
U.S. lawmakers agreed on a
tentative deal to offer the Trea-
sury $700 billion to buy trou-
bled assets from financial insti-
tutions. The congressional pro-
posal calls for the funds to be
released in installments, start-
ing with $250 billion. Page 1

n Europe’s auto makers had a
setback as an EU panel backed
a tougher view on greenhouse-
gas emissions. Page 1

n Hedge funds are tallying
their exposure to Lehman and
are letting investors know how
much they could lose. Page 2

n The U.S. released a triple
dose of bad economic data, as
demand for durable goods and
new homes plunged, while job-
less claims surged. Page 3

n Italy renewed Alitalia’s oper-
ating license after the country’s
largest union said it supports
investors’ rescue plan. Page 8

n EADS delayed the first flight
of the Airbus A400M military
airlifter indefinitely. Page 5

n Arcandor’s shares plunged
amid uncertainty about a new
refinancing deal. Page 4

n GE lowered its earnings fore-
cast, trimmed borrowing plans,
and froze its dividend. Page 5

n Norway’s Norsk Hydro will
team with mining company
Vale to build a $2.2 billion alu-
mina refinery in Brazil. Page 5

n Investors are storming into
the safest investment around—
short-term Treasury bills—and
it is hurting supply. Page 17

n Bradford & Bingley looms as
the next U.K. troubled bank, as
regulators have failed in their
search for a buyer. Page 17

n U.S. shares soared as the
bailout plan for the financial
sector appeared to be near ap-
proval. European shares also
advanced, with insurers lead-
ing the way. Page 18

n Lloyd’s posted a 48% drop
in first-half pretax profit and
warned that full-year earnings
would also decline. Page 21

U.S. lawmakers reach
deal on financial bailout
Congress to break
$700 billion package
into installments

EU panel picks
tougher stance
on car pollution

Sen. Obama reiterated his call
for the debate between him
and Sen. McCain to proceed as
planned Friday. “The American
people deserve to hear directly
from myself and Sen. McCain
about how we intend to lead
our country.” Sen. McCain had
said he would suspend cam-
paigning to help tackle the bail-
out proposal and sought to
postpone the debate. Page 1

n Recent remarks by European
leaders amount to a nascent cam-
paign inside the Group of Seven
nations to pressure the U.S. into
global banking reforms. Page 2

n Sarkozy promised to re-
shape France’s economy. He
said he would ban golden para-
chutes to make capitalism more
moral and called for a new in-
ternational monetary system.

n Putin called for an open bor-
der with South Ossetia, Interfax
news agency reported, quoting
him as saying: “Today it will be
sufficient if we assist in … eco-
nomic reconstruction and actu-
ally remove the border between
Russia and that republic.”

n Warning shots were fired at
NATO helicopters at the Paki-
stan-Afghan border, Pakistan’s
army said, which also prompted
an exchange of gunfire between
U.S. and Pakistani ground troops,
a U.S. military official said.
n Karzai told the U.N. the in-
ternational community should
strengthen Afghanistan’s army
and police to better fight terror.

n The Security Council agreed
to a high-level, open debate Fri-
day over Israeli settlement-
building in disputed territory.

n The EU banned imports of
baby food containing Chinese
milk and more Asian countries
withdrew suspect products.

n China launched its third
manned mission, which is to in-
clude the country’s first space-
walk. Shenzhou 7 blasted off
with President Hu watching.

n South Africa’s Parliament
elected former freedom fighter
Kgalema Motlanthe as president
after Mbeki resigned. Page 9

n A poor election showing Sun-
day in the German state of Ba-
varia for Merkel’s sister party
could signal trouble in next
year’s national election. Page 10

n Preparing the
next U.S.
president for the
crisis ............... 3

n Deal maker
Henry Paulson
faces his ultimate
test ................ 14

n Wall Street teems
with tourists, but
investors are
scarce ........... 15
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By Laura Meckler,

Elizabeth Holmes

And Christopher Cooper

Sen. Barack Obama on Thursday
reiterated that his debate with Re-
publican rival Sen. John McCain
should proceed as planned Friday.

Speaking by satellite at an event
staged by Bill Clinton’s phil-
anthropic Clinton Global
Initiative, the Democratic
presidential candidate
said, “Our election is in 40
days, our economy is in cri-
sis and our nation is fight-
ing two wars abroad. The
American people deserve
to hear directly from my-
self and Sen. McCain about
how we intend to lead our
country.”

Sen. McCain said on
Wednesday that he would
suspend campaigning to help tackle
a $700 billion bailout proposal and
called on Sen. Obama to postpone
their Friday debate. By the end of
Wednesday, the two men had agreed
to issue a joint statement calling for
bipartisan cooperation for swift ac-
tion, and both agreed to come to the
White House Thursday for a summit

meeting with President George W.
Bush and congressional leaders to
try to achieve that goal. In recent
days, the candidates have converged
in their positions on the bailout,
pushing for similar provisions, such
as limits on executive pay at firms
that take the help.

The latest twists in the neck-and-
neck campaign landed in the
middle of a week when trou-
bleson Wall Street and Wash-
ington’s reaction came to
dominate the contest, leav-
ing both Sens. McCain and
Obama scrambling to figure
out how best to respond.

Sen. McCain said at the
Clinton event that “the
whole nation was in dan-
ger” and that he would
carry to Washington five
improvements to the Trea-

sury Department’s rescue plan:
greater accountability from a bipar-
tisan board with oversight; a path
for taxpayer recovery of funds; com-
plete transparency in the review of
the legislation, with all details made
available online; no earmarks to be
included in the bill; and curbs on
Wall Street executives’ ability to

Please turn to page 31

Campaign brinksmanship
moves into higher gear

Looking to the future

Editorial&Opinion

Barack Obama

Sen. Chris Dodd, left, with Sen. Charles Schumer,
right, after a meeting on the market turmoil.

In a setback for Europe’s auto
makers, an important committee of
the European Union Parliament on
Thursday backed a tougher ap-
proach to cap greenhouse gas emis-
sions from new cars.

The decision was a surprise re-
versal of the industry’s efforts to wa-
ter down how and when coming EU

emission caps go into effect. The full
panel’s vote came two days after
news broke that a compromise
more favorable to industry had been
reached.

Earlier in the week, key leaders
of the European Parliament’s main
conservative and socialist parties
worked out a compromise that
would have delayed implementa-
tion of the caps and lowered the fi-
nancial penalties for non-compli-
ance. Together the parties control a
majority of Parliament’s Environ-
ment Committee, and the leaders ex-
pected rank-and-file members of
the committee to approve the deal

Please turn to back page

Treasury trove
Why “Paulson’s folly” might
pay off big-time for American
taxpayers. Page 13

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 11022.06+196.89 +1.82
Nasdaq 2186.57 +30.89 +1.43
DJ Stoxx 600 271.01 +5.35 +2.01
FTSE 100 5197.02 101.45 +1.99
DAX 6173.03+120.16 +1.99
CAC 40 4226.81+112.27 +2.73

Euro $1.4667 unch. ...
Nymex crude $108.02 +2.29 +2.17
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What’s News—
Business & Finance World-Wide

Antwerp’s fashion rebels
get serious about business
WEEKEND JOURNAL | PAGES W8-W9

French activists take aim
at outdoor advertising
CORPORATE NEWS | PAGE 4

By Damian Paletta,

Michael R. Crittenden

And Patrick Yoest

WASHINGTON—Top House and
Senate Democratic and Republican
lawmakers reached a tentative
agreement on a $700 billion plan to
bail out U.S. financial markets, with
some predicting the measure would
pass both chambers of Congress.

After a three-hour meeting, law-
makers agreed to legislative princi-
ples that would approve Treasury’s re-
quest for the funds but would break it
into installments, according to people
familiar with the matter. Treasury
would have access to $250 billion im-
mediately, with an additional $100 bil-
lion to follow if needed. Congress
would be able to block the last install-
ment through a vote if it was unhappy
with the program.

The agreement could require all
companies participating in the pro-
gram to agree to limits on executive
pay—such as restrictions on
“golden parachutes.” It is also likely
to give the government equity war-
rants in all participating companies.

Still unresolved is whether to in-
clude changes to bankruptcy law
that would give judges the right to
change the terms of mortgages.
Democratic Sen. Dick Durbin of Illi-

nois made a plea for it to be in-
cluded, even though many lawmak-
ers and the White House are
strongly opposed.

Lawmakers and their staffs were
hammering out precise language to
take to a meeting with Treasury Sec-

retary Henry Paulson late Thursday
afternoon. Elements of the congres-
sional plan will likely be opposed by
Mr. Paulson. Treasury doesn’t want
conditions such as limits to executive
pay to be broadly applied to all com-
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By Leila Abboud in Paris
and Edward Taylor in Frankfurt
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Jeffrey Immelt must feel
like his corner office has
been moved from Fairfield,
Connecticut, to Wall Street.

The chief executive of
General Electric Co. Thurs-
day sprung another nasty
surprise on investors, cour-
tesy of his “industrial”
group’s inordinately high
exposure to financial ser-
vices.

Back in the first quarter,
it was the recent demise of
Bear Stearns that caused
GE Capital to miss earnings
estimates. Now, the grind-
ing credit crisis has forced
a rethink on full-year expec-
tations. The revised pitch
on earnings is about $20
billion, 12% below the
Street’s consensus forecast.
To hunker down, GE is sus-
pending its share buyback
program, reducing reliance
on commercial-paper fund-
ing and slashing the per-
centage of GE Capital’s
profits paid to the parent
from 40% to 10%.

With regards to shoring
up GE Capital, cutting the
payout goes a long way. As-
sume, in line with guid-
ance, the business earns
$4.2 billion in the second

half of the year and per-
haps $7-7.5 billion for all of
2009. GE Capital should re-
tain roughly an extra $8 bil-
lion in profits over the pe-
riod.

On that basis, GE Capi-
tal’s assets need to shrink
by less than 10% from their
July 30 level in order to
reach the new, conserva-
tive leverage target of 6
times by the end of 2009.
That looks doable.

The drawback to delever-
aging is lower financial
profits, offsetting the tail
wind from better-perform-
ing industrial businesses.

For a stock predicated
on superior earnings
growth, that’s a problem.
No wonder protecting the
dividend figured so promi-
nently in Thursday’s an-
nouncement. At 5%, GE’s
yield is an attractive port
in the financial storm. Sus-
pending stock buybacks
should allow the group to
maintain this.

Given lower dividends
from GE Capital, group
free cash flow could turn
slightly negative in 2009
— based on current guid-
ance.
 —Liam Denning

Sacyr isn’t the only big
Spanish construction com-
pany to find itself ham-
strung by debt and a compli-
cated corporate structure.
But it looks particularly ex-
posed to the contracting
Spanish economy and tight
credit because it’s found it
hard to sell domestic assets
and buy foreign ones.

Sacyr’s recent acknowl-
edgement that it may sell
its 20% stake in Repsol,
once considered a strategic
asset, illustrates how seri-
ous its financial problems

have become. Selling out of
the Spanish-Argentine oil
company would bring only
short-term relief, but it
could help streamline the
Sacyr empire before it
reaches the breaking point.

Of its Œ18.3 billion
($26.86 billion) in net debt,
Sacyr needs to refinance or
pay off Œ1.3 billion in 2009.
Refinancing is likely to prove
expensive, and Sacyr’s opera-
tions won’t generate enough
cash to pay down the matur-
ing debt and finance the rest
of the business.

A placement of the Rep-
sol stake around Œ23 a
share, analysts’ estimate of
the company’s fair value,
would raise Œ5.6 billion—less
than the Œ6.4 billion in debt
associated with Sacyr’s pur-
chase of the stake in 2006.

The sale would help to
free up Testa, its property
unit, for possible disposal,
but it’s more likely Sacyr’s
Valoriza environmental ser-
vices unit will end up on
the block. Veolia and Suez
would probably show inter-
est.  —Sean Walters

A way for Sacyr to streamline itself

Telecom Italia’s unrealized potential
There is little doubt that

debt-laden Telecom Italia
has the greatest turnaround
potential among European
telecom companies, but the
jury’s still out on whether
current management has
the mettle to realize it.

The former national mo-
nopoly says it will an-
nounce another restructur-
ing plan in December, confir-
mation of how unimpres-
sive the previous one was.
TI shares have fallen 25%
since the last plan was pre-
sented in June. Forecast an-
nual savings of Œ300 mil-

lion, or about $440 million,
by 2010 are too conserva-
tive to make a big differ-
ence to TI’s outlook.

Assuming those cost sav-
ings are used to pay down
debt and performance other-
wise remains the same,
they will improve TI’s oper-
ating margin but reduce net
debt only to 2.9 times earn-
ings by 2010, well above cur-
rent levels at rivals such as
Deutsche Telekom and
Telefónica.

The Libyan Investment
Authority has expressed in-
terest in a TI investment.

But it hasn’t named a price,
and TI Chief Executive
Franco Bernabe shouldn’t
be surprised if the ap-
proaches he receives from
the sovereign wealth fund
and its peers are pitched at
low prices. The stock trades
at nine times forward earn-
ings, an 18% discount to the
sector. TI looks like a risky
bet even for a fund seeking
to win respectability as a
long-term strategic investor
in Europe unless Mr. Bern-
abe gives a clearer idea of
where the operator is
headed.  —Molly Neal

Environment panel backs tough stance on car pollution

Financial disservice

Amid crunch, movie deals keep getting green light
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they brokered.
But members of the committee

rebelled Thursday and rejected sig-
nificant elements of the plan. The
panel instead voted to approve
tougher penalties and an earlier
deadline, among other changes.
These stricter rules had been con-
tained in an earlier proposal by the
European Commission, the EU’s ex-
ecutive arm.

“It’s a surprise that this compro-
mise, which had been agreed upon,
was not honored,” said Tobias Due-
now, a spokesman for Germany’s En-
vironment Minister Sigmar Gabriel.
“It’s not a good outcome as far as
we’re concerned.”

At issue are the specifics of Eu-
rope’s first mandatory set of carbon
dioxide emissions caps on the auto
industry. Until now, the Continent
relied on voluntary agreements
with car makers to reduce emis-
sions, but environmental groups
say those agreements don’t go far

enough.
On Thursday, the Environment

Committee adopted a text of a pro-
posed law that would require car
makers by 2012 to meet a fleet aver-
age target of 120 grams of carbon di-
oxide per kilometer based on new
cars sold in Europe. It also voted for
fines of up to Œ95 per “excess” gram
of carbon dioxide emitted per kilo-
meter per car.

The car companies had argued
that the caps should be phased in
gradually, between 2012 and 2015,
to give them adequate time to adapt
their product lines. They persuaded
Guido Sacconi, the socialist who is
leading the drafting of the legisla-
tion, and Martin Callanan, his con-
servative counterpart, to adopt
their approach. This version of the
rules also would have lowered finan-
cial penalties for non-compliance af-
ter 2015 to Œ50 per excess gram of
carbon dioxide.

But committee members were
unwilling to approve the changes

the two leaders agreed on, arguing
that they put the car industry’s inter-
ests before the fight against climate
change.

“We are very disappointed with

the outcome,” said Ivan Hodac, Sec-
retary-General of ACEA, the Euro-
pean Automobile Manufacturers As-
sociation. “In the current economic
climate, it’s not just about environ-
mental considerations but also a
question of the survival of the Euro-
pean auto industry and many of the
jobs that go with it.”

Environmental advocates
cheered the reversal. “I was very sur-
prised” by the committee’s vote,
said Rebecca Harms, a German
Green group member who worked
on the legislation. “I thought we
would lose.”

The fight is far from over. The EU
Parliament must work out an agree-
ment with the EU Council, which is
made up of heads of governments of
the EU’s 27 member states. That ne-
gotiation is sure to be difficult, as
countries such as France, Germany
and Italy might try to alter the pro-
posal to protect their domestic auto
industries.

The EU Council’s environment

group is likely to begin negotiations
with Parliament on the issue at its
meetings in October. Few expect a fi-
nal compromise until December,
given the calendar for talks and com-
plexity of issues involved.

Continued from first page

Associated Press

*European Automobile Manufacturers Association

Source: European Federation for Transport 
and Environment

Going green?
Average carbon-dioxide emissions by
maker in 2007, in grams per kilometer

Fiat SpA 141

BMW AG 170

Daimler AG 181

Volkswagen AG 163

PSA Peugeot Citroën 141

Renault SA 146

ACEA* 157

EU Commission 
demand average 

by 2012

120

By Lauren A.E. Schuker

While the credit crisis roils Wall
Street, lucrative film deals continue
to flood Hollywood with new capital.

Relativity Media LLC, of Bev-
erly Hills, Calif., announced
Wednesday that it will extend its
film-financing deal with General
Electric Co.’s Universal Pictures to
provide in excess of $3 billion to
the studio to co-finance about 75%
of its film slate through 2015.

The agreement expands upon a
previous arrangement that Relativ-
ity had with the studio, in which Rel-

ativity agreed to co-finance the ma-
jority of Universal’s film slate
through 2011.

The new arrangement, which is
the largest equity deal Universal
has ever brokered with a third
party, signals how Hollywood is able
to successfully insulate itself from
the drama gripping the rest of the
economy.

Even as the upheaval on Wall
Street is slowing financing deals
across the country, Hollywood stu-
dios are still able to find new
sources of cash. The Relativity deal
is the second major film-financing

agreement announced in the past
week. On Friday, the principals of
DreamWorks SKG completed an
agreement with India’s Reliance
ADA Group.

Relativity first invested in Uni-
versal in 2006, when its chief execu-
tive, Ryan Kavanaugh, provided
$600 million in financing for mov-
ies at both Universal and Sony Pic-
tures Entertainment.

“We’ve had a very good relation-
ship with Relativity going back a
number of years,” said Michael Joe,
executive vice president of Univer-
sal. “It’s a relationship that we’re

comfortable with, so it made sense
to extend this deal,” he said, adding,
“And it feels good to have our financ-
ing needs through the 2015 slate cov-
ered.”

Relativity’s billions will go to-
ward financing Universal’s coming
slate, which includes films like “Fast
& Furious,” “Land of the Lost” and
“Public Enemies.”

Universal’s movies won’t be Rela-
tivity’s only investments in Holly-
wood. “We’re always looking for
new opportunities” in the film indus-
try, said Mr. Kavanaugh.
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German Finance Minister Peer Steinbrück, speaking in parliament Thursday, said
the Wall Street financial crisis will erode the U.S.’s status as a financial power.
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By Andrea Thomas

BERLIN—The Wall Street financial
crisis will reconfigure the world econ-
omy and the U.S. will fade as the
world’sdominanteconomicforce,Ger-
manFinance MinisterPeerSteinbrück
said in German parliament Thursday.

“The U.S. will lose its status as
the superpower of the global finan-
cial system, not abruptly but it will
erode,” Mr. Steinbrück said. “The
global financial system will become
more multipolar.”

His remarks were the latest Euro-
pean critique of the crumbling Wall
StreetfinancialmodelandtheU.S.gov-
ernment, which is trying to rush
through a $700 billion bailout plan for
the U.S. banking sector. French Presi-
dent Nicolas Sarkozy and German
Chancellor Angela Merkel have called
foramoreinternationalapproachtofi-
nancial market regulation. Taken to-
gether,theremarksamount to afledg-
ling campaign inside the Group of
Seven rich countries to pressure the
U.S. into global banking reforms, set-
ting the stage for next month’s meet-
ingsoftheG-7andInternationalMone-
tary Fund in Washington.

Mr. Steinbrück met in Berlin
later Thursday with French Finance
Minister Christine Lagarde. They

agreed to set up a working group on
short-selling securities, a practice
that has been temporarily curtailed
in the U.S. and the U.K.

Mr. Steinbrück said the G-7—cur-
rently consisting of the U.S., Japan,
Canada, Germany, France, Italy and
the U.K.—will in the future have to
invite other players when talking
about important financial and eco-
nomic problems. China isn’t cur-
rently a member of the G-7.

Mr. Steinbrück said that the U.S.
didn’t sufficiently regulate invest-
ment banks and criticized Anglo-
American free-market policy as an

“insane drive for higher and higher
profits,” adding that yields of 25%
can’t be generated in the long term.

“Investment bankers and politi-
cians in New York, Washington or
London didn’t want to do without,”
Mr. Steinbrück said. “Wall Street
will never be what it was.”

Mr. Steinbrück later tempered his
remarks about the future role of the
U.S. The dollar won’t lose its status as
the world’s benchmark currency, he
said. But over the next 10 years, the
U.S. currency will be supplemented
by the yen, the euro and the Chinese
yuan as the key currencies.

By Cassell Bryan-Low

Scores of hedge funds are trying
to decipher how exposed they are to
Lehman Brothers Holdings Inc. and
are letting investors know how
much they potentially stand to lose,
which for some funds represents
hundreds of millions of dollars.

Some of the hedge-fund world’s
best-known names, including D.E.
Shaw & Co, Och-Ziff Capital Man-
agement and GLG Partners LP have
at least some exposure to Lehman.

Problems facing hedge funds in-
clude retrieving assets held with
Lehman’s prime-brokerage units,
which provide trading and lending
services, as well as unsettled trades
and unwinding credit-default
swaps.

The situation is rapidly changing
as some parts of Lehman ease back
into gear. Some trades are getting
settled. Managers express more con-
fidence about retrieving assets held
with Lehman’s U.S. prime broker
than assets held in Lehman’s Lon-
don unit, which some think could
take many months to get back. Leh-
man’s U.S. operations reached an
agreement to be sold to Barclays
PLC before its London operations
agreed to be sold to Japan’s Nomura
Holdings Inc.

London-based CQS LLP, for in-
stance, has told investors that it be-
lieves its exposure to Lehman in its
flagship fund, which has just over
$4 billion in assets, is 0.5% or less.

Determining exposure is even
more challenging for investors such
as pension funds, institutions and
fund-of-funds companies that hold
baskets of dozens or more of individ-
ual hedge funds. Man Group PLC,

one of the largest hedge-fund
groups with about $79.5 billion in as-
sets, has investments in hundreds of
third-party individual hedge funds.
Any of these could be exposed to Leh-
man. Man, in a statement Wednes-
day, said “it does not expect that
there will be any material impact for
the funds or the Group” from coun-
terparty exposure to Lehman.

Before Lehman filed for bank-
ruptcy, many hedge funds pulled at
least some assets out of its prime
brokerage because of concern about
the bank’s financial troubles.

But even as late as Sept. 12, days
before Lehman filed for bankruptcy-
court protection, many hedge funds
didn’t think the bank would actually
fail. As well, some clients stuck with
Lehman to demonstrate their sup-
port. Peter Cohen, founder of Ra-
mius Capital, told CNBC on Sept. 11
that the New York hedge-fund firm
was keeping Lehman as one of its
prime brokers. Managers of the
firm’s main fund, with about $4 bil-
lion in assets, have told clients that
it had about 15% of its prime-broker-
age assets tied up in Lehman enti-
ties, or about $220 million.

Now, some hedge funds are pur-
suing legal action to reclaim assets.
In the U.K., London-based RAB Capi-
tal PLC has sued the administrators
of Lehman Brothers International
(Europe) in the U.K. High Court in an
effort to recoup $50 million, which
was the bulk of the assets belonging
to one of its smaller funds. Overall,
the roughly $4.7 billion hedge-fund
firm believes about 1% of its assets
are tied up with Lehman, according
to a person familiar with the matter.

Lehman’s London insolvency ad-
ministrator, PricewaterhouseCoo-
pers LLP, said in a statement Sept.
21 that it is working to return money
and assets to clients of Lehman’s Eu-
ropean business but that it was a
time-consuming process. In an
added sting for customers, it said
Lehman had the right to use many of
the assets held with the London
prime-brokerage unit “and as a re-
sult the client may cease to have any
proprietary interest in them.”
 —Jenny Strasburg

contributed to this article.

The CBS Television Network is
a unit of CBS Corp. A Corporate
News page article Thursday about
Olympic television rights incor-
rectly said the network’s parent is Vi-
acom Inc. Viacom and CBS were split
off from each other on Dec. 31, 2005.

Crisis deals U.S. a blow
German finance czar
says nation will fade
as economic leader

Hedge funds tally up
their Lehman exposure
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China aims to expand tax cut

U.S. lawmakers reach tentative deal on financial bailout

profit from the bill.
Sen. Obama, who shares many of

the same goals, said any plan should
include help for homeowners and
that it is “outrageous” that taxpay-
ers must bear the burden for Wall
Street “greed and risk.”

Sen. McCain cast his actions
Wednesday as bold moves that rise
above partisanship. Both men re-
cently suspended activities to mark
the anniversary of the Sept. 11,
2001, terrorist attacks, and Sen.
McCain evoked the event again.
“Our national leaders came to-
gether in a time of crisis,” he said in
a statement. “We must show that
kind of patriotism now.”

But it was unclear whether the re-
turn of Sens. McCain and Obama to
the capital would provide the jolt
needed to reach a bipartisan deal
that gives cover to politicians of
both parties. And it was unclear
who would benefit more from the
new jockeying between the presi-
dential contenders.

Sen. McCain also moved to take
down his advertising Wednesday.
The dramatic gestures were in keep-
ing with a career with many such mo-
ments. As in the past, it was both high-
risk and high-reward. It draws atten-
tion to the Arizona lawmaker at a
time when Democrats stand to bene-
fit from economic turmoil and helps
him recast the question as one of lead-
ership, where he is viewed positively.
But he risks coming off as exploiting
a very real problem for political gain.

With just over five weeks remain-

ing before the Nov. 4 vote, the issue
is a challenging one for Sen.
McCain, given that polls show he
and his party are less trusted by vot-
ers to solve economic issues.

A Wall Street Journal/NBC News
poll released Wednesday gave Sen.
Obama the edge on a range of eco-
nomic questions, including dealing
with the Wall Street financial crisis,
with 35% saying he’d handle it bet-
ter, compared with 30% for Sen.
McCain. It found voters generally an-
gry about the economy and the con-
ditions that led to the current mess.

But the poll showed that neither
candidate had yet turned the crisis
to his advantage: 48% said they
would vote for Sen. Obama if the
election were held now, compared
with 46% for Sen. McCain. A Journal
poll earlier in the month, before the
latest market meltdown, had virtu-
ally the same results.

As for the bailout, the survey
found that voters aren’t sure what to
think, with a third in favor, a third
against and a third uncertain.

It remained unclear whether Fri-
day evening’s debate would go for-
ward. Sen. McCain said he will at-
tend the Oxford, Miss., event only if
Congress reaches an accord on a fi-
nancial bailout package before then.
Aides floated the idea of postponing
the debate until Oct. 2, which would
bump the vice presidential debate,
currently scheduled for that night.

Wednesday’scampaigndramabe-
gan at 8:30 a.m., when Sen. Obama
called Sen. McCain to suggest thetwo
men issue a joint statement laying

out the principles they would like re-
flectedinthe$700billionrescuepack-
age. Sen. McCain called back at about
2:30 p.m. and agreed—but upped the
ante,callingforSen.Obamaalsotofol-
lowhimbacktoWashington,suspend
campaigning and postpone the de-
bate. Sen. Obama said he would con-
sider the offer.

Moments later, Sen. McCain
went before TV cameras in New
York. He was there to meet with vis-
iting heads of state gathered for the
United Nations General Assembly
and had planned to spend some of
the afternoon preparing for Friday’s
debate. Instead, Sen. McCain dis-
rupted that plan to issue a state-
ment calling for the White House to
convene a meeting of congressional
leaders, including himself and Sen.
Obama, aimed at finding a solution
before markets open on Monday.

Sen. Obama held a brief news con-
ference to respond about an hour
later in Clearwater, Fla., where he was
holed up preparing for the debate.

Sen. Obama said that when Sen.
McCain suggested delaying the de-
bate, “I thought this was something
he was mulling over.”

Sen. Obama seemed at first to ex-
press skepticism about the need to re-
turn swiftly to Washington to work
on the package, saying he didn’t want
to “suddenly infuse Capitol Hill with
presidential politics at a time when
we’re in the middle of some very deli-
cate and difficult negotiations.”

Sen. McCain’s moves were coor-
dinated with the White House and
congressional Republicans, who

quickly issued encouraging state-
ments. “Bipartisan support from
Sens. McCain and Obama would be
helpful in driving to a conclusion,”
White House spokeswoman Dana
Perino said in a statement.

Another key event that aides said
prompted Sen. McCain’s actions: a
roundtable Wednesday morning with
some of Wall Street’s biggest names,
who told Sen. McCain that the rescue
legislation must be passed soon. “We
urgedJohntogetalloverit,thatthisis
a national-security crisis,” one finan-
cial executive said.

For Sen. McCain, figuring out
how to handle the bailout bill pre-

sented a particular challenge, be-
cause much of the resistance to the
plan has come from conservatives
alarmed at the cost of the bailout
and the scope of powers that would
be granted to the Treasury secre-
tary.

Sen. McCain, who has never been
close to conservatives, has worked
hard during the election season to
earntheirtrust.Thatcouldbeatriskif
he were to support a package that
former House Speaker Newt Gingrich
called “a dead loser on Election Day.”
 —Mike Spector, Greg Hitt,

Monica Langley and Corey Dade
contributed to this article.
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Obama holds to Friday’s debate plan, as brinksmanship grows

Approve
31%

Disapprove
33%

No opinion
28%

Q: Do you approve or disapprove
of the bailout plan?

Depends/
not sure
8%

The U.S. financial crisis has pushed 
Washington to offer a rescue plan, 
but voters’ support is split.

Stress test

Source: WSJ/NBC News poll of 1,085 registered 
U.S. voters conducted Sept. 19-22; margin of 
error: +/-3.0 percentage points
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panies. Also, it was hoping to avoid
having the funds doled out in pieces.
Treasury may not have much room to
maneuver, though, if it wants the bill
to be completed quickly.

During the meeting, Democratic
presidential candidate Barack
Obama of Illinois called the cell-
phone of Sen. Chris Dodd of Connect-
icut, according to people familiar
with the matter. Sen. Obama spoke
with Sen. Dodd and Republican Sen.
Robert Bennett of Utah.

Emerging from the meeting, Sen.
Bob Corker (R., Tenn.) said: “I be-
lieve that we will pass this legisla-
tion before the markets open on
Monday.”

Senate Banking Chairman Dodd
said negotiators plan to present
their plan to rank-and-file members
of their parties, as well as the Bush
administration. He said lawmakers
were prepared to “act expedi-
tiously” to allow the federal govern-
ment to buy billions of dollars in dis-
tressed assets from financial firms.

“We came to agreements on a lot
of the important issues,” House Fi-
nancial Services Chairman Barney
Frank (D., Mass.) said at the news
conference following the meeting.

Messrs. Frank, Dodd and other
key lawmakers were scheduled to
meet with President George W. Bush
and the two U.S. presidential candi-
dates Thursday to discuss the bail-
out plan. The White House said ear-
lier Thursday that “significant
progress” had been made on the leg-
islation, which many policy makers
hope calms the tumult in the credit
markets.

“We have made progress every
day, and we are closer today to a con-
clusion than we were yesterday,”
said White House spokeswoman
Dana Perino.

Mr. Frank, discussing the White
House meeting, said lawmakers will
be able to offer good news when
they meet with the president.

“We will be able to go and tell
them that there really isn’t much of
a deadlock to break, but I’m always
glad to get to go to the White
House,” Mr. Frank said.

Noticeably absent at the Thurs-
day morning meeting in the Capitol
was Sen. Richard Shelby of Ala-
bama, the ranking Republican on
the Senate Banking Committee. Mr.
Shelby has said he opposes the idea
of bailing out Wall Street and was re-
placed in negotiations by Mr. Ben-
nett, the number two GOP senator
on the banking panel.

The outlines of a potential com-
promise began to emerge late
Wednesday after congressional lead-
ers started considering restrictions
on the bailout plan that could break
the pool of money into installments.

“Without immediate action by
Congress, America could slip into a fi-
nancial panic and a distressing sce-
nario would unfold,” Mr. Bush said in
a 12-minute prime-time television ad-
dress Wednesday in which he
warned in stark language about the
danger of delay. Mr. Bush endorsed
several of the changes that have been
demanded in recent days from the
right and left. He said the bill “should
be enacted as soon as possible.”

The basic building blocks of the
bailout plan as initially proposed re-
main intact: Democratic leaders are
still proposing to authorize the Trea-
sury to borrow up to $700 billion to
buy hard-to-sell assets from trou-
bled financial institutions. The goal
is to calm financial markets by re-
moving the toxic assets, mostly
mortgages, which lie at the heart of
the crisis. If a final deal is struck, it
would represent one of the biggest
government bailouts in U.S. history.

Unknown still is the reaction
from rank-and-file lawmakers, par-
ticularly conservatives, many of
whom have been strongly opposed
to the plan. Treasury Secretary Paul-
son and Federal Reserve Chairman
Ben Bernanke testified Wednesday
before skeptical members of Con-
gress—both Democrats and Republi-
cans—following a similar hearing
Tuesday in the Senate.

Republicans are concerned
about the overall cost of the plan,
and the broad powers it would give
the Treasury to intervene in the mar-
ketplace. Rep. Eric Cantor, a conser-
vative Republican from Virginia,
has floated the idea that the govern-
ment could insure mortgage assets,
rather than buying them outright.
Such a move would essentially pro-
vide a government guarantee for
the assets at a certain price.

Treasury had considered a simi-
lar plan but rejected it in favor of
buying the distressed assets. Mr.
Paulson viewed that as a quicker
and more efficient way to get to the
root of the problem, according to
people familiar with the matter.

Democrats, meanwhile, are
pressing for action to help home-
owners and families in dire straits,
not just Wall Street bankers.

It’s impossible to handicap the
bill’s actual prospects, in part be-
cause lawmakers are grappling with
the complicated political calculus
created by the November elections.
Still, party leaders have said they
are committed to passing the bill in
some form.

Democratic and Republican lead-
ers prepared to work though the
weekend and into next week if neces-
sary. “We’ll finish it when it’s
ready,” said House Speaker Nancy
Pelosi, a California Democrat. She
has faced anger from within the
House Democratic Caucus over the
costly bailout Mr. Bush is demand-
ing. Some Democrats don’t want to
do a deal with the White House, but
she has pressed forward. “We’re go-
ing to get it right.”

The White House and its Republi-
can allies have made an uneasy
peace with Democratic leaders of
the House and Senate, who have
committed to carry the proposal for-
ward. Late Wednesday, Speaker
Pelosi and House Minority Leader
John Boehner (R., Ohio) issued a
joint statement vowing to “work co-
operatively and on a bipartisan ba-
sis.” The party leaders stressed
their commitment to improve over-
sight of the bailout and protect tax-
payer interests.

But in addition to the changes
they are seeking, Democrats are
also urging the White House to de-
liver Republican votes for the pack-
age. “We are not taking ownership
of this,” Mrs. Pelosi said.

The risk for the White House is
that Mr. Bush, with his popularity at
30%, just a few points above its all-
time low, won’t be able to seal the
deal. In that case, the administra-

tion might have to make more signif-
icant concessions to Democrats, in
turn further endangering Republi-
can support.

In give-and-take on Capitol Hill
Wednesday, Mr. Paulson signaled
his intention to relent on another
key Democratic demand: that limits
should be imposed on the compensa-
tion of executives at firms partici-
pating in the program. Mr. Paulson
had previously argued against pay
limits, suggesting they might deter
companies from participating in the
bailout. That argument proved to be
a political loser.

“We must find a way to address
[executive compensation] in the leg-
islation, but without undermining
the effectiveness of the legislation,”
Mr. Paulson told the House Finan-
cial Services Committee.

Mr. Paulson has publicly resisted
the notion of dividing the $700 bil-
lion plan into several parts, saying
markets need a big number to instill
confidence that the plan will suc-
ceed.

One big concern: Having to con-
tinually ask Congress for money
would breed uncertainty in the mar-
kets and potentially undermine the
program, a senior administration of-
ficial said.

Another top administration offi-
cial suggested the administration is
willing to support the idea, so “long
as it’s done in a way that doesn’t ren-
der the program ineffective.”

Lawmakers continued to unload
their frustration on Messrs. Ber-
nanke and Paulson during hearings
Wednesday. Mr. Bernanke, stepping
beyond his usually cautious and mea-
sured tone, upped the ante, warning
the nation faced “grave threats to fi-
nancial stability.” He detailed how
nearly every sector of the economy,
already under intense stress, would
worsen if faced with further finan-
cial-market uncertainty.

Continued from first page

By Andrew Batson

BEIJING—China’s government is
moving closer to extending nation-
wide a tax change that would lower
businesses’ bills, as policy makers
look to the country’s flush finances
for ways to offset an economic slow-
down and the global financial turmoil.

China surprised markets last
week with a cut in lending rates and
an intervention to buoy the stock
market. But tax and spending policy
is also playing a role in efforts to
shore up businessand consumercon-
fidence. The government has already
dropped fees assessed on small busi-
nesses and raised export-tax rebates
for textiles and other products.

In a broader tax change, the gov-
ernment has been expanding a pro-
gram that lets businesses deduct
spending on new machinery and
equipment from the value-added
tax, its single biggest source of reve-
nue. That program, in local trials
since 2004, has been rolled out to
four new provinces in the past few
months, and some analysts think it
could be adopted nationally soon.

Some economic indicators, like
steel and electricity production,
slowed sharply in August, and hous-
ing sales have continued to deterio-
rate. Additional measures to support
the economy are considered increas-
ingly likely as leaders sound more
worriedabout the nation’s prospects.
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Interest in White House transition process
Administration talks
with both sides to get
new officials in place

U.S. housing, orders data
indicate broad weakness

Treasury Secretary Henry Paulson testifying before the Senate Banking
Committee on Tuesday in Washington.

By Stephen Power

WASHINGTON—The Bush ad-
ministration’s proposed bailout
plan for financial firms is ratcheting
up interest in how quickly the next
U.S. administration will be able to
move new leaders into the federal
agencies dealing with the crisis.

The question is particularly ur-
gent in the case of the Treasury De-
partment. The rescue plan pro-
posed by the administration would
give the department responsibility
for buying from financial firms as
much as $700 billion of the souring
mortgages and mortgage securities
that are at the heart of the financial
crisis. Although the Treasury De-
partment would in turn hire asset
managers to buy and dispose of as-
sets, political responsibility for
overseeing those contractors would
lie with a new Treasury secretary, as-
suming the plan is approved by Con-
gress.

Earlier this week, the deputy di-
rector of the White House Office of
Management and Budget, Clay
Johnson, who is leading the Bush ad-
ministration’s efforts to prepare the
next administration to take office,
testified before a House panel that
the administration has designated
transition coordinators at all fed-

eral agencies and that administra-
tion officials have met with repre-
sentatives of both major-party can-
didates to encourage them to begin
planning for an effective transition.

“If we’ve learned anything from
the past two weeks, it’s that the fi-
nancial crisis transforms itself at
warp speed,” Donald F. Kettl, a pro-
fessor of political science at the Uni-
versity of Pennsylvania who also tes-
tified at the hearing, said in an inter-
view. “We will need top officials, in
place and with decision-making au-
thority, ready to respond instantly.”

Neither U.S. presidential candi-
date is saying much about who they
would pick to lead Treasury or fill
critical jobs at the department. In
an interview with CNBC on Sunday,
Democratic candidate Sen. Barack
Obama said he would want the cur-
rent Treasury secretary, Henry Paul-
son, and other officials to be
“deeply involved in the transition
process.” He sidestepped a question
about whether he would ask Mr.
Paulson to stay past inauguration
day.

A spokesman for Republican
nominee Sen. John McCain said
“we’re not going to comment on po-
tential appointments, other than to
say Sen. McCain recognizes the im-
portance of the issue.” Asked
whether Mr. Paulson would con-
sider staying in his post past Jan. 20
if asked, a spokeswoman for the
Treasury secretary, Brookly
McLaughlin, referred back to Mr.
Paulson’s statement in August that
he looks forward to “doing other

things…next year.”
Ms. McLaughlin added that Mr.

Paulson has encouraged his senior
aides to work with the transition to
ensure a smooth handoff.

The agency’s transition team
will be managed by Jim Wilkinson,
Mr. Paulson’s chief of staff; Peter Mc-
Carthy, the assistant Treasury secre-
tary for management; and Ken
Carfine, a senior official in the de-
partment’s office of domestic fi-
nance and a 35-year Treasury De-
partment veteran.

Governance experts say plan-
ning an effective transition in ad-

vance of Election Day is more impor-
tant than ever, both because of the
number of jobs that require Senate
confirmation—more than
1,100—and the amount of time it
takes to get nominees confirmed.

Norman Ornstein, a congres-
sional expert at the American Enter-
prise Institute, a conservative Wash-
ington think tank, says the Senate
takes between nine and 10 months
on average to confirm appointees to
top positions at government agen-
cies, compared with about two
months during the Kennedy admin-
istration in the early 1960s.

“I don’t care who the president is…
that’s insane,” Mr. Ornstein says.
But drawing up transition plans car-
ries political risks for candidates. Af-
ter word leaked in July that Sen.
Obama had begun transition plan-
ning, Republicans attacked him as
presumptuous.

If recent history is any guide,
whoever succeeds Mr. Paulson may
have to rely heavily on the agency’s
career staff, at least initially. In
2001—when Mr. Bush began his
first term—the Senate took nearly
five months to confirm his nomi-
nees for deputy Treasury secretary
and undersecretary for domestic fi-
nance, and nearly three months to
confirm his nominee for Treasury’s
general-counsel post. A major rea-
son for those delays was the deci-
sion by then-Sen. Jesse Helms (R.,
N.C.) to block a vote on their candi-
dacies, to protest Customs Service
textile-trade rules that he said
would hurt his state.

“If past is prologue, the next pres-
ident is going to have their secre-
tary of the Treasury and the rest of
the cabinet in place on inauguration
day, but otherwise the cabinet secre-
taries will be home alone—they
won’t have their critical leadership
teams in place and won’t be as effec-
tive as they need to be,” said Max
Stier of the Center for Public Ser-
vice, a Washington nonprofit.

Even if the Senate takes its time
confirming nominees, the new presi-
dent’s appointees will be able to
work at their agencies in an advi-
sory mode.

LEADING THE NEWS
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By Kelly Evans

Even before the latest blows to
the U.S. financial system, sales of
new homes and orders for big-
ticket items were slowing sharply,
underscoring the precarious na-
ture of the nation’s economy.

The troubling data provide
“fresh evidence the economy is in
recession,” said Bernard Baumohl,
managing director of the Prince-
ton, N.J.-based Economic Outlook
Group.

Sales of new homes dropped by
a seasonally adjusted 11.5% in Au-
gust from the month before, the
Commerce Department said Thurs-
day, and the backlog of unsold
homes rose to a bloated
10.9-months’ supply at the current
sales pace.

New-home sales are often vola-
tile month to month and have been
hit hard by overbuilding in past
years; that has led to a glut of unsold
homes. Sales of existing homes, by
comparison, which make up 85% of
the overall market, slowed last
month to a lesser degree.

The data show that the housing
market was weakening even before
the latest flare-up in credit mar-
kets—which will likely depress ac-
tivity further as potential buyers
face more difficulty getting loans.

“Given the freezing up of the
credit market, we do anticipate that
the September and October data
will be frightening,” said Joseph
Brusuelas, chief economist at Merk
Investments in Palo Alto, Calif.

Meanwhile, a sharp decline in or-
ders for big-ticket items last month

shows a slowdown in business and
consumer spending—two key driv-
ers of economic growth—is already
under way.

New orders for durable goods—
items like cars, furniture and appli-
ances intended to last three years
or more—fell 4.5% in August to
$208.5 billion after posting gains
in the three prior months.

The drop in orders suggests buy-
ing activity from retailers and con-
sumers is already slowing. And the
manufacturing sector’s ability to rely
on strong foreign demand and export
growth to offset the slowing U.S.
economy may be short-lived as the
U.K., the euro zone and Japan all join
the U.S. in flirting with recession.

Meanwhile, labor-market condi-
tions continue to deteriorate. New
unemployment claims rose to a sea-
sonally adjusted level of 493,000
last week, the Labor Department
said, from a revised 461,000 the
week before.

The rise was due to new claims
in regions impacted by Hurricanes
Gustav and Ike, the government
said, but the underlying pace of un-
employment claims remains at lev-
els seen during past recessions.
The four-week average rose by
16,000 to 462,500. The total num-
ber of new and continuing claims
for the week ended Sept. 13 rose to
3.5 million, around one million
more than was seen at this time
last year.

Job losses are expected to inten-
sify over the next several months
as the shakeout from layoffs in fi-
nance and related industries
spreads and businesses remain un-
der pressure.
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Self-winding mechanical movement,
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Samuel Johnson,
reconsidered
A review of Peter Martin’s
biography > Page W6

By Peter Lattman

H
ERE’S one unexpected
fan cheering Lance Arm-
strong’s return to pro-
fessional cycling: Leh-
man Brothers Hold-

ings Inc.
The collapsed investment bank

recently agreed to make a large in-
vestment in a high-end bicycle-com-
ponents maker. That manufacturer
stands to benefit from Mr. Arm-
strong’s plan, announced Wednes-
day, to join a Kazakhstan-based rac-
ing team next year.

Team Astana uses components
made by a Chicago company called
SRAMCorp.Thatisbignewsinthecy-
cling world, given that Mr. Arm-
strongspent muchof hiscareer using
gears, brakes and other components
made by Shimano Inc. of Japan.

It is a jolt of good news for Leh-
man, whose private-equity arm, Leh-
man Brothers Merchant Banking,
struck a deal last month to buy 40%
of the company for about $200 mil-
lion. With its parent in Chapter 11
bankruptcy-court protection, the
unit is scrambling to close the deal.
Charlie Moore, a managing director
of Lehman Brothers Merchant Bank-
ing, said he is confident it will close
the first week of October.

Mr. Armstrong is investing sev-
eral million dollars into SRAM,
where he will serve as a technical ad-
viser. He has agreed to use SRAM
components when he races. A full
set of top-of-the-line SRAM road-
bike components retails for about
$2,000.

The competition for a stake in
SRAM had been hotly contested,
with about 20 private-equity firms—
including Bear Stearns Merchant

Banking, TA Associates Inc. and Car-
lyle Group LLC—taking a close look
at the company.

Lehman’s private-equity team
had a unique angle on the deal. The
head of the unit, Charlie Ayers, had
met Mr. Armstrong in the summer
of 2007 at a Rolling Stones concert
in Rome they were attending with a
mutual friend. When Lehman
started looking at SRAM, Mr. Ayers
emailed Mr. Armstrong asking if he
would be interested in helping Leh-
man take a look at the company.

As the sales process progressed,
Lehman offered Mr. Armstrong an
opportunity to co-invest. They also
discussed ways to expand Mr. Arm-
strong’s role, at which point Leh-
man introduced Mr. Armstrong to
SRAM’s co-founder and Chief Execu-
tive Stan Day.

Mr. Day said his choosing Leh-
man as a partner had little, if any-
thing, to do with Mr. Armstrong. Mr.
Day said he was initially wary of Mr.
Armstrong’s involvement, because
the seven-time Tour de France win-
ner had long used Shimano’s compo-
nents, and Mr. Day thought it would
be awkward to have him as an inves-
tor. Shimano is more than twice the

size of SRAM, which is expected to
generate roughly $500 million in
revenue this year.

But earlier this month, Mr. Arm-
strong surprised the cycling world—
and SRAM and Lehman Brothers—
when he announced that he will
come out of retirement and return
to competition.

“Thefunny thing, when we did the
deal with Lance we were unaware
thathewasplanningtoreturntocom-
petitive cycling,” said Lehman’s Mr.
Moore. “It’s serendipitous.”

Now that Mr. Armstrong is re-
turning to the sport and making the
switch to SRAM components, Mr.
Day is thrilled to have him on board.
“You’ve got the former world’s best
coming back and switching compo-
nents,” said Mr. Day. “What a vote of
confidence.”

Whether Mr. Armstrong can re-
turn to his victorious ways is an-
other issue. At a news conference
Wednesday, Mr. Armstrong was cir-
cumspect about his prospects. “Hon-
estly, I don’t know. I’ve been off the
bike three years,” said the 37-year-
old Mr. Armstrong. “ I have a fair bit
of confidence, but I don’t have that
kind of confidence, yet.”

Lehman’s a fan of Lance
Cycling star’s return
can help bank climb
financial mountain

Antwerp’s fashion rebels
get serious about business
Once low-key, avant-garde designers now think
globally. Preserving niche value > Pages W8-W9

Expat Life
Music: true agent
of globalization
> WSJ.com/ExpatLife

Harman’s new leader
is finding his own voice

Lance Armstrong at the Clinton Global Initiative in New York, where he announced
he is switching teams, and bicycle components, to the delight of Lehman Brothers.

MySpace adds music

WSJ.com

By Joann S. Lublin

Nearly15monthsaftertakingcom-
mandofHarmanInternationalIndus-
tries Inc., Chief Executive Officer
Dinesh Paliwal is stepping out of the
long shadow of the company’s co-
founder,formerleaderandnamesake.

Mr. Paliwal is closing factories,
dropping unprofitable product
lines, slashing new-product intro-
ductions and revamping the board
to revive the legendary maker of au-
dio components. Last week, he be-
gan Harman’s first-ever global ad-
vertising campaign for its 16
brands, which include Harman/Kar-
don, Infinity and JBL.

Executive succession is rarely
easy. The most difficult often in-
volve a highly successful founder.
That happened in recent years at
Dell Inc., Charles Schwab Corp. and
Nike Inc. Mr. Paliwal’s efforts to re-
shape the Stamford, Conn., com-
pany provoked repeated disagree-
ments with 90-year-old Sidney Har-
man, its largest individual share-
holder and its chairman until July.

What the 50-year-old veteran
of European engineering giant
ABB Ltd., found soon after his July
2007 arrival was a far cry from
what he expected. Harman, which
developed the first stereo receiver
and concert-hall loudspeaker, had
agreed to be acquired for $8 bil-
lion by Kohlberg Kravis Roberts &
Co. and Goldman Sachs Group Inc.
KKR co-founder Henry Kravis
wooed Mr. Paliwal, whom Harman
had pursued for months. The exec-
utive had “successfully run busi-
nesses in China, Switzerland and
the U.S.” for ABB, says Dennis
Carey, a Korn/Ferry International
recruiter and friend of Mr. Paliwal.

Before accepting, Mr. Paliwal
met with Dr. Harman. A prior outside
CEO clashed with Dr. Harman and
quit in August 2006 after less than
fourmonths.Mr.PaliwalsaysDr.Har-
man promised a free hand—assur-
ing him that “once you earn my trust,
I will move away.” Dr. Harman con-
firmed the substance of the meeting.

But 10 weeks after Mr. Paliwal ar-
rived, the buyout fell apart. Then the
credit crunch and economic slow-
down began hurting Harman’s busi-
ness, particularly with auto makers.
Profit tumbled 70% in the fourth
quarter endedJune30 as Harmanab-
sorbed the costs of custom design-
ing a record 13 “infotainment” sys-
tems for luxury car makers.

The new CEO and the strong-
willed chairman quickly locked
horns. Mr. Paliwal wanted to hire a
head of human resources. Dr. Har-
man considered the post unneces-
sary and told that to applicants. “A
very small corporate staff had been
my pride,” Dr. Harman says.

Mr. Paliwal prevailed, but other
run-ins followed. Dr. Harman
phoned three or four times a day—
occasionally at odd hours—to offer
advice and seek business updates.
Dr. Harman says checking fre-

quently on the company “was as nat-
ural as brushing my teeth.”

After several months of fre-
quent calls, Mr. Paliwal confronted
Dr. Harman. “I told him, ‘I don’t
need you to second guess me on ev-
erything because then I won’t be
the CEO anymore. I will be your
puppet,’ ” Mr. Paliwal remembers.
He agreed to meet with Dr. Harman
at his Washington, D.C., office
once every two weeks, a practice
that continues.

During a briefing last September,
Mr. Paliwal sought Dr. Harman’s
blessing to propose closing a U.S.
plant. It was a risky move. The com-
pany, begun in 1953 with just $10,000
fromitstwofounders,hadnevershut-
tered a major facility. Colleagues had
warnedMr.Paliwalthat evenbroach-
ing the subject could cost his job.

The meeting was a bit tense. Dr.
Harman insisted on seeing the plant-
closing plan before it was presented
to the board. He later endorsed the
shutdown of four of Harman’s 12
U.S. facilities, which idled about 500
of its about 3,500 U.S. workers.

Then, Mr. Paliwal said he wanted
to write the monthly operational re-
port for the board, which Dr. Harman
had penned for 21 years. Dr. Harman
resisted, but Mr. Paliwal insisted.
“Does the board need so much de-
tail?” Dr. Harman asked after reading
Mr. Paliwal’s first report in October.

The board likes the additional
details. “We learned a lot more
about the business” from Mr. Pali-
wal than “anything we had ever
gotten from Sid,” recollects Ed-
ward H. Meyer, an outside director
and former head of ad agency Grey
Global Group Inc. “We were deal-
ing with a situation where the
founder recognizes the need to
pull back, but he does it with psy-
chological reluctance.”

Mr. Paliwal strengthened his con-
trol by reshaping the board. Among
those replaced was Gina Harman,
the founder’s daughter. She later re-
signed her post as president of its
Consumer Division. Five of its nine
members have joined since July
2007. Dr. Harman and 83-year-old
lawyer Shirley M. Hufstedler will
leave the board in December.

Despite Harman’s problems, the
revamped board believes Mr. Pali-
wal “is doing all the things that a
first-class CEO of a global corpora-
tion should do,” Mr. Meyer says.

Mr. Paliwal continues to break
with tradition. This month, he
opened an engineering center in
India, Harman’s first in Asia.
Some European workers worried
about job losses. Mr. Harman met
with union officials in Germany to
reassure them that no jobs were
being transferred and that the In-
dia center would handle much less
sophisticated work.

“Inacompanywith55to60yearsof
founder-driven mentality, lots of sa-
cred cows get perpetuated,” says Mr.
Paliwal,agenialbutintensenativeofIn-
dia.“Andnoonewantstotacklethem.”

By Amol Sharma

Social-networking site MySpace
introduced music features that let us-
ers listen to free streaming audio,
purchase song downloads and make
playlists, the products of a joint ven-
ture with major record labels.

The moves make MySpace the
latest challenger to Apple Inc.’s dom-
inance in online music distribution.
The new features will be accessible
on MySpace user profile pages as
well as the MySpace Music page.

The four major music compa-
nies, EMI Group Ltd., Warner Mu-
sic Group Corp., Vivendi SA’s Uni-
versal Music Group and Sony BMG
Music Entertainment, a joint ven-
ture of Sony Corp. and Bertelsmann
AG, have licensed their catalogs to
MySpace and are equity partners in

the venture. MySpace will also li-
cense content from Orchard Enter-
prises NY Inc.’s Orchard, an indepen-
dent music distributor.

It remains to be seen if the initia-
tive will help MySpace, which was
purchased by News Corp. for
$580 million in 2005, in its efforts
to wring more revenue from its 120
million site visitors world-wide and
gain an edge on rival Facebook Inc.
Free audio streams will be sup-
ported through advertisements,
and MySpace will take a cut of down-
loads through a partnership with
Amazon.com Inc. (News Corp. owns
Dow Jones & Co., publisher of The
Wall Street Journal.)

About 35 million MySpace users
routinely visit pages that feature
music. Besides selling ads and song
downloads, MySpace also plans to

eventually link up with partners to
sell artist merchandise and tickets
to concerts. All of this will benefit
big and small artists, said Amit
Kapur, MySpace’s chief operating of-
ficer. “We’re not only going to be
their home on the Web,” he said.
“We’re going to be the place they
make a living.”

MySpace faces some stiff compe-
tition. Apple’s iTunes store has
roughly 80% of the market for music
downloads, according to the com-
pany. There are also several compa-
nies that already offer free stream-
ing music, including Imeem Inc.

The four initial sponsors of the
MySpace Music site are McDonald’s
Corp., Sony Pictures,StateFarmMu-
tual Automobile Insurance Co. and
Toyota Motor Corp. To keep ad rates
higher than they historically have
been, MySpace is limiting the num-
ber of slots for ads on the music site.
 —Ethan Smith

contributed to this article.
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M
ICROSOFT Corp. will
cut the price of its
low-end Xbox 360

model in four markets in Asia
on Oct. 1 to boost sales for
the videogame console ahead
of the holiday season.

The move is the latest in a
series of price cuts an-
nounced by the U.S. technol-
ogy giant to broaden its mar-
ket base and keep the pres-
sure up on Japanese rivals

Nintendo Co., maker of the Wii console, and Sony
Corp., maker of PlayStation 3. The size of the price
cut for the entry-level Xbox 360 Arcade model,
which doesn’t come with a hard drive, varies among
the four markets: Hong Kong, Singapore, South Ko-
rea and Taiwan. —Se Young Lee

Microsoft to trim price
of Xbox 360 next month

A
GROWING number of
Europeans don’t bother
to buy landline phone

service for their homes, rely-
ing instead on their mobile
phones, the European Com-
mission said.

About a quarter of Euro-
pean Union households have
only a mobile phone, the EU’s
executive arm said. One rea-
son is that monthly line
rental for fixed phones costs

more on average than a prepaid mobile-phone pack-
age, it said.

Cellphones, which first outnumbered human be-
ings in Europe in 2006, did that by an even greater
margin in 2007: nearly 112 phones for every 100 peo-
ple, the commission said. —Associated Press

A
ss

oc
ia

te
d 

Pr
es

s

Sh
ut
te
rs
to
ck

G
OODYEAR
Tire & Rubber
Co. will draw

$600 million from
its credit lines be-
cause of an inability
to access some U.S.
cash investments,
more than half of
which are held in a

troubled money-market fund.
The company also said finalization of a trust to

handle current and future retirees’ health benefits
is at hand, allowing Goodyear to remove $1.2 billion
in liabilities from its balance sheet.

Goodyear said it will use the $600 million to sup-
port seasonal needs and enhance cash liquidity. The
amount covers $360 million locked in the Reserve
Primary Fund. —John Kell
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Members of the anti-ad group Les Deboulonneurs deface ads and hope to
encourage the French government to ban large billboards.

France’s billboards get a coating of protest
Outdoor-ad firms
fight a culture war;
‘heroes one day’?

By Kirsten Bienk

And Hilde Arends

HAMBURG—Shares in German
retail and tourism company Arcan-
dor AG on Thursday plunged to an
all-time low amid uncertainty about
a new refinancing deal and worries
it might be forced to sell assets at
knockdown prices.

Arcandor shares closed down
30% at Œ2.50 ($3.66). The stock has
fallen about 36% in the past four
weeks.

The company’s announcements
in the past few days have confused
investors. On Wednesday morning,
Arcandor said it reached a refinanc-
ing agreement with its banking con-
sortium and added it wouldn’t sell a
52% stake in tourism unit Thomas

Cook Group PLC.
Wednesday evening, the compa-

ny’s executive board issued a state-
ment saying “that in connection with
the currently agreed financing struc-
ture, it is still reviewing its holding
structure, including the possibility
of raising funds by reducing the level
of ownership in Karstadt Warenhaus
GmbH and Thomas Cook.” The
Karstadt department-store unit is
fully owned by Arcandor. Thomas
Cook closed down 4% in London.

Analyst Hans-Peter Kuhlmann of
Landesbank Baden-Württemberg
said the company’s holdings might
be sold below their long-term value
because of the current financial mar-
ket turmoil. He said the company’s
announcement late Wednesday
shows its executive board may have

more concessions during the negoti-
ations than previously disclosed,
and that the retailer’s financial situ-
ation looks worse than admitted so
far. Mr. Kuhlmann said he would wel-
come a reduction of the company’s
stake in Karstadt as it would reduce
the company’s risk potential. But
finding a buyer won’t be easy, he
added.

Thilo Kleibauer of M.M. Warburg
said the company’s inconsistent
messages on the issue bring into
question the reliability of the compa-
ny’s announcements on its strategy
so far.

German financial watchdog Ba-
fin said Thursday that it is looking
into Arcandor share-price move-
ments as part of a routine proce-
dure. A spokeswoman said Bafin is

looking into trading activities and
the company’s disclosure.

An Arcandor spokesman de-
clined to comment.

Arcandor shares hit all-time low

More Europeans abandon
landlines for cellphones

By Max Colchester

Paris

O N FRIDAY, Alex Baret plans to
board a train to central Paris,
pull out a can of spray paint

and deface a billboard, as he has
done every last Friday of the month
for more than two years. The slogan
he prefers to leave scrawled on his
targets: Harcèlement Publicitaire, or
Harassment by Advertising.

The 34-year-old musician, who
lives in the city’s suburbs, hopes such

acts of vandalism
will encourage the
French government

to ban large billboards, which he says
“force messages onto unsuspecting
passersby and ruin the landscape.”
Just a handful of protesters join Mr.
Baret in his monthly graffiti blitzes,
but scores of sympathizers typically
gather to watch. And he has rallied
several French philosophers and in-
tellectuals to his cause.

His campaign is part of France’s
love-hate relationship with advertis-
ing. Though much of the French pub-
lic doesn’t like outdoor ads—58%,
according to a 2007 poll—France is
also home to some of the biggest ad-
vertising firms in the world, includ-
ing Publicis and JCDecaux.

Hostility toward advertising is
deeply rooted in France’s history,
says Publicis Chief Executive Mau-
rice Levy. “We have a culture” that
doesn’t “like commerce….This goes
back to the Middle Ages,” he says.
Ads are a “scapegoat” for people
looking to reject certain forms of
capitalism, he adds.

Because of their prominence, bill-
boards are obvious targets for
French anticapitalist sentiment,
says Philippe Legendre, the acting
director of the Institute of Research
and Advertising Studies in France.

But distaste for outdoor ads isn’t
uniquely French; small groups of
protesters are active in other coun-
tries, too. In Belgium, Ad Hiders ob-
scures billboards by covering them

with plastic sheets. In New York, the
Anti-Advertising Agency, which has
about 20 members, frequently
paints over outdoor poster ads with
black paint, focusing on ads hung il-
legally around city construction
sites. It also works to replace out-
door ads with art.

The protests come at a time when
outdoor advertising has already lost
some of its luster with marketers.
Though Œ1.1 billion ($1.6 billion), or
10% of France’s annual ad revenues,
come from outdoor ads, their num-
ber has declined by 50% over the
past 20 years. The business also is
suffering from France’s decision

last year to allow retailers to adver-
tise on national television.

Protesters have damaged the im-
age of outdoor advertising, says Eti-
enne Reignoux, head of marketing at
Clear Channel France, a unit of U.S.
outdoor-advertising firm Clear
Channel Outdoor Holdings. “I can’t
argue with them, except that if [bill-
boards] allow companies to finance
services, such as bus stops, this is giv-
ing something back,” he said.

The protests, he adds, are too
small to hurt outdoor-ad compa-
nies’ bottom lines.

Mr. Baret says the seeds for his
protest were sewn in the spring of
1997, when he was riding the Paris
subway and he looked up at an ad. “I
suddenly thought: ‘I am in a
prison,’ ” he says. “I saw the slogan,
the lies, and it disgusted me.”

Eight years later, Mr. Baret, who
plays the double bass, helped form
Les Deboulonneurs—”the debunk-
ers”—a group with 100 to 300 active
members that lobbies to limit indi-
vidual ads to roughly 70 centime-
ters high by 50 centimeters wide.
French billboards tend to be smaller
and less well-lit than their U.S. coun-
terparts. But each municipality can
decide limits on ad size.

Bernard Stiegler, director of the

department of cultural develop-
ment at Paris’s Centre Pompidou, re-
cently offered to defend Mr. Baret as
a witness in a case the state brought
against him for destruction of pri-
vate property. Mr. Stiegler says Mr.
Baret’s group is “responsible” and is
holding advertisers to account for
their excesses. “They are protecting
the ad industry from itself,” he says.
“They will be heroes one day.”

In 2003, hundreds of demonstra-
tors fanned out in towns across
France and defaced thousands of
ads. Companies including Publicis
unit Métrobus filed lawsuits against
62 people. Mr. Baret was one of
those charged, and was ordered to
pay Œ2,500 in compensation. But he
says Les Deboulonneurs “don’t
care” if they get arrested, and even
warns the police of his actions be-
forehand. Some protest groups, how-
ever, stick to legal activities.

The industry is remaining stoic.
“There is no point rolling around on
the floor crying,” says Stephané Dot-
telonde, president of the French
Union for Outdoor Advertising.
“You have to respect that these
groups exist.”

 —Suzanne Vranica in New York
contributed to this article.
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Arcandor
On the Frankfurt Stock Exchange
Thursday’s close: Œ2.50, down 30%
52-week change: down 89%
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Goodyear credit-line draw
will total $600 million
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Currencies London close on Sept. 25 Per In
AMERICAS Per euro In euros U.S. dollar U.S. dollars

Argentina peso-a 4.5597 0.2193 3.1088 0.3217

Brazil real 2.6890 0.3719 1.8334 0.5454
Canada dollar 1.5158 0.6597 1.0335 0.9676

1-mo. forward 1.5147 0.6602 1.0328 0.9683
3-mos. forward 1.5141 0.6604 1.0324 0.9687
6-mos. forward 1.5145 0.6603 1.0326 0.9684

Chile peso 790.62 0.001265 539.05 0.001855
Colombia peso 3101.34 0.0003224 2114.50 0.0004729

Ecuador US dollar-f 1.4667 0.6818 1 1
Mexico peso-a 15.8077 0.0633 10.7777 0.0928
Peru sol 4.3407 0.2304 2.9595 0.3379
Uruguay peso-e 30.654 0.0326 20.900 0.0478
U.S. dollar 1.4667 0.6818 1 1
Venezuela bolivar 3149.44 0.000318 2147.30 0.000466
ASIA-PACIFIC
Australia dollar 1.7550 0.5698 1.1965 0.8358
China yuan 9.9987 0.1000 6.8172 0.1467
Hong Kong dollar 11.4014 0.0877 7.7735 0.1286
India rupee 67.571 0.0148 46.070 0.0217
Indonesia rupiah 13747 0.0000727 9373 0.0001067
Japan yen 155.99 0.006411 106.36 0.009402

1-mo. forward 155.50 0.006431 106.02 0.009432
3-mos. forward 154.56 0.006470 105.38 0.009490
6-mos. forward 153.37 0.006520 104.57 0.009563

Malaysia ringgit-c 5.0264 0.1990 3.4270 0.2918
New Zealand dollar 2.1437 0.4665 1.4616 0.6842
Pakistan rupee 114.403 0.0087 78.000 0.0128
Philippines peso 68.224 0.0147 46.515 0.0215
Singapore dollar 2.0864 0.4793 1.4225 0.7030
South Korea won 1698.88 0.0005886 1158.30 0.0008633
Taiwan dollar 46.942 0.02130 32.005 0.03125
Thailand baht 49.772 0.02009 33.935 0.02947
EUROPE
Euro zone euro 1 1 0.6818 1.4667

1-mo. forward 0.9997 1.0003 0.6816 1.4672
3-mos. forward 0.9999 1.0001 0.6818 1.4668
6-mos. forward 1.0026 0.9974 0.6836 1.4629

Czech Rep. koruna-b 24.449 0.0409 16.670 0.0600
Denmark krone 7.4598 0.1341 5.0861 0.1966
Hungary forint 239.92 0.004168 163.58 0.006113
Malta lira 0.4297 2.3275 0.2929 3.4137
Norway krone 8.2685 0.1209 5.6375 0.1774
Poland zloty 3.3358 0.2998 2.2744 0.4397
Russia ruble-d 36.650 0.02728 24.988 0.04002
Slovak Rep. koruna 30.2844 0.03302 20.6480 0.04843
Sweden krona 9.6607 0.1035 6.5867 0.1518
Switzerland franc 1.5929 0.6278 1.0861 0.9208

1-mo. forward 1.5902 0.6288 1.0842 0.9223
3-mos. forward 1.5857 0.6306 1.0811 0.9250
6-mos. forward 1.5818 0.6322 1.0785 0.9273

Turkey lira 1.8092 0.5527 1.2335 0.8107
U.K. pound 0.7943 1.2589 0.5416 1.8465

1-mo. forward 0.7950 1.2579 0.5420 1.8450
3-mos. forward 0.7966 1.2554 0.5431 1.8413
6-mos. forward 0.8008 1.2487 0.5460 1.8315

MIDDLE EAST/AFRICA
Bahrain dinar 0.5530 1.8082 0.3771 2.6521
Egypt pound-a 8.0012 0.1250 5.4553 0.1833
Israel shekel 4.9593 0.2016 3.3813 0.2957
Jordan dinar 1.0390 0.9625 0.7084 1.4116
Kuwait dinar 0.3922 2.5496 0.2674 3.7394
Lebanon pound 2202.98 0.0004539 1502.00 0.0006658
Saudi Arabia riyal 5.5069 0.1816 3.7546 0.2663
South Africa rand 11.9137 0.0839 8.1228 0.1231
United Arab dirham 5.3874 0.1856 3.6732 0.2722
SDR -f 0.9315 1.0735 0.6351 1.5746

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central
Bank rate f-Special Drawing Rights from the International Monetary Fund ; based on ex-
change rates for U.S., British and Japanese currencies.
Note:Basedon tradingamongbanks inamountsof$1millionandmore,asquotedbyThomsonReuters.

Dow Jones and Dow Jones Stoxx Indexes

2.80% 12 World -a %% 237.43 1.48% –23.1% 4.44% 16 U.S. Select Dividend -b %% 774.94 1.35% –15.1%

2.83% 12 Stoxx Global 1800 211.70 1.06% –25.7% 231.93 1.09% –23.0% 4.08% 15 Infrastructure 1468.70 –0.22% –21.6% 2057.31 –0.03% –18.6%

3.43% 11 Stoxx 600 271.00 2.01% –28.3% 296.90 2.04% –25.7% 1.92% 11 Luxury 818.50 0.31% –31.9% 1019.55 0.50% –29.3%

3.52% 11 Stoxx Large 200 292.80 2.24% –27.9% 319.08 2.27% –25.3% 1.61% 10 BRIC 50 355.00 –1.39% –30.3% 497.31 –1.20% –27.6%

2.87% 13 Stoxx Mid 200 239.60 1.09% –29.4% 260.99 1.12% –26.8% 8.99% 5 Africa 50 840.10 –0.77% –19.7% 783.40 –0.58% –16.6%

3.17% 11 Stoxx Small 200 150.20 0.64% –31.4% 163.58 0.66% –28.8% 6.74% 9 GCC 40 813.80 –1.46% –12.7% 757.66 –1.43% –9.5%

3.41% 10 Euro Stoxx 300.20 2.24% –28.6% 328.86 2.27% –26.0% 3.44% 10 Sustainability 866.90 0.68% –26.9% 1077.76 1.10% –23.9%

3.51% 10 Euro Stoxx Large 200 322.50 2.50% –28.8% 351.14 2.52% –26.2% 2.29% 12 Islamic Market -a %% 1972.42 1.43% –18.8%

2.88% 13 Euro Stoxx Mid 200 270.60 1.03% –27.1% 294.50 1.05% –24.4% 2.62% 11 Islamic Market 100 1694.40 0.88% –22.2% 2135.27 1.29% –19.0%

3.02% 12 Euro Stoxx Small 200 164.90 1.02% –29.2% 179.36 1.05% –26.6% 6.18% 7 Islamic Turkey -c 2365.70 2.46% –21.7% % %

7.99% 7 Stoxx Select Dividend 30 1764.30 2.68% –43.9% 2214.83 2.70% –41.8% 2.16% 17 Wilshire 5000 %% 12276.81 1.19% –20.3%

5.40% 7 Euro Stoxx Select Div 30 2068.70 3.05% –37.8% 2606.95 3.08% –35.5% % DJ-AIG Commodity 167.20 –0.24% –4.4% 178.07 –0.21% –0.9%

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

MSCI indexes
Developed and emerging-market regional and country indexesfrom MSCI Barra
as of September 24, 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* 310.27 –0.39% –23.1% –20.7%

2.90% 14 World (Developed Markets) 1,244.03 –0.45% –21.7% –20.3%

2.60% 15 World ex-EMU 144.62 –0.34% –20.1% –19.6%

2.70% 14 World ex-UK 1,236.77 –0.40% –21.1% –19.6%

3.70% 11 EAFE 1,685.92 –0.75% –25.2% –22.9%

2.70% 12 Emerging Markets (EM) 831.30 0.12% –33.3% –23.5%

4.20% 10 EUROPE 92.77 –0.60% –27.2% –29.3%

4.30% 10 EMU 198.27 –1.04% –29.1% –23.7%

4.00% 11 Europe ex-UK 101.35 –0.65% –27.3% –28.1%

5.70% 8 Europe Value 105.55 –0.35% –30.4% –34.2%

2.70% 14 Europe Growth 79.32 –0.84% –24.1% –24.3%

3.30% 12 Europe Small Cap 154.38 –0.54% –28.3% –36.7%

2.40% 9 EM Europe 297.86 2.07% –38.1% –29.2%

4.50% 10 UK 1,512.42 –0.78% –21.3% –19.9%

3.60% 12 Nordic Countries 143.48 –0.95% –30.4% –33.3%

1.60% 8 Russia 869.93 3.15% –42.1% –27.2%

3.30% 14 South Africa 620.61 0.00% –13.0% –11.2%

3.50% 13 AC ASIA PACIFIC EX-JAPAN 352.83 0.15% –33.4% –25.6%

1.90% 15 Japan 736.22 –0.12% –21.7% –27.9%

2.30% 15 China 48.72 0.32% –42.9% –34.5%

1.10% 17 India 542.69 0.80% –36.5% –12.0%

2.20% 10 Korea 414.03 0.73% –19.9% –18.1%

5.30% 12 Taiwan 239.74 –1.24% –28.2% –31.0%

2.10% 18 US BROAD MARKET 1,307.52 –0.36% –18.0% –18.4%

1.50% 35 US Small Cap 1,764.29 –1.46% –11.1% –14.1%

2.50% 12 EM LATIN AMERICA 3,324.77 –0.65% –24.4% –9.7%

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

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

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

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

Corn (cents/bu.) CBOT 558.25 –4.75 –0.84% 799.25 258.50
Soybeans (cents/bu.) CBOT 1183.00 –4.00 –0.34 1,636.75 622.00
Wheat (cents/bu.) CBOT 736.25 6.00 0.82% 1,284.25 430.00
Live cattle (cents/lb.) CME 102.625 –1.575 –1.51 115.325 96.900
Cocoa ($/ton) ICE-US 2,740 –17 –0.62 3,273 1,845
Coffee (cents/lb.) ICE-US 137.60 1.95 1.44 178.90 123.40
Sugar (cents/lb.) ICE-US 14.55 0.45 3.19 15.85 9.89
Cotton (cents/lb.) ICE-US 61.66 0.31 0.51 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,280.00 –38 –1.64 3,665 2,020
Cocoa (pounds/ton) LIFFE 1,530 1 0.07 1,706 979
Robusta coffee ($/ton) LIFFE 2,179 19 0.88 2,747 1,711

Copper (cents/lb.) COMEX 313.45 2.80 0.90 404.50 220.00

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

Gold ($/troy oz.) COMEX 882.00 –13.00 –1.45 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1327.50 –16.50 –1.23 2,155.00 601.00
Aluminum ($/ton) LME 2,485.00 –27.50 –1.09 3,340.00 2,390.00
Tin ($/ton) LME 17,350.00 –200.00 –1.14 25,450 14,545
Copper ($/ton) LME 6,865.00 –125.00 –1.79 8,811.00 6,335.00
Lead ($/ton) LME 1,955.00 –63.00 –3.12 3,875.00 1,564.00
Zinc ($/ton) LME 1,783.50 –7.50 –0.42 3,169.50 1,638.00
Nickel ($/ton) LME 16,900 –125 –0.73 34,050 16,750

Crude oil ($/bbl.) NYMEX 108.02 2.29 2.17 148.47 57.75
Heating oil ($/gal.) NYMEX 3.0483 0.0213 0.70 4.2500 1.9895
RBOB gasoline ($/gal.) NYMEX 2.6475 0.0769 2.99 3.5475 1.9605
Natural gas ($/mmBtu) NYMEX 7.931 0.023 0.29 13.998 4.750
Brent crude ($/bbl.) ICE-EU 105.55 2.25 2.18 150.12 54.51
Gas oil ($/ton) ICE-EU 962.75 –16.50 –1.68 1,357.50 739.00

Source: Thomson Reuters; WSJ Market Data Group

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

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

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

 11 EUROPE DJ Stoxx 600 271.01 5.35 2.01% –25.7% –28.3%

 11 DJ Stoxx 50 2761.75 71.21 2.65 –25.0% –27.7%

 10 Euro Zone DJ Euro Stoxx 300.18 6.58 2.24 –27.7% –28.6%

 10 DJ Euro Stoxx 50 3207.11 87.28 2.80 –27.1% –26.9%

 9 Austria ATX 3104.61 –19.22 –0.62% –31.2% –31.7%

 9 Belgium Bel-20 2906.24 40.07 1.40 –29.6% –32.8%

 12 Czech Republic PX 1300.6 17.5 1.36 –28.3% –28.4%

 13 Denmark OMX Copenhagen 361.61 2.84 0.79 –19.4% –24.3%

 10 Finland OMX Helsinki 7428.67 102.28 1.40 –36.0% –39.6%

 10 France CAC-40 4226.81 112.27 2.73 –24.7% –26.3%

 12 Germany DAX 6173.03 120.16 1.99 –23.5% –21.4%

 … Hungary BUX 19129.73 550.55 2.96 –27.1% –32.2%

 3 Ireland ISEQ 3826.18 51.25 1.36 –44.8% –50.9%

 8 Italy S&P/MIB 27573 644 2.39 –28.5% –31.2%

 6 Netherlands AEX 369.35 8.73 2.42 –28.4% –31.9%

 8 Norway All-Shares 407.41 –2.78 –0.68 –28.5% –28.9%

 17 Poland WIG 38400.15 914.04 2.44 –31.0% –37.1%

 11 Portugal PSI 20 8235.77 57.29 0.70 –36.7% –31.3%

 … Russia RTSI 1304.99 –10.44 –0.79% –43.0% –36.8%

 10 Spain IBEX 35 11438.6 325.7 2.93% –24.7% –21.6%

 15 Sweden OMX Stockholm 264.94 6.08 2.35 –24.7% –32.1%

 13 Switzerland SMI 6945.49 165.15 2.44 –18.1% –21.8%

 … Turkey ISE National 100 36361.84 1184.73 3.37 –34.5% –33.1%

 10 U.K. FTSE 100 5197.02 101.45 1.99 –19.5% –19.9%

 12 ASIA-PACIFIC DJ Asia-Pacific 118.31 –1.48 –1.24 –25.2% –27.9%

 … Australia SPX/ASX 200 4927.4 –54.5 –1.09 –22.3% –24.6%

 … China CBN 600 17643.10 628.08 3.69 –57.4% –57.8%

 12 Hong Kong Hang Seng 18934.43 –27.56 –0.15 –31.9% –30.0%

 15 India Sensex 13547.18 –145.34 –1.06 –33.2% –21.0%

 … Japan Nikkei Stock Average 12006.53 –108.50 –0.90 –21.6% –28.7%

 … Singapore Straits Times 2444.24 –33.36 –1.35 –29.5% –33.1%

 11 South Korea Kospi 1501.63 5.65 0.38 –20.8% –22.8%

 13 AMERICAS DJ Americas 314.97 6.97 2.26 –16.4% –19.1%

 … Brazil Bovespa 51314.04 1471.05 2.95 –19.7% –15.2%

 12 Mexico IPC 25588.78 644.53 2.58 –13.4% –16.2%

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

 Sources: Thomson Reuters; WSJ Market Data Group

GLOBAL MARKETS LINEUP

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

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.
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Norsk Hydro, Brazil’s Vale
to build alumina refinery

A400M flight is shelved
EADS says problems
with engines require
an indefinite delay

By Paul Glader

And Bob Sechler

General Electric Co. lowered
its earnings forecast for the sec-
ond time in six months, trimmed
its borrowing plans, froze its divi-
dend and suspended its stock-buy-
back program as the financial cri-
sis hit its bottom line.

The Fairfield, Conn., conglomer-
ate said it expects third-quarter
earnings of 43 cents to 48 cents a
share, down from its July forecast

of 50 cents to 54 cents a share. GE
lowered its forecast for the full
year, to $1.95 to $2.10 per share,
from an already reduced $2.20 to
$2.30 a share. That translates into
as much as $2 billion less profit for
the year. It marked the first time
since 2002 that the company low-
ered financial projections ahead of
its quarterly earnings release.

“We’ve never seen really a time
of volatility like we have seen in
the last month or so,” said Chief Ex-
ecutive Jeffrey Immelt. The com-
pany also issued a projection that
difficult conditions in the finan-
cial-services markets “are not
likely to improve in the near fu-
ture.”

In response, GE said it was tak-
ing a series of steps to rein in and
ultimately shrink its big finance
unit, GE Capital, which last year ac-
counted for roughly 45% of profits.
GE said it would curb borrowing at
the unit for the rest of the year and

aim for the unit to provide 40% of
earnings by the end of next year.

GE shares rose $1.51, or 6.1%, to
$26.10 on the New York Stock Ex-
change Thursday, suggesting in-
vestors had expected bad news
and feared even worse. The compa-
ny’s shares also benefited from the
broader rally spurred by expecta-
tions that the U.S. Congress will ap-
prove a financial-bailout measure.

GE said the earnings shortfall
was almost exclusively at the finan-
cial unit. It said it expects third-

quarter earnings from its indus-
trial operations to rise 10% to 15%,
compared with a year earlier.

GE is considered a bellwether
for the broader economy. Al-
though the profit warning was gen-
erally considered as bad news,
some investors apparently found
relief in the minimal impact in the
industrial businesses.

“Many folks are saying we are
going into a slower environment,
not only in this country but world-
wide,” said Peter Klein, a portfolio
manager at Fifth Third Asset Man-
agement Inc. “GE does have a lot of
exposure internationally. I think
you have to be very conservative in
your outlook for 2009.”

The downturn in GE’s financial
business appears to have several
causes: consumers who are slower
to pay their bills, businesses that
may have trouble repaying loans,
and declines in the commercial-real-
estate market.

Chief Financial Officer Keith
Sherin said GE may have trouble
completing some real-estate sales
in the third quarter. The company
plans to reduce its commercial-real-
estate holdings to “below $80 bil-
lion in 2009,” from about $90 billion
today.

“It’s performing well,” he said.
“But the size is something investors
have expressed concerns about.”

Consumer delinquencies, which
primarily affect GE’s credit-card
business, are “running into levels of
some of the worst economic periods
that we have seen,” Mr. Sherin said.
He said GE won’t be able to sell its
$30 billion U.S. private-label credit-
card business in the near future, as
it had planned.

To preserve capital at its finan-
cial business, GE said it would re-
duce the share of profits that the
unit hands over to the parent com-
pany. GE also said it was suspending
its $15 billion stock-buyback pro-
gram and would freeze its dividend
at 31 cents a quarter through the
end of 2009. If the payment isn’t in-
creased next year, that would end a
32-year streak of annual increases.

Mr. Immelt said GE was taking
steps that “investors expect from a
triple-A rated company.” GE is one
of only six industrial companies
whose bonds are rated triple-A by
major ratings firms.

GE also said it would curb long-
term and short-term borrowing at
the finance unit, suspending plans
to sell $10 billion in long-term debt
in the fourth quarter and reducing
sales of short-term commercial pa-
per to less than 15% of the unit’s
debt.

“We’re taking the steps we need
to maintain a safe profile,” Mr.
Sherin said.

GE cuts forecast, freezes dividend

Northwest’s unions face
tough reception at Delta

GE said the earnings shortfall was almost
exclusively at the financial unit. It said it
expects third-quarter earnings from its
industrial operations to rise 10% to 15%.
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The flight of the Airbus A400M military airlifter has been delayed indefinitely
because the engine’s propulsion system isn’t available.

CORPORATE NEWS

A WSJ NEWS ROUNDUP

European Aeronautic Defence &
Space Co. said the first flight of the
Airbus A400M military airlifter,
which had been planned before the
end of the year, has been delayed in-
definitely. The company said the de-
lay was due to the “unavailability of
the propulsion system.”

Makers of the turboprop engine
that will power Airbus’s A400M
said the problems with the propul-
sion system are with the control
software and not the engine itself.

In a statement, French engine
maker Safran SA said EuroProp In-
ternational, or EPI, the four-com-
pany consortium that is building
the engines, has delivered eight en-
gines for the first two test aircraft
to Airbus Military, the Airbus divi-
sion developing the airlifter.

Safran’s partners in EPI are Rolls
Royce PLC of the U.K., Safran’s
Snecma Moteurs, MTU Aero En-
gines Holding AG of Germany and In-
dustria de Turbo Propulsores SA of
Spain. In a statement that Safran
said was designed to clarify the situa-
tion, the EPI partners said “the con-
trol software for the engines, also
covering control of the propeller

and the nacelle, which are the re-
sponsibility of Airbus Military, are
currently in the final phase of compli-
ance with civil aviation standards.”

“However, prior to the first flight
of the A400M, this software will inte-
grate adjustments following the
completion of engine test flights on
a C-130. These tests, which are un-
der the responsibility of Airbus Mili-
tary, have not yet started.”

EPI delivered the test engine in
late 2007 and received flight-readi-

ness approval for the engine and as-
sociated software on the C-130 air-
craft in April, the statement said.

Separately, Japan’s All Nippon
Airways Co. said it agreed with Boe-
ing Co. that the first 787 jetliner will
be delivered next August, more than
a year behind schedule. ANA, sched-
uled to be the first customer for the
787, had initially expected the first
delivery in May of this year. The 787
program has been hampered by sup-
ply-chain glitches.

By Elizabeth Cowley

OSLO—Norsk Hydro ASA is
teaming up with Cia. Vale do Rio
Doce to build a $2.2 billion alumina
refinery in northern Brazil.

The long-awaited deal comes
amid rising world-wide demand for
lightweight recyclable metals such
as aluminum, especially from China.
Alumina is a white powder made
from bauxite that is critical to alumi-
num production.

The refinery, located near
Belem in Brazil’s Para state, will ini-
tially produce 1.86 million metric
tons of alumina a year, with space
to expand to as much as 7.4 million
tons a year. It is scheduled to start
up in 2011.

Norsk Hydro, based in Norway,
will hold a 20% stake in the plant
during the first phase of construc-
tion and has the option to buy the
same share of future expansions.
The deal builds on a memorandum
of understanding signed between
the companies in July 2007.

Norsk Hydro estimates that glo-
bal aluminum demand will rise 5%
to 6% a year for the next 10 years,

with China accounting for two-
thirds of the demand.

“To secure raw material for our
aluminum production is a key ele-
ment in Hydro’s growth strategy,”
Chief Executive Eivind Reiten said.
“A stake in a major alumina refinery
in this resource-rich area is a strate-
gically important step.”

DnB NOR analyst Gudmund Is-
feldt said the deal answers some of
the market’s questions relating to
Norsk Hydro’s upstream activities.
It gives a “better picture of the com-
pany,” he added.

Brazil-based Vale will deliver
bauxite for the project from its
mines in Paragominas, in Para state,
through capacity in the existing
bauxite slurry pipeline, which par-
tially supplies Alunorte, about five
kilometers from the planned refin-
ery. Alunorte, the world’s largest
alumina refinery, producing 6.3 mil-
lion tons of alumina a year, is
57%-owned by Vale and 34%-owned
by Norsk Hydro.

Construction of the refinery is ex-
pected to start in October, subject to
the approval of the companies’
boards.

By Susan Carey

As shareholders of Delta Air
Lines Inc. and Northwest Airlines
Corp. on Thursday separately ap-
proved a merger that would create
the world’s biggest airline, some
worried union leaders at Northwest
were gearing up for a battle over the
labor groups’ very survival at the
“new Delta.”

Culture clash is an issue after
any merger, but Atlanta-based Delta
and Northwest of Eagan, Minn.,
have a particularly wide gap to
bridge if antitrust regulators allow
the combination to proceed. Delta is
the only major U.S. carrier that is
predominantly nonunion, while the
vast majority of Northwest’s work-
ers have been union members for
generations.

Falling oil prices, prospects that
the industry may return to profitabil-
ity in 2009 and the financial
strengths of the new airline will only
make the unions’ sales pitch more
difficult. Nonunion workers tend to
be more receptive to collective bar-
gaining when times are tough.

Delta’s only big unionized group
is its pilots. Other employees have
chosen to remain unrepresented de-
spite various union organizing
drives over the years. “The employ-
ees at Delta have always had a
choice,” says Mike Campbell, Delta’s
executive vice president of human
resources and labor.

Northwest has a history of rancor-
ous labor relations and has withstood
two major strikes in the past decade.
Its pilots and Delta’s, both members
of the same union, already have ap-
proved a common labor contract and
agreed to put seniority integration
disputes to a mediator if they can’t
reach agreement on their own. Senior-
ity determines who gets the best jobs
and schedules and the highest pay.

But now, at least two other North-
west unions are concerned that
their members could lose their con-
tractual protections—and their

clout in negotiating seniority inte-
gration—if they don’t succeed after
the merger in getting their more-nu-
merous Delta counterparts to vote
for unionization.

Failure would also be a lost oppor-
tunity to grow. Unions have been los-
ing members and dues income to lay-
offs, bankruptcies and liquidations.

If Northwest workers don’t suc-
ceed, their unions will be decertified
as bargaining agents for the North-
west groups even though the employ-
ees have labor contracts that don’t
open for renewal for two years. Fed-
eral rules that govern labor relations
in the airline industry “do not con-
template having a minority group
represented in perpetuity by a
union,” says Delta’s Mr. Campbell.

In any case, he adds, seniority in-
tegration will be “fair and equita-
ble,” as the law requires, with em-
ployees on both sides—unionized or
not—able to form committees to ne-
gotiate for their respective interests.

The International Association of
Machinists union has been trying to
organize an estimated 22,000 Delta
ground workers since 2006. Federal
rules require a showing of interest
of at least 35% of the combined work
group to trigger an election. While
Delta has more workers than North-
west, Northwest’s union group eas-
ily meets that threshold.

The more difficult challenge, un-
der the same federal rules, is that
50% plus one of the eligible voters
must cast ballots. Failing to vote in
essence is a no vote. The union has a
campaign under way at Northwest
to warn its members that they all
need to vote when the time comes,
and persuade their Delta colleagues
to do the same.

The Association of Flight Atten-
dants, which represents 7,600 North-
west attendants, will have to take on
13,400 nonunion Delta attendants in
a third representation election, if
the smaller group can illustrate a
showing of interest from 35% of the
combined work group.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 30.40 $30.07 1.09 3.76%
Alcoa AA 18.50 24.92 –0.70 –2.73%
AmExpress AXP 7.20 37.83 0.33 0.88%
BankAm BAC 57.70 34.37 1.30 3.93%
Boeing BA 6.10 57.42 0.06 0.10%
Caterpillar CAT 7.40 61.96 0.22 0.36%
Chevron CVX 11.90 87.47 2.24 2.63%
Citigroup C 82.40 19.41 0.45 2.37%
CocaCola KO 11.50 51.46 1.27 2.53%
Disney DIS 12.60 32.47 0.70 2.20%
DuPont DD 9.20 42.61 –1.13 –2.58%
ExxonMobil XOM 29.90 80.67 2.64 3.38%
GenElec GE 96.30 25.68 1.09 4.43%
GenMotor GM 24.40 10.03 –0.32 –3.09%
HewlettPk HPQ 20.80 47.70 0.92 1.97%
HomeDpt HD 21.30 25.80 0.78 3.12%
Intel INTC 66.20 18.57 –0.13 –0.70%
IBM IBM 6.00 120.11 3.65 3.13%
JPMorgChas JPM 34.50 43.46 2.96 7.31%
JohnsJohns JNJ 13.50 69.36 1.17 1.72%
KftFoods KFT 10.40 33.01 0.41 1.26%
McDonalds MCD 8.40 62.27 0.84 1.37%
Merck MRK 13.90 32.37 0.90 2.86%
Microsoft MSFT 91.20 26.61 0.89 3.46%
Pfizer PFE 55.20 18.64 0.65 3.61%
ProctGamb PG 16.50 68.51 –0.23 –0.33%
3M MMM 5.10 69.73 1.16 1.69%
UnitedTech UTX 7.60 59.17 –0.46 –0.77%
Verizon VZ 15.70 32.05 0.77 2.46%
WalMart WMT 20.00 60.12 1.20 2.04%

Dow Jones Industrial AverageP/E: nil
LAST: 11022.06 s 196.89, or 1.82%

YEAR TO DATE: t 2,242.76, or 16.9%

OVER 52 WEEKS t 2,890.88, or 20.8%

 Note: Price-to-earnings ratios are for trailing 12 months
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Dow Jones Stoxx 50: Thursday’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

Barclays U.K. Banks $55.7 3.70 7.09% –37.1% –33.9%

Vodafone Grp U.K. Mobile Telecom 137.4 1.28 5.97 –28.4 –13.3

ING Groep Netherlands Life Insurance 57.5 18.85 5.84 –39.3 –23.0

Iberdrola S.A. Spain Conventional Electricity 55.2 7.54 5.16 –27.0 30.5

UBS Switzerland Banks 57.0 21.10 5.08 –61.8 –57.1

Tesco U.K. Food Retailers & Whlslrs $54.1 3.73 –2.43% –15.0 21.5

Rio Tinto U.K. General Mining 77.4 39.40 –1.30 –5.2 70.0

BHP Billiton U.K. General Mining 59.3 14.40 unch. –16.5 58.7

Bayer Germany Specialty Chemicals 61.0 54.42 0.41% –3.0 80.0

ABB Switzerland Industrial Machinery 48.2 22.54 0.45 –24.3 145.9

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

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

Royal Bk of Scot 67.4 2.21 5.00% –50.1% –50.9%
U.K. (Banks)
AXA S.A. 71.5 23.62 4.95 –24.6 6.4
France (Full Line Insurance)
GDF Suez 118.3 36.81 4.72 1.5 30.2
France (Multiutilities)
Koninklijke Philips Elec 31.2 20.35 4.23 –35.1 –7.5
Netherlands (Consumer Electronics)
Sanofi-Aventis S.A. 90.3 46.85 3.96 –21.8 –30.8
France (Pharmaceuticals)
Deutsche Telekom 69.7 10.90 3.96 –20.6 –27.6
Germany (Mobile Telecom)
Telefonica S.A. 118.6 17.19 3.93 –12.1 29.2
Spain (Fixed Line Telecom)
UniCredit 67.5 3.45 3.84 –42.9 –26.4
Italy (Banks)
Allianz SE 69.2 104.30 3.73 –36.2 –6.0
Germany (Full Line Insurance)
Banco Santander 100.1 10.91 3.51 –20.3 –0.1
Spain (Banks)
L.M. Ericsson Tel B 31.4 69.20 3.44 –46.5 –51.1
Sweden (Telecom Equipment)
Intesa Sanpaolo 69.4 3.99 3.37 –26.0 3.0
Italy (Banks)
France Telecom 77.3 20.15 3.31 –13.7 –16.0
France (Fixed Line Telecom)
Unilever 50.7 20.18 3.22 –8.6 2.0
Netherlands (Food Products)
Diageo 52.2 10.08 3.17 –6.8 23.7
U.K. (Distillers & Vintners)
Novartis 147.0 60.40 3.16 –5.6 –6.9
Switzerland (Pharmaceuticals)
Daimler 55.9 39.51 3.15 –43.9 –11.2
Germany (Automobiles)
Banco Bilbao Viz 64.7 11.77 3.06 –28.6 –18.7
Spain (Banks)
Credit Suisse Grp 58.5 56.00 3.04 –27.1 –2.5
Switzerland (Banks)
British Amer Tob 69.2 18.51 3.01 5.1 57.1
U.K. (Tobacco)

Astrazeneca 68.0 25.34 3.01% 4.7% –3.7%
U.K. (Pharmaceuticals)
Soc. Generale 57.1 65.85 2.97 –41.4 –24.7
France (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group
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Behind Europe’s deals: Bank revenue rankings, Germany
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

Deutsche Bank $424 19.6% 13% 26% 58% 3%

Goldman Sachs 140 6.5% 25% 12% 63% …%

Morgan Stanley 118 5.4% 27% 24% 48% …%

JPMorgan 108 5.0% 12% 24% 49% 15%

UBS 98 4.6% 2% 25% 70% 3%

Merrill Lynch 90 4.2% 11% 49% 40% …%

UniCredit Group 90 4.1% 5% 45% 15% 36%

Citi 88 4.1% 22% 58% 14% 6%

Credit Suisse 88 4.1% 30% 37% 25% 8%

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

EMI Group 840 –4 –76 –15 Aegon  246 18 4 99

Bca Monte dei Paschi di Siena 89 –3 –43 –1 ProSiebenSat 1 Media 817 18 17 77

Intesa Sanpaolo 72 –2 –38 7 Klepierre 231 20 –2 38

ITV Plc 272 –2 –54 –75 Bk of Scotland 252 22 –164 50

UniCredit 83 –2 –47 4 Alcatel Lucent 629 34 27 94

Pilkington Group 87 –2 –6 31 M real 1290 43 –110 –191

Bca Naz del Lavoro 85 –2 –22 24 Kaupthing banki 1253 60 160 476

Invensys 162 –2 –5 8 Glitnir banki 1386 67 93 504

UPM Kymmene  300 –1 –37 –50 FCE Bank 999 86 63 139

BNP Paribas 76 –1 –30 14 Landsbanki Is  1011 93 117 514

Source: Markit Group

Latest,
Market value, in local STOCK PERFORMANCE

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

WSJ.com

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

Convertible Arbitrage -3.18% -7.98% -10.6% -15.7% -15.4%
Merger Arbitrage 4.16% -3.31% -2.3% -1.9% -0.9%
Event Driven 0.36% -3.83% -7.2% -6.0% -6.7%
Distressed Securities -1.51% -7.17% -10.1% -14.2% -16.0%
Equity Market Neutral -0.67% -2.51% -5.1% -4.2% -2.4%
Equity Long/Short 0.00% -4.38% -9.3% -7.3% -3.5%

*Estimates as of 09/24/08, 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 1.16 102.02% 0.02% 1.56 0.64 0.95

Eur. High Volatility: 9/1 2.23 101.48 0.03 2.66 1.23 1.78

Europe Crossover: 9/1 5.93 101.95 0.07 6.40 4.00 5.14

Asia ex-Japan IG: 9/1 1.82 102.78 0.03 2.30 0.85 1.41

Japan: 9/1 1.49 103.13 0.02 2.00 0.65 1.16

 Note: Data as of September 24

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

In percentage points
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BLUE CHIPS & BONDS

Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Japanese auto output falls
amid slowing world demand

U.S. Congress lays out
loan package to Detroit

Honda eyes Indian sales
Auto maker focuses
on emerging markets
amid slowdown fears

Re
ut
er
s

Honda CEO Takeo Fukui, left, with Honda’s latest City model Thursday in New
Delhi. The City is Honda’s best-selling compact sedan in India.

FOCUS ON AUTOMOBILES

By Matthew Dolan

The U.S. Congress appears set to
pass a $25 billion loan package to
help companies meet new U.S. fuel-
efficiency standards, but Detroit’s
Big Three auto makers will still face
significant hurdles before they can
put the funding to use.

On Wednesday, the House of Rep-
resentatives voted 370 to 58 to ap-
prove a broad spending bill that in-
cludes $7.5 billion to start the loan
program. The Senate is expected to
pass the budget bill this week, and
President George W. Bush is ex-
pected to sign it.

Once the legislation passes, the
Department of Energy would have
two months to promulgate its own
regulations, governing how and
when auto makers and suppliers can
apply for the loans and what criteria
the government will use to approve
those loans.

The basic rules as currently writ-
ten, however, appear to restrict con-
siderably the kinds of projects the
auto makers could use the money
for. The guidelines were set down in
last year’s energy bill that autho-
rized the $25 billion in loans, and
that bill states the money can only
be used to overhaul plants that are
at least 20 years old and will be up-
graded to make vehicles that offer
about a 25% improvement in fuel
economy over similar models in
their class.

Auto makers want the rules loos-
ened to allow more leeway on how
they can use the money. “We have to
have the rules written in a broad
enough fashion so that we can get to
energy independence,” Chrysler
LLC Chief Executive Robert Nardelli
told reporters at a new conference
Tuesday. Loosening the rules would
allow auto makers to “invest more
and invest more sooner” he said.
Mr. Nardelli suggested that
Chrysler may have to cut jobs if it
doesn’t get access to loans from the
government. “We’ll have to make
some tough decisions,” he said.

Auto-industry experts expect
the money could be used for a broad
array of efforts to build more-fuel-
efficient vehicles—from smaller
car designs from Europe to be built
in the U.S. to the research and devel-
opment for new hybrid-electric
models.

David Cole, president of the Cen-
ter of Automotive Research in Ann
Arbor, Mich., said the legislation
was designed to benefit U.S.-based
auto makers over their rivals.

“At this point, anything the De-
troit three can get in terms of loan
guarantees is going to be a critical
factor in what keeps them alive,”
Mr. Cole said.

The march toward a loan pack-
age received enough support that
top House and Senate lawmakers
Wednesday also broached the sub-
ject of increasing the package by an-
other $25 billion over the next three
years. “We just wanted you to know
there’s more that needs to be done,”
said House Energy and Commerce
Committee Chairman John Dingell,
a Michigan Democrat, adding that
lawmakers would begin working on
the second $25 billion “at the earli-
est possible moment.”

The money would be in addition
to $25 billion in loans approved by
House of Representatives Wednes-
day afternoon. That measure is ex-
pected to pass the Senate and re-
ceive President George W. Bush’s sig-
nature into law.

Ford Motor Co. spokesman Mike
Moran said it was still too early to
talk about the next loan package but
added that “we’re encouraged by
what we’re hearing and hopefully
its passage today will assist us in
bringing more fuel-efficient vehi-
cles to market.”

Greg Martin, a General Motors
Corp. spokesman in Washington,
said the auto maker expects it will
likely have access to the funds some-
time in the first half of 2009.
 —Fawn Johnson

contributed to this article.

By John Murphy

NEW DELHI—Honda Motor Co.
President Takeo Fukui on Thursday
unveiled a new version of the City,
Honda’s best-selling compact sedan
in India, aiming to boost sales in
this key emerging market as con-
cern grows of a global slowdown in
the auto industry.

With sales in the U.S., the world’s
largest market, falling to their low-
est levels in years, auto makers have
looked to hot markets like India and
China to help pick up the slack.

But now these other auto mar-
kets are also showing signs of weak-
ness. In India, auto sales fell in Au-
gust from a year earlier, marking the
second monthly fall in a row. August
sales in China also fell from a year
earlier, marking the first decline in
auto sales there in two years.

“Even in India, they are not im-
mune to the cyclical nature of the
economy,” says Tatsuo Yoshida, an
analyst for UBS Securities in Tokyo.
“Investors have been very nervous
about near-term prospects of the In-
dian automobile market.”

The Honda president said he
thinks India’s slowdown is tempo-
rary. “It’s sure to bounce back in the
next few months,” Mr. Fukui said.

Meant to draw buyers back into

dealer showrooms during the com-
ing festival months in India, Hon-
da’s new City model is part of a wave
of vehicle launches by car makers
into the country’s increasingly
crowded auto market.

In 2007, the current City model
was Honda’s biggest seller, accounting
for37,000 of its total salesof 60,000 ve-
hicles. In the first eight months of this
year, sales of the current City were up
12% from a year earlier. The Japanese
auto maker is expecting the new
model to help lift Honda’s India sales
above those of last year. Honda’s goal
for 2008 is to sell 80,000 vehicles in In-
dia, though it may not reach that be-
cause of the slowdown.

Mr. Fukui, who describes the
City as “roomy,” said it is Honda’s
“most significant model” in the In-

dian market. Though it would be
considered a compact, entry-level
vehicle in developed markets, the
City is viewed as a premium vehicle
by business executives here. The
new model will cost about 800,000
rupees, or close to $17,500, making
it Honda’s least expensive vehicle in
the Indian market but still beyond
the reach of most car buyers.

Although Honda dominates the
motorcycle market in India, the Jap-
anese company doesn’t offer any
models in India’s small-auto seg-
ment, which makes up the vast ma-
jority of car sales.

The new City was also launched
this month in Thailand, one of 39
countries where the model has been
sold since the first-generation City
was launched in 1996.

By Yoshio Takahashi

TOKYO—Toyota Motor Corp.
posted the biggest drop in its domes-
tic production in more than a de-
cade in August amid increasingly
gloomy prospects for global econo-
mies, as its domestic sales remained
sluggish and exports slumped.

Toyota, Japan’s biggest car
maker by sales volume, said it pro-
duced 261,256 vehicles in August in
Japan, down 16% from a year earlier,
the sharpest fall since May 1998
when it logged a 20% drop.

Its domestic sales stumbled 19%
in August as the overall Japanese
auto market remains stagnant,
while its exports fell 7.5% to 182,598
vehicles as exports to North Amer-
ica, Europe and Oceania declined.

The steep fall in domestic output
is the latest setback for the car
maker, underscoring that even Toy-
ota, which grabbed the top spot in
global sales in the first half of this
year, is being forced to struggle
with the current tough business cli-
mate.

The Japanese auto giant re-
cently slashed its global sales projec-

tions for this year and 2009 as
costly gasoline prices and credit
risk stemming from the subprime
crisis reduced consumer appetite
for purchasing vehicles.

The lower output in Japan also
coincides with the suspension of
part of its production in the U.S. to
adjust its pace to the dropping sales
of large vehicles amid high prices at
the pump. Toyota started tempo-
rarily halting production of the Tun-
dra pickup truck and Sequoia sport-
utility vehicle beginning in August.

Toyota expects its output vol-
ume at home to remain slack
throughout the year. It projects its
domestic output will decline 3% to
4.1 million vehicles in 2008, despite
a rise of 2% in the first eight months
of this year.

Its rivals also logged lower do-
mestic production in August.
Honda Motor Co., Japan’s second-
biggest car maker, said its domestic
output dropped 11% from a year ear-
lier as exports to the U.S. skidded
47.3%. Domestic production at Nis-
san Motor Co., Japan’s third-big-
gest car maker, fell 4.3% on year as
its domestic sales slumped 15%.
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hate this offer.
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PF (LUX)-CHF Liq-Pca CH MM LUX 09/24 CHF 123.80 1.5 2.1 1.9
PF (LUX)-CHF Liq-Pdi CH MM LUX 09/24 CHF 95.56 1.5 2.1 1.9
PF (LUX)-Cnt Eu Eq-I EU EQ LUX 09/24 EUR 159.71 –28.2 –30.9 –9.1
PF (LUX)-Digital Comm-Pca OT EQ LUX 09/24 USD 95.56 –30.1 –26.4 –1.5
PF (LUX)-East Eu-Pca EU EQ LUX 09/24 EUR 290.01 –43.6 –38.0 –9.0
PF (LUX)-Emg Mkts LC-Pca GL EQ LUX 09/25 USD 138.91 –39.9 –35.3 –0.4
PF (LUX)-Emg Mkts-Pca GL EQ LUX 09/25 USD 457.54 –37.7 –33.1 –0.5
PF (LUX)-Eu Indx-Pca EU EQ LUX 09/24 EUR 102.36 –25.0 –27.3 –8.5
PF (LUX)-EUR Bds-Pca EU BD LUX 09/24 EUR 361.52 0.0 0.2 –1.2
PF (LUX)-EUR Bds-Pdi EU BD LUX 09/24 EUR 283.91 0.0 0.2 –1.2
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 09/24 EUR 125.36 –4.4 –4.4 –2.9
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 09/24 EUR 91.39 –4.4 –4.4 –2.9
PF (LUX)-EUR HiYld-Pca EU BD LUX 09/24 EUR 127.93 –10.7 –12.2 –5.6
PF (LUX)-EUR HiYld-Pdi EU BD LUX 09/24 EUR 82.74 –10.7 –12.2 –5.6
PF (LUX)-EUR Liq-Pca EU MM LUX 09/24 EUR 133.52 2.8 3.8 3.5
PF (LUX)-EUR Liq-Pdi EU MM LUX 09/24 EUR 99.74 2.8 3.8 3.5
PF (LUX)-Europ Eq-Pca EU EQ LUX 09/24 EUR 425.26 –30.3 –33.9 –11.6
PF (LUX)-EuSust Eq-Pca EU EQ LUX 09/24 EUR 136.09 –26.1 –30.8 –12.5
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 09/24 USD 195.70 –2.5 0.4 4.0
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 09/24 USD 139.53 –2.5 0.4 4.0
PF (LUX)-Gl Eq Sel-Pca GL EQ LUX 09/24 USD 18.19 –25.2 –25.6 –7.6
PF (LUX)-Gr China-Pca AS EQ LUX 09/25 USD 274.87 –35.8 –33.5 7.8
PF (LUX)-Indian Eq-Pca EA EQ LUX 09/25 USD 283.18 –46.6 –33.2 2.8
PF (LUX)-Jap Index-Pca JP EQ LUX 09/25 JPY 11144.66 –21.5 –26.2 –12.2
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 09/25 JPY 10332.80 –22.9 –30.8 –16.7
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 09/25 JPY 10102.79 –23.2 –31.2 –17.2
PF (LUX)-JpEq130/30-Pca JP EQ LUX 09/25 JPY 5450.20 –20.9 –26.0 –17.0
PF (LUX)-Pacif Idx-Pca AS EQ LUX 09/25 USD 234.77 –26.4 –25.1 7.0
PF (LUX)-Piclife-Pca CH BA LUX 09/24 CHF 762.59 –10.2 –12.0 –4.1
PF (LUX)-PremBrnds-Pca OT EQ LUX 09/24 EUR 57.93 –24.7 –29.4 –10.1
PF (LUX)-Rus Eq-Pca EE EQ LUX 09/24 USD 56.44 NS NS NS
PF (LUX)-Security-Pca GL EQ LUX 09/24 USD 88.22 –20.9 –22.8 NS
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 09/24 EUR 458.31 –25.8 –30.3 –7.6
PF (LUX)-US Eq-Ica US EQ LUX 09/24 USD 108.94 –15.4 –15.2 –0.6
PF (LUX)-USA Index-Pca US EQ LUX 09/24 USD 94.64 –18.4 –20.8 –3.8
PF (LUX)-USD Bds-Pca US BD LUX 09/24 USD 487.62 3.3 7.1 5.0
PF (LUX)-USD Bds-Pdi US BD LUX 09/24 USD 368.42 3.3 7.1 5.0
PF (LUX)-USD Liq-Pca US MM LUX 09/24 USD 129.57 2.0 3.1 3.9
PF (LUX)-USD Liq-Pdi US MM LUX 09/24 USD 87.34 2.0 3.1 4.0
PF (LUX)-Water-Pca GL EQ LUX 09/24 EUR 126.49 –19.0 –18.7 –3.8
PF (LUX)-WldGovBds-Pca GL BD LUX 09/24 USD 151.89 3.2 7.5 5.8
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/24 USD 128.54 3.2 7.5 5.8
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 09/24 USD 71.18 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 09/24 USD 11.00 –24.0 –23.9 –6.6
Japan Fund USD JP EQ IRL 09/25 USD 14.45 –14.2 –19.0 –8.9

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 09/24 EUR 745.80 –24.2 –26.2 NS
Core Eurozone Eq B EU EQ IRL 09/24 EUR 846.23 NS NS NS
Euro Fixed Income A EU BD IRL 09/24 EUR 1168.96 –6.4 –7.1 –4.7
Euro Fixed Income B EU BD IRL 09/24 EUR 1238.49 –6.0 –6.6 –4.2
Euro Small Cap A EU EQ IRL 09/24 EUR 1246.85 –29.2 –35.6 –16.0

Euro Small Cap B EU EQ IRL 09/24 EUR 1325.50 –28.9 –35.2 –15.5
Eurozone Agg Eq A EU EQ IRL 09/24 EUR 673.43 –29.7 –32.4 NS
Eurozone Agg Eq B EU EQ IRL 09/24 EUR 960.63 –29.4 –32.0 –10.8
Glbl Bd (EuroHdg) A GL BD IRL 09/24 EUR 1251.81 –3.2 –2.7 –1.3
Glbl Bd (EuroHdg) B GL BD IRL 09/24 EUR 1317.43 –2.8 –2.1 –0.7
Glbl Bd A EU BD IRL 09/24 EUR 974.11 –3.4 –5.1 –5.0
Glbl Bd B EU BD IRL 09/24 EUR 1029.32 –2.9 –4.5 –4.4
Glbl Real Estate A OT EQ IRL 09/24 USD 1035.51 –18.5 –25.4 –7.8
Glbl Real Estate B OT EQ IRL 09/24 USD 1059.55 –18.2 –24.9 –7.2
Glbl Real Estate EH-A OT EQ IRL 09/24 EUR 963.53 –17.9 –25.5 –10.1
Glbl Real Estate SH-B OT EQ IRL 09/24 GBP 91.49 –16.7 –24.0 –8.2
Glbl Strategic Yield A EU BD IRL 09/24 EUR 1414.03 –5.4 –6.0 –0.5
Glbl Strategic Yield B EU BD IRL 09/24 EUR 1501.67 –5.0 –5.4 0.1
Japan Equity A JP EQ IRL 09/24 JPY 14253.00 –23.3 –28.6 –14.6
Japan Equity B JP EQ IRL 09/24 JPY 15076.00 –23.0 –28.1 –14.1
Multi St Cash Plus EH-A GL EQ IRL 09/24 EUR 1002.47 –0.9 0.0 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/24 USD 1816.06 –31.4 –30.1 1.2
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/24 USD 1923.09 –31.1 –29.7 1.8
Pan European Eq A EU EQ IRL 09/24 EUR 982.46 –27.7 –30.5 –11.5
Pan European Eq B EU EQ IRL 09/24 EUR 1040.69 –27.4 –30.1 –11.0
US Equity A US EQ IRL 09/24 USD 922.00 –20.5 –21.4 –2.8
US Equity B US EQ IRL 09/24 USD 979.79 –20.2 –21.0 –2.3
US Small Cap A US EQ IRL 09/24 USD 1427.92 –16.9 –19.5 –2.1
US Small Cap B US EQ IRL 09/24 USD 1518.21 –16.5 –19.1 –1.5

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 09/25 SEK 81.49 –30.1 –33.6 –14.4
Choice Japan Fd JP EQ LUX 09/25 JPY 60.26 –23.8 –29.0 –17.0
Choice Jpn Chance/Risk JP EQ LUX 09/25 JPY 64.31 –28.1 –31.8 –15.2
Choice NthAmChance/Risk US EQ LUX 09/25 USD 4.25 –18.7 –17.3 –3.1
Europe 2 Fd EU EQ LUX 09/25 EUR 0.98 –32.0 –33.6 –13.0
Europe 3 Fd EU EQ LUX 09/25 GBP 3.45 –26.7 –24.4 –5.0
Global Chance/Risk Fd GL EQ LUX 09/24 EUR 0.62 –21.5 –26.2 –10.8
Global Fd GL EQ LUX 09/25 USD 2.33 –21.0 –22.0 –3.4
Intl Mixed Fd -C- NO BA LUX 09/25 USD 28.44 –14.6 –14.3 –0.3
Intl Mixed Fd -D- NO BA LUX 09/25 USD 20.07 –14.6 –14.3 1.1
Wireless Fd OT EQ LUX 09/25 EUR 0.13 –31.3 –32.8 –8.9

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 09/25 USD 5.83 –35.9 –35.8 –3.1
Currency Alpha EUR -IC- OT OT LUX 09/25 EUR 10.66 4.3 2.5 NS
Currency Alpha EUR -RC- OT OT LUX 09/25 EUR 10.61 3.9 2.0 NS
Currency Alpha SEK -ID- OT OT LUX 09/25 SEK 103.33 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 09/25 SEK 102.65 NS NS NS
Generation Fd 80 OT OT LUX 09/25 SEK 7.76 –18.0 NS NS
Nordic Focus EUR NO EQ LUX 09/25 EUR 74.89 –24.3 NS NS
Nordic Focus NOK NO EQ LUX 09/25 NOK 77.07 NS NS NS
Nordic Focus SEK NO EQ LUX 09/25 SEK 77.18 –22.5 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 09/25 USD 1.04 –35.8 –36.0 –2.1
Choice North America Eq. Fd US EQ LUX 09/25 USD 1.92 –20.9 –21.2 –5.6
Ethical Global Fd GL EQ LUX 09/25 USD 0.87 –20.9 –22.7 –4.7
Ethical Sweden Fd NO EQ LUX 09/25 SEK 36.33 –18.5 –23.7 –4.4
Europe Fd EU EQ LUX 09/25 USD 2.42 –31.7 –30.6 2.1
Global Equity Fd GL EQ LUX 09/25 USD 1.50 –20.5 –21.7 –2.1
Index Linked Bd Fd SEK OT BD LUX 09/25 SEK 12.79 2.4 5.0 2.9
Medical Fd OT EQ LUX 09/25 USD 3.40 –11.7 –10.1 –1.8
Short Medium Bd Fd SEK NO MM LUX 09/25 SEK 9.06 2.0 2.9 2.8
Technology Fd OT EQ LUX 09/25 USD 2.18 –23.4 –22.0 –3.1
World Fd GL EQ LUX 09/25 USD 2.23 –16.7 –18.0 4.8

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 09/25 EUR 1.27 1.8 2.2 2.5
Short Bond Fd SEK NO MM LUX 09/25 SEK 21.36 1.8 2.7 2.7
Short Bond Fd USD US MM LUX 09/25 USD 2.49 1.3 2.5 3.4

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/25 SEK 10.19 –0.2 0.6 0.6
Alpha Bond Fd SEK -B- NO BD LUX 09/25 SEK 9.15 –0.2 0.6 0.6
Alpha Bond Fd SEK -C- NO BD LUX 09/25 SEK 25.54 –0.3 0.5 0.5
Alpha Bond Fd SEK -D- NO BD LUX 09/25 SEK 8.51 –0.3 0.5 0.5
Alpha Short Bd SEK -A- NO MM LUX 09/25 SEK 10.75 2.3 3.3 3.0

Alpha Short Bd SEK -B- NO MM LUX 09/25 SEK 10.08 2.3 3.3 3.0
Alpha Short Bd SEK -C- NO MM LUX 09/25 SEK 21.05 2.3 3.1 2.9
Alpha Short Bd SEK -D- NO MM LUX 09/25 SEK 8.75 2.2 3.1 2.9
Bond Fd EUR -C- EU BD LUX 09/25 EUR 1.23 1.2 1.8 0.2
Bond Fd EUR -D- EU BD LUX 09/25 EUR 0.49 1.2 1.8 0.3
Bond Fd SEK -C- NO BD LUX 09/25 SEK 38.55 2.1 2.9 1.6
Bond Fd SEK -D- NO BD LUX 09/25 SEK 11.57 0.9 1.7 1.1
Corp. Bond Fd EUR -C- EU BD LUX 09/25 EUR 1.10 –6.7 –7.0 –4.0
Corp. Bond Fd EUR -D- EU BD LUX 09/24 EUR 0.86 –6.6 –7.5 –4.2
Corp. Bond Fd SEK -C- NO BD LUX 09/25 SEK 11.35 –6.0 –5.8 –3.2
Corp. Bond Fd SEK -D- NO BD LUX 09/25 SEK 8.91 –5.8 –5.6 –3.1
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/25 EUR 97.40 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/25 EUR 97.26 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 09/25 SEK 101.89 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/25 SEK 941.18 NS NS NS
Flexible Bond Fd -C- NO BD LUX 09/25 SEK 20.17 2.2 3.0 2.5
Flexible Bond Fd -D- NO BD LUX 09/25 SEK 11.42 2.2 3.0 2.5

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 09/25 SEK 93.02 –12.4 –13.1 –4.9
Global Hedge I SEK -D- OT OT LUX 09/25 SEK 85.01 –14.9 –15.6 –6.3

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/25 USD 2.20 –33.8 –27.6 6.4

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/25 SEK 20.46 –38.7 –42.9 –13.1
Europe Chance/Risk Fd EU EQ LUX 09/25 EUR 1117.77 –34.3 –35.6 –14.1

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 09/24 USD 17.42 –47.3 –48.8 5.8
Eq. Pacific A AS EQ LUX 09/24 USD 8.95 –35.4 –33.1 4.4

n SGAM Fund
Bonds CHF A CH BD LUX 09/24 CHF 26.73 2.5 2.5 –0.2
Bonds ConvEurope A EU BD LUX 09/24 EUR 30.69 5.6 7.7 9.4
Bonds Eur Corp A EU BD LUX 09/24 EUR 20.66 –5.9 –5.8 –3.3
Bonds Eur Hi Yld A EU BD LUX 09/24 EUR 18.37 –13.4 –14.3 –6.6
Bonds EURO A EU BD LUX 09/24 EUR 37.20 0.7 1.8 0.1
Bonds Europe A EU BD LUX 09/24 EUR 36.02 0.7 1.4 0.0
Bonds US MtgBkSec A US BD LUX 09/24 USD 22.24 –11.8 –10.0 –3.2
Bonds US OppsCoreplus A US BD LUX 09/24 USD 31.58 0.3 3.3 3.7
Bonds World A GL BD LUX 09/24 USD 38.11 2.5 7.2 6.8
Eq. ConcentratedEuropeA EU EQ LUX 09/24 EUR 28.46 –29.5 –31.4 –13.2
Eq. Eastern Europe A EU EQ LUX 09/24 EUR 26.20 –40.5 –37.2 –8.4
Eq. Equities Global Energy OT EQ LUX 09/24 USD 21.33 –15.3 –9.4 14.5
Eq. Euroland A EU EQ LUX 09/24 EUR 11.96 –30.8 –32.5 –12.1
Eq. Euroland MidCapA EU EQ LUX 09/24 EUR 20.73 –28.5 –33.7 –13.1
Eq. EurolandCyclclsA EU EQ LUX 09/24 EUR 18.71 –26.2 –26.2 –2.8
Eq. EurolandFinancialA OT EQ LUX 09/24 EUR 13.17 –29.3 –32.2 –18.0
Eq. Glbl Emg Cty A GL EQ LUX 09/24 USD 8.56 –36.7 –32.6 0.0
Eq. Global A GL EQ LUX 09/24 USD 27.99 –26.9 –29.2 –8.8
Eq. Global Technol A OT EQ LUX 09/24 USD 5.32 –24.9 –30.4 –10.1
Eq. Gold Mines A OT EQ LUX 09/24 USD 23.31 –22.2 –18.5 1.4
Eq. Japan A JP EQ LUX 09/24 JPY 966.48 –27.0 –29.6 –17.5
Eq. Japan Sm Cap A JP EQ LUX 09/24 JPY 1095.20 –35.8 –34.1 –33.8
Eq. Japan Target A JP EQ LUX 09/24 JPY 1784.36 –11.9 –18.9 –11.2
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 09/24 GBP 11.90 –30.2 –33.4 –14.4
Eq. US ConcenCore A US EQ LUX 09/24 USD 21.15 –21.2 –20.7 –4.4
Eq. US Lg Cap Gr A US EQ LUX 09/24 USD 16.08 –20.1 –19.3 –3.5
Eq. US Mid Cap A US EQ LUX 09/24 USD 29.03 –25.8 –25.0 0.2
Eq. US Multi Strg A US EQ LUX 09/24 USD 22.97 –20.2 –22.3 –6.2
Eq. US Rel Val A US EQ LUX 09/24 USD 22.48 –21.5 –27.0 –10.8
Eq. US Sm Cap Val A US EQ LUX 09/24 USD 21.40 –14.3 –22.7 –7.1
Eq. US Value Opp A US EQ LUX 09/24 USD 19.90 –21.9 –27.7 –13.3
Money Market EURO A EU MM LUX 09/24 EUR 26.83 3.2 4.4 3.9
Money Market USD A US MM LUX 09/24 USD 15.65 2.2 3.5 4.2

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 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 09/25 EEK 157.41 –41.3 –46.6 –19.3
New Europe Small Cap EUR EE EQ EST 09/25 EEK 83.28 –40.2 –45.5 –17.7
Second Wave EUR EE EQ EST 09/25 EEK 172.00 –37.4 –39.8 –5.6

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 09/25 JPY 11206.00 –33.1 –41.3 –22.2
YMR-N Japan Fund JP EQ IRL 09/25 JPY 12680.00 –27.1 –36.7 –16.2
YMR-N Low Price Fund JP EQ IRL 09/25 JPY 16577.00 –27.4 –35.4 –18.5
YMR-N Small Cap Fund JP EQ IRL 09/24 JPY 7660.00 –38.2 –45.5 –28.0
Yuki Mizuho Gen Jpn III JP EQ IRL 09/25 JPY 6266.00 –32.6 –38.7 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 09/25 JPY 6674.00 –31.3 –39.7 –22.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/25 JPY 8844.00 –29.4 –36.2 –19.8
Yuki Mizuho Jpn Gen JP EQ IRL 09/25 JPY 10775.00 –29.9 –40.4 –18.3
Yuki Mizuho Jpn Gro JP EQ IRL 09/25 JPY 7911.00 –35.9 –43.5 –23.6
Yuki Mizuho Jpn Inc JP EQ IRL 09/25 JPY 10446.00 –20.3 –32.2 –12.3
Yuki Mizuho Jpn Lg Cap AS EQ IRL 09/25 JPY 6719.00 –28.8 –35.9 NS
Yuki Mizuho Jpn LowP JP EQ IRL 09/25 JPY 13509.00 –25.4 –28.3 –16.4
Yuki Mizuho Jpn PGth JP EQ IRL 09/25 JPY 10548.00 –35.7 –41.4 –21.2
Yuki Mizuho Jpn SmCp JP EQ IRL 09/25 JPY 7528.00 –40.6 –46.6 –26.9
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/25 JPY 6899.00 –26.6 –34.3 –17.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/25 JPY 3352.00 –41.3 –44.9 –39.0

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 09/25 JPY 6178.00 –30.2 –36.5 –18.5
Yuki 77 General JP EQ IRL 09/25 JPY 8173.00 –28.9 –37.6 –17.7
Yuki 77 Growth JP EQ IRL 09/25 JPY 8313.00 –32.2 –40.7 –22.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/25 JPY 8460.00 –27.3 –38.4 –19.6
Yuki Chugoku Jpn Gro JP EQ IRL 09/25 JPY 6843.00 –32.2 –37.1 –17.7
Yuki Chugoku Jpn Inc JP EQ IRL 09/25 JPY 6970.00 –19.8 –27.1 –12.9
Yuki Chugoku JpnLowP JP EQ IRL 09/25 JPY 9879.00 –24.2 –31.2 –14.1
Yuki Chugoku JpnPurGth JP EQ IRL 09/25 JPY 6122.00 –30.1 –39.2 –20.2

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/25 JPY 9206.00 –28.4 –37.4 –18.8

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/25 JPY 6245.00 –29.2 –37.7 –17.0
Yuki Hokuyo Jpn Gro JP EQ IRL 09/25 JPY 5307.00 –34.0 –42.1 –23.2
Yuki Hokuyo Jpn Inc JP EQ IRL 09/25 JPY 6958.00 –17.5 –27.2 –13.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/25 JPY 6703.00 –30.9 –39.7 –19.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 09/25 JPY 6122.00 –31.4 –37.9 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/25 JPY 6911.00 –27.8 –41.7 –17.9
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n 788 ASSET MANAGEMENT LTD.
info@788am.com www.788am.com
788 China Fund Ltd OT OT CYM 08/29 USD 65.87 –78.2 NS NS

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

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

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

n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Global Inv I OT OT VGB 08/29 USD 48.85 –25.9 –18.6 –5.9

n ATLANTIC INVESTMENT MANAGEMENT - NEW YORK, NEW YORK
info@atlanticinvestment.net Tel: +1 212 484 5050
AJR International A US EQ VGB 09/17 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 08/29 USD 2134.00 –8.6 –6.8 0.5

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

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

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

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

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 09/19 USD 1080.67 –39.3 –27.9 –14.3

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 08/29 EUR 106.88 4.3 15.6 9.4

Integrated Emg Markets EUR OT OT CYM 08/29 EUR 90.07 –14.3 –10.5 –0.5

Integrated European EUR OT OT CYM 08/29 EUR 154.52 4.0 4.0 4.8

Integrated Event Driven EUR OT OT CYM 08/29 EUR 100.66 –6.1 –2.9 5.4

Integrated Lg/Sh Sel F EUR OT OT CYM 08/29 EUR 94.11 –5.9 –3.1 5.0

Integrated MultSt B EUR OT OT VGB 08/29 EUR 134.12 –3.9 0.5 3.7

Integrated Relative Value EUR OT OT CYM 08/29 EUR 99.24 –1.2 0.1 3.7

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 09/19 USD 383.08 –53.9 –50.7 –33.2
Antanta MidCap Fund EE EQ AND 09/19 USD 920.58 –49.2 –41.2 –10.7
Meriden Opps Fund GL OT AND 09/17 EUR 102.08 –8.9 NS NS
Meriden Protective Div GL EQ AND 09/22 EUR 82.64 1.9 NS NS

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 07/31 USD 1418.59 –4.4 –1.3 7.1

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 09/23 USD 51.37 7.9 35.1 15.3
Superfund GCT USD* GL EQ LUX 09/23 USD 2620.00 8.0 24.7 10.6
Superfund Gold A (SPC) GL OT CYM 09/23 USD 916.15 4.2 35.4 23.8
Superfund Gold B (SPC) GL OT CYM 09/23 USD 935.05 –0.1 35.1 26.5
Superfund Q-AG* OT OT AUT 09/23 EUR 6869.00 6.2 17.0 9.8

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 1306.78 4.5 15.4 10.8
Winton Evolution GBP GL OT VGB 08/29 GBP 1279.66 4.9 16.5 12.0
Winton Evolution JPY GL OT VGB 08/29 JPY 116157.65 1.1 11.2 6.9
Winton Evolution USD GL OT CYM 08/29 USD 1272.60 3.8 15.1 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 09/19 EUR 150.28 6.1 13.6 6.7
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 09/19 USD 315.49 5.2 13.3 8.1
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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 –1.2 –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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Lawsuit says Medtronic gave doctors perks
U.S. senator probes
whether relationship
led to product use

CORPORATE NEWS

By David Armstrong

A lawsuit brought by a former
Medtronic Inc. lawyer alleges the
big medical-device maker gave sur-
geons a variety of incentives to use
its products, including regular enter-
tainment at a Memphis strip club,
trips to Alaska and patent royalties
on inventions they played no part in.

The previously undisclosed alle-
gations involve Medtronic’s spinal-
devices unit, which has $3 billion in
annual revenue. The unit’s business
relationships with doctors who use
its spinal-repair implants are being
investigated by Sen. Charles Grass-
ley and have been the focus of law-
suits by other former employees.

Sen. Grassley has been looking
into whether inducements for doc-
tors, like those alleged in the law-
yer’s suit, have led to what surgeons
say is widespread off-label use of
Medtronic spine products.

The Food and Drug Administra-
tion has approved Medtronic’s spi-
nal devices to treat certain condi-
tions, and doctors are free to use
FDA-approved products as they see
fit. But the FDA has warned that sur-
geons’ use of a Medtronic bone graft
in ways the agency hasn’t approved
has led to potentially life-threaten-
ing side effects in dozens of patients.

The former Medtronic lawyer’s
allegations are contained in a 2002
suit filed in U.S. District Court in
Memphis against Minneapolis-
based Medtronic and 10 doctors.
The lawsuit and other filings in the
case remain sealed, except for a
heavily redacted copy of the com-
plaint, which contains none of the
doctors’ names nor specifics of the
allegations.

Medtronic has refused repeated
requests from the Senate Finance
Committee’s staff for an unredacted
version. Sen. Grassley, an Iowa Re-
publican, is the panel’s ranking mi-
nority member.

Even the identity of the plaintiff
has been withheld. But, according to
an unredacted copy of the lawsuit re-
viewed by The Wall Street Journal,
she is Ami P. Kelley, a former senior
legal counsel for the spine unit.

Medtronic declined to comment
on the lawsuit’s allegations. It said
it has changed many business prac-
tices since the suit was filed, and is
“committed to reform and transpar-
ency in the industry.”

Ms. Kelley’s lawsuit says kick-
backs were “pervasive” and “the cul-
ture and way of doing business” at
Medtronic. Sales staff, she said,
“routinely took physicians” visiting
the spine unit’s Memphis headquar-
ters to the Platinum Plus strip club,
and picked up the tab for the danc-
ers’ services during “VIP visits.” In
2007, Platinum Plus’s owner
pleaded guilty to charges related to
dancers engaging in acts of prostitu-
tion, and the club has closed.

Ms. Kelley’s lawsuit sought to re-

coup damages for the federal gov-
ernment, which prohibits compa-
nies from giving doctors induce-
ments to use products covered by
Medicare or Medicaid.

Her lawsuit and a separate one
that also accused the spine unit of
paying illegal kickbacks to doctors
were the basis for a $40 million set-
tlement deal between Medtronic
and the government in 2006, accord-
ing to the settlement document.

As part of its deal with the com-
pany, the government successfully
moved to have the federal court dis-
miss the two lawsuits. But the other
plaintiff, Jacqueline Kay Poteet, who
formerly managed travel services
for the Medtronic unit, has appealed
the dismissal of her suit, arguing the
settlement was too small. Under fed-
eral law, whistleblowers who re-
cover money for the government

can receive a share of that money.
Ms. Poteet’s appeal puts the settle-

ment deal at risk. Either Medtronic
or the government could pull out of
the settlement if the appeals court re-
verses the dismissal order.

It isn’t clear what would happen
to the Kelley lawsuit if the settle-
ment agreement were voided. Nei-
ther the government, Ms. Kelley’s at-
torneys nor Medtronic would com-
ment on the matter.

Nor is it clear why the lawsuit re-
mains under seal. Typically, such
suits are unsealed when the govern-
ment either declines to get involved
in the matter or agrees to a settle-
ment of the case.

Ms. Kelley, who now works at an-
other company, alleges she was dis-
missed by Medtronic after challeng-
ing improper payments. She didn’t
return phone calls.

The Kelley lawsuit names several
top spinal surgeons among the 10
doctor defendants and lists several
others as receiving inducements. No
finding of wrongdoing has been
made against any of the doctors, and
Medtronic denies that it engaged in
any improper behavior.

The suit says surgeon Jeffrey
Wang, now director of the Univer-
sity of California at Los Angeles’s
Comprehensive Spine Center,
“liked to be taken” to Platinum Plus
and emailed Medtronic sales offi-
cial Brad Hancock saying he was
“looking forward to going” to the
club with him.

A UCLA spokeswoman said Dr.
Wang, who isn’t named as a defendant
in the suit, “denies ever being enter-
tained by Medtronic at the Platinum
club” and doesn’t recall sending any
such email. If he did send it, she said,

“it would have been done so in jest.”
Attempts to contact Mr. Han-

cock, who is no longer at Medtronic,
were unsuccessful.

Ms. Kelley’s suit said Medtronic
had consulting agreements with
more than 100 surgeons that were
“nothing more than a vehicle to pay
the surgeons” to use Medtronic de-
vices, instead of rivals’ products.
She alleged that the company paid
patent royalties to doctors who
didn’t contribute novel ideas to
products, created Web sites for
them to market their practices,
hired business consultants that
helped doctors boost profits. She
also said Medtronic offered twice-a-
year seminars in Orlando and Las Ve-
gas where doctors and hospital ad-
ministrators received free manage-
ment advice, and supplied physi-
cians with office staff.
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That’s understanding. That’s The Wall Street Journal Europe.

Knowledge Understanding

T H E WA L L ST R E ET JOU R NA L . FRIDAY - SUNDAY, SEPTEMBER 26 - 28, 2008 7

Andorfons Alternative Premium OT OT AND 07/31 EUR 112.49 –3.1 –2.6 2.3
Andorfons Mix 30 EU BA AND 09/24 EUR 9.75 –16.0 –16.7 –6.8
Andorfons Mix 60 EU BA AND 09/24 EUR 10.39 –21.2 –21.1 –7.5

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 09/19 USD 193562.13 –25.8 –25.7 –2.1

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 09/25 EUR 10.30 1.2 1.3 2.9
DJE-Absolut P GL EQ LUX 09/25 EUR 198.96 –21.2 –17.8 –1.9
DJE-Alpha Glbl P EU BA LUX 09/25 EUR 170.35 –16.7 –13.8 0.0
DJE-Div& Substanz P GL EQ LUX 09/25 EUR 196.90 –17.4 –17.7 0.1
DJE-Gold&Resourc P OT EQ LUX 09/25 EUR 152.04 –18.9 –17.7 0.7
DJE-Renten Glbl P EU BD LUX 09/25 EUR 118.99 –2.5 –2.4 0.2
LuxPro-Dragon I AS EQ LUX 09/25 EUR 106.66 –41.1 –40.6 NS
LuxPro-Dragon P AS EQ LUX 09/25 EUR 104.48 –42.2 –41.8 NS
LuxTopic-Aktien Europa EU EQ LUX 09/25 EUR 16.19 –16.0 –12.7 0.6
LuxTopic-Pacific AS EQ LUX 09/25 EUR 14.47 –32.6 –33.2 –3.8

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 09/25 EUR 68.80 –37.3 –38.5 NS
(Lux) E Eur ConvgnceUSD EE EQ LUX 09/25 USD 77.75 –37.1 –35.9 NS
(Lux) Russian EUR EE EQ LUX 09/25 EUR 64.72 –43.1 –38.5 NS
(Lux) Russian USD EE EQ LUX 09/25 USD 73.06 –43.0 –36.0 NS
Balkan Fund EE EQ SWE 09/25 SEK 19.36 –41.9 –41.0 –3.8

Baltic Fund EE EQ SWE 09/25 SEK 56.20 –23.7 –30.0 –4.7
Eastern European Fund EU EQ SWE 09/25 SEK 35.34 –35.5 –31.4 –2.4
Russian Fund EE EQ SWE 09/25 SEK 1043.19 –40.3 –34.2 –5.2
Turkish Fund EE EQ SWE 09/25 SEK 6.83 –40.5 –35.6 –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 Saudi Arabia Equity EA EQ SAU 09/21 SAR 7.77 NS NS NS
EFG-Hermes Telecom OT EQ BMU 08/31 USD 31.61 –17.5 –8.7 12.0

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 09/24 USD 290.43 –6.8 –4.6 1.8

Sel Emerg Mkt Equity GL EQ GGY 09/24 USD 187.15 –30.8 –27.3 3.1
Sel Euro Equity EUR US EQ GGY 09/24 EUR 103.85 –28.9 –32.3 –11.8
Sel European Equity EU EQ GGY 09/24 USD 202.17 –28.7 –29.6 –5.7
Sel Glob Equity GL EQ GGY 09/24 USD 203.47 –25.5 –28.7 –7.3
Sel Glob Fxd Inc GL BD GGY 09/24 USD 138.52 –5.6 –3.5 –0.5
Sel Pacific Equity AS EQ GGY 09/24 USD 131.22 –25.6 –24.1 5.6
Sel US Equity US EQ GGY 09/24 USD 135.69 –20.5 –22.6 –5.3
Sel US Sm Cap Eq US EQ GGY 09/24 USD 191.31 –17.2 –23.2 –6.6

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 09/24 EUR 323.43 –10.4 –10.7 –4.3
DSF 50/50 EU BA LUX 09/24 EUR 250.63 –15.6 –16.8 –6.5
DSF 75/25 EU BA LUX 09/24 EUR 199.33 –20.6 –22.6 –9.3
KBC Eq (L) Europe EU EQ LUX 09/24 EUR 548.15 –27.9 –30.9 –12.3
KBC Eq (L) Japan JP EQ LUX 09/24 JPY 22241.00 –24.7 –29.3 –16.2
KBC Eq (L) NthAmer EUR US EQ LUX 09/24 EUR 625.78 –18.8 –20.4 –4.9
KBC Eq (L) NthAmer USD US EQ LUX 09/24 USD 885.93 –18.7 –19.8 –3.2
KBL Key America EUR US EQ LUX 09/19 EUR 474.78 –18.8 –18.5 NS
KBL Key America USD US EQ LUX 09/19 USD 487.07 –19.3 –18.5 NS
KBL Key East Europe EU EQ LUX 09/23 EUR 2107.54 –37.9 –33.9 –7.5
KBL Key Eur Sm Cie EU EQ LUX 09/23 EUR 966.23 –29.5 –34.8 –12.4
KBL Key Europe EU EQ LUX 09/23 EUR 639.84 –27.6 –30.2 –11.5
KBL Key Far East AS EQ LUX 09/23 USD 1190.20 –37.7 –37.3 –4.0
KBL Key Major Em Mkts GL EQ LUX 09/23 USD 560.49 –39.7 –32.0 4.5
KBL Key NaturalRes EUR OT EQ LUX 09/23 EUR 479.61 –22.8 –20.3 NS
KBL Key NaturalRes USD OT EQ LUX 09/23 USD 537.25 –22.2 –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 09/19 USD 49.42 –34.0 –23.5 –0.7
LG Asian Plus AS EQ CYM 09/19 USD 53.02 –37.9 –28.9 2.5
LG Asian SmallerCo's AS EQ BMU 09/24 USD 71.39 –55.1 –54.7 –20.8
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 09/24 EUR 39.44 –46.0 –55.1 –13.6
MP-TURKEY.SI OT OT SVN 09/24 EUR 30.55 –40.1 –41.7 –8.8

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 09/24 EUR 5.64 –37.2 –39.4 NS
Parex Eastern Europ Bd EU BD LVA 09/24 USD 12.98 –5.0 –3.9 1.4
Parex Russian Eq EE EQ LVA 09/24 USD 18.69 –41.2 –30.9 0.2
Parex Ukrainian Eq EU EQ LVA 09/24 EUR 4.57 –55.5 NS NS

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Asian Eq-Ica AS EQ LUX 09/25 USD 147.16 –37.6 –36.9 –1.0
PF (LUX)-Asian Eq-Pca AS EQ LUX 09/25 USD 141.56 –38.2 –37.5 –1.8
PF (LUX)-Biotech-Pca OT EQ LUX 09/24 USD 347.03 4.3 2.0 18.0

Continued from page 24
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Sources: Dealogic; WSJ reporting

Shopping abroad
China foreign mergers and 
acquisitions, in billions of dollars

Total M&A
Natural resources
(Oil & gas and 
mining sectors)
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Tanganyika Oil operates oil fields in 
Syria at three sites. Those produced 
a gross daily average of 16,700 barrels
in the second quarter of 2008. 

Shanghai index gains 3.6%
while Tokyo’s Nikkei falls

Deals extend China push
Beijing seeks control
of resources firms
to maintain growth

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

By V. Phani Kumar

HONG KONG—Chinese stock mar-
kets jumped, bucking declines across
much of Asia as investors generally
preferred to await further word on
negotiations over the U.S. govern-
ment’s $700 billion rescue plan for

the financial sector.
The jump in

Shanghai came af-
ter China Unicom
raised its stake in

China United Telecommunica-
tions, raising hopes that more main-
land firms could buy back shares to
support beaten-down valuations.

The Shanghai Composite gained
3.6% to 2297.50. China United Tele-
communications gained 2.5%, add-
ing to Wednesday’s 7.7% surge, after
its parent raised its stake to 60.97%,
from 60.74%. China Unicom intends
to buy as much as 2% of China Unit-

ed’s shares.
State-owned blue chips recorded

the biggest gains. Baoshan Iron &
Steel climbed 7.5%, and China Life
Insurance jumped 7.9%.

In Hong Kong, the Hang Seng In-
dex eased 0.1% to 18934.43. Bank of
East Asia gained 3.4% as tycoon Li
Ka-shing bought into the lender,
and a run on the bank showed signs
of abating. The stock had skidded
6.9% on Wednesday.

In Tokyo, the Nikkei Stock Aver-
age of 225 companies fell 0.9% to
12006.53. Mitsubishi UFJ Financial
Group gave up 2%. Shipping firms
were among the biggest decliners,
with selling triggered by the over-
night drop in the industry’s bench-
mark Baltic Dry Index. Nippon
Yusen lost 5.7%, and Mitsui O.S.K.
Lines sank 6.3%.
 —Juro Osawa in Tokyo

contributed to this article.

By Rick Carew

HONG KONG—Corporate China
struck deals Thursday to buy Syrian
oil assets for $2 billion and to take a
significant stake in an Australian iron-
ore producer, furthering its quest to
secure natural resources abroad.

China Petroleum & Chemical
Corp., known as Sinopec, won the
bidding for Tanganyika Oil Co., edg-
ing out Indian rival Oil & Natural
Gas Corp. for access to the Canada-
listed company’s Syrian fields.

Separately, Chinese steel pro-
ducer Jiangsu Shagang Group Co.
made a complex deal to merge its
Australian assets with Grange Re-
sources Ltd., giving it a 45% stake in
a combined entity that would be val-
ued at one billion Australian dollars
(US$833.7 million).

China’s foreign acquisitions have
been dominated by efforts to secure
resources to satiate its economic en-
gine. So far this year, Chinese compa-

nies have completed $26.3 billion
worth of deals for businesses in the
oil, natural-gas and mining indus-
tries, according to data provider Dea-
logic. Natural-resources deals repre-
sent 58% of the value of China’s total
outbound mergers and acquisitions
transactions this year.

The Tanganyika transaction
strengthens China’s ties with the oil-
rich Middle East. The company is
based in Calgary, Alberta, and listed
on the Toronto Stock Exchange, but
its oil production comes from Syria,
which the U.S. State Department
lists as a state sponsor of terrorism.

Still, Syria is a minor player in oil.
Many of its fields are in decline, and
its production last year accounted
for only 1.6% of the Middle East’s to-
tal, according to the BP Statistical
Review of World Energy. In the three
months ended June 30, Tanganyika
posted gross average daily oil pro-
duction of 16,700 barrels.

Chinese state oil companies have
sought resources in many places
where U.S. and European oil majors
are reluctant to plant their flag. The
latest deal follows an earlier acquisi-
tion by China National Petroleum
Corp. and ONGC of a Syrian oil field
owned by Petro-Canada Co. Sinopec

is also developing a field in Iran,
while rival PetroChina Ltd. is explor-
ing for resources in Sudan.

The bidding for Tangayika pit Si-
nopec against ONGC for the second
time this year. ONGC beat Sinopec to
acquire London-listed Imperial En-
ergy Corp., whose assets are in Rus-
sia, for $2.6 billion.

China’s decision to target re-
sources in politically risky nations
comes after it suffered a major set-
back in the 2005 failed $18.5 billion
hostile bid by China National Off-
shore Oil Corp., or Cnooc, to buy Uno-
cal Corp. More recently, China has
succeeded in extending its reach by
taking a different approach. Cnooc
unit China Oilfield Services Ltd. last
month launched a $2.5 billion
friendly takeover of a Norwegian oil
field services provider, Awilco Off-
shore ASA.

Lehman Brothers Asia Ltd. ad-
vised Sinopec on the Tanganyika
deal, showing the continued prow-
ess of the future arm of Japan’s No-
mura Holdings Inc. in helping China
land international deals. It also ad-
vised Cnooc’s oil-field-services arm
on the acquisition of Awilco as well
as Aluminum Corp. of China Ltd. on
its joint bid with Alcoa Inc. for a

stake in Rio Tinto PLC. Scotia Water-
ous Inc. advised Tanganyika.

Sinopec’s offer for Tanganyika is
31.50 Canadian dollars (US$30.38) a
share. That represents a 21% pre-
mium to the company’s Wednesday
close of C$26 a share. The transaction
has been approved by both compa-
nies’ boards but still needs regulatory
approval. Tanganyika earned a $29.8
million net profit on revenue of $78.2
million in the first half of this year.

China’s search for mining re-
sources has focused on Australia.
Booming demand for steel in China
has driven up iron-ore prices and
pushed steelmakers like Jiangsu
Shagang to increase their invest-
ments in Australia. Sinosteel Corp.

this year succeeded in a hostile bid
for Australian miner Midwest
Corp., a deal that was finalized in re-
cent weeks.

Grange Resources said Thursday
it plans to merge with iron-ore-pel-
let producer Australian Bulk Miner-
als, which is controlled by a consor-
tium that includes Jiangsu Shagang.
The companies said the deal would
shore up funding for Grange’s
planned US$1.6 billion Southdown
iron-ore project. Grange has a mar-
ket capitalization of about
A$219 million.
 —Shai Oster in Beijing,

Alex Wilson in Melbourne
and Bai Lin in Shanghai

contributed to this article.

Bank of East Asia run turns into rally
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Jeffrey Ng

And Jackie Cheung

HONG KONG—Shares of Bank of
East Asia Ltd. rallied Thursday after
tycoon Li Ka-shing said he bought
into the lender, and a run on the
bank showed signs of abating.

The bank’s executives have
firmly denied rumors of financial
problems sent as text messages that
were the catalyst for the run. Hong
Kong financial regulators have also
declared the rumors unfounded,
and they have thrown their support
behind the bank, Hong Kong’s fifth
biggest by assets.

Earlier Thursday, Bank of East
Asia Chairman David Li told report-
ers that Li Ka-shing, one of Asia’s
wealthiest businessmen, bought
shares in the Hong Kong lender
Wednesday in a show of support,
though he didn’t say how many. Li
Ka-shing used his own funds for the
purchase, an executive at one of his

companies, the property giant Che-
ung Kong (Holdings) Ltd., later
said.

Li Ka-shing “was very nice and
he called me saying he didn’t know
why people are reacting this way,”
the Bank of East Asia chairman told
reporters. David Li (who is unre-
lated) said he and other Bank of East
Asia directors would be buying
shares in the bank.

Bank of East Asia shares rose
3.4% to 26 Hong Kong dollars
(US$3.35) Thursday, regaining
some of the 6.8% they lost Wednes-
day.

Earlier Thursday, the Hong Kong
Monetary Authority injected liquid-
ity into the local banking system, a
move that may have been related to
the run on Bank of East Asia. The
run scared some bigger banks into
withholding their funds from
smaller local players, a local bank
treasurer said.

In an apparent response to the
panicked withdrawals, Financial

Secretary John Tsang said the gov-
ernment is consulting with banks
about raising the insurance on local
deposits above the current level of
HK$100,000.

Dozens of people lined up out-
side Bank of East Asia branches
Thursday to get their money, in con-
trast to lines of hundreds of people
who withdrew funds Wednesday.
HKMA Chief Executive Joseph Yam
said he believed the run on Bank of
East Asia had “stabilized,” but
added the “tense situation” in the in-
terbank market may continue for
some time.

In Singapore, dozens of Bank of
East Asia’s depositors descended on
its only branch in the city-state, de-
spite assurances from the local mon-
etary authority that the bank was
sound.

In mainland China, the bank said
it hasn’t seen a large number of cli-
ents withdrawing money from its
branches in Beijing, Shanghai or sev-
eral other mainland cities.

26 FRIDAY - SUNDAY, SEPTEMBER 26 - 28, 2008 T H E WA L L ST R E ET JOU R NA L .



Alitalia rescue wins union support

Holiday forecast is bleak
Neiman Marcus says
rich are cutting back;
retailer’s loss widens

Oracle making a move into hardware

By Rachel Dodes

Upscale retailer Neiman Marcus
Inc. offered a bleak outlook for the
holidays and said its quarterly loss
more than doubled from a year ear-
lier, signaling a further downturn in
the U.S. luxury-goods market.

Neiman, which posted a
$35.7 million loss for its fiscal quar-
ter ended Aug. 2, warned that the
American luxury market is likely to
be hit hard by the recent financial
crisis as wealthy and upper-middle-
class consumers change their atti-
tudes toward spending.

James Skinner, Neiman’s chief fi-
nancial officer, said that news of the fi-
nancial turmoil is ubiquitous and that
is negatively affecting the mood of
consumers, who otherwise can still af-
ford expensive clothes, shoes and jew-
elry. “The best customers never lose
the ability to spend,” Mr. Skinner
added. But “there’s an emotional im-
pact” because of the coverage.

Carol Brodie, a branding adviser
from Fairfield, Conn., said she
splurges every fall on high-end
coats and shoes. But this year,
though she is doing well financially,
she didn’t shop. “I don’t feel com-
fortable going all out,” she said.

In a conference call, Neiman Mar-
cus Group Chief Executive Burt Tan-
sky said that “we anticipate that the
months ahead will be difficult,” in-
cluding the crucial holiday season.
He noted that many of the compa-
ny’s customers are heavily invested
in the stock market.

Neiman’s results came after ana-
lysts last week began reducing their
full-year earnings forecasts for
Saks Inc., which generates more
than 20% of its annual sales at its
flagship store in New York. Shares
of Saks hit a 52-week low Wednes-
day. “Obviously, it’s a very difficult
time in the U.S.,” said Saks CEO
Steve Sadove Wednesday at a fash-
ion-industry event in Milan.

As recently as the summer, some
key categories of the U.S. luxury
market were showing surprising re-
silience, including high-end jewelry,
Swiss watches and products from
such European brands as Hermès
and Louis Vuitton.

But many luxury retailers saw
sales start to weaken as the summer
wore on. Nordstrom Inc., for exam-
ple, cut its outlook for the second
half in mid-August. Saks reported a
5.9% decline in August same-store

sales and a $32 million loss for its fis-
cal quarter ended Aug. 2. Tiffany &
Co., which sells everything from
$200 silver pendants to $1 million-
plus diamond rings, said same-store
sales in the U.S. declined 4% in the
quarter ended July 31.

Then came last week’s meltdown
on Wall Street, which industry exec-
utives say could dry up any linger-
ing demand in the U.S.

At fashion shows in Milan this
week, many European luxury-goods
executives didn’t hide their concern
that affluent consumers will quit buy-
ing designer clothes, handbags and
shoes. Francois Henri Pinault, chief
executive of PPR SA, which owns
Gucci, Bottega Veneta and Balen-
ciaga, said he doesn’t expect the U.S.
market to recover until mid-2009.
 —Christina Binkley and

Christina Passariello
contributed to this article.

CORPORATE NEWS GLOBAL BUSINESS BRIEFS

Air France-KLM SA

Franco-Dutch airline Air France-
KLM SA confirmed Thursday that
its board agreed to Jean-Cyril Spin-
etta’s request to step down as chief
executive of the company as well as
its Air France unit. Mr. Spinetta,
who has headed both companies for
the past 11 years and turns 65 years
old next month, is to be succeeded
in the posts by Pierre-Henri Gour-
geon, who is now deputy CEO of Air
France-KLM and chief operating of-
ficer of Air France. Mr. Spinetta will
remain chairman of both Air France
and Air France-KLM.

—Compiled from staff
and wire service reports.

Cathay Pacific Airways Ltd.

Hong Kong’s Civil Aviation De-
partment approved applications by
Cathay Pacific Airways Ltd. and
five other airlines to reduce their
fuel surcharges 10% to 15% begin-
ning Oct. 1 as crude-oil prices have
declined. Airlines that fly to the city
will continue to be allowed to col-
lect fuel surcharges until the end of
November. The CAD, which reviews
fuel surcharge applications for air-
lines flying into Hong Kong every
two months, said that apart from Ca-
thay Pacific, it also approved the re-
quests to extend the charges from
All Nippon Airways Co. and Jetstar
Asia Airways. Cathay Pacific will
cut long-haul surcharges 10% to
HK$832 a sector. Other airlines will
likely make similar applications be-
fore the end of the month.

Source: the company
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By Stacy Meichtry

And Luca Di Leo

MILAN—Italy’s civil-aviation au-
thority has extended the operating li-
cense of Alitalia SpA after the coun-
try’s largest union threw its support
behind investors trying to rescue the
struggling state-controlled airline.

The CGIL union joined three other
large unions Thursday in backing a
plan by Cia. Aerea Italiana, or CAI, to
buy the profitable parts of Alitalia and
merge them with smaller rival Air
One SpA. CAI is a new company cre-
ated by a group of Italian investors.

The decision by CGIL, Italy’s larg-
est union, is the latest chapter in a
see-saw struggle over the fate of Ali-
talia. Numerous government-im-
posed deadlines have come and gone
while Alitalia continues to burn
through its depleted cash reserves.

A week ago CGIL, which repre-
sents Alitalia ground crews, re-
jected the rescue plan, prompting
CAI to withdraw its offer to priva-
tize the airline. Without a rescue
plan in place, Italy’s civil-aviation
authority ENAC threatened to
ground the carrier in accordance
with European Union rules.

CGIL’s reversal buys more time for
all sides. With the union’s renewed
backing, CAI has reinstated its offer
until Oct. 15, meaning ENAC won’t
ground the airline immediately.

A key stumbling block remains
Alitalia’s militant pilots union,
which opposed CAI’s demands to
place all staff under a single con-
tract that could cut pilot pay and
benefits. Pilots, who have routinely
shut down the airline by staging in-
dependent strikes, would also have

a harder time striking under a con-
tract that links them to Alitalia’s
other employees.

Italian government officials
Thursday expressed confidence
that the pilots would also come on
board. Industry Minister Claudio
Scajola said he expected to finalize
an agreement between all unions
and CAI within 20 days. It was un-
clear if Alitalia has the funds to last
that long. The company had Œ30 mil-
lion to Œ50 million ($44 million to
$73 million) in cash as of mid-Sep-
tember and burns through Œ2 mil-
lion every day it operates.

CAI’s investors include Italian en-
trepreneur Roberto Colaninno, the
Benetton family and Intesa Sanpaolo
SpA, one of Italy’s largest banks. The
company plans to spend Œ1 billion to
buy Alitalia’s viable assets, including
airport slots and newer planes.

By Ben Worthen

Oracle Corp., one of the best-
known names in computer soft-
ware, is entering the hardware
business.

The Redwood Shores, Calif., com-
pany disclosed plans to sell a com-
puter bundled with Oracle soft-
ware, a combination designed to
help businesses sort through data
faster. The system, which Oracle de-
scribes as an appliance, will be

made for the company by Hewlett-
Packard Co. and come with Oracle’s
database software installed.

Databases are a kind of filing
cabinet for corporate information,
and serve as a foundation for build-
ing more specialized business soft-
ware. The new Oracle device is par-
ticularly tailored for a chore
known as data mining, in which
companies sift through a compila-
tion of their information to find
patterns that can help them make

decisions. The larger the reposi-
tory—known as a data warehouse—
the longer it takes to answer que-
ries posed by users.

Oracle, which has never sold
hardware before, faces competition
from appliance-like systems from
Teradata Corp., Netezza Corp. and
Greenplum Inc., among others.

But competitors, including
Greenplum President Scott Yara,
say Oracle will have to prove itself
in the new field.

Finmeccanica SpA

Italian aerospace and defense
group Finmeccanica SpA said
shareholders of U.S. defense com-
pany DRS Technologies approved
Finmeccanica’s offer to buy it. The
move was widely expected. Earlier
this month, Finmeccanica ap-
proved a capital increase of up to
Œ1.4 billion ($2.05 billion) to fi-
nance part of its acquisition of DRS
Technologies for $81 a share. Fin-
meccanica has said that the acquisi-
tion will provide cost benefits not
only from sharing research and de-
velopment costs but also from
streamlining operations and cen-
tral costs. The company has also
said that Finmeccanica’s U.S. pres-
ence is important, for even a “small
increase in the pie of U.S. defense
spending” will translate into reve-
nue and profitability increases for
the company.

McCormick & Co.

McCormick & Co. posted a 21% in-
crease in fiscal-third-quarter net in-
come as the company increased
prices and benefited from recent ac-
quisitions. President and Chief Exec-
utive Alan Wilson said the higher
prices helped mute the impact of re-
duced sales to restaurants in the
U.S. and Europe. For the quarter
ended Aug. 31, the spice maker re-
ported net income of $68.6 million,
or 52 cents a share, up from $56.8
million, or 43 cents a share, a year
earlier. Revenue improved 9.1% to
$781.6 million. Sales in McCor-
mick’s consumer business rose 14%,
partially because of acquisitions,
while industrial sales increased 3%.
The company raised its fiscal-2008
per-share earnings guidance by a
penny to a range of $2.04 to $2.08.

Nike Inc.

Quarterly profit falls 10%
despite overseas strength

Nike Inc.’s first-quarter profit
fell 10% despite strong overseas
growth, as the company struggled
against higher costs and the lack of
a year-ago tax benefit. The world’s
largest sportswear company by
sales said net in the period ended
Aug. 31 fell to $510.5 million, or
$1.03 a share, from $569.7 million,
or $1.12, a year earlier, damped by
the costs of promotions timed to the
Olympics and the lack of a tax bene-
fit of $105.4 million from the year-
ago quarter. Sales rose 17% to $5.43
billion from $4.66 billion last year,
boosted largely by growth in its
core brand. Sales for the company’s
trademark swoosh brand increased
18% to $4.8 billion. Sales at Nike’s
subsidiaries, which include Con-
verse, Cole Haan and Hurley, rose
7%to $655.3 million from $612.8 mil-
lion last year. Sales in the Asian-Pa-
cific region climbed 36% to $860.6
million.

Shimao Property Holdings Ltd.

Chinese real-estate developer
Shimao Property Holdings Ltd.
said Thursday that its first-half net
profit fell 56% on lower property
sales. Chairman Hui Wing-mau,
who is one of China’s richest men,
said the company has cut its con-
tracted property-sales target this
year 20%, as he expects China’s real-
estate market to remain weak in
the second half. Shanghai-based
Shimao said net fell to 919.1 million
yuan ($134.7 million) from 2.08 bil-
lion yuan a year earlier. Revenue
fell 24% to 1.84 billion yuan. Reve-
nue from property sales fell 42% to
1.4 billion yuan. “The global econ-
omy this year is being dragged by
the financial-market crisis,” Mr.
Hui said. “It is expected that many
uncertainties remain for the sec-
ond half [of the] year.”

Swedbank AB

Swedbank AB said its deposit in-
flows and outflows are normal and
more customers are opening ac-
counts than closing them. The an-
nouncement by the Swedish bank
came after business daily Dagens In-
dustri reported that an increasing
number of customers had with-
drawn money in the past few days.
Swedbank’s share-price volatility
and higher borrowing costs relative
to Nordic peers have raised doubts
about its liquidity position, prompt-
ing speculation it might need fresh
capital. Its $1.35 billion exposure to
the U.S. commercial-property mar-
ket through a subsidiary of Lehman
Brothers Holdings Inc. also came as
a surprise for the market last week.
The Swedish central bank and the Fi-
nancial Supervisory Authority have
maintained that the financial stabil-
ity and strength of Sweden’s top
banks are satisfactory.

Telecom Italia SpA

Several sovereign-wealth funds,
from the Middle East and Russia,
have expressed interest in investing
in Telecom Italia SpA, people famil-
iar with the situation said Thursday.
Any potential investment could give
a much-needed boost to the former
state monopoly, which has Œ37 bil-
lion, or $54.09 billion, in debt and
faces falling margins at home and
abroad owing to stiffening competi-
tion and regulatory pressures. The
people also confirmed an expression
of interest in Telecom Italia came
from Libyan sovereign fund Libyan
Investment Fund, or LIA, adding the
phone group will be willing to con-
sider LIA’s interest “at the right
price.” Telecom Italia said Thursday
it has informed its board it received
recent expressions of interest to in-
vest in the group’s capital, but added
no concrete proposal has been made.
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Goldman’s own offering puts it atop table
Firm moves to No. 1
in ECM, M&A lists
by Thomson Reuters

Slimmer pickings in Europe
European mergers-and-acquisitions activity in the third quarter was down 
4.6% from the same period the year before and was less than the U.S. for the 
second consecutive quarter, in billions of dollars

Source: Thomson Reuters
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Flow of private-equity cash
to financials picks up pace

By Harry Wilson

Dawn Cowie

And Shanny Basar

G OLDMAN SACHS Group Inc.
has reclaimed its crown as the
world’s leading mergers-and-

acquisitions adviser, replacing U.S.
rival Morgan Stanley at the top of
the global rankings for the first nine
months of the year.

Thanks to a last-minute increase
in the size of Goldman’s secondary
offering of its own shares to institu-
tional investors Wednesday, it also
reached the top spot in Thomson
Reuters’s equity-capital market
rankings, pushing J.P. Morgan
Chase & Co., which had led the field
until Tuesday night, into second
place.

Morgan Stanley, which recently
agreed to be bought by Bank of
America Corp. and was the world’s
leading M&A house for the year-ear-
lier period, dropped to fourth
place. J.P. Morgan is now ranked
second, ahead of Citigroup Inc.
While such rankings don’t necessar-
ily reflect the health of a business
and the rankings from Thomson
Reuters don’t always mesh with

those from rival data provider Dea-
logic, the banks themselves watch
the rankings closely and heavily
promote high placements as a way
to draw clients.

Goldman also tops the rankings
of the amount of fees collected from
advising M&A deals. It has earned
$1.58 billion so far this year, $323
million more than J.P. Morgan in sec-
ond place and $380 million more
than Morgan Stanley in third.

In terms of equity-capital mar-
ket deals, Goldman Sachs man-
aged the highest value of deals glo-
bally with a combined value of

$51.9 billion from 106 deals in the
year to Sept. 24, according to
Thomson Reuters.

The U.S. bank usurped J.P. Mor-
gan’s position at the top of the glo-
bal ECM league table Wednesday af-
ter it raised $5 billion in a public of-
fering of its own stock, having ini-
tially aimed to sell $2.5 billion.
Shares were sold at $123 each, com-
pared with the closing price of
$125.05 on Tuesday.

Excluding Wednesday’s share
sale, Goldman generated $775.5 mil-
lion in ECM fees, which is 15% less
than its revenue at the end of the

third quarter last year, when it was
fourth intheglobal ECMleaguetable.

In second position was J.P. Mor-
gan with a global deal value of $48
billion from 132 deals in the year to
date. J.P. Morgan’s business gener-
ated $929.7 million in ECM fees in
the year to date, which is 31% less
than its revenue at the end of the
third quarter last year, when it was
the No. 1 bookrunner.

Initial public offerings around
the world raised only $91 billion in
the year to date, a decline of 54%
from a year earlier. Meanwhile, the
value of withdrawn flotations glo-
bally reached $53.2 billion, the
highest value in five years. Eight of
the largest 10 completed flotations
this year have been by emerging-
market issuers including the $2.5
billion raised by Czech coal miner
New World Resources BV, in May,
still the largest new listing in Eu-
rope.

J.P. Morgan was sole bookrunner
on the $2.5 billion initial public of-
fering of Saudi Arabia mining com-
pany Ma’aden in July, one of the
only flotations of any size in the
past three months.

In the debt markets, J.P. Morgan
and Deutsche Bank AG held onto
the top spots in the global and Euro-
pean bond bookrunner rankings
over the first nine months of the
year.

According to Thomson Reuters,
J.P. Morgan has worked on $278.8

billion of deals, ahead of Deutsche
Bank, which climbed one place to
second with $245 billion of deals,
and Barclays PLC’s Barclays Capital
in third. The U.K bank underwrote
$229.4 billion of deals, climbing
from seventh to third in the third-
quarter rankings year-on-year.

In Europe, Deutsche Bank main-
tained its dominance, underwriting
$112.9 billion of deals in the first
nine months, well ahead of Royal
Bank of Scotland Group PLC. The
U.K. bank, as it was last year, is in
runner-up position at the nine-
month stage after working on $97.3
billion of deals, with Barclays close
behind with $96.5 billion of deals.

French bank BNP Paribas SA has
shown strong progress this year,
climbing to fourth in European
bonds from 10th at the same stage
last year, while HSBC Holdings PLC
has climbed one place to make it a
trio of U.K. banks in the top five Eu-
ropean bond houses.
 —Vivek Ahuja

contributed to this article.
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By Toby Lewis

Private-equity firms invested
$5.5 billion in seven deals involving
banks and brokers during the first
half of the year, a larger amount than
firms have invested in the sector in
previous years and a reflection of the
financial sector’s distress.

Deals so far this year include
TPG’s $2 billion capital injection into
the U.S.’s Washington Mutual Inc. as
part of a $7 billion consortium invest-
ment and J.C. Flowers & Co.’s two mi-
nority investments, totaling $1.8 bil-
lion, in Japan’s Shinsei Bank Ltd.

There was $4.5 billion across 11 in-
vestments in banks and brokers dur-
ing the whole of 2007, according to
the report published by financial in-
stitutions mergers-and-acquisitions
firm Freeman & Co.

For many years only a few private-
equity firms, such as J.C. Flowers,
Lone Star Funds and Cerberus Capi-
tal Management LP, have been at-
tracted to the financial sector. But
other firms, such as TPG, Carlyle

Group LLC and CVC Capital Part-
ners Ltd., have now built up teams
for the sector to take advantage of
distressed opportunities.

The trend may be short-lived, ac-
cording to the report: “Banks con-
tinue to announce massive write-
downs moving into the second half
of 2008 and are still in need of capi-
tal, but several large investments in
banks by private-equity firms have
already run into trouble, which may
cut short this trend.” For instance,
WaMu shares are trading at half the
value they measured when TPG
made the deal, though TPG has a
number of downside protections
built into its investment.

On the other hand, the report
also said further regulatory change
could stimulate interest in the sec-
tor. A significant change was made
in the U.S. this week allowing buy-
out firms to acquire up to 35%
stakes in U.S. banks and providing
them with greater flexibility to com-
municate with management and
take board seats.

By Mark Cobley

The $700 billion rescue package
proposed for U.S. banks could end up
costing the global economy dearly,
according to a former World Bank
economist who has overseen similar
rescues in emerging markets.

Sweder van Wijnbergen said at
a conference in the Netherlands
the cost of such rescue packages
wasn’t necessarily related to the

size of the initial problem.
“We have done research into 70

or 80 crises around the world,” he
said. “The thing that makes these cri-
ses very expensive is when policy-
makers offer blanket guarantees. It
takes away all incentives for recov-
ery.” He said the cost of the crises he
studied ranged from 1% or 2% of
gross domestic product if it was well-
managed, up to an average 40% in
poorly managed emergencies.

Mismanagement can boost costs
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A
USTRIA on Sun-
day is to be-
come the first

member of the Euro-
pean Union to give
16-year-olds a voice
in national elections.

Following the col-
lapse in July of the
governing coalition

between the center-left Social Democrats and the
center-right People’s Party, polls are showing a
tight race. All parties are pitching to the younger
first-time voters.

Still, “the 2008 parliamentary elections are pre-
dominantly going to be decided by people over the
age of 50,” said Ferdinand Karlhofer, head of the
University of Innsbruck’s political science depart-
ment.  —Associated Press

Youth vote on Sunday
will be younger than ever

I
RELAND is now in a re-
cession, the country’s
Central Statistics Office

said, after recording that the
economy shrank for a second
consecutive quarter in the
three months through June.

Gross domestic product
shrank by 0.5% from the pre-
vious quarter. Ireland’s econ-
omy has been ravaged by a
crash in house prices, which
has contributed to a fall in

consumer spending and a massive drop in investment.
Ireland is the first of the 15 countries that use the

euro to fall into a recession. The euro zone as a whole
saw economic contraction of 0.2% in the second quar-
ter, but is expected to escape technical recession by
growing 1.3% in the third quarter.  —Associated Press

A
ss

oc
ia

te
d 

Pr
es

s

Vote to test Belarus’s democratic progress
Leader courts West
to ease dependence
on Russian allies

South Africa’s Motlanthe to be next president

By Andrew Osborn

Belarus—the country known as
“Europe’s last dictatorship”—has
promised to hold free parliamen-
tary elections Sunday, setting up a
key test of whether a charm offen-
sive that’s earned the country a mod-
est thaw with the U.S. and Europe is
more than just public relations.

That means a delicate dance for
President Alexander Lukashenko,
who built his iron-fisted rule on
close relations with Russia, his east-
ern neighbor. After last month’s war
in Georgia opened a yawning gap be-
tween Moscow and the West, it has
become harder to balance both
sides’ interests.

The Kremlin has leaned hard on
Mr. Lukashenko to follow its lead
and grant diplomatic recognition to
separatists in Georgia. Mr. Lukash-
enko has so far dodged that decision,
possibly because he is worried about
jeopardizing his progress with West,
which has denounced Moscow’s sup-
port for the separatists.

“It’s a very difficult situation,”
said Alexander Milinkevich, an oppo-
sition politician who challenged Mr.
Lukashenko for the presidency in
2006. Recognition of the separatist
regions of South Ossetia and Abkha-
zia would signify Belarus was a “Rus-
sian satellite state,” he said, and de-
rail Mr. Lukashenko’s chances of rap-
prochement with the West.

A former prison guard and collec-
tive-farm boss, Mr. Lukashenko has
ruled Belarus like a fiefdom, control-
ling the press, repressing the opposi-
tion and running a Soviet-style com-
mand economy. A referendum he
called changed the constitution, al-
lowing him to serve more than two
terms in office.

After years of deepening isola-
tion, Mr. Lukashenko this spring be-
gan to reach out to the European
Union and the U.S. To curry favor, he
has released political prisoners,
hired a Western public relations
agency and allowed the opposition a
little more leeway. In return, the U.S.

has eased some sanctions, while the
EU has held out the prospect of
warmer ties and potential funding.

“We want you to accept us, to en-
dorse and recognize our election,”
Mr. Lukashenko said in an interview
posted on the government Web site
this week. “We do not want to talk
to you across the Iron Curtain.”

Mr. Lukashenko has said he
hopes that some of the around sev-
enty opposition politicians contest-
ing Sunday’s election win seats.

The opposition had no seats in
the old parliament. Opponents com-
plain they have almost no represen-
tation in electoral commissions
where they say government officials
plotted vote-rigging in the past.

But whatever carrots Washing-
ton and the EU might offer to lure Be-
larus toward democracy pale at the
leverage Moscow wields. Belarus’s
largely Soviet-style economy de-
pends heavily on cheap energy from
Russia. Minsk pays just $127 per
1,000 cubic meters for Russian natu-
ral gas, the lowest price Moscow
charges any of its export clients.
Talks on next year’s price are just be-
ginning and Moscow already has in-
dicated it wants an increase.
Ukraine, where the pro-Western gov-
ernment has irked Moscow, is fac-

ing a price of $400.
Russia has offered Belarus a $2

billion loan to help pay the higher
costs, but Minsk officials fear that
would make their dependence on
Moscow complete.

“If we don’t make changes to the
economy we’ll be absolutely depen-

dent on Russia in two or three
years,” said Mr. Milinkevich. Mr.
Lukashenko was courting the West
to attract investment and help mod-
ernize Belarus’s economy in order
to preserve its independence, he
said.

The Georgian war and Kremlin

talk of areas of “privileged inter-
ests” in the former Soviet Union
have unsettled Belarus, despite its
traditional role as a staunch Russian
ally, analysts say.

“Russia tried to send a very clear
sphere-of-influence message to all
post-Soviet states, including its so-
called friends,” said Andrew Wil-
son, a senior policy fellow at the Lon-
don-based European Council on For-
eign Relations.

Ripples from the war have
caused problems elsewhere in the
former Soviet Union. In Ukraine the
coalition government collapsed, in
part due to difficulties in defining a
common response to the war.

Belarus has flirted with the idea
of unifying with Russia since the So-
viet collapse in 1991, taking tenta-
tive steps to form a union govern-
ment with a shared parliament and
currency. But those plans have be-
come bogged down in bickering and
mutual distrust and Mr. Lukashenko
has said the project is now effec-
tively frozen.

His own political fate is closely
linked to the project. Analysts say
he can remain in power while Be-
larus remains independent but oth-
erwise risks ending what has been a
14-year stint as president.

T
HE PACE of
money-supply
growth in the

euro zone deceler-
ated again in August,
amid slowing lending
growth to the private
sector.

Analysts are
watching data for evi-

dence that bank lending is beginning to dry up amid
tighter financing conditions stemming from market
turbulence and higher risk premiums.

August broad M3 money supply grew 8.8% from
a year earlier, below July’s 9.1% rise, the European
Central Bank said Thursday. The August growth rate
was the lowest since October 2006; however, corpo-
rate lending, while declining, remained robust.
 —Monica Houston-Waesch

Economy enters recession
as GDP contracts 0.5%
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By Robb M. Stewart

JOHANNESBURG—South Afri-
ca’s parliament elected former
trade unionist and freedom fighter
Kgalema Motlanthe as the country’s
president, a move that may heal
wounds inside the ruling party after
Thabo Mbeki’s forced resignation.

Mr. Motlanthe will be tasked
with cobbling together a caretaker
government that will serve until
presidential elections early next
year. Deputy leader of the ruling Af-
rican National Congress party, he
takes the helm amid a deep rift be-
tween supporters of Mr. Mbeki and
those of his rival, ANC leader Ja-
cob Zuma.

Mr. Zuma, who isn’t eligible to
serve as interim president, is ex-
pected to easily win national elec-

tions set for when Mr. Mbe-
ki’s second term in office
was due to end.

After he was sworn in,
Mr. Motlanthe moved
swiftly to reassure inves-
tors that his interim gov-
ernment didn’t plan big eco-
nomic policy changes, and
to signal key points of de-
parture from Mr. Mbeki.

“We will remain true to
the policies that have kept
South Africa steady and
that have ensured sustained
growth,” Mr. Motlanthe said in his ac-
ceptance speech to parliament.

Mr. Motlanthe reappointed Fi-
nance Minister Trevor Manuel,
who was credited with helping steer
South Africa through a period of sig-
nificant economic growth.

At the same time, he re-
placed controversial
Health Minister Manto
Tshabalala-Msimang,
dubbed “Dr. Beetroot” for
her support of vegetables
in fighting AIDS.

The South African rand
strengthened on the elec-
tion news. Johannesburg’s
broad All Share index
ended up 0.1% at 24936.4
points, having opened the
day modestly weaker. In-
vestors appeared to favor

the potential stabilizing effect of
Mr. Motlanthe’s election.

Investors had become skittish
earlier in the week when several
members of Mr. Mbeki’s cabinet
said they would resign, but key min-
isters later said they would be will-

ing to serve in a new government.
While an ally of Mr. Zuma, Mr.

Motlanthe is widely viewed as a uni-
fying personality who enjoys cross-
party appeal. He is an ANC stalwart
who fought against South Africa’s
apartheid regime and served in
prison with Nelson Mandela.

Mr. Motlanthe has defended Mr.
Zuma against allegations of corrup-
tion, but he has also garnered re-
spect among Mbeki supporters and
moderates in the party for chastis-
ing firebrand Zuma loyalists.

“In some respects the ANC
couldn’t have made a better choice”
than Mr. Motlanthe, said Sheila
Meintjes, political studies professor
at Johannesburg’s University of the
Witwatersrand. “He has shown he
thinks very carefully about the na-
tional interest.”

Alexander Lukashenko, left, met Dmitry Medvedev in August, but hasn’t granted
the Kremlin’s wish of Belarusian diplomatic recognition for Georgian separatists.
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Money-supply growth
eases as lending slows
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Fannie executives’ loans
Two other insiders
got big mortgages
from Countrywide
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By Glenn R. Simpson

Countrywide Financial Corp.,
the biggest U.S. mortgage lender,
made large, previously undisclosed
home loans to two additional execu-
tives of Fannie Mae, the govern-
ment-chartered firm at the center of
the U.S. credit crisis.

One of Countrywide’s previously
undisclosed customers at Fannie
was Jamie Gorelick, an influential
Democratic Party figure whose
$960,000 mortgage refinancing in
2003 was handled through a pro-
gram reserved for influential fig-
ures and friends of Countrywide’s
chief executive at the time, Angelo
Mozilo. Ms. Gorelick was Fannie
Mae’s vice chairman at the time.

Another Countrywide client was
recently ousted Fannie Mae Chief Ex-
ecutive Daniel Mudd, though it isn’t
clear whether he received special
treatment on two $3 million mort-
gage refinancings he made when he
was the company’s chief operating
officer.

In an interview, Ms. Gorelick said
she had no knowledge of receiving
special treatment. A financial ad-
viser to Mr. Mudd said he received
interest rates in line with the prevail-
ing market.

The Fannie loans—including a se-
ries of already-reported preferen-
tial loans to former Fannie chief ex-
ecutives James Johnson and Frank-
lin Raines—underscore the close
connections between Countrywide
and Fannie Mae and raise potential
conflict-of-interest issues.

Countrywide loans on preferen-

tial terms to influential figures are
the subject of a federal grand-jury in-
vestigation in Los Angeles, accord-
ing to people involved in the inquiry.
Prosecutors subpoenaed records of
many of the so-called “Friends of An-
gelo” loans in August, lawyers and
others familiar with the matter said.

A Fannie Mae spokesman de-
clined to comment.

The VIP loan program was dis-
continued by Bank of America Corp.
when it acquired Countrywide in
July, Bank of America spokesman
Dan Frahm said. Bank of America,
which had no such program of its
own, will cooperate with any legal in-
quiries, Mr. Frahm said.

In June, a Fannie Mae spokes-
man said the company’s conflict-of-

interest policy “requires the disclo-
sure of potential conflicts of inter-
est and prohibits acceptance of sub-
stantial gifts, including loans with
preferential terms, from an organi-
zation seeking to do business with
the company without prior review
and approval by the company.”

Countrywide was the nation’s
biggest mortgage firm and was the
biggest supplier of mortgage securi-
ties to Fannie Mae under an exclu-
sive “strategic agreement” reached
by the two firms in July 1999. Under
the deal, Countrywide agreed to de-
liver a large portion of Fannie’s an-
nual loan volume in exchange for
special financing terms.

Together, the two firms took a se-

ries of steps in recent years that
loosened their underwriting stan-
dards, including several reductions
in requirements for documentation
of borrower incomes that critics say
led to a wave of fraud. The U.S. finan-
cial system buckled this month un-
der the weight of hundreds of bil-
lions in mortgage loans to borrow-
ers who can’t pay them back.

While Countrywide was develop-
ing a closer working relationship
with Fannie Mae, the company also
had created a special path to handle
loan applications from influential
figures. The “Friends of Angelo” pro-
gram channeled loan applications
from celebrities, public figures and
sports stars—often singled out by
Mr. Mozilo—to a department where
the borrowers received special treat-
ment, sometimes including lower in-
terest rates and a reduction in fees.

“I do not believe there was any
special treatment given,” said Ms.
Gorelick. A former Countrywide em-
ployee, Robert Feinberg, said that
Ms. Gorelick’s business was handled
through the firm’s VIP lending de-
partment in California, and the staff
there was aware of her position as a
senior Fannie executive.

“I know 100% she went through
the VIP department,” Mr. Feinberg
said, adding that VIP clients such as
Ms. Gorelick typically received a
one-percentage-point reduction in
their interest rate.

Real-estate records show that
Ms. Gorelick received nearly the
same interest rate that Country-
wide provided to then-Fannie chief
Mr. Raines, who received a similar
loan about 40 days before Ms.
Gorelick in the spring of 2003.

Mr. Raines received a rate of
5.125% for the first 10 years on a
$982,253 refinancing, Washington,
D.C., real-estate records show.

A little over a month later, Ms.
Gorelick received a rate of 5% for the
first 10 years on a $960,149 refinanc-
ing. The transaction was handled by
another employee who sat next to
him, Mr. Feinberg said. The average
market rate for loans of the type ob-
tained by Ms. Gorelick and Mr.
Raines fluctuated around 6% at that
time, according to data from HSH As-
sociates Inc., potentially saving the
two borrowers thousands of dollars
over the life of the loans.

Ms. Gorelick acknowledged she
may have dealt with the Country-
wide employee in California who
handled the so-called “Friends of An-

gelo” loans, but said she believed
she only received expeditious ser-
vice. “You’d think if somebody was
trying to do me a favor, they would
tell me they were doing me a favor,
and I am unaware of any such treat-
ment,” she said, adding that she was
planning to leave her position as
vice-chairman of Fannie Mae at that
time. “When I did this transaction, I
was decidedly a has-been,” she said.
“I had no favor to give.”

The loans to Mr. Mudd are more
ambiguous. Because they are so
large, it wasn’t possible to locate
comparable industry data on pre-
vailing market rates. In addition, a fi-
nancial adviser to Mr. Mudd said the
loans were handled through Coun-
trywide’s normal retail channels,
and Mr. Feinberg said he had no
knowledge of the loans.

In June 2001, Mr. Mudd refi-
nanced a $3 million home loan at
6.5% for the first five years, adjust-
able thereafter. In August 2003, he
refinanced again and obtained a
rate of 4.25% for the first seven
years. In both cases, the prevailing
market rates for jumbo mortgages
were at least a quarter-point higher,
according to HSH. But an HSH ana-
lyst said it is unclear whether some-
one who borrowed $3 million would

be able to get a better deal.
Real-estate records show the ini-

tial loan by Countrywide to Mr.
Mudd was handled by a company of-
fice in Plano, Texas, that processed
other “Friends of Angelo” loans, as
well as standard loans. But a former
employee of that office who handled
the paperwork on the Mudd loan
said she had no recollection of it.

Greg Confair, a financial adviser
to Mr. Mudd, said Mr. Mudd explic-
itly instructed him to check Country-
wide’s rates against competitors.
“He said, ‘We do a lot of stuff with
Countrywide. If they can match
[other lenders] go with them. That’s
how we ended up with Country-
wide.” But Mr. Confair added that
the offer from Countrywide came
through a retail office in Virginia
and was in line with other firms.

Ms. Gorelick is part of a small
group of Democratic Party insiders
who received “Friends of Angelo”
loans. Another previously undis-
closed recipient was lobbyist
Charles Campion of the firm Dewey
Square, which represented Fannie
Mae at the time of his June 2003
loan, handled by Mr. Feinberg.
Later, in 2006, Mr. Campion became
a lobbyist for Countrywide. He de-
clined to be interviewed.

FUND SCORECARD
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Daniel Mudd denies
favoritism; Jamie
Gorelick says she
knew of no such aid.
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Morningstar, Ltd. or this publication. Funds shown aren’t registered with the U.S.
Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
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NEW YORK—Economic growth
in emerging markets, undermined
by the global financial turmoil, is
set to slow sharply into 2009, J.P.
Morgan Securities said in a report.

“More acute economic weakness
[is] in sight across both developed
and emerging markets as [the] U.S.
government embarks on the biggest
public financing operation since
World War II,” the unit of J.P.Mor-

gan Chase & Co. said.
Growth across most emerging-

market regions will decline below po-
tential in 2009, J.P. Morgan said.
Emerging Asia, excluding China and
India, is the region most sensitive to
the potential recession in developed
economies, and that has already
shown up in 2008 second-quarter
gross-domestic-product data, the re-
port said.

Emerging economies seen cooling
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German voters fracture
Bavarians likely to
switch to smaller
parties of the left

British conventions skip
the ‘razzmatazz,’ mostly

Presidential debate stays in flux

*Poll of 1010 voters published Sept.23; average margin of
error +-2.5%. Figures don't add to 100% because they don't
include parties with less than 5%.   

Sources: Bavarian government; TNS Emnid

Christian
Social Union

Social
Democrats

20%

Greens 8%

Liberals Other parties
failed to
reach the 5%
hurdle for
winning seats

The Left

20%

8%

8%

5%

Free Voters 7%

Many a slip 
Bavaria's ruling CSU is losing support, despite 
leader Günther Beckstein's (left) show of 
support for local beer culture

2003 Bavarian
election resultsParty Opinion poll*

61% 49%

By Alistair MacDonald

MANCHESTER, England—Dur-
ing the day, it’s earnest debate. At
night, serious drinking.

Traditionally, political conven-
tions in Britain aren’t made for
television. They’re heavy on politi-
cal arguments and alcohol, and
they lack glossy backdrops and sta-
dium atmospherics. While recent
party conferences have begun to
incorporate some digital-age inno-
vations, they’re far from the U.S.’s
highly choreographed conven-
tions.

Prime Minister Gordon Brown
wrapped up the Labour Party’s an-
nual conference Wednesday, after
winning good reviews for a speech
rich in crowd-pleasing policy with
an atypical personal touch. The op-
position Conservative Party’s con-
ference starts Sunday, and next
Wednesday it’s the turn of its
leader David Cameron, whose well-
received speech last year marked
the beginning of a tough year for
Mr. Brown.

“In the U.S., it is about event
and performance and
razzmatazz,” says Simon Burns, a
member of Parliament for the Con-
servative Party. Unlike most mem-
bers of his party, Mr. Burns sup-
ports the Democratic Party in the
U.S. He attended this year’s Demo-
cratic convention in Denver and
says he has hung on his bedroom
wall posters of Sen. Hillary Clin-
ton that he was given to wave dur-
ing her speech.

There wasn’t a sign in the audi-
ence or a British flag in the room
when Mr. Brown gave what was
considered the biggest speech of
his political career Tuesday, an at-
tempt to battle back from his his-
torically low ratings.

Mr. Brown spoke at 2:15 p.m.;
U.S. conventions are choreo-
graphed for prime-time TV. Brit-
ish politicians engage in constant,
combative debate in Parliament
and across the media—the kind of
debate seen only during election
periods in the U.S. Most British
politicians have little celebrity ap-
peal; former Prime Minister Tony
Blair was often criticized for try-
ing to win it by consorting with
rock stars and being interviewed
on popular TV shows. In his confer-
ence speech Tuesday, Mr. Brown
was clear: “I didn’t come into poli-
tics to be a celebrity.”

Delegates at the Labour confer-
ence in Manchester, a former in-
dustrial city in northern England,
attended seminars on subjects in-
cluding “rethinking public ser-
vices for a low-carbon economy”
and “building schools for the fu-
ture.” They listened to a steady
stream of government ministers
talking policy.

There are many other differ-
ences between the annual party
conferences in the U.K. and the
U.S. political conventions, held ev-
ery four years, mainly to anoint
the Presidential candidate. At
heart, though, both are meant to
show the party off to the country.

Labour boasts that it hosts the
largest conference in Western Eu-
rope; around 15,000 people at-
tend. The Conservatives expect
10,000. About 85,000 turned up to
hear Barack Obama’s speech at the
Democratic convention, and the
Republicans, who scaled down

their event earlier this month be-
cause of Hurricane Gustav, had
around 45,000.

The Democrats brought in
Stevie Wonder and Sheryl Crow.
Labour had a live link to Austra-
lian Prime Minister Kevin Rudd,
who discussed shared values. U.S.
elections and Wall Street turmoil
have deprived this year’s Conser-
vative conference of its usual big-
name U.S. speaker; recent years’
events have included New York
Mayor Michael Bloomberg and Ari-
zona Sen. John McCain.

To some attendees, more re-
cent U.K. innovations reflected
the influence of glossy American
conventions. A large screen on-
stage showed a video of Mr.
Brown’s accomplishments while
popular music played, and he
added some informal and personal
details to his speech. Mr. Brown
broke precedent when his wife Sa-
rah introduced her husband—
Michelle Obama-style—before his
big speech.

“They followed the U.S. tradi-
tion,” says John Prescott, who

served in Mr. Blair’s cabinet and at-
tended the conference this week.
“Things are changing. I belong to
the old system and this is the new
one.”

Many Labour politicians are
wary of the U.S. style, holding up
former party leader Neil Kinnock
as a cautionary tale. In the 1992
election, when it looked as if La-
bour was headed to victory over
Conservative John Major’s govern-
ment, Mr. Kinnock arrived at a
rally by helicopter, to music and
spotlights, and bellowed, “We’re
all right.” The rally was seen as
too triumphant and hurt Mr. Kin-
nock’s popularity. Days later, La-
bour lost the election.

To some longtime Labour Party
members, today’s conferences
seem too tame. Scuffles were com-
mon in the early 1980s as the far-
left and moderate wings of the
party clashed..

Labour Member of Parliament
Ronnie Campbell, who said he’s a
veteran of about 18 conferences,
didn’t attend this year. “It’s be-
come a show,” he said on the
phone from his hometown of Blyth
in northern England. “It used to be
a good debate. We used to get to-
gether at 6 o’clock over a pint, but
them days are gone.”

While Mr. Campbell’s idea of de-
bates may have ended, the pints
haven’t. The guide for the Conser-
vative Party conference in Bir-
mingham, England, next week of-
fers discount tickets to bars, casi-
nos and the Rocket Club, a strip
club. (Conservative conventions
have a reputation for being wilder
than Labour’s.)

In Manchester, as the seminars
closed, the bars opened. Politi-
cians hit crowded bars. In a tent
outside the conference hall, Mr.
Brown talked to crowds. “We don’t
need to go to a club when there is
free beer here,” said listener David
Denholm, a party member.

By Nick Timiraos

The financial crisis could
broaden the focus of Friday’s U.S.
presidential debate—if it goes for-
ward—beyond foreign policy to is-
sues of U.S. financial security. Both
campaigns are readying for possible
questions about the country’s debt,
the role of sovereign-wealth funds
and trade policy.

The proposed foreign-policy fo-
cus of the debate, to be held in Ox-
ford, Miss., appears to give an advan-
tage to Republican nominee John
McCain, who has long touted his
commander-in-chief credentials,
even as it offers an opportunity for
Democratic rival Barack Obama to
assert his qualifications. Both candi-
dates made the Iraq war a central is-
sue during the presidential prima-
ries earlier this year.

With Washington and much of
the rest of America fixated on the
country’s financial problems, the
two campaigns have in recent weeks
focused almost exclusively on the
economy. For many voters, the econ-

omy has emerged as a top issue.
Some people have already called

for economic-crisis-related ques-
tions to be included in the debate.
“They should be able to talk about
this some of the debate, because it is
a security issue,” former President
Bill Clinton said in an ABC News in-
terview Thursday.

Much of the debate is likely to in-
volve substantial discussions on
well-worn foreign-policy issues, in-
cluding how the U.S. could exit from
Iraq, stabilize Afghanistan, achieve
Middle East peace and confront a re-
surgent Russia. But questions of na-
tional security as they relate to the
economy could present a wild card,
giving the candidates a chance to ad-
dress issues that have received less
attention, including the growing
role of sovereign-wealth funds and
overseas ownership of U.S. assets.

The campaigns have agreed to
three debates, though Sen. McCain
on Wednesday proposed postpon-
ing the first one until there’s an
agreement in Washington over a fi-
nancial bailout plan. The second de-

bate is set to be conducted town-
hall-style, with the candidates tak-
ing questions from audience mem-
bers; the third will focus on domes-
tic and economic policy.

For Friday’s debate, moderator
Jim Lehrer of the Public Broadcast-
ing Service will decide which ques-
tions to ask.

The sharpest differences in the
economic views of the candidates
could be over trade. In the hard-
fought Democratic primaries, Sen.
Obama campaigned on a promise to
renegotiate the North American
Free Trade Agreement to include
stronger labor and environmental
safeguards. In ads and on the stump,
he has hammered away at Sen.
McCain for supporting trade deals
and tax breaks, which Sen. Obama
says have exported jobs from the U.S.

Sen. McCain, a committed free
trader, regularly extols the political
dividends of opening new markets
to U.S. goods. He has criticized Sen.
Obama’s position on Nafta as one of
“betrayal” that could upset foreign
capitals.

ECONOMY & POLITICS

By Marcus Walker

Conservative allies of German
Chancellor Angela Merkel faces the
prospect of embarrassing losses in a
state election Sunday, as polls show
voters defecting to small parties
amid dissatisfaction with the politi-
cal establishment.

A poor showing in the state of Ba-
varia for the Christian Social Union,
sister party of Ms. Merkel’s Chris-
tian Democrats, could be a sign of
trouble ahead for the chancellor in
next year’s national election. The
right-wing CSU, long dominant in
Bavaria, is in danger of winning
fewer than half of the 180 seats in
the state legislature for the first
time since 1958.

The CSU is likely to lead the next
state government but could have to
find a coalition partner if Sunday’s
result reflects opinion polls putting
it at around 48% or 49% of the vote,
in front of the Social Democratic
Party, with around 20%.

In Munich, the Bavarian capital,
that would be viewed as a disaster
for a party that won 61% of the vote
in the last state election in 2003.
Capturing less than 50% would also
call into question whether the CSU
can maintain its current share of
seats in the Bundestag, the German
federal parliament, in the Septem-
ber 2009 election.

Ms. Merkel’s center-right Chris-
tian Democrats are in an awkward
coalition with their biggest rivals,
the center-left Social Democrats.
Ms. Merkel’s chances of breaking
free of that coalition depend partly
on the CSU’s continued ability to
dominate elections in Bavaria, one
of Germany’s biggest states.

“Bavaria was decisive in the last
federal election,” says Manfred Güll-
ner, head of opinion-polling insti-
tute Forsa. “Without the Bavarian
Catholics, the protestant pastor’s
daughter Merkel would never have
become chancellor.”

But now, Bavarian voters are

drifting off to smaller factions, in-
cluding the Greens, the free-market
Liberals and post-communist group
Die Linke, or “The Left.” The Social
Democrats haven’t benefited from
the discontent with the CSU.

“It’s a trend that’s also visible na-
tionally: Big parties are losing sup-
port, small parties are gaining sup-
port,” says Michael Weigl, a politi-
cal scientist at the University of Mu-
nich. “Voters who backed the same
party for 30 years no longer vote
out of loyalty.”

Years of government cutbacks to
welfare and other spending have
alienated many voters from Germa-
ny’s political establishment. The
CSU is trying to claw back votes by
campaigning for the reinstatement
of commuter subsidies—but voters
haven’t forgotten that the party
helped Ms. Merkel’s government
cut them in the first place.

As a vote-harvesting machine,
the CSU has been one of the most
successful conservative parties in
the Western world in the postwar
era. Larger-than-life leaders such as
former state premier Franz-Josef
Strauss and a platform that married
business interests with rural popu-
lism helped it dominate its region.

The party’s slogan in an earlier
campaign, “laptops and lederho-
sen,” captured Bavaria’s mixture of
high-tech affluence and Alpine tradi-

tion. CSU leaders even claimed that
voting for the party was a true Ba-
varian’s duty.

But the party has run out of barn-
storming leaders who can rouse a
beerhall audience to a patriotic
frenzy. The current duo of state
prime minister Günther Beckstein
and party chairman Erwin Huber
are seen as “pale and lacking cha-
risma,” says Mr. Weigl.

Mr. Beckstein, a protestant, is
also at a disadvantage in the Catho-
lic-dominated state. Trying to
sound like a true Bavarian last
week, he made a widely ridiculed
gaffe: He attacked proposals from
Berlin for stricter drunken-driving
rules, telling a campaign rally a man
could drink two liters of beer at the
Oktoberfest and still drive home.

After condemnation from health
experts and police, Mr. Beckstein
qualified his claim, saying driving
was still possible if the two liters
were consumed over six or seven
hours.

“That sort of thing completely
undermines our efforts,” Bavarian
police-union head Harald Schneider
told reporters in Munich. Mr.
Schneider added that 99% of people
were “more sensible than our prime
minister” and took public transport
to the Oktoberfest.
 —Almut Schoenfeld

contributed to this article.

U.K. political confabs
have generally been
a sharp contrast to
flashy U.S. affairs.
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Venezuela and China reach
agreements on oil for aid

Flush oil firms pounce
Occidental purchase
of assets highlights
latest buying spree

By Shai Oster

And David Roman

BEIJING—Hugo Chávez, presi-
dent of oil-rich Venezuela, wrapped
up a three-day visit to China, the
world’s second-biggest oil
consumer after the U.S.,
promising to triple oil ex-
ports to China and receiv-
ing a pledge for more loans.

During his second trip
here in two years, Mr.
Chávez sought to deepen
his relationship with China
in order to reduce his coun-
try’s reliance on the U.S.

Despite years of tension,
the U.S. remains the biggest
buyer of Venezuela’s sulfur-
rich crude oil because it has the spe-
cialized refineries capable of pro-
cessing it into fuel.

In Beijing, Mr. Chávez signed a se-
ries of trade and energy deals and a
memorandum of understanding
with China to double the size of its

original loan to a joint development
fund to $8 billion. Venezuela will
double its contribution to $4 billion.
The money is meant to help Venezu-
ela build more infrastructure to
modernize its mostly rural econ-

omy.
Mr. Chávez said he dis-

cussed using the loans for
regional development as a
way to counter U.S. influ-
ence in the region.

Information on the
pacts came from the Vene-
zuelan side. Chinese offi-
cials declined to confirm
details, saying only that
agreements on energy
and trade had been
signed.

In exchange for more aid, China
will get more oil. According to a doc-
ument distributed by Venezuelan of-
ficials, the deals included a promise
to sell up to 500,000 barrels per day
of fuel oil to PetroChina Co., Chi-
na’s biggest oil producer by output.

U.S. relents to pressure,
will probe silver market

Investments and asset sales fall for 3i

WaMu courts private-equity firms

Hugo Chávez

By Carolyn Cui

With silver prices falling this
past summer, silver bugs world-
wide set out to prove that their
metal was in short supply and mar-
ket manipulation was at work. They
bombarded federal regulators with
hundreds of emails crying foul play
and demanded answers.

Though such pleas proved futile
in the past, this time the rousing cho-

rus grabbed regula-
tors’ attention. On
Wednesday, the
Commodity Fu-
tures Trading Com-

mission confirmed that there’s an in-
vestigation into the silver market.

The CFTC isn’t yet convinced
there’s systemic wrongdoing and in
May published a report saying as
much. But the agency decided to
take a fresh look, in part to show crit-
ics that it checks out complaints,
and also to make sure there isn’t
something new to uncover.

“We take the threat of manipula-
tion in the futures and options mar-
kets very seriously and employ a
number of measures to prevent,
identify and prosecute it,” said
Stephen Obie, acting director of the
agency’s division of enforcement.

Silver investors have argued
that a handful of U.S. banks have
been controlling a large portion of
silver’s short positions—or bets
that prices will decline—on Comex
division of the New York Mercantile
Exchange. Official data from the
CFTC showed that two U.S. banks
had increased short positions in the
silver futures market between July
and August by 450% and controlled
25% of the total open interest.

“The proof that this selloff was
criminal lies in public data,” wrote
Theodore Butler of Cape Elizabeth,
Maine, in August in a silver newslet-
ter. “The concentrated sale of such
quantities in such a short time”
caused silver’s fall, wrote Mr. But-
ler, who for many years has been vo-
cal about purported silver-market
manipulation.

The CFTC had argued in May
that the large banks that people as-

sailed for manipulating the market
were instead acting appropriately
as market makers, who take on fu-
tures positions to offset their expo-
sure in over-the-counter markets.
Therefore, these traders aren’t “na-
ked shorts” and won’t benefit from
long-term depressed silver prices.

Silver stalwarts weren’t per-
suaded. Jason Hommel, a newsletter
writer based in Penn Valley, Calif., di-
rected readers to visit their local
coin shops at 2 p.m. on Sept. 2 to size
up for themselves whether there was
a silver shortage. From Michigan to
North Carolina and beyond, he says,
investors trekked to coin shops.
Many reported no silver for sale.

Historically,silverhasbeenavola-
tile market. This year it saw a
near-50% drop and remains down
9.5% on the year. The agency has long
heard from frustrated silver inves-
tors.In2004,itpublishedanopenlet-
terbyMichaelGorham,thentheagen-
cy’s director of market oversight, af-
ter receiving more than 500 letters
and emails from silver investors.

That the enforcement rather
than oversight division is taking on
the issue marks a difference from
the CFTC’s previous efforts regard-
ing the silver market. The oversight
division performs overall market
surveillance. The enforcement divi-
sion looks at activities in a specific
time period.

MONEY & INVESTING
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Thursday: $13.222 per troy ounce,
down 16.2 cents

Silver futures
Daily settlement price on the
continuous front-month contract
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By Ben Casselman

The turmoil on Wall Street is re-
shaping the U.S. oil industry, forcing
debt-laden smaller producers to sell
assets and creating opportunities
for larger, cash-rich companies that
until recently had been criticized by
investors for spending too conserva-
tively.

The latest example: Occidental
Petroleum Corp., one of the largest
independent oil producers, on
Thursday snapped up the 50% inter-
est it didn’t already own in oil and
gas fields in Texas and the Rocky
Mountains from smaller player
Plains Exploration & Production
Co. The $1.25 billion price tag was
nearly 20% less than the $1.55 bil-
lion Occidental paid less than a year
ago for the first half of the assets.

“Many of these acquirers, those
with a fat balance sheet, can take ad-
vantage of this opportunity to buy
assets in a cheap market,” said Dan
McSpirit, an energy analyst with
BMO Capital Markets in Denver.

The deal comes amid a rapid re-
versal of fortunes for many in the en-
ergy sector. In the first half of the
year, energy prices skyrocketed and
investors eagerly lent money to oil
companies, one of the few indus-
tries still thriving in the struggling
economy.

Wall Street rewarded companies
that spent aggressively on finding

and drilling new wells, such as natu-
ral-gas producer Chesapeake En-
ergy Corp., shares of which soared
77% this year, peaking July 2 with a
closing price of $69.40.

Companies that spent conserva-
tively and built up cash saw their
stock go up far less; Occidental
shares rose 15% in the same period,
closing at $88.42 on July 2.

Oil prices, though still high by
historical standards, have declined
more than 25% from their July peak.
Natural-gas prices have fallen even
more sharply as rising production
has led to fears of a looming glut.
And many energy companies have
seen their share prices plummet
40% or more from their highs in
June or July.

The shift has led to a scramble
for cash just when the global finan-
cial crisis has made it hardest to
come by. Companies that had been
borrowing money and issuing
shares to fund drilling programs
that far exceeded their cash flows
are now cutting back spending and
selling assets.

Chesapeake, the U.S.’s largest
producer of natural gas by output,
Monday announced it would cut cap-
ital spending by $3 billion, or 17%,
through 2010. To help fund its drill-
ing program, the company says it
will sell $13 billion of assets during
that same period.

But experts said the marketplace
for oil-and-gas properties may have
more sellers than buyers. Even
some companies that want to buy
are struggling to find the cash for
purchases. Wednesday, Dominion
Resources Inc. said it was scaling
back a sale of drilling rights in Appa-

lachia after its buyer, closely held
Antero Resources Corp., had diffi-
culty borrowing the money it would
need to drill the wells.

Antero will buy 114,259 acres for
$347 million, down from its original
plan to purchase rights to 205,000
acres for $552 million. The remain-
ing acres will go back on the market-
where they will compete with assets
being sold by Chesapeake, among
others.

“There are a lot of property pack-
ages on the market right now,” said
David Heikkinen, an analyst with en-
ergy-focused investment bank Tu-
dor Pickering Holt & Co.

That means buyers can set more
aggressive terms. Occidental Presi-
dent and Chief Financial Officer
Steve Chazen said his company’s
deal with Plains began with a phone
call from Plains CEO James Flores.
“We told them what the price we
were willing to pay was, and [Mr.
Flores] says, ‘Well how about
more?’ and we say, ‘No,’ “ Mr.
Chazen recounted.

Plains representatives couldn’t
be reached for comment. But in a
statement, Mr. Flores said the deal
will allow the company to refocus
its efforts on assets in the Haynes-
ville Shale, an emerging natural-gas
field in Louisiana and Texas where
the company bought a 20% stake
from Chesapeake earlier this year.

The deal with Chesapeake gave
Plains a major presence in the fast-
est-growing natural-gas region in
the country. But it also saddled the
company with debt and long-term
costs; Plains paid $1.65 billion cash
for its 20% stake, and agreed to pay
an another $1.65 billion to cover
some of Chesapeake’s drilling costs.

COMMODITIES
MARKETS

By Marietta Cauchi

LONDON—Private-equity firm 3i
Group PLC said its investments
have fallen 39% and proceeds from
asset sales were down 45% in the
first five months of its fiscal year.

The company said that in the five
months ended Aug. 31, it invested
£622 million ($1.15 billion), down
from £1.012 billion a year earlier.
Proceeds from realizations, or the
sale of assets, were £560 million,
down from £1.011 billion last year.

Chief Executive Philip Yea said in-
vestments and realizations have
“been broadly balanced” as ex-

pected this year. “In these markets,
we continue to be highly selective in
respect of new investment, rigorous
in managing our existing portfolio,
and focused on maximizing cash to
cash returns,” he said.

Shares of 3i were up 14 pence, or
1.8%, at 812 pence ($15). The stock is
down some 20% this year.

The private-equity company,
which invests across sectors and
geographic areas, is scheduled to re-
port results for its fiscal first half,
ending Sept. 30, on Nov. 6.

Analysts said that the five-month
asset sales were in line with expecta-
tions but warned of an inevitable

slowdown in disposals in the second
half and the effect of poor public mar-
kets on portfolio valuations.

“The big unknown is the quan-
tum of unrealized gains. These are
likely to be negative and are driven
by quoted equity markets,” said Ca-
zenove analyst Christopher Brown,
referring to the value of invest-
ments still held in the company’s
portfolio.

Apart from £162 million in pro-
ceeds from the sale of ABX Logis-
tics, due at the beginning of Octo-
ber, 3i said it could give no indica-
tion on disposals, if any, in the sec-
ond half of its business year.

By Robin Sidel

And Peter Lattman

Washington Mutual Inc., scram-
bling to find a way out of its finan-
cial woes, has approached a number
of private-equity firms to gauge
their interest in a potential takeover
of the Seattle thrift, according to
people familiar with the situation.

Among the private-equity firms
that are considering a possible
transaction are Carlyle Group LLC
and Blackstone Group LP, these peo-
ple said. The two firms would team
up with Texas billionaire and long-
time bank investor Gerald J. Ford.
Mr. Ford reaped huge profits on
Golden State Bancorp, a California
thrift sold to Citigroup Inc. for $5.8
billion in 2002.

It isn’t clear if those discussions

will result in a deal, and WaMu is
plowing ahead with other efforts
that include a sale to another finan-
cial institution.

The list of potential bank buyers
has thinned in the past few days,
with Spain’s Banco Santander SA
pulling out and Toronto-Dominion
Bank of Canada expressing tepid in-
terest, according to people familiar
with the matter. J.P. Morgan Chase
& Co., Citigroup Inc. and Wells
Fargo & Co. also have conducted
fact finding, or due diligence, but
are reluctant to absorb WaMu’s
loans.

WaMu declined to comment. Peo-
ple familiar with the thrift said it is
pursuing a wide range of options, in-
cluding a capital infusion, sale and
government-assisted transaction.
WaMu has more than $300 billion in

assets and more than 2,200 branches.
The push comes amid pressure

from federal regulators, who are ac-
tively involved in the process. Regu-
lators are continuing to solicit inter-
est in a potential government-as-
sisted transaction.

Private-equity firms could de-
mand that existing equity holders in
WaMu be wiped out as a condition
for any deal. If so, that could be a
blow to private-equity firm TPG,
which led a $7 billion infusion at
WaMu in April.

It also isn’t clear how a private-
equity deal for WaMu would be
structured, partly because federal
rules limit ownership of banks and
thrifts by nonbank entities.

 —Dan Fitzpatrick, David Enrich
and Damian Paletta

contributed to this article.
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