
European markets fell hard at
the open, but recovered some
of their losses in response to
early gains in the U.S. Investors
continue to focus on concern
that governments can’t do
much to stave off an impending
recession. Governments acted
to bolster confidence. Page 1

n Asian shares dropped as in-
vestors grew nervous about con-
tagion from the credit crisis.
Hong Kong fell almost 13%, and
Tokyo stocks lost 6.4%. Page 1

n U.S. stocks declined late in a
session that had included triple-
digit intraday gains for the
Dow Industrials. Page 20

n Hungarian shares fell de-
spite a pledge of IMF aid, as in-
vestors awaited concrete de-
tails of the arrangement. Page 7

n Deutsche Post cut its 2008
earnings forecast and scrapped
its 2009 outlook, citing a weak
third-quarter performance at
its express operations. Page 2

n KBC announced a $4.4 billion
cash injection from Belgium,
saying it had to act to stay on
equal footing with rivals. Page 2

n More U.S. banks said they’re
getting federal money, taking
the total allocated to two-
thirds of the $250 billion for
capital injections. Page 19

n Mitsubishi UFJ said it would
raise up to $10.47 billion in a
share issue, as stock-market
losses dent confidence in Ja-
pan’s top banks. Page 19

n Paris prosecutors opened a
probe into a large trading loss
at Caisse d’Epargne. Page 23

n Verizon’s profit rose 31% with
a boost from its wireless unit, but
the carrier warned of slow spend-
ing for the rest of the year. Page 6

n Austria extended the tender
for Austrian Airlines for two
months after a bidder demanded
the government take on some of
the carrier’s debt. Page 4

n Goldman Sachs approached
Citigroup in September about a
possible merger, a person famil-
iar with the matter said. Page 21

Investors flee
Asian shares
to avoid risk

Obama’s race remains
a wild card in election

G-7 finance chiefs issued an
emergency statement warning
investors against pushing up the
yen too much. It was the first
time since September 1999 that
the group mentioned the Japa-
nese currency on its own, but
traders showed only a limited
reaction. Meanwhile, Trichet sig-
naled that the European Central
Bank is likely to cut interest
rates next week. Page 3

n Iraqi officials warned that a
U.S. military raid into Syria
could be used by opponents of
a security agreement under ne-
gotiation with the U.S. Page 8

n Pakistan said missiles from
a U.S. pilotless drone killed at
least eight, including a Taliban
commander tied to attacks in
Afghanistan. The U.S. didn’t im-
mediately comment. Page 8

n Insurgents shot down a U.S.
helicopter after exchanging fire
with its crew in Afghanistan,
but the crew survived. A suicide
bomber killed two U.S. soldiers.

n U.S. agents said they broke
up a plot by two neo-Nazis to
assassinate Obama and kill 102
black people in Tennessee.

n Ted Stevens, the longest-
serving Republican in the U.S.
Senate, was found guilty on
seven charges of corruption.

n The U.S. is boosting efforts
to transfer Guantanamo Bay de-
tainees to their home countries,
but differences with Middle East-
ern governments remain. Page 7

n Saakashvili dismissed Geor-
gia’s prime minister as opposi-
tion criticism of the president’s
handling of August’s five-day
war with Russia grew. Page 32

n U.N. peacekeepers used heli-
copter gunships against advanc-
ing rebels in eastern Congo, as
government troops retreated and
civilians demanded protection.

n Sudan said the kidnappers of
nine Chinese oil workers killed
five of the men, execution-style.

n Four center-right parties in
Lithuania agreed to form a coa-
lition government after win-
ning a majority of seats in a
parliamentary election. Page 7

n Five officials in the Mexican
attorney general’s office were ar-
rested on allegations they were
informants for a drug cartel.

By Gerald F. Seib

We’re about to learn the answer
to the great, sometimes unspoken
question that hangs over Campaign
2008: How will race affect the out-
come?

The reality is, with just days to
go in the U.S. presidential race, no-

body knows for
sure. Figuring out
which and how
many white voters
will be reluctant or

flatly unwilling to pull the lever for
the African-American candidate,
Sen. Barack Obama, is impossible to
determine from either polling data
or experience.

Polling data are unreliable be-
cause few voters would admit to a to-
tal stranger—in this case, a poll in-

terviewer—that they harbor what
might be considered racist senti-
ments. Chicago-based Democratic
pollster Mike McKeon says his sur-
vey work shows that voters are well
aware of the “stigmatism of rac-
ism,” but the effects of that stigma-
tism are hard to gauge. It could
mean that some whites really do
have trouble voting for a black candi-
date and won’t admit it. Or it could
have the opposite result: Some
whites end up feeling they have to
vote for a black candidate to con-
vince themselves they don’t harbor
racist sentiments.

Nor is history a reliable guide.
There has been no campaign before
like this one, and Sen. Obama—son
of a white mother and black father,
born in Hawaii, educated on both

Please turn to page 31

Doubts prevail as efforts
to spur economy falter
ECB nears a rate cut
as France, U.K. work
to address downturn

Editorial&Opinion

A massive selloff in Asian shares
Monday highlights growing inves-
tor nervousness over emerging vul-
nerabilities in a region until re-
cently considered relatively safe
from crisis contagion.

Tokyo shares fell 6.4% to their low-
est level in 26 years and Hong Kong’s

stock market fell 12.7% as fearful in-
vestors pulled out of the region’s eq-
uity and currency markets. The Phil-
ippines benchmark index in Manila
fell 12.3%, while Bangkok tumbled
10.5%. Shanghai fell 6.3%, Taiwan
shed 4.7% and Mumbai lost 2.2%.

Only South Korea defied the
trend, closing modestly higher after
the central bank announced a sur-
prise, three-quarter percentage-
point rate cut.

European markets fell sharply as
well Monday. Investors were watch-

Please turn to page 30

CAPITAL
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Neither history nor polls provide clear insights on how Sen. Barack Obama’s race
will affect the outcome of the U.S. presidential election.

By Alistair MacDonald

and Marcus Walker

LONDON—Markets across Eu-
rope dived and then regained some
ground, ending lower Monday as
worries about recession grew into
concern that governments can’t do
much to solve one.

Banks in Germany and Sweden
tapped government funding,
among other measures to bolster

their funds, and several govern-
ments took steps to try to reassure
investors about their economies.

U.K. Prime Minister Gordon
Brown reiterated that his govern-
ment will increase borrowing in
the short term to help the U.K.
economy through the downturn.
French President Nicolas Sarkozy,
concerned about the prospect of
rising unemployment, is expected
to lay out Tuesday a series of mea-
sures designed to relieve the ef-
fects of higher unemployment, in-
cluding steps to make it easier for
workers who have been laid off to
find jobs, according to an official
at the French Ministry of Economy

Please turn to page 30

Lessons learned?
Europe’s bank supervisors must
work together better to avoid
another meltdown. Page 12
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What’s News—
Business & Finance World-Wide

Fears rise in auto industry
as GM, Chrysler seek aid
NEWS IN DEPTH | PAGES 14-15

Ten U.S. banks will get
federal capital infusions
MONEY & INVESTING | PAGE 19

By Peter Stein and Laura
Santini in Hong Kong and
Hiroko Tabuchi in Tokyo

Reuters

Heading lower
Trichet signaled ECB is likely to
cut rates next week ................... 3

Money & Investing > Page 19

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8175.77 -203.18 -2.42
Nasdaq 1505.90 -46.13 -2.97
DJ Stoxx 600 195.04 -3.78 -1.90
FTSE 100 3852.59 -30.77 -0.79
DAX 4334.64 +38.97 +0.91
CAC 40 3067.35 -126.44 -3.96

Euro $1.2455 -0.0256 -2.01
Nymex crude $63.22 -0.93 -1.45
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Brands are notoriously
difficult to value. But in
times of crisis consumers
value the names they trust
which, as Danone’s experi-
ence in China shows, trans-
lates into sales and profit
for companies that own
them. Danone’s brand
strength may also come
into its own on a global
scale as consumers struggle
through a downturn.

The melamine milk-con-
tamination scandal has
turned Chinese and other
Asian consumers off the

products of many of
Danone’s competitors.

Danone’s brands are
strong in other ways. The
dairy, water and nutrition
company has raised prices
as raw-material costs have
soared without sales suffer-
ing too much. Revenue from
milk products rose 8.2% in
the third quarter despite a
0.2% drop in volume.

The sharp falls in com-
modity prices, coupled with
Danone’s recent efficiency
drives, should see margins
expand in the months ahead

even if demand remains
soft. Danone’s new lower-
priced dairy products have
yet to cannibalize sales of
their premium-priced ones.

Danone is also a shrewd
asset juggler. It has just
sold New Zealand beverage
business Frucor, which re-
duces Danone’s exposure to
sluggish developed markets
and raises Œ600 million
($755 million) to trim debt
incurred with the Œ12 bil-
lion buy of Dutch nutrition
company Numico.
 —Molly Neal

Never underestimate the
ability of Japan’s bank exec-
utives to mess up a good
thing.

Mitsubishi UFJ Finan-
cial Group says it will raise
as much as $11 billion by
selling stock. If the usual
herd mentality prevails,
other Japanese banks are
sure to follow.

A recent spending spree
has left MUFG poorly
equipped to absorb stock
losses and the potential for
loans to sour.

In the past month, Ja-
pan’s biggest bank by assets
has paid $9 billion for a
stake in Morgan Stanley,
spent about $3.5 billion for

the balance of UnionBanCal
it didn’t own and raised its
position in Japanese con-
sumer-finance company
Acom for $1.7 billion.

The bank also is sitting
on $3.6 billion in unrealized
losses on structured-prod-
uct holdings, in addition to
stakes in other companies,
especially customers and
companies that fall under
the Mitsubishi keiretsu.
Those holdings were valued
at about $66 billion in June.
Since then the Nikkei 225
Stock Average has nearly
halved in value.

Stock-market losses and
the spending could cut
MUFG’s Tier-I capital-ade-

quacy ratio by 0.9 point, fig-
ures NikkoCitigroup. At the
end of June the ratio stood
at 7.33%.

It would be reassuring if
Japan’s banks were success-
ful in going to the market
for funds. Doing so will en-
sure the banks avoid all the
strings that come attached
to Japanese government aid
that were imposed after
bailouts in the late 1990s.

Still, after apparently
learning from the bad-loan
debacle that led to those
bailouts, MUFG seems to
have skipped the class on
managing capital.

 —James Simms

Danone’s brand of milk and money

Gulf has cushion to ride out hard times
The credit crunch and

the global slowdown’s hit to
oil prices have left the econ-
omies of the Persian Gulf
looking unusually shaky.
But any assessment of their
future should take into ac-
count the region’s achieve-
ments in the past five years
of plenty—not least a fore-
cast $150 billion in budget
surpluses for 2008.

There’s little doubt the
Gulf economies are under
stress. Were oil to fall to-
ward the $15-a-barrel low
last seen at the start of the
decade, the most indebted

Gulf sheiks might default on
their loans. Foreign direct
investment would shrink.
The $2.2 trillion capital
spending binge that has un-
derpinned the region’s real-
estate boom would end.

But unless oil does fall
below $30 a barrel, the In-
ternational Monetary Fund
reckons most Gulf states
can comfortably balance
their budgets because
they’ve marshalled their fi-
nances better than in previ-
ous booms. The Gulf states
are also running more diver-
sified economies thanks to

the partial opening up of fi-
nancial markets.

The Gulf economies
aren’t so open that they’re
completely at the mercy of
the turmoil in the U.S., Eu-
rope and some emerging
markets. The Gulf’s cur-
rency pegs to the dollar ap-
peared a big handicap only
a few months ago.

Now they seem like an
advantage as the dollar
surges against major curren-
cies. While the Gulf’s boom
is over, the region may yet
stave off a major bust.
 —Andrew Critchlow

Saakashvili to replace
Georgia’s prime minister
Ambassador to be
named as next PM;
a battered economy

MUFG and the herd
Source: Thomson
Reuters Datastream
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By Samantha Shields

TBILISI, Georgia—Georgian Pres-
ident Mikheil Saakashvili dismissed
his reformist prime minister on
Monday, as opposition criticism of
Mr. Saakashvili’s handling of Au-
gust’s five-day war with Russia
grew.

Mr. Saakashvili said in televised
remarks that he would replace Lado
Gurgenidze with the country’s
35-year-old, Oxford-educated am-
bassador to Turkey, Grigol Mgalo-
bishvili, who will form a new cabi-
net for parliament’s approval.

After Russian troops crushed
Georgia’s army and occupied large
areas of the country, Mr. Saakashvili
enjoyed a burst of patriotic popular-
ity and an informal opposition mora-
torium on criticism.

But the war left an estimated
100,000 Georgian refugees and
badly battered Georgia’s economy.
Russian troops, meanwhile, have
taken control of two separatist re-
gions that Mr. Saakashvili had prom-
ised to return to Georgia.

Foreign investors, a key force be-
hind the country’s economic recov-
ery, have been scared off. Mr. Gur-
ganidze said at a U.S.-Georgia Busi-
ness Summit hours before his dis-
missal that he expected the shock of
the war, coupled with the current
global financial crisis, to cut Geor-
gia’s growth to 3.4% this year from

12.4% in 2007.
Opposition leaders have called

for demonstrations in Tbilisi on
Nov. 7, the first anniversary of a vio-
lent government crackdown on
street protestors angry about low
standards of living and alleged au-
thoritarianism.

Earlier on Monday, Nino Burjan-
adze, a onetime Saakashvili ally
who is now a critic, said she would
form a “clear-cut opposition party”
called the Democratic Movement—
United Georgia.

“Those people who are currently
in power are not able to overcome
existing threats,” Ms. Burjanadze
said in a statement.

Shalva Lazariashvili, an adviser
on security issues to Ms. Burjan-
adze’s think tank, the Foundation
for Democracy and Development,
said the removal of the prime minis-
ter Monday is an effort by Mr.
Saakashvili to “to lower the political
temperature ahead of the Novem-
ber 7 protests.”

In his televised address, Mr.
Saakashvili said he planned to re-
move Mr. Gurgenidze, who had been
appointed after the protests last
year.

“When I appointed Lado Gur-
genidze as prime minister we
agreed he would work for one year
and he has done excellent work dur-
ing this year.

He faced extraordinary chal-
lenges during his time in office,” Mr.
Saakashvili said.

Mr. Gurgenidze, 37 years old, is a
former banker who had been
charged with attracting foreign in-
vestment to Georgia and maintain-
ing its double-digit growth rates.

Had we been around then, this
would have been financed by us.
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By Julia Mengewein

FRANKFURT—Deutsche Post
AG on Monday slashed its earnings
forecast for 2008 and scrapped its
2009 outlook, citing a weak third-
quarter performance at its express

operations, which include the DHL
logistics and delivery business.

The profit warning highlights
the German mail and logistics com-
pany’s woes in the U.S., where it
has run up billions of dollars in
losses trying to expand its DHL
business but has failed to break the
dominance of U.S. rivals United Par-
cel Service Inc. and FedEx Corp.

Separately, Deutsche Post said
Monday that it would step in to
help its majority-owned retail-
banking unit Deutsche Postbank
AG raise as much as Œ1 billion
($1.26 billion) to boost its balance
sheet, after Postbank reported a
Œ449 million third-quarter pretax

loss on trading losses and its expo-
sure to collapsed U.S. investment
bank Lehman Brothers Holdings
Inc.

In the three months ended
Sept. 30, Deutsche Post said its ad-
justed earnings before interest
and taxes dropped 8% from the
year-earlier Œ468 million, blam-
ing a deterioration in the global
economic environment. The com-
pany is to report full third-quarter
earnings on Nov. 10.

Deutsche Post said it now ex-
pects 2008 Ebit of about Œ2.4 bil-
lion—down about 10% from a year
earlier and 17% less than its previ-
ous forecast. The company had ear-
lier forecast full-year Ebit of Œ2.9
billion, adjusted to exclude the con-
tribution of Deutsche Postbank af-
ter its agreement to sell a 29.75%
stake in Postbank to Deutsche
Bank AG.

Looking ahead to 2009, Deut-
sche Post said it still expects to in-
crease its profit, but it is withdraw-
ing its Œ3.4 billion target for under-
lying Ebit, which excluded contri-
butions from Postbank. The com-
pany said it will issue a fresh fore-
cast “once the economic prospects
are sufficiently clear.”

Deutsche Post’s Dutch rival TNT
NV is also suffering from the eco-
nomic downturn. TNT on Monday
posted a 32% drop in third-quarter
earnings on slowing premium ex-
press volumes in Europe and surg-
ing fuel costs. The company, which
had issued a profit warning two
weeks ago, Monday lowered its
2008 outlook for its express busi-

ness and said it will take more ag-
gressive cost-cutting measures.

TNT said net profit fell to Œ113
million from Œ167 million a year
earlier. Revenue rose 1.5% to Œ2.69
billion from Œ2.65 billion. The com-
pany said that its mix of busi-
nesses led to overall revenue
growth, but with a lower operat-
ing margin, partly because of
higher financing costs.

In Frankfurt Monday, shares in
Deutsche Post were down 17% to
Œ8. TNT shares were down 8.2% to
Œ14.65.

Deutsche Post’s profit warning
“didn’t come as a surprise, but in
the current market environment,

investors simply start selling their
shares fast,” said NordLB analyst
Martina Noss. She added that Deut-
sche Post had always said its out-
look was valid only as long as the
economic environment didn’t
worsen.

“The company is still well-fi-
nanced, and while Ebit will fall in
2008, it still expects a small
growth for 2009, which is posi-
tive,” she said.
 —Stefan Kloet in Amsterdam

contributed to this article.
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By Carolyn Henson

And Alessandro Torello

BRUSSELS—Belgian bank and in-
surer KBC Group NV became the lat-
est European bank to seek govern-
ment help, announcing a Œ3.5 billion
($4.4 billion) cash injection from the
Belgian state to provide an added
buffer amid market turmoil.

The lender said that while its sol-
vency and liquidity have remained
strong, it had to act in order to com-
pete on equal footing with rivals
such as Dutch-Belgian bank Fortis
NV, Franco-Belgian lender Dexia SA
and Dutch bank ING Groep NV, which
have received government support.
Prior to Monday’s move, KBC had
been the only major player in the Bel-
gian banking market not to seek
state help.

The cash injection is also aimed
at reassuring the market after KBC’s
shares hit 12-year intraday lows Fri-
day, with investors spooked by its ex-
posure to hard-hit emerging econo-
mies in Eastern Europe.

In a transaction that echoes the
Œ10 billion deal that ING made with
the Dutch government last week, al-
beit on a smaller scale, KBC will issue
Œ3.5 billion in nonvoting securities to
the Belgian state. The move, which
won’t dilute KBC’s capital, will raise
the bank’s core Tier-1 capital ratio—a
measure of financial strength—to
8.2%, 2µ times the required mini-
mum. The bank said it won’t pay
shareholders a dividend this year.

“It is prudent to proactively

strengthen our excess capital further
in order to consolidate and reinforce
our competitive position,” Chief Exec-
utive Andre Bergen said. The deal is
expected to close by the end of No-
vember, he added.

Monday’s deal marks the Belgian
government’s fourth banking bailout
in recent weeks. Fortis, Dexia and Bel-
gian mutual-insurance company Eth-
ias have all sought rescue. Overall,
the Belgian government has pumped
in almost Œ20 billion, Finance Minis-
ter Didier Reynders said.

The capital support will enable
KBC to absorb any losses that could
come from further write-downs, im-
pairments and loan losses following
the economic downturn, said ana-
lyst Ton Gietman at Petercam, and
should remove worries for both cli-
ents and investors.

“We expect KBC will be able to
generate sufficient excess cash going
forward to pay off the Œ3.5 billion rel-
atively quickly,” said analyst Ivan
Lathouders at Bank Degroof.

KBC has a strong retail base in Bel-
gium as well as a second home mar-
ket in Central and Eastern Europe, in-
cluding the Czech Republic, Poland,
Hungary, Slovakia and Russia. Its
emerging-markets franchises con-
tribute about a third of its profit.

Last month, it warned that heavy
losses in the third quarter due to
write-downs on its investment port-
folio would lead to a net loss of Œ880
million to Œ930 million for the quar-
ter. It is due to report third-quarter
earnings Nov. 6.
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Harrah’s Entertainment changes its game
Company cuts back
amid tough times
and high debt load

An industry downturn and debt obligations are forcing Harrah’s to rethink what it
spends to lure customers.

Australian billionaire quits
board of Consolidated’s PBL

By Tamara Audi,

Peter Lattman

And Jeffrey McCracken

Gambling giant Harrah’s Enter-
tainment recently cut the hours at
some of its casino VIP lounges, and
even replaced plates full of hearty
sandwiches with bruschetta and
hummus. The moves riled Harrah’s
middle-market customers, who are
accustomed to getting the high-
roller treatment in exchange for
their loyalty.

The changes were a small sign of
larger problems at the U.S.’s biggest
casino company.

When private-equity firms TPG
and Apollo Management LP struck
a deal to buy the company for $17.3
billion in 2006, its market-leading
position was viewed as a license to
print money. But with consumer
spending in retreat and real-estate
markets in turmoil, Harrah’s has in-
stead become a license to lose it.

These days Harrah’s labors under
$23.9 billion in debt, much of it
strapped on to fund the buyout. Its
bonds trade at depressed prices. The
cost of insuring against Harrah’s de-
faulting on its debt, via credit de-
fault swaps, is among the most ex-
pensive on the market.

In August, the company reported
a $97.6 million second-quarter loss,
compared with a net income of
$237.5 million a year earlier. Indus-
try watchers say the company has
enough cash to survive in the near
term, but may be hard-pressed to
outlast an extended consumer crisis.

TPG and Apollo, who each in-
vested $1.3 billion, already wrote
down their Harrah’s stakes by about
20% just months after the buyout

closed in January. They and their co-
investors—including Blackstone
Group,whichinvested$275million—
are going to have to mark their hold-
ings down by much more, according
to people familiar with the deal. At
least one co-investor, New York-
based GoldenTree Asset Manage-
ment, has written down its Harrah’s
investment by 75%.

Problems at Harrah’s may be just
the start of a reckoning at companies
purchased in a private-equity buy-
ing binge between 2005 and 2007.
Many of those deals were designed
to withstand an economic down-
turn, but not one as severe as the one
thatmanyeconomists arenowantici-
pating.

In such an environment, huge
debt payments crimp a company’s
ability to grow and invest. In the
worst case, the debt load can push a
company to the brink.

The 71-year-old gambling giant
operates marquee brands like Cae-
sars Palace, and owns or manages
36 casinos across the U.S., plus out-
posts in the U.K., Egypt, South Af-
rica, Uruguay and Canada.

“The leverage is so off-the-
charts, and we don’t know where
the bottom is,” said Peggy Hollo-
way, senior credit officer with
Moody’s Investors Service, which
has lowered Harrah’s credit rating
since the buyout.

Executives involved in the deal
say the terms of Harrah’s debt pack-
age gives them the financial flexibil-
ity to ride out the storm. They in-
clude “covenant-lite” loans, which
allow a company’s financial per-
formance to worsen before credi-
tors can intervene. The owners also
say operating Harrah’s as a private
company allows them to be more
ruthless about cost cuts.

But it is tricky to make cuts in a
business in which customers count
on some level of extravagance. Har-
rah’s customers have been espe-
cially spoiled by perks they earn

through a loyalty plan, called Total
Rewards,that issimilar to airline fre-
quent-flier programs.

“The question for Harrah’s is:
How to maintain profitability while
maintaining the brand?” asks John
Boushy, a former Harrah’s executive.
Harrah’s is scrambling to cut costs
where it can, laying off hundreds of
employees, deferring development
projects key to its growth plans—
like a Margaritaville-themed casino
in Mississippi—and trimming cus-
tomer services.It is putting off refur-
bishment of casinos that need
facelifts.

One approach has been to create
marketing buzz without spending
cash. For example, the author Jackie
Collins made appearances at 14 Har-
rah’s properties in July to help
launch her latest book, “Married
Lovers.” Harrah’s did not pay Ms.
Collins an appearance fee, said
David Norton, Harrah’s chief market-

ing officer, but offered her a venue
and an audience.

Harrah’s chief executive Gary
Loveman said the current economic
conditions were not expected when
the deal was first struck. Before the
deal closed, however, Harrah’s ran
scenarios to prepare for a situation
in which “the world got very bad.”

“We were planning on the busi-
ness to continue to be robust,” Mr.
Loveman said. “We were not antici-
pating that the world would fall into
the circumstances it is in today.”

The company is not alone: public
shares of rivals Las Vegas Sands
and MGM Mirage are down 94% and

87%, respectively.
Even with relatively lenient

terms on its existing debt, Harrah’s
is trying to negotiate more financial
flexibility with its lenders and bond-
holders, said two people familiar
with the situation. For example, it
has considered using some of a $2
billion revolving credit facility to
buy back some of its debt. That
would help significantly reduce Har-
rah’s $2 billion estimated annual in-
terest expense, but would harm the
company’s ability to refurbish loca-
tions.

The company has also shopped
some assets for sale, but prices have
been unattractive so far. Mr. Love-
man says the company “can hold out
indefinitely” against economic tur-
moil by cutting costs, centralizing
purchasing, and slowing down the
rate of investment in technology. Mr.
Loveman said he works every day on
looking for savings “without doing
any long term damage.”

Harrah’s points out that it has
$1.2 billion in cash—though $500
millionmustbesetaside to fundgam-
bling operations and pay outs—to
help it through an economic famine.
Harrah’s officials note their casinos
are outperforming in some markets,
and that unlike competitors MGM
Mirage and Wynn Resorts, Harrah’s
has no new multibillion-dollar Vegas
properties that risk opening with a
thud.

TPG and Apollo factored in a pos-
sible downturn when considering
whetherto buy Harrah’s.But an exec-
utive closely involved with the deal
described the predicament they’ve
now found themselves in. “The prob-
lem is that this is worse than the
worst-case scenario.”
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Gauging impact of Obama’s race

FROM PAGE ONE

U.S. coasts—doesn’t fit any molds.
Hence the uncertainty. Obama

campaign leaders have argued all
year that race would have a minimal
impact, and the economic issue
might well be smothering all other
considerations. On the other hand,
longtime Republican operative Bill
Greener, in a piece just published on
Salon.com, says past elections sug-
gest that voters who still look unde-
cided are likely to break against Sen.
Obama. In campaign-ending polls,
Mr. Greener writes, “if you’re a black
candidate running against a white
candidate, what you see is what you
get,” because there won’t be many
undecided voters jumping on board.

Mindful of all that, there seem to
be four scenarios for race’s impact
on the voting on Nov. 4:

n Race will make no real differ-
ence. If you simply look at public
polling data, that is the conclusion
you would draw. In the latest Wall
Street Journal/NBC News poll, for
example, just 4% of those surveyed
said Sen. Obama’s race makes it less
likely they will vote for him, and
they were partially offset by 2% who
said his race made it more likely.
More than 90% said race was a mi-
nor factor or no factor at all.

More voters, in fact, said Sen.
John McCain’s age was a factor in
their decision. Of course, there is

less stigmatism attached to voicing
concern about age than about race,
which makes it hard to gauge the ve-
racity of such responses.

n Undecided voters will break
heavily against Sen. Obama because
of race, hurting him in key states.
This theory says that many of those
who aren’t committing won’t admit,
either to themselves or a pollster,
that they don’t intend to vote for an
African-American. But they aren’t
really undecided so much as unde-
clared. If that’s true, Mr. Greener
writes, Sen. Obama could have trou-
ble in any key state where he isn’t al-
ready polling above 50%, because he
isn’t likely to get many of those who
still appear uncertain.

In the most recent Journal/NBC
News poll, voters who describe
themselves as undecided on either
of the two major candidates amount
to about 6% of the voting popula-
tion, and those who are only leaning
toward Sens. Obama and McCain—
and hence could be considered unde-
cided—make up a couple of percent-
age points more.

The question about this theory,
notes Democratic pollster Mark
Mellman, is whether Sen. Obama is
really going to “lose” any voters
who move against him because of
his race, or whether they were
never really available to him in the
first place. The question, Mr. Mell-

man says, is: “Would any of those
people have voted for another Demo-
crat?”

n Many white voters will break
against Sen. Obama because of race,
but their defection will be offset by
giant black turnout in all the places
that matter, and votes from other
whites who want to back a black can-
didate because they see doing so as
a satisfying act showing America
has transcended race.

Under this theory, big African-
American turnout for Sen. Obama in
states such as Missouri, Pennsylva-
nia and Virginia will swamp any la-
tent white racist vote. Hence, race
becomes a positive, rather than a
negative, factor for the Democrat in
the end.

n Undecideds will break against
Sen. Obama, but for reasons having
nothing to do with race. This theory
holds that, after a year of national fas-
cination with Sen. Obama, voters
who say they are undecided really
have decided: They are not going to
vote for him, but don’t want to admit
it lest they be accused of racism.
Their problems, though, are with his
level of experience, or anxieties about
Democratic cultural or tax policies.

Of course, that will be a hard sce-
nario to prove or disprove—and it
likely ensures a new round of post-
election analysis on this most sensi-
tive of topics.

Continued from first page

By Lyndal McFarland

MELBOURNE, Australia—Con-
solidated Media Ltd. said billion-
aire James Packer has stepped
down from the board of the group’s
25%-owned PBL Media unit, end-
ing the Packer family’s long associ-
ation with the media assets.

Consolidated Media said Chair-
man John Alexander will also
stand down from the board of PBL
Media, which owns the Nine
free-to-air television network and
ACP Magazines. Both moves take
immediate effect and mean Consol-
idated Media won’t have any board
representation at PBL Media. An-
drew Cummins and Ben Hawter
will succeed Messrs. Packer and Al-
exander on the board.

The move came after the group
said it won’t contribute any fur-
ther funding to PBL Media, which
is 75%-owned by private equity
group CVC Asia Pacific. A spokes-
man for CVC Asia Pacific in Sydney
wasn’t available to comment.

PBL Media was formed last year
after CVC Asia Pacific agreed to
take an initial 50% stake in PBL Me-
dia in a A$4.6 billion (US$2.9 bil-
lion) deal. CVC later increased its
stake to 75%.

Since the death of Kerry Packer
in 2005, James Packer has in-
creased his focus on the family’s ca-
sinos business, Crown Ltd., with a
focus on the Chinese territory of
Macau. Crown is also building its
presence in North America, where
it owns the Cannery’s chain of casi-

nos in Las Vegas.
Analysts have said that while

the late Kerry Packer had a soft
spot for the group’s media opera-
tions, which he inherited from his
father Frank Packer, James Packer
holds no such sentimentality.
James Packer’s private Consoli-
dated Press Holdings vehicle owns
38.4% of Consolidated Media.

James Packer will face Consoli-
dated Media shareholders at the
group’s annual general meeting
Tuesday in Melbourne. Crown will
also hold its meeting Tuesday.

Consolidated Media said that
following the move it will no
longer equity-account for PBL Me-
dia. Many analysts already value
the debt-laden media business at
zero.

Mr. Alexander said in August
that PBL Media was carrying A$4.2
billion of debt, with an estimated
annual debt bill of A$450 million.
PBL Media posted earnings before
interest, tax, depreciation and am-
ortization of A$463 million for the
2008 financial year.

PBL Media said it has talked
with a number of its senior debt
and mezzanine note lenders with a
view toward restructuring the
group’s facilities. PBL Media Chief
Executive Ian Law said there has
been no indication in those discus-
sions that lenders are opposed to
such a restructure in the context of
a recapitalization of the PBL Media
group. But it is too early to be spe-
cific or to predict an outcome, he
said.
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European Central Bank Presi-
dent Jean-Claude Trichet signaled
in a notably direct statement that
the central bank is likely to cut its
key rate next week.

In a speech in Madrid, Mr.
Trichet said, “I consider it possible
that the Governing Council would
decrease interest rates once again

at its next meeting” on Nov. 6. Mr.
Trichet declined to discuss the size
of a potential cut and stressed that
“it is not a certainty.” His comments
solidified analysts’ expectations
that a half-percentage point de-
crease to 3.25% is likely.

Mr. Trichet’s comments
bolstered markets briefly,
but were unable to keep Eu-
ropean shares from clos-
ing at a 5µ-year low Mon-
day, amid fears of a pro-
tracted economic slump.
The benchmark FTSEuro-
first 300 index of top Euro-
pean shares closed down
1.65% at 816.04 points, the
lowest close since May
2003.

Many of the world’s ma-
jor central banks are likely
to cut key rates soon as growth stut-
ters amid market turmoil. In Europe
and many other places, the predomi-
nant worry through the next 18
months—in light of soaring oil
prices—had been rising inflation
rates.

But with commodities prices fall-
ing sharply, a global recession sink-
ing in and the credit crisis worsen-
ing, some ECB and Fed officials be-
lieve inflation next year could drop
below their soft targets. They view
deflation as possible but unlikely,
and their rate cuts—because of the
bleak economic outlook—should
help to protect against the threat of

falling prices down the line.
The ECB, the U.S. Federal Re-

serve and four other central banks
launched a coordinated rate cut on
Oct. 8, lowering key rates by a half-
percentage point.

At its meeting Wednesday, the
Fed is expected to lower its interest-
rate target from the current 1.5%. Fu-
tures markets are fully pricing in a
half-percentage-point cut.

The U.S. economy is expected to
weaken further and Fed officials
don’t expect a meaningful recovery
to begin until the second half of next
year. That could keep pressure on the
Fed to lower rates at the December
policy meeting. Officials have been
cautious about more easing, trying
to gauge how much cuts would affect
the overall economy while credit

markets remain strained.
With policy makers and

economists predicting a re-
cession in the U.K., Bank of
England officials are ex-
pected to lower their key
rate by at least a half-per-
centage point from the cur-
rent 4.5% at their meeting
on Nov. 5-6.

Amid signs of a severe
slowdown in the 15 coun-
tries that use the euro,
some economists expect
the ECB to follow a Novem-

ber cut with a second half-percent-
age point cut in December.

Mr. Trichet’s suggestion that an
ECB cut could come at the bank’s
next meeting suggests policy mak-
ers have ruled out cutting in tandem
with the Fed, at least for now.
Within the ECB’s 21-member Gov-
erning Council, there is some sur-
prise that the coordinated rate cut
didn’t impress markets more. Some
policy makers say they feel the fact
that confidence was so low that the
cut produced no tangible boost
raises the stakes for their next
move.

By Takeshi Takeuchi

And Takashi Nakamichi

TOKYO—Finance chiefs from the
Group of Seven leading nations on
Monday issued an emergency state-
ment warning investors against
pushing up the yen too much, sug-
gesting that the U.S. and Europe, in
addition to Japan, are uneasy about
the yen’s broad advances.

It was the first time since Septem-
ber 1999 for the group to mention the
yen on its own. In the three-sentence
statement, partly in response to Ja-
pan’s pleas for help, the G-7 finance
leaders singled out the yen, saying its
recent“excessivevolatility”threatens
the global economy and financial sys-
tem.“Wecontinuetomonitormarkets
closely, and cooperate as appropri-
ate,” the statement said.

The statement comes as curren-
cies of both advanced and develop-
ing nations have become volatile as
the global financial crisis intensifies.
Japan’s currency closed Monday at
93.58 yen to the dollar, near its stron-
gest level in 13 years.

The yen’s rise comes as investors
race to pull out of high-risk invest-
ments—such asoilor stocks inemerg-
ing countries bought with borrowed
yen—amid worries of a global eco-
nomic recession. That strengthening

intheyenthreatenstobatterJapanese
exports at a time when the domestic
economyis flirting with recession.

Currency traders showed only a
limited reaction to the statement.
“The statement disappointed us be-
cause it suggests that authorities
are still a few steps away from actu-
ally selling the yen,” said Hiroshi
Maeba, senior dealer at Nomura Se-
curities. “What we need is an actual
intervention.”

After the dollar rose slightly
againsttheyenfollowingtheG-7state-
ment, it was pushed down by a sharp
fall in Japanese share prices. Later, it
was trading at around 93.54 yen.

In the past, when the G-7 specifi-
cally noted the yen’s strength but the
currency continued appreciating, it

led to market intervention to sell Ja-
pan’s currency, as in September
1999, when Japan’s Finance Ministry
and the Bank of Japan repeatedly
sold the yen against the dollar.

Japan has stayed out of the for-
eign-exchange markets since March
2004, when it ended a massive yen-
selling campaign to prevent a strong
domestic currency from undermin-
ing the nation’s then fragile eco-
nomic recovery.

The G-7 “only spoke about the
yen’s ‘recent excessive volatility,’
said Simon Johnson of Baseline Sce-
nario. “This was about the least they
could say under the circumstances,
and it is not clear that it will do any-
thing—other than encourage further
flows into the dollar.”

Japanese shippers record
strong profits, expect slump

After the dollar rose slightly against the yen following a G-7 statement, it was
pushed down by a sharp fall in Japanese share prices.

Trichet signals ECB
plans rate cut next week

G-7 warns of volatile yen
Currency’s rise may
hurt Japan’s exports
amid recession fears
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By Joellen Perry in Frankfurt
and Sudeep Reddy
in Washington

By Hiroyuki Kachi

TOKYO—Japan’s top shipping
companies released brisk earnings
results for the July-September quar-
ter but indicated they are increas-
ingly feeling the effects of a recent
downturn in bulk-shipping rates
and the uncertainties stemming
from the global economic slump.

Nippon Yusen K.K., Japan’s big-
gest shipping company in terms of
revenue, reported that its net profit
shot up 78% to 46.9 billion yen
($495.8 million) during its fiscal sec-
ond quarter from 26.3 billion yen a
year earlier. Revenue climbed 13% to
740.2 billion yen, while operating
profit jumped 49% to 76.6 billion yen.

The strong performance showed
that the benefits of brisk bulk-ship-
ping rates before the recent tumble
were still offsetting the rise in fuel
costs and the stronger yen.

“We enjoyed drastic revenue and
profit growth” upon completion of
voyages for which the contracts
were signed using record bulk-ship-
ping rates in May and June, Nippon
Yusen said in a statement. Its in-
terim net profit between April and
September was 91.27 billion yen.

Mitsui O.S.K. Lines Ltd., mean-
while, posted a 30% gain in net
profit to 68.66 billion yen during the
quarter, compared with 52.73 bil-
lion yen in the year-earlier period.
Its revenue climbed 19% to 587.26
billion yen. Also, Kawasaki Kisen
Kaisha Ltd. posted a 62% jump in
net profit to 29.62 billion yen, up
from 18.24 billion yen, as revenue
grew 14% to 386.02 billion yen.

But slowdowns are likely as the
global financial turmoil clouds ship-
ping demand and trade in Asia, and
between the Asia and the rest of
world. The Baltic Dry Index—a glo-
bal benchmark for bulk-shipping
rates—has plummeted more than
85% from its peak in May to a six-
year low this month.

For the full year ending March
2009, Nippon Yusen left unrevised
its net-profit outlook at 140 billion
yen. Nippon Yusen expects the re-
cent weakness in fuel prices and a re-
covery in container-shipping
freight charges to help moderate the
impact of a slowdown. Mitsui O.S.K.
lowered its net-profit outlook to 195
billion yen from 210 billion yen. Rev-
enue is now estimated at 2.05 tril-
lion yen, down from 2.15 trillion yen.

AVENGER SKYLAND
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ing U.S. markets to see whether the
pullback would continue as inves-
tors shunned risk and moved into
cash or the safest of investments.

Asia’s declines, which come after
a punishing day of losses Friday, sig-
nal the financial crisis that began
with subprime mortgages in the U.S.
has moved squarely into the heart of
Asia. While exposure among the re-
gion’s banks to tightening global
credit have been one point of con-
cern, the most vulnerable access
point, it turns out, is Asia’s depen-
dence on exports to the weakened
U.S. and European economies.

“The false premise all along has
been that Asia could decouple,” said
Stephen Roach, Asia chairman for
Morgan Stanley. “I think we’re see-
ing in a global recession there is no
decoupling from the powerful cross-
border linkages of trade flows, capi-
tal flows, labor flows and informa-
tion flows.”

Asian-Pacific currencies mostly
continued to fall against the U.S. dol-
lar. Though the Reserve Bank of Aus-
tralia said it intervened Friday and
Monday, the Australian dollar re-
mains near five-year lows. Hong Kong
monetary authorities intervened to
keep the local currency, seen as a ha-
ven, from rising too much against the
U.S. dollar, to which it is pegged.

In Japan, the Nikkei 225 Stock Av-
erage lost 486.18 points to 7162.90
as nervous investors sold shares of
banks and exporters on fresh con-
cerns over the fallout from the U.S.
financial crisis and an ever-strength-
ening yen.

Gloom mounted over Japan’s
banks Monday after Mitsubishi UFJ,
Japan’s largest lender, said it would
raise as much as 990 billion yen, or
$10.7 billion, in capital through
share issues within the next year. Un-
til recently, Japan’s banks appeared
to be among the world’s strongest.

The surging yen prompted fi-
nance chiefs from the Group of
Seven leading nations to warn that
recent “excessive volatility” in the
yen threatens the global economy

and financial system.
The Nikkei is now at its lowest

level since October 1982, when Ja-
pan was on the eve of an export-led
boom that culminated in the burst
of its stock-and-real-estate bubble
in the early 1990s.

“It’s a crisis. It’s a psychological
shock to think we’re back to where
we were almost 30 years ago” said
Hisashi Takeda, a real-estate
worker in central Tokyo.

Japan’s economy is heavily de-
pendent on exports for growth, mak-
ing it vulnerable to currency fluctua-
tions and economic downturns in
overseas markets. In 2007, exports
were responsible for 67% of Japan’s
GDP growth.

“More than half of growth comes
from exports,” says Akira Maekawa,
a senior economist for UBS Securi-
ties Japan.

In addition to concerns about ex-
ports, other fears have dealt a blow
to Asian markets this month. Losses
from leveraged currency positions
revealed by Citic Pacific Ltd., a Hong
Kong-listed conglomerated backed
by Chinese state money, have made
investors nervous about other simi-
lar undisclosed liabilities on corpo-
rate balance sheets.

Another trigger: the president of
Argentina’s decision to nationalize
the country’s pension funds, which
raised fears that other small nations
under pressure from the financial
crisis might resort to extreme mea-
sures to meet their obligations. “For
the first time in a long time, we
started hearing people talk about
‘emerging-market contagion,’ ”
said Steve Diggle, partner at Artra-
dis Fund Management, a US$4 bil-
lion hedge fund in Singapore.

In Hong Kong, the blue-chip
Hang Seng Index fell 1602.54 points
to close at 11015.84. With Japan
cracking down on short-selling and
Singapore’s market closed for the
trading day, hedge funds facing a
groundswell of redemptions may
have been forced to dump their hold-
ings in Hong Kong, said Ivy Pan, an
equity strategist with ABN Amro Pri-

vate Bank in Hong Kong.
At a local branch of the Bank of

China, investor Tommy Cheng said
he was planning to hold onto his
blue-chip portfolio, even though
things had plunged so much. “What
other choice do I have at this
point?” Mr. Cheng said. “Selling
now would be the worst thing I
could do.”

China property stocks were
among the worst-hit sectors in
Hong Kong on Monday, highlighting
the limits of a comprehensive stimu-
lus package Beijing introduced last
week to prop up the housing sector.

In Shanghai, Monday’s losses
have brought the benchmark Shang-
hai Composite Index to just a third
its level at the beginning of the year.
About 97% of China-listed stocks
fell Monday, and more than a third
slumped by the maximum 10% daily
limits.

Stock losses are now pinching
the earnings of companies that hold
substantial share portfolios. China
Pacific Insurance (Group) Co., a
large U.S.-controlled firm, on Mon-
day recorded a 1.51 billion yuan loss
on its local stock market portfolio in
the third quarter and took provi-
sions for additional losses, pushing
operations into the red for the pe-
riod. The insurer’s Shanghai-listed
stock dropped 8.0% on Monday.

Some of the worst bloodletting

was in the Philippines, where share
prices slumped to a four-year low,
despite the fact that the country is
less dependent on exports than
other Southeast Asian nations.

“The main driver was the foreign
selling,” says Jojo Gonzales, manag-
ing director of Philippine Equity Part-
ners Inc. in Manila. “There’s a lot of
redemptions happening among the
foreign funds at the moment and
their pulling their money out of
many of the emerging markets.”
Trading was suspended after the
main index fell 10% within the first
two hours of trading, but it didn’t
keep shares from falling further.

In Thailand, trading, too, was sus-
pended after the main index fell 10%
by the afternoon session. It was
only the third time in the history of
the exchange that trading has been
suspended. The benchmark SET In-
dex closed 10.5% lower at 387.43, its
lowest level since May 2003.

“Everybody from the U.S. to Eu-
rope is being affected by the fallout
of the subprime lending, and that’s
making people very uncomfortable
about economic prospects here,
too,” said Kitti Hamnilrat, an ana-
lyst at Ayudhya Securities PCL in
Bangkok. He said he was especially
worried about the outlook for the ex-
port and tourism sectors.

Markets in India continued their
downward drift on the eve of the

Hindu festival of Diwali. Monday,
the 30-stock BSE Sensex closed
down 2.2% at 8509.56 after sliding
down as much as 11% during intra-
day trading. Consumer goods, auto
and public sector enterprises led
the fall as the investors look to the
market in the U.S. for cues.

“It’s the worst Diwali of my
4-year career as a broker,” said Sur-
inder Gulia at First Globe Stockbrok-
ings in New Delhi. Mr. Surinder says
his family of eight largely depend on
his income, so “it’s a sad Diwali for
them too.”

South Korea ended up 0.8%, after
the central bank’s rate cut, its big-
gest one-day move ever. According
to a person at an investment house,
10 minutes before the end of stock
trading, South Korea’s National Pen-
sion Service stepped in to buy
shares valued at about 400 billion
won, or about $277 million.

The agency’s purchases appar-
ently helped to lift the broad-mar-
ket Kospi index to a positive close,
its first in a week. Before the agen-
cy’s jump into the market, the Kospi
was trading down about 1.2%.

An investment official at the Na-
tional Pension Service declined to
discuss the agency’s market activity.
 —Evan Ramstad,

Jonathan Cheng, John Murphy
and Krishna Pokharel

contributed to this article.
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An investor at a stock trading office in Beijing

EU markets gyrate on doubts over ability to spur economy
and Finance.

Stocks in London, Frankfurt and
Paris dropped as much as 5% in the
minutes after trading opened Mon-
day morning, as investors reacted to
steep falls in Asia. But they recov-
ered in the afternoon, swayed in
part by a better-than-expected open-
ing in the U.S., coupled with a strong
signal from the European Central
Bank that it is likely to cut its key in-
terest rate at a meeting next week.

The declines in the market are
about “the translation of what has
been a financial crisis into the real
economy through lower economic
data and corporate profits,” said
Nick Nelson, European equity strat-
egist at UBS AG.

The pan-European Dow Jones
Stoxx 600 index closed down 1.9% at
195.04, marking its lowest end-of-
day level since May 2003. The U.K.
FTSE 100 index ended down 0.8%,
the French CAC-40 index fell 4%, and
the German DAX index rose 0.9%.

The Bank of England, in its twice-
yearly Financial Stability Report,
said the financial system remains
“under strain” amid an accelerating
economic downturn, and advocated
what it called a “fundamental re-
think” of how systemic risk is man-
aged globally, while arguing
strongly in favor of policies that

would see banks forced to put more
cash aside during the boom times. It
said that recent government mea-
sures have provided some stability.

The gloom is likely to pile politi-
cal pressure on governments to pro-
duce fiscal-stimulus plans to sup-
port their economies. German Chan-
cellor Angela Merkel’s cabinet is pre-
paring plans to help households and
firms with measures that include
making health-insurance contribu-
tions tax deductible and strengthen-
ing tax incentives to buy fuel-effi-
cient cars. The package, which could
be announced in November, could
be worth about Œ20 billion, or

roughly $25 billion, to recipients.
That would be less than 1% of Germa-
ny’s economy, “but not insignifi-
cant,” says Alexander Koch, an econ-
omist at Unicredit in Munich.

Data released Monday showed
that business confidence in Ger-
many, Europe’s largest economy,
hit its lowest level in October since
May 2003, when the country suf-
fered its last recession, according
to a survey from the German Ifo In-
stitute.

German officials have com-
plained that the country’s banks
aren’t taking advantage of bailout
funding the government has made

available, with only three public-
sector lenders signaling interest so
far. Monday, Germany’s largest re-
tail bank, Deutsche Postbank AG,
said it would get Œ1 billion in capital
from its parent, Deutsche Post AG.
The bank posted a large third-quar-
ter loss, sending its shares down
22% Monday.

Car maker BMW AG said it has
stopped production at its Leipzig
plant this week, as it prepares to pro-
duce 25,000 fewer cars than ex-
pected this year. At rival Daimler
AG, management-board member
Günther Fleig told reporters on Mon-
day that production would stop for
several weeks at two or more major
German plants around Christmas,
extending the usual holiday.

In Sweden, investment bank Car-
negie AB Monday said it has been
granted a one billion Swedish kro-
nor ($126 million) loan by Sweden’s
central bank to manage liquidity
problems it has suffered as a result
of the financial crisis.

And shares in Belgian banking
and insurance company KBC Group
fell 0.9% after it confirmed that it
will boost its capital by selling Œ3.5
billion of securities to the Belgian
government.

In Europe’s emerging econo-
mies, the International Monetary
Fund agreed on a rescue package for

an undisclosed amount to Hungary.
Hungary’s main index, the BUX,

dropped 9.8% on the news. The IMF
has also agreed to offer $16.5 billion
to Ukraine.

People across Europe are feeling
the effects of the credit crisis. In the
U.K., Alison Nash, manager of the
Dorothy House Hospice charity
shop in Corsham, an affluent town
west of London, is seeing an in-
crease in business as more middle-
class women come in to buy their
clothes secondhand. A year ago,
when she began working there, her
clientele was lower-income fami-
lies, she says.

“People are beginning to feel the
credit crunch a little bit more now,”
Ms. Nash said.

The cost of buying protection for
credit increased, as shown by
spreads on European credit-deriva-
tive indexes. The Markit iTraxx Eu-
rope index, which measures the cost
of default insurance on 125 invest-
ment-grade European corporate
borrowers, stood at about 1.84 per-
centage points,compared with a
closing level Friday of 1.7 percent-
age points.
 —Sebastian Moffett in Paris

and Clare Connaghan and
Natasha Brereton in London

contributed to this article.
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G
ERMAN energy
company Winter-
shall AG, which

is owned by BASF SE,
offered $740 million
to buy Norway’s Re-
vus Energy ASA—a
bid that values the
small oil company’s
stock at more than

double Friday’s closing price.
Revus’s board unanimously recommended the of-

fer to shareholders. Shares in the company closed
at 44.90 Norwegian kroner ($6.39) before the week-
end, while the offer values them at 110 kroner each.
The stocked jumped Monday, closing at 97 kroner.
Revus, based in Stavanger, Norway, was founded in
2002 and specializes in offshore exploration in Nor-
wegian and British waters.  —Associated Press

BASF’s Wintershall offers
$740 million to buy Revus

S
TEEL consump-
tion in the Euro-
pean Union is

likely to decline in the
first half of 2009, the
European Confedera-
tion of Iron and Steel
Industries, or Eurofer,
said Monday.

“Weakening de-
mand will result in new orders to dry up rapidly and
output to decline in most sectors,” said Eurofer, add-
ing that the construction and automotive sectors will
be hit hardest. The group forecasts steel consump-
tion will drop 1.1% in the fourth quarter of 2008 from
the year-earlier period.

It may take until late next year before economic
fundamentals start to improve, said Eurofer.
 —Jeffrey Sparshott
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LTIMO, the telecoms
arm of Russian tycoon
Mikhail Fridman’s Alfa

Group, said on Monday a Rus-
sian court had frozen its
stake in mobile carrier OAO
Vimpel Communications and
a stake owned by Norway’s
Telenor ASA.

The freeze came in a law-
suit, but was ordered at the
same time that VimpelCom
shares are at risk for a mar-

gin call. It is also the latest twist in a long-running
battle between Alfa and Telenor over VimpelCom’s
strategy. Altimo, which owns 44% of VimpelCom, ac-
cuses Telenor, which owns 29.9%, of holding up the
expansion of VimpelCom into the Ukrainian market.
 —Reuters

Businesses focus on U.S. drug case
Lobby is hopeful
high court will limit
product-safety suits

Steel consumption in EU
is forecast to fall next year
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By Alicia Mundy

And Shirley S. Wang

F OR NEARLY A century, Ameri-
cans have been able to sue
drug companies for deaths or

injuries caused by medicines. Now
the pharmaceutical industry and
other big businesses are hoping the
U.S. Supreme Court will sharply
curb that right.

In a case called Wyeth v. Levine,
which the court will hear next week,
a Vermont guitarist named Diana Le-
vine lost an arm to gangrene caused
by an improperly administered nau-
sea drug. A Vermont jury awarded
her $6.7 million in damages from
Wyeth, accepting her argument
that the drug maker should have put
stronger warnings on the label.

In its appeal of the verdict, the
drug maker says the drug’s label
was approved by the Food and Drug
Administration, and it ar-
gues the federal regulator’s
judgment should trump
state law on issues of prod-
uct safety. Many lawsuits
are based on state con-
sumer-safety regulations
that often are stronger
than federal standards.

“This case is worth tens
of billions to the pharma-
ceutical industry,” said Ri-
chard Rubin, Ms. Levine’s
lawyer.

The Chamber of Commerce, the
nation’s largest business lobby, has
called the battle—with some hyper-
bole—the business case of the cen-
tury. The Bush administration has
long promoted the idea that federal
law pre-empts state lawsuits. It has
included the notion of pre-emption
in regulations for dozens of prod-
ucts, ranging from suntan lotion to
seat belts, and has weighed in on Wy-
eth’s side before the Supreme
Court.

The business lobby isn’t hiding
its anticipation that the current Su-
preme Court, one of the most pro-
business ones in 50 years, will rule

in Wyeth’s favor. In January, the
court ruled in favor of pre-emption
in a medical-device case involving
Medtronic Inc. of Minneapolis.

In another drug case recently
heard by the court, Justice Stephen
Breyer, part of the court’s liberal
wing, strongly supported the FDA’s
pre-eminence in determining safety
standards.

In a testy burst, Justice Breyer
asked the plaintiff’s lawyer whom
she would rather have deciding
whether a drug would hurt or save

people: “an expert agency,
on the one hand—or 12 peo-
ple pulled randomly for a
jury role who see before
them only the people
whom the drug hurt, and
don’t see those who need
the drug to cure them?”

The details of the Wy-
eth case give both sides
hope. Ms. Levine, who lost
her livelihood, and her
story are likely to arouse
sympathy. She went to a

clinic with a migraine and received
medicine to stop her accompanying
nausea. The injection was carried
out incorrectly, and within days her
right hand turned black because of
gangrene.

Two surgeries later, Ms. Levine
lost her arm. The clinic reached a
settlement with her. Mr. Rubin said
Wyeth offered a settlement of less
than $2 million, which Ms. Levine
turned down because her medical
expenses and expected lost wages
were higher.

But Wyeth points out the case
doesn’t involve any allegations that
the company deliberately sold a

drug it knew was dangerous. “We’re
the ones who brought [this case] for-
ward,” not the tort bar, said Wyeth’s
lead outside lawyer, Bert Rein, refer-
ring to the company’s appeal.

Wyeth says it complied with FDA
guidelines on how to label the nau-
sea drug. It didn’t strengthen its
warning label to comply with stron-
ger Vermont state law.

“The data show that the number
of reports of gangrene amputation
is infinitesimally small, and the suc-
cessful administration has occurred
in a huge number of patients over
the last 50 years,” said Joseph Cama-
rdo, head of global medical affairs
for Wyeth.

The company argues that it can’t
rush to the FDA for talks on chang-
ing the label every time an issue
arises in one of the 50 states, and it
also believes it can’t change the la-
bel on its own.

“It would be a chaotic system if
you can relabel anything as long as
you mumble safety,” said Mr. Rein.
But he confirmed he knew of no in-
stances on record in which the FDA
had punished a company for amplify-
ing its label warnings.

Ms. Levine’s lawyers say Con-
gress never intended to stop drug
makers from proactively toughen-
ing warnings to doctors and consum-
ers. They say FDA guidelines are the
floor, not the ceiling, when it comes
to safety standards.

The Chamber of Commerce,
which has underwritten a multimil-
lion-dollar lobbying campaign sup-
porting pre-emption, has said the
outcome of Wyeth v. Levine could af-
fect many questions—for example,
whether states could set their own

standards on the environment and
vehicles’ fuel efficiency. Liability
suits involving products such as
cars would be more directly af-
fected.

The most immediate impact of a
ruling would fall on the drug indus-
try. While details differ, pre-emp-
tion would have given drug makers
a stronger position in many law-
suits in recent years that involved
drugs used in accordance with FDA-
approved labels.

Johnson & Johnson just paid
$68 million to settle cases involving
its Ortho Evra contraceptive patch.
Settlements over the anti-psychotic
drug Zyprexa have cost Eli Lilly &
Co. more than $1 billion. Merck &
Co.’s Vioxx litigation has cost it $4
billion so far, and the price tag for
Wyeth’s fen-phen-related diet pills
has reached $20 billion.

Consumer groups cite such cases
in arguing that the FDA makes mis-
takes and companies hide informa-
tion. They say patients’ right to
sue—in state court if necessary—is
the only deterrent to corporate mis-
behavior. The New England Journal
of Medicine has published an edito-
rial in Ms. Levine’s favor making
these points.

Mr. Rein, the Wyeth attorney, ac-
knowledged that victims would
have a harder time getting compen-
sated for medical costs and lost
wages if the Supreme Court rules in
Wyeth’s favor. He said Congress
should consider establishing a fund
to help such victims, as it has for vac-
cine-related injuries.

However, Congress may have
other ideas. If it swings heavily Dem-
ocratic in this year’s elections,
which take place the day after the
court hears the Wyeth case, some
Democrats say they will push for-
ward bills to undo pre-emption and
guarantee the right to sue for dam-
ages.

Ms. Levine says she was stunned
when the FDA joined in the case
against her and when the Justice De-
partment’s solicitor general filed a
brief.

Her daughter, Jessamine, is also
a musician and wrote a ballad called
“Mr. Solicitor General,” which in-
cluded the lyrics: “What you’re deal-
ing with isn’t just statistics—this is
real, son.”
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Austria is extending the tender
for Austrian Airlines AG for two
months after at least one bidder de-
manded that the government take
on some of the carrier’s debt.

The planned sale of the govern-
ment-controlled carrier now will con-
tinue until Dec. 31. That could hurt
prospects for a deal since airline sales
and earnings are expected to decline
further in the months to come as the
global economic slowdown weighs
on business and leisure travel.

Austria’s government decided in
August to privatize its roughly 42%
share in the flagship carrier, which
has Œ900 million ($1.13 billion) of
debt and recently announced it ex-
pects a net loss of as much as Œ125
million for fiscal 2008.

State holding company ÖIAG said
it will discuss with the government,
the European Union and the two re-
maining bidders how to structure
the deal on Austrian Airlines’ debt.

Deutsche Lufthansa AG, which
Monday confirmed that it is a bidder,
has demanded that ÖIAG assume
aroundhalfofAustrianAirlines’debt
and offered only a nominal amount
for ÖIAG’s stake, an ÖIAG supervi-
sory board member said Sunday.

ÖIAG’s mandate to sell its stake
had been due to expire Tuesday. The
mandate allows ÖIAG to sell its entire
holding, provided that an Austrian
shareholder keeps a 25% stake; that
the airline’s brand, headquarters and
its Vienna hub remain; and that jobs
are secured as much as possible.

ÖIAG Chief Executive Peter
Michaelis said he aimed to conclude
the deal soon.

His statement that there are still
two bidders raised the question of
who has filed a proper offer. Mr.
Michaelis declined to identify the re-
maining bidders but nodded when
an interviewer from Austrian state
television asked him whether they
were Lufthansa and Russia’s S7. S7
said it had filed a “letter” but added
that this letter had been conditional,
without elaborating the conditions.

Mr. Michaelis said Austrian Air-
lines would only continue talks with
those still in the race, explaining that
the tender was only extended, not re-
started from scratch. Lufthansa said
itsbid was valid until year end.

Bidding process
for Austrian Air
gets an extension

Shelling out 
Payments in some major drug-related lawsuits. 

Company Drug Use Payout

Merck Vioxx Pain reliever Has agreed to more than 
$4 billion in settlements

Wyeth Diet pills Weight control About $20 billion in 
fen-phen-related costs

Lilly Zyprexa Antipsychotic About $1.3 billion

Pfizer Celebrex/Bextra Pain reliever $894 million

GlaxoSmithKline Paxil Antidepressant More than $100 million

Two VimpelCom stakes
frozen by a Russian court
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Taking fellowship path toward advancement
Midcareer programs
can help to boost
some high achievers

By Toddi Gutner

Kenneth Zeff is convinced that it
wasn’t his stellar academic
record—he graduated with an
M.B.A. from University of Pennsyl-
vania’s Wharton School of Busi-
ness—or his years of work experi-
ence at Deloitte Consulting that cat-
apulted him to the role of chief oper-
ating officer at the age of 36.

Instead, he says it was his partici-
pation in two prestigious fellow-
ships in Washington, D.C., and San
Diego that caught the eye of his em-
ployer, the Inner City Education
Foundation Public Schools, an orga-
nization that serves disadvantaged
students in south Los Angeles. Mr.
Zeff spent two years as an assistant
to the superintendent of San Diego
Public Schools as a broad founda-
tion resident when he was 32 years
old. And, he spent a year as a White
House fellow in 2006.

“The fellowships totally altered
my career trajectory,” says Mr. Zeff,
adding that he wanted to marry his

weekend volunteer work with
school-age children in underserved
areas with his business background.
It was something the two fellow-
ships made possible.” They opened
doors and introduced me to incredi-
ble opportunities,” he says.

Both of Mr. Zeff’s fellowships,
like many midcareer programs,
were well-regarded and hard-to-
get. The prestigious White House
Fellowship may be the most compet-
itive. More than 1,000 people apply
annually, but fewer than 20 are ac-
cepted each year. The fellowship
provides experience at the highest
level of the federal government.
Former Secretary of State Colin Pow-
ell, presidential historian and au-
thor Doris Kearns Goodwin and re-
tired general Wesley Clarke are
among the graduates of the pro-
gram.

Fellowships, in general, are mul-
tifaceted programs that run any-
where from three months to upward
of two years. Targeted toward high-
achieving professionals with a vari-
ety of experience levels, they can re-
quire a temporary leave of absence
from a job, in exchange for a sti-
pend. Some fellowships are field-
specific or industry-based. Others
aim to promote leadership, policy
awareness, or skills in management.

Regardless, these programs are al-
most always seen as career boost-
ers.

While the programs aren’t right
for everyone, they can be a good fit
for professionals who have a good
idea of where they want to go in
their careers, says Janet Eissen-
stadt, director of the President’s
Commission on White House Fellow-
ships. Individuals who are well-
grounded in a profession and “want
to broaden their perspective, appre-

ciate their career from a different
vantage point, and stretch them-
selves” can benefit most from a fel-
lowship, says Ms. Eissenstadt.

To figure out whether pursuing a
fellowship is right for you, it’s best
to find people whom you respect
and ask their advice.” Start with
your goals and what you hope to ac-
complish,” says Ms. Eissenstadt.
Once you’ve decided the fellowship
path is worth pursuing, it isn’t as
simple as logging on to a Web site
and applying. For starters, no na-
tional clearinghouse for fellowships
exists. To find the right one for you,
you’ll need to tap your professional
network, academic institutions and
mentors to get information on fel-
lowships that might suit you. “Look
for announcements of recruitment
sessions in alumni magazines and
professional journals, and ask
around,” recommends Diane Yu, a
former White House fellow who is
now chief of staff and deputy to the
president of New York University.
Ms. Yu also serves president of the
White House Fellows foundation
and alumni association.

Since most programs require
you to take a leave from work, make
sure you’re up for the commitment.
Consider your spouse or family if
the fellowship you’re interested in

will require you to move to another
location. If you are a top performer
at work, it will be easier to convince
your employer to give you the time
off. But keep in mind, though, that
your company may decide to let you
go.

Past participants, like Ms. Yu, say
you may not want to go back to your
job. She had taken a temporary leave
from her position as the superior
court commissioner of Alameda
County in California to serve as a
White House fellow in 1986. During
her time there, she worked on the
U.S.-Canada Free Trade Agreement,
the precursor to North America Free
TradeAgreement,orNafta.Theexpe-
rience prompted her to reconsider
her former job. “I intended to go
back but I had so many offers that I
knew I had to move on,” says Ms. Yu.
She ultimately settled in as the gen-
eral counsel for the state bar of Cali-
fornia when she finished the fellow-
ship.

For many, the end result of a fel-
lowship is the ability to skip a few
rungs on the career ladder. For oth-
ers, the programs help with a transi-
tion from one career into another.
“The workplace is so competitive
and there are few things that can sin-
gle you out and make you more
unique,” says Ms. Yu.
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Microsoft to facilitate
new data-center services

One survey found 64% of U.S.
shoppers plan to spend less on gifts
than last year.

Weak holiday sales expected
U.S. retailers predict
more promotions,
but fewer gifts sold

CORPORATE NEWS

By Jennifer Saranow

The latest forecast for a gloomy
and highly promotional holiday sea-
soncomesfromretailersthemselves.

Chief marketing officers at 100
U.S. retail companies said in a sur-
vey by BDO Seidman LLP that they
expect their companies’ same-store
sales in November and December to
fall an average of 2.7% from year-
ago levels. In the survey, which BDO
Seidman released Monday, 88% of
the executives also said they plan to
offer more discounts and promo-
tions than last year.

“Retail executives are expecting
this to be the toughest holiday sea-
son in more than 15 years,” said Doug
Hart, a partner in BDO Seidman’s re-
tail and consumer-products prac-
tice. The pessimism is “pretty broad
across all the categories,” except at
discounters, which typically do well
in an economic downturn.

Thirty-nine percent of the execu-
tives said they expect same-store
sales to decline this holiday season,
41% said they expect flat sales and
20% said they expect sales to rise.

Last year, only 5% of chief market-
ing officers told BDO Seidman that
they expected sales to fall and 41%
said they expected to ring up
higher sales.

In a more ominous sign, 65% of
the executives said they don’t ex-
pect to see a meaningful economic
turnaround until the third quarter
of 2009 at the earliest. The survey,
conducted Sept. 22 through Oct. 17,
involved executives at retail compa-
nies with sales of more than $100
million, said BDO Seidman, an ac-
counting and consulting firm.

Retailers have responded to slow
sales by cutting prices, hoping to en-
tice shoppers to buy. Executives also
have begun adding promotions to
their holiday plans. In an interview
last week, Tween Brands Inc. Chief
Executive Michael Rayden said the
company will offer deeper holiday
season discounts than last year in its
Justice and Limited Too catalogs,
starting with its November issue.

In a separate survey of 1,000 con-
sumers conducted Oct. 8 through
Oct. 10, consultant AlixPartners LLP
found that 64% of U.S. consumers
plan to spend less on gifts this holi-
day season.
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By Jessica Hodgson

And Scott Morrison

Microsoft Corp. unveiled a strat-
egy for data-center services as its
core desktop operating system
faces growing competition.

The new initiative, dubbed Win-
dows Azure Services Platform, al-
lows software developers to create
applications that can be run and
stored on Microsoft’s servers, help-
ingdevelopersandcustomerstomini-
mize information-technology costs.

It is a major acknowledgment by
the Redmond, Wash., giant of a key
shifttakingplaceinconsumerandcor-
poratecomputing,withmorecomput-
ing services stored off desktop com-
puters and in remote data centers.

With Azure, the company aims to
address customers’ growing appe-
tite for off-site products without dis-
rupting Microsoft’s highly profitable
Windows and Office franchises.

Speaking to developers in Los An-
geles, Ray Ozzie, Microsoft’s chief
software architect, acknowledged
the fundamental shift the company is

making. “The systems we’re building
for today are for the next 50 years of
development. We need to lay the
groundwork with new types of sys-
tem and storage, applications, for a
world of parallel computing,” he said.

Bob Muglia, who runs Mi-
crosoft’s server-and-tools busi-
ness, said the system was designed
to help customers cut costs by allow-
ing them to tap into data centers,
minimizing their hardware needs.

Microsoft is the latest tech giant
to join this trend by building huge
data centers that will provide com-
puting services to customers on a
pay-as-you-go subscription basis. It
is trying to tap a fast-growing mar-
ket—research firm IDC has esti-
mated it will grow at 16% per year
until 2012—while also defending its
territory against a number of rivals
who are offering products and ser-
vices that compete with its Office
and Windows products, which ac-
count for the bulk of its $60 billion
plus in annual revenue. Microsoft’s
software runs on about 90% of the
world’s personal computers.

$920 Million Project | 3 interruPtions | contingency Plan in action

the risks are covered.

allianz is a registered trademark of allianz se, germany. allianz se is the parent company of entities around the world
such as agF, allianz global investors and Dresdner Bank. the range of services in different markets may vary.

taking on a challenge like this demands a global partnership from beginning to end.
We offer a broad range of risk management solutions tailored to your industry. as a
leading Fortune global 500® company, we give you the confidence you need, whatever
the challenge. www.allianz.com

Allianz. Financial solutions from A-Z

i n su ranc e | a s s e t ManageMent | B anK i ng

T H E WA L L ST R E ET JOU R NA L . TUESDAY, OCTOBER 28, 2008 5

Disney learns some lessons from Pixar
Studio’s new 3-D film
showcases melding
of powerhouse talent

By Melinda Beck

Don’t go to the hospital alone, if
you can possibly avoid it. A friend of
mine slipped on the sidewalk re-
cently and broke her hip. She had
surgery in one of the best hospitals
in the U.S.

But it was my friend’s grown
daughter who noticed that she was
having an adverse reaction to a pain
medication. And that her IV drip had

pulled out of a vein
and was pumping
her arm full of fluid.
And that the hot
compresses to re-

duce the swelling in her arm had left
blisters on her skin. And that the
blood-sugar test she was about to be
given was meant for her roommate
instead.

Having someone with you in a
hospital who is alert and asking
questions can help stave off all
kinds of potential problems, from
mistaken identity to medication

mixups to MRSA infections. In the
U.S. alone, an estimated 100,000 hos-
pital patients die every year be-
cause of preventable errors. Many
hospitals are under financial pres-
sures to keep nursing staffs lean. A
personal advocate can be a valuable
resource. It doesn’t have to be a rela-
tive—and it can be more than one
person—as long as they know you
and are willing to speak up.

“If we could make only one
change in health care, it should be to
change the notion that families are
visitors. Families are allies and part-
ners for safety and quality,” says
Beverly Johnson, president of the
nonprofit Institute for Family-Cen-
tered Care, which is leading a move-
ment to involve families more.

A growing number of hospitals
in the U.S. are doing just that—in-
cluding unlimited visiting hours, let-
ting family members accompany pa-
tients to procedures and even stay
during emergencies. “We’re draw-
ing on the strength of the family.

They’re not out in the waiting room,
wondering what’s going on,” says
Pat Sodomka, senior vice president
for Patient and Family-Centered
Care at MCG Health Inc., which runs
a 630-bed hospital in Augusta, Ga.

Some hospitals now have nurses
give change-of-shift reports at the
bedside and encourage families to
share observations.

“This is a huge cultural change,”
says Mary Chatman, Chief Nursing
Officer of Pitt County Memorial Hos-
pital in Greenville, N.C., which is giv-
ing family and patient advisory
groups a voice in designing new fa-
cilities and interviewing physicians.

Initially, some staffers worried
that family involvement would take
up valuable time, but in the long run
it saves time because doctors have
more information, says Ms. Chat-
man. After MCG Health’s neuro-
science unit became more family-
centered, average length of stay
dropped 50% because discharge
planning went faster. Patient satis-

faction rose and nursing turnover
dropped.

Still, it can be difficult for family
members to know when to raise an
alarm and how.

Karen Aydt Curtiss, a market re-
searcher in Lake Forest, Ill., often
felt helpless while her 71-year-old fa-
ther was recovering from a lung
transplant in a big teaching hospital
in 2005. He was faring well until he
fell, hit his head and was made to lie
flat until a neurologist could evalu-
ate him. While he waited—all week-
end—his new lungs filled up with
fluid. He developed pneumonia,
then a pulmonary embolism and
had three MRSA infections. He died
seven months after the transplant,
having never left the hospital.

“I wish I had grabbed the neurolo-
gist by the sleeve and dragged him
to my father’s room,” says Ms. Cur-
tiss, who is writing a book on how to
help a loved one in the hospital enti-
tled, “Someone With You.”

Among her suggestions:
n Ask everyone who enters the

room if they’ve washed their hands
and sterilized equipment. Use anti-
bacterial wipes on surfaces.

n Ask nurses to read drug orders

aloud and make sure they match the
patient’s ID bracelet. If it’s a new
medication, ask what it’s for and
what to expect.

n Be alert for pressure wounds,
also known as bedsores, particularly
in long hospital stays. Put a piece of
sheepskin(available at medical-sup-
ply stores) under the sheet to pro-
vide padding and cut moisture.
Make sure patients are moved often,
and lifted, not slid, which can dam-
age fragile tissue.

n Bring a deck of cards and other
games to help patients work their
minds and motor skills.

n Keep a journal for observa-
tions—especially if you’re sharing
the watch with others.

n Never give a patient medica-
tions on your own.

n Don’t help a patient get in or
out of bed by yourself.

n Be respectful and appreciative
and remember that other patients
may have more urgent needs.

But don’t hestitate to speak up if
you have concerns. Says Ms. Sod-
omka: “You have knowledge that
the caregivers just don’t have.”

Email: healthjournal@wsj.com.

Your advocate at the hospital

Bankruptcy fears rise as Chrysler and GM
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By Peter Sanders

W
HEN “Bolt” opens in
the U.S. next month,
audiences might be
forgiven for think-
ing the 3-D com-

puter-animated film came from
Pixar Studios, the Walt Disney Co.
animation powerhouse behind hits
like “Toy Story” and “Wall-E.”

But “Bolt,” a comedy about a
show-business dog starring the
voices of John Travolta and Miley
Cyrus, is the latest offering from Dis-
ney’s own animation studio—and an
important attempt by Disney to re-
vive a part of the company that fell
from powerhouse to also-ran in the
past decade, partly because of edg-
ier offerings by newer studios like
Pixar, which Disney bought in 2006.

If Disney’s own animators can be-
gin producing hits again—creating
new opportunities for related toys
and other merchandise—it would
complement Pixar’s success and jus-
tify Disney’s decision to maintain
two separate animation facilities
since the Pixar acquisition.

Disney is widely credited with vir-
tually inventing big-screen anima-
tion in the 1930s and ’40s with titles
like “Snow White and the Seven
Dwarfs,” then reviving it in the
mid-1980s and early 1990s with a
run of hits including “The Little Mer-
maid” and “The Lion King.” But Dis-
ney’s animation grew largely mori-
bund as audiences abandoned tradi-
tional hand-drawn movies and com-

panies like Pixar and DreamWorks
Animation perfected the computer-
animation genre.

When Disney bought Pixar, Dis-
ney Chief Executive Bob Iger set up
the reverse of the usual post-
merger integration challenge:
Rather than finding a way for Dis-
ney to absorb Pixar, he gave Pixar
honchos Ed Catmull and John Las-
seter control of Disney’s animation
operations, with the mission to get
the old studio’s computer-gener-
ated efforts up to par.

Driving that change wasn’t easy,
as the bumpy evolution of “Bolt” il-
lustrates. The movie—originally
called “American Dog”—was first
written and directed by Chris Sand-
ers, creator of the successful “Lilo &
Stitch” franchise, who just a few
years ago was seen as Disney’s new-
est star animator.

Upon taking over, however, Mr.
Lasseter wasn’t happy with the
story and structure of “American
Dog.” Unable to see eye-to-eye on
the film’s direction, Mr. Lasseter, cit-

ing “creative differences,” replaced
Mr. Sanders with two new directors
and sent the movie back to the draw-
ing board. “I have a tremendous
amount of respect for Chris and he’s
a gifted and talented animator, but
there were just differences there
that couldn’t be solved,” Mr. Las-
seter said.

Mr. Sanders didn’t respond to re-
quests for comment.

After Mr. Sanders left, “American
Dog” was renamed “Bolt” and the
new bosses issued the animation
team a challenge: Finish the project
in 18 months instead of the four years
it normally takes to complete a com-
puter-generated animation film.

Production of the film went down
to the wire: It was just 80% finished
when Disney previewed it for theater
owners and journalists in Septem-
ber: “They had us all worried for just
a little bit, but I think this is a group of
folks over there that want to win and
when faced with a challenge, they
made it happen,” says Dick Cook,
chairman of Walt Disney Studios.

Though many Disney animators
welcomed the Pixar influence,
Messrs. Catmull and Lasseter found
a largely dispirited organization
that had lost a number of top anima-
tors and suffered from low morale.

“Honestly, I was a little nervous
when we went down to Burbank [Ca-
lif.] for the first time because I wasn’t
sure exactly what we’d find,” Mr. Las-
seter, chief creative officer of Pixar
andDisneyAnimation,saidinaninter-
view at his Pixar office. “We found
some things that needed to be
changed, but I was relieved to find
many young animators totally excited
andintotheideaofworkingatDisney.”

Messrs. Lasseter and Catmull
moved to dump the top-down devel-
opment process they saywas in place
atthestudio,favoringinsteadthecol-
laborative approach at Pixar that fa-
mously empowers the creative tal-
ent as much as the studio executives.

“From about 1985 to about 1995,
Disney was the king [of anima-
tion],” says Mr. Cook. “But I think
the biggest challenge in any mature

organization is how do you continue
to evolve and press the edges of the
envelope, and I think it’s fair to say
we stopped doing that.” He adds:
“Having [the Pixar executives]
come in was like a giant shot of
adrenaline to the system.”

In the process of reshaping
“Bolt,” the Pixar executives at-
tempted to transplant some of Pix-
ar’s successful processes from north-
ern California to Burbank. That
meant opening up spaces in the laby-
rinthine Burbank animation build-
ing to more closely resemble Pixar’s
operation in Emeryville, Calif. The
idea is to allow more chance encoun-
ters between employees and to give
animators and other creative types
more input in overall story ideas and
the direction of projects.

“Pixar operates with a key group
of guys called ‘The Brain Trust,’ to
discuss problems and issues and to
nurture new ideas, so at Disney they
established ‘The Story Trust,’ which
is essentially the same thing,” says
John Musker, who co-wrote and co-
directed Disney’s 1989 hit “The Lit-
tle Mermaid.” “It’s unusual for Holly-
wood, making the key creative peo-
ple sort of in charge of the actual de-
cisions and less the studio execu-
tives, to some degree.”

Part of that excitement involves
a back-to-the future moment: The
Pixar executives are leading the
charge to bring back hand-drawn an-
imation. Mr. Musker and his writing
and directing partner Ron Clements
came back to the studio to write and
direct “The Princess and the Frog,”
a hand-drawn movie opening next
Christmas, which is intended to re-
vive the musical-animated movie
and advance Disney’s successful
line of “Princess” characters and
products.

HEALTH
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Disney hopes ‘Bolt,’ with the voice of John Travolta as a show-business dog, will help revive its animation studio.
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Telecom firms to combine
CenturyTel will buy
Embarq in stock deal
valued at $5 billion

China Pacific Insurance (Group)

China Pacific Insurance (Group)
Co., the country’s third-largest life
insurer by market share, said it
swung to a third-quarter net loss on
large investment losses and lower
revenue. China Pacific said its net
loss was 1.64 billion yuan ($239.6
million), compared with a net profit
of 1.96 billion yuan a year ago. Reve-
nue fell 18% to 18.88 billion yuan.
The company, which is 17.3%-owned
by private-equity firm Carlyle
Group LP, reported a third-quarter
investment loss of 1.51 billion yuan,
compared with investment income
of 8.18 billion yuan a year earlier.
China Pacific set aside a deprecia-
tion reserve of 2.16 billion yuan,
mainly for financial assets. Shang-
hai-based China Pacific is the coun-
try’s third-largest insurer after
China Life Insurance Co. and Ping An
Insurance (Group) Co. of China Ltd.

Banco de Oro Unibank Inc.

Banco de Oro Unibank Inc. said
it booked a 1.3 billion peso ($26.7
million) net loss in the third quarter
due to exposure to collapsed Leh-
man Brothers Holdings Inc. The
bank, the Philippines’ second-larg-
est lender by assets after Metropoli-
tan Bank & Trust Co., said the Leh-
man bankruptcy resulted in “sub-
stantial markdowns in [Banco de
Oro’s] securities portfolios and the
booking of extraordinary provisions
of impaired assets.” Banco de Oro
had a net profit of 1.68 billion pesos
in the third quarter of 2007. The
bank said that despite the third-
quarter loss, its core business re-
mained on track, with loans, depos-
its and service-based fee income
continuing to show solid growth.

Électricité de France SA

In a move to expand its natural-
gas supplies, Électricité de France
SA said Monday it has agreed to buy
controlling stakes in two North Sea
gas fields from the British unit of
U.S.-based ATP Oil & Gas Co. for
£265 million ($421 million). The
deal gives EdF a 68% stake in the
North Sea’s Tors zone and 80% of
the Wenlock field. The fields have
combined reserves of about 3 billion
cubic meters of natural gas, EdF
said. ATP Oil & Gas UK will continue
to operate the fields, it added.
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Telecom stocks
Early afternoon in New York:
      Embarq: $30.55, up 3%.

CenturyTel: $25.68, down 13%

DAILY SHARE PRICE

Daimler AG

Hungary’s government and Mer-
cedes Benz have signed an agree-
ment on a new factory in southern
Hungary that will make 100,000
compact cars a year beginning in
2012. Daimler AG’s premium car
maker said its new plant in the city
of Kecskemet will require an invest-
ment of Œ800 million ($1.01 billion)
and create up to 2,500 jobs. The new
factory will be Mercedes Benz’s first
production plant in Eastern Europe
and is part of the company’s deci-
sion to expand its lineup of compact
cars, the A- and B-class models. Hun-
gary said the factory will benefit the
nation’s economy.

CORPORATE NEWS

SGI plans software for graphics work

Verizon gets boost from wireless

GLOBAL BUSINESS BRIEFS

Canon Inc.

Canon Inc. reported a 21% drop
in net profit for the third quarter
and lowered its profit outlook for
the full year, revealing its deep pessi-
mism about a stronger yen and the
mounting problems from the global
economic turmoil. Tokyo-based
Canon, which makes a wide range of
precision electronics equipment, re-
ported net profit of 83.04 billion yen
($877.8 million) in the quarter, com-
pared with 105.30 billion yen a year
earlier. The outlook for the full year
was cut to 375 billion yen, about
20% below the 500 billion yen profit
Canon called for in its outlook in
July. The revised figure represents a
23% decline from the previous year.
It is also slowing new investment by
slashing its capital outlays outlook
by 5% for the full fiscal year. The
news came after electronics and en-
tertainment giant Sony Corp. last
week gouged nearly 40% off its earn-
ings outlook for the fiscal year
through March, amid the yen’s rapid
rise.

A WSJ NEWS ROUNDUP

CenturyTel Inc. agreed to ac-
quire Embarq Corp. in an all-stock
deal valued at more than $5 billion,
uniting the seventh- and fourth-larg-
est land-line telephone operators in
the U.S. by customers.

The transaction—under which
CenturyTel also will assume $5.8 bil-
lion of Embarq debt—marks one of
the most significant transactions
since wider market panic froze
merger discussions across the econ-
omy.

It also marks another step in the
consolidation of America’s tradi-
tional phone operators. Such compa-
nies are under threat from wireless
and cable-television operators. That
has made efficiency all the more im-
portant for CenturyTel and Embarq,
which run phone operations in 25
states and 18 states, respectively.
Embarq was spun off from Sprint
Corp. in 2006, after the merger that
created Sprint Nextel Corp.

The credit crisis has been a big
factor in the sale of Embarq, based
in Overland Park, Kan. Weeks ago,
Embarq solicited takeover propos-

als from Windstream Corp., the na-
tion’s fifth-largest phone provider.
As markets froze, potential buyers
couldn’t get the cash necessary to
complete a transaction.

Embarq’s chief executive, Tom
Gerke, said at a conference Sept. 17
that consolidation would make
sense in the telecommunications in-
dustry. “We’d certainly be, and have
always been, open to looking at
that,” Mr. Gerke said.

CenturyTel has annual revenue
of about $2.7 billion; Embarq’s pro-

file is much larger, with revenue of
$6.3 billion.

CenturyTel, a Monroe, La., pro-
vider of Internet, voice and televi-
sion services, will pay 1.37 shares
for each share of Embarq. The deal
values Embarq at $40.42 a share
based on the buyer’s closing price
Friday, a 36% premium over Em-
barq’s closing price on Friday.

CenturyTel shares fell 12%, or
$3.52, to $25.98 on the New York
Stock Exchange, in late-afternoon
trading Monday. Embarq shares
rose about 7.2%, or $2.15, to $31.89,
also on the Big Board.

When the transaction closes, Em-
barq shareholders would own ap-
proximately 66% and CenturyTel
shareholders approximately 34% of
the combined company.

CenturyTel Chief Executive Glen
Post will lead the combined firm.
Embarq’s Mr. Gerke will serve as ex-
ecutive vice chairman.

Both companies reported third-
quarter earnings Monday. Century-
Tel said its net income fell 25% to
$84.7 million, or 84 cents a share,
from $113.2 million, or $1.01 a share,
a year earlier. Sales slipped 8% to
$650 million from $708.8 million.

Embarq’s profit rose 1.9% to $160
million, or $1.11 a share, from $157
million, or $1.01 a share. Revenue de-
clined 3.8% to $1.53 billion from
$1.59 billion.

Electrolux AB

Appliance maker Electrolux AB
posted an 11% jump in third-quarter
net profit as price increases and
cost savings more than offset
slightly lower sales. Net profit rose
to 847 million Swedish kronor ($106
million) from 762 million kronor a
year earlier, while sales slipped to
26.35 billion kronor from 26.37 bil-
lion kronor. The Stockholm-based
maker of refrigerators, dishwashers
and vacuum cleaners said it still ex-
pects full-year operating profit of
between 3.3 billion kronor and 3.9
billion kronor, but cautioned that
the market development is difficult
to predict amid increasing uncer-
tainty in the global economy. “The fi-
nancial crisis has without a doubt af-
fected the consumption levels of ap-
pliances,” said Chief Executive Hans
Straberg. The company will have to
continue raising prices in Europe to
compensate for rising raw-material
costs, he added.

Merck KGaA

Drug maker’s net jumps,
without year-earlier charge

German pharmaceuticals and
chemicals maker Merck KGaA said
third-quarter net profit rose
sharply from a year earlier, when its
earnings were weighed down by
charges related to the purchase of
Swiss biotech company Serono. The
German company, which isn’t affili-
ated with U.S. drug maker Merck &
Co., said net profit jumped to Œ200.1
million ($251.8 million) from Œ36.2
million. In the year-earlier period,
Merck booked a charge of Œ183 mil-
lion related to Serono acquisition.
Total revenue, including royalty pay-
ments, grew 8.7% to Œ1.89 billion,
with growth curbed by unfavorable
currency fluctuations. Sales of mul-
tiple-sclerosis treatment Rebif rose
10% to Œ338 million, while sales of
cancer treatment Erbitux increased
13% to Œ134 million. Merck con-
firmed its 2008 forecasts.

Reckitt Benckiser Group PLC

Household-cleaning and per-
sonal-care products maker Reckitt
Benckiser Group PLC reported a
12% increase in third-quarter net
profit and raised its sales outlook
for the full year. Net profit rose to
£285 million ($453.26 million) from
£254 million a year earlier while
sales jumped 24% to £1.66 billion.
The maker of Lysol, Clearasil and
Air Wick recorded growth across all
of its regions and its major brands,
driven by heavy investment in me-
dia advertising and the success of
new products, Chief Executive Bart
Becht said in a statement. Advertis-
ing spending was up 27% from a
year earlier and accounted for 12.5%
of the company’s revenue. “It’s a
very creditable result in the current
climate,” said Investec analyst Mar-
tin Deboo. Reckitt said that the
strong performance allowed it to
raise its sales-growth target for the
full year to 13% from the previous
goal of between 11% and 12%.

By Don Clark

Silicon Graphics Inc., a com-
puter hardware maker that has
gone through tough times, is laying
new plans to expand its influence
through software.

The Silicon Valley company this
week is announcing a set of pro-
grams to help users interact with
complex visual models in new ways,
often without having to buy SGI’s
specialized computers. SGI is also
announcing a technology for render-
ing complex graphic images with
standard personal computers and
servers, avoiding the need for spe-
cial-purpose graphics chips.

SGI’s new offerings represent a
sharp shift for the 26-year-old com-
pany, a pioneer in making technol-

ogy for rendering interactive pic-
tures on computer screens. The com-
pany built its graphics circuitry into
workstations and servers used by
engineers to view car designs, un-
derground oil deposits, weather sys-
tems and other subjects.

But SGI, Sunnyvale, Calif., ran
into stiff competition from com-
puter makers that use the x86 chips
that Intel Corp. and Advanced Mi-
cro Devices Inc. developed for per-
sonal computers. Nvidia Corp. and
other companies also began selling
speciality graphics chips, called
GPUs, that allowed standard comput-
ers to handle most chores that once
required SGI systems. SGI, which
went through Chapter 11 bankruptcy
proceedings in 2006, hasn’t posted a
profit in more than six years.

SGI systems are still widely used
for applications such as multidis-
play systems that integrate maps,
video signals and data feeds for de-
fense and intelligence applications.
It says the latest initiative was in-
spired by a surge in applications
based on visualizing data, the mas-
sive size of image files, and the need
to deliver those images to users
around the world—many of them us-
ing laptops or cellphones.

SGI is offering several pieces of
new and modified software to ad-
dress those problems. One program,
called RemoteVue, is designed to
avoid emailing massive data files by
using centralized servers connected
to the Internet to handle the num-
ber-crunching chores of creating
3-D images.

By Roger Cheng

And Amol Sharma

Verizon Communications Inc.
posted a 31% increase in third-quar-
ter profit on a strong performance
in its wireless unit, but the telecom-
munications carrier warned of a
slowdown in consumer and busi-
ness spending in the fourth quarter.

Verizon reported quarterly net
income of $1.67 billion, compared
with $1.27 billion in the same period
last year. Revenue rose 4.1% to
$24.75 billion.

Verizon Wireless, a joint venture
of Verizon Communications and
Vodafone Group PLC, turned in a
strong quarter amid tough eco-
nomic conditions, with 1.5 million
net customer additions, excluding
630,000 new subscribers from the
acquisition of Rural Cellular, a small
wireless provider.

Analysts have widely viewed Ver-
izon as the best U.S. wireless per-

former in recent years, but it now
faces robust competition from
AT&T Inc., which said last week it
added two million customers in the
third quarter after promoting a
$200 version of Apple Inc.’s iPhone.
AT&T and Verizon ended the third
quarter with 74.9 million and 70.8
million customers, respectively.

Some analysts pointed to Veri-
zon’s higher rate of monthly cus-
tomer turnover—as much as 1.33%
of its total base from 1.12% in the sec-
ond quarter—as a sign the iPhone is
luring some consumers to AT&T. Ve-
rizon plans later this year to release
a touch-screen BlackBerry called
the Storm, which will compete
against the iPhone and other high-
end consumer smart phones.

Verizon would catapult to the
No. 1 U.S. carrier by subscribers if it
completes its pending acquisition of
Alltel Corp. The company said it is
making progress on regulatory ap-
provals and intends to close the deal

by the end of the year, but acknowl-
edged financing costs are higher
than desired in the current market
environment.

Despite the solid wireless re-
sults, other areas of Verizon’s busi-
ness struggled. The company contin-
ued to see a significant decline in
land-line users, with a loss of more
than one million access lines in the
quarter. It also lost 96,000 digital-
subscriber-line Internet users, as ca-
ble providers continue to take mar-
ket share with their faster broad-
band offerings.

“We’re not surprised by it,” said
Verizon Chairman and Chief Execu-
tive Ivan Seidenberg, who said he an-
ticipates further slowing in con-
sumer spending in the fourth quar-
ter.

Verizon’s business unit, mean-
while, saw revenue rise 1.2% in the
third quarter. Mr. Seidenberg said
he expects businesses to curtail
spending until at least next year.
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What will happen to proprietary desks?
In a low-risk world,
banks shrink or close
in-house trading
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Even as oil gets cheaper,
renewable buyouts go on

— 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 Radi Khasawneh

And Harry Wilson

P ROPRIETARY trading, the en-
gine of investment banking
profits for so long, is being

cut back.
Over the past 18 months the

massive bets placed by the teams
have threatened the survival of the
firms on whose behalf they were
placed. Germany’s Westdeutsche
Landesbank, or WestLB, and Swit-
zerland’s UBS AG have been hit
with large losses that have brought
them close to collapse. Now banks
are wondering where the desks fit
into the more cautious approach to
finance the credit crunch demands
and even whether the desks fit that
model at all.

“The change in the funding land-
scape means previous activities
that were taken as a given are no
longer seen as viable,” said
Michael Hampden-Turner, credit
strategist at Citigroup in London.

Several banks have disbanded
proprietary trading desks and oth-
ers have scaled back the capital al-
located to these operations as
shareholders ask how these small

teams were allowed to risk such
large sums. Credit Suisse Group
last week reported 1.7 billion Swiss
francs ($1.45 billion) in proprietary
trading losses and said it would
wind down some of its strategies.
Proprietary trading contributed an
estimated 900 million francs to 1.4
billion francs to revenues, accord-
ing to analysts at Keefe, Bruyette &
Woods in London. The bank de-
clined to comment further on its
proprietary activities.

The risks associated with the
proprietary desks are hard to esti-
mate, but have been rising for
some time. Research published
this month by Credit Suisse Group
showed a 163% increase in the pro-
prietary-trading risk taken across
the investment-banking industry
between 2001 and 2007.

Unexpected market moves can
result in substantial losses for pro-
prietary trading businesses.
French bank Caisse d’Épargne re-
ported a Œ600 million ($760 mil-
lion) loss from its proprietary-eq-
uity-trading business two weeks
ago, caused by the equity market
sell-off that began this month, lead-
ing the bank to shut the desk.

Nick Studer, global head of the
corporate and institutional bank-
ing practice at consultants Oliver
Wyman in London, said the prob-
lem for many banks was they didn’t
understand the size of the risks
their proprietary trading desks

were taking until things started to
go wrong. “These businesses were
in effect internal hedge funds,
which had been producing steady
earnings for several years,” he
said. “It wasn’t until recently that
managers realized quite how large
and risky the positions they were
taking were.”

Frédéric Oudea, chief executive
of Société Générale SA, speaking
last month to senior managers and
journalists, said that while propri-
etary trading remained a core part
of the bank’s corporate and invest-

ment banking operations, the divi-
sion would now be limited to 30%
of the group’s balance sheet.

Despite similar limits at several
other banks, market volatility and
other factors are increasing the
risks investment banks face, as
measured by value-at-risk which
measures the maximum losses a
portfolio could lose within reason-
able expectations of luck. At the
end of the second quarter, U.S. and
European investment banks had a
combined daily value-at-risk of
$1.6 billion, up nearly 1% from the

first quarter, according to Credit
Suisse.

Some banks are also reducing
the availability of leverage for their
proprietary desks, or increasing
scrutiny of the risks the desks take.
Credit Agricole SA’s investment
bank Calyon, which is scaling back
its proprietary trading activities,
and Société Générale have been hit
by rogue trading scandals and are
spending hundreds of millions of
euros on risk management to im-
prove their monitoring of traders.

Some suggest that risk gener-
ated in the proprietary desk can be
sealed off from a bank’s more
day-to-day activities, and single-
purpose entities may emerge.

“The market could develop into
something like the London insur-
ance market, where you have a
growing number of nonbank firms
trading on their own account, simi-
lar to the Lloyd’s Names, to take the
lumpier or more volatile risks,”
said Mr. Studer.

The advantages of this market
structure, says Larry Tabb, chief ex-
ecutive of financial adviser Tabb
Group, is that it separates the mar-
ket from deposit-taking institu-
tions and banks responsible for
payment systems. Large hedge
funds that survive the industry
shake-out will dominate and take
on the types of risks that had been
the domain of bank proprietary-
trading desks.

By Jennifer Bollen

Falling oil prices have led to ques-
tions about the short-term attrac-
tiveness of renewable energy as an
investment, but private-equity
firms remain bullish about the sec-
tor’s prospects.

Portuguese buyout firm Mag-
num Capital Industrial Partners
agreed to the biggest renewable-en-
ergy deal in the past 13 years last
week, with a Œ1.2 billion ($1.51 bil-
lion) acquisition of wind energy as-
sets owned by Enersis, a portfolio
company of Australian investment
bank and infrastructure specialist
Babcock & Brown Ltd.

The transaction overtook an
$895 million acquisition of Ger-
man wind turbine manufacturer
REpower Systems AG last year by
Citigroup Private Equity, the buy-
out arm of Citigroup Inc., as the
biggest renewable-energy deal
since data provider Dealogic’s
records began.

Citigroup’s purchase took total
deal values in the renewable-energy
sector to $2.4 billion so far this year,
up from about $1 billion over the
same period last year, according to
Dealogic.

The deal also trumped the $392
million buyout of Spanish solar-
power company Gamesa Solar in Feb-
ruary by First Reserve Corp., the
world’s largest energy-focused buy-
out firm in terms of assets under man-
agement. At the time of the Gamesa
buyout, First Reserve, whose portfo-
lio mostly consists of conventional
energy companies, said it would use
the business as a platform for invest-

ment in “one of the fastest growing
segments of the renewable space”
and bought Italian peer Ener3 as a
bolt-on acquisition for an undis-
closed sum.

Nigel Meir, a fund manager at al-
ternative investment company Lud-
gate Environmental Fund, said re-
newables’ popularity would con-
tinue for the next decade.

“Renewable energy still repre-
sents a relatively small percentage
of power generation and energy
use,” he said. “I think there are sev-
eral factors and oil is certainly not
the only factor because that would
ignore the ambitious targets being
set by developed countries for re-
newable use. It would also ignore
the fact that price comparables are
changing and wind energy is becom-
ing competitive.”

A spokesman for Babcock &
Brown said, “If you look at the driv-
ers behind renewables at the mo-
ment, there is massive public and po-
litical demand for further sources of
renewable energy in Europe. The
[European Union] has stipulated
countries have to produce 20% of en-
ergy from renewables by 2020. Gor-
don Brown has committed to a
higher renewable-energy target.”

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

In association with:

To book call Tracey Hugget on:
Tel: +44 (0) 20 7749 0230 or
Email: thuggett@efinancialnews.com
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T
HE EUROPEAN Union
is negotiating with
business groups and

trade unions over workplace
smoking bans. The European
Commission, the EU’s execu-
tive branch, wants to see a
ban on smoking for health
and safety reasons, an EU
spokeswoman said. The talks
are at an early stage and any
new EU-wide ban could be
years away, she said.

All 27 EU nations have rules limiting smoking in
public places, but the rules vary. Ireland, for exam-
ple, bans smoking in pubs, restaurants and other en-
closed workplaces, while in Germany, the federal
government leaves it up to regional governments to
decide.  —Associated Press

Talks begin for wide ban
on smoking in workplaces

F
OUR center-right
parties in Lithua-
nia agreed to

form a coalition gov-
ernment after winning
a majority of seats in
a parliamentary elec-
tion. Led by the victo-
rious Homeland
Union, a conservative

party that is critical of Russia, the potential part-
ners said Lithuania is headed for tough economic
times and that changes are urgently needed.

Homeland Union leader Andrius Kubilius, a
former prime minister, was likely to be nominated
by the president to form the next government. The
governing Social Democrats finished in second
place, losing their grip on power in the former So-
viet republic.  —Associated Press
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M
ONEY supply growth
in the euro zone
slowed in September,

as lending to the private and
corporate sectors tapered off.

The figures add “to the evi-
dence that inflationary pres-
sures are now receding mark-
edly,” said Howard Archer, an
economist with IHS Global In-
sight. September’s broad M3
money supply growth was at
an almost two-year low of

8.6% from a year earlier, below August’s 8.8% annual
rise and its slowest since October 2006 when it was
8.5%, the European Central Bank said. The figure,
however, remains well above the ECB’s 4.5% target
for the three-month average, which it views as in line
with maintaining price stability.  —Ilona Billington

An estimated 255 detainees are currently held at the Guantanamo Bay detention
camp in Cuba, down from a high of about 780 in 2003.

Guantanamo-detainee transfers hit snags
Mideast governments,
Bush administration
differ on repatriation

Hungarian stocks decline despite IMF aid pledge

Four center-right parties
agree to form government
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By Jay Solomon

Washington

THE BUSH administration is
stepping up efforts to transfer
Guantanamo Bay detainees to

their home countries or alternative
ones, but the drive continues to be un-
dercut by differences with Middle
Eastern governments.

Yemen in particular has differed
with the administration over the han-
dling of detainees once they are repa-
triated. U.S. officials are seeking as-
surances that returnees won’t en-
gage in extremist acts against Ameri-
can interests. There is also concern
that some could face torture or other
human-rights abuses if returned to
countries such as Algeria and Libya.

“As you get down in numbers, it
gets a little bit harder,” said Sandra
Hodgkinson, U.S. deputy assistant
secretary of defense for detainee af-
fairs, in an interview. “You have the
higher-threat individuals in general,
and/or the governments that have
been the most difficult” to negotiate
with.

An estimated 255 detainees are
still held at the military’s Guantan-
amo Bay detention camp in Cuba,
down from a high of around 780 in
2003. The Pentagon plans to try
roughly 60 to 80 in its military-tribu-
nal system, while another 60 have al-
ready been cleared to leave Cuba.
The rest haven’t been charged but
still are deemed terrorism threats by
the U.S. government.

The Guantanamo Bay prison has
damaged America’s image abroad,
and both major-party presidential
candidates say they intend to close it.
Bush administration officials say
that while it will stay open for now,
they hope to reduce detainee num-
bers as much as possible before hand-
ing things off to the next president.

Another spur for the U.S. to clear
out the Guantanamo Bay facility is a
June Supreme Court ruling that the
255 inmates there have the right of
habeas corpus, meaning they can
challenge their detentions in civilian
U.S. courts. “The legal burden of han-
dling 255 habeas cases is mind-bog-
gling,” said a senior U.S. official.

The Bush administration’s diplo-
matic offensive was on display last
month during Secretary of State
Condoleezza Rice’s tour of North Af-
rica, home to roughly 50 Guantan-
amo detainees.

In meetings with leaders of Libya,

Tunisia and Algeria, Ms. Rice and
other American diplomats pressed
their counterparts to take back some
of the detainees and treat them hu-
manely, according to U.S. officials.
The countries deny human-rights
abuses. Libya and Algeria note that
they face Islamist insurgencies and
other threats.

lgerian President Abdelaziz

Bouteflika agreed to consider taking
more of the remaining 25 Algerians
still detained in Cuba, said the State
Department’s chief legal counsel,
John Bellinger III. Algeria also al-
lowed American diplomats to visit
four recent returnees from Guantan-
amo Bay, whom outside human-
rights groups feared had gone miss-
ing.

Mr. Bellinger added: “We did get
some assurances from the Libyans
on the treatment of future return-
ees, and we are following up on
these cautiously.”

The U.S. is seeking Europe’s help
in resettling 17 Chinese Muslims,
ethnic Uighurs who are being held
in Cuba despite being cleared of in-
volvement in terrorist activities.
This month, a U.S. federal district
judge found the Uighurs had been
held long enough and ordered their
release in the U.S. An appeals court
stayed that order at the govern-
ment’s request.

Some U.S. officials say Washing-
ton might have to take some of the
Uighurs to persuade Europe to take
others. Albania accepted five in
2006, after the Uighurs said they
would face persecution in China.

The biggest challenge to clearing
out Guantanamo Bay remains the
100 Yemenis detained there, say
U.S. officials. U.S. and Yemeni offi-
cials have talked about establishing
a detention facility in Yemen to pro-
cess those seen posing a terrorist
threat, while developing a rehabili-
tation program for others.

Saudi Arabia started a program
in 2006 that has allowed roughly 80
Saudi nationals to return from Guan-
tanamo Bay. The program, which
could be a model for Yemen, uses a
mixture of psychological rehabilita-
tion, religious dialogue, job training
and family support to reintegrate
them into society.

U.S. officials remain worried
that Yemeni returnees could escape
government monitoring and end up
working with al Qaeda, which is sus-
pected of carrying out a September
car bombing on the U.S. Embassy in
Sana’a. In recent months, Yemenis
convicted of participating in the
2000 al Qaeda attack on the U.S.S.
Cole in the port of Aden were either
released or escaped from prison.
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Money supply growth
slows as lending eases

By Edith Balazs

BUDAPEST—A pledge of assis-
tance from the International Mone-
tary Fund brought little relief for bat-
tered Hungarian markets Monday as
investors awaited concrete details of
the arrangement.

Hungarian Prime Minister Ferenc
Gyurcsány was quick to assure inves-
tors that funds to be made available
to Hungary by the IMF will be of con-
vincing size. The European Bank for
Reconstruction and Development
also hailed the announcement as a
strong basis for confidence in Hunga-
ry’s financial framework.

The IMF said Sunday that it had
reached a broad agreement with Hun-
garian authorities on a set of policies

to strengthen the Hungarian econ-
omy. The European Union and indi-
vidual European governments also
will participate in the program, as
will regional and other multilateral
institutions.

Separately, Standard & Poor’s cut
its credit outlook for Poland to stable
from positive, citing deteriorating in-
ternational markets and tightening
credit conditions. The ratings agency
also downgraded Romania’s foreign
debt to junk status, citing its high pri-
vate-sector borrowings and its depen-
dency on uncertain external financ-
ing.

The IMF didn’t disclose the size of
its proposed Hungary package and
said it will be announced in the next
few days, but analysts said it should

exceed $10 billion, based on the IMF’s
agreement in principle with Ukraine
to a $16.5 billion standby loan, also
unveiled Sunday.

“The policies Hungary envisages
justify an exceptional level of access
to Fund resources,” IMF Managing Di-
rector Dominique Strauss-Kahn said.

The forint rose after the an-
nouncement, strengthening late Mon-
day to 269.70 forints to the euro from
an opening 277 forints, after hitting a
record low of 286.2 forints Friday.

The forint’s nearly 20% dive in the
past month has unnerved investors
elsewhere in the EU’s fast-growing
former communist bloc, previously
seen as a safer bet than most other
emerging economies.

The National Bank of Hungary’s

three-percentage-point interest-rate
rise last week, to 11.5%, also boosted
the forint, a dealer said.

But the promised IMF aid failed to
put a floor under sliding Budapest
stocks as the benchmark BUX index
fell below the four-year low it
reached last week. The index fell 9.8%
to 10751.23 Monday as the bourse
caught up with the global decline
over the previous two trading days
during which it was closed for a na-
tional holiday.

The government-debt market
also remained deadlocked as it has
been for more than two weeks. The
government debt-management
agency again was forced to cancel a
treasury-bill auction as bids were
well below the intended volume.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 31.70 $24.39 –0.29 –1.18%
Alcoa AA 23.60 9.04 –0.37 –3.93%
AmExpress AXP 9.70 23.08 –0.97 –4.03%
BankAm BAC 68.30 20.53 –0.54 –2.56%
Boeing BA 8.60 42.36 –2.88 –6.37%
Caterpillar CAT 12.20 32.78 –0.52 –1.56%
Chevron CVX 16.70 61.71 –2.20 –3.44%
Citigroup C 110.40 11.73 –0.41 –3.38%
CocaCola KO 13.70 41.01 –0.60 –1.44%
Disney DIS 14.00 21.37 –1.24 –5.48%
DuPont DD 10.70 27.80 –1.53 –5.22%
ExxonMobil XOM 45.90 66.09 –2.95 –4.27%
GenElec GE 112.80 17.73 –0.10 –0.56%
GenMotor GM 16.90 5.45 –0.50 –8.40%
HewlettPk HPQ 22.10 31.18 –1.26 –3.88%
HomeDpt HD 20.00 18.91 0.40 2.16%
Intel INTC 75.50 14.25 –0.03 –0.21%
IBM IBM 10.20 79.66 –2.41 –2.94%
JPMorgChas JPM 57.30 34.00 –1.43 –4.04%
JohnsJohns JNJ 19.40 60.15 –0.64 –1.05%
KftFoods KFT 10.90 26.92 –0.18 –0.66%
McDonalds MCD 11.10 51.76 –1.30 –2.45%
Merck MRK 14.90 26.82 –0.53 –1.94%
Microsoft MSFT 108.00 21.18 –0.78 –3.55%
Pfizer PFE 59.60 16.39 –0.18 –1.09%
ProctGamb PG 20.10 57.37 –1.50 –2.55%
3M MMM 8.70 60.37 0.76 1.27%
UnitedTech UTX 7.70 45.18 –2.13 –4.50%
Verizon VZ 30.20 27.61 2.53 10.09%
WalMart WMT 24.80 49.67 –1.73 –3.37%

Dow Jones Industrial AverageP/E: nil
LAST: 8175.77 t 203.18, or 2.42%

YEAR TO DATE: t 5,089.05, or 38.4%

OVER 52 WEEKS t 5,694.49, or 41.1%

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

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

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

Aegon  498 –29 –52 215 Fiat "1,050" 88 344 797

Marks & Spencer  414 ... 25 113 PPR 655 88 253 385

Kdom Belgium 58 ... 12 35 Alcatel Lucent "1,201" 89 169 539

Alliance Boots Hldgs 718 1 –5 78 Pernod Ricard 626 89 204 331

Tesco  116 1 16 54 Stena Aktiebolag 935 91 254 565

Dresdner Bk 77 2 10 –29 ISS Glob  763 93 137 370

Svenska Handelsbanken  98 2 18 22 Nielsen  952 101 127 295

E.ON AG 146 3 20 76 HeidelbergCement  "1,163" 140 385 743

Imperial Chem Inds  38 3 7 12 Anglo Amern  528 161 259 393

Centrica  147 4 11 35 Rhodia 960 200 260 492

Source: Markit Group

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

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

British Amer Tob U.K. Tobacco $50.0 15.96 7.19% –12.1% 28.4%

GlaxoSmithKline U.K. Pharmaceuticals 104.7 11.84 5.01 –5.1 –19.4

Tesco U.K. Food Retailers & Whlslrs 40.6 3.34 4.91 –29.1 10.9

Astrazeneca U.K. Pharmaceuticals 53.5 23.79 2.94 0.9 –6.1

Novartis Switzerland Pharmaceuticals 125.7 55.05 1.29 –9.5 –20.6

Soc. Generale France Banks $27.9 38.00 –15.56% –64.0 –57.1

Deutsche Bk Germany Banks 17.0 25.69 –15.10 –70.8 –67.1

Allianz SE Germany Full Line Insurance 29.3 52.01 –14.09 –65.8 –55.9

Siemens Germany Electronic Equipment 41.0 36.00 –11.70 –61.7 –42.0

BASF Germany Commodity Chemicals 23.5 19.95 –10.86 –59.4 –33.7

...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

Diageo 38.8 8.94 1.25% –18.6% 7.1%
U.K. (Distillers & Vintners)
Vodafone Grp 94.1 1.05 0.97 –46.1 –29.5
U.K. (Mobile Telecom)
L.M. Ericsson Tel B 18.8 51.00 0.59 –46.2 –60.8
Sweden (Telecom Equipment)
Barclays 24.1 1.91 –0.31 –66.9 –64.9
U.K. (Banks)
BP 140.1 4.38 –0.45 –30.9 –29.8
U.K. (Integrated Oil & Gas)
Royal Dutch Shell 80.1 18.15 –0.82 –40.6 –29.5
U.K. (Integrated Oil & Gas)
ENI 76.2 15.28 –0.84 –39.7 –31.7
Italy (Integrated Oil & Gas)
Rio Tinto 36.9 22.43 –1.49 –49.9 4.1
U.K. (General Mining)
GDF Suez 84.2 30.86 –1.52 –21.9 20.3
France (Multiutilities)
Total 104.8 35.50 –1.55 –36.6 –31.3
France (Integrated Oil & Gas)
Nestle 141.3 42.72 –1.66 –21.0 11.3
Switzerland (Food Products)
Nokia 56.8 12.00 –1.88 –56.5 –13.5
Finland (Telecom Equipment)
Sanofi-Aventis 71.1 43.47 –2.13 –26.4 –34.9
France (Pharmaceuticals)
Roche Hldg Pt. Ct. 99.6 164.10 –2.32 –17.2 –14.8
Switzerland (Pharmaceuticals)
BHP Billiton 29.2 8.46 –2.65 –54.7 1.8
U.K. (General Mining)
Unilever 38.1 17.86 –2.86 –22.3 –8.7
Netherlands (Food Products)
Anglo Amer 25.0 12.06 –3.29 –64.0 –28.8
U.K. (General Mining)
BNP Paribas 62.4 55.00 –3.51 –25.8 –12.4
France (Banks)
France Telecom 59.8 18.37 –3.57 –28.7 –15.3
France (Fixed Line Telecom)
Banco Santander 53.5 6.87 –3.92 –53.0 –35.4
Spain (Banks)

Assicurazioni Genli 33.2 18.89 –3.97% –43.0% –16.3%
Italy (Full Line Insurance)
Telefonica 75.8 12.94 –4.08 –43.5 –0.7
Spain (Fixed Line Telecom)
Banco Bilbao Vizcaya 35.6 7.62 –4.51 –55.2 –48.2
Spain (Banks)
HSBC Hldgs 123.3 6.63 –4.74 –29.3 –25.4
U.K. (Banks)
UniCredit 29.3 1.77 –5.11 –68.9 –62.1
Italy (Banks)
Koninklijke Philips 16.9 13.01 –5.18 –54.6 –40.3
Netherlands (Consumer Electronics)
SAP 38.1 24.58 –5.44 –34.8 –31.1
Germany (Software)
Royal Bk of Scot 14.6 0.57 –5.92 –86.7 –86.9
U.K. (Banks)
Iberdrola 30.7 4.94 –6.79 –55.4 –11.6
Spain (Conventional Electricity)
ABB 24.0 11.95 –7.44 –65.3 23.3
Switzerland (Industrial Machinery)
AXA 33.5 13.06 –7.77 –57.0 –44.9
France (Full Line Insurance)
UBS 36.5 14.40 –7.93 –74.0 –70.3
Switzerland (Banks)
ArcelorMittal 28.5 15.78 –8.18 –72.7 ...
Luxembourg (Iron & Steel)
Deutsche Telekom 54.3 10.01 –8.33 –29.3 –32.1
Germany (Mobile Telecom)
Bayer 36.0 37.84 –8.71 –34.5 30.6
Germany (Specialty Chemicals)
Daimler 24.4 20.36 –9.17 –73.6 –51.3
Germany (Automobiles)
ING Groep 16.9 6.53 –9.37 –78.6 –72.9
Netherlands (Life Insurance)
E.ON 61.2 24.55 –9.81 –45.4 0.8
Germany (Multiutilities)
Credit Suisse Grp 37.2 38.00 –10.04 –50.3 –32.9
Switzerland (Banks)
Intesa Sanpaolo 34.9 2.37 –10.15 –56.2 –39.2
Italy (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group
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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 1.72 97.68% 0.01% 1.91 1.18 1.36

Eur. High Volatility: 10/1 3.70 93.83 0.02 4.06 2.16 2.79

Europe Crossover: 10/1 8.79 89.16 0.06 9.20 5.74 6.94

Asia ex-Japan IG: 10/1 5.28 87.28 0.02 5.28 1.99 2.96

Japan: 10/1 3.02 93.17 0.02 3.23 1.58 2.07

 Note: Data as of October 24

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

In percentage points
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BLUE CHIPS & BONDS

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

Behind Asia’s deals: Bank revenues from equity capital markets

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

Source: Dealogic
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Rebel merger tests Nepal
New Maoist leaders
find integration is
a contentious issue

Pakistan nears IMF aid pact
after public show of distaste
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Some in the Nepali Army, whose soldiers are shown here, oppose integration with
the Maoist People’s Liberation Army, who it fought in a long civil war.

Taliban commander said
to die in U.S. missile hit

U.S. raid on Syria risks pact, Iraqis say

By Krishna Pokharel

KATMANDU, Nepal—Nepal’s
Maoist leaders are facing their big-
gest test since taking over in govern-
ment two months ago: how to inte-
grate almost 20,000 Maoist rebel
soldiers into the tradition-bound na-
tional army they used to fight.

The Maoist rebels have been liv-
ing in camps in the southern plains
of the Himalayan nation under the
supervision of the United Nations
since their leaders reached a peace
deal more than two years ago that
ended a decadelong civil war. The
deal also led to the overthrow of Ne-
pal’s monarchy and installed the
Maoists’ civilian leaders as the gov-
ernment of the new republic.

How these former rebels are
treated could help determine the du-
rability and course of Nepal’s new ci-
vilian democracy and whether the
country can succeed in reconcilia-
tion efforts after its brutal civil war.

The integration already is turn-
ing into a contentious political is-
sue. The government of Prime Minis-
ter Pushpa Kamal Dahal, the Maoist
party chairman, said in a policy pa-
per last month that it plans to com-
plete “the integration and rehabilita-
tion of the People’s Liberation
Army” within six months.

A committee including representa-
tives of all the major political parties
was expected to hold its first meeting
last week to start to resolve the issue.
But the committee’s work has been
delayed as the parties wrangle over
who should head up the committee.

Nanda Kishore Pun, 42 years old,
the head of the Maoist army, is in no
doubt what should happen next:
The ranks of the Maoist army
should be merged with the
95,000-strong Nepalese army so
they can receive army pay and serve
their new nation.

“We sacrificed, we shed blood
and on that basis there’s a republic,”
he said in an interview. “You can’t ac-
cept the change and refuse the
force, the agent of that change.”

He added: “An excellent national
army can be built by the fusion of
the professionalism of the tradi-
tional army and the democratic con-
sciousness inside our army.”

He is supported by Nepal’s Maoist
defense minister, who now oversees
the national army. Ram Bahadur

Thapa said that the integration of
the two armies already has been
agreed upon in previous accords be-
tween the nation’s political parties in
the presence of U.N. representatives.

But the army and opposition polit-
ical parties have other ideas. Senior
officers are smarting at the idea of
bringing in their erstwhile enemies.

The army, until recently known
as the Royal Nepalese Army, traces
its origins to the mid-18th century
when it was key force in helping an
ambitious prince unify various prin-
cipalities into the kingdom of Nepal.
Officers say the integration of the
professionally underqualified and
politically indoctrinated Maoist
fighters is unacceptable.

If the Maoist fighters want to
join the national army, “they have to
come through open competition af-
ter fulfilling educational, physical
and mental criteria and after disas-
sociating themselves from any polit-
ical party,” said Brig. Gen. Ramindra
Chhetri, spokesman for the Ne-
palese Army.

In private conversations, some
army generals say they are suspi-
cious of the Maoists’ insistence on
integration, fearing that they may
want to eventually control the na-
tional army and use it to achieve
their political goals.

“If you think integration is their
endgame and they stop here, then it
seems to be in everybody’s inter-
est,” said one senior army officer.
“But if you think it is part of their
strategy to achieve their stated goal
of a communist state, then it is a
very dangerous proposition.”

The main opposition Congress
Party accuses the government of
pushing the army integration as the

only option, when previous peace
agreements had talked much more
broadly of “integration and rehabili-
tation” that needn’t include an army
merger but could involve social and
employment programs instead.

One proposal being informally
floated by some politicians, for in-
stance, envisages using the Maoist
army for border security. It’s also pos-
sible the government may ultimately
opt for a compromise in which senior
Maoist soldiers are put into the ar-
my’s upper ranks but the rank and
file are provided with economic assis-
tance as their cadre disbands.

If the government insists on full
integration, as is widely expected, it
risks an uprising from the army. If it
rebuffs the Maoist forces, that will
antagonize a guerrilla army that
might well opt for another pro-
longed war, even against its own po-
litical establishment.

Although both scenarios are
viewed as long shots, the history of
hostilities between the two institu-
tions suggests that neither side is
likely to be flexible in the pursuit of
the resolution it favors.

The national army was first mo-
bilized against the Maoist rebels in
November 2001 after the Maoist
army attacked an army barracks in
western Nepal.

For the next five years, the two
armies confronted each other sev-
eral times without a decisive result.
The March 2004 battle in Beni Ba-
zar, in western Nepal, was typical:
The national army foiled the rebels’
attempt to capture the local govern-
ment headquarters and claimed 500
rebel soldiers died. But the rebel
army made off with a cache of arms
and ammunitions.

ECONOMY & POLITICS

By Bob Davis

WASHINGTON—Despite the ap-
pearance of strains between Paki-
stan and the International Mone-
tary Fund, the two sides may wrap
up an IMF aid package for Pakistan
as early as next week, a senior offi-
cial from Pakistan and an IMF offi-
cial said.

Pakistan has displayed deep am-
bivalence about falling into the
arms of the IMF, with which it has
had a difficult relationship. Late
last week, Shaukat Tarin, an eco-
nomic adviser to the prime minis-
ter, denied that Pakistan had asked
for IMF help. That came one day af-
ter IMF Managing Director Domin-
ique Strauss-Kahn said “Pakistani
authorities have requested discus-
sions with the IMF on an economic
program.”

The Pakistani and IMF officials
described the back and forth as
largely political theater aimed at
the Pakistani population. Critics of
the government on the right and
left were complaining of an IMF
role. The government had to go
through a display of asking other
nations for help first. Pakistan has
approached the U.S., Saudi Arabia
and China, among others, for finan-
cial aid.

China has offered funds on the
condition that Pakistan privatize in-
dustries and get its economic
house in order, said the Pakistani of-
ficial. Essentially, that means Paki-
stan needs to get an IMF loan,
which would commit the country to
make necessary economic changes.

By showing it has exhausted all
other remedies, the officials ex-
plained, Pakistan can then turn to
the IMF. Such tactics limit the em-
barrassment for Pakistan’s new
president, Asif Ali Zardari, whose
past is tied up in Pakistan’s history
with the IMF. At one point in the
mid-1980s, the IMF halted loans to
Pakistan after the government run
by Mr. Zardari’s wife, then-Prime
Minister Benazir Bhutto, ran up
huge deficits. Ms. Bhutto was mur-
dered late last year.

Mr. Zardari, who was inaugu-
rated as president last month, had
declared Pakistan wouldn’t seek
IMF help and would instead
“tighten its belt.”

But the economic situation has
deteriorated faster than expected.
Pakistan is especially hurt by deep
subsidies for food and oil, which
the government has started to
scale back. According to the Paki-
stani official, those subsidies cost
the government between 7% and
10% of gross domestic product, and
produced a huge budget deficit.

Under an IMF program, Paki-
stan would almost surely be re-
quired to cut back the subsidies fur-
ther, take other belt-tightening
moves and devalue its currency, so
it could reduce imports and boost
exports. Those are the kind of condi-
tions that have made the IMF un-
popular in developing countries
around the world—but countries
are often unwilling to take those
steps unless they are seen as being
forced to do so to get a big IMF
loan.

By Matthew Rosenberg

NEW DELHI—Pakistani offi-
cials said missiles from a U.S. pilot-
less drone killed at least eight in-
cluding a low-level Taliban com-
mander tied to attacks on U.S.
forces in Afghanistan, a further
sign that the U.S. is stepping up its
campaign against Islamic militants
inside Pakistan.

A Pakistani military official said
the missiles hit a vehicle as it was
pulling into a residential com-
pound in South Waziristan, one of
the tribal areas along Pakistan’s
border with Afghanistan that are
believed to be a possible hiding
spot for Osama bin Laden and
other top al Qaeda members.

The official said that among the
eight people killed was a low-level
Taliban commander, Mohammed
Omar. Other reports put the death
toll as high as 20. Mr. Omar is be-
lieved to have fought for Jalalaud-
din Haqqani, a long-time associate
of Mr. bin Laden, said Pakistani offi-
cials in South Wazirstan.

The military official in Islama-
bad said authorities believe a U.S.
Predator drone carried out the
strike, citing reports from the
scene of the attack and the fact
that no Pakistani aircraft were fly-
ing over the area at the time. There
was no immediate comment on
Monday’s strike from U.S. officials,
who rarely confirm or deny an
American role in the aerial raids.

Predators, armed with Hellfire
missiles and operated by the Cen-

tral Intelligence Agency and U.S.
Special Operations Command, are
believed to have been used in at
least 15 previous strikes against
militants inside Pakistan since Au-
gust, compared with just a handful
in the first seven months of the
year.

The escalation of strikes re-
flects growing frustration among
U.S. strategists with Pakistan’s fail-
ure to stanch the flow of militants
and weapons across the border to
Afghanistan.

The Pakistanis, for their part,
have repeatedly decried the strikes
as a violation of their country’s sov-
ereignty. But their protests have
been measured compared with the
outcry that followed a Sept. 3 raid
by U.S. Special Operations forces
in Pakistan, an attack that killed ci-
vilians along with militants.
 —Khalid Khan in

Peshawar, Pakistan,
contributed to this article.
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BAGHDAD—Iraqi officials on
Monday warned that a U.S. military
raid into Syria could be used by op-
ponents of a security pact under ne-
gotiation with the U.S.

The Syrians report that U.S.
troops backed by helicopters
launched the cross-border attack
Sunday, killing at least seven peo-
ple. Damascus condemned the raid
as an act of “criminal and terrorist
aggression.”

The raid, which a U.S. military of-
ficial in Washington confirmed, oc-
curred at a sensitive time in
U.S.-Iraqi relations as the two sides
are negotiating an agreement to ex-
tend the legal basis for American
forces in Iraq after a United Nations

mandate expires on Dec. 31.
Opponents and regional coun-

tries, led by Iran, have expressed
concern that the long-term U.S. pres-
ence could allow the Americans to
use Iraq as a staging ground for at-
tacks against its neighbors. The Ira-
qis have insisted this wouldn’t be al-
lowed.

Iraqi Kurdish politician Mah-
moud Othman claimed the raid was
carried out without the Iraqi govern-
ment’s knowledge. “It will be used
against the agreement and will give
the Iranians reason to increase their
interference here against the agree-
ment,” he said. “Now neighboring
countries have a good reason to be
concerned about the continued U.S.
presence in Iraq.”

Government spokesman Ali al-
Dabbagh earlier said the area where
the raid occurred “is a theater of mil-
itary operations where anti-Iraq ter-
rorist activity takes place.”

He later softened his tone, say-
ing the government was investigat-
ing the site and waiting for a report
from the Americans.

Iraqi Foreign Ministry undersec-
retary Labid Abbawi said the Iraqis
were seeking more information and
hoped “the incident does not impact
negatively on our relations with
Syria.” He said he didn’t believe the
raid would affect the security negoti-
ations but acknowledged that
“some will use the incident for the
argument against the agreement.”
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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.

3.84% 9 World -a % % 156.24 –2.97% –50.9% 5.76% 11 U.S. Select Dividend -b % % 590.34 1.78% –34.3%

3.82% 9 Stoxx Global 1800 167.80 –0.69% –41.6% 156.05 –2.93% –49.5% 4.86% 12 Infrastructure 1262.90 –0.42% –34.3% 1496.41 –2.83% –43.3%

3.77% 11 Stoxx 600 195.00 –1.90% –49.5% 181.34 –4.11% –56.4% 2.88% 7 Luxury 581.40 –2.75% –52.8% 612.58 –5.10% –59.3%

3.88% 10 Stoxx Large 200 213.70 –1.61% –48.5% 197.60 –3.83% –55.5% 2.93% 7 BRIC 50 211.00 –2.10% –63.9% 250.02 –4.46% –68.8%

3.09% 11 Stoxx Mid 200 162.20 –3.29% –53.5% 149.94 –5.47% –59.8% 7.33% 3 Africa 50 639.00 0.55% –42.3% 504.08 –1.88% –50.2%

3.47% 10 Stoxx Small 200 99.20 –3.51% –56.0% 91.73 –5.69% –62.0% 7.92% 7 GCC 40 732.20 –1.92% –27.8% 578.57 –4.13% –37.6%

3.79% 10 Euro Stoxx 209.20 –2.52% –51.4% 194.52 –4.72% –58.0% 4.69% 8 Sustainability 673.00 0.13% –43.8% 707.03 –2.18% –51.5%

3.87% 10 Euro Stoxx Large 200 226.20 –2.15% –51.2% 208.99 –4.36% –57.8% 3.10% 10 Islamic Market -a % % 1324.32 –2.32% –47.2%

3.31% 11 Euro Stoxx Mid 200 184.00 –4.26% –51.9% 169.98 –6.42% –58.4% 3.37% 9 Islamic Market 100 1484.90 1.36% –31.9% 1581.23 –0.97% –41.2%

3.55% 10 Euro Stoxx Small 200 109.80 –4.43% –54.1% 101.38 –6.59% –60.4% 7.67% 5 Islamic Turkey -c 1726.20 –1.37% –42.3% % %

9.20% 7 Stoxx Select Dividend 30 1190.80 –3.02% –62.7% 1268.68 –5.21% –67.8% 2.97% 12 Wilshire 5000 % % 8855.89 0.56% –43.2%

6.29% 7 Euro Stoxx Select Div 30 1276.00 –7.50% –61.8% 1364.70 –9.58% –67.0% % DJ-AIG Commodity 140.10 2.69% –19.8% 126.37 0.14% –30.9%

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

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

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

Australia 1.6454 2.5477 1.4223 0.2035 0.0601 0.2343 0.0176 0.4297 2.0494 0.2750 1.2732 ...

 Canada 1.2923 2.0009 1.1170 0.1598 0.0472 0.1840 0.0138 0.3375 1.6096 0.2160 ... 0.7854

 Denmark 5.9836 9.2647 5.1721 0.7400 0.2185 0.8519 0.0641 1.5627 7.4529 ... 4.6302 3.6365

 Euro 0.8029 1.2431 0.6940 0.0993 0.0293 0.1143 0.0086 0.2097 ... 0.1342 0.6213 0.4879

 Israel 3.8290 5.9286 3.3097 0.4736 0.1398 0.5452 0.0410 ... 4.7692 0.6399 2.9629 2.3271

 Japan 93.3750 144.5772 80.7114 11.5483 3.4103 13.2943 ... 24.3863 116.3032 15.6052 72.2549 56.7487

 Norway 7.0237 10.8751 6.0711 0.8687 0.2565 ... 0.0752 1.8343 8.7484 1.1738 5.4350 4.2687

 Russia 27.3800 42.3937 23.6667 3.3863 ... 3.8982 0.2932 7.1507 34.1031 4.5758 21.1870 16.6402

 Sweden 8.0856 12.5193 6.9890 ... 0.2953 1.1512 0.0866 2.1117 10.0710 1.3513 6.2568 4.9140

 Switzerland 1.1569 1.7913 ... 0.1431 0.0423 0.1647 0.0124 0.3021 1.4410 0.1933 0.8952 0.7031

 U.K. 0.6458 ... 0.5583 0.0799 0.0236 0.0920 0.0069 0.1687 0.8044 0.1079 0.4998 0.3925

 U.S. ... 1.5483 0.8644 0.1237 0.0365 0.1424 0.0107 0.2612 1.2455 0.1671 0.7738 0.6078

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.
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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 385.25 12.50 3.35% 799.25 258.50
Soybeans (cents/bu.) CBOT 897.50 30.50 3.52 1,649.00 799.50
Wheat (cents/bu.) CBOT 529.50 13.25 2.57 1,284.25 430.00
Live cattle (cents/lb.) CME 88.775 1.225 1.40 115.325 86.875
Cocoa ($/ton) ICE-US 1,956 –21 –1.06% 3,273 1,845
Coffee (cents/lb.) ICE-US 107.75 –0.90 –0.83 178.90 105.05
Sugar (cents/lb.) ICE-US 10.96 0.20 1.86 15.85 9.89
Cotton (cents/lb.) ICE-US 47.10 0.87 1.88 98.45 45.35
Crude palm oil (ringgit/ton) MDEX 1,390.00 –160 –10.32 4,190 1,358
Cocoa (pounds/ton) LIFFE 1,302 4 0.31 1,706 979
Robusta coffee ($/ton) LIFFE 1,604 –64 –3.84 2,747 1,580

Copper (cents/lb.) COMEX 180.50 11.85 7.03 404.50 162.65
Gold ($/troy oz.) COMEX 742.90 12.60 1.73 1,048.00 437.00
Silver (cents/troy oz.) COMEX 919.50 –10.00 –1.08 2,155.00 601.00
Aluminum ($/ton) LME 1,950.00 22.00 1.14 3,340.00 1,928.00
Tin ($/ton) LME 12,050.00 850.00 7.59 25,450 11,200
Copper ($/ton) LME 3,708.00 –12.00 –0.32 8,811.00 3,708.00
Lead ($/ton) LME 1,215.00 55.00 4.74 3,740.00 1,160.00
Zinc ($/ton) LME 1,114.50 19.50 1.78 2,910.00 1,095.00
Nickel ($/ton) LME 9,700 700 7.78 34,050 9,000

Crude oil ($/bbl.) NYMEX 63.22 –0.93 –1.45 148.60 19.75
Heating oil ($/gal.) NYMEX 1.9383 –0.0318 –1.61 4.2935 1.9128
RBOB gasoline ($/gal.) NYMEX 1.4268 –0.0229 –1.58 3.5547 1.3878
Natural gas ($/mmBtu) NYMEX 6.628 –0.119 –1.76 14.546 0.117
Brent crude ($/bbl.) ICE-EU 63.19 –0.45 –0.71 150.25 60.72
Gas oil ($/ton) ICE-EU 629.00 –1.50 –0.24 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 27
Per In

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

Argentina peso-a 4.0995 0.2439 3.2913 0.3038

Brazil real 2.8081 0.3561 2.2545 0.4436

Canada dollar 1.6096 0.6213 1.2923 0.7738
1-mo. forward 1.6091 0.6215 1.2919 0.7740

3-mos. forward 1.6053 0.6230 1.2888 0.7759
6-mos. forward 1.6030 0.6238 1.2870 0.7770

Chile peso 848.22 0.001179 681.00 0.001468
Colombia peso 2962.04 0.0003376 2378.10 0.0004205

Ecuador US dollar 1.2455 0.8029 1 1
Mexico peso-a 16.6094 0.0602 13.3350 0.0750

Peru sol 3.8656 0.2587 3.1035 0.3222
Uruguay peso-e 28.386 0.0352 22.790 0.0439

U.S. dollar 1.2455 0.8029 1 1
Venezuela bolivar 2.67 0.373892 2.15 0.465701

ASIA-PACIFIC
Australia dollar 2.0494 0.4879 1.6454 0.6078
China yuan 8.5344 0.1172 6.8519 0.1459

Hong Kong dollar 9.6553 0.1036 7.7518 0.1290
India rupee 62.0408 0.0161 49.8100 0.0201

Indonesia rupiah 13451 0.0000743 10800 0.0000926
Japan yen 116.30 0.008598 93.38 0.010710

1-mo. forward 116.07 0.008616 93.19 0.010731
3-mos. forward 115.44 0.008662 92.68 0.010789

6-mos. forward 114.82 0.008709 92.18 0.010848
Malaysia ringgit-c 4.4603 0.2242 3.5810 0.2793

New Zealand dollar 2.2981 0.4351 1.8450 0.5420
Pakistan rupee 101.450 0.0099 81.450 0.0123

Philippines peso 61.281 0.0163 49.200 0.0203
Singapore dollar 1.8828 0.5311 1.5116 0.6616

South Korea won 1829.09 0.0005467 1468.50 0.0006810
Taiwan dollar 41.720 0.02397 33.495 0.02986
Thailand baht 43.326 0.02308 34.785 0.02875

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

Euro zone euro 1 1 0.8029 1.2455

1-mo. forward 1.0003 0.9997 0.8031 1.2452

3-mos. forward 1.0002 0.9998 0.8030 1.2454

6-mos. forward 0.9997 1.0003 0.8026 1.2459

Czech Rep. koruna-b 24.849 0.0402 19.950 0.0501

Denmark krone 7.4529 0.1342 5.9836 0.1671

Hungary forint 270.88 0.003692 217.48 0.004598

Norway krone 8.7484 0.1143 7.0237 0.1424

Poland zloty 3.8383 0.2605 3.0816 0.3245

Russia ruble-d 34.103 0.02932 27.380 0.03652

Slovak Rep. koruna 30.5434 0.03274 24.5220 0.04078

Sweden krona 10.0710 0.0993 8.0856 0.1237

Switzerland franc 1.4410 0.6940 1.1569 0.8644

1-mo. forward 1.4395 0.6947 1.1557 0.8653

3-mos. forward 1.4365 0.6961 1.1533 0.8671

6-mos. forward 1.4347 0.6970 1.1519 0.8682

Turkey lira-d 2.0591 0.4856 1.6532 0.6049

U.K. pound 0.8044 1.2431 0.6458 1.5483

1-mo. forward 0.8054 1.2416 0.6466 1.5465

3-mos. forward 0.8066 1.2398 0.6476 1.5442

6-mos. forward 0.8092 1.2359 0.6496 1.5393

MIDDLE EAST/AFRICA
Bahrain dinar 0.4696 2.1296 0.3770 2.6525

Egypt pound-a 6.9751 0.1434 5.6000 0.1786

Israel shekel 4.7692 0.2097 3.8290 0.2612

Jordan dinar 0.8815 1.1344 0.7078 1.4129

Kuwait dinar 0.3346 2.9885 0.2687 3.7223

Lebanon pound 1869.57 0.0005349 1501.00 0.0006662

Saudi Arabia riyal 4.6705 0.2141 3.7498 0.2667

South Africa rand 13.6880 0.0731 10.9895 0.0910

United Arab dirham 4.5747 0.2186 3.6729 0.2723

SDR -f 0.8427 1.1867 0.6766 1.4781
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 600 195.04 –3.78 –1.90% –46.5% –49.5%

 11 DJ Stoxx 50 2058.16 –60.17 –2.84 –44.1% –46.9%

 10 Euro Zone DJ Euro Stoxx 209.22 –5.40 –2.52 –49.6% –51.4%

 9 DJ Euro Stoxx 50 2293.05 –40.23 –1.72 –47.9% –48.7%

 5 Austria ATX 1675.89 –180.94 –9.74 –62.9% –65.6%

 6 Belgium Bel-20 1854.21 –63.87 –3.33 –55.1% –57.9%

 7 Czech Republic PX 699.8 –51.5 –6.85 –61.4% –63.9%

 9 Denmark OMX Copenhagen 228.48 –7.74 –3.28 –49.1% –52.3%

 9 Finland OMX Helsinki 5713.73 –98.89 –1.70 –50.7% –54.3%

 8 France CAC-40 3067.35 –126.44 –3.96 –45.4% –47.4%

 8 Germany DAX 4334.64 38.97 0.91% –46.3% –45.9%

 … Hungary BUX 10751.23 –1164.80 –9.78 –59.0% –60.6%

 2 Ireland ISEQ 2565.59 –84.62 –3.19 –63.0% –67.4%

 6 Italy S&P/MIB 19092 –787 –3.96 –50.5% –52.5%

 4 Netherlands AEX 237.10 –8.82 –3.59 –54.0% –57.0%

 5 Norway All-Shares 257.87 –10.51 –3.92 –54.8% –56.8%

 17 Poland WIG 25278.60 –12.79 –0.05 –54.6% –60.4%

 8 Portugal PSI 20 5801.76 –164.89 –2.76 –55.4% –55.3%

 … Russia RTSI 549.43 Closed –76.0% –75.3%

 8 Spain IBEX 35 8009.9 –343.3 –4.11% –47.2% –49.1%

 15 Sweden OMX Stockholm 180.19 –6.50 –3.48 –48.8% –52.8%

 11 Switzerland SMI 5500.94 –174.15 –3.07 –35.2% –38.9%

 … Turkey ISE National 100 24336.73 160.05 0.66% –56.2% –56.9%

 7 U.K. FTSE 100 3852.59 –30.77 –0.79 –40.3% –42.6%

 9 ASIA-PACIFIC DJ Asia-Pacific 79.11 –5.38 –6.37 –50.0% –53.8%

 … Australia SPX/ASX 200 3809.2 –60.2 –1.56 –39.9% –43.9%

 … China CBN 600 13143.83 –1030.70 –7.27 –68.3% –68.2%

 8 Hong Kong Hang Seng 11015.84 –1602.54 –12.70 –60.4% –65.1%

 9 India Sensex 8509.56 –191.51 –2.20 –58.1% –57.4%

 … Japan Nikkei Stock Average 7162.90 –486.18 –6.36 –53.2% –57.1%

 … Singapore Straits Times 1600.28 Closed –53.8% –57.7%

 11 South Korea Kospi 946.45 7.70 0.82 –50.1% –54.1%

 10 AMERICAS DJ Americas 215.39 –2.36 –1.08 –42.9% –45.8%

 … Brazil Bovespa 30458.48 –1023.07 –3.25 –52.3% –53.4%

 9 Mexico IPC 17340.02 361.18 2.13 –41.3% –46.4%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of October 24, 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* 213.27 –4.60%–47.1% –48.2%

3.20% 13 World (Developed Markets) 871.64 –4.29%–45.1% –46.6%

2.90% 14 World ex-EMU 103.14 –4.06%–43.0% –45.1%

3.00% 14 World ex-UK 873.47 –3.98%–44.3% –45.8%

4.10% 10 EAFE 1,137.55 –5.52%–49.5% –50.5%

3.20% 10 Emerging Markets (EM) 473.98 –7.84%–61.9% –60.7%

4.70% 9 EUROPE 69.73 –4.75%–45.3% –47.2%

4.90% 9 EMU 126.00 –5.60%–55.0% –54.2%

4.50% 10 Europe ex-UK 76.31 –4.11%–45.3% –46.6%

6.30% 8 Europe Value 77.95 –5.94%–48.6% –51.4%

3.10% 12 Europe Growth 60.64 –3.61%–42.0% –42.9%

4.00% 10 Europe Small Cap 106.77 –5.30%–50.4% –54.1%

3.00% 7 EM Europe 147.95 –11.72% –69.2% –66.4%

5.20% 8 UK 1,151.80 –5.01%–40.0% –40.5%

4.40% 10 Nordic Countries 100.78 –5.21%–51.1% –55.2%

2.10% 6 Russia 346.23 –16.84% –77.0% –73.1%

4.00% 12 South Africa 462.94 –5.38%–35.1% –35.2%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 215.62 –8.32%–59.3% –59.7%

2.20% 14 Japan 500.83 –7.79%–46.7% –51.4%

2.80% 11 China 30.91 –8.14%–63.8% –65.0%

1.30% 14 India 337.68 –11.08% –60.5% –51.9%

2.20% 10 Korea 261.97 –10.39% –49.3% –50.6%

6.50% 10 Taiwan 174.31 –3.31%–47.8% –52.1%

2.30% 18 US BROAD MARKET 949.15 –3.40%–40.5% –42.7%

1.70% 36 US Small Cap 1,176.84 –3.58%–40.7% –43.9%

2.70% 11 EM LATIN AMERICA 1,730.40 –7.62%–60.7% –58.2%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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Health plans face hurdles
U.S. budget deficit
may stunt initiatives
by both candidates

U.S. business lobby riles
Democrats with ad push

By Anna Wilde Mathews

Both U.S. presidential candi-
dates say their plans would provide
health insurance to millions of peo-
ple who lack it. The problem is cost:
With the federal budget deficit
growing, Congress is likely to look
at more limited and incremental
moves to expand coverage.

The Census Bureau said in Au-
gust that about 45.7 million Ameri-
cans were without health insurance
in 2007, or 15.3% of the population.
Neera Tanden, a top policy adviser
to Sen. Barack Obama, said his plan
would “cover all Americans.” Doug-
las Holtz-Eakin, Sen. John McCain’s
senior policy adviser, said the Re-
publican candidate’s proposal
would cover about 25 million to
30 million uninsured people.

Outside analysts have come up
with widely varying numbers. The
nonpartisan Tax Policy Center pro-
jected that in the first year of full im-
plementation, about 1.3 million unin-
sured people would gain coverage
through the McCain plan and about
18 million would under Sen.
Obama’s structure. Lewin Group, a
consulting firm that is a unit of
health insurer UnitedHealth Group
Inc., gave Sen. McCain credit for 21
million and Sen. Obama for 26.6 mil-
lion people.

The candidates’ plans would
likely reach different subsets of the
uninsured. Sen. McCain’s would
change a key aspect of the employer-
based health-insurance system that
has long prevailed in the U.S. He
would make workers pay income tax
on health benefits they get from
their employers, while providing
tax credits of $2,500 per person, or
$5,000 per family, to defray the cost
of health insurance.

Sen. McCain’s plan may particu-
larly help young, healthy people
who lack insurance. Because they
are inexpensive to insure, the tax
credit might be enough to allow
them to purchase insurance on the
individual market. Sen. McCain has
said he also will help those who
can’t get coverage because of a pre-
existing illness.

Sen. Obama would require large
and midsize employers to offer
health benefits, or pay a fee. He
wants to create a health-insurance
marketplace that would include a
new federal plan as a coverage op-
tion. He would force insurers to sell
a plan to anyone who applies for cov-
erage. He would provide subsidies
for lower- and middle-income peo-
ple to buy coverage and expand pro-
grams for the poor, making these
groups among the biggest beneficia-
ries of his plan.

The Tax Policy Center projects
Sen. McCain’s proposal would cost
$185 billion in its first year and
$1.3 trillion over a decade; the num-
bers for Sen. Obama’s plan were
$86 billion and $1.6 trillion, respec-
tively. The Lewin 10-year-cost esti-
mate for Sen. McCain was $2.05 tril-
lion and for Sen. Obama $1.17 trillion.

Jonathan Gruber, a professor at
the Massachusetts Institute of Tech-
nology who has advised Democratic
candidates including Sen. Obama,
said the McCain plan, with its tax
credits, amounts to a “vast new ex-
penditure.”

Mr. Holtz-Eakin, the McCain ad-

viser, said the Republican candi-
date’s plan is “budget neutral” be-
cause it anticipates savings from
new efficiencies in health care in-
cluding attacking fraud in Medicare.
“The notion that somehow it falls
short [of budget neutrality] is some-
thing we would contest,” he said.
“We do believe we have something
that will be fiscally responsible and
get lots of people into coverage.”

The Obama campaign has said it
plans to use money from ending the
Bush tax cuts for wealthier Ameri-
cans to help pay for its plan. It also
cites savings from better technol-
ogy and other improvements to the
health-care system.

If the victorious candidate pre-
sents his health plan to Congress,
such optimistic projections will face
a stern test at the Congressional
Budget Office, Congress’s fiscal
scorekeeper. The office’s estimate
of the actual cost of the plans would
form the basis for debate, and legis-
lators would face a huge barrier ap-
proving any plan assigned a $1 tril-
lion-plus price tag over 10 years.

“There is not really any new
money to spend on major new
health-care-coverage initiatives,”
said Mark McClellan, who led the
Centers for Medicare and Medicaid

Services during the Bush adminis-
tration and is now at the Brookings
Institution think tank.

In the short term, Democrats in
Congress may focus on more limited
steps such as expanding the State
Children’s Health Insurance Pro-
gram, which is jointly funded by fed-
eral and state governments. A bill
that would have increased funding
for the program by $35 billion over
five years was vetoed last year by
President George W. Bush. The legis-
lation would have paid for the spend-
ing by raising the federal tobacco tax.

Ms. Tanden, the Obama adviser,
said the economic downturn should
in fact present an opportunity for
broad health-care change, as more
people lose health coverage or find it
difficult to afford the cost. She said
Sen. Obama maintains his goal of
passing a broad health-care over-
haul in a first term as president.
“Sen. Obama believes we cannot af-
ford not to do health-care reform in
the current economic downturn,”
she said.

Mr. Holtz-Eakin said he believes
Democrats and Republicans could
make early progress by finding con-
sensus on aspects of Sen. McCain’s
plan that involve overhauling care
and trimming costs.

ECONOMY & POLITICS

By Brody Mullins

And Susan Davis

WASHINGTON—The U.S.’s largest
business lobby, the U.S. Chamber of
Commerce, has raised ire among Dem-
ocratic leaders for pouring millions
of dollars into an advertising push to
prevent the party from winning domi-
nance in the Senate next year.

The Chamber says it has raised
enough money this year from corpo-
rations to spend about $35 million
on the Nov. 4 election, double its
budget for House and Senate races
in the 2006 election. The group is
supporting pro-business candi-
dates, almost exclusively Republi-
cans in contested Senate races.

Business executives fear that Dem-
ocrats, buoyed by heavy spending
from organized labor, could gain
enough muscle in the Senate to spark
policies favoring increased unioniza-
tion, higher taxes, more restrictions
on trade and more regulation on the fi-
nancial-services and housing sectors.

Democrats currently control 51
of 100 Senate seats and are expected
to add more. Should U.S. voters give
Democrats a 60-seat majority in the
Senate and elect Sen. Barack Obama
president, the party would be able
to thwart Republican filibusters and
other procedural motions to enact
sweeping policy changes.

TheChamber’scampaignhaspro-
voked a backlash from Senate Demo-
crats.Itisunusualforseniorlawmak-
ers to tell corporations how to con-
ducttheirpoliticalactivity.Butmany
have recently called Chamber lead-
ers and business executives to urge
them not to contribute to the cam-
paign, saying the Chamber has come
to resemble anarm oftheRepublican
Party.

“The whole caucus is upset at
what the Chamber has done,” New
York Sen. Charles Schumer, who
leads campaign operations for Sen-
ate Democrats, said in an interview
last week. Last month, Sen.
Schumer called Chamber President
and CEO Thomas Donohue to com-
plain. A spokesman for Sen.
Schumer confirmed the call.

Mr. Donohue didn’t back down.
Instead, he sent a letter to business
leaders. “The fact that some sena-
tors are spending the time and en-
ergy to participate in a pressure
campaign directed at the Chamber
and its members demonstrates that
our activities are proving effective,”
Mr. Donohue wrote. “We must not
and will not let up.”

The Chamber has spent $10 mil-
lion on advertising on behalf of pro-
business candidates in tight races
since the end of August. No other
single organization has spent more
on Senate races, according to data
collected by the Federal Election
Commission. The Chamber says it
will spend millions more in the final
weeks of the campaign.

The Washington-based Chamber
represents three million U.S. busi-
nesses and most of the thousands of
local chambers of commerce from
across the country. The lobbying fed-
eration says it doesn’t favor either
party but backs “pro-business candi-
dates” from both. It has no legal obli-
gation to be nonpartisan.

Overall, American businesses
tend to contribute similar amounts
to Democrats and Republicans in
their direct giving to candidates and
political parties. Through Sept. 30,
companies and their political action
committees had donated $129.6 mil-
lion to Democrats and $132.6 mil-
lion to Republicans.

The Chamber of Commerce is at-
tempting to counteract another ma-
jor font of funding and influence—
the $300 million that organized la-
bor will spend on campaigns during
this election cycle, most of it aimed
at persuading unionized workers to
vote Democratic. Much of that
money has gone directly to cam-
paigns: Through Sept. 30, labor
unions and their political-action
committees had given $52.3 million
to Democrats and $4.8 million to Re-
publicans, according to data com-
piled by the nonpartisan Center for
Responsive Politics.

Union-backed groups have also
spent about $6 million on advertise-
ments in the close Senate races
since early September. Wednesday,
the Service Employees Interna-
tional Union launched a $1 million
ad campaign in New Hampshire and
Oregon tying incumbent Republican
senators to Bush administration pol-
icies the group said contributed to
the economic downturn.

The centerpiece of the Cham-
ber’s fund-raising and advertising
initiative is its opposition to the Em-
ployee Free Choice Act, a labor-
backed piece of legislation that
would make it easier for unions to
organize workers inside companies.
The legislation, supported by Demo-
crats on Capitol Hill, would over-
turn current requirements that em-
ployees cast secret ballots in votes
on whether to unionize. Unions say
companies can make it difficult for
them to hold such formal elections.

The proposed legislation would
streamline balloting by letting work-
ers sign union-authorization cards.
If enacted, the Employee Free
Choice Act would likely swell the
ranks of organized labor.

The Chamber and many corpora-
tions oppose the measure, saying the
end of secret balloting could allow
union representatives to identify an-
tilabor workers and apply pressure
to them. Tuesday, the Chamber re-
leased a nationwide TV ad attacking
the Employee Free Choice Act.

The bill drew attention this sum-
mer, after it emerged that Wal-Mart
Stores Inc. had held meetings with
managers and department supervi-
sors to warn that the legislation
could lead to union organizing at its
stores. A spokesman for Wal-Mart
said executives don’t tell their em-
ployees how to vote.

Leading the Chamber’s efforts is
Bill Miller, a 46-year-old political
strategist who spent much of the
year visiting corporate boardrooms
around the country to lay out the
threats he says businesses would
face should Democrats capture 60
Senate seats. The businesses con-
sider the legislation a threat, he
says. “They are willing to invest at
significant levels.”

The Chamber isn’t required to
disclose its donors, and most corpo-
rations prefer to keep their contribu-
tions private.

To maintain its tax-exempt sta-
tus, the Chamber can’t spend a major-
ity of its funding on advertisements
that specifically ask people to vote
for or against candidates. But there is
no restriction on ads that tell voters
where candidates stand on issues.
The Chamber’s ads in New Hamp-
shire, for example, refer to Demo-
cratic candidate Jeanne Shaheen as
“The Taxing Machine,” but don’t ex-
plicitly tell voters to oppose her.
 —T.W. Farnam, Brad Haynes,

Louise Radnofsky and Timothy
Aeppel contributed to this article.

THE MART
AVIATION

BOATING

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

CAPITALWANTED

FINANCIAL SERVICES

PROFESSIONAL SERVICES

TRAVEL

2001 Sikorsky S76C+
Executive Helicopter

1115 Hrs Total Time. EGPWS, Garmin GMX-200
Moving Map, Artex 406 MHZ ELT, Excellent
Maintenance, Engines & Powertrain On Support By
The Hour Programs.

Contact Dave
781-259-2501 or 781-259-2525

6 Staterooms
Still time to customize interior

Noell +1 772-475-1070

LARGEST Volume 50m
Under Construction

REPRESENTATIVE-WEB BASED
Realtors welcome. National f irm seeks
representatives nationwide. No competition.
Work from home. Full Time/Part Time. 100K +
potential income.

Please Fax resume to:
561-697-8370

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

Fully Operational, Turn-Key Cold/Heat Set
Web Print Faci l ity . Boca Raton, FL.

Available for Sale Now!
561-939-6442

nheller@3crownprint.com

For Sale By Owner

Investor/Partner Wanted:
Recession Resistant Biz

Specialized auto biz safe from mkt dwntrns &
ideal for franchising in recession. High-end ind.
auto repair biz of 23 yrs to expand nationally.
Business a necessity as sub prime auto loans
vanish. Great profit mrgns and national potential.
Up to 49% offered in franchise co. 303-434-5455

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

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

SCREENWRITER/DIRECTOR
INDIE AWARD-WINNER

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

310-924-5682
Go to: scottwriterdirector.com

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.
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KBL Key Eur Sm Cie EU EQ LUX 10/23 EUR 701.03 –48.9 –53.8 –26.9
KBL Key Europe EU EQ LUX 10/23 EUR 522.12 –40.9 –43.7 –21.7
KBL Key Far East AS EQ LUX 10/23 USD 853.56 –55.3 –57.8 –19.6
KBL Key Major Em Mkts GL EQ LUX 10/23 USD 327.91 –64.7 –63.6 –22.1
KBL Key NaturalRes EUR OT EQ LUX 10/23 EUR 330.95 –46.8 –47.2 NS
KBL Key NaturalRes USD OT EQ LUX 10/23 USD 324.25 –53.1 –52.3 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 10/24 USD 48.94 –69.2 –70.6 –36.3
LG India EA EQ MUS 10/23 USD 32.69 –65.0 –61.2 –19.9
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 10/24 EUR 31.80 –56.5 –63.0 –26.1
MP-TURKEY.SI OT OT SVN 10/24 EUR 18.50 –63.7 –64.2 –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 10/24 EUR 3.10 –65.5 –66.5 NS
Parex Eastern Europ Bd EU BD LVA 10/24 USD 10.02 –26.7 –26.3 –11.2
Parex Russian Eq EE EQ LVA 10/23 USD 9.30 –70.7 –67.7 –31.4
Parex Ukrainian Eq EU EQ LVA 10/23 EUR 2.54 –75.2 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 10/24 USD 96.17 –59.2 –62.7 –20.6
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/24 USD 92.45 –59.6 –63.1 –21.3
PF (LUX)-Biotech-Pca OT EQ LUX 10/23 USD 277.00 –16.7 –22.2 –0.6
PF (LUX)-CHF Liq-Pca CH MM LUX 10/23 CHF 123.68 1.4 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/23 CHF 95.47 1.4 1.8 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/23 EUR 121.27 –45.5 –47.3 –22.9
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/23 USD 73.92 –45.9 –45.1 –15.1
PF (LUX)-East Eu-Pca EU EQ LUX 10/23 EUR 149.32 –70.9 –69.3 –37.7
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/24 USD 80.31 –65.2 –65.9 –25.9
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/24 USD 269.63 –63.3 –63.8 –25.2
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/23 EUR 80.84 –40.8 –43.1 –21.0
PF (LUX)-EUR Bds-Pca EU BD LUX 10/23 EUR 369.44 2.2 1.0 0.3
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/23 EUR 290.13 2.2 1.0 0.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/23 EUR 122.72 –6.4 –7.8 –3.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/23 EUR 89.46 –6.4 –7.8 –3.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/23 EUR 97.21 –32.1 –34.3 –18.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/23 EUR 62.87 –32.1 –34.3 –18.4
PF (LUX)-EUR Liq-Pca EU MM LUX 10/23 EUR 133.83 3.0 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/23 EUR 99.97 3.1 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/23 EUR 319.19 –47.7 –50.5 –25.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/23 EUR 107.29 –41.8 –45.4 –24.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/23 USD 153.06 –23.7 –22.9 –8.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/23 USD 109.13 –23.7 –22.9 –8.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/23 USD 12.66 –47.9 –48.8 –23.8
PF (LUX)-Gr China-Pca AS EQ LUX 10/24 USD 189.19 –55.8 –59.9 –11.3
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/24 USD 175.75 –66.8 –62.4 –21.0
PF (LUX)-Jap Index-Pca JP EQ LUX 10/24 JPY 7689.56 –45.9 –48.8 –29.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/24 JPY 7120.45 –46.9 –52.2 –33.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/24 JPY 6958.55 –47.1 –52.5 –33.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/24 JPY 3690.14 –46.5 –51.0 –33.7
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/24 USD 142.46 –55.4 –57.0 –19.2
PF (LUX)-Piclife-Pca CH BA LUX 10/23 CHF 689.86 –18.8 –21.7 –9.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/23 EUR 47.96 –37.6 –42.1 –20.9
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/23 USD 25.22 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/23 USD 67.82 –39.2 –44.1 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/23 EUR 343.86 –44.3 –49.6 –22.1
PF (LUX)-US Eq-Ica US EQ LUX 10/23 USD 80.29 –37.6 –38.7 –16.3
PF (LUX)-USA Index-Pca US EQ LUX 10/23 USD 72.58 –37.4 –39.4 –17.7
PF (LUX)-USD Bds-Pca US BD LUX 10/23 USD 493.62 4.6 6.8 6.1
PF (LUX)-USD Bds-Pdi US BD LUX 10/23 USD 372.94 4.6 6.8 6.1
PF (LUX)-USD Liq-Pca US MM LUX 10/23 USD 129.79 2.1 2.9 3.8

PF (LUX)-USD Liq-Pdi US MM LUX 10/23 USD 87.49 2.2 2.9 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/23 EUR 108.37 –30.6 –31.8 –14.1
PF (LUX)-WldGovBds-Pca GL BD LUX 10/23 USD 149.34 1.5 3.9 6.2
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/23 USD 126.38 1.5 3.9 6.2
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/23 USD 56.77 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 10/27 SEK 59.20 –49.2 –52.7 –28.8
Choice Japan Fd JP EQ LUX 10/27 JPY 38.61 –51.2 –54.5 –35.0
Choice Jpn Chance/Risk JP EQ LUX 10/27 JPY 39.11 –56.3 –59.4 –35.5
Choice NthAmChance/Risk US EQ LUX 10/27 USD 2.78 –46.9 –47.3 –23.4
Europe 2 Fd EU EQ LUX 10/27 EUR 0.70 –51.7 –54.3 –28.5
Europe 3 Fd EU EQ LUX 10/27 GBP 2.49 –47.1 –47.4 –21.4
Global Chance/Risk Fd GL EQ LUX 10/27 EUR 0.49 –37.1 –41.5 –22.1
Global Fd GL EQ LUX 10/27 USD 1.56 –47.3 –49.6 –23.0
Intl Mixed Fd -C- NO BA LUX 10/27 USD 20.60 –38.2 –39.7 –16.6
Intl Mixed Fd -D- NO BA LUX 10/27 USD 14.53 –38.2 –39.7 –15.5
Wireless Fd OT EQ LUX 10/27 EUR 0.10 –48.8 –52.1 –23.1

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/27 USD 3.51 –61.4 –64.7 –26.3
Currency Alpha EUR -IC- OT OT LUX 10/27 EUR 10.88 6.5 5.6 NS
Currency Alpha EUR -RC- OT OT LUX 10/27 EUR 10.84 6.2 5.1 NS
Currency Alpha SEK -ID- OT OT LUX 10/27 SEK 105.50 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/27 SEK 109.31 NS NS NS
Generation Fd 80 OT OT LUX 10/27 SEK 6.12 –35.2 –37.9 NS
Nordic Focus EUR NO EQ LUX 10/27 EUR 50.63 –48.8 NS NS
Nordic Focus NOK NO EQ LUX 10/27 NOK 55.15 NS NS NS
Nordic Focus SEK NO EQ LUX 10/27 SEK 54.36 –45.4 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/27 USD 0.63 –61.4 –64.8 –25.5
Choice North America Eq. Fd US EQ LUX 10/27 USD 1.37 –43.7 –44.3 –22.2

Ethical Global Fd GL EQ LUX 10/27 USD 0.57 –48.5 –51.0 –24.7
Ethical Sweden Fd NO EQ LUX 10/27 SEK 25.47 –42.8 –46.6 –22.6
Europe Fd EU EQ LUX 10/27 USD 1.45 –59.2 –60.4 –23.3
Global Equity Fd GL EQ LUX 10/27 USD 0.99 –47.7 –50.0 –22.5
Index Linked Bd Fd SEK OT BD LUX 10/27 SEK 12.80 2.5 4.3 3.1
Medical Fd OT EQ LUX 10/27 USD 2.74 –28.9 –28.2 –12.8
Short Medium Bd Fd SEK NO MM LUX 10/27 SEK 9.09 2.3 2.9 2.8
Technology Fd OT EQ LUX 10/27 USD 1.55 –45.6 –47.3 –19.7
World Fd GL EQ LUX 10/27 USD 1.49 –44.3 –46.7 –16.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/27 EUR 1.26 1.4 1.5 2.2
Short Bond Fd SEK NO MM LUX 10/27 SEK 21.36 1.8 2.4 2.6
Short Bond Fd USD US MM LUX 10/27 USD 2.48 1.1 2.0 3.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/27 SEK 10.02 –1.9 –1.6 –0.1
Alpha Bond Fd SEK -B- NO BD LUX 10/27 SEK 8.99 –1.9 –1.6 –0.1
Alpha Bond Fd SEK -C- NO BD LUX 10/27 SEK 25.10 –2.0 –1.8 –0.3
Alpha Bond Fd SEK -D- NO BD LUX 10/27 SEK 8.36 –2.0 –1.8 –0.3
Alpha Short Bd SEK -A- NO MM LUX 10/27 SEK 10.70 1.8 2.4 2.6
Alpha Short Bd SEK -B- NO MM LUX 10/27 SEK 10.03 1.8 2.4 2.6
Alpha Short Bd SEK -C- NO MM LUX 10/27 SEK 20.94 1.7 2.3 2.5
Alpha Short Bd SEK -D- NO MM LUX 10/27 SEK 8.70 1.7 2.3 2.5
Bond Fd EUR -C- EU BD LUX 10/27 EUR 1.27 4.5 4.1 2.2
Bond Fd EUR -D- EU BD LUX 10/27 EUR 0.51 4.5 4.0 2.1
Bond Fd SEK -C- NO BD LUX 10/27 SEK 39.89 5.6 6.0 3.5
Bond Fd SEK -D- NO BD LUX 10/27 SEK 11.97 4.4 4.8 2.9
Corp. Bond Fd EUR -C- EU BD LUX 10/27 EUR 1.07 –8.7 –10.4 –4.9
Corp. Bond Fd EUR -D- EU BD LUX 10/27 EUR 0.84 –9.1 –10.8 –5.2
Corp. Bond Fd SEK -C- NO BD LUX 10/27 SEK 10.58 –12.3 –13.3 –6.3
Corp. Bond Fd SEK -D- NO BD LUX 10/27 SEK 8.31 –12.1 –13.2 –6.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/27 EUR 96.09 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/27 EUR 95.91 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/27 SEK 104.72 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/27 SEK 966.87 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/27 SEK 20.42 3.5 4.0 3.2
Flexible Bond Fd -D- NO BD LUX 10/27 SEK 11.56 3.5 4.0 3.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/27 SEK 85.27 –19.7 –22.0 –9.6
Global Hedge I SEK -D- OT OT LUX 10/27 SEK 77.93 –22.0 –24.2 –10.9

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/27 USD 1.22 –63.3 –64.4 –23.3

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/27 SEK 14.71 –56.0 –60.9 –27.8
Europe Chance/Risk Fd EU EQ LUX 10/27 EUR 771.46 –54.6 –57.0 –30.8

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/24 USD 11.73 –64.5 –69.5 –15.3
Eq. Pacific A AS EQ LUX 10/24 USD 5.70 –58.8 –60.9 –18.3

n SGAM Fund
Bonds CHF A CH BD LUX 10/24 CHF 27.01 3.5 3.0 0.7
Bonds ConvEurope A EU BD LUX 10/24 EUR 27.14 –6.6 –6.4 1.4
Bonds Eur Corp A EU BD LUX 10/24 EUR 19.82 –9.7 –10.8 –5.3
Bonds Eur Hi Yld A EU BD LUX 10/23 EUR 14.33 –32.4 –34.2 –18.1
Bonds EURO A EU BD LUX 10/24 EUR 38.02 2.9 2.7 1.6
Bonds Europe A EU BD LUX 10/23 EUR 36.48 2.0 1.5 0.9
Bonds US MtgBkSec A US BD LUX 10/24 USD 22.07 –12.5 –12.0 –3.2
Bonds US OppsCoreplus A US BD LUX 10/24 USD 30.83 –2.0 –0.5 2.7
Bonds World A GL BD LUX 10/23 USD 36.87 –0.8 2.0 6.2
Eq. ConcentratedEuropeA EU EQ LUX 10/24 EUR 19.46 –51.8 –53.4 –30.1
Eq. Eastern Europe A EU EQ LUX 10/24 EUR 12.56 –71.5 –71.1 –39.1
Eq. Equities Global Energy OT EQ LUX 10/24 USD 13.07 –48.1 –45.7 –13.3
Eq. Euroland A EU EQ LUX 10/24 EUR 8.86 –48.7 –50.4 –26.2
Eq. Euroland MidCapA EU EQ LUX 10/24 EUR 14.52 –49.9 –54.1 –29.5
Eq. EurolandCyclclsA EU EQ LUX 10/24 EUR 12.65 –50.1 –50.3 –22.1
Eq. EurolandFinancialA OT EQ LUX 10/24 EUR 9.16 –50.8 –52.6 –33.1
Eq. Glbl Emg Cty A GL EQ LUX 10/24 USD 5.05 –62.6 –63.4 –24.5
Eq. Global A GL EQ LUX 10/24 USD 19.63 –48.7 –50.3 –25.7
Eq. Global Technol A OT EQ LUX 10/24 USD 3.60 –49.2 –55.1 –27.5
Eq. Gold Mines A OT EQ LUX 10/24 USD 11.73 –60.9 –61.5 –29.3
Eq. Japan A JP EQ LUX 10/24 JPY 624.81 –52.8 –55.6 –36.0
Eq. Japan Sm Cap A JP EQ LUX 10/24 JPY 799.72 –53.1 –58.6 –44.5
Eq. Japan Target A JP EQ LUX 10/24 JPY 1382.15 –31.7 –36.5 –22.4
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 10/24 GBP 8.65 –49.3 –51.9 –29.4
Eq. US ConcenCore A US EQ LUX 10/24 USD 15.66 –41.7 –42.6 –18.9
Eq. US Lg Cap Gr A US EQ LUX 10/24 USD 10.75 –46.6 –48.0 –22.2

Eq. US Mid Cap A US EQ LUX 10/24 USD 18.61 –52.5 –55.1 –21.7
Eq. US Multi Strg A US EQ LUX 10/24 USD 15.71 –45.4 –47.7 –24.0
Eq. US Rel Val A US EQ LUX 10/24 USD 15.38 –46.3 –49.3 –27.7
Eq. US Sm Cap Val A US EQ LUX 10/24 USD 13.56 –45.7 –50.8 –28.2
Eq. US Value Opp A US EQ LUX 10/24 USD 13.33 –47.7 –51.1 –29.8
Money Market EURO A EU MM LUX 10/24 EUR 26.93 3.6 4.4 4.0
Money Market USD A US MM LUX 10/24 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 10/27 EEK 106.84 –60.1 –65.0 –35.6
New Europe Small Cap EUR EE EQ EST 10/27 EEK 57.14 –59.0 –63.3 –33.3
Second Wave EUR EE EQ EST 10/27 EEK 106.78 –61.1 –63.6 –27.4

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
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 09/30 USD 36.22 –88.0 –86.2 –46.5
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 83.73 –41.7 –31.3 –15.2
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 10/23 EUR 244.71 –3.8 –3.9 1.3
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 10/23 EUR 8258.00 27.7 37.2 17.9

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
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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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India’s electric-power vacuum
Patchy power supply
is a drag on growth;
widespread theft

By Jackie Range

NEW DELHI—India is failing
badly in its quest to improve its
poor electricity supply system at a
time when energy is crucial to the
country’s economic-growth ambi-
tions, according to a new report by a
parliamentary body.

The study found “there have been
significant deficiencies in the imple-
mentation” of a government program
to beef up India’s power distribution,
which is intended to reduce power dis-
tribution losses, cut chronic outages
and increase state utilities’ revenues

from selling electricity.
India’s power supply system is

widely viewed as abysmal. Some
parts of rural India experience 15
hours or more a day of power cuts,
and major towns and cities endure
blackouts of several hours a day.
The situation isn’t improving: In the
five years to March 2007, India
added 21,080 megawatts of electric-
ity-generating capacity, compared
with a government target of 41,110
megawatts for that period.

The report found the govern-
ment’s power initiative had failed in
its primary objective, which was to
cut a key measure of electricity dis-
tribution losses by 9% a year. In-
stead, between fiscal 2002 and fis-
cal 2005, losses were cut by only
1.68% a year.

Records documenting power
losses also weren’t kept properly,

the committee reported. Many con-
sumers of power don’t have their
electricity usage metered, the re-
port said. So their energy consump-
tion was estimated, with different
billing authorities using different
criteria to make those assessments.

India’s power ministry is also fail-
ing to prevent widespread theft of
energy. Few cases of theft are regis-
tered and even fewer are prose-
cuted or yield convictions.

India’s chronic power outages
are seen as a serious brake on eco-
nomic progress. India’s economy
has grown an average of 8.7% annu-
ally during the past five years. That
trend, combined with rising in-
comes, has lifted electricity demand
9% a year in recent years.

Although India’s economy is slow-
ing, demand for new power facilities
isn’t expected to show much decline,

says Shahid Hasan of Teri, an inde-
pendent research organization. Ca-
pacity increases are required just to
meet the existing demand from cur-
rent customers, he says.

“Shortage of power and lack of
access continues to be a major con-
straint on the economic growth,”
the Indian government said in its lat-
est five-year plan, which set targets
for the administration up to 2012.
That plan anticipates lifting India’s
installed power-generating capac-
ity by about 70% to 224,906 mega-
watts by March 31, 2012.

In particular, India needs to at-
tract private investment to the elec-
tricity sector, says Mr. Hasan. With-
out it, “it would be almost impossi-
ble to achieve the targets,” he says.

But foreign investors haven’t
found the going easy in the Indian
power sector. For example, now-de-

funct Enron Corp.’s planned $2.9 bil-
lion power plant in western India
was derailed first by political and bu-
reaucratic squabbling over what it
should be allowed to charge for
power, and then by the meltdown of
Enron itself. The plant, now owned
by Ratnagiri Gas & Power Pvt. Ltd.,
still isn’t operating at full capacity,
despite being mostly completed
since the late 1990s.

With the U.S. government re-
cently concluding a landmark nu-
clearpactwithIndia,on theheelsofa
civilian nuclear deal between India
andFrance,moreforeigninvestment
in India’s energy sector is expected.
 —Krishna Pokharel

and Louise Radnofsky
contributed to this article.

ECONOMY & POLITICS

Power up
Electricity generating capacity 
anticipated at the end of India’s 
11th five-year plan, 
in megawatts.

Installed capacity
On March 31, 2007

Total capacity
March 31, 2012

Source: Planning Commission, government of India

224,906

132,329

By Cassell Bryan-Low

LONDON—A British vegetable-
stall owner is appealing, after she
was convicted in court here for us-
ing imperial measures.

Janet Devers, 64 years old, filed
an appeal Monday with Thames
Magistrates Court against her crimi-
nal record. Earlier this month, the
court found her guilty of eight
counts relating to not selling her
produce by the kilogram and the
gram. A European Union rule re-
quires that countries must use met-
ric measures to standardize trade.
While the rest of Europe is metric,
imperial measures are still com-
monly used in Britain.

On Oct. 8, the court found Ms. De-
vers, who runs a stall in Ridley Road
market in East London, guilty of not
having metric prices on all of her
produce and using scales that mea-
sured only in pounds and ounces.
The court ordered Ms. Devers to pay
costs of about £5,000 ($7,950) and
gave her a two-year conditional dis-
charge. She also received a criminal
record.

Ms. Devers was the subject of a
page one Wall Street Journal article
this year.

Ms. Devers isn’t the first to be
convicted under such laws. Four
market-stall owners—including her
brother—lost an appeal to the High
Court in 2002 for not using metric
measurements. They received condi-
tional discharge—which means no
further action is taken as long as
they don’t break the law again
within a specific period of time. A
group campaigning to pardon them
is helping coordinate financing for
Ms. Devers’s case and calls them
“metric martyrs.”

Ms. Devers said her conviction
was “unfair.” She added: “I hope peo-
ple see common sense and see how
ridiculous this all is.”

British retailer
looks for ounce
of mercy in appeal
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n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad
Andfs. Anglaterra UK EQ AND 10/24 GBP 5.89 –37.8 –37.9 –19.3

Andfs. Borsa Global GL EQ AND 10/24 EUR 5.74 –40.0 –40.8 –20.3

Andfs. Emergents GL EQ AND 10/24 USD 8.43 –60.3 –60.6 –22.9

Andfs. Espanya EU EQ AND 10/24 EUR 9.65 –45.4 –45.3 –22.1

Andfs. Estats Units US EQ AND 10/24 USD 12.02 –40.8 –39.2 –18.7

Andfs. Europa EU EQ AND 10/24 EUR 6.31 –43.1 –43.2 –21.9

Andfs. Franca EU EQ AND 10/24 EUR 8.10 –42.4 –43.0 –23.3

Andfs. Japo JP EQ AND 10/24 JPY 390.83 –49.4 –53.0 –31.4

Andfs. Plus Dollars US BA AND 10/24 USD 8.46 –21.0 –21.8 –9.0

Andfs. RF Dolars US BD AND 10/24 USD 10.18 –10.1 –10.9 –3.8

Andfs. RF Euros EU BD AND 10/24 EUR 9.12 –17.4 –18.9 –9.9

Andorfons EU BD AND 10/24 EUR 12.41 –18.8 –21.0 –11.4

Andorfons Alternative Premium OT OT AND 08/31 EUR 111.84 –3.7 –1.5 1.9

Andorfons Mix 30 EU BA AND 10/24 EUR 8.46 –27.1 –28.3 –14.2

Andorfons Mix 60 EU BA AND 10/24 EUR 8.32 –36.9 –37.2 –18.9

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 10/27 EUR 10.17 0.0 –0.3 1.6
DJE-Absolut P GL EQ LUX 10/27 EUR 181.85 –27.9 –27.3 –9.0
DJE-Alpha Glbl P EU BA LUX 10/27 EUR 155.89 –23.8 –22.8 –6.9
DJE-Div& Substanz P GL EQ LUX 10/27 EUR 169.07 –29.1 –31.3 –10.0
DJE-Gold&Resourc P OT EQ LUX 10/27 EUR 102.10 –45.5 –46.5 –20.3
DJE-Renten Glbl P EU BD LUX 10/27 EUR 117.54 –3.7 –4.6 –1.0
LuxPro-Dragon I AS EQ LUX 10/27 EUR 77.62 –57.1 –61.8 –13.3
LuxPro-Dragon P AS EQ LUX 10/27 EUR 76.00 –58.0 –62.6 –14.2
LuxTopic-Aktien Europa EU EQ LUX 10/27 EUR 13.14 –31.8 –31.4 –10.2
LuxTopic-Pacific AS EQ LUX 10/27 EUR 9.32 –56.6 –58.3 –23.3

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 10/27 SEK 11.92 –64.2 –65.0 –27.7
Baltic Fund EE EQ SWE 10/27 SEK 42.66 –42.1 –45.9 –18.0
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 10/27 SEK 3.99 –65.2 –64.6 –30.8

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 10/23 USD 213.32 –31.6 –31.2 –13.6
Sel Emerg Mkt Equity GL EQ GGY 10/23 USD 121.59 –55.1 –55.9 –18.9
Sel Euro Equity EUR US EQ GGY 10/22 EUR 80.52 –44.9 –47.5 –24.4
Sel European Equity EU EQ GGY 10/23 USD 137.14 –51.7 –53.3 –23.8
Sel Glob Equity GL EQ GGY 10/23 USD 142.35 –47.9 –50.7 –24.2
Sel Glob Fxd Inc GL BD GGY 10/23 USD 126.63 –13.7 –13.1 –3.9
Sel Pacific Equity AS EQ GGY 10/23 USD 87.40 –50.4 –51.8 –16.3
Sel US Equity US EQ GGY 10/23 USD 101.03 –40.8 –42.9 –20.2
Sel US Sm Cap Eq US EQ GGY 10/23 USD 127.92 –44.7 –49.3 –25.8

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 10/24 EUR 286.08 –20.7 –21.4 –10.4
DSF 50/50 EU BA LUX 10/24 EUR 214.02 –27.9 –29.3 –14.7
DSF 75/25 EU BA LUX 10/24 EUR 163.31 –35.0 –36.8 –19.6
KBC Eq (L) Europe EU EQ LUX 10/24 EUR 395.94 –47.9 –49.8 –27.5
KBC Eq (L) Japan JP EQ LUX 10/24 JPY 15920.00 –46.1 –50.4 –31.5
KBC Eq (L) NthAmer EUR US EQ LUX 10/24 EUR 446.94 –42.0 –43.6 –21.1
KBC Eq (L) NthAmer USD US EQ LUX 10/24 USD 639.84 –41.3 –42.7 –19.4
KBL Key America EUR US EQ LUX 10/23 EUR 317.42 –45.7 –46.8 –21.4
KBL Key America USD US EQ LUX 10/23 USD 327.84 –45.7 –46.6 –20.1
KBL Key East Europe EU EQ LUX 10/23 EUR 1301.35 –61.7 –60.7 –30.2
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Paris probes trading loss
at Caisse d’Epargne

G-7’s warning fails to quell
safe-haven currency flows
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By Jonathan Cheng

And Amy Or

HONG KONG—Bank of East Asia
Ltd. will take a hit of 3.5 billion Hong
Kong dollars, or about US$450 mil-
lion, to its bottom line this year af-
ter unwinding soured positions on
collateralized debt obligations, add-
ing to a string of recent unwelcome
surprises for investors.

The bank, Hong Kong’s fifth-larg-
est by assets, said that as a result, it
will record a substantial fall in net
profit for the year. It posted HK$4.14
billion in net profit last year.

In a filing with Hong Kong’s stock
exchange, Chairman and Chief Exec-
utive David Li said the bank’s busi-
ness remains sound and all its statu-
tory ratios are well above required
levels. He said the bank moved to
eliminate the position because hold-
ing it could result in bigger losses.

“Directors believe that this dis-
posal is in the best interest of the
bank and its shareholders, as it will
eliminate the bank’s exposure to
any further mark-to-market losses
in the value of this asset,” he said.

A bank spokeswoman said the col-
lateralized debt obligations were re-
lated to insurer American Interna-
tional Group Inc., which the U.S. gov-
ernment effectively nationalized last
month, and investment bank Leh-
man Brothers Holdings Inc., which
has filed for bankruptcy protection.

Collateralized debt obligations,
which involve complex bond pools,
have played a key role in the unfold-
ing of the credit crisis.

Bank of East Asia’s move was dis-
closed after the close of Monday’s

trading in Hong Kong, where shares
fell across the board on economic
concerns and investor aversion to
risk. Bank of East Asia’s shares fell
16% to HK$13.38.

The bank’s losses also come just a
week after Hong Kong-listed conglom-
erate Citic Pacific Ltd. reported
losses of as much as HK$15.5 billion
from speculative positions on the Aus-
tralian dollar. The disclosure added to
investor skittishness over other prob-
lems that might be lurking on Hong
Kong’s corporate balance sheets.

“It is surprising in its magni-
tude,” Ivy Pan, an equity strategist
with ABN Amro Private Bank, said
of the loss.

Last month, Ms. Pan downgraded
her rating on the bank to “sell.” She
added: “We know Bank of East Asia is
a little more aggressive.” The bank’s
spokeswoman declined to comment.

Still, Ms. Pan said Bank of East
Asia isn’t likely to run into major
problems, given Hong Kong offi-
cials’ moves last month in support
of the bank.

Bank of East Asia suffered a bank

run last month based on rumors that
the lender’s finances were in a precar-
ious state. The bank said the rumors
had “no basis in fact,” but it still lost
5% of its deposit base in three days,
according to a Citigroup report that
cited discussions with the company.

Hong Kong officials moved
quickly to reassure the public that
the bank was sound. City officials
also recently moved to guarantee
bank deposits.

Just days before that, Bank of East
Asia had to revise its first-half profit
downward by HK$109 million after it
discovered an employee had falsified
trading records. Hong Kong police ar-
rested a 29-year-old suspect.

The bank said the trader had ma-
nipulated the valuation of certain eq-
uity derivatives held by the bank.
The employee had recorded a profit
of about HK$38 million in the first
six months of 2008 when there
should have been a loss of HK$93 mil-
lion, it said.

The bank called that incident an
isolated one, with no material effect
on its balance sheet or capital.

BEA takes a hit on CDOs
Hong Kong lender
says sour positions
will reduce its profit

Former Milberg partner sentenced
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Bank of East Asia
Monday’s close: HK$13.38, down 16%
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By Chris Oliver

And William L. Watts

A warning by the Group of Seven
industrialized nations Monday
against “excessive volatility” in the
yen did little to quell safe-haven
flows, but it could set the stage for
coordinated intervention aimed at
arresting the Japanese currency’s
rise, strategists said.

“We are concerned about the re-
cent excessive volatility in the ex-

change rate of the
yen and its possible
adverse implica-
tions for economic
and financial stabil-

ity,” G-7 finance ministers and cen-
tral bank chiefs said in a joint state-
ment. “We will continue to monitor
markets closely, and cooperate as
appropriate.”

The yen gained ground Monday
against the dollar and the euro but
didn’t challenge multiyear highs
against both currencies set last week.

In afternoon trading Monday in
New York, the euro fell to $1.2536

from $1.2585 late Friday, and the dol-
lar slipped to 94.12 yen after touching
a low of 92.02 yen earlier in the day.
That is down from 94.60 yen late Fri-
day. On Friday, the dollar fell as low
as 90.90 yen, the yen’s strongest level
versus the dollar since August 1995.

The euro traded at 118 yen Mon-
day afternoon, down from 119.05
yen. The pound fell to $1.5652 from
$1.5904, and the dollar was at 1.157
Swiss francs from 1.1697 francs.

Japanese Finance Minister Shoi-
chi Nakagawa told reporters the
emergency statement was issued in
response to a request by Japan. The
statement was the first specific ref-
erence to the Japanese currency in a
G-7 communique since 2000.

While the dollar is still trading
significantly above its post-World
War II low of 79.85 yen, set in April
1995, the rapidity of the yen’s recent
appreciation has analysts and gov-
ernment considering intervention.

The U.S., Europe and Japan last
jointly intervened in the currency
market in September 2000, to sup-
port the then-slumping euro.
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PARIS—The Paris prosecutor’s
office said Monday it opened an in-
vestigation into a Œ751 million
($945.1 million) trading loss at
French mutual bank Caisse
d’Epargne that prompted the resig-
nation of its top executives.

The probe was launched after
Caisse d’Epargne, which is unlisted,
filed a lawsuit against unnamed peo-
ple for breach of trust at the bank.

Caisse d’Epargne had initially
evaluated the loss at Œ600 million. A
spokesman for the bank said it had
no comment to make on the fact
that the prosecutor’s office had put
a higher figure on the amount of
money lost.

The loss was revealed earlier
this month, angering President Nico-
las Sarkozy and prompting Econ-
omy Minister Christine Lagarde to
ask for a special audit of all banking
institutions in France.

The company’s chairman, chief
executive and finance chief resigned
Oct. 19 after the company revealed a
small team of traders made a disas-
trous bet on the stock markets.

“An investigation has been open
since Friday,” a spokeswoman for
the prosecutor’s office said.

Caisse d’Epargne had been con-
sidered one of France’s most
trusted domestic savings banks,
with an image far removed from the
fast-paced world of the investment
banks hit most heavily over the past
year by the global financial crisis.

Ms. Lagarde has since said there
were “grave failings in the monitor-
ing systems” at the bank, and Mr.
Sarkozy called the situation “unac-
ceptable.”

The incident recalled a trading
scandal at Société Générale SA,
France’s second-biggest listed bank
after BNP Paribas SA, which in Janu-
ary unveiled Œ4.9 billion of losses it
said were caused by unauthorized
deals by junior trader Jérôme
Kerviel.

Caisse d’Epargne is planning to
merge with rival French mutual
lender Banque Populaire. Caisse
d’Epargne and Banque Populaire
both have stakes of 35% in Natixis
SA, a French investment bank that
has been hit hard by the credit crisis.

By Nathan Koppel

David Bershad, a former partner
of a New York plaintiffs’ firm in-
dicted for paying kickbacks to cli-
ents, has been sentenced to six
months in prison.

The U.S. Attorney’s Office in Los
Angeles indicted the firm now
known as Milberg LLP, along with
Mr. Bershad, and several other
former partners, for their role in a
kickback scheme that induced cli-

ents to file securities suits. The
firm, which was formerly named
Milberg Weiss Bershad & Schulman
LLP, escaped charges this year in ex-
change for paying a fine of $75 mil-
lion, but former partners Melvyn
Weiss and William Lerach are serv-
ing prison time for their role in the
crime. Another partner, Steven
Schulman, was awaiting sentencing
later Monday.

The sentence handed down by
U.S. District Judge John Walter to Mr.

Bershad, a longtime member of man-
agement who pleaded guilty last year
to conspiracy, was double the time
recommended by the government.

In a motion filed with the court,
Mr. Bershad, 68, asserted that he
should be excused from prison time in
light of his cooperation with the gov-
ernment, his good deeds in the com-
munity and his poor health. “We’re ob-
viously disappointed that the court
did not accept our recommendation,”
said lawyer Robert Luskin.
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