
Germany and Sweden joined
an unprecedented number of
nations trying to curb runaway
executive rewards. The efforts,
part of rescue packages, could
change pay practices broadly
and affect the migration of
management talent. Page 1

n Citic Pacific faces losses of
nearly $2 billion after an execu-
tive’s soured bets on the direction
of the Australian dollar. Page 1

n OPEC is likely to cut oil out-
put this week in a bid to coun-
teract falling demand and the
plunge in crude prices. Page 2

n Belgium injected $2 billion
into mutual insurance company
Ethias, the third major finan-
cial-section bailout by Brussels
in recent weeks. Page 2

n Bernanke endorsed plans for
a new stimulus package, giving
a boost to U.S. lawmakers who
want to put more government
funds into the economy. Page 3

n U.S. stocks surged on cheapen-
ing credit, an energy rally and
Bernanke’s support for more fis-
cal stimulus. European shares
rose as oil stocks gained. Page 20

n The U.K.’s finances are likely
to deteriorate further as the
government plans to bring for-
ward spending and may need
to borrow more. Page 19

n HSBC Holdings agreed to
buy a majority stake in Indone-
sia’s Bank Ekonomi Raharja for
$607.5 million. Page 8

n Novartis CEO Vasella is giv-
ing up some duties and naming
Reinhardt to the new post of
chief operating officer. Page 4

n A charge hurt Ericsson’s net,
but sales rose 13% and the com-
pany says it hasn’t been affected
by economic turmoil. Page 6

n France’s Veolia issued its
second profit warning this
year, as the global slowdown
hits its waste business. Page 6

n Bank failures are disrupting
the market for synthetic collat-
eralized debt obligations. The
trouble could mean more losses
for banks and insurers. Page 19

Tough rules
loom to curb
executive pay

Sweden became the latest Eu-
ropean nation to introduce a
sweeping bailout plan to sup-
port its banks. The plan, which
was modeled after laws used
during Sweden’s 1990s financial
crisis, would allow the state to
guarantee some $200 billion in
bank debt. Meanwhile, signs of
the crisis continued in other Eu-
ropean countries. Page 1

n Taliban gunmen killed a
Christian aid worker in Kabul,
and the militant group said it
targeted the South African-Brit-
ish national because she was
spreading her religion. In Afghan-
istan’s north, a suicide bomber
killed two German soldiers.

n Iraqi finance officials are
drawing up contingency spend-
ing plans to trim next year’s
budget by an estimated 19%,
due to the sudden drop in
crude prices. Page 9
n A group of top Iraqi leaders
decided to forward to the cabi-
net this week a draft security
pact with the U.S. Page 9

n The global financial crisis
will add at least 20 million peo-
ple to the world’s unemployed,
bringing the total to 210 mil-
lion by the end of next year,
the U.N.’s labor agency said.

n Russia is violating an EU-
brokered cease-fire by keeping
troops in two disputed Georgian
territories, a U.S. official said.

n Pakistan is considering turn-
ing to the IMF to try to extri-
cate itself from a severe finan-
cial crisis. Page 25

n Pandemonium marred the
start of a trial of 86 people ac-
cused of conspiring to over-
throw Turkey’s Islamic-ori-
ented government.

n Ukraine’s president delayed
early parliamentary elections
by a week, to Dec. 14.

n Zimbabwe’s opposition party
boycotted a regional summit
called to try to resolve the
country’s political impasse.

n Festus Gontebanye Mogae,
ex-president of Botswana, won
a multimillion-dollar prize for
leading a campaign to tackle
the spread of AIDS.

n Some 1,500 dogs died re-
cently in northeast China after
eating animal feed tainted with
melamine, a veterinarian said.

Improper trades will hit
Citic with $2 billion loss

Editorial&Opinion

By Yvonne Lee

And Laura Santini

HONG KONG—An executive’s
soured bets on the direction of the
Australian dollar will result in
nearly $2 billion of losses at Citic Pa-
cific Ltd., a Hong Kong-listed con-
glomerate backed in part by Chi-
nese state money.

Citic Pacific Chairman Larry
Yung blamed the losses on unautho-
rized trades placed by the compa-
ny’s group finance director, Leslie
Chang, who Mr. Yung said had been
fired. He said the company also has
fired Chi Yin Chau, group financial
controller, for neglecting to provide
proper oversight.

In a news conference, Mr. Yung
said it was “regrettable that policies
and procedures on risk manage-
ment were not followed.”

Messrs. Chang and Chau
couldn’t be reached for comment.

The hit to Citic Pacific’s bottom
line could reach 14.7 billion Hong
Kong dollars ($1.89 billion), the com-
pany said. That is roughly a third

more than the company earned in
2007. The size of the loss won’t be
known until Dec. 31, when Citic Pacific
plans to mark to market its positions
in currency-derivative contracts.

Problems with risk controls
aren’t unknown in Asia. In 2004, oil
trader China Aviation Oil (Sin-
gapore) Corp., whose shares traded
on the Singapore stock exchange,
racked up US$550 million of losses
after it used derivatives to specu-
late on the price of oil. In 2005, a Chi-
nese metals trader handling China’s
strategic commodity reserves in-
curred losses that ran to US$600
million when he engaged in short
sales of copper on the London Met-
als Exchange. The trader essentially
bet copper prices would fall, before
those prices moved against him.

Some investors and analysts
worry that more bad news could
emerge from Asian corporations
caught wrong-footed by the mar-
kets. “One of the problems of Asian
corporate governance has been lax
internal controls,” said Jamie Allen,

Please turn to page 31

Banks, bombs, the bear
Why America-bashing may
still be an election winner in
Germany after Bush. Page 15

Sweden adds latest entry
to bank-protection plans
Germany, Ukraine
take steps to ensure
their bailout efforts
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What’s News—
Business & Finance World-Wide

Source: Thomson Reuters Datastream

Falling stocks
Year-to-date share performance for Sweden’s biggest banks
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A cabaret in Morocco
brings Marrakech distress
MARKETPLACE | PAGE 29

China’s slowing growth
could have global impact
ECONOMY & POLITICS | PAGE 10

By Joann S. Lublin

And Mike Esterl

As they rescue battered financial
institutions, an unprecedented num-
ber of countries simultaneously are
trying to curb runaway executive re-
wards. The efforts could change pay
practices broadly as well as the mi-
gration of management talent.

“It’s the first time in the history
of executive pay that there has been
a spontaneous international effort
to rein in executive pay,” says Ira
Kay, head of executive-compensa-
tion consulting at Watson Wyatt
Worldwide in New York.

At least six countries have im-
posed pay curbs, or are poised to do
so, as part of their banking bailouts.
Sweden, the latest, unveiled a finan-
cial-stability plan Monday that of-
fers a bank guarantee of about $200
billion. Assisted banks must agree
with the government to limit com-
pensation for key executives. Other
countries may follow suit.

The widespread moves to limit
compensation reflect public out-
rage over outsized pay packages for
executives who led banks to big
losses, or bankruptcy. Governments
need limits “to get popular buy-in
for these bailouts,” says Stephen
Davis, a senior fellow at Yale Univer-

Please turn to page 31
Money & Investing > Page 19

By Charles Forelle

And Joellen Perry

Sweden, which created a model
for rescuing troubled financial sys-
tems in the early 1990s, became the
latest European economy to intro-
duce a sweeping bailout plan to sup-
port its banks.

Under the Swedish plan, the
state could guarantee some $200 bil-
lion in bank debt—halfthe nation’s
gross domestic product. It also will
create a facility to inject capital into
banks that get into trouble. Finance
Minister Anders Borg said in an in-
terview that he expects all Sweden’s
banks to take advantage of the guar-
antee, though bankers said it was
too early to say what they would do.

Mr. Borg and other Swedish offi-
cials said the measures aimed to re-
store confidence, and weren’t a reflec-
tion that any institution was in imme-
diate peril. There was also an element
of peer pressure, the officials said;
they didn’t want to leave the Swedish
banks without government support

Please turn to page 31

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 9265.43+413.21 +4.67
Nasdaq 1770.03 +58.74 +3.43
DJ Stoxx 600 222.01 +7.74 +3.61
FTSE 100 4282.67 219.66 +5.41
DAX 4835.01 +53.68 +1.12
CAC 40 3448.51+118.59 +3.56

Euro $1.3301 -0.0166 -1.23
Nymex crude $74.25 +2.40 +3.34
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A sharper-than-expected
slowdown in China means
trouble—and not just for
China.

Beijing released a sober-
ing array of economic data
Monday: China’s third-quar-
ter economic growth of 9%
year-to-year was below ex-
pectations and the slowest
rate since 2003’s second
quarter.

The slowdown, following
five consecutive years of
more than 10% growth, may
not yet reflect the potential
impact of a drop in trade
with troubled economies
such as the U.S. China’s ex-
ports grew at a rate of
21.5% a year in September,
but it’s only a matter of
time before a slump in Chi-
na’s main Western markets
eats into that growth.

The immediate impact of
China’s decelerating econ-
omy will be felt by its Asian
neighbors. China is the
third-largest market for ex-
ports from Asian countries,
according to Royal Bank of
Scotland. It is South Korea’s
primary export destination.

Some of these imports
from Asia, such as elec-
tronic components, are re-
exported to the West by Chi-

nese firms. A drop in de-
mand for these is already
expected.

China’s domestic needs
are also critical. Demand
for raw materials like iron
ore, for example, is sliding
along with Chinese construc-
tion activity and steel pro-
duction.

It isn’t just industrial
needs. Auto sales in China
have declined for two
months in a row, bad news
for major car-exporting na-
tions such as Japan.

The aggregate impact of
these trends is already evi-
dent: Year-to-year growth
in Chinese imports was a
solid 21.3% in September,
but that was nearly two per-
centage points slower than
August’s growth rate.

It was never likely that

China, and Asia more gener-
ally, would escape the ef-
fects of a Western slow-
down. But the impact seems
to be coming quicker and
more dramatically than fore-
seen.

The good news is that
China’s policy makers seem
to be responding in kind.

Worried Beijing officials
have announced that an “ac-
tive” macroeconomic policy
is needed, language not
used since the Asian finan-
cial crisis of the late 1990s.

Still, policy steps taken
now won’t have their full ef-
fect for a while.

And as China tries to pro-
tect its own economic and
sociopolitical welfare, the
rest of the world can only
hope it will succeed.

—Andrew Peaple

Every silver lining has a
cloud. That’s true even of
recent moves by govern-
ments to shore up the bank-
ing sector.

One result: Debt inves-
tors are far less worried
that big banks and brokers
could default. Great. But
that also means banks
won’t get to book gains on
falls in the value of their
own liabilities.

That has proven to be a
nice little offset for many
banks over the past year.
The profits are a beneficial

result of mark-to-market ac-
counting: If a bank chooses
to mark its own debt to
market prices, a fall in the
value of those liabilities re-
sults in a gain that boosts
profit.

Citigroup, for example,
has booked $3.3 billion in
such gains since the third
quarter of 2007 as the cost
of insuring against default
at the bank rose and its
debt fell in value. In the
third quarter, Morgan Stan-
ley booked $1.5 billion in
such gains on a pretax basis.

Now, some of those
gains may reverse because
the value of bank debt is ris-
ing on the back of the bail-
out plan. That means this
one-time offset could turn
into a drag on earnings,
even as write-downs and
credit-related losses con-
tinue to mount.

Granted, such reversals
wouldn’t likely be enough
to break any bank. But even
with the bailout, banks still
need every little bit of help
they can get.

—David Reilly

ING is getting the preferred treatment

Rising value of bank debt has downside

Another day, another
bank bailout. But in the
case of Dutch bank insurer
ING Groep, existing equity
owners do rather better
than those of many other
bailed-out banks. ING’s cred-
itors have little to grumble
about either.

The Dutch government’s
Œ10 billion ($13.4 billion) re-
capitalization of ING avoids
diluting shareholders be-
cause the preference shares
ING is issuing to the state
won’t have voting rights.
The 8% coupon is lower
than other European banks

are paying on their newly
issued preferred stock from
governments.

There are good reasons
why ING, with a Tier 1 capi-
tal ratio of 8% before the
capital increase, has bowed
to the market pressure to
improve its capital base.
The new European bench-
mark is 9% or higher, and
there’s risk of further write-
downs at ING.

Exploiting a quirk of
Dutch banking regulations,
ING doesn’t set aside re-
serves for paper losses on
available-for-sale securities

on the grounds it will hold
them until maturity. But the
value of some of these as-
sets may have been perma-
nently impaired, which
would require write-downs.
ING’s unrealized losses now
stand at around Œ7.5 billion,
up Œ1.5 billion from three
months earlier.

The risk for future write-
downs is very real. But ING
may at least have pulled off
keeping its shareholders
and creditors happy. That
bodes well for keeping its
cost of capital under con-
trol.  — Arindam Nag

As China goes, so Asia

Kids’ cereals get saltier
Report says makers
add salt when they
reduce sugar content

ASSOCIATED PRESS

KUALA LUMPUR—Malaysia an-
nounced plans to prop up its stock
market and attract more foreign in-
vestment amid expectations of
slower economic growth next year.

Finance Minister Najib Razak said
the government will channel an addi-
tional five billion ringgit ($1.42 bil-
lion) to a state agency to invest in
stocks regarded as undervalued be-
cause many fundamentally strong
companies were trading at low prices.

The stock market has plunged 37%
this year in line with regional losses.

“Our stock market is affected by
the sentiments in other markets,
but I would like to stress that we are
not in a financial crisis, and cer-
tainly we should not talk ourselves
into one,” Mr. Najib said during an
investment conference. Officials
also will speed up the liberalization
of the service sector and ease rules
for foreign investors.

Mr. Najib said the government ex-
pects to reduce its economic growth
forecast of 5.4% for 2009, partly due
to lower demand for palm oil and
crude oil. The Malaysian Institute of
Economic Research, a private think
tank, last week predicted economic
growth would slide to 3.4% in 2009
and warned of a possible recession
if the U.S. economy deteriorates.

The government’s ability to
prime the economy is “somewhat
limited,” Mr. Najib said, and it may
postpone expensive projects. But he
pledged there will be no cutback on
development spending and projects
with wide public benefit.

Economists said more solid mea-
sures are necessary for trade-depen-
dent Malaysia to cope with the glo-
bal financial turmoil. “We need new
fiscal stimulus and more concrete

economic policies to sustain long-
term growth, or the enormity of the
global crisis may overwhelm us,”
said Wan Suhaimi Saidi, economist
with Kenanga Investment Bank.

Malaysia props up stock market
amid slowing economic growth

Cereal makers that reduce the
amount of sugar in kids’ cereals
tend to ratchet up the salt content
to improve flavor, says a report ex-
pected to be released Tuesday by
Consumers International.

Cereal makers have been under
pressure from consumer groups to
reduce the sugar content of their

kids’ cereals, and Consumers Inter-
national, in its report, “Cereal Of-
fenses,” says “manufacturers are
likely to add salt to boost the flavor
of the product, and may use salt to
maintain customer appeal when
sugar levels are reduced.”

The London-based organization,
an umbrella group representing 220
consumer groups globally, focused
on products made by two of the
world’s largest makers of cereal for
children, Nestlé SA of Vevey, Swit-
zerland, and Kellogg Co., Battle
Creek, Mich. The group defined chil-
dren’s cereals as those that feature
cartoon characters on the packag-
ing, are endorsed by celebrities pop-
ular with kids and are advertised on
kids’ television programming.

A sampling of 100 grams of
Kellogg’s Frosties Reduced Sugar ce-
real sold in various countries con-
tains, on average, 25% sugar and
1.5% salt—more salt than is nor-
mally found in potato chips. Those
averages are considered high by the

U.K.’s Food Standards Agency,
whose guidelines Consumers Inter-
national used for its report. By com-
parison, 100 grams of Kellogg’s
Smacks cereal contains an average
of 44% sugar and less than 1% salt,
the report found.

Last year, after two advocacy
groups—the Center for Science in
the Public Interest and the Cam-
paign for Commercial-Free Child-
hood—threatened to sue Kellogg for
marketing sugary products to
young children, Kellogg said it
would reformulate certain prod-
ucts. For those products that it
couldn’t get to taste as good
through reformulation, Kellogg said
it would simply stop advertising to
kids under the age of 12 as of 2009.

Susanne Norwitz, a Kellogg
spokeswoman who reviewed the
Consumers International Report,
said she isn’t aware of any instances
of Kellogg adding salt to products in
which it has lowered the sugar level.
She said cereal formulas for the
same product can vary from coun-
try to country based on consumer
taste preferences and the availabil-
ity of ingredients, “however, in our
recent reformulation of select
Kellogg's cereals, grams of sugar
were reduced by a range of one to
three grams, and sodium levels did
not increase—in fact, they were
were reduced.”

Kellogg so far has reformulated
its Froot Loops, Corn Pops, Rice
Krispies, Cocoa Krispies and Apple
Jacks cereals. The new formulas be-
gan hitting store shelves in June.

The report also takes aim at the
overall sugar content of cereals, say-
ing that in many cases, children’s ce-
reals contain more than twice the
amount considered high by the

U.K.’s Food Standards Agency. Nes-
quik cereal, for example, is made up
of 36% sugar, on average—a higher
level than what is found in an equiva-
lent amount of ice cream, Consum-
ers International claims.

Nestlé didn’t dispute the re-
port’s findings on sugar and salt con-
tent in its products, including Nes-
quik. But a spokeswoman said that
even cereals with sugar can be nutri-
tional, and that it is unfair to blame
cereal for obesity when other fac-
tors are important, including exer-
cise. “I have three children. They eat
Cini Minis [a sugary breakfast ce-
real], but they don’t eat them every
meal,” Nestlé spokeswoman Hilary
Green said.

Kellogg’s Ms. Norwitz said in an
email that “all of the cereals identi-
fied by Consumers International are
low-fat, nutrient-dense breakfast
options proven to be beneficial as a
part of a balanced diet. To put Con-
sumers International’s information
in perspective, a serving size of yo-
gurt (from a leading brand in the
U.K.) contains more sugar than a
serving size of Frosties cereal (15.9
grams of sugar in yogurt vs. 11
grams of sugar in Frosties).”

In the U.S., Europe and other
parts of the world, many big food
companies have agreed to voluntar-
ily restrict some food advertising to
children. In 2007, Nestlé said it
would no longer advertise to chil-
dren under 6 years old, and would
only advertise healthy food to chil-
dren ages 6 to 12.

But governments are going fur-
ther, prompted by scientific studies
linking childhood obesity to junk-food
ads. Earlier this year, the U.K. banned
junk-food ads from any television
show aimed at children up to age 15.

By Julie Jargon in Chicago and
Aaron O. Patrick in London

China’s GDP
Change from a year earlier 
in China’s gross domestic 
product, quarterly data

Sources: Thomson Reuters; 
National Bureau of Statistics 
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INDEX TO BUSINESSES The new T-Mobile G1 phone from
Google Inc. can accept memory
cards larger than eight gigabytes.
Due to erroneous information sup-
plied by T-Mobile, Thursday’s Per-
sonal Technology column in some
editions stated that the phone had
an eight-gigabyte memory limit.

OPEC is expected to slash output
World thirst for oil
drops even as price
continues to plunge

CORRECTIONS &
AMPLIFICATIONS

By Alessandro Torello

And Peppi Kiviniemi

BRUSSELS—Belgium pumped
Œ1.5 billion ($2 billion) into mutual
insurance company Ethias, in the
government’s third major financial-
sector bailout in recent weeks.

The cash injection on Monday
was necessitated by the Belgian
banking regulator on Friday order-
ing Ethias to raise funds to cover a
capital loss. Ethias booked the loss
because of the diminishing value of
its investment in Belgian-French
bank Dexia SA, which also has been
rescued by a government bailout.

Dexia, a specialist in lending to lo-
cal government and for large con-
struction projects, was shored up by
a cash injection of Œ6.4 billion pro-
vided by the Belgian, French and Lux-
embourg governments, which also
guaranteed the bank’s borrowing.

Ethias—an unlisted mutual in-
surer, owned by local public authori-
ties, hospitals and nonprofit organi-
zations—is one of Dexia’s core share-
holders, with a stake of about 5%. It
bought shares in Dexia as recently
as this autumn, increasing its stake
by Œ150 million, at Œ9.90 a share,
but Dexia’s stock has taken a beat-
ing since then.

Shares in Dexia closed down 4%
Monday at Œ4.56.

After the cash injection, Ethias
Chief Executive Bernard Thiry on
Monday said the company has “no in-
tention” of selling its stake in Dexia.

The funds for Ethias will come in
the form of a capital increase and
the insurer’s structure will change,
a spokesman for Belgian Prime Min-
ister Yves Leterme said, adding that
no more details were available.

By Neil King Jr.

And Spencer Swartz

OPEC is all but certain this week
to slash oil output in a bid to counter-
act falling demand and a precipitous
drop in crude prices.

The big question is: Will it work?
Or will an enfeebled world economy
continue to drag oil prices down even
in the face of concerted OPEC action?

Ministers within the Organization
of Petroleum Exporting Countries,
which supply 40% of the world’s oil,
appear ready to back a cut of a million
barrels a day or even more in a bid to
soak up excess supply and protect
their own budgets. Officials say the
cut could come in two stages—some
of it now, and the rest in December,
when the group plans to meet again.

But the cartel has a mixed record
in trying to stop sliding prices by cut-
ting supply, especially in the face of a
strong recession. The group failed fa-
mously in 1998, when it lopped off 2.5
million barrels a day in the midst of
the Asian financial crisis, and had
only spotty success in 2001.

Friday’s emergency meeting of
the 13-member cartel comes amid a
spate of increasingly grim forecasts
of sharp economic declines next year
across much of the industrial world.
Falling demand for oil in the U.S. and
Europe this year has been a signifi-
cant force driving oil prices down
more than 50% from their record
highs this summer.

Deutsche Bank, in a report Mon-

day, predicted that an anemic 1.2%
growth in the world’s economy next
year could drive oil prices to as low as
$50 a barrel—roughly a third of their
summertime high.

Oil at that price would cause pain
across much of the cartel, where gov-
ernment spending has ballooned in
tandem with skyrocketing crude
prices. An International Monetary
Fund report released Monday said
that Iran requires oil to average $90 a
barrel this year to avoid deficit spend-
ing. Bahrain requires $75 and Oman,
$77. Iraq, which the IMF says needs
oil at $111 a barrel to balance its books
this year, is already looking at ways to
curtail spending in 2009.

Oil prices continued their wild
ride Monday, with U.S. benchmark
Nymex crude rising $2.40 a barrel, or
3.3%, to close at $74.25 on the New
York Mercantile Exchange. In intra-
day trading, Nymex crude rose as
high as $76.12 and fell as low as
$71.77. Expectations of an OPEC cut
gave prices a boost, finishing up for a

second straight trading day, but a con-
tinued upward swing in prices this
week could complicate the cartel’s de-
sire to reduce world oil supplies.

Some oil-consuming countries
have begun to caution against a poten-
tial OPEC cut, arguing that the hob-
bled world economy needs the boost
of lower energy prices. “We think
they need to keep the markets well
supplied,” said U.S. Deputy Energy
Secretary Jeffrey Kupfer.

OPEC, though, contends that a pro-
duction cut is needed to avoid sharp
oversupply as the world’s thirst for
oil diminishes. It expects world de-
mand for its crude to drop by nearly
900,000 barrels a day next year com-
pared with 2008. The world now con-
sumes about 86.5 million barrels a
day. The OPEC estimate, which is
close to the International Energy
Agency’s forecast, reflects weaker
U.S. and European oil demand and
projections for added non-OPEC pro-
duction next year.

Some OPEC ministers have said in
recent days that the group could de-
cide to roll back production in multi-
ple steps, as the producer group did
in late 2006 when it announced two
cuts, totaling 1.7 million barrels a day,
in October and December of that year.

“I believe this will be a good possi-
bility. Remember this is what we did
in 2006. There is a lot of uncertainty
today. We don’t know how things are
going to look next month or in Decem-
ber,” said Shokri Ghanem, head of Lib-
ya’s National Oil Co.

Many analysts at the time be-
lieved the late-2006 production cuts
were aimed at protecting a price floor
of at least $55 a barrel. After Friday’s
meeting, OPEC is next scheduled to
meet again Dec. 17 in Algeria.

A decision to trim production will
raise the perennial question in the car-
tel of who should do the cutting. Pro-
ducers such as Nigeria, Iran and Vene-
zuela, which are already under grow-
ing fiscal pressure, will be loath to cut
back even in the face of falling prices.
So that job will fall largely to Saudi
Arabia, OPEC’s largest producer by
far. The Saudis until now have been
hesitant to reduce output this year,
but analysts agree that the kingdom
is serious about ensuring that prices
don’t fall below $60 a barrel.
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Slippery target
OPEC’s changes to its price quotas don’t always achieve its goals

Insurer Ethias
gets $2 billion
from Belgium

By Rumman Ahmed

BANGALORE—Ranbaxy Labora-
tories Ltd.’s board on Monday ap-
proved an allotment of preferential
shares and warrants to Daiichi San-
kyo Co., allowing the Japanese
drug maker to acquire a 52.5%
stake in Ranbaxy.

Ranbaxy said it received 35.85
billion rupees ($736 million) for

the preferential allotment of
shares and warrants.

In June, Ranbaxy founders ac-
cepted an offer to sell a 34.8% stake
to the Japanese company at 737 ru-
pees ($15.75) a share. Daiichi San-
kyo also had offered to buy a control-
ling stake in Ranbaxy.

To date, Daiichi has acquired an
equity stake of 52.5%, comprising
220.69 million Ranbaxy shares.

Ranbaxy approves big stake sale

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

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

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

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

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

2 TUESDAY, OCTOBER 21, 2008 T H E WA L L ST R E ET JOU R NA L .

Improper trades will hit Citic with big loss

Executive pay faces curbs

Career Journal

sity School of Management’s Mill-
stein Center for Corporate Gover-
nance and Performance.

The restrictions range from
sweeping to narrow. The German
Cabinet Monday imposed a
Œ500,000 ($670,000) annual salary
cap for top executives of banks that
receive capital injections or sell
troubled assets under that nation’s
rescue plan. Germany also barred
bonuses, stock-option grants, sever-
ance payments and option exercises
at banks drawing government funds
during the bailout program, which
could last through 2012. Banks that
only tap credit guarantees are ex-
empt from the restrictions.

At the other extreme, Switzer-
land’s UBS AG agreed as part of a
government recapitalization plan
to use international best practices
for executive pay and accept govern-
ment monitoring.

The U.S. financial-rescue law
falls somewhere in between. The
Treasury Department is limiting cor-
porate-tax deductions on executive
pay and “golden parachute” pay-
ments for exiting executives, requir-
ing certain companies to recover
awards based on inaccurate results
and barring incentives given for “un-
necessary and excessive risks.” The
U.S. rules cover the five highest-
ranking officers at participating in-
stitutions.

It’s unclear which, if any, of the
approaches will be most effective at
curbing executive pay. Past efforts
to regulate pay in the U.S. generally
haven’t slowed the rise of executive
compensation, but shifted the way
top managers are paid. Executives
outside the U.S. typically make less,
but experts say that is due more to
historical and cultural factors than
government rules.

Anne Simpson, executive direc-
tor of the International Corporate
Governance Network, a London
group representing more than 500
institutional investors in 40 coun-
tries, is skeptical about the impact
of government restrictions. Pay
curbs for bailed-out concerns tem-
porarily “might throw some sand in
the cogs,” but won’t fix what Ms.
Simpson considers a bigger prob-
lem: the lack of accountability of cor-
porate boards.

There are some indications of a
broader shift in attitudes. Some ex-
ecutives in several countries are vol-
untarily limiting pay, even where
not required by the new rules. Deut-
sche Bank AG says its 10 top execu-
tives will forgo 2008 bonuses, even
though Germany’s biggest bank
doesn’t plan to accept government
cash. The ousted chief executive of
French-Belgian municipal lender
Dexia SA renounced his Œ3.7 million
“golden parachute.” Robert Willum-
stad, replaced last month as CEO of
American International Group Inc.
as part of a U.S. government rescue,
later said he won’t accept his $22
million severance payment.

The hastily imposed limits in-
cluded in bailout measures likely
portend more sweeping efforts to
control pay by lawmakers and share-
holders next year. In the U.S., both
major-party presidential candi-
dates support giving shareholders
an annual nonbinding vote on com-
pensation of top executives; a bill re-
quiring such votes passed the House
of Representatives last year, but
wasn’t voted on in the Senate. The
U.K. and Australia are among coun-
tries that already require advisory
votes.

In the U.S. Congress, key Demo-
cratic members, who likely will re-

tain control of the body, have also
signaled interest in broader mea-
sures. The bailout law “creates the
floor for executive pay and gover-
nance-reform packages” in Con-
gress next year, suggests Richard
Ferlauto, head of corporate gover-
nance and pension investment at
the American Federation of State,
County and Municipal Employees.
George Paulin, CEO of Frederic W.
Cook & Co., a compensation consul-
tancy in New York, says such a bill
could include curbs on deferred
compensation.

Officials in the U.K. and Australia
already are trying to restrict com-
pensation at companies unaffected
by government bailouts. Britain’s
markets regulator sent chief execu-
tives of investment banks a sternly
worded letter last week urging their
boards to drop pay practices that
may have encouraged risky behav-
ior—and vowing checks to make
sure such “bad practices” disap-
pear. Australian Prime Minister
Kevin Rudd said last week his gov-
ernment will create new executive-
pay rules that discourage excessive
risk-taking in the financial sector.
Mr. Rudd will then propose those
rules to the international commu-
nity.

Executive pay was a hot-button
issue in Germany even before the
bank rescue package; some politi-
cians in recent months have called
for mandatory caps across all indus-
tries. Last week, Economy Minister
Michael Glos urged other high-paid
bankers to follow Deutsche Bank’s
example of a voluntary pullback. Mr.
Glos’s request remains unheeded so
far.

The evolving pay curbs could
make it harder for some affected fi-
nancial institutions to attract and re-
tain managers. Marco Cabras, a
spokesman for DSW, a German
shareholder-rights group, says that
country’s strict pay limit could per-
suade some managers to move to
other industries.

“Why would anyone who is an A
player want to come into an institu-
tion with all kinds of [pay] restric-
tions?” asks Thomas Neff, chairman
of U.S. operations at Spencer Stuart,
an executive-search firm in New
York. Espen Eckbo, a professor at
Dartmouth College’s Tuck School of
Business, says some German fi-
nance managers may gravitate to-
ward private buyout firms, where
pay won’t be limited.

At the same time, the spreading
clampdown on executive pay may in-
crease the number of finance profes-
sionals seeking work in developing
countries without banking bailouts,
where recruiters say opportunities
still abound. The market for finan-
cial jobs hasn’t been hurt as badly in
those markets as in New York and
other U.S. financial hubs.
 —Rachel Pannett and

David Gauthier-Villars
contributed to this article.
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Sweden sets bank bailout plan
FROM PAGE ONE

while competitors in other nations ac-
cepted helping hands.

“Everybody should be doing this,”
said Mr. Borg, urging other countries
to stand behind banks because the
more they did so, the more credible
Europe’s determination to stanch the
financial crisis would be.

Around Europe, signs of the cri-
sis continued. In Germany, the gov-
ernment hammered out details of a
Œ500 billion ($665.8 billion) bailout
plan approved Friday. The package,
aimed at lifting interbank lending,
earmarks Œ400 billion for guaran-
tees on securities held by German
banks. An additional Œ80 billion is
being set aside for capital injec-
tions—no more than Œ10 billion to
any one bank—and Œ20 billion for
potential losses. Banks that draw
from government funds won’t be al-
lowed to pay dividends and will
have their executives’ annual pay
capped at Œ500,000.

Ukraine’s leaders said Monday
they hoped to secure a loan from the
International Monetary Fund, while
President Viktor Yushchenko said on
national television that Ukraine will
set up its own fund to bail out banks.

Hungary’s government scrapped
an auction of 30 billion forints ($152
million) in short-term bills on Mon-
day after receiving just 10.4 billion
forints in offers, as investors contin-
ued to shun Hungarian debt, worried
by the nation’s already large foreign-
currency borrowings. Several Hun-
garian bond auctions this month
have failed amid a crisis of confi-
dence that is driving down the value
of the forint and making it still harder
to service foreign-currency debt.

Sweden has faced financial crisis
before. After a long period of low in-
terest rates and lax supervision led
to a surfeit of questionable loans,
Swedish property prices plunged in
the early 1990s and five of its seven
biggest banks sought capital injec-
tions. Sweden guaranteed its entire
banking system, insuring creditors
and depositors—but not sharehold-
ers—against losses and eventually
doled out state aid then equivalent
to 4% of the nation’s GDP.

The country’s present situation is
familiar the world over: Wary of find-
ing out that their creditors are the
next victims of the financial melt-
down, banks are unwilling to lend to
each other, especially for long peri-
ods. Amid the global crunch, Swedish

banks have had trouble getting me-
dium- or long-term financing to re-
plenish borrowings in Swedish krona,
and particular difficulty getting ac-
cess to dollars. The central bank has
been rapidly lending krona in recent
weeks. This week, as it did last week,
it plans to make $10 billion in dollar-
denominated loans.

Long-term financing has none-
theless been hard to come by. A
benchmark for the rate at which
Swedish banks lend to one another
for three months, the Stibor, peaked
at around 5.6% in early October, com-
pared with around 3.2% in January.
It has since fallen to about 5.4%, and
Swedish authorities hope Monday’s
package will bring it down further.

In addition to debt guarantees,

the Swedish plan, which the govern-
ment expects to come into force in
the next week, sets up a framework
for banks in need of help to receive
capital injections in exchange for
preferred shares and for the govern-
ment, if need be, to take over institu-
tions. The plan seeds a longer-term
“stabilization fund” that can inject
capital into wobbly banks. Earlier
this month, Sweden doubled de-
posit guarantees to 500,000 Swed-
ish kronor ($67,000).

Swedish authorities used the old
laws from its 1990s financial crisis
as a template for Monday’s plan.
“We learned then that the pillars of
any solution are, first, to restore con-
fidence in the financial sector, and
second, to recapitalize the banks, if
needed, to minimize the credit
crunch,” says Bo Lundgren, minis-
ter for fiscal and financial affairs
during the prior crisis who now man-
ages Sweden’s debt agency, which
will administer several portions of
the new bailout package. “These
two things you have to do if you
want to minimize the eventual cost
to the taxpayers.”

Officials at the finance ministry,
national debt agency and central
bank had been considering revamp-
ing Swedish laws governing state in-
tervention in troubled and failing

banks for months. But Swedish offi-
cials say they started working in-
tensely on the plan’s debt-guaran-
tee aspects some 10 days ago, after a
summit at which the leaders of the
15 countries that share the euro cur-
rency promised a series of steps to
shore up their banking systems.
Sweden doesn’t use the euro.

An implosion in the once boom-
ing economies of the tiny Baltic
states—Estonia, Latvia and Lithua-
nia—has added to investor con-
cerns over Sweden’s banks, some of
which have heavy exposure to prop-
erty loans in the Baltics.

Swedbank AB and Skandinaviska
Enskilda Banken AB, known as SEB,
have been hit especially hard as con-
cerns have risen that they could be
saddled with bad debts from mort-
gage defaults in the Baltics. A Swed-
bank spokeswoman said that as of
the company’s mid-year report—be-
fore the most recent bout of finan-
cial turmoil—the bank foresaw loan
losses of 1.2% on its Baltic portfolio,
which makes up 16% of the bank’s to-
tal portfolio. Shares in Swedbank
rose 7.7%, or 5.25 kronor, to 73.25 kro-
nor Monday, but they’re still down
more than 60% from the 52-week
high of 187 kronor on Jan. 2.

Analysts and officials argue that
Sweden’s 1990s plan made the coun-
try’s economy and banking system
more resilient. Swedish banks, for
instance, largely skirted the U.S.
subprime-related investments that
started the current turmoil, thanks
to stricter in-house management
and supervisors’ sensitivity to port-
folios that were heavy on risky bets.

“Swedish banks are in good con-
dition, still show good profits and
have ample capital buffers,” says Gö-
ran Lind, a senior adviser to Swe-
den’s central bank who helped to de-
sign the original bailout. For the
past 10 days, Mr. Lind has set up
shop in Sweden’s finance ministry,
working 15-hour days in a tempo-
rary office to help the current gov-
ernment formulate the new plan.

Banks can opt in to the guarantee
plan for a fee, but those that do will
have to accept limits on executive
pay, including a salary freeze and a
moratorium on bonuses. Spokes-
women for Swedbank, Nordea Bank
AB and SEB said it was too early to
say what the banks would do. A
spokeswoman for Svenska Handels-
banken AB declined to comment.
 —Mike Esterl, Margit Feher

and Anna Molin
contributed to this article.
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leaving the embattled
industry > Page 30

secretary-general of the Asian Cor-
porate Governance Association.

Still, he said, Citic Pacific’s reve-
lation is a bit of a surprise, given
that the company has a fairly well-
regarded management team.

Mr. Yung sought to assure inves-
tors that no fraud had been discov-
ered. He also said the company in-
tends to swallow all the losses this
year, to prevent the bad bets from
hampering earnings in 2009. De-
spite the assurances, analysts ex-
pect a decline in Citic Pacific’s
shares when trading resumes Tues-
day in Hong Kong. When trading
was suspended Monday pending
the announcement, Citic shares
were at their Friday close of
HK$14.52. They are down 67% for
the year.

Kenny Tang, an analyst at Tung
Tai Securities Co. in Hong Kong,
said, “This case shows the compa-
ny’s poor risk management, and it

may take a long time for it to regain
investors’ confidence.”

The bad bets arose in connection
with an iron-ore mine that Citic Pa-
cific owns in Western Australia, a
hot spot of deal making for Chinese
companies hungry to secure access
to natural resources that can fuel
China’s industrial economy.

According to the company, Citic
Pacific purchased equipment and
supplies in Australian dollars and
euros. To help fund that project, Mr.
Chang entered derivative contracts
that stood to profit as long as the
U.S. dollar weakened against the
Australian dollar. It seemed a smart
bet until the financial crisis pushed
down commodities prices this sum-
mer and sent foreign-exchange
rates zigzagging.

Citic Pacific, with businesses
ranging from property, infrastruc-
ture, aviation, power generation
and production of specialty steel,
said it became aware of the cur-

rency exposure Sept. 7 and began
terminating some of the contracts.
It apparently ran into more trouble
when the Australian dollar weak-
ened this month.

One of the biggest surprises of
the global financial turmoil has
been the strength of the U.S. dollar,
which is benefiting as investors
around the world shed risky assets
and unwind investments made with
borrowed cash. The Australian dol-
lar has weakened about 29% against
the U.S. currency since July, when
falling commodities prices knocked
it from its high for the year of 97.85
Australian cents per U.S. dollar.

Mr. Yung told reporters that Mr.
Chang failed to obtain approval for
certain bets on the Australian dollar
as well as on the euro and Chinese
yuan.

Citic Pacific’s state-owned par-
ent, Citic Group, has agreed to step
in with a standing loan of $1.5 billion.
Citic Group holds 29% of Citic Pacific.

Continued from first page

Authorities used
laws from Sweden’s
financial crisis in the
1990s as a template.
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U.S. Fed chief backs new stimulus package
Bernanke says plan
should help repair
frozen credit markets

By Sudeep Reddy

U.S. Federal Reserve Chairman
Ben Bernanke endorsed congres-
sional plans for another economic-
stimulus package, giving a crucial
boost to Democratic lawmakers who
are looking to inject more govern-
ment funds into the economy.

Testifying Monday before the
House Budget Committee, Mr. Ber-
nanke said fiscal stimulus from Con-
gress “seems appropriate” because
the economy likely will be weak for
several quarters, “with some risk of a
protracted slowdown.”

Democratic leaders in the House
of Representatives are considering
provisions worth $150 billion. Some
economists are urging them to con-
sider a package twice as large.

Republicans, including President
George W. Bush, have resisted the
idea. Monday, White House spokes-

woman Dana Perino said Mr. Bush is
“open to the idea” but wants to see
whether a Democratic proposal “actu-
ally would stimulate the economy.”

In January, Mr. Bernanke’s en-
dorsement of a fiscal-stimulus pack-
age put that $168 billion legislation
on a fast track to passage. That initia-
tive, which generated more than
$100 billion of direct payments to
Americans, propped up the economy
modestly in the second quarter and
offset some third-quarter weakness.

Monday, the Fed chief empha-
sized that any package should have a
near-term effect on the economy and
maximize the stimulus effect from
each dollar spent, but shouldn’t raise
the long-term budget deficit. The
economy is faltering amid the credit
crisis that has shaken global finan-
cial markets in recent weeks. Many
consumers and businesses in the U.S.
have been frozen out of credit mar-
kets, which are only now starting to
thaw.

Mr. Bernanke sought to guide Con-
gress toward fiscal-stimulus mea-
sures that repair credit markets and
“restore credit to something closer
to a more normal level.”

Crafting a package everyone can
agree on is expected to be a battle.
Democrats appear to be looking for
extended benefits to unemployed
workers, aid to state and local govern-
ments hit by the downturn, new
spending on public infrastructure
and a tax cut. Many Republicans op-
pose additional spending but would
support some kind of tax cut.

An “ideal” package not only
would boost spending and economic
activity, Mr. Bernanke said, but also
offset the severe credit tightening,
which has “the potential to extend or
deepen” the slowdown.

“If the Congress proceeds with a
fiscal package, it should consider in-
cluding measures to help improve ac-
cess to credit by consumers, home
buyers, businesses and other borrow-
ers,” he said. “Such actions might be
particularly effective at promoting
economic growth and job creation.”

Congress has a variety of tools to
address the problem, Mr. Bernanke
said. It could consider, among other
things, loan guarantees or partial
guarantees, direct lending to firms,
further support for housing through
Fannie Mae and Freddie Mac, tax

credits or other tax measures to stim-
ulate credit, and help for state and lo-
cal governments to “obtain credit at
more normal rates.”

Mr. Bernanke declined to recom-
mend a specific dollar amount for
such legislation, but said any pack-
age should be “significant.”
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U.S. Federal Reserve Chairman Ben Bernanke, testifying Monday before the
House Budget Committee, said any new stimulus should improve access to credit.
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Financial pros are split on leaving industry
Some are weighing
whether to jump ship
or broaden job search

By Sarah E. Needleman

Despite the recent collapse of
several U.S. banking institutions,
Stephen Dalli isn’t looking to leave
the financial-services sector, where
he’s spent his entire 28-year career.

“It’s the only industry I’ve
known,” says the former Morgan
Stanley trader, who was laid off in
February.

Mr. Dalli isn’t alone in his desire
to stay on Wall Street—but the
ranks are thinner than they used to
be, according to a recent survey by
reports Doostang.com, an invite-
only networking Web site geared to
finance professionals.

Some 29% of respondents said
they are considering moving out-
side of financial services. Of those,
more than half said they’d go into
business development and manage-
ment consulting. The rest men-
tioned areas such as marketing and
sales, media and entertainment,
real estate and law. Twenty-four per-
cent of respondents said they’re un-

decided about whether they’re will-
ing to broaden their searches be-
yond Wall Street.

About 47% of 338 financial-ser-
vices professionals say they are op-
posed to switching industries, ac-
cording to the survey, which was
conducted between Sept. 26 and
Oct. 1. About the same number also
say they plan on
launching job
searches within
the next three
months.

Not surpris-
ingly, online chat-
ter among Doost-
ang’s 500,000
members has
been focused
lately on job hunt-
ing, says the site’s
founder, Mareza
Larizadeh.
“They’re looking
for help,” he says, adding that most
of Doostang’s members are finance
professionals—many with years of
experience in the industry.

For those hoping to stay in fi-
nance, securing a new position, but
in a different function, may prove
difficult. Mr. Dalli says he’s pursued
sales roles only to learn from recruit-
ers that employers are concerned

he’ll want to go back into trading
once the economy improves. “It’s
very frustrating,” he says.

Then there’s the growing compe-
tition to contend with. “The sheer
number of qualified applicants out
there for any given role is very
large,” says Arthur Casavant of New
Canaan, Conn., who started job hunt-

ing about three months ago after de-
ciding to come out of early retire-
ment at age 50. He previously
worked in lending, finance and gen-
eral management in banking for 28
years and found retirement unfulfill-
ing. “I have a set of skills I would like
to redeploy, but I may shift indus-
tries because of the current market
conditions,” he says.

Those thinning job opportunities
are part of what’s driving industry
veterans to look beyond Wall Street.
“The well’s pretty dry,” says Kevin
McGovern of Pleasantville, N.Y., who
was laid offin September from achief
administrative officer post at Merrill
Lynch & Co. Since then, he’s been
searching for work in the nonprofit

andpharmaceuti-
cal sectors, in ad-
dition to finan-
cial services,
where he’s spent
that past nine
years. “My confi-
dence level is
pretty good,” he
says, adding that
he’s in talks with
several recruit-
ing firms and has
been heavily net-
working. Still,
Mr.McGovernex-

pects his search to take six to eight
months, or twice as long as during
less volatile economic times.

Patience may indeed be neces-
sary, as many employers are putting
their hiring plans on hold or cancel-
ing them all together, says Jay
Gaines, chief executive officer of
Jay Gaines & Co., a New York recruit-
ing firm that specializes in financial

services. “We expect our business to
be off for the next few months,” he
says. “Some people are too dis-
tracted and worrying about what’s
going to act on their hiring needs.”

Still, Mr. Gaines says he antici-
pates a turnaround later this year or
in early 2009. “They’ll be plenty of
need going forward,” he says, add-
ing that new employment opportu-
nities within financial services are
likely to sprout up. “I’m optimistic.”

One such growth sector may be fi-
nancial counseling. Consider that
Guardian Life Insurance Co. of Amer-
ica, based in New York, is looking to
recruit up to 20% more financial ad-
visers this year, reports Emily Viner,
vice president, agency growth and
development. The insurer currently
employs 3,000 of these profession-
als at its more than 100 offices
throughout the U.S. About one-third
of the openings will be for positions
in the New York area, she adds.

Outside of financial services, hir-
ing activity is robust for informa-
tion-technology professionals, ac-
cording to a recent report from Man-
power Inc., a global provider of re-
cruitment and outplacement ser-
vices. Software developers, systems
engineers and network administra-
tors are in high demand, the study
shows.
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J
ULIUS BAER Holding AG
created a fund that in-
vests in gold bars, meant

as a safe harbor from finan-
cial-market turmoil.

The fund, hedged against
currency fluctuations, offers
investors the option of physi-
cal delivery in gold, the Zur-
ich-based bank said. Such
funds are rare. Most other
gold-focused products either
offer company shares, or are

exchange-traded, tracking indexes.
Exchange-traded funds, managed by companies

including London-based Hinde Capital Ltd. and ETF
Securities Ltd., are gaining popularity as investors
seek safe havens. Hinde Capital manages a fund that
invests in shares and physical gold.

Julius Baer rolls out fund
specializing in gold bars

C
ADBURY PLC has
signed up as a
national sponsor

of the 2012 London
Olympics, buying the
right to use the games
as part of its market-
ing and to become the
sole supplier of all con-
fectionery and pack-

aged ice cream to be sold within the Olympic Park.
With the Cadbury deal, London 2012 organizers

have reached about two-thirds of their target of
£650 million ($1.12 billion) from domestic sponsors.

Terms of the deal weren’t disclosed, but so-
called tier-two sponsorships such as Cadbury’s are
valued at a minimum of £20 million, with tier-one
deals valued at twice that amount. Cadbury has a
long history of sport sponsorship. —Associated Press

By Jeanne Whalen

And Anita Greil

Novartis AG’s long-serving chief
executive officer, Daniel Vasella, is
giving up some duties by naming Jo-
erg Reinhardt to the new
post of chief operating of-
ficer, an appointment that
makes Mr. Reinhardt a
strong contender to eventu-
ally become CEO of the
Swiss pharmaceutical giant.

Dr. Vasella, who helped
create Novartis from a
merger of Ciba-Geigy and
Sandoz 12 years ago and has
led it ever since, has a new
contract with Novartis’s
board that extends his ten-
ure as chairman and chief executive
through early 2010. Some analysts
and investors expect Dr. Vasella, 55
years old, to relinquish the CEO role
at some point and remain chairman.
Some shareholders have pushed the
company to split the chairman and
CEO duties, as rival drug company
RocheHoldingAGdidlastyear,toim-

prove corporate governance.
“I have no plans to change any-

thing,” Dr. Vasella said in an inter-
view Monday. On a conference call
with investors following the release
of third-quarter earnings and a new

management reshuffling,
hesaidNovartis’sboardreg-
ularly considers splitting
the jobs, “and if ever the
board feels this is appropri-
ate, it will split the jobs.”

Dr. Vasella, one of the
longest serving and most
outspoken chiefs in the
drug industry, said Mr. Re-
inhardt, 52, will assume
some operational duties
on Dec. 1, freeing the chief
executive to focus on stra-

tegic aims, such as improving re-
search and development and ex-
panding in developing markets
such as China.

As the branded prescription-
drug business grows more difficult,
with tough competition from less-
expensive generic drugs, Dr. Vasella
has pushed Novartis to invest in

new areas of health care, such as ge-
nerics. But a wider management re-
shuffling disclosed Monday—the
company’s second in a year—sug-
gests that that strategy isn’t going
as smoothly as Novartis had hoped.

Dr. Vasella said the current global
financial turmoil could
cause some consumers to
cut drug spending, particu-
lar for over-the-counter
products. But he said medi-
cines are “relatively resis-
tant to recessions. I antici-
pate we will see some im-
pact,butnottothedegreeof
other industries.”

Novartis, based in
Basel, Switzerland, re-
ported that net profit fell
70% to $2.09 billion, from
$6.9 billion a year earlier, largely be-
cause last year’s quarter included
$5.29 billion of income from selling
two divisions to Nestlé SA. Exclud-
ing that gain, income rose 32%.

Revenue increased 12% $10.75 bil-
lion, helped by strong sales of car-
diovascular and cancer drugs.

Mr. Reinhardt, a media-savvy
German with a doctorate in pharma-
ceutical sciences, has long been one
of Dr. Vasella’s closest lieutenants.
When Novartis bought full control
of the vaccine maker Chiron Corp.
several years ago, Mr. Reinhardt ran

the business. Before that,
he was head of drug devel-
opment when Novartis
launched a number of new
products.

Among other manage-
ment changes laid out Mon-
day, Andreas Rummelt was
removedfromNovartis’sge-
neric-drug unit, Sandoz, fol-
lowing weak results. Novar-
tishasinvestedheavilyinge-
nerics, but Sandoz has failed
to release new products in

the U.S. this year, forcing Novartis to
lower its sales forecast for the divi-
sion. Jeff George, head of emerging
marketsinthebrandedprescription-
drug unit, will take over at Sandoz,
while Mr. Rummelt will become
group head of quality assurance and
technical operations.
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Novartis appoints operating chief in shake-up

Yahoo prepares another round of layoffs
Internet giant plans
budget cuts amid
online-ad slump

Joerg Reinhardt

Cadbury PLC to sponsor
2012 Olympics in London

By Jessica E. Vascellaro

YAHOO INC. is drafting signifi-
cant cost-cutting plans to try to
reverse its fortunes from the in-

side.
The Sunnyvale, Calif., Internet

company is expected to disclose the
cost cuts as soon as Tuesday, when it
reports quarterly earnings, say peo-
ple familiar with the matter. The cuts
will involve layoffs, among other
things, these people say.

The exact number of jobs to be
eliminated remains unclear, though it
is expected to exceed the 1,000 jobs
that Yahoo announced it was cutting
in January, say people familiar with
the matter. Precisely which jobs will
be excised isn’t likely to be announced
for at least a few weeks, say these peo-
ple, though cuts are expected to come
from across the company. Yahoo had
14,300 employees as of the end of
June.

The San Jose Mercury News and
several technology-industry Web
sites have reported that Yahoo is plan-
ning job cuts.

Some Yahoo managers have also
been asked to identify operating bud-
get cuts of around 15%, according to
people familiar with the matter. The
company’s U.S. hiring has slowed to a
trickle, and Yahoo recently let go of
two to three dozen external recruit-
ers, according to these people.

Yahoo’s moves come as the eco-
nomic crisis is spurring belt-tighten-
ing across the country. But the Inter-
net company’s pain is more acute. Ya-
hoo is scrambling to bounce back
from years of disappointing revenue
and profit growth as it has seen rivals
such as Google Inc., News Corp.’s My-
Space.com and Facebook Inc. grab
more growth in the Internet sector.

Earlierthisyear,YahoospurnedMi-
crosoft Corp.’s takeover offer of $31 a
share, or $45 billion. The move
brought in activistinvestorCarl Icahn,
whopressuredYahootosellitselftoMi-
crosoft and who has since taken a seat
onYahoo’sboard,alongwithtwoother
directors he recommended. In the

wake of the failed purchase, Yahoo’s
stock price has slid 43% in the past
three months.On Friday,Yahoo shares
closed at just $12.90. In midday trad-
ing Monday, the stock stood at $12.72.

Since Microsoft walked away from
its bid, Yahoo has shuffled its manage-
ment team and announced some new
products to try to shore up its stock
price. These have done little to im-
prove the company’s performance or
restore investor and employee confi-
dence in managers, including Yahoo
chief executive Jerry Yang, who some
shareholders blame for Yahoo’s rejec-
tion of Microsoft’s offer.

Yahoo says it has recently hired
consultants Bain & Co. to help iden-
tify potential “structural changes.”
People familiar with the matter say
that process continues and could re-
sult in suggestions beyond layoffs.
Yahoo’s new board also continues to
ponder many moves, including a
combination with Time Warner
Inc.’s AOL, say people familiar with
the discussions.

The two companies have been ex-
ploring a deal for months. People fa-
miliar with the situation say the two
sides have started to discuss a value
for AOL below the $8 billion to $10 bil-
lion that had been on the table before.
The combination would see AOL
folded into Yahoo, with Time Warner

taking a minority stake.
Last week, Microsoft CEO Steve

Ballmer raised the possibility that Ya-
hoo and Microsoft could still pursue a
search partnership during comments
at an industry conference but said
that there were no conversations be-
tween the companies about such a
deal or a full acquisition of Yahoo by
Microsoft.

Meanwhile, an Internet-search
partnership with Google designed to
help Yahoo generate hundreds of mil-
lions of dollars in additional revenue
has run into a regulatory hitch. After
many large advertisers have come out
against the deal, which they fear
could raise online ad prices, Google
has been talking to the Justice Depart-
ment about revising the agreement to
prevent regulators from thwarting it,
say people familiar with the matter.

At the same time, Yahoo is faced
with a troubled economy that is caus-
ing some advertisers to rein in spend-
ing. The cutbacks appear to be hitting
Yahoo’s business harder than some of

its competitors. Advertisers are reduc-
ing spending for display ads, the
graphical ads that make up much of
Yahoo’s revenue, faster than other seg-
ments such as search ads, Google’s
stronghold.

Marianne Wolk, an analyst with
Susquehanna Financial Group, says
given the economic climate, 10% to
15% budget cutbacks for Yahoo would
be “sensible.” But she added that such
moves would do little to address the
company’s bigger problems such as
an exodus of employees and a broader
“graphical advertising business that
appears to be in freefall.”

Investors will also be watching for
whether spending cutbacks from
some brand advertisers have grown
severe enough to cause Yahoo to cut
its annual revenue estimates. Yahoo is
forecasting revenue of between $1.78
billion to $1.98 billion for the third
quarter quarter and between $7.35 bil-
lion and $7.85 billion for the year.
 —Merissa Marr

contributed to this article.

C
ZECH MINER
New World Re-
sources NV, or

NWR, said Monday it
has agreed to buy a
25% plus one share in
Ferrexpo PLC, a Ukrai-
nian iron-ore pellet
maker, for £126.6 mil-
lion ($219 million).

NWR is buying the stake from RPG Industries SE, or
RPGI, NWR’S majority shareholder. RPGI started
building the stake in NWR earlier this month.

NWR has no immediate plans to further expand
its stake in Ferrexpo, but the two companies are in
talks to form “a strategic alliance” to explore invest-
ment opportunities in the Ukrainian coal-mining sec-
tor, NWR Chief Financial Officer Marek Jelinek said
in an interview.  — Leos Rousek
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Flattening out
The number of full-time Yahoo
employees at the end of each quarter
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Offering relief for depression

Financial pros are
split on leaving the
industry. Page 30

Microsoft’s in a
spot with Vista.
WSJ.com/BizTech

French dancer finds that life is not a cabaret
His big music hall
in Islamic Morocco
ruffles the locals

By Melinda Beck

You sit in what looks like a den-
tist’s chair and a psychiatrist places a
metal coil against your head. Rapid
magnetic pulses penetrate your scalp
and skull and produce a mild electri-
cal current in the left prefrontal cor-
tex of your brain. You feel a tickling

sensationandheara
loud tapping sound.
The treatment,
known as TMS, for
transcranial mag-

netic stimulation, lasts about 40 min-
utes and is done daily for four to six
weeks. If you’re suffering from major
depression, you could start feeling
better within a few weeks.

“We’ve seen improvement in
mood, sleep, appetite, energy level
and a restoration of hopefulness and
self-esteem,” sayspsychiatristSarah
Lisanby, chief of the brain stimula-
tion division at Columbia University.

Earlier this month, the U.S. Food
and Drug Administration approved
the first TMS system, called Neuro-
Star,madebyNeuroneticsInc.ofMal-
vern, Pa., to treat patients who
haven’trespondedtoatleastoneanti-
depressant. In the U.S. alone, roughly
5%ofadultssufferfrommajordepres-
sion in a given year, and as many as
40% of them don’t get adequate relief
from psychotherapy or drugs.

TMS is no panacea. In a clinical
trial of 325 patients at 23 sites in the
U.S., Canada and Australia, only 24%
improved on TMS, but that was twice
the response to the placebo. Side ef-
fects were mild—mostly scalp irrita-
tion and headaches—and there was
no weight gain or sexual side effects
as with some antidepressants. And
unlike electroconvulsive therapy
(ECT), which is also used to treat se-
vere depression, patients remain
awake and don’t need anaesthesia.
There’s no confusion or memory loss

as sometimes happens with ECT.
TMS is part of a new era in under-

standingandtreatingpsychiatricdis-
orders. Using high-tech imaging, sci-
entists can now see depression in the
brain and some theorize that it in-
volves an imbalance between the
thinking areas in the cortex and the
emotional areas of the limbic system.

Imagine coming upon a snake,
says psychiatrist Mark George at
the Medical University of South
Carolina: your limbic system regis-
ters it as a threat. Then your cortex
recognizes it as harmless and quiets
down the response. “That balance
disappears in depression,” says Dr.
George, who was an early pioneer of
TMS. “With TMS we can tickle the
cortex and over time restore the bal-
ance.” Talk therapy can sometimes
do that too, he notes.

But neither talk therapy—nor
medication—issufficient insomepa-
tients. “Joe” was a successful writer

until he fell into a severe depression
inthe1980s.He attemptedsuicidere-
peatedly and was hospitalized nu-
merous times.He tried a gamutof an-
tidepressants. “But they made me
sleep 18 hours a day,” he says. “The
only thing I wanted to do was die.”

Joe’s psychiatrist encouraged
him to apply to a TMS trial at the
University of Pennslyvania. “It’s the
only thing that worked and it
worked spectacularly,” Joe says.
“Within six weeks, I was officially
no longer depressed.” Now he is off
medication but he returns to Penn
for weekly treatments.

Using magnets to treat the mind
dates back to the era of Sigmund
Freud; two psychiatrists working
around the corner from him in Vi-
enna patented a magnetic device in
1903, according to Dr. George. But
the idea languished until the 1980s
when researchers at the University
of Sheffield in England began using
magneticpulses to stimulate parts of
the brain that govern physical disor-
ders. A handful of companies, includ-
ing Magstim Co. of Wales and
MagVenture A/K of Denmark, also

make TMS devices for research pur-
poses and for use with patients in
Canada, Australia and Europe.

TMS is still in its infancy. Even
proponents say patients who don’t
respond to one antidepressant
should try another drug before us-
ing TMS. For now, only a few U.S.
centers plan to offer it (see Neu-
ronetics.com for sites).

TMS has yet to be tested for
milder depression, and experts
aren’t sure how long the effects last.
Dr. George is recruiting patients for
another clinical trial, sponsored by
the National Institutes of Health,
that will study different doses and
durations of treatment.

Meanwhile, scientists are study-
ing whether TMS might be useful to
combat schizophrenia, post-trau-
matic stress disorder and migraine
headaches, and to fight depression
in adolescents who face a higher
risk of suicide on antidepressants.
Says Dr. Lisanby, “We’re standing at
the threshold of a new family of ther-
apeutic interventions.”

Email: healthjournal@wsj.com

How an untenable debt load and rising
feed costs came home to roost at world’s
largest chicken company. Pages 16-17

By Max Colchester

Marrakech, Morocco

A
FTER shutting his cabaret
in France two years ago,
Claude Thomas is bring-
ing the cancan to a new
frontier: the Islamic coun-

try of Morocco.
“In France, we have killed the pas-

sion for cabaret,” says Mr. Thomas,
citing a crackdown on indoor smok-
ing and labor laws that restrict danc-
ers. “I have come to Morocco to find
it again.”

In June, Mr. Thomas opened a
1,000-seat hall here called “Folie’s de
Marrakech,” where he’s adapting au-
thentic French cabaret for a Muslim
audience.

Belly dancing and singing are part
of Moroccan culture, and the country
is considered a moderate Is-
lamic nation. But exporting
aWestern-styleshowwhere
performers kiss on stage
andwomenlifttheirskirtsis
still a delicate affair. Islam
discourageswomenfromre-
vealing skin, and nightclubs
with female dancers some-
times raise eyebrows here.

“I think this is a big mis-
take,” saysAbderrahim Bent-
bib, director for the regional
tourism council. “I don’t
think we need this kind of spectacle.”

On a recent Saturday, Mr. Thomas
prepared to put on a show at his cus-
tom-built music hall that features a
prayer room and a license to serve al-
cohol. As he waved his hand, adorned
with a huge diamond ring, a waterfall
sprouted from above the stage.

“This,” he says, “is show business.”
Other entertainers have tried to

bring cabaret to Morocco and have
been unsuccessful. In the early
1980s, a troupe called the “Bluebell
Girls” flew from Paris to dance in a
Marrakech hotel, Mr. Bentbib says.
The show lasted six months.

The 49-year-old Mr. Thomas,
who has performed in cabaret shows
from Japan to Las Vegas, became dis-
illusioned with France in part be-
cause he thought regulations made
it difficult to run a profitable caba-
ret. Labor laws meant he had to pay
dancers for time they spent applying
their makeup. France’s 35-hour work
week discouraged performers from
arriving early for shows to warm up,
he says. In Marrakech, he pays his
dancers 5,000 dirhams a month, or
about $604, far less than he paid
them in France.

During a vacation in 2006, Mr.
Thomas was walking in the dusty cen-
tral square of Marrakech when he
saw acrobats doing flips. “I was on
the phone to people in Las Vegas try-
ing to organize a new show,” Mr.

Thomas says. “Suddenly I
looked around at the street
acrobats and I thought, ‘My
dancers are here.’ ”

Turning street dancers
into cabaret performers
was harder than he imag-
ined. Reda Lahkloufi says
he was horrified when Mr.
Thomas asked him to shave
his chest and wear tight, se-
quined shorts.

“I told Claude, ‘Look,
Muslims don’t do that,’ ” he

says, adding it isn’t masculine. Mr.
Thomas backed down and agreed to
let him wear less-revealing shorts
and keep his chest hair.

The cancan dances, a centerpiece
of cabaret, made performers particu-
larly uneasy. Male dancers raise fe-
male partners over their heads, and

the women’s thighs almost touch the
men’s faces. In France, these women
wear G-string underwear and fishnet
stockings. The Moroccan performers
insisted on wearing long, black leg-
gings with padded underwear. They
also slip on a pair of loose, green
shorts underneath their skirts so
they don’t reveal their thighs.

In one number, lead choreogra-
pher Santiago Martinez directed a
group of backup dancers to stand
with their arms crossed above their
heads. But the Moroccan dancers told
him this was unacceptable for Mus-
lims because it “reminded them of
Christ on the cross,” Mr. Martinez
says. He told the dancers to raise their
arms straight in the air and just over-
lap their hands a little.

One male dancer refused to kiss a
female dancer on the cheek. To get
him more comfortable with the con-
cept of performance, Mr. Thomas
spent hours showing him footage of
Parisian cabaret dancers and the
opening ceremony to the Beijing
Olympics. “I needed to show him it
was all an act,” he says. The dancer
ended up performing the kiss.

Fatima Fenanne, 18, felt awkward

about doing a slow dance in the arms
of a man. To teach her what to do, Mr.
Thomas grabbed the man, held him
close and looked deep into his eyes.
“It was hard,” Ms. Fenanne says. “I
had never done this before.”

Some performers’ parents told
Mr. Thomas they were concerned
their daughters would hurt the fami-
ly’s reputation by appearing on
stage, he says. Mr. Thomas invited
the parents to rehearsals to make
them more comfortable. One father
dragged his daughter from the stage,
Mr. Thomas says.

Male dancers were concerned that
performing in the cabaret threatened
their masculinity. Mr. Lahkloufi used
to work on a construction site in Casa-
blanca. After becoming a professional
dancer, he was shunned by former co-
workers who “couldn’t understand
what I was doing,” he says. “They have
no idea what classic dance is.”

Preparing to open the venue, Mr.
Thomas renamed it a “music hall” in-
stead of the lewder-sounding “caba-
ret” on the advice of local authori-
ties. He also sent a script to the re-
gional governor. When Mr. Thomas
got approval, a relative in France in-

vested Œ8 million, or about $10.8 mil-
lion, to build the hall, he says.

At the first show in June, Mr.
Thomas took the stage in a black, se-
quined jacket. He stood in front of a
giant, flaming heart and sang a
French rock song. Later, a man in a
long, red tunic rode atop a horse
and freed a young woman from a
cage. One thousand spectators
packed the hall.

“I have never seen anything like
this in Morocco,” says Jamal Aboula
El Yalp, who recently saw the show
while visiting from Casablanca. “It’s
really great.”

Attendance at the cabaret has
dipped since the show first opened.
One recent performance just after the
religious festival of Ramadan at-
tracted only a few dozen people. Has-
san Ait El Madani, a Marrakech ac-
countant, says he has nothing against
cabaret, but wouldn’t visit one him-
self. “Seeing dancers on stage is not
something I feel totally comfortable
with,” he says.

Mr. Thomas is undeterred. “The
high season is arriving,” he told his
dancers after Ramadan. “We must
show who we are.”

Performers at the ‘Folie’s de Marrakech’ music hall where Claude Thomas is adapting French cabaret for a Muslim audience.

Claude Thomas
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It took us 125 years to use
the first trillion barrels of oil.

We’ll use the next trillion in 30.

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

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

ine how well we

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

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

takeoff,millions in thedev
elopingworlda

reenjoyingthe
benefitsofa life

style

that requires inc
reasingamountsofenergy.

In fact, somesaythat in25y
ears the

worldwill consu
meabout 50%moreoil than it do

es today.At the
same time,

manyof theworld
’s oil andgas fie

lds arematuring.Andnew
energydiscover

ies

aremainly occurring i
n places where re

sources are diffi
cult to extract, physical

ly,

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

the result is more competition for the same resources.

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

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

do we

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

nations?What role will ren
ewables and alt

ernative energ
ies play?What is

thebestwaytop
rotectourenviro

nment?Howdoweaccelerate
ourconservatio

n

efforts?Whatever actions
we take, wemust look not just

to next year, bu
t to

the next 50 years.

At Chevron, we
believe that innovation

, collaboration
and conservation are

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

Corporations, g
overnments and every citizen of this planet m

ust be part of

the solution as surely as the
y are part of th

e problem. We call upon scientists

and educators, poli
ticians and policy-makers, environm

entalists, leade
rs of

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

So why should you care?

CHEVRON is a registered trademark of Chevron Intellectual Property LLC. The CHEVRON HALLMARK and HUMAN ENERGY are trademarks of Chevron Intellectual Property LLC. ©2008 Chevron Corporation. All rights reserved.
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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.

3.45% 10 World -a % % 182.32 2.98% –40.5% 5.33% 12 U.S. Select Dividend -b % % 637.54 1.49% –27.7%

3.48% 10 Stoxx Global 1800 180.10 3.18% –36.2% 178.96 2.08% –40.0% 4.66% 13 Infrastructure 1323.30 1.16% –29.1% 1695.87 1.09% –32.7%

3.77% 11 Stoxx 600 222.00 3.61% –40.9% 220.65 2.50% –44.4% 2.50% 8 Luxury 638.30 1.07% –47.3% 727.35 1.00% –50.0%

3.88% 10 Stoxx Large 200 242.80 3.85% –39.8% 240.03 2.74% –43.4% 2.29% 9 BRIC 50 257.80 3.79% –51.8% 330.42 3.71% –54.2%

3.09% 11 Stoxx Mid 200 185.20 2.42% –45.4% 183.02 1.32% –48.6% 6.50% 4 Africa 50 696.70 0.50% –34.7% 594.38 0.43% –38.0%

3.47% 10 Stoxx Small 200 115.30 2.38% –47.3% 113.91 1.28% –50.4% 7.44% 7 GCC 40 790.70 –0.12% –22.1% 667.82 –1.19% –26.7%

3.79% 10 Euro Stoxx 239.30 2.88% –42.9% 237.81 1.78% –46.3% 4.23% 9 Sustainability 735.30 3.48% –37.3% 829.83 2.83% –40.7%

3.87% 10 Euro Stoxx Large 200 258.20 3.02% –42.8% 255.04 1.92% –46.1% 2.84% 11 Islamic Market -a % % 1526.22 3.47% –36.7%

3.31% 11 Euro Stoxx Mid 200 210.90 2.11% –43.5% 208.20 1.02% –46.8% 3.15% 10 Islamic Market 100 1534.30 3.60% –28.2% 1755.21 2.94% –32.2%

3.55% 10 Euro Stoxx Small 200 129.00 2.44% –44.5% 127.25 1.34% –47.8% 6.76% 5 Islamic Turkey -c 1923.30 3.32% –34.3% % %

9.20% 7 Stoxx Select Dividend 30 1342.90 3.36% –56.4% 1529.38 2.26% –59.0% 2.75% 13 Wilshire 5000 % % 9761.07 2.59% –36.0%

6.29% 7 Euro Stoxx Select Div 30 1536.60 2.51% –53.1% 1756.68 1.41% –55.9% % DJ-AIG Commodity 143.00 1.21% –17.1% 138.23 0.13% –22.1%

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

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

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

Australia 1.4343 2.4572 1.2462 0.1916 0.0543 0.2169 0.0141 0.3828 1.9078 0.2559 1.2019 ...

 Canada 1.1934 2.0445 1.0369 0.1594 0.0452 0.1804 0.0118 0.3185 1.5873 0.2129 ... 0.8320

 Denmark 5.6046 9.6015 4.8698 0.7487 0.2123 0.8474 0.0552 1.4958 7.4547 ... 4.6963 3.9075

 Euro 0.7518 1.2880 0.6532 0.1004 0.0285 0.1137 0.0074 0.2006 ... 0.1341 0.6300 0.5242

 Israel 3.7470 6.4192 3.2557 0.5006 0.1419 0.5666 0.0369 ... 4.9839 0.6686 3.1398 2.6124

 Japan 101.5600 173.9875 88.2440 13.5679 3.8470 15.3560 ... 27.1044 135.0850 18.1208 85.1014 70.8076

 Norway 6.6137 11.3303 5.7465 0.8836 0.2505 ... 0.0651 1.7651 8.7969 1.1800 5.5419 4.6111

 Russia 26.3995 45.2263 22.9381 3.5268 ... 3.9916 0.2599 7.0455 35.1140 4.7103 22.1213 18.4057

 Sweden 7.4853 12.8234 6.5039 ... 0.2835 1.1318 0.0737 1.9977 9.9562 1.3356 6.2722 5.2188

 Switzerland 1.1509 1.9717 ... 0.1538 0.0436 0.1740 0.0113 0.3072 1.5308 0.2053 0.9644 0.8024

 U.K. 0.5837 ... 0.5072 0.0780 0.0221 0.0883 0.0057 0.1558 0.7764 0.1042 0.4891 0.4070

 U.S. ... 1.7131 0.8689 0.1336 0.0379 0.1512 0.0098 0.2669 1.3301 0.1784 0.8379 0.6972

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 418.50 15.50 3.85% 799.25 258.50
Soybeans (cents/bu.) CBOT 940.75 34.00 3.75 1,649.00 799.50
Wheat (cents/bu.) CBOT 563.50 –2.75 –0.49% 1,284.25 430.00
Live cattle (cents/lb.) CME 92.075 –0.475 –0.51 115.325 89.050
Cocoa ($/ton) ICE-US 2,085 –37 –1.74 3,273 1,845
Coffee (cents/lb.) ICE-US 114.50 –1.10 –0.95 178.90 109.35
Sugar (cents/lb.) ICE-US 11.50 –0.08 –0.69 15.85 9.89
Cotton (cents/lb.) ICE-US 49.06 –3.51 –6.68 98.45 45.66
Crude palm oil (ringgit/ton) MDEX 1,677.00 42 2.57 4,190 1,593
Cocoa (pounds/ton) LIFFE 1,268 –2 –0.16 1,706 979
Robusta coffee ($/ton) LIFFE 1,791 –3 –0.17 2,747 1,642

Copper (cents/lb.) COMEX 211.65 –6.30 –2.89 404.50 204.05
Gold ($/troy oz.) COMEX 790.00 2.30 0.29 1,048.00 437.00
Silver (cents/troy oz.) COMEX 969.00 35.50 3.80 2,155.00 601.00
Aluminum ($/ton) LME 2,163.00 –11.00 –0.51 3,340.00 2,163.00
Tin ($/ton) LME 13,250.00 –50.00 –0.38 25,450 13,250
Copper ($/ton) LME 4,825.50 185.50 4.00 8,811.00 4,640.00
Lead ($/ton) LME 1,419.00 83.00 6.21 3,740.00 1,336.00
Zinc ($/ton) LME 1,225.00 57.00 4.88 2,935.00 1,168.00
Nickel ($/ton) LME 10,450 –100 –0.95 34,050 10,450

Crude oil ($/bbl.) NYMEX 74.39 2.26 3.13 148.60 19.75
Heating oil ($/gal.) NYMEX 2.2299 0.0730 3.38 4.2935 2.0400
RBOB gasoline ($/gal.) NYMEX 1.6971 0.0475 2.88 3.5547 1.5834
Natural gas ($/mmBtu) NYMEX 7.211 –0.095 –1.30 14.546 0.117
Brent crude ($/bbl.) ICE-EU 72.03 2.43 3.49 150.12 54.51
Gas oil ($/ton) ICE-EU 692.25 10.75 1.58 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 20
Per In

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

Argentina peso-a 4.2813 0.2336 3.2188 0.3107

Brazil real 2.7802 0.3597 2.0902 0.4784

Canada dollar 1.5873 0.6300 1.1934 0.8379
1-mo. forward 1.5861 0.6305 1.1925 0.8386

3-mos. forward 1.5828 0.6318 1.1900 0.8403
6-mos. forward 1.5821 0.6321 1.1894 0.8407

Chile peso 818.34 0.001222 615.25 0.001625
Colombia peso 2981.22 0.0003354 2241.35 0.0004462

Ecuador US dollar-f 1.3301 0.7518 1 1
Mexico peso-a 17.0080 0.0588 12.7870 0.0782

Peru sol 4.0468 0.2471 3.0425 0.3287
Uruguay peso-e 29.502 0.0339 22.180 0.0451

U.S. dollar 1.3301 0.7518 1 1
Venezuela bolivar 2.8561 0.350125 2.1473 0.465701

ASIA-PACIFIC
Australia dollar 1.9078 0.5242 1.4343 0.6972
China yuan 9.0844 0.1101 6.8299 0.1464

Hong Kong dollar 10.3153 0.0969 7.7553 0.1289
India rupee 65.1350 0.0154 48.9700 0.0204

Indonesia rupiah 13055 0.0000766 9815 0.0001019
Japan yen 135.08 0.007403 101.56 0.009846

1-mo. forward 134.80 0.007418 101.35 0.009867
3-mos. forward 134.18 0.007453 100.88 0.009913

6-mos. forward 133.57 0.007487 100.42 0.009958
Malaysia ringgit-c 4.6846 0.2135 3.5220 0.2839

New Zealand dollar 2.1477 0.4656 1.6147 0.6193
Pakistan rupee 107.572 0.0093 80.875 0.0124

Philippines peso 63.712 0.0157 47.900 0.0209
Singapore dollar 1.9670 0.5084 1.4788 0.6762

South Korea won 1741.77 0.0005741 1309.50 0.0007637
Taiwan dollar 43.361 0.02306 32.600 0.03067
Thailand baht 45.616 0.02192 34.295 0.02916

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

Euro zone euro 1 1 0.7518 1.3301

1-mo. forward 1.0007 0.9993 0.7524 1.3291

3-mos. forward 1.0016 0.9984 0.7531 1.3279

6-mos. forward 1.0045 0.9955 0.7552 1.3241

Czech Rep. koruna-b 25.165 0.0397 18.920 0.0529

Denmark krone 7.4547 0.1341 5.6046 0.1784

Hungary forint 268.91 0.003719 202.17 0.004946

Norway krone 8.7969 0.1137 6.6137 0.1512

Poland zloty 3.5898 0.2786 2.6989 0.3705

Russia ruble-d 35.114 0.02848 26.400 0.03788

Slovak Rep. koruna 30.4566 0.03283 22.8980 0.04367

Sweden krona 9.9562 0.1004 7.4853 0.1336

Switzerland franc 1.5308 0.6532 1.1509 0.8689

1-mo. forward 1.5297 0.6537 1.1501 0.8695

3-mos. forward 1.5276 0.6546 1.1485 0.8707

6-mos. forward 1.5272 0.6548 1.1482 0.8709

Turkey lira 2.0211 0.4948 1.5195 0.6581

U.K. pound 0.7764 1.2880 0.5837 1.7131

1-mo. forward 0.7778 1.2857 0.5847 1.7102

3-mos. forward 0.7795 1.2828 0.5861 1.7063

6-mos. forward 0.7830 1.2771 0.5887 1.6987

MIDDLE EAST/AFRICA

Bahrain dinar 0.5015 1.9939 0.3771 2.6521

Egypt pound-a 7.4286 0.1346 5.5850 0.1791

Israel shekel 4.9839 0.2006 3.7470 0.2669

Jordan dinar 0.9427 1.0608 0.7088 1.4109

Kuwait dinar 0.3581 2.7926 0.2692 3.7144

Lebanon pound 1999.81 0.0005001 1503.50 0.0006651

Saudi Arabia riyal 5.0006 0.2000 3.7596 0.2660

South Africa rand 13.5680 0.0737 10.2008 0.0980

United Arab dirham 4.8857 0.2047 3.6732 0.2722

SDR -f 0.8746 1.1433 0.6576 1.5208
a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 11 EUROPE DJ Stoxx 600 222.01 7.74 3.61% –39.1% –40.9%

 11 DJ Stoxx 50 2368.55 102.41 4.52 –35.7% –37.3%

 10 Euro Zone DJ Euro Stoxx 239.27 6.70 2.88 –42.3% –42.9%

 9 DJ Euro Stoxx 50 2613.68 81.51 3.22 –40.6% –40.0%

 6 Austria ATX 2067.56 56.20 2.79 –54.2% –56.1%

 6 Belgium Bel-20 2109.53 94.23 4.68 –48.9% –51.8%

 8 Czech Republic PX 864.2 21.4 2.54 –52.4% –53.2%

 10 Denmark OMX Copenhagen 285.67 11.08 4.04 –36.3% –38.9%

 9 Finland OMX Helsinki 6316.14 235.95 3.88 –45.5% –47.2%

 8 France CAC-40 3448.51 118.59 3.56 –38.6% –39.1%

 10 Germany DAX 4835.01 53.68 1.12 –40.1% –38.0%

 … Hungary BUX 12681.21 –247.49 –1.91% –51.7% –54.3%

 2 Ireland ISEQ 2781.02 60.64 2.23 –59.9% –63.6%

 7 Italy S&P/MIB 22182 537 2.48 –42.5% –43.5%

 4 Netherlands AEX 269.41 17.15 6.80 –47.8% –50.2%

 5 Norway All-Shares 300.93 19.70 7.00 –47.2% –46.5%

 17 Poland WIG 28670.13 45.28 0.16 –48.5% –54.2%

 9 Portugal PSI 20 6824.99 135.76 2.03 –47.6% –45.9%

 … Russia RTSI 700.41 32.79 4.91% –69.4% –66.6%

 8 Spain IBEX 35 9944.3 289.1 2.99 –34.5% –35.1%

 15 Sweden OMX Stockholm 209.43 7.86 3.90 –40.5% –43.6%

 11 Switzerland SMI 6216.46 116.84 1.92 –26.7% –29.7%

 … Turkey ISE National 100 26763.55 893.38 3.45 –51.8% –50.4%

 8 U.K. FTSE 100 4282.67 219.66 5.41 –33.7% –33.7%

 10 ASIA-PACIFIC DJ Asia-Pacific 94.02 3.18 3.50 –40.5% –42.3%

 … Australia SPX/ASX 200 4142.3 171.5 4.32 –34.7% –37.0%

 … China CBN 600 15071.98 493.21 3.38 –63.6% –63.9%

 9 Hong Kong Hang Seng 15323.01 768.80 5.28 –44.9% –46.0%

 11 India Sensex 10223.09 247.74 2.48 –49.6% –42.0%

 … Japan Nikkei Stock Average 9005.59 311.77 3.59 –41.2% –45.2%

 … Singapore Straits Times 1939.22 60.71 3.23 –44.0% –46.3%

 11 South Korea Kospi 1207.63 26.96 2.28 –36.3% –36.6%

 11 AMERICAS DJ Americas 244.08 7.39 3.12 –35.2% –36.7%

 … Brazil Bovespa 38942.88 2543.79 6.99 –39.0% –36.2%

 11 Mexico IPC 20882.36 569.53 2.80 –29.3% –34.5%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of October 17, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

3.20% 12 ALL COUNTRY (AC) WORLD* 234.57 1.18%–41.8% –43.1%

3.20% 13 World (Developed Markets) 950.77 1.46%–40.2% –41.8%

2.90% 14 World ex-EMU 111.53 1.08%–38.4% –40.6%

3.00% 14 World ex-UK 948.25 1.07%–39.5% –41.1%

4.10% 10 EAFE 1,260.49 3.48%–44.1% –45.2%

3.20% 10 Emerging Markets (EM) 567.92 –1.49%–54.4% –52.9%

4.70% 9 EUROPE 75.08 3.96%–41.1% –43.1%

4.90% 9 EMU 144.36 3.60%–48.4% –47.5%

4.50% 10 Europe ex-UK 82.03 3.56%–41.2% –42.6%

6.30% 8 Europe Value 84.19 3.94%–44.4% –47.5%

3.10% 12 Europe Growth 65.09 3.99%–37.7% –38.7%

4.00% 10 Europe Small Cap 117.47 0.28%–45.4% –49.5%

3.00% 7 EM Europe 175.67 –6.19%–63.5% –60.0%

5.20% 8 UK 1,205.32 5.04%–37.2% –37.7%

4.40% 10 Nordic Countries 108.00 3.30%–47.6% –52.0%

2.10% 6 Russia 435.53 –6.48%–71.0% –66.1%

4.00% 12 South Africa 510.07 –2.22%–28.5% –28.6%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 251.36 –1.45%–52.5% –53.0%

2.20% 14 Japan 556.50 3.24%–40.8% –46.0%

2.80% 11 China 36.33 –4.46%–57.5% –58.9%

1.30% 14 India 387.81 –5.34%–54.6% –44.7%

2.20% 10 Korea 324.49 –3.12%–37.2% –38.8%

6.50% 10 Taiwan 191.65 –2.45%–42.6% –47.3%

2.30% 18 US BROAD MARKET 1,024.67 –0.53%–35.8% –38.2%

1.70% 36 US Small Cap 1,318.13 –1.05%–33.6% –37.1%

2.70% 11 EM LATIN AMERICA 2,156.89 3.85%–51.0% –47.9%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Ericsson profit slips 28%
on charge, but sales rise

Veolia sends new warning
Shares plummet 21%
as global slowdown
hits waste business

Halliburton reports a loss
due to debt-retirement cost

By Ruth Bender

And Leila Abboud

PARIS—French utility group Veo-
lia Environnement SA issued its sec-
ond profit warning of the year, in an-
other sign that the global economic
turmoil is taking its toll on compa-
nies far from the financial sector.

Veolia now expects 2008 operat-
ing cash flowof between Œ4.1 billion
and Œ4.2 billion ($5.5 billion and
$5.63 billion), or up about 1% from
last year, according to the company.
Veolia had forecast a 6% increase in
operating cash flow for this year.

After Veolia, which provides wa-
ter, waste, energy and transporta-
tion services for municipalities
around the world, made the an-
nouncement on Sunday night, its
stock price was battered Monday in
Paris trading, falling 21% to Œ18.43 a
share.

Veolia had appeared poised to
capitalize on big trends such as ur-
banization, climate change and in-
creasing demand for water around
the world. Its management main-
tains that the company’s business is
somewhat sheltered from big
swings in demand during an eco-
nomic slowdown, and tells inves-
tors it is a “defensive” play that will
see strong demand for its services
in the long term.

“Our business model should be
resilient to the economic situation,”
Veolia Chief Executive Officer Henri
Proglio told analysts in a conference
call on Monday.

From 2006 to early 2008, the
company’s stock price rose steadily.
But this year many investors lost

confidence in Veolia, after a profit
warning in June and other missteps.
On Monday several brokerage
houses, including Oddo & Cie,
Natixis Bleichroeder, and Raymond
James Financial Inc., cut their rat-
ings and target prices on Veolia
shares, citing concerns over the
management and a poor growth out-
look for next year. The Paris-based
company has lost more two-thirds
of its market value since January.

Few analysts expect 2009 to im-
prove much. Mr. Proglio admits that
about 60% of Veolia’s waste activi-
ties is vulnerable to a global eco-
nomic slowdown.

The immediate causes of the
profit warning were lower-than-ex-
pected revenue in the waste-treat-
ment business. Mr. Proglio said the
economic slowdown meant less
waste was generated, as companies
manufactured less, construction
projects were slowed down and con-
sumers bought less. In addition, the
price of recycled paper and metals,
which Veolia produces, fell. Veolia’s
waste business accounts for about
28% of its revenue.

In the water business, revenue

was compressed by a dry summer in
Europe, which reduced demand for
water-treatment services. Another
problem was the delay of an antici-
pated increase in rates charged for
water in several countries, the firm
said.

But Mr.Proglio said the eco-
nomic slowdown was only half of
the reason for the cut and that “dis-
appointments in recent acquisi-
tions” were reducing volumes more
than expected. Veolia has struggled
to integrate a German recycling com-
pany called Sulo because costs to
close an underperforming plant
were greater than expected. The ac-
quisition of an Italian water com-
pany, TMT, was plagued by the de-
lay in opening several waste inciner-
ation facilities.

“We are clearly disappointed
with our acquisition in Germany ...
we have a big job to do to turn it
around,” Mr. Proglio told analysts.

For 2009, Mr. Proglio confirmed
he expects positive free cash flow, af-
ter dividends and including some as-
set sales. He also said that he would
maintain the previously announced
10% dividend increase next year and
deliver on Œ180 million of cost cut-
ting.

“For 2009 our objective is to be
more selective about new invest-
ments ... and to improve profitabil-
ity of recently acquired assets,” Mr.
Proglio said, adding that Veolia
would look into its asset portfolio
and possibly “dispose [of] some, pro-
vided we get a good price.”

Mr. Proglio also said he was confi-
dent the company’s profitability
would improve in the course of the
next year.

Veolia’s warning triggered a de-
cline in the stock price of rival Suez
Environnement. Its shares fell 7.4 %
in Paris to Œ15.17 per share on Mon-
day. “Veolia’s warning shows the
way,” warned one Paris-based
trader. “Waste business is not as de-
fensive as many investors think.”

Ericsson
On the Stockholm Stock Exchange
Monday’s close: 
58.40 Swedish kronor, up 16%

52-WEEK SHARE PERFORMANCE

Source: Thomson Reuters Datastream
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By Luca di Leo

ROME—Finmeccanica SpA forged
ahead with a Œ1.22 billion ($1.64 bil-
lion) capital increase Monday, saying
it would meet its targets despite the
impact of the global financial crisis
and the economic slowdown.

TheItalianaerospace and defense
giantisproceedingwiththecapitalin-
crease to help finance the Œ3.4 billion
acquisition of U.S. defense-electron-
ics firm DRS Technologies. Finmec-
canicaChiefExecutivePierFrancesco
Guarguaglini said he expected the
deal to close within 10 days.

The Italian government Monday
said it would commit Œ250 million to-
ward the capital increase, reducing
its stake to 30.2% from 32.4%.

At a news conference, Finmeccan-
icaChiefFinancial Officer Alessandro
Pansa said the company’s solid finan-
cialstructureandtechnologicalknow-
how would allow it to meet its 2008
and 2009 targets even though the
worldeconomyisundergoingitsmost
difficult moment in almost a century.

In May, Finmeccanica forecast its
revenue would grow to between
Œ15.1 billion and Œ15.9 billion in
2009, while earnings before inter-
est, taxes and amortization, or
Ebita, would settle between Œ1.3 bil-
lion and Œ1.42 billion.

The acquisition of DRS—an-
nounced in May—has been described
by Finmeccanica management as a
key step to increasing the Italian com-

pany’s exposure to the world’s larg-
est military market, the U.S.

Mr. Guarguaglini said he expects
North America to be the company’s
mainmarketwithinfourtofiveyears.

Defense budgets in Italy and the
U.S.shouldn’t be reduced despite the
globaleconomic slowdown,analysts
say.TheyexpectFinmeccanica’scapi-
tal increase, which runs until Oct. 31,
to be successful given that the issue
price of Œ8 is well below the compa-
ny’s Monday share price of Œ11.51.

Earlier Monday, Finmeccanica an-
nounced a hi-tech aerospace partner-
ship with Mubadala Development
Co., an Abu Dhabi-based business de-
velopmentand investment company.

—Gordon Sorlini
contributed to this article.

Mattel, Hasbro margins narrow though sales grow

By Adam Ewing

STOCKHOLM—Telefon AB L.M.
Ericsson posted a 28% drop in third-
quarter net profit, hit by a restructur-
ing charge, but said sales were up 13%
and that it hadn’t seen an impact
from the financial-market meltdown.

The earnings report, four days
ahead of schedule, reassured inves-
tors. Shares in Ericsson, the world’s
largest maker of mobile-communi-
cations equipment by revenue, rose
16% to 58.40 Swedish kronor
($7.87)in Stockholm.

Net profit fell to 2.84 billion kro-
nor ($382.8 million) from 3.97 bil-
lion kronor a year earlier. The latest
results were weighed down by a re-
structuring charge of two billion
kronor, part of the company’s plan,
announced in February, to cut costs
by four billion kronor a year.

Sales rose to 49.2 billion kronor
from 43.55 billion kronor, thanks to
strong growth in Latin America,
North America and the Asia-Pacific
region. In Western Europe, sales
dropped 6%. Ericsson’s key busi-
ness, the network unit, posted a 16%
increase in sales to 33 billion kronor.

“Operators are generally finan-
cially sound, networks are loaded
and traffic shows strong growth,”
said Chief Executive Carl-Henric
Svanberg. But he cautioned that it is
“hard to predict how operators will
act and to what extent consumer
telecom spending will be affected”
by the economic turmoil.

Ericsson wasn’t hurt by the eco-
nomic slowdown in the third quar-
ter, Mr. Svanberg said, adding that
cost-cutting measures started ear-
lier this year are on track. Given mar-
ket conditions, the company will
continue to adjust costs in the
fourth quarter, although at a
slightly slower pace, he said.

The CEO warned, however, that

the resilient third-quarter results
should be taken with a grain of salt,
as the company had experienced an
exceptionally weak second quarter.

And despite growing use of third-
generation, or 3G, phones and mo-
bile broadband Internet, both of
which use more network capacity
than voice traffic alone, Ericsson
said it predicts a “flattish” wireless-
equipment market next year.

Last October, Ericsson had is-
sued a profit warning, blaming a
poor business mix that favored low-
margin projects in emerging mar-
kets. On Monday, it said that outside
Western Europe, which remains
tough, the product mix has im-
proved since last year.

Sony Ericsson, the company’s
handset joint venture with Japan’s
Sony Corp., Friday swung to a nar-
rower-than-expected third-quarter
net loss, helped by cost cutting. But
the company cited continuing price
pressure and moderating demand,
particularly in mature markets.

Ericsson had been scheduled to
release third-quarter earnings this
coming Friday.

A WSJ NEWS ROUNDUP

Halliburton Co. swung to a third-
quarter loss on debt-retirement
costs, but its revenue rose sharply
and the oil-services company
played down the lasting impact of
lower energy prices.

Halliburton Chief Executive
Dave Lesar, in a prepared state-
ment, acknowledged that a world-
wide recession would have “nega-
tive short-term implications for de-
mand.” However, he said current
prices continue to support most
projects, and that increasing deple-
tion rates in the world’s oil fields
should drive long-term demand for
his company’s services.

Halliburton and its competitors
provide a wide range of services,
ranging from seismic exploration to
techniques for boosting production
at existing oil and gas wells. Their
share prices have slumped badly on
fears that energy producers might
hesitate before committing to large
new projects or, at the very least,
push for lower prices from service
firms.

Natural gas producers in the U.S.
and Canada are already cutting bud-
gets, but Mr. Lesar said he expected
Halliburton to weather the down-
turn relatively well because of its
level of expertise. Cuts are likely to

come in conventional fields, rather
than newer, technically sophisti-
cated wells that extract gas from
more challenging rock formations,
he said.

Internationally, the company is
projecting growth for its business in
2009, “perhaps albeit at a slower
rate than 2008,” Mr. Lesar said in a
conference call with analysts.

Halliburton, which is based in
Houston, reported a third-quarter
loss of $21 million, or two cents a
share, compared with net income of
$727 million, or 79 cents a share, a
year earlier. Excluding $693 million
in debt-retirement costs and other
items, earnings rose to 76 cents a
share from 64 cents a share.

Revenue climbed 24% to $4.85
billion amid increased international
activity and stronger U.S. demand.

Analysts polled by Thomson
Reuters on average were expecting
earnings of 73 cents a share on
$4.64 billion in revenue.

Profit at Halliburton’s comple-
tion-and-production arm increased
11% amid strong international gains,
while revenue climbed 21%. The
drilling-and-evaluation division
posted a 27% earnings increase as
revenue rose 26%. Both segments
were slightly hurt by the impact
from Gulf of Mexico hurricanes.

Finmeccanica to increase capital

CORPORATE NEWS

Veolia Environnement
On Euronext Paris
Monday’s close: Œ18.43, down 21%

DAILY SHARE PRICE

Source: Thomson Reuters Datastream

0

20

40

60

Œ80

’08’072006

A WSJ NEWS ROUNDUP

Toy makers Mattel Inc. and Has-
bro Inc. reported solid third-quarter
sales gains but narrower profit mar-
gins as they head into the holiday
shopping season.

Mattel, the largest U.S. toy maker
by sales, on Monday posted second-
quarter net income of $238.1 million,
or 66 cents a share, up slightly from
$236.8 million, or 61 cents a share, a
year earlier, when it had more shares

outstanding. Revenue increased
5.9% to $1.95 billion, helped by favor-
able foreign-exchange rates. Ana-
lysts polled by Thomson Reuters
forecast earnings of 71 cents a share
on revenue of $1.96 billion. Gross
margin fell to 46.2% from 47%.

The El Segundo, Calif., company’s
international sales increased 7%,
while sales in North America rose
4%. Sales of Barbie, Mattel’s flagship
franchise, fell 1%, following a 6%

drop in the prior quarter.
Hasbro, the second-largest U.S.

toy maker, reported net income of
$138.2 million, or 89 cents a share,
down from $161.6 million, or 95
cents a share. The year-earlier pe-
riod included a tax-related gain of 17
cents a share. Revenue rose 6.5% to
$1.3 billion. Analysts forecast earn-
ings of 86 cents a share and revenue
of $1.27 billion. Gross margin
dropped to 55.9% from 57.4%.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 32.10 $26.99 1.70 6.72%
Alcoa AA 23.00 12.41 0.61 5.17%
AmExpress AXP 15.80 24.35 1.02 4.37%
BankAm BAC 77.10 24.40 1.16 4.99%
Boeing BA 7.40 46.71 2.16 4.85%
Caterpillar CAT 13.00 40.90 1.58 4.02%
Chevron CVX 16.80 69.61 7.26 11.64%
Citigroup C 103.90 15.09 0.21 1.41%
CocaCola KO 12.40 46.46 2.26 5.11%
Disney DIS 13.30 26.55 1.80 7.27%
DuPont DD 7.10 36.17 2.40 7.11%
ExxonMobil XOM 41.80 74.99 6.95 10.21%
GenElec GE 89.70 20.14 0.51 2.60%
GenMotor GM 15.40 6.53 0.10 1.56%
HewlettPk HPQ 20.30 41.01 1.30 3.27%
HomeDpt HD 17.70 20.78 0.57 2.82%
Intel INTC 69.50 16.04 0.54 3.48%
IBM IBM 8.90 92.51 1.73 1.91%
JPMorgChas JPM 41.90 40.66 1.33 3.38%
JohnsJohns JNJ 16.50 64.44 1.79 2.86%
KftFoods KFT 13.70 29.59 0.97 3.39%
McDonalds MCD 8.40 56.84 3.04 5.65%
Merck MRK 25.80 31.00 2.50 8.77%
Microsoft MSFT 88.50 24.72 0.79 3.30%
Pfizer PFE 50.40 17.34 0.43 2.54%
ProctGamb PG 15.40 63.91 2.17 3.51%
3M MMM 6.20 57.51 1.02 1.81%
UnitedTech UTX 10.00 52.23 1.52 3.00%
Verizon VZ 14.40 28.99 1.80 6.62%
WalMart WMT 26.50 54.43 0.66 1.23%

Dow Jones Industrial AverageP/E: nil
LAST: 9265.43 s 413.21, or 4.67%

YEAR TO DATE: t 3,999.39, or 30.2%

OVER 52 WEEKS t 4,301.54, or 31.7%

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

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

Deutsche Bank $455 20.2% 12% 26% 59% 3%

Goldman Sachs 131 5.8% 20% 13% 67% …%

UBS 122 5.4% 2% 20% 76% 2%

Morgan Stanley 121 5.4% 20% 24% 56% …%

JPMorgan 110 4.9% 12% 25% 48% 15%

Merrill Lynch 93 4.1% 11% 48% 41% …%

Credit Suisse 92 4.1% 28% 38% 25% 9%

Citi 91 4.0% 21% 57% 17% 6%

UniCredit Group 90 4.0% 5% 45% 15% 35%

Source: Dealogic

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

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

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

ACE  124 –9 –18 46 HeidelbergCement 778 51 32 389

Vodafone Gp  176 –2 6 70 Corus Group  616 52 188 358

Wolters Kluwer  77 –1 –8 –1 Alcatel Lucent 1032 53 69 453

EXPERIAN Fin  88 –1 3 18 Porsche Automobil Hldg  447 53 74 254

Eneco Hldg  70 –1 2 18 DSG Intl  537 55 59 114

Aviva  149 ... –18 17 FCE Bk  1914 56 –19 1020

Bertelsmann  121 ... –2 16 TUI AG 840 61 126 276

Raiffeisen Zentralbank Oesterreich 172 ... –17 32 FIAT  706 97 134 460

Legal & Gen Gp 208 ... 21 83 M real  1658 107 240 397

SES 132 1 –1 25 Stena Aktiebolag 682 206 248 319

Source: Markit Group

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

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

ING Groep Netherlands Life Insurance $26.2 9.48 29.24% –69.5% –60.1%

Royal Bk of Scot U.K. Banks 24.0 0.85 23.18 –79.9 –80.6

L.M. Ericsson Tel B Sweden Telecom Equipment 23.3 58.40 16.33 –36.9 –55.3

Rio Tinto U.K. General Mining 46.4 25.45 13.11 –37.2 19.9

Gaz de France France Multiutilities 96.3 33.03 12.39 –15.3 32.1

Soc. Generale France Banks $34.5 43.93 –3.02% –58.8 –48.9

Unicredito Italiano Italy Banks 40.2 2.27 –2.69 –60.9 –51.1

BNP Paribas France Banks 66.6 54.90 –1.86 –26.3 –11.3

UBS Switzerland Banks 45.8 18.00 –0.88 –68.2 –62.2

Tesco U.K. Food Retailers & Whlslrs 45.4 3.37 –0.44 –27.4 12.9

...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

BP 168.8 4.77 10.42% –21.2% –22.7%
U.K. (Integrated Oil & Gas)
Royal Dutch Shell 93.5 19.82 10.08 –32.0 –19.7
U.K. (Integrated Oil & Gas)
E.ON 84.0 31.53 9.86 –27.8 30.2
Germany (Multiutilities)
BHP Billiton 37.3 9.75 8.82 –44.8 20.7
U.K. (General Mining)
Siemens 59.2 48.68 7.70 –45.8 –20.7
Germany (Electronic Equipment)
Barclays 33.0 2.37 7.13 –58.1 –55.6
U.K. (Banks)
Total 123.2 39.03 7.11 –29.1 –23.4
France (Integrated Oil & Gas)
Diageo 43.3 9.02 6.56 –18.1 9.3
U.K. (Distillers & Vintners)
Unilever 44.8 19.64 5.91 –12.1 1.3
Netherlands (Food Products)
Bayer 42.5 41.80 5.82 –28.1 43.0
Germany (Specialty Chemicals)
ABB 35.9 17.82 5.76 –42.6 100.0
Switzerland (Industrial Machinery)
Iberdrola 41.4 6.23 5.59 –42.9 11.0
Spain (Conventional Electricity)
HSBC Hldgs 173.0 8.40 5.43 –9.0 –4.8
U.K. (Banks)
Nokia 66.5 13.14 5.12 –49.7 –2.2
Finland (Telecom Equipment)
Anglo Amer 31.3 13.60 5.02 –55.4 –14.8
U.K. (General Mining)
Sanofi-Aventis 81.4 46.50 4.62 –21.1 –31.7
France (Pharmaceuticals)
Koninklijke Philips 20.2 14.52 4.12 –49.3 –33.0
Netherlands (Consumer Electronics)
Deutsche Telekom 68.9 11.87 4.08 –10.4 –20.6
Germany (Mobile Telecom)
Deutsche Bk 23.9 33.90 3.96 –61.5 –55.4
Germany (Banks)
Telefonica 99.6 15.90 3.65 –29.3 17.2
Spain (Fixed Line Telecom)

AXA S.A. 46.7 17.00 3.47% –43.0% –25.3%
France (Full Line Insurance)
ENI 88.2 16.55 3.44 –33.4 –23.9
Italy (Integrated Oil & Gas)
Assicurazioni Genli 40.9 21.80 3.37 –28.6 –5.1
Italy (Full Line Insurance)
SAP 45.9 27.65 3.35 –26.8 –24.0
Germany (Software)
Banco Bilbao Vizcaya 51.2 10.27 3.32 –39.2 –28.5
Spain (Banks)
British Amer Tob 59.5 17.14 3.25 –4.0 43.9
U.K. (Tobacco)
DaimlerChrysler 34.0 26.53 3.19 –63.1 –35.1
Germany (Automobiles)
Nestle 150.7 45.30 3.14 –11.8 18.4
Switzerland (Food Products)
Credit Suisse Grp 49.2 49.90 2.89 –35.2 –9.1
Switzerland (Banks)
Roche Hldg Pt. Ct. 110.0 180.30 2.74 –11.0 –3.0
Switzerland (Pharmaceuticals)
France Telecom 73.0 21.00 2.36 –12.2 –8.1
France (Fixed Line Telecom)
Banca Intesa 48.4 3.07 1.91 –42.4 –19.8
Italy (Banks)
Banco Santander 78.7 9.45 1.83 –32.5 –13.1
Spain (Banks)
Allianz SE 44.1 73.19 1.32 –52.7 –36.5
Germany (Full Line Insurance)
Astrazeneca 58.8 23.62 1.24 –3.1 –9.6
U.K. (Pharmaceuticals)
Vodafone Grp 117.2 1.18 1.16 –34.6 –17.9
U.K. (Mobile Telecom)
BASF 31.2 24.79 1.10 –48.1 –17.7
Germany (Commodity Chemicals)
GlaxoSmithKline 112.4 11.48 0.31 –7.4 –19.6
U.K. (Pharmaceuticals)
Novartis 136.3 59.35 –0.25 –3.0 –13.7
Switzerland (Pharmaceuticals)
Arcelor Mittal 42.7 22.15 –0.32 –58.2 ...
Luxembourg (Iron & Steel)

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 -7.60% -27.73% -32.2% -37.1% -37.4%
Merger Arbitrage 4.54% -3.68% -9.8% -9.3% -10.6%
Event Driven 0.98% -12.75% -16.6% -18.3% -19.1%
Distressed Securities -1.57% -12.24% -17.4% -23.6% -25.9%
Equity Market Neutral 0.17% -0.14% -4.3% -3.7% -2.6%
Equity Long/Short 0.62% -6.47% -12.6% -13.3% -11.8%

*Estimates as of 10/17/08, 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 1.42 99.01% 0.01% 1.46 1.18 1.29

Eur. High Volatility: 10/1 3.03 96.53 0.02 3.10 2.16 2.59

Europe Crossover: 10/1 7.60 92.97 0.06 7.65 5.74 6.55

Asia ex-Japan IG: 10/1 3.10 95.36 0.02 3.35 1.99 2.72

Japan: 10/1 2.03 97.53 0.02 2.26 1.58 1.89

 Note: Data as of October 17

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

In percentage points

6.00

4.50

3.00

1.50

0

t

Europe High Volume

t

Europe Crossover

2008
May June July Aug. Sept.

Index roll

Source: Markit Group

BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Asian marketing budgets pinched
Ad spending to drop
in region once seen
as resistant to slump

By Geoffrey A. Fowler

HONG KONG—Global economic
woes may soon hit the marketing
business in Asia, a region once
thought to be relatively immune
from an advertising downturn.

Over the past decade, ad agen-
cies have invested in China, India,

South Korea and
other Asian-Pacific
markets, as a coun-

terbalance to slowing ad-spending
growth in the U.S. and Europe. In
the first half of this year, according
to Nielsen Co., advertising spend-
ing in China grew 17% from a year
earlier.

But a new survey of marketers
across Asia has found that the ma-
jority expect their ad budgets to
shrink next year, with a quarter ex-
pecting a decline of more than 20%
from this year. The survey, con-

ducted by Beijing-based consulting
firm R3, included 50 senior market-
ing managers responsible for a to-
tal of more than $3 billion a year in
ad spending.

“The events of the last two
weeks have hit marketers hard,”
said R3 principal Greg Paull. “There
will be significant reductions in the
coming year, even in typical growth
markets, such as China and Tai-
wan.”

Big Australian retailer Harvey
Norman Holdings Ltd., which also
has a presence in Malaysia, Sin-
gapore and other countries, says it
is considering cutting its marketing
budget by 20%.

Financial-services companies in
Asia are already shelving plans for
branding campaigns, say media buy-
ers. And, after years of increases,
the global ad budget for South Ko-

rea’s Samsung Electronics won’t
grow next year.

Much of the pessimism in Asia
has developed in the past two
weeks. When R3 first conducted its
research in September, only 15% of
the respondents said they expected
tighter marketing budgets next
year. But when the firm called the
same executives back Oct. 9 and 10,
the proportion of marketers saying
their budgets were being cut had
ballooned to 55%.

In a separate analysis, Publicis
Groupe media-buying firm ZenithO-
ptimedia predicted Oct. 7 that ad
spending growth in Asia, including
Japan, would slow to 5.2% next
year, down from 6.6% this year. Ze-
nith predicts the U.S. ad market will
grow just 0.7% next year.

Media-buying companies say
many of their Asian clients are tak-

ing a “wait and see” approach and
that multinationals facing pressure
from headquarters will be the first
to slash marketing budgets in Asia.
Local brands may cut their spend-
ing later, once local economies
start to feel the economic pinch di-
rectly.

The money will go to digital ads,
direct marketing and efforts such
as in-store promotions, says Ashu-
tosh Srivastava, chief executive of
WPP Group’s Mindshare Asia. “In a
downturn when your ad dollars get
restricted, you move them into ar-
eas that are more direct and mea-
surable.”

But where some marketers see
trouble, others see opportunity. “In
recession times, it is quite good to
continue to advertise, because it is
an opportunity to take market
share,” says Patrick Stahle, chief ex-

ecutive of Aegis Group’s Aegis Me-
dia Asia-Pacific. He thinks smaller,
fast-moving consumer-goods com-
panies as well as luxury-goods mak-
ers are most likely to boost spend-
ing.

In making ad-buying choices,
marketers must balance shorter-
term budget concerns with longer-
term opportunity in Asia. “A bigger
dynamic than what is happening in
the global financial markets is the
emergence of the middle classes in
those bigger Asian markets,” says
Bruce Haines, the global chief oper-
ating officer at South Korea’s Cheil
Communications Inc., the agency
of record for Samsung. “With that
growth potential, we certainly still
want to be a part of those markets,”
he says.

While multinational agencies in
Asia have been spared many of the

layoffs now spreading across the in-
dustry elsewhere, growth through
aggressive acquisition of local
firms is likely to slow.

“We continue to grow with cau-
tion,” says Aegis’s Mr. Stahle, who
expects to hire 100 employees in
the region before year end.

ADVERTISING

Career Journal

Financial-services
companies in Asia
already are shelving
branding campaigns.
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Cashing out?
Financial pros split on
leaving the embattled
industry > Page 30

Source: R3 (Beijing-based marketing consultancy)

Tough going
Fifty marketing managers across
Asia were asked how their 2009
marketing budgets compare to 2008.
The results:
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KBL Key Far East AS EQ LUX 10/16 USD 937.76 –50.9 –54.5 –15.7
KBL Key Major Em Mkts GL EQ LUX 10/16 USD 364.02 –60.8 –60.0 –17.8
KBL Key NaturalRes EUR OT EQ LUX 10/16 EUR 344.89 –44.5 –45.9 NS
KBL Key NaturalRes USD OT EQ LUX 10/16 USD 351.52 –49.1 –48.8 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 10/17 USD 53.64 –66.3 –68.0 –32.7
LG India EA EQ MUS 10/16 USD 35.58 –61.9 –56.8 –15.8
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 10/17 EUR 33.17 –54.6 –62.3 –24.5
MP-TURKEY.SI OT OT SVN 10/17 EUR 20.72 –59.4 –61.8 –28.5

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 10/17 EUR 3.58 –60.1 –61.8 NS
Parex Eastern Europ Bd EU BD LVA 10/17 USD 11.36 –16.9 –16.2 –5.3
Parex Russian Eq EE EQ LVA 10/17 USD 11.02 –65.3 –61.7 –25.0
Parex Ukrainian Eq EU EQ LVA 10/17 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 10/20 USD 114.33 –51.6 –56.5 –13.4
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/20 USD 109.92 –52.0 –56.9 –14.1
PF (LUX)-Biotech-Pca OT EQ LUX 10/17 USD 286.31 –13.9 –19.6 2.1
PF (LUX)-CHF Liq-Pca CH MM LUX 10/17 CHF 123.78 1.5 1.9 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/17 CHF 95.55 1.5 1.9 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/17 EUR 125.63 –43.5 –46.5 –20.8
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/17 USD 78.39 –42.7 –41.9 –11.8
PF (LUX)-East Eu-Pca EU EQ LUX 10/17 EUR 166.56 –67.6 –66.2 –33.8
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/20 USD 95.71 –58.6 –59.7 –19.2
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/20 USD 316.21 –56.9 –57.8 –19.1
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/17 EUR 82.89 –39.3 –42.6 –19.4
PF (LUX)-EUR Bds-Pca EU BD LUX 10/17 EUR 365.58 1.2 1.0 –0.5
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/17 EUR 287.09 1.2 1.0 –0.5
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/17 EUR 121.91 –7.0 –7.7 –4.2
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/17 EUR 88.87 –7.0 –7.7 –4.2
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/17 EUR 102.66 –28.3 –31.1 –16.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/17 EUR 66.40 –28.3 –31.1 –16.0
PF (LUX)-EUR Liq-Pca EU MM LUX 10/17 EUR 133.77 3.0 3.7 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/17 EUR 99.92 3.0 3.7 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/17 EUR 331.21 –45.7 –49.6 –23.7
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/17 EUR 109.95 –40.3 –45.1 –23.0
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/17 USD 170.01 –15.3 –13.9 –3.7
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/17 USD 121.22 –15.3 –13.9 –3.7
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/17 USD 13.51 –44.4 –46.2 –20.9
PF (LUX)-Gr China-Pca AS EQ LUX 10/20 USD 219.31 –48.7 –53.8 –4.5
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/20 USD 207.78 –60.8 –52.7 –14.5
PF (LUX)-Jap Index-Pca JP EQ LUX 10/20 JPY 8868.06 –37.6 –42.1 –24.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/20 JPY 8172.05 –39.0 –46.1 –28.1
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/20 JPY 7986.81 –39.3 –46.4 –28.5
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/20 JPY 4275.02 –38.0 –44.0 –28.3
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/20 USD 173.08 –45.8 –48.5 –11.0
PF (LUX)-Piclife-Pca CH BA LUX 10/17 CHF 703.86 –17.2 –20.2 –8.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/17 EUR 49.06 –36.2 –42.2 –19.6
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/17 USD 28.73 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/17 USD 71.47 –36.0 –41.5 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/17 EUR 355.57 –42.4 –48.8 –20.2
PF (LUX)-US Eq-Ica US EQ LUX 10/17 USD 84.93 –34.0 –36.3 –13.7
PF (LUX)-USA Index-Pca US EQ LUX 10/17 USD 75.16 –35.2 –38.1 –15.9
PF (LUX)-USD Bds-Pca US BD LUX 10/17 USD 484.68 2.7 5.7 5.0
PF (LUX)-USD Bds-Pdi US BD LUX 10/17 USD 366.19 2.7 5.7 5.0
PF (LUX)-USD Liq-Pca US MM LUX 10/17 USD 129.69 2.1 2.9 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/17 USD 87.43 2.1 2.9 3.8

PF (LUX)-Water-Pca GL EQ LUX 10/17 EUR 109.76 –29.7 –31.3 –13.1
PF (LUX)-WldGovBds-Pca GL BD LUX 10/17 USD 148.77 1.1 5.0 5.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/17 USD 125.90 1.1 5.0 5.8
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/17 USD 59.68 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 10/17 USD 8.47 –41.5 –44.8 –19.7
Japan Fund USD JP EQ IRL 10/20 USD 11.99 –28.8 –32.5 –18.4

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 10/15 USD 70.90 NS –45.7 –9.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/17 EUR 588.50 –40.2 –43.7 NS
Core Eurozone Eq B EU EQ IRL 10/17 EUR 680.13 NS NS NS
Euro Fixed Income A EU BD IRL 10/17 EUR 1137.88 –8.9 –9.8 –5.8
Euro Fixed Income B EU BD IRL 10/17 EUR 1206.01 –8.5 –9.3 –5.3
Euro Small Cap A EU EQ IRL 10/17 EUR 967.64 –45.1 –51.7 –26.8
Euro Small Cap B EU EQ IRL 10/17 EUR 1029.07 –44.8 –51.4 –26.4
Eurozone Agg Eq A EU EQ IRL 10/17 EUR 526.25 –45.0 –48.5 NS
Eurozone Agg Eq B EU EQ IRL 10/17 EUR 750.90 –44.8 –48.2 –22.6
Glbl Bd (EuroHdg) A GL BD IRL 10/17 EUR 1197.95 –7.4 –7.0 –3.3
Glbl Bd (EuroHdg) B GL BD IRL 10/17 EUR 1262.41 –6.8 –6.4 –2.7
Glbl Bd A EU BD IRL 10/17 EUR 990.40 –1.8 –3.1 –4.4
Glbl Bd B EU BD IRL 10/17 EUR 1046.91 –1.3 –2.5 –3.8
Glbl Real Estate A OT EQ IRL 10/17 USD 753.28 –40.7 –46.6 –23.0
Glbl Real Estate B OT EQ IRL 10/17 USD 771.00 –40.5 –46.3 –22.5
Glbl Real Estate EH-A OT EQ IRL 10/17 EUR 720.49 –38.6 –45.0 –24.1
Glbl Real Estate SH-B OT EQ IRL 10/17 GBP 68.29 –37.8 –44.0 –22.6
Glbl Strategic Yield A EU BD IRL 10/17 EUR 1190.23 –20.4 –21.6 –9.2
Glbl Strategic Yield B EU BD IRL 10/17 EUR 1264.49 –20.0 –21.1 –8.7
Japan Equity A JP EQ IRL 10/17 JPY 10761.00 –42.1 –47.9 –27.6
Japan Equity B JP EQ IRL 10/17 JPY 11388.00 –41.8 –47.6 –27.2
Multi St Cash Plus EH-A GL EQ IRL 10/17 EUR 980.59 –3.1 –3.2 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/17 USD 1312.10 –50.4 –52.8 –15.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/17 USD 1389.97 –50.2 –52.5 –14.9
Pan European Eq A EU EQ IRL 10/17 EUR 766.59 –43.6 –47.2 –23.3
Pan European Eq B EU EQ IRL 10/17 EUR 811.79 –43.4 –46.9 –22.9
US Equity A US EQ IRL 10/17 USD 712.36 –38.6 –40.9 –16.2
US Equity B US EQ IRL 10/17 USD 757.24 –38.3 –40.5 –15.7
US Small Cap A US EQ IRL 10/17 USD 1063.96 –38.1 –42.3 –18.1
US Small Cap B US EQ IRL 10/17 USD 1131.67 –37.8 –41.9 –17.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/20 SEK 64.45 –44.7 –48.7 –25.5
Choice Japan Fd JP EQ LUX 10/20 JPY 48.59 –38.5 –43.6 –27.1
Choice Jpn Chance/Risk JP EQ LUX 10/20 JPY 49.45 –44.7 –49.3 –27.6
Choice NthAmChance/Risk US EQ LUX 10/20 USD 3.19 –39.0 –39.7 –17.4
Europe 2 Fd EU EQ LUX 10/20 EUR 0.79 –45.6 –48.6 –24.0
Europe 3 Fd EU EQ LUX 10/20 GBP 2.70 –42.6 –42.6 –17.9
Global Chance/Risk Fd GL EQ LUX 10/17 EUR 0.50 –36.7 –41.9 –21.4
Global Fd GL EQ LUX 10/20 USD 1.77 –40.0 –42.4 –17.4
Intl Mixed Fd -C- NO BA LUX 10/20 USD 22.97 –31.0 –32.4 –11.4
Intl Mixed Fd -D- NO BA LUX 10/20 USD 16.21 –31.0 –32.4 –10.2
Wireless Fd OT EQ LUX 10/20 EUR 0.11 –40.2 –44.0 –15.8

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/20 USD 4.53 –50.2 –53.3 –15.6
Currency Alpha EUR -IC- OT OT LUX 10/20 EUR 11.02 7.9 6.1 NS
Currency Alpha EUR -RC- OT OT LUX 10/20 EUR 10.98 7.6 5.7 NS
Currency Alpha SEK -ID- OT OT LUX 10/20 SEK 106.88 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/20 SEK 108.70 NS NS NS
Generation Fd 80 OT OT LUX 10/20 SEK 6.56 –30.6 –33.5 NS
Nordic Focus EUR NO EQ LUX 10/20 EUR 58.59 –40.8 NS NS
Nordic Focus NOK NO EQ LUX 10/20 NOK 64.05 NS NS NS
Nordic Focus SEK NO EQ LUX 10/20 SEK 61.75 –38.0 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/20 USD 0.81 –50.2 –53.3 –14.1
Choice North America Eq. Fd US EQ LUX 10/20 USD 1.52 –37.4 –38.4 –17.5
Ethical Global Fd GL EQ LUX 10/20 USD 0.66 –39.7 –42.6 –18.2
Ethical Sweden Fd NO EQ LUX 10/20 SEK 28.82 –35.3 –39.9 –17.6
Europe Fd EU EQ LUX 10/20 USD 1.76 –50.4 –51.7 –14.7
Global Equity Fd GL EQ LUX 10/20 USD 1.13 –40.1 –42.7 –16.7
Index Linked Bd Fd SEK OT BD LUX 10/20 SEK 12.67 1.4 4.1 2.6
Medical Fd OT EQ LUX 10/20 USD 2.93 –23.9 –23.0 –9.9
Short Medium Bd Fd SEK NO MM LUX 10/20 SEK 9.07 2.2 2.8 2.8
Technology Fd OT EQ LUX 10/20 USD 1.76 –38.1 –39.7 –13.8
World Fd GL EQ LUX 10/20 USD 1.73 –35.4 –37.8 –9.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/20 EUR 1.26 1.3 1.5 2.2
Short Bond Fd SEK NO MM LUX 10/20 SEK 21.34 1.7 2.4 2.5
Short Bond Fd USD US MM LUX 10/20 USD 2.49 1.4 2.3 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/20 SEK 9.95 –2.6 –2.1 –0.4
Alpha Bond Fd SEK -B- NO BD LUX 10/20 SEK 8.93 –2.6 –2.1 –0.4
Alpha Bond Fd SEK -C- NO BD LUX 10/20 SEK 24.93 –2.7 –2.2 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 10/20 SEK 8.30 –2.7 –2.2 –0.5
Alpha Short Bd SEK -A- NO MM LUX 10/20 SEK 10.72 2.1 2.7 2.8
Alpha Short Bd SEK -B- NO MM LUX 10/20 SEK 10.06 2.1 2.7 2.8
Alpha Short Bd SEK -C- NO MM LUX 10/20 SEK 20.99 2.0 2.6 2.7
Alpha Short Bd SEK -D- NO MM LUX 10/20 SEK 8.72 2.0 2.6 2.7
Bond Fd EUR -C- EU BD LUX 10/20 EUR 1.25 3.1 3.3 1.6
Bond Fd EUR -D- EU BD LUX 10/20 EUR 0.50 3.1 3.3 1.6
Bond Fd SEK -C- NO BD LUX 10/20 SEK 39.37 4.2 4.8 2.9
Bond Fd SEK -D- NO BD LUX 10/20 SEK 11.81 3.0 3.6 2.3
Corp. Bond Fd EUR -C- EU BD LUX 10/20 EUR 1.07 –9.2 –10.4 –5.1
Corp. Bond Fd EUR -D- EU BD LUX 10/17 EUR 0.84 –8.7 –9.7 –5.2
Corp. Bond Fd SEK -C- NO BD LUX 10/20 SEK 10.59 –12.3 –13.0 –6.1
Corp. Bond Fd SEK -D- NO BD LUX 10/20 SEK 8.31 –12.1 –12.8 –6.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/20 EUR 95.91 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/20 EUR 95.73 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/20 SEK 102.59 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/20 SEK 947.35 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/20 SEK 20.35 3.1 3.7 3.0
Flexible Bond Fd -D- NO BD LUX 10/20 SEK 11.52 3.1 3.7 3.0

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/20 SEK 87.10 –18.0 –20.7 –8.4
Global Hedge I SEK -D- OT OT LUX 10/20 SEK 79.60 –20.4 –23.0 –9.7

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/20 USD 1.59 –52.4 –52.2 –12.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/20 SEK 16.72 –50.0 –55.5 –23.2
Europe Chance/Risk Fd EU EQ LUX 10/20 EUR 876.08 –48.5 –51.2 –26.1

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/20 USD 13.92 –57.9 –64.5 –7.7
Eq. Pacific A AS EQ LUX 10/17 USD 6.46 –53.4 –56.1 –12.3

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 10/17 EUR 19.60 –10.7 –11.1 –5.9
Bonds Eur Hi Yld A EU BD LUX 10/16 EUR 15.17 –28.4 –31.0 –15.6
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 10/17 USD 22.32 –11.5 –9.7 –2.8
Bonds US OppsCoreplus A US BD LUX 10/17 USD 30.72 –2.4 0.2 2.4
Bonds World A GL BD LUX 10/16 USD 36.87 –0.8 3.3 6.1
Eq. ConcentratedEuropeA EU EQ LUX 10/17 EUR 21.02 –47.9 –50.1 –26.8
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 10/16 USD 14.65 –51.1 –53.1 –20.8
Eq. Japan A JP EQ LUX 10/20 JPY 743.25 –43.9 –48.2 –29.8
Eq. Japan Sm Cap A JP EQ LUX 10/17 JPY 867.51 –49.1 –53.4 –41.6
Eq. Japan Target A JP EQ LUX 10/17 JPY 1470.03 –27.4 –33.7 –19.9
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 10/17 EUR 26.91 3.5 4.4 4.0
Money Market USD A US MM LUX 10/17 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 10/09 AED 7.22 –38.0 –20.0 –8.0

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 10/20 EEK 123.32 –54.0 –59.3 –30.2
New Europe Small Cap EUR EE EQ EST 10/20 EEK 67.05 –51.9 –56.9 –27.5
Second Wave EUR EE EQ EST 10/20 EEK 122.49 –55.4 –58.3 –22.1

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/20 JPY 9162.00 –45.3 –53.9 –31.0
YMR-N Japan Fund JP EQ IRL 10/20 JPY 10462.00 –39.9 –49.0 –26.0
YMR-N Low Price Fund JP EQ IRL 10/20 JPY 13299.00 –41.7 –50.3 –28.3
YMR-N Small Cap Fund JP EQ IRL 10/20 JPY 6099.00 –50.8 –59.0 –36.5
Yuki Mizuho Gen Jpn III JP EQ IRL 10/20 JPY 4917.00 –47.1 –53.2 –29.6
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/20 JPY 5235.00 –46.1 –54.1 –33.1
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/20 JPY 6933.00 –44.7 –51.0 –31.1
Yuki Mizuho Jpn Gen JP EQ IRL 10/20 JPY 8867.00 –42.3 –52.0 –28.1
Yuki Mizuho Jpn Gro JP EQ IRL 10/20 JPY 6556.00 –46.9 –54.8 –32.5
Yuki Mizuho Jpn Inc JP EQ IRL 10/20 JPY 8512.00 –35.0 –44.0 –22.7
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/20 JPY 5554.00 –41.1 –48.1 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/20 JPY 11262.00 –37.8 –46.6 –25.3
Yuki Mizuho Jpn PGth JP EQ IRL 10/20 JPY 8393.00 –48.9 –54.9 –31.5
Yuki Mizuho Jpn SmCp JP EQ IRL 10/20 JPY 5892.00 –53.5 –60.6 –36.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/20 JPY 5537.00 –41.1 –47.8 –28.4
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/20 JPY 2514.00 –56.0 –63.7 –48.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/20 JPY 4801.00 –45.7 –51.4 –30.3
Yuki 77 General JP EQ IRL 10/20 JPY 6513.00 –43.3 –50.7 –28.8
Yuki 77 Growth JP EQ IRL 10/20 JPY 6934.00 –43.5 –52.3 –30.6
Yuki 77 Income AS EQ IRL 10/20 JPY 5343.00 –36.3 –42.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/20 JPY 6899.00 –40.7 –50.9 –29.2
Yuki Chugoku Jpn Gro JP EQ IRL 10/20 JPY 5562.00 –44.9 –50.7 –28.2
Yuki Chugoku Jpn Inc JP EQ IRL 10/20 JPY 5763.00 –33.7 –39.9 –21.8
Yuki Chugoku JpnLowP JP EQ IRL 10/20 JPY 8205.00 –37.0 –47.6 –23.6
Yuki Chugoku JpnPurGth JP EQ IRL 10/20 JPY 5089.00 –41.9 –51.7 –28.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/20 JPY 7454.00 –42.0 –50.5 –29.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/20 JPY 5004.00 –43.2 –51.0 –27.9
Yuki Hokuyo Jpn Inc JP EQ IRL 10/20 JPY 5791.00 –31.3 –40.6 –22.3
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/20 JPY 4445.00 –48.5 –55.6 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/20 JPY 5278.00 –45.6 –53.8 –30.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/20 JPY 5069.00 –43.2 –51.1 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/20 JPY 5690.00 –40.6 –53.9 –28.2

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 09/30 GBP 1.43 –12.1 –12.2 –0.7
Euro Absolute EUR OT OT GGY 09/30 EUR 2.01 –12.3 –12.6 –2.2
Global Absolute OT OT GGY 09/30 GBP 1.00 –11.0 –7.7 1.9
Global Absolute USD OT OT GGY 09/30 USD 1.85 –11.7 –8.4 1.7

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

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 09/30 EUR 127.16 –10.2 –6.5 4.3
GH Fund CHF Hdg OT OT JEY 09/30 CHF 108.16 –11.8 –9.4 0.3
GH Fund EUR Hdg OT OT JEY 09/30 EUR 117.94 –10.7 –7.7 2.1
GH Fund EUR Hdg (Non-V II) OT OT JEY 09/30 EUR 104.69 –10.6 –7.6 2.1
GH Fund EUR Hdg (Non-V) OT OT JEY 09/30 EUR 117.94 –10.7 –7.7 2.1
GH Fund GBP Hdg OT OT JEY 09/30 GBP 129.28 –9.7 –6.2 3.8
GH Fund Inst EUR OT OT JEY 09/30 EUR 90.55 NS NS NS
GH Fund Inst JPY OT OT JEY 09/30 JPY 8937.46 –11.9 –9.6 NS
GH Fund Inst USD OT OT JEY 09/30 USD 105.23 –10.4 –6.9 3.9
GH FUND S EUR OT OT CYM 09/30 EUR 123.43 –9.7 –6.5 3.3
GH FUND S GBP OT OT CYM 09/30 GBP 128.04 –9.1 –5.3 4.8
GH Fund S USD OT OT CYM 09/30 USD 140.58 –10.0 –6.3 4.4
GH Fund USD OT OT GGY 09/30 USD 260.47 –10.9 –7.6 3.1
Hedge Investments OT OT JEY 09/30 USD 131.95 –10.1 –6.8 3.4

Leverage GH USD OT OT GGY 09/30 USD 114.99 –24.6 –20.4 –1.0
MultiAdv Arb CHF Hdg OT OT JEY 09/30 CHF 97.58 –14.5 –14.0 –4.5
MultiAdv Arb EUR Hdg OT OT JEY 09/30 EUR 105.49 –13.3 –12.4 –2.9
MultiAdv Arb GBP Hdg OT OT JEY 09/30 GBP 114.93 –12.6 –11.3 –1.7
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 09/30 EUR 111.36 –12.6 –11.4 –1.6
MultiAdv Arb S GBP OT OT CYM 09/30 GBP 117.29 –11.8 –10.2 –0.2
MultiAdv Arb S USD OT OT CYM 09/30 USD 123.16 –12.9 –11.4 –0.8
MultiAdv Arb USD OT OT GGY 09/30 USD 192.46 –13.8 –12.6 –2.1

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

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 10/16 EUR 244.38 –3.9 –3.9 1.4
Integrated Dir Trading EUR OT OT CYM 08/29 EUR 106.96 4.4 15.7 9.4
Integrated Emg Markets EUR OT OT CYM 08/29 EUR 89.90 –14.4 –10.7 –0.6
Integrated European EUR OT OT CYM 08/29 EUR 154.66 4.1 4.1 4.9
Integrated Event Driven EUR OT OT CYM 08/29 EUR 100.27 –6.5 –3.3 5.2
Integrated Lg/Sh Sel F EUR OT OT CYM 08/29 EUR 93.70 –6.3 –3.6 4.8
Integrated MultSt B EUR OT OT VGB 08/29 EUR 133.88 –4.1 0.3 3.6
Integrated Relative Value EUR OT OT CYM 08/29 EUR 99.37 –1.1 0.2 3.8

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

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

Antanta MidCap Fund EE EQ AND 10/03 USD 603.29 –66.7 –62.0 –27.2
Meriden Opps Fund GL OT AND 10/15 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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OAO Sberbank

Russia’s OAO Sberbank’s second-
quarter net profit jumped 69% on
sharp growth in lending income, but
the company warned that weaker
economic conditions might pose
problems. State-controlled Sber-
bank said net profit rose to 35.9 bil-
lion rubles ($1.36 billion) from 21.21
billion rubles a year earlier. Lending
rose 18%, pushing net interest in-
come up 44% to 84.13 billion rubles
before provisioning. Fee-and-com-
mission income rose 31% to 21.1 bil-
lion rubles. “The third quarter is
completely different,” said Natalya
Orlova, an analyst at Alfa Bank in
Moscow. Sberbank shares have tum-
bled 70% this year. Sberbank cau-
tioned that the current crisis might
affect its ability to secure new loans
and refinance existing loans.

Bangkok Bank PCL

Bangkok Bank PCL said third-
quarter net profit fell 17% from a
year earlier, hurt by an investment in
bonds issued by U.S. investment
bank Lehman Brothers Holdings
Inc. Net profit for the period fell to
4.32 billion baht ($126.3 million)
from 5.15 billion baht, Thailand’s larg-
est lender by assets said. The bank’s
noninterest income fell 40% to 3.53
billion baht because of an impair-
ment of its 3.5 billion baht invest-
ment in Lehman bonds. The bank
said it has set aside 3.08 billion baht
to provide for impaired investments.
Interest and dividend income rose to
13.51 billion baht, compared with
11.95 billion baht a year earlier.

—Compiled from staff
and wire service reports.

France Télécom SA

French telecom incumbent
buys Orange Uganda stake

France Télécom SA said it ac-
quired a majority stake in a Ugan-
dan wireless provider and will start
offering services under its Orange
brand in the coming months. The
company, named Orange Uganda
Ltd., will be 53% owned by France
Télécom and will use Hits Telecom’s
national license, GSM network and
assets. “With a rapidly growing pop-
ulation of around 30 million people
and a mobile penetration rate of
less than 17% in March 2008,
Uganda offers major prospects for
growth,” said France Télécom. A
spokesman declined to say how
much the company paid for the
stake in Orange Uganda, but said it
plans to invest $200 million over
the next three years.

HSBC buys bulk of Indonesia’s Bank Ekonomi

Paramount delayed the limited release of Defiance, with Daniel Craig, left, and Liev
Schreiber, until year end. The film won’t be in wide release until January.

Hollywood begins to pull back
Paramount delays
release of two films
as economy flickers

CORPORATE NEWS

Sara Lee Corp.

The Dutch antitrust authority
said Monday it fined Sara Lee House-
hold and Body Care Netherlands, a
subsidiary of U.S.-based Sara Lee
Corp., Œ269,000 (about $360,000)
for breaking a seal to a room with
documents still under investiga-
tion. Sections of Sara Lee’s pre-
mises in the Netherlands were
sealed off in June as part of an ongo-
ing antitrust investigation, said Bar-
bara van der Rest-Roest, a spokes-
woman for the watchdog. When the
investigators returned to the pre-
mises, the rooms had been tam-
pered with, she added. Maud Geer-
bex, a spokeswoman from the Sara
Lee offices in Utrecht, said the com-
pany regretted the fine, but insisted
it didn’t hamper the investigation.

ING to sell its Taiwan life-insurance unit to Fubon for $600 million

By Vladimir Guevarra

LONDON—HSBC Holdings PLC
agreed to buy a majority stake in In-
donesia’s Bank Ekonomi Raharja
for $607.5 million, highlighting the
bank’s expansion strategy into
emerging markets.

Indonesia, the world’s fourth-
largest country with a population of
235 million, had economic growth
of more than 5.5% in each of the past
three years, HSBC noted.

The U.K. bank said Monday that
its purchase of 88.89% of Bank

Ekonomi—which has 2,200 employ-
ees, 86 branches and assets valued
at about $1.8 billion—will nearly
double its network to more than 190
outlets in 24 cities across Indonesia.

The bank plans to offer to buy up
to 99% of the Indonesian bank, HSBC
Asia-Pacific Chief Executive Sandy
Flockhart said. If the deal is approved,
HSBC will be required to keep Bank
Ekonomi listed for at least five years.

“Indonesia is a compelling coun-
try, both in demographics and in the
growth that it displayed in the last
few years, and equally in its future

potential, despite the [global] down-
turn we see at the moment,” Mr.
Flockhart said.

“This acquisition underlines
HSBC’s stated strategy to invest in
fast-growing emerging markets,”
Mr. Flockhart said. He declined to
comment on whether HSBC has
other targets in the region.

The bank said the purchase,
made through its subsidiary HSBC
Asia Pacific Holdings (U.K.) Ltd.,
will also enhance its commercial-
banking business in Indonesia.

The number of job cuts, if any, fol-

lowing the merger of operations
isn’t expected to be high. “We’ve
looked at the footprints of these
banks and we don’t see much dupli-
cation. It plays very much to our
strengths,” Mr. Flockhart said.

The acquisition follows HSBC’s
expansion into China’s Dazu county
last month. It also follows the
bank’s recent efforts to expand in
other emerging markets, such as
Georgia, Russia, Peru, Panama and
Vietnam. The bank dropped a $6.3
billion offer for a majority stake in
Korea Exchange Bank last month.

By Lauren A. E. Schuker

Paramount Pictures’ abrupt de-
cision to delay two major holiday
films—including one with Oscar as-
pirations—may be an early sign of
Hollywood’s retrenchment in the
midst of the U.S. economic crisis.

Paramount late last week said it
would delay “The Soloist”—a Los
Angeles drama about a homeless vi-
olin player and the newspaper col-
umnist who intervenes in his life—
until next March. The movie comes
from DreamWorks, the Paramount
unit whose principals, Steven Spiel-
berg and Stacey Snider, recently
left to start a new film venture.

The decision to delay the movie
came barely a month before its
planned Nov. 21 debut, and means
that Academy Awards consideration
for “Soloist” star Robert Downey Jr.
will be put off until next year.

The studio also delayed the lim-
ited release of “Defiance”—a war
picture with Daniel Craig from its
Paramount Vantage specialty unit—
until the end of 2008, meaning the
film won’t be in wide release until
January.

Paramount, a unit of Viacom
Inc., announced the delays as part
of a new business strategy in which
it is cutting costs by reducing the
number of films released each year
from about 25 to 20. To start cut-
ting back in 2008, the studio de-
layed a couple of films, which puts
off most of the cost of marketing
and distributing the movies until
next year.

Including other reductions the
studio has made this year, Para-

mount will wind up saving about
$60 million in overhead in 2009.
Paramount hadn’t yet started a tele-
vision campaign for “The Soloist,”
so the delay won’t cost the studio
any wasted advertising money,
says Rob Moore, vice chairman of
Paramount.

The new plan “is definitely re-
sponsive to the current economic
climate,” Mr. Moore said. He added
that the studio has been eager to im-
plement the new plan for some
time but first had to resolve a num-
ber of outstanding issues, includ-
ing the recent departure of Dream-
Works’ principals, before institut-
ing the cutbacks.

“We now have a new strategy
that wasn’t possible before the
DreamWorks deal was concluded,”
says Mr. Moore. “We couldn’t en-
gage in long-term planning be-
cause there was a big variable
blocking that process.”

The film industry has long ar-

gued that it is recession-proof, able
to attract audiences during down
times because moviegoing is
cheaper than some other forms of
entertainment such as sports and
travel. Paramount’s cutbacks sig-
nal that Hollywood is nonetheless
bracing for the impact from the cur-
rent economic turmoil.

Hollywood already made a round
of reductions this year. Most of the
major studios shuttered or down-
sized their “specialty” divisions—
which release small, indielike
films—in reaction to a crowded mar-
ketplace that has made it more ex-
pensive to compete for audiences.
In June, for example, Paramount ab-
sorbed the majority of the staff at
its Paramount Vantage label into its
main studio, cutting about 50 em-
ployees and reducing the number of
releases. Time Warner Inc.’s
Warner Bros. made a similar move
with its New Line division.

Paramount’s trims also come at

a time of turmoil for Viacom, as the
advertising downturn has pres-
sured its worsening financial out-
look. Recent market swings even
forced media mogul Sumner Red-
stone to sell a $233 million chunk of
his holdings in Viacom and CBS
Corp. to head off debt problems at
his family’s holding company.

Cutbacks are also beginning to
show up elsewhere in the entertain-
ment industry. NBC Universal Chief
Executive Jeff Zucker told staff in a
memo Friday that the company
would be cutting its budget by
$500 million next year.

At Paramount, Mr. Moore says
the departure of DreamWorks’ prin-
cipals has changed the studio’s ap-
proach. Previously, Mr. Spielberg
and Ms. Snider could indepen-
dently “greenlight”—or put into
production—up to eight films a
year. That existing deal made it dif-
ficult for Paramount to reduce its
releases to 20 films a year.

A DreamWorks spokesman de-
clined to comment.

With Mr. Spielberg and Ms.
Snider gone, Paramount had room
in its film slate for a new partner. It
recently made an agreement with
Marvel Studios, a unit of Marvel En-
tertainment Inc. Paramount will dis-
tribute all four of Marvel’s feature
films through 2011, as well as “Iron
Man 3,” if the film is made. The new
business model, which Paramount
announced this past Wednesday, re-
flects the new agreements with
DreamWorks and Marvel.

Its big hits this year, including
“Iron Man,” involved distribution
of other producers’ films, meaning
that the studio reaped a relatively
small portion of the revenues.

A number of the films it pro-
duced itself fared less well at the
box office this year, like “The Love
Guru.”
 —Merissa Marr

contributed to this article.
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By Perris Lee

And Ting-I Tsai

TAIPEI—In another sign of con-
solidation hitting the insurance in-
dustry, ING Groep NV said it will sell
its Taiwan life-insurance subsidiary
to Fubon Financial Holding Co. for
US$600 million.

The acquisition, announced Mon-
day, is the largest in Asia’s insur-
ance industry so far this year, ana-
lysts said. “We foresee more to
come, among both local peers and
between domestic and foreign play-
ers,” Deutsche Bank Securities ana-
lyst Nora Hou said.

The announcement came shortly
after the Netherlands agreed to in-

ject Œ10 billion ($13.4 billion) into
ING in an apparent effort to halt a
crisis of confidence in the bank and
insurer. The company said Friday it
would record a third-quarter loss of
Œ500 million as a result of asset
write-downs and provisions.

Fubon, one of Taiwan’s largest fi-
nancial holding companies, said it
will issue 406 million new shares,
equivalent to a 5% stake, to ING to ac-
quire ING Life Insurance Co., Tai-
wan’s fourth-largest life insurer by
premiums.

In addition, Fubon will also sell
US$311 million worth of financial de-
bentures to ING, the companies said
in a joint statement.

Fubon President Victor Kung

told reporters that the two sides
have been in talks for two years.
ING said the divestment is “in line
with ING’s strategy to actively man-
age its portfolio of businesses, allo-
cating capital to those businesses
that generate the highest return.”

Fubon has been criticized for its
strong capital base and was until re-
cently considered overcapitalized.
Fubon’s shares ended 6.7% higher
Monday at 19.05 Taiwan dollars
(58 U.S. cents), while the benchmark
Weighted Price Index of the Taiwan
Stock Exchange edged 0.6% lower.

The deal will increase Fubon’s
life-insurance assets to about NT$1
trillion (US$30.7 billion) from
NT$361 billion, and will add more

than 2.2 million life-insurance cli-
ents to its existing base of around
700,000, Fubon said.

Mr. Kung said the acquisition also
brings Fubon a step closer to meet-
ing China’s criterion on foreign insur-
ers’ operational experience before
they can open mainland branches.

Foreign insurance companies
need to have operated for at least
30 years before they can open
branches in China. ING Life has oper-
ated in Taiwan for 20 years, while
Fubon Life has operated for 15.

“Instead of waiting for another
10 years to meet the rule, we are still
working on something else at the
moment to speed up the time,” said
Mr. Kung. He declined to elaborate.
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 10/17 GBP 6.04 –36.1 –38.2 –17.7
Andfs. Borsa Global GL EQ AND 10/17 EUR 6.05 –36.8 –38.9 –17.7
Andfs. Emergents GL EQ AND 10/17 USD 10.12 –52.4 –53.3 –15.3
Andfs. Espanya EU EQ AND 10/17 EUR 11.22 –36.4 –37.2 –15.0
Andfs. Estats Units US EQ AND 10/17 USD 12.84 –36.8 –36.8 –15.6
Andfs. Europa EU EQ AND 10/17 EUR 6.70 –39.6 –41.1 –19.0
Andfs. Franca EU EQ AND 10/17 EUR 8.41 –40.1 –42.2 –21.1
Andfs. Japo JP EQ AND 10/17 JPY 434.26 –43.8 –48.8 –27.1
Andfs. Plus Dollars US BA AND 10/17 USD 8.63 –19.4 –20.6 –8.0
Andfs. RF Dolars US BD AND 10/17 USD 10.28 –9.3 –9.7 –3.4
Andfs. RF Euros EU BD AND 10/17 EUR 9.19 –16.7 –17.9 –9.6
Andorfons EU BD AND 10/17 EUR 12.52 –18.1 –20.1 –11.0
Andorfons Alternative Premium OT OT AND 08/29 EUR 111.84 –3.7 –1.5 1.9
Andorfons Mix 30 EU BA AND 10/17 EUR 8.69 –25.1 –26.7 –12.8
Andorfons Mix 60 EU BA AND 10/17 EUR 8.81 –33.2 –34.4 –16.2

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 10/20 EUR 10.20 0.3 0.1 1.9
DJE-Absolut P GL EQ LUX 10/20 EUR 181.94 –27.9 –27.2 –8.2
DJE-Alpha Glbl P EU BA LUX 10/20 EUR 156.27 –23.6 –22.1 –6.2
DJE-Div& Substanz P GL EQ LUX 10/20 EUR 171.49 –28.1 –30.0 –8.7
DJE-Gold&Resourc P OT EQ LUX 10/20 EUR 109.11 –41.8 –43.1 –17.1
DJE-Renten Glbl P EU BD LUX 10/20 EUR 117.67 –3.6 –3.9 –0.9
LuxPro-Dragon I AS EQ LUX 10/20 EUR 94.34 –47.9 –53.5 –4.8
LuxPro-Dragon P AS EQ LUX 10/20 EUR 92.39 –48.9 –54.4 –5.8
LuxTopic-Aktien Europa EU EQ LUX 10/20 EUR 13.41 –30.4 –29.5 –9.2
LuxTopic-Pacific AS EQ LUX 10/20 EUR 10.16 –52.7 –54.3 –19.6

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 10/17 EUR 46.12 –58.0 –61.2 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 10/17 USD 47.70 –61.4 –63.2 NS
(Lux) Russian EUR EE EQ LUX 10/17 EUR 40.39 –64.5 –63.7 NS
(Lux) Russian USD EE EQ LUX 10/17 USD 41.74 –67.4 –65.6 NS
Balkan Fund EE EQ SWE 10/20 SEK 13.59 –59.2 –59.9 –22.0
Baltic Fund EE EQ SWE 10/20 SEK 45.71 –37.9 –42.3 –14.3
Eastern European Fund EU EQ SWE 10/20 SEK 23.69 –56.8 –55.9 –23.2

Russian Fund EE EQ SWE 10/20 SEK 675.62 –61.3 –59.4 –26.5
Turkish Fund EE EQ SWE 10/20 SEK 4.44 –61.3 –59.9 –26.0

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 10/16 CHF 62.83 –58.4 –58.8 –21.4
HF-World Bds Abs Ret OT OT CHE 10/16 USD 81.59 –10.6 –3.3 –1.4

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 09/30 USD 44.10 –31.4 –19.3 10.4
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 10/17 EUR 285.89 –20.8 –21.7 –10.5
DSF 50/50 EU BA LUX 10/17 EUR 215.91 –27.3 –29.3 –14.3
DSF 75/25 EU BA LUX 10/17 EUR 165.16 –34.2 –37.0 –19.0
KBC Eq (L) Europe EU EQ LUX 10/17 EUR 425.40 –44.0 –47.5 –24.2
KBC Eq (L) Japan JP EQ LUX 10/17 JPY 17497.00 –40.8 –46.9 –27.7
KBC Eq (L) NthAmer EUR US EQ LUX 10/17 EUR 486.70 –36.8 –39.6 –17.3
KBC Eq (L) NthAmer USD US EQ LUX 10/17 USD 693.26 –36.4 –38.8 –15.6
KBL Key America EUR US EQ LUX 10/16 EUR 333.78 –42.9 –44.6 –19.3
KBL Key America USD US EQ LUX 10/16 USD 345.05 –42.8 –44.3 –18.0
KBL Key East Europe EU EQ LUX 10/16 EUR 1405.86 –58.6 –58.1 –27.2
KBL Key Eur Sm Cie EU EQ LUX 10/16 EUR 730.80 –46.7 –52.3 –25.1
KBL Key Europe EU EQ LUX 10/16 EUR 520.39 –41.1 –44.4 –21.7
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Up for sale: Asian insurance units
Local buyers may vie
for AIG operations;
$20 billion price tag?

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

By Rick Carew

HONG KONG—American Inter-
national Group Inc.’s Asian life-in-
surance business, which is valued at
more than $20 billion, tops a list of
Western-owned regional assets
that could draw interest from major
multinational buyers as well as
deep-pocketed local competitors.

A major stake in AIG’s American
International Assurance Co. unit is
expected to come onto the auction
block in the coming weeks, accord-
ing to people familiar with the situa-
tion. Goldman Sachs Group Inc. and
Citigroup Inc. have been hired to run
the sale of the stake in AIG’s Asia-
wide life-insurance business, they
said. The combined value of AIG’s
Asian life-insurance assets outside
Japan is around $22.5 billion, accord-
ing to calculations by Cazenove.

Smaller deals are already being
struck. Monday, Taiwan’s Fubon Fi-
nancial Holding Co. agreed to buy
ING Groep NV’s Taiwan business for
US$600 million. Australian and Jap-
anese banks have also struck deals
in recent weeks to buy assets from
sellers hit by the credit crisis.

European insurer Fortis NV

could also sell some of its Asia as-
sets, according to a person familiar
with the situation. One big asset in
its portfolio is Fortis Insurance Co.
(Asia) Ltd. Those assets were ac-
quired by Fortis in 2007 when it paid
$7 billion Hong Kong dollars
(US$903 million) for Pacific Century
Insurance Holdings Ltd., a Hong
Kong-based insurer that was con-
trolled by local tycoon Richard Li.

The Asian operations coming on
the market will likely attract inter-
est from Western companies and pri-
vate-equity firms. But they could

also be beneficial to ambitious
Asian buyers with backing from pri-
vate-equity firms or sovereign-
wealth funds.

“We’ve been surprised to see
that Asian banks, unlike Western
counterparts, aren’t tightening
their belts,” said Pascal Gautheron,
a partner in the Asian-Pacific finan-
cial-services practice of consulting
firm Accenture Ltd. “Instead, they
are viewing lower valuations and
fire-sale opportunities as chances
to fulfill their long-term strategic
objectives.”

AIG Chief Executive Edward
Liddy is hoping to attract buyers for
a minority strategic stake and keep
a majority stake in the business.
That would put a larger Western
company, such as Prudential PLC of
the U.K., in position to strike a deal.
It also could prove appealing to a lo-
cal buyer looking to gain expertise.

Still, the price tag could be big,
requiring the breakup of the busi-
ness into smaller pieces to get a deal
done, bankers say. That could give
local insurers from India, China or
Japan a better shot at snatching
them up. An AIG spokesman said
“the sales process is ramping up” on
its planned asset sales generally.

The U.S. government took over
AIG and extended it loans of up to
$123 billion in an effort to keep the
insurer running. Asset sales are cru-
cial to help AIG repay that debt and
interest payments.

The sales mark a reversal of a
trend over the past several years in
which Western banks have sought
to tap fast growth in Asia to bolster
their bottom lines. Now, many are
scrambling to raise capital and drop-
ping expansion plans in Asia. U.K.
lender HSBC Holdings PLC, for ex-
ample, withdrew its $6.3 billion of-
fer last month for a 51% stake in Ko-
rea Exchange Bank, citing declining
bank valuations.

—Liam Pleven in New York and
Dana Cimilluca in London
contributed to this article.

Exelon offers $6.2 billion for utility NRG

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

Worried policy holders thronged AIG’s American International Assurance offices in
Singapore last month.

By Rebecca Smith

Exelon Corp. said it made an un-
solicited $6.2 billion all-stock offer
to buy power generator NRG En-
ergy Inc., an indication that falling
stock prices in the power sector are
creating an appetite for deals.

The offer values NRG at about
$26.43 a share, nearly $20 a share
less than what NRG stock fetched
last spring. However, that offer price
still represents a 37% premium over
NRG’s closing share price Friday.

Exelon disclosed that it had
made the unsolicited offer late Sun-
day night, but it hasn’t yet secured
an agreement or financing. NRG ad-
vised shareholders late Sunday
night to take no action pending its
board’s review of the offer.

In a conference call Monday, Ex-
elon Chief Executive John Rowe de-
picted the offer as “the right deal at
the right time.” He added that “scale

is important in turbulent times” and
that a larger company would be bet-
ter able to fund expensive projects.

The recent credit crunch has
taken a serious toll on energy stocks,
leading some observers to conclude
that consolidation could pick up
speed in the sector. Billionaire inves-
tor Warren Buffett recently disclosed
that he had acquired an additional
3.2 million shares in NRG. His holding
company, Berkshire Hathaway Inc.,
is also in the process of acquiring
Constellation Energy Group Inc.

Though Exelon’s offer represents
a substantial premium to NRG’s cur-
rent share price, the $6.2 billion it is
willing to pay for the company could
be less than the value of NRG’s Texas
nuclear power plant, given the high
replacement cost for nuclear capac-
ity. NRG owns interests in 44 power
plants totaling 23,000 megawatts of
capacity in the U.S., including coal
and natural gas units.

Mr Rowe said the two firms’ as-
sets would fit together nicely, boost-
ing Exelon’s total nuclear capacity
to 18,000 megawatts, and would re-
quire divestiture of an estimated
3,000 megawatts in the eastern U.S.
and Texas.

He said Exelon has no desire to di-
vest any more plants than required
to remain below certain market-
power thresholds. This represents a
departure for Exelon which, until
now, has sold itself to shareholders
as the company with the lowest-car-
bon fleet because it is almost en-
tirely nuclear.

An acquisition of NRG could have
strategic importance for Exelon.
Each firm is planning to build a nu-
clear reactor in Texas, but NRG is
further along in the process. Taking
on NRG’s assets would also allow Ex-
elon to beef up its balance sheet,
which could make it easier to fi-
nance an expensive nuclear project.

One big hitch in a deal is the fact
that a change in control could force
NRG to refinance its debt, some-
thing that could be tricky and expen-
sive in the current financial climate.
Mr. Rowe said NRG has more than
$8 billion worth of debt that might
have to be refinanced and he said
the likely interest rate would be
more than 10%. Nevertheless, he
said the NRG deal would be accre-
tive to earnings in the first year and
would reduce the combined firm’s
credit rating only modestly in the
short run.

Exelon is the largest nuclear op-
erator in the U.S. and a combination
of the businesses would create a
company with market value of
about $40 billion, and 47,000 mega-
watts of generating capacity. NRG
does not own a regulated utility, a
fact that would make regulatory ap-
provals easier, should the two sides
reach a deal.
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With its foreign-currency re-
serves shrinking fast, Pakistan is
considering turning to the Interna-
tional Monetary Fund to stave off
bankruptcy and try to extricate it-
self from a financial crisis that
threatens to undermine its first
democratically elected government
in nearly a decade.

Pakistani and IMF officials are
slated to meet Tuesday in Dubai,
and an official in Pakistan’s Finance

Ministry said his government is
looking for $4 billion to avoid de-
faulting on its debt.

“We are hopeful that Pakistan
will get approval soon, with the
country receiving $1.5 billion in one
go and the rest in five equal install-
ments of $500 million,” the official
said Monday.

A spokesman for the IMF
couldn’t be reached to comment.

An aid package from the IMF
would likely require deep spending
cuts and tax increases that could
hurt Pakistan’s poor and prove polit-
ically unpopular. Pakistani officials
are holding out hope that the so-
called Friends of Democratic Paki-
stan—a group that includes the U.S.,
China and Saudi Arabia—will in-
stead provide the needed money. A
preliminary meeting of the group
was held Monday in Islamabad and
a summit is planned for early next
month in Abu Dhabi.

“A program is not on the cards as
of yet,” said Finance Secretary
Waqar Masud in a telephone inter-
view,referringto an IMFaid package.
He added that government would
wait to see if an alternative could be
found before going with “Plan B.”

Pakistan failed to get any firm as-
surances of money from China
when President Asif Ali Zardari vis-
ited Beijing last week, and a senior
U.S. diplomat warned Monday that
Pakistan should expect no uncondi-
tional handouts.

“There is no money on the table,”
U.S. Assistant Secretary of State Ri-
chard Boucher told reporters in Is-
lamabad. “The goal is to put the
money where it belongs. It is not a
cash advance.”

Pakistan’s hard currency re-
serves fell to a six-year low of $7.75
billion in the week to Oct. 11, down
from about $8.32 billion a week ear-
lier. Nearly a year ago, the reserves
stood at $16.4 billion.
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By Haris Zamir in Karachi
and Matthew Rosenberg
in New Delhi

Pakistan gives
consideration
to taking IMF aid
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T
HE EUROPEAN
Central Bank
doesn’t need to

add economic growth to
its mandate of preserv-
ing price stability, Euro-
pean Commission Presi-
dent Jose Manuel Bar-
roso was quoted as say-
ing in the French press.

The ECB has jealously guarded its independence
from political pressure and has rejected calls to
shift its focus away from inflation. Asked if the ECB
should be looking at growth and inflation as it sets
monetary policy, Mr. Barroso told French daily Le
Figaro, “I do not consider that it is opportune or
even necessary to change the mandate of the ECB.”
The ECB joined others in cutting interest rates on
Oct. 8 to try to avert a deep recession. —Reuters

Barroso says ECB’s focus
should stay on inflation

T
WO economic re-
ports on the
state of Japan

painted a grim picture
for the world’s second-
largest economy, with
expectations for slug-
gish growth in a dete-
riorating financial en-
vironment.

The Japanese government downgraded its over-
all assessment of the domestic and overseas econo-
mies, predicting the trend likely will continue as fi-
nancial conditions in the U.S. and Europe worsen.

At the same time, the Bank of Japan downgraded
its core economic assessment of the nation’s re-
gional economies in its October report, with all nine
regions cutting their economic views for the first
time in the report’s brief history.  
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G
ERMAN factory-
gate prices were
higher than ex-

pected in September,
the Federal Statistics
Office said, indicating
that earlier sharp
price increases for oil
and other raw materi-
als continue to drive

up production costs. German producer prices rose
0.3% from August and 8.3% from September 2007.

Economists had expected a drop from August, and
a smaller rise from last year. The data are likely to un-
settle the European Central Bank, which worries that
strong producer-price inflation will fan consumer-
price inflation in the euro zone. At 3.6% for Septem-
ber, euro-zone inflation is already above the ECB’s
comfort zone of just under 2%. —Nina Koeppen

Two economic reports
predict grim times ahead
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Lower oil prices pressure Iraq’s budget
Amid effort to boost
services, government
prepares alternatives

By Gina Chon

BAGHDAD—A group of Iraq’s top
political leaders decided late Sunday
they will forward to the country’s
cabinet this week a draft security
pact with the U.S., marking another
step toward approval of an agree-
ment on the terms for a continued
American military presence here.

The Political Council for National
Security didn’t technically endorse
the agreement, but decided simply to
forward the draft—which sets 2011
as the goal for the withdrawal of
American combat troops—to Iraq’s
full cabinet for consideration. It then
falls to Prime Minister Nouri al-Ma-
liki and his ministers to forward the
draft to parliament, where opposi-
tion against the deal could be intense.

The national-security council
will officially forward the draft to

the cabinet on Tuesday, according to
two people at the meeting. It is un-
clear whether Mr. Maliki and his cab-
inet will hold up the draft. Iraqi poli-
ticians have sent mixed messages
about support for the deal,
but if the cabinet decides to
forward it to parliament,
lawmakers may take it up
as early as later this week.

Hours before the meet-
ing Sunday night, a key bloc
of Shiite political parties in
parliament, the United Iraqi
Alliance, issued a statement
saying more talks and
changes were needed before
the agreement could be ap-
proved. Because the alliance
includes Mr. Maliki’s Islamic Dawa
Party, that statement was taken ini-
tially as a sign that the draft, which
has been negotiated for months, had

hit another snag.
But the alliance’s problems with

the deal—including the wording of
articles concerning legal jurisdic-
tion over American soldiers and the

withdrawal dates for U.S.
troops—weren’t consid-
ered significant enough by
the security-council group
to keep the pact from mov-
ing forward, according to
two people who attended
the meeting.

The current draft calls
for immunity for U.S.
troops from Iraqi law, ex-
cept in extreme cases while
they are off duty. Law-
maker Sami al-Askary, who

is close to Mr. Maliki, said the Shiite
alliance wanted to give the Iraqi gov-
ernment the authority to decide
whether U.S. soldiers are off duty.

The draft says the U.S. would make
that decision.

“The agreement will face prob-
lems in parliament if the language
stays the same on jurisdiction,” Mr.
Askary said.

The compromise strips immu-
nity from American soldiers who
commit “grave premeditated felo-
nies…when such crimes are commit-
ted outside agreed facilities and ar-
eas and outside duty status,” accord-
ing to the latest version of the agree-
ment, a copy of which was viewed by
The Wall Street Journal.

The agreement states that in situ-
ations where U.S. soldiers could be
prosecuted in an Iraqi court, troops
“shall be entitled to due process stan-
dards and protections consistent
with those available under U.S. and
Iraqi law.” The draft also says U.S.
troops would leave at the end of

2011, although forces could be asked
to stay longer to support Iraqi secu-
rity forces beyond that. American
combat soldiers would pull out of cit-
ies by the end of June 2009 and
move to bases outside those areas, a
move that has already begun in
many parts of Iraq.

“United States forces shall with-
draw from Iraqi territory no later
than December 31, 2011,” the agree-
ment states. The pact is needed to
provide a legal basis for the pres-
ence of U.S. troops here after a
United Nations mandate ends.

Discussions on the agreement
have been complicated by inter-Shia
political tensions ahead of provin-
cial elections, which could take
place in January. If the draft gets to
the 275-member parliament, it will
require a simple majority for pas-
sage.

Deal to keep U.S. forces in Iraq moves closer to approval
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By Gina Chon

Baghdad

I RAQI FINANCE officials, taken
by surprise by the sudden drop
in crude prices, are drawing up

contingency spending plans to trim
next year’s budget by an estimated
19%.

The country is dependent on oil
sales for some 90% of government
revenue. Politicians here have been
under intense pressure to show
signs of economic improvement
amid a generally brighter security
situation. Government spending is
key to that effort—to improve basic
services, like electricity and water;
to carry out big reconstruction
projects; and to create jobs.

The budget discussions could
also have ramifications for the U.S.
and for whoever wins the race for
the White House next month. If
Baghdad finds itself in financial
straits because of significantly

lower oil revenue, its ambitious eco-
nomic projects—which U.S. officials
say are key to stabilizing the coun-
try—could be threatened.

Amid negotiations between
Washington and Baghdad over the
eventual withdrawal of U.S. forces,
pressure is increasing to wind down
America’s large financial commit-
ment to Iraq as well. U.S. lawmakers
this year have criticized Iraqi politi-
cians for spending the country’s own
money slowly while still receiving
significant American financial aid.

Despite raking in billions amid re-
cent high oil prices, Iraq has had lots
of problems spending the money.
Ministries still have inefficient
spending-approval processes and
few computers, for example, mak-
ing it time-consuming to disperse
even small sums.

So far, finance officials say they
are sticking to their guns, and plan-
ning to propose a budget they have
been preparing for 2009 that calls
for $79 billion in spending, a 13% in-
crease from the 2008 budget.

But that 2009 budget—which
has yet to be sent to parliament—is
based on an assumed oil price of
$80 a barrel. In early-afternoon trad-
ing Monday on the New York Mer-

cantile Exchange, U.S. benchmark
crude for November delivery was up
$2.09, or 2.9%, at $73.94, after tum-
bling in recent weeks from its
record high of $147.27 in July.

If oil falls further, officials will
consider rewriting the budget based
on a price of $60 a barrel. That
would necessitate cutting some $15
billion of spending, according to
Dhiyah al-Khayoun, an adviser to Fi-
nance Minister Bayan Jabr.

Mr. Khayoun said the sudden de-
crease in oil prices took officials by
surprise, forcing the ministry to
scramble for alternatives as it pre-
pared the 2009 budget.

“It was a shock and of course it
will affect our budget,” Mr. Khayoun
said.

It is far from certain that oil
prices will fall further, and they very
well may move higher again. But for
many big oil producers, the recent

steep decline has been cause for con-
cern. The Organization of Petro-
leum Exporting Countries is meet-
ing this week to discuss whether to
cut output to support prices.

Iraq is more vulnerable than
most oil-producing countries. Ac-
cording to a recent International
Monetary Fund estimate, the aver-
age price of oil that the much better-
off Arab states of the Persian Gulf
need to balance their budgets is $47
a barrel. For Iraq, the so-called
break-even price is $111 a barrel.

Mr. Khayoun didn’t say specifi-
cally what programs might be on
the chopping block if oil continues
to slide. The government has one
month to finish the budget and
present it to parliament. He also
said he is optimistic oil prices will
go back up soon.

During the past few years, the
Iraqi government has been fairly
conservative when estimating oil
revenue. This year’s $48 billion bud-
get was based on oil priced at $57 a
barrel. Oil was above $100 a barrel
at the time that spending plan was
drafted. A $22 billion supplemental
budget for 2008 was passed earlier
this year, bringing total 2008 spend-
ing to $70 billion.

Nouri al-Maliki
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Money
scramble
Iraq’s national
budget depends
heavily on oil
trade, and as
global oil prices
fall the ministry
must look to
other sources
of income or
budget cuts.

Crude-oil exports,
in millions of
barrels a day

Oil revenue

Producer-price increase
could lead to ECB worries
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Am Growth A US EQ LUX 10/17 USD 22.88 –35.9 –37.5 –13.3
Am Growth B US EQ LUX 10/17 USD 19.47 –36.4 –38.2 –14.2
Am Growth I US EQ LUX 10/17 USD 25.12 –35.5 –37.0 –12.6
Am Income A US BD LUX 10/17 USD 6.95 –15.6 –14.6 –4.8
Am Income A2 US BD LUX 10/17 USD 14.52 –15.4 –14.6 –4.8
Am Income B US BD LUX 10/17 USD 6.95 –16.1 –15.2 –5.4
Am Income B2 US BD LUX 10/17 USD 12.62 –15.9 –15.2 –5.5

Am Income I US BD LUX 10/17 USD 6.95 –15.3 –14.1 –4.2
Am Value A US EQ LUX 10/17 USD 7.11 –38.9 –41.6 –19.7
Am Value B US EQ LUX 10/17 USD 6.63 –39.3 –42.1 –20.5
Am Value I US EQ LUX 10/17 USD 7.58 –38.5 –41.1 –19.1
Asian Technology A OT EQ LUX 10/17 USD 9.41 –41.4 –46.1 –22.8
Asian Technology B OT EQ LUX 10/17 USD 8.33 –41.8 –46.7 –23.6
Asian Technology I OT EQ LUX 10/17 USD 10.39 –41.0 –45.7 –22.2
Emg Mkts Debt A GL BD LUX 10/17 USD 11.31 –23.8 –23.1 –7.7
Emg Mkts Debt A2 GL BD LUX 10/17 USD 13.26 –23.5 –23.0 –7.7
Emg Mkts Debt B GL BD LUX 10/17 USD 11.31 –24.3 –23.9 –8.6
Emg Mkts Debt B2 GL BD LUX 10/17 USD 12.92 –24.2 –23.9 –8.6
Emg Mkts Debt I GL BD LUX 10/17 USD 11.31 –23.4 –22.7 –7.2
Emg Mkts Growth A GL EQ LUX 10/17 USD 20.91 –54.8 –56.4 –17.5
Emg Mkts Growth B GL EQ LUX 10/17 USD 17.93 –55.2 –56.8 –18.3
Emg Mkts Growth I GL EQ LUX 10/17 USD 22.95 –54.5 –56.1 –16.8
Eur Blend A EU EQ LUX 10/17 EUR 9.90 –43.8 –48.1 –23.6
Eur Blend I EU EQ LUX 10/17 EUR 10.09 –43.4 –47.6 –23.0
Eur Growth A EU EQ LUX 10/17 EUR 6.14 –41.0 –44.4 –19.7
Eur Growth B EU EQ LUX 10/17 EUR 5.59 –41.5 –44.9 –20.5
Eur Growth I EU EQ LUX 10/17 EUR 6.63 –40.6 –44.0 –19.0
Eur Income A EU BD LUX 10/17 EUR 5.50 –17.8 –19.1 –9.8
Eur Income A2 EU BD LUX 10/17 EUR 9.84 –17.6 –18.9 –9.8
Eur Income B EU BD LUX 10/17 EUR 5.50 –18.2 –19.7 –10.5
Eur Income B2 EU BD LUX 10/17 EUR 9.23 –18.0 –19.5 –10.5
Eur Income I EU BD LUX 10/17 EUR 5.50 –17.4 –18.6 –9.3
Eur Strat Value A EU EQ LUX 10/17 EUR 7.43 –46.8 –51.9 NS
Eur Strat Value I EU EQ LUX 10/17 EUR 7.54 –46.3 –51.4 NS
Eur Value A EU EQ LUX 10/17 EUR 7.62 –45.2 –49.8 –25.4
Eur Value B EU EQ LUX 10/17 EUR 7.10 –45.6 –50.3 –26.2

Eur Value I EU EQ LUX 10/17 EUR 8.72 –44.8 –49.4 –24.8
Gl Balanced (Euro) A EU BA LUX 10/17 USD 13.17 –38.1 –38.7 NS
Gl Balanced (Euro) B EU BA LUX 10/17 USD 12.98 –38.6 –39.4 NS
Gl Balanced (Euro) C EU BA LUX 10/17 USD 13.10 –38.3 –39.0 NS
Gl Balanced (Euro) I EU BA LUX 10/17 USD 13.29 –37.8 –38.3 NS
Gl Balanced A US BA LUX 10/17 USD 13.57 –34.5 –36.2 –14.7
Gl Balanced B US BA LUX 10/17 USD 13.06 –35.0 –36.8 –15.6
Gl Balanced I US BA LUX 10/17 USD 13.96 –34.1 –35.7 –14.1
Gl Bond A US BD LUX 10/17 USD 8.30 –7.2 –5.9 –0.2
Gl Bond A2 US BD LUX 10/17 USD 13.67 –7.0 –5.9 –0.1
Gl Bond B US BD LUX 10/17 USD 8.30 –8.0 –6.9 –1.2
Gl Bond B2 US BD LUX 10/17 USD 12.11 –7.8 –6.8 –1.1
Gl Bond I US BD LUX 10/17 USD 8.30 –6.8 –5.4 0.4
Gl Conservative A US BA LUX 10/17 USD 13.30 –20.7 –21.3 –7.4
Gl Conservative A2 US BA LUX 10/17 USD 14.61 –20.7 –21.4 –7.4
Gl Conservative B US BA LUX 10/17 USD 13.28 –21.3 –22.2 –8.3
Gl Conservative B2 US BA LUX 10/17 USD 14.06 –21.3 –22.1 –8.3
Gl Conservative I US BA LUX 10/17 USD 13.31 –20.3 –20.8 –6.9
Gl Eq Blend A GL EQ LUX 10/17 USD 9.54 –49.2 –51.8 –24.0
Gl Eq Blend B GL EQ LUX 10/17 USD 9.06 –49.6 –52.3 –24.8
Gl Eq Blend I GL EQ LUX 10/17 USD 9.96 –48.9 –51.4 –23.4
Gl Growth A GL EQ LUX 10/17 USD 35.07 –49.3 –50.6 –22.3
Gl Growth B GL EQ LUX 10/17 USD 29.63 –49.7 –51.1 –23.1
Gl Growth I GL EQ LUX 10/17 USD 38.57 –48.9 –50.2 –21.7
Gl High Yield A US BD LUX 10/17 USD 3.26 –27.8 –28.4 –10.6
Gl High Yield A2 US BD LUX 10/17 USD 6.18 –27.5 –28.4 –10.5
Gl High Yield B US BD LUX 10/17 USD 3.26 –28.4 –29.2 –11.4
Gl High Yield B2 US BD LUX 10/17 USD 10.06 –28.0 –29.1 –11.4
Gl High Yield I US BD LUX 10/17 USD 3.26 –27.5 –28.1 –10.1

Gl Value A GL EQ LUX 10/17 USD 8.89 –49.3 –53.1 –25.8
Gl Value B GL EQ LUX 10/17 USD 8.27 –49.7 –53.6 –26.5
Gl Value I GL EQ LUX 10/17 USD 9.37 –48.9 –52.7 –25.2
India Growth A EA EQ LUX 10/17 USD 58.56 –57.6 –51.5 –9.7
India Growth B EA EQ LUX 10/17 USD 50.66 –57.9 –52.0 –10.5
India Growth I EA EQ LUX 10/17 USD 60.39 –57.5 –51.4 –9.4
Int'l Health Care A OT EQ LUX 10/17 USD 122.19 –25.5 –26.3 –11.1
Int'l Health Care B OT EQ LUX 10/17 USD 104.31 –26.1 –27.1 –12.0
Int'l Health Care I OT EQ LUX 10/17 USD 132.23 –25.0 –25.7 –10.4
Int'l Technology A OT EQ LUX 10/17 USD 80.38 –43.3 –45.8 –16.4
Int'l Technology B OT EQ LUX 10/17 USD 70.49 –43.8 –46.3 –17.2
Int'l Technology I OT EQ LUX 10/17 USD 89.27 –43.0 –45.3 –15.7
Japan Blend A JP EQ LUX 10/17 JPY 5683.00 –43.1 –48.9 –27.7
Japan Blend I JP EQ LUX 10/17 JPY 5792.00 –42.7 –48.4 –27.1
Japan Growth A JP EQ LUX 10/17 JPY 5913.00 –40.2 –46.5 –26.5
Japan Growth I JP EQ LUX 10/17 JPY 6027.00 –39.8 –46.1 –25.9
Japan Strat Value A JP EQ LUX 10/17 JPY 5441.00 –46.2 –51.5 –28.0
Japan Strat Value I JP EQ LUX 10/17 JPY 5532.00 –45.8 –51.1 –27.4
Real Estate Sec. A OT EQ LUX 10/17 USD 11.90 –40.4 –45.4 –27.3
Real Estate Sec. B OT EQ LUX 10/17 USD 11.01 –40.9 –45.9 –28.1
Real Estate Sec. I OT EQ LUX 10/17 USD 12.66 –40.0 –44.9 –26.7
Short Mat Dollar A US BD LUX 10/17 USD 7.35 –14.7 –16.0 –7.0
Short Mat Dollar A2 US BD LUX 10/17 USD 9.45 –14.6 –16.1 –6.9
Short Mat Dollar B US BD LUX 10/17 USD 7.35 –15.0 –16.4 –7.4
Short Mat Dollar B2 US BD LUX 10/17 USD 9.45 –14.9 –16.4 –7.4
Short Mat Dollar I US BD LUX 10/17 USD 7.35 –14.4 –15.6 –6.2

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
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5 MEI-Tsjechië MEI-Fondsenbeheer EURiNethrlnds –15.92 –6.30 13.22 25.90
en Slowakije Fonds Acc B.V.

5 Skarbiec FIO SKARBIEC TFI S.A. PLNiPoland –30.62 –29.25 –2.10 13.71
Sub Zrównowazony Waga Acc

NS Reconstruction New Europe Capital EURiCayman Isl –42.68 –38.20 –0.19 NS
Capital II ORD EUR Limited

4 MC Premium Valartis Asset EURiLuxembrg –38.15 –40.75 –6.67 15.55
Eastern Europ Eqs A Acc Management S.A.

NS Loewen Inv Löwenfonds AG EURiLiechtnstn –44.66 –41.31 NS NS
Fd EE Russia CtAs Acc

4 Alpha Tr Alpha Trust MFMC EURiGreece –42.08 –42.69–10.41 8.39
Emerg Europe Foreign Eq Fd Acc

NS JT Baltic JT investiciju LTL iLithuania –43.57 –45.08–10.09 NS
Fund of Funds I Acc valdymas UAB

5 Skarbiec FIO SKARBIEC TFI S.A. PLNiPoland –44.93 –46.13 –9.43 17.81
Sub Akcja Acc

NS Stelphia Stelphia Asset EURiFrance –46.75 –47.17–11.79 NS
Convergence Actions Acc Management

NS Bancaja Bancaja Fondos EURiSpain –48.28 –47.42–14.67 NS
Europa del Este FI Acc

Nissan paces Tokyo’s gain;
Hong Kong, Mumbai climb
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India cuts key loan rate
In shift, central bank
looks to stoke growth,
not fight inflation

FUND SCORECARD
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By V. Phani Kumar

MARKETWATCH.COM

HONG KONG—Asian markets
mostly advanced Monday, with Jap-
anese indexes ending sharply
higher as bargain buyers scooped
up beaten-down stocks, while Hong
Kong and Mumbai snapped out of
three-session losing streaks.

In South Korea, financials
broadly advanced
after the govern-
ment said Sunday
it will back as much
as $100 billion of

banks’ foreign-currency debt.
Tokyo’s Nikkei Stock Average of

225 companies finished up 3.6% at
9005.59. The broader Topix index
added 3.7% to 927.37.

Shares of Nissan Motor jumped
8.9% on attractive valuations. Even
after Monday’s surge, the stock of-
fered a dividend yield of nearly 8%.
Bargain buyers also snapped up Mit-
subishi UFJ Financial Group, which
rose 5.3%, and property major Mit-
sui Fudosan, which climbed 5.2%.

Hong Kong’s Hang Seng Index
closed up 5.3% at 15323.01, while the
Hang Seng China Enterprises Index

advanced 6.2% to 7441.13. China’s
Shanghai Composite finished up
2.3% at 1974.01.

The advance was led by Indus-
trial & Commercial Bank of China,
which gained 6.7%, while Sun Hung
Kai Properties rose 5.4%. China Con-
struction Bank was up 4.9%.

In Seoul, the Kospi rose 2.3% to
1207.63 after a roller-coaster ride.
Shares of Woori Finance Holdings
gained 1%, Shinhan Financial Group
rose 5.3% and Korea Exchange Bank
added 3.3%. Shipbuilding stocks
dropped, however, on worries about
slowing global economic growth,
with Daewoo Shipbuilding & Marine
Engineering falling 1.6% and Hyun-
dai Mipo Dockyard slumping 4.1%.

India’s Sensitive Index rose 2.5%
to climb back above 10000 at
10223.09. “Monetary policy easing,
slowing growth and global commod-
ity price falls are likely to alter In-
dia’s economic fundamentals in a
highly unforeseen way in the next 12
months,” Credit Suisse analysts
said in a report.

Australia’s S&P/ASX 200 jumped
4.3% to 4142.30. BHP Billiton rose
7.7% and Rio Tinto surged 5.9%.

By Jackie Range

And Vibhuti Agarwal

NEW DELHI—India’s central
bank cut a key lending rate for the
first time in more than four years,
escalating its efforts to increase li-
quidity in the financial system and
making what economists saw as a
shift from fighting inflation to
boosting growth.

“The global financial situation
continues to be uncertain and unset-
tled,” the Reserve Bank of India said
Monday. It cut the repurchase rate—
the rate at which the central bank
lends money to other banks—by
one percentage point to 8%, the
first reduction since March 2004.

The move is the latest in a slew
of measures aimed at putting liquid-
ity back into India’s financial sys-
tem, as the nation, along with oth-
ers, tries to mitigate the global
credit crunch. On Monday, Viet-
nam’s central bank also cut its
benchmark interest rate—despite
high inflation—by one percentage
point to 13%. Vietnam is also pursu-
ing other measures to encourage
bank lending.

India’s central bank already has

cut the amount of cash banks must
leave on hand with it, the govern-
ment has raised a ceiling on foreign
investment in Indian corporate
bonds, and the Indian capital mar-
kets regulator has relaxed a ban on
a form of foreign investment.

Monday’s interest-rate cut sur-
prised some economists, who had
been expecting a smaller reduction
at the bank’s monetary policy re-
view Friday.

“With this move, the RBI has de-
cisively come on the side of
growth and financial stability
against inflation, and we expect
this bias to continue,” said Tushar
Poddar, vice president of Asian
economic research at Goldman

Sachs in Mumbai.
Headwinds affecting Indian eco-

nomic growth have been strength-
ening: Industrial output in August
slumped to its slowest pace of ex-
pansion in more than a decade, and
the country’s airline industry is in
turmoil. Such factors are particu-
larly sensitive ahead of state elec-
tions this year and a general elec-
tion expected early next year.

Speaking in Parliament Monday,
Prime Minister Manmohan Singh
said the country should be prepared
for a temporary slowdown, and that
the country’s growth could slow to
7%. India is feeling the ripple effect
of the crisis and the government
has taken steps to control it, he
said.

Despite the global financial tur-
moil and Monday’s interest-rate
cut, the central bank’s roughly
21,000 employees have called for a
nationwide strike Tuesday that
could disrupt the financial system.

A strike would be “illegal” and
“uncalled for,” according to the RBI.
“This mass casual leave will cause
disruption of work, including pay-
ment and settlement issues,” said
Rupambara Padhi, a bank spokes-
woman.

Members of the United Forum of
Reserve Bank Officers and Employ-
ees are demanding a review of pen-
sions.

 —Subhadip Sircar in Mumbai
contributed to this article.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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By David Gauthier-Villars

PARIS—The chief executive of
French bank Groupe Caisse
d’Epargne resigned on Sunday, say-
ing he took “full responsibility” for
a Œ600 million ($804.4 million) loss
the bank posted last week due to a
“trading mistake.”

“This loss was the result of the mar-
ket’s exceptional volatility during this
period and of a violation of instruc-
tions,” said Charles Milhaud in a state-
ment announcing his resignation.

“Nonetheless, I accept full re-
sponsibility for it.”

Deputy CEO Nicolas Merindol
will also leave his post, according to
a bank spokesman. Another execu-
tive, Julien Carmona, will resign
from the executive board but will re-
tain his duties as financial chief, the
spokesman said.

The 190-year-old Caisse
d’Epargne, regarded as one of
France’s safest financial havens, an-
nounced the loss on Friday, prompt-
ing the French Finance Ministry to
order an audit of all of the country’s
banks.

French President Nicolas
Sarkozy also said publicly that
Caisse d’Epargne managers at all
levels should be held accountable.

The bank’s board met for several
hours on Sunday to discuss, among
other things, the possible departure
of some executives in the wake of
the loss, the bank’s spokesman said.

News of the loss, the third inci-
dence of irregular trading disclosed
by a French bank in little more than
a year, risks undermining efforts by
France and governments world-
wide to restore confidence in the glo-
bal financial industry.

Caisse d’Epargne CEO resigns
over $804 million trading error

Extreme-sports retailer Adren-
alina went public with an offer to ac-
quire larger casual-clothing rival Pa-
cific Sunwear of California Inc. for
$300 million.

The $4.50-a-share offer is a 24%
premium to PacSun’s closing price
Friday but below where its shares
traded as recently as two weeks ago.
Shares of the Anaheim, Calif., com-
pany have tumbled 71% this year. Pac-
Sun shares were up 15 cents, or 4.1%,
at $3.77 in late day trading Monday
on the Nasdaq Stock Market. Shares
of Adrenalina of North Miami Beach,
Fla., were up 25 cents, or 21%, at
$1.45 on the OTC Bulletin Board.

The offer was made in a letter Fri-
day to PacSun Chief Executive Sally
Frame Kasaks. PacSun officials
weren’t available for comment.

Adrenalina bids
for clothing rival
Pacific Sunwear
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AIG halts U.S. lobbying efforts U.S. leading-indicators index
shows first rise in 5 months

The world feels China’s declining growth
Businesses that rose
on country’s boom
are being hurt most

By Elizabeth Williamson

American International Group
Inc. said it will stop lobbying U.S.
lawmakers and regulators, after
coming under congressional pres-
sure and questioning over how it is
using more than $120 billion loaned
by the government to keep the com-
pany afloat.

The financial-services giant also
has canceled about 160 events
scheduled for coming months that
were to cost $80 million, AIG
spokesman Nick Ashooh said Mon-
day. Congressional overseers have
raised questions over a series of lav-
ish events thrown by AIG in the
days after its government rescue
last month, including a $440,000
weekend at a California spa for top
business producers.

“We’re reviewing all of our ex-
penses and activities. As part of that
we have suspended lobbying activi-
ties,” Mr. Ashooh said.

Sen. Dianne Feinstein (D., Calif.)

and Sen. Mel Martinez (R., Fla.)
wrote to AIG Chief Executive Ed-
ward Liddy on Friday, telling him
not to use its government loan to try
to roll back tougher mortgage-indus-
try licensing requirements and
other controls.

The Wall Street Journal reported
on Thursday that AIG was still en-
gaged in a state-by-state effort to
soften new federal regulations re-
quiring mortgage originators get li-
censes and provide extensive back-
ground information. Abuses and
fraud by mortgage originators
helped ignite the crisis that threat-
ened AIG with bankruptcy and
forced the federal intervention.

Sens. Feinstein and Martinez
sponsored the mortgage-oversight
legislation, which Congress passed
in July as part of a housing-industry
rescue package.

“AIG has spent millions to lobby
states to soften the licensing provi-
sions, even after taxpayers loaned
AIG more than $120 billion to pre-

vent its collapse precipitated by ex-
cessive risk-taking,” the senators
wrote in their Friday letter to Mr.
Liddy. “We find it unconscionable.”

Also on Friday, House Oversight
Committee Chairman Rep. Henry
Waxman (D., Calif.) wrote to Mr.
Liddy, asking for, among other
things, information on any events
held by the company since Jan. 1,
2008, through the next six months.

As part of its internal review,
Mr. Ashooh said on Monday, Mr.
Liddy has told employees that any
personal expenses incurred during
the California spa weekend must be
reimbursed.

Mr. Ashooh said that for now,
AIG isn’t closing any of its lobbying
offices, but that work-force reduc-
tions would be part of the compa-
ny’s restructuring.

“We’re not suspending lobby-
ing as a cost-saving measure but as
part of an overall review of what ac-
tivities we should be involved in,”
he said.

By Andrew Batson

And Ian Johnson

BEIJING—China’s booming econ-
omy is cooling more rapidly than
most forecasters had expected, un-
dermining hopes that Chinese de-
mand could help keep the global
economy humming even as the de-
veloped world grinds through a fi-
nancial crisis.

China’s statistics bureau reported
Monday that economic growth
slowed to a year-to-year expansion
of 9% in the third quarter, down from
10.1% in the second and 10.6% in the
first quarter. Average growth for the
year to date is now at 9.9%, and with
the slowdown continuing, China is
likely to report its first year of
growth below 10% since 2002.

“The global financial crisis has al-
ready struck a severe blow to investor
and consumer confidence in many
countries around the world, and
China is not an exception,” Li
Xiaochao, spokesman for the National
Bureau of Statistics, told reporters.

China has already cut interest
rates twice since September, and
the worse-than-expected recent
data are likely to accelerate the gov-
ernment’s drive to sustain the ex-
pansion. Many economists now fore-
cast Chinese growth will fall as low
as 8% next year, the lowest rate for
China since the aftermath of the
Asian financial crisis.

The businesses that have bene-
fited from China’s outsized growth—
including German machine tool-
makers, Japanese construction-
equipment producers and raw-mate-
rial suppliers around the globe—
have been feeling the pinch. Com-
modity prices have plunged in re-
cent weeks as markets discount the
prospects for both China’s expan-
sion and demand from rich coun-
tries like the U.S. and Japan.

The slowdown highlights how,
for all of its show-stopping growth
in recent years, China has yet to
achieve the kind of scale needed to
single-handedly drive the global
economy. China ranks 100th in the

world in terms of per-capita income,
and accounts for 6% of the global
economy at market-exchange rates.
After adjusting for purchasing-
power parity, as many economists fa-
vor, China still accounts for only
about 10% of the world economy.

“They can be something of a
driver, but what happens in the
other 90% is going to matter more,”
says Nicholas Lardy of the Peterson
Institute of International Econom-
ics. And though its financial system
remains largely insulated from the
credit crunch, China clearly has
problems of its own. “Everything is
moving in the wrong direction in
terms of sustaining growth,” Mr.
Lardy says.

Exports are rapidly softening as
demand from big customers like the
U.S. and Europe drops. That’s hap-
pening just as a downturn in China’s
property market threatens to take a
further toll on growth. While infra-
structure spending is continuing to
boom, and Chinese consumer spend-
ing has held up well, an overall slow-
down seems likely. Industrial shut-
downs for the Beijing Olympics got
the blame for weak August data, but
a further slowdown in output in Sep-
tember suggests that the weakness
was broader.

Chinese growth, to be sure, re-
mains extraordinarily high by world
standards and looks likely to stay
so. But China’s domestic demand
simply isn’t big enough to replace
the enormous role played by the
U.S. While China’s 1.3 billion people
collectively consumed about $1.2
trillion last year, America’s 300 mil-
lion people consumed $9.7 trillion.

China remains a large net ex-
porter: During January to Septem-
ber, for example, China exported
$181 billion more than it imported.

“The math just doesn’t add up,”
says Stephen Roach, chairman of
Morgan Stanley in Asia. “China is
still a relatively poor country. They
might be able to cushion the blow a
little bit, but not a lot.”

For those who produce the goods
that China does need—mainly raw
materials and machines to build its
houses and factories—the Chinese
boom has been welcome. Germany,
for example, has retained its crown
as the world’s largest exporting na-
tion in part by selling industrial
equipment to China.

According to German trade-in-
dustry statistics, in the first seven
months of this year, exports to
China of machines and machine
parts were up 20% year from a year
earlier. That makes China Germa-
ny’s second-most important market
for machinery, behind the U.S.
“China has its own dynamic,” says
Olaf Wortmann, an economist with
the VDMA engineering association,
who believes export growth to
China can stay in the 10% range even
with the slowdown.

That’s good news, given the over-
all global downturn. But China’s de-
mand has its limits. China is a major
buyer of German industrial equip-
ment but not of other German prod-
ucts. Overall, China is only Germa-
ny’s 11th-biggest market—a modest
3% of Germany’s Œ969 billion in to-
tal exports last year. That’s clearly
not enough to power the whole econ-
omy: Germany’s growth rate is slip-
ping below 2% this year and is likely
to be zero next year.

Since the winners from China’s
boom have been disproportionately
in businesses tied to the construc-
tion and investment cycle, the cur-
rent slump in the property market is
taking an outsized toll in those sec-
tors. As housing sales fall and devel-
opers cut back on new projects, de-
mand for the steel, cement and cop-
per that go into new buildings has
weakened. China’s domestic steel
prices have plunged in recent
weeks, and some smaller producers
are going out of business. Fer-

roChina Ltd., a Singapore-listed
steelmaker, went into receivership
earlier this month after it was un-
able to pay its creditors.

Even in the machine-exporting
sector, companies have noticed Chi-
na’s slowdown. Uwe Geilker, a mem-
ber of the executive board at Desch
Antriebstechnik GmbH in the Ger-
man city of Arnsberg, says China
has become an increasingly impor-
tant market for his company’s
gears, press drives, clutches and
other components. But this year, ex-
port orders have plunged. The big-
gest drop is from the U.S., followed
by European countries. Though or-
ders from Asia and China have not
fallen, they aren’t picking up the
slack. Thus Desch expects revenues
and exports to “stagnate” next year,
says Mr. Geilker.

China’s slowdown is forcing ad-
justments in neighboring Asian na-
tions. Tosoh Corp., a major Japa-
nese chemical producer, has cut its
output of polyvinyl chloride—the
plastic building material better
known as PVC—by 15% from Septem-
ber. It was Tosoh’s first such move
in 10 years, and the company cited a
sharp decline in demand from China
as a reason.

For a while, orders for Japanese
machine tools from developing econ-
omies had been helping the indus-
try offset the sluggishness in its
home market and in the U.S. and Eu-
rope. But after falling for three
months this year, orders from China
plunged 24.6% in September, accord-

ing to the Japan Machine Tool Build-
ers’ Association. Shares in Ko-
matsu, Japan’s largest machinery
company, have shed nearly 70% of
their value since their June peak.

Mr. Li of China’s statistics bu-
reau says he expects the interna-
tional financial crisis to take a fur-
ther toll on both inflows of foreign
investment, and exports—two im-
portant drivers of growth in re-
cent years. Inflation has, however,
come down sharply, to 4.6% in Sep-
tember from a peak of 8.7% in Feb-
ruary. That has allowed the govern-
ment to switch policy toward sup-
porting growth, and officials have
signaled that more measures are
on the way.

“We must also recognize that
China has the ability to ward off this
impact. China has a lot of room to
maneuver in policy, including fiscal
policy, monetary policy, structural
policy and industrial policy,” Mr. Li
says, pointing to the nation’s high
savings rate and a banking system
flush with cash.

The State Council, China’s high-
est government body, issued a
statement Sunday night saying it
will “take flexible and prudent eco-
nomic policies, and quickly pub-
lish targeted tax, credit and trade-
related measures to continue to
maintain the stable and rapid
growth of the economy.” In addi-
tion to further interest-rate cuts
and tax breaks for exporters, ana-
lysts expect that the government
will look to infrastructure and
housing for a growth boost—much
as it did in 1998 when trying to
ward off the Asian financial crisis.

“Even though the Chinese gov-
ernment says that it will try to boost
economic growth, it takes some
time until actual demand in-
creases,” says Kim Woo-kyung,
spokeswoman for SK Energy Co., a
South Korean petrochemical com-
pany. Its exports of petroleum prod-
ucts to China have already dropped
35% in volume in the first eight
months of this year. The most SK En-
ergy can hope for from the China
market, she says, is that demand
does not fall any further.
 —Peter Stein in Hong Kong,

Mike Esterl in Frankfurt,
SungHa Park in Seoul

and Miho Inada in Tokyo
contributed to this article.

ECONOMY & POLITICS

* IMF forecast 

Sources: National Bureau of Statistics (GDP growth); International Monetary Fund (Shares of world GDP) 

No savior
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China is still a small part of the world economy, and its growth rate is also 
slowing below trend

By Kathleen Madigan

The U.S.’s composite index of
leading indicators increased 0.3% in
September to 100.6, the first in-
crease in five months, according to
preliminary estimates by the Confer-
ence Board.

The leading index for August
was revised downward to show a
drop of 0.9%, instead of the 0.5%
drop reported earlier. During the six
months ended in September, the in-
dex declined 1.3%.

Six of the 10 indicators rose in
September. The largest positive con-
tributors to the index were real
money supply, consumer expecta-
tions and the interest-rate spread.
The most significant negative con-
tributors were jobless claims and
building permits.

The index was equal to 100 in 1996.
“The latest data suggest that con-

ditions in the nonfinancial economy
are not falling apart,” said Ken Gold-
stein, labor economist at the Confer-
ence Board. “Data on hand reflect a
contracting economy but not one in
free fall.”

The Conference Board also re-
ported that the composite index of
coincident indicators fell 0.5% in Sep-
tember, to 106. Industrial produc-
tion had the largest negative contri-
bution. However, part of the output
decline reflected plant shutdowns
because of two hurricanes on the
U.S. Gulf Coast and the strike at Boe-
ing Co. That index was at 100 in 1992.

The coincident index fell 0.2% in
September. For the six months ended
in September, the index was up 0.2%.

The Conference Board is a non-
profit research and business mem-
bership group that computes the
composite indexes from the U.S. De-
partment of Commerce.
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Credit crunch leaves glass ceiling intact
Survey finds women
in financial services
fear crisis’s impact

Note: From a survey of 1,350 females working in asset management, private equity, hedge funds,
investment banking, exchanges and securities trading.

Source: Financial News

With or without the program
A survey of  women in the financial-services industry shows that 
a significant number of female employees don't have access to, 
or don't use, diversity programs.

It has made an essential 
contribution to my 
career progression
2.1% 

My company does not have 
any such program
45.1% 

I have never tapped into
my comany’s program

22.5% 

It has not been useful 
to my career but I feel 

obliged to take part
11.2% 

It has been a useful 
way to network

19.1% 

If your company has a diversity program or women’s networking forum,
how useful is it to your career?

www.efinancialnews.com

By Yasmine Chinwala

N EARLY THREE-QUARTERS of
women working in the finan-
cial-services industry believe

the credit crisis will push equality in
the workplace down the business
agenda, according to Financial
News’s Women in Finance survey.

More than half the 1,350 female
respondents working in asset man-
agement, private equity, hedge
funds, investment banking, ex-
changes and securities trading,
said that in the short term, busi-
nesses wouldn’t prioritize sexual
equality, while 18% said the agenda
had shifted to efficiency at all
costs. Only 28% believed the mar-
ket turmoil wouldn’t affect the im-
portance businesses attach to
equality.

Charlotte Crosswell, president
of Nasdaq OMX Inc.’s trading plat-
form Nasdaq OMX Europe, said, “Ev-
erything is on the fringe now, not
just the female agenda. Companies
recognize the issue, and won’t take
anything away from it, but the most
important thing is to cut costs and
get through this crisis.”

The survey backs findings in a re-
port from the U.K. government’s
Equality and Human Rights Commis-
sion last month, which found the
number of women in the most se-
nior positions has fallen in 12 out of
its 25 industry categories and re-
mained stagnant in five.

The Women in Finance survey—
whose respondents came from
across Europe, but mainly from the
U.K.—found that more than half of
women working in financial ser-
vices feel they need to work harder
than their male counterparts in or-
der to be considered to have
achieved as much by managers.
Nearly 60% believed their gender
made it harder to succeed and just
3.5% felt being a woman made it eas-
ier to succeed.

A third of respondents worked in

investment banking, nearly a fifth
in asset management, another fifth
in financial technology, 10% in law
and about 5% in each of private eq-
uity, hedge funds, wealth manage-
ment and securities trading.

The first wave of corporate gen-
der policies were focused on access
to the workplace. Now companies
are fostering ways to increase the
hiring, retention and promotion of
female executives, pushing them
through the proverbial glass ceil-
ing.

Many financial institutions have
tried to counter their male-domi-
nated culture with diversity initia-
tives, such as women’s networking
groups. A European Commission
study showed that 58% of compa-
nies with diversity programs re-
ported higher productivity as a re-
sult of improved employee motiva-
tion and efficiency, and 62% said the
programs helped attract and retain
talented people.

Yet 45% of women in the Women
in Finance survey said their com-
pany did not have any such program
and that figure rises to more than
70% in both private equity and
hedge funds. Not that the presence
of such forums necessarily equates
to boosting women in the workplace—
only 2% said it had made a valuable
contribution to their career progres-
sion and more than a fifth said they
had never become involved in their
companies’ program.

“I don’t want to be treated any
differently. Over-promotion of di-
versity forums can be counterpro-
ductive as women want to be seen
as equals,” said Ms. Croswell.

“If the correct attitude towards
women is established by the senior
management, this will permeate
through the business and without
this culture of equality a women’s
networking forum is only going to
become a complaints forum with lit-
tle impact,” said Kim McFarland,
global chief financial officer of In-
vestec Asset Management, which
employs 100 investment profession-
als and doesn't have a diversity pro-
gram.

A report last month from man-
agement consultancy McKinsey
said policies of human resources de-

partments can inadvertently hold
women back, “Internal processes
for identifying high-potential em-
ployees, for example, often focus on
managers between the ages of 28
and 35.” Such an approach rein-
forces the glass ceiling women face
in breaking into the most senior
management roles. Broadening the
parameters to include years of em-
ployment at a company—thus tak-
ing into account time spent on ma-
ternity leave, which sometimes

lasts as long as two years in Europe—
can ensure the evaluation processes
don’t overlook qualified women,”
the report said.

Three-quarters of the those in
the Women in Finance survey didn’t
have children despite a fairly even
distribution of time spent working
in the industry, indicating that a sig-
nificant number of women are
choosing to delay having children
and then not returning to work hav-
ing had them. Two thirds of respon-

dents felt it was possible but a strug-
gle to have a family and a successful
career in financial services, while
22% said the combination was un-
likely, as either family or career or
both would suffer.

When it came to forming views
of whether or not a company treats
women fairly, the attitude of senior
managers was considered vital.
Some 64% per cent of women rated
the attitude of bosses as the most
important factor, followed by pay at
53% and the presence of female role
models at 44%.

Mentoring has also become in-
creasingly important as a key way
to promote women and retain them
in executive positions. “Successful
female role models are critical to in-
spire younger people and a highly
regarded mentor, either male or fe-
male, is one of the principal drivers
for success within a large organiza-
tion,” said Nadja Pinnavaia, a
former managing director at Gold-
man Sachs and chief executive of
Principalis Asset Management
LLC.

Three-quarters of Ms. Pinnava-
ia's employees are women. “In build-
ing Principalis, we needed the best
people, with a variety of skill-sets,
flexibility and the ability to commu-
nicate. We came across many tal-
ented people,” she said. “It just so
happened that 75% of them are
women. So should we have a diver-
sity program for men?”

— 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 Elizabeth Pfeuti

Directors at companies across
Europe have this month increased
the amount of shares they bought in
their own companies, a possible in-
dicator that they believe the bottom
of the market may soon arrive.

Data from German stock ex-
change Deutsche Börse AG and in-
dependent research firm 2iQ Re-
search showed 15 times more direc-
tors across Europe bought shares
in their own companies rather than
sold them in the month to Oct. 17,
compared to an average of six
times as many through the rest of
the year.

German directors bought around
125% more stock than they sold. In
the U.K., 10 times more stock was
bought than sold by directors.

“Historically, when this type of
turnaround occurs, it signals a
change in the market. It is too early

to absolutely declare we have hit
the bottom, but these figures are a
good sign directors believe there is
no further to fall,” said Patrick
Hable, managing partner at 2iQ Re-
search in Frankfurt.

However, directors in the finan-
cial sector have yet to feel the confi-
dence of their peers in other sec-
tors. Directors in the financial-ser-
vices sector bought just over 95 mil-
lion shares in their own companies,
but they sold more than 203 million
shares.

Directors signal optimism
by buying their firms’ shares
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