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Tumbling markets
Investors follow the indicator boards showing the downturn of share prices
Sunday at Kuwait Stock Exchange, below. Gulf markets continued their fall,
percentage drop of main indexes:
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Kuwait’s central bank guaran-
teed bank deposits and cobbled
together a bailout for one of
the country’s largest banks.
The first bank rescue in the oil-
rich Persian Gulf during the cur-
rent crisis came as local mar-
kets continued recent sell-offs,
with oil prices down more than
50% from July highs. Page 1

n Aegon is considering tap-
ping Dutch government funds
in a further sign that global fi-
nancial turmoil is hurting insur-
ers, as well as banks. Page 1

n The IMF will offer Ukraine a
$16.5 billion loan, more than ex-
pected. The fund also agreed to
lend Iceland $2 billion. Page 3

n Asia may be closer to reces-
sion, though it has limited expo-
sure to the debt causing havoc
in the U.S. and Europe. Page 1

n Spanish unemployment hit a
four-year high in the third quar-
ter as tens of thousands of jobs
were lost at the end of a decade-
long housing boom. Page 2

n The U.K. economy shrank
0.5% in the third quarter, leav-
ing Brown with the big chal-
lenge of keeping the country
out of a deep recession. Page 4

n The U.S. is considering buy-
ing equity stakes in insurers.
MetLife and Prudential are in-
terested in exploring a sale of
equity stakes. Page 4

n Global share markets fell Fri-
day on fears of a prolonged re-
cession. Stocks look cheap, but
a deep recession could send
prices even lower. Pages 16, 19

n Cerberus plans to cut 25% of
its salaried workers by year end,
with further restructuring com-
ing “in the near future.” Page 6
n European auto makers plan
to slash production as the eco-
nomic crisis crimps the global
appetite for new cars. Page 6

n OPEC’s decision to slash oil
output by 1.5 million barrels a
day didn’t stop the decline in
crude’s price, which fell 5.4% to
$64.15 a barrel on Nymex. Page 11

Aegon may join
ING in tapping
Dutch fund

China seems to have allied it-
self with Europe in calling for a
vigorous system of international
financial regulation, after sev-
eral days of talks between Euro-
pean and Asian leaders. Senior
Chinese officials said they
would back Europe’s effort to
overhaul global regulatory sys-
tems, European diplomats pre-
sent at the meetings said. Page 3

n Israel’s Livni gave up her bid
to form a government and called
for new national elections, a
move likely to cast the country
into months of political and dip-
lomatic uncertainty. Page 4

n The IMF’s governing board
cleared Strauss-Kahn of charges
he had abused his position, eas-
ing the way for the IMF to fo-
cus more fully on the global
economic downturn. Page 3

n Iran’s Ahmadinejad is suffer-
ing from exhaustion, a close
aide said, raising questions
about the president’s health
and political future. Page 2

n U.S. military helicopters at-
tacked an area along Syria’s bor-
der with Iraq, killing eight peo-
ple, Damascus said, condemning
what it called serious aggres-
sion. A U.S. military official in
Washington confirmed the raid.

n Iraq’s cabinet canceled a
meeting to discuss the
U.S.-Iraqi security pact, saying
proposals for amendments to a
draft were still being submitted.

n Tribesmen assailed Taliban
militants who beheaded a mili-
tiaman in northwest Pakistan
and tried to abduct their chief.
Pakistan’s army said it captured
militant stronghold Loi Sam.
n Four men were arrested over
last month’s suicide attack on
the Marriott hotel in Islamabad.

n A private security guard
working for DHL in the Afghan
capital opened fire and killed
the company’s country director
and his deputy, both foreign-
ers, before shooting himself.

n A man jailed in the ex-Soviet
republic of Georgia for the 1993
murder of American spy Fred-
die Woodruff was unexpectedly
released from prison. Page 12

n Bomb blasts injured two gov-
ernment officials in the Russian
region of Ingushetia. Also, a po-
liceman was charged with acci-
dentally shooting a journalist.

Asia nears a recession
as GDP growth slows

By Margaret Coker

And Chip Cummins

ABU DHABI—The global finan-
cial storm rolled across the Persian
Gulf on Sunday, as Kuwait’s central
bank guaranteed bank deposits and
cobbled together a hasty bailout for
one of the country’s largest banks.

The Kuwait intervention is the
first bank rescue in the oil-rich Gulf,
which until now had seemed rela-
tively immune to the current crisis.
It came as local markets across the
region continued their steep sell-
offs. With oil prices down more than
50% from their July highs, the explo-
sive, petroleum-fueled growth of
the Gulf now looks suddenly vulnera-
ble at the same time as interna-
tional and local investors are pull-
ing back sharply.

Saudi Arabia, in an apparent bid
to ease the fallout of the global
credit crisis on its citizens, said it
would funnel some $2.3 billion in
loans to low-income borrowers.
And in Dubai, real-estate brokers in
the Mideast boomtown said they
are seeing signs of price weakness
for the first time in years, as financ-

ing dries up and speculators bow
out of the once red-hot market.

Property investors “are not find-
ing buyers,” says Tanya Vodeni-
charova, a property consultant at
Dubai real-estate broker 9 Proper-
ties. A significant property-market
correction in Dubai could crimp gov-
ernment finances, slowing or halt-

ing the debt-fueled economic expan-
sion.

For months, the Gulf appeared
largely immune to some of the
worst fallout from the housing,
credit and banking crisis that has
rippled from the U.S. across Europe
and Latin America and into parts of

Please turn to page 31

Editorial&Opinion

By Patrick Barta

BANGKOK—Asia, the world’s last
redoubt of fast economic growth,
may be closer to recession than peo-
ple think.

For the U.S. and other developed
countries, investors typically define a
recession as two consecutive quar-
ters of economic contraction. For
Asia, though, economists generally
believe a recession occurs when re-
gion-wide annual growth slows to be-
tween 5% and 6%. For China, which
has had multiple years of double-
digit growth, the rate at which a reces-
sion could effectively begin is likely
even higher, possibly up to 8%.

In part, that is because Asian na-
tions’ populations are often younger
than those in the U.S. and Europe, and
in many countries the labor force is
growing more quickly, as millions of
rural residents move to cities in
search of opportunity. As a result,
most Asian economies, excluding Ja-
pan, need to expand more rapidly
than other parts of the world—often
at annual rates of 5% or more—so
they can absorb all those new work-
ers. If they don’t, unemployment will
climb and poverty levels will follow.

The heavy reliance on exports
that has driven Asia’s powerful
growth is turning now into its worst
enemy. Many companies in Asia have
based investment decisions on the as-

sumption that recent stellar growth
rates will continue. If they don’t, prof-
its will disappoint, new capacity
won’t be needed and costs will have
to be cut—just as in an American re-
cession. As consumer spending in the
U.S. and Europe evaporates, Asian
manufacturing titans that thrive on
sales to the rest of the world are start-
ing to feel the pain and are scaling
down capital spending.

Many economists believe Asia is
already on the brink of recession. At

Please turn to page 31

Financial pain spreads
across the Persian Gulf
Kuwait rescues bank
as markets sell off,
Saudis aid borrowers

More bubble trouble
America’s loose monetary
policy over the past 14 months
comes back to bite. Page 13
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Asian recession?
Many economists believe there's a
recession in Asia (excluding Japan) 
if growth slips below 6% and in 
China if growth goes below 8%. 

2009 GDP estimates:

Singapore

Hong Kong

Korea

Malaysia

Taiwan

Philippines

Thailand

Indonesia

India*

China

Source: UBS

*Fiscal year

The global economy has
run out of safe havens
NEWS IN DEPTH | PAGES 16-17

It’s tough to say whether
U.S. stocks are a bargain
MONEY & INVESTING | PAGE 19

By Dana Cimilluca

LONDON—Aegon NV, the Dutch
insurance company, is considering
tapping a Œ20 billion ($25.17 billion)
fund established by the Netherlands
to shore up its financial institutions,
in a further sign that global finan-
cial turmoil is buffeting insurers.

A decision on whether the com-
pany will seek a government capital
infusion could come in the next few
days, a person familiar with the mat-
ter said. It was unclear what the
terms would be, but the person said
any state aid would be smaller than
the Œ10 billion ING Groep NV, the
Dutch banking and insurance com-
pany, will receive from the fund.

Aegon, owner of the Transamer-
ica life-insurance company in the
U.S. and assets in a handful of other
countries in the Americas, Europe
and Asia, would join a raft of banks
around the world in turning to gov-
ernments for shelter from the glo-
bal financial storm.

Investor concerns are shifting to
insurance companies. While most
are financially sound, they have suf-
fered losses as the prices of bonds
and other assets they hold have
plunged.

MetLife Inc. and Prudential Fi-
Please turn to page 31
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It is too early to talk
about cracks in the euro
zone, but the common-cur-
rency area is starting to
creak as it faces its stiffest
test since its creation in
1999.

While European coun-
tries outside the euro zone,
like Hungary and Denmark,
are regretting not adopting
the euro as their currencies
are hammered, govern-
ments of weaker euro econo-
mies may soon rail against
the limited room they have
to cushion their countries
from the credit crunch.

They have no national
currencies to devalue and
the European Central Bank
holds the reins of monetary
policy. If they want to lower
the cost of financing their
invariably large budget defi-
cits, their only options are
to raise taxes or curb gov-
ernment spending. Neither
is likely to be easy or popu-
lar.

One measure of this dis-
comfort is last week’s jump

in the premium that certain
euro-zone countries have to
pay to finance public debt.
That can’t simply be ex-
plained by the general
gloom about the outlook for
Europe and the global econ-
omy. The spread on 10-year
Greek government paper
over German bunds hit a
record 1.18 percentage point
Friday as investors fretted
about the country’s large
debt, budget deficit and po-

litical instability.
Hence the plan from

France, holder of the Euro-
pean Union presidency, for
the creation of a French sov-
ereign-wealth fund, and its
call for a European equiva-
lent. It may be less about
protecting French compa-
nies from foreign predators
than about mobilizing sav-
ings to shore up France’s in-
dustrial base.

Were the euro zone to
set up a common industrial
fund, it might give Greece,
Italy and other countries
more room for maneuver un-
der the cover of a Europe-
wide approach to national
crises—much as a coordi-
nated approach did, at least
to some degree, when it
came to rescuing Europe’s
banks. For now, the French
plan has gained little trac-
tion. But as the banking cri-
sis has shown, financial mar-
kets can bring about rapid
changes in attitude.

—Matthew Curtin

Signs indicate Buffett moved too early
Maybe the Oracle of

Omaha failed to see how
bad the market was going
to get.

Warren Buffett, Berk-
shire Hathaway’s chief ex-
ecutive, has won plaudits
for some canny deals in re-
cent weeks, including a
Berkshire unit’s purchase of
Constellation Energy
Group. But an unnerving pat-
tern is also emerging: Mr.
Buffett looks to be commit-
ting his capital too early.
On some bets, waiting
might have gotten him bet-
ter terms or more attrac-
tive entry prices.

This is not a cheap gibe
based on the S&P 500 being
down nearly 7% since Oct.
17, when Mr. Buffett wrote
in the New York Times that
he was gobbling up U.S.
stocks. Any assessment of
Mr. Buffett’s record would
be skewed if it focused too
much on timing.

But Mr. Buffett has ex-
pressed regret that he didn’t
do certain deals differently,
including an investment in

Gillette in 1989. And he
might wish he could tweak
some recent ones, including
two derivatives bets that
could show sizable paper
losses when Berkshire re-
ports third-quarter results.

With one, Berkshire signifi-
cantly increased its exposure
to credit-default swaps. The
company wrote contracts pre-
dominantly providing default
protection on certain junk-
rated corporations in North
America. Berkshire more than
doubled its notional exposure
on these CDS to $8.8 billion
between the end of 2006 and
the middle of this year.

Berkshire says the CDS
agreements have features
that cap losses and the com-
pany is receiving large pay-
ments for writing them. Still,
Berkshire booked a $490 mil-
lion mark-to-market loss on
these CDS in the first quar-
ter, which narrowed to $136
million in the second quar-
ter. Given the deterioration
in the credit markets, the
third quarter hit on them
could be large.

The other large deriva-
tives trade uses options to
make directional bets on four
stock indexes, three outside
the U.S. Berkshire increased
its exposure to these options
through 2007 and the first
half of this year. These, too,
could produce paper losses in
the third quarter.

Mr. Buffett’s defenders ar-
gue that both the CDS and
options will pay off over
time. With the CDS, they be-
lieve he’s carefully chosen
the companies on which to
sell default protection. And
they argue the options are
almost certainly going to pay
off because they appear to
make the safe wager that the
indexes will be higher a long
time in the future. Berkshire
says the options have a
weighted average remaining
life of 14 years.

But both derivatives
trades suggest Mr. Buffett
was relatively comfortable
about the prospects for U.S.
corporations and global
stocks at a time when some
were predicting a bust.
 —Peter Eavis

Euro zone feels strains

South Korea considers stimulus proposals

Sun, Cisco veterans join start-up company
New networking firm
will compete to sell
data-switching gear

Buffetted 
Berkshire Hathaway’s
class A shares, year-to-date

Source: WSJ Market Data Group
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By Evan Ramstad

SEOUL—South Korean President
Lee Myung-bak met with top advis-
ers Sunday to consider stimulus pro-
posals to help the economy, and the
Bank of Korea’s monetary policy
committee said it would hold a spe-
cial meeting on Monday, possibly to
lower interest rates for the second
time this month.

South Korean officials have been
scrambling to keep up with market
sentiment that is turning negative
about the impact of the global finan-
cial crisis on the country’s economy.

South Korea’s stock market suf-
fered last week, with the benchmark
Kospi index falling nearly 21%, its

worstweeklyperformanceonrecord.
The South Korean won dropped to
1,424 per dollar, its lowest level since
June 1998 and down nearly 34%
against the dollar this year.

On top of that, the central bank
said Friday that third-quarter gross
domestic product expanded from
the previous three months at a sea-
sonally adjusted 0.6%, the weakest
level in four years.

“Under the current circum-
stances,whatviewsforeign investors
take about our economy and market
are more important than anything
else,” Mr. Lee said during Sunday’s
meeting with his economic advisers,
according to local media reports.

For several weeks, the South Ko-

rean government appeared to resist
marketdemandsthatitkeepupwithfi-
nancial sector reforms and assistance
thatothercountrieswereundertaking.

Officials argued that South Ko-
rea’s economy was relatively better
off than others, noting it is unlikely
to fall into a recession as is happen-
ing in Europe and the U.S., and that
it is much stronger than it was when
the country experienced a financial
crisis in 1997.

On Friday, policy makers de-
clared South Korea wouldn’t seek as-
sistance from a fund that the Inter-
national Monetary Fund is creating
to help developing countries
weather the global economic crisis.

“We don’t have any intention to

borrow money from the IMF,” said
Choi Jong-ku, chief of the interna-
tional finance bureau at the Minis-
try of Strategy and Finance.

Even so, officials face pressure
from investors to keep in step with
actions taken by other countries.
Earlier this month, the government
responded to those concerns by of-
fering guarantees on the foreign cur-
rency borrowing of the nation’s
banks and taking measures to sup-
port the ailing construction sector.

“Foreign investors want to see the
same measures they see in other de-
veloped countries,” said Oh Suk-tae,
an economist at Citigroup in Seoul.
 —SungHa Park

contributed to this article.

By Don Clark

A networking start-up led by one
of Sun Microsystems Inc.’s founders
and by a former star at Cisco Sys-
tems Inc. is the latest sign of several
shifts in Silicon Valley.

The closely held company, Arista
Networks, will compete against
Cisco and others in selling switching
gear for data centers that manage
Web services and other data-inten-
sive operations, a market sometimes
called cloud computing.

Arista was founded by Andreas
Bechtolsheim, a hardware designer
at Sun who was an early investor in
Google Inc. and sold start-ups to Sun
and Cisco. He is giving up his full-
time job at Sun, where he was chief
architect, but remains a part-time ad-

viser as well as chairman of Arista.
Arista’s chief executive is Jay-

shree Ullal, who left Cisco in May.
Ms. Ullal led the Cisco business unit
targets data-center customers.

The start-up, which already
claims 50 customers, is selling
switching devices that deliver 10 gi-
gabits of data a second, a class of
hardware that is used widely by tele-
communications carriers. Most data
centers haven’t upgraded beyond
one-gigabit switches, a class of equip-
ment that spawned numerous start-
ups, Mr. Bechtolsheim said.

Investors have been less eager to
bankroll companies that plan to go
up against Cisco in selling the faster
hardware. So Arista has been funded
solely by Mr. Bechtolsheim and
David Cheriton, a Stanford Univer-
sity professor and investing partner
who will be Arista’s chief scientist.

“We plan to keep it this way,” Mr.
Bechtolsheim said. “We can make all
the decisions ourselves.”

Arista, the subject of a New York
Times article Thursday, plans low-

priced products and low-cost opera-
tions. The best-known start-up sell-
ing 10-gigabit hardware, Force10 Net-
works Inc., says it has raised more
than $500 million in venture capital
since 1999. Mr. Bechtolsheim esti-
mates Arista has spent only $20 mil-
lion getting its products to market.

One expense for competitors has
been designing special chips. Arista,
by contrast, plans to use an off-the-
shelf networking chip developed by
Fulcrum Microsystems Inc., along
with standard x86 microprocessors—
which are sold by Intel Corp. and Ad-
vanced Micro Devices Inc.—that al-
low its switching systems to use the
Linux operating system.

The approach allows Arista to fo-
cus on differentiating its networking
software. One selling point is the abil-
ity to customize it with add-on pro-
grams—developed by Arista or cus-
tomers—to handle specialized func-
tions.

Joe Mambretti, director of the In-
ternational Center for Advanced In-
ternet Research at Northwestern Uni-

versity, predicts add-on programs
will be tailored for tough jobs such as
sending high-definition video.

“This represents where network-
ing is going in the future,” Mr. Mam-
bretti said.

Mr. Bechtolsheim said Arista’s ini-
tial products will start at $400 to
$500 for each port, or connection to
the network. A spokesman for
Force10 put per-port pricing on a
comparable system at $1,500,
though stressed the company has
other selling points including exten-
sive service and support.

Paul Silverstein, an analyst at
Credit Suisse, estimated Cisco’s pric-
ing for a comparable system at $900
a port. A Cisco spokeswoman de-
clined to comment about pricing or
Arista specifically, but said her com-
pany is a leader in 10-gigabit Ether-
net and has new offerings on the way
for data-center customers.

Mr. Bechtolsheim left Sun in 1995
and returned in 2004 after a stint at
Cisco and two start-ups. He praised
Sun’s coming products and remains

optimistic about its prospects de-
spite reverses that have caused Sun
shares to plummet from $24.08 in Oc-
tober 2007 to less than $5. The stock
shed 1.3% to $4.48 in 4 p.m. compos-
ite trading Friday on New York Stock
Exchange.

“The valuation makes no sense to
me,” Mr. Bechtolsheim said. “At
these prices, I would be a buyer of
the stock.”
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Iran leader is ‘exhausted’
Ahmadinejad skips
some events, stirring
speculation on health

Spain’s jobless rate soars
as housing boom recedes

By Farnaz Fassihi

BEIRUT—A close aide to Iranian
President Mahmoud Ahmadinejad
said Sunday that Mr. Ahmadinejad is
suffering from exhaustion, raising
questions about the embattled presi-
dent’s health and political future.

Mr. Ahmadinejad is
known for rising early,
working long hours and
holding meetings over holi-
days. Speculation about his
health started swirling in
the local media last week af-
ter he failed to appear at
several events. In a bid to
reassure the public, Mo-
hammed Ismaeel Kousari,
a parliamentarian and
close ally of Mr. Ahmadine-
jad, told the state news
agency Sunday that the
president is simply worn out.

“Anyone can feel tired and weak
from working too much, it’s nor-
mal,” Mr. Kousari said, adding: “The
president will eventually get better
and return to his duties.”

The comments appeared aimed
at countering speculation that the
president’s possible health prob-
lems are jeopardizing his ability to
run for re-election next year. But the
vague disclosure instead is raising
fresh questions about the real state
of the president’s health, as well as
his standing with Iran’s clerical es-
tablishment, which has the final stay
in all state affairs.

Mr. Ahmadinejad, who is 52 years
old, has been canceling public ap-
pearances and trips sporadically
since May. Local media have re-
ported that the president suffers
from fatigue and low blood pressure

and that doctors have ordered him
to reduce his workload. But the presi-
dent’s office hasn’t made any disclo-
sures. That has prompted questions
about whether he has a more serious
illness or whether he is quietly being
pushed aside by the Islamic regime’s
religious leadership to make room
for another presidential candidate.

Mr. Ahmadinejad attended a reli-
gious ceremony Saturday in Tehran,
and state TV also showed him Sunday
receiving credentials of three foreign
ambassadors, according to the Associ-
ated Press. “Thank God, I do not have

an illness. Exhaustion is possi-
ble, but no illness,” Mr. Ah-
madinejad told a reporter on
the sidelines of a meeting in
Tehran, the AP reported. The
footage was shown on state
television Sunday night. “Of
course, we are also human be-
ings, and sometimes we
catch a cold,” he said. A repre-
sentative of the president’s of-
fice wasn’t immediately avail-
able to comment Sunday.

The president’s possible
health problems may hurt

his prospects in next year’s elec-
tions, even if he isn’t seriously ill
and continues to enjoy the support
of the clerical establishment.

“There is an overwhelming feel-
ing that Iran is at a critical cross-
road both at home and abroad and
we need a strong leader, a president
who could tackle all these chal-

lenges,” said independent political
analyst Essah Saharkheez from Teh-
ran. “If Ahmadinejad keeps getting
sick, it will undermine his image of a
strong, capable leader.”

Politicians from Iran’s opposition
reform movement weren’t able to
makesignificantgainsagainstMr.Ah-
madinejad in parliamentary elections
earlier this year. But fellow ultracon-
servatives—who are aligned against
his economic policies—did, and they
have been battling Mr. Ahmadinejad
on several fronts ever since.

So far, Supreme Leader Ayatol-
lah Ali Khamenei appears to be con-
tinuing to back Mr. Ahmadinejad.
But there have been indications re-
cently of weakening support from
the religious establishment.

By Jonathan House

Spanish unemployment hit a four-
year high in the third quarter as tens
of thousands of jobs were lost at the
end of a decadelong housing boom.

National Statistics Institute data
showed the country’s jobless rate rose
to 11.33% in the third quarter from
10.44% in the second quarter.

Until last year, Spain was one of Eu-
rope’s engines of economic growth
and job creation. Largely thanks to a
massive home-building boom, the
euro zone’s fourth-largest economy
created over a third of all new jobs in
euro zone in the past decade.

Separately, private-sector busi-
ness activity in the euro-zone econ-

omy fell to its weakest level for at
least 10 years in October, according to
data from Markit.

The preliminary estimate of the
composite purchasing managers in-
dex for the euro zone—a measure of
total private-sector output—fell to
44.6 in October from 46.9 in Septem-
ber, the lowest level since the series
began in July 1998.

Along with the regional slow-
down, Spain is also contending with a
large government deficit. In a state-
ment, the INE said 78,800 jobs were
lost in Spain in the three months to
Sept. 30. The INE also said 164,300
jobs were lost since September of last
year, the first time net jobs declined
on an annual basis since 1994.
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Financial pain reaches GulfAegon may tap Dutch aid fund

Asia may be closing in on a recession

Sources: IMF, Morgan Stanley Research

Leveraged to trade
Exports have become increasingly 
important to Asia's GDP growth in 
the last decade.
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nancial Inc., two of the largest U.S.
insurers, are interested in exploring
government cash infusions, accord-
ing to people familiar with the mat-
ter. Belgian bank and insurance com-
pany KBC Groep may announce a
multibillion-euro capital infusion as
early as this week, a person familiar
with the matter said.

Shares of Aegon, which is based
in The Hague, fell as much as 16% Fri-
day on concerns that the company
will seek a capital infusion—a move
that could dilute the holdings of ex-
isting shareholders. The stock recov-
ered to close down 3.5% at Œ3.81 in
Amsterdam. Still, it has fallen 68%
so far this year.

In the most recent bout of finan-
cial turmoil in Europe, share de-
clines have hastened financial
firms’ capital-raising plans, as they
seek to reassure counterparties and
investors that they have adequate
capital to absorb losses. ING’s capi-
tal-raising plan, announced a week
ago, followed a 27% decline in its
share price.

An Aegon spokesman said the
company is accelerating a previ-
ously disclosed plan to strengthen
its capital position and use capital
more efficiently. The company is
looking at the Dutch fund “very care-
fully” to see if and how it may be ben-

eficial, he said, adding that the com-
pany isn’t facing any liquidity short-
fall.

Aegon said earlier this month it
would have a Œ275 million third-
quarter hit to net income from
credit impairments, in part from ex-
posure to Lehman Brothers Hold-
ings Inc. and Washington Mutual
Inc.

The company, which also pro-

vides pension and investment ser-
vices, derives about two-thirds of
its profits from the U.S.—a percent-
age it is seeking to lower as the U.S.
heads toward a recession. Aegon em-
ploys about 30,000 people globally
and had Œ314 billion in assets at the
end of last year, according to its
most recent annual report. Its ma-
jor markets aside from the U.S. are
the Netherlands and the U.K., where
it provides services as Scottish Equi-
table and Guardian Assurance.

KBC is a bank and insurance com-
pany that has big operations in East-
ern Europe. A spokeswoman for the
company said Saturday that it is con-
sidering various options that could
strengthen its capital, after competi-
tors in Belgium including Fortis NV
secured government aid. The com-
pany’s shares fell as much as 29% Fri-
day, before recovering most of the
loss. KBC reported a preliminary
third-quarter loss of as much as
Œ930 million on a Œ1.6 billion write-
down on soured credit holdings.

 —John W. Miller in Brussels
contributed to this article.
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Aegon is looking at
the Dutch fund ‘very
carefully,’ said a
spokesman.

investment bank UBS, forecasters are
now predicting gross domestic prod-
uct growth of around 6% in Asia ex-
cluding Japan next year—right on the
edge of recession. Other economists,
including forecasters at Standard
Chartered Bank, are pegging China’s
growth below 8% in 2009, which also
could put it in recessionary territory.

Such rates might look “pretty
good” to the U.S., but they’re poten-
tially trouble for Asia, says Duncan
Wooldridge, chief Asia economist for
UBS. The slowdown “is going to be
much more palpable” in Asia next
year, he says, in large part because of
weaker demand for Asian export
goods in other parts of the world.

On the whole the region—site of
an economic meltdown a decade ago—
today has limited exposure to the
debt causing havoc in the financial sys-
tems of the U.S. and Europe. But in the
last 10 years, Asia has doubled down
with its bet on exports as an economic
engine—at the expense of developing
a domestic consumer market that
many economists believe will ensure
more sustainable growth. Exports ac-
counted for 47% of gross domestic
product in Asia, excluding Japan, in
2007. That is a jump of 11 percentage
points from the comparable figure in
1998, during the last economic crisis
in the region, notes Stephen Roach,
Morgan Stanley’s Asia chairman. Asia
“may not be levered in the strict sense
of reliance on global credit,” says Mr.
Roach. “But it’s certainly levered to
the global economy.”

A recession in Asia wouldn’t neces-
sarily feel the same as one in the
West. Asian consumers tend to save
far more than Americans during
boom times and thus might not find
themselves as deeply stretched, finan-
cially, if their incomes fall.

Many Asian companies—which
are often state-run, family-owned or
heavily unionized, especially in India—
are less inclined to lay off workers in
hard times than those in the U.S.,
where many businesses slash staff at
the earliest sign of trouble. In India,
for instance, ailing carrier Jet Air-
ways recently rescinded 1,900 layoffs
after pressure from local political offi-
cials.

That hardly means a recession
wouldn’t hurt. Many Asian govern-
ments offer less in the way of social
safety nets than do those in the West,

and with poverty levels already com-
paratively high, the risk of social un-
rest is probably greater in Asia than
in more developed regions.

In Thailand, many consumers al-
ready think they’re in a recession, de-
spite growth that’s expected to come
in at about 4.5% this year. Consumer
confidence has plummeted and lay-
offs are starting to appear in selected
industries, including tourism. On Fri-
day, a local newspaper offered sugges-
tions on how readers could survive a
recession, including advising people
to cook their own meals and cut back
on international travel. Another Thai
paper included a special section de-
voted to layoffs.

“I hope the Thai economy will be
getting better,” says Surangrat
Poonkao, 26, who works for a
Bangkok real-estate company. Al-
though her business is still doing all
right, she says, the number of Ameri-
can clients has fallen off dramatically,
and a friend at another real-estate
firm recently was laid off. “It’s undeni-
able that we will be affected” by the
global slowdown, she says.

In China, scores of factories have
already closed amid weak orders
from the U.S. and Europe, resulting in
thousands of lost jobs. So far, most of
those workers appear to be getting
new jobs elsewhere, but that could
change rapidly. Chinese growth
slowed to 9% in the most recent quar-
ter compared with a year earlier,
from a recent peak of 11.9% in 2007.
Standard Chartered Bank’s forecast
calls for growth of 7.9% next year and

even worse, 7.1%, in 2010.
Of course, Asia remains better off

than many other parts of the world,
and in some ways its economies still
look quite strong. Consumer spend-
ing—especially on low-cost items like
noodles—remains robust. Falling oil
prices could help spur spending, as
consumers save money on their fuel
bills.

“If you look at a lot of these Asian
economies, they’re still very solid do-
mestically,” says Sherman Chan, an
economist at Moody’s Economy.com
in Sydney. After several boom years,
some Asian nations including China
have more firepower to boost public
spending to keep growth rolling. De-
spite its latest problems, “China still
has the greatest potential” among ma-
jor economies, she says, and there-
fore will likely continue to attract lots
of investment.

The region also remains far better
off than in the dark days of the
1997-98 Asian financial crisis, when
several Asian economies collapsed
amid a wave of defaults and falling
currencies. Mr. Wooldridge at UBS
says the region’s economy excluding
Japan slowed to about 2% growth at
that time, including huge contrac-
tions in places like Thailand and Indo-
nesia.

Still, the pain is only just begin-
ning in this downturn. Despite their
reticence about layoffs, many compa-
nies are already looking for ways to re-
duce headcount.

Last Tuesday, Taiwan’s largest
steelmaker by revenue, China Steel
Corp., said it plans to trim its work
force by about 150 to 200 people this
year through early retirements and
will freeze hiring in 2009. Other indus-
trial-sector job cuts will likely follow.
Motorola Inc. is letting go 700 work-
ers this year in Singapore, which al-
ready is in recession after economic
contraction in the second and third
quarters.

Small private companies are lay-
ing off more people in places like Sin-
gapore, Malaysia and China, analysts
say, with as many as two million or
more factory workers at risk of losing
their jobs in China as global demand
weakens.
 —Peter Stein and Carlos Tejada in

Hong Kong and Wilawan
Watcharasakwet in Bangkok

contributed to this article.
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Asia. Awash in oil revenue, Gulf offi-
cials assured investors their bank-
ing and financial systems were safe.

Several governments even took
dramatic pre-emptive moves, fun-
neling billions of dollars of cash into
their relatively small but liquidity-
starved banking systems. Earlier
this month, Saudi Arabia promised
$40 billion in lending facilities to
banks that needed cash. The United
Arab Emirates pledged a sweeping
three-year guarantee on domestic
bank accounts and promised to back
up interbank lending.

None of the moves reassured the
region’s equity investors. In recent
weeks, they have followed interna-
tional investors out of the Gulf’s
handful of stock markets, which ear-
lier this year were some of the best-
performing among emerging mar-
kets. Sharp falls in the price of oil
have also rattled confidence here.

While prices are still high
enough to provide generous budget
surpluses for most of the Gulf’s pe-
troleum-dependent governments,
the prospect of further falls has
spooked investors.

Much of the Gulf has budgeted
for much lower oil prices. Gulf
states, on average, need prices
above $47 a barrel to keep from run-
ning budget deficits. But some
states are more vulnerable than oth-
ers: Bahrain’s so-called break-even
price is $75 a barrel, compared with
Saudi Arabia’s $49 and Kuwait’s
$33, according to the International
Monetary Fund.

The speed of crude’s tumble has
unnerved officials despite the appar-
ent cushion. At an emergency meet-
ing on Friday, the Organization of Pe-
troleum Exporting Countries hast-
ily decided to cut output by 1.5 mil-
lion barrels a day, the biggest single
cut in almost eight years. After that
move failed to curb crude’s fall on
Friday, some oil officials suggested
over the weekend that another cut
was in order.

Weeks of sliding equity prices
have wiped out billions of dollars of
wealth for the region’s influential
clique of local retail investors. Saudi
Arabia’s main stock-market index is
down by more than 50% year to
date. The fall has wiped some $205
billion of value off the region’s big-
gest exchange by market capitaliza-
tion since June.

On Sunday, Kuwaiti traders
staged their second stock-exchange
walk-out in as many trading days.
(Kuwait’s market is closed on Fri-
days and Saturdays.) They de-
manded more state intervention in
the markets to prop up share prices.
The chief executive of the National
Bank of Kuwait, Ibrahim Dabdoub,
called on authorities Sunday to
close the exchange altogether.

Gulf finance ministers met Satur-
day in the Saudi capital of Riyadh to
discuss a unified response to the
same seize-up in local credit mar-
kets that has plagued the U.S. and
Europe and now threatens govern-
ment and privately funded projects
across the Gulf.

High oil prices have allowed
state and private investors across
the Gulf to funnel billions of dollars
into red-hot property markets, infra-
structure projects and, more re-
cently, foreign-exchange specula-
tion. In particular, many foreign and
local investors earlier in the sum-
mer made speculative currency
trades, betting that regional govern-
ments would drop their currency
pegs with the greenback to help
tame rising domestic inflation.

International investors—many
of whom simply opened up local

bank accounts to take advantage of
a possible depeg—rushed out of
those trades late in the summer and
early last month when it was clear
governments weren’t going to act.

That left many banks strapped
for cash, so they scrambled to make
new loans. When international bor-
rowing seized up last month, the re-
gion found itself stuck in its own
credit crunch.

But it was currency trades—not
bad loans—that plunged Kuwait
into a banking bailout on Sunday.
Gulf Bank said defaults by counter-
parties on bad euro-dollar deriva-
tives contracts forced the bank to
seek government intervention.

Gulf Bank, which has assets of
$18 billion, and the government de-
clined to disclose the size of the
bank’s trading losses, but industry
estimates in Kuwait were above
$700 million. The government on
Sunday appointed a state supervi-
sor for the bank’s operations, sus-
pended trading in the bank’s stock
and opened an investigation.

The bailout further roiled Ku-
wait’s stock market, which fell 3.5%,
adding to losses that have pushed
the country’s main market index
down 19% this year.

Meanwhile, in Dubai, real-estate
agents are seeing what could be the
first signs that the city-state’s prop-
erty boom is sputtering. There’s no
concrete evidence yet of signifi-
cantly falling prices, and Dubai’s
property developers have said they
remain optimistic. But property in-
vestors are lowering asking prices
and increasingly willing to stomach
losses to free up cash, brokers said.

The sudden softening could be
an early warning of deeper prob-
lems for Dubai, which has fueled its
recent supercharged growth
through debt. If home prices here
tumble, that would further strain
revenue and finances for a handful
of government-controlled entities
increasingly reliant on hard-to-
come-by overseas borrowing. Un-
like most other governments in the
Persian Gulf, Dubai doesn’t have
much oil.

Government entities have bor-
rowed some $47.6 billion in publicly
reported debt, or 103% of gross do-
mestic product, according to
Moody’s. Dubai has a lifeline: Its oil-
rich neighbor Abu Dhabi, the big-
gest of the U.A.E.’s emirates, has
plenty of petrodollars in reserves.
Dubai officials didn’t respond to re-
quests for comment.

Analysts have been forecasting a
downturn in prices for months. Ear-
lier this month, property consul-
tancy Colliers International said
Dubai property prices rose 16% in
the second quarter. That was much
slower than the 42% price rise in the
first quarter.

Real-estate agents in Dubai said
they’re now seeing a clear slow-
down. They say speculators, espe-
cially those who were financing
their property investment, have
largely fled the market.

HSBC Holdings PLC, the largest
international bank offering home
loans for Dubai property, tightened
its requirements last month, asking
borrowers to put down as much as
50% of the purchase price for some
homes. The bank will now only lend
up to 70% of the total value of the
property in the best cases, down
from 85% last month. The tougher
terms are “to ensure that customers
receive loans that they can afford to
repay at a time of considerable un-
certainty around the world,” the
bank said in a statement to Zawya
Dow Jones.

Continued from first page

T H E WA L L ST R E ET JOU R NA L . MONDAY, OCTOBER 27, 2008 31



Iceland had tried to avoid
tapping IMF for assistance

IMF clears Strauss-Kahn
Board finds chief
didn’t abuse power
in affair with staffer

China seems to join overhaul call

By Bob Davis

WASHINGTON—The Interna-
tional Monetary Fund’s governing
board cleared IMF chief Dominique
Strauss-Kahn of charges that he had
abused his position in pursuing an af-
fair with a staffer, easing the way for
the IMF to focus more fully on the
global economic downturn.

Although the board
found on Saturday that Mr.
Strauss-Kahn, 59 years old,
had committed a “serious er-
ror of judgment” by having a
sexual relationship with
Piroska Nagy, then a senior
official in the IMF’s Africa de-
partment, the board said
there was no evidence of “ha-
rassment, favoritism or any
other abuse of authority” by
Mr. Strauss-Kahn. The IMF
chief acknowledged the
lapse in judgment and apologized to
the board and staff. “I am committed,
going forward, to uphold the high
standards” expected of an IMF man-
aging director, Mr. Strauss-Kahn
said.

While the IMF was wrestling
with Mr. Strauss-Kahn’s behavior, it
was also starting to play its tradi-
tional role of propping up economi-
cally troubled countries. Sunday,
the IMF said it would make a
$16.5 billion loan to Ukraine to help
it weather collapsing steel prices
and global financial turmoil. Last
week, the IMF announced a $2.1 bil-
lion loan for Iceland. It is discussing
similar programs for Hungary, Be-
larus and Pakistan.

The IMF also is trying to develop
a new loan arrangement for coun-
tries that are considered to have
sound economic policies but may

face liquidity crunches, like Brazil,
South Korea and Mexico.

Mr. Strauss-Kahn, a former
French finance minister who ran un-
successfully for the Socialist nomi-
nation for French president in 2006,
may run again in 2012. His Socialist
allies figure Mr. Strauss-Kahn will
bounce back from the episode
quickly. “His chances are intact,
even after this American adven-
ture,” said Henri Weber, a member
of France’s Socialist party.

Mr. Strauss-Kahn took the top
IMF job at the end of September
2007 and fairly soon afterward

started calling Ms. Nagy
about IMF business, accord-
ing to a report by the law
firm of Morgan, Lewis &
Bockius, which was commis-
sioned by the IMF. After a
“two-week-long exchange
of consensual and very per-
sonal messages,” the report
said, the two had a short af-
fair in January 2008. Their
liaison began at the Davos
conference of global busi-
ness and government lead-
ers. Both are married.

Soon afterward, Ms. Nagy’s hus-
band, former Argentine central
banker Mario Blejer, who earlier
had worked for the IMF, discovered
incriminating emails about the af-
fair, according to people familiar
with the incident. The Morgan
Lewis report said Mr. Blejer advised
his wife and Mr. Strauss-Kahn of the
“potential for adverse publicity.”
Mr. Blejer declined to comment, as
did Ms. Nagy’s lawyer, Robert Litt of
Arnold & Porter.

“Concerned about” the fallout
the disclosure would have on him
and Ms. Nagy, the report continued,
Mr. Strauss-Kahn hired a lawyer and
“sought advice from friends at a pub-
lic relations firm.” The existence of
the affair was known only to a hand-
ful of staffers and IMF board mem-
bers for months. Morgan Lewis was
retained to examine the affair at the

end of August.
(The Morgan Lewis report

doesn’t mention the names of the
parties involved, but their identities
are well-known.)

Under IMF ethics guidelines, Mr.
Strauss-Kahn and Ms. Nagy “should
seek confidential ethics advice to
prevent actual or apparent conflicts
of interest.” Mr. Strauss-Kahn didn’t
follow that rule, the report said. It
isn’t known if Ms. Nagy did. Still, ac-
cording to a memo by two IMF law-
yers, failure by IMF supervisors to
seek such advice “has not been
treated as misconduct.”

The IMF board ruled that the af-
fair itself didn’t constitute abuse
and that Mr. Strauss-Kahn didn’t ei-
ther help or punish Ms. Nagy when
she left the IMF in August during a
period of downsizing. She now
works at the European Bank for Re-

construction and Development, a re-
gional development bank in Lon-
don, where she earlier worked as a
senior banker.

“Going forward,” the report con-
cluded, the IMF should consider
whether IMF’s managing director
should be held to a “higher standard
of conduct” than the staff.

A. Shakour Shaalan, the longest-
serving member of the IMF board,
who led the day-long Saturday ses-
sion, said a number of female staffers
were especially unhappy with Mr.
Strauss-Kahn’s behavior. “I person-
ally spoke to him after the meeting,”
Mr. Shaalan said, “and informed him
that this should not happen again.”

 —David Gauthiers-Villars in Paris
contributed to this article.

IMF to rescue Ukraine
with $16.5 billion loan

The IMF is also
starting to play its
role of propping up
troubled countries.

Dominique
Strauss-Kahn

FINANCIAL CRISIS & REPAIR

By Ian Johnson

BEIJING—After several days of
talks between European and Asian
leaders, China apparently has allied
itself with Europe in calling for a vig-
orous system of international regu-
lation.

In closed-door talks with Euro-
pean leaders Friday and Saturday, se-
nior Chinese officials said they would
back Europe’s effort to overhaul inter-
national regulatory systems, Euro-
pean diplomats present at the meet-
ings said. China most strongly stated
its position Friday in a talk between
Chinese President Hu Jintao and José
Manuel Barroso, president of the Eu-
ropean Commission.

Mr. Hu, according to diplomats
at the meeting, said China would “ac-
tively cooperate” with the EU,
which has been pushing an ambi-
tious new system of global over-
sight. Formal talks on the new re-
forms would begin in mid-Novem-
ber in Washington.

“The Chinese said they’d back
more vigorous reforms,” a senior Eu-
ropean diplomat said in an interview.
“They rely on the global economy and
are afraid it’s become very unstable.”

Chinese officials had no comment
on the closed-door meeting. In public
statements, Chinese leaders issued
milder endorsements of reforms. At

the close of the seventh Asia-Europe
Meeting on Saturday, for example,
Chinese leaders backed the 45 na-
tions’ statement, which expressed
“the need to improve the supervision
and regulation of all financial actors,
particularly their accountability.”

Foreign diplomats have been
keen to see how China would come
down on the issue of regulation. On
one hand, China values stability and
thus would seem naturally to sup-
port regulation. On the other, it
likely doesn’t want international in-
stitutions that curb its sovereignty
or constrain its financial flows.

In Brussels, EU officials said they
weren’t surprised China agreed to
side with the EU in pushing for new
rules for financial markets. “They
want a seat at the table in whatever
is going to happen,” said an EU offi-
cial who attended an Oct. 15-16 sum-
mit that drafted the EU’s plan.

At that summit, EU leaders and
their ministers debated the odds that
other countries would support their
strategy. China was a question mark
for some, said diplomats, because
the EU now has the world’s biggest
trade deficit with China, and there
are frequent grumblings in Brussels
about lack of cooperation in Beijing.
But Mr. Sarkozy, who chaired the
gathering, promised to put the hard
sell on Washington and Beijing dur-

ing successive trips, “in order to
change the rules of capitalism.”

In addition to the summit, EU of-
ficials were in Beijing to prepare a
coming EU-China dialogue, while se-
nior trade officials were in town to
win China’s help to conclude the
Doha round of trade negotiations.

British Foreign Secretary David
Miliband said the meetings showed
how economic power is shifting east.

U.S. officials said that the Beijing
meetings underscore the importance
of President George W. Bush’s global
economic summit, scheduled for Nov.
15 in Washington after the presiden-
tial election. The White House hopes
to use the summit to discuss the cri-
sis’s underlying causes, analyze re-
sponses and develop principles to re-
form the global financial architecture.

Still, Bush administration offi-
cials acknowledged their concerns
that some countries could seek to
use the financial crisis to move
against free trade and promote
more centralized economic models.
“Whatever else we do, the summit
needs to enhance our commitment
to free markets and free trade—the
fundamental policies that have in-
creased standards of living,” said a
U.S. Treasury Department official.
 —John W. Miller in Brussels

and Jay Solomon in Washington
contributed to this article.

A WSJ NEWS ROUNDUP

WASHINGTON—Iceland reached
a deal for a $2 billion loan from the
International Monetary Fund and
said it hoped to secure additional
support from other countries, as it
hurries to rescue a financial system
brought down by the credit crisis
and an economy teetering on the
brink of collapse.

Iceland’s turn to the IMF led to a
rare loan from the organization to a
Western nation. The island nation
had scrambled to find a way to avoid
turning to the IMF, even sending a
delegation to Moscow to negotiate a
loan with Russia. But it returned
empty-handed. Other Nordic coun-
tries indicated that they might help
out, but they signaled the IMF
would have to take a lead role first.

Iceland had effectively run out of
other options for attracting the for-
eign cash needed to reanimate its
currency. The Icelandic krona, un-
der pressure all year, wilted this
month when the three banks that
make up nearly the entire Icelandic
financial system collapsed and were
seized by the government.

The krona stopped functioning off
the island, throwing trade into chaos
and causing a potentially dire situa-
tion for an isolated population heavily
dependent on imports. The currency
crisis has sent inflation soaring.

An appeal to the IMF’s help is a
significant come-down for Iceland’s
300,000 people, who took pride in
the riches created by a boom in its
banking sector. The country’s stan-
dard of living rose to among the
highest anywhere, and the capital,
Reykjavik, became flush with big
cars, swank shops, sleek restau-

rants and other accoutrements of
upscale consumer culture.

The Icelandic government said
the loan will shore up foreign-cur-
rency reserves—just Œ2 billion ($2.58
billion) when the crisis started—and
allow the country to float the krona.
Iceland had imposed severe restric-
tions on foreign exchange—instruct-
ingbanks,forinstance,todemandIce-
landers traveling overseas to present
an airline ticket before selling them
foreign currency.

Iceland said the loan will be voted
on by the IMF executive board “as
soon as possible.” The IMF said the
agreement could reach the board in
early November. As soon as the pack-
age is approved, Iceland could ini-
tially draw as much as $830 million.
The loan would be for two years.

Accepting assistance from the
IMF means tough budgetary stric-
tures. Iceland said it will tighten its
fiscal policy, committing “to a sus-
tainable long-term economic policy,
and a plan for the recovery of the Ice-
landic economy.”

Iceland’s crisis was triggered by
its three big banks, who grew rap-
idly over the past half-dozen years
by borrowing and lending abroad.
Their swelling size delivered prof-
its, but it also left Iceland exposed:
When the credit crunch struck, the
Icelandic banks—like others around
the world—faced trouble refinanc-
ing their borrowings. But unlike
banks in larger countries, the Icelan-
dic banks found their small home
country simply didn’t have the re-
sources to back them up.

The assets of the three largest
banks reached some Œ100 bil-
lion—10 times Iceland’s annual eco-
nomic output.

By Gren Manuel

LONDON—The International
Monetary Fund unveiled Sunday its
second national rescue plan in a mat-
ter of days, saying it would offer to
lend a larger-than-expected $16.5
billion to Ukraine.

The announcement follows Fri-
day’s $2.1 billion loan to Iceland and
underlines how the IMF, after years
in the shadows, has come to the fore-
front of helping weaker nations hit
by the financial crisis. Pakistan and
Hungary also are talking to the IMF.

The IMF board will consider fi-
nal approval of the $16.5 billion,
24-month standby facility once
Ukraine passes some financial re-
form laws, it said.

In a statement, IMF Managing Di-
rector Dominique Strauss-Kahn
said Ukraine had signed up to a com-
prehensive policy package designed
to shore up its balance-of-payments
position, noting that on top of the fi-
nancial crisis Ukraine had been hit
by the fall in the price of steel, a ma-
jor industry in the country.

But the deal means Ukrainian
Prime Minister Yulia Tymoshenko
faces having to implement harsh eco-
nomic austerity measures in the
run-up to an election in December
amid the continuing political tur-
moil that has plagued the country
since the Orange Revolution in 2004.

Ukraine government officials
weren’t immediately available to
comment.

Ratings agency Standard &
Poor’s late Friday cut its currency
rating on Ukraine even though it be-
lieved an IMF loan would be offered,
saying a lack of internal political
agreement could mean the country
wouldn’t be able to implement the
IMF’s program to fix the economy.

Also, the loan—higher than ear-
lier estimates of between $11 billion
and $15 billion—is small in compari-
son to the country’s external debt,
which analysts at Capital Econom-
ics in London estimate at $55 billion
due this year.

Last week while talks were under
way, Neil Shearing, emerging Eu-
rope economist at Capital Econom-
ics, warned that “While early inter-
vention by the IMF should avert a
full-blown balance-of-payments cri-
sis, macroeconomic fundamentals
in Ukraine may remain weak for
some time to come.”

Mr. Strauss-Kahn said the pro-
gram to be implemented by Ukraine
will aim to restore financial stabil-
ity, help make the banking sector liq-
uid and solvent and cut inflation,
while trying to insulate companies
and households as much as possible
from a deep output decline.

One additional problem for
Ukraine is that its balance of pay-
ments is heavily influenced by the
price Russia sets for the country’s vi-
tal imports of natural gas.

 —Lidia Kelly in Moscow and
Alexander Kolyandr in London

contributed to this article.
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Firms take dim view of employee affairs
IMF clears its chief;
few organizations
ban relationships

The IMF’s governing board cleared Dominique Strauss-Kahn of wrongdoing over
an affair he had with a former staffer.

Success at a new global finance summit hinges on China

By Phred Dvorak,

Bob Davis

and Louise Radnofsky

The International Monetary
Fund has been facing a delicate is-
sue that has confronted many other
employers: Is it ever OK for the boss
to sleep with a subordinate?

The IMF’s governing board Sat-
urday cleared IMF chief Dominique
Strauss-Kahn of wrongdoing over
an affair he had with former staffer
Piroska Nagy, deciding the relation-
ship was consensual and that Mr.
Strauss-Kahn didn’t show any favor-
itism—or retribution—toward Ms.
Nagy afterward. Still, the board
called the incident “a serious error
of judgment,” the same wording
that Mr. Strauss-Kahn used in a
statement offering his apologies.

U.S. boards increasingly take a
dim view of such conduct by top ex-
ecutives. In 2005, Boeing Co. direc-
tors asked former CEO Harry Stone-
cipher to resign, after he admitted
having an affair with a female execu-
tive. The board of Starwood Hotels
and Resorts Worldwide Inc. ousted
CEO Steven Heyer in April 2007 af-
ter investigating allegations of sex-
ual advances toward young, female
employees. Mr. Heyer denied the al-
legations but agreed to leave with-
out an estimated $35 million owed
him in severance.

Few organizations ban all work-
place relationships. Many try to po-
lice office romances to ensure they
don’t involve conflicts of interest or

abuses of power, tricky concepts to
judge.

In a 2005 online survey of 493 hu-
man-resource officers by the Soci-
ety for Human Resource Manage-
ment, only 28% of respondents said
their organizations had policies cov-
ering office romances. Of those poli-
cies, 80% restricted relationships
between supervisors and subordi-
nates; 39% required participants in
a relationship to inform supervi-
sors.

One common approach is typi-
fied by Southwest Airlines Co.,
which bars workers from reporting
to someone they have a close rela-
tionship with. Employees who may
violate the rule are expected to con-
sult their supervisors to help ar-
range a transfer or new duties, says
a Southwest spokesman.

In some cases, employers go be-
yond the rules. Boeing’s workplace-
relationship policy didn’t apply to
Mr. Stonecipher, because the

woman involved was more than two
levels below him in the organiza-
tion. But Boeing’s board said it
acted because of the poor judgment
he showed in conducting the rela-
tionship.

Merrick Rossein, a law professor
at the City University of New York
who studies employment discrimi-
nation, says one consulting client
told an executive to end an affair or
leave the company. Joseph Baum-
garten, a partner at Proskauer Rose
LLP, says corporate boards some-
times reduce the pay of executives
who have behaved inappropriately,
but otherwise performed well.

Attitudes toward workplace rela-
tionships vary by culture. In Eu-
rope, Mr. Rossein says, such rela-
tionships are largely viewed as pri-
vate matters. Still, the European
Union in recent years has urged
members to adopt more explicit,
American-style sexual-harassment
laws, he says.

In the most famous case of work-
place sex, U.S. President Bill Clinton
survived an impeachment trial after
anaffairwithinternMonicaLewinsky.

IMF rules, designed to protect fe-
male staffers who complained of be-
ing groped by senior male officials
on trips abroad, say harassment
may involve a single incident. The
rules say relationships between su-
pervisors and subordinates “do not,
in themselves, constitute harass-
ment,” but urge those involved to
seek “confidential ethics advice to
prevent actual or apparent conflicts
of interest.” Mr. Strauss-Kahn
didn’t seek such advice, according
to a report by a law firm retained by
the IMF. It isn’t known whether Ms.
Nagy did either.

Some U.S. companies urge em-
ployees involved in relationships to
disclose them, if only to avoid legal
claims that one person was coerced.
But Joseph Beachboard, a lawyer at
Ogletree, Deakins, Nash, Smoak &
Steward P.C., says few employees
are willing to sign papers admitting
to affairs.

Freada Kapor Klein, a workplace
bias researcher and consultant in
San Francisco, says such policies
can work, citing a case in which an
employee was transferred to a dif-
ferent department after disclosing
a relationship. Ms. Klein thinks bans
on workplace relationships do more
harm than good, and advises clients
to treat such relationships as they
would other potential conflicts of in-
terest. “Most companies “hear ‘sex’
and they stop thinking rationally,”
she says.

In the U.S. government, some
agencies have specific policies gov-
erning workplace romances, while
others rely on general ethics rules
governing impartiality. The mili-

tary bans officers from dating or
sexual relationships with enlistees.
In 1997, a civilian program manager
for the Marine Corps was dismissed
after a consensual affair with the
wife of a Marine major.

At the World Bank, sexual rela-
tions between a manager and
staffer are considered “a de facto
conflict of interest,” which must be
resolved to avoid favoritism. Failing
to do so “may result in a finding of
misconduct,” the bank’s policy says.

Former World Bank President
Paul Wolfowitz disclosed a relation-
ship with a bank staffer before he
took the top job. He later was ac-
cused of helping her get big raises, a
charge he denied. He resigned un-
der pressure in 2007.

MANAGING

By Sebastian Mallaby

There wasn’t much to see in Bret-
ton Woods in July 1944, when dele-
gates from 44 countries checked into
the sprawling Mount Washington Ho-
tel for the United Nations Monetary
and Financial Conference. New
Hampshire forest surrounded the
site; there were free Coca-Cola dis-
pensers, but few other distractions.

In this scene of rustic isolation,
168 statesmen (and one lone states-
woman) joined in history’s most cel-
ebrated episode of economic state-
craft, remaking the world’s mone-
tary order to fend off another Great
Depression and creating an unprece-
dented multinational bank, to be fo-
cused on postwar reconstruction
and development.

The Bretton Woods conference
has acquired mythical status. To eco-
nomic-history buffs, it’s akin to the
gathering of the founding fathers at
the constitutional convention. To
politicians anxious to make their
marks upon the world, it’s a mo-
ment to be richly envied. The recent
calls from British Prime Minister
Gordon Brown and French Presi-
dent Nicolas Sarkozy for a new Bret-
ton Woods conference, to which the
Bush administration has acceded,
have caused TV crews to descend
upon the old hotel. But Bretton
Woods revivalism is nothing new.

After the onset of the Latin debt
crisis in 1982, U.S. Treasury Secre-
tary Donald Regan floated the idea
of a new Bretton Woods to steady
the hemisphere’s currencies. The fol-

lowing year, reeling from three de-
valuations of the franc, French Presi-
dent François Mitterrand declared,
“The time has really come to think
in terms of a new Bretton Woods.
Outside this proposition, there will
be no salvation.”

In the wake of the emerging-mar-
ket crises of 1997-98, Bretton Woods
nostalgia broke out again. “We
should not be afraid to think radi-
cally and fundamentally,” Tony Blair
opined. “We need to commit our-
selves today to build a new Bretton
Woods for the next millennium.”

Among acts of international eco-
nomic statesmanship, perhaps only
the Marshall Plan has been invoked
more frequently. There have been
calls for a Marshall Plan for postcom-
munist Eastern Europe, a Marshall
Plan for Africa, a Marshall Plan for
the inner cities. Indeed, anybody
wanting Washington to splurge finds
Marshall exceedingly convenient.

But Bretton Woods has a richer
and more rarefied cachet. It was
about reordering the international
system, not just mobilizing money
for an enlightened cause. And
whereas the Marshall Plan was an
example of the unilateralism for
which the U.S. is known, the Bretton
Woods conference was a triumph of
multilateral coordination.

Both sides of the Bretton Woods
achievement seem alluring today,
yet both may be chimerical. The con-
ference rebuilt the economic order
by creating a system of fixed ex-
change rates. The aim was to pre-
vent a return to the competitive de-

valuations best illustrated by the
“butter wars.” In 1930 New Zealand
secured a cost advantage for its but-
ter exports by devaluing its money;
Denmark, its main butter rival, re-
sponded with its own devaluation in
1931; the two nations proceeded to
chase each other down with progres-
sively more drastic devaluations.

This behavior added to the protec-
tionism that brought the world to
ruin, and the Bretton Woods answer
was simple. In the postwar era, the
dollar would be anchored to gold, and
other currencies would be anchored
to the dollar: No more fluctuating
money, ergo no competitive devalua-
tion. To undergird this system, the
Bretton Woods architects created the
International Monetary Fund, which
was far more central to their ambi-
tions than their other legacy, the
World Bank. If a country’s fixed ex-
change rate led it into a balance of
payments crisis, the IMF would bail it
out and so avert devaluation.

Today the idea of another mone-
tary rebirth has much to recom-
mend it. The credit bubble that has
wreaked havoc on the world’s finan-
cial markets has its origins in a two-
headed monetary order: Some coun-
tries allow their currencies to float,
while others peg loosely to the dol-
lar. Over the past five years or so,
this mixture created a variation on
the 1930s: China, the largest dollar
pegger, kept its currency cheap, driv-
ing rival exporters in Asia to hold
their exchange rates down also.
Thanks to this new version of com-
petitive currency manipulation, the

dollar-peggers racked up gargan-
tuan trade surpluses. Their earn-
ings were pumped back into the in-
ternational financial system, inflat-
ing a credit bubble that now has
popped disastrously.

Persuading China to change its cur-
rency policy would be a worthy goal
for a new Bretton Woods conference.
But currency reform is low on the
agenda of the summit that the Bush
administration plans to host on Nov.
15. (The administration styles this
gathering a “G-20 meeting,” ignoring
the European talk of a Bretton Woods
II.) The British and French leaders
who pushed for the meeting want in-
stead to talk about financial regula-
tion—how to fix rating agencies, how
to boost transparency at banks and so
on. But many of these tasks require
minimal multilateral coordination.

If the Europeans shrink from de-
manding that China cease pegging
to the dollar, it’s perhaps because
they anticipate the concession that
would be asked of them. China isn’t
going to give up its export-led
growth strategy for the sake of the in-
ternational system unless it gets a
bigger stake in that system—mean-
ing a much bigger voice within the In-
ternational Monetary Fund and a cor-
responding reduction in Europe’s ex-
aggerated influence. When you strip
out the blather about bank transpar-
ency and such, this is the core bar-
gain that needs to be struck.

It will be up to the two great pow-
ers—the U.S. and China—to fashion
the deal that brings China into the
heart of the multilateral system.

Here, too, is an echo of the first Bret-
ton Woods, for underneath the cam-
ouflage of a multilateral process
there was a bargain between two na-
tions. Britain, the proud but in-
debted imperial power, needed
American savings to underpin mone-
tary stability in the postwar era; the
quid pro quo was that the U.S. had
the final say on the IMF’s design and
structure. Today the U.S. must play
Britain’s role, and China must play
the American one.

There’s a final twist. In the 1940s
the declining power practiced impe-
rial trade preferences; the rising
power championed an open world
economy. When Franklin Roosevelt
told Winston Churchill that free
trade would be the price of postwar
assistance, he was demanding an end
to the colonial order and the creation
of a level playing field for commerce.

Today it is the rising power that
pursues mercantilist policies via its
exchange rate. China’s leadership,
which sits atop an astonishing $2
trillion in foreign-currency savings,
could trade a promise to help recapi-
talize Western finance for an ex-
panded role within the IMF. But
China may simply not be interested.
The future of the global monetary
system depends on whether China
aspires to play the role of
Roosevelt—or whether it prefers to
be a modern Churchill.

Sebastian Mallaby directs the Cen-
ter for Geoeconomic Studies at the
Council on Foreign Relations. He is
writing a history of hedge funds.

Restricting Romance
Policies on office relationships vary
widely, according to a 2005 survey
of human-resource professionals.

n Relationships between employ-
ees not permitted: 4%

n Relationships prohibited between
a supervisor and subordinate: 80%

n Those involved in a relationship
must inform their supervisors: 39%

n Those involved may not be in the
same department: 24%

n Those involved should not have a
significant rank difference: 16%

n Those involved may not report to
the same supervisor: 13%

n Those involved may not work on
the same projects: 6%

n There are no restrictions: 5%

Source: Society for Human Resource Management
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By Alistair MacDonald

LONDON—The U.K. economy
turned in its first negative quarter
in 16 years, leaving Prime Minister
Gordon Brown with a big challenge
even after stabilizing the banks
with a widely copied bailout plan:
how to keep the country from falling
into deep recession.

On Friday, the government re-
ported that the economy shrank a
wider-than-expected 0.5% in the
third quarter. Economists predicted
gross domestic product will further
contract in the current quarter, put-
ting the country in a recession. Econ-
omists expect the slowdown to last
into next year, with Ernst & Young
predicting GDP will shrink 1% in
2009 and grow just 1% in 2010.

The pound fell sharply Friday, de-
clining to $1.5903 against the dollar,
its steepest weekly percentage drop
since 1992, when Britain exited the
European exchange-rate mecha-
nism, which was a precursor to the
euro common currency. The pound
is down 20% this year.

Mr. Brown, whose popularity has
improved from historic lows after
he orchestrated an ambitious bank-
bailout plan, will need some short-
term fixes as he must stand for elec-
tion by mid-2010.

Among Mr. Brown’s options to
spurgrowth,economistssaid,are“re-
balancing” the economy to make it
less dependent on financial services
by building up other industries, and
spending through the recession,
though that would come at the cost of
increasing an already large deficit.

In recent years, the U.K. has be-
come increasingly reliant on the fi-
nancial-services industry, which
last year accounted for 10.5% of
GDP; for the three years prior, the

sector grew at four times the speed
of the rest of the economy. Some
economists and politicians argue
that the government needs to rebal-
ance the economy by, for example,
increasing the manufacturing sec-
tor, which actually made
the largest contribution to
the third-quarter slow-
down, falling by 1%. Al-
though it hasn’t yet, the
country’s falling currency
should help exporters by
making their goods
cheaper overseas.

The prime minister has
little room to spend his way
outofrecession,atackprevi-
ously tried by economies
from Spain to the U.S. In-
stead, the U.K. Treasury will move to
increasethisyear’sspendingbyaccel-
erating large, employment-intensive
projects, such as building schools
and a new railway line through the
center of London that had been part
of future years’ budgets.

In the text of a speech to be deliv-
ered Monday, Mr. Brown plans to that

the British government “will and can
allowborrowingtorisetohelprestore
demandandtocometotheaidofwork-
ers, businesses and homeowners.”

“The responsible course is to bor-
row now to maintain growth and out-

put, and to reduce borrow-
ing as a proportion of [gross
domestic product] as the
economyrecoversandtaxre-
ceipts riseagain,” hewill say.

Other European econo-
mies also are hurting, with
data on Friday showing Octo-
ber business activity in the
euro zone at its weakest level
inat least 10 years. But, oppo-
sition politicians and some
economists said, policies
from Mr. Brown’s decade as

Treasury chief under his predecessor,
Tony Blair, left the U.K. more vulnera-
ble to the credit crunch. The Blair gov-
ernmentallowedconsumerdebttorun
up; spent heavily on public services;
and changed how banks are regulated,
making it harder to gauge their health.
 —Laurence Norman

contributed to this article.

Economy tests Brown
U.K.’s quarterly GDP
contracts 0.5%;
pound falls sharply

By Cam Simpson

JERUSALEM—Israeli Prime Min-
ister-designate Tzipi Livni gave up
her bid Sunday to form a govern-
ment and called for new national
elections, a move likely to cast Is-
rael into months of political and dip-
lomatic uncertainty.

The turmoil came as Israeli lead-
ers condemned statements from
Jewish settlers in the occupied
West Bank, calling for fresh vio-
lence there. Some Jewish settlers
said they wanted to see Israel’s own
soldiers killed for disbanding an ille-
gal settlement.

Ms. Livni, who heads Israel’s cen-
trist Kadima party, gave up her at-
tempt to cobble together a new gov-
ernment following about six weeks
of coalition talks sparked by the res-
ignation of scandal-plagued Israeli
Prime Minister Ehud Olmert, who is
Kadima’s former chief.

She told reporters Sunday night
she could have formed a govern-
ment but decided against it because
potential coalition partners were
making what she portrayed as dan-
gerous demands.

“I was willing to pay a price for
forming a government up until the
last minute, but I wasn’t willing to
mortgage the economic and politi-

cal future of Israel or the hope for a
better future and for a different
kind of politics,” Ms. Livni said.

She was given the chance to form
a coalition after winning, by a razor-
thin margin, a Sept. 17 Kadima pri-
mary to replace Mr. Olmert. But she
formally notified President Shimon
Peres on Sunday at a meeting in
Jerusalem that she was giving up
and supports new national elections.

Because Israel doesn’t have a con-
stitution, what comes next is unclear.
Although his post is largely ceremo-
nial, Mr. Peres, a Kadima member,
holds the power to call new elections.
Analysts said he is likely to do so in
the coming days and that polling will
likely be slated for February or
March, well ahead of the next sched-
uled elections set for 2010.

The Israeli parliament, known as
the Knesset, also could pass a law
setting new elections, or Mr. Peres
might still push for the formation of
a coalition.

Ms. Livni said the main obstacles
to a coalition were what she por-
trayed as extortionate demands
from the Shas party, an ultra-Ortho-
dox religious movement. Shas holds
12 seats needed to maintain the exist-
ing ruling coalition assembled by Mr.
Olmert in the 120-member Knesset.

Shas leaders were demanding

substantial increases in welfare ben-
efits for large families, a staple for
religious politicians in Israel, where
demographic data show an average
of about 8-10 children in religious
households. They also wanted Ms.
Livni, who is Israel’s foreign minis-
ter, to pledge that negotiations over
Jerusalem’s future would be off lim-
its in any current or future peace
talks with the Palestinians.

“Anyone willing to sell his princi-
ples for a [premier’s] seat is not wor-
thy of leadership,” Ms. Livni told re-
porters Sunday night.

Summer and fall polls have shown
the right-wing Likud, Israel’s largest
opposition party, gaining a large num-
ber of seats in a new election but still
running closely overall with Kadima
under Ms. Livni’s leadership.

Palestinian leaders said they are
watching the developments closely
and cautiously. “We have a real con-
cern regarding the future of the
peace process,” said Salam Fayyad,
the Palestinian Authority prime min-
ister. The two sides have been in-
volved in peace talks since Presi-
dent George W. Bush launched a
high-profile push almost a year ago
at a conference in Annapolis, Md.
 —Mohammed Najib

in the West Bank
contributed to this article.

Livni calls for new Israeli elections

U.S. considers buying
equity stakes in insurers

Gordon Brown

FINANCIAL CRISIS & REPAIR

Dark days ahead for Brown
Sterling continued to fall Friday after hitting a five-year low last week and one
of the U.K.'s longest ever economic booms came to a halt when the country
suffered its first quarter of negative growth in 16 years. Economists expect 
further contraction this year putting the country into recession.
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By Deborah Solomon

And Leslie Scism

WASHINGTON—The U.S. Trea-
sury Department is considering buy-
ing equity stakes in insurance com-
panies, a sign of how the govern-
ment’s $700 billion rescue program
could turn into a piggy bank for a
range of beleaguered industries.

The availability of U.S. govern-
ment cash in the middle of a global
credit squeeze is drawing requests
from insurance firms, auto makers,
state governments and transit agen-
cies. While Treasury intended for
the program to apply broadly, the
growing requests could put a strain
on the $700 billion, a sum that only
last month stunned lawmakers.

MetLife Inc. and Prudential Fi-
nancial Inc., two of the nation’s larg-
est publicly traded life insurers, are
interested in exploring a sale of eq-
uity stakes to the government, ac-
cording to people familiar with the
matter.

Sunday, a spokesman for New
York Life Insurance Co., one of the
highest-rated insurers in the U.S.,
said: “The Treasury has asked the
life-insurance industry for help in
developing solutions for strengthen-
ing the financial system. We agreed
to work with other industry leaders
and Treasury so we could play a con-
structive role in helping shape this
important discussion.” He said the
insurer, which is mutually owned,
doesn’t require additional capital
and has “not made any decision to
accept capital, if offered.”

Broad participation in the rescue
program would put more power in
the hands of government to reshape
the finance industry. Friday, PNC Fi-
nancial Services Group Inc. said
Treasury would buy $7.7 billion of
preferred stock and warrants. The
cash injection will help the bank pur-
chase struggling National City
Corp., a move pushed by federal reg-
ulators. (Please see article on page
8.)

In September, the government
extended an $85 billion rescue loan
to giant insurer American Interna-
tional Group Inc. in exchange for an
80% stake.

Insurers are critical to market
stability. Signs of eroding confi-
dence at life insurers could further
dent fragile business and consumer
confidence. Insurers are among the
biggest holders of the nation’s cor-
porate debt, with $1.3 trillion on
their books. They are long-term in-
vestors, holding the securities for
years, even decades.

As they have sought to shore up
their own balance sheets in recent
weeks, insurance companies, like
banks, have retreated from this role
as lender, instead hoarding cash, ac-
cording to Robert Riegel, a manag-
ing director at ratings firm Moody’s
Investors Service, which exacer-
bates the credit crunch.

Most insurance companies are fi-
nancially sound but have seen their
long-term investments and stock
prices fall in value. Some have hold-
ings of riskier Alt-A and subprime-
mortgage-backed securities. Insur-
ers have suffered losses in bond and
preferred-stock holdings from the
collapse of companies including Leh-
man Brothers Holdings Inc. Insur-
ers also have been hit with billions
of dollars in unrealized losses as cor-
porate bonds of all stripes suffered
big declines. Low interest rates
have damped interest income and a
prolonged economic slump could

dent the variable-annuity business
and even hurt sales of core life-insur-
ance policies.

Insurers would normally tap cap-
ital markets to raise money. But
many are loath to attempt selling
common stock because their share
prices have been so battered. That
is one reason many insurers have
been pushing the expansion of Trea-
sury’s equity-stake program to raise
capital.

Treasury had already envisioned
insurance companies using one ele-
ment of its rescue program: selling
bad assets, such as mortgage-
backed securities, to the govern-
ment. But Treasury officials are con-
sidering whether to buy equity
stakes in certain firms, according to
people familiar with the matter.

Under the terms of Treasury’s
program, eligible insurers must be
operated by either a financial insti-
tution holding company or a savings
and loan holding company. The hold-
ing companies must also be regu-
lated by a federal agency.

The investment funds would
come from Treasury’s recently an-
nounced plan to invest $250 billion
in U.S. banks. Treasury has already
committed $125 billion to nine large
banks. More than 20 additional
banks are expected to receive equity
infusions in coming days.

Treasury Secretary Henry Paul-
son asked Congress for wide discre-
tion in the program. That is prompt-
ing requests from myriad indus-
tries. Some want capital injections.
Others want to sell troubled assets,
such as bad loans, to the govern-
ment.

The Financial Services Round-
table, a Washington trade group,
sent a letter Friday to Treasury ask-
ing for expansion of the govern-
ment’s equity injection program to
include broker-dealers, insurance
companies, auto makers and foreign-
controlled firms.

Auto makers in particular are
looking for a lifeline. Thursday,
members of Michigan’s congres-
sional delegation sent a letter to
Mr. Paulson and Federal Reserve
Chairman Ben Bernanke, urging the
administration of President George
W. Bush to allow auto companies to
participate in the program, a move
many in Detroit hope would smooth
the way for a merger of General Mo-
tors Corp. with Chrysler LLC.

State and local governments also
are angling for help as they struggle
to raise money. Members of Con-
gress and several mayors have
asked Mr. Paulson to use the rescue
funds to buy state and municipal
bonds.

For most of this year, the insur-
ance industry seemed to be weather-
ing the credit crisis. The industry
has plenty of capital to pay policy-
holders, according to insurance reg-
ulators in two big states and senior
executives at credit-ratings firms.
But in recent weeks, the stocks of
some of these firms have been
slammed. More bad news is ex-
pected this week, when many of the
large publicly traded life insurers re-
port third-quarter earnings.

After Allstate Corp. released dis-
appointing third-quarter results,
Moody’s Investors Service lowered
ratings on the company’s life-insur-
ance unit to Aa3 from Aa2. The
stated reasons included “the weak-
ening of the [life] company’s intrin-
sic credit profile,” though it main-
tained the Aa2 rating for Allstate’s
core car-insurance business.
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European car makers
unveil plans to cut
production. Page 6

Criminals peg
attacks to market
WSJ.com/BizTech

Companies approach the delicate issue of
affairs between bosses and subordinates
to avoid conflicts of interest. Page 30

In land of Vikings, high-tech cod
By John W. Miller

BODO, Norway—A millionaire
dot-com executive turned fishing en-
trepreneur is pursuing the holy
grail of industrial aquaculture—the
Atlantic cod.

Harald Dahl, founder of Nor-
way’s Codfarmers ASA, wants to in-
fuse ancient Viking fishing grounds
with high-tech equipment and mod-
ern management techniques, return-
ing the Atlantic cod to the commer-
cial prominence it once held.

His dream comes as aquaculture,
more craft than science until re-
cently, appears ready to come into
its own. This year, for the first time,
humans will eat more farmed fish
than wild fish, according to a report
being prepared by the United Na-
tions Food and Agriculture Organi-
zation. Big-name investors, includ-
ing JP Morgan Chase and Morgan
Stanley & Co., are backing Mr.
Dahl’s vision of high-tech cod farms.

The 42-year-old grew up on the Lo-
foton Islands off the northern coast
of Norway and remembers a time
when “cod fishing boats crowded har-
bors so you could walk across them.”

A dozen Norwegian companies,
including Marine Farms ASA and
Salmar ASA, are pouring hundreds

of millions of dollars into exotic
equipment and new technologies to
raise cod and other salt water spe-
cies, long avoided because they are
so much harder to breed and feed
than the omnivorous salmon.

The biggest prize is the Atlantic
cod, a fish that gave Cape Cod its
name and triggered fishing wars be-
tween nations. Today, the Atlantic
cod is a $1 billion annual market, after
a long, steep decline in catches. Over-
fishing has slashed the annual Atlan-
tic catch to 137,000 tons last year,
from 1.8 million tons in 1968, accord-
ing to the International Council for
the Exploration of the Sea, a fishery
research institute based in Denmark.

Norway is the epicenter of aquac-
ulture’s transformation into big
business. With 1,000 miles of coast-
line and deep, protected inlets or
fjords, it offers an ideal laboratory
for farming salt water fish. This
year it overtook China as the
world’s biggest exporter of seafood
by revenue, even though China pro-
duces around two-thirds of the
world’s farmed fish. Fish farms ac-
count for 47% of Norway’s seafood
exports, up from 30% a decade ago.

The biggest producer of farmed
cod so far, accounting for 25% of
sales worldwide, is Mr. Dahl’s Cod-

farmers. He started production in
2005 and hopes to sell 30,000 tons
of farmed cod annually by 2012, not
far off Norway’s total 35,000 ton
wild catch today.

The company is backed by $100
million raised from investors includ-
ing JPMorgan Chase, Morgan Stan-
ley, and the Hearst family.

Mr. Dahl aims to make cod a main-
stay in grocers’ fish counters.
“Salmon used to be the party fish.
Now it’s become an everyday fish.
We want to make cod the party fish.”

But cod are difficult creatures.
Previous efforts to farm the fish, in
Norway in the 1990s and Canada
and Scotland earlier in this decade,
ran aground due to fickle breeding
conditions, a restrictive diet and a
stubborn drive to escape nets.

A female cod, roughly the size of
large household cat, lays two mil-
lion eggs at a time. But in nature
only one or two of this vast brood
survive. To make steady production
viable, a cod farm has to improve
that ratio by a factor of thousands,
says Daniel Pauly, a fish scientist at
the University of British Columbia.

Mr. Dahl thinks he can address
such qualms with technology and
Norway’s deep fjords. At a Codfarm-
ers hatchery in Bodo, Thor Magne

Jonassen supervises three green fi-
berglass tanks filled each with 400
cod. Starting later this month, Mr.
Jonassen’s fish will spawn in shifts,
once every two months. He has de-
veloped a breeding technique that
he says will guarantee a steady pro-
duction of juveniles. It includes a
special feed mixing fish meal and al-
gae. Dim tank lights that mimic win-
ter will control breeding and pro-
duce healthier, fatter fish.

“We’re learning from other peo-
ple’s mistakes,” says Mr. Jonassen.
He predicts his 1,200 fish will gener-

ate five to ten million cod a year. On
filleting day, a plastic pipe the width
of a basketball whisks a cod from
the holding pen every two seconds
and onto a conveyor belt. Workers
cut off heads for fish meal and livers
for oil, drugs, cosmetics and food,
before packing the cod in ice for de-
livery to supermarkets in Europe.
Soon, Mr. Dahl hopes, they will be
whisked to the U.S. Cincinnati-
based Kroger Co., America’s largest
independent grocer, says it would
consider selling farmed cod based
on customer demand.

Tight credit means tougher tech-financing
Big companies try
to fill lending void
as defaults spike

A pipe sucks cod out of ‘waiting pens’ onto a conveyor belt where they are killed.

By Ben Worthen

And Bobby White

T
ROUBLES ARE BREWING
in the technology-financ-
ing business, the credit
that greases many tech-
nology sales.

Defaults on tech financings, loans
that allow companies to purchase
computers, software and other prod-
ucts, have spiked this year. The prob-
lems are surfacing after years in
which such loans flowed freely.

Now the banks and specialty
lenders that most tech companies,
from start-ups to giants like Mi-
crosoft Corp., rely on to finance cus-
tomer sales are retrenching, and fi-
nancing terms are getting tougher.

Some big tech companies, such as
International Business Machines
Corp., Oracle Corp. and Cisco Sys-
temsInc.,aresteppingintothevoid—
lending more of their own money to
customers and taking on new risks.

In September, 0.86% of equip-
ment loans—which includes a range
of office equipment—were written
off as losses, up from 0.48% a year
earlier, according to the Equipment
Leasing and Financing Association,
an industry group for 700 lenders.

While the numbers appear low,
it’s about the same as the percentage

of real-estate loans—around 1%—ex-
pected to be written off in the third
quarter by the top 100 U.S. commer-
cial banks, according to research
firm Aite Group. Tech-financings
will reach $88 billion, about 14% of
the total amount spent on computer
hardware and software this year, es-
timates research firm IDC.

Businesses are now defaulting
on loans for tech purchases “all the
time,” says John Dondey, national
sales director for Baytree Leasing
Company LLC, a Lincolnshire, Ill.,
unit of Baytree National Bank &
Trust Co. that does tech financings.

While Baytree’s default rate used
to be less than 0.5%, it’s now between
1%and1.5%forcommercialbusinesses
and “it’s going to get worse,” he says.

Lenders are responding by tight-
ening their tech-financing terms.
While some businesses were once
able to get loans for software that re-
quired no money down or had zero-
percent interest, some tech-financ-
ing operations are now offering
rates to small businesses of around
8.25%, according to lenders.

Nearly 20% of chief information
officers say unfavorable credit
terms caused them to recently delay
or cancel purchases, according to 31
companies surveyed in October by
the CIO Executive Council, a profes-
sional organization.

George Conklin, chief information
officer at Christus Health, a hospital
chain in Irving, Texas, says he used to
structure most of his software con-
tracts so that he was only paying 25%
upfront.Nowsoftwaresellersarereluc-

tant to accept anything less than 50%
upfront. “It’s getting stiffer,” he says.

IBM, which has its own financing
arm, says it has seen an “uptick” in
the number of customers looking
for credit. The Armonk, N.Y., com-
pany has responded by launching a
new program this month that offers
loans at below-market rates with no
payment or interest due for 90 days.

Underwriting customer pur-
chases “gives us a competitive ad-
vantage,” Mark Loughridge, IBM’s
chief financial officer, said during a
call with analysts on Oct. 16. IBM’s fi-
nancing unit had $24.5 billion in
loans outstanding at the end of 2007.

Still, IBM has seen its default rate
rise from 1.1% in the June quarter to
1.3% in the September quarter. A
spokesman says IBM is able to sell re-
possessed equipment at a higher
price than other lenders because it
can refurbish and warranty it.

Cisco also uses its own cash re-
serves to drive sales. The network-
ing giant financed more than $4 bil-
lion in customers’ purchases, or
about 10% of sales, in its fiscal year
ending July 26. That’s up from $2.7
billion the previous year.

Collecting on these loans when
the economy sours can be a prob-
lem. Cisco was forced to set aside al-
most $900 million for bad loans in
2001 after lending to dozens of tele-
communication and Internet start-
ups during the dot-com bubble.

A Cisco spokesman says the com-
pany is conservative in its lending
practices.

The credit climate is one reason
Franklin University turned to Cisco
last month to finance $24,000
worth of phone equipment. The net-
working giant charged the Colum-
bus, Ohio, school just 3.8% interest
for the purchase, about the same
rate it has offered Franklin in the
past, says Jeffrey Brotherton, the
school’s chief information officer.
“They’re just not worried,” he says.

Tech-financing loans carry spe-
cial kinds of risks. In the case of hard-
ware like computers, the equipment
itself—arapidly depreciating asset—
typically serves as collateral. In the
case of software, the loans are often
unsecured because it is illegal to re-
sell used software.

In the past few years, credit
flowed freely. “There were deals get-
ting done that shouldn’t have,” says
Robert Chlebowski, president of Cap-
ital Technology & Leasing LLC., a fi-
nancing company in Wildwood, Mo.

Mr. Chlebowski says he took a
loss after financing $60,000 worth
of computer equipment for a St.
Louis-area real-estate development
company. The developer went bank-
rupt in August, still owing $33,000.
Mr. Chlebowski ended up selling the
equipment for just $20,000.

Most tech companies rely on
third-parties, some of which are cur-
rently struggling, to underwrite and
finance their customers. Microsoft
has a financing partnership with CIT
Group Inc. and SAP AG has deals
with KeyCorp and others. Microsoft
and SAP said they had no plans to
change their financing strategies.

Tech companies are asking to fi-
nance their customers’ purchases at
“an unprecedented rate,” says Paul A.
Larkins, chief executive of Key Equip-
ment Finance, a unit of KeyCorp. But
the Cleveland-based bank has tight-
ened its terms and isn’t taking on all
the new business, Mr. Larkin says.

CIT recently booked $455 million
in write-downs at its vendor-finance
arm, which includes its tech-financing
business. The New York-based com-
pany says it is “continuing to support
our key clients with prudent under-
writing and origination strategies.”

Dell Inc., which had long part-
nered with CIT opted to end the ar-
rangement in the U.S., and is now
lending directly to U.S. businesses
and consumers. A Dell spokesman
says the company evaluated
whether to find another U.S. partner
or spin off its financing unit, but de-
cided that keeping it inhouse gave
the company an advantage.

Source: Equipment Leasing and Finance Association
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A
NHEUSER-BUSCH
Cos. shares fell fur-
ther Friday and

traded nearly 20% below the
proposed price of the InBev
NV acquisition amid contin-
ued jitters about the deal,
while InBev said it was com-
mitted to the acquisition at
the agreed-upon terms.

InBev agreed to buy An-
heuser-Busch for $70 a share
in July. Friday, Anheuser-

Busch shares finished at $56.93, down $1.20, or 2.1%.
“We remain fully on track to close the A-B/InBev

combination on the agreed terms by year end,” said
a spokeswoman for InBev, based in Belgium. An An-
heuser-Busch spokeswoman declined to comment.
 —Anjali Cordeiro

Anheuser-Busch’s stock
falls more amid deal fears

T
HE RUSSIAN UNIT of
PricewaterhouseCoo-
pers LLC won the dis-

missal of a lawsuit by local
authorities that had accused
PwC of being an active par-
ticipant in tax evasion by
now-bankrupt oil company
OAO Yukos.

Earlier rulings against
PwC in the case threatened
its license to operate in Rus-
sia. But Friday, the Federal

Arbitration Court of the Moscow District over-
turned two lower-court rulings and threw out the
Federal Tax Service’s case.

The Federal Tax Service couldn’t be reached for
comment. Under Russian law, it can appeal Friday’s rul-
ing to the Supreme Arbitration Court.  —Gregory White

Falling metals prices burn scrap dealers
High inventories
are haunting traders
as demand declines
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By Robert Guy Matthews

S TEVE SARNOFF is caught in a
classic recessionary squeeze.

Earlier this year, the owner
of scrap metal dealer General Met-
als Corp. paid top dollar for unruly
stacks of aluminum cans and copper
wires, believing he could sell them
formoretometalsmeltersandmanu-
facturers.Selling scrap was so profit-
able that he willingly paid more than
$10,000 in city fines this year when
his excess metal spilled into a street.

Now demand and price are in a
freefall. Does the Miami business-
man sell his now high-priced inven-
tory at basement prices, or wait for
the market to recover?

There are thousands of business-
men around the world in the same
bind. Driven by once insatiable de-
mand from China and other develop-
ing countries, service center own-
ers and metal dealers built vast
stockpiles of scrap steel, aluminum,
copper and nickel, expecting prices
to continue rising.

But in the last six weeks, scrap
steel prices have fallen nearly 60%
to about $400 a ton. Prices for alumi-
num scrap has dropped 33%, copper
25% and nickel about 15%. Peter Mar-
cus, metals analyst for World Steel
Dynamics, says, “We aren’t near the
bottom yet.”

Most scrap dealers in the U.S. are
small to midsize businesses like Gen-
eral Metals, which employs 30 peo-
ple at two locations. But some are
units of big steelmakers’ Nucor
Corp. and Steel Dynamics Inc.,
which purchased independent scrap
operations to guarantee a supply
feedstock.

Typically, these dealers scour
small manufacturers, businesses
and construction sites for recyclable
metal. Sometimes they will pay top
dollar, not wanting to be caught
short when a customer calls. The
scrap is separated by type and grade,
and shipped to steelmakers or parts
manufacturers, who melt and use it
to make other metals and products.

For much of the past two years,
demand and prices for various
scrap metals—steel, aluminum, cop-
per and nickel—were so high that
metal thieves prowled the country
stealing metal beer kegs, sculptures
and manhole covers and reselling
them to scrap dealers.

But the rosy picture dimmed as
auto makers began cutting produc-
tion of gas-guzzling SUVs. The burst-
ing of the housing bubble meant
less scrap was needed for girders,
aluminum for siding and copper for
wires. Plummeting consumer confi-
dence chilled sales of refrigerators
and other metal appliances.

Then, overseas markets with-
ered. China, a big user of scrap until
recently, now limits imports of
scrap steel and other metals, ana-
lysts say. India, Russia and Eastern
Europe, too, are buying less scrap.

Earlier this month, steel scrap
buyers in Japan announced two
price cuts in a 48-hour period, for a
total of 15%. In Europe, scrap pur-
chases have all but stopped in the
last two weeks as steel mills, some
operating at about 50% capacity,
quit buying.

Scrap dealers in Houston, Den-
ver and Cincinnati have closed their
doors. Thomas Danjczek, president
of the Steel Manufacturers Associa-
tion, said newer operations, which
started in the last few years to cash

in on the commodities boom,
weren’t prepared for such a quick
downturn.

Just a few months ago, David
Davis says his Global Scrap & Dis-
mantling in Houston, wasbeefing up
inventory to hedge against expected
price increases. Now that scrap steel
is sitting in his warehouses.

“People are not buying,” he says.
Some scrap dealers note that

while the price of scrap steel has
dropped to $400 a ton, it’s still dou-
ble the 2003 selling price. “The last
two years have been the best I have
ever seen,” says General Metals’ Mr.
Sarnoff, who expanded his work
force and took a dream cruise to
Alaska with his wife.

Overseas customers, which
once consumed about 60% of his 20
million short tons of scrap, “have

stopped [buying] completely. I can
hardly get a quote out of them,” he
says.

His domestic customers—small
companies that melt metal for or
make parts for the automotive in-
dustry—are pitting dealers against
one another to get lower prices. As a
result, Mr. Sarnoff has hundreds of
tons of copper, nickel and aluminum
scrap piling up in his warehouses.

Last month, he bought about
91,000 kilograms of insulated cop-
per wire for between $6.60 and
$7.20 a kilogram. He figures that
same copper now is valued at about
$4.40 a kilogram.

From a cluttered office near the
Miami airport, Mr. Sarnoff pounds
the numbers into an old Samsung
adding machine sitting on his desk.
But he can’t bring himself to read
the final tally.

“You do the math,” he says. The
metal has lost between $200,000
and $250,000 in value. Additional
losses on aluminum and nickel raise
the potential losses to several hun-
dred thousand dollars.

Two strong years helped him
build a cushion, which allows him
the luxury of splitting the tab. He
will hold on to the majority of high
priced metal, hoping that prices
will rise again, and sell batches of
scrap that he was able to get at
lower prices.

By Doug Cameron

And Alessandro Torello

International airline passenger
traffic fell 2.9% last month from a
year earlier in what the industry’s
global trade body called an “alarm-
ing” development, with Middle East-
ern carriers suffering their first
drop in years.

The Geneva-based International
Air Transport Association, or IATA,
said cargo traffic fell 7.7% in Septem-
ber, the biggest decline since 2001.

IATA said Middle East-based air-
lines reported a 2.8% decline in pas-
senger traffic for September “after
years of double-digit growth.” Latin
America was the only region to re-

port higher traffic.
A reversal in the strong growth

seen by Middle East-based carriers
is a worrying signal for big plane
makers Airbus, a unit of European
Aeronautic Defence & Space Co.,
and Boeing Co.

Emirates Airline, Etihad Air-
ways and Qatar Airways dominate
the order books of both aircraft man-
ufacturers, which have recently
warned of tougher financing condi-
tions for customers. With small do-
mestic markets, the three Middle
East airlines rely heavily on east-
west transit traffic to support their
networks and expansion plans.

North American carriers posted a
0.9%falllastmonthaftermonthsof5%

increases.ThemajorU.S.carriershave
beentrimming domestic capacity and
focusing resources on what had been
more profitable destinations.

Airlines in the Asian-Pacific region
continued to lag behind their peers,
with a 6.8% decline in passenger traf-
fic and an 11% drop in cargo volume.

European governments on Fri-
day formally endorsed an agree-
ment to include all airline flights to
and from the European Union in the
bloc’s plan to trade greenhouse-gas
allowances starting in 2012.

The Association of European Air-
lines has said that the move will
cost its 35 European member air-
lines Œ5.3 billion ($6.7 billion) a
year, more than the members’ con-

solidated 2007 operating profit,
which was Œ3.7 billion.

The airline-emission rules will be
part of the EU’s program for reduc-
ing overall emissions of gases that
contribute to global warming. Under
the airlines system, the emissions
targets will be lowered after 2012.

Separately, Air France-KLM SA is-
sued a profit warning Friday, saying
that because of the tough economic
conditions, it will be “very difficult”
for it to meet its operating-profit tar-
get of Œ1 billion for the fiscal year end-
ing March 2009. The company said it
expects to be profitable.
 —William Horobin

and David Pearson
contributed to this article.

Lawsuit against PwC unit
is dismissed in Yukos case

B
UDGET airline
Ryanair Hold-
ings PLC an-

nounced Friday it is
closing its base in Va-
lencia in southern
Spain.

The closure will
eliminate 70 weekly
flights carrying about

750,000 passengers annually, the airline said. It ex-
pects about 750 jobs in the region to be affected.

Ryanair blamed the move on local tourism offi-
cials, who, it said, weren’t doing enough to promote
the hub. Valencia’s regional government denied the
claims and said it had attempted to negotiate with
the airline over promoting the route.
 —Associated Press
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Steve Sarnoff, owner of Miami scrap dealer General Metals Corp., with a stack of
aluminum cans. Prices for scrap metal have tumbled.
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Ryanair closes base in
Valencia, hitting 750 jobs
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.83% 9 World -a % % 161.03 –4.41% –49.0% 5.73% 12 U.S. Select Dividend -b % % 580.03 –2.74% –35.5%

3.76% 9 Stoxx Global 1800 169.00 –3.19% –40.7% 160.76 –4.30% –47.5% 4.86% 12 Infrastructure 1287.10 –1.58% –32.7% 1544.88 –3.82% –41.1%

3.77% 11 Stoxx 600 198.80 –4.74% –48.2% 189.11 –5.83% –54.2% 2.88% 7 Luxury 595.10 –5.02% –51.2% 642.50 –6.10% –56.8%

3.88% 10 Stoxx Large 200 217.20 –4.79% –47.3% 205.47 –5.88% –53.4% 2.81% 7 BRIC 50 220.70 –8.22% –61.1% 265.09 –10.27% –65.9%

3.09% 11 Stoxx Mid 200 167.70 –4.20% –51.6% 158.61 –5.30% –57.2% 7.33% 3 Africa 50 643.50 –1.09% –41.5% 520.15 –2.23% –48.2%

3.47% 10 Stoxx Small 200 102.90 –5.16% –54.1% 97.26 –6.25% –59.4% 7.92% 7 GCC 40 795.50 1.08% –20.6% 643.05 –0.08% –29.7%

3.79% 10 Euro Stoxx 214.60 –4.54% –49.8% 204.15 –5.63% –55.6% 4.57% 8 Sustainability 672.20 –4.24% –43.4% 722.76 –5.33% –49.9%

3.87% 10 Euro Stoxx Large 200 231.20 –4.64% –49.8% 218.52 –5.73% –55.5% 3.09% 10 Islamic Market -a % % 1355.75 –3.92% –45.4%

3.31% 11 Euro Stoxx Mid 200 192.20 –3.57% –49.5% 181.64 –4.67% –55.3% 3.34% 9 Islamic Market 100 1464.90 –2.71% –32.3% 1596.68 –3.83% –40.1%

3.55% 10 Euro Stoxx Small 200 114.90 –5.08% –51.6% 108.53 –6.17% –57.2% 7.42% 5 Islamic Turkey -c 1750.20 –3.70% –41.5% % %

9.20% 7 Stoxx Select Dividend 30 1228.00 –4.38% –61.3% 1338.40 –5.48% –65.7% 3.06% 10 Wilshire 5000 % % 8806.20 –3.35% –43.3%

6.29% 7 Euro Stoxx Select Div 30 1379.40 –5.06% –58.7% 1509.30 –6.14% –63.4% % DJ-AIG Commodity 136.40 –1.47% –21.1% 126.20 –2.60% –30.1%

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

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

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

Australia 1.6198 2.5599 1.4040 0.2064 0.0598 0.2369 0.0174 0.4228 2.0590 0.2763 1.2745 ...

 Canada 1.2710 2.0085 1.1016 0.1620 0.0469 0.1859 0.0136 0.3318 1.6155 0.2168 ... 0.7846

 Denmark 5.8634 9.2662 5.0820 0.7472 0.2164 0.8577 0.0629 1.5305 7.4530 ... 4.6134 3.6198

 Euro 0.7867 1.2433 0.6819 0.1003 0.0290 0.1151 0.0084 0.2054 ... 0.1342 0.6190 0.4857

 Israel 3.8310 6.0543 3.3205 0.4882 0.1414 0.5604 0.0411 ... 4.8696 0.6534 3.0143 2.3651

 Japan 93.2700 147.3992 80.8407 11.8855 3.4428 13.6429 ... 24.3461 118.5555 15.9072 73.3860 57.5802

 Norway 6.8365 10.8041 5.9255 0.8712 0.2524 ... 0.0733 1.7845 8.6899 1.1660 5.3790 4.2205

 Russia 27.0911 42.8134 23.4809 3.4522 ... 3.9627 0.2905 7.0715 34.4355 4.6204 21.3156 16.7247

 Sweden 7.8474 12.4016 6.8016 ... 0.2897 1.1479 0.0841 2.0484 9.9748 1.3384 6.1744 4.8446

 Switzerland 1.1538 1.8233 ... 0.1470 0.0426 0.1688 0.0124 0.3012 1.4665 0.1968 0.9078 0.7123

 U.K. 0.6328 ... 0.5484 0.0806 0.0234 0.0926 0.0068 0.1652 0.8043 0.1079 0.4979 0.3906

 U.S. ... 1.5804 0.8667 0.1274 0.0369 0.1463 0.0107 0.2610 1.2711 0.1705 0.7868 0.6173

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.

WSJ.com

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

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

Corn (cents/bu.) CBOT 372.75 –17.50 –4.48% 799.25 258.50
Soybeans (cents/bu.) CBOT 867.00 –21.50 –2.42 1,649.00 799.50
Wheat (cents/bu.) CBOT 516.25 –6.75 –1.29 1,284.25 430.00
Live cattle (cents/lb.) CME 87.550 –2.325 –2.59 115.325 86.875
Cocoa ($/ton) ICE-US 1,977 –13 –0.65 3,273 1,845
Coffee (cents/lb.) ICE-US 108.65 –1.45 –1.32 178.90 106.30
Sugar (cents/lb.) ICE-US 10.76 –0.08 –0.74 15.85 9.89
Cotton (cents/lb.) ICE-US 46.23 –2.85 –5.81 98.45 45.66
Crude palm oil (ringgit/ton) MDEX 1,390.00 –160 –10.32 4,190 1,358
Cocoa (pounds/ton) LIFFE 1,298 17 1.33% 1,706 979
Robusta coffee ($/ton) LIFFE 1,668 –51 –2.97 2,747 1,628

Copper (cents/lb.) COMEX 168.65 –11.80 –6.54 404.50 165.60
Gold ($/troy oz.) COMEX 730.30 15.60 2.18 1,048.00 437.00
Silver (cents/troy oz.) COMEX 929.50 –20.50 –2.16 2,155.00 601.00
Aluminum ($/ton) LME 1,928.00 –34.50 –1.76 3,340.00 1,928.00
Tin ($/ton) LME 11,200.00 –150.00 –1.32 25,450 11,200
Copper ($/ton) LME 3,720.00 –240.00 –6.06 8,811.00 3,720.00
Lead ($/ton) LME 1,160.00 –5.00 –0.43 3,740.00 1,160.00
Zinc ($/ton) LME 1,095.00 –8.50 –0.77 2,910.00 1,095.00
Nickel ($/ton) LME 9,000 –250 –2.70 34,050 9,000

Crude oil ($/bbl.) NYMEX 64.15 –3.69 –5.44 148.60 19.75
Heating oil ($/gal.) NYMEX 1.9701 –0.0856 –4.16 4.2935 1.9341
RBOB gasoline ($/gal.) NYMEX 1.4497 –0.1007 –6.50 3.5547 1.4251
Natural gas ($/mmBtu) NYMEX 6.747 –0.139 –2.02 14.546 0.117
Brent crude ($/bbl.) ICE-EU 63.64 –3.62 –5.38 150.25 62.41
Gas oil ($/ton) ICE-EU 630.50 –37.50 –5.61 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 24
Per In

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

Argentina peso-a 4.1571 0.2406 3.2705 0.3058

Brazil real 2.9129 0.3433 2.2916 0.4364
Canada dollar 1.6155 0.6190 1.2710 0.7868

1-mo. forward 1.6150 0.6192 1.2706 0.7871
3-mos. forward 1.6111 0.6207 1.2675 0.7890
6-mos. forward 1.6090 0.6215 1.2658 0.7900

Chile peso 851.13 0.001175 669.60 0.001493
Colombia peso 3035.13 0.0003295 2387.80 0.0004188
Ecuador US dollar-f 1.2711 0.7867 1 1
Mexico peso-a 17.0010 0.0588 13.3750 0.0748
Peru sol 3.9563 0.2528 3.1125 0.3213
Uruguay peso-e 29.045 0.0344 22.850 0.0438
U.S. dollar 1.2711 0.7867 1 1
Venezuela bolivar 2.73 0.366376 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0590 0.4857 1.6198 0.6174
China yuan 8.6995 0.1149 6.8441 0.1461
Hong Kong dollar 9.8524 0.1015 7.7511 0.1290
India rupee 63.2499 0.0158 49.7600 0.0201
Indonesia rupiah 12721 0.0000786 10008 0.0000999
Japan yen 118.56 0.008435 93.27 0.010722

1-mo. forward 118.33 0.008451 93.09 0.010742
3-mos. forward 117.69 0.008497 92.59 0.010801
6-mos. forward 117.05 0.008543 92.09 0.010859

Malaysia ringgit-c 4.5518 0.2197 3.5810 0.2793
New Zealand dollar 2.2767 0.4392 1.7912 0.5583
Pakistan rupee 102.896 0.0097 80.950 0.0124
Philippines peso 62.030 0.0161 48.800 0.0205
Singapore dollar 1.9117 0.5231 1.5040 0.6649
South Korea won 1814.50 0.0005511 1427.50 0.0007005
Taiwan dollar 42.467 0.02355 33.410 0.02993
Thailand baht 43.999 0.02273 34.615 0.02889

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

Euro zone euro 1 1 0.7867 1.2711
1-mo. forward 1.0005 0.9995 0.7871 1.2704
3-mos. forward 1.0008 0.9992 0.7873 1.2701
6-mos. forward 1.0017 0.9983 0.7881 1.2690

Czech Rep. koruna-b 25.007 0.0400 19.674 0.0508
Denmark krone 7.4530 0.1342 5.8634 0.1705
Hungary forint 277.11 0.003609 218.01 0.004587
Norway krone 8.6899 0.1151 6.8365 0.1463
Poland zloty 3.8170 0.2620 3.0029 0.3330
Russia ruble-d 34.435 0.02904 27.091 0.03691
Slovak Rep. koruna 30.4899 0.03280 23.9870 0.04169
Sweden krona 9.9748 0.1003 7.8474 0.1274
Switzerland franc 1.4665 0.6819 1.1538 0.8667

1-mo. forward 1.4650 0.6826 1.1526 0.8676
3-mos. forward 1.4622 0.6839 1.1504 0.8693
6-mos. forward 1.4605 0.6847 1.1490 0.8703

Turkey lira 2.1591 0.4632 1.6986 0.5887
U.K. pound 0.8043 1.2433 0.6328 1.5804

1-mo. forward 0.8056 1.2414 0.6337 1.5779
3-mos. forward 0.8071 1.2391 0.6349 1.5750
6-mos. forward 0.8099 1.2348 0.6371 1.5695

MIDDLE EAST/AFRICA
Bahrain dinar 0.4792 2.0867 0.3770 2.6524
Egypt pound-a 7.0969 0.1409 5.5833 0.1791
Israel shekel 4.8696 0.2054 3.8310 0.2610
Jordan dinar 0.9009 1.1100 0.7088 1.4109
Kuwait dinar 0.3423 2.9217 0.2693 3.7137
Lebanon pound 1911.10 0.0005233 1503.50 0.0006651
Saudi Arabia riyal 4.7685 0.2097 3.7515 0.2666
South Africa rand 13.9884 0.0715 11.0050 0.0909
United Arab dirham 4.6698 0.2141 3.6739 0.2722

SDR -f 0.8543 1.1706 0.6721 1.4880

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

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

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

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

 11 EUROPE DJ Stoxx 600 198.82 –9.90 –4.74% –45.5% –48.2%

 11 DJ Stoxx 50 2118.33 –108.35 –4.87 –42.5% –44.9%

 10 Euro Zone DJ Euro Stoxx 214.62 –10.20 –4.54 –48.3% –49.8%

 9 DJ Euro Stoxx 50 2333.28 –118.75 –4.84 –47.0% –47.5%

 5 Austria ATX 1856.83 –67.85 –3.53 –58.9% –61.2%

 6 Belgium Bel-20 1918.08 –65.06 –3.28 –53.5% –56.4%

 … Czech Republic PX 751.3 –100.2 –11.77 –58.6% –60.7%

 … Denmark OMX Copenhagen 236.22 –16.44 –6.51 –47.4% –50.5%

 9 Finland OMX Helsinki 5812.62 –206.31 –3.43 –49.9% –53.2%

 8 France CAC-40 3193.79 –117.08 –3.54 –43.1% –44.9%

 9 Germany DAX 4295.67 –224.03 –4.96 –46.8% –46.0%

 … Hungary BUX 11916.03 Closed –54.6% –56.2%

 2 Ireland ISEQ 2650.21 –60.51 –2.23 –61.8% –66.3%

 6 Italy S&P/MIB 19879 –1182 –5.61 –48.4% –50.3%

 4 Netherlands AEX 245.92 –11.93 –4.63 –52.3% –55.1%

 6 Norway All-Shares 268.38 –26.14 –8.88 –52.9% –54.4%

 17 Poland WIG 25291.39 –981.91 –3.74 –54.6% –60.1%

 9 Portugal PSI 20 5966.65 –356.17 –5.63 –54.2% –53.7%

 … Russia RTSI 549.43 –87.11 –13.68% –76.0% –75.0%

 8 Spain IBEX 35 8353.2 –458.0 –5.20 –45.0% –46.5%

 15 Sweden OMX Stockholm 186.69 –12.09 –6.08 –46.9% –51.0%

 11 Switzerland SMI 5675.09 –218.64 –3.71 –33.1% –36.7%

 ... Turkey ISE National 100 24176.68 –864.13 –3.45 –56.5% –57.2%

 8 U.K. FTSE 100 3883.36 –204.47 –5.00 –39.9% –41.7%

 9 ASIA-PACIFIC DJ Asia-Pacific 84.49 –4.46 –5.01 –46.6% –49.7%

 … Australia SPX/ASX 200 3869.4 –105.0 –2.64 –39.0% –42.3%

 … China CBN 600 14174.53 –396.20 –2.72 –65.8% –65.0%

 8 Hong Kong Hang Seng 12618.38 –1142.11 –8.30 –54.6% –58.5%

 11 India Sensex 8701.07 –1070.63 –10.96 –57.1% –54.8%

 … Japan Nikkei Stock Average 7649.08 –811.90 –9.60 –50.0% –53.7%

 … Singapore Straits Times 1600.28 –145.39 –8.33 –53.8% –57.2%

 11 South Korea Kospi 938.75 –110.96 –10.57 –50.5% –53.7%

 10 AMERICAS DJ Americas 217.75 –7.67 –3.40 –42.2% –44.8%

 … Brazil Bovespa 31481.55 –2336.94 –6.91 –50.7% –51.0%

 10 Mexico IPC 16978.84 –820.15 –4.61 –42.5% –47.2%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Oct. 23, 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* 223.55 –0.26%–44.6% –45.7%

3.20% 13 World (Developed Markets) 910.68 0.09%–42.7% –44.3%

2.90% 14 World ex-EMU 107.51 0.25%–40.6% –42.8%

3.00% 14 World ex-UK 909.64 0.08%–42.0% –43.5%

4.10% 10 EAFE 1,204.01 –1.02%–46.6% –47.7%

3.20% 10 Emerging Markets (EM) 514.29 –3.81%–58.7% –57.3%

4.70% 9 EUROPE 73.22 –0.32%–42.5% –44.6%

4.90% 9 EMU 133.48 –0.82%–52.3% –51.5%

4.50% 10 Europe ex-UK 79.58 –0.66%–42.9% –44.3%

6.30% 8 Europe Value 82.87 0.14%–45.3% –48.3%

3.10% 12 Europe Growth 62.91 –0.75%–39.8% –40.7%

4.00% 10 Europe Small Cap 112.75 –2.54%–47.6% –51.5%

3.00% 7 EM Europe 167.58 –3.21%–65.2% –61.9%

5.20% 8 UK 1,212.61 1.11%–36.9% –37.3%

4.40% 10 Nordic Countries 106.33 –0.56%–48.4% –52.8%

2.10% 6 Russia 416.33 –4.08%–72.3% –67.6%

4.00% 12 South Africa 489.29 –2.09%–31.4% –31.5%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 235.19 –5.32%–55.6% –56.0%

2.20% 14 Japan 543.12 –2.10%–42.2% –47.3%

2.80% 11 China 33.65 –3.85%–60.6% –61.9%

1.30% 14 India 379.75 –3.92%–55.6% –45.9%

2.20% 10 Korea 292.35 –7.07%–43.4% –44.8%

6.50% 10 Taiwan 180.28 –2.96%–46.0% –50.5%

2.30% 18 US BROAD MARKET 982.55 0.55%–38.4% –40.7%

1.70% 36 US Small Cap 1,220.47 –2.71%–38.5% –41.8%

2.70% 11 EM LATIN AMERICA 1,873.05 –1.54%–57.4% –54.8%

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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By Christoph Rauwald

FRANKFURT—Porsche Automo-
bil Holding SE on Sunday said it had
a near-75% stake in Volkswagen AG,
a much larger stake than the market
expected, and said it wanted to
tighten its grip on Volkswagen with
a so-called domination agreement
that would give it access to Volks-
wagen’s cash flows.

Porsche announced it had con-
trol of 31.5% of Volkswagen
through cash-settled op-
tions in addition to the
42.6% of shares it currently
holds, leaving it just 0.9%
short of the 75% level
needed to log Volkswagen’s
revenues and assets in its
own books.

Previously, Porsche’s
Volkswagen stake was
known to be 35.14% plus an
undisclosed number of op-
tions.

“The target is to raise
this to 75% in 2009, so long as the
economic conditions permit, and
pave the way for a domination agree-
ment,” Porsche said.

A domination agreement under
German law requires the control of
at least 75% of a company’s voting
rights at a shareholder meeting.

A spokesman for Volkswagen
said the auto maker expected the
move and continues to welcome Por-
sche’s investment.

Porsche said it disclosed the size
of its stakeholding after it became
clear that there were more short-
sellers in the market than it ex-
pected, who now get the chance to
clear their positions without any ma-
jor risk.

Investors betting on Volkswag-
en’s share price to fall have triggered
huge share-price movements re-
cently. The volatity of Volkswagen’s
shares was partly because of its small
freefloat, as the German state of
Lower Saxony still controls slightly
more than 20% of the voting rights.

Porsche’s announcement Sun-
day makes it clear that barely 5% of
the shares are in free float.

Volkswagen’s labor unions said
they “fiercely oppose” Porsche ef-
forts to achieve a domination agree-
ment. “It would be a catastrophe for

the more than 360,000 employees
of Volkswagen if managers who
trample on workers’ rights take
over control at this company,” said
Volkswagen’s top labor representa-
tive and supervisory board member,
Bernd Osterloh, in a statement.

Meanwhile, Porsche said Friday
that the rift between its owners, the
Piëch and Porsche families, has
been resolved, and both families
now fully support Porsche Chief Ex-

ecutive Wendelin Wiedek-
ing’s plan to take over
Volkswagen.

Last month, Volks-
wagen Chairman Ferdinand
Piëch abstained from a cru-
cial board vote, allowing la-
bor representatives to push
through a measure that
could have hindered Por-
sche’s takeover plans. Un-
der the measure, Porsche
would need approval from
Volkswagen’s supervisory
board for any cooperation

deal between it and Volkswagen’s
Audi AG luxury-car unit.

Mr. Piëch’s abstention surprised
his cousin Wolfgang Porsche, who is
chairman of Porsche’s supervisory
board and also serves on VW’s super-
visory board. In addition, it caused
confusion about the plans of the Por-
sche and Piëch families, which con-
trol 100% of the voting rights in the
sports-car maker.

Mr. Porsche said in a statement
Friday that the “committee for spe-
cial business connections” formed
by the board vote could be dissolved
at the next meeting of Volkswagen’s
supervisory board, the equivalent
of a U.S. board of directors. Mr. Por-
sche added that Mr. Piëch backs the
move to disband the committee.

“It wasn’t in the interest of Ferdi-
nand Piëch if there were uncertain-
ties about the joint goal of the fami-
lies regarding the stakeholding in
VW,” Mr. Porsche said.

Mr. Piëch, previously Volkswag-
en’s chief executive, has close ties
with the car maker’s labor unions.
His support is crucial for Porsche’s
plan to take over at Volkswagen, Eu-
rope’s biggest auto maker by sales.
 —David Pearson

and Ola Kinnander
contributed to this article.

Porsche has almost 75%
of VW, aims for control

Chrysler cuts work force
Auto maker to drop
5,000 salaried jobs;
Toyota presses closer

By Ola Kinnander

STOCKHOLM—Truck makers
Volvo AB and Scania AB on Friday
reported a sharp slowdown in third-
quarter earnings growth and
pointed to a gloomy outlook as the
global financial crisis sapped de-
mand for heavy vehicles.

Europe, Sweden-based Volvo
and Scania’s biggest market,
showed a steep drop in demand. Vol-
vo’s order intake in Europe
screeched to a halt, falling to just 115
trucks from 41,970 a year earlier, be-
cause it had almost as many cancel-
lations as original orders.

Shares in truck companies fell
sharply, with Volvo down 21% and
Scania 14%. Shares in MAN AG, due
to report earnings in the coming
week, fell 11%. Shares in the world’s
biggest truck maker by unit sales,
Daimler AG, fell 12%.

Volvo, which makes heavy-duty
trucks under brands such as Renault
and Mack, as well as its own name,
said net profit fell 37% to 1.98 billion
Swedish kronor ($249.7 million)
from 3.12 billion kronor a year ear-
lier, missing analyst expectations.

The earnings were weighed down
by significantly higher raw-material
costs. Additionally, the company’s re-
search-and-development expenses
rose 32% to 3.43 billion kronor in
preparation for new emissions legis-
lation being introduced over the
next few years in several markets.

Volvo’s revenue rose 1.8% to 69.6
billion kronor from 68.37 billion kro-
nor. Its order intake for trucks glo-
bally dropped 55% to 32,072 vehicles.

The big disappointment was Vol-
vo’s construction-equipment unit,
said Handelsbanken Capital Markets
analyst Hampus Engellau. Volvo’s
earnings came a day after the con-

struction-equipment division said it
will lay off 850 more employees in
Sweden because of a global slow-
down, on top of the 500 job cuts it an-
nounced a few weeks ago. The divi-
sion has been hurt by a rise in prices
for raw materials, such as steel.

Smaller rival Scania fared better,
though its earnings still missed ana-
lyst forecasts. It reported a 3.6% rise
in third-quarter net profit to 1.82 bil-
lion kronor, compared with 1.75 bil-
lion kronor a year earlier. Revenue
rose 2.6% to 20.43 billion kronor
from 19.91 billion kronor.

Order bookings globally fell 38%
to 11,356 trucks. Scania said that in
response to the falling demand, it
will cut production and “use the flex-
ibility it has with employees on tem-
porary contracts,” which make up al-
most 20% of its work force.

Looking ahead, Volvo lowered its
full-year forecast for truck demand,
saying it expects the European mar-
ket to grow between 0% and 5% in
2008 compared with 2007, while

the North American market is ex-
pected to decline about 10%.

Volvo Chief Executive Leif Jo-
hansson said the grim picture
painted in the third quarter hasn’t
eased this month. “Nothing good
has happened in October. It’s more
of the same,” he said.

Scania’s CEO, Leif Oestling, ech-
oed the downbeat sentiment, say-
ing customers in Europe were delay-
ing placing orders. Order bookings
fell in Europe, including Russia, but
remained strong in Latin America
and Asia, he said.

Scania still forecast an increase
in earnings in 2008 but Mr. Oestling
said the situation beyond that was
unclear.

The comments come a day after
Daimler said it expects to sell more
trucks in 2008 than in 2007, driven
by demand in Brazil, Indonesia and
the Middle East. However, Daimler
warned that growth is slowing in Eu-
rope, while U.S. and Japanese sales
will be lower.

By John D. Stoll

And Neal E. Boudette

DETROIT—Cerberus Capital
Management LP is continuing its
drive to slim Chrysler LLC, even as
the private-equity firm weighs a po-
tential merger of the auto maker
and General Motors Corp.

Chrysler, which is 80.1%-owned
by Cerberus, on Friday said 25% of
its salaried employees will lose
their jobs by the end of the year and
that further restructuring will come
“in the near future.”

The job cuts, which will affect
about 5,000 white-collar employ-
ees, come amid new indications Toy-
ota Motor Corp. could move past
GM in October as the top-selling
auto maker in the U.S. It would be
the first time Toyota, of Japan, has
outsold GM, which has held the
No. 1 spot for more than 50 years.

J.D. Power & Associates issued a
report Friday showing Toyota’s mar-
ket share among retail buyers—indi-
viduals purchasing cars from deal-
ers—was 21.6% in the first 19 days of
the month. GM had 15.6%, Ford Mo-
tor Co. 14.6% and Chrysler 9.5%.

GM could still narrow or erase
the gap with a strong finish in Octo-
ber and heavy sales to rental fleets,
which it used to pump up sales in

September. Toyota has boosted its
sales this month with offers of zero-
percent loans. GM’s sales have been
hurt because its financing arm,
GMAC LLC, is now offering loans
only to customers with top credit
ratings. Cerberus also owns 51% of
GMAC.

“We will review October sales
numbers on the call Nov. 3,” GM
spokesman John McDonald said.

J.D. Power estimated auto mak-
ers will sell fewer than 900,000 vehi-
cles this month. That would make it
one of the worst months for auto
sales since the early 1980s.

Chrysler’s job cuts and restruc-
turing moves could help pave the
way for a merger with GM. Any deal
would create significant overlap be-
tween the two companies. A

Chrysler spokesman, however, said
the white-collar job cuts were
prompted by the deep downturn in
U.S. auto sales and “are not driven
by external” discussions with GM.
Chrysler declined to comment on
any merger discussions and re-
ferred questions to Cerberus. GM
has consistently declined to com-
ment on speculation related to a
merger with Chrysler.

Besides a merger with GM, Cer-
berus is also considering having
Chrysler join the alliance of Japan-
based Nissan Motor Co. and French
car maker Renault SA.

In a letter to employees,
Chrysler Chief Executive Robert
Nardelli said the cuts are necessary
because of the economic downturn
and the tightening credit situation,
which are choking off auto sales.

Mr. Nardelli said the company is
facing the “most difficult economic
period any of us can remember.”

Over the past three years, the Big
Three auto makers have racked up
billions of dollars in losses and cut
about 100,000 jobs while struggling
to respond to rising gasoline prices
and declining sales. But the deepen-
ing of the financial crisis and fears
of recession in the past few weeks
have pushed Detroit and the state of
Michigan to a new level of peril.

The work-force reduction that
Chrysler announced Friday follows
1,000 job cuts in September.
Chrysler employees said an email
announcing the job reductions ar-
rived after they had started work
Friday.

European auto makers slice
output amid financial crisis

Out of control
52-week share performance of
Swedish car and truck makers

Source: Thomson Reuters Datastream
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By Leila Abboud,

Stacy Meichtry

And Mike Esterl

PARIS—As the economic crisis
crimps global appetite for new cars,
European auto makers announced
plans to slash production through
year end lest they remain saddled
with too much inventory.

The expected slowdown in out-
put—a clear sign of consumers’ and
businesses’ grim outlook amid the fi-
nancial crisis—is likely to reverber-
ate throughout the continent’s auto-
supplies and -services sector.

Italian tire maker Pirelli SpA is
planning to accelerate efforts to
shift the bulk of its production to
the Middle East and Eastern Eu-
rope, where labor is cheaper than in
the West, as slumping car sales
force the company to cut costs
faster than expected. “What you

would have done over 24 months,
now has to be done in six,” Pirelli
Chairman Marco Tronchetti Prov-
era said in a telephone interview.

Renault SA and PSA Peugeot-Cit-
roën Friday announced factory stop-
pages to ratchet down production
by 20% and 30%, respectively.
Renault plans to halt two assembly
plants in France for two weeks start-
ing Monday, and scheduled week-
long closures at four other plants as
well. PSA scheduled work stoppages
across its factories in France, Spain
and Romania, including a 15-day
break at its Madrid plant and a
13-day break in Sochaux, France.

“We have reacted very swiftly to
this market collapse with excep-
tional measures to cut production,
even though this is obviously detri-
mental to our 2008 operating mar-
gin,” PSA Chief Executive Christian
Streiff in a statement.

FOCUS ON AUTOMOBILES
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 39.80 $24.68 –0.58 –2.30%
Alcoa AA 30.60 9.41 –0.58 –5.81%
AmExpress AXP 17.70 24.05 –0.48 –1.96%
BankAm BAC 101.50 21.07 –1.93 –8.39%
Boeing BA 9.20 45.24 –1.28 –2.75%
Caterpillar CAT 12.90 33.30 –2.06 –5.83%
Chevron CVX 18.40 63.91 –2.86 –4.28%
Citigroup C 121.60 12.14 –0.97 –7.40%
CocaCola KO 18.10 41.61 –1.45 –3.37%
Disney DIS 15.30 22.61 –0.79 –3.38%
DuPont DD 12.90 29.33 –2.16 –6.86%
ExxonMobil XOM 49.50 69.04 –1.35 –1.92%
GenElec GE 119.20 17.83 –0.97 –5.16%
GenMotor GM 28.00 5.95 –0.15 –2.46%
HewlettPk HPQ 25.90 32.44 –0.71 –2.14%
HomeDpt HD 21.90 18.51 –0.55 –2.89%
Intel INTC 90.20 14.28 –0.23 –1.59%
IBM IBM 11.40 82.07 –2.28 –2.70%
JPMorgChas JPM 58.70 35.43 –2.42 –6.39%
JohnsJohns JNJ 21.40 60.79 –1.66 –2.66%
KftFoods KFT 14.20 27.10 –1.31 –4.61%
McDonalds MCD 12.70 53.06 –2.52 –4.53%
Merck MRK 16.10 27.35 –1.50 –5.20%
Microsoft MSFT 143.00 21.96 –0.36 –1.61%
Pfizer PFE 59.80 16.57 –0.53 –3.10%
ProctGamb PG 24.90 58.87 –1.70 –2.81%
3M MMM 9.70 59.61 –1.93 –3.14%
UnitedTech UTX 8.50 47.31 –1.38 –2.83%
Verizon VZ 19.80 25.08 –1.16 –4.42%
WalMart WMT 27.20 51.40 –1.36 –2.58%

Dow Jones Industrial AverageP/E: nil
LAST: 8378.95 t 312.30, or 3.59%

YEAR TO DATE: t 4,885.87, or 36.8%

OVER 52 WEEKS t 5,427.75, or 39.3%

 Note: Price-to-earnings ratios are for trailing 12 months
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Tracking
credit
markets &
dealmakers

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

Behind Asia’s deals: Bank revenue rankings, Asia
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

Nomura $311 6.5% 29% 29% 41% 1%

Citi 271 5.7% 31% 24% 42% 3%

Mizuho 268 5.6% 3% 65% 13% 19%

Mitsubishi UFJ Securities 222 4.7% 4% 47% 25% 23%

UBS 205 4.3% 31% 14% 54% 1%

JPMorgan 183 3.8% 21% 14% 62% 3%

Daiwa Securities SMBC Co Ltd 181 3.8% 22% 56% 22% …%

Credit Suisse 175 3.7% 33% 4% 47% 16%

Merrill Lynch 170 3.6% 35% 12% 49% 4%

Source: Dealogic

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

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

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

Seat Pagine Gialle  "1,447" –13 67 192 ThyssenKrupp 382 73 101 142

Altadis 127 –4 –18 63 3i Gp  701 73 108 493

CIR SpA CIE Industriali Riunite 741 –2 49 382 Klepierre 539 77 137 298

Rentokil Initial 1927  256 –2 4 96 PPR 567 98 191 296

StatoilHydro  77 ... 9 23 Clariant  416 103 179 221

Tate & Lyle  223 ... 5 9 Thomson 1793 115 663 1210

Deutsche Bahn  73 ... 6 13 Hanson 724 125 204 530

ACE  111 ... –22 43 Fiat 962 130 353 712

EMI Group  941 1 82 114 HeidelbergCement 1023 179 296 607

Experian Fin  94 1 5 21 Glencore Intl 1128 238 371 762

Source: Markit Group

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

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

BHP Billiton U.K. General Mining $30.7 8.69 5.53% –52.9% 6.8%

Rio Tinto U.K. General Mining 38.3 22.77 1.65 –48.5 7.6

Diageo U.K. Distillers & Vintners 39.2 8.83 1.15 –19.8 6.5

Anglo Amer U.K. General Mining 26.5 12.47 0.56 –61.6 –24.7

British Amer Tob U.K. Tobacco 47.7 14.89 unch. –18.8 22.0

HSBC Hldgs U.K. Banks $132.4 6.96 –13.54% –24.6 –20.2

Barclays U.K. Banks 24.7 1.92 –12.03 –66.5 –63.8

ING Groep Netherlands Life Insurance 19.1 7.20 –11.11 –76.3 –69.4

Intesa Sanpaolo Italy Banks 39.8 2.64 –10.75 –50.7 –31.3

Banco Santander Spain Banks 57.0 7.15 –10.18 –50.3 –31.3

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

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

Roche Hldg Pt. Ct. 102.4 168.00 –1.35% –16.0% –10.8%
Switzerland (Pharmaceuticals)
Nokia 59.2 12.23 –1.45 –55.8 –8.2
Finland (Telecom Equipment)
Deutsche Telekom 60.7 10.92 –1.58 –23.5 –25.9
Germany (Mobile Telecom)
Nestle 144.4 43.44 –2.16 –19.3 15.1
Switzerland (Food Products)
Tesco 39.5 3.18 –2.63 –31.6 6.7
U.K. (Food Retailers & Wholesalers)
Sanofi-Aventis 74.4 44.41 –2.82 –25.8 –32.0
France (Pharmaceuticals)
GlaxoSmithKline 102.0 11.28 –2.93 –8.5 –23.5
U.K. (Pharmaceuticals)
BNP Paribas 66.2 57.00 –2.93 –22.9 –7.2
France (Banks)
Koninklijke Philips 18.3 13.72 –3.04 –52.2 –35.9
Netherlands (Consumer Electronics)
Unilever 40.2 18.39 –3.06 –18.7 –4.0
Netherlands (Food Products)
L.M. Ericsson Tel B 19.3 50.70 –3.43 –47.0 –60.2
Sweden (Telecom Equipment)
Astrazeneca 53.1 23.11 –3.51 –2.7 –7.0
U.K. (Pharmaceuticals)
E.ON 69.4 27.22 –3.51 –39.0 15.0
Germany (Multiutilities)
Total 108.9 36.06 –3.58 –34.9 –27.8
France (Integrated Oil & Gas)
Telefonica 80.8 13.49 –3.78 –40.9 1.2
Spain (Fixed Line Telecom)
Bayer 40.4 41.45 –3.98 –28.9 47.2
Germany (Specialty Chemicals)
Iberdrola 33.7 5.30 –4.16 –51.9 –3.2
Spain (Conventional Electricity)
Vodafone Grp 95.3 1.04 –4.17 –46.5 –27.8
U.K. (Mobile Telecom)
GDF Suez 87.5 31.34 –4.32 –21.0 22.5
France (Multiutilities)
BASF 27.0 22.38 –4.52 –54.3 –23.9
Germany (Commodity Chemicals)

SAP 41.3 25.99 –4.61% –30.2% –26.1%
Germany (Software)
France Telecom 63.4 19.05 –5.15 –25.8 –12.0
France (Fixed Line Telecom)
UBS 39.8 15.64 –5.21 –71.6 –66.6
Switzerland (Banks)
Credit Suisse Grp 41.6 42.24 –5.29 –44.4 –23.4
Switzerland (Banks)
BP 143.9 4.40 –5.38 –30.1 –28.7
U.K. (Integrated Oil & Gas)
ENI 78.6 15.41 –5.63 –38.7 –29.7
Italy (Integrated Oil & Gas)
Novartis 124.7 54.35 –5.64 –10.5 –19.9
Switzerland (Pharmaceuticals)
Assicurazioni Genli 35.3 19.67 –5.89 –41.2 –11.7
Italy (Full Line Insurance)
Daimler 27.5 22.41 –5.92 –70.8 –44.8
Germany (Automobiles)
AXA 37.2 14.16 –5.95 –52.8 –38.1
France (Full Line Insurance)
ABB 26.0 12.91 –6.11 –62.1 38.2
Switzerland (Industrial Machinery)
Royal Dutch Shell 82.7 18.30 –6.15 –39.7 –27.5
U.K. (Integrated Oil & Gas)
Siemens 47.5 40.77 –6.32 –55.6 –32.7
Germany (Electronic Equipment)
ArcelorMittal 31.7 17.18 –7.08 –69.3 ...
Luxembourg (Iron & Steel)
Soc. Generale 33.9 45.00 –7.61 –56.9 –47.6
France (Banks)
Allianz SE 34.9 60.54 –7.98 –60.0 –47.5
Germany (Full Line Insurance)
UniCredit 31.6 1.86 –8.03 –66.8 –59.1
Italy (Banks)
Deutsche Bk 20.5 30.26 –8.07 –65.4 –60.2
Germany (Banks)
Banco Bilbao Vizcaya 38.1 7.98 –8.59 –52.3 –44.4
Spain (Banks)
Royal Bk of Scot 15.9 0.61 –9.25 –85.7 –85.9
U.K. (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -8.91% -31.32% -36.8% -41.6% -42.0%
Merger Arbitrage -0.18% -7.16% -9.5% -9.5% -10.7%
Event Driven -0.49% -13.51% -16.6% -18.5% -19.4%
Distressed Securities -1.66% -12.70% -19.5% -24.9% -27.1%
Equity Market Neutral 0.04% 0.58% -3.1% -3.7% -2.5%
Equity Long/Short 0.51% -6.30% -11.1% -13.0% -12.3%

*Estimates as of 10/23/08, 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 1.62 98.14% 0.01% 1.66 1.18 1.33

Eur. High Volatility: 10/1 3.48 94.70 0.02 3.59 2.16 2.74

Europe Crossover: 10/1 8.14 91.21 0.06 8.20 5.74 6.83

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

Japan: 10/1 2.53 95.29 0.02 2.99 1.58 2.01

 Note: Data as of October 23

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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GE will reduce expenses and jobs
Focus will be placed
on manufacturing
amid economic crisis

By Ana Campoy

As falling gasoline prices
squeeze refining profits, there are
signs that refiners are ratcheting
back production to pare losses.

Gasoline output, which had
been expanding as U.S. refineries
came back online after hurricane-
related shutdowns, dropped for
the first time in weeks, according
to data reported last week from
the U.S. Department of Energy.
Philadelphia refiner Sunoco Inc.
said last week that it is shutting
down a unit used in gasoline pro-
duction at one of its refineries,
though it declined to say why.

“It makes no sense to be run-
ning [equipment] if they’re not
making any money,” said Daniel
Katzenberg, an analyst at Oppen-
heimer & Co.

Following oil prices down, the
cost of gasoline tumbled to a na-
tional average of $2.699 for a regu-
lar gallon (about 71 cents per liter)
Sunday, far from its high of $4.114
in July, according to the auto club
AAA. That has brought relief to
consumers and businesses nation-
wide—but not refiners.

The business of processing
crude oil into gasoline suffered
earlier this year as oil prices sky-
rocketed to $145 a barrel in July.
Refiners were unable to pass on
the higher cost to consumers who
balked at paying record-high
prices at the pump. Refining profit
margins collapsed, and many com-
panies resorted to production cut-
backs, making for some of the low-
est operating rates at U.S. refiner-
ies in years.

But the refining business isn’t
faring much better now that oil
prices are lower, because gasoline
prices have dropped at a faster
pace. Over the past three weeks in
the U.S. Gulf Coast spot market,
gasoline cost an average $1.86 a
barrel less than crude oil, accord-
ing to data compiled by Muse,
Stancil & Co., a consulting firm
specializing in the energy indus-
try. With prices at those levels, re-
finers lose money with each barrel
of crude oil they process into gaso-
line.

If that continues, gasoline in-
ventories likely will shrink, which
could eventually pressure gaso-
line prices higher, say analysts. So
far, though, slacking production
hasn’t put the brake on falling
prices. Since Wednesday, gasoline
prices have dropped 16 cents a gal-
lon, and by Sunday were 14 cents
less than what they were at this
time last year, according to AAA.

The auto club expects prices to
keep falling in coming weeks,
reaching $2.50 before the end of
November and possibly dipping
lower by the end of the year.

A spike in oil prices or a surge
in gasoline demand could throw
off that forecast. But crude-oil
prices continue to fall, dropping
nearly $4 to $64.15 a barrel Friday
despite a decision by the world’s
major oil exporters to slash oil pro-
duction. Although demand for gas-
oline has ticked up in the past cou-
ple of weeks, it remains well below
last year’s levels.

“We’re certainly looking at fur-
ther weakness,” said Stephen
Schork, president of the oil-and-
gas firm Schork Group. He expects
gasoline prices to go up, but not un-
til the first quarter of next year.

CORPORATE NEWS

Refineries plan
to pare output
as profits pinch

By Paul Glader

General Electric Co. is cutting
costs, preparing for a new wave of
regulation from Washington and em-
bracing manufacturing over finan-
cial services as ways out of the eco-
nomic crisis, its chief executive said
Friday.

“Costs will be lower in 2009 than
in 2008,” Chairman and CEO Jeffrey
Immelt said in an interview. Employ-
ment also will be lower, he said, de-
clining to provide numbers or per-
centages.

GE’s NBC Universal business

group recently announced cuts total-
ing $500 million, including curbs on
travel and other expenses. Mr. Im-
melt said he hasn’t issued company-
wide edicts for hiring freezes and
travel restrictions but has identi-
fied these measures as possible cost-
saving tools for business heads.

In a separate interview Friday,
Charlene Begley, the company’s
president and CEO of enterprise so-
lutions, said her unit, with $5 billion
in revenue and 17,000 employees,
has imposed a hiring freeze and is
limiting travel to customer visits
and closing deals.

Meanwhile, GE Money said Fri-
day that it plans to exit some of its
operations in Australia and New
Zealand as the fallout from the glo-
bal credit crunch continues to
weigh on the GE unit.

GE Money said it will stop offer-

ing home loans through third par-
ties, such as mortgage brokers, and
will exit its motor-finance and small-
business-finance operations in Aus-
tralia and New Zealand. The move
won’t affect its retail-store-finance,
credit-card, personal-loan and in-
surance businesses in the two coun-
tries, it said.

“This is a result of the extreme
volatility and greatly increasing
cost of funds on the global and local
wholesale markets,” GE Money said.

The decision will result in about
335 positions being made redun-
dant over the coming 12 months. GE
Money employs about 4,500 staff in
the two countries.

GE, based in Fairfield, Conn., has
been hit hard by the financial crisis,
particularly in the company’s fi-
nance unit, which last year gener-
ated more than 40% of corporate

profit. Last month, it announced
plans to trim the finance unit, but
Mr. Immelt said Friday that GE
would remain active in areas such
as loans to restaurant franchisees
and companies under bankruptcy
protection. He said new loans in
those areas would decline this quar-
ter, but not to zero.

“We’re the only competitor here.
Many banks have disappeared,” he
said in the interview at a social-en-
terprise conference at Columbia
Business School in New York.

Mr. Immelt played down the
fear of an economic slowdown in
China, which recently saw its gross-
domestic-product growth slip to
9% from 11%. “I think growth in
China is going to slow because it’s
an export (driven) market,” he
said, adding the slowing won’t be
catastrophic.
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Sel US Equity US EQ GGY 10/22 USD 100.52 –41.1 –42.6 –20.1
Sel US Sm Cap Eq US EQ GGY 10/22 USD 131.64 –43.1 –47.3 –24.7

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 10/23 EUR 288.22 –20.1 –20.9 –10.1
DSF 50/50 EU BA LUX 10/23 EUR 216.77 –27.0 –28.4 –14.1
DSF 75/25 EU BA LUX 10/23 EUR 165.99 –33.9 –35.9 –18.9
KBC Eq (L) Europe EU EQ LUX 10/23 EUR 416.23 –45.2 –47.6 –25.7
KBC Eq (L) Japan JP EQ LUX 10/23 JPY 17198.00 –41.8 –46.2 –28.8
KBC Eq (L) NthAmer EUR US EQ LUX 10/23 EUR 463.04 –39.9 –41.7 –19.6
KBC Eq (L) NthAmer USD US EQ LUX 10/23 USD 662.21 –39.3 –40.8 –17.9
KBL Key America EUR US EQ LUX 10/21 EUR 341.54 –41.6 –42.5 –18.5
KBL Key America USD US EQ LUX 10/21 USD 352.52 –41.6 –42.3 –17.2
KBL Key East Europe EU EQ LUX 10/21 EUR 1424.05 –58.0 –57.1 –27.2
KBL Key Eur Sm Cie EU EQ LUX 10/21 EUR 744.70 –45.7 –51.3 –24.6
KBL Key Europe EU EQ LUX 10/21 EUR 543.23 –38.5 –41.8 –20.1
KBL Key Far East AS EQ LUX 10/21 USD 920.21 –51.8 –55.1 –16.6
KBL Key Major Em Mkts GL EQ LUX 10/21 USD 371.42 –60.0 –58.7 –17.3
KBL Key NaturalRes EUR OT EQ LUX 10/21 EUR 359.35 –42.2 –43.1 NS
KBL Key NaturalRes USD OT EQ LUX 10/21 USD 360.52 –47.8 –47.4 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 10/17 USD 34.75 –53.6 –53.0 –17.1
LG Asian Plus AS EQ CYM 10/17 USD 39.59 –53.6 –55.0 –12.9
LG Asian SmallerCo's AS EQ BMU 10/23 USD 50.58 –68.2 –69.6 –35.0
LG India EA EQ MUS 10/16 USD 35.58 –61.9 –56.8 –15.8
Siberian Investment Co EE EQ IRL 10/06 USD 24.72 –71.9 –69.8 –35.0

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/23 EUR 32.82 –55.1 –62.0 –24.9
MP-TURKEY.SI OT OT SVN 10/23 EUR 18.45 –63.8 –64.3 –33.6

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 –63.0 –63.4 NS
Parex Eastern Europ Bd EU BD LVA 10/22 USD 10.68 –21.9 –21.2 –8.3
Parex Russian Eq EE EQ LVA 10/22 USD 9.83 –69.0 –65.5 –29.5
Parex Ukrainian Eq EU EQ LVA 10/22 EUR 2.89 –71.8 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 10/23 USD 102.91 –56.4 –60.0 –17.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/23 USD 98.93 –56.8 –60.4 –18.4
PF (LUX)-Biotech-Pca OT EQ LUX 10/22 USD 276.63 –16.9 –20.7 –0.5
PF (LUX)-CHF Liq-Pca CH MM LUX 10/22 CHF 123.70 1.4 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/22 CHF 95.49 1.4 1.8 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/22 EUR 123.22 –44.6 –45.9 –22.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/22 USD 75.32 –44.9 –43.4 –14.3
PF (LUX)-East Eu-Pca EU EQ LUX 10/22 EUR 157.26 –69.4 –67.1 –36.1
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/23 USD 84.95 –63.2 –63.6 –23.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/23 USD 283.32 –61.4 –61.5 –23.3
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/22 EUR 81.08 –40.6 –42.3 –20.7
PF (LUX)-EUR Bds-Pca EU BD LUX 10/22 EUR 369.16 2.2 0.8 0.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/22 EUR 289.90 2.2 0.8 0.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/22 EUR 122.68 –6.5 –7.8 –3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/22 EUR 89.43 –6.5 –7.8 –3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/22 EUR 97.15 –32.2 –34.1 –18.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/22 EUR 62.83 –32.2 –34.1 –18.4
PF (LUX)-EUR Liq-Pca EU MM LUX 10/22 EUR 133.79 3.0 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/22 EUR 99.94 3.0 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/22 EUR 323.80 –46.9 –49.1 –25.1
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/22 EUR 107.38 –41.7 –44.8 –24.2
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/22 USD 156.65 –21.9 –20.9 –7.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/22 USD 111.69 –21.9 –20.9 –7.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/22 USD 12.79 –47.4 –47.8 –23.4
PF (LUX)-Gr China-Pca AS EQ LUX 10/23 USD 199.81 –53.3 –57.7 –8.7
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/23 USD 195.83 –63.1 –58.0 –16.6
PF (LUX)-Jap Index-Pca JP EQ LUX 10/23 JPY 8333.34 –41.3 –44.8 –26.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/23 JPY 7711.52 –42.4 –48.4 –30.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/23 JPY 7536.32 –42.7 –48.8 –30.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/23 JPY 4001.70 –41.9 –47.0 –30.9

PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/23 USD 157.88 –50.5 –52.3 –15.0
PF (LUX)-Piclife-Pca CH BA LUX 10/22 CHF 697.62 –17.9 –20.6 –9.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/22 EUR 48.01 –37.6 –42.3 –20.7
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/22 USD 25.46 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/22 USD 69.47 –37.7 –41.9 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/22 EUR 354.04 –42.6 –47.4 –20.8
PF (LUX)-US Eq-Ica US EQ LUX 10/22 USD 80.82 –37.2 –37.9 –15.8
PF (LUX)-USA Index-Pca US EQ LUX 10/22 USD 71.67 –38.2 –39.6 –18.0
PF (LUX)-USD Bds-Pca US BD LUX 10/22 USD 491.49 4.1 6.3 5.8
PF (LUX)-USD Bds-Pdi US BD LUX 10/22 USD 371.34 4.1 6.3 5.8
PF (LUX)-USD Liq-Pca US MM LUX 10/22 USD 129.76 2.1 2.8 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/22 USD 87.47 2.1 2.8 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/22 EUR 107.52 –31.1 –31.6 –14.2
PF (LUX)-WldGovBds-Pca GL BD LUX 10/22 USD 148.55 0.9 3.5 5.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/22 USD 125.71 0.9 3.5 5.6
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/22 USD 58.71 NS NS NS

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Asia Ex-Japan Fund USD AS EQ IRL 05/20 USD 1.12 –93.7 –93.8 –72.2
Global Technology OT EQ IRL 10/23 USD 7.89 –45.5 –49.1 –22.6
Japan Fund USD JP EQ IRL 10/24 USD 11.63 –30.9 –35.4 –19.7

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

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 10/22 USD 62.55 NS –53.1 –15.5

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/23 EUR 587.01 –40.4 –42.6 NS
Core Eurozone Eq B EU EQ IRL 10/23 EUR 661.29 NS NS NS
Euro Fixed Income A EU BD IRL 10/23 EUR 1144.75 –8.3 –9.9 –5.4
Euro Fixed Income B EU BD IRL 10/23 EUR 1213.42 –7.9 –9.4 –4.8
Euro Small Cap A EU EQ IRL 10/23 EUR 935.33 –46.9 –52.3 –28.5
Euro Small Cap B EU EQ IRL 10/23 EUR 994.80 –46.6 –52.0 –28.1
Eurozone Agg Eq A EU EQ IRL 10/23 EUR 514.76 –46.2 –48.6 NS
Eurozone Agg Eq B EU EQ IRL 10/23 EUR 734.57 –46.0 –48.3 –24.1
Glbl Bd (EuroHdg) A GL BD IRL 10/23 EUR 1200.12 –7.2 –7.4 –3.1
Glbl Bd (EuroHdg) B GL BD IRL 10/23 EUR 1264.81 –6.7 –6.8 –2.5
Glbl Bd A EU BD IRL 10/23 EUR 1023.08 1.5 –0.6 –2.7
Glbl Bd B EU BD IRL 10/23 EUR 1081.55 2.0 0.0 –2.1
Glbl Real Estate A OT EQ IRL 10/23 USD 701.87 –44.8 –49.7 –26.1
Glbl Real Estate B OT EQ IRL 10/23 USD 718.45 –44.5 –49.4 –25.7
Glbl Real Estate EH-A OT EQ IRL 10/23 EUR 674.75 –42.5 –47.7 –27.0
Glbl Real Estate SH-B OT EQ IRL 10/23 GBP 63.72 –42.0 –46.9 –25.7
Glbl Strategic Yield A EU BD IRL 10/23 EUR 1155.87 –22.7 –23.8 –10.6
Glbl Strategic Yield B EU BD IRL 10/23 EUR 1228.13 –22.3 –23.3 –10.0
Japan Equity A JP EQ IRL 10/23 JPY 10459.00 –43.7 –48.4 –29.2
Japan Equity B JP EQ IRL 10/23 JPY 11068.00 –43.5 –48.1 –28.7
Multi St Cash Plus EH-A GL EQ IRL 10/23 EUR 974.73 –3.7 –3.6 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/23 USD 1246.58 –52.9 –54.7 –17.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/23 USD 1320.70 –52.7 –54.5 –17.3
Pan European Eq A EU EQ IRL 10/23 EUR 754.55 –44.5 –47.0 –24.6
Pan European Eq B EU EQ IRL 10/23 EUR 798.70 –44.3 –46.7 –24.1
US Equity A US EQ IRL 10/23 USD 679.35 –41.4 –43.0 –18.5
US Equity B US EQ IRL 10/23 USD 722.22 –41.2 –42.7 –18.0
US Small Cap A US EQ IRL 10/23 USD 986.96 –42.5 –46.3 –21.0
US Small Cap B US EQ IRL 10/23 USD 1049.88 –42.3 –46.0 –20.6

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/23 SEK 62.76 –46.2 –49.5 –26.6
Choice Japan Fd JP EQ LUX 10/23 JPY 45.22 –42.8 –46.5 –30.0
Choice Jpn Chance/Risk JP EQ LUX 10/24 JPY 42.15 –52.9 –56.1 –33.4
Choice NthAmChance/Risk US EQ LUX 10/24 USD 2.79 –46.6 –47.0 –23.1
Europe 2 Fd EU EQ LUX 10/23 EUR 0.74 –49.0 –51.6 –26.4
Europe 3 Fd EU EQ LUX 10/24 GBP 2.45 –48.0 –47.5 –22.1
Global Chance/Risk Fd GL EQ LUX 10/24 EUR 0.49 –38.2 –42.2 –22.9
Global Fd GL EQ LUX 10/23 USD 1.65 –44.3 –46.1 –20.3
Intl Mixed Fd -C- NO BA LUX 10/23 USD 21.67 –35.0 –35.9 –13.8
Intl Mixed Fd -D- NO BA LUX 10/23 USD 15.29 –35.0 –35.9 –12.6
Wireless Fd OT EQ LUX 10/23 EUR 0.10 –46.2 –49.6 –20.5

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/23 USD 4.04 –55.6 –57.8 –20.3
Currency Alpha EUR -IC- OT OT LUX 10/24 EUR 10.94 7.1 6.2 NS
Currency Alpha EUR -RC- OT OT LUX 10/24 EUR 10.90 6.7 5.7 NS
Currency Alpha SEK -ID- OT OT LUX 10/24 SEK 106.08 NS NS NS

Currency Alpha SEK -RC- OT OT LUX 10/24 SEK 108.40 NS NS NS
Generation Fd 80 OT OT LUX 10/23 SEK 6.33 –33.0 –36.1 NS
Nordic Focus EUR NO EQ LUX 10/23 EUR 53.29 –46.1 NS NS
Nordic Focus NOK NO EQ LUX 10/23 NOK 61.14 NS NS NS
Nordic Focus SEK NO EQ LUX 10/24 SEK 53.74 –46.0 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/23 USD 0.72 –55.8 –58.0 –19.4
Choice North America Eq. Fd US EQ LUX 10/24 USD 1.37 –43.7 –44.0 –21.9
Ethical Global Fd GL EQ LUX 10/23 USD 0.61 –44.7 –46.8 –21.5
Ethical Sweden Fd NO EQ LUX 10/23 SEK 27.32 –38.7 –42.9 –19.9
Europe Fd EU EQ LUX 10/24 USD 1.46 –58.8 –59.6 –22.2
Global Equity Fd GL EQ LUX 10/23 USD 1.05 –44.4 –46.4 –19.7
Index Linked Bd Fd SEK OT BD LUX 10/24 SEK 12.79 2.4 4.3 3.3
Medical Fd OT EQ LUX 10/23 USD 2.83 –26.4 –25.0 –11.5
Short Medium Bd Fd SEK NO MM LUX 10/24 SEK 9.09 2.3 2.9 2.8
Technology Fd OT EQ LUX 10/24 USD 1.55 –45.6 –46.8 –19.6
World Fd GL EQ LUX 10/23 USD 1.60 –40.3 –42.2 –12.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/24 EUR 1.26 1.3 1.5 2.2
Short Bond Fd SEK NO MM LUX 10/24 SEK 21.36 1.8 2.4 2.6
Short Bond Fd USD US MM LUX 10/24 USD 2.48 1.2 2.1 3.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/23 SEK 9.98 –2.3 –1.9 –0.2
Alpha Bond Fd SEK -B- NO BD LUX 10/23 SEK 8.96 –2.3 –1.9 –0.2
Alpha Bond Fd SEK -C- NO BD LUX 10/24 SEK 25.10 –2.0 –1.8 –0.1
Alpha Bond Fd SEK -D- NO BD LUX 10/24 SEK 8.36 –2.1 –1.8 –0.1
Alpha Short Bd SEK -A- NO MM LUX 10/23 SEK 10.69 1.8 2.4 2.6
Alpha Short Bd SEK -B- NO MM LUX 10/23 SEK 10.03 1.8 2.4 2.6
Alpha Short Bd SEK -C- NO MM LUX 10/24 SEK 20.94 1.7 2.3 2.5
Alpha Short Bd SEK -D- NO MM LUX 10/24 SEK 8.70 1.7 2.3 2.5
Bond Fd EUR -C- EU BD LUX 10/24 EUR 1.27 4.5 4.0 2.4
Bond Fd EUR -D- EU BD LUX 10/24 EUR 0.51 4.5 4.0 2.4
Bond Fd SEK -C- NO BD LUX 10/24 SEK 39.84 5.5 5.8 3.6
Bond Fd SEK -D- NO BD LUX 10/24 SEK 11.95 4.3 4.6 3.0
Corp. Bond Fd EUR -C- EU BD LUX 10/24 EUR 1.07 –8.6 –10.1 –4.7
Corp. Bond Fd EUR -D- EU BD LUX 10/24 EUR 0.84 –9.0 –10.5 –5.0
Corp. Bond Fd SEK -C- NO BD LUX 10/24 SEK 10.65 –11.7 –12.8 –5.8
Corp. Bond Fd SEK -D- NO BD LUX 10/24 SEK 8.37 –11.6 –12.7 –5.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/24 EUR 96.72 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/24 EUR 96.53 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/24 SEK 103.99 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/24 SEK 960.17 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/24 SEK 20.40 3.4 3.9 3.2
Flexible Bond Fd -D- NO BD LUX 10/24 SEK 11.55 3.4 3.9 3.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/24 SEK 85.32 –19.7 –21.6 –9.4
Global Hedge I SEK -D- OT OT LUX 10/24 SEK 77.98 –22.0 –23.8 –10.7

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/23 USD 1.38 –58.7 –58.2 –17.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/23 SEK 16.16 –51.6 –56.5 –24.8
Europe Chance/Risk Fd EU EQ LUX 10/23 EUR 817.10 –51.9 –54.2 –28.7

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/23 USD 12.55 –62.1 –67.4 –12.1
Eq. Pacific A AS EQ LUX 10/23 USD 6.15 –55.6 –57.8 –14.8

n SGAM Fund
Bonds CHF A CH BD LUX 10/23 CHF 26.89 3.1 2.6 0.4
Bonds ConvEurope A EU BD LUX 10/23 EUR 27.12 –6.7 –6.2 1.2
Bonds Eur Corp A EU BD LUX 10/22 EUR 19.77 –9.9 –11.0 –5.5
Bonds Eur Hi Yld A EU BD LUX 10/22 EUR 14.49 –31.7 –33.7 –17.7
Bonds EURO A EU BD LUX 10/23 EUR 37.93 2.7 2.4 1.5
Bonds Europe A EU BD LUX 10/23 EUR 36.48 2.0 1.5 0.9
Bonds US MtgBkSec A US BD LUX 10/22 USD 22.35 –11.4 –10.9 –2.7
Bonds US OppsCoreplus A US BD LUX 10/22 USD 31.11 –1.2 0.3 3.1
Bonds World A GL BD LUX 10/22 USD 36.68 –1.3 1.2 5.9
Eq. ConcentratedEuropeA EU EQ LUX 10/23 EUR 20.56 –49.0 –50.4 –28.2
Eq. Eastern Europe A EU EQ LUX 10/23 EUR 14.28 –67.6 –66.6 –35.1
Eq. Equities Global Energy OT EQ LUX 10/23 USD 13.74 –45.5 –41.9 –11.3
Eq. Euroland A EU EQ LUX 10/23 EUR 9.27 –46.4 –47.7 –24.5
Eq. Euroland MidCapA EU EQ LUX 10/23 EUR 15.09 –47.9 –51.5 –28.0
Eq. EurolandCyclclsA EU EQ LUX 10/23 EUR 13.20 –47.9 –47.6 –20.3
Eq. EurolandFinancialA OT EQ LUX 10/23 EUR 9.72 –47.8 –49.5 –31.2
Eq. Glbl Emg Cty A GL EQ LUX 10/22 USD 5.71 –57.8 –58.0 –19.7
Eq. Global A GL EQ LUX 10/23 USD 20.41 –46.7 –47.8 –24.0
Eq. Global Technol A OT EQ LUX 10/23 USD 3.73 –47.3 –52.7 –26.2
Eq. Gold Mines A OT EQ LUX 10/23 USD 11.35 –62.1 –61.7 –30.4
Eq. Japan A JP EQ LUX 10/23 JPY 690.12 –47.9 –50.9 –32.7
Eq. Japan Sm Cap A JP EQ LUX 10/23 JPY 847.27 –50.3 –55.9 –43.1

Eq. Japan Target A JP EQ LUX 10/23 JPY 1446.84 –28.5 –33.8 –20.8
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 10/23 GBP 9.13 –46.5 –48.7 –27.3
Eq. US ConcenCore A US EQ LUX 10/23 USD 16.15 –39.9 –39.6 –17.7
Eq. US Lg Cap Gr A US EQ LUX 10/23 USD 11.19 –44.4 –44.7 –20.5
Eq. US Mid Cap A US EQ LUX 10/23 USD 19.25 –50.8 –52.2 –20.2
Eq. US Multi Strg A US EQ LUX 10/23 USD 16.35 –43.2 –44.7 –22.4
Eq. US Rel Val A US EQ LUX 10/22 USD 16.00 –44.1 –46.7 –26.2
Eq. US Sm Cap Val A US EQ LUX 10/23 USD 14.23 –43.0 –47.9 –26.1
Eq. US Value Opp A US EQ LUX 10/23 USD 13.82 –45.8 –48.9 –28.5
Money Market EURO A EU MM LUX 10/23 EUR 26.93 3.6 4.4 4.0
Money Market USD A US MM LUX 10/23 USD 15.68 2.4 3.3 4.2

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 09/30 USD 10.90 –26.3 –5.3 5.7
UAE Blue Chip Fund Acc AS EQ ARE 10/16 AED 7.28 –37.5 –21.1 –8.1

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 10/24 EEK 108.71 –59.4 –64.0 –34.5
New Europe Small Cap EUR EE EQ EST 10/24 EEK 58.97 –57.7 –62.1 –32.0
Second Wave EUR EE EQ EST 10/24 EEK 112.62 –59.0 –61.5 –25.4

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/24 JPY 7953.00 –52.6 –59.1 –35.7
YMR-N Japan Fund JP EQ IRL 10/24 JPY 9184.00 –47.2 –54.1 –30.7
YMR-N Low Price Fund JP EQ IRL 10/24 JPY 11739.00 –48.6 –55.7 –32.6
YMR-N Small Cap Fund JP EQ IRL 10/24 JPY 5452.00 –56.0 –62.8 –39.9
Yuki Mizuho Gen Jpn III JP EQ IRL 10/24 JPY 4254.00 –54.2 –58.6 –34.9
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/24 JPY 4540.00 –53.3 –59.4 –38.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/24 JPY 6037.00 –51.8 –56.3 –36.0
Yuki Mizuho Jpn Gen JP EQ IRL 10/24 JPY 7827.00 –49.1 –56.7 –32.8
Yuki Mizuho Jpn Gro JP EQ IRL 10/24 JPY 5724.00 –53.6 –59.8 –37.3
Yuki Mizuho Jpn Inc JP EQ IRL 10/24 JPY 7540.00 –42.5 –49.3 –27.4
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/24 JPY 4911.00 –47.9 –52.9 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/24 JPY 9877.00 –45.5 –52.7 –30.4
Yuki Mizuho Jpn PGth JP EQ IRL 10/24 JPY 7229.00 –56.0 –60.6 –36.5
Yuki Mizuho Jpn SmCp JP EQ IRL 10/24 JPY 5287.00 –58.3 –64.1 –39.9
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/24 JPY 4814.00 –48.8 –53.8 –33.5
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/24 JPY 2365.00 –58.6 –66.1 –49.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/24 JPY 4169.00 –52.9 –56.8 –35.3
Yuki 77 General JP EQ IRL 10/24 JPY 5600.00 –51.3 –56.6 –34.2
Yuki 77 Growth JP EQ IRL 10/24 JPY 6061.00 –50.6 –57.5 –35.4
Yuki 77 Income AS EQ IRL 10/24 JPY 4670.00 –44.3 –48.4 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/24 JPY 6025.00 –48.2 –56.3 –34.1
Yuki Chugoku Jpn Gro JP EQ IRL 10/24 JPY 4871.00 –51.7 –56.2 –33.1
Yuki Chugoku Jpn Inc JP EQ IRL 10/24 JPY 5224.00 –39.9 –44.5 –25.8
Yuki Chugoku JpnLowP JP EQ IRL 10/24 JPY 7170.00 –45.0 –53.6 –28.8
Yuki Chugoku JpnPurGth JP EQ IRL 10/24 JPY 4461.00 –49.0 –56.8 –33.7

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/24 JPY 6515.00 –49.3 –55.8 –33.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/24 JPY 4432.00 –49.7 –55.4 –32.6
Yuki Hokuyo Jpn Inc JP EQ IRL 10/24 JPY 5075.00 –39.8 –46.8 –27.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/24 JPY 3998.00 –53.7 –59.5 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/24 JPY 4587.00 –52.7 –58.9 –35.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/24 JPY 4410.00 –50.6 –57.0 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/24 JPY 5000.00 –47.8 –59.0 –32.7

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 10/22 EUR 92.64 –17.3 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 10/23 USD 74.71 56.9 83.2 33.8

Superfund GCT USD* GL EQ LUX 10/23 USD 3487.00 43.7 59.4 23.8

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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PNC buys National City
Deal illustrates push
by U.S. to rid nation
of its weakest lenders

By Dan Fitzpatrick,

David Enrich

And Damian Paletta

In a sign that the federal govern-
ment wants to rid the U.S. banking in-
dustry of some of its weakest play-
ers, regulators pushed National City
Corp. into a $5.08 billion sale to PNC
Financial Services Group Inc., peo-
ple familiar with the situation said.

Friday’s announcement came a
week after National City was told by
its primary banking regulator, the Of-
fice of the Comptroller of the Cur-
rency, that the Cleveland bank
shouldn’t expect to get any of the

$250 billion in capital being pumped
into U.S. banks by the government.

“An M&A deal is your only alterna-
tive,” John Dugan, head of the OCC,
said to National City Chief
Executive Peter Raskind, ac-
cording to people familiar
with their discussions. Over
the next several days, Mr.
Dugan was heavily involved
in the sale process.

The deal shows the fed-
eral government is using
the taxpayer-funded rescue
plan as ammunition to force
weak banks into the arms of
stronger ones. While gov-
ernment officials previ-
ously said they hoped the Troubled
Asset Relief Program would encour-
age banking consolidation, the Na-
tional City deal reflects a wider regu-
latory triage of the banking industry.

Underscoring the potential fall-

out for banks that are shut out of the
federal money, the government re-
versed course on a plan to announce
Friday that more than 20 additional

banks would receive infu-
sions as part of the rescue
plan, people familiar with
the matter said. Now, the
Treasury Department has
decided to let banks individ-
ually announce that the gov-
ernment will invest in each.

The about-face will give
financial institutions not
on the list more time to try
to raise capital from out-
side investors or line up a
buyer, these people said.

Among the banks that were going to
be included on the list were Capital
One Financial Corp. and SunTrust
Banks Inc.

Analysts and bankers have been
drawing up their own inventories of

institutions that could be destabi-
lized even further once it is clear that
they will get no federal aid. Especially
vulnerable are dozens of regional
banks that were badly wounded
when the housing bubble burst and
have little appeal to healthier banks.

The government’s list “will un-
derscore the differentiation be-
tween the ‘haves’ and ‘have-nots,’ ”
said Morgan Keegan & Co. banking
analyst Robert Patten.

The strong-arm sale of National
City also suggests that the federal
government’s $700 billion bailout
plan is having a much greater imme-
diate impact on acquisition activity
than it is on loan volume. The pri-
mary purpose of the aid package
when it was unveiled earlier this
month was to make banks more con-
fident about lending. And Treasury
Secretary Henry Paulson has told
banks repeatedly that they will be
expected to deploy any capital re-
ceived from the government.

PNC made its formal offer for Na-
tional City on Thursday night, once
it was clear that the Pittsburgh bank
would get government assistance.
PNC will sell $7.7 billion of preferred
shares and warrants to the Treasury
Department to finance the stock-
and-cash transaction, which is val-
ued at roughly $7 billion less than
National City’s tangible book value.

Once the deal closes by year end,
PNC will rank fifth-largest in the
U.S. in deposits and will have 2,747
branches. Mr. Raskind will become a
PNC vice chairman, while PNC CEO
James Rohr will remain in that post.

National City was long viewed as
a stalwart lender in the Midwest.
But its gamble to become a major
U.S. mortgage lender by revving up
in subprime mortgages, in home-eq-
uity loans and in Florida backfired.
It suffered $2.66 billion in net losses
during the past nine months.

The day after the government an-
nounced its plan to invest directly in
U.S. banks on Oct. 13, Mr. Raskind
called Mr. Dugan, the OCC chief, and
asked to set up a meeting to discuss
the possibility of selling assets
through TARP. “I’m happy to do that,”
Mr. Dugan replied, “but first I want
you to explore all M&A avenues.”

Though he has kept a relatively
low profile in the response to the fi-
nancial crisis, Mr. Dugan has said the
government needs to move swiftly be-
cause of the turbulent environment.

Behind the scenes, Mr. Dugan
had reached out to U.S. Bancorp
CEO Richard Davis and assured him
that the government would provide
U.S. Bancorp with capital to finance
a takeover.

On Oct. 15, Messrs. Raskind and
Davis talked on the phone, and Mr.
Davis expressed interest in bidding.
Later that day, U.S. Bancorp made
an offer that valued National City at
less than half its stock-market capi-
talization. National City didn’t like
it. Two days later, Mr. Dugan
warned National City that it might
get no access to government capital.

Mr. Raskind was stunned, people
familiar with the matter said. Na-
tional City directors were furious,
but Mr. Dugan reiterated his posi-
tion in an email last Sunday.

U.S. Bancorp raised its offer, to
about $1.30 a share from $1.10, but
then Mr. Rohr called Wednesday
night to say that PNC was interested.
On Thursday, Messrs. Rohr and Ras-
kind sat down in a Cleveland hotel
room around 8 p.m., agreeing an hour
later on a price of about $2.25 a share.
 —Deborah Solomon,

Peter Lattman and Robin Sidel
contributed to this article.

Pushed to the altar
The U.S. government has facilitated the takeovers of several financial
institutions this year.

Seller Buyer Government roleDate

Bear
Stearns

J.P. Morgan
Chase

J.P. Morgan
Chase

Fed provided loan, backstopped
some Bear losses

March 16

Washington
Mutual

Regulators closed thrift, sold
parts to J.P. Morgan 

Sept. 25

Wachovia Citigroup* FDIC agreed to backstop
certain Wachovia losses

Sept. 29

National City PNC Treasury provided $7.7 billion
in capital to PNC

Oct. 24

*Wells Fargo subsequently offered to buy Wachovia without FDIC assistance, and Wachovia accepted the offer
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Japan Strat Value I JP EQ LUX 10/23 JPY 5338.00 –47.7 –52.0 –29.5
Real Estate Sec. A OT EQ LUX 10/23 USD 11.02 –44.8 –49.2 –30.3
Real Estate Sec. B OT EQ LUX 10/23 USD 10.19 –45.3 –49.8 –31.1
Real Estate Sec. I OT EQ LUX 10/23 USD 11.73 –44.4 –48.8 –29.8
Short Mat Dollar A US BD LUX 10/23 USD 7.29 –15.4 –16.7 –7.3
Short Mat Dollar A2 US BD LUX 10/23 USD 9.37 –15.3 –16.8 –7.4
Short Mat Dollar B US BD LUX 10/23 USD 7.29 –15.7 –17.1 –7.8
Short Mat Dollar B2 US BD LUX 10/23 USD 9.37 –15.7 –17.2 –7.8
Short Mat Dollar I US BD LUX 10/23 USD 7.29 –15.1 –16.2 –6.6

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 10/23 GBP 6.12 –35.4 –35.8 –17.6
Andfs. Borsa Global GL EQ AND 10/23 EUR 5.90 –38.4 –39.4 –19.3
Andfs. Emergents GL EQ AND 10/22 USD 9.38 –55.9 –55.7 –18.6
Andfs. Espanya EU EQ AND 10/23 EUR 10.18 –42.3 –43.0 –20.1
Andfs. Estats Units US EQ AND 10/23 USD 12.35 –39.2 –38.0 –17.6
Andfs. Europa EU EQ AND 10/23 EUR 6.57 –40.8 –41.3 –20.4

Andfs. Franca EU EQ AND 10/23 EUR 8.37 –40.5 –41.3 –22.1
Andfs. Japo JP EQ AND 10/23 JPY 425.31 –44.9 –48.6 –28.1
Andfs. Plus Dollars US BA AND 10/23 USD 8.55 –20.2 –20.9 –8.5
Andfs. RF Dolars US BD AND 10/23 USD 10.20 –10.0 –10.5 –3.7
Andfs. RF Euros EU BD AND 10/23 EUR 9.14 –17.2 –18.7 –9.8
Andorfons EU BD AND 10/23 EUR 12.40 –19.0 –21.1 –11.5
Andorfons Alternative Premium OT OT AND 08/29 EUR 111.84 –3.7 –1.5 1.9
Andorfons Mix 30 EU BA AND 10/23 EUR 8.55 –26.3 –27.6 –13.7
Andorfons Mix 60 EU BA AND 10/23 EUR 8.52 –35.3 –35.8 –17.9

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 10/17 USD 156886.25 –39.9 –42.5 –12.5

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 10/24 EUR 10.19 0.2 0.0 1.7
DJE-Absolut P GL EQ LUX 10/24 EUR 182.49 –27.7 –26.2 –8.5
DJE-Alpha Glbl P EU BA LUX 10/24 EUR 156.67 –23.4 –21.5 –6.5
DJE-Div& Substanz P GL EQ LUX 10/24 EUR 171.62 –28.0 –29.5 –9.0
DJE-Gold&Resourc P OT EQ LUX 10/24 EUR 100.49 –46.4 –47.0 –20.3
DJE-Renten Glbl P EU BD LUX 10/24 EUR 117.72 –3.6 –4.5 –0.9
LuxPro-Dragon I AS EQ LUX 10/24 EUR 84.96 –53.0 –58.0 –9.8
LuxPro-Dragon P AS EQ LUX 10/24 EUR 83.20 –54.0 –58.8 –10.7
LuxTopic-Aktien Europa EU EQ LUX 10/24 EUR 13.57 –29.6 –28.6 –8.8
LuxTopic-Pacific AS EQ LUX 10/24 EUR 9.79 –54.4 –55.8 –21.2

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 10/17 EUR 46.12 –58.0 –61.2 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 10/17 USD 47.70 –61.4 –63.2 NS
(Lux) Russian EUR EE EQ LUX 10/17 EUR 40.39 –64.5 –63.7 NS
(Lux) Russian USD EE EQ LUX 10/17 USD 41.74 –67.4 –65.6 NS
Balkan Fund EE EQ SWE 10/23 SEK 12.72 –61.8 –62.4 –24.6
Baltic Fund EE EQ SWE 10/23 SEK 45.04 –38.8 –42.9 –15.0
Eastern European Fund EU EQ SWE 10/23 SEK 22.48 –59.0 –58.1 –25.2
Russian Fund EE EQ SWE 10/23 SEK 652.07 –62.7 –60.7 –27.8
Turkish Fund EE EQ SWE 10/23 SEK 3.85 –66.4 –65.1 –31.1

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 10/16 CHF 62.83 –58.4 –58.8 –21.4

HF-World Bds Abs Ret OT OT CHE 10/16 USD 81.59 –10.6 –3.3 –1.4

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 09/30 USD 44.10 –31.4 –19.3 10.4
EFG-Hermes MEDA* GL EQ BMU 09/30 USD 29.23 –19.2 –2.9 12.3
EFG-Hermes Saudi Arabia Equity EA EQ SAU 10/19 SAR 6.16 NS NS NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 31.61 –17.5 –8.7 12.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 10/22 USD 219.47 –29.6 –28.9 –12.4
Sel Emerg Mkt Equity GL EQ GGY 10/22 USD 124.81 –53.9 –53.5 –18.0
Sel Euro Equity EUR US EQ GGY 10/22 EUR 80.52 –44.9 –47.5 –24.4
Sel European Equity EU EQ GGY 10/22 USD 137.16 –51.7 –52.4 –23.8
Sel Glob Equity GL EQ GGY 10/22 USD 144.45 –47.1 –49.3 –23.6
Sel Glob Fxd Inc GL BD GGY 10/22 USD 126.70 –13.7 –12.9 –4.1
Sel Pacific Equity AS EQ GGY 10/22 USD 91.87 –47.9 –48.1 –14.2
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Calpers feels the squeeze
Pension fund sells
as stocks fall to keep
its cash adequate

Gold’s recent drop confuses fans

Soaring yen threatens
to derail Japan’s exports

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

By Yumiko Ono

And John Murphy

TOKYO—Japan’s stock and cur-
rency markets dealt the world’s No.
2 economy a heavy blow Friday. The
yen surged, battering shares of Ja-
pan’s top exporters as the country
nears recession.

In Tokyo, the yen reached a
13-year high against even the rising
U.S. dollar. In late afternoon trad-
ing Friday in New York, the euro
was at 119.05 yen, a six-year low and
down sharply from 125.12 yen
Thursday. The dollar was at 94.60
yen.

A strong yen wreaks havoc on Ja-
pan’s export-driven economy, erod-
ing the value of Japanese compa-
nies’ overseas earnings, and often
making the price of those products
more expensive in overseas mar-
kets. After seeing sales to U.S. and
Europe fall, exporters have been hit
again as sales to the emerging mar-
kets have started to falter.

Some experts warn that the Ni-
kkei Stock Average of 225 compa-
nies, which dropped 9.6% Friday,
will tumble even further this week
if Japanese exporters disappoint in-
vestors with poor results and out-
looks, as the rising currency might
lead many to do.

For Japan, the rising yen and fall-
ing stock market come at a particu-
larly delicate time. Gross domestic
product shrank in the April-June
quarter and most economists are ex-
pecting it to contract again in quar-
ter that ended Sept. 30, which
would qualify as a recession.

The yen’s surge is being driven
in part by investors offloading over-
seas investments to bring their
money back to Japan amid the glo-
bal financial turmoil. In good times,
many investors borrowed money at
Japan’s low rates, and looked over-
seas in search of better returns.
Now these same investors are sell-
ing their overseas assets and buy-
ing up yen to pay back their loans,
driving up the currency.

The sharp rise in the yen on Fri-
day sparked some signs of unease
among government officials. Still,
some analysts said it is unlikely
that the Japanese government will
try to intervene. Japan’s Economy
Minister Kaoru Yosano projected a
lack of concern Friday, saying the
yen’s recent volatility just reflects
efforts by investors to find the cur-
rency’s proper price for the current
economic conditions.

“A strong yen has its advantages

and disadvantages,” he said. “But it
will eventually settle at prices com-
patible with Japan’s economic fun-
damentals.”

The higher yen was one of the
primary reasons Sony Corp.
sharply lowered its outlook for the
fiscal year ending in March 2009.
Sony’s shares sank 14% on Friday,
and analysts worry that the compa-
ny’s revised forecasts are still too
optimistic. For every yen the dollar
loses in value, Sony sees its annual
operating profit cut by four billion
yen. If current rates prevail, Sony
could lose at least another 100 bil-
lion yen in annual operating profit.

A Sony official said Friday that
the company’s forex assump-
tions—105 yen to the dollar and 140
yen to the euro—remained un-
changed, and reiterated that Sony
was optimistic exchange rates
would settle close to its assump-
tions for the rest of the fiscal year.

Despite the financial meltdown,
some Japanese companies might
continue to expand abroad. Japa-
nese companies increasingly have
been coming out of their shells to
make a record amount of acquisi-
tions overseas, in an effort to keep
businesses growing as the domes-
tic market declined because of an
aging society. They are still cash-
rich, and many aren’t using stocks
to make their acquisitions.

They have also been working on
reducing their debt following the
long restructuring period in the
late 1990s and early 2000s. How-
ever, Japanese banks will likely
grow more cautious as stock prices
fall, because shares in Japanese
companies make up large portions
of their capital.
 —Hiroko Tabuchi

and Yuka Hayashi
contributed to this article.
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By Craig Karmin

And Joann S. Lublin

The largest U.S. public pension
fund, known as Calpers, is unloading
stocks in a falling market to make
sure it has enough cash to meet its ob-
ligations.

The pressures come as the Califor-
nia Public Employees’ Retirement
System has had to raise cash to fulfill
commitments to private-equity
firms and real-estate partners. The
fund’s predicament is another sign of
how the market selloff is tightening
the screws on U.S. pension funds na-
tionwide. Many other pension funds
have similar partnerships and could
also confront liquidity strains.

Members of the board investment
committee at Calpers held a closed-
door session Oct. 20 and discussed
ways to raise more cash, according to
people familiar with the matter. The
issue was brought to the attention of
the committee after members of the
investment staff expressed concern,
a person with knowledge of the mat-
ter said.

“Calpers receives more than
enough cash from employers and
members to cover its monthly bene-
fit obligations” to retirees and other
beneficiaries, a Calpers spokes-
woman said Friday.

Under normal conditions, pen-
sion funds count on some private-eq-
uity partners to distribute invest-
ment gains, while pensions owe
some partners more capital. During
the recent market selloff, however,
distributions have dried up while cap-
ital calls continue. That has created a
mismatch and a cash strain.

Since the credit markets have
tightened up and real estate and alter-
native investments aren’t very liq-
uid, Calpers has been compelled to
sell off stocks to raise large sums
quickly. Those sales are turning pa-
per losses into realized losses.

Calpers said it had $188.8 billion
under management as of Wednesday,
down 21% from the end of June. The
fund, which said it had about 63% of
its assets in global stocks at the end
of August, has been punished se-
verely by the stock-market selloff.

Critics say that some of Calpers’s
troubles are of its own making. The
pension fund is the main investor in a
partnership that is expected to lose
much of its nearly $1 billion invest-
ment in LandSource, a venture that

owns thousands of hectares of unde-
veloped residential land north of
downtown Los Angeles and that filed
for bankruptcy protection in June.

The pension fund also has been
without two of its top leaders, the
chief executive officer and chief in-
vestment officer, since they resigned
at midyear. The fund has been operat-
ing with interim people in those key
positions.

Calpers initially tried to fill the
chief investment officer spot first,
but without any luck. A former fund
official said candidates were reluc-
tant to take the job while the perma-
nent CEO position remained vacant.
Calpers is now focusing on landing a
CEO first, recently hired a search
firm and hopes to have its new leader
in place by December, people familiar
with the matter say. The fund intends
to have a chief investment officer by
no later than February.

Calpers counts 1.6 million former
and current public employees as
members whose benefits are contrac-
tually guaranteed. If the fund suffers
large investment losses, it has little
choice but to hit up employers—such
as cities and counties—to increase
their contributions. Calpers recently
indicated plans to raise the contribu-
tion level starting in 2010 and 2011,
unless the recent investment losses
can be reversed.

By Carolyn Cui

Gold prices have fallen along
with stocks lately, leaving many in-
vestors wondering why gold hasn’t
taken on its usual role as a safe ha-
ven in times of turmoil.

Even after a 2.2% gain Friday, to
$729.10 per troy ounce, gold futures
were down 7.1% for the week and
16.6% so far this month. The Dow
Jones Industrial Average, mean-
while, fell 5.3% for the week and
22.8% in October, while stocks
around the world are plunging amid
fears of a global recession.

Gold bugs, as committed gold in-
vestors are known, are frustrated
and even angry.

There are many possible reasons
for the slide in gold prices, including
the suddenly firmer dollar, because
gold is priced in dollar terms. Some
financial institutions are unwinding
commodities bets as they reduce le-
verage and shore up capital. India, a
big consumer of gold, recently has
shown signs of sluggish buying as

the rupee depreciated against the
dollar, making gold more expensive
for Indian jewelry makers.

“Gold will show its value once
the dollar stabilizes,” said Li Shan-
quan, portfolio manager of the $1.6
billion Oppenheimer Gold & Special
Minerals Fund.

But other market participants re-
main perplexed. “Every time gold is
up or down, these same excuses are
frequently and repeatedly given,”
said Jeffrey Nichols, managing di-
rector of American Precious Metals
Advisors, adding that there must be
something else going on.

In his newsletter of Oct. 16, Mr.
Nichols suggested that central
banks might have stepped up gold
lending recently, which would push
down prices. In leasing transac-
tions, bullion dealers borrow gold at
a relatively low interest rate, then
sell it into the spot market and use
the cash proceeds to invest in Trea-
sury bills at a higher rate. These
gold sales might account for an addi-
tional source of supply, Mr. Nichols

said.
Others, however, discount that

theory, arguing that central banks
are unwilling to lease their gold be-
cause of counterparty-risk con-
cerns.

There have been wild price
swings in recent months. In the
third quarter, the price for gold
ranged from $741.30 to $977.70 an
ounce, more than twice the price
range in the second quarter, and vol-
atility is continuing to rise this
month. “How can something that
has increased by 50% in volatility be
a safe haven,” asked Alan Plaug-
mann at Copenhagen-based Saxo
Bank.

Francisco Blanch, a commodity
strategist with Merrill Lynch, said
the recent implied volatility “shows
the market is much divided” about
the outlook for gold, while market
sentiment is tilting downward for
most other commodities. The World
Gold Council said higher volatility
should be “put in perspective” and
gold remains less volatile.
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Samsung’s net falls 44%
Electronics maker
gives gloomy forecast
for holiday quarter

By Evan Ramstad

SEOUL—Samsung Electronics
Co., after disclosing a 44% decline in
third-quarter net profit, warned
that the usual year-end boost won’t
be coming this year for the electron-
ics industry.

The global economic slowdown
has reduced orders for the compo-
nents Samsung makes for other com-
panies and forced it to lower prices
and margins on its consumer prod-
ucts.

“It’s become increasingly difficult
to expect the high seasonality effect
that’s typical for the fourth quarter,”
said Chu Woo-sik, Samsung’s chief of
investor relations. The last quarter
of the year usually brings the biggest
revenue and fattest profit margins as
demand for electronics goods is
driven by year-end holidays in West-
ern countries and retail orders ahead
of new-year holidays in Asia.

Mr. Chu said Samsung may have
to reduce capital spending next

year. The company’s gloomy out-
look contributed to a 14% drop in
Samsung’s share price on Friday,
outpacing the 11% drop on South Ko-
rea’s broad-market Kospi index.

For the third quarter, Samsung
said Friday that it earned 1.22 tril-
lion won ($914 million), down from
2.19 trillion won a year earlier. Reve-
nue rose 15% to 19.3 trillion won
from 16.7 trillion won.

The quarter was the first since
mid-2005 in which all of Samsung’s
four big divisions simultaneously ex-
perienced weaker operating profits.

The company’s quarterly results

are based on Korean accounting stan-
dards, which require only the impact
of operations based in South Korea.
But the company has changed the re-
porting of its operating divisions to
consolidated accounting to reflect
their global operations.

Samsung reported the biggest
profit pressure in its chip division,
where the industry price squeeze has
been driven by factory building and
production-equipment upgrades that
have boosted memory-chip output.

On a consolidated basis, the divi-
sion reported an operating-profit
margin of 3.5%, amounting to 190 bil-
lion won. That is down from a mar-
gin of 16.3% a year earlier and 5.7%
in the second quarter.

Samsung’s cellphone business,
its largest by revenue, reported an
operating-profit margin of 9.5%,
down from 12.8% a year earlier and
11.3% in the second quarter.

The flat-panel division, which
makes liquid-crystal displays, re-
ported an operating-profit margin
of 12%, down from 20.3% a year ear-
lier and 26.6% in the second quarter.

Samsung’s consumer-electron-
ics-products division recorded an
operating loss of 50 billion won,
compared with an operating profit
of 270 billion won a year earlier.

Suzlon is facing more questions

By Kyong-Ae Choi

SEOUL—State-run Korea Devel-
opment Bank said Friday it has se-
lected Hanwha Group as the pre-
ferred bidder for a stake in Daewoo
Shipbuilding & Marine Engineering
Co., as Hanwha was expected to have
little difficulty securing funding.

KDB didn’t disclose the bid price
offered by Hanwha, a conglomerate
based in South Korea with interests
including finance, travel and explo-
sives. But a person familiar with the
matter said the price is more than
six trillion won ($4.2 billion).

A controlling 50.4% stake in Dae-
woo Shipbuilding has been for sale
for the past seven months. Hanwha’s
sole competitor was Hyundai Heavy
Industries Co.

A consortium of steelmaker
Posco and oil company GS Holdings
Corp.—both of South Korea—sub-
mitted a bid on Oct. 13, but GS
dropped out a few hours later, say-
ing it found Posco’s bid price to be

“too aggressive.” Posco tried to con-
tinue with the bid alone but KDB
blocked it.

After signing a memorandum of
understanding with KDB within a
week or 10 days, Hanwha will con-
duct due diligence on the ship-
builder for three to four weeks in No-
vember, said Chung In-sung, KDB’s
senior executive director.

“Hanwha will make an initial pay-
ment of 5% of its bid price when it
signs the MOU and makes a second
payment of 10% of the possibly re-
vised price in December,” said Kim
Yoon-tae, general manager of KDB’s
Mergers-and-Acquisitions Depart-
ment. He said the remaining contract
money will be fully paid in December
after a final contract is signed.

Shares in Hanwha Corp. and Han-
wha Chemical Corp. plummeted by
the daily limit of 15% to 52-week
lows of 17,000 won and 5,200 won, re-
spectively, because of investor fund-
ing concerns. Daewoo Shipbuilding
also sank by the daily limit of 15% to

a 52-week low of 11,000 won, in line
with the benchmark Kospi’s 11% loss.

KDB said it will “positively con-
sider” National Pension Service’s
participation in the Hanwha consor-
tium as a financial investor if Han-
wha teams up with NPS and it
doesn’t cause any legal problems.
NPS said it currently has no plans to
join the Hanwha consortium.

Hanwha said it will raise the
funds through an injection of about
two trillion won in cash, asset sales
and foreign investment, without
elaborating.

Currently, Hanwha spokesman
Ju Cheol-beom said, “two foreign fi-
nancial investors are part of the Han-
wha consortium and three others
have recently contacted us to invest
in the shipbuilder.” Hanwha’s con-
sortium also includes three group af-
filiates: Hanwha Chemical, Hanwha
Corp. and unlisted Hanwha Engi-
neering & Construction.

Daewoo Shipbuilding declined to
comment.

Hanwha wins Daewoo bidding rights

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Banco Popular Español SA

Banco Popular Español SA Fri-
day said that third-quarter net
profit fell 11%, weighed down by a
sharp rise in loan-loss provisioning
because of souring loans. Net profit
fell to Œ281.7 million ($354.5 mil-
lion) from Œ316.1 million a year ear-
lier even though net interest income
rose 8.9% to Œ640.7 million from
Œ588.5 million. However, the
Madrid-based bank said its nonper-
forming loans rose to 2.19% of total
loans at the end of the third quarter,
up from 1.42% in the second quarter
and 0.77% a year earlier. Loan-loss
provisions meanwhile more than
doubled to Œ144.4 million from
Œ60.8 million. Popular—burned ear-
lier this year by big exposures to
bankruptcies in the real-estate sec-
tor—said it had become much more
cautious about lending.

Tata Steel Ltd.

India-based Tata Steel Ltd. said
unconsolidated net profit for its fis-
cal second quarter rose 50% from a
year earlier driven by higher sales
and boosted by an increase in other
income. Unconsolidated net profit
for the July-September quarter was
17.88 billion rupees ($359.2 million),
against 11.91 billion rupees a year
earlier, while sales rose 41% to 67.44
billion rupees from 47.85 billion ru-
pees a year earlier. The results don’t
include the financial performance
of Tata Steel’s other units, such as
Corus. The company’s other income
nearly tripled to 2.38 billion rupees
for the quarter. Total costs, how-
ever, rose to 39.17 billion rupees
from 30.21 billion rupees.

Hindustan Unilever Ltd.

Hindustan Unilever Ltd. said Fri-
day its fiscal third-quarter net
profit rose 34% from a year earlier,
helped by robust demand for its per-
sonal-care products, soaps and de-
tergents, and a one-time gain from
the sale of properties. The company,
India’s largest consumer-goods
maker by sales, said net profit for
the July-September period was 5.47
billion rupees ($109.9 million) com-
pared with 4.08 billion rupees a
year earlier. Sales rose 20% to 40.28
billion rupees from 33.65 billion ru-
pees. Input-cost inflation, espe-
cially crude-oil-based, peaked dur-
ing the quarter. An aggressive cost-
savings program and an increase in
prices helped fully offset the im-
pact, the company said. The com-
pany has faced cost pressures from
high vegetable and crude-oil prices.

Source: the company

Samsung Electronics
Net profit, in trillions of won

2.5

2.0

1.5

1.0

0.5

0
1Q
FY06

2Q 3Q 4Q 1Q
FY07

2Q 3Q 4Q 1Q
FY08

2Q 3Q

By Tom Wright

India’s Suzlon Energy Ltd., the
world’s fifth-largest wind-turbine
maker by unit sales, is facing addi-
tional questions about its technol-
ogy after a 43-meter-long blade
broke off a tower in Illinois.

News of the blade detachment,
at a project financed by Deere & Co.,
drove Suzlon’s shares down 39% to
47.25 rupees, or 97 U.S. cents, Fri-
day in Mumbai trading.

The accident is the latest in a se-
ries of cracking windmill blades and
other technical problems in the U.S.
and India that have hurt Suzlon’s im-
age. The share-price decline Friday
also reflected investor concerns
that Suzlon will be unable to raise
the money it needs in coming
months to fund an ambitious global
expansion plan and may be forced to

sell assets, analysts said.
In a statement, Suzlon said the Il-

linois incident was “extremely rare
and unusual.” The company added,
“Other turbines owned by that cus-
tomer and our other customers at
various locations in the U.S. are op-
erating without interruption.” It
gave no further details.

Richard Schertz, a farmer from
near Wyanet, Ill., said he found the
blade in one of his cornfields Tuesday.
Stewardship Energy LLC, an Illinois-
based wind-farm developer, began
operating four 2.1-megawatt Suzlon
turbines on Mr. Schertz’s and a neigh-
bor’s farmland in mid-2007. The
project was financed by John Deere
Wind Energy, a unit of Deere, accord-
ing to Stewardship Energy’s Web
site. A spokesman for Deere didn’t re-
spond to requests for comment.

Earlier this year, Suzlon, of Pune,

India, said it would strengthen or re-
place 1,251 blades—almost the en-
tire number it has sold to date in the
U.S.—after cracks were found on
more than 60 blades on turbines run
by Deere and Edison International’s
Edison Mission Energy.

To overcome its technology prob-
lems, Suzlon has moved to take over
big European wind-turbine and com-
ponent producers. But investors are
increasingly worried about Suzlon’s
plans to raise $390 million by mid-
December to complete its $1.7 bil-
lion takeover of REpower Systems
AG, a German wind-turbine pro-
ducer, analysts said. Suzlon had
lined up euro-denominated bank
loans for the purchase before the
credit crisis but late last month said
it was instead planning a rights is-
sue to raise the cash, sparking a ma-
jor drop in its share price.

—Compiled from staff
and wire service reports.

Hitachi Ltd.
Hitachi Ltd. raised its group op-

erating-profit estimate for the fis-
cal first half ended in September,
supported by its system-integra-
tion system and hard-disk-drive
businesses. The upward revision Fri-
day contrasts with other electron-
ics companies, which cut their earn-
ings forecasts amid a global eco-
nomic slump. Hitachi wouldn’t dis-
cuss prospects for the fiscal full
year ending in March, saying it is as-
sessing the impact of the financial
crisis and the strengthening yen on
the latter half of the fiscal year. The
electronics maker said its operating
profit for the April-September pe-
riod likely rose 62% from a year ear-
lier to 197 billion yen ($2.08 billion).

China Minsheng Banking

China Minsheng Banking Corp.
said Friday its third-quarter net
profit rose 74% from a year earlier
amid steady loan growth. The bank
reported a net profit for the three
months ended Sept. 30 of 2.6 billion
yuan ($379.9 million), up from 1.49
billion yuan a year earlier. Its net in-
terest income was 22.81 billion
yuan. The lender didn’t provide the
year-earlier figure. Total deposits
rose 18% to 789.22 billion yuan at
the end of September from 671.22
billion yuan at the end of 2007. Total
outstanding loans rose 14% to 631.42
billion yuan from 554.96 billion
yuan. As of Sept. 30, the bank’s non-
performing-loan ratio was 1.22%, up
from 1.21% at the end of June.

Nissin Food Products Co.

One of Japan’s largest instant-
noodle makers issued a nationwide
recall after a woman grew sick eat-
ing a cup of noodles later found to be
tainted with an insecticide. Nissin
Food Products Co. advised custom-
ers not to eat noodles that had an
odd smell or damaged packaging.
The recall only applies to the Cup
Noodle brand of instant noodles in
Japan. Nissin President Susumu Nak-
agawa said the noodles couldn’t
have been contaminated at his com-
pany’s factories. “We have con-
firmed that the chemical is not and
has not ever been used in this prod-
uct,” he said Thursday. This year, Ja-
pan has been hit by several inci-
dents involving tainted food.

Ahold NV

Food retailer’s sales climb
amid Netherlands strength

Dutch food retailer Ahold NV on
Friday posted a 3.9% increase in
third-quarter sales thanks to a
strong performance in its home mar-
ket. Sales rose to Œ5.81 billion ($7.79
billion) from Œ5.59 billion a year ear-
lier. At the retailer’s Stop & Shop
and Giant-Landover chains in the
U.S., sales increased 6.4% to $5 bil-
lion from $4.7 billion. When con-
verted into euros, however, U.S.
sales fell 1.7%, because of a weak dol-
lar for much of the period. At Albert
Heijn, Ahold’s supermarket chain in
the Netherlands, sales rose 12% to
Œ2.03 billion. Two years ago, Ahold
started a major overhaul of its U.S.
operations in an effort to lure back
customers to its stores in the North-
east by permanently lowering
prices and ditching temporary prod-
uct promotions.

Kia Motors Corp.

Kia Motors Corp.’s net loss nar-
rowed for the third quarter,
helped by a weaker won and new
models. The auto maker reported
a net loss of 22.1 billion won ($15.5
million), compared with a loss of
55.1 billion won in the year-earlier
quarter, as “the weak won pushed
up foreign-currency denominated
debts in the third quarter.” Kia,
39%-owned by Hyundai Motor
Co., reported an operating profit
of 53.7 billion won in the latest
quarter, compared with a year-ear-
lier operating loss of 116.5 billion
won. Sales rose 4.9% to 3.427 tril-
lion won from 3.268 trillion won.
The company posted an operating
profit for a fourth consecutive
quarter, helped by sales of the
Morning mini car and the Lotze
midsize sedan.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 10/23 USD 8.34 –42.4 –45.1 –21.4
Am Blend Portfolio I US EQ LUX 10/23 USD 9.72 –42.0 –44.7 –20.8
Am Growth A US EQ LUX 10/23 USD 21.58 –39.6 –41.2 –16.3
Am Growth B US EQ LUX 10/23 USD 18.36 –40.1 –41.8 –17.1
Am Growth I US EQ LUX 10/23 USD 23.69 –39.2 –40.8 –15.6
Am Income A US BD LUX 10/23 USD 6.81 –17.3 –16.4 –5.7
Am Income A2 US BD LUX 10/23 USD 14.24 –17.1 –16.5 –5.7

Am Income B US BD LUX 10/23 USD 6.81 –17.8 –17.0 –6.4
Am Income B2 US BD LUX 10/23 USD 12.38 –17.5 –17.0 –6.4
Am Income I US BD LUX 10/23 USD 6.81 –17.0 –16.0 –5.2
Am Value A US EQ LUX 10/23 USD 6.91 –40.6 –42.3 –21.0
Am Value B US EQ LUX 10/23 USD 6.44 –41.0 –42.9 –21.7
Am Value I US EQ LUX 10/23 USD 7.37 –40.2 –41.8 –20.3
Asian Technology A OT EQ LUX 10/23 USD 8.92 –44.4 –49.0 –24.9
Asian Technology B OT EQ LUX 10/23 USD 7.90 –44.8 –49.5 –25.6
Asian Technology I OT EQ LUX 10/23 USD 9.86 –44.0 –48.5 –24.2
Emg Mkts Debt A GL BD LUX 10/23 USD 10.02 –32.5 –32.0 –13.2
Emg Mkts Debt A2 GL BD LUX 10/23 USD 11.76 –32.2 –31.9 –13.1
Emg Mkts Debt B GL BD LUX 10/23 USD 10.02 –33.0 –32.6 –14.0
Emg Mkts Debt B2 GL BD LUX 10/23 USD 11.46 –32.7 –32.5 –14.0
Emg Mkts Debt I GL BD LUX 10/23 USD 10.02 –32.2 –31.6 –12.7
Emg Mkts Growth A GL EQ LUX 10/23 USD 18.61 –59.8 –60.8 –22.3
Emg Mkts Growth B GL EQ LUX 10/23 USD 15.96 –60.1 –61.2 –23.0
Emg Mkts Growth I GL EQ LUX 10/23 USD 20.44 –59.5 –60.5 –21.6
Eur Blend A EU EQ LUX 10/23 EUR 9.71 –44.8 –48.5 –24.9
Eur Blend I EU EQ LUX 10/23 EUR 9.90 –44.5 –48.1 –24.3
Eur Growth A EU EQ LUX 10/23 EUR 5.97 –42.7 –45.7 –21.4
Eur Growth B EU EQ LUX 10/23 EUR 5.43 –43.1 –46.2 –22.2
Eur Growth I EU EQ LUX 10/23 EUR 6.44 –42.3 –45.3 –20.8
Eur Income A EU BD LUX 10/23 EUR 5.45 –18.5 –19.8 –10.2
Eur Income A2 EU BD LUX 10/23 EUR 9.75 –18.3 –19.8 –10.2
Eur Income B EU BD LUX 10/23 EUR 5.45 –19.0 –20.4 –10.8
Eur Income B2 EU BD LUX 10/23 EUR 9.15 –18.7 –20.4 –10.8
Eur Income I EU BD LUX 10/23 EUR 5.45 –18.2 –19.4 –9.7

Eur Strat Value A EU EQ LUX 10/23 EUR 7.35 –47.4 –51.6 NS
Eur Strat Value I EU EQ LUX 10/23 EUR 7.45 –47.0 –51.1 NS
Eur Value A EU EQ LUX 10/23 EUR 7.54 –45.8 –49.6 –26.4
Eur Value B EU EQ LUX 10/23 EUR 7.02 –46.2 –50.1 –27.1
Eur Value I EU EQ LUX 10/23 EUR 8.62 –45.4 –49.2 –25.8
Gl Balanced (Euro) A EU BA LUX 10/23 USD 12.50 –41.2 –41.7 NS
Gl Balanced (Euro) B EU BA LUX 10/23 USD 12.32 –41.7 –42.2 NS
Gl Balanced (Euro) C EU BA LUX 10/23 USD 12.44 –41.4 –41.9 NS
Gl Balanced (Euro) I EU BA LUX 10/23 USD 12.63 –40.9 –41.2 NS
Gl Balanced A US BA LUX 10/23 USD 13.21 –36.2 –37.7 –16.2
Gl Balanced B US BA LUX 10/23 USD 12.71 –36.7 –38.3 –17.0
Gl Balanced I US BA LUX 10/23 USD 13.59 –35.8 –37.2 –15.6
Gl Bond A US BD LUX 10/23 USD 8.36 –6.6 –5.7 0.3
Gl Bond A2 US BD LUX 10/23 USD 13.76 –6.4 –5.8 0.3
Gl Bond B US BD LUX 10/23 USD 8.36 –7.3 –6.7 –0.7
Gl Bond B2 US BD LUX 10/23 USD 12.20 –7.1 –6.7 –0.7
Gl Bond I US BD LUX 10/23 USD 8.36 –6.1 –5.2 0.9
Gl Conservative A US BA LUX 10/23 USD 13.15 –21.6 –22.2 –8.1
Gl Conservative A2 US BA LUX 10/23 USD 14.46 –21.5 –22.2 –8.0
Gl Conservative B US BA LUX 10/23 USD 13.14 –22.2 –22.9 –9.0
Gl Conservative B2 US BA LUX 10/23 USD 13.90 –22.2 –23.0 –9.0
Gl Conservative I US BA LUX 10/23 USD 13.17 –21.1 –21.6 –7.5
Gl Eq Blend A GL EQ LUX 10/23 USD 9.06 –51.8 –53.8 –26.4
Gl Eq Blend B GL EQ LUX 10/23 USD 8.61 –52.1 –54.2 –27.1
Gl Eq Blend I GL EQ LUX 10/23 USD 9.47 –51.4 –53.4 –25.8
Gl Growth A GL EQ LUX 10/23 USD 32.90 –52.4 –53.4 –25.2

Gl Growth B GL EQ LUX 10/23 USD 27.79 –52.8 –53.9 –26.0
Gl Growth I GL EQ LUX 10/23 USD 36.19 –52.1 –53.0 –24.6
Gl High Yield A US BD LUX 10/23 USD 3.06 –32.2 –32.7 –13.4
Gl High Yield A2 US BD LUX 10/23 USD 5.80 –31.9 –32.7 –13.4
Gl High Yield B US BD LUX 10/23 USD 3.06 –32.8 –33.4 –14.3
Gl High Yield B2 US BD LUX 10/23 USD 9.44 –32.4 –33.3 –14.3
Gl High Yield I US BD LUX 10/23 USD 3.06 –32.0 –32.3 –13.0
Gl Value A GL EQ LUX 10/23 USD 8.56 –51.1 –54.2 –27.6
Gl Value B GL EQ LUX 10/23 USD 7.96 –51.6 –54.7 –28.4
Gl Value I GL EQ LUX 10/23 USD 9.02 –50.8 –53.9 –27.1
India Growth A EA EQ LUX 10/17 USD 58.56 –57.6 –51.5 –9.7
India Growth B EA EQ LUX 10/17 USD 50.66 –57.9 –52.0 –10.5
India Growth I EA EQ LUX 10/17 USD 60.39 –57.5 –51.4 –9.4
Int'l Health Care A OT EQ LUX 10/23 USD 116.26 –29.1 –29.6 –14.1
Int'l Health Care B OT EQ LUX 10/23 USD 99.24 –29.7 –30.3 –15.0
Int'l Health Care I OT EQ LUX 10/23 USD 125.83 –28.7 –29.0 –13.4
Int'l Technology A OT EQ LUX 10/23 USD 74.84 –47.2 –49.8 –19.5
Int'l Technology B OT EQ LUX 10/23 USD 65.63 –47.6 –50.3 –20.3
Int'l Technology I OT EQ LUX 10/23 USD 83.13 –46.9 –49.4 –18.8
Japan Blend A JP EQ LUX 10/23 JPY 5496.00 –45.0 –49.7 –29.7
Japan Blend I JP EQ LUX 10/23 JPY 5602.00 –44.6 –49.3 –29.1
Japan Growth A JP EQ LUX 10/23 JPY 5733.00 –42.0 –47.2 –28.4
Japan Growth I JP EQ LUX 10/23 JPY 5843.00 –41.6 –46.7 –27.8
Japan Strat Value A JP EQ LUX 10/23 JPY 5250.00 –48.1 –52.4 –30.1

Please turn to next page
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NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
 Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001
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Japan Small/Mid-Cap Equity
Funds that invest primarily in the equities of small- and mid-cap Japansese companies. At
least 75% of total assets are invested in equities. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending October 24, 2008

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

5 Neptune Neptune Investment GBPiUnited Kingdom 15.87 3.66 –0.74 8.85
Japan Opportunities A Acc Management Ltd

4 SGAM Fd Eqs Société Générale EURiLuxembrg –16.60 –22.33–12.29 NS
Japan Target A Acc Asset Management

4 Oyster Japan Oyster Asset JPY iLuxembrg –21.48 –25.32–15.31 NS
Opportunities JPY Acc Management S.A.

5 CF Morant Capita Financial GBPiUnited Kingdom –22.40 –26.27–16.24 3.92
Wright Japan Fd A Acc Managers

4 Swisscanto Swisscanto Holding JPY iLuxembrg –25.98 –30.25–20.87 0.71
(LU) Eq Fd S/M Japan B Acc AG

3 Henderson Henderson Global USDiLuxembrg –26.08 –30.68–21.34 –1.93
Horizon Japanese Sm Com A2 Acc Investors Limited

4 JOHCM Japan J O Hambro Capital EURiIreland –29.29 –30.79–19.02 NS
Fund EUR Inc Management Limited

NS Metropole Métropole Gestion EURiFrance –26.89 –31.25 NS NS
Japanese Smallcap Acc

NS FF - Instl Fidelity (FIL EURiLuxembrg –29.86 –32.49 NS NS
Japan Euro (Luxembourg) S.A.)

NS Fortis L Fortis Investments JPY iLuxembrg –30.52 –33.58 NS NS
Equity Small Caps Japan Acc (BE)

Profit woes, recession fears
send markets down sharply

By Joanna Slater

And Jon Hilsenrath

Sharp moves in global currency
markets are being driven by short-
term factors such as the fear of eco-
nomic distress and the unwinding of
trades that depended on borrowed
money. But the currency swings are
likely to have long-term economic im-
plications for developed and emerg-
ing economies.

The U.S. dollar and the yen have
both soared against nearly every
other global currency over the past
month as investors became con-
vinced that a world-wide recession
was looming.

The dollar has strengthened 16%
against the euro, 24% against the
Mexican peso, and 9% against the Rus-
sian ruble and on Friday it hit a high
against the Indian rupee. The surge
has brought to an end 2µ years of dol-
lar weakness, according to a Federal
U.S. Reserve index that measures the
dollar against 26 currencies.

The yen has risen even more, to
the point that the dollar, despite its
rise, hit a 13-year-low against the yen
Friday.

Moves in the currency markets
witnessed during just a few hours of
trading early Friday “are typically
what we see in a quarter,” wrote
Kathy Lien, director of currency re-
search at Global Forex Trading in
New York.

The volatility is causing its own
problems, making it harder for com-
panies to prepare for currency risks
and creating strains on national econ-
omies. Ultimately, that could cause

governments to step into currency
markets to cajole them into modera-
tion.

Meantime, in many emerging mar-
kets, sharply falling currencies
threaten to destabilize markets and
economies, hearkening back to cur-
rency crises of the past decade.

For other countries, the moves
will play out differently. In the U.S.
and Japan, exports, which have been
bright spots in both economies, are
likely to suffer.

Rising exports have propped up
the U.S. economy in the past year. But
a stronger dollar makes exports more
expensive, and thus harder to sell to
customers overseas. That, combined
with sharply slowing growth abroad,
could prolong and deepen a U.S. re-
cession.

For the past few months, Federal
Reserve officials had come to view
the stronger dollar as a source of com-
fort. The stronger currency made im-
ported goods cheaper, and therefore
eased inflationary pressure. That
gave Fed officials leeway to reduce in-
terest rates as the credit crisis wors-
ened in September and October.

Fed officials meet this week, and
further gains in the currency could
help sway them to cut interest rates
further. The benchmark federal-
funds rate is now 1.5%. Many econo-
mists believe it could be heading to
1%.

For emerging markets, rapid cur-
rency declines have been “very dis-
ruptive,” says Richard Clarida, global
economic adviser at Pacific Invest-
ment Management Co. and a profes-
sor at Columbia University. “It ends
up impairing confidence in markets
and generating an inflation prob-
lem.”

To combat these sharp moves,
Brazil, Mexico, Russia, and India col-
lectively have drawn down their re-
serves by more than $75 billion since
the end of September, selling dollars

to protect their currencies, according
to Win Thin of Brown Brothers Harri-
man.

Hungary implemented an emer-
gency interest-rate increase of three
percentage points last week, to 11.5%,
to defend its currency. By making in-
terest rates higher, officials hope, in-
vestors will be drawn to holding fixed
income investments denominated in
forint, Hungary’s currency.

Governments across a number of
emerging markets are acknowledg-
ing the risks posed by a plummeting
currency. Friday, Brazil once again
stepped into the currency markets—
the latest in a number of such
moves—to defend the Brazilian real.

In the developed world, big de-
clines by the euro and British pound
are signaling that investors believe
large economic slowdowns are at
hand and that central banks are likely
to cut interest rates.

The good to come out of the dol-
lar’s rise is that investors haven’t lost
faith in the world’s most important
currency, which could have seriously
destabilized the world financial sys-
tem.

For years, some economists have
warned that the dollar could tumble,
especially in a financial crisis, be-
cause foreign investors own so many
dollar-denominated assets, like U.S.
Treasury bonds or debt issued by Fan-
nie Mae and Freddie Mac, the mort-
gage-finance firms.

For now, the bigger problem for
multinationals and U.S. exporters is a
sharp decrease in global demand.
“U.S. exports are going to drop not be-
cause the dollar is stronger, but be-
cause nobody is buying anything,”
says Mark Farrington, head of cur-
rency at Principal Global Investors in
London.

U.S. exports grew at a 12% annual
rate in the second quarter, one of the
only bright spots on the economic
scene.

THE INTERNATIONAL INVESTOR

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

Disappointing corporate earn-
ings and intensifying recession wor-
ries slammed Asian stock markets
Friday, leading to drops of 11% in
South Korea and 9.6% in Japan, and
capping a tough week for the re-
gion’s investors.

Elsewhere, Mumbai was down

11% and Hong Kong ended 8.3%
lower. Singapore fell 8.3% to its low-
est level in more than five years.

Markets could continue to de-
cline as companies issue their third-

quarter earnings re-
ports over the next
few weeks, said
Daniel Casali at
Merrill Lynch in

Hong Kong. Many analysts and in-
vestors still haven’t downgraded
their earnings expectations for next
year, he said, suggesting they
haven’t fully accounted for the im-
pact of slowing world economic
growth. “People are going to start to

price in earnings expectations that
have to be revised down, and that
could bring the markets down.”

In Tokyo, the Nikkei Stock Aver-
age of 225 companies tumbled to
7649.08, its lowest closing since
April 28, 2003, as investors spooked
by the strengthening yen and a dire
profit warning from Sony dumped
shares in electronics makers and
other exporters.

“Investors are panicking now
that the financial crisis is clearly af-
fecting company earnings,” said
Shinichi Ichikawa, chief equity strat-
egist for Credit Suisse in Tokyo.

Sony and Sharp, another major
exporter, fell 14%, while Canon lost
13%. Toyota Motor fell 6.4%.

South Korean shares dived below
the 1000 level Friday for the first
time in more than three years. As of
Friday, the index is off nearly 55%
from its closing high of 2064.85 on
Oct. 31, 2007. Investors reacted to
lower-than-expected earnings from
Samsung Electronics, down 14% in
Seoul, and the continuing drop in the
value of the Korean won. LG Elec-
tronics shed 9.8% and Hynix Semi-
conductor fell its daily limit of 15%.

Currency swings disturb
Surges, volatility
hurt the exports
of developed nations

Cast of millions
A dot-com mogul turned
fishing entrepreneur pursues
Atlantic cod > Page 29
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Trading places
Change since July 2008 in the currencies of the U.S.’s top five trading partners,
ranked by the year-to-date value of exports
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T
HE DALAI LAMA
said Saturday he
has given up on

efforts to convince
Beijing to allow
greater autonomy for
Tibet under Chinese
rule. The spiritual
leader said he would
ask the Tibetan people

to decide how to proceed on the dialogue.
China has repeatedly accused the Dalai Lama,

above, of leading a campaign to split Tibet from the
rest of the country. The Dalai Lama has denied the alle-
gations, saying he is seeking greater autonomy for the
region to protect its unique Buddhist culture.

“There hasn’t been any positive response from
the Chinese side,” he said. “As far as I’m concerned
I have given up.” —Associated Press
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Prime minister pledges
to catch journalist’s killer

Focus is on income gap, even as it narrows
Inequality a hot topic
for U.S. candidates;
stocks’ fall hits rich

Dalai Lama has ‘given up’
on dialogue with Beijing

C
ROATIA’S prime
minister pledged
Friday to relent-

lessly pursue the kill-
ers of a journalist slain
in a bombing, promis-
ing that no criminal
would sleep calmly un-
til the case was solved.

Prime Minister Ivo
Sanader, above, convened an emergency session of the
national security council to discuss the death of 47-year-
old Ivo Pukanic, who owned and edited Nacional, an in-
fluential publication known for its investigative journal-
ism. Nacional’s marketing director, Niko Franjic, also
died when an explosive device was placed near their car
in the capital, Zagreb. The killing came just two weeks
after the daughter of a prominent lawyer was shot
twice in the head in the capital. —Associated Press

D
ENMARK’S central
bank Friday raised its
key policy rate for the

second time this month, in-
creasing its key lending rate
to 5.5% from 5% in a move to
support the Danish krone,
which is pegged to the euro.

While many countries cut
rates to help their economy,
Denmark’s rate rise could ag-
gravate economic weakness
stemming from a falling prop-

erty market. Denmark has typically moved interest
rates in line with the European Central Bank to defend
the exchange rate for the Danish currency, which has
been pegged to the euro since 1999. But Friday’s move
marks the third time this month and fourth this year
that the pattern has been broken.  —Joel Sherwood

Sinking all boats
Downturns that lower 
stock-market returns 
also typically reduce
the income share of
the most wealthy. 
Share of total U.S.
income, including 
capital gains that 
accrues to the top 1% 
by total income*

*Ranked by 2006 income
excluding capital gains

Source: “Income Inequality in 
the United States, 1913–1998,”
Thomas Piketty and
Emmanuel Saez 1920 ’30 ’40 ’50 ’60 ’70 ’80 ’90 2000
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By Robert Frank

E CONOMIC INEQUALITY has
become a hot-button issue
on the presidential-cam-

paign trail, with Sens. John
McCain and Barack Obama spar-
ring about spreading the wealth in
America. Yet even as the rhetoric
about inequality is rising, inequal-
ity itself is falling, economists say.

The reason: The financial crisis
is draining the rich of some of their

riches.
Over the past

week, the McCain
campaign at-
tacked Sen. Obama

as “the wealth spreader” for his
now-famous remark to “Joe the
Plumber” that, “I think when you
spread the wealth around, it’s good
for everybody.” Sen. McCain also
likened his Democratic rival’s tax
plan to socialism, because it would
raise taxes on those making more
than $250,000 and lower taxes, or
keep them level, for the middle
class.

“You see,” Sen. McCain said in a
recent radio address, “he believes
in redistributing wealth, not in poli-
cies that help us all make more of
it.”

Sen. Obama, who made the
growing U.S. wealth chasm a pillar
of his campaign from the start, ar-
gues for more-progressive tax poli-
cies that would shrink that gap and
allow more Americans to share in
the country’s economic gains. Cam-
paigning in Florida last week, he
said Sen. McCain’s tax plans—like
President George W. Bush’s—
would “give more and more to
those with the most, and hope pros-
perity trickles down to everyone
else.”

But the debate over rich-versus-
poor ignores the sudden changes
likely to result from the financial
crisis. If history is any guide, the up-
heaval already is shrinking inequal-
ity and could continue to narrow
the wealth gap.

The share of income held by the
richest 1% of Americans has de-
clined during each of the past three
downturns. Between 2000 and
2002, their share fell to 16.9% from
21.5%, according to Internal Reve-
nue Service income data compiled
by economists Emmanuel Saez and
Thomas Piketty.

Their share also fell during the
1990 recession, hitting 13.4% in
1992 compared with 15.5% in 1988.
The steepest decline was during
the Great Depression, when the
richest 1% saw their share of in-
come plunge to 15.5% in 1931 from
23.9% in 1928.

“The Depression may be the
best analogy for today when it
comes to what will happen with in-
come shares,” said Mr. Saez, an eco-
nomics professor at the University
of California, Berkeley. He predicts
the share of income held by the top
1% will probably fall to 18% or 19%
in the next year or two—down
from an estimated 23% or 24% in
2007.

During the Depression, the as-
sets of the wealthy declined along
with their incomes. In 1928 the rich-
est 1% held 36.5% of the nation’s
wealth: by 1932 it shrank to 28%.

Studies by other economists and re-
searchers show similar declines.

The main reason for the de-
clines: Falling stock values. The
wealthiest Americans have a
greater share of their wealth con-
centrated in stocks and financial as-
sets. When stocks plunge, as they
have lately, the rich are hit dispro-
portionately.

The wealthiest 1% of Americans
held more than half the nation’s di-
rect holdings of publicly traded

stocks in 2004, according to the
Federal Reserve. Stocks accounted
for 11% of their wealth, compared
with less than 3% for Americans in
the 50th to 90th percentiles. The
rich also earn more of their in-
comes from stock options.

Of course, the rest of America
also is losing wealth and income—
from falling home prices, rising un-
employment and declining 401(k)
accounts. But rising inequality has
largely been fueled by surges at the

top, and without capital gains or
soaring business profits, those
gains will reverse.

Robert J. Gordon, an economist
at Northwestern University, says
job losses in finance—which ac-
counts for an outsize share of
wealthy income earners relative to
other industries—also will shrink
the income and wealth share of the
rich. Government limits on com-
pensation imposed by the federal
economic-bailout plan also could
have a mild impact, he said.

So could a narrower wealth gap
become the silver lining of the cri-
sis? “Only if you don’t like rich peo-
ple,” says Len Burman of the Tax
Policy Center. “It’s not like their
share decline brings improve-
ments for the middle class or the
rest of America.”

The bigger question is whether
the falling fortunes of the rich and
the coming decline in inequality
will alter plans to tax the wealthy
more. Some Democrats in Con-
gress are urging Sen. Obama to go
even further with his plan to raise
taxes on the wealthy if he becomes
president. That will become harder
if the wealthy have diminished as-
sets.
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Central bank increases
rate to defend currency

By Brenda J. Cronin

The U.S. government releases its
first estimate of third-quarter eco-
nomic output Thursday, and it is likely
to fit in with the dismal landscape.

After a raft of dispiriting data ear-
lier this month, many economists
lowered their forecasts for the na-
tion’s gross domestic product, pre-
dicting contractions in the second
half of the year as well as flat or con-
tracting GDP for the first half of
2009.

Even before the most recent bad
news, a host of conditions, including
declining household wealth and
tightening credit, “conspired to
bring consumer spending and GDP
growth to right around zero,” said
Ben Herzon, of Macroeconomic Ad-
visers. “That’s how we started the
month.” The firm’s predictions

moved negative after grim updates
on retail sales, business inventories
and industrial production.

Macroeconomic Advisers esti-
mates third-quarter GDP declined at
an annual rate of 0.6% and forecasts
that fourth-quarter GDP will decline
at an annual rate of 2.2%. Mr. Herzon
noted that deteriorating financial
conditions could send the fourth-
quarter forecast lower still.

Other economists see GDP con-
tracting or flat through the first half
of 2009. This year, GDP rose at a 0.9%
annual rate in the first quarter and
2.8% in the second, on brisk exports
and consumer spending.

Many economists peg the belea-
guered consumer as the source of the
weakness. Personal consumption is
the largest GDP component, account-
ing for more than 70% of the total.

“There are so many strains

against consumers,” said Michelle
Meyer, of Barclays Capital, citing de-
clining home prices and equity as
well as a weakening labor market.
“One thing helping the consumer is a
reduction in commodity costs. That’s
some offset, but we don’t think it’s
enough.”

Barclays Capital forecasts the
U.S. economy will contract for three
consecutive quarters, starting in the
third quarter of 2008.

According to the Commerce De-
partment, the U.S. last posted real
negative GDP for an entire year in
1991, when it contracted at an annual
rate of 0.2%. In 2007, GDP rose 2%
from the previous year. The slightest
annual real GDP gain this decade was
2001’s 0.8% increase from 2000.

Two consecutive quarters of de-
clining output would place the econ-
omy squarely in what many con-

sider a recession. However, the offi-
cial designation must come from the
National Bureau of Economic Re-
search. The group tracks five key
gauges, including GDP—a volatile
and frequently revised figure—as
well as industrial output, employ-
ment, income and sales, to identify a
recession.

Domestic and international ac-
tion such as making capital injec-
tions into financial institutions may
have a salutary—but far from imme-
diate—effect. Even if the measures
succeed in getting banks lending and
consumers spending, considerable
downside risks persist. A stimulus
package—following the one during
the first half of 2008—may help, but
a draft palatable to lawmakers and
the White House will take time. Until
mid-2009 at the earliest, there is lit-
tle relief in sight.
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Hedge funds slam ‘gates’
on their edgy investors

IPO drought continues
Volatility prevents
offerings in markets
all across Europe

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

By Dawn Cowie

I T HAS been 14 weeks since a com-
pany raised more than $100 mil-
lion via an initial public offering

in Europe, as record levels of volatil-
ity destroy nearly any deal’s chances.

The new-issue drought is the
worst since 1993. The last time a Euro-
pean IPO broke the $100 million bar-
rier was July 22, when Spanish bank
Caja de Ahorros del Mediterráneo,
raised Œ292 million ($374 million) on
Bolsa de Madrid. High volatility, fund
redemptions and concerns about the
growth prospects of companies com-
ing to market have “killed” the
chances of getting IPOs done, bank-
ers say.

“In the last downturn, it was gen-
erally possible to get a deal done at a
price,” said Peter Günthardt, head of
European equity syndicate at UBS.
“But in the past few months there has
been no price at which certain compa-
nies could raise equity capital.”

While a lack of IPOs isn’t Iceland’s
main concern right now, there hasn’t
been a stock-market flotation there
for 87 weeks.

Even emerging-market IPOs have
been put on hold as investors lost

their appetite for risk and the growth
prospects of companies look less cer-
tain.

“Some stories will fly, but one of
the key reasons why investors liked
emerging-market companies was be-
cause they believed in the growth of
these markets as well as rising com-
modity prices. There has been a cool-
ing towards commodities deals but
they will come back,” Mr. Günthardt
said.

It has been 13 weeks since there
was an IPO on the London Stock Ex-
change’s main market and that deal,
by U.K. outsourcing-services com-
pany Norcon PLC, raised only $3 mil-
lion, according to data provider
Thomson Reuters. That compares
with 11 weeks with no new listings on
the New York Stock Exchange, 18
weeks without flotations on Deut-
sche Börse and 46 such weeks in Rus-
sia’s main market.

Although Euronext Paris has suf-
fered from a shorter drought—its
last new listing was seven weeks ago—
none of the companies that came to
market over the past year raised
more than $100 million.

The unprecedented level of mar-
ket volatility has meant that IPOs
have ground to a halt, irrespective of
name or sector. Germany’s Schott So-
lar almost crossed the line this
month but faltered as the Chicago
Board Option Exchange’s volatility in-
dex soared. The VIX, which is a mea-
sure of investor fear, hit 70.3 on

Oct. 17, compared with a peak of 43.7
in 2001 after the Sept. 11 terrorist at-
tacks.

Ed Law, co-head of Western Euro-
pean equity capital markets at Deut-
sche Bank, said: “Volatility is the real
killer of IPOs. It is very difficult to
price a deal over two weeks when the
comparables in the market are mov-
ing by 5% to 10% a day.”

Craig Coben, managing director
of European, Middle East and Africa
ECM at Merrill Lynch, said: “Even if
an issuer is not price-sensitive and is
able to scrape together money…to
get a deal done, it would be deeply in-
advisable to go ahead with a flotation
because there will be no buyers in the
aftermarket.”

Even when a degree of stability re-
turns to the market next year, bank-
ers expect few new listings. Mr.
Günthardt estimated that when the
market reopens, IPOs will be possible
only for high-quality companies with
a market capitalization above $1 bil-
lion that are raising $250 million or
more.

Of the 111 IPOs in Europe so far
this year, 90 raised less than $100 mil-
lion, while only three raised more
than $1 billion, according to Thom-
son Reuters.

The absence of short-term hedge
fund buyers is also hurting the IPO
market.

“The quality of companies com-
ing to market towards the end of the
bull market was not that great but

there were short-term hedge funds
buyers that would take and sell
stocks immediately,” said Sam
Mahtani, director of emerging mar-
kets at fund manager F&C.

Without hedge funds, equity syn-
dicate desks will have to focus on clas-
sic long-only institutions as well as
pension funds and sovereign-wealth
funds, according to bankers.

Mr. Günthardt estimated that
hedge funds bought 25% to 30% of
IPOs on average in the listings boom
since the second half of 2004. How-
ever, he didn’t think that the hedge-
fund involvement in IPOs would be
“permanently damaged” by the
credit crisis.

Another long-term implication of
the credit crisis will be an increase in
the cost of raising equity capital as in-
vestors expect higher rates of return
to compensate for increased invest-
ment risks. “One thing that the credit
crisis has shown is that equity can
get completely wiped out. That is
likely to follow through into the cor-
porate world to some extent next
year,” Mr. Günthardt said.

The cost of capital will also be af-
fected by investors’ wariness about
growth predictions. Valuations of
emerging-market companies have al-
ready fallen from about 15 times for-
ward earnings to about eight times,
according to Mr. Mahtani.

The long dry spell
Volatility and a lack of investors have killed most initial public offerings

Note: Data excludes fund listings Source: Thomson Financial
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By David Walker

Some high-profile hedge-fund
managers have restricted how much
and when investors can withdraw
their funds, as the industry struggles
to stem a wave of redemptions and
poor performance.

The restrictions cover hedge-fund
assets worth an estimated $21 billion.
Centaurus Capital LP, and Polygon In-
vestment Management Ltd. have put
“gates” in place, limiting what propor-
tion of assets investors can withdraw
on one redemption date. Gottex Fund
Management Holdings AG, Wermuth
Asset Management GmbH, Auriel
Funds PLC and Atlantis Investment
Management Ltd. have suspended
withdrawals in October until further
notice. Atlantis said it did this to en-
sure all investors were treated fairly.

Funds including RAB Capital, Ra-
mius Capital, BlueBay Asset Man-
agement and Henderson Global In-
vestors have proposed favorable fees
for investors for some of their funds
so investors will stick with them. The
gates, vetoes and sweeteners have
been instituted to discourage inves-
tors who pulled a record $31 billion
from their funds last quarter from do-
ing the same on Dec. 31, the next re-
demption window for most funds.

Chris Jones, chief investment of-
ficer at fund-of-hedge-funds Key As-
set Management, said he hadn’t seen
as many restrictions on redemptions
since 2005. “If you have an illiquid
portfolio with distressed securities,
you should not be expected to be able
to get your money back in a month,”
Mr. Jones said.

Jérôme de Lavenère Lussan, man-

aging partner at investment manage-
ment consultancy Laven Partners,
said the “more famous hedge funds”
were more likely to enact gates “be-
cause they have seen so much de-
mand in the past they can impose con-
ditions maybe others could not get
away with.”

Bruno de Pampelonne, chief execu-
tive of Tikehau Investment Manage-
ment, said the two-day suspension on
the company’s credit fund didn’t re-
strict investors, but managers should
consider investors wanting to remain
invested when suspending redemp-
tions. “In some cases, suspensions
and gates make sense to protect fund
investors, because in some markets
there is no liquidity and prices of as-
sets have no real connection with
their economic value.”

Centaurus said its proposed re-
structuring would allow some re-
demptions and provide favorable fees
in return for investors committing
their money. Polygon, Gottex, Ramius
and Henderson declined to comment.
Wermuth confirmed the suspension
on its Greater Europe fund, which is
down nearly 27% this year, and said it
couldn’t predict when it would re-
sume valuations. BlueBay Asset Man-
agement didn’t return calls.

Carbon Emissions
Trading
12 - 13 November 2008, London

Course objeCtives

A two-day course in Carbon Emissions
Trading designed to give the participants a
theoretical background to trade Carbon Emission
instruments and the ability to benefit from these

• Understand what the IPCC reports mean
• Learn the international institutional setup
• Get a grip on the EU - Emission Trading

System (EU-ETS)
• Assess the difference between hedging and

speculation for your own company
• Understand the dynamics between carbon

and electricity price
• An analysis of the factors that determine

carbon price
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To book call Tracey Hugget on:
Tel: +44 (0) 20 7749 0230 or
Email: thuggett@efinancialnews.com
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