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Treasury Secretary 
Henry Paulson
appears on
ABC's This Week

The Bush administration deliv-
ered a $700 billion bailout plan
late Friday, spurring a test of
wills between the White House
and Capitol Hill as Democrats
put their imprint on the bill,
which offers little oversight or
taxpayer protection. Page 1

n Lehman transferred billions
of dollars and assets among
units before its bankruptcy fil-
ing, raising questions over the
propriety of the moves. Page 1

n U.S. stocks recovered from
last week’s lows but the mar-
ket’s future is uncertain. Gov-
ernment action lifted shares in
Asia and Europe. Page 19

n Russian stocks surged as a
$120 billion government rescue
package and the rebound in glo-
bal markets helped avert a fi-
nancial calamity. Page 21

n European stocks enjoyed a
one-day, soaring reprieve Friday
after U.S. and U.K. action. Page 20

n Shell warned that militant
attacks in Nigeria last week
have curbed oil and gas output
and will hurt earnings. Page 4

n A new offshore terminal
reached Italy, creating a natural-
gas route into the EU that aims
to reduce dependency on Rus-
sian imports. Page 4

n SAS may be facing a take-
over move, but analysts are
finding it hard to put a value on
the carrier. Page 6

n Italy will begin soliciting of-
fers for Alitalia, as the govern-
ment seeks to rescue the cash-
strapped airline. Page 6

n AIG shareholders are scram-
bling to help repay a loan from
Washington in time to avoid
its taking an 80% stake in the
U.S. insurance giant. Page 7

n GM plans to draw down the
remaining $3.5 billion of a se-
cured revolving-credit facility
to increase liquidity. Page 9

n DreamWorks principals com-
pleted a deal with India’s Reli-
ance ADA to set up a $1.2 bil-
lion film company. Page 9

Pakistan sees
al Qaeda links
in hotel attack

Pakistani officials said a suicide
bombing that killed 53 people,
including the Czech Republic’s
ambassador, and injured 250 oth-
ers at the Islamabad Marriott
Hotel bore al Qaeda’s hallmarks
and showed how the group was
operating freely in Pakistan and
aims to wreak havoc on the coun-
try’s weak economy. Page 1

n South Africa’s Mbeki will step
down, bowing to a ruling ANC
request and setting the stage for
a caretaker president and a
period of uncertainty. Page 3

n China said the number of in-
fants hospitalized after ingest-
ing tainted formula jumped to
12,892, as foreign concern about
Chinese goods spread. Page 12

n Israeli Foreign Minister Livni
began efforts to put together a
ruling coalition as Prime Minis-
ter Olmert formally resigned.

n Brown pledged at a Labour
Party conference to do “what-
ever it takes” to tackle Britain’s
economic crisis despite a fester-
ing rebellion against him. Page 12

n Russia is set to increase its
defense budget next year by
more than 25% to a post-Soviet
high of $50 billion. Page 10

n Ex-Foreign Minister Taro Aso
is the heavy favorite to win a
vote by Japan’s ruling party Mon-
day for prime minister. Page 10

n Suicide bombers hit police
targets in northern Iraq, killing
five people and injuring dozens.

n Georgia said a Georgian police-
man was killed and two others
wounded by separatist forces
near the province of Abkhazia.

n Gates told NATO allies that
they will be expected to share
the cost of a planned expansion
of the Afghan army. Page 10

n Channel Tunnel operators
will reopen a section of the fire-
damaged north tunnel Monday,
allowing more Eurostar services.

n A nightclub fire sparked by
fireworks and a crush of pan-
icked patrons killed at least
43 people in Shenzhen, China.

n Beijing ended its special pol-
lution curbs aimed at cleaning
the Chinese capital’s air for the
Olympics and Paralympics.

U.S. Congress to debate
$700 billion bailout plan

Lehman draws scrutiny
over billions in transfers
U.K. seeks return
of funds sent to U.S.;
judge won’t slow deal

Editorial&Opinion

Sources: the company; court documents

The fall of Lehman
Lehman Brothers promoted its “one firm” culture but the parent firm’s 
bankruptcy proceedings have turned the company into a house divided.

n Lehman Brothers Holdings Inc., 
parent firm
Current status: Chapter 11
bankruptcy proceedings.

n Lehman Brothers Inc.,           
main U.S. broker-dealer
Current status: Pending sale of
assets to Barclays PLC.

n Lehman Brothers International 
(Europe), London-based main 
European broker-dealer
Current status: Filed for 
insolvency proceedings,
seeking repayment of $8 billion 
from U.S. operations, pursuing
sale to save jobs.

Lehman Brothers Holdings Inc.
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U.S. Europe

Headquarters in New York City Canary Wharf offices in London

By Zahid Hussain

ISLAMABAD—Pakistani officials
said Saturday’s suicide blast that
killed 53 people at the Islamabad
Marriott Hotel bore the hallmarks
of al Qaeda and showed how the
group was operating freely inside
Pakistan and was determined to
wreak havoc on the nation’s already
weak economy.

Rehman Malik, Pakistan’s inte-
rior minister, said Tehrik-e-Taliban
Pakistan, an outlawed militant um-
brella group operating from Paki-
stan’s lawless tribal region, was in-
volved in the attack. The group is
said to be closely linked with al
Qaeda, which has grown in strength
in Pakistan. Many other Pakistani mil-
itant groups have mutated into small
cells, after being banned, and work
as an extension of al Qaeda.

Officials said Pakistan Taliban
Movement, a little-known Islamist
militant outfit that claimed responsi-
bility to private television channels,
was one such cell and is part of the Te-
hrik-e-Taliban Pakistan network.

Yousuf Raza Gilani, the prime min-
ister, said the bomber had attacked
the hotel only after tight security pre-
vented him from reaching Parlia-
ment or the prime minister’s office.
“The purpose was to destabilize de-
mocracy,” Mr. Gilani told reporters

Please turn to page 2

After Mbeki
Despite his many faults, South
Africans may yet feel nostalgic
for his tenure. Page 14
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What’s News—
Business & Finance World-Wide

Look East: inside South
Asia’s wealth explosion
WEALTH BULLETIN

How to make the most of
customer complaints
BUSINESS INSIGHT | PAGES R1-R7

By Greg Hitt

And Meena Thiruvengadam

WASHINGTON—The Bush ad-
ministration delivered a sweeping
bailout plan to Congress late Friday,
setting in motion a series of tense
negotiations and a test of wills be-
tween the White House and Con-
gress.

The legislation, which would au-
thorize U.S. Treasury Secretary
Henry Paulson to create a $700 bil-
lionfund to buymortgage-related as-
sets from troubled institutions—is
only 2µ pages long. It includes little
or no protection for the U.S. taxpay-
ers footing the bill and little over-
sight over the officials and financial
firms likely to run the enterprise.

Democratic leaders are pointing
toward final votes on the bill late
this week, a tight deadline that
won’t allow time for second guesses
or debate about next steps should
the plan fail. Democrats are moving
to put their imprint on the bill in
other ways, including help for indi-
vidual homeowners, caps on execu-
tive compensation and changes to
bankruptcy laws long opposed by
the White House.

“This is not in anyway to deprive
[Treasury Secretary Henry Paulson]
theopportunity to act. We totally un-
derstand the gravity of the mo-
ment,” said Senate Banking Commit-
teeChairman andConnecticutDemo-
crat Chris Dodd. But, he added: “You

cannot just turn over $700 billion of
taxpayer money and not insist that
that taxpayer is going to be pro-
tected in this. We’re going to de-
mand, as a coequal branch ofgovern-
ment, accountability.”

Wrangling over the package, es-
pecially if it threatens to delay im-
plementation, could unnerve inves-
tors around the world, who snapped
up stocks in a way not seen since af-

Please turn to page 31

By Carrick Mollenkamp,

Jeffrey McCracken

And Joellen Perry

Lehman Brothers Holdings Inc.
moved billions of dollars and assets
among its units around the world in
the period before filing for bank-
ruptcy, leading clients and employ-
ees to question the propriety of
some transfers as they line up in
U.S. bankruptcy court seeking repay-
ment.

Among other fund-raising ef-
forts, Lehman’s German unit, Leh-
man Brothers Bankhaus, swapped
assets for funding from the Euro-
pean Central Bank. That could leave
the central bank holding assets and
unable to obtain money from the
Lehman unit to cover a decline in
the value of the assets, people famil-
iar with the matter said.

Anotherfunding effortnow draw-
ing scrutiny is the internal Lehman
movementof more than$8 billionbe-
tweenLehman’s Europeanheadquar-
ters in London and New York, where

Please turn to page 31
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The U.S. government’s
strong response to last
week’s financial hurricane
gave banking stocks some
breathing space. It also re-
placed a panicked market
with a potentially false
one.

The draconian short-
selling ban has helped
push up valuations for
technical rather than fun-
damental reasons. And the
bailout plan, though a po-
tentially huge boost, re-
mains riddled with unan-
swered questions.

That said, the interven-
tion could give banks a
chance to raise new capi-
tal. While dilutive to exist-
ing shareholders, it would
strengthen the balance
sheets of some banks that
have grown dangerously
weak. Other banks could
use the period of respite
to negotiate a sale that
wouldn’t be possible if
markets were slumping. Ei-
ther of those strategies, if
successful, could help re-
duce the amount needed
from the government in a
bailout.

Of course, investors
would rightly question
how they can confidently

value banks right now,
given the huge uncertain-
ties remaining in the gov-
ernment’s plan for a $700
billion vehicle to purchase
hard-hit mortgage securi-
ties from banks. There is
little clarity, for example,
on how the government
will value the assets it
buys.

But momentum is fi-
nally in the banks’ favor.
Investors who shun equity
offers could wind up being
late to the party. That
might not seem like a con-
vincing argument, but for
months, long-only mutual
fund managers held on to
cratering bank stocks for
fear of missing out on a
huge rally.

Also, the government’s
ban on shorting financial
stocks gives banks room
to announce discounted
share sales without fear
that shorts will send the
stock into a downward spi-
ral.

The risk for investors is
that volatility continues. It
is hard to see, for exam-
ple, how the credit-market
dislocation, coupled with
the bad debts set to flow
through the system as the
economy slows, could have
left some financial institu-
tions so unscathed. Wells
Fargo is at an all-time
high and shares in J.P.
Morgan Chase are up for
the year.

For all the dangers, this
might be the opportunity
banks have been waiting
for. The lesson from the
past year is that those
seizing chances to raise
capital fare better than
those who sit on their
hands.

With that in mind,
banks should remember
that the government’s in-
tervention is a pause in
the crisis, not its end.

—David Reilly and
Thorold Barker

There is a crescendo of
schadenfreude across conti-
nental Europe as politicians
cite turmoil in financial mar-
kets as proof that the Anglo-
Saxon economic model has
failed.

The heavy-handed inter-
ventions by the U.S. and Brit-
ish governments to prevent
financial catastrophe con-
trast with the laissez-faire
orthodoxy that prevailed be-
fore the credit crisis.

But little is being said in
European capitals on what
should be done to resolve
this crisis, apart from im-

proving regulation, account-
ing standards, risk manage-
ment and international co-
operation.

European smugness
could prove short-lived. The
European model, broadly
characterized by higher lev-
els of state intervention,
taxes and welfare payments,
also is facing a test as the
euro zone heads for an eco-
nomic downturn.

Worse, the euro-zone fi-
nancial system may yet be
tested more severely. The
origins of the credit crisis
are in debt securities de-

rived from home loans
many Americans couldn’t
afford to take out.

But European institu-
tions also hold huge
amounts of these, much of
which they have yet to
write down, according to
data from consultancy Inde-
pendent Strategy. Subprime-
mortgage losses in Europe
amount to $230 billion, but
European financial institu-
tions have raised only $157
billion in new capital. That
leaves a chunk more to be
found. 

—Matthew Curtin

Memo to Europe: Too soon to be smug

Hedge funds face brokerage concerns
The strange relationship

between hedge funds and the
banks that provide prime-bro-
ker services is taking another
twist. In the old days, it was
just heads of prime broker-
ages (which provide trading
and lending services to
hedge funds) who had to pick
their clients carefully to limit
their risk exposure.

Now, with Wall Street ti-
tans toppling, hedge-fund
managers have good reason
to pick their banking part-
ners more carefully.

This is taking place
within the context of con-
tinuing deleveraging. U.S.
hedge funds are expected to
funnel $11.3 billion in fees
to prime brokers this year,
according to Tabb Group, a
financial consultancy, up
from $7.2 billion in 2004.
But it is hard to see that
pace of growth continuing.

Washington’s rewriting
of the financial rules will
have hurt many funds that
rationally shorted bank
stocks and bought gold.

How’s that for adverse selec-
tion? That will increase the
pressure on single-manager
funds, already facing in-
creased redemptions as
year-end approaches.

Relationships may, of ne-
cessity, become warier.
Prime brokers will think
twice about lending against
some complex securities.
Tanya Beder, head of risk-
advisory firm SBCC Group,
foresees a return, at least
short term, to a more “plain
vanilla” business.
 —Liam Denning

Banks win brief exhale

Talk, but not panic, at Morgan
Bank weighs merger,
options as ugly side
of leverage is revealed

By Aaron Lucchetti

Merger talks at Morgan Stanley
continued on Sunday afternoon,
thus far without the desperation
fire sale that the investment bank
seemed resigned to making when its
stock plunged by more than 40% in
just three days last week.

But the fact that the New York
firm’s board continues to weigh a po-
tential merger with Wachovia
Corp., the sale of a substantial stake
in the combined company to China
Investment Corp. and other options
shows that there is no turning back
from the existential questions con-
fronting both Morgan Stanley and
Goldman Sachs Group Inc.

The only major independent in-
vestment banks left standing a week
after Lehman Brothers Holdings
Inc. filed for bankruptcy and Merrill
Lynch & Co. agreed to sell itself,
Goldman and Morgan Stanley are un-
der intense pressure, even with the
federal government’s plan to buy up
$700 billion of bum assets.

To many analysts and investors,
the two securities firms still depend
too much on leverage, or the use of
borrowed money, and don’t set aside
enough cash against the bets they
make on everything from commer-
cial mortgages to non-U.S. stocks.

“They’ve been so close to a near-
death experience, something needs
to change,” says Glenn Schorr, a bro-
kerage-industry analyst at UBS. Sur-
viving as independent companies is

possible only if their business mod-
els become even less risky, he adds.

It’s easy to forget that lots of com-
mercial banks also blundered on risky
mortgages, including Citigroup Inc.
and UBS AG. Their salvation in a mar-
ket driven by fear: size and a ho-hum
source of reliable funding.

Goldman and Morgan Stanley in-
sist they can go it alone. Yet Morgan
Stanley Chief Executive John Mack
was so rattled last week that he en-
tered merger talks with Wachovia, a
commercial bank that is being
pounded by problems related to its
adjustable-rate-mortgage portfolio.
Morgan Stanley’s stock-price re-
bound of 21% on Friday merely gave
executives and directors a chance to
catch their breath.

The most fundamental problem
is how to generate profit growth in a
world that no longer tolerates Wall
Street’s addiction to leverage. At
Merrill Lynch, the leverage ratio,
which measures the firm’s risk com-
pared with the equity on its balance
sheet, soared to 28 last year from 15
in 2003, according to UBS. Morgan
Stanley’s leverage ratio climbed to
33, while Goldman’s hit 28.

When markets were booming,
borrowed money fueled record earn-
ings. Investors showed few signs of
concern. Now the ugly flip side of le-
verage is obvious, and massive
write-downs have shattered confi-
dence in Wall Street’s risk-manage-
ment machinery.

Morgan Stanley and Goldman
have been taking steps to reduce
their leverage, but that hasn’t been
easy in a market where prices are
dropping for many assets. It has
proven difficult to find buyers for
many distressed real-estate assets.

In contrast, Bank of America

Corp. and Wachovia had leverage ra-
tios of 11 as of the second quarter, less
than half the average of the four big
investment banks. The highs aren’t
as high as those on Wall Street, but
the lows aren’t as disastrous.

That means that if a bank loses
$1 billion on a loan, it has twice the
capital an investment bank might
have to absorb it. An investment
bank takes different risks than com-
mercial banks—usually less focused
on consumer credit—but both types
of banks were big players in U.S. resi-
dential mortgages.

The ascendancy of commercial
banks largely reflects their use of
customer deposits to fund much of
their business. Retail depositors
tend not to yank their money out
even in turbulent times, thanks to
backing by federal deposit insur-
ance. Even at Washington Mutual
Inc., the Seattle thrift-holding com-
pany battered by mortgage losses,

deposit levels are basically un-
changed so far this year.

Still, plain-vanilla banking isn’t a
cure-all for what ails Wall Street.
The track record of financial super-
markets that pitch stocks next to
car loans is so-so, as Citigroup
shows a decade into the merger of
Citicorp and Travelers Group.

“It’s not obvious that there’s a
clear economic benefit” to invest-
ment banks merging with commer-
cial banks, says Campbell Harvey, a fi-
nance professor at Duke University.

For Morgan Stanley, one of the
biggest issues to sort out in its dis-
cussions with Wachovia is how to
potentially swallow the $122 bil-
lion adjustable-rate home-loan
portfolio inherited as part of the
bank’s 2006 purchase of Golden
West Financial Corp. The portfolio
includes 448,000 loans, of which
58% are in California and 10% in
Florida, two of the hardest-hit ar-
eas in the U.S. Wachovia has pre-
dicted that losses on the loan pool
could reach 12%, and some analysts
fear even steeper losses.

Under CEO Robert Steel, a
former Goldman executive, Wacho-
via has created a distressed-asset
resolution team to work through
the loans, refinance what it can and
perhaps sell those it can’t. What hap-
pens to those loans is one sticking
point in a potential deal with Mor-
gan Stanley, and could ultimately
kill it, according to people familiar
with the matter.

Analysts also wonder how well
Morgan Stanley’s blue-blood tradi-
tion would match with Wachovia’s
Southern roots and patchwork struc-
ture of brokers and financial advisers.  

—Dan Fitzpatrick
contributed to this article.

By Kara Scannell

And Serena Ng

The U.S. Securities and Exchange
Commission is expanding its probe
into potential market manipulation
and is turning its attention to the
largely unregulated, obscure area of
credit-default swaps.

The SEC said late Friday that it
will require hedge-fund managers to
submit, under oath, their trading ac-
tivity in financial-company shares
and related instruments such as
credit-default swaps as part of its con-
tinuing examination of rumors and
stock bets.

These swaps are insurance-like
contracts that allow dealers, hedge
funds and others to transfer the risk
of corporate defaults to others. Sell-
ers charge buyers fees to insure bonds
and loans from default, and buyers
can benefit if the cost of protection
subsequently rises. Over the past two
weeks, large price declines in broker-
age stocks were often accompanied,
or preceded, by big moves in credit-de-
fault swaps tied to those firms.

The swaps trade directly between
institutions, not on exchanges, and
many investors believe their prices
can be easily manipulated. They have
become an increasingly popular way
for firms to gamble on the fortunes of
financial companies without actually
trading securities issued by the
firms.

The SEC also authorized its en-
forcement staff to issue subpoenas to
gather information. The SEC staff al-
ready has sent subpoenas to more
than 50 hedge funds as part of rumor
investigations involving Bear Stearns
and Lehman Brothers Holdings Inc.

SEC investigates
trading of swaps,
stock-price falls

*As of third-quarter 2008   
†As of second-quarter 2008 

Source: UBS
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Pakistan sees al Qaeda links in hotel bombing

A Pakistani official said a dump truck was used in the attack and preliminary
investigations revealed that at least 600 kilograms of explosives were detonated.
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Sunday. “They want to destroy us eco-
nomically.”

Pakistan’s economy already is suf-
fering and the blast at a hotel that
was popular with foreign visitors and
well-heeled Pakistanis could acceler-
ate capital flight and further discour-
age foreign investors.

Among the dead were the Czech
ambassador to Pakistan, Ivo Zdarek,
47 years old, and two members of the
U.S. armed forces who the U.S. De-
fense Department said were assigned
to the U.S. Embassy in Islamabad.

“The Islamabad bombing dents
the already low confidence of interna-
tional investors in Pakistan,” said
Muddassar Malik, chief executive of
BMA Capital, a securities firm in Kara-
chi. “The lack of affirmative action by
the new government on a new secu-
rity strategy and their inability to
tackle militancy leave investors ques-
tioning whether the long-term eco-
nomic story is still intact.”

Rescue teams searched the black-
ened hotel room by room Sunday. But
the temperatures remained high and
fires were still being put out in some
parts. A senior official said there
could still be bodies inside.

Some 250 people were injured in
the blast, which was triggered by a
suicide bomber who rammed an ex-
plosive-laden truck into the hotel’s
outer gates.

Many of the guests staying in the
hotel died of intense heat caused by
the explosion and flaming gas from

ruptured gas lines. “Many bodies
were charred beyond recognition,” a
rescue worker said. Doctors at the
city’s main hospital said the death
toll could rise with dozens of the
wounded in a critical state.

President Asif Ali Zardari said the
attack wouldn’t deter Pakistan from
fighting terrorism. “The terrorists
have turned the happy moment of the
restoration of democracy into grief,”
he said in a television address early
Sunday before leaving for the United

Nations in New York, where he will
meet U.S. President George W. Bush.

It wouldn’t be the first time al
Qaeda has been involved in an attack
in Pakistan’s capital. In June, a sui-
cide car bomber killed at least six peo-
ple near the Danish embassy in Islam-
abad. A statement attributed to al
Qaeda took responsibility for that
blast, which was believed to have tar-
geted Denmark because of the publi-
cation there of cartoons depicting
the Prophet Muhammad.

The latest attack came as Paki-
stani forces stepped up an operation
against Islamist militants in the Bajur
tribal region, which is viewed by Paki-
stani and Western intelligence agen-
cies as the center of al Qaeda activi-
ties. Many observers suspect the Mar-
riott attack was a retaliation to the
military offensive.

Al Qaeda and its allies among
tribal militants have repeatedly
warned they will increase attacks in
Pakistan’s heartland if the military op-
eration isn’t stopped.

Anti-American sentiments also
are running high after an increase in
missile strikes from U.S. pilotless
drones against suspected militant
hideouts inside Pakistan.

The attack also raises questions
about security in the capital, which
already was at a high level because
of Mr. Zardari’s address to a joint
session of Parliament hours before
the bomb detonated.

Saddruddin Hashwani, the
owner of the Marriott hotel, ac-
cused police and paramilitary forces
of a lapse in allowing a dump truck
to approach the hotel unchallenged
and not shooting the driver before
he could trigger the explosives.

Mr. Malik, the interior minister,
denied there was any lapse on the
part of the security unit.

“There was a lot of construction
work going on in the surrounding
area and it was not possible to check
every vehicle driving on the road,”
he said.
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By Evan Ramstad

SEOUL—North Korea used a
meeting with South Korea Friday to
declare that it is rebuilding its dis-
abled nuclear plant and later an-
nounced it “will go its own way,” ap-
pearing to suggest it may abandon
aid-for-disarmament talks with
South Korea, the U.S. and three
other countries.

North Korea also blamed the U.S.
again for causing a breach in the so-
called six-party process, which is de-
signed to persuade Pyongyang to
give up its pursuit of nuclear weap-
ons.

Last week, North Korea ap-
peared to be making a gesture to
keep the six-party process going by
inviting South Korean officials to a
meeting to discuss final deliveries
of energy aid promised to the North
in February 2007.

But in an unexpected move, a
North Korean diplomat began the
meeting with a statement to news re-
porters that sharply criticized the
U.S. The diplomat, Hyun Hak Bong,
said the U.S. had no right to verify
the scope of North Korea’s nuclear
program, which it disclosed in a
written declaration in June.

“The U.S. is insisting that we ac-
cept unilateral demands that had
not been agreed upon,” Mr. Hyun
said. “They want to go anywhere at
any time to collect samples and
carry out examinations with mea-
suring equipment.”

The U.S. is seeking a way to ver-
ify the North’s declaration before
carrying out its next step in the
deal: removing North Korea from a
terrorism blacklist that places trade
sanctions on the country. Mr. Hyun
said the North was restoring its dis-
mantled nuclear plant—its sole
source of fuel for nuclear weapons—
because the U.S. wouldn’t remove it
from the terrorism blacklist.

North Korea
plans to rebuild
its nuclear plant
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U.S. bailout plan faces a debate in Congress

Lehman clients, employees question fund transfers

ter the 1987 crash as the details of
the plan leaked out late last week.

The proposal is posing complex
questions about the role of govern-
ment in financial markets and the
balance of powers between Con-
gress and the executive branch, but
the speed with which it is heading to
passage isn’t providing much room
to consider the ramifications. Giv-
ing lawmakers the biggest pause is
the huge blank check being re-
quested by Treasury with almost no
conditions or new regulation.

Mr. Paulson is asking for borrow-
ing authority to buy mortgage-re-
lated assets from troubled financial
institutions.Inweekendmeetingson
Capitol Hill, there was discussion of
broadening the authority to include
all illiquid assets, which would give
Treasury flexibility to respond to ad-
ditional crises beyond housing. Un-
dertheplan,Treasurywouldholdthe
assetsuntilthemarketstabilizesand
then auction the assets back into the
private market, perhaps in tranches
of $50 billion.

Congressional officials sug-
gested the plan would create a roll-
ing borrowing authority, with the
$700 billion limit acting as a cap.

The department wants to hire
private financial institutions to man-
age the assets and create the neces-
sary entities to make purchases and
issue debt. The proposal also calls
to raise the public debt limit to $11.3
trillion. It would be the second time
this year that ceiling has been lifted.

Treasury wants broad discretion
in the program, in large part be-
cause it is uncertain what it may
need to do as time wears on. If mar-
ket conditions worsen, for instance,
Treasury wants the flexibility to
buy more—or different assets—and
not be constrained by proscriptive
language in a bill.

The administration appears will-
ing to negotiate with Democrats to
get the bill done, in large part be-
cause there is great concern within
Treasury about what will happen if
this doesn’t pass. This plan was
seen as the last-ditch effort to turn
things around—the tool to use when
nothing else worked and the finan-
cial sector had all but ceased to func-
tion.

While Democrats want to in-
clude provisions to assist troubled
borrowers, Treasury sees this pro-

gram as giving it the ability to do
just that, even without precise legis-
lative language. Because Treasury
will own mortgage-backed securi-
ties and whole loans, Mr. Paulson be-
lieves the government will be able
to exert more pressure over mort-
gage servicers to modify terms of ex-
isting loans.

On ABC’s “This Week,” Mr. Paul-
son said “it sure seems to me that as
we buy these mortgage-backed as-
sets, we will have much more lever-
age in working on the kinds of pro-
grams we need to work on.”

Treasury has been working with
the servicers to have them modify
loans on a voluntary basis but will
gain an advantage as the investor in
the loans.

Mr. Paulson, who is scheduled to
testify before House and Senate
committees Tuesday and Wednes-
day, is pressing lawmakers to agree
quickly and move the bill. In an ap-
pearance on Fox News Sunday, Mr.
Paulson said the bill shouldn’t have
additional items larded onto it. “We
want this to be clean and we want
this to be quick and it’s urgent that
we get this done,” Mr. Paulson said.

He left the door open for compro-
mise with lawmakers on some is-
sues, including “a mortgage relief
component,” but was more cautious
on others. Mr. Paulson said the ques-
tion of executive compensation, for
example, was better tackled at a
later date.

Mr. Paulson appeared on four
Sunday news shows to explain and
defend what could become the larg-
est U.S. government intervention
into financial markets since at least

the 1930s. This is a “humbling time”
for the U.S. and the true cost of the
proposal “will be determined by how
quickly the economy recovers and
how quickly housing prices stabi-
lize,” he said.

In the give and take, the biggest
tensions between the White House
and congressional Democratic lead-
ers are emerging over proposals to
limit executive compensation and to
give bankruptcy judges new power
to adjust mortgages of families fac-
ing foreclosure.

One issue of growing con-
cern—in Democratic and Republi-
can ranks—is the level of oversight
of the Treasury plan. Treasury is try-
ing to dictate which committees
should have jurisdiction and how of-
ten the administration must deal
with them. Under the Treasury pro-
posal, the administration would
make a report to the House and Sen-
ate committees on budget, taxes
and financial services within three
months, and then report only twice
a year thereafter.

Democratic leaders raised con-
cerns over the weekend with the
level of oversight, arguing it gives
Congress effectively no role and no
authority to shape the bailout going
forward—despite putting lawmak-
ers on the hook for a potentially ca-
reer-threatening vote.

Among Democratic leaders,
there was discussion Sunday of per-
haps creating a special congres-
sional panel—led by top leaders in
both parties—that would lead over-
sight. More regular reports would
be required, perhaps monthly,
which would require the administra-

tion to provide an accounting of the
bailout to Congress before Election
Day in November, if the Treasury ini-
tiative is approved this coming
week.

Sen. Charles Schumer, the New
York Democrat, said Democrats are
simply trying “to fill in the blanks”
of the Treasury plan. The senator
said Mr. Paulson understands many
lawmakers “want to make sure
there are protections for homeown-
ers,” a message that was reinforced
in a testy conference call Mr. Paul-
son held with more than 150 House
Democrats.

Mr. Schumer said the proposal
needed to better preserve the finan-
cialinterests of taxpayers; should in-
clude more help for homeowners;
and needed mechanisms that would
provide greater oversight and ac-
countability.

On the call late Friday, Mr. Paul-
son “got an earful,” according to one
participant, about the need to help
Main Street America.

Sen. Dodd cut a more concilia-
tory tone in remarks to reporters
Sunday. “We’re all angry about
where we are and there are reasons
we believe why we ended up where
we are today, and there will be a
time to discuss that. But we need to
move quickly but also carefully in
the next few days.”

Perhaps the biggest potential
sticking point is a Democratic pro-
posal to give federal bankruptcy
judges authority to adjust the terms
of mortgages in order to help home-
ownersavoidforeclosure.Whilesup-
ported by several senior Democrats,
including Speaker Nancy Pelosi, that
measure is controversial in Republi-
can ranks .

Uncertain is the fate of a compan-
ion set of Democratic proposals to
boost the economy, such as mea-
sures that would provide loans to the
BigThree U.S.auto companies,home-
heating assistance to low-income
familiesand extended benefits to un-
employed workers. Over the week-
end, there was discussion of adding
those measures to a must-pass
spending bill needed to fund the gov-
ernment beyond Sept. 30, the end of
the fiscal year.
 —Deborah Solomon

and Damian Paletta
contributed to this article.
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By Elizabeth Williamson

WASHINGTON—Titans of the fi-
nancial industry are battling to influ-
encethe government’s financial-res-
cue plan, a package that will create
new winners and losers in the sector.

DemocratsinCongresswantares-
cue package that benefits homeown-
ers at risk for foreclosure, not just
Wall Street. Securities houses don’t
wantexecutivesalarylimitsforbanks
that participate in the rescue.

Credit unions want any mecha-
nism that is created to buy up bad
loans and investments to apply not
only to banks but to them also.
Banks are fighting Treasury plans to
provide federal guarantees for
money market mutual funds.

“They were in such a rush to deal
with this emergency that they just
didn’t have a chance to think
through the extreme long-term ram-
ifications of this,” said Ed Yingling,
president and chief executive of the
American Bankers Association.

In a letter to Treasury Secretary
Henry Paulson, Mr. Yingling warned
that Treasury’s plan to guarantee
money-market mutual funds puts
bank deposits, and thus bankers, at
an unfair disadvantage.

Hoping to stanch an investor re-
treat from the funds, which are gen-
erally considered safe from expo-
sure to mortgage-related debt, the
Treasury Department has decided
to provide guarantees for U.S.
money market mutual funds.

The Treasury will use its $50 bil-
lion Exchange Stabilization Fund,
created in 1934 to provide support
for the dollar, for the guarantees.
The Federal Reserve said it will ex-
pand its own emergency lending ef-
forts to allow commercial banks to
finance purchases of asset-backed
paper from money-market funds.

Mr. Yingling said the Treasury
guarantees are an implied safe-
guard, much like that extended to
Fannie Mae and Freddie Mac, that al-
lowed the two mortgage companies
to borrow at lower rates, something
banks have fought for years.

“Once you’ve done this…if
there’s ever a problem, will they
have to do it again?” he said.

Sen. Evan Bayh (D., Ind.) worries
lobbyists for special interests will
rally “to prevent long-term systemic
reform,” if Congress fails to take on
the broader issues now.

At the same time, he suggested
lawmakers don’t have much choice
but to act fast. “We have to do what it
takes to avoid a catastrophe,” he said.

House Republican staffers met
withroughly15lobbyistsFridayafter-
noon, whose message to lawmakers
was clear: Don’t load the legislation
up with provisions not directly re-
lated to the crisis, or regulatory mea-
sures the industry has long opposed.

“We’re opposed to adding provi-
sions that will affect [or] undermine
the deal substantively,” said Scott
Talbott, senior vice president of gov-
ernment affairs at the Financial Ser-
vices Roundtable, whose members
include the nation’s largest banks,
securities firms and insurers.

A deal killer for the group: a pro-
posal that would grant bankruptcy
judgesnewpowerstolowertheprinci-
pal,interestrateorbothonamortgage
as part of a bankruptcy proceeding.

“If there’s a risk a judge could
change the terms…that will increase
the risk of mortgages [and] increase
the cost,” Mr. Talbott said. “It makes
homes less affordablefor everybody.”

 —Greg Hitt and Damian Paletta
contributed to this article.
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Lehman collects money from its glo-
bal units and then disperses it on a
dailybasis. On the Friday before Leh-
man filed for bankruptcy, Lehman’s
London office was surprised to find
that billions of dollars it expected in
its accounts weren’t there. Lehman’s
London insolvency administrator
PricewaterhouseCoopers LLP is
seeking to have it repaid.

Over the weekend, U.K. Prime
Minister Gordon Brown said he is
working with U.S. authorities to get
billions of dollars returned to the
London unit. “We are asking and
working with the American govern-
ment to get that money back to pay
salaries, not of high-flying finan-
ciers, but of cleaners and people
who are computer operators who
would otherwise be denied their
money,” Mr. Brown said while at-
tending his Labour Party’s annual
conference in Manchester.

Part of the confusion stems from
the fact that Lehman reached an
agreement to sell its U.S. broker-

dealer operations to the U.K.’s Bar-
clays PLC, while its operations else-
where wait to find out whether they
will be shuttered or sold.

Sunday night, much of Lehman’s
European operations were in talks
to be sold. Barclays was bidding as
well as Japan’s Nomura Holdings
Inc. people familiar with the matter
said. A sale would potentially sal-
vage thousands of jobs after the Eu-
ropean unit filed for insolvency pro-
ceedings a week ago.

While a large bank with offices
around the world would be ex-
pected to transfer money among its
operations, Lehman’s moves appear
to go beyond that, people familiar
with the matter said.

The bankruptcy judge hearing
Lehman’s case in New York decided
Saturday that questions about the
transfer of funds shouldn’t delay the
sale of Lehman’s U.S. broker-dealer
and investment bank to Barclays. In
a packed courtroom, after a mara-
thoneight-hour hearingwhere credi-
tors and others complained, Judge

James Peck approved the sale.
Judge Peck said that rejecting

the sale “could prove to be truly di-
sastrous” because of the jobs and
customer accounts at stake. He said
that what was going on inside his
courtroom on the sixth floor of the
federal courthouse in Manhattan—
with the crowd spilling into the hall-
way—was “significant to the mar-
kets, to the U.S. economy, and to the
global economy.”

Because money isn’t being trans-
ferred to Barclays, if any transfers
were inappropriate, they could be
addressed later, he ruled. “In practi-
cal terms, we should be safe.”

PricewaterhouseCoopers, which
is overseeing the insolvency pro-
ceedings of Lehman’s main Euro-
pean unit, Lehman Brothers Interna-
tional (Europe), or LBIE, said in
court filings that an early inquiry
into Lehman’s operations has re-
vealed “substantial transfers of se-
curities out of LBIE which merit
close investigation.”

The firm said it has “identified

more than $8 billion in such funds
that are due to LBIE but that LBIE
does not hold. As the investigation
progresses, it is quite possible the
joint administrators will discover
further transfers that may require in-
vestigation,” according to the Price-
waterhouseCoopers court filing.

PricewaterhouseCoopers is look-
ing at whether Lehman’s movement
of hedge-fund-client money owed to
Lehman’s London unit was proper.

Typically, Lehman would trans-
fer the securities of hedge-fund cli-
ents out of its main European unit to
its U.S. broker-dealer, then to a Leh-
man unit in Luxembourg, and then to
a new prime broker. Then, Lehman
U.S.would sendfundstiedto theorig-
inal securities back to London.

Just before Lehman filed for
bankruptcy, however, securities left
London but the money tied to them
was never returned, Pricewater-
houseCoopers said.
 —David Crawford and

Dana Cimilluca
contributed to this article.
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South Africa’s Mbeki heeds call to resign
Zuma looms large,
but appointee to lead
until 2009 election

By Sarah Childress

South African President Thabo
Mbeki said over the weekend he
would resign, bowing to a request
from his ruling party and setting the
stage for a period of political uncer-
tainty as a caretaker president takes
over.

It falls to the country’s parlia-
ment to replace Mr. Mbeki within a
month’s time. But the new head of
state likely will only serve a short
stint, making way for the winner of
next year’s presidential elections.
That race is expected to go to Jacob
Zuma, the current leader of the rul-
ing African National Congress party
and Mr. Mbeki’s bitter rival.

The leadership vacuum could
spook investors, who have flocked
to South Africa amid today’s com-
modities boom and Mr. Mbeki’s pro-
business policies. The resignation
could also have regional repercus-
sions. Mr. Mbeki had been working
for several months to lock down a
power-sharing agreement between
Zimbabwe President Robert
Mugabe and his rival, opposition
leader Morgan Tsvangirai.

Mr. Mbeki’s ouster comes at a
time when his international reputa-
tion was on the mend thanks to his
work in Zimbabwe. In the face of a
violent election campaign this year
in which dozens of opposition sup-
porters were targeted, Mr. Mbeki re-
fused to publicly denounce Mr.
Mugabe. Instead, his supporters
maintained he was using quiet diplo-
macy to moderate his old friend.

An historic power-sharing ac-
cord earlier this month between
Messrs. Mugabe and Tsvangirai ap-
peared to be evidence that he was
right. When Mr. Mugabe signed the
deal, he made it clear that it was Mr.
Mbeki who finally had convinced
him to do so. With Mr. Mbeki side-

lined, it is unclear whether Mr.
Mugabe will feel compelled to ham-
mer out the final details of the agree-
ment.

At home, Mr. Mbeki’s ouster
comes at a time of economic uncer-
tainty. During his nearly 10-year pres-
idency, the country enjoyed rapid eco-
nomic growth. The growth helped
fuel the expansion of a black middle
class and lured foreign investors.

But the growth has also raised
hurdles the country is struggling to
clear. A gap between the rich and
poor, widened by high unemploy-
ment and rising food and fuel costs,
has created an undercurrent of dis-
sent. Earlier this year, South Africans
in poor townships lashed out against
immigrants whom they blamed for
their poverty.

This year, South Africa was also
hit by power shortages. To protest

the rising cost of living, the coun-
try’s powerful trade unions called
for a day-long, nationwide strike
last month, forcing some
mining operations—a cor-
nerstone of the econ-
omy—to halt production.

Mr. Mbeki has also
drawn fire for his views on
HIV/AIDS. At a time when
his country had one of the
world’s highest infection
rates, Mr. Mbeki main-
tained that it was unclear
whether HIV caused AIDS.
Last year, he fired a deputy
health minister. The dep-
uty was outspoken about South Afri-
ca’s AIDS crisis and had clashed
with the health minister.

On Saturday, the ANC took the un-
precedented move of asking for Mr.
Mbeki’s resignation after considering

allegations that his office meddled in
a corruption case against Mr. Zuma.
The case was dismissed earlier this

month on a technicality. But
the judge suggested that he
believed there might have
been political involvement.
Mr. Mbeki’s office has
strongly denied interfering.

The resignation won’t
be final until it is ratified by
the country’s ANC-domi-
nated parliament, essen-
tially a formality. The parlia-
ment is expected to elect a
new president within 30
days.

Deputy President Phumzile
Mlambo-Ngcuka would have been a
likely choice, but she is loyal to Mr.
Mbeki and is likely to resign with him.
Baleka Mbete, the speaker of parlia-
ment, has also been mentioned. Mr.

Zuma isn’t eligible because he isn’t a
member of parliament or part of the
government’s cabinet.

Mr. Mbeki was elected to succeed
Nelson Mandela when Mr. Mandela
stepped down after his first term.
Throughout much of his time in of-
fice, Mr. Mbeki’s critics charged that
the president was out of touch with
ordinary South Africans.

That perception was critical in
his defeat for the ANC presidency
during party elections in December.
Had he kept hold of the ruling-party
leadership, he would have been in a
strong position to chart the coun-
try’s political future, including
through a possible hand-picked suc-
cessor. Instead, the party chose Mr.
Zuma, an energetic populist with a
humble background. He promised
to address the concerns of the poor-
est South Africans.

Thabo Mbeki

LEADING THE NEWS

By Prasenjit Bhattacharya

NEW DELHI—Steel prices in India
maydrop5% to 10%moreby theendof
October before the market bottoms
out, a senior industry executive said.

“Steel prices have been falling
over the past four weeks, and this
trend will continue on slower de-
mand in China and the Middle East,”
said Robin Banerjee, chief financial
officer of Essar Steel NV.

Mr. Banerjee said prices in India
have fallen 15% over the past month.
EssarSteel,ofAmsterdam,hasplants
intheU.S,Canada,VietnamandIndo-
nesia,butmostofitsproductionfacili-
ties are in India.

Mr. Banerjee said China’s indus-
trialactivityslowedbefore theOlym-
picGameslastmonth,afterthefever-
ishpaceof constructioninthe run-up
to the Games supported demand for
raw materials for several years. Al-
though this slowdown may last
through October, demand could re-
coverlater,hesaidinaninterview.He
said India’s steel prices are still 75%
higher from the same time last year.

Further decline
in price of steel
is likely in India
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BEING A LEADING EUROPEAN PROVIDER OF NATURAL GAS MEANS WE CAN PROMISE YOU GREATER SECURITY OF SUPPLY.
Natural gas is a key development priority at GDF SUEZ. To make sure we transport it as efficiently as possible, we use

a technology that allows us to reduce the volume of natural gas by up to 600 times. This level of performance enables us to
diversify our sources of supply and provide you with energy that emits little carbon, is more competitive and always available.

Let’s rediscover energy. Energy that’s more reliable, more respectful and better consumed. www.gdfsuez.com
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Anticipating—and averting—a crisis
Corporate boards
intensify efforts
to scrutinize risks

Y
OUR JOB can
make you crazy.
But can it make

you healthy? That’s the
idea behind the nascent
movement in corporate
“wellness programs,”
whereby employers try
to encourage their work-
ers to exercise, eat well
and get preventive medi-

cal care. One potential hurdle: Often employees
don’t participate in these efforts unless the em-
ployer provides work time during the day to exer-
cise.

J
OB SEEKERS should es-
tablish a strong support
system at home and

make sure their family is
aware they are expecting a
life-altering phone call, said
Laura DeCarlo, one of the au-
thors of the book “Job
Search Bloopers: Every Mis-
take You Can Make on the
Road to Career Suicide ...
and How to Avoid Them.” If

that’s impossible on a home line, then set up a voice
mailbox, call forwarding or special ringtone on a
cell phone.

Other examples in the book, drawn from stories
told by resume writers and career coaches, include
going to job fairs unprepared and overdressing for
job interviews.  —Associated Press
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Some ways to avert panic mode after a layoff

By Joann S. Lublin

And Cari Tuna

T HIS MONTH’S meltdown of
several financial giants ex-
posed a serious flaw in corpo-

rate governance: Many U.S. boards
don’t cope well with a crisis. But
some directors are now ratcheting
up efforts to anticipate, and avert,
trouble.

Too many boards are stocked
with poorly prepared directors,
who fail to ask enough tough ques-
tions or adequately scrutinize man-
agement, governance specialists
say.

In the wake of the financial tur-
moil, more boards will ask them-
selves, “Are we well prepared for
the unforeseen crisis?” predicts
Jerry W. Levin, former chairman of
retailer Sharper Image Corp. and a
director on four public-company
boards.

Few corporate boards are well-
equipped to deal with the issues
some financial companies faced re-
cently, when storied firms such as

Lehman Brothers Holdings Inc. and
Merrill Lynch & Co. had only days to
seek rescue plans or mergers. But
the governance experts say those
boards, and others, could have
taken steps months ago to spot dan-
ger signs.

The issues frequently start with
who’s sitting in the boardroom.
Just three of Lehman’s 10 outside di-
rectors have direct experience in
the financial-services industry.
“For an extremely complex finan-
cial institution like Lehman, that
set of directors probably wasn’t the
best group to populate its
board—or help prevent its col-
lapse,” contends Charles Elson,
head of the Weinberg Center for
Corporate Governance at the Uni-
versity of Delaware business
school. A Lehman spokesman de-
clined to comment.

One common vulnerability is as-
sessing corporate risk. In 2006 and
2007, when Lehman was amassing
mortgage-backed securities and
questionable real-estate loans, the
risk committee of its board met
twice each year, regulatory filings
show. A person close to the board
says risk was discussed at four com-
mittee meetings and 25 board meet-
ings in 2008.

Now, more boards may take a big-
ger role in risk management. Dur-
ing a Sept. 9 roundtable held by the
National Association of Corporate

Directors, 24 chairmen of audit com-
mittees agreed “the whole board
needed to be engaged” in monitor-
ing risk, an association official says.

One company where directors ac-
tively assess risks is Tyco Interna-
tional Ltd., which survived a scan-
dal earlier in the decade. Soon after
former DuPont Co. Chief Executive
Jack Krol joined the Tyco board in
2002, the company faced a liquidity
crisis following accusations that
former CEO L. Dennis Kozlowski
and another ex-top executive had
looted the conglomerate of nearly
$600 million.

As lead independent director,
Mr. Krol created a risk-assessment
process for the board. He and one or
two fellow directors visited each
business unit once a year. They
spent a day with a unit’s leaders, re-
viewing a 10-item checklist of risks
and proposed remedies. The full
board then discussed their find-
ings.

Among other things, initial vis-
its uncovered a handful of payoffs
to foreign officials, which could
have led to sanctions against the
company. “We were able to nip [it]
in the bud,” Mr. Krol says. “It could
have been a big crisis.”

But Tyco appears to be an excep-
tion. Mr. Krol says he has tried, with-
out success so far, to persuade direc-
tors on two other corporate boards
where he serves to embrace similar

risk-assessment strategies.
A growing number of boards are

creating emergency-communica-
tions systems, with secure Web
sites, document sharing and online
board meetings, says Joe Ruck,
chief executive of BoardVantage
Inc., a Menlo Park, Calif., company
that offers such systems.

Other boards conduct scenario
planning to prepare for crises. “You
imagine the worst things that could
happen,” and craft a playbook, ex-
plains Fred Crawford, chief execu-
tive of AlixPartners LLP, a South-
field, Mich., turnaround firm that of-
ten advises companies during cri-

ses. Mr. Crawford estimates that a
minority of U.S. corporate boards
pursue extensive scenario plan-
ning.

The board of Reynolds American
Inc. takes scenario planning to an
extreme. During a mock board meet-
ing in July, directors and executives
of the tobacco maker simulated the
death of Chairman and Chief Execu-
tive Susan M. Ivey in a plane crash.

The company’s head of human re-
sources made a presentation about
possible internal successors for
Ms. Ivey. Maura Payne, vice presi-
dent of communications, says she
distributed mock press releases
and other materials to alert regula-
tors, investors and employees
about Ms. Ivey’s “death” and re-
placement.

The two-hour simulation ex-
posed gaps in Reynolds’s emer-
gency-succession plan, recalls
Betsy Atkins, a board member and
venture capitalist. For example,
Ms. Atkins says, the board hadn’t
previously considered whether it
would want Ms. Ivey’s successor to
be both chairman and CEO. Direc-
tors also debated whether they
would name one of their own as in-
terim chief executive.

The board found it easier to air
such issues “without the intense
emotion of facing the [actual] loss
of a CEO,” Ms. Atkins notes. “We
ended up feeling better prepared.”

WSJ.com subscribers can read more about how
some companies are trying to boost workers’
health, at WSJ.com/Juggle.

H
AVE the Masters
of the Universe
lost their super-

powers? Novelist Tom
Wolfe used the term to
describe Wall Streeters
with too much money
and not enough humility.

If the saga on Wall
Street follows the typical
superhero plot line, their

loss of power will be only temporary. Any humility
experienced by once high-flying investment bankers
is likely to pass once the market recovers.

Fordham Law School Prof. Steve Thel, a former
Securities and Exchange Commission enforcement
lawyer, believes improved regulation would change
behavior and prevent the excessive risks that led to
the current crisis.  —Reuters

Prepare your home setup
to take important calls
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By Toddi Gutner

Ramping up to land a new job
quickly after a layoff, a downsizing,
a meltdown or a takeover takes
thoughtful planning despite the ur-
gency of the task. “The trick to a suc-
cessful transition is not to panic,”
says Doug Matthews, president and
CEO of Right Management, a human-
resources consulting and profes-
sional staffing company in Philadel-
phia. “You don’t want to hit the mar-
ket in a chaotic fashion.”

n Take stock of your finances.
Identify and prioritize your bills
and debt. An immediate need for
cash flow may require you to take a

temporary assignment. “It can give
you a sense of productivity and give
you some good experience,” says
Mr. Matthews.

n Create a search strategy. De-
spite the need to mobilize a quick
job search, “you don’t want to send
out a bunch of things into the mar-
ketplace without any thought be-
hind it,” says Mr. Matthews. Take
some time to create a thoughtful
and measured approach to your job
hunt. Be specific about the position
you want and target the companies
where you want to work. If there is
an onslaught of professionals in
your field looking for work—as is
likely the case in financial services—

think creatively about where to ap-
ply for your next position.

n Determine your worth. Con-
duct research with executive recruit-
ers, career coaches and others in
similar positions to the one you’re
seeking to determine what salary
and benefits you can request. If you
happen to be in an industry that is in
general contraction, make a check-
list of your skills and identify those
that are transferable to industries
in a growth mode.

n Practice your pitch. No mat-
ter how quickly you need to land a
job, make sure you take at least 72
hours to process your emotional re-
action to job loss. You don’t want to

jump in immediately, but rather
practice your pitch until it is devoid
of as much anxiety and negative
emotion as possible.

n Network, network, network.
About 42% of people found their job
through a networking contact, ac-
cording to a Right Management sur-
vey. Make a list of contacts from
your college or university and
former companies, to charities and
volunteer organizations. Reach out
and tell them what kind of position
you would like, but “never ask any-
one for a job,” says Mr. Matthews.
“Instead ask them for information
and referrals.”

7
JOB HUNTING

Be prepared!
Ways that corporate boards can get
ready for crises:

n Pick directors with temperament,
skills and experience to spot warn-
ing signs

n Engage in regular scenario plan-
ning

n Choose independent law firm as
future crisis adviser

n Create an effective risk-manage-
ment committee

n Appoint a nonexecutive chairman

n Develop and practice an emer-
gency communications system

n Prepare for special committee to
explore crisis’s cause and remedies

Source: WSJ reporting

MANAGING
WSJ.com

7
WORKPLACE WSJ.com

Corporate efforts to keep
employees fit, healthy

Will Wall Street’s masters
learn a lesson in humility?
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F
RENCH LUXURY-GOODS
company LVMH Moët
Hennessy Louis Vuit-

ton SA named Norwegian de-
signer Peter Dundas as artis-
tic director of its Italian fash-
ion house Emilio Pucci.

Mr. Dundas, who previ-
ously designed for Emanuel
Ungaro, will take over at
Pucci on Oct. 1. He succeeds
Matthew Williamson, a Brit-
ish designer who followed

Christian Lacroix as Pucci’s artistic director and is
leaving after three years.

Mr. Dundas, currently collaborating with French
fur and luxury-goods company Revillon on its fur col-
lection, spent three seasons as artistic director at Un-
garo. He left the label last year.  —Associated Press

Z
URICH Financial Ser-
vices AG said it closed a
deal to buy 50% of the

life insurance, pension and
general insurance operations
of Banco Sabadell SA ahead
of plan. The acquisition pro-
pels the Swiss company to a
leading position in Spain,
one of Europe’s fastest-ex-
panding insurance markets.

When it announced the
transaction in July, Zurich Fi-

nancial said it would take full operational control of
the Sabadell insurance business, although the Span-
ish bank would retain a 50% stake in the operations.

Zurich Financial said it appointed Jochen
Schwarz, head of its bancassurance business, to be
chairman of the joint venture with Sabadell.
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Zurich Financial closes
deal with Banco Sabadell

A
IRBUS still ex-
pects to sell
about 850 air-

craft this year despite
gloom in the airline in-
dustry. The unit of Eu-
ropean Aeronautic De-
fence & Space Co., re-
ported 754 total or-
ders over the first

eight months of the year, or 708 net orders after al-
lowing for cancellations.

Chief Commercial Officer John Leahy said the rate
of sales “has dramatically shifted downward” as air-
lines deal with weakening traffic, rising fuel costs
and tight credit. While the dollar has firmed recently,
he said, its relatively low level against the euro “is
still a problem” for Airbus, which sells planes in dol-
lars but books most costs in euros. —David Pearson
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France’s LVMH names
artistic director for Pucci
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New natural-gas facility
by Edison arrives in Italy

Attacks curb Shell output
Nigerian militants
force facility closure;
second worker killed

Since Sept. 14, MEND has launched seven attacks against Shell-operated oil and
natural-gas facilities in the Niger Delta, the country’s main oil-producing region.

7
LUXURY GOODS

7
BANKING

7
AEROSPACE

By Spencer Swartz

London

R OYAL DUTCH SHELL PLC
warned Friday that a series of
oil-facility attacks last week

in Nigeria have substantially re-
duced the company’s oil and natural-
gas production in the West African
country and will hurt earnings.

Shell said Friday that militants
killed a second person, an employee
of the Shell-operated consortium in
Nigeria. The company confirmed
early last week that a guard was
killed in a separate attack and reiter-
ated that it was evacuating some
staff from production facilities.

The Anglo-Dutch oil major said it
was concerned about the damage to
the facilities, but didn’t provide an
estimate on the total amount of oil
and natural-gas output shut down
as a result or how long closures
might last. Nigerian oil officials put
Shell’s production losses the past
week at about 150,000 barrels a day.

“This will ultimately add up to in-
creased equipment downtime, re-
pair and remediation costs and de-
ferred earnings for Nigeria and the
joint-venture partners,” Shell said.

Nigeria, an important oil-produc-
tion market for the company, ac-
counted for about $1 billion, or 4%,
of Shell’s $25 billion net profit in
2007, according to investment bank
Oppenheimer & Co.

Shell’s Class B shares in London
closed Friday at £15.95 ($29.28)
each, up 3.5%, or 54 pence, mirror-
ing the rise in many stock indexes,
after initially trading lower.

Oppenheimer analyst Fadel
Gheit played down Shell’s announce-
ment, saying the company has seen
this level of violence in Nigeria be-
fore. Mr. Gheit said he expects
record oil prices this summer to
push the company’s third-quarter
net profit to $2.78 a share, which
would be a quarter record for Shell.

But late Friday, things got worse
for Shell as it announced a second
force majeure, which means the
company is unable to provide a num-
ber of customers with Nigerian
crude because of the recent attacks.

Shell said the policy would re-
main in place until further notice,
but didn’t say what new oil volumes
are affected. In late July, Shell called
a separate force majeure, which re-
mains in place and gives the com-
pany legal protection for not honor-
ing its contractual commitments.

Nigeria’s main militant group—
the Movement for the Emancipa-
tion of the Niger Delta—said it
bombed another Shell-operated
pipeline late Friday. Shell was inves-
tigating that claim at the weekend.

MEND declared a unilateral
cease-fire in the southern oil region
Sunday, ending the worst spate of
militant attacks in years to hit Afri-
ca’s oil giant. It said it was ceasing
hostilities immediately after ap-
peals from elders and politicians in
the region. But the group said it
would launch another spate of re-
prisal attacks in the event of an-
other military raid on one of the
group’s base camps.

Clashes between MEND and the
military helped precipitate the re-
cent attacks on oil infrastructure,
coming less than a month after Nige-

rian President Umaru Yar’Adua re-
shuffled his military leaders.

Some analysts say Mr. Yar’Adua
may be taking a more forceful ap-
proach to MEND, which comprises
various factions, and other criminal
groups that have had a free hand the
past few years, bombing pipelines
and crude-gathering stations and
kidnapping foreign oil workers for
ransom. A tougher line could
worsen tensions and problems for
the government, foreign energy
companies, and the region’s people.

MEND has launched seven at-
tacks against Shell-operated oil and
natural-gas facilities since Sept. 14
in the Niger Delta, the country’s
main oil-producing region. Crude
prices have so far had a muted reac-
tion to the violence, as market con-
cerns have focused on the health of
oil demand. Militants also targeted
a Chevron Corp. oil facility early in
the week, though production wasn’t
affected.

MEND and lesser-known mili-
tant groups see their actions—
which have cost the government
and companies several billions of
dollars in oil revenue the past few
years and worsened environmental
pollution—as retaliation for years
of ineffective government that has
failed to improve circumstances for
millions of impoverished Nigerians
in the delta despite the area’s oil and
gas resources.
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Airbus expects to sell
850 aircraft this year

By Liam Moloney

And Sofia Celeste

ROME—Edison SpA said a new
offshore regasification terminal
reached Italy on Saturday, creating
a natural-gas route into the Euro-
pean Union that aims to reduce Ita-
ly’s dependency on Russian imports.

The liquefied-natural-gas facil-
ity, based near the northeastern Ital-
ian town of Rovigo, will receive gas
shipments from tankers arriving via
the Adriatic Sea from Qatar for 25
years. Once the terminal comes on-
line, it will have a capacity repre-
senting about 10% of Italy’s gas de-
mand, helping Edison wean itself off
the gas supplies it currently re-
ceives from larger rival Eni SpA.
The capacity boost could help Italy
reduce its energy dependency on
Russia, which has often wielded its
natural-gas supplies to influence Eu-
ropean foreign policy.

“I would say this is extremely im-
portant for both Italy and the Euro-
pean Union,” Chief Executive Um-
berto Quadrino said. “Italy’s gas sup-
ply for the last years has not been ad-
equate. This new terminal provides
a fundamental contribution for Italy
and opens a new path” for European
gas imports.

The facility—45% owned by
Exxon Mobil Corp., 45% by Qatar Pe-
troleum and 10% by Edison—will
have an annual capacity of eight bil-
lion cubic meters. Edison said the
terminal will receive its first LNG
cargo and commence the cool-down
process in the first quarter of 2009
with the first gas send-out expected
a month or so after the cool-down.

“We have now a infrastructure
which contributes to solve the
safety of the national energy system
and diversifies the supply source,”
Mr. Quadrino said.

Mr. Quadrino attended a cere-
mony Saturday with Italian Prime
Minister Silvio Berlusconi, along
with Italian Industry Minister Clau-
dio Scajola and U.S. Ambassador to
Italy Ronald P. Spogli, near Rovigo
to mark the arrival of the terminal.

Edison, which is controlled by
Electricité de France SA and Italian
municipal utility A2A SpA will have

access to 80% of the terminal’s gas,
or 6.4 billion cubic meters annually.

The Milan-based company is
seeking new sources to free itself
from gas sold by Eni. Italy has only
the Panigaglia LNG terminal, owned
by Eni’s Snam Rete Gas SpA, and
which is more than 30 years old.

Edison is at the forefront of Ita-
ly’s drive to reduce the country’s de-
pendency on Russian gas, which pro-
vides about one-third of imports. Al-
geria provides about another third.

Edison owns a stake in Galsi, the
company building a gas pipeline
that will connect Italy and Algeria
via the island of Sardinia. The pipe-
line, expected to be operational in
2012, will initially transport eight
billion cubic meters of Algerian gas
a year. Edison has signed for an an-
nual supply of two billion cubic
meters. Mr. Quadrino said the final
investment decision for Galsi will be
made in 2009.

Furthermore, Edison is invest-
ing in a pipeline, known as IGI, con-
necting Italy to the Caspian area via
Greece and Turkey, to be in opera-
tion by the end of 2012 as part of the
EU’s push to diversify away from
Russian dependency.

An initial intergovernmental
agreement signed by Italy and
Greece in 2005 was followed by one
signed by Italy, Turkey and Greece
in July 2007 and by one between It-
aly and Azerbaijan in December, for
the transit corridor to transport nat-
ural gas from the Caspian Basin by
way of Turkey and Greece, which
have shared a pipeline connection
since November 2007.

Mr. Quadrino said a final four-
way political agreement between It-
aly, Greece, Turkey and Azerbaijan
could be signed in coming months
for gas transport. After this, Edison
hopes to sign a contract for gas sup-
ply with Azerbaijan by year’s end.

Europe’s demand for gas is fore-
cast to grow by an average yearly
1.8% between 2007 and 2020, when
it should reach 720 billion cubic
meters annually, according to Edi-
son data. As European domestic out-
put will decline with depleted fields,
gas imports in the EU are expected
to double to 500 billion cubic
meters in 2020 from 2006.
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Crisis forces revamp of banks’ campaigns
Spots seek to comfort,
while others are held;
24-hour deadline

Milk scandal sours China’s image campaign

7 7

By Suzanne Vranica

And Stephanie Kang

W
ALL Street’s melt-
down has left Madi-
son Avenue scram-
bling to amend ad
messages in hopes

of calming investor fears—and, in
some cases, to seize on the drama to
win new business.

Monday, OppenheimerFunds is
kicking off a $20 million ad effort.
But last week’s financial-market cri-

sis threw a monkey
wrench into the
firm’s plans. While

the campaign’s theme—highlight-
ing the company’s ability to help cus-
tomers make sense of the market—
jibed with the current upheaval, Op-
penheimer decided to delay two of
the TV ads until the markets settle
down.

The spot Oppenheimer is going
with features a woman on an escala-
tor. “At Oppenheimer, we follow
proven principles like investing for
the long term so you can ride out the
market’s ups and downs,” says a
voice-over.

The two ads that are being
pushed back for now are a spot that
promotes retirement and another
that is largely about asset allocation
and balancing risk and reward.
Those two ads are “more about tak-
ing proactive steps to adjust a port-
folio and make an investment deci-
sion, and I think at this point we
need to wait a few weeks,” says
Bruce Dunbar, director of corporate
communications at Oppenheimer.
Right now, Mr. Dunbar says, “people

will be thinking about how they are
going to readjust in the short term,
versus thinking about long term.”

Oppenheimer wasn’t alone in
having to do some last-minute rejig-
gering of ads. About two weeks ago,
insurance giant Zurich Financial
Services Group began thinking of
how the economic environment
might affect its marketing message,
particularly a new $300 million glo-
bal campaign also kicking off Mon-
day. The ads are running in about
140 countries.

While Zurich’s ad effort always
intended to focus on how to better
help consumers with insurance,
Arun Sinha, Zurich’s chief market-
ing officer, wanted to directly ad-
dress the recent economic turmoil.
The company went through its en-
tire campaign, including 130 print
ads and 53 different versions of a TV
spot looking for appropriate spots.
It was too late to change the TV ads,
but Mr. Sinha decided to kick off the
campaign with new print ads in key
markets like the U.S., the U.K., Ger-

many and Italy.
He says he gave his ad agency 24

hours to come up with a new print
ad that would reassure consumers
about the current crisis. The new
ads, crafted by Publicis, say the com-
pany is “here to give you real help in
an uncertain world, backed by the fi-
nancial strength and stability of the
Zurich American Insurance Com-
pany.…It’s help that’s here now.”
The ads will run in newspapers like
The Wall Street Journal and the Fi-
nancial Times.

The original print campaign
talked about how Zurich can solve
specific problems like getting a car
repaired quickly after an accident.

Some companies have worked
quickly to turn the trouble into a
business opportunity. The Wall
Street Journal crafted an ad, which
ran last week, that pushes subscrip-
tions. “Critical Insight in Challeng-
ing Time,” read the ad’s headline.
The print ad also noted that the
Journal would be an “indispensable
guide” as the “financial world faces
its biggest crisis in decades.”

The newspaper “wanted to capi-
talize on strong newsstand sales
and push out an attractive subscrip-
tion offer,” says Jim Richardson,
Dow Jones’s vice president of brand
and consumer insights.

It’s not just revamping the cre-
ative that is keeping ad agencies
busy in the crisis. Havas’s Euro
RSCG is “fielding round-the-clock re-
search” to figure out how consum-
ers are feeling, says Andrew Benett,
co-president of Euro’s New York
arm. The firm works on behalf of sev-
eral financial companies, such as
Charles Schwab and Oppenheimer.

Madison Avenue ad executives
say that while some companies will
be quick to jump in to reassure con-
sumers and investors, it isn’t a strat-
egy for everyone. Some firms, they
say, will be leery about telling the
public that things are OK, just in
case they eventually become en-
gulfed in the downward slide.

So far, there hasn’t been a rash of
companies pulling ads entirely off
the air. While American Interna-
tional Group pulled some corporate
ads last week, others remain com-
mitted to riding out the storm. Mr.
Sinha says that Zurich never consid-
ered pulling back ads and that it is
as important as ever to show con-
sumers that the company is “strong
and that we are here for them.”

By Geoffrey A. Fowler

HONG KONG—Talk about bad
timing. On Sept. 10, a news release
announced plans for an ambitious
ad campaign commissioned by Chi-
na’s commerce ministry aimed at
burnishing the reputation of prod-
ucts made in China.

Since then, China has become em-
broiled in one of its biggest product-
safety scandals ever. Some of the
country’s biggest dairy companies
have been implicated in contamina-
tion of baby formula with the indus-
trial chemical melamine, which has
been linked to an unusual spate of
kidney stones in thousands of ba-
bies and has claimed as many as
four lives.

The goal of China’s international
TV and print campaign was to
change perceptions in the Western
world by “emphasizing the good
quality and safety of Chinese made

products,” according to the release
by DDB Guoan, a joint venture of Om-
nicom Group ad agency DDB World-
wide.

So far, the agency has released
only a logo, built around the word
“enjoy.”

DDB, which had said the cam-
paign was slated to launch in inter-
national media in October, declined
to comment. China’s Ministry of
Commerce didn’t reply to requests

for comment.
China’s overall reputation ap-

peared to get a boost from Beijing’s
hosting of the Olympic Games. Ac-
cording to an online survey con-
ducted by Nielsen Co. of viewers in
16 countries after the Games’ clos-
ing ceremony, seven in 10 said
Beijing appeared more modern and
high-tech than they had expected.

But in recent years, the reputa-
tion of Chinese products has taken a

beating from previous controver-
sies over American pet food with
Chinese ingredients containing
melamine and lead-tainted toys
made in China.

Countries often turn to market-
ing campaigns to promote their ex-
ports or attract investment. Govern-
ments in Japan and Korea, for in-
stance, actively advertise those
countries as tourism and invest-
ment destinations.

But it was mostly the success of
individual brands such as Sony and
Samsung that transformed their rep-
utations from low-cost manufactur-
ers to creators of the world’s best
technology. That process took de-
cades.

“Samsung’s reputation had a big
influence on the perception that
people have of South Korea,” said
Chris Reitermann, the managing di-
rector of WPP Group’s direct-mar-
keting agency OgilvyOne Beijing.

China, on the other hand, has
very few of its own strong global
brands that can help convince West-
ern consumers that the whole coun-
try produces quality goods. Lenovo,
the world’s fourth largest maker of
computers, largely hides its Chinese
heritage in its advertising outside of
China.

“If they want to promote the im-
age of China brands, then the idea
should be focused on ‘Created in
China,’ ” said Michael Wood, the
China chief executive of Publicis
Groupe ad agency Leo Burnett. “If
long-term the government wants to
move up the value chain they need
to focus on convincing the world of
China’s innovation in research, its
technological capacity and its his-
tory of invention,” he said.

In any case, advertising isn’t
likely to help cope with the milk cri-
sis. Instead, public-relations ex-
perts say China has to prove it has
taken effective and transparent
steps to deal with the problem and
keep it from happening again.

Ugly side of leverage
haunts banks
Goldman and Morgan need
to reduce risks > Page 32

ADVERTISING

Oppenheimer is keeping this TV spot for its $20 million ad campaign but decided to delay two spots until markets settle down.

The DDB ad campaign aims to burnish the reputation of products made in China.

WSJ.com

Some directors are ratcheting up
efforts to anticipate—and avert—trouble
Governance experts say a common vulnerability
is the ability to assess corporate risk > Page 30

BizTech blog
What employees
really do online
> WSJ.com/BizTech
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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.

2.72% 12 World -a % % 241.70 5.72% –20.7% 4.07% 17 U.S. Select Dividend -b % % 844.95 5.78% –7.7%

2.72% 12 Stoxx Global 1800 220.30 5.55% –22.1% 237.07 5.78% –20.3% 3.95% 15 Infrastructure 1546.40 4.05% –16.5% 2124.06 4.28% –14.6%

3.43% 11 Stoxx 600 278.20 8.34% –26.2% 299.32 8.57% –24.5% 1.72% 12 Luxury 886.00 5.99% –25.3% 1082.19 6.22% –23.7%

3.52% 11 Stoxx Large 200 299.40 8.51% –26.0% 320.45 8.74% –24.4% 1.63% 11 BRIC 50 375.80 13.75% –22.5% 516.22 13.99% –20.8%

2.87% 13 Stoxx Mid 200 250.00 7.68% –26.2% 267.53 7.91% –24.6% 9.19% 5 Africa 50 886.80 4.22% –15.2% 810.92 4.45% –13.3%

3.17% 11 Stoxx Small 200 157.60 7.32% –27.8% 168.52 7.55% –26.2% 7.47% 9 GCC 40 842.40 0.15% –9.6% 770.29 0.37% –7.6%

3.41% 10 Euro Stoxx 306.80 8.27% –26.7% 330.14 8.50% –25.0% 3.18% 11 Sustainability 898.90 6.78% –23.7% 1093.34 7.01% –22.1%

3.51% 10 Euro Stoxx Large 200 328.50 8.46% –27.1% 351.22 8.69% –25.5% 2.22% 13 Islamic Market -a % % 1998.23 4.53% –16.9%

2.88% 13 Euro Stoxx Mid 200 281.80 7.55% –23.9% 301.21 7.78% –22.2% 2.54% 12 Islamic Market 100 1751.50 3.45% –19.2% 2159.56 3.68% –17.4%

3.02% 12 Euro Stoxx Small 200 171.10 6.98% –26.3% 182.81 7.21% –24.6% 6.07% 7 Islamic Turkey -c 2354.60 11.53% –22.7% % %

7.99% 7 Stoxx Select Dividend 30 1856.30 12.14% –40.9% 2288.67 12.38% –39.5% 2.11% 14 Wilshire 5000 % % 12882.14 4.31% –16.0%

5.40% 7 Euro Stoxx Select Div 30 2099.40 13.03% –37.0% 2598.45 13.27% –35.6% % DJ-AIG Commodity 167.60 1.83% –3.2% 175.38 2.05% –1.0%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 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 1.2116 2.2198 1.0945 0.1828 0.0478 0.2124 0.0113 0.3472 1.7475 0.2343 1.1522 ...

 Canada 1.0516 1.9266 0.9500 0.1586 0.0415 0.1843 0.0098 0.3013 1.5167 0.2033 ... 0.8679

 Denmark 5.1716 9.4751 4.6719 0.7801 0.2040 0.9065 0.0484 1.4819 7.4590 ... 4.9181 4.2684

 Euro 0.6933 1.2703 0.6263 0.1046 0.0274 0.1215 0.0065 0.1987 ... 0.1341 0.6593 0.5722

 Israel 3.4900 6.3941 3.1528 0.5264 0.1377 0.6117 0.0327 ... 5.0336 0.6748 3.3189 2.8804

 Japan 106.7850 195.6461 96.4678 16.1078 4.2130 18.7175 ... 30.5979 154.0160 20.6483 101.5501 88.1350

 Norway 5.7051 10.4526 5.1539 0.8606 0.2251 ... 0.0534 1.6347 8.2285 1.1032 5.4254 4.7087

 Russia 25.3464 46.4384 22.8975 3.8233 ... 4.4428 0.2374 7.2627 36.5571 4.9011 24.1038 20.9197

 Sweden 6.6294 12.1461 5.9889 ... 0.2616 1.1620 0.0621 1.8996 9.5616 1.2819 6.3044 5.4716

 Switzerland 1.1070 2.0281 ... 0.1670 0.0437 0.1940 0.0104 0.3172 1.5966 0.2140 1.0527 0.9136

 U.K. 0.5458 ... 0.4931 0.0823 0.0215 0.0957 0.0051 0.1564 0.7872 0.1055 0.5190 0.4505

 U.S. ... 1.8321 0.9034 0.1508 0.0395 0.1753 0.0094 0.2865 1.4423 0.1934 0.9510 0.8253

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 542.25 15.00 2.84% 799.25 258.50
Soybeans (cents/bu.) CBOT 1143.50 27.50 2.46 1,636.75 622.00
Wheat (cents/bu.) CBOT 718.00 25.25 3.64 1,284.25 430.00
Live cattle (cents/lb.) CME 103.250 1.525 1.50 115.325 96.900
Cocoa ($/ton) ICE-US 2,690 34 1.28 3,273 1,845
Coffee (cents/lb.) ICE-US 133.10 2.65 2.03 178.90 123.40
Sugar (cents/lb.) ICE-US 13.64 0.18 1.34 15.85 9.89
Cotton (cents/lb.) ICE-US 62.52 1.76 2.90 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,259.00 74 3.39 3,665 2,020
Cocoa (pounds/ton) LIFFE 1,512 unch. unch. 1,706 979
Robusta coffee ($/ton) LIFFE 2,129 37 1.77 2,747 1,711

Copper (cents/lb.) COMEX 317.65 11.05 3.60 404.50 220.00
Gold ($/troy oz.) COMEX 864.70 –32.30 –3.60% 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1247.50 –22.50 –1.77 2,155.00 601.00
Aluminum ($/ton) LME 2,514.00 –12.00 –0.48 3,340.00 2,390.00
Tin ($/ton) LME 17,080.00 80.00 0.47 25,450 14,545
Copper ($/ton) LME 6,866.00 –14.00 –0.20 8,811.00 6,335.00
Lead ($/ton) LME 1,840.00 30.00 1.66 3,875.00 1,564.00
Zinc ($/ton) LME 1,735.00 2.00 0.12 3,169.50 1,638.00
Nickel ($/ton) LME 16,750 –340 –1.99 34,050 16,750

Crude oil ($/bbl.) NYMEX 102.75 5.21 5.34 148.47 57.75
Heating oil ($/gal.) NYMEX 2.9173 0.1149 4.10 4.2500 1.9895
RBOB gasoline ($/gal.) NYMEX 2.5443 0.1164 4.79 3.5475 1.9605
Natural gas ($/mmBtu) NYMEX 7.848 –0.078 –0.98 13.998 4.750
Brent crude ($/bbl.) ICE-EU 100.79 4.38 4.54 150.12 54.51
Gas oil ($/ton) ICE-EU 906.50 6.50 0.72 1,354.00 686.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 19
Per In

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

Argentina peso-a 4.4956 0.2224 3.1170 0.3208

Brazil real 2.6416 0.3786 1.8315 0.5460
Canada dollar 1.5167 0.6593 1.0516 0.9510

1-mo. forward 1.5157 0.6597 1.0509 0.9516
3-mos. forward 1.5157 0.6598 1.0509 0.9516
6-mos. forward 1.5169 0.6592 1.0517 0.9508

Chile peso 790.74 0.001265 548.25 0.001824
Colombia peso 3000.20 0.0003333 2080.15 0.0004807
Ecuador US dollar-f 1.4423 0.6933 1 1
Mexico peso-a 15.3208 0.0653 10.6225 0.0941
Peru sol 4.2961 0.2328 2.9787 0.3357
Uruguay peso-e 29.964 0.0334 20.775 0.0481
U.S. dollar 1.4423 0.6933 1 1
Venezuela bolivar 3097.05 0.000323 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.7475 0.5722 1.2116 0.8254
China yuan 9.8630 0.1014 6.8384 0.1462
Hong Kong dollar 11.2180 0.0891 7.7779 0.1286
India rupee 66.101 0.0151 45.830 0.0218
Indonesia rupiah 13522 0.0000740 9375 0.0001067
Japan yen 154.02 0.006493 106.79 0.009365

1-mo. forward 153.50 0.006515 106.43 0.009396
3-mos. forward 152.84 0.006543 105.97 0.009437
6-mos. forward 151.85 0.006586 105.28 0.009498

Malaysia ringgit-c 4.9925 0.2003 3.4615 0.2889
New Zealand dollar 2.1023 0.4757 1.4576 0.6861
Pakistan rupee 112.319 0.0089 77.875 0.0128
Philippines peso 67.067 0.0149 46.500 0.0215
Singapore dollar 2.0605 0.4853 1.4286 0.7000
South Korea won 1644.94 0.0006079 1140.50 0.0008768
Taiwan dollar 46.399 0.02155 32.170 0.03108
Thailand baht 49.276 0.02029 34.165 0.02927

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

Euro zone euro 1 1 0.6933 1.4423
1-mo. forward 1.0003 0.9997 0.6935 1.4419
3-mos. forward 1.0024 0.9976 0.6950 1.4389
6-mos. forward 1.0065 0.9936 0.6978 1.4330

Czech Rep. koruna-b 24.006 0.0417 16.644 0.0601
Denmark krone 7.4590 0.1341 5.1716 0.1934
Hungary forint 239.59 0.004174 166.12 0.006020
Malta lira 0.4225 2.3668 0.2929 3.4137
Norway krone 8.2285 0.1215 5.7051 0.1753
Poland zloty 3.2978 0.3032 2.2865 0.4373
Russia ruble-d 36.557 0.02735 25.346 0.03945
Slovak Rep. koruna 30.2696 0.03304 20.9870 0.04765
Sweden krona 9.5616 0.1046 6.6294 0.1508
Switzerland franc 1.5966 0.6263 1.1070 0.9034

1-mo. forward 1.5941 0.6273 1.1053 0.9048
3-mos. forward 1.5903 0.6288 1.1026 0.9070
6-mos. forward 1.5887 0.6295 1.1015 0.9079

Turkey lira 1.8042 0.5543 1.2509 0.7994
U.K. pound 0.7872 1.2703 0.5458 1.8322

1-mo. forward 0.7881 1.2688 0.5464 1.8300
3-mos. forward 0.7914 1.2636 0.5487 1.8224
6-mos. forward 0.7961 1.2562 0.5519 1.8118

MIDDLE EAST/AFRICA
Bahrain dinar 0.5437 1.8393 0.3770 2.6529
Egypt pound-a 7.9002 0.1266 5.4775 0.1826
Israel shekel 5.0336 0.1987 3.4900 0.2865
Jordan dinar 1.0208 0.9796 0.7078 1.4129
Kuwait dinar 0.3852 2.5958 0.2671 3.7439
Lebanon pound 2167.06 0.0004615 1502.50 0.0006656
Saudi Arabia riyal 5.4014 0.1851 3.7450 0.2670
South Africa rand 11.4591 0.0873 7.9450 0.1259
United Arab dirham 5.2983 0.1887 3.6735 0.2722
SDR -f 0.9313 1.0738 0.6457 1.5487

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 600 278.18 21.41 8.34% –23.7% –26.2%

 11 DJ Stoxx 50 2809.38 239.93 9.34 –23.7% –26.5%

 10 Euro Zone DJ Euro Stoxx 306.82 23.43 8.27 –26.0% –26.7%

 10 DJ Euro Stoxx 50 3253.52 252.69 8.42 –26.1% –25.6%

 9 Austria ATX 3212.98 331.51 11.50 –28.8% –29.9%

 9 Belgium Bel-20 3052.83 268.92 9.66 –26.0% –29.9%

 11 Czech Republic PX 1316.2 138.2 11.73 –27.5% –26.6%

 13 Denmark OMX Copenhagen 371.26 23.32 6.70 –17.3% –21.0%

 10 Finland OMX Helsinki 7753.71 633.04 8.89 –33.1% –36.2%

 9 France CAC-40 4324.87 367.01 9.27 –23.0% –24.1%

 10 Germany DAX 6189.53 326.11 5.56 –23.3% –20.6%

 … Hungary BUX 19062.34 1598.32 9.15 –27.3% –30.4%

 3 Ireland ISEQ 4136.32 383.62 10.22 –40.4% –47.4%

 8 Italy S&P/MIB 27877 2213 8.62 –27.7% –30.3%

 6 Netherlands AEX 381.83 30.17 8.58 –26.0% –29.9%

 7 Norway All-Shares 421.72 33.13 8.53 –26.0% –26.7%

 17 Poland WIG 38360.99 1782.52 4.87 –31.1% –38.4%

 10 Portugal PSI 20 8316.61 618.08 8.03 –36.1% –31.6%

 … Russia RTSI 1295.91 237.07 22.39% –43.4% –36.0%

 9 Spain IBEX 35 11557.9 926.3 8.71 –23.9% –20.0%

 15 Sweden OMX Stockholm 268.01 20.42 8.25 –23.8% –31.2%

 12 Switzerland SMI 7025.17 401.92 6.07 –17.2% –21.0%

 … Turkey ISE National 100 36370.16 4153.73 12.89 –34.5% –32.5%

 9 U.K. FTSE 100 5311.3 431.3 8.84 –17.7% –17.7%

 12 ASIA-PACIFIC DJ Asia-Pacific 117.30 5.05 4.50 –25.8% –25.8%

 … Australia SPX/ASX 200 4804.1 196.8 4.27 –24.2% –24.4%

 … China CBN 600 16611.27 1436.50 9.47 –59.9% –60.6%

 11 Hong Kong Hang Seng 19327.73 1695.27 9.61 –30.5% –25.2%

 14 India Sensex 14042.32 726.72 5.46 –30.8% –15.2%

 … Japan Nikkei Stock Average 11920.86 431.56 3.76 –22.1% –26.9%

 … Singapore Straits Times 2559.07 139.86 5.78 –26.2% –26.5%

 11 South Korea Kospi 1455.78 63.36 4.55 –23.3% –24.1%

 13 AMERICAS DJ Americas 325.40 14.70 4.73 –13.7% –15.9%

 … Brazil Bovespa 53055.38 4632.63 9.57 –17.0% –8.2%

 12 Mexico IPC 25701.03 1123.13 4.57 –13.0% –16.0%

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of September 18, 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* 301.75 1.91%–25.2% –22.9%

2.90% 14 World (Developed Markets) 1,216.77 2.13%–23.4% –22.1%

2.60% 15 World ex-EMU 142.31 2.44%–21.4% –20.9%

2.70% 14 World ex-UK 1,214.74 2.29%–22.5% –21.0%

3.70% 11 EAFE 1,589.38 –0.21%–29.5% –27.3%

2.70% 12 Emerging Markets (EM) 767.84 –0.14%–38.4% –29.4%

4.20% 10 EUROPE 89.64 –0.53%–29.7% –31.7%

4.30% 10 EMU 187.82 0.48%–32.9% –27.7%

4.00% 11 Europe ex-UK 98.21 –0.49%–29.6% –30.4%

5.70% 8 Europe Value 99.55 –1.18%–34.3% –38.0%

2.70% 14 Europe Growth 78.42 0.09%–24.9% –25.1%

3.30% 12 Europe Small Cap 152.76 –0.94%–29.0% –37.3%

2.40% 9 EM Europe 255.27 0.07%–46.9% –39.4%

4.50% 10 UK 1,449.63 –0.61%–24.5% –23.2%

3.60% 12 Nordic Countries 137.94 0.50%–33.1% –35.9%

1.60% 8 Russia 690.45 1.94%–54.1% –42.2%

3.30% 14 South Africa 600.21 –1.93%–15.8% –14.1%

3.50% 13 AC ASIA PACIFIC EX-JAPAN 324.02 –1.64%–38.8% –31.7%

1.90% 15 Japan 687.08 –2.58%–26.9% –32.7%

2.30% 15 China 44.10 0.27%–48.4% –40.7%

1.10% 17 India 526.84 0.62%–38.4% –14.6%

2.20% 10 Korea 383.50 –2.49%–25.8% –24.1%

5.30% 12 Taiwan 221.99 –2.34%–33.5% –36.1%

2.10% 18 US BROAD MARKET 1,332.16 4.51%–16.5% –16.8%

1.50% 35 US Small Cap 1,827.18 6.11% –7.9% –11.1%

2.50% 12 EM LATIN AMERICA 3,174.68 3.99%–27.9% –13.8%

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

GLOBAL MARKETS LINEUP

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

Italy to seek offers to save Alitalia

By Mark Peters

NEW YORK—Berkshire Hatha-
way Inc.’s MidAmerican Energy
Holding Co. said it reached a defini-
tive agreement to buy Constella-
tion Energy Group Inc.

MidAmerican Energy will ac-
quire Constellation for $4.7 billion,
or $26.50 a share, preventing the
electricity company from becoming
another casualty of the
credit crisis. The definitive
agreement, announced Fri-
day, has been approved by
both companies’ board of
directors. It will require fed-
eral, state and shareholder
approval. The companies
said they expect to close
the deal in nine months, at
which time the agreement
expires. Either company
can extend it up to three
months, the companies
said.

The deal, with Warren Buffett
again stepping in to buy assets
deemed distressed by some but
whose value he believes have gotten
too cheap, came as Constellation’s
joint-venture partner, French state-
run power company Electricité de
France SA, called an emergency
board meeting Friday to consider
ways of maintaining some control
over Constellation.

EDF board members looked into
several options, including a pro-
posal that Buffett negotiate a power-
sharing agreement for Constella-
tion. Another option was to launch a
counterbid for the part of the com-
pany that EDF doesn’t already own,

people familiar with the situation
said.

EDF, which owns 9.5% of Constel-
lation, is concerned it may not have
the same ability to build nuclear
plants in the U.S. in partnership with
Constellation if the company be-
comes the property of MidAmerican.

Earlier last week, EDF looked
into how it could help rescue Con-
stellation, which was being bat-

tered on the stock market
because of concerns over
its cash situation. But Mr.
Buffett moved faster, and
before EDF board members
had time to confer on possi-
ble moves on Thursday, Mi-
dAmerican said it had
reached the tentative agree-
ment.

On Thursday, EDF said it
had decided against increas-
ing its stake, as “the condi-
tions are not met to do so.”

In addition to a commodities-
trading business that generates
20% of its profit, Constellation
owns a large fleet of power plants in
the eastern U.S. and Baltimore Gas
& Electric Co.

Investors have feared that Con-
stellation’s commodities-trading
business might seize up if it were to
lose important credit facilities. The
trading business requires large
sums of money to back contracts.
Constellation’s collateral require-
ments more than doubled to $4.4 bil-
lion at the end of August from $1.9
billion in July 2007, according to
company filings.
 —David Gauthier-Villars in Paris

contributed to this article.

Buffett’s MidAmerican
to acquire Constellation

SAS waits for a price tag
Fluctuating shares,
unprofitable periods
make value unclear
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ROME—The Italian government-
appointed bankruptcy commis-
sioner will begin soliciting national
and international offers for cash-
strappedairline Alitalia SpA,accord-
ing to Italian news reports Sunday.

“We will proceed with a public so-
licitation,” Augusto Fantozzi was
quoted as saying in Italian daily Il
Messagero. “So far nobody has
stepped forward.”

Compagnia Aerea Italiana, or
CAI, dropped its offer Thursday af-
ter six of Alitalia’s labor unions
failed to agree with its rescue plan.
Prime Minister Silvio Berlusconi
has said Alitalia’s future is either
with CAI or bankruptcy.

Alitalia’s license could be pulled
in five or six days, the paper says,
quoting Infrastructure Minister Al-
tero Matteoli, who said there have
so far been no foreign offers.

On Friday night, the government
was struggling to find a way to
avoid a collapse of Alitalia after a
pool of potential investors stepped
away from a rescue plan, aggravat-
ing a crisis that may ground the air-
line in less than two weeks.

With emotions running high, poli-
ticians and unions traded accusations
about who was responsible for bring-
ing Italy’s flag carrier to the brink.

The cabinet met Friday to dis-
cuss events leading up to the unrav-
eling on late Thursday of a Œ1 billion
($1.4 billion) offer for the near-bank-
rupt airline. Economy Minister
Giulio Tremonti told his fellow min-
isters that the airline wasn’t being
nationalized.

Deputy Prime Minister Gianni
Letta told the meeting there were
no credible alternatives to the offer
from CAI, the person said. CAI had
been asking the pilots and cabin
crew to take a pay cut and work
more hours, bringing their con-
tracts in line with European aver-
ages. Six out of the airline’s nine
unions refused.

Welfare Minister Maurizio Sac-
coni said Friday the only solution to
keep the airline from being
grounded was “a change of heart by
CGIL and other unions, the ones
that didn’t sign on to the turn-
around plan, otherwise there is no
option but liquidation.”

Italy’s special commissioner for

Alitalia,AugustoFantozzi,held infor-
mal meetings on Friday afternoon
with the unions who thwarted the
dealwithCAI,buttheystillshoweddi-
visions.Inalast-minuteattempttore-
open the negotiations, the union rep-
resenting cabin crew staff—among
thestrongestopponentsofthedeal—
said Friday evening it was ready to
sign the agreement if salaries were
guaranteed.

But time could already have run
out for the Italian airline, which was
still operating flights regularly on
Friday. Italy’s civil aviation author-
ity, or ENAC, on Monday will start
examining the situation at Alitalia
and could suspend the company’s li-
cense within 10 days, a source close
to the regulator told AFP Friday.

ENAC will have to determine
whether the stricken company had
any new bailout offers after CAI
stepped back.

Italy’s main unions were divided
over whether Alitalia’s employees
should accept CAI’s offer, and the col-
lapse of talks has lead to a split be-
tween CGIL, Italy’s largest union and
the most left-wing, and CISL and UIL.
The former wasn’tin favor ofCAI’s of-
fer, while the latter two were.

Warren Buffett

SAS, like many other airlines, has been hit by a combination of record oil prices
and an economic slowdown in Europe and the U.S.

CORPORATE NEWS

By Neal E. Boudette

Chrysler LLC, in a bid to cheer up
its dealers, this week plans to offer
them a glimpse of an electric car it is
scrambling to develop, people famil-
iar with the matter said.

The compact car is supposed to
be able to travel about 65 kilome-
ters on battery power alone, these
people said. For longer trips, a small
gasoline engine would generate
power and keep the battery
charged, they said.

The concept is similar to the
Chevrolet Volt electric car that Gen-
eral Motors Corp. is working on and
aims to launch by 2011. GM last
week showed the version of the
heavily hyped Volt it plans to put
into production, although its launch
could still be delayed or scuttled if
GM is unable to develop battery
packs for the car.

The future of Chrysler’s electric
car isn’t as clear as the Volt’s.

While GM has narrowed its po-
tential battery suppliers to two final-
ists and is working closely with
both, Chrysler, which is incurring
losses and is owned by Cerberus
Capital Management LP, hasn’t yet
hammered out formal agreements
with suppliers for batteries or other
key components of its electric car,
people familiar with the matter
said. And Chrysler is relying on part-
ners and suppliers for much of the
development rather than doing the
work itself, they said.

Chrysler Chief Executive Robert
Nardelli and Vice Chairman Jim
Press plan to demonstrate the elec-
tric car as part of a presentation to
Chrysler, Dodge and Jeep dealers on
Tuesday, these people said.

A Chrysler spokesman con-
firmed that the company has sched-
uled a video conference with deal-
ers on Tuesday, and that Messrs.
Nardelli and Press will talk about fu-
ture products as well as the
Chrysler’s finances and other mat-
ters.

He declined to comment on de-
tails of the vehicles to be discussed.

The presentation is aimed in
part at lifting the spirits of the com-
pany’s hard-hit dealers. Many are
being squeezed by Chrysler’s slump-
ing sales and more-restrictive lend-
ing policies that Chrysler put in
place because of its own difficult fi-
nancial situation.

This summer, Chrysler’s lending
arm was able to secure only $24 bil-
lion in financing, $6 billion less than
it had sought, and had to pay higher
interest rates than it expected.

As a result, Chrysler Financial
stopped offering auto leases and
Chrysler’s August vehicle sales de-
clined 34.5%. Chrysler Financial re-
cently informed dealers it was rais-
ing the interest rates it charges
when dealers borrow money to buy
cars and trucks to stock on their
lots. Dealers will also have to pay
higher fees for vehicles that go un-
sold for six months or more.

By Ola Kinnander

STOCKHOLM—As takeover talk
about SAS AB increases, analysts
are debating a key question: How
much is the Scandinavian airline
worth?

The answer is hard to nail down.
Like other airlines, SAS has been

hit by a combination of record high
oil prices and an economic slow-
down in Europe and the U.S. that
has sapped consumer confidence
and forced would-be travelers to re-
consider nonessential trips.

The turmoil has caused big fluc-
tuations in SAS’s share price, which
has a market capitalization of 9.3 bil-
lion kronor ($1.4 billion). Within the
past 12 months, the stock has hit an
intraday low of 29.10 kronor and an
intraday high of 127.50 kronor. Fri-
day, the shares were up seven kro-
nor, or 14%, at 57.50 kronor, amid an
8.3% rise in the Swedish market.

“We’re affected by a lot of differ-
ent factors—commodity prices, oil
prices, the economic cycle, etc.,”
said Sture Stolen, SAS’s investor-re-
lations manager. “It’s incredibly dif-
ficult to make long-term forecasts
in the airline industry.”

So far this year, more than 30 air-
lines have gone out of business, and
industry watchers warn that more
may follow. The International Air
Transport Association, which repre-
sents most of the world’s full-ser-
vice airlines, forecasts that airlines
will post combined losses of $5.2 bil-
lion this year.

The gloomy atmosphere has
spurred predictions of further con-
solidation in the sector, as airlines
either go broke or are snapped up by
competitors.

SAS earlier this month said it is
“evaluating various structural possi-
bilities” and that it is in talks about
a “possible solution.”

Its shares jumped on talk that
Deutsche Lufthansa AG was prepar-
ing a bid. In its statement about eval-
uating possible solutions, SAS
didn’t mention Lufthansa and
stressed that no decision had been
made on the company’s future.
Lufthansa declined to comment.

The Scandinavian airline has
been unprofitable for the past three
quarters, further complicating the
task of putting a value on it. Last
month, the carrier posted a second-
quarter net loss of 411 million kro-
nor, hit by higher fuel costs and com-
petitive ticket prices.

Another factor to consider in any
deal is the strong union presence at
SAS, analysts say. The airline has 37
unions representing its employees,
which could make sweeping
changes difficult. In Italy, for exam-
ple, Alitalia SpA’s unions Thursday
forced the carrier into a corner
when they rejected a rescue plan
that would have meant longer hours
and lower pay for workers.

Any deal to sell SAS would also
have to get the green light from the
governments of Sweden, Norway
and Denmark, which together own
50% of the airline. SAS was created in

the 1940s by the combination of the
three countries’ national carriers.

The airline’s disparate holdings
in other carriers further complicate
assigning a valuation to SAS. Be-
yond its core SAS-branded airlines,
the company has a 20% stake in Brit-
ish Midland Airways Ltd. and a 47%
holding in airBaltic. Also, it owns
Finnish airline Blue1, Norwegian car-
rier Wideroe, and Spanish carrier
Spanair. SAS earlier this year tried
to sell Spanair but failed to attract a
high enough bid.

Analysts’ estimates vary widely
on how much those stakes are
worth. The problem is most acute
with its stake in Spanair, which has
been hit hard by a stalling Spanish
economy and whose reputation was
battered by a deadly accident at
Madrid airport last month, when
one of its MD-82 planes crashed on
takeoff, killing 154 of the 172 people
onboard.

Icelandic bank Glitnir said in a re-
port to clients last week that SAS’s
total equity value is 7.75 billion kro-
nor, though it estimated that would
almost double to 14.73 billion kro-
nor if the airline had “more normal-
ized profits,” which “could be more
realistic in another structure.”
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 39.50 $30.43 1.35 4.64%
Alcoa AA 21.10 26.79 0.92 3.56%
AmExpress AXP 30.00 40.40 2.68 7.10%
AmIntlGp AIG 470.20 3.85 1.16 43.12%
BankAm BAC 145.10 37.48 6.90 22.56%
Boeing BA 9.70 59.76 1.65 2.84%
Caterpillar CAT 13.50 66.49 1.17 1.79%
Chevron CVX 20.90 87.80 4.92 5.94%
Citigroup C 235.00 20.65 4.00 24.02%
CocaCola KO 22.20 52.72 –0.67 –1.25%
Disney DIS 25.80 34.39 0.95 2.84%
DuPont DD 11.80 48.04 2.10 4.57%
ExxonMobil XOM 45.50 79.61 1.86 2.39%
GenElec GE 194.00 26.62 1.83 7.38%
GenMotor GM 37.10 13.08 1.68 14.74%
HewlettPk HPQ 28.50 48.26 1.12 2.38%
HomeDpt HD 30.00 27.37 0.42 1.56%
Intel INTC 93.00 19.23 –0.03 –0.16%
IBM IBM 12.10 118.85 3.73 3.24%
JPMorgChas JPM 79.70 47.05 6.75 16.75%
JohnsJohns JNJ 25.00 69.99 –0.94 –1.33%
McDonalds MCD 12.90 63.98 0.02 0.03%
Merck MRK 23.20 31.84 –0.09 –0.28%
Microsoft MSFT 113.90 25.16 –0.10 –0.40%
Pfizer PFE 74.00 18.55 0.56 3.11%
ProctGamb PG 26.00 70.36 –0.95 –1.33%
3M MMM 9.40 72.68 2.18 3.09%
UnitedTech UTX 10.00 64.30 1.81 2.90%
Verizon VZ 24.30 33.30 0.71 2.18%
WalMart WMT 37.50 59.70 –1.78 –2.90%

Dow Jones Industrial AverageP/E: nil
LAST: 11388.44 s 368.75, or 3.35%

YEAR TO DATE: t 1,876.38, or 14.1%

OVER 52 WEEKS t 2,431.75, or 17.6%

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

12500

12000

11500

11000

10500

10000
20 27 3 11 18 25 1

July
8 15 22 29

Aug.
5 12 19

Sept.

High

Close
Low

50–day
moving average

t

Source: WSJ Market Data Group

Tracking
credit
markets &
dealmakers

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

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

Bk of Scotland 311 –104 61 121 Raiffeisen Zentralbank Oesterreich 188 8 68 63

Norske Skogindustrier 1037 –44 56 –85 Bco de Sabadell 334 9 53 81

EMI Group 879 –37 27 23 ArcelorMittal Fin 276 10 79 98

UBS AG 288 –34 152 173 Hammerson 401 10 65 79

CIR CIE Industriali Riunite 363 –33 3 19 Xstrata  258 11 73 99

DSG Intl 459 –27 18 28 Gecina 534 19 92 102

M real 1374 –26 92 –180 Lloyds TSB Bk 208 19 110 122

Nielsen 703 –21 68 63 Glencore Intl 348 41 106 163

TUI 598 –21 42 102 Bradford & Bingley 558 42 105 156

Commerzbank 136 –21 48 57 Dexia Cr Loc 431 47 200 222

Source: Markit Group

Dow Jones Stoxx 50: Friday’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

Royal Bk of Scot U.K. Banks $64.7 2.14 31.95% –51.3% –51.6%

UBS Switzerland Banks 55.6 21.00 31.66 –62.8 –56.4

Barclays U.K. Banks 56.9 3.89 29.24 –37.0 –29.7

HBOS U.K. Banks 21.4 2.23 28.91 –73.7 –73.7

AXA S.A. France Full Line Insurance 73.3 24.65 21.28 –19.1 15.1

Roche Hldg Part. Cert. Switzerland Pharmaceuticals $114.2 180.10 –1.58% –15.0 –0.3

Novartis Switzerland Pharmaceuticals 139.2 58.30 0.52% –9.5 –9.1

Unilever Netherlands Food Products 49.9 20.20 1.18 –10.4 3.1

France Telecom France Fixed Line Telecom 77.1 20.48 1.61 –9.9 –14.5

Tesco U.K. Food Retailers & Whlslrs 56.7 3.94 1.78 –10.8 25.0

...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

ING Groep 65.4 20.39 21.22% –34.3% –14.2%
Netherlands (Life Insurance)
Lloyds TSB Grp 29.6 2.86 20.32 –46.7 –38.5
U.K. (Banks)
Soc. Generale 56.3 67.00 19.94 –40.6 –20.5
France (Banks)
Credit Suisse Grp 59.4 56.00 18.64 –27.8 –1.1
Switzerland (Banks)
BNP Paribas S.A. 88.7 68.00 17.50 –11.8 14.4
France (Banks)
Fortis 25.4 8.00 17.10 –64.1 –59.7
Netherlands (Banks)
HSBC Hldgs 202.3 9.20 15.52 1.0 1.6
U.K. (Banks)
Deutsche Bk 43.9 57.50 14.36 –37.4 –23.0
Germany (Banks)
Rio Tinto 81.9 41.68 14.04 2.9 92.2
U.K. (General Mining)
UniCredit 68.8 3.58 13.20 –40.4 –22.8
Italy (Banks)
Banco Santander 101.3 11.24 12.96 –16.2 8.3
Spain (Banks)
Anglo Amer 58.6 23.81 12.52 –24.3 43.7
U.K. (General Mining)
Allianz SE 65.5 100.51 12.43 –37.6 –3.7
Germany (Full Line Insurance)
Banco Bilbao Viz 62.3 11.54 12.04 –30.7 –17.3
Spain (Banks)
Intesa Sanpaolo 67.3 3.94 11.14 –27.4 1.0
Italy (Banks)
ArcelorMittal 86.3 41.36 10.96 –23.6 ...
Luxembourg (Iron & Steel)
ENI 116.6 20.20 10.68 –22.7 –17.5
Italy (Integrated Oil & Gas)
GDF Suez 115.7 36.66 9.91 5.1 33.5
France (Multiutilities)
BHP Billiton 59.8 14.47 9.87 –12.6 68.2
U.K. (General Mining)
Total S.A. 155.6 45.00 9.76 –22.6 –17.4
France (Integrated Oil & Gas)

Vodafone Grp 140.3 1.31 9.50% –23.8% –12.0%
U.K. (Mobile Telecom)
Nokia 80.3 14.67 9.23 –44.1 9.2
Finland (Telecom Equipment)
BT Grp 26.7 1.74 9.19 –43.9 –22.4
U.K. (Fixed Line Telecom)
Assicurazioni Gen 46.0 22.63 8.28 –26.1 –3.5
Italy (Full Line Insurance)
Siemens 92.6 70.30 8.17 –27.6 13.2
Germany (Electronic Equipment)
Koninklijke Philips Elec 32.8 21.04 7.46 –32.8 –3.0
Netherlands (Consumer Electronics)
Daimler 54.8 39.47 6.63 –42.0 –6.1
Germany (Automobiles)
BASF 47.7 34.98 6.61 –27.2 18.4
Germany (Commodity Chemicals)
Royal Dutch Shll 110.2 21.54 6.27 –27.8 –20.2
U.K. (Integrated Oil & Gas)
Telefonica S.A. 123.4 17.95 5.90 –7.5 35.6
Spain (Fixed Line Telecom)
BP 186.3 4.90 5.54 –17.2 –25.9
U.K. (Integrated Oil & Gas)
Diageo 53.4 10.29 4.73 –4.1 26.1
U.K. (Distillers & Vintners)
E.ON 98.9 34.31 4.67 –19.0 40.2
Germany (Multiutilities)
Deutsche Telekom 69.1 11.00 4.37 –20.7 –26.6
Germany (Mobile Telecom)
SAP 71.7 39.93 4.26 –4.4 15.0
Germany (Software)
L.M. Ericsson Tel B 30.1 67.30 3.86 –47.4 –50.5
Sweden (Telecom Equipment)
Sanofi-Aventis S.A. 90.1 47.56 3.62 –21.2 –28.6
France (Pharmaceuticals)
Nestle S.A. 175.1 49.34 2.58 –4.2 34.2
Switzerland (Food Products)
GlaxoSmithKline 129.9 12.13 2.32 –9.6 –14.4
U.K. (Pharmaceuticals)
Astrazeneca 65.9 24.71 2.32 1.8 –5.8
U.K. (Pharmaceuticals)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -5.35% -7.49% -10.2% -15.3% -15.1%
Merger Arbitrage -3.99% -4.78% -5.0% -3.7% -2.7%
Event Driven -2.05% -4.34% -8.3% -6.3% -6.8%
Distressed Securities -5.82% -6.71% -10.3% -13.7% -15.5%
Equity Market Neutral -0.23% -1.47% -4.4% -3.9% -2.3%
Equity Long/Short -2.59% -5.24% -11.3% -8.5% -3.5%

*Estimates as of 09/18/08, 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 1.32 101.35% 0.02% 1.56 0.64 0.95

Eur. High Volatility: 9/1 2.30 101.18 0.03 2.66 1.23 1.77

Europe Crossover: 9/1 6.10 101.38 0.07 6.40 4.00 5.12

Asia ex-Japan IG: 9/1 2.30 100.80 0.03 2.30 0.85 1.40

Japan: 9/1 1.83 101.62 0.02 2.00 0.65 1.15

 Note: Data as of September 18

Spreads
Spreads on five-
year swaps for 
corporate debt; 
based on Markit 
iTraxx indexes.   
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.

BLUE CHIPS & BONDS

Behind global deals: Bank revenues from equity capital markets

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

Source: Dealogic
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Shareholders aim to stave off AIG takeover
Effort seeks to repay
government’s loan;
saviors will need cash

By Liam Pleven

Major shareholders are trying to
help pay off the federal govern-
ment’s loan to American Interna-
tional Group Inc. in time to avoid
having Washington take an 80%
stake in the company, a person famil-
iar with the matter said.

Hurdles to these shareholders’ ef-

forts could be high, as they and
other potential investors would
have to put up significant sums.
Last week, the U.S. government
agreed to lend AIG as much
as $85 billion to help it
avoid possible bankruptcy,
in exchange for a right to
take a controlling stake in
the giant insurance con-
glomerate.

AIG shareholders are
seeking to pay off the loan
quickly so a government
takeover could be averted.
Under this scenario, AIG
would raise capital and pos-
sibly sell off assets, poten-
tially leaving shareholders
better off.

The approach could be more ben-
eficial to existing shareholders than
the government deal, because it

would inject capital in exchange for
the equity. Under the government ar-
rangement, the government would
get equity in exchange for a loan.

Edward Liddy, who was
named AIG’s chief execu-
tive last week as part of the
deal with the government,
said he had no knowledge
of the shareholder effort
and had no comment.

The effort became con-
fused Friday after AIG
made a filing with the U.S.
Securities and Exchange
Commission about the deal
with the government that
said it was correcting er-
rors in a filing it made

Thursday. In the Thursday filing,
AIG said it had issued a warrant to
the Federal Reserve board letting it
obtain 79.9% of AIG’s common stock

outstanding, “subject to share-
holder approval.”

In the Friday filing, the “share-
holder approval” language was ab-
sent and AIG said “the corporate ap-
provals and formalities” needed to
give the government its stake would
depend on the form of that stake.

“We have not finalized all of the
documents,” says a spokesman for
the New York Fed, which is lending
AIG the money, and had already
given it $28 billion as of Wednes-
day.

Investors are exploring options.
AIG shareholders have suffered se-
verely this year, thanks largely to
losses linked to the mortgage mar-
ket. The stock has fallen more than
90% this year. Now AIG is consider-
ing selling off chunks of the com-
pany to pay off the loan.

“As mutual-fund managers, we

have a responsibility to our share-
holders to advocate for their inter-
ests,” says one mutual-fund man-
ager who owns AIG stock. He is seek-
ing to stop the company from sell-
ing assets at “fire-sale prices.”

A number of large shareholders
have expressed displeasure with
events surrounding AIG in recent
months. Former CEO Maurice R.
“Hank” Greenberg, who owns a
large stake and also controls a firm
that is AIG’s largest shareholder,
said last week in an SEC filing with
affiliated shareholders that they
might seek to buy units or take con-
trol of the company.

Mr. Greenberg is aware that
other major shareholders are look-
ing into options in addition to his
own work and he is supportive of
that, says David Boies, an attorney
for Mr. Greenberg.

By James R. Hagerty

Several top Fannie Mae execu-
tives are leaving the company two
weeks after regulators swooped in
to take management control of the
mortgage company and its main ri-
val, Freddie Mac.

The people leaving Fannie Mae
include Peter Niculescu, promoted
less than a month ago to become
chief business officer and the No. 2
executive; Beth Wilkinson, general
counsel; Rahul Merchant, chief in-
formation officer; and Duane Dun-
can, a veteran lobbyist. Fannie an-
nounced the departures Friday
evening.

It wasn’t clear on what terms
any of the executives were leaving.

Meanwhile, Buddy Piszel, chief fi-
nancial officer of Freddie, also is ex-

pected to step
down, according
to people famil-
iar with the situa-
tion. Mr. Piszel
declined to com-
ment.

The Federal
Housing Finance
Agency, which
regulates Fannie
and Freddie,
took control of
them this month

under a legal procedure known as
conservatorship. The FHFA cited
the risk that they would run out of
capital amid losses from mortgage
defaults. The Treasury has acquired
preferred stock in Fannie and Fred-
die and pledged to provide them
with capital as needed.

In taking control, the FHFA two
weeks ago named Herb Allison as
CEO at Fannie, succeeding Daniel
Mudd, and David Moffett as CEO at
Freddie, succeeding Richard Syron.

The new CEOs have been meet-
ing with senior executives of Fannie
and Freddie, and already manage-
ment charts are being redrawn.
Meanwhile, there has been discon-
tent among some managers at the
companies, now controlled by the
government. “We didn’t sign up to
be public servants,” one executive
said.

Mr. Niculescu, 48 years old,
joined Fannie in 1999 after working
as a top bond-market analyst and
strategist for Goldman Sachs Group
Inc. In recent years, he has been re-
sponsible for managing Fannie’s
holdings of mortgages and related
securities, which total about $760
billion.

Maurice “Hank”
Greenberg

Several officials
leave Fannie Mae
after takeover

Herb Allison

THE FINANCIAL CRISIS

With its wealth of proven natural gas reserves and the investment of $15bn in new carriers, the pulse of Qatar’s growth is quickening.

Qatar Financial Centre is at the heart of this development program. For opportunities in project finance, insurance, reinsurance,

corporate and private banking, asset management and Islamic finance, QFC provides access,

facilities and an independent regulatory authority operating to internationally recognised standards. Contact: stuartpearce@qfc.com.qa

www.qfc.com.qa
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The world’s largest

liquid natural gas exports

are fuelling Qatar’s

rapid growth
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Few hedge funds hit mark
to get performance fees

Pension deficits could hit U.K. companies
Trustees likely to try
coaxing more cash
from reluctant firms

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

By William Hutchings

And Elizabeth Pfeuti

I F ONLY PENSION-SCHEME valu-
ations could be kept in a dark
room under lock and key, then

companies might be able to treat
them like the long-term investment
vehicles they were meant to be.

Sadly for the finance directors of
British public companies with de-
fined-benefit pension schemes, ac-
counting rules insist they include
pension deficits on their compa-
nies’ balance sheets and, after last
week’s market falls hit their invest-
ments, more companies with pen-
sion deficits are to be expected.

In the absence of a sudden mar-
ket rebound, the situation looks par-
ticularly challenging for companies
such as Compass Group PLC and
TUI Travel PLC, which were show-
ing deficits last year and whose ac-
counting years end on Sept. 30.

British Airways PLC, BAE Sys-
tems PLC and Taylor Wimpey PLC
had deficits last year equal to at
least 10% of their market capitaliza-
tion and actuaries expect more
FTSE 100 companies to join their
ranks this year, with a predictably

depressing effect on their attractive-
ness to investors and lenders.

“Accounting rules have changed
recently and companies are now ex-
posed to recovery plans and keep-
ing pension-fund deficits on bal-
ance sheets,” Mark Hyde-Harrison,
chief executive of Barclays PLC’s
Barclays Pension fund, at £18 billion
($33 billion) one of the U.K.’s larg-
est. “A small difference in invest-
ment returns has become a very big
deal.”

A sharp rise in expected long-
term inflation, from 3.5% at the
start of the year to 3.9%, has also
knocked funding levels.

Recent results of local-govern-
ment pension schemes shows the
funding position had deteriorated
badly before last week’s market
falls. The Strathclyde Pension
Fund, one of the U.K.’s largest local-
government pension funds, saw a
£1.6 billion surplus turn into a £1.4
billion deficit over the 12 months to
the end of June, taking its funding
level from 116% of its liabilities to
85%.

“We estimated a FTSE 100 pen-
sion surplus of about £10 billion at
the start of this year, on the Interna-
tional Accounting Standards basis
required for reporting pensions in
company accounts,” said Jerome
Melcer, a partner in the mergers-
and-acquisitions advisory practice
at U.K. actuarial and investment con-
sultancy firm Lane Clark & Peacock.

“We now expect the FTSE 100 posi-
tion to be slightly south of a £10 bil-
lion deficit.” The combined market
capitalization of the FTSE 100 com-
panies last week was hovering
around £1.2 trillion.

Mr. Melcer said the rising defi-
cits meant pension-fund trustees
would try to negotiate more cash
from companies, to make good the
asset losses and to pre-fund ex-
pected increases in pension pay-
ments arising from higher inflation.

At a time when cash is king, compa-
nies are going to be reluctant to
give it up. Negotiations would be
tense and protracted, Mr. Melcer
warned.

Companies will be looking at
ways to reduce or manage the finan-
cial risk arising from their pension
funds. Some ways to do that include
paying a third party to take on a pen-
sion fund’s liabilities, hedge some of
the risks through investments, di-
versify assets or hire a chief invest-

ment officer in an attempt to man-
age the assets more effectively.

But some of those options are
out of reach of some companies.

“Buyouts are really only an op-
tion for larger pension funds now”
with the market crowded, said Tony
Barnard, a technical consultant at
U.K. actuarial adviser Gissings Pen-
sions. “Smaller firms are stuck with
pension funds, whether they want
to be or not.”

Barclays Pension fund created
the role of chief investment officer
last week. “Our philosophy is to
drive the existing strategies harder
and faster while capitalizing on our
advantages, such as our pool of in-
vestment talent. We think invest-
ment in that talent is essential,”
said Mr. Hyde-Harrison.

Other pension funds said they
were optimistic about their at-
tempts to diversify their assets.
Judy Saunders, chief investment of-
ficer at the £7.5 billion West Mid-
lands Pension Fund, said, “We had a
funding level of 82% as at the end of
March last year and it will have
dropped considerably since then,
but hopefully it will not have
dropped by quite as much as some
of our peers, as we now have 25% in
alternatives and 15% in fixed inter-
est. I suppose the positive side is
that the credit crunch will provide
the fund with some interesting op-
portunities in the area of distressed
debt and real estate.”

Already in the hole
The credit crunch will have hurt many companies' pension funds' investments. 
Any pension funds that have gone into deficit by not being able to cover future 
liabilities will appear on the companies’ balance sheets. How British companies' 
pension deficits compared to their market capitalization at the end of 2007:

2007 Liabilities/
Market cap in %Name

Liabilities,
in billions

Market cap,
in billions

Source: Lane Clark & Peacock

British Airways £14.61 £5.59

BT 38.78 25.32

British Energy 2.74 2.35

Royal & Sun Alliance Insurance 5.06 4.76

BAE Systems 17.11 17.47

FirstGroup 2.49 2.64

Rexam 2.42 2.69

ITV 2.60 3.32

Smiths 3.07 4.00

Taylor Wimpey 1.65 2.19

261%
153

117

106

98

94

90

78

77

75

By David Walker

Just one in 10 hedge funds is cur-
rently receiving performance fees
from their funds, raising questions
about their financing model’s ro-
bustness in the downturn.

These funds are performing in-
sufficiently well to beat their “high-
water mark”—the level at which
they can charge performance fees,
which are calculated as the equiva-
lent to a fifth of whatever returns
the funds deliver—according to a
survey of 4,000 hedge funds from
around the world by data provider
Eurekahedge.

The absence of these fees comes
as hedge funds are having to deal
with regulatory action in the U.K.
and in other markets limiting short-
ing equities, a common trading
strategy for them.

All but 3% of funds of hedge
funds were under the mark accord-
ing to the survey, as were 90% of eq-
uity long-short funds, 86% of portfo-
lios focusing on market events,
85.4% of those investing in dis-
tressed securities, and 82.6% of fu-
tures managers. The survey used fig-
ures compiled for July 31—the most
recently available—and are likely to
have worsened since then.

Hedge funds normally use
money from their performance fees
to cover bonuses and one-off ex-
penses. The money from their man-
agement fees, normally between
1.5% and 2% of their assets, usually
covers the day-to-day running of
their business.

Chris Day, chief executive of Lon-
don hedge-fund facilities provider

PCE Investors, said managers be-
low their high-water marks who re-
lied on performance fees to cover
even part of their daily expenses
“will be put under considerable pres-
sure.” Nicola Meaden, chief execu-
tive of alternatives investor Alpha
Strategic, said some hedge funds
wouldn’t earn performance fees un-
til 2010.

Performance fees have been a vi-
tal source of hedge-fund revenue.
Ed Moisson, director of fiduciary op-
erations at data provider Lipper,
said an analysis of 800 hedge funds
managed in Europe last year
showed they collected 1.5% of their
assets as a management fee. Man-
agers beating their high-water
mark might typically expect to col-
lect an average of 2% of their total as-
sets via their performance fee.

Glenn Baggley, chief executive of
Eddington Capital, whose fund of
global macro hedge funds was
above its high-water mark and had
generated returns of 14% so far this
year, said it was important to study
successful business models before
investing because the “last thing
you want is the inconvenience that
results from being in a fund that
goes out of business.”
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MUFG discloses Lehman hit

AIG’s new chief sees
smaller, nimbler firm
Liddy aims to keep
as many core assets
as are ‘fit to fight’

Edward Liddy took over as AIG’s new CEO after the U.S. government stepped in to
rescue the global conglomerate as it was facing a possible bankruptcy.

THE FINANCIAL CRISIS

By Liam Pleven

Edward Liddy, the new chief exec-
utive of American International
Group Inc., said he hopes to keep in-
tact as many of the company’s largest
insurance operations as possible in a
publicly traded company, after sell-
ing assets to pay back a federal loan.

“There will be a company at the
end of this,” he said in an interview
Thursday. “It’ll be smaller. It’ll be a
lot nimbler.”

“My game plan is not to liqui-
date,” he said. Mr. Liddy took the
helm last week after the U.S. govern-
ment stepped in to rescue the glo-
bal conglomerate as it was facing a
possible bankruptcy. The govern-
ment agreed to lend AIG as much as
$85 billion, and in exchange can ef-
fectively control 80% of the com-
pany. Proceeds from asset sales will
be used to pay back the govern-
ment.

Mr. Liddy, 62 years old, who previ-
ously ran insurer Allstate Corp.,
called AIG’s insurance businesses
“powerful.” He described the inter-
national and domestic property-ca-
sualty operations as a “keeper.”
Along with the international and do-
mestic life insurance and related op-
erations, he said, “I’d like to keep as
many of them as I possibly can.”

Still, he said he has yet to deter-
mine exactly which businesses he
considers core to the company,
which also has a consumer-lending
arm, an aircraft-leasing operation
and a financial-products unit. He
said he plans “at most a four-week
timeframe” for making determina-
tions on asset sales. He possibly
would announce deals in that pe-
riod, he said.

“I want to emerge from this with a
set of core assets that are fit to fight.”

Mr. Liddy said the company is mo-
tivated to repay the federal loan
quickly, and alluded to the “loan-
sharkish rate of interest” the govern-
ment is charging—8.5 percentage
points above Libor, a common short-
term lending benchmark. He said the
$85 billion “should be sufficient.”

In anticipation of asset sales,
state insurance regulators have set
up a committee to review deals.
New York state’s insurance superin-
tendent, Eric Dinallo, chairs the com-
mittee.

Mr. Liddy said he talked with Mr.
Dinallo Thursday. “I view this as a
partnership,” Mr. Liddy said.

States typically have oversight
over transactions involving insurers
they regulate, but the committee will
aim to streamline the process. A pro-
posal is expected to be advanced Fri-
day that would join U.S. efforts with
those of international regulators,
which could ease global deal-making.

Among the committee’s aims
will be to ensure that buyers are
able to protect policyholders.

On Thursday, Mr. Liddy met with
hundreds of AIG employees, who
have lived through extraordinary up-
heaval at the company in recent
weeks. AIG has lost $18 billion in the
last three quarters, and its stock is
down 95% this year.

Mr. Liddy is on the board of Boe-
ing Co., which has as one of its major
customers AIG’s aircraft-leasing
unit, International Lease Finance
Corp. The head of ILFC, Steven Ud-
var-Hazy, who is also a major AIG
shareholder, is expected to lead an
effort to try to buy the unit.

Mr. Liddy is also on the board of
Goldman Sachs Group Inc., whose
former head, Treasury Secretary
Henry Paulson, asked Mr. Liddy to
step in at AIG earlier this week. He
said the two have known each other
for 15 years, dating back to when Mr.
Liddy was helping dismantle Sears,
Roebuck & Co. as an executive there.

David M. Russell for The Wall Street Journal

By Chad Clinton

Mitsubishi UFJ Financial Group
Inc. said it expects an adverse im-
pact on pretax income from continu-
ing operations of 20 billion yen to
30 billion yen, or $186 million to
$280 million, during the current fis-
cal year as a result of its exposure to
Lehman Brothers Holdings Inc.

The company said in a document

filed Friday with the Securities and
Exchange Commission that it is still
in the process of reviewing the de-
velopments related to Lehman.

The bank, Japan’s biggest by as-
sets and market capitalization, said
it has net exposure to Lehman of
$235 million.

Last Monday, Lehman Brothers
filed for protection under Chapter
11 of the U.S. bankruptcy code.
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PF (LUX)-Biotech-Pca OT EQ LUX 09/17 USD 338.76 1.8 3.0 16.1
PF (LUX)-CHF Liq-Pca CH MM LUX 09/17 CHF 123.78 1.5 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/17 CHF 95.55 1.5 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 09/17 EUR 155.71 –30.0 –29.9 –10.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/17 USD 94.06 –31.2 –25.1 –1.9
PF (LUX)-East Eu-Pca EU EQ LUX 09/17 EUR 263.50 –48.7 –40.6 –15.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 09/18 USD 129.27 –44.0 –35.7 –4.6
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/18 USD 425.27 –42.1 –34.2 –4.8
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/17 EUR 99.41 –27.2 –26.7 –9.9
PF (LUX)-EUR Bds-Pca EU BD LUX 09/17 EUR 364.70 0.9 0.0 –0.5
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/17 EUR 286.40 0.9 0.0 –0.5
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/17 EUR 127.84 –2.5 –2.4 –1.8
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/17 EUR 93.20 –2.5 –2.4 –1.8
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/17 EUR 128.88 –10.0 –9.8 –5.3
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/17 EUR 83.35 –10.0 –9.8 –5.3
PF (LUX)-EUR Liq-Pca EU MM LUX 09/17 EUR 133.49 2.8 3.8 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/17 EUR 99.71 2.8 3.8 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/17 EUR 412.83 –32.3 –33.0 –13.0
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/17 EUR 131.95 –28.4 –30.6 –13.8
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/17 USD 195.21 –2.7 1.2 3.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/17 USD 139.18 –2.7 1.2 3.9
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 09/17 USD 17.72 –27.1 –24.6 –8.6
PF (LUX)-Gr China-Pca AS EQ LUX 09/18 USD 258.95 –39.5 –34.1 4.9
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/18 USD 274.49 –48.2 –29.3 1.7
PF (LUX)-Jap Index-Pca JP EQ LUX 09/18 JPY 10471.61 –26.3 –27.5 –15.8
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/18 JPY 9689.31 –27.7 –32.0 –20.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/18 JPY 9474.75 –28.0 –32.4 –20.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/18 JPY 5138.81 –25.4 –26.8 –20.1
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/18 USD 217.23 –31.9 –25.3 2.3
PF (LUX)-Piclife-Pca CH BA LUX 09/17 CHF 761.67 –10.4 –11.3 –4.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/17 EUR 59.57 –22.5 –25.6 –9.2
PF (LUX)-Rus Eq-Pca EE EQ LUX 09/17 USD 50.11 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 09/17 USD 86.41 –22.6 –22.9 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/17 EUR 460.09 –25.5 –27.7 –8.0
PF (LUX)-US Eq-Ica US EQ LUX 09/17 USD 107.17 –16.7 –14.1 –1.4
PF (LUX)-USA Index-Pca US EQ LUX 09/17 USD 92.23 –20.5 –20.6 –5.2
PF (LUX)-USD Bds-Pca US BD LUX 09/17 USD 498.07 5.5 8.8 6.7
PF (LUX)-USD Bds-Pdi US BD LUX 09/17 USD 376.31 5.5 8.8 6.7
PF (LUX)-USD Liq-Pca US MM LUX 09/17 USD 129.55 2.0 3.2 4.0
PF (LUX)-USD Liq-Pdi US MM LUX 09/17 USD 87.33 2.0 3.2 4.0
PF (LUX)-Water-Pca GL EQ LUX 09/17 EUR 127.48 –18.4 –16.9 –3.8
PF (LUX)-WldGovBds-Pca GL BD LUX 09/17 USD 151.35 2.8 7.2 6.3
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/17 USD 128.08 2.8 7.2 6.3
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 09/17 USD 71.77 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 09/18 USD 11.17 –22.8 –21.3 –6.2
Japan Fund USD JP EQ IRL 09/19 USD 14.10 –16.3 –18.9 –10.4

n Hemisphere Management (Ireland) Limited
Columbus USD A GL EQ CYM 08/29 USD 91.52 –9.3 –6.8 NS
Discovery USD A OT OT CYM 08/29 USD 115.27 3.3 15.0 9.3
Elbrus USD A GL EQ CYM 08/29 USD 12.17 –25.7 –10.6 12.4
Europn Conviction USD B EU EQ CYM 08/29 USD 118.01 3.3 9.2 7.2
Europn Forager USD B OT OT CYM 08/29 USD 198.32 –3.3 –4.8 8.4
Gl Utilities Abs Rtn USD A OT OT CYM 08/29 USD 100.13 –16.6 –10.7 –1.9
Japan Abs Ret USD A AS EQ CYM 07/31 USD 141.61 –9.5 –17.9 –7.4
Latin America USD A GL EQ CYM 08/29 USD 13.89 1.9 2.4 16.3
Paragon Limited USD A EU EQ CYM 08/29 USD 307.57 11.9 27.2 21.1
UK Fund USD A OT OT CYM 08/29 USD 169.04 6.3 1.9 6.1

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

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 09/18 EUR 718.23 –27.0 –27.9 NS
Core Eurozone Eq B EU EQ IRL 09/18 EUR 816.22 NS NS NS
Euro Fixed Income A EU BD IRL 09/18 EUR 1183.97 –5.2 –6.2 –3.7
Euro Fixed Income B EU BD IRL 09/18 EUR 1254.28 –4.8 –5.7 –3.2
Euro Small Cap A EU EQ IRL 09/18 EUR 1240.74 –29.5 –34.9 –16.2
Euro Small Cap B EU EQ IRL 09/18 EUR 1318.87 –29.2 –34.5 –15.7

Eurozone Agg Eq A EU EQ IRL 09/18 EUR 654.83 –31.6 –32.7 NS
Eurozone Agg Eq B EU EQ IRL 09/18 EUR 934.00 –31.3 –32.3 –12.1
Glbl Bd (EuroHdg) A GL BD IRL 09/18 EUR 1259.52 –2.6 –2.4 –0.7
Glbl Bd (EuroHdg) B GL BD IRL 09/18 EUR 1325.43 –2.2 –1.9 –0.1
Glbl Bd A EU BD IRL 09/18 EUR 993.59 –1.4 –4.2 –3.9
Glbl Bd B EU BD IRL 09/18 EUR 1049.80 –1.0 –3.6 –3.3
Glbl Real Estate A OT EQ IRL 09/18 USD 1039.84 –18.2 –22.1 –7.6
Glbl Real Estate B OT EQ IRL 09/18 USD 1063.87 –17.8 –21.6 –7.1
Glbl Real Estate EH-A OT EQ IRL 09/18 EUR 975.50 –16.8 –22.4 –9.8
Glbl Real Estate SH-B OT EQ IRL 09/18 GBP 92.61 –15.6 –20.8 –7.9
Glbl Strategic Yield A EU BD IRL 09/18 EUR 1416.11 –5.2 –5.1 –0.4
Glbl Strategic Yield B EU BD IRL 09/18 EUR 1503.74 –4.8 –4.5 0.2
Japan Equity A JP EQ IRL 09/18 JPY 13408.00 –27.9 –30.8 –17.9
Japan Equity B JP EQ IRL 09/18 JPY 14181.00 –27.6 –30.4 –17.4
Multi St Cash Plus EH-A GL EQ IRL 09/18 EUR 999.15 –1.3 –0.2 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/18 USD 1690.19 –36.1 –30.6 –2.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/18 USD 1789.64 –35.9 –30.2 –2.2
Pan European Eq A EU EQ IRL 09/18 EUR 950.33 –30.1 –31.5 –13.2
Pan European Eq B EU EQ IRL 09/18 EUR 1006.54 –29.8 –31.1 –12.6
US Equity A US EQ IRL 09/18 USD 943.73 –18.7 –19.4 –2.1
US Equity B US EQ IRL 09/18 USD 1002.78 –18.3 –18.9 –1.5
US Small Cap A US EQ IRL 09/18 USD 1469.88 –14.4 –16.9 –1.5
US Small Cap B US EQ IRL 09/18 USD 1562.67 –14.1 –16.4 –0.9

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 09/18 SEK 76.66 –34.3 –36.4 –16.7
Choice Japan Fd JP EQ LUX 09/19 JPY 59.50 –24.7 –30.0 –18.5
Choice Jpn Chance/Risk JP EQ LUX 09/19 JPY 63.72 –28.8 –32.3 –16.4
Choice NthAmChance/Risk US EQ LUX 09/19 USD 4.42 –15.4 –14.6 –1.1
Europe 2 Fd EU EQ LUX 09/18 EUR 0.96 –33.4 –34.7 –14.0
Europe 3 Fd EU EQ LUX 09/18 GBP 3.37 –28.4 –25.3 –6.7
Global Chance/Risk Fd GL EQ LUX 09/18 EUR 0.62 –21.5 –25.3 –11.4
Global Fd GL EQ LUX 09/18 USD 2.24 –24.2 –23.2 –5.6
Intl Mixed Fd -C- NO BA LUX 09/19 USD 28.58 –14.2 –14.1 0.0
Intl Mixed Fd -D- NO BA LUX 09/19 USD 20.17 –14.2 –14.1 1.3
Wireless Fd OT EQ LUX 09/18 EUR 0.13 –33.2 –34.1 –11.0

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 09/18 USD 5.60 –38.4 –34.3 –5.4
Currency Alpha EUR -IC- OT OT LUX 09/19 EUR 10.68 4.5 3.1 NS
Currency Alpha EUR -RC- OT OT LUX 09/19 EUR 10.63 4.1 2.6 NS
Currency Alpha SEK -ID- OT OT LUX 09/19 SEK 103.48 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 09/19 SEK 101.36 NS NS NS
Generation Fd 80 OT OT LUX 09/19 SEK 7.94 –16.0 NS NS
Nordic Focus EUR NO EQ LUX 09/18 EUR 73.30 –25.9 NS NS
Nordic Focus NOK NO EQ LUX 09/19 NOK 79.10 NS NS NS
Nordic Focus SEK NO EQ LUX 09/19 SEK 78.37 –21.3 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 09/18 USD 1.01 –38.1 –33.8 –3.7
Choice North America Eq. Fd US EQ LUX 09/18 USD 1.88 –22.5 –21.1 –6.6
Ethical Global Fd GL EQ LUX 09/18 USD 0.82 –25.1 –24.8 –7.3
Ethical Sweden Fd NO EQ LUX 09/18 SEK 34.53 –22.5 –26.6 –7.4
Europe Fd EU EQ LUX 09/18 USD 2.32 –34.5 –31.9 0.0
Global Equity Fd GL EQ LUX 09/18 USD 1.45 –23.4 –22.5 –4.1
Index Linked Bd Fd SEK OT BD LUX 09/19 SEK 12.84 2.8 5.0 3.2
Medical Fd OT EQ LUX 09/19 USD 3.39 –11.8 –9.4 –2.0
Short Medium Bd Fd SEK NO MM LUX 09/19 SEK 9.05 2.0 2.9 2.8
Technology Fd OT EQ LUX 09/18 USD 2.11 –25.9 –21.7 –4.9
World Fd GL EQ LUX 09/18 USD 2.14 –20.0 –18.8 2.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 09/19 EUR 1.27 1.8 2.4 2.5
Short Bond Fd SEK NO MM LUX 09/19 SEK 21.35 1.8 2.7 2.7
Short Bond Fd USD US MM LUX 09/19 USD 2.48 1.2 2.5 3.4

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/18 SEK 10.31 1.0 1.6 1.6
Alpha Bond Fd SEK -B- NO BD LUX 09/18 SEK 9.26 1.0 1.6 1.6
Alpha Bond Fd SEK -C- NO BD LUX 09/19 SEK 25.66 0.1 0.8 1.0
Alpha Bond Fd SEK -D- NO BD LUX 09/19 SEK 8.55 0.1 0.8 1.0
Alpha Short Bd SEK -A- NO MM LUX 09/19 SEK 10.75 2.3 3.3 3.0
Alpha Short Bd SEK -B- NO MM LUX 09/19 SEK 10.08 2.3 3.3 3.0
Alpha Short Bd SEK -C- NO MM LUX 09/19 SEK 21.04 2.2 3.2 2.9

Alpha Short Bd SEK -D- NO MM LUX 09/19 SEK 8.75 2.2 3.2 2.9
Bond Fd EUR -C- EU BD LUX 09/19 EUR 1.22 1.0 1.5 0.6
Bond Fd EUR -D- EU BD LUX 09/19 EUR 0.49 1.0 1.5 0.5
Bond Fd SEK -C- NO BD LUX 09/19 SEK 38.64 2.3 3.0 2.0
Bond Fd SEK -D- NO BD LUX 09/19 SEK 11.59 1.1 1.8 1.4
Corp. Bond Fd EUR -C- EU BD LUX 09/19 EUR 1.09 –6.9 –6.9 –3.8
Corp. Bond Fd EUR -D- EU BD LUX 09/17 EUR 0.88 –4.4 –5.4 –2.9
Corp. Bond Fd SEK -C- NO BD LUX 09/19 SEK 11.39 –5.6 –5.2 –2.6
Corp. Bond Fd SEK -D- NO BD LUX 09/19 SEK 8.94 –5.4 –5.0 –2.5
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/19 EUR 97.29 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/19 EUR 97.15 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 09/19 SEK 100.28 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/19 SEK 926.35 NS NS NS
Flexible Bond Fd -C- NO BD LUX 09/19 SEK 20.19 2.3 3.1 2.7
Flexible Bond Fd -D- NO BD LUX 09/19 SEK 11.43 2.3 3.1 2.7

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 09/19 SEK 94.10 –11.4 –9.8 –4.6
Global Hedge I SEK -D- OT OT LUX 09/19 SEK 86.00 –13.9 –12.4 –6.0

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/18 USD 2.02 –39.2 –29.3 0.8

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/19 SEK 21.11 –36.8 –40.9 –10.3
Europe Chance/Risk Fd EU EQ LUX 09/18 EUR 1108.75 –34.8 –35.9 –15.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 09/18 USD 15.97 –51.7 –48.7 2.5
Eq. Pacific A AS EQ LUX 09/18 USD 8.31 –40.0 –32.8 0.4

n SGAM Fund
Bonds CHF A CH BD LUX 09/17 CHF 26.90 3.1 2.0 0.3
Bonds ConvEurope A EU BD LUX 09/18 EUR 30.63 5.4 8.4 8.9
Bonds Eur Corp A EU BD LUX 09/18 EUR 20.82 –5.2 –5.4 –2.9
Bonds Eur Hi Yld A EU BD LUX 09/17 EUR 18.58 –12.4 –12.4 –6.0
Bonds EURO A EU BD LUX 09/18 EUR 37.37 1.2 1.2 0.6
Bonds Europe A EU BD LUX 09/17 EUR 36.37 1.7 1.3 0.7
Bonds US MtgBkSec A US BD LUX 09/18 USD 22.89 –9.2 –7.6 –1.4
Bonds US OppsCoreplus A US BD LUX 09/18 USD 31.92 1.4 4.1 4.6
Bonds World A GL BD LUX 09/17 USD 37.92 2.0 6.6 7.2
Eq. ConcentratedEuropeA EU EQ LUX 09/18 EUR 27.68 –31.4 –30.4 –14.5
Eq. Eastern Europe A EU EQ LUX 09/18 EUR 24.19 –45.1 –39.5 –14.2
Eq. Equities Global Energy OT EQ LUX 09/18 USD 20.24 –19.7 –10.0 10.8
Eq. Euroland A EU EQ LUX 09/18 EUR 11.66 –32.5 –31.4 –13.3
Eq. Euroland MidCapA EU EQ LUX 09/18 EUR 20.25 –30.1 –32.9 –14.1
Eq. EurolandCyclclsA EU EQ LUX 09/18 EUR 18.08 –28.7 –25.3 –4.9
Eq. EurolandFinancialA OT EQ LUX 09/18 EUR 12.15 –34.7 –34.3 –21.3
Eq. Glbl Emg Cty A GL EQ LUX 09/18 USD 8.11 –40.0 –31.9 –3.6
Eq. Global A GL EQ LUX 09/18 USD 27.63 –27.8 –27.4 –9.4
Eq. Global Technol A OT EQ LUX 09/18 USD 5.36 –24.4 –28.2 –10.2
Eq. Gold Mines A OT EQ LUX 09/18 USD 20.89 –30.3 –20.8 –4.4
Eq. Japan A JP EQ LUX 09/18 JPY 893.10 –32.5 –33.3 –21.4
Eq. Japan Sm Cap A JP EQ LUX 09/18 JPY 1088.40 –36.2 –34.0 –34.4
Eq. Japan Target A JP EQ LUX 09/18 JPY 1783.93 –11.9 –17.8 –11.6
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 09/18 GBP 11.52 –32.4 –33.2 –15.9
Eq. US ConcenCore A US EQ LUX 09/18 USD 21.58 –19.6 –16.1 –3.6
Eq. US Lg Cap Gr A US EQ LUX 09/18 USD 16.36 –18.7 –14.4 –3.4
Eq. US Mid Cap A US EQ LUX 09/18 USD 29.35 –25.0 –20.4 0.2
Eq. US Multi Strg A US EQ LUX 09/18 USD 23.42 –18.7 –18.0 –5.9
Eq. US Rel Val A US EQ LUX 09/18 USD 22.85 –20.1 –24.0 –10.2
Eq. US Sm Cap Val A US EQ LUX 09/17 USD 20.84 –16.5 –22.2 –8.6
Eq. US Value Opp A US EQ LUX 09/18 USD 20.27 –20.5 –24.5 –12.9
Money Market EURO A EU MM LUX 09/18 EUR 26.82 3.1 4.4 3.9
Money Market USD A US MM LUX 09/18 USD 15.64 2.2 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 08/29 USD 12.37 –16.3 NS NS
UAE Blue Chip Fund Acc AS EQ ARE 09/04 AED 10.09 –13.4 19.1 9.6

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 09/19 EEK 156.06 –41.8 –48.0 –20.5
New Europe Small Cap EUR EE EQ EST 09/19 EEK 83.71 –39.9 –45.8 –17.6
Second Wave EUR EE EQ EST 09/19 EEK 168.05 –38.8 –41.7 –6.9

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 09/19 JPY 11156.00 –33.4 –40.6 –22.6
YMR-N Japan Fund JP EQ IRL 09/19 JPY 12586.00 –27.6 –36.4 –16.6
YMR-N Low Price Fund JP EQ IRL 09/19 JPY 16375.00 –28.2 –34.7 –18.9
YMR-N Small Cap Fund JP EQ IRL 09/19 JPY 7703.00 –37.8 –45.1 –27.8
Yuki Mizuho Gen Jpn III JP EQ IRL 09/19 JPY 6258.00 –32.6 –38.0 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 09/19 JPY 6634.00 –31.7 –39.2 –22.8
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/19 JPY 8763.00 –30.1 –36.1 –20.8
Yuki Mizuho Jpn Gen JP EQ IRL 09/19 JPY 10686.00 –30.5 –39.6 –19.4
Yuki Mizuho Jpn Gro JP EQ IRL 09/19 JPY 7906.00 –35.9 –42.5 –24.1
Yuki Mizuho Jpn Inc JP EQ IRL 09/19 JPY 10343.00 –21.1 –31.1 –13.5
Yuki Mizuho Jpn Lg Cap AS EQ IRL 09/19 JPY 6658.00 –29.4 –35.9 NS
Yuki Mizuho Jpn LowP JP EQ IRL 09/19 JPY 13495.00 –25.5 –28.0 –17.4
Yuki Mizuho Jpn PGth JP EQ IRL 09/19 JPY 10497.00 –36.0 –40.6 –22.0
Yuki Mizuho Jpn SmCp JP EQ IRL 09/19 JPY 7683.00 –39.4 –45.1 –26.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/19 JPY 6785.00 –27.8 –34.6 –18.7
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/19 JPY 3383.00 –40.8 –44.8 –39.2

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 09/19 JPY 6121.00 –30.8 –36.3 –19.2
Yuki 77 General JP EQ IRL 09/19 JPY 8112.00 –29.4 –36.9 –18.5
Yuki 77 Growth JP EQ IRL 09/19 JPY 8297.00 –32.4 –39.8 –22.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/19 JPY 8360.00 –28.2 –37.9 –20.3
Yuki Chugoku Jpn Gro JP EQ IRL 09/19 JPY 6807.00 –32.5 –36.6 –18.6
Yuki Chugoku Jpn Inc JP EQ IRL 09/19 JPY 6938.00 –20.1 –26.9 –13.7
Yuki Chugoku JpnLowP JP EQ IRL 09/19 JPY 9831.00 –24.6 –29.5 –15.1
Yuki Chugoku JpnPurGth JP EQ IRL 09/19 JPY 6125.00 –30.0 –37.7 –20.9

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/19 JPY 9143.00 –28.9 –37.0 –19.5

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/19 JPY 6180.00 –29.9 –36.9 –18.1
Yuki Hokuyo Jpn Gro JP EQ IRL 09/19 JPY 5300.00 –34.1 –41.4 –23.9
Yuki Hokuyo Jpn Inc JP EQ IRL 09/19 JPY 6875.00 –18.5 –27.2 –14.3

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/19 JPY 6595.00 –32.0 –39.7 –20.7
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 09/19 JPY 6056.00 –32.2 –37.7 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/19 JPY 6850.00 –28.4 –40.1 –19.2

Continued from previous page

n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 08/29 USD 65.87 –78.2 NS NS

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

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

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

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 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 09/17 USD 990.98 –6.4 –1.6 NS

AJR International B US EQ VGB 09/19 USD 166.24 –6.4 –4.0 NS

Cambrian Asia Ltd. AS EQ VGB 09/17 JPY 6867.00 –29.7 NS NS

Cambrian Europe Ltd. EU EQ VGB 09/17 EUR 80.84 –22.7 NS NS

Cambrian Fund Ltd. A US EQ VGB 09/17 USD 630.06 –27.0 NS NS

Cambrian Fund Ltd. B US EQ VGB 09/17 USD 153.71 –27.0 NS NS

Rodinia Fund Ltd US EQ VGB 09/17 USD 125.79 –12.8 –10.5 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 08/29 GBP 1.53 –5.7 –4.7 2.8
Euro Absolute EUR OT OT GGY 08/29 EUR 2.15 –6.3 –5.4 1.1
Global Absolute OT OT GGY 08/29 GBP 1.08 –3.5 0.1 6.1
Global Absolute USD OT OT GGY 08/29 USD 2.00 –4.7 1.4 5.9

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 08/29 EUR 107.04 –4.4 0.7 NS
Special Opp Inst EUR OT OT CYM 08/29 EUR 100.53 –3.9 1.6 NS
Special Opp Inst USD OT OT CYM 08/29 USD 109.69 –4.0 1.9 NS
Special Opp USD OT OT CYM 08/29 USD 108.44 –4.4 1.2 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT CYM 08/29 EUR 137.62 –2.8 3.9 8.9
GH Fund CHF Hdg OT OT JEY 08/29 CHF 117.21 –4.4 0.3 4.5
GH Fund EUR Hdg OT OT JEY 08/29 EUR 127.69 –3.3 2.3 6.5
GH Fund EUR Hdg (Non-V II) OT OT JEY 08/29 EUR 113.35 –3.2 2.3 6.5
GH Fund EUR Hdg (Non-V) OT OT JEY 08/29 EUR 127.69 –3.3 2.3 6.5
GH Fund GBP Hdg OT OT JEY 08/29 GBP 139.76 –2.4 4.0 8.3
GH Fund Inst EUR OT OT JEY 08/29 EUR 97.98 NS NS NS
GH Fund Inst JPY OT OT JEY 08/29 JPY 9643.52 –5.0 –0.2 NS
GH Fund Inst USD OT OT JEY 08/29 USD 113.92 –3.0 3.3 8.4
GH FUND S EUR OT OT CYM 08/29 EUR 133.51 –2.3 3.6 7.8
GH FUND S GBP OT OT CYM 08/29 GBP 138.36 –1.8 4.9 9.3
GH Fund S USD OT OT CYM 08/29 USD 152.09 –2.6 3.9 9.0
GH Fund USD OT OT GGY 08/29 USD 282.16 –3.5 2.6 7.7
Hedge Investments OT OT JEY 08/29 USD 142.53 –2.9 3.0 7.8
Leverage GH USD OT OT GGY 08/29 USD 137.26 –10.0 –0.7 8.5
MultiAdv Arb CHF Hdg OT OT JEY 08/29 CHF 107.57 –5.7 –4.6 0.6
MultiAdv Arb EUR Hdg OT OT JEY 08/29 EUR 116.21 –4.4 –2.7 2.4

MultiAdv Arb GBP Hdg OT OT JEY 08/29 GBP 126.44 –3.8 –1.6 3.5
MultiAdv Arb Inst USD OT OT CYM 06/30 USD 98.01 –0.8 NS NS
MultiAdv Arb S EUR OT OT CYM 08/29 EUR 122.55 –3.8 –1.6 3.7
MultiAdv Arb S GBP OT OT CYM 08/29 GBP 128.91 –3.0 –0.3 5.2
MultiAdv Arb S USD OT OT CYM 08/29 USD 135.52 –4.2 –1.7 4.7
MultiAdv Arb USD OT OT GGY 08/29 USD 212.06 –5.0 –2.9 3.3

n HSBC Uni-folio
Alpha AdvantEdge OT OT JEY 08/29 USD 124.20 –6.8 –2.3 3.4
Asian AdbantEdge EUR OT OT JEY 08/29 EUR 103.08 –13.1 –5.5 NS
Asian AdvantEdge OT OT JEY 08/29 USD 184.79 –13.5 –5.3 7.7
Emerg AdvantEdge OT OT JEY 08/29 USD 176.63 –14.6 –5.1 6.7
Emerg AdvantEdge EUR OT OT JEY 08/29 EUR 102.09 –14.4 –5.8 NS
Europ AdvantEdge EUR OT OT JEY 08/29 EUR 133.01 –6.7 –5.5 2.1
Europ AdvantEdge USD OT OT JEY 08/29 USD 138.64 –7.2 –5.6 2.9
Japan AdvantEdge JPY OT OT JEY 08/29 JPY 8537.03 –9.1 –8.7 –9.3
Japan AdvantEdge USD OT OT JEY 08/29 USD 99.02 –7.8 –5.9 –5.4
Lvgd Alpha AdvantEdge OT OT JEY 08/29 USD 122.02 –15.9 –9.5 0.7
Trading AdvantEdge OT OT GGY 08/29 USD 141.03 4.8 21.6 16.2
Trading AdvantEdge EUR OT OT GGY 08/29 EUR 127.62 4.5 20.2 14.6
Trading AdvantEdge GBP OT OT GGY 08/29 GBP 133.66 6.2 22.9 16.7
US AdvantEdge OT OT JEY 08/29 USD 123.37 –2.4 2.4 5.2

n INTEGRATED ALTERNATIVE INVESTMENTS, TEL: +44 (0)20 75149200
Email: contact@integratedai.com - Website: www.integratedai.com
Altipro OT OT FRA 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 08/31 EUR 2078.83 –5.7 –2.3 5.6
KBL SPOP Investing OT OT LUX 08/31 USD 2005.77 –6.0 –2.2 6.6
KBL SPOP Long/Short Eq OT OT LUX 08/31 USD 543.52 –17.9 –10.0 NS
KBL SPOP Long/Short Eq OT OT LUX 08/31 EUR 536.69 –17.5 –10.0 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 09/12 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 09/16 USD 57.87 21.6 54.4 25.9
Superfund GCT USD* GL EQ LUX 09/16 USD 2857.00 17.8 36.7 18.3
Superfund Gold A (SPC) GL OT CYM 09/16 USD 858.18 –2.4 27.6 21.0
Superfund Gold B (SPC) GL OT CYM 09/16 USD 904.06 –3.4 31.7 26.5
Superfund Q-AG* OT OT AUT 09/16 EUR 7305.00 13.0 24.7 15.3

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 185.52 9.3 22.4 15.7
Winton Futures GBP GL OT VGB 08/29 GBP 198.82 10.3 24.4 17.3
Winton Futures JPY Lead Series 2 GL OT VGB 08/29 JPY 13482.81 7.1 19.1 12.8
Winton Futures USD GL OT VGB 08/29 USD 662.35 9.3 23.1 16.8

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
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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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Mumbai taps Hollywood
Reliance ADA sets
$1.2 billion venture
with Steven Spielberg

By Lauren A.E. Schuker

The principals of DreamWorks
SKG have completed a long-antici-
pated deal with one of India’s larg-
est entertainment conglomerates to
set up a $1.2 billion film company, ac-
cording to people familiar with the
matter.

The deal gives DreamWorks co-
founder Steven Spielberg and Dream-
Works Chief Executive Stacey Snider
the financial support they need to
leave Viacom Inc.’s Paramount Pic-
tures and start a new venture.

Mumbai-based Reliance ADA
Group will invest $500 million in eq-
uity and provide $700 million in
debt through J.P. Morgan Chase &
Co. toward the new venture, which
will produce about six films a year.

News of the talks between
DreamWorks principals and Reli-
ance surfaced in June, but an agree-

ment wasn’t finalized until now,
these people said.

A DreamWorks spokesperson
had no comment. Rajesh Sawhney,
head of Reliance Big Enter-
tainment, a division of Reli-
ance ADA Group, also de-
clined to comment.

Now that the Dream-
Works team has sealed the
agreement with Reliance, at-
tention will quickly shift to
the question of where the
new company will distrib-
ute its films. General Elec-
tric Co.’s Universal Pictures,
where Mr. Spielberg began
his career, is thought to be a
top choice, though an agreement has
yet to be reached. The DreamWorks
team also plans to strike a new deal
with Time Warner Inc.’s HBO.

Once those deals are in place,
DreamWorks principal David Geffen
is expected to resign from Para-
mount, where DreamWorks has
been stationed since it was sold to Vi-
acom in 2006. Mr. Geffen isn’t ex-
pected to be part of the new venture.

Mr. Spielberg and Ms. Snider will
depart Paramount after a series of

high-profile disagreements with
the studio during their short time to-
gether. Even after the pair leave,
however, Mr. Spielberg will con-

tinue to work with the stu-
dio on a number of movies.

Mr. Spielberg will con-
tinue to have creative con-
trol over certain projects at
the studio. While it was
once thought that the
DreamWorks team would
try to take some projects
with them to the new ven-
ture, it is now more likely
that those films will remain
at Paramount, with Mr.
Spielberg receiving com-

pensation for his involvement.
The marriage between some of

Hollywood’s biggest names and an
Indian conglomerate is less surpris-
ing than it seems. The new deal
comes in the wake of a financial
drought in Hollywood, with the in-
dustry looking to foreign investors
to replace some of the billions of dol-
lars that Wall Street poured into
film financing in recent years but
has since evaporated with the crum-
bling credit markets.

GM will draw down credit line

Icahn free now to push Yahoo agenda

Apple Inc.

Apple Inc. said it will exchange
power adapters for its iPhone 3G
cellphone after receiving reports
that the device’s metal prongs can
break off in power outlets, causing a
risk of electric shock. The Cuper-
tino, Calif., company said it has re-
ceived reports of detached prongs
involving a “very small percentage
of the adapters sold” but that no in-
juries have been reported. The
model at risk is the ultracompact
USB adapter that shipped with all
iPhone 3Gs sold in the U.S., Japan,
Canada, Mexico and several other
countries in Latin America. IPhone
3Gs sold in Europe and elsewhere
aren’t affected, Apple said. An Ap-
ple spokeswoman declined to say
how many iPhone 3Gs were sold in
the countries where it is offering
power-adapter replacements.

Cisco Systems Inc.

Cisco Systems Inc., aiming to
further its push into the online con-
ferencing market, said it will ac-
quire instant-messaging start-up
Jabber Inc. for an undisclosed
amount. The San Jose, Calif., com-
puter-networking company is bet-
ting that business users will want
the tools it is acquiring to work on,
share and store files in a virtual
“work room,” where they can col-
laborate on projects and communi-
cate over the Internet. Cisco be-
lieves such tools, dubbed the “col-
laboration” market, can be a $34 bil-
lion industry. “Make no mistake, we
are playing to win in the [collabora-
tion space],” said John Chambers,
Cisco’s chief executive and chair-
man during a talk with analysts on
Tuesday. Jabber adds instant-mes-
saging and other communications
technology to Cisco’s fold.

Steven Spielberg

By John D. Stoll

And Kathy Shwiff

General Motors Corp. said it in-
tends to draw down the remaining
$3.5 billion of an existing $4.5 bil-
lion secured revolving credit facility
to boost its liquidity amid uncer-
tainty in the capital markets.

The move reflects concern at GM
about the effect tight credit mar-
kets are having on the company’s
cash cushion. GM’s liquidity has
been drained by falling sales in the
U.S. and restructuring charges re-
corded in recent years.

The $4.5 billion secured revolv-
ing credit facility was put in place in
July 2006 with a consortium of
banks and provides liquidity that
GM can draw on to fund working cap-
ital and other needs. Earlier this
year, GM drew down about $1 billion
from the line of credit, but in the
past it has avoided relying heavily
on its credit lines, as it enjoyed a rel-
atively solid liquidity position.

GM executives said as recently
as June that drawing down the
credit line may send a negative sig-
nal to investors.

GM also said Friday that it com-

pleted a $322 million debt-to-equity
exchange. The auto maker issued
28.3 million new shares of its com-
mon stock in exchange for a $322
million principal amount of its 1.5%
Series D senior convertible deben-
tures, which mature in June.

“Accessing the funds available to
us is a prudent liquidity measure,”
GM Treasurer Walter Borst said.
“Drawing on the revolver now im-
proves our liquidity position at a
time when the capital markets have
become more challenging.”

On the New York Stock Exchange
Friday, GM’s shares rose $1.68, or
15%, to $13.08. GM’s shares have ral-
lied amid wider optimism on Wall
Street and hopes the auto maker
will receive billions of dollars in
loans from the U.S. government.

In July, GM unveiled a $15 billion
fund-raising plan designed to keep
the company afloat through the end
of 2009. About $10 billion of that
would be achieved through cost
cuts, such as a dividend cut and capi-
tal-expenditure reductions, while
another $5 billion would be raised
through asset sales and secured-fi-
nancing deals.

But GM, like many companies,

has had difficulty tapping the credit
markets this year. The auto industry
has been pressured as U.S. auto sales
have hit a 15-year low, and the profit-
able truck and sport-utility-vehicle
segments have collapsed under the
weight of high gasoline prices.

As GM in recent months has
sought new financing, it has found
the costs of the loans to be prohibi-
tive. It is lobbying Washington to ap-
prove funding for $25 billion in
loans. Without those loans or a loos-
ening of the credit markets, many
analysts and investors fear GM will
run into a cash crunch that could
lead to an inability to meet its
day-to-day funding needs.

A tough economy and falling mar-
ket share have led GM to post a
string of losses and spend billions of
dollars on a restructuring of its
North American operations and on
assisting Delphi Corp.—its top
parts supplier—through a three-
year bankruptcy process. GM re-
cently has been burning $1 billion in
cash on a monthly basis and had
$20.5 billion in cash at the end of
the second quarter.

Its credit lines weren’t counted
in the $20.5 billion figure.
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By Jessica E. Vascellaro

And Joann S. Lublin

Yahoo Inc.’s revamped board will
meet for the first time next week,
giving investor Carl Icahn his first
chance to push his agenda for the In-
ternet company from the inside.

The new board, which includes
Mr. Icahn and two new directors Ya-
hoo chose and Mr. Icahn supported,
Frank Biondi and John Chapple,
will hold a board dinner Monday
night followed by a meeting Tues-
day, according to people familiar
with the matter.

It isn’t clear whether Mr. Icahn
will show up, according to someone
close to the situation, as Mr. Icahn of-
ten attends board meetings by phone
rather than in person. What changes

he intends to push for—and how vig-
orously—also remains unclear. He
couldn’t be reached for comment.

Mr. Icahn, Mr. Biondi and Mr.
Chapple joined Yahoo’s board this
summer as part of the activist in-
vestor’s agreement to drop his
campaign to oust Yahoo’s direc-
tors. Mr. Icahn attacked the Yahoo
board for rebuffing multiple offers
from Microsoft Corp. to buy all or
parts of Yahoo.

Mr. Biondi is former chief execu-
tive of Viacom Inc. and former chair-
man and CEO of Universal Studios.
Mr. Chapple is former CEO of Nextel
Partners, a small wireless company
that Sprint Nextel Corp. bought.

During Tuesday’s board meet-
ing, Yahoo executives will offer an
update about ongoing talks with

Time Warner Inc., said one person
familiar with the situation. The two
sides continue to discuss a possible
combination of Yahoo with AOL, ac-
cording to people familiar with the
matter.

Another likely topic at that meet-
ing: potential regulatory opposi-
tion to Yahoo’s search-advertising
partnership with Google Inc. A num-
ber of customers already have ob-
jected—and that may sway regula-
tors. As a result, Yahoo and Google
have stepped up their defense of
the deal, which allows Yahoo to
show search ads sold by Google and
to take a share of the revenue. Any
unraveling of that agreement
would be a big blow for Yahoo and
could accelerate the board’s consid-
eration of other options.

Toshiba Corp.

Toshiba Corp. lowered its sales
and profit outlook for the full fiscal
year ending March 2009, as its strug-
gling chip business will likely cause
losses in the first half. The electron-
ics conglomerate, which makes ev-
erything from nuclear reactors to
televisions, now estimates a net
profit of 70 billion yen ($652.5 mil-
lion) for this fiscal year, falling short
of the 130 billion yen in profit in its
April outlook. The company also low-
ered its full-year sales outlook to 7.7
trillion yen from eight trillion yen,
while it cut its operating-profit out-
look to 150 billion yen from 290 bil-
lion yen. In the first half to Septem-
ber, the company will likely post an
operating loss of 30 billion yen.

—Compiled from staff
and wire service reports.

Hyundai Motor Co.

Hyundai Motor Co. of South Ko-
rea said it will build a $600 million
plant in São Paulo, targeted to start
production in the first half of 2011.
Hyundai and São Paulo have signed
a memorandum of understanding to
start building the plant, which will
have capacity of 100,000 units a
year, as early as November, Hyundai
said. It will be Hyundai’s seventh
overseas plant and will help the com-
pany to cope with competition from
Toyota Motor Corp. and Honda Mo-
tor Co., which also plan to build
plants in Brazil, it said. The Brazil fa-
cility will produce small cars that
can run on gasoline and ethanol.

Informa PLC

Consortium withdraws
its plan for a takeover

The private-equity consortium
planning to take over Informa PLC
withdrew, making the deal the lat-
est victim of the global-financial
crisis. The consortium, made up of
Providence Equity Partners Ltd.,
Carlyle Group LLC and Blackstone
Group LP, dropped its £1.9 billion
($3.49 billiion) offer—which the
U.K. publisher and events company
had rejected as too low—after fail-
ing to find financing for a sweet-
ened bid. Informa said Friday that
it isn’t in talks with any third par-
ties. “It’s no surprise given recent
events that funding of any offer has
become more challenging,” said an
Informa spokesman. The consor-
tium said it might make another of-
fer within six months if there is an-
other bid for Informa, if Informa’s
board invites it to make another of-
fer, or if there is a material change
in circumstances.

PepsiCo Inc.

Beverage giant and snack-food
maker PepsiCo Inc. plans to invest
$500 million over the next three
years to boost its Indian operations,
the company’s chairman and chief
executive said Sunday. Indra Nooyi
said in New Delhi that the company
hopes to triple its business in the
country. The investment will be
spread over manufacturing capac-
ity, market infrastructure, environ-
ment-sustainability initiatives, re-
search and development, including
for new products, and agriculture,
the company said. The additional in-
vestment is expected to create
50,000 new jobs in the country. Pep-
siCo has invested about $700 mil-
lion in India since 1989.

American International Group

The head of the Singapore unit of
insurance giant American Interna-
tional Group Inc. resigned after 14
years with the company. Mark
O’Dell, general manager of AIA Sin-
gapore, has left and Executive Vice
President Kenneth Juneau will take
over, the company said Friday. “His
decision to leave the company is in
no way related to the recent develop-
ments at AIG,” said Mark Wilson, re-
gional president of AIG Life Compa-
nies in Asia Pacific. AIA Singapore’s
headquarters was overwhelmed
with nervous policyholders seeking
to find out the status of their policies
or cash them out. The company said
that anyone who terminated a policy
will be allowed to reinstate it during
the next two weeks without penalty.
Both AIA Singapore and the central
bank reiterated that the company’s
policies are safe.

SJM Holdings Ltd.

Macau casino firm SJM Holdings
Ltd. said first-half net profit rose
8.1% from a year earlier on higher
nongambling revenue, while gam-
bling revenue fell amid an increase
in competition. The recently listed
company, controlled by Hong Kong
casino businessman Stanley Ho, had
a net profit of 571 million Hong Kong
dollars (US$73.4 million), up from
HK$528.4 million a year earlier. Gam-
bling revenue fell 4.5% to HK$15.45
billion, while nongambling revenue,
such as that from food and bever-
ages, rose 67% to HK$120.6 million.
SJM owns 18 of Macau’s 28 casinos
and enjoyed a gambling monopoly in
the city until 2002.
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By Deborah Lynn Blumberg

The dog days have arrived for
the U.S. Treasurys market.

The U.S. government’s latest ef-
fortsto revive short-term funding mar-

kets, which cap off a
series of unprece-
dented steps taken
this month to stabi-
lize the financial sys-

tem, have calmed markets and set the
stage for bond-market losses this
week and beyond.

For sure, yields, which move in-
versely to prices, won’t head higher
in a straight line. Even with the gov-
ernment’s assistance plan, the U.S.
economy still faces challenges, par-
ticularly on the housing and jobs
front. Global growth remains weak.
Further flare-ups can’t be ruled out.

Government action “is going to
be a relief to the financial system in
the near term, and clearly it’s hav-
ing an impact,” said David Ader,
head of government-bond strategy
at RBS Greenwich Capital. “But re-
lief on Wall Street does not necessar-
ily translate to relief on Main Street.
That story still needs to unfold.”

The hope is that given government
assistance, banks not only will become
more generous in lending to one an-
otherbutwill extendmoreloans to con-
sumers and homeowners, ultimately
leading to a leveling-off in home prices
and a recovery in housing.

The latest government step
“opens the door, clears the path for
recovery,” said Steve Rodosky, head
of Treasury and derivatives trading
at Pacific Investment Management
Co., which manages the world’s larg-
est bond fund. “It doesn’t mean in-
stantaneous recovery.”

Friday, enthusiasm was running
high as the Federal Reserve said it
would expand its liquidity programs
to help money-market funds, and
Treasury announced it would insure
the funds’ holdings for a year.

Longer term, the government’s
plan to take the toxic mortgage-re-
lated assets off bank balance sheets
will lead to further losses in the
Treasury market. As confidence
builds that the worst of Wall
Street’s turmoil has passed, inves-
tors will move into riskier assets. At
the same time, the prospect of addi-
tional supply required to fund the
government’s varied plans will
weigh on the market.

By Diya Gullapalli

And Shefali Anand

The U.S. bailout of money-market
funds seems to have stanched the out-
flow of investments that bedeviled
the industry this past week—and
ended the economy-threatening re-
luctance of the funds to buy vital com-
mercial paper.

As news broke that the U.S. gov-
ernment will insure fund assets and
the Federal Reserve will lend to
funds, the fear that had gripped the
$3.4 trillion money-fund realm
abated. Larry Fink, chief executive of
asset manager BlackRock Inc., which
sponsors nine money funds, said the
situation “is stabilizing.” The inves-
tor rush out of money funds appeared
to end, and the commercial-paper
market came back to life.

The news came too late for Re-
serve Primary Fund, which had
helped touch off the crisis. Almost all
the fund’s investors have requested
withdrawals. On Friday, the fund, run
by Reserve Management Co., said it
was suspending redemptions and de-
laying payment for longer than its pre-
viously disclosed seven-day hiatus.

The U.S. Treasury is establishing a
temporary guaranty program for the
money-fund industry. For the next
year, it is insuring retail and institu-
tional funds, though not those invest-
ing exclusively in municipal and gov-
ernment debt. In addition, the Fed
said it will essentially lend as much as
$230 billion to the industry, via
banks, to be used against their illiquid
asset-backed holdings.

The withdrawals from money
funds were stunning. They generated
by far the highest redemptions on
record, losing $144.5 billion through
earlier this past week, according to
AMG Data Services. The industry had
only $7.1 billion in redemptions the
week before.

The redemptions created huge
problems for the $1.7 trillion commer-
cial-paper market. Money funds
weren’t buying the paper anymore
but were dumping it to cash out inves-
tors. This threatened to tip the econ-
omy into recession by cutting off a vi-
tal funding source for U.S. business.

The funds’ push into Treasurys

helped pull their short-term yields
down to zero, which backfired on the
money funds. On Friday, fund tracker
Lipper said that more than 40% of the
1,263 U.S. taxable money-market mu-
tual funds it tracks posted zero re-
turns amid their negligible returns
from their concentration in govern-
ment paper.

As a result of money funds’ buyers
strike, commercial paper became in-
creasingly expensive, soaring to 8%
yields from a little more than 2% the
week before as investors demanded

more for taking on increasing risk.
Although systemwide statistics

for money funds weren’t immediately
available Friday, anecdotal evidence
suggests the investor exodus was re-
ceding, barring some new eruption.

Some money-fund customers can-
celed plans to redeem their invest-
ments in cash, according to Legg Ma-
son, which manages $187 billion in
money funds. Meanwhile, funds
across the industry that had charged
into the relative safety of Treasurys
reversed course.

On Friday, Ameriprise Financial
said it has filed a suit against Reserve
Primary Fund’s parent, Reserve Man-
agement. Ameriprise and a subsid-
iary hold more than 300,000 retail-cli-
ent accounts in the fund. Third Ave-
nue Institutional International
Value Fund also filed a suit Friday, al-
leging that Reserve misled investors
earlier in the week about its ability to
preserve $1 net asset value.

Reserve declined requests for com-
ment.  —Anusha Shrivastava

contributed to this article.

Bailout eases money-fund outflow
Fear abates, ending
reluctance to buy
commercial paper
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Money market funds were created in the inflationary 1970s
to get around federal caps on bank interest by investing in 
better-paying short-term corporate debt. Now holding a 
gargantuan $3.4 trillion in assets, money funds are major 
buyers of commercial paper.

Although not federally insured, money funds have an aura of 
safety because they typically invest in solid corporate debt. 
The funds aim is to keep net asset value per share at $1.

After investors stampeded out of the funds, threatening to 
cripple corporate funding, the federal government announced 
a plan Friday to temporarily insure money market accounts,
much as it does for banks.

Also, the Federal Reserve opened its discount window to 
allow the funds to borrow up to $230 billion, via commercial 
banks, against illiquid asset-backed securities the funds 
hold. 

Bailing out the ‘safe bet’

The $62 billion Reserve 
Primary fund loses 
money from the Lehman 
Brothers Holdings debt
it owns, and announces
Tuesday that it has 
“broken the buck” with 
net asset value per 
share dipping to $0.97.  

Investors flee,
funds freeze

The announcement triggers a mass investor 
exodus that cripples the money-fund industry. 

The outflows stopped the funds 
from buying commercial paper, 
leaving companies struggling to
finance their daily operations.

The funds earn money by buying
corporate commercial paper, 
which are short-term IOUs that 
companies issue so they can pay 
for operations. 

A typical money
market fund
Investors saw money 
market funds as a
safe place to park
money, while earning 
a bit more than a
bank pays.

Investors Money market fund

Companies

Money 
loaned

Interest on 
commercial 

paper

Investor 
returns
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Money 
market 
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Stage appears set
for wider selling
in U.S. Treasurys
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B
ELGIUM needs
radical constitu-
tional reforms

so it can devolve
more powers to its
Dutch and French-
speaking regions, a
special committee rec-
ommended as it
sought to resolve the

country’s political crisis. Three politicians—two
Francophones and the leader of Belgium’s German-
speaking region—offered a plan to resolve a dispute
that has deadlocked Belgian politics since the June
2007 election.

The impasse has raised questions on whether the
two linguistic regions should go their own way and
break up Belgium into 6.5 million Dutch speakers
and four million Francophones.  —Associated Press

U
.S. DEFENSE Secretary
Robert Gates, left, said
Friday after a NATO

meeting that he told allies
that they will be expected to
share the cost of a planned
expansion of the Afghan na-
tional army.

“I let a number of my col-
leagues know that we would
be in touch in terms of the im-
portance of sharing the cost
of the increased size of the Af-

ghan army because, after all, the effectiveness of the
Afghan security forces—and in particular the army—
in the long term is NATO’s exit strategy,” he said.

The Afghan army is to grow from 80,000 soldiers
to 134,000 to prevent the country from again becom-
ing a haven for terrorists. —Associated Press
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Gates says allies should
help pay for Afghan army
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Panel recommends reform
to resolve political crisis

T
HE GEORGIAN
crisis has
strengthened

the strategic impor-
tance of Turkey in the
Caucasus and for the
European Union, the
bloc’s enlargement
chief said.

EU Enlargement
Commissioner Olli Rehn said Turkey was “engaged
in very active and evidently successful diplomacy”
in its neighboring regions. Ankara officials have met
separately with Georgian and Russian officials in an
effort to promote peace. It is also helping to normal-
ize ties between Syria and the EU.

He gave no specific information on when, or
whether, Turkey was likely to join the EU.
 —Associated Press
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Aso leads in race for Japan prime minister
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Russian defense spending to hit $50 billion
Conflict in Georgia
exposed deficiencies
of an aging arsenal

7
TURKEY

ECONOMY & P0LITICS

By Andrew Osborn

Moscow

T HE KREMLIN is set to boost
its defense budget by more
than one-quarter, taking it to

a post-Soviet high of $50 billion
next year as it seeks to add muscle
to its foreign policy and reverse un-
derinvestment.

The cash infusion also is aimed at
fixing problems revealed by last
month’s brief war with Georgia.
Though the Russian military crushed
the smaller Georgian one, it suffered
substantial losses, according to mili-
tary analysts.

Even with the increase, dis-
closed in a draft budget that was
given preliminary approval in Parlia-
ment Friday, Russia’s military
spending still will be only a fraction
of the roughly $700 billion the U.S.
spends annually. But the budget in-
crease highlights a gap between
President Dmitry Medvedev’s some-
times-conciliatory rhetoric and ac-
tual Kremlin policies.

Earlier this month, Mr.
Medvedev told foreign observers
that Russia didn’t aim to become a
“militarized country behind an Iron
Curtain.” The previous day he had
struck a different note, though, say-
ing that rearming Russia is one of
“the highest state priorities.”

Mr. Medvedev and Prime Minis-
ter Vladimir Putin said they don’t
want Russia to be drawn into a Cold
War-style arms race that would
drain funds needed to replace crum-
bling infrastructure and improve liv-
ing standards. But military spend-
ing has risen almost every year
since 2000, and militaristic displays
such as Red Square tank-and-mis-
sile parades have made a comeback.

On Thursday, a Russian nuclear
submarine in the White Sea success-
fully test-fired a new intercontinen-
tal ballistic missile, hitting a target
on the Pacific Coast more than
4,200 miles away, officials said. On
Friday, two strategic bombers re-
turned to base after a training exer-

cise in Venezuela. Russian media
portrayed the exercise as a way of
showing Washington that U.S. plans
to place a missile-defense system in
Eastern Europe will draw a re-
sponse.

Secretary of State Condoleezza
Rice derided the planes as a “few ag-
ing” bombers, echoing a series of
comments about the Russian mili-
tary made by U.S. officials.

Earlier this month, a Russian-led
group of former Soviet countries
said it would form a joint military
force in Central Asia, an area where
Moscow has bridled at an embry-
onic U.S. presence. State media also
routinely use the army as a propa-
ganda tool to galvanize patriotic
sentiment, stirring memories of So-
viet military might.

Yet almost two decades of under-
investment have left the Russian
army, navy and air force poor rela-
tions to their Soviet forerunners. As
the military-industrial complex atro-
phied after the Soviet collapse in
1991, deliveries of new equipment
dwindled to almost nil, while money
earmarked for procurement went
into the pockets of corrupt officials.

“Defense spending has multi-
plied since 2000…but the results
have been really meager,” said Pavel
Felgenhauer, a military expert at op-
position newspaper Novaya Gazeta.

Spending rose from $5 billion in
2000 to $40 billion in 2008, but gal-
loping inflation and almost no new
weapons development meant it
made little difference, he said.

A policy to buy only Russian-
made hardware has also taken a toll.
Observers said the top brass is ac-
tively discussing the politically un-
palatable prospect of purchasing
Western-made arms.

Last month’s war against Geor-
gia highlighted the weaknesses of
Russian procurement policies, ac-
cording to reports from Russian mili-

tary officials that have since trick-
led out in the local media.

Though victorious, the Russian
army discovered it had almost no
spy drones, substandard satellite
navigation and an aging arsenal of
imprecise conventional weapons.
When Russian commanders wanted
to communicate with each other,
they had to use cellphones because
their own battlefield communica-
tions equipment was so poor. When
the army wanted to observe Geor-
gian troop movements, it sent a
Tu-22 strategic bomber to do the

job of a drone. It was shot down. Rus-
sian officers discovered that cap-
tured Georgian hardware—of the
same Soviet-era vintage as their
own—was actually better, since it
had been modernized. Georgian
tanks, unlike their Russian counter-
parts, had night-vision and fire-cor-
rection mechanisms.

The Moscow Defense Brief journal
said the conflict was a wake-up call.

“Victory over the Georgian army…
should not be a cause for euphoria,
but rather a stimulus to accelerate
military transformation,” it wrote.

2001 ’02 ’04 ’06 ’08 ’09

proposed

0

10

20

30

40

50

$60 billion

Rearming
Russia’s defense spending

Source: GlobalSecurity.org

Sailors march during a ceremony
marking Russian Navy Day in the Far 
East city of Vladivostok (left).
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By Hiroko Tabuchi

TOKYO—Japan’s ruling party
picks a successor to Prime Minister
Yasuo Fukuda on Monday, and it
looks like a thankless job. The party
is struggling after two leaders quit
in quick succession in two years, and
risks falling from power for the first
time in more than a decade. The
economy was flirting with recession
even before the U.S. financial crisis.

Enter “manga” man Taro Aso. The
overwhelming favorite for the top
job is an ardent fan of manga comics
and a cheerleader for Japan’s pop cul-
ture. That has brought the 68-year-
old politician popularity among
many younger voters, something the
Liberal Democratic Party hasn’t

found in a leader since charismatic
former Prime Minister Junichiro Koi-
zumi, who governed from 2001 to
2006. Because the LDP controls the
lower house of Parliament, which
chooses the prime minister, whoever
heads the LDP is assured of election
as prime minister on Wednesday.

Mr. Aso’s favored policies con-
trast with those of Mr. Koizumi, an
advocate of smaller government. Mr.
Aso has suggested he is keen to boost
public spending to bolster the econ-
omy. “Factories won’t come where
there are no roads. We have to priori-
tize the economy,” he said last week.

That is making Mr. Aso popular
among smaller companies and in ru-
ral communities, constituencies
that tend to have a high percentage

of older voters who feel they’ve
been shortchanged in some of the
country’s recent overhauls. Many in
the LDP hope Mr. Aso’s support
among young and old will help the
party recoup its losses under Mr.
Fukuda, who resigned Sept. 1 after a
year in office.

Mr. Aso leads four other contend-
ers in public-opinion polls, as well
as surveys of LDP lawmakers and re-
gional party delegates who vote in
Monday’s poll. Other candidates in-
clude Yuriko Koike, a former de-
fense minister who wants to be Ja-
pan’s first female prime minister,
and Kaoru Yosano, a former econ-
omy minister. According to a recent
poll by the national Asahi newspa-
per, Mr. Aso has 42% support

among the public, compared to 8%
for Ms. Koike and 6% for Mr. Yosano.

Mr. Aso will need to deliver re-
sults fast. The ruling party could
call nationwide elections as early as
next month. If the LDP loses its ma-
jority in the powerful lower house
of Parliament, it will fall from power
for only the second time since its
founding in 1955.

Mr. Aso is the grandson of a
former prime minister. He has held
four cabinet posts, including for-
eign minister. He has run for prime
minister three times, losing each
time but eventually bouncing back
to fill important posts in the govern-
ment and party.
 —Miho Inada

contributed to this article.

EU says Georgia crisis
bolsters Ankara’s value
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For China banks, a revival
Big four strengthened
by Beijing’s backing
and bad-debt purge

THE INTERNATIONAL INVESTOR
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A scant six years ago, China’s
four biggest banks were stumbling,
weighed down by piles of bad debt
and in desperate need of a govern-
ment bailout. Today, amid financial
turmoil in the U.S. and Europe, the
Chinese banks say they have turned
the tables to become some of the
world’s healthiest lenders.

Big Chinese banks such as Indus-
trial & Commercial Bank of China

Ltd., Bank of China Ltd. and China
Construction Bank Corp. have big
cash hoards. They have suffered
only minor hits from the collapse of
major U.S. institutions such as Fan-
nie Mae, Freddie Mac and Lehman
Brothers Holdings Inc. They focus
on the bread-and-butter businesses
of taking deposits and making
loans, with little presence in the
complex financial products that
helped spark the credit crisis. While
their shares have plunged along
with those of other countries’
banks, China’s are in better shape to
weather the storm.

“In relative terms, Chinese
banks are in more sound financial
shape than we see elsewhere,” says
Jing Ulrich, chairman and manag-
ing director of J.P. Morgan Chase &
Co.’s China equities business.

They also have backing from
Beijing. Starting in 2003, Beijing
stripped decades of bad loans off
the balance sheets of technically in-
solvent banks and pumped in fresh
capital, in the form of $60 billion of
foreign-exchange reserves. The
move raised issues of moral hazard
but left the banks in stronger shape.

Policy makers continue to show
their willingness to help out. On
Thursday, in an effort to prop up ail-
ing equity markets, Chinese offi-
cials said an arm of the country’s
sovereign wealth fund would buy
more shares of ICBC, Bank of China
and CCB. The news sent their shares
soaring and helping the broader
Asian markets.

However, the banks have limited
ability to help other banks abroad.
They face skepticism from policy

makers in Beijing who have seen
other Chinese investments in the
West decline and who don’t want to
throw good money after bad. Other
governments could throw up hur-
dles, such as requiring approval for
foreign companies taking stakes in
domestic banks.

“It takes time for China’s gov-
ernment to feel comfortable with
implications of these transactions
and come to agreement on deci-
sions.” said Li Xiaoming, managing
partner of law firm White & Case’s
Beijing office.

Chinese bank officials may wait
to see whether the market has hit
bottom. Jiang Jianqing, chairman
of ICBC, said in an interview in
April that his bank would steer
clear of buying assets in the U.S. de-
spite low valuations because he
didn’t think the worst of the credit-

market crisis was over.
“In China’s capital market, peo-

ple always say we should buy at the
bottom of the market. But we don’t
know whether we are already at the
foot level. We may be only at the
waist level,” he said. “We think the
real impact [of the problems] isn’t
yet over.”

Spokesmen for ICBC and CCB de-
clined to comment, while Bank of
China didn’t return calls.

Last month, Bank of China said it
had 473 billion yuan ($69.2 billion)
in cash and cash equivalent at the
end of June. ICBC had 306.5 billion
yuan in cash and equivalents.

Collectively, ICBC, Bank of China
and China Merchants Bank have
$350.6 million invested in Lehman,
which filed for bankruptcy protec-
tion last week. For ICBC and Bank of
China, the country’s third-largest
lender by assets after ICBC and
China Construction Bank, Lehman
exposures account for just 0.01% of
their total assets. In the past year,
Chinese banks also have been paring
their holdings of U.S. subprime debt.

China’s banks may continue to
benefit from being relatively insu-
lated. Bank of China, which has the
most extensive foreign network
among Chinese banks, runs just 689
outlets overseas, fewer than half
that of Citibank, the retail banking
arm of Citigroup Inc.

Analysts say the risks are more
likely to arise domestically if, for in-
stance, China’s economy slows or
the real-estate sector declines,
though few analysts are predicting

dire consequences. Chinese officials
have been cautious in approving
new banking businesses such as
mortgage-backed securities, the de-
rivative that sparked the U.S. finan-
cial crisis, and other risky instru-
ments.

Analysts say until the credit cri-
sis finds its floor, Chinese banks are
unlikely to want to expand too

quickly. “It will be a challenge for
any Chinese state bank to manage a
large-scale investment bank that
has been operating in a very differ-
ent system,” says Brian Gu, head of
the Greater China M&A practice at
J.P. Morgan. “Being a shareholder is
different from taking control of a
U.S. investment bank, which would
present a culture clash.”

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

HSBC drops bid for Korea Exchange Bank
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By Jason Leow in Beijing and
Rick Carew in Hong Kong

By Evan Ramstad

SEOUL—HSBC Holdings PLC’s
decision to abandon its $6.3 billion
deal for control of Korea Exchange
Bank puts the fate of South Korea’s
seventh-largest bank up in the air
again.

But with troubles growing for
the country’s banking sector, ana-
lysts say no other buyer is likely to
move quickly for KEB, which its ma-
jority owner, U.S. investment firm
Lone Star Funds, has tried to sell
since early 2006.

HSBC cited the recent global mar-
ket turmoil, which has slashed mar-
ket valuations of banks in many

other countries, as a reason for giv-
ing up on the KEB deal.

Lone Star and HSBC made their
deal a year ago, but South Korean
regulators refused to act on it while
a court case proceeded against offi-
cials who approved Lone Star’s origi-
nal purchase of KEB.

Two major South Korean banks,
Kookmin Bank and Hana Financial
Group Inc., said Friday they are in-
terested in looking at KEB. Kookmin
originally agreed to buy control of
KEB from Lone Star in 2006. But
Lone Star canceled the deal early
last year, when regulators were
dragging their feet at a time of ris-
ing values for banks.

With bank valuations falling at
present, Kookmin and Hana might
be able to buy KEB for less than
HSBC’s offer. But both face tighten-
ing global credit conditions that
could crimp their existing business
and delay consideration of a bid for
KEB, analysts say.

Loan growth at the two banks,
along with several others in South
Korea, escalated more sharply than
deposit growth for the past two
years, forcing them to look overseas
for funding. With liquidity tighten-
ing, the banks have to pay more to
borrow from overseas, which eats
into profits.

South Korean President Lee

Myung-bak met Saturday with lead-
ers of the central bank and eco-
nomic ministries to discuss the pros-
pect that the global liquidity crunch
will soon affect the nation.

Mr. Lee said the government
should monitor the impact on local
companies. “Small and midsize com-
panies may fail due to a temporary
liquidity squeeze,” he said.

Since 2004, South Korean bank
lending to small and midsize busi-
nesses has grown faster than loans
to big companies. Kookmin, for in-
stance, has seen loans to small and
midsize businesses grow 61% since
the start of last year, while its over-
all loan portfolio expanded 30%.
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