
Germany is preparing a fiscal-
stimulus program of around
$32 billion aimed at softening
the economic slowdown without
wrecking efforts to rein in its
budget deficits. The government
is likely to approve job programs
and other measures next week,
but has yet to figure out how to
finance the extra outlays, given
the threat to tax revenues of
an impending recession. Page 2

n A bomb exploded in a park-
ing lot at a university in the
Spanish city of Pamplona, injur-
ing 17 people and setting a
building on fire, in an attack
blamed on Basque separatists.

n At least 61 people died in
bombings in India’s northeast.
The scale of the blasts surprised
authorities, who struggled to
pinpoint the culprits. Page 8

n Taliban commandos stormed
an Afghan ministry in Kabul,
where one of them blew him-
self up and killed five people.

n The unpopular leader of Rus-
sia’s violence-plagued republic
of Ingushetia said he resigned.

n Syrians turned out in the tens
of thousands to demonstrate
their opposition to a U.S. raid
near the Iraqi border. Page 8

n Thousands of teachers went
on strike in Italy to join students
protesting government-backed
changes to the school system.

n The rebel general besieging
Congo’s eastern provincial capi-
tal said he wants direct talks
with the government. Page 11

n Somali authorities arrested
an Islamic cleric suspected of
involvement in five suicide at-
tacks that killed over 20 people.

n Zambians voted in a presi-
dential election as the main op-
position candidate accused the
ruling party of rigging the vote.

n A U.S. jury convicted the son
of former Liberian President
Charles Taylor of torture under
a law allowing prosecution for
atrocities committed overseas.

n The death toll rose to 215
from the earthquake that
struck southwestern Pakistan.

n Local Chinese officials are
taking additional steps to find
tainted food products. Page 9

n Israel’s Parliament speaker
set national elections for Feb. 10.

Shell and Exxon Mobil posted
another round of huge profits
despite production declines.
Shell will delay an important
expansion on a Canadian oil-
sands project as falling crude
prices worry energy-company
executives. Page 1

n Deutsche Bank achieved a
profit despite the credit crisis,
helped by a change in European
accounting standards. Page 2

n Euro-zone confidence fell to
its lowest level in 15 years in
October, compounding fears
the currency bloc faces a pro-
longed recession. Page 8

n The U.S. economy contracted
at a 0.3% annual rate in the
third quarter as consumer spend-
ing declined sharply. Page 10

n U.S. stocks rallied, shrugging
off news that the economy con-
tracted. Markets in Europe
moved higher as well. Page 18

n Motorola delayed its
planned breakup and said it
will lay off 3,000 more workers
and halt product launches
planned for 2009. Page 3

n Volkswagen reported 27%
profit growth and said it expects
to increase market share next
year, distancing itself from some
other auto makers. Page 4

n Alcatel-Lucent’s new chief
launched a strategic review as
the company reported another
quarterly loss. Page 4

n Unilever posted a 63% earn-
ings rise, lifted by gains from
selling some operations. Page 5

n Blackstone will spend $2 bil-
lion to hunt for co-investment
deals with South Korea’s social-
security fund. Page 22

n WPP reported slowing reve-
nue growth and said it hired
too many staff earlier in the
year, hurting profits. Page 5

n L’Oreal said it will miss its
target of double-digit earnings
growth for the first time in
more than 20 years. Page 6

n Libya is in talks to invest in
a number of major Italian com-
panies. Page 19

Trade skeptics
expect to gain
after U.S. vote

Oil giants show caution
but post record profits

Investors are upping their bets
that as the $12.2 trillion euro-zone
economy heads into recession,
costly bank-bailout plans could
drive some European governments
to default on their debt.

In the past month, the cost of in-
surance protecting against default

by euro-zone countries such as Italy
and Greece has doubled. For Ireland—
which introduced a $400 billion
bank-guarantee program last
month that is twice the size of its
gross domestic product—the cost of
insuring against debt default has
risen eightfold since the start of the
year.

The moves may also suggest that
some market participants are sim-
ply looking to profit from fears that
these nations may default.

“The fact that the perceived prob-
ability of default for any industrial-
ized country could be that high is ex-
traordinary,” said Simon Johnson,
an economics professor at the Mas-
sachusetts Institute of Technology
and a former chief economist of the
International Monetary Fund.
“Emerging markets go through this
all the time. But these are rich, pros-
perous economies.”

Another indicator of rising inves-
tor concern about default is the gap
between the yields on the bonds is-
sued by Germany and countries
with marginally lower credit rat-
ings such as Italy and Greece. Those
have widened to levels not seen in
about a decade. On Thursday, the so-
called spread between yield on the
10-year Italian Treasury bond and

Please turn to page 27

Flight to safety threatens
weak euro-zone members
Bond spreads widen,
add pressure to plans
by Italy and Greece
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For better or for worse
Euro-zone countries share one currency and their monetary policy is set by
the European Central Bank. But the markets price their creditworthiness 
individually. Spreads, or yield premium over Germany's 10-year government 
bond, in percentage points.
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Subsidy drive
Europe wants strict new rules
for auto emissions. Industry
wants a handout. Page 12

By Greg Hitt

And Brad Haynes

WASHINGTON—The U.S. has led
the way in efforts to lower barriers
to global trade since World War II,
despite opposition from unions and
voters hurt by foreign competition.
This election could put trade-liberal-
ization on ice for a while.

A slumping economy, years of
stagnating wages for many workers
and unease about the rise of China
as an economic power are fueling
popular skepticism toward free
trade and buoying Democratic can-
didates who are seizing on anxieties
about globalization.

One Republican free trader feel-
ing the heat is Oregon Sen. Gordon
Smith, who likes to remind voters
that one in five jobs in the state de-
pends on overseas trade. He has sup-
ported the North American Free
Trade Agreement and voted for the
Central American Free Trade Agree-
ment. “Oregon is probably the most
trade-dependent state in America,”
Sen. Smith said. “Portland is called
Portland because it’s a port.”

Now Sen. Smith is scrambling to
hang on to his seat, as his Demo-
cratic opponent, Jeff Merkley, ham-
mers on the trade issue.

“They call it free trade,” a recent
Merkley ad says, “Problem is—
there’s nothing free about it.” Mr.
Merkley wants legislation that
would put strict workplace-safety,
labor and environmental standards

Please turn to page 27
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Belgian home design shows
cutting edge’s softer side
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Biden’s gaffes give opening
to the McCain campaign
ECONOMY & POLITICS | PAGE 8

By Russell Gold

And Guy Chazan

Even as Exxon Mobil Corp. and
Royal Dutch Shell PLC reported an-
other round of enormous profits
Thursday, Shell said it will postpone
the expansion of a big energy
project, in a sign that plunging
crude prices and high costs are rais-
ing concerns among executives of
the world’s largest oil companies.

Shell said Thursday it would de-
fer to an unspecified date a decision
on whether to expand its Canadian
oil-sands operation. It said the de-
lay will give overheated costs there
time to cool off.

Still, Shell said it was confident
enough to push ahead on other

projects, including several that in-
vestors had fretted were no longer
viable at today’s lower oil and natu-
ral-gas prices.

That view was echoed by Exxon
Mobil, which said it will maintain a
cautious approach to capital spend-
ing and isn’t planning any reduc-
tions. “Our investment plans are un-
affected by the current decline in
crude-oil prices,” said Kenneth Co-
hen, Exxon’s vice president of public
affairs. “We don’t get excited on the
highs or depressed on the lows.”

On Thursday, the two global gi-
ants—Exxon is the world’s largest
oil firm by market capitalization,
and Shell is the second-largest—
both reported huge profits in the
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By Joellen Perry in Frankfurt
and Liz Rappaport in New York
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Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 9180.69+189.73 +2.11
Nasdaq 1698.52 +41.31 +2.49
DJ Stoxx 600 216.24 +2.52 +1.18
FTSE 100 4291.70 49.16 +1.16
DAX 4869.30 +60.61 +1.26
CAC 40 3407.82 +5.25 +0.15

Euro $1.2845 -0.0015 -0.12
Nymex crude $65.96 -1.54 -2.28
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Shell, Exxon are wary despite huge profits
third quarter. Exxon’s $14.83 bil-
lion in net income set a record for
profit from recurring business by a
U.S. company. Though falling rap-
idly in recent weeks, oil prices
peaked at the beginning of the quar-
ter at about $145 a barrel and were
very high through most of the
three-month period, boosting the
companies’ bottom lines.

Exxon’s $239.2 million-a-day
profit was 58% higher than the
same period a year earlier. The al-
ready-record results were boosted
by a $1.62 billion gain from selling
natural-gas transportation assets
in Germany.

Revenue was up 35% to $137.74
billion. Exxon said it produced the
oil and natural-gas equivalent of 3.6
million barrels a day during the
quarter, down 8.3% from a year ago,
partly because of the impact of two
Gulf Coast hurricanes and foreign
contracts that entitle Exxon to
fewer barrels as prices rise.

Also on Thursday, Shell reported
a better-than-expected profit of
$8.45 billion in the third quarter,
22% more than in the same period
last year. Hurricanes also hurt its
production, which was down 6.6%

year-on-year to 2.93 million barrels
of oil equivalent a day.

Indeed, both Exxon and Shell
have used the past few years’
run-up in crude prices to build siz-
able cash positions and reduce
their debt.

But they are keeping a wary eye
on plunging oil prices and global eco-
nomic woes that could depress fos-
sil-fuel demand and prevent prices
from rebounding for some time. Oil
and gas prices are now more than
50% off their July highs.

Exxon, which has been criticized
for not ramping up its capital invest-
ments faster when prices and de-
mand were soaring, said it will
spend $25 billion this year—consis-
tent with a prior forecast—and be-
tween $25 billion and $30 billion an-
nually between 2009 and 2012.
Shell plans to spend between $35 bil-
lion and $36 billion this year, the
largest amount in its history.

The companies both empha-
sized that they weren’t being
dragged down by the current mar-
ket turmoil. “Despite recent volatil-
ity in the financial and credit mar-
kets, the fundamentals of Exxon Mo-
bil’s business remain strong,” said
Exxon’s head of investor relations,

David Rosenthal.
The global financial crisis and

steep drop in commodity prices in
recent weeks has gravely hurt
smaller energy companies, many of
which have slashed their capital-
spending plans and are beginning to
delay high-cost projects.

The trend has been pronounced
in the oil-sands region of western
Canada. Shell, the Anglo-Dutch en-
ergy giant, said it would postpone a
decision that it had planned to make
next year on whether to enlarge its
Athabasca oil-sands project in Al-
berta. Shell will “wait for costs to
cool down in Alberta before any new
investment decision is made,” Je-
roen van der Veer, Shell’s chief exec-
utive, said. Shell didn’t say when it
would revisit the decision.

Canada isn’t the only place
where the economics of oil develop-
ment have begun to look iffy. “We
say $60 long term is not sustainable
to develop our industry,” Chris-
tophe de Margerie, chief executive
of France’s Total SA, said in an inter-
view. “Today, even if costs stop in-
creasing and then deflate, $60 is not
enough to develop fields like the
ones we have...in ultradeep off-
shore, or Athabasca, or Venezuela.”

Oil companies take a long-term
view of prices when deciding
whether to pursue multibillion-dol-
lar projects. As bearish notes creep
into price forecasts, the projects
that require the highest oil prices to
generate sufficient returns could be
the first axed.

The priciest right now is Cana-
da’s oil sands. Over the last 20
years or so, energy companies
have flocked to develop Canada’s
oil sands—a mixture of sand, wa-
ter, clay and bitumen that lie un-
der an area of boreal forest larger
than Florida.

But the oil is extremely costly
to produce. Multibillion-dollar pro-
cessing facilities are needed to con-
vert the bitumen into high-quality
synthetic crude. And a skills short-
age has driven labor costs to astro-
nomical highs.

The prospects for oil sands
looked good when oil was more than
$100 a barrel, but at the current $70,
some of the projects can’t provide
an acceptable return on investment.

Suncor Energy Inc., Petro-Can-
ada and Nexen Inc. have all delayed
potential expansion projects there.

Continued from first page

By Amy Or

And Denis McMahon

China Citic Bank Corp., the coun-
try’s seventh-largest bank by as-
sets, said its third-quarter net profit
rose 98% amid a wider interest mar-
gin and a drop in China’s tax rate.

Net profit for the three months
ended Sept. 30 increased to 4.03 bil-
lion yuan ($589.1 million) from 2.04
billion yuan a year earlier.

In the year’s first nine months,
Citic Bank’s net profit totaled 12.45
billion yuan, more than double the
5.25 billion yuan a year earlier.

Citic Bank said its net interest in-
come rose 36% to 9.41 billion yuan
from 6.92 billion yuan a year earlier,
because of a widening net interest
margin and a bigger base of interest-
bearing assets.

The bank’s outstanding loans
rose 13% to 652 billion yuan at the
end of September from 575 billion
yuan at the start of the year, and out-
standing deposits increased 9.6% to
863 billion yuan from 787 billion
yuan over the same period.

FROM PAGE ONE

China Citic Bank
bolsters net 98%
as tax rate eases
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Deutsche achieves profit
Shift in accounting
reduces write-downs;
in-house bets weigh
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By Carrick Mollenkamp

Deutsche Bank AG, helped by a
change in the way European banks
book souring assets, posted a profit
in the third quarter even as in-house
trading bets in the equity and credit
markets led to third-quarter losses
totalling Œ1.3 billion ($1.68 billion).

The Frankfurt bank, which has
navigated around write-downs tied
to loans for homes and acquisitions,
reported third-quarter net income
of Œ414 million, far below net in-
come of Œ1.6 billion in the same pe-
riod a year ago.

A change earlier this month by
European accounting policy makers
allowed banks to move souring
loans to their hold-to-maturity
books, limiting write-downs that
would have resulted from valuing
the assets at market prices. Deut-
sche Bank was one of the first banks
to take advantage of the change in In-
ternational Accounting Standard
39, recategorizing Œ24.9 billion of
loan exposure.

For the third quarter, Deutsche
Bank avoided Œ845 million in write-

downs, but still reported total write-
downs of Œ1.2 billion. The account-
ing change meant the bank essen-
tially was able to report the profit of
Œ414 million instead of a Œ122 mil-
lion loss.

Deutsche Bank’s shares rose 18%
to Œ29.20 in Frankfurt. Jon Peace, a
bank analyst at Nomura Interna-
tional PLC in London, said the in-
crease reflected relief that Deutsche
Bank didn’t lay out plans to sell
stock on the market like many of its
peers have. The bank raised Œ2.2 bil-
lion in capital in September to fi-
nance the acquisition of a minority
stake in Deutsche Postbank AG.

“People were fearful of an an-
nouncement of a big, dilutive recapi-
talization, and it’s not come
through,” Mr. Peace said.

The next test of the new rules
will be when Switzerland’s UBS AG
reports results Tuesday. France’s
BNP Paribas SA reports Wednes-
day, and its French rival Société
Générale SA follows on Thursday.

The outlook from the German
bank is seen as a barometer both for
the European banking system and
for financial firms dependent on the
sales and trading of securities tied
to stocks and bonds.

Chief Executive Josef Acker-
mann said he expected the broader
economy would hurt the global fi-
nancial system, saying in a note to

investors, “The credit environment
is already becoming tougher. Corpo-
rate default rates are rising, as are
delinquencies in consumer and
credit card lending.”

Mr. Ackermann’s comments un-
derscore the difficult months ahead
that banks globally face even after a
period of 45 days that saw coordi-
nated interest-rate cuts, capital infu-
sions in banks, and governments
agreeing to back the issuance of
bank debt. Banks globally also are
trying to identify how they will gen-
erate revenue in the wake of the
credit crunch while also trying to
sidestep money-losing in-house
bets.

By Andrea Thomas

BERLIN—Chancellor Angela Mer-
kel’s government is working on a fis-
cal stimulus program of around Œ25
billion ($32 billion) aimed at soften-
ing the economic slowdown without
wrecking Germany’s efforts to rein
in its budget deficits.

The government is likely
to approve a package of job
programs and other mea-
sures Wednesday, but has yet
to figure out how to finance
the extra outlays, given the
threat to tax revenues of an
impending recession.

The planned measures
include supporting the
auto industry by waiving
two years’ car tax for low-
polluting new cars that are
bought next year. Other plans in-
clude aid for renovating buildings,
infrastructure projects, a reintro-
duction of generous tax-deprecia-
tion rules for companies, and an ex-

tension of the period that people
who have shortened workweeks be-
cause of difficulties at their compa-
nies can claim benefits, to 18
months from the present 12 months.

But some economists say income-
tax cuts would be more effective
than fiscal stimulus packages that
eye only specific areas.

The combination of slowing eco-
nomic growth and a new fiscal
boost of as much as Œ25 billion effec-
tively sidetracks the government’s
ambition to balance the budget. Fi-

nance Minister Peer Steinbrück said
this week that the government’s
goal for a balanced budget in 2011 is
no longer a top priority.

“The fact that the German gov-
ernment, which is generally more
fiscally prudent than other Euro-
pean counterparts, is considering

fiscal action emphasizes
how bad the downturn is,”
said Dominic Bryant, an
economist with BNP
Paribas. “Of the larger euro-
zone economies, Germany
is in the best state to take
such action given its bud-
get position was more or
less in balance in 2007,
whereas the likes of France
and Italy run large defi-
cits,” he said.

Germany’s rescue plan
for its financial sector, which in-
volves Œ500 billion in debt guaran-
tees and funds for capital injections
and purchases of illiquid assets,
won’t have a direct impact on the
government’s budget, but could add
substantially to the national debt.

“Without cuts on the spending
side, it’s no longer as easy to bring
new borrowing requirements to zero
by 2011 as it was a few months ago,”
said Alfred Boss, a tax expert with
the IfW economic research institute.

Ackermann, Josef ............ 2
Ader, David .................... 18
Amin, Snehal ................. 20
Baillie, Georgina ........... 19
Baines, Harry ................ 20
Bernabe, Franco ............ 19
Bilski, Bernard .............. 19
Blank, Victor .................. 20
Boehmer, Gabriel .......... 18
Boss, Alfred ..................... 2
Brand, Russell ............... 19
Brown, Greg .................... 3
Bryant, Dominic .............. 2
Chan, Daniel .................. 21
Chapman, James ........... 21
Chishty, Shaheryar ....... 21
Choudhary, Apurva ....... 21
Cioffi, Ralph .................. 20
Cohen, Kenneth ............... 1
Cordes, Eckhard .............. 7

Crowe, Daniel ................. 19
Daniels, Eric .................. 20
Dawson, Jo .................... 20
de Margerie, Christophe

...................................... 28
Detrick, Ryan ................ 18
Devine, Kathleen Palm . 17
Douglas, Lesley .............. 19
Fabbri, Brian .................. 10
Ghanem, Shokri ............ 19
Hambrecht, Jürgen .......... 6
Icahn, Carl ....................... 3
Imaki, Hisakazu .............. 7
Jenkins, Ben .................. 22
Jentzsch, Stefan ............ 26
Jha, Sanjay ...................... 3
Johnson, Richard .......... 19
Kane, Archie .................. 20
Kanno, Masaaki ............ 10
Kerkorian, Kirk ............... 27

Lee Sun-yup ................... 21
Li Ka-shing ..................... 22
Li, Richard ..................... 22
Lim Eul-chul ..................... 9
Lo, Joe ........................... 21
Lowth, Simon ................. 6
Maccario, Aurelio ............ 8
Marta, T.J. ...................... 18
McGarrigal, Raymond ... 20
McKeown, Jennifer ......... 8
Neilinger, Neal ............... 26
Nevstad, Henry .............. 26
Pellissier, Gervais ............ 7
Perissinotto, Giovanni .. 20
Pisker, Andrew ............. 26
Pötsch, Hans Dieter ........ 4
Risley, Angie .................. 20
Ross, Jonathan .............. 19
Sachs, Andrew ............... 19
Schmieding, Holger ......... 8

Schwartz, Jonathan ......... 6
Sergeant, Carol ............. 20
Shapiro, Joshua ............. 10
Steains, Anthony .......... 21
Sudo, Tamihiko ................ 7
Swensen, David ............. 17
Tannin, Matthew ........... 20
Tate, Truett ................... 20
Thompson, Mark ........... 19
Tickle, Robin .................... 9
Tookey, Tim ................... 20
Verwaayen, Ben ......... 4,17
Warsaw, Rand .............. 19
Weir, Helen .................... 20
Wheeler, William J. ....... 18
Willens, Robert ............. 19
Wiscarson, Chris ............ 20
Wynn, Steve .................. 27
Yang, Rocky ................... 10
Yang Zhizhong ............... 21
Zarnowitz, Victor .......... 10

Some economists
say income-tax cuts
would be more
effective.

This index lists the names of businesspeople and government regulators
who receive significant mention in today's Journal.

1 For more people in the news, visit
CareerJournal.com/WhosNews

German government sets
fiscal stimulus measures

Angela Merkel

1 FREE daily access
to WSJ.com

If you bought today’s paper from
a retail outlet, simply register at:

wsj.com/reg/coupon
or renew at: wsj.com

Today's code is: EUROPE-F-552

INDEX TO PEOPLE

LEADING THE NEWS

THE WALL STREET JOURNAL EUROPE (ISSN 0921-99)

Boulevard Brand Whitlock 87, 1200 Brussels, Belgium

Telephone: 32 2 741 1211 FAX: Business: 32 2 732 1102
News: 32 2 741 1600 Editorial Page: 32 2 735 7562
SUBSCRIPTIONS, inquiries and address changes to:
Telephone: +44 (0) 207 309 7799 Calling time from 8am to 5.30pm GMT
E-mail: WSJUK@dowjones.com Website: www.services.wsje.com

Advertising Sales worldwide through Dow Jones
International. Frankfurt: 49 69 971428 0; London: 44 207 842 9600;
Paris: 33 1 40 17 17 01

Printed in Belgium by Concentra Media N.V. Printed in Germany by Dogan
Media Group / Hürriyet A.S. Branch Germany. Printed in Switzerland by
Zehnder Print AG Wil. Printed in the United Kingdom by Newsfax International
Ltd., London. Printed in Italy by Telestampa Centro Italia s.r.l. Printed in Spain
by Bermont S.A. Printed in Ireland by Midland Web Printing Ltd. Printed in Israel
by The Jerusalem Post Group. Printed in Turkey by GLOBUS Dünya BasInevi.

Registered as a newspaper at the Post Office.
Trademarks appearing herein are used under license from Dow Jones & Co.
© 2008 Dow Jones & Company All rights reserved.
Editeur responsable: Daniel Hertzberg M-17936-2003

Source: the company

Deutsche Bank
Net income, in billions

2007 ’08
–0.5

0

0.5

1.0

1.5

2.0

Œ2.5

“Innovation in Action”

The Future
Delivery of

Medicine 2020:

How converging
technologies will

change healthcare.

5-6 November,
London

www.sciencebusiness.net

Bringing Universities and
Businesses Together

The Wall Street Journal Europe
is read every day by 27,000
students at 180 top business

schools and university
campuses across Europe.

A program supported by:

Contact:
gert.vanmol@dowjones.com

2 FRIDAY - SUNDAY, OCT. 31 - NOV. 2, 2008 T H E WA L L ST R E ET JOU R NA L .

Default worries grow in Europe

Trade skeptics expect to gain in U.S.

As Las Vegas slumps,
Wynn doubles down
New Encore resort
opens in December;
company’s net rises

Money & Investing

the corresponding German 10-year
bond rose to 1.25 percentage point,
after breaching the mark of a full
percentage point Tuesday for the
first time since the euro’s launch in
1999. In early 2007, that gap was
about 0.2 percentage point. Greek
bonds are taking a similar beating.

As the 15 countries that share the
euro currency lurch into recession,
the fear is that many governments,
particularly those with already-high
debt loads, have taken on more risk
than they can handle. If bank balance
sheets worsen further amid an eco-
nomic slowdown, it could force some
governments to stump up more
money and, investors worry, over-
whelm state coffers. That is causing
some investors to shun government
debt, pushing up the yields on those
bonds. Bond yields move in the oppo-
site direction of prices.

Earlier this month, Italy an-
nounced an unlimited plan to guar-
antee bank debt, though the govern-
ment has said it doesn't expect any
banks to tap it in the near future.
Greece’s plan includes guaranteeing
up to Œ15 billion ($19.38 billion) of
bank-bond issues, injecting Œ8 bil-
lion into banks and buying up to Œ5
billion in banks’ preferred stock.

“The firstand most important fac-
tor at the moment is that there is very
little appetite for risk,” said Uni-

Credit SpA strategist Luca Cazzulani.
Even yields on French and Austrian
bonds, where public finances are in
much better shape, are rising some-
what against Germany, he noted.

Widespread investor wariness
has thinned trading in government
bond markets. That, in turn, in-
creases investors’ desire for assets
they can sell quickly in a pinch and
pushes up the yields on bonds per-
ceived as riskier. Italy and Greece are
among the euro zone’s most in-
debted nations; last year, Italy’s ra-
tio of debt to gross domestic product
was 104%, while Greece’s was 95%.

To be sure, the risk that these
countries will actually default on
their debt remains small. Credit-rat-
ings agency Standard & Poor’s gives
Ireland the highest rating of tri-
ple-A on its debt, while Greece and
Italy are in the single-A range.

The market for credit default
swaps has become a barometer for in-
vestors assessing the credit quality
of a bond issuer. The cost of the swap
rises the more investors are willing
to pay for insuring against default.
The cost of swaps on Italy, Greece
and Ireland imply these countries
run a 9% to 10% risk of default, ac-
cording to data from Markit, a CDS
pricing service. That pales in compar-
ison with Argentina and Ukraine,
where swap prices suggest a per-
ceived default rate of more than 80%.

Still, in panicked markets, soar-
ing swaps prices have preceded real
calamity. Investor fears about the
health of Wall Street firms like Bear
Stearns Cos. and Lehman Brothers
Holdings Inc. appeared in swap
prices early on and contributed to
capital flights that left the firms
seeking government help.

“These indicators have proven
themselves to be a reliable indicator
of trouble ahead, and we ignore
them at our peril,” Mr. Johnson
said. “It does not mean we have to
do as they say or blindly let the mar-
ket lead us, but we should not ig-
nore these dangerous signals.”

The Greek government Thursday
sought to persuade markets that,
rather than being a burden on gov-
ernment finances, its bank-rescue
package will be a money maker. Fi-
nance Minister George Alogosk-
oufis said the government will
charge banks for the loan guaran-
tees and earn 10% annual interest on
the stock purchases. That, Mr. Alog-
oskoufis said in a statement, adds
up to a total of “about Œ500 million
from the banks annually.”

Some analysts suggest the ten-
sions, if they persist, could spur some
governments to rethink their member-
ship in the euro zone. Others argue it
could spur further consolidation.

 —Alkman Granitsas in Athens
contributed to this article.
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By Tamara Audi

LAS VEGAS—Casino companies
have been slashing costs, delaying
projects or looking for fresh capital
as they grapple with the worst drop
in consumer spending in years.

And then there is Steve Wynn. His
company, Wynn Resorts Ltd., is in-
stalling Italian tile and crystal chan-
deliers as it prepares for the Decem-
ber opening of Encore, a $2.3 billion
resort expected to hit new heights of
glitz even by this city’s standards.

On Thursday, Wynn Resorts re-
ported a 14% rise in third-quarter net
income as gross revenue jumped 18%
to $827.1 million, helped by results
from the Wynn Macau. Net totaled
$51.1 million, or 49 cents a share, up
from $44.7 million, or 41 cents a
share, a year earlier. Casino revenue
in Las Vegas fell about 4.5%.

Mr. Wynn’s decision to continue
to spend lavishly during one of the
worst crises to hit Las Vegas in years
may seem foolhardy. But so far, inves-
tors have rewarded him and, in the
process, upended Las Vegas’s estab-
lished financial order.

Though Wynn Resorts’ stock price
has fallen 76% since last October, it
has held up better than its peers.
Wynn Resorts, with just two open
properties and revenue last year of
$2.6 billion, is now the largest pub-
licly traded casino company by mar-
ket capitalization, at $4.26 billion.

That eclipses MGM Mirage,
which has numerous properties and
development deals around the world
and revenue of $7.6 billion last year;
its market capitalization has fallen to
around $3.8 billion.

Las Vegas Sands Corp., which
had revenue of $2.9 billion last year,
today is valued at $3.3 billion.

“It’s sort of like dancing at a fu-
neral. I feel guilty that my company is
in such good shape,” the 66-year-old
Mr. Wynn said in a recent interview.

Mr. Wynn had little choice but to
press ahead with Encore, which was
well under construction by the time
the consumer downturn and global
market meltdown rippled through
Las Vegas. Mothballing a massive re-
sort is costly and complicated. And
delaying Encore would mean losing
the very revenue that would help
pay for its cost. Still, he could have
cut back on some trimmings.

Encore will boast “an extrava-
gance of mosaics” and a decorative
piece made from 154 shades of red
and orange Swarovski crystals, ac-

cording to the company’s design
chief, Roger Thomas.

In early October, Mr. Wynn
wrapped up his star turn in a com-
mercialfor Encore directed by Holly-
wood action filmmaker Brett Ratner
of “X-Men” and “Rush Hour” fame—
part of a $20 million marketing cam-
paign. He also rolled out a roster of
celebrity chefs he has booked for his
new hotel’s restaurants.

As the jobless rate rises in Las Ve-
gas, Mr. Wynn is pushing ahead with
planstohire5,000employees,plucked
from a pool of 67,000 applicants.

He also claims he has no plans to
cut staffing ratios elsewhere in his
company. That includes keeping
some departments that might ap-
pear like an extravagance during a
downturn, such as 62 people who
supply cut flowers to the hotels.

“If I start compromising, what
happens?” says Mr. Wynn. “Word
gets around. It’s viral. That’s why
this is a dangerous time.”

Meanwhile,rivalsarelookingtore-
duce costs or raise funds. Sands has
seenitsstockdrop94%inthelastyear
and is seeking capital. MGM Mirage’s
majority shareholder, billionaire Kirk
Kerkorian, has lost close to $13 billion
on paper as MGM Mirage shares fell
86% since last October.

MGM Mirage has cut hundreds of
positions and is trying to secure fi-
nancing and tenants for CityCenter,
its massive, $9.3 billion resort and
condo complex which it began build-
ing when the economy was flush.

Closely held Harrah’s Entertain-
ment has embarked on aggressive
cost-cutting.

There is no telling how long Mr.
Wynn’s perch at the top of the heap
might last. With the opening of the
Encore, the company will unleash
more than 2,000 high-priced rooms
into a market that has been steadily
losing visitors.

Mr. Wynn said he plans to price
the rooms 15% higher than at his
Wynn Las Vegas. Rates for Jan. 12 at
Encore, the first week the hotel is ac-
cepting reservations, start at $329 a
night, according to the company’s
reservation Web site.

Much of Mr. Wynn’s relative good
fortune is tied to his company’s
low—by Vegas standards—level of
debt. At the end of the third quarter,
thecompanyhadtotaldebtof$4.9bil-
lion, and is on a course to pay it back.

The casino industry was among
the first to feel the pangs of a con-
sumer contraction, and Las Vegas
gambling revenue showed consecu-
tive declines for the first eight
months of this year.

Mr. Wynn isn’t immune to the in-
dustry’s troubles, and the value of
his own stake in the company has
dropped by more than $3 billion to
about $1 billion.

FROM PAGE ONE

Tight squeeze
The credit crisis is causing
a contraction in securities
lending > Page 17

in future trade agreements, while re-
quiring a review of all existing trade
deals. Polls show Mr. Merkley nar-
rowly trailing Sen. Smith.

One important consequence of
raising workplace standards—and
therefore labor costs—in other
countries would be to level the com-
petitive playing field for American
workers, who have seen jobs drain-
ing away to countries with rock-bot-
tom labor costs.

From Oregon to Georgia to up-
state New York, skepticism about
the benefits of free trade is rippling
through campaigns for 26 House
and six Senate seats. Lawmakers
elected on promises to slow down
on trade could find it hard to walk
back from those pledges once in of-
fice—particularly if labor unions
and other Democratic constituen-
cies critical of the Bush and Clinton
administrations open-trade poli-
cies keep a focus on the issue.

President Bush’s efforts to win
passage of trade deals with South
Korea, Panama and Colombia
stalled after trade concerns helped
to put Democrats in charge of the
House and Senate in 2006. This
year, members of both parties ex-
pect the Democrats’ margins to ex-
pand.

Most Democrats don’t call for
blatant protectionist measures
such as steep tariffs, or a return to
import quotas such as those that
governed automotive trade in the
1980s. Instead, Democrats, starting
with Presidential candidate Sen.
Barack Obama, talk about the need
for trade to be fair, and insist that
trading partners be required to
meet higher standards for environ-
mental controls and workers’
rights to unionize.

The two presidential candidates
reflect the broader divide on trade.

Republican candidate Sen. John
McCain is a free trader and has sur-
rounded himself with like-minded
advisers such as Stanford Univer-
sity economist John Taylor. Mr. Tay-
lor headed international economic
policy in President Bush’s first-
term Treasury Department and is a
candidate to be Treasury Secretary
should Mr. McCain win the White
House.

Other McCain economic advis-
ers, such as former Congressional
Budget Office director Douglas
Holtz-Eakin, former eBay Chief Ex-
ecutive Meg Whitman and former
Hewlett-Packard Chief Executive
Carly Fiorina, are longstanding pro-
ponents of open markets.

Sen. Obama has hedged his bets
on trade. On the stump, he talks
about leveling the playing field, hit-
ting South Korea often for tight im-
port quotas on U.S. automobiles. He
opposes the free-trade agreement
with Colombia that is awaiting rati-
fication, saying the Latin American
country is still murderously hostile
to organized labor leaders. This
week, he pledged to force China to
allow its currency to float with the
market. During the primary, he sug-
gested he would support strength-
ening labor and environmental re-
quirements in Nafta.

But Sen. Obama’s chief eco-
nomic advisor, Jason Furman, is a
former aide to Bill Clinton’s free
trade Treasury secretary, Robert
Rubin. Mr. Rubin, as well as Clinton

Treasury Secretary Lawrence Sum-
mers, have become much more in-
volved in the Obama campaign
since Sen. Clinton was vanquished.
And the campaign has played down
the primary talk of reopening
Nafta.

Some Democratic congressional
leaders and key committee chair-
men, such as Senate Finance Chair-
man Max Baucus, the Montana Dem-
ocrat, remain supporters of free
trade.

But free-trade critics like Ohio
Sen. Sherrod Brown are sure to be
emboldened if they have a big new
bloc of trade skeptic votes to work
with.

“Americans are anxious about
job losses,” says the Ohio Demo-
crat, who was elected to the Senate
in 2006 after running a populist-
tinged campaign. “Most Ameri-
cans, not just in my state, under-
stand intuitively that it has been
government policy that has en-
abled, and pushed, many compa-
nies to go overseas.”

The threat of jobs moving off-
shore is an issue in a close race in
central North Carolina. Democratic
House candidate Larry Kissell, a
mill worker for 27 years who be-
came a teacher after his plant
closed, blames Rep. Robin Hayes, a
Republican, for tens of thousands
of lost jobs in the local textile indus-
try.

In 2005, after Rep. Hayes de-
clared himself “flat-out, com-
pletely, horizontally opposed to
Cafta,” he reversed his vote on the
House floor, delivering the deciding
margin for the trade agreement.
“That is the ultimate betrayal,” said
Mr. Kissell. “To know you are voting
against the interests of people in
your district.”

Mr. Hayes, a textile-mill owner,
says he won crucial last-minute con-
cessions on Cafta to prevent the
dumping of Chinese textiles in
American markets.
 —Jonathan Weisman

contributed to this article.
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Steve Wynn hasn’t
scaled back plans for his
new casino.
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Motorola delays spinoff, slashes more jobs
Handset maker posts
hefty loss, plans
major cost-cutting

By Sara Silver

Motorola Inc. said it would
shelve plans to split off its troubled
cellphone division next year and
plans to lay off another 3,000 work-
ers, raising fresh questions about
the company’s future.

The telecom equipment maker,
which swung to a
loss for the quar-
ter and slipped
to No. 4 among
global handset
suppliers, cited
the deteriorating
economy and fi-
nancial markets
for its decision to
postpone its
spinoff plans for
an indefinite pe-
riod.

S u c h a
break-up, as advocated by investor
Carl Icahn, would require a signifi-
cant cash outlay and co-Chief Execu-
tive Greg Brown said now was not
the time “to spend that cash.”

“The spinoff was never a panacea
for Motorola’s problems and it’s un-
likely it will follow through until mo-
bile devices becomes sustainably
profitable,” said David Hamburger, an
analyst at Citi Investment Research.

Mr. Brown and co-CEO Sanjay
Jha, who heads up the handset busi-
ness, said they remained committed
to carrying out the separation.

Motorola announced plans to cut
$800 million in costs. Mr. Brown
said that would translate into 2,000
layoffs from mobile devices, and an-
other 1,000 elsewhere. Motorola has
laid off more than 3,000 of its 66,000

employees so far this year.
Mr. Jha said Motorola would fo-

cus on regions of strength in the
Americas and parts of Asia. He also
confirmed the company would halt
the rollout of many phones designed
on software platforms it plans to dis-
card. It will instead focus on build-
ing advanced phones on systems
made by Google Inc. and Microsoft
Corp.

This means Motorola will miss
out on the crucial upcoming holiday
season, as Mr. Jha predicted that
fourth-quarter sales would decline
from the third quarter. Cellphones it

will scrap include the Ruby, the cen-
terpiece of a trio of jewel-named
products promised to carriers for
this spring.

“I understand the challenges and
changes we need to address them,”
Mr. Jha said during an investor call.
“There is no quick fix here.”

The latest announcements did
not calm those worried about Motor-
ola’s future as a cellphone maker.Mo-
torola shares fell 5.2% to $5.17 on the
New York Stock Exchange.

The Schaumburg, Ill., company
posted a loss of $397 million, or 18
cents a share in the quarter ended

Sept. 27, reversing a year-earlier
profit of $60 million, or three cents
a share. The company took $770 mil-
lion in special charges to cover re-
structuring, write-downs of its mul-
tiple software and silicon plat-
forms, and costs of the now-post-
poned separation.

In the third quarter, Motorola’s
revenue fell to $7.48 billion from
$8.81 billion a year ago. Mobile de-
vices saw sales slide 31%Motorola
shipped 25.4 million handset units
in the quarter, down 32%.
 —Roger Cheng contributed

to this article.
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Sanjay Jha

By Michael R. Crittenden

And Jessica Holzer

WASHINGTON—The U.S. govern-
ment’s latest plan to aid struggling
homeowners could move as many as
three million people into more-afford-
able mortgages, according to people
familiar with the effort.

The proposal, which has been de-
signed by the Treasury Department
and Federal Deposit Insurance Corp.,
is close to being finalized. Estimated
to cost between $40 billion and $50
billion, the plan would have the gov-
ernment agree to share a portion of
any losses on a modified mortgage of-
fered by lenders.

Funding for the plan could poten-
tially come out of the $700 billion fi-
nancial-rescue program authorized
by Congress earlier this month. The
plan, which was previewed during
congressional testimony last week,
would represent one of the most ag-
gressive and sweeping moves to ad-
dress the U.S.’s foreclosure mess,
among the last elements of the crisis
yet to be addressed by concerted gov-
ernment intervention.

Corinne Hirsch, a spokeswoman
with the White House’s Office of Man-
agement and Budget, said the pro-
gram “is currently in a White House
policy process,” suggesting it is in the
final stages of being reviewed. Trea-
sury spokeswoman Jennifer Zucca-
relli said “the administration is look-
ing at ways to reduce foreclosures.”

FDIC spokesman Andrew Gray
said: “While we have had productive
conversations with Treasury and the
administration about options for the
use of credit enhancements and loan
guarantees, it would be premature to
speculate about any final framework
orparametersofapotentialprogram.”

The program is one of a series of
ideas under consideration designed
to address the root causes of the finan-
cial crisis.

U.S. has new plan
to help millions
keep their homes
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By Liam Vaughan

N OMURA HOLDINGS Inc. has
retained corporate-broker-
age accounts from two of the

biggest U.K. clients of Lehman
Brothers Holdings Inc., as it tries to
hang on to customers of the col-
lapsed U.S. bank after buying its Eu-
ropean and Asian operations last
month.

The Japanese bank will act as cor-
porate broker to London Stock Ex-
change Group PLC and electronics
company Invensys PLC, alongside
J.P. Morgan Chase & Co.’s J.P. Mor-
gan Cazenove, which acted as a joint
broker for the companies before
Lehman’s collapse, according to peo-
ple close to the groups. Nomura
couldn’t be reached for comment.

The decision by the LSE and In-
vensys to stick with the corporate-
brokerage teams of Lehman Broth-
ers will be a boost to Nomura as it
seeks to retain the U.S. bank’s other
clients.

A corporate-brokerage team sits
between its corporate clients and
the equity markets and offers eq-
uity-related advice and transac-
tional expertise. As happens at

many large companies, Lehman
worked for some of its biggest cli-
ents as part of a joint-broker ar-
rangement, which is meant to allow
the company to draw on the relation-
ships and expertise of more than
one corporate broker.

Prior to filing for bankruptcy in
September, Lehman was corporate
broker to six companies in the
FTSE-100 index. These were Legal &
General Group PLC, 3i Group PLC,
Lloyds TSB Group, Tesco PLC, the
London Stock Exchange and Inven-
sys.

Collins Stewart PLC and inter-
dealer broker Tullett Prebon PLC
were also major U.K. clients. Legal &
General continues to operate with one
corporate broker, UBS AG, although a
spokesman for the insurer said a deci-
sion on whether to add a second bro-
ker could be made going forward.

Private-equity group 3i ended its

relationship with Lehman shortly af-
ter the bank’s collapse and has since
rehired Merrill Lynch & Co. to un-
dertake corporate-brokerage duties
alongside broker Dresdner Klein-
wort.

Merrill has also been brought in
as emergency corporate broker to
Lloyds TSB, which is in the process
of acquiring rival U.K. lender HBOS
PLC. Citigroup Inc. is retained as
corporate broker.

Tesco continues to use Deutsche
Bank AG and J.P. Morgan Cazenove.
A Tesco spokesman declined to com-
ment on whether the supermarket
company would add a third broker
to the roster.

Collins Stewart and Tullett Pre-
bon continue to review their corpo-
rate-brokerage arrangements, ac-
cording to a spokeswoman for both
groups. Both had used Lehman as
their sole broker.

Danish pension fund credits
hedges for limiting losses

Nomura is trying to hang on to Lehman’s customers with its retention of
corporate-brokerage accounts of two of the collapsed U.S. bank’s biggest U.K. clients.

Nomura keeps big clients
LSE, Invensys retain
ex-Lehman business
as corporate broker
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By Elizabeth Pfeuti

Danish pension fund ATP cred-
ited its hedging strategy for the rela-
tively small losses it has suffered on
its investments this year.

The fund’s investment portfolio
fell by 5.3 billion Danish kroner
($920.6 million), or 1.4%, over the
first nine months of the year. But
that is far smaller than the 9.8%
drop at ABP, the Dutch pension fund
for government and education-sec-
tor employees.

“[The third quarter] has been
quite a challenging quarter for ATP
and results in the red are obviously
not satisfactory,” said Lars Rohde,
ATP’s chief executive. “However, I
am pleased to see that our strategy
of hedging against equity-price
falls and increasing our risk diversi-

fication actually works.”
ATP said it used some innova-

tive hedges to manage its fund. This
involved using financial instru-
ments such as interest-rate swaps
and trigger points to sell shares and
commodities when they reached
certain levels. The sharp fall in
stock markets this year meant
many of these trigger points were
hit, so that by the end of June, ATP
held almost no European or U.S.
stocks.

Even so, ATP was still hurt by eq-
uities. It reported a 14.7% fall in its
equity portfolio for the first nine
months of the year. Equity hedging
added 6.2 billion kroner to the
fund’s value. ATP said it considered
the result reasonable, given the
drop of 20% to 30% across equity
markets.

Ex-executive at Dresdner
is now SWCM director
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Asian insurers seek deals abroad
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By Liam Vaughan

With Asian insurance companies
sitting on cash, analysts are expect-
ing them to take advantage of cheap
valuations among Western general
insurance companies.

“Alongside London, New York and
Bermuda, Tokyo is one of the most
powerful insurance centers in the
world,” said Mark Flenner, head of

non-life insurance at KPMG corporate
finance.

Japanese non-life insurer Tokio
Marine has this year agreed to buy
U.K. insurer Kiln Ltd. and Philadel-
phia Consolidated Holding Corp.
While general insurance companies
have suffered from share-price falls,
they are perceived by some to be
more resilient to market conditions
than other financial companies.

By Duncan Kerr

The former head of credit flow
products at Dresdner Kleinwort has
resurfaced at a buy-side firm as di-
rector and partner, having been
part of a group that left the bank
nearly two years ago during a purge
of senior management.

Henry Nevstad, who ran credit-
flow products globally for Dresdner
Kleinwort, the investment bank of
Dresdner Bank AG, joined Solutions
for Wealth Capital Management
earlier this year as director and
partner to help develop the firm’s
structured-products capabilities
for the wealth-management
industry.

Mr. Nevstad was one of more
than 20 managing directors who
left the bank in late 2006 as part of
broader job cuts in the investment-
banking division under Stefan
Jentzsch, who replaced Andrew
Pisker as head of the bank.

Since then former bankers at
Dresdner Kleinwort Wasserstein,
as it was then, have slowly resur-
faced at buy- and sell-side firms.

Last week, Neal Neilinger, the
former global head of corporate
credit syndicate at Dresdner Klein-
wort, who also left in 2006, joined

alternative-asset manager Aladdin
Capital as vice chairman and chief
investment officer after a brief
stint at Crédit Agricole SA’s Calyon
this year.

Before he was head of credit-
flow products Mr. Nevstad was also
global head of structured notes and
private placements at the bank. He
has responsibility for developing
Solutions for Wealth Capital Man-
agement’s trading and sales offices
in Europe, Asia and the U.S.

Solutions for Wealth Capital
Management is a Cayman Islands in-
vestment-management firm. It is
the parent company of Private
Banking Index Ltd., which creates
indexes and investment bench-
marks for the private-banking and
pension-funds industry. SWCM
structures investment products
based on these proprietary indices.

Carbon Emissions
Trading
12 - 13 November 2008, London

Course objeCtives

A two-day course in Carbon Emissions
Trading designed to give the participants a
theoretical background to trade Carbon Emission
instruments and the ability to benefit from these

• Understand what the IPCC reports mean
• Learn the international institutional setup
• Get a grip on the EU - Emission Trading

System (EU-ETS)
• Assess the difference between hedging and

speculation for your own company
• Understand the dynamics between carbon

and electricity price
• An analysis of the factors that determine

carbon price

In association with:

To book call Tracey Hugget on:
Tel: +44 (0) 20 7749 0230 or
Email: thuggett@efinancialnews.com
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V
ODAFONE Group
of Britain said it
entered a part-

nership with OAO Mo-
bile TeleSystems—a
move that extends its
footprint to Russia and
bolsters the Moscow-
based mobile provid-
er’s product range.

Vodafone Group and Mobile TeleSystems signed a
strategic, non-equity partnership that will allow the Rus-
sian company to draw on Vodafone’s expertise in build-
ing and developing 3G networks and mobile-broadband
products. Vodafone, meanwhile, will extend its roaming
capabilities to Russia and other parts of the former So-
viet Union where Mobile TeleSystems has more than 90
million subscribers. World-wide Vodafone has around
40 such partner deals.  —Andrew Langley

U.K.’s Vodafone teams up
with Mobile TeleSystems

I
N AN acknowledgment of
the tough times facing the
credit-card industry,

American Express Co. plans
to cut 7,000 jobs, or about
10% of its work force, in an
effort to slash costs by $1.8
billion in 2009.

The New York credit-card
issuer said it is suspending
management-level salary in-
creases next year and freez-
ing hiring. The job cuts will

focus on management. It also will scale back invest-
ments in technology and marketing.

The announcement came 10 days after dour third-
quarter results. It said it plans to take a restructur-
ing charge of between $240 million and $290 mil-
lion in the fourth quarter.  —WSJ Roundup
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American Express to cut
10% of staff, freeze hiring

T
HE BEATLES
have licensed
songs to MTV

Networks’ Rock Band
videogame series, a
coup for the Viacom
Inc. unit in its battle
with rival Activision
Blizzard Inc. for su-

premacy in the world of rock-and-roll videogames.
The deal, announced by Viacom’s MTV and the

band’s Apple Corps Ltd., makes the Beatles the big-
gest band to license its songs to a music-oriented vid-
eogame, joining Aerosmith, AC/DC and others. Rock
Band and Activision’s Guitar Hero have engaged in
heated competition over exclusive rights to use mu-
sic by major acts, entering multimillion-dollar licens-
ing agreements with a handful of the biggest names
in the business.
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Alcatel narrows loss as new CEO urges a nimbler culture

VW earnings buck auto-industry trend
Profit increases 27%,
and ’09 market share
is expected to rise

7
TELECOMMUNICATIONS

7
VIDEOGAMES

Source: the company

Alcatel-Lucent
Net income, in billions

2007 ’08
–3

–2

–1

Œ0

–Œ8 million
–Œ40

million

By Christoph Rauwald

Frankfurt

I N CONTRAST TO many rivals,
Volkswagen AG posted solid
earnings Thursday, stuck to its

full-year outlook and said it expects
to boost its market share next year.

Volkswagen, Europe’s biggest
auto maker by sales, has managed to
weather the global economic storm
relatively well, thanks to strong
sales in emerging markets such as
China and Brazil. It is the only major
European auto maker that hasn’t is-
sued a profit warning for the year or
revised its sales targets.

In the three months ended Sept.
30, Volkswagen said its net profit
rose 27% to Œ1.21 billion ($1.57 bil-
lion) from Œ947 million a year ear-
lier. Sales were up 11% to Œ28.93 bil-
lion from Œ26.11 billion.

In the first nine months of the
year, VW’s net increased 30% to
Œ3.78 billion from Œ2.91 billion,

partly boosted by a gain of Œ231 mil-
lion related to currency hedging
transactions, compared with a loss
of Œ264 million in the year-earlier
nine months. Revenue rose 5.5% to
Œ85.43 billion from Œ80.96 billion.

Chief Financial Officer Hans Di-
eter Pötsch said Volkswagen ex-
pects to take market share from ri-

vals as the weak trends in the global
auto market continue in the fourth
quarter and through next year.

The company’s market share in
Western Europe rose to 20% in Sep-
tember from 17.9% a year earlier, ac-
cording to the European Automo-
bile Manufacturers Association.

Speaking in a conference call

with reporters, Mr. Pötsch con-
firmed that Porsche Automobil
Holding SE—which has built up a
42.6% stake in VW shares and se-
cured options to control a further
31.5%—won’t be able to enforce a
“domination agreement” that would
give it full access to VW’s cash flows
as long as Germany’s so-called Volks-
wagen law is in place and as long as
the German federal state of Lower
Saxony opposes such a move.

The VW law sets the threshold
for enforcing a so-called domina-
tion agreement at 80% control,
rather than 75%, which is common
for German companies. Lower Sax-
ony has a stake of just over 20% in
Volkswagen, giving it the power to
veto any domination agreement.

VW’s share price has fluctuated
wildly this week after short sellers,
who had bet the stock would fall, ex-
ited from their positions in the wake
of Porsche’s announcement that it
was raising its stake in VW, sending
the shares up 348% over Monday
and Tuesday.

Shrinking demand for new cars in
major markets along with high raw-
material costs and unfavorable ex-
change rates have eaten into earnings
of European auto makers, and indus-

try executives have been reluctant to
make concrete forecasts for 2009.

VW said its cost management, to-
gether with its expected growth in
unit sales, “will help lift our operat-
ing profit for 2008 above the previ-
ous year’s figure.” In 2007, operat-
ing profit after items came in at
Œ6.15 billion and revenue totaled
Œ108.9 billion. The targets for 2008
exclude effects from the acquisition
of a stake in Swedish truck maker
Scania AB.

Meanwhile, German truck maker
and engineering company MAN AG,
in which VW is the biggest single
shareholder, with a 29.9% stake,
said Thursday its third-quarter
profit jumped 34%, lifted by strong
sales of trucks, diesel engines and
turbo machinery. However, the com-
pany cut its full-year sales and or-
der-intake outlook, as demand for
trucks is slowing.

Truck demand in Western Eu-
rope and the U.S. is shrinking after
several years of strong growth. Eu-
ropean truck makers Scania and
Volvo AB last week reported sharp
slowdowns in earnings growth and
gave gloomy outlooks.
 —Hilde Arends

contributed to this article.

CORPORATE NEWS

MTV’s Rock Band game
will feature Beatles songs
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Volkswagen’s net profit
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A woman looks at cars at a 
Volkswagen car dealer in
Gelsenkirchen, Germany

By Leila Abboud

Ben Verwaayen, the new chief ex-
ecutive of Alcatel-Lucent, is shak-
ing things up at the telecom-equip-
ment maker in a bid to restore profit-
ability to a company deeply shaken
by its merger two years ago.

The company released its third-
quarter results Thursday, reporting
a narrower net loss.

Since taking over Alcatel-Lucent
in September, Mr. Verwaayen has
traveled to China, the U.S. and Ja-
pan to meet with the telecommuni-
cations operators that are the Paris-
based company’s biggest clients. He
held town-hall meetings at Alcatel-
Lucent sites in France, Belgium and
Asia to talk with employees about
how to turn the company around.
He also gave his personal email ad-
dress to all employees, encouraging

them to ask him questions or send
suggestions for how to improve
things at the company. “I’ve gotten
truckloads of email,” he said in an in-
terview.

His mission: change the culture
at Alcatel-Lucent to make its 77,000
employees more reactive and re-
sponsive to telecom operators’
needs. “We have to be closer and
more relevant to our customers,” he
said. “We have to be working on tech-
nologies for tomorrow, not today.”

Mr. Verwaayen, who used to run
BT Group, one of the largest telecom
operators in the U.K., said such an
approach is the only way for Alcatel-
Lucent to prosper in the long term
given tough competition from low-
cost Asian manufacturers of tele-
com gear. Alcatel-Lucent, he said,
must come up with products and ap-
plications that will help telecom op-

erators succeed and profit at a time
when people’s Internet, telephone
and television habits are changing
quickly.

To that end, Mr. Verwaayen has
started a strategic review of opera-
tions. He plans to appoint a new
leadership team and introduce “a
simpler business model” in mid-No-
vember. In early December, Mr. Ver-
waayen intends to present a “fully-
fledged strategic plan.”

Mr. Verwaayen has a tough road
ahead of him: Alcatel-Lucent has
been unprofitable since it was cre-
ated in a merger between Paris-
based Alcatel SA and Lucent Tech-
nologies Corp., based in Murray
Hill, N.J., in December 2006. It was
forced to cut prices on some technol-
ogies in key markets such as China
to keep from losing contracts.
Planned cost savings from the

merger were slow to materialize.
Investors fled the stock. Alcatel-

Lucent’s market capitalization has
shriveled to about $6 billion from a
premerger level of $35.6 billion. The
shares are trading near record lows.
The company on Thursday posted a
net loss of Œ40 million ($51.8 mil-
lion), compared with a loss of Œ345
million a year earlier. Revenue
shrank 6.6% to Œ4.07 billion as opera-
tors spent less on new gear. Inves-
tors reacted positively, bidding up
the stock 20% to Œ2.02 a share at the
close of trading in Paris.

Alcatel-Lucent also indicated it
is considering selling its 20.8%
stake in defense-electronics com-
pany Thales SA of France. Mr. Ver-
waayen acknowledged that Alcatel-
Lucent is in a tough spot. “On profit-
ability, we are not where we should
be,” he said. “We need to transform

the way we do things because if we
stay on the road we’re on, we just
won’t get there.”
 —Jethro Mullen

contributed to this article.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 30.00 $27.10 0.20 0.74%
Alcoa AA 26.10 11.45 0.30 2.69%
AmExpress AXP 15.40 26.06 0.85 3.37%
BankAm BAC 74.40 22.78 0.46 2.06%
Boeing BA 9.20 50.70 0.90 1.81%
Caterpillar CAT 8.40 37.37 1.23 3.40%
Chevron CVX 20.80 74.18 3.18 4.48%
Citigroup C 97.70 13.11 0.36 2.82%
CocaCola KO 12.20 44.66 0.81 1.85%
Disney DIS 13.40 25.33 1.36 5.67%
DuPont DD 7.40 32.04 0.52 1.65%
ExxonMobil XOM 52.30 75.05 0.40 0.54%
GenElec GE 88.20 19.35 0.15 0.78%
GenMotor GM 30.90 6.07 –0.69 –10.21%
HewlettPk HPQ 28.20 37.69 2.29 6.47%
HomeDpt HD 20.40 22.72 1.07 4.94%
Intel INTC 128.80 16.17 1.23 8.23%
IBM IBM 11.40 90.69 2.49 2.82%
JPMorgChas JPM 46.00 37.62 1.91 5.35%
JohnsJohns JNJ 22.00 60.57 –0.96 –1.56%
KftFoods KFT 12.70 28.95 0.48 1.69%
McDonalds MCD 10.40 57.87 0.69 1.21%
Merck MRK 14.60 30.19 1.51 5.26%
Microsoft MSFT 90.80 22.63 –0.37 –1.61%
Pfizer PFE 49.60 17.86 0.67 3.90%
ProctGamb PG 28.80 63.08 2.09 3.43%
3M MMM 6.80 62.55 0.05 0.08%
UnitedTech UTX 7.60 53.57 1.49 2.86%
Verizon VZ 17.60 30.50 0.00 0.00%
WalMart WMT 22.40 54.75 –0.27 –0.49%

Dow Jones Industrial AverageP/E: nil
LAST: 9180.69 s 189.73, or 2.11%

YEAR TO DATE: t 4,084.13, or 30.8%

OVER 52 WEEKS t 4,387.18, or 32.3%

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

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

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

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

Citi $89 5.3% 43% 8% 47% 2%

UBS 82 4.9% 52% 5% 43% …%

Credit Suisse 78 4.7% 51% …% 44% 5%

Morgan Stanley 76 4.6% 63% 2% 35% …%

Merrill Lynch 68 4.1% 52% 6% 42% …%

Goldman Sachs 59 3.5% 48% 2% 50% …%

Bank of China Ltd 56 3.4% 16% 17% 3% 64%

JPMorgan 53 3.2% 28% 12% 59% …%

China International Capital Cp Ltd 49 2.9% 24% 27% 49% …%

Source: Dealogic

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

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

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

Seat Pagine Gialle  "1,386" –115 –74 114 Rexam  374 14 54 197

Stena Aktiebolag 768 –106 –19 393 ITV  394 15 96 146

Grohe Hldg  "1,145" –74 –20 203 Telecom Italia  400 18 60 174

Norske Skogindustrier "1,259" –59 –90 298 HeidelbergCement  1207 22 364 756

3i Gp  758 –51 130 531 Gecina 861 24 106 333

Fiat 893 –49 60 611 Xstrata  731 24 168 446

PPR 594 –49 125 308 Telenor  135 25 53 49

Pernod Ricard 616 –46 110 299 Anglo Amern  582 28 257 436

Clariant  373 –44 60 177 Thomson 1805 32 126 1203

FCE Bk "1,249" –43 –457 169 Hammerson 747 83 145 335

Source: Markit Group

Dow Jones Stoxx 50: Thursday’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

Deutsche Bk Germany Banks $19.9 29.20 17.74% –67.1% –63.4%

Daimler Germany Automobiles 32.2 25.99 10.60 –65.3 –38.4

ING Groep Netherlands Life Insurance 18.9 7.07 10.30 –76.7 –71.1

Soc. Generale France Banks 30.1 39.61 9.75 –62.4 –56.5

Intesa Sanpaolo Italy Banks 42.5 2.79 9.41 –48.0 –29.0

British Amer Tob U.K. Tobacco $55.6 16.90 –7.09% –7.5 34.3

Bayer Germany Specialty Chemicals 40.0 40.76 –6.17 –26.9 38.6

Unilever Netherlands Food Products 39.2 17.80 –5.77 –23.9 –7.0

GDF Suez France Multiutilities 94.5 33.57 –5.25 –13.8 32.3

Royal Dutch Shell U.K. Integrated Oil & Gas 93.4 20.50 –5.09 –31.0 –20.9

...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

Barclays 27.2 2.05 7.86% –63.1% –63.9%
U.K. (Banks)
AXA 40.3 15.20 7.42 –50.0 –37.9
France (Full Line Insurance)
Credit Suisse Grp 41.2 41.52 5.70 –44.6 –30.2
Switzerland (Banks)
ArcelorMittal 35.5 19.05 5.57 –64.2 ...
Luxembourg (Iron & Steel)
Astrazeneca 60.3 25.50 5.24 9.4 –1.0
U.K. (Pharmaceuticals)
BHP Billiton 36.6 10.08 5.00 –43.4 16.9
U.K. (General Mining)
UniCredit 30.6 1.79 4.63 –68.2 –63.7
Italy (Banks)
Royal Bk of Scot 18.0 0.67 4.38 –84.0 –85.3
U.K. (Banks)
Anglo Amer 31.4 14.38 4.28 –54.6 –17.0
U.K. (General Mining)
Banco Bilbao Vizcaya 41.4 8.60 4.24 –49.8 –42.4
Spain (Banks)
HSBC Hldgs 152.5 7.80 4.00 –15.7 –13.0
U.K. (Banks)
Banco Santander 63.8 7.94 3.66 –45.8 –25.3
Spain (Banks)
Rio Tinto 47.8 27.66 3.32 –37.2 22.6
U.K. (General Mining)
UBS 45.8 17.85 3.18 –66.1 –65.8
Switzerland (Banks)
Nokia 62.1 12.72 2.75 –53.3 –11.9
Finland (Telecom Equipment)
L.M. Ericsson Tel B 21.1 54.40 2.64 –42.2 –59.4
Sweden (Telecom Equipment)
Iberdrola 34.5 5.37 2.29 –52.0 –3.0
Spain (Conventional Electricity)
ABB 28.7 14.14 1.95 –58.9 43.2
Switzerland (Industrial Machinery)
Allianz SE 36.0 62.00 1.89 –59.2 –48.3
Germany (Full Line Insurance)
SAP 42.9 26.80 1.55 –27.5 –25.8
Germany (Software)

BNP Paribas 64.0 54.67 1.23% –25.1% –15.8%
France (Banks)
Siemens 52.3 44.55 1.09 –51.6 –29.1
Germany (Electronic Equipment)
Diageo 42.5 9.33 0.97 –14.3 12.4
U.K. (Distillers & Vintners)
Koninklijke Philips 19.4 14.43 0.91 –49.8 –35.4
Netherlands (Consumer Electronics)
E.ON 74.5 28.97 0.49 –34.6 18.7
Germany (Multiutilities)
Telefonica 85.6 14.16 0.43 –37.7 13.0
Spain (Fixed Line Telecom)
Vodafone Grp 113.0 1.19 –0.46 –35.0 –20.9
U.K. (Mobile Telecom)
ENI 91.4 17.76 –0.84 –28.4 –21.8
Italy (Integrated Oil & Gas)
Assicurazioni Genli 34.4 19.00 –0.89 –40.9 –17.2
Italy (Full Line Insurance)
GlaxoSmithKline 106.6 11.47 –1.63 –6.6 –22.6
U.K. (Pharmaceuticals)
Novartis 128.6 55.60 –1.77 –9.6 –20.6
Switzerland (Pharmaceuticals)
Tesco 41.7 3.26 –1.90 –33.6 5.1
U.K. (Food Retailers & Wholesalers)
BP 166.2 4.95 –2.22 –20.1 –22.8
U.K. (Integrated Oil & Gas)
BASF 29.2 24.06 –2.23 –48.3 –19.1
Germany (Commodity Chemicals)
Nestle 147.1 43.88 –2.62 –17.2 12.5
Switzerland (Food Products)
Deutsche Telekom 63.4 11.32 –3.41 –19.1 –24.5
Germany (Mobile Telecom)
Sanofi-Aventis 79.7 47.15 –3.54 –21.7 –29.2
France (Pharmaceuticals)
France Telecom 65.6 19.52 –3.65 –22.5 –11.5
France (Fixed Line Telecom)
Total 125.2 41.10 –4.03 –24.2 –23.0
France (Integrated Oil & Gas)
Roche Hldg Pt. Ct. 99.2 161.30 –4.27 –17.6 –16.5
Switzerland (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 1.57 98.32% 0.01% 1.91 1.18 1.40

Eur. High Volatility: 10/1 3.37 95.14 0.02 4.06 2.16 2.90

Europe Crossover: 10/1 8.30 90.67 0.06 9.20 5.74 7.17

Asia ex-Japan IG: 10/1 5.71 85.92 0.02 6.63 1.99 3.45

Japan: 10/1 2.86 93.83 0.02 3.23 1.58 2.17

 Note: Data as of October 29

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

In percentage points

5.00

3.75

2.50

1.25

0

t

Australia

t
Asia ex-Japan IG

2008
May June July Aug. Sept. Oct.

Index roll

Source: Markit Group

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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Unilever profit leaps 63%
Higher prices, sales
of assets help boost
results in quarter

Unilever credits its restructuring plan for its rise in third-quarter earnings.

CORPORATE NEWS
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By Martin Gelnar

Unilever reported a 63% jump in
third-quarter earnings, lifted by
gains from selling some operations
and benefits from its long-term re-
structuring.

The maker of Ben & Jerry’s ice
cream and household products such
as Dove soap and Sunsilk shampoo
said its strategy of raising prices
continued to work well in the quar-
ter, with sales volumes holding up.

In the three months ended Sept.
30, the Anglo-Dutch company said
net profit rose to Œ1.64 billion ($2.12
billion) from Œ1.01 billion in the year-
earlier period. The latest earnings
were boosted by gains of Œ487 mil-
lion, mostly related to the sale of the
Lawry’s seasoning brand to McCor-
mick & Co.

Sales rose 1.8% to Œ10.43 billion,
curbed by currency fluctuations.
With exchange rates held constant,
sales would have grown 7%, the com-
pany said.

Underlying sales growth, which
strips out currency swings as well as
acquisitions and disposals, was 8.3%.

Unilever said it is benefiting
from its restructuring plan, which
includes job cuts and a streamlining
of its portfolio of products. The com-
pany has recently sold brands such
as Bertolli olive oil and Snuggle fab-
ric softener to focus on its biggest
brands, which also include Hell-
mann’s mayonnaise, Axe deodor-
ants and Knorr soups.

The overhaul strategy is the
mark of outgoing Chief Executive
Patrick Cescau, who will hand over
the reins to Paul Polman, a former
Nestlé and Procter & Gamble Co. ex-
ecutive, at year end. The company

said it is on track to save more than
Œ1 billion in costs this year and ex-
pects to post 2008 underlying
sales growth above its long-term
target range of 3% to 5%.

Unilever, however, said it sees
more shoppers buying less-expen-
sive generic products in some seg-
ments such as shampoo, a develop-
ment that’s putting pressure on its
brands. But its food lines are hold-
ing up well, particularly in mar-
kets such as Russia, Unilever Chief
Financial Officer Jim Lawrence
said in a conference call with re-
porters.

Aaron O. Patrick

LONDON—Advertising giant
WPP Group PLC reported slowing
revenue growth and said it hired too
many employees earlier in the year,
hurting profits.

Sir Martin Sorrell, the marketing
giant’s chief executive, said his pre-
diction that the Summer Olympics,
U.S. election and European soccer
championship would make 2008 a
bumper year for the ad industry
didn’t come true.

Sir Martin’s views are closely fol-
lowed in the ad world, and he has
been predicting for several years
that this year would deliver big earn-
ings for ad agencies, which include
Ogilvy & Mather, JWT, Young & Rubi-
cam, Grey Worldwide and United. In-
stead, WPP’s growth is slowing.

The financial crisis overwhelmed
the expected lift from the election,
Olympicsandsoccerin thethird quar-
ter, Sir Martin said. “The financial cri-
sis had an impact on the real
world ... sooner than we thought. It is
not nice to see 10 years’ work wiped
out,” by declines in WPP’s share price,
he said in an interview.There was “no
Beijing bounce,” he added.

The financial crisis has hitmarket-
ing companies particularly hard.
WPP’s shares this week traded at
£2.99 ($4.90 their lowest price since
the 1990s. But they jumped 9% Thurs-
day to £3.62 after Sir Martin said at a
presentation for analysts that inves-
tors are being too pessimistic about
prospects for the ad market next year.

Third-quarter revenue at the
London-based company rose 16% to
£1.72 billion ($1.05 billion) from the
year-earlier period, mainly because
the British pound fell against the
euro and U.S. dollar. Removing the
effect of currency shifts and acquisi-
tions, revenue rose 3%.

WPP falls short
of expectations
for bumper year
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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.

3.49% 10 World -a % % 176.43 3.64% –44.0% 5.49% 13 U.S. Select Dividend -b % % 632.90 2.22% –27.8%

3.49% 10 Stoxx Global 1800 180.50 1.86% –36.4% 173.25 1.86% –43.4% 4.68% 13 Infrastructure 1331.30 0.40% –30.3% 1667.75 2.66% –36.5%

3.77% 11 Stoxx 600 216.20 1.18% –43.5% 207.53 1.17% –49.7% 2.63% 8 Luxury 676.80 3.83% –43.9% 737.37 3.82% –50.1%

3.88% 10 Stoxx Large 200 236.80 0.86% –42.3% 225.99 0.86% –48.6% 11.23% 2 BRIC 50 252.10 5.46% –56.7% 315.79 7.84% –60.5%

3.09% 11 Stoxx Mid 200 180.40 2.60% –47.9% 172.21 2.60% –53.6% 7.33% 3 Africa 50 658.80 0.19% –40.1% 549.45 2.45% –45.4%

3.47% 10 Stoxx Small 200 110.30 3.42% –51.0% 105.27 3.41% –56.4% 8.75% 6 GCC 40 734.30 2.71% –28.9% 598.92 2.71% –36.7%

3.79% 10 Euro Stoxx 231.70 1.26% –45.5% 222.38 1.25% –51.5% 4.18% 9 Sustainability 741.40 2.76% –37.3% 810.72 3.57% –43.8%

3.87% 10 Euro Stoxx Large 200 250.70 0.99% –45.2% 239.08 0.99% –51.2% 2.83% 11 Islamic Market -a % % 1497.99 3.39% –39.5%

3.31% 11 Euro Stoxx Mid 200 203.10 2.35% –46.3% 193.65 2.35% –52.2% 3.07% 10 Islamic Market 100 1593.20 1.98% –25.6% 1765.94 2.78% –33.2%

3.55% 10 Euro Stoxx Small 200 121.40 3.15% –49.1% 115.64 3.15% –54.7% 6.99% 5 Islamic Turkey -c 1834.90 5.13% –39.6% % %

9.20% 7 Stoxx Select Dividend 30 1341.40 3.67% –57.5% 1475.15 3.67% –62.2% 2.82% 13 Wilshire 5000 % % 9591.15 2.98% –37.2%

6.29% 7 Euro Stoxx Select Div 30 1412.00 2.47% –57.0% 1558.86 2.47% –61.7% % DJ-AIG Commodity 139.80 –3.70% –19.7% 131.30 –3.09% –28.1%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 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 1.4919 2.4247 1.3049 0.1937 0.0554 0.2232 0.0153 0.3986 1.9163 0.2573 1.2215 ...

 Canada 1.2213 1.9849 1.0682 0.1586 0.0454 0.1827 0.0125 0.3263 1.5688 0.2106 ... 0.8186

 Denmark 5.7978 9.4229 5.0711 0.7530 0.2154 0.8674 0.0594 1.5490 7.4473 ... 4.7472 3.8863

 Euro 0.7785 1.2653 0.6809 0.1011 0.0289 0.1165 0.0080 0.2080 ... 0.1343 0.6374 0.5218

 Israel 3.7430 6.0833 3.2739 0.4861 0.1391 0.5600 0.0384 ... 4.8079 0.6456 3.0648 2.5089

 Japan 97.5900 158.6081 85.3582 12.6740 3.6260 14.6005 ... 26.0727 125.3544 16.8322 79.9067 65.4146

 Norway 6.6840 10.8632 5.8462 0.8681 0.2484 ... 0.0685 1.7857 8.5856 1.1529 5.4729 4.4803

 Russia 26.9136 43.7413 23.5403 3.4953 ... 4.0266 0.2758 7.1904 34.5705 4.6420 22.0368 18.0402

 Sweden 7.7000 12.5144 6.7349 ... 0.2861 1.1520 0.0789 2.0572 9.8907 1.3281 6.3048 5.1613

 Switzerland 1.1433 1.8581 ... 0.1485 0.0425 0.1711 0.0117 0.3055 1.4686 0.1972 0.9361 0.7664

 U.K. 0.6153 ... 0.5382 0.0799 0.0229 0.0921 0.0063 0.1644 0.7903 0.1061 0.5038 0.4124

 U.S. ... 1.6252 0.8747 0.1299 0.0372 0.1496 0.0102 0.2672 1.2845 0.1725 0.8188 0.6703

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 409.50 –11.25 –2.67% 799.25 258.50
Soybeans (cents/bu.) CBOT 943.00 –4.00 –0.42 1,649.00 799.50
Wheat (cents/bu.) CBOT 538.00 –23.25 –4.14 1,284.25 430.00
Live cattle (cents/lb.) CME 91.450 0.450 0.49% 115.325 86.875
Cocoa ($/ton) ICE-US 2,084 –53 –2.48 3,273 1,845
Coffee (cents/lb.) ICE-US 111.00 –1.20 –1.07 178.90 105.05
Sugar (cents/lb.) ICE-US 11.85 –0.24 –1.99 15.85 9.89
Cotton (cents/lb.) ICE-US 45.09 –1.79 –3.82 98.45 45.03
Crude palm oil (ringgit/ton) MDEX 1,560.00 125 8.71 4,190 1,331
Cocoa (pounds/ton) LIFFE 1,326 –19 –1.41 1,706 979
Robusta coffee ($/ton) LIFFE 1,610 –32 –1.95 2,747 1,580

Copper (cents/lb.) COMEX 189.05 –19.75 –9.46 404.50 162.65
Gold ($/troy oz.) COMEX 738.50 –15.50 –2.06 1,048.00 437.00
Silver (cents/troy oz.) COMEX 978.50 –2.00 –0.20 2,155.00 601.00
Aluminum ($/ton) LME 2,093.00 –67.00 –3.10 3,340.00 1,928.00
Tin ($/ton) LME 14,510.00 –390.00 –2.62 25,450 11,200
Copper ($/ton) LME 4,495.00 75.00 1.70 8,811.00 3,708.00
Lead ($/ton) LME 1,520.00 –18.00 –1.17 3,740.00 1,160.00
Zinc ($/ton) LME 1,215.00 –5.00 –0.41 2,840.00 1,095.00
Nickel ($/ton) LME 12,805 130 1.03 34,050 9,000

Crude oil ($/bbl.) NYMEX 65.96 –1.54 –2.28 148.60 19.75
Heating oil ($/gal.) NYMEX 1.9996 –0.0255 –1.26 4.2935 1.9089
RBOB gasoline ($/gal.) NYMEX 1.4470 –0.0590 –3.92 3.5547 1.3864
Natural gas ($/mmBtu) NYMEX 6.734 –0.321 –4.55 14.546 0.117
Brent crude ($/bbl.) ICE-EU 65.42 –1.71 –2.55 150.25 60.72
Gas oil ($/ton) ICE-EU 626.00 –30.25 –4.61 1,361.50 527.25

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 30
Per In

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

Argentina peso-a 4.3236 0.2313 3.3660 0.2971

Brazil real 2.7350 0.3656 2.1293 0.4696
Canada dollar 1.5688 0.6374 1.2213 0.8188

1-mo. forward 1.5693 0.6372 1.2217 0.8185
3-mos. forward 1.5675 0.6380 1.2203 0.8195
6-mos. forward 1.5649 0.6390 1.2183 0.8208

Chile peso 872.82 0.001146 679.50 0.001472
Colombia peso 3042.47 0.0003287 2368.60 0.0004222
Ecuador US dollar 1.2845 0.7785 1 1
Mexico peso-a 16.5283 0.0605 12.8675 0.0777
Peru sol 3.9659 0.2521 3.0875 0.3239
Uruguay peso-e 29.544 0.0338 23.000 0.0435
U.S. dollar 1.2845 0.7785 1 1
Venezuela bolivar 2.76 0.362554 2.15 0.465701

ASIA-PACIFIC
Australia dollar 1.9163 0.5218 1.4919 0.6703
China yuan 8.7844 0.1138 6.8388 0.1462
Hong Kong dollar 9.9562 0.1004 7.7510 0.1290
India rupee 63.2102 0.0158 49.2100 0.0203
Indonesia rupiah 13712 0.0000729 10675 0.0000937
Japan yen 125.35 0.007977 97.59 0.010247

1-mo. forward 125.19 0.007988 97.47 0.010260
3-mos. forward 124.71 0.008019 97.08 0.010300
6-mos. forward 124.13 0.008056 96.64 0.010348

Malaysia ringgit-c 4.5375 0.2204 3.5325 0.2831
New Zealand dollar 2.1819 0.4583 1.6987 0.5887
Pakistan rupee 104.237 0.0096 81.150 0.0123
Philippines peso 62.170 0.0161 48.400 0.0207
Singapore dollar 1.8921 0.5285 1.4730 0.6789
South Korea won 1598.62 0.0006255 1244.55 0.0008035
Taiwan dollar 42.087 0.02376 32.765 0.03052
Thailand baht 44.733 0.02236 34.825 0.02872

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

Euro zone euro 1 1 0.7785 1.2845
1-mo. forward 1.0009 0.9991 0.7792 1.2833
3-mos. forward 1.0016 0.9985 0.7797 1.2825
6-mos. forward 1.0024 0.9976 0.7804 1.2814

Czech Rep. koruna-b 24.347 0.0411 18.955 0.0528
Denmark krone 7.4473 0.1343 5.7978 0.1725
Hungary forint 261.95 0.003818 203.93 0.004904
Norway krone 8.5856 0.1165 6.6840 0.1496
Poland zloty 3.6028 0.2776 2.8049 0.3565
Russia ruble-d 34.571 0.02893 26.914 0.03716
Slovak Rep. koruna 30.4195 0.03287 23.6820 0.04223
Sweden krona 9.8907 0.1011 7.7000 0.1299
Switzerland franc 1.4686 0.6809 1.1433 0.8747

1-mo. forward 1.4676 0.6814 1.1426 0.8752
3-mos. forward 1.4643 0.6829 1.1400 0.8772
6-mos. forward 1.4627 0.6837 1.1387 0.8782

Turkey lira-d 1.9909 0.5023 1.5500 0.6452
U.K. pound 0.7903 1.2653 0.6153 1.6252

1-mo. forward 0.7918 1.2630 0.6164 1.6223
3-mos. forward 0.7938 1.2598 0.6179 1.6183
6-mos. forward 0.7960 1.2562 0.6197 1.6136

MIDDLE EAST/AFRICA
Bahrain dinar 0.4841 2.0658 0.3769 2.6536
Egypt pound-a 7.1611 0.1396 5.5750 0.1794
Israel shekel 4.8079 0.2080 3.7430 0.2672
Jordan dinar 0.9104 1.0984 0.7088 1.4109
Kuwait dinar 0.3441 2.9063 0.2679 3.7331
Lebanon pound 1928.03 0.0005187 1501.00 0.0006662
Saudi Arabia riyal 4.8194 0.2075 3.7520 0.2665
South Africa rand 12.9356 0.0773 10.0705 0.0993
United Arab dirham 4.7189 0.2119 3.6738 0.2722

SDR -f 0.8544 1.1704 0.6651 1.5034

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 600 216.24 2.52 1.18% –40.7% –43.5%

 11 DJ Stoxx 50 2263.86 –2.29 –0.10% –38.5% –40.7%

 10 Euro Zone DJ Euro Stoxx 231.71 2.87 1.25 –44.2% –45.5%

 9 DJ Euro Stoxx 50 2528.04 12.80 0.51 –42.5% –42.7%

 5 Austria ATX 1909.30 87.81 4.82 –57.7% –60.8%

 6 Belgium Bel-20 2043.47 20.61 1.02 –50.5% –53.1%

 7 Czech Republic PX 864.5 72.6 9.17 –52.4% –55.1%

 9 Denmark OMX Copenhagen 256.42 10.40 4.23 –42.9% –46.6%

 9 Finland OMX Helsinki 6172.79 162.74 2.71 –46.8% –50.5%

 8 France CAC-40 3407.82 5.25 0.15 –39.3% –40.5%

 10 Germany DAX 4869.30 60.61 1.26 –39.6% –38.2%

 … Hungary BUX 13684.19 285.14 2.13 –47.8% –50.0%

 2 Ireland ISEQ 2770.17 90.80 3.39 –60.1% –64.2%

 6 Italy S&P/MIB 20768 302 1.48 –46.1% –47.7%

 4 Netherlands AEX 257.65 –1.93 –0.74 –50.0% –52.4%

 5 Norway All-Shares 283.20 16.08 6.02 –50.3% –51.9%

 17 Poland WIG 28056.29 559.26 2.03 –49.6% –55.6%

 9 Portugal PSI 20 6254.92 27.79 0.45 –52.0% –51.6%

 … Russia RTSI 758.71 114.71 17.81% –66.9% –65.8%

 7 Spain IBEX 35 8822.9 172.8 2.00 –41.9% –44.0%

 15 Sweden OMX Stockholm 202.53 9.03 4.67 –42.4% –46.7%

 11 Switzerland SMI 5842.34 –38.23 –0.65% –31.1% –34.3%

 … Turkey ISE National 100 26733.49 1838.33 7.38 –51.9% –53.4%

 8 U.K. FTSE 100 4291.65 49.11 1.16 –33.5% –34.8%

 11 ASIA-PACIFIC DJ Asia-Pacific 91.95 7.62 9.04 –41.8% –46.7%

 … Australia SPX/ASX 200 4001.1 155.5 4.04 –36.9% –41.4%

 … China CBN 600 13434.67 298.51 2.27 –67.6% –68.1%

 8 Hong Kong Hang Seng 14329.85 1627.78 12.82 –48.5% –54.5%

 10 India Sensex 9044.51 Closed –55.4% –54.1%

 … Japan Nikkei Stock Average 9029.76 817.86 9.96 –41.0% –46.5%

 … Singapore Straits Times 1801.91 130.71 7.82 –48.0% –52.1%

 11 South Korea Kospi 1084.72 115.75 11.95 –42.8% –47.4%

 11 AMERICAS DJ Americas 238.72 6.97 3.01 –36.7% –39.2%

 … Brazil Bovespa 37129.18 2283.97 6.55 –41.9% –42.2%

 10 Mexico IPC 20041.15 883.82 4.61 –32.1% –35.3%

*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 29, 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* 226.34 3.69%–43.9% –45.1%

3.20% 13 World (Developed Markets) 924.29 3.60%–41.8% –43.4%

2.90% 14 World ex-EMU 109.08 2.64%–39.7% –41.9%

3.00% 14 World ex-UK 920.41 2.66%–41.3% –42.9%

4.10% 10 EAFE 1,205.24 8.56%–46.5% –47.6%

3.20% 10 Emerging Markets (EM) 507.55 4.67%–59.3% –57.9%

4.70% 9 EUROPE 75.12 7.24%–41.0% –43.1%

4.90% 9 EMU 135.71 9.43%–51.5% –50.7%

4.50% 10 Europe ex-UK 80.88 6.11%–42.0% –43.4%

6.30% 8 Europe Value 83.39 10.76%–45.0% –48.0%

3.10% 12 Europe Growth 65.76 4.17%–37.0% –38.1%

4.00% 10 Europe Small Cap 109.45 5.30%–49.1% –52.9%

3.00% 7 EM Europe 180.17 11.08%–62.5% –59.0%

5.20% 8 UK 1,257.23 7.99%–34.5% –35.0%

4.40% 10 Nordic Countries 104.83 6.67%–49.2% –53.4%

2.10% 6 Russia 434.25 15.02%–71.1% –66.2%

4.00% 12 South Africa 509.23 6.14%–28.6% –28.7%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 221.09 3.18%–58.3% –58.6%

2.20% 14 Japan 517.02 6.31%–45.0% –49.9%

2.80% 11 China 30.82 2.06%–63.9% –65.1%

1.30% 14 India 351.88 0.47%–58.9% –49.9%

2.20% 10 Korea 276.20 –2.61%–46.6% –47.9%

6.50% 10 Taiwan 167.28 0.31%–49.9% –54.0%

2.30% 18 US BROAD MARKET 1,005.50 –0.44%–37.0% –39.3%

1.70% 36 US Small Cap 1,233.56 1.98%–37.8% –41.2%

2.70% 11 EM LATIN AMERICA 2,020.25 6.90%–54.1% –51.2%

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

GLOBAL MARKETS LINEUP

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

And Heide Oberhauser-Aslan

The world’s biggest chemical
company, BASF SE, posted a 37%
drop in third-quarter net profit,
and lowered its full-year outlook,
citing a more challenging economic
environment.

The company said it now “wants
to make every effort to match” last
year’s earnings before interest and
taxes, a key figure for measuring a
company's operating efficiency.
Previously, it was aiming for a
slight improvement.

BASF still expects an increase in
sales, but said its outlook is based
on the assumption that “there will
be no further adverse develop-
ments that cannot be foreseen at
present.”

Unlike many other chemical
companies, BASF also produces oil.
It has been able to offset weakness
in its chemicals business by strong

performance in its oil and gas unit.
But this year, a sharpening reces-
sion is likely to intensify the de-
cline in demand for chemical prod-
ucts.

“The impact of the financial cri-
sis on the real economy is speeding
up and hitting harder,” Chief Execu-
tive Jürgen Hambrecht warned.
“The decline in demand in impor-
tant markets, stockpiling by our
customers and the fall in oil prices
are all signs of a recessionary trend
that is likely to sharpen in 2009.”

The company’s cautious tone re-
sembles some of its rivals. Dow
Chemical Co. recently said it ex-
pects demand for the company’s
products to be weak at least until
the second half of next year while
Akzo Nobel NV of the Netherlands
on Wednesday postponed the
planned sale of its National Starch
business.

In the three months ended Sep-
tember 30, BASF’s net profit fell to

Œ758 million ($981 million) from
Œ1.21 billion last year, even though
sales rose 13% to Œ15.77 billion from
Œ13.96 billion. Earnings before in-
terest and taxes were down 11% to
Œ1.51 billion from Œ1.69 billion.

BASF said it will suspend its cur-
rent share-buyback program until
goods and financial markets have
stabilized, adding, however, that it
still plans to buy back shares val-
ued at Œ3 billion by mid-2010.

In an effort to reduce costs, the
company said it will cut 1,000 jobs
world-wide. , which should contrib-
ute more than Œ1 billion to its earn-
ings from 2012 onward. Most of the
cuts will come in 2009 and 2010.

However, the chemical giant
also sees an upside to the current
market conditions, saying that its
healthy balance sheet would allow
it to make acquisitions. “We will
now closely look at what the mar-
ket has to offer,” said Mr. Ham-
brecht.

AstraZeneca profit jumps 29%,
and full-year forecast is raised

Premiere’s tough goal
Football-broadcast
rights may cost more
than its market cap

Sun Microsystems posts
loss on big write-down

By Elena Berton

LONDON—AstraZeneca PLC
lifted its full-year outlook as it re-
ported a 29% rise in third-quarter
net profit, driven by strong sales of
cholesterol drug Crestor and favor-
able currency movements.

In the three months ended Sept.
30, British-based AstraZeneca’s net
profit rose to $1.73 billion from
$1.34 billion a year earlier.

Its total sales increased 8.7% to
$7.78 billion from $7.15 billion on
strong sales of Crestor, a robust per-
formance in emerging markets and
the weakening of the British pound
compared with the U.S. dollar—help-
ing offset a slowdown of its top
seller, heartburn treatment Nex-
ium. That drug showed a modest
1.7% sales increase to $1.31 billion,
as U.S. sales declined against a back-
drop of intense price competition.

Sales of Crestor rose 33% to $922
million, as more doctors prescribed
the drug as a treatment for plaque
buildup inside arteries, as well as a
cholesterol therapy. Crestor is ex-
pected to get a boost after data are

released next month from a key
study that was stopped early be-
cause the drug proved effective at
reducing the risk of death and heart
problems in less ill patients.

The company raised its 2008
forecast for core earnings per share
to a range of $4.90 to $5.05. Its previ-
ous outlook for core earnings,
which exclude restructuring costs
and charges related to last year’s
purchase of U.S. biotech company
MedImmune, was $4.60 to $4.90.

AstraZeneca said it doesn’t plan
further share buybacks this year—
echoing comments made last week
by rival GlaxoSmithKline PLC.

Chief Financial Officer Simon
Lowth said the buyback suspension
will give AstraZeneca flexibility to
acquire further assets, such as ex-
perimental drugs, should opportuni-
ties arise. Small biotech companies
are becoming increasingly vulnera-
ble amid the looming economic
downturn, creating acquisition op-
portunities for larger, cash-rich
pharmaceutical companies.
 —Ishaq Siddiqi

contributed to this article.

L’Oréal cuts sales, profit forecasts

CORPORATE NEWS

By Archibald Preuschat

FRANKFURT—As its losses accu-
mulate and its share price falls,
News Corp.’s latest pay-TV invest-
ment, Premiere AG, has another
challenge: retaining the broadcast
rights for German football’s top na-
tional league.

The auction for the rights to air
the national Bundesliga games has
been scheduled for Friday, just as
Premiere suffers a crisis that began
earlier this month when it restated
its subscriber base, reducing the fig-
ure by almost one million. Its mar-
ket capitalization was halved within
24 hours as a result and it is renego-
tiating its financing.

The football rights, which Pre-
miere has held since last season, are
the German company’s juiciest offer-
ing to subscribers. But they are also
expensive. Bundesliga football
pay-TV rights go for around Œ200
million ($259 million) in the current
season of 2008-2009, a hefty pay-
ment for a company with a total mar-
ket cap of around Œ192 million,
down from Œ1.5 billion a year ear-
lier, and with net debt of Œ223.7 mil-
lion at the end of the second quar-
ter.

A Premiere spokesman said the
company is a reliable partner for
the German football league associa-
tion and that he is confident the

partnership with the league would
continue. However, he declined to
comment on details of how Pre-
miere could finance a bid.

News Corp., for its part, has in-
vested around Œ500 million in build-
ing up its 25.01% stake in Premiere,
according to J.P. Morgan estimates.
News Corp. has a record of using
football to turn around unprofitable
pay-TV companies in Europe, includ-
ing Sky Italia and the U.K.’s British
Sky Broadcasting Group PLC,
which it partly owns. But News
Corp.’s last big investment in Ger-
many, with KirchMedia, fell flat
when the media company filed for
insolvency in 2002.

“News Corp. won’t allow any
other bidder to get the Bundesliga
football rights than Premiere,” said
Sal. Oppenheim analyst Sonia
Rabussier. News Corp., which owns
Dow Jones & Co., publisher of The
Wall Street Journal, declined to com-
ment on whether it will support Pre-
miere’s bid for the Bundesliga foot-
ball rights or if it plans a bid of its
own.

A total of 32 companies are inter-
ested in Germany’s Bundesliga foot-
ball rights, football league associa-
tion Chief Executive Christian Seif-
ert said Thursday. Walt Disney Co.
and its ESPN channel has expressed
interest in the rights, according to
people familiar with the matter. An
ESPN spokesman in London de-
clined to comment on the auction,
other than to say it continues “to ex-
plore sports rights around the
world.”

It will take some weeks until Ger-
many’s football league association,

known as the DFL, which represents
all German professional football
clubs, decides about the bids en-
tered. Besides the price, editorial
competence and strategic perspec-
tives are criteria for the successful
bid, said Mr. Seifert.

Analysts see a few ways News
Corp. could use its financial
strength to secure the rights for Pre-
miere. It could bid directly for the
rights and pass them on to Pre-
miere. Taking advantage of the low
price, News Corp. could bid for the
portion of Premiere that it doesn’t
already own.If Premiere wins the
auction, it has until May to deliver a
guarantee from a bank. The DFL is
considering softening this rule in
light of the current financial crisis.

News Corp. has effectively had
operational control of Premiere
since September when Premiere ap-
pointed the new CEO, Mark Will-
iams, a former high-ranking News
Corp. manager. It has also brought
in three senior appointments from
Sky Italia.

Mr. Williams said this month
that the company has started talks
with banks regarding debt restruc-
turing. Premiere is rapidly using up
the money shareholders invested in
the company by subscribing to a
Œ176 million capital raising 13
months ago. By June 30, about Œ100
million remained and it is likely
third-quarter results Nov. 13 will
show the negative cash-flow trend
has continued. Analysts widely ex-
pect Premiere to disclose that it has
breached its debt covenants when it
unveils its full-year results, likely in
February.

By Katherine Wegert

And Lauren Pollock

Sun Microsystems Inc. swung to
a quarterly loss as the maker of soft-
ware and server systems took a
$1.45 billion write-down to account
for the declining market value of the
company.

Sun posted a net loss of $1.68 bil-
lion, or $2.24 a share, for its fiscal
first quarter ended Sept. 28. That
compares with year-earlier net in-
come of $89 million, or 10 cents a
share.

Excluding the write-downs and
other items, Sun had a loss of nine
cents a share.

Revenue fell 7.1% to $2.99 billion.
Last week, while cutting its earn-
ings outlook, Sun estimated reve-
nue would be between $2.95 billion
and $3.05 billion.

Sun said last week it was con-
ducting an internal impairment

analysis and warned Thursday that
additional charges may be booked
this quarter. Chief Executive
Jonathan Schwartz said the eco-
nomic downturn continued to
weigh on customers during the quar-
ter, especially those that contribute
to Sun’s “traditional high-end busi-
nesses.”

Gross margin decreased 8.3 per-
centage points from last year to
40.2%; Sun had projected gross mar-
gin of 39% to 41%.

Sun, which faces stiff competi-
tion from International Business
Machines Corp., Hewlett-Packard
Co. and Dell Inc. in the server-sys-
tems market, gets more of its sales
from U.S. customers—particularly
those in the hard-hit financial sec-
tor—than its rivals.

Shares slipped 1.4% to $5.21 in af-
ter-hours trading following the re-
port. The stock closed at $5.29, up
9.5%, on the Nasdaq Stock Market
Thursday.
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Premiere AG hopes to win broadcast rights for German football's top national league, featuring clubs such as Karlsruher SC and
FC Bayern München (shown below on Oct. 8), but the auction for the Bundesliga games may go higher than Premiere is worth.

Distant goal

By Christina Passariello

PARIS—L’Oréal SA, the world’s
largest cosmetics group, said Thurs-
day the consumer-spending slow-
down will cause it to miss its target
of double-digit earnings growth for
the first time in more than 20 years.

L’Oréal cut its full-year sales
growth target to about 4%, and said
per-share earnings would rise 7% to
8%, stripping out exchange-rate fluc-
tuations. In August, the company
said it expected earnings-per-share
growth of at least 10% this year.

Since then, consumers around
the world—and especially in the key
markets of Western Europe and the
U.S.—have cut back on purchases of
items such as the company’s L’Oréal
makeup, Kérastase hair products and
Giorgio Armani perfumes. L’Oréal a
few weeks ago announced the clos-
ing of two factories in Europe.

L’Oréal said Thursday its third-

quarter sales rose 3.4% to Œ4.27 bil-
lion ($5.53 billion). The results,
boosted by the acquisition of Yves
Saint Laurent Beauté this year, fell
far short of market expectations.

L’Oréal’s news caps a dismal
week for cosmetics companies.
Procter & Gamble Co. and Estée
Lauder Cos. each cut their full-year
earnings forecast, and Avon Prod-
ucts Inc.’s quarterly earnings
missed expectations.

L’Oréal has often boasted about
its long record of double-digit profit
growth. The company in recent
years changed the metric from pre-
tax profit to earnings per share.
Large share buybacks have helped
L’Oréal reach the latter goal.

L’Oréal’s sales fell in its two big-
gest markets, Western Europe and
North America, where consumer-
confidence levels have fallen to
record lows on the back of the finan-
cial crisis.
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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 10/29 USD 47.62 –70.0 –71.7 –37.3
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 10/29 EUR 30.49 –58.3 –63.2 –28.2
MP-TURKEY.SI OT OT SVN 10/29 EUR 20.61 –59.6 –61.0 –30.7

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 10/29 EUR 3.02 –66.4 –67.5 NS
Parex Eastern Europ Bd EU BD LVA 10/29 USD 9.50 –30.5 –30.5 –13.6
Parex Russian Eq EE EQ LVA 10/29 USD 8.13 –74.4 –73.1 –36.1
Parex Ukrainian Eq EU EQ LVA 10/29 EUR 2.01 –80.4 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 10/30 USD 109.15 –53.7 –60.0 –15.8
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/30 USD 104.91 –54.2 –60.4 –16.5
PF (LUX)-Biotech-Pca OT EQ LUX 10/29 USD 273.46 –17.8 –22.7 –0.7
PF (LUX)-CHF Liq-Pca CH MM LUX 10/29 CHF 123.74 1.4 1.8 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/29 CHF 95.52 1.4 1.8 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/29 EUR 119.85 –46.1 –48.5 –23.6
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/29 USD 75.47 –44.8 –45.7 –14.5
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 10/30 USD 88.35 –61.7 –64.8 –22.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/30 USD 297.85 –59.4 –62.0 –21.9
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/29 EUR 82.96 –39.2 –42.6 –20.1
PF (LUX)-EUR Bds-Pca EU BD LUX 10/29 EUR 368.32 1.9 0.4 0.1
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/29 EUR 289.25 1.9 0.4 0.1
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/29 EUR 122.44 –6.6 –8.0 –3.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/29 EUR 89.26 –6.6 –8.0 –3.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/29 EUR 93.47 –34.7 –36.9 –20.0
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/29 EUR 60.45 –34.7 –36.9 –20.0
PF (LUX)-EUR Liq-Pca EU MM LUX 10/29 EUR 133.89 3.1 3.6 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/29 EUR 100.01 3.1 3.6 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/29 EUR 319.09 –47.7 –51.3 –26.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/29 EUR 109.25 –40.7 –45.2 –23.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/29 USD 160.37 –20.1 –19.8 –6.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/29 USD 114.34 –20.1 –19.8 –6.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/29 USD 12.84 –47.2 –49.2 –23.6
PF (LUX)-Gr China-Pca AS EQ LUX 10/30 USD 205.93 –51.9 –58.4 –7.7
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 10/30 JPY 8636.35 –39.2 –44.1 –25.5
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/30 JPY 7829.71 –41.6 –49.2 –30.3
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/30 JPY 7650.89 –41.9 –49.5 –30.8
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/30 JPY 4099.68 –40.5 –47.6 –29.3
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/30 USD 163.95 –48.6 –52.9 –13.9
PF (LUX)-Piclife-Pca CH BA LUX 10/29 CHF 690.27 –18.8 –22.3 –9.7
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/29 EUR 48.09 –37.5 –42.3 –20.7
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/29 USD 25.62 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/29 USD 69.79 –37.5 –42.8 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/29 EUR 337.34 –45.4 –50.9 –23.2
PF (LUX)-US Eq-Ica US EQ LUX 10/29 USD 81.74 –36.5 –38.5 –15.9
PF (LUX)-USA Index-Pca US EQ LUX 10/29 USD 74.34 –35.9 –38.8 –16.9
PF (LUX)-USD Gov Bds-Pca US BD LUX 10/29 USD 486.65 3.1 5.1 5.2
PF (LUX)-USD Gov Bds-Pdi US BD LUX 10/29 USD 367.68 3.1 5.1 5.2
PF (LUX)-USD Liq-Pca US MM LUX 10/29 USD 129.82 2.2 2.8 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/29 USD 87.51 2.2 2.8 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/29 EUR 107.34 –31.3 –33.4 –14.4
PF (LUX)-WldGovBds-Pca GL BD LUX 10/29 USD 148.82 1.1 2.8 5.8

PF (LUX)-WldGovBds-Pdi GL BD LUX 10/29 USD 125.94 1.1 2.8 5.8
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/29 USD 51.25 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 10/29 USD 8.11 –44.0 –46.4 –21.5
Japan Fund USD JP EQ IRL 10/30 USD 12.36 –26.6 –32.7 –17.4

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 10/29 USD 45.26 NS –63.8 NS

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/29 EUR 597.34 –39.3 –42.2 NS
Core Eurozone Eq B EU EQ IRL 10/29 EUR 675.86 NS NS NS
Euro Fixed Income A EU BD IRL 10/29 EUR 1139.05 –8.8 –10.4 –5.8
Euro Fixed Income B EU BD IRL 10/29 EUR 1207.49 –8.3 –9.8 –5.2
Euro Small Cap A EU EQ IRL 10/29 EUR 922.47 –47.6 –53.2 –29.3
Euro Small Cap B EU EQ IRL 10/29 EUR 981.22 –47.4 –52.9 –28.8
Eurozone Agg Eq A EU EQ IRL 10/29 EUR 517.37 –46.0 –48.8 NS
Eurozone Agg Eq B EU EQ IRL 10/29 EUR 738.37 –45.7 –48.5 –23.9
Glbl Bd (EuroHdg) A GL BD IRL 10/29 EUR 1185.88 –8.3 –8.6 –3.9
Glbl Bd (EuroHdg) B GL BD IRL 10/29 EUR 1249.93 –7.8 –7.9 –3.3
Glbl Bd A EU BD IRL 10/29 EUR 1015.55 0.7 –0.8 –3.1
Glbl Bd B EU BD IRL 10/29 EUR 1073.69 1.2 –0.2 –2.5
Glbl Real Estate A OT EQ IRL 10/29 USD 661.60 –48.0 –53.6 –28.4
Glbl Real Estate B OT EQ IRL 10/29 USD 677.29 –47.7 –53.3 –28.0
Glbl Real Estate EH-A OT EQ IRL 10/29 EUR 634.41 –45.9 –51.6 –29.1
Glbl Real Estate SH-B OT EQ IRL 10/29 GBP 60.00 –45.3 –50.9 –27.8
Glbl Strategic Yield A EU BD IRL 10/29 EUR 1138.93 –23.8 –24.9 –11.4
Glbl Strategic Yield B EU BD IRL 10/29 EUR 1210.25 –23.4 –24.5 –10.8
Japan Equity A JP EQ IRL 10/29 JPY 9900.00 –46.8 –51.3 –31.0
Japan Equity B JP EQ IRL 10/29 JPY 10478.00 –46.5 –51.0 –30.5
Multi St Cash Plus EH-A GL EQ IRL 10/29 EUR 904.30 –10.6 –10.8 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/29 USD 1155.18 –56.3 –59.4 –21.4
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/29 USD 1223.98 –56.1 –59.1 –20.9
Pan European Eq A EU EQ IRL 10/29 EUR 766.85 –43.6 –46.8 –23.9
Pan European Eq B EU EQ IRL 10/29 EUR 811.80 –43.4 –46.6 –23.5
US Equity A US EQ IRL 10/29 USD 696.42 –40.0 –42.2 –17.5
US Equity B US EQ IRL 10/29 USD 740.43 –39.7 –41.9 –17.0
US Small Cap A US EQ IRL 10/29 USD 1002.84 –41.6 –45.6 –20.5
US Small Cap B US EQ IRL 10/29 USD 1066.87 –41.3 –45.2 –20.1

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/30 SEK 64.11 –45.0 –49.4 –25.8
Choice Japan Fd JP EQ LUX 10/30 JPY 46.98 –40.6 –45.7 –27.7
Choice Jpn Chance/Risk JP EQ LUX 10/30 JPY 46.59 –47.9 –52.5 –28.8
Choice NthAmChance/Risk US EQ LUX 10/30 USD 3.05 –41.6 –42.8 –19.4
Europe 2 Fd EU EQ LUX 10/30 EUR 0.77 –46.5 –49.3 –24.5
Europe 3 Fd EU EQ LUX 10/30 GBP 2.70 –42.6 –42.5 –17.7
Global Chance/Risk Fd GL EQ LUX 10/30 EUR 0.53 –32.3 –37.1 –18.8
Global Fd GL EQ LUX 10/30 USD 1.73 –41.5 –44.5 –18.6
Intl Mixed Fd -C- NO BA LUX 10/30 USD 22.40 –32.8 –34.9 –12.7
Intl Mixed Fd -D- NO BA LUX 10/30 USD 15.81 –32.8 –34.9 –11.5
Wireless Fd OT EQ LUX 10/30 EUR 0.11 –43.7 –47.4 –18.8

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/30 USD 4.30 –52.8 –57.7 –18.2
Currency Alpha EUR -IC- OT OT LUX 10/30 EUR 10.95 7.2 6.5 NS
Currency Alpha EUR -RC- OT OT LUX 10/30 EUR 10.91 6.9 6.0 NS
Currency Alpha SEK -ID- OT OT LUX 10/30 SEK 106.28 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/30 SEK 107.57 NS NS NS
Generation Fd 80 OT OT LUX 10/30 SEK 6.51 –31.2 –34.1 NS
Nordic Focus EUR NO EQ LUX 10/30 EUR 56.67 –42.7 NS NS
Nordic Focus NOK NO EQ LUX 10/30 NOK 60.38 NS NS NS
Nordic Focus SEK NO EQ LUX 10/30 SEK 59.49 –40.2 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/30 USD 0.76 –53.2 –58.2 –17.7
Choice North America Eq. Fd US EQ LUX 10/30 USD 1.47 –39.3 –40.4 –18.9
Ethical Global Fd GL EQ LUX 10/30 USD 0.65 –40.8 –44.2 –19.0
Ethical Sweden Fd NO EQ LUX 10/30 SEK 28.49 –36.1 –40.0 –17.7
Europe Fd EU EQ LUX 10/30 USD 1.67 –52.9 –54.5 –17.1
Global Equity Fd GL EQ LUX 10/30 USD 1.10 –41.6 –44.7 –17.8
Index Linked Bd Fd SEK OT BD LUX 10/30 SEK 12.70 1.7 3.4 2.6
Medical Fd OT EQ LUX 10/30 USD 2.88 –25.2 –24.4 –10.3
Short Medium Bd Fd SEK NO MM LUX 10/30 SEK 9.09 2.4 2.9 2.8
Technology Fd OT EQ LUX 10/30 USD 1.73 –39.4 –42.0 –14.6
World Fd GL EQ LUX 10/30 USD 1.68 –37.3 –40.3 –10.9

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/30 EUR 1.26 1.4 1.5 2.2
Short Bond Fd SEK NO MM LUX 10/30 SEK 21.37 1.9 2.4 2.6
Short Bond Fd USD US MM LUX 10/30 USD 2.49 1.4 2.2 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/30 SEK 9.97 –2.4 –2.2 –0.4
Alpha Bond Fd SEK -B- NO BD LUX 10/30 SEK 8.95 –2.4 –2.2 –0.4
Alpha Bond Fd SEK -C- NO BD LUX 10/30 SEK 24.98 –2.5 –2.3 –0.6
Alpha Bond Fd SEK -D- NO BD LUX 10/30 SEK 8.32 –2.5 –2.3 –0.6
Alpha Short Bd SEK -A- NO MM LUX 10/30 SEK 10.70 1.9 2.4 2.7
Alpha Short Bd SEK -B- NO MM LUX 10/30 SEK 10.04 1.9 2.4 2.7
Alpha Short Bd SEK -C- NO MM LUX 10/30 SEK 20.95 1.8 2.3 2.5
Alpha Short Bd SEK -D- NO MM LUX 10/30 SEK 8.71 1.8 2.3 2.5
Bond Fd EUR -C- EU BD LUX 10/30 EUR 1.26 3.8 3.5 1.7
Bond Fd EUR -D- EU BD LUX 10/30 EUR 0.50 3.8 3.5 1.8
Bond Fd SEK -C- NO BD LUX 10/30 SEK 39.80 5.4 5.6 3.3
Bond Fd SEK -D- NO BD LUX 10/30 SEK 11.94 4.1 4.4 2.8
Corp. Bond Fd EUR -C- EU BD LUX 10/30 EUR 1.07 –9.3 –10.9 –5.3
Corp. Bond Fd EUR -D- EU BD LUX 10/30 EUR 0.84 –9.6 –11.2 –5.5
Corp. Bond Fd SEK -C- NO BD LUX 10/30 SEK 10.44 –13.5 –14.4 –7.0
Corp. Bond Fd SEK -D- NO BD LUX 10/30 SEK 8.20 –13.3 –14.3 –6.9
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/30 EUR 96.07 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/30 EUR 95.88 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/30 SEK 102.36 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/30 SEK 945.11 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/30 SEK 20.42 3.5 3.9 3.1
Flexible Bond Fd -D- NO BD LUX 10/30 SEK 11.56 3.5 3.9 3.1

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/30 SEK 83.87 –21.0 –23.8 –10.3
Global Hedge I SEK -D- OT OT LUX 10/30 SEK 76.65 –23.3 –26.0 –11.6

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/30 USD 1.52 –54.5 –56.9 –14.1

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/30 SEK 15.45 –53.7 –59.2 –25.6
Europe Chance/Risk Fd EU EQ LUX 10/30 EUR 858.35 –49.5 –51.9 –26.7

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/29 USD 11.64 –64.8 –71.1 –15.5
Eq. Pacific A AS EQ LUX 10/29 USD 5.73 –58.7 –62.9 –18.5

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 10/29 EUR 19.86 –9.5 –10.7 –5.3
Bonds Eur Hi Yld A EU BD LUX 10/28 EUR 13.73 –35.2 –37.1 –20.0
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 10/29 USD 22.43 –11.1 –10.7 –2.7
Bonds US OppsCoreplus A US BD LUX 10/29 USD 30.49 –3.1 –1.8 1.9
Bonds World A GL BD LUX 10/28 USD 36.37 –2.2 –0.4 4.6
Eq. ConcentratedEuropeA EU EQ LUX 10/29 EUR 20.54 –49.1 –50.9 –28.1
Eq. Eastern Europe A EU EQ LUX 10/29 EUR 15.45 –64.9 –65.2 –32.7
Eq. Equities Global Energy OT EQ LUX 10/29 USD 14.48 –42.5 –41.8 –10.5
Eq. Euroland A EU EQ LUX 10/29 EUR 9.32 –46.1 –48.0 –24.2
Eq. Euroland MidCapA EU EQ LUX 10/29 EUR 14.99 –48.3 –52.9 –27.7
Eq. EurolandCyclclsA EU EQ LUX 10/29 EUR 13.41 –47.1 –48.0 –19.9
Eq. EurolandFinancialA OT EQ LUX 10/28 EUR 8.16 –56.2 –57.7 –36.6
Eq. Glbl Emg Cty A GL EQ LUX 10/29 USD 5.28 –60.9 –63.2 –22.9
Eq. Global A GL EQ LUX 10/29 USD 20.77 –45.7 –47.9 –23.7
Eq. Global Technol A OT EQ LUX 10/29 USD 3.88 –45.2 –50.6 –24.7
Eq. Gold Mines A OT EQ LUX 10/29 USD 13.24 –55.8 –58.3 –25.8
Eq. Japan A JP EQ LUX 10/29 JPY 639.39 –51.7 –55.7 –35.1
Eq. Japan Sm Cap A JP EQ LUX 10/29 JPY 822.51 –51.8 –58.5 –43.4
Eq. Japan Target A JP EQ LUX 10/29 JPY 1433.29 –29.2 –34.3 –20.5
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 10/29 GBP 9.18 –46.2 –49.8 –26.8

Eq. US ConcenCore A US EQ LUX 10/29 USD 16.75 –37.6 –38.5 –17.4
Eq. US Lg Cap Gr A US EQ LUX 10/29 USD 11.50 –42.8 –45.0 –19.6
Eq. US Mid Cap A US EQ LUX 10/29 USD 20.02 –48.8 –52.3 –19.5
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 10/29 USD 13.99 –45.1 –48.7 –28.2
Money Market EURO A EU MM LUX 10/29 EUR 26.94 3.6 4.4 4.0
Money Market USD A US MM LUX 10/29 USD 15.69 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 10/30 EEK 111.85 –58.3 –63.1 –33.9
New Europe Small Cap EUR EE EQ EST 10/30 EEK 56.98 –59.1 –63.2 –33.3
Second Wave EUR EE EQ EST 10/30 EEK 104.31 –62.0 –64.8 –28.2

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/30 JPY 8767.00 –47.7 –55.6 –33.0
YMR-N Japan Fund JP EQ IRL 10/30 JPY 10148.00 –41.7 –49.8 –27.5
YMR-N Low Price Fund JP EQ IRL 10/30 JPY 12843.00 –43.7 –52.3 –30.0
YMR-N Small Cap Fund JP EQ IRL 10/30 JPY 6032.00 –51.3 –58.8 –37.3
Yuki Mizuho Gen Jpn III JP EQ IRL 10/30 JPY 4762.00 –48.7 –54.6 –31.0
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/30 JPY 5081.00 –47.7 –55.4 –34.3
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/30 JPY 6763.00 –46.0 –51.9 –32.2
Yuki Mizuho Jpn Gen JP EQ IRL 10/30 JPY 8619.00 –43.9 –53.0 –29.2
Yuki Mizuho Jpn Gro JP EQ IRL 10/30 JPY 6271.00 –49.2 –56.7 –34.2
Yuki Mizuho Jpn Inc JP EQ IRL 10/30 JPY 8384.00 –36.0 –44.0 –23.1
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/30 JPY 5409.00 –42.7 –49.0 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/30 JPY 10821.00 –40.3 –48.4 –27.0
Yuki Mizuho Jpn PGth JP EQ IRL 10/30 JPY 8072.00 –50.8 –57.2 –32.7
Yuki Mizuho Jpn SmCp JP EQ IRL 10/30 JPY 5847.00 –53.9 –60.4 –36.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/30 JPY 5308.00 –43.5 –49.8 –30.0
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/30 JPY 2350.00 –58.9 –66.5 –49.7

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/30 JPY 4681.00 –47.1 –52.2 –31.4
Yuki 77 General JP EQ IRL 10/30 JPY 6307.00 –45.1 –52.0 –30.0
Yuki 77 Growth JP EQ IRL 10/30 JPY 6535.00 –46.7 –54.7 –32.7
Yuki 77 Income AS EQ IRL 10/30 JPY 5205.00 –37.9 –43.1 NS

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/30 JPY 6749.00 –42.0 –51.6 –30.0
Yuki Chugoku Jpn Gro JP EQ IRL 10/30 JPY 5431.00 –46.2 –52.4 –29.1
Yuki Chugoku Jpn Inc JP EQ IRL 10/30 JPY 5709.00 –34.3 –39.9 –21.9
Yuki Chugoku JpnLowP JP EQ IRL 10/30 JPY 7845.00 –39.8 –49.8 –25.2
Yuki Chugoku JpnPurGth JP EQ IRL 10/30 JPY 4900.00 –44.0 –53.2 –30.4

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/30 JPY 7192.00 –44.1 –52.0 –30.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/30 JPY 4901.00 –44.4 –51.6 –28.9
Yuki Hokuyo Jpn Inc JP EQ IRL 10/30 JPY 5513.00 –34.6 –42.6 –24.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 10/30 JPY 4426.00 –48.7 –55.4 NS

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/30 JPY 5086.00 –47.6 –55.3 –32.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/30 JPY 4800.00 –46.2 –53.7 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/30 JPY 5514.00 –42.4 –55.5 –29.3

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 10/29 EUR 92.29 –17.7 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 10/28 USD 75.63 58.9 85.5 30.9
Superfund GCT USD* GL EQ LUX 10/28 USD 3501.00 44.3 60.1 21.2
Superfund Gold A (SPC) GL OT CYM 10/28 USD 957.32 8.9 27.0 23.2
Superfund Gold B (SPC) GL OT CYM 10/28 USD 1086.22 16.0 40.6 28.9
Superfund Q-AG* OT OT AUT 10/28 EUR 8491.00 31.3 41.1 17.6

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 09/30 USD 178.17 8.1 12.5 13.5

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 09/30 EUR 1238.56 –1.0 4.1 9.1
Winton Evolution GBP GL OT VGB 09/30 GBP 1214.27 –0.5 5.1 10.3
Winton Evolution JPY GL OT VGB 09/30 JPY 109745.75 –4.5 –0.3 5.3
Winton Evolution USD GL OT CYM 09/30 USD 1206.55 –1.6 3.6 9.6
Winton Futures EUR GL OT VGB 09/30 EUR 185.04 9.0 14.5 16.3
Winton Futures GBP GL OT VGB 09/30 GBP 198.47 10.1 16.1 17.9
Winton Futures JPY Lead Series 2 GL OT VGB 09/30 JPY 13541.20 7.6 12.1 14.0
Winton Futures USD GL OT VGB 09/30 USD 659.57 8.8 14.5 17.2

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 10/17 EUR 123.58 –12.7 –5.8 –3.9
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 10/17 USD 261.45 –12.8 –5.7 –2.3

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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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Hitachi, Nikon and Pioneer
slash their profit forecasts

Mazda and Mitsubishi
record lower profits
Auto makers reduce
full-year forecasts;
yen gains strength

GLOBAL BUSINESS BRIEFSCORPORATE NEWS

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

Mazda Motor’s latest quarterly results
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British American Tobacco PLC

Cigarette maker British Ameri-
can Tobacco PLC on Thursday said
third-quarter net profit rose 9.5%,
boosted by better sales of global
brands—particularly in emerging
markets—and a gain from changes
in currency values. Net profit in-
creased to £657 million ($1.08 bil-
lion) from £600 million a year ear-
lier, said the maker of Dunhill, Pall
Mall and Lucky Strike cigarettes.
Revenue rose 26% to £3.25 billion.
The company attributed the revenue
gain to its expansion into emerging
markets, where smoking rates are
higher than in many developed coun-
tries. In June, BAT took over the ciga-
rette assets of Tekel, a Turkish state-
owned tobacco business, giving BAT
greater access to markets in the Mid-
dle East and Africa. The next month,
BAT bought most of Denmark’s Skan-
dinavisk Tobakskompagni.

—Compiled from staff
and wire service reports.

Eni SpA

Eni SpA and Enel SpA signed an
agreement with OAO Gazprom to de-
velop the Russian Arctic Gas and
Urengoil assets, seeking to tap Rus-
sia’s hydrocarbon fields. Eni and
Enel said further agreements were
signed for Gazprom to take an eq-
uity stake in Severenergia, as estab-
lished in a 2006 deal. Severenergia
is a Russian venture in which Enel
owns a 40% stake and Eni the re-
maining 60%. Separately, Eni said it
completed an asset-swap deal with
French utility GDF Suez SA. Under
the terms of the deal, Eni is buying
57.3% stake in Belgian gas supplier
Distrigas SA for about Œ2.7 billion
($3.49 billion). In return, Eni is sell-
ing a portfolio of assets to GDF Suez,
including the gas distribution net-
works in and around Rome for Œ1.02
billion. The EU forced Suez to sell
Distrigas for antitrust reasons.

Erste Group Bank AG

Austrian lender Erste Group
Bank AG saw its third-quarter net
profit more than triple, boosted by a
large gain, and said it will dip into
Austria’s financial support-package
to strengthen its capital base by
Œ2.7 billion ($3.5 billion). Erste said
it asked the government for a Œ2.7
billion capital-increase before the
end of year, which will raise its Tier
1 ratio—a key measure of a bank’s
capital strength—to above 10%
from 7% at the end of 2007. The
lender is the first major bank in Aus-
tria to seek aid. Erste said net profit
leaped to Œ826.4 million from
Œ271.9 million a year earlier thanks
to a Œ601.8 million gain from the
sale of its insurance business. The
bank said it still expects full-year
net profit to rise around 15%.

France Télécom SA

France Télécom SA said third-
quarter revenue grew slightly from
a year earlier and stuck to its 2008
outlook, despite the deteriorating
economic situation. For the quarter
ended Sept. 30, revenue rose to
Œ13.55 billion ($17.54 billion) from
Œ13.51 billion a year earlier. The
French telecommunications opera-
tor cited a solid performance across
markets, with the exception of
Spain and some African countries,
where it felt some negative impact
from the financial crisis. “Our busi-
ness is proving more resilient than
the rest of the economy in this quar-
ter at least,” Chief Financial Officer
Gervais Pellissier said in a confer-
ence call. Earnings before interest,
taxes, depreciation and amortiza-
tion were flat in the quarter at Œ5.09
billion. The company didn’t break
out quarterly net-profit figures.

By Juro Osawa

And Yuzo Yamaguchi

Hitachi Ltd., Nikon Corp. and Pi-
oneer Corp. joined the list of Ja-
pan’s technology companies slash-
ing their full-year forecasts in light
of flagging global demand and dete-
riorating asset values.

At Pioneer, ballooning losses
cost a top executive his job: Presi-
dent Tamihiko Sudo, assuming re-
sponsibility for the company’s re-
duced outlook, announced his resig-
nation Thursday, effective Nov. 15.

Hitachi, Japan’s biggest electron-
ics conglomerate by sales, lowered
its net profit forecast for the fiscal
year ending March 31, 2009, to 15 bil-
lion yen ($152 million) from 40 bil-
lion yen. Its new revenue forecast of
10.90 trillion yen, was down from a
previously expected 11.1 trillion yen.

Hitachi said the financial-mar-
ket crisis is a major factor behind
the reduced forecast, with the com-
pany expecting losses on its share-
holdings and a rise in related taxes.

Pioneer, meanwhile, warned of
a drastically wider full-year net

loss, reflecting bleaker market
conditions. The maker of con-
sumer and car electronics now ex-
pects a loss of 78 billion yen for
the fiscal year ending March 31,
compared with an earlier forecast
of a 19-billion-yen loss.

For the July-September quarter,
Pioneer posted a net loss of 45.23
billion yen, compared with a loss of
2.4 billion yen a year earlier. Reve-
nue fell 17% to 166.1 billion yen.

Nikon cut its group net profit
outlook for the fiscal year ending
March to 47 billion yen from 78 bil-
lion yen due to weakening demand
for its digital cameras and preci-
sion equipment.

Elsewhere,Sharp Corp.said its fis-
cal first-half profit skidded 35%,
dragged down by weakness in its mo-
bile phone hand-set business. Sharp’s
profitfortheApril-Septemberhalffell
to 28.01 billion yen ($288.2 million)
from 43.31 billion yen in the year-ear-
lier period. Sharp stuck to its recently
lowered net profit forecast of 60 bil-
lion yen for the fiscal full year, down
from net profit of 101.92 billion yen in
the previous year.

Intel Corp.

Intel Corp.’s venture-capital arm
will invest 386 million New Taiwan
dollars (US$11.6 million) for a 20%
stake in unlisted Taiwanese mobile
operatorVMAXTelecomCo.,thecom-
panies said. Intel also signed a deal
with Taiwan’s Ministry of Economic
Affairs to establish a software-devel-
opment center on the island that will
focus on technologies for mobile de-
vices. VMAX, with capital of NT$1 bil-
lion, is a joint venture between tele-
communications-gear maker Tecom
Co. and mobile-phone operator VIBO
TelecomInc.“IntelCapital’sintended
investment and Intel’s accompany-
ing business engagement will enable
VMAX to deploy Taiwan’s first mo-
bile WiMax network, intended to be
commercially available within the
first half of next year,” Intel said.

Japan Tobacco Inc.

Japan Tobacco Inc. posted a 24%
decline in fiscal second-quarter net
profitbecauseofamortizationrelated
to its acquisition of British tobacco
maker Gallaher Group PLC. JT, as it is
known, the world’s third-largest to-
bacco company by sales volume after
Altria Group Inc. and British Ameri-
can Tobacco PLC, had a net profit of
52.5 billion yen ($540.2 million) in the
quarter ended in September, com-
pared with 69.2 billion yen a year ear-
lier. But JT said revenue rose 4.9% to
1.777 trillion yen, partly because of a
strongperformancebyitsoverseasto-
bacco business. Operating profit fell
25% to 94.1 billion yen. For its fiscal
yearendinginMarch,JTraiseditsnet-
profit outlook to 160 billion yen from
148 billion yen; the revised figure rep-
resents a 33% year-to-year decline.

Eastman Kodak Co.

Eastman Kodak Co. said its third-
quarter profit more than doubled,
reflecting restructuring charges
booked in the year-earlier period,
but revenue fell and the company
lowered its financial outlook. The
camera and film supplier reported
net income of $96 million, or 34
cents a share, up from $37 million,
or 13 cents a share, a year earlier. Ex-
cluding items, per-share earnings
from continuing operations fell to
22 cents from 46 cents. Revenue de-
creased 5.1% to $2.41 billion. Sales
from the company’s consumer digi-
tal business, which includes cam-
eras and inkjet printers, rose 7%.
For the full year, Kodak had pro-
jected sales as flat or up 2%. It now
expects revenue to fall by 3% to 5%.
The company also cut its earnings
forecast heading into the holiday
sales season.

By Yoshio Takahashi

TOKYO—MAZDA MOTOR Corp.
and Mitsubishi Motors Corp. both
announced lower fiscal second-
quarter profits and cut their fore-
casts for the full fiscal year, making
them the latest victims of the global
economic turmoil.

Mazda, which is 33.4%-owned by
Ford Motor Co., reported a 45%
drop in net profit for the quarter
ended Sept. 30 as the yen’s strength
and higher material costs offset
growth in global sales volume.

The earnings report comes as
Ford’s board, exploring ways to bol-
ster its finances amid a global down-
turn, is aiming to sell at least part of
its stake in Mazda, according to peo-
ple familiar with the matter. Mazda
Chief Executive Hisakazu Imaki reit-
erated at a news conference that the
company has nothing to disclose on
the matter.

Mazda, Japan’s fifth-largest
auto maker by sales volume, cut its
net profit projection for the full year

ending in March. Mitsubishi Mo-
tors, the country’s sixth-largest
auto maker, reduced its operating
profit forecast. Both companies also
trimmed their auto sales projec-
tions for the full year.

The two auto makers join Honda
Motor Co. in posting sluggish earn-
ings for the July-September quarter
and issuing profit warnings. Honda
on Tuesday posted a 41% drop in its
second-quarter profit and cut its
full-year profit outlook. Analysts ex-
pect Toyota Motor Corp., which re-
leases earnings next week, and Nis-
san Motor Co., which reports Fri-
day, to also report steep profit
drops for the three months ended
September.

Mazda, whose lineup includes
the Mazda3 subcompact and the
MX-5 Miata convertible, said quar-
terly net profit came to 14.5 billion
yen ($149 million), compared with
26.6 billion yen a year earlier. Sales
fell 5% to 803.7 billion yen. Operat-
ing profit declined 20% to 32.4 bil-
lion yen.

Mitsubishi Motors said its quar-
terly net profit fell 4% to 2.5 billion
yen from 2.6 billion yen a year ear-
lier. Sales dropped 12% to 603.9 bil-
lion yen.

Mazda and Mitsubishi Motors re-
port earnings under Japanese ac-
counting standards.

Metro AG

Metro AG, Germany’s largest re-
tailer by sales, swung to a third-quar-
ter net profit Thursday, helped by a
lower tax bill, but cautioned that the
global economic slowdown could
hurt its business. The company re-
ported a net profit of Œ183 million
($236.8 million) for the three
months ended Sept. 30, compared
with a year-earlier net loss of Œ68
million. Revenue grew 6.7% to Œ16.34
billion from Œ15.31 billion. Metro con-
firmed its 2008 outlook but said the
market environment is getting
“more and more difficult” as cus-
tomer demand has weakened in the
third quarter, particularly in Spain
and Italy. Chief Executive Officer Eck-
hard Cordes said in a conference call
that the company’s 2008 targets re-
main achievable based on a “reason-
able” holiday shopping season.

Nintendo Co.
Nintendo Co. said its net profit

climbed 9.4% in its fiscal first half
on robust sales of its smash-hit Wii
consoles in the U.S. and Europe. But
the videogame powerhouse warned
it won’t make its profit target for
the fiscal year through March, be-
coming the latest in a series of Japa-
nese consumer goods exporters to
buckle under the strong yen as they
brace for shoppers feeling the pinch
of the global economic slowdown on
year-end holiday spending. The Ky-
oto-based company said net profit
for April to September rose to 144.8
billion yen ($1.49 billion) from 132.4
billion yen a year earlier as Wii hard-
ware sales jumped 38% to 10.1 mil-
lion consoles. Revenue rose 17% to
836.9 billion yen for the first half,
from 694.8 billion yen a year earlier.

Novo Nordisk AS

Net profit increases 22%
amid exchange-rate benefits

Boosted by strong demand for
its products and favorable ex-
change rates, insulin maker Novo
Nordisk AS posted a 22% increase
in third-quarter net profit and
raised its full-year outlook. Net
profit rose to 2.66 billion Danish
kroner ($462 million) from 2.18
billion kroner a year earlier while
sales increased 7.1% to 11.25 bil-
lion kroner from 10.5 billion kro-
ner. The Danish pharmaceutical
company said it now expects full-
year operating profit to grow be-
tween 32% and 35%—an increase
of 10 percentage points from its
previous forecast. The company’s
plans for next year reflect intense
competition in the insulin and bio-
pharmaceutical markets, accord-
ing to Novo Nordisk.

Pernod Ricard SA

French wine and spirits company
Pernod Ricard SA reported a 13%
rise in revenue for its fiscal first quar-
ter thanks to the purchase of Absolut
Vodka and double-digit growth at
premium brands such as Perrier-
Jouët Champagne. Despite the eco-
nomic slowdown, sales in the three
months through September rose to
Œ1.76 billion ($2.28 billion). Strip-
ping out the gains from acquisitions,
revenue growth was 7%. Pernod
Ricard said all regions contributed
to the increase in revenue, with even
“slight growth” in the U.S., where
the economy has been hard-hit by
the financial crisis. Looking ahead to
June, the company said it expects
“strong growth” from Absolut
Vodka to help it achieve its goal of
more than 10% growth in full-year
net profit from recurring operations.

Westpac Banking Corp.

Westpac Banking Corp. said its
annual net profit rose 12% year-to-
year, driven by strong deposit and
lending growth, but the group
warned that loan growth is likely to
slow and bad debts will climb as eco-
nomic conditions soften. Net profit
for the year ended Sept. 30 rose to
3.86 billion Australian dollars
(US$2.59 billion) from A$3.45 bil-
lion the previous year, the Sydney-
based lender said. Westpac, which
has made an A$18 billion bid for Aus-
tralia-based lender St. George Bank
Ltd., said cash profit, a measure
closely watched by investors, rose
6% to A$3.73 billion, at the bottom
end of guidance for a 6%-to-8% im-
provement. Revenue rose 12% to
A$11.4 billion, with net-interest in-
come up 14% and noninterest in-
come up 3%.
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With their merger finalized, Delta and Northwest will now fuse fleets, computer
systems, work forces and frequent-flier plans while seeking to save costs.

Delta, Northwest merge
Milestone follows
regulators’ approval;
integration next step

As South Korea strives,
Blackstone is welcomed

PCCW shareholders mull takeover

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

By Susan Carey

And Paulo Prada

Delta Air Lines Inc. and North-
west Airlines Corp. closed their
merger transaction just hours after
the U.S. Justice Department said it
wouldn’t block the plan, in a step
that creates the world’s largest air-
line company by traffic.

The deal essentially was a Delta
acquisition of Northwest in a $2.6
billion all-stock transaction, based
on Northwest’s share price Wednes-
day on what was its last trading day
on the New York Stock Exchange. Its
shares rose 13 cents, or 1.3%, to
$9.90 in 4 p.m. composite trading.
Now Northwest is a wholly owned
unit of Delta.

The next step will be for the carri-
ers to put months of integration
planning into practice as they meld
fleets, computer systems, work
forces, airport gates and frequent-
flier plans, while seeking the cost
savings and revenue synergies on
which the deal is based.

Richard Anderson, Delta’s chief
executive, said the $2 billion in pro-
jected cost savings and additional
revenue created by the merger
would help the combined company

withstand volatility in fuel prices
and the continuing financial crisis
better than if the two companies
stood alone. The combined compa-
nies will have “a lot of opportunity,
a lot of resources, and a lot of tools
to weather the financial difficul-
ties,” he said. “When facing those
kinds of challenges, having $2 bil-
lion in synergy opportunities be-
comes extremely important.”

Because the two airlines have lit-
tle route overlap, it wasn’t expected
that antitrust regulators would seek
concessions or place conditions. The
Justice Department said it found af-
ter a six-month investigation that
the combination is likely to produce

efficiencies that will benefit consum-
ers and not lessen competition.

Another obstacle was cleared
last week when Delta and North-
west reached a settlement with
plaintiffs in an antitrust lawsuit
that was to go to trial Nov. 5 in U.S.
District Court in San Francisco. The
suit, filed last June, sought to block
the merger on grounds that it would
lessen competition and cause ticket
prices to rise. The 28 named plain-
tiffs are passengers who purchased
tickets on the carriers in the past.
The settlement, terms of which
haven’t been disclosed, was an-
nounced Wednesday by plaintiffs’
attorneys.

By Rick Carew

And Laura Santini

Blackstone Group LP said it is
committed to spending $2 billion to
hunt for co-investment deals with
South Korea’s social-security fund,
the latest sign that private equity
and other foreign investment is get-
ting a warmer welcome as the coun-
try grapples with financial turmoil.

The Blackstone announcement
follows similar deals that the Na-
tional Pension Service has signed
with other big investors to commit
capital to South Korea, which has
seen a selloff in its currency and
stocks recently amid fears over the
country’s vulnerability to a world-
wide scarcity of credit.

It also came as South Korean
stocks staged a powerful rally, re-
flecting optimism that equities may
have been oversold. The benchmark
stock index jumped 13%, its biggest
single-day percentage gain, after
news that the country’s central
bank was one of several that had ar-
ranged a currency-swap agreement
with the U.S. Federal Reserve that
could inject more liquidity into its fi-
nancial system.

Earlier in October, the National
Pension Service announced an
agreement with Los Angeles-based
Oaktree Capital Management LP in
which the sides earmarked $3 bil-
lion apiece to invest in South Korea.
Around the same time, it announced
a deal with Asia-focused private-eq-
uity firm MBK Partners LP for each
side to invest $2 billion in the coun-
try.

The National Pension Service is
Korea’s largest institutional inves-
tor and manages more than 229 tril-
lion won ($164.9 billion).

In another sign of foreign inter-
est in Korea, on Wednesday U.S. pri-
vate-equity firm Ripplewood Hold-
ings LLC was named the preferred
bidder to buy a controlling stake in
Daewoo Electronics Corp. It beat
out Digilent Inc., a U.S.-based elec-
tronics parts maker, in the auction.
Terms of the deal weren’t disclosed.

Foreign investment became a po-
litical hot button several years ago,
as foreign investors that had pur-
chased assets after the 1997 Asian fi-
nancial crisis began cashing out at
huge profits, stoking public fury
that the firms were earning money
off Korean labor and not paying
taxes in the country. Most private-
equity funds are domiciled in tax
shelters that have double-taxation
treaties with Korea.

The new co-investing arrange-
ments with the National Pension
Service, however, allow Korean offi-
cials to show a nervous public that
they are taking steps to attract capi-
tal during a time when that capital
is scarce. Meanwhile, it gives the
buyout firms a platform for doing
deals at a time when terms could be
favorable, even if actual deals may
take time to materialize.

“The National Pension Service
wants to further develop its direct
investment capabilities and we can
help them build that,” said Ben Jen-
kins, senior managing director for
Blackstone overseeing the firm’s pri-
vate-equity practice in Asia. “They
can help us get access to deal oppor-

tunities in Korea, a long-term target
market for us.”

The Korean pension fund cur-
rently allocates less than 3% of its as-
sets to alternative investments.
That is a much smaller allocation
than the roughly 10% allocation for
many large U.S. pension funds.

Private-equity funds have long
viewed South Korea as a compelling
opportunity, but public resentment
of foreign investors at times has
made it a tricky place to do busi-
ness. Lone Star Funds has been
thwarted several times in its effort
to sell a controlling stake in Korea
Exchange Bank, which the
U.S.-based firm purchased in 2003
following the country’s credit-card
crisis. The private-equity firm con-
tinues to own the bank, after HSBC
Holdings PLC pulled its bid a few
weeks ago citing falling valuations
for bank shares globally.

After the Asian financial crisis of
the late 1990s, private equity
jumped into South Korea and sev-
eral investors eventually made out
well.
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By Rick Carew

HONG KONG—PCCW Ltd. said
late Thursday that its two largest
shareholders, a company controlled
by PCCW Chairman Richard Li and a
Chinese telecommunications com-
pany, are jointly considering a take-
over offer for it.

PCCW, the primary fixed-line tele-
communications operator in Hong
Kong, made the statement in a filing
with the city’s stock exchange and
gave no indication of pricing. The
company was valued at 19.64 billion
Hong Kong dollars (US$2.53 billion)
based on a premarket trading price of
HK$2.90 when trading was sus-
pended Oct. 14, pending an announce-
ment.

Chinese state-run phone company
China Network Communications
Group Corp., which was recently ac-
quired by rival China Unicom Ltd., is

aiming to at least maintain its 20%
stake in PCCW as part of the buyout, a
person familiar with the deal said ear-
lier. China Netcom acquired the stake
in 2005 for $1 billion; PCCW’s hold-
ings are of strategic interest for China
because they contain the core tele-
communication assets of Hong Kong.

Mr. Li’s new plan follows PCCW’s
failure to sell a 45% stake in its main
telecommunications and media as-
sets, which are held by a unit called
HKT Group Holdings Ltd. This month,
the company said bids it received
from private-equity buyers weren’t
“sufficiently attractive.” PCCW
hoped to use the cash for new ven-
tures and to bring in a partner that
could help run the media and telecom
businesses.

According to the filing, Singapore-
listed holding company Pacific Cen-
tury Regional Developments Ltd. is
considering a PCCW buyout. Mr. Li

owns 77% of the holding company,
known as PCRD. The statement said
the banking unit of HSBC Holdings
PLC is advising PCRD and unit
Starvest Ltd. on the possible deal.

“Shareholders and investors
should be aware that there is no assur-
ance that a privatisation proposal
will ultimately be made or, if a pro-
posal is made, that the conditions to
which it is subject will be fulfilled or
that it will become effective,” the
statement by PCCW said.

A person familiar with the matter
said earlier this month that Mr. Li
was considering a buyout.

The company’s shares had hov-
ered around HK$5 for several years
until they began a sharp drop in early
September, tracking a downturn in
the overall market.

Mr. Li, a veteran deal maker, is the
son of Li Ka-shing, one of the richest
men in Asia.
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A
SERIES of
bombs planted
in cars and rick-

shaws ripped through
markets crowded with
shoppers in India’s vol-
atile northeast Thurs-
day, killing at least 61
people and wounding
more than 300.

The scale of the 13 coordinated blasts surprised
authorities, who struggled to pinpoint the culprits.
The attacks were among the worst ever to hit the
region, which is plagued by separatism, ethnic vio-
lence and Islamic militancy.

Some officials blamed the region’s largest sepa-
ratist group, the United Liberation Front of Asom.

An ULFA spokesman denied his organization had
any role in the attacks. I —Associated Press

Series of bombings kills
at least 61 in northeast

McCain seizes on gaffes
Candidate utilizes
Biden’s comments
on taxes, security

C
OLOMBIAN President
Álvaro Uribe, left,
ousted 20 army offic-

ers, including three generals,
after the soldiers were impli-
cated in a scheme in which
they allegedly killed impover-
ished civilians in order to
dress them up as guerrillas
and pretend they were killed
in combat—thus inflating the
army’s body count.

The scandal is a blow to
Colombia’s military, which had gained in prestige fol-
lowing its aggressive campaign against the Commu-
nist guerrillas known as the Revolutionary Armed
Forces of Colombia. The guerrilla army has suffered
thousands of desertions and the loss of many of its
most experienced leaders. —José de Córdoba
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T
ENS of thou-
sands of Syri-
ans turned

out for a govern-
ment-orchestrated
protest against a
deadly U.S. raid
near the Iraqi bor-
der.

Hundreds of Syr-
ian riot police formed a protective ring around the
closed U.S. Embassy, but the flag-waving crowds dis-
persed peacefully after a couple of hours later, as
students headed to schools and employees to work.

The troops took up positions around the em-
bassy and the adjacent U.S. residence building. The
embassy was closed because of security concerns re-
lated to the protest, and the American school in
Damascus was also shut for the day.

JOHN MCCAIN’S campaign be-
lieves it has been handed two
winning arguments in the clos-

ing days of the U.S. presidential race,
both courtesy of Democratic vice-
presidential nominee Joe Biden.

Unscripted comments by Sen.
Biden—one on taxes, the other on in-

ternational affairs—have given the
Republican presidential nominee a
new way to contend that Barack
Obama, the Democratic presidential
candidate, is a risk to voters’ wallets
and to national security.

“You know, he’s the gift that keeps
on giving,” Sen. McCain told a crowd
gathered in the town square here
Thursday. The Arizona senator was
on a two-day bus trip across Ohio, a
pivotal battleground state.

On Oct. 19, Sen. Biden predicted
that within the first months of his
presidency, Sen. Obama would be
“tested” with an international crisis,
just as President John F. Kennedy was
by crises involving Cuba. Sen. McCain
used the incident to remind voters
that he was a Navy pilot in the cockpit
of a fighter jet at the height of the Cu-
ban missile crisis in 1962.

“l know how close we came to a nu-
clear war,” he said at a rally Thursday
in Defiance, Ohio. “I will not be a pres-
ident who needs to be tested.”

Monday, Sen. Biden implied that
only those earning less than
$150,000 a year would qualify for a
tax break under an Obama adminis-
tration. The Obama campaign has
said no one earning less than

$250,000 would see their taxes rise,
and it promises a tax cut for those
earning less than $200,000.

“It’s interesting how their defini-
tion of rich has a way of creeping
down,” Sen. McCain said in Defiance.

Sen. Biden has long been known
for his verbosity and imprecision in
public statements. Obama campaign
officials say they still consider him a
net positive in the race, helping win
votes in Florida, Ohio and Pennsylva-
nia. He is expected to campaign in
those states this week.

David Axelrod, the Obama cam-
paign’s senior political strategist,
said Sen. Biden has “been more than
a net positive—he’s been an absolute
plus. There isn’t a candidate out
there who doesn’t make mistakes
now and then. We don’t want to
change Joe Biden—he’s tremen-
dously appealing out there.”

The Democrats, meanwhile, have
turned to Republican vice-presiden-
tial nominee Gov. Sarah Palin in their
attacks. Polls suggest that many
Americans feel she isn’t qualified to
be president. Wednesday, the Obama
campaign released a television ad
quoting Sen. McCain as saying he
may need to rely on his vice president
when it comes to economic issues.
The screen says: “His choice?”—then

cuts to Gov. Palin winking at the cam-
era, a moment from the vice-presi-
dential debate.

The McCain campaign has also
seized on a seemingly off-the-cuff
statement Sen. Biden made in Penn-
sylvania in September while walking
a rope line. Sen. Biden said the Obama
campaign didn’t support “clean coal
technology,” a theoretical process in
which the dirty fuel is rendered
cleaner than alternatives through a
process that traps carbon emissions.

“We are not supporting clean
coal,” Sen. Biden said, in comments
that were likely videotaped without
his realizing it. “No coal plants here
in America.”

Republicans were quick to con-
vert the statements to attack ads,
which have been in heavy rotation in
Coal Country parts of battleground
states, including Ohio and Pennsylva-
nia. For these states, finding clean ap-
plications for the fuel is crucial in the
age of global warming.

The Obama campaign has said re-
peatedlythatSen.Bidenwasmisunder-
stood. The Delaware senator, during
the vice-presidential debate, said his
comments were taken out of context.
 —Stephen Power

contributed to this article.

Uribe ousts army officers
implicated in killings
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Euro-zone confidence stands at the
lowest level in 15 years, posting
its largest ever monthly drop

Lost confidence
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Euro-zone confidence
slumped during October
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U.S. Republican presidential candidate John McCain at a rally in Defiance, Ohio, on
Thursday. He is on a two-day bus trip across the battleground state.

By Emma Charlton

The worsening economic out-
look and financial-market turmoil
provoked a big drop in the confi-
dence of the euro zone’s businesses
and consumers in October, com-
pounding fears that the currency
bloc faces a prolonged recession.

With the European Central Bank
also forecasting lower inflation
ahead, economists expect it to focus
on averting a painful downturn with
a rapid series of rate cuts.

The European Commission’s
measure of economic sentiment, en-
compassing both consumer and
business outlooks for the 15 coun-
tries sharing the euro, posted its
largest month-on-month decline
yet. The composite sentiment meter
fell to 80.4 in October, its lowest
level in 15 years, from 87.5 in Sep-
tember. At the start of the year the
reading was at 101.7.

The crisis has yet to affect the
job market in Europe’s largest econ-
omy, Germany. The number of unem-
ployed people there fell to 2.997 mil-
lion from 3.081 million in Septem-
ber, translating into a fall in the job-
less rate to 7.2% from 7.4%, data
from Germany’s labor office
showed. But German labor-office
think tank IAB said it expects the
first signs of adverse economic ef-
fects to feed into the work force in
the second half of 2009. Some econo-
mists say those signs could emerge
earlier.

“Unfortunately, this is probably
just [Germany’s] last hurrah. With
the economy slipping into a serious
recession, unemployment looks set
to shoot up significantly next year,”
said Holger Schmieding, an econo-
mist at Bank of America in London.

The consumer gloom is dragging
down retail sales in the region and is
likely to feed through to weaker out-
put. Spanish retail sales in Septem-
ber fell 5.6% on the year in calendar-
adjusted terms after falling 5.9% in
August and 6% in July, data from
Spain’s National Statistics Institute
showed.

“October’s terrible European
Commission survey confirms that
the euro-zone economy is weaken-

ing at an alarming rate,” said Jenni-
fer McKeown, an economist at Capi-
tal Economics in London. “We now
expect the economy to contract by
1% in 2009.”

Manufacturers’ selling-price ex-
pectations fell for a third consecu-
tive month in October. The indicator
that measures consumers’ price ex-
pectations over the next 12 months
edged up to plus 19 from plus 17, indi-
cating more people expected prices
to rise over the coming year in Octo-
ber than a month earlier. But Octo-
ber’s figure was well below June’s
plus 31, indicating consumers think
the inflation peak has passed.

With the credit crunch feeding
into the so-called real economy, the
ECB is widely expected to cut inter-
est rates by a half percentage point
next week, taking the refinancing
rate to 3.25%.

“The situation is serious and re-
quires a prompt and strong re-
sponse,” said Aurelio Maccario, an
economist at UniCredit in Milan,
who forecasts the ECB will follow a
half-point cut next Thursday with
another one in December.

Spanish Finance Minister Pedro
Solbes has become the latest Euro-
pean leader to urge the ECB to lower
credit costs. “The central bank has
more room to reduce interest rates,
which in turn will generate more
economic activity,” Mr. Solbes said
in an interview with Spanish public
radio RNE broadcast on Thursday.
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Gl Bond B2 US BD LUX 10/29 USD 12.08 –8.0 –8.0 –1.7
Gl Bond I US BD LUX 10/29 USD 8.27 –7.2 –6.5 –0.1
Gl Conservative A US BA LUX 10/29 USD 13.10 –21.8 –23.1 –8.5
Gl Conservative A2 US BA LUX 10/29 USD 14.40 –21.9 –23.1 –8.5
Gl Conservative B US BA LUX 10/29 USD 13.08 –22.5 –23.9 –9.4
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Gl Eq Blend A GL EQ LUX 10/29 USD 9.13 –51.4 –54.4 –26.3
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Kospi leads region higher
Hyundai Heavy,
Posco at daily limit;
earnings drive Tokyo

Nomura lures rival bankers
to plug Lehman staff losses
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Asian investors cheered global
efforts to deal with the credit crisis
and the slowing world economy,
sending markets up sharply Thurs-

day in Tokyo, Hong Kong and Seoul.
South Korea’s benchmark stock

index jumped 12%, its biggest single-
day percentage gain, in reaction to

news that the coun-
try’s central bank
was one of several
that had arranged a
currency-swap

agreement with the U.S. Federal Re-
serve that could inject more liquid-
ity into its system. The market was
also driven by the Fed’s decision to
lower interest rates in the U.S. and
the South Korean government’s an-
nouncement that its September

trade deficit was about half the size
it was in August.

Tokyo’s market rose 10% on the
global efforts and a further drop by
the yen against the euro, easing
profit pressure on Japan’s export-
ers. Hong Kong jumped 13%, mark-
ing its third double-digit percentage
move this week, sparked by rate cuts
in China and the U.S. The Shanghai
Composite Index rose 2.5%. Markets
in Mumbai were closed for a holiday.

The Korea Composite Stock Price
Index, or Kospi, gained 115.75 points
to 1084.72. Posco and Hyundai
Heavy Industries surged by the
daily limit of 15%. Technology stocks
also soared as foreigners showed re-
newed interest in them, said Lee Sun-
yup, an analyst at Goodmorning
Shinhan Securities. Bellwether Sam-
sung Electronics jumped 13%, and
Hynix Semiconductor gained 15%
despite its worst quarterly net loss
in almost eight years.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies rose 817.86
points to 9029.76, its biggest point
gain since Oct. 14. The index has
risen 26% in the past three sessions,
after hitting a 26-year low Monday.

Some positive corporate earn-
ings reports helped the market. Mo-

bile-services provider Softbank
quickly went limit-up, with a gain of
13%, after reporting solid second-
quarter results and growth fore-
casts. Game maker Nintendo
jumped 11% on expectations of a
strong earnings report, released af-
ter the close. Sony, which cited the
weaker euro in reporting a 72% net-
profit fall for the July-September
quarter, gained for the third
straight session, adding 12%.

In Hong Kong, the Hang Seng In-
dex rose 1627.78 points to 14329.85.
Industrial & Commercial Bank of
China rose 13%, China Construction
Bank jumped 19%, Ping An Insur-
ance rose 19% and China Life Insur-
ance rose 12%.

Singapore’s Straits Times Index
gained 7.8% to 1801.91. Cosco rose
14% and Yanlord Land Group gained
5%. Offshore and marine stocks led
the index. Sembcorp Marine rose
22%, while Sembcorp Industries
climbed 11%. Keppel Corp. rose 13%.

Shares in mainland China joined
the trend to a lesser degree, with
the Shanghai Composite Index ris-
ing to 1763.61. Banks were among
the biggest gainers. Bank of Commu-
nications rose 4.9% and China Con-
struction Bank jumped 4.3%.

Hong Kong banks ignore rate cuts
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By Jonathan Cheng

And Chester Yung

HONG KONG—Demonstrating lin-
gering nervousness among Hong
Kong’s banks, several of the city’s ma-
jor lenders held rates steady on Thurs-
day instead of matching cuts by cen-
tral bankers at home and in the U.S.

Their cautiousness could help
the banks strengthen their bottom
lines. But it blunts the power of rate
cuts to stimulate the economy and
offers little relief to local homeown-
ers, who typically hold adjustable-
rate mortgages.

The U.S. Federal Reserve cut its
rates by 0.50 percentage point
Wednesday, and the Hong Kong
Monetary Authority matched the
move first thing Thursday, as it typi-
cally does to maintain the Hong
Kong dollar’s peg to the U.S. dollar.
Hong Kong’s commercial banks can
go their own way, however.

HSBC Holdings PLC unit
Hongkong & Shanghai Banking
Corp. kept its prime lending rate un-
changed at 5.25%. So did Hang Seng
Bank Ltd., which is controlled by
HSBC, and BOC (Hong Kong) Ltd.,

the Hong Kong arm of Bank of China
Ltd. Standard Chartered PLC’s
Hong Kong arm and Bank of East
Asia Ltd. kept their prime rates at
5.50%. The banks didn’t give a rea-
son. They have kept the same rates
since March, despite previous cuts.

The banks’ cautiousness is re-
flected in the high interbank lending
rate, or the rate at which banks lend
to each other, which reflects fears
that borrowers won’t be able to re-
pay their debts. Late Thursday, the
three-month Hong Kong interbank
offered rate was at 3.35%, down
from 3.67% Wednesday. Before the
collapse of U.S. investment bank Leh-
man Brothers Holdings Inc. in mid-
September, the rate was below 2.3%.

“We’re now in a once-in-a-cen-
tury global financial crisis, and the
traditional relationship between in-
terbank rates and the central banks’
policy rates no longer holds,” said
Joe Lo, an economist with Citigroup
in Hong Kong.

Keeping their rates steady means
more profitable loans for the banks,
because lower central-bank rates
mean they can borrow more cheaply.
Theoretically, banks would want to

keep providing home loans to keep
home prices high, and therefore en-
sure the credit quality of their out-
standing mortgage loans. But in the
current environment, Mr. Lo said,
banks are choosing cautiousness over
attracting new loans and are betting
that lowering prime rates would have
little stimulating effect on home sales.

“The focus of banks in Hong Kong
is not in expanding their business or
loan portfolio,” said Mr. Lo. “Credit
risk is rising, and the most important
thing for banks is to ensure the credit
quality of their loan portfolio and to
try and maintain that income.”

Even with expectations of further
rate cuts by the Fed and other cen-
tral banks in response to the slowing
global economy, analysts said they
doubt Hong Kong commercial banks
will cut prime rates any time in the
next 12 months. About the best bor-
rowers can hope for is no increase in
the prime rate, analysts said.

“Clearly, the market confidence
has not yet returned amid the global
financial crisis and economic slow-
down. All the banks are now very
careful on lending money,” said
Daniel Chan at DBS Bank.

By Rick Carew

HONG KONG—In the war for top
talent in Asia, Nomura Holdings Inc.
is fighting back.

The Japanese investment bank
has poached two bankers from rivals
to plug gaps left by bankers who
joined other firms shortly after it ac-
quired Lehman Brothers Holdings
Inc.’s Asia team.

Nomura hired Shaheryar Chishty
from Citigroup Inc. to head the
firm’s industrial group in Asia out-
side Japan, according to people fa-
miliar with the situation. Mr. Chishty
held the same role at Citigroup and
will start at Nomura in January. Pre-
viously in that role at Lehman was
Anthony Steains, who led a group of
10 Lehman bankers who departed
for U.S. private-equity firm Black-
stone Group LP in September.

Nomura also has hired Apurva
Choudhary, formerly a vice presi-
dent at J.P. Morgan Chase & Co., to
lead coverage of the Asian power sec-
tor outside Japan, according to a per-
son familiar with the situation. Mer-
rill Lynch & Co. in September hired
away Lehman’s six-person power-

sector coverage team for the region
led by banker James Chapman.

Nomura also is close to hiring a
new head for metals and mining cov-
erage in the region, the person said.

Nomura, which bought Lehman’s
Asian business for $225 million, has
offered to peg bonuses and salaries
for Lehman’s 3,000 employees
across Asia at last year’s level for the
next year or two, depending on the
banker’s performance. Bonuses will
mostly be in cash, with some stock.

In a market where most invest-
ment banks are slashing staff and
trimming costs, the promise of a sta-
ble income has succeeded in keeping
many of the firm’s key teams. One
group that other firms have tried to
poach without success is its China
coverage team led by veteran banker
Yang Zhizhong.

In Japan, there has been higher
turnover among the ranks of former
Lehman staff because of Nomura’s
strong presence in its home market.
More than 100 staffers, including
much of Lehman’s equity team, have
left, with many joining Barclays Capi-
tal Japan Ltd., the Japanese banking
unit of Barclays PLC.
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The International Monetary Fund
will offer as much as $100 billion in a
new kind of loan to countries that
are battered by the financial crisis,
making available new cash to help
ease the world credit crisis.

The new three-month loans,
aimed at economies the IMF judges

to be troubled but basically sound,
wouldn’t require countries to make
the often severe changes in their pol-
icies that the IMF has demanded for
decades.

That makes it potentially easier
for crisis-hammered countries such
as Mexico, Brazil and Korea to shore
up cash reserves, their currency,
and their ability to help ailing com-
panies as shaken foreign investors
withdraw.

Those countries have shunned
the IMF because of the strings at-
tached to the loans, which often
force big budget cuts or interest-rate
increases. The conditions are de-
signed to help governments save
money and pay for necessary im-
ports, but they also often deepen an
economic downturn, making the IMF
deeply unpopular around the world.

Now it essentially is dividing de-
veloping countries into an A-list of
nations that qualify for loans without
strings, and a B-list of everyone else.

Late Tuesday, the IMF unveiled a
$25 billion package of loans orga-
nized for Hungary. That package
and a $16.5 billion loan for Ukraine
require painful belt-tightening in ex-
change for help. Hungary must cut
its budget deficit further and will
cut bonus payments to retirees and
public-sector workers.

The new program, which will use
up to about half of the IMF’s re-
sources, represents a big break from
such requirements. “Exceptional
times call for an exceptional re-
sponse,” said IMF Managing Direc-
tor Dominique Strauss-Kahn.

The Fed also took new steps to
flood dollars into markets outside
the U.S., where banks’ unwilling-
ness to lend has left foreign firms
without dollars they need. In recent
weeks, the Fed has created arrange-
ments with central banks in Europe,
Australia, Canada and other devel-
oped economies to make dollars
available overseas. On Wednesday,
it extended those lines, for up to $30
billion each, to Brazil, Mexico, Ko-
rea and Singapore.

The two moves underscore deep-
ening problems in developing na-
tions, which have sent currencies
plunging and blown holes in the bal-
ance sheets of healthy companies.
In recent days, Brazil’s financial cap-
ital of São Paulo has been awash in
speculation that the plunging cur-
rency and lack of dollar financing
could spur a wave of corporate de-
faults that might even bring down
key parts of the financial system. Af-
ter their stocks plunged, major
banks Banco Itaú and Unibanco re-
ported their earnings early this
week in a bid to assure investors
that they are healthy.

Even healthy companies are find-
ing it difficult to obtain dollar-de-
nominated financing they need to
do business. In Brazil, the total
stock outstanding of trade finance

has dropped in half to $18 billion
since the crisis deepened.

Central banks in Mexico and Bra-
zil deployed billions of dollars of in-
ternational reserves in recent days to
try to fill the dollar void. The U.S. Fed
move suggests the problem may have
grown above their weight classes.
Even countries that don’t take the
money immediately could benefit if
market confidence increases.

The IMF’s new program, called
the Short Term Liquidity Facility,
would be used largely to pad a coun-
try’s reserves, which could help the
recipient defend its currency. But the
funds could also be used to help recap-
italize banks or cover import bills.

The IMF plan is its clearest recog-
nition that its insistence on tough
conditions is driving away potential
borrowers that might need its help.
But the new plan also puts the IMF
in the position of deciding who can
have money with few strings at-
tached, and who can’t.

“The more you send reassuring
signals” by approving some coun-
tries for the loans with fewer
strings, said former IMF chief econo-
mist Simon Johnson, “the more you
send warnings about others.”

The IMF said it won’t disclose the
names of countries that it rejects for

condition-free loans to try to make
sure its decision doesn’t worsen the
applicant’s problems. But Mr.
Strauss-Kahn said in a news confer-
ence that Argentina wouldn’t qualify
because it hasn’t had an IMF review
of its finances for more than a year.

Argentina is also on the outs with
many lenders because it defaulted
on its loans in 2001 and offered only
partial repayment, which many bor-
rowers considered inadequate.

Romania, Bulgaria and other
Eastern European countries may
also need IMF help, but haven’t de-
cided whether to take the unpopu-
lar steps that would still be required
for them by the IMF.

Belarus, which wants a $2 billion
IMF loan, is indicating it would open
its economy more to foreign inves-
tors and loosen the state’s tight con-
trol to get the money. Pakistan is
likely to do the same, after weeks of
searching for alternatives to IMF
funding. IMF and Pakistani officials
say Pakistan is looking to get IMF ap-
proval of a loan as early as next week,
though it probably would require Pa-
kistan to cut budget expenses and
popular subsidies for food and oil.

To qualify for loans under the no-
strings program, countries must
show that their public and external
debt are at sustainable levels and

must have a “good track record” at
the IMF, said a senior IMF official.
“Borrowers are expected to go on
with strong policies,” said Mr.
Strauss-Kahn.

The program would offer three-
month loans of as much as five
times a country’s so-called quota,
meaning its financial stake in the
IMF. Mexico, for instance, has a
quota of $4.75 billion, so it could bor-
row as much as $23.6 billion. Bor-
rowers can renew their loans twice
during a year.

The IMF is funded by contribu-
tions from its members and its large
holdings of gold, among other
sources. By itself, IMF money might
be enough for the needs of Mexico or
other countries. IMF funding also can
often unlock other lending. The
World Bank, for instance, chipped in
$1.3 billion for the Hungary package.
The World Bank has said it may dou-
ble its lending to countries that might
be affected by the financial crisis to
$27 billion from $13.5 billion in 2007.

In many ways, the new plan is a re-
prise of a proposal by President Bill
Clinton in late 1998 to have the IMF
lend to preapproved countries. That
was in response to criticism of the
IMF by countries caught up in the
1997-98 Asian financial crisis. The

IMF pushed them to make deep eco-
nomic changes. Tough IMF require-
ments in Indonesia, for instance,
played a role in violent riots that led
to President Suharto’s resignation.

The IMF adopted a version of the
Clinton plan in 1999, but no develop-
ing country asked for a loan before
the IMF killed the program in 2003.
The countries worried that signing
up would be interpreted by the mar-
kets as a sign of worry that the coun-
try would face turmoil later on.

This time, the IMF plans to
streamline the approval process and
keep the results quiet as a way to in-
duce countries to participate. Pro-
spective borrowers are also far less
picky now in looking for funding.

Mexico’s Finance Ministry said it
is keeping the door open to tapping
the new fund. “Mexico approves any
moves by the IMF to actively gener-
ate new products that are attractive
for its clients,” said a ministry
spokesman. He said the country
would have to evaluate the design of
the new loan program “and the con-
venience of taking it,” before mak-
ing a decision. Mexico now is round-
ing up $5 billion in alternative fi-
nancing from the World Bank and In-
ter-American Development Bank.
 —Charles Forelle

contributed to this article.
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The IMF’s Strauss-Kahn discusses the fund’s approval of emergency short-term
financing to help emerging-market economies weather the credit crisis.

IMF loans without strings
New program will let
stronger nations get
short-term crisis aid

By Evan Ramstad

And SungHa Park

SEOUL—In another sign of the
scope of the global financial crisis,
even North Korea—one of the
world’s most closed economies—
may be feeling the pinch.

North Korea does hardly any
trade with the rest of the world—
about $2 billion annually—and now
it’s being hurt by lower prices paid
by its biggest trading partner,
China, according to report from a
South Korean institute that special-
izes in North Korea research.

In recent weeks, the Chinese com-
panies that buy North Korean ores
and minerals like zinc, which are
some of its biggest exports, have
slashed the prices they’re willing to
pay. That’s forced some North Korean
mining firms to halt production and
even produced a drop in the smug-
gling of ore and scrap, trade that’s il-
legal in the North but is believed to
play an important role in support-
ing the impoverished country.

Lim Eul-chul, a professor at the
Seoul-based Institute for Far East-
ern Studies who wrote the report is-
sued Thursday, said he learned
about the commodity-trade prob-
lems from North Koreans doing busi-

ness in China—a small group, be-
cause North Korea restricts travel
by its citizens—and North Korean
defectors in South Korea. Many de-
fectors maintain communication
with people back home, often
through elaborate means to avoid
detection by the North’s authorities.

“Chinese companies that are af-
fected by global trends don’t want
to pay as much as they used to for
North Korean raw materials or re-
sources,” Mr. Lim said.

The price pressure exerted by Chi-
nese traders on North Korean compa-
nies is in line with the broader drop
in commodity prices in recent
months. But it has imposed new bur-
dens on North Korea.

The country is experiencing its
worst food shortages since the fam-
ine of the late 1990s, international
aid agencies say. Civil unrest has
grown as people lash out over re-
duced food rations and government
crackdowns on market activities, ac-
cording to Good Friends, a Buddhist-
affiliated relief organization.

Since mid-August, the country’s
authoritarian leader, Kim Jong Il,
has been out of view. Intelligence of-
ficials in the U.S. and elsewhere say
they believe he is unable to govern
because of a debilitating illness.

Decline in China trade
has hurt North Korea

A truck heads toward North Korea from Dandong, China. North Korea is feeling the
pinch from lower commodity prices paid by China, its biggest trading partner.

ECONOMY & POLITICS

By Sky Canaves

HONG KONG—Amid the lack of a
centralized response from Beijing,
Hong Kong regulators and Chinese
officials are taking additional steps
to find food products tainted with
the industrial chemical melamine.

Hong Kong’s secretary for food
and health, York Chow, said Thurs-
day that his office asked the central
government to consider certifying
that mainland egg exports are free
of melamine. Hong Kong has ex-
panded its testing in recent days to
include an array of raw-food materi-
als, including eggs, flour, meat and
vegetables.

Melamine, typically used to
make plastics, was at the center of a
tainted-milk scandal that was
blamed for the deaths of as many as
four infants in China and the sicken-
ing of thousands more. Experts be-
lieve the eggs may have been tainted
because of melamine in animal feed,
raising the possibility of melamine
in other food products.

Local Chinese authorities also ap-
pear to be taking matters into their
own hands. China’s product-safety
authority has said no nationwide
testing is planned.

In the south China province of
Guangdong, which borders Hong
Kong, authorities have stepped up
random inspections at poultry
farms.

No illnesses have been reported
because of tainted eggs, and the
amounts of melamine found in eggs
so far are only slightly above the level
permitted by a number of countries.

Foreign companies with opera-
tions in China also plan to continue ex-
tra inspections. Food giant Nestlé SA
has been testing all its raw materials
and finished products for melamine
since mid-September and will con-
tinue doing so “for as long as it
takes,” said spokesman Robin Tickle.

More than 90% of China’s ex-
ports of egg products went to Asian
countries in the first eight months.
 —Juliet Ye in Hong Kong

and Kersten Zhang in Beijing
contributed to this article.

Hong Kong steps up inspections
amid fears of melamine in food

By Bob Davis, Marcus Walker
and John Lyons
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BofA sues Bear subsidiary
Suit says ex-staffers,
unit misled bank
on health of 2 funds

CSX holder sues hedge funds
over timing of disclosures

By Sabrina Cohen

Italian insurer Assicurazioni
Generali SpA said its third-quar-
ter net profit fell 64%, despite
growth in both life and nonlife op-
erations in Central and Eastern Eu-
rope, as the results were
hit by additional impair-
ment charges related to
the continuing deteriora-
tion of financial markets.

Net profit fell to Œ210.3
million ($272.1 million)
from Œ587 million a year
earlier, the Trieste-based
company said.

In the first nine
months of the year, Gener-
ali said net fell 29% to Œ1.7
billion from Œ2.4 billion.
The insurer said that over
the first nine months it booked Œ2
billion in impairments related to
the global financial crisis. Gener-
ali didn’t break down impairments
for the third quarter, but it had
said at the midyear point that
write-downs totaled more than
Œ900 million at the time.

Co-Chief Executive Giovanni
Perissinotto said Thursday that
Generali is strongly capitalized,

profitable, and has good financial
flexibility.

He added the company had min-
imal exposure to toxic assets.

Generali’s share price has fared
relatively well compared with ri-
vals. The global financial crisis

has reduced the market
values of big European in-
surers Allianz SE of Ger-
many and AXA SA of
France by 63% and 51%, re-
spectively. Meanwhile,
the Italian insurer’s mar-
ket value has fallen by
about 37%.

The company said its
combined ratio improved
to 95.1% at the end of Sep-
tember from 95.4% a year
earlier, thanks to a strong
performance in Central

and Eastern Europe, Germany, Aus-
tria and Switzerland, where re-
sults more than offset weaker ac-
tivities in Italy, Spain and France.
A figure below 100% indicates the
company is profitable.

In the first nine months, Gener-
ali said total premiums rose by
6.6% to Œ51.7 billion. In the third
quarter, they rose 6.2% to Œ14.9 bil-
lion.

Generali’s net falls 64%;
CEO talks up strengths

Currency moves could shift grain buys

Visa’s loss shrinks, but clouds loom

Giovanni
Perissinotto

Lloyds TSB names top managers
for bank after HBOS deal is done

MONEY & INVESTING

By Chad Bray

Bank of America Corp. filed a
lawsuit against the asset-manage-
ment unit of Bear Stearns Cos. and
former fund managers Ralph Cioffi
and Matthew Tannin, alleging they
misled the bank about the financial
health of two funds that collapsed
last year, costing investors more
than $1 billion.

Filed in U.S. District Court in
Manhattan, the suit claims the Bear
unit and its managers concealed
from Bank of America that the funds
were suffering substantial with-
drawal requests from investors and

were in imminent danger of col-
lapse in the spring of 2007. The law-
suit alleges breach of contract and
fraud.

Bank of America, based in Char-
lotte, N.C., structured and marketed
a $4 billion securitization in May
2007 of mortgage-backed assets pri-
marily owned by the two Bear-man-
aged funds, according to the law-
suit.

“As a direct and foreseeable con-
sequence of defendants’ miscon-
duct, the bank sustained significant
losses,” the suit alleges.

Also named as a defendant is
former Bear portfolio manager Ray-
mond McGarrigal, who now works
at J.P. Morgan Chase & Co. Lawyers
for Messrs. Cioffi and McGarrigal
and a spokesman for Mr. Tannin de-
clined to comment. A J.P. Morgan
spokesman declined to comment,
citing a policy not to comment on

pending litigation.
The funds, called Bear Stearns

High Grade Structured Credit Strate-
gies Master Fund and Bear Stearns
High Grade Structured Credit Strate-
gies Enhanced Master Fund, im-
ploded in June 2007 as credit markets
contracted. J.P. Morgan bought Bear
in a deal that was completed in May.

Messrs. Cioffi and Tannin have
been charged with securities fraud
and other charges by federal prose-
cutors in Brooklyn, N.Y. Last month,
prosecutors said they expect to file
a superseding indictment against
the men later this year, which could
include additional charges.

Prosecutors have alleged that
Messrs. Cioffi, Tannin and others be-
lieved the funds were “in grave con-
dition and at risk of collapse” as
early as March 2007 and didn’t dis-
close the true state of the funds to
investors and lenders.

By Chad Bray

A shareholder has sued CSX
Corp. and two hedge funds over
sales of CSX shares before the
funds publicly disclosed plans to
shake up the U.S. railroad opera-
tor’s board in a proxy fight earlier
this year.

CSX shareholder Deborah Dono-
ghue is seeking recovery of “short-
swing” profits related to sales by
The Children’s Investment Fund
Management LLP and 3G Capital
Partners LP as well as their princi-
pals from August to September
2007 on behalf of the company and
its shareholders.

CSX, based in Jacksonville, Fla.,
is a nominal defendant in the case,
“having failed or refused to act in
its own right and for its own bene-
fit,” according to the complaint.

The lawsuit, filed Tuesday in
U.S. District Court in Manhattan,
follows an earlier, closely watched
case brought by CSX itself. In June,
U.S. District Judge Lewis A. Kaplan
in Manhattan said he agreed with
CSX that the hedge funds skirted
certain disclosure requirements.

However, he said he was pre-
cluded from stopping TCI and 3G
from voting their shares at CSX’s
annual meeting because the disclo-
sures, while belated, didn’t cause ir-
reparable harm to the company’s
shareholders.

“We believe the claims are with-
out merit and intend to defend our-
selves vigorously,” Snehal Amin, a
founding TCI partner, said in a
statement.

A 3G spokeswoman declined to
comment, and CSX couldn’t be
reached for comment.

By Andrew Johnson Jr.

CHICAGO—A tough global eco-
nomic climate isn’t expected to alter
the buying habits of major world feed-
grain importers like China, but cur-
rency valuations will influence where
global end-users choose to buy.

Generally, recessions have a lim-
ited impact on global food demand,
but a deep world recession has the
potential to change buying habits
and place more emphasis on cur-
rency valuations as a determinant
of buying power.

“The global economy and the
U.S. dollar are the two major obsta-
cles to growth for U.S. agricultural
export demand, with the U.S. dollar
moving from promoting demand to
restricting it,” said Michael Swan-
son, an agricultural economist with
Wells Fargo Bank.

In recessionary times, consumer
income is down and that will result
in less demand for animal protein
such as milk, meat and eggs, and
that will reduce demand for corn,
sorghum and soymeal, which are
feed rations in developing coun-
tries.

However, Japan is in a favorable
buying position as the yen strength-
ens, and the Asian nation can al-
ways be counted on to buy the same
amount of grain every year despite
a questionable world economy, said
Chris Hurt, agricultural economist
at Purdue University.

China’s appetite for soybeans re-

mains an underpinning feature for
U.S. soybean exports. Since Sept. 1,
total U.S. soybean export commit-
ments total 14.248 million metric
tons, with China accounting for
6.965 million tons of the sales.

China has $2 trillion in foreign
currency, and the available cash al-
lows them to continue to buy aggres-
sively, Mr. Hurt said.

Export commitments for U.S. soy-
beans so far in the 2008-09 market-
ing year that began Sept. 1 are up 9%
from last year, compared with U.S.
Department of Agriculture expecta-
tions of a 9% decline in 2009.

“The latest Chinese trade data
paints a relatively robust picture of
agricultural commodity demand in
September,” according to a research
note from Barclays Capital. The
strongest performance came from
soybeans, where Chinese soybean
imports increased by 119%, their big-
gest gain on record, Barclays added
in the report.

Fariborz Ghadar, director of the
Center for Global Studies at Penn
State University, said consumption
in China continues to rise as the Chi-
nese become more affluent, “so…I
believe the impact on China’s appe-
tite for our agricultural goods and
soybeans will probably not be im-
pacted in any significant level by glo-
bal recession threats.”

Industry analysts generally see
China’s soy demand remaining im-
mune to softening global econom-
ics. China is the world’s largest im-

porter of soybeans.
However, “China is vulnerable

to their consumer needs, and be-
cause the U.S. buys so much manu-
facturing from China, if recession
hit the U.S. we will buy less Chinese
products and that in turn affects
China’s domestic economy,” Mr.
Hurt said.

If China’s growth rate is cut,
they are still going to eat the same
calories, but they will change the
composition of the calories, Mr.
Hurt said. They may shift from ani-
mal protein to vegetable proteins,
he said.

In contrast, the U.S. corn export
commitment pace since Sept. 1 is
currently down 40% from a year
ago. The USDA is forecasting a 17%
decline for the year.

The traditional major importers
haven’t been an aggressive buyer of
corn, aside from Japan, choosing to
stay on a hand-to-mouth basis until
buyers see a bottoming in prices,
Mr. Hurt said, as buyers have seen
prices decline.

Exchange rates, the world econ-
omy and Japan’s economy won’t af-
fect their buying, he added.

On the flip side, “Japan is not go-
ing to import more, as they are al-
ready on top of the food pyramid,”
said Mr. Swanson of Wells Fargo
Bank.

Wheat exports are likely to get
pinched too. USDA is projecting a
21% reduction in wheat exports,
which are so far down 3%.

By Kathy Sandler

Lloyds TSB Group PLC an-
nounced the management team
that will lead the new company
once the acquisition of HBOS PLC is
approved, and appointed acting
Chief Finance Director Tim Tookey
to the position.

Chairman Victor Blank, and
Chief Executive Eric Daniels, whose
roles had been announced previ-
ously, will head the new bank,
which will operate in a similar struc-
ture to that of Lloyds TSB but with
new wealth and international divi-
sions.

Lloyds TSB’s Helen Weir retains
her executive directorship of U.K.
retail banking, while Truett Tate, re-
sponsible for wholesale and interna-

tional banking at Lloyds TSB, will
become executive director of whole-
sale. Both will have board seats.

Archie Kane, Lloyds TSB’s insur-
ance and investment director, will
represent the board in Scotland
and will be tapped group executive
director of insurance. HBOS com-
pany secretary Harry Baines will
take up the post for the combined
company and have a seat on the
board.

In addition, the company will ap-
point Jo Dawson as wealth and in-
ternational director, Carol Ser-
geant as chief risk officer, Angie Ris-
ley as human resources director
and Chris Wiscarson as integration
director. A director of information
technology and operations will be
announced later.

By Jennifer Hoyt

Visa Inc.’s fiscal fourth-quarter
net loss narrowed because of in-
creased transaction volumes, but
the company said it expects revenue
for the next three years to be on the
low end of previous forecasts be-
cause of the challenging global eco-
nomic environment.

For the quarter ended Sept. 30,
its third as a public company, the
debit- and credit-card processing gi-
ant reported a net loss of $356 mil-
lion, or 45 cents a share, compared
with a loss of $1.66 billion a year ear-
lier. Excluding items such as litiga-
tion reserves, restructuring charges
and purchase amortization, earn-
ings were 58 cents a share. Revenue

increased 17% to $1.71 billion.
Analysts polled by Thomson Reut-

ers expected earnings, excluding
items, of 55 cents a share on revenue
of $1.68 billion.

Payment volume, or spending
on Visa cards, rose 15% to $699 bil-
lion, while transaction volume in-
creased 19%. The number of Visa-
branded cards rose 12% world-wide
to 1.6 billion.

The company now expects its an-
nual revenue growth for the next
three years to be on the low end of its
Aprilguidanceof11% to 15%. Itbacked
itsAprilestimateforannualearnings-
per-share growth of 20% or greater
for the next three years. For 2009, the
first year that growth comparisons
are available, analysts expect earn-

ingstorise22%to$2.71ashareonrev-
enue growth of 13% to $7.02 billion.

After Visa went public in March
in a $19.65 billion initial public offer-
ing, the largest in U.S. history, the
company’s shares more than dou-
bled in value, soaring above their
IPO price of $44. But the shares have
fallen as the credit crisis has intensi-
fied, and last week the stock sank be-
low its IPO price for the first time.

Earlier in the week, Visa and rival
MasterCard Inc. detailed the terms
of their $2.75 billion settlement of a
lawsuit brought by Discover Finan-
cial Services. Discover initially
sought $6 billion in damages in the
lawsuit, filed in 2004, claiming Visa
and MasterCard imposed anticom-
petitive rules that limited its growth.
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U.S. economy contracts
Consumers hit brakes
with more layoffs,
credit woes expected

As Taiwan faces slowdown,
its central bank cuts rates

By Greg Hitt

WASHINGTON—Trade with
China is re-emerging as an issue in
the final days of the 2008 campaign,
as politicians on both sides of the
aisle push for a toughened U.S. pol-
icy toward the Asian economic titan.

Democratic Sen. Barack Obama
is the latest candidate to ratchet up
the China rhetoric. In a letter re-
leased Wednesday by the National
Council on Textile Organizations, a
trade group, the Illinois senator
vowed to address industry com-
plaints that China is manipulating
its currency to gain a competitive ad-
vantage in the global marketplace.

Sen. Obama said China’s massive
tradesurpluswiththeU.S.isadirectre-
sult of “manipulation of its currency’s
value,” and stressed “China
must change its policies, in-
cluding its foreign-exchange
policies.” Sen. Obama said
China’s economy must rely
less on exports and more on
domestic demand for
growth. He said he “will use
all diplomatic means at my
disposal to induce China to
makethese changes.”

For years, the adminis-
tration of President George
W. Bush has refused to for-
mally declare China a currency ma-
nipulator. Nevertheless, the admin-
istration, with modest success, has
nudged Beijing to raise the value of
its currency.

In the campaign of John McCain,
senior economic adviser Doug Holtz-
Eakin said the Arizona senator “is
experienced enough to recognize
that the relationship with China
should not be reduced solely to the
value of its currency.” Mr. Holtz-
Eakin said Sen. McCain favors en-
gagement with China across a range
of issues, including international
economic agreements.

Sen.Obama’scommitmentcomes
as he makes a strong play for North
Carolina, where the textile industry
is a big part of the local economy, and
concerns about competition posed
byChinarunhighamonglocalvoters.

Among other things, the senator
alsopromisedtocloselymonitortex-
tile shipments from China, once im-
portlimitsonawiderangeofChinese-
made apparel expire at the end of the
year. And he promised to make use of
trade-remedy laws to protect indus-
tries, like textile producers, if they
are threatened by unfair competi-
tion from abroad. “I am especially
aware of the trade challenges faced
bythoseworkinginourtextileindus-
tries,” he said.

Sen. Obama’s comments follow
efforts by North Carolina Sen. Eliza-

beth Dole, a Republican, to
burnish her trade creden-
tials ahead of Election Day.

In mid-September, Sen.
Dole, who is facing an unex-
pectedly difficult battle for
re-election,wrotetheWhite
House urging steps be taken
toensureU.S.textileproduc-
ers and workers “not be put
in harm’s way” once the lim-
its on Chinese imports ex-
pire. She complained China
has increased its subsidies

for textile producers.
In response, Mr. Bush’s trade am-

bassador, Susan Schwab, said the ad-
ministration intensified its study of
the issue. In a letter sent last week to
Sen. Dole, Ms. Schwab said China has
been put on notice about U.S. con-
cerns that Chinese textile producers
are receiving unfair subsidies. Ms.
Schwab said she wrote China’s com-
merce minister “expressing concern
about potential WTO-illegal subsi-
dies,” and warning the U.S. would con-
sider filing a complaint at the World
Trade Organization “if China does
not act promptly to eliminate them.”

Issue of trade with China
is thrust into U.S. races

U.S. real gross domestic product, 
change from previous quarter

Note: Adjusted for inflation

Source: U.S. Department of Commerce
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Japan unveils stimulus package

Barack Obama

By Sudeep Reddy

The U.S. economy contracted in
the third quarter as consumer
spending declined sharply, setting
the stage for a deepening recession
as the credit freeze saps growth
around the world.

Gross domestic product—the to-
tal output of goods and services—
contracted at a 0.3% annual rate in
the July-September period, the gov-
ernment said. The performance, the
worst since the 2001 recession,
came as consumers retrenched. Con-
sumer spending, which makes up
about 70% of total economic activ-
ity, declined 3.1% during the quar-
ter, the first drop in 17 years and the
worst since 1980.

The weak results show that a U.S.
recession probably began before
the mid-September credit freeze. In
the coming months, employers are
expected to cut payrolls sharply and
consumers are likely to pull back
spending as credit constraints
weigh on borrowing capacity.

A sharp retreat in gasoline
prices since the summer should
ease pressure on consumers head-
ing into the holiday shopping sea-
son. But the effects of the credit cri-
sis may take a deeper toll as consum-
ers are hit by tightening terms for
credit cards, auto loans and home
mortgages.

Economists forecast a GDP de-
cline of as much as 4% in the final
three months of the year. “The out-

look for the fourth quarter and be-
yond is grim, dominated by a tapped-
out consumer, ongoing weakness in
housing, and an incipient downturn
in capital spending that promises to
gain momentum,” said Joshua Sha-
piro, chief economist at MFR Inc.

The GDP report showed weak-
ness across numerous areas. Hous-
ing-related investment tumbled at a
19% pace. Business investment de-
clined about 1% but is expected to
drop substantially in the current
quarter as tighter credit, falling
profits and weak demand hit firms.
Government spending rose 5.8%,
and net exports continue to in-
crease, but both areas are expected
to come under increasing pressure
as the economy weakens.

“As the slowdown in U.S. growth
spreads around the world, growth
in U.S. exports will decelerate fur-
ther, which will slow the pace of de-
cline in the net trade deficit,” said
BNP Paribas economist Brian Fab-
bri.

Pinpointing the start of the U.S.
recession may take months. The pop-
ular definition—two straight quar-
ters of declining economic out-
put—is likely to be met, given the
sharp drop expected in the fourth
quarter.

The generally accepted arbiter
of recession dates, the National Bu-
reau of Economic Research’s Busi-
ness Cycle Dating Committee, con-
siders a range of economic data—fo-
cused on employment and GDP—
and doesn’t require two straight
quarters of output declines. The
group generally waits many months
after a recession began before mak-
ing a determination for historical
purposes. It hasn’t yet weighed in
formally on the current downturn.

Employment declines started in
January, accelerated in September
and are expected to worsen substan-
tially in coming months. The overall
economy contracted slightly in the
fourth quarter of 2007, and some
economists say the recession proba-
bly began in that period. That would
make this recession the longest
since the 1981-82 downturn, which
lasted 16 months. The 2001 reces-
sion and 1990-91 recessions each
ran eight months, though their ef-
fects on the economy lingered for
years.

“It’s too early to talk about the
depth of the downturn,” said Confer-
ence Board economist Victor Zar-
nowitz, who serves on the National
Bureau of Economic Research com-
mittee. Mr. Zarnowitz said he be-
lieves a recession is under way, but
the downturns of the 1970s and
1980s “were more severe than what
we see now.”

“Some further credit tightening
would tip us over into a more severe
recession, but it is too early to tell,”
he said.

By Hiroko Tabuchi

TOKYO—Japanese Prime Minis-
ter Taro Aso unveiled a stimulus
package Thursday with five trillion
yen ($51.5 billion) in new govern-
ment spending to buttress Japan’s
economy against the fallout from
the global financial crisis.

Mr. Aso also ruled out snap elec-
tions, saying steps to address the
weakening economy should take
precedence over politics. He had pre-
viously been expected to call a vote
as early as October.

“The economy is experiencing a
once-in-a-century storm,” Mr. Aso
said at a nationally televised news
conference. “Protecting livelihoods
should come first.”

Mr. Aso spoke as investors were
cheered by a rally that sent the Ni-
kkei stock index up 10% to 9029.76
for the third straight day of gains,
buoyed by a respite in the soaring
yen that hurts the nation’s flagship
exporters. Still, the index has lost
30% in the past month, hitting a
26-year low just days ago.

The stimulus package is the coun-
try’s second in two months, and fol-
lows similar moves by governments
world-wide. Japan, which econo-
mists say faces a steep recession, an-
nounced a set of stimulus steps in
August with about 1.8 trillion yen in
new spending to tackle high energy
and material costs. The Bank of Ja-
pan is also considering a cut in Ja-
pan’s already low interest rates for
the first time in seven years.

Economists question whether Ja-

pan will be able to spend its way out
of the economic slowdown. Many
predict that the latest measures will
lift Japan’s gross domestic product
by only 0.2 to 0.3 percentage point.
They also said the government will
need to follow up with more stimu-
lus measures to carry Japan through
a period of economic contraction.

“Mr. Aso is putting the shutters
down, but the storm is so strong it
could blow the windows out,” said
Masaaki Kanno, chief economist at
J.P. Morgan Chase & Co. in Tokyo.

Mr. Kanno said a proposed two
trillion yen payout to families, a cen-
terpiece of the package, wouldn’t
significantly spur consumption be-
cause Japan’s thrifty consumers
will only save that money. A similar
scheme in the U.S. earlier didn’t sig-
nificantly lift spending.

Mr. Aso, whose two predeces-
sors resigned after just a year each
in office, attempted Thursday to as-
sert strong leadership. He brushed

off questions about when he would
call elections.

He called the stimulus measures
speedy and targeted. On top of the
payouts, the package includes ex-
panded tax relief on housing loans,
tax reductions for small businesses,
and a reduction in highway tolls.

Mr. Aso said he will seek to revive
legislation allowing the government
to inject funds into banks, a move
that facilitates loans to small firms.
The package calls for the purchase of
shares held by the country’s banks
to bolster their balance sheets.

Japan’s banks, which had escaped
relatively unscathed by the global
turmoil, have been hurt in the recent
market selloff, leading to profit warn-
ings and efforts to raise capital. In a
comment published Thursday,
Moody’s Investors Service warned
that Japan’s banks had “now been
drawn fully into the global credit
crunch” amid the domestic eco-
nomic slowdown and market slump.
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Source: Thomson Reuters

Highlights of Japan’s economic stimulus package

Financial system amd stock market Households & small businesses

n Legislation to allow government 
to inject funds into banks

n Looser rules on banks’ capital 
adequacy ratios

n Government purchase of shares 
held by banks

n Extended tax breaks for dividend 
income from stocks

n Two trillion yen in payouts

n Tax relief on housing loans

n Cheaper highway tolls

n Corporate tax cuts

n Expanded government 
guarantees on loans

By Perris Lee Choon Siong

TAIPEI—A spate of job losses,
hiring freezes and salary cuts by Tai-
wanese employers ranging from
China Airlines Ltd. to Chi Mei Opto-
electronics threaten to push the is-
land into its first recession since
2001.

The sharp deterioration in the la-
bor market has prompted the cen-
tral bank to ease policy aggressively.
Taiwan’s central bank cut interest
rates by a quarter-point Thursday to
bring the benchmark discount rate
to 3%, the fourth easing in the past
month and a half, to combat the eco-
nomic slowdown.

The global financial crisis is hurt-
ing demand for Taiwan’s exports—
mostly technology products such as
computers and handsets—throwing
many out of jobs and darkening an
already gloomy outlook for per-
sonal spending.

“We are seeing a job recession
that’s far more severe and wide-
spread than what happened in the
2000-2001 cycle,” said Rocky Yang,
chairman of 104 Corp., Taiwan’s
largest job agent by market share.
“The labor market has gone down-
hill straight since October with jobs
disappearing fast. ... This affects not

only the blue-collar jobs, but also
white-collar ones.”

Taiwan’s jobless rate hit a three-
year high of 4.27% in September,
while the seasonally adjusted rate
rose to a three-year high of
4.12%—straying from the historical
pattern, as this number usually
comes down after the summer
break, said Jiann-Jong Huang, dep-
uty director at the Bureau of Census.

Taiwan’s economic leading indi-
cators in September posted the
sixth straight month of decline,
with the monitoring indicator sig-
naling a retreat. Export orders,
meanwhile, rose 2.8% in September,
the weakest monthly growth since
March 2002.

Taiwan’s Central Bank Governor
Perng Fai-nan said the unusual in-
creases in the jobless rate since Au-
gust signal a slowdown is clearly un-
der way.

The latest easing by the Central
Bank of the Republic of China (Tai-
wan) follows a Sept. 16 reduction in
the reserve requirement ratio that
marked the end of four years of rate
tightening, and rate cuts on Sept. 26
and Oct. 9.
 —Alex Pevzner, Wei Yi Lim,

and Jessie Ho
contributed to this article.
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By Aaron O. Patrick

Britain is facing its worst eco-
nomic downturn in a genera-

tion, but the story that dominated
television, radio and newspapers
throughout the week had nothing
to do with the financial crisis.

Instead, U.K. media have been
transfixed by an on-air prank by
two British Broadcasting Corp.
presenters, an incident that has
evolved into a public debate over
the role of the state-owned broad-
caster.

Earlier this month, Jonathan
Ross and Russell Brand, upset with
a guest who skipped a scheduled in-
terview, called him and left offen-
sive messages on his answering ma-
chine while they were taping the ra-
dio program.

The no-show guest was Andrew
Sachs, a 78-year-old actor who is
best known for playing the waiter
Manuel in the 1970s hit British com-
edy “Fawlty Towers.” The mes-
sages included lewd remarks about
the actor’s 23-year-old granddaugh-
ter, Georgina Baillie, with whom Mr.
Brand had had a brief relationship.

After a U.K. newspaper pub-
lished a story about the prank, Mr.

Brand and Mr. Ross found them-
selves in a firestorm of criticism.
The BBC received 30,500 com-
plaints about the program, accord-
ing to a spokeswoman. The broad-
caster’s director-general, Mark
Thompson, interrupted an over-
seas trip to return to deal with the
crisis. Even Prime Minister Gordon
Brown, who lately has been preoccu-
pied with the rescue of the U.K.’s fi-
nancial institutions, felt he had to
weigh in, condemning the radio
duo’s “clearly inappropriate and un-
acceptable behavior.”

Mr. Brand resigned from his
part-time BBC job Wednesday,
saying he made the crude re-
marks after getting “caught up in
the spirit of the moment.” The
BBC has suspended Mr. Ross, one
of the country’s best-paid radio
and television presenters, for 12
weeks without pay. The head of
BBC Radio 2, Lesley Douglas, re-
signed over the incident.

The scandal highlights the
BBC’s awkward position as a state-
owned body whose job is to be
both entertaining and informa-
tive. The broadcaster receives £3
billion ($4.92 billion) a year from
taxpayers, a sum that is guaran-
teed until 2013.

As the most influential radio
and television broadcaster in the
country, the BBC is often the sub-
ject of intense scrutiny. Its ability to
compete financially with private-
sector rivals has stirred resent-
ment, and media competitors are
quick to point out perceived lapses.

When Mr. Ross signed up with

the BBC in 2006, he was being
wooed by several commercial net-
works, according to reports at the
time. Despite his troubles at the
BBC, Mr. Ross isn’t likely to find the
private sector any more appealing
this time: Lacking the BBC’s huge
budget, Britain’s commercial broad-
casters are facing financial pres-
sure, and probably couldn’t afford
to pay him what he earns in his gov-
ernment job. Bond insurers lobby the U.S.

to backstop their portfolios

On-air BBC prank
makes headlines
One broadcaster is fired,

another suspended amid

firestorm over lewd insults

Send comments to cityletter@wsj.com

U.S. court toughens patent rules

PNC tax benefit to add to bailout cost

Libya eyes investments
in several Italian firms
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By Ashby Jones

In a closely watched case, a fed-
eral appeals court in Washington
made it much harder for companies
and individuals to get U.S. patent
protection on abstract processes de-
veloped for businesses, such as tax
strategies and investment methods.

The U.S. Court of Appeals for the
Federal Circuit upheld a ruling
made by the Board of Patent Ap-
peals and Interferences, which de-
nied a patent for a method of hedg-
ing risks of sudden changes in en-
ergy costs. While patent law allows
the patenting of processes, the
court ruled Thursday that this pro-
tection doesn’t extend to all ab-
stract strategies of doing business.

The court, in a 9-3 decision,
wrote that in order for a process to
receive patent protection, it has to
either “transform [an] article to a

different state or thing” or be “tied
to a particular machine.” The risk-
hedging strategy, the court ruled,
didn’t fall into either category. It
said, “transformations or manipula-
tions of … business risks, or other
such abstractions cannot meet the
test because they are not physical
objects or substances...”

The plaintiffs, Bernard Bilski and
Rand Warsaw, had developed a
hedging strategy used by several
utilities to smooth out revenues in a
sector where prices often gyrate.
Messrs. Bilski and Warsaw argued
that the utilities should have to li-
cense the right to use the method,
citing a 1998 court decision that
largely allowed business-method
patents. The patent office denied
their request and the plaintiffs ap-
pealed.

But in Thursday’s ruling, the
court largely disavowed the highly

controversial 1998 decision, State
Street Bank v. Signature Financial
Group. That case had granted pro-
tection to a system for managing
mutual-fund accounts. The State
Street decision was widely cheered
by the financial-services and soft-
ware industries, among others. But
the State Street case has been a
lightning rod among patent practi-
tioners, with detractors largely ar-
guing that it led to a glut of weak pat-
ents.

“This is a pretty clear disavowal
of State Street,” said Daniel Crowe,
a patent litigator at Bryan Cave LLP
in St. Louis who wasn’t involved in
the case. “It is a ruling against the fi-
nancial-services industry.”

Mr. Crowe said he didn’t know
what would happen to the business-
method patents validated within
the past 10 years. “That’s definitely
an open question,” he said.
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Russell Brand, top, has resigned and
Jonathan Ross has been suspended.

By Jessica Holzer

WASHINGTON—Bond insurers
are urging the U.S. government to re-
insure their battered portfolios, the
latest push by the industry to seek re-
lief under the Treasury’s $700 billion
financial rescue.

The move sets up a clash with the
banking industry, which wants funds
for any Treasury guarantee program
to go toward insuring whole mort-
gage loans rather than securities.

The U.S. bond-insurance industry,
which guarantees $2.3 trillion in
debt securities, is urging the Trea-
sury to exclude the whole loans from
the program in favor of a broad range
of securities.

“Their goal here is a program that
would essentially reinsure their posi-
tions so the catastrophic losses they
are facing would be eliminated,” said
Karen Petrou of the consultancy Fed-
eral Financial Analytics.

Leading bond insurers Ambac Fi-
nancial Group Inc. and MBIA Inc.,
reeling from a foray into insuring
mortgage-backed securities, are lob-
bying hard for inclusion under the
Treasury’s program to buy equity
stakes in banks, so far unsuccessfully.

Under another part of the finan-
cial-rescue package, the Treasury is
required to establish a program to in-
sure rotten assets as a complement
to its program to buy such assets
from financial firms.

In negotiations with the U.S. Con-
gress, the Treasury showed initial re-
sistance to the guarantee program,
pushed by conservative House Repub-
licans as a less costly and more mar-
ket-oriented solution to the credit cri-
sis. But the Treasury has since
warmed to the idea, a person familiar
with the matter said. Insuring assets
would be simpler for the Treasury
than buying them. The Treasury
would be able to avoid pricing the as-
sets, a vexing issue for the asset-pur-

chase program, given the current il-
liquid market.

The guarantee program would be
funded through premiums on partici-
pating firms. The Treasury has solic-
ited public comments on how to
structure the program.

Because bond insurers hold risk
tied to mortgage-backed securities
but don’t own the securities, they
stand to benefit more from the guar-
antee program than the Treasury’s as-
set-purchase program.

Ambac, MBIA, as well as other
bond insurers, provided comments
Wednesday on the program to the
Treasury. In addition to guarantee-
ing securities, Ambac said the Trea-
sury should, in effect, cap the indus-
try’s losses. It said the Treasury
should institute a program to limit
losses above a certain level on portfo-
lios of “entities that buy and hold
credit risk.”

MBIA said the program should
cover a range of assets, including se-
curities backed by auto loans, credit
cards, student loans and timeshare
loans. However, it said the program
is “best suited” for residential mort-
gage-backed securities and larger
pools of such securities that are sold
in pieces to investors. Credit default
swaps issued by bond insurers also
should be eligible, MBIA said.

Both Ambac and MBIA said guar-
anteeing whole loans would clog up
the program and divert resources
from insuring mortgage-backed secu-
rities. “The size of the MBS market is
such that focusing on the securities
alone rather than whole loans should
have a significant impact on restor-
ing market liquidity,” Ambac Presi-
dent and Chief Executive David W.
Wallis wrote.

The banking industry, however,
sees the guarantee program as an ap-
pealing way to unclog their balance
sheets without selling assets to the
government.

By Jesse Drucker

PNC Financial Services Group
Inc. will receive several billion dol-
lars in federal tax savings stemming
from its purchase of National City
Corp., tax experts said, significantly
increasing the price tag of the federal
assistance that helped spark the deal.

The tax benefit for PNC is the lat-
est outgrowth of a ruling by the In-
ternal Revenue Service and the Trea-
sury Department in late September
intended to give a boost to the strug-
gling banking sector. The ruling,
which gives banks the ability to
quickly use up the “tax losses” of
banks they acquire, is adding to the

overall cost of the $700 billion bail-
out package passed by Congress.

Robert Willens, an independent
corporate tax analyst in New York, es-
timated that the tax savings to PNC
could total as much as $5.1 billion.

PNC Chief Financial Officer Rich-
ard Johnson said the $5.1 billion fig-
ure was too high. “We will benefit
from the tax-law change in a mean-
ingful way, but substantially below
the number you are quoting.” He
wouldn’t provide an alternative fig-
ure.

PNC is the third big bank to benefit
from the tax break. Wells Fargo & Co.,
which announced plans to buy Wacho-
via Corp., and Banco Santander SA,

which is buying the rest of Sovereign
Bancorp Inc. that it didn’t already
own, also will get billions of dollars in
merger-related tax benefits.

Last Friday, PNC announced it
would acquire National City in a
mostly stock deal initially valued by
PNC at $5.6 billion.

Under normal circumstances,
companies are permitted to carry
over tax benefits from money-losing
years to offset taxes when they re-
turn to profitability. However, Con-
gress restricts the amount of those
losses that can be used after a com-
pany is acquired, to prevent the buy-
ing and selling of firms solely to ben-
efit from their tax losses.

By Giada Zampano

And Stacy Meichtry

ROME—Libya is in talks to invest
in a number of major Italian compa-
nies, in the latest move by cash-rich
Middle Eastern governments to
help prop up Western firms hobbled
by the financial crisis.

Speaking on the sidelines of a
Rome conference on Thursday, Sayf
al-Islam Gadhafi, son of Libyan
leader Col. Moammar Gadhafi, told
reporters that the Libyan govern-
ment could subscribe to future capi-
tal increases by Italian companies
or take stakes in firms such as
former state monopoly Telecom Ita-
lia SpA.

“Our people are talking to Tele-
com Italia,” Mr. Gadhafi said, add-
ing that Libya also is looking at
“other big companies for a possible
investment.”

Telecom Italia Chief Executive
Franco Bernabe, who also attended
the conference, declined to com-
ment.

Libya, a former Italian colony, is
flush with cash from its oil business,
allowing Col. Gadhafi to play an in-
creasingly influential role in the cor-
ridors of Italian finance. The credit
crisis, meanwhile, is testing the fi-

nancial strength of some of Italy’s
biggest firms and whetting their ap-
petite for cash.

Libyan state-owned institutions
took a 4.9% stake in October in Uni-
Credit SpA after the shares in Italy’s
second-biggest bank fell on the Mi-
lan stock exchange. Libya also has
been buying shares in Italian oil and
gas company Eni SpA, the biggest in-
vestor in Libya’s oil industry.

Thursday’s conference in Rome
produced a big turnout among Ita-
ly’s business leaders, including the
chief executives of UniCredit bank
and Eni.

Libya is a “bargain-hunter” in It-
aly, said Shokri Ghanem, the head of
Libya’s National Oil Co.

The meeting follows recent
moves by Italian Prime Minister Sil-
vio Berlusconi to strengthen Italy’s
ties with Libya. Mr. Berlusconi trav-
eled to Libya in August to meet with
Col. Gadhafi and commit Italy to in-
vesting $5 billion in Libya’s infra-
structure as compensation for Ita-
ly’s colonial rule.

Mr. Berlusconi has also warned
that falling share prices have left
several of Italy’s major companies
vulnerable to takeovers by sover-
eign funds in oil-producing nations
in the Middle East and Russia.
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