
Three nations’ central banks
cut interest rates, including the
U.S. Fed, which pushed its
benchmark down to 1%. China
and Norway also made moves,
and several others are ex-
pected to follow in the days
ahead to try to stem the eco-
nomic downturn. Page 1

n The U.K. bailout plan, used
as a global model, is looking in-
creasingly expensive for the
British government. Page 2

n Hypo Real Estate became
the first publicly traded bank
to try to tap a German govern-
ment bailout package. Page 2

n Russia approved nearly $10
billion in loans, the largest to
Rusal, in a move to prevent for-
eign creditors from seizing Rus-
sian assets as collateral. Page 3

n European shares jumped on
hopes for another round of glo-
bal interest-rate cuts. U.S.
stocks remained volatile after
the Fed cut rates. Pages 19, 20

n VW shares fell 45% as Porsche
said it plans to sell up to 5% of
its options linked to the car
maker’s common shares. Page 6

n Royal Dutch Shell named
Chief Financial Officer Peter
Voser to succeed Jeroen van
der Veer as CEO in July. Page 32

n Italian Premier Berlusconi
said the government was pre-
pared to commit funds to help
the banking sector. Page 3

n GM’s third-quarter sales fell
11% as U.S. and Western Euro-
pean business slumped. Page 6

n China cut rates for the third
time in six weeks, intensifying
efforts to shore up confidence
as the global slowdown takes
an increasing toll. Page 12

n Lazard swung to a loss as it
took a charge related to its pur-
chase of the 23% of its asset-
management business it didn’t
already own. Page 21

n Branson’s desire to link up
his Virgin Atlantic airline with
BMI grew more ambitious as
Lufthansa agreed to take a con-
trolling BMI stake. Page 21

Democrats move to shape
Obama’s legislative agenda

Hungary’s deal
with the IMF
lifts markets

Central banks cut rates;
more trims on horizon
U.S., Norway, China
make latest moves
to battle credit crisis

Hungary’s $25 billion bailout
by the IMF, EU and World Bank
lifted many Eastern European
currencies and financial mar-
kets, as investors grew more
confident that emerging mar-
kets around Europe’s periphery
could avoid a financial melt-
down. But concerns remain
about the economic outlook in
Hungary and elsewhere. Page 1

n An earthquake struck in
southwestern Pakistan, killing
at least 170 people. The toll
could rise as rescuers dig for
survivors in a remote valley in
Baluchistan where the magni-
tude-6.4 quake struck. Page 9

n A wave of suicide bombings
killed over 20 people in north-
ern Somalia, as international
leaders held talks on ending de-
cades of turmoil in the nation.

n Congolese rebels reached
the outskirts of Goma and de-
clared a cease-fire, as more gov-
ernment soldiers retreated. The
EU sent an aid envoy. Page 9

n Syria hardened its stance
against the U.S., threatening to
cut off cooperation on Iraqi bor-
der security and demanding an
apology for a cross-border raid.
n Iraq said it wants a security
deal with the U.S. to include a
ban on American troops launch-
ing attacks across its borders.

n Pakistan demanded an end
to U.S. missile strikes on Islamic
militants along the Afghan bor-
der, the latest sign of rising ten-
sion between the allies. Page 9

n Students clashed in cities
across Italy as lawmakers ap-
proved changes to school policy.

n A Canadian man was found
guilty of ties to a group that
plotted to bomb British build-
ings and natural-gas lines.

n New polling suggests that
Obama’s lead against McCain is
narrowing in the battleground
states of Ohio and Florida, but
not in Pennsylvania. Page 9

n Beijing said it will organize
a third round of meetings with
the Dalai Lama. Page 12

n China issued a policy on cli-
mate change and said rich na-
tions should pay poorer coun-
tries for clean-up costs. Page 12

n Comedian Russell Brand re-
signed from his BBC radio
show over offensive voicemails.
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How low can it go?
Federal Reserve Chairman Ben Bernanke,
left, has brought down the U.S. target 
rate dramatically in the past year.
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Hungary’s $25 billion bailout by a
group of international organizations
led by the IMF lifted many Eastern Eu-
ropean currencies and financial mar-
kets on Wednesday, as investors
grew more confident that emerging
markets around Europe’s periphery
could avoid a financial meltdown.

Hungary is the first member of
the European Union or its predeces-

sors to need an International Mone-
tary Fund loan since the U.K. turned
to the Washington-based fund in
1976 amid a run on the pound. But
it’s unlikely to be the last, many
economists say.

Deep concerns remain about the
bleak economic outlook in Hungary
and elsewhere in Europe’s east. Hun-

Please turn to page 31

Editorial&Opinion

U.S. presidential candidate Barack Obama’s campaign and Democratic lawmakers
have begun plotting strategy to be prepared if the Illinois senator wins the election.

By Marcus Walker in Berlin
and Charles Forelle in Brussels

Central banks around the world
have unleashed a new assault on the
global economic downturn, with au-
thorities in the U.S., China and Nor-
way announcing interest-rate cuts
and several others lining up to fol-
low in the days ahead.

The U.S. Federal Reserve, al-
ready more than a year into a rate-

cutting campaign that has been
more aggressive than any other cen-
tral bank’s, pushed its benchmark
federal-funds rate down half a per-
centage point to 1%. It also signaled
that more rate cuts are a possibility,
noting that “downside risks to
growth remain.”

The Fed has now pushed rates
back to a low last reached more than
a year after the 2001 recession
ended, when slow growth and fears
of deflation, or widespread falling
consumer prices, preoccupied pol-
icy makers.

With the U.S. economy still dete-
riorating, lower rates and other ac-
tions by the Fed and other U.S. pol-
icy makers look like a strong possi-
bility. Should rates go even lower
now, they could hit levels not seen

Please turn to page 31

Bonus material
Banks must change their incen-
tive structures before govern-
ment does it for them. Page 14
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What’s News—
Business & Finance World-Wide

By Jon Hilsenrath, Joellen
Perry and Takeshi Takeuchi

Support group
The IMF is discussing assistance
with several countries.

n Oct. 22: Belarus requests 
assistance

n Oct. 22: Pakistan in talks; 
expected to come to terms on aid
package next week 

n Oct. 24: IMF pledges $2.1 billion
loan to Iceland 

n Oct. 26: Pledges $16.5 billion loan 
to Ukraine

n Oct. 28: Arranges $25.1 billion
coordinated loan package for 
Hungary
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A huge London mall opens
as U.K. economy slides
CORPORATE NEWS | PAGE 4

Polls suggest tightening in
U.S. battleground states
ECONOMY & POLITICS | PAGE 9

By Jonathan Weisman

U.S. Democrats inside Sen.
Barack Obama’s circle of advisers
and in Congress are jockeying even
before Tuesday’s election to shape
an Obama administration’s legisla-
tive agenda and define “Obamanom-
ics,” a concept he himself has left
vague over the campaign.

Sen. Obama has been able to win
support by convincing voters he
could simultaneously be a populist
and a fiscal disciplinarian, that he
could invest in education, energy
and health care and adhere to rules
that say additional spending must
be more than offset by cuts or tax in-
creases. He attacks greed and ex-
cess in Wall Street, yet reaches out
to assure financial leaders he is at-
tuned to markets.

But if Sen. Obama wins Tuesday
and Democrats expand their con-
gressional majority, the party in
power will quickly have to reconcile
these seeming contradictions into a
legislative strategy.

Sen. John McCain and his camp
are also looking toward the transi-
tion period and how he would gov-
ern with a hostile Congress. But with
Sen. Obama ahead in polls and Demo-
crats virtually assured control of the
Capitol, likely with expanded majori-
ties, the action is most intense on
that side of the aisle.

“It’s better to let things evolve
than to revolve. Revolutions are dan-
gerous,” cautioned Rep. James Cly-
burn of South Carolina, the House
Majority Whip, who advises a prag-

Please turn to page 31
Money & Investing > Page 19

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8990.96 -74.16 -0.82
Nasdaq 1657.21 +7.74 +0.47
DJ Stoxx 600 213.72 +14.28 +7.16
FTSE 100 4242.54+316.16 +8.05
DAX 4808.69 -14.76 -0.31
CAC 40 3402.57+287.65 +9.23

Euro $1.2860+0.0382 +3.06
Nymex crude $67.50 +4.77 +7.60
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After spending big to
rescue their banks, govern-
ments shouldn’t make the
mistake of also spending
big to rescue other sectors.
But pressure is building.

Autos are in the lead
here. European govern-
ments want to help their
car makers with R&D aid,
following the U.S. example.

A handful of major Rus-
sian retailers are getting
about $2 billion of govern-
ment credit to replace the
bank credit that has dried
up. Though the rates are

high enough to ensure it
isn’t a hidden subsidy, it is
an idea that could catch on.

What about makers of
kitchen equipment? Italy is
mulling a package that
would include incentives
for people to buy domestic
appliances and thus help
Italian manufacturer In-
desit, Europe’s second larg-
est company in the sector.
And it is only a matter of
time before an airline asks
for help.

Industries asking for
help reasons to be hopeful.

Governments and EU au-
thorities have loosened
rules on state aid and anti-
trust to help the banks.
Why not others?

But once one company
in a sector gets help, its ri-
vals will want it, too.

So governments should
put their hands over their
ears. Companies shouldn’t
be shielded if they have
overborrowed, overin-
vested or are making
things that people don’t
want to buy.
 —Gren Manuel

Inverse relationships
rarely get as extreme as
Volkswagen’s soaring share
price and the plummeting
reputation of Germany’s fi-
nancial-market authorities.

The argument from the
authorities and Porsche
that nobody has broken any
rules during the past week’s
maneuverings won’t wash.
That isn’t just because Por-
sche’s stalking of VW
briefly made the auto
maker the world’s most
valuable company earlier
this week despite the slump
in the European auto indus-
try.

Porsche has built up its
stake in VW using options
it doesn’t have to declare
publicly and has sent con-
fusing signals as to how
much of the company it
wants to own. Its sudden de-
cision to publicly declare a
much larger stake than ex-
pected has distorted Germa-
ny’s stock market—VW is a
component of the bench-
mark DAX 30 index—in the
middle of the world’s most
severe financial crisis since
the 1920s.

The repercussions may
be significant. Any major
losses suffered by hedge

funds, which have to cover
short positions in VW at ex-
orbitant prices, could enfee-
ble counterparty banks, al-
ready hard hit by the credit
crunch. Sniggering over the
irony of hedge funds’ calls
for more, rather than less,
regulation would then
prove short-lived.

It is hard to square this
with the orderly functioning
of Germany’s financial mar-
kets, for which Deutsche
Börse and Bafin, the watch-
dog, are responsible. Deut-
sche Börse’s reweighting of
the DAX index to limit VW’s
contribution to 10% is too
little, too late.

Porsche’s move to sell
back up to 5% of VW to im-

prove liquidity in VW stock
is a tacit admission it is in-
directly to blame for the
short squeeze. VW’s shares
nearly halved in value
Wednesday to Œ517
($656.54) but are still trad-
ing at more than double Fri-
day’s closing price. Bafin re-
mains missing in action.

The legislative process
for closing the loophole
that has allowed compa-
nies in Germany to mount
hostile takeovers by stealth
is under way. The bigger
challenge of protecting in-
vestors’ interests through
timely and judicious over-
sight of the stock market
remains.
 —Molly Neal

Shell ends speculation, taps CFO as chief
Peter Voser takes helm
after helping restore
company’s reputation

Europe should ignore more aid requests

Sarkozy still needs to prove policy skills

Germany sets economy-boosting measures

Since the start of the fi-
nancial crisis, France’s hyper-
active president, Nicolas
Sarkozy, has come into his
own, raising his standing
abroad and reviving his low
poll ratings at home. But Mr.
Sarkozy is yet to demon-
strate he is as good a policy
maker as he is a crisis man-
ager and deal broker.

Mr. Sarkozy has helped
marshal Europeans into a
partially coordinated bailout
of the region’s banks and led
calls to re-examine the way
developed economies are
run. Along with British

Prime Minister Gordon
Brown, he has badgered U.S.
President George W. Bush
into hosting a summit of
G-20 nations to address the
issue next month.

But he already has frit-
tered away some of his inter-
national kudos with protec-
tionist talk of defending
French companies from for-
eign predators even as
French multinationals con-
tinue to gobble up foreign as-
sets.

At home, Mr. Sarkozy the
reformer is giving yet more
ground to Mr. Sarkozy the

interventionist. As well as
plans to inject government
money into France’s auto in-
dustry, a move to use taxpay-
ers’ money to finance
100,000 jobs is taken straight
out of the opposition Social-
ist Party’s playbook.

With France verging on a
recession, the price of pro-
tecting jobs and industry to-
day could prolong a deficit-fi-
nanced economic model that
for the past two decades has
led to high unemployment
and growth-sapping levels of
taxation.
 —Geraldine Amiel

By Guy Chazan

LONDON—Royal Dutch Shell
PLC named Chief Financial Officer
Peter Voser as its new boss, re-
warding a man who helped restore
the Anglo-Dutch company’s bat-
tered reputation with investors af-
ter an accounting scandal in 2004.

Mr. Voser, a Swiss citizen, will
succeed Dutchman Jeroen van der
Veer, 61 years old, who retires as
chief executive next summer.

The battle for the succession at
Shell was long thought to be a
three-horse race between Mr.
Voser, 50, Malcolm Brinded, the
company’s head of exploration
and production, and Linda Cook,

the American head of its gas and
power business.

Mr. Voser was a more familiar
face than the other two, regularly
presenting earnings results to ana-
lysts and journalists
where he often had to han-
dle questions on touchy
subjects like the violence
that plagues Shell’s Nige-
ria operations. He is seen
as an effective communi-
cator and is well-liked by
investors.

“Peter has the experi-
ence, qualities and per-
sonal leadership to drive
Shell forward, building
on the strong position es-
tablished by Jeroen van der Veer,”
Shell Chairman Jorma Ollila said
in a statement.

The market cheered the an-
nouncement, with Shell’s Class A
shares closing up 9% at 1,669
pence ($26.27) in London. “He’s

steadied the ship at Shell and is
seen as a safe pair of hands,” said
Mark Lacey, a fund manager and
equity analyst at Investec Asset
Management in London.

Mr. Voser will head a
company that has worked
hard to win back the inves-
tor confidence damaged by
the accounting scandal of
2004, when it emerged
that Shell had overstated
its oil reserves, a crucial in-
vestor measure of an oil
company. Later that year it
carried out a sweeping re-
structuring, merging its
British and Dutch parents
under a U.S.-style chief ex-

ecutive and a single board head-
quartered in The Hague.

Mr. van der Veer presided over
the overhaul, which modernized
and streamlined the company, and
Mr. Voser was a key member of his
management team.

Shell still faces huge chal-
lenges. With oil-rich nations claw-
ing back control of their natural re-
sources and shutting out foreign
investors, it has become increas-
ingly hard for big oil companies
like Shell to boost production and
reserves. Meanwhile, militant and
criminal violence in Nigeria has
badly impacted its operations
there. Shell’s global output has
fallen in each of the past five
years. The company will report
third-quarter results Thursday.

Analysts said they didn’t expect
Mr. Voser to change strategy at
Shell, which has long been focused
on a new generation of “legacy” as-
sets in such places as Canada’s oil
sands and Russia’s remote island
of Sakhalin. Many of its big new
projects have been in the pipeline
for years and aren’t due to enter
production until the next decade.

Mr. Voser received a degree in
business administration from the
University of Applied Sciences in
Zurich in 1982 and joined Shell the
same year, working for the com-
pany in Switzerland, Argentina,
Chile and the U.K. In March 2002
he began a two-year stint as chief
financial officer at technology
firm Asea Brown Boveri Ltd., mov-
ing back to Shell as CFO in 2004.
In 2005, he was appointed to the
board of Swiss bank UBS AG.

A spokesman for UBS said Mr.
Voser’s promotion at Shell isn’t ex-
pected to affect his board seat at
the bank. He will be involved in a
major restructuring at the bank,
which has suffered heavy losses
from exposure to U.S. subprime
mortgages. He was also closely in-
volved in negotiations this year
with activist UBS shareholder Oli-

vant Advisers, which was calling
for big changes at the beleaguered
bank.

 —Katharina Bart in Zurich
contributed to this article.

Snoozing at the switch

Peter Voser

Unhinged 
Day-to-day percentage change in Volkswagen’s
share price and Germany’s DAX 30 index 

Source: Thomson Reuters Datastream
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By Andrea Thomas

BERLIN—German Chancellor An-
gela Merkel said her government
will adopt measures to boost the
economy in the face of a looming
slowdown. But she spoke out
against a fiscal-stimulus package
funded through tax cuts or higher
public debt.

Speaking at an event hosted by
Germany’s exporters’ association,
Ms. Merkel said the current financial
crisis goes hand in hand with a cool-
ing down of the world economy, and

that the recent half-percentage-
point interest rate cut by the Euro-
pean Central Bank has been “helpful”
in dealing with the current situation.

She said her cabinet would ap-
prove measures to support the econ-
omy next week that are “very spe-
cific, courageous and most of all sus-
tainable.” But she said “debt-funded
economic growth plans would be the
wrong way” to support German busi-
nesses, adding: “A short-lived flash
in the pan won’t help the economy.”

Several proposals for specific
growth stimulus packages have

been made so far. They include
plans to cut car taxes and extending
the maximum period for paying wel-
fare benefits to workers who work
short hours, as well as greater state
funding for infrastructure projects.

Commenting on the planned
world financial summit of the lead-
ing economies in Washington mid-
November, Ms. Merkel said the
meeting must kick-start negotia-
tions aimed at an overhaul of the glo-
bal financial system. “Europe will
play a very much leading and also de-
manding role,” Ms. Merkel said.
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By Ulrike Dauer

and William Launder

FRANKFURT—German lender
Hypo Real Estate Holding AG ap-
plied for a guarantee for a Œ15 billion
($19 billion) credit line, becoming
the first publicly traded bank to seek
to take advantage of a government
rescue package, and indicated it
might also ask for a capital injection.

The bank said Wednesday that it
asked the government to guarantee
a short-term liquidity line provided
by the German central bank, to tide it
over it until a previously arranged
Œ50 billion rescue package becomes
available in mid-November.

Hypo RE also said it will request
“additional comprehensive sup-
port, including potential capitaliza-
tion measures” from the Œ500 bil-
lion rescue fund, to provide for its
“medium-term repositioning.” The
bank didn’t elaborate on what the
measures could include.

Hypo RE is Germany’s first pub-
licly traded bank to say it will tap the
government’s rescue fund. State-
controlled Bayerische Landesbank
had said it would seek Œ5.4 billion in
aid from the fund and Westdeutsche
Landesbank, also state-controlled,
has signaled it also plans to use the
fund. Management at HSH Nord-
bank, a third state lender, has also
decided that it will tap the fund, but
it is unclear whether it will require
only guarantees, or capital, too.

A spokesman for the German gov-
ernment’s bailout fund said Wednes-
day that it had received an applica-
tion for a guarantee from Hypo RE.
Spokesmen for the rescue fund and
Hypo RE declined to comment on
the terms of the guarantee.

Analysts said they were sur-
prised by the early timing of Hypo
RE’s guarantee request, which marks
the third time in recent weeks that
the bank has gone to the government
for assistance.

—Rüdiger Schoss
and Andrea Thomas

contributed to this article.

FINANCIAL CRISIS & REPAIR

Hypo RE stakes
an early claim
on German aid

By Sara Schaefer Muñoz

And Alistair MacDonald

LONDON—The U.K. financial-sec-
tor bailout plan, used as a model
around the world, is looking increas-
ingly expensive for the government
that launched it.

As HBOS PLC and Royal Bank of
Scotland Group PLC prepare to is-
sue new shares in a capital-raising
effort underwritten by the govern-
ment, the latest bout of market tur-
moil has sent the banks’ share
prices below the level at which they
plan to sell them. That means pri-
vate investors could be less likely to
participate, potentially forcing the
government to pony up the full
£23.5 billion ($37.4 billion) required
to buy the stakes of ordinary shares
in the two banks. At Wednesday’s
prices, that would leave the govern-
ment sitting on an immediate loss of
as much as £2.3 billion. The govern-
ment has committed a total of £37
billion to buy ordinary and pre-
ferred shares to raise banks’ capital.

The potential added cost comes
as the government already faces in-
tense pressure about its finances.
On Wednesday evening, U.K. Trea-
sury chief Alistair Darling effec-
tively dumped the self-imposed
rules that have limited the British
government’s borrowing and spend-
ing, setting the stage for the govern-
ment to borrow more during the eco-

nomic slowdown. He said that as the
country heads into recession, it
would be “perverse” to stick rigidly
to its so-called golden rules, which
call for balancing the books over a
single economic cycle.

Almost 25% of the country’s cor-
porate tax revenues are generated
by the financial-services sector,
which has been hit hard by the
credit crunch, he added.

On Thursday, Mr. Darling will
meet with the U.K.’s largest banks
and with representatives of small
and midsize enterprises. They will
discuss £4 billion in credit that the Eu-
ropean Investment Bank will provide
banks to then lend out to such busi-
nesses. The government, which has
pushed commitments for banks to

lend to small businesses into the bail-
out plan, wants to ensure as many
banks as possible will participate in
the plan, and that the “funding is
more flexible and easier to access
than in the past,” Mr. Darling said.

Under its ambitious plan to
shore up the finances of the banking
sector, the government aims to in-
ject capital into the country’s big-
gest banks alongside private inves-
tors. Lloyds TSB Group PLC, in
which the government plans to take
a stake, aims to raise £4.5 billion in
the private sector, and its offer price
of 173.3 pence a share is still a dis-
count for investors compared with
its Wednesday close of 179.2.

At RBS and HBOS, the outlook is
more complicated. HBOS’s shares

closed Wednesday at 88 pence, well
below 113.6, the price at which the
government said it would buy them.
A spokesman for HBOS said the bank
doesn’t yet have an immediate time-
table for its £8.5 billion share sale.

Shares of RBS, which is expected
to unveil a prospectus for its £15 bil-
lion capital-raising efforts in the
next few days, closed at 64 pence, be-
low its offer price of 65.5.

“Falling share prices makes the
prospect of raising capital indepen-
dently of government more difficult
to achieve and potentially more dilu-
tive to existing shareholders,” says
Tom Rayner, an analyst at Citigroup.

Analysts and some investors
have said concerns about the effect
of government involvement on the
banks’ management, combined with
the recent market turmoil and the
bleak outlook for the U.K. economy,
are making them increasingly unat-
tractive investments right now.

The government isn’t worried
about what it sees as short-term fluc-
tuations and is taking a longer-term
view on the share-price movements,
a person familiar with the matter
said. The shares won’t be sold for a
number of weeks. If the share prices
rebound by then, and markets in Eu-
rope closed higher Wednesday, in-
vestor demand could be greater.

Some investors haven’t ruled out
the banks as possible buys. “When
you look at RBS’ long-term valua-
tion, even allowing for some govern-
ment control of the company, the
shares are very cheap,” says Dale
Robertson, an investment partner
at Edinburgh Partners.
 —Dana Cimilluca

contributed to this article.
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Aid to Hungary lifts markets

Democrats seek say on Obama agenda

U.S. Fed cuts rate again, to 1%

matic approach to governance that
would begin with items that have
proven bipartisan support before
tackling ambitious elements such as
universal health care.

“He’s a national leader, Cly-
burn,” House Ways and Means Chair-
man Charles Rangel of New York
snapped back, embodying the views
of liberals who want to move fast on
the most ambitious version of Obam-
anomics possible. “I’m thinking of
his constituents, and he doesn’t
have the slightest clue what he’s
talking about.”

More than a month ago, House
Majority Leader Rep. Steny Hoyer
said he called Sen. Obama’s congres-
sional liaison, Phil Schiliro, to begin
plotting strategy and laying out an
agenda. Since then, he said, there
have been “a number of conversa-
tions,” between Sen. Obama and
Democratic leaders and between
Obama aides and key committee
and leadership staff.

“It would be irresponsible not to
plan as if you were going to win,”
said Rep. Hoyer, of Maryland.

Democratic leaders, aides, and
Obama advisers say such conversa-
tions remain friendly. But some ten-
sion exists in an eclectic circle that
includes Wall Streeters, labor lead-
ers and liberal think-tank denizens.

Sen. Obama’s economic brain
trust dialed in two weeks ago to a
conference call with the candidate to
discuss how the Wall Street bailout
was working when a split emerged
over how hard the government
should lean on the banks. Some ad-
visers said it would be politically
and economically disastrous if the
billions of taxpayer dollars injected
into ailing financial institutions just
sat in vaults. Robert Rubin, who

served as President Clinton’s Trea-
sury Secretary between stints on
Wall Street, pushed back. Leaving
the money in the banks would help
stabilize them and prevent further
turmoil in the credit markets, even if
the money wasn’t loaned out, the
Citigroup Inc. executive said.

In the Congress, three main fac-
tions are emerging with very differ-
ent advice.

The first group, led by “old bull”
liberals, wants to move fast on big-
ticket issues like universal health
care and weaning the U.S. off Middle
Eastern oil and on regulatory and la-
bor issues, such as allowing unions
to organize by getting would-be
members to sign cards backing col-
lective bargaining instead of submit-
ting to secret ballots.

Rep. Rangel argues that a Presi-
dent Obama would face a narrow
window after the election to move
on those big items, as well as his tax
plan. That would raise the top two
income-tax rates, raise capital-
gains and dividend tax rates on up-
per-income families, and cut taxes
on the middle class. Democrats
need to have faith that a strong
showing in the election indicates
broad political backing, Rep. Rangel
said. They should be emboldened by
the $700 billion Wall Street bailout
that Treasury Secretary Henry Paul-
son secured. And he doesn’t want to
hear talk of containing the deficit.

“For God’s sake,” he said, “don’t
ask me where the money will come
from. I’m going to the same place
Paulson went.”

A second faction of more conser-
vative Democrats is focusing on fis-
cal discipline. With this fiscal year’s
deficit potentially approaching
$1 trillion, these Democrats say the
money for Sen. Obama’s ambitious
agenda simply isn’t there.

“We know we have to do the en-
ergy plan. We have to deal with
health care,” said Rep. Allen Boyd, a
conservative Democrat from Flor-
ida who spoke with the candidate.
“We can’t do any of that until we lay
out a plan to bring the fiscal, finan-
cial side in order.”

The third group of Democrats
could be labeled the middle-ground
pragmatists. They embrace the ac-
tivist agenda but are wary about go-
ing too far too fast. This camp,
which includes the party’s top con-
gressional leadership, argues that
Sen. Obama should move quickly on
a few items with proven bipartisan
support—an economic-stimulus
package, an expansion of the State
Children’s Health Insurance Pro-
gram funded with a tobacco-tax in-
crease, and funding for federal stem-
cell research. They would then re-
group and build bipartisan support
for bigger-ticket items—health
care, energy, education and regula-
tory changes.

Rep. Rahm Emanuel of Illinois,
head of the House Democratic Cau-
cus, who has discussed this prag-
matic approach with the candidate,
says Sen. Obama remains firmly be-
hind his full agenda—but is flexible
on timing and pacing. “He is more
than willing to have a discussion on
different policies but not on whether
or not we do health care and energy.
That’s not what he’s flexible on.”

Senior Obama advisers say the
senator has given no commitments
to any of the camps. Without a chief
of staff, without a formal policy ap-
paratus to make such decisions, he
can only take in the different argu-
ments and await Election Day, they
say. After that, however, he won’t
have the luxury to put off decisions:
If elected, his budget plan will be
due by early February.

Continued from first page
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Funds needed
Selected emerging markets around Europe which rely on foreign capital inflows 

†Balance of foreign trade, transfers and investment income
*Current account deficit plus short-term debt and interest on longer-term debt 
Source: Capital Economics 
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gary’s bailout also raises questions
about the financial health of other
countries in the region, such as Ro-
mania, Bulgaria and the Baltic na-
tions, which are even more exposed
to a drying-up of credit from abroad.

In Romania and elsewhere, gov-
ernments don’t yet appear willing
to take unpopular steps such as
spending cuts in order to rein in
their foreign borrowing, econo-
mists say. But as Hungary, Ukraine
and other cases show, the IMF is
likely to insist on painful belt-tight-
ening in exchange for help.

Hungary’s currency, the forint,
rose to 257 to the euro on Wednes-
day from 260, after the IMF, the Euro-
pean Union and the World Bank un-
veiled their combined $25.1 billion
loan for Hungary. “The worst is prob-
ably over for Hungary, but the forint
is unlikely to recover much, because
the IMF package means there will be
a recession in 2009,” says Ulrich
Leuchtmann, currency strategist at
Commerzbank in Frankfurt.

The IMF said late Tuesday that it
would provide Hungary with $15.7
billion under a standby arrange-
ment lasting until March 2010,
while the EU would offer a loan of
about $8.1 billion and the World
Bank another $1.3 billion.

On Wednesday, European shares
surged as the U.S. trimmed interest
rates, amid hopes for another round
of cuts around the globe. The pan-
European Dow Jones Stoxx 600 in-
dex rose 7.2% to 213.72. (Please see
related article on page 19.)

For Hungary, the IMF support
came with strings attached: It will
have to cut its budget deficit further,
to 2.6% of gross domestic product
next year instead of a planned 3.2%.
To meet that goal, Hungary said it
will cut bonus payments to retirees
and public-sector workers. Prime
Minister Ferenc Gyurcsány pre-
dicted on Tuesday that the economy
will shrink by up to 1% next year.

The Hungarian government’s pop-
ularity with voters has already
plunged to around 20%—a record low
for a government there after the fall
of Communism in 1989—since Mr.
Gyurcsány began slashing Hungary’s
budget deficit in 2006, when it
reached above 9%. Even-stricter aus-
terity measures imposed by the IMF
could make it harder still for Mr.
Gyurcsány to win elections due in
2010.

The EU said its part of the loan
would come with “policy condi-
tions,” but the bloc didn’t spell them
out. The EU previously required It-
aly to meet budget targets in return
for a loan in 1993.

Other currencies in Central and
Eastern Europe which have taken a
beating lately also strengthened on
Wednesday. The Polish zloty rose to

3.57 to the euro from 3.66. Hunga-
ry’s stock market also rallied: The
main BUX index jumped 14%.

The EU said Wednesday that it
planned to greatly expand its crisis
funds to help other members that
might need a loan. Hungary is to tap
a little-used EU facility under which
the EU can borrow money by issuing
bonds and lend it to member coun-
tries in distress. But Hungary’s Œ6.5
billion (about $8.1 billion) loan will
gobble up more than half the EU’s
Œ12 billion facility.

The EU’s executive arm said it
will seek members’ support for rais-
ing the ceiling to Œ25 billion. That
could provides a key source of funds
for other EU countries around Eu-
rope’s post-Communist East.

Joaquín Almunia, the EU com-
missioner for economic affairs, said
that no country besides Hungary
had yet asked for assistance from
that program. But he said Iceland
has asked for a loan under a sepa-
rate program, in addition to funds
that it’s seeking from the IMF.

Iceland, a non-EU member
brought to its knees by a banking col-
lapse in the past month, has also
asked its Nordic neighbors, the Euro-
pean Central Bank, the U.S. Federal
Reserve and Russia for money. In
Ukraine, which isn’t an EU member,
the fractious parliament gave first
approval on Wednesday to legisla-
tion needed to obtain a $16.5 billion
IMF loan.

The Hungarian forint hit a
record low of 285 to the euro last
week as investors pulled funds out
of the country amid doubts as to
whether its government, banks and
companies could cope with their
heavy foreign debts.

Battered Eastern European cur-
rencies strengthened on Wednes-
day mainly because “there’s hope of
similar IMF deals on their way for
Romania and other countries,” says
Neil Shearing, an economist at Lon-
don consultancy Capital Economics.

Much of Eastern Europe relies
heavily on foreign borrowing to sus-
tain the explosive boom in recent
year in consumer spending and con-
struction activity. The IMF is likely
to impose strict curbs on public
spending; that would come as a
rude shock for Romanians and
other East Europeans who have
grown used to heady rises in sala-
ries and consumption in recent
years. But the end of easy credit
from abroad means countries face
austerity even if they don’t need an
IMF rescue.

“Ultimately this crisis will lead
to a rebalancing of the whole re-
gion’s economies, away from the un-
sustainable boom in domestic de-
mand that we’ve seen,” says Mr.
Shearing of Capital Economics.

 —Edith Balazs in Budapest and
Alexander Kolyandr in London

contributed to this article.
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since the 1950s.
Also Wednesday, China’s central

bank cut interest rates for the third
time in six weeks, amid a worsening
growth outlook for its export-depen-
dent economy. Japanese authorities
signaled they might cut rates. And
Norway’s central bank cut its bench-
mark interest rate for the second
time in two weeks. The European Cen-
tral Bank and the Bank of England are
expected to follow next week.

Lower interest rates are usually
a powerful tool to boost economic
growth, because they reduce the
cost of borrowing for businesses
and consumers, giving them an in-
centive to start new projects or
spend money. Lower rates also re-
duce the cost of funds for banks,
which theoretically should make
them more willing to lend.

That might not happen this time.
The credit crisis has sent a wave of
risk aversion through the global fi-
nancial system, which has left many
banks unwilling to lend even with
cheaper access to funds. Across
many markets, lending standards
have tightened sharply and while
benchmark interest rates have
fallen, other lending rates have
been slower to respond.

Japan, where zero percent inter-
est rates failed to revive the econ-
omy earlier this decade, is a case
study in the problem, and one stud-
ied carefully by Ben Bernanke, the
Fed chairman. Still, at a meeting
scheduled for Friday, the Bank of Ja-
pan’s policy board will consider cut-
ting the bank’s key policy rate to

0.25% from 0.5%, according to an of-
ficial familiar with the situation.

The possibility of a rate cut has
come as a surprise to financial-mar-
ket participants. Even a week ago,
top BOJ officials were all but ruling
out easing policy any time soon, say-
ing interest rates were already low
enough to support the economy.
The change in stance shows just
how worried Japanese policy mak-
ers have become about a downturn
in the economy as conditions in the
financial markets deteriorated over
the past week.

Data released Wednesday sug-
gested that slowing overseas econo-
mies are taking their toll on the Jap-
anese economy. Japanese industrial
output posted its biggest fall in
nearly four years in the July-Sep-
tember period, falling 1.2% from the
previous quarter.

Globally, the tide on interest
rates has changed dramatically in
just a few weeks. During the early
stages of the summer, central bank-
ers around the world were preoccu-
pied with soaring oil prices. Particu-
larly in emerging markets, where it
looked like inflation was becoming
more deeply entrenched, many cen-
tral banks were still intent on rais-
ing rates until the credit crisis wors-
ened in September.

Now, while a few central banks
have raised rates to bolster falling
currencies, many key policy rates
look likely to move even lower
across the globe in the months
ahead.

J.P. Morgan Chase economists esti-
mate that on average, central bank tar-

geted interest rates were 3.4% across
the globe at the end of last week. By
the end of the year, J.P. Morgan ex-
pects rates to fall to 2.8% and then to
continue dropping next year to 2.3%.

The European Central Bank and
the Bank of England, both of which
lowered their key rates by a half-per-
centage point this month in a coordi-
nated move with the Fed, are likely
to deliver hefty rate cuts at meet-
ings next week.

On Wednesday, Norway’s central
bank cut its key rate to 4.75% from
5.25% and signaled further cuts
ahead. The move followed a sur-
prise half-percentage-point reduc-
tion on Oct. 15, the Norges Bank’s
first rate cut since March 2004. Last
week, Sweden’s central bank also
cut its key rate to 3.75% from 4.25%
and predicted a fall to 3.25% by
March next year.

Some ECB policy makers worry
the $12.2 trillion euro-zone econ-
omy, second in size only to the U.S.,
will suffer a protracted period of
meager growth and limp into recov-
ery only late next year. ECB presi-
dent Jean-Claude Trichet said Mon-
day an interest-rate cut at the
bank’s Nov. 6 meeting was a “possi-
bility,” cementing market expecta-
tions of a half-percentage point re-
duction to 3.25% from 3.75%.

“It’s been an amazing U-turn,”
says Erik Nielsen, economist with
Goldman Sachs in London. “They’ve
realized inflation is no longer a prob-
lem, and now they’re out to save the
world.”
 —Andrew Batson

contributed to this article.
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Russia approves $10 billion in bailout loans
VEB head says deals
aim to protect assets;
Rusal is a recipient

By Gregory L. White

MOSCOW—The Russian govern-
ment’s bailout facility for finan-
cially strapped tycoons and compa-
nies has shifted into high gear, ap-
proving nearly $10 billion in loans,
said Vladimir Dmitriev, the head of
the Vneshekonombank, the state
bank administering the program.

The biggest of the loans—$4.5 bil-
lion—is going to United Co. Rusal,
the aluminum giant controlled by bil-
lionaire Oleg Deripaska, according
to people familiar with the deal.
That money will go to pay off a

group of Western creditors led by
BNP Paribas SA that was threaten-
ing as early as the end of this week
to seize Rusal’s 25% stake in metals
giant OAO Norilsk Nickel that they
held as collateral, the people said.

The 40-year-old Mr. Deripaska,
who made his fortune in the alumi-
num industry in the 1990s, owns
57% of Rusal. The rest belongs to
other billionaires and Glencore In-
ternational AG. In recent years, he
has sought to turn Rusal into a glo-
bal titan, which is what led him to
push for the acquisition of the No-
rilsk stake earlier this year.

Beyond releasing the total fig-
ure, neither Mr. Dmitriev nor
Vneshekonombank (VEB) would pro-
vide details on who the loans have
been granted to.

In the interview on state-run news

channel Vesti-24, Mr. Dmitriev said
VEB is giving priority in the refinanc-
ing deals to protect “Russian assets,”
the loss of which would have “serious
economic or social conse-
quences.”

“These are first-class
borrowers who have wound
up facing the loss of their as-
sets because of the unfavor-
able situation on world mar-
kets,” he said.

People familiar with the
transaction say another re-
cipient was the Alfa Group ,
controlled by Mikhail Frid-
man, which received $2 bil-
lion to stave off the loss of
its 44% stake in OAO Vimpel Com-
munications, Russia’s no. 2 cell-
phone company, to a group of credi-
tors led by Deutsche Bank. Alfa de-
clined to comment.

The Kremlin announced the bail-
out program last month, setting
aside at least $50 billion from its for-
eign-exchange reserves. Many of

Russia’s wealthiest indus-
trialists and companies
had borrowed heavily in
the past few years to ex-
pand their empires or in-
vest in new projects. Often
those loans were secured
with stock. The global mar-
ket crisis has knocked
more than 70% off the Rus-
sian stock market, mean-
ing many of those borrow-
ers have to come up with
more collateral or face los-

ing their shares.
The bailout loans have been criti-

cized for the secretive way in which
they are being awarded. Some bank-
ers and industrialists have warned

the process could be used to con-
duct a covert nationalization of
prime assets.

“We need to differentiate between
nationalizing a business and the tem-
porary intervention of the state. We’d
like the government support to be pro-
vided on transparent terms,” said Al-
exander Shokhin, the head of Rus-
sia’s largest business lobby, accord-
ing to the Interfax news agency.

Russian officials deny any plans
to take over private assets. “The ex-
pansion of the government’s pres-
ence in the economy is a forced mea-
sure that is of a temporary nature,”
Prime Minister Vladimir Putin told
government ministers Wednesday,
speaking about Russia’s overall finan-
cial measures to address the crisis.

—Alexander Kolyandr
and Dana Cimilluca

contributed to this article.
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Oleg Deripaska

By Luca Di Leo

And Christopher Emsden

ROME—Italian Premier Silvio Ber-
lusconi said Wednesday the govern-
ment was prepared to buy bank bonds
and savings shares to help lenders
cope with the global financial crisis.

Of the four big European econo-
mies, Italy is the only country yet to
give state money to help its banks.
The government maintains its
banks are more solid than their Eu-
ropean peers, and that it will only
step in if needed, a line Mr. Berlus-
coni reiterated Wednesday.

“If banks want to increase their li-
quidity or their capital, the state is
ready to intervene by underwriting
bonds and savings shares,” he told a
seminar of the retailers’ association
Confcommercio. The Italian premier
added that the government would
step in without penalizing the man-
agement of a bank seeking help.

Rome has readied an injection of
up to Œ20 billion ($25 billion) in Ital-
ian banks, a person familiar with the
matter said, using a plan resembling
one that France announced last week.

Separately, a study released
Wednesday showed that Italy’s
building industry is already in reces-
sion and that investments will drop
sharply through 2010.

Investments in the construction
sector are projected to fall 4.4% this
year, 5.7% next year and 2.5% in 2010,
according to the report by Cresme, a
research institute covering real-es-
tate trends. The figures are adjusted
to take inflation into account.

While Italy’s projected decline
isn’t as dramatic as in Spain or in
the U.S., it will prove harsh in an
economy that didn’t have much of a
real-estate boom and is regularly
the euro zone’s growth laggard.

The construction sector accounts
for about 6% of Italian gross domes-
tic product, up from 4.5% in 1997. No-
misma, a liberal think tank, had pro-
jected that share to grow to 7.5% by
2015, creating 330,000 new jobs.

Cyclical forces already were lead-
ing to weaker demand, but the global
credit squeeze has aggravated the
trend, said Lorenzo Bellicini, director
of Cresme. Cresme’s report is much
more pessimistic than the govern-
ment’s forecast of a mere 0.2% dropin
construction investment next year.

Italy is ready
to commit funds
to banking sector
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Videogame makers promote ‘family’ fare
Companies hope
less violent games
attract new users

So
ny

By Jeffrey A. Trachtenberg

And Jessica E. Vascellaro

A sweeping $125 million settle-
ment between Google Inc. and the
publishing industry clears the way
for the Internet giant to make many
millions of digital books available
on the Web, with payments to au-
thors and publishers for their use.

If approved by a federal court,
the deal, struck after two years of ne-
gotiations, will let individuals and
institutions buy online access to
copyrighted, out-of-print works
through Google, and will provide
free online views of them at public
libraries.

Titles that are still in print will
be available only if publishers and
authors agree to include them.

“It may be the biggest book deal
in U.S. history,” said Paul Aiken, ex-
ecutive director of the Authors
Guild. Google has already scanned
seven million books for its Google
Book Search program and plans to
make many millions more available.
Only Web users in the U.S. will have
access to the new services.

The settlement resolves a copy-
right-infringement lawsuit against
Google filed by the Authors Guild
more than three years ago in U.S.
District Court in New York, as well
as a separate suit filed by the Associ-
ation of American Publishers on be-
half of five leading publishers.

Terms call for Google to pay $125
million to settle claims from au-
thors and publishers for its earlier
digital-scanning efforts, cover legal

fees and establish a Book Rights Reg-
istry that will oversee the new ac-
cord.

The establishment of a registry
will enable rights holders—be they
publishers or authors—to register
their works and subsequently re-
ceive payment when their titles are
used online.

“What this does is breathe new
life into millions of books without
jeopardizing rights holders,” said Ri-
chard Sarnoff, chairman of the Asso-
ciation of American Publishers and
co-chairman of Bertelsmann Inc.,
the U.S. holding company of Bertels-
mann AG. Books under copyright
but out of print will be available for
sale in an online version unless the
rights holder objects.

The deal signals that Google,
which has long argued it can index
content for its search engine with-
out the cooperation of media compa-
nies, is taking a more conciliatory
stance. But Google cautions against
applying the same model to similar
disputes, including Viacom Inc.’s $1
billion copyright-infringement suit
against Google’s online-video ser-
vice YouTube.

“I would not read anything into
the structure,” said David Drum-
mond, Google’s senior vice presi-
dent of corporate development and
chief legal officer.

With the agreement, Google is
taking a rare step into the business
of selling access to media content.
Google will enhance its book-search

product, which has struggled to
gain traction, with a storefront
where consumers can buy titles to
read online.

Prices will be set by the pub-
lisher or by a Google-designed algo-
rithm, with the rights holder get-
ting 63% and Google getting 37% of
the revenue.

The move breaks with Google’s
usual approach of selling advertis-
ing against digital content and shar-
ing that revenue with partners like
newspapers and media companies.
It also brings Google into potential
competition with digital-book retail-
ers like Amazon.com Inc.

“It’s a new model for us,” said
Mr. Drummond, who nonetheless
played down any competition with

Amazon, noting that Google’s main
objective is to build a better search
product.

Amazon declined to comment.
Public libraries will be offered a

free online portal to view the digi-
tized titles, while colleges and uni-
versities will be offered a subscrip-
tion-fee service that will enable stu-
dents to access these books directly
from their dorm rooms.

The registry to determine pay-
ments to authors and publishers
will be an independent board, ini-
tially appointed half by the Authors
Guild and half by the Association of
American Publishers. Like Ascap in
the music business, it will track
which titles are used by various in-
stitutions.

Google deal opens the Web to millions of digital books
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Qwest to cut 1,200 jobs as customers continue to drop phone lines

‘LittleBigPlanet,’ above, one of several new videogames, aims to lure new customers.
But shooting games, such as ‘Dead Space,’ below, often outsell such games.

By Andrew LaVallee

Qwest Communications Interna-
tional Inc. posted a 93% drop in
third-quarter net income and said it
would cut 1,200 jobs, as accelerat-
ing land-line losses and the weak
economy weighed on the telecom-
munications provider.

The job cuts, which represent 3%
of its work force, will be “across all
aspects of the business,” including
corporate, field and managerial posi-
tions, said Thomas Richards,
Qwest’s chief operating officer.

Like other big carriers, Qwest
continues to see declines in its tradi-

tional phone business as consumers
switch to competing offerings from
wireless and cable providers. It
ended the quarter with 11.9 million
land lines, down 8.9% from the year-
ago period.

Its land-line deterioration is pick-
ing up speed: In the second quarter,
lines fell 8.2% from the year-earlier
quarter.

Qwest, based in Denver, re-
ported a third-quarter profit of $151
million, or nine cents a share, com-
pared with $2.07 billion, or $1.08 a
share, a year earlier, when the com-
pany benefited from a $2.1 billion
tax gain. Revenue fell 1.6% to $3.38

billion.
Qwest added 61,000 net broad-

band subscribers during the quar-
ter, an improvement from the
31,000 it added last quarter, as it in-
creased promotional and advertis-
ing efforts. The gain was far less,
however, than the 111,000 custom-
ers it added in the third quarter of
2007.

Telecoms are struggling to at-
tract and retain high-speed Internet
customers in the face of fierce com-
petition from cable companies. Com-
cast Corp., for example, added
382,000 broadband subscribers in
the third quarter, more than the

combined number that Qwest,
AT&T Inc. and Verizon Communica-
tions Inc. added.

Qwest’s wireless subscribers de-
clined by 45,000. The company
blamed the transition of customers
to Verizon Wireless from its previ-
ous partnership with Sprint Nextel
Corp. Qwest announced the new re-
seller agreement in May.

The company said it expects its
2008 results to be at the low end of
prior estimates, with revenue down
as much as 2.5% and adjusted earn-
ings before interest, taxes, deprecia-
tion and amortization to be 1% to 2%
lower.

By Christopher Lawton

And Yukari Iwatani Kane

One of the hottest videogames
last holiday season was the war
game “Call of Duty 4.” This year,
many stores will feature nonviolent
games such as “LittleBigPlanet,”
which follows a cute little character
through a dream world.

The Sony Corp. game is emblem-
atic of the new family-friendly games
and services that the videogame in-
dustry is counting on to address twin
challenges: attract new players be-
yond largely young-male gamers and
secure new revenue during a slowing
economy.

Game makers such as Sony, Elec-
tronic Arts Inc. and Microsoft Corp.
have poured millions of dollars into
family-friendly fare. Nearly two-
thirds of Sony’s 20 new titles this sea-
son are casual or family-oriented. In
addition to “Little Big Planet,” esti-
mated to have cost $15 million, Sony
is releasing new versions of the
karaoke “SingStar” game. EA is tri-
pling its offering of casual games to
nine titles this year.

But a payoff may be harder to find
than these games. Analysts say the
videogame industry may be overesti-
mating demand. Mainstream players
tend not to buy as many games as the
violence-loving hardcore ones. With
economic concerns weighing heavily
on consumers’ minds this year, many
are likely to be even more careful
with their wallets. “There really is
only room on the shelf for a couple

[of family-friendly games], not 20,”
says Michael Pachter, an analyst with
Wedbush Morgan Securities.

Finding a new audience is crucial
for the $18 billion U.S. videogame in-
dustry. Most game consoles have
been available for several years. Con-
sole makers such as Microsoft are
slashing prices. Last month, it cut
the Xbox 360 to $200 from $280.

Consumers such as Melanie Som-
mers may prove tough for the games
industry to reach. While the stay-at-
home mom recently considered buy-
ing her seven-year-old son a Nin-
tendo Co. Wii console and “Nerf
N-Strike,” a kid-friendly shooter
game by EA, she ultimately decided
against it.

“He’s got his whole life to develop
bad habits,” says Ms. Sommers, a resi-
dent of Vancouver, Wash. “I’d rather
have him run around with the Nerf
gun outside and shoot stuff.” She
adds that “Hasbro Family Game
Night,” a new EA game that combines
board games like Boggle and Sorry
into one box seems “kind of an expen-
sive way to play a little board game.”

By contrast, first-person shoot-
ing games are expected to occupy
much of the holiday top-seller lists.
Next month, ZeniMax Media Inc.’s ac-
tion role-playing game “Fallout 3” is
expected to produce big sales. The lat-
est installment of Activision Bliz-
zard Inc.’s popular “Call of Duty”
combat series is coming on Nov. 11.

Still, many game publishers say
the move to family audiences makes
sense given the current economic en-
vironment. Videogames cost about
$50 each, making them a relatively
cheap entertainment alternative for
families. Overall, game sales are ex-
pected to grow about 14% this year in
the U.S. to $4.8 billion, according to
Wedbush Morgan.

EA is betting big on mainstream
fare. In June 2007, the Redwood City,
Calif., company formed a new label
for casual games, which are rela-
tively simple games with more basic
controls that can be played in shorter
amounts of time. It will spend $40
million in research and development
through a deal with toy maker Has-
bro Inc. this fiscal year to boost its ca-

sual games offerings. Apart from
“Nerf-N-Strike” and “Hasbro Family
Game Night,” EA this holiday season
is also releasing “Littlest Pet Shop,”
where players play with animals and
outfit them with accessories.

EA’s Casual label is expected to
contribute about 10% of EA’s reve-
nues this year, according to Wed-
bush.

“The market is there now,” says
Chip Lange, vice president and gen-
eral manager of EA’s Hasbro Studio.
“We basically spent the last year fo-
cused on attacking and building prod-
ucts for an entirely new market.”

Sony also is counting on bigger
audiences to help turn its money-los-
ing PlayStation business profitable
this fiscal year. As a result, it
launched games such as “Buzz Quiz
TV,” where players use wireless
buzzers to participate in a video-
game quiz show against others in
the home or online.

Sony also is trying to broaden the
use of its console. It is launching a so-
cial networking platform called
“Home” where users can create ava-
tars, or virtual representations of
themselves, and socialize with oth-
ers on the network.

Successful games such as Activi-
sion’s “Guitar Hero” give hope to the
efforts. Activision’s latest version of
“Guitar Hero” includes a wider selec-
tion of songs to appeal to more than
teenagers, and it offers a “beginner”
mode that allows players to start by
strumming the guitar-shaped con-
trol rather than the more-demand-
ing mode of having to press specific
buttons in time to the music.

Microsoft last month launched
what it says is its biggest global mar-
keting campaign for the Xbox 360,
now the least expensive of all of the
consoles. While the Redmond,
Wash., company declined to detail
the campaign’s cost, the ads by Mc-
Cann Worldgroup’s McCann Erick-
son will feature “real” people playing
the Xbox 360 with their friends and
family.

“We look at the economic situa-
tion and we see opportunity,” says
Shane Kim, a vice president who over-
sees Microsoft Game Studios.
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P
RIVATE-EQUITY firm Ripple-
wood Holdings LLC has been
chosen as the preferred bidder

to buy a controlling stake in South
Korea’s Daewoo Electronics Corp.,
Woori Bank said. Ripplewood is ex-
pected to sign a memorandum of un-
derstanding to buy the stake soon,
with a view to signing a formal con-
tract by year end, the main creditor
of Daewoo said.

Daewoo Electronics creditors
have sought to sell their 97.6% stake

in the unlisted company. Ripplewood Holdings and
Digilent Inc., a U.S.-based electronics parts maker,
submitted bids for the stake. Woori Bank didn’t dis-
close the value of Ripplewood’s offer. The creditors
already have twice put Daewoo up for sale, but
failed to complete a transaction either time.

Woori picks Ripplewood
to buy stake in Daewoo

F
RENCH police de-
tained a trader
suspected of los-

ing more than Œ600
million ($760 million)
in derivative trades at
French mutual bank
Caisse d’Epargne, a
judicial official said.

The bank’s top
three executives quit after the losses came to light on
Oct. 17. A Caisse d’Epargne spokesman said the bank
calculates the loss was larger than the Œ600 million
it initially announced. He declined to provide a new
estimate, although the prosecutor’s office has men-
tioned that the loss would amount to Œ751 million.

Paris prosecutors are investigating if there are
grounds for a possible legal case of breach of trust.
 —Associated Press
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TERLING Air-
lines A/S, an Ice-
landic-owned

budget carrier, said it
will file for bank-
ruptcy because and
won’t be able to re-
fund passengers who
bought tickets online.

The airline, based
in Denmark but owned by Iceland’s Northern Travel
Holding, said it was unable to raise financial sup-
port for a restructuring program amid the collapse
of the Icelandic financial system. “During the last
few weeks the management, board of directors, and
the shareholder of Sterling Airlines A/S have been
fighting a battle to keep the company alive,” the car-
rier said on its Web site. “Sadly, this has not had a
positive outcome.”  —Associated Press

French police detain
Caisse d’Epargne trader

The Westfield mall, which opens in London Thursday, features 265 stores and 50 restaurants. The mall opens just as Britain’s
economy is sliding into a recession and its decade-long consumption boom has come to an end.

London mall opens as spending boom ends
Westfield Group says
other retail centers
scored after slumps

MGM Mirage net drops 67%
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By Cecilie Rohwedder

London

W HEN THE Westfield mall
opens Thursday in London,
it will be the largest mall in

a European city. The American-style
retail center has 265 stores, includ-
ing Tiffany and Gucci, as well as 50
restaurants, fountains and gleam-
ing palm trees.

And its timing couldn’t be worse.
Britain’s economy is sliding into re-
cession, and its decade-long con-
sumption boom has come to an end.

“The exact environment isn’t of
our choosing,” concedes Michael
Gutman, managing director for the
U.K. and Europe at Australia’s West-
field Group, the mall’s owner. “But,”
he says, “we have opened malls in
difficult times before. This is a long-
term project.”

Around the globe, despite fore-
casts that some retailers will go
bankrupt and the Christmas shop-
ping season will be the worst in
years, new malls continue to open.
Japanese retailer Aeon Co. unveiled
a shopping mall in Beijing earlier
this month. The largest mall in the
Middle East opens next week in

Dubai with more than 1,200 shops,
an Olympic-size ice rink and an
aquarium with more than 400
sharks. But even in the oil-rich Mid-
dle East, consumers are confronting
falling stock markets and economic
uncertainty. And some developers
in the U.S. are postponing or cancel-
ing projects.

Westfield Group, which owns
Garden State Plaza in New Jersey
and Century City in Los Angeles

among other malls, teamed up with
German real-estate asset manager
Commerz Real, a unit of Com-
merzbank AG, to spend £1.7 billion
($2.7 billion) on the new shopping
mall in an affluent neighborhood in
west London. It expects 60,000
shoppers a day.

Shopping malls like Westfield
London take years to plan, and it’s
impossible to predict what eco-
nomic conditions will prevail when
they are done. Fluctuations occur
with every economic cycle and are a
normal part of its business, West-
field says. The company declined to
disclose sales targets for its London
mall or say how long it would toler-
ate potential losses.

Sydney-based Westfield, the
world’s largest shopping-mall owner
by market capitalization, has opened
shopping centers in tough times be-
fore. Its Miranda mall in Sydney
opened during the economic down-
turn of the early 1990s and now gen-
erates 13.9 million visitors and 685
million Australian dollars (US$440
million) in sales a year, it says.

Mall owners aren’t necessarily
affected when retail sales start to
slide because they derive their reve-
nue from renting space to retailers.
But over time, sales declines
weaken retailers and lead to more

vacancies and more problems for
landlords. In both the U.S. and the
U.K., mall vacancies are now on the
rise.

Westfield says it has filled 99%
of the store space at its London
mall. But to open the mall in the cur-
rent downturn, it had to offer stores
longer-than-usual rent-free peri-
ods—18 months in some cases—and
cover some decorating costs. “The
last few deals over the line for the
center were probably more costly
than the first few deals,” says West-
field’s Mr. Gutman.

The developer’s strategy of in-
cluding both high-end and mass-
market stores may be a plus. The
wing reserved for luxury brands has
a champagne bar and shimmering
chandeliers, and it was designed by
New York architect Michael Gabel-
lini, who also created the Top of The
Rock observation area atop Rock-
efeller Center and stores for brands
like Giorgio Armani. The mass-mar-
ket section, with stores for British
retail brands like Marks & Spencer
and Debenhams and international
chains like Zara, H&M and Aber-
crombie & Fitch Co.’s Hollister, of-
fers larger-than-usual window
space.

Few shopping streets and malls
in Europe and the U.S.—New York’s

Fifth Avenue is a prominent excep-
tion—mix high-end and mass-mar-
ket stores. Luxury shoppers, conven-
tional retail wisdom holds, prefer
not to mix with lower-end shoppers,
and the latter are intimidated by
plush designer stores. But as luxury
shoppers who are watching their
spending show more flexibility in
choosing brands, they can wander
over to the cheaper stores that they
increasingly frequent.

“It is very much the way we’re
shopping,” says British fashion de-
signer Amanda Wakeley, who will
have her second London store in the
new mall and also sells her elegant
apparel at Barneys New York. “I
would have felt differently about it
three years ago.”

Like New York, London doesn’t
really have malls, so the developers
will try to introduce a new habit to
London residents: going to the mall
for an entire afternoon. It will offer
a gym, luxury spa and movie the-
ater, as well as services rare in Eu-
rope, such as valet parking and con-
cierges to carry shoppers’ bags and
arrange deliveries.

Britain does have some shopping
malls, mostly outside town centers.
But unlike the U.S., where shoppers
also go to the mall for entertain-
ment and to spend time with
friends, British malls are mostly
just stores, says Jonathan De Mello,
director of the retail and property
consultancy at market-researcher
Experian PLC in London.

Retailers opening in the West-
field mall hope London’s rainy
weather, crowded city center and
lack of parking will also entice lo-
cals to shop and linger. “You’re not
going to have to suffer on Oxford
Street in December in the rain,” says
Bill Amberg, whose luxury leather-
goods brand bears his name, refer-
ring to a shopping street in central
London.

Mr. Amberg already has a bou-
tique in nearby Notting Hill and
sells his goods at Bergdorf Good-
man in New York. He negotiated a
rent-free period—he declines to
specify how long—and received fi-
nancing from Westfield to decorate
his mall store, which features
leather floors.

—Stefania Bianchi
contributed to this article.
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Icelandic budget carrier
folds amid financial crisis

By Tamara Audi

In the latest sign of sharper de-
clines in the casino industry, gam-
bling giant MGM Mirage posted a
67% drop in third-quarter net in-
come and said it expects global eco-
nomic trouble to continue to affect
the company into 2009 or beyond.

“We fully expect the [gambling]
market will recover as the broader
market recovers,” said MGM Mirage
Chief Executive Terry Lanni during
a conference call Wednesday morn-
ing. “But its extremely difficult to
forecast when that will be.”

Officials said a “stay-at-home

mentality” had a particularly strong
impact on revenue in September.

Las Vegas-based MGM Mirage re-
ported net income of $61.3 million,
compared with $183.9 million a year
ago. The sharp drop mirrored the
downturn seen across the industry,
as Las Vegas revenue declines amid
a significant decline in consumer
spending and the cancellation of
conventions and business meetings.
MGM Mirage also has been hurt by
new visa restrictions in Macau, Chi-
na’s gambling enclave. The gam-
bling industry had hoped strong
growth in Macau would offset the
drop-off in domestic revenue.
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Providing travelers a baggage breakthrough
United teams up
with FedEx to offer
next-day bag service

Shell taps its CFO
Peter Voser to take
helm. Page 32

BlackBerry venture
fund’s first deals.
WSJ.com/BizTech

By Susan Carey

I
F YOU want to be absolutely,
positively sure your luggage
arrives at its destination,
United Airlines has a new op-
tion for you: FedEx.

The U.S.’s second-largest airline
by traffic launched a next-day lug-
gage service designed to raise fresh
revenue while giving passengers a
more reliable way to ship stuff with-
out schlepping it through an air-
port.

The UAL Corp. unit—pioneer of
the fee for second checked bags on
domestic flights—is teaming with
FedEx Corp. The two will offer in
the continental U.S. door-to-door,
overnight delivery of suitcases, golf
clubs and other items the airline nor-
mally would transport in the bellies
of its jetliners.

It won’t come cheap. FedEx will
move the goods—while United han-
dles customer service—for $149 one-
way for a suitcase or other item of
up to 23 kilograms carried less than
1.600 kilometers. It’ll cost $179 for
the same piece transported more
than 1,600 kilograms. Delivery by
4:30 p.m. the next day is guaran-
teed.

FedEx, the Memphis, Tenn., logis-
tics and express-delivery company,
confirmed it is United’s vendor but
declined to elaborate. FedEx already
moves items by ground and air for
individual travelers who arrange
their own transportation and, along

with its rivals, works with a growing
number of luggage services that
have sprung up to help customers
bypass airline baggage channels.

Those purveyors include Sports
Express LLC, Luggage Forward Inc.
and Luggage Concierge Inc. A
spokesman for Sports Express said
the service is “a niche thing,” but
business is growing—all the more
since U.S. airlines this year began
charging non-elite fliers for the first
two checked suitcases on domestic
flights, and raised fees for over-
weight and oversize bags and extra
suitcases. Customers also are seek-
ing to avoid airlines’ perennially un-
reliable handling of baggage.

Chicago-based United said it
learned in focus groups that some
passengers want to travel without
luggage, convention materials, prod-
uct samples, skis and other bulky
cargo, said Dennis Cary, the airline’s
senior vice president of marketing
and customers.

“This one really percolated to the
top” on passenger wish lists, he said.
The service might suit a business flier
making two or three stops in one day,
or a group of golfing buddies who
want to make sure their clubs will be
waiting at their resort before tee off.

Focus-group participants identi-
fied these main “pain points”: carry-
ing bags to the airport, checking
them, going to the baggage carousel
at the other end, waiting and then
claiming the luggage, and moving it
to the final destination, United said.
“Assurance that the bag would ar-
rive was an added bonus, but defi-
nitely not the key driver” for the
new service.

The “Travel Options by United
Door to Door Baggage” service will
allow customers to drop off items at

FedEx or Kinko’s offices, or have
items picked up at their homes, of-
fices or hotels at no additional
charge. Shippers will be able to
choose their preferred pick-up time

at home, a window of a few hours,
but also can leave their items with a
hotel concierge or their office mail-
room, the airline said.

Passengers can book the FedEx
service with United up to 10 days be-
fore their flight and arrange for the
pick-up a day before to a day after
their flight. The goods will be in-
sured for up to $3,000 per piece,
and there are no add-ons and sur-
charges, Mr. Cary said.

Earlier this year, United irritated
fliers by imposing a $25 one-way fee
for a passenger’s second checked
bag (a charge that doesn’t apply to in-
ternational travelers, elite frequent

fliers, customers traveling on first-
class tickets and active military). Ma-
jor airlines largely followed.

Later, United raised the fee to
$50; Delta Air Lines Inc. also

charges $50 for the second bag.
When AMR Corp.’s American Air-
lines introduced a $15 fee for the
first piece of domestic checked bag-
gage, United followed suit, along
with many competitors.

Thanks to such fees and the sale
of products and services such as air-
port-lounge passes, premium seat-
ing and extra frequent-flier mileage,
UAL hopes to bring in $1 billion of ad-
ditional revenue in 2009, up from
$600 million this year. UAL’s overall
revenue last year was $20 billion.

Travelers might wonder why
they should cheer the prospect of
United’s pricier FedEx option when

the airline already is charging many
of them for luggage—and the air-
line’s track record for getting the
bags to destination airports on time
is hardly stellar.

In August, the most recent
month for which Department of
Transportation statistics are avail-
able, United ranked 14th out of 19
carriers in mishandled luggage,
based on the number of reports
filed for each 1,000 passengers.

In that month, United carried
nearly 5.1 million customers and re-
ceived nearly 33,000 lost or mishan-
dled luggage reports. In August of
2007, United did better, ranking
third best, although it still got more
than 29,000 reports out of 5.4 mil-
lion passengers.

“We’re not where we want to be,”
Mr. Cary said. “We’re expecting our
baggage performance to be better in
2009.” That’s partly because the bag-
gage fees are discouraging checked
luggage, which means the airlines
have fewer bags to keep track of.

Mr. Cary doesn’t think the mar-
ket for the new service will be large,
in comparison with the 200,000 suit-
cases a day United transports on av-
erage. But even if fewer than 1% of
United’s bags are carried by FedEx,
“it will still make sense business-
wise and be a good revenue stream
for us,” he said.

The smaller services generally
charge more than United plans to
charge. Sports Express quoted
$374.82 one-way for a 23-kilogram
suitcase to be picked up at a Santa
Monica, Calif., home and delivered
the next morning to a hotel in Man-
hattan. An afternoon delivery was
$325.27. Luggage Concierge quoted
$333 for an overnight air shipment,
versus United’s $179.

Videogame makers push ‘family’ fare in
hope that less violent offerings bring new
users and secure fresh revenue. Page 30

Ways to save money on the next PC
By Walter S. Mossberg

It’s time for my annual fall PC
buyer’s guide. As always, this guide
covers what average consumers do-
ing typical tasks should look for in a
desktop or laptop PC. That excludes
heavy-duty gamers, corporate buy-
ers, techies, or enthusiasts.

But this autumn, we find ourselves
in a serious global economic slow-

down. So I will focus
this edition of the
guide on how folks
whose PC budgets
have shrunk can still

get something adequate for light use.
The guide below applies to both

desktops and laptops, since the lat-
ter, at least in the consumer market,
have achieved rough parity in per-
formance and versatility, and are
now more popular than desktops.

Windows vs. Mac: I consider the
Mac operating system, Leopard, to
be faster, easier and more stable
than Windows XP or Windows Vista.
It isn’t susceptible to the vast major-
ity of malicious software that circu-

lates on the Internet. And Macs also
include Apple’s superb built-in iLife
multimedia suite. Macs can even run
Windows, though that costs extra.

However, Apple has consciously
chosen not to offer machines in the
bargain category. The cheapest Mac
desktop, the minimalist Mac Mini,
which doesn’t even include a moni-
tor, speakers, keyboard or mouse,
costs $650 for a model with a hard
disk I consider adequate. The cheap-
est Mac laptop, the base model of
the prior-generation MacBook
(which Apple has retained in its
lineup) is $999.

Both are good values, mainly due
to the software. And Macs can save
you money over time. But if the lowest
upfront cost is your objective, you can
pay hundreds less for desktops and
laptops from Windows PC makers.

Which Windows: Windows
Vista is too often slow, and incom-
patible with older peripherals, such
as the printers you might not want
to replace in this economic climate.
It also can cost more because it de-
mands beefier, and thus costlier,

hardware to run well than does the
older Windows XP.

Budget shoppers should look
around for a computer that still
runs XP, either one of the dwindling
number of models built with XP in
mind, or one that has been “down-
graded” by the manufacturer to XP.
This downgrade “feature” can cost
$50 or more upfront, but permits
you to buy a cheaper machine.

For instance, I recently advised
two of my budget-minded friends to
buy a low-end Dell desktop, the In-
spiron 530, at Micro Center, a small
but very good national chain of com-
puter superstores. This Dell runs XP,
and has a low-end Intel processor.
The store is currently selling a ver-
sion with a 250-gigabyte hard disk—
more than enough for an average
user—and 2 gigabytes of memory,
generous for XP, for just $400 after
instant rebate. You can get a similar
good deal directly from Dell.

These particular friends, one on
each coast, each bought a nice LCD
monitor for $100-$150, and were
out of the store for very little

money. Since they only wanted to
run Microsoft Office, browse the
Web, do email and manage photos,
this machine met their needs.

Another option is a low-cost ma-
chine with the Home Basic version
of Vista, which also tends to cost
less and to require less-expensive
hardware than the more-common
Vista Home Premium. If my friends
had wanted laptops, I could have
steered them to a 15-inch Acer As-
pire laptop at the same store. This
machine runs Vista Basic, with 1 gi-
gabyte of memory and a 120-gi-
gabyte hard disk, and costs $380.

You can often buy an even less-
costly computer if you opt for the
Linux operating system, but I still
don’t advise this for average non-
techie users.

Memory: For XP, or a Mac, I sug-
gest 2 gigabytes of memory, but you
can get away with 1 gigabyte for
light use. For Vista, I recommend 3
gigabytes, but 2 megabytes will do
on a tight budget. You can always
add memory later.

Hard disk: On a laptop, 160 gi-
gabytes is the minimum I usually
suggest, but you can get by with 120
gigabytes and upgrade when eco-
nomic times are better. On a desk-

top, 250 gigabytes is easily obtain-
able, but 160 gigabytes will do.

DVD drive: If you never record
DVDs, you can save money by buy-
ing a cheaper combo drive, which
plays both DVDs and CDs, but
records only the latter.

Processor: Look for a dual-core
processor, but to save money, don’t
worry about the speed, model num-
ber, or brand.

Video: A separate, or “discrete,”
video card is best, especially for
Vista Home Premium, but budget
shoppers should stick with lesser
“integrated graphics.”

Other features: If your home
lacks the fastest “n” version of
Wi-Fi, spend less for a laptop with
the older “g” version. If you don’t
need to do video chats or recording,
don’t pay for a built-in camera and
microphone.

Netbooks: If you don’t mind a
tiny screen, cramped keyboard and
limited file storage, these popular
new mini-laptops can save you
money. Some sell for under $400,
even equipped with Windows.

Remember, pay only for the com-
puting capabilities you need.

Email to mossberg@wsj.com.
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Euro’s fall against the yen
catches Sony by surprise

Lufthansa set to acquire
stakes in several airlines

Wal-Mart plans to expand
As U.S. growth ebbs,
retail giant to focus
on overseas markets

E for everyone
Videogame makers aim to
attract new players with
nonviolent fare > Page 30
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A Lufthansa jet prepares to land in Duesseldorf. Despite a travel slowdown, the
German carrier is moving ahead with plans to acquire smaller European airlines.

By Miguel Bustillo

And Ann Zimmerman

Wal-Mart Stores Inc. said it
will continue emphasizing interna-
tional expansion, particularly in
emerging markets such as Brazil,
as it trims U.S. growth.

During the second part of a two-
day conference with investment
analysts, the retailer laid out a vi-
sion for growth. Over the next five
years, Wal-Mart said it will devote
53% of its international spending
to emerging markets such as Bra-
zil and India, up from 33% in the
previous five years, with the re-
mainder going to mature markets
such as Canada and the U.K.

Wal-Mart also said it remains
committed to succeeding in Ja-
pan, a plan that was criticized by
analysts a year ago. The retailer
said it is on pace to post its first op-
erating profit in Japan this fiscal
year.

On the first day of the confer-
ence, Wal-Mart said it would cur-
tail openings of its traditional U.S.
stores and focus more on remodel-
ing existing locations.

Wal-Mart officials forecast that
they will add approximately 19%
less square footage in the coming
year compared with a year earlier,

with much of the reduction coming
from the U.S. In all, Wal-Mart ex-
pects to add 34 to 36 million square
feet of retail space in the fiscal year
starting in February, compared with
42 to 43 million square feet of retail
space globally in the current fiscal
year, ending Jan. 31.

Wal-Mart, which has benefited
from the global downturn thanks to
its economies of scale and lower
prices, reiterated it felt well-posi-
tioned to prosper in the current
economy.

“This company will emerge from
this time a tougher competitor,”
Chief Executive Lee Scott said.

Company officials detailed plans
to transform into a different kind of
discount retailer by focusing more
on smaller stores than in the past.
Wal-Mart has been executing that
shift for the past three years, offi-
cials noted, well before the econ-
omy soured.

Wal-Mart’s Sam’s Club division
is also slowing new store growth
and focusing on remodeling exist-
ing locations. It is also testing sev-
eral new store formats, including an
outlet catering to business custom-
ers that has already opened in Hous-
ton and a smaller store model that
has opened in Kansas, and a new
store catering to Hispanics with
Latin brand-name products that is
set to open in Houston next year.

Some analysts predicted that by
sprucing up older locations, Wal-
Mart may be poised to hold on to
some of the new customers it has at-
tracted during the downturn.

“The strained consumer environ-
ment has driven sustained traffic
from core customers and new traf-
fic from affluent shoppers, which
could prove sticky if executives are
able to maintain and enhance the
customer experience,” Goldman
Sachs analyst Adrianne Shapira
wrote in a note to investors.

“I am very much positive about
the direction we are going” in Ja-
pan, Mr. Scott said.

Though Wal-Mart said it re-
mains bullish on international ex-
pansion, overall capital spending, in-
cluding adding new stores and re-
modeling existing ones, was pro-
jected to rise only slightly, to $4.8 to
5.3 billion in the year ending Janu-
ary 2010, from the current year’s
$4.5 billion to $4.8 billion.

CORPORATE NEWS

By Jan Hromadko

FRANKFURT—German airline
Deutsche Lufthansa AG on Wednes-
day stepped up moves to buy
smaller European rivals even as it
scaled back capacity expansion
plans and cut profit targets in re-
sponse to the shrinking market.

Lufthansa is set to acquire Brit-
ish Midland Airways Ltd. next year
after it said Wednesday that BMI
founder Michael Bishop had exer-
cised a put option that requires
Lufthansa to purchase his 50% plus
one share stake in BMI.

The German airline has ear-
marked about Œ400 million ($508
million) for the acquisition of Mr.
Bishop’s stake. That would value
BMI at Œ800 million. But a share-
holder agreement dating back to
1999 includes a minimum price,
which means BMI’s value could
vary.

Late Tuesday, Lufthansa reduced
its 2008 operating profit target to
Œ1.1 billion from about Œ1.4 billion
previously, citing an increasingly
difficult market environment and
high fuel costs. Seat-capacity plans
are being pared to a gain of about
5.2%, the company said.

Any acquisition of BMI by
Lufthansa may not be straightfor-
ward. Virgin Atlantic also proposed

combining its short-haul and long-
haul networks with BMI in a bid to
create a major European carrier and
better compete with the U.K.’s lead-
ing airline, British Airways PLC.

Lufthansa already holds a 30%
stake in BMI. The remaining 20% is
owned by SAS AB. The Scandina-
vian airline is in talks with
Lufthansa about selling its stake in
BMI, an SAS representative said
Wednesday. BMI controls 11% of the
takeoff and landing slots at Lon-
don’s Heathrow, the world’s busiest
international airport.

The German flag carrier Wednes-
day also said it will acquire the re-
maining shares in its regional carrier
Eurowings from AK Industriebeteili-
gung GmbH. The shares will be trans-
ferred Dec. 31, the company said
without providing further details.

Lufthansa is also one of two bid-
ders for struggling Austrian Air-
lines AG and has stated an interest
in Alitalia SpA, the Italian airline
that is being bailed out by a group of
Italian investors after it was crip-
pled by debts.

Air France-KLM SA is also inter-
ested in Alitalia, while British Air-
ways remains in merger talks with
Spain’s Iberia Líneas Aéreas de Es-
paña SA.

 —Anita Likus in London
contributed to this article.

By Hiroko Tabuchi

TOKYO—Sony Corp. has worked
for years to protect itself against a
fluctuating dollar. But it’s the
weaker euro that has dealt an unex-
pected blow to the Japanese elec-
tronics company.

Netprofitfor theJuly-September
quarter slumped 72% to 20.8 billion
yen($213million)fromayearearlier,
hurt by the strong yen and a slowing
world economy, the company said.

If the yen stays at current high
levels, Sony may book less than half
of its operating profit forecast of
150 billion yen for the year ending
March 2009, Chief Financial Officer
Nobuyuki Oneda said.

“Year-end sales will be extremely
tough for us,” Mr. Oneda said, adding
he expected tough conditions to con-
tinue into next fiscal year.

A strong yen hurts exporters like
Sony because it undermines over-
seas earnings. In the past three
months, the yen has risen 26%
against the euro and 10% against the
dollar. Late Wednesday in Tokyo,

the dollar was trading at 97.51 yen.
The euro was trading at 126.57 yen.

Sony’s troubles come just as the
Welsh-born American Chief Execu-
tive Howard Stringer appeared to
be turning around the company’s
core electronics business. Under
Mr. Stringer, the first non-Japanese
to head the Tokyo-based company,
Sony climbed back to a record profit
for the fiscal year ended March 31.

Sony has been successful in re-
ducing its sensitivity to fluctuations
in the yen-dollar exchange rate by
moves such as sourcing liquid-crys-
tal display panels in dollars from Tai-
wanese manufacturers. But similar
efforts are just beginning against
the euro.

Mr. Oneda said that procuring
parts in Europe remained particu-
larly difficult. Although Sony plants
in Slovakia, Spain, Hungary and
Wales already supply the European
market, many of the parts they use
come from outside the region, leav-
ing production costs exposed to ex-
change-rate swings.
 —Kenneth Maxwell

contributed to this report.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 39.50 $26.90 –0.71 –2.57%
Alcoa AA 30.20 11.15 0.37 3.43%
AmExpress AXP 16.10 25.21 –0.26 –1.02%
BankAm BAC 103.80 22.32 –0.70 –3.04%
Boeing BA 12.10 49.80 0.89 1.82%
Caterpillar CAT 14.60 36.14 1.19 3.40%
Chevron CVX 23.30 71.00 0.98 1.40%
Citigroup C 123.20 12.91 –0.50 –3.73%
CocaCola KO 13.40 43.85 –1.40 –3.09%
Disney DIS 15.60 23.97 0.06 0.25%
DuPont DD 9.90 31.52 0.79 2.57%
ExxonMobil XOM 56.80 74.65 –0.21 –0.28%
GenElec GE 125.10 19.20 –0.29 –1.49%
GenMotor GM 49.90 6.76 0.51 8.16%
HewlettPk HPQ 26.40 35.40 0.31 0.88%
HomeDpt HD 29.70 21.65 0.08 0.37%
Intel INTC 82.00 14.94 –0.92 –5.80%
IBM IBM 11.60 88.20 0.92 1.05%
JPMorgChas JPM 56.10 35.71 –1.89 –5.03%
JohnsJohns JNJ 26.60 61.53 –2.66 –4.14%
KftFoods KFT 14.50 28.47 –0.41 –1.42%
McDonalds MCD 16.50 57.18 0.56 0.99%
Merck MRK 16.60 28.68 –1.01 –3.40%
Microsoft MSFT 103.40 23.00 –0.10 –0.43%
Pfizer PFE 60.30 17.19 –0.63 –3.54%
ProctGamb PG 27.70 60.99 –2.24 –3.54%
3M MMM 10.40 62.50 –1.81 –2.81%
UnitedTech UTX 10.40 52.08 0.79 1.54%
Verizon VZ 27.20 30.50 –1.15 –3.63%
WalMart WMT 32.20 55.02 –0.15 –0.27%

Dow Jones Industrial AverageP/E: nil
LAST: 8990.96 t 74.16, or 0.82%

YEAR TO DATE: t 4,273.86, or 32.2%

OVER 52 WEEKS t 4,939.05, or 35.5%

 Note: Price-to-earnings ratios are for trailing 12 months
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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, Australia
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

UBS $157 11.1% 41% 6% 48% 5%

Macquarie Group 127 9.0% 49% 3% 48% …%

Goldman Sachs 122 8.7% 65% 9% 19% 7%

Deutsche Bank 88 6.2% 57% 6% 32% 5%

Citi 74 5.2% 29% 20% 40% 11%

RBS 66 4.7% 45% 21% 12% 23%

JPMorgan 64 4.5% 68% 18% 13% 1%

National Australia Bank 49 3.5% 2% 52% …% 46%

Westpac 48 3.4% 11% 39% …% 50%

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 N.V. 275 –144 –225 –20 Enel 259 8 84 138

Norske Skogindustrier  1319 –99 –16 358 Xstrata  707 9 171 439

Fiat 942 –82 164 675 Man Gp  509 9 204 298

Thomson 1773 –74 107 1172 Pernod Ricard 662 9 199 342

Rallye 1123 –56 34 370 EDP Energias de Portugal 133 12 57 72

Glencore Intl 1166 –56 339 765 Alstom 439 13 138 314

Rank Gp  828 –55 –13 248 Corus Group  708 17 89 426

Stena Aktiebolag 874 –51 150 497 ArcelorMittal Fin 724 24 182 437

UPM Kymmene  408 –49 22 115 Anglo Amern  554 30 263 415

Swiss Reins  403 –49 1 146 Porsche Automobil Hldg 618 41 169 408

Source: Markit Group

Dow Jones Stoxx 50: Wednesday’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

Allianz SE Germany Full Line Insurance $35.4 60.85 26.24% –60.8% –49.0%

Siemens Germany Electronic Equipment 51.8 44.07 24.07 –53.0 –29.6

Daimler Germany Automobiles 29.1 23.50 21.45 –69.1 –43.7

Anglo Amer U.K. General Mining 30.2 13.79 20.86 –58.4 –18.9

E.ON Germany Multiutilities 74.1 28.83 19.88 –35.9 19.8

GlaxoSmithKline U.K. Pharmaceuticals $108.6 11.66 0.09% –5.8 –20.2

Novartis Switzerland Pharmaceuticals 131.6 56.60 0.89 –8.1 –18.3

British Amer Tob U.K. Tobacco 60.0 18.19 1.06 –0.6 46.8

L.M. Ericsson Tel B Sweden Telecom Equipment 20.6 53.00 1.92 –44.2 –59.2

Diageo U.K. Distillers & Vintners 42.2 9.24 2.44 –16.0 11.1

...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

BASF 29.9 24.61 19.29% –48.5% –16.8%
Germany (Commodity Chemicals)
Rio Tinto 46.4 26.77 18.56 –40.4 22.1
U.K. (General Mining)
AXA 37.5 14.15 17.57 –54.2 –40.4
France (Full Line Insurance)
ENI 92.2 17.91 17.52 –28.9 –19.9
Italy (Integrated Oil & Gas)
Intesa Sanpaolo 38.8 2.55 17.51 –53.3 –34.5
Italy (Banks)
ABB 28.3 13.87 15.58 –59.5 43.9
Switzerland (Industrial Machinery)
UBS 44.6 17.30 15.18 –68.6 –66.1
Switzerland (Banks)
Deutsche Telekom 65.7 11.72 15.01 –17.2 –21.2
Germany (Mobile Telecom)
Banco Santander 61.6 7.66 14.33 –48.9 –26.8
Spain (Banks)
BHP Billiton 34.9 9.60 13.95 –47.6 14.7
U.K. (General Mining)
Banco Bilbao Vizcaya 39.7 8.25 13.95 –52.5 –44.1
Spain (Banks)
Total 130.5 42.83 13.64 –23.1 –17.8
France (Integrated Oil & Gas)
ING Groep 17.1 6.41 13.45 –79.4 –73.7
Netherlands (Life Insurance)
Bayer 42.7 43.44 13.39 –24.5 49.9
Germany (Specialty Chemicals)
Royal Dutch Shell 98.5 21.60 12.79 –28.5 –15.5
U.K. (Integrated Oil & Gas)
Royal Bk of Scot 17.3 0.64 12.68 –85.2 –85.7
U.K. (Banks)
SAP 42.3 26.39 12.54 –29.3 –26.0
Germany (Software)
Koninklijke Philips 19.2 14.30 12.51 –49.9 –34.9
Netherlands (Consumer Electronics)
ArcelorMittal 33.6 18.05 11.94 –67.4 ...
Luxembourg (Iron & Steel)
Credit Suisse Grp 39.2 39.28 11.40 –49.6 –32.2
Switzerland (Banks)

Deutsche Bk 16.9 24.80 11.39% –73.1% –68.5%
Germany (Banks)
UniCredit 29.3 1.71 11.21 –71.1 –64.3
Italy (Banks)
Telefonica 85.3 14.10 10.76 –38.1 10.8
Spain (Fixed Line Telecom)
HSBC Hldgs 147.0 7.50 10.58 –21.1 –15.8
U.K. (Banks)
BP 170.4 5.06 9.59 –19.1 –19.5
U.K. (Integrated Oil & Gas)
BNP Paribas 63.3 54.00 9.53 –29.0 –14.5
France (Banks)
Vodafone Grp 113.8 1.20 8.41 –36.6 –19.8
U.K. (Mobile Telecom)
Soc. Generale 27.4 36.09 8.26 –66.7 –59.6
France (Banks)
France Telecom 68.1 20.26 7.80 –20.4 –7.6
France (Fixed Line Telecom)
Nokia 60.5 12.38 7.28 –54.7 –12.5
Finland (Telecom Equipment)
GDF Suez 99.8 35.43 6.64 –9.6 39.2
France (Multiutilities)
Sanofi-Aventis 82.6 48.88 6.02 –19.3 –25.7
France (Pharmaceuticals)
Barclays 25.3 1.90 5.72 –67.7 –65.8
U.K. (Banks)
Assicurazioni Genli 34.7 19.17 5.50 –41.6 –15.3
Italy (Full Line Insurance)
Iberdrola 33.7 5.25 5.21 –52.8 –4.9
Spain (Conventional Electricity)
Unilever 41.6 18.89 5.12 –15.6 –4.1
Netherlands (Food Products)
Roche Hldg Pt. Ct. 104.1 168.50 4.53 –14.7 –12.2
Switzerland (Pharmaceuticals)
Tesco 42.6 3.32 4.30 –31.9 10.4
U.K. (Food Retailers & Wholesalers)
Nestle 151.8 45.06 3.59 –15.7 17.4
Switzerland (Food Products)
Astrazeneca 57.4 24.23 3.15 2.1 –4.9
U.K. (Pharmaceuticals)

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 -4.55% -30.42% -38.3% -42.9% -43.5%
Merger Arbitrage -0.27% -7.36% -10.0% -9.4% -10.9%
Event Driven -0.98% -13.30% -17.1% -19.0% -20.4%
Distressed Securities -4.13% -14.00% -21.2% -26.7% -28.7%
Equity Market Neutral 0.02% 0.75% -3.9% -3.7% -2.3%
Equity Long/Short 0.18% -5.33% -11.3% -13.0% -12.7%

*Estimates as of 10/28/08, 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 1.70 97.75% 0.01% 1.91 1.18 1.39

Eur. High Volatility: 10/1 3.55 94.40 0.02 4.06 2.16 2.88

Europe Crossover: 10/1 8.52 89.98 0.06 9.20 5.74 7.11

Asia ex-Japan IG: 10/1 5.86 85.42 0.02 6.63 1.99 3.40

Japan: 10/1 3.10 92.83 0.02 3.23 1.58 2.16

 Note: Data as of October 28

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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German union may hold
strikes over pay demands

VW’s stock hits a curb
Porsche aims to calm
volatility with plan
to sell some options

Source: Thomson Reuters Datastream
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Wednesday: Œ517, down 45%
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U.S. auto brands lose franchise value

EU lender may provide
$50 billion for auto firms

Sales abroad no longer buoy GM

Peugeot cars on a lot in Germany. Sluggish sales have given Europe’s auto makers
less money to invest in the environmentally friendly vehicles that the EU wants.

By Mike Barris

General Motors Corp. said its
third-quarter vehicle sales dropped
11% world-wide, the latest indica-
tion that growth overseas has
ceased to offset slumping sales in
North America.

GM, marking its third straight
quarterly sales decline, sold 2.11 mil-
lion vehicles during the quarter. That
pushed the company, until recently
the world’s largest auto maker by
sales, further behind Toyota Motor
Corp., which last week reported glo-
bal third-quarter sales of 2.24 million
vehicles,down 4% from a year earlier.

A depressed U.S. market and a
consumer shift toward smaller cars
and away from trucks, which ac-
count for much of the auto maker’s
revenue, are hurting GM in North

America. Until this year, overseas
growth had kept GM’s total vehicle
sales rising, but sales in Western Eu-
rope have slid, and key emerging
markets are showing signs of weak-
ness as economic and credit turmoil
sap consumer confidence.

The global sales data underscore
the challenges GM faces. Investors
worry the company could face a cash
shortfall as soon as next year. GM is
scrambling to cut costs and sell as-
sets, as part of a plan to add $15 bil-
lion in liquidity by the end of 2009,
and talks continue on a possible
merger with Chrysler LLC.

GM’s third-quarter sales in North
America fell 19% to 977,804 vehicles,
while sales in Western Europe fell
12% to 459,219 vehicles. Weakness in
the two regions, accounting for
about 68% of GM’s overall sales in

the period, more than offset growth
in other regions. Sales in GM’s Latin
America, Africa and Middle East
business rose 3.4%, while Asian-Pa-
cific sales were up 2.6%.

The sales weakness in Europe
stems from housing-market prob-
lems, tight credit and waning con-
sumer sentiment—many of the same
factors that have weighed on U.S.
sales. In the past week, several Euro-
pean auto makers have lowered their
salesandearningsprojections,owing
to the sharp downturn in the region.

Analysts predict the U.S. auto in-
dustry is in for a bruising October,
following a September that saw
auto sales hit lows not seen since
the early 1990s.
 —Sharon Terlep

and Yoshio Takahashi
contributed to this article.

FOCUS ON AUTOMOBILES

In a move to put the brakes on
Volkswagen AG’s share-price volatil-
ity, Porsche Automobil Holding SE
said it plans to sell as much as 5% of
its options linked to common shares
in the auto maker.

Shares in Volkswagen fell 45% to
end at Œ517 ($657) Wednesday, fol-

lowing two days of huge gains amid a
wave of short-selling.

Prior to Porsche’s move Wednes-
day, VW shares had been up 348%
over Monday and Tuesday and 267%
in the past month, as short sellers
rushed to pay ever-higher prices for
shares they need to exit from posi-
tions. Germany’s securities regulator,
Bafin, said Wednesday it had begun a
formal investigation into VW’s dra-
matic price swings for signs of mar-
ket manipulation.

The partial option sale is designed
“to avoid further market distortions
and the resulting consequences for
those involved,” Porsche said.

“Porsche denies all responsibility
for these market distortions and for
the resulting risks to which the short
sellers have exposed themselves,”
the company said.

The surge in VW shares created

one of the biggest losses from a sin-
gle short-selling bet in recent mem-
ory, dealing a punishing blow to
hedge funds around the world.

The funds are expected to face bil-
lions of dollars in losses, according to
prime brokers familiar with the posi-
tions, because they were wagering
that VW shares would fall. Instead,
shares of the big German auto maker
soared after Porsche said it had
boosted its VW stake.

Those affected by the moves in-
clude Greenlight Capital, SAC Capi-
tal, Glenview Capital, Marshall
Wace, Tiger Asia, Perry Capital and
Highside Capital, according to peo-
ple familiar with the funds.

In short squeezes, investors who
borrowed and sold stock expecting
its value to fall exit from the trades by

buying those shares, or “covering”
their positions. That can send a stock
up if shares are hard to come by.
When shares are scarce, that can
push a company’s market capitaliza-
tion well beyond reason.

The recent stock gains left Volks-
wagen’s market value at about $346
billion Tuesday, just below that of the
world’s largest publicly traded corpo-
ration, Exxon Mobil Corp. Late Tues-
day, stock market Deutsche Börse AG
said it would cap Volkswagen’s
weighting in the DAX index at 10% as
of next Monday. After Tuesday’s
surge, Volkswagen’s weighting in the
DAX had soared to 27%, up from 6.8%
at this past Friday’s close.

With VW shares pushing astro-
nomical levels, some hedge funds are
calling foul. They are accusing Por-
sche, already a 42.6% VW holder, of
misleading them about its intent to
gain full control of VW.

On Sunday, Porsche disclosed it
held so-called cash-settled options to
potentially acquire another 31.5% of
VW, which could give it a near-75%
stakeintheautogiant.Manyfundshad
been focused on Porsche’s previous
statements, which they say suggested
Porschewouldn’t makesuch amove.

The panic buying was in part be-
cause the Porsche announcement sug-
gested there were relatively few
shares freely traded in the market,
since the German state of Lower Sax-
ony controls slightly more than 20%
of the voting rights.
 —Christoph Rauwald

and Edward Taylor
contributed to this article.

By Kate Linebaugh

And Neal E. Boudette

DETROIT—Two big auto dealer-
ship chains delivered more bad
news for domestic car makers:
Many Detroit auto franchises have
become practically worthless.

In third-quarter earnings re-
ports Tuesday, Group 1 Automotive
Inc. and Sonic Automotive Inc. an-
nounced charges of a combined $51
million reflecting declining “fran-
chise value” for stores that sell
brands from General Motors Corp.,
Ford Motor Co., and Chrysler LLC.
Franchise value is a measure of the
potential profit a company can
make from holding the right to sell
new vehicles and to provide war-

ranty repairs for a certain make of
automobiles.

Group 1, the fourth-largest deal-
ership chain in the U.S., took a write-
down of $30 million related to its De-
troit-brand dealerships. Sonic, the
third-largest chain, reported a write-
down of $21 million.

In a telephone interview, Group 1
Chief Executive Earl Hesterburg
said Group 1’s charge means the
company has essentially written off
the value of its GM, Ford and
Chrysler stores.

The charges pushed both dealer-
ship chains into the red. Group 1 re-
ported a net loss of $20.6 million, com-
pared with a profit of $20.8 million a
year ago, while Sonic lost $25.3 mil-
lion in the third quarter, compared to

a profit of $26.1 million a year ago.
More similar write-downs could

be coming from other dealership
chains in the next week or so. Auto-
Nation Inc., the largest U.S. chain of
auto dealerships, reports its third
quarter earnings early next month.
The company declined to comment
ahead of its announcement.

The company reported third-
quarter revenue fell 12% to $1.4 bil-
lion, due to the impact of the finan-
cial crisis and hurricanes that hit
the Houston and New Orleans areas.
The National Automobile Dealers
Association expects 700 new-car
dealerships to close this year, up
from 430 in 2007.

 —Sharon Terlep contributed to
this article.

By Carolyn Henson

And Alessandro Torello

BRUSSELS–European car mak-
ers should be able to get financial
help from the European Investment
Bank to help them meet the cost of
developing more environmentally-
friendly cars, the European Union
said Wednesday.

The investment bank, the Euro-
pean Union’s long-term lending in-
stitution, could make Œ40 billion
(about $50 billion) in low-interest
loans available to auto makers, said
Günther Verheugen, EU Commis-
sioner for Industry. The package
would help them meet low-emission
targets despite the harsh economic
slowdown.

The matter will have to be put to
the investment bank for consider-
ation, Mr. Verheugen said after
meeting with representatives from
European car makers in Brussels to
discuss the challenges facing the in-
dustry.

“We don’t have loans from the
banks and we don’t have clients,”
said Christian Streiff, president of

the European Automobile Manufac-
turers’ Association and also chief ex-
ecutive of France’s PSA Peugeot-Cit-
roën.

New car sales in Europe slumped
10% in the third quarter and are
likely to drop even more in the
fourth, said Mr. Streiff. He added
that he expects further develop-
ments on the loan package by Christ-
mas.

Sluggish demand for new cars,
along with higher prices for raw ma-
terials, have led many auto makers—
including Peugeot and Daimler
AG—to cut their profit forecasts
and revise sales targets for the year.

At the same time, the EU is nego-
tiating ambitious targets to limit
greenhouse-gas emissions for new
cars from 2012, which car makers
say will require massive invest-
ments.

The European auto industry has
said it needs the Œ40 billion in aid to
match a similar move by the U.S. gov-
ernment. Last month, Congress ap-
proved $25 billion in loans to help
General Motors Corp., Ford Motor
Co. and Chrysler LLC to develop
more fuel-efficient vehicles.

Associated Press

By Roman Kessler

FRANKFURT—German engineer-
ing union IG Metall is planning a
weeklong series of concentrated
warning strikes at all major automo-
bile and engineering companies to
press for real wage increases, a high-
ranking union negotiator said.

Employers and union delegates
are set to meet for talks Thursday in
southern Baden-Württemberg, the
heartland of Germany’s auto indus-
try. But those talks are likely to end
unresolved, with IG Metall expected
to walk away in order to raise the
pressure on employers.

IG Metall has scheduled an inter-
nal meeting for Nov. 10, when it will
discuss whether further talks should
be pursured or whether a full strike
is the union’s better option, said
ArminSchild,IG Metall’s top negotia-
tor for the central German region.

The strikes would come as com-
panies struggle to fill their order
books and Germany’s economic out-
look looks increasingly gloomy.
Auto makers including Daimler AG,
BMW AG and their suppliers such as

Continental AG have said they will
close factory gates to save costs.

Germany’sfederalgovernmentre-
cently slashed its forecast for eco-
nomic growth in 2009 by a full per-
centage point to 0.2%. But some econ-
omists still deem it overly optimistic.

“Bargaining power has quite
clearly shifted to the employer side as
a hard stance from the union could
cost a lot of jobs,” said economist
Jacques Cailloux at RBS in London.

Employers organized in the
Gesamtmetall association said they
are likely to make an initial wage of-
fer Thursday. It will likely be much
lower than the 8% wage demand IG
Metall is calling for, officials said.
The union decided to up this year’s
wage demand from the 6.5% it
claimed in spring 2007, to compen-
sate for higher inflation and get a
fair share of fat company profits.

At this point, “concentrated
warning strikes make a lot of sense.
We want to create a climate for a
rather swift solution,” Mr. Schild
said. “We will launch a massive
wave of warning strikes and hit all
the big names.”

By Gregory Zuckerman, Jenny
Strasburg and Mike Esterl
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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.

3.63% 10 World -a % % 171.05 4.19% –46.6% 5.43% 13 U.S. Select Dividend -b % % 620.36 –0.78% –31.3%

3.56% 10 Stoxx Global 1800 177.80 0.91% –38.2% 170.62 3.95% –45.1% 4.90% 12 Infrastructure 1321.50 1.02% –31.4% 1611.39 3.57% –39.4%

3.77% 11 Stoxx 600 -p 199.40 2.25% –48.2% 185.81 2.47% –55.2% 2.85% 7 Luxury 649.10 4.43% –47.4% 701.62 6.73% –53.6%

3.88% 10 Stoxx Large 200 -p 218.90 2.44% –47.0% 202.84 2.65% –54.2% 12.69% 2 BRIC 50 232.30 1.71% –60.2% 282.43 3.95% –65.0%

3.09% 11 Stoxx Mid 200 -p 164.20 1.25% –52.6% 152.12 1.46% –59.0% 7.62% 3 Africa 50 655.50 1.43% –40.4% 530.48 3.66% –47.4%

3.47% 10 Stoxx Small 200 -p 100.60 1.40% –55.3% 93.20 1.61% –61.3% 8.87% 6 GCC 40 714.90 –1.36% –29.4% 583.14 1.61% –37.3%

3.79% 10 Euro Stoxx -p 215.20 2.88% –49.8% 200.53 3.09% –56.6% 4.25% 9 Sustainability 712.70 2.14% –40.6% 773.84 5.30% –47.2%

3.87% 10 Euro Stoxx Large 200 -p 233.60 3.27% –49.4% 216.28 3.48% –56.3% 2.89% 10 Islamic Market -a % % 1455.91 4.11% –42.1%

3.31% 11 Euro Stoxx Mid 200 -p 185.60 0.85% –51.1% 171.79 1.06% –57.7% 3.11% 10 Islamic Market 100 1559.10 –0.61% –28.2% 1716.02 2.47% –36.1%

3.55% 10 Euro Stoxx Small 200 -p 111.00 1.07% –53.5% 102.68 1.28% –59.8% 7.44% 5 Islamic Turkey -c 1745.40 % –42.9% % %

9.20% 7 Stoxx Select Dividend 30 -p 1209.60 1.57% –62.0% 1291.34 1.79% –67.1% 2.80% 13 Wilshire 5000 % % 9316.48 –0.26% –40.6%

6.29% 7 Euro Stoxx Select Div 30 -p 1238.00 –2.98% –62.6% 1326.76 –2.78% –67.7% % DJ-AIG Commodity 141.30 0.11% –17.9% 128.05 0.32% –29.0%

*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 1.4971 2.4434 1.3164 0.1952 0.0556 0.2233 0.0153 0.3951 1.9252 0.2584 1.2128 ...

 Canada 1.2344 2.0146 1.0854 0.1609 0.0458 0.1841 0.0126 0.3257 1.5874 0.2131 ... 0.8245

 Denmark 5.7927 9.4540 5.0936 0.7553 0.2152 0.8641 0.0593 1.5286 7.4491 ... 4.6927 3.8692

 Euro 0.7776 1.2691 0.6838 0.1014 0.0289 0.1160 0.0080 0.2052 ... 0.1342 0.6300 0.5194

 Israel 3.7897 6.1849 3.3323 0.4941 0.1408 0.5653 0.0388 ... 4.8733 0.6542 3.0700 2.5313

 Japan 97.6300 159.3370 85.8474 12.7296 3.6262 14.5640 ... 25.7623 125.5473 16.8540 79.0911 65.2120

 Norway 6.7035 10.9404 5.8945 0.8740 0.2490 ... 0.0687 1.7689 8.6204 1.1572 5.4306 4.4776

 Russia 26.9233 43.9402 23.6740 3.5104 ... 4.0163 0.2758 7.1044 34.6220 4.6478 21.8108 17.9834

 Sweden 7.6695 12.5170 6.7439 ... 0.2849 1.1441 0.0786 2.0238 9.8626 1.3240 6.2131 5.1228

 Switzerland 1.1373 1.8560 ... 0.1483 0.0422 0.1697 0.0116 0.3001 1.4624 0.1963 0.9213 0.7596

 U.K. 0.6127 ... 0.5388 0.0799 0.0228 0.0914 0.0063 0.1617 0.7879 0.1058 0.4964 0.4093

 U.S. ... 1.6320 0.8793 0.1304 0.0371 0.1492 0.0102 0.2639 1.2860 0.1726 0.8101 0.6679

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.

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

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 420.75 30.00 7.68% 799.25 258.50
Soybeans (cents/bu.) CBOT 947.00 59.00 6.64 1,649.00 799.50
Wheat (cents/bu.) CBOT 561.25 47.25 9.19 1,284.25 430.00
Live cattle (cents/lb.) CME 91.000 2.125 2.39 115.325 86.875
Cocoa ($/ton) ICE-US 2,137 171 8.70 3,273 1,845
Coffee (cents/lb.) ICE-US 112.20 4.50 4.18 178.90 105.05
Sugar (cents/lb.) ICE-US 12.09 0.95 8.53 15.85 9.89
Cotton (cents/lb.) ICE-US 46.88 0.21 0.45 98.45 45.35
Crude palm oil (ringgit/ton) MDEX 1,435.00 –24 –1.64% 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,345 46 3.54 1,706 979
Robusta coffee ($/ton) LIFFE 1,642 38 2.37 2,747 1,580

Copper (cents/lb.) COMEX 208.80 22.95 12.35 404.50 162.65
Gold ($/troy oz.) COMEX 754.00 13.50 1.82 1,048.00 437.00
Silver (cents/troy oz.) COMEX 980.50 101.50 11.55 2,155.00 601.00
Aluminum ($/ton) LME 2,160.00 89.50 4.32 3,340.00 1,928.00
Tin ($/ton) LME 14,900.00 305.00 2.09 25,450 11,200
Copper ($/ton) LME 4,420.00 340.00 8.33 8,811.00 3,708.00
Lead ($/ton) LME 1,538.00 103.00 7.18 3,740.00 1,160.00
Zinc ($/ton) LME 1,220.00 45.00 3.83 2,840.00 1,095.00
Nickel ($/ton) LME 12,675 775 6.51 34,050 9,000

Crude oil ($/bbl.) NYMEX 67.50 4.77 7.60 148.60 19.75
Heating oil ($/gal.) NYMEX 2.0251 0.0916 4.74 4.2935 1.9089
RBOB gasoline ($/gal.) NYMEX 1.5060 0.0965 6.85 3.5547 1.3864
Natural gas ($/mmBtu) NYMEX 7.055 0.359 5.36 14.546 0.117
Brent crude ($/bbl.) ICE-EU 67.13 4.96 7.98 150.25 60.72
Gas oil ($/ton) ICE-EU 656.25 34.75 5.59 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 29
Per In

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

Argentina peso-a 4.3320 0.2308 3.3688 0.2968

Brazil real 2.7359 0.3655 2.1275 0.4700
Canada dollar 1.5874 0.6300 1.2344 0.8101

1-mo. forward 1.5874 0.6300 1.2344 0.8101
3-mos. forward 1.5856 0.6307 1.2331 0.8110
6-mos. forward 1.5830 0.6317 1.2310 0.8124

Chile peso 859.01 0.001164 668.00 0.001497
Colombia peso 3054.26 0.0003274 2375.10 0.0004210
Ecuador US dollar 1.2860 0.7776 1 1
Mexico peso-a 16.6239 0.0602 12.9273 0.0774
Peru sol 3.9845 0.2510 3.0985 0.3227
Uruguay peso-e 29.705 0.0337 23.100 0.0433
U.S. dollar 1.2860 0.7776 1 1
Venezuela bolivar 2.76 0.362146 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9252 0.5194 1.4971 0.6680
China yuan 8.8059 0.1136 6.8478 0.1460
Hong Kong dollar 9.9681 0.1003 7.7516 0.1290
India rupee 63.5002 0.0157 49.3800 0.0203
Indonesia rupiah 13888 0.0000720 10800 0.0000926
Japan yen 125.55 0.007965 97.63 0.010243

1-mo. forward 125.40 0.007975 97.51 0.010255
3-mos. forward 124.85 0.008009 97.09 0.010300
6-mos. forward 124.26 0.008047 96.63 0.010349

Malaysia ringgit-c 4.6043 0.2172 3.5805 0.2793
New Zealand dollar 2.1982 0.4549 1.7094 0.5850
Pakistan rupee 104.676 0.0096 81.400 0.0123
Philippines peso 63.012 0.0159 49.000 0.0204
Singapore dollar 1.9255 0.5194 1.4973 0.6679
South Korea won 1785.54 0.0005601 1388.50 0.0007202
Taiwan dollar 42.758 0.02339 33.250 0.03008
Thailand baht 44.848 0.02230 34.875 0.02867

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

Euro zone euro 1 1 0.7776 1.2860
1-mo. forward 1.0009 0.9991 0.7783 1.2848
3-mos. forward 1.0015 0.9985 0.7788 1.2841
6-mos. forward 1.0026 0.9974 0.7797 1.2826

Czech Rep. koruna-b 23.787 0.0420 18.498 0.0541
Denmark krone 7.4491 0.1342 5.7927 0.1726
Hungary forint 255.79 0.003909 198.91 0.005027
Norway krone 8.6204 0.1160 6.7035 0.1492
Poland zloty 3.5491 0.2818 2.7599 0.3623
Russia ruble-d 34.622 0.02888 26.923 0.03714
Slovak Rep. koruna 30.5079 0.03278 23.7240 0.04215
Sweden krona 9.8626 0.1014 7.6695 0.1304
Switzerland franc 1.4624 0.6838 1.1373 0.8793

1-mo. forward 1.4613 0.6843 1.1363 0.8800
3-mos. forward 1.4578 0.6860 1.1336 0.8821
6-mos. forward 1.4563 0.6867 1.1325 0.8830

Turkey lira-d 1.9498 0.5129 1.5162 0.6595
U.K. pound 0.7879 1.2691 0.6127 1.6320

1-mo. forward 0.7893 1.2669 0.6138 1.6292
3-mos. forward 0.7916 1.2633 0.6156 1.6245
6-mos. forward 0.7943 1.2590 0.6177 1.6190

MIDDLE EAST/AFRICA
Bahrain dinar 0.4848 2.0627 0.3770 2.6525
Egypt pound-a 7.1852 0.1392 5.5875 0.1790
Israel shekel 4.8733 0.2052 3.7897 0.2639
Jordan dinar 0.9101 1.0987 0.7078 1.4129
Kuwait dinar 0.3452 2.8968 0.2685 3.7251
Lebanon pound 1930.21 0.0005181 1501.00 0.0006662
Saudi Arabia riyal 4.8233 0.2073 3.7508 0.2666
South Africa rand 12.8525 0.0778 9.9946 0.1001
United Arab dirham 4.7237 0.2117 3.6733 0.2722
SDR -f 0.8630 1.1587 0.6711 1.4900

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 600 213.72 14.28 7.16% –41.4% –45.0%

 11 DJ Stoxx 50 2266.15 204.41 9.91 –38.5% –41.7%

 10 Euro Zone DJ Euro Stoxx 228.84 13.61 6.32 –44.8% –47.0%

 9 DJ Euro Stoxx 50 2515.24 133.56 5.61 –42.8% –44.0%

 5 Austria ATX 1821.49 86.89 5.01 –59.6% –62.6%

 6 Belgium Bel-20 2022.86 124.51 6.56 –51.0% –54.5%

 7 Czech Republic PX 791.9 92.1 13.16 –56.4% –58.5%

 9 Denmark OMX Copenhagen 246.02 18.00 7.89 –45.2% –49.4%

 8 Finland OMX Helsinki 6010.05 335.35 5.91 –48.2% –52.0%

 7 France CAC-40 3402.57 287.65 9.23 –39.4% –41.8%

 9 Germany DAX 4808.69 –14.76 –0.31% –40.4% –40.0%

 … Hungary BUX 13399.05 1654.30 14.09 –48.9% –51.1%

 2 Ireland ISEQ 2679.37 159.34 6.32 –61.4% –66.1%

 6 Italy S&P/MIB 20466 1838 9.87 –46.9% –49.5%

 4 Netherlands AEX 259.58 21.62 9.09 –49.7% –52.6%

 5 Norway All-Shares 267.12 7.09 2.73 –53.1% –55.1%

 17 Poland WIG 27497.03 1622.98 6.27 –50.6% –56.4%

 8 Portugal PSI 20 6227.13 413.78 7.12 –52.2% –52.1%

 … Russia RTSI 644.00 68.36 11.88% –71.9% –71.0%

 7 Spain IBEX 35 8650.1 744.7 9.42 –43.0% –45.6%

 15 Sweden OMX Stockholm 193.50 10.94 5.99 –45.0% –49.6%

 11 Switzerland SMI 5880.57 342.03 6.18 –30.7% –34.8%

 … Turkey ISE National 100 24895.16 Closed –55.2% –56.8%

 7 U.K. FTSE 100 4242.54 316.16 8.05 –34.3% –36.9%

 9 ASIA-PACIFIC DJ Asia-Pacific 84.33 3.05 3.75 –46.7% –50.8%

 … Australia SPX/ASX 200 3845.6 51.0 1.34 –39.3% –43.1%

 … China CBN 600 13136.16 –404.49 –2.99% –68.3% –69.3%

 8 Hong Kong Hang Seng 12702.07 105.78 0.84 –54.3% –59.5%

 10 India Sensex 9044.51 36.43 0.40 –55.4% –54.4%

 … Japan Nikkei Stock Average 8211.90 589.98 7.74 –46.4% –50.9%

 … Singapore Straits Times 1671.20 4.71 0.28 –51.8% –55.6%

 11 South Korea Kospi 968.97 –30.19 –3.02 –48.9% –53.1%

 11 AMERICAS DJ Americas 233.85 2.96 1.28 –38.0% –41.2%

 … Brazil Bovespa 35385.38 1998.73 5.99 –44.6% –46.3%

 10 Mexico IPC 19215.84 583.31 3.13 –34.9% –39.0%

*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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of October 28, 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* 218.29 6.95%–45.9% –47.0%

3.20% 13 World (Developed Markets) 892.19 6.97%–43.8% –45.4%

2.90% 14 World ex-EMU 106.27 7.61%–41.3% –43.4%

3.00% 14 World ex-UK 896.53 7.42%–42.8% –44.4%

4.10% 10 EAFE 1,110.16 2.72%–50.7% –51.7%

3.20% 10 Emerging Markets (EM) 484.93 6.73%–61.1% –59.8%

4.70% 9 EUROPE 70.06 2.36%–45.0% –46.9%

4.90% 9 EMU 124.02 3.23%–55.7% –54.9%

4.50% 10 Europe ex-UK 76.23 2.33%–45.3% –46.7%

6.30% 8 Europe Value 75.28 0.61%–50.3% –53.1%

3.10% 12 Europe Growth 63.13 3.95%–39.6% –40.5%

4.00% 10 Europe Small Cap 103.94 0.75%–51.7% –55.3%

3.00% 7 EM Europe 162.20 8.27%–66.3% –63.1%

5.20% 8 UK 1,164.22 1.86%–39.4% –39.8%

4.40% 10 Nordic Countries 98.28 0.57%–52.3% –56.3%

2.10% 6 Russia 377.55 8.70%–74.9% –70.6%

4.00% 12 South Africa 479.76 3.73%–32.7% –32.8%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 214.28 4.70%–59.5% –59.9%

2.20% 14 Japan 486.34 4.95%–48.3% –52.9%

2.80% 11 China 30.20 11.07%–64.6% –65.8%

1.30% 14 India 350.24 5.84%–59.0% –50.1%

2.20% 10 Korea 283.61 5.47%–45.1% –46.5%

6.50% 10 Taiwan 166.76 0.72%–50.1% –54.2%

2.30% 18 US BROAD MARKET 1,009.93 10.15%–36.7% –39.1%

1.70% 36 US Small Cap 1,209.62 7.62%–39.1% –42.3%

2.70% 11 EM LATIN AMERICA 1,889.78 12.83%–57.1% –54.3%

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

GLOBAL MARKETS LINEUP
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STMicro posts loss, offers
bleak chip-industry outlookTelenor buys into India

Norwegian company
to acquire big stake
in Unitech start-up

CORPORATE NEWS

By Jethro Mullen

PARIS—STMicroelectronics NV
posted a third-quarter loss, hit by
charges, and scaled back its forecast
for growth in the overall semicon-
ductor market in 2008 as the effects
of the financial crisis spill into the
broader economy.

Europe’s largest semiconductor
company by revenue reported a net
loss of $289 million, compared with
a net profit of $187 million a year
earlier. The latest results were
weighed down by a $344 million
charge related to the spin-off of the
company’s flash-memory segment
into a joint venture with Intel Corp.
called Numonyx. Revenue rose 5.1%
to $2.7 billion from $2.57 billion.

STMicro said it now expects the
overall chip market to grow

“slightly below 3%” in 2008, down
from a previous forecast of 4% to
5%, Chief Executive Carlo Bozotti
said in a conference call. Mr. Bozotti
said it would be premature to give a
forecast for 2009, considering the
limited visibility.

STMicro’s own organic revenue
growth—which strips out acquisi-
tions and disposals—will be “close
to 8%” in 2008, Mr. Bozotti said. The
company previously forecast dou-
ble-digit revenue growth.

Still, STMicro’s outlook is “signif-
icantly better” than forecasts from
Texas Instruments Inc. and other ri-
vals, JPMorgan analysts said in a
note to investors. The company’s
gross-margin forecast of around
39% is also strong, but “likely
mainly due to the weakening of the
euro,” the analysts said.

Norway’s Telenor ASA said it
will spend more than 61.2 billion ru-
pees ($1.23 billion) to buy as much
as a 60% stake in a start-up telecom-
munications unit of India’s Unitech
Ltd., becoming the latest foreign
company to enter the world’s sec-
ond-biggest mobile-phone market.

Under the pact, Telenor will sub-
scribe to new shares in Unitech

Wireless, resulting in an enterprise
value of 116.20 billion rupees for the
telecom unit, Unitech said.

Unitech Wireless will compete
with companies such as Bharti Air-
tel Ltd., the largest by number of mo-
bile users, and Reliance Communi-
cations Ltd., the second largest,
along with Vodafone Group PLC for
a share of India’s telecom market.

“The competitors that we will
meet are very professional already.
However, with Unitech together, we

feel that there is room for another
entrant,” said Sigve Brekke, execu-
tive vice president and head of Tele-
nor Asia.

The deal is subject to Indian regu-
latory approval.

Unitech, based in New Delhi, is
one of India’s leading realty compa-
nies. Unitech and other realty com-
panies in India are diversifying into
sectors such as telecommunications
and insurance as six-year-high loan
rates and higher property prices
damp real-estate demand.

Oslo-based Telenor is
54%-owned by Norway’s Ministry of
Industry and Trade. The partner-
ship with Unitech will help Telenor
move into India’s mobile-phone mar-
ket, where more than eight million
users are added each month.

Unitech Wireless plans to start op-
erations in the first half. Unitech said

it will invest more than $3 billion.
The country’s mobile-phone

user base is expected to exceed 737
million by 2012, growing 21% a year,
IT research and advisory firm Gart-
ner Inc. said in a recent report. India
had more than 315 million users at
the end of last month, according to
government data.

Telenor on Wednesday posted a
33% drop in third-quarter net profit,
though it reiterated its full 2008 rev-
enue growth target of 3%.

Net profit fell to three billion Nor-
wegian kroner ($440.7 million)
from 4.45 billion kroner a year ear-
lier, hit in part by a fall in the fair
value of some financial instru-
ments. Revenue rose 2.8% to 23.79
billion kroner, lifted by subscriber
growth in Asia.
 —Adam Ewing in Stockholm

contributed to this article.

By Santanu Choudhury, Nitin
Luthra and Romit Guha in New
Delhi

By Jessie Ho

TAIPEI—United Microelectron-
ics Corp. posted its first quarterly
loss in almost seven years due to an
asset-impairment charge. In a sign
of tough times ahead, the chip maker
warned that profit margins will dete-
riorate in the fourth quarter.

The company, one of the world’s
largest made-to-order chip compa-
nies, also cut its capital spending
budget for this year by as much as
43% to US$400 million to $500 mil-
lion, joining other Asian technology
companies in recent weeks to cut
back on facility investments. It had
originally earmarked US$500 mil-
lion to $700 million on capital spend-
ing in 2008.

“We will be more conservative in
capacity expansion for the next year
because of the industry trough,”
Chief Executive Shih-Wei Sun said.

Still, Mr. Sun said, UMC will con-
tinue to consider any merger and ac-
quisition opportunities, because it
has sufficient funds. As of Sept. 30,
UMC had cash and cash equivalents
totaling 25.19 billion New Taiwan
dollars (US$752.9 million).

UMC’s chief financial officer, Chi-
tung Liu, said it is a good time for
bargain hunting and the company is
keeping its eyes open for potential
acquisition targets. Mr. Liu declined
to disclose possible buying targets.

For the three months ended
Sept. 30, UMC swung to a net loss of
NT$1.41 billion from a net profit of
NT$9.23 billion a year earlier, while
revenue fell 20% to NT$24.75 billion
from NT$31.03 billion a year earlier.

The loss, UMC’s first quarterly
loss since the fourth quarter of
2001, reflected in part the compa-
ny’s stake in Silicon Integrated Sys-
tems Corp., Mr. Liu said. UMC owns
at least 16.2% of Silicon Integrated,
a chip designer, whose share price
dropped 37% in the third quarter
amid the general market weakness.

UMC posts loss,
but keeps eye out
for acquisitions
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KBL Key Major Em Mkts GL EQ LUX 10/27 USD 292.09 –68.6 –68.5 –27.0
KBL Key NaturalRes EUR OT EQ LUX 10/27 EUR 312.50 –49.7 –51.2 NS
KBL Key NaturalRes USD OT EQ LUX 10/27 USD 296.57 –57.1 –57.6 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 10/24 USD 35.29 –58.7 –60.1 –17.9
LG Asian SmallerCo's AS EQ BMU 10/28 USD 48.81 –69.3 –71.0 –36.5
LG India EA EQ MUS 10/23 USD 32.69 –65.0 –61.2 –19.9
Siberian Investment Co EE EQ IRL 10/13 USD 22.15 –74.9 –73.3 –39.1

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/28 EUR 30.36 –58.5 –64.4 –28.3
MP-TURKEY.SI OT OT SVN 10/28 EUR 20.45 –59.9 –61.2 –30.9

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 10/28 EUR 3.00 –66.6 –67.4 NS
Parex Eastern Europ Bd EU BD LVA 10/28 USD 9.77 –28.5 –28.4 –12.4
Parex Russian Eq EE EQ LVA 10/28 USD 7.63 –76.0 –74.4 –38.0
Parex Ukrainian Eq EU EQ LVA 10/28 EUR 2.37 –76.9 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 10/29 USD 96.41 –59.1 –64.9 –20.9
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/29 USD 92.68 –59.5 –65.3 –21.5
PF (LUX)-Biotech-Pca OT EQ LUX 10/28 USD 264.69 –20.4 –25.4 –2.3
PF (LUX)-CHF Liq-Pca CH MM LUX 10/28 CHF 123.71 1.4 1.8 1.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/28 CHF 95.49 1.4 1.8 1.8
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/28 EUR 110.16 –50.5 –52.4 –26.8
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/28 USD 73.10 –46.5 –47.3 –15.8
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 10/29 USD 80.59 –65.1 –67.7 –26.3
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/29 USD 271.16 –63.1 –65.3 –25.5
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/28 EUR 77.37 –43.3 –46.1 –22.8
PF (LUX)-EUR Bds-Pca EU BD LUX 10/28 EUR 370.03 2.4 1.0 0.4
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/28 EUR 290.59 2.4 1.0 0.3
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/28 EUR 122.46 –6.6 –8.0 –3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/28 EUR 89.28 –6.6 –8.0 –3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/28 EUR 92.78 –35.2 –37.3 –20.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/28 EUR 60.01 –35.2 –37.3 –20.2
PF (LUX)-EUR Liq-Pca EU MM LUX 10/28 EUR 133.88 3.1 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/28 EUR 100.01 3.1 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/28 EUR 294.49 –51.7 –54.8 –28.9
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/28 EUR 102.75 –44.2 –48.2 –26.1
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/28 USD 157.45 –21.5 –21.1 –7.5
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/28 USD 112.26 –21.5 –21.1 –7.5
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/28 USD 12.44 –48.8 –50.5 –24.8
PF (LUX)-Gr China-Pca AS EQ LUX 10/29 USD 186.66 –56.4 –62.4 –12.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/29 USD 178.11 –66.4 –65.2 –20.9
PF (LUX)-Jap Index-Pca JP EQ LUX 10/29 JPY 7940.45 –44.1 –48.7 –28.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/29 JPY 7162.29 –46.5 –53.4 –33.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/29 JPY 6998.84 –46.8 –53.7 –33.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/29 JPY 3756.07 –45.5 –51.8 –33.2
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/29 USD 150.03 –53.0 –57.4 –17.7
PF (LUX)-Piclife-Pca CH BA LUX 10/28 CHF 683.61 –19.5 –22.8 –10.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/28 EUR 47.40 –38.4 –42.9 –21.3
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/28 USD 22.40 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/28 USD 68.36 –38.7 –43.5 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/28 EUR 322.37 –47.8 –52.8 –24.9
PF (LUX)-US Eq-Ica US EQ LUX 10/28 USD 81.27 –36.9 –38.6 –16.1
PF (LUX)-USA Index-Pca US EQ LUX 10/28 USD 75.16 –35.2 –37.9 –16.4
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/28 USD 487.68 3.3 5.3 5.4
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/28 USD 368.46 3.3 5.3 5.4
PF (LUX)-USD Liq-Pca US MM LUX 10/28 USD 129.81 2.2 2.8 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/28 USD 87.50 2.2 2.8 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/28 EUR 105.51 –32.4 –34.0 –15.2
PF (LUX)-WldGovBds-Pca GL BD LUX 10/28 USD 148.09 0.6 2.3 5.6

PF (LUX)-WldGovBds-Pdi GL BD LUX 10/28 USD 125.32 0.6 2.3 5.6
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/28 USD 50.53 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 10/28 USD 7.90 –45.4 –47.8 –22.5
Japan Fund USD JP EQ IRL 10/29 USD 11.48 –31.8 –36.3 –20.4

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 10/28 EUR 549.84 –44.1 –46.8 NS
Core Eurozone Eq B EU EQ IRL 10/28 EUR 640.83 NS NS NS
Euro Fixed Income A EU BD IRL 10/28 EUR 1141.61 –8.6 –10.2 –5.7
Euro Fixed Income B EU BD IRL 10/28 EUR 1210.18 –8.1 –9.6 –5.1
Euro Small Cap A EU EQ IRL 10/28 EUR 879.99 –50.0 –55.3 –30.9
Euro Small Cap B EU EQ IRL 10/28 EUR 936.02 –49.8 –55.0 –30.5
Eurozone Agg Eq A EU EQ IRL 10/28 EUR 477.20 –50.2 –52.8 NS
Eurozone Agg Eq B EU EQ IRL 10/28 EUR 681.03 –49.9 –52.5 –26.9
Glbl Bd (EuroHdg) A GL BD IRL 10/28 EUR 1182.62 –8.6 –8.8 –4.0
Glbl Bd (EuroHdg) B GL BD IRL 10/28 EUR 1246.47 –8.0 –8.2 –3.4
Glbl Bd A EU BD IRL 10/28 EUR 1031.67 2.3 0.7 –2.3
Glbl Bd B EU BD IRL 10/28 EUR 1090.71 2.8 1.4 –1.7
Glbl Real Estate A OT EQ IRL 10/28 USD 655.57 –48.4 –54.0 –28.7
Glbl Real Estate B OT EQ IRL 10/28 USD 671.12 –48.2 –53.8 –28.3
Glbl Real Estate EH-A OT EQ IRL 10/28 EUR 634.05 –46.0 –51.6 –29.1
Glbl Real Estate SH-B OT EQ IRL 10/28 GBP 59.81 –45.5 –51.0 –28.0
Glbl Strategic Yield A EU BD IRL 10/28 EUR 1125.52 –24.7 –25.8 –11.9
Glbl Strategic Yield B EU BD IRL 10/28 EUR 1195.98 –24.3 –25.4 –11.4
Japan Equity A JP EQ IRL 10/28 JPY 9297.00 –50.0 –54.2 –33.1
Japan Equity B JP EQ IRL 10/28 JPY 9840.00 –49.7 –53.9 –32.7
Multi St Cash Plus EH-A GL EQ IRL 10/28 EUR 931.27 –8.0 –8.2 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/28 USD 1121.66 –57.6 –60.6 –22.5
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/28 USD 1188.45 –57.4 –60.3 –22.0
Pan European Eq A EU EQ IRL 10/28 EUR 704.75 –48.2 –51.1 –27.0
Pan European Eq B EU EQ IRL 10/28 EUR 746.05 –47.9 –50.9 –26.6
US Equity A US EQ IRL 10/28 USD 697.48 –39.9 –42.1 –17.4
US Equity B US EQ IRL 10/28 USD 741.54 –39.6 –41.8 –17.0
US Small Cap A US EQ IRL 10/28 USD 983.00 –42.8 –46.6 –21.3
US Small Cap B US EQ IRL 10/28 USD 1045.75 –42.5 –46.3 –20.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/29 SEK 61.32 –47.4 –51.9 –27.6
Choice Japan Fd JP EQ LUX 10/29 JPY 43.15 –45.4 –50.1 –31.3
Choice Jpn Chance/Risk JP EQ LUX 10/29 JPY 43.26 –51.7 –55.9 –32.2
Choice NthAmChance/Risk US EQ LUX 10/29 USD 2.94 –43.7 –44.8 –21.1
Europe 2 Fd EU EQ LUX 10/29 EUR 0.75 –47.9 –50.9 –25.8
Europe 3 Fd EU EQ LUX 10/29 GBP 2.64 –43.9 –44.2 –19.1
Global Chance/Risk Fd GL EQ LUX 10/29 EUR 0.52 –34.5 –39.6 –20.5
Global Fd GL EQ LUX 10/29 USD 1.68 –43.3 –46.3 –20.2
Intl Mixed Fd -C- NO BA LUX 10/29 USD 21.94 –34.1 –36.3 –13.9
Intl Mixed Fd -D- NO BA LUX 10/29 USD 15.48 –34.1 –36.3 –12.8
Wireless Fd OT EQ LUX 10/29 EUR 0.10 –46.3 –49.8 –21.2

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/29 USD 3.78 –58.4 –62.9 –23.5
Currency Alpha EUR -IC- OT OT LUX 10/29 EUR 10.96 7.2 6.5 NS
Currency Alpha EUR -RC- OT OT LUX 10/29 EUR 10.91 6.9 6.0 NS
Currency Alpha SEK -ID- OT OT LUX 10/29 SEK 106.21 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/29 SEK 108.17 NS NS NS
Generation Fd 80 OT OT LUX 10/29 SEK 6.30 –33.3 –36.4 NS
Nordic Focus EUR NO EQ LUX 10/29 EUR 53.61 –45.8 NS NS
Nordic Focus NOK NO EQ LUX 10/29 NOK 56.98 NS NS NS
Nordic Focus SEK NO EQ LUX 10/29 SEK 56.59 –43.1 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/29 USD 0.67 –58.7 –63.2 –22.9

Choice North America Eq. Fd US EQ LUX 10/29 USD 1.46 –40.0 –41.2 –19.7
Ethical Global Fd GL EQ LUX 10/29 USD 0.63 –42.7 –46.2 –20.6
Ethical Sweden Fd NO EQ LUX 10/29 SEK 26.88 –39.7 –43.7 –20.5
Europe Fd EU EQ LUX 10/29 USD 1.63 –54.2 –55.8 –18.7
Global Equity Fd GL EQ LUX 10/29 USD 1.07 –43.6 –46.7 –19.6
Index Linked Bd Fd SEK OT BD LUX 10/29 SEK 12.70 1.7 3.4 2.7
Medical Fd OT EQ LUX 10/29 USD 2.86 –25.8 –25.2 –10.9
Short Medium Bd Fd SEK NO MM LUX 10/29 SEK 9.09 2.4 2.9 2.8
Technology Fd OT EQ LUX 10/29 USD 1.67 –41.3 –43.6 –16.6
World Fd GL EQ LUX 10/29 USD 1.62 –39.5 –42.4 –12.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/29 EUR 1.26 1.4 1.5 2.2
Short Bond Fd SEK NO MM LUX 10/29 SEK 21.37 1.9 2.4 2.6
Short Bond Fd USD US MM LUX 10/29 USD 2.49 1.4 2.2 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/29 SEK 9.98 –2.3 –2.1 –0.3
Alpha Bond Fd SEK -B- NO BD LUX 10/29 SEK 8.95 –2.3 –2.1 –0.3
Alpha Bond Fd SEK -C- NO BD LUX 10/29 SEK 25.00 –2.4 –2.2 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 10/29 SEK 8.33 –2.4 –2.2 –0.5
Alpha Short Bd SEK -A- NO MM LUX 10/29 SEK 10.70 1.9 2.4 2.7
Alpha Short Bd SEK -B- NO MM LUX 10/29 SEK 10.04 1.9 2.4 2.7
Alpha Short Bd SEK -C- NO MM LUX 10/29 SEK 20.95 1.8 2.3 2.5
Alpha Short Bd SEK -D- NO MM LUX 10/29 SEK 8.71 1.8 2.3 2.6
Bond Fd EUR -C- EU BD LUX 10/29 EUR 1.26 4.0 3.5 1.9
Bond Fd EUR -D- EU BD LUX 10/29 EUR 0.51 4.0 3.5 1.9
Bond Fd SEK -C- NO BD LUX 10/29 SEK 39.80 5.4 5.7 3.4
Bond Fd SEK -D- NO BD LUX 10/29 SEK 11.94 4.2 4.5 2.8
Corp. Bond Fd EUR -C- EU BD LUX 10/29 EUR 1.07 –9.1 –10.8 –5.1
Corp. Bond Fd EUR -D- EU BD LUX 10/29 EUR 0.84 –9.5 –11.1 –5.4
Corp. Bond Fd SEK -C- NO BD LUX 10/29 SEK 10.47 –13.2 –14.2 –6.8
Corp. Bond Fd SEK -D- NO BD LUX 10/29 SEK 8.23 –13.0 –14.0 –6.7
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/29 EUR 95.85 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/29 EUR 95.66 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/29 SEK 102.70 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/29 SEK 948.21 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/29 SEK 20.41 3.5 3.9 3.1
Flexible Bond Fd -D- NO BD LUX 10/29 SEK 11.56 3.5 3.9 3.1

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/29 SEK 84.45 –20.5 –23.1 –10.0
Global Hedge I SEK -D- OT OT LUX 10/29 SEK 77.17 –22.8 –25.3 –11.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/29 USD 1.36 –59.2 –61.5 –19.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/29 SEK 14.34 –57.1 –62.5 –28.8
Europe Chance/Risk Fd EU EQ LUX 10/29 EUR 829.61 –51.2 –53.8 –28.2

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/28 USD 11.39 –65.6 –70.8 –16.4
Eq. Pacific A AS EQ LUX 10/28 USD 5.55 –59.9 –63.0 –19.7

n SGAM Fund
Bonds CHF A CH BD LUX 10/28 CHF 27.10 3.9 3.4 0.8
Bonds ConvEurope A EU BD LUX 10/28 EUR 27.72 –4.6 –5.2 2.1
Bonds Eur Corp A EU BD LUX 10/28 EUR 19.86 –9.5 –10.8 –5.3
Bonds Eur Hi Yld A EU BD LUX 10/27 EUR 13.66 –35.6 –37.4 –20.2
Bonds EURO A EU BD LUX 10/28 EUR 37.91 2.6 2.1 1.2
Bonds Europe A EU BD LUX 10/28 EUR 36.65 2.5 1.7 0.9
Bonds US MtgBkSec A US BD LUX 10/28 USD 22.33 –11.5 –11.4 –2.9
Bonds US OppsCoreplus A US BD LUX 10/28 USD 30.49 –3.1 –1.9 1.9
Bonds World A GL BD LUX 10/27 USD 36.75 –1.2 0.6 5.1
Eq. ConcentratedEuropeA EU EQ LUX 10/28 EUR 18.68 –53.7 –55.2 –31.5
Eq. Eastern Europe A EU EQ LUX 10/28 EUR 13.38 –69.6 –69.5 –37.4
Eq. Equities Global Energy OT EQ LUX 10/28 USD 13.38 –46.9 –45.3 –14.0
Eq. Euroland A EU EQ LUX 10/28 EUR 8.49 –50.9 –52.4 –27.7
Eq. Euroland MidCapA EU EQ LUX 10/28 EUR 14.18 –51.1 –55.3 –29.7
Eq. EurolandCyclclsA EU EQ LUX 10/28 EUR 12.09 –52.3 –52.9 –23.9
Eq. EurolandFinancialA OT EQ LUX 10/28 EUR 8.16 –56.2 –57.7 –36.6
Eq. Glbl Emg Cty A GL EQ LUX 10/28 USD 5.13 –62.0 –63.3 –24.0
Eq. Global A GL EQ LUX 10/28 USD 20.04 –47.7 –49.2 –25.1
Eq. Global Technol A OT EQ LUX 10/27 USD 3.51 –50.5 –54.8 –28.5
Eq. Gold Mines A OT EQ LUX 10/28 USD 11.63 –61.2 –62.2 –30.4
Eq. Japan A JP EQ LUX 10/28 JPY 600.45 –54.6 –57.6 –37.1
Eq. Japan Sm Cap A JP EQ LUX 10/28 JPY 796.37 –53.3 –58.9 –44.3
Eq. Japan Target A JP EQ LUX 10/28 JPY 1361.01 –32.8 –37.3 –22.5
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 10/28 GBP 8.73 –48.8 –52.0 –28.6
Eq. US ConcenCore A US EQ LUX 10/28 USD 16.65 –38.0 –38.1 –17.6

Eq. US Lg Cap Gr A US EQ LUX 10/28 USD 11.42 –43.2 –44.4 –19.9
Eq. US Mid Cap A US EQ LUX 10/28 USD 19.31 –50.7 –53.2 –20.9
Eq. US Multi Strg A US EQ LUX 10/28 USD 16.77 –41.8 –43.8 –21.7
Eq. US Rel Val A US EQ LUX 10/28 USD 16.65 –41.8 –44.6 –25.2
Eq. US Sm Cap Val A US EQ LUX 10/28 USD 13.73 –45.0 –49.4 –27.9
Eq. US Value Opp A US EQ LUX 10/28 USD 14.12 –44.6 –47.7 –27.9
Money Market EURO A EU MM LUX 10/28 EUR 26.94 3.6 4.4 4.0
Money Market USD A US MM LUX 10/28 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 10/29 EEK 107.09 –60.1 –65.1 –35.5
New Europe Small Cap EUR EE EQ EST 10/29 EEK 56.15 –59.7 –64.0 –33.9
Second Wave EUR EE EQ EST 10/29 EEK 104.19 –62.1 –64.8 –28.3

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/29 JPY 8194.00 –51.1 –58.1 –35.2
YMR-N Japan Fund JP EQ IRL 10/29 JPY 9466.00 –45.6 –52.6 –29.9
YMR-N Low Price Fund JP EQ IRL 10/29 JPY 12034.00 –47.3 –54.3 –32.3
YMR-N Small Cap Fund JP EQ IRL 10/29 JPY 5697.00 –54.0 –60.6 –39.0
Yuki Mizuho Gen Jpn III JP EQ IRL 10/29 JPY 4424.00 –52.4 –57.2 –33.5
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/29 JPY 4727.00 –51.3 –58.0 –36.7
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/29 JPY 6283.00 –49.8 –55.0 –34.7
Yuki Mizuho Jpn Gen JP EQ IRL 10/29 JPY 8052.00 –47.6 –55.5 –31.6
Yuki Mizuho Jpn Gro JP EQ IRL 10/29 JPY 5876.00 –52.4 –59.1 –36.3
Yuki Mizuho Jpn Inc JP EQ IRL 10/29 JPY 7815.00 –40.4 –47.6 –25.7
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/29 JPY 5048.00 –46.5 –51.8 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/29 JPY 10136.00 –44.0 –51.1 –29.3
Yuki Mizuho Jpn PGth JP EQ IRL 10/29 JPY 7497.00 –54.3 –59.6 –35.2
Yuki Mizuho Jpn SmCp JP EQ IRL 10/29 JPY 5533.00 –56.3 –62.2 –38.2
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/29 JPY 4905.00 –47.8 –53.2 –32.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/29 JPY 2259.00 –60.5 –67.6 –50.7

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/29 JPY 4350.00 –50.8 –55.2 –33.9
Yuki 77 General JP EQ IRL 10/29 JPY 5816.00 –49.4 –55.2 –32.8
Yuki 77 Growth JP EQ IRL 10/29 JPY 6215.00 –49.3 –56.5 –34.4
Yuki 77 Income AS EQ IRL 10/29 JPY 4859.00 –42.1 –46.3 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/29 JPY 6242.00 –46.4 –54.6 –32.7
Yuki Chugoku Jpn Gro JP EQ IRL 10/29 JPY 5088.00 –49.6 –54.6 –31.4
Yuki Chugoku Jpn Inc JP EQ IRL 10/29 JPY 5457.00 –37.2 –41.8 –23.7
Yuki Chugoku JpnLowP JP EQ IRL 10/29 JPY 7353.00 –43.6 –52.0 –27.6
Yuki Chugoku JpnPurGth JP EQ IRL 10/29 JPY 4606.00 –47.4 –55.3 –32.5

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/29 JPY 6667.00 –48.1 –54.8 –33.0

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/29 JPY 4558.00 –48.3 –54.4 –31.4
Yuki Hokuyo Jpn Inc JP EQ IRL 10/29 JPY 5229.00 –38.0 –45.1 –26.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/29 JPY 4197.00 –51.4 –57.2 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/29 JPY 4728.00 –51.3 –57.7 –34.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/29 JPY 4578.00 –48.7 –55.3 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/29 JPY 5143.00 –46.3 –57.7 –31.8

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 10/27 EUR 80.32 –1.0 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
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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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Grocers balk on prices
Food makers face
resistance as they
fatten up their profit

PetroChina profit outruns Sinopec

Source: the company
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Akzo Nobel NV

Coating and chemicals com-
pany Akzo Nobel NV reported a
23% fall in third-quarter net profit
as charges hit the bottom line but
maintained its full-year outlook.
The Dutch company also said it is
postponing the sale of its National
Starch business, which was ex-
pected to take place this year, “in
view of current market condi-
tions.” Net profit dropped to Œ157
million ($199 million) from Œ203
million a year earlier, dragged
down by Œ151 million in charges.
Revenue meanwhile increased 3%
to Œ3.82 billion. Last month, Akzo
canceled a Œ1.6 billion share buy-
back and said it will cut 3,500 jobs
by 2011, representing about 12% of
its work force.

By Julie Jargon

And Cecilie Rohwedder

The days of rapidly rising gro-
cery prices may be nearing an end
as supermarkets push back against
food companies that are reporting
profit increases.

With corn, wheat and other com-
modity costs coming off their sum-
mer peaks and the economy continu-
ing its slide, grocery chains in the
U.S. and abroad have begun to resist
food makers’ efforts to raise prices.

Some retailers are using food
companies’ earnings reports as le-
verage not to accept price increases,
according to some industry ana-
lysts. Others are pushing for more
promotional allowances—such as
buy-one-get-one-free offers—to
help move higher volumes.

Kraft Foods Inc. and Kellogg Co.
both reported higher-than-ex-
pected earnings Wednesday—
thanks, in part, to price increases. In
an interview, Kraft Chief Executive
Irene Rosenfeld declined to com-
ment on the company’s relationship
with retailers but hinted that the
company might have to ease off
price increases.

“As we look ahead, we’re assum-
ing our margin growth will come
from volume growth and higher-
margin products in the portfolio
and not pricing,” Ms. Rosenfeld
said.

U.S. retail grocery-store prices in
September rose 7.6% from a year ear-
lier, according to the Bureau of La-
bor Statistics. U.S. grocery chains
Supervalu Inc. and Safeway Inc.
and Belgium’s Delhaize Group re-
cently cut profit or sales forecasts

due to food inflation and the weak
economy.

Traditional supermarkets are un-
der more pressure lately to compete
on price with the likes of low-cost
grocers Wal-Mart Stores Inc. and
Germany-based Aldi Einkauf
GmbH. Some retailers have suffered
as consumers trade down to dis-
count stores and cheaper store-
brand goods.

But grain and soybean prices
have fallen by about 50% from their
summer highs. While food compa-
nies are typically slower to reduce
prices as commodity costs fall than
they are to raise prices as costs in-
crease, they are facing increased
pressure to slow or halt recent infla-
tion.

“It’s going to be difficult for food
companies to maintain price let
alone take price,” said Jim Hertel,
managing partner at retail consult-
ing firm Willard Bishop LLC. “The
prospect of a prolonged economic
slowdown has made retailers’ price
competitiveness top of mind.”

Supermarkets are reluctant to
publicly discuss supplier relations,
but they have been telling financial
analysts that they are taking a
tougher stance with food manufac-
turers.

“There isn’t a retailer who
doesn’t tell us that they’re going to
put more pressure on suppliers,”
said Volker Bosse, a retail analyst
with UniCredit Markets & Invest-
ment Banking in Munich. “Retailers
face a strong headwind from falling
consumer confidence, and that tran-
spires in their conversations with
the food industry.”

This pressure, Mr. Bosse noted,
isn’t limited to price cuts. Some re-
tailers also demand concessions
such as more service,or special pro-
motions.

In a recent research note, Credit
Suisse analyst Robert Moskow said
U.K. retailers are becoming increas-
ingly resistant to price increases as
they engage in a price war.
“Whereas retailers last year would
accept price increases if they were
accompanied by new product inno-
vation, the market conditions are
tougher now.”

In a meeting with analysts ear-
lier this week, Eduardo Castro-
Wright, chief executive of the Wal-
Mart Stores division, said declining
oil prices should impact the prices
of store items. “We will aggressively
look for opportunities” to give cost
savings to customers, he said.

“We’re always having discus-
sions with our major suppliers
about cost prices—either because
they’ve approached us about an in-
crease or we’ve approached them
asking them to review their prices,”
said Dominic Burch, a spokesman
for Asda, the U.K. unit of Wal-Mart.
Kellogg Chief Executive David
Mackay said in an interview that he
hasn’t seen a dramatic shift in the
way retailers are negotiating with
the cereal maker on pricing and pro-
motions, but that, “certainly there’s
a heightened sensibility to the pres-
sure that consumers are under. Nat-
urally that’s going to lead to very
full discussions on all these topics.”
 —Ann Zimmerman

contributed to this article.

GLOBAL BUSINESS BRIEFSCORPORATE NEWS

Vodafone Group PLC

Vodafone Group PLC has
bought an additional 4.8% stake in
Polish telecommunications opera-
tor Polkomtel SA for Œ176 million
($223 million) from TDC AS of Den-
mark, raising its stake to 24.4%.
Vodafone and Polkomtel’s other
shareholders—several Polish state-
owned companies—exercised
their pre-emptive rights to buy
TDC’s 19.6% stake on a pro-rata ba-
sis, the world’s biggest mobile-
phone company by revenue said.
Vodafone, based in the United King-
dom, wants to increase its pres-
ence in emerging economies to off-
set slowing growth in more-ma-
ture economies. The sale of TDC’s
stake in Polkomtel has been tied up
in a Vienna arbitration court since
2006.

Bayer AG

Profit falls 76% in absence
of a year-earlier tax gain

Drug and chemical company
Bayer AG posted a 76% drop in third-
quarter profit as the year-earlier fig-
ure was boosted by a tax gain, but
confirmed its outlook for the rest of
the year in spite of a difficult mar-
ket. Net profits plummeted to Œ277
million ($352 million) from Œ1.18 bil-
lion a year earlier, when German tax
reforms brought a Œ911 million tax
gain. The maker of aspirin, pesti-
cides and One-A-Day vitamins also
blamed higher costs for energy and
raw materials as well as currency ef-
fects for the decline. Sales rose 2%
to Œ7.95 billion, lifted in part by ris-
ing demand drugs including the con-
traceptive Yasmin and multiple-scle-
rosis treatment Betaseron. The crop-
science business saw sales jump 8%.

—Compiled from staff
and wire service reports.

By Aries Poon

PetroChina Co. posted a 30% in-
crease in third-quarter earnings,
beating out its smaller rival China
Petroleum & Chemical Corp.,
known as Sinopec, whose profit for
the quarter fell 39%.

PetroChina’s net profit totaled
39.89 billion yuan ($5.83 billion), up
from 30.7 billion yuan a year earlier,
under international accounting stan-
dards.

Net profit at Sinopec fell to 8.17
billion yuan from 13.41 billion yuan,
under the same standards.

Sinopec, the largest refiner in
Asia by capacity, imports more than
70% of the oil its refineries need,
leaving it vulnerable to the sharply
higher oil prices seen during the
third quarter. PetroChina, China’s
largest listed oil company by capac-
ity, imports no more than about 30%
of its oil needs.

A larger oil-production business
also helps PetroChina to outrun Si-
nopec in terms of earnings, al-
though part of the benefit is offset
by a windfall tax on oil sales.

PetroChina’s oil output in the
first nine months of the year rose
2.8% to 652.6 million barrels, or 89
million metric tons, while Sinopec
only produced 31.3 million tons of
oil, or 2.1% more than a year earlier.

Government subsidies and tax re-
bates, which are meant to compen-
sate for China’s artificially low re-
tail fuel prices, played a crucial role
in helping the earnings of its two big-
gest oil companies. PetroChina said
it received a total of 13.23 billion
yuan of state subsidies in the first
nine months of the year. Sinopec
said it got a total of 45.1 billion yuan
over the same period.

Neither company gave any fore-
cast on about their operations in the
fourth quarter or beyond.

Some analysts said lower oil
prices—crude prices have fallen by
more than half since July—will bene-
fit Sinopec more than PetroChina,
as the Chinese government is still
keeping a tight control over domes-
tic fuel prices. China’s system of
price controls on fuel are hurting
state refiners because they can’t
pass on the full cost of higher crude-
oil prices to consumers.

In the first nine months this
year, Sinopec refined 128.8 million
tons of oil, or 7.3% more than a year
earlier. PetroChina, whose refining
operation is smaller than Sinopec’s,
processed 642.5 million barrels of
oil, or 87.7 million tons, which was
5.1% more than a year earlier.

Jiang Jiemin, chairman of Petro-
China, said last week an oil price
around $80 a barrel was best for the
company. Crude oil traded at $67.80
a barrel, up $5.07, at noon Wednes-
day on the New York Mercantile Ex-
change. Mr. Jiang also said Beijing is
still waiting for the right time be-
fore loosening state controls on do-
mestic fuel prices of gasoline, diesel
and jet fuel.

Sinopec Shanghai Petrochemi-
cal Co., which is 55.56%-owned by Si-
nopec, said in a separate statement
that it expects to incur a “substan-
tial loss” for this year. For the third
quarter, it posted a net loss of 2.31
billion yuan.

High oil costs and weak chemical
prices in China are a double-edged
sword for the Sinopec unit, which
produces fuel but is also China’s
largest ethylene producer by capac-
ity. Products derived from oil or nat-
ural gas are used to make ethylene.
Sinopec Shanghai imports about
90% of its oil needs.

Ferrexpo PLC

Ferrexpo PLC, a U.K.-listed, iron-
ore miner with operations in
Ukraine, said Wednesday its main
shareholder Kostyantin Zhevago
will succeed Mike Oppenheimer as
chief executive. It added it has
halted strategic initiatives because
of the meltdown in commodity mar-
kets. Mr. Oppenheimer and Dennis
McShane, the executive director for
business development, “have in-
formed the board that they believe
their roles to have changed from the
form envisaged previously, and
have tendered their resignations,”
the Swiss-registered company said
in a statement. Ferrexpo, which has
suffered a nearly 90% drop in its
share price since May, said the
board has decided to halt talks with
a potential strategic partner until
stability returns to global commod-
ity markets.

Michelin SA

French tire maker Michelin SA
issued a full-year profit warning,
blaming the sharp deterioration in
the automobile industry. The com-
pany said it now anticipates full-
year operating profit as a percent-
age of revenue of 7%-7.5% before
non-recurring items, compared
with 9.8% in 2007. It was Michelin’s
third profit warning this year, re-
flecting falling car production and
slowing economic activity. Third-
quarter revenue rose 0.7% slightly
to Œ4.21 billion ($5.35 billion).
Michelin confirmed that it still ex-
pects the increase in raw materials
costs to add about Œ750 million to
its expenses this year, excluding
the impact of currency move-
ments. Some of that is being
passed along to consumers
through price increases.

Rio Tinto

Mining giant Rio Tinto said
Wednesday that Chairman Paul
Skinner would step down after his
current term expires in December
2009. “Having served six years as
chairman and made a significant
contribution to the company Mr.
Skinner does not intend to seek a fur-
ther term,” Rio Tinto said, adding
that the search for a successor is un-
der way. Mr. Skinner is the pre-
ferred candidate to succeed BP PLC
Chairman Peter Sutherland, a per-
son familiar with the matter said
Sunday. A BP spokesman said Sun-
day that “no final decision has been
made.” Mr. Skinner is seeing Rio
Tinto through its defense against a
hostile bid from BHP Billiton. That
process is expected to be completed
early in 2009.

Shire PLC

Shire PLC posted a 67% drop in
third-quarter net profit because of
charges, but said revenue leapt
28%–lifted by strong sales of hyper-
activity treatment Vyvanse as well
as robust growth from new drugs. In
the three months to Sept. 30, net
profit dropped to $11.8 million from
$34.7 million a year earlier, while to-
tal sales rose to $778.6 million,
partly thanks to a 19% increase in
sales of Vyvanse to $96 million. How-
ever, reacting to sales trends, the
U.K.-based drug maker cut its full-
year target for sales of Vyvanse to
between $310 million and $330 mil-
lion, down from a previous estimate
of up to $400 million. The company
hopes to switch patients to Vyvanse
from its blockbuster hyperactivity-
drug Adderall XR, which is set to fall
to generic competition on April 1,
2009. Shire still anticipates full year
revenue to grow at least 20%.

Suez Environnement

Suez Environnement said reve-
nue for the first nine months of the
year rose 3.6%, helped by higher
prices and new services in France
and Spain. The Paris-based water
and waste utility—spun off by Suez
before it became part of GDF Suez
SA—said revenue rose to Œ9.12 bil-
lion ($11.58 billion) from Œ8.8 bil-
lion a year earlier. Earnings before
interest, taxes, depreciation and am-
ortization, or Ebitda, were up 2.6%
to Œ1.55 billion from Œ1.51 billion.
The company didn’t provide net
profit for the period, but said it still
expects full-year Ebitda to come in
between Œ2.1 billion and Œ2.15 bil-
lion. Chief Executive Jean-Louis
Chaussade said 75% of the compa-
ny’s overall revenue is “not, or little,
exposed” to the macroeconomic en-
vironment because it is linked to lo-
cal authorities.
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Trump fights Chicago headwinds
Credit crunch, shift
in housing market
pressure big project

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

By Alex Frangos

Donald Trump’s tallest construc-
tion project ever is facing some tall
challenges.

Many real-estate developers are
under pressure these days as lenders
and investors rush to cut their expo-
sure to the market. But Mr. Trump’s
92-story Trump International Hotel
& Tower in Chicago, which will be the
tallest building constructed in the
U.S. since the Sears Tower opened in
1973, may be especially vulnerable be-
cause it is getting hit by a triple
whammy: the credit crunch, the re-
versal in the housing market and
weak retail sales.

The shiny glass skyscraper is one
of the few that the brash Mr. Trump
developed without partners. The situ-
ation also puts pressure on one of the
project’s major lenders, Fortress In-
vestment Group LLC.

So far, Mr. Trump has lined up buy-
ers for a bit less than $600 million of
condo units and condo-hotel units in
a residential market that has virtu-
ally seized up. Yet he owes lenders as
much as $1 billion when the loans are
due, according to public records and
several people familiar with the
project. He has closed around $200
million in sales so far, with roughly
$380 million still in contract. The re-
tail portion of the giant building is
for sale, at a time of rising vacancies
for retail space in Chicago and one of
the worst eras for retailers in years.

People close to Mr. Trump con-
cede that the project, which contains
486 condo units and more than 300
hotel rooms, is caught in a tough
spot. Still, Mr. Trump says the build-
ing can be successful if he sells the
rest of the unsold units, which he esti-
mates have a potential value of $475
million. “It could turn out to be a suc-
cessful development depending on
what happens in the market over the
next two years,” he said in an inter-
view. “The job is on time and on bud-
get, and it’s a beautiful job and will be-
come an icon of the Chicago skyline.”

Most urgently, to stay current on
the project’s biggest piece of debt, a
$640 million senior construction
loan, originated by Deutsche Bank
AG, Mr. Trump must negotiate by
Nov. 1 to exercise an extension provi-
sion contained in the original loan
that he took out in 2005. To extend
the loan, Mr. Trump must prepay ad-

ditional interest charges to Deutsche
Bank. Deutsche Bank declined to com-
ment other than to say it syndicated
the loan to several other banks and
that its exposure is less than $50 mil-
lion. Mr. Trump is confident that the
extension will be agreed upon.

Adding to Deutsche Bank’s lever-
age in the talks, Mr. Trump agreed to
a $40 million recourse completion
guarantee on the loan. That means
Deutsche Bank can both foreclose on
the property and go after Mr. Trump
personally for that amount in the
event he doesn’t complete the build-
ing. Mr. Trump discounts the impor-
tance of the completion guar-
antee and is confident that
he will complete the building
next year. Other than the
completion guarantee, Mr.
Trump has no personal re-
course on the project and
any problems in Chicago are
unlikely to affect his other
businesses.

Several people familiar
with the project expect Mr.
Trump to work out a deal to
extend the loan. The hotel
opened in January on the
lower floors, even as con-
struction continues above. If
Deutsche Bank tried to fore-
close on the loan instead of
extending it, some buyers
may attempt to avoid clos-
ing. The project would also
lose its marketing agent ex-
traordinaire, Mr. Trump.

The issues don’t end with
the Deutsche Bank loan, ac-
cording to loan documents.
Mr. Trump borrowed $130
million in a mezzanine loan
originated by a lending unit
of private-equity firm For-
tress Investment. That loan
contains stiff terms, includ-
ing a $50 million “exit fee” to
be paid when the loan is due,
in addition to accrued inter-
est. A loan document says Mr. Trump
could have to pay Fortress as much as
$360 million, depending on how long
the loan accrues interest. Combined
with the Deutsche Bank senior loan,
he would owe more than $1 billion in
total. Should Trump fail to sell more
units, Fortress would be on the hook
to take over the project and could see
a loss on its investment.

Mr. Trump’s challenges highlight
the dangers of building very tall build-
ings. Because they take years to
build, markets can change and leave
developers in dire situations. In fact,
very few supertall skyscrapers have
been profitable for their original de-
velopers. The Empire State Building

was dubbed the “empty state build-
ing,” when tenants didn’t move in.
The Twin Towers of the World Trade
Center required heavy taxpayer sub-
sidy to stay occupied through the
1970s and 1980s.

During the last real-estate col-
lapse in the early 1990s, Mr. Trump
was pushed to the brink of bank-
ruptcy because he was personally on
the hook for hundreds of millions of
dollars of debt. He later restructured
his debt with the banks and worked
his way back to doing real-estate
deals and reality television.

These days, Mr. Trump adds his

name to dozens of real-estate projects
and other business ventures around
the world, often through licensing
agreements and small equity invest-
ments. Partners on those projects
deal with the nitty-gritty of securing
loans and managing construction
while Mr. Trump lends his name and
makes marketing appearances.

The Chicago project is different.
He has no partners, he arranged the
financing, and his family is managing
the construction and marketing. (In
2004, Bill Rancic, the winner of Mr.
Trump’s reality-television show,
“The Apprentice,” worked on the Chi-
cago project for a year.)

Gail Lissner, vice president at Ap-

praisal Research Counselors, a Chi-
cago real-estate tracking firm, says
contract signings on condos in down-
town Chicago were down 72% the
first half of the year from a year ear-
lier. And the supply keeps coming.
Downtown Chicago will see nearly
10,000 new condo units delivered in
2008 and 2009, a substantial portion
of which haven’t been presold.

Mr. Trump recently began market-
ing to sell the 100,000-square-foot re-
tail space in the building, which will
be the last part of the building to
open, at the end of 2009. But given
the wretched retail climate, and the

almost complete lack of real-
estate financings, finding a
buyer could prove challeng-
ing. Mr. Trump’s son Eric,
who is running the retail por-
tion of the project, is confi-
dent the project will eventu-
ally sign leases with high-
end retail tenants. He says
the Trumps will sell the re-
tail portion of the project
only if a buyer presents a
good price.

The 339-room hotel, of
which the Trumps still own
more than half the rooms,
has generated revenue. The
Trumps sold around 150
rooms to buyers who can
choose to earn room reve-
nue after paying Mr. Trump
various fees and assess-
ments, according to market-
ing documents.

But the hotel business is
in rough waters as travelers
cut back. Among the neigh-
borhood’s 12 luxury hotels,
including Mr. Trump’s, the
percentage of vacant rooms
has increased each of the
past three months, com-
pared with the year-earlier
period, according to data pro-
vider Smith Travel Research.
And revenue per available

room, a common-industry measure,
is down three consecutive months.

Adding to the project’s stress, Mr.
Trump is now in competition with his
own customers. At least 30 buyers of
the hotel units have put those rooms
back on the sales market at substan-
tial discounts to what Mr. Trump is
charging for similar units, according
to local sales brokers.

Real-estate broker Andrew Glatz,
of Crown Heights Realty, is represent-
ing two dozen hotel units and six
condo units for resale in the Trump
project. He’s sold three so far. “All our
units are 30% below Trump. We can’t
compete with his marketing, so we
compete with his prices,” he says.
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By Michael R. Crittenden

And Robin Sidel

WASHINGTON—U.S. Treasury
Department officials and the bank-
ing industry are mulling ways to ex-
pand the U.S. government’s finan-
cial rescue plan to include banks
that aren’t publicly traded, poten-
tially opening up the program to
thousands of new institutions.

Department officials met with
representatives from the banking in-
dustry Tuesday to discuss expand-
ing the Troubled Asset Relief Pro-
gram to make mutually held, family-
owned and other private banks eligi-
ble for federal funds.

Such a move could serve as a
peace offering to the politically pow-
erful community-banking industry,
which has been outspoken in its criti-
cism of Treasury’s execution of
TARP. The decision to provide bil-
lions of dollars to some of the na-
tion’s largest banks has stoked fears
among smaller rivals that the govern-
ment is encouraging consolidation
of the industry at their expense.

Banking-industry officials argue
that closely held firms may be better
able to use the new capital than their
larger rivals. Nonpublic banks are typ-
ically more conservatively run and
may be more ready to lend money
back into the financial system, said
Wayne Abernathy, executive vice
president of regulatory affairs at the
American Bankers Association.

The banking industry’s trade
group estimates that as many as
6,000 closely held financial institu-
tions aren’t eligible for the capital pro-
gram under the current rules. In part,
that is because their structure doesn’t
permit them to issue the preferred
shares that the Treasury would buy.
Firms have also balked at the idea of
the Treasury requiring warrants from
the participants in the rescue plan;
such a move could compromise their
status as a closely held business be-
cause of limits on the number of share-
holders an institution may have.

The bankers group also asked
Treasury to allow those companies
more time to apply for the capital pro-
gram. Currently, financial institu-
tions face a Nov. 14 deadline.

Separately, Bush administration
and Treasury officials have stepped
up their efforts to prod banks that
have received capital injections from
the government to use those funds to
boost liquidity in the credit markets
by lending. Critics have charged that
banks are likely to sit on the funds.
 —Deborah Solomon

contributed to this article.

U.S. rescue plan
could be opened
to more banks

Trump International Hotel & Tower in Chicago, shown as
it neared completion in August, fights a weak market.
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D
ESPITE the weak-
ening economy
and global credit

crunch, demand for ex-
pensive goods was pro-
pelled higher in Sep-
tember by orders for
autos and aircraft.

Durable-goods or-
ders rose 0.8% last

month to a seasonally adjusted $207.81 billion, the U.S.
Commerce Department said Wednesday. Orders for du-
rable goods, which are designed to last at least three
years, fell 5.5% in August, revised from a previously es-
timated 4.8% decrease.

A key barometer of business-equipment spending—
orders for nondefense capital goods excluding air-
craft—declined by 1.4%. Year over year, orders were
up 3.2%. —Jeff Bater and Brenda J. Cronin

Orders for durable goods
rose 0.8% in September

A
STRONG earth-
quake struck be-
fore dawn

Wednesday in south-
western Pakistan, kill-
ing at least 170 people,
injuring hundreds more
and leaving an esti-
mated 15,000 home-
less, officials said.

The toll could rise as rescuers dig for survivors
in a remote valley in Baluchistan, an impoverished
province bordering Afghanistan where the magni-
tude 6.4 quake struck. Worst-hit was the former
British hilltop resort of Ziarat and about eight sur-
rounding villages, where hundreds of mud-brick and
timber houses were destroyed, officials said.

Ziarat Mayor Dilawar Kakar said: “Not a single
house is intact.” —Associated Press

A
ss

oc
ia

te
d 

Pr
es

s

Fo
to
se
ar
ch

T
HE EUROPEAN Union
sent a top aid envoy to
Congo to assess human-

itarian needs amid increased
fighting in the country’s vola-
tile east.

Louis Michel, left, the
EU’s development-aid com-
missioner, was to fly to Kin-
shasa to talk with Congo Pres-
ident Joseph Kabila and
other top officials. The
United Nations says at least

30,000 people have fled their homes as the fighting
between government forces and rebels led by Gen.
Laurent Nkunda intensifies.

Javier Solana, the EU’s foreign-policy chief urged
all parties involved in the fighting “to show utmost
restraint.”  —Associated Press

Quake kills at least 170,
leaves 15,000 homeless

By Sara Murray

N EW POLLING suggests the
presidential race is tighten-
ing in the battleground

states of Ohio and Florida, though
not in Pennsylvania, where Sen.
John McCain is fighting to flip a
big swing state into his column.

Sen. McCain now is within strik-
ing distance in Florida, where Sen.
Barack Obama leads 47% to 45%, a
new poll by the Quinnipiac Univer-
sity Polling Institute finds. Less
than a week ago, Sen. Obama led by
five percentage points there.

In Ohio, considered a Republi-
can must-win, Sen. Obama still has
a comfortable lead of 51% to 42%,
Quinnipiac found. The good news
for Sen. McCain is that he appears
to be closing the gap there; last
week, Sen. Obama led by 14 points.

In Pennsylvania, though, the
news for Sen. McCain is gloomier.
There, a new Quinnipiac survey
finds that the race stands at 53% to
41% for Sen. Obama, almost un-
changed from last week. Sen.

McCain has been pushing hard for
the state’s 21 electoral votes with
both campaign stops and advertis-
ing dollars.

The polls, conducted Oct. 22-26
have a margin of error of plus or mi-
nus 2.6 to 2.7 percentage points.

In Florida, “McCain is rolling up
a large margin…among non-col-
lege-educated whites,” said Peter
Brown, the assistant director of
Quinnipiac’s polling institute. “If
McCain is going to make a come-
back, he has to basically drive up
margins in Ohio and Pennsylvania,
as he has in Florida, among those
voters.”

With less than a week left until
Election Day, the new surveys sug-
gest a possible tightening of the
race. For its part, the McCain cam-
paign says it is optimistic about its
swing-state performance. In a
memo to the campaign Tuesday,
lead pollster Bill McInturff wrote,
“The campaign is functionally tied
across the battleground states…
with our numbers IMPROVING
sharply.”

Still, the surveys also show how
daunting the task remains for Sen.
McCain. Other polling in crucial
states also points to Obama advan-
tages. New polls from the Associ-
ated Press, for example, show Sen.
Obama leading by two points in

Florida, seven points in Ohio and
12 points in Pennsylvania. Those
polls have a four-point margin of
error.

A Marist College Institute for
Public Opinion poll shows a closer
race in Ohio, with Sen. Obama lead-
ing 48% to 45% among likely voters—
within the 3.5-percentage-point

margin of error.
Sen. McCain also has a problem

on his hands in other hard-fought
states, most notably Virginia. The
AP’s survey shows Sen. Obama lead-
ing 49% to 42% in the common-
wealth, a traditional Republican
stronghold in presidential elec-
tions.

It would be difficult for Sen.
McCain to win without both Flor-
ida and Ohio. He also may need to
pick up either Pennsylvania or Vir-
ginia to offset losses in smaller, tra-
ditionally Republican states. If
Sen. Obama turns some of those
smaller states to his favor, victo-
ries in Ohio and Florida by Sen.
McCain probably won’t be enough
to get him to the 270 electoral
votes needed to win.

That’s why the Republican sena-
tor and his running mate, Alaska
Gov. Sarah Palin, have been making
an intense push in the Keystone
State in recent weeks. They also
have increased their television ads
in Florida, Ohio and Pennsylvania.
The McCain campaign was direct-
ing roughly 78% of its TV ads to
those three states as of Monday, ac-
cording to Nielsen Co.

For Sen. Obama, one cautionary
note comes from analysts who say
he can’t consider states safe unless
he’s above the 50% mark in pre-
election polling, because it’s un-
clear how many undecided voters
will break his way on Nov. 4.

“Historically, the undecided
break against the party in power,”
Mr. Brown said, but “Sen. Obama is
relatively new to the political land-
scape. There are people who ques-
tion his experience.”
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PAKISTAN

Pakistan demands U.S. discontinue its missile strikes

Obama lead narrows in 2 of 3 battlegrounds
McCain improves
in Florida, Ohio,
but not Pennsylvania

7
CONGO

ECONOMY & POLITICS

U.S. Republican presidential candidate John McCain at a campaign rally in Miami
on Wednesday. A new poll shows him two points behind Barack Obama in Florida.

EU sends envoy to talk
with President Kabila
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By Matthew Rosenberg

Pakistan demanded an end to
U.S. missile strikes against Islamic
militants holed up in the rugged
tribal areas along the country’s bor-
der with Afghanistan, the latest
sign of growing tension between
the allies as both struggle to combat
the Taliban and al Qaeda.

TheU.S.haslaunchedatleast16air-
strikes inside Pakistan since August,
andPakistaniofficialstoldU.S.Ambas-
sador Anne Patterson that “such at-
tacks were a violation of Pakistan’s
sovereigntyandshouldbestoppedim-
mediately,” the foreign ministry said
in a statement Wednesday.

Ms. Patterson was summoned to
the Foreign Ministry after a strike

Monday by a U.S. pilotless drone
killed as many as 20 people, includ-
ing a low-level Taliban commander.
The commander, Mohammed Omar,
was believed to have been tied to at-
tacks on U.S. forces in Afghanistan,
precisely the kind of activity that
American officials have used to jus-
tify the airstrikes.

U.S. officials in Islamabad
weren’t available to comment after
Wednesday’s meeting.

The strikes are deeply resented
in Pakistan, where many blame the
escalation in air raids for a spate of
suicide attacks that have shaken the
country’s major cities, such as the
Sept. 20 truck bombing that gutted
Islamabad’s Marriott hotel.

Wednesday’s statement looked

to be aimed in part at mollifying
those domestic critics who are
pressing the new government of
President Asif Ali Zardari to pull
back from the alliance that his prede-
cessor, former President Pervez
Musharraf, forged with Washington
in the aftermath of the Sept. 11,
2001, terrorist attacks on the U.S.

But Pakistan’s formal complaint
overtheairstrikesalsoreflectsthein-
creasingly divergent paths being
taken by strategists in Washington
andIslamabadastheyseektoneutral-
ize the threat posed by the militants.

Pakistan clearly prefers trying to
reach an accommodation with the
Taliban in Pakistan through talks,
hoping it can undercut support for
al Qaeda’s foreign fighters and even-

tually drive them out.
Pakistan’sparliamentpassedares-

olution Oct. 23 that called for the Paki-
staniarmytowithdrawfromthenorth-
westernBajurregion,where1,500mili-
tants are reported to have been killed
in a two-month army offensive, and
for officials to open talks with mili-
tants who renounce violence.

The call for talks was repeated
Tuesday after Pakistani representa-
tives met their Afghan counterparts
to discuss ways to end militant vio-
lence. Both sides said the Taliban
should be part of the talks if they
agree to lay down their weapons.

The Americans, too, are moving
toward opening some sort of dia-
logue with moderate elements of the
Taliban. But U.S. officials have been

critical of earlier Pakistani truces
with Islamic militants, saying the
fighters used the time to regroup.

U.S. airstrikes by Predator drones
have become a regular occurrence
since mid-August, targeting every-
thing from a Taliban-linked religious
school to a militant arms depot.

American Special Operations
forces on Sept. 3 also launched a
ground raid into Pakistan’s South
Waziristan region, believed to be a
possible hiding place of Osama bin
Laden and other top al Qaeda mem-
bers. The attack drew sharp pro-
tests from Pakistan, which said
women and children were killed in
the assault. Ambassador Patterson
was last summoned to the Foreign
Ministry following that raid.
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Private Debt Bond Acc Investment Funds

5 Triodos Triodos Fonds EURiNethrlnds –8.02 –6.65 3.03 3.79
Groenfonds Inc Management

4 ASN ASN Bank N.V. EURiNethrlnds –10.03 –8.41 2.42 3.85
Groenprojectenfonds Inc
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Foreign funds may burst
Singapore’s office bubble
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Tokyo jumps 7.7%; Seoul falls 3%

Japanese banks feel pinch
Others could follow
as Sumitomo Mitsui
cuts profit forecast

FUND SCORECARD
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Japan’s stock market jumped
7.7% on hopes for an interest-rate
cut and a fall in the yen, but other
Asian markets were mixed Wednes-
day in volatile action as investors
tried to anticipate the next big move
after Tuesday’s surge in U.S. stocks.

South Korea’s benchmark index
rose as much as 7.9% before ending

the day 3% lower in its most volatile
trading day ever. Hong Kong, which
led a big surge in the region’s stocks

Tuesday, ended up
0.8% after its own
volatile day. Shang-
hai ended down
2.9% on economic

concerns. Singapore edged down
0.3%, while Mumbai gained 0.4%.

The level of volatility in financial
markets lately had some analysts con-
cerned. “You can’t help but think this
extreme strength [on Wall Street] is
going to be followed by extreme
weakness, and really what we would

like to move toward is a level of stabil-
ity,” said ABN Amro Craigs adviser Al-
exandra Dalzell in New Zealand.

In Tokyo, gains by exporters led
the market. The Nikkei Stock Aver-
age of 225 companies gained 589.98
points to 8211.90. An official familiar
with Bank of Japan policy said
Wednesday that the central bank’s
policy board will consider cutting
the overnight call rate to 0.25% from
the current 0.5%. The yen weakened
to 99.71 yen per dollar Wednesday af-
ternoon in Asia, but gained later in
the day to around 96.80 per dollar.

Among exporters, Honda Motor
jumped 18%, Toyota Motor gained
10% and Toshiba added 11%. Mean-
while, the brokerage sector under-
performed the market, hit by No-
mura Holdings, which fell 5% after
posting worse-than-expected sec-
ond-quarter earnings.

South Korea’s benchmark Kospi
fell 30.19 points to 968.97. During
the session, it traded in a range of
157.98 points, according to the Ko-
rea Exchange.

C& Group, a medium-size com-
pany with a focus on heavy indus-

tries and construction, said Wednes-
day that it is reviewing plans to seek
a debt-workout program and go un-
der the management of creditors to
deal with a liquidity shortage. The
news reminded investors of the
nightmare of the 1997-98 Asian fi-
nancial crisis when several local
companies collapsed, said Kim
Joong-hyun, an analyst at Good-
morning Shinhan Securities.

All bank shares plunged by the
daily limit of 15%, including Shin-
han Financial Group, KB Financial
Group, Woori Finance Holdings
and Hana Financial Holdings.

Hong Kong’s Hang Seng Index
rose as much as 5.6% in the morning,
then fell into negative territory be-
fore a late buying spurt pushed the
index up 105.78 points to 12702.07.

Chinese offshore oil producer
Cnooc advanced 11% after report-
ing a 69% rise in third-quarter reve-
nue on higher output and energy
prices, while coal producer Shen-
hua Energy jumped 12% after say-
ing third-quarter net profit rose
48% on strong coal prices and in-
creased output.

By Yuka Hayashi

TOKYO—Sumitomo Mitsui Finan-
cial Group Inc. lowered its earnings
outlook for the fiscal year by 63%, cit-
ing ballooning loan losses amid a
slowdown in the Japanese economy
and the global financial turmoil.

The sharp earnings revision, an-
nounced Wednesday, shows how Ja-
pan’s big banks, until now among the
most stable players in a world finan-
cial industry that has been battered
by the credit crisis, are facing increas-
ingly difficult conditions. A slow-
down in the Japanese economy has
cut into the profitability of their
mainstay domestic-lending business.

Sumitomo Mitsui, Japan’s second-
largest bank by market capitaliza-
tion, said it now expects a net profit
of 180 billion yen ($1.8 billion) for the
year ending March 31, far below the
480 billion-yen profit the bank pro-
jected earlier this year. Its soaring
credit costs stem in large part from
bankruptcies in Japan’s property sec-

tor, and valuation losses related to de-
clines in its securities holdings. The
bank will also report a 10-billion yen
loss related to its lending to failed
Lehman Brothers Holdings.

“In this case, it’s all about rising
credit cost,” Hironari Nozaki, a bank-
ing analyst for Nikko Citigroup, said
of Sumitomo Mitsui’s revision. He ex-
pects Mitsubishi UFJ Financial
Group Inc. and Mizuho Financial
Group Inc. will also slash their earn-
ings forecasts for the current fiscal

year within the next few days.
The announcement comes as Jap-

anese banks are already being hurt
by sharp falls in Japanese shares,
which have weakened their capital
bases. Banks rely heavily on portfo-
lios of stocks they hold in Japanese
companies, the legacy of cross-share-
holding, where banks and their bor-
rowers owned stakes in each other to
cement ties. Though not all stock
holdings are counted as part of capi-
tal, equities usually comprise be-
tween 40% and 70% of banks’ overall
capital, compared with less than 10%
normally at Western banks, accord-
ing to Nana Otsuki, a bank analyst at
UBS Securities.

On Monday, Mitsubishi UFJ, the
country’s No. 1 lender, announced
plans to raise roughly $10 billion in
capital over the next year, only two
weeks after it bought a 21% stake in
Morgan Stanley for $9 billion. The
bank said it was a precaution against
further deterioration in financial
markets.

Analysts say the other two mega-
banks, Sumitomo Mitsui and Mi-
zuho, may follow the lead of Mitsub-
ishi UFJ, considered the most finan-
cially sound even after its invest-
ments in Morgan Stanley and others.

By Patricia Kowsmann

SINGAPORE—Foreign funds
have given a big boost to the office
market in Singapore, snapping up
most of the properties on sale last
year. Now they could be the ones
pushing the sector down.

Tight supply and high demand,
mostly from financial institutions,
has made Singapore one of the
most expensive office markets in
the world. Rents nearly doubled
year-to-year in 2007, after increas-
ing more than 50% in 2006.

Strong rent returns led many
foreign investors to buy office
buildings on the island, sometimes
at record prices. According to ABN
Amro, foreign property funds ac-
counted for 71%, or 10.4 billion Sin-
gapore dollars (US$6.99 billion),
of office investments last year.

Capital values, however, have
been falling because of the credit
crisis and economic uncertainty.
Analysts are projecting that office
rentals could fall 25% by the end of
next year and another 30% by the
end of 2010, which would drag
down asset values by 30% to 40%

over the next three years.
As some investors face lower re-

turns, possible fund redemptions,
pressure to refinance debt and
other cash needs, analysts say of-
fice sales at even lower prices are
likely. That, in turn, should de-
press prices further.

“The strong participation of for-
eign funds last year was instrumen-
tal in driving up capital values in
prime office and high-end residen-
tial assets. The reverse could oc-
cur when these funds unwind their
positions,” said ABN Amro analyst
Fera Wirawan in a note.

The analyst said funds may
need to sell the properties because
of increasing financing costs, to
shore up their balance sheet or to
simply cut losses “as the outlook in
the Singapore property market
has turned bleak.” In addition,
quick “flipping” of office assets
was common last year, signaling
that many of them aren’t long-
term players.

While quick profits were the
reason for sales last year, this time
funds could be looking to unload as-
sets that are losing their value.

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.

Source: Thomson Reuters Datastream
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Tribes’ funds go to Obama
McCain has refused
to accept donations
by American Indians

By Greg Hitt

SOCORRO, N.M.—House Republi-
can Leader John Boehner of Ohio
came here to fight in the uphill bat-
tle his party faces in the 2008 cam-
paign.

At a campaign event, Ed Tinsley,
the Republican candidate in a close
race to keep control of a long-held
GOP district, distanced himself
from Rep. Boehner’s recent accom-
plishment: helping pass the finan-
cial-rescue package through Con-
gress.

“Mr. Leader, I’d vote no on the
bailout,” Mr. Tinsley told the crowd
of party activists at K-Bob’s Steak-
house, just off the highway in this
southern New Mexico town, draw-
ing applause. Mr. Boehner joked
that his job these days is a lot like be-
ing caretaker at a cemetery: “Every-
body’s under you, but nobody’s lis-
tening.”

The episode underscores the dif-
ficulties confronting Mr. Boehner as
he tries to champion his
party.

The headwinds are
made more difficult by the
disparity in resources be-
tween the parties, which is
forcing Republicans to
make difficult choices. In
the final days, the Republi-
can National Committee is
borrowing $5 million to
shore up some Republican
Senate candidates. Republi-
can House candidates else-
where around the country won’t
benefit from the RNC borrowing.

Analysts say Republicans are at
risk of losing 20 to 25 House seats in
Tuesday’s U.S. elections, and per-
haps more. That would reduce Re-
publican ranks in that chamber to
levels not seen since the early
1990s, when Mr. Boehner first ar-
rived on Capitol Hill. Beyond fight-
ing to preserve numbers, Mr. Boeh-
ner is seeking a new, winning mes-
sage for a party trying to hew to its
small-government, free-market
principles at a time when Washing-
ton—led by Republican President
George W. Bush—is significantly
ramping up its role in the private
sector.

After conferring with former Re-
publican House Speaker Newt Ging-
rich this past weekend, Mr. Boehner
urged Republicans to embrace a
sharpened economic message. In a
strategy memo forwarded across
the country, he advised candidates
to tout tax relief for small busi-
nesses and the middle class, as well
as a zero capital-gains tax. That, the
memo says, is “the fastest way to re-
build Americans’ 401(k)s.”

Mr. Boehner adds that Demo-
cratic plans to boost the economy
with spending are ill-advised, and
have created an opportunity for Re-
publicans to offer voters a “clear
choice” on Tuesday. “We have an un-
precedented opportunity to con-
nect with these anxious Americans
and shift the economic debate onto
winning ground.”

Since rising to minority leader in
2007, Mr. Boehner has tried to re-
cast the image of House Republi-
cans. He pushed Republicans to take
a stand against increased spending,
opposing earmarks even though
many Republicans support them.
And he helped drive debate on en-
ergy, pushing for expanded produc-
tion at home as gas prices soared.
The energy issue was embraced by
Sen. John McCain, and briefly

raised hopes for a Republican re-
vival. But those hopes were dashed
in mid-September by the economic
turmoil.

The crisis inserted the unpopu-
lar President Bush into the 2008
campaign. Mr. Boehner, who sup-
ported the administration’s $700 bil-
lion rescue of financial markets,
says it was needed to “save the free-
enterprise system.” But it was con-
troversial. Taken together with the
broader turmoil in the economy, it
has shifted the election-year debate
onto territory favorable for Demo-
crats. “We had big momentum, and
then this economic crisis hits,” Mr.
Boehner says. “Rightly or wrongly,
Americans blame Republicans.”

In 1998, Mr. Gingrich was forced
to step down as speaker after House
Republicans suffered what then
seemed a big disappointment—a
loss of eight seats. Post-election un-
rest claimed Mr. Boehner as well,
and he was forced to give up his
perch as chairman of the House Re-

publican Conference, a se-
nior leadership post.

The rejection cast Mr.
Boehner adrift. He gained a
committee chairmanship
and plotted a comeback. In
2006, he won election as
House majority leader, af-
ter Rep. Tom DeLay
stepped aside in disgrace.
Mr. Boehner became minor-
ity leader after the 2006
election, when Democrats
took back control of the

House.
If Republicans suffer big losses

again, there could well be another
day of reckoning for party leaders,
including Mr. Boehner.

Who ultimately leads the party
in the House matters. Historically,
the chamber is an incubator of politi-
cal creativity, as was the case in the
years preceding the 1994 Republi-
can takeover. Back then, Mr. Boeh-
ner, as part of a group of rabble-rous-
ing young Republicans, helped
bring a more combative attitude to
the halls of Congress, pursuing a
clear agenda of smaller govern-
ment, lower taxes and less spend-
ing.

That message has blurred in re-
cent years. Refurbishing the party’s
image, if not charting a new direc-
tion entirely, will be a major priority
after Nov. 4.

Meantime, Mr. Boehner is doing
what he can to forestall losses, de-
spite a back injury that required sur-
gery last Friday. He hit the road the
day after Congress adjourned in
early October, raising money and
campaigning for Republicans in
tough districts. In all, he has landed
in 17 districts in 10 states, not count-
ing the time he has spent in his
home state of Ohio, also a campaign
battleground.

This sprawling district in south-
ern New Mexico has been reliably Re-
publican for years. Mr. Bush won
here with 58% of the vote in 2004.
The House seat was left open by an in-
cumbent running for the U.S. Senate.

Democrats are pouring money
into the race. The campaign arm of
House Democrats, the Democratic
Congressional Campaign Commit-
tee, is spending more than $1 million
to reach local voters, much of it on
television ads. The cash-strapped
House Republican Congressional
Committee, the campaign arm of
House Republicans, has put $42,000
into the race, according to campaign
records and officials.

House Republican leader
strives to avert big losses
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By Miriam Jordan

Jorge Ramos, one of Univision net-
work’s biggest stars, devoted his Sun-
day news program to the rather mun-
dane topic of how to cast a ballot.

Mr. Ramos addressed such basic
questions as “What if your name
doesn’t appear on the list?” while
viewers of the Spanish-lan-
guage network were re-
minded to call a bilingual
toll-free hotline with ques-
tions or concerns about the
voting process. His involve-
ment reflects the impor-
tance Univision assigns to in-
creasing the electoral clout
of its Hispanic audience.

If the path to the White
House this election passes
through the Hispanic com-
munity, then it also passes
through Univision. The dominant
Spanish-language broadcaster is a
powerful influence on its audience—
and in this election cycle, it has been
engaged in an aggressive two-year
campaign to turn the fast-growing
Hispanic constituency into a potent
voting bloc.

The network—whose ratings dur-

ing prime time often surpass those
of major English-language net-
works ABC, CBS, Fox and NBC—has
used public-service announcements
as well as local and national news
broadcasts to motivate Latinos to
become politically engaged. With
other Latino media and grass-roots
groups, Univision began by spur-

ring more than a million eli-
gible legal U.S. residents to
apply for U.S. citizenship;
it then goaded them to reg-
ister to vote.

Now, less than two
weeks before the election,
it is guiding them right to
the voting booth.

“You will not find this
on any other network,”
said Mr. Ramos last week af-
ter recording “Al Punto”
(To the Point).

Spanish-language television is of-
ten associated with spicy soap op-
eras, or telenovelas, and abundant
soccer coverage. But campaigns are
awakening to the audience’s political
clout. Sen. Barack Obama’s campaign
was slated to air a 30-minute infomer-
cial on national networks Wednes-
day evening—including Univision.

The network, part of Univision
Communications Inc., is likely to at-
tract record political ad money, pos-
sibly doubling the $16.2 million in
campaign dollars it took in during
the 2004 presidential contest. How-
ever, that would still be a tiny frac-
tion of the record $2 billion the can-
didates are expected to spend this
season on TV ads.

Regardless, the network’s audi-
ence has responded strongly to the
civics lessons. “My mother became a
citizen because of Univision; she’s go-
ing to vote because of Univision’s in-
fluence,” said Jorge Aceituna, the son
of a Mexican immigrant, as he poured
fruit, ice and yogurt into a blender at
a juice store in Los Angeles.

Recent polls show Republican
nominee Sen. John McCain behind
Sen. Obama, the Democratic nomi-
nee, among Hispanics nationwide. His-
panic voter registration has reached
about 12 million, up from nine million
in 2004. Latinos are poised to shape
the result in four battleground states
where they are concentrated and the
total number of registered Hispanics
has soared since 2004: by 144% in Ne-
vada, 35% in Colorado, 34% in Florida
and 30% in New Mexico.

Univision spurs on Latino voters

Supporters of U.S. presidential candidate Barack Obama at a rally Saturday in New
Mexico, a swing state where the American Indian vote could be pivotal.

John Boehner

Jorge Ramos

By T.W. Farnam

WASHINGTON—Sen. John
McCain burnished his reformist im-
age two years ago by investigating
lobbyists who took advantage of
American Indian tribes. But now,
tribes are throwing their financial
weight behind his rival, Barack
Obama, donating more than $1 mil-
lion to support the Democratic presi-
dential candidate’s campaign.

For his part, Sen. McCain has re-
fused to take contributions from In-
dian tribes since 2006, when he was
chairman of the Senate Indian Af-
fairs Committee. The Republican
presidential nominee maintains the
tribes have better uses for their
money, given the poverty of some
reservations.

Many of the tribes that have
given the most to help Sen. Obama
are rich with gambling revenue.
They have used a loophole in cam-
paign-finance law that allows one
tribe to donate more than $200,000,
unlike corporations or trade
groups, which can’t give any money.

The Seneca Nation of New York,
which operates casinos, gave
$213,000 to Sen. Obama’s commit-
tees, according to campaign-finance
data compiled by CQ MoneyLine.
Three other tribes have each given
more than $100,000 to his campaign
or to party coffers he is using to get
out the vote: the Mississippi Band of
Choctaw Indians and two California
tribes, the San Manuel Band of Mis-
sion Indians and the Viejas Band.

The Indian vote, which has tradi-
tionallybeenoverwhelminglyDemo-
cratic,couldbepivotalin anumber of
swing states, notably New Mexico. It
could also help Sen. Obama pick up a
number of traditionally Republican
states, suchasMontana. NewMexico
and other swing states—including
Nevada, North Carolina, Minnesota
andColorado—haveahigherpercent-
age of Indians than the U.S. average.

Sen. Obama and the Democratic
Partyhavebeenmakingconcertedef-
forts to reach native communities
andaddresstheirissues.Thelongpri-
mary contest drew them into many
states with large native populations.

Bob Scheid, a spokesman for the
Viejas Band, said the tribe’s contri-
bution to Sen. Obama was not solic-
ited by the party, but “bubbled up”
from tribe members. “The tribal
council, in general, is more aligned
with Democratic policies as they re-
late to Indian country,” he said.

Jacob Coin, a spokesman for the
San Manuel Band, said that tribe
gave a similar amount to the Repub-
lican Party’s convention committee.
“I think tribes would be better
served if their issues were treated in
a bipartisan or nonpartisan way,”
Mr. Coin said.

The Republican Party’s three na-
tional committees have taken in a to-
tal of $1.2 million from all Indian
tribes, compared with $2.7 million
for the Democrats.

Sen. McCain started to refuse the
tribes’ money in 2006, just before he
ledaseriesofSenatecommitteehear-

ings on Jack Abramoff, the lobbyist
who later went to jail for defrauding
Indian tribes and using them to fun-
nel millions of dollars to Republican
candidates and groups.

Some tribal representatives say
Sen. McCain let the scandal take pri-
ority over health care, education
and other issues they wanted to see
addressed. Some tribes also op-
posed legislation he wrote to in-
crease regulation of Indian gam-
bling, including the practice of “res-
ervation shopping,” which allows
tribes to set up casinos closer to pop-
ulation centers.

Campaign spokesman Brian Rog-
ers said that “Sen. McCain has been
a longtime defender of Indian tribes
and a strong supporter of them in
Washington.”

The tribes are allowed to give so
much money to Sen. Obama because
of how they are defined under cam-
paign-finance law. In 1978, the Fed-
eral Election Commission decided
tribes are “persons” who can donate
to campaigns, but later it decided
theyarenot“individuals,”whowould
be subject to an overall biennial limit
on their contributions of $108,200.
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Threadneedle’s O’Dea plans
to leave London asset firm
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LSE slows Russia push
Market turmoil,
IPO drought curbs
Moscow office plans

More Europeans employ
lenders to preserve loans
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By Jason Corcoran

and Tom Fairless

Moscow

THE LONDON Stock Exchange
Group PLC has dropped a plan
to open an office in Moscow af-

ter the financial crisis wiped out the
prospects for Russian stock issu-
ance for at least 12 months.

The decision to call off the Mos-
cow office was taken after a group of
companies in Russia and the Common-
wealth of Independent States pulled
stock listings amid a plunge in stock
markets. Until recently, Russia had
been seen as a possible source of
growth for the larger exchange, which
is facing competition from new rivals.

Jon Edwards, director of CIS and
Central and Eastern Europe at the
LSE, said the exchange had given
the green light for the opening of a
Moscow office before the country’s
economic crisis began in August.
“We pulled plans to open in Moscow
when we realized the severity of the
crisis,” he said.

Russian public-affairs and media
company PBN said capital-raising
activity in the CIS had slumped in
the third quarter to half of the level
seen last year, and is now at its low-
est level since 2004.

So far this year, there have been
seven initial public offerings by com-
panies in Russia, Kazakhstan and the
Ukraine, raising $1.7 billion, according
to PBN. “To date we know of 43 compa-
nies that postponed or pulled their flo-
tations this year,” said Peter Necarsul-
mer, PBN’s chief executive.

“We are very aggressively focus-

ing in Russia’s regions for compa-
nies ready to hit the ground running
for capital raising, which we hope
will open 12 months rather than 18
months as is expected,” Mr. Ed-
wards said at the sidelines of an in-
vestor conference. He said he had re-
cently returned from company visits
in metals-and-mining town Novosi-
birsk in Siberia and oil town Khanty-
Mansiysk in Russia’s Far East.

Like many other large ex-
changes, the LSE is dealing with the
effects of the economic downturn
and rising competition. Revenue at
Europe’s main incumbent stock ex-
changes have come under pressure
in recent months from falling stock
markets and the emergence of low-
cost rivals, such as Turquoise and
Nasdaq OMX Europe.

According to the World Federa-
tion of Exchanges, the total value of
shares traded at the LSE fell more
sharply than at any other large Euro-
pean stock market in the year to Sep-

tember, although the LSE’s trading vol-
umes rose faster than its peers.

Faced with low-cost rivals and
dwindling volume, the LSE is likely
to cut the fees it charges traders by
10% over the coming year to main-
tain competitiveness, said Credit
Suisse analyst Rupak Ghose in a re-
search note released Wednesday.

A spokeswoman for the LSE de-
clined to comment on potential fee
cuts and said that the WFE figures
were of limited interest because dif-
ferent exchanges take report trad-
ing figures differently.

Source: PBN

Hanging back
Russia's recent market turmoil has companies in Russia and former Soviet
states shelving plans for raising capital through initial public offerings.
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By Dawn Cowie

European companies are increas-
ingly rewarding their big lenders
with capital-market and advisory
work in a bid to protect their credit
lines, according to a survey by
Greenwich Associates. However, Eu-
ropean companies are also encoun-
tering fewer problems in accessing
bank funding than their U.S. coun-
terparts, allowing them to enter the
possible recession with stronger
balance sheets.

In the survey of large European
companies, 26% said that their
need to preserve access to credit
was impeding their ability to
choose underwriters and advisers
on merger-and-acquisition deals
strictly on merit.The proportion
was nine percentage points higher
than last year, when 17% of Euro-
pean companies surveyed said that
pressure to keep lenders content af-
fected the award of other invest-
ment-banking mandates.

The most recent data from Green-
wichwerebasedonasurveyof609Eu-
ropean companies between Sept. 1
andOct.20thisyearascompaniesbe-
came more concerned about the po-
tential to secure credit in the future.

It also found that the problems of
accessing bank funding in Europe
was much less pronounced than in
the U.S. One-quarter of the European

companies surveyed said that their
access to funding for continuing op-
erations such as term loans and re-
volving credit facilities had been re-
duced. This compared with about
half of the 300 U.S. companies sur-
veyed by Greenwich in September.

The findings tie in with argu-
ments from some economists that
European companies could be in a
better financial position going into
anyrecession thanin previousdown-
turns. “Balance sheets are in better
shape than seven or eight years ago,
but the majority of problems will be
when demand collapses, companies
are forced to cut jobs and that cre-
ates a vicious circle of yet lower de-
mand,” said Peter Dixon, an econo-
mist at Commerzbank said.

Mr. Dixon predicted that a reces-
sion would be steep and long, given
that the it would be based on a con-
traction of credit following excess
borrowing. He said it is likely to be
worse than the 1990s but perhaps
not as bad as the 1980s.

In Europe, companies rated the
level of commitment they received
from European banks more highly
than that of U.S. banks. However,
Mr. Dixon at Commerzbank said Eu-
ropean companies may simply face
a six- to 12-month delay before
banks in the region start to imple-
ment tougher credit policies like
those of their U.S. counterparts.

By David Walker

Darrel O’Dea, who has managed
Threadneedle Investments’ Euro-
pean equities long-short fund since
its launch in 2000, will leave the
$60.7 billion London asset manager
at the end of the year.

Mr. O’Dea, who ran the compa-
ny’s European Crescendo hedge
fund, will be replaced by Paul Doyle
in November, although Mr. O’Dea
will assist with management until
the end of the year. Mr. Doyle has
helped manage the fund since its in-
ception. William Davies, Threadnee-
dle’s head of European equities, will
be deputy fund manager.

Mr. O’Dea couldn’t be reached
for comment, but a spokeswoman
for the group said Mr. O’Dea
wouldn’t be moving to a competitor,
and had “decided to take time out of
the industry, as he has been manag-
ing money for a long time and
wanted a break.”

The European hedge fund re-
turned 6.6% annualized since its
launch, according to figures from
Threadneedle; however, this year it
is down 11%, and down 4.3% over the
past three months.

This month, the company, which
manages about $1.3 billion in hedge

funds, said it was closing its credit
hedge fund. A spokeswoman for the
company said, “This year, and in par-
ticular September, has been an ex-
tremely difficult time for the mar-
kets and indeed the hedge-fund in-
dustry as a whole.”

Hedge funds have lost about 18%
of their money this year, and are be-
ing put under further pressure by in-
vestors’ decision to pull a record $31
billion in the third quarter out of the
industry, according to figures from
Hedge Fund Research.

This year, Threadneedle has
launched a long-short Asian equi-
ties fund, managed by Jan de Bruijn;
a fund investing equal amounts in
long and short positions of Euro-
pean equities, managed by Dan Ison;
and a fund investing in instruments
linked to macroeconomic variables,
managed by Peter Allwright.

Carbon Emissions
Trading
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