
Barclays agreed to buy Leh-
man’s U.S. investment bank and
capital-markets business and
hire as many as 9,000 of its em-
ployees. Meanwhile, an attempt
to raise as much as $75 billion
for AIG from private-sector
banks apparently failed. Page 1

n Fed holds U.S. rates steady
but signals willingness to take
action, giving it more time to
weigh the effects of the latest
financial turmoil. Page 1

n Russian share prices
plunged to their lowest levels
since late 2005 amid growing
fears of defaults among local
banks and brokers. Page 17

n U.S. stocks got a boost from
talk that the government might
give AIG a loan. Worries about
the insurance titan had pushed Eu-
ropean shares lower. Pages 17, 18

n U.S. consumer prices fell
0.1% last month, the first decline
in two years, driven by a 3.1%
drop in energy prices. Page 2

n Goldman Sachs logged a 70%
profit drop as business slowed
across the board and it posted
losses on the sale of soured
real-estate assets. Page 2

n World funding markets
ground to a halt, with short-
term interest rates soaring as
banks raced to ensure they had
sufficient cash. Page 3

n Gucci chief Mark Lee is step-
ping down as the fashion house
struggles. Page 27

AIG survival in doubt as rescue bid fails

Ukraine’s ruling coalition col-
lapsed, deepening a political cri-
sis that has clouded Kiev’s NATO
prospects. The pro-Western alli-
ance of President Yushchenko,
who accused Russia of trying to
destabilize Ukraine, and Prime
Minister Tymoshenko unraveled
over nine months. Page 8

n Pakistan said its troops had
orders to fire on U.S. soldiers if
they mount raids from Afghani-
stan, ahead of a meeting with
the top U.S. commander. Page 9

n Gen. Petraeus stepped aside
as Gen. Odierno became the top
U.S. commander in Iraq. Page 9

n The U.S. coalition commander
in Afghanistan said he has too
few ground troops, and even the
reinforcements announced by
Bush last week are insufficient.

n China said further sanctions
on Iran threatened by the U.S.
and others won’t resolve an im-
passe over Iran’s refusal to coop-
erate with a U.N. nuclear probe.

n Pilots of a Spanair jet that
crashed last month in Madrid on
takeoff, killing 154 people, failed
to extend wing flaps. Page 6

n Bolivian soldiers arrested an
opposition governor, as the U.S.
evacuated its Peace Corps vol-
unteers amid a political crisis.

n Suspected drug-gang hitmen
threw two grenades into an In-
dependence Day crowd in Mex-
ico, killing at least eight and
wounding more than 100.

n French troops rescued a cou-
ple whose yacht was hijacked
off Somalia Sept. 2, killing one
pirate and capturing six. Page 8

n Cuba has accepted condition-
ally the resumption of formal
political dialogue with the EU.

Fed stands pat on rates,
signals readiness to act

Barclays to acquire
some Lehman units
in U.S., hire workers

Editorial&Opinion

At a loss
American International Group’s New York
offices Tuesday, right. Worries about the
company’s well-being intensified after several
ratings agencies downgraded the global insurer.

Sources: the company (income); Thomson Reuters
Datastream (stock). Photo: Associated Press.
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An attempt to raise as much as
$75 billion for American Interna-
tional Group Inc. from private-sec-
tor banks has failed, people familiar
with the matter say, making it in-
creasingly unlikely that the insurer
will be able to survive without some

government intervention.
Officials from the U.S. Treasury

and Federal Reserve planned to
meet with U.S. President George W.
Bush on Tuesday afternoon at the

White House to discuss the situa-
tion, but it remained unclear
whether a government-led rescue
was in the offing.

In preparation for a possible
bankruptcy filing, AIG has hired
New York law firm Weil Gotshal &
Manges to advise it. Weil is also
working for Lehman Brothers Hold-
ings Inc., which filed for Chapter 11
bankruptcy protection earlier this
week.

AIG’s cash crisis was exacer-
bated Monday after ratings firms
downgraded its credit ratings, forc-
ing it to put up at least $14.5 billion

Please turn to page 31

Barclays PLC has reached an
agreement to buy the U.S. invest-
ment bank and capital-markets busi-
nesses of Lehman Brothers Hold-
ings Inc. and as many as 9,000 Leh-
man employees will find jobs with
the U.K. bank, according to people fa-
miliar with the situation. The Wall
Street Journal earlier reported that
Barclays would pay nearly $2 billion
for a large chunk of Lehman.

The deal was to be put before a
New York bankruptcy court judge

for approval on Tuesday. Lehman’s
creditors were to meet thereafter.
An official announcement wasn’t ex-
pected until Wednesday morning.

The deal is expected to be struc-
tured as an asset purchase, with Bar-
clays buying only the parts of Leh-
man it wants: Lehman’s trading posi-
tions and any contracts that come
with the business, which is likely to
include pending mergers and acqui-
sitions, as well as stock- and debt-
underwriting assignments.

Barclays won’t be buying any of
Lehman’s real estate, real-estate-
backed securities, derivatives posi-
tions or over-the-counter trades.
Lehman’s European business will re-
main in bankruptcy proceedings.
Lehman also is in separate talks to
sell its investment-management
unit to private-equity bidders.

In a twist, Lehman’s much-la-
mented Chapter 11 bankruptcy fil-
ing may have increased the
chances that the capital-markets
business would be salvaged in a
sale, said a person close to the deal.
In weekend talks, Barclays had pro-
posed buying all of Lehman except
the investment-management busi-
ness and then separating out Leh-
man’s toxic assets along the lines
of the so-called good bank/bad
bank structure Lehman had been
considering before the events of

Please turn to page 31

Tunnel vision
From Georgia to Montenegro,
the European Union foreign
policy is failing. Page 13
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What’s News—
Business & Finance World-Wide

By Heidi N. Moore, Dana
Cimilluca, Carrick Mollenkamp
and Matthew Karnitschnig

By Matthew Karnitschnig,
Sudeep Reddy, Jeffrey
McCracken and Serena Ng

U.S. government seen as last hope
to save crumbling global insurer

By Sudeep Reddy

The Federal Reserve, faced with
a series of shocks to the U.S. finan-
cial system, left interest rates un-
changed Tuesday but said it is
watching developments “care-
fully”—signaling a willingness to
take action if necessary.

The U.S. central bank, in a state-
ment after its meeting Tuesday, said
“strains in financial markets have in-
creased significantly and labor mar-
kets have weakened further.”

The Fed’s policy committee
voted unanimously to leave the fed-
eral-funds rate, at which banks lend
to each other overnight, unchanged
at 2%. It was the first fully unified
vote since last September.

The decision gives the Fed more
time to weigh the effects of the latest
round of financial turmoil on the
overall economy. Officials had hoped
the broader fallout from the weekend
would be limited, but they are closely
watching markets—and other trou-
bled firms—to gauge whether credit
would tighten as a result.

The Fed said it would “act as
needed” based on economic and fi-
nancial developments. Officials
were already expecting economic
growth to weaken later this year. In
their statement, they said tight
credit conditions, the housing-sec-
tor contraction and slowing export
growth “are likely to weigh on eco-
nomic growth over the next few
quarters.”

Still, the Fed said inflation and
growth risks are both “of significant
concern.” The statement said “infla-
tion has been high” and the inflation
outlook “remains highly uncertain.”
But the committee still expects infla-
tion to moderate later this year and
next year.

The Fed went into this past week-
end inclined to keep rates on hold
for at least several months. While
the U.S. economy expanded at a
strong 3.3% pace in the second quar-
ter, growth is expected to slow
sharply in the coming months. At
the same time, inflation worries are
receding amid declines in the prices

of crude oil and other commodities.
After cutting rates sharply over the
past year, from 5.25% last Septem-
ber, central-bank officials were in-
creasingly comfortable with giving
the financial system time to recover
before raising rates.

Sometime next year, analysts had
predicted, the Fed would finally
make a move—a rate increase. But
rate cuts came back on the table—
with futures markets putting strong
odds on a cut Tuesday—after a dra-
matic 10 days that threatened to top-
ple the U.S. financial sector and exact
deeper damage on the U.S. economy.
In a rapid-fire series of events that
began with the government takeover
of mortgage giants Fannie Mae and
Freddie Mac, officials have been
forced to decide quickly which firms
need to be saved to ensure the contin-
ued functioning of the financial sys-
tem and which ones can fail without
disastrous consequences for the mar-
kets and the broader economy.

Over the weekend, Fed and Trea-
sury officials pushed for the sale of

Please turn to page 30
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Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 11059.02+141.51 +1.30
Nasdaq 2207.90 +27.99 +1.28
DJ Stoxx 600 263.54 -7.14 -2.64
FTSE 100 5025.6 -178.6 -3.43
DAX 5965.17 -98.99 -1.63
CAC 40 4087.40 -81.57 -1.96

Euro $1.4125 -0.0072 -0.51
Nymex crude $91.15 -4.56 -4.76
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By Dan Fitzpatrick

Bank of America Corp. Chief Exec-
utive Ken Lewis couldn’t help but
crow about his momentous purchase
of “Mother Merrill”—a deal that
places the hyper-competitive CEO
atop the financial world at a time
when other Wall Street stalwarts are
crashing all around him.

In a series of televised interviews
and statements, Mr. Lewis spent
much of Monday congratulating his
own company for its deal to acquire
Merrill Lynch & Co., for $29 a share,
or about $44 billion. At a news confer-
ence inside Bank of America’s new
Manhattan office tower, Mr. Lewis re-
minded the audience that he pre-
dicted commercial banks would even-
tually own investment banks seven
years ago.

“I was a little ahead of my time,”
he said, grinning.

He brushed aside questions about
how the two culturally distinct firms
might be integrated, or whether he

can achieve $7 billion in cost savings,
as Bank of America has predicted.

“We are good at this,” he said dur-
ing an early-morning conference call.
“This isn’t our first time. When we
say we are going to get ‘X’ amount of
expense saves, we get them.”

Mr. Lewis has long bristled at
what he perceived as a lack of respect
for his bank, based in Charlotte, N.C.,
even as it morphed from an aggres-
sive provincial player into one of the
top financial institutions in the U.S.
Now the man known among bankers
for craving respect after a humble
childhood is at the head of the undis-
puted leader in the industry. By
nearly every measure, Bank of Amer-
ica, when combined with Merrill, will
be bigger than New York banking dy-
nasties Citigroup Inc. and J.P. Mor-
gan Chase & Co.

“This is his ascendance to the top
of the heap,” said analyst Nancy Bush
of NAB Research LLC in Annandale,
N.J.

Chris Marshall, who used to work
for Mr. Lewis as an executive in Bank
of America’s consumer businesses,
said: “I don’t think he is a guy who
craves the respect of his peers as
much as he wants to beat his peers.
He is the most fiercely competitive
person I know in business.”

Early in this credit crisis, Mr.
Lewis predicted that Bank of America
might have opportunities to inflict
pain on its competitors and leverage
its conglomerate strategy, of-
fering every product and ser-
vice desired by consumer
and business customers.
“This is the time,” he said
early in 2007. “I think we
could go for the jugular, re-
ally be disruptive and take
market share.”

Within months, he
agreed to buy Chicago’s La-
Salle Bank for $21 billion, tak-
ing advantage of a bidding
war for its Dutch parent. He
introduced free online trades, which
bruised discount brokers, and picked
up tottering mortgage giant Country-
wide Financial Corp. for $4 billion.

In all, Mr. Lewis has engineered
more than $100 billion in acquisi-
tions during the past five years.

With many of his deals, Mr. Lewis
was hamstrung by a federal law that
bars any bank from making acquisi-
tions that would give it more than
10% of all U.S. deposits. But he found
a way around that ceiling, as well, by
taking partial stakes in big compa-
nies or seeking access to markets out-
side the U.S. In the case of Country-
wide, he got around the rule because

of its classification as a thrift. With
Merrill, Bank of America also es-
capes the 10% cutoff because Mer-
rill’s two deposit-holding units are a

thrift and an industrial loan
corporation, both of which
are exempted from the ceil-
ing. But Merrill’s deposits
will still count toward Bank
of America’s total market
share, meaning Mr. Lewis
will preside over about
11.6% of all U.S. deposits.

The Merrill purchase
also solves a longstanding
frustration for Mr. Lewis—
Bank of America’s decade-
long slog to build an invest-

ment bank. In October 2007, he said
he had sustained all the “fun” he
could stand in the business after huge
trading losses. He restructured the
unit and cut thousands of jobs. The
business, he said Monday, operated
in “no-man’s land,” not able to focus
tightly or expand its ambitions at the
same time. “It has been frustrating,
frankly,” he said Monday. And “we
probably would have been frustrated
for quite some time. This just
changes that.”

And now, he quipped, “I like it
again.”
 —David Enrich

contributed to this article.

Strong earnings from
Goldman Sachs Group
would have helped dispel
the notion that America’s
premier brokerage needs to
merge with a large commer-
cial bank to survive the
treacherous new era on Wall
Street.

Instead, while the invest-
ment bank avoided a loss for
its fiscal third quarter ended
Aug. 29, its earnings showed
that the credit crunch is tak-
ing a heavy toll.

What’s more, the
$845 million Goldman did
manage to report for the pe-
riod looked low-quality. It
benefited from a sharply
lower tax rate—which
dropped to 12% from 26% in
the second quarter—and the
bank may have gotten a
boost from generous valua-
tions on some of its mort-
gage holdings.

The bank’s fixed-income,
currency and commodities
line was down a third from
an already weak second
quarter, while equities trad-
ing slumped more than 70%.
In addition, a $581 million
revenue decline within prin-
cipal investments showed
that Goldman’s traders are
fallible like everybody else.

Those sort of numbers go
some way to explaining why
Goldman now trades at only
1.3 times book value. In one
way, there is good reason to
be more wary of Goldman
than others—the firm’s dis-
closures lack numbers that
other brokers supply.

For instance, Lehman
Brothers’ third-quarter earn-
ings release broke out write-

downs, before and after
hedging gains, for four
closely watched asset cate-
gories.

By contrast, Goldman’s
earnings release doesn’t say
what write-downs were be-
fore hedging, an important
data point for investors try-
ing to gauge the potential
for future write-downs.

Limited disclosure be-
comes especially important
when a bank’s write-downs
look small. In the third quar-
ter, Goldman said it took
roughly $325 million of
write-downs, after hedging,
on commercial mortgages.
That is only 2% of the $16.6
billion in commercial mort-
gages that the bank had on
its books at the end of the
second quarter.

Goldman’s chief financial
officer, David Viniar, said the
commercial-mortgage line
benefited from successful
hedging. The flip side is, that
could mean the underlying
mark is considerably larger
than 2%. And brokerage in-

vestors have already found
to their cost that hedges
aren’t always perfect.

To emphasize that Gold-
man thinks its marks are
sound, Mr. Viniar said when
it sold $4 billion of residen-
tial mortgages in the quar-
ter, “virtually every trade
was at or above our marks.”

There isn’t any doubt
that Goldman is still the
strongest investment bank
on Wall Street. It has been
savvy in reducing leverage
this year, though a bigger
drop this quarter would
have been welcome.

But whether Goldman
ends up doing a deal with
another financial institution
ultimately depends on the
length and severity of the
credit crunch.

A worrying sign of how
differently the market views
Goldman right now: Credit-
default swaps, the cost of
protecting against a default,
have surged to a level al-
most unthinkable earlier
this year.

Admittedly, that spike
could be fleeting. But there’s
a chance that it is an early
sign that Goldman’s cost of
borrowing is headed perma-
nently higher. If so, the bank
will find it harder to make
big returns.

Knowing Goldman, it will
try and sweat things out un-
til markets recover. But if
Morgan Stanley reports bad
earnings Wednesday, it
could come under pressure
to find a buyer. Under that
scenario, even Goldman
could struggle to stand
alone.
 —Peter Eavis

The panicky market reac-
tion to Lehman Brothers’ col-
lapse and the troubles at
American Insurance Group
could yet be the undoing of
HBOS, even if the U.K. bank’s
business looks sound on pa-
per. These are extraordinary
times, in which financial in-
stitutions with the widest ar-
ray of assets and most di-
verse sources of funding
look best-placed to survive.

HBOS shares have fallen
more than 35% in two days,
wiping £5.4 billion ($9.73
billion) off its market value,
despite assurances from its
management that funding
isn’t a problem. The cost of
insuring HBOS’s debt
against default has risen
sharply as the bank has

again become a short-sell-
er’s favorite.

If other U.K. commercial
banks were to pull back from
doing business with HBOS be-
cause of worries over its sol-
vency, spreads would widen
still further, possibly pushing
the bank’s cost of borrowing
to prohibitive levels.

One underlying problem
for HBOS is its exposure to
the U.K. mortgage market
as house prices tumble. One
in five Britons has an HBOS
home loan. Another is the
bank’s reliance on whole-
sale funding, which ac-
counts for 48% of the total,
a potentially fatal weakness
when credit conditions are
tight, as the failures of Leh-
man Brothers and Northern

Rock have shown.
With confidence in HBOS

so low, the fact that it is one
of the best-capitalized of ma-
jor U.K. banks, counts for less
than management would like.

HBOS may take more
write-downs of the value of
its asset-backed securities.
In isolation, that wouldn’t
be fatal, as the bank has
just raised £4 billion in new
capital, and extra liquidity
from the Bank of England is
going some way to ease the
banking sector’s pain.

But all that may do
HBOS little good when the
onus is on the bank itself to
reassure the market by sell-
ing assets or even finding a
merger partner.
 —Molly Neal

BofA poised to ascend bank ladder
Chief executive’s star
rises, but he has set
a high bar to clear

HBOS still needs to appease markets

Gulf funds are likely to head homeward

Ken Lewis

The ruler of Abu Dhabi
in the 1960s, Sheik Shakbut,
used to keep the wealth of
his oil-rich emirate in a
wooden chest because he
didn’t believe in banks. As
global markets endure an-
other pounding following
the collapse of Lehman
Brothers, Shakbut’s descen-
dants are coming around to
the same view.

Gulf funds have lost
their appetite for shares in
distressed Western banks,
and as oil prices plummet,
there is growing pressure
to sell down foreign invest-
ments to refocus on the
huge cost of protecting and
diversifying the region’s oil-
dependent economies. This
can only spell bad news for
international markets.

One of the most recent
big bank investments by a
Middle Eastern oil fund was
the Kuwait Investment Au-
thority’s purchase early
this year of a stake in Mer-
rill Lynch. Gulf funds are
major holders of stock in
Citigroup, Credit Suisse
Group , HSBC Holdings, and
Barclays—all investments
showing big paper losses.
The Abu Dhabi Investment
Authority had about two-
thirds of its $900 billion
hoard locked into U.S. as-
sets at the start of the year.

Gulf states have $2.3 tril-
lion of infrastructure proj-
ects either under way or in
development, according to
Middle East Economic Di-
gest, much of which has yet
to be financed. If oil prices

fall further below $100 a
barrel, states will be hard-
pressed to find that funding
without tapping cash re-
serves.

And with the risk that
the credit crisis may yet hit
local financial institutions
hard, domestic calls on the
funds’ resources could in-
crease. At the least, there is
pressure to boost local
stock markets in which for-
eign investors have lost con-
fidence. Share prices on the
Dubai Financial Market
have fallen 32% so far this
year.The region’s hereditary
rulers know that investing
more at home will be both
politically shrewd and eco-
nomically necessary if oil
revenues slide.
 —Andrew Critchlow

Parsing Goldman’s net
Drained
Goldman Sachs’s daily
closing share price 

Note: with Tuesday’s
midafternoon price
Source: Thomson Reuters
Datastream

120

140

160

180

200

$220

2008

Looking for the
right MBA?

Meet top business schools
One-to-One with the
Access MBA Tour

20 September, Sana Hotel,
Lisboa, Portugal

24 September, Stanhope Hotel,
Brussels, Belgium

www.accessmba.com

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

schools and university
campuses across Europe, a
program supported by:

Contact:
gert.vanmol@dowjones.com

Bringing Universities and
Businesses Together

32 WEDNESDAY, SEPTEMBER 17, 2008 T H E WA L L ST R E ET JOU R NA L .



Barnack, Oskar ................ 6
Beeson, Gerald .............. 21
Blankfein, Lloyd ......... 2,14
Boockvar, Peter ............. 18
Bove, Richard ................ 14
Bush, Nancy ................. 32
Cheung, Clement .......... 23
Cheung, Irene ................ 22
Christianson, Wei Sun .. 23
Clark, Simon .................. 28
Claussen, Gregor ............ 6
Cox, Archibald Jr. .......... 31
de Margerie, Christophe . 7
Dehecq, Jean-François ... 7
Dell, Michael .................. 4
Diamond, Robert E. ...... 31
Dickson, John ................ 21
Dierickx, Constance ...... 15
Ding Yi .......................... 22
Dmitriev, Mikhail .......... 18
Evans, Jonathan ........... 21
Exley, Jon ..................... 21
Finkelstein, Sydney ...... 15
Francis, J. Stuart .......... 19
Fuld, Richard Jr. ............ 15
Furse, Clara .................. 18
Gatto, Joseph ................ 19
Gehrke, Tobias ............. 21
George, William W. ...... 15
Hartwig, Robert ............ 15

Hayes, Gary E. ............. 15
Henderson, Fritz ........... 29
Hirst, Damien ............... 29
Hohn, Christopher ........ 19
Humphris, Patrick ........ 18
Hunger, Anton ................ 7
Ina, Shinichi ................. 22
Kaplan, Steven ............. 15
Kaufmann, Andreas ....... 6
King, Ian ....................... 17
Kramer, Orin .................. 10
Kreher, Bill ..................... 4
Lascelles, Jonathan ...... 21
Le Fur, Gerard ................ 7
Lee, Shu Yin .................. 23
Lee, Steven .................... 6
Lewis, Ken ................ 14,32
Mack, John ................... 14
Malyon, Stephen .......... 20
Marshall, Chris ............. 32
McGee, Hugh ................. 19
Mehta, Sunil ................. 23
Meyers, Gerald C. ......... 15
Mizen, Miranda ............. 18
Mudd, Daniel ................. 10
Nash, Roland ................. 17
Nassar, Anita ............... 21
Ng, Kathleen ................ 22
O’Toole, Timothy .......... 19
Page, Phil ..................... 21

Perlmutter, Roger .......... 7
Poser, Jan ........................ 8
Potter, Alex ................... 31
Ross, Wilbur ................. 22
Salt, Harley ................... 22
Schorr, Glenn ................ 14
Schreiber, Martin ........... 7
Silverstone, Yaarit ....... 15
Sirota, Alan ................... 15
Smith, Daniel ................ 15
Smith, Ron ................... 17
Smith, Roy ................... 14
Soder, Dee ..................... 15
Springer, Shaun ............. 21
Stephenson, Ros .......... 19
Thain, John ................... 15
Trone, David .................. 14
Tulupman, Peter ............ 15
Udell, Byron .................. 15
Varley, John .................. 31
Viehbacher, Chris ........... 7
Viniar, David ................... 2
Vitale, Mario P. ............ 15
Waggoner, Mark ............ 19
Wagner, Victoria .......... 14
Wagoner, Rick ............... 29
Wiedeking, Wendelin ...... 7
Wilhelm, William J. ..... 19
Winet, Dieter ................ 17
Woessne, Sabine ........... 17
Young, Miles ................... 4

AccuQuote .................. 15
Adecco ............................ 4
Agilent Technologies ... 19
American Express ......... 4
American International

Group
1,10,15,17,18,19,20,22,
23,30

Amgen ............................ 7
Aozora Bank ................ 22

Apollo Management ... 19
Avago Technologies ..... 19
Bank of America

10,14,15,18,19,20,21,22,
30,32

Bank of New York
Mellon ...................... 14

Barclays ............... 1,18,32
Barr Pharmaceuticals .. 19
BASF ........................... 7,9

Bayer AG .................... 7,9
Bestinver ....................... 7
Blackstone Group ....... 19
BMW .............................. 6
BNP Paribas ................. 19
China Huaneng Group .22
Ciba Holding .................. 7
Ciba Specialty Chemicals

................................... 9
Citadel Investment

Group ........................ 21
Citic Group .................. 22
Citic International

Financial Holdings ... 22
Citigroup ................. 19,32
Clariant .......................... 9
Continental .................. 19
Credit Suisse Group

....................... 10,19,32
CSX Corp. .................... 19
Daimler ......................... 6
Dell ................................. 4
Deutsche Bank ........... 19
DigitalGlobe ................ 19
Direvo Biotech .............. 7
Dow Chemical ................ 9
Electricité de France ..... 7
Electronic Data Systems

................................... 7
Ernst & Young ............ 10
Fannie Mae ................. 10
Fiat ................................. 6
Ford Motor .................... 6
Gazprom ...................... 17
General Motors ........ 6,29
GL Trade ...................... 19
GLG Partners .............. 19
Golden Peaks ................ 7
Goldman Sachs Group

..... 2,14,15,19,20,23,32
Grand River

Investments ............ 23

HBOS ....................... 17,32
Hewlett-Packard ......... 4,7
HKR International ...... 23
Honda Motor ............... 29
HSBC Holdings ............ 32
Husqvarna ..................... 4
Iberdrola ......................... 7
IBM ................................. 4
Invesco ......................... 22
J.P. Morgan Chase

.............. 14,15,19,30,32
Kohlberg Kravis Roberts

.................................. 19
Kuwait Investment

Authority .................. 32
Lanxess ......................... 9
Lehman Brothers

Holdings
1,2,10,14,15,17,18,19,20,
21,22,30,31

Leica Camera ................. 6
London Underground ... 19
L’Oréal ............................ 7
Macquarie .................... 23
MasterCard .................. 18
McJunkin Red Man

Holding ..................... 19
Merck & Co. ................... 7
Merrill Lynch

10,14,15,18,19,20,21,22,
30,32

Michael Page
International .............. 4

Mitsubishi UFJ Financial
Group ....................... 22

Morgan Stanley
................ 2,14,18,20,23

Noble Environmental
Power ........................ 19

Novartis ........................ 7
Office Depot .................. 4

Porsche ........................ 17
Porsche Automobil

Holding ........................ 7
PPR .............................. 27
PSA Peugeot-Citroën ... 6
Ranbaxy ........................ 7
Renault .......................... 6
Rosneft ....................... 17
Royal Bank of Scotland

Group ........................ 18
Sanofi-Aventis .............. 7
Schaeffler Group ......... 19
Shinsei Bank ............... 22
Solar Winds ................. 19
Songbird Estates ........ 17
Sprint Nextel ................. 4
State Street ............... 14
Sumitomo Mitsui

Financial Group ........ 22
SunGard Data Systems

.................................. 19
Swiss Re ..................... 17
Tata Group .............. 23,31
Teva Pharmaceutical

Industries ................ 19
The Children’s

Investment Fund
Management ........... 19

3G Capital Partners ..... 19
Total SA ........................ 7
Toyota Motor ............ 6,29
UBS .................... 10,17,19
Unilever .......................... 4
Visa .............................. 18
Visa Europe ................ 18
Volkswagen ............ 6,7,17
VTB .............................. 17
Washington Mutual

........................ 10,14,18
WPP Group ................... 4
Zurich Financial Services

.................................. 15

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

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

This index of businesses mentioned in today’s issue of The Wall Street Journal Europe is intended to include all significant references to compa-
nies. First reference to these companies appear in boldface type in all articles except those on page one and the editorial pages.

CORRECTIONS &
AMPLIFICATIONS

Goldman feels the pinch
as earnings drop by 70%

Inflation pressures ease
Oil-price drop helps
give Federal Reserve
more wiggle room
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By Greg Morcroft

And Donna Kardos

Goldman Sachs Group Inc. re-
ported a 70% decline in fiscal-third-
quarter profit from a year earlier as
business slowed across the board
and the New York firm posted losses
on the sale of soured residential and
commercial real-estate assets.

Chief Executive Lloyd C. Blank-
fein said in a statement that Gold-
man “saw a marked decrease in cli-
ent activity and declining asset valu-
ations” during the quarter. The de-
scription of its business environ-
ment was a big turnaround from
three months ago, when the bank
said client activity was “solid” in
fixed-income trading and “strong”
in equities trading.

Despite tumbling markets and
Wall Street turmoil that has left
Goldman as one of the two remain-
ing major independent investment
banks in the U.S., Chief Financial Of-
ficer David Viniar said Goldman
wouldn’t change its long-term glo-
bal strategy and that it has no plans
to merge with or to buy a bank to ex-
pand its funding sources.

Rather, the firm would take “a
more nuanced approach” in adjust-
ing to market conditions, Mr. Viniar
said in a conference call.

For the quarter ended Aug. 29,
Goldman reported net income of
$845 million, or $1.81 a share, down
from $2.85 billion, or $6.13 a share,
a year earlier. Net revenue fell 51%
to $6.04 billion.

Goldman’s results compared fa-
vorably with former rival Lehman
Brothers Holdings Inc., which made
a bankruptcy filing Monday. Last
week, Lehman Brothers reported a
fiscal third-quarter net loss of al-
most $4 billion after more than $5
billion of new write-downs, mostly
on soured mortgage exposures.

Morgan Stanley, the other re-
maining large independent U.S. bro-
kerage firm, is scheduled to report
earnings Wednesday.

Goldman’s investment-banking
revenue slid 40%, as financial-advi-
sory revenue dropped 56% amid a

decrease in completed mergers and
acquisitions. Revenue fell by two-
thirds at Goldman’s trading and
principal-investments business and
that segment’s fixed-income, cur-
rencies and commodities-trading
group amid weak results in credit
products and mortgages. Equities
revenue slumped 50%.

Meanwhile, the principal-invest-
ments group swung to a loss amid
red ink from corporate and real-es-
tate principal investments.

The asset-management and secu-
rities-services division, which in-
cludes lending and other services to
hedge funds, managed to eke out a
4.3% revenue increase as a 20%
jump at the securities-services seg-
ment more than offset a 5.8% de-
cline in asset-management revenue.

By Justin Lahart

And Kelly Evans

As the credit crisis continues to
wallop the economy, there is one
piece of good news: Inflation is subsid-
ing in the U.S. and many other places
around the world.

U.S. consumer prices fell last
month for the first time in two years,
the Labor Department said Tuesday,
while the consumer-price index fell
0.1% in August after rising 0.8% the
previous month. A 3.1% decline in en-
ergy prices was the main force behind
the overall price drop; excluding food
and energy, the CPI rose 0.2%.

With price pressures easing, U.S.
inflation should continue to cool in
the months to come. Partly that is the
result of sagging demand globally
and the turnaround in the dollar,
which has been climbing in value
since the end of July. Damped infla-
tion is important because it helps
ease the strain of rising prices on con-
sumer pocketbooks and company
profits. It also makes it easier for the
Federal Reserve to combat the weak
economy by lowering interest rates.

The signs of inflation ebbing are
abundant. Energy and other commod-
ity prices were continuing to fall Tues-
day, with crude oil at a seven-month
low of $91.15 a barrel in late trading in
New York, down from a July 3 all-time
high of $145.29. Prices of imported
goods slipped last month, and are ex-
pected to continue to head south.

Inflation expectations have also
ratcheted lower. Households sur-
veyed by the University of Michigan
reported this month that they expect
prices to advance 3.6% annually over

the next five to ten years, down from
the 5.1% they expected in July. When
inflation expectations are lower, it be-
comes more difficult for companies
to pass on price increases.

“Inflation, the fear seems to be
passing right now,” says Global In-
sight chief economist Nariman Be-
hravesh. “We’re going to very quickly
be in a situation that it’s not a prob-
lem.”

The drop in price pressures has
given the Federal Reserve more wig-
gle room on interest rates. After its
meeting Tuesday, the Fed’s rate-set-
ting committee said that the inflation
outlook “remains highly uncertain,”
but it also said it is watching the mar-
ket “carefully”—signaling that it
might take action if necessary.

Easing energy prices, in particu-
lar, have been a relief. Because of Hur-
ricane Ike, gasoline prices bumped up
to $3.83 a gallon in the U.S. in the
week ended Monday from $3.65 a
week earlier, according to the Energy
Information Administration. Still,
that was below the July high of $4.11.
Diesel averaged $4.02 a gallon last
week, down from a July high of $4.76.

Charles Whittington, president of
the trucking company Grammer In-
dustries Inc. in Grammer, Ind., said
he has recently reduced fuel sur-
charges by 10%. But he’s wary of cut-
ting more, given how volatile prices
are. “Your fever has gone down from
103 to 101,” Mr. Whittington said.
With the recent drop, diesel is still
more than $1 a gallon more than it
was a year ago.

Raw-materials prices have been
falling as well. Florence Wilpon, the
owner of Ess-a-Bagel in New York
City, who raised prices earlier this
year in response to higher costs, said
that a 100-pound bag of flour now
costs her $46 to $47, down from $50
earlier this summer.

But a big reason for lower inflation
is lower demand, so many businesses
aren’t celebrating the price declines.
At the close of New York trading Tues-
day, copper fetched $3.11 a pound,
down from a July 2 high of $4.08.
That’s great, said Jim Bryant, owner of
Vintage Copper in Salina, Okla.—but
he’d much rather see orders for the
custom copper cupolas and other
pieces he makes for upscale homes.
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U.S. Sen. Ted Kennedy was first
sworn into the Senate in November
1962 after a special election. A chart
that accompanied an Aug. 26 article
about Sen. Joe Biden’s selection as
the Democratic vice-presidential
candidate incorrectly said
Mr. Kennedy started his Senate ca-
reer in 1963.
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Barclays deal provides growth in U.S. At Lehman, 25,000 people
worry about their future

AIG’s survival is in doubt as its $75 billion rescue bid fails

last week. Those talks fell apart.
Because Lehman is in bank-

ruptcy-law protection from credi-
tors, however, the “bad assets” can
be left at the holding-company level
to be liquidated according to the
bankruptcy court's instructions.
Barclays was able to achieve the
deal it wanted in the first place.

Barclays needs to complete the
transaction quickly. Lehman’s em-
ployees and clients are likely to
move on as they look for new jobs.

For Barclays and its president,
Robert E. Diamond Jr., the deal would
fill a gap in Barclays Capital’s opera-
tions, which lack scale on Wall Street.
The firm has been hiring to shore up
businesses such as real estate.

Still, an acquisition of Lehman’s
U.S. unit could prove to be a tough
sell to Barclays investors. Barclays
shares fell 2.5% in London trading
Tuesday. The transaction would
also stress Barclays at a time when
the U.K. economy is under pressure.

“Is it a good idea? Depends on
what piece and what price,” said
Alex Potter, an analyst at Collins
Stewart. Barclays needs to reduce
its leverage, “so it needs to avoid
Lehman’s balance sheet. But there
are also a lot of talented people at

Lehman,” which could be a good ad-
dition, he said.

Mr. Potter said any Lehman pur-
chase would be a move away from the
strategy that Barclays outlined a year
ago of focusing on its retail business
and emerging markets such as Russia.
With the addition of business such as
underwriting equity deals and
merger-and-acquisition advisory, Bar-
clays would take its investment bank
away from the strategy it has been
pursuing since Mr. Diamond took
over as its investment-banking chief.

To counter criticism, Barclays is
likely to pitch the idea that it is taking
abig leap,nearlyovernight,inamass-
ing scale in investment banking.

For the first half of this year, in
results reported in early August,
Barclays reported net income of
£1.71 billion ($3.08 billion), down

35% from a year earlier. The bank
also recorded £2.8 billion in new
write-downs.

The talks were led by Barclays
AmericasChairmanArchibaldCoxJr.
Earlier in the week, Lehman’s top ex-
ecutives huddled at the bank’s Man-
hattan headquarters trying to craft a
plan that would preserve many Leh-
man jobs and operations, say people
briefed on the discussions.

Lehman’s bankruptcy-protec-
tion filing allowed it to sell off some
assets and gave it additional time to

reach an agreement.
A last-minute deal might be seen

as a well-received rescue of a bank
that was on the verge of disappear-
ing Monday.

Time is of the essence for Leh-
man, whose main assets—its people—
are rapidly walking out the door.
“The assets will be moved as soon as
possible,” said one person working
on the Lehman bankruptcy.

The talks underscore how eager
Barclays’ Mr. Diamond is to expand
in the U.S. even at the risk of expos-
ing the bank to integration chal-
lenges and risk at a highly tenuous
time in banking. Barclays also faces
questions about the ways it is ac-
counting for its exposure to risky as-
sets. Bank officials have defended
their books, most recently in August
when they reported midyear results.

Mr. Diamond has worked to in-
crease the firm’s business in the U.S.
in areas such as real-estate banking.
At the same time, Barclays Chief Exec-
utive John Varley has preferred to
pitch the idea of Barclays expanding
other areas of its business, including
retail banking in areas such as Russia.
 —Jeffrey McCracken

and Susanne Craig
contributed to this article.
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in additional collateral to fulfill its
obligations. The downgrades also
triggered a provision in some of
AIG’s large commercial-insurance
policies that allows holders to can-
cel and recoup unearned premiums.

AIG’s shares were down $1.16
cents, or 24%, to $3.60 in late-after-
noon trading in New York. The stock
has lost about 94% of its value so far
this year.

In addition, widening spreads
for corporate credit-default
swaps, a vast market where AIG is
a major player, are forcing the
firm to post additional collateral
to investment banks and other
counterparties.

Concerns about AIG’s future is
prompting many of its clients to
close out their accounts, further ex-
acerbating the situation. One per-
son close to AIG said it may now re-
quire an injection of more than $100
billion to survive. The banks advis-
ing the firm concluded it would be
all but impossible to organize a loan
of that size, making the government
AIG’s only hope.

In Asia, where AIG operates a
wide network of businesses, its affil-
iates sought to reassure clients that

they had sufficient capital to meet
all policy claims. Regulators in In-
dia, Hong Kong, Singapore and Thai-
land said local AIG units have
enough capital to cover their obliga-
tions. Regulators in China said they
were monitoring the situation.

Customers outside the U.S. ac-

counted for 79% of AIG’s insurance
premiums last year, with Japan and
Taiwan among its largest markets.

Despite reassurances from regu-
lators that their policies were cov-
ered and warnings that cancella-
tions could lead to losses, dozens of
people lined up outside AIG-affili-

ated offices in Singapore. Some
waited for three hours to be at-
tended by staffers. Others said they
wanted to make sure that their poli-
cies are safe, while others said they
would cancel their policies.

India’s insurance regulator
asked two insurance joint ventures

between AIG and India’s Tata
Group to submit reports on their
operational status, its chairman
said. J. Hari Narayan, who heads
the Insurance Regulatory and De-
velopment Authority, added that
“the solvency ratios of both the
companies look comfortable and
there is no concern over capital.”
Analysts said the Indian companies
may be constrained in their expan-
sion because of AIG’s woes. Sunil
Mehta, country head for AIG, de-
clined to comment.

In mainland China, the China In-
surance Regulatory Commission
said it was watching AIG closely and
researching the possible impact
that the company’s cash woes could
have on China. AIG doesn’t release
much information about its busi-
ness in China, and company officials
there didn’t respond to a request for
comment.

A spokeswoman for AIG in Hong
Kong, a specially administered re-
gion of China, also declined to pro-
vide details.

 —Bruce Stanley and Jackie
Cheung in Hong Kong,

James T. Areddy in Shanghai
and Shai Oster in Beijing

contributed to this article.
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Barclays is buying only the parts of Lehman
it wants, such as the trading positions. It
won’t buy the real estate, real-estate-backed
securities or derivatives positions.

Barclays needs to complete the transaction quickly, as Lehman’s employees and
clients are likely to move on as they look for new jobs.

By Ianthe Jeanne Dugan

Thousands of Lehman Brothers
employees came to work Monday
morning anxious but optimistic—
and then realized that after years of
dodging rumors about the firm’s
possible demise, their numbers
were finally up.

Sunday night, Elizabeth Datis,
the mother of three teenage boys,
sat at her Bronx home, watching
news about Lehman on television
with her “fingers crossed.” Monday
morning, the 45-year-old adminis-
trative assistant watched in shock
as colleagues cleaned out their
desks; she was uncertain about her
job, or the prospects of collecting
severance pay.

“What’s going to happen to the lit-
tle people who have given this place
so much dedication?” asks Ms. Datis.
“This is all so sad.”

That sentiment permeated Leh-
man, as 25,000 employees realized
that their venerable company could
shut its doors. Many expected a
buyer or a government bailout over
the weekend, helping the firm es-
cape disaster as it did after the col-
lapse in 1998 of hedge fund Long-
Term Capital Management, or when
the Sept. 11, 2001, terrorist attacks
damaged its former headquarters. In-
stead, Lehman Brothers Holdings
Inc. filed for bankruptcy protection
early Monday.

Mostly, people worried about
how they would find work, in a year
when New York has lost about 9,000
financial jobs. Lehman laid off about
1,500 people earlier this month, and
many of those workers are anxious
about severance payments. It is un-
clear how they will stack up among
creditors in bankruptcy court.

“It makes my stomach hurt,” says
Nicholas A. Netchvolodoff, 46, a tele-
communications analyst.

Employees got a memo Monday
morning telling them that they
were employed by Lehman until fur-
ther notice. But Mr. Netchvolodoff,
a vice president, packed up his of-

fice, in Washington, and sent out a
goodbye email, containing personal
contact details.

Even tiny Scottsbluff, Neb.,
braced for the fallout. Lehman’s Au-
rora Loan Services unit is the sec-
ond-largest employer there, and
just finished a new building, com-
plete with security machines that
scan employees’ retinas.

Rawnda Pierce, the executive di-
rector of the local economic devel-
opment agency, called Lehman and
was told that the unit wasn’t in-
cluded in the bankruptcy. Still, she
says, “there is tension, stress,” over
the future. “There isn’t anyone in
this community who doesn’t know
someone who works there.”

Employees wouldn’t have many
options. Scott Deatheridge has been
unable to find work since he was laid
off by the unit in January, he says,
and much of his net worth is tied up
in Lehman stock he received as com-
pensation.

“I feel stranded in this tiny
town,” he says.

In London, 26-year-old Duo Ai,
who works in fixed-income research,
is worried that he could lose his visa
to stay in the U.K. At his office, peo-
ple were clearing their desks and
talking on the phone to headhunters.
A few people left with Lehman um-
brellas and rugby balls, clearing out
the corporate gift supplies.

Bryan Williams, 27 years old,
worked in fixed income in New York.
He may seek to leave the profession
and the city. “The downturn isn’t
done,” he says. “I don’t think I feel
comfortable, necessarily, going to an-
other investment bank.”

Lehman officials and some ana-
lysts have said the firm succumbed
to a cascade of events that were ulti-
mately out of its control. Still, some
employees were exasperated with
top executives. “It’s just a few wrong
decisions here and there,” said Sho-
nali Gupta, a 26-year-old fixed-in-
come trader.

 —Michael Spector, Craig Karmin,
Annelena Lobb and Jeanne

Whalen contributed to this article.
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Notes: AIG’s automotive unit is in the general insurance 
segment; the annuity unit is in the life insurance segment

Source: the company

Close examination
How AIG’s business segments did in the second quarter of 2008 compared with the same period in 2007
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Woes pile on as funding markets freeze up
Lending rates soar;
banks and insurers
race to cover deposits

Europe worries in wake
of newest U.S. troubles
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The rate banks pay to borrow dollars
overnight from one another surged, a sign
of little money availability.
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The latest turmoil in U.S. finan-
cial markets is likely to deepen Eu-
rope’s already-worrisome economic
downturn.

In countries where heavy bor-
rowing fueled economic growth un-
til this year, including the U.K. and
Spain, the banking sector’s worsen-
ing frailty threatens to choke off
credit further, compounding

slumps in consumer spending and
housing markets.

Other countries, such as Ger-
many and Italy, appear to be more in-
sulated against the evaporation of
credit because borrowers aren’t as
overstretched. But the global finan-
cial fallout could hurt European ex-
ports, vital to the region’s growth.

European policy makers are wor-
ried. “It’s clear that the financial-
market crisis will have an impact on
the real economy,” German Finance
Minister Peer Steinbrück told Ger-
many’s Parliament Tuesday.

European Central Bank officials
still predict that the bloc’s economy
will rebound after hitting bottom in
third quarter, but even before the
latest upheavals, some officials
were fretting publicly about the risk
of a full-blown credit crunch.

The financial crisis’ most obvi-
ous European casualty is the U.K.,
given its role as the region’s finan-
cial center. When Lehman Brothers
filed for U.S. Chapter 11 bankruptcy-
court protection Monday, around
4,000 people in the U.K. found them-

selves facing unemployment. The
collapse in banks’ profits has hit
U.K. business, from the originators
of complex debt instruments to the
real-estate agents who sold those
bankers plush properties in London.

The effects of more-cautious
lenders, a slowing housing market,
and the rising cost of living are be-
ing felt across the country. The
U.K.’s annual rate of inflation hit a
16-year high of 4.7% in August, ac-
cording to figures released Tuesday.

Other debt-fueled economies
such as Spain and Ireland, where de-
cade-long housing bubbles are burst-
ing, are likely to bear the brunt if
banks choke off lending. Spain’s econ-
omy grew by a minimal 0.1% in the
second quarter of this year. The Eu-
ropean Commission last week fore-
cast consecutive contractions in the
third and fourth quarters.

LEADING THE NEWS

By Marcus Walker in Berlin,
Joellen Perry in Frankfurt and
Alistair MacDonald in London

Sources: ECB; Barclays Capital
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By Carrick Mollenkamp,

Mark Whitehouse

And Neil Shah

LONDON—The world’s funding
markets, a critical cog in the global
financial system, ground to a halt
Tuesday.

As banks panicked about how
problems at American Interna-
tional Group Inc. and Lehman
Brothers Holdings Inc. might affect
them and their counterparts, ten-
sions in the markets on which they
depend to borrow money reached
levels not seen since the credit
crunch began more than a year ago.
Despite concerted efforts by the
world’s central bankers to keep
money flowing, short-term interest
rates soared as banks refused to
lend to one another.

In one stark sign of disappearing
confidence, the overnight London
interbank offered rate, or Libor, a
benchmark that is supposed to re-
flect banks’ borrowing costs, more
than doubled in its sharpest spike
on record. Big global banks such as
J.P. Morgan Chase & Co., Credit
Suisse Group, UBS AG and others re-
ported overnight borrowing costs
of 7% in dollars, compared to 3% just
a day earlier. Longer-term Libor
rates also rose in a move that, if sus-

tained, will push up payments on bil-
lions of dollars in mortgage and cor-
porate loans that are linked to Libor.

As their stock prices plunged,
banks took the rare step of denying
cash problems. Switzerland’s UBS,
refuting an analyst report and mov-
ing to counter a 17% drop in its stock
price, said its total loss exposure to
Lehman would be a manageable
$300 million. Belgian-Dutch bank
Fortis, which saw its shares fall
nearly 11%, denied in a statement
that it was seeking a capital injec-
tion. In the U.K., HBOS PLC, a big
mortgage lender that depends
heavily on market funding, said it
had a strong capital position as its
share price fell 22%.

The tensions reflect the vast im-
pact that a failure of AIG, which is
struggling to shore up its finances
amid credit downgrades, could have
on banks and financial markets. The
U.S. insurer is a major player in the
$62 trillion credit-default-swap
market, where banks and others buy
and sell insurance against defaults
on corporate bonds. AIG has sold in-
surance on hundreds of billions of
dollars in debt to European banks
alone. That insurance that could
prove worthless in the event of an
AIG bankruptcy, precipitating bil-
lions of dollars in new losses for
banks.

Because the insurance is sold in
the form of private contracts, not
even policy makers know exactly
how much there is or who will end
up taking the losses. “These things
are invisible to everybody,” says

Howard Simons, a bond strategist
at Bianco Research in Chicago. “No-
body knows what’s out there.”

The worries about AIG are in-
creasing the likelihood of the out-
comes that markets fear most. For
one, they have caused the cost of de-
fault insurance to rise sharply. That
forces sellers of insurance like AIG
to put up added cash as collateral to
guarantee they will be able to pay in
the event of a default. The added de-
mand for cash exacerbates the
money-market strains. AIG has
been struggling to raise $70 billion
to $75 billion from banks to help it
meet obligations, according to peo-
ple familiar with the matter.

The depth of the money-market
problems became clear at lunch-
time in London, when the British
Bankers’ Association published
Tuesday’s Libor borrowing costs.
Every day, 16 banks report what it
would cost them to borrow at cer-
tain maturities and currencies. The
overnight dollar Libor soared to
6.4375% from 3.10625%, the largest
jump on record. The three-month
dollar Libor rose to 2.876% from
2.816%. One key gauge of concerns
about banks’ health—the difference
between three-month Libor and
market expectations for central-
bank target rates—rose to 1.161 per-
centage points from 1.045 percent-
age points Monday.

Central bankers around the
world made extraordinary efforts to
ease the pain, providing tens of bil-
lions of dollars in added short-term
funds to banks. The European Cen-

tral Bank injected Œ70 billion ($99
billion) in one-day funds into euro-
zone money markets, more than
double its Monday injection of Œ30
billion. The Bank of England offered
£20 billion ($36 billion) in extra two-
day funds, atop Monday’s £5 billion
in extra three-day funds. In recent
days, demand for such central-bank
funds has far exceeded supply.

In the U.S., the Federal Reserve
chose not to lower interest rates to
cushion the economic impact of the
latest financial-market turmoil. Be-
fore the rate decision, though, the
Federal Reserve Bank of New York
did inject $50 billion into the bank-
ing system early Tuesday and later
added another $20 billion.

In another sign of policy makers’
concerns about banks’ access to

cash, the Bank of England is ex-
pected this week to propose a new
permanent emergency-financing fa-
cility for troubled banks. The facil-
ity will likely be designed to allow
the central bank to secretly help
banks, making short-term loans
against collateral that would in-
clude hard-to-sell assets such as
mortgage securities, say traders
and analysts.

The banking industry is also
working to create a separate, pri-
vate borrowing pool, though details
are still being ironed out. Under the
guidance of the New York Federal
Reserve, 10 of the world’s biggest
banks have committed to chip in $7
billion to the fund, dubbed the “Pri-
mary Dealer Liquidity Facility.” Any
of the member banks can borrow as
much as one-third of the total fund.
Banks won’t actually fund the facil-
ity unless one of its 10 members
needs to borrow from it.

More meetings are expected to
take place in coming days. One of
the outstanding goals is to enlist at
least a few more banks to join the fa-
cility, which was originally intended
to have about $100 billion coming
from 15 different lenders.

Another less-pressing issue: A
new name for the emergency fund,
whose current moniker is similar to
the Federal Reserve’s Primary
Dealer Credit Facility. “It’s easily
confused,” said one banker involved
in the talks.

 —Joellen Perry, Jon Hilsenrath
and David Enrich contributed

to this article.
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By Carrick Mollenkamp,

Dana Cimilluca

And Alistair MacDonald

When Barclays PLC President
Robert E. Diamond Jr. proudly an-
nounced the British bank would spon-
sor a new Brooklyn arena for profes-
sional basketball’s Nets last year,
there was a problem: Barclays lacked
a big-league New York business.

Now, Mr. Diamond is about to get
a bank to go with his arena. In the
biggest gamble of his career, at possi-
bly the worst time, Mr. Diamond
Tuesday agreed to buy a major part
of Lehman Brothers Holdings Inc.

Ending a roller-coaster four
days, Barclays agreed to pay $2 bil-
lion to acquire Lehman’s U.S. broker-
dealer unit. The deal came together
a day after Lehman filed for bank-
ruptcy-court protection, and two
days after Mr. Diamond walked
away from negotiations to buy the
entire firm—after failing to win fi-
nancial support from the U.S. Trea-
sury Department. On Tuesday, Mr.
Diamond went floor to floor at Leh-
man’s headquarters in
New York meeting staffers.

Barclays would acquire
a unit that employs
roughly 10,000 people and
specializes in equities and
fixed-income trading,
prime-brokerage services
for hedge funds and invest-
ment-banking services for
the likes of General Elec-
tric Co., Hewlett-Packard
Co. and Verizon Wireless
Inc. Barclays also would be
buying a highly regarded
energy team in Houston
and other desks. Barclays also is buy-
ing Lehman’s headquarters in mid-
town Manhattan. The purchase re-
quires court approval.

A Barclays spokesman and Mr. Di-
amond declined to comment.

Mr. Diamond, the American in-
vestment banker who turned a mid-
dling British bank into a powerful
bond house, and Barclays Chief Execu-
tive John Varley now will need to sell
their shift in strategy to sharehold-
ers. For the past year, they had em-
phasized their interest in expanding
Barclays retail operations and reach
in developing markets like Russia.

As well, the acquisition signals a
major shift for the investment bank
that Mr. Diamond heads, Barclays
Capital, which accounts for a third
of Barclays profit. Mr. Diamond has
built it in the past 12 years by es-
chewing stocks and merger advi-
sory, while making money in the
sales and trading of debt, interest-
rate products and commodities.

For Mr. Diamond, Lehman is a
much bigger boost than the last high-
profile deal Barclays pursued, the
$101 billion acquisition of Dutch titan
ABN Amro Holding NV, the biggest
banking deal ever. While the ABN deal
bid bore the imprint of Mr. Varley, buy-
ing Lehman adds directly to Mr. Dia-
mond’s portfolio. Mr. Diamond would
have gained little scale from the ABN
business, but Lehman considerably in-
creases the operations he oversees,
as well as the risk for him.

Barclays, the U.K.’s third-largest
bank by market value, adds the risks
of Lehman, while facing criticism

from investors and analysts over its
write-downs for securities soured by
the credit crunch. Barclays hasn’t
marked down the value of its holdings
as aggressively as rivals, worrying in-
vestors that it may need to take more
hits in the future. Barclays executives
say the write-downs are appropriate,
because it intends to hold the assets.

In August, the bank reported
write-downs totaling £2.8 billion
($5.05 billion) and first-half net in-
come of £1.17 billion, down 35%
from the same period a year earlier.
It has a low capital ratio, compared
with its peers.

Barclays shares Tuesday fell
2.5%, recovering from earlier de-
clines, to close at 308 pence. Since
Jan. 2, 2007, Barclays has fallen 58%.

While an agreement with Bar-
clayswould be an11th-hour rescue of
Lehman’s U.S. employees, the fate of
Lehman’s employees in London and
elsewhere remains unclear. Some
overseas employees began packing
belongings Monday, then returned
to work Tuesday, hopeful Barclays
might need them. There are increas-
ingquestionsinsideLehman’sopera-
tionsin London aboutwhether client
money in recent days was moved
fromLondon tothe U.S. inaneffortto
shore up the U.S. operation long
enough for Barclays to complete a
deal. A Lehman spokeswoman de-

clined to comment.
Behind some of the ques-

tions—and a great deal of
confusion for Lehman em-
ployees—is the complex
manner of bankruptcy pro-
ceedings. Lehman, the par-
entunit,filedforprotection,
while its U.S. broker re-
mained in business. Four
Lehman units in London
filed for insolvency and are
now being overseen by ac-
counting firm Pricewater-
houseCoopersLLC.Compli-

catingmattersfurther,someLondon
operations, such as the one housing
the merger-advisory arm, are still
technically solvent. An official for
PricewaterhouseCoopers said this
week he didn’t believe there was
enough cash for employees to be
paid, though Tuesday employees
were told they would get paid by the
end of the month from the proceeds
of trades being unwound.

To buy Lehman’s U.S. operations,
Mr. Diamond and the other bankers
working on the deal needed to struc-
ture it creatively to avoid buying any
of Lehman’s $85 billion in bad assets.

The deal would also clarify Mr. Di-
amond’s future at the bank. He has
been mentioned as a potential CEO
candidate at other firms, and, in
March, Mr. Diamond, 57 years old,
said he would be working from both
London and New York, in a move to
the U.S. that was timed with his
youngest son starting college in the
U.S. Mr. Diamond often plays a pub-
lic role for the bank, and he has been
behind the bank’s sponsorship of
major golf events in the U.S. The
spotlight isn’t something his boss,
Mr. Varley, has sought.

Mr. Diamond, who lectured dur-
ing the 1970s at the University of
Connecticut, worked at Morgan
Stanley and Credit Suisse Group be-
fore joining Barclays in 1996. Mr. Dia-
mond did away with the firm’s stock
operations and began building out
fixed-income desks. In recent years,
the unit helped power Barclays’s
growth. More recently, though, it
largely has been responsible for bil-
lions in write-downs.

Diamond of Barclays
makes a career gamble
Purchase of business
from Lehman is bet
on big U.S. presence

Fed leaves U.S. rates unchanged

Robert E.
Diamond Jr.

Lehman Brothers Holdings Inc.,
but the U.S.’s fourth-largest invest-
ment bank ultimately filed for bank-
ruptcy protection. The government,
which put up $29 billion to facilitate
J.P. Morgan Chase & Co.’s purchase
of Bear Stearns Cos. in March, this
time rejected requests for taxpayer
funds to help secure a sale.

At the same time, struggling Mer-
rill Lynch & Co. sold itself to Bank of
America in a rushed weekend trans-
action. The series of moves, com-
bined with fears surrounding insur-
ance giant American International
Group Inc., rocked global financial
markets. U.S. stocks fell sharply
Monday, while some European and
Asian markets declined even more.

The weekend before, top Fed offi-
cials helped coordinate the takeover
of Fannie Mae and Freddie Mac. The
government-chartered firms, which
own or guarantee half of all U.S. mort-
gages, had faced the prospect of curb-
ing lending for home loans at a time
when the housing market continues
to weaken. Now that they are under
direct government control, mort-
gage rates have eased.

The housing turmoil sparked a
global financial crisis in August
2007 when banks, fearing exposure
to other firms with bad mortgage
debt, grew reluctant to lend. The re-
sulting credit crisis forced the Fed
and other central banks to respond
with massive cash injections into fi-
nancial markets and lending pro-
grams to ease strained conditions.

Policy makers initially sought to al-
leviate the credit-market stress by
making it easier for commercial banks

to borrow from the Fed’s discount win-
dow through lower rates. As market
conditions worsened over the course
of a year, the Fed engineered its broad-
est expansion of lending programs
since the Great Depression to prevent
short-term funding crises.

Six months ago, after the down-
fall of Bear Stearns, the central bank
cited “unusual and exigent circum-
stances” to extend its lending to in-
vestment banks and began station-
ing staff inside the largest firms to
monitor their conditions.

Throughout the crisis, Fed offi-
cials have sought to separate their
lending function—keeping markets
operating—from their monetary pol-
icy role of setting interest rates.

Once the Fed lowered its rate tar-

get to 2% in April, officials ques-
tioned whether further easing
would help much. Key consumer
rates, such as mortgages, stopped re-
sponding to Fed cuts because of
overall stress in credit markets.
Some feared that easing policy
would simply spur inflation prob-
lems in the long run.

They also are acutely aware of a
key criticism: The Fed, by pushing
its rate target down to 1% earlier
this decade and keeping it there
with the economy weak, may have
helped fuel an unsustainable hous-
ing boom that caused the current cri-
sis. Fed officials now insist that they
must avoid keeping rates too low for
too long and creating more prob-
lems down the road.

Continued from first page

CRISIS ON WALL STREET

On hold for now
Rates at the Bank of England, 
European Central Bank and 
U.S. Federal Reserve

Sources: European Central Bank; Bank of 
England; Federal Reserve

A trader waits for the Federal Reserve’s 
decision on interest rates. Later Tuesday
afternoon the Fed decided to keep the key
rate unchanged.
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M
EDICAL-prod-
ucts maker
Datascope

Corp. of the U.S.
agreed to be acquired
by Sweden’s Getinge
AB for $827.7 million.

Getinge, a medical-
technology company
operating in the car-

diac- and vascular-surgery markets, will pay $53 a
share, a 7.7% premium to Monday’s closing price of
$49.23 a share. The company has been boosting its
U.S. presence, agreeing last year to buy Boston Sci-
entific Corp.’s cardiac- and vascular-surgery busi-
nesses for $750 million.

Datascope’s shares had already risen 35% this year.
It was the subject of a proxy fight last year over con-
cerns about the board’s leadership.  —Shirleen Dorman

Getinge expands in U.S.
with deal for Datascope

S
WEDISH outdoor ma-
chinery maker Husq-
varna AB Tuesday

warned that its operating in-
come for the third quarter
will be “substantially lower
than in the previous year”
and that it will lay off about
850 employees.

It said it expects operating
income for the third quarter
to fall to about 300 million
Swedish kronor ($44.6 mil-

lion) from 553 million kronor last year.
The company, which makes such landscaping

tools as chainsaws and lawn mowers, said it is suf-
fering from lower sales of its consumer products in
North America and Europe and its products aimed
at the construction industry.

Dell sees more pain; shares reach 10-year low

Miles Young, previously the head of Ogilvy’s Asian operations, becomes its
world-wide CEO as the ad agency struggles to pick up new business.

Can Ogilvy’s Young build on Asia success?
Ad firm’s new chief
plans to harness
world-wide resources

A
DECCO SA, the
world’s largest
staffing company,

Tuesday abandoned its
hostile bid for Michael
Page International PLC,
sending shares in the
U.K. recruitment special-
ist down 24% in late
trading.

Michael Page rejected as too low the Adecco offer,
which valued it at £1.3 billion ($2.34 billion), or 400
pence a share. Switzerland-based Adecco said financial-
market turmoil didn’t influence its decision. Michael
Page, which specializes in white-collar placements,
would have helped boost Adecco’s fledgling high-end-
staffing business. The recruitment sector has seen con-
solidation this year with Randstad Holding NV’s acquisi-
tion of Dutch rival Vedior NV.  —WSJ News Roundup

By Geoffrey A. Fowler

And Suzanne Vranica

Hong Kong

M ILES YOUNG recently won
the top job at Ogilvy Group
because of his strong track

record running the New York-based
ad company’s Asian operations.
Now, the question is: Can he repli-
cate that success in the U.S., a bigger
and tougher market, and one that is
going through wrenching change?

After 13 years heading Ogilvy’s
Asia business, the 53-year-old En-
glishman is packing up his Hong
Kong office and moving to New York
to take the reins of the WPP Group-
owned firm, whose clients include
American Express, International
Business Machines and Unilever.

In the past five years, he doubled
Ogilvy’s Asian revenue to $500 mil-
lion. The firm dominates the increas-
ingly important Chinese market in
terms of the size of staff and overall
reputation. It hires an average 1.2
new permanent employees in China
every day.

“Miles has built the best agency
network in Asia,” says Greg Paull,
the principal of R3, a Beijing-based
consulting firm that advises market-
ers on working with their ad agen-
cies. “But he is going to come into
his new position as a middleweight
rather than a leader,” he says, refer-
ring to Ogilvy’s standing in the U.S.
market, compared with its stronger
position in Asia.

Mr. Young is taking the reins at
Ogilvy at a critical juncture. The ad
business in North America is on the
brink of a recession—spending is ex-
pected to grow a paltry 2% this year,
despite such big-league ad-spend-
ing events as the Beijing Olympics
and the U.S. presidential election.

In the U.S., which still accounts
for most of Ogilvy’s business, reve-
nue has been flat in recent years. Its
success in picking up new business,
considered a key barometer of an ad
agency’s health, has been disap-
pointing. Over the past 18 months,
Ogilvy has come up short in its
pitches for major accounts such as
phone company Sprint Nextel and
retailer Office Depot.

Mr. Young says Ogilvy has al-
ready gone a long way toward fixing
that problem, simply going after
new accounts more aggressively. He
points to the New York office’s re-
cent win of the Stolichnaya vodka ac-

count as a “kind of virility test for
some of the changes that have been
made in the last year.”

Mr. Young is largely an outsider
to the New York-centered ad indus-
try. His high-profile predecessor,

Shelly Lazarus, who serves on the
boards of General Electric and
Merck, is one of the industry’s few
top executives with appeal beyond
Madison Avenue. She plans to stay
on as chairman of Ogilvy.

Filling big shoes won’t be Mr.
Young’s only challenge. Madison Av-
enue has been turned upside down
by the Web. Advertisers’ shift to-
ward more digital-ad spending pre-
sents an enormous challenge for
conventional ad firms, many of
which have built their reputations
on television advertising.

As marketers shift their ad dol-
lars to online, Madison Avenue is
working overtime to catch up. The
big companies are buying up digi-
tal-ad shops and trying to recruit
digitally minded executives to fill
the growing demand for more Web-
focused campaigns.

Ogilvy promoted a top-notch digi-
tal creative executive to the upper ech-
elons of its creative department sev-
eral years ago. Last year it was one of
the first to hire a chief digital officer.

Beyond reassessing the role of
television advertising, ad agencies
also have been forced to become
more versatile, integrating public re-
lations and search and direct mar-
keting into their other offerings.

Mr. Young says he will try to bet-
ter implement the cross-disciplin-
ary approach to marketing services
that was set out by his predecessor,
internally dubbed “360 Degree
Brand Stewardship.”

Mr. Young says he’ll “put a real
premium on creativity,” and invest
in strategic planning, the consulting
service that helps marketers better
understand consumer mind-sets and
market opportunities. “If you have
those two things, those are what cli-
ents really want to pay for,” he says.

He also will try to usher in a less
U.S.-centered view of the market-
place. In search of growth, ad holding
companies like Ogilvy parent WPP
have been buying up ad shops in
emerging markets such as China, In-
dia and Russia. While Ms. Lazarus did
travel, Mr. Young has lived a far-flung
life: He owns a cinnamon plantation
in Sri Lanka and is a major collector
of Asian painting and sculpture.

His Asia and Europe experience
has convinced him that most manage-
ment theories about international
business are wrong. “Global does not
mean the export of vanilla from one
home base around the world. It
means harnessing intelligence from
all sorts of different sources and le-
veraging it into a solution.”

Sweden’s Husqvarna says
income to drop in quarter

7
MEDICAL

By Justin Scheck

Dell Inc. said Tuesday it is see-
ing “further softening” in global de-
mand, an announcement that
pushed the computer maker’s
shares to their lowest level in 10
years.

The company has been under
pressure since announcing quar-
terly earnings late last month that
disappointed investors. While
Dell's revenue showed strong
growth world-wide, the company’s
profit declined 17% from the same
period last year. Dell blamed its
poor profit largely on dropping per-
sonal-computer prices.

In a news release Tuesday, Dell
said it “is seeing further softening

in global end-user demand in the
current quarter.” On Aug. 28, Dell
warned “continued conservatism”
in technology spending in
the U.S. had spread into
parts of Europe and Asia.

Dell gave few addi-
tional details and said the
company “expects to in-
cur costs as it realigns its
business.” Dell is in the
midst of a turnaround ef-
fort that began early last
year, when founder
Michael Dell returned as
chief executive after
three years away from
that position. During Mr. Dell's ab-
sence, the company fell into a
slump, losing its position as the

world's top PC maker to rival
Hewlett-Packard Co. Since return-
ing, Mr. Dell has overhauled Dell's

business, which used to
only sell PCs directly over
the phone or Internet.

Since Mr. Dell's return,
the company has tried to
get away from its reliance
on corporate spending by
developing new consumer
PCs, and selling them in re-
tail stores. Dell is also try-
ing to sell its factories, an
effort to cut costs by mov-
ing production to contract
manufacturers.

Dell’s shares rose after Mr. Dell
came back to the company, closing
at $30.60 on Oct. 31 before a subse-

quent fall and rebound. Inconsis-
tent profits and shrinking margins
have chipped away at investor con-
fidence, with shares losing $1.65 to
hit $16.34 in midday trading Tues-
day on the Nasdaq Stock Market.

Bill Kreher, a securities analyst
with Edward Jones, said he was sur-
prised by the announcement. “The
company’s inconsistent perform-
ance and lack of confidence means
there's a lot of uncertainty in the
turnaround,” he said. Further ques-
tions about Dell have also been
raised by H-P's recent results.

H-P, which is less dependent on
U.S. sales than Dell, has provided
cautious guidance but its com-
ments have not sounded as bearish
as those of Dell.
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Michael Dell
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Adecco abandons its bid
for U.K. staffing specialist
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By Sharon Terlep

And John D. Stoll

In a move designed to bolster
confidence in his company’s long-
term prospects amid a growing cri-
sis, General Motors Corp. Chief Ex-
ecutive Rick Wagoner showed off
a new version of the Chevrolet
Volt electric car Tuesday in De-
troit, saying the vehicle is the sym-
bol of the auto maker’s quest to re-
invent the automobile.

Mr. Wagoner, in a speech to cele-
brate the company’s centennial, in-
dicated that GM is navigating
through a particularly volatile envi-
ronment as it turns 100. “The
world has changed a lot in the last
100 years,” he said. “It has changed
a lot in the last 100 hours.”

Separately, GM unit Opel said it
wants to put an electric car based
on the technology of the Chevrolet
Volt on the European market in
2011. Opel’s managing director,
Hans Demant, made the comments
Tuesday at the subsidiary’s main
Ruesselsheim plant as Mr. Wag-
oner unveiled the Volt in the U.S.

Weakness in the American
economy and a slowing of the glo-
bal auto industry threaten to over-
shadow the message GM is trying
to deliver with its Volt, which is
slated to go on sale in November
2010 and will be able to run largely
on battery power during moderate
commutes. As the U.S. financial
system slips into crisis mode, car
buyers—already pressured by
high gasoline prices and a tough
credit market—may continue to
shy away from buying new cars.

“It’s not a good development,”
Mr. Wagoner said when speaking
to reporters after his speech. “The
issue of confidence is still one
that’s important [and] these kind
of market conditions only add to
the anxiety.”

Mr. Wagoner said he hopes that
slack auto demand has “bottomed
out,” but he declined to speculate
on when a recovery could actually
take place. Earlier Tuesday, GM
lowered its forecast for growth in

the Chinese auto market this year,
providing another potential head-
ache as GM works to grow as fast
as possible in emerging markets.

GM expects demand in China to
spring back to more-robust levels
in 2009. Meanwhile, GM is looking
to “arrest” the declines it is experi-
encing in North America, said
Fritz Henderson, the company’s
chief operating officer, in a presen-
tation before Mr. Wagoner’s
speech.

“This is where the battle will be
won in the future,” Mr. Henderson
said, referring to the U.S. market.
GM first expected the U.S. market,
which hit the skids in 2007, to re-
cover in the first half of 2008. But
a wobbly economy and rising gaso-
line prices appear to have post-
poned a recovery indefinitely.

In an interview with CNBC fol-
lowing his speech, Mr. Wagoner
said the company is banking on a
“significant reduction in oil
prices” to ease concerns of car buy-
ers “hopefully very soon.” Still, he
said “clearly the environment
we’re in with the constant unset-
tling—you know, bankruptcies on
Wall Street or whatever—it’s not a
good sign for the near-term recov-
ery of the economy.”

Growth in emerging markets is
one of the main pillars that Mr.
Wagoner is relying on as he tries

to orchestrate a recovery follow-
ing years of deep financial losses.
He is also banking on the company
taking giant technological leaps in
fuel-efficiency in the coming
years.

He said the auto maker is com-
mitted to addressing energy chal-
lenges via the use of biofuels, hy-
drogen fuel cells and more-effi-
cient gasoline engines. GM will
spend $400 million to $500 mil-
lion developing the Chevrolet Volt
to run on lithium-ion batteries. It
is hoping to leapfrog competitors
such as Toyota Motor Corp. and
Honda Motor Co. when it comes to
offering a vehicle that can run
largely on battery power.

“The Volt is symbolic of what
General Motors stands for today,”
Mr. Wagoner said, “a demonstra-
tion of what we’re capable of do-
ing at GM.”

The auto maker unveiled a con-
cept version of the Volt in early
2007, shortly after it started work-
ing with suppliers to develop a bat-
tery capable of powering a conven-
tional automobile over a vehicle’s
typical lifecycle. Mr. Wagoner said
the highly anticipated production
version—sporting a glass roof and
aerodynamic styling—has been
“completely redesigned” to better
meet customer needs.

GM reintroduces the Volt
Electric car is touted
as symbol of push
to reinvent the auto

Hirst auction exceeds estimate

From left, GM’s CEO Rick Wagoner with Bob Lutz, vice chairman, and Fritz
Henderson, president, in Detroit on Tuesday to unveil the Chevrolet Volt.
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By Kelly Crow

British artist Damien Hirst con-
cluded a two-day auction of his lat-
est work at Sotheby’s in London on
Tuesday by bringing in £41 million
($73.9 million), surpassing the auc-
tion house’s £36 million estimate.
Overall, the novelty of the auction
and the artist’s populist appeal
helped generate total sales of £111.4
million, or $200.8 million.

Of the 167 pieces offered during
a daylong sale of lower-priced paint-
ings and sculptures, the majority
sold near the top of their estimates
and only three failed to find buyers.
A wall-sized mosaic made with blue
and yellow butterfly wings, “As-
cended,” sold for £4 million, four
times its high estimate. A white foal
fitted with a narwhal horn to give
the illusion of being a unicorn, “The
Dream,” sold for £4.1 million, over
its £3 million high estimate. Even
smaller works, such as a 6-inch

square relief covered in cigarette
butts and ash, entitled “Death
Wish,” sold for £153,118, more than
seven times its high estimate.

Other works sold just below or
barely within their estimates, such
as “The Incredible Journey,” a glass
tank featuring a zebra floating in
formaldehyde that sold for £1.9 mil-
lion, below its £2 million low esti-
mate. Midway through the sale, a
pair of glass cabinets lined with gas
masks, “Claustrophobia/Agorapho-
bia,” sold for £433,309, just edging
over its £400,000 low estimate. A
quartet of cows’ heads holding up a
beach ball in another tank, “Togeth-
erness, “ sold for £648,841, within
its £500,000 to £700,000 estimate.

The three works that didn’t sell
included a cage of formaldehyde
barrels, “As the Memories Fade,”
estimated to sell for as much as
£250,000, and two glass boxes that
contained empty desks and office
chairs, each priced to sell for as

much as £600,000.
Bidding seemed strongest for

the artist’s works featuring butter-
flies, perhaps because the artist has
pledged not to make any more of
these works, along with his kaleido-
scope-like “spin” paintings. Toward
the end of the sale, auctioneer Harry
Dalmeny flushed out a few more bid-
ders for a pair of spin paintings by
reminding the crowd, “They’re run-
ning out, ladies and gentlemen.”

Mr. Hirst says he isn’t planning
any other sales, at least for now.

New York dealer Mary Boone
says other artists will likely begin or-
ganizing single-owner auctions
whenever they believe they have
reached their peak price levels in
galleries or want to try expanding
their global audience. But she says
artists also may need Mr. Hirst’s cha-
risma in order to pull it off: “The cir-
cus-like atmosphere of this sale cer-
tainly helped him, but Damien has al-
ways thrived on being over the top.”

BUSINESS REAL ESTATE
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UNITED STATES

UNITED STATES

INVESTMENT PROPERTIES

Las Vegas Offerings
Hospitality:
l 396 unit hotel, $43.5m south strip
l 96 unit hotel, $10.9m just off strip
Multi-Family:
l 272 units, $42.1m 2000 construction
l 182 units, $21.8m 1990 construction
l 336 units, $55m 2007 construction
l 352 units, Price determined by market, 1987 construction
l 346 units, Price to be determined by market, 2006 construction.
The nicest Class A property in Vegas

Commercial:
l 44,963 sf, $6.2m Flex SWmarket
l Class A office park, 5 bldgs for sale, Range $.9m – $1.3m, sizes from 4,200 to 7,200
Land:
l 10 Acres, Industrial, $4.6m, LV Blvd Frontage
l 4+Acres, C-2 zoned, $5.2m, Freeway frontage
l 3.8 Acres, 7 pads fully developed, commercial, $4.25m
l 4+ Acres, commercial, $2.8m, located in major retail corridor
l 7.5 Acres, c-2 / MUD zoned, $8.1m, Southwest market

www.thebentleygroup.com
001-702-855-0440

St. Croix, USVI
LAND OF PARADISE

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

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

LandmarkHotel &Development Site
Famous 1928 Historic Hotel in the heart of
Downtown Phoenix, Arizona, USA.
Next to convention center and sports arenas.
Seven stories, Hol lywood stars, with
penthouse and 134 rooms. Has restaurants,
night club, retail stores, and zoning for an
additional 35 story high-rise tower. Long time
owner deciding to retire at age 84. Price is only
$31,950,000 USD, all cash or with terms.
Principles only. Call (602) 926-8902, or
e-mail to historichotel@gmail.com

FOR SALE
US Government backed
Post Offices. 7% return.
$570,000 to $900,000

For information, send email to
poinfo@hellergroup.com

$ FOR SALE $
2,288 Acres of Investment Grade Farm
Land in Arkansas. Great Income & Hunting.
92% Irrigated. Grain Bins, Pivots, Good
Water. Wells. $2,600 per Acre. Coleman
Properties. O/A. Fin. Available.

Toll Free 877-504-2424.
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Court allows companies to limit drug sales
Europe ruling stems
the flow of medicines
to be resold for profit

Silver lining
The global economic slump
may boost number of
REITs in Europe > Page 28

CORPORATE NEWS

By Charles Forelle

BRUSSELS—European drug com-
panies can limit but not halt supplies
to wholesalers that buy drugs for
sale in countries with low price caps
but then re-export them to higher-
priced markets for profit, Europe’s
highest court ruled Tuesday.

In endorsing even qualified limits
on the supply of drugs to so-called
parallel traders, the European Court
of Justice delivered a partial victory
to GlaxoSmithKline PLC. The
U.K.-based pharmaceuticals giant
has for years been trying to stop trad-
ers from buying its medicines in
Greece, where Glaxo sells to wholesal-
ers at a discount to account for the
country’s low price caps, and resell-
ing the drugs elsewhere in Europe
where regulated prices are higher.

The Greek decision had been
hotly awaited in the drug industry,
which views the gray-market trade
as a threat to profits. The court is
also considering a separate case in-
volving Spanish drug sales.

“Broadly speaking, it is clear that
[Glaxo] can implement a system that
manages their supply and puts some
restrictions on supply in a low-
priced member state,” said David
Hull, an antitrust lawyer at Coving-
ton & Burling whose clients include
drug companies, though not Glaxo.

But the court also tossed aside sig-
nificant pieces of Glaxo’s argument—
namely that consumers don’t enjoy
lower prices from parallel trade—
and left unclear exactly where the
limits should be set, all but ensuring
more litigation.

Both sides claimed success Tues-
day. The ruling “invalidates a series
of empty economic arguments used
by the pharmaceutical industry,” the
trade group for parallel traders said
in a statement.

“We are pleased that the [court]
has confirmed that companies must
be able to take reasonable and pro-
portionate steps to protect their own
commercial interests,” Glaxo’s state-
ment said.

Parallel trade in drugs is espe-
cially prevalent in Europe because of
the way the EU operates. The rules of
the EU’s common market require
that goods can be traded freely be-
tween member states. At the same
time, countries have the authority to
set price caps for medicines, a key
piece of national health plans.

Thus there is money to be made
from buying drugs in low-price-cap
countries—Greece is among the
most attractive—and selling them
elsewhere.

In one instance cited by Glaxo,
the regulated price of the epilepsy
drug Lamictal was 81 European
cents ($1.16) per 100-milligram pill
in Greece, while the German health
fund paid Œ2.16.

The parallel traders who do this
say they act as a necessary check on
the market power of rapacious drug
giants by bringing lower prices to pa-
tients. Drug companies say the
wholesalers are greedily creaming
profits that would otherwise be fun-
neled into research.

Making the matter more com-
plex, EU antitrust law generally for-

bids “dominant” companies—those
with overbearing market share—
from refusing to supply products in
an attempt to squelch competition.

Nearly eight years ago, Glaxo for
several months stopped shipping to
Greek wholesalers who ordered
large volumes of certain drugs—sev-
eral times their normal levels, Glaxo
said. The wholesalers brought
claims in the Greek legal system, al-
leging that Glaxo was violating the
EU antitrust tenets on supply to com-
petitors. An Athens appeals court re-
ferred the question to the Court of
Justice.

Tuesday, the high court said
that completely stopping supply is
unlawful, but that Glaxo could limit
sales to “ordinary” quantities. Ex-
actly what “ordinary” means will
be up to individual countries, the
court said, though it said such a de-
termination must take into account
“requirements of the market” and
“previous business relations” be-
tween the drug company and the
wholesaler.

Ian Forrester, a lawyer at White &
Case who argued the case for Glaxo,
said drug companies gather statis-
tics from national health authorities

and other sources and thus know
how much of a drug is prescribed in a
particular country. “It should not be
at all difficult to determine” what is
ordinary, he said.

Heinz Kobelt, the secretary-gen-
eral of the parallel traders’ trade
group, said Tuesday’s ruling effec-
tively grandfathers existing parallel
trade because it makes “business re-
lations” part of the calculation to de-
termine ordinary levels of supply. If
a wholesaler has historically been ex-
porting drugs, “that is an equally pro-
tected business relationship,” said
Mr. Kobelt.

“Managing risk is an art in itself.”
DAVID HARDING

Managing Director,
Winton Capital Management
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of Chicago Mercantile Exchange Inc. CBOT® and Chicago Board of Trade® are trademarks
of the Board of Trade of the City of Chicago.NewYorkMercantile Exchange and NYMEX®
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David Harding has a perfectly clear picture of risk.Asmanaging
director and a founder of one of London’smost prominent commodity
trading advisors, with $13 billion under management, David relies on
CMEGroup to adjust exposures and fine-tune a portfolio that includes
everything from cattle futures to Eurodollars.With complete price
transparency, liquidity, and central counterparty clearing, CMEGroup
guarantees the soundness of every trade.We’re committed to serving
the needs of market users worldwide, allowing you to manage best
what matters most.
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interest rates, equity indexes, foreign exchange, commodities and
alternative investments. Learn how CME Group can change your
world by visiting www.cmegroup.com/info.
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Europe hopes REITs help foster a recovery
Spain’s plan shows
concern over effects
of housing crisis

REIT solution
As the credit crisis spreads, more European countries are setting up 
real-estate investment trusts to position for a market recovery

Belgium 1995 80% 15

Bulgaria 2004 90% 18

Finland 2009* Not determined To be established

France 2003 85% 47

Germany 2007 90% 2

Italy 2007 85% derived from To be established
real estate rental
or leasing

Lithuania 2007† No requirement To be established

The Netherlands 1969 100% of taxable profit 8

Spain 2009* 90% To be established

Profit distribution
Country Enacted to shareholders Companies

Sources: European Public Real Estate Association; WSJ reporting
Note: all countries except Lithuania and Netherlands require REITs to list.

*Estimate †Proposed

THE PROPERTY REPORT

By William Boston

SPECIAL TO THE WALL STREET JOURNAL

The global economic slump may
end up having one surprising conse-
quence: an increase in the number
of real-estate investment trusts in
Europe.

Consider what is happening in
Spain, whose economy is apparently
being dragged into recession by what
is Europe’s worst housing-sector
slump. A large part of the Spanish
economy depends on the building in-
dustry. That means that the country’s
housing crisis is especially painful.

To provide relief, Prime Minister
José Luis Rodríguez Zapatero told
Parliament on Sept. 10 that the gov-
ernment would provide Œ3 billion
($4.29 billion) in public financing to
ease the housing-sector crisis and
protect construction-industry jobs.
Many Spanish property companies
haven’t been able to sell homes they
have built because of the weakening
economy and lack of credit available
for mortgages.

To attract private capital and in-

crease liquidity in the sector, Mr. Za-
patero said Spain also would create
legislation to allow listed REITs.
Few details have been hammered
out, but it appears that Spain’s
REITs would receive tax breaks and
in exchange be required to distrib-
ute 90% of profits to shareholders.

Mr. Zapatero believes that by pro-
viding a financial shot in the arm
through public funds he can help com-
panies weather the crisis. The sec-
ond step, setting up REITs, is aimed
at preparing the real-estate industry
for the next crisis by creating struc-
tures that attract private investment
and make companies more efficient.

Spain is the most recent example
of a country that has sought to use
investment vehicles such as REITs
to pull the market out of a housing
or broader property crisis. While
REITs got their start in the U.S. in
the 1960s, the number of trusts
there mushroomed after the real-es-
tate crisis of the early 1990s. The
stock-market capitalization of U.S.
REITs has risen to $300 billion from
$90 billion 10 years ago.

A few years ago, when German in-
vestors were withdrawing cash
from Germany’s open-ended real-es-
tate funds, the government re-
sponded by introducing REITs.

“A lot of REIT regimes have been

kick-started by adverse economics,”
says Simon Clark, head of the Euro-
pean real-estate section at the law
firm Linklaters in London. “Eco-
nomic pressure often provides the
force that accelerates the process.”

The number of countries adopt-
ing REIT regimes has been growing
slowly for the past few years. In

France, REIT legislation took effect
in 2003, and now the country has 47
listed REITs. Last year, the U.K., Ger-
many and Italy set up REIT regimes,
though coming at the height of the
property boom made the introduc-
tion more difficult. There are now
20 REITs in the U.K., two in Ger-
many and none in Italy.

The requirements and specifics
of the legislation often vary around
Europe. Like the Spanish govern-
ment, the U.K. saw REITs as a way
to address trouble in residential
real-estate markets. The British
government wanted to help make
housing more affordable. In Ger-
many, however, which has a long
tradition of municipally owned
housing, politicians were skeptical
of allowing private investors into
the market. German REITs are al-
lowed to invest only in residential
properties built after Jan. 1, 2007;
they are otherwise restricted to
commercial property.

That is also an issue in discus-
sions in Finland, which is in the pro-
cess of drafting REIT legislation
and could pass a bill next year. As it
now stands, the Finnish bill would
apply only to residential property,
largely because the government is
loath to pass up the taxes it col-
lects from commercial-property
companies.

Executives at Finnish property
investors such as Citycon Oyj and
Sponda Oyj say the plan to restrict
REITs to residential property is
likely to fail. Investors say a residen-
tial REIT can’t achieve the returns
possible with commercial property
and won’t attract investors.
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Flaps, alarm failure cited
in deadly Spanair jet crash

New-car registrations
in Europe tumble 16%

By Mike Esterl

SOLMS, Germany—Leica Cam-
era AG’s employment dispute with
fired Chief Executive Steven Lee
brings to light the venerable Ger-
man company’s troubles moving
into the digital age.

The quirky company, which
helped pioneer modern photogra-
phy in the early 20th century, stuck
too long with film technology and
now faces mounting losses and sink-
ing sales.

Since 2006, Leica has been con-
trolled by Andreas Kaufmann, a
54-year-old German aristocrat. A
wealthy photography aficionado, he
decided to buy the company to res-
cue it. Mr. Kaufmann imported Mr.
Lee, an aggressive American execu-
tive from Best Buy Co.

As part of a turnaround effort,
Mr. Lee pressed longtime employ-
ees to turn out digital products
more quickly. He also tried to re-
place Leica’s small network of spe-
cialty dealers with Internet sales
and kiosks in upscale resorts.

Mr. Kaufmann eventually fired
Mr. Lee after employees complained
about his management and the com-
pany’s sales slumped. “My mandate
was not to be Mr. Nice
Guy,” says Mr. Lee, 54, who
worked for two decades at
International Business Ma-
chines Corp. before becom-
ing a Best Buy executive.
He recently moved back to
Minneapolis and is suing
Leica for wrongful dis-
missal. A German court
held a hearing in June but
has issued no ruling.

Leica helped pioneer
the 35-millimeter film for-
mat that took photography
out of the studio and into the streets.
The 21st century has been far less
kind to the company. Leica has been
awash in red ink, careening from one
crisis to another. It has churned
through three chief executives since
2005—most recently Mr. Lee.

Leica finds itself on the wrong
side of history after the global mar-
ket share for digital cameras soared
from zero to 90% in about 10 years.
Leica’s annual revenue of about Œ150
million ($215 miillion) is a fraction of
that of rivals such as Japan’s Canon
Inc. or the U.S.’s Eastman Kodak Co.

Mr. Kaufmann isn’t a typical capi-
talist. After helping found Germa-
ny’sGreenpartyin1979,hetaughtfor
15yearsataStuttgartschoolthatfol-
lows the alternative Waldorf model.
In 2004, he took a small stake in Le-
ica, raising it in steps to 96.5%. The
rest of the shares are publicly traded
on the Frankfurt exchange.

He takes a long-term view. “My
family owned a pulp and paper com-
pany for 101 years,” says the soft-spo-
ken Mr. Kaufmann, who now is Lei-
ca’s interim CEO. Mr. Kaufmann, a
German citizen who lives in
Salzburg, Austria, is discreet about
his finances. People close to him esti-
mate he is worth hundreds of mil-
lions of euros and peg his investment
in Leica at more than Œ60 million.

Leica owes much of its fame to
Oskar Barnack, an engineer with
asthma who began wondering a cen-
tury ago whether there wasn’t an
easier way to take photos outdoors
than carrying around the era’s

heavy, bulky cameras. His idea:
build a small camera to house
35-mm cinematic film and enlarge
the negatives back in the studio.

Other companies pursued the
same concept, but Mr. Barnack’s em-
ployer, the optician Ernst Leitz II,
gambled more heavily by authoriz-
ing the production of 1,000 such
cameras in 1925. Leica’s high-qual-
ity, 35-mm models revolutionized

the industry and became
the gold standard for pho-
tographers on the move.

In 1996, as the digital
photography revolution be-
gan, Leica brought its S1 dig-
ital camera to the market.
The S1 packed 75 megapix-
els—several times the reso-
lution of even today’s best
digital cameras—but was
too large and heavy to carry
around and cost about
$30,000. Leica made only
146 of them.

By early 2005, banks called Lei-
ca’s credit lines and the company was
on the verge of bankruptcy. Emer-
gency meetings were hosted that
spring by French fashion house Her-
mès International SCA, which owned
nearly a third of Leica and was the
largest shareholder. Among
those who exchanged busi-
ness cards at the meetings
were Mr. Kaufmann and Mr.
Lee, a fellow Leica fan repre-
senting Best Buy as a poten-
tial investor.

The Minnesota-based
company stayed on the side-
lines, but Mr. Kaufmann be-
came Leica’s majority share-
holder in early 2006. Messrs.
Kaufmann and Lee met in
Florida that spring to discuss
the camera business. That June, Mr.
Kaufmann flew to Minnesota and of-
fered Mr. Lee the CEO job.

Mr. Lee faced immediate prob-
lems as he arrived in Solms, a sleepy
town surrounded by farms about 50
miles north of Frankfurt. An impor-
tant new digital camera, the M8,
had to be retroactively fitted with
an infrared filter to combat color dis-
tortions. Mr. Lee signed 4,000 let-
ters of apologies to customers.

Mr. Lee threw himself into every
detail, insisting on personally ap-
proving expenses above Œ100. He
traveled to Asia to try to strike bet-
ter deals with suppliers of elec-
tronic components.

To broaden the company’s cus-
tomer base, Mr. Lee quickly rolled

out a new line of lenses called Sum-
marit that didn’t match the quality of
Leica’s traditional optics but—at a re-
tail price of around Œ1,000—cost less
than half as much. Mr. Lee also hired
back production and R&D staff that
had left during earlier downsizings.

But sales of the Summarit fared
poorly as bargain hunters opted in-
stead for second-hand Leica lenses
sold by Leica dealers. The pipeline
for other new products, including
cheaper cameras manufactured
with Panasonic, stalled. Mr. Lee also
decided last autumn to boost the
price of the M8, which had sold
strongly since its 2006 launch but
whichhejudgedinsufficientlyprofit-
able. He raised the suggested retail
price to Œ4,800 from Œ4,200.

Customers balked. After Leica’s
overall sales rose sharply in late
2006 and early last year, largely on
M8 sales, they fell 16% to Œ38.2 mil-
lion in the final quarter of 2007
from the year-earlier period.

Managers said Mr. Lee set unreal-
istic targets and reversed course. Af-
ter they told him Leica would be able
to sell 5,500 Summarit lenses, Mr.
Lee ordered a production run of
11,000. Leica sold only 6,000. Mr. Lee
says Leica’s traditional retailers

didn’t make enough effort
to sell the new lenses.

By early 2008, some
managers shared their
grievances with Mr. Kauf-
mann. They accused Mr.
Lee of having belittled
managers, calling them
dumb farmers and other
names during meetings.
In late February, Mr. Kauf-
mann fired Mr. Lee. Em-
ployees say many man-
agers popped champagne

bottles to celebrate.
Mr. Lee acknowledges some

“heated moments” during his ten-
ure and that he occasionally uttered
“insults under my breath” out of
frustration. But he says he never in-
sulted anyone personally.

Mr. Lee’s supporters say he was
exactly what the company needed,
but that he wasn’t heeded. “He had
to hear, ‘That’s not possible,’ over
and over again,’’ says one employee.

Mr. Kaufmann says the fired exec-
utive failed to win the support of
most of Leica’s employees, who, like
other workers in Germany, hold
seats on the supervisory board that
vets management decisions. “Man-
agement’s job is to get them behind
you,” says Mr. Kaufmann.

Suit shines light on Leica
CEO from the U.S.
clashed with culture
of fading photo icon

By Christoph Rauwald

FRANKFURT—European new-
passenger-car registrations fell 16%
in August from a year earlier to
805,839 vehicles as weak consumer
confidence and high fuel prices hurt
demand, the European Automobile
Manufacturers Association said
Tuesday.

Over the first eight months of
the year, new-car registrations—
which mirror sales—were down
3.9% from a year earlier at 10.4 mil-
lion, said the car makers group,
known as ACEA. It noted the figures
were depressed by two fewer work-
ing days this summer across the con-
tinent.

In recent months, auto makers
have felt the pinch from higher
costs for raw materials and sluggish
car sales, especially in the U.S. and
Western Europe, forcing some to re-
vise sales targets or even issue
profit warnings.

In Western Europe, new-car reg-
istrations were down 17% in August
and 4.4% in the first eight months of
the year.

The U.K., Italy and Spain showed
particularly steep declines in Au-
gust. “The British and Spanish mar-
kets are suffering from falling hous-
ing prices and the inflation rate of
4% in Italy has led to buying resis-
tance,” Commerzbank analyst Gre-
gor Claussen said in a note.

The world’s two largest auto
makers by sales, Japan’s Toyota Mo-
tor Corp. and U.S.-based General
Motors Corp., were the worst hit
last month in Europe, with slumps
of 23% and 24%, respectively. GM’s
Opel/Vauxhall brand saw registra-
tions fall 25% in August, while its
Chevrolet brand posted a 19% de-
cline.

For Ford Motor Co., registra-
tions were down 13%, partly be-
cause of a 26% drop at its Swedish
Volvo brand.

French auto maker Renault SA
fared the best of the major auto mak-
ers, with registrations of its cars fall-
ing 5.6% in August as it introduced
new models and benefited from ris-
ing demand for its low-frills Dacia
brand. Peer PSA Peugeot-Citroën
SA saw a 19% drop.

Europe’s biggest auto maker by
sales, Volkswagen AG, saw August
registrations fall 9.5%. Its Audi AG
premium brand and its Czech Skoda
unit posted relatively stable results
for the month: Audi saw a 2% drop,
while Skoda posted a 0.6% decrease.
But the core VW brand saw registra-
tions fall 13% and the Spanish Seat
unit recorded an 18% drop.

Italian auto maker Fiat SpA
showed a 12% decline in August, mit-
igated by a solid result at the core
Fiat brand.

German premium car makers
BMW AG and Daimler AG saw Au-
gust registrations fall 17% and 18%,
respectively, in line with data the
companies released earlier this
month.

Andreas
Kaufmann

Steven Lee

CORPORATE NEWS

Notes: Fiscal year ended March 31      

Source: the company
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Steep drops
Europe’s new-vehicle registrations 
in August

Source: European Automobile 
Manufacturers Association

Volkswagen 186,766 –9.5%

PSA 92,616 –18.7

Renault 72,075 –5.6

GM 71,677 –23.8

Ford 70,779 –12.6

Fiat 55,844 –11.7

Daimler 48,559 –18.2

Toyota 45,472 –23.2

BMW 42,148 –16.7

Hyundai 17,897 –12.4

Change from
year earlierCompany Units

By Andy Pasztor

The pilots of a Spanair passen-
ger jet that crashed on takeoff from
Madrid last month killing 154 peo-
ple failed to extend wing flaps
needed for extra lift, according to a
preliminary report by Spanish inves-
tigators.

The investigators also deter-
mined that before the barely air-
borne McDonnell Douglas MD-82
slammed tail-first into the ground
and burst into a fireball, it suffered
a failure of an audible alarm system
designed to warn pilots of improper
takeoff configuration. Investigators
urged U.S. and European regulators
to require checks of such systems on
other McDonnell Douglas MD-80-se-
ries aircraft before each flight.

The report stopped short of for-
mally determining the probable
cause for Spain’s worst aviation acci-
dent in 25 years, but the language
makes it clear that data and voice re-
corders revealed there was nothing
wrong with the plane’s two engines.
Early press reports and comments
by eyewitnesses focused on engine
problems and a possible fire.

According to the report, the data

recorders didn’t indicate any deploy-
ment of the planes’ flaps, moveable
panels at the rear of each wing de-
signed to provide extra lift during
takeoff. A cockpit crew unaware of
the flap problem likely would set
the wrong takeoff speed and climb
too steeply, according to pilots and
safety experts.

The report said the aircraft
climbed only 12 meters above the
ground before veering off the run-
way and bouncing three times. “The
cockpit-voice recorder registered
no sound from the takeoff warning
system,” investigators said.

Preliminary findings from the
Madrid crash indicate that Span-
air’s procedures require verifying
proper operation of the warning sys-
tem before the first flight of the day.
The system isn’t required to be
checked prior to subsequent flights
unless an entirely new cockpit crew
takes over the aircraft.

A spokesman for Spanair said
the company has submitted its re-
sponses to the draft report; the com-
pany had no further comment at the
moment. The report could be pub-
licly released by the government
later this week.

6 WEDNESDAY, SEPTEMBER 17, 2008 T H E WA L L ST R E ET JOU R NA L .

M
ic

ro
so

ft
 (

le
ft

);
 A

pp
le

By Katherine Boehret

L
AST WEEK in San Fran-
cisco, amid a keynote
from CEO Steve Jobs, en-
tertainment by rocker
Jack Johnson and a blogo-

sphere of buzz, Apple announced a
new version of its iTunes music soft-
ware and some unrevolutionary

new iPods. Mean-
while, the day be-
fore in Redmond,
Wash., with nary
an event or rock-
star solo, Mi-
crosoft’s Zune divi-

sion stated that Zune players in dif-
ferent capacities and colors would be-
come available this week in the U.S.,
along with a Zune software update.

Though these announcements
were made under vastly different
circumstances, a common thread
ran through both: integrated music
discovery. Both of the companies’
new software programs feature
ways for users to get automatically
generated suggestions of music
they might like, so as to expand li-
braries, similar to Pandora Media
Inc.’s popular personalized “radio”
stations. Of course, it doesn’t hurt
that music discovery often encour-
ages users to buy new content.

Apple’s new iPods include a thin-
ner Nano with a built-in accelerome-
ter. The Nanos come in 8- or 16-gi-
gabyte versions for $149 or $199 and
are available in nine colors. A new,
thinner iPod Touch with a built-in
speaker was also announced, and it
comes in 8-, 16- or 32-gigabyte ver-
sions for $229, $299 and $399.

Microsoft’s two new Zune players
come in 16- and 120-gigabyte capaci-
ties for $150 and $250, respectively.
All Zunes have built-in FM tuners and
wireless capability, but the new up-

grade allows users to buy and down-
load songs heard on their Zune’s ra-
dio via Wi-Fi, when available.

The entire Zune ecosystem, in-
cluding devices, software and the
Zune Marketplace store is available
to U.S. customers only. (Microsoft
says it will have news soon on Zune
for Asia and Europe.) Apple’s iPod,
iTunes 8 and Genius are available in
the U.S., Asia and Europe.

While Apple’s iPod has been a
snowballing success for the com-
pany, its companion iTunes soft-
ware is no slouch. To date, 65 million
iTunes store accounts have been set
up on Macs and Windows PCs. But
iTunes has always been weak on mu-
sic discovery and community.

Apple’s iTunes 8 calls its ability
to make smart music recommenda-
tions the “Genius” feature. This tool
can automatically do two things af-
ter analyzing a selected song from
your music library. First, it can gen-
erate a playlist of related songs
from tunes you already own. Sec-
ond, it can generate a list of related
songs you don’t own, but might
want to buy from the iTunes store.

Microsoft’s Zune software dis-
covers and recommends music us-
ing categories called Picks, Chan-

nels and “Mixview.” Mixview gener-
ates recommendations of other art-
ists and albums you might like to
hear, or other Zune users that you
might like to connect with, based on
the artist of the song you’re playing.
It displays these related sugges-
tions in an interactive graphic that
explains how each is linked, such as
whether an artist was influenced by
a band or whether a member of
Zune’s social network likes the al-
bum you’re playing.

After using the music-discovery
software from Apple and Microsoft,
I thought Apple’s Genius tool still
had a lot to learn, though the com-
pany says it will improve over time
as more people start using it. But
though Zune’s software had some
similar issues, it offered recommen-
dations in a richer, more-engaging
manner, encouraging me to keep dig-
ging around and learning more
about my music. Though I didn’t
have as much time to use Zune’s soft-
ware as I did Apple’s Genius, I got
more out of my Zune experience.

To analyze and learn from your
music, Apple scans the contents of
your music library, which may be a
privacy concern for some people.

Apple says that the information it
collects is completely anonymous,
and that it does not and will not as-
sociate this information on its serv-
ers with you or your account.

Some of my Genius playlists
were well-crafted, including songs
that meshed well with one another.
But outliers cropped up, such as
when “Should I Stay or Should I Go”
by The Clash was stuck in the mid-
dle of a list generated from Cold-
play’s gentler ballad, “Green Eyes.”

Songs from artists like The Beat-
les, whose content isn’t sold in
iTunes, won’t generate Genius lists
because Genius only makes sugges-
tions based on what it sells in its
iTunes catalog. Apple says Genius
will soon work with songs beyond
that which is sold through iTunes.

Aside from its inexperience, a
bigger problem is Genius’s inability
to make suggestions on an as-
you-go basis. If you hit Play in
iTunes, a Genius sidebar appears to
offer content related to a selected
song. But as play continues, Genius
suggestions don’t continuously gen-
erate new recommendations per
song; instead, they’re stuck on the

very first song that was selected,
which you might have chosen two
hours ago. This problem completely
defeats the purpose of discovering
new music.

Genius playlists can be made on
a computer or iPod and sync back
and forth. I synced Genius lists on
two iPod Touches, but this didn’t
work in one iPhone test. Apple said
it couldn’t replicate this problem
and hadn’t had other reports of it.

Zune software never scans your
music collection. Instead, it only
knows the number of times you
played a song and how you may
have rated a song.

Zune’s Mixview adds a zing to
the discovery process. It is a kaleido-
scope-like graphic that appears on
the screen when a song, artist, al-
bum or friend’s Zune Card is se-
lected. The selected item is sur-
rounded by eight to 10 squares filled
with graphics and text, each holding
a related song, album, artist or
graphic representation of a Zune lis-
tener who’s considered an “expert”
on a particular selection.

By selecting any related square
in a Mixview, a new Mixview opens
with that selection as its center-
piece. Because users might be ex-
ploring their Mixviews at any given
time, this graphic won’t automati-
cally change when a new song
starts.

Zune Picks and Channels are
more passive ways of discovering
music: Picks are generated for you
in Zune Marketplace according to
your listening habits. Zune Chan-
nels are automatically created
based on listening habits and pat-
terns within the whole service.
These channels sync back to the
Zune software.

Apple’s Genius is a helpful tool
when it comes to quickly making a
playlist, and its iTunes sidebar
might help you find related content.
But the Zune software truly helps
people discover their own music,
that of others and knowledge about
music.

Edited by Walter S. Mossberg

Microsoft is moving in on music discovery
Listeners may learn
more from new Zune
than Apple’s Genius
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By Christina Passariello

PARIS—Gucci Chief Executive
Mark Lee is stepping down, as the
Italian fashion house tries to revive
its financial performance amid the
global economic slowdown.

Mr. Lee, who has headed the fash-
ion brand since 2004, will be suc-
ceeded in January by Patrizio Di
Marco, the head of Italian fashion la-
bel Bottega Veneta, Gucci Group
said in a statement. Both Gucci and
Bottega Veneta are part of the Gucci
Group, which in turn is owned by
French conglomerate PPR SA.

A Gucci Group spokeswoman
said Mr. Lee’s decision to leave was
not related to Gucci’s financial per-

formance. However, executives at
PPR have been concerned about the
company’s slumping share price
and are putting increased pressure
on executives at its various divi-
sions, a person close to PPR manage-
ment said.

While Gucci Group has driven
much of PPR’s share-price momen-
tum over the past four years, slow-
ing sales at the Gucci brand have
taken a shine off the French con-
glomerate’s investment.

Gucci has appeared to be more af-
fected by the global economic slow-
down than many of its rivals, includ-
ing Louis Vuitton and Burberry.
With some Œ2 billion, or about $2.8
billion, a year in sales, the Italian

brand, famous for its “GG” logo has
also struggled to find its sweet spot
recently, vacillating between the
high and low ends of the luxury-
goods universe.

In April, PPR Chief Financial Of-
ficer Jean-Francois Palus said Gucci
would market its lower-priced prod-
ucts—such as canvas bags—more
aggressively to attract consumers
who couldn’t afford its pricier items
such as leather accessories. The
strategic shift came in response to
the first drop in the label’s sales in
several years. Gucci’s first-quarter
revenue slipped 3.3% to Œ513 million
before rebounding 3.8% in the sec-
ond quarter.

Gucci designer Frida Giannini

has also garnered mixed reviews
since Mr. Lee named her creative di-
rector in 2006. Her colorful Flora

collection of bags and accessories
became a bestseller, but her runway
collections have often failed to ig-
nite the imagination of fashion edi-
tors.

In contrast, Bottega Veneta has
shrugged off the slowdown, continu-
ing to post double-digit sales
growth this year. Peddling its wo-
ven leather bags that cost thou-
sands of euros, Mr. Di Marco has po-
sitioned Bottega Veneta as a legiti-
mate competitor to French luxury-
goods house Hermès.

In the statement, Gucci Group
said Mr. Lee, who has been based in
Milan, decided not to renew his con-
tract, which expires at the end of
the year. Mr. Lee said he plans to
“spend more time in New York City.”
Before joining Gucci, Mr. Lee was
chief executive of Yves Saint Lau-
rent, also part of the Gucci Group.

Gucci CEO fashions a departure

Spain’s response
to global slump
Government will allow REITs
to attract capital > Page 28

WSJ.com

GM poses Volt as symbol of its
quest to reinvent the automobile
A slowing of the global industry threatens to
overshadow the company’s message > Page 29

Entrepreneurs
Social-networking sites
pop up for business owners
> WSJ.com/IndependentStreet

Mark Lee, shown here in February,
is leaving as chief executive of Gucci.
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If you like this band…: At left, MixView,
Zune’s music-discovery program. At right, the

‘Genius’ application inside Apple’s iTunes.
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Sanofi outgoing CEO Le Fur
to take half of severance pay

Ciba Holding AG

A major shareholder in Ciba
Holding AG rejected Germany’s
BASF SE’s offer of 50 Swiss francs
($45.08) a share for the ailing Swiss
chemical company as too low. The
rejection by Spanish fund-manager
Bestinver, which owns 13.2% of Ci-
ba’s shares, valued at 424.3 million
francs at current prices, may shake
out more opposition to BASF’s bid
than Golden Peaks, an activist
hedge fund with 1% of the company
that on Monday slammed the offer
price. “They will probably garner
some support for a higher price, but
I assume that BASF will succeed
with the offer at 50 francs a share,”
Zürcher Kantonalbank analyst Mar-
tin Schreiber said. Both BASF and
Ciba declined to comment on Bestin-
ver’s rejection of the offer.

Amgen prospects firmed
by new denosumab data
Study shows drug
rivals top medicines
to treat osteoporosis

Hewlett-Packard Co.
Hewlett-Packard Co. said it will

cut 24,600 jobs as part of its plan to
integrate tech-services giant Elec-
tronic Data Systems Corp., provid-
ing the first details of how extensive
its restructuring will be. The cuts
are intended to “streamline the com-
bined company’s services” busi-
nesses, H-P said in a statement, and
they amount to about 7.5% of the to-
tal combined work force. Before the
$13.25 billion acquisition of EDS,
which was finalized last month, H-P
had 178,000 employees and EDS had
142,000. The staff cuts will be
spread across both companies, H-P
said, with nearly half coming in the
U.S. The company added that it “ex-
pects to replace roughly half of
these positions over the next three
years to create a global work force.”

GLOBAL BUSINESS BRIEFS

Ranbaxy Inc.

The U.S. Food and Drug Adminis-
tration will limit imports and sales
by Ranbaxy Inc., India’s largest drug
maker and one of the worlds largest
manufacturers of generic drugs. On
Tuesday, the FDA issued a warning
and import alert, and it imposed
other sanctions, people briefed on
the agency’s plans said. Ranbaxy
has been under investigation by the
U.S. Justice Department and the
FDA over whether it manufactured
substandard generic drugs in one of
its India plants. Among other issues,
investigators were trying to deter-
mine whether it made weak or adul-
terated HIV drugs that were given to
thousands of AIDS patients in Af-
rica.

Bayer AG

Direvo Biotech acquisition
to boost drug portfolio

German pharmaceuticals and
chemicals company Bayer AG said it
acquired Direvo Biotech AG, a com-
pany that specializes in protein engi-
neering, in a deal valued at Œ210 mil-
lion ($300 million). Bayer said the
transaction would strengthen its
portfolio of biological-based drugs.
Cologne-based Direvo Biotech’s pro-
prietary protein-engineering plat-
form uses technologies for the dis-
covery of biological-based drugs,
Bayer said. The platform has been
successfully applied to a wide range
of proteins, including therapeutic
antibodies and enzymes that will be
added to the drug pipeline of Bayer
Schering Pharma, Bayer said.

CORPORATE NEWS

—Compiled from staff
and wire service reports.

By Thomas Gryta

Amgen Inc. released data that
show its experimental bone drug de-
nosumab is comparable to top os-
teoporosis treatments and will
likely be a major player in a crowded
market.

The study’s success was re-
ported in July but additional details
were released Tuesday. The data
come at a crucial time for the Thou-
sand Oaks, Calif., drug maker be-
cause sales growth of its flagship
anemia drugs evaporated last year
when studies showed a link to a risk
of cardiovascular disease, cancer
progression and death.

Amgen shares were up 3.2% to
$64.18 in Nasdaq Stock Market trad-
ing early Tuesday afternoon. The
move is part of a six-month surge
powered by the stabilization of
sales of the beleaguered anemia
drugs, cost controls and the denos-
umab hope.

The trial of 7,800 post-meno-
pausal women over three years
showed that denosumab reduced by
68% vertebral fractures—a key data
point for potential marketing ap-
proval .

That data exceeds the approxi-
mate 50% reduction commonly seen
in bisphosphonates, the class of
drugs that includes Merck & Co.’s
Fosamax and is close to the 70% re-
duction seen in once-yearly Reclast
from Novartis AG. Fosamax, which
went generic in February, is the most
prescribed osteoporosis treatment.

“Denosumab did everything that
we hoped for,” said Roger Perlmut-
ter, Amgen’s executive vice presi-
dent of research and development.

Amgen as well as physicians
warn that clinical trials, especially
multiyear studies with thousands of
patients, can’t be directly compared.

Side effects in the trials were
comparable to placebo, alleviating
worries that the drug increased the
risk of infections and cancer, as was
seen in some earlier small trials. De-
nosumab is injected under the skin
twice a year.

Denosumab reduced the risk of
hip fractures by 40% and nonverte-
bral fracture risk by 20% during the
36-month period. The hip data are
key because such fractures can be fa-
tal for older women and very expen-
sive to treat.

Amgen is expected to use the
Freedom data to file for marketing
approval later this year. Estimates
of denosumab’s eventual annual
world-wide sales vary widely on
Wall Street, from $1 billion to as
much as $10 billion. Amgen’s 2007
total revenue was $14.8 billion.

The highest estimates include
the drug’s potential use in treating
osteoporosis caused by cancer treat-
ment and in helping prevent the dis-
ease’s spread to the bone.

Now Amgen must face regula-
tory review of the drug by the U.S.
Food and Drug Administration, re-
imbursement determinations from
insurers and the crucial decision
about whether Amgen should find a
marketing partner.

Amgen concedes that denos-
umab is unlikely to unseat generic
Fosamax, which costs just pennies a
day, as the preferred initial therapy.
After proving its effectiveness, deno-
sumab can differentiate itself
through its convenience to patients
who aren’t successful with Fosamax.

Fosamax suffers from poor com-
pliance because, as with all oral bis-
phophenates, patients must be sit-
ting up when they take the pills and
are advised not to eat for two hours
before and 30 minutes after taking
the drug.

Iberdrola SA

Iberdrola SA and Electricité de
France SA reached an out-of-court
settlement in a dispute that arose
this year when EDF expressed an in-
terest in entering the Spanish elec-
tricity market and possibly acquir-
ing Iberdrola. In April, Iberdrola
had filed a complaint with a court in
Bilbao, Spain, saying talk of possible
bids was undermining its business.
The court ordered EDF to clarify its
intentions, which the French utility
did in August, saying it wasn’t inter-
ested in buying a stake in Iberdrola.
In a statement filed with the Span-
ish stock-market regulator Tuesday,
Iberdrola didn’t give any other infor-
mation on its settlement with EDF.
EDF said Tuesday that it “indicated
publicly at the beginning of August
that it doesn’t have the intention of
acquiring” Iberdrola.

Porsche Automobil Holding SE

Porsche Automobil Holding SE
raised its voting stake in Volks-
wagen AG to 35.14%, an increase of
4.89 percentage points that Porsche
said gives it effective control of the
largest European car maker by
sales. The Germany-based sports-
car maker will now have a voting ma-
jority at Volkswagen’s shareholder
meeting, based on the average share-
holder attendance at the company’s
annual general meetings. “It re-
mains our target to raise our Volks-
wagen stake to more than 50%,” Por-
sche Chief Executive Wendelin
Wiedeking said. Porsche spokes-
man Anton Hunger said the sports-
car maker plans to raise its stake to
that level “probably at the end of No-
vember.”

By Ruth Bender

PARIS—French drug maker
Sanofi-Aventis SA’s outgoing chief
executive, Gerard Le Fur, will leave
office with half of the severance pay
to which he was originally entitled,
the company said Tuesday.

Mr. Le Fur—who will be suc-
ceeded by GlaxoSmithKline PLC vet-
eran Chris Viehbacher on Dec.
1—will be paid total severance of
Œ2.7 million ($3.9 million), given his
two years at Sanofi’s helm, the com-
pany said.

“Taking into account the limited
amount of time he held this office,”
the company said, its board de-
cided, with Mr. Le Fur’s consent,
that only half of his termination ben-
efit would be paid.

Mr. Le Fur has agreed to stay
with Sanofi for a 30-month period
starting Dec. 1, earning gross pay of
Œ50,000 a month as an adviser to
top management on scientific is-
sues. He has also agreed not to join
any rivals until Dec. 31, 2010, in ex-
change for additional monthly pay
of Œ100,000.

Sanofi’s incoming CEO, Mr. Vieh-
bacher, will receive annual fixed
compensation of Œ1.2 million, the

company said.
The company announced earlier

this month that Mr. Le Fur—whose
collaboration with Sanofi Chairman
Jean-François Dehecq dates back
more than two decades—would be
succeeded by Mr. Viehbacher, a
move that was warmly welcomed by
investors as a much-needed injec-
tion of fresh blood.

Sanofi shareholders had become
increasingly frustrated with the
company’s 35% drop in stock price
since Mr. Le Fur took the CEO job in
January 2007. When the company
on Sept. 10 confirmed the manage-
ment change, first reported by Dow
Jones Newswires, the stock soared
to its highest level in the past six
months.

Oil company Total SA and con-
sumer-products maker L’Oréal SA,
which together own about 20% of
Sanofi, pressured the drug maker’s
board for a change in management,
a person familiar with the matter
said.

Total Chief Executive Christophe
de Margerie said earlier this month
that the company wants to keep reduc-
ing its stake in Sanofi, but smoothly,
“without making waves.” L’Oreal
couldn’t be reached for comment.
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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.

2.85% 12 World -a % % 228.59 –1.89% –23.2% 4.62% 15 U.S. Select Dividend -b % % 735.33 –0.04% –19.9%

2.84% 12 Stoxx Global 1800 214.10 –0.55% –23.8% 225.85 –1.02% –22.4% 4.02% 15 Infrastructure 1501.00 –0.82% –18.1% 2028.39 –0.93% –16.3%

3.43% 11 Stoxx 600 263.50 –2.64% –28.3% 277.94 –3.11% –27.0% 1.76% 12 Luxury 869.60 0.33% –25.9% 1045.36 0.25% –24.2%

3.52% 11 Stoxx Large 200 283.40 –2.75% –28.3% 297.33 –3.22% –27.0% 1.77% 10 BRIC 50 348.00 –4.10% –25.3% 471.82 –3.87% –23.4%

2.87% 13 Stoxx Mid 200 238.10 –2.15% –27.9% 249.75 –2.62% –26.6% 9.32% 5 Africa 50 872.40 –1.47% –16.0% 785.08 –1.54% –14.2%

3.17% 11 Stoxx Small 200 149.30 –2.04% –29.6% 156.55 –2.51% –28.3% 7.74% 9 GCC 40 839.10 1.92% –11.1% 752.11 1.43% –9.5%

3.41% 10 Euro Stoxx 292.80 –1.83% –28.2% 308.83 –2.30% –26.9% 3.29% 11 Sustainability 853.80 –2.75% –26.6% 1023.32 –2.71% –24.9%

3.51% 10 Euro Stoxx Large 200 312.70 –1.99% –28.8% 327.74 –2.46% –27.5% 2.27% 12 Islamic Market -a % % 1909.26 –1.64% –18.7%

2.88% 13 Euro Stoxx Mid 200 272.40 –1.44% –24.7% 285.41 –1.91% –23.3% 2.59% 12 Islamic Market 100 1712.80 –1.67% –20.3% 2080.92 –1.62% –18.5%

3.02% 12 Euro Stoxx Small 200 164.80 –0.26% –26.8% 172.55 –0.73% –25.4% 6.36% 7 Islamic Turkey -c 2221.00 –2.24% –23.5% % %

7.99% 7 Stoxx Select Dividend 30 1656.60 –2.08% –46.5% 2001.97 –2.55% –45.5% 2.14% 17 Wilshire 5000 % % 12067.22 –0.96% –21.0%

5.40% 7 Euro Stoxx Select Div 30 1952.90 –3.51% –40.1% 2369.19 –3.98% –39.0% % DJ-AIG Commodity 163.80 –2.14% –5.8% 167.99 –2.61% –4.1%

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

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

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

Australia 1.2669 2.2467 1.1280 0.1855 0.0494 0.2158 0.0121 0.3627 1.7894 0.2399 1.1812 ...

 Canada 1.0726 1.9021 0.9550 0.1571 0.0419 0.1827 0.0102 0.3071 1.5150 0.2031 ... 0.8466

 Denmark 5.2806 9.3649 4.7018 0.7733 0.2061 0.8993 0.0503 1.5119 7.4588 ... 4.9234 4.1682

 Euro 0.7080 1.2555 0.6304 0.1037 0.0276 0.1206 0.0067 0.2027 ... 0.1341 0.6601 0.5588

 Israel 3.4927 6.1941 3.1099 0.5115 0.1363 0.5948 0.0333 ... 4.9334 0.6614 3.2564 2.7570

 Japan 104.9750 186.1679 93.4690 15.3730 4.0974 17.8778 ... 30.0555 148.2772 19.8794 97.8742 82.8620

 Norway 5.8718 10.4133 5.2282 0.8599 0.2292 ... 0.0559 1.6812 8.2939 1.1120 5.4746 4.6349

 Russia 25.6200 45.4358 22.8119 3.7519 ... 4.3632 0.2441 7.3353 36.1883 4.8517 23.8870 20.2231

 Sweden 6.8286 12.1101 6.0801 ... 0.2665 1.1629 0.0650 1.9551 9.6453 1.2931 6.3666 5.3901

 Switzerland 1.1231 1.9918 ... 0.1645 0.0438 0.1913 0.0107 0.3216 1.5864 0.2127 1.0471 0.8865

 U.K. 0.5639 ... 0.5021 0.0826 0.0220 0.0960 0.0054 0.1614 0.7965 0.1068 0.5257 0.4451

 U.S. ... 1.7734 0.8904 0.1464 0.0390 0.1703 0.0095 0.2863 1.4125 0.1894 0.9324 0.7894

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.
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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 532.25 –29.75 –5.29% 799.25 258.50
Soybeans (cents/bu.) CBOT 1124.00 –55.00 –4.66 1,636.75 622.00
Wheat (cents/bu.) CBOT 690.00 –37.00 –5.09 1,284.25 430.00
Live cattle (cents/lb.) CME 104.625 –0.700 –0.66 115.325 96.900
Cocoa ($/ton) ICE-US 2,570 –37 –1.42 3,273 1,845
Coffee (cents/lb.) ICE-US 133.40 –5.65 –4.06 178.90 123.40
Sugar (cents/lb.) ICE-US 13.70 –0.18 –1.30 15.85 9.89
Cotton (cents/lb.) ICE-US 60.61 –1.52 –2.45 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,120.00 –120 –5.36 4,200 1,965
Cocoa (pounds/ton) LIFFE 1,496 –14 –0.93 1,706 979
Robusta coffee ($/ton) LIFFE 2,107 –85 –3.88 2,747 1,711

Copper (cents/lb.) COMEX 308.90 –4.75 –1.51 404.50 220.00
Gold ($/troy oz.) COMEX 780.50 –6.50 –0.83 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1051.70 –61.80 –5.55 2,155.00 601.00
Aluminum ($/ton) LME 2,539.50 –30.50 –1.19 3,340.00 2,375.00
Tin ($/ton) LME 18,200.00 –300.00 –1.62 25,450 14,545
Copper ($/ton) LME 6,790.00 –30.00 –0.44 8,811.00 6,335.00
Lead ($/ton) LME 1,780.00 –30.00 –1.66 3,875.00 1,564.00
Zinc ($/ton) LME 1,725.50 –4.50 –0.26 3,169.50 1,638.00
Nickel ($/ton) LME 17,700 –300 –1.67 34,050 17,600

Crude oil ($/bbl.) NYMEX 91.02 –4.67 –4.88 148.47 57.75
Heating oil ($/gal.) NYMEX 2.7342 –0.0725 –2.58 4.2500 1.9895
RBOB gasoline ($/gal.) NYMEX 2.2828 –0.1416 –5.84 3.5475 1.9605
Natural gas ($/mmBtu) NYMEX 7.559 –0.097 –1.27 13.998 4.750
Brent crude ($/bbl.) ICE-EU 95.74 unch. unch. 150.12 54.51
Gas oil ($/ton) ICE-EU 882.00 –17.00 –1.89 1,354.00 686.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 16
Per In

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

Argentina peso-a 4.3699 0.2288 3.0938 0.3232

Brazil real 2.5848 0.3869 1.8300 0.5465
Canada dollar 1.5150 0.6601 1.0726 0.9324

1-mo. forward 1.5151 0.6600 1.0726 0.9323
3-mos. forward 1.5167 0.6593 1.0738 0.9313
6-mos. forward 1.5181 0.6587 1.0748 0.9304

Chile peso 762.04 0.001312 539.50 0.001854
Colombia peso 2966.39 0.0003371 2100.10 0.0004762
Ecuador US dollar-f 1.4125 0.7080 1 1
Mexico peso-a 15.1546 0.0660 10.7290 0.0932
Peru sol 4.2043 0.2379 2.9765 0.3360
Uruguay peso-e 28.886 0.0346 20.450 0.0489
U.S. dollar 1.4125 0.7080 1 1
Venezuela bolivar 3033.06 0.000330 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.7894 0.5588 1.2669 0.7894
China yuan 9.6700 0.1034 6.8461 0.1461
Hong Kong dollar 10.9852 0.0910 7.7771 0.1286
India rupee 66.140 0.0151 46.825 0.0214
Indonesia rupiah 13355 0.0000749 9455 0.0001058
Japan yen 148.28 0.006744 104.98 0.009526

1-mo. forward 147.87 0.006763 104.69 0.009552
3-mos. forward 147.38 0.006785 104.34 0.009584
6-mos. forward 146.67 0.006818 103.84 0.009631

Malaysia ringgit-c 4.8823 0.2048 3.4565 0.2893
New Zealand dollar 2.1530 0.4645 1.5243 0.6561
Pakistan rupee 108.127 0.0092 76.550 0.0131
Philippines peso 66.677 0.0150 47.205 0.0212
Singapore dollar 2.0315 0.4922 1.4383 0.6953
South Korea won 1637.79 0.0006106 1159.50 0.0008624
Taiwan dollar 45.316 0.02207 32.082 0.03117
Thailand baht 48.329 0.02069 34.215 0.02923

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

Euro zone euro 1 1 0.7080 1.4125
1-mo. forward 1.0008 0.9992 0.7085 1.4114
3-mos. forward 1.0042 0.9958 0.7110 1.4066
6-mos. forward 1.0092 0.9909 0.7145 1.3996

Czech Rep. koruna-b 24.030 0.0416 17.013 0.0588
Denmark krone 7.4588 0.1341 5.2806 0.1894
Hungary forint 242.63 0.004122 171.77 0.005822
Malta lira 0.4138 2.4168 0.2929 3.4137
Norway krone 8.2939 0.1206 5.8718 0.1703
Poland zloty 3.3836 0.2955 2.3955 0.4174
Russia ruble-d 36.188 0.02763 25.620 0.03903
Slovak Rep. koruna 30.2699 0.03304 21.4300 0.04666
Sweden krona 9.6453 0.1037 6.8286 0.1464
Switzerland franc 1.5864 0.6304 1.1231 0.8904

1-mo. forward 1.5850 0.6309 1.1221 0.8912
3-mos. forward 1.5838 0.6314 1.1213 0.8918
6-mos. forward 1.5824 0.6319 1.1203 0.8926

Turkey lira 1.7974 0.5564 1.2725 0.7859
U.K. pound 0.7965 1.2555 0.5639 1.7734

1-mo. forward 0.7980 1.2531 0.5650 1.7700
3-mos. forward 0.8018 1.2472 0.5676 1.7617
6-mos. forward 0.8069 1.2393 0.5712 1.7506

MIDDLE EAST/AFRICA
Bahrain dinar 0.5325 1.8778 0.3770 2.6524
Egypt pound-a 7.7320 0.1293 5.4740 0.1827
Israel shekel 4.9334 0.2027 3.4927 0.2863
Jordan dinar 0.9990 1.0010 0.7073 1.4139
Kuwait dinar 0.3785 2.6422 0.2680 3.7320
Lebanon pound 2122.28 0.0004712 1502.50 0.0006656
Saudi Arabia riyal 5.2986 0.1887 3.7513 0.2666
South Africa rand 11.5415 0.0866 8.1710 0.1224
United Arab dirham 5.1881 0.1927 3.6730 0.2723
SDR -f 0.9110 1.0977 0.6449 1.5505

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 600 263.54 –7.14 –2.64% –27.7% –28.3%

 11 DJ Stoxx 50 2658.77 –86.04 –3.13 –27.8% –28.8%

 10 Euro Zone DJ Euro Stoxx 292.82 –5.47 –1.83 –29.4% –28.2%

 10 DJ Euro Stoxx 50 3088.43 –62.74 –1.99 –29.8% –27.6%

 10 Austria ATX 3077.51 –122.31 –3.82 –31.8% –31.0%

 10 Belgium Bel-20 2878.92 –94.09 –3.16 –30.2% –32.7%

 11 Czech Republic PX 1167.6 –69.2 –5.60 –35.7% –33.3%

 13 Denmark OMX Copenhagen 349.96 –5.21 –1.47 –22.0% –23.8%

 10 Finland OMX Helsinki 7526.25 –113.99 –1.49 –35.1% –35.4%

 10 France CAC-40 4087.40 –81.57 –1.96 –27.2% –26.3%

 10 Germany DAX 5965.17 –98.99 –1.63 –26.1% –21.3%

 … Hungary BUX 18602.06 –621.08 –3.23 –29.1% –30.7%

 3 Ireland ISEQ 4050.19 –155.48 –3.70 –41.6% –46.8%

 8 Italy S&P/MIB 26589 –744 –2.72 –31.0% –32.5%

 6 Netherlands AEX 371.20 –13.84 –3.59 –28.0% –30.1%

 8 Norway All-Shares 388.70 –24.37 –5.90 –31.8% –30.1%

 17 Poland WIG 36560.96 –1144.17 –3.03 –34.3% –39.6%

 11 Portugal PSI 20 8103.67 7.30 0.09% –37.8% –31.9%

 … Russia RTSI 1131.12 –146.48 –11.47% –50.6% –41.7%

 10 Spain IBEX 35 10911.5 12.5 0.11% –28.1% –22.3%

 15 Sweden OMX Stockholm 257.45 –5.38 –2.05 –26.8% –32.2%

 13 Switzerland SMI 6732.93 –206.18 –2.97 –20.6% –23.3%

 … Turkey ISE National 100 33736.35 –1345.09 –3.83 –39.3% –33.2%

 10 U.K. FTSE 100 5025.6 –178.6 –3.43 –22.2% –20.0%

 12 ASIA-PACIFIC DJ Asia-Pacific 114.34 –5.10 –4.27 –27.7% –24.7%

 … Australia SPX/ASX 200 4750.8 –66.9 –1.39 –25.1% –23.3%

 … China CBN 600 16022.63 –534.73 –3.23 –61.3% –62.1%

 12 Hong Kong Hang Seng 18300.61 –1052.29 –5.44 –34.2% –25.5%

 15 India Sensex 13518.80 –12.47 –0.09 –33.4% –13.7%

 … Japan Nikkei Stock Average 11609.72 –605.04 –4.95 –24.2% –26.5%

 … Singapore Straits Times 2461.43 –25.12 –1.01 –29.0% –27.9%

 11 South Korea Kospi 1387.75 –90.17 –6.10 –26.9% –24.5%

 13 AMERICAS DJ Americas 307.18 –0.90 –0.29 –18.5% –18.4%

 … Brazil Bovespa 48926.31 509.98 1.05 –23.4% –13.4%

 12 Mexico IPC 24618.15 Closed –16.7% –18.2%

*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 September 15, 2008

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.90% 14 ALL COUNTRY (AC) WORLD* 308.45 –3.59%–23.5% –21.2%

2.90% 14 World (Developed Markets) 1,236.90 –3.60%–22.1% –20.8%

2.60% 15 World ex-EMU 144.08 –3.64%–20.4% –19.9%

2.70% 14 World ex-UK 1,230.40 –3.61%–21.5% –20.0%

3.70% 11 EAFE 1,665.87 –2.33%–26.1% –23.8%

2.70% 12 Emerging Markets (EM) 825.35 –3.52%–33.7% –24.1%

4.20% 10 EUROPE 94.51 –3.49%–25.8% –28.0%

4.30% 10 EMU 195.03 –3.41%–30.3% –25.0%

4.00% 11 Europe ex-UK 103.09 –3.43%–26.1% –26.9%

5.70% 8 Europe Value 106.88 –4.65%–29.5% –33.4%

2.70% 14 Europe Growth 81.29 –2.35%–22.2% –22.4%

3.30% 12 Europe Small Cap 160.53 –2.42%–25.4% –34.1%

2.40% 9 EM Europe 295.95 –4.67%–38.5% –29.7%

4.50% 10 UK 1,545.01 –3.92%–19.6% –18.2%

3.60% 12 Nordic Countries 145.90 –3.24%–29.2% –32.2%

1.60% 8 Russia 837.11 –4.57%–44.3% –30.0%

3.30% 14 South Africa 636.52 –1.82%–10.7% –8.9%

3.50% 13 AC ASIA PACIFIC EX-JAPAN 347.26 –1.91%–34.4% –26.8%

1.90% 15 Japan 741.72 0.00%–21.1% –27.4%

2.30% 15 China 49.43 0.00%–42.1% –33.5%

1.10% 17 India 536.78 –3.71%–37.2% –13.0%

2.20% 10 Korea 407.27 0.00%–21.2% –19.4%

5.30% 12 Taiwan 234.45 –4.07%–29.8% –32.5%

2.10% 18 US BROAD MARKET 1,312.93 –4.62%–17.7% –18.0%

1.50% 35 US Small Cap 1,759.91 –4.23%–11.3% –14.4%

2.50% 12 EM LATIN AMERICA 3,273.90 –7.41%–25.6% –11.1%

*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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S
WISS industrial
production grew
at an unexpect-

edly strong pace in the
second quarter, but
growth rates are ex-
pected to come down
sharply later this year.

Production surged
8.9% from the previ-

ous quarter and 6.1% from the second quarter of
last year, the Swiss Statistics Office said. Both fig-
ures were better than expected.

Economists said production benefited from boom-
ing demand in previous quarters. Bank Sarasin chief
economist Jan Poser said that “despite the positive
picture, it’s clear we’re at the end of the cycle,” not-
ing production surpassed new-order growth, or the
order backlog is shrinking.   —Martin Gelnar

Industrial output soars,
but gains likely won’t last

M
ALAYSIAN opposition
leader Anwar Ibrahim
said Tuesday he has

more than enough pledges of
support from ruling coalition
lawmakers to topple the gov-
ernment and urged the prime
minister to give up power
voluntarily and peacefully.

Mr. Anwar’s claims—his
strongest—signaled he could
be on the verge of nudging
the ruling National Front coa-

lition from power.
Earlier Tuesday, Prime Minister Abdullah Ahmad

Badawi brushed off Mr. Anwar’s claims. “This is An-
war’s mirage,” he said.

Mr. Anwar said he was seeking a meeting with
Mr. Abdullah. —Associated Press

U.K.’s inflation rate hit 4.7% in August

Policy and personality differences led Ukraine’s Yulia Tymoshenko, right, with Czech
Prime Minister Mirek Topolanek, and Viktor Yushchenko to end their coalition.

Ukraine coalition government collapses
‘Orange’ alliance
unravels amid split
over Russian policy

Anwar claims support
to topple government

F
RENCH PRESIDENT
Nicolas Sarkozy said
the international com-

munity must join together to
fight piracy on the high seas,
calling it an “industry of
crime.”

Mr. Sarkozy’s appeal came
after France’s army rescued
two French hostages in a gun-
battle with Somali pirates.
The French leader said that
piracy is no longer an iso-

lated problem but has grown into an industry, and
that pirates are operating farther out to sea.

He said cases of piracy off the coast of Somalia
and in the Gulf of Aden have “literally exploded”
this year. He said Somali pirates are still holding
150 people and at least 15 ships. —Associated Press

By Andrew Osborn

Moscow

U KRAINE’S PRO-WESTERN co-
alition government formally
collapsed, deepening a politi-

cal crisis that has clouded the coun-
try’s prospects of joining the NATO
military alliance.

President Viktor Yushchenko
and Prime Minister Yulia Tymosh-
enko worked together in an “Or-
ange” coalition for nine fractious
months, but their alliance gradually
unraveled, not for the first time, fal-
tering on serious policy and person-
ality differences.

Their failure to patch up differ-
ences after a 10-day cooling-off pe-
riod came as Mr. Yushchenko—
whose supporters have charged Ms.
Tymoshenko with collaborating
with Moscow—accused Russia of
trying to destabilize Ukraine.

“For some of our partners, insta-
bility in Ukraine is like bread and but-
ter,” he said in an Associated Press
interview, suggesting Moscow was
stirring up separatists on the vola-
tile Crimean Peninsula, where Rus-
sia’s Black Sea Fleet is based.

He said Ukraine wouldn’t allow it-
self to be drawn into a war in the way
he said Georgia had last month when
Russian troops responded to a Geor-
gian attack on South Ossetia by occu-
pying large swaths of its territory.

“Will they [Russia] repeat the
Georgian scenario?” he asked. “For
sure, no.”

The political turmoil sets the
stage for a month of intense talks dur-
ing which a new coalition must be
formed. Failing that, the president

has the right but not the obligation to
call parliamentary elections. He has
said he will call the vote, though op-
ponents say he is bluffing, pointing
to his dwindling popular support.

Russia’s war against Georgia in Au-
gust stoked tensions inside the Ukrai-
nian government, driving a wedge be-
tween Mr. Yushchenko and Ms. Ty-
moshenko. Mr. Yushchenko favored
tougher rhetoric and more immedi-
ate action, including against Russia’s
Black Sea Fleet. Ms. Tymoshenko
backed a more cautious approach so
as not to antagonize Russia, a key
trading partner, her supporters say.

Some analysts say both seized
the opportunity of the war to dis-
tance themselves from each other
ahead of a 2010 presidential elec-
tion. The other major candidate is
likely to be Viktor Yanukovych,
leader of the Russia-friendly Party
of the Regions. Ms. Tymoshenko’s
Byut party teamed up with Mr.
Yanukovych’s party this month to
vote for legislation that would seri-
ously diminish presidential powers,
infuriating Mr. Yushchenko, who ac-
cused his onetime ally of staging a
“coup.” He suggested she was behav-
ing like a Kremlin agent. In an inter-

view Tuesday, Hryorii Nemyria, a
deputy prime minister and close Ty-
moshenko ally, called that “absurd.”

The political turmoil appears cer-
tain to further cloud Ukraine’s pros-
pects of joining the North Atlantic
Treaty Organization or of receiving
a Membership Action Plan at an alli-
ance meeting in December, an im-
portant first step.

Ukraine’s chances are already
complicated by the fact it hosts a
Russian naval base and because Rus-
sian officials have made clear Mos-
cow would be strongly opposed to
NATO membership for Ukraine. The
U.S. has been bullish about Ukraine
joining NATO. But France and Ger-
many—and other European mem-
bers dependent on Moscow for en-
ergy supplies—are more cautious,
and often struggle to find a common
position on Russia.

Opinion polls show that less than
one quarter of Ukrainians back join-
ing NATO anyway. Mr. Yuschenko
and Ms. Tymoshenko have both com-
mitted to conducting a national ref-
erendum on the issue.

Russia’s position is that any deci-
sion to join NATO without a referen-
dum would be unethical. “Russia

will accept any decision by the Ukrai-
nian people,” said Sergei Markov, a
lawmaker from the dominant
United Russia Party. “But we won’t
accept anything else.”

Moscow would regard a political
decision to join NATO as “a coup
d’etat,” he said, adding that Russia
wanted closer economic integration
with Ukraine, not its territory.
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ECONOMY & POLITICS

By Natasha Brereton

LONDON—Britain’sannualrateof
inflation hit a 16-year high of 4.7% in
August, more thandouble theBankof
England’s 2% target, requiring the
central bank’s governor to explain
publicly why prices are rising so fast.

In a letter to the Chancellor of
the Exchequer, Bank of England Gov.
Mervyn King said inflation is likely
to peak soon at around 5%, but said
the bank’s rate-setting Monetary
Policy Committee, or MPC, is com-
mitted to bringing inflation back to
target in the “medium term,” or in
the next couple of years. The infla-
tion rate was 4.4% in July.

“CPI inflation is likely to remain
markedly above the target until well
into 2009, particularly if the recent
depreciation of sterling is sus-
tained,” Mr. King said.

“I continue to expect, therefore,

that I will be writing further open
letters to you over the next year,” he
said. The governor is required to
write an open letter to the Chancel-

lor of the Exchequer for every three
months that the inflation rate re-
mains above 3%.

Mr. King said he saw evidence
from surveys and in financial mar-
kets that inflation expectations had
risen, at least in the near term. The
MPC fears that if workers expect in-
flation to stay high, they will seek
higher wages, and set off a second
round of price increases.

But he said the MPC will ensure
that the current period of elevated
inflation remains temporary, and
said the committee was “firmer” in
its belief that a period of muted eco-
nomic growth was necessary to
damp price and wage pressures and
bring inflation back to target.

However, he also noted that the
committee was also aware that the
continuing slowdown in activity—if
severe—could result in inflation fall-
ing below target in the medium term.

Mr.Kingmadenoattempttoguess
at the damage that renewed turmoil
in international financial markets
will inflict on an already stagnant
U.K.economy.He said theMPCwould
examine the latest developments, in-
cluding those in the financial mar-
kets, to assess how the balance of
risksisshiftingatitsfuturemeetings.

The governor said he expected in-
flation to slow “sharply” in 2009,
reaching its target “thereafter.”

The relatively hawkish nature of
the governor’s comments suggested
that a cut in rates to 4.75% in Novem-
ber from the current 5%, which
many economists expect, isn’t a fore-
gone conclusion. The MPC next
meets in early October.

In his reply to Mr. King, Chancellor
of the Exchequer Alistair Darling said
that the government would continue
to support the MPC in its forward-
looking monetary-policy stance.
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Rising inflation
U.K.’s consumer-price index,
year-to-year percentage change

Source: Office for National Statistics, U.K.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 35.40 $29.88 –0.08 –0.27%
Alcoa AA 23.90 26.50 –0.43 –1.60%
AmExpress AXP 26.20 36.07 0.59 1.66%
AmIntlGp AIG 1108.20 3.75 –1.01 –21.22%
BankAm BAC 165.70 29.55 3.00 11.30%
Boeing BA 7.90 61.72 –0.53 –0.85%
Caterpillar CAT 9.40 64.73 1.52 2.40%
Chevron CVX 19.30 81.86 1.77 2.21%
Citigroup C 244.00 15.75 0.51 3.35%
CocaCola KO 14.90 54.85 0.10 0.18%
Disney DIS 17.40 32.51 0.15 0.46%
DuPont DD 10.30 46.27 1.53 3.42%
ExxonMobil XOM 37.50 76.43 3.18 4.34%
GenElec GE 165.40 25.06 0.46 1.87%
GenMotor GM 37.40 10.84 –0.60 –5.24%
HewlettPk HPQ 50.30 48.41 3.08 6.79%
HomeDpt HD 40.70 27.58 –0.92 –3.23%
Intel INTC 95.50 19.48 0.12 0.62%
IBM IBM 12.40 116.05 0.86 0.75%
JPMorgChas JPM 85.70 40.74 3.74 10.11%
JohnsJohns JNJ 21.70 69.80 0.19 0.27%
McDonalds MCD 14.80 64.29 0.57 0.89%
Merck MRK 19.80 32.28 –0.44 –1.34%
Microsoft MSFT 102.00 25.99 –0.83 –3.09%
Pfizer PFE 70.00 17.81 –0.24 –1.33%
ProctGamb PG 19.80 72.00 –0.14 –0.19%
3M MMM 8.20 69.73 0.85 1.23%
UnitedTech UTX 9.00 63.11 –0.01 –0.02%
Verizon VZ 24.00 32.84 –0.40 –1.20%
WalMart WMT 31.20 62.14 0.51 0.83%

Dow Jones Industrial AverageP/E: nil
LAST: 11059.02 s 141.51, or 1.30%

YEAR TO DATE: t 2,205.80, or 16.6%

OVER 52 WEEKS t 2,680.37, or 19.5%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Asia’s deals: Bank revenue rankings, Asia (ex Japan)
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

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

Citi $114 4.4% 43% 12% 39% 6%

Credit Suisse 107 4.1% 54% 2% 31% 13%

Merrill Lynch 91 3.5% 54% 5% 40% 1%

UBS 88 3.4% 53% 9% 38% …%

JPMorgan 86 3.3% 42% 13% 43% 2%

Morgan Stanley 85 3.3% 55% 5% 40% …%

Goldman Sachs 68 2.6% 52% 3% 44% 1%

Deutsche Bank 68 2.6% 71% 11% 15% 3%

HSBC 62 2.4% 5% 47% 4% 43%

Source: Dealogic

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

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

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

Fed Rep Germany 9 1 1 2 C de Aho Vlncia Castlln Alicnte Bcaja 608 65 86 158

French Rep 13 1 2 1 Nielsen 711 78 100 105

Kdom Belgium 23 2 1 3 Grohe Hldg  969 78 76 13

Utd Kdom Gt Britn & Nthn Irlnd 23 3 5 6 Kaupthing banki  871 97 132 168

Rep Portugal 43 3 4 6 Seat Pagine Gialle  1121 100 146 188

Hellenic Rep 56 3 4 5 Dexia Cr Loc 340 108 130 146

Kdom Spain 43 3 4 5 Landsbanki Is  650 109 179 198

Societe Television Francaise 1 82 4 8 14 Glitnir banki 1002 114 158 239

Rep Italy 46 4 4 5 M real  1370 115 135 –155

Imperial Chem Inds 26 5 5 9 Ineos Gp Hldgs  1395 123 162 155

Source: Markit Group

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

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

France Telecom France Fixed Line Telecom $73.9 20.03 4.22% –11.4% –17.1%

SAP Germany Software 69.7 39.60 3.80 –4.0 10.7

Lloyds TSB Grp U.K. Banks 28.0 2.80 2.19 –46.2 –40.7

Deutsche Telekom Germany Mobile Telecom 67.2 10.91 0.28 –20.9 –28.2

Banco Santander Spain Banks 93.4 10.58 0.19 –18.3 2.1

HBOS U.K. Banks $17.0 1.82 –21.72% –78.3 –78.7

UBS Switzerland Banks 43.5 16.64 –17.21 –69.9 –65.8

Fortis Netherlands Banks 23.1 7.43 –10.93 –65.1 –63.1

Royal Bk of Scot U.K. Banks 55.5 1.89 –10.17 –57.1 –57.6

ING Groep Netherlands Life Insurance 57.4 18.25 –8.75 –39.3 –24.9

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

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

Telefonica S.A. 113.8 16.88 0.18% –12.0% 25.6%
Spain (Fixed Line Telecom)
Koninklijke Philips Elec 31.7 20.70 0.17 –32.4 –8.2
Netherlands (Consumer Electronics)
Banco Bilbao Viz 57.4 10.84 0.09 –32.8 –22.6
Spain (Banks)
Unilever 49.8 20.56 –0.10 –8.7 4.0
Netherlands (Food Products)
Diageo 51.4 10.23 –0.20 –4.4 24.8
U.K. (Distillers & Vintners)
Novartis 141.1 59.90 –0.50 –7.4 –5.3
Switzerland (Pharmaceuticals)
Daimler 52.6 38.64 –0.67 –41.4 –7.9
Germany (Automobiles)
Assicurazioni Gen 42.3 21.26 –0.79 –28.9 –10.7
Italy (Full Line Insurance)
Nestle S.A. 171.5 48.98 –0.89 –6.4 33.1
Switzerland (Food Products)
L.M. Ericsson Tel B 29.8 68.60 –1.58 –47.9 –50.1
Sweden (Telecom Equipment)
E.ON 99.2 35.11 –1.71 –16.3 41.1
Germany (Multiutilities)
HSBC Hldgs 178.9 8.40 –1.73 –6.3 –6.6
U.K. (Banks)
Nokia 76.0 14.16 –1.80 –44.0 4.1
Finland (Telecom Equipment)
GlaxoSmithKline 125.0 12.06 –1.95 –8.5 –12.9
U.K. (Pharmaceuticals)
Tesco 49.9 3.59 –2.45 –16.6 14.4
U.K. (Food Retailers & Wholesalers)
Barclays 43.6 3.08 –2.53 –47.9 –44.8
U.K. (Banks)
GDF Suez 109.1 35.24 –2.53 2.4 30.3
France (Multiutilities)
Astrazeneca 63.1 24.41 –2.55 3.4 –6.3
U.K. (Pharmaceuticals)
Total S.A. 143.1 42.23 –2.71 –25.6 –23.2
France (Integrated Oil & Gas)
BT Grp 25.3 1.70 –2.80 –46.1 –23.7
U.K. (Fixed Line Telecom)

AXA S.A. 57.6 19.77 –2.90% –31.3% –10.0%
France (Full Line Insurance)
Vodafone Grp 131.3 1.27 –2.91 –23.7 –15.4
U.K. (Mobile Telecom)
BASF 47.0 35.16 –2.98 –25.9 16.5
Germany (Commodity Chemicals)
BNP Paribas S.A. 74.3 58.09 –3.05 –21.7 –3.2
France (Banks)
Sanofi-Aventis S.A. 89.4 48.16 –3.06 –21.0 –28.1
France (Pharmaceuticals)
Siemens 85.8 66.46 –3.08 –24.9 3.5
Germany (Electronic Equipment)
Roche Hldg Part. Cert. 113.3 181.00 –3.10 –12.4 –1.4
Switzerland (Pharmaceuticals)
BP 175.1 4.76 –3.15 –16.7 –28.0
U.K. (Integrated Oil & Gas)
ArcelorMittal 88.2 43.10 –3.30 –12.7 ...
Luxembourg (Iron & Steel)
BHP Billiton 55.1 13.76 –4.51 –10.1 59.8
U.K. (General Mining)
Deutsche Bk 38.8 51.74 –4.57 –42.7 –32.7
Germany (Banks)
Credit Suisse Grp 49.4 47.18 –4.69 –38.5 –18.3
Switzerland (Banks)
Soc. Generale 46.1 55.97 –4.72 –47.3 –34.5
France (Banks)
Banca Intesa 60.4 3.61 –4.75 –33.2 –8.5
Italy (Banks)
ENI 107.2 18.95 –4.82 –25.6 –23.9
Italy (Integrated Oil & Gas)
UniCredit 64.9 3.44 –4.97 –41.9 –27.2
Italy (Banks)
Royal Dutch Shll 101.0 20.16 –5.33 –31.3 –26.1
U.K. (Integrated Oil & Gas)
Allianz SE 62.6 98.06 –5.61 –35.4 –7.7
Germany (Full Line Insurance)
Anglo Amer 53.8 22.58 –6.27 –21.9 39.1
U.K. (General Mining)
Rio Tinto 73.6 38.72 –7.68 3.8 79.8
U.K. (General Mining)

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 -0.76% -2.40% -5.0% -10.7% -10.2%
Merger Arbitrage -3.15% -3.16% -3.5% -2.1% 0.0%
Event Driven -1.53% -3.36% -7.3% -5.1% -4.9%
Distressed Securities -1.52% -2.22% -6.2% -9.5% -11.2%
Equity Market Neutral 0.00% -0.82% -3.7% -3.5% -1.8%
Equity Long/Short -0.48% -2.52% -7.8% -6.0% 1.6%

*Estimates as of 09/15/08, 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: 9/1 1.25 101.63% 0.02% 1.45 0.64 0.94

Eur. High Volatility: 9/1 2.35 101.00 0.03 2.56 1.23 1.75

Europe Crossover: 9/1 6.00 101.71 0.07 6.25 4.00 5.09

Asia ex-Japan IG: 9/1 1.67 103.45 0.03 2.10 0.85 1.38

Japan: 9/1 1.36 103.75 0.02 1.76 0.65 1.14

 Note: Data as of September 15

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Iraq voter sign-up falls short

U.S. has detainee doubts
Yemen is pressured
on handling release
from Guantanamo

Asia inflation forecast
is revised up through ’09

By Zahid Hussain

ISLAMABAD, Pakistan—On the
eve of a meeting with the top U.S.
military commander, Pakistan
upped the ante in the standoff over
U.S. troop incursions, saying its sol-
diers had orders to fire on American
troops if they entered from Afghani-
stan on raids.

U.S. military officials including
Adm. Mike Mullen, chairman of the
Joint Chiefs of Staff, were scheduled
to meet with Pakistan’s top brass
Wednesday in an effort to defuse ten-
sion between the two allies that has
flared after a cross-border raid by
U.S. Special Operations forces and
an increase in drone-launched mis-
sile strikes against suspected mili-
tant sanctuaries inside Pakistan.

A Pakistani military spokesman
said Tuesday that the nation’s
troops have been ordered to open
fire if U.S. soldiers in Afghanistan
launch another raid inside Pakistan,
raising the prospect of a clash be-
tween Pakistani and U.S. forces on
the border. Pakistani military offi-
cials have repeatedly emphasized
that they consider such incursions

by U.S. troops—which President
George W. Bush permitted by secret
orders in July—to be violations of
territorial sovereignty.

“No incursion will be tolerated
anymore,” said Maj. Gen. Athar Ab-
bas, chief military spokesman.

The prospect of the two
allies fighting each other as
they hunt down Islamist
militants still appears re-
mote, given the Pakistani
government’s desire to re-
ceive billions of dollars in
aid from the U.S. But the re-
peated warnings against
U.S. raids reflect the anger
felt among Pakistan’s se-
nior ranks that Washington
is overstepping the bounds
with a close ally.

Adm. Mullen will meet with Paki-
stan Army Chief of Staff Gen. Ashfaq
Kayani and other civil and military
leaders during his one-day visit. A
spokesman at the U.S. Embassy in Is-
lamabad said that for security rea-
sons he couldn’t confirm or deny
that Adm. Mullen would be visiting.
Pakistani military officials said the
meeting could help calm the situa-

tion. The last meeting between Gen.
Kayani and Adm. Mullen took place
aboard a U.S. ship Aug. 26.

Since then, the U.S. has stepped
up missile attacks from Predator
drones, while Special Operations
forces made their first cross-border

raid from Afghanistan
Sept. 3. Pakistani military
authorities contend that
the U.S. attacks, and the ci-
vilian casualties they
cause, drive people into
the arms of the militants.

Drones continued to fly
over the North Waziristan
tribal region Tuesday,
though they didn’t fire any
missiles. There have been
more than 10 missile attacks
since Aug. 20, almost all of

them targeting suspected sanctuar-
ies of Taliban militant commanders.

“The U.S. is now targeting the
Taliban commanders whom it be-
lieves are spearheading the insur-
gency against the coalition forces in
Afghanistan,” said Talat Masood, a
retired Pakistani general and de-
fense analyst. “These commanders
also have links with al Qaeda.”

Pakistan issues threat over raids

By Mariam Fam

SANA’A, Yemen—U.S. Defense
Secretary Robert Gates—and both
presidential candidates—have said
they want to shut down the Guantan-
amo Bay detention facility. Before
that happens they will need to over-
come U.S. concerns that members
of the biggest block of terrorism sus-
pects there, Yemeni nationals,
won’t be properly monitored if they
are sent home.

In a visit to Yemen over the week-
end, U.S. Assistant Secretary of De-
fense Michael Vickers discussed co-
operation with the Yemeni govern-
ment to establish a “facility” to re-
ceive released detainees, ac-
cording to a news release
on the Web site of the U.S.
Embassy in Sana’a.

Since the prison was es-
tablished in 2002, more
than 500 detainees have
been released, but only
about a dozen Yemenis have
been let go because U.S. offi-
cials have been wary about
what they might do next.
About 100 Yemenis are cur-
rently detained at the U.S.
installation in Cuba, out of
about 255 inmates. Some Yemenis
are among a group of detainees who
have already been cleared for re-
lease.

The U.S. returns detainees
“when we are satisfied that the re-
ceiving country will both take ade-
quate steps to prevent the individ-
ual from returning to the fight and
will treat him humanely,” said Navy
Cmdr. J.D. Gordon, a Pentagon
spokesman. “We have had concerns
that the Yemeni [authorities] won’t
take the appropriate steps to miti-
gate the threats the detainees pose
to the international community,” he
said. Cmdr. Gordon added in a subse-
quent email that the Pentagon was
“optimistic” about reaching an

agreement with Yemen on return-
ing detainees.

A rehabilitation scheme in Saudi
Arabia, which includes religious re-
education and psychological coun-
seling, has won U.S. praise. More
than 100 Saudis have been sent
home so far.

Mohammed Albasha, a spokes-
man for the Yemeni Embassy in
Washington, said in recent days the
Yemeni and U.S. sides have made
progress toward an agreement on a
rehabilitation program. The Penta-
gon said “constructive dialogue” is
continuing.

The U.S. has been demanding Ye-
men lock up or keep under close sur-
veillance some of the Yemenis that
Washington returns home, accord-
ing to Yemeni Foreign Minister Abu-
Bakr al-Qirbi. Mr. al-Qirbi said re-
turnees will be put on trial if there is
evidence that warrants it.

The impoverished country is
seen by many as a fertile
ground for militancy, and
al Qaeda is active here. Ye-
men’s government has
sought to stamp out mili-
tants and declared itself a
U.S. ally in the war on ter-
rorism. The U.S. Embassy’s
Web posting said Mr. Vick-
ers praised some recent Ye-
meni counterterrorism op-
erations but said more mea-
sures were needed to “deny
safe-haven in Yemen for in-
ternational terrorists.”

Washington is seeking the extra-
dition of two men wanted in the U.S.
on terrorism charges, but Yemen
has refused.

Some of the Yemenis at Guantan-
amo could eventually be tried in
front of military tribunals. In Guan-
tanamo’s first such trial, Salim Ham-
dan, a Yemeni who was Osama bin
Laden’s driver, was convicted of pro-
viding material support for terror-
ism and sentenced in August to 66
months in prison. With time served
taken into account, his sentence
will be up in January.

A U.S. Supreme Court ruling in
June gave Guantanamo inmates the
right to challenge their detention in
federal courts, putting more pres-

sure on U.S. officials to come up
with solid cases against inmates or
move them out. “The U.S. should
not continue to warehouse…men
from Yemen, simply because it
doesn’t fully trust [the country’s]
government,” said Jennifer Daskal,
senior counterterrorism counsel
for Human Rights Watch.

U.S. and Yemeni officials say
they have been discussing a possi-
ble Yemeni rehabilitation program.
A Yemeni cleric and judge tried a
similar idea from 2002-05 with mili-
tants in Yemeni jails. Hamoud Al-Hi-
tar, now the country’s minister of en-
dowment and guidance, used the Qu-
ran, sayings of the Prophet Moham-
med and the Yemeni constitution to
try to convince inmates that a radi-
cal, violence-espousing understand-
ing of Islam was wrong. “Jihad in Is-
lam is there for defense and not for
offensive attacks” he said he rea-
soned with them. He said more than
360 militants were released after go-
ing through the program, but said
he doesn’t follow up with all of them
on “a regular basis.”

U.S. officials met with Mr. Al-Hi-
tar in July as part of discussions
about how Yemen might handle
Guantanamo prisoners if they are re-
patriated. Yemeni officials said they
could incorporate Mr. Al-Hitar’s pro-
gram, which was touted by Yemen
as a success, into a larger rehabilita-
tion scheme.

Source: Asian Development Outlook 2008 Update

Inflation forecasts 
The Asian Development Bank 
revised its inflation rate forecasts 
for 2008 sharply upwards
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By Karen Lane

SINGAPORE—The Asian Develop-
ment Bank has sharply raised its fore-
cast for inflation across developing
Asia this year and next, warning that
rising prices may be out of control in
some countries.

That is likely to hurt growth in the
region, which the ADB now expects to
be slower through next year than it
had forecast in April.

Inflation in the Manila-based mul-
tilateral development bank’s 44
Asian member countries is likely to
average 7.8% this year and 6% in 2009,
according to the Asian Development
Outlook 2008 Update. That is a big
jump from the April forecast of 5.1%
and 4.6%, respectively, and sharply
higher than the 4.3% logged last year.

“Although central banks have be-
gun to tighten monetary policy, some
may have let the inflation genie out of
the bottle by doing too little, too late,
since interest rates in most countries
are still lower than inflation,” the
ADB said Tuesday.

Rising prices and weakness in ma-
jor global economies will also weigh
on the developing Asian economy,
which the ADB now expects to expand
7.5% this year, down a shade from its
previous forecast of 7.6%, and to grow
7.2% next year. In April, it forecast
7.8% growth next year. The region’s
economy grew 9% in 2007.

“The downside risks to develop-
ing Asia’s growth prospects are now
more apparent than in April. Global
conditions are more volatile—the fi-

nancial crisis has not yet fully run its
course,” it said.

Asia has suffered from the
subprime crisis largely through a
drop-off in demand for its exports.

“The risks of a second Asian crisis
have abated, but not disappeared,”
the ADB said. It warned that a sharp
deterioration in the subprime crisis
could reverse capital flows to Asia.
Asia’s economies suffered heavily in
1997-98 in large part because of the
fallout from structural weaknesses in
the region’s financial systems.

—Jackie Cheung in Hong Kong
contributed to this article.

By Gina Chon

And Zaineb Naji

BAGHDAD—As Iraq’s Parliament
haggles over an election law, elec-
tion-commission officials say they
are disappointed by low voter regis-
tration ahead of provincial polling
that could take place later this year.

Last month, only 2.9 million out
of 17 million eligible voters went to
election centers during a registra-
tion drive, according to election-
commission figures. That was after
officials extended their deadline by
a week. Meanwhile, just 100,000 of
Iraq’s more than two million inter-
nally displaced population applied
for absentee ballots.

Iraqis who voted in the last elec-

tion didn’t need to re-register if
their personal details hadn’t
changed. So, the low rate won’t nec-
essarily translate into low turnout.

Participation in the drive was
seen as a gauge of voter excitement
amid an improvement in security
across the country. To encourage
voting, Iraq’s revered Shiite cleric
Grand Ayatollah Ali al-Sistani urged
Iraqis to participate in the drive.

“It’s very disappointing,” said
Faraj al-Haidari, the head of Iraq’s
election commission.

The apathy coincides with criti-
cism of the government for failing
to take advantage of security gains
to improve basic services. Unem-
ployment is rampant, and there is lit-
tle evidence of promised reconstruc-
tion in many areas.

By Matthew Dalton

The European Union’s new envi-
ronmental law could affect some
chemical makers’ sales, according
to Innovest Strategic Value Advi-
sors, a firm that advises funds on
the environmental liabilities of
their investments.

Ciba Specialty Chemicals Corp.,
BASF SE, Lanxess AG, Clariant AG,
Bayer AG and Dow Chemical Co. are
the companies most at risk from the
law, known as Reach, according to
an Innovest report to be released
Wednesday.

Innovest based its estimate on a
list that environmental groups
planned to release Wednesday, de-
tailing about 270 chemicals they say
should be on a regulatory watch list.

The European Chemicals Agency,
which must implement the law, has
yet to decide the list. Once it has, it
then has to decide under what cir-
cumstances it will allow manufactur-
ers to use the chemicals, and might
ban the use of some chemicals.

If the chemicals agency aggres-
sively limits uses of authorized
chemicals, Innovest estimates that
nearly 30% of Ciba’s annual sales
would be affected. The figure is
about 26% of sales for Lanxess and
BASF, 24% for Clariant, 22% for
Bayer and 18% for Dow Chemical.

The report analyzed 73 chemical
companies and identified 11 with 2%
or more of their sales at risk. The es-
timates are based on the amount of
dangerous chemicals a company
sells into European markets.

Law could hurt chemical makers
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PF (LUX)-Digital Comm-Pca OT EQ LUX 09/12 USD 100.31 –26.6 –19.7 2.1
PF (LUX)-East Eu-Pca EU EQ LUX 09/12 EUR 318.54 –38.0 –27.2 –6.4
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 09/15 USD 144.33 –37.5 –28.9 1.4
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/15 USD 473.96 –35.4 –27.3 1.2
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/12 EUR 107.98 –20.9 –21.8 –5.3
PF (LUX)-EUR Bds-Pca EU BD LUX 09/12 EUR 361.76 0.1 –0.9 –0.8
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/12 EUR 284.09 0.1 –0.9 –0.8
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/12 EUR 129.73 –1.1 –1.3 –1.0
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/12 EUR 94.57 –1.1 –1.3 –1.0
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/12 EUR 133.43 –6.8 –6.6 –3.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/12 EUR 86.30 –6.8 –6.6 –3.6
PF (LUX)-EUR Liq-Pca EU MM LUX 09/12 EUR 133.56 2.8 3.9 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/12 EUR 99.77 2.8 3.9 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/12 EUR 450.34 –26.1 –28.2 –8.3
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/12 EUR 143.16 –22.3 –26.3 –9.3
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/12 USD 201.38 0.4 4.9 5.6
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/12 USD 143.58 0.4 4.9 5.6
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 09/12 USD 19.21 –21.0 –19.4 –4.1
PF (LUX)-Gr China-Pca AS EQ LUX 09/12 USD 282.92 –33.9 –27.5 11.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/15 USD 284.25 –46.4 –26.5 3.7
PF (LUX)-Jap Index-Pca JP EQ LUX 09/12 JPY 11303.85 –20.4 –22.5 –12.3
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/12 JPY 10549.61 –21.3 –26.9 –16.6
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/12 JPY 10317.07 –21.6 –27.3 –17.1
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/12 JPY 5546.92 –19.5 –22.2 –16.9
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/12 USD 231.71 –27.4 –20.7 6.7
PF (LUX)-Piclife-Pca CH BA LUX 09/12 CHF 787.59 –7.3 –8.7 –2.3
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/12 EUR 63.57 –17.3 –21.1 –5.8
PF (LUX)-Rus Eq-Pca EE EQ LUX 09/12 USD 61.31 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 09/12 USD 92.90 –16.7 –17.7 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/12 EUR 484.45 –21.5 –26.9 –4.7
PF (LUX)-US Eq-Ica US EQ LUX 09/12 USD 115.19 –10.5 –7.9 2.9
PF (LUX)-USA Index-Pca US EQ LUX 09/12 USD 99.83 –13.9 –13.8 –0.6
PF (LUX)-USD Bds-Pca US BD LUX 09/12 USD 489.09 3.6 6.6 5.8
PF (LUX)-USD Bds-Pdi US BD LUX 09/12 USD 369.52 3.6 6.6 5.8
PF (LUX)-USD Liq-Pca US MM LUX 09/12 USD 129.60 2.0 3.3 4.1
PF (LUX)-USD Liq-Pdi US MM LUX 09/12 USD 87.37 2.0 3.3 4.1
PF (LUX)-Water-Pca GL EQ LUX 09/12 EUR 133.70 –14.4 –13.5 0.1
PF (LUX)-WldGovBds-Pca GL BD LUX 09/12 USD 148.90 1.2 5.1 5.5
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/12 USD 126.00 1.1 5.0 5.5
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 09/12 USD 73.64 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 09/12 USD 11.52 –20.4 –19.6 –4.7
Japan Fund USD JP EQ IRL 09/16 USD 14.38 –14.6 –16.8 –9.5

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 07/31 USD 112.19 –1.8 5.8 5.0
Europn Forager USD B OT OT CYM 07/31 USD 192.93 –6.0 –9.3 8.2
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 07/31 USD 306.36 11.5 20.0 22.9
UK Fund USD A OT OT CYM 07/31 USD 164.76 3.6 0.5 5.0

n PT CIPTADANA ASSET MANAGEMENT
Tel: 521-3479 Fax: 521-3478 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 09/10 USD 91.52 NS –13.9 5.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/15 EUR 754.16 –23.4 –24.3 NS
Core Eurozone Eq B EU EQ IRL 09/12 EUR 892.76 NS NS NS
Euro Fixed Income A EU BD IRL 09/12 EUR 1199.68 –3.9 –5.4 –3.1
Euro Fixed Income B EU BD IRL 09/12 EUR 1270.79 –3.5 –4.8 –2.5
Euro Small Cap A EU EQ IRL 09/12 EUR 1326.93 –24.6 –32.3 –12.8
Euro Small Cap B EU EQ IRL 09/12 EUR 1410.35 –24.3 –31.9 –12.3

Eurozone Agg Eq A EU EQ IRL 09/15 EUR 690.00 –27.9 –28.8 NS
Eurozone Agg Eq B EU EQ IRL 09/15 EUR 984.12 –27.6 –28.4 –9.8
Glbl Bd (EuroHdg) A GL BD IRL 09/12 EUR 1279.33 –1.1 –0.9 0.1
Glbl Bd (EuroHdg) B GL BD IRL 09/12 EUR 1346.14 –0.7 –0.3 0.7
Glbl Bd A EU BD IRL 09/12 EUR 1017.61 0.9 –2.1 –2.7
Glbl Bd B EU BD IRL 09/12 EUR 1075.07 1.4 –1.5 –2.1
Glbl Real Estate A OT EQ IRL 09/12 USD 1088.12 –14.4 –18.2 –5.2
Glbl Real Estate B OT EQ IRL 09/12 USD 1113.16 –14.0 –17.7 –4.7
Glbl Real Estate EH-A OT EQ IRL 09/12 EUR 1022.59 –12.8 –18.1 –7.3
Glbl Real Estate SH-B OT EQ IRL 09/12 GBP 97.04 –11.6 –16.3 –5.4
Glbl Strategic Yield A EU BD IRL 09/12 EUR 1456.40 –2.5 –1.8 1.0
Glbl Strategic Yield B EU BD IRL 09/12 EUR 1546.37 –2.1 –1.2 1.7
Japan Equity A JP EQ IRL 09/15 JPY 13891.00 –25.3 –29.7 –16.5
Japan Equity B JP EQ IRL 09/15 JPY 14691.00 –25.0 –29.3 –16.0
Multi St Cash Plus EH-A GL EQ IRL 09/12 EUR 1030.54 1.8 NS NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/15 USD 1780.29 –32.7 –28.3 0.3
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/15 USD 1884.95 –32.4 –27.9 0.9
Pan European Eq A EU EQ IRL 09/12 EUR 1041.12 –23.4 –25.5 –8.8
Pan European Eq B EU EQ IRL 09/12 EUR 1102.55 –23.1 –25.0 –8.2
US Equity A US EQ IRL 09/12 USD 980.00 –15.5 –13.4 0.1
US Equity B US EQ IRL 09/12 USD 1041.20 –15.2 –12.9 0.7
US Small Cap A US EQ IRL 09/15 USD 1426.83 –16.9 –17.4 –2.8
US Small Cap B US EQ IRL 09/15 USD 1516.83 –16.6 –16.9 –2.2

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 09/15 SEK 82.21 –29.5 –31.9 –13.9
Choice Japan Fd JP EQ LUX 09/12 JPY 61.95 –21.6 –25.1 –16.5
Choice Jpn Chance/Risk JP EQ LUX 09/16 JPY 62.04 –30.7 –32.8 –17.6
Choice NthAmChance/Risk US EQ LUX 09/16 USD 4.20 –19.7 –15.3 –3.7
Europe 2 Fd EU EQ LUX 09/16 EUR 0.97 –32.8 –34.2 –13.7
Europe 3 Fd EU EQ LUX 09/16 GBP 3.42 –27.2 –23.7 –5.9
Global Chance/Risk Fd GL EQ LUX 09/15 EUR 0.64 –19.0 –22.9 –10.0
Global Fd GL EQ LUX 09/16 USD 2.22 –24.8 –23.8 –6.0
Intl Mixed Fd -C- NO BA LUX 09/16 USD 27.47 –17.5 –15.5 –2.0
Intl Mixed Fd -D- NO BA LUX 09/16 USD 19.39 –17.5 –15.5 –0.7
Wireless Fd OT EQ LUX 09/15 EUR 0.13 –29.3 –30.7 –8.7

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 09/15 USD 6.05 –33.5 –30.0 –1.0
Currency Alpha EUR -IC- OT OT LUX 09/16 EUR 10.69 4.6 4.0 NS
Currency Alpha EUR -RC- OT OT LUX 09/16 EUR 10.64 4.2 3.5 NS
Currency Alpha SEK -ID- OT OT LUX 09/16 SEK 103.57 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 09/16 SEK 102.57 NS NS NS
Generation Fd 80 OT OT LUX 09/16 SEK 7.74 –18.1 NS NS
Nordic Focus EUR NO EQ LUX 09/16 EUR 73.95 –25.2 NS NS
Nordic Focus NOK NO EQ LUX 09/16 NOK 76.13 NS NS NS
Nordic Focus SEK NO EQ LUX 09/16 SEK 75.92 –23.7 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 09/15 USD 1.09 –33.2 –29.4 0.8
Choice North America Eq. Fd US EQ LUX 09/16 USD 1.88 –22.7 –21.0 –6.8
Ethical Global Fd GL EQ LUX 09/16 USD 0.82 –25.7 –25.7 –7.8
Ethical Sweden Fd NO EQ LUX 09/16 SEK 35.43 –20.5 –25.5 –5.9
Europe Fd EU EQ LUX 09/16 USD 2.31 –34.9 –32.4 –0.2
Global Equity Fd GL EQ LUX 09/16 USD 1.44 –23.7 –22.9 –4.4
Index Linked Bd Fd SEK OT BD LUX 09/16 SEK 12.98 3.9 5.6 3.7
Medical Fd OT EQ LUX 09/16 USD 3.41 –11.5 –7.7 –2.0
Short Medium Bd Fd SEK NO MM LUX 09/16 SEK 9.07 2.1 3.1 2.9
Technology Fd OT EQ LUX 09/16 USD 2.12 –25.5 –21.2 –4.5
World Fd GL EQ LUX 09/16 USD 2.13 –20.3 –19.7 2.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 09/16 EUR 1.27 1.9 2.5 2.6
Short Bond Fd SEK NO MM LUX 09/16 SEK 21.38 1.9 2.9 2.8
Short Bond Fd USD US MM LUX 09/16 USD 2.49 1.3 2.7 3.5

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/15 SEK 10.40 1.8 2.2 1.9
Alpha Bond Fd SEK -B- NO BD LUX 09/15 SEK 9.33 1.8 2.2 1.9
Alpha Bond Fd SEK -C- NO BD LUX 09/16 SEK 26.08 1.8 2.2 1.8
Alpha Bond Fd SEK -D- NO BD LUX 09/16 SEK 8.69 1.8 2.1 1.8

Alpha Short Bd SEK -A- NO MM LUX 09/15 SEK 10.77 2.5 3.6 3.1
Alpha Short Bd SEK -B- NO MM LUX 09/15 SEK 10.10 2.5 3.6 3.1
Alpha Short Bd SEK -C- NO MM LUX 09/16 SEK 21.08 2.4 3.4 3.0
Alpha Short Bd SEK -D- NO MM LUX 09/16 SEK 8.76 2.4 3.4 3.0
Bond Fd EUR -C- EU BD LUX 09/16 EUR 1.25 2.8 2.5 1.4
Bond Fd EUR -D- EU BD LUX 09/16 EUR 0.50 2.8 2.5 1.4
Bond Fd SEK -C- NO BD LUX 09/16 SEK 38.87 2.9 3.4 2.3
Bond Fd SEK -D- NO BD LUX 09/16 SEK 11.66 1.7 2.2 1.7
Corp. Bond Fd EUR -C- EU BD LUX 09/16 EUR 1.14 –2.8 –3.0 –1.8
Corp. Bond Fd EUR -D- EU BD LUX 09/15 EUR 0.90 –1.9 –2.9 –1.6
Corp. Bond Fd SEK -C- NO BD LUX 09/16 SEK 11.84 –1.9 –1.8 –0.7
Corp. Bond Fd SEK -D- NO BD LUX 09/16 SEK 9.30 –1.7 –1.6 –0.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/16 EUR 98.82 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/16 EUR 98.69 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 09/16 SEK 102.97 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/16 SEK 951.25 NS NS NS
Flexible Bond Fd -C- NO BD LUX 09/16 SEK 20.26 2.7 3.5 2.8
Flexible Bond Fd -D- NO BD LUX 09/16 SEK 11.47 2.7 3.5 2.8

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 09/16 SEK 95.52 –10.1 –8.5 –3.9
Global Hedge I SEK -D- OT OT LUX 09/16 SEK 87.29 –12.7 –11.1 –5.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/15 USD 2.20 –34.0 –23.3 5.5

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/16 SEK 21.26 –36.4 –40.9 –10.2
Europe Chance/Risk Fd EU EQ LUX 09/16 EUR 1112.75 –34.6 –35.7 –14.8

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 09/12 USD 17.74 –46.4 –41.2 8.9
Eq. Pacific A AS EQ LUX 09/15 USD 8.85 –36.1 –29.7 4.2

n SGAM Fund
Bonds CHF A CH BD LUX 09/15 CHF 26.72 2.4 1.3 –0.1
Bonds ConvEurope A EU BD LUX 09/15 EUR 30.74 5.8 8.7 9.5
Bonds Eur Corp A EU BD LUX 09/15 EUR 21.31 –2.9 –3.1 –1.7
Bonds Eur Hi Yld A EU BD LUX 09/12 EUR 19.23 –9.3 –9.3 –4.4
Bonds EURO A EU BD LUX 09/15 EUR 37.54 1.6 1.9 0.9
Bonds Europe A EU BD LUX 09/12 EUR 36.05 0.8 0.1 0.5
Bonds US MtgBkSec A US BD LUX 09/15 USD 23.11 –8.4 –6.6 –0.9
Bonds US OppsCoreplus A US BD LUX 09/15 USD 32.29 2.6 5.5 5.2
Bonds World A GL BD LUX 09/12 USD 37.50 0.9 5.0 6.5
Eq. ConcentratedEuropeA EU EQ LUX 09/15 EUR 29.23 –27.6 –28.1 –12.2
Eq. Eastern Europe A EU EQ LUX 09/15 EUR 26.82 –39.1 –33.6 –9.2
Eq. Equities Global Energy OT EQ LUX 09/15 USD 20.03 –20.5 –11.4 9.7
Eq. Euroland A EU EQ LUX 09/15 EUR 12.31 –28.8 –28.7 –10.9
Eq. Euroland MidCapA EU EQ LUX 09/15 EUR 21.36 –26.3 –31.1 –12.0
Eq. EurolandCyclclsA EU EQ LUX 09/15 EUR 18.96 –25.2 –22.9 –2.6
Eq. EurolandFinancialA OT EQ LUX 09/15 EUR 12.96 –30.4 –31.6 –18.7
Eq. Glbl Emg Cty A GL EQ LUX 09/15 USD 8.49 –37.2 –29.0 –0.6
Eq. Global A GL EQ LUX 09/15 USD 28.40 –25.8 –26.0 –8.0
Eq. Global Technol A OT EQ LUX 09/15 USD 5.39 –24.0 –28.4 –9.8
Eq. Gold Mines A OT EQ LUX 09/15 USD 18.85 –37.1 –28.3 –9.3
Eq. Japan A JP EQ LUX 09/12 JPY 990.92 –25.2 –26.8 –16.9
Eq. Japan Sm Cap A JP EQ LUX 09/12 JPY 1126.63 –33.9 –33.8 –33.8
Eq. Japan Target A JP EQ LUX 09/12 JPY 1812.89 –10.5 –18.1 –11.1
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 09/15 GBP 12.34 –27.7 –30.7 –13.4
Eq. US ConcenCore A US EQ LUX 09/12 USD 22.21 –17.3 –13.3 –0.9
Eq. US Lg Cap Gr A US EQ LUX 09/15 USD 16.38 –18.6 –14.4 –3.1
Eq. US Mid Cap A US EQ LUX 09/15 USD 29.03 –25.8 –21.3 –0.2
Eq. US Multi Strg A US EQ LUX 09/15 USD 23.38 –18.8 –18.5 –5.9
Eq. US Rel Val A US EQ LUX 09/15 USD 22.91 –20.0 –24.4 –10.2
Eq. US Sm Cap Val A US EQ LUX 09/15 USD 21.28 –14.7 –20.4 –7.6
Eq. US Value Opp A US EQ LUX 09/15 USD 20.18 –20.8 –25.1 –13.2
Money Market EURO A EU MM LUX 09/15 EUR 26.80 3.1 4.3 3.9
Money Market USD A US MM LUX 09/15 USD 15.64 2.1 3.6 4.3

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 08/15 USD 12.54 –15.2 18.4 18.6
UAE Blue Chip Fund Acc AS EQ ARE 08/28 AED 10.39 –10.9 24.6 11.7

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 09/16 EEK 168.04 –37.3 –43.1 –17.7
New Europe Small Cap EUR EE EQ EST 09/16 EEK 89.79 –35.6 –41.0 –14.7
Second Wave EUR EE EQ EST 09/16 EEK 189.55 –31.0 –33.0 –1.3

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 09/16 JPY 10947.00 –34.7 –40.7 –23.4
YMR-N Japan Fund JP EQ IRL 09/16 JPY 12369.00 –28.9 –36.1 –17.3
YMR-N Low Price Fund JP EQ IRL 09/16 JPY 15992.00 –29.9 –34.7 –19.8
YMR-N Small Cap Fund JP EQ IRL 09/16 JPY 7666.00 –38.1 –44.5 –28.0
Yuki Mizuho Gen Jpn III JP EQ IRL 09/16 JPY 6060.00 –34.8 –38.4 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 09/16 JPY 6408.00 –34.0 –40.0 –24.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/16 JPY 8474.00 –32.4 –36.8 –22.0
Yuki Mizuho Jpn Gen JP EQ IRL 09/16 JPY 10488.00 –31.7 –39.4 –20.0
Yuki Mizuho Jpn Gro JP EQ IRL 09/16 JPY 7769.00 –37.0 –42.2 –24.6
Yuki Mizuho Jpn Inc JP EQ IRL 09/16 JPY 10114.00 –22.8 –31.2 –14.5
Yuki Mizuho Jpn Lg Cap AS EQ IRL 09/16 JPY 6528.00 –30.8 –35.7 NS
Yuki Mizuho Jpn LowP JP EQ IRL 09/16 JPY 13187.00 –27.2 –28.5 –18.1
Yuki Mizuho Jpn PGth JP EQ IRL 09/16 JPY 10255.00 –37.5 –41.0 –22.8
Yuki Mizuho Jpn SmCp JP EQ IRL 09/16 JPY 7635.00 –39.7 –44.4 –26.6
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/16 JPY 6620.00 –29.6 –35.2 –19.6
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/16 JPY 3329.00 –41.7 –45.9 –39.9

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 09/16 JPY 5955.00 –32.7 –36.6 –20.2
Yuki 77 General JP EQ IRL 09/16 JPY 7856.00 –31.6 –37.2 –19.6
Yuki 77 Growth JP EQ IRL 09/16 JPY 8232.00 –32.9 –39.2 –22.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/16 JPY 8152.00 –30.0 –38.2 –21.4
Yuki Chugoku Jpn Gro JP EQ IRL 09/16 JPY 6693.00 –33.7 –36.6 –19.2
Yuki Chugoku Jpn Inc JP EQ IRL 09/16 JPY 6887.00 –20.7 –26.5 –14.2
Yuki Chugoku JpnLowP JP EQ IRL 09/16 JPY 9539.00 –26.8 –30.1 –16.1
Yuki Chugoku JpnPurGth JP EQ IRL 09/16 JPY 6015.00 –31.3 –37.6 –21.6

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/16 JPY 8932.00 –30.5 –37.1 –20.4

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/16 JPY 6048.00 –31.4 –36.6 –18.8
Yuki Hokuyo Jpn Gro JP EQ IRL 09/12 JPY 5411.00 –32.7 –37.8 –22.9
Yuki Hokuyo Jpn Inc JP EQ IRL 09/16 JPY 6822.00 –19.1 –26.1 –14.5

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/16 JPY 6416.00 –33.9 –39.8 –21.6
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 09/16 JPY 6028.00 –32.5 –37.0 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/16 JPY 6731.00 –29.7 –39.5 –19.8
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 08/29 USD 65.87 –78.2 NS NS

788 China Smaller Cap OT OT CYM 08/29 USD 59.68 NS NS NS

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

788 Japan Fund Ltd OT OT CYM 08/29 USD 66.28 –46.4 NS NS

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 07/31 USD 50.46 –23.4 –19.2 –3.8

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 09/10 USD 1028.47 –2.9 1.2 NS

AJR International B US EQ VGB 09/12 USD 172.52 –2.9 1.9 NS

Cambrian Asia Ltd. AS EQ VGB 09/10 JPY 7264.00 –25.6 NS NS

Cambrian Europe Ltd. EU EQ VGB 09/10 EUR 86.04 –17.8 NS NS

Cambrian Fund Ltd. A US EQ VGB 09/10 USD 696.30 –19.3 NS NS

Cambrian Fund Ltd. B US EQ VGB 09/10 USD 169.87 –19.3 NS NS

Rodinia Fund Ltd US EQ VGB 09/10 USD 128.55 –10.8 –9.4 NS

n CAPITAL MANAGEMENT ADVISORS
Phone Number: +1 441 295 59 29
CMA Dynamic OT OT BHS 08/29 USD 1565.70 –4.0 –3.3 3.5

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 1347.49 –3.8 –2.2 2.9

CMA MultHdge Growth OT OT CYM 08/29 USD 1977.14 0.1 1.1 5.1

CMA MultiHdge Lvrgd OT OT CYM 07/31 USD 1351.35 –5.4 –9.6 4.4

n CARLO SCEVOLA & PARTNERS
Tel +44 (0) 20 7419 5671
www.rescgf.com
Resolute Capital Gth Fd OT OT VGB 08/29 USD 1225.83 9.1 15.8 10.7

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 07/31 EUR 124.32 –4.0 –2.6 5.0

D'Auriol Opp F3 EUR EU MM CYM 07/31 EUR 1283.41 –6.3 –6.7 2.3

n HARMONY CAPITAL
email: juliane@harmonycapital.co.uk Tel: + 44 207 290 6630
Harmony Cap Ltd A USD OT OT BMU 07/31 USD 2166.98 –7.2 –10.5 2.0
Harmony Cap Ltd B EUR OT OT BMU 07/31 EUR 2090.49 –6.9 –10.5 1.1
Harmony Cap Ltd D USD OT OT BMU 07/31 USD 1243.91 –7.5 –10.9 1.5
Harmony Cap Ltd E EUR OT OT BMU 07/31 USD 1204.29 –7.0 –10.9 0.7
Harmony Cap Ltd F GBP OT OT BMU 07/31 GBP 1050.88 –6.4 –9.5 NS

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 09/12 USD 1117.19 –37.3 –23.6 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 07/31 GBP 1.55 –4.7 –5.5 3.7
Euro Absolute EUR OT OT GGY 07/31 EUR 2.17 –5.3 –6.9 1.9

Global Absolute OT OT GGY 07/31 GBP 1.10 –1.8 1.9 7.6
Global Absolute USD OT OT GGY 07/31 USD 2.04 –2.6 0.5 7.1

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 07/31 USD 145.34 –1.0 2.4 9.2
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 09/11 EUR 254.10 –0.1 0.8 3.6
Integrated Dir Trading EUR OT OT CYM 07/31 EUR 108.70 6.1 15.7 9.7
Integrated Emg Markets EUR OT OT CYM 07/31 EUR 93.33 –11.2 –9.2 1.7
Integrated European EUR OT OT CYM 07/31 EUR 156.00 5.0 1.4 5.6
Integrated Event Driven EUR OT OT CYM 07/31 EUR 102.10 –4.8 –3.7 6.5
Integrated Lg/Sh Sel F EUR OT OT CYM 07/31 EUR 96.57 –3.4 –2.6 6.7
Integrated MultSt B EUR OT OT VGB 07/31 EUR 136.37 –2.3 0.2 4.8
Integrated Relative Value EUR OT OT CYM 07/31 EUR 99.31 –1.1 –0.6 4.1

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
KBL SPOP Investing OT OT LUX 07/31 EUR 2113.30 –4.1 –1.5 6.9
KBL SPOP Investing OT OT LUX 07/31 USD 2037.11 –4.5 –1.4 8.0
KBL SPOP Long/Short Eq OT OT LUX 07/31 USD 566.47 –14.5 –7.1 NS
KBL SPOP Long/Short Eq OT OT LUX 07/31 EUR 561.58 –13.7 –6.8 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 09/12 USD 455.71 –45.2 –40.8 –28.1
Antanta MidCap Fund EE EQ AND 09/12 USD 1052.18 –41.9 –33.1 –5.2
Meriden Opps Fund GL OT AND 09/03 EUR 103.98 –7.2 –6.1 –0.2
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 –2.4 –14.4 –11.9

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 06/30 USD 1481.20 –0.2 3.4 9.2

n RAINBOW ADVISORY SERVICES LTD. TEL: +242 322 5444
info@rainbowadvisors.com
Rainbow Glb Hi Yld GL BD BHS 07/31 USD 3587.29 –11.9 –7.2 –3.7
Star Fund Ltd Inv GL BD BHS 07/31 USD 2492.23 –6.1 8.7 1.8

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 09/09 USD 53.03 11.4 41.6 22.3
Superfund GCT USD* GL EQ LUX 09/09 USD 2699.00 11.3 30.1 16.0
Superfund Gold A (SPC) GL OT CYM 09/09 USD 820.82 –6.6 25.4 17.5
Superfund Gold B (SPC) GL OT CYM 09/09 USD 844.83 –9.8 26.9 21.1
Superfund Q-AG* OT OT AUT 09/09 EUR 7022.00 8.6 20.6 14.0

n WEAVERING CAPITAL
www.weaveringcapital.com chas.dabhia@weaveringcapital.com T:+44(0)2073554720
Weavering Macro F.I. Fd GL OT CYM 08/29 USD 175.50 6.4 13.9 14.0

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR GL OT VGB 08/29 EUR 1305.23 4.3 15.3 10.7
Winton Evolution GBP GL OT VGB 08/29 GBP 1281.24 5.0 16.7 12.0
Winton Evolution JPY GL OT VGB 08/29 JPY 115666.92 0.7 10.7 6.7
Winton Evolution USD GL OT CYM 08/29 USD 1273.61 3.8 15.2 11.4
Winton Futures EUR GL OT VGB 08/29 EUR 185.40 9.3 22.3 15.7
Winton Futures GBP GL OT VGB 08/29 GBP 198.97 10.4 24.5 17.4
Winton Futures JPY Lead Series 2 GL OT VGB 08/29 JPY 13599.51 8.0 20.2 13.3
Winton Futures USD GL OT VGB 08/29 USD 661.69 9.2 22.9 16.7

n ZULAUF EUROPE FUNDS
Phone: +353 1436 7200 Fax: +353 1672 5361 www.zulaufeurope.ky
Zulauf Europe Fd EUR OT OT CYM 09/12 EUR 149.79 5.8 12.5 6.1
Zulauf Europe Fd LP OT OT CYM 03/31 USD 173.04 1.2 12.5 6.3
Zulauf Europe Fd USD OT OT CYM 09/12 USD 313.42 4.5 12.2 7.4

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 08/29 USD 1527.66 NS –1.1 –4.1 0.7 5.0

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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U.S. stimulus plan faces obstacles FBI struggles to fit into role
as U.S. intelligence collector

Wall Street political donations set to slow
Industry turmoil
to hit fund raising;
June, July show drop

By Greg Hitt

And Sarah Lueck

WASHINGTON—House Demo-
cratic leaders plan to push for ac-
tion on a $50 billion economic-stim-
ulus package, betting that financial-
market turmoil will overcome Re-
publican reluctance to spend more
on highways and bridges.

The White House has so far re-
sisted proposals for a second stimu-
lus package, as have Republican con-
gressional leaders. Democrats say
the measure is needed to create jobs
and bolster public confidence in the
U.S. economy. The partisan divide
underscores how even the turmoil
on Wall Street has yet to alter the
politics of gridlock on Capitol Hill.

Democratic leaders hope to
move the bill to the House floor late
this week or early next, after con-
cluding action on legislation that
would overhaul U.S. energy policy.
The energy issue has been an elec-
tion-year boon for Republicans,
who have gained traction with vot-
ers by arguing that Democrats
aren’t doing enough to meet the na-
tion’s energy needs in an era of $4-a-
gallon gas.

The biggest piece of the Demo-
cratic bill would provide funding for
infrastructure projects, congres-
sional sources said. The bill would
also provide money for food stamps
and help to cash-strapped states
that are shouldering increased
costs in Medicaid, the health pro-
gram for the poor.

Still undecided is whether the
bill will serve as a vehicle for $25 bil-

lion in federally backed loans for the
auto industry. The loans have
picked up momentum on Capitol
Hill. But lawmakers may decide to at-
tach the aid for Detroit to an end-of-
session measure needed to fund the
government beyond Sept. 30.

In the Senate, Democrats have
been working on a similar track, say-
ing that stimulus legislation of $50
billion to $75 billion is needed to
help the struggling economy in the
short-term. They, too, have backed
funds for Medicaid, jobless
benefits, infrastructure
projects and heating assis-
tance.

Democrats also want to
use action on the stimulus
package to highlight their
argument that President
George W. Bush is to blame
for the jittery economy.

Speaker Nancy Pelosi, a
California Democrat, said
Monday that the current fi-
nancial turmoil is the result
of “eight years of weakened regula-
tion” under President Bush. She
urged the Bush administration to
work with Democrats on an “eco-
nomic package that will create
jobs.”

House Minority Leader John
Boehner, an Ohio Republican, coun-
tered that Democrats are to blame,
saying the upheaval is “another
sign that the destructive tax-and-
spend economic policies promoted
by this Democratic Congress are fail-
ing.” Mr. Boehner said lawmakers
need to “get our economy moving
again,” but added it shouldn’t be
done “by growing the size of the fed-

eral government.”
The sharp exchanges contrast

with the cooperation displayed at
the beginning of the year, when Con-
gress and the White House rushed
action on an economic-stimulus
package. President Bush largely dic-
tated terms of that bill, demanding a
package of tax rebates.

In the current debate, House Mi-
nority Whip Roy Blunt has tried to
stake out some middle ground. Late
last week, the Missouri Republican

said he expects “some
things will happen in the
stimulus package” and
pointed to jobless benefits
and home-heating assis-
tance for the poor as two
initiatives worth consider-
ing.

But for now, Democrats
are pushing ahead with
their own agenda, insist-
ing on a broader package
of at least $50 billion.

There’s little doubt the
House, where Democrats hold a sig-
nificant majority, will pass a stimu-
lus package. And some Republicans,
particularly those who represent
economically struggling districts in
the Rust Belt, could well join in sup-
port of the plan.

On the other side of Capitol Hill,
Senate Republicans, especially
those in tight re-election races, will
be under pressure to show they are
taking action to respond in tough
economic times. But with Republi-
can leaders and the White House so
far standing against another stimu-
lus bill, the chances of the Demo-
cratic measure clearing the Senate
are uncertain.

By Brody Mullins

And Mary Jacoby

WASHINGTON—Barack Obama
and John McCain blamed executive
greed Monday for the turmoil in fi-
nancial markets. But both men, and
their parties, have relied heavily on
Wall Street cash to fuel their cam-
paigns, and the slowdown threatens
to dry up that lucrative source of do-
nations.

Employees of Merrill Lynch &
Co., the investment bank that
agreed over the weekend to be sold
to Bank of America Corp., have been
the largest corporate givers to Sen.
McCain’s campaign through the end
of July, according to an analysis of
federal election records by the non-
partisan Center for Respon-
sive Politics in Washington.
Merrill employees have
given $297,000 to the Ari-
zona Republican and
$191,000 to Sen. Obama, an
Illinois Democrat.

Investment bank Leh-
man Brothers Holdings
Inc., which filed for bank-
ruptcy-court protection
early Monday, has been the
eighth-largest corporate
giver to Sen. Obama’s cam-
paign this election cycle, with Leh-
man employees donating $361,000.
Lehman employees gave $117,500 to
Sen. McCain’s campaign.

Democrats, in particular, have be-

come more reliant in recent years on
Wall Street money. The second-larg-
est source of donations to all Demo-
cratic candidates in the 2008 cam-
paign has been the securities and in-
vestment industry. The industry
ranks as the third-biggest giver to
Sen. Obama’s presidential
campaign.

The securities and in-
vestment industry is also
the No. 2 giver to the Repub-
lican Party and its candi-
dates, and to Sen. McCain.

Industry employees
have donated more money
to Democrats than Republi-
cans this cycle. Through
June 30, Democrats had re-
ceived 56% of the $101.4 mil-
lion in donations from in-
dustry employees. In the 2004 cam-
paign, Republicans took in 52% of
the $97.7 million donated.

Both parties can expect less go-
ing forward. “The financial commu-
nity is obviously poorer than a year

ago,” said hedge-fund man-
ager Orin Kramer, a top
Obama fund-raiser.

From the time Sen.
Obama launched his presi-
dential campaign last year
until May 30 this year, the
securities and investment
industry had donated
$9.2 million to his cam-
paign. In June and July, the
securities and investment
industry fell to the No. 6
source for giving from the

No. 2 source for Sen. Obama, donat-
ing $719,000, according to the Cen-
ter for Responsive Politics data.

Those two months saw a signifi-
cant drop in donations from several

investment companies that once
ranked as top givers to Sen. Obama.

From the start of the 2008 elec-
tion cycle, Lehman employees do-
nated a total of $1.9 million to candi-
dates for president, Congress and po-
litical parties. Of that amount,

nearly two-thirds went to
Democrats. But in June and
July, donations from Leh-
man fell, dropping the com-
pany off Sen. Obama’s list
of top campaign contribu-
tors for those months.

Lehman wasn’t alone. A
handful of major Wall
Street firms that once
ranked among the top do-
nors in the 2008 campaign
all but stopped making do-
nations in June and July as

conditions on Wall Street deterio-
rated. Those companies include
Bear Stearns Cos., UBS AG, Credit
Suisse Group and Ernst & Young
LLP.

Trouble at several other compa-
nies could hurt fund raising for Sen.
Obama and other Democrats. Em-
ployees of insurance giant Ameri-
can International Group Inc., for ex-
ample, have given 66% of their
$647,000 in total political donations
to Democrats in the current election
cycle, after favoring Republicans
from the mid-1990s through early
2000s.

AIG was meeting Tuesday with
Federal Reserve officials to find the
cash the insurer needs to stay in busi-
ness. The company’s cash crisis was
exacerbated late Monday after rat-
ings firms downgraded its credit rat-
ings.

Another victim of the credit
crunch, savings-and-loan Washing-

ton Mutual Inc., began favoring Dem-
ocrats in this election cycle after
leaning toward Republicans in the
2006 elections.

Washington Mutual employees
and its political action committee
gave $428,000 in federal donations
this election cycle, with 57% of that
amount going to Democrats. In the
2006 elections, the lender’s PAC and
employees gave 54% of their
$600,000 in federal donations to Re-
publicans.

Sen. Obama has raised more
money this campaign from employ-
ees of Fannie Mae than any other
candidate for president or Congress,
according to fund-raising reports.
Sen. Obama has received more than
$80,000 this election cycle in individ-

ual contributions from employees of
Fannie, including many of the firm’s
top brass. By contrast, Sen. McCain
received $6,550 from the company,
$1,000 of which was given by depart-
ing Chief Executive Daniel Mudd.

Democratic fund-raisers say any
donations that Sen. Obama could
lose in the short term will be made
up for by support and money from
those who blame the sitting Republi-
can administration for the weakness
in the U.S. economy.

“I don’t have to work that hard to
make the case that the Bush-McCain
regulatory regime has produced a
failure of epic proportions,” said Mr.
Kramer, the Obama fund-raiser.
 —Louise Radnofsky

contributed to this article.
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By Siobhan Gorman

And Evan Perez

WASHINGTON—Seven years af-
ter the 2001 terrorist attacks, the
Federal Bureau of Investigation is
still facing challenges in remaking it-
self into a domestic-intelligence or-
ganization.

Among the weak points found by
an internal study: an insufficient
number and quality of intelligence
sources; a lack of understanding of
what information should be col-
lected; intelligence officers with lim-
ited awareness of their local areas;
and quality-control problems with
analysis.

FBI officials said they are imple-
menting fixes to address the prob-
lems. According to documents re-
viewed by The Wall Street Journal,
the study was performed last year to
diagnose problems in the FBI’s lat-
est initiative to improve intelligence
collection and analysis, dubbed the
Strategic Execution Team.

FBI Director Robert S. Mueller III
testified before Congress Tuesday,
and was expected to tout the bu-
reau’s efforts in domestic intelli-
gence. He was also going to use the
hearings to defend a controversial
FBI proposal to loosen restrictions
on such operations, such as lower-
ing the standards under which
agents can open a preliminary case.

John Miller, the FBI’s assistant di-
rector of public affairs, says hun-
dreds of agents and analysts have
gone through a new training pro-

gram, which is planned for bureau-
wide completion by early 2009.
“The FBI’s come a long way since
Sept. 11,” Mr. Miller said.

Several current and former intel-
ligence and law-enforcement offi-
cials say the latest efforts still fall
short of what is needed. In particu-
lar, they say, the FBI hasn’t suffi-
ciently addressed its gun-and-
badge culture, which gives intelli-
gence analysts a lesser status
within the organization.

The FBI has been aggressive in es-
tablishing its National Security
Branch, its main division dealing
with terrorism, as well as special-
ized units such as one on terror fi-
nancing. Such moves were recom-
mended by post-9/11 commissions
to help transform the bureau from a
police agency to one focused on pre-
empting threats.

It also has made strides in commu-
nications technology, ensuring that
agents and analysts secure email ac-
counts to link them to counterparts
in other intelligence agencies.

The FBI fought to retain control
over domestic intelligence, and in re-
sponse to a 2005 presidential com-
mission created the National Secu-
rity Branch to house intelligence
and counterterrorism activities.

“There was no pushback” from
the FBI as it implemented the com-
mission’s recommendation, said Pe-
ter Ahearn, a former FBI field-office
chief and former senior adviser to
Director of National Intelligence
Mike McConnell.
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Andfs. Plus Dollars US BA AND 09/15 USD 9.67 –9.7 –8.6 –1.9
Andfs. RF Dolars US BD AND 09/15 USD 11.10 –2.0 –1.3 0.6
Andfs. RF Euros EU BD AND 09/15 EUR 10.29 –6.8 –7.5 –4.1
Andorfons EU BD AND 09/15 EUR 14.09 –7.9 –9.4 –5.4
Andorfons Alternative Premium OT OT AND 07/31 EUR 112.49 –3.1 –2.6 2.3
Andorfons Mix 30 EU BA AND 09/15 EUR 10.10 –12.9 –12.7 –5.4
Andorfons Mix 60 EU BA AND 09/12 EUR 10.98 –16.7 –14.7 –4.8

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 09/05 USD 200270.72 –23.2 –22.5 0.0

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 09/16 EUR 10.34 1.6 1.8 3.2
DJE-Absolut P GL EQ LUX 09/16 EUR 201.29 –20.2 –15.3 –1.4
DJE-Alpha Glbl P EU BA LUX 09/16 EUR 172.00 –15.9 –11.6 0.4
DJE-Div& Substanz P GL EQ LUX 09/16 EUR 201.01 –15.7 –14.9 1.1
DJE-Gold&Resourc P OT EQ LUX 09/16 EUR 139.01 –25.8 –18.3 –3.9
DJE-Renten Glbl P EU BD LUX 09/16 EUR 120.82 –1.0 –0.5 1.0
LuxPro-Dragon I AS EQ LUX 09/16 EUR 105.73 –41.6 –37.9 NS
LuxPro-Dragon P AS EQ LUX 09/16 EUR 103.58 –42.7 –39.2 NS
LuxTopic-Aktien Europa EU EQ LUX 09/15 EUR 16.59 –14.0 –9.7 1.9
LuxTopic-Pacific AS EQ LUX 09/16 EUR 15.59 –27.4 –26.8 0.3

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 09/15 EUR 71.02 –35.3 –36.2 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 09/15 USD 77.32 –37.4 –34.7 NS

(Lux) Russian EUR EE EQ LUX 09/15 EUR 67.36 –40.8 –34.9 NS
(Lux) Russian USD EE EQ LUX 09/15 USD 73.25 –42.8 –33.4 NS
Balkan Fund EE EQ SWE 09/16 SEK 19.26 –42.2 –40.7 –4.1
Baltic Fund EE EQ SWE 09/16 SEK 59.88 –18.7 –26.4 –0.9
Eastern European Fund EU EQ SWE 09/15 SEK 35.81 –34.6 –29.8 –3.4
Russian Fund EE EQ SWE 09/15 SEK 1074.52 –38.5 –31.7 –5.8
Turkish Fund EE EQ SWE 09/16 SEK 6.49 –43.4 –37.4 –7.8

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 09/11 CHF 78.59 –48.0 –42.3 NS
HF-World Bds Abs Ret OT OT CHE 09/11 USD 84.13 –7.8 –3.5 0.7

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 09/15 USD 296.35 –4.9 –1.2 2.6

Sel Emerg Mkt Equity GL EQ GGY 09/12 USD 194.08 –28.3 –19.5 5.0
Sel Euro Equity EUR US EQ GGY 09/15 EUR 106.39 –27.2 –29.1 –10.9
Sel European Equity EU EQ GGY 09/12 USD 208.11 –26.6 –25.3 –3.7
Sel Glob Equity GL EQ GGY 09/12 USD 212.52 –22.2 –22.8 –5.1
Sel Glob Fxd Inc GL BD GGY 09/15 USD 139.83 –4.7 –2.4 0.5
Sel Pacific Equity AS EQ GGY 09/15 USD 126.79 –28.1 –22.8 3.5
Sel US Equity US EQ GGY 09/12 USD 143.40 –16.0 –15.4 –2.7
Sel US Sm Cap Eq US EQ GGY 09/15 USD 193.98 –16.1 –20.2 –6.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 09/15 EUR 328.60 –8.9 –8.8 –3.6
DSF 50/50 EU BA LUX 09/15 EUR 256.54 –13.6 –14.0 –5.6
DSF 75/25 EU BA LUX 09/15 EUR 205.53 –18.2 –18.9 –8.2
KBC Eq (L) Europe EU EQ LUX 09/15 EUR 561.46 –26.1 –27.6 –11.3
KBC Eq (L) Japan JP EQ LUX 09/15 JPY 22471.00 –24.0 –27.8 –16.7
KBC Eq (L) NthAmer EUR US EQ LUX 09/15 EUR 629.07 –18.4 –18.2 –4.9
KBC Eq (L) NthAmer USD US EQ LUX 09/12 USD 933.58 –14.4 –12.8 –0.7
KBL Key America EUR US EQ LUX 09/12 EUR 467.91 –19.9 –16.5 NS
KBL Key America USD US EQ LUX 09/12 USD 481.14 –20.3 –16.2 NS
KBL Key East Europe EU EQ LUX 09/12 EUR 2274.25 –33.0 –25.6 –4.6
KBL Key Eur Sm Cie EU EQ LUX 09/12 EUR 1016.19 –25.9 –31.7 –9.0
KBL Key Europe EU EQ LUX 09/12 EUR 668.92 –24.3 –25.6 –8.7
KBL Key Far East AS EQ LUX 09/12 USD 1216.64 –36.3 –32.8 –1.9
KBL Key Major Em Mkts GL EQ LUX 09/12 USD 584.39 –37.1 –24.3 7.2
KBL Key NaturalRes EUR OT EQ LUX 09/12 EUR 487.28 –21.6 –15.0 NS
KBL Key NaturalRes USD OT EQ LUX 09/11 USD 506.74 –26.6 –15.5 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 09/05 USD 51.93 –30.6 –16.3 1.6
LG Asian Plus AS EQ CYM 09/05 USD 56.01 –34.4 –22.1 5.7
LG Asian SmallerCo's AS EQ BMU 09/12 USD 76.54 –51.9 –51.0 –17.9
LG India EA EQ MUS 09/11 USD 52.96 –43.3 –22.1 5.1
Siberian Investment Co EE EQ IRL 08/29 USD 45.12 –48.8 –42.0 –12.7

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/15 EUR 43.01 –41.2 –51.3 –8.3
MP-TURKEY.SI OT OT SVN 09/15 EUR 31.40 –38.4 –36.9 –10.0

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq GL EQ LVA 09/15 EUR 6.03 –32.9 –34.5 NS
Parex Eastern Europ Bd EU BD LVA 09/15 USD 13.66 –0.1 1.9 4.1
Parex Russian Eq EE EQ LVA 09/15 USD 19.30 –39.2 –25.3 0.7
Parex Ukrainian Eq EU EQ LVA 09/15 EUR 5.44 –47.0 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/12 USD 152.71 –35.3 –29.9 2.7
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/12 USD 146.94 –35.8 –30.6 1.8
PF (LUX)-Biotech-Pca OT EQ LUX 09/12 USD 353.03 6.1 5.3 19.4
PF (LUX)-CHF Liq-Pca CH MM LUX 09/12 CHF 123.79 1.5 2.2 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/12 CHF 95.56 1.5 2.2 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 09/12 EUR 168.73 –24.2 –24.8 –5.6
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Morgan Stanley’s signal
Move to sell property
in Shanghai stirs
worry in the market
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By James T. Areddy

SHANGHAI—Efforts by Morgan
Stanley, one of the biggest foreign in-
vestors in Shanghai real estate, to
sell some of its choicest residential
property in the Chinese city are caus-
ing some to think that a savvy player
has spotted the market’s peak.

Morgan Stanley bet big and early
on Shanghai real estate starting
about five years ago, helping to
draw global investment into the city
and boost its property prices to
some of the highest in China.

In recent months, real-estate
funds that Morgan Stanley manages
have put two large blocks of Shang-
hai luxury residences up for sale, in-
cluding more than 100 serviced
apartments in the tony Xintiandi
area, arguably the highest-rent dis-
trict in mainland China.

Morgan Stanley’s moves appear to
have been set in motion long before
the current troubles hit Wall Street.
But Morgan Stanley’s efforts to sell
come amid growing fear that residen-
tial property prices in China could be
headed for a shakeout, one that could
rattle the broader economy.

On Tuesday, a government agency
said a three-year-old index of home
prices in 70 major cities posted its
first month-to-month drop in August,
including a 0.2% fall in Shanghai.

China’s first interest-rate reduc-
tion in six years on Monday was seen
by analysts partly as Beijing’s effort to
stave off property-market problems.

Other foreign investors are also
selling. Macquarie Ltd. and HKR In-
ternational Ltd. both have Shang-
hai residential apartment buildings
on the market, according to a per-
son familiar with the matter. The
companies declined to comment.

Late last year, Goldman Sachs
Group Inc. exited its first big main-
land Chinese property investment, a
Shanghai office building called
Cross Tower, for $150 million after
buying it for $107.6 million in 2005.

Morgan Stanley Real Estate group
executives declined to comment on
strategy. The company is keen to ex-
pand its banking operations in Shang-
hai once it can persuade local regula-
tors to approve applications for li-

censes to trade stock and otherwise
participate in the city’s financial mar-
kets, company officials say.

“This is the perfect time” to build
the investment bank’s core opera-
tions in China, Wei Sun Christian-
son, Morgan Stanley’s China chief ex-
ecutive, said last week.

But Morgan Stanley’s “for sale”
signs on prominent buildings are
drawing attention. They suggest
that the U.S. bank thinks “the period
for easy money is over for the mo-
ment,” says Shu Yin Lee, director of
Grand River Investments Ltd., an
American investment firm active in
Shanghai that has viewed some of
the Morgan Stanley properties.

Shanghai apartment prices are a
bellwether for real-estate values na-
tionwide, since the city boasts the na-
tion’s most established mortgage in-
dustry and a deep investment base of
both local and foreign buyers. Shang-
hai real-estate prices have at least
doubled since 1999, but for more than
a year the city’s market has sent con-
flicting signals: sharply slowing trans-
action numbers but buoyant prices.

Last week, Morgan Stanley’s China
stock-market strategist, Jerry Lou,
pointed in a report to the possibility of
a Chinese property industry “melt-
down.” His “rather gloomy picture”
was based largely on concerns that
Chinese developers could become in-
solvent if the market weakens, and
thereby hurt the balance sheets of
banks that loaned them money.

Morgan Stanley made its first ma-

jor investment in Shanghai property
in 2003, by funding the Xintiandi
complex now for sale. By early 2006,
it boasted in a statement that it was
possibly “the single largest global
real estate [investor] in Shanghai.”

A wave of foreign investors tar-
geted Shanghai after Morgan Stan-
ley’s purchases. Soon, Chinese pol-
icy makers charged that foreign
“hot money” was pushing property
values beyond the reach of local peo-
ple and that property was emerging
as a proxy to speculate on the Chi-
nese yuan’s appreciation.

When China in mid-2006 began
issuing regulations aimed at limit-
ing foreign apartment investments,
Chinese media reports cited Mor-
gan Stanley’s purchase of a Shang-
hai luxury residential tower as part
of the reason.

Now, up for sale is a block of ser-
viced apartments in Morgan Stan-
ley’s initial investment, called Jinlin
Tiandi, where posted rental rates
run from about $6,400 to more than
$10,000 a month. The building is
considered a big money maker, but
has been on the market for at least
several months.

Morgan Stanley is also selling its
284-unit Pinnacle Century Park ser-
viced apartments in Shanghai’s Pud-
ong section, according to a person fa-
miliar with the matter.

The Shanghai buildings repre-
sent only a small portion of Morgan
Stanley Real Estate’s global prop-
erty portfolio.

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

AIG’s Asian units move
to allay customers’ fears
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The Asian units of American In-
ternational Group Inc. distanced
themselves from their ailing parent
Tuesday as the insurance giant’s
troubles contributed to turmoil in
the region’s financial markets.

The company, which traces its
founding to Shanghai in 1919, is con-

sidered important to global markets
because of its size, the wide range of
insurance products it offers and its
many other services and invest-
ments. Customers outside the U.S.
accounted for 79% of its premiums
for life insurance and retirement ser-
vices last year. Its $26.6 billion in
foreign premiums for life insurance
and retirement services were more
than three times as large as its $7.03
billion in U.S. premiums, with $14.21
billion of the foreign premiums com-
ing from Asia.

Many of AIG’s Asian units said
Tuesday that they are independent
and have enough capital to meet all
policy claims. Regulators in India,
Hong Kong, Singapore and Thailand
said local AIG units have capital to
cover their obligations. Regulators
in China said they are monitoring
the situation.

In Taiwan, where AIG owns 95% of

life insurer Nan Shan Life Insurance, a
Nan Shan spokesman said it was
“business as usual.” Japan and Tai-
wan are among AIG’s largest markets.

India’s insurance regulator
asked two insurance joint ventures
between AIG and Tata Group to sub-
mit reports on their operational sta-
tus, the regulator’s chairman said. J.
Hari Narayan, who heads the Insur-
ance Regulatory and Development
Authority, added that “the solvency
ratios of both the companies look
comfortable and there is no concern
over capital.”

Analysts said, however, that the
Indian companies’ expansion might
be constrained by AIG’s woes. Sunil
Mehta, country head for AIG, de-
clined to comment.

In mainland China, the China In-
surance Regulatory Commission
said it was watching AIG closely and
researching possible effects of the
company’s cash woes on China. AIG
doesn’t release much information
about its business in China, and com-
pany officials there didn’t respond
to a request for comment. A spokes-
woman for AIG in Hong Kong also de-
clined to provide details.
 —Victoria Ruan in Beijing,

Chester Yung in Hong Kong,
Abhrajit Gangopadhyay in New

Delhi, Tariq Engineer in Mumbai,
Costas Paris in Singapore and

Yuka Hayashi in Tokyo
contributed to this article.

Efforts by Morgan Stanley to sell some of its choicest residential property in
Shanghai, like the Xintiandi complex above, are drawing attention for their timing.

Chapter 11 filing turns an old page
By Ashby Jones

An experienced hand who has han-
dled some of the highest-profile cor-
porate-bankruptcy cases in the U.S.
has been tapped to play a role in finan-
cial history again, this time to carry
out the possible liquidation of Leh-
man Brothers Holdings Inc.

The choice of Harvey Miller of the
New York law firm Weil, Gotshal &
Manges LLP to handle such a large
bankruptcy wasn’t exactly surpris-
ing. Lehman’s relationship with Weil
goes back some three decades, and
the firm has advised the bank on nu-
merous deals, from mortgage securi-
tizations to private-equity buyouts to
telecom mergers. Mr. Miller declined
to comment.

Even absent an existing relation-

ship, Mr. Miller, 75 years old, likely
would have been on Lehman’s short
list. His experience in large corporate
bankruptcies and restructurings is
deep and varied.

He led the bankruptcies of Texaco
Inc. and Continental Airlines Inc., as
well as the 1990 filing of Drexel Burn-
ham Lambert Inc., the last major U.S.
investment bank to file for bank-
ruptcy protection.

Lehman filed for Chapter 11, a
route most typically associated with
restructurings rather than liquida-
tions. But several lawyers said they
suspected the bank’s holding com-
pany would ultimately liquidate, af-
ter selling off what it could.

In a news release filed Monday,
Lehman stated it is “exploring the
sale” of its broker-dealer operations.
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