
Central bankers signaled Euro-
pean interest rates are likely to
head lower soon as the finan-
cial crisis nudges the Continent
closer to recession. Expecta-
tions of more cuts pushed the
euro to a two-year low, and the
pound hovered around the five-
year low. Sweden’s central bank
cut its key rate a half point to
3.75% Thursday. Pages 1, 20

n Greenspan admitted errors
in assumptions about deregula-
tion in testimony to Congress.
He said he isn’t personally re-
sponsible for the crisis. Page 2

n German banks face a big bill
following their loans, roughly
five times as much as Britain,
to Icelandic borrowers. Page 1

n OPEC faces its toughest deci-
sion in a decade, as ministers
meet in Vienna where a produc-
tion cut is widely expected.
Nymex crude prices rose 1.6%
to $67.84 a barrel. Page 3

n Credit Suisse Group posted
a net loss for the third quarter
and said it would accelerate
plans to trim risk and make
earnings less volatile. Page 17

n U.S. stocks rose after an up-
and-down day, sending the Dow
to a 172.04-point gain. European
markets were mixed. Page 18

n Swedish banks took a hit
amid the financial crisis. Third-
quarter profit fell at Nordea,
Swedbank and SEB. Page 19

n GM and Chrysler will need
government, union and share-
holder support if they are to
reach a merger agreement. Page 4

n Daimler cut its 2008 earn-
ings forecast for the second
time, as the auto maker swung
to a first-quarter profit. Page 5

n Nestlé raised its revenue out-
look for the year, as the food
company’s pricing strategy con-
tinues to pay off. Page 7

n Renault said its revenue fell
2.2% and issued a profit warn-
ing, as the financial crisis hurts
car makers in Europe. Page 5

German banks
face big bills
on Iceland bet

S&P said it could soon cut Rus-
sia’s credit ratings because the
rising cost of the Kremlin’s finan-
cial bailout could strain its fi-
nances. The warning came as the
ruble hit a two-year low against
the dollar even as the central
bank has spent tens of billions of
dollars from its reserves to de-
fend the currency. Page 1

n A European court ruled that
the EU wrongly blacklisted an
Iranian opposition group, add-
ing fuel to accusations that the
bloc has used its terrorist list
to appease Tehran. Page 9

n Georgia said Russia deployed
2,000 extra troops in South Os-
setia in the past week, but Mos-
cow dismissed the claim.

n A jailed Chinese dissident
won a rights award given by Eu-
ropean lawmakers, despite warn-
ings from China that it would
consider it an affront. Page 9

n The U.S. handed security duty
for Babil to Iraq. In Baghdad, a
bomber hit the labor minister’s
convoy, killing at least nine.
The minister was unharmed.

n Suspected U.S. missiles
struck a Taliban-linked school
in Pakistan, killing nine people,
officials said, in an apparent
sign of U.S. frustration with
the country’s antiterror efforts.

n A roadside bomb hit a U.S.
coalition vehicle in western Af-
ghanistan, killing three troops,
while 18 Taliban fighters died
in other clashes, officials said.

n Israel’s premier-designate
gave her potential coalition
partners three days to join a
new government under her
leadership or face new elections.

n A top aide to Greece’s prime
minister resigned from the cabi-
net over a land-swap scandal.

n Traders and investors dem-
onstrated outside Kuwait’s
stock exchange, demanding the
government halt trading after
another market slide. Page 21

n An Italian military helicopter
crashed in northeastern France,
killing all eight people on board.

n The European Parliament de-
nounced the famine that killed
millions of Ukrainians in the ’30s
as a crime against humanity.

n The French navy captured nine
pirates near the Gulf of Aden.

Interest-rate cuts loom
as recession fears mount
Investors anticipate
half-point decreases
throughout Europe

Warning on credit rating
stirs anxiety in Russia

Editorial&Opinion

Falling further
The European Central Bank and Bank 
of England are likely to cut their key
rates further amid weakening growth 
and lower inflation

Sources: European Central Bank; Bank of England;
U.S. Federal Reserve

0

1

2

3

4

5

6%

'082007

BoE
4.5%

ECB
3.75%

U.S.
Fed
1.5%

German banks have bled bil-
lions of euros in the U.S. subprime-
mortgage debacle. Now they face
another potentially big bill from a
costly misadventure in Iceland.

The Icelandic bet is the latest il-
lustration of how German banks—

including once-sleepy regional
lenders—ranged far and wide in re-
cent years in search of yield to es-
cape stiff competition and low
profit margins on their home soil.

By June of this year, before Ice-
land’s spectacular financial melt-
down, German financial institu-
tions had lent $21.3 billion to Ice-
landic borrowers, according to the
Bank for International Settle-
ments. That was well over a quar-
ter of all foreign lending in Iceland,
and roughly five times as much as
Britain, the next-largest creditor
country.

Iceland’s three largest banks—
and the country’s main debtors—
collapsed this month, plunging the
country into crisis. Kaupthing
Bank, Iceland’s biggest, missed a
coupon payment this week on 50
billion yen ($512 million) of bonds
in Japan, heightening default con-
cerns.

Blaming fallout from the U.S. fi-
nancial crisis, lawmakers in Berlin
approved a Œ500 billion ($642 bil-
lion) rescue package for German
banks on Oct. 17. Bayerische
Landesbank, a state-owned re-
gional lender, became the first Ger-
man bank to raise its hand for help

Please turn to page 27

Russia’s shame
Businesses can’t trust Moscow
as long as Khodorkovsky
remains locked up. Page 13

Fo
r

in
fo

rm
at

io
n

or
to

su
bs

cr
ib

e,
vis

it
w

w
w

.se
rv

ice
s.w

sje
.co

m
or

ca
ll

+4
4

(0
)

20
7

30
9

77
99

—
Al

ba
ni

a
Lk

37
0.

00
-

Au
st

ria
Œ3

-
Be

lg
iu

m
Œ2

.9
0

-C
ro

at
ia

HR
K

20
-

Cz
ec

h
Re

pu
bl

ic
Kc

11
0

-
De

nm
ar

k
Dk

r
22

-
Fi

nl
an

d
Œ3

.2
0

-F
ra

nc
e

Œ2
.9

0
Ge

rm
an

y
Œ3

-G
re

ec
e

Œ2
.9

0
-H

un
ga

ry
Ft

53
0

-I
re

la
nd

(R
ep

.)
Œ2

.9
0

-I
ta

ly
Œ2

.9
0

-L
eb

an
on

L£
40

00
-L

ux
em

bo
ur

g
Œ2

.9
0

-M
or

oc
co

Dh
24

-N
et

he
rla

nd
sŒ

2.
90

-N
or

w
ay

Nk
r2

7
-P

ol
an

d
Zl

10
.5

0
-P

or
tu

ga
lŒ

3
-S

lo
va

kia
Sk

10
0/

Œ3
.3

2
-S

pa
in

Œ2
.9

0
Sw

ed
en

kr
27

-
Sw

itz
er

la
nd

SF
4.

80
-

Sy
ria

S£
15

0
-

Tu
rk

ey
YT

L
4.

25
-

U.
S.

M
ilit

ar
y

(E
ur

)
$2

–
Un

ite
d

Ki
ng

do
m

£1
.4

0

7 7

What’s News—
Business & Finance World-Wide

*Since July 1, foreign securities in the reserves are calculated based on market prices

Sources: WSJ Market Data Group; Russian Central Bank 

Losing ground
How many U.S. dollars buy 
100 Russian rubles
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By Joellen Perry

FRANKFURT—European central
bankers signaled interest rates are
likely to head lower soon as the fi-
nancial crisis nudges Western Eu-
rope closer to recession.

Hints from European Central Bank
and Bank of England policy makers
Thursday spurred investors to in-
crease bets the banks will lower their
key rates by a half-percentage point at
meetings on Nov. 6.

Sweden’s central bank cut its key
rate to 3.75% from 4.25% Thursday
and said it expects to cut by another
half percentage point over the next
six months to offset the economic
impact of market turmoil.

The ECB, the U.K. central bank and
Sweden’s Riksbank took part in a sur-

prise, coordinated global rate cut on
Oct. 8 with the U.S. Federal Reserve,
lowering their key rates by a half per-
centage point. Now, with the Fed’s tar-
get rate at 1.5%, many economists ex-

pect the U.S. central bank to lower it
further at its meeting next week.

Expectations of more cuts by the
ECB, which makes monetary policy
for the 15 countries that share the
euro, pushed the currency to a fresh
two-year low of $1.2726 Thursday.
The pound hovered around the five-
year low of $1.6048 it hit Wednes-
day, and in New York Thursday after-
noon it was at $1.6108, down from
$1.6310 late Wednesday. Lower in-
terest rates can make currencies
less attractive to investors.

The prospect of lower Western
European interest rates contrasts
with expectations for Eastern Eu-
rope after Hungary’s central bank
raised its key rate in an emergency
meeting Wednesday. With investors
pulling out of riskier markets, Hun-
gary lifted its key rate by three per-
centage points to 11.5% to help
strengthen its currency, the forint.
The move temporarily didn’t signifi-
cantly check the forint’s slide Wd-
nesday and raised the possibility

Please turn to page 27

By Mike Esterl in Frankfurt
and Charles Forelle in Brussels

Money & Investing > Page 17

By Alan Cullison

And Gregory L. White

MOSCOW—In a blow to the
Kremlin’s efforts to project confi-
dence during the global economic
storm, Standard & Poor’s said it
could soon cut Russia’s credit rat-
ings because the rising cost of the
Kremlin’s financial bailout could
strain its once-bulletproof finances.

The warning comes as the ruble
fell to a two-year low against the dol-
lar even as the central bank has
spent tens of billions of dollars from
its reserves to defend the currency.
Worried about the financial tur-
moil, Russians have been convert-
ing ruble savings into dollars and eu-
ros, driving street exchange rates
lower than the official one.

With a rainy-day fund of more
than half a trillion dollars saved up
from its oil and gas revenues in re-
cent years, the Kremlin has sought
to portray Russia as better shel-
tered from the global storm than

most countries. But the sharp drop
in oil prices in the past few weeks,
reaching levels where Russia’s bud-
get and trade balance could fall into
deficits, have raised questions
about how long the Kremlin’s re-
serves will last.

Russia has in the past few days
been awash in rumors of a devalua-
tion of the ruble, whose stability has
been a much-touted achievement
since Vladimir Putin, who is now
prime minister, came to power as
president eight years ago. Worried
the selling could turn to a stampede,
government officials have issued a
flurry of denials, while some com-
mercial banks have begun to limit
the amount of foreign currency they
sell at exchange points.

This week saw unusually heavy
selling. An official from a major
Western bank said the central bank
will probably spend $20 billion to
slow the currency’s fall. On Thurs-
day, Russia’s central bank said its

Please turn to page 27
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When a state-backed nat-
ural-gas monopoly with a
lock on Europe’s central-
heating worries about fund-
ing, it is clear that the
credit crunch is indiscrimi-
nate.

The cost of insuring Gaz-
prom’s debt shot up to an
eye-watering 1,600 basis
points Thursday, according
to Markit, after the com-
pany said it might be hurt
by the turmoil in financing
markets.

It has joined other Rus-
sian energy companies in
asking the government for
an emergency loan facility
because of the near-col-
lapse of the Russian bank-
ing system.

Like Russia, Gazprom
has been penalized as en-
ergy prices fall. Spreads on
Russia’s sovereign debt are
also above 1,000 basis
points. That only puts more
pressure on Gazprom be-
cause the company subsi-

dizes the broader Russian
economy by selling gas do-
mestically for less than it
gets on export markets.

Neither Gazprom’s nor
Russia’s solvency appear to
be at stake right now. Gaz-
prom’s cash flows should
continue rising through the
end of the year, as price
gaps delay the effect of fall-

ing energy prices. The Krem-
lin has $516 billion in for-
eign-exchange reserves.

The bigger concern is
growth. Gazprom has to fi-
nance a mammoth capital-
spending program to bring
new fields on stream and
upgrade Russia’s rusty en-
ergy infrastructure. Capital
expenditure has more than
tripled in five years and is
forecast at nearly $20 bil-
lion in 2008. It has been
covered by its cash flow un-
til now. The absolute net
debt burden, $47 billion, is
large.

So 2009, when more
debt comes due and falling
energy prices crimp cash
flow, looks tough if credit
markets don’t thaw out.
Russia’s treasure chest is
large but not inexhaustible:
so far this month, it has
burned through more than
$47 billion. —Molly Neal

and Liam Denning

Until recently, the Interna-
tional Monetary Fund looked
analogous to postwar Brit-
ain, having lost a loan book
but not yet found a role.

Loans outstanding were
$19 billion on July 31, against
$105 billion five years ago.

Now the likes of Pakistan
and Iceland need loans. Like
many others’, the IMF’s for-
tunes have reversed as easy
credit and commodities
prices collapse. Until re-
cently, many developing

economies could either ex-
port surging commodities or
borrow cheaply from private
sources that rarely de-
manded austerity programs.

Liquidity is now at a pre-
mium. The IMF has more
than $200 billion to lend. The
Federal Reserve and Euro-
pean Central Bank have their
own fires to put out. Russia is
one obvious competing source
of capital but has its own bank-
ing crisis to deal with. In Latin
America, Venezuela is scaling

back lending to neighbors as
oil prices drop.

But it is Eastern Europe on
which the IMF should focus.
Besides Hungary and Ukraine,
other countries with yawning
current account deficits, large
external debts, and links with
the European Union’s finan-
cial institutions, such as the
Baltic states, look like acci-
dents waiting to happen. The
weak should stake their claim
to the IMF pot early.
 —Liam Denning

What ‘explicit’ guarantee on Fannie?

Weak nations should tap IMF. Now

James Lockhart, director
of the agency that oversees
Fannie Mae and Freddie
Mac, said in testimony the
government has provided
“an explicit guarantee to ex-
isting and future debt hold-
ers.” Really?

The legal agreements for
the government’s conserva-
torship of the firms seem to

say otherwise. A spokes-
woman for Mr. Lockhart
said as much as $100 billion
of preferred equity the gov-
ernment has pledged to in-
ject, if needed, into Fannie
and Freddie “is explicitly
guaranteed.” The U.S. says
it won’t allow the two firms
to become insolvent on the
basis of generally accepted

accounting principles.
That would mean more

to investors if Congress
hadn’t granted regulators
the authority to suspend
mark-to-market accounting.
Fannie and Freddie could be
solvent under this “new”
GAAP, even if they actually
have a negative net worth.
 — David Reilly

Even Gazprom feels it

Weakening rupee adds to India’s woes
Drop against dollar
is set to continue;
foreigners pull out

New Zealand launches record rate cut

By Niraj Sheth

NEW DELHI—The Indian rupee
weakened to a record low against
the dollar on Thursday, compound-
ing the financial woes of a nation
that should be a prime candidate to
help pull the world out of its eco-
nomic slump.

The currency has depreciated
26.5% against the dollar so far this
year, closing in local trading Thurs-
day at a 49.85 rupees. Analysts ex-
pect it soon to breach the psycho-
logically important level of 50 ru-
pees, possibly falling as far as 55 ru-
pees, and not to recover measur-

ably for up to six months.
Other currencies around the

world in slower-growing, smaller
economies have seen sharper de-
clines against the dollar. And a
weak rupee helps big Indian tech-
nology companies that export com-
puter services.

But its effect here of late has
been to compound the sense of
doom pervading India’s financial
markets. One reason for the rupee’s
weakness is the rapid withdrawal
of foreign investment from India’s
once-hot stock market. The bench-
mark Bombay Stock Exchange
Sensex index fell 3.9% on Thursday
to close at 9771.70. It is down 52%
so far this year.

Foreign investors have pulled
$11.96 billion from Indian stock mar-
kets this year, $2.84 billion of that
in October alone.

For India, foreign investment is

crucial not only to develop critical
infrastructure, but also to keep de-
mand for the rupee high to offset
the rise in imports from high con-
sumer demand.

“Capital will come back when
the financial crisis stabilizes,” says
Agam Gupta, head of trading at
Standard Chartered Bank in Mum-
bai. “I don’t see that happening in
the next three to six months.”

The Securities and Exchange
Board of India, the country’s stock-
market regulator, has asked big for-
eign investors licensed to trade in
India to help curb short-selling, or
bets that stocks will fall, Finance
Minister P. Chidambaram said on
Thursday. (Please see related arti-
cle on page M2.)

For some Indian investors suffer-
ing their first serious investment
slump, it’s proved too much. In re-
cent weeks, there have been re-

ports of at least five suicides stem-
ming from financial distress. On
Tuesday, Parag Tanna, a 34-year-
old stockbroker in Mumbai, stran-
gled his wife and later killed him-
self. A suicide note he wrote gave
the reason as “heavy financial du-
ress” after the market crash, the po-
lice said.

The rupee’s sudden drop has
come as a surprise to most inves-
tors and companies. In the technol-
ogy sector, which is especially vul-
nerable to currency fluctuations,
few companies hedged for the ru-
pee to drop below 45 to the dollar.
Those bad bets are now taking a toll
on tech companies’ profits.

Tata Consultancy Services Ltd.,
India’s largest outsourcer by sales,
lost 2.6 billion rupees—about $52.2
million—on hedging positions in
the quarter ended Sept. 30. That
loss led it to report a rise in net in-
come of just 1.5% to 12.71 billion ru-
pees ($260 million) from the year-
earlier quarter. Without the hedg-
ing losses, profit would have grown
21.5%.

The depreciation also hurts In-
dian companies that have taken out
loans in dollars. The interest on
those loans, which is valued in dol-
lars, effectively becomes more ex-
pensive as the rupee weakens. In-
dian companies hold about $221 bil-
lion of such loans, says Chetan
Ahya, an economist at Morgan Stan-
ley in Singapore.

Dollar-denominated imports,
such as oil, also become relatively
more expensive as the rupee weak-
ens. World oil prices have nearly
halved this year. But the drop in the
Indian currency has negated much
of the benefit the decline in oil
prices could have had, dealing a
blow to the nation’s airline industry
in particular.

The Indian central bank has
been reluctant to intervene to stem
the slide. But in recent days, it has
jumped in to try to minimize volatil-
ity. It has pumped nearly $80 bil-
lion of foreign reserves into the

market to boost the rupee this
week, but the effects have been min-
imal, analysts say.

“There’s a limit to what they can
do,” says Dharmakirti Joshi, princi-
pal economist at Mumbai ratings
agency Crisil.

The rupee’s sharp depreciation
this year contrasts with its 11.2%
rise against the dollar last year.
 —Vibhuti Agarwal

contributed to this article.

Out of gas
Gazprom’s daily closing
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By Rebecca Howard

And Simon Louisson

WELLINGTON—New Zealand’s
central bank Thursday slashed the of-
ficial cash rate an unprecedented full
percentage point to 6.5% as it sought
to buffer its ailing economy from glo-
bal financial shocks.

“Ongoing financial market tur-
moil and a deteriorating outlook for
global growth have played a large
role in shaping today’s decision,” Re-
serve Bank of New Zealand Gover-
nor Alan Bollard said in a statement.

The cut was the biggest since the
OCR was introduced in March 1999,
and follows a half-point cut in Sep-
tember. Mr. Bollard indicated the
central bank was likely to continue
easing. “Should the outlook for in-
flation evolve as projected we
would expect to lower the OCR fur-
ther,” Mr. Bollard said. He warned
the bank is still concerned that do-

mestically generated inflation is
“remaining stubbornly high.”

In a news conference following
the review, he said the bank had
opted to frontload the easing, given
the global turmoil. However, the
market “shouldn’t necessarily ex-
pect or anticipate or build in future
cuts of anything like this magni-
tude,” he said.

ANZ Bank senior economist
Khoon Goh said the bigger picture
points to the cash rate moving below
5% next year as depressed growth
and the grim global outlook are likely
to take the sting out of inflation.

The aggressive move came even
though inflation accelerated at its
fastest annual pace in nearly two de-
cades in the third quarter, reaching
5.1% from the year-earlier period.

However, the central bank chief
said: “With weaker short-term
growth and sharply lower oil prices,
we now expect that annual CPI infla-

tion will return to the target band of
1% to 3% around the middle of 2009.”

The Reserve Bank began easing
rates in July to prop up the domestic
economy, which has slipped into re-
cession for the first time in more
than a decade as domestic demand
has sunk under the strain of high in-
terest rates and soaring costs.

Some analysts expect the reces-
sion to extend until the end of this
year, and the treasury is predicting
the economy to be stagnant until the
middle of next year.

New Zealand is set to hold a Nov.
8 general election, which polls sug-
gest will end the Labour Party’s nine
years in government. The opposi-
tion center-right National Party has
advocated an aggressive rate cut to
boost the economy and has also sup-
ported emergency government mea-
sures to guarantee bank deposits.
 —Shri Navaratnam

contributed to this article.
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Former Federal Reserve Chairman Alan
Greenspan, left, admitted mistakes in
assumptions about deregulation.

Greenspan says he had ‘flaw’ in approach
Fed ex-chief admits
an error in stance
toward deregulation
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By Brian Blackstone

And Kara Scannell

WASHINGTON—Grilled by law-
makers examining the causes of the fi-
nancial crisis, former U.S. Federal Re-
serveChairmanAlanGreenspanThurs-
day admitted some mistakes in as-
sumptions about deregulation while
rejecting the idea that he is personally
responsible for what he termed a
“once-in-a-century credit tsunami.”

In testimony to the House Gov-
ernment Oversight Committee, Mr.
Greenspan acknowledged that the
crisis “has turned out to be much
broader than anything I could have
imagined. It has morphed from one
gripped by liquidity restraints to
one in which fears of insolvency are
now paramount.”

“Those of us who have looked to
the self-interest of lending institu-
tions to protect shareholders’ eq-
uity (myself especially) are in a
state of shocked disbelief,” accord-
ing to Mr. Greenspan.

The panel chairman, Rep. Henry

Waxman (D., Calif.) criticized Mr.
Greenspan’s approach to mortgage
regulation while he was Fed chair-
man. The Fed “had the authority to
stop the irresponsible lending prac-
tices that fueled the subprime-mort-
gage market,” Rep. Waxman said,
but Mr. Greenspan “rejected pleas
that he intervene.”

However, Mr. Greenspan said he
raised concerns about the dangers
of the “underpricing of risk” as
early as 2005.

But when Rep. Waxman pressed
Mr. Greenspan about the benefits of
deregulation, asking, “were you
wrong?” Mr. Greenspan responded,
“partially.” The “flaw” in the as-
sumptions he had over four de-
cades, Mr. Greenspan said, was that
lending institutions themselves
were best able to protect the inter-
est of their shareholders.

Thus what looked like a solid edi-
fice to his thinking broke down, Mr.
Greenspan said.

Mr. Greenspan said there should
be more regulation of credit-default
swaps, but he also noted that exclud-
ing those instruments, the deriva-
tives market is functioning well.

Mr. Greenspan also said policy
makers will have to address the “too
big to fail” question—the idea that
certain firms have such a wide effect
on markets and the economy that the
government would never let them go
under. There needs to be something
that “penalizes” firms that broach
that threshold to avoid giving them
an unfair advantage over smaller ri-
vals, Mr. Greenspan said.

Turning to the economic out-
look, Mr. Greenspan suggested the fi-
nancial crisis currently gripping the
U.S. will take many months to im-
prove, meaning higher unemploy-
ment and softer consumer spending
is likely ahead.

“Given the financial damage to
date, I cannot see how we can avoid
a significant rise in layoffs and un-
employment,” Mr. Greenspan said
in the text of prepared testimony to
the U.S. House Government Over-
sight and Reform Committee.

That, in turn, “implies a marked
retrenchment of consumer spending
as households try to divert an increas-
ing part of their incomes to replenish
depleted assets, not only in their
401(k)s but in the value of their
homes as well,” Mr. Greenspan said.

WhileMr.Greenspanassured law-
makers that “this crisis will pass”
and that the U.S. will end up with a
“far sounder financial system,” he
warned that it won't come quickly.

Mr. Greenspan said a “necessary
condition for this crisis to end is a
stabilization of home prices in the
U.S.”

“At a minimum, stabilization of
home prices is still many months in
the future,” he said.

In separate testimony, Securities
and Exchange Commission Chair-
man Christopher Cox said he
“strongly supports” merging his
agency with the Commodity Fu-
tures Trading Commission, a rival
independent agency that regulates
the futures markets.

Mr.Cox,a former Republicancon-
gressman, also called for the estab-
lishment of a bipartisan task force
that cuts across jurisdictional lines
as the best means to develop a future
regulatory structure. It was one of
several recommendations by Mr.
Cox,who also reiteratedcalls for reg-
ulation of credit-default swaps, in-
surance-like contractsthat have con-
tributed to financial crisis.
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Antidepressants increased the
risk of suicidal thoughts and behav-
iors in adolescents in short-term
studies of major depression and
other psychiatric disorders, accord-
ing to a warning the Food and Drug
Administration requires on antide-
pressant medications. A Health
Journal article on Tuesday errone-
ously said adolescents face an in-
creased risk of suicide on antide-
pressants.
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German banks face big bills on Iceland bet

Interest-rate cuts loom as recession fears rise

Warning on credit rating stirs anxiety in Russia

By Matt Moffett

BUENOS AIRES—A year ago,
when leftist Cristina Kirchner was
elected to succeed her husband
Nestor as president, many Argen-
tines hoped she’d follow a more con-
ciliatory path than her mercurial
spouse, who almost seemed to relish
making enemies.

But with gambits like Tuesday’s
proposal to nationalize private pen-
sion funds, the 55-year-old former
senator has shown a combativeness
that is every bit the equal of her hus-
band’s. Mrs. Kirchner justified the
proposed seizure of $30 billion in
pension assets by accusing the
funds of having instrumented “poli-
cies of plunder.” She said Argentina
was setting an example of how to
deal with the global financial crisis.

For Mrs. Kirchner, the fallout
from the move is just beginning. The
10 pension funds, and many deposi-
tors, are threatening lawsuits. The
Argentine stock market fell 10%
Wednesday, on top of Tuesday’s 10%
decline. Because the private pen-
sions are big investors in local capi-
tal markets, the proposed national-
ization has raised worries the gov-
ernment intends to tap new pension
contributions for its own needs
rather than invest the money in local
stocks and bonds. For fragile local
markets, the move compounded the
impact of the global financial crisis.

The damage was even worse in
Argentina’s local debt markets. Trad-
ing volume for a key local bond mar-
ket, Argentina’s Open Electronic
Market, was practically zero on
Wednesday compared with a normal
day’s turnover of about $1 billion.

Spanish companies with assets in
Argentina saw their stocks hit hard
amidconcerns there might be further
nationalizations. Shares of oil com-
pany Repsol YPF SA fell 16%, while
Spanish banks Banco Bilbao Vizcaya
Argentaria SA and Banco Santander
SA slid more than 9% each.

Top economic policy makers in
Chile, which pioneered private pen-
sions in 1981, felt compelled to state
publicly that their country has no in-
tention of following Argentina’s
path to nationalization.

After last year’s presidential elec-
tion, there was some hope that Mrs.
Kirchner would work to upgrade the
negative international image of Ar-
gentina that had taken root since it
defaulted on its debt in 2001.

But almost from the start of Mrs.
Kirchner’s presidency, she has
found herself under a cloud. Three
days after her inauguration in De-
cember, prosecutors in Miami
charged four Venezuelans with in-
volvement in a plot to hush up a
scandal involving alleged contribu-
tions from Venezuelan leader Hugo
Chávez to Mrs. Kirchner’s cam-
paign. Mrs. Kirchner, who had been
expected to reach out to the U.S., de-
rided the court case as a “garbage
operation,” suggesting the prosecu-
tion was politically motivated. Ar-
gentina’s relations with the U.S.
haven’t found their footing since.

This time, few Argentines seem
to be buying Mrs. Kirchner’s expla-
nation she was acting to protect re-
tirement savings from the global
economic turmoil. Analysts say the
Kirchner government is instead
driven by an urgent need for
cash—a motivation Mrs. Kirchner
denied. Future pension inflows
could help keep the government
from running out of money at a time
when it faces hefty debt payments,
economists say.

this week, requesting a Œ5.4 billion
capital injection from the federal
government.

BayernLB, as the bank also is
known, wrote down Œ2.6 billion in
investments during the first half of
the year, much of them tied to
soured American subprime debt.
But it also disclosed this week that
it has Œ1.5 billion in credit expo-
sure to Iceland, a large chunk of
which it might also have to write
down.

“Iceland is definitely an issue,
and naturally other German banks
are affected,” said Andrea von
Schnurbein, a bank credit analyst
in Frankfurt at Fitch Ratings.

It isn’t clear which German
banks hold the most exposure to
Iceland, a nation of just 300,000.
Most refrain from disclosing coun-
try-by-country breakdowns of
their credit portfolios and German
regulators don’t make such data
available. Some German banks
may also have cut their exposure
before Iceland’s financial crisis
erupted this autumn, or insured
themselves against potential
losses.

That lack of clarity highlights
the lack of transparency in today’s
global financial markets—and why
it may take a long time for banks to
fully resume lending to each other,

even as authorities in Germany
and other countries take aggres-
sive steps to restore confidence.
Germany’s financial-services regu-
lator said Thursday new account-
ing rules aimed at giving banks and
insurers more leeway in valuing
certain assets should boost earn-
ings at the country’s biggest banks
by up to Œ1 billion in the third quar-
ter.

German banks have become in-
creasingly active abroad in recent
years. Their fragmented domestic
market has about 2,000 financial
institutions, several times more
than in other European countries.
The crowded playing field, which
includes many state-owned banks,
has curbed profit margins in Ger-
many for years.

Now foreign bets that boosted
profits are coming back to haunt
many banks. Germany’s five larg-
est private-sector banks had Œ12.9
billion in markdowns on securities
during the last half of 2007 and
first half of 2008, according to
Standard & Poor’s. Many of the
losses are tied to U.S. investments.

But some of the country’s state-
owned regional lenders, or landes-
banken, also have bloodied their
noses after venturing abroad in
search of juicier yields. Originally
created to channel credit to their
home states, some became aggres-

sive players in international capi-
tal markets in recent years. They
also had a lot of money to spend af-
ter raising money on the cheap be-
fore 2005, when government guar-
antees on their new debt issuance
expired.

“There’s not enough low-risk
business that can feed all these
banks,” said Johannes Wassen-
berg, a European bank credit ana-
lyst in London with the ratings
agency Moody’s.

Two small and relatively un-
known German banks, SachsenLB
and IKB Deutsche Industriebank
AG, became the country’s first two
victims of the U.S. subprime crisis
last year after stocking up on asset-
backed securities and then failing
to secure enough liquidity to stay
afloat.

Deutsche Bank AG and Com-
merzbank AG, Germany’s two larg-
est banks by assets, declined to say
how much exposure they have to
Iceland. Landesbank Baden-Würt-
temberg, or LBBW, the country’s
largest landesbank, also declined
to say how much Iceland exposure
it holds.

HSH Nordbank, a smaller
landesbank, said Thursday it had
exposure of “low three-digit-mil-
lion” euros to Iceland. Another
landesbank, WestLB, said its expo-
sure to Iceland was “less than Œ100

million.” A third landesbank,
Helaba, said its Iceland exposure
was below Œ10 million.

David Oddsson, Iceland’s cen-
tral bank chief, recently estimated
that foreign creditors would “un-
fortunately only get 5, 10, 15% of
their claims” on the country’s
three largest banks.
 —Marcus Walker in Berlin

and Michael S. Arnold in Tokyo
contributed to this article.
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gold and foreign-exchange reserves
fell by $15 billion last week, to
$515.7 billion.

As the country’s reserves have de-
clined,thecostofinsuringRussia’ssov-
ereign debt against default has hit
records, with credit-default swaps
now trading at distressed levels.

If the selling pressure continues,
Russia will have to choose between
imposing exchange controls or let-
ting the currency drop, analysts say.

In addition to public assurances
from officials including Mr. Putin
that a devaluation is out of the ques-
tion, the central bank has taken a se-
ries of steps in recent days to make
it harder for investors to speculate
against the ruble.

Over the weekend, top central
bank officials summoned several
heads of Western banks in Moscow
to complain that they were using
the rubles injected by the central
bank for the Russian banking sys-
tem to fund their overseas parents.
Bankers viewed the complaints as

pressure not to sell rubles, accord-
ing to a banker briefed on the ses-
sion. A central bank spokesman de-
clined to comment.

Western bankers also say local in-
stitutions appear to be cutting back
ruble lending to their Western coun-
terparts in an effort to stem the out-
flow of capital.

So far, there’s no sign the pres-
sure is easing.

“They’re going to have to do
something because nothing is work-
ing,” said a senior Western banker.
Vladimir Gamza, first vice president
at the Association of Regional
Banks, said “panicked demand for
dollars” was continuing to put pres-
sure on the ruble. “The dollar has be-
come an asset whose value is rising
and will continue to rise,” he said.

Analystssaythecentralbankcould
reimpose exchange controls since let-
tingtherubledropsharplywouldbepo-
liticallydifficult.TheKremlininprevi-
ous years touted the ruble’s rise
against the dollar as a sign of Russian
resurgence and U.S.decline.

“They made the mistake of con-
fusing high oil prices with the ge-
nius of their economic manage-
ment,” said Rory MacFarquhar, man-
aging director with Goldman Sachs
in Moscow.

The sudden evaporation of credit
this summer exposed serious weak-
ness in Russia’s banking sector, which
turnedouttobemorehighlyleveraged
than many European banks. Still,
Kremlin officials and state media
have said the U.S. is the epicenter of
the financial crisis and Russia’s fi-
nancial system is sound.

On Thursday, President Dmitry
Medvedev devoted his video-blog en-
try on the Kremlin Web site to the cri-
sis. He said Russia could avoid the eco-
nomic damage other countries have
suffered. “I will tell you honestly, Rus-
sia has not yet been caught in this
whirlpool and has the opportunity to
escape it,” Mr. Medvedev said.

On the stock market, meanwhile,
the Kremlin began buying shares to
support prices this week, traders
and officials said. But indexes—

down 70% this year—continue to
slide amid global weakness and
growing concerns about Russia.

S&P said it was concerned about
the rising costs of the Kremlin’s
plan to bail out Russian banks. The
government has pledged more than
$200 billion, including over $70 bil-
lion from currency reserves. State-
run banks will receive $35 billion in
subordinated loans to support the
banking system. S&P said it feared
the package could wind up costing
much more.

Economists also warn of a sharp
economic slowdown in Russia,
which has enjoyed growth as high as
8% in recent years. Next year, that fig-
ure could be below 4%, according to
some economists, and could fall to
zero if oil prices fall to $50 a barrel
or below and remain there. Light,
sweet crude for December delivery
settled up $1.09, or 1.6%, at $67.84 a
barrel on the New York Mercantile
Exchange Thursday.
 —Daria Solovieva

contributed to this article.
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Lost in the snow
Amount Iceland borrowers owe to
foreign banks, in billions of dollars

Pension grab hits
Argentine stocks,
faith in president

that other central banks across the
region could follow suit. Hungarian
markets were closed Thursday for a
national holiday.

For Western European policy
makers, the financial crisis has
abruptly shifted the focus from ris-
ing inflation to the threat of sharply
slower growth.

“It’s hard to remember, but three
months ago the story really was in-
flation,” said Simon Hayes, U.K.
economist with Barclays Capital in
London. He expects the Bank of Eng-
land will cut its key rate next month
to 4% from 4.5% and could take it be-
low 3% in the second half of 2009.
As recently as July, ECB policy mak-
ers were concerned enough about in-
flation to raise their key rate to a

seven-year high of 4.25%. With that
rate now at 3.75%, ECB policy makers
believe euro-zone inflation, which
hit 3.6% in September, could fall near
the bank’s preferred level of just be-
low 2% next year.

Slower economic growth means
“the pressure on inflation will be
lower, and this, together with the
lowering of commodity prices, is ex-
plaining that we are in a position to
diminish rates without adding to in-
flationary risks in the medium
term,” said ECB executive board
member José Manuel Gonzalez Par-
amo in an interview with the Irish In-
dependent published Thursday.

Bank of England Gov. Mervyn
King, who said Tuesday that the
U.K. is likely entering recession,
also suggested sharply slower

growth is likely to push policy mak-
ers to cut their key rate, despite an-
nual inflation at 5.2% in September,
well above the bank’s 2% target.

“What we can do on the Monetary
Policy Committee is to change the
bank rate to offset some of those
shocks that have hit us from the rest
of the world in order to make sure that
we do get back to a more stable posi-
tion,” Mr. King said in an interview
with the Yorkshire Post, noting U.K. in-
flation could fall to 2% next year.

The policy makers’ comments
came amid further signs of deepen-
ing economic gloom. Euro-zone fac-
tory orders fell 6.6% in August from
the year before, European statis-
tics agency Eurostat said Thursday,
while the bloc’s current-account
deficit widened to an almost eight-

year high of Œ8.4 billion, from Œ1.8
billion in July. In the U.K., new mort-
gage lending fell 56.6% in Septem-
ber from a year earlier, while the
volume of retail sales rose by 1.8%,
the weakest annual rise since Febru-
ary 2006.

However, there were signs that
central banks’ continuing cash in-
jections are helping ease tensions
in the markets where banks lend to
one another. A key gauge for the in-
terest rate at which banks lend to
each another in dollars for three
months, called Libor, edged fur-
ther down to 3.535%, its lowest
since Sept. 24, from 3.54125%
Wednesday.
 — Sudeep Reddy in Washington

and Ilona Billington in London
contributed to this article.
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OPEC faces its toughest decision in years
Output cut is sure,
but other questions
will be hotly debated

By Spencer Swartz

And Neil King Jr.

VIENNA—OPEC ministers on Fri-
day face their toughest decision in
at least a decade as they weigh the
depth of a likely cut in oil exports to
reverse falling oil prices, even as the
U.S. and Europe wrestle with the in-
creasing likelihood of a recession.

The difficulty of the Organiza-
tion of Petroleum Exporting Coun-
tries’ challenge is apparent in some
of the unusual theater of the cartel’s
emergency gathering here. Antici-
pating a long debate, the group’s 13
ministers plan to meet early Friday,
a departure from their more lei-
surely midday powwows.

All the delegates appear to favor
an output cut, but intense haggling
is sure to ensue over who should
bear the brunt of reduced exports.
OPEC furnishes the world with

about 40% of its oil needs.
U.S. benchmark crude rose 1.6%

to $67.84 Thursday, up $1.09 on the
New York Mercantile Exchange, in
part in anticipation of a supply cut.

At a time when petroleum de-
mand is off sharply in the U.S. and
other industrialized countries, few ob-
servers question the wisdom of OPEC
trimming its output to avoid oversup-
ply and to protect its own interests.

Forecasters in recent weeks have
downgraded their expectations for
next year, forecasting tepid growth
in overall oil demand. Some see glo-
bal demand actually falling this year
for the first time in decades.

But there is still debate within
OPEC over how severely to slash out-
put now. Some countries, including
Iran, advocate a combined cut now of
two million barrels a day or more.

Algeria’s oil minister, Chakib
Khelil, is among those suggesting
that the cartel should trim in sev-
eral stages—one cut now, and then
perhaps in December, when the
group is set to meet next.

The minister representing the
world’s biggest oil exporter, Saudi
Arabia’s Ali Naimi, only hinted at his
country’s views as he fended off a
throng of journalists and camera
crews packed in the lobby of his hotel.

When asked if the market was
out of kilter, Mr. Naimi responded:
“What do you think? Look at what
the EIA data has been showing.”

Mr. Naimi was referring to swell-
ing crude oil stocks data from the

U.S. Department of Energy’s Energy
Information Administration, which
has shown oil inventories in the U.S.
rising above year-ago levels for the
first time since August 2007.

It is all but certain OPEC will
agree Friday to cut at least one mil-
lon barrels a day from the around 32
million barrels a day the group now
supplies. But several factors sug-
gest a cut of that magnitude may do
little to stem the price fall, espe-
cially as oil markets have been as-
suming OPEC will lop output by at
least one million barrels a day.

The soaring U.S. dollar over the

past month is exerting downward
pressure on oil prices, as oil is val-
ued in dollars. Also, the continued
plunge in world stock markets has
also increased fears of a global eco-
nomic slowdown that would sap de-
mand for oil across the board.

OPEC itself has remained fairly
optimistic about oil demand next
year, predicting in a report this
month that demand could grow by
just under 1% in 2009. But such as-
sessments are changing almost
daily as the world’s financial out-
look darkens.

Sadad al-Husseini, a former head

of exploration at Saudi Aramco and
now a Morgan Stanley consultant,
said in a conference call that world
oil demand could fall below 84 mil-
lion barrels a day in the second quar-
ter of next year, down from just un-
der 86 million now. He then pre-
dicted demand will rebound as the
world economy strengthens.

Anticipating the slide, some key
OPEC members have already begun
to curtail production unilaterally.

Bill Farren-Price, energy direc-
tor at Medley Global Advisors, esti-
mates Gulf nations such as Saudi
Arabia and Kuwait have begun pro-

duction cuts that could amount to
nearly one million barrels a day by
November.

Some OPEC countries are al-
ready facing fiscal strains at home
as plunging prices threaten to gouge
sometimes lavish state spending.

The biggest wild card going into
next year is China, whose heady eco-
nomic growth now appears to be
cooling. Any evidence of a sharper
slowdown in China would likely
send oil prices plunging even in the
face of sharp OPEC cuts.
 —Benoît Faucon

contributed to this article.
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LEADING THE NEWS

Ali Naimi, Saudi Arabia’s oil minister, in
Vienna for Friday’s OPEC meeting.
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Deutsche Bank reorganizes
its European debt division

By Mark Cobley

Three of the biggest pension
funds in the Netherlands have been
hit hard by the torrid market condi-
tions of the third quarter, with two
of them dropping below a key sol-
vency ratio set by the country’s cen-
tral bank, forcing them to start
work on recovery plans.

ABP, the Dutch civil servants’
pension fund that is one of the larg-
est in Europe, shrank by 5% to ˆŒ195
billion ($250 billion). The ˆŒ10 bil-
lion loss during the three months to
the end of September meant the
fund has shrunk by 9.8% over the
first nine months of the year.

ABP’s funding ratio, which is a
measure of how well its assets match
its future liabilities, was also hurt by
a jump in its liabilities to ˆŒ166bil-
lion, meaning its overall funding
level has deteriorated to 118%, down
from 130% at the end of June.

Meanwhile, the country’s second-
largest fund, Pensioenfonds Zorg
en Welzijn, which looks after pen-
sions for the Netherlands’ health-
care workers, also lost about 5%, tak-
ing it to Œ81.9 billion. Its funding ra-
tio dropped to 126%.

The Dutch central bank, or DNB,
regulates the country’s pension
funds and insists a coverage ratio of
125% be maintained at all times. If
this is breached, the bank requires
funds to submit a recovery plan that
shows how the level can be restored
within 15 years. ABP said today it
would prepare this report by the
end of the year.

Also preparing a report will be
the management of PME, Pensioen-
fonds van de Metalektro, which
looks after the retirement savings
of employees in the Dutch metal-
working industry. PME’s cover ratio
dropped below 105% in early Octo-
ber, it said. Its investment return
fell 4.1% for the third quarter and,
over the first nine months of the
year, fell 7.2%.

“It is rough weather for the finan-
cial markets all over the world,”

said Elco Brinkman, chairman of
ABP’s board of trustees. “And natu-
rally ABP too is feeling the effects of
that. ABP however pursues an in-
vestment strategy that is focused
on the long term.”

His comments were echoed by Pe-
ter Borgdorff, managing director of
PfZW. “As a result of the increasing
turbulence in the financial markets
and the global decline in economic
activity, almost all our investments
have fallen in value....We neverthe-
less continue to focus on the long
term and we can expect share prices
to recover in the future,” he said.

Equity investments at all three
funds took a pounding from the tur-

moil on stock markets, with ABP’s
stock portfolio retreating by nearly
25%, PfZW’s down 23.3% and PME’s
falling 26.6% during the nine
months to Sept. 30. Alternative in-
vestments provided some cushion-
ing, but even these have been hit in
the past three months.

ABP’s and PfZW’s commodities
portfolios, for instance, performed
extraordinarily well during the first
six months of 2008, each growing
by 44%. But they fell back dramati-
cally during the third quarter as oil
and natural-resource markets re-
trenched. ABP’s nine-month returns
from commodities fell to 2.5%.

ABP’s hedge-fund investments
returned 14.4% in the first quarter,
but this fell to a 0.3% profit in the
third. PME, meanwhile, lost 1.9%
during the first nine months of
2008 on its alternative-investments
portfolio, following heavy losses in
the third quarter that offset gains in
the second.

Dutch pension funds fall
below key solvency ratio
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Signs of Kremlin’s picks
Anomalies in stocks
suggest government
has begun purchases

Even alternative
investments have
been hit in the past
three months.

By Harry Wilson

T HE RUSSIAN government’s
cash injection into the stock
market, to support the shares

of some of the country’s largest com-
panies, has created a huge disparity
between the valuations of locally
traded stocks and those trading in
Western markets.

Shares of Russian energy giant
OAO Rosneft traded locally by as
much as an 8% premium to the Lon-
don-listed global depositary re-
ceipts after the government began
buying its stock Wednesday as part
of its injection of up to 175 billion ru-
bles ($6.49 billion) into equities.

Previously, the highest premium
that Rosneft’s local shares traded at
was 3% to the depositary receipts,
according to analysts at Moscow in-
vestment bank Renaissance Capital.

“It looks to us like there is a large
buyer in the local market who does
not want to, or is not able to, trade
in the GDR market,” said David Aser-
koff, an equity-derivative market an-
alyst at Rencap.

Most of the dealing in Rosneft
shares came in the last hour of trad-
ing in Moscow Wednesday, but Thurs-

day morning the spread between the
locals and the global depositary re-
ceipts remained at about 6%.

The government hasn’t said
which stocks it plans to buy. Its
support for the stock market
comes after a month in which Rus-
sia’s markets have lost nearly half
their value, leading to repeated
closures of the main exchanges as
authorities have attempted to halt
the collapse.

Economist Vladimir Osakovsky
at Unicredit in Moscow warned in a
note to clients that the Russian gov-
ernment’s injection of rubles into
equities was likely to distort the

market.
“We think the government inter-

vention will likely concentrate on
major state-controlled companies
such as Sberbank, VTB, Gazprom
and Rosneft,” he said. “Thus, we be-
lieve that the downside risk for
these companies will be limited in
the near future, or for as long as the
initiative lasts.”

Mr. Aserkoff said it is unlikely in-
vestors will have much chance of set-
ting up an arbitrage to profit from
the Rosneft price difference, be-
cause shorting local shares was im-
possible due to the lack of stock lend-
ing in the market.
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By Duncan Kerr

Deutsche Bank AG has reshuf-
fled the senior management in its
European debt capital markets divi-
sion, the first move that the new glo-
bal head of the business has taken to
align his top lieutenants regionally
following his promotion last month.

In a statement from Deutsche
Bank, it said Alexander von zur
Mühlen and Hakan Wohlin are to co-
head the bank’s western European
debt capital markets and client cov-
erage division, reporting directly to
Miles Millard. Mr. Millard, formerly
European head of debt and the-cor-
porate coverage group, was named
global head of the debt division last
month when the bank made several
new appointments.

Mr. von zur Mühlen was head of
debt capital for Germany and Mr.
Wohlin ran the Nordic, Swiss and
Dutch business units. Deutsche
Bank said that as part of the manage-
ment changes Michael Haize and

Venky Vishwanathan will co-head
the financial institutions group in
the debt .

Mr. Haize was head of sovereign,
supranational and agency debt in
France, Belgium and Luxembourg,
while Mr. Vishwanathan was a se-
nior member of the bank’s European
financial institutions team under Ti-
ina Lee.

Ms. Lee had earlier been pro-
moted to global capital markets
head of financial institutions capital
origination, reporting directly to
Millard and Sam Dean, co-global
head of equity capital markets.
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M
EDIA MOGUL
Sumner Red-
stone said

there’s “not a chance”
he will sell Viacom Inc.
or CBS Corp. to resolve
the debt issues facing
his family holding com-
pany, National Amuse-
ments Inc.

Mr. Redstone ruled out selling any shares in either
of the two companies he controls, even if negotiations
with lenders about a debt restructuring turn sour. Mr.
Redstone acknowledged there is “no guarantee” those
negotiations will result in a deal, but he described
them as “extremely constructive.” Mr. Redstone
rushed to sell $233 million of his family’s Viacom and
CBS holdings earlier this month to avoid breaching the
terms of a National Amusements loan.  —Merissa Marr

Redstone rejects notion
of selling Viacom or CBS

S
WEDEN’S Volvo
AB said it will
slash 850 addi-

tional jobs at its con-
struction-equipment
business because of a
slowdown in the mar-
ket. The company,
which also makes
trucks and buses, had
previously announced

it would cut 500 jobs from the construction unit.
Last month, it also gave notice to 1,400 workers

at truck plants in Belgium and Sweden amid falling
demand in Europe. Volvo said the latest layoffs will
affect workers at four plants in Sweden. The unit
makes excavators, loaders, pavers and other con-
struction vehicles. It has about 16,000 employees.
 —Associated Press
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RITISH drug
maker Glaxo-
SmithKline PLC

said it’s buying the
rights to two early-
stage experimental
vaccines for Alzhei-
mer’s disease devel-
oped by Austria’s Af-
firis GmbH in a deal

valued at as much at Œ430 million ($551 million).
Glaxo also has an option to develop other Alzhei-
mer’s vaccines that the closely held biotechnology
company is currently testing on animals.

The two vaccines are therapeutic rather than pre-
ventative, meaning they are administered after
someone contracted the disease to stop its progres-
sion. Current Alzheimer’s treatments only ease
symptoms of the disease.  —Elena Berton

Volvo to slash more jobs
as market slows down

7
CONSTRUCTION

Electric-car maker sets sights on Australia
Better Place hopes
to raise A$1 billion
for ambitious plan

Potential GM-Chrysler merger needs many supporters

A
ss

oc
ia

te
d 

Pr
es

s

7
BROADCASTING

N
ew

sc
om

Better Place, which said Thursday it aims to raise $668.5 million to develop an
electric-car network in Australia, is already building such networks in Israel and Denmark.

7
PHARMACEUTICALS

CORPORATE NEWS

By John Murphy

Tokyo

E VEN AS tumbling gasoline
prices threaten to undermine
consumer interest in alterna-

tive-fuel cars, Better Place, a Cali-
fornia-based electric-vehicle com-
pany, Thursday said it aims to raise
one billion Australian dollars
(US$668.5 million) to develop an
electric-car network in Australia.

It is the company’s biggest effort
yet to wean drivers off gasoline-
powered cars.

Under the plan, announced in
Melbourne, Better Place will work
with Macquarie Capital Group Ltd.
to attract investors to build recharg-
ing stations, with the goal of mass
marketing the first electric cars by
2012. It also signed on Australian
utility AGL Energy Ltd. to supply
electricity from renewable sources
like wind to power the network.

No auto maker has been named

in the agreement. But the alliance of
France’s Renault SA and Japan’s Nis-
san Motor Co., which is developing
an electric car, is considering
whether to provide vehicles to the
Australian partnership.

Launched in 2007, the $200 mil-
lion venture-funded Better Place is
seeking to join forces with car mak-
ers, governments and investors to
jump-start an electric-car industry.
The Better Place concept is to create
an electric-car business similar to
the mobile-phone industry. Drivers
would pay for access to battery-re-
charging stations and for the miles
they drive—similar to the way a mo-
bile-phone user is charged for min-
utes.

It is already building electric-car
networks in Israel and Denmark,
where it plans to begin mass market-
ing electric cars in 2011. Australia
would be the largest effort by Better
Place to steer a country off oil depen-
dence.

“Our network buildout in Austra-
lia will demonstrate that the Better
Place model works in all countries,
regardless of size,” said Shai Agassi,
chief executive and founder of Bet-
ter Place.

The announcement comes at an

uncertain time for alternative-en-
ergy projects like Better Place.
Much of the excitement this year
surrounding eco-friendly vehicles
such as fuel-cell, hybrid and electric
cars stemmed from soaring oil
prices. But oil prices have fallen in
recent weeks to less than $70 a bar-

rel from a high of $147, stripping
away one of the primary motiva-
tions for governments, investors
and consumers to support alterna-
tive-energy efforts besides energy
security and environmental con-
cerns.

With credit markets frozen amid

the global financial crisis, it may
also be difficult to generate the
funds for such large infrastructure
investments like electric-car net-
works.

Indeed, just last week, Tesla Mo-
tors Inc. announced it was cutting
staff and delaying the introduction
of its second battery-powered vehi-
cle, the Model S, until 2011. The
move by the Silicon Valley electric-
car start-up reflects tougher finan-
cial markets.

Still, Mr. Agassi remains optimis-
tic about his electric-car project.
Better Place expects the operating
costs of electric vehicles will be
about six to eight cents a mile, the
rough equivalent of $1.50 per gallon
of gasoline, he said.

While credit is tight, Mr. Agassi
said investors are still searching for
new opportunities and govern-
ments are looking to support
projects that create green jobs. He
said building the network will be
cheaper because construction
prices are falling amid the economic
slowdown, adding that oil prices
will eventually increase when the
economy recovers.

“So we might be in the best posi-
tion ever,” Mr. Agassi said.

By John D. Stoll

And Jeff McCracken

As merger discussions between
General Motors Corp. and Chrysler
LLC continue, it’s increasingly clear
that any deal will require the sup-
port of government officials, share-
holders and unions, said people fa-
miliar with the matter.

On Wednesday, Michigan’s con-
gressional delegation jumped into
the fray, disclosing that it wants the
federal government to assist De-
troit’s beleaguered auto makers and
lenders. However, it isn’t clear what
measures they are urging and
whether they would back a merger
of the two auto giants.

Led by Rep. John Dingell (D-
Mich.) and Rep. Fred Upton (R-
Mich.), the state’s delegation is pre-
paring to urge Federal Reserve

Chairman Ben Bernanke and Trea-
sury Secretary Henry Paulson to
“promote liquidity” in the auto in-
dustry. “In this current economic en-
vironment it is imperative that the
government ensures that liquidity
is restored so that the U.S. auto in-
dustry is able to function until nor-
malcy is restored to the credit mak-
ers,” a draft of the letter said.

The draft was reviewed by The
Wall Street Journal. Not all mem-
bers of the delegation have signed
it. A GM spokesman declined to com-
ment on the letter.

Meanwhile, auto makers on
Thursday announced more cut-
backs, underscoring their desperate
straits. GM will be forced to lay off
salaried workers even after more
employees than expected took buy-
outs, the auto maker said in a letter
sent to executives. The largest U.S.

auto maker will also cut benefits for
salaried workers, including elimi-
nating matching payments into
401(k) plans, ending employee assis-
tance programs and shortening the
time frame in which workers will re-
ceive severance pay.

There are a host of issues now in-
fluencing the discussions about pos-
sible government support of a GM-
Chrysler combination, such as how
many workers could lose their jobs
and how exactly the deal would be
structured, these people said. Out-
side voices important to the discus-
sion would include lenders, poten-
tial investors and politicians, they
said. There are a “lot of issues out
there complicating the talks in a lot
of ways” said one person involved.

A spokesman for Rep. Dingell de-
clined to comment on the specific
content of the state delegation’s let-

ter. The letter warns that “every seg-
ment” of the auto industry is “experi-
encing devastating effects that have
resulted from the world-wide credit
crisis.”

Rep. Thaddeus McCotter (R-
Mich.) said he has been disap-
pointed that government officials
haven’t acted on promises of help
for the auto industry in the bailout.
“That doesn’t appear to be happen-
ing at this point,” Rep. McCotter
said during an interview.

It is unclear at this point what
the Federal Reserve and Treasury
Department could do to bail out the
auto lenders, other than purchase at-
risk auto loans. But unlike the U.S.
housing industry, the problems
plaguing auto lenders have little to
do with risky auto loans made in the
past. Instead, lenders such as GMAC
and Ford Credit are finding it diffi-

cult to access funding because of
overexposure to the beleaguered
Big Three auto makers.

In recent weeks, U.S. auto execu-
tives have blamed the lack of avail-
able consumer credit for an in-
creased softening of demand for
cars and trucks. Last week, GMAC,
the biggest auto lender in the world,
significantly tightened require-
ments for the loans it originates.
The move forced GM to launch a
marketing campaign telling consum-
ers about the hundreds of other
lenders that can offer car loans. But
many of those lenders have also
tightened their standards.

Yesterday, Chrysler, majority
owned by Cerberus Capital Manage-
ment LP, said it will eliminate a shift
at an Ohio assembly plant and accel-
erate the closure of a factory.

Glaxo acquires vaccines
for Alzheimer’s disease
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Currencies London close on Oct. 23 Per In
AMERICAS Per euro In euros U.S. dollar U.S. dollars

Argentina peso-a 4.1824 0.2391 3.2488 0.3078

Brazil real 2.9430 0.3398 2.2860 0.4374
Canada dollar 1.6183 0.6179 1.2570 0.7955

1-mo. forward 1.6173 0.6183 1.2562 0.7960
3-mos. forward 1.6130 0.6200 1.2529 0.7981
6-mos. forward 1.6120 0.6203 1.2522 0.7986

Chile peso 834.56 0.001198 648.25 0.001543
Colombia peso 3029.38 0.0003301 2353.10 0.0004250

Ecuador US dollar-f 1.2874 0.7768 1 1
Mexico peso-a 17.3542 0.0576 13.4801 0.0742
Peru sol 3.9736 0.2517 3.0865 0.3240
Uruguay peso-e 29.353 0.0341 22.800 0.0439
U.S. dollar 1.2874 0.7768 1 1
Venezuela bolivar 2.76 0.361738 2.15 0.465701
ASIA-PACIFIC
Australia dollar 1.9335 0.5172 1.5018 0.6659
China yuan 8.8000 0.1136 6.8355 0.1463
Hong Kong dollar 9.9829 0.1002 7.7543 0.1290
India rupee 63.9580 0.0156 49.6800 0.0201
Indonesia rupiah 12803 0.0000781 9945 0.0001006
Japan yen 125.69 0.007956 97.63 0.010243

1-mo. forward 125.39 0.007975 97.40 0.010267
3-mos. forward 124.68 0.008020 96.85 0.010325
6-mos. forward 123.99 0.008065 96.31 0.010383

Malaysia ringgit-c 4.6005 0.2174 3.5735 0.2798
New Zealand dollar 2.1662 0.4616 1.6827 0.5943
Pakistan rupee 104.473 0.0096 81.150 0.0123
Philippines peso 63.076 0.0159 48.995 0.0204
Singapore dollar 1.9365 0.5164 1.5042 0.6648
South Korea won 1814.01 0.0005513 1409.05 0.0007097
Taiwan dollar 42.980 0.02327 33.385 0.02995
Thailand baht 44.608 0.02242 34.650 0.02886
EUROPE
Euro zone euro 1 1 0.7768 1.2874

1-mo. forward 1.0008 0.9992 0.7774 1.2864
3-mos. forward 1.0012 0.9988 0.7777 1.2859
6-mos. forward 1.0023 0.9977 0.7785 1.2845

Czech Rep. koruna-b 24.931 0.0401 19.366 0.0516
Denmark krone 7.4583 0.1341 5.7933 0.1726
Hungary forint 274.72 0.003640 213.39 0.004686
Norway krone 9.0044 0.1111 6.9943 0.1430
Poland zloty 3.8304 0.2611 2.9753 0.3361
Russia ruble-d 34.641 0.02887 26.908 0.03716
Slovak Rep. koruna 30.5474 0.03274 23.7280 0.04214
Sweden krona 9.9829 0.1002 7.7543 0.1290
Switzerland franc 1.4967 0.6682 1.1626 0.8602

1-mo. forward 1.4950 0.6689 1.1613 0.8611
3-mos. forward 1.4918 0.6703 1.1588 0.8630
6-mos. forward 1.4899 0.6712 1.1573 0.8641

Turkey lira 2.1325 0.4689 1.6565 0.6037
U.K. pound 0.7963 1.2559 0.6185 1.6168

1-mo. forward 0.7976 1.2537 0.6196 1.6141
3-mos. forward 0.7993 1.2511 0.6209 1.6107
6-mos. forward 0.8023 1.2465 0.6232 1.6047

MIDDLE EAST/AFRICA
Bahrain dinar 0.4854 2.0603 0.3770 2.6524
Egypt pound-a 7.2030 0.1388 5.5950 0.1787
Israel shekel 4.9101 0.2037 3.8140 0.2622
Jordan dinar 0.9112 1.0975 0.7078 1.4129
Kuwait dinar 0.3468 2.8833 0.2694 3.7120
Lebanon pound 1935.61 0.0005166 1503.50 0.0006651
Saudi Arabia riyal 4.8300 0.2070 3.7518 0.2665
South Africa rand 14.1678 0.0706 11.0050 0.0909
United Arab dirham 4.7286 0.2115 3.6730 0.2723

SDR -f 0.8626 1.1593 0.6700 1.4925
a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central

Bank rate f-Special Drawing Rights from the International Monetary Fund ; based on ex-
change 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.

Dow Jones and Dow Jones Stoxx Indexes

3.68% 9 World -a %% 164.83 –2.58% –47.0% 5.68% 12 U.S. Select Dividend -b %% 598.98 –0.20% –32.3%

3.65% 10 Stoxx Global 1800 175.50 0.74% –37.9% 168.88 0.56% –44.1% 4.74% 13 Infrastructure 1298.40 –0.64% –31.8% 1588.37 –1.22% –38.9%

3.77% 11 Stoxx 600 208.70 –0.41% –45.3% 200.83 –0.59% –50.8% 2.68% 8 Luxury 616.30 –3.09% –48.9% 673.10 –3.27% –53.9%

3.88% 10 Stoxx Large 200 228.10 –0.13% –44.3% 218.31 –0.31% –49.8% 11.85% 2 BRIC 50 241.20 –3.29% –56.6% 295.08 –3.85% –61.1%

3.09% 11 Stoxx Mid 200 175.00 –1.59% –49.5% 167.49 –1.77% –54.5% 6.96% 4 Africa 50 649.90 –2.37% –40.6% 529.32 –2.93% –46.7%

3.47% 10 Stoxx Small 200 108.50 –2.27% –51.6% 103.74 –2.45% –56.4% 7.68% 7 GCC 40 787.00 –2.35% –21.9% 643.55 –2.52% –29.7%

3.79% 10 Euro Stoxx 224.80 –0.62% –47.2% 216.33 –0.80% –52.4% 4.40% 9 Sustainability 694.60 –1.26% –41.0% 751.10 –2.02% –47.2%

3.87% 10 Euro Stoxx Large 200 242.40 –0.40% –47.0% 231.81 –0.58% –52.3% 3.03% 10 Islamic Market -a %% 1374.38 –2.50% –43.9%

3.31% 11 Euro Stoxx Mid 200 199.30 –1.55% –47.6% 190.54 –1.73% –52.8% 3.29% 10 Islamic Market 100 1484.80 0.32% –30.8% 1627.49 –0.45% –38.0%

3.55% 10 Euro Stoxx Small 200 121.10 –2.07% –49.1% 115.67 –2.25% –54.1% 7.15% 5 Islamic Turkey -c 1817.50 –2.07% –38.7% % %

9.20% 7 Stoxx Select Dividend 30 1284.20 0.21% –59.2% 1415.93 0.02% –63.3% 2.88% 12 Wilshire 5000 %% 9060.25 –0.23% –40.8%

6.29% 7 Euro Stoxx Select Div 30 1452.90 –0.96% –56.4% 1608.09 –1.14% –60.8% % DJ-AIG Commodity 140.60 0.86% –18.5% 131.54 0.68% –26.6%

*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

MSCI indexes
Developed and emerging-market regional and country indexes from MSCI Barra
as of Oct. 22, 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* 224.14 –6.54% –44.4% –45.6%

3.20% 13 World (Developed Markets) 909.84 –6.41% –42.7% –44.3%

2.90% 14 World ex-EMU 107.23 –6.25% –40.7% –42.9%

3.00% 14 World ex-UK 908.95 –6.25% –42.0% –43.6%

4.10% 10 EAFE 1,216.43 –6.52% –46.0% –47.1%

3.20% 10 Emerging Markets (EM) 534.69 –7.84% –57.1% –55.6%

4.70% 9 EUROPE 73.45 –5.16% –42.4% –44.4%

4.90% 9 EMU 134.58 –7.29% –51.9% –51.1%

4.50% 10 Europe ex-UK 80.11 –4.82% –42.5% –44.0%

6.30% 8 Europe Value 82.76 –5.38% –45.4% –48.4%

3.10% 12 Europe Growth 63.39 –4.95% –39.3% –40.3%

4.00% 10 Europe Small Cap 115.69 –3.79% –46.2% –50.2%

3.00% 7 EM Europe 173.14 –7.19% –64.0% –60.6%

5.20% 8 UK 1,199.32 –4.38% –37.6% –38.0%

4.40% 10 Nordic Countries 106.93 –5.76% –48.1% –52.5%

2.10% 6 Russia 434.06 –8.88% –71.1% –66.2%

4.00% 12 South Africa 499.74 –4.95% –29.9% –30.0%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 248.40 –5.39% –53.1% –53.5%

2.20% 14 Japan 554.74 –7.25% –41.0% –46.2%

2.80% 11 China 35.00 –6.97% –59.0% –60.4%

1.30% 14 India 395.24 –4.68% –53.8% –43.7%

2.20% 10 Korea 314.61 –4.93% –39.1% –40.6%

6.50% 10 Taiwan 185.79 –1.92% –44.4% –48.9%

2.30% 18 US BROAD MARKET 977.17 –6.04% –38.7% –41.0%

1.70% 36 US Small Cap 1,254.47 –5.61% –36.8% –40.2%

2.70% 11 EM LATIN AMERICA 1,902.31 –13.63% –56.8% –54.0%

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

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

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 390.25 5.25 1.36% 799.25 258.50
Soybeans (cents/bu.) CBOT 888.50 23.75 2.75 1,649.00 799.50
Wheat (cents/bu.) CBOT 523.00 5.25 1.01 1,284.25 430.00
Live cattle (cents/lb.) CME 89.875 –2.000 –2.18% 115.325 89.050
Cocoa ($/ton) ICE-US 1,990 –6 –0.30 3,273 1,845
Coffee (cents/lb.) ICE-US 110.10 –2.50 –2.22 178.90 109.35
Sugar (cents/lb.) ICE-US 10.84 –0.12 –1.09 15.85 9.89
Cotton (cents/lb.) ICE-US 49.08 –1.34 –2.66 98.45 45.66
Crude palm oil (ringgit/ton) MDEX 1,550.00 –15 –0.96 4,190 1,475
Cocoa (pounds/ton) LIFFE 1,281 –4 –0.31 1,706 979
Robusta coffee ($/ton) LIFFE 1,719 –42 –2.39 2,747 1,642

Copper (cents/lb.) COMEX 180.45 –6.10 –3.27 404.50 171.80

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Gold ($/troy oz.) COMEX 714.70 –20.50 –2.79 1,048.00 437.00
Silver (cents/troy oz.) COMEX 950.00 4.00 0.42 2,155.00 601.00
Aluminum ($/ton) LME 1,962.50 –75.50 –3.70 3,340.00 1,962.50
Tin ($/ton) LME 11,350.00 –375.00 –3.20 25,450 11,350
Copper ($/ton) LME 3,960.00 –320.00 –7.48 8,811.00 3,960.00
Lead ($/ton) LME 1,165.00 –96.00 –7.61 3,740.00 1,165.00
Zinc ($/ton) LME 1,103.50 –47.50 –4.13 2,910.00 1,103.50
Nickel ($/ton) LME 9,250 –1,310 –12.41 34,050 9,250

Crude oil ($/bbl.) NYMEX 67.84 1.09 1.63 148.60 19.75
Heating oil ($/gal.) NYMEX 2.0557 –0.0005 –0.02 4.2935 2.0400
RBOB gasoline ($/gal.) NYMEX 1.5504 0.0160 1.04 3.5547 1.5045
Natural gas ($/mmBtu) NYMEX 6.886 –0.324 –4.49 14.546 0.117
Brent crude ($/bbl.) ICE-EU 65.92 1.40 2.17 150.12 54.51
Gas oil ($/ton) ICE-EU 668.00 3.75 0.56 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

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 600 208.72 –0.85 –0.41% –42.8% –45.3%

 11 DJ Stoxx 50 2226.68 –0.17 –0.01 –39.6% –41.7%

 10 Euro Zone DJ Euro Stoxx 224.82 –1.40 –0.62 –45.8% –47.2%

 9 DJ Euro Stoxx 50 2452.03 –5.94 –0.24 –44.3% –44.4%

 6 Austria ATX 1924.68 –49.22 –2.49 –57.4% –59.8%

 6 Belgium Bel-20 1983.14 14.51 0.74% –52.0% –54.9%

 8 Czech Republic PX 851.5 –2.4 –0.28 –53.1% –54.8%

 10 Denmark OMX Copenhagen 252.66 –9.43 –3.60 –43.7% –46.8%

 9 Finland OMX Helsinki 6018.93 9.38 0.16 –48.1% –51.3%

 8 France CAC-40 3310.87 12.69 0.38 –41.0% –42.5%

 9 Germany DAX 4519.70 –51.37 –1.12 –44.0% –43.0%

 … Hungary BUX 11916.03 Closed –54.6% –56.3%

 2 Ireland ISEQ 2710.72 –15.93 –0.58 –60.9% –65.2%

 6 Italy S&P/MIB 21061 –32 –0.15 –45.4% –47.0%

 4 Netherlands AEX 257.85 2.77 1.09 –50.0% –52.8%

 6 Norway All-Shares 294.52 1.27 0.43 –48.3% –49.5%

 17 Poland WIG 26273.30 –1008.95 –3.70 –52.8% –58.7%

 9 Portugal PSI 20 6322.82 –78.06 –1.22 –51.4% –50.3%

 … Russia RTSI 636.54 –29.24 –4.39% –72.2% –70.4%

 8 Spain IBEX 35 8811.2 –184.1 –2.05 –42.0% –42.7%

 15 Sweden OMX Stockholm 198.78 –4.32 –2.13 –43.5% –47.8%

 12 Switzerland SMI 5893.73 –31.73 –0.54 –30.5% –33.9%

 … Turkey ISE National 100 25040.81 –583.46 –2.28 –54.9% –55.1%

 8 U.K. FTSE 100 4087.83 46.94 1.16% –36.7% –37.8%

 9 ASIA-PACIFIC DJ Asia-Pacific 88.95 –2.36 –2.58 –43.7% –46.0%

 … Australia SPX/ASX 200 3974.4 –181.7 –4.37 –37.3% –40.0%

 … China CBN 600 14570.73 2.34 0.02 –64.8% –63.8%

 9 Hong Kong Hang Seng 13760.49 –506.11 –3.55 –50.5% –53.9%

 11 India Sensex 9771.70 –398.20 –3.92 –51.8% –47.9%

 … Japan Nikkei Stock Average 8460.98 –213.71 –2.46 –44.7% –48.0%

 … Singapore Straits Times 1745.67 –75.46 –4.14 –49.6% –52.4%

 11 South Korea Kospi 1049.71 –84.88 –7.48 –44.7% –46.9%

 10 AMERICAS DJ Americas 216.10 –8.11 –3.62 –42.7% –44.0%

 … Brazil Bovespa 33089.81 –1979.92 –5.65 –48.2% –47.0%

 10 Mexico IPC 17712.82 –1074.52 –5.72 –40.0% –44.1%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 3:00 p.m. ET.

 Sources: Thomson Reuters; WSJ Market Data Group

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

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.
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Daimler trims its forecast
Auto maker returns
to profit for quarter,
but warns on outlook

Fiat paints bleak picture for cars

Strikes help drive down Hyundai profit

Renault says ’08 profit
will be hurt by margins

Source: the company
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Daimler’s net profit, in billions
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auto factory in Beijing

By Christoph Rauwald

FRANKFURT—Daimler AG
swung to a third-quarter net profit,
but cut its 2008 earnings forecast
for the second time as the auto mar-
ket deteriorated further amid the fi-
nancial crisis.

The company, which makes Mer-
cedes-Benz, Smart and Maybach
cars, now expects to post 2008 earn-
ings before interest and taxes from
continuing operations of more than
Œ6 billion ($7.7 billion), excluding
special items—down from its previ-
ous forecast of more than Œ7 billion.

Daimler expects 2008 revenue to
decrease slightly from last year’s
Œ99.4 billion, after previously target-
ing a slight increase. The company
warned that its forecasts are uncer-
tain because of the turmoil in credit
and financial markets.

“It is not yet possible to reliably
assess how quickly the action plans
announced by various governments
will contribute to the stabilization
of markets for financial services
and goods,” Daimler said in a state-
ment.

Auto makers around the world
are seeing sales shrink because of
weakening economies and because
consumers are struggling to get car
loans amid the credit crunch. Pre-
mium car makers like Daimler are
being hit especially hard by the
downturn.

Many analysts had expected

Daimler, the world’s second-best-
selling auto maker after BMW AG, to
issue another profit warning for
2008 after the company already re-
vised its target at the end of July.

For the quarter ended Sept. 30,
Daimler reported a net profit of
Œ200 million, compared with a year-
earlier net loss of Œ1.55 billion,
when it booked Œ2.6 billion in
charges related to the sale of most
of U.S. car maker Chrysler LLC.

Revenue fell 7.3% to Œ23.8 billion
from Œ25.68 billion, battered by a
steep sales decline in the U.S.

The company posted third-quar-
ter Ebit of Œ648 million, down 66%
from Œ1.89 billion a year earlier.

Additionally, Ebit was weighed
down by Œ765 million in charges.
Daimler’s 19.9% stake in Chrysler
shaved Œ351 million off earnings in
the quarter, including charges of
Œ248 million related to a restructur-
ing program and the reassessment
of residual values.

Daimler sold an 80.1% stake

Chrysler to New York private-equity
firm Cerberus Capital Management
last year. It kept a stake of 19.9%,
though it is in talks to sell that to the
private-equity firm as well. Mean-
while, Cerberus is discussing the
sale of Chrysler with General Mo-
tors Corp. Both Chrysler and GM are
losing money, and analysts estimate
both companies could start to run
short of cash in about 12 months.

Daimler’s third-quarter charge
on its Chrysler stake shows that
Chrysler had a $660 million loss in
the second quarter. Chrysler
doesn’t report its earnings because
it is closely held.

In another sign of stress at
Chrysler, the company announced it
is cutting a shift at its Toledo, Ohio,
plant and will close its Newark, Del.,
assembly plant, effective Dec. 31.
The moves will affect a total of 1,825
workers.
 —Jeff Bennett and

Neal E. Boudette in Detroit
contributed to this article.

CORPORATE NEWS

By Stephen Wisnefski

Fiat SpA posted a 1.9% increase in
third-quarter net profit but said its
2008 earnings would come in at the
low end of forecasts on weaker-than-
expected volumes at most of its busi-
nesses. It also said those conditions
would last through much of 2009.

The Italian auto maker has been
stung by a sharp decline in demand
for cars in major European markets
and said it is “quite difficult to peg a
particular point as being a reliable
guidance” for its performance in
2009.

For 2008, Fiat said it now expects
trading profit—or operating earn-
ings before items—to come in at the

low end of its 2008 target of Œ3.4 bil-
lion to Œ3.6 billion ($4.36 billion to
$4.62 billion).

For the third quarter, Fiat’s group
net profit totaled Œ440 million, up
from Œ432 million a year earlier. Rev-
enue rose 3.2% to Œ14.3 billion. But
the company also reported a steep in-
crease in debt and continued erosion
of its cash, which at the end of the
third quarter stood at Œ3.2 billion,
less than half of what it was at the
end of 2007.

Fiat’s earnings and outlook show
the difficulties major manufacturers
face as they adjust to developed mar-
kets weakening and emerging mar-
kets, which have helped sustain
growth in recent years, starting to

follow suit. Fiat, which generates
about half its revenue from its auto-
motive business, didn’t specifically
lower its forecast for 2009, as some
investors had expected.

The company had acknowledged
this month that 2009 targets would
be examined at a board meeting
Wednesday. But the company did lay
out a number of possible scenarios
for the year.

The worst-case scenario for 2009
points to a decline in global demand
for its products of 10% to 20%, which
would translate to an expected range
of net profit of Œ400 million to Œ1.2
billion. The company’s previously
stated target for 2009 was Œ2.9 bil-
lion to Œ3.1 billion.

By Kyong-Ae Choi

SEOUL—South Korea’s Hyundai
Motor Co. on Thursday said its third-
quarter net profit fell 38% from a
year earlier because of hefty war-
ranty provisions and reduced pro-
duction caused by strikes.

But the company will make up
for strike-related production losses
by escalating sales in the fourth
quarter, said Park Dong-wook, Hyun-
dai Motor’s treasury director, after
the earnings announcement.

Hyundai will be able to achieve its
2008 sales target of 33.6 trillion won
($24.66 billion) and an operating-
profit-margin target of 6.5%, he said.

In the January-September pe-

riod, Hyundai’s accumulated sales
totaled 23.36 trillion won.

Mr. Park said although Hyundai
will likely sell 3.02 million units in
2008, lower than its initial plan for
3.11 million units, a weaker won will
help achieve this year’s sales target
by increasing exports.

Net profit for the three months
ended Sept. 30 fell to 264.8 billion
won from 425.5 billion won a year
earlier. Operating profit slumped
71% year to year to 104.5 billion won
from 356.2 billion won, while sales
dropped 15% to 6.05 trillion won
from 7.08 trillion won.

Hyundai shares rose 1.2% to
50,700 won Thursday, outperform-
ing the benchmark Kospi’s 7.5% loss.

The won’s weakening against the
U.S. dollar pushed up dollar-denomi-
nated warranty provisions, and July-
September strikes led to production
losses of 44,645 units worth 690.5
billion won, Hyundai said.

As Hyundai has piled up 80% of
its total warranty provisions—
money set aside in case of obliga-
tions to replace or repair prod-
ucts—in foreign currencies, a
weaker won will have a grave impact
on the bottom line, analysts said.

Kang Sang-min at Tong Yang Secu-
rities said Hyundai typically spends
about 350 billion won a year for the
purpose, but its warranty provisions
for sales abroad have already reached
3.33 trillion as of the end of June.

By David Pearson

PARIS—Renault SA on Thursday
posted a drop in third-quarter reve-
nue and issued a profit warning,
blaming the sharp fall in European
markets that is battering car mak-
ers in the region.

The French auto maker said it
now expects an operating margin of
2.5% to 3% for this year, down from
the 4.5% target that Chairman and
Chief Executive Carlos Ghosn had
committed the company to achiev-
ing by 2008 under a four-year plan
initiated in 2006.

Renault affirmed its earlier fore-
cast that sales volumes are likely to
grow slightly in 2008 despite a Euro-
pean market that is expected to
slump 8%.

For the third quarter, Renault re-
ported revenue of Œ9.15 billion
($11.74 billion), down 2.2% from
Œ9.36 billion a year earlier. Strip-
ping out currency fluctuations, the
decline would have been 0.3%.

For the first nine months of the
year, revenue was up 0.9% to Œ30.09
billion.

Chief Operating Officer Patrick
Pelata said it isn’t possible to make
precise projections for 2009 be-
cause of the unprecedented shift in

markets due to the credit crisis that
is keeping potential customers out
of showrooms.

The earnings outlook for 2009
will be issued when the company re-
leases its 2008 full-year results in
February, he said, adding, “Hope-
fully the market will have stabilized
by then.”

Mr. Pelata said there are signs
that market growth in some emerg-
ing countries, which Renault had
been counting on to offset falling
sales in Europe, is also flagging—no-
tably in countries like Russia and Ar-
gentina, where the economic slow-
down has begun to bite.

Renault is struggling to reduce
costly inventories that have grown
because the company hasn’t been
able to reduce production as fast as
demand tumbles, Mr. Pelata said.
The value of Renault’s inventories
on its books stood at Œ6.5 billion,
and the goal is to get them down to
Œ5.9 billion or less by year-end, he
added.

Mr. Pelata, who was appointed
Renault’s No. 2 executive earlier
this month, reaffirmed that there no
talks between Renault and Chrysler
LLC on acquiring part of the major-
ity interest in Chrysler held by Cer-
berus Capital Management LP.

French retailing and luxury-prod-
ucts company PPR SA recorded a
1.7% rise in revenue from continued
operations and confirmed its full-
year guidance. Third-quarter sales
edged up to Œ4.94 billion ($6.34 bil-
lion) from Œ4.86 billion a year ear-
lier. The year-earlier figure is ad-
justed to strip out sold-off assets.

The luxury goods division, home
to PPR’s star brand Gucci, posted
4.6% growth, with Œ877 million in
sales for the quarter.

PPR reiterated its full-year objec-
tive of improved operating and fi-
nancial performances for 2008 but
said it plans to step up a series of ac-
tion plans to cut costs and improve
the efficiency of capital employed.

PPR Chief Financial Officer Jean
Francois Palus said the company
will likely slow future store expan-
sion for its FNAC retail chain and its
furniture retailer, Conforama. PPR
has said it will cut jobs at its French
catalog business La Redoute.

PPR confirms full-year outlook
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 48.50 $25.26 1.48 6.22%
Alcoa AA 44.40 9.99 –0.53 –5.04%
AmExpress AXP 15.80 24.53 –0.49 –1.96%
BankAm BAC 93.30 23.00 0.34 1.50%
Boeing BA 13.30 46.52 3.61 8.41%
Caterpillar CAT 16.50 35.36 –1.16 –3.18%
Chevron CVX 25.10 66.77 5.03 8.15%
Citigroup C 139.20 13.11 –0.21 –1.58%
CocaCola KO 26.30 43.06 –2.32 –5.11%
Disney DIS 16.40 23.40 0.35 1.52%
DuPont DD 12.00 31.49 –0.01 –0.03%
ExxonMobil XOM 60.20 70.39 5.82 9.01%
GenElec GE 145.50 18.80 –0.16 –0.84%
GenMotor GM 14.00 6.10 –0.09 –1.45%
HewlettPk HPQ 36.10 33.15 –2.08 –5.90%
HomeDpt HD 27.50 19.06 –0.41 –2.11%
Intel INTC 80.60 14.51 –0.07 –0.48%
IBM IBM 11.60 84.35 0.75 0.90%
JPMorgChas JPM 59.70 37.85 0.68 1.83%
JohnsJohns JNJ 22.10 62.45 1.03 1.68%
KftFoods KFT 16.40 28.41 0.23 0.82%
McDonalds MCD 12.80 55.58 1.40 2.58%
Merck MRK 20.80 28.85 0.84 3.00%
Microsoft MSFT 138.10 22.32 0.79 3.67%
Pfizer PFE 62.70 17.10 0.36 2.15%
ProctGamb PG 24.50 60.57 1.81 3.08%
3M MMM 14.50 61.54 3.35 5.76%
UnitedTech UTX 11.50 48.69 0.09 0.19%
Verizon VZ 25.40 26.24 0.49 1.90%
WalMart WMT 33.40 52.76 0.49 0.94%

Dow Jones Industrial AverageP/E: nil
LAST: 8691.25 s 172.04, or 2.02%

YEAR TO DATE: t 4,573.57, or 34.5%

OVER 52 WEEKS t 4,980.67, or 36.4%

 Note: Price-to-earnings ratios are for trailing 12 months
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Dow Jones Stoxx 50: Thursday’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

BP U.K. Integrated Oil & Gas $155.7 4.65 5.03% –24.1% –24.2%

Vodafone Grp U.K. Mobile Telecom 101.8 1.08 4.85 –43.1 –23.3

Royal Dutch Shell U.K. Integrated Oil & Gas 89.1 19.50 4.84 –34.1 –22.2

L.M. Ericsson Tel B Sweden Telecom Equipment 20.2 52.50 4.58 –44.6 –58.8

GDF Suez France Multiutilities 92.5 32.75 4.37 –17.3 30.8

ABB Switzerland Industrial Machinery $27.5 13.75 –18.45% –58.4 56.7

Siemens Germany Electronic Equipment 51.3 43.52 –7.17 –52.5 –27.6

BHP Billiton U.K. General Mining 29.7 8.23 –6.48 –54.2 0.9

Rio Tinto U.K. General Mining 38.6 22.40 –6.24 –47.1 6.2

Banco Santander Spain Banks 64.1 7.96 –4.78 –43.8 –22.7

...And the rest of Europe’s blue chips
Latest,

Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

Bayer 42.5 43.17 3.48% –26.3% 55.0%
Germany (Specialty Chemicals)
Nestle 146.3 44.40 3.35 –16.7 16.3
Switzerland (Food Products)
France Telecom 67.6 20.08 3.21 –22.2 –7.7
France (Fixed Line Telecom)
Unilever 41.9 18.97 2.85 –16.4 –1.0
Netherlands (Food Products)
ENI 84.3 16.33 2.83 –34.2 –24.6
Italy (Integrated Oil & Gas)
Astrazeneca 56.4 23.95 2.79 –0.2 –4.2
U.K. (Pharmaceuticals)
Nokia 60.8 12.41 2.06 –54.4 –6.6
Finland (Telecom Equipment)
GlaxoSmithKline 107.5 11.62 1.62 –6.3 –19.2
U.K. (Pharmaceuticals)
Novartis 131.0 57.60 1.59 –4.8 –15.8
Switzerland (Pharmaceuticals)
Tesco 41.6 3.27 1.52 –29.5 10.7
U.K. (Food Retailers & Wholesalers)
Total 114.3 37.40 1.47 –30.9 –25.1
France (Integrated Oil & Gas)
HSBC Hldgs 156.7 8.05 1.13 –11.4 –7.8
U.K. (Banks)
Roche Hldg Pt. Ct. 102.9 170.30 1.01 –15.5 –9.9
Switzerland (Pharmaceuticals)
Soc. Generale 37.1 48.71 0.84 –53.7 –43.5
France (Banks)
SAP 43.8 27.25 0.81 –26.9 –22.2
Germany (Software)
Koninklijke Philips 19.1 14.15 0.68 –50.0 –33.8
Netherlands (Consumer Electronics)
Sanofi-Aventis 77.4 45.70 0.59 –23.3 –29.9
France (Pharmaceuticals)
Iberdrola 35.6 5.53 0.18 –49.5 0.9
Spain (Conventional Electricity)
Diageo 39.6 8.73 0.06 –20.6 6.2
U.K. (Distillers & Vintners)
BNP Paribas 69.0 58.72 –0.05 –20.4 –4.4
France (Banks)

Deutsche Telekom 62.3 11.10 –0.09% –20.4% –24.2%
Germany (Mobile Telecom)
Assicurazioni Genli 38.0 20.90 –0.24 –36.7 –7.2
Italy (Full Line Insurance)

Sources: Dow Jones Indexes; WSJ Market Data Group
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Behind Europe’s deals: Bank revenue rankings, Eurozone
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

Deutsche Bank $754 8.0% 10% 25% 57% 8%

JPMorgan 616 6.5% 20% 17% 52% 11%

Morgan Stanley 558 5.9% 24% 17% 57% 2%

Merrill Lynch 510 5.4% 21% 20% 58% 1%

Goldman Sachs 466 5.0% 11% 11% 75% 3%

RBS 408 4.3% 2% 35% 18% 44%

Credit Suisse 378 4.0% 27% 31% 38% 4%

BNP Paribas 353 3.8% 1% 35% 29% 35%

Citi 342 3.6% 14% 29% 48% 9%

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

Rank Gp  808 –32 38 232 Clariant  313 42 93 107

Smurfit Kappa Fdg  653 –17 72 156 Pernod Ricard 506 43 115 216

Rep Iceland 928 –14 –89 576 Wendel 1134 43 110 669

Kabel Deutschland  713 –5 39 139 Endesa  213 43 56 112

mmO2  70 –3 13 20 ArcelorMittal Fin 588 46 140 321

TUI AG 849 –3 129 279 Fiat 832 55 276 577

Nielsen  832 –3 48 161 Sol Melia  529 61 146 219

Colt Telecom Group  415 –3 64 104 Glencore Intl 890 63 166 548

Rallye 1086 –2 91 338 Stena Aktiebolag 787 63 367 416

Altadis  130 –2 –5 66 Repsol YPF 255 119 154 157

Source: Markit Group

Latest,
Market value, in local STOCK PERFORMANCE

Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

WSJ.com

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

Convertible Arbitrage -10.90% -30.86% -36.0% -40.9% -41.2%
Merger Arbitrage -0.37% -7.21% -9.7% -9.5% -10.5%
Event Driven -0.71% -13.55% -16.5% -18.4% -19.3%
Distressed Securities -2.27% -12.75% -19.3% -24.7% -27.0%
Equity Market Neutral 0.04% 0.49% -3.8% -3.7% -2.4%
Equity Long/Short 0.35% -7.19% -12.0% -13.3% -12.0%

*Estimates as of 10/22/08, 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 1.50 98.64% 0.01% 1.52 1.18 1.32

Eur. High Volatility: 10/1 3.29 95.47 0.02 3.30 2.16 2.70

Europe Crossover: 10/1 7.89 92.01 0.06 7.95 5.74 6.77

Asia ex-Japan IG: 10/1 3.75 92.76 0.02 3.75 1.99 2.82

Japan: 10/1 2.30 96.31 0.02 2.51 1.58 1.96

 Note: Data as of October 22

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

In percentage points
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.

BLUE CHIPS & BONDS
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By Rebecca Smith

France’s Areva SA said it is form-
ing a joint venture with Northrop
GrummanCorp.tobuildnuclear-reac-
tor vessels, steam generators and
other heavy equipment at Northrop’s
Newport News, Va., shipyard.

The deal is a sign that the planned
resurgence of nuclear power in the
U.S. could help stimulate the coun-
try’s manufacturing sector.

The two companies plan to in-
vest a total of $360 million in Areva
Newport News LLC to build a
300,000-square-foot manufactur-
ing and engineering facility
for Areva’s nuclear reactor,
known as the Evolutionary
Power Reactor, or EPR.

Areva is seeking to get
the reactor design certified
by the Nuclear Regulatory
Commission for use in the
U.S., a process that is likely
to take several years.

Areva, which is con-
trolled by the French state,
is competing in an industry
in which Japanese compa-
nies, such as Hitachi Ltd.
and Toshiba Corp., have
come to play a major role. China, too,
isbuilding up itsnuclear-power tech-
nology with hopes of exporting it.

Anne Lauvergeon, chief executive
of Areva, said she wants 80% of the
content of the U.S. plant’s Areva reac-
tors to be built domestically. She said
she believes the Northrop partner-
ship will give Areva a competitive ad-
vantage in the U.S. over rivals who
rely more on imported components.

TheU.S.nuclearsupplychainatro-
phied after a construction boom
ended in the 1980s. In 1977, roughly
1,350 American companies were
membersoftheAmericanNuclearSo-
ciety, the key professional associa-
tion for the industry, compared with
about 700 today. And many of those
firms,whilebasedintheU.S.,havefor-
eign owners. The NRC has expressed
concern that a majority of equipment
purchases for new reactors appeared
likely to be made outside the U.S.,
complicatingitstaskofconductingin-
spections to ensure quality.

Orders from U.S. nuclear opera-
tors could top $100 billion in com-
ing years, and some are hoping that
a wave of nuclear construction
could also bolster the U.S.’s ailing
manufacturing sector. The highly au-
tomated Newport News facility will
employ 500 skilled workers.

Mike Petters, president of
Northrop Grumman Shipbuilding,

theNorthropunit involvedinthe ven-
ture, said “we’ve watched manufac-
turing wane in shipbuilding, and
we’ve watched for other opportuni-
ties to go into adjacent areas....We
think a nuclear renaissance is coming
and we have the work force.”

Ms. Lauvergeon said Areva’s ex-
isting heavy-manufacturing facility
at Chalon/Saint Marcel, France, is
operating at capacity, with a five-
year backlog of orders. Nucelar
plants built with Areva’s design are
under construction in France, Fin-
land and China. Three U.S. utilities
have selected Areva’s design, includ-

ing Constellation Energy
Group Inc., PPL Corp. and
Ameren Corp.

Areva’s decision to in-
vest in an American facility
indicates that the company
is confident plans to build
new nuclear plants in North
America will move forward.

In the U.S., Areva is mar-
keting its reactor through a
venture between Electric-
ité de France SA and Con-
stellationEnergycalledUni-
star. Areva hopes to over-

see construction of a slew of identi-
cal nuclear plants. Standardizing
the design and construction of
plants helps simplify licensing and
drive down costs. Constellation
hopes to build two Areva reactors.

Boosting the size of America’s nu-
clear-component suppliers could
build political support for nuclear
powerandincreasetheamountoffed-
eral loan guarantees pledged toward
construction of new reactors. Power
companies are seeking $122 billion in
federal loan guarantees, but only
$18.5 billion is currently available.

Areva is in discussions with
other manufacturers, including Le-
high Heavy Forge, of Bethlehem,
Pa., which is seeking approval to be-
come a nuclear supplier.

Although the arrangement could
provide a boost for U.S. heavy indus-
try, it doesn’t entirely eliminate bot-
tlenecks in the nuclear supply chain.
Ramping up forges—needed to
make reactor cores—is difficult be-
cause skilled workers are scarce.
Currently, the heaviest forgings are
made only in Japan and France.

Last year, Areva had to remake
somepipeforgingsforareactorinFin-
land because metallurgical problems
prevented ultrasonic inspections. It
said the problem showed its workers
needed time to relearn a manufactur-
ing process not used in years.

 —David Gauthier-Villars
contributed to this article.

Areva, Northrop forge
nuclear-vessel venture

Sony cuts profit outlook
Strengthening yen,
economic turbulence
undermine recovery

Anne
Lauvergeon

A WSJ NEWS ROUNDUP

BANGALORE, India—Reliance In-
dustries Ltd., India’s biggest com-
pany by market value, said Thursday
its fiscal second-quarter net profit
rose 7% from a year earlier, helped by
higher margins in its key refining
business.

The oil and petrochemicals com-
pany said net profit for the quarter
ended Sept. 30 rose to 41.22 billion
rupees ($835.9 million) compared
with 38.37 billion rupees.

Sales rose 40% to 447.87 billion ru-
pees from 320.43 billion rupees a
year earlier. Its gross refining margin
was $13.40 a barrel, compared with
$9.10 a barrel a year earlier, and
lower than $15.70 a barrel in the first
quarter. The margin is the differ-

ence in the price of the refined prod-
uct and the cost of buying crude for
refining.

Mumbai-based Reliance makes
more than 75% of its money from oil
refining. It operates the world's
third-largest refinery at Jamnagar
in western India and plans with
U.S.-based energy giant Chevron
Corp. to build another refinery
there. Together, the refineries are
expected to process 1.24 million bar-
rels of crude per day by 2009.

“At Reliance, We are at the final
leg of capital expenditure in our key
businesses and will see cash flows
from these investments in the fol-
lowing quarters,” said Mukesh D.
Ambani, chairman and managing di-
rector.

By Hiroko Tabuchi

TOKYO—Citing the global eco-
nomic turmoil and a strengthening
yen, Sony Corp. sharply lowered its
outlook for its fiscal year ending
March 2009, a blow to the company
whose nascent recovery was al-
ready looking fragile.

The Tokyo-based electronics gi-
ant warned that the deteriorating
business climate could force the
company to scale back capital spend-
ing, close plants and cut jobs to
shore up profit.

Themoveexposesthevulnerability
of Japan’s exporters, which the coun-
try’seconomydependson.Sony,which
makes more than three-quarters of its
revenueoverseas,isespeciallyvulnera-
bletoforeign-exchangemovesandeco-
nomicwoesworld-wide.

For the year ending March 31,
Sony said it now expects to post a net
profit of 150 billion yen ($1.54 bil-
lion), down from its July forecast of
240 billion yen. The company had
2008 net profit of 369 billion yen.
Sony also expects operating profit of
200 billion yen, down 57% from its
July forecast and 58% from last year.

Sony said net profit for the July-
September period likely fell 72% to
21 billion yen after a downturn in the
Japanese stock market hit profit at

its financial unit. The year-earlier pe-
riod included an extraordinary gain
from the sale of part of its Tokyo
headquarters. The company plans to
announce consolidated results for
the second quarter on Oct. 29.

ThelowerforecastcomesjustasSo-
ny’stwobusinessesthatfacedthebig-
gestchallengesinrecentyears—video-
games and TVs—were starting to im-
prove. Sony had previously expected
both segments to turn a profit this fis-
cal year. But at a press conference,
SonyChiefFinancialOfficerNobuyuki
Oneda said that was now unlikely.

Weighing on Sony’s earnings is a
jump in the yen against the euro. A
strong yen hurts Japanese exporters
because it erodes earnings when con-
verted into the home currency and
can also make their products more
expensive in overseas markets.

Sony had hoped the European

market would continue to offset re-
cent sluggishness in Japan and the
U.S. In the year ended March 2008,
Sony’s sales in Europe rose 14% to
2.33 trillion yen, while sales fell in
the U.S. and Japan.

With the euro at almost 4 µ-year
lows, Sony’s European earnings are
hurting. On Thursday, the euro
traded at about 125 yen, far below the
162 yen Sony had predicted in July.

Sony said it expects the Euro-
pean currency to regain some
ground and average about 140 yen in
the six months to March. But if the
euro remains at current levels, Sony
said operating profit could fall an-
other 80 billion yen to 90 billion yen.

Meanwhile, Sony expects overall
markets for flat-panel TVs and digi-
tal cameras to shrink as the world
economy slows, hurting sales. In-
tense price competition is also eat-
ing into profit: South Korea’s Sam-
sung Electronics Co., a key competi-
tor in TVs, has used a weak won to
increase sales in the U.S.

Sony revised downward its sales
forecast for flat-panel TVs by one mil-
lion units to 16 million and for its com-
pact digital cameras by two million to
24 million. However, it raised its out-
look for the hand-held PlayStation
Portable videogame machine by one
million to 16 million, saying hardware
was selling well in its games segment.

Before the profit-forecast an-
nouncement, Sony shares Thursday
were down 6.3% to end at 2,295 yen.
 —Yuzo Yamaguchi and

Kenneth Maxwell in Tokyo
contributed to this article.

CORPORATE NEWS

Note: Fiscal years end March 31 of year shown

Source: the company

Sony Electronics
Sales by region, in trillions of yen
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Reliance net income increases 7%
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n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 10/17 USD 34.75 –53.0 –0.7 10.7
LG Asian Plus AS EQ CYM 10/17 USD 39.59 –55.0 –5.0 5.6
LG Asian SmallerCo's AS EQ BMU 10/22 USD 51.00 –69.2 –14.8 –3.1
LG India EA EQ MUS 10/16 USD 35.58 –56.8 –2.0 15.7
Siberian Investment Co EE EQ IRL 10/06 USD 24.72 –69.8 –17.1 5.9

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/22 EUR 33.71 –61.1 NS NS
MP-TURKEY.SI OT OT SVN 10/22 EUR 19.80 –60.4 NS NS

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 10/22 EUR 3.32 –63.4 NS NS
Parex Eastern Europ Bd EU BD LVA 10/22 USD 10.68 –21.2 –3.9 0.0
Parex Russian Eq EE EQ LVA 10/22 USD 9.83 –65.5 –6.3 NS
Parex Ukrainian Eq EU EQ LVA 10/22 EUR 2.89 NS 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 10/22 USD 107.90 –57.0 –2.6 4.6
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/22 USD 103.73 –57.5 –3.4 3.9
PF (LUX)-Biotech-Pca OT EQ LUX 10/21 USD 290.76 –16.6 7.1 8.6
PF (LUX)-CHF Liq-Pca CH MM LUX 10/21 CHF 123.73 1.8 1.6 1.1
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/21 CHF 95.51 1.8 1.5 1.5
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/21 EUR 129.45 –44.2 –6.3 2.8
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/21 USD 77.11 –42.3 –1.7 1.6
PF (LUX)-East Eu-Pca EU EQ LUX 10/21 EUR 173.23 –64.0 –15.0 1.6
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/22 USD 92.66 –59.7 –6.0 NS
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/22 USD 308.09 –57.5 –5.3 5.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/21 EUR 85.49 –40.0 –5.9 2.4
PF (LUX)-EUR Bds-Pca EU BD LUX 10/21 EUR 366.84 0.4 –0.4 1.9
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/21 EUR 288.08 0.4 –0.4 2.5
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/21 EUR 122.18 –8.2 –2.8 0.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/21 EUR 89.07 –8.2 –2.8 1.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/21 EUR 100.22 –32.3 –9.5 –2.1
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/21 EUR 64.81 –32.3 –9.5 –2.2
PF (LUX)-EUR Liq-Pca EU MM LUX 10/21 EUR 133.78 3.6 3.1 2.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/21 EUR 99.93 3.6 3.1 2.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/21 EUR 341.98 –47.1 –9.0 0.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/21 EUR 113.23 –42.5 –7.9 0.5
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/21 USD 165.79 –16.4 –0.1 3.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/21 USD 118.21 –16.4 –0.1 5.0
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/21 USD 13.49 –45.3 –9.5 –1.6
PF (LUX)-Gr China-Pca AS EQ LUX 10/22 USD 207.58 –54.8 6.7 7.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/22 USD 203.99 –53.6 2.5 11.9
PF (LUX)-Jap Index-Pca JP EQ LUX 10/22 JPY 8512.03 –43.3 –11.9 –2.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/22 JPY 7863.27 –47.0 –15.4 –3.3
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/22 JPY 7684.75 –47.3 –15.8 NS
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/22 JPY 4102.66 –45.1 –16.2 –5.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/22 USD 165.77 –50.7 –1.5 6.9
PF (LUX)-Piclife-Pca CH BA LUX 10/21 CHF 707.07 –19.4 –3.2 0.5
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/21 EUR 50.26 –39.9 –6.6 NS
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/21 USD 30.18 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/21 USD 72.19 –39.7 NS NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/21 EUR 365.40 –46.6 –7.0 5.1
PF (LUX)-US Eq-Ica US EQ LUX 10/21 USD 85.84 –33.9 –3.7 –0.1
PF (LUX)-USA Index-Pca US EQ LUX 10/21 USD 76.31 –35.5 –5.6 –0.6
PF (LUX)-USD Bds-Pca US BD LUX 10/21 USD 489.70 6.0 4.4 3.7
PF (LUX)-USD Bds-Pdi US BD LUX 10/21 USD 369.98 6.0 4.4 4.5
PF (LUX)-USD Liq-Pca US MM LUX 10/21 USD 129.73 2.8 4.0 3.0
PF (LUX)-USD Liq-Pdi US MM LUX 10/21 USD 87.45 2.8 4.0 3.3
PF (LUX)-Water-Pca GL EQ LUX 10/21 EUR 112.68 –28.2 0.0 7.3
PF (LUX)-WldGovBds-Pca GL BD LUX 10/21 USD 148.35 3.3 4.1 3.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/21 USD 125.54 3.3 4.1 3.7

PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/21 USD 60.81 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 –93.8 –53.5 NS
Global Technology OT EQ IRL 10/22 USD 8.06 –47.0 –11.5 –6.7
Japan Fund USD JP EQ IRL 10/23 USD 11.79 –34.2 –7.1 0.6

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 09/30 USD 92.31 –3.7 NS NS
Discovery USD A OT OT CYM 09/30 USD 116.30 11.9 NS NS
Elbrus USD A GL EQ CYM 09/30 USD 10.71 –24.9 NS NS
Europn Conviction USD B EU EQ CYM 09/30 USD 113.54 5.5 NS NS
Europn Forager USD B OT OT CYM 09/30 USD 187.94 –11.2 8.9 NS
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –10.7 NS NS
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –17.9 4.2 NS
Latin America USD A GL EQ CYM 09/30 USD 13.94 2.3 NS NS
Paragon Limited USD A EU EQ CYM 09/30 USD 289.73 11.6 20.8 NS
UK Fund USD A OT OT CYM 09/30 USD 168.76 1.9 6.2 NS

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 10/22 USD 62.55 –53.1 5.6 14.9

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/22 EUR 585.63 –42.3 NS NS
Core Eurozone Eq B EU EQ IRL 10/22 EUR 664.30 NS NS NS
Euro Fixed Income A EU BD IRL 10/22 EUR 1143.90 –10.0 –4.2 –0.4
Euro Fixed Income B EU BD IRL 10/22 EUR 1212.49 –9.5 –3.6 0.1
Euro Small Cap A EU EQ IRL 10/22 EUR 955.48 –50.6 –13.4 0.5
Euro Small Cap B EU EQ IRL 10/22 EUR 1016.21 –50.3 –12.9 1.1
Eurozone Agg Eq A EU EQ IRL 10/22 EUR 517.69 –47.8 NS NS
Eurozone Agg Eq B EU EQ IRL 10/22 EUR 738.74 –47.5 –9.5 NS
Glbl Bd (EuroHdg) A GL BD IRL 10/22 EUR 1203.23 –7.2 –2.2 0.0
Glbl Bd (EuroHdg) B GL BD IRL 10/22 EUR 1268.08 –6.6 –1.5 0.6
Glbl Bd A EU BD IRL 10/22 EUR 1022.43 –1.1 –2.8 –0.9
Glbl Bd B EU BD IRL 10/22 EUR 1080.85 –0.5 –2.2 –0.3
Glbl Real Estate A OT EQ IRL 10/22 USD 708.96 –48.3 NS NS
Glbl Real Estate B OT EQ IRL 10/22 USD 725.69 –48.0 NS NS
Glbl Real Estate EH-A OT EQ IRL 10/22 EUR 681.37 –46.5 NS NS
Glbl Real Estate SH-B OT EQ IRL 10/22 GBP 64.41 –45.7 NS NS
Glbl Strategic Yield A EU BD IRL 10/22 EUR 1175.39 –22.4 –4.8 0.0
Glbl Strategic Yield B EU BD IRL 10/22 EUR 1248.85 –21.9 –4.2 0.6
Japan Equity A JP EQ IRL 10/22 JPY 10677.00 –47.0 –15.2 –4.0
Japan Equity B JP EQ IRL 10/22 JPY 11299.00 –46.7 –14.7 –3.5
Multi St Cash Plus EH-A GL EQ IRL 10/22 EUR 974.79 –3.3 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/22 USD 1305.21 –51.4 –3.2 4.1
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/22 USD 1382.78 –51.1 –2.6 4.7
Pan European Eq A EU EQ IRL 10/22 EUR 758.76 –46.1 –10.0 –0.4
Pan European Eq B EU EQ IRL 10/22 EUR 803.14 –45.8 –9.5 0.2
US Equity A US EQ IRL 10/22 USD 678.88 –42.4 –9.2 –2.5
US Equity B US EQ IRL 10/22 USD 721.70 –42.0 –8.7 –1.9
US Small Cap A US EQ IRL 10/22 USD 1016.01 –44.1 –8.7 –1.9
US Small Cap B US EQ IRL 10/22 USD 1080.76 –43.7 –8.2 –1.3

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/22 SEK 65.03 –47.0 NS NS
Choice Japan Fd JP EQ LUX 10/23 JPY 45.22 –46.5 –16.8 –5.1
Choice Jpn Chance/Risk JP EQ LUX 10/23 JPY 45.90 –52.2 –16.8 –4.1
Choice NthAmChance/Risk US EQ LUX 10/23 USD 2.91 –44.5 –11.6 –4.8
Europe 2 Fd EU EQ LUX 10/23 EUR 0.74 –51.6 –10.6 0.9
Europe 3 Fd EU EQ LUX 10/23 GBP 2.56 –45.1 –5.9 2.7
Global Chance/Risk Fd GL EQ LUX 10/23 EUR 0.50 –40.2 –10.0 –0.7
Global Fd GL EQ LUX 10/23 USD 1.65 –46.1 –7.8 –0.2
Intl Mixed Fd -C- NO BA LUX 10/23 USD 21.67 –35.9 –4.7 0.8
Intl Mixed Fd -D- NO BA LUX 10/23 USD 15.29 –35.9 –2.5 1.9
Wireless Fd OT EQ LUX 10/23 EUR 0.10 –49.6 –12.3 –7.7

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/22 USD 4.23 –54.9 –4.0 2.2
Currency Alpha EUR -IC- OT OT LUX 10/23 EUR 11.04 7.1 NS NS
Currency Alpha EUR -RC- OT OT LUX 10/23 EUR 11.00 6.7 NS NS
Currency Alpha SEK -ID- OT OT LUX 10/23 SEK 107.10 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/23 SEK 110.21 NS NS NS
Generation Fd 80 OT OT LUX 10/23 SEK 6.33 –36.1 NS NS
Nordic Focus EUR NO EQ LUX 10/22 EUR 56.18 NS NS NS
Nordic Focus NOK NO EQ LUX 10/23 NOK 61.14 NS NS NS
Nordic Focus SEK NO EQ LUX 10/22 SEK 60.21 NS NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/23 USD 0.72 –58.0 –5.0 1.8
Choice North America Eq. Fd US EQ LUX 10/23 USD 1.41 –42.3 –11.3 –4.6

Ethical Global Fd GL EQ LUX 10/23 USD 0.61 –46.8 –9.1 –1.5
Ethical Sweden Fd NO EQ LUX 10/23 SEK 27.32 –42.9 –4.9 3.6
Europe Fd EU EQ LUX 10/23 USD 1.58 –56.3 –3.4 6.1
Global Equity Fd GL EQ LUX 10/23 USD 1.05 –46.4 –7.4 0.0
Index Linked Bd Fd SEK OT BD LUX 10/23 SEK 12.77 4.4 2.0 5.0
Medical Fd OT EQ LUX 10/23 USD 2.83 –25.0 –4.7 1.1
Short Medium Bd Fd SEK NO MM LUX 10/23 SEK 9.08 2.8 2.3 2.1
Technology Fd OT EQ LUX 10/23 USD 1.62 –44.6 –9.4 –5.4
World Fd GL EQ LUX 10/23 USD 1.60 –42.2 –2.0 2.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/23 EUR 1.26 1.5 2.1 2.0
Short Bond Fd SEK NO MM LUX 10/23 SEK 21.34 2.3 2.2 2.1
Short Bond Fd USD US MM LUX 10/23 USD 2.48 2.1 3.5 2.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/23 SEK 9.98 –1.9 NS NS
Alpha Bond Fd SEK -B- NO BD LUX 10/23 SEK 8.96 –1.9 NS NS
Alpha Bond Fd SEK -C- NO BD LUX 10/23 SEK 25.01 –2.1 –0.5 2.8
Alpha Bond Fd SEK -D- NO BD LUX 10/23 SEK 8.33 –2.1 –0.5 NS
Alpha Short Bd SEK -A- NO MM LUX 10/23 SEK 10.69 2.4 NS NS
Alpha Short Bd SEK -B- NO MM LUX 10/23 SEK 10.03 2.4 NS NS
Alpha Short Bd SEK -C- NO MM LUX 10/23 SEK 20.93 2.3 2.1 NS
Alpha Short Bd SEK -D- NO MM LUX 10/23 SEK 8.70 2.3 2.1 NS
Bond Fd EUR -C- EU BD LUX 10/22 EUR 1.26 3.6 1.0 2.9
Bond Fd EUR -D- EU BD LUX 10/23 EUR 0.51 4.2 1.1 3.0
Bond Fd SEK -C- NO BD LUX 10/22 SEK 39.45 4.8 1.8 3.5
Bond Fd SEK -D- NO BD LUX 10/23 SEK 11.90 4.3 1.6 3.4
Corp. Bond Fd EUR -C- EU BD LUX 10/23 EUR 1.08 –10.0 –3.5 –0.5
Corp. Bond Fd EUR -D- EU BD LUX 10/23 EUR 0.84 –10.4 –3.6 –0.6
Corp. Bond Fd SEK -C- NO BD LUX 10/23 SEK 10.64 –12.7 –4.3 –1.0
Corp. Bond Fd SEK -D- NO BD LUX 10/23 SEK 8.36 –12.6 –4.2 –1.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/22 EUR 96.39 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/23 EUR 96.72 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/23 SEK 104.93 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/23 SEK 968.92 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/23 SEK 20.36 3.7 2.1 2.8
Flexible Bond Fd -D- NO BD LUX 10/23 SEK 11.53 3.7 2.1 2.8

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/23 SEK 85.28 –21.7 –5.5 NS
Global Hedge I SEK -D- OT OT LUX 10/23 SEK 77.94 –24.0 –6.4 NS

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/22 USD 1.46 –54.5 –1.6 6.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/23 SEK 16.16 –56.5 –9.9 –2.4
Europe Chance/Risk Fd EU EQ LUX 10/23 EUR 817.10 –54.2 –12.1 –0.6

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/22 USD 12.94 –65.6 6.5 6.5
Eq. Pacific A AS EQ LUX 10/22 USD 6.45 –55.0 –0.6 3.6

n SGAM Fund
Bonds CHF A CH BD LUX 10/22 CHF 26.91 2.8 –0.3 1.0
Bonds ConvEurope A EU BD LUX 10/21 EUR 28.14 –2.5 2.7 6.0
Bonds Eur Corp A EU BD LUX 10/22 EUR 19.77 –11.0 –3.9 –0.2
Bonds Eur Hi Yld A EU BD LUX 10/21 EUR 14.74 –32.7 –9.5 –2.7
Bonds EURO A EU BD LUX 10/22 EUR 37.92 2.6 0.5 2.4
Bonds Europe A EU BD LUX 10/22 EUR 36.49 1.7 0.4 2.3
Bonds US MtgBkSec A US BD LUX 10/22 USD 22.35 –10.9 –0.9 0.6
Bonds US OppsCoreplus A US BD LUX 10/22 USD 31.11 0.3 2.6 2.0
Bonds World A GL BD LUX 10/22 USD 36.68 1.2 4.0 3.2
Eq. ConcentratedEuropeA EU EQ LUX 10/21 EUR 22.02 –47.9 –11.9 –1.9
Eq. Eastern Europe A EU EQ LUX 10/21 EUR 15.96 –63.2 –15.7 –1.9
Eq. Equities Global Energy OT EQ LUX 10/21 USD 14.71 –40.5 NS NS
Eq. Euroland A EU EQ LUX 10/21 EUR 9.78 –45.7 –9.4 –0.2
Eq. Euroland MidCapA EU EQ LUX 10/21 EUR 16.12 –49.5 –11.7 –0.9
Eq. EurolandCyclclsA EU EQ LUX 10/21 EUR 14.22 –44.5 –6.4 –0.3
Eq. EurolandFinancialA OT EQ LUX 10/21 EUR 10.40 –46.8 –12.2 –2.0
Eq. Glbl Emg Cty A GL EQ LUX 10/21 USD 6.18 –55.7 –3.2 5.0
Eq. Global A GL EQ LUX 10/21 USD 21.64 –46.1 –8.9 –1.2
Eq. Global Technol A OT EQ LUX 10/21 USD 4.03 –49.9 –12.4 –7.8
Eq. Gold Mines A OT EQ LUX 10/21 USD 14.30 –53.6 –2.3 –0.1
Eq. Japan A JP EQ LUX 10/22 JPY 708.26 –49.4 –18.0 –8.7
Eq. Japan Sm Cap A JP EQ LUX 10/22 JPY 869.66 –54.3 –30.3 –14.6
Eq. Japan Target A JP EQ LUX 10/22 JPY 1460.90 –33.1 –14.0 NS
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –21.3 7.1 10.0
Eq. UK A UK EQ LUX 10/22 GBP 9.11 –49.4 –15.3 –4.3
Eq. US ConcenCore A US EQ LUX 10/22 USD 16.29 –38.8 –12.6 –6.5

Eq. US Lg Cap Gr A US EQ LUX 10/21 USD 12.14 –41.7 –10.5 –6.0
Eq. US Mid Cap A US EQ LUX 10/21 USD 21.25 –48.7 –8.5 –2.3
Eq. US Multi Strg A US EQ LUX 10/21 USD 17.47 –42.4 –11.3 –3.8
Eq. US Rel Val A US EQ LUX 10/21 USD 17.05 –44.6 –11.6 –2.8
Eq. US Sm Cap Val A US EQ LUX 10/21 USD 15.69 –43.8 –11.7 –3.6
Eq. US Value Opp A US EQ LUX 10/21 USD 14.99 –45.5 –14.2 –7.3
Money Market EURO A EU MM LUX 10/22 EUR 26.92 4.4 3.4 2.7
Money Market USD A US MM LUX 10/22 USD 15.68 3.3 4.2 3.2

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 –5.3 –0.6 NS
UAE Blue Chip Fund Acc AS EQ ARE 10/16 AED 7.28 –21.1 NS NS

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 10/23 EEK 117.14 –61.7 –18.5 –0.9
New Europe Small Cap EUR EE EQ EST 10/23 EEK 63.55 –59.4 –15.0 NS
Second Wave EUR EE EQ EST 10/23 EEK 118.48 –59.5 –8.8 NS

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/23 JPY 8572.00 –56.1 –18.9 –5.7
YMR-N Japan Fund JP EQ IRL 10/23 JPY 9913.00 –50.6 –13.8 –2.3
YMR-N Low Price Fund JP EQ IRL 10/23 JPY 12532.00 –52.4 –17.7 –3.1
YMR-N Small Cap Fund JP EQ IRL 10/23 JPY 5719.00 –60.8 –24.6 NS
Yuki Mizuho Gen Jpn III JP EQ IRL 10/23 JPY 4614.00 –55.2 NS NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/23 JPY 4923.00 –55.9 –20.7 NS
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/23 JPY 6538.00 –52.9 –18.0 NS
Yuki Mizuho Jpn Gen JP EQ IRL 10/23 JPY 8425.00 –53.4 –16.4 NS
Yuki Mizuho Jpn Gro JP EQ IRL 10/23 JPY 6157.00 –56.7 –21.5 NS
Yuki Mizuho Jpn Inc JP EQ IRL 10/23 JPY 8094.00 –45.5 –14.9 NS
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/23 JPY 5287.00 –49.5 NS NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/23 JPY 10631.00 –48.8 –17.6 NS
Yuki Mizuho Jpn PGth JP EQ IRL 10/23 JPY 7826.00 –57.4 –21.4 NS
Yuki Mizuho Jpn SmCp JP EQ IRL 10/23 JPY 5572.00 –62.0 –25.0 NS
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/23 JPY 5220.00 –50.2 NS NS
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/23 JPY 2448.00 –64.6 NS NS

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/23 JPY 4525.00 –53.3 NS NS
Yuki 77 General JP EQ IRL 10/23 JPY 6111.00 –52.9 –17.6 NS
Yuki 77 Growth JP EQ IRL 10/23 JPY 6507.00 –54.5 –20.7 NS
Yuki 77 Income AS EQ IRL 10/23 JPY 5019.00 –44.8 NS NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/23 JPY 6503.00 –52.6 –17.2 NS
Yuki Chugoku Jpn Gro JP EQ IRL 10/23 JPY 5244.00 –53.0 NS NS
Yuki Chugoku Jpn Inc JP EQ IRL 10/23 JPY 5517.00 –41.5 –14.0 NS
Yuki Chugoku JpnLowP JP EQ IRL 10/23 JPY 7752.00 –49.4 –14.9 NS
Yuki Chugoku JpnPurGth JP EQ IRL 10/23 JPY 4798.00 –53.4 NS NS

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/23 JPY 7023.00 –52.3 –17.2 NS

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/23 JPY 4775.00 –52.1 NS NS
Yuki Hokuyo Jpn Inc JP EQ IRL 10/23 JPY 5457.00 –42.8 NS NS
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/23 JPY 4171.00 –57.7 NS NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/23 JPY 4978.00 –55.3 NS NS
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/23 JPY 4763.00 –53.3 NS NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/23 JPY 5393.00 –55.1 NS NS

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 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 10/17 USD 555.32 –68.8 –66.4 –38.4

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 09/30 EUR 103.16 0.7 6.9 7.6
Integrated Emg Markets EUR OT OT CYM 09/30 EUR 83.44 –20.6 –19.3 –3.6
Integrated European EUR OT OT CYM 09/30 EUR 151.80 2.2 1.1 4.2
Integrated Event Driven EUR OT OT CYM 09/30 EUR 93.79 –12.5 –11.3 1.2
Integrated Lg/Sh Sel F EUR OT OT CYM 09/30 EUR 89.88 –10.1 –9.3 2.9
Integrated MultSt B EUR OT OT VGB 09/30 EUR 124.40 –10.8 –9.0 0.0
Integrated Relative Value EUR OT OT CYM 09/30 EUR 96.76 –3.7 –3.4 2.4

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 09/30 EUR 1902.24 –13.7 –12.4 0.9
KBL SPOP Investing OT OT LUX 09/30 USD 1829.54 –14.3 –12.7 1.6
KBL SPOP Long/Short Eq OT OT LUX 09/30 USD 485.64 –26.7 –23.4 –1.4
KBL SPOP Long/Short Eq OT OT LUX 09/30 EUR 480.58 –26.1 –22.9 –2.0

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 10/17 USD 221.07 –73.4 –72.9 –46.5
Antanta MidCap Fund EE EQ AND 10/17 USD 491.49 –72.9 –70.8 –34.6
Meriden Opps Fund GL OT AND 10/15 EUR 93.73 –16.4 NS NS
Meriden Protective Div GL EQ AND 10/20 EUR 79.70 –1.7 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 10/21 USD 71.10 49.3 66.5 30.6

Superfund GCT USD* GL EQ LUX 10/21 USD 3344.00 37.8 48.8 21.2

Superfund Gold A (SPC) GL OT CYM 10/21 USD 976.12 11.1 27.9 25.8

Superfund Gold B (SPC) GL OT CYM 10/21 USD 1099.68 17.5 39.2 32.3

Superfund Q-AG* OT OT AUT 10/21 EUR 8028.00 24.2 30.7 16.3

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 10/17 EUR 123.58 –12.7 –5.8 –3.9

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 10/17 USD 261.45 –12.8 –5.7 –2.3

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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Nestlé raises sales outlook
as pricing strategy succeeds

Carrefour sales rise 7%
on price-promotion push
Strength in France
and South America
sidestep a slowdown

Carrefour CEO José Luis Durán said he remains optimistic that the French grocery
company can weather any worsening of the world economy.

CORPORATE NEWS
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By Cecilie Rohwedder

French grocery giant Carrefour
SA dodged the economic downturn
in the third quarter, reporting a 7%
sales increase on strong sales in
France, South America and Asia.

Carrefour, the world’s second-
largest retailer measured by sales af-
ter Wal-Mart Stores Inc., said
Thursday that sales for the quarter
ended Sept. 30 totaled Œ24.72 bil-
lion ($31.72 billion), compared with
Œ23.11 billion a year ago.

The company didn’t release earn-
ings figures but stuck to its full-year
goal of 7% increases at constant cur-
rency in sales and profit, reassuring
investors concerned by growing con-
sumer caution.

The report offered an important
window onto global consumer senti-
ment. Paris-based Carrefour oper-
ates stores ranging from large super-
centers selling groceries and non-

food items, to discount and conve-
nience stores, across 18 countries in
Europe, Asia and South America.

Carrefour’s Chief Executive Of-
ficer José Luis Durán said the gains
“constitute a solid performance and
attest to the robustness and resil-
ience of our business model.” At the
same time, he warned of a “particu-
larly challenging and volatile envi-
ronment” and noted “changes in cur-
rent consumption patterns” that in-
cluded shoppers hunting for even
more bargains and switching to
value brands.

Mr. Durán is working under pres-
sure from a joint venture of French
billionaire Bernard Arnault and U.S.
private-equity group Colony Capi-
tal LLC, which owns a 10.7% stake in
Carrefour and is eager to see a re-
turn on its investment.

Over the summer, Carrefour had
suffered a drop in shopper traffic
and spending at its French hyper-
markets and stepped up price pro-
motions as a result. In the third quar-
ter, sales in France edged up 3.5%,
compared to a just 0.5% rise in the
second quarter. “Promotions at hy-
permarkets are key,” Mr. Durán said
Thursday.

By Aaron O. Patrick

VEVEY, Switzerland—The
world’s largest food company,
Nestlé SA, raised its revenue out-
look for the year as its strategy of in-
creasing product prices continues
to pay off.

Nestlé reported strong sales for
the first nine months of the year
that exceeded market forecasts. To-
tal sales rose 3.4% to 81.3 billion
Swiss francs ($69.85 billion) in the
nine months ended Sept. 30 from a
year earlier. Stripping out the ef-
fects of acquisitions and currency
fluctuations, sales would have
climbed 8.9%. Like many European
companies, Nestlé doesn’t report
quarterly earnings.

Nestlé’s stock rose 3.4% to end at
44.40 francs in a broadly lower mar-
ket Thursday. It is down 12.9% in the
past 52 weeks.

The surprisingly strong sales in-
crease illustrates how food compa-
nies can perform well even in the cur-

rent tough economic climate.
Nestlé’s brands include Nesquik choc-
olate milk and Gerber baby food.

Unlike some competitors, Nestlé
hasbeenabletopushthroughbigprice
increaseswithoutlosingmanycustom-
ers. Nestlé has increased the average
price of its food and drinks 5.9% this
year. Some increases have been much
larger: Prices of milk and ice cream
jumped 8.9% over the same period.

By adding features and promot-
ing its brands, Nestlé has been able
to persuade consumers to pay more
for its products. Following that
strategy, it is introducing a new line
of baby food, NaturNes, that boasts
that it cooks the ingredients sepa-
rately, an appeal to parents worried
about sterilization.

Nestléincreased prices at the start
of the year in response to steep jumps
in commodity prices. But now that
commodity costs are starting to fall,
Nestlé said it doesn’t plan big price re-
ductions, a move that analysts say
should lead to higher profit margins.
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BUSINESSES FOR SALE
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FINANCIAL SERVICES

MACHINERY & EQUIPMENT
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BABE RUTH FIRST HOMERUN BAT!
Spectacular and historic. Fully documented
autographed Babe Ruth game bat used by
Ruth to hit the first homerun at Yankee Stadi-
um in the third inning on April 18, 1923. For sale
by private owner for $5.2 million dollars.

Documentation available upon serious requests.
646-369-9340 rangrist@hotmail.com

Gulfstream V
3750TT - One US Owner

Beautifully Oufitted
Go towww.proflite.net/GV

for Specs & Pictures
Or contact Ted Button at:
ted.button@proflite.net
Phone +1 201-288-5762

156' Trans Atlantic
Helicopter Pad

Great Charter Layout
5 Staterooms

Mark 305-794-1167

BEST DEALMEGAYACHT

Picture FrameMfg. Liquidation
25,000 + Large new high qlty beautiful, ornate
molding pic frames. All sizes from 16" x 20" to 36"
x 48", gld, plat, slvr, charcoal, brn, etc. Orig
material cost from $85 to $350 ea. All must go.
$15 ea in qty of 1000, + Frt. FOB Calif. Also, 6x4
and 8x10 28,000 pieces at $2 ea. For info/pics:

707-332-7007 § facility-ops.com

Portland CEMENT Plant
Pgh. PA mm6.2 Ohio River
11 acres on Neville Island
unload with 22 Ton crane
SILO storage 56,000 Tons
grinding cap. 750,000T yr.
kiln cap. 400,000T per year.
412-771-3870 or rgilmore@
nevilleislandsupply.com

Own an Energy
Conservation Business
Energy Automation Systems,

Incorporated. Tap into decades of experience
and skill to enjoy an

exciting and profitable career as an indepen-
dent EASI affiliate.

For information call 615-822-7250
or

www.energysavingbusiness.com

BUYER'S CHOICE!
$3 billion in businesses. For sale by owner!
Free to buyers! From $200K & up - all types!

Call 866-498-6445
Email buyers@nbcsllc.com

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

Great Mid-Western market,
terrific facility and lease.
Strong upside potential.

Asking $1.5 Mil.
Serious inquiries only.

Howard: 563-650-5390

Professional "AA"
Hockey Team For Sale

THE FRANCHISOR FOR
HELP-U-SELL$ REAL ESTATE,
the nation's preeminent fee-for-service
real estate franchise, will sell substantially
all of its assets, including franchisee
agreements with approximately 400
franchisees operating in 40 states,
accounts receivable relating to those
franchisees, copyrights, and other intellec-
tual property, free and clear of all liens and
encumbrances, pursuant to a United State
Bankruptcy Court-supervised sale that
will occur on or about November 24, 2008.
See Chapter 11 reorganization case for
Realty Information Systems, Inc. , a
Nevada corporation, dba Help-U-Sell$
Real Estate, BKN-08-50463.

TO COMMENCE DUE DILIGENCE,
QUALIFIED AND INTERESTED BUYER
SHOULD CONTACT ASH ASENSIO AT

(888) 433-3053
EMAIL AT: ASHASENSIO@HELPUSELL.COM

OR MAIL AT
REALTY INFORMATION SYSTEMS, INC.

P.O. BOX 742
COLTON, CA 92324

Upon execution of a confidential ity
agreement, sales information packages will
be made available.

National Servicing company seeking to
purchase performing, non-performing &
charge-off 2nd mortgages.

Contact Hunter
williamdi1@gmail.com

866-672-9148

2ndMTG POOLSWANTED

Private Investors
Opportunity

“Perfect Pay,” potential return of 10%.
Guaranteed by underlying lease contracts. Up to
$5 million per year investment opportunity.

Interested parties should email:
jkirsch@coolersmart.com
All information confidential.

Collateral Portfolios
A Rated or Better Secondary Market Collateral
Portfolios. Non Mortgage Backed-Mortgage
related or Mortgage Pass through. For infor-

mation call 212-500-2085
www.collateralsource.com

Brand New $30K.
Several units left from

never opened Copy center.
$3,995/delivered

HIGH SPEED OFFICE COPIER

352-257-3600
TOLL FREE 877-736-5091

www.copierinfo.biz

SCREENWRITER/DIRECTOR
INDIE AWARD-WINNER

sold to major film studios. HIRE ME to turn your
amazing idea or life into film/tv. Share credit as
"writer." Repped by top agency. Can produce
and/or help sell. Fun involvement.

310-924-5682
Go to: scottwriterdirector.com

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.
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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 10/22 GBP 6.03 –36.2 –7.3 –1.2
Andfs. Borsa Global GL EQ AND 10/21 EUR 6.16 –37.1 –7.6 –2.8
Andfs. Emergents GL EQ AND 10/21 USD 10.14 –53.1 –1.4 6.9
Andfs. Espanya EU EQ AND 10/21 EUR 11.37 –36.8 –2.4 6.3
Andfs. Estats Units US EQ AND 10/21 USD 13.23 –34.0 –6.0 –2.5
Andfs. Europa EU EQ AND 10/21 EUR 6.92 –38.6 –6.5 0.1
Andfs. Franca EU EQ AND 10/21 EUR 8.72 –39.3 –8.3 –0.8
Andfs. Japo JP EQ AND 10/21 JPY 464.74 –45.2 –13.7 –6.4
Andfs. Plus Dollars US BA AND 10/22 USD 8.57 –20.5 –3.2 –1.0
Andfs. RF Dolars US BD AND 10/22 USD 10.23 –10.3 –1.5 –0.5
Andfs. RF Euros EU BD AND 10/22 EUR 9.12 –18.9 –7.1 –3.3
Andorfons EU BD AND 10/22 EUR 12.43 –20.9 –7.7 –3.8
Andorfons Alternative Premium OT OT AND 08/29 EUR 111.84 –1.5 2.8 NS
Andorfons Mix 30 EU BA AND 10/22 EUR 8.55 –27.3 –7.4 –3.6
Andorfons Mix 60 EU BA AND 10/21 EUR 8.89 –33.3 –7.4 –3.4

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 10/17 USD 156886.25 –42.5 –4.4 0.4

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 10/23 EUR 10.19 0.1 3.7 NS
DJE-Absolut P GL EQ LUX 10/23 EUR 182.79 –25.6 0.4 8.1
DJE-Alpha Glbl P EU BA LUX 10/23 EUR 156.94 –20.7 1.7 7.9
DJE-Div& Substanz P GL EQ LUX 10/23 EUR 172.13 –28.6 0.2 8.1
DJE-Gold&Resourc P OT EQ LUX 10/22 EUR 110.47 –41.8 –5.7 –2.2
DJE-Renten Glbl P EU BD LUX 10/23 EUR 117.99 –4.3 0.3 2.7
LuxPro-Dragon I AS EQ LUX 10/23 EUR 89.60 –55.9 NS NS
LuxPro-Dragon P AS EQ LUX 10/23 EUR 87.75 –56.8 NS NS
LuxTopic-Aktien Europa EU EQ LUX 10/22 EUR 14.05 –26.2 1.7 5.1
LuxTopic-Pacific AS EQ LUX 10/23 EUR 10.05 –54.1 –5.3 NS

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 –61.2 NS NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 10/17 USD 47.70 –63.2 NS NS
(Lux) Russian EUR EE EQ LUX 10/17 EUR 40.39 –63.7 NS NS
(Lux) Russian USD EE EQ LUX 10/17 USD 41.74 –65.6 NS NS
Balkan Fund EE EQ SWE 10/23 SEK 12.72 –62.4 –9.5 NS
Baltic Fund EE EQ SWE 10/23 SEK 45.04 –42.9 –11.0 7.7
Eastern European Fund EU EQ SWE 10/23 SEK 22.48 –58.1 –9.4 11.2
Russian Fund EE EQ SWE 10/23 SEK 652.07 –60.7 –6.4 8.2
Turkish Fund EE EQ SWE 10/23 SEK 3.85 –65.1 NS NS

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

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 –19.3 10.1 47.6
EFG-Hermes MEDA* GL EQ BMU 09/30 USD 29.23 –2.9 12.0 27.9
EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/19 SAR 6.16 NS NS NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 31.61 –8.7 10.1 26.9

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 10/17 USD 239.49 –22.6 –3.0 2.4

Sel Emerg Mkt Equity GL EQ GGY 10/17 USD 132.26 –52.4 –3.7 6.1
Sel Euro Equity EUR US EQ GGY 10/22 EUR 80.52 –47.5 –9.5 –0.1
Sel European Equity EU EQ GGY 10/17 USD 146.68 –50.8 –6.2 3.2
Sel Glob Equity GL EQ GGY 10/17 USD 150.87 –48.5 –9.4 –1.4
Sel Glob Fxd Inc GL BD GGY 10/22 USD 126.70 –12.9 –2.8 –0.3
Sel Pacific Equity AS EQ GGY 10/22 USD 91.87 –48.1 –3.2 5.8
Sel US Equity US EQ GGY 10/17 USD 105.97 –40.9 –8.7 –2.2
Sel US Sm Cap Eq US EQ GGY 10/17 USD 138.65 –45.6 –11.1 –4.7

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 10/22 EUR 289.08 –20.6 –5.6 –1.1
DSF 50/50 EU BA LUX 10/22 EUR 218.15 –27.8 –7.0 –1.6
DSF 75/25 EU BA LUX 10/22 EUR 167.70 –35.1 –9.3 –3.0
KBC Eq (L) Europe EU EQ LUX 10/21 EUR 443.20 –44.3 –11.1 –3.6
KBC Eq (L) Japan JP EQ LUX 10/21 JPY 18776.00 –42.5 –12.4 –5.3
KBC Eq (L) NthAmer EUR US EQ LUX 10/22 EUR 462.58 –41.1 –11.6 NS
KBC Eq (L) NthAmer USD US EQ LUX 10/21 USD 704.50 –36.1 –7.6 –2.6
KBL Key America EUR US EQ LUX 10/21 EUR 341.54 –42.5 NS NS
KBL Key America USD US EQ LUX 10/21 USD 352.52 –42.3 NS NS
KBL Key East Europe EU EQ LUX 10/21 EUR 1424.05 –57.1 –11.1 4.6
KBL Key Eur Sm Cie EU EQ LUX 10/21 EUR 744.70 –51.3 –9.9 2.3
KBL Key Europe EU EQ LUX 10/21 EUR 543.23 –41.8 –8.0 1.2
KBL Key Far East AS EQ LUX 10/21 USD 920.21 –55.1 –4.3 0.7
KBL Key Major Em Mkts GL EQ LUX 10/21 USD 371.42 –58.7 NS NS
KBL Key NaturalRes EUR OT EQ LUX 10/21 EUR 359.35 –43.1 NS NS
KBL Key NaturalRes USD OT EQ LUX 10/21 USD 360.52 –47.4 NS NS
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Weill may start fund to invest
in beaten-up financial assets

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

Calpers to shore up assets
Pension fund to seek
greater contributions
if returns keep falling

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

The U.S.’s largest public pension
fund said it intends to tap California
public employers for more money if
its heavy investment losses don’t re-
verse, a sign that more financial pain
could be in store for state and local
governments.

The California Public Employees’
Retirement System, known as Calp-

ers, said its assets have declined by
more than 20%, or at least $48 bil-
lion, from the end of June through
Oct. 10.

Unless returns improve, Calpers
is poised to impose an estimated in-
crease in employer contributions of
2% to 4% of payroll starting in July
2010 for about two-thirds of its state-
employer members, and in July 2011
for the remaining third. Any decision
will be made after Calpers knows its
returns for the fiscal year.

A sharp drop in returns also has
hurt Dutch pension fund ABP, which
with Œ195 billion ($250.2 billion) in
assets at the end of September is
larger than Calpers. On Thursday, it
said it also faces a shortage in re-
serves, after its assets declined Œ22
billion during the first nine months
of the year.

The ratio of funds compared to its
financial obligations dropped below
the 125% level required by law, to
118% at the end of the third quarter.
Amsterdam-based ABP said that ra-
tio has since deteriorated further,
but didn’t provide a specific figure.

But unlike Calpers, the fund
doesn’t plan on asking employers for
more contributions, said Thijs Ste-
ger, an ABP spokesman. Nor does it
intend to alter its overall strategy.
The fund is required to explain by the
end of the year how it will return to
the required ratio.

In California, a Calpers rate in-
crease would add to a fiscal mess in
the state, where falling sales-tax and
income-tax revenue and a tanking
real-estate market have affected gov-
ernment agencies across the state.
With budget cuts for state and local
governments projected in coming
years, a Calpers increase would be
one more burden.

The average employer contribu-
tion rate for public agencies, includ-

ing cities and counties, is 13% of pay-
roll this fiscal year, Calpers said.

The news “bodes very badly for
us,” said Lori Ordway-Peck, assistant
superintendent of business services
for Burbank Unified School District,
which serves about 15,000 students
near Los Angeles. “Something would
have to give to find that money.”

Joe DeAnda, a spokesman for Cali-
fornia Treasurer Bill Lockyer, said
“the most obvious impact is going to
be on taxpayers, who will have to
fund any additional increases” to
Calpers contributions, though he
added that the treasurer is maintain-
ing hope that a market recovery will
minimize, if not eliminate, any addi-
tional burden. H.D. Palmer, a spokes-
man for the California Department
of Finance, declined to comment, as
Calpers hasn’t yet decided whether
to enact the increase.

With most economists forecast-
ing a recession in the U.S. and at least
a slowdown abroad, analysts see a
tough road ahead for corporate earn-
ings, and expectations for the stock
market are low.

For the fiscal year that ended in
June, Calpers lost 2.4%; Merrill
Lynch recently estimated the aver-
age public pension fund’s return as
negative 5.1% for that period. Regard-
less of whether Calpers beats its
peers, losses make it more difficult
for the fund to fulfill its job of deliver-
ing pension payments to 1.6 million
beneficiaries.

Between Oct. 31, 2007, when Calp-
ers assets peaked at $260.4 billion,
and Oct. 20 of this year, when assets
stood at $192.7 billion, the fund lost
about $67.7 billion. The giant fund
has tried to steer through the recent

market turmoil while searching for
new leadership, as its chief executive
officer and chief investment officer
both stepped down midyear.

While Calpers may end up among
the first public pension funds to pass
on the costs of investment losses to
employer members, it may not be
the last. Almost every public pension
fund is grappling with losses in stock
markets, where funds hold on aver-
age 58% of their assets, said Keith
Brainard, research director at the Na-
tional Association of State Retire-
ment Administrators.

The increase in contributions to
Calpers could be greater than 4% if
the fund’s assets decline further by
the end of the fiscal year next June.
The increases would be smaller, or
potentially not occur, if the fund re-
verses those losses.

A Calpers spokeswoman said that
because of strong returns over the
four years through June 2007, the
fund has put aside 14% of its assets to
serve as a cushion during bad times.
As a result, the potential increases in
employer contributions would be
less than increases imposed during
previous downturns.

On Wednesday, the U.S. House of
Representatives’ Education and La-
bor Committee said the U.S. Pension
Benefit Guaranty Corp. lost $3.1 bil-
lion in stock investments in the 11
months through August. The PBGC is
a government agency that insures
private pension plans, takes over
failed pension plans, and pays bene-
fits to workers in those plans.
Charles Millard, head of the PBGC,
was scheduled to testify before the
committee on Friday.

 —Paula Park in London
contributed to this article.

By Susanne Craig

Goldman Sachs Group Inc. is pre-
paring to cut about 10% of its 32,500
employees, according to people famil-
iar with the matter, a sign of deepen-
ing job losses on Wall Street.

The cuts, expected throughout
the New York-based company, under-
score how much even the mightiest
securities firms have been shaken by
the 16-month credit crisis. Despite
avoiding the catastrophic mistakes
that sank Bear Stearns Cos. and Leh-
man Brothers Holdings Inc., Gold-
man is suffering from the drought in
investment banking and trading.

Goldman, which in September
converted to a bank-holding com-
pany, has in recent months been less
willing to put its capital on the line
for itself and its clients, which will re-
sult in lower profits going forward.

In September, with the company’s
work force at a record high, Chief Fi-
nancial Officer David Viniar indi-
cated he expected the company’s

head count to be flat or higher for the
rest of the year. But the credit crisis
has deepened since then, forcing
Goldman to cut more than 3,000 jobs.

The downsizing wave is likely to
get worse on Wall Street in the next
several months, from securities
firms to hedge funds. Barclays PLC
plans to cut at least 3,000 jobs from
its payroll in the U.S., which includes
former Lehman operations.

Of the 61,000 employees at Mer-
rill Lynch & Co., thousands are likely
to lose their jobs as part of the firm’s
takeover by Bank of America Corp.
Merrill already has eliminated 5% of
its jobs this year.

About 75 Merrill staffers were cut
this week from its Asian fixed-in-
come and equities trading desks.
Those cuts were part of a world-wide
staff reduction that eliminated about
500 trading jobs, a person close to
the situation said.

At Morgan Stanley, employment
as of the end of August was down
about 3% from a year earlier.

THE INTERNATIONAL INVESTOR

By David Enrich

Sanford Weill, the architect of
Citigroup Inc., is considering a plan
to profit from the same turmoil that
has clobbered the banking giant.

Mr. Weill, who pulled off the deal
that created Citigroup a decade ago
and became its chairman and chief
executive, is in talks about launch-
ing a private-equity fund that would
invest in beaten-down financial
companies and assets, according to
people familiar with the matter.

Mr. Weill’s potential partners
are Michael Klein, who was co-head
of Citigroup’s investment bank until
he left in July, and Michael Masin,
former chief operating officer at the
New York company.

Such ventures often fizzle before
getting off the ground, so it isn’t
clear if Mr. Weill will go through
with the plan. In recent weeks,
though, Mr. Weill’s team has
reached out to potential investors,
including sovereign-wealth funds,
outlining their strategy and gauging
interest in putting money into such
a fund, people familiar with the dis-
cussions said. The tentative goal is
to raise about $5 billion.

Launching the fund would mark
a new chapter in Mr. Weill’s storied

financial career. In 1986, he bought
a troubled Baltimore-based lender
that became a vehicle for building a
global financial juggernaut that cul-
minated in Citigroup. Now 75 years
old, Mr. Weill stepped down as CEO
in 2003 and as chairman in 2006.

In recent years, Mr. Weill has de-
voted much of his time to two philan-
thropic ventures, Carnegie Hall and
the Weill Cornell Medical College.

Meanwhile, Citigroup has suf-
fered, piling up four straight quar-
terly losses that have caused its
shares to plunge 55% since the begin-
ning of the year.

In 2005, Mr. Weill was preparing
to launch a private-equity fund but
shelved the idea following an outcry
from Citigroup’s board, which wor-
ried that the venture might com-
pete against the company.

Mr. Klein is a charismatic invest-
ment banker with a bulging Rolo-
dex. Mr. Masin got to know Mr. Weill
during their time together as trust-
ees at Carnegie Hall. Mr. Weill re-
cruited him to join Citigroup’s
board and later hired him as chief
operating officer. Mr. Masin left Citi-
group in 2004.

Messrs. Weill, Klein and Masin ei-
ther declined to comment or didn’t
respond to requests.

*Beginning June 30, 2002 figures are reported 
as gross of fees 
Source: California Public Employees’ Retirement System

Calpers aims to deliver
If Calpers can't achieve sufficient investment returns, it will have to tap public 
employers for more money.
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Scheck, Rhonda Rundle and
Jennifer Levitz

Goldman to cut 10% of its jobs;
more Wall Street layoffs likely
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Banco de Sabadell SA

Banco de Sabadell SA posted an
80% rise in third-quarter net profit,
boosted by a gain, and said it
strengthened its capital ratios to off-
set a sharp increase in bad loans.
The Spanish bank said net profit in-
creased to Œ333.7 million ($428.1
million) from Œ185 million a year ear-
lier, lifted by a Œ418.4 million gain
tied to the sale of half its insurance
business to Zurich Financial Ser-
vices AG. The bank set aside part of
the gain, Œ235 million, as a provi-
sion for potential future loan losses.
This helped Sabadell maintain its
Tier 1 capital ratio—a key measure
of a bank’s financial strength—at
7.24%, roughly at the same level as a
year earlier. Net interest income
rose 8.4% to Œ367.9 million from
Œ339.5 million.

Raytheon Co.
Raytheon Co. posted a 43% rise

in third-quarter net income, helped
by broad gains across its businesses.
The defense contractor also raised
its forecast for the year. Raytheon’s
profit rose to $427 million, or $1.01 a
share, from $299 million, or 68
cents a share, a year ago. Revenue
climbed 12% to $5.86 billion. Sales
were up 11% to $1.2 billion in the unit
that does work on missile-defense
systems and rose 8% to $1.3 billion
in the segment that makes missiles
and other munitions for the mili-
tary. Sales at the unit that makes ra-
dars and other electronic equip-
ment were up 11% to $1.1 billion. To-
tal bookings were $5.77 billion,
down 8.9% from last year. Raytheon
said it now expects 2008 total reve-
nue of $22.9 billion to $23.2 billion.

Elan Corp.

Irish pharmaceutical company
Elan Corp. posted a smaller third-
quarter net loss as its multiple-scle-
rosis drug Tysabri approached
blockbuster status. Elan’s net loss
narrowed to $83.5 million from
$87.4 million a year ago as revenue
rose 55% to $266.4 million. Elan’s
share of revenue from Tysabri,
which it owns together with Biogen
Idec PLC, was $63.5 million. How-
ever, research and development
costs jumped 53% to $90 million.
Even though Chief Financial Officer
Shane Cooke said that Tysabri was
on track to reach total annual reve-
nue of more than $1 billion. Patient-
uptake rates have dipped since Au-
gust, when two patients using the
drug contracted the rare neurologi-
cal disease PML.

Wolseley PLC

Wolseley PLC said it will close
branches and cut jobs at its U.S. busi-
ness Stock, as it sees the decline in
the construction sector worsening.
The U.K.-based building-materials
company, which earlier this year
failed to sell the business or find a
joint-venture partner, said it would
carry out a “fundamental restructur-
ing” of Stock, cutting about 3,000
jobs, or 25% of the remaining work
force, closing 86 branches and exit-
ing 16 markets in six states. Ana-
lysts said they had hoped for more
radical action like a sale or closure
of the business. In London, Wolse-
ley shares ended down 5.7% to
287.25 pence ($4.67). The stock has
lost 59% of its value since the start
of the year amid the wider market
downturn and fears over the extent
of the downturn in the U.S. and U.K.
construction markets.

DSG International PLC

British consumer-electronics re-
tailer DSG International PLC said
sales continued to fall over the past
six months as consumer demand for
computers, washing machines and
other big-ticket home appliances
dropped amid a looming recession.
The company, which has stores in 15
European countries, said sales in
stores open for at least a year fell 7%
during the 24 weeks to Oct. 18. To
combat the downturn, the owner of
chains such as PC World and Currys
said it would cut capital spending
by £30 million ($49 million) this
year, primarily by skipping nones-
sential updates of its technology sys-
tems. Over the summer, DSG cut 250
jobs out of a total head count of
about 2,000. The company said that
no further job cuts are planned.

Iberdrola SA

Utility’s net edges higher
amid investment warning

Spanish utility Iberdrola SA
Thursday said its net profit rose 2%
in the third quarter but cautioned
that current financial conditions
could lead to the postponement of
some investments. Net profit in-
creased to Œ522.1 million ($669.9 mil-
lion) from Œ511.8 million a year ear-
lier, helped by rising generation and
higher Spanish electricity-pool
prices. Revenue rose 24% to Œ5.79 bil-
lion. Despite the currently difficult fi-
nancial conditions, Iberdrola still
aims to reach an annual net profit of
Œ3.5 billion in 2010, said Chief Execu-
tive Ignacio Galan. However, he
warned that the crisis might delay in-
vestments of as much as Œ2 billion
as financing costs rise. Mr. Galan
added that only investments sched-
uled to be completed after 2010 are
likely to be affected by the delay.

—Compiled from staff
and wire service reports.

GLOBAL BUSINESS BRIEFS

Bristol-Myers Squibb Co.

Bristol-Myers Squibb Co.’s
third-quarter profit tripled com-
pared with a year earlier. The re-
sults reflected a gain from the sale
of its wound-care business, strong
product sales and a $224 million
write-down in the company’s auc-
tion-rate-securities portfolio. Net
income rose to $2.58 billion, or
$1.29 a share, from $858 million, or
43 cents a share. On a continuing
operations basis, profit decreased
22% to $588 million, or 30 cents a
share. With its strong cash posi-
tion, which rose to $7.2 billion from
$4 billion a quarter ago, the New
York company appeared well-posi-
tioned to continue its business-de-
velopment strategy of acquiring
companies and teaming up with
others to bolster its portfolio of in-
ternally developed products.

Altria Group Inc.

Altria Group Inc. said its third-
quarter profit fell 67%, reflecting
the spinoff of its international to-
bacco business earlier this year. Al-
tria reported net income of $867 mil-
lion, or 42 cents a share, down from
$2.63 billion, or $1.24 a share, a year
earlier. The company said the decline
also reflected higher taxes, lower earn-
ings from its minority stake in brewer
SABMiller PLC and losses at Philip
Morris Capital Corp. Excluding
items, earnings from continuing op-
erations rose to 46 cents a share
from 40 cents. Revenue rose 5% to
$5.24 billion, with sales excluding
excise taxes paid on tobacco prod-
ucts climbing 6.9% to $4.34 billion.
The Richmond, Va., company said
the U.S. market share for its key Mar-
lboro brand rose a half percentage
point to 41.6%.

ABB’s 26% rise in profit disappoints

Sanofi puts obesity drug on hold

CORPORATE NEWS

By Doug Cameron

And Kerry E. Grace

United Parcel Service Inc.’s
third-quarter net income fell 9.9%
as productivity gains and cost con-
trols failed to offset high fuel costs
and a drop in volume. The world’s
largest package-delivery company,
however, affirmed its full-year earn-
ings projection.

Chief Executive Scott Davis said,
“We continue to see growth in our
international and supply-chain busi-
nesses while maintaining our focus
on cost control and revenue manage-
ment throughout our organization.”

Chief Financial Officer Kurt
Kuehn said the business environment
was “substantially worse than we ini-
tially anticipated,” with significant
slowing toward the quarter’s end.

UPS reported net income of $970
million, or 96 cents a share, down
from $1.08 billion, or $1.02 a share, a
year earlier. The year-ago results in-
cluded $46 million in restructuring-
related charges. Revenue increased
7.4% to $13.11 billion.

Operating margin fell to 12.4%
from 14% while average daily vol-
ume was down 2.6% at 14.9 million
packages.

U.S. package revenue increased
3.8%, but operating profits fell 8.9%
and average volume decreased
3.4%. However, in the international
packages division, revenue rose 17%
as average daily volume was up 7%,
though profits still fell 9.8%.

Looking ahead, UPS affirmed its
reduced July full-year earnings esti-
mate of $3.50 to $3.70 a share, say-
ing it expected earnings to come in
at the low end of that range.

As a diversified transportation
company that moves everything
from documents to building materi-
als, UPS, along with FedEx Corp., is
considered a barometer for the
state of the U.S. economy. Com-

bined, the two companies move an
average of 22 million packages a
day.

UPS also said that a planned $10
billion outsourcing deal with Germa-
ny’s Deutsche Post AG may be rene-
gotiated, though it still aims to close
the deal by year end. Last May, UPS
announced plans to provide air ser-
vices for Deutsche Post’s unprofit-
able DHL Express U.S. operation.
Mr. Davis said Thursday that talks
continued, but “the size and scope”
of the proposed 10-year pact could
change. “There really aren’t any spe-
cifics,” said Mr. Kuehn when asked
about continuing talks with Deut-
sche Post.

UPS earnings drop 9.9%
Higher fuel costs,
volume decline offset
productivity gains

UPS’s productivity gains and cost controls failed to offset high fuel costs and a
drop in volume. The company’s third-quarter net income fell 9.9%.
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By Goran Mijuk

Swiss electrical-engineering com-
pany ABB Ltd. reported smaller-than-
expected increases in third-quarter
earnings and orders, as customers
have delayed decisions on big infra-
structure projects because of the fi-
nancial crisis.

Shares in ABB, which warned that
its short-term outlook was uncer-
tain, fell 19% to close at 13.75 Swiss

francs ($11.81). Several analysts also
cut their ratings and price targets.

The Zurich-based company,
which has benefited the past few
years from an infrastructure boom in
Asia and the Middle East, cited con-
tinued strong demand in Asia and
added that key markets, such as
power distribution, were intact.

ABB said net profit for the quarter
ended Sept. 30 climbed 26% to $927
million from $738 million a year ear-
lier, less than analysts’ expectations
of $974 million. Sales rose 22% to
$8.79 billion from $7.19 billion.

Orders rose 7% to $8.89 billion
from $8.32 billion, missing ana-
lysts’ expectations of $9.5 billion.
During the past few quarters, ABB
registered order growth of 20% and
more. The slowdown in order
growth was mainly because of
large infrastructure projects being

cut or delayed in Europe and the
Middle East. However, no orders
have been canceled, said Chief Exec-
utive Joe Hogan.

Mr. Hogan, who joined the com-
pany from General Electric Co.’s
health-care unit, said ABB is likely
to benefit from strong demand in
power transmission and distribu-
tion infrastructure in the long run
but warned that short-term visibil-
ity was low.

Mr. Hogan’s July appointment
was partly because of the 51-year
old American’s experience in merg-
ers and acquisitions. Analysts had
previously expected ABB, which has
about $7 billion in cash, to pursue a
major deal this year or next year.
However, with markets expected to
cool in coming months, ABB is likely
to hoard its cash rather than spend
on a big acquisition.

By Jeanne Whalen

LONDON—French pharmaceuti-
cal company Sanofi-Aventis SA is
suspending European sales of the
obesity drug Acomplia at the request
of Europe’s main medical regulator,
which is concerned that Acomplia’s
psychiatric side effects are worse
than previously thought.

“An increasing number of cases of
serious psychiatric disorders, includ-
ing suicide, have been reported”
since the drug’s introduction in June
2006, the European Medicines
Agency said Thursday. Between June
and August of this year, five suicides
were reported in patients taking
Acomplia in continuing clinical stud-
ies, compared with one suicide
among patients taking a placebo pill,

the EMEA said. The EMEA didn’t pro-
vide a figure for total suicides since
the drug’s launch, or say whether it
considered Acomplia responsible.

The sales suspension is another in
a series of blows for Acomplia, a drug
that Sanofi once hoped would be a
big seller. Acomplia was never ap-
proved for sale in the U.S. because of
concerns about its side effects. In Eu-
rope, it is approved for use in over-
weight and obese people, with strong
warnings that it can increase the risk
of depression and, in a small number
of patients, suicidal thinking.

Acomplia had sales of only
Œ54 million ($69.3 million) in the
first half of 2008, making it a minor
product for Sanofi, which had total
sales of Œ13.6 billion over the same pe-
riod. The company is investing in

new clinical studies to try to broaden
Acomplia’s use to diabetes and car-
diovascular disease. On a conference
call, Sanofi officials said there are
24,000 patients involved in those
studies. They said Sanofi would like
the studies to continue, but that it
will be up to the patients and the phy-
sicians leading the trials.

Sanofi said it would halt clinical
studies involving 4,000 obese and
overweight people, because this is
the group for which the EMEA is sus-
pending sales.

The EMEA said clinical trials com-
pleted since Acomplia’s launch show
that obese or overweight patients
taking Acomplia had twice the risk of
developing depression, anxiety,
sleep disorders and aggression as
those taking a placebo.
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South Korea’s stock market
slumped 7.5% Thursday on a mix of
global and local worries, underscor-
ing the uncertainties still rippling
through markets despite weeks of ef-

forts to reassure investors.
Stocks across Asia fell to a lesser

degree, following Wednesday’s sharp
5.7% drop in the Dow Jones Industrial

Average in the U.S.
and in reaction to
continued eco-
nomic concerns. To-
kyo shares, which

fell heavily Wednesday, dropped 2.5%
Thursday, while Hong Kong fell 3.6%.

South Korea’s broad market Ko-
spi index fell to 1049.71 points, its low-
est close since July 12, 2005, on inves-

tors’ growing expectations of the toll
that the global economic slowdown
will take on the export-driven econ-
omy. Shares in South Korean banks
took a beating amid news reports
speculating on steps that the govern-
ment and Bank of Korea might need
to take to boost won-based liquidity.

Part of the selloff was due to tech-
nical factors related to program
trading, analysts said. Market regu-
lators briefly imposed trading halts
on both the Korea Stock Exchange
and technology-laden Kosdaq mar-
ket. Some investors suggested the
South Korea market was catching
up to other markets in the region, af-
ter not falling as heavily as Tokyo
and Hong Kong in recent days.

Shares in Woori Finance Hold-
ings plunged 15%. Shares in another
major bank firm, Hana Financial
Group, also fell 15%. KB Financial,
which operates the nation’s largest
bank by assets, fell 4.4%. Samsung
Electronics fell 7% ahead of third-
quarter results on Friday.

Buying across Asia later in the
day lifted indexes off their daily
lows, as some investors pointed to
positives, like signs that the global

lending squeeze is easing. But the
Japanese yen continued to
strengthen, hurting Japan’s big ex-
porting manufacturers, and com-
modity prices continued to slide.

Tokyo’s Nikkei Stock Average of
225 companies ended at 8460.98,
bringing losses for the year to
nearly 45%. Market watchers cred-
ited short-covering after the Nikkei
managed to stay above 8000. Solid
first-half results from Shin-Etsu
Chemical in the early afternoon
were seen as a possible catalyst for
the reversal. Its shares rose 4.5%.

Shares of exporters with a rela-
tively large presence in Europe con-
tinued to fall as the yen continued
its rise against the euro. Mazda Mo-
tor skidded 11%, Seiko Epson lost
5.8%, and Sony fell 6.3%.

Hong Kong’s benchmark Hang
Seng index fell to 13714.78, its low-
est close since May 27, 2005. Energy
and resources firms led the declines
on concerns over a global slump in
demand for metals and falling crude-
oil prices. Cnooc tumbled 8.1%,
while PetroChina fell 5.1%.
 —Soo-Kyung Seo

contributed to this article.
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Two Chinese railroad companies
disclosed a total of more than
$300 million in losses on currency
investments, just days after a Hong
Kong conglomerate said it could
lose as much as $1.9 billion from its
own currency agreements.

The disclosures came amid selloffs
in several other stocks, in what some
analysts described as an overreac-
tion, in many cases, that underscored
broader market jitters about expo-
sure to currencies and commodities.

China Railway Group Ltd. said
Thursday that it had incurred losses
of 1.94 billion yuan, or about $284
million, as of Sept. 30, from struc-
tured deposits based on foreign cur-
rencies, particularly the rapidly fall-
ing Australian dollar. Its shares
plunged 7.1% to 3.80 Hong Kong dol-
lars (49 U.S. cents).

China Railway Construction
Corp., which like China Railway
Group is state-controlled, said it
lost 320 million yuan on its mix of
foreign-exchange holdings during
the third quarter. Shares of the rail-
road construction company
dropped 2.5% to HK$7.90. Officials
at the company couldn’t be reached.

On Wednesday, China Railway
Group and China Railway Construc-
tion fell 21% and 19%, respectively,

on fears they might be exposed to
currency shifts.

China Railway Group board sec-
retary Yu Tengqun said the railroad
operator exited from its structured
deposits in August and September.
He also said his company’s invest-
ments didn’t resemble those made
by Citic Pacific Ltd., the property
and infrastructure conglomerate
that earlier this week announced
that it may face big losses because
of leveraged positions on the Austra-
lian dollar. Its shares plunged 66%
over the next two days.

Shares in Shui On Land Ltd.
dropped 25% Wednesday on local me-
dia reports that the property devel-
oper was exposed to losses on a U.S.
dollar currency swap. Shui on late
Wednesday pointed to previous dis-
closures that described terminating
the contracts in the spring, resulting
in a loss of 115 million yuan. Its
shares bounced back 14% Thursday.

Hong Kong-listed China State
Construction International Hold-
ings Ltd. said Thursday that it
hadn’t entered into any currency in-
terest-rate-swap arrangements or
other derivatives. Its stock had
fallen 13% the day before.

Mining company Jiangxi Copper
Co. on Tuesday said it suffered a 172

million yuan “investment” loss in
the third quarter, which knocked its
overall net profit down to 919.5 mil-
lion yuan. Details weren’t disclosed,
but company board secretary Pan Qi-
fang said it decided to announce
earnings a day earlier than sched-
uled as investors flooded the com-
pany with questions about its invest-
ment performance. Its shares fell
7.9% Thursday.

“The market is reacting irratio-
nally because of the panicky overall
state,” said Henry Ho, a Hong Kong
strategist for CLSA Asia-Pacific Mar-
kets. Mr. Ho issued a report Tuesday
listing 26 Hong Kong-listed stocks
with investments in structured prod-
ucts, including China Railway Group.

China Railway Group’s Mr. Yu
said foreign-currency investments
were made partly because govern-
ment rules prevented the company
from moving proceeds of last year’s
initial public offering into Chinese
yuan. His comment highlighted how
tight exchange-rate controls encour-
age Chinese companies to keep
their money offshore, potentially
raising their currency risks.

Within the past year, stock offer-
ings by the two Chinese rail compa-
nies raised a combined $11 billion,
spread between the Shanghai and

Hong Kong markets.
According to some analysts,

strength in the Australian dollar ear-
lier this year may have made it look
like a safe place for Chinese compa-
nies to keep money amid gains in
their own country’s currency. China
Railway Group said it had about
$1.5 billion in Australian-dollar struc-
tured deposits as part of its plan to
fund projects in that country, but
their value had declined by the time
they expired at the end of September.
 —Ellen Zhu in Shanghai

contributed to this article.
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Seoul joins retreat in Asia
Kospi slumps 7.5%
amid export worries;
Nikkei off 45% in ’08

Investors fret over currency hits

FUND SCORECARD

ASIAN-PACIFIC
STOCKS

REUTERS NEWS SERVICE

KUWAIT—More than 100 traders
and investors demonstrated outside
Kuwait’s stock exchange Thursday,
demanding that the government
halt trading and help them cope with
losses after another market slide.

“Halt the trading,” several bro-
kers shouted, flashing dinar ban-
knotes to highlight what they have
lost as they gathered in front of the
second-largest Arab bourse.

The Kuwait stock market has
fallen 33% since the start of July,
while the Dow Jones Industrial Aver-
age shed 26% in the same period. Ku-
waiti shares fell 3% on Thursday.

“The management of the bourse
must do its job and monitor the fall,
and government must pump money
into the stock market,” said dealer Wa-
leed al-Zaabi, one of the protestors.

Kuwait’s stock exchange has
been hit by a string of irregularities.
The country is the only Gulf state
without a financial regulator.

A bourse spokesman said trad-
ing wasn’t interrupted, though
many desks on the trading floor
were vacant during the protest.

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.

By Evan Ramstad in Seoul and
Rosalind Mathieson and
Kathryn O’Keeffe in Singapore

Protestors urge
a halt to trading
in Kuwait stocks

Source: Thomson Reuters Datastream
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T
HE NUMBER of
U.S. workers fil-
ing new claims

for unemployment ben-
efits climbed toward
the half-million mark
last week, the govern-
ment reported, sug-
gesting severe weak-
ness in labor markets.

Initial claims for jobless benefits surged 15,000
on a seasonally adjusted basis to 478,000 in the
week ended Saturday, the Labor Department said.

Separately, home prices in the U.S. dropped a sea-
sonally adjusted 0.6% from July to August, com-
pared with a 0.8% drop the previous month, accord-
ing to a monthly index published by the Federal
Housing Finance Agency. For the 12 months ended
in August, home prices were down 5.9%.

Jobless claims rise sharply
as home-price drop slows

A
PROMINENT
jailed Chinese
dissident won a

human-rights award
given by European law-
makers, just as the
Continent’s leaders
get ready to meet
with their Chinese
counterparts and

other Asian officials in Beijing this weekend.
The dissident, 35-year-old Hu Jia, above, won the

European Parliament’s Sakharov Prize for his efforts
to call attention to China’s human-rights challenges.
The award came despite warnings from Chinese offi-
cials that they would consider it an affront. Mr. Hu,
an advocate for environmental and HIV/AIDS causes,
used the Internet to report and distribute information
about alleged abuses in China.   —Geoffrey A. Fowler
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Jailed dissident wins
European rights award

J
APAN’S TRADE surplus
fell at the sharpest rate
on record in the first

half of this fiscal year, the
government said, adding to
worries that the downturn
in the nation’s export-depen-
dent economy could be pro-
longed.

The surplus fell 85.6% to
802 billion yen ($8.21 bil-
lion) in the six months
ended in September com-

pared with the same period a year earlier, data from
the Ministry of Finance showed. Japan’s import bill
also hit a record because of expensive oil, gas and
coal from overseas. Thursday’s data showed that in
September, the trade surplus tumbled 94.1% year-to-
year to 95.11 billion yen.  —Miho Nakauchi
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Beijing moves to stimulate home-buying
Market’s rapid fall
heralds more pain
for China’s economy

7
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7
CHINA

Court tells EU to take Iran group off blacklist

By Andrew Batson

Beijing

C HINA’S GOVERNMENT is rac-
ing to make sure one of the
world’s biggest housing

booms doesn’t turn into a bust.
How the swoon in housing plays

out in coming months may largely
determine how severe the nation’s
economic slowdown during the glo-
bal financial crisis will be—and how
acute the world-wide repercussions
of the slump will be, as China’s de-
mand for construction materials de-
clines.

While housing bubbles around
the world have burst, China’s mar-
ket has been seen as different be-
cause its surge in home building has
been driven less by financial lever-
age than by real demand from a rap-
idly urbanizing population. Any-
where from 15 million to 20 million
people move to Chinese cities each
year.

But sales of new housing in
China have plummeted in recent
months as buyers get spooked by a
deteriorating economy and weaken-
ing prices.

With economic growth also slow-
ing more than expected, officials
have moved from trying to rein in
prices to encouraging buyers. This
week they announced tax breaks,
smaller down-payment require-
ments and lower loan rates for first-
time home buyers.

If housing continues to tank,
China may not be able to keep
growth above the 8% rate the gov-
ernment has long regarded as the
minimum necessary for prosperity.
More than 80 million people are em-
ployed directly in the construction
industry, so a prolonged downturn
also threatens to lead to more unem-
ployment and social unrest.

“The real estate market decides
what happens to the economy,” says
Paul Cavey, an economist for Mac-
quarie Securities in Beijing. Infra-
structure spending is still strong
and likely to accelerate, but exports

are slowing and are expected to dete-
riorate rapidly in coming months as
world demand weakens. That
makes housing the “swing factor,”
he says.

China’s investment in residential
real estate is even bigger, as a share
of the economy, than in the U.S. It
rose to 10% of gross domestic prod-
uct last year, versus 4.6% in the U.S.
But the risks to the financial system
seem smaller: Mortgage loans ac-
count for 12% of Chinese bank lend-
ing and loans to developers another
7%. In the U.S., real estate-related
loans accounted for more than 50%
of lending by commercial banks, ac-
cording to Standard Chartered.

Because housing drives demand
for so many products, the impact of
the housing slowdown is being felt
world-wide from weaker Chinese de-
mand for commodities. As construc-
tion has slowed in recent months, so
has China’s steel production: Out-
put was down 5.5% in September
from a year earlier. That’s pushing
down prices and forcing some small
producers to shut down. Retailers
selling appliances and electronics
have been reporting weak sales for
months, and now producers are cut-
ting back: output of air conditioners
fell 21% in September, and that of re-
frigerators dropped 6.5%.

Just a year ago, enthusiasm for

housing knew few bounds, as people
all around China lined up outside
new housing developments for the
first chance to buy. But worries
grew that a bubble was developing,
and the government stepped in with
measures aimed at deterring specu-
lative buyers and taking some of the
froth out of housing prices. Those
seemed to be working as intended—
until the global financial crisis
frightened consumers and sucked
away much of the optimism about

China’s prospects.
Housing sales, which at one

point last year were rising by more
than 50% from a year earlier, soft-
ened early this year, and are now
plunging. Floor space sold dropped
36% in August. Average nationwide
housing prices have fallen
month-on-month in both August
and September, and growth in new
construction is slowing sharply as
developers, squeezed for cash, have
to cut back.

“Now everybody believes the
price will go down. And the develop-
ers don’twant to sell at a lower price.
Nobody wants to sell, and nobody
wants to buy,” says William Xin,
chief financial officer of China Hous-
ing&LandDevelopment Inc., a devel-
oper in the western city of Xi’an.

Since government policy helped
precipitate the slowdown, many Chi-
nese have been hoping for official
aid to jump-start the market. The
new policies will “lighten the burden
of home purchases for the majority
of people, especially middle- and
lower-income groups, and expand
the demand for housing,” the Minis-
try of Finance said in a statement.

The quick response reflects the
central role that housing has played
in China’s recent boom. Since hous-
ing was privatized in the late 1990s,
about 30 million new urban homes—
mostly apartments—have been
built in China, according to official
statistics that may well understate
the total.

The question is how much differ-
ence government action can make
now, with the global economic woes
also hurting sentiment. It’s not just
speculative investors who have
stopped buying second apartments,
but new homebuyers as well.

 —Bai Lin and Kersten Zhang
contributed to this article.
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Boom to bust?
China's government is taking new measures to fend off a housing slowdown 
that threatens to have deep economic effects.

Change from a year earlier,
three-month average

Housing investment as 
percentage of GDP
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By Marc Champion

Europe’s second-highest court
ruled the European Union wrongly
blacklisted an Iranian opposition
group, adding fuel to accusations
that the bloc has used its terrorist list
to appease the Iranian government.

Thursday’s ruling was the sec-
ond issued by the European Court of
First Instance in Luxembourg since
2006 ordering the EU to unfreeze
the People’s Mujahedin Organiza-
tion of Iran’s assets and remove it
from the EU list of terrorist groups.
The U.S. also designates the PMOI
as a terrorist organization.

The PMOI’s court victories and
the EU’s avoidance of those rulings
have put the bloc on the defensive. A

group of prominent European law-
yers attacked the EU over the issue
last month, accusing it of abusing
the law for political ends.

“If the [European Union] continue
todefythisverdict, itwillclearly show
thatfromtheveryfirstthislistingwas
theresultofadealwiththemullahs’re-
gime, and not based on fact,” said
Maryam Rajavi, who heads the Paris-
based National Council for Resistance
in Iran, the PMOI’s political wing.

EU spokesmen have said repeat-
edly that they have sufficient evi-
dence to justify the listing and deny
abusing due process.

The PMOI is a group with Marxist
roots formed in 1965 to depose the
ShahofIran.Afterthe1979Iranianrev-
olution, the group turned against the

clericalregime,carryingoutnumerous
terrorist attacks. The PMOI renounced
violence in 2001, and no attack has
been tied to it since. The EU added the
group to its terrorist blacklist in 2002.

Iran has made the PMOI’s interna-
tional terrorist designation a diplo-
matic priority. Europe has been lead-
ing negotiations with Iran to per-
suadeittogiveupitsnuclear-fuelpro-
gram, which could be used for making
weapons, since 2003. Delisting the
PMOI could make Iran still more in-
transigent in those talks, analysts say.

In Thursday’s ruling, the court
found the EU was wrong to keep the
PMOI listed as a terrorist organiza-
tion in December based on evidence
provided by the U.K. because a top
English court had ruled the British

listing of PMOI was “perverse.”
“TheU.K.banwasnotbasedonevi-

dence. It was done to persuade the
mullahs to talk about their illicit nu-
clearweaponsprogramme,”LordCor-
bett, chairman ofa committee ofBrit-
ish parliamentarians who brought
the case, said in a statement respond-
ing to the latest ruling on Thursday.

Since December, the U.K. lost a fi-
nal appeal and was forced to take the
group off its terrorist list. It also
withdrew its sponsorship of the EU
listing. France took the U.K.’s place
in July, claiming new evidence, allow-
ing the EU to keep the group on the
list with a fresh decision. The PMOI
has filed a new case in the Court of
First Instance, which is still pending,
to challenge that July decision.

Trade surplus plummets,
adding to local worries
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VIX may overstate fear
Stock volatility gauge
hits highs, but some
say rise is misleading

Norway is investigating DnB Nor bank

Fear factor
The VIX, a measure of the stock 
market’s volatility

Source: Thomson Reuters Datastream 

Note: with Thursday’s price at 3:30 p.m.  
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EU to derivatives market:
Open up or we’ll step in

By Aaron Lucchetti

And Judith Burns

The chief executive of Moody’s
Corp. told directors last year that
the credit-ratings firm’s push to in-
crease profitability posed a “risk”
to the quality of the ratings pro-
cess, according to an internal docu-
ment released at a House of Repre-
sentatives hearing Wednesday.

The hearing by the House Over-
sight and Government Reform Com-
mittee included a string of emails
and other documents that showed
in detail how far Moody’s and Stan-
dard & Poor’s, which dominate the
business of rating debt securities,
went to accommodate bond issuers
that generated giant fees for the
two firms during the housing
boom.

While both firms have shaken
up their management ranks, tight-
ened conflict-of-interest rules and
made other changes in hopes of re-
storing credibility, lawmakers
were skeptical that those moves
are enough. “The story of the
credit-rating agencies is a story of
colossal failure,” said Rep. Henry
Waxman (D., Calif.), chairman of
the House committee.

The Moody’s CEO, Raymond
McDaniel, insisted to committee
members that Moody’s ratings
weren’t influenced by the bottom
line. But company documents sug-
gested that he and other Moody’s
executives were torn between
maintaining the integrity of the rat-
ings process and easing standards
in an effort to win more business.

“Analysts and [managing direc-
tors] are continually ‘pitched’ by
bankers, issuers, investors—all
with reasonable arguments—

whose views can color credit judg-
ment, sometimes improving it,
other times degrading it (we ‘drink
the kool-aid’),” the CEO wrote in a
presentation for directors in Octo-
ber 2007, according to a document
released by the committee. “Cou-
pled with strong internal emphasis
on market share & margin focus,
this does constitute a ‘risk’ to rat-
ings quality.”

Another document underscored
the tension and anxiety expressed
by some Moody’s employees as
subprime-mortgage-related securi-
ties awarded top ratings by the firm
were staggered by ballooning delin-
quencies. Billions of dollars of mort-
gage-backed securities were sold to
investors on the premise that the se-
curities were safe under most mar-
ket conditions. “It seems to me that
we had blinders on and never ques-
tioned the information we were
given,” an unidentified Moody’s em-
ployee wrote as part of a survey af-
ter a September 2007 town-hall
meeting.

At S&P, one employee wrote in
an instant-message exchange:
“that deal is ridiculous.” A col-
league replied: “it could be struc-
tured by cows and we would rate
it.”

Deven Sharma, president of
S&P, said the language was “inap-
propriate” but showed that the
firm encourages analysts to raise
concerns. The Securities and Ex-
change Commission examined the
exchange and found no miscon-
duct, he added.

Moody’s, McGraw-Hill Cos.’
S&P unit, and the Fitch Ratings
unit of Fimalac SA still have im-
mense influence as arbiters of fi-
nancial strength, especially in the
world of corporate bonds.

Credit raters tell Congress
how conflicts soiled views

By Adam Bradbery

LONDON—The European Com-
mission issued an ultimatum to
traders in the $58 trillion credit-de-
rivatives market: Either create a
transparent clearing and settle-
ment house, or the government
will introduce its own mandatory
system.

The European Union’s executive
body said it will form an industry
working group to develop a clear-
inghouse for the credit-default-
swaps market and address other
risks in the derivatives markets. It
hopes to have a plan in place by the
end of the year.

Credit-default swaps form the
bulk of the credit derivatives mar-
ket and are used by banks and in-
vestors to gain exposure to, or in-
sure against, the risk that a com-
pany goes bust. They now trade be-
tween banks privately, rather than
through an exchange.

The decision to form the work-
ing group came at a European Com-
mission meeting to discuss the is-
sue on Wednesday that was at-
tended by representatives of Euro-
pean regulators, exchanges, clear-
inghouses and users of the mar-
kets, such as banks and insurance
companies.

Oliver Drewes, a spokesman for
Charlie McCreevy, internal mar-
kets commissioner, said Mr. Mc-
Creevy told attendees that he ex-
pected the working group to pro-
duce a clear plan by the end of the
year to shift most CDS trading to a
central clearinghouse.

Mr. McGreevy also said that “so-
lutions would now be essential and
that he would not refrain from im-
posing a legislative one if the indus-
try did not deliver,” according to
Mr. Drewes.

The working group is due to
hold its first meeting in early No-
vember. After producing a plan for
a CDS clearinghouse by year-end,
it will address issues relating to
risks in the broader derivatives
markets using the lessons of the
current financial turmoil, Mr.
Drewes said.

The International Swaps and De-
rivatives Association, which repre-
sents the large traders and users
and was represented at the meet-
ing Wednesday, said the discus-
sions were “open and construc-
tive.”

“We look forward to working
with the Commission to meet any
goals that will continue to improve
operational efficiency and pro-
mote legal certainty,” said Eraj
Shirvani, the ISDA’s chairman.

By Lisa Twaronite,

William L. Watts

And Nick Godt

The dollar slipped against the
yen and euro but remained higher
against the British pound Thursday,
as foreign-exchange markets took

their cue from vola-
tile equities trad-
ing.

The European
unit hit its session

high as the Dow industrials earlier
marked triple-digit gains, which
turned into triple-digit losses by af-
ternoon, when all three major in-

dexes were in the red.
In midafternoon trading in New

York Thursday, the euro was at
$1.2859 from $1.2830 late Wednes-
day, but down from its session peak
of $1.2889, while the dollar was at
96.09 yen, down from 97.70 yen.

The euro was at 123.57 yen from
125.35 yen. The pound was at
$1.6158, down from $1.6241, and the
dollar was at 1.1597 Swiss francs
from 1.1639 francs.

“We remain extremely cautious
in the short run with market condi-
tions likely to remain volatile and,
at times, illiquid especially for
emerging currencies. Over the long

run, we still expect the dollar to
trend higher,” wrote currency strate-
gists at Brown Brothers Harriman.

Japan’s currency moved higher
as stock-market gains evaporated
and risk aversion rose.

Economists said upside remains
for the yen and the dollar.

“Risk aversion remains high, de-
fensive currencies are outperform-
ing, rate cycles have turned lower,
and the [U.S. dollar] and [yen] con-
tinue to gain, benefiting from ongo-
ing de-leveraging and repatriation
flows, in our view," said Martin Mc-
Mahon, currency strategist at
Credit Suisse in Zurich.

MONEY & INVESTING

By Tom Lauricella

And Aaron Lucchetti

As the stock market continues to
post big swings and sharp declines,
the VIX, often known as the fear in-
dex, is getting a lot of attention. It
has spiked to unprecedented
heights and reinforced many inves-
tors’ reluctance to buy stocks.

That surge in the VIX isn’t only
the result of fear that markets will
remain unsettled. There also has
been a scramble among Wall Street
traders to close out money-losing
bets that volatility would subside.
Many market participants say that
rush of buying in the options mar-
ket may be artificially inflating the
VIX. As a result, it may be overstat-
ing expectations for more big de-
clines to come.

Amid fears of a severe global re-
cession and signs of worsening cor-
porate earnings, major U.S. stock-
market indexes gyrated Thursday
as they have during the past several
weeks. As of late-afternoon Thurs-
day, the VIX stood at 73.63, accord-
ing to Reuters, more than double its
level just one month ago.

In recent days the market has
beenabuzz with talk that a number of
big Wall Street firms suffered losses
in equity-derivatives trading linked
to the volatility of global stock mar-
kets.Deutsche Bank AG, for instance,
is said to have lost several hundred
milliondollarsintradingtiedtoanin-
dex of big European stocks. The top
equity derivatives trader in New
York was dispatched to Europe to

manage the situation, according to
people familiar with the situation.

Traders say many other invest-
ment and commercial banks may
have taken hits. The scale isn’t ex-
pected to affect the bottom lines of
these firms but could raise ques-
tions about whether some traders
were sufficiently protecting them-
selves from the risk of an extremely
volatile environment.

A spokeswoman for Deutsche
Bank declined to comment.

The connection between these
losses and the VIX gets to the compli-
cated inner working of the 25-year-
old index created by the Chicago
Board Options Exchange. The VIX
uses option prices to measure mar-
ket expectations of how much the
Standard & Poor’s 500-stock index is
expected to move up and down over
the next 30 days. During periods of
market turmoil, option prices tend
to rise, which in turn lifts the VIX.

As stock markets dropped in
early October, the VIX surged. On

Oct. 6, when the S&P 500 at one point
was down more than 8%, the VIX
blasted through its all-time high to
close at 52.05. The previous high was
hit during trading on Sept. 21, 2001.

Then last Thursday, even after
stockshadbouncedofflowshitonOct.
10, there was a surge in the VIX. It
reachedarecordintradayhighof81.17.

With extreme daily swings in
stock prices, it’s not surprising the
VIX has reached suchpeaks.But mar-
ket participants say aggressive buy-
ing of short-term options isn’t based
on fundamentals. “There are techni-
cal factors driving volatility higher,”
said Dennis Davitt, head of U.S. eq-
uity derivatives at Credit Suisse.

A major catalyst for this buying
binge appears to have been dealers
that package and sell complex secu-
rities known as structured products
to sophisticated clients, such as
hedge funds. The buyers of these
products, usually based on baskets
of stocks, are effectively betting
that volatility will rise.

The Wall Street dealers that sell
these products end up taking the
othersideofthetrade,effectivelybet-
tingthatnear-termvolatilityexpecta-
tions are too high. Over the long run,
this is usually a profitable trade and
can also be hedged through buying
short-term options. The hedges may
not have been sufficient to offset the
massive rise in volatility and some
shops may have actively wagered
that volatility would fall.

When stocks fell and volatility
surged, firms found that the mar-
ket’s actual volatility was much
higher than expected. In options
trading it doesn’t take much move-
ment for losses to pile up.

Wall Street banks have little
cushion to absorb trading losses.
The “tap on the shoulder” from risk
managers has come, requiring posi-
tions to be closed out immediately.

ASSOCIATED PRESS

OSLO—Norway’s largest bank,
DnB Nor ASA, said Thursday that it
and two of its brokers are being in-
vestigated on suspicion of using con-
fidential information about a pro-
posed government rescue-package
to boost profits.

The bank and two brokers from
its markets unit have been prelimi-
narily charged by the national eco-
nomic-crime police Oekokrim with
breaking financial laws relating to
insider trading, DnB Nor said. Nei-
ther the bank nor the police re-
leased the brokers’ names.

DnB Nor sold off Norwegian gov-
ernment bonds valued at 2.3 billion
Norwegian kroner ($317 million) in

the days ahead of the government’s
Oct. 12 announcement that it was of-
fering 350 billion kroner in new gov-
ernment bonds to banks in a move
to improve liquidity in the market.

The government, including the
prime minister’s office, had confi-
dentially discussed financing op-
tions with senior bank officials, in-
cluding some from DnB Nor, as part
of its planning. The bank is now sus-
pected of having profited from that
information, according to the po-
lice.

Oekokrim also raided the bank’s
Oslo headquarters Thursday. It was
not clear how long the police investi-
gation would take or whether it
would lead to an indictment.

The charges were brought after
the government Financial Supervi-
sory Authority filed a police com-
plaint on two possible violations:
the misuse of inside information
and breach of confidentiality in han-
dling such information.

Norwegian Prime Minister Jens
Stoltenberg confirmed earlier that
his office had discussed a finance
package with DnB Nor and other
banks to determine what steps were
needed.

However, the watchdog said it
was the banks, rather than the gov-
ernment, that were under a legal ob-
ligation to protect the confidential-
ity of that information.

CURRENCY
MARKETS

Dollar falls against euro, yen, but gains on pound
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Pakistan holds IMF rescue at bay
Government prefers
funding from allies;
fund seeks spotlight

Shifting landscape
Beijing races to make sure
its housing boom doesn’t
turn into a bust > Page 9

By Matthew Rosenberg

And Bob Davis

Pakistan’s leaders remain deeply
ambivalent about taking what many
say is their only remaining option
to address the country’s collapsing
economy: a rescue package from
the International Monetary Fund.

A day after the IMF said Pakistan
had asked for help, one of the coun-
try’s top economic officials denied
the government had made a formal
appeal. Shaukat Tarin, an economic
adviser to the prime minister, said
Pakistan still hoped to raise $3.5 bil-

lion to $4.5 billion from friendly gov-
ernments, such as the U.S. or China,
or other international financial in-
stitutions like the World Bank, but
not the IMF.

“We have not formally re-
quested the board of the IMF for a
facility, as of now,” Mr. Tarin told re-
porters in Islamabad. “We’ll make a
formal request to the board of the
IMF when we believe we aren’t get-
ting enough money from option A
or B.”

An IMF official said the fund was
perplexed by the remarks and
didn’t understand why the Paki-
stanis “are backtracking.”

It is possible that Mr. Tarin’s re-
marks were technically correct and
aimed at a domestic political audi-
ence deeply skeptical of engaging
with the IMF.

On Wednesday, IMF Managing

Director Dominique Strauss-Kahn
said in a statement that “Pakistani
authorities have requested discus-
sions with the IMF on an economic
program,” and that those discus-
sions would begin in the next few
days. Only at the end of those discus-
sions would Pakistan be expected to
make the kind of formal request to
the IMF for a loan that Mr. Tarin
was talking about. Mr. Tarin
couldn’t be reached for comment.

Eswar Prasad, a former senior
IMF official who teaches at Cor-
nell University, says the IMF also
may have jumped the gun with the
announcement to show that it is
back at the center of the action in
the global financial crisis. He says
Pakistani ministries, apart from
the Finance Ministry, are balking
at the idea of accepting a new set
of conditions from the IMF, which

would likely include reductions in
food subsidies and other transfer
payments.

In Pakistan, the IMF is viewed as
a front for the U.S., he noted, mak-
ing the politics even more compli-
cated. “The opposition would sell it
as the government giving in to U.S.
economic diktats,” he said. “There
would be the implication of another
implicit condition—that govern-
ment would have to toughen its
stance against more fundamental-
ist elements in Pakistan.”

Mr. Prasad said the tough Paki-
stani stance in negotiations also
means the government is holding
out hope for a package from China,
Saudi Arabia or some other develop-
ing nation with fat reserves. “Even
if it’s a Faustian long-term deal with
Beijing and Riyadh, they’d prefer
that to the IMF,” he said.

A Pakistan finance ministry offi-
cial said Pakistan’s leaders are
counting on the country’s allies to
come up with most of the $10 bil-
lion to $15 billion they say they
need over the next two or three
years, believing a front-line state
in the battle against al Qaeda and
the Taliban won’t be abandoned.
“We cannot be allowed to fall,”
said the official.

Arvind Subramaninan, a former
senior IMF official who is now at
the Peterson Institute for Interna-
tional Economics in Washington,
said Thursday’s turn of events prob-
ably means that “some other donor
has come up to the plate,” despite re-
ports that China rebuffed Pakistan
when President Asif Ali Zardari vis-
ited Beijing last week.

A top U.S. diplomat also said this
week that Pakistan would get no un-
conditional handouts.

For the IMF, a public misunder-
standing with Pakistan could pro-
vide another black eye in Asia, where
it can hardly afford one. After the
1997-1998 Asian financial crisis, the
IMF insisted on tough conditions in
exchange for bailout packages, and
country after country vowed never
again to work with the fund.

Ishrat Husain, a former Pakistan
central bank governor, was skepti-
cal that relying on friendly donor na-
tions and not dealing with the IMF
would work.

“I’m not sure the friends of Paki-
stan will give them anything unless
there is an IMF agreement, because
most of them are relying on the
IMF’s certification that the country
is on track,” he said.

The central bank said Thursday
the country’s foreign exchange re-
serves had fallen to $7.323 billion as
of Oct. 18, down from $7.749 billion
a week earlier.

The central bank only has $4.037
billion of that money in its coffers, a
level that would cover less than two
months of imports.

Some said the declining reserves
would force Pakistan to seek the
IMF’s help even if Pakistan is reluc-
tant for now.

ECONOMY & POLITICS

Pakistan, led by Asif Ali Zardari, denies
it asked the IMF for economic help.
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By Laurence Norman

A fter putting up hundreds of
billions of pounds to rescue

financial institutions, the U.K.
government is presenting banks
with the bill: It wants them to
keep the lending taps open to
small businesses.

U.K. Finance Minister Alistair
Darling and Business Secretary
Peter Mandelson met with execu-
tives from Britain’s lead-
ing banks Thursday
amid growing com-
plaints from companies
that they were being cut
off from credit.

The immediate out-
come of the meeting
was the creation of a
standing forum to bring
banks and small busi-
nesses together. While
Mr. Mandelson de-
scribed the group as a
way of “securing better
understanding” between small
businesses and the banks, it was
clear that the underlying objec-
tive was to lock banks into keep-
ing the lending flowing.

For the government, putting
pressure on banks is part of a
much broader role officials are
playing as the economy enters
what some fear could be a pro-
longed downturn. As well as
pushing for loans to small compa-
nies, authorities have been try-
ing to spur banks to continue to
offer home mortgages and ramp
up efforts to prevent home repos-
sessions.

Still, it’s clear that lining up
the interests of large banks and

small companies won’t be easy,
even though the government is
set to become a big shareholder
in some of the U.K.’s biggest
lenders as part of the £400 bil-
lion ($649.64 billion) rescue
package announced earlier this
month.

Stephen Alambritis, a spokes-
man for the U.K.’s Federation of
Small Businesses, said his group
hopes the new forum will help
overcome “inconsistent behav-
ior” of branch managers when it
comes to loans.

But Angela Knight, chief exec-
utive of the British Bankers’ As-
sociation, warned that banks
wouldn’t go to the wall to help ev-
ery last small business. “We have
to be clear that as talk turns to re-

cession, it seems inevita-
ble that some busi-
nesses will not survive,”
she said in a statement.

While the govern-
ment sought to keep the
lending pumps primed,
it also was promising
other initiatives to help
business.

In a speech Thurs-
day, Mr. Mandelson sug-
gested the government
was ready to become
more aggressive about

promoting manufacturing than
it has in recent decades. Mr.
Mandelson, a political heavy-
weight who took up his job ear-
lier this month, said the U.K.
can’t continue to rely so heavily
on financial services to power
the economy.

Since the Conservative era of
Margaret Thatcher, the U.K. gov-
ernment has sought to minimize
its role in the industrial sector.
During that period, manufactur-
ing has steadily shrunk as a pro-
portion of the U.K. economy and
now accounts for around 14% of
output.

Bailout payback:
keep on lending
U.K. government weighs in

assmall businesses complain

of being cut off from credit

Cross-border bank loans
decline at record pace

Central Europe pressured
Poland, Turkey act
to prop up currencies;
zloty’s fall is halted
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Crisis stings Swedish bank profits

By Paul Hannon

LONDON—Cross-border lending
by banks based in developed coun-
tries fell at a record pace during the
second quarter, as banks became in-
creasingly wary of lending to each
other, the Bank for International Set-
tlements said.

In a quarterly report, the BIS
said cross-border and domestic
lending denominated in foreign cur-
rencies in the three months ending
in June fell $1.1 trillion from the pre-
vious three months, when it stood at
$39.1 trillion. The figure includes
lending to banks and other compa-
nies.

That 3% drop was the largest
since 1977, when the BIS began to
collect such data. It was more than
twice the previous largest quarterly
decline, a 1.2% fall in the fourth quar-
ter of 1998, that followed the de-
mise of Long-Term Capital Manage-
ment. It was three times the size of a
1% decline in the second quarter of
2001 that followed the bursting of
the dot-com bubble.

“The reduction in assets was cen-

tered on short-term interbank cred-
its in U.S. dollars,” the BIS said.

International lending to banks
fell $671 billion over the quarter to
$22.4 trillion, after having in-
creased $861 billion in the first quar-
ter. It also was the largest decline in
31 years.

Lending to nonbank borrowers
also fell, but by a much smaller mar-
gin—$191 billion to $12.4 trillion—
while local loans denominated in for-
eign currencies fell by $231 billion
to $4.2 trillion.

Lending to borrowers located in
the U.S., the U.K. and offshore cen-
ters in the Caribbean and Europe
fell most sharply, by 7% in aggre-
gate.

However, lending to borrowers
based in emerging markets gener-
ally, and emerging European mar-
kets in particular, increased, as did
lending to borrowers in the euro
zone. “Loans to banks and nonbanks
in emerging markets continued to
grow,” the BIS said.

The BIS began collecting broad
data on international bank lending
in the mid-1960s.

By David McQuaid

And Emese Bartha

WARSAW—Central European
government-bond and foreign-ex-
change markets remained under
pressure, as foreign investors contin-
ued to pull their money out of emerg-
ing markets.

In Warsaw, the central bank is-
sued a statement reminding inves-
tors of Poland’s strong economic fun-
damentals after the currency
dropped 5% in early trading Thurs-
day, on top of a 10% tumble Wednes-
day.

The central bank’s efforts were re-
warded as the zloty recovered much
the day’s lost ground. In late trading,
the zloty was at 2.976 per dollar and
3.8325 per euro, versus 2.9141 per
dollar and 3.7477 per euro late
Wednesday.

“Speculators decided they can’t
ignore the central bank’s verbal inter-
vention, when they know the next

step would be actual intervention—
which could be very effective in such
an illiquid market,” said senior econ-
omist Rafal Benecki of ING Bank
Slaski.

In Turkey, the central bank on
Thursday doubled the borrowing lim-
its in the foreign-exchange deposit
market to provide further foreign-ex-
change liquidity. The Finance Minis-
try also announced the removal of a
10% withholding tax on equities pur-
chases by domestic investors.

The lira recovered slightly Thurs-
day, rising 2.3% against the dollar to
about 1.63 lira to the dollar. But that
left the currency still down about
30% against the dollar this month, af-
ter investors pulled out of Turkey
and other emerging markets.

Some analysts expressed con-
cern that Turkey hasn’t raised inter-
est rates to support the lira, as did
Hungary, which boosted its interest
rates by three percentage points to
11.5% Wednesday to defend its cur-
rency. The Turkish Central Bank left
its key borrowing rate on hold on
Wednesday, and trimmed the over-
night lending rate.

Hungary had a break from the
storm Thursday, when its markets
were closed for a two-day national

holiday. But strains were spreading
through the region, and were also ap-
pearing in regional bond markets.

Bond markets in the Czech Repub-
lic, Hungary and Poland share simi-
lar features: low liquidity, rising
yields, widening yield spreads ver-
sus the euro zone and currency weak-
ness as foreign investors pull out.

Hungary is clearly the most vul-
nerable of the three. Its bond market
has been paralyzed for about two
weeks, despite the government’s ef-
forts to boost once-lively trading in
bonds and stop the forint’s slide.

“Investors seem to have realized
overnight that Central and Eastern
Europe have problems with external
imbalances,” said Lars Christensen,
chief analyst at Danske Bank in
Copenhagen. He said the inevitable
unwinding of credit is beginning to
resemble the buffeting that hit Asian
markets in 1997-1998.

Czech and most Polish bond
prices fell Thursday, raising yields.
The 10-year Czech bond was yielding
at a midpoint of about 5.33%, some
1.5 percentage points above Ger-
many, versus 4.66% late Wednesday.
Polish 10-year yields rose to 7.7% mid-
session but ended the day at 7.3%, un-
changed from late Wednesday.

Peter Mandelson
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By Anna Molin

STOCKHOLM—Fallout from the
financial crisis hit third-quarter
earnings at three of Sweden’s big-
gest banks—Nordea Bank AB, Skan-
dinaviska Enskilda Banken AB and
Swedbank AB—as credit losses rose
and weaker capital markets dented
commission and trading income.

Though the lower earnings
weren’t a surprise, the market was
spooked after Nordea cut its full-year
forecast and Swedbank said its main
owners, Swedish savings banks, were
discussing raising new capital. Swed-
bank shares fell 11% and SEB fell 9.5%,
while Nordea ended unchanged.

Analysts had expected the banks
to post lower profits, mainly be-
cause of higher loan losses, mark-to-
market write-downs on their bond
and credit portfolios and weaker in-
come from commissions and trad-
ing amid tougher financial markets.

Those fears were largely real-
ized, with SEB turning in the weak-
est performance of the three,
though they were offset somewhat
by the banks’ strong top lines.

“It’s a better-than-expected re-
porting season for the Nordic banks
in general and in relation to the rest
of Europe,” said Keefe, Bruyette &
Woods bank analyst Henrik
Schmidt. “Net interest income is
higher for all of the banks, driven by

decent lending volume growth and
improved margins.”

Nordea said net profit fell 14% to
Œ655 million ($840.4 million) from
Œ761 million a year earlier. Net inter-
est income, the difference between
what the bank earns on loans and
pays on deposits, increased to Œ1.3
billion from Œ1.09 billion.

The bank cut its full-year out-
look, saying it now expects operat-
ing profit in line with 2007’s Œ2.42
billion result.

Profit at smaller rival SEB, which
is controlled by Sweden’s Wallen-
berg family, dropped 51% to 1.51 bil-

lion Swedish kronor ($192.5 mil-
lion) from 3.09 billion kronor. Net in-
terest income rose to 4.55 billion
kronor from 3.92 billion kronor.

Meanwhile, at Swedbank, net
profit declined 14% to 2.47 billion
kronor from 2.87 billion kronor. Net
interest income rose to 5.43 billion
kronor from 4.81 billion kronor.

Loan losses at all of the banks’
Baltic operations soared, adding
fuel to fears that both Estonia and
Latvia are headed toward a hard
landing during the next few years.

Both SEB and Swedbank earn 20%
to 30% of their profits in the Baltic re-
gion, where credit losses, impaired
loans and overdue payments contin-
ued to rise in the third quarter, fueled
in part by rising unemployment and
slumping property markets. Impaired
loanswere up byas much as50% quar-
ter-to-quarter for Swedbank.

Worsening credit quality and
lower sales volumes led Swedbank
to cut 451 jobs in the Baltic region.
Meanwhile, SEB said it will lay off
500 Swedish employees.

Sweden’s central bank Thursday
followed up its emergency rate cut
two weeks ago with another sur-
prise half-percentage-point cut to
3.75%, as authorities continued their
aggressive counterattack on the fi-
nancial crisis. Monday, Sweden’s
governmentintroduceda1.5-trillion-
kronor financial-stability package.

Swedbank
On the Stockholm Stock Exchange
Thursday’s close:
66.25 Swedish kronor, down 11%
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By Jessica E. Vascellaro

Russia’s antitrust authorities
have blocked Google Inc.’s $140 mil-
lion acquisition of online advertis-
ing firm ZAO Begun from Rambler
Media Ltd., according to both Inter-
net companies.

The reasons behind the decision,
delivered Thursday by the Russian
Federal Anti-Monopoly Service,
weren’t immediately clear. But the
move is a setback for Google in its at-
tempt to expand its services over-
seas and a sign that some countries

appear to growing antsy about the
online giant’s growth.

The decision also comes as Goo-
gle is facing heightened scrutiny
from regulators at home. The U.S.
Department of Justice is reviewing
whether to allow a Google ad-shar-
ing pact with Yahoo Inc. to proceed.

A Google spokesman said the
Mountain View, Calif., company was
“disappointed” with the decision,
whichit wasreviewing.“We strongly
believe that this acquisition will en-
able us to significantly improve op-
portunities for Russian users, adver-

tisers and publishers as well as the
entire industry,” the spokesman
said. “Once this process is complete,
we will decide on our next steps.”

Rambler Media, a Russian Inter-
net company, and Google signed a
deal in July. Under the agreement,
Rambler planned to buy the half of
online ad firm Begun it didn’t al-
ready own and sell the whole com-
pany to Google. Rambler said it
would continue to own 50.1% of Be-
gun. Begun sells search and other on-
line ads across more than 140,000
Russian language sites.

Russia bars Google’s deal for online ad firm Begun
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