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What’s News—

Business &3 Finance

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

m 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

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

m 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

m 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

m 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

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

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

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

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

® Renault said its revenue fell
2.2% and issued a profit warn-

ing, as the financial crisis hurts
car makers in Europe. Page 5

Markets 4 p.m. T

NET PCT
MARKET CLOSE CHG CHG
DJIA 8691.25+172.04 +2.02
Nasdaq 1603.91 -11.84 -0.73
DJ Stoxx 600 208.72 -0.85 -0.41
FTSE 100 4087.83 46.94 +1.16
DAX 4519.70 -51.37 -1.12
CAC 40 3310.87 +12.69 +0.38
Euro $1.2874 -0.0037 -0.29
Nymex crude  $67.84 +1.09 +1.63

Money & Investing > Page 17

World-Wide

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

u 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

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

m 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

m 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.

m 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.

H 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.

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

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

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

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

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

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

EDITORIALEOPINION

Russia’s shame

Businesses can’t trust Moscow
as long as Khodorkovsky
remains locked up. Page 13
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Interest-rate cuts loom
as recession fears mount

Investors anticipate
half-point decreases
throughout Europe

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 ahalf-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-

Falling further

The European Central Bank and Bank
of England are likely to cut their key

rates further amid weakening growth
and lower inflation
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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

German banks
face big bills

on Iceland bet

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—

By Mike Esterl in Frankfurt
and Charles Forelle in Brussels

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 €500 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

Losing ground

How many U.S. dollars buy
100 Russian rubles

Russia’s central bank reserves,
year-to-date weekly data*
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Warning on credit rating
stirs anxiety in Russia

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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Greenspan says he had ‘flaw’ in approach

Fed ex-chief admits
an error in stance
toward deregulation

BY BRIAN BLACKSTONE
AND KARA SCANNELL

WASHINGTON—Grilled by law-
makers examining the causes of the fi-
nancial crisis, former U.S. Federal Re-
serve Chairman Alan Greenspan Thurs-
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

CORRECTIONS &
AMPLIFICATIONS

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.

Associated Press

Former Federal Reserve Chairman Alan
Greenspan, left, admitted mistakes in
assumptions about deregulation.

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
ashouseholds 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.

While Mr. Greenspan assured 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 Republican con-
gressman, also called for the estab-
lishment of a bipartisan task force
that cuts across jurisdictional lines
asthebest meansto develop afuture
regulatory structure. It was one of
several recommendations by Mr.
Cox,whoalsoreiterated calls forreg-
ulation of credit-default swaps, in-
surance-like contracts that have con-
tributed to financial crisis.
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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

Associated Press

—

Ali Naimi, Saudi Arabia’s oil minister, in
Vienna for Friday’s OPEC meeting.

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.

—Benoit Faucon
contributed to this article.
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Glaxo acquires vaccines
for Alzheimer’s disease

n
a
4

X

=]
3

2

Rics
S
3
a
a

<<

RITISH drug
B 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

Volvo

valued at as much at €430 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

WEDEN’S Volvo
S 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

Getty Images

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

Redstone rejects notion
of selling Viacom or CBS

>

EDIA MOGUL
M 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

Electric-car maker sets sights on Australia

Better Place hopes
to raise A$1 billion
for ambitious plan

By JOHN MURPHY
Tokyo

EVEN 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

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.

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.

Potential GM-Chrysler merger needs many supporters

By JOoHN 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.
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Daimler trims its forecast

Auto maker returns
to profit for quarter,
but warns on outlook

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 topost 2008 earn-
ings before interest and taxes from
continuing operations of more than
€6 billion ($7.7 billion), excluding
special items—down from its previ-
ous forecast of more than €7 billion.

Daimler expects 2008 revenue to
decrease slightly from last year’s
€99.4 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

Downshift

Daimler’s net profit, in billions

|
2006 07 ‘08

Source: the company

Associated Press

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
€200 million, compared with a year-
earlier net loss of €1.55 billion,
when it booked €2.6 billion in
charges related to the sale of most
of U.S. car maker Chrysler LLC.

Revenue fell 7.3% to €23.8 billion
from €25.68 billion, battered by a
steep sales decline in the U.S.

The company posted third-quar-
ter Ebit of €648 million, down 66%
from €1.89 billion a year earlier.

Additionally, Ebit was weighed
down by €765 million in charges.
Daimler’s 19.9% stake in Chrysler
shaved €351 million off earnings in
the quarter, including charges of
€248 million related to a restructur-
ing program and the reassessment
of residual values.

Daimler sold an 80.1% stake

Assembly line at the Daimler
auto factory in Beijing -

Chrysler to New York private-equity
firm Cerberus Capital Management
last year. It kept a stake of 19.9%,
thoughit isin 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.

Fiat paints

BY STEPHEN WISNEFSKI

Fiat SpA posted al.9%increasein
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
20009.

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

bleak picture for cars

low end of its 2008 target of €3.4 bil-
lion to €3.6 billion ($4.36 billion to
$4.62 billion).

For the third quarter, Fiat’s group
net profit totaled €440 million, up
from €432 million a year earlier. Rev-
enue rose 3.2% to €14.3 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 €3.2 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 €400 million to €1.2
billion. The company’s previously
stated target for 2009 was €2.9 bil-
lion to €3.1 billion.

Strikes help drive down Hyundai profit

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.

Renault says ’08 profit
will be hurt by margins

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 €9.15 billion
($11.74 billion), down 2.2% from
€9.36 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 €30.09
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 €6.5 billion,
and the goal is to get them down to
€5.9 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.

PPR confirms full-year outlook

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 €4.94 billion ($6.34 bil-
lion) from €4.86 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 €877 million in
sales for the quarter.

PPRreiterated 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
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Sony cuts profit outlook

Strengthening yen,
economic turbulence
undermine recovery

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-
nomic woes world-wide.

For the year ending March 31,
Sony said it now expects to post anet
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
21billion yen after a downturn in the
Japanese stock market hit profit at

Sony Electronics
Sales by region, in trillions of yen

Other
areas

Japan U.S. Europe

Note: Fiscal years end March 31 of year shown
Source: the company

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.
Thelowerforecastcomesjustas So-
ny’stwobusinesses that faced thebig-
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,
Sony ChiefFinancial Officer Nobuyuki
Onedasaid 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 ,-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.
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Areva, Northrop forge
nuclear-vessel venture

BY REBECCA SMITH

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

The dealis asignthat 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 amajor role. China, too,
isbuilding upitsnuclear-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 Arevareac-
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.

The U.S.nuclear supply chain atro-
phied after a construction boom
ended in the 1980s. In 1977, roughly
1,350 American companies were
members of the American Nuclear So-
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
concernthat amajority of equipment
purchases for new reactors appeared
likely to be made outside the U.S.,
complicatingitstask of conductingin-
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,

Anne
Lauvergeon

the Northrop unit involvedin the 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
haveselected 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.

IntheU.S., Arevais mar-
keting its reactor through a
venture between Electric-
ité de France SA and Con-
stellation Energy called Uni-
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
power andincrease theamount of fed-
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
some pipe forgings for areactorinFin-
land because metallurgical problems
prevented ultrasonic inspections. It
said the problem showed its workers
needed time to relearn amanufactur-
ing process not used in years.

—David Gauthier-Villars
contributed to this article.

Reliance net income increases 7%

A WSJ NEws Rounpup

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

Carrefour sales rise 7%
on price-promotion push

Strength in France
and South America
sidestep a slowdown

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 €24.72 bil-
lion ($31.72 billion), compared with
€23.11 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 Duran 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. Durén 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 aresult. 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. Duran said
Thursday.

Nestlé raises sales outlook
as pricing strategy succeeds

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
increaseswithoutlosingmany custom-
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 pricere-
ductions, a move that analysts say
should lead to higher profit margins.

TE MART

BUSINESS OPPORTUNITIES

[ﬁ.ﬂ FERRIER HODGSON

FOR SALE

NATURAL FUELS DARWIN
NATURAL FUELS AUSTRALIA
Expressions of Interest

Expressions of interest in the business

and assets of Natural Fuels Darwin )
Pty Limited and Natural Fuels &
Australia Limited (Both Administrators
Appointed) are invited.

Natural Fuels Darwin Pty Limited has constructed and owns a biodiesel
plant located at the East Arm Port and railhead in the Darwin Industry
Fuel Terminal. Biodiesel is a clean burning alternative diesel fuel.
It contains no petroleum and can be produced from a variety of renewable
feedstocks, such as vegetable oils. It is simple to use, biodegradable,
non-toxic and essentially free from aromatics.

The design capacity of the plant is 138 million litres of biodiesel and
12,250 tonnes of refined pharmaceutical grade glycerine per annum,
using palm olein as the principal feedstock, and methanol.

The Administrators encourage all interested parties to apply. Expressions
of interest may take the form of a Business Sale, Recapitalisation or Asset
Purchase. Expressions of interest close on Friday 7 November 2008.

For further information on this opportunity please contact:
Joe Hansell of Ferrier Hodgson at the
following email address: I:l
joe.hansell@fh.com.au CORPORATE ADVISORY
FORENSICS I:l
CORPORATE RECOVERY D

Ferrier Hodgson,
GPO Box 4114, Sydney NSW 2001 Australia
Tel: (612) 9286 9999 Fax: (612) 9286 9888

Australia m China m Hong Kong m India m Indonesia m Japan m Malaysia m Philippines m Singapore

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-
umin 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

BUSINESS OPPORTUNITIES

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
WWww.energysavingbusiness.com

BUSINESSES FOR SALE

THE FRANCHISOR FOR
HELP-U-SELLe 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.0.Box 742
CoLton, CA 92324
Upon execution of a confidentiality
agreement, sales information packages will
be made available.

CAPITAL WANTED

2nd MTG POOLS WANTED

National Servicing company seeking to
purchase performing, non-performing &
charge-off 2nd mortgages.
Contact Hunter
williamdil@gmail.com
866-672-9148

Gulfstream V
NeBcs.

3750TT - One US Owner
Beautifully Oufitted
Go to www.proflite.net/GV BUYER'S CHOICE!

for Specs & Pictures $3 billion in businesses. For sale by owner!
Or contact Ted Button at: Free to buyers! From $200K & up - all types!
ted.button@proflite.net Call 866-498-6445
Phone +1 201-288-5762 Email buyers@nbcslic.com

?...:..._.,.

Own Your Own
Bank Facility

Consolidate,
Manage, Protect

310-376-3480

www.CorbettandKish.com

BOATING

BEST DEAL MEGAYACHT

156’ Trans Atlantic

Helicopter Pad

Great Charter Layout + As with all investments,
> Staterooms appropriate advice should be obtained prior
Mark 305-794-1167 to entering into any binding contract. ¢
BUSINESS EQUIPMENT BUSINESS SERVICES

Picture Frame Mfg. 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.
815 ea in gty of 1000, + Frt. FOB Calif. Also, 6x4
and 8x10 28,000 pieces at $2 ea. For info/pics:

707-332-7007 » facility-ops.com

BUSINESS OPPORTUNITIES

Portland CEMENT Plant
Pgh. PA mmé.2 Ohio River
11 acres on Neville Island

LOGO DESIGN

> UNLIMITED DESIGNS > 5 DESIGNERS
3 1-3 DAY TURNAROUND > SIMPLE FIAT RATE

L_o ocawe/,

www.LogoCare.com/wiji
877-918-9188

BUSINESSES FOR SALE

Professional "AA”

Hockey Team For Sale
Great Mid-Western market,

unload with 22 Ton crane i

SILO storage 56,000 Tons terrific facility and lease.
grinding cap. 750,000T yr. Strong upside potential.
kiln cap. 400,000T per year. Asking $1.5 Mil.

412-771-3870 or rgilmore@

/71-; Serious inquiries only.
nevilleislandsupply.com

Howard: 563-650-5390

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 emailk

jkirsch@coolersmart.com
Allinformation confidential.

FINANCIAL SERVICES

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

MACHINERY & EQUIPMENT

HIGH SPEED OFFICE COPIER

Brand New $30K.
Several units left from
never opened Copy center.

|

$3,995/delivered

352-257-3600
TOLL FREE 877-736-5091
www.copierinfo.biz

PROFESSIONAL SERVICES ‘

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

TRAVEL

Save 60% First/Business
Major Airlines. Corp. Travel
www.cookamerican.travel
(212) 201-1824
WE WILL NOT BE UNDERSOLD
CO0K
An American
Express Rep.

Travel

Representative
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GLOBAL BUSINESS BRIEFS

UPS earnings drop 9.9%

Higher fuel costs,
volume decline offset
productivity gains

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
74% 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.
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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%.

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.

Sanofi puts obesity drug on hold

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
aseries 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
€54 million ($69.3 million) in the
first half of 2008, making it a minor
product for Sanofi, which had total
sales of €13.6 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.

ABB’s 26% rise in profit disappoints

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
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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.

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 €522.1 million ($669.9 mil-
lion) from €511.8 million a year ear-
lier, helped by rising generation and
higher Spanish electricity-pool
prices. Revenue rose 24% to €5.79 bil-
lion. Despite the currently difficult fi-
nancial conditions, Iberdrola still
aims to reach an annual net profit of
€3.5 billion in 2010, said Chief Execu-
tive Ignacio Galan. However, he
warned that the crisis might delay in-
vestments of as much as €2 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.

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
alsoreflected 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-
Iboro brand rose a half percentage
point to 41.6%.

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.

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.

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.

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.

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 €333.7 million ($428.1
million) from €185 million a year ear-
lier, lifted by a €418.4 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, €235 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 €367.9 million from
€339.5 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 $1.01a
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.

—Compiled from staff
and wire service reports.
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Trade surplus plummets,
adding to local worries

APAN’S TRADE surplus
J 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

Getty Images

Associated Press

Jailed dissident wins
European rights award

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

i

Jobless claims rise sharply
as home-price drop slows

HE NUMBER of
I 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%.

Peter Siu

Beijing moves

Market’s rapid fall
heralds more pain
for China’s economy

BY ANDREW BATSON
Beijing

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

C HINA’S GOVERNMENT is rac-

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

Boom to bust?

China’s government is taking new measures to fend off a housing slowdown
that threatens to have deep economic effects.

Construction slowdown

Change from a year earlier,
three-month average
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construction
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production
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production
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Housing investment as
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Sources: Rhodium Group (construction); National Bureau of Statistics; Bureau of Economic Analysis (housing)

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.

to stimulate home-buying

“Now everybody believes the
price will go down. And the develop-
ersdon’twant tosellat alower price.
Nobody wants to sell, and nobody
wants to buy,” says William Xin,
chief financial officer of China Hous-
ing & Land DevelopmentInc.,adevel-
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.

Court tells

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

EU to take Iran group off blacklist

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
to defy this verdict, it will clearly show
that fromthe very first thislisting was
theresult of adeal withthe mullahs’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
Shah ofIran. After the1979 Iranianrev-
olution, the group turned against the

clericalregime, carrying out numerous
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-
suadeit togiveupitsnuclear-fuel pro-
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.”

“The U.K.banwasnot based on evi-
dence. It was done to persuade the
mullahs to talk about their illicit nu-
clear weapons programme,” Lord Cor-
bett, chairman of acommittee of Brit-
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.
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Pakistan holds IMF rescue at bay

Government prefers
funding from allies;
fund seeks spotlight

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
ifit’s a Faustian long-term deal with
Beijing and Riyadh, they’d prefer
that to the IMF,” he said.
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Pakistan, led by Asif Ali Zardari, denies
it asked the IMF for economic help.

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.

Atop 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.
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