-
verse the market trend. Already,
economists say Russia will have to
shelve its plan for a large sovereign-
wealth fund that will invest in for-
eign companies.

The senior official said average
prices for the year will be well above
the $70 at which the budget is in bal-
ance. Even next year, when the
needed figure is projected to be $95
and prices are likely to be in the
$60-$80 range, he said, the govern-
ment won’t have to slash spending.

He said new projects might be
cut back. But that could be politi-
cally difficult, since President
Medvedev and Mr. Putin have been
promising in recent weeks major
new military programs, as well as
bailouts for struggling industries.

Prices for Russian Urals crude oil
fell below $70 last week to some of
the lowest levels seen in a year.
With global growth slowing
sharply, prices for nickel, aluminum
and other commodity exports also
have plunged, sharply cutting the
flow of money into Russia’s econ-
omy.

Economists warned that a
steeper decline in the oil price—
likely if the global financial turmoil
continues—along with $180 billion
in debt coming due by the end of
next year, could do much more dam-
age. J.P. Morgan analysts warned in
a report Friday that in a pessimistic
scenario of $50 Urals crude oil next
year, Russia could burn through
more than half of its reserves as capi-
tal flight surges in 2009. Goldman
Sachs said a price that low would
mean zero economic growth.

Industrial orders, sales
dropped during August

T
HE Organiza-
tion for Eco-
nomic Coopera-

tion and Development
called on the U.K. to
enact laws to allow it
to successfully prose-
cute companies that
bribe foreign govern-
ment officials.

In a report, the OECD’s Working Group on Brib-
ery said it was “disappointed and seriously con-
cerned” by the U.K.’s failure to successfully prose-
cute cases against companies suspected of offering
bribes to government officials to win contracts.

The OECD said that the attorney general—the
government’s top legal officer—shouldn’t give in-
structions to the Serious Fraud Office about individ-
ual foreign-bribery cases.  —Paul Hannon
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Some sectors are
reporting sharp
slowdowns in
October.
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Canada and the European Union
are committed to creating a compre-
hensive trade agreement despite
the uncertainty caused by the global
credit crisis, Canada’s prime minis-
ter said Friday after meeting with
French President Nicolas Sarkozy.

Canada’s drift toward stronger
economic ties with Europe comes as
U.S. economic growth slows and 15
years after Canada, the U.S. and Mex-
ico signed the North American Free
Trade Agreement. The U.S. receives
about 80% of Canada’s exports.

Tough economic times make it
crucial for closer cooperation be-
tween Canada and Europe, Prime
Minister Stephen Harper said after
talks with Mr. Sarkozy and José
Manuel Barroso, president of the Eu-
ropean Commission.

“Canada and the EU will prepare
formal mandates with a view to
launching negotiations on an eco-
nomic partnership as soon as possi-
ble in 2009,” Mr. Harper said. “We
must stand against protectionism
and work to lower and eliminate bar-
riers,” he said.

Mr. Harper said Canada and the
European Union are taking their eco-
nomic cooperation “to an entirely
new level.”

Officials say a possible Can-
ada-EU trade agreement would al-
low for Canadian and European
workers to work in each other’s re-
gions and allow for EU and Cana-
dian companies to bid on govern-
ment procurements.

The possibility of a broad agree-
ment follows a Canada-EU joint
study launched in Berlin last year
and released Thursday that recom-
mends more comprehensive eco-
nomic ties.

Messrs. Harper and Sarkozy
were in Quebec City for a summit of
French-speaking nations, which be-
gan Friday and ran through Sunday.
The French president cut short his
visit Saturday to meet with U.S. Pres-
ident George W. Bush at the Camp
David presidential retreat to lay the
groundwork for a global summit to
overhaul the financial system.

EU and Canada
seek to reach
trade agreement

OECD calls on Britain
to prosecute bribery cases
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 10/16 USD 8.73 –39.7 –42.9 –19.4
Am Blend Portfolio I US EQ LUX 10/16 USD 10.18 –39.3 –42.5 –18.8
Am Growth A US EQ LUX 10/16 USD 22.82 –36.1 –37.3 –13.8
Am Growth B US EQ LUX 10/16 USD 19.42 –36.6 –37.9 –14.6
Am Growth I US EQ LUX 10/16 USD 25.05 –35.7 –36.8 –13.1
Am Income A US BD LUX 10/16 USD 6.98 –15.3 –14.0 –4.6
Am Income A2 US BD LUX 10/16 USD 14.59 –15.0 –14.0 –4.5
Am Income B US BD LUX 10/16 USD 6.98 –15.7 –14.7 –5.2

Am Income B2 US BD LUX 10/16 USD 12.68 –15.5 –14.6 –5.2
Am Income I US BD LUX 10/16 USD 6.98 –14.9 –13.6 –4.0
Am Value A US EQ LUX 10/16 USD 7.10 –39.0 –41.7 –19.9
Am Value B US EQ LUX 10/16 USD 6.61 –39.5 –42.3 –20.7
Am Value I US EQ LUX 10/16 USD 7.57 –38.6 –41.2 –19.3
Asian Technology A OT EQ LUX 10/16 USD 9.69 –39.6 –44.0 –21.9
Asian Technology B OT EQ LUX 10/16 USD 8.58 –40.1 –44.5 –22.7
Asian Technology I OT EQ LUX 10/16 USD 10.70 –39.3 –43.6 –21.3
Emg Mkts Debt A GL BD LUX 10/16 USD 11.41 –23.1 –22.3 –7.3
Emg Mkts Debt A2 GL BD LUX 10/16 USD 13.37 –22.9 –22.3 –7.3
Emg Mkts Debt B GL BD LUX 10/16 USD 11.41 –23.7 –23.1 –8.2
Emg Mkts Debt B2 GL BD LUX 10/16 USD 13.03 –23.5 –23.1 –8.2
Emg Mkts Debt I GL BD LUX 10/16 USD 11.41 –22.8 –21.9 –6.8
Emg Mkts Growth A GL EQ LUX 10/16 USD 21.39 –53.8 –54.8 –16.8
Emg Mkts Growth B GL EQ LUX 10/16 USD 18.35 –54.1 –55.3 –17.7
Emg Mkts Growth I GL EQ LUX 10/16 USD 23.48 –53.5 –54.5 –16.2
Eur Blend A EU EQ LUX 10/16 EUR 10.09 –42.7 –46.7 –23.3
Eur Blend I EU EQ LUX 10/16 EUR 10.29 –42.3 –46.2 –22.6
Eur Growth A EU EQ LUX 10/16 EUR 6.21 –40.3 –43.3 –19.6
Eur Growth B EU EQ LUX 10/16 EUR 5.65 –40.8 –43.9 –20.4
Eur Growth I EU EQ LUX 10/16 EUR 6.70 –40.0 –42.9 –19.0
Eur Income A EU BD LUX 10/16 EUR 5.51 –17.6 –18.7 –9.7
Eur Income A2 EU BD LUX 10/16 EUR 9.84 –17.6 –18.8 –9.7
Eur Income B EU BD LUX 10/16 EUR 5.51 –18.1 –19.3 –10.3
Eur Income B2 EU BD LUX 10/16 EUR 9.23 –18.0 –19.4 –10.4
Eur Income I EU BD LUX 10/16 EUR 5.51 –17.3 –18.3 –9.2
Eur Strat Value A EU EQ LUX 10/16 EUR 7.65 –45.2 –50.1 NS

Eur Strat Value I EU EQ LUX 10/16 EUR 7.75 –44.8 –49.7 NS
Eur Value A EU EQ LUX 10/16 EUR 7.86 –43.5 –47.8 –24.7
Eur Value B EU EQ LUX 10/16 EUR 7.32 –43.9 –48.4 –25.4
Eur Value I EU EQ LUX 10/16 EUR 8.99 –43.1 –47.4 –24.1
Gl Balanced (Euro) A EU BA LUX 10/16 USD 13.34 –37.3 –37.6 NS
Gl Balanced (Euro) B EU BA LUX 10/16 USD 13.15 –37.8 –38.3 NS
Gl Balanced (Euro) C EU BA LUX 10/16 USD 13.27 –37.5 –37.9 NS
Gl Balanced (Euro) I EU BA LUX 10/16 USD 13.46 –37.0 –37.2 NS
Gl Balanced A US BA LUX 10/16 USD 13.69 –33.9 –35.4 –14.6
Gl Balanced B US BA LUX 10/16 USD 13.17 –34.4 –36.1 –15.4
Gl Balanced I US BA LUX 10/16 USD 14.08 –33.5 –34.9 –13.9
Gl Bond A US BD LUX 10/16 USD 8.30 –7.2 –5.6 –0.2
Gl Bond A2 US BD LUX 10/16 USD 13.66 –7.1 –5.6 –0.1
Gl Bond B US BD LUX 10/16 USD 8.30 –8.0 –6.6 –1.2
Gl Bond B2 US BD LUX 10/16 USD 12.11 –7.8 –6.6 –1.1
Gl Bond I US BD LUX 10/16 USD 8.30 –6.8 –5.1 0.4
Gl Conservative A US BA LUX 10/16 USD 13.34 –20.4 –20.8 –7.3
Gl Conservative A2 US BA LUX 10/16 USD 14.67 –20.4 –20.8 –7.3
Gl Conservative B US BA LUX 10/16 USD 13.33 –21.0 –21.6 –8.3
Gl Conservative B2 US BA LUX 10/16 USD 14.11 –21.0 –21.6 –8.2
Gl Conservative I US BA LUX 10/16 USD 13.35 –20.0 –20.3 –6.8
Gl Eq Blend A GL EQ LUX 10/16 USD 9.68 –48.5 –50.9 –23.7
Gl Eq Blend B GL EQ LUX 10/16 USD 9.19 –48.9 –51.5 –24.5
Gl Eq Blend I GL EQ LUX 10/16 USD 10.11 –48.1 –50.5 –23.1
Gl Growth A GL EQ LUX 10/16 USD 35.32 –48.9 –50.0 –22.3
Gl Growth B GL EQ LUX 10/16 USD 29.84 –49.3 –50.5 –23.1
Gl Growth I GL EQ LUX 10/16 USD 38.84 –48.6 –49.6 –21.7

Gl High Yield A US BD LUX 10/16 USD 3.30 –26.9 –27.6 –10.0
Gl High Yield A2 US BD LUX 10/16 USD 6.24 –26.8 –27.6 –10.0
Gl High Yield B US BD LUX 10/16 USD 3.30 –27.5 –28.3 –10.9
Gl High Yield B2 US BD LUX 10/16 USD 10.15 –27.3 –28.4 –11.0
Gl High Yield I US BD LUX 10/16 USD 3.30 –26.6 –27.2 –9.5
Gl Value A GL EQ LUX 10/16 USD 9.10 –48.1 –51.9 –25.1
Gl Value B GL EQ LUX 10/16 USD 8.46 –48.5 –52.4 –25.9
Gl Value I GL EQ LUX 10/16 USD 9.58 –47.8 –51.6 –24.6
India Growth A EA EQ LUX 10/10 USD 61.31 –55.6 –47.0 –5.9
India Growth B EA EQ LUX 10/10 USD 53.03 –55.9 –47.6 –6.8
India Growth I EA EQ LUX 10/10 USD 63.22 –55.5 –46.9 –5.6
Int'l Health Care A OT EQ LUX 10/16 USD 120.79 –26.4 –27.0 –11.7
Int'l Health Care B OT EQ LUX 10/16 USD 103.12 –27.0 –27.8 –12.5
Int'l Health Care I OT EQ LUX 10/16 USD 130.70 –25.9 –26.4 –11.0
Int'l Technology A OT EQ LUX 10/16 USD 80.41 –43.3 –44.9 –16.9
Int'l Technology B OT EQ LUX 10/16 USD 70.52 –43.7 –45.4 –17.7
Int'l Technology I OT EQ LUX 10/16 USD 89.29 –42.9 –44.4 –16.2
Japan Blend A JP EQ LUX 10/16 JPY 5868.00 –41.2 –47.2 –26.8
Japan Blend I JP EQ LUX 10/16 JPY 5980.00 –40.9 –46.7 –26.2
Japan Growth A JP EQ LUX 10/16 JPY 6093.00 –38.4 –44.8 –25.7
Japan Growth I JP EQ LUX 10/16 JPY 6209.00 –38.0 –44.4 –25.1
Japan Strat Value A JP EQ LUX 10/16 JPY 5629.00 –44.3 –49.8 –27.0
Japan Strat Value I JP EQ LUX 10/16 JPY 5722.00 –43.9 –49.4 –26.5
Real Estate Sec. A OT EQ LUX 10/16 USD 12.28 –38.5 –43.6 –26.4
Real Estate Sec. B OT EQ LUX 10/16 USD 11.36 –39.0 –44.2 –27.1
Real Estate Sec. I OT EQ LUX 10/16 USD 13.07 –38.1 –43.2 –25.8

Please turn to next page

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Tokyo shares regain ground;
Mumbai, Hong Kong sink

Sector Equity Health Care
Funds that invest primarily in the equities of companies in the mediacal and health-care in-
dustries. At least 75% of total assets are invested in equities. Ranked on % total return (divi-
dends reinvested) in U.S. dollars for one year ending October 17, 2008

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

1 LODH Life Lombard Odier USDiSwitzrlnd –16.99 –13.05 –0.38 NS
Sciences Expertise Fund P Inc Darier Hentsch & Cie

4 Eaton Vance Eaton Vance Mgmt USDiIreland –12.91 –15.84 –3.48 2.22
E Wrldw Health Sci M2 $ Acc (International) Ltd

NS Multi Nykredit Invest DKKiDenmark –19.00 –16.32 NS NS
Manager Invest Afd Health Care Acc

3 DKB Pharma BayernInvest EURiLuxembrg –19.63 –21.41 –8.33 2.92
Fonds Al Inc Luxembourg S.A.

4 LODH Invest Lombard Odier EURiLuxembrg –24.18 –21.44 –4.18 3.00
Healthcare Expertise P A Acc Darier Hentsch & Cie

4 ESPA Stock Erste Sparinvest EURiAustria –21.81 –21.49 –7.78 3.55
Pharma A Inc KAG

3 FIM Rohto Glitnir Asset EURiFinland –20.72 –22.70 –8.90 1.29
Acc Management Ltd

3 Bayern LB BayernInvest EURiLuxembrg –20.96 –23.06 –9.44 2.36
Pharma Glb Fds AL Inc Luxembourg S.A.

2 ABN AMRO Fortis Investments EURiLuxembrg –23.68 –23.31–11.00 NS
Health Care A Acc (BE)

3 Gestielle Aletti Gestielle EURiItaly –22.68 –23.55–10.58 –1.02
Pharma A Acc SGR S.p.A.
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Seoul guarantees loans
South Korea also
injects $30 billion
into banking system

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

Plan of action
Steps the South Korean government 
is taking to help banks cope with 
pressures.

n $100 billion guarantee on 
foreign-currency loans of South 
Korean banks

n Inject $30 billion into local banks 
from the Bank of Korea's 
foreign-reserve holdings

n Maintain adequate liquidity of
Korean won

n Maintain stability in 
foreign-exchange market

n Create tax incentives for
long-term investment in shares

n Expand capital base of Industrial
Bank of Korea, which specializes 
in loans to small and midsize 
businesses

Source: Ministry of Strategy and Finance
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By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—A day after being
mauled, Japanese shares found bar-
gain buyers Friday, while much of
the region finished lower amid con-
cerns the financial crisis might
evolve into a full-blown recession in
the U.S. and Europe.

“People are naturally beginning
to think about the world economy in

2009, and it’s not
looking very
pretty,” said Peter
Eadon-Clarke, a
strategist at Mac-

quarie Research in Tokyo.
In Tokyo, the Nikkei Stock Aver-

age of 225 companies climbed 2.8%
to end at 8693.82, a day after tum-
bling 11% to register its biggest sin-
gle-day percentage decline since
the Oct. 20, 1987, crash. For the
week, the Nikkei gained 5%, thanks
to a 14% jump Tuesday.

The Shanghai Composite also
rose, climbing 1.1% to 1930.65 to snap
a three-session losing streak. The in-
dex was down 3.5% for the week.

Other markets were pounded in
a volatile session, with Hong Kong-

and Mumbai-listed stocks hit partic-
ularly hard. In Mumbai, the Sensex
ended down 5.7% to 9975.35, while
Hong Kong’s Hang Seng Index lost
4.4% to 14554.21.

Leading the gains in Tokyo,
Honda Motor added 5.2% and
Canon advanced 5.7%. Mitsubishi
UFJ Financial Group added 2.7%.

In Mumbai, shares of nonferrous
metals company Sterlite Industries
slumped 9.9%, while Hindalco Indus-
tries tumbled 8.9%.

In Hong Kong, banking stocks de-
clined after lenders who sold deriva-
tive products linked to Lehman
Brothers Holdings agreed to buy
back the investments at their cur-
rent market value. Bank of East
Asia fell 3.1% and BOC Hong Kong
(Holdings) lost 6%.

Australia’s S&P/ASX 200 index
lost 1.1% to 3970.80. Resource
stocks extended declines on worries
about weakening global demand for
commodities, with Rio Tinto drop-
ping 5.1% and BHP Billiton falling
4.7%.

South Korea’s Kospi, which tum-
bled 9.4% in the previous session,
dropped an additional 2.7%.

By Evan Ramstad

SEOUL—South Korea, whose
banks and businesses face growing
problems obtaining foreign cur-
rency, unveiled a $100 billion gov-
ernment guarantee on foreign-cur-
rency loans and a $30 billion infu-
sion of U.S. dollars into the banking
system.

Sunday’s moves, the biggest yet
by Seoul, should reduce the pres-
sure that South Korean banks—and
the businesses they loan to—will
face if global conditions make it dif-
ficult for them to refinance matur-
ing foreign-currency borrowings in
coming months. Such refinancing
problems could rapidly spread to
the broader South Korean economy,
even sending it into recession, gov-
ernment officials said.

The steps are also designed to
blunt criticism from ratings agen-
cies and investors that South Korea
wasn’t doing as much as other coun-
tries to cope with the evolving
world-wide financial crisis. Korean
officials took some steps to improve
liquidity in recent weeks, such as
providing $15 billion in foreign cur-
rencies to banks and encouraging
consumers to deposit their own non-
Korean cash in banks.

But leaders also spent time criti-
cizing analysts and news reports
that focused on the pressures grow-

ing in the banking system. That
ended when ratings company Stan-
dard & Poor’s last week placed the
counterparty credit risk of five ma-
jor South Korean banks on watch
with negative implications, citing
the government’s inaction on the
risk to foreign-currency borrowings.

President Lee Myung-bak called
an emergency meeting of economic
leaders on Friday, and the country’s
finance minister promised to form
new measures over the weekend.

The actions announced Sunday
were smaller than government-in-
tervention steps seen recently in
the U.S., Europe and other places in
Asia such as Hong Kong, a reflection

of the narrower scope of problems
facing South Korea. The country’s
broad economy, though hit by ef-
fects of the global slowdown, is ex-
pected to grow about 4% this year
and 3% next year, well above the an-
ticipated levels of advanced coun-
tries hit by the global slowdown.

For South Korea, the issue is that
its banks have been aggressive lend-
ers who relied on overseas markets
for foreign-currency funds that
could be loaned to small and mid-
size business participating in global
trade. If South Korean banks are cut
off too quickly from foreign cur-
rency, the businesses they lend to
may be forced to close.

“That could lead to a real-econ-
omy recession,” said Shin Je-yoon,
deputy finance minister for interna-
tional affairs.

As a first step, the government
will guarantee foreign currency-de-
nominated loans by Korean domes-
tic banks, up to a value of $100 bil-
lion. Currently, about $80 billion in
foreign-currency borrowing is due
to mature by June.

In addition, the Bank of Korea
will make $30 billion available from
its foreign-exchange reserves,
which were $239.7 billion at the end
of September, to domestic banks
faced with dollar shortages.

For the time being, government
officials ruled out raising the level
of deposit insurance or recapitaliz-
ing institutions. None of South Ko-
rea’s banks have been pushed into in-
solvency—or even quarterly operat-
ing losses—by recent activity. “It’s
quite different from other coun-
tries,” Mr. Shin said.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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By Evan Ramstad

and Sungha Park

SEOUL—Amid a global scramble
for U.S. dollars, South Korean banks
and government officials are mak-
ing an appeal to citizens: Search
your homes for leftover bucks and
deposit them in banks where they
can be lent to small companies.

The campaign starts from the
top. Last week, after warning that
hoarding of dollars appeared “ram-
pant,” President Lee Myung-bak en-
couraged consumers and compa-
nies to put dollars and other foreign
currencies to work for the country.

Banks also want to attract eu-
ros. They are offering interest
rates well above those for the
South Korean won on time-re-

stricted savings accounts and
three-month and six-month certifi-
cates of deposit in both currencies.

The goal is to rake in currency
that can be used for loans to busi-
nesses that deal with suppliers and
customers in other currencies.
Those loans are needed particu-
larly by South Korea’s small and
midsize manufacturers, which are
vulnerable to the tightening of
credit because they don’t bank
overseas or raise funds in equity
markets, as the country’s big com-
panies do.

Like other banks around the
world, South Korean institutions
are having trouble obtaining cur-
rencies, especially dollars, from
the global marketplace. South Ko-
rea’s government this month has

provided $8.5 billion to banks to
help small and midsize businesses.

At Industrial Bank of Korea, the
interest rate offered this week for a
three-month CD in won was 4.9%;
in U.S. dollars, 6.9%; and in euros,
7.9%. The bank drew more than $30
million in foreign-currency depos-
its in the first four days of promot-
ing the higher rates. “This is sur-
prising,” said Jin Han-sub, a prod-
uct development manager at the
bank. “If the trend is like this I
think we could raise $100 million
in a short time.”

Even so, share values have
fallen sharply for South Korean
banks as investors worry that the
currency crunch will add to the
challenges in profitability they are
already facing.

Koreans urged to deposit hoarded dollars and euros
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