
Central banks around the
world acted quickly to open a
new front in a widening battle
against the financial crisis—
moving short-term lending
rates down in unison in a bid
to soften a looming global eco-
nomic downturn. Page 1

n The U.K.’s bank rescue may
turn into a model for other
countries struggling to cope
with the credit crisis. Page 1

n European and Asian firms
are announcing cutbacks in re-
sponse to the spreading global
economic crisis. Page 1

n Spanish companies face a lend-
ing crunch, as the nation is likely
to fall from its longest economic
boom in modern times. Page 2

n The U.K. and Netherlands
sought to protect depositors in
Icelandic accounts, and Sweden
said it would lend $703 million
to Kaupthing bank. Page 4

n U.S. stocks swung wildly be-
fore closing 2% lower as inves-
tors digested action by the
world’s central banks. Euro-
pean shares fell. Page 19

n The yen strengthened as in-
vestors sought stability, but ex-
port-driven Japan worried the
rising currency may prolong an
economic slowdown. Page 24

n British Airways is losing
sway in merger talks with Ibe-
ria as its share price falls and
pensions deficit widens. Page 6

Businesses world-wide
suffer from banking crisis

U.K. unveils
wide-ranging
bank bailout

Russia pulled its troops out of
buffer zones around Georgia’s
breakaway regions ahead of a
deadline Friday, paving the
way for EU-brokered talks to
resolve what are likely to be in-
tractable border issues. Page 11

n Ukrainian President Viktor
Yushchenko dissolved Parliament
and called an early election, dash-
ing hopes for the revival of a pro-
Western coalition including
Prime Minister Tymoshenko.

n The global economic outlook
has darkened sharply, with the
financial crisis expected to push
several advanced economies into
recession, the IMF said. Page 4

n McCain called for a $300
billion effort to help U.S. home-
owners in a debate with Obama,
responding to an economic crisis
that has helped his rival. Page 10

n A suicide bomber detonated
explosives in Iraq’s Diyala prov-
ince, killing 11 people. An Iraqi
archbishop expressed concern
over Christians killed in Mosul.

n U.S. airstrikes in Afghanistan
on Aug. 22 killed 30 civilians,
far more than the five to seven
that the military previously ac-
knowledged, U.S. officials said.

n A Yeti Airlines plane crashed
as it tried to land in fog at an
airport near Mount Everest, kill-
ing 18, including 16 tourists from
Germany, Australia and Nepal.

n Japan’s Osamu Shimomura
and Martin Chalfie and Roger
Tsien of the U.S. won the Nobel
Prize in chemistry for discov-
ery of a revolutionary protein.

n South Africa’s ex-defense
minister threatened to split the
ruling ANC after last month’s
ouster of ex-President Mbeki.

Central banks cut rates in global action
Emergency move
aims to quell crisis;
markets stay volatile

Editorial&Opinion

The world’s central banks
opened a new front in a widening
battle against the financial crisis—
moving short-term lending rates
down in unison to soften a looming

global economic downturn.
The move came together in just

the past few days. As the U.S. Fed-
eral Reserve planned to rescue the
damaged U.S. commercial paper
market and governments across Eu-

rope scrambled to address a series
of European bank failures, the heads
of the Fed, the European Central
Bank and the Bank of England began
a series of telephone discussions
about a coordinated attack on inter-
est rates.

They came together in a confer-
ence call early Tuesday morning
U.S. time when Ben Bernanke,
Mervyn King and Jean-Claude
Trichet, the heads of the Fed, BOE
and ECB respectively, agreed to
move together and issue a state-
ment acknowledging that the crisis
had become a growing threat to eco-
nomic growth and that inflation
pressures were moderating.

Mark Carney, governor of the
Bank of Canada, joined in the call
with plans to cut, too. Masaaki
Shirakawa, head of the Bank of Ja-

Please turn to page 31

Bohemia Crystalex Trading AS
sold crystal glasses and bowls
through the Great Depression and
two world wars. The credit crunch fi-

nally pushed the Czech company
over the edge.

Crystalex, one of the world’s larg-

est glassmakers, filed for bank-
ruptcy protection last week, an early
European casualty of the U.S.-ex-
ported financial crisis that is now hit-
ting businesses across the globe.

Volvo Cars, a Ford Motor Co. unit
based in Gothenburg, Sweden, on
Wednesday announced 3,300 lay-
offs; Wal-Mart Stores Inc.’s Japan
unit said last week that it is closing
20 stores. Ireland’s Aer Lingus
Group PLC decided Friday to replace
hundreds of Irish flight attendants

Please turn to page 31

Britain shows the way
London’s plan to inject capital
into its banks is the most
sensible step yet. Page 13

LONDON—U.K. banks and regula-
tors, having hammered out an all-
night rescue plan, are gambling it
will be enough to increase stock
prices and reignite a frozen bank
lending market.

The Treasury announced three
key measures for its banking sys-

tem. To shore up banks’ finances, it
will spend as much as £50 billion
($87.4 billion) on stakes in the
banks. To help banks borrow the
money they need to do business, it
will guarantee up to £250 billion in
bank debts. And to help banks find a
home for hard-to-sell securities, it
will add at least £100 billion to a fa-
cility that allows banks to swap
those securities for government
bonds.

The plan goes further than other
government efforts, such as the
$700 billion bailout package re-
cently approved in the U.S., by ad-
dressing a number of problems at
once: banks’ capital needs, frozen
lending markets, and an overhang
of toxic assets.

“I really regard this as one of the
most significant positive develop-
ments I’ve seen in this cycle so far,”
says Hans Lorenzen, an analyst at

Please turn to back page
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What’s News—
Business & Finance World-Wide

By Leos Rousek in Prague,
Daniel Michaels in Brussels,
Edward Taylor in Frankfurt,
Andrew Osborn in Moscow and
Sky Canaves in Hong Kong

By Sara Schaefer Munoz,
Dana Cimilluca
and Carrick Mollenkamp
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*Target range     †As of 3:30 p.m.                               Sources: Thomson Reuters Datastream; People’s Bank of China; WSJ Market Data Group
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Going lower Central banks world-wide cut interest rates, hoping that market turmoil would ease...

... but despite these
efforts, many stock-
market indexes across
the globe dropped
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Joellen Perry in Frankfurt and
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Money & Investing > Page 19

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 9258.10 -189.01 -2.00
Nasdaq 1740.33 -14.55 -0.83
DJ Stoxx 600 226.31 -14.41 -5.99
FTSE 100 4366.69 -238.53 -5.18
DAX 5013.62 -313.01 -5.88
CAC 40 3496.89 -235.33 -6.31

Euro $1.3654+0.0003 +0.02
Nymex crude $88.95 -1.11 -1.23
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Shareholders in British
banks can take cold comfort
that the U.K. government’s
massive bailout plan for the
industry didn’t involve a
full-blown nationalization.
But that’s about it. The bail-
out plan is unlikely to re-
store much of the value
wiped from their shares in
recent months.

By offering as much as
£50 billion ($87.4 billion) in
government money to shore
up the balance sheets of the
most rickety banks like
Royal Bank of Scotland
Group and HBOS, as well as
providing short-term liquid-
ity and guaranteeing debt,
the U.K. authorities have
pretty much secured the
banks’ futures as going con-
cerns. The £250 billion gov-
ernment guarantee of short-
to medium-term bank debt
is three times the U.K. sec-
tor’s annual refinancing
needs.

That is a good deal for
shareholders, even if any
cash available to them gets
sapped for a long time by
interest payments to the
government’s preferred
shares. After all, some of
the banks’ very ability to
survive was looking ques-
tionable. They should have
long ago slashed dividends
anyway to preserve capital.
And there could be worse
problems to come. Even
with the government cash
infusion, British banks will
remain among the world’s
most leveraged.

The drastic action of re-
cent days from the U.K. and

other authorities, coupled
with coordinated rate cuts
from the world’s main cen-
tral banks, may help save
the global financial system
from collapse. The moves
will still fall short of pre-
venting recession in the
U.S. and Europe.

So there’s every chance
the most needy British
banks will have to raise
more capital once they feel
the full impact of the eco-
nomic slowdown on income
and the quality of their loan
books.

According to J.P. Mor-
gan, every 10% fall in U.K.
house prices triggers a 3%
rise in the capital a bank
has to set aside. A 10% rise
in corporate loans falling
into arrears requires an 8%
increase. The £50 billion of
taxpayers’ money on the ta-
ble is equivalent to only a
3.5% chunk of the combined

Tier 1 capital of Barclays,
Lloyds TSB Group—which
is taking over HBOS—and
RBS.

The government is also
likely to insist on write-
downs on outstanding toxic
assets. Barclays and RBS
have billions of pounds of
residual exposure to the
U.S. and U.K. residential
mortgage assets.

The U.K. government
looks to have provided the
sort of protection the Brit-
ish banks’ creditors were
seeking, but it could yet be
on the hook for more
money before the crisis
ends. After all, Bank of
America this week demon-
strated that even the
world’s stronger banks have
their work cut out to issue
more equity to public mar-
ket investors in this environ-
ment.

—Arindam Nag

At some point in every
crisis, cash becomes king.

Markets are there now
as investors around the
world sell whatever they
can to raise cash. And once
they have cash, they are sit-
ting on it.

For how long is anyone’s
guess. Eventually, investors
will worry about yield
again. At the moment,
though, they are more con-
cerned with capital preser-
vation. Even Wednesday’s
coordinated interest-rate
cuts by central banks won’t
change that—hence the
stock markets’ uncertain re-

action to the moves.
Granted, the cuts could

eventually help counter de-
flationary trends. But they
aren’t enough to forestall
the economic downturn
that has investors rethink-
ing valuations for all stocks.

Right now, investors
have the added fear of
worst-case scenarios from
the banking crisis, which is
causing some indiscrimi-
nate selling. They aren’t
likely to start refocusing on
valuations, or yield, until
banks have regained some
poise and the chance of a
systemic collapse has dissi-

pated.
With that in mind, the

London interbank offered
rate and the difference be-
tween commercial paper
and expected Fed funds
rates will be the gauges to
watch to see if market
plumbing is unclogging.

Once it does, investors
can start to think about
parting with cash. That will
mark the point where mar-
kets, or at least certain
beaten down sectors, can
begin to rebound or at least
pull out of free fall.

Until then, cash rules.
 —David Reilly

Hirst’s auction aside, art has problems

Love of cash is stronger than rate cuts

Brit artist Damien Hirst
is even more of a maverick
than Sarah Palin.

Like the feisty vice presi-
dential candidate, Mr.
Hirst’s carefully cultivated
outsider image is central to
his appeal, fueling the
record auction of his works
at Sotheby’s in London last
month.

He is also a clever mar-
keter, with many works
priced relatively cheaply to
appeal to the art market’s
Joe Six-Packs.

As with Manhattan apart-
ments, art has defied grav-
ity this year. The Mei Moses
Semi-Annual All Art index
enjoyed a return of 7.4% in
the year ending June. Equi-
ties also did that for a
while, peaking several
months into the credit cri-
sis, before slumping.

Michael Moses, co-
founder of Artasanasset.
com, reckons art typically
lags stock markets by any-
where between six and 18
months.

Upfront recognition of
art’s inherent illiquidity by
dedicated investors may re-
duce the risk of fire sales (if
only we could say the same
for homeowners).

Similar to other alterna-
tive asset classes, though,
art’s stellar outperformance
in the past five years—buck-
ing the long-term trend—
looks anomalous.

That art price volatility
was actually lower than
that of more liquid equities
in recent years, points to
the central role of cheap
money in greasing momen-
tum.

Other “structural” argu-
ments are now revealing
themselves as being ephem-
eral. Disappointing Sothe-
by’s auctions this week in
Hong Kong suggest Asian
buyers are less decoupled
from Americans than was
previously thought.

As wealth evaporates
and a premium is placed on
liquidity, prices will suffer.
Wall Street’s problems, rip-
pling elsewhere, will hurt
Manhattan property and art
alike.

Even Mr. Hirst did not
manage to sell everything
last month, most notably
two glass boxes containing
empty desks and office
chairs. Presumably, that
was too close to home for
many would-be connois-
seurs.
 —Liam Denning

U.K. unveils wide-ranging bank-rescue plan

No rest for U.K. banks

Citigroup Inc. “We hope we will see
more of this in the other countries.”

In France and Germany, bankers,
worrying that British banks will
now have a competitive advantage,
were already putting pressure on
government officials to follow Brit-
ain’s example.

But at first, markets reacted neg-
atively to the plan, which was
rushed through in meetings late
Tuesday night. Some details still
aren’t clear, such as how each bank
would participate. Banks’ share
prices gyrated Wednesday, as inves-
tors guessed which institutions
would be most likely to sell stakes to
the government—a move that
would dilute existing shareholders.

Royal Bank of Scotland Group
PLC and Barclays PLC said they
would participate in at least some of
the measures, but declined to pro-
vide details. Lloyds TSB Group PLC,
which is in the process of taking
over mortgage lender HBOS PLC,
said it was still assessing the plan.

Using a carrot-and-stick ap-
proach, the government will require
banks to set aside more capital if
they want to participate in the guar-
antee plan. Banks could also be sub-
ject to government oversight of
their dividends and executive com-
pensation. If the banks can’t raise
capital from private investors, the
government will offer to take stakes

in them at a not-yet-determined
price. As a result, the entire sys-
tem’s Tier 1 capital ratio, a key mea-
sure of financial resilience, will rise.

Barclays President Robert E. Dia-
mond Jr. said he wants to see cash
flowing in critical corners of the
bank funding markets. “People have
to have confidence in the clearing

system,” Mr. Diamond said.
Three banks, Standard Char-

tered PLC, HSBC Holdings PLC, and
Banco Santander SA’s Abbey unit,
said they had no plans to tap the re-
capitalization plan because they
don’t need it. But in a move to boost
confidence, HSBC said it would lend
about £2 billion to other banks for

periods of three to six months. In re-
cent weeks, banks have been unwill-
ing to lend to each other for periods
of more than a day.

By late Wednesday afternoon, in
one sign that the plan was fueling
market confidence, the cost of insur-
ing against bank default decreased.
The cost of five-year default protec-
tion on Œ10 million ($13.6 million) of
RBS debt fell to Œ220,000 annually
Wednesday from Œ293,000 on Tues-
day. The cost for Barclays fell to
Œ130,000 from Œ200,000.

While shares of some banks shot
up on news of the plan, RBS stock
rose and then fell back to close up 1%
at 90.70 pence, and Barclays shares
closed down 2% at 278.25 pence, sig-
naling that investors see them as
likely to require a capital injection.
HBOS closed up 24% at 117 pence.

A government bailout would be a
blow to RBS Chief Executive Fred
Goodwin, who raised capital earlier
this year and stretched finances by
taking part in last year’s acquisition
of ABN Amro Holding NV.

His bank’s shares have been bat-
tered after a credit downgrade and
worries the ABN business was
weighing on its balance sheet. A
bank spokeswoman said the board
supports Mr. Goodwin and Chair-
man Tom McKillop.
 —Marcus Walker in Berlin

and David Gauthier-Villars
in Paris contributed to this article.

Continued from first page

*Announced earlier
Sources: Deutsche Bank (U.S.); U.K. Treasury                                                     

Dueling plans

n Any financial institution eligible, 
excluding central banks and 
foreign-government entities

n Authorizes Treasury to buy or 
insure $700 billion of troubled 
assets, including mortgages   

n Government can take common- or 
preferred-share stakes in banks via 
warrants

n Banks using the program over a 
certain threshold are held to
executive pay limits

n FDIC deposit-insurance limits
temporarily increased to $250,000 
from $100,000

n Includes homeowner assistance
and foreclosure mitigation

n Eight banks included; more—any 
with "substantial business in the 
U.K."—may join

n £25 billion ($44 billion) to
    £50 billion ($87 billion) in share 

investments in the banks by the
government

n Guarantee raised on consumer 
bank deposits to £50,000*

n £250 billion ($340 billion) 
guarantee on short- and 
medium-term debt issuance to help 
refinance maturing debt

n At least £100 billion more made 
available under the Special 
Liquidity Scheme allowing banks to
swap hard-to-sell securities for 
government bonds

U.S. (Emergency Economic
Stabilization Act of 2008) 

U.K. (No formal name)
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A woman passes an
electronic display
screen showing the 
financial markets
indicator in London
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Wipro ............................. 6
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Crisis batters car sales in Spain
Severe drop in loans
points to harsh end
to economic boom
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By Jonathan House

ALCORCON, Spain—Slack busi-
ness at a suburban car dealership
shows how financial troubles are
hurting Spain’s economy.

For nearly a decade, Conceve
SA, a large Renault SA dealer out-
side Madrid, enjoyed buoyant
sales in the euro zone’s most suc-
cessful large economy. But most of
those sales came from borrowed
money.

These past few months, a lend-
ing crunch has hit Spanish busi-
ness. Banks and Renault’s financ-
ing unit are turning down around
half of the financing applications
forwarded by the dealership. The
result: Conceve’s sales fell more
than 30% in the first nine months
of this year from the 2007 period.

“Their credit-scoring pro-
cesses have gotten a lot more strin-
gent,” says General Manager Pal-
oma Serrano. “They say they’re
worried about a rise in nonpay-
ments.”

Such clampdowns on lending
are a big reason why Spain is likely
to fall from its longest economic
boom in modern times to a down-
turn even worse than in the rest of
Europe.

Spain enjoyed average annual
gross domestic product growth of
3.75% for more than a decade, but
it funded this with huge inflows of
money from other countries. To-
day, Spain has a deficit in its cur-
rent account—a measure of the dif-
ference between savings and in-
vestment—second only to that of
the U.S.

The foreign funds are drying up
amid the world’s banking troubles
and fears that Spain might have
borrowed too much. In response,
Spain on Tuesday became the first
European country to implement a
U.S.-style package to boost lend-
ing. It will spend up to Œ50 billion
($67.6 billion), or around 5% of
GDP, to buy financial assets from
banks to give them more funds to
lend.

Relative to the size of the econo-
mies, the effort is similar in scale
to the $700 billion plan the U.S. ap-
proved last week.

Still, economists warn that
Spain could be in a slump for a cou-
ple of years, and even then not re-
turn to previous growth rates. The
Spanish economy will contract by
0.7% in 2009, while the euro zone
as a whole will expand 0.6%, fore-
casts Dominic Bryant, economist
at BNP Paribas.

“Other European countries are
experiencing a sharp cyclical slow-
down,” says Mr. Bryant. “In Spain
you have this, plus a structural ad-
justment of its imbalances.”

Spain attracted outside funds
after it prepared to adopt the euro
in 1999. Adoption of the common
currency required adherence to
rules on economic stability, and re-
moved worries about a plunge in
the country’s currency. In addi-
tion, following a banking crisis in
the early 1990s, Spain had forced
banks to build up large reserves
against losses. The capital inflows
let Spanish households and corpo-
rations take on big debts, and
helped to finance a construction
boom.

International investors have be-
come concerned by this accumula-
tion of borrowings, and are now
charging much higher interest

rates to Spain’s government,
banks and corporations. As a re-
sult, says Juan Ramon Quintas,
head of Spanish savings bank asso-
ciation CECA, “the funds we have
available for lending are now lim-
ited to the savings of Spanish de-
positors.”

That has slashed banks’ lending
even to some big corporations.
Spanish bank lending grew just 8%
in July over the previous year, and
is barely rising on a month-to-
month basis. It had risen 12% at
the end of 2007, over the previous
year, and 19% at the end of 2006.
That means the credit crunch is
squeezing Spanish business, be-
fore it hits the rest of Europe.

“Spain is viewed as a country
that needs financing and so is seen
as riskier,” said Fernando Casado,
head of the Family Business Insti-
tute, a group that includes many
Spanish blue-chip companies.

The first to suffer credit restric-
tions was the home-building sec-
tor. After building 600,000 homes
in 2006—more than Germany,
France, the U.K. and Italy com-
bined—industry officials forecast
Spain will build just 200,000 this
year. Because construction ac-
counts for a large share of eco-
nomic output, this fall pushed un-
employment to 11.3% in Septem-
ber, the highest in the euro zone.

The pain is spreading. SEAT SA,
a unit of German car maker Volks-
wagen AG, announced Friday the
temporary layoff of 750 workers.
Ford Motor Co. and General Mo-
tors Corp. announced cuts at their
Spanish plants last month.

On a recent morning, Conceve’s
15,000-square-meter lot in Alcor-
con, south of the Spanish capital,
was packed with rows of shiny new
cars. The cavernous interior of
Conceve’s indoor showroom was
largely silent. Salespeople and
their managers gathered in glass-
walled offices lining the perime-
ter.

No customers were visible. Ms.
Serrano said the credit crunch has
left only customers who really
need a new car. “We have a brand
[in Renault] that has been a mar-
ket leader in Spain for many years,
so we have a lot of cars out there to
service,” she said. “This crisis has
a financial origin and 75% of the
cars we sell need financing.”
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Headed for a hard landing
Spain's sharp economic downturn has
spread from the construction sector
to other businesses, such as sales from
this car lot outside of Madrid, right.

Annual gross-domestic-product growth:

Sources: Spanish Statistics Institute (1998-2007);
International Monetary Fund (2008, 2009 forecasts) Jo
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By Moming Zhou

NEW YORK—Citing extraordi-
nary demand, the U.S. Mint has
broadened its freeze on sales of gold
bullion coins, as individual inves-
tors who are priced out of the fu-
tures markets have been piling up
their holdings of the metal as a
hedge against market uncertainty.

“Due to the extreme fluctuating
market conditions for 2008, as well
as current market conditions, gold
and silver demand is unprecedented
and the demand for platinum is un-
usually high,” the Mint said in a
memorandum late Monday, re-
leased to its authorized purchasers.

The Mint added in the memo
that it’s halting the production and
sales of several gold and platinum
coins while putting a few other
coins under allocation sales. The
move came after the Mint halted
sales of two other coins in Septem-
ber and August.

Investors tend to snap up gold as
the final tangible asset when the
economy falls into turmoil. Some
gold dealers said they have seen un-
precedented demand for coins and
bars as the financial crisis on Wall
Street and Europe intensified wor-
ries about a global slowdown.

While the bulk of the
160,000-ton above-ground gold
stock (about 5.1 billion ounces) is
used in jewelry and the electronics
industry, about 16% is held by inves-
tors for pure investment purposes,
according to the World Gold Coun-
cil. The gold investment market,
however, is dominated by big institu-
tions, which trade with one another
directly in large orders through
over-the-counter markets.

Gold is also traded through fu-
tures contracts in New York, Tokyo
and a few other places. Futures trad-
ing, however, requires quite a bit of
capital. One futures contract on the
Comex division of the New York Mer-
cantile Exchange, for example, rep-
resents 100 ounces of gold, or about
$88,000 in current prices.

Gold coins provide an easier
channel for individual or “retail” in-
vestors, who can buy coins through
dealers online, much like buying a
book at Amazon.com.

U.S. Mint widens
freeze on selling
gold bullion coins
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Central banks cut rates in concerted world-wide action

with American ones, who are
cheaper to employ. “The real issue is
deteriorating consumer confidence
and demand,” says Aer Lingus Corpo-
rate Affairs Director Enda Corneille.

There is a key difference be-
tween the downturn in the U.S. and
those in Europe and Asia. In the
U.S., the root of the economic trou-
bles was the implosion of mortgage-
related assets. This triggered a fall
in some home prices, reducing their
owners’ wealth, and is also slashing
the wealth and incomes of people
who work in the financial industry.

By contrast, Europe and Asia
have suffered months of battered
consumer confidence, caused
largely by fears of inflation and, in
Europe, by stagnant salaries. The fi-
nancial crisis and related stock-mar-
ket tumbles in countries from Japan
to Russia to France are now further
damaging consumer sentiment.

In Russia, loan-hungry real-es-
tate developers and construction
companies have been the first to
feel the pain in the real economy,
prompting the Association of Rus-
sian Builders to issue an emotional
letter to the media Wednesday com-
plaining that banks weren’t disburs-
ing mortgages. “That means people
will not be able to improve their liv-
ing conditions, create new families,
or give birth to children,” it said.

Russia’s real-estate woes are
also rippling to other sectors; truck
and auto maker OAO Gaz, for exam-
ple, halted work for four days at a
factory this week and is moving to a
more “flexible” production regime.

In Germany, exporters face
leaner times after being the driving
force behind the country’s recent
economic upswing. In France, the
problem is internal consumption,
with people crimping—particularly

on nonessential spending.
Beignets de France, which makes

doughnuts for French supermarket
chain Carrefour SA, recently cut the
number of doughnuts in each of its
packets from five to four in order to
keep the price below the “psychologi-
cally important” Œ5 ($6.81) level, says
Jean-Paul Lé, who runs Beignet. “Our
product is not a necessity, he says.

There are notable exceptions.
The Middle East’s small and excit-
able stock markets have crashed as
hard as bourses elsewhere, and re-
gional banks have slowed lending
and increased borrowing costs. But
for many of the region’s government-
backed firms, it is business as usual.
Nakheel, a Dubai-government-
backed property developer, for exam-
ple, unveiled plans Sunday for a one-
kilometer-tall skyscraper in Dubai.

China’s stock market has spi-
raled, and property prices appear in-
creasingly headed for a fall, prompt-
ing some concern of possible pull-
backs by multinational companies.
Still, China’s real economy so far
seems insulated from global woes,
and many companies and consum-
ers are still spending big.

Next week, at Shanghai’s “Mil-
lionaire Fair,” Italian bed maker
Magniflex Spa hopes to entice buy-
ers with a mattress sewn with
22-carat gold and priced at $24,000.
(The pillows are $1,000.)

Chinese e-commerce giant Ali-
baba Group Holding Ltd. said
Wednesday that it plans to invest five
billion yuan (US$733.7 million) in its
wholly owned online-shopping site
Taobao.com over the next five years.

“This is the best time to expand, as
competitors start to pull back,” said
Chief Financial Officer Joseph Tsai.

Across the world, the industry
that seems to be the hardest-hit—
other than the financial sector—is

car making. Even premium-car mak-
ers, which generally feel less of an im-
pact from a slump in general demand
than volume manufacturers, are fac-
ing trouble and cutting output.

The cuts by Volvo come after the
car maker had already cut 2000 jobs
in June. Most of the new layoffs will
occur in Sweden, the company said.

High-end auto maker BMW AG
also on Wednesday said auto sales had
fallen 14.6% in September when com-
pared to the year-earlier period. The
company said it was keeping the “op-
tion open” of further cutting produc-
tion, after it had in August announced
a reduction in annual production of be-
tween 20,000 and 25,000 cars.

General Motors Corp.’s Opel and
Volkswagen AG’s Spanish unit, Seat,
are also cutting output, with Seat say-
ing last week that it would lay off 750
temporary workers. Japan’s Toyota
Motor Corp. is scaling back produc-
tion and cutting back on its tempo-
rary employees, as well. In March, Toy-
ota had 8,800 temporary workers; it
had 6,800 by the end of last month.

Trouble in the auto sector could
have wide ripple effects.

Management at German automo-
tive-parts giant Continental AG re-
cently asked the investment bank Per-
ella Weinberg to explore a range of
options, including whether it would
make sense to sell its large tire and
rubber businesses should business
conditions deteriorate, according to
a person familiar with the matter.

A Continental spokesman said
the company doesn’t have any financ-
ing problems and that no invest-
ments have been put on hold.

Airlines are also feeling the pinch.
Highly profitable German carrier
Deutsche Lufthansa AG this summer
implemented a plan to cut daily over-
head expenses by more than 10%, in-
cluding through a hiring freeze and

limits on staff travel.
Though the current retreat in fuel

prices has taken some pressure off
carriers, the broader economic crisis
is shrinking traffic volumes, so air-
lines are suffering at least as much as
before. Included in a new round of
cost cuts approved by Aer Lingus—
the airline hopes to slash some Œ74
million annually—are a pay freeze, a
renegotiation of airport charges and
outsourcing of ground handling ser-
vices at Dublin and Shannon airports.

Replacing cabin staff on several
U.S. routes with American flight at-
tendants hired in New York, Boston
and San Francisco is expected to con-
tribute to reducing staff costs by
about Œ50 million because U.S.
cabin staff are paid by the number
of hours they work, while Aer Lin-
gus’s Irish staffers are paid a fixed
salary regardless of the hours
worked, says Mr. Corneille, the air-
line’s corporate-affairs director.

Across industries, spending on

information technology is also be-
ing reviewed, and the cutbacks
could affect technology companies
world-wide such as SAP AG, Oracle
Corp., Microsoft Corp, and Interna-
tional Business Machines Corp.

SAP has already introduced a hir-
ing freeze and warned investors on
Monday that it wouldn’t make third-
quarter sales targets because of a drop
in orders over the past two weeks.

Crystalex, the Czech glassmaker,
started having problems well before
the financial crisis. The company, a
closely held parent holding com-
pany of five major Czech glassmak-
ers, exports 90% of its glassware,
and the weakening U.S. currency,
has hit the Czech company hard.

 —Mike Esterl in Germany, Chip
Cummins in Dubai, Leila Abboud

in Paris, James Areddy in
Shanghai, Max Colchester in Paris

and John Murphy and
Hiroko Tabuchi in Tokyo

contributed to this article.

Continued from first page

Bank crisis hits businesses world-wide

An employee going off shift sheds his overalls outside the Volvo Cars
manufacturing plant in Goteborg, Sweden, Wednesday.
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pan, listened in, unprepared to
move because Japanese rates are al-
ready very low. Central banks from
Switzerland and Sweden joined in,
as did the People’s Bank of China,
acting on its own.

The Fed moved its federal-funds
rate down half a percentage point to
1.5%. Other central banks also
moved in half-point increments.

U.S. stocks rallied on the move,
but it remains a perilous moment
for the world’s financial system.

In just the past week, the U.S. has
approved a plan to spend as much as
$700 billion to buy risky assets from
banks, agreed to lend directly to a
wide range of U.S. companies
through the commercial-paper mar-
ket and massively increased the
amount of cash it is prepared to
flood into the financial system.

The U.K. government has an-
nounced plans to inject billions of
pounds into some of the U.K.’s largest
financial institutions, and other Euro-
pean governments have offered to
broaden guarantees of bank debt.

Yet financial markets have
reeled through most of it.

Fed officials hope the coordi-
nated action will provide a shot of
confidence to banks and financial
markets.

“Monetary policy by itself can’t
solve the problems in credit markets,
but it has a very important role to play
in any case,” said Frederic Mishkin, a
Columbia University economics pro-
fessor and former Fed governor.

The interest-rate move was the
most dramatic in a series of recent

coordinated steps by central banks
across the globe. In just the past few
weeks, the Fed and central banks in
Europe and Asia have also created
new facilities that allow them to
pump needed dollars to markets out-
side the U.S. outside of normal trad-
ing hours.

The rate cuts marked the first
time central banks across the Atlan-
tic have coordinated on interest rate
policy since just after the Sept. 11,
2001, terror attacks in the U.S. Then,
the ECB joined the Fed in a half per-
centage-point cut on Sept. 17; the
Bank of England followed a day later
with a quarter percentage-point cut.

Many investors are expecting
more rate cuts in the U.S. and Eu-
rope in the months ahead, but much
depends on how markets behave.

For the European Central Bank,
which as recently as July was con-
cerned enough about inflation to
raise its key rate to 4.25% from 4%
despite signs the euro-zone econ-
omy was heading into recession, the
mounting market turmoil has
prompted a fast turnaround.

Unlike the Fed, which is charged
both with supporting growth and
controlling inflation, the ECB’s sin-
gle mandate is keeping euro-zone
prices steady. Inflation in the 15
countries that share the euro, an
economy second in size only to the
U.S., was 3.6% in September, well
above the central bank’s preferred
range of just below 2%.

Mr. Trichet set the stage for a co-
ordinated action last week, when he
acknowledged that the intensifying
market turmoil had changed policy

makers’ calculus radically. At the
ECB’s meeting last Thursday, which
came on the heels of four dramatic
European bank rescues by six differ-
ent governments, policy makers ac-
knowledged that the euro-zone
economy would be hit harder by the
market turmoil than expected and
that sharply slower growth would
drag inflation down with it.

Mr. Trichet said in a press confer-
ence following the meeting that the
ECB’s 21-member Governing Coun-
cil had discussed an immediate in-
terest-rate cut but ultimately de-
cided to keep its key rate on hold at
4.25%. In a change from the bank’s
habit of clearly signaling its moves a
month in advance and offering a
hint that policy makers could move
before the next scheduled meeting
on Nov. 6, Mr. Trichet stressed that
“we are free to act at any time.”

A coordinated cut with other cen-
tral banks wasn’t discussed formally
at the Governing Council’s Thursday
meeting. But some policy makers pri-
vately considered it an option. Some
policy makers left the meeting believ-
ing the deteriorating economic and fi-
nancial-market situation warranted
a half-percentage-point cut, rather
than the bank’s more typical quarter-
percentage-point move.

With the ECB’s admission that it
was considering a cut, the world’s
major central banks were already
moving in sync, signaling rates glo-
bally were headed lower.

Late Tuesday night, with Euro-
pean governments still grappling
for solutions to the crisis increas-
ingly taking hold across the conti-

nent, the Governing Council con-
vened by teleconference call and
agreed to take part in the global rate-
cut sweep. Negotiations over the
size of the cut and the timing of the
announcement—which came at 1
p.m., well into Europe’s trading day—
went past 11 p.m. The cut took the
ECB’s key rate from 4.25% to 3.75%.

Meantime, Mr. Bernanke set out
to get his own message out, telling
an audience of economists at the Na-
tional Association for Business Eco-
nomics Tuesday afternoon that the
economic outlook had worsened
and that the Fed would have to look
at its interest-rate options.

The U.S. central bank hadn’t
moved rates since April, when it
pushed them down to 2%. At 1.5%,
they have now fallen substantially
from 5.25% in September 2007.

The U.S. Federal Open Market
Committee convened Tuesday after-
noon at 5.30 to put its seal of ap-
proval on the decision. The vote was
unanimous.

Separately, in another in a series
of moves designed to keep funds
flowing through frozen interbank
lending markets, the ECB’s Govern-
ing Council decided in teleconfer-
ence Wednesday morning to make it
cheaper for commercial banks to
borrow directly from the central
bank. Typically, banks can borrow
overnight funds directly from the
central bank at a rate that is a full
percentage point above the policy
rate. But Wednesday’s decision low-
ered that margin to a half-percent-
age point, making it easier for strug-
gling banks to get funds directly

from the central bank.
With the U.K. housing market in

freefall and London’s crucial fi-
nance sector struggling, the Bank of
England had been expected to cut
its key rate at its scheduled meeting
on Thursday. The bank’s nine-mem-
ber Monetary Policy Committee,
which typically would have begun a
two-day meeting on Wednesday af-
ternoon in the central bank’s stately
headquarters in center-city London,
moved its in-person confab up to
Wednesday morning and decided to
cut its key rate to 4.5% from 5% as
part of the global sweep.

The U.K. central bank’s decision
was independent of the U.K. govern-
ment’s sweeping plan to invest in
some of the country’s largest financial
institutions in an effort to recapitalize
the industry and encourage banks to
resume lending to consumers and
businesses. A Bank of England spokes-
person said Wednesday that “the deci-
sion to cut interest rates was made en-
tirely independently and in the usual
way.” The central bank informed
Prime Minister Gordon Brown min-
utes before the announcement was
made public at noon U.K. time.

Many economists expect both the
ECB and the Bank of England to fol-
low Wednesday’s cuts with further
half-percentage-point cuts at their
next scheduled meetings in Novem-
ber, if not before. Declining to rule
out the possibility of further coordi-
nated cuts in an interview with
Bloomberg television Wednesday,
Mr. Trichet said “we’re taking deci-
sions...to inspire confidence in a dura-
ble fashion. We gave a clear demon-
stration of an intimate cooperation.”

Continued from first page
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G-7’s moves are limited
Taxes and spending
hard to coordinate;
low ‘fiscal solidarity’

Morgan Stanley says deal
on track as its stock falls

After coordinated interest-rate
cuts by central banks on Wednes-
day, governments from the Group of
Seven leading industrialized econo-
mies are under pressure to take simi-
larly decisive joint action to stem
the unfolding global financial crisis
when they meet later this week.

The ability of governments to de-
liver more than long-term goals and

rhetoric when they meet in Washing-
ton on Friday, however, is likely to
be limited, analysts say.

White House spokeswoman
Dana Perino predicted that the G-7
meeting will “help make sure every-
body is on the same page as we
move forward since we’re all so in-

terconnected now.” In theory, G-7
ministers could vow jointly to match
the central banks’ shifts in mone-
tary policy with fiscal action, pump-
ing up their economies with a boost
in government spending or tax cuts,
or infusing capital into their banks.

But while it is relatively simple
for central banks to cut interest
rates together, it is far more diffi-
cult to align the international poli-
tics of taxation and spending.

“I don’t think they can do any-
thing,” says Edwin M. Truman, a
former U.S. Treasury official who is
now a senior fellow at the Peterson
Institute for International Econom-
ics. At most, he says, G-7 ministers
can agree that each country needs
to do all it can to minimize eco-
nomic recessions.

“It’s now a question of fiscal pol-
icy, and the degree of fiscal solidar-
ity is even lower among G-7 coun-
tries than it is among European
countries,” says Daniel Gros, direc-
tor of the Centre for European Pol-
icy Studies in Brussels.

In a reflection of the G-7’s dispar-
ate views, Canadian Finance Minister
Jim Flaherty said Wednesday that

his country is “not in a bailout situa-
tion” and that Canadian banks don’t
need an infusion of government capi-
tal, unlike their U.K. counterparts.

So far, European Union efforts to
agree on a strategy for dealing with
the turmoil have resulted only in an
agreement to tell each other about
widely differing national moves.

In Europe’s latest national initia-
tive, Italian Prime Minister Silvio Ber-
lusconi called an emergency cabinet
meeting for Wednesday evening to
adopt “urgent” measures to ensure
the stability of the country’s banking
system, without giving details.

Four of the G-7 countries—Ger-
many, France, the United Kingdom
and Italy—are European. The others
are the U.S., Japan and Canada.The
Italian announcement followed Tues-
day’s decisions by the U.K. to inject
massive amounts of capital and li-
quidity into its major banks, and by
Spain to set up a Œ30 billion-plus
($40.8 billion) fund to buy banks’ illiq-
uid assets.

For Friday’s meeting, the focus of
European leaders appears to be more
on longer-term measures that might
prevent a repeat of the current crisis.

By Aaron Lucchetti

Morgan Stanley sought to shore
up investor confidence Tuesday as its
shares fell 25%, but its plan to raise
$9 billion in capital from Mitsubishi
UFJ Financial Group remains on
track with its original terms, people
familiar with the matter said.

Tuesday, the Federal Reserve
also invoked “unusual and exigent”
market circumstances in speeding
approval of the Mitsubishi UFJ in-
vestment. Over the weekend, the Fed
put the Morgan Stanley capital plan
on a fast track, saying in a statement
Tuesday that it waived the normal
public-notice period and shortened
other parts of the approval process
because of “unusual and exigent cir-
cumstances affecting the financial
markets.” The Fed has cited such con-
ditions frequently in recent months
when it has strayed from its normal
procedures.

Morgan Stanley is anxious to
close the deal, first announced Sept.
22, as investors have demanded it
add capital to its balance sheet. The

deal could include more cooperation
between the firms’ securities opera-
tions in Japan and in U.S. banking.
Morgan Stanley shares fell nearly
40% in intraday trading Tuesday due
to fears Mitsubishi UFJ would back
away from a deal amid deepening
U.S. financial problems. Shares re-
covered somewhat after Morgan
Stanley said the investment was on
track to be finalized next week.

In late-Wednesday-morning New
York Stock Exchange composite trad-
ing, Morgan Stanley’s shares were
up 3%, or 53 cents, at $18.18.

Morgan Stanley Chief Executive
John Mack is expected to host a din-
ner for some senior Mitsubishi UFJ
officials Thursday. Both parties are
still committed to the deal, said a per-
son familiar with Mitsubishi UFJ’s
strategy. Another person familiar
with the matter said a deal wouldn’t
require other regulatory approvals.

Mitsubishi UFJ is investing $9 bil-
lion for a 21% stake, according to
terms disclosed last month.
 —Jon Hilsenrath

contributed to this article.
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Dell Remote Access helps keep your files at your disposal
By Walter S. Mossberg

Say you’re on the road and you
need to grab a file that’s on your main
computer back at your office or
house. Or say you’re using a device
with limited storage, like a smart
phone or one of the tiny new “net-
book” portable PCs, and you want ac-
cess to a file that isn’t on the device
at hand.

You might be able to get at the de-
sired file, if you have previously up-

loaded it to an on-
line storage or
photo-sharing ser-
vice, or emailed it to
yourself. But, in

many cases, you could be stuck.
Now Dell, the big computer

maker, is aiming to solve that prob-
lem with a new service called Dell Re-
mote Access. Despite the name, the
service can be installed on any brand
of Windows PC running Windows XP
or Windows Vista to make its files re-
motely accessible, as long as it has a
broadband connection. You can trans-
fer, or stream, or share these files
with others. You can even remotely

use the host computer’s Web camera.
And some of the service’s func-

tions also work even if your remote
device is one of Apple’s Macintosh
computers or iPhones, or a computer
powered by the Linux operating sys-
tem, like Dell’s own Mini netbook.

For basic functionality—making
the files on one Windows PC re-
motely accessible from other devices—
Dell Remote Access is free. If you
want to use its advanced functions,
like the ability to remotely control
the host PC, or to access other de-
vices on your home network, it costs
$9.95 a month, or $99 a year. This
paid version of the service also in-
cludes the ability to share with oth-
ers access to files or to devices on
your network, such as stand-alone
Web cameras.

You only need to install special
software on the host PC whose files
are to be remotely accessed. The re-
mote devices require just a Web
browser and a password to tap into
the host computer. You can download
the software, and get started with the
service, at dellremoteaccess.com.

I’ve been testing Dell Remote Ac-

cess for a few days, at home and on
the road, and found that it works well,
despite a few glitches and limitations.
It’s not revolutionary—many other
services and software programs do
part or all of what it does, with vary-
ing degrees of technical difficulty and
at varying fees—but Dell Remote Ac-
cess combines a wide variety of func-
tions into a fairly simple package. It
will be available as a preinstalled op-
tion on Dell’s PCs later this year.

Dell also is hoping it will give a
boost to sales of its Mini line of very
small machines with limited internal
storage for files.

For my tests, I installed Dell Re-
mote Access on my home Dell desk-
top, an XPS One model running Win-
dows Vista. The installation was easy
and quick, except for one oddity: to
use the new service, you have to unin-
stall a network diagnostic utility Dell
installs on its machines, called Dell
Network Assistant. Since I had little
or no use for the utility, this was no
big loss, but if you rely on it, this con-
flict could pose a problem.

Next, I used the Remote Access
software to select folders I wanted to

make remotely accessible. By de-
fault, the program assumes you want
to share your documents, music and
pictures folders, but I added some
others. The software tests your net-
work connection to let you know how
well it’s likely to work.

I used a variety of remote devices
to access this home Dell. These in-
cluded a Sony Vaio laptop running
Vista, a Mac laptop and an Apple
iPhone. I even tried accessing the
Dell machine from a virtual Windows
XP installation running on the Mac.

Some of these tests were con-
ducted from within my home net-
work, and others were conducted
from across the country.

In general, the tests went well.
With the Sony laptop, and within
Windows XP running on the Mac, I
was able to view photos and slide
shows, and stream music and videos
from the Dell, in all locations. I
opened Microsoft Office files and
PDF files remotely and transferred
files to the remote machines. I was
even able to remotely control the Dell
at decent speeds, and use the Dell’s
built-in camera.

The only annoyance was that ev-
ery time you want to remotely con-
trol the host machine, you must
download and install a small utility.

Dell’s system provides more lim-
ited functionality if your remote ma-
chine is a Mac using Apple’s operat-
ing system, or a Linux machine or a
mobile phone. With these setups, you
can only view, stream or transfer
files from the main host computer.
You can’t do remote control, or view
cameras.

But these limited functions did
work pretty well on the Mac and the
iPhone, although in some cases I had
to first download a song to the Mac
before it would play, rather than sim-
ply streaming it directly from the
Dell.

But Microsoft Word documents
stored on the Dell opened right up on
the Mac. It was particularly impres-
sive to be able to view a document or
photo stored on the Dell from an
iPhone thousands of kilometers
away. Dell Remote Access is a worthy
service that’s worth a try.

Email to mossberg@wsj.com.

Clockwise from top: A version of the popular ‘Bejeweled’ game inside another
game, ‘World of Warcraft’; ‘Celebrity Smackdown 4’; and the 'Chronotron' game.

Independent videogame developers cash in
Firms offer big share
of profits to spur
creation of titles

TECHNOLOGY JOURNAL

PERSONAL
TECHNOLOGY

By Christopher Lawton

The videogame business has tra-
ditionally been about big game de-
velopers, big budgets and block-
buster titles. Now it’s also about
guys like Joe Rheaume.

Mr. Rheaume, a 28-year-old Mad-
ison, Wis., resident, last year used
off-the-shelf software to create a
Web-based videogame called “Chro-
notron,” where users solve puzzles
using a time-traveling robot charac-
ter. Mr. Rheaume uploaded the
game to Flashgamelicense.com, a
Web site that hosts games for other
developers and potential licensors
to peruse. There it caught the eye of
Kongregate Inc., a free gaming Web
site that specializes in “casual”
games—simple games with lighter
gameplay and basic controls that
can be played over the Internet with
a basic personal computer or on
high-end console systems like Mi-
crosoft Corp.’s Xbox and Sony
Corp.’s PlayStation.

“Chronotron” made its debut on
Kongregate’s site in May and has
since amassed more than one mil-
lion game plays. In return, Kongre-
gate gave Mr. Rheaume 50% of the
advertising revenue it got from the
ads that ran alongside the game. So
far he’s made more than $1,000 from
the advertising. “It’s been surpris-
ing,” says Mr. Rheaume of his suc-
cess on Kongregate thus far.

Mr. Rheaume’s experience typi-
fies a trend in the videogames busi-
ness. Over the past few years, con-
sole makers, game publishers and
Web sites have been fostering the
creation of low-budget, casual
games. The goal: to discover the
next great game and attract a
broader audience to their sites. To
encourage this, companies are giv-
ing independent developers a big-
ger share of the profits, hoping to
spur the creation of even more ti-
tles.

Such efforts will likely result in

more game choices for consumers.
Casual gamers will have access to a
bevy of unique games that wouldn’t
normally make it to the big video-
game consoles, because larger game
developers, such as Electronic Arts
Inc., are often focused on bigger
projects with higher budgets. To
date, the most avid casual gamers
have traditionally been females
over 30 years old. But casual-gam-
ing Web sites now encourage inde-
pendent developers to design
games with simpler action for
younger gamers and shooting ac-
tion for males.

For example, AddictingGames, a
Web-based gaming site owned by Vi-
acom Inc., is targeting teenage girls
with Web dress-up and celebrity
spoof games, such as “Dress Paris in
Jail,” where players simply dress up
Paris Hilton in different colored jail
scrubs, wigs, tattoos, stockings and
accessories.

In general, AddictingGames,
Newgrounds Inc. and other compa-
nies post games on their Web sites
and allow users to play them free.
They make money off of advertising
revenue, so the more games people
play, the higher the earnings. Some
Web sites, however, sell subscrip-
tions or charge a small fee to down-
load and play the games.

Overall, revenue for the casual-
gaming market—including down-
loads, subscription fees and adver-
tising sales—reached roughly $1 bil-
lion last year, according to Parks As-
sociates, a market-research firm.
Michael Cai, an analyst with Parks,
says there are more than 150 million
Internet users in the U.S., and the
majority of them play some kind of
casual game.

The success of home-grown
game titles—as well as the popular-
ity of Nintendo Co.’s Wii—have
taken gaming to a broader audience.
Businesses are recognizing that
there is money to be made in the traf-
fic that Web-based and casual
games generate, and thus have staff
dedicated to finding independent
game titles that they can license for
wide distribution.

Among the companies reaching
out to smaller developers is Kongre-

gate. Before, the San Francisco
startup shared advertising revenue
with its developers. But starting this
month, the company will also give
developers up to 80% of the revenue
that’s generated when gamers pur-
chase premium features.

“The fact that independent devel-
opers can reach people directly
means there’s room for smaller-bud-
get, more-experimental, more-edgy
content,” says Jim Greer, chief execu-
tive of Kongregate.

Dave Williams, general manager
for Nickelodeon Kids and Family
Games Group, says AddictingGames
has focused on attracting more de-
velopers because there’s “real
money” in advertising dollars flow-
ing into the casual Web games busi-
ness now.

Sites such as PopCap Games Inc.,
a casual gaming Web site, are also
targeting independent developers
more aggressively. In July, PopCap
discovered an independently devel-

oped version of its popular “Bejew-
eled” game, called “Besharded.” Ja-
son Kapalka, co-founder and chief
creative officer for PopCap’s gaming
site, then contacted “Besharded”
creator Michael Fromwiller, a junior
at San Jose State University, and
asked him to create an official ver-
sion of “Bejeweled.”

Indeed, PopCap and other compa-
nies have found that it’s more effec-
tive to enlist the help of developers
who create copycat programs in-
stead of prosecuting them for copy-
right violation.

Mr. Fromwiller, a 26-year-old
computer-science major, says that
he originally created “Besharded”
for fun, and that he never thought it
would go anywhere. He now says
game design is what he wants to do
when he graduates.

“In the past, I thought it was
something that was out of my reach,”
Mr. Fromwiller says. “But after doing
this, I realize that it’s not, and I don’t

have to jump through all these hoops
to get where I need to go.”

Big gaming companies such as
Microsoft Corp. and EA are also con-
necting with small game develop-
ers. In July, Microsoft began testing
a service on Xbox Live—its online
gaming and entertainment service—
that allows independent developers
to distribute games, set their down-
load price and share in 70% of the
revenue from premium fees. Mi-
crosoft also released XNA Game Stu-
dio, an easy-to-use software tool
that lets the masses develop unique
games. The software can be down-
loaded free online, but developers
would have to pony up $99 a year in
order to submit games to Xbox Live.

Likewise, game publisher EA in
February launched its Sims Carnival
Web site, which hosts independent
Web games and has easy-to-use de-
veloper tools to help aspiring game
creators.

Some companies heavily test
games before adding them to their
sites. But mostly, mediocre titles are
culled out using peer-review and rat-
ing systems. If the game gets low rat-
ings, it loses its place on the site.

The software tools don’t mean
that every game designer can jump
in without training. Chris Satchell,
chief technology officer of Mi-
crosoft’s Interactive Entertainment
business group, says Microsoft has
tried to make designing games on its
service faster and easier, but warns
the tools aren’t easy for the every-
day person. “It would be good if you
had a programming class under
your belt before you try it,” he says.

The efforts have resulted in a
cadre of new casual Web games. Mi-
crosoft now has “The Dishwasher:
Dead Samurai,” a game about a
lowly dishwasher who seeks re-
venge against a mechanized and
soulless army.

Created by James Silva, 27, a first-
time game developer, “Dishwasher”
will be launched on Microsoft’s
Xbox Live Arcade game service later
this year. In addition, “Schizoid,” a
multiplayer game created by two in-
dependent developers, launched in
July on Xbox Live. In the game, peo-
ple protect each other by control-
ling ships and ramming them into en-
emies.
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Iceland grabs No. 3 bank as nations vow to recover deposits

IMF says global outlook is darker

U.S. rapidly rewriting financial playbook
Agencies employ
ad hoc approach
to policy making

Ripples from the financial col-
lapse in Iceland struck savers and
governments elsewhere in Europe on
Wednesday, in what economists say
may be just the first painful jolts
from the small nation for the global
economy.

As Iceland nationalized a second
big bank and abandoned a brief at-

tempt at pegging its tumbling cur-
rency, Britain and the Netherlands
on Wednesday sought to protect hun-
dreds of thousands of their savers
who have money in frozen Icelandic
bank accounts.

Sweden, meanwhile, said it will
lend the Swedish branch of the Icelan-
dic bank Kaupthing Bank hf up to
five billion kronor ($703 million).
Sweden’s central bank said the move
was “to safeguard financial stability
in Sweden and ensure the smooth
functioning of the financial mar-
kets.”

The fallout from a financial melt-
down in tiny Iceland underscores the
often unpredictable connections the
global economy has woven among
far-flung people, banks and nations,
and the damage they can cause.

“Iceland could well go down as
the straw that broke the camel’s
back,” said Simon Johnson, an MIT
professor and former chief econo-
mist at the International Monetary
Fund.

The IMF has sent a team to Ice-
land to investigate the crisis. Prime
Minister Geir Haarde said at a news
conference Wednesday there had
been talks, but that “we have not, at
this point at least, asked the IMF for
a standby facility or an economic pro-
gram.”

Iceland’s economy boomed in re-
cent years, propelled by the availabil-
ity of easy credit. The country’s
banks lent heavily at home and
abroad, their assets swelling to 10
times the economic output of the is-
land nation. When the credit crunch
sapped access to funding, it left Ice-
land’s banks vulnerable, backed by a

government forced to scramble for
funds. One possible source is Russia,
which is considering lending Iceland
Œ4 billion ($5.5 billion). Mr. Haarde
said Iceland officials would travel to
Moscow for meetings Tuesday.

Iceland’s government has vowed
not to default on its sovereign debt,
but some economists fear it could.
That scenario could trigger an exo-
dus of investors from other small,
debt-laden countries, pushing down
their currencies and making it impos-
sible for them to pay their foreign
debt.

The market is wondering, “OK,
who’s next? It’s like Lehman and AIG.
It’s gone from companies to coun-
tries,” Mr. Johnson said, referring to
the impact the collapse of U.S. invest-
ment bank Lehman Brothers had in
triggering a sudden loss of confi-
dence in other banks. He urged mem-
bers of the Group of Seven leading na-
tions and other large nations to come
up with a swift bailout package for
Iceland to try to contain the damage.
Members of the G-7 meet in Washing-
ton on Friday.

Some of the worst immediate
shocks from Iceland are hitting Brit-
ain, where many have deposited
money in Icelandic banks such as Ice-
save, the Internet savings bank of Ice-
land’s Landsbanki Íslands hf. Icesave
has about 300,000 British depositors—
roughly equal to Iceland’s entire pop-
ulation. The bank has 120,000 deposi-
tors in the Netherlands.

When Landsbanki went into re-
ceivership this week, Icesave
stopped allowing withdrawals. Un-
der current European Union rules,
which Iceland has agreed to follow
though it isn’t a EU member, British
depositors have the right to claim up
to Œ20,000, or about £16,000, of com-
pensation from the Icelandic govern-
ment. The U.K.’s compensation
scheme covers the rest of any claim
up to £50,000.

The U.K. government said it will
guarantee the reimbursement of all
British depositors in Icesave. Prime
Minister Gordon Brown on Wednes-
day said Britain will take legal action
against Iceland to try to recover Brit-
ish deposits lost in the Icelandic

bank.
In Iceland, there were no signs

the chaos was ending. The govern-
ment used its new emergency pow-
ers late Tuesday night to thrust Glit-
nir Bank hf, the country’s third-larg-
est, into receivership and fully take it
over. Glitnir follows Landsbanki into
receivership. Kaupthing Bank hf, the
nation’s biggest bank, is the only sig-
nificant-sized bank remaining in pri-
vate hands.

On Wednesday, traders kept away
from the Icelandic krona, which rico-
cheted violently in thin trading. The
central bank, which on Tuesday at-
tempted to peg the krona to a basket
of currencies equivalent to 131 kro-
nur to the euro, gave up its efforts.

Mr. Haarde also spoke of the po-
tential loan from Russia, saying Ice-
land was on friendly terms with Rus-
sia and he had no indication that Mos-
cow was “asking for something un-
usual or unnatural in return” for the
loan.

 —Steve McGrath contributed to
this article.

By Tom Barkley

WASHINGTON—The outlook for
the global economy has darkened
considerably, with the ever-spread-
ing financial crisis expected to push
several advanced economies into re-
cession, the International Monetary
Fund said Wednesday.

“The world economy is now en-
tering a major downturn in the face
of the most dangerous shock in ma-
ture financial markets since the
1930s,” the IMF said in its latest
World Economic Outlook.

Just a few months after upgrad-
ing its global forecasts, the IMF is
now ratcheting down its expecta-
tions for the economy this year and
into 2009.

The world economy is now ex-
pected to expand at a 3.9% pace in
2008, down from the last estimate of
4.1% in July. The 2009 forecast was
slashed from 3.9% to 3%, which would
be the weakest level since 2002 and

around the threshold of what the IMF
considers a global recession.

While the fund still anticipates a
recovery to begin late next year, it
warned there are “considerable
downside risks” to that scenario,
which assumes that U.S. and Euro-
pean governments will succeed in
their efforts to stabilize markets.

“Global activity is being buffeted
by an extraordinary financial shock
and by still-high energy and other
commodity prices,” it said. “Many
advanced economies are close to or
moving into recession, while
growth in emerging economies is
also weakening.”

The report was completed be-
fore a wave of coordinated rate cuts
by the U.S. Federal Reserve, Euro-
pean Central Bank, the Bank of Eng-
land and other major central banks
earlier Wednesday. The IMF sug-
gested in the report that the Fed,
ECB and Bank of England should con-
sider easing.

The outlook for the U.S., which
lies at the “center of the intensifying
global financial storm,” has improved
for this year after fiscal stimulus
lifted first-half growth. The 2008
forecast rose to 1.6% from 1.3% in
July. However, the U.S. economy is ex-
pected to contract in the fourth quar-
ter of 2008 and early 2009, prompt-
ing the fund to downgrade next year’s
growth estimate to 0.1% from 0.8%.

A U.S. recovery is expected to be-
gin in the second half of next year,
the IMF said, as housing prices bot-
tom out and the recently passed fi-
nancial rescue package helps stabi-
lize markets. The dollar is still seen
as valued “broadly in line with me-
dium-term fundamentals,” accord-
ing to the report.

Meanwhile, the IMF expects a
“significant slowdown in activity
across western Europe followed by
a very gradual recovery beginning
in the second half of 2009.”

The 2008 forecast for euro area

growth was cut to 1.3% from 1.7% in
July, and to 0.2% from 1.2% in 2009.
Italy’s economy is expected to con-
tract this year, and will be joined by
Spain’s in 2009, the IMF said. The
U.K. economy is expected to go from
1.0% growth in 2008 to a 0.1% con-

traction next year.
The 2008 forecast for Japan was

cut to 0.7% from 1.5% in July, with
the 2009 estimate lowered to 0.5%
from 1.5%. Canada’s 2008 estimate
was cut to 0.7% from 1.0%, and its
2009 forecast fell to 1.2% from 1.9%.

By Damian Paletta

And Deborah Solomon

WASHINGTON—The U.S. Federal
Reserve’s move Tuesday to backstop
the commercial-paper market is the
latest in a series of unprecedented
stepsthegovernmenthastakentore-
drawtherulesunderwhichU.S.finan-
cial markets operate.

The spreading crisis in global fi-
nancial markets has forced regula-
tors to work around the lengthy and
occasionally onerous process for in-
stituting policy, which can take
months or years of debate.

Many of the new powers that
have been authorized by Congress—
such as higher ceilings on federal de-
posit insurance—were approved at
the last minute with little if any dis-
cussion.

This rapid-fire, ad-hoc approach
to policy making often takes place
on the weekend, with actions culmi-
nating after marathon conference
calls and late-night sessions. Details
are almost always hashed out be-
hind closed doors.

“I wish we had more time,”
House Financial Services Commit-
tee Chairman Barney Frank (D.,
Mass.) said. “These are hard choices
and hard judgments, but I’m not in-
clined to think that our second-
guessing them is a good idea.”

Tuesday, the Federal Deposit In-
surance Corp. proposed roughly
doubling the fees it charges banks
to recapitalize the fund that guaran-
tees bank deposits, which has been
depleted by recent bank failures.
Federal regulators also proposed al-
lowing banks to set aside less capi-
tal to cover potential losses from
holdings of debt issued by mortgage
giants Fannie Mae and Freddie Mac.

The FDIC allowed only 30 days
for public comment. Office of Thrift
Supervision Director John Reich be-
moaned the short window for com-

ment, saying the deposit-insurance
proposal needs more study.

The recent changes to the finan-
cial-market rule book affect every-
thing from the way Americans pro-
tect their money to the way busi-
nesses finance inventory; from the

way banks raise capital to the way
they borrow money from each other.

“The lack of accountability and
thoughtful review of these initiatives
is really sort of jaw dropping,” said
Tom Schlesinger, executive director
of the Financial Markets Center, a
nonprofit that monitors the Fed.

The Internal Revenue Service is-
sued a three-page notice last week
that makes it more attractive for one
banktobuyanotherbankbyallowing
earnings to be offset in certain cases.
The notice received little fanfare—
the IRS didn’t even issue a news re-
lease—but implications for the tax-
law clarification could mean billions
of dollars for the banking industry.

The FDIC held a closed-door 6
a.m. emergency board meeting to
approve unprecedented assistance
to Citigroup Inc. in the partial take-
over of Wachovia Corp.’s banking
unit. Also last month, the Fed
waived the normal review and pub-
lic debate process when it quickly
approved applications from Gold-
man Sachs Group Inc. and Morgan
Stanley to become bank holding

companies.
Current and former government

officials have said that many of
these actions are taking shape so
quickly because of the rapid develop-
ments in financial markets.

Most of the high-profile steps
have been taken by the Fed and Trea-
sury Department, which have wide
authority to creatively respond to
crises.

Last month, Treasury announced
a new policy of guaranteeing money-
market mutual funds, essentially of-
fering protection to investors in
what was once considered the safest
of investment vehicles.

But in its haste to create the pro-
gram it overlooked a potential unin-
tendedsideeffect—communitybank-
ers said the plan would fuel a flight
out of their banks and into money-
market funds, which sometimes of-
fer higher investment returns.

Treasury, acknowledging the
problem it created, amended the
program to make it retroactive and
available only to investors in money-
market funds as of Sept. 19.

THE FINANCIAL CRISIS

Note: interest rate is for companies rated 
A2/P2, a lower-tier credit score

Source: U.S. Federal Reserve
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American football tries new way to score
‘Coach Stilo’ will star
in online bid to export
appreciation for game

By Emily Steel

In an unprecedented move for
Web advertising, Honda is buying
all the online and mobile advertis-
ing space sold by Sony Pictures
Television for a week to promote
the launch of its Honda Fit.

While it’s not uncommon for ad-
vertisers to buy all the available
ad space tied to a particular TV
show or single Web site to drown
out the competition, Honda’s half-
million dollar deal with Sony
takes that strategy a step further
by extending across all Sony’s mo-
bile and online entertainment and
third-party sites in the U.S.

Marketers have long been con-
cerned about breaking through the
crush of advertising on television.
Now, with marketers following
consumers online in droves, adver-
tising clutter is becoming a major
issue on the Web as well. The aver-
age Web surfer is exposed to thou-
sands of online ads a month—and
remembers very few of them.

“The fact is, that like any part of

the media landscape, it is harder
and harder to break through,” says
Edmund Purcell, vice president
and interactive management su-
pervisor at RPA, American Hon-
da’s advertising agency. “We are
not just throwing up a banner that
could be passed over.”

The Honda Fit campaign, aimed
at metropolitan people who like
small, fuel-efficient cars, includes
ads on Sony Pictures’ site Crackle,
where viewers can share user-gen-
erated video. Ads will also appear
on sites and music videos linked to
Sony’s music label Sony BMG, and
on mobile networks Sony partners
with, including wireless carriers
Sprint and AT&T.

Ads will be tied to Sony-cre-
ated digital programming across
third-party sites as well, includ-
ing social networking sites My-
Space and Facebook; video sites
YouTube and Hulu; and the virtual
world Gaia Online.

Sony’s digital programming in-
cludes minisodes, which are TV
shows cut down to five-minute epi-

sodes for the Web and mobile;
CSpots, which are original short-
form videos that appear online
and mobile; and Sony Pix, which
are full-length films from the stu-
dio’s library available via online
and mobile.

Consumers often have a hard
time remembering standard digi-
tal display ads, but a marketer can
make more of an impact if they
sponsor all the advertising space
on a particular site, says Alan
Gould, co-CEO at IAG Research, a
Nielsen firm that tracks the per-
formance of advertising. With on-
line videos, if one marketer is the
sole sponsor of the content, the im-
pact of the ad can be stronger than
TV, he adds. “It’s more challenging
to get your online display ads no-
ticed in the first place, but once
you do capture the site visitor’s at-
tention, the branding can be very
powerful if you own the environ-
ment,” says Mr. Gould.

Sony says it plans to pursue the
Honda model with other advertis-
ers in the future. “It’s a perfect fit

for what branded messaging on
the Internet could be, or should
be,” says Amy Carney, president
of ad sales at Sony Pictures Televi-
sion, which sells all advertising
connected to Sony’s television,
movie and music content across
its own and third-party partner
sites.

It’s the not the first time Honda

has tapped Sony: previous cam-
paigns have included a contest on
Crackle. Honda’s latest deal with
Sony is part of a broader Honda
Fit promotion that includes TV
ads, which started appearing at
the end of September, an ani-
mated game, a Web site and a pro-
motion with MTV Web sites set
for early 2009.

By Matthew Futterman

W
ITH 90,000 fans set
to pack London’s
Wembley Stadium
for a game between
the New Orleans

Saints and the San Diego Chargers
Oct. 26, the National Football
League might appear to be on a ma-
jor upswing abroad.

In fact, officials of the U.S.-based
league say they have reached a cross-
roads in their international business,
and are embarking on a major shift in

strategy. After
nearly two decades
of losing millions of

dollars trying to export American
football, the league thinks it has iden-
tified its main problem: non-Ameri-
cans still don’t get the game.

“We’ve struggled for a long time
to work out how you get people en-
gaged in our game when they don’t
play it and don’t understand it,”
said Mark Waller, the NFL’s senior
vice president for sales, marketing
and international affairs.

Enter “Coach Stilo.”
Part online seminar, part situa-

tion comedy, part highlight film,
Coach Stilo is the NFL’s latest at-
tempt to teach thebasics of a game as
foreign and complex to those outside
the U.S. as cricket is to Americans.

If non-Americans don’t get foot-
ball, it’s unlikely they will buy a
Tony Romo jersey, or even sign up
for the broadcast or Internet pack-

ages of live games the NFL is now
trying to peddle abroad. The NFL
doesn’t release its international
sales figures, but with a nearly satu-
rated U.S. market, the foreign mar-
ket is undoubtedly the league’s
main opportunity for growth.

The fictional Coach Stilo, who
will make his debut on the Web later
this month, is a tough-talking char-
acter with a New York accent. He
leads a three-hour, eight-chapter tu-
torial on football that includes a talk-
ing dog, a preteen offensive coordi-
nator and highlights narrated by

NFL stars, including Trent Edwards
of the Buffalo Bills and Shaun
O’Hara of the New York Giants. The
presentation is available in five lan-
guages—English, Spanish, French,
Japanese and Mandarin.

“We’ve got to get people to a
level of understanding so that when
we play games abroad or broadcast
them, people will actually pay atten-
tion,” Mr. Waller said.

In other words there may be
90,000 people willing to attend an
annual American-football festival in
London, but the league needs to

keep them in-
volved in the
sport afterward,
so they don’t sim-
ply turn their at-
tention back to
CristianoRonaldo
and Premier
League soccer.

The Interna-
tional Federation
of American Foot-
ball counts just
300,000 people
playing the game
in51countriesout-
side the U.S. And
the NFL’s at-
tempts to estab-
lish a professional
league abroad—
the World League
of American Foot-
ball, NFL Europe,
and the NFL Eu-
ropa—were ulti-
mately financial
flops, no matter
the name. By the
time the NFL
pulled the plug on
NFL Europa in

June 2007, its presence had dwindled
to five teams in Germany and one in
the Netherlands.

As for its grass-roots efforts to
promote the sport, the NFL puts on
clinics for about 100,000 children
around the world each year. But af-
ter-school touch football games
aren’t springing up in Rome, Italy as
they do in Rome, New York. And dif-
ferences between the two games
make it difficult to copy the strategy
used to popularize soccer in the
U.S.—putting a ball near the foot of
nearly every American child.

American football is more com-
plex than kicking a ball into a goal.
Its rules are endless. Its use of sepa-
rate units for offense, defense and
other purposes is rare in sports.
And its equipment is expensive and
not exactly easy to find in places like
Barcelona. Basketball, hockey, even
baseball, have had a far easier time
crossing international borders.

“It’s an uphill fight,” Rob Vogel,
president of Colorado-based sports-
consulting firm Bonham Group, said
of the NFL’s international-expansion
efforts. “You can’t get too technical,
you have to hit the major points
about what makes the game exciting
and appealing.”

Which is exactly what Coach
Stilo tries to do, without too many
X’s and O’s drawn in chalk or too
much talk about nickel defenses. In
their place, is this plain-spoken in-
troduction from the coach “Let me
tell you something about the es-
sence of this great game. American
football is a game of modern gladia-
tors. For shields we use pads. For
swords we use brute strength.”

From there, Coach Stilo, his assis-
tant, the arguably annoying talking
dog, and a handful of players dis-
cuss each position, explain how
points are scored, then quiz viewers
on what they have learned.

The NFL’s Mr. Waller, an English-
man who grew up in Kenya, Spain,
Hong Kong, Greece and Britain be-
fore coming to the U.S. in 1996, is
still figuring out how to spread the
word about Coach Stilo, especially
during the week leading up to this
month’s game at Wembley.

“It’s the most complicated team
sport on the planet,” Mr. Waller said.
“If we can create an understanding,
that will make a huge difference.”

Honda taps Sony to boost ad pitch

The Honda deal promotes Fit across Sony’s mobile and online entertainment sites.

The New York Giants played the Miami Dolphins in last year’s NFL game at London’s Wembley Stadium.

ADVERTISING

Alibaba bolsters
online-shopping
site. Page 8

Indie videogame creators come of age as
console makers and publishers offer big
share of profits to spur more titles. Page 30
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Asians lose confidence
Sharp stock declines
before rate cuts show
impatience in moves

European bank problems
strain U.S. power firms

Investors may have gotten what
they wanted when central bankers
cut interest rates around the globe
Wednesday, but not before sending
Tokyo’s stock market down 9.4%
and punishing other Asian markets
in a signal of dissatisfaction with
the response to the credit crisis.

The drop in Tokyo’s benchmark
stock index, its biggest one-day per-

centage drop since the stock-mar-
ket crash of October 1987, also
stemmed from the rising yen and
fears over corporate profits. About
75% of listed-Japanese companies
now trade below book value, Toyota
among them. (Please see related ar-
ticle on page 24.)

Hong Hong’s benchmark index
fell 8.2%. Indonesia’s benchmark in-
dex fell 10.4% before regulators sus-
pended trading, leaving it down 21%
since the start of the week, when In-
donesia bucked the world trend and
raised rates to combat surging infla-
tion. Australia ended down 5%,
while South Korea and Taiwan both
fell 5.8%. Shanghai’s benchmark
composite index fell 3%.

The drops, which took place
hours before six central banks con-
currently cut interest rates and the
People’s Bank of China added its
own cut, reflected a deep pessimism
that the rate moves until then were
too uncoordinated to have much ef-
fect, said Stephen Roach, chairman
of Morgan Stanley Asia. A surprise
one-percentage-point rate cut by
Australia as well as Hong Kong’s one-
percentage-point rate cut early
Wednesday (it later said it would
cut by a further 0.5 percentage
point), did little to jump-start mar-
kets.

“There’s a total loss of confi-
dence in global policy makers to
deal with this tsunami of a crisis,”
he said. “The reactions of monetary
authorities around the world have
been ad hoc and piecemeal. They’ve
been considerable, but occurred on
a case-by-case basis.”

Japan’s benchmark Nikkei Stock
Average of 225 companies ended
Wednesday at a five-year low on the
higher yen and continuing fears that
a U.S. economic slowdown is crimp-
ing exports, which in turn would
weigh on the already-frail Japanese
economy. Shares of Toyota Motor
Corp., an index heavyweight and a
leading Japanese exporter, were
down almost 12%, after the Nikkei
newspaper reported that the car com-
pany’s annual operating profit will
fall 40% on slowing sales in the U.S.
Toyota is sticking to its earnings
forecast for the current fiscal year,
which ends in March, said Yoichiro
Ichimaru, a Toyota senior managing

director.
Asian lenders continued to ex-

press skepticism about financial sta-
bility. The one-month Hong Kong in-
terbank offered rate rose to 4.75%
Wednesday from 4.15% Monday.
The market was closed Tuesday for
a holiday. Bank of East Asia Ltd.
said it would raise mortgage rates
by 0.5 percentage point, following
earlier moves by other banks.

Hong Kong’s move shows policy
makers are now worried about a
strained money supply in addition
to a slowdown in world demand for
Asian-made exports, said Moh
Siong Sim, economist at Citigroup
in Singapore. “In effect, you have a
double whammy,” he said.

Indonesia’s drop Wednesday
made its market one of Asia’s worst
performers of 2008. The index now
trades around levels last seen in
mid-2006, wiping out huge gains
from rising commodity prices over
the past two years. The exchange
said the suspension would remain
in place until further notice.

Indonesia is battling double-
digit inflation sparked by sharply
higher fuel costs. That has forced
the central bank to raise rates, even
as many Asian policy makers are cut-
ting them to soften the impact of the
global credit crisis. Tuesday, Bank In-
donesia raised its benchmark rate
by 0.25 percentage point to 9.5%.

Foreign institutions dumped In-
donesian stocks as they looked for
safer investments in a time of global
market turmoil, said James Bryson,
a partner at HB Capital Partners, a

Jakarta-based asset-management
company.

It’s unclear what effect the rate
cut by the People’s Bank of China
will have on equity markets there.
So far, Beijing’s actions have had lit-
tle impact, though they reflect a sig-
nificant attention to investors’ wor-
ries. This week, Beijing said it would
permit short-selling so investors
can hedge the possibility of a fur-
ther fall in stocks, and late last
month it said the nation’s sovereign
wealth fund would lift its invest-
ment stake in major banks.

China’s investors aren’t taking
heart from the measures because
they don’t alter the fact that a global
recession is “doomed to appear,”
said Sheng Hai, an analyst in Shang-
hai at Industrial Securities Co. Mr.
Sheng said the market telegraphed
concerns about the impact on Chi-
na’s corporate earnings well in ad-
vance, and “bullish policies can’t off-
set widespread worries about the
macro economy.”
 —Jackie Cheung in Hong Kong

and Yoshio Takahashi in Tokyo
contributed to this article.
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A trader reacts on the Indonesia Stock Exchange trading floor in Jakarta Wednesday.

By Carlos Tejada in Hong Kong,
Alison Tudor in Tokyo, Tom
Wright in Jakarta, Indonesia,
and James T. Areddy in Shanghai

By Rebecca Smith

The deepening troubles of Eu-
rope’s banks could offer another jolt
to U.S. power companies already cop-
ing with tightening credit.

On Wednesday, Sempra Energy’s
shares briefly came under pressure as
investors worried that the company’s
reliance on credit from Royal Bank of
Scotland Group PLC could imperil an
energy-trading joint venture shared
by the two companies. Sempra stock
fell in early trading amid concerns
that the U.K.’s moves to prop up its
banking sector could force RBS to pull
back from its Sempra venture. But the
shares rebounded and were up 4.7%
in late trading.

Sempra’s stock has lost about
40% of its value this year. Stock
prices for U.S. companies that sell
electricity at market prices have skid-
ded to their lowest levels since Enron
Corp.’s bankruptcy filing in late 2001.
These companies are particularly vul-
nerable because they require large
amounts of money to run their busi-
nesses, and tightening credit mar-
kets have put some under strain by
raising borrowing costs.

Sempra in August 2007 created a
joint venture, RBS Sempra Commodi-
ties, which allowed the San Diego
company to shift the credit burden
for the trading business to RBS. The
move freed up $1 billion in cash that
was returned to Sempra. Sempra
also owns natural-gas pipelines, two
utilities in California and a fleet of
power plants that sell electricity on
the open market.

Tudor Pickering Holt & Co., a Hous-
ton-based investor advisory firm, in a

research note released Wednesday
morning cited concerns that the U.K.
government’s moves in the banking
sector could force RBS to pull back
from its venture with Sempra.

Sempra insists its arrangement
with RBS is solid and that the U.K.
government’s recent moves won’t
have an impact. Sempra Chief Finan-
cial Officer Mark Snell said his firm
has been reassured that a govern-
ment decision not to back banks en-
gaged in “risky undertakings wasn’t
aimed at us.” RBS, he added, is “not
trying to unwind or back away from
this business.”

Mr. Snell said the two companies
have a contract that binds them to
support the joint venture until at
least 2010, and that RBS is obligated
to provide whatever capital is
needed. Losses are to be shared
equally, though the venture has been
solidly profitable so far.

The deregulated power sector in
the U.S. has been struggling against
an array of forces this year. In addi-
tion to shrinking energy demand and
mounting credit worries, the sector is
reckoning with the prospect of costly
greenhouse-gas legislation in a new
U.S. administration, as well as a de-
cline in overall profit margins.

Even firms that appear to be rela-
tively healthy are feeling the pinch.
Dynegy Inc., a Houston company
that owns more than 18,000 mega-
watts of deregulated generating ca-
pacity, closed Tuesday at $2.17 on
the New York Stock Exchange, down
19% for the day and down 77% since
May, even though it ended specula-
tive energy trading years ago and
now mostly just sells the output of
its own plants.

“I have access to all major asset
classes–anywhere, anytime.”

KEVIN DAVIS

CEO,MF Global
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the largest transactions in milliseconds.That’s why Kevin Davis and his team at MFGlobal, the leading broker of exchange-
listed futures and options, know they can rely on the CME Globex electronic trading platform to handle even their most
complex trades virtually 24 hours a day. Frommore than 150,000 screens inmore than 80 countries and territories around
the world, CME Globex offers unparalleled reliability and access to benchmark products in all major asset classes.

By improving the way markets work, CME Group is a vital force in the global economy, offering futures and
options products on interest rates, equity indexes, foreign exchange, energy, agricultural commodities, metals
and alternative investments. Learn how CME Group can change your world by visiting www.cmegroup.com/info.

TheGlobe logo,CME®,ChicagoMercantile Exchange®,CMEGlobex® andCMEGroup™ are trademarks
of ChicagoMercantile Exchange Inc. CBOT® and Chicago Board of Trade® are trademarks of the
Board of Tradeof theCity ofChicago.NewYorkMercantile Exchange® andNYMEX® are registered trade-
marks of the NewYorkMercantile Exchange, Inc. Copyright © 2008 CMEGroup.All rights reserved.
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Convertible-bond arbitrage’s bad month
Forced sales broke
a key assumption
in hedge-fund tactics

EuroCCP to clear for NYSE
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Source: Thomson Reuters

Inverted convertible
Many convertible-bond-arbitrage 
hedge funds were wrong-footed by
a sudden drop in the value of
convertible bonds
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www.efinancialnews.com

In crisis, UBS continues
as a favored U.K. adviser

By David Walker

And Dawn Cowie

O F ALL THE hedge-fund strate-
gies to take a hit from Septem-
ber’s market turmoil, convert-

ible-bond arbitrage seems to have
taken the hardest one.

Convertible-bond-arbitrage
hedge funds, which seek to exploit
inefficiencies in pricing of a compa-
ny’s stock and its bonds that can be
converted into stocks, lost 12% of
their value, making them the worst
hedge-fund strategy over the pe-
riod, as forced selling drove convert-
ibles prices to record lows. It is now
the second-worst hedge-fund strat-
egy in the year to date, behind
emerging-markets funds, with
losses of 20%, according to the non-
investable indexes from Chicago
data provider Hedge Fund Re-
search.

Some hedge funds, who as a
group hold a large portion of the
world’s convertible bonds, were
forced to sell their bonds in Septem-
ber to meet upcoming redemptions
from their investors, sending the
bonds’ prices down. Typically, how-
ever, hedge funds speculate convert-

ible bonds’ prices will rise, and the
associated shares will fall.

Erich Bonnet, founder of French
hedge-fund manager Alternative &
Derivative Investments, or ADI,
which runs the Kallista convertible-
bond-arbitrage fund, said he had
not seen such difficult conditions in
his 22 years in the markets. Kallista
has fallen 21% this year, according to
investors, while its peer Marathon
Global Equity fund, run by Mara-
thon Asset Management LLP, had
lost 14.8% this year, investors said.

Another strategy stalwart, CQS
Management Ltd., has also fought
headwinds, and its $4.3 billion con-
vertible-bond-arbitrage fund fell by
11.9% to Aug. 31, although it had gen-
erated 11.3% annualized since
launching in 2000, according to in-
vestors.

Martin Fisch, portfolio manager
at hedge fund 1798 Global Partners,
said, “There has been unprece-
dented cheapening of convertible
bonds even in relation to wide
credit spreads and low equity
prices. The cheapening is even
worse, by some measures, than that
after Sept. 11 or the collapse of Long-
Term Capital Management.”

The UBS global-convertible-
bond index fell 15% in September
and 24% in the year to Sept 30. By
comparison, the UBS Parity Index,
which comprises the underlying
stocks of the same group of issuers,
fell 17% in September and 32% for
the year to date.

Bond cash flows are supposed to
cushion the values of convertibles.
So, in theory, the UBS convertibles
index should drop by 4.3 percentage
points relative to a 10-point fall in
the comparative stock index. How-
ever, in September, convertibles fell
by almost the same amount as
stocks.

“The big problem has been re-
demptions by hedge funds as well as
outright funds, leading to forced
selling and a lack of credit buyers.

This has created a snowball effect
on prices so investors are selling
even when bonds are below bond
floors with credit-default swaps,”
said Mr. Fisch.

Mr. Bonnet at ADI said, “The valu-
ations in the markets are crazy, but
those who have stable assets now
will have good returns in the coming
years. However, now strategies that
have to invest cash and have signifi-
cant leverage are finding it tough.”

He added that the short-selling
bans on shares of financial compa-
nies introduced in at least 14 coun-
tries in September had hit funds
that were shorting the shares, as
U.S. banks rallied “anything be-
tween 20% and 60% and the bonds
were up.” Kostas Iordanidis, head of
hedge funds at Swiss investor Uni-
gestion, said shorting shares was in-
tegral to the strategy and “hedging
convertible bonds [in the sector] is
now very difficult due to the ban.”

Mr. Iordanidis said the issuance
of convertibles this year compared
well with the previous two, but that,
alongside quantitative strategies,
convertible-bond-arbitrage man-

agers had been hardest hit by recent
market turbulence as they used
more leverage than many other
hedge-fund strategies.

However, not all convertible-
bond hedge funds are performing
badly. Minnesota’s Waterstone Mar-
ket Neutral OS Fund, for example, is
up about 24.9% this year, although
its manager declined to comment on
the performance.

A Merrill Lynch report Tuesday
said “once the global economy and
the financial markets see a light at
the end of the tunnel, convertible
valuations should start reverting to
a more rational range...in our view,
presenting an immense opportunity
for convertible investors going for-
ward.”

The last difficult year for convert-
ible-bond-arbitrage funds was
2005, when the strategy lost 1.9% on
average and suffered record redemp-
tions. The next year, however, the
strategy made 12.2%, and the CQS
flagship, for example, is believed to
have followed a 9.1% gain in 2005
with a 15.5% gain the next year. CQS
declined to comment.

— NOTICE TO READERS —

The articles on this page on the
securities and investment-banking
industry are provided by Financial
News, a Dow Jones company in
London that publishes the
Financial News Web site (www.efi-
nancialnews.com) and Financial
News weekly newspaper.

By Luke Jeffs

And Natasha de Teràn

NYSE Euronext Wednesday dealt
a blow to its incumbent European eq-
uities clearinghouse LCH.Clearnet
Ltd. by choosing an emerging rival
as the main clearer for a new share
trading system it is launching next
month.

That rival is EuroCCP, the Euro-
pean clearing arm of U.S. settlement
giant Depository Trust & Clearing
Corp. EuroCCP won the mandate to
clear equities on Octopus, NYSE
Euronext’s multilateral trading sys-
tem for pan-European blue-chip
stocks. Octopus is set to launch in
November.

The appointment of EuroCCP is
an important step for Octopus and a
boost for EuroCCP, which can now
claim its second European client,

having supported Octopus’s rival ex-
change Turquoise since its launch
late last month.

The announcement of the NYSE
Euronext plan to support competi-
tive clearing, which effectively of-
fers a choice of clearers, is also a fil-
lip for the European Commission-
backed code of conduct for clearing
and settlement that has tried to com-
mit exchanges and clearing houses
to operate together.

By Harry Wilson

One of UBS AG’s top bankers in
London was drafted by the U.K. gov-
ernment to advise it on a £50 billion
($87.4 billion) rescue package for
the country’s largest banks.

Robin Budenberg, who has man-
aged UBS’s relationship with the
Treasury for several years, led a
team of bankers from the Swiss
group that advised the government
on the capital injection into the
U.K.’s banks including, Barclays
PLC, Lloyds TSB Group and Royal
Bank of Scotland Group PLC.

Mr. Budenberg has worked on
some of UBS’s most high-profile
jobs, last year leading its team advis-
ing Reuters on its £8 billion acquisi-
tion of Thomson to form Thomson
Reuters Corp. as well as working for
U.K. airport operator BAA on its
takeover by Grupo Ferrovial SA.

UBS has traditionally enjoyed
close links with the U.K. govern-
ment. James Sassoon, a former vice
chairman of investment banking at
UBS and a former colleague of Mr.
Budenberg, last month gave up his
responsibilities at the U.K. Treasury
after a six-year stint that included a
part-time role as the Chancellor of
the Exchequer’s special representa-
tive to the City of London.

Last year, UBS was hired by the
U.K. government to advise on the
sale of nuclear-power company Brit-
ish Energy PLC, which last month
was acquired by French utility Elec-
tricité de France SA.

The bank was also one of the advis-
ers to U.K. mortgage lender Bradford
& Bingley, which was nationalized
last month by the government after
attempts to inject capital into the
business failed to halt a loss of mar-
ket confidence in the institution.
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M
ORE THAN
3,000 U.K. gov-
ernment jobs

will be cut over the
next two years as a re-
sult of the takeover of
Electronic Data Sys-
tems Corp. by Hewlett-
Packard Co., Britain’s
largest union said.

EDS has contracts with departments such as the
Ministry of Defense and the Department for Work
and Pensions, said the Public and Commercial Ser-
vices Union. The union, which represents more than
2,000 EDS staff, said it would “vigorously oppose”
any layoff plans and warned public-service delivery
could be harmed. Hewlett-Packard said that as
many as 3,378 positions could be affected.
 —Roundup

Union warns of job cuts
in H-P’s takeover of EDS

F
RENCH mutual
banks Caisse
Nationale des

Caisses d’Épargne
and Banque Fédérale
des Banques Popu-
laires said Wednes-
day they plan to
merge.

The European
banking map is being redrawn by the global finan-
cial crisis, with weaker players being nationalized
or forced into mergers. This merger would create
France’s second-largest bank by market share after
Crédit Agricole SA. Concerns have been mounting
over the banks after their joint unit—investment
bank Natixis SA—was forced to raise capital to re-
pair damages caused by the subprime crisis.
 —Nicolas Parasie
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Steelmakers fear overcapacity
Further output drop
could come as prices
approach break-even

Credit crunch gives rise
to new French bank giant

T
HE EUROPEAN Com-
mission wants to give
Internet shoppers more

rights and better protection,
to boost Internet shopping
across the continent and pro-
vide consumers with more
competitive prices.

EU Consumer Commis-
sioner Meglena Kuneva said
she has proposed establish-
ing a blacklist of unfair con-
tract terms. She also sug-

gested cooling-off periods to give consumers time to
back out of a sale. She said European consumers were
shopping too much within their own country, even
when it was more expensive. Increasing Internet shop-
ping across Europe would allow the best cost-quality
companies to stand out, she said. —Associated Press

By Robert Guy Matthews

Washington

W ORLD STEELMAKERS, gath-
ering at a meeting in Wash-
ington, are scrambling to

determine how far to cut output be-
fore prices fall below the break-
even cost of making steel.

The price of the benchmark
steel product, hot-rolled steel, is
$780 a metric ton on global mar-
kets, says Peter Marcus, steel ana-
lyst for World Steel Dynamics.
That is down from $1,000 a metric
ton earlier this year but still more
than the $650 it costs for most
steelmakers to make a metric ton
of steel.

South Korea’s Posco, the
world’s fourth-largest steelmaker
by production, this week warned

that there could be too much steel
capacity by the end of the year, es-
pecially given the widening global
slowdown, and that steelmakers
need to accelerate produc-
tion cutbacks. “We should
prepare for the risk of a
deep recession,” said Ku-
Taek Lee, Posco’s chief ex-
ecutive officer.

China’s steel associa-
tion said some of its steel-
makers were planning to
cut production by about
20% to help buoy falling
prices. Pittsburgh-based
U.S. Steel Corp.’s chief ex-
ecutive officer, John
Surma, said steelmakers were pre-
pared to match production with de-
mand but declined to provide spe-
cifics.

“The question isn’t if there is go-
ing to be overcapacity,” said World
Steel’s Mr. Marcus. “The question
is how they are going to deal with
it.” The industry is expected to add
5% more capacity within the next
12 months, even though some exist-

ing steel plants don’t have enough
business and are operating at half
their capacity, as is the case in Mex-
ico and Ukraine.

Not all steelmakers
agree that the industry is
headed toward excess sup-
ply. “I don’t think that we
are going toward overca-
pacity,” said Lak-
shmi Mittal, chief
executive officer
of ArcelorMittal,
the world’s larg-
est steelmaker,
which already has
announced it will
reduce produc-

tion by 15% in some mar-
kets.

He said tightening in
the credit markets could
keep supply in line with de-
mand, as proposed new mills or ex-
pansions fail to get necessary fi-
nancing. Moreover, he said the
downturn may discourage some
new players who had been drawn
by high steel prices from entering

the market. He believes the long-
term prospects for the industry re-
main strong, with a 5% annual
growth rate.

Should the price of hot-rolled
steel fall to less than $650 a metric
ton, the industry could see weaker
steelmakers fail. More likely, how-
ever, is that the industry may enter

a new wave of consolida-
tion, especially now that
some steel stocks are trad-
ing at 52-week lows.

The mood at the World
Steel Association confer-
ence marks a sharp
change from this summer,
when steel prices were at
record highs and mills
were running at full capac-
ity. Demand was expected
to rise 8%, outpacing the
5% capacity growth.

Now, many larger steel buyers
aren’t getting short-term lines of
credit from lenders to purchase raw
steel and process it. Others are de-
laying purchases because they don’t
want to be stuck with excess steel.
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BA loses strength in Iberia talks
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Lakshmi Mittal

Tata Consultancy Services Ltd.
said it will pay $505 million for the
India-based back-office arm of Citi-
group Inc., a sign of how Indian com-
panies are seeking to snap up such
assets as foreign banks raise funds
amid the current financial tumult.

TCS is buying the entire 96.26%
stake held by Citigroup in Citigroup

Global Services Ltd. TCS is paying
cash, according to a company state-
ment. The deal is expected to be
completed by year end.

Citigroup’s back-office operation
has more 12,000 employees and ex-
pects to generate revenue of about
$278 million in 2008, TCS said.

The purchase gives TCS a unit
that can handle several operations a
bank would need, such as loan pro-
cessing, origination and cash man-
agement, said N. Chandrasekaran,
chief operating officer and execu-
tive director. The company plans to
market the office’s services to other
financial institutions, he said.

Don Callahan, Citigroup’s chief
administrative officer, said the deal
will help Citigroup reduce operat-
ing expenses and allow the com-
pany to focus on its core financial-
services operations.

As the global credit crisis deep-
ens, some Wall Street banks have
been shopping assets for quick cash.
Cash-rich Indian technology compa-
nies are proving ready buyers, espe-
cially for back-office units that
mesh with existing outsourcing op-
erations. In September, India’s
Wipro Ltd. and Copal Partners Ltd.
signaled interest in Lehman Broth-
ers Holdings Inc.’s back-office opera-
tions in India after the New York
bank filed for bankruptcy-court pro-
tection. It was eventually sold to To-
kyo-based Nomura Holdings Inc.

In the TCS-Citigroup deal, the In-
dian company said it will operate
the office as a separate entity and re-
tain the entire management. TCS
said it received a $2.5 billion, nine-
and-a-half-year technology-out-
sourcing contract from Citigroup,
making it one of the Indian compa-
ny’s top five customers.

By Kaveri Niththyananthan

LONDON—A slump in the share
price of British Airways PLC and a
widening pensions deficit have
weakened the U.K. carrier’s hand in
negotiating the details of a merger
with Iberia Líneas Aéreas de España
SA.

BA’s shares have lost more than
50% of their value in the past month
and analysts say its pension prob-
lem could force it to cede a bigger
stake in a merged entity to the Span-
ish airline.

“The level of pension deficit will
be a significant factor for any valua-
tion of BA and is likely to be a major
issue in its negotiations with Ibe-
ria,” said Leigh Bailey, credit ana-
lyst at ratings agency Standard and
Poor’s.

BA’s pension plans in August
showed a deficit of about £1.7 billion
($2.97 billion). It disclosed earlier
this year it had paid £610 million to
the New Airways Pension Scheme.

An industry slowdown amid high oil
prices and a credit squeeze likely
has hurt the company’s revenue
since then. BA’s three-year actuarial
evaluation of its pension plans is
due to start in March and may re-
quire the airline to inject more cash.

“The pension deficit is very large
and rising and it isn’t going to go
away,” said Gert Zonneveld, analyst
at Panmure Gordon. There is no sug-
gestion BA’s pension woes will scut-
tle the merger plans.

People familiar with the merger
negotiations have said previously
that BA hoped to get between 65%
and 70% of the merged company.
The British and Spanish carriers an-
nounced a £3.16 billion all-share
merger in July, but the terms
haven’t yet been worked out.

But Miguel Blesa, chairman of
savings bank Caja Madrid, one of
Iberia’s main shareholders, earlier
this week said BA and Iberia contin-
ued to discuss terms, and that the
most likely scenario would be for BA

shareholders to control 60% of the
new entity, while Iberia holders
would own 40%. Officials at Iberia
and Caja Madrid Wednesday said
that talks continue, but declined to
comment further.

A spokesman for BA said the
merger “would conclude as soon as
possible but, given current issues in
the aviation market, had been de-
layed.”

Any delay in negotiations would
give BA time to see if its share price
can retrace some losses and give the
airline more power at the bargain-
ing table. Shares in BA closed down
7 pence, or 5.7% lower, at 120.9
pence, down 51% from 253 pence on
Sept. 8. Iberia’s shares have lost 35%
of their value in the past month. Ibe-
ria Wednesday took advantage of a
lower BA share price and exercised
options to raise its stake to 7.3%
from 7.16%.
 —Christopher Bjork

and Jason Sinclair in Madrid
contributed to this article.
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John Surma

Anglo-Russian iron-ore miner Ar-
icom PLC would consider bringing
in a strategic partnerto help finance
two iron-ore projects in eastern Rus-
sia, the company’s chief executive,
Jay Hambro, said.

Aricom on Wednesday said it ex-
pects it will need as much as $1 bil-
lion in external funding to develop
the two projects. Shares in the
miner fell amid concerns it would
struggle to finance the project at a
time when the debt markets have
virtually closed for business. In U.K.
trading, Aricom’s stock ended at
14.75 pence (26 U.S. cents), down
2.25 pence, or 13%.

Independent consultants veri-
fied that the K&S and Garinskoye
projects are expected to process 20
million metric tons a year of iron
ore into concentrated iron-ore prod-
ucts and direct reduced iron.

Miner Aricom
weighs partner
for two projects

Consumer chief proposes
new Web-shopping rights

Citigroup to sell
back-office arm
to India’s TCS

By Romit Guha in Mumbai and
Niraj Sheth in New Delhi
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 62.30 $24.73 –0.61 –2.41%
Alcoa AA 57.10 14.59 –2.12 –12.69%
AmExpress AXP 18.70 27.12 –1.13 –4.00%
BankAm BAC 272.80 21.95 –1.82 –7.66%
Boeing BA 11.00 47.70 –1.58 –3.21%
Caterpillar CAT 15.40 47.65 0.32 0.68%
Chevron CVX 26.00 73.10 –0.25 –0.34%
Citigroup C 146.90 14.40 –0.75 –4.95%
CocaCola KO 23.10 47.41 –1.89 –3.83%
Disney DIS 28.00 25.68 –0.89 –3.35%
DuPont DD 13.60 36.12 0.02 0.06%
ExxonMobil XOM 67.80 77.00 0.93 1.22%
GenElec GE 129.80 20.65 0.35 1.72%
GenMotor GM 24.00 6.91 –0.65 –8.60%
HewlettPk HPQ 39.70 40.00 0.32 0.81%
HomeDpt HD 34.00 21.17 –0.72 –3.29%
Intel INTC 119.50 16.25 0.23 1.44%
IBM IBM 16.70 90.55 –5.10 –5.33%
JPMorgChas JPM 69.50 39.30 –0.02 –0.05%
JohnsJohns JNJ 36.50 62.36 –0.13 –0.21%
KftFoods KFT 20.10 29.97 –0.77 –2.50%
McDonalds MCD 19.20 53.41 –1.56 –2.84%
Merck MRK 20.40 28.52 –0.40 –1.38%
Microsoft MSFT 164.80 23.01 –0.22 –0.95%
Pfizer PFE 106.20 17.13 –0.52 –2.95%
ProctGamb PG 35.40 66.10 –0.15 –0.23%
3M MMM 12.30 57.37 –2.60 –4.34%
UnitedTech UTX 13.30 49.68 –0.44 –0.88%
Verizon VZ 31.60 27.73 –0.70 –2.46%
WalMart WMT 45.00 54.55 –0.29 –0.53%

Dow Jones Industrial AverageP/E: nil
LAST: 9258.10 t 189.01, or 2.00%

YEAR TO DATE: t 4,006.72, or 30.2%

OVER 52 WEEKS t 4,820.59, or 34.2%

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

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

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

Fortis Bank 122 –41 –218 8 FIAT 350 9 83 110

Seat Pagine Gialle 1296 –37 15 311 Royal Bk Scotland  293 9 –4 174

Barclays Bank 200 –36 –62 72 Imperial Tob Gp  223 12 40 61

Thomson 722 –34 120 161 Hanson 262 14 71 79

Next 277 –27 6 –23 Old Mut 311 15 74 180

UBS 258 –25 –19 129 Nthn Rock 271 20 16 91

PPR 295 –25 15 47 HeidelbergCement 589 25 157 229

DSG Intl 410 –24 –14 –26 Xstrata 363 27 95 200

Bk of Scotland 270 –24 –48 40 CIE Industriali Riunite 497 92 129 147

Wendel 523 –23 54 105 FCE Bank 1809 185 743 937

Source: Markit Group

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

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

SAP Germany Software $45.9 26.97 0.86% –32.1% –23.9%

Royal Bk of Scot U.K. Banks 26.0 0.91 0.78 –80.6 –79.6

Assicurazioni Gen Italy Full Line Insurance 41.7 21.66 –0.37% –30.8 –6.5

Barclays U.K. Banks 39.3 2.78 –2.37 –56.4 –48.7

HSBC Hldgs U.K. Banks 183.0 8.78 –2.52 –7.0 –2.2

ArcelorMittal Luxembourg Iron & Steel $45.5 23.00 –17.39% –58.6 ...

Credit Suisse Grp Switzerland Banks 42.2 42.10 –16.14 –48.6 –25.5

UniCredit Italy Banks 44.5 2.45 –12.99 –61.1 –47.6

GDF Suez France Multiutilities 90.3 30.20 –10.93 –18.1 13.7

ING Groep Netherlands Life Insurance 36.3 12.78 –10.82 –60.5 –46.6

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

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

Nokia 63.5 12.24 –3.16% –52.7% –12.8%
Finland (Telecom Equipment)
Nestle S.A. 150.5 44.50 –3.18 –13.0 19.6
Switzerland (Food Products)
Vodafone Grp 122.7 1.22 –3.34 –28.9 –18.6
U.K. (Mobile Telecom)
Diageo 41.4 8.52 –3.40 –21.8 3.7
U.K. (Distillers & Vintners)
Tesco 51.9 3.81 –3.96 –17.9 25.4
U.K. (Food Retailers & Wholesalers)
Roche Hldg Part. Cert. 103.7 167.10 –4.51 –22.6 –10.9
Switzerland (Pharmaceuticals)
GlaxoSmithKline 114.1 11.52 –4.71 –12.1 –20.3
U.K. (Pharmaceuticals)
France Telecom 66.9 18.77 –5.06 –18.9 –20.2
France (Fixed Line Telecom)
Soc. Generale 46.2 57.31 –5.34 –51.0 –34.7
France (Banks)
Banco Bilbao Viz 56.7 11.09 –5.54 –35.5 –22.7
Spain (Banks)
Banco Santander 90.9 10.65 –5.75 –22.3 –1.1
Spain (Banks)
Royal Dutch Shll 91.0 18.80 –5.76 –34.4 –26.8
U.K. (Integrated Oil & Gas)
Telefonica S.A. 100.9 15.71 –5.76 –18.7 15.5
Spain (Fixed Line Telecom)
Deutsche Telekom 64.2 10.78 –5.77 –21.0 –29.1
Germany (Mobile Telecom)
Intesa Sanpaolo 53.4 3.30 –5.85 –40.4 –12.5
Italy (Banks)
Unilever 43.9 18.77 –5.94 –15.0 –3.3
Netherlands (Food Products)
British Amer Tob 59.4 16.93 –6.10 –0.6 47.1
U.K. (Tobacco)
Sanofi-Aventis S.A. 78.0 43.47 –6.10 –31.1 –36.1
France (Pharmaceuticals)
ABB 34.7 16.90 –6.11 –47.0 82.2
Switzerland (Industrial Machinery)
UBS 47.2 18.21 –6.13 –69.9 –62.9
Switzerland (Banks)

Novartis 132.8 56.85 –6.19% –11.2% –14.1%
Switzerland (Pharmaceuticals)
E.ON 86.4 31.65 –6.39 –25.6 31.2
Germany (Multiutilities)
BP 149.4 4.17 –6.76 –28.1 –34.2
U.K. (Integrated Oil & Gas)
Astrazeneca 57.8 22.94 –6.82 –10.4 –15.5
U.K. (Pharmaceuticals)
Iberdrola S.A. 43.0 6.31 –6.93 –41.6 11.1
Spain (Conventional Electricity)
AXA S.A. 52.4 18.60 –7.09 –41.4 –16.3
France (Full Line Insurance)
Total S.A. 120.2 37.15 –7.16 –32.3 –29.7
France (Integrated Oil & Gas)
BNP Paribas S.A. 78.9 63.43 –7.30 –21.2 0.9
France (Banks)
Bayer 48.3 46.34 –7.50 –16.5 55.7
Germany (Specialty Chemicals)
Allianz SE 49.0 79.34 –7.70 –51.4 –31.0
Germany (Full Line Insurance)
Koninklijke Philips Elec 23.5 16.46 –8.43 –48.6 –22.8
Netherlands (Consumer Electronics)
Anglo Amer 33.0 14.20 –8.74 –57.9 –15.5
U.K. (General Mining)
Daimler 32.7 24.83 –9.38 –66.6 –41.2
Germany (Automobiles)
BASF 36.5 28.30 –9.41 –40.6 –8.5
Germany (Commodity Chemicals)
L.M. Ericsson Tel B 20.0 47.70 –9.49 –63.7 –65.2
Sweden (Telecom Equipment)
ENI 83.5 15.27 –9.54 –41.6 –33.6
Italy (Integrated Oil & Gas)
Rio Tinto 48.4 26.27 –9.94 –40.4 15.8
U.K. (General Mining)
Siemens 61.2 49.08 –10.01 –49.7 –21.6
Germany (Electronic Equipment)
BHP Billiton 37.6 9.73 –10.53 –46.0 15.4
U.K. (General Mining)
Deutsche Bk 28.2 38.94 –10.65 –58.6 –49.5
Germany (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -10.33% -19.23% -22.1% -26.8% -26.8%
Merger Arbitrage -7.67% -11.10% -10.1% -9.9% -9.5%
Event Driven -6.97% -11.52% -13.4% -14.6% -15.9%
Distressed Securities -4.25% -12.36% -13.7% -19.3% -21.7%
Equity Market Neutral 0.43% -0.42% -5.5% -3.8% -1.9%
Equity Long/Short -4.19% -8.01% -12.7% -12.8% -11.0%

*Estimates as of 10/07/08, 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 99.76% 0.01% 1.35 1.18 1.25

Eur. High Volatility: 10/1 2.43 99.01 0.02 2.60 2.16 2.37

Europe Crossover: 10/1 6.16 97.91 0.06 6.40 5.74 5.99

Asia ex-Japan IG: 10/1 2.49 97.87 0.02 2.97 1.99 2.40

Japan: 10/1 1.96 97.82 0.02 2.14 1.58 1.80

 Note: Data as of October 7

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.

Europe, Middle East & Africa: Bank revenues from equity capital markets

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

Source: Dealogic
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By Lyndal McFarland

MELBOURNE, Australia—Com-
monwealth Bank of Australia said
it will buy HBOS PLC’s BankWest
arm in Australia for 2.1 billion Aus-
tralian dollars (US$1.48 billion) as
the consolidation of Australia’s
banking sector continues.

Commonwealth also is consid-
ering its options on Suncorp-Met-
way Ltd.’s banking and wealth-
management arms and has held
high-level talks with the Brisbane-
based group on the businesses,
which are valued by some analysts

around A$8 billion.
Buying BankWest will signifi-

cantly boost Commonwealth’s
presence in the fast-growing West-
ern Australia state and help shore
up its position as the nation’s larg-
est mortgage lender.

The deal continues the land
grab under way by some of Austra-
lia’s biggest banks, which are look-
ing to boost market share amid
the current turmoil.

“The Commonwealth Bank reg-
ularly reviews acquisition oppor-
tunities but rarely have we seen a
quality asset such as BankWest be-
come available on such attractive
terms to us,” Commonwealth
Chief Executive Ralph Norris said.

The purchase price represents
0.8 times book value, and 11.2
times 2007 net profit, which trad-
ers said is a good deal for the Aus-
tralian lender. Westpac Banking
Corp. is paying 2.7 times book
price for St. George Bank Ltd.

The sale will free up much-
needed capital for HBOS, which is
being taken over by Lloyds TSB,
and reduce the U.K. bank’s funding
requirements during unprece-
dented volatility in global finan-
cial markets.

“Our decision to sell the busi-
ness was not taken lightly; never-
theless, the capital and funding
benefits for us are significant,”
HBOS International Chief Execu-

tive Collin Matthew said in a pre-
pared statement. HBOS will also
receive a return of A$360 million
of excess capital in BankWest.

Commonwealth will fund the
deal through an accelerated insti-
tutional share placement, which is
being conducted. Commonwealth
shares were halted from trade
while shares were being placed.

The deal, which includes
HBOS’s St. Andrew’s wealth-man-
agement and insurance arm, re-
mains subject regulatory ap-
proval. Mr. Norris said he believes
there is a good chance that regula-
tors won’t stand in the way of the
deal.

He also said the acquisition
won’t stop it from looking at Sun-
corp’s banking arm. But he said
the group isn’t currently involved
in any formal process for Suncorp,
which said Monday it has had “sev-
eral” approaches about its bank-
ing and wealth-management busi-
nesses.

Analysts expect National Aus-
tralia Bank Ltd. and Australia &
New Zealand Banking Group Ltd.
to take a close look at Suncorp’s
businesses, which are largely fo-
cused on the high-growth Queens-
land state, and believe Suncorp
will be a willing seller at the right
price.
 —Ross Kelly in Sydney

contributed to this article.

Australian bank to buy HBOS arm

Pfizer cited over studies
Suit claims company
spun negative results
of Neurontin research

Advertising

By Keith J. Winstein

Pfizer Inc. marketers urged the
suppression of medical studies
that reached unfavorable conclu-
sions about the effectiveness of
the company’s big-selling drug
Neurontin, according to internal
Pfizer documents submitted in a
lawsuit against the company.

In 2004, Pfizer’s Warner-Lam-
bert unit pleaded guilty to felony
charges that it promoted Neuron-
tin for uses not approved by the
U.S. Food and Drug Administra-
tion, including bipolar disorder
and chronic nerve pain. The FDA
originally approved the drug as an
antiseizure treatment for epilepsy
and in 2002 for one kind of pain re-
lated to shingles.

Pfizer paid $430 million to re-
solve the charges and reimburse
state Medicaid programs for unap-
proved, or off-label, uses of Neu-
rontin. Pfizer said it made sure
there was no improper marketing
after it purchased Warner-Lam-
bert in 2000. Pfizer has booked
about $12 billion in Neurontin
sales since then and, though the
drug is now subject to generic com-
petition, it remains a strong
seller.

Documents and emails re-
leased this week in the case in U.S.
District Court in Boston suggest
Pfizer’s marketers influenced the
drug’s scientific record to boost
sales at least until 2003 by declin-
ing to release or altering the con-
clusions of studies that found no
beneficial effect from Neurontin

for various off-label conditions.
The case consolidates lawsuits by
health insurers and consumers
seeking refunds for their Neuron-
tin expenditures, based on alleged
civil fraud. Plaintiffs are seeking
$4.9 billion.

Pfizer said it was “committed
to the communication of medi-
cally or scientifically significant
results of all studies, regardless of
outcome.” The company pointed
to examples where it published
studies of Neurontin with nega-
tive outcomes.

According to documents in the
Boston case, a European study
done in the late 1990s by Warner-

Lambert to measure Neurontin’s
use for diabetic nerve pain pro-
duced consternation at Pfizer af-
ter it failed to find a significant ef-
fect. “I think we can limit the po-
tential downsides of the…study by
delaying the publication for as
long as possible,” wrote Michael
Rowbothan, then Neurontin’s mar-
keting-team leader, in a 2000
email sent after Pfizer bought
Warner-Lambert. He added that
“it will be more important to how
WE write up the study.”

The study’s scientific manager,
Beate Roder, wrote in an email to
employees after Pfizer agreed to
buy Warner-Lambert that she had
been instructed “that we should
take care not to publish anything
that damages Neurontin’s market-

ing success.” Neurontin has been
widely prescribed for diabetic
nerve pain, according to market re-
searchers.

In 2002, Angela Crespo, then
Neurontin’s senior marketing man-
ager, emailed an outside firm that
was contracted to write up the
study’s results: “We are not inter-
ested at all in having this paper
published because it is negative!!”
Pfizer declined to make the three
employees in the emails available
for interviews.

The company’s write-up of the
study was subsequently rejected
by two medical journals. Some re-
viewers said the company was put-

ting too rosy a spin on the results,
the court documents show. The pa-
per was never published, although
Pfizer later summarized some of
the study’s results in 2003 in an ob-
scure medical journal, Clinical
Therapeutics.

That review excluded another
study Pfizer conducted in Scandi-
navia, which examined Neuron-
tin’s effectiveness for postopera-
tive nerve pain. The study found
Neurontin didn’t work measur-
ably better than a sugar pill, ac-
cording to a Pfizer internal report.
The finding has never been pub-
lished, though the analysis was
completed in 2003. Pfizer pre-
sented a study summary at a 2002
conference.

The right ‘Fit’
Honda drives out rivals by
tapping Sony to market its
new car > Page 29

Pfizer said it was ‘committed to the
communication of medically or
scientifically significant results of all
studies, regardless of outcome.’

CORPORATE NEWS
THE MART

BUSINESS OPPORTUNITIES

BUSINESS SERVICES

BUSINESSES FOR SALE

BUSINESSES FOR SALE

CAPITALWANTED

MARKETING SERVICES

TRAVEL

Own an Energy
Conservation Business
Energy Automation Systems,

Incorporated. Tap into decades of experience
and skill to enjoy an

exciting and profitable career as an indepen-
dent EASI affiliate.

For information call 615-822-7250
or

www.energysavingbusiness.com

www.the2008bailout.com
www.thegreat2008bailout.com

www.the2008wallstreetbailout.com
www.thegreat2008wallstreetbailout.com

www.thewallstreetbailout.com
Price for entire portfolio: $75K usd.
brian@internationaldomaintrading.com

Call: 970-222-6330

Bailout Domains for Sale

Newly tested Patent
Protected in 139 Countries
Residential & Commercial

Applications
Saves 40+% on Fuel & Emissions

Ready for the Marketplace
One of a kind product

jerryrbivens@msn.com

1 ,000 ac. industrial grade l imestone.
60 to 80 ac. level for development direct access
I-84, Union Pacific Rail Road, gas pipeline & power
grid. 14 concrete silos, 80 miles to Boise, ID.
Zoned industrial mining, great tax incentives.
$1 million obo. 503-670-1093

OregonMountain

à As with all investments,
appropriate advice should be obtained prior

to entering into any binding contract. à

IBG Business Services, Inc.
MFR/DIST Branded Gift Items

$2.3mm EBITDA
MFR Private Label
Garments - Asia
$1.8mm EBITDA

Branded Auto Products
Distributor

$1.7mm EBITDA
Granite Fabrication
$1.2mm EBITDA

Regional Exercise Equipment Chain
$972K EBITDA

For more opportunities -
www.IBGBusiness.com

303-785-0525

Miami, Florida

Turn Key Diagnostic Center
For Sale

Open MRI, Cat Scan, Bone density, customer
base, computer system, on insurance panels
beautifully furnished and equipped.

786-302-3343

ASSIGNEE ORDERED SALE
Assignment for the Benefit of Creditors. Selling
Assets Free & Clear. Now accepting offers on
Digital Interactive Media Co. Social Media–Social
Commerce, Small Business Communication tools.
Co-Brand partnerships. $25M+ invested in
technology, $2M in marketing. Intl operation–
Visitors in 225 diff countries. High-quality adult
audience. Over 800,000 registered users.
3 Patents pending on Tech Platform–Data mining.
4 US & 1 European Data Centers Capable of
handling 25M users.

Ron Brazda, Case Administrator
Michael Moecker & Associates

954-252-1560
rbrazda@moecker.com
For confidentiality agreement,

terms of sale & company presentation

20 acres zoned heavy industrial
chipping mill, grinding mill, debarker, screens, bins,
conveyors, truck scale, assets only §§§$5.2 Mil

Principals 678-644-8941

FOR SALE
WOOD CELLULOSE PLANT

Atlanta, GA
CHIPS/MULCH/GRINDINGS

§$100 Million Proved Reserves plus exploration
upside.
§$1 .2 Mil l ion NOI projected 2008, can be
increased significantly.

§Asking $10 Million take all.
No Brokers

(512) 826-5779

Texas Oil & Gas
Business For Sale

Notice of Fair Sol ic itation for
advertisers wishing to reach moving
consumers and catalog customers. These
opportunities include advertising in U.S.
Postal Service change of address
products including the Mover’s GuideTM,
Mover’s Guide OnlineTM and Welcome
KitTM. These products provide vital
information and savings to moving
households. If interested in advertising in
Imagitas products,

Call 1-800-794-8510.
For additional information go to

www.imagitas.com

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

MAKE GREAT
CONNECTIONS
IN EUROPE.
THE WALL STREET
JOURNAL EUROPE.

To advertise
Emma Balogun
TheWall Street Journal Europe

+44 20 7842 9608 (direct)
+44 20 7842 9650 (fax)

emma.balogun@dowjones.com
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

3.31% 10 World -a % % 189.50 –2.42% –40.2% 5.14% 13 U.S. Select Dividend -b % % 663.19 0.73% –28.5%

3.30% 11 Stoxx Global 1800 181.80 –3.52% –37.7% 185.24 –3.47% –39.9% 4.45% 14 Infrastructure 1335.90 –1.81% –29.7% 1735.75 –1.87% –32.3%

3.77% 11 Stoxx 600 226.30 –5.99% –41.7% 230.63 –5.93% –43.8% 2.29% 9 Luxury 676.70 –0.54% –46.1% 781.87 –0.61% –48.2%

3.88% 10 Stoxx Large 200 246.30 –6.18% –40.8% 249.61 –6.13% –43.0% 2.18% 9 BRIC 50 262.90 –8.96% –52.4% 343.38 –8.55% –54.0%

3.09% 11 Stoxx Mid 200 193.10 –5.10% –45.4% 195.66 –5.05% –47.4% 6.17% 4 Africa 50 725.80 –2.65% –33.0% 627.79 –2.72% –35.6%

3.47% 10 Stoxx Small 200 121.60 –4.79% –46.8% 123.19 –4.74% –48.7% 7.80% 7 GCC 40 732.40 –3.34% –25.0% 634.27 –3.29% –27.7%

3.79% 10 Euro Stoxx 247.00 –5.91% –42.5% 251.73 –5.85% –44.6% 3.95% 10 Sustainability 763.80 –2.42% –37.0% 881.62 –2.18% –39.1%

3.87% 10 Euro Stoxx Large 200 267.00 –6.15% –42.1% 270.44 –6.09% –44.2% 2.70% 11 Islamic Market -a % % 1583.19 –1.64% –36.2%

3.31% 11 Euro Stoxx Mid 200 215.90 –4.60% –43.8% 218.58 –4.54% –45.9% 2.99% 11 Islamic Market 100 1566.50 –0.55% –28.8% 1832.78 –0.31% –31.3%

3.55% 10 Euro Stoxx Small 200 131.80 –4.85% –45.4% 133.30 –4.79% –47.4% 6.50% 6 Islamic Turkey -c 1999.70 –1.81% –34.1% % %

9.20% 7 Stoxx Select Dividend 30 1468.10 –4.77% –54.4% 1714.42 –4.71% –56.1% 2.60% 14 Wilshire 5000 % % 10220.23 1.62% –35.3%

6.29% 7 Euro Stoxx Select Div 30 1626.60 –7.66% –52.4% 1906.86 –7.61% –54.2% % DJ-AIG Commodity 150.90 –1.75% –11.5% 149.53 –1.69% –14.8%

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

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

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

Australia 1.4998 2.6004 1.3256 0.2107 0.0575 0.2426 0.0150 0.4172 2.0479 0.2746 1.3418 ...

 Canada 1.1178 1.9381 0.9880 0.1570 0.0428 0.1808 0.0112 0.3109 1.5263 0.2047 ... 0.7453

 Denmark 5.4617 9.4697 4.8273 0.7671 0.2093 0.8833 0.0546 1.5192 7.4576 ... 4.8861 3.6416

 Euro 0.7324 1.2698 0.6473 0.1029 0.0281 0.1184 0.0073 0.2037 ... 0.1341 0.6552 0.4883

 Israel 3.5950 6.2332 3.1775 0.5049 0.1378 0.5814 0.0359 ... 4.9088 0.6582 3.2161 2.3970

 Japan 100.0350 173.4457 88.4170 14.0501 3.8337 16.1788 ... 27.8261 136.5928 18.3159 89.4928 66.6983

 Norway 6.1831 10.7206 5.4650 0.8684 0.2370 ... 0.0618 1.7199 8.4427 1.1321 5.5315 4.1226

 Russia 26.0937 45.2426 23.0632 3.6649 ... 4.2202 0.2608 7.2583 35.6296 4.7776 23.3438 17.3980

 Sweden 7.1199 12.3448 6.2930 ... 0.2729 1.1515 0.0712 1.9805 9.7219 1.3036 6.3696 4.7472

 Switzerland 1.1314 1.9617 ... 0.1589 0.0434 0.1830 0.0113 0.3147 1.5449 0.2072 1.0122 0.7544

 U.K. 0.5768 ... 0.5098 0.0810 0.0221 0.0933 0.0058 0.1604 0.7875 0.1056 0.5160 0.3845

 U.S. ... 1.7339 0.8839 0.1405 0.0383 0.1617 0.0100 0.2782 1.3654 0.1831 0.8946 0.6668

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 427.50 10.50 2.52% 799.25 258.50
Soybeans (cents/bu.) CBOT 964.00 38.00 4.10 1,636.75 622.00
Wheat (cents/bu.) CBOT 608.00 4.75 0.79 1,284.25 430.00
Live cattle (cents/lb.) CME 94.950 –0.150 –0.16% 115.325 92.275
Cocoa ($/ton) ICE-US 2,342 –80 –3.30 3,273 1,845
Coffee (cents/lb.) ICE-US 114.55 0.35 0.31 178.90 109.35
Sugar (cents/lb.) ICE-US 11.89 –0.14 –1.16 15.85 9.89
Cotton (cents/lb.) ICE-US 53.58 0.02 0.04 98.45 52.00
Crude palm oil (ringgit/ton) MDEX 1,775.00 –75 –4.05 3,665 1,755
Cocoa (pounds/ton) LIFFE 1,396 –24 –1.69 1,706 979
Robusta coffee ($/ton) LIFFE 1,741 –123 –6.60 2,747 1,642

Copper (cents/lb.) COMEX 235.50 –17.95 –7.08 404.50 220.00
Gold ($/troy oz.) COMEX 906.50 24.50 2.78 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1177.20 39.20 3.44 2,155.00 601.00
Aluminum ($/ton) LME 2,319.50 47.50 2.09 3,340.00 2,254.00
Tin ($/ton) LME 15,400.00 –750.00 –4.64 25,450 14,545
Copper ($/ton) LME 5,435.00 –185.00 –3.29 8,811.00 5,435.00
Lead ($/ton) LME 1,615.00 –53.00 –3.18 3,875.00 1,564.00
Zinc ($/ton) LME 1,530.00 –5.00 –0.33 3,169.50 1,530.00
Nickel ($/ton) LME 13,650 –595 –4.18 34,050 13,650

Crude oil ($/bbl.) NYMEX 88.43 –0.28 –0.32 148.60 19.75
Heating oil ($/gal.) NYMEX 2.4945 –0.0112 –0.45 4.2500 1.9895
RBOB gasoline ($/gal.) NYMEX 2.0298 –0.0330 –1.60 3.5475 1.9605
Natural gas ($/mmBtu) NYMEX 6.742 –0.026 –0.38 13.998 4.750
Brent crude ($/bbl.) ICE-EU 85.71 –0.21 –0.24 150.12 54.51
Gas oil ($/ton) ICE-EU 783.75 –27.25 –3.36 1,357.50 739.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Oct. 8
Per In

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

Argentina peso-a 4.4019 0.2272 3.2238 0.3102

Brazil real 3.2634 0.3064 2.3900 0.4184
Canada dollar 1.5263 0.6552 1.1178 0.8946

1-mo. forward 1.5229 0.6566 1.1153 0.8966
3-mos. forward 1.5188 0.6584 1.1123 0.8990
6-mos. forward 1.5165 0.6594 1.1106 0.9004

Chile peso 843.17 0.001186 617.50 0.001619
Colombia peso 3173.31 0.0003151 2324.00 0.0004303
Ecuador US dollar-f 1.3654 0.7324 1 1
Mexico peso-a 18.0035 0.0555 13.1850 0.0758
Peru sol 4.0950 0.2442 2.9990 0.3334
Uruguay peso-e 29.562 0.0338 21.650 0.0462
U.S. dollar 1.3654 0.7324 1 1
Venezuela bolivar 2932.03 0.000341 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 2.0479 0.4883 1.4998 0.6668
China yuan 9.3092 0.1074 6.8177 0.1467
Hong Kong dollar 10.6090 0.0943 7.7696 0.1287
India rupee 65.350 0.0153 47.860 0.0209
Indonesia rupiah 13108 0.0000763 9600 0.0001042
Japan yen 136.59 0.007321 100.04 0.009997

1-mo. forward 135.94 0.007356 99.55 0.010045
3-mos. forward 134.88 0.007414 98.78 0.010123
6-mos. forward 134.09 0.007458 98.20 0.010183

Malaysia ringgit-c 4.7761 0.2094 3.4978 0.2859
New Zealand dollar 2.2712 0.4403 1.6633 0.6012
Pakistan rupee 108.826 0.0092 79.700 0.0125
Philippines peso 64.941 0.0154 47.560 0.0210
Singapore dollar 2.0012 0.4997 1.4656 0.6823
South Korea won 1904.80 0.0005250 1395.00 0.0007169
Taiwan dollar 44.316 0.02257 32.455 0.03081
Thailand baht 46.937 0.02130 34.375 0.02909

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

Euro zone euro 1 1 0.7324 1.3654
1-mo. forward 0.9979 1.0021 0.7308 1.3683
3-mos. forward 0.9976 1.0024 0.7306 1.3687
6-mos. forward 0.9990 1.0010 0.7316 1.3668

Czech Rep. koruna-b 24.642 0.0406 18.047 0.0554
Denmark krone 7.4576 0.1341 5.4617 0.1831
Hungary forint 252.74 0.003957 185.10 0.005402
Malta lira 0.4000 2.5001 0.2929 3.4137
Norway krone 8.4427 0.1184 6.1831 0.1617
Poland zloty 3.4770 0.2876 2.5464 0.3927
Russia ruble-d 35.630 0.02807 26.094 0.03832
Slovak Rep. koruna 30.4495 0.03284 22.3000 0.04484
Sweden krona 9.7219 0.1029 7.1199 0.1405
Switzerland franc 1.5449 0.6473 1.1314 0.8839

1-mo. forward 1.5406 0.6491 1.1283 0.8863
3-mos. forward 1.5353 0.6513 1.1244 0.8894
6-mos. forward 1.5318 0.6528 1.1218 0.8914

Turkey lira 1.9266 0.5190 1.4110 0.7087
U.K. pound 0.7875 1.2698 0.5768 1.7339

1-mo. forward 0.7868 1.2709 0.5762 1.7354
3-mos. forward 0.7874 1.2700 0.5767 1.7341
6-mos. forward 0.7910 1.2643 0.5793 1.7263

MIDDLE EAST/AFRICA
Bahrain dinar 0.5148 1.9423 0.3771 2.6522
Egypt pound-a 7.5212 0.1330 5.5083 0.1815
Israel shekel 4.9088 0.2037 3.5950 0.2782
Jordan dinar 0.9674 1.0337 0.7085 1.4114
Kuwait dinar 0.3654 2.7369 0.2676 3.7371
Lebanon pound 2050.91 0.0004876 1502.00 0.0006658
Saudi Arabia riyal 5.1520 0.1941 3.7731 0.2650
South Africa rand 12.6304 0.0792 9.2500 0.1081
United Arab dirham 5.0160 0.1994 3.6735 0.2722
SDR -f 0.8911 1.1222 0.6526 1.5323

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights from the Inter-
national Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

Price-to- PREVIOUS SESSION PERFORMANCE

earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

 11 EUROPE DJ Stoxx 600 226.31 –14.41 –5.99% –37.9% –41.7%

 11 DJ Stoxx 50 2360.38 –166.74 –6.60 –35.9% –39.4%

 10 Euro Zone DJ Euro Stoxx 247.01 –15.50 –5.90 –40.5% –42.5%

 9 DJ Euro Stoxx 50 2694.55 –184.90 –6.42 –38.8% –39.3%

 7 Austria ATX 2253.88 –215.00 –8.71 –50.1% –53.0%

 8 Belgium Bel-20 2323.95 –184.74 –7.36 –43.7% –48.5%

 10 Czech Republic PX 1042.6 –42.0 –3.87 –42.6% –44.6%

 11 Denmark OMX Copenhagen 269.86 –16.22 –5.67 –39.9% –45.0%

 9 Finland OMX Helsinki 6061.60 –277.17 –4.37 –47.7% –50.1%

 9 France CAC-40 3496.89 –235.33 –6.31 –37.7% –40.1%

 11 Germany DAX 5013.62 –313.01 –5.88 –37.9% –37.2%

 … Hungary BUX 16164.60 –1277.26 –7.32 –38.4% –41.8%

 2 Ireland ISEQ 3054.39 –244.72 –7.42 –56.0% –63.3%

 7 Italy S&P/MIB 22274 –1348 –5.71 –42.2% –45.6%

 5 Netherlands AEX 285.66 –23.78 –7.68 –44.6% –48.5%

 6 Norway All-Shares 302.18 –19.91 –6.18 –47.0% –46.8%

 17 Poland WIG 33643.42 –523.44 –1.53 –39.5% –46.6%

 9 Portugal PSI 20 6620.51 –250.05 –3.64 –49.1% –47.8%

 … Russia RTSI 761.63 –96.53 –11.25% –66.7% –64.5%

 10 Spain IBEX 35 10297.6 –564.4 –5.20 –32.2% –30.7%

 15 Sweden OMX Stockholm 209.86 –14.27 –6.37 –40.4% –48.2%

 12 Switzerland SMI 6073.45 –354.31 –5.51 –28.4% –33.9%

 … Turkey ISE National 100 30772.63 –789.24 –2.50 –44.6% –46.4%

 9 U.K. FTSE 100 4366.69 –238.53 –5.18 –32.4% –34.2%

 11 ASIA-PACIFIC DJ Asia-Pacific 94.39 –7.39 –7.26 –40.3% –44.1%

 … Australia SPX/ASX 200 4388.1 –230.6 –4.99 –30.8% –34.9%

 … China CBN 600 16161.41 –590.21 –3.52 –61.0% –63.0%

 10 Hong Kong Hang Seng 15431.73 –1372.03 –8.17 –44.5% –46.0%

 13 India Sensex 11328.36 –366.88 –3.14 –44.2% –39.3%

 … Japan Nikkei Stock Average 9203.32 –952.58 –9.38 –39.9% –46.4%

 … Singapore Straits Times 2033.61 –143.94 –6.61 –41.3% –46.0%

 11 South Korea Kospi 1286.69 –79.41 –5.81 –32.2% –37.0%

 11 AMERICAS DJ Americas 255.56 3.84 1.53% –32.2% –35.9%

 … Brazil Bovespa 40163.47 23.62 0.06 –37.1% –36.5%

 10 Mexico IPC 21176.86 292.12 1.40 –28.3% –34.1%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of October 7, 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* 257.96 –2.98%–36.0% –37.4%

3.20% 13 World (Developed Markets) 1,039.72 –3.10%–34.6% –36.4%

2.90% 14 World ex-EMU 120.97 –3.75%–33.1% –35.6%

3.00% 14 World ex-UK 1,030.29 –3.63%–34.3% –36.1%

4.10% 10 EAFE 1,426.09 –0.15%–36.7% –38.0%

3.20% 10 Emerging Markets (EM) 659.09 –1.80%–47.1% –45.3%

4.70% 9 EUROPE 84.20 –0.29%–33.9% –36.2%

4.90% 9 EMU 164.96 0.41%–41.0% –40.0%

4.50% 10 Europe ex-UK 91.17 –0.78%–34.6% –36.2%

6.30% 8 Europe Value 96.08 –1.24%–36.6% –40.1%

3.10% 12 Europe Growth 71.78 0.65%–31.3% –32.4%

4.00% 10 Europe Small Cap 131.21 –1.89%–39.0% –43.6%

3.00% 7 EM Europe 222.65 –1.08%–53.7% –49.4%

5.20% 8 UK 1,369.01 0.29%–28.7% –29.2%

4.40% 10 Nordic Countries 120.03 –1.10%–41.8% –46.7%

2.10% 6 Russia 543.33 –0.57%–63.8% –57.7%

4.00% 12 South Africa 545.26 1.17%–23.5% –23.7%

4.00% 11 AC ASIA PACIFIC EX-JAPAN 294.91 0.16%–44.3% –44.8%

2.20% 14 Japan 614.38 –2.18%–34.6% –40.4%

2.80% 11 China 42.66 –0.00%–50.0% –51.7%

1.30% 14 India 457.89 –0.98%–46.5% –34.8%

2.20% 10 Korea 378.19 1.01%–26.8% –28.6%

6.50% 10 Taiwan 213.40 0.66%–36.1% –41.4%

2.30% 18 US BROAD MARKET 1,085.73 –5.74%–31.9% –34.5%

1.70% 36 US Small Cap 1,410.74 –5.73%–28.9% –32.7%

2.70% 11 EM LATIN AMERICA 2,362.08 –5.62%–46.3% –42.9%

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

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

Computer cited in Qantas mishap

Alibaba opens its purse
Chinese firm bolsters
online-shopping site
with $725 million

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

By Sky Canaves

China’s Alibaba Group Holding
Ltd. plans to invest five billion yuan,
or about US$725 million, in its
Taobao.com online shopping site
over the next five years, the latest
sign of an intensifying battle with
Chinese Internet-search giant
Baidu.com Inc.

Alibaba Group’s investment more
than doubles an earlier plan to spend
two billion yuan on Taobao and is
more than three times the 1.5 billion
yuan Alibaba has invested in the site
since it was established in 2003.

The move comes as Baidu is gear-
ing up to challenge Taobao’s status
as China’s No. 1 auction site by sales
volume. Baidu last month started
testing its consumer e-commerce
platform, with 10,000 sellers drawn
from across China. Baidu Youa—
which translates as “Baidu’s Got
It!”— is expected to open before year
end. The company declined to say
how much it is spending.

Alibaba’s decision was prompted
by faster-than-expected growth for
online shopping, not Baidu’s move,
Alibaba Chief Financial Officer Jo-
seph Tsai said Wednesday.

Internet consulting firm
iResearch projected that the total
value of Chinese online consumer
sales will increase to 126 billion yuan
this year from 16 billion yuan in
2005. Taobao users bought and sold
43.3 billion yuan in goods on the site
last year, Alibaba said. Transactions
reached 41.3 billion yuan in the first
half of this year.

“We believe that online com-

merce will outgrow the Chinese econ-
omy,” Mr. Tsai said.

About a third of China’s 253 mil-
lion Internet users have shopped on-
line, research firm China Intelli-
Consulting Corp. reported last
month, with three-quarters of online
shoppers using Taobao at least once.

When Taobao came onto the
scene in 2003, it undercut then-mar-
ket leader eBay Inc. of the U.S. by not
requiring sellers to pay fees for list-
ing or selling. As eBay users switched
to Taobao, the U.S. company was
forced to drop its fees before drop-
ping out of China altogether.

Competition is intensifying,
though. EBay last year joined forces
with TOM Online Inc., the mainland
China Internet subsidiary of Hong
Kong’s TOM Group Ltd., to relaunch
its auction site under the Eachnet
brand. The site now has roughly an
8% market share of gross sales vol-
ume, according to iResearch. Ten-
cent Holding Ltd.’s three-year-old
Paipai.com has 9%—a distant second
to Taobao’s 76% share.

“It will be hard for [Baidu] to get
the market share from Taobao be-
cause users have very strong loyalty
to Taobao,” says Ning Liu, a senior

analyst at technology-consulting
firm BDA. “If Baidu’s e-commerce
platform cannot provide differenti-
ated services it will be hard for it to
take off.” Mr. Liu said Baidu’s main
advantage is its search-engine pres-
ence, since many Internet users
search Baidu for products they want
to buy online. Baidu, which is listed
on the Nasdaq Stock Market, has
65.8% of the search market, accord-
ing to China IntelliConsulting.

Alibaba’s new investment will
go toward technology upgrades, re-
search and development, and mar-
keting and promotion efforts on be-
half of Taobao sellers, Mr. Tsai
said. The company also plans to
open Taobao’s technology plat-
form to third-party software pro-
viders to develop advanced func-
tions for the site.

Funding will come from Alibaba
Group’s cash reserves, Mr. Tsai said.
Last year’s initial public offering of
the group’s business-to-business
platform, Alibaba.com Ltd., in Hong
Kong brought in US$1.2 billion for
the parent company.
 —Juliet Ye

contributed to this article.

Novartis AG

Swiss drug maker Novartis AG
said an early proof-of-concept
study showed promising results for
its cancer drug Gleevec in the treat-
ment of a rare lung disease, pulmo-
nary arterial hypertension, but
failed to meet its primary goal. Pre-
liminary data from the study involv-
ing 59 patients didn’t show a signifi-
cant improvement in a six-minute
walk test, the Basel-based company
said. The test measures the distance
a patient can walk within six min-
utes. The data, however, suggest
that Gleevec, generically known as
imatinib, provides a treatment ben-
efit. If Novartis’s drug makes it to
market, it might rival the flagship
drug of Swiss rival Actelion AG.
Actelion’s drug Tracleer was the
first successful treatment available
for the debilitating and incurable
disorder.

J Sainsbury PLC
J Sainsbury PLC posted solid sec-

ond-quarter sales growth, but the
U.K. grocer’s shares fell amid talk of
a stake sale by a major investor.
Sainsbury said like-for-like sales ex-
cluding fuel, rose 4.3% in the 16
weeks ended Oct. 4, driven by de-
mand for less-expensive own-brand
goods. Total sales rose 8.4%. The gro-
cer didn’t report sales figures. Sains-
bury shares fell as much as 18% to a
four-year low of 258.5 pence ($4.52)
Wednesday amid talk that entrepre-
neur Robert Tchenguiz was selling
his stake of about 10%. Sainsbury
and a spokesman for Mr. Tchenguiz
declined to comment. The stock
closed down 15% to 267.75 pence.
Separately, Mitchells & Butlers PLC
said billionaire Joe Lewis has
bought Mr. Tchenguiz’s 21.77%
stake in the U.K. pub company.

Paipai
9% 

Eachnet 8% 

Others 7% 

Taobao
76% 

* Includes business-to-consumer, consumer-to-consumer markets Source: iResearch
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Deutsche Bank AG

Deutsche Bank AG said it plans
to ramp up its retail-banking ef-
forts in Europe and Asia, aiming to
double revenue and earnings in its
segment for private and business
clients within four years. Chief Ex-
ecutive Josef Ackermann turned
the spotlight on Deutsche’s retail
business, a source of stability for
the bank as its higher-profile in-
vestment-banking business has
been hammered in the financial cri-
sis. Deutsche’s area for private and
business clients aims to achieve
pretax profit of about Œ2 billion
($2.7 billion) and net revenue of
more than Œ8 billion by 2012,
roughly double their 2007 level,
Mr. Ackermann said, giving the tar-
get for the first time. Mr. Acker-
mann outlined a plan for the unit
that includes establishing a Euro-
pean Consumer Bank.

Groupe Eurotunnel SA

Revenue declines by 12%
following fire last month

Channel Tunnel operator Groupe
Eurotunnel SA posted a 12% drop in
third-quarter revenue, mainly be-
cause of disruptions caused by a fire
aboard one of its trains last month.
Revenue fell to Œ189.2 million
($257.6 million) from Œ214.2 million
a year earlier. Without the incident
in its north tunnel on Sept. 11, in
which 14 people were injured, reve-
nue would have been around Œ210
million, the company said. However,
thanks to insurance coverage, “the
group should not be significantly af-
fected by this incident,” Chairman
and Chief Executive Jacques
Gounon said in a statement. A total
of 2.37 million passengers traveled
through the tunnel on Eurostar
trains in the latest quarter—an in-
crease of 6% from a year earlier.

By Joseph De Avila

Job-search company Monster
Worldwide Inc. completed its acqui-
sition of ChinaHR, paying $174 mil-

lion for the remaining 55% stake in
the Beijing-based online-recruit-
ment company.

Monster hopes the acquisition
gives it a stronger foothold in the
job-recruitment business in China,
Taiwan and Hong Kong. “We’ve
looked at other potential assets in
China, and we, by far, believe this is
the most attractive,” said Chief Exec-
utive Sal Iannuzzi. “It really an-
chors us in a big way in Asia.”

In total, Monster has paid $269
million for ChinaHR. Monster previ-
ously bought 45% of ChinaHR and
made loans to the company totaling

$95 million. Monster had the option
of taking ChinaHR public but de-
cided to buy the company outright.

So far, Monster’s investment in
ChinaHR has yet to pay off. The com-
pany recorded a $3.8 million loss on
its investment in ChinaHR for the
second quarter.

Monster’s acquisition of China-
HR is the latest step the company
has taken to increase its interna-
tional presence. Of the big three job
sites in the U.S., including Career-
builder.com and Yahoo Inc.’s Hot-
Jobs, Monster is the only one with a
significant presence in China.

By Ray Brindal

CANBERRA, Australia—A Qan-
tas Airways Ltd. plane involved in a
midair incident over the Indian
Ocean experienced an irregularity
in its onboard computer equipment
that left the plane flying “of its own
accord,” an aviation safety official
said Wednesday.

Qantas, Australia’s largest car-
rier, said about 75 passengers and
crew sustained injuries Tuesday
ranging from abrasions to fractures
on board the Airbus A330-300 flight
to Perth, Australia, from Singapore.

Julian Walsh, director of avia-
tion safety at the Australian Trans-

port Safety Bureau, said an on-
board electronic centralized air-
craft monitoring system indicated
there was “some irregularity with
the elevator control system.”

The aircraft departed from its
normal flight at 37,000 feet, climbed
300 feet, “then as the crew were re-
sponding, the aircraft pitched down
quite suddenly and rapidly,” he said.

“Certainly, there was a period of
time when the aircraft performed of
its own accord,” Mr. Walsh said.

The aircraft, built in 2003 and op-
erated by Qantas since then, made
an emergency landing at a remote
airfield in Western Australia state.

Qantassaidthatofthe303passen-

gers and 10 crew on the flight, 14 sus-
tained injuries serious enough to re-
quiremedicalevacuation,andaround
30 other passengers and crew re-
ceived treatment at Perth hospitals.

A spokesman at Airbus headquar-
ters in Toulouse, France, said: “The
investigation is ongoing. We are sup-
porting the investigation. It’s prema-
ture to speculate.” The airline also
said it would undertake its own in-
quiry into the cause of the incident.

Separately, Qantas said Wednes-
day it will reduce its international
fuel surcharges by as much as 10%
and cut domestic fares by as much
as 3% in response to recent falls in
oil and jet fuel prices. KBC Group NV

Belgian bank KBC Group NV said
it is in strong financial condition
and won’t be seeking help from the
Belgian government. KBC, which is
considered one of the more conser-
vative banks in Europe, neverthe-
less saw its shares hit by wider fears
about the solvency of Belgian banks.
Recent steep drops in the stock
prices of Fortis NV and Dexia SA had
prompted customers to begin with-
drawing their deposits. The Belgian
government bought part of Dexia
and organized the sale of 75% of For-
tis’s Belgian operations to French
bank BNP Paribas SA. KBC shares
closed down 11% at Œ43, recovering
from an earlier decline of 16%. KBC’s
Tier 1 capital, assets that banks hold
to ensure their solvency, stands at
9% of its capital base, Chief Execu-
tive Andre Bergen said.

Monsanto Co.

Seed and herbicide supplier Mon-
santo Co. said global agricultural de-
mand remains strong and U.S. farm-
ers still have ample access to credit
despite the turmoil in financial and
commodity markets. The St. Louis-
based company’s chief executive,
Hugh Grant, said factors driving de-
mand for its corn, soy and vegetable
seeds are intact. For its fiscal fourth
quarter, ended Aug. 31, Monsanto re-
ported a net loss of $172 million, or
31 cents a share, narrowing from a
year-earlier loss of $210 million, or
39 cents a share. The fourth quarter
is typically the company’s weakest.
Revenue rose 35% to $2.05 billion.
Mr. Grant expressed confidence
that rising protein consumption in
emerging markets and low commod-
ity stockpiles will boost earnings.

Premiere AG

German pay-TV company Pre-
miere AG said its executive-board
member responsible for marketing
and sales, Oliver Kaltner, had left the
company.Mr.Kaltner,whojoinedPre-
miere in July, is the third executive to
leave the company recently. Former
Chief Executive Michael Boernicke
left Premiere Sept. 10, followed by
Chief Financial Officer Alexander
Teschner,wholeftlastweek,afterPre-
miere issued a profit warning. Pre-
miere shares fell 13% to end at Œ2.32
Wednesday. The stock price is down
from the Œ9.27 it was trading at be-
fore the warning. “I wish Premiere’s
management success in its future en-
deavors,” Mr. Kaltner said in a pre-
pared statement. News Corp., which
owns Wall Street Journal publisher
DowJones&Co.,hasa25.01%stakein
Premiere.

Thales SA

French aerospace and defense
contractor Thales SA said it is con-
sidering stepping in to help any sup-
pliers threatened by the financial
crisis, echoing support from plane
maker Airbus. “We have large cli-
ents but suppliers of all sizes,” Tha-
les Chief Executive Denis Ranque
said. “As far as the smaller ones are
concerned, we have launched a
study to see who might be affected
by the credit crisis, and if we have a
supplier which is failing, then we
will do what we can.” The aerospace
industry is battling a seven-year
backlog of demand for airliners,
even though some carriers have
buckled under high oil prices and
tight credit, while European compa-
nies have been squeezed by a weak
dollar.
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PF (LUX)-CHF Liq-Pca CH MM LUX 10/07 CHF 123.67 1.4 1.9 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 10/07 CHF 95.46 1.4 1.9 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 10/07 EUR 141.45 –36.4 –39.8 –15.7
PF (LUX)-Digital Comm-Pca OT EQ LUX 10/07 USD 79.39 –41.9 –39.6 –10.8
PF (LUX)-East Eu-Pca EU EQ LUX 10/03 EUR 255.11 –50.4 –45.9 –15.3
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 10/06 USD 118.62 –48.6 –48.0 –8.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 10/07 USD 360.66 –50.9 –50.2 –12.5
PF (LUX)-Eu Indx-Pca EU EQ LUX 10/07 EUR 92.77 –32.0 –35.8 –14.2
PF (LUX)-EUR Bds-Pca EU BD LUX 10/07 EUR 370.99 2.7 2.3 0.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 10/07 EUR 291.34 2.7 2.3 0.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 10/07 EUR 124.34 –5.2 –5.9 –3.3
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 10/07 EUR 90.64 –5.2 –5.9 –3.3
PF (LUX)-EUR HiYld-Pca EU BD LUX 10/07 EUR 114.21 –20.3 –22.4 –11.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 10/07 EUR 73.86 –20.3 –22.4 –11.2
PF (LUX)-EUR Liq-Pca EU MM LUX 10/07 EUR 133.58 2.9 3.7 3.4
PF (LUX)-EUR Liq-Pdi EU MM LUX 10/07 EUR 99.78 2.9 3.7 3.4
PF (LUX)-Europ Eq-Pca EU EQ LUX 10/07 EUR 381.69 –37.4 –42.3 –17.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 10/07 EUR 122.21 –33.7 –39.5 –18.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 10/07 USD 187.75 –6.4 –3.9 1.4
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 10/07 USD 133.86 –6.4 –3.9 1.4
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 10/06 USD 15.08 –38.0 –41.1 –16.5
PF (LUX)-Gr China-Pca AS EQ LUX 10/06 USD 240.67 –43.8 –46.1 0.6
PF (LUX)-Indian Eq-Pca EA EQ LUX 10/08 USD 223.03 –57.9 –49.3 –10.0
PF (LUX)-Jap Index-Pca JP EQ LUX 10/08 JPY 8657.42 –39.1 –45.7 –24.6
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 10/08 JPY 8047.32 –39.9 –49.3 –28.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 10/08 JPY 7866.37 –40.2 –49.7 –28.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 10/08 JPY 4170.11 –39.5 –47.9 –29.0
PF (LUX)-Pacif Idx-Pca AS EQ LUX 10/06 USD 196.82 –38.3 –40.3 –3.6
PF (LUX)-Piclife-Pca CH BA LUX 10/07 CHF 729.08 –14.2 –17.7 –6.9
PF (LUX)-PremBrnds-Pca OT EQ LUX 10/07 EUR 51.51 –33.0 –39.5 –17.0
PF (LUX)-Rus Eq-Pca EE EQ LUX 10/03 USD 43.95 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 10/07 USD 71.78 –35.7 –40.4 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 10/07 EUR 390.08 –36.8 –42.9 –15.6
PF (LUX)-US Eq-Ica US EQ LUX 10/06 USD 94.83 –26.3 –29.2 –8.3
PF (LUX)-USA Index-Pca US EQ LUX 10/06 USD 84.39 –27.2 –31.2 –10.4
PF (LUX)-USD Bds-Pca US BD LUX 10/07 USD 496.32 5.2 8.9 6.2
PF (LUX)-USD Bds-Pdi US BD LUX 10/07 USD 374.99 5.2 8.9 6.2
PF (LUX)-USD Liq-Pca US MM LUX 10/07 USD 129.51 1.9 2.9 3.8
PF (LUX)-USD Liq-Pdi US MM LUX 10/07 USD 87.30 1.9 2.9 3.8
PF (LUX)-Water-Pca GL EQ LUX 10/06 EUR 116.51 –25.4 –27.2 –9.6
PF (LUX)-WldGovBds-Pca GL BD LUX 10/07 USD 151.64 3.0 7.3 6.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 10/07 USD 128.33 3.0 7.3 6.6
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 10/06 USD 63.87 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 10/07 USD 8.68 –40.0 –43.1 –17.7
Japan Fund USD JP EQ IRL 10/07 USD 12.62 –25.1 –30.2 –16.5

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 09/30 USD 92.47 NS –21.5 4.8

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 10/07 EUR 669.86 –31.9 –35.9 NS
Core Eurozone Eq B EU EQ IRL 10/07 EUR 774.09 NS NS NS
Euro Fixed Income A EU BD IRL 10/07 EUR 1168.94 –6.4 –7.4 –4.7

Euro Fixed Income B EU BD IRL 10/07 EUR 1238.73 –6.0 –6.9 –4.1
Euro Small Cap A EU EQ IRL 10/07 EUR 1074.83 –39.0 –45.8 –22.4
Euro Small Cap B EU EQ IRL 10/07 EUR 1142.87 –38.7 –45.5 –21.9
Eurozone Agg Eq A EU EQ IRL 10/07 EUR 593.60 –38.0 –41.9 NS
Eurozone Agg Eq B EU EQ IRL 10/07 EUR 846.85 –37.7 –41.5 –17.6
Glbl Bd (EuroHdg) A GL BD IRL 10/07 EUR 1248.05 –3.5 –3.0 –1.3
Glbl Bd (EuroHdg) B GL BD IRL 10/07 EUR 1314.99 –3.0 –2.3 –0.7
Glbl Bd A EU BD IRL 10/07 EUR 1022.89 1.5 –0.1 –2.8
Glbl Bd B EU BD IRL 10/07 EUR 1081.08 1.9 0.5 –2.2
Glbl Real Estate A OT EQ IRL 10/07 USD 856.05 –32.7 –41.5 –17.5
Glbl Real Estate B OT EQ IRL 10/07 USD 876.04 –32.4 –41.1 –17.0
Glbl Real Estate EH-A OT EQ IRL 10/07 EUR 813.18 –30.7 –40.0 –19.1
Glbl Real Estate SH-B OT EQ IRL 10/07 GBP 77.37 –29.5 –38.7 –17.3
Glbl Strategic Yield A EU BD IRL 10/07 EUR 1316.39 –11.9 –13.0 –4.4
Glbl Strategic Yield B EU BD IRL 10/06 EUR 1410.20 –10.7 –11.8 –3.4
Japan Equity A JP EQ IRL 10/07 JPY 11822.00 –36.4 –44.5 –23.9
Japan Equity B JP EQ IRL 10/07 JPY 12508.00 –36.1 –44.2 –23.5
Multi St Cash Plus EH-A GL EQ IRL 10/07 EUR 993.19 –1.9 –1.9 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 10/07 USD 1528.31 –42.2 –44.0 –8.1
PacBasn (Ex-Jap) Eq B AS EQ IRL 10/07 USD 1618.74 –42.0 –43.7 –7.6
Pan European Eq A EU EQ IRL 10/07 EUR 874.36 –35.7 –39.6 –17.7
Pan European Eq B EU EQ IRL 10/07 EUR 925.32 –35.4 –39.3 –17.3
US Equity A US EQ IRL 10/07 USD 750.90 –35.3 –37.9 –13.5
US Equity B US EQ IRL 10/07 USD 798.09 –35.0 –37.5 –13.0
US Small Cap A US EQ IRL 10/07 USD 1143.88 –33.4 –38.7 –13.8
US Small Cap B US EQ IRL 10/07 USD 1216.47 –33.1 –38.3 –13.2

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 10/07 SEK 71.80 –38.4 –44.4 –20.8
Choice Japan Fd JP EQ LUX 10/06 JPY 52.17 –34.0 –42.2 –24.2
Choice Jpn Chance/Risk JP EQ LUX 10/06 JPY 53.69 –40.0 –46.3 –24.1
Choice NthAmChance/Risk US EQ LUX 10/08 USD 3.34 –36.1 –37.5 –15.0
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 10/07 EUR 0.56 –29.1 –34.9 –16.3
Global Fd GL EQ LUX 10/06 USD 1.98 –32.9 –36.2 –11.9
Intl Mixed Fd -C- NO BA LUX 10/06 USD 24.99 –25.0 –26.6 –7.0
Intl Mixed Fd -D- NO BA LUX 10/06 USD 17.63 –25.0 –26.6 –5.7
Wireless Fd OT EQ LUX 10/06 EUR 0.12 –37.8 –42.8 –14.1

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 10/06 USD 5.09 –44.0 –46.9 –10.2
Currency Alpha EUR -IC- OT OT LUX 10/08 EUR 10.98 7.4 5.3 NS
Currency Alpha EUR -RC- OT OT LUX 10/08 EUR 10.93 7.0 4.8 NS
Currency Alpha SEK -ID- OT OT LUX 10/08 SEK 106.48 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 10/08 SEK 105.98 NS NS NS
Generation Fd 80 OT OT LUX 10/07 SEK 7.05 –25.4 –29.6 NS
Nordic Focus EUR NO EQ LUX 10/06 EUR 64.11 –35.2 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 10/06 USD 0.91 –44.2 –47.3 –9.1
Choice North America Eq. Fd US EQ LUX 10/08 USD 1.61 –33.8 –35.9 –14.6
Ethical Global Fd GL EQ LUX 10/06 USD 0.75 –31.5 –35.5 –12.1
Ethical Sweden Fd NO EQ LUX 10/08 SEK 29.92 –32.8 –40.5 –14.8
Europe Fd EU EQ LUX 10/06 USD 2.03 –42.8 –44.3 –7.1
Global Equity Fd GL EQ LUX 10/06 USD 1.27 –32.5 –35.9 –10.7
Index Linked Bd Fd SEK OT BD LUX 10/08 SEK 13.09 4.7 7.7 3.9
Medical Fd OT EQ LUX 10/06 USD 3.16 –17.8 –17.5 –5.7
Short Medium Bd Fd SEK NO MM LUX 10/08 SEK 9.06 2.0 2.8 2.7
Technology Fd OT EQ LUX 10/08 USD 1.78 –37.7 –39.1 –13.3
World Fd GL EQ LUX 10/08 USD 1.84 –31.3 –34.6 –5.4

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 10/08 EUR 1.26 1.2 1.5 2.2
Short Bond Fd SEK NO MM LUX 10/08 SEK 21.30 1.5 2.3 2.5
Short Bond Fd USD US MM LUX 10/08 USD 2.48 1.2 2.3 3.4

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 10/07 SEK 10.00 –2.0 –1.3 –0.2
Alpha Bond Fd SEK -B- NO BD LUX 10/07 SEK 8.98 –2.0 –1.3 –0.2

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 10/08 SEK 8.41 –1.5 –0.8 0.0
Alpha Short Bd SEK -A- NO MM LUX 10/08 SEK 10.73 2.1 2.9 2.9
Alpha Short Bd SEK -B- NO MM LUX 10/08 SEK 10.06 2.1 2.9 2.9
Alpha Short Bd SEK -C- NO MM LUX 10/08 SEK 21.00 2.0 2.8 2.7
Alpha Short Bd SEK -D- NO MM LUX 10/08 SEK 8.73 2.0 2.8 2.7
Bond Fd EUR -C- EU BD LUX 10/08 EUR 1.27 4.4 5.0 2.0
Bond Fd EUR -D- EU BD LUX 10/08 EUR 0.51 4.4 5.0 2.0
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 10/08 SEK 11.81 3.0 3.9 2.2
Corp. Bond Fd EUR -C- EU BD LUX 10/08 EUR 1.08 –8.4 –9.2 –4.9
Corp. Bond Fd EUR -D- EU BD LUX 10/07 EUR 0.85 –7.6 –8.6 –4.7
Corp. Bond Fd SEK -C- NO BD LUX 10/08 SEK 11.07 –8.3 –8.5 –4.3
Corp. Bond Fd SEK -D- NO BD LUX 10/08 SEK 8.69 –8.1 –8.3 –4.2
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 10/08 EUR 98.23 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 10/08 EUR 98.06 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 10/08 SEK 102.97 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 10/08 SEK 951.03 NS NS NS
Flexible Bond Fd -C- NO BD LUX 10/08 SEK 20.27 2.7 3.4 2.8
Flexible Bond Fd -D- NO BD LUX 10/08 SEK 11.48 2.7 3.4 2.8

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 10/08 SEK 92.37 –13.0 –14.9 –5.0
Global Hedge I SEK -D- OT OT LUX 10/08 SEK 84.42 –15.5 –17.3 –6.4

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 10/06 USD 1.79 –46.3 –44.5 –5.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 10/07 SEK 19.27 –42.3 –48.3 –16.9
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 10/06 USD 15.48 –53.2 –57.0 –0.4
Eq. Pacific A AS EQ LUX 10/07 USD 7.63 –44.9 –46.1 –4.2

n SGAM Fund
Bonds CHF A CH BD LUX 10/07 CHF 27.23 4.4 4.3 0.7
Bonds ConvEurope A EU BD LUX 10/07 EUR 30.09 3.5 5.5 8.2
Bonds Eur Corp A EU BD LUX 10/07 EUR 20.20 –8.0 –8.4 –4.6
Bonds Eur Hi Yld A EU BD LUX 10/06 EUR 16.58 –21.8 –23.5 –11.6
Bonds EURO A EU BD LUX 10/07 EUR 38.32 3.7 4.1 1.7
Bonds Europe A EU BD LUX 10/07 EUR 36.97 3.4 3.2 1.4
Bonds US MtgBkSec A US BD LUX 10/07 USD 22.51 –10.8 –9.4 –2.5
Bonds US OppsCoreplus A US BD LUX 10/07 USD 31.47 0.0 2.5 3.4
Bonds World A GL BD LUX 10/07 USD 37.72 1.5 5.4 7.1
Eq. ConcentratedEuropeA EU EQ LUX 10/07 EUR 24.24 –39.9 –42.3 –21.1
Eq. Eastern Europe A EU EQ LUX 10/07 EUR 19.16 –56.5 –54.9 –23.0
Eq. Equities Global Energy OT EQ LUX 10/07 USD 15.75 –37.5 –32.9 –1.8
Eq. Euroland A EU EQ LUX 10/07 EUR 10.58 –38.8 –41.3 –18.5
Eq. Euroland MidCapA EU EQ LUX 10/06 EUR 17.69 –39.0 –44.8 –21.2
Eq. EurolandCyclclsA EU EQ LUX 10/07 EUR 15.34 –39.5 –40.2 –12.8
Eq. EurolandFinancialA OT EQ LUX 10/07 EUR 12.04 –35.3 –40.2 –22.9
Eq. Glbl Emg Cty A GL EQ LUX 10/07 USD 6.83 –49.5 –48.9 –11.4
Eq. Global A GL EQ LUX 10/07 USD 22.92 –40.1 –42.6 –18.3
Eq. Global Technol A OT EQ LUX 10/06 USD 4.41 –37.8 –44.5 –19.3
Eq. Gold Mines A OT EQ LUX 10/07 USD 17.34 –42.1 –39.8 –11.8
Eq. Japan A JP EQ LUX 10/07 JPY 805.27 –39.2 –45.8 –26.5
Eq. Japan Sm Cap A JP EQ LUX 10/07 JPY 893.92 –47.6 –52.8 –40.6
Eq. Japan Target A JP EQ LUX 10/07 JPY 1525.87 –24.6 –32.6 –18.9
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 10/07 GBP 10.48 –38.5 –42.8 –21.0
Eq. US ConcenCore A US EQ LUX 10/07 USD 17.37 –35.3 –36.4 –14.7
Eq. US Lg Cap Gr A US EQ LUX 10/06 USD 13.07 –35.1 –36.0 –13.9
Eq. US Mid Cap A US EQ LUX 10/06 USD 23.29 –40.5 –42.2 –12.1
Eq. US Multi Strg A US EQ LUX 10/06 USD 19.66 –31.7 –34.9 –14.3
Eq. US Rel Val A US EQ LUX 10/06 USD 19.92 –30.4 –36.2 –16.9
Eq. US Sm Cap Val A US EQ LUX 10/06 USD 17.64 –29.3 –36.9 –16.8
Eq. US Value Opp A US EQ LUX 10/06 USD 16.92 –33.6 –39.0 –20.7
Money Market EURO A EU MM LUX 10/07 EUR 26.87 3.3 4.4 3.9
Money Market USD A US MM LUX 10/07 USD 15.66 2.3 3.4 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 10/08 EEK 138.95 –48.2 –53.7 –24.9
New Europe Small Cap EUR EE EQ EST 10/08 EEK 73.65 –47.2 –52.9 –23.0
Second Wave EUR EE EQ EST 10/08 EEK 141.93 –48.3 –52.2 –15.0

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 10/07 JPY 9827.00 –41.4 –50.4 –27.9
YMR-N Japan Fund JP EQ IRL 10/08 JPY 10168.00 –41.5 –51.5 –25.7
YMR-N Low Price Fund JP EQ IRL 10/08 JPY 12907.00 –43.4 –52.0 –28.6
YMR-N Small Cap Fund JP EQ IRL 10/08 JPY 5739.00 –53.7 –61.4 –38.3
Yuki Mizuho Gen Jpn III JP EQ IRL 10/08 JPY 4846.00 –47.8 –54.7 –29.4
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 10/08 JPY 5164.00 –46.9 –55.3 –32.9
Yuki Mizuho Jpn Exc 100 JP EQ IRL 10/08 JPY 6834.00 –45.5 –52.2 –31.0
Yuki Mizuho Jpn Gen JP EQ IRL 10/08 JPY 8654.00 –43.7 –53.8 –28.3
Yuki Mizuho Jpn Gro JP EQ IRL 10/08 JPY 6418.00 –48.0 –55.9 –32.5
Yuki Mizuho Jpn Inc JP EQ IRL 10/08 JPY 8379.00 –36.1 –46.5 –22.6
Yuki Mizuho Jpn Lg Cap AS EQ IRL 10/08 JPY 5445.00 –42.3 –50.0 NS
Yuki Mizuho Jpn LowP JP EQ IRL 10/08 JPY 10752.00 –40.6 –47.5 –26.2
Yuki Mizuho Jpn PGth JP EQ IRL 10/08 JPY 8262.00 –49.7 –56.2 –31.5
Yuki Mizuho Jpn SmCp JP EQ IRL 10/08 JPY 5514.00 –56.5 –62.7 –38.0
Yuki Mizuho Jpn Val Sel AS EQ IRL 10/08 JPY 5558.00 –40.9 –48.3 –27.3
Yuki Mizuho Jpn YoungCo AS EQ IRL 10/08 JPY 2490.00 –56.4 –63.3 –48.2

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 10/08 JPY 4710.00 –46.8 –53.2 –30.5
Yuki 77 General JP EQ IRL 10/08 JPY 6358.00 –44.7 –53.2 –29.2
Yuki 77 Growth JP EQ IRL 10/08 JPY 6961.00 –43.2 –51.8 –29.8

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 10/08 JPY 6746.00 –42.0 –52.7 –29.6
Yuki Chugoku Jpn Gro JP EQ IRL 10/08 JPY 5519.00 –45.3 –51.5 –28.0
Yuki Chugoku Jpn Inc JP EQ IRL 10/08 JPY 5568.00 –35.9 –43.2 –22.8
Yuki Chugoku JpnLowP JP EQ IRL 10/08 JPY 7736.00 –40.6 –49.9 –24.7
Yuki Chugoku JpnPurGth JP EQ IRL 10/08 JPY 5029.00 –42.6 –52.6 –28.8

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 10/08 JPY 7259.00 –43.5 –52.5 –29.3

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 10/08 JPY 4944.00 –43.9 –52.1 –27.8
Yuki Hokuyo Jpn Gro JP EQ IRL 10/08 JPY 4718.00 –41.3 –50.6 –29.4
Yuki Hokuyo Jpn Inc JP EQ IRL 10/08 JPY 5760.00 –31.7 –41.9 –21.9

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 10/08 JPY 5298.00 –45.4 –53.7 –30.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 10/08 JPY 5149.00 –42.3 –50.3 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 10/08 JPY 5544.00 –42.1 –55.6 –28.2

Continued from previous page

n 788 ASSET MANAGEMENT LTD.

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

788 China Fund Ltd OT OT CYM 09/30 USD 35.88 –88.1 –86.3 –46.7

788 China Smaller Cap OT OT CYM 09/30 USD 32.78 NS NS NS

788 Gl Asset Alloc. Fd OT OT CYM 09/30 USD 83.14 –42.1 –31.7 –15.5

788 Japan Fund Ltd OT OT CYM 09/30 USD 38.51 –68.9 –63.5 –41.5

n ALEXANDRA INVESTMENT MANAGEMENT

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

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK

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

AJR International A US EQ VGB 10/03 USD 825.51 –22.1 –21.1 0.8

AJR International B US EQ VGB 10/03 USD 138.45 –22.1 –21.2 0.1

Cambrian Asia Ltd. AS EQ VGB 10/03 JPY 6192.00 –36.6 –35.2 NS

Cambrian Europe Ltd. EU EQ VGB 10/03 EUR 73.03 –30.2 –32.3 NS

Cambrian Fund Ltd. A US EQ VGB 10/03 USD 501.79 –41.8 –38.2 –10.7

Cambrian Fund Ltd. B US EQ VGB 10/03 USD 122.42 –41.8 –38.4 –11.5

Rodinia Fund Ltd US EQ VGB 10/03 USD 113.22 –21.5 –21.4 –5.8

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 09/30 USD 2080.57 –10.9 –11.7 –0.3

Harmony Cap Ltd B EUR OT OT BMU 09/30 EUR 2012.85 –10.3 –11.1 –0.9

Harmony Cap Ltd D USD OT OT BMU 09/30 USD 1193.39 –11.2 –12.1 –0.8

Harmony Cap Ltd E EUR OT OT BMU 09/30 USD 1159.72 –10.5 –11.4 –1.3

Harmony Cap Ltd F GBP OT OT BMU 09/30 GBP 1012.00 –9.9 –10.4 0.2

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 10/03 USD 848.20 –52.4 –46.7 NS

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 10/06 EUR 85.43 5.3 –6.2 –7.2

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 10/03 EUR 140.56 –0.7 8.4 3.0
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 10/03 USD 294.98 –1.6 7.7 4.3

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

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

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

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

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

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

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

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

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

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

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

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

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

INDICES
12-month and 2-year returns may be calculated over 11- and 23-month
periods pending receipt and publication of the last month end price.
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A
GAUGE OF future home
sales took a surprising
jump in August, a posi-

tive sign amid the sluggish
U.S. housing market.

The National Association of
Realtors’ index for pending
sales of previously owned
homes rose 7.4% to 93.4 from
87 in July, the industry group
said. The pending sales index,
designed to gauge the mar-
ket’s direction, is based on

signed contracts for previously owned homes.
Analysts had projected a decline of 1.5% during

August, a month in which fears about Fannie Mae
and Freddie Mac weighed heavily on mortgage mar-
kets. The data reflect activity before turmoil in
credit markets worsened substantially in September.

Home-sale gauge rises:
a surprising positive sign

G
REEK STATE
transport work-
ers launched a

24-hour strike, snarl-
ing traffic across Ath-
ens and disrupting do-
mestic and interna-
tional flights by the
state carrier Olympic
Airlines. Hundreds of

strikers demonstrated, marching to Parliament. Em-
ployees of public utilities and post offices joined the
strike, called by Greece’s largest labor union, GSEE,
to protest government plans to privatize the debt-
ridden airline. Hospital workers and journalists also
walked off their jobs.

Last month, the European Union approved
Greece’s plan to break up and fully privatize the air-
line by the end of 2009.  —Associated Press

When a court hesitates
Irish abortion case
could force a decision
from reluctant judges
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By Paula Park

A N IRISH CASE promises to
elicit a decision—or another
dither—from the European

Court of Human Rights on whether
a woman has a basic right to abor-
tion to preserve her health.

The court has one justice from
each of the 47 European nations, in-
cluding Ireland, that signed the Eu-
ropean Convention on Human
Rights, which covers rights to life,
privacy, freedom of speech, religion
and the like. Its purpose is to uphold
the convention’s principles.

But the court has, in essence,
turned a blind eye to Ireland’s abor-
tion laws, considered among the
most restrictive in Europe. Critics
say that perpetuates an inequitable
patchwork of laws across the re-
gion.

Regardless of which way the
court ultimately rules, its long delay
highlights the complexity of what
would seem a simple question:
Aren’t judges supposed to judge?

“So far the court has been very
cautious,” says Siobhán Mullally, se-
nior lecturer at the University Col-
lege Cork Faculty of Law and co-di-
rector of its Centre for Criminal Jus-
tice and Human Rights. “It’s a way of
stepping back [from the abortion is-
sue]: declining it as inadmissible.”

The current case, A.B. and C. v.
Ireland, was brought by three Irish
women who received abortions in
England for health reasons—one
had cancer—and suffered medical
complications upon their return to
Ireland. The women say they were
uncomfortable seeking medical
treatment, both before and after the
abortions, because of Ireland’s laws,
including a 1995 statute that applies
criminal penalties to anyone giving
information or assistance that pro-
motes the procedure.

In addition, an abortion ban is
written into the Irish constitution,
which essentially states that the
right to life of the fetus is equal to
that of the mother. The Irish Su-

preme Court ruled in 1992 that abor-
tion is legal if necessary to save a
woman’s life, but no laws were
made to define when an abortion is
necessary. The applicants argue
that the Irish laws infringed on their
rights to life, privacy and freedom
from discrimination.

“Of particular significance is the
court’s view that [the European Con-
vention on Human Rights] ‘is in-
tended to guarantee not rights that
are theoretical or illusory but rights
that are practical and effective,’ ”
says Prof. Aurora Plomer, an expert
in bioethics at the University of Shef-
field’s School of Law, in Britain.

The judges have stepped back
from the issue before, using an es-
cape clause that allowed them to de-
cline to hear at least one earlier
challenge to Ireland. Under the
1950 Convention for the Protection
of Human Rights and Fundamental
Freedoms, applicants must exhaust
all legal remedies in Ireland before
seeking redress in Strasbourg. The
Catch-22 in Ireland: how to exhaust
those remedies amid vague or con-
flicting laws while the clock is tick-
ing.

Judges sometimes punt in the
face of controversy, arguably includ-
ing the U.S. Supreme Court, though
it is often accused of being too activ-
ist. Erwin Chemerinsky, a constitu-
tional scholar and founding dean of
the University of California-Irvine
School of Law, cites early challenges
to the ban on interracial marriage as

an example. In a more recent in-
stance, in 2004, the high court used
procedural grounds to avoid ruling
on a challenge to the “one Nation un-
der God” phrase in the Pledge of Alle-
giance.

It is a topic of a longstanding de-
bate in U.S. history, including a fa-
mous exchange between two consti-
tutional scholars, Alexander Bickel
and Gerald Gunther, a half-century
ago. Some say it’s good for the jus-
tices to wait, allowing time for the
political process to resolve issues.
Others argue that it’s the court’s job
to make the tough calls.

Reasonable people—and demo-
cratic states—can disagree on
whether abortion is a human right,
and by requiring the applicants to
exhaust civil remedies in their home
countries first, the European jus-
tices avoid exceeding their man-
date. While 43 of the 47 states have
laws allowing abortions for health
reasons, four don’t, and those bans
are strict.

But the court was created, in
part, to resolve fundamental con-
flicts, not shrink from them. Stand-
ing pat can create or sustain ineq-
uity. A woman could die in one coun-
try from complications from a preg-
nancy, where another state would
have protected her life. Wealthy
women can more easily jump on a
plane to England or the Netherlands
for an abortion, while poorer women
may not have the means to do so.

The justices “have gone to some

length to avoid making a statement
on abortion,” says Prof. Richard Kay
of the University of Connecticut
School of Law.

Mr. Kay explains that in a land-
mark 2004 case, the court noted
that there was no European consen-
sus on when life begins. That consen-
sus is critical for the court, Mr. Kay
says, because, unlike the U.S. Su-
preme Court, the European court
has no binding authority. Member
states rarely resist its decisions, but

enforcement is essentially political,
not legal.

The European judges are proba-
bly only putting off a day of reckon-
ing. Abortion-rights proponents
continue to challenge anti-abortion
laws in European countries where
the practice is largely forbidden,
and sooner or later they will find a
case that can’t be ignored by the
Strasbourg court. When that hap-
pens, the ruling is bound to draw
much of Europe into furious debate.

G
ERMAN industrial pro-
duction in August rose
unexpectedly and dra-

matically, but the Economics
Ministry said the outlook for
production was still weak.

August industrial output
rose a seasonally adjusted
3.4% from July, the strongest
gain since a rate of 3.9% in
August 1993. But the minis-
try cautioned the data pro-
vide no cause for euphoria

because incoming orders were weak amid the gloom
over the global economy. “The lack of new orders in
combination with the drying up of the order back-
log clearly argues for further contraction in indus-
trial activity,” said Alexander Koch, an economist at
UniCredit in Munich. —Monica Houston-Waesch

State transport strikers
protest privatization plan

U.S. economy well positioned to rebound, WEF says
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By Paula Park

GENEVA—The U.S. is well placed
to rebound from the current financial
crisis because of its inherent competi-
tive advantages, the World Economic
Forum said Wednesday.

The WEF, which hosts the annual
Davos meeting of business and politi-
cal leaders in Switzerland, again
ranked the U.S. No. 1 in its annual com-
petitiveness survey despite the finan-
cial turmoil which has seen Wall
Street titans humbled and the govern-
ment agreeing to spend up to $700 bil-
lion to bolster the banking system.

“Despite the financial crisis, the
United States continues to be the
most competitive economy in the
world,” the WEF said in its report.
“This is because it is endowed with
many structural features that make
its economy extremely productive
and place it on a strong footing to ride
out business cycle shifts and eco-
nomic shocks,” it said.

Irene Mia, a senior economist at
the WEF, noted that the structure of
the U.S. economy encourages innova-
tion—as measured by the number of
patents issued each year. Its labor mar-
ket also makes it relatively easy to

hire and fire workers, she said.
“The U.S. is No. 1 because the U.S.

is structurally solid, and this will help
ease the crisis in the years to come,”
she said in a telephone interview.
“The fact that [the U.S.] has a flexible
labor market will ease unemployment
once the crisis is passed—and make it
easier to generate new jobs.”

However, the report did have
some harsh words for U.S. economic
policies in recent years.

“The United States has built up
largemacroeconomicimbalancesover
recent years, with repeated fiscal defi-
cits leading to rising and burgeoning

levels of public indebtedness,” it said.
“This indicates that the country is

not preparing financially for its future
liabilities and is on the road to making
interest payments that will increas-
ingly restrict its fiscal policy freedom
going into the future,” it added.

Switzerland was ranked second in
the competitiveness table, with the
WEF praising the small Alpine state’s
“excellent capacity for innovation”
and its “very sophisticated business
culture.”

The WEF bases its rankings on a
survey of more than 12,000 business
leaders in 134 countries.

The European abortion dither 
Pro-abortion-rights groups outside Dublin's High Court, above, protest the D case
and other key cases that have reached the European Court of Human Rights.
The cases include:

July 2004 Vo v. France
The European Court of 
Human Rights rules that a
doctor can’t be criminally 
liable for accidentally 
causing the death of a 
fetus. But the court said 
it’s not “desirable” or 
“feasible” to say whether
the unborn child was a 
person entitled to the 
right to life.

July 2006 D v. Ireland
The Court deems 
inadmissible a case of an 
Irish woman with twins
who has to travel to 
England to seek an 
abortion after she learns 
of fatal abnormalities in 
the fetuses. The Court 
said she failed to 
exhaust all legal 
remedies in Ireland.

March 2007 Tsiac v. Poland
The Court awards damages 
of Œ25,000 to a Polish 
woman who failed in her 
attempt to get an abortion 
for health reasons. The 
court did not say whether 
the abortion should be 
legal– it simply said the 
state had to provide a 
procedure for deciding her 
case.

Source: European Court of Human Rights
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A sharp rise in production
unlikely to be sustained
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KBC Eq (L) NthAmer USD US EQ LUX 10/07 USD 731.40 –32.9 –35.7 –12.9
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LG Antenna GL EQ BMU 10/03 USD 41.64 –44.4 –40.8 –8.3
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www.parexgroup.com Tel: +371 67010810
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Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
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PF (LUX)-Biotech-Pca OT EQ LUX 10/07 USD 296.72 –10.8 –15.8 5.7
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Battered currency
How many Korean won one U.S. 
dollar buys
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By Evan Ramstad

And SungHa Park

SEOUL—South Korea’s won fell
5% Wednesday, reaching its lowest
level against the U.S. dollar in 10
years, as currency traders’ global
flight to the dollar has been exacer-
bated by the country’s big exporters
holding on to more of the dollars they
get from their overseas businesses.

President Lee Myung-bak and
other senior government officials
said the won’s decline has gone too
far and is likely to reverse soon
when investors recognize that
South Korea’s trade balance is
headed for a surplus in October.
Trade surpluses tend to raise the
value of a country’s currency.

Wednesday, the won closed at
1,395 to the dollar, the lowest level
since September 1998. That com-
pared with 1,328 on Tuesday and is
down 18% from 1,187 a week ago and
down 53% from 914 a year ago.

Mr. Lee also warned against ex-
cessive speculation against the won

and urged companies not to make
the problem worse by hanging on to
dollars they make overseas.

In recent weeks, a spiral effect
took hold as South Korean export-
ers that get paid in dollars overseas
started holding them rather than
converting to won. Companies ex-
plain this as natural hedging activ-
ity. Posco, the nation’s biggest steel-
maker, is exchanging fewer dollars
to won and using dollars to pay for
some imported materials, a spokes-
man said. He didn’t give a precise
amount of the change.

LG Electronics Co., which
hedges 10% to 30% of its net cash
flow on any particular day, has also
adjusted the amount of dollars it
holds as it “assumes the strong dol-
lar will continue for the short term,”
according to a statement issued in
response to questions. The state-
ment didn’t give a precise amount
of the change.

A similar corporate-related spi-
ral occurred when the won was
strengthening from 2005 to 2007.

South Korean shipbuilding compa-
nies then hedged their orders, aim-
ing to lock in the value of work that
would occur in the future for over-
seas customers whose currencies at
the time were losing against the
won. The nature of those hedges in-
creased demand for the won, which
raised its value and fueled the need
for more hedging.

Beefy yen comes at a risky time
Export-driven Japan
fears strong currency
will prolong a slump

* Wednesday’s rate at 6:50 p.m. in Tokyo

Source: Thomson Reuters via
WSJ Market Data Group
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Falling dollar

Won falls 5% amid flight to dollar
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By John Murphy

And Yuka Hayashi

TOKYO—Investors looking for a
haven from the global economic
storm are flocking to the yen, but
that’s raising fears of a long-term
slowdown in Japan, the world’s sec-
ond-largest economy.

The dollar fell below 100 yen
Wednesday for the first time since
April during trading in Tokyo. Later,
the dollar was at 100.11 yen.

The yen is attractive compared
with other major currencies be-
cause Japan, with its relatively sta-
ble banking system, is widely seen
as a refuge during periods of global
economic upheaval.

But a stronger yen creates a host
of problems for Japan’s export-
driven economy. It makes Japanese-
made products like cars and televi-
sions more expensive in overseas
markets and thus less competitive.

It also means that the value of Japa-
nese companies’ overseas earnings
are diminished when converted
back into yen, hurting the health of
the overall economy.

Toyota Motor Corp., for exam-
ple, which makes 74% of its sales out-
side Japan, is particularly vulnera-
ble to the yen’s climb. Every time
the dollar’s value slips by one yen,
Toyota sees its annual operating

profit cut by 40 billion yen, or about
$400 million. For the fiscal year end-
ing March 2009, the Japanese auto
maker had assumed a dollar ex-
change rate of 105 yen.

Combined with a slump in auto
sales in the U.S. and other markets,
a stronger yen presents severe head-
winds for the company. “It’s tough.
We really feel it,” said Yoichiro Ichi-
maru, one of Toyota’s senior manag-
ing directors.

Exporters were among the hard-
est hit on Wednesday, amid a sharp
drop in shares across Asia. The Ni-
kkei 225 Stock Average closed at
9203.32, down 9.4%.

Fearing that a further strength-
ening of the yen in the weeks ahead
would erode their profits, Japanese
exporters have also stepped up sell-
ing dollars and euros for the yen to
repatriate money, further strength-
ening the yen.

Osamu Takashima, an analyst at
Bank of Tokyo-Mitsubishi UFJ, said
the yen is likely to stay on an upturn
against the dollar in the long term
as demand for financial assets in the
U.S., with its growing trade and fis-
cal deficits, will shrink.

Shoichi Nakagawa, Japan’s fi-

nance minister, on Wednesday char-
acterized recent foreign-exchange
moves as not so volatile, suggesting
Tokyo isn’t planning on propping up
the greenback in the foreseeable fu-
ture. But he said he will closely
watch global stock markets.

The yen’s climb against other cur-
rencies is aided by Japanese individ-
uals who trade currencies through
online brokers, often using high le-
verages. Many of these investors
have been reducing their foreign
currency positions and converting
the money back into the yen as
other currencies tumbled against
the yen.

At Money Partners Co., one of
the larger online brokers, custom-
ers buying back the yen have been
surpassing those buying foreign cur-
rencies this week. Trading volume
shot up by more than 50% in Septem-
ber from August and has continued
to be very high since the beginning
of this month, said Naohiro Sato, di-
rector in charge of corporate plan-
ning at Money Partners. “When it
looks as though the economies from
around the world were melting
down, people are buying back the
yen as the least of all evils.”

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.WSJ.com ] Advertisement
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By Don Clark

Many companies have shied away
from the costly business of chip manu-
facturing, but the government of Abu
Dhabi is betting as much as $8.4 bil-
lion on the sector, as part of a finan-
cial rescue plan for Advanced Micro
Devices Inc.

The complex deal marks a major
shift in the fortunes of AMD. It also re-
flects the long-term shift of wealth to
oil-rich countries as well as short-
term jitters in financial markets that
have kept other investors on the side-
lines.

AMD and Advanced Technology
Investment Co., an investment firm
owned by Abu Dhabi’s government,
said Tuesday they will become joint
owners in a new company that will
take over AMD’s factories in Ger-
many. The firm will make a $1.4 bil-
lion initial investment in the venture.

Abu Dhabi,
AMD team up
in tech venture

By Ayai Tomisawa

TOKYO—More than 100 Tokyo-
based staff at Lehman Brothers
Holdings Inc., mostly involved in eq-
uities research and trading, are
heading to rival banks, people famil-
iar with the situation said.

Many of them, part of the Leh-
man equities research team, are
heading to Barclays Capital Japan
Ltd., the Japanese banking unit of
Barclays PLC, the people said.
Those going to Mizuho Financial
Group Inc. are from the electronic-
trading-services team at Lehman,
one person said.

Barclays declined to comment
on the figure, but said that it hired
five former Lehman Brothers staff
members, in one of the first publicly
known Japanese defections from
the bank since Nomura Holdings
Inc.’s acquisition of the Wall Street
Bank’s Asian operations last month.

Barclays spokesman Yu Sakak-
ibara said the new hires are:
Koichiro Chiwata, former Lehman
head of equity research; Hidenao
Miyajima, former Lehman chief
strategist of Japanese equities re-
search; banking analyst Junsuke Se-
noguchi; utilities analyst Masanori
Maruo; and pharmaceutical analyst
Toshihide Yoda.

Nomura bought Lehman’s Asian-
Pacific operations for $225 million
last month, but has already lost sev-
eral key staff at the U.S. bank.

In the past few weeks, Lehman’s
Asian team of six bankers covering
the power sector have moved to
Merrill Lynch & Co.; a partner and
two managing directors have
headed to private-equity firm Black-
stone Group LP, and on Friday, UBS
AG, which said it will cut 2,000 jobs
globally, said it is hiring four Leh-
man oil-and-gas bankers, including
the regional head of natural re-
sources. Standard Chartered PLC
has also hired three members of Leh-
man Brothers Holdings’ Asia com-
modities trading team, including its
Asia head of commodities. All these
bankers were based in Asia, outside
Japan, at Lehman.

Until the acquisition, Lehman
had 3,000 employees in 10 offices in
the Asian-Pacific region, including
about 800 staff in Hong Kong and
around 1,300 in Tokyo.
 —Ching Li Tor

contributed to this article.

Barclays, Mizuho
hire a big chunk
of Lehman staff
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U.S. presidential candidates take on crisis
McCain, Obama tell
how they would move
to fix the economy
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By Laura Meckler

And Christopher Cooper

NASHVILLE, Tenn.—Republican
Sen. John McCain used the second
U.S. presidential debate to call for a
$300 billion effort to help finan-
cially troubled homeowners stay in
their homes, an attempt to counter
an economic crisis that has largely
benefited his rival, Democratic Sen.
Barack Obama.

Under the Arizona lawmaker’s
plan, the government would buy the
mortgages of homeowners who can-
not afford their monthly payments
to help prop up the troubled U.S.
housing market. The campaign said
it would be implemented using au-
thority granted in the $700 billion
rescue plan just passed by Con-
gress.

The plan would represent a large
new federal expenditure from a can-
didate who has typically railed
against big government. “Is it expen-
sive? Yes,” Sen. McCain said. “But
we all know, my friends, until we sta-
bilize home values in America,
we’re never going to start turning
around and creating jobs and fixing
our economy.”

Sen. Obama’s campaign later
said the Illinois senator backed this
concept last month, though he has
been cautious so far in saying how
he might use that authority.

Both men argued their plans
would best aid the middle class.
Sen. Obama touted his targeted tax
cut, as well as help for state and lo-
cal governments, health-care re-
form and energy innovations.

“You need somebody working
for you,” Sen. Obama said. “And

you’ve got to have somebody in
Washington who’s thinking about
the middle class and not just those
who can afford to hire lobbyists.”

The debate—before an audience
of undecided voters who posed
many of the questions—included
more sharp edges than their first
contest last month. Each candidate
attacked the policies of the other,
saying they led to the financial cri-
sis. During questions on foreign pol-
icy, the two men swapped accusa-
tions that the other had spoken
rashly about perils in the world.

Sen. Obama repeatedly tried to
tie his opponent to the unpopular
President George W. Bush. Sen.
McCain was quick to declare his in-
dependence. “It’s my proposal,” he
said after introducing his mortgage-
buyback plan. “It’s not Sen. Obama’s
proposal; it’s not President Bush’s
proposal.”

Asked by moderator Tom
Brokaw of NBC how the candidates
would prioritize energy, health care
and Social Security reform, Sen.
McCain focused on Social Security,
which he said wouldn’t be hard to
fix. Then he mentioned energy. Sen.
Obama said his top priorities would
be, in order, energy, health care and
education.

The candidates were asked to
look ahead to their future cabinets
and name whom they might pick as
Treasury secretary. Sen. McCain
mentioned one of his top support-
ers, Meg Whitman, former chief ex-
ecutive of eBay Inc. He also men-
tioned investor Warren Buffett.
Sen. Obama said he, too, liked Mr.
Buffett, an Obama supporter.

The session at Belmont Univer-
sity was the second of three presi-
dential debates and the only one
where the candidates took ques-
tions from voters. A third debate on
domestic policy is scheduled for
next Wednesday.

Heading into the debate, the
heavier burden was on Sen. McCain,
who has fallen behind in polls, and
in most battleground states. Nei-
ther candidate could afford a big
mistake—and neither made one—
but Sen. McCain, more than Sen.
Obama, needs to change the trajec-
tory of the contest. Amid the imme-
diate post-debate analysis, it didn’t
appear that the Republican candi-
date had accomplished that goal.

In recent days, Sen. McCain and
his running mate, Alaska Gov. Sarah
Palin, have tried to shore up their
standing by stepping up their at-
tacks on Sen. Obama, trying to por-
tray him as a risky choice. There
were few such personal attacks
Tuesday night, with the clashes cen-
tered on their opposing policies. In
one instance, Sen. McCain did raise
the eyebrows of television pundits
when he referred to Sen. Obama as
“that one.”

Sen. McCain also steered the sub-
ject toward his favorite issues, no
matter the question. When asked
what he would do about the finan-
cial crisis, he said, “I have a plan to
fix this problem, and it has got to do
with energy independence.”

Sen. McCain lashed out at Sen.
Obama for being cozy with Washing-
ton lobbyists, proposing big spend-
ing and seeking budgetary pork for
constituents. He blamed “Sen.
Obama and his cronies” for U.S. fi-
nancial troubles. As he did in their
first debate, he focused on special-
interest spending, chastising Sen.
Obama for seeking a $3 million ear-
mark “for an overhead projector at
a planetarium in Chicago.”

Later, on the subject of taxes,
Sen. McCain criticized Sen. Obama
for proposing tax increases. Though
Sen. Obama insisted that taxes
won’t rise for people making less
than $250,000, Sen. McCain said the
Obama plan would punish small
businesses. “Nailing down Sen.
Obama’s various tax proposals is
like nailing Jell-O to the wall,” Sen.
McCain said. “His tax increases will
increase taxes on 50% of small-busi-
ness revenue.”

On the whole, Sen. Obama was
less combative, often letting Sen.
McCain’s jabs go unanswered,
though he took umbrage at the tax
criticism. “The Straight Talk Ex-
press lost a wheel on that one,” he
said.

Instead, Sen. Obama aimed
much of his criticism at Mr. Bush.
“Look, I understand your frustra-
tion and your cynicism,” he said to
one person who asked why she
should trust either man on the econ-
omy. “You’re right. There is a lot of
blame to go around. But I think it’s
important just to remember a little
bit of history. When George Bush
came into office, we had a surplus.”
Now, Sen. Obama said, U.S. debt has
nearly doubled.

On foreign affairs, the two
clashed sharply, particularly on Pa-
kistan. Sen. Obama, referring to
former Pakistan leader Pervez
Musharraf, said the time has come
to change policy in the region. “We
can’t coddle, as we did, a dictator,
give him billions of dollars, and then
he’s making peace treaties with the
Taliban.” He said he would go after
Osama bin Laden if the U.S. knew
where he was, even if Pakistan was
opposed.

Sen. McCain accused Sen.
Obama of naively advocating an out-
right attack on Pakistan. “Sen.
Obama likes to talk loudly. In fact,
he said he wants to announce that
he’s going to attack Pakistan,” Sen.
McCain said.

Sen. Obama pleaded for a rebut-
tal and won it. “What I said was the
same thing that the audience here
today heard me say, which is, if Paki-
stan is unable or unwilling to hunt
down bin Laden and take him out,
then we should.”

Sen. Obama mischaracterized
some of Sen. McCain’s rhetoric, too,
saying his rival had once said, “It
wasn’t that important to catch bin
Laden right now and that we could
muddle through” the war in Afghani-
stan. Sen. McCain did say he
thought the U.S. might be able to
muddle through the Afghanistan
war but was advocating that the ef-
fort receive more funding, not less.
 —Damian Paletta

contributed to this article.

McCain, Palin still targeting big battleground states

Sens. Barack Obama, left, and John McCain at the start of their debate Tuesday
in Nashville, Tenn. In the town-hall format, undecided voters asked questions.

U.S. PRESIDENTIAL ELECTION

By Elizabeth Holmes

Republican presidential nomi-
nee John McCain still hopes to flip
a handful of traditionally Demo-
cratic states in November, even as
his campaign has dispatched run-
ning mate Sarah Palin to shaky Re-
publican territory to energize the
party’s conservative base.

With the general election less
than four weeks away, Sen. McCain
and his Democratic counterpart,
Sen. Barack Obama, have priori-
tized their travel schedules and
mapped out strategies aimed at se-
curing the 270 electoral votes
needed to win the White House.

The Obama campaign has fo-
cused its resources and organizing
heft in key battleground states like
Ohio, Pennsylvania and Florida,
while seeking to expand the elec-
toral map. Sen. Obama has made
multiple visits to states like North
Carolina, Virginia, Colorado and Ne-
vada, which have voted Republican
in recent years.

Wednesday the campaign
planned to visit the Republican
stronghold of Indiana, which is
showing signs of voting Demo-
cratic in November. Later this
week, Sen. Obama is scheduled to
kick off a bus tour focused on the
economy, through Ohio. “We’re
competitive in many states that
George Bush won in 2004 and [the

McCain camp is] having to defend
those states,” Obama strategist
David Axelrod said.

The pressure is high for the
McCain campaign, which has seen
a decline in recent national and
state polls. The latest Wall Street
Journal/NBC News poll, taken last
weekend, shows Sen. Obama with a
six-point lead over Sen. McCain na-
tionally, 49% to 43%. Sen. Obama
also leads Sen. McCain in at least
half a dozen battleground states,
according to averages of recent
polls taken by the nonpartisan Real
Clear Politics.

Sen. Obama leads by eight
points in New Hampshire and by
five points in Wisconsin, according
to a CNN/Time poll Tuesday. Ac-
cording to a FOX News/Rasmussen
poll Monday, the Illinois senator is
up by seven points in Florida and
six points in Colorado. That survey
also gave Sen. Obama a two-point
lead in Virginia, while giving Sen.
McCain a one-point lead in Ohio.

The McCain campaign said it re-
mains committed to Pennsylvania
and Ohio, which account for a com-
bined 41 electoral votes. Although
it has pulled out of Michigan, the
McCain campaign holds out hope
for Wisconsin, with 10 electoral
votes.

Some Republican strategists
have quietly expressed concerns
that the game plan may be squan-

dering campaign resources sorely
needed elsewhere. Areas around
the Columbus, Ohio, suburbs, home
to working-class Democratic swing
voters, remain strong for Sen.
Obama. In Pennsylvania, the Phila-
delphia and Pittsburgh areas are
trending Democratic, and there are
doubts about Sen. McCain’s ability
to turn out voters in the middle
parts of the state that are more ru-
ral. Meanwhile, longtime Republi-
can strongholds like Virginia and
North Carolina now appear to be in
play.

Sen. McCain’s recent travel
schedule suggests that the cam-
paign remains committed to trying
to win these swing states. The Ari-
zona senator has visited Ohio and
Pennsylvania four times each in the
past month. This week, he is also
set to visit Wisconsin for the fourth
time.

The docket of events for the
next week further underscores the
campaign’s priorities. Wednesday
and Thursday are focused on Penn-
sylvania, Ohio and Wisconsin, with
Virginia stops planned for early
next week.

Sen. McCain and Gov. Palin will
focus on areas in central Pennsylva-
nia and the suburbs of Columbus,
Ohio, on Wednesday, with joint ral-
lies in Bethlehem, Pa., and Strongs-
ville, Ohio.

Gov. Palin has mostly stuck

closely with Sen. McCain since the
convention, with the exception of
three days last month in New York
meeting with foreign leaders and
six days preparing for the vice-pres-
idential debate.

This week, the campaign has dis-
patched the Alaska governor,
whose conservative social views
are popular with the Republican
base, to woo voters in conservative
areas of Nebraska, North Carolina
and all over Florida. During a Sun-
day evening rally in Omaha, Neb.,
Gov. Palin played up Sen. Obama’s
ties to Bill Ayers, a former radical
turned college professor. At the
same time, she sought to dismiss
suggestions that her appearance
was an acknowledgement that the
Republicans were in danger of los-
ing the congressional district.

“The [television] pundit was
saying, ‘The only reason she’d be go-
ing there is ‘cause they’re scared,
so they gotta go there and shore up
votes,’ ” she said. “I so wanted to
reach into that TV and say, ‘No, I’m
going to Nebraska because I want
to go to Nebraska.’ ”

Gov. Palin followed with four ral-
lies in Florida in 26 hours, and
slammed Sen. Obama at each stop.
Before she spoke on Monday, one in-
troductory speaker called Sen.
Obama by his full name—“Barack
Hussein Obama”—and another ac-
cused him of “palling around” with

a “domestic terrorist,” an apparent
reference to Mr. Ayers.

Sen. Obama and Mr. Ayers live
in the same Chicago neighborhood,
but the Illinois senator has con-
demned Mr. Ayers’s radical ac-
tions.

Tuesday evening, just before
the second presidential debate,
Gov. Palin was scheduled to hold a
rally in Greenville, N.C. Although
President Bush had won that state
by 12 points in each of the past two
elections, Sen. Obama has put the
state in play.

Sen. Obama has spent the past
three days in Asheville, N.C., where
he held a rally of 28,000 people on
Sunday and stopped at a local bar-
becue restaurant to meet voters on
Monday. His campaign said a flood
of newly registered voters and
strong support among African-
Americans could help the state
swing in the Democrat’s favor.

The biggest gamble appears to
be Pennsylvania, where the Repub-
lican nominees plan to hold a rally
on Wednesday. Democrats have car-
ried the state in the past two presi-
dential elections and recent polls
show Sen. McCain has work to do.
Two surveys released this week, a
SurveyUSA poll and a Morning Call
Tracking poll, have Sen. Obama
ahead by double digits.
 —Amy Chozick

contributed to this article.
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HF Distressed Securities
These funds specialize in financially troubled companies. Bankruptcy, distressed sales, or re-
organizations are some opportunities. Ranked on % total return (dividends reinvested) in
U.S. dollars for one year ending October 08, 2008
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J.P. Morgan demanded cash
from both Lehman, Merrill
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Protesters shout slogans during a demonstration in Hong Kong, accusing local
banks of misleading them about investment products backed by Lehman Brothers.

Anger rises over Lehman
Hong Kong investors
march on legislature
in protest over bonds
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By Jonathan Cheng

HONG KONG—Mounting public
anger in Asia over soured invest-
ments in complex financial prod-
ucts tied to Lehman Brothers Hold-
ings Inc. is fueling a public backlash
and calls for tighter regulation.

In Hong Kong, more than 1,000 in-
vestors marched on the city’s legisla-
ture Wednesday, saying they were
conned into buying now-defunct
Lehman Brothers derivatives called
“minibonds” from local banks that
pitched them as safe investments.
Investors were left holding 12.6 bil-
lion Hong Kong dollars (US$1.62 bil-
lion) in Lehman minibonds, accord-
ing to Hong Kong’s Securities and
Futures Commission.

“I’ve never even heard of Leh-
man. These banks understand all
these complex things, and we don’t
understand them—how can we
stand a chance?” said one protester,
Lam Siu-fung, a 57-year-old house-
wife who said her family had HK$3.5
million in savings invested in them.

In a statement on its Web site,
Lehman promised to make informa-
tion on the status of the products
available in the near future. Lehman
officials couldn’t be reached.

Taiwan’s Financial Supervisory
Commission estimated Lehman’s
structured notes were sold to some
51,000 retail investors by 20 differ-
ent banks in that country, adding up
to more than US$1 billion in notes to
individual investors alone. In recent
days, pressure has increased there
for local banks to compensate inves-
tors as lawmakers discuss new rules
to protect investors.

In Singapore, regulators have ap-
pointed third parties to review indi-
vidual demands for restitution,
pledging “a quick and fair resolu-
tion” for complaints. “The current
crisis has raised the need for regula-
tors to re-examine aspects of their
regulatory and supervisory ap-
proach,” the Monetary Authority of
Singapore said in a statement
posted on its Web site last week.

In Hong Kong, minibonds were
sold through banks big and small, in-
cluding Bank of East Asia Ltd., and
the Hong Kong subsidiary of Bank

of China Ltd. BEA said it is working
with regulators and customers “to
determine the best course of action
to protect the interests of custom-
ers holding the minibonds.” Bank of
China said it has set up a special
complaints office and had met with
representatives from three political
parties and a group of investors.

The Hong Kong Association of
Banks, which didn’t return calls,
said in a statement that it had
formed a task force to deal with the
incident.

Details differ depending on the
product, but the minibonds in gen-
eral were touted as investments of
three years or longer with annual
fixed returns of roughly 5%. They
were often pitched as tied to the
debt of companies well-known in
Asia, such as oil producer China Na-
tional Offshore Oil Corp., or Cnooc,
and HSBC Holdings PLC. Some-
times gifts of video cameras or flat-
panel TVs were offered to potential
investors. The marketing materials
also usually noted minibond inves-
tors risked losing their principal.

The minibonds at the center of
the clashes in Asia were backed by
Lehman Brothers, according to the
fine print. The minibonds were se-
cured by collateralized debt obliga-
tions, a complex debt product, tied
to the big-name companies but is-
sued by the New York investment
bank. Lehman stopped paying inter-
est on some of the notes after filing
for Chapter 11 bankruptcy protec-
tion in the U.S. last month, leaving
investors without their payments.

Similar structured products are
sold around the world but are particu-
larly popular in Asia because limited
debt markets offer fewer opportuni-
ties for fixed-income investments, ac-
cording to Billy Mak, a professor at
Hong Kong Baptist University.

The minibond issue follows an
outcry over another structured
product called accumulators, which
offered potentially lucrative set re-
turns when the underlying shares
rose, but could magnify the pain
when the stocks slumped. Accumula-
tors, typically sold to well-to-do in-
vestors, sparked several lawsuits
earlier this year and came to be
known as “I-kill-you-laters.”

It is unclear whether the anger
will lead to any settlements for dis-
gruntled investors in the short run, or
tighter regulation in the long run. But
the recent fiasco has had some law-
makers calling for greater controls.

“I think perhaps it’s time for us to
have more rules,” said Margaret Ng, a
Hong Kong lawmaker who said gov-
ernment resistance to a British-style
“superregulator” in 2002 was a poten-
tial source for today’s problems.
“Now, we’re wondering, were we
wrong? Should we look at it again?
These are things we have to consider.”

Hong Kong’s bank regulator
wouldn’t comment on individual
cases, but said in a statement that it
would deal “very seriously” with of-
fenders if an investigation revealed
any improper dealing.
 —Carlos Tejada in Hong Kong

and Ting-I Tsai in Taipei
contributed to this article.

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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By Susanne Craig

And Robin Sidel

One day after J.P. Morgan Chase
& Co. demanded $5 billion in collat-
eral from a teetering Lehman Broth-
ers Holdings Inc. last month, the big
bank made the same demand from
Merrill Lynch & Co.

Lehman paid the $5 billion to
J.P. Morgan and sought bankruptcy
protection four days later as an out-
flow of client assets and lack of mar-
ket confidence made its situation un-
tenable. Merrill never made the pay-
ment and agreed to be sold to Bank
of America Corp. three days after
the collateral demand.

J.P. Morgan sought the $5 billion
in collateral from Merrill Lynch last
month to cover added risk that
stemmed from growing concern
about the firm’s financial condition,
said people familiar with the situa-
tion. The bank was within its right as
a clearing agent to take the actions
against both Lehman and Merrill.

The moves highlight the many
roles that financial-services firms are
playing as the credit crisis takes hold
on Wall Street. As one of the biggest
diversified financial institutions, J.P.
Morgan competes with Wall Street
firms, advises them on financial strat-
egies, and also plays a key role as a
clearing agent that ensures the flow
of funds between financial institu-
tions. At the same time, firms like J.P.
Morgan are also protecting their own
reputations and balance sheets.

J.P. Morgan has played a leading
role in the credit crisis in recent
months. In March it bought for $10 a
share Bear Stearns Cos. as the bro-
kerage was sliding into financial dis-
array. That deal, which was backed
by the federal government, averted
a bankruptcy filing by Bear and gave
J.P. Morgan a long-sought entry into
the prime-brokerage business.

Then last month, J.P. Morgan
bought the bulk of Washington Mu-
tual Inc. after federal regulators
seized the thrift.
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