
Fear gripped world markets as
investors looked past steps to
shore up the global financial sys-
tem. U.S. blue chips fell below
10000 for the first time since
2004 and the U.K. FTSE-100 in-
dex had its largest one-day per-
centage decline since 1987. The
price of crude oil traded below
$90 a barrel. Pages 1, 22, 23

n The Fed took steps to loosen
credit markets, including making
plans to pay interest on commer-
cial banks’ reserves. Germany’s
central bank will lend against a
wider range of collateral. Pages 1, 2

n U.K. Treasury officials met
with the CEOs of several big
British banks to discuss a plan
to shore up their capital. Page 3

n Russian stocks tumbled
19.1%, hurt by falling oil prices
and worries that Moscow’s bail-
out plan won’t work. Page 21

n The dollar surged against the
euro amid heavy demand for
the U.S. currency from foreign
banks. The yen jumped against
the dollar and euro. Page 21

n Iceland prepared for a vote
to put its banking system in
government hands. Page 2

n BNP’s move to acquire For-
tis’s Belgian and Luxembourg
assets indicates a possible rec-
ipe for consolidation in Eu-
rope’s financial industry. Page 4

n A deal to sell Wachovia was
expected to be near as U.S. regu-
lators stepped in to resolve the
battle between Citigroup and
Wells Fargo. Page 5

Efforts to stem
financial crisis
largely fall flat

Pressures mount on Europe
to develop bank-rescue plan

European leaders came under
pressure to deliver a more coor-
dinated response to the crisis
threatening the financial system.
The EU pledged to support the
region’s banking system after a
series of rescues and Germany’s
bank-deposit guarantee failed to
reassure the public. Page 1

n The World Bank’s president
called for expanding the G-7 in-
dustrialized nations to include
major developing nations such as
China, Russia and India. Page 12

n Obama and Biden hold a
six-point lead over Republicans
McCain and Palin in a new Wall
Street Journal/NBC News poll.
Obama and McCain meet in a
debate Tuesday. Pages 10, 11, 12

n A powerful quake struck near
the Kyrgyzstan-Tajikistan bor-
der, destroying a Kyrgyz village
and killing at least 72. A 6.6-mag-
nitude quake also hit Tibet west
of Lhasa, killing over 30 people.

n Pakistan ordered the expul-
sion of 50,000 Afghan refugees
in a tribal region, alleging
many have links to militant
groups. A suicide bomber hit a
lawmaker’s house, killing 15.

n France’s Luc Montagnier and
Françoise Barre-Sinoussi won
the Nobel Prize in medicine with
Germany’s Harald zur Hausen for
discoveries of viruses that cause
AIDS and cervical cancer. Page 10

n China canceled some U.S. mil-
itary and diplomatic contacts to
protest a planned U.S. arms sale
to Taiwan, U.S. officials said.

n A suspected Tamil Tiger
rebel suicide bomber hit a politi-
cal party office in Sri Lanka, kill-
ing 27, including an ex-general.

n Ethnic Bodos and mostly Mus-
lim settlers clashed again in east-
ern India, leaving 19 people dead.

Markets plummet around the world
European stocks
sink on bank fears;
DJIA below 10000

Editorial&Opinion

As stock markets around the
world tumbled on Monday, Europe’s
leaders came under rising pressure
to deliver a more coordinated re-
sponse to the crisis threatening the
Continent’s financial system.

The European Union produced a
joint statement on Monday pledging

to support the region’s banking sys-
tem, after a series of bank rescues
and Germany’s guarantee of bank de-
posits failed to reassure the pub-

lic—or investors—that the EU can
temper the crisis that began in the
U.S. but has taken hold in Europe.

European countries’ economies
have become deeply intertwined in
recent years, including a single mar-
ket, a common currency and a central
bank used by 15 nations. So far EU
governments have found little they
can do together to react to the wors-
ening turmoil, raising questions as to
whether the bloc has the political
means to manage the financial crisis.

“Europe must prepare to put in
place a collective line of defense,”

Please turn to page 34

Think global, act global
Europe’s piecemeal approach
to the financial crisis is falling
desperately short. Pages 13, 15
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What’s News—
Business & Finance World-Wide

Sell-off around the world
Performance of major stock-market indexes around the globe, in percent 

*3:30 p.m. price

Source: Thomson Reuters
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Traders working
on the New 
York Stock 
Exchange floor

By Jon Hilsenrath

And Carrick Mollenkamp

Markets around the world is-
sued a massive vote of no confi-
dence Monday in governments’
best efforts to contain a deepen-
ing financial crisis.

The U.S. Federal Reserve, 12
months into a makeshift campaign
that is rewriting textbooks on cen-
tral banking, unveiled still more
measures Monday to eliminate the
blockage that has plagued short-
term money markets for the past
few weeks. One step—a decision
to begin paying interest on the re-
serves that banks leave on deposit
with the central bank—puts the
Fed in a position to vastly expand
its lending programs. Interest-
rate cuts by the Fed look increas-
ingly likely to follow.

Meanwhile, European Union
countries made a renewed effort
to coordinate their response to
the crisis after a series of unilat-
eral moves by European nations
failed to have the desired effect.
French President Nicolas Sarkozy,
whose country now holds the EU’s
rotating presidency, read on televi-
sion a common statement by the
27 EU nations that each “will
adopt all the necessary measures
to protect the stability of the finan-
cial system.”

The declarations followed the
Please turn to page 35

By Marcus Walker in Berlin and
David Gauthier-Villars in Paris

By Peter McKay

And Neil Shah

Global markets plunged in a fearful
spiral Monday as investors focused on
the weakened state of the global econ-
omy, ignoring recent steps by govern-
ment officials around the world to
shore up the financial system.

The Dow Jones Industrial Average
fell 3.6% to 9955.50, dropping below
10000 for the first time since late
2004. Asian markets slumped to mul-
tiyear lows and the pan-European

Dow Jones Stoxx 600 Index had its
worst percentage-point drop in its
20-year history as a wave of emer-
gency government measures failed to
stem concerns about the region’s fi-
nancial system and economy.

Trading in Russia was halted after
the dollar-denominated RTS Index
plunged 19.1%, its biggest-ever one-
day loss, and emerging markets else-
where also tumbled. The Russian cen-
tral bank was forced to use $4 billion
to $5 billion of its reserves to support
the ruble amid the rout, traders said.

“The question now seems to be
how bad a recession we are in, not
whether we are going into a reces-
sion,” said Oliver Stevens, head of
dealing at IG Markets in Australia.

Investors around the world are in-
Please turn to back page
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Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 9955.50 -369.88 -3.58
Nasdaq 1862.96 -84.43 -4.34
DJ Stoxx 600 241.50 -19.93 -7.62
FTSE 100 4589.19 -391.06 -7.85
DAX 5387.01 -410.02 -7.07
CAC 40 3711.98 -368.77 -9.04

Euro $1.3499 -0.0305 -2.21
Nymex crude $87.81 -6.07 -6.47

WiMAX GOES LIVE.

©2008 Intel Corporation. All rights reserved. Intel and the Intel logo are trademarks of Intel Corporation
in the United States and other countries.

ANNOUNCING THE FIRST WAVE OF WiMAX.

Starting tomorrow in Baltimore, the new era of 4G

has begun. From theWiMAX network to Intel® Centrino®

based notebooks, the ultimate mobile connectivity

experience is here. Learn more at intel.com/inside

GREAT COMPUTING STARTS WITH INTEL INSIDE.

VO L . X X V I N O . 175  T U E S DAY, O C T O B E R 7, 2 0 0 8

Markets plummet around the world; DJIA below 10000
creasingly worried that a deep global
economic slowdown is taking hold de-
spite measures such as last week’s
bailout of Wall Street and moves by
the Federal Reserve prior to Monday’s
opening bell to further encourage
bank lending.

Worries about Europe’s banking
system largely overshadowed the pas-
sage of the U.S. government’s $700 bil-
lion market bailout last Friday and
pledges Monday by U.S. authorities to
pump more cash into the financial sys-
tem.

The carnage was global. In Europe,
the Dow Jones Stoxx 600 index
dropped 7.6% to 241.50, its lowest
close since Oct. 29, 2004. The U.K.
FTSE-100 index fell 7.9% to 4589.19, its
largest one-day percentage decline
since Oct. 20, 1987. The German DAX
Index dropped 7.1% to 5387.01 and the
French CAC-40 slumped 9% to
3711.98, its largest one-day drop since
Oct. 19, 1987. Russia’s dollar-denomi-
nated RTS index plummeted to a
three-year low of 866.39 after trading
was briefly suspended twice follow-
ing sharp falls.

In Asia, China’s benchmark Shang-
hai Composite index fell 5.2%, Hong
Kong’s Hang Seng index fell 5% and To-

kyo’s Nikkei Stock Average of 225 com-
panies fell 4.3% to its lowest close
since Feb. 12, 2004. Indonesia led the
decline, falling 10%.

In Latin America, officials at the
Brazilian Stock Exchange activated a
little-used circuit-breaker twice in
morning trading, suspending trading
first for 30 minutes and then for an
hour. It was only the third time in the
exchange’s history that the circuit-
breaker was used twice in one day. At
its worst moment Monday morning,
the benchmark Ibovespa stocks index
was down 15% on the day. Late after-
noon, it was down 9.7% at 40212.33.

In the foreign-exchange market,
the Brazilian real posted hefty losses
in the first minutes of trading, losing
more than 5% of its value against the
U.S. dollar.

“It’s a panic situation,” said Flavio
Serrano, an economist at the BES In-
vestimento fund in Sao Paulo. “Every-
one is looking at the international fi-
nancial situation and coming to the
conclusion that the only safe position
is cash.”

In the case of Brazil, “cash” often
means the U.S. dollar, not the Brazil-
ian real.

In the U.S., the government and
the Federal Reserve said they were

moving “with substantial force on a
number of fronts” to shore up confi-
dence in, and protect, the financial sys-
tem.

Before markets opened in the U.S.,
the Fed took fresh steps to free up fro-
zen credit markets, saying it will be-
gin paying interest on commercial

banks’ reserves and will expand its
loan program to squeezed banks. Trea-
surys and the dollar both pared gains
after the announcement.

At 4 p.m. in New York, the Dow
Jones Industrial Average was down
369.88 points, or 3.6%, at 9955.50. The
blue-chip average hadn’t had an intra-
day move or a close below the psycho-
logically important 10000 level since
late October 2004. The Dow extended
a three-day losing streak in which it
had already shed 4.8% going into Mon-
day’s session.

The S&P 500 fell 3.9% to 1056.89
and the Nasdaq Composite Index
dropped 84.43, or 4.3%, to 1862.96.

In recent days, the center of the
global financial crisis has shifted to
Europe. Over the weekend, France’s
BNP Paribas took control of the Bel-
gian and Luxembourg operations of
Fortis, and Germany’s Hypo Real Es-
tate Holding secured a new bailout af-
ter an earlier deal unraveled. Italy’s
UniCredit launched a capital in-
crease, Iceland sought new capital for
its banks and Germany issued a blan-
ket guarantee of all its consumer bank
deposits.

“The markets are really depressed
about what’s happening in Europe,”
said Willem Sels, credit strategist at
Dresdner Kleinwort in London. “You
try to cut off one tail, but another just
appears somewhere else.”

Not surprisingly, banks were
among Europe’s biggest decliners.
Hypo Real Estate plunged 50% at the
open in Frankfurt and ended down
37%. Société Générale skidded nearly
12% in Paris, and Barclays dropped
15% in London.

Investors around the world also
flocked to the relative safety of gov-
ernment bonds. U.S. Treasury prices
gained for a fourth consecutive ses-

sion, sending yields sharply lower.
Yields on government debt in Japan,
Germany and the U.K. also dropped.

Meanwhile, the markets that
banks rely on for funding remained un-
der severe pressure, despite efforts by
the world’s central banks in recent
weeks to pump more cash into the fi-
nancial system.

The London interbank offered
rate, which is supposed to reflect the
short-term rates at which banks lend
to one another, rose for overnight dol-
lar loans to 2.37% from 2% Friday. The
U.S. Federal Reserve’s target for the
overnight rate is 2%. Three-month dol-
lar Libor improved slightly, falling to
4.29% from 4.33%. However, a key
gauge of concerns about banks—the
difference between three-month Li-
bor and market expectations for cen-
tral-bank target rates—rose to 2.89
percentage points from 2.84 percent-
age points. Euro-based Libor rates
also rose, with the three-month rate
hitting 5.34% from 5.33%.

“The situation is not improving at
all,” said Benoit Hubaud, head of re-
search at Société Générale.

 —Andrew Langley in Moscow,
Greg Robb in Washington and

Tom Murphy in Sao Paulo
contributed to this article.
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In recent days, the
center of the global
financial crisis has
shifted to Europe.
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INDEX TO BUSINESSES

By Joellen Perry

And Mike Esterl

In order to extend funding to
prop up German lender Hypo Real
Estate AG, Germany’s central bank
may have lowered the standards on
the collateral it accepts.

German Finance Minister Peer
Steinbrück said in an interview on
German radio on Monday
that in order to extend
short-term funding for
Hypo, Germany’s central
bank, the Bundesbank, is
“prepared to lend against
additional securities,
which were not previously
accepted at central banks.”

That’s something the
Bundesbank is allowed to
do, under a little-used pro-
vision of European central
banking that lets national
central banks make emer-
gency loans. National banks in the
euro zone have made such emer-
gency loans to individual banks in

the past. But they have typically
been kept secret.

On Sunday, Germany’s govern-
ment arranged a bailout for Hypo, a
giant property lender that came
close to collapsing after private lend-
ers pulled out of an earlier Œ35 bil-
lion ($47.31 billion) aid plan last
week. The newest Hypo rescue pack-
age involves a second loan of Œ15 bil-

lion by German banks and
insurers, atop the original
Œ35 billion.

On Monday, the Bundes-
bank confirmed it will pro-
vide the original Œ35 billion
loan directly to Hypo tempo-
rarily. Then, private-sector
lenders will step in to re-
place Œ15 billion of the loan
with funds of their own. In a
statement, the Bundesbank
said the “special liquidity
help” is being extended

against “securities with value.” The
terms of the Bundesbank’s loan re-
main unclear. —Marcus Walker

contributed to this article.

Bundesbank’s Hypo help
may use a lower standard

Iceland moves on banks
State steps in to take
control of system,
revive falling krona
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Peer Steinbrück

By Charles Forelle

REYKJAVÍK, Iceland—Iceland’s
prime minister warned that his na-
tion was near bankruptcy and pre-
pared to give financial regulators au-
thority to restructure the country’s
banks amid a worsening financial
crisis that has all but cut off the is-
land nation from the global finan-
cial system.

Credit lines to Iceland’s banks
closed down suddenly on Monday,
Prime Minister Geir Haarde said in a
televised address. He said Iceland’s
parliament would vote Monday
evening on an “emergency law” that
puts the entire banking system un-
der government control.

“There is a very real danger, fel-
low citizens, that the Icelandic econ-
omy, in the worst case, could be
sucked with the banks into the whirl-
pool and the result could be na-
tional bankruptcy,” Mr. Haarde said.
Nationalization of the banks ap-
pears likely, analysts said.

In years of easy credit, Iceland’s
banks swelled until their assets rose
to some 10 times the nation’s eco-
nomic output, lending abroad as
well as at home. That has left them
vulnerable to fears their home coun-
try would be unable to bail them out
if trouble struck.

Mr. Haarde said many parties
bore responsibility for the situa-
tion. Asked whether the govern-
ment should have reined in the
banks years ago, he said: “With a bit
of hindsight we can say that this
should not have been allowed to hap-
pen.” The banks “should have pro-
vided more for a rainy day…and
been more careful,” Mr. Haarde
said.

Those fears have paralyzed lend-

ing and bled into the broader econ-
omy. The Icelandic krona is already
down about 47% against the euro
this year, and had fallen about 10%
on Monday. That has set the stage
for a yet greater inflation rate—re-
cently at 14%—on the import-depen-
dent island.

Mr. Haarde said the situation re-

quired the government to step in. In
his address, he offered few specifics
but said the banks would shrink in
size by selling foreign assets. That
could give some support to the
krona.

Under the bill being presented to
Parliament on Monday evening, the
Icelandic financial regulator and
central bank would be able to take
over financial companies, create
new ones and fix the powers of the
companies’ boards. A state fund
would have the authority to take
over the banks’ mortgages.

Mr. Haarde said the bill gave the
government broad powers to take
control of banks. The mounting trou-
bles were accelerated last week,
when the government effectively na-
tionalized Glitnir Bank hf, one of Ice-
land’s three big banks, by putting in
Œ600 million. Ratings agencies
quickly cut Iceland’s sovereign-debt
ratings.

Spokesmen for the two other
large banks, Kaupthing Bank hf and
Landsbanki Íslands hf, didn’t imme-
diately comment on the prime minis-
ter’s speech Monday.
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By Leila Abboud

And Ben Worthen

German software giant SAP AG
warned investors that its third-quar-
ter revenue would be lower than ex-
pected, blaming the global financial
turmoil for a sudden drop in orders .

SAP’s share price dropped about
13% to $39.85 in trading on the New
York Stock Exchange. The announce-
ment is the latest sign that the
credit crunch that has consumed
Wall Street for the last several
weeks is forcing businesses to
tighten their wallets.

Companies of all sizes buy soft-

ware from SAP and its competitors
Oracle Corp. and Microsoft Corp. to
help them manage basic tasks such
as inventory and payroll. Analysts
say that businesses are normally re-
luctant to cut tech spending in a re-
cession because investments in new
software often lead to productivity
gains.

But the current economic slow-
down may be different because of
the credit crunch; the inability to
borrow could force businesses to
scale back technology spending be-
cause of concerns about not having
enough cash for the rest of the busi-
ness.

SAP Chief Executive Henning
Kagermann said he saw a major
shift in the last two weeks of Sep-
tember as concerns over the global
financial crisis mounted.

“The situation had a strong im-
pact on our ability to sign con-
tracts,” he told reporters Monday
on a conference call. “Many custom-
ers have put IT spending on hold...
especially at mid-sized companies
where liquidity and financing are a
big issue.”

SAP said it now expects world-
wide software revenue for the quar-
ter ended Sept. 30 to be between
Œ740 million and Œ750 million
($998 million and $1.01 billion), an
increase of 4% to 5% from a year ear-
lier. Analysts had been forecasting

20% growth to reach Œ850 million to
Œ860 million for the third quarter,
according to consensus estimates.

Under U.S. accounting rules, the
company expects global software
and services revenue for the third-
quarter to come in between Œ1.97 bil-
lion and Œ1.98 billion, up 13% to 14%
from the same period a year ago.

Investors were left wondering
whether SAP’s warning portends a
broader slowdown in technology
spending that could soon hit other
firms. Last month, computer maker
Dell Inc. said it was seeing "further
softening" in global demand, but
other vendors, including SAP rival
Oracle, have suggested that busi-
ness remains healthy.

A smaller business-software
maker, RightNow Technologies
Inc., said Monday that while it
would hit its earnings and revenue
targets, its cash flow from opera-
tions would be negative. The com-
pany, which sells customer-manage-
ment software on a subscription
model, had a hard time collecting
payments from customers and rene-
gotiated terms on some contracts,
said Chief Executive Greg Gianforte.

A survey of companies’ chief in-
formation officers done in late Sep-
tember showed that the majority
are putting some projects on hold,
renegotiating contracts and reevalu-
ating their 2009 budgets, according

to the CIO Executive Board, a trade
organization.

“There’s been a dramatic change
over the last couple of weeks,” said
Brendan Barnicle, an analyst with
Pacific-Crest Securities. Part of the
problem, he says, is that customers
aren’t able to get financing for large
technology projects such as install-
ing software from companies like
SAP.

SAP declined to offer specifics

on what regions were the worst af-
fected by the slowdown in spend-
ing. The company will release its full
third-quarter results on October 28,
and said it would provide further de-
tails at that time.

‘We are in preparedness mode
for all types of scenarios,” Mr. Kager-
mann said. “We will continue to as-
sess and monitor the situation and
report back at the end of the
month.”

SAP warns of shortfall, says software sales hurt by credit crisis

move on Sunday by Chancellor An-
gela Merkel of Germany, Europe’s
biggest economy, to guarantee all
residents’ bank accounts, only a
day after she criticized a similar
move by Ireland. On Monday, Aus-
tria, Sweden and Denmark joined
the growing list of countries to im-
prove their deposit-guarantee pro-
grams. On Monday evening, U.K.
officials were in talks with bank ex-
ecutives about possible emer-
gency injections of capital from
the government, a person familiar
with the matter said.

Yet stock markets fell sharply
around the world, with the Dow in-
dustrials falling 3.6%, or 369.88
points, to 9955.50, and the the
Dow Jones Stoxx 600 Index fell
7.6% to 241.50, the biggest one-day
percentage-point drop in its
20-year history.

The market declines illustrate
how the financial crisis has moved
far beyond U.S. subprime-mort-
gage troubles to a much more fun-
damental problem of confidence.
All the efforts in the U.S. and Eu-
rope haven’t solved the central
lack of trust: Nobody knows which
firms will go under, so everybody
is afraid of lending to everybody.

The problem has become so se-
vere that it is affecting not only
banks, but regular companies’ abil-
ity to borrow money for everyday
activities like paying their work-
ers and buying supplies. If sus-
tained, the freeze in so-called
money markets will weigh heavily
on an already weakening global
economy—a harsh reality that in-
vestors are now coming to recog-
nize.

“In order to shore up confi-
dence in the system—and by the
system, I mean the money markets—
you need something bigger and
you need something that is pretty
consistent across countries,” says
Hans Lorenzen, credit strategist
in London for Citigroup Inc. “And
you need it pretty quickly.”

The strains in money markets
have worsened in recent weeks, as
the broad repercussions of the col-
lapse of U.S. securities firm Leh-
man Brothers Holdings Inc., cou-
pled with emergency government
rescues of American International
Group Inc., Fannie Mae and Fred-
die Mac and the troubles of a
money-market fund run by Re-
serve Management Corp., have se-
verely damaged confidence.

In one worrying sign, the U.S.
commercial-paper market—a cru-
cial source of short-term loans for
banks and other companies in the
U.S. and Europe—shrank a record
$94.9 billion in the week ended
Oct. 1 to $1.61 trillion in debt out-
standing, according to the Fed.
That followed a $61 billion decline
the week before. Most of the re-
cent contractions were in commer-
cial paper tied to financial compa-
nies in the U.S. and overseas.

Aside from the $700 billion res-

cue package approved by the U.S.
Congress last week, the Fed has
taken aggressive actions in the
past year to address the spiraling
crisis. Since last September, it has
pulled its traditional lever—inter-
est rates—aggressively, reducing
the short-term federal-funds rate
to 2% from 5.25% in just a few
months’ time. It has also under-
taken a steady stream of unortho-
dox measures— backstopping
money-market mutual funds, cre-
ating new borrowing facilities for
investment banks, taking on trou-
bled assets from Bear Stearns and
AIG, to name a few. In the process,
its own balance sheet has been rad-
ically transformed. Once a bland
storehouse for Treasury securi-
ties, the Fed’s coffers are now
filled with loans to a wobbly finan-
cial system backed by collateral
few other financial institutions
want to hold.

The mission has been to keep

credit flowing. But three factors
have made it increasingly difficult
to accomplish that. First, banks
and investors are pushing to pare
back their debt, a process known
as deleveraging, which the Fed’s ef-
forts can slow but can’t stop. Sec-
ond, all of the financial innovation
of the past few years—once
thought to be a good thing be-
cause it spreads risk—has turned
out to be a curse because it ob-
scures where the risk is held, exac-
erbating uncertainty over which fi-
nancial institutions will survive.
During the boom, mortgages were
packaged into securities and sold
to investors around the world.
Third, the failure of Lehman and
other financial institutions has so
damaged confidence that even
grand rescue plans are proving un-
able to repair it.

In Europe, some governments
have gone much further than the
US to alleviate the pain. Ireland,
for example, has issued a blanket
guarantee covering virtually all
the debts of its six largest banks.
But coming up with a pan-Euro-
pean plan has proven difficult, in
large part because any large-scale
bailout would require the ap-
proval of the many countries in-
volved. While the European cen-
tral bank oversees monetary pol-
icy for the whole euro area and has
made hundreds of billions of euros
in loans available to banks, its au-
thority to bail out individual
banks is extremely limited.

An effort at common action Sat-
urday, before the latest round of
shocks, largely failed. Germany
and the U.K. rejected Mr.
Sarkozy’s suggestion of a common
bailout fund for European banks,
akin to the U.S.’s $700 billion res-
cue plan at a summit in Paris, un-
happy at the idea of sinking tax-
payer money into a fund they can’t
control.

“Europe’s economic integra-
tion is rather deep, and the inter-
bank market is an integrated Eu-

rope market,” says Daniel Gros, di-
rector of the Center for European
Policy Studies, a Brussels think
tank. “But national politicians
haven’t understood that yet and
they’re acting as if banks still had
a nationality, so that some banks
are their children and others are
not.”

The problems encountered by
Germany’s Hypo Real Estate Hold-
ing AG, one of the region’s biggest
lenders, underscore how fast
things can unravel—and how the
world’s interconnected financial
markets are amplifying the prob-
lems. Over the weekend, the Ger-
man government and financial
firms agreed to a Œ15 billion bail-
out package on top of a previously
arranged Œ30 billion rescue plan.

Hypo’s troubles started last
month, when the bankruptcy fil-
ing by Lehman sparked a new and
unexpected freeze in the markets
on which banks depend to borrow
the money they need to run their
businesses. Within a day, a bench-
mark bank borrowing rate, known
as the London interbank offered
rate, saw its sharpest increase on
record.

Caught up in the lending freeze
was Depfa Bank PLC, a little-
known Dublin banking unit of
Hypo. Until this month, Depfa had
been highly dependent on loans
from other banks. When the bank-
funding market shutdown, Depfa’s
access to funding came to a halt.

“That market has dried out,”
Hypo spokesman Hans Obermeier
said.

Depfa’s problems were also
linked back to the U.S. A big source
of lending for Depfa were U.S.
money-market funds that buy com-
mercial paper. But investors in
that market significantly cut back
on commercial paper purchases af-
ter the Lehman default precipi-
tated big losses for some money-
market funds.

 Marcus Walker and David
Gauthier-Villars

contributed to this article.
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A news ticker shows the Dow Jones Industrial Average dipping below 10000 in
New York's Times Square, the first time that has happened since October 2004.

“Many customers have put IT spending on hold,” said SAP Chief Executive
Henning Kagermann, “especially at mid-sized companies.”
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U.K., banks in talks to lift capital
In contingency plan,
four might issue
shares to government

By Sara Schaefer Muñoz

And Alistair MacDonald

LONDON—U.K. Treasury offi-
cials met Monday evening with the
chief executives of several top U.K.
banks to discuss a plan to shore up
their capital that, if agreed upon,
could be unveiled as early as this
week, said a person familiar with
the matter.

The plan, likely geared for banks
with major U.K. operations—Bar-
clays PLC, The Royal Bank of Scot-
land Group PLC, HBOS PLC and
Lloyds TSB—would be aimed at
helping the banks’ capital cushion,
possibly by issuing preference
shares to the U.K. government, said
the person.

It was still unclear as of Monday
night whether the four would partic-
ipate or how many shares might be
issued.

The measure is one of several
contingency plans that the U.K gov-
ernment has been looking at to prop
up its banks, if needed, people famil-
iar with the matter said.

The meeting comes after shares
of U.K. banks took a beating
Monday, as stocks around
the world plunged. Trea-
sury Chief Alistair Darling
spoke about the financial
crisis in Parliament, but
the markets took little com-
fort in his mostly general
promises with few details.

The pan-European Dow
Jones Stoxx 600 Index tum-
bled 7.6% to 241.50, the larg-
est percentage-point drop
in its 20-year history. The
U.K. FTSE-100 index fell 7.9% to
4589.20, its largest one-day decline
since Oct. 20, 1987. Shares of HBOS
and RBS both fell about 20% to close
at 160.80 and 148.10 on the London
Stock Exchange Monday.

The plan may not appeal to some
banks since it would require issuing
stock at a time when their shares
are depressed, and letting in the gov-
ernment as a shareholder.

Some U.K. bankers aren’t con-
vinced that the idea of purchasing
shares is the best solution because
it would do little in the short term to
improve the bank-borrowing mar-
ket, according to a person familiar

with the situation.
Standard & Poor’s Rat-

ings Services lowered its
long- and short-term coun-
terparty credit ratings for
RBS to A+/A-1 from
AA-/A-1+, citing a deteriora-
tion of credit risk and con-
cern about how the bank
would complete plans to
raise capital.

In an address to the
House of Commons, Mr.
Darling said he was “will-

ing to make further resources avail-
able as necessary” to maintain sta-
bility in the financial markets. Re-
sponding to moves from other Euro-
pean countries to guarantee all con-
sumer bank deposits, Mr. Darling
noted that the U.K. has raised its
guarantees on deposits to £50,000
from £35,000, and said markets reg-
ulator Financial Services Authority
was reviewing whether to raise the

limit further.
Any announcement this week of

a government plan to buy shares
may also include raising the limit on
deposit guarantees, said a person
close to the matter.

Mr. Darling called for coopera-
tion among European Union mem-
ber states. He was scheduled to
meet with EU ministers Tuesday. He
also said he will meet with leaders
in the U.S. later this week to look at
issues including the effectiveness of
credit rating agencies and how to in-
crease the transparency of financial
institutions.

He said he is looking at every as-
pect of issues plaguing banks, in-
cluding capital, liquidity and regula-
tion. Mr. Darling declined to com-
ment on talk about a plan to buy pre-
ferred bank shares Monday, saying
“all practical options must remain
open to us.”

In a jab at the U.S. struggle to
pass its $700 billion bailout pack-
age, he said in Parliament recent
events there showed that “nothing
is worse than coming forth with a
plan that isn’t sufficiently devel-
oped.”

Alistair Darling

THE FINANCIAL CRISIS

By Subhadip Sircar

And Neelabh Chaturvedi

MUMBAI—The Reserve Bank of
India cut the amount of deposits
that banks have to set aside in cash
with it, joining central banks across
the world in injecting liquidity as
the global financial crisis escalates.

The cash-reserve ratio will be
lowered by one-half of a percentage
point to 8.5% with effect from Satur-
day. The move is ad-hoc and tempo-
rary and will be reviewed on a con-
tinuous basis, the central bank said
in a statement Monday.

In a separate move to enable more
foreign fund flows into India, the capi-
tal-markets regulator said it will re-
move a ban imposed in October on
the issue of participatory notes with
derivatives as underlying assets by
foreign institutional investors.

Such notes are used by investors,
including hedge funds, who aren’t reg-
istered with Securities and Exchange
Board of India to invest in Indian
stocks.

India joins fight
against squeeze
but cutting ratio
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Volatility lifts niche funds

Pressures mount for bank plan
said Dominique Strauss-Kahn, direc-
tor general of the International Mone-
tary Fund, in a speech in Paris on Mon-
day. “The stability of the world econ-
omy is at stake.”

French President Nicolas Sarkozy,
whose country currently holds the
EU’s rotating presidency, read out on
television the common promise by
the EU’s 27 nations that each “will
adopt all the necessary measures to
protect the stability of the financial
system.” Among such measures, Mr.
Sarkozy listed “the injection of liquid-
ity by central banks, targeted mea-
sures to help certain banks, or strong
action aimed at protecting deposits.”

In a similar statement to Britain’s
parliament, Prime Minister Gordon
Brown pledged to “look at every as-
pect—liquidity, capital and regula-
tion—with other countries.”

But the declarations followed
days of political disarray in Europe
during which countries tried to solve
the financial crises on their own turf.

On Sunday, in a surprising move,
German Chancellor Angela Merkel
fully guaranteed all individuals’ bank
accounts in the country, only a day af-
ter she had criticized Ireland for uni-
laterally guaranteeing its banks’ lia-
bilities.

The guarantee by Germany, Eu-
rope’s largest economy, put pressure
on smaller European neighbors to fol-
low suit, despite misgivings that
banks would be tempted to make
more risky loans if their liabilities,
such as deposits, are backed by such
guarantees. On Monday, Austria, Swe-
den and Denmark joined the list of
countries offering stronger state
guarantees of bank deposits. Spain
said it would also move if no con-
certed EU action emerges.

Shares in Dexia SA fell 21% on

Monday, and France and Belgium
were seeking a way to keep the
Franco-Belgian municipal lender
afloat. That followed second at-
tempts over the weekend at rescues
of Germany’s Hypo Real Estate Hold-
ing AG and Benelux bank Fortis NV.

German Finance Minister Peer
Steinbrück told public radio on Mon-
day that the government was think-
ing about a more systematic way to
deal with troubled banks like Hypo,
instead of holding emergency talks
every week to find an ad hoc solution.
German officials declined to elabo-
rate on what a broader solution
might involve. A spokesman for Mr.
Steinbrück said the government felt
Hypo hadn’t been open about the
true size of the bank’s funding gap,
adding to pressure on Hypo’s top
managers to resign.

In the U.K., France and Spain, gov-
ernment leaders gathered top execu-
tives from their domestic banks to
discuss emergency measures aimed
at shoring up public and investor con-
fidence.

On Monday, Europe’s stock mar-
kets tumbled. France’s CAC-40 slid
9%. The FTSE 100 index of leading
British shares fell 7.9%. Germany’s
DAX fared slightly better, down 7.1%.

“Europe’s economic integration is
rather deep, and the interbank mar-
ket is an integrated European mar-
ket,” says Daniel Gros, director of the
Centre for European Policy Studies, a
Brussels think tank. “But national pol-
iticians haven’t understood that yet
and they’re acting as if banks still had
a nationality, so that some banks are
their children and others are not.”

Finance ministers from the 15
countries that use the euro as their
currency worried at a meeting on
Monday in Luxembourg that the
growing competition among coun-

tries would unsettle savers and en-
courage investors to shift money to
the country making the biggest prom-
ises of security.

“We risk a race to the bottom, or a
race to the top,” said Dutch Finance
Minister Wouter Bos, referring to es-
calating government deposit guaran-
tees. Finance ministers from all 27
EU nations are set to meet Tuesday
to discuss the crisis.

Still, finding common answers to
the financial crisis in Europe is a lot
harder than it is in the U.S., because
of the EU’s loose structure and lack of
a big federal budget.

EU finance ministers are attempt-
ing to agree to a common level of de-
posit protection, an EU diplomat
said, presumably higher than the cur-
rent Œ20,000 minimum. That may
now be difficult to negotiate, how-
ever, given pledges of unlimited guar-
antees that some governments have
already made.

The Dutch government has pro-
posed a series of national funds set at
around 3% of gross domestic product
for recapitalizing banks. But Mr. Bos
said there was no sign of a consensus
in favor of the idea.

An effort at common action on
Saturday, before the latest round of
shocks, largely failed. At a summit in
Paris, Germany and the U.K. rejected
France’s suggestion of a common bail-
out fund for European banks, akin to
the U.S.’s $700 billion rescue plan, un-
happy at the idea of sinking taxpayer
money into a fund they can’t control.

The leaders of Germany, France, It-
aly and the U.K. said they would push
for a softening of European rules
against state aid and monopolies, ac-
cording to a statement released after
the summit. They also told reporters
that EU budget rules could be made
more lenient to help countries cope
with the spiraling financial turmoil.
The European Central Bank, how-
ever, likely would fight any wholesale
dismantling of fiscal rules.

Last week, U.S. Treasury Secre-
tary Henry Paulson’s $700 billion
plan to buy banks’ toxic assets
proved difficult to get approved in
the U.S., a single nation state. An EU
bailout fund would have to survive ne-
gotiations over how much money
each country would contribute,
which assets or banks the funds
would be spent on, who would admin-
ister the plan, and how to share the
profits or losses after the crisis.

“There isn’t time to sort all that
out,” says Simon Tilford, chief econo-
mist at the Centre for European Re-
form, a London think tank. “All Eu-
rope can do at this point is get agree-
ment on what needs doing, and let
member states carry it out.”

 Adam Cohen in Luxembourg,
Joellen Perry in New York,

Mike Esterl in Frankfurt and
Charles Forelle in Reykjavík,

Iceland, contributed to this article.

Continued from first page

THE FINANCIAL CRISIS

Ireland: Government 
guarantees total debt of 
Ireland’s top six financial
institutions amounting to
Œ400 billion, twice the
country’s GDP — includes
securities, short-term 
borrowings and individual 
deposits. 

Greece: Finance minister 
issues a blanket 
guarantee to savers that
their bank deposits are 
fully insured by the Greek
government.

U.K: The country's 
financial-services
regulator says it will
guarantee consumer bank
deposits up to £50,000 
(Œ64,295), from £35,000.

Germany: Government 
issues blanket guarantee 
of country's consumer 
bank deposits. 

Austria: Government 
says it will follow 
Germany in guaranteeing 
retail deposits.

Sweden: Government 
says it will raise the limit
for deposit insurance to 
500,000 kronor (Œ51,450)
from 250,000 kronor.

Denmark: Economy 
Ministry says commercial 
lenders agree to 
contribute up to 35 billion 
kroner (Œ4.63 billion) over 
two years to a fund to 
help insure account 
holders from losses.

Spain: Economy Minister 
Pedro Solbes (below right, 
pictured with ECB
President Jean-Claude 
Trichet Monday) says his 
government is prepared to 
act to guarantee deposits 
unilaterally if the European 
Union doesn’t act.

European Commission:
EU competition chief 
Neelie Kroes urges 
coordinated actions to
guarantee deposits;
warns separate moves by
countries pose 
competition concerns and
could limit their 
effectiveness in 
stabilizing banks.

Cash crisis deepens, spurring deposit concerns — Europe responds
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By Laura Santini

Global financial mayhem may be
laying waste to many hedge-fund
portfolios, but whipsawing markets
are boosting a small group of hedge
funds that bet on rising volatility.

The returns posted by what are
known as volatility hedge funds are
encouraging hedge-fund managers
and other financial players to ex-
pand their presence in this small
but growing niche.

“Massive global volatility events
don’t come along that often. The
one we’re experiencing right now is
unprecedented,” says Adam Stern,
founder of AM Investment Partners,
a billion-dollar volatility-hedge
fund in New York.

Mr. Stern’s fund rose more than
6% from Sept. 1 to Sept. 28, during a
period when a string of financial col-

lapses helped the Standard & Poor’s
500-stock index and Nasdaq Com-
posite Index to sink 5.4% and 7.8%,
respectively. The Newedge Volatil-
ity Trading Index, consisting of 11
volatility hedge funds with a total of
$5 billion in assets, is up 7.31% this
year. By comparison, the Credit
Suisse/Tremont Hedge Fund index
of nearly 500 funds is down 3.6%.

The strong returns could be
tough to match if market volatility
subsides and managers don’t pre-
pare for steadier markets. Even last
year, when market volatility picked
up and volatility funds performed
better, the Newedge index yielded
8.6%, compared with the 12.6% re-
turn from the broader Credit
Suisse/Tremont index.

Volatility has been out of favor
for years, as bullish investors
shrugged off fear of risk.
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BNP deal could offer future path

Profumo’s defiance tarnishes UniCredit
CEO is on defense
over ‘misjudgment’
about capital needs

U.S. probes aspects of Lehman’s pre-collapse health
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THE FINANCIAL CRISIS

Many are criticizing CEO Alessandro Profumo for not coming clean earlier about
UniCredit’s financial standing.

BNP Paribas's purchase of Fortis's
operations in Belgium and
Luxembourg will make it the largest
bank in the euro zone by deposits.
Top five banks by deposits as of
December 2007, in billions of euros

Source: BNP Paribas; the companies
*Pro forma

UBS
(Switzerland)

Crédit Agricole
(France)

UCI
(Spain)

Deutsche Bank
(Germany)

ING
(Netherlands)

BNP Paribas
Fortis

239347

368

387

391

458

525

586*

Buying cash

1

2

3

4

5

By David Gauthier-Villars

PARIS—The weekend purchase
by France’s BNP Paribas SA for the
Belgium and Luxembourg assets of
rival financial group Fortis NV indi-
cates a possible recipe for consolida-
tion in Europe’s financial industry:
purchase by a private bank of
heavily discounted assets with the
blessing of national governments.

After an intense weekend of nego-
tiations, BNP Paribas said it had
reached an agreement with the gov-
ernments of Belgium and Luxem-
bourg to acquire most of Fortis’s bank-
ing and insurance assets in those
countries. The deal will be financed
with a cash-and-share offer worth
nearly Œ15 billion ($20.23 billion).

The BNP Paribas transaction “will

ensure that Fortis Belgium fulfils the
conditions necessary for sustainabil-
ity and its development,” Belgian
Prime Minister Yves Leterme said in a
statement on Monday. The purchase
agreement comes after Fortis ran into
liquidity problems two weeks ago,
and after subsequent government-
sponsored rescue plans foundered.

As the financial crisis sweeps
through Europe, the Continent is full
of banks which, like Fortis, appear to
need support. On Monday, French
and Belgian governments were
scrambling to reassure investors
that Franco-Belgian municipal
lender Dexia SA wouldn’t be allowed
to fail, after its shares dropped more
than 21% during the day.

Still, to make deals such as BNP
Paribas’s work, European govern-

ments need to find healthy banks will-
ing to bail out ailing institutions, and
analysts say such banks are in short
supply. “There are not many banks
left in Europe with a strong signa-
ture, strong enough that they can be
on the buying side,” said Alain Du-
puis, an analyst with Oddo Securities.

BNP Paribas traditionally had
been more risk averse than many U.S.
and European banks, limiting its expo-
sure to the U.S. subprime crisis. BNP
Paribas said it would issue Œ9 billion
of new shares to acquire the banking
operations of Fortis in Belgium and
Luxembourg. It would also spend Œ5.5
billion in cash to acquire Fortis’s Bel-
gium insurance business. Upon com-
pletion of the transactions, the Bel-
gian government will own 11.6% of
BNP Paribas, and Luxembourg 1.1%.

By Donna Kardos

Hartford Financial Services
Group said it will receive a $2.5 bil-
lion capital investment from Ger-
man insurer Allianz SE while also
warning of a big third-quarter loss
and announcing a 40% cut to its
quarterly dividend.

The investment from Allianz
“strengthens our ability to weather
volatile markets and continue to in-
vest and vigorously compete in our
businesses,” Hartford Chief Execu-
tive Ramani Ayer said in a state-
ment. With the investment, Hart-
ford will finish the year with a capi-
tal margin about $3.5 billion in ex-
cess of its requirements to maintain
AA level credit ratings.

The move comes as Hartford’s
stock has tumbled in recent weeks
amid industry investor worries con-
cerning problems in the stock and
credit markets. Shares closed Fri-
day at $27.40, down 69% for the
year. On Monday morning, they rose
to about $30.50.

Monday, Hartford said it expects
a third-quarter net loss of $8.50 to
$8.80 a share, hurt by $7.05 to $7.25
a share in net realized capital losses.
The company said the “vast major-
ity” of the losses are write-downs
on its investment portfolio, with
about 75% of the them related to in-
vestments in the financial-services
sector amid recent market turmoil.
Amid those losses, Hartford an-
nounced a new investment chief.

Still, Allianz Chief Executive
Michael Diekmann said the German
company expects “a favourable re-
turn on our investment.”

Hartford to get
$2.5 billion
from Allianz

By Stacy Meichtry

And Sabrina Cohen

When a financial analyst asked
UniCredit CEO Alessandro Profumo
in the spring whether there was
“zero” need for his bank to raise capi-
tal, he replied with a firm “yes.”

Again and again over subsequent
months, Mr. Profumo denied Uni-
Credit needed funds. Last week he
went on Italy’s evening television
news to say so.

Now, after Sunday’s announce-
ment that UniCredit plans to raise
Œ6.6 billion, Mr. Profumo’s defiance
is coming back to haunt him. It risks
tarnishing his reputation as one of
Europe’s most celebrated bankers,
and further denting investor confi-
dence in the ability of bank chiefs to
predict the scope of the deepening
global financial crisis.

“To be honest, there has been a
misjudgment on our side on the
depth and length of the crisis,” Mr.
Profumo said in an interview a day af-
ter UniCredit announced a capital in-
crease, issued a profit warning and
said it would pay its dividend in
shares.

Earlier in the day, analysts had up-
braided Mr. Profumo during a confer-
ence call. UniCredit stock fell as
much as 15% before being suspended

several times throughout the day
and closing down 6% at Œ2.90.

Trying to send a reassuring sig-
nal, Mr. Profumo spent more than
Œ400,000 to buy shares in the bank
on Monday, and other executives
also bought stock.

Despite the scramble to raise capi-
tal, UniCredit remains financially sta-
ble, analysts say. Even amidst the
market turmoil, the bank is expected
to deliver a 2008 net profit of more
than Œ5 billion.

The board is also standing solidly
by their CEO. “Our faith in Mr. Pro-
fumo is absolute. You can’t blame
him for the instability of the mar-

kets,” said board member Piero
Gnudi, the chairman of Italian en-
ergy company Enel SpA.

Still, many are criticizing Mr. Pro-
fumo for not coming clean earlier, es-
pecially considering the broad lack
of investor confidence that is acceler-
ating the global credit crunch.

“Profumo has lost a lot of credibil-
ity,” said Davide Pasquali, chairman
of Swiss fund Pharus SICAV, which
sold all its UniCredit stock in 2007.

“Why didn’t they admit they
were in trouble before the stock was
hit by speculation?” Centrosim ana-
lyst Luca Comi wrote in a research
note.

The past week marks a dramatic
turn of events for Mr. Profumo.

For years, the 51-year-old Mr. Pro-
fumo cultivated the image of an icon-
oclast in Italy’s conservative bank-
ing sector. The executive tooled
around Milan on a yellow BMW mo-
torcycle, shunning the social com-
pany of other Italian bankers.

While rivals banks merged to cre-
ate domestic powerhouses such as In-
tesa Sanpaolo SpA, Mr. Profumo pur-
sued cross-border mergers that ex-
tended UniCredit’s operations into
Central Eastern Europe.

In 2005, Mr. Profumo engineered
a tricky cross-boarder merger with
Germany’s HVB Group AG, creating
the euro zone’s fourth-largest bank
by market value. The acquisition of
Italian bank Capitalia SpA two years
later gave UniCredit a market value
exceeding Œ100 billion, or $135 bil-
lion at the time, propelling the bank
to the top of the world’s bank rank-
ings.

Although the Capitalia acquisi-
tion helped strengthen UniCredit’s
retail operations in Italy, Mr. Pro-
fumo says investors have now begun
to take aim at UniCredit for becom-
ing too foreign, too fast.

Unlike Italian rivals, which have
mainly stuck to retail banking in It-
aly, UniCredit has retail and invest-
ment banking activities spread
throughout Europe. “The real topic
is the fact that (other Italian banks)
are more focused on Italy,” Mr. Pro-
fumo said in the interview.

Still, investors and analysts also
fault Mr. Profumo for struggling to

come to terms with UniCredit’s weak-
nesses as the credit crisis deepened.

When questions about UniCred-
it’s capital levels emerged as the com-
pany reported first-quarter results
this spring, a Goldman Sachs analyst
asked Mr. Profumo: “From where Uni-
Credit stands, there is zero need for a
capital raising?” - to which Mr. Pro-
fumo answered affirmatively.

The CEO and other bank execu-
tives repeatedly refuted suggestions
that Unicredit needed to raise capital
over the following months.

A wake up call, Mr. Profumo said
in the interview, came with the col-
lapse of Lehman Brothers. Banks
came under extreme pressure as
they scrambled to gain access to
funding as credit dried up. At the
same time, the cost of bank-default
insurance sharply increased to never-
before seen levels, he said.

Still, Mr. Profumo believed Uni-
Credit’s capital was strong enough to
ride out the crisis. Investors dis-
agreed, sending the bank’s share
price on a turbulent ride last week
with the stock at one point reaching
a ten-year low.

The bank called an extraordinary
Sunday board meeting, during which
board members approved a Œ3 bil-
lion capital increase, the placement
of a Œ3 billion bond and a plan to pay
its dividend in shares. The bank also
cut its 2008 earnings per share tar-
get. According to two people at the
meeting, Mr. Profumo apologized to
the board for the spiraling of events.
 —Carrick Mollenkamp

contributed to this article.

By Amir Efrati

And Susan Pulliam

At least three U.S. attorneys of-
fices are probing whether Lehman
Brothers Holdings Inc. misled inves-
tors before its bankruptcy filing, as
pressure grows to hold individuals
accountable for the financial crisis.

Criminal prosecutors from two
New York City boroughs and from
New Jersey are drilling into issues
that relate back to a central ques-
tion: Was Lehman saying publicly
that its financial condition was
sound while acknowledging be-
hind the scenes that its financial
situation was dire? Such a dispar-
ity at Lehman could allow prosecu-
tors to bring a case charging that
executives had fraudulently misled

shareholders and other parties.
Justice Department officials in

Washington may need to sort out
how the three offices handling the
Lehman investigations will split up
the duties or it may referee any con-
flicts between them. The intertwin-
ing probes come as the U.S. Securi-
ties and Exchange Commission,
which can pass along information to
criminal prosecutors, has been prob-
ing for months how Wall Street
firms valued their holdings of mort-
gage-related securities.

The U.S. attorney’s office for New
York’s Southern District of New
York, in Manhattan, is investigating
whether Lehman valued its assets at
artificially high levels, say two peo-
ple familiar with the matter. That of-
fice has issued subpoenas to individ-

uals that focus, among other things,
on what the firm told investors and
other parties about its valuations for
roughly $32.6 billion in commercial-
real-estate holdings, according to
people familiar with the matter.

The Manhattan prosecutors are
alsointerestedinwhetherLehmanim-
properlymoved$8billionfromitsLon-
donoperationstoNewYorkjustahead
of its bankruptcy filing, a move that
has drawn criticism from creditors
andaccountants,accordingtotwopeo-
ple familiar with the matter. A spokes-
woman for the Manhattan U.S. attor-
ney’s office declined to comment.

The U.S. attorney’s office in New
Jersey, in Newark, is investigating
whether Lehman misled New Jer-
sey’s pension fund when it provided
informationabout itsfinancialhealth

in connection with a $6 billion offer-
inginJune.NewJersey invested $180
million in the offering. Its loss on the
investment totals about $116 million,
because it sold some of its stake.

Finally, prosecutors in the U.S. at-
torney’s office for New York’s East-
ern District, in Brooklyn, are prob-
ing whether Lehman executives mis-
led investors by misrepresenting
the firm’s condition by making up-
beat comments during conference
calls with analysts and investors.

The Brooklyn office also is inves-
tigating whether individuals at Leh-
man defrauded the firm’s custom-
ers by dumping auction-rate securi-
ties into their accounts before the
market for those short-term securi-
ties, which trade through auctions,
broke down amid the credit crisis.
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H
OPING to find an Internet
marketing spot fast, Christo-
pher Cicero hired a profes-

sional résumé writer last winter. He
paid her about $500 and completed
her 20 page worksheet. She prom-
ised to polish his résumé soon.

The revamped document didn’t
arrive for nearly four months, how-
ever. And Mr. Cicero disliked the re-
sult. He believes the résumé failed
to describe his accomplishments
because the writer never inter-
viewed him. “She didn’t know who
I was or what I was looking for,”
the Westchester, N.Y., resident com-
plains. So he switched writers.

Anxious applicants increasingly
use professionals to assemble im-
pressive-looking résumés, forking
over as much as $2,000. The-
Ladders.com expects its 100 writ-
ers will prepare more than 20,000
résumés this year—quadruple the
number in 2006, the year its ser-
vice began, reports Marc Cene-
della, president of the Web site for
high-paid candidates. In today’s
tight market, the right résumé can
land you the right interviews and

job. And thanks to Wall Street’s re-
cent turmoil, many people in the
financial-services industry are los-
ing their jobs or jumping their sink-
ing ships. A late September poll by
Doostang, a career-networking
site, found more than half of 338 fi-
nancial-service industry profession-
als plan to look for a new job in the
next three months.

But as Mr. Cicero learned, the
wrong résumé writer wastes your
time and money. The unregulated
field has attracted so many unscru-
pulous players that one trade
group of résumé writers plans to
post names of individuals and busi-
nesses falsely claiming member-
ship. “To say the quality varies
widely is an understatement,” ob-
serves Louise Kursmark, a veteran
résumé writer in Reading, Mass.,
and co-founder of a writer train-
ing academy.

Careful shopping will help you
dodge rip-offs by résumé writers.
It’s wise to review their work,
making sure samples look custom-
ized rather than a cookie-cutter
template. Then, contact satisfied

customers and verify claims of
professional prowess. Five U.S. as-
sociations certify résumé writers,
but “some are more rigorous than
others,” notes Ms. Kursmark in
her 2008 directory of writers.

She earned the “master résumé
writer” title from Career Manage-
ment Alliance, for instance, by
showing she had five years of paid
résumé-writing experience, submit-
ting a diverse portfolio of résumés
and completing an exam. Every
two years, she must be re-certi-
fied, which in-
cludes submit-
ting a two-page
essay and five
résumé client
presentations.

You also
should ask ré-
sumé writers
how many cli-
ents have ob-
tained inter-
views and jobs.
“A good success rate would be
50%,” suggests Betsy Richards, di-
rector of career resources at Kaplan
University, an online institution.

Because résumé writers typi-
cally demand their money upfront,
you should know what you’re pay-
ing for. A marketing communica-
tions consultant paid $695 for a ré-
sumé rewrite in January after
TheLadders.com assured her that
its fee covered phone conversa-
tions with a writer about her multi-

industry background and interest
in corporate public relations.

T
HOSE CHATS never hap-
pened, however. “We don’t
do phone calls,” the writer

insisted via email, her sole means
of communication. The new ré-
sumé didn’t generate any corpo-
rate PR leads for the marketing
consultant. “I wasn’t a smart con-
sumer,” she concedes.

“Not all of our résumé writers
like to speak on the phone,” Mr.

Cenedella ex-
plains.

At the same
time, you should
determine
whether the ré-
sumé writer of-
fers a written
guarantee.
Many promise a
free rewrite if
their product
doesn’t bring

you a relevant interview within a
month. Robyn Feldberg, president
of the National Résumé Writers’ As-
sociation, has fulfilled such a
pledge just twice in 17 years. She is
among her organization’s 31 certi-
fied writers, who must submit sam-
ple résumés and take grammar and
résumé writing tests.

You won’t need a post-comple-
tion rewrite as long as you watch
for common flaws before accept-
ing the final version. Enthusiastic

scribes occasionally exaggerate a
client’s background. “There is a
disconnect between the person on
paper and the [actual] candidate,”
says Laura George, a job-search
coach in Akron, Ohio.

Don’t let a résumé writer make
you “look like someone who you
are not,” cautions Kim Gerardi, a
human-resources manager for an
Ingersoll-Rand division.

While head of executive staffing
at a telecom concern, she rejected a
potential sales official for that rea-
son. The prospect’s professionally
written résumé claimed he had run
a big business unit for his prior em-
ployer. But when Ms. Gerardi grilled
him about the size of his profit-and-
loss responsibility, he replied,
“What are you referring to?” He
lacked such duties. He blamed his
writer’s poor word choice.

There are satisfied users of ré-
sumé writers, of course. David
Goldenberg tapped TheLadders.
com’s service last spring mainly
because he hadn’t looked for work
in 20 years. His revised résumé
correctly described his contract-
negotiating skills, citing the value
of several big deals. Strike Hold-
ings, an owner of U.S. bowling and
entertainment venues, invited Mr.
Goldenberg to an interview the
same day he applied. He started
work Aug. 4 as its business-devel-
opment director.

Email joann.lublin@wsj.com
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Paulson adviser to oversee U.S. rescue effort

Citi, Wells Fargo in talks over Wachovia
One plan proposes
splitting branches
on geographic basis

By Dan Fitzpatrick,

David Enrich

And Jessica Holzer

Negotiations between Citigroup
Inc. and Wells Fargo & Co. to re-
solve the battle for Wachovia Corp.
resumed, with Federal Reserve offi-
cials acting as a broker, and one fed-
eral regulator predicted a compro-
mise is likely to be reached soon.

Federal Deposit Insurance Corp.
Chairman Sheila Bair said she ex-
pects a deal to sell Wachovia, of
Charlotte, N.C., to be settled Mon-
day. One person briefed on the dis-
cussions said a resolution may be
reached late in the day.

“We’re all working together with
regulators…to come at a solution and
outcome that serves the public inter-
est, and I think we will have one to-
day,” Ms. Bair said. The FDIC isn’t driv-
ing the negotiations between Wacho-

via and its two suitors, though it is
talking with all parties, she added.

While the exact status of the
talks wasn’t known, one plan dis-
cussed Sunday night had Citigroup
and Wells Fargo divvying up Wacho-
via’s 3,346 branches along geo-
graphic lines, with Citigroup get-
ting Wachovia’s branches in the
Northeast and mid-Atlantic regions
and Wells Fargo taking those in the
Southeast and California, according
to people familiar with the talks.

Wells Fargo also would take over
Wachovia’s asset-management and
brokerage units. Unlike Citigroup’s
original agreement to take over
Wachovia’s banking assets, in which
the FDIC agreed to shoulder poten-
tially hundreds of billions of dollars
in toxic loans, the plans discussed
Sunday night didn’t entail either
buyer receiving financial assistance
from the U.S. government, accord-
ing to people briefed on the talks.

Even as negotiations to split up
Wachovia proceeded, lawyers for
Wachovia and Citigroup continued
to spar over the validity of an “exclu-
sivity agreement” Wachovia had
signed when it agreed to sell its bank-

ing business to Citigroup for $2.1 bil-
lion. A New York state appeals court
Sunday night reversed a lower-court
ruling from the day before that had
extended the expiration of that
agreement to Friday from Monday.

On Monday, Citigroup said it is
seeking more than $20 billion in
compensatory damages and more
than $40 billion in punitive dam-
ages from Wells Fargo for tortious
interference with Citigroup’s deal
with Wachovia.

Friday, Wells Fargo announced a
$15.1 billion deal to buy all of Wacho-
via. By agreeing to upend the deal

with Citigroup, Wachovia breached
the terms of the Sept. 29 exclusivity
agreement with the New York bank,
according to the suit.

If not for Citigroup’s willingness
to sign that agreement Sept. 29, the
lawsuit alleged, “Wachovia would
have failed the following day and
the debt issued by its holding com-
pany would have collapsed, with po-
tentially devastating implications
for the stability and security of the
financial markets.”

Citigroup also claims in its suit
that the Wells Fargo deal “triggered
the golden parachutes of Wachovia

Chief Executive Robert Steel and its
other senior executives,” enabling
the executives to “bestow upon
themselves a $225 million windfall.”

In a statement, Wachovia spokes-
woman Christy Phillips-Brown said
Citigroup’s lawsuit “appears” to be
at odds with a temporary restraining
order issued Sunday by a state-court
judge in Charlotte, N.C. The judge in
the North Carolina case ruled that
“there is significant evidence that
Citigroup has taken and continues to
take actions designed to cause the
seizure or collapse of Wachovia,” ac-
cording to a copy of Sunday’s order.

THE FINANCIAL CRISIS

WASHINGTON—U.S. Treasury
Secretary Henry Paulson named
Neel Kashkari, a key adviser on
whom he has come to rely heavily
during the financial crisis, to over-
see Treasury’s $700 billion program
to buy distressed assets from finan-
cial institutions.

Mr. Kashkari was designated by

Mr. Paulson on Monday as interim
assistant secretary for financial sta-
bility.

“In this capacity, Kashkari will
oversee the Office of Financial Sta-
bility including the Troubled Asset
Relief Program,” Treasury said.

Mr. Kashkari, 35 years old, is a
Treasury assistant secretary for inter-

national affairs and a former Gold-
man Sachs Group Inc. banker.

His new position confers substan-
tial power on Mr. Kashkari, who will
oversee Treasury’s effort to buy bad
loans and other distressed securities
clogging the books of financial institu-
tions and making them reluctant to
lend.
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leading Fortune global 500® company, we give you the confidence you need, whatever
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By Jennifer Levitz

W
HO CAN blame an in-
vestor for taking to
the bottle? Andy
Pick, a 49-year-old
stay-at-home father

inAtlanta,recentlybypassedthestock
market for liquid assets—$120,000 in
champagnes. He bought 400 bottles,
mostly 1996 vintage, that he says he
plans to “sit on” for 10 or 15 years and
then sell at a profit.

“It sure beats looking at a Merrill
Lynch monthly statement,” he says,
adding, “The worst thing that could
happen is that I drink all of it.”

Given the gyrations in the finan-
cial markets, some investors are
abandoning stocks and bonds and
seeking refuge in unusual alterna-
tives—parking spaces, for instance,
and condos in Peru. Sales of exotic
livestock are up. The U.S. Mint has
seen a gold-coin rush.

Investors have long turned to
hard assets in marketdownturns,the
idea being that if you invest in some-
thing real, it won’t disappear, even if
its value declines. But analysts say
this downturn is different in that real
estate, the most traditional safe ha-
ven, is also sinking. Between July
2006 and July this year, home prices
dropped 19.5%, according to the
S&P/Case-Shiller 20-city composite
home price index.

After the market dropped in Jan-

uary, Steve Borter, the 56-year-old
president of a heating-and-air-con-
ditioning company, did invest in
real estate, but not the usual sort.
He became landlord of a single park-
ing space in Chicago. He bought a
spot in the Field Harbor Parking Ga-
rage for $29,000 and rents it out.
“The stock market is indica-
tive of a lot of uncertainty.
With a parking space, at
least you end up with some-
thing,” he says.

Peggy Parks, a 49-year-
old auditor in Johnstown,
Pa., turned to an unusual
farm animal. “I’ve lost a for-
tunein stocks, andmy401(k)
is falling through the floor. I
feel comfortable in alpacas,”
she says. She invested
$56,000 in a small herd that
she believes has a better outlook than
mostmutualfundsbecauseoftheani-
mals’ breeding potential.

The national Alpaca Registry
Inc., in Lincoln, Neb., says registra-
tions are on pace to rise 7% this year
and currently stand at 140,297. Ms.
Parks says a female of “medium qual-
ity” can fetch $10,000 and that
prices have been rising, supporting
her hopes that she’ll see a profit on
her alpaca portfolio in five years.

Financial firms are reporting
that a growing number of retirees
are rolling their money out of ordi-
nary individual retirement accounts—
commonly stocks, bonds and mu-
tual funds—and into self-directed
IRAs, where almost anything goes.
“We’ve had people invest in a cy-
press farm in Costa Rica, and a
condo in Croatia,” says Tom Ander-
son, president of Pensco Inc., a San

Francisco firm that has $3.3 billion
in self-directed IRAs under custody.
He says 20% more assets flowed in
over the past three months than in
the same period a year ago.

In Centennial, Colo., Tim Boykin,
56, a retired engineer, says he pulled
hisentire nesteggofnearly$1million

out of stock and bond funds
in August and put it into a
self-directed IRA. He in-
vestedsomeofthemoney in
his niece’s company—
which is building condos in
Lima, Peru. While analysts
warnthatreal-estateinvest-
ments in emergng markets
are risky, Mr. Boykin says he
hasdonehisresearchandre-
mains confident: “I can see
pictures of the land. I can
see steel. I can see people

working. When I put my money in a
fund, I see a big list of things that
don’t sound good.”

Not everyone thinks alternative
investmentsare agreatidea. TheAla-
bama Securities Commission over
the weekend issued an “investor
alert” urging caution. People are
“panicking,” says securities director
Joseph Borg. He worries that inves-
tors who yank their money out of the
stock market are prey for con artists
hawking things like phantom oil
wells.

Mr. Borg, past president of the
North American Securities Adminis-
trators Association, adds that in past
market downturns he saw people
turn to chinchillas, worm farms and
super-breeds of rabbits. Emus, too,
were big. “Eventually, people got
tired of them and just let them go,” he
says. “To this day, you’ll be in West

Texas and a big emu running wild will
just come up next to your car.”

Hard-asset gurus like Howard
Ruff, a best-selling author who rose
to fame in the inflationary 1970s, are
convinced their moment has come
again. “This is a big, big time, a very
big time—and this is just the begin-
ning,” says Mr. Ruff. He has been ad-
vising people to buy bags of pre-1965
U.S dimes and quarters, which are
90% silver and in limited supply.

Gold coins also are in great de-

mand. Last week, the mint sus-
pended sales of American Buffalo
24-karat gold coins because it can’t
keep up with soaring sales. Last
month, a record 14,000 bid-
ders—17% more than the previous
high—turned out for a coin-and-cur-
rency auction in Long Beach, Calif.,
that generated $35 million in sales.

Bob Sale, a Blue Bunny brand ice-
cream distributor in Colorado
Springs, Colo., says he purchased
American Eagle gold coins last week

after his 401(k) retirement
account tanked. “Holding
them in your hand is like no
other feeling,” he says.

Mark Craddock, man-
ager of Comic Book World,
in Florence, Ky., says stock-
market investors also are
turning to superheroes.
“There’s kind of a buying
frenzy” in vintage comic
books, he says.

The “Silver Age Comic
Book Pricing Index” of 32
frequently traded ’60s com-
ics, was up 14.2% in the 18
months ending in July,
while the Standard &
Poor’s 500 stock index was
down 11% in the same pe-
riod. Mark Haspel, presi-
dent of Certified Guaranty
Co. in Sarasota, Fla., which
grades comic books, often
for investors, says it’s on
track to handle 200,000
books this year, up from
150,000 in 2007.

“Spiderman is going to
be here in 20 years—he’s
not going away,” Mr.
Haspel says.

Some flock to alpacas when stocks tank
Investors find solace
in unusual options;
parking spots, bubbly

Peggy Parks invested in alpacas, which she believes
have a better outlook than most mutual funds.

The two faces of Lehman’s fall:
private talks of raising capital belied the
company’s public optimism. Pages 16-17

How to help dodge
rip-offs by résumé
writers. Page 33

Here’s another role
for mom: CFO
WSJ.com/Juggle

Stopping the nightly grind
By Melinda Beck

Does the sinking stock market
cause you to clench your jaw? Do
you wake up with a headache, sore
teeth or a sore jaw? Millions of peo-
ple clench and grind their teeth with-
out realizing it, particularly while
they’re sleeping. Both habits can es-
calate into serious pain and prob-
lems of the temporomandibular
joint (TMJ) that joins the jaw to the

skull. And they’re
worse under times
of stress.

“TMJ and Wall
Street go hand in

hand, especially lately,” says An-
thony Chillura, a longtime dentist in
New York City’s financial district.
“Some people get ulcers. Some peo-
ple get high blood pressure. Some
manifest their stress dentally.”

While many people clench or
grind their teeth (a condition
known as bruxism) from time to
time, about 10% suffer from TMJ
problems—and they can set in sud-
denly. TMJ disorder can mimic mi-
graine headaches, earaches, sinus in-

fections and tooth abscesses. It can
cause dizziness, ringing in the ears
and muscle pain that radiates down
the neck and shoulders.

In some people, the real culprit is
a misaligned bite—either from birth
or a trauma like a fall or a collision
in sports. “It’s like you’re chewing
with a limp,” says Harold Gelb, an
oral orthopedist in Manhattan who
says problems can be building for
years and flare up suddenly under
stress.

Other people clench and grind
only when they’re under stress, espe-
cially at times of change like a divorce
or financial crisis, says Andrew S.
Kaplan, another Manhattan TMJ ex-
pert and former president of the
American Academy of Orofacial Pain.
“Once they get acclimated to the new
situation, the grinding sometimes
stops.”

Much of the tension comes out at
night, when higher centers of the
brain that keep it in check during
the daytime are asleep, says Noshir
Mehta, director of the Craniofacial
Pain Center at Tufts University
School of Dental Medicine.

A clenched jaw can exert up to 135
kilograms of pressure, which can
wearteethdownandcrackthem,par-
ticularly where there are cavities or
old fillings. Over time, arthritis, in-
flammation and degenerative
changes can occur in the jaw joint.
The disc in the joint can shift and
make clicking or popping sounds. It
can also “lock” out of place, making
it impossible to open the mouth
more than a few centimeters.

All that tension also overloads
the powerful jaw muscles, making
them contract continuously and acti-
vating fibrous knots called myofas-
cial trigger points. Trigger points
produce still more tension on the
joint and refer pain to other muscles
such as the neck and shoulders.

Women have far more problems
with bruxism, possibly because the
jaw muscle bulks up in men, whereas
it becomes dysfunctional in women,
says Dr. Mehta. He notes that people
taking antidepressants are also
more prone toTMJ problems,forrea-
sons not well understood.

If you suspect that you’re brux-
ing—if you wake up with a sore jaw or

yourpartnercomplainsaboutagrind-
ing noise—it’s a good idea to check
with a dentist before it escalates.

The most common remedy is a
night guard that fits between the
teeth and makes grinding more diffi-
cult. Dr. Chillura has also made
smaller appliances that allow talk-
ing for his patients who can’t stop
clenching during the day as well.

Custom-made appliances cost
anywhere from $300 to $1,800. De-
vices that correct misaligned bites
can cost $2,500. Over-the-counter
mouthguards cost as little as $20
and are better than nothing, some
dentists say.

While night guards are generally
very effective, some people grind
right through them or remove them
intheirsleep.Dr.Mehtasaysthatmay
happen because the appliance is so
thickitcrowdsthe tongue or restricts
the airway and needs adjusting.

Once TMJ problems have set in,
anti-inflammatories or muscle relax-
ants can be helpful. Studies at Tufts
have shown that magnesium cit-
rate, 250 to 400 mg. daily, can also
help relieve the muscle tension.

Physical therapy—with mas-
sage, ultrasound or electrogalvanic
stimulation—can help relax con-
tracting muscles, and exercises can
help keep them limber.

Injections of Botox can tempo-
rarily weaken jaw muscles that are
in spasm. A trained dentist or physi-
cal therapist can relieve activated
trigger points with an injection of sa-
line or even a dry needle. Massaging
the trigger points can also keep
them from becoming active.

In rare cases, surgery may be
used to reposition the TMJ disc, but
that’s generally a last resort.

Learning some new habits can be
justas effective. Ifyou work at a com-
puter, keeping your keyboard low
and your monitor high—propped up
on phone books if necessary—will
straighten your posture and keep
your chin from jutting forward.

Avoid sleeping on your stomach,
which can strain your neck and jaw
muscles. Try reducing your stress
with exercise, yoga or meditation.

Biofeedback techniques can
teach you to deal with it differently.
In one method, electrodes are at-
tached to the patient’s jaw and the
level of muscle tension is displayed
on a computer monitor. The patient
learns relaxation techniques to
bring the level of tension down.

And try this low-tech trick as you
go about your day: Rest your tongue
on the roof of your mouth and close
your lips. That will naturally keep
your jaw open and uncontracted.

Bob Sale
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O
NLINE AUCTION
and shopping
site eBay Inc.

said it will lay off
1,000 people, or ap-
proximately 10% of its
global work force, and
take a restructuring
charge of as much as
$80 million, in an ef-

fort to make its businesses more competitive.
EBay also announced several acquisitions. It is

acquiring PayPal rival Bill Me Later Inc., a Timo-
nium, Md., online-payments company, for about
$820 million in cash and $125 million in outstand-
ing options. It also acquired Danish online-classi-
fieds site operators Den Bla Avis and Bilbasen for
approximately $390 million.

—Mylene Mangalindan

EBay to cut 1,000 jobs,
take restructuring charge

C
ONSUMER-electronics
retailer Kesa Electri-
cals PLC appointed

PPR SA executive Thierry
Falque-Pierrotin as its chief
executive, effective Jan. 5, a
month after reporting poor
sales as a result of the con-
sumer-spending slowdown.

At French luxury-goods
and retail company PPR, Mr.
Falque-Pierrotin has headed
the Redcats unit, a home-

shopping business for fashion and home décor. At
Kesa he will succeed Jean-Noël Labroue, who is re-
tiring. Shares in U.K.-based Kesa have fallen 60%
since January amid declining sales as consumers
seek out less-expensive goods or put off purchases
altogether to save money.  —Lilly Vitorovich
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WPP wins agreement to buy Taylor Nelson
Acquisition will help
ad giant branch out
into market research

By Robert A. Guth

And Jessica E. Vascellaro

The departure last week of a Face-
book Inc. co-founder highlights a cul-
tural shift that the Internet company
faces as it tries to navigate the path
from start-up to big business.

The Palo Alto, Calif., company
said Friday that Dustin Moskovitz, a
co-founder and head engineer, will
leave Facebook to start his own Inter-
net service. He will be joined by Face-
book manager Justin Rosenstein.

The two are the latest Facebook
managers—including the chief tech-
nology officer and an executive who
once served as chief operating of-
ficer—who have left the company
this year.

As some of Facebook’s earliest em-
ployees move on, its ranks are being
stacked with senior executives from
Google Inc., Yahoo Inc. and other es-
tablished technology companies.

Among the changes they have
brought are new guidelines for per-
formance reviews, new recruiting
processes and training programs.

The company also is ex-
panding overseas and re-
cently said it plans to open
an international headquar-
ters in Dublin.

Facebook is moving
through the “type of evolu-
tion you see among young
growing companies and
specifically young grow-
ing companies in Silicon
Valley,” said Larry Yu, a
Facebook spokesman.

Founded in 2004 by
Mr. Moskovitz and Face-
book Chief Executive Mark Zucker-
berg while undergraduates at Har-
vard, Facebook was part of a rise of
social-networking Web sites,
which let people host their own
Web pages, connect with other

members of the service and share
information.

Facebook’s popularity has ex-
ploded: It now has more than 100 mil-

lion users and 700 employ-
ees.

The company is trying to
tap into the growing value of
advertising dollars flowing on-
line. It has made progress:
This year Facebook’s revenue
is expected to reach $300 mil-
lion to $350 million, according
to remarks Mr. Zuckerberg
made to employees in Janu-
ary, roughly double its 2007
revenue. Much of the revenue
comes through a display-ad
sales agreement with Mi-

crosoft Corp., which has a small stake.
Facebook is trying to expand its ad-

vertising business by using informa-
tion gleaned from people who use its
site—such as what college they went
to—to tailor advertisements to them.

The pressure for the system to
succeed is heightened by expecta-
tions partially set by an investment
Microsoft made in the company in
2007, which valued Facebook at
$15 billion.

Facebook employees now want to
lock in some of that wealth for them-
selves. Brokers this year have been
pitching shares held by Facebook em-
ployees to wealthy individuals,
hedge funds and other investors, say
people familiar with the matter.

On Nov. 1, the company will begin
allowing employees to sell a portion
of their Facebook shares at the com-
pany’s internal accounting valua-
tion, currently $4 billion, say people
familiar with the plan. These people
add that the valuation could change
by the time the program starts.

The company is expected to line
up outside investors to buy the
shares and has a right of refusal to
purchase the shares themselves.

For Facebook, departures indicate evolution

By Aaron O. Patrick

London

M ARKET RESEARCHER Tay-
lor Nelson Sofres agreed
Monday to be bought by

WPP Group for £1.1 billion ($1.95 bil-
lion), in a deal that will reduce WPP’s
reliance on advertising ahead of an
expected industry downturn.

WPP Chief Executive Martin Sor-
rell has been talking for more than a

decade about steer-
ing his company
away from the vola-

tile ad market into research and
other marketing fields with more
predictable profits. But, until now,
his prolific deal making, including
the 2004 acquisition of Grey Global
Group, kept adding to advertising
operations.

On Monday, the Taylor Nelson
board reversed months of opposi-
tiontoWPP’sofferandadvisedshare-
holders to accept it. The bid, which
can be extended, closes Wednesday.
But it has already attracted 61% of
Taylor Nelson’s shares.

Sir Martin may have gotten an
edge by bidding just as the financial
crisis hit, scaring off rival buyers and
thwarting Taylor Nelson’s push for a
higher bid. “I don’t think it’s an over-
the-top price,” said Andrea Azzi-
mondi,amediaanalystatPaliInterna-
tional in London.

Taylor Nelson’s steady income
should make WPP less vulnerable to
a downturn in ad spending if the U.S.
and other big economies enter a re-
cession, analysts say. Many research
products, such as television ratings
and retail market-share data, typi-
cally continue selling well even
when advertising demand slackens.
In addition, the research industry is
growing fast in the developing
world, and global companies often
prefer to use a single research firm in
hopes of getting comparable data on
a range of countries.

Next year “is going to be a diffi-
cult year,” for the ad industry, Sir
Martin said in an interview Monday.

“In a slowdown [research] does bet-
ter, but on the upturn it is not grow-
ing quite as fast” as advertising.

Taylor Nelson also has been find-
ing new work online, using My-
Space.com and other Web sites to
gauge demand for consumer prod-
ucts like carbonated beverages. My-
Space is owned by News Corp.,

which also publishes The Wall
Street Journal.

“When the going gets tough, [in-
formation] gives comfort you are on
the right track,” said David Lowden,
Taylor Nelson’s chief executive.

Combining Taylor Nelson with
WPP’s research unit, Kantar, would
make Kantar the second-biggest

market researcher by revenue, be-
hind Nielsen, which is based in New
York and Haarlem, the Netherlands.
It would also make WPP the world’s
biggest marketing company by reve-
nue, overtaking Omnicom Group.

Taylor Nelson and Kantar, both
based in London, are a good fit geo-
graphically. Taylor Nelson is strong
in Western Europe, while Kantar’s
research division is bigger in the
U.S. Taylor Nelson has 15,000 em-
ployees; Kantar has 13,000.

WithWPP’sfinancialbacking,Tay-
lor Nelson could be better placed to
take on Nielsen. Taylor Nelson has
triedunsuccessfullyforyearstobreak
Nielsen’s dominancein the U.S. televi-
sion-ratings business. This year it be-
gan selling data about U.S. viewing
habits based on information collected
fromtheset-topboxesofsatellite-tele-
vision provider DirecTV. A Nielsen
spokesman declined to comment.

Complicating the picture, Niel-
sen and WPP work together to mea-
sure TV ratings outside the U.S.
through a jointly owned Swiss com-
pany, AGB Nielsen Media Research.

To satisfy antitrust concerns, WPP
will have to sell either its stake in AGB

Nielsen or Taylor Nelson’s European
TV-ratings business, Sir Martin said.

WPP has signed an optional
agreement to sell the Taylor Nelson
ratings business to Paris-based Ip-
sos, another big research company,
but hasn’t decided which business
it wants to get rid of, he said. WPP
will also have to sell assets in Ire-
land.

WPP, which typically operates
its acquisitions as separate units,
has forecast savings of £52 million a
year from the Taylor Nelson deal. It
plans to cut costs by combining the
two companies’ Internet panels—
panels of survey respondents re-
cruited through the Web. Such pan-
els are increasingly being used as a
fast way to poll consumers.

One of the top priorities for WPP
will be to hold on to key Taylor Nel-
son staff. Mr. Lowden, the Taylor
Nelson CEO, says he would be open
to taking a job at WPP but doesn’t
expect to be offered one. Sir Martin
said it was too early to say what
would happen to Mr. Lowden or
how many Taylor Nelson employees
would lose their jobs. “We haven’t
even got the deal done,” he added.

Kesa hires PPR executive
as downturn erodes sales

U
.K. GAS and electricity
market regulator Of-
gem said that while

some electricity customers
are overpaying there’s no ev-
idence of a supply cartel.

“Initial findings from our
energy market probe give us
grounds to demand that com-
panies end practices that
hinder customers,” Ofgem
Chief Alistair Buchanan said.

“But we have found no evidence of a cartel.”
The regulator said it was concerned with sup-

plier behavior that penalizes the 4.3 million custom-
ers without a gas supply, mainly in rural areas. Utili-
ties are charging customer higher margins on elec-
tricity supply than gas supply, Mr. Buchanan said.
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New research
By combining WPP Group’s 
Kantar and Taylor Nelson 
Sofres,  Martin Sorrell 
(right) will create the
second-largest market 
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U.K. regulator doesn’t see
evidence of power cartel
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 47.80 $26.86 –1.26 –4.48%
Alcoa AA 29.70 18.11 –1.13 –5.87%
AmExpress AXP 22.50 30.07 –0.80 –2.59%
BankAm BAC 74.50 32.22 –2.26 –6.55%
Boeing BA 11.60 51.29 –2.54 –4.72%
Caterpillar CAT 17.10 49.52 –1.69 –3.30%
Chevron CVX 23.80 76.84 –2.54 –3.20%
Citigroup C 141.70 17.41 –0.94 –5.12%
CocaCola KO 21.60 50.92 –1.65 –3.14%
Disney DIS 34.10 28.26 –1.28 –4.33%
DuPont DD 12.00 37.46 –1.34 –3.45%
ExxonMobil XOM 59.10 77.32 –0.62 –0.80%
GenElec GE 175.70 21.38 –0.19 –0.88%
GenMotor GM 18.60 8.48 –0.52 –5.78%
HewlettPk HPQ 27.20 40.95 –2.05 –4.77%
HomeDpt HD 33.00 22.82 –0.99 –4.16%
Intel INTC 104.40 16.93 –0.38 –2.20%
IBM IBM 10.40 100.62 –2.82 –2.73%
JPMorgChas JPM 57.40 44.00 –1.90 –4.14%
JohnsJohns JNJ 31.20 64.50 –1.66 –2.51%
KftFoods KFT 19.70 31.73 –1.35 –4.08%
McDonalds MCD 14.90 57.15 –3.08 –5.11%
Merck MRK 21.00 30.04 –1.74 –5.48%
Microsoft MSFT 135.20 24.91 –1.41 –5.36%
Pfizer PFE 96.80 18.94 –0.06 –0.32%
ProctGamb PG 23.80 68.58 –2.44 –3.44%
3M MMM 10.30 63.00 –1.60 –2.48%
UnitedTech UTX 12.00 52.65 –2.21 –4.03%
Verizon VZ 30.40 29.96 –1.28 –4.10%
WalMart WMT 37.70 57.90 –1.83 –3.06%

Dow Jones Industrial AverageP/E: nil
LAST: 9955.50 t 369.88, or 3.58%

YEAR TO DATE: t 3,309.32, or 24.9%

OVER 52 WEEKS t 4,088.23, or 29.1%

 Note: Price-to-earnings ratios are for trailing 12 months
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Dow Jones Stoxx 50: Monday’s best and worst…
Market value, Previous

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

Novartis Switzerland Pharmaceuticals $137.5 59.60 –2.53% –6.7% –10.7%

Tesco U.K. Food Retailers & Whlslrs 55.0 4.04 –2.86 –12.7 33.5

GlaxoSmithKline U.K. Pharmaceuticals 117.6 11.87 –3.42 –9.9 –18.2

Vodafone Grp U.K. Mobile Telecom 125.9 1.25 –3.56 –25.8 –17.0

Bayer Germany Specialty Chemicals 51.4 49.83 –3.78 –10.4 65.7

Royal Bk of Scot U.K. Banks $42.5 1.48 –20.46% –68.5 –66.7

SAP Germany Software 48.5 28.84 –16.41 –27.8 –18.9

Anglo Amer U.K. General Mining 35.2 15.11 –15.16 –53.6 –8.3

Rio Tinto U.K. General Mining 53.2 28.88 –15.01 –30.7 26.4

ArcelorMittal Luxembourg Iron & Steel 55.3 28.30 –14.85 –48.0 ...

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

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

Deutsche Telekom 66.1 11.23 –3.93% –17.8% –26.4%
Germany (Mobile Telecom)
France Telecom 69.0 19.56 –4.07 –14.9 –17.0
France (Fixed Line Telecom)
Nestle S.A. 151.4 45.30 –4.63 –11.4 20.2
Switzerland (Food Products)
BASF 40.5 31.70 –4.69 –34.7 ...
Germany (Commodity Chemicals)
Astrazeneca 61.3 24.32 –4.81 –5.3 –11.6
U.K. (Pharmaceuticals)
Assicurazioni Gen 41.2 21.65 –4.84 –30.1 –6.9
Italy (Full Line Insurance)
HSBC Hldgs 183.9 8.82 –4.93 –6.6 –2.6
U.K. (Banks)
Roche Hldg Part. Cert. 105.4 171.90 –5.08 –18.9 –6.6
Switzerland (Pharmaceuticals)
Banco Bilbao Viz 59.0 11.66 –5.20 –32.4 –19.1
Spain (Banks)
BNP Paribas S.A. 83.1 67.50 –5.39 –17.5 7.6
France (Banks)
Unilever 44.7 19.30 –5.55 –11.0 –0.8
Netherlands (Food Products)
Telefonica S.A. 104.0 16.38 –5.59 –14.8 18.9
Spain (Fixed Line Telecom)
UniCredit 52.2 2.90 –5.92 –53.9 –36.4
Italy (Banks)
Banco Santander 92.7 10.98 –6.07 –20.8 1.4
Spain (Banks)
Nokia 62.6 12.21 –6.29 –52.4 –12.0
Finland (Telecom Equipment)
British Amer Tob 63.5 18.10 –6.31 7.7 54.8
U.K. (Tobacco)
L.M. Ericsson Tel B 22.1 53.50 –7.28 –59.5 –61.8
Sweden (Telecom Equipment)
E.ON 88.3 32.68 –7.45 –24.1 32.3
Germany (Multiutilities)
Iberdrola S.A. 45.8 6.79 –7.62 158.4 17.5
Spain (Conventional Electricity)
Sanofi-Aventis S.A. 81.0 45.66 –7.89 –26.6 –34.6
France (Pharmaceuticals)

BP 154.0 4.30 –8.12% –24.5% –31.9%
U.K. (Integrated Oil & Gas)
Royal Dutch Shll 92.1 19.24 –8.16 –31.7 –25.7
U.K. (Integrated Oil & Gas)

Sources: Dow Jones Indexes; WSJ Market Data Group

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, Australia
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

UBS $150 11.1% 40% 6% 48% 5%

Macquarie Group 122 9.0% 50% 3% 47% …%

Goldman Sachs 119 8.8% 64% 9% 20% 7%

Deutsche Bank 86 6.4% 57% 6% 33% 5%

Citi 70 5.2% 25% 21% 42% 12%

RBS 60 4.4% 47% 23% 9% 21%

JPMorgan 58 4.3% 65% 20% 14% 1%

Merrill Lynch 48 3.5% 56% 21% 23% …%

Westpac 47 3.5% 11% 38% …% 50%

Source: Dealogic

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

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

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

Cr Suisse Group 107 –23 –31 13 Fiat 318 20 65 72

Barclays Bank 222 –23 12 83 Seat Pagine Gialle 1287 26 8 284

Dexia Cr Loc 410 –14 –58 185 Siemens 153 28 46 82

Lloyds TSB Bank 159 –13 –29 60 Hammerson 453 29 56 120

Bk of Scotland 282 –11 –8 48 Grohe Hldg 1005 30 79 90

Royal Bk Scotland  271 –11 55 140 Casino Guichard Perrachon 200 36 45 52

BNP Paribas 67 –10 –22 –3 Alcatel Lucent 790 37 128 273

ABN AMRO Bk  162 –9 3 72 Heineken 184 45 49 72

Dresdner Bk  122 –9 17 32 HeidelbergCement 528 50 108 164

Societe Generale 102 –8 –28 4 Thomson 724 84 136 144

Source: Markit Group

Latest,
Market value, in local STOCK PERFORMANCE

Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

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 -5.49% -13.91% -17.4% -21.9% -21.8%
Merger Arbitrage -2.02% -5.45% -3.9% -3.9% -3.2%
Event Driven -3.86% -7.36% -8.7% -9.6% -10.5%
Distressed Securities -3.50% -10.42% -12.2% -17.2% -19.3%
Equity Market Neutral 0.15% -1.07% -5.5% -4.1% -2.3%
Equity Long/Short -3.84% -7.86% -11.4% -10.7% -7.9%

*Estimates as of 10/02/08, 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 1.25 99.77% 0.01% 1.32 1.18 1.24

Eur. High Volatility: 10/1 2.38 99.22 0.02 2.51 2.16 2.32

Europe Crossover: 10/1 6.07 98.25 0.06 6.16 5.74 5.89

Asia ex-Japan IG: 10/1 2.39 98.31 0.02 2.62 1.99 2.26

Japan: 10/1 1.78 98.66 0.02 1.94 1.58 1.72

 Note: Data as of October 3

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

In percentage points
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BLUE CHIPS & BONDS

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

CHRONOMAT
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Credit crunch squeezes small oil companies
Firms sell assets,
consider merging
to finance drilling

Discounts lure few takers in U.S.

By Guy Chazan

The stress in global credit mar-
kets is forcing some smaller Euro-
pean oil companies to sell assets and
renegotiate debt, while turning the
weakest into acquisition targets for
bigger rivals.

Most at risk are small outfits fo-
cused on exploration and production
that urgently need cash to keep drill-
ing. Even a few months ago, these
companies had no trouble borrow-
ing money and selling stock to fi-
nance operations, based solely on
the value of their reserves. But with
access to capital drying up, their
funding opportunities are dwindling
rapidly.

“Smaller oil companies will feel
the crunch,” said Aidan Heavey, head
of Tullow Oil PLC, a midsize oil com-
pany based in London. “There’s go-

ing to be a big shakeout.”
The squeeze comes amid a broad

selloff of shares in global oil compa-
nies as the world economy’s outlook
darkens. A steep fall in oil prices is
driving the decline. Since peaking at
$145 a barrel in July, U.S. benchmark
crude has fallen 39% to $87.81 Mon-
day. European integrated oil majors,
such as Royal Dutch Shell PLC and
Total SA, have seen their share
prices fall an average of 25% over
that time.

But at least the majors, with
strong revenues from operations
and significant amounts of cash on
their balance sheets, are more or less
immune to the chaos in capital mar-
kets. Highly leveraged independents
are much more vulnerable—espe-
cially heavily-indebted ones that
have tended to outspend their cash
flow—and have seen a much steeper
selloff in their shares. Over the past
three months, shares of exploration
and production companies trading
on the AIM, the U.K. market for small
or high-risk companies, have tum-
bled 50%.

There are already signs that this

could lead to consolidation as small
competitors are gobbled up, often by
state-run companies from Asia.
ONGC Videsh Ltd. of India is buying
London-listed Imperial Energy
Corp., whose assets are in Russia.
China Petroleum & Chemical Corp,
better known as Sinopec, is acquir-
ing Tanganyika Oil Ltd., which oper-
ates in Syria.

Smaller companies also are bulk-
ing up. Last week, London-based
Salamander Energy PLC proposed a
takeover of Serica Energy PLC,
which is focused on Western Europe
and South East Asia. And last month
Victoria Oil & Gas PLC, London, said
it was in discussions to acquire Bram-
lin Ltd., which operates in Indonesia,
Africa and South America.

Not all small and midsize oil com-
panies are experiencing financial dif-
ficulties. “It’s a case of haves and
have-nots,” says Simon Lockett,
chief executive of London-based Pre-
mier Oil PLC. He says Premier has
most of the cash and financing in
place for its exploration and produc-
tion needs over the next three years.
But other companies that raised

money on the AIM “were undercapi-
talized and will have problems over
the next couple of years,” he says.

Tullow’s Mr. Heavey says his com-
pany also isn’t affected by the credit
crunch. Last year it tidied up its bal-
ance sheet, selling off some assets
for $1.2 billion and clearing all the
company’s debt. Tullow is finalizing
a $2 billion long-term credit facility
but is “in a position where we can
carry out all our major projects with-
out banks,” Mr. Heavey said. “We
have good strong cash flow and no
debt.”

But those in a weaker position are
having to sell assets or find partners
for their most promising projects to
get the cash infusions they need.
That will create opportunities for ma-
jors that want to rebalance their port-
folios by entering new countries.
“Companies will sell down and that’s
good news for the asset market,”
says Premier’s Mr. Lockett. “The ca-
veat is that the industry has really
struggled to get deals done because
of the volatility of the oil price.”

Among those divesting is London-
based Sterling Energy PLC, which re-

cently was forced to raise funds to
meet bank requirements by placing
new shares and farming out a slice of
its oil field in Iraqi Kurdistan to rival
Addax. It also entered into an agree-
ment to sell its U.S. assets.

Urals Energy OOO, a heavily in-
debted Russian oil producer, con-
firmed last week that it was looking
for a partner for its Siberian produc-
tion unit, after a Russian newspaper
said it was in talks with Shell on sell-
ing a stake. Shell denied the report.

Oilexco Inc., a small oil-and-gas
company that operates in the North
Sea, lowered its 2008 production tar-
gets and said it was having difficulty
raising its credit lines to $1 billion
from $700 million, citing the “un-
precedented liquidity and volatility
issues facing the credit markets.”

Others have been forced to re-
duce their exploration budgets and
shelve expansion plans. Connacher
Oil & Gas Ltd., based in Calgary, Al-
berta, said it was postponing plans
to expand capacity at its refinery in
Great Falls, Mont., citing uncertainty
in the capital and credit markets.

By Jennifer Saranow

And Rachel Dodes

As the financial crisis spread last
month, some U.S. retailers hit the
panic button, offering more gener-
ous discounts than they did at this
time last year.

But the promotions did little to
persuade cautious shoppers to open
their wallets. When they report Sep-
tember sales this week, many retail
chains are expected to show big
drops in sales at stores open at least
year, a key measure of retail perform-
ance, according to analysts polled by
Thomson Reuters.

That augurs poorly for the com-
ing holiday season, which some pre-
dict will be the worst for retailers
since 1991. Even before the most re-
cent financial turmoil, retailers had
been planning conservatively for in-
ventory and seasonal hiring. But Sep-
tember’s performance could mean
even more inventory cutbacks in
coming months as retailers try to pre-
serve their margins.

A wild card is whether U.S. Con-
gress’s passage of a financial bailout
plan boosts consumer confidence in
the months ahead.

In September, same-store sales
overall are expected to rise an aver-
age 1.9%, according to analysts
polled by Thomson Reuters. That
number is buoyed by Wal-Mart
Stores Inc., which analysts expect to
post a gain of 2.8%, and discount
membership clubs Costco Whole-
sale Corp. and BJ’s Wholesale Club
Inc., which are expected to post large
gains.

Department stores are expected
to post the worst showing, with same-
store sales falling an average of 6.1%,
Thomson Reuters said.

The numbers don’t include results
at Macy’s Inc., the Cincinnati-based
department-store chain, because the
company stopped reporting monthly
sales.

But Michael Gould, chief execu-
tive of Macy’s upscale Bloom-
ingdale’s chain, said in an interview:
“Let’s be honest. The business is diffi-
cult.”

Spending on apparel and other
discretionary items, however, ap-
pears to have declined more last

month than it did during the sum-
mer, according to MasterCard Spend-
ingPulse, a MasterCard Inc. data ser-
vice that tracks spending of all types
and is set to release September fig-
ures this week.

The problem for many retailers is
that shoppers balked in the second
half of the month as the daily drum-
beat of bad news from Wall Street
and Washington gripped consumers.

“I feel guiltier shopping in this en-
vironment,” said Charlotte Houghtel-
ing, a 28-year-old New York attorney
who is spending less freely as a result
of the credit-market woes.

Some consumers are becoming
hardened to retail claims of “last

chance” and “final sale.” Katie Ertel,
30, a La Jolla, Calif., counselor, said
she has begun to tune out. “Every
week it’s the same ‘last minute sale.’
Eventually it’s like ‘Ha, ha. You are
not getting me this time,’ ” Ms. Ertel
said.

The increased discounting
doesn’t seem to be luring consumers
to stores. ShopperTrak RCT Corp.,
which tracks retail sales and traffic,
estimates that shopper visits to U.S.
retail stores and enclosed malls was
down about 9.2% last month com-
pared with 2007.

In late September, retailers usu-
ally try to sell their fall merchandise
at full price. But after the bankruptcy-
protection filing by Lehman Broth-
ers Holdings Inc. Sept. 15 and the
$85 billion bailout of American Inter-
national Group Inc., stores stepped
up their promotions in an effort to at-
tract shoppers.

“We started seeing email messag-
ing around sales and special values
very quickly” after the news hit, said
Wendy Liebmann, chief executive of-
ficer of New York consulting firm
WSL Strategic Retail.

AnnTaylor Stores Corp. began
touting an “unprecedented” sale
with discounts of as much as 60%,
which a spokeswoman attributed to
this year’s “significantly different re-
tail environment.”

Gap Inc.’s namesake chain and its
Banana Republic stores advertised
discounts of as much as 40%. A
spokeswoman called the markdowns
“incremental promotions versus last
year.”

By the end of the month, some re-
tailers resorted to citing the crisis di-
rectly. Posters at Steven Madden
Ltd. footwear stores, for example, de-
picted a declining stock chart and im-
plored shoppers to “Sell Stocks, Buy
Shoes.” To sweeten the offer, the com-
pany knocked 20% off all products. A
spokeswoman declined to comment.

Restoration Hardware Inc.,
meanwhile, sent out a blast email
Thursday saying it “unanimously ap-
proves [the] bailout bill” and offer-
ing $100 off purchases of $400 or
more at the home-furnishings chain.

J.C. Penney Co., Plano, Texas,
took a different tack, moving up an
additional 50% off promotion to last
Wednesday from its originally sched-
uled start date of this week. And J.
Crew Group Inc. on Wednesday sent
out emails declaring it “just added
new styles to our final sale.” The mis-
sive followed a Sept. 27 email adver-
tising an “extra 20% off” in a “final
sale.” A spokeswoman declined to
comment.

Wal-Mart is already cutting
prices for the holiday season, saying
last week it had cut prices to $10 on
10 popular toys.

Target Corp., Minneapolis, also is
emphasizing value more than in the
past. “Since 1994, we’ve had the
brand promise ‘Expect more. Pay
less,’ ” said a spokeswoman. “Now
we are focusing more on the ‘Pay
less’ side of that promise.”

Prices may have to go even lower
to get consumers interested again.
At Costco, where sales of nondiscre-
tionary items such as food and gaso-
line have increased and consumers
have cut back on discretionary pur-
chases of furniture, apparel and elec-
tronics, Chief Financial Officer Rich-
ard A. Galanti said last week, that if a
purchase “can be put off, it will be put
off.”

CORPORATE NEWS

‘I feel guiltier
shopping in this
environment,’ says
an attorney.

Registrations for the European Business Awards 2009 are now
open. Companies of any size representing all sectors and all
countries of the European Union are invited to compete for
Europe’s top business accolade.

REGISTER NOW!
The Awards Categories are:
The RSM International Entrepreneur of theYear Award
The Business of theYear Award
The Business Leader of theYear Award
The Business Innovation of theYear Award
The Atradius Growth Strategy of theYear Award
The Award for Customer Focus
The Award for Corporate Sustainability
The Infosys ICT Effectiveness Award
The Employer of theYear Award
The Environmental Awareness Award
The Marketing Strategy of theYear

NEED MORE INFORMATION?
Contact our EntriesTeam on +44 (0) 207 234 3535 or Email
info@businessawardseurope.com
or to download a Registration Form visit our website
www.businessawardseurope.com

Every successful business has
something to shout about..

Proudly Sponsored by: European Media Partner:
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Currencies London close on Oct. 6 Per In
AMERICAS Per euro In euros U.S. dollar U.S. dollars

Argentina peso-a 4.2724 0.2341 3.1650 0.3160

Brazil real 2.9188 0.3426 2.1623 0.4625
Canada dollar 1.4947 0.6690 1.1073 0.9031

1-mo. forward 1.4941 0.6693 1.1068 0.9035
3-mos. forward 1.4918 0.6703 1.1051 0.9049
6-mos. forward 1.4912 0.6706 1.1046 0.9053

Chile peso 802.45 0.001246 594.45 0.001682
Colombia peso 3051.18 0.0003277 2260.30 0.0004424

Ecuador US dollar-f 1.3499 0.7408 1 1
Mexico peso-a 15.7898 0.0633 11.6970 0.0855
Peru sol 4.0484 0.2470 2.9990 0.3334
Uruguay peso-e 28.685 0.0349 21.250 0.0471
U.S. dollar 1.3499 0.7408 1 1
Venezuela bolivar 2898.64 0.000345 2147.30 0.000466
ASIA-PACIFIC
Australia dollar 1.8839 0.5308 1.3956 0.7166
China yuan 9.2372 0.1083 6.8429 0.1461
Hong Kong dollar 10.4899 0.0953 7.7709 0.1287
India rupee 64.350 0.0155 47.670 0.0210
Indonesia rupiah 12946 0.0000773 9590 0.0001043
Japan yen 136.74 0.007313 101.30 0.009872

1-mo. forward 136.30 0.007337 100.97 0.009904
3-mos. forward 135.43 0.007384 100.32 0.009968
6-mos. forward 134.61 0.007429 99.72 0.010029

Malaysia ringgit-c 4.7078 0.2124 3.4875 0.2867
New Zealand dollar 2.1383 0.4677 1.5840 0.6313
Pakistan rupee 105.225 0.0095 77.950 0.0128
Philippines peso 63.850 0.0157 47.300 0.0211
Singapore dollar 1.9837 0.5041 1.4696 0.6805
South Korea won 1713.02 0.0005838 1269.00 0.0007880
Taiwan dollar 43.649 0.02291 32.335 0.03093
Thailand baht 46.470 0.02152 34.425 0.02905
EUROPE
Euro zone euro 1 1 0.7408 1.3499

1-mo. forward 0.9997 1.0003 0.7405 1.3504
3-mos. forward 0.9999 1.0001 0.7407 1.3501
6-mos. forward 1.0017 0.9983 0.7421 1.3476

Czech Rep. koruna-b 24.799 0.0403 18.371 0.0544
Denmark krone 7.4610 0.1340 5.5271 0.1809
Hungary forint 249.95 0.004001 185.17 0.005401
Malta lira 0.3954 2.5289 0.2929 3.4137
Norway krone 8.4340 0.1186 6.2479 0.1601
Poland zloty 3.4605 0.2890 2.5635 0.3901
Russia ruble-d 35.449 0.02821 26.261 0.03808
Slovak Rep. koruna 30.3808 0.03292 22.5060 0.04443
Sweden krona 9.7619 0.1024 7.2316 0.1383
Switzerland franc 1.5473 0.6463 1.1462 0.8724

1-mo. forward 1.5449 0.6473 1.1444 0.8738
3-mos. forward 1.5405 0.6491 1.1412 0.8763
6-mos. forward 1.5383 0.6501 1.1395 0.8776

Turkey lira 1.8581 0.5382 1.3765 0.7265
U.K. pound 0.7774 1.2863 0.5759 1.7364

1-mo. forward 0.7777 1.2858 0.5762 1.7357
3-mos. forward 0.7788 1.2841 0.5769 1.7334
6-mos. forward 0.7829 1.2773 0.5800 1.7243

MIDDLE EAST/AFRICA
Bahrain dinar 0.5090 1.9647 0.3771 2.6521
Egypt pound-a 7.3597 0.1359 5.4520 0.1834
Israel shekel 4.7193 0.2119 3.4960 0.2860
Jordan dinar 0.9564 1.0456 0.7085 1.4114
Kuwait dinar 0.3616 2.7656 0.2679 3.7333
Lebanon pound 2034.97 0.0004914 1507.50 0.0006634
Saudi Arabia riyal 5.0771 0.1970 3.7611 0.2659
South Africa rand 12.0236 0.0832 8.9070 0.1123
United Arab dirham 4.9590 0.2017 3.6736 0.2722
SDR -f 0.8847 1.1303 0.6554 1.5258

Add a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Cen-
tral Bank rate f-Special Drawing Rights from the International Monetary Fund ; based on ex-
change 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.

Dow Jones and Dow Jones Stoxx Indexes

3.16% 11 World -a %% 197.50 –7.26% –37.1% 4.63% 15 U.S. Select Dividend -b %% 703.33 –3.79% –24.3%

3.06% 11 Stoxx Global 1800 195.00 –4.23% –33.0% 196.58 –6.37% –35.7% 4.15% 15 Infrastructure 1454.00 –1.28% –23.1% 1880.31 –3.02% –25.9%

3.77% 11 Stoxx 600 241.50 –7.62% –37.4% 243.48 –9.69% –39.9% 2.09% 9 Luxury 723.90 –2.90% –42.3% 832.41 –4.62% –44.4%

3.88% 10 Stoxx Large 200 262.80 –7.67% –36.5% 263.50 –9.74% –39.0% 1.92% 11 BRIC 50 308.40 –5.72% –42.6% 398.81 –7.39% –44.6%

3.09% 11 Stoxx Mid 200 205.50 –7.46% –41.3% 206.06 –9.53% –43.6% 5.63% 5 Africa 50 791.80 –2.18% –27.3% 681.64 –3.91% –29.9%

3.47% 10 Stoxx Small 200 130.50 –7.14% –42.4% 130.78 –9.21% –44.7% 6.61% 8 GCC 40 799.60 –3.83% –18.0% 685.11 –5.98% –21.3%

3.79% 10 Euro Stoxx 264.10 –7.92% –38.3% 266.25 –9.98% –40.8% 3.75% 10 Sustainability 808.80 –4.30% –33.0% 924.95 –6.11% –35.5%

3.87% 10 Euro Stoxx Large 200 285.20 –7.94% –38.0% 285.74 –10.00% –40.5% 2.51% 12 Islamic Market -a %% 1626.77 –7.26% –33.7%

3.31% 11 Euro Stoxx Mid 200 231.30 –7.91% –39.3% 231.61 –9.97% –41.8% 2.81% 11 Islamic Market 100 1635.40 –2.40% –25.4% 1895.83 –4.25% –28.2%

3.55% 10 Euro Stoxx Small 200 142.80 –7.59% –40.5% 142.95 –9.65% –42.9% 6.34% 6 Islamic Turkey -c 2048.80 –8.30% –31.7% % %

9.20% 7 Stoxx Select Dividend 30 1587.10 –7.83% –50.6% 1833.46 –9.89% –52.6% 2.35% 16 Wilshire 5000 %% 10672.65 –4.05% –31.9%

6.29% 7 Euro Stoxx Select Div 30 1815.10 –9.63% –46.9% 2104.97–11.65% –49.1% % DJ-AIG Commodity 155.20 –2.11% –7.9% 152.19 –4.29% –11.6%

*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

MSCI indexes
Developed and emerging-market regional and country indexesfrom MSCI Barra
as of October 3, 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* 283.27 –0.45% –29.8% –31.2%

3.20% 13 World (Developed Markets) 1,138.67 –0.24% –28.3% –30.3%

2.90% 14 World ex-EMU 132.25 –0.80% –26.9% –29.6%

3.00% 14 World ex-UK 1,128.90 –0.63% –28.0% –29.9%

4.10% 10 EAFE 1,545.35 1.10% –31.4% –32.8%

3.20% 10 Emerging Markets (EM) 741.73 –2.34% –40.5% –38.4%

4.70% 9 EUROPE 91.40 2.91% –28.3% –30.8%

4.90% 9 EMU 182.37 2.76% –34.8% –33.7%

4.50% 10 Europe ex-UK 99.34 2.76% –28.8% –30.5%

6.30% 8 Europe Value 105.96 4.10% –30.1% –33.9%

3.10% 12 Europe Growth 76.72 1.74% –26.6% –27.7%

4.00% 10 Europe Small Cap 143.71 0.08% –33.2% –38.2%

3.00% 7 EM Europe 268.58 –4.56% –44.2% –38.9%

5.20% 8 UK 1,480.47 2.30% –22.9% –23.5%

4.40% 10 Nordic Countries 133.16 3.29% –35.4% –40.8%

2.10% 6 Russia 703.63 –6.36% –53.2% –45.2%

4.00% 12 South Africa 583.28 –1.03% –18.2% –18.3%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 319.33 –1.50% –39.7% –40.2%

2.20% 14 Japan 657.95 –2.83% –30.0% –36.2%

2.80% 11 China 45.77 –3.19% –46.4% –48.2%

1.30% 14 India 493.52 –4.12% –42.3% –29.7%

2.20% 10 Korea 391.21 0.00% –24.3% –26.2%

6.50% 10 Taiwan 222.22 0.50% –33.5% –38.9%

2.30% 18 US BROAD MARKET 1,199.67 –1.56% –24.8% –27.6%

1.70% 36 US Small Cap 1,560.22 –2.68% –21.4% –25.6%

2.70% 11 EM LATIN AMERICA 2,807.43 –3.60% –36.2% –32.2%

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

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

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 424.00 –30.00 –6.61% 799.25 258.50
Soybeans (cents/bu.) CBOT 922.00 –70.00 –7.06 1,636.75 622.00
Wheat (cents/bu.) CBOT 595.25 –45.00 –7.03 1,284.25 430.00
Live cattle (cents/lb.) CME 94.775 –3.000 –3.07 115.325 94.775
Cocoa ($/ton) ICE-US 2,400 –69 –2.79 3,273 1,845
Coffee (cents/lb.) ICE-US 114.50 –7.55 –6.19 178.90 112.95
Sugar (cents/lb.) ICE-US 11.79 –0.82 –6.50 15.85 9.89
Cotton (cents/lb.) ICE-US 54.41 –3.00 –5.23 98.45 54.41
Crude palm oil (ringgit/ton) MDEX 1,820.00 –180 –9.00 3,665 1,775
Cocoa (pounds/ton) LIFFE 1,421 –15 –1.04 1,706 979
Robusta coffee ($/ton) LIFFE 1,862 –113 –5.72 2,747 1,711

Copper (cents/lb.) COMEX 249.30 –19.70 –7.32 404.50 220.00

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

Gold ($/troy oz.) COMEX 866.20 33.00 3.96% 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1128.50 –4.00 –0.35 2,155.00 601.00
Aluminum ($/ton) LME 2,254.00 –46.00 –2.00 3,340.00 2,254.00
Tin ($/ton) LME 16,700.00 –155.00 –0.92 25,450 14,545
Copper ($/ton) LME 5,610.00 –270.00 –4.59 8,811.00 5,610.00
Lead ($/ton) LME 1,635.00 –70.00 –4.11 3,875.00 1,564.00
Zinc ($/ton) LME 1,544.00 –35.00 –2.22 3,169.50 1,544.00
Nickel ($/ton) LME 14,500 –875 –5.69 34,050 14,500

Crude oil ($/bbl.) NYMEX 87.81 –6.07 –6.47 148.47 57.75
Heating oil ($/gal.) NYMEX 2.4740 –0.1880 –7.06 4.2500 1.9895
RBOB gasoline ($/gal.) NYMEX 2.0591 –0.1692 –7.59 3.5475 1.9605
Natural gas ($/mmBtu) NYMEX 6.835 –0.523 –7.11 13.998 4.750
Brent crude ($/bbl.) ICE-EU 91.59 unch. unch. 150.12 54.51
Gas oil ($/ton) ICE-EU 823.75 –51.25 –5.86 1,357.50 739.00

Source: Thomson Reuters; WSJ Market Data Group

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 600 241.50 –19.93 –7.62% –33.8% –37.4%

 11 DJ Stoxx 50 2522.79 –203.88 –7.48 –31.5% –35.1%

 10 Euro Zone DJ Euro Stoxx 264.09 –22.71 –7.92 –36.3% –38.3%

 9 DJ Euro Stoxx 50 2868.97 –244.85 –7.86 –34.8% –35.3%

 8 Austria ATX 2585.13 –231.42 –8.22 –42.7% –46.0%

 9 Belgium Bel-20 2567.59 –189.42 –6.87 –37.8% –42.4%

 11 Czech Republic PX 1102.9 –101.9 –8.46 –39.2% –41.8%

 12 Denmark OMX Copenhagen 291.22 –35.63 –10.90 –35.1% –39.9%

 9 Finland OMX Helsinki 6412.69 –528.81 –7.62 –44.7% –46.8%

 10 France CAC-40 3711.98 –368.77 –9.04 –33.9% –36.3%

 12 Germany DAX 5387.01 –410.02 –7.07 –33.2% –32.4%

 … Hungary BUX 17991.02 –1083.24 –5.68 –31.4% –35.5%

 3 Ireland ISEQ 3552.90 –390.76 –9.91 –48.8% –57.9%

 8 Italy S&P/MIB 23776 –2135 –8.24 –38.3% –41.6%

 6 Netherlands AEX 312.56 –31.46 –9.14 –39.4% –42.7%

 7 Norway All-Shares 331.54 –32.14 –8.84 –41.8% –41.1%

 17 Poland WIG 34832.29 –1997.98 –5.42 –37.4% –43.6%

 10 Portugal PSI 20 6954.87 –760.65 –9.86 –46.6% –45.0%

 … Russia RTSI 866.39 –204.59 –19.10% –62.2% –59.3%

 10 Spain IBEX 35 10726.0 –692.5 –6.06 –29.4% –27.6%

 15 Sweden OMX Stockholm 230.11 –17.63 –7.12 –34.6% –42.7%

 13 Switzerland SMI 6458.72 –421.10 –6.12 –23.9% –29.0%

 … Turkey ISE National 100 31574.74 –2978.26 –8.62 –43.1% –43.9%

 9 U.K. FTSE 100 4589.19 –391.06 –7.85 –28.9% –29.8%

 11 ASIA-PACIFIC DJ Asia-Pacific 103.83 –4.00 –3.71 –34.3% –38.0%

 … Australia SPX/ASX 200 4540.4 –155.0 –3.30 –28.4% –31.8%

 … China CBN 600 16925.86 –855.11 –4.81 –59.1% –61.0%

 11 Hong Kong Hang Seng 16803.76 –878.64 –4.97 –39.6% –39.5%

 14 India Sensex 11801.70 –724.62 –5.78 –41.8% –32.5%

 … Japan Nikkei Stock Average 10473.09 –465.05 –4.25 –31.6% –38.6%

 … Singapore Straits Times 2168.32 –128.80 –5.61 –37.4% –42.5%

 11 South Korea Kospi 1358.75 –60.90 –4.29 –28.4% –32.5%

 13 AMERICAS DJ Americas 259.21 –20.01 –7.17 –31.2% –34.5%

 … Brazil Bovespa 39465.83 –5051.49 –11.35 –38.2% –36.8%

 11 Mexico IPC 21345.47 –1644.03 –7.15 –27.7% –32.9%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 3:00 p.m. ET.

 Sources: Thomson Reuters; WSJ Market Data Group

GLOBAL MARKETS LINEUP

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

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.

30 TUESDAY, OCTOBER 7, 2008 T H E WA L L ST R E ET JOU R NA L .



India gears up for huge role in small cars
Exports seen surging
to half million units
within three years

Phillips auction house
sells stake to Mercury

U.S. steel buyers get price break

By Eric Bellman

MUMBAI—India is becoming a
small-car manufacturing hub for
some of the world’s biggest auto
makers.

Annual passenger-car exports
from India have jumped fivefold in
the past five years. Industry ana-
lysts predict exports over the next
three years will surge nearly 300%
to more than half a million vehi-
cles a year.

India’s homegrown auto innova-
tion—Tata Motors Ltd.’s $2,500
Nano minicar—has attracted glo-
bal attention, but the export wave
consists mainly of small cars built
in local plants by Japanese and
South Korean car makers, includ-
ing Suzuki Motor Corp., Hyundai
Motor Co. and Nissan Motor Co.

In late September, India’s big-
gest car exporter, Hyundai, added
a midnight shift at its southern In-
dia plant to boost production 40%
and meet booming demand for its
i10 minicar abroad. Both Hyundai
and Suzuki unveiled subcompacts
at the Paris auto show, targeting
consumers in Europe, their main
market for made-in-India exports.

“Right now, India has every-
thing—the local market, the quality
and the companies,” says Shohei
Kimura, managing director of Nis-
san Motor India, who moved to In-
dia last month to start building Nis-
san’s capacity here to 200,000 units
annually over the next three years.

A rising tide of exports will cre-
ate much needed Indian jobs. Un-
like China and many other Asian na-

tions, India’s economic growth has
been powered not by manufac-
tured exports but by its service sec-
tor and local consumption. To con-
tinue the strong expansion—which
has averaged more than 8.5% a
year for the past five years—and to
absorb millions of new workers, In-
dia needs more manufacturing.

Despite the rapid growth, India
is still a relatively small player in
auto exports, shipping about
200,000 cars in 2007, most of them
minis and subcompacts. Japan, by
contrast, exports about five mil-
lion cars a year, and South Korea
about three million.

Not all big auto makers are rush-
ing to export from India either.
Honda Motor Co., which inaugu-
rated the first phase of a new plant
in India in late September, is delay-
ing full-scale operations there by
six months, citing concern about
its car sales in India. The company
also says it hasn’t yet decided
whether to make India a major ex-
port hub.

Politics can also derail big plans
in India. Tata Motors last week de-
cided to pull out of a new factory
near Kolkata that was supposed to
produce the snub-nosed Nano. It
gave up on the site in response to
violent protests demanding the re-
turn of part of the facilities’ land to
farmers. Full-scale production and
export of the Nano will be delayed,
analysts say, as Tata shifts produc-
tion elsewhere.

Korean car maker Hyundai is at
the forefront of the export drive, a
position it earned by committing
early to make cars in a then-un-
promising market. When it began
production 10 years ago, local con-
sumers were purchasing only
about 300,000 cars a year, despite
the country’s population of almost
one billion.

At the time, most foreign com-
panies couldn’t count on much
help from either the central govern-
ment or local bureaucrats, who
were often suspicious of overseas
investors. Moreover, a decrepit

transportation infrastructure and
iffy power supplies often made it
tough to keep factories running.

But Hyundai Motor India Ltd.
started producing cheap subcom-
pacts at a new plant with capacity
of about 100,000 units a year near
the southern city of Chennai. Hyun-
dai trained most of the workers
from scratch, often giving them
two years of on-the-job training be-
fore hiring them full time.

Hyundai’s timing turned out to
be right. An emerging Indian mid-
dle class wanted an affordable car
to squeeze the family into, and the
$6,000 Hyundai Santro fit the bill.
Soon the car was selling well, but
Hyundai needed even more sales to
soak up its excess capacity and
keep costs low.

“That is why exports become
not just a viable option but a neces-
sary option” for anyone that wants
to remain competitive in the In-
dian market, says Ashok Jha, the
New Delhi-based president of
Hyundai Motor India.

By 2004, Hyundai was India’s
biggest car exporter, selling
70,000 India-made cars a year over-
seas to more than 70 countries. To-
day, Mr. Jha says, Hyundai’s small-
est cars—the Santro and the
i10—are produced only in India
and exported mostly to Europe.

The company has boosted pro-
duction in India to about 500,000
cars this year and plans to raise
that to almost 650,000 next year. It
plans to export about half the cars,
up from about one-third now, as ris-
ing interest rates squeeze domes-
tic demand and higher gasoline
prices heighten the appeal of small
cars abroad. The company is also
studying the U.S. market as a possi-
ble target for its India-made cars.

“Our factories are producing
the highest quality cars,” Mr. Jha
says. “As others have realized In-
dia’s potential, they are all setting
up here,” he adds.

Indeed, so-called Little Detroits
have sprouted outside Chennai and
Pune, near Mumbai, where regula-
tory barriers have been lowered—
along with tax rates and the cost of
land and power for big factories.

Other manufacturers also plan
to step up exports. Suzuki ex-
ported about 50,000 cars last year
and hopes to increase foreign sales
to 200,000 units in the next two
years. When Nissan raises its out-
put to more than 200,000 vehicles
a year, about half will be exported,
the company says.

“Previously, India was not
taken into account by car compa-
nies, but now [it] has become the
focus” as a market and a manufac-
turing base, says Paul Blokland, di-
rector at Segment Y, an emerging-
market automotive consultancy in
Goa.
 —John Murphy

contributed to this article.
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production in India to about
500,000 cars this year.

By Kelly Crow

In a deal likely to rattle the glo-
bal art market, a Russian retailing gi-
ant has bought a majority stake in
Phillips de Pury & Co., the world’s
third-largest auction house.

The transfer of ownership to Mos-
cow-based Mercury Group gives Lon-
don-based Phillips deep pockets to
fund its events and financial arrange-
ments with sellers and buyers of con-
temporary art. Phillips is the first
company in years to threaten the
duopoly of auction houses Sotheby’s
and Christie’s International.

The sale also raises the art-world
profile of Mercury’s chief executive,
Leonid Friedland, who is best-known
for creating a high-end mall outside
Moscow and is little-known in the
art world. Simon de Pury will remain
chairman and continue to manage
the firm’s art-related matters, includ-
ing a possible plan to open a perma-
nent salesroom in Moscow. Terms of
the deal weren’t disclosed.

Phillips’s new owner could help
the auctioneer ride out leaner years.
The company went from $95 million
in art sales four years ago to $308 mil-
lion last year, largely by positioning it-
self as the auction world’s hip upstart.
By offering lucrative terms to sellers
and specializing in newcomer artists
from Russia and China, Phillips was in-

creasingly able to win consignments
away from Sotheby’s and Christie’s.
But the company remained vulnera-
ble to art-market mood swings be-
cause of its heavy focus on selling con-
temporary art, typically the most
speculative end of the art market.

Phillips has suffered a spate of dis-
appointing auctions this year follow-
ing four years of steady growth.

The company has also struggled to
keep pace with the global expansion
of its rivals, who have lately staked
new offices and salesrooms in locales
across the Middle East and Asia. Last
month, Phillips postponed its planned
October sale of hip-hop jewelry, say-
ing it wanted more time to consign ex-
tra “bling.” Art-world experts saw the
move as a sign that the auctioneer
needed more capital instead.

Mercury is a luxury retail company
whose holdings include the Tretyakov
Projezd, a row of high-end boutiques
near Red Square; Luxury Village, a
mall complex located several miles
south of Moscow; and the TSUM de-
partment-store chain.

Mercury executives initially of-
fered a possible partnership inJuly, ac-
cording to Phillips spokeswoman Ariel
Childs, but both groups didn’t agree to
a final deal until Monday. She said the
timing of the deal has no connection to
the global financial crisis and doesn’t
indicate money troubles at Phillips.

By Robert Guy Matthews

There is an upside to the weaken-
ing U.S. and global economies, at
least if you are an American steel
consumer: The commodity is more
available, and prices have fallen
20% in the past three weeks.

Behind the shift is a surge of for-
eign steel into the U.S., with the lat-
est figures from August showing
that steel imports from Russia
jumped 86%, from India 37% and
from China 33%. Analysts believe
that the influx continued through
September.

The upshot is that steel buyers
who have seen prices rise nonstop
for nearly two years are finally get-
ting some relief. The lower prices, in
turn, will lower costs for steel users
and help them better weather the
current economic downturn.

Take Wayne Boeckman and his
steel-stamping business, QuickWay
Stampings Inc., of Euless, Texas.
QuickWay hasn’t suffered from the
weakness of the U.S. economy, in

large part because it makes steel as-
semblies for the energy, electronics
and after-market automotive busi-
nesses. As more consumers hold off
on buying new cars, they are making
more repairs and improving the per-
formance of existing cars.

“I hate to say it, because I know a
lot of people are struggling, but we
expect to see sales strong through
the rest of the year,” says Mr. Boeck-
man.

Imports had been down earlier
this year, reflecting a weak dollar,
strong foreign consumption and
high freight-shipping rates. But that
tide has begun to shift in recent
weeks, with the strengthening U.S.
dollar, softening demand for steel
elsewhere and falling freight rates.
The Baltic Dry Index, a key indicator
of freight prices, has fallen about
65% in the last four months.

In addition, steel prices in the
rest of the world are falling faster
than they are in the U.S., prompting
foreign producers to direct more of
their output to the U.S. market. In In-
dia, for example, prices for some
grades of steel have fallen 40% since
June. In the Middle East, prices
have fallen by as much as half.

Steelmakers have sought to cut
production to bolster prices. Last
month, ArcelorMittal, the world’s
largest steelmaker by production,
said it would reduce output by 15%
in some markets to keep supply

tighter. Other steelmakers are pull-
ing forward scheduled maintenance
at some mills originally scheduled
for later this year.

“We’d expect to see further pro-
duction cuts in coming months,”
said Michelle Applebaum, steel ana-
lyst for MAR Inc. “Unlike prior cy-
cles, production cuts these days
come faster and more furious than
in the past.”

Up to now, Europe has taken up
most of the foreign steel imports, be-
cause steelmakers could command
higher prices there than in the U.S.
But slowing demand in Europe has
made steel prices in the U.S. and Eu-
rope nearly identical.

“You are starting to see negative
GDP growth in Europe, and that is
having a ripple effect,” says Dave
Phelps, president of the American
Institute for International Steel, a
group that represents both U.S. and
non-U.S. companies that import and
export steel products. “The U.S. mar-
ket looks very attractive, and you
will continue to see strong imports
from China, but they are way down
historically.”

Inventories at service centers—
which buy steel from mills and then
resell it to smaller customers—are
high. Those service centers are ex-
pected to curb purchases of steel un-
til they work through their invento-
ries. Some are reluctant to sell their
steel, which they bought at high
prices months ago, in the hope that
prices will rebound.
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Parex Russian Eq EE EQ LVA 10/03 USD 15.29 –51.9 –44.9 –9.6
Parex Ukrainian Eq EU EQ LVA 10/03 EUR 4.46 –56.5 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 10/03 USD 135.02 –42.8 –47.1 –5.2
PF (LUX)-Asian Eq-Pca AS EQ LUX 10/03 USD 129.86 –43.3 –47.6 –6.0
PF (LUX)-Biotech-Pca OT EQ LUX 10/02 USD 328.67 –1.2 –4.6 13.3
PF (LUX)-CHF Liq-Pca CH MM LUX 10/02 CHF 123.74 1.4 2.0 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/02 CHF 95.52 1.4 2.0 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/02 EUR 150.27 –32.5 –35.8 –12.8
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/02 USD 86.99 –36.4 –34.1 –6.2
PF (LUX)-East Eu-Pca EU EQ LUX 10/02 EUR 269.43 –47.6 –44.0 –13.6
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/03 USD 125.72 –45.6 –45.7 –6.0
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/03 USD 410.29 –44.1 –43.9 –6.6
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/02 EUR 98.03 –28.2 –31.4 –11.3
PF (LUX)-EUR Bds-Pca EU BD LUX 10/02 EUR 365.97 1.3 1.1 –0.7
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/02 EUR 287.40 1.3 1.1 –0.7
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/02 EUR 124.65 –4.9 –5.5 –3.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/02 EUR 90.87 –5.0 –5.5 –3.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/02 EUR 120.68 –15.7 –17.6 –8.5
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/02 EUR 78.05 –15.7 –17.6 –8.5
PF (LUX)-EUR Liq-Pca EU MM LUX 10/02 EUR 133.58 2.9 3.8 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/02 EUR 99.79 2.9 3.8 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/02 EUR 405.32 –33.5 –38.1 –14.8
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/02 EUR 129.29 –29.8 –35.4 –15.4
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/02 USD 191.82 –4.4 –2.0 2.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/02 USD 136.77 –4.4 –2.0 2.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/02 USD 16.43 –32.4 –35.4 –12.5
PF (LUX)-Gr China-Pca AS EQ LUX 10/03 USD 253.17 –40.8 –43.3 3.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/03 USD 258.15 –51.3 –42.1 –2.8
PF (LUX)-Jap Index-Pca JP EQ LUX 10/03 JPY 10101.92 –28.9 –36.9 –18.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/03 JPY 9321.86 –30.4 –41.4 –22.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/03 JPY 9113.09 –30.8 –41.7 –23.0
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/03 JPY 4871.90 –29.3 –38.9 –23.0
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/03 USD 210.73 –34.0 –36.0 0.2
PF (LUX)-Piclife-Pca CH BA LUX 10/02 CHF 754.61 –11.2 –14.5 –4.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/02 EUR 56.43 –26.6 –32.7 –12.1
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/01 USD 50.11 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/02 USD 81.56 –26.9 –31.6 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/02 EUR 427.39 –30.8 –36.4 –11.4
PF (LUX)-US Eq-Ica US EQ LUX 10/02 USD 101.57 –21.1 –23.1 –4.5
PF (LUX)-USA Index-Pca US EQ LUX 10/02 USD 88.97 –23.3 –27.0 –7.3
PF (LUX)-USD Bds-Pca US BD LUX 10/02 USD 492.57 4.4 7.7 5.5
PF (LUX)-USD Bds-Pdi US BD LUX 10/02 USD 372.15 4.4 7.7 5.5
PF (LUX)-USD Liq-Pca US MM LUX 10/02 USD 129.48 1.9 2.9 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/02 USD 87.28 1.9 2.9 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/02 EUR 122.29 –21.7 –22.6 –6.5
PF (LUX)-WldGovBds-Pca GL BD LUX 10/02 USD 149.71 1.7 5.7 5.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/02 USD 126.69 1.7 5.7 5.3
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 09/29 USD 72.48 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 10/03 USD 9.59 –33.7 –36.2 –13.0
Japan Fund USD JP EQ IRL 10/06 USD 12.73 –24.4 –29.6 –16.1

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 08/29 USD 91.52 –9.3 –6.8 NS
Discovery USD A OT OT CYM 08/29 USD 115.27 3.3 15.0 9.3
Elbrus USD A GL EQ CYM 08/29 USD 12.17 –25.7 –10.6 12.4
Europn Conviction USD B EU EQ CYM 08/29 USD 118.01 3.3 9.2 7.2
Europn Forager USD B OT OT CYM 08/29 USD 198.32 –3.3 –4.8 8.4
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 08/29 USD 13.89 1.9 2.4 16.3
Paragon Limited USD A EU EQ CYM 08/29 USD 307.57 11.9 27.2 21.1
UK Fund USD A OT OT CYM 08/29 USD 169.04 6.3 1.9 6.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/17 USD 85.03 NS –19.7 2.2

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/03 EUR 735.79 –25.2 –29.2 NS
Core Eurozone Eq B EU EQ IRL 10/03 EUR 838.68 NS NS NS
Euro Fixed Income A EU BD IRL 10/03 EUR 1166.34 –6.6 –7.5 –4.8
Euro Fixed Income B EU BD IRL 10/03 EUR 1235.89 –6.2 –7.0 –4.2
Euro Small Cap A EU EQ IRL 10/03 EUR 1175.50 –33.2 –40.1 –18.3
Euro Small Cap B EU EQ IRL 10/03 EUR 1249.82 –32.9 –39.8 –17.8
Eurozone Agg Eq A EU EQ IRL 10/03 EUR 652.50 –31.9 –35.7 NS
Eurozone Agg Eq B EU EQ IRL 10/03 EUR 930.81 –31.6 –35.3 –12.9
Glbl Bd (EuroHdg) A GL BD IRL 10/03 EUR 1246.70 –3.6 –3.3 –1.4
Glbl Bd (EuroHdg) B GL BD IRL 10/03 EUR 1313.47 –3.1 –2.6 –0.8
Glbl Bd A EU BD IRL 10/03 EUR 1009.77 0.2 –1.4 –3.2
Glbl Bd B EU BD IRL 10/03 EUR 1067.15 0.6 –0.8 –2.6
Glbl Real Estate A OT EQ IRL 10/03 USD 931.40 –26.7 –35.9 –13.4
Glbl Real Estate B OT EQ IRL 10/03 USD 953.08 –26.4 –35.5 –12.9
Glbl Real Estate EH-A OT EQ IRL 10/03 EUR 878.77 –25.1 –34.9 –15.2
Glbl Real Estate SH-B OT EQ IRL 10/03 GBP 83.55 –23.9 –33.5 –13.4
Glbl Strategic Yield A EU BD IRL 10/03 EUR 1347.22 –9.8 –10.8 –3.2
Glbl Strategic Yield B EU BD IRL 10/02 EUR 1440.18 –8.8 –9.6 –2.3
Japan Equity A JP EQ IRL 10/03 JPY 12678.00 –31.8 –40.8 –21.0
Japan Equity B JP EQ IRL 10/03 JPY 13412.00 –31.5 –40.4 –20.5
Multi St Cash Plus EH-A GL EQ IRL 10/03 EUR 1000.97 –1.1 –0.9 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/03 USD 1653.73 –37.5 –39.3 –4.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/03 USD 1751.46 –37.2 –39.0 –3.7
Pan European Eq A EU EQ IRL 10/03 EUR 956.49 –29.6 –33.4 –13.4
Pan European Eq B EU EQ IRL 10/03 EUR 1012.17 –29.4 –33.1 –12.9
US Equity A US EQ IRL 10/03 USD 836.41 –27.9 –29.9 –8.0
US Equity B US EQ IRL 10/03 USD 888.91 –27.6 –29.4 –7.5
US Small Cap A US EQ IRL 10/03 USD 1264.65 –26.4 –30.8 –8.0
US Small Cap B US EQ IRL 10/03 USD 1344.82 –26.0 –30.4 –7.5

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/03 SEK 77.48 –33.6 –39.5 –17.3
Choice Japan Fd JP EQ LUX 10/03 JPY 55.15 –30.2 –39.0 –21.8
Choice Jpn Chance/Risk JP EQ LUX 10/06 JPY 53.69 –40.0 –46.3 –24.1
Choice NthAmChance/Risk US EQ LUX 10/03 USD 3.78 –27.6 –28.4 –8.8
Europe 2 Fd EU EQ LUX 10/06 EUR 0.89 –38.3 –42.3 –18.0
Europe 3 Fd EU EQ LUX 10/06 GBP 3.06 –34.9 –35.3 –11.6
Global Chance/Risk Fd GL EQ LUX 10/03 EUR 0.59 –25.3 –30.6 –13.6
Global Fd GL EQ LUX 10/03 USD 2.10 –28.8 –31.8 –8.8
Intl Mixed Fd -C- NO BA LUX 10/03 USD 26.10 –21.6 –23.2 –4.7
Intl Mixed Fd -D- NO BA LUX 10/03 USD 18.42 –21.7 –23.2 –3.5
Wireless Fd OT EQ LUX 10/03 EUR 0.13 –33.5 –37.6 –10.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/03 USD 5.41 –40.5 –43.7 –7.1
Currency Alpha EUR -IC- OT OT LUX 10/06 EUR 10.83 6.0 3.9 NS
Currency Alpha EUR -RC- OT OT LUX 10/06 EUR 10.78 5.6 3.4 NS
Currency Alpha SEK -ID- OT OT LUX 10/06 SEK 105.03 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/06 SEK 104.94 NS NS NS
Generation Fd 80 OT OT LUX 10/03 SEK 7.47 –21.0 NS NS
Nordic Focus EUR NO EQ LUX 10/03 EUR 67.53 –31.7 NS NS
Nordic Focus NOK NO EQ LUX 10/06 NOK 66.73 NS NS NS
Nordic Focus SEK NO EQ LUX 10/06 SEK 66.47 –33.2 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 10/03 USD 0.97 –40.5 –43.7 –5.8
Choice North America Eq. Fd US EQ LUX 10/03 USD 1.80 –25.7 –27.1 –8.9
Ethical Global Fd GL EQ LUX 10/06 USD 0.75 –31.5 –35.5 –12.1
Ethical Sweden Fd NO EQ LUX 10/03 SEK 33.57 –24.7 –32.8 –8.7
Europe Fd EU EQ LUX 10/03 USD 2.14 –39.8 –40.9 –4.4
Global Equity Fd GL EQ LUX 10/03 USD 1.35 –28.4 –31.5 –7.6
Index Linked Bd Fd SEK OT BD LUX 10/06 SEK 12.94 3.6 6.4 3.3
Medical Fd OT EQ LUX 10/03 USD 3.28 –14.7 –13.9 –3.8
Short Medium Bd Fd SEK NO MM LUX 10/06 SEK 9.05 1.9 2.7 2.7
Technology Fd OT EQ LUX 10/03 USD 1.97 –30.9 –31.4 –8.0
World Fd GL EQ LUX 10/03 USD 2.00 –25.3 –28.7 –1.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/06 EUR 1.26 1.2 1.5 2.1
Short Bond Fd SEK NO MM LUX 10/06 SEK 21.27 1.4 2.2 2.4
Short Bond Fd USD US MM LUX 10/06 USD 2.48 1.2 2.3 3.4

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/03 SEK 9.94 –2.7 –1.9 –0.5
Alpha Bond Fd SEK -B- NO BD LUX 10/03 SEK 8.92 –2.7 –1.9 –0.5
Alpha Bond Fd SEK -C- NO BD LUX 10/06 SEK 25.00 –2.4 –1.7 –0.5
Alpha Bond Fd SEK -D- NO BD LUX 10/06 SEK 8.33 –2.4 –1.7 –0.5
Alpha Short Bd SEK -A- NO MM LUX 10/03 SEK 10.71 1.9 2.8 2.8
Alpha Short Bd SEK -B- NO MM LUX 10/03 SEK 10.04 1.9 2.8 2.8
Alpha Short Bd SEK -C- NO MM LUX 10/06 SEK 20.97 1.9 2.7 2.7
Alpha Short Bd SEK -D- NO MM LUX 10/06 SEK 8.72 1.9 2.7 2.7
Bond Fd EUR -C- EU BD LUX 10/03 EUR 1.26 3.5 3.9 1.5
Bond Fd EUR -D- EU BD LUX 10/03 EUR 0.50 3.5 3.9 1.6
Bond Fd SEK -C- NO BD LUX 10/06 SEK 39.07 3.4 4.3 2.4
Bond Fd SEK -D- NO BD LUX 10/06 SEK 11.72 2.2 3.1 1.8
Corp. Bond Fd EUR -C- EU BD LUX 10/06 EUR 1.08 –8.3 –9.2 –4.8
Corp. Bond Fd EUR -D- EU BD LUX 10/03 EUR 0.85 –7.6 –8.6 –4.7
Corp. Bond Fd SEK -C- NO BD LUX 10/06 SEK 11.11 –7.9 –8.2 –4.1
Corp. Bond Fd SEK -D- NO BD LUX 10/06 SEK 8.73 –7.7 –8.0 –4.0
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/06 EUR 98.59 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/06 EUR 98.43 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/06 SEK 103.75 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/06 SEK 958.24 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/06 SEK 20.20 2.4 3.1 2.6
Flexible Bond Fd -D- NO BD LUX 10/06 SEK 11.44 2.4 3.1 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/06 SEK 92.90 –12.5 –14.1 –4.7
Global Hedge I SEK -D- OT OT LUX 10/06 SEK 84.90 –15.0 –16.5 –6.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/03 USD 1.99 –40.4 –38.8 0.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/06 SEK 19.92 –40.4 –46.6 –15.5
Europe Chance/Risk Fd EU EQ LUX 10/06 EUR 1002.34 –41.0 –44.6 –19.8

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 10/03 USD 16.46 –50.2 –53.9 2.9
Eq. Pacific A AS EQ LUX 10/03 USD 8.17 –41.0 –42.1 –0.6

n SGAM Fund
Bonds CHF A CH BD LUX 10/03 CHF 27.18 4.2 4.1 0.6
Bonds ConvEurope A EU BD LUX 10/02 EUR 30.32 4.3 6.3 8.8
Bonds Eur Corp A EU BD LUX 10/02 EUR 20.48 –6.7 –7.1 –3.9
Bonds Eur Hi Yld A EU BD LUX 10/02 EUR 17.49 –17.5 –19.0 –9.0
Bonds EURO A EU BD LUX 10/03 EUR 37.88 2.5 3.2 1.0
Bonds Europe A EU BD LUX 10/03 EUR 36.58 2.3 2.5 0.8
Bonds US MtgBkSec A US BD LUX 10/02 USD 21.87 –13.3 –11.7 –4.0
Bonds US OppsCoreplus A US BD LUX 10/02 USD 31.47 0.0 2.5 3.4
Bonds World A GL BD LUX 10/03 USD 37.34 0.4 4.3 6.1
Eq. ConcentratedEuropeA EU EQ LUX 10/03 EUR 27.20 –32.6 –35.1 –16.0
Eq. Eastern Europe A EU EQ LUX 10/02 EUR 24.15 –45.2 –43.0 –13.3
Eq. Equities Global Energy OT EQ LUX 10/03 USD 17.81 –29.3 –24.7 4.1
Eq. Euroland A EU EQ LUX 10/03 EUR 11.62 –32.8 –35.5 –14.3
Eq. Euroland MidCapA EU EQ LUX 10/03 EUR 19.38 –33.1 –38.9 –17.3
Eq. EurolandCyclclsA EU EQ LUX 10/03 EUR 17.22 –32.1 –33.1 –7.8
Eq. EurolandFinancialA OT EQ LUX 10/03 EUR 13.30 –28.6 –33.3 –18.1
Eq. Glbl Emg Cty A GL EQ LUX 10/03 USD 7.69 –43.1 –43.3 –5.8
Eq. Global A GL EQ LUX 10/03 USD 25.05 –34.6 –37.5 –14.4
Eq. Global Technol A OT EQ LUX 10/03 USD 4.64 –34.6 –41.8 –16.3
Eq. Gold Mines A OT EQ LUX 10/03 USD 18.91 –36.9 –33.0 –9.9
Eq. Japan A JP EQ LUX 10/03 JPY 855.08 –35.4 –42.7 –23.8
Eq. Japan Sm Cap A JP EQ LUX 10/03 JPY 999.53 –41.4 –46.6 –37.6
Eq. Japan Target A JP EQ LUX 10/03 JPY 1638.86 –19.1 –27.9 –16.3
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 10/03 GBP 11.56 –32.2 –36.2 –16.8
Eq. US ConcenCore A US EQ LUX 10/03 USD 18.97 –29.4 –30.8 –9.4
Eq. US Lg Cap Gr A US EQ LUX 10/03 USD 13.68 –32.0 –33.4 –11.2
Eq. US Mid Cap A US EQ LUX 10/03 USD 24.38 –37.7 –39.8 –8.5
Eq. US Multi Strg A US EQ LUX 10/03 USD 20.47 –28.9 –32.5 –11.9
Eq. US Rel Val A US EQ LUX 10/03 USD 20.71 –27.6 –33.7 –14.7
Eq. US Sm Cap Val A US EQ LUX 10/03 USD 18.44 –26.1 –34.1 –14.1
Eq. US Value Opp A US EQ LUX 10/03 USD 17.68 –30.7 –36.8 –18.5
Money Market EURO A EU MM LUX 10/03 EUR 26.87 3.3 4.4 4.0
Money Market USD A US MM LUX 10/03 USD 15.66 2.3 3.5 4.2

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 09/15 USD 10.83 –26.7 –3.6 4.4
UAE Blue Chip Fund Acc AS EQ ARE 09/25 AED 8.76 –24.8 3.1 1.3

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 10/06 EEK 151.35 –43.5 –49.7 –21.6
New Europe Small Cap EUR EE EQ EST 10/06 EEK 80.67 –42.1 –48.1 –19.4
Second Wave EUR EE EQ EST 10/06 EEK 158.78 –42.2 –46.7 –10.0

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/06 JPY 10051.00 –40.0 –49.2 –27.0
YMR-N Japan Fund JP EQ IRL 10/06 JPY 11329.00 –34.9 –46.0 –21.6
YMR-N Low Price Fund JP EQ IRL 10/03 JPY 15113.00 –33.8 –44.2 –23.3
YMR-N Small Cap Fund JP EQ IRL 10/03 JPY 6798.00 –45.1 –54.9 –33.4
Yuki Mizuho Gen Jpn III JP EQ IRL 10/06 JPY 5428.00 –41.6 –49.2 –25.3
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/06 JPY 5804.00 –40.3 –49.7 –28.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/06 JPY 7623.00 –39.2 –46.6 –27.1
Yuki Mizuho Jpn Gen JP EQ IRL 10/06 JPY 9619.00 –37.4 –48.7 –24.4
Yuki Mizuho Jpn Gro JP EQ IRL 10/06 JPY 7171.00 –41.9 –50.7 –28.7
Yuki Mizuho Jpn Inc JP EQ IRL 10/06 JPY 9312.00 –28.9 –40.6 –18.4
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/06 JPY 6044.00 –35.9 –44.5 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/06 JPY 11739.00 –35.2 –42.7 –22.9
Yuki Mizuho Jpn PGth JP EQ IRL 10/06 JPY 9207.00 –43.9 –51.1 –27.7
Yuki Mizuho Jpn SmCp JP EQ IRL 10/06 JPY 6187.00 –51.2 –58.1 –34.3
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/06 JPY 6197.00 –34.1 –42.4 –23.2
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/06 JPY 2821.00 –50.6 –58.4 –44.8

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/06 JPY 5274.00 –40.4 –47.6 –26.4
Yuki 77 General JP EQ IRL 10/06 JPY 7075.00 –38.4 –48.0 –25.3
Yuki 77 Growth JP EQ IRL 10/06 JPY 7747.00 –36.8 –46.3 –26.0

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/06 JPY 7456.00 –36.0 –47.7 –26.0
Yuki Chugoku Jpn Gro JP EQ IRL 10/06 JPY 6132.00 –39.2 –46.1 –24.1
Yuki Chugoku Jpn Inc JP EQ IRL 10/06 JPY 6269.00 –27.8 –36.0 –18.1
Yuki Chugoku JpnLowP JP EQ IRL 10/06 JPY 8528.00 –34.6 –44.7 –20.9
Yuki Chugoku JpnPurGth JP EQ IRL 10/06 JPY 5637.00 –35.6 –46.9 –24.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/06 JPY 8081.00 –37.1 –47.1 –25.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/06 JPY 5500.00 –37.6 –46.7 –23.9
Yuki Hokuyo Jpn Gro JP EQ IRL 10/06 JPY 4755.00 –40.9 –50.2 –29.1
Yuki Hokuyo Jpn Inc JP EQ IRL 10/06 JPY 6336.00 –24.8 –36.1 –18.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/06 JPY 5860.00 –39.6 –48.8 –26.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/06 JPY 5737.00 –35.7 –44.7 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/06 JPY 6177.00 –35.5 –50.5 –24.3

Continued from page 28

n 788 ASSET MANAGEMENT LTD.

info@788am.com www.788am.com

788 China Fund Ltd OT OT CYM 08/29 USD 65.87 –78.2 NS NS

788 China Smaller Cap OT OT CYM 08/29 USD 60.16 NS NS NS

788 Gl Asset Alloc. Fd OT OT CYM 08/29 USD 79.65 –44.5 NS NS

788 Japan Fund Ltd OT OT CYM 08/29 USD 66.31 –46.4 NS NS

n ALEXANDRA INVESTMENT MANAGEMENT

Alexandra Global Inv I OT OT VGB 08/29 USD 48.85 –25.9 –18.6 –5.9

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK

info@atlanticinvestment.net Tel: +1 212 484 5050

AJR International A US EQ VGB 09/30 USD 924.79 –12.7 –12.0 6.6

AJR International B US EQ VGB 09/30 USD 155.10 –12.7 –10.6 5.9

Cambrian Asia Ltd. AS EQ VGB 09/30 JPY 6731.00 –31.1 –29.6 NS

Cambrian Europe Ltd. EU EQ VGB 09/30 EUR 75.26 –28.1 –30.3 NS

Cambrian Fund Ltd. A US EQ VGB 09/30 USD 576.74 –33.2 –29.0 –4.3

Cambrian Fund Ltd. B US EQ VGB 09/30 USD 140.71 –33.2 –29.2 –5.1

Rodinia Fund Ltd US EQ VGB 09/30 USD 118.44 –17.9 –17.2 –3.7

n CAPITAL MANAGEMENT ADVISORS

Phone Number: +1 441 295 59 29

CMA Dynamic OT OT BHS 08/29 USD 1563.70 –4.1 –3.4 3.4

CMA MultHdge Arbtrge OT OT CYM 08/31 USD 1865.29 –3.4 –2.3 3.9

CMA MultHdge Balncd OT OT CYM 08/29 USD 1349.81 –3.6 –2.1 3.0

CMA MultHdge Growth OT OT CYM 08/29 USD 1970.12 –0.2 0.7 4.9

CMA MultiHdge Lvrgd OT OT CYM 08/29 USD 1324.29 –7.3 –8.4 3.2

n CARLO SCEVOLA & PARTNERS

Tel +44 (0) 20 7419 5671

www.rescgf.com

Resolute Capital Gth Fd OT OT VGB 09/30 USD 1232.97 9.7 14.5 11.0

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 08/29 EUR 121.66 –6.1 NS NS

D'Auriol Opp F3 EUR EU MM CYM 08/29 EUR 1246.48 –9.0 NS NS

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
Harmony Cap Ltd A USD OT OT BMU 08/29 USD 2134.00 –8.6 –6.8 0.5

Harmony Cap Ltd B EUR OT OT BMU 08/29 EUR 2058.70 –8.3 –6.7 –0.3

Harmony Cap Ltd D USD OT OT BMU 08/29 USD 1225.00 –8.9 –7.2 0.1

Harmony Cap Ltd E EUR OT OT BMU 08/29 USD 1186.00 –8.4 –7.0 –0.7

Harmony Cap Ltd F GBP OT OT BMU 08/29 GBP 1034.90 –7.9 –5.7 0.8

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 09/26 USD 1046.64 –41.2 –32.2 –13.6

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 08/29 EUR 186.81 0.8 24.2 NS

Horseman EmMkt Opp USD GL EQ USA 08/29 USD 192.50 0.5 24.7 NS

Horseman EurSelLtd EUR EU EQ GBR 08/29 EUR 205.28 14.3 25.6 24.4

Horseman EurSelLtd USD EU EQ GBR 08/29 USD 214.34 14.1 25.7 25.6

Horseman Glbl Ltd EUR GL EQ CYM 08/29 USD 409.03 9.0 21.2 27.3

Horseman Glbl Ltd USD GL EQ CYM 08/29 USD 409.03 9.0 21.2 27.3

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 08/29 GBP 1.53 –5.7 –4.7 2.8

Euro Absolute EUR OT OT GGY 08/29 EUR 2.15 –6.3 –5.4 1.1

Global Absolute OT OT GGY 08/29 GBP 1.08 –3.5 0.1 6.1

Global Absolute USD OT OT GGY 08/29 USD 2.00 –4.7 1.4 5.9

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 08/29 EUR 107.04 –4.4 0.7 NS

Special Opp Inst EUR OT OT CYM 08/29 EUR 100.53 –3.9 1.6 NS

Special Opp Inst USD OT OT CYM 08/29 USD 109.69 –4.0 1.9 NS

Special Opp USD OT OT CYM 08/29 USD 108.44 –4.4 1.2 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 08/29 EUR 137.62 –2.8 3.9 8.9

GH Fund CHF Hdg OT OT JEY 08/29 CHF 117.21 –4.4 0.3 4.5

GH Fund EUR Hdg OT OT JEY 08/29 EUR 127.69 –3.3 2.3 6.5

GH Fund EUR Hdg (Non-V II) OT OT JEY 08/29 EUR 113.35 –3.2 2.3 6.5

GH Fund EUR Hdg (Non-V) OT OT JEY 08/29 EUR 127.69 –3.3 2.3 6.5

GH Fund GBP Hdg OT OT JEY 08/29 GBP 139.76 –2.4 4.0 8.3

GH Fund Inst EUR OT OT JEY 08/29 EUR 97.98 NS NS NS

GH Fund Inst JPY OT OT JEY 08/29 JPY 9643.52 –5.0 –0.2 NS

GH Fund Inst USD OT OT JEY 08/29 USD 113.92 –3.0 3.3 8.4

GH FUND S EUR OT OT CYM 08/29 EUR 133.51 –2.3 3.6 7.8

GH FUND S GBP OT OT CYM 08/29 GBP 138.36 –1.8 4.9 9.3

GH Fund S USD OT OT CYM 08/29 USD 152.09 –2.6 3.9 9.0

GH Fund USD OT OT GGY 08/29 USD 282.16 –3.5 2.6 7.7

Hedge Investments OT OT JEY 08/29 USD 142.53 –2.9 3.0 7.8

Leverage GH USD OT OT GGY 08/29 USD 137.26 –10.0 –0.7 8.5

MultiAdv Arb CHF Hdg OT OT JEY 08/29 CHF 107.57 –5.7 –4.6 0.6

MultiAdv Arb EUR Hdg OT OT JEY 08/29 EUR 116.21 –4.4 –2.7 2.4

MultiAdv Arb GBP Hdg OT OT JEY 08/29 GBP 126.44 –3.8 –1.6 3.5

MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS

MultiAdv Arb S EUR OT OT CYM 08/29 EUR 122.55 –3.8 –1.6 3.7

MultiAdv Arb S GBP OT OT CYM 08/29 GBP 128.91 –3.0 –0.3 5.2

MultiAdv Arb S USD OT OT CYM 08/29 USD 135.52 –4.2 –1.7 4.7

MultiAdv Arb USD OT OT GGY 08/29 USD 212.06 –5.0 –2.9 3.3

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 08/29 USD 124.20 –6.8 –2.3 3.4

Asian AdbantEdge EUR OT OT JEY 08/29 EUR 103.08 –13.1 –5.5 NS

Asian AdvantEdge OT OT JEY 08/29 USD 184.79 –13.5 –5.3 7.7

Emerg AdvantEdge OT OT JEY 08/29 USD 176.63 –14.6 –5.1 6.7

Emerg AdvantEdge EUR OT OT JEY 08/29 EUR 102.09 –14.4 –5.8 NS

Europ AdvantEdge EUR OT OT JEY 08/29 EUR 133.01 –6.7 –5.5 2.1

Europ AdvantEdge USD OT OT JEY 08/29 USD 138.64 –7.2 –5.6 2.9

Japan AdvantEdge JPY OT OT JEY 08/29 JPY 8537.03 –9.1 –8.7 –9.3

Japan AdvantEdge USD OT OT JEY 08/29 USD 99.02 –7.8 –5.9 –5.4

Lvgd Alpha AdvantEdge OT OT JEY 08/29 USD 122.02 –15.9 –9.5 0.7

Trading AdvantEdge OT OT GGY 08/29 USD 141.03 4.8 21.6 16.2

Trading AdvantEdge EUR OT OT GGY 08/29 EUR 127.62 4.5 20.2 14.6

Trading AdvantEdge GBP OT OT GGY 08/29 GBP 133.66 6.2 22.9 16.7

US AdvantEdge OT OT JEY 08/29 USD 123.37 –2.4 2.4 5.2

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 10/02 EUR 247.76 –2.6 –2.3 2.4

Integrated Dir Trading EUR OT OT CYM 08/29 EUR 106.96 4.4 15.7 9.4

Integrated Emg Markets EUR OT OT CYM 08/29 EUR 89.90 –14.4 –10.7 –0.6

Integrated European EUR OT OT CYM 08/29 EUR 154.66 4.1 4.1 4.9

Integrated Event Driven EUR OT OT CYM 08/29 EUR 100.27 –6.5 –3.3 5.2

Integrated Lg/Sh Sel F EUR OT OT CYM 08/29 EUR 93.70 –6.3 –3.6 4.8

Integrated MultSt B EUR OT OT VGB 08/29 EUR 133.88 –4.1 0.3 3.6

Integrated Relative Value EUR OT OT CYM 08/29 EUR 99.37 –1.1 0.2 3.8

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 08/31 EUR 2078.83 –5.7 –2.3 5.6

KBL SPOP Investing OT OT LUX 08/31 USD 2005.77 –6.0 –2.2 6.6

KBL SPOP Long/Short Eq OT OT LUX 08/31 USD 543.52 –17.9 –10.0 NS

KBL SPOP Long/Short Eq OT OT LUX 08/31 EUR 536.69 –17.5 –10.0 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 09/26 USD 422.86 –49.2 –47.3 –26.8
Antanta MidCap Fund EE EQ AND 09/26 USD 852.53 –52.9 –45.6 –13.5
Meriden Opps Fund GL OT AND 10/01 EUR 101.47 –9.5 –10.1 –0.9
Meriden Protective Div GL EQ AND 09/29 EUR 83.20 2.6 –8.6 –8.5

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 09/30 USD 55.64 16.9 42.3 19.8
Superfund GCT USD* GL EQ LUX 09/30 USD 2782.49 14.7 29.9 13.4
Superfund Gold A (SPC) GL OT CYM 09/30 USD 938.91 6.8 24.4 25.4
Superfund Gold B (SPC) GL OT CYM 09/30 USD 977.15 4.4 25.5 28.3
Superfund Q-AG* OT OT AUT 09/30 EUR 7147.67 10.5 19.8 11.8

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 09/26 EUR 144.26 1.9 9.8 4.4
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 09/26 USD 303.68 1.3 9.5 5.9

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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GLOBAL BUSINESS BRIEFS

SanDisk-Samsung battle
pivots on royalty dispute
New chip technology
plays into valuation
of $5.8 billion bid

CORPORATE NEWS

By Don Clark

And John R. Wilke

An arbitration ruling affecting a
powerful new chip technology
could emerge as a big issue in Sam-
sung Electronics Co.’s unsolicited
$5.8 billion bid for SanDisk Corp.

The ruling, whose details hadn’t
been reported, discloses Samsung
testimony that SanDisk’s patents on
an invention known as X4 could
cost the South Korean company bil-
lions of dollars. A panel of arbitra-
tors in May found that a SanDisk
unit was within its rights in cancel-
ing a contract that gave Samsung
rights to the technology, a ruling re-
cently affirmed by a federal court in
New York.

At issue is the proper valuation
of SanDisk. The Milpitas, Calif., com-
pany was a pioneer in exploiting
chips called flash memory, which
store data in iPods, digital cameras
and an increasing array of other de-
vices.

Samsung, the biggest manufac-
turer of flash memory chips, dis-
closed its $26-a-share offer for
SanDisk on Sept. 16. The company
argues the price is fair given cur-
rent stock-market conditions. SanD-
isk says the bid significantly under-
values the company.

Some analysts expect the deal to
be challenged by government anti-
trust agencies. Partly for that rea-
son, SanDisk’s shares remain well
below the offer price. The stock was
down 7.1% at $17.07 in Monday-after-
noon trading on the Nasdaq Stock
Market.

SanDisk’s patents are another
key factor. Samsung is believed to
be paying hundreds of millions of
dollars in patent royalties a year to
SanDisk under a licensing deal set
to expire in 2009; the companies
have held talks about renewing that
pact as well as about a buyout.

Most investors have been un-
aware of a separate struggle affect-
ing the X4 technology, which is not
yet in production. It was invented
by msystems Ltd., an Israeli com-
pany that SanDisk purchased in
2006.

Many companies are advancing
flash memory technology. But X4 is
regarded as a breakthrough that
could double the capacity, lower the
cost and potentially extend the use-
ful life of the widely used variety of
flash memory known as NAND.

“There isn’t really anything to
compete with it,” said Jim Handy,
an analyst at Objective Analysis, a
market research firm in Los Gatos,
Calif.

Samsung was entitled to use the
X4 technology under a 2003 agree-
ment with msystems, which agreed
to license patents in exchange for
royalty payments and a supply of
flash memory chips on favorable
terms. Msystems canceled the pact
in April 2006—a few months before
agreeing to be acquired by SanD-
isk—on grounds that Samsung had
not met its supply commitments.

The companies took the matter
to arbitration, and a two-to-one ma-
jority of the arbitrators rejected
Samsung’s contention that the
SanDisk unit acted improperly. Sam-
sung in July challenged the arbitra-

tors’ decision in federal court in
New York, but withdrew the suit
Sept. 22 a few days after SanDisk
moved to have the court affirm the
arbitration award.

Much of arbitration proceedings
remain under seal. But the panel’s
37-page ruling, filed by SanDisk,
says testimony indicated the X4
technology has “significant implica-
tions for personal computers and
all entertainment devices.”

The document says Samsung ar-
gued “strenuously” that without
the license under the 2003 agree-
ment—which extends for the life of
msystems’ patents—Samsung
would be forced to seek rights to the
X4 technology by negotiating an ex-
tension of its separate licensing
agreement with SanDisk. Samsung
argued that a loss in the arbitration
would give SanDisk leverage to
press for additional royalties on X4
technology “that could potentially
cost Samsung billions of dollars,”
the arbitrators wrote.

A spokesman for Samsung said
the company lawyer who testified
was “referencing royalty payments
that SanDisk may have tried to de-
mand over a prolonged period of
time. This was certainly not any indi-
cation of what Samsung was willing
to pay for a license.”

He pointed out that SanDisk only
paid $1.5 billion for msystems less
than a year before the comments
were made. “Samsung continues to
believe that its $26 per share offer
to acquire SanDisk represents full
and fair value for the company,” he
said. Samsung withdrew the federal
suit because the company con-
cluded it was unlikely to succeed, he
said.

A SanDisk spokesman offered a
different interpretation. “Samsung
made statements under oath about
the value of our intellectual prop-
erty and then, after making its low-
ball offer, suddenly pulled its own le-
gal filing to avoid disclosure of its
own testimony,” he said. “We be-
lieve Samsung did this to avoid dis-
closing the potential value and roy-
alty stream associated with our
technology, including X4,” which
SanDisk believes “is substantial and
potentially massive.”

Most NAND flash chips hold one
or two bits of data in each tiny stor-
age cell. SanDisk has begun offering
a technology called X3 that can
store three bits per cell, while the
X4 technology stores four bits per
cell. Whoever holds rights to the X4
technology would have big cost ad-
vantages, Mr. Handy said. But he
added that SanDisk also purchased
rights to promising technology that
can stack multiple layers of data-
storage circuitry on a chip.

Alliance Boots PLC

U.K.-based Alliance Boots PLC,
owner of the Boots health-and-
beauty retail chain, said it will ac-
quire French pharmaceutical-prod-
ucts distributor Depolabo from Sa-
gard Private Equity Partners. Fi-
nancial terms of the deal weren’t dis-
closed. Depolabo distributes phar-
maceutical products to wholesalers,
pharmacies and hospitals on behalf
of more than 50 manufacturers. The
deal “will enable us to accelerate
the expansion of our pre-wholesale
and contract logistics services in Eu-
rope,” said Ornella Barra, Alliance
Boots’s wholesale and commercial-
affairs director. The transaction,
which is subject to various condi-
tions including approval by the
French competition regulator, is ex-
pected to be completed in the com-
ing months.

—Compiled from staff
and wire service reports.

KazMunaiGas

Kazakh state oil and gas com-
pany KazMunaiGas, or KMG, said
Sunday it has signed a memoran-
dum of understanding with Conoco-
Phillips, of Houston, and Mubadala
Development Company, of Abu
Dhabi, for joint exploration and pro-
duction of the N Block, an offshore
field in the Caspian Sea. “The par-
ties will now have until Dec. 31,
2008, to negotiate the definitive
agreements for the assignment by
KMG of a 49% interest in the subsoil
use contract to be shared equally be-
tween ConocoPhillips and Mubad-
ala,” KazMunaiGas said in a state-
ment. “KMG will remain the major-
ity partner in the venture.” N block
covers approximately 8,100 square
kilometers and is considered to
have high prospects for both oil and
gas, KMG said.

EasyJet PLC

EasyJet PLC said it carried 22%
more passengers in September than
it did a year earlier, partly thanks to
the budget airline’s acquisition of
GB Airways Ltd. Britain-based easy-
Jet said it flew 4.2 million people in
September, compared with 3.4 mil-
lion a year earlier. Over the same pe-
riod, the load factor—a measure of
how full an airline’s planes are—
rose 1.8 percentage points to 86.9%.
On Friday, easyJet rival Ryanair
PLC of Ireland reported a 20% rise in
September passenger numbers,
while British Airways PLC said it
carried 5.6% fewer passengers.
Shares in easyJet fell 6.9% to close
at 305 pence ($5.41) Monday, off
22.50 pence in London. The airline’s
stock was hit by market concerns
about a looming recession, which
could decrease consumer demand
in the coming months. The stock
price is off about 50% since the start
of the year.

Source: Thomson Reuters Datastream
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E.ON AG

Germany’s Federal Cartel Office
said it stopped investigating six
units of utility E.ON AG over in-
flated natural-gas prices, after the
company made Œ55 million, or
about $75 million, in financial con-
cessions. The units, regional suppli-
ers in which E.ON owns majority
stakes, agreed to delay to December
a gas-price increase planned for Oc-
tober. Also, customers will receive
an average bonus of Œ35 on their
next gas bills, the regulator said.
The cartel office on Wednesday said
it started an investigation of 35 natu-
ral-gas providers on suspicion of im-
properly inflating gas prices for in-
dustrial and household customers.
The regulator launched the investi-
gation after a nationwide compari-
son found differences in gas prices
of between 25% and 45%. Results of
the proceedings against the other
gas suppliers will be published
soon, the regulator said.

Hewlett-Packard Co.

Hewlett-Packard Co. said it will
cut 1,400 jobs in Germany over the
next two years as part of a world-
wide restructuring effort. Some
1,150 of the cuts are expected at its
subsidiary Electronic Data Systems,
while 250 jobs will likely come from
the main company, said a spokes-
man. H-P, whose German base is in
Böblingen, intends to work out a
plan for the cuts with the labor
union over the coming weeks, he
added. Technology-services com-
pany EDS, whose German opera-
tions are based in Düsseldorf, cur-
rently has some 4,200 employees in
the country, while H-P has 8,500.
H-P, based in Palo Alto, Calif., said in
September that it was planning to
cut a total of 24,600 jobs over the
next three years as part of the inte-
gration of EDS, which it acquired
earlier in the year.

InBev SA

InBev SA said its major share-
holders expect to buy up about one-
tenth of new shares being issued to
help pay for its planned $52 billion
takeover of Anheuser-Busch Cos.
Belgium-based InBev plans a capital
increase this month to raise $9.8 bil-
lion for the purchase. It said its two
main groups of shareholders each
plan to take Œ600 million ($830 mil-
lion) of the new shares, and may
seek to buy more. About 60% of In-
Bev is held by several Brazilian fin-
anciers—including investment
banker Jorge Paulo Lemann—and a
group of Belgian aristocratic fami-
lies who founded the business.  

Eli Lilly & Co.

Deal to acquire ImClone
will boost biotech presence

Eli Lilly & Co. Monday signed a
$6.5 billion deal to acquire ImClone
Systems Inc., following two months
in which ImClone Chairman Carl
Icahn searched for a superior offer
to Bristol-Myers Squibb Co.’s unso-
licited bid. The move will increase
Lilly’s presence in selling cancer
treatments and developing biotech
drugs as the Indianapolis drug
maker awaits generic competition
in its key products in coming years.
But the deal’s success depends on
ImClone’s pipeline bearing fruit,
and Lilly must tap the credit mar-
kets in a time of crisis. Meanwhile,
Bristol-Myers is facing its own
patent expirations and pressure to
make another deal. In response to
the announcement, New York-based
Bristol-Myers said it was bowing
out of the bidding.

Parmalat SpA

Italian prosecutors requested
Monday a 13-year sentence for the
founder of Italy-based dairy com-
pany Parmalat SpA, who has been
charged with market rigging. “Ma-
nipulation of markets was taken
into account,” said prosecutor Euge-
nio Fusco in a Milan court, in the
criminal trial linked to the group’s
2003 collapse. Parmalat failed un-
der the burden of more than Œ14 bil-
lion ($19 billion) in debt in one of Eu-
rope’s biggest financial scandals.
Parmalat founder Calisto Tanzi and
23 other former executives have
been accused of fraudulent bank-
ruptcy. There are two criminal trials
involving former Parmalat employ-
ees—one in Milan and one in Parma.
The Milan trial, directly associated
with market manipulation, is ex-
pected to close first.

Roche Holding AG

Swiss drug maker Roche Hold-
ing AG said adding cancer medicine
Avastin to its drug Tarceva didn’t
prolong the lives of lung cancer pa-
tients, a late-stage study showed.
There was, however, clear evidence
that the time patients lived without
their disease getting worse in-
creased, said the Basel-based com-
pany. Both drugs are targeted thera-
pies, modern medicines that act as
“smart bombs” leaving healthy cells
intact. They are already available
for the treatment of patients with
advanced non-small-cell lung can-
cer in the U.S. and Europe. In Eu-
rope, Avastin and Tarceva are sold
by Roche, while Genentech
Inc.—which is majority-owned by
Roche and which the Swiss com-
pany intends to acquire in full—
sells them in the U.S.

Saab AB

Swedish prosecutors have
charged a man with industrial espio-
nage and extortion against aero-
space and defense company Saab
AB. The 48-year-old man was a con-
sultant in 2006 when he allegedly
obtained confidential documents be-
longing to Saab’s radar systems
unit, Saab Microwave Systems. The
charges filed Monday say he de-
manded $2.3 million to return the
documents and received about a
third of that amount. Prosecutors
say the documents contained secret
information about Sweden’s de-
fense that could have damaged the
country if revealed to a foreign
power. They say he isn’t believed to
have passed on the documents.
Swedish news agency TT said the
man denies the charges.

Amec Wind Energy Ltd.

Swedish state-owned electricity
generator Vattenfall Group bought
wind-farm developer Amec Wind En-
ergy Ltd. for £126.6 million ($224.7
million), boosting Vattenfall’s pres-
ence in the U.K. The deal will help
Vattenfall reach its goal to become
carbon neutral by 2050, the com-
pany said. Amec owns an onshore
wind portfolio with a capacity of 573
megawatts. Thanks to assets in the
seas off Sweden and Denmark, Vat-
tenfall is one of the world’s biggest
offshore wind-power operators. It
owns and operates an offshore wind
farm with a capacity of 90 mega-
watts in Kent, England. Vattenfall
said the economics of the British
wind sector are attractive because
the U.K. has higher wind speeds than
much of continental Europe.

Zurich Financial Services AG

Zurich Financial Services AG
tapped Philip Wilson, a former
American International Group Inc.
executive, to oversee global life-in-
surance underwriting for the Swiss
insurer. The appointment of the
56-year old Australian citizen as
chief underwriting officer for the
unit comes amid market expecta-
tions that big insurers such as Zur-
ich Financial, France’s Axa SA and It-
aly’s Assicurazioni Generali SpA
could bid for AIG’s life-insurance
business. The unit is on the block as
the U.S. insurer tries to generate
cash to pay back an $85 billion gov-
ernment bailout. Mr. Wilson was
slated to start his new position Mon-
day. He will report to Mario Greco,
the chief executive of the Global Life
unit. Mr. Wilson most recently was
chief underwriting officer for an
AIG unit based in New York.
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Andfs. Emergents GL EQ AND 10/03 USD 13.50 –36.5 –36.5 –0.4
Andfs. Espanya EU EQ AND 10/03 EUR 13.27 –24.9 –22.4 –6.3
Andfs. Estats Units US EQ AND 10/03 USD 15.42 –24.1 –23.9 –6.6
Andfs. Europa EU EQ AND 10/03 EUR 7.97 –28.1 –29.7 –10.6
Andfs. Franca EU EQ AND 10/03 EUR 10.13 –27.9 –30.3 –12.8
Andfs. Japo JP EQ AND 10/03 JPY 525.14 –32.0 –39.8 –19.5
Andfs. Plus Dollars US BA AND 10/03 USD 9.08 –15.2 –15.9 –5.3
Andfs. RF Dolars US BD AND 10/03 USD 10.42 –8.0 –7.9 –2.8
Andfs. RF Euros EU BD AND 10/03 EUR 9.71 –12.1 –13.1 –7.0
Andorfons EU BD AND 10/03 EUR 13.21 –13.6 –15.4 –8.6
Andorfons Alternative Premium OT OT AND 07/31 EUR 112.49 –3.1 –2.6 2.3
Andorfons Mix 30 EU BA AND 10/03 EUR 9.39 –19.1 –20.4 –9.0
Andorfons Mix 60 EU BA AND 10/03 EUR 9.93 –24.7 –25.6 –10.1

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 09/26 USD 192017.21 –26.4 –27.5 –2.7

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 10/06 EUR 10.27 0.9 0.9 2.4
DJE-Absolut P GL EQ LUX 10/06 EUR 195.24 –22.6 –19.8 –4.5
DJE-Alpha Glbl P EU BA LUX 10/06 EUR 166.33 –18.7 –15.9 –2.9
DJE-Div& Substanz P GL EQ LUX 10/06 EUR 191.08 –19.8 –20.7 –3.0
DJE-Gold&Resourc P OT EQ LUX 10/06 EUR 132.03 –29.6 –28.3 –6.9
DJE-Renten Glbl P EU BD LUX 10/06 EUR 118.96 –2.5 –2.6 –0.1
LuxPro-Dragon I AS EQ LUX 10/06 EUR 103.35 –42.9 –45.8 1.3
LuxPro-Dragon P AS EQ LUX 10/06 EUR 101.22 –44.0 –46.9 0.3
LuxTopic-Aktien Europa EU EQ LUX 10/06 EUR 15.81 –18.0 –15.9 –1.2
LuxTopic-Pacific AS EQ LUX 10/03 EUR 13.89 –35.3 –37.9 –5.5

n EAST CAPITAL

n WEBSITE: www.eastcapital.com

Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508

(Lux) E Eur ConvgnceEUR EE EQ LUX 10/03 EUR 64.05 –41.6 –43.8 NS

(Lux) E Eur ConvgnceUSD EE EQ LUX 10/03 USD 67.61 –45.3 –45.4 NS

(Lux) Russian EUR EE EQ LUX 10/03 EUR 59.59 –47.6 –45.1 NS

(Lux) Russian USD EE EQ LUX 10/03 USD 62.84 –51.0 –46.8 NS

Balkan Fund EE EQ SWE 10/03 SEK 18.09 –45.7 –46.1 –8.2

Baltic Fund EE EQ SWE 10/03 SEK 52.00 –29.4 –35.5 –8.3

Eastern European Fund EU EQ SWE 10/03 SEK 33.03 –39.7 –37.3 –6.8

Russian Fund EE EQ SWE 10/03 SEK 970.29 –44.5 –40.3 –9.6

Turkish Fund EE EQ SWE 10/03 SEK 6.53 –43.1 –40.5 –5.6

n HERITAGE FUND MANAGEMENT

info@heritagefunds.ch www.heritagefunds.ch

HF-China Abs Ret OT OT CHE 10/02 CHF 81.94 –45.7 –45.5 –9.5

HF-World Bds Abs Ret OT OT CHE 10/02 USD 84.96 –6.9 –1.8 –0.6

n HERMES FINANCIAL MANAGEMENT (EGYPT) LIMITED, AMSALES@EFG-HERMES.COM
Tel: 9714 363 4041 *Middle East & Developing Africa Fund
EFG-Hermes Egypt GL EQ BMU 08/31 USD 51.70 –19.6 1.5 21.8
EFG-Hermes MEDA* GL EQ BMU 08/31 USD 33.67 –7.0 17.9 22.4
EFG-Hermes Saudi Arabia Equity EA EQ SAU 09/30 SAR 7.66 NS NS NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 31.61 –17.5 –8.7 12.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 10/02 USD 279.33 –10.4 –8.8 –0.7
Sel Emerg Mkt Equity GL EQ GGY 10/02 USD 171.74 –36.5 –36.8 –2.0
Sel Euro Equity EUR US EQ GGY 10/02 EUR 98.57 –32.5 –36.8 –14.9
Sel European Equity EU EQ GGY 10/02 USD 180.62 –36.3 –38.3 –11.5
Sel Glob Equity GL EQ GGY 10/02 USD 185.35 –32.1 –37.0 –12.3
Sel Glob Fxd Inc GL BD GGY 10/02 USD 133.56 –9.0 –7.5 –2.1
Sel Pacific Equity AS EQ GGY 10/02 USD 119.19 –32.4 –34.2 –0.4
Sel US Equity US EQ GGY 10/02 USD 125.60 –26.4 –29.8 –9.4
Sel US Sm Cap Eq US EQ GGY 10/02 USD 172.11 –25.5 –33.0 –11.7

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 10/03 EUR 315.03 –12.7 –13.5 –5.7
DSF 50/50 EU BA LUX 10/03 EUR 244.07 –17.8 –19.7 –8.1
DSF 75/25 EU BA LUX 10/03 EUR 192.12 –23.5 –26.3 –11.5
KBC Eq (L) Europe EU EQ LUX 10/03 EUR 533.54 –29.8 –33.7 –13.9
KBC Eq (L) Japan JP EQ LUX 10/03 JPY 20575.00 –30.4 –39.5 –21.0
KBC Eq (L) NthAmer EUR US EQ LUX 10/03 EUR 570.28 –26.0 –28.6 –9.4
KBC Eq (L) NthAmer USD US EQ LUX 10/03 USD 808.68 –25.8 –28.0 –7.8
KBL Key America EUR US EQ LUX 10/01 EUR 426.88 –27.0 –28.6 NS

KBL Key America USD US EQ LUX 10/01 USD 438.41 –27.4 –28.6 NS
KBL Key East Europe EU EQ LUX 10/02 EUR 2019.21 –40.5 –38.3 –10.0
KBL Key Eur Sm Cie EU EQ LUX 10/02 EUR 897.06 –34.6 –40.4 –15.7
KBL Key Europe EU EQ LUX 10/02 EUR 612.83 –30.6 –34.5 –13.8
KBL Key Far East AS EQ LUX 10/02 USD 1118.80 –41.4 –44.6 –7.2
KBL Key Major Em Mkts GL EQ LUX 10/02 USD 499.27 –46.3 –43.6 –2.1
KBL Key NaturalRes EUR OT EQ LUX 10/01 EUR 453.86 –27.0 –26.0 NS
KBL Key NaturalRes USD OT EQ LUX 10/01 USD 483.51 –30.0 –27.3 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 09/26 USD 47.30 –36.8 –30.9 –2.1
LG Asian Plus AS EQ CYM 09/26 USD 51.43 –39.8 –34.4 0.6
LG Asian SmallerCo's AS EQ BMU 10/03 USD 65.76 –58.6 –60.5 –24.6
LG India EA EQ MUS 09/30 USD 45.21 –51.6 –41.0 –4.2
Siberian Investment Co EE EQ IRL 09/15 USD 35.18 –60.1 –55.2 –22.0

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 10/03 EUR 38.00 –48.0 –57.1 –18.7
MP-TURKEY.SI OT OT SVN 10/03 EUR 30.07 –41.1 –43.3 –9.9

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq EU EQ LVA 10/03 EUR 4.89 –45.5 –47.7 NS
Parex Eastern Europ Bd EU BD LVA 10/03 USD 12.35 –9.7 –8.4 –1.2
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By Kris Hudson

Vacancy rates at U.S. malls and
shopping centers continued their
steep rise in the third quarter as
slumping sales forced retailers to
close stores.

Malls are seeing their highest va-
cancy rate since 2001, according to
data released by real-estate-re-
search firm Reis Inc. For shopping
centers, the rate is the highest since
1994.

In contrast, the U.S. apartment
market remained one of the most
healthy real-estate markets in the
third quarter, benefiting from the
struggling home-sales market.
Many would-be buyers, unable to
get mortgages or worried about the
darkening economy, are renting
apartments instead.

In the top 79 U.S. markets, apart-
ments posted a slight increase in
the vacancy rate to 6.1%, up from 6%
from the previous quarter, and a
rise in rents of roughly half a per-
centage point, according to Reis.
Some see rent increases stalling or
declining in the coming months as
other economic indicators sour. “As
unemployment rises, it will be
harder for these [apartment] com-
panies to push rent in terms of re-
newals and new leases,” said
Michelle Ko, an analyst with UBS Se-
curities LLC.

Shopping centers and apartment
buildings fall into the category of
commercial real estate, which has
fared better in the credit crisis than
residential. Until recently, most
commercial landlords had strug-
gled with the financing drought, but
the fundamentals of their proper-
ties—vacancy rate, rent and ex-
penses—remained healthy.

Now that is changing. In the re-
tail sector, vacancy rates have
climbed and rent increases have
slowed for the past year. The va-
cancy rate at malls in the top 76 U.S.
markets rose to 6.6% in the third
quarter, up from 6.3% in the previ-
ous quarter, to its highest level
since late 2001, according to Reis.

For strip centers and other open-

air shopping venues, the vacancy
rate climbed to 8.4% in the third
quarter from 8.1% in the second
quarter. That marks the highest rate
since 1994, according to Reis. Mean-
while, retailers’ closures outpaced
new leases by 2.8 million square
feet in U.S. strip centers in the third
quarter, the third consecutive quar-
terly net decline. It is the first nine-
month period of so-called negative
net absorption since Reis started
tracking the data in 1980.

The combined vacancy rate for
malls and strip centers in the third
quarter was 8%, up from 7.8% in the
second quarter. Vacancy tends to be
higher in strip centers during eco-
nomic slowdowns because they
have more independent, local ten-
ants, which are more vulnerable to

drops in sales than are the national
retailers found in malls.

Still, the economic slump has
taken its toll on national retailers.
Among those that have closed
stores in recent months are Star-
bucks Corp., Dillard’s Inc. and Lin-
ens ‘n Things Inc. More closures
likely are on tap, as retailers such as
Circuit City Stores Inc. struggle
with dwindling sales.

“Almost every retailer has
slowed their expansion by 50% to
70% for 2008,” said David Brinbrey,
chairman and chief executive of the
Shopping Center Group, an Atlanta
retail brokerage.

Retail landlords are hurt directly
by slumping sales because many of
them have leases that, in addition to
base rent, give them a small portion
of payments based on the tenant’s
sales growth. And retailers feeling
the pinch from the shopping slow-
down increasingly are asking for
rent concessions.

Landlords have little choice but
to give breaks to solid tenants.
“Chances are, if they’re a good mer-
chant, we’re going to work with
them to get them through this bad
time. There’s no reason to have an
empty space,” said Rick Caruso,
chief executive of Caruso Affili-
ated, which owns 10 high-end shop-
ping centers in Southern Califor-
nia.In the apartment sector, the va-
cancy increase has been more grad-
ual. But the scarcity of job opportu-
nities for recent college graduates
has sapped a primary customer
base for apartments, analysts say.
And some people who are losing
their jobs are moving in with fam-
ily and friends.
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By P. Setthasiriphaiboon

American International Group
Inc. said Monday that it plans to
sell stakes in its Thai life-insurance
business and consumer-finance
banking arm, while offloading its
Philippine unit.

AIG is looking for a strategic in-
vestor to hold a minority stake in
Hong Kong-based AIA Holding,
which owns the Thai life-insurance
unit through American Interna-
tional Assurance Hong Kong, said
Thomas White, executive vice presi-
dent of the Thai business.

AIG is also considering selling its
Thai consumer-finance business to
help boost liquidity.

AIG said Friday that it plans to
sell a number of businesses includ-
ing the U.S. domestic life-insurance
operations and American Life Insur-
ance Co., which operates in Japan,
Europe and the Middle East. AIG
also plans to sell units that offer life
insurance in Japan and Taiwan.

At the same time, Philippine
American Life and General Insur-
ance Co., or Philamlife, said AIG has
decided to sell the unit to help pay
off $85 billion in debt to the U.S. gov-
ernment. Last month, the U.S. Fed-
eral Reserve said it would lend the
funds to AIG to skirt bankruptcy, ef-
fectively placing the insurer under
state control.

At least 10 foreign and local
groups have expressed interest in
buying Philamlife, the local insur-
ance firm said Monday.

Philamlife President Jose Cuisia
said that the investor groups in-
cluded private-equity funds, but
didn’t identify any since the expres-
sion of interest was made “in confi-
dence.”

Mr. Cuisia said that Philamlife
doesn’t have a say in who will own it
eventually, adding he doesn’t intend
to lead a management buyout of the
country’s largest life insurer, whose
net worth is nearly $1 billion.

He also sought to assure Philam-
life investors and insurance policy-
holders that their investments with
the company remain safe, noting
that Philamlife has total assets of
170 billion pesos ($3.6 billion).

AIG’s nonlife operations in South-
east Asia aren’t up for sale.
 —Cecilia Yap and Cris Larano

contributed to this article.

Dubai property firm seeks merger advice

U.S. mall vacancies hit 7-year high
Slumping sales force
retailers to retreat;
concessions on rent

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

AIG looks to pare
Asian presence
to pay off debt

Space is available in a Chicago strip mall. The vacancy rate for malls and other
shopping venues rose in the third quarter as weak sales forced store closures.
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By Andrew Critchlow

Real-estate giant Deyaar Devel-
opment PJSC has tapped invest-
ment bankers to advise on a possi-
ble merger with rival Union Proper-
ties PJSC, people familiar with the
situation said, amid signs that a
cooling property market in Dubai is
prompting consolidation.

At least one international bank
has been asked to advise on a possi-
ble alliance, the people said. It isn’t
clear how far the talks have pro-
gressed. A tie-up would be subject
to approval by the Dubai govern-

ment, a major shareholder in both
companies, through affiliates.

A spokeswoman for Dubai-based
Deyaar declined to comment. Union
Properties executives said they
were unaware of the matter.

A deal would create the third-
largest property developer in the
United Arab Emirates, which has
benefited from a red-hot property
market, stoked by today’s high oil
prices. A combined company would
have a market capitalization of 15.9
billion UAE dirhams ($4.33 billion),
according to Sunday’s closing share
prices.

The merger talks follow the
weekend announcement that Is-
lamic mortgage lenders Amlak Fi-
nance PJSC and Tamweel PJSC are
negotiating a merger with the gov-
ernment’s approval.

The prospects for Dubai’s real-es-
tate market have recently been
clouded by a number of factors, in-
cluding tight local and interna-
tional credit markets, rising borrow-
ing costs and softening oil prices.

“Companies in the Gulf are con-
sidering mergers and acquisitions
more, to acquire synergies and im-
prove their performance,” Faisal

Hasan, head of research at Kuwait’s
Global Investment House, told
Zawya Dow Jones.

Developers have also been
squeezed this year by rising prices
of construction materials and labor.
Meanwhile, the government has
launched a number of probes into
some of the city’s top real-estate
and finance firms. Deyaar’s former
chief executive, Zack Shahin, re-
mains behind bars as part of a probe
into possible financial wrongdoing
at the company. He has maintained
his innocence and hasn’t been
charged.
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French, German scientists
share Nobel in medicine

Extradition request sent
to U.K. for ex-oil tycoon

A
NATIONWIDE strike
over rising prices se-
verely disrupted public

transport in Belgium, forcing
the cancellation of all high-
speed-rail services in and
out of the country.

The country’s three main
unions called the strike to de-
mand higher pay amid high
inflation. In Brussels, all
tram services were scrapped
and only a fraction of under-

ground rail and bus services were running, a spokes-
man for public-transport company STIB said. Provin-
cial train services also were hit, and the two main
rail stations in the capital, Brussels Midi and Brus-
sels Central, were closed. Motorways were clogged
as more commuters drove to work. —Roundup

T
HREE EUROPEAN scien-
tists shared the 2008
Nobel Prize in medicine

for separate discoveries of vi-
ruses that cause AIDS and
cervical cancer.

French researchers
Françoise Barre-Sinoussi and
Luc Montagnier were cited
for their discovery of human
immunodeficiency virus, or
HIV. Germany’s Harald zur
Hausen was honored for find-

ing human papilloma viruses that cause cervical can-
cer, the second most common cancer among women

The German doctor and scientist received half of
the 10 million Swedish kronor ($1.4 million) prize,
while the two French researchers shared the other
half. —Associated Press

Independent voters move toward Obama
Financial crisis
benefits Democrats,
new poll indicates

R
USSIA has asked
Britain to extra-
dite a former oil

tycoon who fled after
what he said was se-
vere harassment by
the government, a Rus-
sian official said.

Mikhail Gutseriyev,
the former president of

OAO Russneft, fled the country last year amid what
he said was “unprecedented hounding” from the state,
including a tax-evasion probe. Analysts linked his trou-
bles to a dispute with state-run oil giant Rosneft over
some oil fields. Russia has sent documents to Britain
requesting his extradition, said Igor Tsokolov, spokes-
man for the Interior Ministry’s Investigative Commit-
tee. Russia has unsuccessfully asked Britain to extra-
dite other prominent people.  —Associated Press
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Republican Party officials say they want the U.S. Federal Election Commission to
audit contributions made to the campaign of Sen. Barack Obama.

Republicans seek Obama-funds audit
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No difference/
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Presidential preference How voters feel about each candidate’s 
approach to the financial crisis

Financial-crisis fallout
Barack Obama has widened his lead over John McCain as voters express
greater comfort with the Democrat in dealing with the financial crisis.

Source: WSJ/NBC News telephone poll of 658 
registered voters conducted October 4–5;
margin of error: +/–3.8 percentage points
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ECONOMY & POLITICS

By Laura Meckler

I NDEPENDENT VOTERS are
starting to swing behind Demo-
cratic U.S. presidential candi-

date Barack Obama and his running
mate, Joe Biden, who continue to
benefit politically from economic
turmoil, as well as public response
to their debate performances, ac-
cording to a new Wall Street Jour-
nal/NBC News poll.

Thepoll,conductedovertheweek-
end,wasfullofgoodnewsfortheDem-
ocratic ticket. Sen. Obama increased
his advantage over John McCain on
the question of which candidate vot-
ersprefertohandleeconomicissuesat
at time when a growing percentage of
voters said that was their top concern
headingintotheelection.Morevoters
saidtheyare“morereassured”byhow

Sen. Obama was responding to the fi-
nancial crisis than by Sen. McCain.

Overall, Sens. Obama and Biden
have a six-point lead, with 49% of
registered voters favoring them to
43% for Sen. McCain and Alaska
Gov. Sarah Palin. That is up from a

two-point advantage in the latest
Journal poll, two weeks ago, and re-
flective of other national polls. The
survey has a margin of error of plus
or minus 3.8 percentage points.

“McCain has absorbed a very
tough one-two punch—the financial

crisis, then the debates,” said Neil
Newhouse, a Republican pollster
who conducts the survey with Demo-
cratic pollster Peter D. Hart. “These
two things have clearly led to a mo-
mentum shift in this campaign
where Obama has started to slowly
stretch his lead.”

Still,withamonthtogo,thetopsy-
turvy presidential campaign could
shift yet again. While voters said by a
50%-to-29% margin that they
thought Sens. Obama and Biden did
“abetterjobinthedebates,”twopres-
idential debates remain.

There were cautionary notes for
Sen. Obama. The poll suggests that
the first African-American to win a
major-party nomination could be vul-
nerable to race-based attacks tying
him to unpopular black figures such
as the Rev. Jeremiah Wright, his
former pastor, and Al Sharpton, an
outspoken and controversial figure.

Thirty-five percent of all voters—
and 40% of white voters—said those
connections bother them.

A focus group sponsored by the
Annenberg Public Policy Center con-

ducted last week by Mr. Hart under-
scored the point. Several said they
knew people who wouldn’t support
Sen. Obama because he is black.
“There’s a whole lot more racism
than we know, but they just keep
quiet,” said Bridget Cromer, 56
years old, a Democrat from Chester-
field, Mo. That sentiment was
shared by nine of 12 participants.

The poll, taken just after Con-
gress passed the financial rescue
package Friday, showed that voters
remained divided about the bailout.
While voter anger helped lead to the
bill’s defeat in the House earlier in
the week, the poll, taken after a
week of slumping financial markets,
showed that voters narrowly sup-
ported the package: 40% said they
approved; 38% disapproved.

Independent voters are among
the most important voting blocs be-
cause many of them would consider
voting for either candidate. In the
Journal/NBC poll two weeks ago, in-
dependents favored Sen. McCain by
13 points. The new survey finds Sen.
Obama leading by four points.
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Strike for higher wages
disrupts public transport

By T.W. Farnam

WASHINGTON—Republican
Party officials said they would file a
complaint with the U.S. Federal Elec-
tion Commission on Monday asking
for an audit of Barack Obama’s cam-
paign contributions.

In announcing the move Sunday,
they said they were concerned that
the Democratic presidential candi-
date may be accepting donations
from foreign nationals, and may
also be taking a large number of do-
nations that exceed federal limits
for individuals.

U.S. law prohibits foreign nation-
als from contributing to American
candidates, but campaigns from
both parties have sought money
from Americans living abroad.

The Republican Party cited a
large amount of money coming to
the Democratic presidential candi-
date from overseas, and a small
amount of money that he has re-
turned from foreigners, in explain-

ing their complaint.
The party’s lawyers also pointed

to news reports of foreigners giving
money to Sen. Obama, although the
Obama campaign says it has either
rejected or returned the money.

“We see this as a wide-scale prob-
lem for the Obama campaign,” said
Sean Cairncross, chief counsel for
the Republican National Commit-
tee. “This is more money than has
ever flowed into a presidential cam-
paign.”

Obama campaign spokesman Bill
Burton issued a statement saying
that “no organization is completely
protected from Internet fraud.”

“We constantly review our do-
nors for any issues and…we will con-
tinue to review our fund-raising pro-
cedures to ensure that we are taking
every available step to root out im-
proper contributions,” Mr. Burton
said, adding that the campaign
went beyond requirements when it
voluntarily released the names of
its biggest “bundlers,” individuals

who gather checks from other do-
nors. Sen. McCain’s campaign has
done that and also published a
searchable database of all its con-
tributors.

Because he is opting out of pub-
lic financing for his campaign, Sen.
Obama won’t be subject to an audit
unless the commission votes to ap-
prove an investigation, a move that
is unlikely to come before the No-
vember election.

The Republican National Com-
mittee didn’t provide evidence of
widespread foreign contributions
to the Obama campaign, but said a
few examples were enough to jus-
tify an audit.

In addition to focusing on for-
eign contributors, Republicans also
said Sen. Obama seemed to have a
large number of donors contribut-
ing more than the $2,300 limit. Mr.
Cairncross cited letters that the Fed-
eral Election Commission has sent
to the Obama campaign inquiring
about donors who appear to have ex-

ceeded contribution limits.
The Obama campaign has re-

cently stepped up its controls to
limit foreign money. It has begun
asking for passports at fund-raisers
held overseas and has limited ship-

ments of campaign paraphernalia to
American addresses.

Sen. McCain also recently re-
turned money that his campaign
said may have been gathered by a
foreign national.
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Emerging markets wallop funds
Many hedge investors
apparently missed
the chance to short

By Mark Cobley

And William Hutchings

H EDGE FUNDS focusing on
Russia and China and other
emerging markets have been

unable to avoid the kinds of heavy
losses suffered by mainstream inves-
tors because some long-short man-
agers have lacked the confidence in
the local counterparties with whom
they would take short positions.

The 788 China Fund run by Heri-
tage Fund Management SA of Swit-
zerland was down 78% for the year
to the end of August, according to
its Web site. Over the same period,
the Shanghai Stock Exchange fell
59%. Heritage has not published Sep-
tember figures and didn’t return
calls for comment.

There were also falls in hedge
funds focused on Russia, although
they generally outperformed the
country’s RTS index, which fell 48%
in the first nine months of the year.
By Sept. 12, when the RTS had fallen
19% for the month, Kazimir Part-
ners Ltd.’s Kazimir Russia Growth
had lost 8.3% for the month and was
down 25% for the year to that date,
according to investors.

Moscow’s stock market shut for
two days in the middle of September
after the market had fallen 30% in the
month to date, but the index recov-
ered slightly after trading was recom-
menced on Sept. 19, to a fall of 22%

for the month. By this date, Firebird
Management LLC’s Firebird New Rus-
sia had lost 16% for the month and
33% for the year. In theory, the long-
short funds can profit from the mar-
ket’s fall by shorting stocks, or bet-
ting that they will fall.

“There are a lot of people raising
money on the basis that they are run-
ning a long-short fund, but you can
tell, by the performance, that they
are not shorting,” said Ian Hague, a
partner at Firebird. “The counter-
parties aren’t sufficiently reliable to
do naked shorting, it would be the
last thing I would ever try in a place
like Russia.”

Prosperity Capital Manage-
ment’s Russian Prosperity Fund had
lost 19% for the month to Sept. 19
and 45% for the year, while
Kaltchuga Capital Management’s
Russian equity fund had lost 21% for

the month and 46% for the year to
that date.

“The Russian market was pretty
much held by foreign investors,”
said Alexandre Starinsky, manager
at the Kaltchuga Fund. “These inves-
tors have been selling out of the Rus-
sian market since the beginning of
the year, but more so recently.”

By Sept. 23, with the RTS down
20%, Vontobel Holding AG’s Vonto-
bel Eastern European Fund had lost
15% and was down 37% for the year.
By the next day, with the RTS down
19% for the month, Pharos Financial
Group’s Pharos Russia Fund had lost
9.7% and was down 24% for the year;

Wermuth Asset Management Gm-
bH’s Greater Europe Fund had lost
16% and was down 38% for the year.

“The market got very spooked
and the fact that the Russian econ-
omy will continue to grow for years
to come has been forgotten,” said
Jochen Wermuth, chief investment
officer at Wermuth Asset Manage-
ment. “We have increased exposure
as we feel valuations are getting at-
tractive.”

Other emerging markets have
lost money too and hedge funds
have followed them down, although
they have generally outperformed
the indices.

For the first nine months of
2008, the Bombay Sensex fell 46%
and Brazil’s Bovespa Index dropped
29%. Emerging markets on average
fell 37%, according to MSCI’s index.

In comparison, RAB Capital
PLC’s Emea fund was down 30% for
the year to Sept. 18; Nevsky Capital
LLP’s Nevsky Fund was down 9% to
Sept. 19; GAM Global Emerging Mar-
kets, a fund run by Julius Baer Hold-
ing AG’s GAM asset-management
unit, was down 18% to Sept. 22 and
Gartmore Investment Manage-
ment PLC’s Alphagen Pictor Fund
was down 22% to that date.

Goldman Sachs Asset Manage-
ment’s GS Emerging Markets Oppor-
tunities Fund was up 5.5% for the
year to the end of August. Managers
declined to comment by press time,
unless otherwise stated.
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Pre-downturn spree has
big buyout firms exposed
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A good time to short
Long-short hedge funds have the ability to profit from falling as well as 
rising markets. But many emerging-market hedge funds haven't made good 
on falling markets across the developing world.
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By Paul Hodkinson

And James Mawson

Almost three-quarters of the
$1 trillion in buyouts in the 12
months before the credit bubble
burst were done by just 25 of the big-
gest private-equity firms, handing
many of the largest names in the in-
dustry a heavy exposure to the
downturn.

Investors are worried that the
level of exposure, coupled with the
high prices paid, would make deliv-
ering returns difficult and pose a
challenge to future fund raising. The
25 buyout firms agreed to deals val-
ued at $728 billion between August
2006 and July 2007 out of a global
total of $1 trillion, according to data
provider Dealogic.

The five most active firms—Kohl-
berg Kravis Roberts & Co., Black-
stone Group LP, TPG, Apollo Man-
agement LP and Carlyle Group—
committed $81 billion of equity in
deals worth a total of $386.3 billion
in that period, according to an analy-
sis of the Dealogic data.

The deals were struck in the
12 months before the credit crunch
started last summer. The financial
crisis has since developed into a sus-
tained economic slump that has hit
buyout firms’ abilities to raise debt
for investments and harmed portfo-
lio companies’ balance sheets.

“The majority of those deals

were done because there was cheap
financing available and not because
they were adding anything to the
productive value of the economy,”
said Michael Lewitt, president at in-
vestment-advisory firm Harch Capi-
tal Management. “It will be difficult
for them to get returns, if they get
returns at all.”

KKR topped the list of firms in
terms of the equity it committed to
deals during the period. The com-
pany invested $20.4 billion, accord-
ing to Dealogic estimates of the
amount of equity committed in the
largest 32 buyouts and by estimat-
ing the equity likely to have been
committed on the remaining deals.

By the same measure, Black-
stone agreed to invest $18.1 billion,
though that includes commitments
made by other funds, such as real es-
tate. TPG Capital invested $17.6 bil-
lion, Apollo $14.1 billion and Carlyle
$10.4 billion. In total, the top 25
firms committed $187.3 billion of eq-
uity, representing 26% of deal value.

By Liam Vaughan

Société Générale SA has
named Charles Pierron as chief
country officer for Korea, as the
French bank looks to expand its
presence in emerging markets
amid worsening conditions in do-
mestic markets. Mr. Pierron has
been with the bank for over 30
years and has been chief country
officer for Germany since 2005.

Before that, he had been chief
country officer for Austria. He has
also been an adviser to the French
Ministry of Trade since 1999. He
succeeds Pierre-Yves Grimaud,
who moves on to a new position in
Société Générale’s retail-banking
operations outside France.

Mr. Pierron will be succeeded
by Francis Repka, who was previ-
ously head of the fixed income, cur-
rency and commodity division for
Asia excluding Japan, according
to a statement. Before that, Mr.
Repka was head of global fixed in-
come, emerging markets for So-
ciété Générale’s corporate and in-
vestment banking division from
1993 to 2001.

Mr. Pierron will be based in
Seoul and will report to De Doan
Tran, head of Société Générale’s
corporate- and investment-bank-
ing unit for Asia-Pacific.

SocGen appoints
Pierron as chief
of Korea business

The event builds up on the success of previous year’s Technology for the Sell-Side conference that attracted
more than 100 professionals within the industry. This year Technology for the Sell-Side is even more
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change. We will examine risk and return profiles for the renewable energy sectors as well as recent policies
and tax incentives affecting the industry.
www.efinancialnewsevents.com/conference/green08/

The 3rd Annual European Pensions and Savings Summit will be held at The London Marriott Hotel, Grosvenor
Square, on the 28th - 29th April 2009. This exclusive event for pension funds representatives, trustees and
consultants is a unique opportunity for all the senior industry representatives to meet and discuss the best
solutions for the current challenges facing pension funds in Europe.
For sponsorship opportunities please contact Ifeoma Bosah at ibosah@efinancialnews.com
www.efinancialnewsevents.com/conference/europass09/

Following on from the success in 2008, The India Summit 2009 will be held from 19 – 20 May at The London
Marriott Hotel, Grosvenor Square.

For sponsorship please call Jacqueline Nuttall on +44 (0) 20 7309 7784 or email jnuttall@efinancialnews.com

For more information please view www.efinancialnewsevents.com/conference/indiasummit09/ or contact
Anna on +44 (0) 20 7426 3345 or email akonieczny@efinancialnews.com

Upcoming conferences and seminars; please reserve your places today!!!

Supported by

Special 2 for 1 offer on delegate fees – ends on 10th October 2008

Save 10% if you book by 10th October 2008 – limited places available

Early booking discount offer £595 + VAT extended to 24th October 2008

14th October 2008,
Thomson Reuters
Building, Canary Wharf,
London

5th November 2008,
Hilton Hotel, Frankfurt,
Germany

4th December 2008,
Merchant Taylors' Hall,
London

28 - 29 April 2009,
The London Marriott Hotel,
Grosvenor Square

19 - 20 May 2009,
The London Marriott Hotel,
Grosvenor Square

14th October 2008,
Savoy Place, London

Sponsored by:

Supported by:

Panel Sponsor:

Technology partner:In collaboration with:
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