
The U.S. Federal Reserve is
poised on Wednesday to again
cut its benchmark interest
rate, possibly to 1%, as new re-
ports on consumer confidence
and home prices showed the
nation’s economy deteriorat-
ing sharply. Page 1

n The Dow roared higher in
late trading, closing up 11% de-
spite gloomy news on consumer
confidence. European markets
rose as well. Pages 1, 20

n Oil prices and demand con-
tinue to fall, but executives
warn prices could ramp back
up dramatically when the glo-
bal economy rebounds. Page 19

n Persian Gulf states are less
flexible about investing in the
West as their investment funds
face big paper losses amid re-
cent global stock declines. Page 3

n Russia stepped in to resolve
a dispute between one of the
country’s richest men and Deut-
sche Bank. Page 19

n Iceland’s central bank raised
its key interest rate six percent-
age points to 18%. Page 2

n Boeing Machinists will vote
Saturday on a pact that would
end a 52-day strike. Page 4

n Volkswagen shares contin-
ued to climb after Monday’s
surge on investors’ enthusiasm
for Porsche’s plans to buy three-
quarters of VW’s stock. Page 6

n Auto lender GMAC is seeking
a commercial-bank charter to
access U.S. bailout monies and
lower-cost loans. Page 6

n Higher oil prices boosted
third-quarter earnings at BP and
Occidental Petroleum. Page 4

n Banco Santander posted a
4.4% rise in net profit and said
it had enough capital to make
it through a downturn. Page 5

n Russia and China reached
agreement on an oil-pipeline
deal under which Chinese firms
will provide “considerable”
loans to Russian firms. Page 10

n The dollar and euro surged
against the yen. Page 19

Dow leaps 11%
as investors
seek bargains

Sarkozy outlined measures to
boost employment in France,
including an additional 100,000
subsidized job contracts, and
warned employers not to use
the financial crisis as a cover
for shedding workers. The
moves came as new data
showed a decline in European
consumer confidence. Page 1

n Rebels advanced toward
Congo’s eastern provincial capi-
tal of Goma, sending tens of
thousands of civilians into a
makeshift shelter as Congolese
troops and U.N. tanks retreated.

n The U.S. is actively consider-
ing talks with elements of the
Taliban, in a major policy shift.
Meanwhile, Pakistani and Af-
ghan leaders vowed to seek dia-
logue with Taliban insurgents.

n A widening margin of new
and returning voters support
Obama, a new poll shows. But
the question of how heavily they
will turn out for next week’s
election still lingers. Page 12
n Republicans appear to be
losing control of the debate
over taxes in the U.S. Page 12

n Iraq’s cabinet authorized
Maliki to reopen talks with the
U.S. on a security pact. An Iraqi
court sentenced to death a sus-
pected al Qaeda militant for kill-
ing three U.S. soldiers in 2006.

n Syria ordered an American
school and a cultural center in
Damascus closed in response to
a U.S. attack on a village near
the border with Iraq. Page 10

n A Russian court convicted
banker Alexei Frenkel of organiz-
ing the murder of central bank
official Andrei Kozlov in 2006.

n Britain said it will publicly
list and ban entry of over 200
people whose extremist views
threaten national security.

n The kidnappers of Chinese oil
workers in Sudan panicked when
they saw a military aircraft and
killed at least three hostages, Su-
dan said, contradicting China’s
claims of a botched rescue.

n Israel plans to hold national
elections in mid-February, a
Parliament spokeswoman said.

n Spanish police detained four
alleged members of Basque sep-
aratist group ETA who are sus-
pected of planning an attack.

U.S. Fed is poised to cut
key interest rate to 1%
Desires to avert
recession, deflation
drive latest effort

By Sebastian Moffett

PARIS—French President Nico-
las Sarkozy unveiled a series of em-
ployment-boosting measures, in-
cluding 100,000 additional subsi-
dized job contracts, as new data
showed a decline in European con-
sumer confidence.

Mr. Sarkozy said his government
will increase to 330,000 the number
of subsidized job contracts it will fi-
nance in 2009. The figure is 100,000
more than originally proposed.

He also warned employers not to
use the crisis as a cover for shed-
ding workers: “I won’t tolerate any
cynical or opportunistic strate-
gies,” he said in a speech, pointing
to “those who might use the current
crisis to justify reducing production
and jobs.”

Mr. Sarkozy’s speech came as
Italian Economy Minister Giulio
Tremonti met with Bank of Italy
Gov. Mario Draghi and other top fi-
nancial regulators to discuss chal-
lenges facing Italian banks.

Also on Tuesday, several Euro-
pean economies announced de-
clines in consumer confidence for
October, presaging what could be a
long and sharp recession for the
Continent. The fear is that, as busi-
nesses cut down their hiring plans
and lay off workers, households will
feel the pinch and spend less. That
would further damage businesses.

In the U.K., a Confederation of
British Industry survey reported
that sales on U.K. high streets fell
for a seventh consecutive month in
October and that retailers expect lit-

Please turn to page 31

Sarkozy unveils job plan;
Europe data show slump

Editorial&Opinion

By Peter A. McKay

U.S. stocks roared higher in late
trading after earlier being tripped
up by a rock-bottom reading of U.S.
consumer confidence.

The Dow Jones Industrial Average
closed at 9065.12, up 889.35 points,

or 11%. It was only
the fifth gain this
month, but the sec-
ond-biggest rally in
the index’s history

in point terms. Only the 936.42-point
rally on Oct. 13 was larger.

Rallies in overseas shares and fa-
vorable news at two blue-chip com-
panies, Boeing and General Motors,
boosted market participants’ mood
early in the session.

That enthusiasm briefly wavered
after the release of downbeat eco-
nomic data but came back as the clos-
ing bell approached, with buyers
rushing in either to rebalance beaten-
down portfolios or to place specula-
tive bets at bargain-level prices.

“People are starting to take a
long-term view, and the long-term
looks pretty good,” said Anthony
Conroy, head trader at BNY Con-
vergEx, a New York brokerage firm.

Alluding to the Dow’s steep de-
cline from its record about a year

Please turn to page 31

Orange split
Ukraine’s major parties have
picked an awful time to resume
their long-running feud. Page 15

French President Nicolas Sarkozy, center, visits a new jobs center in Rethel, France,
Tuesday, with Finance Minister Christine Lagarde, second from right.
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What’s News—
Business & Finance World-Wide

ABREAST OF
THE MARKET

Microsoft is battling
a low-cost rival for Africa
NEWS IN DEPTH | PAGES 16-17

Economists struggle to
gauge the U.S. downturn
ECONOMY & POLITICS | PAGE 10

By Jon Hilsenrath

The U.S. Federal Reserve is
widely expected to cut its bench-
mark interest rate again Wednes-
day, possibly to 1%, amid a darken-
ing economic outlook.

The case for more rate cuts
strengthened Tuesday, with new re-
ports showing the U.S. economy de-
teriorating sharply. Consumer confi-
dence tumbled to a record low in Oc-
tober as credit markets collapsed.
The percentage of Americans say-
ing jobs were hard to get—at
37.2%—is at a 15-year high and
seems sure to go higher.

The housing market also took a
turn for the worse. Earlier in the
summer, some housing indicators
suggested that home-price declines
might be slowing. But the S&P/Case-
Shiller home-price index for 20
large cities was down 16.6% in Au-
gust from a year earlier, a record de-
cline. Falling home prices feed a
downward housing spiral, creating
pressure for more foreclosures and
mortgage losses among banks.

The Fed has already pushed its
Please turn to page 31
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Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 9065.12+889.35 +10.88
Nasdaq 1649.47+143.57 +9.53
DJ Stoxx 600 199.44 +4.40 +2.26
FTSE 100 3926.38 73.79 +1.92
DAX 4823.45+488.81 +11.28
CAC 40 3114.92 +47.57 +1.55

Euro $1.2478+0.0023 +0.18
Nymex crude $62.73 -0.49 -0.78

Dell recommends Windows Vista® Business
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Energy Smart power management.
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operating conditions and other factors. Maximum battery capacity decreases with time and use. Dell Corporation Limited,
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Evidence is mounting
that the credit crunch is ob-
structing global trade.

The drumbeats began in
August when two Korean
ship builders canceled or-
ders because buyers
weren’t able to produce ini-
tial payments.

The beat got louder as
the Baltic Dry Index of ship-
ping rates plunged. It’s now
down more than 90% from
its mid-May peak.

Then the Globus Mari-
time shipping company said
on Friday it had to sell one
of its ships for 29% below
an earlier agreed-upon

price. Globus, which is
listed on London’s AIM ex-
change, blamed the fall in
shipping activity and the in-
creasing difficulties in secur-
ing trade finance.

This week, Indonesia’s
coffee trade group made a
remarkable appeal to the
government for a double-
dose of help: A price floor
on fast-sinking coffee prices
and cheap credit for export-
ers unable to obtain fund-
ing to ship beans to U.S.
and European customers.

All signs point to the
likelihood that Indonesian
exporters aren’t able to

meet banks’ terms for addi-
tional collateral for loans
made against coffee stocks;
coffee prices have fallen
more than 35% from their
peak in March.

The falling prices are of
course a symptom of the
ever-weakening global econ-
omy and China’s softening
demand for goods and the
ships needed to carry them.

But China is only the
first step in explaining the
full measure of the collapse.
The near-cessation of global
credit is at the root of this
particular rout.
 —Chuin-Wei Yap and

Mohammed Hadi

Despite promised output
cuts, OPEC will struggle to
get ahead of the curve on oil
prices. But that shouldn’t
stop investors from doing
so.

A week before OPEC’s
emergency quota cut was an-
nounced last Friday, the
Nymex crude oil forward
curve had moved firmly into
a “contango” structure,
where futures command a
premium to the spot price.

The implication is that
immediate demand for bar-
rels is soft. Ordinarily, that
discount would encourage
the likes of refiners to mop
up supplies, thereby flatten-

ing the curve. However, with
refining margins crushed by
weak demand and short-
term financing frozen, refin-
ers are less inclined to
tie-up working capital in oil
inventories. Higher borrow-
ing costs also make it harder
for speculators to finance
purchases of spot crude oil,
weakening the price relative
to futures.

With recession looming,
the curve looks set to
steepen further. Investors
can profit from this by tak-
ing a short position in, say,
the front-month contract
and rolling it into the sec-
ond month. Essentially, this

is a bet that contracts closer
to the spot price continue
falling at a faster rate than
those further out in the
curve. A long position fur-
ther out, where the curve is
flatter, would act as a
hedge.

Swift action by OPEC,
drying up the glut, presents
a risk. But OPEC’s internal
divisions mitigate this. Oil-
consuming nations present a
further risk—their govern-
ments should, if they’re sen-
sible, mop up supplies for
their own strategic reserves.
That’s if they still have the
money to do so, of course.

—Liam Denning

Russian winters are noto-
riously treacherous for for-
eigners. But the months
ahead may prove particu-
larly chilling for foreign
creditors and investors af-
ter the decision by a Rus-
sian court to freeze shares
in telecoms operator
Vimpel Communications.

The freeze called into
question the validity of
debt covenants and the abil-
ity of creditors to claim col-
lateral used to secure loans
to Russian companies. For-
eign creditors have favored
securing Russian debt with
shares because securities
are easier to seize.

Nominally at issue is the
long-running spat between
Altimo, the telecoms arm of
Russia’s Alfa Group, and
Norway’s Telenor, which
have been battling for years

over who has the final say
on strategy at Vimpelcom,
in which Alfa holds 44% of
voting rights and Telenor
29.9%. The court decision to
freeze their holdings is just
the latest twist in the part-

ners’ legal wranglings.
The court’s decision Mon-

day came as an associate
company of Altimo was re-
negotiating the terms of a
$2 billion loan taken out
with Deutsche Bank, leader
of a syndicate of creditor
banks, with the risk the
banks were going to seize
the collateral should the
talks fail. The debt is se-
cured against the Vimpel-
com stake, so the court’s de-
cision pulled the rug out
from under the banks’ feet.

As it is, the Russian gov-
ernment’s decision to repay
the debt took away the sting
of the freeze. But the court
showed the risk premium
for doing business in Russia
at a time when few coun-
tries can afford to snub out-
side creditors and investors.
 —Molly Neal

The difficult choice for central banks

As OPEC struggles, investors can act The crunch thins out the trading lanes

Investors agree on Alitalia plan
Holding group aims
to use $1.4 billion
to buy carrier’s assets

There are few things for-
eign-exchange traders like
more than volatility and bet-
ting against central banks.

So it’s little wonder
French Finance Minister
Christine Lagarde isn’t top
of the pops for suggesting
central-bank intervention to
prevent further apprecia-
tion in the yen would come
from the Bank of Japan
alone.

That took the excitement
out of Monday’s unexpected
G-7 communique, which
seemed to increase the
chance of a coordinated
move. In reality, the fact
the G-7 issued a statement
rather than intervening sug-
gests that the only joint cur-
rency action it is consider-
ing is verbal—for a number
of reasons.

Central banks’ firepower
is limited when trillions of

dollars are traded daily on
foreign-exchange markets.
Well-timed intervention can
smooth out disorderly move-
ments in exchange rates.
It’s far from clear that’s the
problem today. The overdue
deleveraging of the global
economy, with the unwind-
ing of the yen “carry trade”
a key part of that, is such a
force that the central banks
are right to keep out of
harm’s way.

And the currency mar-
kets are hardly the central
banks’ priority. The banks
can be forgiven for husband-
ing resources to keep credit
markets alive. The global fi-
nancial system is still in in-
tensive care, even if the in-
fusions of central-bank cash
and the government-backed
bank bailouts have averted
major cardiac arrest.

So another round of coor-

dinated interest-rate cuts
may be in the offing in-
stead. The U.S. Federal Re-
serve’s policy-making com-
mittee meets Wednesday,
just after the European Cen-
tral Bank and Bank of Eng-
land have made it clear
their next moves will be to
lower rates.

Cutting interest rates
would ease pressure on
small countries, such as
Denmark, Iceland and Hun-
gary, which have raised
rates to stanch capital out-
flows and support their fall-
ing currencies. Bigger econo-
mies, like Brazil and India,
would find it easier to
loosen monetary policy to
boost internal demand as
export demand sags. That’s
why sympathy is all that Ja-
pan is ever likely to get
from the G-7.
 —Matthew Curtin

Whirlpool to cut 5,000 jobs as demand falls

By Gordon Sorlini

MILAN—A group of Italian inves-
tors Tuesday approved a plan to in-
ject Œ1.1 billion ($1.4 billion) into a
new holding company that aims to
purchase the assets of the insolvent
Alitalia SpA and relaunch the carrier.

The new company Compagnia
Aerea Italiana, or CAI, has made a
preliminary offer to buy Alitalia’s
slots for take-off and landing as well
as its newer planes and merge them
with smaller local rival Air One SpA.

The decision to capitalize CAI
eased concerns that the offer from
Italian investors could collapse as
credit conditions tighten, leaving
the cash-strapped former flag car-
rier and its 18,000 employees
stranded in bankruptcy protection.

The airline entered receivership
in late August after years of failed at-
tempts by successive Italian govern-
ments to turn around Alitalia’s
money-losing operations.

In a statement made after a
board meeting in Milan Tuesday,

CAI said its shareholders approved
the consortium’s conversion into a
joint-stock company and announced
it could seek a stock-market listing
after three years of operations.

CAI, whose preliminary offer for
the assets expires Friday, decided to
proceed with the capital increase de-
spite not having reached a definitive
agreement on contract terms with
Alitalia’s unions following talks that
lasted throughout Monday.

Talks with unions on finalizing
contract terms are to resume
Wednesday, union officials said ear-
lier Tuesday. In the statement, CAI

said it wouldn’t make a binding offer
without gaining final approval from
Alitalia’s unions and receiving clear-
ance by the European Commission.

The board will meet Friday to ap-
prove a final bid for Alitalia assets
and formally present an offer to Ali-
talia’s government-appointed com-
missioner, Augusto Fantozzi, the
statement said.

Speaking on the sidelines of the
board meeting, CAI’s chairman,
Piaggio SpA Chief Executive Rob-
erto Colaninno, said that a foreign
partner for the “new” Alitalia,
which he hopes will be launched by

CAI by Dec. 1, will be chosen in No-
vember.

Mr. Colaninno added he ex-
pected the European Commission to
decide on CAI’s offer in the second
half of November.

Franco-Dutch carrier Air France-
KLM is considered the most likely
carrier to acquire a minority stake
in a relaunched Alitalia and has al-
ready held talks with CAI, with a de-
cision to be announced on Nov. 12,
according to media reports. Air
France-KLM wasn’t available to
comment.

Russia chills foreigners

Source: WSJ Market Data Group
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By Doug Cameron

Whirlpool Corp. said it will double
plannedjobcutsto5,000amidslowing
global demand for home appliances.

The company is cutting produc-
tion in the U.S. and Europe by 20% in
the fourth quarter, shutting plants
and pinning its hopes on the replace-
ment market to drive a recovery it
doesn’t expect before mid-2009.

The 5,000 jobs to be cut by the
end of next year represent 7.3% of

Whirlpool’s work force. It is clos-
ing plants in Europe, the U.S. and
Mexico.

Whirlpool is increasing prices to
counter higher steel, diesel and com-
ponent costs, though Chairman and
Chief Executive Jeff Fettig was cau-
tious about effective the increase
will be. While materials costs have
come down after this summer’s
spike, “the material-inflation [rever-
sal] is not as positive as some of the
recent headlines,” he said on a con-

ference call. The Benton Harbor,
Mich., company reported a 6.9% fall
in third-quarter earnings.

Whirlpool overtook Electrolux
AB as the global market leader by
revenue following its 2006 acquisi-
tion of Maytag. and, after boosting
efficiency and refreshing its prod-
uct lineup, emerged as a major ba-
rometer of the country’s manufac-
turing prowess.

North American sales fell for the
ninth straight quarter.
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Iceland’s central bank raised its
benchmark interest rate by six per-
centage points to 18% in a bold at-
tempt to support the Icelandic
krona, as the island moves to reani-
mate a foreign-exchange market fro-
zen since the collapse of its banking
system earlier in the month.

The move makes clear how criti-
cal currency is in the hard-hit

smaller countries at Europe’s perim-
eter. Raising rates is a tool generally
used to cool overheating economies
and lower the risk of inflation.
When the economic outlook is
bleak, rates are usually cut to spur
investment and growth.

But in countries like Iceland and
Hungary—which are both seeking
help from the IMF—the need to de-
fend the currency is coming first.
Hungary last week raised rates three
percentage points to bolster a wilt-
ing forint. Iceland, which depends
heavily on imports, desperately
needs a functioning foreign-ex-
change market so Icelanders can use
their kronur to buy euros or dollars,
and with them the goods they need.

The rate moves are large, but not
record-setting by historic stan-
dards. In September 1992, Sweden’s
central bank raised rates to 75%
from 16% to ward off a run on its cur-
rency. A few days later it took them
all the way to 500%.

Iceland’s rate increase—which
more than reverses a cut of 3.5 per-
centage points made just two weeks
ago—was a condition of the Interna-
tional Monetary Fund, the central
bank said. The IMF last week reached

a preliminary accord for a $2 billion
loan to the beleaguered nation.

Amid other signs that countries
are eager for currency stability, Po-
land’s government approved a time-
table that calls for the country to
adopt the euro in 2012. Polish Presi-
dent Lech Kaczynski has resisted the
move, but on Tuesday he said the “fi-
nance minister made some strong ar-
guments in favor of fast euro adop-
tion,” including that Poland would
have been better insulated from the
fall in Hungary’s currency. The Polish
zloty has lost significant ground
against the euro since midsummer,
but strengthened 3.6% on Tuesday.

Iceland’s prime minister was in
Helsinki on Tuesday, talking with
his Nordic counterparts about fur-
ther assistance. He is seeking $4 bil-
lion in addition to the $2 billion IMF
loan, and he told reporters in the
Finnish capital that Iceland also has
requested help from the U.S. Federal
Reserve and the European Central
Bank. An IMF lending program
helps assure other nations that Ice-
land will make necessary changes to
bolster its economy—and lessen the
chances their money will be wasted.

IMF and Icelandic officials have
been worried about the krona, which
slid after beginning the year at 92 to
the euro. It touched 156 to the euro,
according to the ECB, on Oct. 3, as
the crisis broke out. It has since effec-
tively stopped trading. Investors off

the island aren’t much interested in
holding kronur, and Iceland recently
imposed restrictions on selling kro-
nur for foreign currency.

Getting the foreign-exchange mar-
ket going again comes with a big risk:
Investors could use the opportunity
to dump kronur and take capital out
of the country. A further collapse in
the krona would also kick up inflation,
already running at 15.9% annually.

To provide a value for the krona,
Iceland’s central bank has been hold-
ing a local foreign-exchange auc-
tion; on Tuesday, the currency was
set at 152.50 to the euro. But ana-
lysts say the krona could dramati-
cally weaken, perhaps to 250, as off-
shore trade is restarted.

That’s something the IMF wants
to avoid. The “immediate objective”
of the IMF’s plan—which could be ap-
proved by the agency’s executive
board in coming days—is to “stabi-
lize the krona,” said Poul Thomsen,

the head of the IMF’s mission to Ice-
land, in an interview Monday. “There
is a substantial risk of capital flight.”

Tuesday’s rate increase is de-
signed to encourage investors to
hang on to Icelandic assets and keep
krona deposits in local banks. In a
statement, the central bank said it be-
lieves that contracting demand in Ice-
land will swing the country’s current-
account deficit into balance or into
surplus. That would boost the krona,
it said, and quell inflation. “If fore-
casts materialize, the policy rate will
be reduced,” the central bank said.

What happens in coming quar-
ters is far from clear. In the inter-
view, Mr. Thomsen said the IMF
wouldn’t insist on immediate fiscal
belt-tightening, but would delay
such measures until perhaps 2010.
That’s because Iceland came into
the crisis with relatively low levels
of government debt. Analysts say,
though, that the country will have to

assume, in some fashion, a portion
of the debt incurred by its now-col-
lapsed banks. That will change the
fiscal picture. The IMF may not be so
relaxed with other countries seek-
ing aid, such as Ukraine and Paki-
stan.  —Joel Sherwood,

David McQuaid
and Edith Balazs

contributed to this article.
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and Bob Davis in Washington

Fund-of-hedge-funds manager
Gottex Fund Management Hold-
ings AG has erected a so-called gate
that prevents investors from with-
drawing funds, but has applied it to
only one of its funds, the ABI fund.
An Oct. 27 Financial News article
didn’t say the gate applied to a par-
ticular fund.
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U.S. is poised to cut key rate
benchmark interest rate, the federal-
funds rate, to 1.5% from 5.25% in Sep-
tember 2007. In recent public com-
ments, central-bank officials have left
the door wide open to further easing.
Theyhavedone littletosignalhow ag-
gressively they intend to move, but
many economists expect another half
percentage point of cutting.

“This is a very bleak outlook,”
says Marvin Goodfriend, a profes-
sor at Carnegie Mellon’s Tepper
School of Business and a former Fed
economist. “The case is pretty
strong to do the” half-point cut.

If it goes to 1% Wednesday, the Fed
will have gotten to that point just 14
months after starting its easing cycle;
the Fed under Alan Greenspan took 30
months to get there in 2003.

Such a move is sure to spark two
debates in the weeks ahead. First,
the last time the Fed pushed rates
that low, it helped to plant seeds for
the current credit bust by contribut-
ing to a frenzy of borrowing. That
doesn’t appear to be a concern for
Fed officials now. Credit markets are
so shaky and the economic outlook
so dark that another speculative
frenzy now looks extremely remote.

A bigger debate is likely to re-
volve around how low rates can go.
The federal-funds rate is approach-
ing zero, a boundary that could com-
plicate the central bank’s tactics if
the economy worsens and prices
start falling broadly. Some econo-
mists say they expect the Fed to push
rates below 1% in this cycle because
the economic outlook is worse than
it was in2003 and the threat ofdefla-
tion possibly more severe.

Deflation is a state of broadly fall-
ing consumer prices. For much of
this year, Fed officials were con-
cerned about just the opposite—
soaring commodities prices and ris-
ing import costs were pushing U.S.
consumer prices higher. In July, the
consumer-price index was up 5.6%
from a year earlier, the largest in-
crease in more than 17 years.

Fed Chairman Ben Bernanke be-
lieved the inflation threat would
wane, and held rates steady. Since
then, commodities prices have fallen
sharply, and slack has grown in the
manufacturing sector and labor mar-
ket.Thatweighs heavilyagainstmore
inflation and, if it continues, could
eventually lead to deflation.

Fed officials are alert to the risk.
“Some prominent forecasters at
this stage are concerned that infla-
tion in future years could decline to
levels below what is consistent with
price stability,” Janet Yellen, presi-
dent of the Federal Reserve Bank of
San Francisco, said in a speech ear-

lier this month.
Economists consider deflation a

pernicious problem that has the po-
tential to feed on itself: Falling prices
hurt corporate profit margins and
lead to layoffs, which make consum-
ers less willing to spend and further
hurt corporate profits. It can also be a
challenge to combat. While the Fed
can raise rates without limit to fight
inflation, interest rates can’t go be-
low zero in the face of deflation.

Adam Posen, deputy director of
the Peterson Institute for Interna-
tional Economics, doesn’t see this
as an imminent threat for the U.S.
Though home prices and commodi-
ties are falling sharply, they don’t
yet show signs of feeding through
into a broader price decline.

While the Japanese central bank
was slow to address the problems in
its financial sector during Japan’s

long recession, the Fed has been ag-
gressive and unorthodox in its ap-
proaches. “The policy regime is to-
tally different,” says Mr. Posen. The
mere commitment to combat
broadly falling prices, he notes, can
keep businesses and consumers
from falling into a deflationary
mind-set that worsens the problem.

In addition to pushing interest
rates down quickly, the Fed’s own
balance sheet has doubled to $1.8
trillion from a little more than $900
billion as it has aggressively ex-
panded lending to the private sector
and entered swap agreements with
other central banks to provide U.S.
currency to banks overseas.

While the level of interest rates
faces constraints, the Fed’s balance
sheet is a potentially unconstrained
weapon. The Fed can create new
bank reserves at will and use those
reserves to make new loans itself or
acquire distressed assets.

Continued from first page

India is seeing the dark side of credit cards

ago, he said, “If you went to Macy’s
and you saw that all the merchandise
was 45% off, people would be buying
like crazy. That’s what’s going on in
the stock market right now.”

Even including Tuesday’s gains,
heading into the end of October, the
Dow has plunged 16%, on track to reg-
ister as the worst month in its history.
But that plunge has whetted bargain
hunters’ appetites and forced some
money managers whose funds are re-
quired to hold a certain percentage of
money in stocks to come back into the
market as the time approaches to
mail month-end statements.

Citigroup argues that U.S. bal-
anced funds plan to put much more
money into stocks at the end of the
month, which could have a big effect

in an illiquid market. For months, in-
vestors have been flooding out of the
market and into safer vehicles like
Treasurys and bonds, and any sign
that those same traders may be com-
ing back to equities could provide the
stability markets have been craving.

Some participants remain con-
cerned trading volume has been light,
making it hard to gauge investors’
level of conviction that the gains can
continue. Exchange-only volume at
the New York Stock Exchange on Tues-
day was slightly below the month-to-
date average of 1.7 billion shares.

“The market is moving around
right now, but there’s absolutely no li-
quidity,” said Michael Davis, an inde-
pendent trader active in Treasury
and stock-index futures at the Chi-
cago Board of Trade. “The investment

banks aren’t playing right now,” due
to their recent struggles to survive.

Morgan Stanley rose 10.7% and
Goldman Sachs gained 0.7% as the
buying surge outweighed concern
that government efforts to assist in-
vestment banks won’t be enough to
erase all the issues the sector faces.

The Standard & Poor’s 500-stock
index rose 91.57 points, or 11%, to
940.49. Like the Dow, the index has
risen only five times this month.
The technology-focused Nasdaq
Composite Index gained 9.5%, or
143.57 points, to 1649.47.

The stock market lately has often
been plagued by forced selling
among hedge funds and other deep-
pocketed players, which have to
raise cash to cover margin calls as
the market goes down. While such ac-

tivity has often produced avalanches
of selling, some veteran investors
are still looking for a one-time mar-
ket plunge, accompanied by big vol-
ume, to confirm that the forced sell-
ing has run its course, paving the
way for a more sustained rally.

“There are still people hanging
on by their fingernails who need to
be moved into the sell column,” said
Michael Farr, president of the Wash-
ington money-management firm
Farr, Miller & Washington. “I’m a
buyer in waiting. I know what I want
to buy, but I haven’t seen the wash-
out that I want to see first.”

Traders said the rally bore the
hallmarks of a bear-market bounce—
sharp reversals that are driven, at
least in part, by repurchasing of
shares borrowed short. When the

market turns after heavy selling,
hordes of traders are forced into the
market to cover bets against stocks.

Stock in General Motors and Boe-
ing each rose 15%. Both companies
are components in the Dow average.

GM rallied on reports that the
government may approve loans that
could clear the way for the auto
maker to merge with rival Chrysler.
Boeing gained after reaching a tenta-
tive labor pact with its largest union
that could end a costly strike.

The rally came despite despite a
series of downbeat economic re-
ports. The Conference Board said its
consumer-confidence index fell to a
reading of 38 in October, far worse
than economists expected.
 —Geoffrey Rogow and Rob Curran

contributed to this article.
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Dow bounces 11% despite gloomy reports on economy

By Eric Bellman

MUMBAI—The consumerism
that has helped drive India’s surging
economy in recent years is showing
its dark side, as overextended Indian
credit-card holders get their first
taste of delinquency and deep debt.

WithIndia’seconomicgrowthebb-
ing amid the global slowdown, but in-
terest rates still high, the banks that
backed the plastic are feeling the
squeeze as well. On Monday, ICICI
Bank, India’s largest private bank by
assets, announced a flat quarterly
profitandhigherloan-lossprovisions.

But the most visible stress is on
the cardholders, and it’s showing up
in headlines, in call-center employ-
ees under crushing debt, even in a
new Bollywood movie about middle-
class people struggling with credit.

Consumer credit, whether cards
or car loans, is relatively new to In-
dia. Fifteen years ago, even home
loans were hard to come by. As regu-
lations on lending were relaxed and
India’s urban middle class swelled
with 20-somethings hungry for the
latest cellphone model, credit ex-

panded to meet the need.
Bankswenttoofar,analystssay,is-

suing cards indiscriminately to peo-
ple in rural areas and lower-income
groups without regular salaries. The
number of credit cards in India, while
still only a fraction of the population,
has more than tripled in the past five
years, to almost 30 million. In the
yearendedMarch31, Indianscharged
more than $14 billion on their cards,
more than three times the amount
charged four years earlier.

The amount of unsecured loans
and credit-card receivables more
than three months overdue is about
7% to 9% of total loans outstanding
this year, and is about to head as
high as 15%, according to ratings
agency Crisil Ltd. in Mumbai.

Morepeopleareturningupdesper-
ate for help with their credit-card pay-
ments,saysV.N.Kulkarni,chiefcounse-
loratMumbai’sAbhayCreditCounsel-
ing Center, which advises borrowers.
Hundreds have been lining up at the
center, dumbfounded by their debt
and asking the most basic questions.

“They are unaware of the charges,
unaware of the interest rates,” Mr.

Kulkarni says. “They just take the
money because it is freely available.”

Last year was a sort of “annus
horribilis, because credit standards
got diluted,” says Seshadri Sen,
banking analyst at Macquarie Secu-
rities in Mumbai.

If borrowers are new to consumer
credit, so are many Indian banks. The
nation’s legal system is too slow-mov-
ing to force repayment, and India
doesn’thaveamaturecredit-ratingsys-
tem.ICICIBank’searnings,forthequar-
ter ended Sept. 30, showed net profit
flat from a year earlier at 10.14 billion
rupees ($203.7 million), as the bank
lifted its provisions for bad loans by
more than 43%, to 9.24 billion rupees.

Credit cards have been an impor-
tant avenue into the Indian home for
global banks as well, including Citi-
group Inc. of the U.S., and HSBC
Holdings PLC and Standard Char-
tered PLC of the U.K. The foreign
banks say they have become stricter
about who qualifies for their cards
and expect growth to continue.
 —Tariq Engineer

contributed to this article.

Sarkozy unveils French jobs measures

120
business days into each cycle

240 360 480 600 720 840
0

1

2

3

4

5

6

7%

Greenspan
(January 2001–
June 2003)

Bernanke
(Sept. 17—  )

Parsing the pace
Under Bernanke, the U.S. Fed has
cut rates more steeply than it did 
under Greenspan.

Source: WSJ Market Data Group

tle respite in November. “With con-
sumers being hit very hard...the
prospects for spending look bleak,”
said Howard Archer, an economist
at Global Insight in London.

In France, consumer confidence
hit a new record low in October, fall-
ing to minus 47 from minus 44 in
September, according to national
statistics office Insee.

Economists forecast a continued
fall in French consumer confidence,
as corporations announce a series
of measures to cut production and
lay off workers. Such plans by car
makers Renault SA and PSA Peu-
geot-Citroën could lead to ripple ef-
fects, such as lower consumer
spending by factory workers and
thinner orders for the big car mak-
ers’ suppliers.

Mr. Sarkozy’s job plan is in-
tended to boost confidence by reas-
suring people that even if they lose
their jobs, they will have another
one to move on to. He is under popu-
lar pressure to help regular workers
after helping out banks: Just over a
week ago, France announced it
would inject Œ10.5 billion ($14 bil-
lion) in capital into six of the coun-
try’s largest banks in order to pro-
mote lending.

France’s top union leader said

the employment plan was too little:
“Employees are being asked to
adapt to the situation with a few
bandages here and there,” Bernard
Thibault, general secretary of the
union CGT, told French television.
“But this in no way matches the
scale of the crisis.”

The trouble is that Mr. Sarkozy
has little money to play with, as
France is struggling with a budget
deficit. Moreover, despite Mr.
Sarkozy’s call for corporations not
to use the downturn as an opportu-
nity to cut their work forces, he

came to power a year-and-a-half
ago with a promise to free up the la-
bor market. Since then he has loos-
ened regulations—originally de-
signed to increase the number of
jobs—that limited the workweek
for most French workers to 35
hours.

Fiscally, “there is little room for
maneuver,” said Gilles Moec, an
economist at Bank of America in
London. “He’s also got a problem of
consistency.”
 —Emma Charlton in London

contributed to this article.
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European consumer confidence indicators

Sources: Gfk via Thomson Reuters Datastream (Germany); Insee (France); Statistics Netherlands
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Gulf funds too hit to help?
Calls by Brown, U.S.
for fresh infusions
face a roiled Mideast

By Chip Cummins

DUBAI—Western officials came
knocking on the door of the oil-rich
Middle East Tuesday, seeking funds
amid today’s global financial crisis.
But governments here and their big
investment funds are licking their
own wounds from the fallout.

U.S. Deputy Treasury Secretary
Robert Kimmitt started a week-long
tour of the Persian Gulf on Tuesday,
telling an audience in Dubai that the
U.S. was eager for fresh investment
from the region. And British Prime
Minister Gordon Brown asked na-
tions enjoying big budget surpluses,
like those in the Persian Gulf, for
more money for the International
Monetary Fund, ahead of his own
trip to the region this weekend.

But the calls come as the Gulf’s
handful of government investment
funds face big paper losses amid re-
cent global stock-market carnage.
Meanwhile, U.S. benchmark crude
has fallen by more than half from its
July highs, robbing Mideast govern-
ments of some of the surplus cash
they looked set to rake in a few
months ago.

Most governments are still a
long way from seeing their current
budget surpluses turn into spending
deficits. The IMF estimates that Gulf
states, on average, will stay in the
black as long as crude prices keep
above $47 a barrel. But they are now
a lot less flexible when it comes to
foreign investments and financial
commitments.

In the past two years, Mideast
funds have invested heavily in the
West’s banking sector, and they are

now holding big paper losses on
those bets. Equity investments by
Mideast and Asian funds in six U.S.
and European banks are down be-
tween 19% and 66% so far since Janu-
ary 2007, according to a report re-
leased Tuesday by Deutsche Bank.

Officials at investment funds
across the Middle East have
stressed they are long-term inves-
tors and aren’t worried about indi-
vidual, paper losses. But the re-
gion’s biggest funds are also heavily
exposed to sharply falling global eq-
uities more broadly, just like many
big U.S. pension funds and univer-
sity endowments.

The Abu Dhabi Investment Au-
thority has said in the past that it in-
vests as much as 55% of its portfolio—
estimated by McKinsey & Co. at
above $500 billion as of two years
ago—in developed-world equity

markets. As much as an additional
12% is invested in emerging-market
equities. The Kuwait Investment
Authority, with assets estimated at
$200 billion in 2006, has said its
portfolio is about 60% invested in
global equities markets.

“ADIA and KIA have significant
exposure and probably have taken a
big hit,” said Eckart Woertz, a Dubai-
based analyst at the Gulf Research
Center.

KIA’s investments have sparked
public criticism at home, where
parliament has questioned the wis-
dom of a $3 billion investment in
Citigroup Inc. and a $2 billion in-
vestment in Merrill Lynch & Co.
earlier this year. Kuwait was a rela-
tively conservative overseas inves-
tor for decades, keeping much of
its overseas holdings in ultrasafe
U.S. Treasuries. That changed just

a few years ago, when the fund’s
new head, Bader Al Sa’ad, pushed
the fund to invest more aggres-
sively.

There have been few public ac-
knowledgements of losses. Qatari
Prime Minister Sheikh Hamad bin
Jassim bin Jabor al Thani told report-
ers earlier this week that the finan-
cial crisis wouldn’t slow his coun-

try’s overseas investments. The Qa-
tar Investment Authority, which Mr.
al Thani heads, earlier this month
led an $8.83 billion capital infusion
into Credit Suisse Group.

An ADIA spokesman declined
Tuesday to comment. Phone and
email requests for comment from
KIA in recent days haven’t been re-
turned.
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Eroded resources
Western governments asked for support from the Middle East Tuesday, but the
region's funds are licking their own wounds.

Fund Assets under management, in billionsInception

Mubadala Development Co.*

Qatar Investment Authority 

Investment Corp. of Dubai*

Kuwait Investment Authority 

Saudi Arabia (various funds) 

Abu Dhabi Investment Authority*

2002

2005

2006

1953

N/a

1976

10

60

82

264

350

$875

* United Arab Emirates
N/a = Not available

Sources: Various public sources, GAO, Deutsche Bank Research
Note: Data reflect latest available figures as reported by individual entities or other authoritative sources

By Nicolas Parasie

PARIS—Aegon NV of the Nether-
lands became the first major Euro-
pean insurance company to seek a
government capital injection, in a
sign global financial rescue efforts
are shifting from banks to insurers.

Aegon said the Dutch govern-
ment will pump Œ3 billion ($3.8 bil-
lion) into the company. Aegon fol-
lows in the footsteps of banking and
insurance firm ING Groep NV, which
one week earlier secured Œ10 billion
in state funding to help it weather
the credit storm.

Aegon’s move to secure govern-
ment support comes amid growing
concerns about the outlook for the in-
surance industry, which has so far
survived the financial crisis rela-
tively well, with the exception of
American International Group Inc.
and the collapsed Japanese insurer
Yamato Life Insurance Co. While
most insurers are financially sound
and managed to avoid disastrous in-
vestments in subprime-backed
bonds, their investments in corpo-
rate bonds and stocks have taken a
beating amid the market turmoil.
That, analysts say, could ultimately
force more of them to turn to their
shareholders, or to governments, for
capital to shore up their finances.

Aegon secures
$3.8 billion
from Netherlands
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Searching for a better battery

Motorola plans a revamp
Cellphone chief likely
to cut jobs, will focus
on Google software
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chemical fuels is much higher.” Mr.
Schmidt says that he is starting to
see fuel cells based on semiconduc-
tor-like miniaturization technology
that look likely to be viable products.

Theslowpace of battery improve-
ment isn’t for lack of trying. The bat-
tery market invests heavily in im-
provement, and venture capitalists
have thrown millions at start-ups
promising to power everything from
fork-lifts to heart-pumps with small,
safe, long-lasting portable power.

Fuel-cell makers hope their de-
vices will soon begin to grab some
of the $71 billion-a-year world-wide
battery market, which is growing
4.8% annually, according to Cleve-
land market researcher Freedonia
Group. Rechargeable batteries ac-
count for two-thirds of the market.

Larger fuel cells that use hydro-
gen have also figured into the quest
for gasoline-free cars. But the appli-
cation of the technology in portable
electronics may well arrive sooner.

Lilliputian Systems Inc., a well-
funded, Wilmington, Mass.,
start-up with a technique for mak-
ing a ceramic fuel cell, is showing po-
tential customers a butane-fired,
matchbook-sized prototype that it
says will be ready for shipment late
next year. Mechanical Technology
Inc., of Albany, N.Y., says its MTI Mi-
cro Fuel Cells Inc. unit is also on
track to bring its Mobion fuel cell to
market next year, despite some well-
publicized financial problems and
the dissolution of a highly touted
agreement with battery maker Dura-
cell, a unit of Procter & Gamble Co.

In Japan, Toshiba Corp. prom-
ises to start selling a cellphone pow-
ered by a fuel cell in next year’s first
quarter. But, as is often the case with
allthings fuel-cell related,that’sa de-
lay from its forecasts when it un-
veiled a prototype at the Consumer
Electronics Show in January.

Portable fuel-cell technology may
get an assist from the military, which
has a more urgent need than frus-
trated iPhone users. Earlier this
month, the U.S. Department of De-
fense gavea $1million prize to DuPont
Co. and Germany’s SFC Smart Fuel
Cell AG, for winning a contest to de-
velopthebestwearablepowersystem.

SFC specializes in larger systems
designed to replace gasoline-pow-
ered generators in RVs and boats.
The Army hopes that further devel-
opment of their wearable system
prototypes will lead to four-kilo-
gram fuel-cell packs that soldiers
can carry providing several days of
power for their night-vision scopes,
communications and global-posi-
tioning-system devices. Such a fuel
cell could provide as much power as

a 14-kilogram battery.
“These systems show great

promise” for reducing the loads
troops carry, says William Rees Jr.,
deputy under secretary for defense
laboratories and basic sciences.

Fuel-cell makers’ latest opti-
mism leads observers to raise a
wary eyebrow. Asian battery-mak-
ers in particular have repeatedly
shown fuel-cells powering proto-
type cellphones at trade shows but
failed to deliver anticipated prod-
ucts. In 2005, both of Japan’s two
biggest carriers, NTT DoCoMo and
KDDI promised to be marketing
them in 2007. In 2004, Hitachi Ltd.
and Toshiba each demonstrated pro-
totypes they promised would be on
the market in 2006. In 2004, Finn-
ish-handset-maker Nokia said it an-
ticipated making fuel-cell-powered
phones in a couple of years, but in
2006, it publicly dropped the plan,
saying the technology wasn’t ready
for deployment.

“This technology has perennially
been 18 months away,” says Walter
Thornton, vice president, supply
chain, for Igo Inc., a Scottsdale, Ariz.,
maker of power adapters who has
been talking to a number of prospec-
tive suppliers. But Mr. Thornton says:
“Now,we’reactually18monthsaway.”

Mr. Thornton anticipates that
Igo would market a fuel-cell
charger, priced at $199, and based
on the Lilliputian system. That’s a
lot more than the $59 or so it now
costs for a backup lithium-ion bat-
tery. But the fuel-cell charger would
be half the weight and wouldn’t re-
quire finding a plug, eliminating the
need to carry converters when trav-
eling overseas or hunting for elec-
tricity outlets. Replacement gas car-
tridges, which would last two to
four weeks for typical cellphone us-
ers, would cost $3.99 or so, he says.

It isn’t clear what percentage of
battery users will opt for carrying
fuel cartridges and refilling their
phones as an alternative to recharg-
ing them. Lilliputian says that the In-
ternational Civil Aviation Organiza-
tion allows butane cartridges to be
carried onto planes. Methanol car-
tridges have also been approved.

Such gas-powered fuel cells oper-
ate at very high internal tempera-
tures. Lilliputian’s chief technology
officer, Samuel Schaevitz, says the
fuel cell’s process runs at 700 de-
grees Celsius, which is red hot.

“The challenge is to keep it insu-
lated,” he says. Lilliputian builds its
tiny fuel cell on a semiconductor pro-
duction line, and creates a vacuum
chamber in which the reaction takes
place. The system includes a tiny air
pump, and from the outside it feels
cooler than skin temperature.

Continued from page 28

Sanjay Jha took over as Motorola’s
co-CEO and cellphone chief in August.

Microsoft unwraps new Windows

By Sara Silver

Just three months into the job,
Motorola Inc.’s new cellphone chief
is realizing the company is in worse
shape than he expected and plans to
streamline its software develop-
ment and cut costs, according to
people familiar with the situation.

Sanjay Jha, who took over as Mo-
torola’s co-chief executive and cell-
phone chief in August, has decided
to slash the number of operating sys-
tems on which Motorola builds
handsets and focus on the new An-
droid operating system from Goo-
gle Inc., these people said.

Mr. Jha is expected to detail his
plans, which will likely include thou-
sands of layoffs, on Thursday when
Motorola reports quarterly results.
The reduction will be in addition to
the 10,000 cuts announced since
early last year.

Motorola declined to comment.
Mr. Jha is gambling on Google’s

Android software to speed develop-
ment of sorely needed new models
and cut costs by limiting the number
of employees required to do customi-
zation work for wireless carriers.

But it means Motorola will halt
work on at least four operating sys-
tems and may scrap dozens of
phone designs that are in develop-
ment, potentially leading to product
delays in the coming quarters.

Motorola hired Mr. Jha from
chip maker Qualcomm Inc., where
he oversaw the software on which
Google’s Android platform cur-
rently runs. He is tasked with restor-
ing the profitability of Motorola’s
mobile-devices division, which lost
$12 for each of the 28.1 million
phones sold last quarter.

In his first months at Motorola,
Mr. Jha has focused on Motorola’s
technical problems, which include
an unwieldy supply chain and a
chronic inability to pick a few plat-
forms on which to build phones. Un-
like rival Nokia Corp., which uses
just two operating systems for its
many handset designs, Motorola
has relied on more than a half dozen
operating systems.

Mr. Jha told Motorola employees
in late September that he would win-
now the number of platforms down
to three. It will build midtier de-
vices, which account for most of its
sales, around Google’s Android.

It will base business-focused de-
vices on Microsoft Corp.’s Windows
Mobile, currently used on its Q
smartphone, and use its own work-
horse platform, P2K, for low-end
phones, according to people familiar
with the matter. It is also looking to
outsource production of at least
some Windows Mobile phones,
these people said.

Motorola isn’t expected to de-

liver a Google phone until next year,
according to people familiar with
the matter. Indeed, its decision to
opt for Android as its main platform
means Motorola will be playing
catch-up with manufacturers such
as HTC Corp., of Taiwan, whose G1
phone went on sale last week at
T-Mobile. But Motorola is hoping
that the open-source Google plat-
form can attract developers of so-
phisticated applications to stave off
the threat of Apple Inc.’s iPhone and
Research In Motion Ltd.’s Black-
Berry.

The decision to streamline its
technology comes as Motorola is pre-
paring to split itself into two compa-
nies. If Mr. Jha succeeds in making
mobile devices an independent com-
pany by late 2010, he stands to earn
about $100 million over three years
and would receive 3% of the new
company’s stock.

Within days of arriving, Mr. Jha
told mobile-devices employees at
the company’s Illinois headquar-
ters that he was proud to be a part
of the pioneer in wireless commu-
nications and asked employees to
focus on developing the applica-
tions and services that could re-
store Motorola’s leadership.

By late September, however, Mr.
Jha noted that the company’s prob-
lems were more basic, ranging from
late deliveries to clumsy user inter-
faces. Mr. Jha told employees his
wife carried an LG Voyager and re-
fused his offer of a Motorola phone.
She, like other consumers, didn’t
want to have to read a user’s manual
to figure out how to use it. “When
my wife switches, then you’ll know,”
he said, according to a person at the
town-hall meeting.

Mobile devices has two to three
times as many employees working
on a single project as its competi-
tors, Mr. Jha told employees. “We
have to create a well-run factory,”
he said at the meeting, according to
the person present.
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By Nick Wingfield

LOS ANGELES—Microsoft Corp.
gave the first extensive public dem-
onstration of the next release of its
Windows operating system as it
seeks to avoid some of the stumbles
that occurred with the last version,
Windows Vista.

At a technical conference here,
the Redmond, Wash., company also
provided programmers with a test
version of the software, dubbed Win-
dows 7. The move is an important
step to drum up support among inde-
pendent developers.

Microsoft said it would also fur-
ther embrace a growing shift to-
wards online software by making a
future Web-based version of its Of-
fice suite of productivity applica-
tions available free. It is a move to
counter efforts by Google Inc. and
others to encroach on Microsoft’s
turf with free word processing,
spreadsheet and other programs.

Microsoft’s Windows Vista re-
ceived a critical drubbing when it
was released nearly two years ago.
Vista was criticized for the sluggish
performance of the software and ini-
tial incompatibilities with digital
cameras and some other devices. Mi-
crosoft says the incompatibilities
have largely been corrected with up-
dates to Windows Vista.

At the same time, Windows Vista
endured attacks from rival Apple
Inc. in a long-running advertising
campaign for Apple’s Macintosh
computers. Microsoft recently be-
gan an ad campaign for Windows,
partly to correct the negative per-
ception of the software. Microsoft
said Windows 7 will come with im-
provements including a feature
called “libraries” that will give con-
sumers a way to easily access music,
videos, photos and other docu-
ments that are located on many dif-
ferent storage devices, whether
other PCs are connected to a home
network or removable drives.

Another feature called “home-
group” will make it easier for users
with, say, a laptop to move their ma-
chine between office, home and
other locations. The feature will au-
tomatically configure the laptop,
for example, to work with a local
printer so users don’t have to manu-
ally adjust their printer settings.

Microsoft executives said they
are designing Windows 7 to run
more speedily than Vista. They’re
working closely with hardware mak-
ers to ensure the software has no
trouble recognizing and working
with devices like printers, cameras
and other products. “That’s critical
for us,” said Bill Veghte, senior vice
president for Microsoft’s Windows
business.

Microsoft has said it expects to
ship Windows 7 for consumers by
January 2010.

Microsoft’s move to make Web-
versions of its Office suite, includ-
ing Word, Excel and PowerPoint, for
free online represents a gamble that
it can expand its audience for the
software without cannibalizing one
of the company’s biggest cash cows.

Microsoft Senior Vice President
Chris Capossela said he doesn’t be-
lieve people will choose to use the
free online version of the software
instead of buying the software and
installing it on their PCs. That’s in
part because the online versions
won’t be as responsive for large,
complex files—for example, Word
documents with lots of pages of text
and photos.

Instead, Mr. Capossela says Mi-
crosoft sees the Office Web applica-
tions as an opportunity to make at
least some revenue through adver-
tising from consumers who
wouldn’t otherwise purchase the
software. Earlier this year, Mi-
crosoft made an online version of Of-
fice available, but it only allowed us-
ers to view Office files. The new ver-
sion will also allow users to edit and
compose files.

“I don’t see it as a defensive
move,” said Mr. Capossela. “We see
an opportunity to grow our busi-
ness.”
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A
SSOCIATED British
Foods PLC said it is
combining its North

American unbranded pack-
aged-oil business with that
of Archer-Daniels-Midland
Co. of the U.S. in a 50-50
joint venture.

In addition to vegetable
oil, the venture—named
Stratas Foods—will produce
shortening, margarine and
pan spray but won’t include

AB Foods’s consumer brands such as Mazola corn
oil, Argo corn starch and Karo corn syrup. The Brit-
ish company, 55%-owned by the founding Weston
family, is contributing $38 million in assets, while
ADM will provide packaging equipment at four of
its facilities in the U.S. —Michael Carolan

AB Foods and ADM forge
packaged-oil joint venture

K
AZAKHSTAN plans to
buy about $5 billion of
newly issued shares in

the country’s top four banks
to stave off a renewed bank-
ing crisis, the nation’s prime
minister said Tuesday.

The decision to buy into
the banks—Alyans Bank AO,
BTA Bank AO, Halyk Bank AO
and Kazkommertsbank—is in
line with recommendations
from the Kazakh financial-

markets regulator, Premier Karim Massimov said. Ka-
zakhstan, the largest economy in Central Asia, over
the past year has seen inflows of foreign capital dry
up as the global credit crunch has unfolded. The
state could end up with 25% of voting shares in the
lenders, Mr. Massimov said. —Associated Press
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Boeing pact faces a vote
After 52-day strike,
machinists to decide
Saturday on accord

E
UROPEAN govern-
ments must avoid
giving illegal sub-

sidies to struggling in-
dustries and instead
act together to support
growth and innovation,
said European Competi-
tion Commissioner
Neelie Kroes, left.

“There is no national route out of this crisis. It
would be a disaster to start a subsidy race,” Ms.
Kroes warned. Spurred by fears that recent finan-
cial rescue-packages might prompt governments to
extend aid to other sectors, she called for “a calm
and clear Europe-wide response, not a series of di-
vergent national responses.”

European Competition rules need to remain “rig-
orously enforced,” she said.  —Peppi Kiviniemi

By J. Lynn Lunsford

I N REACHING a tentative deal to
end a nearly two-month strike,
Boeing Co.’s machinists proved

again that at least one manufactur-
ing work force can confront its em-
ployer over thorny issues such as job
security, pensions and health care.

Officials with the International
Association of Machinists and Aero-
space Workers began Tuesday to
lobby the union’s 27,000 members—
who spent 52 days on the picket
line— to vote Saturday to ratify a
new agreement that gives workers
greater assurances of job security
while still allowing Boeing to stream-
line its manufacturing.

Boeing officials said that despite
making several concessions, com-
pany officials believe they won
some key victories, including an
agreement by the union to extend
the contract by a year to four years.
This detail alone will enable Boeing
to more reliably guarantee that de-
liveries of its flagship 787 Dream-
liner won’t be interrupted in three
years, just as the production lines
are getting up to full speed. The 787
program is already behind schedule,
and the company is under heavy
pressure from airline customers to
keep to the current production plan.

The strike in the midst of global
economic turmoil was risky, but the
machinists found leverage in the
fact that Boeing has 3,725 airplane
orders that need to be filled. In addi-
tion, the union’s specialized work
isn’t easily replaced in an industry
where the safety of the final product
is paramount.

The agreement was hailed by
union leader Tom Wroblewski, presi-
dent of District 751, as a pivotal vic-
tory over what union officials be-
lieve is a push by the company to re-
duce its reliance on organized labor.
“We’re a strong unit now, but it
won’t always be that way if the com-
pany offloads our work and chisels
away our benefits,” he said. “What
our members did this time was pre-

serve their future.”
News of the agreement helped

Boeing shares jump 15% to $48.91 in
trading on the New York Stock Ex-
change, amid the market’s strong
rally. But the company’s labor issues
aren’t over. The deal with the machin-
ists comes just as Boeing faces an-
other big contract showdown with
its 21,000-member engineering
union, whose pact expires Dec. 1.

On the financial side, Boeing’s
salary offer remained largely the
same as its previous offer, providing
for an 11% wage increase over the
first three years of the contract and
an additional 4% for the newly
added fourth year. The company
also agreed to pay workers a lump
sum equal to 10% of 2007 wages, or
$5,000, whichever is greater, for the
first year of the contract. During
years two and three, the contract
calls for lump sums of $1,500 that
could also be rolled into a savings
plan to bolster pension savings.

Boeing also agreed to raise the
monthly pension multiplier by al-
most 16% to $81 for each year of ser-
vice during the first three years of

the contract, with a bump to $83 for
the final year of the contract. It also
raised the minimum hourly wage in
each job category by $2.28 an hour.

For the agreement to take effect,
at least 51% of the members must
vote to accept it. The Union said work-
ers would return to the factories the
day after the agreement is ratified.

Like the Machinists, the engi-
neers’ union, SPEEA, has had an in-
creasingly strained relationship
with Boeing, particularly over the
company’s efforts to farm out in-
creasingly large quantities of the de-
sign and fabrication of new air-
planes to suppliers and contractors.

SPEEA officials have been partic-
ularly critical of the company’s han-
dling of the Dreamliner program,
which is suffering from almost two
years of delays as the result of de-
sign and manufacturing snafus on
the part of suppliers. “Our people
are extremely frustrated right now
because they feel like the company
doesn’t value their knowledge and
experience,” said SPEEA Executive
Director Ray Goforth.

Boeing officials have not yet said

what effect the strike will have on
the Dreamliner program, but people
familiar with the situation say the
company will have difficulty meet-
ing its goal of delivering the first air-
planes in 2009. Boeing had hoped to
fly the first 787 before the end of the
year, but work on that aircraft was
interrupted by the strike. After that,
Boeing must still assemble several
other planes and then take them

through almost a year of around-the-
clock flight testing.

During Boeing’s earnings confer-
ence call last week, Chief Financial
Officer James Bell said the company
would update all of its delivery
schedules after the strike. But he
said it was safe to assume that most
deliveries would be delayed by at
least one day for every day the work-
ers were on strike.

Kazakhstan will pump
$5 billion into top banks
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By Ben Casselman

And James Herron

Oil-and-gas giant BP PLC posted
an 83% rise in third-quarter profit
Tuesday, due mostly to higher en-
ergy prices, and, when many
smaller rivals are scrambling for
cash, said it has more than $6 billion
in the bank.

That could position U.K.-based
BP to take advantage of falling en-
ergy prices by snapping up assets
on the cheap.

“The current turmoil may in fact
create opportunities for us, and we
will look at those very closely,” BP
Chief Executive Tony Hayward said.

Other cash-rich companies are
similarly poised to benefit. Occiden-
tal Petroleum Corp., which also re-
ported strong earnings Tuesday,
said it has $1.45 billion in cash and
expects to make deals early next
year.

BP and Occidental have already

been buyers this year. BP paid $3.6
billion to U.S. natural-gas producer
Chesapeake Energy Corp. for assets
in two separate transactions in the
last three months. Occidental,

based in Los Angeles, in September
paid $1.25 billion for assets in Texas
and Colorado. Many small produc-
ers borrowed heavily, spent aggres-
sively when energy prices were ris-
ing, and now are looking to sell as-
sets to raise cash.

But in a conference call with in-
vestors, Occidental President and
Chief Financial Officer Steve
Chazen said further deals won’t hap-
pen until sellers drop their prices.
“Right now the sellers are looking at
six-months-ago prices, and the buy-
ers are looking at a lot lower than
that,” Mr. Chazen said.

BP said third-quarter net profit
came to $8.05 billion, up from $4.41
billion a year earlier.

Revenue rose 44% to $104.83 bil-
lion from $72.84 billion.

Production rose slightly, to 3.7
million barrels a day, after having
been flat in the second quarter. But
BP realized an average oil price of
$111.47 a barrel, compared with

$71.12 in the third quarter last year.
Prices have since fallen back un-

der $65 a barrel. But Mr. Hayward
said BP hasn’t been hit by falling
prices as hard as some of its compet-
itors. The company hasn’t commit-
ted as much money as its rivals to
high-cost methods of producing oil,
such as mining tar sands, he said.

BP also stands to benefit from im-
provements in its refining business.
Refiners have been hurt this year by
high oil prices and slumping de-
mand, but profit margins have been
improving recently.

“There’s no denying the up-
stream was good and downstream
is bouncing back,” said Jason Ken-
ney, an analyst at Dutch bank ING.

Occidental reported earnings of
$2.27 billion, up from $1.32 billion a
year earlier. Oil-and-gas production
rose 3.2% to 588,000 barrels a day.
 Selina Williams

contributed to this article.

Profit at BP, Occidental soars with oil prices
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Boeing officials said they won key victories in the deal with the machinists union,
including an agreement by the union to extend the contract by a year to four years.
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Kroes warns states
to avoid illegal subsidies
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Americans are buying in Europe, just less so
Despite tighter times,
if financing is on offer
deals are to be had

By William Boston

SPECIAL TO THE WSJ
BERLIN—As the U.S. economy

braces for the possibility of a deep
recession, there is a perception in
Europe that American investors are
dumping properties across the Con-
tinent to raise cash.

But data prepared for The Wall
Street Journal by property consult-
ants CB Richard Ellis suggest that
isn’t the case—at least not yet. In
fact, American investors continue
to acquire more European proper-
ties than they sell, although sales
are off sharply.

In the first half of 2008, Ameri-
cans purchased Œ6.1 billion ($7.65
billion) of commercial property,
down from purchases that totaled
Œ14.2 billion in the second half of
2007 and a peak of Œ20.7 billion in
the first half of 2007. But purchases
during the first half of this year
were ahead of dispositions, which
totaled Œ3.6 billion.

“There is no evidence of Ameri-

cans being forced sellers in Eu-
rope,” said Michael Haddock, direc-
tor of research and consulting for
Europe, the Middle East and Africa
for CB Richard Ellis. “This is sur-
prising when you consider that the
business of many American inves-
tors is based on a short-term turn-
around.”

One of the most surprising deals
to emerge this year was Lone Star
Funds’ decision in April to pay Œ1
billion to acquire 1,300 mainly logis-
tics properties from Deutsche Post
WorldNet AG. The deal was a sur-
prise both because of its size and
that Lone Star was able to raise
Œ700 million in debt financing at a
time when banks were reluctant to
do such deals. The deal was fi-
nanced by a consortium of banks
that included Eurohypo AG, Natixis
SA, DekaBank and Société
Générale SA.

Lone Star declined to comment
about the deal. But its adviser on
the deal, Helmut Schuchl, director
of property consultants Knight
Frank’s Munich operation, said ar-
ranging financing with a club of
banks was clearly a trend at the mo-
ment. “No bank will do this alone,”
he said.

The surge in U.S. investment in

Europe during the past few years
was driven partly by the availabil-
ity of credit to finance large
projects and often for reasons spe-
cific to local markets. London’s com-
mercial-property boom was a re-
sult of the rise of the city’s impor-
tance in global financial markets. In
Germany and throughout Central
and Eastern Europe, the end of com-
munism sparked a building boom
as Berlin and Eastern European cap-
itals were rebuilt.

As long as such opportunities ex-
ist in Europe and real-estate funds
are able to raise money, U.S. inves-
tors will likely remain a part of the
European investment landscape.
But highly leveraged deals that
were done last year and this year
could be up for refinancing in the
next couple of years, pressuring in-
vestors who paid high prices for
prime real estate as the market was
rising. Now, with credit tight and
valuations falling, some investors
may find it difficult to refinance
those loans.

“We know that a lot of big trans-
actions in 2007 were done on a
two- to three-year financing and
that suggests that there could be re-
financing issues in 2009 or 2010,”
Mr. Haddock said.

Metrovacesa SA, the Spanish
property group, for example, is still
negotiating with British bank HSBC
Holdings PLC about refinancing
more than Œ800 million in short-
term financing that it took to buy
HSBC’s European headquarters
building in Canary Wharf. Other ac-
quisitions now under scrutiny are
Lehman Brothers Holdings Inc.’s
purchase of the Coeur Defense of-
fice complex in Paris and a Œ1.5 bil-
lion acquisition of 73 hotels in the

U.K. from InterContinental Hotels
Group PLC.

The Coeur Defense deal is a per-
fect example of how U.S. investors
often came to Europe with a spe-
cific investment time frame that is
now in danger because of the effect
of the financial crisis. The owners
of Coeur Defense had hoped to sell
the complex at a profit by 2012.
While they still maintain that time
frame, a sale could happen earlier
at the right price. “If someone of-
fers me Œ2 billion, sure we would
sell. But we are not selling at Œ1 bil-
lion. Our sale horizon remains the
same,” said Gautier Beurnier at
Atemi SAS, which joined with Leh-
man to buy the building in 2007.

The situation at Coeur Defense
epitomizes the uncertainty about
commercial-property investments
spreading in Europe. While there
may not be a stampede out of Eu-
rope, it is becoming clear that inves-
tors’ appetite for European prop-
erty is on the wane.

“We’re covered in Europe,” said
Walter Krug, managing director of
Morgan Stanley Real Estate Invest-
ment GmbH, an open-ended fund in
Germany. “We are now looking
mainly at opportunities in the U.S.
We think the U.S. property market
is beginning to hit bottom.”

THE PROPERTY REPORT

U.S. shopping spree fades
American acquisitions
of commercial property
in Europe, in billions
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BUSINESS REAL ESTATE
HUNGARY AUCTIONS

INVESTMENT PROPERTIES INVESTMENT PROPERTIES

CARIBBEAN

UNITED STATES

Roatan Beach Oceanfront
365 ft. Caribbean Frontage

33 Contiguous acres inWest End
Existing resort prime for luxury
development. Excellent private road, natural
pure springs, abundant fresh water. N/Stop
from Houston, Atlanta, Miami, SF, NY & Rome.
Broker protected. Offered @ $30,000,000.

CC Allen, Broker.
001-972-733-9789

cc@ebby.com

allnewprop@aol.com or 954-347-7913

Visit the website below for more info:
http://www.allnewpropertiesinc.com/

bulkinvest.php

BULK DISCOUNTED REAL ESTATE
INVESTMENT PROPERTIES

FLORIDA

TIMBERLAND OPPORTUNITY
45,000+ AC for sale in FL, GA, & SC.

Largest contiguous tract 13,618 AC with
18+ miles of state and county road
frontage. Make an investment in a

tangible asset. For maps, pictures, and
other info...visit our website.
www.stregispaper.com

St. Regis Paper Company
478-987-9700

Not Stocks
3 AC 25 ft dunes

$2.99 MIL
Permitted...YOUOWN IT

Bring all offers!

BEACH PROPERTY

Carl 903-473-2275

St. Croix, USVI
LAND OF PARADISE

ESTATE SALE
Spectacular view—Beautiful Setting
114ac. overlooking Turquoise Bay & Buck
Island. Home, guest house, garages, gen.
room & servant's quarters. Lge mahogany
trees, 18th Century sugar mill—mint
condition. 46 ac. beautiful green valley for
agricultural or commercial land dvlpmnt.

Call Dallas, TX—Bus. 214-747-1000
haroldoconnor29@yahoo.com

LandmarkHotel &Development Site
Famous 1928 Historic Hotel in the heart of
Downtown Phoenix, Arizona, USA.
Next to convention center and sports arenas.
Seven stories, Hol lywood stars, with
penthouse and 144 rooms. Has restaurants,
night club, retail stores, and zoning for an
additional 35 story high-rise tower. Long time
owner deciding to retire at age 84. Price is only
$31,950,000 USD, all cash or with terms.
Principles only. Call (602) 926-8902, or
e-mail to historichotel@gmail.com

NY Mall Redevelopment
$31M $59 sf 667,244sf

Four anchors on LT Leases
Incl. Lowes, JC Penney
Demalling plans avail.
Tim Giambrone 678-808-2731

Main 678-808-2700
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Santander ekes out growth amid crunch
Bank says it doesn’t
need to recapitalize;
net profit rose 4.4%

A WSJ NEWS ROUNDUP

Belgian public prosecutors
launched a formal investigation
Tuesday into whether current or
former executives at Belgian-Dutch
bank Fortis NV misled financial mar-
kets when the bank reassured share-
holders that it remained on a solid
financial footing.

The investigation of unnamed
people could concern current and
former top executives of Fortis, the
Brussels prosecutor’s office said.

The investigation follows com-
plaints from a former employee and
public concern over the matter, said
Josef Colpin, a spokesman for the
prosecutor’s office. The probe is
likely to take several months.

A Fortis spokeswoman said the
company hadn’t been informed of
the investigation.

Shareholder groups have com-
plained that former Chairman Mau-
rice Lippens and ex-Chief Executive
Jean-Paul Votron repeatedly as-
sured markets that the bank’s bal-
ance sheet was strong and that
there would be no change to the divi-
dend policy. The bank scrapped its
interim dividend and sought new
capital at the end of June.

CORPORATE NEWS

By Christopher Bjork

MADRID — Spain’s Banco
Santander SA Tuesday reported a
4.4% rise in third-quarter net profit,
boosted by higher lending profitabil-
ity and by its recent takeover of Bra-
zil’s Banco Real.

Although the bank survived the
early stages of the credit crunch rel-
atively unscathed, its stock has
fallen more than 25% in the past
week on worries about its vast Latin

American franchise, where finan-
cial turmoil has led to plummeting
commodities prices, sharply weak-
ening currencies, and a brutal sell-
off in equity markets.

Analysts said the bank’s results
could give the company’s share
price some support in coming days.
“We remain reasonably comfort-
able about Santander’s ability to
weather a more challenging eco-
nomic outlook,” said J.P. Morgan an-

alyst Ignacio Cerezo. “That said (...)
a global recession does not look like
a particularly favorable scenario for
the bank to outperform.”

Spain’s largest bank by assets
said third-quarter net profit rose to
Œ2.21 billion ($2.77 billion) from
Œ2.11 billion a year earlier. Operat-
ing results were lifted by a 12% rise
in net interest income, to Œ4.44 bil-
lion. Third quarter revenue was up
7% to Œ7.45 billion, while costs grew
1.5% to Œ3.13 billion.

“Despite turbulence, market dif-
ficulties and the crisis in the bank-
ing system, Santander’s business

model remains consistent, recur-
rent and with few surprises, produc-
ing strong results both in good
times and bad,” Chief Executive Al-
fredo Saenz said.

Santander has in the past three
months acquired two troubled U.K.
banks — Alliance & Leicester and
Bradford & Bingley — and one strug-
gling U.S. lender — Sovereign Ban-
corp Inc. Santander said its nonper-
forming loans rose to 1.63% of total
loans in September from 1.3% in
June. As a result, the bank boosted
loan-loss provisioning to Œ1.54 bil-
lion in the third quarter from Œ898

million a year earlier.
Mr. Saenz said Tuesday the bank

would focus on integrating those as-
sets and wasn’t planning further ac-
quisitions. He also said Santander’s
capital ratios were sufficient and
didn’t need to be boosted with a re-
capitalization similar to the ones
several of its peers have undergone
recently. Santander’s core Tier 1 ra-
tio—a key measure of a bank’s bal-
ance-sheet strength —stood at
6.31% at the end of September.

Later this week, Santander will
lay out plans for the integration of
Banco Real, which Santander ac-

quired from Dutch bank ABN Amro.
The unit has contributed Œ451 mil-
lion to net profit so far this year,
Santander said.

At Santander’s core continental
European division — which includes
the bank’s Spanish and Portuguese
retail banking network and its con-
sumer finance unit— profit inched
up 0.4% in the first nine months to
Œ3.53 billion. U.K. unit Abbey re-
ported a 4% increase in net profit, to
Œ943 million. Measured in pounds,
Abbey’s profits rose 20%. Profits at
Santander’s Latin American fran-
chise rose 6% to Œ2.17 billion.

Source: the company

Santander
Net profit, in billions
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Fortis statements
spur public probe
from Belgians

“A risk tamed is a reward captured.”
MICHAEL PLATT

CEO and Founder,
BlueCrest Capital Management Limited

For Michael Platt, nothing reduces the threat of risk like
CMEGroup.As CEO and founder of London’s fast-growing BlueCrest
Capital Management, Michael relies on the assurance — and
innovation — of CME Group to protect and manage a $12 billion
portfolio.With complete price transparency, liquidity and central
counterparty clearing, CME Group guarantees the soundness of
every trade.We’re committed to serving the needs of market users
worldwide, allowing you to manage best what matters most.

By improving the waymarkets work,CMEGroup is a vital force in
the global economy, offering futures and options products on interest
rates, equity indexes, foreign exchange, energy, agricultural com-
modities,metals and alternative investments. Learn howCMEGroup
can change your world by visiting www.cmegroup.com/info.

TheGlobe logo,CME®,ChicagoMercantile Exchange® andCMEGroup™ are trademarks of Chicago
Mercantile Exchange Inc. CBOT® and Chicago Board of Trade® are trademarks of the Board of
Tradeof theCity ofChicago.NewYorkMercantile Exchange® andNYMEX® are registered trademarks
of the NewYork Mercantile Exchange, Inc. Copyright © 2008 CME Group. All rights reserved.
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By Katherine Boehret

M
ANY people are head-
ing into this year’s hol-
iday season with
tighter budgets,
prompting them to be

even more selective with their gift
buying. One way to make sure you’re
getting the most for your dollar is to
search the Web for product reviews.
These reviews, usually consisting of
ratings systems and comment sec-
tions, might give the finicky shop-
per a helpful glimpse into a real us-
er’s experience with a product.

But reviews don’t always identify
their authors’ true motives. One item

might be reviewed
by a satisfied cus-
tomer who bought
the product, or it
could be from some-

one who designed the product and
wants to see it succeed. A review
could even be from a manufacturer’s
disgruntled employee who wants to
seethe product fail. Blogs can perpetu-
ate such biased behavior by inviting
people to submit reviews without veri-
fying whether or not the members
ever used the product.

This week, I tested Buzzillions.
com, a free Web site owned by San
Francisco-based PowerReviews Inc.
that mainly posts reviews from peo-
ple who have verifiably purchased
the product they are appraising, ac-
cording to retailers’ records. It also
organizes reviews in specific catego-
ries, allowing users to search accord-
ing to how they categorize them-
selves.

For example, someone shopping
for sheets can label herself a budget,
midrange or high-end shopper. A guy
looking for a videogame console
could call himself a gaming novice,
casual gamer, frequent player or
hardcore gamer. And someone on
the hunt for the right shampoo could
call herself a minimalist, beauty con-
scious or a product junkie. Selecting

one of these profile labels whittles re-
views down to only those best suited
for the personality of the person buy-
ing the product—or perhaps receiv-
ing it as a gift.

The secret sauce behind Buzzil-
lions is generated by surveys that
over 300 retailers send to consumers.
A few weeks after buying a product,
consumers receive an email survey
with a link to a Buzzillions question-
naire. These surveys ask consumers
what they consider to be a product’s
pros, cons and best uses, and its rank-
ing according to the site’s best-out-of-
five star rating system. And, follow-
ing the Buzzillions formula, it asks
these verified buyers to categorize
themselves. Both verified users and

unverified users, alike, can write re-
views for the site, though verified us-
ers’ reviews are more heavily consid-
ered in the “Buzzillions Rank” sys-
tem.

The “Buzzillions Rank” shows a
product’s standing in its particular
category, based on an algorithm ap-
plied to the survey data. This formu-
lated ranking is based on three
things: a product’s star rating; the
number of reviews it receives; and
the reliability of its reviewers.

Though Buzzillions can’t pre-
vent a person from posting multiple
reviews on a product, it does search
the site for duplicate content and us-
ers can notify the site if they doubt a
review’s authenticity. This could

trigger an investigation by the site
that may involve tracking the Inter-
net address of a reviewer, the times
and frequency that a person posted
reviews or even calling the person
in question.

Buzzillions is particularly help-
ful when it comes to certain catego-
ries of reviews. The Electronics cate-
gory, for example, is so populous
that it must be divided into 17 sub-
categories with numerous smaller
groups in each subcategory. This cat-
egory can also be searched by
brand.

But Buzzillions has its flaws. Not
all products can be sorted with per-
sonality labels. And I found that some
items were miscategorized. A “GPS”
category included receivers, car navi-
gation systems and wristwatches,
but when I tried to narrow these prod-
ucts by selecting the “Automotive
GPS” category, individual GPS data
loggers and receivers still appeared
instead of car-only devices like those
from Garmin and TomTom. Buzzil-
lions said it would correct this error,
but products placed in the wrong cate-
gories could be highly confusing for
someone unfamiliar with a product.
Other categories, such as Shoes and
Clothing, left me disappointed by the
low number of represented brands
and subcategories (i.e., shoes didn’t
separate heels or flats from the pack).

Nothing is sold on Buzzillions.
com, itself, though the site does link
to partner stores. But some product
pages only listed one online store
where the item could be bought.
Buzzillions plans to fix this problem
by listing about five to 10 online re-
tailers per product.

People can use the site in two
ways: as members, by signing up
with an email and password and en-
tering descriptions to create pro-
files of themselves and what types
of products they like; or as unregis-
tered visitors to the site. I tried both
methods and found the member rec-
ommendations practical because
they pointed out products I may not
have found as quickly using
searches. As a member, you in-
stantly see a list of suggested prod-
ucts according to your profile as
well as receive gift suggestions via
email. And even using the site with-

out becoming a member worked
well, never making me feel like the
best bits were only offered to regis-
tered members.

I really liked Buzzillions’ “Review
Snapshot,” a small at-a-glance box
that lists pros, cons and best uses for a
product. This snapshot also shows a
product’s Buzzillions Rank, as well as
its star ranking compared with the cat-
egory’s star-ranking average. I saved
a lot of time by skimming these con-
cise snapshots rather than opening ev-
ery review.

Buzzillions recently created a mo-
bile version of its site, mobile.buzzil-
lions.com, which runs on the
iPhone's Web browser and can be
used for quick looks at reviews and
top-10 lists. The company has plans
to release an actual iPhone app that
should be available soon via Apple’s
App Store.

The more I used Buzzillions, the
more I grew to depend on the site’s
signature Buzzillions Rank, which is
clearly listed on a big, bright-green
badge. The top 10 products in each cat-
egory are distinctly labeled, with the
No. 1 item in a category getting a spe-
cial ribbon. And this ranking held true
to its formula and showed a product’s
real standing: I often saw an item
with a higher star-rating average re-
ceive a lower Buzzillions Rank be-
cause they had far fewer reviews com-
pared to products with a higher Buzz-
illions Rank.

Another helpful stat that Buzzil-
lions displays prominently with
each review is the date that it was re-
viewed. I looked at a pair of tennis
sneakers with a top-10 Buzzillions
Rank, but some of that pair’s re-
views were labeled with dates that
were too old to be relevant for me.
Electronics fans, of course, would
care even more about these dates.

All told, Buzzillions does a good
job of balancing reviews and culling
the most-appropriate reviews for
certain people based on personality
traits. It currently has more than 3.6
million reviews, but will most likely
continue to grow as more people
use and rely on it, making it an even
more valuable tool for shoppers.

Edited by Walter S. Mossberg. Email
mossbergsolution@wsj.com

Finding the right product review for you
Buzzillions.com posts
appraisals it gets
from verified buyers

Motorola’s new cellphone chief plans to
streamline the company’s software
development and cut costs. Page 30

Americans continue
to buy property in
Europe. Page 29

Tech security firms
turn to gimmicks.
WSJ.com/BizTech

Search for a better battery seems everlasting

According to reviews at Buzzillions.com, a free site owned by San Francisco-based
PowerReviews, the Canon G9 Powershot is ranked No. 3 in its product category.

THE MOSSBERG
SOLUTION

By William M. Bulkeley

Computer chips double in speed
every two years. The typical per-
sonal computer’s storage capacity
has expanded 36,000 times since
1989. Internet-connection speeds
climb at about 50% a year.

But the batteries that run these
devices can’t keep up. Their power
is rising at only about 10% a year.
They hold a charge for maddeningly
short periods that have, at one time
or another, frustrated every laptop-,
cellphone- or Blackberry-toting
road warrior. In airport waiting ar-

eas, freeloaders routinely rush to
the outlets to recharge their gad-
gets for the next leg of the trip.

“We are a slave to the battery
world,” says Matt Nichols of Micro-
vision Inc., a Redmond, Wash., com-
pany that is developing miniature
projectors that can work with iPods.

The last real breakthrough in the
field came in1991,whenSonyCorp.in-
troducedrechargeablelithium-ionbat-
teries. Since then, battery technology
gains have been mostly incremental.

The problem is that batteries are
chemical devices with an anode that
gives up electrons and a cathode

that receives them, separated by an
electrolyte. When the anode has
given up most of its electrons, it
needs to be recharged.

Make the anode and cathode big-
ger,and thebattery becomesheavier.
You could carry around an auto bat-
tery to keep your iPhone charged
longer, but you couldn’t carry it very
long. Make batteries smaller, on the
other hand, and they don’t last as
long. Battery designers constantly
work with device makers to fine-
tune the weight/time trade-off, but
they can’t change the basic physics.

Lately, some power engineers

are pressing ahead with an alterna-
tive—a hybrid technology based on
a fuel cell that recharges a small bat-
tery whenever it gets low. Fuel cells
are a kind of miniature power-gener-
ation plant that uses a catalyst to
transform a gas (think vapor, not
gasoline) into electricity. One advan-
tage is that the fuel cell can be re-
charged with a portable gas canis-
ter, rather than requiring access to a
wall outlet for recharging.

Fuel cells create electricity
through the reaction between hydro-
gen and oxygen, producing water as
a byproduct. Historically, fuel cells

used hydrogen as their fuel. But hy-
drogen isn’t widely available, and
it’s expensive to build the tanks
needed to carry it around. Increas-
ingly, fuel-cell designers have fo-
cused on using other gases as an al-
ternative. Some designs depend on
methanol. Others use butane, the fa-
miliar fuel for cigarette lighters,
which has more energy per ounce
than methanol. Propane is used in
some larger systems.

Martin Schmidt, associate pro-
vost at Massachusetts Institute of
Technology, who has worked on fuel
cells, says: “The fundamental
premise is that batteries have a limit
as to how much energy you can store
per unit of weight. The energy in

Please turn to page 30
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GMAC seeks bank charter
A GM-Chrysler deal
may hinge on access
to Fed guarantees

More U.S. car dealers
close amid credit crunch
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Honda sees tough times
as profit tumbles 41%

By Damian Paletta

And John D. Stoll

GMAC LLC, the big lender co-
owned by General Motors Corp. and
investor group Cerberus Capital
Management LP, is seeking to be-
come a bank holding company un-
der the auspices of the U.S. Federal
Reserve Board, according to people
familiar with the talks.

The move, a key element in the
merger talks between GM and
Chrysler LLC, is aimed at shoring up
GMAC’s shaky financial footing. It
would allow the home-and-auto
lender to qualify for billions of dol-
lars in government aid and gain ac-
cess to lower-cost funding.

Cerberus owns 80.1% of Chrysler
and 51% of GMAC, and is discussing
the transfer of most of its Chrysler
holdings to GM in return for a big-
ger stake in GMAC.

GMAC’s move is the latest exam-
ple of the extraordinary measures
companies are employing to access
new bailout programs aimed at
quelling the financial-market crisis.
The government intervention, in
the form of loan guarantees and tax
dollars, has forced some companies
to take unprecedented steps to en-
sure their survival.

Cerberus could merge GMAC and
Chrysler Financial, Chrysler’s auto-
lending arm, into one entity con-
trolled by the bank holding com-
pany, people familiar with the plan
said. That company would be well
suited to offer consumers an arse-
nal of financial services, ranging
from auto loans to credit cards to in-
terest-bearing bank accounts.

Becoming a bank holding com-
pany is critical because it could al-
low GMAC to receive equity injec-
tions from the U.S. Treasury’s capi-
tal-purchase program and have its
debt temporarily guaranteed by a
new Federal Deposit Insurance
Corp. program. GMAC’s funding
costs—currently unfavorable be-

cause of battered credit ratings—
could decline dramatically if it
could access the Federal Reserve’s
discount window.

Lower funding costs, equity in-
jections and debt guarantees would
provide a lift for GMAC, which has
been incurring billions in losses be-
cause of its heavy exposure to the
mortgage and auto-lending indus-
tries. However, GMAC’s pursuit of
the designation would require ap-
proval from multiple government
agencies and it is unclear whether it
will prevail, several people familiar
with the matter said.

When Cerberus bought 51% of the
lending company in 2006 from GM,
the financial-services firm was con-
sidered a lending powerhouse, net-
ting billions of dollars in profit on
mortgage originations, insurance

products and car loans. However, the
collapse of the subprime-mortgage
market, coupled with the softening
of demand in the U.S. auto industry,
has threatened to sink GMAC.

GMAC’s restructuring would be
part of a complex but coordinated ef-
fort to stabilize GMAC, GM,
Chrysler and Chrysler Financial.
The White House and at least four
government agencies are looking at
different ways to help the U.S. auto
manufacturing industry.

“I think what we’re trying to do
right now is use the tools that Con-
gress gave us to try to help compa-
nies where we can,” White House
spokeswoman Dana Perino said.

Many financial-services compa-
nies avoid registering as bank hold-
ing companies because of the in-
creased scrutiny from the Fed and
bank capital-holding requirements.
But since the financial crisis hit, a
handful of firms have approached
the central bank about registering
as bank holding companies because

it allows them to qualify for multi-
ple government financing pro-
grams. Goldman Sachs Group and
Morgan Stanley recently took the
once-unthinkable step of becoming
bank holding companies.

“You want to be a regulated en-
tity now, because it provides confi-
dence to the market that you’ve got
the Fed providing oversight and you
have the ability to qualify for a
broader range of programs,” said Gil
Schwartz, a former Fed attorney
who is now a partner at Schwartz &
Ballen LLP in Washington, D.C.

The mechanics of any restructur-
ing for GMAC are complicated, in
part because GM owns 49% of the
company and different Cerberus en-
tities own the rest. GM would need
to transfer at least half of its owner-
ship in GMAC to Cerberus so that
the auto maker no longer owned
more than 24.9% of the voting
shares. That way GM won’t have a
controlling interest in the firm un-
der federal law.

If the Fed classified GMAC as a
bank holding company, it would
have more access to a Treasury pro-
gram that is expected to purchase as
much as $250 billion in preferred
shares in financial institutions. Trea-
sury spokeswoman Jennifer Zucca-
relli said that this facility, called the
capital-purchase program, “is only
open to federally regulated banks
and savings institutions.”

If GMAC became a bank holding
company, it also could qualify to
have some of its debt guaranteed by
the FDIC. Officials could try to struc-
ture such a deal before a Nov. 12
deadline for banks to notify the gov-
ernment if they want to be part of
the program. Still, the government
will consider any application after
that date on a case-by-case basis.

GMAC owns an industrial bank
chartered in Utah that doesn’t have
the full powers of a commercial
bank. The industrial bank, which
had $32 billion of assets and $17 bil-
lion of deposits as of June 30, could
be converted into a commercial
bank or a national bank. To control
the new bank holding company, Cer-
berus might have to create several
bank holding companies within its
own structure.
 —Jon Hilsenrath

contributed to this article.

Weeds grow along an empty car lot at a Chevrolet dealership in Clarks Summit,
Pa., that closed in August.

By Yoshio Takahashi

TOKYO—Honda Motor Co.
posted a 41% drop in its fiscal sec-
ond-quarter net profit and issued a
profit warning for the full year, re-
flecting the tough times that lie
ahead for Japan’s second-biggest
car maker.

Honda, the maker of Civic and Ac-
cord sedans, posted a net profit of
123.32 billion yen ($1.32 billion) in
the three months ended Sept. 30,
down from 208.48 billion yen a year
earlier.

The auto maker’s cost-cutting
steps and solid sales in emerging
markets were offset in the latest
quarter by the yen’s strength, declin-
ing sales of large vehicles in the U.S
and higher material costs.

The steep profit decline under-
scores the increasing problems in
the auto industry, as financial up-
heavals damp auto demand in major

markets such as the U.S. and have
started slowing growth even in
booming markets such as China.

Carlos Ghosn, the head of Hon-
da’s rival Nissan Motor Co., warned
Tuesday that tough business condi-
tions in the auto industry could con-
tinue until as late as 2010.

Honda’s slack results follow
profit warnings issued by European
car makers Daimler AG and Renault
SA last week and bode ill for other
Japanese car makers that will re-
lease their results this month and
next month.

The auto maker’s sales during
the latest quarter fell 4.9% to 2.827
trillion yen from 2.971 trillion yen,
while its operating profit sagged
48% to 148.85 billion yen from
286.34 billion yen.

Honda’s global auto sales fell
0.2% to 935,000 vehicles during the
period, with North America posting
a drop of 9.9% and Europe down 13%.

For the full year ending March,
the auto maker cut its net profit out-
look to 485 billion yen from 490 bil-
lion yen and lowered its full-year op-
erating profit outlook to 550 billion
yen from 630 billion yen.

Honda revised downward these
forecasts as it trimmed its global ve-
hicle sales projections for the full
year and said now expects the yen to
get stronger in the second half. Reve-
nue is now pegged at 11.6 trillion
yen, lower than the 12.14 trillion yen
in revenue it previously expected.

Cerberus is
jockeying to get
GMAC access to
bailout programs.

FOCUS ON AUTOMOBILES

Note: Fiscal years end March 31 of year shown

Source: the company
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By Kate Linebaugh

With credit drying up and new-ve-
hicle sales slumping to a 25-year low,
car dealerships from New Jersey to
California are going out of business at
an accelerating pace, threatening
greater economic pain for communi-
ties around the U.S.

The National Automobile Deal-
ers Association estimates 700 new-
car dealerships will close this year,
up from 430 last year, and take with
them an estimated 37,100 jobs
around the country. That is a heavy
blow to a key piece of the U.S. econ-
omy. The country’s 20,700 dealer-
ships accounted for $693 billion in
sales last year, or 18% of all retail
sales, according to NADA.

The rapid disappearance of deal-
ers could also complicate the chal-
lenges facing General Motors Corp.,
Chrysler LLC and Ford Motor Co. Af-
ter years of market-share losses,
each has been left with more dealers
than they need, and have been push-
ing dealers to consolidate. But a sud-
den loss of some of the bigger play-
ers could make it harder for the Big
Three to maintain sales. GM suffered
a setback recently when Bill Heard
Enterprises Inc., one of the largest
sellers of Chevrolet-brand vehicles,
filed for bankruptcy-court protec-
tion and closed its chain of 14 stores.

“The most serious concern for
dealerships at the moment is liquid-
ity,” said Paul Melville, a partner at
consulting firm Grant Thornton LLP.

Joseph Pfeffer, owner of Bigelow
Motors, a Chrysler and Jeep dealer
in Belleville, N.J., closed shop Oct. 4
after his bank decided to exit auto-
motive financing. He had been in
business since 1942. “I always sur-
vived,” said Mr. Pfeffer, “but nobody
ever cut off my line of credit before.”

Mr. Pfeffer said he approached
three banks about providing financ-
ing but none was interested. In Sep-
tember, he sold only seven vehicles,
compared with 40 the previous
month. When he closed, all 26 em-
ployees were terminated.

Similar scenes have been playing
out around the country. According to
NADA, 590 new-car dealerships this
year closed through September.

The markets most vulnerable to
dealer closings are California, which
has the most dealers of any state, fol-
lowed by Texas, Pennsylvania and
New York, according to NADA.

GMAC LLC, which provides fi-
nancing for most of the nation’s Gen-
eral Motors dealers, recently noti-
fied dealers that it was revising
terms of inventory credit and inter-
est rates on revolving credit lines.
Chrysler Financial took similar
steps. Both raised dealership costs.

A WSJ NEWS ROUNDUP

Shares of Volkswagen AG contin-
ued their climb Tuesday on the
heels of a 150% surge Monday, as in-
vestors continued to show enthusi-
asm for Porsche’s plans to buy three-
quarters of VW’s stock.

VW shares settled at Œ621.33
($779.29), up 20% in Frankfurt trad-
ing Tuesday following a volatile ses-
sion; at one point VW shares
touched Œ1,005, making the auto-
maker for a short time the world’s
largest company by market capitali-
zation, ahead of U.S. oil giant Exxon
Mobil Corp.

Volkswagen shares have been vol-
atile over the past two months, lead-
ing to speculation that short sellers
were desperate to cover positions.
But covering activity took on re-
newed speed after Porsche Automo-
bil Holding SE announced over the
weekend that it increased its equity
stake in VW to 42.6% from about
35%, and more crucially, that it had
options to buy another 31.5% of VW.

The scramble for Volkswagen
shares is particularly acute because
its free float—the shares available
on the open market—is estimated to
be just over 5%, since Porsche holds
VW shares either directly or indi-
rectly that amount to 74%, and the
Lower State of Saxony holds an-
other 20%.

Porsche hasn’t disclosed the
strike price of the options but said
that it will lock in gains between
whatever the market price of VW
when it exercises the option and the
strike price.

Porsche said over the weekend
that it was acting, in part, because it
was “clear that there are by far
more short positions in the market
than expected.”

A spokesman for Porsche re-
jected allegations of share price ma-
nipulation. He said this would be a
confusion of cause and effect, add-
ing that investors betting on Volks-
wagen’s share price are responsible
for the stock’s extreme volatility.

VW shares jump for second day
as short-seller squeeze continues

6 WEDNESDAY, OCTOBER 29, 2008 T H E WA L L ST R E ET JOU R NA L .

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 44.40 $27.61 3.22 13.20%
Alcoa AA 29.90 10.78 1.74 19.25%
AmExpress AXP 14.40 25.47 2.39 10.36%
BankAm BAC 96.80 23.02 2.49 12.13%
Boeing BA 12.80 48.91 6.55 15.46%
Caterpillar CAT 11.30 34.95 2.17 6.62%
Chevron CVX 20.90 70.02 8.31 13.47%
Citigroup C 135.60 13.41 1.68 14.32%
CocaCola KO 15.30 45.25 4.24 10.34%
Disney DIS 18.90 23.91 2.54 11.89%
DuPont DD 10.40 30.73 2.93 10.54%
ExxonMobil XOM 57.50 74.86 8.77 13.27%
GenElec GE 121.20 19.49 1.76 9.93%
GenMotor GM 22.90 6.25 0.80 14.68%
HewlettPk HPQ 23.90 35.09 3.91 12.54%
HomeDpt HD 25.60 21.57 2.66 14.07%
Intel INTC 87.10 15.86 1.61 11.30%
IBM IBM 11.20 87.28 7.62 9.57%
JPMorgChas JPM 65.50 37.60 3.60 10.59%
JohnsJohns JNJ 23.90 64.19 4.04 6.72%
KftFoods KFT 15.50 28.88 1.96 7.28%
McDonalds MCD 11.70 56.62 4.86 9.39%
Merck MRK 19.90 29.69 2.87 10.70%
Microsoft MSFT 113.10 23.10 1.92 9.07%
Pfizer PFE 69.90 17.82 1.43 8.72%
ProctGamb PG 32.00 63.23 5.86 10.21%
3M MMM 7.90 64.31 3.94 6.53%
UnitedTech UTX 9.50 51.29 6.11 13.52%
Verizon VZ 31.60 31.65 4.04 14.63%
WalMart WMT 37.80 55.17 5.50 11.07%

Dow Jones Industrial AverageP/E: nil.
LAST: 9065.12 s 889.35, or 10.88%

YEAR TO DATE: t 4,199.70, or 31.7%

OVER 52 WEEKS t 4,727.35, or 34.3%

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

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

Behind Asia’s deals: Bank revenue rankings, Japan
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

Nomura $267 15.4% 34% 32% 33% 1%

Mizuho 252 14.5% 3% 69% 14% 14%

Mitsubishi UFJ Securities 200 11.5% 4% 52% 29% 14%

Daiwa Securities SMBC Co Ltd 170 9.8% 22% 54% 24% …%

Citi 136 7.8% 23% 37% 39% 1%

UBS 93 5.4% 9% 22% 69% …%

JPMorgan 76 4.4% 4% 19% 73% 4%

Goldman Sachs 74 4.2% 15% 46% 39% …%

Merrill Lynch 60 3.5% 5% 28% 56% 10%

Source: Dealogic

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

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

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

Aegon  419 –79 –106 111 FKI  418 21 139 250

Wendel 1168 –39 74 698 Eurpn Aero Defence & Space Co Eads  214 25 70 107

Valeo 475 –32 52 206 Pernod Ricard 653 26 198 345

WPP 2005  307 –27 67 123 Rhodia 988 28 273 509

Peugeot 483 –26 45 279 FCE Bk  1757 30 –56 689

Fiat 1024 –26 267 766 Smiths Gp 170 31 57 91

Rank Gp 883 –25 27 300 Porsche Automobil Hldg  576 38 113 366

Daimler  384 –24 32 265 Tomkins  622 50 136 317

Bay Motoren Werke 372 –24 23 253 Hanson 831 66 244 635

Alliance Boots Hldgs  695 –23 –28 45 Holcim  477 74 191 237

Source: Markit Group

Dow Jones Stoxx 50: Tuesday’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 $56.8 18.00 12.78% –0.1% 46.2%

GDF Suez France Multiutilities 90.8 33.23 7.66 –14.7 29.6

Total France Integrated Oil & Gas 111.5 37.69 6.15 –32.3 –27.5

Sanofi-Aventis France Pharmaceuticals 75.6 46.11 6.07 –22.2 –30.3

Vodafone Grp U.K. Mobile Telecom 100.4 1.11 5.79 –41.8 –26.0

ING Groep Netherlands Life Insurance $14.7 5.65 –13.41% –81.5 –76.6

Deutsche Bk Germany Banks 14.7 22.27 –13.33 –74.9 –71.3

UniCredit Italy Banks 25.6 1.54 –13.03 –73.4 –67.7

Soc. Generale France Banks 24.6 33.34 –12.28 –68.5 –62.6

BNP Paribas France Banks 56.1 49.30 –10.36 –33.9 –21.7

...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

Royal Dutch Shell 84.7 19.15 5.51% –36.6% –25.4%
U.K. (Integrated Oil & Gas)
BP 148.7 4.62 5.37 –25.9 –26.6
U.K. (Integrated Oil & Gas)
UBS 37.9 15.02 4.31 –72.5 –70.0
Switzerland (Banks)
BASF 24.3 20.63 3.41 –57.0 –31.2
Germany (Commodity Chemicals)
France Telecom 61.3 18.79 2.31 –25.4 –14.6
France (Fixed Line Telecom)
HSBC Hldgs 127.1 6.78 2.30 –27.9 –24.0
U.K. (Banks)
ArcelorMittal 29.1 16.12 2.19 –71.1 ...
Luxembourg (Iron & Steel)
L.M. Ericsson Tel B 19.3 52.00 1.96 –44.3 –59.9
Sweden (Telecom Equipment)
Novartis 127.7 56.10 1.91 –8.0 –19.5
Switzerland (Pharmaceuticals)
Nestle 143.5 43.50 1.83 –18.2 13.0
Switzerland (Food Products)
Deutsche Telekom 55.4 10.19 1.80 –27.7 –29.7
Germany (Mobile Telecom)
Bayer 36.5 38.31 1.24 –32.9 32.7
Germany (Specialty Chemicals)
Iberdrola 31.1 4.99 1.01 –55.3 –10.3
Spain (Conventional Electricity)
Diageo 39.4 9.02 0.89 –17.8 8.3
U.K. (Distillers & Vintners)
Rio Tinto 37.4 22.58 0.67 –48.8 3.8
U.K. (General Mining)
Unilever 38.4 17.97 0.62 –21.2 –8.2
Netherlands (Food Products)
ABB 24.0 12.00 0.42 –65.0 24.0
Switzerland (Industrial Machinery)
ENI 76.1 15.24 –0.26 –39.5 –31.3
Italy (Integrated Oil & Gas)
BHP Billiton 29.3 8.43 –0.35 –53.7 –0.1
U.K. (General Mining)
Royal Bk of Scot 14.7 0.57 –0.70 –86.6 –87.1
U.K. (Banks)

Astrazeneca 53.2 23.49 –1.26% –0.3% –7.3%
U.K. (Pharmaceuticals)
Siemens 40.5 35.52 –1.33 –62.1 –42.8
Germany (Electronic Equipment)
GlaxoSmithKline 103.8 11.65 –1.60 –5.7 –20.8
U.K. (Pharmaceuticals)
Telefonica 74.7 12.73 –1.62 –44.2 –0.6
Spain (Fixed Line Telecom)
Roche Hldg Pt. Ct. 97.5 161.20 –1.77 –18.0 –16.5
Switzerland (Pharmaceuticals)
E.ON 60.0 24.05 –2.04 –46.9 –0.6
Germany (Multiutilities)
Koninklijke Philips 16.6 12.71 –2.27 –55.3 –41.4
Netherlands (Consumer Electronics)
Banco Santander 52.3 6.70 –2.47 –55.1 –36.0
Spain (Banks)
Assicurazioni Genli 32.0 18.17 –3.81 –44.3 –19.9
Italy (Full Line Insurance)
Nokia 54.7 11.54 –3.83 –57.8 –18.4
Finland (Telecom Equipment)
Tesco 39.0 3.19 –4.50 –32.5 6.5
U.K. (Food Retailers & Wholesalers)
SAP 36.5 23.45 –4.58 –37.4 –34.1
Germany (Software)
Daimler 23.3 19.35 –4.94 –74.4 –53.0
Germany (Automobiles)
Banco Bilbao Vizcaya 33.9 7.24 –4.99 –57.7 –50.8
Spain (Banks)
Anglo Amer 23.9 11.41 –5.39 –65.0 –33.0
U.K. (General Mining)
Barclays 22.9 1.80 –5.96 –68.9 –67.2
U.K. (Banks)
Credit Suisse Grp 34.4 35.26 –7.21 –54.1 –38.3
Switzerland (Banks)
Allianz SE 27.2 48.20 –7.33 –68.7 –59.4
Germany (Full Line Insurance)
AXA 31.0 12.04 –7.81 –60.5 –49.5
France (Full Line Insurance)
Intesa Sanpaolo 32.1 2.17 –8.34 –60.1 –44.2
Italy (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -6.97% -29.96% -37.9% -42.6% -43.1%
Merger Arbitrage -1.27% -8.17% -10.7% -10.2% -11.6%
Event Driven -1.08% -13.30% -17.2% -19.0% -20.4%
Distressed Securities -3.22% -13.12% -20.8% -26.0% -28.1%
Equity Market Neutral 0.01% 0.78% -3.3% -3.7% -2.4%
Equity Long/Short -0.03% -5.48% -11.4% -13.1% -13.4%

*Estimates as of 10/27/08, 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 97.69% 0.01% 1.91 1.18 1.38

Eur. High Volatility: 10/1 3.73 93.69 0.02 4.06 2.16 2.84

Europe Crossover: 10/1 8.76 89.22 0.06 9.20 5.74 7.04

Asia ex-Japan IG: 10/1 6.63 82.95 0.02 6.63 1.99 3.29

Japan: 10/1 3.23 92.29 0.02 3.23 1.58 2.12

 Note: Data as of October 27

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.
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Biotech firms hit hard by financial crunch
Running out of cash,
some cancel drugs,
cut staff or merge Other financings of

public companies
$6.23 billion

Public offerings
$13.42 billion

Venture funding
$5.13 billion

$24.78
billion

Global biotech industry
financing in 2007

Market perfomance*

Under threat

Sources: WSJ Market Data Group (indexes); BioWorld (Industry financing)
*As of late afternoon Tuesday in New York
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By Jeanne Whalen

And Ron Winslow

The financial crunch is shaking
the foundation of the global biotech
industry, threatening to slow the de-
velopment of new medicines and cut
high-tech jobs in the U.S. and Europe.

Many small biotech firms are ex-
pected to file for bankruptcy, cancel
drug trials, lay off workers or sell out
to large companies over the coming
year.

The biotech industry, largely
made up of hundreds of private and
public companies with just a hand-
ful of drugs in development each,
has produced some of the most suc-
cessful new medicines for cancer,
HIV and other diseases in recent
years. In the long term, a hobbled
biotech industry would be bad news
for big pharmaceutical companies,
which increasingly rely on biotech
start-ups to invent products the gi-
ants can acquire and market.

“The whole way of doing business
is gone, at least temporarily. Compa-
nies that don’t have a lot of cash or as-
sets to generate cash” are in jeopardy,
said George A. Scangos, chief execu-
tive of Exelixis Inc., a South San Fran-
cisco, Calif., biotech company.

Earlier this week, Mr. Scangos
warned analysts on a conference
call, “We’re in an economic environ-
ment unlike anything I’ve seen be-
fore. ... While it’s true we have an
amazing pipeline of promising com-
pounds, it’s also true we don’t have
the resources, either financial or hu-
man, to develop them.”

In the U.S., 38% of 370 small bio-
tech companies are operating with
less than a year’s worth of cash, and
nearly 100 publicly traded biotech
companies have less than six
months’ cash, according to the Bio-
technology Industry Organization,
or BIO, in Washington, D.C.

The largest biotech companies,
such as Amgen Inc., Genentech Inc.,

and Gilead Sciences Inc., have seen
their stock prices fall but have ro-
bust revenue streams that should
help them weather the downturn.
The financial-market crunch is
mostly hitting small biotech firms,
public and private, with low reve-
nue and little cash in the bank.

GlaxoSmithKline PLC said this
week it may step up its acquisition of
smaller drug companies now that
their share prices are dropping, and
Novartis AG said it is watching the
situation carefully.

Venture capitalists are scaling
back their investments in biotech
companies, while opportunities for
public offerings and bank loans
have dried up. To obtain funding,
companies are increasingly selling a
drug’s potential future revenue
streams to investment funds. It is an
expensive way to raise cash, and not
one many companies would use if
they had a choice, analysts say.

“We’re very dependent on func-
tioning capital markets to finance re-
search and development,” said Jim
Greenwood, BIO’s president and
chief executive officer. “When those
markets seize up there is less capi-
tal for investors to put at risk.”

Oramed Pharmaceuticals Inc.,
based in Jerusalem needs $25 million
to carry out human trials of an oral
formofinsulin.Insteadoftryingtosell
stock in a public offering, it is asking
largedrugcompaniesandotherinves-
tors in Russia, South Africa, South Ko-
rea and India for cash in exchange for
some of the drug’s eventual revenues
inthosemarketsshouldthedrugbeap-
proved for sale.

Among companies facing funding
problems, Atherogenics Inc. of Al-
pharetta, Ga., filed earlier this month
forchapter11bankruptcyprotectionaf-
terdefaultingondebtpaymentsduein
September. The company was poised
to launch a trial of a drug for diabetes
before the money ran out. The com-
pany hopes to sell the medicine to an-
other drug maker that will try to bring
it to market. In September, Cytokinet-
ics Inc. of South San Francisco said it
wasslashing itswork forceby 29% and
jettisoningitscancerresearchto focus
on a drug for heart failure.

In the U.K., Ardana PLC and Pho-

qus Pharmaceuticals PLC both went
into insolvency administration this
summer after running out of cash.
Lonza Group AG, a Swiss company
that makes chemical ingredients for
the drug industry, said this week it
will probably miss its full-year earn-
ings targets because small start-ups
are placing fewer orders.

“A number of companies are going

to find itvery difficult to survive,” said
AislingBurnand,chiefexecutive ofthe
BioIndustry Association in the U.K.

Arena Pharmaceuticals Inc. of
San Diego has enough cash on hand—
about $160 million to $175 mil-
lion—to finish studies and file an ap-
plication with the U.S. Food and Drug
Administration on its weight-loss
drug lorcaserin. But it will need more

money to bring the pill, if successful,
to market. “If the markets don’t coop-
erate, we could be left with a prob-
lem,” said Chief executive Jack Lief.

The Wellcome Trust, a charitable
groupinLondonthatfundsmedicalre-
search,hasseenthenumberofbiotech
companies approaching it for funding
doubleoverthelast12months,saidRi-
chard Seabrook, head of business de-
velopment and technology transfer.

Usually, the charity likes to de-
ploy its £65 million ($101.5 million)
annual budget to fund early-stage
projects, before a drug goes into hu-
man studies. But it is receiving more
applications from companies that
need funding for human studies,
funding they would normally get
from equity markets or partnerships
with big pharma, Dr. Seabrook said.

Another source of funds is a com-
pany with cash but lacking a promis-
ing drug. Transcept Pharmaceuticals
Inc. of Point Richmond, Calif., faced
difficulty getting its insomnia drug to
market. In September it said it would
merge with Novacea Inc., a publicly
traded South San Francisco company
whose lead drug failed, leaving it with
nearly $100 million in the bank.

SAP reports 5% drop in profit,
scales back plans amid slowdown

CORPORATE NEWS

By Leila Abboud

And Archibald Preuschat

Business-software maker SAP
AG reported a lower third-quarter
profit and scaled back its plans for
the rest of the year, saying the finan-
cial crisis is causing some custom-
ers to cut spending on software.

Net income fell 5% to Œ388 mil-
lion ($486.6 million) from Œ408 mil-
lion in the year-earlier quarter, Ger-
many-based SAP said. The latest re-
sult was weighed down by an
Œ87 million revenue write-down and
charges on its January acquisition of
a French company, Business Objects.

SAP and its competitors sell soft-
ware to companies of all sizes to
help them manage tasks such as in-
ventory and payroll.

Quarterly revenue at SAP rose 14%
to Œ2.76 billion from a year earlier.
Revenue from software and software-
related services increased 15% to
Œ1.99 billion. “We are not in crisis
mode,” said Co-Chief Executive Leo
Apotheker in an interview. “But we
recognize that revenues will continue

to be volatile, so we’re taking precau-
tionary measures to cut costs.”

SAP said it would reduce costs
by Œ200 million in the fourth quar-
ter. A memo to staff earlier in the
month declared a hiring freeze,
urged them to travel in coach class
when on business trips and can-
celed all external training courses.
For now, no job cuts are planned,
the company said.

In a bid to entice companies to
keep buying software in tough
times, SAP has retooled its product
offerings. It created several soft-
ware packages to help companies
better manage their cash flow and li-
quidity, redeploy workers in chang-
ing business conditions and reduce
procurement costs. “We put to-
gether these tools for our custom-
ers once we saw that the crisis was
here to stay,” Mr. Apotheker said.

SAP declined to provide specific
revenue guidance for next quarter,
given continuing volatility in the
market. “Only a fool would try to
predict what is going to happen,”
Mr. Apotheker said.
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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.

3.87% 9 World -a % % 159.82 3.82% –49.5% 5.89% 11 U.S. Select Dividend -b % % 573.40 1.20% –35.9%

3.81% 9 Stoxx Global 1800 167.40 1.32% –41.4% 156.00 1.53% –49.3% 4.90% 12 Infrastructure 1256.60 0.67% –34.4% 1496.10 0.99% –43.2%

3.77% 11 Stoxx 600 199.40 2.25% –48.2% 185.81 2.47% –55.2% 2.98% 7 Luxury 588.60 1.50% –51.7% 623.18 1.82% –58.2%

3.88% 10 Stoxx Large 200 218.90 2.44% –47.0% 202.84 2.65% –54.2% 2.85% 7 BRIC 50 217.40 4.41% –62.6% 258.84 4.74% –67.6%

3.09% 11 Stoxx Mid 200 164.20 1.25% –52.6% 152.12 1.46% –59.0% 7.54% 3 Africa 50 650.30 2.08% –40.7% 515.45 2.40% –48.6%

3.47% 10 Stoxx Small 200 100.60 1.40% –55.3% 93.20 1.61% –61.3% 8.81% 6 GCC 40 724.80 –1.01% –27.6% 573.90 –0.81% –37.4%

3.79% 10 Euro Stoxx 215.20 2.88% –49.8% 200.53 3.09% –56.6% 4.56% 8 Sustainability 682.80 2.95% –42.6% 722.75 3.69% –50.1%

3.87% 10 Euro Stoxx Large 200 233.60 3.27% –49.4% 216.28 3.48% –56.3% 3.12% 10 Islamic Market -a % % 1356.05 4.24% –45.5%

3.31% 11 Euro Stoxx Mid 200 185.60 0.85% –51.1% 171.79 1.06% –57.7% 3.38% 9 Islamic Market 100 1491.70 2.70% –30.9% 1600.56 3.43% –39.9%

3.55% 10 Euro Stoxx Small 200 111.00 1.07% –53.5% 102.68 1.28% –59.8% 7.53% 5 Islamic Turkey -c 1745.40 1.11% –41.9% % %

9.20% 7 Stoxx Select Dividend 30 1209.60 1.57% –62.0% 1291.34 1.79% –67.1% 3.07% 12 Wilshire 5000 % % 8699.15 2.31% –43.8%

6.29% 7 Euro Stoxx Select Div 30 1238.00 –2.98% –62.6% 1326.76 –2.78% –67.7% % DJ-AIG Commodity 142.10 0.67% –17.5% 128.67 0.80% –28.7%

*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 1.5978 2.4932 1.3764 0.1989 0.0584 0.2314 0.0167 0.4243 1.9937 0.2676 1.2339 ...

 Canada 1.2949 2.0205 1.1154 0.1612 0.0473 0.1875 0.0135 0.3438 1.6157 0.2169 ... 0.8104

 Denmark 5.9712 9.3172 5.1436 0.7433 0.2183 0.8646 0.0624 1.5856 7.4506 ... 4.6113 3.7371

 Euro 0.8014 1.2505 0.6904 0.0998 0.0293 0.1160 0.0084 0.2128 ... 0.1342 0.6189 0.5016

 Israel 3.7660 5.8763 3.2440 0.4688 0.1377 0.5453 0.0393 ... 4.6990 0.6307 2.9083 2.3570

 Japan 95.7550 149.4113 82.4834 11.9201 3.5003 13.8653 ... 25.4262 119.4783 16.0361 73.9478 59.9283

 Norway 6.9061 10.7759 5.9489 0.8597 0.2524 ... 0.0721 1.8338 8.6171 1.1566 5.3333 4.3222

 Russia 27.3565 42.6857 23.5649 3.4055 ... 3.9612 0.2857 7.2641 34.1341 4.5814 21.1263 17.1211

 Sweden 8.0331 12.5344 6.9197 ... 0.2936 1.1632 0.0839 2.1331 10.0233 1.3453 6.2036 5.0275

 Switzerland 1.1609 1.8114 ... 0.1445 0.0424 0.1681 0.0121 0.3083 1.4485 0.1944 0.8965 0.7265

 U.K. 0.6409 ... 0.5521 0.0798 0.0234 0.0928 0.0067 0.1702 0.7997 0.1073 0.4949 0.4011

 U.S. ... 1.5604 0.8614 0.1245 0.0366 0.1448 0.0104 0.2655 1.2477 0.1675 0.7723 0.6258

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 390.75 5.50 1.43% 799.25 258.50
Soybeans (cents/bu.) CBOT 888.00 –9.50 –1.06% 1,649.00 799.50
Wheat (cents/bu.) CBOT 514.00 –15.50 –2.93 1,284.25 430.00
Live cattle (cents/lb.) CME 88.875 0.100 0.11 115.325 86.875
Cocoa ($/ton) ICE-US 1,966 10 0.51 3,273 1,845
Coffee (cents/lb.) ICE-US 107.70 –0.05 –0.05 178.90 105.05
Sugar (cents/lb.) ICE-US 11.14 0.18 1.64 15.85 9.89
Cotton (cents/lb.) ICE-US 46.67 –0.43 –0.91 98.45 45.35
Crude palm oil (ringgit/ton) MDEX 1,459.00 69 4.96 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,299 –3 –0.23 1,706 979
Robusta coffee ($/ton) LIFFE 1,604 unch. unch. 2,747 1,580

Copper (cents/lb.) COMEX 185.85 5.35 2.96 404.50 162.65
Gold ($/troy oz.) COMEX 740.50 –2.40 –0.32 1,048.00 437.00
Silver (cents/troy oz.) COMEX 879.00 –40.50 –4.40 2,155.00 601.00
Aluminum ($/ton) LME 2,070.50 120.50 6.18 3,340.00 1,928.00
Tin ($/ton) LME 14,595.00 2545.00 21.12 25,450 11,200
Copper ($/ton) LME 4,080.00 372.00 10.03 8,811.00 3,708.00
Lead ($/ton) LME 1,435.00 220.00 18.11 3,740.00 1,160.00
Zinc ($/ton) LME 1,175.00 60.50 5.43 2,840.00 1,095.00
Nickel ($/ton) LME 11,900 2,200 22.68 34,050 9,000

Crude oil ($/bbl.) NYMEX 62.73 –0.49 –0.78 148.60 19.75
Heating oil ($/gal.) NYMEX 1.9335 –0.0048 –0.25 4.2935 1.9128
RBOB gasoline ($/gal.) NYMEX 1.4095 –0.0173 –1.21 3.5547 1.3878
Natural gas ($/mmBtu) NYMEX 6.696 0.068 1.03 14.546 0.117
Brent crude ($/bbl.) ICE-EU 62.17 –1.02 –1.61 150.25 60.72
Gas oil ($/ton) ICE-EU 621.50 –7.50 –1.19 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 28
Per In

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

Argentina peso-a 4.1469 0.2411 3.3235 0.3009

Brazil real 2.7251 0.3670 2.1840 0.4579

Canada dollar 1.6157 0.6189 1.2949 0.7723
1-mo. forward 1.6155 0.6190 1.2948 0.7723

3-mos. forward 1.6123 0.6202 1.2922 0.7739
6-mos. forward 1.6087 0.6216 1.2893 0.7756

Chile peso 845.54 0.001183 677.65 0.001476
Colombia peso 2992.14 0.0003342 2398.03 0.0004170

Ecuador US dollar 1.2477 0.8014 1 1
Mexico peso-a 16.7058 0.0599 13.3888 0.0747

Peru sol 3.8749 0.2581 3.1055 0.3220
Uruguay peso-e 28.823 0.0347 23.100 0.0433

U.S. dollar 1.2477 0.8014 1 1
Venezuela bolivar 2.68 0.373233 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9937 0.5016 1.5978 0.6259
China yuan 8.5331 0.1172 6.8388 0.1462

Hong Kong dollar 9.6728 0.1034 7.7522 0.1290
India rupee 61.8634 0.0162 49.5800 0.0202

Indonesia rupiah 13476 0.0000742 10800 0.0000926
Japan yen 119.48 0.008370 95.76 0.010443

1-mo. forward 119.30 0.008382 95.62 0.010459
3-mos. forward 118.73 0.008422 95.16 0.010509

6-mos. forward 118.14 0.008465 94.68 0.010562
Malaysia ringgit-c 4.4701 0.2237 3.5825 0.2791

New Zealand dollar 2.2578 0.4429 1.8095 0.5527
Pakistan rupee 101.380 0.0099 81.250 0.0123

Philippines peso 61.077 0.0164 48.950 0.0204
Singapore dollar 1.8750 0.5333 1.5027 0.6655

South Korea won 1816.47 0.0005505 1455.80 0.0006869
Taiwan dollar 41.750 0.02395 33.460 0.02989
Thailand baht 43.565 0.02295 34.915 0.02864

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

Euro zone euro 1 1 0.8014 1.2478

1-mo. forward 1.0006 0.9994 0.8019 1.2470

3-mos. forward 1.0007 0.9993 0.8020 1.2469

6-mos. forward 1.0012 0.9988 0.8024 1.2463

Czech Rep. koruna-b 24.264 0.0412 19.447 0.0514

Denmark krone 7.4506 0.1342 5.9712 0.1675

Hungary forint 261.72 0.003821 209.76 0.004767

Norway krone 8.6171 0.1160 6.9061 0.1448

Poland zloty 3.6821 0.2716 2.9510 0.3389

Russia ruble-d 34.134 0.02930 27.357 0.03655

Slovak Rep. koruna 30.4888 0.03280 24.4350 0.04092

Sweden krona 10.0233 0.0998 8.0331 0.1245

Switzerland franc 1.4485 0.6904 1.1609 0.8614

1-mo. forward 1.4471 0.6910 1.1598 0.8622

3-mos. forward 1.4441 0.6925 1.1574 0.8640

6-mos. forward 1.4424 0.6933 1.1560 0.8651

Turkey lira-d 1.9421 0.5149 1.5565 0.6425

U.K. pound 0.7997 1.2505 0.6409 1.5604

1-mo. forward 0.8008 1.2488 0.6418 1.5582

3-mos. forward 0.8024 1.2463 0.6431 1.5550

6-mos. forward 0.8052 1.2420 0.6453 1.5497

MIDDLE EAST/AFRICA
Bahrain dinar 0.4704 2.1258 0.3770 2.6525

Egypt pound-a 6.9812 0.1432 5.5950 0.1787

Israel shekel 4.6990 0.2128 3.7660 0.2655

Jordan dinar 0.8831 1.1324 0.7078 1.4129

Kuwait dinar 0.3358 2.9782 0.2691 3.7161

Lebanon pound 1872.87 0.0005339 1501.00 0.0006662

Saudi Arabia riyal 4.6788 0.2137 3.7498 0.2667

South Africa rand 13.3572 0.0749 10.7050 0.0934

United Arab dirham 4.5833 0.2182 3.6733 0.2722

SDR -f 0.8419 1.1878 0.6747 1.4821
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 600 199.44 4.40 2.26% –45.3% –48.2%

 11 DJ Stoxx 50 2061.74 3.58 0.17 –44.0% –46.5%

 10 Euro Zone DJ Euro Stoxx 215.23 6.01 2.87 –48.1% –49.8%

 9 DJ Euro Stoxx 50 2381.68 88.63 3.87 –45.9% –46.6%

 5 Austria ATX 1734.60 58.71 3.50 –61.6% –64.1%

 6 Belgium Bel-20 1898.35 44.14 2.38 –54.0% –56.7%

 7 Czech Republic PX 699.8 Closed –61.4% –63.4%

 8 Denmark OMX Copenhagen 228.02 –0.46 –0.20% –49.2% –52.5%

 8 Finland OMX Helsinki 5674.70 –39.03 –0.68 –51.1% –54.5%

 7 France CAC-40 3114.92 47.57 1.55 –44.5% –46.3%

 9 Germany DAX 4823.45 488.81 11.28 –40.2% –39.5%

 … Hungary BUX 11744.75 993.52 9.24 –55.2% –57.0%

 2 Ireland ISEQ 2520.03 –45.56 –1.78 –63.7% –67.8%

 6 Italy S&P/MIB 18628 –464 –2.43 –51.7% –53.6%

 4 Netherlands AEX 237.96 0.86 0.36 –53.9% –56.4%

 5 Norway All-Shares 260.03 2.16 0.84 –54.4% –55.9%

 17 Poland WIG 25874.05 595.45 2.36 –53.5% –59.2%

 8 Portugal PSI 20 5813.35 11.59 0.20 –55.3% –55.2%

 … Russia RTSI 575.64 26.21 4.77% –74.9% –73.9%

 7 Spain IBEX 35 7905.4 –104.5 –1.30% –47.9% –49.9%

 15 Sweden OMX Stockholm 182.56 2.37 1.32 –48.1% –51.9%

 10 Switzerland SMI 5538.54 37.60 0.68 –34.7% –38.0%

 … Turkey ISE National 100 24895.16 558.43 2.29 –55.2% –56.2%

 7 U.K. FTSE 100 3926.38 73.79 1.92 –39.2% –41.0%

 9 ASIA-PACIFIC DJ Asia-Pacific 81.28 2.17 2.74 –48.6% –52.4%

 … Australia SPX/ASX 200 3794.6 –14.6 –0.38 –40.1% –43.8%

 … China CBN 600 13540.65 385.49 2.93 –67.3% –67.7%

 7 Hong Kong Hang Seng 12596.29 1580.45 14.35 –54.7% –60.2%

 9 India Sensex 9008.08 498.52 5.86 –55.6% –54.5%

 … Japan Nikkei Stock Average 7621.92 459.02 6.41 –50.2% –54.2%

 … Singapore Straits Times 1666.49 66.21 4.14 –51.9% –55.7%

 11 South Korea Kospi 999.16 52.71 5.57 –47.3% –51.3%

 10 AMERICAS DJ Americas 219.69 10.20 4.87 –41.7% –44.5%

 … Brazil Bovespa 32780.33 3345.22 11.36 –48.7% –49.4%

 9 Mexico IPC 17947.86 1079.20 6.40 –39.2% –43.4%

*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 27, 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* 204.10 –4.30%–49.4% –50.5%

3.20% 13 World (Developed Markets) 834.03 –4.31%–47.5% –48.9%

2.90% 14 World ex-EMU 98.75 –4.26%–45.4% –47.4%

3.00% 14 World ex-UK 834.58 –4.45%–46.8% –48.2%

4.10% 10 EAFE 1,080.73 –5.00%–52.0% –53.0%

3.20% 10 Emerging Markets (EM) 454.34 –4.14%–63.5% –62.3%

4.70% 9 EUROPE 68.44 –1.86%–46.3% –48.2%

4.90% 9 EMU 120.14 –4.65%–57.1% –56.3%

4.50% 10 Europe ex-UK 74.49 –2.38%–46.6% –47.9%

6.30% 8 Europe Value 74.83 –4.00%–50.6% –53.3%

3.10% 12 Europe Growth 60.74 0.16%–41.9% –42.8%

4.00% 10 Europe Small Cap 103.17 –3.38%–52.1% –55.6%

3.00% 7 EM Europe 149.80 1.25%–68.8% –65.9%

5.20% 8 UK 1,142.90 –0.77%–40.5% –40.9%

4.40% 10 Nordic Countries 97.72 –3.04%–52.6% –56.6%

2.10% 6 Russia 347.33 0.32%–76.9% –73.0%

4.00% 12 South Africa 462.48 –0.10%–35.1% –35.3%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 204.67 –5.08%–61.4% –61.7%

2.20% 14 Japan 463.40 –7.47%–50.7% –55.1%

2.80% 11 China 27.19 –12.04% –68.2% –69.2%

1.30% 14 India 330.92 –2.00%–61.3% –52.9%

2.20% 10 Korea 268.90 2.65%–48.0% –49.2%

6.50% 10 Taiwan 165.56 –5.01%–50.4% –54.5%

2.30% 18 US BROAD MARKET 916.86 –3.40%–42.5% –44.7%

1.70% 36 US Small Cap 1,123.94 –4.50%–43.4% –46.4%

2.70% 11 EM LATIN AMERICA 1,674.89 –3.21%–61.9% –59.5%

*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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Growth outlook is slashed for U.S. drug sales
Gain of 1%-2% seen;
emerging markets
pick up some slack

By Jeanne Whalen

Pharmaceutical sales in the U.S.,
the world’s biggest market, will
grow far less than originally fore-
cast this year and are in for meager
growth next year as economic tur-
moil and a lack of new products
take their toll, according to a
closely watched annual forecast.

U.S. drug sales this year are ex-
pected to rise just 1% to 2%, to as
much as $297 billion, according to
IMS Health Inc. The consulting
firm forecasts U.S. sales to rise an-
other 1% to 2% next year. IMS a year
ago forecast 4% to 5% sales growth

for this year.
The dramatic slowdown is help-

ing reshape the industry by propel-
ling drug companies to devote
more attention and resources to
emerging markets. Early this de-
cade, the U.S. accounted for 40% to
50% of the growth in global pharma-
ceutical sales each year. Next year,
the U.S. will account for just 9%,
IMS forecast in its report, which
was scheduled for release Wednes-
day.

Emerging markets should help
the global pharmaceutical market
grow 4.5% to 5.5% to as much as
$830 billion next year. But with the
global economy in flux, IMS said an
exact forecast is difficult. IMS in-
cludes branded and generic pre-
scription drugs in its forecast.

With emerging markets increas-
ingly picking up the slack, drug com-
panies are scrambling to increase

their sales forces in such countries.
GlaxoSmithKline PLC, Novartis AG
and Sanofi-Aventis SA have been

among the most aggressive at intro-
ducing new products in emerging
markets. “It’s quite a dramatic
shift,” Murray Aitken, senior vice
president of Healthcare Insight at
IMS, said in an interview.

The top seven emerging mar-
kets will account for about 34% of
global sales growth next year, up
from 7% in 2000, IMS said. But
sales could be hurt if economic tur-
moil continues in the top emerging
markets, IMS said. Many consum-
ers in countries such as Brazil, In-
dia and Russia pay out-of-pocket
for drugs, so any damage to those
economies could quickly affect
drug sales.

In the U.S., economic uncer-
tainty appears to be making Ameri-
cans less likely to visit their doc-
tors or to fill prescriptions, hurting
drug sales, Mr. Aitken said. Also,
drug companies aren’t discovering

as many new drugs these days, and
the U.S. Food and Drug Administra-
tion is approving fewer medicines
as it becomes more safety con-
scious.

Insurers also are hurting sales
by not quickly covering new drugs
and by pushing consumers and doc-
tors toward low-cost generic
drugs, Mr. Aitken said. Novartis’s
Tekturna for high blood pressure,
for example, has been a weak
starter because there are many
good generic drugs for hyperten-
sion on the market.

That said, IMS also expects a
slowdown in generic drug sales. In-
tense competition among generic-
drug makers in the U.S. and Europe
is driving down prices. IMS pre-
dicted the global generic market
will grow by 5% to 7% next year, to
more than $68 billion, down from
double-digit growth in the past.

CORPORATE NEWS

By Erica Herrero-Martinez

And Ruth Bender

U.K.-based advertising and mar-
keting company Aegis Group PLC
and French ad company Publicis
Groupe SA fueled concerns Tuesday
when they warned that the eco-
nomic slowdown was making it diffi-
cult to predict ad spending.

Even though organic revenue—
which excludes acquisitions, dispos-
als and currency movements—grew
7.3% in the first nine months of the
year, “we have become more cau-
tious about the outcome for the full
year,” Aegis said.

“We believe sterling weakness
will offset fourth-quarter deteriora-
tion, and we are leaving our 2008
forecasts unchanged,” analysts at in-
vestment bank Numis said in a re-
port. “However, we are now factor-
ing in a downturn” for 2009 and
2010, the report added.

Aegis said its financial position re-
mains strong, and at Monday’s close
of business it had committed head-
room of £112.1 million ($175.6 mil-
lion) on its revolving-credit facility.

The cautious outlook put pres-
sure on the company’s stock, which
closed down 10% at 57 pence, one of
the biggest declines in London’s
FTSE 250 mid-cap index. Shares in
Aegis have fallen more than 50%
since the start of the year as the eco-
nomic crisis has hit ad budgets.

In August, Aegis’s media-buying
division, Carat, cut its global-adver-
tising-growth forecast for 2008 to
just under 5% from 6%.

French rival Publicis, mean-
while, posted weaker third-quarter
organic-revenue growth and said it
expects a further slowdown in the
fourth quarter. Organic revenue
grew 3.9% in the third quarter, down
from the 4.6% growth recorded a
year earlier. Revenue fell slightly to
Œ1.11 billion ($1.39 million) from
Œ1.12 billion.

While it maintained its full-year
targets for 2008, the Paris-based
company said it expects a “marked
slowdown” of the industry in 2009.

Next year “will be a tense year,”
warned Chief Executive Maurice
Levy, adding that mature markets
will pose the biggest challenge. He
said that Publicis nevertheless still
aims for organic-revenue growth
above the 3.1% it logged last year.

Aegis, Publicis
warn ad spending
is hard to predict

Source: IMS Health
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KNOWLEDGE IS VITAL. BUT KNOWLEDGE IS NOTHING WITHOUT UNDERSTANDING.
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But when you understand enough about the wind to harness its full power,

you can light up entire cities.
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KBL Key America USD US EQ LUX 10/24 USD 318.72 –47.2 –48.1 –21.4
KBL Key East Europe EU EQ LUX 10/24 EUR 1247.24 –63.3 –62.3 –31.6
KBL Key Eur Sm Cie EU EQ LUX 10/24 EUR 669.29 –51.2 –55.7 –28.7
KBL Key Europe EU EQ LUX 10/24 EUR 505.46 –42.8 –45.4 –23.1
KBL Key Far East AS EQ LUX 10/24 USD 805.79 –57.8 –60.2 –22.0
KBL Key Major Em Mkts GL EQ LUX 10/24 USD 305.60 –67.1 –66.2 –25.0
KBL Key NaturalRes EUR OT EQ LUX 10/24 EUR 318.71 –48.7 –49.4 NS
KBL Key NaturalRes USD OT EQ LUX 10/24 USD 308.41 –55.4 –54.7 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 10/24 USD 29.86 –60.1 –59.7 –23.7
LG Asian Plus AS EQ CYM 10/17 USD 39.59 –53.6 –55.0 –12.9
LG Asian SmallerCo's AS EQ BMU 10/27 USD 46.80 –70.6 –72.2 –37.8
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 10/27 EUR 31.07 –57.5 –63.6 –27.5
MP-TURKEY.SI OT OT SVN 10/27 EUR 18.91 –62.9 –64.1 –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 10/27 EUR 2.97 –66.9 –67.7 NS
Parex Eastern Europ Bd EU BD LVA 10/27 USD 9.84 –28.0 –27.9 –12.1
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 10/28 USD 94.34 –60.0 –64.7 –21.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/28 USD 90.69 –60.4 –65.1 –22.4
PF (LUX)-Biotech-Pca OT EQ LUX 10/27 USD 251.85 –24.3 –29.0 –4.7
PF (LUX)-CHF Liq-Pca CH MM LUX 10/27 CHF 123.72 1.4 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/27 CHF 95.50 1.4 1.8 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/27 EUR 110.81 –50.2 –52.1 –26.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/27 USD 68.23 –50.1 –50.8 –18.7
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 10/28 USD 75.17 –67.5 –68.8 –28.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/28 USD 254.48 –65.3 –66.7 –27.8
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/27 EUR 75.57 –44.6 –47.4 –23.7
PF (LUX)-EUR Bds-Pca EU BD LUX 10/27 EUR 370.09 2.4 1.0 0.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/27 EUR 290.63 2.4 1.0 0.4
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/27 EUR 122.45 –6.6 –8.0 –3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/27 EUR 89.26 –6.6 –8.0 –3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/27 EUR 92.86 –35.2 –37.3 –20.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/27 EUR 60.06 –35.2 –37.3 –20.2
PF (LUX)-EUR Liq-Pca EU MM LUX 10/27 EUR 133.87 3.1 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/27 EUR 100.00 3.1 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/27 EUR 292.26 –52.1 –55.1 –29.2
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/27 EUR 100.63 –45.4 –49.2 –26.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/27 USD 154.47 –23.0 –22.6 –8.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/27 USD 110.13 –23.0 –22.6 –8.4
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/27 USD 11.77 –51.6 –53.2 –26.8
PF (LUX)-Gr China-Pca AS EQ LUX 10/28 USD 181.91 –57.5 –62.2 –13.2
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/27 USD 168.39 –68.2 –65.8 –23.1
PF (LUX)-Jap Index-Pca JP EQ LUX 10/28 JPY 7468.92 –47.4 –50.7 –30.7
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/28 JPY 6812.53 –49.2 –54.4 –35.0
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/28 JPY 6657.18 –49.4 –54.7 –35.4
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/28 JPY 3566.00 –48.3 –52.9 –34.9
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 10/27 CHF 673.82 –20.7 –23.9 –10.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/27 EUR 45.74 –40.5 –44.9 –22.7
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/23 USD 25.22 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/27 USD 64.04 –42.6 –47.0 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/27 EUR 316.35 –48.8 –53.7 –25.7
PF (LUX)-US Eq-Ica US EQ LUX 10/27 USD 74.97 –41.8 –43.4 –19.4
PF (LUX)-USA Index-Pca US EQ LUX 10/27 USD 67.84 –41.5 –43.9 –20.6
PF (LUX)-USD Bds-Pca US BD LUX 10/27 USD 489.67 3.7 5.8 5.6

PF (LUX)-USD Bds-Pdi US BD LUX 10/27 USD 369.96 3.7 5.8 5.6
PF (LUX)-USD Liq-Pca US MM LUX 10/27 USD 129.81 2.2 2.8 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/27 USD 87.50 2.2 2.8 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/27 EUR 101.93 –34.7 –36.3 –16.6
PF (LUX)-WldGovBds-Pca GL BD LUX 10/27 USD 149.30 1.4 3.2 6.0
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/27 USD 126.35 1.4 3.1 6.0
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/27 USD 51.37 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 10/24 USD 7.61 –47.4 –50.1 –24.0
Japan Fund USD JP EQ IRL 10/28 USD 10.98 –34.8 –39.1 –22.1

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 10/24 EUR 566.05 –42.5 –44.4 NS
Core Eurozone Eq B EU EQ IRL 10/24 EUR 630.04 NS NS NS
Euro Fixed Income A EU BD IRL 10/24 EUR 1142.71 –8.5 –10.3 –5.5
Euro Fixed Income B EU BD IRL 10/24 EUR 1211.27 –8.1 –9.8 –4.9
Euro Small Cap A EU EQ IRL 10/24 EUR 894.90 –49.2 –54.1 –30.1
Euro Small Cap B EU EQ IRL 10/24 EUR 951.82 –48.9 –53.8 –29.7
Eurozone Agg Eq A EU EQ IRL 10/24 EUR 495.60 –48.2 –50.1 NS
Eurozone Agg Eq B EU EQ IRL 10/24 EUR 707.24 –48.0 –49.8 –25.5
Glbl Bd (EuroHdg) A GL BD IRL 10/24 EUR 1188.17 –8.1 –8.5 –3.6
Glbl Bd (EuroHdg) B GL BD IRL 10/24 EUR 1252.24 –7.6 –7.9 –3.0
Glbl Bd A EU BD IRL 10/24 EUR 1027.43 1.9 –0.5 –2.5
Glbl Bd B EU BD IRL 10/24 EUR 1086.16 2.4 0.1 –1.9
Glbl Real Estate A OT EQ IRL 10/24 USD 659.14 –48.1 –52.6 –28.3
Glbl Real Estate B OT EQ IRL 10/24 USD 674.72 –47.9 –52.3 –27.8
Glbl Real Estate EH-A OT EQ IRL 10/24 EUR 634.51 –45.9 –50.6 –29.1
Glbl Real Estate SH-B OT EQ IRL 10/24 GBP 59.78 –45.5 –50.0 –27.9
Glbl Strategic Yield A EU BD IRL 10/24 EUR 1133.06 –24.2 –25.3 –11.5
Glbl Strategic Yield B EU BD IRL 10/24 EUR 1203.92 –23.8 –24.8 –10.9
Japan Equity A JP EQ IRL 10/24 JPY 9636.00 –48.2 –52.3 –32.1
Japan Equity B JP EQ IRL 10/24 JPY 10198.00 –47.9 –52.0 –31.7
Multi St Cash Plus EH-A GL EQ IRL 10/24 EUR 953.02 –5.8 –5.7 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/24 USD 1146.60 –56.7 –58.3 –21.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/24 USD 1214.79 –56.5 –58.1 –20.7
Pan European Eq A EU EQ IRL 10/24 EUR 722.02 –46.9 –49.0 –26.2
Pan European Eq B EU EQ IRL 10/24 EUR 764.28 –46.7 –48.7 –25.8
US Equity A US EQ IRL 10/24 USD 654.04 –43.6 –45.0 –20.1
US Equity B US EQ IRL 10/24 USD 695.33 –43.3 –44.7 –19.6
US Small Cap A US EQ IRL 10/24 USD 954.02 –44.5 –47.8 –22.4
US Small Cap B US EQ IRL 10/24 USD 1014.86 –44.2 –47.5 –21.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/28 SEK 58.53 –49.8 –53.2 –29.2
Choice Japan Fd JP EQ LUX 10/28 JPY 40.59 –48.7 –52.2 –33.4
Choice Jpn Chance/Risk JP EQ LUX 10/28 JPY 40.73 –54.5 –57.8 –34.2
Choice NthAmChance/Risk US EQ LUX 10/28 USD 2.69 –48.6 –49.0 –24.6
Europe 2 Fd EU EQ LUX 10/28 EUR 0.71 –51.2 –53.8 –28.2
Europe 3 Fd EU EQ LUX 10/28 GBP 2.50 –46.9 –47.2 –21.3
Global Chance/Risk Fd GL EQ LUX 10/28 EUR 0.49 –37.9 –42.3 –22.6
Global Fd GL EQ LUX 10/28 USD 1.54 –48.0 –50.3 –23.6
Intl Mixed Fd -C- NO BA LUX 10/28 USD 20.45 –38.6 –40.1 –16.9
Intl Mixed Fd -D- NO BA LUX 10/28 USD 14.43 –38.6 –40.1 –15.8
Wireless Fd OT EQ LUX 10/28 EUR 0.10 –47.9 –51.3 –22.4

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/28 USD 3.68 –59.5 –62.9 –24.5
Currency Alpha EUR -IC- OT OT LUX 10/28 EUR 10.94 7.1 6.1 NS
Currency Alpha EUR -RC- OT OT LUX 10/28 EUR 10.90 6.8 5.7 NS
Currency Alpha SEK -ID- OT OT LUX 10/28 SEK 106.10 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/28 SEK 108.86 NS NS NS
Generation Fd 80 OT OT LUX 10/28 SEK 6.03 –36.2 –38.9 NS
Nordic Focus EUR NO EQ LUX 10/28 EUR 51.44 –48.0 NS NS
Nordic Focus NOK NO EQ LUX 10/28 NOK 55.06 NS NS NS
Nordic Focus SEK NO EQ LUX 10/28 SEK 54.72 –45.0 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/28 USD 0.66 –59.3 –63.0 –23.5
Choice North America Eq. Fd US EQ LUX 10/28 USD 1.32 –45.5 –46.1 –23.4
Ethical Global Fd GL EQ LUX 10/28 USD 0.57 –47.8 –50.3 –24.2
Ethical Sweden Fd NO EQ LUX 10/28 SEK 25.04 –43.8 –47.5 –23.2
Europe Fd EU EQ LUX 10/28 USD 1.47 –58.7 –59.9 –22.8
Global Equity Fd GL EQ LUX 10/28 USD 0.98 –48.3 –50.6 –23.0
Index Linked Bd Fd SEK OT BD LUX 10/28 SEK 12.78 2.3 4.1 3.0
Medical Fd OT EQ LUX 10/28 USD 2.71 –29.7 –28.9 –13.2
Short Medium Bd Fd SEK NO MM LUX 10/28 SEK 9.09 2.3 2.9 2.8
Technology Fd OT EQ LUX 10/28 USD 1.55 –45.7 –47.5 –19.8
World Fd GL EQ LUX 10/28 USD 1.49 –44.4 –46.8 –16.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/28 EUR 1.26 1.4 1.5 2.2
Short Bond Fd SEK NO MM LUX 10/28 SEK 21.37 1.9 2.4 2.6
Short Bond Fd USD US MM LUX 10/28 USD 2.49 1.3 2.1 3.2

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/28 SEK 10.00 –2.1 –1.8 –0.2
Alpha Bond Fd SEK -B- NO BD LUX 10/28 SEK 8.98 –2.1 –1.8 –0.2
Alpha Bond Fd SEK -C- NO BD LUX 10/28 SEK 25.07 –2.2 –1.9 –0.3
Alpha Bond Fd SEK -D- NO BD LUX 10/28 SEK 8.35 –2.2 –1.9 –0.3
Alpha Short Bd SEK -A- NO MM LUX 10/28 SEK 10.70 1.8 2.4 2.7
Alpha Short Bd SEK -B- NO MM LUX 10/28 SEK 10.03 1.8 2.4 2.7
Alpha Short Bd SEK -C- NO MM LUX 10/28 SEK 20.94 1.8 2.3 2.5
Alpha Short Bd SEK -D- NO MM LUX 10/28 SEK 8.71 1.8 2.3 2.5
Bond Fd EUR -C- EU BD LUX 10/28 EUR 1.27 4.5 4.1 2.2
Bond Fd EUR -D- EU BD LUX 10/28 EUR 0.51 4.5 4.0 2.1
Bond Fd SEK -C- NO BD LUX 10/28 SEK 39.87 5.5 5.9 3.5
Bond Fd SEK -D- NO BD LUX 10/28 SEK 11.96 4.3 4.7 2.9
Corp. Bond Fd EUR -C- EU BD LUX 10/28 EUR 1.07 –8.9 –10.6 –5.0
Corp. Bond Fd EUR -D- EU BD LUX 10/28 EUR 0.84 –9.3 –11.0 –5.3
Corp. Bond Fd SEK -C- NO BD LUX 10/28 SEK 10.51 –12.9 –13.9 –6.6
Corp. Bond Fd SEK -D- NO BD LUX 10/28 SEK 8.26 –12.7 –13.7 –6.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/28 EUR 95.82 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/28 EUR 95.64 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/28 SEK 103.44 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/28 SEK 955.09 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/28 SEK 20.42 3.5 4.0 3.2
Flexible Bond Fd -D- NO BD LUX 10/28 SEK 11.56 3.5 4.0 3.2

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/28 SEK 84.95 –20.0 –22.3 –9.8
Global Hedge I SEK -D- OT OT LUX 10/28 SEK 77.63 –22.3 –24.5 –11.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/28 USD 1.28 –61.6 –62.7 –21.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/28 SEK 14.96 –55.2 –60.3 –27.2
Europe Chance/Risk Fd EU EQ LUX 10/28 EUR 779.05 –54.2 –56.5 –30.4

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/27 USD 10.50 –68.3 –73.1 –19.8
Eq. Pacific A AS EQ LUX 10/27 USD 5.39 –61.1 –64.2 –21.0

n SGAM Fund
Bonds CHF A CH BD LUX 10/27 CHF 27.14 4.0 3.5 0.8
Bonds ConvEurope A EU BD LUX 10/27 EUR 27.08 –6.8 –7.3 0.9
Bonds Eur Corp A EU BD LUX 10/27 EUR 19.84 –9.6 –10.9 –5.3
Bonds Eur Hi Yld A EU BD LUX 10/24 EUR 13.94 –34.3 –36.2 –19.3
Bonds EURO A EU BD LUX 10/27 EUR 37.85 2.5 2.0 1.2
Bonds Europe A EU BD LUX 10/27 EUR 36.61 2.4 1.5 0.9
Bonds US MtgBkSec A US BD LUX 10/27 USD 22.32 –11.5 –11.4 –3.0
Bonds US OppsCoreplus A US BD LUX 10/27 USD 30.73 –2.4 –1.2 2.3
Bonds World A GL BD LUX 10/27 USD 36.75 –1.2 0.6 5.1
Eq. ConcentratedEuropeA EU EQ LUX 10/27 EUR 18.87 –53.2 –54.7 –31.1
Eq. Eastern Europe A EU EQ LUX 10/27 EUR 12.45 –71.7 –71.6 –39.6
Eq. Equities Global Energy OT EQ LUX 10/27 USD 12.19 –51.6 –50.2 –17.9
Eq. Euroland A EU EQ LUX 10/27 EUR 8.51 –50.8 –52.3 –27.6
Eq. Euroland MidCapA EU EQ LUX 10/27 EUR 13.93 –51.9 –56.1 –30.3
Eq. EurolandCyclclsA EU EQ LUX 10/27 EUR 12.03 –52.5 –53.1 –24.1
Eq. EurolandFinancialA OT EQ LUX 10/27 EUR 8.63 –53.6 –55.3 –34.8
Eq. Glbl Emg Cty A GL EQ LUX 10/27 USD 4.82 –64.4 –65.5 –26.4
Eq. Global A GL EQ LUX 10/27 USD 18.71 –51.1 –52.6 –27.6
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 10/27 USD 10.63 –64.5 –65.5 –33.5
Eq. Japan A JP EQ LUX 10/27 JPY 575.86 –56.5 –59.3 –38.4
Eq. Japan Sm Cap A JP EQ LUX 10/27 JPY 751.94 –55.9 –61.2 –45.9
Eq. Japan Target A JP EQ LUX 10/27 JPY 1300.37 –35.8 –40.1 –24.3
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3

Eq. UK A UK EQ LUX 10/27 GBP 8.49 –50.2 –53.3 –29.6
Eq. US ConcenCore A US EQ LUX 10/27 USD 15.22 –43.3 –43.4 –21.2
Eq. US Lg Cap Gr A US EQ LUX 10/27 USD 10.26 –49.0 –50.0 –24.1
Eq. US Mid Cap A US EQ LUX 10/27 USD 17.71 –54.8 –57.0 –24.3
Eq. US Multi Strg A US EQ LUX 10/27 USD 15.16 –47.4 –49.2 –25.5
Eq. US Rel Val A US EQ LUX 10/27 USD 14.94 –47.8 –50.3 –29.1
Eq. US Sm Cap Val A US EQ LUX 10/27 USD 12.86 –48.5 –52.6 –30.2
Eq. US Value Opp A US EQ LUX 10/27 USD 12.83 –49.7 –52.5 –31.3
Money Market EURO A EU MM LUX 10/27 EUR 26.94 3.6 4.4 4.0
Money Market USD A US MM LUX 10/27 USD 15.68 2.4 3.3 4.1

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 10/15 USD 9.81 –33.6 –23.6 0.1
UAE Blue Chip Fund Acc AS EQ ARE 10/23 AED 7.43 –36.3 –23.9 –6.8

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 10/28 EEK 104.10 –61.2 –65.9 –36.4
New Europe Small Cap EUR EE EQ EST 10/28 EEK 55.39 –60.3 –64.4 –34.4
Second Wave EUR EE EQ EST 10/28 EEK 103.32 –62.4 –64.7 –28.6

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/28 JPY 7808.00 –53.4 –60.0 –36.8
YMR-N Japan Fund JP EQ IRL 10/28 JPY 9001.00 –48.3 –54.9 –31.7
YMR-N Low Price Fund JP EQ IRL 10/28 JPY 11465.00 –49.8 –56.4 –33.9
YMR-N Small Cap Fund JP EQ IRL 10/28 JPY 5431.00 –56.2 –62.5 –40.5
Yuki Mizuho Gen Jpn III JP EQ IRL 10/28 JPY 4197.00 –54.8 –59.4 –35.2
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/28 JPY 4474.00 –54.0 –60.2 –38.4
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/28 JPY 5945.00 –52.5 –57.4 –36.5
Yuki Mizuho Jpn Gen JP EQ IRL 10/28 JPY 7666.00 –50.1 –57.7 –33.2
Yuki Mizuho Jpn Gro JP EQ IRL 10/28 JPY 5604.00 –54.6 –61.0 –37.8
Yuki Mizuho Jpn Inc JP EQ IRL 10/28 JPY 7387.00 –43.6 –50.4 –27.8
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/28 JPY 4800.00 –49.1 –54.2 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/28 JPY 9688.00 –46.5 –53.2 –30.9
Yuki Mizuho Jpn PGth JP EQ IRL 10/28 JPY 7127.00 –56.6 –61.6 –36.8
Yuki Mizuho Jpn SmCp JP EQ IRL 10/28 JPY 5263.00 –58.5 –64.1 –39.8
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/28 JPY 4636.00 –50.7 –55.7 –34.6
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/28 JPY 2226.00 –61.0 –68.0 –51.0

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/28 JPY 4109.00 –53.6 –57.6 –35.8
Yuki 77 General JP EQ IRL 10/28 JPY 5464.00 –52.4 –57.9 –34.9
Yuki 77 Growth JP EQ IRL 10/28 JPY 5958.00 –51.4 –58.3 –35.7
Yuki 77 Income AS EQ IRL 10/28 JPY 4563.00 –45.6 –49.6 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/28 JPY 5877.00 –49.5 –57.2 –34.7
Yuki Chugoku Jpn Gro JP EQ IRL 10/28 JPY 4842.00 –52.0 –56.8 –33.1
Yuki Chugoku Jpn Inc JP EQ IRL 10/28 JPY 5198.00 –40.2 –44.5 –25.5
Yuki Chugoku JpnLowP JP EQ IRL 10/28 JPY 7028.00 –46.1 –54.1 –29.2
Yuki Chugoku JpnPurGth JP EQ IRL 10/28 JPY 4399.00 –49.7 –57.3 –34.0

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/28 JPY 6330.00 –50.8 –57.1 –34.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/28 JPY 4319.00 –51.0 –56.8 –33.3
Yuki Hokuyo Jpn Inc JP EQ IRL 10/28 JPY 4987.00 –40.8 –47.7 –27.9
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/28 JPY 3999.00 –53.6 –59.2 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/28 JPY 4470.00 –53.9 –60.1 –36.4
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/28 JPY 4369.00 –51.1 –57.4 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/28 JPY 4891.00 –48.9 –59.8 –33.5

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 09/30 USD 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 09/30 USD 45.14 –31.5 –27.0 –9.7

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 09/30 EUR 113.65 –12.3 –10.1 0.7

D'Auriol Opp F3 EUR EU MM CYM 09/30 EUR 1154.20 –15.8 –14.3 –2.5

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 10/24 USD 182.66 –78.0 –77.3 –51.5

Antanta MidCap Fund EE EQ AND 10/24 USD 327.99 –81.9 –80.6 –46.4
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

NAV % RETURN
FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR

For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

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

n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de
ARIX Composite Gross USD OT 09/30 USD 1454.02 NS –4.6 –9.1 –6.2 2.4

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Aviva PLC

U.K.insurerAvivaPLCposteda12%
rise in new-business sales for the first
three quarters of 2008 thanks to bet-
ter performances in Asia and the U.S.,
butsaiditseesaslowdownfortherest
of the year. Sales of life insurance and
pensionsroseto£25.67 billion($40.21
billion) from £22.94 billion a year ear-
lier, even though investment sales
were down 37% to £3.37 billion, partly
because of a weaker U.K. commercial-
property market. “These are unprece-
dentedtimes,”saidChiefExecutiveAn-
drew Moss, noting that in spite of a
drop in the company’s share price,
“peoplearound theworld are stillsav-
ing and buying insurance.” Since the
start of the year, shares in Aviva have
lost 64% of their value. Tuesday, the
company’s stock rose 5.6%.U.S. warns Bayer over marketing

Lufthansa’s net profit declines 65%

Mediobanca SpA

Milan-based Mediobanca SpA
posted a 20% decline in first-quar-
ter net profit, as higher net-interest
income failed to offset lower trad-
ing-profit and fees. Net profit
dropped to Œ310 million ($389 mil-
lion) from Œ390 million a year ear-
lier, as net fees and commissions fell
7% to Œ111 million. Net interest in-
come meanwhile rose 7% to Œ223
million, thanks to a strong perform-
ance at the bank’s consumer-credit
operations. Chief Executive Alberto
Nagel has been expanding the Me-
diobanca’s operations outside Italy
and boosted existing businesses
such as consumer credit and wealth
management in a move to modern-
ize what was until then considered a
traditional merchant bank.

CORPORATE NEWS

Panasonic Corp.

Panasonic Corp. of Japan said
net profit for its fiscal second quar-
ter slid 16% as the electronics com-
pany absorbed the impact of a stron-
ger yen, higher raw-materials costs
and anemic consumer spending. Pa-
nasonic hasn’t cut its profit forecast
for the fiscal year ending in March,
but the company waved a caution
flag. The outlook for the economy
“is increasingly becoming uncer-
tain,” said Makoto Uenoyama, Pana-
sonic’s chief financial officer. Net
profit for the three months ended in
September fell to 55.5 billion yen
($593 million), from 65.8 billion yen
a year earlier.

U.S. Steel income triples
End of boom means
tougher times ahead;
output curbs in place

TomTom NV

TomTom NV said third-quarter
net profit dropped 41% because of
plummeting prices for its navigation
devices and warned that it won’t
reach its full-year sales target. Net
profits fell to Œ58 million ($73 mil-
lion) from Œ99 million a year earlier,
as higher costs for research and devel-
opment, administration and the acqui-
sition of map maker Tele Atlas paired
up with a drop in prices for TomTom’s
products. Sales came in at Œ429 mil-
lion, flat from last year, but down 5%
from the second quarter. Expecting a
slowdown in consumer spending, the
Dutch company lowered its full-year
revenue outlook to between Œ1.75 bil-
lion and Œ1.85 billion, down from its
previous target of up to Œ2.15 billion.

Austrian Airlines AG

Austrian Airlines AG swung to a
third-quarter net loss, hurt by
higher jet-fuel prices, competition
from low-cost carriers and losses on
long-haul flights amid the financial
crisis. The net loss was Œ16.4 million
($20.6 million), compared with a
year-earlier net profit of Œ29.2 mil-
lion. Sales rose 1.4% to Œ697.2 mil-
lion from Œ687.6 million, helped by
an upswing in passengers in the
short- and medium-haul segment.
The airline said it still expects a full-
year net loss between Œ100 million
and Œ125 million, excluding special
items. Austria’s government is try-
ing to sell its roughly 42% stake in
the national carrier. On Monday it
extended the deadline for offers un-
til Dec. 31, after at least one bidder,
Deutsche Lufthansa AG, demanded
that the government take on part of
the airline’s Œ900 million debt.

By Jared A. Favole

WASHINGTON—Pharmaceutical
giant Bayer AG has received warn-
ingsfromU.S.federalregulatorsforil-
legally marketing two unapproved
over-the-counter medicines combin-
ingaspirin with dietary supplements.

Bayer’s “Bayer Aspirin With
Heart Advantage” and “Bayer Wom-
en’s Low Dose Aspirin + Calcium” are
drugs and require Food and Drug Ad-
ministration approval before being
marketed, the FDA said in two let-
ters posted on its Web site Tuesday.
The letters are dated Monday.

The two drugs combine Aspirin
withover-the-counterdietarysupple-
ments.Bayer’sWomen’scombinesAs-

pirin with calcium. Bayer Aspirin
withHeartAdvantagecombinesAspi-
rin with phytosterols, which Bayer
says help lower cholesterol.

Products that combine drugs
and dietary supplements require
FDA approval before they can be
marketed, even if the drug, in this
case Aspirin, is already approved.

Bayer has been marketing Aspi-
rin Heart Advantage since earlier
this year, while Bayer Women’s Low
Dose Aspirin + Calcium has been on
the market since 2002. A company
spokeswoman said Bayer was in the
process of reviewing the FDA letters
and will respond to the agency.

She said Bayer stands behind
“both products and all the marketing
claimsthatwemakein theirsupport.”

Bayer has faced criticism from
lawmakers over television ads for
Bayer with Heart Advantage. Earlier
this month, leaders of the U.S.
House Energy and Commerce Com-
mittee said Bayer appeared to be ig-
noring FDA recommendations that
companies refrain from marketing
products that combine drugs and di-
etary supplements.

The FDA doesn’t closely scruti-
nize dietary supplements for safety
and effectiveness, and lawmakers
areconcernedthataproductcontain-
ing an FDA-approved drug and a sup-
plement misleads people to believe
the supplement has also been vetted.

The FDA says, however, it isn’t
aware of any significant adverse
events associated with the drugs.

—Compiled from staff
and wire service reports.

Continental AG

German auto-parts maker Conti-
nental AG said it will cut production
at its Regensburg plant. As of Novem-
ber, the Regensburg plant will pro-
duce only four days instead of six ev-
ery week, and production will close
down completely between the Christ-
mas holidays and year-end, a com-
pany spokeswoman said. Around
1,500 of the 6,500 staff members in
Regensburg will be affected, and
they will reduce their overtime dur-
ing the production cuts, she said.
The auto-parts maker is looking at
similar measures for its approxi-
mately 30 other plants in Germany,
she added. German auto maker Daim-
ler AG is halting production for four
weeks over the Christmas holidays
at all of its 14 plants, while BMW AG
plans to cut production by between
20,000 and 25,000 cars in 2008.

GLOBAL BUSINESS BRIEFS

By Jan Hromadko

Deutsche Lufthansa AG said
profit for the first nine months of
the year fell 65% from a year earlier,
when results were boosted by gains.
The carrier also issued a profit warn-
ing for the full year.

The flagship German airline
said Tuesday that because of
higher fuel costs and an uncertain
market environment, it now ex-
pects 2008 operating profit of
about Œ1.1 billion ($1.38 billion). It
previously said full-year operating
profit would “follow up” on last
year’s Œ1.38 billion result.

The warning came three weeks
after Lufthansa said the interna-
tional financial crisis and the cool-
ing economy have led to a notice-
able decline in bookings.

Last week, Franco-Dutch carrier
Air France-KLM SA, the world’s big-
gest airline by revenue, already said
that it will be very difficult for it to
meet its operating income objective
of Œ1 billion for this financial year. It
said it had decided to limit its capac-

ity increase for the winter 2008 and
summer 2009 seasons to between
1% and 2%.

In a preliminary earnings report,
Lufthansa said net profit for the
first nine months fell to Œ551 million
from Œ1.6 billion. The year-earlier re-
sults were boosted by gains of more
than Œ500 million related to the sale

of its stake in travel agency Thomas
Cook. Revenue increased 14% to
Œ18.6 billion.

Operating profit fell 9.3% to
Œ984 million, hurt by “record levels
in fuel costs, which could not be
fully compensated in the increas-
ingly difficult environment,”
Lufthansa said.

By Robert Guy Matthews

U.S. Steel Corp., North America’s
largest steelmaker by output, re-
ported its most profitable quarter
ever, with strong demand and high
prices more than tripling net income
in what is likely to prove the last
quarter of the commodity boom.

John Surma, the Pittsburgh steel-
maker’s chief executive officer,
tamped down expectations for the
fourth quarter, saying the volatile
economy, softening automotive mar-
kets and a drop in demand and sales
prices in both the U.S. and Europe
would have “significant negative ef-
fects on our businesses.”

Visibility into next year’s per-
formance is limited because of low
order-backlogs and short produc-
tion lead times, he warned. How-
ever, raw material costs are ex-
pected to decline, the company said.

Steel companies have been deliv-
ering record-breaking results this
year but are now getting hit hard as
nervous steel buyers limit their

metal purchases because of the un-
certain world economy.

This week Eurofer, Europe’s
steel trade and lobbying group, said
the steel market is entering a period
of instability and oversupply and
“the downward trend is expected to
accelerate during the first half of
next year.” Steel markets in North
America, analysts say, aren’t likely
to recover until sometime in 2009
at the earliest.

The World Steel Association,
spooked by the swift drop in steel
prices and demand, declined to is-
sue its annual world steel forecast
last month, saying the financial cri-
sis made it impossible to estimate
demand with any accuracy. It ex-
pects to make a prediction some-
time in early 2009.

U.S. Steel reported net income of
$919 million, or $7.79 a share, for
the quarter ended Sept. 30, com-
pared with net income of $269 mil-
lion, or $2.27 a share, in last year’s
third quarter.

Revenue soared 68% to $7.31 bil-
lion amid strong demand for the
company’s flat-rolled products and
for tubular goods, which are used by
the oil and gas industry. The aver-
age sales price for flat-rolled goods,
the company’s biggest product cate-
gory, jumped 41% and shipments

rose 25% compared with the same
period a year earlier.

Wall Street analysts polled by
Thomson Reuters had forecast earn-
ings of $7.09 a share on revenue of
$7.2 billion.

U.S. Steel said it saw demand for
steel slow at the end of the third
quarter and quickly started to re-
duce production at its mills in North
American and Europe. The company
said it will continue to operate at re-
duced levels, corresponding to cus-
tomer order rates.

There is one bright spot for all
steelmakers: lower energy and raw
material costs. The costs of metal-
lurgical coal, iron ore and fuel have
started to decline as both demand
and consumption in China has
slowed.

At U.S. Steel, the impact won’t be
as great as it will be for other steel-
makers. U.S. Steel is in the rare posi-
tion of being able to supply most of
its own iron ore and a significant
amount of coke—a byproduct of
coal—especially at its North Ameri-
can operations.

When prices for raw materials
started skyrocketing last year, the
company was not as affected by the
increases as others. In turn, as
prices for raw materials fall, its
costs won’t drop as dramatically.

A WSJ NEWS ROUNDUP

The Swedish central bank said it
was ready to lend investment bank
Carnegie AB as much as five billion
kronor ($627 million) to ease a liquid-
ity crunch.

The Riksbank said it was increas-
ing the assistance from its previous
offer of one billion kronor as a preven-
tive measure “to make it easier for
Carnegie to release its own liquidity
should the need arise.”

The Riksbank said it and Swe-
den’s Financial Services Authority be-
lieved Carnegie was solvent, but the

central bank didn’t elaborate on why
it had raised the loan from the
amount announced Monday.

Riksbank deputy governor Lars
Nyberg said: “Against the back-
ground of the prevailing unease in
the financial system, the Riksbank
has decided to grant Carnegie in-
creased liquidity assistance in order
to reduce the risk of serious disrup-
tions to the financial system.”

Carnegie said it had requested the
expanded loan to enhance its “finan-
cial flexibility.” It said it wouldn’t nec-
essarily use the entire credit facility.

Sweden expands loan to Carnegie

Luxottica SpA

Eyewear maker’s net drops,
but revenue increases 5.2%

Luxottica SpA of Italy reported a
7% drop in third-quarter net profit
and issued a profit warning. The
world’s biggest eyewear maker by
sales attributed most of the profit
decline to charges after its acquisi-
tion of Oakley last year and unfavor-
able exchange rates. Net profit fell
to Œ104.6 million ($131.2 million)
from Œ112.4 million a year earlier,
even though sales rose 5.2% to Œ1.21
billion from Œ1.15 billion. Luxottica
owns the LensCrafters chain and
the Ray-Ban brand and makes eye-
wear for fashion houses such as
Prada and Chanel. The company
also cut its 2008 earnings-per-
share forecast to between 96 Euro-
pean cents and 98 European cents
from a previous target of as much as
Œ1.14.

TeliaSonera AB

Telecommunications operator
TeliaSonera AB of Sweden on Tues-
day posted a 12% drop in third-quar-
ter net profit, mainly because of
higher costs and lower income from
associated companies. Net profit
fell to 4.77 billion Swedish kronor
($598.2 million) from 5.4 billion kro-
nor a year earlier, while sales rose
4.1% to 25.82 billion kronor. The
company said it still expects full-
year net profit to be “somewhat
higher” than last year, excluding
gains of two billion kronor in 2007.
The company also said its Spanish
start-up, Yoigo, is likely to post a
loss of more than one billion kronor
in full-year earnings before interest,
taxes, depreciation and amortiza-
tion. TeliaSonera said it is consider-
ing its options for the business.
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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 10/24 USD 206.98 –33.6 –33.2 –14.9
Sel Emerg Mkt Equity GL EQ GGY 10/24 USD 112.52 –58.4 –59.1 –22.1
Sel Euro Equity EUR US EQ GGY 10/22 EUR 80.52 –44.9 –47.5 –24.4
Sel European Equity EU EQ GGY 10/24 USD 128.98 –54.5 –55.8 –26.1
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Sel Pacific Equity AS EQ GGY 10/24 USD 80.21 –54.5 –55.7 –19.7
Sel US Equity US EQ GGY 10/24 USD 97.34 –43.0 –44.9 –21.6
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n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 10/27 EUR 284.82 –21.1 –22.0 –10.7
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U.S. rescue could push
insurers into mergers
By Leslie Scism

If the U.S. Treasury Depart-
ment’s capital-infusion program
for the banking sector expands to in-
surers, industry consolidation may
follow.

Some of the life insurers whose
names have emerged as supportive
of a widening of the Treasury’s
$700 billion rescue program, the
possibility of which emerged Fri-
day, are considered by ratings firms
to be financially healthy and capa-
ble of acquisitions. One is New York-
based MetLife Inc. Industry ana-
lysts say it could be a contender to
acquire at least some of the U.S. life-
insurance operations of American
International Group Inc.

The financial-services conglom-
erate has said it is trying to sell busi-
ness units, including these and part
of its foreign life-insurance opera-
tions, to pay back an $85 billion res-
cue loan it received last month from
the U.S. government in exchange
for an 80% equity stake. That res-
cue, by the Federal Reserve, is sepa-
rate from the $700 billion Treasury
program.

Raising large sums of money for
acquisitions is a tough challenge
for any financial company right
now, with credit markets still tight
and stocks beaten down. Analysts
say the infusion of low-cost govern-
ment capital into a potential ac-
quirer could prove crucial for AIG’s
efforts to strike deals in the months
ahead.

A MetLife spokesman said the
company wouldn’t comment on any
potential acquisition plans. An AIG
spokesman said: “AIG is moving for-
ward aggressively with its plan to
permanently resolve its liquidity
problems, sell a number of our
world-class businesses and repay
the Fed loan. We also continue to
evaluate other possible options to
restore AIG as a healthy competi-
tor.” He declined to elaborate.

Banking-industry analysts inter-
preted Friday’s announcement that
PNC Financial Services Group Inc.
has agreed to acquire National City
Corp. as an indication that the U.S.
government is using the rescue
plan as ammunition to push weak
banks into the arms of strong ones.
PNC will sell $7.7 billion of pre-
ferred shares and warrants to the
Treasury Department to finance
the stock-and-cash deal.

Colin Devine, a stock analyst at
Citigroup Global Markets, said in a
note to clients Monday that he antic-

ipates “a wave of M&A activity”
among life insurers, with Treasury
infusions taking “the form of facili-
tated deal financing such as” PNC
will receive. He rates MetLife a top
pick, saying it has a strong capital
position and is “uniquely situated”
to acquire U.S. units from AIG.

Meanwhile, Evan Greenberg,
chairman of trade group American
Insurance Association, said a sub-
stantial majority of AIA’s members
“do not support the inclusion of
property-casualty insurers” in the
Treasury program and wouldn’t
participate if it becomes available.
Mr. Greenberg, chairman of ACE
Group, said AIA members are “well-
capitalized.” Members include
Chubb Corp., Travelers Cos. and W.
R. Berkley Corp. Property-casualty
carriers tend to have more-liquid in-
vestments than life insurers, and
their core businesses aren’t as vola-
tile as the overall economy because
cars, homes and businesses con-
tinue to be insured.

One goal of any potential expan-
sion of the Treasury program ap-
pears to be trying to ramp up the in-
surance industry’s role as a lender.

On Sunday, New York Life Insur-
ance Co., one of the highest-rated
insurers in the U.S., said that Trea-
sury officials recently asked it and
others in the life-insurance indus-
try “for help in developing solu-
tions for strengthening the finan-
cial system. We agreed to work with
other industry leaders and Trea-
sury so we could play a construc-
tive role in helping shape this im-
portant discussion.” The insurer,
which is mutually owned, doesn’t
require additional capital and
hasn’t made any decision to accept
capital, if offered, a spokesman
said.

Enron lessons are thin
Crackdown lulled
Washington to sleep;
that crisis a ‘gnat’
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By Dennis K. Berman

The lesson of Enron is, sadly,
that there are no lessons.

Less than seven years ago, U.S.
prosecutors began pouncing on the
fallen energy company, eventually

convicting 22 em-
ployees. When
Chairman Kenneth
Lay and Chief Exec-
utive Jeffrey Skill-

ing were finally convicted in May
2006, House Financial Services
Committee member Michael Oxley
crowed that “justice has been
served” and that the “entire deba-
cle” had reinforced executives’ du-
ties to public corporations.

Today’s financial crisis has
shown what a real debacle looks
like. And it has made clear that exec-
utives’ duties to public companies
have, if anything, been loosened,
not reinforced. What is worse, the
post-Enron crackdown appears not
only to have failed to stop flagrant
corporate risk-taking, but to have
lulled Washington to sleep.

“Enron was a gnat compared to
what’s going on,” said Sidney Pow-
ell, a Texas attorney for former Mer-
rill Lynch & Co. employees. Those
employees still are awaiting retrial
for participating in a Nigerian
power deal with Enron in 1999.
“There is blame far and wide here,

beginning 20 years before. [Securi-
ties & Exchange Commission] fail-
ure. Congressional failure. The
whole system needs to be retooled.”

Those looking for retribution
against the executives of failed compa-
nies will quickly see that prosecutions
won’t come easy. The law gives execu-
tives wide latitude to run their busi-
ness, no matter how terrible their de-
cisions. And even convictions would
seem an incomplete conclusion given
that a system—political and regula-
tory—also failed the public.

Lehman Brothers Holdings Inc.
Chief Executive Richard Fuld de-
serves plenty of responsibility for
the fate of his 158-year-old firm. He
passed on a number of decent
chances to sell Lehman before it
tipped into bankruptcy protection.
And he pushed the firm into real es-
tate as the boom was reaching a cli-
mactic end.

Prosecutors focusing on fraud
will surely key on Lehman’s treat-
ment of its real-estate portfolio. Leh-
man was marking its $32.6 billion in
commercial property as much as
35% higher than other holders. In
the final hours before its collapse,
Lehman executives told investors
the firm’s financial position was
strong, even as they debated raising
fresh capital to absorb losses.

Eventually, a jury may decide
whether any of this was illegal. But
they won’t be easy decisions. Con-
sider, for instance, that investors to-
day hold a range of valuations for
privately held casino operator Har-
rah’s Entertainment Inc. These val-
ues range from 75% to 25% of the
company’s $17.3 billion initial pur-

chase price. Now multiply such judg-
ment calls across Wall Street, where
valuations on whole classes of in-
vestments have been askew since
the credit crisis took hold some 15
months ago.

“These are necessarily going to be
very close cases,” said University of Il-
linois law professor Larry Ribstein, a
critic of some Enron prosecutions.
Should Mr. Fuld “err on the side of
panic, or state the risk pessimistically,
he’s got a full-scale bank run. If he gets
optimistic, it’s bordering on fraud.”

If anything, Mr. Fuld’s optimism
neatly mirrors a similar attitude in
Congress in the preceding five
years. The House Financial Services
Committee held 56 hearings in
2006, on everything from flood in-
surance to transparency in financial
reporting. None touched directly on
the issues that have brought the U.S.
and world economies to their knees.

Securities and Exchange Com-
mission Chairman Christopher Cox
came before that committee in Sep-
tember 2006, just as the credit bub-
ble was reaching its peak. In a ses-
sion celebrating signature legisla-
tion of the post-Enron era, the Sar-
banes-Oxley Act, Mr. Cox mused,
“We have come a long way since
2002. Investor confidence has recov-
ered. There is greater corporate ac-
countability. Financial reporting is
more reliable and transparent.”

Now, Mr. Ribstein said, “we need
to figure out root causes and get at
them. We could go through all this
and have no assurance the same
thing won’t happen again.”

Email dennis.berman@wsj.com
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By Ross Kelly

SYDNEY—Queensland Gas Co.
endorsed a 5.6 billion Australian
dollar (US$3.38 billion) takeover
offer from U.K. joint-venture part-
ner BG Group PLC, saying turmoil
in world financial markets contrib-
uted to its decision.

The deal is the latest in a series
of transactions in Australia’s coal-
seam-gas, or CSG, sector, which is
attracting multinational energy
companies keen to liquefy CSG for
export to Asian utilities.

BG’s offer of A$5.75 cash for
each Queensland Gas share is
lower than the stock’s record close
of A$6.22 set in May, but repre-
sents an 80% premium to its close

of A$3.20 last Thursday.
In explaining why Queensland

Gas had accepted BG’s bid, Manag-
ing Director Richard Cottee said
spiraling corporate funding costs
due to the global credit crunch had
increased the company’s weighted
average cost of capital, or WACC.

“Clearly the world has changed
in the last eight weeks and it is im-
portant in capitalism to adapt to
those changes,” he said during a
conference call. “Our WACC got
whacked…an 80% premium is
none too shabby in this market.”

The stock rose to the offer
price Tuesday, indicating inves-
tors don’t expect a rival bid.

BG took a 9.9% stake in Queens-
land Gas in February before it

failed in a A$13.8 billion attempt
to buy Origin Energy Ltd. That of-
fer was trumped by ConocoPhil-
lips’ US$8 billion offer for half of
Origin’s CSG assets.

Wilson Asset Management en-
ergy analyst Andrew Pedler said
BG’s offer was reasonable, given
the commercial environment.

“Come 2013/14, QGC would’ve
had to have acquired a reasonable
amount of debt” to fund the devel-
opment of its gas assets, he said.

Queensland Gas’s largest share-
holder, AGL Energy Ltd., said Tues-
day that it has agreed to sell its
22% stake at the A$5.75 offer price
for A$1.18 billion, bringing total ac-
ceptances for BG’s bid to about
46%.
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T
HE SYRIAN govern-
ment ordered an Ameri-
can school and a U.S.

cultural center in Damascus
closed in response to a
deadly U.S. attack on a vil-
lage near the Iraq border, the
state-run news agency said.

U.S. officials said the raid
killed a top operative of al
Qaeda in Iraq who—accord-
ing to intelligence—was
about to conduct an attack in

Iraq. Syria and the Iraqi government criticized the
raid, and Syria denied Tuesday the attack had tar-
geted an al Qaeda operative.

“What they [the U.S.] are saying is just unjusti-
fied. I deny it totally,” Syrian Foreign Minister
Walid al-Moallem said.

American school, center
are ordered to close

S
LOVAKIA’S cen-
tral bank cut its
key interest rate

by half a percentage
point to bring its mon-
etary policy in line
with the European
Central Bank ahead of
Slovakia’s adoption of
the euro in January.

The central bank lowered its key two-week repur-
chase agreement rate to 3.75%. While the change
was expected before year end, the timing of Tues-
day’s move surprised markets. Because of Slovakia’s
relatively high inflation rate compared with that of
the euro zone, analysts had largely expected the cen-
tral bank to wait until year end before adjusting its
monetary policy. The board voted unanimously in
favor of the change, the bank said. —Sean Carney
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T
HE European Bank for
Reconstruction and De-
velopment will start in-

vesting in Turkey, after its
government shareholders ap-
proved the move. The bank,
which was set up to help
former Soviet nations become
market economies, is likely to
invest around Œ150 million in
Turkey next year, and roughly
Œ300 million in 2010, Presi-
dent Thomas Mirow said.

The bank plans to focus its lending on three ar-
eas in Turkey: providing loans to small cities to
help improve their infrastructure; investing in
small- and midsize companies based outside the big
cities; and agribusiness, particularly improving the
supply chain.  —By Paul Hannon

Russia and China reach oil deal

Overlooked measures hold clues on recovery
Economists watch
South Korean index,
weekly jobless claims

Central bank lowers rate
before joining euro zone
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By Justin Lahart

And Kelly Evans

AMID THE GLOBAL financial tu-
mult, economists are strug-
gling to gauge how deep the

U.S. downturn will be. While stan-
dard measures such as gross domes-
tic product and monthly payroll fig-
ures give snapshots of what has hap-
pened, those indicators say less
about what will happen next. Econo-
mists are turning to other, less-obvi-
ous measures such as home-vacancy
rates and foreign stock markets for
clues to when the economy will turn
the corner.

The current downturn is shaping
up to be worse than the recessions
of 1990-91 and 2001. Banks are cut-
ting back on lending, consumers are
spending less, companies are shed-
ding jobs amid sinking profits, and
the housing bust that triggered the
slide persists. Here is a look at five
areas that economists are watching
and what indicators they are track-
ing.

Banks

The U.S. government’s plan to in-
ject $250 billion into financial insti-
tutions as well as its guarantees on
loans between banks eased some of
the stress ripping through credit
markets.

In a sign that banks have become
less wary of lending to one another,
the London interbank offered rate, a
benchmark interest rate for many
dollar loans, has fallen over the past
two weeks. It still is historically high
relative to the U.S. Federal Reserve’s
target rate, however. Continued de-
clines in Libor will be an important
sign that the credit crunch is easing.

While lower interbank rates are
an important precondition for a re-
covery in lending markets, they
won’t automatically lead to a lend-
ing revival. “It doesn’t matter
whether a bank will lend to a bank,”
said Northern Trust economist Paul
Kasriel. “It’s whether a bank will
lend to Joe the plumber.”

Banksarecautiousaboutlending,
in part because they have been hurt
badlyinthehousingdownturnandfi-
nancial-market turmoil, but also be-
cause lending is riskier during a
downturn.IntheFed’sJulyquarterly
survey of senior loan officers, a large
percentage of banks reported that
they had tightened lending stan-
dards. One early sign the economy is
on the road to recovery, according to
Mr. Kasriel, will be when more banks
are easing lending standards than
tightening them.

Homes

Thehousingmarketwillplayama-
jor role in any easing of lending stan-
dards. As long as home prices con-
tinue to fall, more homeowners will
find themselves owing more on their
mortgages than their homes are
worth. That sets the stage for more
mortgagesgoingsourandcontinued
caution among lenders. Through
this year’s second quarter, the S&P
Case-Shiller national index of home
prices was 18% below its 2006 peak.

The key to how much further
home prices fall, Goldman econo-
mist Jan Hatzius said, is how fast
the glut of empty homes is ab-
sorbed.

At the beginning of 2005, 1.8% of
nonrental homes were empty and
waiting to be sold. The Census Bu-
reau reported Tuesday a 2008 third-

quarter vacancy rate of 2.8%—even
with the second quarter and just
shy of the first quarter’s 2.9%. With
many homes on the market, sellers
are lowering prices to attract buy-
ers.

“If you see excess supply coming
down, Economics 101 says that
house prices will eventually stabi-
lize,” Mr. Hatzius said.

Consumers

Worries about the economy

have skittish consumers tightening
their purse strings. Consumer
spending drives more than two-
thirds of U.S. growth and hasn’t de-
clined on a quarterly basis since late
1991. That nearly two-decade spurt
of spending growth likely ended dur-
ing the July-through-September pe-
riod, economists predict, dragging
economic growth down with it.

A widely followed index of con-
sumer expectations, part of the
monthly consumer-sentiment re-
port from Reuters and the Univer-
sity of Michigan, could offer clues to
where spending is headed. After hit-
ting its lowest level in nearly 30
years in June, the gauge had begun
to improve as oil and gas prices fell
from their record highs. But that im-
provement was wiped out this
month as financial and economic
conditions worsened.

One sign of improving attitudes
among consumers will be their will-
ingness to buy big-ticket items such
as cars, furniture, appliances and
electronics.

Jobs

Americans probably won’t be in-
clinedtomakesuchcommitmentsun-
tilthey see improvement in the labor
market. The payroll figures and un-
employment rate from the monthly
employment report are lagging indi-
cators, showing changes in the jobs
environment long after the fact.

Many economists more closely
monitor the Labor Department’s
weekly report on initial unemploy-
ment insurance claims, which mea-
sures the number of people filing for
new unemployment benefits. A rule
of thumb says that when claims stay
above 400,000, the economy is slip-
pingintorecession.Thatstartedhap-
pening in July. The latest weekly
claims figure is 478,000.

Stocks

Companies play the major role in
the jobs outlook: If they are worried
about losses, they are more likely to
pare the work force than hire. The
stock market, for all its imperfec-
tions, is one of the best indicators of
corporate health. Millions of inves-
tors are devoted to figuring out
where profits are headed, and their
opinions get reflected in prices.

But at a time when companies’
healthishighlydependentontheglo-
bal economic environment, watch-
ing the Dow Jones Industrial Aver-
agemaynotgive thebestreading.In-
stead, Merrill Lynch strategist Rich-
ard Bernstein tracks the Korea Com-
posite Stock Price index, better
known as the Kospi. South Korean
companies are export-oriented,
which makes them highly sensitive
to global profit growth. The Kospi
topped out a year ago. Tuesday, it
was 52% below that level.

7
SLOVAKIA

7
SYRIA

7
TURKEY

A nearly two-decade spurt of consumer-spending growth in the U.S. likely ended
during the period from July to September, economists say.

ECONOMY & POLITICS

In a policy shift, EBRD
plans investment program
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By Andrew Osborn

MOSCOW—A top Russian en-
ergy official said China will provide
Russian oil firms with “consider-
able” loans in return for increased
oil supplies as Moscow and Beijing
agreed on details of a new pipeline
linking the two countries.

Deputy Prime Minister Igor
Sechin didn’t say how much money
China would be willing to lend, add-
ing that the amount would depend on
future oil supply contracts between
Russian oil and pipeline companies
OAO Rosneft and OAO Transneft, and
Chinese energy giant CNPC Sinopec.

Such a loan would be timely for

oil-major Rosneft, which finds itself
heavily indebted at a time when the
global credit markets are all but
shut. It has already faced at least
one margin call from creditors.

Any oil-for-credit deal would
also help Russia further diversify its
customer base for oil exports. Speak-
ing during a visit to Moscow by Chi-
nese Premier Wen Jiabao, Mr.
Sechin told reporters that Russia
was looking for new markets. “We
need to seek a replacement for
those markets which have stabi-
lized or where consumption has
fallen off,” Russian news agency In-
terfax quoted him as saying.

Some media have reported that

the loans could be as high as $25 bil-
lion. Spokesmen for both Rosneft
and Transneft declined to comment
on that figure.

Tuesday also saw a deal signed
between Transneft and CNPC to
build a pipeline spur that would link
the two countries’ trunk pipelines.
A Transneft spokesman said the two
sides had agreed on “who would
build which section” but that con-
struction and entry-into-service
deadlines remained unsettled.

The pipeline is expected to be
completed by the end of 2009 at the
earliest. It will carry around
300,000 barrels of Siberian oil a day
to China.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 10/27 USD 7.72 –46.6 –49.2 –24.4
Am Blend Portfolio I US EQ LUX 10/27 USD 9.00 –46.3 –48.8 –23.8
Am Growth A US EQ LUX 10/27 USD 20.01 –43.9 –45.1 –19.1
Am Growth B US EQ LUX 10/27 USD 17.02 –44.4 –45.7 –19.9
Am Growth I US EQ LUX 10/27 USD 21.97 –43.6 –44.7 –18.5
Am Income A US BD LUX 10/27 USD 6.64 –19.4 –18.7 –7.1
Am Income A2 US BD LUX 10/27 USD 13.89 –19.1 –18.7 –7.2
Am Income B US BD LUX 10/27 USD 6.64 –19.8 –19.3 –7.8

Am Income B2 US BD LUX 10/27 USD 12.07 –19.6 –19.3 –7.8
Am Income I US BD LUX 10/27 USD 6.64 –19.0 –18.2 –6.6
Am Value A US EQ LUX 10/27 USD 6.37 –45.2 –47.1 –24.2
Am Value B US EQ LUX 10/27 USD 5.93 –45.7 –47.7 –25.0
Am Value I US EQ LUX 10/27 USD 6.79 –44.9 –46.7 –23.6
Asian Technology A OT EQ LUX 10/27 USD 7.97 –50.3 –55.1 –28.7
Asian Technology B OT EQ LUX 10/27 USD 7.06 –50.7 –55.5 –29.4
Asian Technology I OT EQ LUX 10/27 USD 8.81 –50.0 –54.7 –28.1
Emg Mkts Debt A GL BD LUX 10/27 USD 9.63 –35.1 –34.9 –15.2
Emg Mkts Debt A2 GL BD LUX 10/27 USD 11.31 –34.8 –34.9 –15.2
Emg Mkts Debt B GL BD LUX 10/27 USD 9.63 –35.6 –35.5 –16.1
Emg Mkts Debt B2 GL BD LUX 10/27 USD 11.02 –35.3 –35.5 –16.1
Emg Mkts Debt I GL BD LUX 10/27 USD 9.63 –34.8 –34.5 –14.8
Emg Mkts Growth A GL EQ LUX 10/27 USD 16.42 –64.5 –66.6 –27.2
Emg Mkts Growth B GL EQ LUX 10/27 USD 14.08 –64.8 –66.9 –27.9
Emg Mkts Growth I GL EQ LUX 10/27 USD 18.03 –64.3 –66.3 –26.6
Eur Blend A EU EQ LUX 10/27 EUR 8.82 –49.9 –53.6 –28.3
Eur Blend I EU EQ LUX 10/27 EUR 8.99 –49.6 –53.2 –27.7
Eur Growth A EU EQ LUX 10/27 EUR 5.49 –47.3 –50.5 –24.5
Eur Growth B EU EQ LUX 10/27 EUR 4.99 –47.7 –51.1 –25.3
Eur Growth I EU EQ LUX 10/27 EUR 5.93 –46.9 –50.2 –23.9
Eur Income A EU BD LUX 10/27 EUR 5.35 –20.0 –21.4 –11.1
Eur Income A2 EU BD LUX 10/27 EUR 9.57 –19.8 –21.4 –11.2
Eur Income B EU BD LUX 10/27 EUR 5.35 –20.5 –22.0 –11.8
Eur Income B2 EU BD LUX 10/27 EUR 8.98 –20.2 –21.9 –11.8
Eur Income I EU BD LUX 10/27 EUR 5.35 –19.7 –21.0 –10.6
Eur Strat Value A EU EQ LUX 10/27 EUR 6.60 –52.8 –56.8 NS
Eur Strat Value I EU EQ LUX 10/27 EUR 6.69 –52.4 –56.4 NS
Eur Value A EU EQ LUX 10/27 EUR 6.75 –51.4 –55.3 –30.1

Eur Value B EU EQ LUX 10/27 EUR 6.29 –51.8 –55.7 –30.8
Eur Value I EU EQ LUX 10/27 EUR 7.73 –51.1 –54.9 –29.5
Gl Balanced (Euro) A EU BA LUX 10/27 USD 11.34 –46.7 –47.9 NS
Gl Balanced (Euro) B EU BA LUX 10/27 USD 11.18 –47.1 –48.4 NS
Gl Balanced (Euro) C EU BA LUX 10/27 USD 11.29 –46.8 –48.1 NS
Gl Balanced (Euro) I EU BA LUX 10/27 USD 11.46 –46.3 –47.5 NS
Gl Balanced A US BA LUX 10/27 USD 12.40 –40.1 –42.1 –19.0
Gl Balanced B US BA LUX 10/27 USD 11.93 –40.6 –42.6 –19.8
Gl Balanced I US BA LUX 10/27 USD 12.75 –39.8 –41.7 –18.5
Gl Bond A US BD LUX 10/27 USD 8.27 –7.6 –7.0 –0.7
Gl Bond A2 US BD LUX 10/27 USD 13.63 –7.3 –7.0 –0.7
Gl Bond B US BD LUX 10/27 USD 8.27 –8.3 –7.9 –1.7
Gl Bond B2 US BD LUX 10/27 USD 12.08 –8.0 –7.9 –1.7
Gl Bond I US BD LUX 10/27 USD 8.27 –7.2 –6.4 –0.1
Gl Conservative A US BA LUX 10/27 USD 12.71 –24.2 –25.2 –9.9
Gl Conservative A2 US BA LUX 10/27 USD 13.97 –24.2 –25.2 –9.9
Gl Conservative B US BA LUX 10/27 USD 12.70 –24.8 –25.9 –10.7
Gl Conservative B2 US BA LUX 10/27 USD 13.44 –24.7 –25.9 –10.7
Gl Conservative I US BA LUX 10/27 USD 12.73 –23.7 –24.6 –9.3
Gl Eq Blend A GL EQ LUX 10/27 USD 8.17 –56.5 –58.9 –30.2
Gl Eq Blend B GL EQ LUX 10/27 USD 7.76 –56.8 –59.3 –30.9
Gl Eq Blend I GL EQ LUX 10/27 USD 8.53 –56.2 –58.6 –29.7
Gl Growth A GL EQ LUX 10/27 USD 30.01 –56.6 –57.9 –28.7
Gl Growth B GL EQ LUX 10/27 USD 25.35 –56.9 –58.3 –29.4
Gl Growth I GL EQ LUX 10/27 USD 33.00 –56.3 –57.6 –28.1
Gl High Yield A US BD LUX 10/27 USD 2.94 –34.9 –35.5 –15.3
Gl High Yield A2 US BD LUX 10/27 USD 5.58 –34.5 –35.5 –15.3
Gl High Yield B US BD LUX 10/27 USD 2.94 –35.4 –36.1 –16.2
Gl High Yield B2 US BD LUX 10/27 USD 9.07 –35.1 –36.2 –16.2

Gl High Yield I US BD LUX 10/27 USD 2.94 –34.6 –35.1 –14.9
Gl Value A GL EQ LUX 10/27 USD 7.63 –56.4 –59.9 –31.8
Gl Value B GL EQ LUX 10/27 USD 7.09 –56.8 –60.3 –32.5
Gl Value I GL EQ LUX 10/27 USD 8.04 –56.2 –59.6 –31.3
India Growth A EA EQ LUX 10/24 USD 51.01 –63.0 –55.3 –15.4
India Growth B EA EQ LUX 10/24 USD 44.11 –63.3 –55.7 –16.3
India Growth I EA EQ LUX 10/24 USD 52.61 –63.0 –55.2 –15.2
Int'l Health Care A OT EQ LUX 10/27 USD 108.80 –33.7 –34.6 –16.3
Int'l Health Care B OT EQ LUX 10/27 USD 92.86 –34.2 –35.2 –17.1
Int'l Health Care I OT EQ LUX 10/27 USD 117.76 –33.2 –34.1 –15.6
Int'l Technology A OT EQ LUX 10/27 USD 70.71 –50.1 –52.4 –21.3
Int'l Technology B OT EQ LUX 10/27 USD 61.99 –50.6 –52.9 –22.1
Int'l Technology I OT EQ LUX 10/27 USD 78.54 –49.8 –52.1 –20.7
Japan Blend A JP EQ LUX 10/27 JPY 4687.00 –53.1 –57.7 –34.6
Japan Blend I JP EQ LUX 10/27 JPY 4778.00 –52.7 –57.3 –34.1
Japan Growth A JP EQ LUX 10/27 JPY 4954.00 –49.9 –55.1 –32.9
Japan Growth I JP EQ LUX 10/27 JPY 5050.00 –49.6 –54.7 –32.3
Japan Strat Value A JP EQ LUX 10/27 JPY 4420.00 –56.3 –60.4 –35.5
Japan Strat Value I JP EQ LUX 10/27 JPY 4494.00 –56.0 –60.1 –34.9
Real Estate Sec. A OT EQ LUX 10/27 USD 9.73 –51.3 –56.5 –34.6
Real Estate Sec. B OT EQ LUX 10/27 USD 9.00 –51.7 –56.9 –35.2
Real Estate Sec. I OT EQ LUX 10/27 USD 10.36 –50.9 –56.1 –34.1
Short Mat Dollar A US BD LUX 10/27 USD 7.25 –15.9 –17.1 –7.6
Short Mat Dollar A2 US BD LUX 10/27 USD 9.33 –15.6 –17.1 –7.6
Short Mat Dollar B US BD LUX 10/27 USD 7.25 –16.2 –17.5 –8.1
Short Mat Dollar B2 US BD LUX 10/27 USD 9.34 –15.9 –17.5 –8.0
Short Mat Dollar I US BD LUX 10/27 USD 7.25 –15.5 –16.6 –6.9

Please turn to next page

Source: Thomson Reuters

Hang Seng Index
Trading over past two days at
one-minute intervals.

INTRADAY SHARE TRADING

Tuesday’s close: 12596.29, up 14%
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NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com
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Euro Aggressive Balanced
Funds that have a mandate to balance equity and bond investments for Euro-based inves-
tors. The equity component does not exceed 75%. Ranked on % total return (dividends rein-
vested) in U.S. dollars for one year ending October 28, 2008

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

5 Luxembourg UBS Equity Fund EURiLuxembrg 6.92 5.81 17.40 NS
Placement Olympia P Acc Management Company S.A.

5 Assur Caisses d'Epargne EURiFrance –2.37 –0.13 8.43 8.92
Ecureuil Croissance A/I

NS Harewood Harewood Asset EURiFrance –0.18 –1.69 NS NS
Voltimum Acc Management

NS BL-Optinvest Banque de EURiLuxembrg –8.07 –6.83 NS NS
Euro Acc Luxembourg

3 Tomac IPConcept Fund EURiLuxembrg –4.83 –7.16 0.92 6.51
Offensiv Acc Management S.A.

4 Gal Dyn Acc Gaspal Gestion EURiFrance –10.46 –7.61 3.90 4.63
5 IXIS Arcade Natixis EURiFrance –9.87 –7.78 2.34 NS

6 Acc
4 HWB Victoria LRI Invest S.A. EURiLuxembrg –5.47 –8.74 17.60 13.54

Strategies Portfolio V Acc
4 CNP Assur CNP Assurances EURiFrance –10.60 –9.53 2.90 4.70

Performance A/I
4 Global Fund Global Fund EURiLuxembrg –13.32 –9.90 0.89 NS

Selection Alpenbond Acc Selection SICAV

Hong Kong rallies 14%
A volatile brew:
yen, short sellers
boost the Hang Seng

THE INTERNATIONAL INVESTOR

Pakistan downgraded again

For information about listing your funds, please contact: Peter Jennings, tel: +44-20-7842-9674; email: peter.jennings@dowjones.com or Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com

A 14% rally in Hong Kong
sparked a market turnaround
throughout much of Asia, though it
left unanswered whether the worst
is over for investors.

Japan’s market jumped 6.4% as
the yen eased against the euro and

the dollar, giving exporters a break.
Japan also implemented restric-
tions on naked short selling a week
earlier than planned.

But market watchers also
pointed to volatility during the day

and short sellers
buying back stock,
phenomena that
suggest the mar-
kets still could see

wide swings. “Given the trading
mentality within Asia, the key ques-
tion remains how long this change
in sentiment will last,” said IG Mar-
kets dealing head Oliver Stevens.

Meanwhile, some emerging mar-
kets were still weak, with Indone-
sia’s index losing 4.7% and Malaysia
shedding 3.1%. “The concern is the
whole emerging-markets space is in
big trouble over the next 12
months,” said First NZ Capital strat-
egist Jason Wong.

The move followed regionwide
drops Friday and Monday that were
fueled by doubts about the slowing
world economy and the impact on
Asia’s exporters. Japan’s market
Monday fell to a 26-year low. Tues-

day’s rise in Hong Kong nearly ne-
gated Monday’s 13% drop. But mar-
kets remain well below levels of a
month ago. The Mumbai market
was closed for a holiday.

South Korea’s benchmark Kospi
index ended up 5.6%. Its stock mar-
ket halted program trading briefly
Tuesday after a sharp intraday rise.

Elsewhere, Singapore rose 4.1% af-
ter sitting out Monday’s drop across
Asia due to a holiday, and the Shang-
hai Composite Index rose 2.8%.

Hong Kong’s jump left the Hang
Seng index at 12596.29. Investors
piled money into financial stocks,
including index heavyweight HSBC
Holdings in what traders de-
scribed as a scramble for quality
blue chips.

Some analysts weren’t ready to
call a bottom, saying it was unclear
whether the index could hold above
12000 in the near term.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies briefly

dropped below 7000 in the morning
on weakness among major bank
stocks. But the index turned higher
in the afternoon and ended at
7621.92.

Market analysts pointed out that
public pension funds were buying
blue chips such as Toyota Motor,
which jumped 7.8%), and Honda Mo-
tor, which rose 14% despite report-
ing a fiscal second-quarter profit
drop as well as issuing a warning for
the year about the impact of a stron-
ger yen. A higher yen makes Japa-
nese-made goods more expensive in
other markets and reduces profit
from foreign operations.

Mitsubishi UFJ Financial Group,
which was down 15% midday on
news it plans to issue up to 990 bil-
lion yen ($10.58 billion) in common
and preferred stock to raise capital,
ended down 5.5%. Aozora Bank,
which announced a share buyback
of up to 20 billion yen before the
market opened, gained 7.6%.

The Tokyo Stock Exchange has
asked member brokers to stop ac-
cepting naked short-sell orders.
Short sellers borrow stocks and then
sell them, profiting if the price falls
when they buy back the securities.
Naked shorting removes the need to
first borrow the stock, which means
that larger volumes of shares can be
dumped on the market.

The Japanese government had
planned to ban naked short selling
from Nov. 4, but the recent plunge
in local share prices has caused
the rule to be introduced a week
early.

In Seoul, the Korea Composite
Stock Price Index, or Kospi, recov-
ered from intraday losses to end at
999.16. Domestic funds, in particu-
lar pension funds, continued to sup-
port the local stock market by pick-
ing up heavyweights, said Suh
Dong-Pill, an analyst at Hana Da-
etoo Securities.

China’s benchmark Shanghai
Composite Index ended at 1771.82.
Stocks fell early, but Asia’s rally
sparked buying amid speculation
the government might intervene to
help the market.

In Australia, skepticism of a
number of sectors offset a rally in
resources. The benchmark index
eased 0.4% to 3794.6. Miner BHP
Billiton rose 3.1% and rival Rio
Tinto rose 5.6%. National Austra-
lia Bank fell 4.3% and Suncorp-
Metway fell 5.7%.

Australia also unveiled new dis-
closure and reporting rules related
to short selling, which will take ef-
fect when a current ban on all types
of short selling expires Nov. 19.

Nomura posts third loss;
trading, financings hit

FUND SCORECARD
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By Rosalind Mathieson,
Amy Or and James Glynn

By Kazuhiro Shimamura

TOKYO—Nomura Holdings Inc.
reported a massive net loss in its fis-
cal second quarter, its third straight
quarter of red ink, as the global fi-
nancial crisis choked its proprietary
trading operations, suffocated cor-
porate financing and scared inves-
tors away from the market.

Japan’s largest securities house
by revenue said its net loss in the
three months ended September wid-
ened to 72.87 billion yen ($778.7 mil-
lion) from 11.71 billion yen a year
earlier.

The road to earnings recovery re-
mains foggy for Nomura, which con-
tinues to be at the mercy of the mis-
erable financial-market climate.

Although Nomura doesn’t re-
lease formal earnings outlooks, de-
velopments since the latest report-
ing period, such as the flight from fi-
nancial markets by investors and
the company’s purchase of Lehman
Brothers Holdings Inc.’s Asian-Pa-
cific operations and equities and in-
vestment-banking franchises in Eu-
rope, are almost certain to drag

down earnings for the fiscal year.
Results for the quarter don’t take

into account the $2 billion cost of tak-
ing over some of Lehman’s staff.

“The market environment will
be a big factor” in returning to prof-
itability, “but we will proceed
quickly to expand the wholesale op-
erations acquired from Lehman,”
Nomura Chief Financial Officer
Masafumi Nakada said.

Nomura’s revenue fell 21% to
84.89 billion yen during the quarter.

While Nomura has cleaned up its
exposure to slumping U.S. invest-
ments such as subprime loan prod-
ucts, new concerns have surfaced.

The firm said its positions in Ice-
land’s Kaupthing Bank hf total
about $425 million and their values,
though not finalized, have fallen
significantly.

Standard & Poor’s analyst Yuri
Yoshida said in a report that Nomu-
ra’s investment-banking and retail
operations may face “prolonged
stagnation.” She lowered her cut
her outlook for the long-term coun-
terparty credit rating on the group
to negative from stable.

By Ditas Lopez

SINGAPORE—Moody’s Inves-
tors Service lowered Pakistan’s sov-
ereign credit ratings by one notch,
citing delays in donors’ assistance
in the face of a continued erosion in
foreign reserves.

Moody’s, which now ranks Paki-
stan at B3, said the ratings remain
on review for a further downgrade.
The ratings action followed the com-
pany’s decision in September to
change the ratings outlook to nega-
tive from stable.

The latest move wasn’t a sur-

prise, despite expectations that Pa-
kistan and the International Mone-
tary Fund may wrap up an IMF aid
package for the South Asian nation
as early as next week.

Standard & Poor’s Ratings Ser-
vices this month cut Pakistan’s
credit ratings by two notches to tri-
ple-C-plus, also on concerns about
the country’s falling reserves.

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

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