
Pakistani leaders, including Pres-
ident Zardari, were to dine at
the Islamabad hotel devastated
by Saturday’s truck bombing but
changed plans at the last minute.
Gunmen kidnapped Afghanistan’s
ambassador-designate to Paki-
stan and killed his driver. Page 12
n A suicide car bomber killed
nine Pakistani troops in the
country’s volatile northwest.

n Bandits abducted 11 Euro-
pean tourists and their local
guides in southwest Egypt near
the border with Sudan. Page 11

n Israeli Foreign Minister
Tzipi Livni received the formal
nod to attempt to form a new
coalition government.

n Slovenia’s opposition Social
Democrats maneuvered to
wrest control of the govern-
ment from Premier Janez Jan-
sa’s center-right party after Sun-
day’s parliamentary election.

n A car bomb killed an army of-
ficer and wounded six in north-
ern Spain, in a suspected attack
by Basque separatist group ETA.

n The U.N. Security Council
voted to extend the NATO-led
force in Afghanistan.
n Militants kidnapped 155 la-
borers working on constructing
a military base in Afghanistan
after stopping three buses.

n China’s dairy scandal contin-
ued to reverberate as Beijing’s
quality regulator resigned. Page 9

n South Africa’s ruling party
will pick an interim successor to
President Thabo Mbeki on Thurs-
day. The country’s markets took
his resignation in stride. Page 10

n North Korea asked the IAEA
to remove seals and surveil-
lance gear from its Yongbyon
reactor, heightening concerns
Pyongyang may be preparing
to restart its nuclear program.

n Racial prejudice could cost
Obama up to six percentage
points in the U.S. presidential
election against McCain, an
AP-Yahoo News poll suggests.

n A Russian navy squadron set
off for Venezuela, in a Western
Hemisphere deployment unprec-
edented since the Cold War.

n The U.S. defeated Europe to
win golf’s Ryder Cup Sunday
for the first time since 1999.

Japanese financial firms have
returned to the M&A scene,
with Nomura buying Lehman’s
Asian operations and MUFG
making plans to acquire 20% of
Morgan Stanley. Page 1

n The U.S. Federal Reserve
agreed to convert Morgan Stan-
ley and Goldman Sachs Group
into traditional bank holding
companies. Page 1

n U.S. Democrats are looking
to add provisions to the plan to
save financial markets, but there
is no sign yet the proposal will
be delayed or derailed. Page 19

n Russia’s financial crisis is
showing signs that it is likely
to spur consolidation and a
slew of bankruptcies. Page 1

n Investors fled from U.S. fi-
nancial stocks and airlines tum-
bled as oil soared. European
shares fell amid concerns over
the U.S. rescue plan. Page 20

n European insurers such as
AXA and Generali are likely to
benefit from the U.S. home-
loan crisis. Page 2

n European banks, after push-
ing to be included in the U.S.
$700 billion financial-sector
bailout plan, might not reap
much of a benefit. Page 2

n Siemens’s scandal returns to
court as Johannes Feldmayer,
the most-senior former execu-
tive yet, stands trial. Page 6

n IBM plans to review its
membership in technical stan-
dards-setting bodies and may
quit some. Page 6

n Sanofi-Aventis will acquire
Czech generic-drug maker Zen-
tiva in a deal that values the
Prague-listed company at about
$2.6 billion. Page 21

n U.K. interest rates may need
to be set at a relatively high
level amid globalization, the
central bank said. Page 11

n Microsoft and H-P won au-
thorization to buy back billions
of dollars of their stock, high-
lighting the strength of the
technology sector. Page 19

Russian crisis
may fuel wave
of acquisitions

Goldman, Morgan moves
end an era on Wall Street
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Editorial&Opinion

Japanese suitors swoop in
on U.S. investment banks
Nomura and MUFG
nab parts of Lehman
and Morgan Stanley

Grounded
Alitalia’s suicidal unions shoot
down their own jobs.
Review & Outlook. Page 13

7 7

What’s News—
Business & Finance World-Wide

Source: Thomson Reuters
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s Japan's Mitsubishi UFJ Financial 
Group said it has agreed to buy a 
stake of between 10% and 20% in 
Morgan Stanley

Was Stonehenge a Bronze
Age emergency room?
ON OTHER FRONTS | PAGE 30

Training run: McCain,
Obama prepare for debate
NEWS IN DEPTH | PAGES 16-17

By Damian Paletta

And Aaron Lucchetti

The U.S. Federal Reserve’s ex-
traordinary move of agreeing to con-
vert investment banks Morgan Stan-
ley and Goldman Sachs Group Inc.
into traditional bank holding compa-
nies aims to prevent the financial
crisis from infecting Wall Street’s
two premier institutions.

With the move Sunday night,
Wall Street as it has long been
known—a coterie of independent
brokerage firms that buy and sell se-
curities, advise clients and are less
regulated than old-fashioned banks—
will cease to exist. Wall Street’s two
most prestigious institutions will
come under the close supervision of
national bank regulators, subject-
ing them to new capital require-
ments, additional oversight and far
less profitability than they have his-
torically enjoyed.

Already, the biggest rivals of
Goldman Sachs and Morgan Stanley—
Merrill Lynch & Co., Lehman Broth-
ers and Bear Stearns—have merged
into larger banks or sought bank-
ruptcy protection.

“This fundamentally alters the
landscape,” a Goldman Sachs
spokesman said. “By becoming a
bank holding company and being
regulated by the Federal Reserve,
we have directly addressed issues
that have become of mounting con-
cern to market participants in re-
cent weeks.”

The rapid pace of change in re-
cent weeks highlights the severity
of the financial crisis and suggests it
is deeper than many on Wall Street
were willing to admit. Some inves-
tors may view the move as a nega-
tive signal, for it suggests that Gold-
man and Morgan Stanley, two insti-
tutions who were once considered

Please turn to page 31

By Alison Tudor

TOKYO—Japanese financial com-
panies are back on the global stage
as acquirers, seizing opportunities
arising from the U.S. financial crisis
to expand their presence overseas.

On Monday, Japan’s largest bank-
ing group by market capitalization,
Mitsubishi UFJ Financial Group
Inc., said it plans to buy 20% of Mor-
gan Stanley. The two firms are still
talking about the price, but based
on the U.S. investment bank’s book
value at the end of August, the deal
would be valued at about 900 billion
yen, or about $8.39 billion.

Also Monday, Nomura Holdings
Inc., Japan’s largest brokerage
house, won an auction for the Asian
operations of Wall Street firm Leh-
man Brothers Holdings Inc. Nomura
is paying $225 million for the equi-
ties, fixed-income and investment-
banking operations of Lehman
across the region, including in Japan
and Australia, according to a person
familiar with the situation.

The moves show how the U.S. fi-
nancial crisis has opened up opportu-
nities for cash-rich foreign compa-

Please turn to page 4

Money & Investing > Page 19

By Andrew Osborn

MOSCOW—Days after the Krem-
lin unveiled a $120 billion rescue
package that steadied Russian finan-
cial markets, signs that the crisis is
set to spur consolidation and a slew
of bankruptcies emerged. On Mon-
day, a billionaire businessman
bought a 50% stake in one of Rus-
sia’s largest investment banks in
what he said was a sign of things to
come.

Metals magnate Mikhail
Prokhorov paid $500 million for
new equity equal to a 50% stake in
Renaissance Capital, the invest-
ment-banking business of Moscow-
based Renaissance Group. Analysts
said Mr. Prokhorov got a bargain,
since Renaissance had been esti-
mated to be worth at least several
billion dollars before the crisis.

The deal came as the Kremlin an-
nounced fresh measures to ease li-
quidity, suggesting it believes the
banking system remains fragile.
State-controlled banks have begun
to throw lifelines to smaller private
rivals that have run into trouble, in
some cases with a view to acquiring
them. Leading retailers have also be-
gun to change hands or strike emer-

Please turn to page 4
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An opportunist purchase
of any asset looks good if it
can deliver the returns easily
and quickly. Barclays reck-
ons it can achieve both with
its swoop on part of Lehman
Brothers Holdings.

The British bank may find
that tougher than it thinks. A
fast-contracting investment-
banking industry could make
it hard for Lehman’s U.S. as-
sets and accompanying
10,000 staff to contribute
quickly to Barclays’ earn-
ings.

The bank will have to allo-
cate extra capital to the en-
larged business to generate
the returns that justify the
extra costs it is taking on.
Barclays Capital’s contribu-

tion to group pretax profit
jumps to more than 50%
from over a third, but it is a
business where the cost of
capital is higher than retail
and commercial banking.

The global economic slow-
down may take its toll as Bar-
clays integrates the Lehman
assets. Corporate loans
make up 34% of Barclays’
risk-weighted assets. If busi-
ness conditions continue to
worsen, it may have to set
off more capital against
them.

The particular circum-
stances of Barclays’s pur-
chase of the Lehman assets
does give the British bank
some advantages. Having
bought Lehman’s assets at a

fraction of book value, Bar-
clays has negative goodwill
against which it can set off
more write-downs. The bank
has strengthened its balance
sheet for the second time this
year by selling £1.3 billion
($2.39 billion) in stock. With
Lehman, Barclays becomes a
top-five player in some bank-
ing segments, including debt,
equities, foreign exchange
and commodities.

One way for Barclays to
capitalize on its Lehman ac-
quisition is to bulk up its in-
ternational retail business to
match the extra heft it has in
investment banking.

So Asia might be the best
place to try that, exploiting
links with key sharehold-

ers—as long as Barclays’s am-
bitions remain modest. Last
week’s purchase of PT Bank
Akita, a small Indonesian
lender, may be a sign of
things to come.

—Arindam Nag

Ben Bernanke couldn’t
have planned it better if he
tried. Monday’s announce-
ment of new stock-buyback
programs by three well-
known companies—Mi-
crosoft, Hewlett-Packard
and Nike—was a reminder
of the strength of nonfinan-
cial U.S. companies. In con-
trast to banks in need of a
bailout, all three companies

have solid balance sheets
and strong cash flows.

The timing of the an-
nouncements, however, may
be somewhat symbolic. H-P
and Nike, at least, already
have buyback programs un-
der way. Microsoft was an-
nouncing a new program to
replace one whose authori-
zation was exhausted ear-
lier in the quarter.

The real significance of
Microsoft’s announcement
came in its decision to tip-
toe into the debt market
with a $2 billion commer-
cial-paper program. Mi-
crosoft historically hasn’t
needed to borrow money be-
cause it generates so much
cash. On Monday it became
the first new corporate is-
suer to secure a coveted tri-

ple-A rating from Moody’s
since 2002.

It certainly doesn’t need
to borrow to fund the buy-
back. But establishing a
presence in the debt mar-
kets will give Microsoft the
flexibility to make big acqui-
sitions, whether renewing
its pursuit of Yahoo, or an-
other tasty, multibillion-dol-
lar morsel. —Martin Peers

Europe’s leaseback aches

Why cash-rich Microsoft wants to borrow money

With credit markets tight,
many European companies
are eager to turn commercial
property into badly needed
cash. Efficient as the move
looks in principle, selling and
leasing back commercial
property is now proving hard
to pull off. It also comes with
long-term costs.

The reason is that Eu-
rope’s real-estate market has
seen prices fall and buyers
become hard to find. Rental
values typically trail the eco-
nomic cycle, so companies
could find themselves locked
in to long leases at high
rents in return for a short-
term cash injection.

On one hand, companies
that successfully shore up
their balance sheets by sell-
ing property will sacrifice
longer-term returns. On the
other hand, holding a big
property portfolio won’t pre-
vent default if credit condi-
tions don’t improve.

It also spells leaner times
for property-advisory firms
who have done nicely as
sales and leasebacks have
gained in popularity through
Europe’s property boom and
the early days of the credit
crunch. The value of sale-and-
leaseback deals rose to
Œ46 billion ($66.58 billion) in

2007, nearly a sevenfold in-
crease from 2004, according
to research from property
firm CB Richard Ellis.

At the top of the market
was HSBC Holdings PLC’s
sale of its 20-story London
headquarters to Spanish
property company Metrovac-
esa SA for £1.1 billion
($2.02 billion) in May last
year. The bank leased it back
for 20 years at a 3.9% yield.

Today, Metrovacesa is
struggling to pay back the
short-term loan used to fi-
nance the acquisition, as
property values have plum-
meted and yields have risen
to about 6%. Selling the
HSBC building would be pos-
sible only at a big loss, given
the oversupply of property in
the U.K. capital. The building
is a stone’s throw away from
Lehman Brothers Holdings
Inc.’s empty London head-
quarters in Canary Wharf.

There are signs that com-
panies keen to pull off HSBC-
like deals are struggling to
do so. Regent Inns PLC, un-
der renewed pressure to re-
duce debt of £79 million af-
ter takeover talks failed mid-
year, has got nowhere with a
plan for the sale and lease-
back of some its 90 U.K.
pubs.  —Molly Neal

Barclays’s Lehman test

GM’s bid to draw down
credit may rile investors

Barclays
Year-to-date share
performance 

Source: Thomson Reuters 
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By John D. Stoll

General Motors Corp.’s move to
draw $3.5 billion from an existing
credit line could intensify investor
concerns about the auto maker’s
cash supply even as the move takes
some immediate pressure off the
company’s plans to tap the volatile
credit markets.

GM said Friday it intends to draw
the cash from a $4.5 billion credit fa-
cility it arranged in 2006 with banks
including J.P. Morgan Chase & Co.
and Citigroup Inc.

GM turned to the credit line be-
cause it was growing more con-
cerned about the health of its banks
amid the crisis on Wall Street, peo-
ple familiar with the matter said. It
viewed securing the cash now as a
“prudent” liquidity play, said GM
Treasurer Walter Borst.

The move also reflects GM’s bat-
tle to ensure its own survival. With-
out the injection of $3.5 billion, GM
would have been more likely to run
into trouble meeting its financial ob-
ligations by year end.

“Given the tremendous uncer-
tainty in the financial markets and
the position GM is in, they’re better
off trying to tap their lines now,
rather than later and finding they
can’t,” said Joe Phillippi, an analyst
at AutoTrends Consulting Inc. in
Short Hills, N.J. But, he added, it
could be a sign GM thinks the end of
this year and beginning of next will
be tougher than initially expected.

GM’s cash has been dwindling in
recent quarters. The auto maker
says it needs between $11 billion and
$14 billion on hand to fund day-to-
day operations. At the end of June,

GM had $21 billion available, exclud-
ing $5 billion in untapped credit
lines. Given the roughly $1.2 bil-
lion-a-month rate at which GM has
been burning through cash this
year, Wall Street has begun to worry
about the company’s liquidity. GM
shares were down 6% at $12.29 Mon-
day afternoon on the New York
Stock Exchange.

In July, GM laid out a plan to cut
costs by $10 billion and raise $5 bil-
lion in cash through a variety of mea-
sures, such as asset sales and new,
secured financing. That plan was
supposed to keep the company
afloat through the end of next year.

But GM has run into trouble meet-
ing those goals. Banks have proved
unwilling to help the company raise
the $2 billion to $3 billion in financ-
ing that is a key part of its plan. GM
had hoped credit markets would
loosen up after the Labor Day holi-
day at the beginning of September.
Instead, the chaos on Wall Street
has made credit all but unavailable.

GM generally has regarded tap-
ping its credit lines as something of
a last resort. In the past, it has occa-
sionally drawn limited sums from
them, but executives said they did
so simply to test the mechanism put
in place and not because GM needed
the funds.

In June, Chief Operating Officer
Frederick “Fritz” Henderson said
GM’s credit lines were considered
“dry powder,” meaning they would
be held in reserve.

GM reported a loss of $15.5 bil-
lion for the second quarter, and the
third quarter is shaping up to be an-
other tough one.
 —Sharon Terlep

contributed to this article.
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Bailout may not do much
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By Sara Schaefer Muñoz

LONDON—After pushing to be
included in the U.S. Treasury’s
$700 billion financial-sector bail-
out plan, European banks might
not reap much of a benefit.

Over the weekend, amid pres-
sure from bank lobbyists, the U.S.
Treasury agreed to allow U.K. and
other European banks with “signifi-
cant operations” in the U.S. to be eli-
gible for its massive buyback plan
for troubled assets. Bankers in Eu-
rope were watching closely as de-
tails of the plan unfolded Monday,
hoping it would unfreeze lending
markets and inject confidence into
the afflicted market for mortgage-
backed securities.

Yet analysts see various reasons
why the plan won’t solve some of
European banks’ biggest problems.
For one, Europe’s banks may prefer
to keep soured assets on their
books, as they have been inclined to
do throughout the financial tur-
moil of the past year, rather then
sell them at a low price and be
forced to take more write-downs.
Beyond that, it isn’t clear whether
European governments will come
up with their own plans to buy up
troubled assets such as U.K. and
Spanish mortgages, which the U.S.
Treasury plan doesn’t cover.

In one sign investors might be
having second thoughts, European
bank stocks edged downward Mon-
day after logging huge gains Fri-
day. The Dow Jones Euro Stoxx
banks index fell 2.9%, compared
with the broader index’s 2.1% fall.

Britain’s HSBC Holdings PLC fell
5.8%. Barclays PLC closed down
4.1%. Swiss banking titan UBS AG’s
American depositary receipts were
down 8.2% in late-afternoon trad-
ing on the New York Stock Ex-
change.

A spokesman for HSBC, which
holds a large portfolio of subprime
mortgage assets in its U.S. unit,
called the plan a “positive develop-
ment” and said HSBC would ex-
plore the details as they emerge.
Thomas Sutter, spokesman for the
Swiss Bankers Association in Basel,
said while there is a risk the U.S.
plan may trigger more write-
downs, “We think [the U.S. plan] is
a good thing because it will bring
back confidence and stability to the
system.”

The big question for European
banks, as for banks everywhere,
will be the prices that the U.S. Trea-
sury will offer for the toxic assets.
If the prices are much lower than
the values in the banks’ books, sell-
ing the assets will spur new losses,
and write-downs, for the banks.

“The devil will be in the details,”
says Simon Adamson, a European
bank analyst at the research firm
CreditSights Inc. in London. “If
terms are attractive enough they
would see an advantage to getting
them off their balance sheet.”

Both the German and French
governments indicated Monday
that they see no need to set up
U.S.-style rescue packages.
 —Neil Shah, Natasha Brereton

and Andrea Thomas
contributed to this article.

By Goran Mijuk

ZURICH—European insurers are
emerging as unlikely beneficiaries
of the continuing U.S. home-loan cri-
sis.

Backed by sound balance sheets,
ample cash and comparatively
healthy insurance markets, big play-
ers such as France’s AXA SA and Ita-
ly’s Assicurazioni Generali SpA are
expected to gain market share as
their largest rival, American Inter-
national Group Inc., and many
banks that compete in long-term
savings products struggle to keep in-
vestment losses in check.

The crisis could also lead to con-
solidation as companies snap up
weaker rivals.

Many analysts say European in-
surers could wrest business from
AIG, which posted massive write-
downs and was only able to stay in
business after last week’s $85 bil-
lion bailout by the U.S. government.
Insurance brokers say clients in Eu-
rope have started to shun AIG prod-
ucts, concerned about the U.S. com-
pany’s viability. At the same time, in-
surers have started to push brokers
to move business away from AIG, a
person familiar with the industry
says. Likewise, banks that offer sav-
ings products may now have a more
difficult time selling them as cus-
tomer trust is eroded, analysts say.

Allianz SE of Germany and AXA
expect to profit from the financial
meltdown as neither has had sub-
stantial write-downs linked to the
U.S. mortgage market. “This should
give us additional momentum for
the future in the competition for cus-
tomers’ goodwill,” said Allianz
Chief Economist Michael Heise.

The overall exposure of Euro-
pean insurers to AIG and Lehman
Brothers Holdings Inc. is about
Œ3.2 billion ($4.63 billion), accord-
ing to Keefe, Bruyette & Woods.

AXA Chief Executive Henri de
Castries has said the current crisis
could create takeover opportuni-
ties. Although large deals aren’t
likely until the current financial cri-
sis settles, investors with a long-
term view could reap profits from
the European insurance industry
down the road, analysts say, given
that sector shares have been hit
along with the rest of the market
since last year’s outbreak of the U.S.
mortgage crisis.

“With the sector close to historic
lows and offering unprecedented
value, we remain positive,” says Citi
Investment Research analyst An-
drew Crean, singling out Allianz,

AXA and Zurich Financial Services
AG among preferred stocks.

“The sector shows 40% upside
from [current] levels,” says Deut-
sche Bank analyst Spencer Horgan,
although “near term, at least, vola-
tility is likely to remain high.”

The Dow Jones Stoxx 600 Insur-
ance Index was down 2% midday
Monday. The index has fallen 30% in
the past 12 months—the correspond-
ing banking index fell 38%—amid
concerns the crisis could broaden to
other segments that could affect in-
surers, which invest the bulk of
their premium income in corporate
and government bonds.

Seeking new business opportuni-
ties, Zurich Financial on Monday said
it will roll out a global branding cam-
paign for its Zurich HelpPoint fran-
chise. The franchise’s broadened ser-
vices, which include consulting and
claims handling, in the first phase will
be offered in the U.S., Canada and Eu-
rope, markets where AIG has so far
been among the leaders.

Italy’s Generali on Sunday pushed
ahead with its expansion in fast-
growing Central and Eastern Europe
as it received a license to operate in
Belarus. It will start operations later
this year in the former Soviet coun-
try which, although outside the Euro-
pean Union and governed by strong-
man Alexander Lukashenko, posted
10% growth in gross domestic prod-
uct last year and has low penetration
rates for insurance.

Insurers can now spend more lav-
ishly in times of crisis thanks to les-
sons learned from the market col-
lapse in 2001, when many players
were hurt by crumbling stock mar-
kets.
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Wall Street era ends with Morgan, Goldman conversions

Lobbyists rush to shape U.S. rescue plan
Window to act
set to close quickly;
no time for subtleties

THE FINANCIAL CRISIS

rock solid, may have been facing
greater liquidity issues than was ap-
parent.

Becoming a bank holding com-
pany can help both Morgan Stanley
and Goldman organize their assets,
and it puts both in a much better po-
sition to be acquired, to merge or to
acquire smaller companies with in-
sured deposits. It also may allow
Goldman and Morgan Stanley to
avoid using mark-to-market ac-
counting—which forces companies
to value their assets based on the
current market price. Instead, these
firms may be able to classify assets
as “held for investment,” as many
banks do.

The huge U.S. banking firms that
have so far survived the credit-mar-
ket turmoil—Citigroup Inc., Bank of
America Corp., J.P. Morgan Chase
& Co., Wachovia Corp. and Wells
Fargo & Co.—each have bank hold-
ing companies overseen by the Fed
and national bank charters super-
vised by the Treasury Department’s
Office of the Comptroller of the Cur-
rency. They can count on their huge
deposit bases to serve as an alterna-
tive source of funding to other,
more unpredictable, liquidity
sources.

“The Fed wanted to send a
strong statement that they would
not allow Goldman and Morgan
Stanley to be ‘Lehman-ized,’ ” said a
person familiar with the discus-
sions, referring to the bankruptcy of
Lehman.

In the short term, the agreement
with federal regulators is likely to
place on hold Morgan Stanley’s
talks to merge with Wachovia, the
Charlotte, N.C., banking power-
house.

As a bank holding company, Gold-
man Sachs would become the fourth-
largest such company in the U.S., be-

hind Bank of America, J.P. Morgan
Chase and Citigroup.

Morgan Stanley officials have
been talking about this option inter-
nally for several months, and Fed of-
ficials have been stationed at the
bank since the crisis intensified ear-
lier this year. After last week’s mar-
ket crisis, Morgan Stanley officials
asked the Fed to speed up its review
and grant the bank designation
sooner. “It became clear that the
world had changed,” said Morgan
Stanley spokeswoman Jeanmarie
McFadden.

She said the firm would reduce
its leverage ratios—a measure of a
firm’s risk in relation to the equity
on its balance sheet—from the low
20s to a level that is more in line
with commercial banks, around 10.

The Fed said it would also extend
additional lending to the broker-
dealer arms of the two firms, as well
as to that of Merrill Lynch, as they
make the transition. The steps effec-
tively mark the end of Wall Street as
it has been known for decades. It
also formalizes a quid-pro-quo that
regulators have warned about in the
months after Bear Stearns’s near col-
lapse—that in return for access to
the Fed’s emergency lending facili-
ties, the firms would need to subject
themselves to more oversight.

The conversions of Goldman
Sachs and Morgan Stanley to bank
holding companies could deal a
blow to Treasury Secretary Henry
Paulson, who had tried to preserve
the existing structure of financial in-
stitutions over the past several
weeks. Now, the parent companies
of almost all major U.S. financial in-
stitutions will be overseen by the
Federal Reserve. Sunday night’s de-
velopment also further expedites
the ascendancy of the Fed as univer-
sal supervisor, as it now has even
more direct authority over nearly

all big financial companies in the
country.

Instead of being overseen just by
the Securities and Exchange Com-
mission, Goldman Sachs and Mor-
gan Stanley will now face much
stricter oversight from numerous
federal agencies. The Federal Re-
serve will regulate the parent com-
panies, the Comptroller of the Cur-
rency will oversee the national bank
charters and the Federal Deposit In-
surance Corp. will likely play a big-
ger role because the companies are
expected to seek much higher vol-
umes of federally backed deposits.

It had become increasingly clear
to Fed officials in recent days that
the investment-banking model
couldn’t function in these markets.
Investment banks depend on short-
term money markets to fund them-
selves, but that had become increas-
ingly difficult, particularly in the
wake of the collapse of Lehman
Brothers.

Officials had become more
alarmed about the positions of both
firms as their share prices contin-
ued to fall in recent days. One per-
son involved in the talks said last
week’s bankruptcy filing by Lehman
Brothers and Merrill Lynch’s agree-
ment to be sold to Bank of America
served as a wakeup call to the two in-
vestment banks.

Morgan Stanley Chief Executive
John Mack engaged in serious dis-
cussions with Wachovia, whose new
CEO, Robert Steel, recently left a top
post at the Treasury Department.

Goldman—and to a lesser extent,
Morgan Stanley—has maneuvered
through the credit crisis better than
other investment banks. But its busi-
ness model, which relies on manag-
ing complex, leveraged bets, is un-
der attack. Some stockholders
worry that its strategy of making
big investments with borrowed

money will go wrong someday,
which would make it more difficult
for the firm to get favorable borrow-
ing terms. Such problems could also
prompt the firm’s clients, including
big hedge funds, to move their as-
sets to other banks, including larger
commercial players.

To many analysts and investors,
Morgan Stanley and Goldman 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
commercial 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 less risky, he adds.

Lots of commercial banks also
blundered on risky mortgages, in-
cluding Citigroup, UBS AG and
Wachovia. Their salvation has been
their size and their ho-hum source
of reliable funding—bank deposits.

Goldman has expressed wari-
ness about joining up with a big com-
mercial bank. When asked about the
idea on a conference call Tuesday,
the firm’s chief financial officer,
David Viniar, played down the at-
tractiveness of the idea. “It is not
the business model, it is the per-
formance that matters,” he said.

The most fundamental problem
is how to generate profit growth in a
world that no longer tolerates high
leverage. At Merrill Lynch, the lever-
age ratio soared to 28 last year, from
15 in 2003, according to UBS. Mor-
gan 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. The ugly flip side of lever-

age is now 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
proved difficult to find buyers for
many distressed real-estate assets.

In contrast, Bank of America and
Wachovia had leverage ratios of 11
as of the second quarter, less than
half the average of the four big in-
vestment banks. The profit upside
isn’t as high as it is on Wall Street,
but the downside isn’t as steep. If a
bank loses $1 billion on a loan, it has
twice the capital an investment
bank might have to absorb it.

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., a 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.
Commercial banks also run securi-
ties units that are highly leveraged
and that have little to do with bank
deposits. Also, the track record of so-
called financial supermarkets such
as Citigroup is mixed.

“It’s not obvious that there’s a
clear economic benefit” to invest-
ment banks merging with commer-
cial banks, says Campbell Harvey, a
finance professor at Duke Univer-
sity.
 —Dan Fitzpatrick

and Deborah Solomon
contributed to this article.
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By Elizabeth Williamson

WASHINGTON—With as few as
72 hours before Congress votes on a
federal financial-markets rescue, the
financial industry launched a fero-
cious effort to shape key provisions,
in a fight that could yet stall the bill.

Lobbyists and financial-services
executives are working deep connec-
tions within the administration to en-
sure as many institutions as possible
benefit from a $700 billion federal
mechanism to buy distressed assets,
then sell them off in better times. In a
particularly controversial move,
they also oppose proposals by Demo-
crats in Congress to provide mort-
gage reductions for homeowners fac-
ing bankruptcy. Bankers say such a
move would raise rates for mortgage
seekers, as banks factor in the possi-
bility that a loan would be restruc-
tured in court.

Separately late Sunday, the Fed-
eral Reserve Board approved the ap-
plications of Goldman Sachs Group
Inc. and Morgan Stanley to become
bank holding companies and pro-
vided them liquidity support by au-
thorizing the Federal Reserve Bank
of New York to extend credit to their
U.S. broker-dealer subsidiaries and

to the broker-dealer subsidiary of
Merrill Lynch & Co.

In another move late Sunday, bank-
ers won an important clarification
from the Treasury Department of its
intention to guarantee money-market
mutual funds against crisis-related
losses, a plan announced Friday. In-
stead of extending a guarantee
against such losses for up to a year, im-
plying the government would guaran-
tee new investments, Treasury ex-
plained in a statement that it would
limit its guarantee to losses on money-
market mutual-fund investments as
of the close of business Sept. 19. New
investments would therefore not be
covered by the guarantee. Also, Trea-
sury said it would include tax-exempt
money-market mutual funds in the
guarantee program, reversing a deci-
sion it announced Friday.

The news came after the Ameri-
can Bankers Association and bank
regulators spoke with Treasury and
Fed officials, describing possible
flight from FDIC-insured bank ac-
counts.

But even as they press for
changes that could determine which
businesses survive the crisis, some
lobbyists worry that questioning the
$700 billion rescue plan sets up the
industry for a public—and regula-
tory—backlash.

“How you publicly oppose loan
modifications and bankruptcy law
while at the same time advocating a
huge taxpayer bailout is beyond
me,” said a lobbyist for a major bank

holding company. “Pigs get fat and
hogs get slaughtered.”

Already, Democrats in Congress
are talking about a regulatory crack-
down.

“Next steps should also include
an examination of the failed manage-
ment and failed regulation of the fi-
nancial markets and how it led us to
this remarkable and historic crisis,”
House Majority Whip James Cly-
burn of South Carolina said in a state-
ment.

Foreign-owned institutions with
U.S. mortgage-market exposure are
fighting to benefit from the federal
rescue. Influential Democrats, in-
cluding Illinois Sen. Dick Durbin, the
Senate majority whip, are said to op-
pose including foreign banks in a tax-
payer-backed program. But late Sat-
urday, lobbyists won the support of
Treasury Secretary Henry Paulson
to extend the government asset buys
to a range of institutions that could
potentially include insurance compa-
nies.

Sen. Durbin is sensitive to the
fact that there are foreign-owned
banks that employ a significant num-
ber of people in Illinois and across
the country, said Durbin spokesman
Joe Shoemaker. “But, his focus right
now is on protecting the interests of
the taxpayers and homeowners and
ensuring that we place appropriate
oversight over the banks that are be-
ing bailed out.”

The industry has gone directly to
the SEC demanding a letter chang-

ing U.S. accounting rules that re-
quire banks to state the value of
their assets at the market price.
Banks say that without such a
change, the government would pay
an artificially low price for dis-
tressed assets. But they face steep
opposition to what some regulators
and lawmakers say would lead to
misleading financial statements.

In a skirmish with longstanding
roots, banks and brokerages have
banded together to push back
against any effort by Congress to in-
clude a provision in the bill allowing
judges to decrease the amount home-
owners must pay on mortgages that
are part of a bankruptcy proceeding.

The urgency of the situation and
Congress’s schedule leaves no time
for traditional lobbying—which can
involve months and even years of co-
alition-building, personal contacts
and campaign support to attract
sponsors for changes the industry
wants. Instead, lobbyists and indus-
try CEOs worked the during week-
end on email, home phones and con-
ference calls.

Sunday, Scott Talbott—senior
vice president of government affairs
at the Financial Services Round-
table, chief executives of the nation’s
most powerful banks, brokerages
and insurers and a leader in the lob-
bying—attended a Washington Red-
skins football game with his wife but
saw little of it. He spent most of the
game typing on his BlackBerry, re-
viewing progress on the group’s

agenda.
By Sunday, the group had gained

the support of Mr. Paulson for its
stance that foreign-owned banks
must be included in the rescue.

When the contours of the plan
were unveiled Saturday morning, it
included only banks with headquar-
ters in the U.S.

“We suggested that they make it
explicit and put some flesh on the
proposal, that a foreign flagged bank
with significant U.S. mortgage pres-
ence…should be included,” Mr. Tal-
bott said. “They need to have broad
authority and flexibility to send the
relief where it would do the most
good.”

Within hours, Treasury issued a
revised communiqué, that echoed
the Roundtable’s own wording:
Banks with “significant operations”
in the U.S. should be included. Fur-
ther, the Treasury should be allowed
to include other institutions at its
discretion, leeway that could poten-
tially include insurers’ assets in the
buy-up plan.

“If a financial institution has busi-
ness operations in the United States,
hires people in the United States, if
they are clogged with illiquid assets,
they have the same impact on the
American people as any other insti-
tution,” Mr. Paulson said Sunday on
ABC News’s “This Week with George
Stephanopolous.”
 —Ken Brown in New York and

Kara Scannell in Washington
contributed to this article.
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Keeping track of the quest for a cleanup
A lay person’s guide
to the main elements
of Treasury proposal

By Deborah Solomon

Treasury Secretary Henry Paul-
son is asking Congress for unprece-
dented authority to buy the trou-
bled assets at the root of the worst
financial crisis since the 1930s.
While details remain unresolved,
here’s how things stand.

Why is Treasury asking for au-

thority to do this?
With credit markets frozen, the

engines of the U.S. economy are es-
sentially stuck. Companies are hav-
ing trouble financing operations
and lending has slowed. Treasury ar-
gues the root of the problem is rot-
ten assets sitting on the balance
sheets of financial institutions. Buy-
ing these assets will help jump-start
the economy by allowing financial
institutions to raise more capital
and begin lending and investing.

Who will manage the assets?
Treasury plans to hire financial

intermediaries who will buy and
sell loans and securities.

Will the government own individ-
ual mortgages?

Possibly. Treasury has asked for
authority to buy residential and
commercial mortgages, along with
mortgage-backed securities.

How long will the government
hold the assets?

The government can hold the as-
sets until maturity, meaning they
could hold a 30-year mortgage for
the entire 30 years or they can sell
the assets at their discretion.

What will Treasury pay?
This is one of the biggest and

thorniest questions. For the plan to
succeed, financial institutions must

be able to get these assets off their
books at a high enough price so that
their balance sheets aren’t further
pinched. One reason financial insti-
tutions are in trouble is because
they keep having to write down the
value of the assets as they fall in
price. For the program to work,
Treasury needs to pay enough that
the institutions are able to record a
price that doesn’t exacerbate their
woes. One option is a reverse auc-
tion. In that case, Treasury could de-
termine a class of assets it wants to
buy and would then purchase securi-
ties from financial institutions that
offer to sell at the lowest price.

THE FINANCIAL CRISIS

By Justin Lahart

And Ruth Simon

The success or failure of the U.S.
Treasury’s plan to spend up to
$700 billion on soured mortgages
may come down to one main ques-
tion: Can it stem the slide in housing?

Declining home prices have been
at the root of the crisis gripping the
financial market. Overextended bor-
rowers who would have been able to
sell their homes and pay off their
debts had prices continued to rise
have instead seen the value of their
homes fall below what they owe.
The number of homes going into
foreclosure has risen, adding to a
glut of unoccupied homes that has
helped further depress home prices.

Compounding the problem,
many of the now-toxic mortgage-
based securities financial institu-
tions hold were, in essence, little
more than bets that home prices
wouldn’t fall nationally—something
that began happening two years
ago. The more prices have fallen, the
more of those bets have gone sour,
adding to financial firms’ losses.
That has cut into their ability to
make loans and, in some cases, their
ability to survive. At its most-recent
reading, in June, the S&P/Case-
Shiller index of housing prices was
19% below its July 2006 peak.

One way the Treasury plan could
help ease the economic pain would
be to help limit the number of
homes going into foreclosure by of-
fering mortgage relief and working
out payment plans to troubled lend-
ers, said UBS Securities economist
Maury Harris. Home prices have
been particularly weak for fore-
closed homes, so reducing the num-
ber of homes going into foreclosure
could help support prices.

That would be easier to do if the
government buys whole loans, in
which case it would have control
over what happens to those mort-
gages, said Mark Zandi, chief econo-
mist of Moody’s Economy.com. But
the process becomes more compli-
cated, said Mr. Zandi, if the govern-
ment buys mortgage-backed securi-
ties, which have been created by slic-
ing up pools of mortgages. “Then
they don’t acquire the underlying
loan, and aren’t able to modify the
loan to make it more likely that the
person will be able to stay in the
home,” he said.

By allowing lenders to get bad
loans off their books, the bailout
“keeps the banks in the game and
means they can lend tomorrow,”
said Susan Wachter, a professor of
real estate at the University of Penn-
sylvania’s Wharton School. “If done
right, it keeps the banks’ doors open
to new borrowers.” More than
one million new households—who
could be potential home buyers—
form each year, and new-home pur-
chases would help reduce the inven-
tory of homes on the market, which
is depressing home prices, she said.

But for the government’s action
to be broadly successful, other steps
would almost surely be needed.
These include an infusion of capital
that would allow banks to step up
their lending activity, Ms. Wachter
said, and a restructuring of troubled
mortgages in order to reduce the
number of foreclosed homes flood-
ing the market. If banks expect
home prices to continue to tumble,
they will be reluctant to lend, even if
they have the capital to do so, and
the number of people willing to buy
a home will remain low.

Rescue’s key goal
is halting slide
in home prices
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London

S
TONEHENGE has puzzled
generations of visitors.
Was it a space observa-
tory, a place for worship-
ing dead ancestors, a druid

temple used for human sacrifice?
A pair of English archaeologists

have a bold new theory—that Brit-
ain’s mysterious stone circle was a
Bronze Age emergency room.

The two recently carried out the
first excavation inside the stone
ring in more than 40 years. The re-
sults of their dig, along with other
evidence, suggest that sick people
may have believed the stones had

healing properties and that “people
came here to be made well,” said
Geoffrey Wainwright, an archaeolo-
gist and president of Britain’s Soci-
ety of Antiquaries.

In a field that depends on frag-
ments of rock for evidence, archaeol-
ogists have a hard time proving
their theories definitively, and the
new theory has scarcely blown a
hole in all of the previous thinking.
One widely held theory about Stone-
henge, which emerged a decade ago,
is that it was a place where people
buried relatives and tried to commu-
nicate with other dead ancestors, ac-
cording to Mike Pitts, editor of Brit-
ish Archaeology magazine, who has
carried out digs near Stonehenge. In
a telephone interview, Mr. Pitts said
he was “totally baffled” by the new
findings and remains convinced
that Stonehenge was a place to wor-
ship ancestors.

But the theory does add a provoc-

ative new interpretation to decades
of Stonehenge archaeology. Mr.
Wainwright said he and his col-
leagues wouldn’t rule out other uses
for Stonehenge besides the one they
have put forth.

Stonehenge, located a few hours’
drive from London, attracts about
one million visitors a year and is
widely considered Britain’s most im-
portant historical site. During the
summer solstice in June each year,
hundreds of hippies and modern-
day druids gather at the site to
watch the sun rise on the longest
day of the year. Just before the Wain-
wright team began their two-week

excavation this past spring, a group
of self-professed druids, an ancient
Celtic society, in flowing robes
blessed the dig.

Mr. Wainwright and his main
partner, Timothy Darvill, professor
of archaeology at Bournemouth Uni-
versity, have long been fascinated
by the “bluestones” used in the con-
struction of Stonehenge, and
pressed for years for permission to
dig. The stones were transported
over 100 miles to the site from
Wales, an effort that suggests they
held great significance.

English Heritage, which over-
sees Stonehenge, rarely allows digs,
in part because past excavations
have damaged the stone circle. The
archaeologists received funding
from Smithsonian Networks and
the British Broadcasting Corp. to fi-
nance the dig. The networks pro-
duced a documentary about it,
which is scheduled to air Saturday.

And Smithsonian Magazine is pub-
lishing a long article about the exca-
vation in its October issue. The ar-
chaeologists presented their discov-
ery at the Society of Antiquaries’
19th-century headquarters, where
generations of British archaeolo-
gists have shared their findings.

“People care about what hap-
pens to Stonehenge. It’s an iconic
site in our understanding of where
we came from and what has made us
who we are today,” Dr. Wainwright
says.

As part of their research,
Messrs. Wainwright and Darvill
went to the Preseli mountains in
southern Wales to study local be-
liefs about the bluestone. They
found that prehistoric people had
gathered at natural springs in the
rock and decorated it with artwork.
This suggested that they felt that
the rock had medicinal qualities, a
belief that exists among some
Welsh people to this day, the archae-
ologists said.

When they began digging, the ar-
chaeologists focused on a hole in
the ground where a bluestone had
once stood. In it, they found carbon-
ized plant and other organic materi-
als. Using new carbon-dating tech-
niques on the plant material at a lab
at Oxford University, they made
their big breakthrough: the sockets
were probably dug and the blue-
stones erected between 2400 B.C.
and 2200 B.C., a few centuries later
than previously thought, the archae-
ologists said.

The result meant that the stones
arrived at about the same time that
two previously discovered bodies
were buried in the area, the archae-
ologists said. Skeletons from those
graves showed signs of wounds and
disease, signaling that the area was
a place of pilgrimage for the sick,
they said.

Other evidence helped to con-
vince them. For example, their dig
unearthed fragments of bluestone
that they believe were deliberately
chipped off the original blocks, sug-
gesting that people were trying to
carry away pieces as good-luck
charms tied to health, they said.
Their dig showed that this activity
carried on through medieval times
and beyond, they said. They also
cited writings from the Middle Ages
onward that attributed healing
properties to the bluestones.

Mr. Pitts of British Archaeology
magazine said he believes studies
that date the arrival of the blue-
stones to about 2600 B.C., at least
200 years earlier than Messrs. Wain-
wright and Darvill believe.
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Dispatch / By Jeanne Whalen

To U.K. archaeologists, Stonehenge
housed a different sort of operation

Stonehenge is widely considered
Britain’s most important historical site.

ON OTHER FRONTS

Timothy Darvill, left and Geoffrey Wainwright, at the Society of Antiquaries in
London with fragments of ‘bluestones’ used in the construction of Stonehenge.
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nies from Asia to the Middle East.
But while many had expected Chi-
nese banks to become more promi-
nent players, it is the Japanese finan-
cial companies, which have been rel-
atively unscathed by the financial
crisis so far, that are acting aggres-
sively.

Officials of MUFG, as the Japa-
nese bank is known, in the past few
months have repeatedly said they
were talking to several companies
overseas to find investment opportu-
nities that would help their bank ex-
pand its presence in strategic areas
such as investment banking. The
first such deal was announced in Au-
gust. MUFG agreed to pay a little
more than $10 billion for the 35% of
UnionBanCal Corp. that it didn’t al-
ready have, making the San Fran-
cisco bank holding company a
wholly owned subsidiary.

On Monday, an MUFG spokes-
man said that the company has an
option to acquire between 10% and
20% of Morgan Stanley, depending
on the results of due diligence, but
that MUFG is aiming for 20%. He
added that the company wants to
partner with Morgan Stanley across
a wide range of investing activities.
Upon the deal’s closing, a representa-
tive of MUFG will join the Morgan
Stanley board.

Morgan Stanley needs the capital
infusion because it and other invest-
ment banks found that they didn’t
have enough balance-sheet strength
to support leveraged bets on mar-
kets from U.S. mortgages to interna-
tional stocks. Late last year, Morgan
Stanley secured an investment from
China Investment Corp. after it an-
nounced that a wrong-way bet on
the mortgage market led to a $3.6 bil-
lion quarterly loss.

In a statement, Morgan Stanley
Chairman and Chief Executive John
J. Mack said a strategic alliance with
Mitsubishi UFJ “can put Morgan
Stanley in an even stronger position
as we look to realize the opportuni-
ties we see in the rapidly changing fi-
nancial marketplace.”

Other financial companies have
also invested in Western banks re-
cently. Sumitomo Mitsui Financial
Group Inc., Japan’s No. 2 bank by

market cap, in June struck an agree-
ment to inject nearly $1 billion into
Barclays PLC of the U.K. Mizuho Fi-
nancial Group Inc. in January set a
deal to provide $1.2 billion to Mer-
rill Lynch & Co. through the pur-
chase of preferred shares.

The deals mark the latest evi-
dence of the reversal of fortunes be-
tween the financial sectors in Japan
and the U.S. A decade ago, Japanese
banks were damaged from their
own bad-loan problems, requiring
the government to spend nearly
$440 billion to strengthen them.
Many financial companies have con-
solidated and restructured since
then and have regained their health
recently. Many have been eager to
expand overseas to keep their busi-
nesses growing at a time when Ja-
pan’s domestic market is shrinking
because of a declining population.

But it also raises the question:
Will they be burned again? During
the country’s boom years in the

1980s, Japan’s companies went on
shopping sprees, helped by soaring
Japanese land and stock prices,
only to be forced to sell these assets
later to raise money to write down
their mounting bad debts.

For example, Fuji Bank owned
Heller Financial Inc., a U.S. commer-
cial-finance company, for seven
years—but sold it to General Elec-
tric Co.’s GE Capital unit in 2001.
Dai-Ichi Kangyo bought another
commercial lender, CIT Group, in
1989, only to unload it to Tyco Inter-
national Ltd. in 2001. Both banks
have since merged to become Mi-
zuho.

Even during the current acquisi-
tion boom, Japanese companies
still tend to pay top dollar, paying
larger premiums over the market
value than investment bankers
would have expected looking at sim-
ilar deals. Tokio Marine Holdings
Inc. has been criticized by analysts
for paying too much when it offered

in July to pay $4.7 billion for Phila-
delphia Consolidated Holding
Corp., a midsize U.S. nonlife insur-
ance company.

Still, some Japanese companies,
including MUFG, have shown signs
of increased aggressiveness. Last
month, MUFG made its unsolicited
offer for UnionBanCal, surprising an-
alysts. It later sweetened the bid to
clinch the deal. Some analysts were
surprised that Nomura was able to
beat its competitors in the fast-
paced auction for Lehman Brothers’
Asian assets.

At MUFG, deposits have grown
steadily over the past several years,
as Japanese people, with their risk-
averse attitudes, continued to plow
their money into banks rather than
investing in stocks or in real estate.

Meanwhile, lending to corpora-
tions, the main source of revenue
for Japanese banks in the past,
hasn’t been growing much even as
the Japanese economy expanded
moderately over the past several
years. Many Japanese companies,
particularly large corporations,
dipped into their cash reserves to
make investments. If not, they
turned to bonds and other instru-
ments to raise funds.

At the end of March, MUFG
boasted 121.3 trillion yen in depos-
its, up 2.2% from a year earlier. But
only 88.8 trillion yen of that amount
was lent out, forcing the bank to
manage the rest of the money in the
financial market. In this environ-
ment, MUFG wanted to use more of
its cash on investments that would
help the bank expand its business in
the future. Within Japan, MUFG said
earlier this month that it would
spend more than $1.4 billion to raise
its stake in Acom Co., a large con-
sumer-finance company.

For Nomura, an acquisition of
Lehman Brothers’ Asian assets al-
lows the company to strengthen its
role as trusted adviser to Japan’s
blue-chip firms as they have gone on
a record shopping spree overseas
this year. Nomura, which scaled
back its overseas presence in the
1990s and early 2000s, has watched
lucrative merger-and-acquisition ad-
visory contracts on some of the big-
gest deals go to U.S. investment
banks, which had deeper knowledge

of markets outside Japan and
greater experience in more sophisti-
cated M&A markets such as the U.S.

Lehman’s Asian operations have
won it a reputation as a scrappy
player in key business areas like
China deals and M&A work. So far in
2008, Lehman was ranked ninth in
the M&A advisory tables for Asia
outside Japan and including Austra-
lia, ahead of Nomura, which was
No. 21, according to data provided
by Thomson Reuters.

Nomura has plenty of cash. It has
raised about 600 billion yen since
April to shore up its balance sheet
and prepare to make acquisitions.
While it pulled out of the U.S. resi-
dential mortgage-backed securities
business and laid off a quarter of its
U.S. work force as a result of the
subprime-mortgage crisis, its $3.4
billion in write-downs and credit
losses are dwarfed by others in an in-
dustry that has lost $516 billion over
the past year.

In the past, Nomura has tried to
become a global player but without
success. In the wake of the 1998
stock-market crash, Nomura lost $1
billion, mostly from trading U.S.
commercial mortgage-backed secu-
rities. After scaling back its over-
seas operations, it only recently
started expanding again, paying
$1.2 billion in 2006 for electronic
stockbroker Instinet Inc.

Nomura and MUFG face a tough
task working with the U.S. bankers
they are acquiring. For a start, the
aggressive mentality of many bank-
ers on Wall Street is anathema
within Japanese organizations,
where teamwork is prized. Also, Jap-
anese banks are still driven to some
degree by relationships with core cli-
ents, unlike many of their U.S. peers,
which since the 1990s have been
placing more emphasis on winning
the next deal.

 —Aaron Lucchetti in New York
and Rick Carew in Hong Kong

contributed to this article.
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Japanese financial firms pursue U.S. investment banks

Russian consolidation may get a push from turmoil
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By Phred Dvorak

The U.S. government’s massive
intervention in the financial indus-
try may also bring new limits on ex-
ecutive pay.

As the U.S. Treasury asks Con-
gress for about $700 billion to bail
out troubled financial firms, key
Democratic lawmakers say they
want the bill to include curbs on
what executives can earn.

The bailout puts a spotlight on
the millions of dollars earned by the
leaders of failed firms such as Fan-
nie Mae and American International
Group Inc.—and fuels long-running
calls to temper those paydays. Last
week, housing regulators said the
former CEOs of Fannie Mae and
Freddie Mac wouldn’t be paid mil-
lions of dollars in severance owed
them under their contracts.

The compensation curbs could
provoke a political dispute. Treasury
Secretary Henry Paulson said Sun-
day that he didn’t want the compen-
sation curbs added to the bailout bill,
which could delay its passage. Ap-
pearing on Fox News Sunday, Mr.
Paulson said there had been “ex-
cesses” of executive pay, adding,
“Pay should be for performance, not
for failure.” But Mr. Paulson said such
changes should be considered sepa-
rate from, and after, the bailout bill.

In bailout deal,
some want curbs
on executive pay

gency refinancing deals. Cellphone
retailer OAO Euroset, one of the
country’s biggest, got a new owner
Monday, while closely held electron-
ics retailer, Eldorado, accepted a
loan that its creditor says may be
converted into an ownership stake.

“The strongest companies will
survive, and others will cease to ex-
ist,” predicted Mr. Prokhorov, regu-
larly listed as one of Russia’s wealth-
iest individuals. The crisis was a
“peak time” for acquisitions, he
added, singling out banks, real es-
tate and construction firms as par-
ticularly vulnerable.

Mr. Prokhorov and Renaissance
Group said they had been discuss-
ing the deal for “several months,”
but that market turmoil last week—
when Russian markets suffered
their biggest drop in a decade—had
“accelerated” the process.

“The rules for investment bank-
ing have been totally rewritten,”
said Stephen Jennings, chief execu-
tive of Renaissance Group. He said
he was keen to share risk, access
fresh capital and gain strong local
partners. Alexander Pertsovsky,

CEO of the banking business, said
the freshly refinanced entity would
occupy a “unique niche,” possibly
boasting more capital than any
other investment bank in the world
because of global restructuring.

The banking sector had already
begun to feel the pinch. Last week,
the pension-fund arm of energy gi-
ant OAO Gazprom agreed to buy
brokerage business KIT Finance af-
ter it failed to meet some of its obli-
gations. Moody’s Investor Services
on Monday cut debt ratings for
Svyaz-Bank, saying the bank had
defaulted on its obligations and
that its capital had been “signifi-
cantly damaged.” It added that it
understood the bank was in talks
with “publicly undisclosed parties
with regard to possible mecha-
nisms for further support.” A
Svyaz-Bank representative de-
clined to comment.

Renaissance’s Mr. Jennings said
the crisis was spurring “long over-
due” consolidation. “Russia doesn’t
need 900 banks,” he said in an inter-
view. “It needs about 10 big banks.”

Analysts said the crisis might
also affect a fierce shareholder con-

flict at OAO Norilsk Nickel, where
two wealthy businessmen are vy-
ing for control. The company’s
share price has fallen so low that it
could be a great chance for either of
the businessmen to snap up shares
at bargain prices. “It could change
things tactically,” said Steven Da-
shevsky, head of equities at Uni-
credit Aton brokerage in Moscow.

Meanwhile, Russian stocks
inched higher Monday after bounc-
ing back on Friday after a week of
heavy losses. The ruble-denominated
MICEX exchange finished 0.62%
higher, while the dollar-denominated
RTS exchange was up 1.05%.

Analysts said markets would
likely start making solid gains
though only when the situation in
the U.S. became more stable. “Rus-
sia cannot detach itself from the glo-
bal economy,” said Mr. Dashevsky.

Last week, the government as-
sembled a rescue package valued at
$120 billion to shore up the banking
system. On Monday, it offered
greater relief, suggesting that liquid-
ity levels haven’t been fully re-
stored. The government extended a
deadline for value-added-tax pay-
ments by three months to ease li-
quidity. Prime Minister Vladimir Pu-
tin ordered the Finance Ministry to
consider raising the size of bank de-
posits covered by government guar-
antees.

Mr. Putin told a cabinet meeting
that the Kremlin’s anticrisis mea-
sures were working. “The market
situation has stabilized,” he said.

Continued from first page
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Business schools hustle to help alumni
Amid crisis, support
includes databases,
counseling, seminars

By Alina Dizik

The day after Lehman Brothers
Holdings Inc. said it would file for
U.S. bankruptcy protection, the Uni-
versity of Chicago’s Graduate
School of Business career office had
already made personal calls to all of
the 26 alumni from the 2008 class
who worked at the firm.

One former student volunteered
to become the spokesperson and
scheduled a group conference call
to discuss career strategies with the
business school, says Stacey Kole,
deputy dean for the full-time pro-
gram. By Friday, career office repre-
sentatives flew to New York to have
dinner with 14 of the Lehman 2008
graduates in order to help with fu-
ture career strategies.

With the Bear Stearns meltdown
this spring already affecting
alumni, career offices were bracing
for a tough recruiting year and the
possibility of more layoffs and job-
less alumni to come. Schools were
largely unprepared for the on-

slaught of grads looking back to
their alma maters for job help when
the Wall Street woes began. But
many schools have since used the
summer to find ways to step up
more immediately, in some cases
sending officials to check out the sit-
uation on the ground and adding ex-
tra services. And with the start of re-
cruiting season, schools are provid-
ing additional help to current stu-
dents as well.

At Columbia Business School,
this year’s grads will continue to get
access to several student databases
and personalized counseling ses-
sions from the Career Management
Center, says Michael Malone, direc-
tor of career education and advis-
ing. It has proved time consuming:
“At this point we are not quite to the
level of investment banking hours,
but we are earning our keep and are
pleased with results,” says Mr. Mal-
one of the long hours he’s putting in
working to help displaced alums.

The University of California Ber-
keley Haas School of Business is
also extending invitations to its
New York-based alumni for several
career workshops hosted by Colum-
bia, says Nicole Gerhmann, assis-
tant director of M.B.A. recruiting
for finance and energy at Haas. Ad-
ditionally, Rich Lyons, the dean of

the business school and a former
chief learning officer at Goldman
Sachs, is visiting this week: “We’ve
been using this as a team effort,
the dean, the alumni relations of-
fice, the career center, we’ve all
kind of come together.” Typically
5%-10% of the about 240 students a
year, pursue careers on Wall
Street, she says.

With the beginning of the busi-
ness-school recruiting season com-
ing up, many schools are also focus-

ing on supporting current students.
At Cornell’s Johnson School of Busi-
ness, a former dean and four former
associate deans have volunteered to
advise interested students. Addi-
tionally, a survey-type form will be
set up online to match interested
students with alumni who want to
help. Most stress the same message:
expand your options. “There are

many investment banks in other cit-
ies throughout the country—not ev-
erything is in New York,” says Karin
Ash, the director of the career man-
agement center at Cornell. Tradi-
tionally, about 50% of business stu-
dents at Cornell end up working in
finance in New York. Next month,
Cornell’s career services is organiz-
ing a panel with 2002 alumni who
will talk about finding employment.
and students will travel to New York
to attend practice interview ses-
sions with alumni.

Even students—who tradition-
ally usethe fall to score a full-time of-
fer—are taking charge and offering
support. Jeremy Cohn, a senior at
the University of Pennsylvania and
president of the Wharton Manage-
ment Club, which caters to under-
graduate business-school students,
says the club will hold a panel to dis-
cuss recruiting in a down economy.
He has already reached out to the ca-
reer services office to find inter-
ested alumni to discuss alternatives
within the business world. Typi-
cally, Wharton sends about 50% of
its undergraduates into investment
banking.

Career office staff members are
also trying to steer undergrads—
and graduate students—toward al-
ternative careers. Patricia Rose, di-

rector of career services at the Uni-
versity of Pennsylvania, says she is
recommending students look into
technology or public-service jobs,
which are more plentiful than cov-
eted finance jobs. “We are encourag-
ing students to think more broadly,”
she says.

Other schools like the University
of Chicago used the summer to plan
ahead. After it became clear that
Wall Street hiring would be off for
the Class of 2009 and for summer in-
terns next year, the career office
reached out to boutique and middle-
market firms like William Blair &
Co. and Perella Weinberg Partners
to beef up finance recruitment, says
Ms. Kole. “We sat down face-to-face
with our friends at firms that are
healthy and growing and implored
them to think about their current
hiring,” says Ms. Kole.

The result? There are 40 new fi-
nance-related firms slated to come
to Chicago’s campus; they probably
will be looking for one or two key re-
cruits—not the 20 or so grads a typi-
cal large investment bank hired at
the school in the past. But Chicago
officials hope the number of new re-
cruiters will make up for the smaller
volume. “People understand that
this is a great year to get talent,” she
says.
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To view additional opportunities currently available, please visit roberthalf.com.

Founded in 1948, Robert Half is the world’s first and
largest specialized recruitment firm focused exclusively
on the placement of accounting and finance professionals.

Controller
LOS ANGELES, CA to $130,000
Our client, a music industry leader, has a dynamic opportunity for a strategic and
analytical professional to join its team as Controller. In this multi-faceted role, the
individual will be responsible for the overall management of general accounting, as-
set accounting, project and production cost accounting, music and video content ac-
quisition rights, acquisition and liabilities, cash management and budgetary controls.
In addition, this position will be responsible for the company’s financial plans, policies,
and procedures and reporting. The successful candidate must have a CPA or MBA
in addition to 10+ years of related experience. Television and/or movie production
experience is also essential. Extensive experience with Microsoft Office, JD Edwards
One World, Version XE, Business Objects version X1R2 and Crystal Reports is
also required.

Finance Manager
MIAMI, FL to $100,000
Our client, a South Florida-based media firm, is currently seeking a Finance Manager
to join its growing team. This role, which reports directly to the Director of Finance,
will be responsible for developing and implementing policies, procedures and prac-
tices to ensure compliance with internal company standards as well as all pertinent
GAAP, SOP and any other authoritative accounting standards. Position will also
oversee information systems management and evaluate systems and procedures for
improvements. To be considered for this opportunity, candidates must have 7+ years’
related finance experience, preferably in audit/public accounting, as well as a Bach-
elor’s degree in business, finance or accounting. Strong knowledge of FAS 63 is
highly preferred, as is experience in the broadcasting industry. This opportunity offers
comprehensive benefits and excellent growth potential.

To apply in confidence, call 305.447.1757
or email coral.gables@roberthalf.com.

To apply in confidence, call +44 (0)20 7562 6500
or email julian.lavin@roberthalf.co.uk.

To apply in confidence, call +55-11-3382-0104
or email fabio.saad@roberthalf.com.br.

Finance Leader
LONDON, UK to £100,000 + bonus
An electronic trading company is seeking a Finance Leader for its London office. Reporting to
the Director of Business Operations, the position will liaise daily with the Controller, Treasurer
and Finance Director in the US to execute daily cash management, assist in working capital
management, manage the preparation of year-end audited reports and research UK GAAP
issues to recommend implementation. Additional responsibilities include creating process
efficiencies through automation of routine tasks and using analytical skills to assist in various
management projects. The ideal candidate is a commerciallymindedprofessional with 7+ years
of experience, including aminimumof 3 years’PQE in the banking and financial services sector
(ideally in a securities or trading firm). FSA (securities regulatory reporting knowledge), back-
ground in treasury and cash management and proficiency in UK GAAP are also required.

To apply in confidence, call 310.209.6800
or email westwood@roberthalf.com.

Senior Internal Auditor
DALLAS, TX to $110,000
A successful manufacturing industry client is seeking a Senior Internal Auditor for an
outstanding full-time opportunity. The Senior Internal Auditor will be a key member of the
corporation’s audit leadership team and will oversee all internal audit IT activities. Addi-
tional responsibilities include examining the company’s system of internal controls and
developing appropriate auditing strategies, communicating results of internal audits
to senior management, and developing and supervising an exceptionally talented IT
audit team. The ideal candidate must have excellent communication, critical-thinking
and technology skills. Requirements include a Bachelor’s degree in computer science,
accounting or finance, CPA certification, 7+ years of internal IT audit or related public
accounting experience, 2+ years’ management experience and solid knowledge of
software applications. Candidates must also be able to travel up to 40% of the time.

To apply in confidence, call 817.332.1112
or email fort.worth@roberthalf.com.

The Global leader in Financial recruiTinG

√ FoRtune® ranked Robert Half International #1 in our industry on “America’s Most Admired Companies” list.

√ Robert Half International was included in the BusinessWeek 50 Best-performing Companies.

√ Recognized as one of the Best Big Companies in America by Forbes magazine for the seventh year.

More than 360 offices worldwide:
Australia Belgium Brazil Canada Czech Republic France Germany Hong Kong Ireland Italy Japan

Luxembourg netherlands new Zealand Singapore Spain Switzerland united Kingdom united States
© 2008 Robert Half International Inc. An Equal Opportunity Employer. Source: FORTUNE, March 17, 2008.

√ FoRtune® ranked Robert Half International #1 in our industry on “America’s Most Admired Companies” list.
√ Robert Half International was included in the BusinessWeek 50 Best-performing Companies.

√ Recognized as one of the Best Big Companies in America by Forbes magazine for the seventh year.

Head of Operations
SãO PAULO, BrAzIL to R$ 500 000
Our client, a leading global investment bank, is seeking a strategic-thinking individual for
the role of Head of Operations (Back Office). Reporting to the Latin America Head of
Operations, this professional will be in charge of supporting structured transactions,
involving mergers & acquisitions, structured credit link notes, securitization, asset
management and FX transactions. The role also includes participation in new products
development with the business lines. The team is composed of three direct reports and
close to 50 indirect reports. Deep knowledge in information technology will be helpful to
bring the operations to the next level. Previous experience in the management of supporting
teams is essential. Requirements include fluency in English and Portuguese, and
flexibility to work under global procedures.

To apply in confidence, call 650.574.8200
or email san.mateo@roberthalf.com.

Tax Manager
SAN FrANCISCO, CA to $130,000 + bonus
Our client, an established and fast-paced CPA firm with a broad client base and
a great team atmosphere, has a unique opportunity for a demonstrated leader to
join its team in the role of Tax Manager. In this hands-on position, the Tax Manager
will manage the preparation of corporate tax filings and tax provisions. In addition,
this individual will consult with clients on all areas of domestic and international tax
provisions and compliance. Responsibilities will include identifying and implementing
tax planning opportunities and resolving technical tax issues. To be considered for
this role, candidates must have a CPA with 7+ years of experience in public accounting,
as well as experience as a tax manager. Strong project management and excellent
oral and written communication skills are required; either a Master’s in taxation or a
JD and CorpTax experience are also preferred.
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By Ellen Gamerman,

Cheryl Lu-Lien Tan

And Francine Schwadel

A
NOSE JOB in a hospital
with a private nurse in
attendance had been
something of a rite of
passage for Joan Ash-

er’s children. But when her fourth
and last child was ready for her
own rhinoplasty recently, Ms.
Asher asked her to postpone it.

The financial markets were sim-
ply more out of whack than her
16-year-old’s proboscis.

“The other noses were more
prominent,” the stay-at-home
mother from a tony New York City
suburb in Westchester County told
her 16-year-old daughter. She
could get hers done when things
settled down.

The financial crisis on Wall
Street has New York’s well-to-do
reeling. The people who fuel the ar-
ea’s economy with their spending
on art, fashion, cars, restaurants,
plastic surgery and other luxe
goods and services are starting to
cut back once-lavish budgets. As a
result, those who cater to their ev-
ery whim—from nanny agencies to
jewelers to yacht builders—are
seeing clients tighten their belts
on expenses from the millions to
the thousands.

At luxury boat builder
Northrop & Johnson Yacht and
Ship, headquartered in the British
Virgin Islands, director Kathleen
Mullen says a New York investor
called trying to put off the pur-
chase of a more than $25 million
megayacht. The client’s debating
whether to back out of the deal
completely. He’ll still have to pay
10%, Ms. Mullen says, since he’d al-
ready signed the contract. “He’s
undecided about what he wants to
do,” she says. “People have been
very shaken.”

On Thursday, a New York
mother of two young children
asked Carol Solomon, the owner of
New York Nanny Center Inc.,
whether she could find a good
nanny willing to work for less than
the $1,200 a week sought by a candi-
date she had found elsewhere.

“Based on everything that’s
been going on with the market,”
the mother told Ms. Solomon, “I’m
concerned about committing to
that kind of salary.” Ms. Solomon
suggested another nanny seeking a
more modest salary of $750 a week.

As with Ms. Asher’s daughter,
cosmetic surgeons are feeling the
pinch in their nips and tucks.

For her 50th birthday, Annette
Pucci, a New York retail manager,
planned to treat herself to a face-
lift by cashing in $15,000 in stocks.
But after consulting with her hus-

band, a manager with Consoli-
dated Edison Inc., she realized
their stock portfolio had taken
such a hit that it was out of the
question.

“It was a very big disappoint-
ment,” Ms. Pucci said. Her consola-
tion: a $1,200 Botox treatment she
had last week instead.

Plastic surgeon Z. Paul Lorenc
says one patient recently asked
him to inject half a syringe of Resty-
lane and save the rest for later to
save money. He refused. “Every sin-
gle patient that I have seen today
so far has mentioned that there’s
uncertainty on Wall Street,” Dr.
Lorenc said. “Everybody’s waiting
for the other shoe to drop.”

Ms. Asher was able to let her
daughter get her nose job before
school began after plastic surgeon
Alan Matarasso said he could do
the procedure in his office operat-
ing room on Manhattan’s Upper
East Side for about $2,500 less
than if they went to a hospital,
stayed overnight and hired a
nurse. At home, Ms. Asher stayed
up most of the night after the sur-
gery, putting cold compresses on
her daughter’s eyes every 20 min-
utes. “She was fine,” she says. “It
came out great.”

On the party circuit, many New
Yorkers aren’t canceling events,
but some are seeking to make them
less ostentatious, says Bronson van
Wyck, who runs New York event
firm Van Wyck & Van Wyck LLC
with his mother and sister. Earlier
last week, the children of a Wall
Street executive who are planning
his 65th birthday party contacted
the firm to change the menu. Out
went the caviar and truffles and in
came Wagyu beef instead. The new
menu won’t cost any less, Mr. van

Wyck says, but “it’s less overt.”
Expensive jewelry—one of the

few bright spots in the luxury-
goods industry until now—appears
to be a new victim of the financial
crisis. Patricia G. Hambrecht, who
helps private clients buy and sell
high-end jewelry, watched a client
in the financial-services industry
slash his budget for his wife’s wed-
ding anniversary present to
$20,000 to $25,000 from $50,000.

Another client, a woman who
had been eyeing a $30,000 pair of
diamond hoop earrings, explained
that her husband works in
the financial sector, and
“this isn’t a good mo-
ment,” Ms. Hambrecht
says. “There’s a reluctance
to spend money right
now,” she says.

Jewelry designer Tina
Tang said August sales
were down 50% year over
year and foot traffic was
off 75% at her Gold Label
by Tina Tang store in
Greenwich Village, where
she caters to professional women
with items that go for as much as
$16,000. She expects sales to fall
more this month. To clear merchan-
dise and generate cash flow, Ms.
Tang is holding her first ever store-
wide sale, slashing prices on all
items by 25%. “We’re feeling it,”
she said.

Despite Sotheby’s record-break-
ing auction of Damien Hirst’s art-
works in London last week, many
galleries fear fallout from the crisis
on Wall Street. Chelsea art gallery
owner Nick Robinson says he ex-
pects the work of popular artists
who command prices of more than
$250,000 in his gallery will still sell
well, because people will consider

the art an investment. But midca-
reer artists with lower-priced
pieces may suffer because the
value of their work is less certain,
he says.

For example, a couple just
backed out of purchasing a $12,000
photograph from Mr. Robinson’s
gallery. When he called to finalize
the sale, he says, “It was a vague,
‘Well, I don’t really need it any-
more.’ ” Mr. Robinson, who thinks
the problem was cash flow, says it’s
highly unusual for a customer to
back out at the last minute. “It’s the

only time it’s ever hap-
pened to me,” says Mr. Rob-
inson, who’s been a dealer
for 10 years.

The full impact of the fi-
nancial crisis on those
who sell to the wealthy
won’t be known for
months since much of the
big spending by folks on
Wall Street is fueled by the
bonuses they receive be-
tween December and Feb-
ruary. The prospect of

smaller bonuses this year has real-
tors, retailers and renters of villas
in the Caribbean on edge. Glenn
Ormiston, a reservations agent at
Wimco Luxury Villa Vacations and
Hotels, in Newport, R.I., says her
company’s villas on the island of St.
Barts are all booked for Christmas
but notes that clients have until
mid-October to pay in full, cancel
or trade down to a smaller prop-
erty.

Some businesses, of course, are
benefiting from the crisis. Todd
Walter, chief executive officer of
Red Door Spa Holdings, which op-
erates 30 Elizabeth Arden Red
Door spas in the U.S., said the spa
chain has seen an uptick in foot traf-

fic for treatments like massages
and facials.

“There’s tremendous uncer-
tainty and a tremendous amount of
stress out there. People are coming
in and looking for a small amount
of relief,” Mr. Walter said, noting
that spa revenue is up 5% to 8% last
week from a year ago.

At Roundabout New and Resale
Couture, a consignment shop on
the Upper East Side, manager Krist-
jansen Villanueva says a woman
came into the store for the first
time on Wednesday saying the “re-
sale” sign in the window caught her
eye.

Mr. Villanueva says the cus-
tomer told him she’s watching her
spending because her husband
works at Lehman Brothers and
their finances were “a little bit
shaky.” He says she bought an Ar-
mani pinstripe suit for
$499—when buying it at a bou-
tique would have cost her $2,500.

Tobina Kahn, vice president of
House of Kahn Estate Jewelers,
which buys and sells high-end jew-
elry, said she’s been “bombarded”
with calls from people seeking to
sell their jewelry and gold watches
quickly since the financial head-
lines turned particularly dire last
week. Ms. Kahn, whose company is
based in Chicago and Palm Beach,
Fla., said she normally gets four to
five calls a day from sellers but has
been getting about 40 calls each
day last week from people in their
30s to those who are retired.

“I’ve lost my voice talking to
people,” she says. “We’re not see-
ing panic, but these are items that
they’ve inherited or perhaps
bought when they had great sala-
ries and they’re thinking, ‘Boy, I’d
better cash out now.’ ”

Business schools
offer career lifeline
Helping grads, students map
out job strategies > Page 29

When wealthy New Yorkers economize
Luxury purveyors
brace for lean times
as the rich cut back
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Chef Thomas Keller, center, checks out preparations in the kitchen of his New York restaurant, Per Se, in the Time Warner Center.

WSJ.com

Tina Tang

To English archaeologists, Stonehenge
was Bronze Age emergency room
The first excavation inside the stone ring in
more than 40 years yields new theory > Page 30

Environment
Ethanol surpasses
gasoline in Brazil
> Blogs.WSJ.com
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Q
ATAR’S Sheik
Mohammed Bin
Khalifa Al-
Thani bought a

substantial stake in
Kaupthing Bank hf,
which Kaupthing
Chief Executive Hrei-
dar Mar Sigurdsson
said should ease the

Icelandic bank’s plans for Middle Eastern expansion.
Mr. Sigurdsson said Kaupthing, which was the

first Nordic bank to be granted an operating license
in Qatar in 2007, had only six employees in the Mid-
dle East by the end of the year. Kaupthing wants to
ramp up in the Middle East, and Mr. Sigurdsson
said Sheik Mohammed, who is the Qatari emir’s
brother, can help develop strategy as well as per-
sonal relations.

Qatar sheik purchases
stake in Kaupthing Bank

L
ONDON Mayor
Boris Johnson,
left, is looking

to put his stamp on
London by resurrect-
ing the idea of build-
ing an international
airport on landfill in
the Thames River es-
tuary east of London.

A feasibility study is under way to determine if
the “island” airport concept, which has been tossed
around since the 1970s, would solve southeast Eng-
land’s air-transport woes, caused primarily by over-
crowding at London’s Heathrow Airport.

However, the plan is unlikely to succeed, observ-
ers say, as airlines are dead-set against it and would
prefer to add another runway to Heathrow.
 —Associated Press
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An old plan to land planes
on the Thames is revived

By Charles Forelle

BRUSSELS—International Busi-
ness Machines Corp. will review its
membership in the bodies that set
common standards for the technol-
ogy industry and may withdraw
from some, potentially undermin-
ing the system that makes elec-
tronic equipment and software in-
teroperable world-wide.

The Armonk, N.Y.-based com-
puter maker is expected to an-
nounce the review Tuesday, accord-
ing to company officials. IBM has be-
come frustrated by what it consid-
ers opaque processes and poor deci-

sion-making at some of the hun-
dreds of bodies that set technical
standards for everything from data-
storage systems to programming
languages, those officials said.

A recent battle over the selection
as an international standard of the
file format used in Microsoft Corp.’s
Office software suite appears to
have influenced IBM’s decision. Mi-
crosoft, of Redmond, Wash., won
that contest in April when its Open
XML format was approved by the
Geneva-based International Organi-
zation for Standardization, or ISO.

Standards are key to the tech in-
dustry, where they provide a com-
mon foundation for products from
different manufacturers. Internet
standards allow millions of comput-
ers to display a Web page the same
way. IBM controls a vast cache of in-
tellectual property in the high-tech
field. As a result, its contributions
and agreement are often critical to
forming a standard.

IBM and open-source groups
that support collaborative software

development said Microsoft had
stacked the national committees
that make up the ISO with employ-
ees and sympathetic voters to get
the result it wanted. They also said
Open XML is so complicated and ob-
scure that only Microsoft could
fully exploit it, cementing the soft-
ware company’s already-consider-
able lead in office-document soft-
ware. IBM backed a rival format
called Open Document that was al-
ready certified as an ISO standard
and argued against approving Mi-
crosoft’s Open XML as an additional
standard.

A Microsoft spokesman said stan-
dards bodies are “invaluable” be-
cause they provide “an even and pre-
dictable playing field” to the indus-
try. Their decisions reflect the views
of a preponderance of members,
“not the interests of any single
party,” he said.

“There are lots of issues” with
standards groups beyond the office-
documents arena, said Bob Sutor, an
IBM vice president who is the com-

pany’s top standards official. He
cited high membership fees that de-
ter small players, complicated intel-
lectual-property policies and
opaque procedures.

Getting a company-backed prod-

uct approved as a standard can be a
boon: In Microsoft’s case, Open
XML’s certification eased hesita-
tions by some government purchas-
ing agents, who were reluctant to
buy nonstandard software.

R
USSIAN aluminum
producer United Co.
Rusal said it signed a

memorandum of understand-
ing with the Libyan State
Economic and Social Develop-
ment Fund to create a joint
venture to develop an energy
and metals complex in Libya.

Rusal will hold a 60%
stake in the joint venture,
while its Libyan partner will
hold the rest.

The aim is to develop an aluminum smelter with
a capacity of 600,000 metric tons a year and a
1,500 megawatt natural-gas power station. The natu-
ral gas for the complex will be supplied by Libya’s
National Oil Co. under a 30-year contract.
 —Jacob Gronholt-Pedersen

Siemens trial could lead to new revelations
Ex-board member
charged on payouts
of $43.9 million
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IBM may quit standards bodies

IBM controls a vast cache of intellectual property in the high-tech field, so its
agreement is often critical to forming a new technology standard.
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By Mike Esterl

And David Crawford

F AR-RANGING corruption
probes at German engineering
giant Siemens AG could gain

momentum this week, when former
board member Johannes Feldmayer
becomes the highest-ranking execu-
tive to stand trial.

In a summary of charges made
public Monday by a Nuremberg
court, German prosecutors accuse
Mr. Feldmayer of breach of trust in
allegedly helping to funnel Œ30.3
million ($43.9 million) in Siemens
funds earlier this decade to the
former head of AUB, an employer-
friendly labor organization.

Under German law, Mr. Feld-
mayer doesn’t have to enter a plea

of guilty or not guilty. A lawyer for
Mr. Feldmayer, whose trial starts
Wednesday, declined to give details
of how he plans to argue the case in
defense of Mr. Feldmayer.

Mr. Feldmayer, a onetime candi-
date for the chief executive spot at
the Munich-based conglom-
erate, left Siemens last
year after he was jailed and
released on bail in connec-
tion with the case.

In the official indictment
released Monday, prosecu-
tors allege that the 51-year-
old Mr. Feldmayer agreed in
January 2001 to make quar-
terly payments to a com-
pany owned by Wilhelm
Schelsky, the longtime head
of AUB. Prosecutors allege
the money was earmarked
for strengthening the labor group
and secretly influencing elections to
Siemens’s work councils, which
would be against German labor law.

Mr. Schelsky was arrested in early
2007 and has remained in jail. He

faces tax-evasion charges and also
goes on trial Wednesday. His lawyer
Monday said his client will admit to
tax offenses but deny the money
from Siemens was used for illegal
purposes.

Both Messrs. Feldmayer and
Schelsky will be taking the
stand in the trial.

A court spokesman said
Siemens itself isn’t currently
under investigation in the
Nuremberg case, but prose-
cutors have said they are
looking into whether other
individuals played a role.

Any new revelations
could worsen relations with
IG Metall, Germany’s largest
union by number of mem-
bers, which filed a criminal
complaint last year alleging

that Siemens bankrolled AUB in an ef-
fort to weaken worker rights. The
trial coincides with efforts by IG Met-
all to secure a pay increase of 7% to 8%
for industrial workers in sectorwide
negotiations.

The Nuremberg case is separate
from criminal investigations in sev-
eral countries—including the
U.S.—into whether Siemens bribed
foreign customers earlier this de-
cade to win big infrastructure con-
tracts. Siemens says it is cooperat-
ing with prosecutors and has flagged
Œ1.3 billion in suspicious transac-
tions. Last year, a Munich court fined
Siemens Œ201 million for bribes paid
by its telecommunications-equip-
ment unit in Nigeria, Russia and
Libya. The company didn’t appeal
the ruling nor the fine.

The various corruption probes
have triggered a massive shake-up
at Siemens, Europe’s largest engi-
neering company by sales. The
trains-to-light-bulbs conglomerate
has replaced all but one of its man-
agement board members since a
raid by German police in late 2006.

According to the indictment re-
leased Monday, invoices allegedly
were sent to Mr. Feldmayer’s per-
sonal address from 2001 to early
2005. Payments were processed auto-

matically by Siemens after mid-2005
without Mr. Feldmayer’s direct inter-
vention, prosecutors say. Payments
continued until November 2006,
when German police raided Sie-
mens’s offices, they allege. Prosecu-
tors also allege that Mr. Schelsky di-
rected proceeds to personal projects
that didn’t benefit Siemens. He spent
Œ2.5 million in 2006 to “promote
sports,” including the sponsorship of
a women’s handball team, according
to the indictment.

They also allege that funds from
Siemens went to Mr. Schelsky to
build up AUB “in the years” before
2001, including 3.8 million German
marks, or about Œ1.9 million, in 2000.

Messrs. Feldmayer and Schelsky
each face maximum sentences of 15
years in prison and fines if found
guilty, according to a court spokes-
man.

Mr. Feldmayer began working
for Siemens in 1977. He oversaw fi-
nances at the company’s large auto-
mation-and-drives unit before join-
ing the management board in 2003.
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United Co. Rusal, Libya
plan energy, metals plant
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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 % % 240.24 –0.60% –21.1% 4.02% 17 U.S. Select Dividend -b % % 812.17 –3.88% –10.4%

2.71% 12 Stoxx Global 1800 216.30 –1.81% –23.4% 236.50 –0.24% –20.5% 3.95% 15 Infrastructure 1536.00 –0.68% –17.2% 2134.90 0.51% –14.3%

3.43% 11 Stoxx 600 272.40 –2.09% –27.7% 297.71 –0.54% –24.9% 1.72% 12 Luxury 875.50 –1.19% –26.6% 1082.07 –0.01% –24.1%

3.52% 11 Stoxx Large 200 293.00 –2.13% –27.6% 318.61 –0.58% –24.8% 1.54% 11 BRIC 50 374.90 –0.25% –24.6% 521.08 0.94% –22.0%

2.87% 13 Stoxx Mid 200 245.00 –1.99% –27.5% 266.39 –0.43% –24.7% 9.19% 5 Africa 50 885.30 –1.15% –15.6% 819.21 0.03% –12.7%

3.17% 11 Stoxx Small 200 154.80 –1.73% –29.1% 168.24 –0.17% –26.4% 7.47% 9 GCC 40 870.80 –2.62% –6.4% 808.97 –1.07% –2.8%

3.41% 10 Euro Stoxx 300.60 –2.04% –28.1% 328.56 –0.48% –25.3% 3.30% 11 Sustainability 894.70 –0.46% –24.1% 1104.36 1.01% –21.2%

3.51% 10 Euro Stoxx Large 200 321.60 –2.10% –28.5% 349.33 –0.54% –25.7% 2.21% 13 Islamic Market -a % % 1998.41 0.01% –16.9%

2.88% 13 Euro Stoxx Mid 200 276.50 –1.88% –25.2% 300.25 –0.32% –22.4% 2.54% 12 Islamic Market 100 1734.20 –0.99% –20.1% 2169.74 0.47% –17.1%

3.02% 12 Euro Stoxx Small 200 168.60 –1.45% –27.4% 183.02 0.12% –24.6% 6.11% 7 Islamic Turkey -c 2343.50 –0.47% –23.4% % %

7.99% 7 Stoxx Select Dividend 30 1787.60 –3.70% –42.7% 2239.10 –2.17% –40.5% 2.03% 18 Wilshire 5000 % % 12674.82 –1.61% –17.0%

5.40% 7 Euro Stoxx Select Div 30 2058.00 –1.97% –37.8% 2587.72 –0.41% –35.4% % DJ-AIG Commodity 169.70 1.25% –2.3% 180.39 2.86% 1.4%

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

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

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

Australia 1.1839 2.1852 1.0886 0.1816 0.0471 0.2128 0.0111 0.3447 1.7344 0.2325 1.1423 ...

 Canada 1.0364 1.9129 0.9529 0.1589 0.0412 0.1863 0.0097 0.3017 1.5183 0.2035 ... 0.8754

 Denmark 5.0920 9.3985 4.6818 0.7809 0.2025 0.9152 0.0478 1.4825 7.4597 ... 4.9131 4.3009

 Euro 0.6826 1.2599 0.6276 0.1047 0.0272 0.1227 0.0064 0.1987 ... 0.1341 0.6586 0.5766

 Israel 3.4348 6.3397 3.1581 0.5268 0.1366 0.6173 0.0322 ... 5.0319 0.6745 3.3141 2.9012

 Japan 106.6250 196.8031 98.0370 16.3528 4.2413 19.1642 ... 31.0430 156.2056 20.9399 102.8802 90.0608

 Norway 5.5638 10.2693 5.1156 0.8533 0.2213 ... 0.0522 1.6198 8.1509 1.0927 5.3683 4.6994

 Russia 25.1397 46.4015 23.1148 3.8556 ... 4.5185 0.2358 7.3192 36.8296 4.9371 24.2567 21.2342

 Sweden 6.5203 12.0348 5.9951 ... 0.2594 1.1719 0.0612 1.8983 9.5522 1.2805 6.2913 5.5074

 Switzerland 1.0876 2.0074 ... 0.1668 0.0433 0.1955 0.0102 0.3166 1.5933 0.2136 1.0494 0.9186

 U.K. 0.5418 ... 0.4981 0.0831 0.0216 0.0974 0.0051 0.1577 0.7937 0.1064 0.5228 0.4576

 U.S. ... 1.8458 0.9195 0.1534 0.0398 0.1797 0.0094 0.2911 1.4650 0.1964 0.9649 0.8446

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 558.50 16.25 3.00% 799.25 258.50
Soybeans (cents/bu.) CBOT 1205.00 61.50 5.38 1,636.75 622.00
Wheat (cents/bu.) CBOT 737.75 19.75 2.75 1,284.25 430.00
Live cattle (cents/lb.) CME 103.900 0.650 0.63 115.325 96.900
Cocoa ($/ton) ICE-US 2,726 36 1.34 3,273 1,845
Coffee (cents/lb.) ICE-US 136.60 3.50 2.63 178.90 123.40
Sugar (cents/lb.) ICE-US 14.26 0.62 4.55 15.85 9.89
Cotton (cents/lb.) ICE-US 64.39 1.87 2.99 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,344.00 85 3.76 3,665 2,020
Cocoa (pounds/ton) LIFFE 1,513 1 0.07 1,706 979
Robusta coffee ($/ton) LIFFE 2,176 47 2.21 2,747 1,711

Copper (cents/lb.) COMEX 325.50 7.85 2.47 404.50 220.00
Gold ($/troy oz.) COMEX 909.00 44.30 5.12 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1345.00 97.50 7.82 2,155.00 601.00
Aluminum ($/ton) LME 2,553.00 39.00 1.55 3,340.00 2,390.00
Tin ($/ton) LME 17,475.00 395.00 2.31 25,450 14,545
Copper ($/ton) LME 7,135.00 269.00 3.92 8,811.00 6,335.00
Lead ($/ton) LME 1,935.00 95.00 5.16 3,875.00 1,564.00
Zinc ($/ton) LME 1,819.50 84.50 4.87 3,169.50 1,638.00
Nickel ($/ton) LME 17,395 645 3.85 34,050 16,750

Crude oil ($/bbl.) NYMEX 109.37 6.62 6.44 148.47 57.75
Heating oil ($/gal.) NYMEX 3.0634 0.1461 5.01 4.2500 1.9895
RBOB gasoline ($/gal.) NYMEX 2.6759 0.1316 5.17 3.5475 1.9605
Natural gas ($/mmBtu) NYMEX 7.943 0.095 1.21 13.998 4.750
Brent crude ($/bbl.) ICE-EU 106.97 6.18 6.13 150.12 54.51
Gas oil ($/ton) ICE-EU 965.75 59.25 6.54 1,354.00 686.50

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 22
Per In

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

Argentina peso-a 4.5653 0.2190 3.1163 0.3209

Brazil real 2.6282 0.3805 1.7940 0.5574
Canada dollar 1.5183 0.6586 1.0364 0.9649

1-mo. forward 1.5181 0.6587 1.0363 0.9650
3-mos. forward 1.5182 0.6587 1.0363 0.9649
6-mos. forward 1.5197 0.6580 1.0374 0.9640

Chile peso 776.45 0.001288 530.00 0.001887
Colombia peso 2991.46 0.0003343 2041.95 0.0004897
Ecuador US dollar-f 1.4650 0.6826 1 1
Mexico peso-a 15.4965 0.0645 10.5778 0.0945
Peru sol 4.3127 0.2319 2.9438 0.3397
Uruguay peso-e 29.813 0.0335 20.350 0.0491
U.S. dollar 1.4650 0.6826 1 1
Venezuela bolivar 3145.79 0.000318 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.7344 0.5766 1.1839 0.8447
China yuan 10.0129 0.0999 6.8348 0.1463
Hong Kong dollar 11.3885 0.0878 7.7738 0.1286
India rupee 66.386 0.0151 45.315 0.0221
Indonesia rupiah 13610 0.0000735 9290 0.0001076
Japan yen 156.21 0.006402 106.63 0.009379

1-mo. forward 155.64 0.006425 106.24 0.009413
3-mos. forward 154.92 0.006455 105.75 0.009456
6-mos. forward 153.92 0.006497 105.06 0.009518

Malaysia ringgit-c 5.0088 0.1996 3.4190 0.2925
New Zealand dollar 2.1146 0.4729 1.4434 0.6928
Pakistan rupee 114.123 0.0088 77.900 0.0128
Philippines peso 67.712 0.0148 46.220 0.0216
Singapore dollar 2.0719 0.4827 1.4143 0.7071
South Korea won 1652.96 0.0006050 1128.30 0.0008863
Taiwan dollar 46.908 0.02132 32.019 0.03123
Thailand baht 49.663 0.02014 33.900 0.02950

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

Euro zone euro 1 1 0.6826 1.4650
1-mo. forward 1.0001 0.9999 0.6826 1.4649
3-mos. forward 1.0018 0.9982 0.6838 1.4623
6-mos. forward 1.0061 0.9940 0.6867 1.4562

Czech Rep. koruna-b 23.899 0.0418 16.313 0.0613
Denmark krone 7.4597 0.1341 5.0920 0.1964
Hungary forint 240.39 0.004160 164.09 0.006094
Malta lira 0.4292 2.3302 0.2929 3.4137
Norway krone 8.1509 0.1227 5.5638 0.1797
Poland zloty 3.2947 0.3035 2.2490 0.4447
Russia ruble-d 36.830 0.02715 25.140 0.03978
Slovak Rep. koruna 30.3182 0.03298 20.6950 0.04832
Sweden krona 9.5522 0.1047 6.5203 0.1534
Switzerland franc 1.5933 0.6276 1.0876 0.9195

1-mo. forward 1.5908 0.6286 1.0859 0.9209
3-mos. forward 1.5875 0.6299 1.0836 0.9228
6-mos. forward 1.5849 0.6309 1.0819 0.9243

Turkey lira 1.8150 0.5510 1.2389 0.8072
U.K. pound 0.7937 1.2599 0.5418 1.8458

1-mo. forward 0.7946 1.2585 0.5424 1.8437
3-mos. forward 0.7976 1.2538 0.5444 1.8368
6-mos. forward 0.8024 1.2463 0.5477 1.8258

MIDDLE EAST/AFRICA
Bahrain dinar 0.5524 1.8104 0.3771 2.6522
Egypt pound-a 8.0304 0.1245 5.4815 0.1824
Israel shekel 5.0319 0.1987 3.4348 0.2911
Jordan dinar 1.0378 0.9636 0.7084 1.4116
Kuwait dinar 0.3910 2.5575 0.2669 3.7467
Lebanon pound 2208.49 0.0004528 1507.50 0.0006634
Saudi Arabia riyal 5.5011 0.1818 3.7550 0.2663
South Africa rand 11.6687 0.0857 7.9650 0.1256
United Arab dirham 5.3812 0.1858 3.6732 0.2722
SDR -f 0.9336 1.0711 0.6373 1.5691

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 600 272.35 –5.83 –2.10% –25.3% –27.7%

 11 DJ Stoxx 50 2745.32 –64.06 –2.28 –25.5% –28.1%

 10 Euro Zone DJ Euro Stoxx 300.57 –6.25 –2.04 –27.6% –28.1%

 10 DJ Euro Stoxx 50 3181.77 –71.75 –2.21 –27.7% –27.0%

 10 Austria ATX 3220.36 7.38 0.23% –28.6% –29.9%

 10 Belgium Bel-20 2967.70 –85.13 –2.79 –28.1% –31.1%

 12 Czech Republic PX 1309.9 –6.3 –0.48 –27.8% –26.9%

 14 Denmark OMX Copenhagen 369.27 –1.99 –0.54 –17.7% –21.4%

 11 Finland OMX Helsinki 7517.76 –235.95 –3.04 –35.2% –38.1%

 10 France CAC-40 4223.51 –101.36 –2.34 –24.8% –25.8%

 11 Germany DAX 6107.75 –81.78 –1.32 –24.3% –21.6%

 … Hungary BUX 18860.65 –201.69 –1.06 –28.1% –31.1%

 3 Ireland ISEQ 3976.01 –160.31 –3.88 –42.7% –48.9%

 8 Italy S&P/MIB 27438 –439 –1.57 –28.8% –31.4%

 6 Netherlands AEX 375.19 –6.64 –1.74 –27.3% –30.7%

 8 Norway All-Shares 422.23 0.51 0.12 –25.9% –26.8%

 17 Poland WIG 38277.87 –83.12 –0.22 –31.2% –37.8%

 11 Portugal PSI 20 8320.32 3.71 0.04 –36.1% –31.0%

 … Russia RTSI 1309.50 13.59 1.05% –42.8% –35.9%

 10 Spain IBEX 35 11328.5 –229.4 –1.98% –25.4% –21.8%

 15 Sweden OMX Stockholm 265.04 –2.97 –1.11 –24.7% –31.2%

 13 Switzerland SMI 6887.39 –137.78 –1.96 –18.8% –22.7%

 … Turkey ISE National 100 36183.62 –186.54 –0.51 –34.8% –32.5%

 10 U.K. FTSE 100 5236.3 –75.0 –1.41 –18.9% –19.0%

 12 ASIA-PACIFIC DJ Asia-Pacific 120.17 2.87 2.45 –24.0% –24.5%

 … Australia SPX/ASX 200 5020.5 216.4 4.50 –20.8% –22.2%

 … China CBN 600 17629.47 1018.20 6.13 –57.4% –58.5%

 12 Hong Kong Hang Seng 19632.20 304.47 1.58 –29.4% –26.1%

 15 India Sensex 13994.96 –47.36 –0.34 –31.0% –16.9%

 … Japan Nikkei Stock Average 12090.59 169.73 1.42 –21.0% –25.9%

 … Singapore Straits Times 2544.13 –14.94 –0.58 –26.6% –28.8%

 11 South Korea Kospi 1460.34 4.56 0.31 –23.0% –23.9%

 13 AMERICAS DJ Americas 319.51 –5.89 –1.81 –15.2% –17.2%

 … Brazil Bovespa 52789.91 –265.47 –0.50 –17.4% –9.5%

 13 Mexico IPC 25341.58 –359.45 –1.40 –14.2% –16.7%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of September 19, 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* 320.31 6.15%–20.6% –18.2%

2.90% 14 World (Developed Markets) 1,286.44 5.73%–19.0% –17.6%

2.60% 15 World ex-EMU 149.76 5.24%–17.2% –16.8%

2.70% 14 World ex-UK 1,279.17 5.30%–18.4% –16.8%

3.70% 11 EAFE 1,703.49 7.18%–24.4% –22.1%

2.70% 12 Emerging Markets (EM) 845.56 10.12%–32.1% –22.2%

4.20% 10 EUROPE 97.02 8.23%–23.9% –26.0%

4.30% 10 EMU 203.49 8.34%–27.3% –21.7%

4.00% 11 Europe ex-UK 105.76 7.69%–24.2% –25.0%

5.70% 8 Europe Value 110.55 11.05%–27.1% –31.1%

2.70% 14 Europe Growth 82.83 5.63%–20.7% –20.9%

3.30% 12 Europe Small Cap 161.30 5.59%–25.1% –33.8%

2.40% 9 EM Europe 306.79 20.18%–36.2% –27.1%

4.50% 10 UK 1,578.06 8.86%–17.8% –16.4%

3.60% 12 Nordic Countries 150.69 9.24%–26.9% –29.9%

1.60% 8 Russia 877.30 27.06%–41.6% –26.6%

3.30% 14 South Africa 634.82 5.77%–11.0% –9.2%

3.50% 13 AC ASIA PACIFIC EX-JAPAN 349.24 7.78%–34.1% –26.4%

1.90% 15 Japan 722.34 5.13%–23.2% –29.3%

2.30% 15 China 50.15 13.71%–41.3% –32.6%

1.10% 17 India 556.41 5.61%–34.9% –9.8%

2.20% 10 Korea 403.80 5.29%–21.9% –20.1%

5.30% 12 Taiwan 235.23 5.97%–29.6% –32.3%

2.10% 18 US BROAD MARKET 1,387.24 4.13%–13.0% –13.4%

1.50% 35 US Small Cap 1,901.46 4.07% –4.2% –7.5%

2.50% 12 EM LATIN AMERICA 3,500.27 10.26%–20.5% –5.0%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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upcoming conferences and seminars; please reserve your places today!!!

This year’s event will continue to build on the success of our previous edition and engage leading industry figures in heated debates.

Get the latest updates on:
• Achieving low latency
• Improving efficiency of the trading desk
• Capturing alpha through the cross-asset trading strategies
• Accessing pools of liquidity and meeting best execution criteria
• Impact on mergers, exchanges and the market
• New challenges for the brokerage houses
• What the sell-side has to do to meet buy-side expectation

To register contact Anna on +44 (0) 20 7426 3345 or email akonieczny@efinancialnews.com
For more information visit: www.efinancialnewsevents.com/technologyss/

Save 10% if you book by 26th September 2008
The Rise of Islamic Finance and Ethical Investments is the ONLY event that will allow you the opportunity to meet and discuss with top key level
industry players, regulators and Shari’ah scholars.

To register contact Cordelia on
Tel: +44 (0) 20 7309 7705 or Email: cekeocha@efinancialnews.com
For more information visit:
www.efinancialnewsevents.com/ifandethicalinvest08/

Building on the success of our London edition this conference will
bring together German and other European investors, to discuss
the investment potential and best strategies for implementing ETF.

Topics to be discussed:
• Overview of the hottest ETFs to invest in
• Successful implementation of the ETF in the investment portfolio
• Things that have to be considered when investing in exchanged

traded funds such as: tax, transparency, risk management
• Examining different uses of ETFs
• ETFs applications in the retirement portfolio
• Investigating investment potential of fixed income indices
• Active versus passive management
• Insight into different institutional investors uses of ETF

www.efinancialnewsevents.com/conference/etffrankfurt/

This Financial News event will be exploring investment opportunities arising from latest developments in climate change. We will examine risk
and return profiles for the renewable energy sectors as well as recent policies and tax incentives affecting the industry.

Why you should not miss this conference:
• Explore the latest world trends in Green and Carbon investments
• Find out how to capitalise on Climate Change as an investment opportunity
• Learn how to build investment portfolio focused on Climate Change
• Discover how to invest in Green and Carbon funds
• Assess latest trends in the Renewable Energy Finance and Carbon Trading
• Meet senior industry representatives to debate the latest issues affecting this sector

For sponsorship opportunities please contact Ifeoma Bosah at ibosah@efinancialnews.com

www.efinancialnewsevents.com/conference/green08/

The 3rd Annual European Pensions and Savings Summit will be held at The London Marriott Hotel, Grosvenor Square, on the 28th - 29th April 2009. This
exclusive event for pension funds representatives, trustees and consultants is a unique opportunity for all the senior industry representatives to meet
and discuss the best solutions for the current challenges facing pension funds in Europe.

Pension funds representatives, Trustees and Consultants from across Europe are invited to register for complimentary passes; please email your details
to Cordelia Ekeocha at cekeocha@efinancialnews.com

For sponsorship opportunities please contact Ifeoma Bosah at ibosah@efinancialnews.com

www.efinancialnewsevents.com/conference/europass09/

Following on from the success in 2008, The India Summit 2009 will be held from 19 – 20 May at The London Marriott Hotel, Grosvenor Square.

For sponsorship please call Jacqueline Nuttall on +44 (0) 20 7309 7784 or email jnuttall@efinancialnews.com

www.efinancialnewsevents.com/conference/indiasummit09/

For marketing and delegate information please email eventsmarketing@efinancialnews.com
For sponsorship opportunities please email sponsorship@efinancialnews.com
Tel: +44 (0) 20 7309 7705 Please make sure you visit www.efinancialnewsevents.com for further updates. Code: WSJE

In collaboration with: Supported by:Technology partner:

Supported by:

Supported by:

Media Partners:

Supported by:

Exhibitor:

Sponsored by:

Early booking discount offer
£595 + VAT will end on

26th September 2008

Special 2 for 1 offer on
delegate fees – ends

on 27th Sept 08

14th October 2008
Thomson Reuters Building,
Canary Wharf, London

5th November 2008
Hilton Hotel, Frankfurt,
Germany

4th December 2008
Merchant Taylors' Hall,
London

14th October 2008
Savoy Place, London

19 - 20 May 2009
The London Marriott Hotel,
Grosvenor Square

Sponsored by:

Early Bird discount
extended until 28th

September – Book Now!

28 - 29 April 2009
The London Marriott Hotel,
Grosvenor Square
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 24.30 $29.21 –1.22 –4.01%
Alcoa AA 12.70 26.80 0.01 0.04%
AmExpress AXP 13.60 37.29 –3.11 –7.70%
BankAm BAC 61.00 34.15 –3.33 –8.88%
Boeing BA 5.60 58.75 –1.01 –1.69%
Caterpillar CAT 5.50 64.60 –1.89 –2.84%
Chevron CVX 13.60 87.33 –0.47 –0.54%
Citigroup C 113.80 20.01 –0.64 –3.10%
CocaCola KO 11.20 51.38 –1.34 –2.54%
Disney DIS 16.90 32.91 –1.48 –4.30%
DuPont DD 7.30 45.39 –2.65 –5.52%
ExxonMobil XOM 28.20 78.88 –0.73 –0.92%
GenElec GE 53.30 26.15 –0.47 –1.77%
GenMotor GM 17.00 11.58 –1.50 –11.47%
HewlettPk HPQ 21.10 47.16 –1.10 –2.28%
HomeDpt HD 21.40 25.62 –1.75 –6.39%
Intel INTC 45.70 18.50 –0.73 –3.80%
IBM IBM 8.40 116.21 –2.64 –2.22%
JPMorgChas JPM 41.10 40.80 –6.25 –13.28%
JohnsJohns JNJ 15.20 68.41 –1.58 –2.26%
KftFoods KFT 12.70 33.09 –1.59 –4.58%
McDonalds MCD 11.80 62.57 –1.41 –2.20%
Merck MRK 10.40 31.45 –0.39 –1.22%
Microsoft MSFT 95.80 25.40 0.24 0.95%
Pfizer PFE 42.10 18.07 –0.48 –2.59%
ProctGamb PG 14.10 68.04 –2.32 –3.30%
3M MMM 5.50 70.70 –1.98 –2.72%
UnitedTech UTX 7.10 61.62 –2.68 –4.17%
Verizon VZ 14.50 32.03 –1.27 –3.81%
WalMart WMT 21.40 58.89 –0.81 –1.36%

Dow Jones Industrial Average  P/E: nil
LAST: 11015.69 t 372.75, or 3.27%

YEAR TO DATE: t 2,249.13, or 17.0%

OVER 52 WEEKS t 2,743.85, or 19.9%

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

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

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

UBS $367 9.1% 30% 11% 59% …%

RBS 294 7.3% 24% 29% 7% 39%

JPMorgan 290 7.2% 28% 10% 57% 5%

Merrill Lynch 286 7.1% 58% 10% 32% 1%

Goldman Sachs 284 7.0% 58% 3% 36% 3%

Morgan Stanley 248 6.2% 46% 8% 45% 1%

Citi 192 4.8% 21% 19% 57% 2%

HSBC 174 4.3% 6% 42% 7% 45%

Deutsche Bank 173 4.3% 22% 12% 65% 1%

Source: Dealogic

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

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

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

Seat Pagine Gialle SpA 1,238 –119 217 281 ImperialL Chem Inds  25 –2 4 8

M real  1,261 –113 6 –263 Kdom Spain 42 –2 2 5

Gov & Co Bk Irlnd 331 –78 60 133 Rep Austria 13 –1 ... 1

Norske Skogindustrier ASA 967 –70 4 –141 Pilkington Group 89 –1 14 35

UBS AG 225 –64 90 107 Kdom Belgium 23 ... 1 3

Barclays Bk  157 –56 23 27 French Rep 13 ... 1 1

Bk of Scotland 256 –55 9 67 Fed Rep Germany 9 ... ... 1

Cr Suisse Group AG 119 –48 29 31 Kdom Sweden 14 ... 2 4

Royal Bk Scotland  180 –46 58 68 Man Ag 100 2 10 11

Rank Gp  554 –43 5 –12 Glitnir banki hf 1276 4 388 402

Source: Markit Group

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

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

ArcelorMittal Luxembourg Iron & Steel $90.2 42.54 2.85% –22.6% ...

BHP Billiton U.K. General Mining 60.9 14.79 2.21 –15.5 66.0%

BP U.K. Integrated Oil & Gas 190.7 5.00 2.04 –15.1 –24.6

Astrazeneca U.K. Pharmaceuticals 67.6 25.21 2.02 3.5 –5.2

Rio Tinto U.K. General Mining 83.1 42.40 1.73 0.9 87.1

Nokia Finland Telecom Equipment $76.8 13.80 –5.93% –47.1 0.8

Bayer Germany Specialty Chemicals 60.6 54.18 –5.82 –4.2 78.5

HSBC Hldgs U.K. Banks 192.1 8.67 –5.76 –4.4 –4.8

ING Groep Netherlands Life Insurance 58.6 19.25 –5.59 –37.4 –21.0

AXA S.A. France Full Line Insurance 70.5 23.33 –5.38 –24.3 5.2

...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

Royal Bk of Scot 65.9 2.16 1.17% –49.9% –52.0%
U.K. (Banks)
Royal Dutch Shll 112.5 21.66 0.56 –27.4 –19.8
U.K. (Integrated Oil & Gas)
Assicurazioni Gen 47.0 22.75 0.53 –26.3 –4.9
Italy (Full Line Insurance)
L.M. Ericsson Tel B 30.8 67.40 0.15 –46.7 –51.3
Sweden (Telecom Equipment)
Banco Bilbao Viz 63.0 11.49 –0.43 –30.9 –19.5
Spain (Banks)
E.ON 100.0 34.16 –0.44 –18.8 37.2
Germany (Multiutilities)
Total S.A. 155.0 44.65 –0.78 –23.1 –19.4
France (Integrated Oil & Gas)
ABB 50.1 23.50 –0.84 –21.5 157.7
Switzerland (Industrial Machinery)
UBS 56.0 20.80 –0.95 –62.8 –57.5
Switzerland (Banks)
GlaxoSmithKline 126.5 12.00 –1.03 –9.6 –16.6
U.K. (Pharmaceuticals)
Daimler 55.1 39.06 –1.04 –43.3 –10.7
Germany (Automobiles)
Nestle S.A. 171.6 48.78 –1.13 –4.9 30.7
Switzerland (Food Products)
Allianz SE 65.6 99.15 –1.35 –38.0 –8.0
Germany (Full Line Insurance)
Tesco 56.3 3.89 –1.37 –13.1 22.4
U.K. (Food Retailers & Wholesalers)
Telefonica S.A. 121.9 17.70 –1.39 –9.2 32.1
Spain (Fixed Line Telecom)
SAP 71.7 39.32 –1.53 –5.4 9.8
Germany (Software)
British Amer Tob 66.0 17.68 –2.05 2.6 46.7
U.K. (Tobacco)
BASF 47.4 34.20 –2.23 –29.6 11.8
Germany (Commodity Chemicals)
Novartis 138.4 57.00 –2.23 –11.8 –11.8
Switzerland (Pharmaceuticals)
Anglo Amer 57.6 23.27 –2.27 –29.0 37.2
U.K. (General Mining)

Intesa Sanpaolo 66.8 3.85 –2.28% –29.2% –2.3%
Italy (Banks)
Roche Hldg Part. Cert. 113.6 176.00 –2.28 –17.8 –2.7
Switzerland (Pharmaceuticals)
UniCredit 68.2 3.49 –2.44 –41.4 –25.9
Italy (Banks)
Unilever 49.5 19.71 –2.45 –11.4 –1.2
Netherlands (Food Products)
Vodafone Grp 137.4 1.28 –2.63 –26.0 –13.9
U.K. (Mobile Telecom)
France Telecom 76.2 19.91 –2.81 –12.7 –17.2
France (Fixed Line Telecom)
Deutsche Telekom 68.2 10.69 –2.82 –22.6 –29.6
Germany (Mobile Telecom)
Iberdrola S.A. 51.6 7.06 –2.89 –30.7 22.3
Spain (Conventional Electricity)
BNP Paribas S.A. 88.1 66.00 –2.94 –12.4 8.2
France (Banks)
Siemens 91.0 68.03 –3.23 –29.3 6.9
Germany (Electronic Equipment)
Koninklijke Philips Elec 31.2 20.35 –3.28 –34.9 –8.3
Netherlands (Consumer Electronics)
Deutsche Bk 43.2 55.56 –3.37 –38.4 –27.3
Germany (Banks)
GDF Suez 113.6 35.40 –3.42 1.3 27.8
France (Multiutilities)
Credit Suisse Grp 56.2 54.00 –3.57 –30.6 –5.8
Switzerland (Banks)
Soc. Generale 55.9 64.60 –3.58 –42.0 –25.8
France (Banks)
Banco Santander 98.9 10.80 –3.91 –19.7 0.5
Spain (Banks)
Sanofi-Aventis S.A. 87.9 45.66 –3.99 –24.4 –32.9
France (Pharmaceuticals)
Barclays 56.0 3.73 –4.11 –37.8 –33.0
U.K. (Banks)
ENI 113.3 19.32 –4.36 –26.4 –22.0
Italy (Integrated Oil & Gas)
Diageo 50.6 9.79 –4.86 –8.5 19.4
U.K. (Distillers & Vintners)

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 1.13 102.15% 0.02% 1.56 0.64 0.95

Eur. High Volatility: 9/1 2.06 102.13 0.03 2.66 1.23 1.77

Europe Crossover: 9/1 5.64 102.99 0.07 6.40 4.00 5.13

Asia ex-Japan IG: 9/1 1.74 103.14 0.03 2.30 0.85 1.40

Japan: 9/1 1.50 103.12 0.02 2.00 0.65 1.16

 Note: Data as of September 19

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

In percentage points
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Source: Markit Group

BLUE CHIPS & BONDS

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

EAST LIBERTY, Ohio—One re-
cent morning, the Honda Motor Co.
plant here churned out 120 Civic
compacts. Then the production line
came to a halt and workers in white
uniforms swept in to install new
hand-like parts on the giant gray ro-
bots that weld steel into the cars’
frames.

About five minutes later, the line
roared back to life, and the robots
began zapping together a longer,
taller vehicle, the CR-V crossover.

In the automotive world, this is
considered quite a feat. Until a few
years ago, most auto plants in
North America could make only one
vehicle. Now, other manufacturers
have a few flexible plants. A Ford
Motor Co. plant near Chicago, for ex-
ample, makes three different vehi-
cles, and many plants can produce
slight variations on one basic car or
truck.

But switching from one model to
a completely different one can still
take weeks and millions of dollars.
Ford will spend at least $75 million
to overhaul a sport-utility-vehicle
plant in Michigan to make small
cars, and the work will take 13
months. General Motors Corp. is re-
tooling its Lordstown, Ohio, plant
to produce a new model at a cost of
$350 million.

The manufacturing dexterity of
Honda’s plants, now the most flexible
in North America, is emerging as a
key strategic advantage for the com-
pany. In an era of volatile gasoline
prices, Honda can adjust production
to inventory levels faster than its
competitors. Earlier this year, when
gasoline prices shot up to $4 a gallon,
the company slowed down produc-
tion of its Ridgeline pickup truck at
its Canada plant and increased out-
put of better-selling vehicles.

In recent weeks, fuel prices have
eased. If they continue to fall and de-

mand for larger vehicles improves,
Honda has the ability to adjust
faster than its competitors, says
Ron Harbour, a partner at Oliver Wy-
man, a global consulting firm that
publishes the Harbour Report on
auto production.

It has been a tough year for most
auto makers in the U.S. Housing
woes and the slumping economy
have depressed overall vehicle
sales, and high gasoline prices have
spurred American consumers to
buy small cars instead of the pickup
trucks and SUVs that were so popu-
lar in years past. In the first eight
months of the year, sales were down
24% at Chrysler LLC, 18% at GM and
15% at Ford. Even mighty Toyota
Motor Corp. has seen its U.S. sales
fall 7.8%

But U.S. sales at Honda, Japan’s
No.2 auto maker, were up 1.7% in the
period, and its U.S. market share
has vaulted to a record, hitting 11.1%
in August. It is now the No. 4 auto

maker in the U.S., behind GM, Toy-
ota and Ford but ahead of Chrysler,
and it sold only 3,600 fewer vehi-
cles than Ford in August.

Honda faces plenty of chal-
lenges. Sales of its pickup truck
have been disappointing. Its up-
scale brand, Acura, struggles to
stand out in a segment dominated
by Toyota’s Lexus unit, BMW AG
and Daimler AG’s Mercedes-Benz
unit. And while Honda is known for
fuel efficiency, it will have to race to
catch up to Toyota in gasoline-elec-
tric hybrids.

Honda’s most obvious strength
is a model line of mainly small and
fuel-efficient vehicles. It avoided
making the kind of big pickups and

SUVs that have heavy steel frames
beneath their sheet metal. The
Ridgeline and Honda’s SUV-like ve-
hicles use lighter, car-like underpin-
nings. Both Toyota and Nissan Mo-
tor Co. pushed into body-on-frame
trucks, and they are suffering as
sales of those gas-guzzling vehicles
decline. Toyota has even stopped
producing its Tundra pickup truck
for three months.

In contrast, just as demand for
small cars is rising, Honda is about
to expand its ability to churn out
Civics. A new plant in Greensburg,
Ind., is set to start production in the
next couple of weeks. By next year,
it will make about 16,000 Civics a
month.

But Honda’s manufacturing flexi-
bility is almost as key to its success
as its product lineup. To respond to
changes in economic conditions,
Honda is able to shuffle production
among different plants as well as
make different models in one plant.

A decade ago, the company in-
vested $400 million in its three facil-
ities in Ohio to make the plants flexi-
ble. That allowed it to stop import-
ing the CR-V from a plant in Britain
when the weak dollar was hurting
margins on imports. In 2006,
Honda started making CR-Vs in East
Liberty, reducing its exposure to un-
favorable exchange rates. Later this
year, production of the Ridgeline
pickup will be switched from Allis-
ton, Ontario, to Lincoln, Ala., to al-
low the Canadian plant to expand
Civic capacity.

Auto makers used to design a
new manufacturing process each
time they designed a new car, and
older assembly plants reflect that.
At Honda, a variety of models can
be assembled efficiently because al-
most all of its vehicles are designed
to be put together the same way,
even if their parts are slightly differ-
ent. Here in East Liberty, for exam-
ple, the doors are installed on the
Civic and CR-V at the same stage of
the process, and their side panels
are joined to their roofs at the same
point in the production line.

Another key is the gray robots.
They use a Honda-engineered de-
vice much like a hand to hold the
parts during the welding process.
Workers simply put different
“hands” on the robots to handle the
parts for different vehicles. At less
flexible plants, the machinery is spe-
cifically designed to produce one
model, or a few variants of one ba-
sic car.

Honda’s plants are also set up to
produce a fast-selling product like
the Accord as well as several slower-
selling models like the Element and
the Acura RDX. That way Honda can
quickly trim production of vehicles
that fall out of favor and boost out-
put of those that are selling more
briskly.

The new plant in Indiana will
start off making Civics but has the
ability to make any of Honda’s vehi-
cles, says Larry Jutte, a senior man-
ufacturing executive for Honda in
Ohio. “We have the flexibility to do
what is necessary,” he says.

Honda’s flexible model
Dexterity of plants
to make different cars
becomes key strategy

Auto makers used to design a new
manufacturing process each time they
designed a new car, and older assembly
plants reflect that.

CORPORATE NEWS

*Through August Source: Autodata Corp.

Growing its share
Honda Motor Co.’s U.S. sales and market share

Total vehicles sold Market share

2003 8.1%

2004 8.2

2005 8.6

2006 9.1

2007 9.6

11.12008*

2003 ’04 ’05 ’06 ’07 ’08*
0

0.3
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0.9
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1.5
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H
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Honda workers assemble both SUVs and sedans at the same time at a production
line at the East Liberty, Ohio, plant.

THE MART
BOATING

BUSINESS OPPORTUNITIES

BUSINESS SERVICES

BUSINESSES FOR SALE

BUSINESSES FOR SALE

CAPITALWANTED

PROFESSIONAL SERVICES

TRAVEL

6 Staterooms
Still time to customize interior

Jim +1 954-258-3434

LARGEST Volume 50m
Under Construction

PREMIUM DOMAIN NAMES
SeeGift.com
CareerLoan.com
SinglesHotel.com
CashBusiness.com
DiscountNationwide.com
For Sale at CheckBuy.com
Call James 949-706-7930

à As with all investments,
appropriate advice should be obtained prior
to entering into any binding contract. à

HEAVY INDUSTRIAL
MACHINE SHOP &MFG.

Montana location.
$4,000,000 gross sales.
$800,000 EBITDA.

Fortune 500 contracts.
Prospectus available.

E-mail: jimcgolf@aol.com

IT Training Firm in
High-End Niche

Midwest . Mu l t i -med ia , mu l t i - channe l
cert i f icat ion courses . 2008E Sales $5M.
EBITDA $1.2M

203-389-8400 x 207
www.woodbridgegrp.com

MEDICAL BILLING COMPANY
Turn-Key—Relocatable
Gross $540K Nets $225K

All doctor's offices under contract
Asking $200K

Call 734-337-3262

Tired of losing money in the market? Then trade
your securities for security and buy your own
business. We have over 150 longtime established
and highly profitable businesses for sale in TX, OK,
KS, MO, AR, LA, MS and TN.

International Business Exchange
Box 1240, Round Rock, TX 78680

ph: (512) 310-2966 § fx: (512) 310-8113
www.ibectx.com

TRADE YOUR SECURITIES FOR SECURITY

Principal Secured!
Limited Positions

Available
1-210-745-0571

E-Mail:
info@30percentplus.com
www.30PerCentPlus.com

BrokersWelcome

30% (PLUS)
Potential

Annual Returns

Downtown - Houston, TX
§Commercial Office Bldg 100% Leased by
National Tenant

§ 12 month Bridge Loan, 55% LTV
§ $1.85MM - 1st lien - 10% return
§ Buy Full or Partial interest in note
§ Professional Servicing Included
§ IRA MONEYQUALIFIES!

Call today: (512) 249-2800
www.texasprivatenotes.com
TX Broker License # 21358

10-14% Private Notes Available in TX

Austin, TX
LOAN NEEDED

$2.35M 1st Deed of Trust
Direct to Principal Borrower

10% Interest + 1 Point
60% LTV—24Month Term
18 Acre Prime Retail Tract
Main & Main Intersection

Call 512-633-4397

HEDGE FUND COMPANIES
Creators of a unique, non-correlated, Stock Option
Trading Structure w/ exceptional & consistent
profit potential seeks a partner to fund test account
& who will be given exclusive licensing rights.
Can be basis for a fully transparent, liquid, non-
correlated, & exceptionally performing Hedge Fund.

Confidentially contact Jay 708.326.4710

SCREENWRITER/DIRECTOR
INDIE AWARD-WINNER

sold to major film studios. HIRE ME to turn your
amazing idea or life into film/tv. Share credit as
"writer." Repped by top agency. Can produce
and/or help sell. Fun involvement.

310-924-5682
sitcom.director@gmail.com

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

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

To advertise

Emma Balogun
TheWall Street Journal Europe

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

emma.balogun@dowjones.com
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PF (LUX)-Digital Comm-Pca OT EQ LUX 09/18 USD 97.30 –28.8 –23.9 0.1
PF (LUX)-East Eu-Pca EU EQ LUX 09/18 EUR 265.16 –48.4 –41.2 –15.9
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 09/19 USD 135.27 –41.4 –35.4 –2.7
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/19 USD 445.71 –39.3 –33.4 –2.8
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/18 EUR 98.88 –27.6 –28.1 –10.2
PF (LUX)-EUR Bds-Pca EU BD LUX 09/19 EUR 359.55 –0.5 –0.6 –1.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/19 EUR 282.36 –0.5 –0.6 –1.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/19 EUR 125.35 –4.4 –4.1 –2.7
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/19 EUR 91.38 –4.4 –4.1 –2.7
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/19 EUR 128.51 –10.3 –10.6 –5.4
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/19 EUR 83.11 –10.3 –10.6 –5.4
PF (LUX)-EUR Liq-Pca EU MM LUX 09/19 EUR 133.51 2.8 3.9 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/19 EUR 99.73 2.8 3.9 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/18 EUR 409.39 –32.9 –34.5 –13.5
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/18 EUR 131.68 –28.5 –31.7 –13.9
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/19 USD 197.02 –1.8 1.0 4.3
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/19 USD 140.47 –1.8 1.0 4.3
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 09/18 USD 18.05 –25.8 –25.2 –7.8
PF (LUX)-Gr China-Pca AS EQ LUX 09/22 USD 284.17 –33.6 –31.3 9.4
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/22 USD 295.57 –44.2 –28.9 4.8
PF (LUX)-Jap Index-Pca JP EQ LUX 09/22 JPY 11232.59 –20.9 –24.6 –12.0
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/22 JPY 10420.81 –22.2 –28.9 –16.5
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/22 JPY 10189.35 –22.6 –29.3 –17.0
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/22 JPY 5492.38 –20.3 –24.1 –16.8
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/19 USD 227.52 –28.7 –25.2 4.7
PF (LUX)-Piclife-Pca CH BA LUX 09/19 CHF 775.43 –8.7 –10.7 –3.2
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/19 EUR 61.54 –20.0 –25.9 –7.6
PF (LUX)-Rus Eq-Pca EE EQ LUX 09/18 USD 48.89 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 09/18 USD 87.53 –21.6 –23.4 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/18 EUR 453.46 –26.5 –29.3 –8.7
PF (LUX)-US Eq-Ica US EQ LUX 09/18 USD 110.83 –13.9 –13.7 0.3
PF (LUX)-USA Index-Pca US EQ LUX 09/18 USD 96.21 –17.1 –19.6 –3.2
PF (LUX)-USD Bds-Pca US BD LUX 09/19 USD 487.72 3.3 6.7 5.4
PF (LUX)-USD Bds-Pdi US BD LUX 09/19 USD 368.49 3.3 6.7 5.4
PF (LUX)-USD Liq-Pca US MM LUX 09/19 USD 129.57 2.0 3.2 4.0
PF (LUX)-USD Liq-Pdi US MM LUX 09/19 USD 87.34 2.0 3.2 4.0
PF (LUX)-Water-Pca GL EQ LUX 09/19 EUR 133.83 –14.3 –14.8 –1.4
PF (LUX)-WldGovBds-Pca GL BD LUX 09/19 USD 150.00 1.9 6.7 5.7
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/19 USD 126.94 1.9 6.7 5.6
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 09/18 USD 70.16 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 09/22 USD 14.42 –14.4 –17.0 –9.3

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 09/19 EUR 781.99 –20.5 –23.4 NS
Core Eurozone Eq B EU EQ IRL 09/18 EUR 816.22 NS NS NS
Euro Fixed Income A EU BD IRL 09/19 EUR 1170.13 –6.3 –7.2 –4.4
Euro Fixed Income B EU BD IRL 09/19 EUR 1239.63 –5.9 –6.6 –3.9
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 09/19 EUR 1254.72 –3.0 –2.7 –1.0
Glbl Bd (EuroHdg) B GL BD IRL 09/19 EUR 1320.40 –2.6 –2.1 –0.4
Glbl Bd A EU BD IRL 09/19 EUR 985.68 –2.2 –4.4 –4.4
Glbl Bd B EU BD IRL 09/19 EUR 1041.46 –1.8 –3.8 –3.8
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 09/19 USD 1112.90 –14.1 –21.1 –5.2
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 09/19 GBP 96.62 –12.0 –20.2 –6.0
Glbl Strategic Yield A EU BD IRL 09/19 EUR 1422.82 –4.8 –5.1 –0.2
Glbl Strategic Yield B EU BD IRL 09/19 EUR 1510.89 –4.4 –4.5 0.4
Japan Equity A JP EQ IRL 09/19 JPY 14010.00 –24.6 –30.3 –16.1
Japan Equity B JP EQ IRL 09/19 JPY 14819.00 –24.3 –29.9 –15.6
Multi St Cash Plus EH-A GL EQ IRL 09/19 EUR 1003.43 –0.8 0.8 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 09/19 USD 989.44 –14.7 –15.9 0.4
US Equity B US EQ IRL 09/19 USD 1051.37 –14.3 –15.4 1.0
US Small Cap A US EQ IRL 09/19 USD 1539.66 –10.4 –13.9 1.2
US Small Cap B US EQ IRL 09/19 USD 1636.88 –10.0 –13.4 1.8

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 09/22 SEK 83.34 –28.5 –32.5 –13.2
Choice Japan Fd JP EQ LUX 09/22 JPY 60.84 –23.0 –27.3 –16.7
Choice Jpn Chance/Risk JP EQ LUX 09/22 JPY 64.95 –27.4 –29.9 –14.8
Choice NthAmChance/Risk US EQ LUX 09/22 USD 4.42 –15.5 –14.3 –1.2
Europe 2 Fd EU EQ LUX 09/22 EUR 1.03 –29.0 –31.9 –11.1
Europe 3 Fd EU EQ LUX 09/22 GBP 3.60 –23.5 –22.4 –3.3
Global Chance/Risk Fd GL EQ LUX 09/19 EUR 0.65 –17.7 –23.5 –9.3
Global Fd GL EQ LUX 09/22 USD 2.40 –18.9 –20.5 –2.4
Intl Mixed Fd -C- NO BA LUX 09/22 USD 28.86 –13.4 –13.3 0.3
Intl Mixed Fd -D- NO BA LUX 09/22 USD 20.37 –13.4 –13.3 1.7
Wireless Fd OT EQ LUX 09/22 EUR 0.13 –29.5 –31.7 –7.6

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 09/22 USD 6.06 –33.3 –32.4 –1.5
Currency Alpha EUR -IC- OT OT LUX 09/22 EUR 10.63 4.0 2.3 NS
Currency Alpha EUR -RC- OT OT LUX 09/22 EUR 10.58 3.6 1.8 NS
Currency Alpha SEK -ID- OT OT LUX 09/22 SEK 103.00 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 09/22 SEK 101.01 NS NS NS
Generation Fd 80 OT OT LUX 09/22 SEK 7.91 –16.4 NS NS
Nordic Focus EUR NO EQ LUX 09/22 EUR 78.39 –20.8 NS NS
Nordic Focus NOK NO EQ LUX 09/22 NOK 79.43 NS NS NS
Nordic Focus SEK NO EQ LUX 09/22 SEK 79.70 –19.9 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 09/22 USD 1.08 –33.5 –32.9 –0.3
Choice North America Eq. Fd US EQ LUX 09/22 USD 1.97 –19.0 –20.2 –4.4
Ethical Global Fd GL EQ LUX 09/22 USD 0.89 –18.7 –21.2 –3.5
Ethical Sweden Fd NO EQ LUX 09/22 SEK 36.72 –17.6 –24.1 –4.4
Europe Fd EU EQ LUX 09/22 USD 2.51 –29.3 –29.2 3.5
Global Equity Fd GL EQ LUX 09/22 USD 1.55 –18.1 –19.9 –0.9
Index Linked Bd Fd SEK OT BD LUX 09/22 SEK 12.82 2.6 5.4 3.0
Medical Fd OT EQ LUX 09/22 USD 3.39 –12.0 –10.2 –2.1
Short Medium Bd Fd SEK NO MM LUX 09/22 SEK 9.06 2.0 2.9 2.8
Technology Fd OT EQ LUX 09/22 USD 2.23 –21.9 –20.0 –2.2
World Fd GL EQ LUX 09/22 USD 2.27 –15.1 –17.1 5.3

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 09/22 EUR 1.27 1.8 2.4 2.5
Short Bond Fd SEK NO MM LUX 09/22 SEK 21.36 1.8 2.7 2.7
Short Bond Fd USD US MM LUX 09/22 USD 2.48 1.1 2.4 3.3

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/22 SEK 10.24 0.2 1.1 0.9
Alpha Bond Fd SEK -B- NO BD LUX 09/22 SEK 9.19 0.2 1.1 0.9
Alpha Bond Fd SEK -C- NO BD LUX 09/22 SEK 25.66 0.1 1.0 0.8
Alpha Bond Fd SEK -D- NO BD LUX 09/22 SEK 8.55 0.1 1.0 0.8

Alpha Short Bd SEK -A- NO MM LUX 09/22 SEK 10.75 2.4 3.3 3.0
Alpha Short Bd SEK -B- NO MM LUX 09/22 SEK 10.08 2.4 3.3 3.0
Alpha Short Bd SEK -C- NO MM LUX 09/22 SEK 21.05 2.3 3.2 2.9
Alpha Short Bd SEK -D- NO MM LUX 09/22 SEK 8.75 2.3 3.2 2.9
Bond Fd EUR -C- EU BD LUX 09/22 EUR 1.22 0.6 1.5 0.1
Bond Fd EUR -D- EU BD LUX 09/22 EUR 0.49 0.5 1.4 0.1
Bond Fd SEK -C- NO BD LUX 09/22 SEK 38.58 2.1 3.0 1.7
Bond Fd SEK -D- NO BD LUX 09/22 SEK 11.57 1.0 1.9 1.2
Corp. Bond Fd EUR -C- EU BD LUX 09/22 EUR 1.09 –6.9 –6.8 –4.0
Corp. Bond Fd EUR -D- EU BD LUX 09/19 EUR 0.86 –6.6 –6.6 –4.0
Corp. Bond Fd SEK -C- NO BD LUX 09/22 SEK 11.37 –5.8 –5.2 –2.9
Corp. Bond Fd SEK -D- NO BD LUX 09/22 SEK 8.93 –5.6 –5.0 –2.8
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/22 EUR 97.22 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/22 EUR 97.08 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 09/22 SEK 100.32 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/22 SEK 926.71 NS NS NS
Flexible Bond Fd -C- NO BD LUX 09/22 SEK 20.18 2.3 3.1 2.6
Flexible Bond Fd -D- NO BD LUX 09/22 SEK 11.42 2.3 3.1 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 09/22 SEK 93.35 –12.1 –11.9 –4.9
Global Hedge I SEK -D- OT OT LUX 09/22 SEK 85.31 –14.6 –14.4 –6.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/22 USD 2.26 –32.3 –25.6 7.2

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/22 SEK 21.04 –37.0 –41.6 –10.9
Europe Chance/Risk Fd EU EQ LUX 09/22 EUR 1173.22 –31.0 –33.6 –12.4

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 09/19 USD 17.90 –45.9 –44.6 8.3
Eq. Pacific A AS EQ LUX 09/19 USD 8.75 –36.9 –32.0 2.9

n SGAM Fund
Bonds CHF A CH BD LUX 09/19 CHF 26.73 2.5 1.5 0.0
Bonds ConvEurope A EU BD LUX 09/19 EUR 30.97 6.5 9.3 9.4
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 09/19 EUR 18.53 –12.6 –12.7 –6.1
Bonds EURO A EU BD LUX 09/19 EUR 37.01 0.2 0.6 0.2
Bonds Europe A EU BD LUX 09/19 EUR 35.90 0.4 0.5 0.1
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 09/18 USD 38.03 2.3 6.9 7.1
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 09/19 USD 22.09 –26.3 –18.3 –1.3
Eq. Japan A JP EQ LUX 09/19 JPY 948.24 –28.4 –32.0 –19.0
Eq. Japan Sm Cap A JP EQ LUX 09/19 JPY 1096.72 –35.7 –35.3 –34.1
Eq. Japan Target A JP EQ LUX 09/19 JPY 1791.84 –11.5 –19.4 –11.5
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 09/19 USD 24.46 –15.1 –16.7 –3.6
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 09/19 USD 23.07 –7.5 –15.9 –4.3
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 09/19 EUR 26.82 3.1 4.4 3.9
Money Market USD A US MM LUX 09/19 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 09/11 AED 9.14 –21.6 7.8 3.0

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 09/22 EEK 162.85 –39.3 –45.5 –17.9
New Europe Small Cap EUR EE EQ EST 09/22 EEK 86.64 –37.8 –43.8 –15.9
Second Wave EUR EE EQ EST 09/22 EEK 179.92 –34.5 –37.4 –3.1

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 09/22 JPY 11216.00 –33.1 –40.2 –22.2
YMR-N Japan Fund JP EQ IRL 09/22 JPY 12712.00 –26.9 –35.2 –16.1
YMR-N Low Price Fund JP EQ IRL 09/22 JPY 16550.00 –27.5 –34.5 –18.6
YMR-N Small Cap Fund JP EQ IRL 09/22 JPY 7688.00 –38.0 –45.3 –27.9
Yuki Mizuho Gen Jpn III JP EQ IRL 09/22 JPY 6336.00 –31.8 –37.3 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 09/22 JPY 6745.00 –30.6 –38.2 –21.7
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/22 JPY 8912.00 –28.9 –34.9 –19.7
Yuki Mizuho Jpn Gen JP EQ IRL 09/22 JPY 10802.00 –29.7 –38.7 –18.4
Yuki Mizuho Jpn Gro JP EQ IRL 09/22 JPY 7917.00 –35.8 –42.5 –23.7
Yuki Mizuho Jpn Inc JP EQ IRL 09/22 JPY 10515.00 –19.8 –30.5 –12.1
Yuki Mizuho Jpn Lg Cap AS EQ IRL 09/22 JPY 6725.00 –28.7 –34.8 NS
Yuki Mizuho Jpn LowP JP EQ IRL 09/22 JPY 13515.00 –25.4 –27.9 –16.7
Yuki Mizuho Jpn PGth JP EQ IRL 09/22 JPY 10562.00 –35.7 –40.3 –21.3
Yuki Mizuho Jpn SmCp JP EQ IRL 09/22 JPY 7637.00 –39.7 –45.4 –26.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/22 JPY 6884.00 –26.8 –33.5 –17.5
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/22 JPY 3366.00 –41.1 –44.3 –39.1

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 09/22 JPY 6223.00 –29.7 –35.1 –18.3
Yuki 77 General JP EQ IRL 09/22 JPY 8213.00 –28.5 –36.2 –17.7
Yuki 77 Growth JP EQ IRL 09/22 JPY 8272.00 –32.6 –39.9 –22.3

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/22 JPY 8495.00 –27.0 –36.6 –19.5
Yuki Chugoku Jpn Gro JP EQ IRL 09/22 JPY 6822.00 –32.4 –36.4 –18.0
Yuki Chugoku Jpn Inc JP EQ IRL 09/22 JPY 7016.00 –19.2 –25.7 –12.7
Yuki Chugoku JpnLowP JP EQ IRL 09/22 JPY 9866.00 –24.3 –30.3 –14.3
Yuki Chugoku JpnPurGth JP EQ IRL 09/22 JPY 6107.00 –30.2 –37.8 –20.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/22 JPY 9254.00 –28.0 –35.9 –18.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/22 JPY 6284.00 –28.7 –36.0 –16.9
Yuki Hokuyo Jpn Gro JP EQ IRL 09/22 JPY 5381.00 –33.1 –40.4 –22.9
Yuki Hokuyo Jpn Inc JP EQ IRL 09/22 JPY 6953.00 –17.5 –26.7 –13.2

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/22 JPY 6719.00 –30.7 –38.4 –19.3
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 09/22 JPY 6053.00 –32.2 –36.8 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/22 JPY 6934.00 –27.6 –39.6 –18.1

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 09/18 EUR 254.56 0.1 1.1 3.7
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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NAV — %RETURN —
FUND NAME GF AT LB DATE CR NAV YTD 12-MO 2-YR
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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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Nestlé recalls bad milk
China fallout widens
as minister quits,
farmers feel losses

By Loretta Chao

And Jason Leow

HOHHOT, China—China’s dairy
scandal continued to reverberate as
Nestlé SA was forced to recall a type
of milk it sells in Hong Kong, China’s
top quality regulator resigned and
New Zealand’s prime minister criti-
cized her country’s top dairy com-
pany for not speaking out sooner
about contaminated formula.

Meanwhile, financial pressure is
growing on dairy farmers who have
had to dump their milk and say they
may have to slaughter their cows
rather than pay to feed them.

Li Changjiang, 63 years old, minis-
ter of China’s General Administration
of Quality Supervision, Inspection
and Quarantine since 2001, resigned
Monday, “taking the blame for super-
vision default,” according to China’s
official Xinhua news agency.

Mr. Li, who often defended the
quality of Chinese products despite
growing reports of tainted goods, is
the highest-ranking official to leave
his post since the dairy scandal
broke on Sept. 11 with reports that
Chinese children had been made ill
by contaminated formula.

Others to resign include the mayor
of Shijiazhuang, home of Shijiaz-
huang Sanlu Group Co., the company
whose baby formula, contaminated
with high levels of the industrial
chemical melamine, sparked the cri-
sis. Complications from melamine in
baby formula have been linked to the
deaths of at least three children and
sickening of more than 50,000.

Sanlu and New Zealand’s
Fonterra Co-operative Group Ltd.,
which owns 43% of the company,
have been criticized for not immedi-
ately notifying the public when the
contamination was confirmed in
early August.

New Zealand Prime Minister
Helen Clark said in a radio inter-
view Monday she felt there was an
unsatisfactorily “long period of
time before Fonterra spoke” out,
according to the Associated Press.

Fonterra’s chief executive said
last week that company officials
tried to “encourage” the Chinese com-
pany to go public with the problems.

Chinese consumers have been
flocking to buy foreign brands, par-
ticularly after regulators an-
nounced that traces of melamine
were linked to liquid milk produced
by China’s biggest dairy companies,
Inner Mongolia Yili Industrial
Group and Mengniu Dairy Co.

On Monday, Swiss foods giant
Nestlé issued a recall of one brand
of its milk sold only in Hong Kong to
caterers and other commercial cus-
tomers, after health authorities in
the city found traces of melamine in
a sample of the product.

In a statement Monday, Nestlé
said it was issuing the recall of the
product in Hong Kong to comply
with orders from the Hong Kong Cen-
tre for food safety. The company said
the product was never shipped to cus-
tomers and that the trace amounts of
melamine in the product in Hong
Kong don’t pose a health risk.

Nestlé added that its other prod-
ucts have been tested extensively
and cleared by regulators in Hong
Kong and Beijing.

A separate statement from the
Hong Kong government said it is re-
searching the threshold at which
melamine becomes harmful for hu-

man ingestion and suggested that
the chemical may sometimes make
its way into food naturally.

Meanwhile, countries in Asia
and Europe and Africa issued recalls
of all Chinese-made dairy products,
and warned authorities to watch
out for any trace of them in other
products. China’s dairy exports are
small in comparison to its domestic
consumption.

Tensions are high in milk-produc-
ing centers in Shijiazhuang, Sanlu’s
home base, and the sprawling farm-
land around Hohhot, the city in In-
ner Mongolia where Mengniu and
Yili employ thousands. Dairy farm-
ers say they are shouldering the
brunt of the fallout, as companies re-
turn their milk, citing poor quality,
or stop buying it altogether.

Mr. Liu, a 52-year-old dairy
farmer in Hohhot, said he is watch-
ing his savings dwindle as his fami-
ly’s milk, which is no longer being
bought by the companies, is poured
out day after day. He earned 4.6
yuan, or 68 cents, per kilogram of
milk from milk dealers, who sold it
to dairy companies for negotiated
prices that aren’t disclosed to him.
“This life really is hard,” he says.

At one milk station, where milk
was rejected for three days in a row,
Li Sixi, a 52-year-old sanitation
worker, said the situation was mak-
ing farmers uneasy. “If this kept go-
ing for longer…farmers would have
had to kill their cows,” he said.

Mr. Liu said he is close to paying
off the $2,900 he borrowed in 2001 to
begin raising milking cows. He
spends about 1,000 yuan ($146) on
feeding seven cows every month, and
earns a monthly profit of 500 yuan.

Mr. Liu said the business was
more profitable for him than farm-
ing corn and potatoes, and he’s hop-
ing he’ll be able to sell his milk again
once the scandal dies down.

Many farmers in Shijiazhuang
who relied on Sanlu said they doubt
the company will survive. A 26-year-
old dairy farm owner there says he
has been pouring more than ten
tons of milk into a river near his
home every day for over a week,
with no end in sight.
 —Kersten Zhang

and Gao Sen in Beijing
contributed to this article.

By Jeffrey Ball

How Washington might crack
down on global-warming emissions
won’t be clear until after the fall
election. But this week will bring
two signs that U.S companies be-
lieve change is on the way.

Monday, the nonprofit Carbon
Disclosure Project will report that
more multinational corporations be-
lieve emitting carbon dioxide and
other greenhouse gases in the U.S.
will soon start costing money.

On Thursday, the first program
to slap a mandatory cap on green-
house-gas emissions in the U.S. will
swing into motion. Ten Northeast-
ern states have joined together to
limit emissions from power plants
within their borders.

Each year, those states will issue
a limited number of permits allow-
ing the power plants to emit carbon
dioxide. The power plants will have
to buy permits at a price deter-
mined by an auction. The first auc-
tion for the permits will take place
this week.

If U.S. companies are starting to
see climate change as a serious busi-
ness issue, though, they aren’t sure
how to respond. Of the 321 compa-
nies in the Standard & Poor’s
500-stock index that responded to
the Carbon Disclosure Project’s
questionnaire this year, 81% said
they see global warming as a risk,
but 33% said they have come up
with targets to curb their emissions.

Consider the lack of clarity in the
Northeast emissions cap. For now, it

lacks much bite. The number of per-
mits the 10 states plan to auction off
for next year would allow more emis-
sions—not fewer—than the plants
are expected to emit. Planners as-
sumed when they set the cap that
emissions would have risen above it
by the time it took effect. In fact,
emissions have been dropping, in
part because falling natural-gas
prices have induced power plants to
shift to that less-emitting fuel. So
analysts expect low permit prices at
this week’s auction.

Even a small energy tax, how-
ever, could hurt Northeast power
producers whose competitors in
other states face no cap at all.

“We need to remove the imbal-
ance as quickly as we can,” said
Donald McCloskey, director of envi-
ronmental strategy and policy for
Public Service Enterprise Group
Inc., a New Jersey power company
that will be hit by the cap. He added,
“We need to transition quickly to a
national program” to cap green-
house-gas emissions. Why? To
spread the pain.

Efforts to curtail emissions gain

Alitalia SpA

Alitalia SpA’s bankruptcy com-
missioner said the airline would be
forced to ground its planes by Sept.
30 unless it gets bids in a new public
tender that began Monday. In a last-
ditch attempt to prevent the liquida-
tion of the company, Augusto Fan-
tozzi said interested parties have un-
til noon local time Sept. 30 to
present bids in the auction. After
that, Alitalia would run out of cash,
Mr. Fantozzi said after meeting with
the chief of Italy’s civil aviation au-
thority. The latest auction marks
the third attempt by the Italian gov-
ernment to sell the flag carrier in
nearly two years. Liquidation would
severely disrupt travel in Italy and
leave Alitalia’s nearly 20,000 em-
ployees without jobs.

Continental AG

Closely held German engineer-
ing company and auto-parts maker
Schaeffler Group said Monday that
82.41% of Continental AG’s shares
have been tendered within the offer
period, which ended Sept. 16. Schaef-
fler, which already holds a 7.78%
stake in the German auto supplier
and tire maker, in August won Conti-
nental management’s approval for
its unsolicited bid, ending what had
been weeks of negotiations on the of-
fer between the two companies. To
win over Continental’s manage-
ment, Schaeffler made substantial
concessions, including raising its of-
fer to Œ75 ($108.55) a share, or Œ12.1
billion, and guaranteeing it won’t
take a majority stake before 2012.
Schaeffler is now poised to sell ex-
cess shares back to banks in order to
limit its stake in the Hannover-
based company to just below 50%.
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Google Inc.

Advertising group expresses
worry over Yahoo deal plan

The World Federation of Adver-
tisers sent a letter to the European
Commission laying out concerns
about harm to competition that
might be caused by a planned adver-
tising agreement between Google
Inc. and Yahoo Inc. The Brussels-
based group, which represents com-
panies such as Coca-Cola Co., InBev
SA and Nokia Corp., said it is asking
the commission to block the deal as
its members fear it will result in
higher prices and reduce the op-
tions available to advertisers world-
wide. The commission opened a pre-
liminary investigation into the deal
in mid-July, a spokesman said. The
U.S. Justice Department is also ex-
amining the deal. Google defended
it, saying it would preserve Yahoo
and Google as competitors while
providing advertisers and publish-
ers with better, more relevant ads.

Li Changjiang resigned from his post as
head of China’s food-safety watchdog.
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AutoZone Inc.

Big U.S. auto-parts retailer Auto-
Zone Inc. posted a 12% rise in profit
amid increased sales for its fiscal
fourth quarter, which had one more
week than the year-earlier period.
The largest U.S. auto-parts retailer by
sales reported net income of $243.7
million, or $3.88 a share, for the quar-
ter ended Aug. 30, up from $217.2 mil-
lion, or $3.23 a share, a year earlier.
The extra week added 25 cents a share
to earnings. Net sales rose 10% to
$2.21 billion. Excluding the extra
week, the increase would have been
4.1%. Sales at U.S. outlets open at least
a year rose 0.6%, while gross margins
edged up to 50.3% from 50.1%. Auto-
parts retailers are often considered
countercyclical, bucking economic
weakness as consumers choose to fix
their cars rather than buy new ones.

BAE Systems PLC

BAE Systems PLC was awarded a
$742 million U.S. Army deal to refit
more than 300 Bradley vehicles with
additional armor to protect soldiers.
The U.K. defense and aerospace com-
pany said it will refit an additional
189 M2A3 vehicles, 115 M3A3 vehicles
and 22 M3A3 Bradley fire support
team vehicles in conjunction with the
Red River Army Depot through a pub-
lic-private partnership. The process
involves disassembly and structural
modifications, including equipping
vehicles with improvised explosive
device armor and Bradley urban sur-
vivability kits and making several en-
gineering changes designed to in-
crease soldiers’ chances of surviving
attacks. BAE said work will begin im-
mediately, with last deliveries ex-
pected in February 2011.

—Compiled from staff
and wire service reports.

CarMax Inc.

CarMax Inc.’s fiscal second-quar-
ter net income tumbled 78% to $14
million amid weak sales and continu-
ing woes at the used-car retailer’s fi-
nance operations. CarMax Chief Ex-
ecutive Tom Folliard said U.S. con-
sumers’ reduced spending power
“continued to create a difficult envi-
ronment for our business.” For the
quarter ended Aug. 31, revenue
dropped 13% to $1.84 billion. The
company said it had made some
progress in paring inventories dur-
ing the quarter. CarMax’s finance op-
erations posted a $7.1 million pretax
loss for the quarter, compared with
a year-earlier profit of $33.4 mil-
lion. In prepared remarks, Mr. Fol-
liard said the company still isn’t
making a full-year earnings projec-
tion because of “the unprecedented
near-term declines in traffic and
sales and the current volatility in
the asset-backed credit markets.”

Coca-Cola Co.

Coca-Cola Co. filed its applica-
tion to acquire China Huiyuan Juice
Group Ltd. with Chinese antitrust of-
ficials, beginning a process that will
pose the first test of China’s new an-
timonopoly laws. The Atlanta bever-
age company said Monday that it
filed the application with the anti-
monopoly office of China’s Ministry
of Commerce. A Coca-Cola spokes-
man said the company is cooperat-
ing with regulators. If completed,
the $2.4 billion deal would be the
largest foreign takeover of a domes-
tic company. Foreign companies
have said they are watching to see
whether China will permit a major
foreign takeover when Chinese com-
panies are themselves increasingly
active in acquiring businesses in
other countries.Coca-Cola has faced
some public opposition to the deal.

Sigma Pharmaceuticals Ltd.

Sigma Pharmaceuticals Ltd. said
its net profit for the six months
ended July 31 rose 1.2% to 30.7 mil-
lion Australian dollars (US$25.6 mil-
lion), from A$30.3 million a year ear-
lier, as a result of cost cutting. The
company’s first-half revenue rose
2.2% to A$1.47 billion, from A$1.43
billion a year before, Sigma said. Af-
ter taking a hit from regulatory
changes and lower product prices
last year, Melbourne-based Sigma,
Australia’s largest contract drug
maker, is facing increased competi-
tion in the generic drug market and
its distribution business from rein-
vigorated rivals and new entrants.
Sigma Chief Executive Elmo de Alwis
reiterated the company’s forecast of
full-year net profit in the range of
A$83 million to A$88 million.
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Andfs. Plus Dollars US BA AND 09/19 USD 9.37 –12.5 –12.2 –3.6
Andfs. RF Dolars US BD AND 09/19 USD 10.45 –7.8 –7.0 –2.4
Andfs. RF Euros EU BD AND 09/19 EUR 9.92 –10.2 –10.8 –5.9
Andorfons EU BD AND 09/19 EUR 13.56 –11.3 –12.7 –7.1
Andorfons Alternative Premium OT OT AND 07/31 EUR 112.49 –3.1 –2.6 2.3
Andorfons Mix 30 EU BA AND 09/19 EUR 9.84 –15.1 –15.7 –6.5
Andorfons Mix 60 EU BA AND 09/18 EUR 10.23 –22.4 –20.6 –8.6

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited AS EQ MUS 09/12 USD 198840.72 –23.8 –24.0 –1.2

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P EU BA LUX 09/22 EUR 10.34 1.6 1.7 3.1
DJE-Absolut P GL EQ LUX 09/22 EUR 200.48 –20.6 –16.8 –2.0
DJE-Alpha Glbl P EU BA LUX 09/22 EUR 171.40 –16.2 –13.0 –0.2
DJE-Div& Substanz P GL EQ LUX 09/22 EUR 200.07 –16.1 –16.2 0.4
DJE-Gold&Resourc P OT EQ LUX 09/22 EUR 147.83 –21.1 –18.8 –0.7
DJE-Renten Glbl P EU BD LUX 09/22 EUR 119.84 –1.8 –1.6 0.5
LuxPro-Dragon I AS EQ LUX 09/22 EUR 112.65 –37.7 –35.6 NS
LuxPro-Dragon P AS EQ LUX 09/22 EUR 110.35 –39.0 –36.9 NS
LuxTopic-Aktien Europa EU EQ LUX 09/19 EUR 15.40 –20.1 –16.6 –1.9
LuxTopic-Pacific AS EQ LUX 09/19 EUR 14.04 –34.6 –34.5 –5.1

n EAST CAPITAL

n WEBSITE: www.eastcapital.com
Ph: +46 (0) 8 505 88 505, Fax: +46 (0)8 505 88 508
(Lux) E Eur ConvgnceEUR EE EQ LUX 09/19 EUR 70.83 –35.5 –37.9 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 09/19 USD 78.12 –36.8 –36.0 NS
(Lux) Russian EUR EE EQ LUX 09/19 EUR 66.88 –41.2 –37.2 NS

(Lux) Russian USD EE EQ LUX 09/19 USD 73.69 –42.5 –35.4 NS
Balkan Fund EE EQ SWE 09/22 SEK 19.73 –40.8 –40.5 –2.5
Baltic Fund EE EQ SWE 09/22 SEK 58.35 –20.8 –27.0 –2.7
Eastern European Fund EU EQ SWE 09/22 SEK 35.53 –35.1 –31.7 –2.6
Russian Fund EE EQ SWE 09/22 SEK 1045.66 –40.1 –34.4 –6.0
Turkish Fund EE EQ SWE 09/22 SEK 6.80 –40.7 –37.4 –1.6

n HERITAGE FUND MANAGEMENT
info@heritagefunds.ch www.heritagefunds.ch
HF-China Abs Ret OT OT CHE 09/18 CHF 74.64 –50.6 –45.2 NS
HF-World Bds Abs Ret OT OT CHE 09/18 USD 85.65 –6.2 –0.7 1.5

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

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 09/19 USD 292.21 –6.3 –3.9 1.8

Sel Emerg Mkt Equity GL EQ GGY 09/18 USD 176.32 –34.8 –28.1 –1.1
Sel Euro Equity EUR US EQ GGY 09/19 EUR 108.40 –25.8 –29.4 –9.8
Sel European Equity EU EQ GGY 09/18 USD 190.25 –32.9 –31.0 –8.2
Sel Glob Equity GL EQ GGY 09/18 USD 198.82 –27.2 –28.7 –8.6
Sel Glob Fxd Inc GL BD GGY 09/19 USD 137.92 –6.0 –3.7 –0.3
Sel Pacific Equity AS EQ GGY 09/18 USD 121.13 –31.3 –24.7 0.8
Sel US Equity US EQ GGY 09/18 USD 138.00 –19.2 –21.3 –4.8
Sel US Sm Cap Eq US EQ GGY 09/19 USD 206.08 –10.8 –18.1 –3.5

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 09/19 EUR 323.77 –10.3 –10.5 –4.2
DSF 50/50 EU BA LUX 09/19 EUR 253.61 –14.6 –15.8 –6.0
DSF 75/25 EU BA LUX 09/18 EUR 197.88 –21.2 –22.3 –9.8
KBC Eq (L) Europe EU EQ LUX 09/18 EUR 528.32 –30.5 –31.9 –14.1
KBC Eq (L) Japan JP EQ LUX 09/18 JPY 20718.00 –29.9 –31.9 –20.0
KBC Eq (L) NthAmer EUR US EQ LUX 09/19 EUR 660.27 –14.3 –16.5 –2.5
KBC Eq (L) NthAmer USD US EQ LUX 09/18 USD 898.56 –17.6 –18.6 –2.8
KBL Key America EUR US EQ LUX 09/17 EUR 440.64 –24.6 –21.6 NS
KBL Key America USD US EQ LUX 09/17 USD 451.69 –25.2 –21.6 NS
KBL Key East Europe EU EQ LUX 09/18 EUR 1946.02 –42.7 –37.2 –12.7
KBL Key Eur Sm Cie EU EQ LUX 09/18 EUR 954.62 –30.4 –34.1 –12.6
KBL Key Europe EU EQ LUX 09/18 EUR 623.08 –29.5 –30.3 –12.5
KBL Key Far East AS EQ LUX 09/18 USD 1130.89 –40.8 –38.0 –6.4
KBL Key Major Em Mkts GL EQ LUX 09/18 USD 512.31 –44.9 –34.5 –0.7
KBL Key NaturalRes EUR OT EQ LUX 09/18 EUR 466.49 –25.0 –19.7 NS
KBL Key NaturalRes USD OT EQ LUX 09/18 USD 510.38 –26.1 –16.7 NS

n LLOYD GEORGE MANAGEMENT (HK) LTD
Suite 3808, One Exchange Square, HK: Tel. 852 2845 4433 Fax. 852 2845 3911
LG Antenna GL EQ BMU 09/12 USD 49.96 –33.3 –21.4 –0.3
LG Asian Plus AS EQ CYM 09/12 USD 53.70 –37.1 –25.9 2.8
LG Asian SmallerCo's AS EQ BMU 09/19 USD 72.48 –54.4 –53.9 –20.2
LG India EA EQ MUS 09/18 USD 46.75 –50.0 –32.7 –1.4
Siberian Investment Co EE EQ IRL 09/08 USD 42.10 –52.2 –45.9 NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 09/18 EUR 39.19 –46.4 –54.7 –12.6
MP-TURKEY.SI OT OT SVN 09/18 EUR 27.74 –45.6 –44.0 –15.8

n PAREX ASSET MANAGEMENT IPAS
Basteja Blvd. 14, Riga, LV-1050, Latvia
www.parexgroup.com Tel: +371 67010810
Parex Caspian Sea Eq GL EQ LVA 09/19 EUR 5.61 –37.5 –39.7 NS
Parex Eastern Europ Bd EU BD LVA 09/19 USD 13.09 –4.2 –2.7 1.9
Parex Russian Eq EE EQ LVA 09/19 USD 18.33 –42.3 –31.3 –2.6
Parex Ukrainian Eq EU EQ LVA 09/19 EUR 4.53 –55.8 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/22 USD 150.89 –36.1 –35.3 0.3
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/22 USD 145.16 –36.6 –35.9 –0.5
PF (LUX)-Biotech-Pca OT EQ LUX 09/19 USD 354.06 6.4 4.9 19.1
PF (LUX)-CHF Liq-Pca CH MM LUX 09/19 CHF 123.77 1.5 2.2 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/19 CHF 95.54 1.4 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 09/18 EUR 153.80 –30.9 –31.7 –10.7
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Buffett scores once again
Constellation sticks
with Berkshire unit,
rebuffing challengers
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Meteor storm

■ August: Concerns over the risk in 
Constellation's global commodities group 
push shares to trade at 20-month lows.
Credit ratings are cut. In late August, 
company announces sale of natural-gas 
assets to ease liquidity concerns. 

■ Sept. 9:  EdF nearly doubles stake in
Constellation to almost 10%.

■ Sept. 16: With its shares in freefall amid 
market panic, Constellation begins search 
for a buyer.  

■ Sept. 17: S&P places Constellation 
debt ratings on watch, prompting 
further selloff.

■ Sept. 18: Constellation announces
preliminary $4.7 billion deal with Warren 
Buffett's MidAmerican. 

■ Sept. 19: Constellation receives 
competing bid from consortium of KKR, 
TPG and EdF but turns it away in favor 
of deal with Buffett. 

Constellation Energy's problems gathered momentum over the summer,
leading to last week's stock plunge and takeover deal.

Cutting back
Wall Street’s woes take a toll
on the wealthy—and those
who serve them > Page 28
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Shell, Iraq sign a deal
for natural-gas venture

Marketplace

By Matthew Karnitschnig

And Rebecca Smith

Chalk up another victory for the
Oracle of Omaha.

Last week, Constellation Energy
Group’s board ordered management
to find a buyer as soon as possible,
forced by a liquidity crisis to the
brink of bankruptcy. On Friday, direc-
tors approved a deal to sell the com-
pany to MidAmerican Energy Hold-
ings Co., an 80.5%-owned unit of
Warren Buffett’s Berkshire Hatha-
way Inc., for $4.7 billion.

There were other willing takers,
however. In fact, a consortium of
French utility Electricité de France
and private-equity firms Kohlberg
Kravis Roberts & Co. and TPG made
a last-ditch effort on Friday to
snatch Baltimore-based Constella-
tion from Mr. Buffett’s grasp but
was rebuffed, mainly because of the
need for speed, according to people
familiar with the matter.

Under the competing proposal,
which was described as preliminary,
EdF and the private-equity firms
would have paid about 30% more
than MidAmerican’s $26.50 a share.
The offer was nonetheless rejected
because Constellation needed to
complete a deal quickly. It was con-
cerned that the rival proposal car-
ried too many uncertainties and
couldn’t be negotiated in time to
avoid bankruptcy, according to peo-
ple familiar with the matter. The in-
volvement of EdF, which already
owns a nearly 10% stake in Constella-
tion, would have been particularly
tricky, according to one of the peo-
ple. The U.S. government limits the
ownership of U.S. nuclear assets by
foreign firms, a factor since Constel-
lation owns two nuclear power
plants and wants more.

The MidAmerican deal can be
consummated fairly quickly if it gar-
ners the necessary state and federal
approvals. Constellation’s board be-
lieved that Mr. Buffett’s commit-
ment to the deal would help calm
both trading partners and regula-
tors and credit-rating services.

The consortium could still try to
challenge the MidAmerican bid by go-
ing to shareholders. But that may be

unlikely, given the structure of the ex-
isting deal, which involves MidAmer-
ican making a $1 billion cash injec-
tion in exchange for preferred shares
representing about 20% of the com-
pany. A new bidder would have to
both buy out MidAmerican and pay a
breakup fee of $175 million, accord-
ing to the merger agreement.

A Constellation spokesman de-
clined to confirm or deny that a coun-
teroffer had been received. “We’re
just not going to comment on any
competing offers,” said Constella-
tion spokesman Rob Gould.

Regulators are expected to favor
the deal because Mr. Buffett is highly
regarded in the utility sector. He is
seen as an owner who doesn’t try to
squeeze money out of ratepayers or
skimp on spending for system up-
grades that improve grid reliability.

In addition to an energy-trading

business, it owns about 9,000 mega-
watts of generating plants, a retail
power-sales unit and a regulated util-
ity, Baltimore Gas and Electric Co.

Constellation’s stock was selling
for more than $100 a share at the be-
ginning of the year and was double
the acquisition price of $26.50 less
than two weeks ago. Even with its
hard assets, Constellation was ulti-
mately unable to withstand the in-
tense pressure put on its trading
business, which made bets on com-
modity prices. Concerns that the
unit’s bets were turning sour under-
mined the market’s confidence in
Constellation’s ability to meet its
other obligations. Rumors that Con-
stellation’s banks were going to re-
nege on a pledged credit facility fur-
ther undermined confidence.

 —David Gauthier-Villars
contributed to this article.
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By Guy Chazan

and Hassan Hadifh

Royal Dutch Shell PLC clinched
a multibillion-dollar natural-gas
deal with Iraq, marking only the sec-
ond major foreign investment in
Iraq’s energy resources since the
2003 U.S.-led invasion.

The agreement, signed Monday
in Baghdad, gives Shell a crucial
foot in the door of Iraq’s huge, but
creaking, oil-and-gas industry. The
only comparable deal was the $3 bil-
lion contract Iraq inked with China
National Petroleum Co. last month
to develop Iraq’s Al-Ahdab oil field,
a contract that was initially signed
in the 1990s under Saddam Hus-
sein.

International oil companies
have been jockeying for years to es-
tablish a presence in Iraq, which
has some of the world’s largest oil
and gas reserves, and help rebuild
an industry battered by years of in-
ternational sanctions and war.

But there has been fierce opposi-
tion from Iraqi nationalists to for-
eign investment in the industry,
and a hydrocarbon law that would
pave the way for big foreign deals is
bogged down in the Iraqi Parlia-
ment. Even moves to ink less ambi-
tious technical-service contracts,
which were scheduled to be signed
this summer, have faltered.

However, large oil companies, al-
ready encouraged by marked im-
provements in the country’s overall
security, also see signs of a thaw in
the investment climate. Iraqi au-
thorities have announced a first li-
censing round, which would open
up six of the country’s big oil fields
and two gas fields to foreign compa-
nies. More than 40 energy firms
have prequalified, and the oil minis-
try is holding a briefing session in
London next month to explain the
rules of the bidding process.

Oil-company officials say they
understand the licensing round will
go ahead even if Iraq’s hydrocarbon
law is still languishing in Parlia-
ment, with the oil ministry assuring
them each contract can be individu-
ally approved by the cabinet.

Iraqi Oil Minister Hussein al-
Shahristani told reporters Monday
the deal with Shell was worth “bil-
lions of dollars.” Shell declined to
put a price on the investment, say-
ing the agreement signed Monday

merely set out the commercial prin-
ciples of the joint venture, which
will be 51% owned by Iraq’s state-
run South Gas Company and 49% by
Shell.

The joint venture will process
and market natural gas that is re-
leased as a byproduct of oil produc-
tion. Iraq burns off nearly 800 mil-
lion cubic feet a day of this gas in its
southern oil fields, because it lacks
the infrastructure to utilize it. Cap-
turing it “should create an impor-
tant and reliable supply of domestic
energy, reduce greenhouse-gas
emissions, and create significant
value for Iraq,” Shell said.

The joint venture initially would
deliver gas to Iraq’s domestic mar-

ket, mainly for electricity genera-
tion, but would later export some of
it, possibly in the form of liquefied
natural gas, which is gas that is
cooled and shipped on tankers.
Shell says one option is to create a
floating LNG facility off Basra’s
coast, which would be particularly
attractive from a security stand-
point. Iraq, which has estimated re-
serves of 110 trillion cubic feet of
natural gas, has ambitions to be-
come one of the world’s biggest
LNG exporters.REUTERS NEWS SERVICE

The dollar sank against other
major currencies as the U.S. govern-
ment’s $700 billion bailout plan re-
newed concerns about America’s
massive budget deficit.

In New York at midafternoon,
the euro was up at $1.4778 from

$1.4474 late Fri-
day. The dollar was
down at 105.87 yen
from 107.27 yen
and at 1.0760 Swiss

francs from 1.1029 francs. The
pound was up at $1.8582 from
$1.8355, and the euro was up at
156.42 yen from 155.27 yen.

The package, which is awaiting
congressional approval, would give
sweeping powers to the U.S. Trea-
sury to buy mortgage-related bad

debt from financial firms, including
U.S. subsidiaries of foreign banks.

Analysts said that foreign inves-
tors would be reluctant to finance
the growing U.S. deficit at the cur-
rent dollar exchange rate and that
funding that gap would require
higher interest rates and a weaker
dollar.

“There is uncertainty about the
bailout plan, specifically what it
means for America’s deteriorating
fiscal position,” said Omer Esiner
at Ruesch International. “This mas-
sive growing of debt that we are ex-
periencing is definitely going to
have an impact on the appeal of dol-
lar assets. And the worsening fiscal
position could ultimately under-
mine the U.S. dollar going for-
ward.”

Dollar tumbles on deficit worries
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Large oil companies
see signs of a thaw
in Iraq’s investment
climate.

CURRENCY
MARKETS
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M
ILITARY ob-
servers from
the European

Union will be deployed
in Georgia by Oct. 1,
despite Moscow’s insis-
tence that they won’t
be allowed into two
breakaway regions oc-
cupied by Russian

troops, the head of the EU mission pledged.
Russia has refused to let observers into the prov-

inces of Abkhazia and South Ossetia, which Moscow
has recognized as independent, and said it will keep
nearly 8,000 troops there in the wake of last month’s
war with Georgia.

Hans Jorg Haber, above left, said 200 unarmed ob-
servers will deploy in several areas in Georgia as pro-
vided by an EU-brokered deal. —Associated Press

Observers to be in Georgia
by Oct. 1, Haber pledges

T
HE WORLD Intellectual
Property Organization
appointed Australian

Francis Gurry as its new di-
rector-general. Mr. Gurry,
left, succeeds Kamil Idris,
who left during his second
term as the United Nations
patent chief. Mr. Idris, a
Sudanese national, was pres-
sured into cutting his term
short over allegations he mis-
led WIPO about his age more

than 20 years ago, thus speeding his promotion.
Western governments had blocked agency fund-

ing talks until Mr. Idris resigned. Mr. Gurry is cred-
ited with setting up its Internet-domain-name medi-
ation service aimed at resolving disputes over “cy-
ber squatting.” —Roundup
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South Africa’s ANC hints at Mbeki successor

Democratic presidential nominee Barack Obama is a critic of proposals by
Republican nominee John McCain to create private accounts for Social Security.

Privatization loses luster
Turmoil undermines
some of Republicans’
trademark goals

By Robb M. Stewart

JOHANNESBURG—South Afri-
ca’s ruling party said it will choose
an interim successor to President
Thabo Mbeki on Thursday, while
the country’s financial markets
took his surprise weekend resigna-
tion in stride.

An African National Congress
spokesman said the party would
nominate its deputy president,
Kgalema Motlanthe, to head a care-
taker government until presidential
elections early next year. But the
party didn’t formally announce its
nominee, leaving questions about
whether a final decision had been
made.

Mr. Motlanthe is seen as a left-
leaning intellectual who has
shunned the limelight. He is also a
supporter of Jacob Zuma, who is
the ANC party chief and the man
most likely to be elected president
when elections are held early next

year. No significant policy changes
are expected until the election, and
many economists expect the in-
terim president to keep the cabinet
intact.

Mr. Zuma defeated Mr. Mbeki in
a bitter party-leadership contest in

late 2007, setting up an awkward
and public power struggle between
the two men. Now that Mr. Mbeki is
sidelined, Mr. Zuma is expected to
be more closely scrutinized for sig-
nals about how he intends to steer
the economy if he wins
presidential elections,
which he is expected to do
easily. Until then, the mar-
ket is braced for a period
of uncertainty.

Mr. Zuma isn’t eligible
to serve as interim presi-
dent because he isn’t a
member of parliament or
the cabinet.

On Monday, the South
African rand softened ini-
tially against the dollar,
but later recovered. Johan-
nesburg’s broad FTSE/JSE All Share
index ended up 1.9%, paring earlier
gains but up strongly on gains in
mining stocks.

South Africa is the continent’s

biggest economy, but growth has
moderated recently. The state
power company has struggled to
meet nationwide demand, dealing a
blow to the country’s biggest indus-
tries. Amid a commodities boom,

the disparity between rich
and poor has widened, sow-
ing bitterness.

Mr. Zuma drew much of
his early support from left-
leaning factions inside and
outside the ANC. While he
was deputy president of
the country, until he was
pushed out in 2005, his pop-
ulist style rattled some in-
vestors who worried he
would tinker with Mr. Mbe-
ki’s generally business-
friendly economic policies.

At a news conference, Mr. Zuma
tried to allay fears. The leadership
transition “will be managed with
care and precision,” he said, accord-
ing to the Associated Press.

S
LOVAKIA should
continue to pur-
sue prudent eco-

nomic policies and
strive to sustain low
rates of consumer-
price inflation when it
joins the euro zone
Jan. 1, European Cen-
tral Bank President

Jean-Claude Trichet, above, said Monday.
“Our main concern is that Slovakia, being a catch-

ing-up economy, is likely to face inflationary pres-
sures that could derail the economy from a sustain-
able convergence path after euro adoption,” he cau-
tioned at a conference in Bratislava dedicated to Slo-
vakia’s adoption of the euro. It is crucial that Slova-
kia further improves the functioning of its labor
market and eliminates wage rigidities, he said.

Australian succeeds Idris
as world’s patent chief

Kgalema
Motlanthe
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By Laura Meckler

And Nick Timiraos

F INANCIAL TURMOIL may not
just boost government’s role
in markets. It could under-

mine a push in recent years by con-
servatives in the U.S., including
John McCain, to inject more market
forces into government-run and
heavily regulated programs.

On the presidential campaign
trail, Democrat Barack Obama is
seizing on the recent turbulence to
lambast proposals by Sen. McCain
on Social Security and health care,
two areas on which the Republican
presidential nominee has embraced
market-oriented solutions.

These proposals—particularly
private accounts carved out of So-
cial Security—were controversial to
begin with, and the new crisis only
heightens the concerns. The ac-
counts are designed to generate
greater returns than the govern-
ment gets holding onto the money.
But if workers invest their Social Se-
curity taxes in the stock market,
what happens if the market is down
when it comes time to retire?

Those are potent questions for
voters, and the unfolding financial
crisis could kill any chance this pro-
posal had of becoming law when
Congress eventually works out a so-
lution to the retirement program’s
financial problems.

It is a “particularly perilous”
time to favor any sort of privatiza-
tion, said Neil Newhouse, a Republi-
can pollster. Even if the policy is
good, he said, it is a hazardous mo-
ment to advocate it.

Overall, the economic turmoil is
working to swing the race toward
Sen. Obama, said Matthew Dowd, a
former strategist for President
George W. Bush. He said the Social
Security argument makes Sen.
McCain’s problems more acute.

“It makes him feel like a tradi-
tional Republican: ‘Let the market
handle it,’ ” he said. And for Demo-
crats, “it has the added benefit of ty-

ing him to Bush.”
Mr. Bush campaigned for private

accounts in 2000 and pushed hard
for them in 2005, only to see the pro-
posal die in a Republican-led Con-
gress.

“Social Security has never been
more important,” an announcer
says in a new Obama ad. “But John
McCain’s voted three times in favor
of privatizing Social Security.” It
says the plan would amount to “risk-
ing Social Security on the stock mar-
ket.”

Sen. Obama is also attacking
Sen. McCain on health care, point-
ing to a piece he wrote in a health-
care magazine called Contingen-
cies. In it, he calls for opening health
care to “more vigorous nationwide
competition, as we have done over
the last decade in banking.”

Sen. McCain is a supporter of pri-
vate accounts, in which younger
workers could divert a portion of
their payroll taxes into personal ac-
counts that would be invested in the
market, ideally creating a nest egg
that would be at least as big as what
they would have received from the

government—especially as the pro-
gram runs out of money.

But that idea can seem scary af-
ter a week when a large portion of
the financial sector appeared at risk
of collapse.

“If my opponent had his way, the
millions of Floridians who rely on it
would’ve had their Social Security
tied up in the stock market this
week,” Sen. Obama told supporters
on Saturday. He warned that “mil-
lions would’ve watched as the mar-
ket tumbled and their nest egg dis-
appeared before their eyes.”

None of the proposals to create
private retirement accounts would
affect current seniors, despite Sen.
Obama’s implication. “This is a des-
perate attempt to gain political ad-
vantage using scare tactics and de-
ceit,” said Tucker Bounds, a McCain
spokesman.

Sen. McCain hasn’t campaigned
on private accounts, but he hasn’t
walked away from them either. Sun-
day, he said his views haven’t
changed. “I still believe that young
Americans ought to ... be able to, in
a voluntary fashion…put some of

their money into accounts with
their name on it,” he said on CNBC.

Douglas Holtz-Eakin, Sen.
McCain’s chief economic adviser,
said Sunday that Sen. Obama’s deci-
sion to stoke fears about market
risk suggests that he thinks the fi-
nancial problems the nation sees to-
day are likely to persist.

“If they want to run on a position
that says we’re going to have finan-
cial markets this bad for eight years
under Barack Obama, let them,” Mr.
Holtz-Eakin said.“We will never re-
move all investment risk and we
shouldn’t pretend otherwise, but
we better remove what people are
seeing now.”

7
SLOVAKIA
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Trichet stresses prudence,
vigilance on inflation
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5 Orsay Banque d'Orsay EURiFrance –2.10 8.74 18.32 16.08
Opportunités Monde Acc

4 Caixagirona Caixa Girona EURiSpain –5.99 –2.03 9.86 6.01
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Shanghai’s 7.8% rally leads region
By David Enrich

Sallie Krawcheck, the head of Citi-
group Inc.’s wealth-management
unit, is expected to step down from
the company, according to people fa-
miliar with the matter. The timing of
her departure isn’t clear,
the people said.

Ms. Krawcheck, 43 years
old, will become the latest
in a string of top executives
to leave Citigroup since
Vikram Pandit became chief
executive in December.

The departure is part of
a broader corporate restruc-
turing at Citigroup. The
New York company is mov-
ing Ms. Krawcheck’s wealth-
management unit under the
umbrella of the institutional-
clients group. The goal is to improve
synergies between the two divisions,
said a person familiar with the plans.

Michael Corbat, head of the cor-
porate and commercial bank within
Citigroup’s investment-banking divi-

sion, is expected to succeed Ms.
Krawcheck at the helm of the wealth-
management division, the people
said. The division includes the Smith
Barney retail brokerage and the pri-
vate bank, which caters to wealthy in-
dividuals. Mr. Corbat will report to

John Havens, who runs the
institutional-clients group.

Ms. Krawcheck, perhaps
the highest-profile woman
on Wall Street, joined Citi-
group in 2002. Then-CEO
Sanford Weill selected Ms.
Krawcheck, who at the time
was running independent
brokerage firm Sanford C.
Bernstein & Co., to run Citi-
group’s stock-research divi-
sion after the unit had been
tainted by scandals involv-
ing biased research. She

later rose to become chief financial
officer. Mr. Pandit asked Ms.
Krawcheck to stay and offered her a
senior-level advisory position, ac-
cording to people familiar with the
matter.

WaMu feels the pressure
Absorbing the assets
of thrift is big hurdle
for potential buyers
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China’s benchmark stock-mar-
ket index jumped 7.8% Monday, lead-
ing overall gains in Asia stocks.

The gains in the benchmark
Shanghai Composite index, to

2236.41, came as China’s policy mak-
ers offered another carrot to inves-
tors: eased restrictions on share
buybacks. It follows Thursday
night’s disclosure that China’s sover-

eign-wealth fund
will buy additional
shares in China’s
three biggest
banks as part of the

government’s measures to boost
share prices. That sparked a sharp
rise in stock markets in Shanghai
and Hong Kong Friday.

Analysts said they expected Chi-
nese stocks to stage another day of
gains Tuesday as the move to pur-
chase bank shares continues to
cheer investors. “The current rally

may extend to tomorrow, as still-
positive sentiment may prompt fur-
ther buying,” said Capital Securities
strategist Amy Lin.

Elsewhere, market watchers ex-
pect choppy going as economic wor-
ries continue to weigh on investors’
minds. Hong Kong’s Hang Seng In-
dex, which has closely tracked Shang-
hai’s moves in recent days, ended up
only 1.6% at 19632.20 after briefly
falling into negative territory.

The focus was mostly on the U.S.
Treasury’s $700 billion bailout plan
for the financial sector and the pur-
chase of toxic debt from financial in-
stitutions. “What is a good deal for
the banks will arguably be a bad one
for taxpayers, so just how sustain-
able the rally in equity markets will
be remains to be seen, as this stands
to heap further economic woes on
the U.S. market, especially consum-
ers,” said CMC Markets dealer Matt
Buckland.

The U.S. dollar fell as questions
grew about how the U.S. govern-
ment would finance its large bailout
of the country’s financial sector.

Australia’s S&P/ASX 200 stock in-
dex jumped 4.5% to 5020.50 on
news of a blanket ban on short sell-
ing. But gains in other markets were
more modest, with Tokyo’s Nikkei
Stock Average of 225 companies
gaining 1.4% to 12090.59 and South
Korea’s benchmark Kospi up just
0.3% to 1460.34. Of major Asian mar-
kets, only Singapore and Mumbai
fell, by 0.6% and 0.3% respectively.

Financial firms led Monday’s
gains in the Shanghai benchmark,
which tracks shares for both domes-
tic and international investors. The
banks—Industrial & Commercial
Bank of China Ltd., China Construc-
tion Bank Corp. and Bank of China
Ltd.—ended up by the 10% daily trad-
ing limit for a second consecutive
session.

A statement from the China Secu-
rities Regulatory Commission,
posted on its Web site Sunday, said
the agency plans to waive a rule re-
quiring listed companies to seek ap-
proval from regulators before buy-
ing back their shares on the open
market.
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Washington Mutual Inc. re-
mained under pressure as no sale
was announced after talks with po-
tential suitors continued.

CNBC reported Monday that the
Seattle thrift plans to wait until leg-
islation enabling the multibillion-
dollar bailout envisioned by the U.S.
Treasury Department takes effect
before proceeding with any sale.
WaMu shares were down 18% at
$3.50 late Monday afternoon on the
New York Stock Exchange.

The bank has drawn interest
from potential suitors such as Citi-
group Inc., J.P. Morgan Chase & Co.,
Wells Fargo & Co. and Spain’s
Banco Santander SA, according to
people familiar with the situation.

While some people close to the

discussions hope a deal could be
struck within days, one stumbling
block is that a straightforward sale
of WaMu would require the buyer to
absorb the company’s troubled as-
sets.

With WaMu expecting losses of
$19 billion on its mortgage portfolio
during the next 2µ years, some
would-be bidders favor a govern-
ment-assisted takeover, people fa-
miliar with the matter said. One sce-
nario is that the Federal Deposit In-
surance Corp. would seize control
of WaMu’s banking unit and then
sell its deposits to another bank.

The buyer would have the right
to pick the branches and assets it
wanted to buy along with WaMu’s
deposits. But that would leave the
government to grapple with the risk-
ier leftovers. A government-as-
sisted deal involving WaMu would
likely take longer to structure than a
straight-ahead sale of the company.

Executives and directors at
WaMu also are weighing other op-
tions, including raising additional
capital, possibly with assistance
from federal regulators. But falling
housing prices and deepening tu-

mult in the U.S. financial system
have made it much harder to attract
outside investors.

At WaMu, pressure to resolve
the uncertainty swirling around the
company is coming from the FDIC.

WaMu Chief Executive Officer
Alan Fishman, who took over the job
Sept. 8 following the board’s ouster
of Kerry Killinger, met last week
with FDIC officials, according to peo-
ple familiar with the situation. The
FDIC was supportive of WaMu’s de-
cision to seek a buyer, these people
said. “The regulators aren’t backing
off,” said one person familiar with
WaMu’s situation.

A FDIC spokesman declined to
comment Sunday. A spokesman
from the Office of Thrift Supervi-
sion, which also regulates WaMu,
said, “We are aware of the situation
and following closely,” but declined
to comment further.

WaMu is operating under a mem-
orandum of understanding with the
OTS, forcing the thrift to provide an
updated, multiyear business plan
and forecasts for earnings, asset
quality, capital and performance of
business segments.
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