
Policy makers rushed to resolve
the fate of two stalwarts of Eu-
rope’s local banking markets. Dis-
cussions took place to broker a
sale or nationalization of Fortis,
while plans were being final-
ized for a government takeover
of Bradford & Bingley. Page 1

n The U.S. is looking beyond
its borders to sell a good chunk
of the Treasury debt that
would be sold to finance the fi-
nancial-system rescue. Page 17

n The U.K. financial industry’s
job cuts are expected to gain
steam over coming months, a
new CBI survey says. Page 20

n J.P. Morgan’s shares surged
11% after the company bought
the assets of collapsed Wash-
ington Mutual. Page 4

n The ECB is unlikely to cut its
key rate before seeing evidence
inflation threats are waning.
Central banks took steps to
calm money markets. Page 20

n HSBC Holdings cut 1,100
jobs, or 4%, of its global bank-
ing and markets division. Page 4

n Money managers looking
for the best opportunities in to-
day’s markets are buying corpo-
rate bonds, not stocks. Page 17

n Steelmakers face a sharp
pullback from buyers spooked
by the credit crisis and a slow-
down in construction. Page 6

n U.S. GDP was revised down
to 2.8% annualized growth for
the second quarter from 3.3%
as spending weakened. Page 15

Fortis, B&B
face rescues
as crisis grows

U.S. policy makers reached a
deal to authorize the country’s
biggest banking rescue ever. The
$700 billion program awaits
votes this week in Congress.
The first $250 billion would be
“immediately available” to the
Treasury, with $100 billion more
available “upon report to Con-
gress” and $350 billion requir-
ing further action by lawmakers,
according to a summary. Page 1

n Obama and McCain indicated
they were inclined to support the
bailout deal. They clashed over
taxes, war and the economy in
their first election debate. Page 9

n Bavaria’s conservatives were
likely to lose their decades-old
grip on power in a state election,
according to projections. Page 8

n Austria’s Social Democrats
were poised to win parliamen-
tary elections, projections indi-
cated, but two far-right parties
may be the real winners. Page 8

n Sudan’s military said kidnap-
pers of 11 European tourists
and their Egyptian guides led
soldiers on a chase, ending in a
firefight that killed six gunmen,
with the hostages now in Chad.

n The U.N. Security Council
unanimously approved a resolu-
tion reaffirming previous sanc-
tions on Iran for refusing to halt
its uranium-enrichment activities.

n Syrian state media hinted at
foreign involvement in a car
bombing Saturday that killed
17 people near Damascus.

n Three Chinese astronauts
returned from a mission carry-
ing out China’s first spacewalk.

n Died: Paul Newman, 83, Oscar-
winning actor, activist, race-car
driver and philanthropist, of
cancer in Connecticut. WSJ.com

n Wachovia is the
latest bank to
seek out a merger
deal ............... 3

n As crisis spreads,
few good
scenarios are in
view ............. 14

n Fund managers
show preference
for corporate
bonds ............. 17
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U.S. lawmakers reach deal on bailout
Plan would include
executive-pay curbs,
taxpayer protections

How letting Lehman fail
sparked a chain reaction

Surveying the landscape

Editorial&Opinion
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s Henry Paulson, center, Nancy 
Pelosi, left, and Harry Reid,
right, announce a tentative deal
to bail out  financial markets.

Two weeks ago, Wall Street ti-
tans and the U.S. government’s most
powerful economic stewards made a
fateful choice: Rather than propping
up another failing financial institu-
tion, they let 158-year-old Lehman
Brothers Holdings Inc. collapse.

Now, the consequences of that

decision look more dire than almost
anyone imagined.

Lehman’s bankruptcy filing in
the early hours of Monday, Sept. 15,
sparked a chain reaction that sent
credit markets into disarray. It accel-
erated the downward spiral of giant
U.S. insurer American Interna-
tional Group Inc. and precipitated
losses for everyone from Norwegian
pensioners to investors in the Re-
serve Primary Fund, a U.S. money-
market mutual fund that was sup-
posed to be as safe as cash. Within
days, the chaos enveloped Wall
Street pillars Goldman Sachs Group
Inc. and Morgan Stanley. Federal Re-
serve and Treasury Departmentoffi-
cials, reversing course, rolled out a
$700 billion financial-markets bail-
out plan that was negotiated with
congressional leaders Sunday.

The genesis and aftermath of
Lehman’s downfall illustrate the dif-
ficult position policy makers are in
as they grapple with a deepening fi-
nancial crisis. They don’t want to be
seen as too willing to step in and
save financial institutions that got
into trouble by taking big risks. But
in an age when markets, banks and
investors are linked through a web

of complex and opaque financial re-
lationships, the pain of letting a
large institution go has proved al-
most overwhelming.

In hindsight, some critics say the
systemic crisis that has emerged
since the Lehman collapse could
have been avoided if the government
had stepped in. Before Lehman, fed-
eral officials had dealt with a series
of financial brush fires in a way de-
signed to keep troubled institutions
such as Fannie Mae, Freddie Mac and
Bear Stearns Cos. in business. Judg-
ing them as too big to fail, officials
committed billions of taxpayer dol-
lars to prop them up. Not so Lehman.

“I don’t understand why they
didn’t understand that the markets
would be completely spooked by
this failure,” says Richard Portes,
professor of economics at London
Business School and president of
the Centre for Economic Policy Re-
search. Rather than showing the
government’s resolve, he says, let-
ting Lehman fail only exacerbated

Please turn to page 31

Cigars and balance sheets
How J.P. Morgan—the man, not
the bank—would have solved
this credit crisis. Page 13
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What’s News—
Business & Finance World-Wide

By Damian Paletta,

Deborah Solomon

And Greg Hitt

WASHINGTON—The Bush ad-
ministration and the U.S. Congress
took a historic step over the week-
end, reaching a deal to authorize the
biggest banking rescue ever in the
U.S.

The $700 billion program, which
awaits votes this week in the House
of Representatives and the Senate,
would effectively nationalize an ar-
ray of mortgages, loans and securi-

ties backed by such assets, whose de-
teriorating value represents the rot
at the heart of the nation’s financial
system.

The move is an attempt to stem
the crisis that threatens to strangle
the U.S. economy and came to frui-
tion only after all sides made conces-
sions. Behind the deal was a mara-
thon weekend negotiating session
that included calls to lawmakers
from President George W. Bush, the
two presidential nominees and bil-
lionaire investor Warren Buffett.

Much was still unknown. Not in-
cluded in the legislation are details
as to how the bailout would work, in-
cluding prices and the purchase
mechanism. The Treasury is ex-
pected to hash out those details in
coming days.

As a result, it is hard to ascertain

how many financial institutions will
look to participate. From big Wall
Street houses to small community
banks, executives have expressed a
willingness to sign up, depending
on critical details, such as whether
they would have to take further
write-downs.

The agreement will include sig-
nificant oversight of the Treasury’s
purchases of troubled assets, re-
strictions on executive compensa-
tion, the potential for equity stakes
in firms that participate in the asset-
sale program, and other taxpayer
protections.

A summary of the tentative
agreement released by House
Speaker Nancy Pelosi’s office said
the plan “gives taxpayers an owner-
ship stake and profit-making oppor-
tunities with participating compa-
nies; puts taxpayers first in line to
recover assets if a participating
company fails; [and] guarantees tax-
payers are repaid in full—if other
protections have not actually pro-
duced a profit.”

The $700 billion will be avail-
able in phases. The first $250 bil-
lion will be “immediately avail-
able” to the Treasury secretary,

Please turn to back page

By Sara Schaefer Muñoz,

Alistair MacDonald

And Joellen Perry

The latest wave in the global
banking crisis reached European
shores over the weekend, as some
of Europe’s highest-ranking policy
makers rushed to resolve the fate
of two stalwarts of the region’s lo-
cal banking markets.

European Central Bank Presi-
dent Jean-Claude Trichet and Bel-
gian Prime Minister Yves Leterme
took part in discussions Sunday, as
policy makers brokered a sale or na-
tionalization of Dutch-Belgian bank
and insurer Fortis NV. In London,
Treasury chief Alistair Darling and
Bank of England Gov. Mervyn King
worked late into Sunday finalizing
plans for a government takeover of
mortgage lender Bradford & Bing-
ley PLC, in what would be the coun-
try’s second bank nationalization
this year.

In both cases, government offi-
cials were aiming to sell all or parts
of the banks to private buyers, ei-
ther before or after taking control.
Taxpayers could be stuck holding
some of the banks’ bad assets.

ING Groep NV, the big Dutch fi-
nancial firm,is among the banks that
could step in to buy part or all of For-
tis, a person familiar with the situa-
tion said. Spanish banking giant
Banco Santander is likely to buy
B&B’s roughly £20 billion ($37 bil-
lion) of deposits and its brick-and-
mortar assets, people familiar with
the matter said.

Representatives for ING and
Santander declined to comment.

Please turn to page 2

By Carrick Mollenkamp and
Mark Whitehouse in London,
Jon E. Hilsenrath in
Washington and Ianthe Jeanne
Dugan in New York

Money & Investing > Page 17

Markets
NET PCT

MARKET CLOSE CHG CHG

DJIA 11143.13+121.07 +1.10
Nasdaq 2183.34 -3.23 -0.15
DJ Stoxx 600 265.92 -5.09 -1.88
FTSE 100 5088.47 -108.55 -2.09
DAX 6063.50 -109.53 -1.77
CAC 40 4163.38 -63.43 -1.50

Euro $1.4597 -0.0070 -0.48
Nymex crude $106.89 -1.13 -1.05

VO L . X X V I N O . 1 6 9  M O N DAY, S E P T E M B E R 2 9, 2 0 0 8

H E A R D  O N  T H E  S T R E E T
Financial Analysis and Commentary  more at WSJ.com/heard

Falling knives don’t
come any sharper than
Washington Mutual.

TPG’s disastrous $1.35 bil-
lion investment in the failed
bank looked good on paper.
The private-equity firm was
gaining a sizable stake and
a board seat at a sharp dis-
count.

This is a huge problem
for private equity. The in-
dustry’s coffers are brim-
ming over, but the leverage
needed for traditional buy-
outs is unavailable. In this
environment, buying into

banks, with their embedded
leverage and bombed-out
valuations, should be a no-
brainer.

Indeed the sector ac-
counted for 12.5% of all buy-
outs in the first half of this
year, up from just 6% in
2004, according to Freeman
& Co., a financial-services
advisory firm.

After WaMu, many will
think twice. Yet private eq-
uity often touts its talent
for making smart bets in a
distressed climate. Simply
waiting out the downturn

isn’t tenable, beyond a
short while.

A more selective ap-
proach to the financial-ser-
vices sector is necessary.
Warren Buffett’s investment
in Goldman Sachs provides
a template. Unfortunately,
there aren’t many Goldmans
to go round.

Meanwhile, holding peri-
ods on financial-services
investments, which had
shortened dramatically this
decade, will have to ex-
pand.
 —Liam Denning

Rental growth has long
been propping up a weak
London commercial-prop-
erty market, providing in-
vestors with steady income
streams even as their capi-
tal investments have
dropped in value.

But now that prop looks
shaky. The turmoil in finan-
cial services looks as if it
will lead to a glut of vacant
space across the capital,
pushing rents lower, as
banks merge or go under.

Lehman Brothers’
80,000-square-meter head-
quarters are now vacant.
Bank of America’s acquisi-
tion of Merrill Lynch could
free up its 45,000-square-
meter building. More than
500 job cuts at HSBC could
see more vacant space hit-
ting the London market.
These are just the most
high-profile casualties of
the continuing credit
crunch.

Granted, landlords won’t
feel the effect overnight.
Companies that are slim-
ming down, rather than go-
ing bust, have to pay their
rent until their leases ex-
pire. But as tenants look to
sublet excess office space,
the increased supply will
take its toll on rents.

Hopes that a rental slump
could be mitigated, because
the property-investment cy-
cle might be close to the bot-
tom, look optimistic. The
market could bump along
the bottom for many
months. As an example, $15

billion of mainly U.K. build-
ings, property loans and
shares from Lehman’s prop-
erty arm are likely to hit the
market because of forced
sales, following the bank’s
collapse. The credit crunch
should ensure that terms for
property lending aren’t going
to get easier anytime soon.

History provides a sober-
ing guide for how long it
might take for the London
market to recover. It was
only months after a sharp
cut in interest rates after
sterling’s withdrawal of the
Exchange Rate Mechanism
in 1992 that the property-in-
vestment market started to
recover.

Today, with inflation still
high, there is unlikely to be
a round of sharp interest-
rate cuts from the Bank of
England. With lending for
property construction even
tighter than investment
funding, most major U.K.
property companies have
put their development plans
on hold.

That could lead to a
shortage of new property
hitting the market in three
years, driving rents back
up. But 2011 looks a long
way off, with there plenty
of room for the London
property market to fall be-
fore it starts to recover.
 —Molly Neal

Fortis, B&B looking in need of a rescue

WaMu’s harsh lesson for private equity

Lingering hopes that Eu-
rope’s banks might avoid
the dramatic deterioration
faced by the U.S. sector
have evaporated.

Government-led rescues
beckoned late Sunday for
Dutch-Belgian banking group
Fortis and British mortgage
lender Bradford & Bingley.
That echoes the hefty recent
U.S. intervention as problems
at institutions including Fan-
nie Mae and American Inter-
national Group, proved too
much for the private sector.

The crises at the two Eu-
ropean banks look different
at first sight. Fortis danger-
ously stretched its balance
sheet by paying Œ24 billion
($35 billion) for the local as-
sets of rival ABN Amro late
last year. B&B made a reck-
less push into buy-to-let, or
investment, mortgages, a

strategy undone in part by
a U.K. housing slump.

But both banks’ execu-
tives showed the same mis-
placed confidence in the fu-
ture. They believed buoyant
conditions would continue,
or at least return quickly,
long after it became clear a
bust was in the cards.

Fortis’s balance sheet
looks good on paper. But
taking advantage of less
strict local rules for capital
adequacy left it with insuffi-
cient equity to survive an
extended credit crunch. B&B
was slow in raising capital
despite lessons it should
have learned after the col-
lapse of Northern Rock,
which, similarly dependent
on wholesale funding, was
nationalized last year.

The implications of For-
tis’s problems are worrying

for the rest of the euro
zone unless the expected
$700 billion U.S. bailout re-
stores confidence globally.
Fortis, with assets of Œ974
billion, might need govern-
ments to commit taxpayers’
money in the form of guar-
antees if Europe’s strongest
banks are to buy its busi-
ness. Worryingly, if the
likes of BNP Paribas, ING
Groep, and Banco
Santander do get involved
in the latest rescues in the
U.S. and Europe, they’ll
have little appetite for fu-
ture emergencies.

Interbank lending in Eu-
rope remains all but frozen.
If confidence isn’t restored
soon, a more generalized Eu-
ropean property slump could
yet claim more casualties.

 —Matthew Curtin and
Arindam Nag

Tentative deal struck in historic banking bailout in U.S.

London rentals feel jolt

Lehman Brothers’ 80,000-square-meter headquarters at Canary
Wharf are now vacant.
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with an additional $100 billion
available “upon report to Con-
gress,” and $350 billion “available
only upon Congressional action,”
according to a summary from the
office of House Minority Whip Roy
Blunt of Missouri, the No. 2 House
Republican, who was at the negotia-
tions.

The Pelosi summary said the
deal included “cutting in half the
administration’s initial request for
$700 billion and requiring congres-
sional review for any future com-
mitment of taxpayers’ funds.”

The summary also said the legis-
lation will expand the range of
firms that can sell troubled assets
to the government to include pen-
sion plans, local governments and
community banks serving “low-
and middle-income families.”

A House Democratic aide said
the government would be able to re-
ceive warrants it could hold until
maturity from financial firms on as-
sets received either through auc-
tions or through direct purchases.

The summary also said the legis-
lation would institute new execu-
tive-compensation requirements
for participating companies, in-
cluding “no multi-million dollar
golden parachutes,” limits on com-
pensation generally, and the abil-
ity to recover “bonuses paid based
on promised gains that later turn
out to be false or inaccurate.”

Rep. Pelosi apparently found mid-

dle ground on a plan to allow the fed-
eral government to recoup money
for taxpayers if the asset-purchase
program isn’t making money after a
certain amount of time. A House
leadership aide said Sunday that de-
tails weren’t available.

Offers and counteroffers
flowed back and forth all night.
Among the offers extended by Dem-
ocrats: an agreement to drop a pro-
posal to devote 20% of potential
profits to an affordable-housing
fund, according to a Senate staffer
close to the talks. A House staffer
confirmed that lawmakers did de-
cide to drop the affordable-hous-
ing-fund proposals, which would
have potentially directed billions
to state and local governments to
fund housing projects.

One of the biggest sticking
points involved concerns that exec-
utives at troubled financial institu-
tions would wind up benefiting
with handsome pay packages as
the government took on more risk.
But Democrats emerging from the
talks said an array of issues related
to executive pay had been ad-
dressed, including “golden para-
chutes,” the big pay packages that
are sometimes awarded to depart-
ing executives.

Senate Banking Committee
head Christopher Dodd (D., Conn.)
told reporters that protections
against golden-parachute awards
had made it into the final deal,
along with an insurance compo-

nent sought by House Republicans
as an option for Treasury to use if
necessary and requirements that
Treasury seek to mitigate and re-
duce foreclosures where possible.

As for foreclosure-prevention
measures, Rep. Pelosi’s office said
the legislation would allow Trea-
sury to work with cash-strapped
homeowners whose mortgages are
purchased by the federal govern-
ment to refinance into a more af-
fordable mortgage.

Other foreclosure-prevention
measures include an extension of
the tax holiday for homeowners
who face foreclosure, as well as a
tax break for community banks
that held shares of Fannie Mae and
Freddie Mac. The rescue plan will
allow affected banks to take an im-
mediate tax deduction on losses
from investments in the two firms,
which were taken over by the fed-
eral government earlier this
month.

It also includes an oversight
board appointed by members of
both parties in Congress, an inspec-
tor general to monitor Treasury de-
cisions, and regular audits from
the Government Accountability Of-
fice. Treasury will also have to post
publicly and online transactions
made through the troubled-asset
program. Unlike the original Trea-
sury proposal, which would have
given the department legal immu-
nity in the program, the tentative
agreement allows for judicial re-

view of Treasury decisions.
Officials emerged from hours of

tense negotiations just after mid-
night Sunday with the tentative
agreement.

“I think we’re there,” an obvi-
ously tired Treasury Secretary
Henry Paulson said, a sentiment
echoed in the statements of negoti-
ators such as House Financial Ser-
vices Chairman Barney Frank (D.,
Mass.) and Sen. Dodd.

Rep. Pelosi said she hoped the
House could vote on the plan Mon-
day. It was unclear when the Sen-
ate would act.

Mr. Bush spoke with Rep. Pelosi
Saturday evening about the discus-
sions, and the White House wel-
comed news of the deal. “We’re
very pleased with the progress to-
night and appreciate the extraordi-
nary bipartisan efforts being made
to stabilize our financial markets
and protect our economy,” said
White House spokesman Tony
Fratto.

Both presidential candidates
suggested they would support the
package. Barack Obama, the Demo-
cratic Party’s nominee, said the ten-
tative deal appears to embrace key
principles he favors: better over-
sight, the potential for taxpayers
to receive profits from the work-
out, CEO compensation limits and
foreclosure protections.

“When taxpayers are asked to
take such an extraordinary step be-
cause of the irresponsibility of a

relative few, it is not a cause for cel-
ebration,” Sen. Obama said in a
statement Sunday. “But this step is
necessary.”

Republican nominee John
McCain, interviewed on ABC televi-
sion’s “This Week,” said, “This is
something that all of us will swal-
low hard and go forward with.”

The next step will involve sell-
ing the deal to rank-and-file law-
makers, who have been unhappy
about signing on to a giant bailout
package just weeks before the No-
vember elections. Rep. Blunt said
he planned to talk to colleagues
and get reactions.

Lawmakers entered a new
round of meetings shortly after
7:30 p.m. Saturday in Washington,
with pizzas headed to one office
and a platter of cold cuts being de-
livered to the House speaker’s of-
fice. By roughly 11:30 p.m., what
Senate Majority Leader Harry Reid
(D., Nev.) described as a “break-
through” came in the form of an
idea from Rep. Pelosi that was
enough to advance talks.

Conservative Republican Rep.
Mike Pence of Indiana urged his
party colleagues Sunday to oppose
the package. Rep. Pence was one of
a group of House Republicans that
opposed the initial outline of an
agreement reached Wednesday.

 —Michael R. Crittenden, Siobhan
Hughes, Sarah Lueck, Susan

Pulliam and the Associated Press
contributed to this article.

Continued from first page
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Fortis didn’t immediately respond
to requests for comment. A spokes-
man for B&B confirmed the bank
was in talks with U.K. authorities to
clarify its future.

The problems of Fortis and B&B,
each of which has roots dating to
the 1800s, underscore the dramatic
pace with which the financial crisis
is reshaping the global banking in-
dustry, as weaker institutions lose
the trust of investors and are over-
taken by healthier competitors.

That shakeout has accelerated
in recent days, as the financial
chaos unleashed by the downfall of
U.S. securities firm Lehman Broth-
ers Holdings Inc. has seized up the
markets on which banks depend to
borrow money.

The consolidation is already
threatening to bump up against Eu-
ropean antitrust rules. A combined
ING-Fortis would have 42% of the
Belgian banking market and 52% in
Holland, according to one of the
people involved in a possible deal.
Earlier this month, U.K. Prime Min-
ister Gordon Brown waived U.K. an-
titrust rules to pave the way for a
takeover of U.K. bank HBOS PLC by
Lloyd’s TSB Group PLC; the com-
bined bank would have about a
third of the U.K.’s mortgage and re-
tail deposit markets.

While the financial crisis has al-

ready taken a heavy toll on Euro-
pean banks, Fortis’s troubles mark
the first time it has threatened the
failure of an institution quite so
powerful in its home market. Fortis
is the largest insurer in Belgium
and the largest issuer of credit
cards in the affluent “Benelux” re-
gion of Belgium, the Netherlands
and Luxembourg.

Fortis has struggled in recent
days amid the broader crisis of confi-
dence in lending markets. Its share
price fell 20% Friday, and its shares
are down 71% this year.

On Friday, the bank unexpect-
edly replaced its interim chief exec-
utive, Herman Verwilst, just hours
after he tried to reassure investors
that the bank remains on sound
footing. Fortis named Filip Dierckx,
currently head of the Belgian-
Dutch company’s banking unit, as
its new CEO.

Officials from the Belgian cen-
tral bank, the Dutch central bank
and Belgium’s Banking, Finance and
Insurance Commission, or CBFA, be-
gan meeting Saturday in person and
on the phone to hammer out a solu-
tion for Fortis. The ECB’s Mr.
Trichet met Sunday afternoon with
Mr. Leterme to discuss the situa-
tion, said a spokesman for the Bel-
gian prime minister.

Mr. Leterme has also called Bel-
gium’s government ministers to an
emergency meeting Sunday
evening to present the range of solu-
tions being discussed. Some of the
solutions on the table would re-
quire government involvement, for
which Mr. Leterme would need the
ministers’ approval. Dutch central
bank Gov. Nout Wellink canceled a
keynote speech at the Federal Re-

serve Bank of Chicago on Friday
and was in Brussels Sunday with
Dutch Finance Minister Wouter Bos
to work on a Fortis solution.

Officials from the Dutch central
bank declined to comment Sunday.
The Belgian National Bank couldn’t
be reached for comment.

Fortis managers and govern-
ment officials were considering sev-
eral options for the bank, the peo-
ple said, including a sale to a single
buyer, or a breakup of the bank. Ei-
ther of those options could depend
on the willingness of government
and central-bank officials to pro-
vide financial assistance or take on
bad assets. Fortis management still
was holding out some hope of sell-
ing assets in a last-ditch effort to
remain independent, a person famil-
iar with the situation said.

Meanwhile, the nationalization
of B&B would come after the compa-
ny’s stock price fell 28% in the past
week as investors fretted it
wouldn’t be able to access the fund-
ing it needed to stay afloat. Like
many mortgage lenders, B&B de-
pends on markets, rather than cus-
tomer deposits, for a significant
portion of the funding it needs to
do business.

In one example of the troubles
the bank has had in getting whole-
sale funding, a recent Credit Suisse
report estimates that 15% of B&B’s
funding for major loan books comes
from the Bank of England’s emer-
gency liquidity mechanism, which is
set to expire in January.

The nationalization of B&B
would follow a weekend of intense
talks as the government grew in-
creasingly anxious about the state
of the mortgage lender. Morgan

Stanley, on behalf of the Treasury,
called around to possible bidders
Saturday afternoon and told them
to submit bids by 9 a.m. Sunday, ac-
cording to a person familiar with
the matter.

Meanwhile, the bank saw an up-
surge in deposit withdrawals during
the weekend as jittery customers
feared for their money; a bank
spokesman on Sunday assured depos-
itors that their money was secure.

B&B would be the second U.K.
mortgage lender to be nationalized
this year, likely wiping out all share-
holder equity. In February, the gov-
ernment took control of lender
Northern Rock PLC, which last year
became the target of the nation’s
first bank run in more than a cen-
tury. That nationalization was a ma-
jor embarrassment for the govern-
ment of Mr. Brown, which was seen
as having been slow in responding
to the lender’s troubles.

The failure of B&B underscores

the toll that the slumping housing
market is taking on the financial sec-
tor. B&B grew rapidly in recent
years as a new housing market—the
buy-to-let market of people purchas-
ing homes to rent out—took off.

Buying-to-let had been one of
the drivers of the country’s proper-
ty’s boom as people saw rapidly ap-
preciating properties as a good in-
vestment. Now, however, it’s consid-
ered too risky amid worries that
owners of rental properties are
more likely to fall behind on mort-
gage payments for their rental
home during the downturn.

B&B tried to shore up its position
over the summer and, in a series of
events helped by the government, a
group of investors stepped in to res-
cue its capital-raising effort after
U.S. buyout firm TPG pulled out of a
deal to take a stake in the bank.
 —Carrick Mollenkamp

and Dana Cimilluca
contributed to this article.
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Merrill Lynch has agreed to be
bought by Bank of America. A Finan-
cial News page article in the Friday-
Sunday edition incorrectly said the
target bank was Morgan Stanley.

The median amounts for CEO
severance and change-of-control
packages reported in a 2007 study
didn’t include deferred compensa-
tion or pension. A Sept. 15 Manag-
ing column incorrectly said they in-
cluded those amounts.
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How decision to let Lehman fail sparked a chain reaction
the central problem that has af-
flicted markets since the financial
crisis began more than a year ago:
Nobody knows which financial
firms will be able to make good on
their debts.

To be sure, Lehman’s downfall
was largely of its own making. The
firm bet heavily on investments in
overheated real-estate markets,
used large amounts of borrowed
money to supercharge its returns,
thenwas slowerthan othersto recog-
nize its losses and raise capital when
its bets went wrong. The depth of the
firm’s woes made finding a willing
buyer a difficult task, leaving offi-
cials with few viable options.

Given the limited time and infor-
mation available, many experts be-
lieve government officials made the
best choices possible.

Still, in congressional testimony
last week, Fed Chairman Ben Ber-
nanke seemed to acknowledge that
officials had been caught by surprise
by the fallout. Policy makers had as-
sumed that market participants had
already taken “precautionary mea-
sures” against a failure because Leh-
man’s troubles had been known for
some time. But he added that “while
perhaps manageable in itself, Leh-
man’s default was combined with
the unexpectedly rapid collapse of
AIG, which together contributed to
the development last week of ex-
traordinarily turbulent conditions
in global financial markets.”

In the weeks leading up to Leh-
man’s demise, as they watched the
firm struggle to raise capital, policy
makers—including Treasury Secre-
tary Henry Paulson, Mr. Bernanke
and New York Fed President Timo-
thy Geithner—mulled over the ques-
tion of whether they could let Leh-
man fail. On the one hand, they
didn’t want to come to the rescue be-
cause they were concerned about
the “moral hazard,” the idea that
bailouts encourage irresponsible
risk taking, according to people fa-
miliar with the planning. They
doubted Lehman had viable buyers
and they thought the market and
the Fed had had time to prepare to
handle the fallout if a big institution
collapsed. But some Fed officials
were leery of sending signals that
the Fed was done working with Wall
Street to stop the spreading crisis.

“If you don’t do something, the
outcome is going to be bad,” Mr. Gei-
thner told executives as they gath-
ered to bargain over Lehman’s fate at
the New York Fed’s downtown head-
quarters onFriday night, Sept.12, ac-
cording to a person in the meeting.

Overtheweekend,aspossiblebuy-
outs by Bank of America Corp. and
U.K. bank Barclays PLC fell through,
Fed officials focused on what needed
to be done to prepare markets for
what would be the largest bank-
ruptcy in U.S. history. Lehman’s as-
sets total more than $630 billion.

They were particularly con-
cernedwithtwoareas:Thecredit-de-
fault-swap market, in which players
buy and sell insurance against de-
faults on corporate and other bonds,
and the so-called repo market, in
whichWallStreetbanksfundtheirin-
vestments by putting up securities
as collateral for short-term loans.

The Fed had been pushing Wall
Street firms for months to set up a
new clearinghouse for credit-de-
fault swaps—something that hadn’t
yet happened. As a result, nobody
knew exactly which firms had made
trades with Lehman and for what
amounts. Monday, those trades
would be stuck in bankruptcy pro-
ceedings. In a last-ditch effort to
ease the problem, New York Fed staff

worked with Lehman officials and
the firm’s major trading partners to
figure out which firms were on oppo-
site sides of trades with Lehman and
cancel them out. If, for example, two
of Lehman’s trading partners had
made opposite bets on the debt of
General Motors Corp., they could
cancel their trades with Lehman and
face each other directly instead.

The Fed had also seen with the
collapse of Bear Stearns how the
repo market was prone to severe dis-
ruptions when lenders got skittish,
a problem that threatened to cut off
crucial funding to Wall Street banks.
Because repo loans are made for pe-
riods of as little as a day, the funding
can disappear suddenly—one rea-
son the Fed set up an emergency fa-
cility to lend to securities firms in
the wake of Bear’s collapse. Fed offi-
cials worked furiously through Sun-
day, Sept. 14, to expand that facility,
allowing banks to put up as collat-
eral for loans a wider range of securi-
ties, including stocks.

Sunday night, Fed officials recog-
nized that their preparations were
far from comprehensive: Mr. Gei-
thner referred to them as “foam on
the runway,” according to people
who were there. Still, they expected
the turbulence to settle down after
a time, with the help of the ex-
panded lending facilities they hur-
ried Sunday to put in place. They
also felt that financial institutions
and markets had been given enough
time to prepare for the shock of a
large failure since the crisis con-
sumed Bear Stearns in March.

But Lehman’s bankruptcy, filed
early Monday morning in federal
bankruptcy court—case No.
08-13555—proved far more destabi-
lizing,and spread much further, than
many had expected. The bankruptcy
immediately wiped out huge invest-
ments for Lehman shareholders and
bondholders. Among the biggest
was Norway’s government pension
fund,whichinveststhecountry’ssur-
plus oil revenue. As of the end of
2007, the most recent data available,
the fund owned more than $800 mil-
lion of Lehman bonds and stock. Leh-
man’s demise has become a light-
ning rod for critics who have long
questioned the way the government
was investing the oil resources. A
spokesman said the fund’s manage-
ment is “very concerned and moni-
toring the situation closely.”

The government’s decision to let
Lehman go marked a turning point in
the way investors assess risk. When
the Fed stepped in to engineer the
takeover of Bear Stearns by J.P. Mor-
gan Chase & Co. in March, Bear’s
shareholders lost most of their in-
vestments, but bondholders came
out well. In the financial hierarchy of
risk, this wasn’t surprising, since
bondholders have more contractual
rights to get their money back than
equity holders. But it created a false
impression among investors that
the government would step in to res-
cue bondholders when the next bank
ran into trouble. By letting Lehman
fail, the government had suddenly
disabused the market of that notion.

The reaction was most evident in
the $55 trillion credit-default-swap
market, in which the cost of insur-
ance against bond defaults shot up
Monday in its largest one-day rise
ever. In the U.S., the average cost of
five-year insurance on $10 million
in debt rose to $194,000 from
$152,000 Friday, according to the
Markit CDX index.

When the cost of default insur-
ance rises, that generates losses for
sellers of insurance, such as banks,
hedge funds and insurance compa-
nies. At the same time, those sellers

must put up extra cash as collateral
to guarantee they will be able to
make good on their obligations. On
Monday alone, sellers of insurance
had to find some $140 billion to
make such margin calls, estimates
asset-management firm Bridgewa-
ter Associates. As investors scram-
bled to get the cash, they were
forced to sell whatever they
could—a liquidation that hit finan-
cial markets around the world.

The cash calls added to the prob-
lems of AIG, which was already tee-
tering toward collapse as it sought
to meet more than $14 billion in
added collateral payments trig-
gered by a downgrade in its credit
rating. AIG was one of the biggest
sellers in the default insurance mar-
ket, with contracts outstanding on
more than $400 billion in bonds.

To make matters worse, actual

trading in the CDS market declined
to a trickle as players tried to assess
how much of their money was tied
up in Lehman. The bankruptcy
meant that many hedge funds and
banks that were on the profitable
side of a trade with Lehman were
now out of luck because they
couldn’t collect their money. Also,
clients of Lehman’s prime broker-
age, which provides lending and
trading services to hedge funds,
would have to try to retrieve their
money or their securities through
the courts.

Autonomy Capital Research, a
London hedge fund started in 2003
by former Lehman trader Robert
Charles Gibbins, was among the Leh-
man clients who got caught. When
Lehman filed for bankruptcy protec-
tion, it froze about $60 million of Au-
tonomy’s funds, according to a per-
son close to the situation. That is
about 2% of the $2.5 billion Auton-
omy manages. An official at Auton-
omy declined to comment.

Spooked that other securities
firms could fail, hedge funds rushed
to buy default insurance on the
firms with which they did business.
But sellers were hesitant, prompt-
ing something akin to what happens
if every homeowner in a neighbor-
hood tries to buy homeowners insur-
ance at exactly the same time. The
moves dramatically drove up the
cost of insurance on Morgan Stan-
ley and Goldman Sachs debt in what
became a dangerous spiral of fear
about those firms.

At the same time, hedge funds be-
gan pulling their money out of the
two firms. Over the next few days,
for example, Morgan Stanley would
lose about 10% of the assets in its
prime-brokerage business.

“It was just mayhem,” says
Thomas Priore, CEO of New York
hedge fund Institutional Credit Part-
ners LLC. “People were paralyzed by
fear of what could erupt.”

Amid the uncertainty about how
Lehman’s bankruptcy would affect

other financial institutions, rumors
and confusion sparked wild swings
in stock prices. Tuesday, for exam-
ple, shares in UBS AG fell 17% after a
London analyst issued a report say-
ing that the Swiss banking giant, al-
ready hurt by tens of billions of dol-
larsinwrite-downs,might loseanad-
ditional $4 billion because of its ex-
posure to Lehman. UBS subse-
quently said its exposure was no
more than $300 million, and the re-
search firm retracted the report.

Rising concerns about the health
of financial institutions quickly
spread to the markets on which
banks depend to borrow money. At
around 7 a.m. Tuesday in New York,
the market got its first jolt of how
bad the day was going to be: In Lon-
don, the British Bankers’ Associa-
tion reported a huge rise in the Lon-
don interbank offered rate, a bench-

mark that is supposed to reflect
banks’ borrowing costs. In its sharp-
est spike ever, overnight dollar Li-
bor had risen to 6.44% from 3.11%.
But even at those rates, banks were
balking at lending to one another.

Within a few hours, the markets
had shifted their focus to the fate of
Goldman Sachs and Morgan Stan-
ley, which found themselves fight-
ing to restore investors’ flagging
confidence. During an earnings pre-
sentation in which he answered one
question after another about the
firm’s ability to borrow money, Gold-
man Chief Financial Officer David
Viniar made an admission: “We cer-
tainly did not anticipate exactly
what happened to Lehman,” he said.

Morgan Stanley’s stock, mean-
while, plunged 28% in early trading
as investors bet that it would be the
next after Lehman to fall. At around
4 p.m., the firm decided to report its
third-quarter earnings a day early,
in the hope that the decent results
would halt the stock decline.

Even as Morgan Stanley’s call
was taking place, the Lehman fall-
out cropped up in a different corner
of finance: So-called money-market
funds, widely seen as a safe alterna-
tive to bank deposits. Many of the
funds had bought IOUs, known as
commercial paper, which Lehman is-
sued to borrow money for short peri-
ods. Now, though, the paper was
worth only 20 cents on the dollar.

The Fed “completely underappre-
ciated” the implications of a default
on Lehman’s debt, said Gregory Pe-
ters, chief credit strategist at Mor-
gan Stanley in New York.

At around 5:30 p.m. New York
time, a well-known money-market
fund manager called The Reserve
said that its main fund, the Reserve
Primary Fund, owned Lehman debt
with a face value of $785 million.
The result, said The Reserve, which
had criticized its rivals for taking on
too much risk in the commercial-pa-
per market, was that its net asset
value had fallen below $1 a share—

the first time a money-market fund
had “broken the buck” in 14 years.

The trouble in the commercial-
paper market presented a particu-
larly serious threat to the broader
economy. Companies all over the
world depend on commercial paper
for short-term borrowings, which
they use for everything from paying
salaries to buying raw materials.
But as jittery money-market funds
pulled out, the market all but froze.

Wednesday, the freeze in lending
markets triggered a dramatic turn of
events in the U.K. Amid growing con-
cerns about its heavy dependence on
markets to fund its business, HBOS
PLC, the U.K.’s biggest mortgage
lender, saw it share price plummet
19%. The situation was a red flag for
government officials, who suffered
embarrassment earlier this year
when they were forced to national-
ize troubled mortgage lender North-
ern Rock PLC, which had become the
target of the country’s first bank run
in more than a century.

Moving quickly, the government
brokered an emergency sale of HBOS
to U.K. bank Lloyds TSB Group PLC.
In a sign of their desperation to make
the deal happen, officials went so far
as to amend the U.K.’s antitrust
rules, which could have prevented
the merger. Together, HBOS and
Lloyds control nearly a third of the
U.K. mortgage market.

Back in New York, the situation
at Morgan Stanley and Goldman
Sachs was worsening rapidly. In the
middle of the trading day, at about 2
p.m., Morgan Stanley CEO John
Mack dispatched an email to em-
ployees: “What’s happening here?
It’s very clear to me—we’re in the
midst of a market controlled by fear
and rumors.” By the end of Wednes-
day, employees at Morgan Stanley
and Goldman were shell-shocked.
Morgan Stanley’s shares had fallen
24% to $21.75, while Goldman, the
largest investment bank by market
value, fell 14% to $114.50.

By Thursday, Messrs. Paulson
and Bernanke decided that the fall-
out presented too great a threat to
the financial system and the econ-
omy. In the biggest government in-
tervention in financial markets
since the 1930s, they extended fed-
eral insurance to some $3.4 trillion
in money-market funds and pro-
posed a $700 billion plan to take bad
assets off the balance sheets of
banks.

Three days later, Goldman Sachs
and Morgan Stanley applied to the
Fed to become commercial
banks—a historic move that ended
the tradition of lightly regulated
Wall Street securities firms that
take big risks in the pursuit of
equally big returns.

To some, the government’s deci-
sion to resort to a bailout repre-
sents a tacit admission: For all offi-
cials’ desire to allow markets to pun-
ish the risk-taking that engendered
the crisis, banks have the upper
hand. “Lehman demonstrated that
it’s much harder than we thought to
deal effectively with banks’ misbe-
havior,” says Charles Wyplosz, an
economics professor at the Gradu-
ate Institute in Geneva. “You have to
look the devil in the eyes and the
eyes are pretty frightening.”

Still, many people believe that
letting Lehman fail was salutary. “I
think the financial sector in the
United States was incredibly
bloated and needed to shrink,” says
Kenneth Rogoff, a Harvard econom-
ics professor and former chief econ-
omist at the International Monetary
Fund. “There’s no pretty way to do
that. It’s better to have tough love.”

 —Susanne Craig in New York
contributed to this article.
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Wachovia is latest bank to seek a merger
Possible acquirers
include Wells Fargo,
Citigroup, Santander

The failure of Washington Mutual rattled the shares of other banks, including
Wachovia, which has entered into preliminary talks with possible buyers.

By Robin Sidel,

David Enrich

And Dan Fitzpatrick

Wachovia Corp. has entered into
preliminary talks with a handful of
possible buyers—the latest in a pa-
rade of banks to look for safety in
the arms of a suitor amid concerns
that the weak U.S. economy is push-
ing them deeper into peril.

The talks came as Washington
Mutual Inc.’s failure late Thursday
rattled the shares of other troubled
banks. Shares of Wachovia fell 27%
on Friday as investors fretted about
its massive mortgage portfolio.

Investors are growing con-
cerned that a host of banks nation-
wide, both large and small, could
come under fresh pressure to either
raise more capital or find someone
willing to buy them. The trouble
stems in part from the fact that a
broad range of borrowers, not just
mortgage holders, are starting to de-
fault on their debt. For instance,
about 2.4% of payments on credit
cards are more than 90 days over-
due, according to the Federal De-
posit Insurance Corp., the highest
level since 1991.

Wachovia is talking to potential
buyers including Wells Fargo & Co.,
Banco Santander SA of Spain and

Citigroup Inc., according to people
familiar with the situation. Wacho-
via officials don’t believe they need
to rush into a deal, and the bank
isn’t feeling immediate pressure on
its financial condition, people famil-
iar with the company said.

Wachovia declined to comment
on the discussions. Friday, a spokes-
woman said the bank is “aggres-
sively addressing our challenges.”
Since June, Wachovia has opened
745,000 new checking accounts, she
added, indicating confidence
among its customers.

Banco Santander, Citigroup and
Wells Fargo declined to comment.

In a sign of the depth of tension
among financial institutions
broadly, banks on Friday remained
very skittish about making short-
term loans to each other—a crucial
ingredient in the banking business.
The rate on three-month loans be-
tween banks eased slightly, to 3.7%,
on Friday. Still, that is nearly double
the level that would be expected if
the market were more stable.

This reluctance to lend has impli-
cations for a broad swath of the busi-
ness community: Interest rates on
short-term loans that corporations
routinely use to fund day-to-day ex-
penses also remain extremely ele-
vated.

For financial institutions, “the
clock is ticking a heck of a lot faster
today,” said Matthew Kelley, a bank
analyst at investment-banking firm
Sterne, Agee & Leach Inc. The federal
government’s seizure of WaMu in the
largest bank failure in U.S. history
shows that regulators are “not going

to mess around” with shaky banks
and thrifts, especially given the
chaos gripping financial markets.

The structure of J.P. Morgan
Chase & Co.’s purchase of WaMu’s
banking operations sent shudders
through the market for investment-
grade bonds.In the deal,bondholders—
who typically have a priority claim
over common-stock shareholders—
are likely to recover between zero
and 50 cents on the dollar, according
to an analysis by independent re-
search firm CreditSights. That could
sour investors’ appetite for a wide
range of financial-industry bonds.

U.S. leaders and bank executives
hope that the $700 billion govern-
ment bailout package being ham-
mered out in Washington will help
steady the industry by giving banks
a way to shed some of their most
toxic mortgage assets. The vast ma-
jority of U.S. banks remain well-capi-
talized, giving them a cushion
against the sluggish economy and
further declines in housing prices.

Across the country, WaMu’s
branches opened as usual Friday
morning, albeit under new owner
J.P. Morgan, which bought WaMu’s
banking operations for $1.9 billion.

WaMu’s seizure by the govern-
ment eliminated one of the shakiest
institutions. But the fact that no one
was willing to buy its vast consumer-
banking business until the institu-
tion failed shows how deep the indus-
try’s woes are. In recent years, its
prized network of more than 2,200
branches would likely have trig-
gered a bidding war among suitors.

In recent weeks, Wachovia had
been in talks about a potential
merger with Morgan Stanley. But
that scenario was apparently put on
hold by Morgan Stanley’s move last
week to convert into a bank holding
company from an investment bank.

In addition to the problem of wid-
ening defaults on credit-card debt,
delinquent loans on nonresidential
real estate rose 20% in the second
quarter from a year earlier. Late pay-
ments on bread-and-butter business
loans, which account for the bulk of
the loan portfolios at many banks,
jumped 15%. All those percentages
are expected to keep rising.

“The housing thing is kind of be-
hind us” in terms of the write-
downs, said Ted Salter, chief finan-
cial officer of Gateway Financial
Holdings Inc., a bank-holding com-
pany in Virginia Beach, Va. Now it
has “moved into commercial loans,
construction loans, development
loans,” he said. “Next week, it’ll be
something else.”

The 13 bank failures this year
don’t come close to the savings-and-
loan crisis of the late 1980s, when
hundreds of shaky institutions
failed, costing taxpayers about
$130 billion. By other measures,
though, some bank executives say
the current turmoil is worse, since it
is more geographically widespread
and involves a broader mix of loans.

After generating record profits
during the housing boom, the bank-
ing industry saw its profitability
evaporate in only a year. Second-
quarter profit fell to $5 billion from
$36.8 billion a year earlier, its sec-
ond-lowest level since 1991.

About 18% of federally insured
lenders lost money in the second
quarter. Dividends paid to bank-
stock investors plunged by $35 bil-
lion in first six months of 2008.

Third-quarter results could
show the industry’s first overall
loss since the fourth quarter of
1990. One big reason: Banks need to
set aside more money to cover loans

that have gone sour, a move that
cuts deeply into profitability.

Forced to conserve capital in or-
der to cover ballooning losses, com-
mercial banks are far more reluc-
tant to lend money than they were a
few months ago. Of 3,000 compa-
nies surveyed by RBC Capital Mar-
kets, 25% said it is harder to borrow
money than 90 days ago.

There isn’t a clear way out of
trouble. There aren’t many inves-
tors willing to take a bet on banks
right now, particularly given Wa-
Mu’s example: In April, it received a

$1.35 billion investment from the gi-
ant investment firm TPG—which
lost the entire amount this week
when WaMu failed.

Aside from J.P. Morgan’s pur-
chase of WaMu, few weak banks
have been snapped up by stronger
ones, partly because would-be buy-
ers have their own headaches.

Some banks are paying unusu-
ally high interest rates on deposits
to replenish their capital levels.
That strategy raises red flags with
many bankers because it is often
viewed as a sign of desperation.

It can also be a double-edged
sword: Banks that don’t want to com-
pete on rates can’t attract deposits
that are critical to making loans. In
any case, that strategy didn’t work
for WaMu, which paid some of the
highest rates in the country.

Saddled with a mountain of trou-
bled adjustable-rate mortgages in-
herited through its 2006 takeover
of Golden West Financial Corp.,
Wachovia has seen its financial con-
dition weaken. The bank’s CEO, Rob-
ert Steel, has said the bank has am-
ple capital, noting that it added
$20 billion to its certificate-of-de-
posit balances last summer due in
part to a high-interest-rate promo-
tion that began in June.

“I spend a lot of time trying to lay
out the fact that we believe we’re liq-
uid,” he said earlier this month. “We
believe we have the ability with our
current financial position to re-
spond to issues, and we also have
some other levers to pull” to im-
prove its financial position, he said.

Banco Santander, Wells Fargo
and Citigroup all pored over Wa-
Mu’s books before the Seattle thrift
was seized Thursday. Their interest
in Wachovia is a further sign that
the banking industry’s turmoil is
triggering opportunism by the rela-
tively few banks that consider them-
selves strong enough to make a
deal, even though it likely means ab-
sorbing a slew of troubled loans
from the acquired bank.

 —Carrick Mollencamp, Ilan Brat
and Liz Rappaport

contributed to this article.

A range of
borrowers are
starting to default
on their debt.
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Nano wins in transportation

WSJ.com

MARKETPLACE

for flaws in the software’s binary
code—the zeros and ones that are
actually read by the computer.

This method is just as accurate
as examining source code, says
Chris Wysopal, Veracode’s co-
founder and chief technology of-
ficer, but it can be used without re-
quiring developers to turn over the
proprietary source code. More im-
portant, it opens new uses for secu-
rity testing by enabling customers
to check for vulnerabilities in soft-
ware they’ve purchased from a ven-
dor or an outsourcer.

Physical security

Vumii Inc. was selected in this
category for developing a night-vi-
sion camera technology that uses a
near-infrared laser to illuminate an
area.

Most long-distance night-vision
cameras “see” in the dark by captur-
ing thermal infrared rays. But these
cameras can’t read writing or recog-
nize faces, and they can’t see
through glass. Atlanta-based
Vumii’s Discoverii technology gets
its illumination from an invisible la-
ser beam that produces a high-reso-
lution image that can be captured
by standard video equipment.

Introduced in 2006, the equip-
ment is being used to monitor a nu-
clear power plant in Japan and a wa-
ter system in Pennsylvania, among
other uses.

Semiconductors

The overall Silver winner, Audi-
ence of Mountain View, Calif., was
the top innovator in this category.

Building on research that Lloyd
Watts, the company’s founder and
chief technology officer, began as a
graduate student,Audience uses
“scene analysis”—the method peo-
ple use to distinguish important
sounds from background noises—to
separate a caller’s voice from sur-
rounding sounds. The technology
Mr. Watts and his research team de-
velopedrelies on two microphones
and a voice-processing chip that
highlights the speaker’s voice and
partly mutes background sounds.

The technology is currently avail-
able in a handful of phone models
sold in South Korea and Japan. It
“addresses what many people recog-
nize is a big problem on cellphones,”
says Robert Drost, a distinguished
engineer at Sun Microsystems Inc.
and one of the judges.

Software

Cleversafe Inc., based in Chi-
cago, won for a technology that of-
fers a more secure and reliable way
to store sensitive computer files.

The company’s Dispersed Stor-
age software breaks files up into
slices and then sends the slices over
the Internet to multiple storage loca-
tions on a network. By themselves,
the slices are unreadable to hackers
or anyone else not authorized to
read them, but the original file can
be easily reassembled, even if not
all the slices are available due to
equipment failure or natural disas-
ter. The software also promises to
be less expensive than traditional
storage methods, which rely on cre-
ating full, multiple copies to protect
against loss.

Jane Royston, professor of entre-
preneurship and innovation at the
Swiss Federal Institute of Technol-
ogy in Lausanne and an Innovation
Awards judge, says the software
“could be an important part of Inter-
net data storage systems.”

Technology design

Stockholm-based Telefon AB

L.M. Ericsson won in this category
for a new way to construct cell-
phone towers that are faster to
build, cheaper to operate and more
aesthetically pleasing than typical
cellular towers.

The Tower Tube is a concrete
structure that contains all the site’s
radio transmission and reception
equipment—usually housed in a sep-
arate building—antennas and wir-
ing. The tower protects the equip-
ment from the weather and main-
tains a stable internal temperature,
reducing cooling costs and energy
consumption by as much as 40%. By
raising the radio equipment to the
top of the tower, closer to the anten-
nas, the Tower Tube reduces the
amount of cabling needed and in-
creases both the range of coverage
and the tower’s call capacity.

The first Tower Tube was con-
structed at Ericsson headquarters
in Sweden, and the company ex-
pects to begin shipping them com-
mercially by the end of the year.
Though the towers are hardly invisi-
ble, the design is a “good attempt at
making cell towers less obtrusive,”
says Darlene J.S. Solomon, chief
technology officer of Agilent Tech-
nologies Inc. and an Innovation
Awards judge.

Transportation

A tiny, fuel-efficient, four-seat au-
tomobile priced at $2,500 was se-
lected as the winner in the transpor-
tation category. The Nano, from
Tata Motors Ltd., a unit of Mumbai-
based Tata Group, is designed to ap-
peal to millions of poor families in In-
dia who otherwise rely on motor-
bikes or other two-wheeled trans-
portation. It promises to deliver 50
miles a gallon and emit less pollu-
tion than two-wheelers. “It is a very
impressive design accomplish-
ment,” says Barry H. Jaruzelski, part-
ner at consulting firm Booz & Co.
and an Innovation Awards judge.

The Nano was unveiled in Janu-
ary. Tata Motors says it plans to be-
gin selling the car before the end of
the year, despite protests by farm-
ers that have interrupted construc-
tion of the company’s plant in West
Bengal.

Wireless

Another Tata Group company,
Tata Consultancy Services Ltd., won
in the wireless category for a service
that delivers crop advice to farmers
in rural India by cellphone. Using re-
mote sensors, a voice-enabled text-
messaging service and a camera
phone, TCS’s mKrishi service can
provide weather information and ad-
vice about dealing with plant pests,
fertilizer and watering problems
and other issues directly to a farmer
in the field. The service is still being
tested and hasn’t been launched
commercially, but TCS plans to even-
tually make it available in 22 of In-
dia’s official languages.

Though the technology itself
isn’t new, “it does bring together a
number of things that are quite use-
ful,” says William Webb, head of re-
search and development at the U.K.
Office of Communications and a
member of the judging panel.

Continued from page 29

Journal Podcast
Joachim Ebert, a vice president

at management consultancy
A.T. Kearney, tells the Journal’s
John Leger about successful

innovation strategies. You can listen
to the discussion at

WSJ.com/OnlineToday
Names and details about this year’s
runners-up, and a list of the panel of

judges, also can be found online.
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I NPEX HOLDINGS
Inc. of Japan and
Total SA of

France will spend
US$20 billion on a liq-
uefied-natural-gas
processing plant near
Darwin in Australia’s
Northern Territory.

The plant, in
which Inpex has a 76% stake as operator, will pro-
cess natural gas piped from the Ichthys field in the
Browse Basin offshore Western Australia state. It is
one of nine LNG projects planned for Australia.

The new plant will produce eight million metric
tons a year of LNG, 1.6 million tons a year of lique-
fied petroleum gas and 100,000 barrels of conden-
sate, with a final investment decision due late next
year or in early 2010, Inpex said Friday.

Inpex-Total LNG plant
to be built in Australia

I
TALIAN clothing
company Benet-
ton Group SpA

said Chief Financial
Officer Emilio Foà
will step down fol-
lowing the approval
of the company’s
third-quarter re-
sults.

Benetton said
Mr. Foà will return to work in London.

He was hired by Benetton in 2006 from London-
based Burberry PLC, where he had been deputy fi-
nance chief since 2005.

Benetton said the functions of Mr. Foà will be
temporarily reassigned within the company’s mana-
gerial structure.
 —Luca Di Leo
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Benetton finance chief
to step down from post

A
S PART OF an effort to
boost its presence in
Asia, Nordic telecom op-

erator TeliaSonera SA said it
acquired controlling stakes in
mobile operators in Nepal and
Cambodia in a deal valued at
3.2 billion Swedish kronor
($482.2 million). The company
is paying Kazakhstan-based Vi-
sor Group to acquire 51% of Te-
liaSonera Asia Holding BV, a
holding company for 80% of

Spice Nepal and 100% of Cambodia’s Applifone. Visor
Group will have a 49% stake in the holding company.
The deal is expected to be completed Oct. 1. TeliaSon-
era Chief Executive Lars Nyberg said the step is part
of “our strategy to expand into new high-growth
emerging markets.”  —Adam Ewing

J.P. Morgan bets on the consumer
Takeover of WaMu
is $1.9 billion hedge
against more turmoil
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By Robin Sidel

And Dan Fitzpatrick

T HE LARGEST bank failure in
U.S. history sent barely a rip-
ple through financial markets

on Friday after J.P. Morgan Chase &
Co. stepped in quickly to pick up the
pieces of collapsed Washington Mu-
tual Inc. and promised to move
quickly to clean up the
wreckage of the thrift’s
troubled portfolio of mort-
gage loans.

In doing the $1.9 billion
government-assisted deal,
J.P. Morgan is making a bet
that American consumers,
even those in shaky condi-
tion, will help cushion the
bank from future market
turmoil. J.P. Morgan’s last
deal, buying Bear Stearns
when it was similarly strug-
gling for survival, boosted the
bank’s presence in the volatile
world of Wall Street.

J.P. Morgan moved to further
cushion its business by selling $10
billion of common stock, which was
snapped up by investors, who bid up
the bank’s shares by 11%. The bank
had announced that it would sell $8
billion of stock in conjunction with
the WaMu deal. J.P. Morgan shares
rose $4.78, to $48.24 in New York
Stock Exchange composite trading
Friday at 4 p.m.

WaMu collapsed under the
weight of bad mortgages, and J.P.
Morgan said it would write down
$31 billion of the loans in the deal,
which will protect depositors.
WaMu shares plunged 90%, or
$1.53, to 16 cents.

The price tag came at a substan-
tial discount to what J.P. Morgan was
willing to pay for WaMu earlier this
year. In March, J.P. Morgan offered to
buy the Seattle-based thrift, suffer-
ing at the time from deterioration in
its mortgage portfolio, for roughly $4
to $8 a share, or $7 billion to $9 bil-
lion. Those talks failed when WaMu
instead accepted a $7 billion capital

infusion from a group of investors led
by private-equity firm TPG. (Please
see related article on page 25.)

Holders of the thrift’s common
stock are likely to be wiped out,
since J.P. Morgan bought essentially
all of WaMu’s assets, leaving the
holding company under Federal De-
posit Insurance Corp. control. Wa-
Mu’s holding company is likely to be
liquidated.

With the deal, a growing portion
of J.P. Morgan’s revenue and earn-
ings are now likely to come from its
vast consumer network that in-
cludes branch-banking, mortgages,
home-equity loans and credit cards.

J.P. Morgan’s nonconsumer
businesses include capital-
markets activities, invest-
ment and commercial bank-
ing, and asset management.

“We are going to sort
out the mechanics over
next week or two and then
go full steam ahead to take
advantage of the opportu-
nity,” said Charles Scharf,
who runs J.P. Morgan’s re-
tail business.

J.P. Morgan Chairman
James Dimon has long hailed the
value of J.P. Morgan’s retail opera-
tions as a way for the bank to attract
new customers. Although the firm is
well-known for providing a slew of fi-
nancial services to the wealthy and
corporate customers, J.P. Morgan is
also tied to the mass-market con-
sumer through its retail branches.

That concentration is expected to
grow significantly with the acquisi-
tion of WaMu, the nation’s largest sav-
ings-and-loan by assets, that didn’t
have significant relationships with
commercial or high-end borrowers.

The retail business “may grow
slower than some other businesses,
but it is very stable,” Mr. Dimon told
reporters Friday on a conference
call. The combined company will be
the nation’s largest deposit-gath-
erer with $911 billion of deposits,
outranking Citigroup Inc.’s $804 bil-
lion and Bank of America Corp.’s
$785 billion. Previously, J.P. Morgan
ranked as the third-largest after
those two banks, with $723 billion.

The deal also catapults J.P. Mor-
gan to the second spot as measured
by its 5,410 branches, ranking be-
hind Bank of America and leapfrog-

ging both Wells Fargo & Co. and
Wachovia Corp.

J.P. Morgan is also heavily exposed
to the consumer through its credit-
card business, which will become the
nation’s largest after the WaMu deal
with $181 billion of receivables. Much
of WaMu’s $28 billion credit-card
portfolio, however, is made of
subprime customers. J.P.
Morgan has largely steered
clear of those high-risk con-
sumers and isn’t expected to
devote much effort to retain-
ing them.

The integration of
WaMu carries substantial
risks for J.P. Morgan. Al-
though the bank is betting
on the consumer, Ameri-
cans are having a tougher
time paying their mort-
gagesandcredit-cardbills—
leading to rising delinquencies and
defaults on those loans. Further-
more, WaMu’s $176 billion home-
loanportfolio islargelycomprised of
adjustable-rate mortgages,
subprime and home-equity loans.
J.P. Morgan is trying to prepare for
the blow of rising defaults in those
loansbymarkingdowntheirvalueby

$31 billion, but estimates that there
could be $54 billion of losses if hous-
ing prices deteriorate further.

Despite those risks, WaMu has
long been at the top of J.P. Morgan’s
acquisition list. Indeed, the compa-
ny’s top executives have been talking
about the prospect of a WaMu pur-
chase for several years, according to

a person familiar with the
matter.

Former WaMu CEO
Kerry Killinger was criti-
cized for not accepting J.P.
Morgan’s initial offer. Ear-
lier this month, Mr. Kill-
inger was suceeded by
Brooklyn, N.Y., banker Alan
Fishman. During his first
week on the job, Mr. Fish-
man got a congratulatory
call from Mr. Dimon, ac-
cording to a person famil-

iar with the situation.
The thrift lost roughly $5 billion in

retail deposits between the end of
June and the end of August. Starting
Sept. 15, customers yanked an addi-
tional $16.7 billion in deposits, accord-
ing to the Office of Thrift Supervision.
 —Joann S. Lublin

contributed to this article.
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Note: Deposit data as of June 30, 2007, and exclude deposits greater than $500 million in a 
single branch; branch data as of Sept. 18, 2008 

Source: SNL Financial via J.P. Morgan Chase

From demise to deal
Along with a mountain of bad loans, J.P. Morgan Chase & Co. will get more 
than 2,000 branch offices as part of its $1.9 billion takeover of the banking 
operations of Washington Mutual. Here is a look at the combination in 
selected states: 
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1

1

1
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By Nisha Gopalan

And Jeffrey Ng

HONG KONG—HSBC Holdings
PLC became the latest global bank-
ing giant to lay off staff as it cut
1,100 jobs in its global banking and
markets division world-wide.

The jobs, about half of which
are in the U.K., account for 4% of
the division’s work force, HSBC
spokesman Gareth Hewett said.
HSBC’s global banking division in-
cludes investment-banking, trea-
sury and trading operations.

About 100 of the job cuts are in
Hong Kong, representing 0.7% of
HSBC’s total work force of more
than 15,000 in the city, he said.

The layoffs in HSBC, which has
headquarters in London but
makes about a third of its earnings
from Hong Kong, come as the mar-
ket turmoil and wounded balance
sheets by banks led to large lay-
offs world-wide.

“The steps we have taken today
are in light of the current global
business and economic environ-
ment and our cautious outlook for
2009,” Mr. Hewett said. “Markets
continue to be challenging and dif-
ficult, but our strategy leaves us
well-positioned for the next wave
of global growth, when it comes.”

HSBC’s current job cuts mainly
involve back-office and contract
staff, including technology-sup-
port personnel, though some front-
office employees have lost their
jobs, Mr. Hewett said. Contract
staff numbered about 450.

The U.K.’s largest bank by mar-
ket capitalization reported in Au-
gust a 29% drop in first-half net
profit amid deepening losses in
the U.S. mortgage market.

Mr. Hewett said, however, that
“there is no change in strategy” at
the global-banking and markets di-
vision, “which is to be a leading
emerging-markets-led and financ-
ing-focused wholesale bank.”

For the first half of the year,
the division posted pretax profit
of US$2.7 billion, down 35% over
the first half of 2007 but 37%
higher than in the second half of
2007.

HSBC slashes
1,100 positions
in banking unit

TeliaSonera takes stakes
in Nepal, Cambodia firms
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Awards recognize ground-breaking work
Winning entries
save lives, advance
alternative energy

JOURNAL REPORT: TECHNOLOGY

By Michael Totty

In a medical emergency, quickly
tapping a vein to deliver medication
or other fluids can mean the differ-
ence between life and death. But in
millions of cases a year, doctors and
emergency personnel can’t get an in-
travenous line started because of
collapsed veins or other problems.
The standard alternatives to an IV
are time consuming and raise the
risk of possibly deadly complica-
tions.

Larry Miller, a 30-year veteran of
emergency care, came up with a so-
lution. Physicians long have known
that lifesaving fluids could be effec-
tive if delivered to the blood-rich
space inside bones, but there was a
problem: finding a way to quickly
penetrate the bone and insert a nee-
dle. Dr. Miller developed a high-
speed drill that uses a specially de-
signed needle to bore into bones
and deliver fluids.

The EZ-IO device from Vidacare
Corp., the company Dr. Miller co-
founded in 2001, is the Gold winner
in The Wall Street Journal’s eighth
annual Innovation Awards competi-
tion. A group of judges representing
venture-capital firms, other compa-
nies and research institutions re-
viewed more than 160 entries to
pick Gold, Silver and Bronze win-
ners. They also selected the top tech-
nologies in 16 industry categories.

The Silver award went to Audi-
ence, a maker of voice processors,
for a noise-suppression technology
designed to block annoying back-
ground noise in mobile-phone calls.
The technology uses a sophisticated
microprocessor to identify and re-
duce even rapidly changing sounds—
emergency sirens, for instance—
that pose problems for other noise-
blocking technologies.

A team of scientists at the
Lawrence Berkeley National Labora-
tory in California won the Bronze
for their work in developing a micro-
chip that, by analyzing DNA, is able
to identify thousands of different va-
rieties of bacteria that might be
present in air, water, soil, blood or
tissue samples. The PhyloChip can
detect potentially disease-causing
bacteria without the lengthy pro-
cess of growing cultures. And unlike
other genetic-testing methods, it
can distinguish thousands of differ-
ent pathogens simultaneously.

The Wall Street Journal received
more than 700 entries for the Inno-
vation Awards, and a Journal editor
narrowed the field down to the 162
that were scored by the judges. As in
the past, judges looked for innova-
tions that broke new ground in their
fields and that demonstrated some
measurable impact.

Here’s a look at the winners in
each category:

Computing systems

Salesforce.com Inc. of San Fran-
cisco was the top pick in this cate-
gory. The company made its name
selling software as a service—appli-
cations that are used online instead
of being installed in a corporate
data center. Its winning entry takes
this concept and applies it to a suite
of tools that a company can use to
build its own customized business
applications that are developed and
delivered over the Internet.

The suite, called Force.com, pro-
vides the building blocks for pay-
roll, accounts-receivables and ex-
pense-reporting systems and other
common applications, and it re-
quires minimal programming skills.
Introduced in 2007, Force.com has
about 47,000 users.

Other companies are developing
similar “cloud computing” services,
in which companies access comput-
ing power as needed, the way they
buy electricity, without the need to
run their own servers and software.
Along with Amazon.com Inc. and
Google Inc., “Salesforce is one of
the leaders in this trend,” says
Asheem Chandna, a partner at ven-
ture-capital firm Greylock Partners
and one of the Innovation Awards
judges. “It’s certainly a key direc-
tion where computing is heading.”

Consumer electronics

Hikers, cross-country skiers and
others out in the wild often need to
call for help, or just to send a reas-
suring note to friends and family.
Spot Inc., a unit of Globalstar Inc.,
Milpitas, California, won in the con-
sumer-electronics category for a
hand-held device that can send pre-
programmed messages along with
the users’ location, even if they’re
too remote for cellphone coverage.

The Spot Satellite Messenger
taps into Globalstar’s satellite net-
work to provide one-way emer-
gency or “I’m OK” messages from
most places on the globe. Since its
introduction in December, it has
gained almost 50,000 subscribers
and is credited with about 40 res-
cues, the company says.

Energy

Applied Materials Inc., of Santa
Clara, Calif., was selected in the en-
ergy category for its SunFab produc-
tion line, which can manufacture ex-
tremely large solar-power panels us-
ing thin-film photovoltaic material.
By turning out solar panels more
quickly and cheaply than traditional
production methods, the SunFab
equipment promises to drive down
the cost of solar power so that it’s
more competitive with electricity
from traditional sources.

To date, Applied Materials has
delivered four of the SunFab lines to
solar-panel makers, including a
100-acre plant in China that, when

it’s up to full production, will be ca-
pable of turning out enough panels
each year to generate one gigawatt
of electricity.

Although the panels themselves
are less efficient than traditional so-
lar arrays, the SunFab technology
“is really making a massive impact
because suddenly people can buy
turn-key photovoltaic production
lines,” says Peter Terwiesch, chief
technology officer of ABB Ltd. and a
member of the judging panel.
“That’s attracting a lot of new en-
trants.”

Environment

The PhyloChip, developed by
staff scientist Gary Andersen and a
team of researchers at the Lawrence
Berkeley National Laboratory, won
in this category.

Identifying the presence of spe-
cific bacteria used to require grow-
ing the microbes in different cul-
tures, a lengthy process that might
distinguish less than 1% of the spe-
cies present. More recently, genetic-
testing techniques were developed
that can more quickly spot specific
organisms in a sample, but only
those that researchers think might
be present. With the PhyloChip, sci-
entists can recognize up to 8,700 dif-
ferent organisms in a single sample
in a matter of hours.

The PhyloChip isn’t currently
available commercially. It is manu-
factured by Affymetrix Inc. of Santa
Clara, Calif., which has sold more
than 2,500 chips to universities and
other researchers. They have used
the chip to investigate bacteria lev-
els in municipal and recreational wa-
ter supplies and to identify the
types of germs that show up in some
lung infections.

Health-care IT

U.K.-based GlaxoSmithKline
PLC won for new software that
helps researchers screen potential
drugs for possibly adverse medical
reactions while the drugs are still in
the earliest stage of development.
This helps pharmaceutical research-
ers avoid spending time and re-
sources on promising drugs only to
find after several years that the
drugs can’t be marketed because
they’re potentially harmful.

The software, called Molecular
Clinical Safety Intelligence,

matches the chemical profiles of
drugs in development and of poten-
tially useful compounds against in-
formation about adverse reactions
to drugs that are already on the mar-
ket. It was developed at GSK’s re-
search and development center in
North Carolina for use by the compa-
ny’s own researchers.

Materials and other
base technologies

Nanocomp Technologies Inc. in
New Hampshire, the winner in this
category, has developed a process
to create large sheets of fabric and
lengths of yarn using carbon nano-
tubes—synthetic carbon molecules
prized for their exceptional
strength and conductivity.

Previously, manufacturers
haven’t been able to take full advan-
tage of the special qualities of car-
bon nanotubes because they could
only produce particles a few microns
long—less than the diameter of a hu-
man hair—limiting their usefulness.

David Lashmore, co-founder and
chief technology officer at Nano-
comp, came up with a technique for
creating nanotubes that are more
than a millimeter long. The length
made it possible for the company to
make carbon-nanotube materials in
sheets up to 3 feet by 6 feet. The tech-
nology can also be used to manufac-
ture lightweight, highly conductive
yarns that can be used to make wiring
and cables that have a fraction of the
weight of traditional copper wires.

The company is still producing
only limited quantities of its mate-
rial, but it has received financing
from the U.S. Army to help develop a
lighter-weight alternative to body
armor and is working with the Air
Force to develop carbon-nanotube
wiring for aircraft and satellites.

Medical devices

Vidacare, the overall Gold win-
ner, took top honors in this cate-
gory.

It usually is pretty simple to in-
troduce an IV into healthy patients
with normal blood pressure. But
with emergency patients in shock or
cardiac arrest, collapsing veins
make a successful IV difficult or im-
possible. Fluids can also be injected
into the space inside bones, known
as the intraosseous area, and will
travel around the body from there.

But while the soft bones of young
children can be pierced easily, that’s
not the case with the fully devel-
oped bones of adults.

Beginning in the early 1990s, Dr.
Miller and a group of researchers at
the University of Texas Health Sci-
ence Center began working on a way
to get a needle through a bone’s hard
surface. They eventually devised a
drill with a hollow needle that could
penetrate the bone and be hooked
up to the necessary medication or
other fluid. The device received Fed-
eral Drug Administration approval
in 2004 and entered the market in
late 2005. It is now deployed in
about 40% of U.S. emergency rooms
and is used by more than half of the
emergency medical services in the
country, Vidacare says. The device
has been so successful that the Amer-
ican Heart Association recently
changed its guidelines to encourage
the use of intraosseous access for pa-
tients suffering cardiac arrest.

Medical/Biotech

Rosetta Genomics Ltd., based in
Rehovot, Israel, was selected in the
biotech category for developing a
group of diagnostic tests that use mi-
croribonucleic acid—short strands
of genetic material—to help physi-
cians identify the type of cancer a pa-
tient has so that targeted therapies
can be prescribed more accurately.

The potential of microRNA in di-
agnosis is generating lots of inter-
est among researchers, and a hand-
ful of companies are developing can-
cer-testing products using the tech-
nology. Columbia University Medi-
cal Center in New York recently re-
ceived state approval for the first
test using Rosetta’s technology to
distinguish between two common
types of lung cancer. That and two
other tests are expected to be on the
market by the end of the year.

Network/Internet technologies

Xsigo Systems Inc., in San Jose,
California, won in this category with
a technology that can be used to re-
place the physical cables in a data
center with “virtual” connectors.

More and more corporate data
centers are turning to “virtualiza-
tion”—software that makes a single
computer server or storage device
act like multiple devices—to reduce
costs and cut power consumption.
But virtualized servers still have to
be connected with physical cables
and connectors that are costly and
can’t be easily changed to accommo-
date changes in server needs.

Xsigo, co-founded by Ashok
Krishnamurthi, a former executive
at Juniper Networks Inc., has devel-
oped hardware and software that en-
able a single connector to mimic the
performance of as many as 14 sepa-
rate cables. With the product, a tech-
nician who needs to add storage or
server capacity can create a virtual
connection from a control center in-
stead of having to make a trip to the
data center and physically plug in
the new box.

Network security

Veracode Inc., based in Massa-
chusetts, won in this category for
software that tests for security
holes in new applications. Unlike
other vulnerability-testing tools,
which look for bugs by examining
the source code—the lines of read-
able instructions, in a mixture of
words, numbers and symbols, tell-
ing the software what tasks to per-
form—Veracode’s technology looks

Please turn to page 30
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www.aig.com

Insurance and financial services are provided by subsidiaries of American International Group, Inc. (AIG).

To our customers, agents, brokers, advisors and
other partners:

Thank you for sticking with us. All 116,000 AIG employees
appreciate your confidence in us and are working tirelessly,
with a renewed commitment to serving your needs.

Be assured that our insurance companies remain strong and
well capitalized. The financial issues of the AIG parent company
do not affect our insurance companies’ ability to pay claims and
underwrite new policies. Regulations ensure that the assets of
our insurance companies are there to back up each policy. You
are protected. Your policies are safe.

I’ll be communicating with you as we mold AIG into a strong,
nimble and vital organization focused on exceeding your
expectations and securing your future.

Edward M. Liddy
Chairman & CEO
American International Group, Inc.

T H E WA L L ST R E ET JOU R NA L . MONDAY, SEPTEMBER 29, 2008 5

Cl
oc

kw
is

e 
fr

om
 t

op
: C

or
bi

s;
 S

ta
n 

Se
ss

er
/T

he
 W

al
l S

tr
ee

t 
Jo

ur
na

l; 
G

et
ty

 im
ag

es

Krakow, PolandLjubljana, Slovenia

Cesky Krumlov, Czech Republic

7 7

The new Old Country in Eastern Europe
Why tourists flock
to Slovenia, Krakow
and the Black Sea

By Stan Sesser

S
INCE throwing off the
yoke of communism
nearly two decades ago,
Prague and Budapest have
emerged as magnets for

Americans traveling in Europe. The
throngs that visit those cities each
summer can make the Charles
Bridge and Buda Castle seem as
mobbed as London Bridge and the
Coliseum.

But a second tier of Eastern Euro-
pean cities, places that languished
in almost complete obscurity while
behind the Iron Curtain, are buzz-
ing, too. U.S. travelers looking to
avoid the tourist rat race are head-
ing to lesser-known places like Ljubl-
jana and Cesky Krumlov.

“There’s a rolling snowball ef-
fect,” says Randy Durband, presi-
dent of Travcoa, a Newport Beach,
Calif., high-end travel agency that
has long offered tours to the Czech
Republic and Hungary and has
added Croatia and Albania.

As more former Soviet bloc coun-
tries have adopted the euro as cur-
rency and as Ryanair, Easyjet and
other low-cost air carriers have
added more direct routes, travel in
Eastern Europe has never been eas-
ier. Yet while airports and train sta-
tions are humming, getting around
isn’t an endless series of battles for
transportation, lodging and infor-
mation. And as a bonus, there’s the
thrill of vacationing in a place
whose name most of your neighbors
won’t recognize.

“A lot of Americans like the idea
of getting some place first,” says
Amy Ziff, who follows travel trends
for the online booking company
Travelocity. Each year as the sum-
mer travel season begins, Traveloc-
ity computes where Americans are
going and how big a slice of that
travel pie each part of the world can
expect. This summer, Ms. Ziff says,
Western Europe’s share was down
15% while Eastern Europe was up
16%. “That’s really movement,” says
Ms. Ziff. “People are looking to
stretch their dollar further.”

Want to visit a city of rivers and
bridges that likens itself to Venice?
Ryanair flies nonstop to Bydgoszcz,
Poland, from England, Ireland and
Germany. Are the prices in Norway
too high? Visit the fjords around Ko-
tor, Montenegro. Too crowded on
the Italian Riviera? Check out the
Black Sea beaches at Constanta, Ro-
mania, or Nessebar, Bulgaria.

Rising numbers, though, have
brought Eastern Europe some of the
same problems that bedevil many
mass-tourism destinations. Krakow
attracts scores of young Britons
who’ve discovered that it’s cheaper
to book a flight on Ryanair for a beer-

soaked weekend in Poland than to
get drunk in London. Cesky Krumlov,
in the Czech Republic, with its coach
busesand tourgroupsobedientlyfol-
lowing flag-waving guides, is start-
ing to feel like a medieval Disney-
land. And the infrastructure of East-
ern Europe still isn’t up to that of the
West. Take a train in Poland and you
are likely to creep along as if you
were traveling half a century ago.

Places that once struggled to at-
tract tourists now worry about
where to put them. Foreign visitors
to Krakow last year numbered 2.5
million—almost quadruple the num-
ber in 2003. “The word has spread,”
says Katarzyna Gadek, director of
the city’s Office of Tourist Develop-
ment. “When we entered the Euro-
pean Union in 2004, that made a big

difference.” So has the increased
number of direct flights in. Ten
years ago, most tourists arrived
from Western Europe by bus or
train, or they caught a connecting
flight in Warsaw.

Another prime example is in Slov-
enia, once part of the former Yugo-
slavia (and today often confused
with Slovakia to the northeast). Slo-
venia’s capital, Ljubljana (loob-
lee-YA-na), went from unknown to
trendy in just a few years. But be
warned: It has so few hotel rooms
that by early June the best places
are largely booked for summer.

With its medieval Old Town of
clean cobblestone streets and out-
door markets, a 16th-century castle
perched on a hill and an array of
first-rate restaurants, Ljubljana

ranks as one of Europe’s most attrac-
tive capitals. Plus, mountain lakes
and the Adriatic coast are just an
hour or two away. I had no idea what
I’d find when I went there. But tak-
ing everything into account—scen-
ery, food, prices and the friendli-
ness of the people—I think Slovenia
could qualify as Europe’s single best
country for tourism.

Arriving in Ljubljana is like turn-
ing the clock back 50 years. The lo-
cal road from the tiny airport into
town is lined with trees and grass.
The train station is so close to the
Old City that you can walk to most
hotels. Tourist information is avail-
able at the station in two small
rooms, one devoted to transport
and the other to local attractions. I
asked the man at the tourism
counter what happens to people

who show up without a reservation
in this city of just 16 hotels. “We put
them in a hotel further out, in an
apartment rental or with a family,”
he replied. “No one ever has to sleep
on a park bench.”

I booked my trip just one week in
advance—too late for a hotel
room—so I made reservations with
an apartment-booking agency. Little
did I suspect I’d end up in what may
be the nicest accommodations I’ve
ever had in Europe. My reward for
walking up five flights of stairs (the
medieval buildings have no eleva-
tors) was a big penthouse apart-
ment in an impeccably renovated
building next to Town Hall, with a
terrace, modern kitchen and bath-
room and high-speed Internet. The
price? Œ120 ($175) a night—less than
the cost of a closet-size hotel room
in London or Milan.

Despite the dollar’s lowly value
against the euro, prices in Slovenia
are comparable with or cheaper
than those in the U.S. Three dollars
buys a coffee drink at the fanciest
sidewalk café; a main course at a
nice restaurant goes for about $15
or $20. Each day at the Old Town’s
vast outdoor market, a big truck
pulls up loaded with sardines,
squid and other delicacies from the
Adriatic Sea, a 90-minute drive
away. The seafood is grilled on the
spot; you pick it up at the truck and
eat at wooden picnic tables. Two
people can stuff themselves for
$15.

There’s usually a price to pay
for straying too far from Europe’s
attractive old cities. Wander out-
side the scenic center, and you’ll of-
ten find yourself in a neighbor-
hood of ugly high-rises. But Ljubl-
jana is ringed by greenery. A
10-minute walk from my apart-
ment took me to Tivoli Park, where
I could have hiked for the whole
day without crossing a road. The
farther you go from the capital, the
more impressive the scenery be-
comes. Lake Bled, an hour away by
bus or train, is surrounded by snow-
capped mountains. There’s a hilly
wine country dotted with historic
villages on the way to the coast.
And 121 kilometers from Ljubljana
is the coastal town of Piran, a per-
fectly preserved medieval city
whose steep and narrow cobble-
stone streets are a walker’s de-
light.

If it all sounds too good to be
true, it may in fact be just that. “We
don’t want the problems of
Prague,” says Petra Stusek, the
spokeswoman for the Ljubljana
Tourist Board, noting that the
Czech capital has become overrun
with foreign sightseers. Eastern Eu-
rope isn’t yet a “mass destination,”
she says but adds, “The time when
we will have too many people here
is coming close.”
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AIG to expedite approval
of U.S. government deal

FDA further delays decision
on clearing Lilly heart drug

Glaxo takes 3% of Addex
Stake prompts talk
about possible deal
with Swiss company

By Liam Pleven

American International Group
Inc. said it will give the U.S. govern-
ment control of 80% of the com-
pany without seeking shareholder
approval, saying the board’s audit
committee determined that the
“delay” needed to get shareholder
approval “would seriously jeopar-
dize the financial viability” of the
company.

AIG also said in a filing with the
U.S. Securities and Ex-
change Commission that it
is paying about 130 execu-
tives cash awards as part
of a retention program for
the insurer, which re-
ceived the right to borrow
as much as $85 billion
from the government this
month in a deal to avert
possible bankruptcy. AIG
said in the filing that one
executive, Jay Wintrob,
AIG’s executive vice presi-
dent of retirement ser-
vices, would receive a $3 million
award. The awards are payable
60% in December and 40% in De-
cember 2009.

The company’s decision to move
forward without getting share-
holder approval, which the com-
pany said Friday was blessed by the
New York Stock Exchange, deprives
shareholders seeking alternatives
of potential leverage. Some share-
holders have been trying to find a
way to repay the loan before the
government took the stake. As of

Wednesday, AIG had borrowed
$44.57 billion from the Federal Re-
serve, the central bank said.

AIG also said Friday that it had
struck a deal to buy reinsurance—
which is basically insurance for an
insurance company—from a unit of
Berkshire Hathaway Inc.

Also Friday, Maurice R. “Hank”
Greenberg, AIG’s former chief exec-
utive, and a group of affiliated
shareholders disclosed that they
had shrunk their stake just below a

key regulatory threshold.
Mr. Greenberg and affili-
ated shareholders said in a
filing with the SEC that
they now own 9.99% of
AIG’s shares after selling
40 million shares Thurs-
day. Moving under the 10%
level gives Mr. Greenberg
more room to maneuver as
a potential buyer. Under
New York law, sharehold-
ers who control more than
10% of an insurer’s shares
must apply to the New

York state Insurance Department
before making moves seen as exer-
cising control over the company. Be-
low that threshold, “you have more
freedom of action without checking
with us first,” said a spokesman for
the state insurance superintendent.

For example, shareholders be-
low that level could explore trying
to buy the company with outside in-
vestors with less risk of triggering
the requirement.
 —Lavonne Kuykendall

contributed to this article.

Steel demand ebbs amid credit crisis

U.S. auto sales feel credit squeeze

By Hans Schoemaker

ZURICH—Addex Pharmaceuti-
cals SA said GlaxoSmithKline PLC
of the U.K. has built up a 3% stake in
the Switzerland-based biotechnol-
ogy company, a move analysts say
could lead to a licensing deal or
even a takeover.

Addex shares closed at 49.95
Swiss francs ($45.82) in Zurich, up
20 centimes. At current market
prices, Glaxo’s 3% stake is valued at
about 8.8 million francs. The Swiss
company has a market capitaliza-
tion of about 289.7 million francs.
Addex spokesman Chris Maggos
said the company isn’t currently in
active merger talks.

Glaxo spokeswoman Gwenan

White declined to comment on
whether the company’s 3% stake,
held through its venture-capital
fund SR One Ltd., could lead to fur-
ther investments or be used to help
establish a licensing deal. Glaxo’s
venture-capital fund does “a lot of
these investments” in biotech com-
panies that it thinks have solid po-
tential drug candidates in the pipe-
line, Ms. White said.

Geneva-based Addex has been
looking for a partner for its most ad-
vanced drug candidate—ADX10059,
aimed at treating acid reflux as well
as preventing migraine headaches—
before the drug enters late-stage
clinical trials, which could be as
early as 2010. Recent positive data
on the drug were supportive of fur-
ther clinical development, analysts
said.

Glaxo’s increased stake in Addex
shows that the U.K. drug company
considers Addex to be undervalued,
Helvea analyst Olav Zilian said.
Glaxo also could be specifically in-

terested in one of the compounds
Addex is developing and trying to
gain a head-start for a license deal,
Mr. Zilian said, adding that a licens-
ing deal for ADX10059 could run
into the billions of francs.

Maurice ‘Hank’
Greenberg

CORPORATE NEWS

By Robert Guy Matthews

Steelmakers in the U.S. are experi-
encing a sharp pullback from buyers
who are spooked by the credit crisis
and a slowdown in automobile and
construction markets, causing inven-
tories to rise and prices on some key
products to drop 10%.

Although weakening demand and
prices are being partially offset by
falling raw-material costs, particu-
larly of scrap, some steelmakers al-
ready are cautioning that robust
earnings from earlier in the year
won’t be sustained in the year’s sec-
ond half.

“The instability of financial mar-
kets and the general slowdown in the
commercial building sector are
cause for concern in coming quar-
ters,” said George Stoe, chief operat-
ing officer for Worthington Indus-
tries Inc., an Ohio-based steel proces-
sor.

Demand for rebar steel, often
used to build roads, bridges and of-
fice buildings, has fallen dramati-

cally in the U.S. because some
projects are being delayed or put on
hold amid the uncertainty in finan-
cial markets, steelmakers said. Ex-
ports for rebar steel fell in July, after
six straight months of increases, indi-
cating that demand from foreign mar-
kets likely won’t be a substitute for
weak domestic growth.

The Precision Metalforming Asso-
ciation reported in its latest outlook
that more incoming orders from
steel fabricators, which shape and
form steel for items such as appli-
ances, are expected to drop over the
next three months largely because of
the uncertainty in the credit mar-
kets.

Steel service centers, which act as
middlemen between steelmakers
and steel end users, also are report-
ing that their inventories have been
ticking steadily upward over the past
few months. Steel users are limiting
their steel purchases and only buy-
ing what they immediately need, fear-
ing that they will be stuck with high-
priced steel sitting in their factories.

“It is a smart move,” said steel an-
alyst Charles Bradford, of Bradford
Research Inc. He pointed out that
steel prices are falling and likely to
continue to drop as steel service cen-
ters themselves cut purchases and
work through inventories.

Hot-rolled steel, a basic building
block for most all steel products, is
selling for about $1,000 a short ton,
off about $110 from earlier this year.
That is still relatively high, which
should cushion steelmakers’ profits.

Many steelmakers are using the
slowdown to schedule maintenance
outages in hopes that demand will
pick up later in the year. Arcelor-
Mittal, the world’s biggest steel-
maker by production, said that it
aims to reduce output by about 15%
in certain countries this year. Other
steelmakers are likely to follow suit.

Despite the gloomier outlook,
some steelmakers said some mar-
kets that consume steel to make
pipes and tractors, such as the en-
ergy and agriculture sectors, are ex-
pected to stay strong.

By John D. Stoll

An increasing inability of car buy-
ers to find credit is adding to the con-
cerns hanging over a U.S. auto indus-
try blistered by high gasoline prices
and a weak economy.

Auto makers are to report Sep-
tember sales Wednesday, and the
pace of new-vehicle deliveries is ex-
pected to keep tracking at about a
15-year low. Research firm J.D.
Power & Associates estimates light-
vehicle sales to fall to a seasonally
adjusted annual pace of 12.6 million
vehicles, compared with 16.2 mil-
lion last September.

Such an outcome would shatter
any notion that the auto industry
hit bottom during the dismal sum-
mer selling season.

Since the industry hit the rocks
last year, the sluggish demand
largely has been pinned to an unwill-
ingness of buyers to enter the new-
car market when gasoline prices are
escalating, and the economy is
shaky. In recent months, domestic
auto makers have mostly aban-

doned vehicle leasing, and lenders—
many of whom are mired in red ink—
have tightened terms on buyers.

This is leading to hard times for
already-struggling car companies
as “decreased credit availability
[is] constraining sales even at
prime levels of credit quality,” Gold-
man Sachs auto analyst Patrick Ar-

chambault said in a note last week.
John Bergstrom, owner of the

Bergstrom Automotive Group deal-
ership chain in Wisconsin, said the
buyers having the most trouble af-
fording a vehicle right now are the
people who have owned a car for a
few years and are looking for a new
one. Because they have owned their
car for a short period, these people
don’t have any equity and banks
aren’t financing loans that equal
100% of the value of new cars.

“The challenge is affordability,”
Mr. Bergstrom said. “People’s bills
are getting higher. And then they’re
squeezed on gasoline, and they’re
squeezed on milk and so forth.”

Earlier this month, General Mo-
tors Corp., which had nearly 25% of
the market in August, acknowl-
edged that tighter credit conditions
were crimping demand, costing the
auto maker about 10,000 to 11,000
sales last month alone. When
stretched out across the entire in-
dustry, the credit crunch could have
pulled 40,000 vehicle sales from
last month’s total.

The drug makers
Year-to-date share performance

Source: Thomson Reuters Datastream
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By Ron Winslow

The U.S. Food and Drug Adminis-
tration for a second time delayed a
decision on whether to approve a
highly anticipated heart drug, hand-
ing Eli Lilly & Co. another setback in
its quest to bring a potential block-
buster to market.

Lilly and the drug’s co-devel-
oper, Daiichi Sankyo Co. of Japan,
said Friday that the agency’s review
of the drug prasugrel is “very far
along” and that they “remain opti-
mistic” about the drug’s prospects.
But Jennifer Stotka, Lilly’s vice pres-
ident for global regulatory affairs,
said in a news release the compa-
nies “will not speculate on the tim-
ing or what the outcome will be” of
the agency’s prasugrel review. “This
is a very large, complex submission,
and it should not be surprising that
delays occur,” she said.

The FDA said it couldn’t com-
ment on the status of the applica-
tion. A Lilly spokeswoman said she
couldn’t comment beyond the com-
pany’s release.

Friday’s decision, which the com-
panies announced after the markets
closed, drove Lilly shares down
$1.87, or 4%, to $44.95 in after-
hours trading. Some industry ana-
lysts, though, said they don’t think
the application is in trouble. “No
news is no news,” said Catherine Ar-
nold of investment bank Credit
Suisse Group.

Cardiologists and investors alike
are awaiting a final decision with high
anticipation. If approved, prasugrel
will compete against Plavix, a blood

thinner co-marketed by Bristol-My-
ers Squibb Co. and Sanofi-Aventis SA
that last year had global sales of $8.5
billion. Lilly needs a big new drug to
compensate for the expected loss of
revenue when its top-selling drug,
Zyprexa, which treats schizophrenia,
loses patent protection in 2011.

In a major clinical trial that pro-
vided the basis for Lilly’s and Daii-
chi Sankyo’s application for ap-
proval, prasugrel proved superior
to Plavix in preventing life-threaten-
ing blood clots in heart patients—in-
cluding clots that form in tiny de-
vices called stents that are im-
planted to prop open diseased coro-
nary arteries. But prasugrel also
was associated with a heightened
risk of dangerous bleeding, espe-
cially in elderly and frail patients,
compared with Plavix.

Doctors say weighing the risks
and benefits for individual patients
will be challenging, assuming the
drug reaches the market.

“It’s a fine line that we wrestle
with between excess bleeding and
the risk of a blood clot,” said Chet
Rihal, director of the cardiac-cathe-
terization lab at the Mayo Clinic in
Rochester, Minn.

A decision was initially due in
June, but the FDA said then that
new analyses filed by the companies
required additional time to review.
In other decisions made in recent
months, the FDA appears to be giv-
ing safety concerns intense consid-
eration. The agency also has said
turnover among experts who re-
view drug applications has under-
mined its ability to meet deadlines.
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Dow Jones and Dow Jones Stoxx Indexes
Price-to- Price-to-

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

2.82% 12 World -a % % 234.57 –0.96% –24.1% 4.43% 16 U.S. Select Dividend -b % % 779.98 0.84% –13.7%

2.83% 12 Stoxx Global 1800 211.20 –0.46% –25.6% 230.45 –0.88% –23.6% 4.05% 15 Infrastructure 1486.40 –0.34% –20.2% 2069.84 –0.76% –18.0%

3.43% 11 Stoxx 600 265.90 –1.88% –29.6% 290.09 –2.29% –27.7% 1.95% 11 Luxury 807.50 –1.69% –32.6% 999.92 –2.11% –30.8%

3.52% 11 Stoxx Large 200 287.60 –1.80% –29.2% 312.00 –2.22% –27.3% 1.63% 10 BRIC 50 356.90 –1.25% –29.7% 496.30 –1.80% –27.9%

2.87% 13 Stoxx Mid 200 233.80 –2.41% –30.9% 253.63 –2.82% –29.1% 8.89% 5 Africa 50 837.60 –0.62% –20.1% 776.51 –1.04% –18.0%

3.17% 11 Stoxx Small 200 147.40 –1.84% –32.7% 159.90 –2.25% –30.9% 6.80% 9 GCC 40 817.90 0.50% –11.8% 758.23 0.08% –9.4%

3.41% 10 Euro Stoxx 294.80 –1.79% –29.8% 321.59 –2.21% –27.9% 3.43% 10 Sustainability 866.80 –0.94% –26.8% 1068.93 –1.36% –24.8%

3.51% 10 Euro Stoxx Large 200 317.00 –1.71% –29.9% 343.68 –2.13% –28.0% 2.29% 12 Islamic Market -a % % 1943.65 –1.18% –20.1%

2.88% 13 Euro Stoxx Mid 200 264.00 –2.45% –28.7% 286.09 –2.86% –26.8% 2.59% 12 Islamic Market 100 1708.40 –0.04% –21.2% 2135.49 –0.47% –19.1%

3.02% 12 Euro Stoxx Small 200 162.20 –1.63% –30.3% 175.68 –2.05% –28.4% 6.04% 7 Islamic Turkey -c 2361.70 –0.17% –21.7% % %

7.99% 7 Stoxx Select Dividend 30 1720.80 –2.47% –45.4% 2150.98 –2.88% –43.9% 2.22% 13 Wilshire 5000 % % 12347.03 0.07% –19.6%

5.40% 7 Euro Stoxx Select Div 30 2021.50 –2.28% –39.2% 2536.69 –2.69% –37.6% % DJ-AIG Commodity 166.70 –0.99% –3.4% 176.79 –1.40% –0.8%

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note: All data as of 5 p.m. ET. Source: Dow Jones Indexes

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

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

Australia 1.2062 2.2219 1.1079 0.1818 0.0481 0.2128 0.0114 0.3525 1.7606 0.2359 1.1646 ...

 Canada 1.0357 1.9078 0.9513 0.1561 0.0413 0.1827 0.0098 0.3027 1.5118 0.2026 ... 0.8586

 Denmark 5.1121 9.4167 4.6954 0.7707 0.2040 0.9019 0.0482 1.4942 7.4619 ... 4.9359 4.2382

 Euro 0.6851 1.2620 0.6292 0.1033 0.0273 0.1209 0.0065 0.2002 ... 0.1340 0.6615 0.5680

 Israel 3.4214 6.3024 3.1425 0.5158 0.1365 0.6036 0.0323 ... 4.9940 0.6693 3.3035 2.8365

 Japan 106.0450 195.3402 97.4007 15.9864 4.2321 18.7091 ... 30.9946 154.7886 20.7439 102.3897 87.9166

 Norway 5.6681 10.4409 5.2061 0.8545 0.2262 ... 0.0534 1.6567 8.2734 1.1088 5.4727 4.6991

 Russia 25.0571 46.1564 23.0146 3.7774 ... 4.4207 0.2363 7.3236 36.5746 4.9015 24.1934 20.7736

 Sweden 6.6335 12.2191 6.0927 ... 0.2647 1.1703 0.0626 1.9388 9.6825 1.2976 6.4048 5.4995

 Switzerland 1.0888 2.0055 ... 0.1641 0.0435 0.1921 0.0103 0.3182 1.5892 0.2130 1.0512 0.9026

 U.K. 0.5429 ... 0.4986 0.0818 0.0217 0.0958 0.0051 0.1587 0.7924 0.1062 0.5242 0.4501

 U.S. ... 1.8420 0.9185 0.1508 0.0399 0.1764 0.0094 0.2923 1.4597 0.1956 0.9655 0.8290

Source: Thomson Reuters via WSJ Market Data Group

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

WSJ.com

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

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

Corn (cents/bu.) CBOT 543.00 –15.25 –2.73% 799.25 258.50
Soybeans (cents/bu.) CBOT 1164.00 –19.00 –1.61 1,636.75 622.00
Wheat (cents/bu.) CBOT 716.00 –20.25 –2.75 1,284.25 430.00
Live cattle (cents/lb.) CME 102.800 0.175 0.17% 115.325 96.900
Cocoa ($/ton) ICE-US 2,743 3 0.11 3,273 1,845
Coffee (cents/lb.) ICE-US 134.15 –3.45 –2.51 178.90 123.40
Sugar (cents/lb.) ICE-US 14.48 –0.07 –0.48 15.85 9.89
Cotton (cents/lb.) ICE-US 60.38 –1.28 –2.08 98.45 59.20
Crude palm oil (ringgit/ton) MDEX 2,313.00 33 1.45 3,665 2,020
Cocoa (pounds/ton) LIFFE 1,531 1 0.07 1,706 979
Robusta coffee ($/ton) LIFFE 2,137 –42 –1.93 2,747 1,711

Copper (cents/lb.) COMEX 307.45 –6.00 –1.91 404.50 220.00
Gold ($/troy oz.) COMEX 888.50 6.50 0.74 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1350.30 22.80 1.72 2,155.00 601.00
Aluminum ($/ton) LME 2,514.50 29.50 1.19 3,340.00 2,390.00
Tin ($/ton) LME 17,900.00 550.00 3.17 25,450 14,545
Copper ($/ton) LME 6,884.50 19.50 0.28 8,811.00 6,335.00
Lead ($/ton) LME 1,985.00 30.00 1.53 3,875.00 1,564.00
Zinc ($/ton) LME 1,810.00 26.50 1.49 3,169.50 1,638.00
Nickel ($/ton) LME 17,190 290 1.72 34,050 16,750

Crude oil ($/bbl.) NYMEX 106.89 –1.13 –1.05 148.47 57.75
Heating oil ($/gal.) NYMEX 3.0174 –0.0309 –1.01 4.2500 1.9895
RBOB gasoline ($/gal.) NYMEX 2.6151 –0.0324 –1.22 3.5475 1.9605
Natural gas ($/mmBtu) NYMEX 7.628 –0.303 –3.82 13.998 4.750
Brent crude ($/bbl.) ICE-EU 104.59 –0.96 –0.91 150.12 54.51
Gas oil ($/ton) ICE-EU 959.25 –3.50 –0.36 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 600 265.92 –5.09 –1.88% –27.1% –29.6%

 11 DJ Stoxx 50 2722.07 –39.68 –1.44 –26.1% –28.7%

 10 Euro Zone DJ Euro Stoxx 294.80 –5.38 –1.79 –28.9% –29.8%

 10 DJ Euro Stoxx 50 3156.46 –50.65 –1.58 –28.3% –28.0%

 9 Austria ATX 2998.08 –106.53 –3.43 –33.6% –33.8%

 9 Belgium Bel-20 2814.11 –92.13 –3.17 –31.8% –34.9%

 12 Czech Republic PX 1274.0 –26.6 –2.05 –29.8% –29.9%

 13 Denmark OMX Copenhagen 352.00 –9.61 –2.66 –21.6% –25.9%

 10 Finland OMX Helsinki 7252.19 –176.48 –2.38 –37.5% –41.0%

 10 France CAC-40 4163.38 –63.43 –1.50 –25.8% –27.2%

 12 Germany DAX 6063.50 –109.53 –1.77 –24.8% –22.9%

 … Hungary BUX 19403.48 273.75 1.43% –26.0% –31.7%

 3 Ireland ISEQ 3784.77 –41.41 –1.08 –45.4% –52.0%

 8 Italy S&P/MIB 27154 –419 –1.52 –29.6% –31.9%

 6 Netherlands AEX 354.58 –14.77 –4.00 –31.3% –34.5%

 8 Norway All-Shares 387.77 –19.64 –4.82 –32.0% –32.6%

 17 Poland WIG 38460.54 60.39 0.16 –30.9% –36.3%

 11 Portugal PSI 20 8190.10 –45.67 –0.55 –37.1% –31.9%

 … Russia RTSI 1285.47 –19.52 –1.50% –43.9% –38.0%

 10 Spain IBEX 35 11387.9 –50.7 –0.44 –25.0% –21.9%

 15 Sweden OMX Stockholm 260.28 –4.66 –1.76 –26.0% –33.6%

 13 Switzerland SMI 6815.52 –129.97 –1.87 –19.7% –23.7%

 … Turkey ISE National 100 36556.61 194.77 0.54% –34.2% –32.4%

 10 U.K. FTSE 100 5088.47 –108.55 –2.09 –21.2% –21.3%

 12 ASIA-PACIFIC DJ Asia-Pacific 117.35 –0.96 –0.81 –25.8% –29.0%

 … Australia SPX/ASX 200 4904.8 –22.6 –0.46 –22.6% –25.3%

 … China CBN 600 17780.97 137.87 0.78 –57.1% –58.6%

 12 Hong Kong Hang Seng 18682.09 –252.34 –1.33 –32.8% –31.2%

 15 India Sensex 13102.18 –445.00 –3.28 –35.4% –24.2%

 … Japan Nikkei Stock Average 11893.16 –113.37 –0.94 –22.3% –29.1%

 … Singapore Straits Times 2411.46 –32.78 –1.34 –30.4% –33.8%

 11 South Korea Kospi 1476.33 –25.30 –1.68 –22.2% –24.2%

 13 AMERICAS DJ Americas 312.59 –0.89 –0.28 –17.1% –19.6%

 … Brazil Bovespa 50782.99 –1045.47 –2.02 –20.5% –16.0%

 13 Mexico IPC 25593.77 –51.73 –0.20 –13.3% –15.5%

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

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of Sep. 25, 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* 314.38 1.32%–22.0% –19.7%

2.90% 14 World (Developed Markets) 1,261.19 1.38%–20.6% –19.2%

2.60% 15 World ex-EMU 146.37 1.21%–19.1% –18.7%

2.70% 14 World ex-UK 1,253.37 1.34%–20.0% –18.5%

3.70% 11 EAFE 1,701.36 0.92%–24.5% –22.2%

2.70% 12 Emerging Markets (EM) 838.29 0.84%–32.7% –22.9%

4.20% 10 EUROPE 94.65 2.03%–25.7% –27.9%

4.30% 10 EMU 202.75 2.26%–27.5% –22.0%

4.00% 11 Europe ex-UK 103.57 2.19%–25.7% –26.6%

5.70% 8 Europe Value 108.33 2.63%–28.5% –32.5%

2.70% 14 Europe Growth 80.46 1.44%–23.0% –23.2%

3.30% 12 Europe Small Cap 154.52 0.09%–28.2% –36.6%

2.40% 9 EM Europe 300.97 1.04%–37.4% –28.5%

4.50% 10 UK 1,542.68 2.00%–19.7% –18.3%

3.60% 12 Nordic Countries 145.52 1.42%–29.4% –32.3%

1.60% 8 Russia 868.54 –0.16%–42.2% –27.3%

3.30% 14 South Africa 625.90 0.85%–12.2% –10.5%

3.50% 13 AC ASIA PACIFIC EX-JAPAN 349.86 –0.84%–34.0% –26.2%

1.90% 15 Japan 726.58 –1.31%–22.7% –28.8%

2.30% 15 China 48.63 –0.18%–43.0% –34.6%

1.10% 17 India 537.14 –1.02%–37.2% –12.9%

2.20% 10 Korea 415.62 0.38%–19.6% –17.8%

5.30% 12 Taiwan 237.10 –1.10%–29.0% –31.7%

2.10% 18 US BROAD MARKET 1,330.84 1.78%–16.6% –16.9%

1.50% 35 US Small Cap 1,782.67 1.04%–10.2% –13.3%

2.50% 12 EM LATIN AMERICA 3,450.21 3.77%–21.6% –6.3%

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

Currencies London close on Sept. 26
Per In

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

Argentina peso-a 4.5490 0.2198 3.1165 0.3209

Brazil real 2.6947 0.3711 1.8461 0.5417
Canada dollar 1.5118 0.6615 1.0357 0.9655

1-mo. forward 1.5109 0.6618 1.0351 0.9661
3-mos. forward 1.5102 0.6622 1.0346 0.9666
6-mos. forward 1.5111 0.6618 1.0353 0.9660

Chile peso 786.68 0.001271 538.95 0.001855
Colombia peso 3048.55 0.0003280 2088.55 0.0004788
Ecuador US dollar-f 1.4597 0.6851 1 1
Mexico peso-a 15.7190 0.0636 10.7690 0.0929
Peru sol 4.3279 0.2311 2.9650 0.3373
Uruguay peso-e 30.726 0.0325 21.050 0.0475
U.S. dollar 1.4597 0.6851 1 1
Venezuela bolivar 3134.31 0.000319 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.7606 0.5680 1.2062 0.8291
China yuan 9.9884 0.1001 6.8430 0.1461
Hong Kong dollar 11.3432 0.0882 7.7712 0.1287
India rupee 67.896 0.0147 46.515 0.0215
Indonesia rupiah 13699 0.0000730 9385 0.0001066
Japan yen 154.79 0.006460 106.05 0.009430

1-mo. forward 154.31 0.006480 105.72 0.009459
3-mos. forward 153.40 0.006519 105.09 0.009515
6-mos. forward 152.22 0.006570 104.28 0.009589

Malaysia ringgit-c 5.0154 0.1994 3.4360 0.2910
New Zealand dollar 2.1306 0.4694 1.4596 0.6851
Pakistan rupee 113.926 0.0088 78.050 0.0128
Philippines peso 68.151 0.0147 46.690 0.0214
Singapore dollar 2.0814 0.4804 1.4260 0.7013
South Korea won 1694.80 0.0005900 1161.10 0.0008613
Taiwan dollar 46.782 0.02138 32.050 0.03120
Thailand baht 49.475 0.02021 33.895 0.02950

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

Euro zone euro 1 1 0.6851 1.4597
1-mo. forward 0.9993 1.0007 0.6846 1.4606
3-mos. forward 0.9996 1.0004 0.6848 1.4603
6-mos. forward 1.0019 0.9981 0.6864 1.4569

Czech Rep. koruna-b 24.355 0.0411 16.686 0.0599
Denmark krone 7.4619 0.1340 5.1121 0.1956
Hungary forint 240.19 0.004163 164.56 0.006077
Malta lira 0.4276 2.3387 0.2929 3.4137
Norway krone 8.2734 0.1209 5.6681 0.1764
Poland zloty 3.3577 0.2978 2.3004 0.4347
Russia ruble-d 36.575 0.02734 25.057 0.03991
Slovak Rep. koruna 30.2819 0.03302 20.7460 0.04820
Sweden krona 9.6825 0.1033 6.6335 0.1508
Switzerland franc 1.5892 0.6292 1.0888 0.9185

1-mo. forward 1.5863 0.6304 1.0868 0.9202
3-mos. forward 1.5817 0.6322 1.0836 0.9228
6-mos. forward 1.5786 0.6335 1.0815 0.9247

Turkey lira 1.8035 0.5545 1.2356 0.8093
U.K. pound 0.7924 1.2620 0.5429 1.8421

1-mo. forward 0.7930 1.2610 0.5433 1.8406
3-mos. forward 0.7947 1.2584 0.5444 1.8368
6-mos. forward 0.7985 1.2523 0.5471 1.8279

MIDDLE EAST/AFRICA
Bahrain dinar 0.5504 1.8170 0.3771 2.6522
Egypt pound-a 7.9580 0.1257 5.4520 0.1834
Israel shekel 4.9940 0.2002 3.4214 0.2923
Jordan dinar 1.0340 0.9671 0.7084 1.4116
Kuwait dinar 0.3905 2.5608 0.2675 3.7379
Lebanon pound 2192.39 0.0004561 1502.00 0.0006658
Saudi Arabia riyal 5.4803 0.1825 3.7545 0.2663
South Africa rand 11.8294 0.0845 8.1043 0.1234
United Arab dirham 5.3617 0.1865 3.6733 0.2722
SDR -f 0.9293 1.0761 0.6366 1.5708

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

GLOBAL MARKETS LINEUP

Follow the markets throughout the day, with updated stock quotes, news and commentary at
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By Susan Murdoch

MELBOURNE—Australia’s Fos-
ter’s Group Ltd. said acting Chief Ex-
ecutive Ian Johnston will take up the
role permanently as Deutsche Bank
AG disclosed it had built up a 5.3%
stake in the country’s biggest brewer,
prompting hopes of a takeover.

Mr. Johnston, a director of Fos-
ter’s, stepped into the role in July fol-
lowing the exit of Trevor O’Hoy after
a profit warning that forced a review
of the group’s wine operations.

The timing of the announcements
sparked speculation Foster’s could
be preparing for a takeover battle.
However, a person familiar with the
situation said Mr. Johnston’s appoint-
ment was in the works prior to Deut-
sche Bank’s disclosure and a short
list of internal and external candi-
dates had been made.

But with rumors Deutsche Bank
had been accumulating shares for
some weeks, it was a likely factor in
Chairman David Crawford’s decision.
Foster’s had previously said an ap-
pointment would be made before the
end of 2008. However, finding a chief
executive while simultaneously con-
ducting the wine group review was
expected to create a quandary.

Deutsche Bank’s disclosure was
made to the Australian Stock Ex-
change after the close of trade Thurs-
day. Most of the stock was acquired

in relation to lending arrangements
and stock borrowing for clients. Un-
der exchange rules, shareholders
must disclose stakes once they ex-
ceed 5%. Foster’s shares rose 5.8% Fri-
day to 5.66 Australian dollars
(US$4.73).

Foster’s beer assets are likely to
attract the attention of global brew-
ers including SABMiller PLC, which
already has a local brewing joint ven-
ture with Coca-Cola Amatil Ltd., and
Heineken Holding NV, but analysts
have said its wine business offers
less appeal.

After hitting a four-year low in
mid-July, shares in Foster’s have
gained more than 30%.

“It’s a classic candidate for a stra-

tegic breakup of its beer and wine
operations and that’s been specu-
lated for some time,” said Angus
Gluskie, a portfolio manager at
White Funds Management in Syd-
ney. “Deutsche’s reasons may be
long term; they—or whoever
they’re acting for—may have no im-
mediate intent to do anything.”

Mr. Johnston, 61 years old, had
been on the Foster’s board for less
than a year, but had previously held
executive positions in food and bever-
age companies. A spokesman for Fos-
ter’s declined to comment on Deut-
sche Bank’s move. Deutsche Bank
wasn’t available to comment.
 —David Rogers in Sydney

contributed to this article.

Foster’s appoints chief
Acting CEO gets job;
Deutsche Bank takes
5.3% stake in brewer

Nokia to roll out touch-screen phone

GLOBAL BUSINESS BRIEFS

EU presses U.S. over ‘open skies’

—Compiled from staff
and wire service reports.

Deutsche Bank disclosed it had built up a 5.3% stake in Foster’s Group Ltd.,
Australia’s biggest brewer, prompting hopes of a takeover.

CORPORATE NEWS

Hyundai Motor Co.

Hyundai Motor Co., South Ko-
rea’s largest auto maker by revenue,
Friday said its unionized workers
have accepted the company’s re-
vised salary offers, sealing this
year’s wage deal. Hyundai wel-
comed the deal, which came after
five months of negotiations with its
union. Workers had been intermit-
tently striking since July. Strikes
held from July until Sept. 12 cost
Hyundai 690.5 billion won ($596.1
million), Hyundai said. Hyundai will
make a cash payment of four million
won and give a 5.6% basic pay in-
crease and three months of salary in
performance-based pay to each
worker. Work shifts will also be
shortened.

Qantas Airways Ltd.

Qantas Airways Ltd. poached a se-
nior executive from the U.K.’s Virgin
Atlantic Airways as it announced a
shuffle of its senior management
structure ahead of Alan Joyce’s ap-
pointment as chief executive officer
in November. Qantas said that Lyell
Strambi, the current chief operating
officer of Virgin Atlantic, will join the
airline in a newly created role of exec-
utive general manager of operations
from Dec. 1. The airline said Mr.
Strambi will be responsible for the
airline’s engineering, pilots, airports,
catering and flight-training divi-
sions. The airline also promoted
Bruce Buchanan, the current man-
ager of commercial operations for
Jetstar, to succeed Mr. Joyce as CEO
of its discount carrier arm effective
Oct. 1. The changes are being made
ahead of Mr. Joyce succeeding Geoff
Dixon on Nov. 28. Qantas said John
Borghetti will remain an executive
general manager at the airline.

Alitalia SpA

Fifth union approves rescue;
4 others aren’t yet on board

Alitalia SpA’s Anpav union, repre-
senting mainly flight attendants, Fri-
day became the fifth union to sign
on to a government-brokered plan
to rescue the airline through a sale
to a consortium of investors. But
four other unions, which represent
pilots and flight crew, still hadn’t
come on board. Italy’s largest union,
CGIL, Thursday dropped its objec-
tions to the rescue plan, prompting
an investor group led by business-
man Roberto Colaninno to revive its
Œ1 billion ($1.46 billion) offer for the
carrier. Transport Minister Altero
Matteoli said Friday that, although
the accord would be weaker without
the approval of all the unions, it was
still poised to go ahead.

Arcandor AG

Shares in German retail and tour-
ism company Arcandor AG fell to a
record low Friday amid unease about
a new refinancing deal and worries
the company may have to sell assets
at low prices. The company earlier in
the week confused investors with con-
flicting statements about whether it
plans to sell assets. Arcandor shares
fell 24% to Œ1.91 ($2.79). The stock
has shed more than 92% of its value
over the past 12 months. Its retail op-
erations have been hurt in recent
years by overall weak German retail
sales. The company’s conflicting com-
munication to investors and falling
share price is likely to increase scru-
tiny of Chief Executive Thomas Mid-
delhoff. The former CEO of Bertels-
mann AG joined Arcandor, then called
KarstadtQuelle, in 2005 and prom-
ised to turn the company around.

Deutsche Bahn AG

German national rail operator
Deutsche Bahn AG said it is going
ahead with an initial public offering
despite the turmoil in global financial
markets. It set Oct. 27 as the first day
of trading of shares in its DB Mobility
Logistics unit. The company plans to
list 24.9% of the passenger trans-
port, logistics and service unit in
what the market expects to be the big-
gest IPO in Germany this year. Deut-
sche Bahn’s chief executive, Hartmut
Mehdorn, dismissed critics who said
the IPO’s timing was unrealistic given
the market shakiness. “Despite the
tough situation on the international
financial markets, we are heading
with confidence into the hot phase of
the initial public offering,” he said.
“We have had a welcome number of
positive responses to initial talks
with potential investors,” he said.
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By Roger Cheng

Nokia Corp. is expected to unveil
a high-profile touch-screen phone,
known by gadget aficionados as the
“Tube,” on Thursday, according to
industry analysts.

In introducing the device, the
world’s largest handset maker by
shipments takes a stab at Apple Inc.’s
iPhone, which set off a wave of copy-
cat devices that attempted to emu-
late its sleek user interface. Nokia is

the last of the major handset makers
to put out a touch-screen cellphone.

“Nokia is under enormous pres-
sure to deliver something that’s
good,” said Carolina Milanesi, an ana-
lyst at Gartner Inc. “People have been
waiting for this for over a year now.”

The device, which will be called
the Nokia 5800, emphasizes music
first and is more of a multimedia
player than a full-blown smart
phone. Key to the device will be
Nokia’s Comes With Music soft-

ware, which takes on Apple’s iTunes
store. A Nokia spokeswoman de-
clined to comment.

With the Tube, Nokia will be en-
tering a crowded field. Samsung
Electronics Co. and LG Electronics
Inc. have tried their hand with multi-
ple touch-screen devices.

Motorola Inc. has its Ming prod-
uct in China. Sony Ericsson plans to
launch its Xperia X1, and Research
In Motion Ltd. is working on a touch-
screen BlackBerry.

By Josh Mitchell

WASHINGTON—The European
Union pressed the U.S. to ease re-
strictions on foreign ownership of
U.S. airlines in the latest round of de-
regulation talks. But the meeting
produced few substantive propos-
als, in part due to uncertainty over
who will be the next U.S. president.

Negotiators from both sides met
in Washington for three days this
week to discuss additions to the
trans-Atlantic “open skies” treaty
that went into effect in March. Un-
der the treaty, European carriers
can operate flights to the U.S. from
any city in the EU, and vice versa.

Briefing reporters in Washing-
ton on Friday, the EU’s chief negotia-
tor, Daniel Calleja, said the agree-
ment has already led to additional
trans-Atlantic flights and more op-
tions for travelers.

But he said further deregulation
is needed to stabilize the struggling
airline industry. His team is pushing

for the U.S. to remove rules that
limit foreign investment in U.S. air-
lines to 25%. Removing barriers to
foreign ownership would lead to in-
dustry consolidation and a “restruc-
turing” of airlines in the U.S. and Eu-
rope, a process he called necessary
to help ailing airlines.

Mr. Calleja, director of the Air
Transport Directorate of the Euro-
pean Commission, characterized
the latest round of talks as “collabo-
rative,” but said they were marked
by presentations from each side
rather than negotiations.

Paul Gretch, director of the U.S.
Department of Transportation’s Of-
fice of International Travel, said the
issues discussed were “difficult”
and can’t be resolved without nego-
tiators knowing the policies of the
next president and Congress.

The administration of President
George W. Bush, he said, has gener-
ally favored easing restrictions on
foreign ownership of airlines, but
the current Congress has not. “It’s

unlikely the really hard, brass tacks
negotiations can take place until af-
ter our election,” Mr. Gretch said.

He added that an EU initiative to
permit European airlines to fly be-
tween cities within the U.S. is unreal-
istic because it would require a
change in international laws.

Security measures are also part
of the discussions. Mr. Calleja said
the EU will aim for “one-stop” secu-
rity checks by creating a uniform set
of rules to prevent multiple checks
of bags in different countries.

He said tightening credit mar-
kets, high oil prices and other eco-
nomic pressures make the need for
further deregulation urgent. “I
think it would be important to have
an early conclusion of these negotia-
tions,” he said.

The two sides will likely resume
talks in the spring. The EU has said
if no agreement is reached before
November 2010, the EU could sus-
pend some rights given to U.S. air-
lines under the open-skies pact.

InBev SA

InBev SA shareholders are sched-
uled to vote Monday on the compa-
ny’s takeover of U.S. beer giant An-
heuser-Busch Cos., a deal that would
create the world’s largest brewer. In-
Bev, which is based in Leuven, Bel-
gium, is also asking shareholders to
back a capital increase and the issu-
ance of new shares to raise $10 bil-
lion to pay for part of the acquisi-
tion, which is valued at $52 billion.
The deal, reached in July, would bring
together the makers of Budweiser,
Michelob,BudLight,StellaArtoisand
Beck’s. The new company’s name will
be Anheuser-Busch InBev. The trans-
action must be approved by InBev’s
shareholders.

KB Home

KB Home reported a sixth-
straight quarterly net loss Friday
amid weak demand for new houses.
Orders fell 66% to 1,329 units in the
home builder’s fiscal third quarter.
The company attributed the de-
cline to the overall weak market
and its own efforts to restrain de-
velopment and hold the line on
prices. For the three months ended
Aug. 31, the Los Angeles home
builder posted a net loss of $144.7
million, or $1.87 a share. The com-
pany had a net loss of $35.6 million,
or 46 cents a share, a year earlier,
when it booked a substantial gain
on its sale of French assets. Reve-
nue for the latest period dropped
56% to $681.6 million.

Nomura Holdings Inc.

Nomura Holdings Inc. paid a
nominal sum of $2 for the rump of
Lehman Brothers Holdings Inc. in
Europe and the Middle East, a per-
son familiar with the situation
said Friday. Earlier last week, No-
mura said it had acquired Leh-
man’s equities and investment
banking franchises in Europe,
which employ about 2,500, for a
nominal sum that it didn’t dis-
close. Separately, Nomura bought
the Wall Street firm’s operations
in the Asian-Pacific region, with
its 3,000-strong staff, for $225 mil-
lion. A Nomura spokesman de-
clined to comment further on the
price it paid for the assets. The
low prices reflect an effort by Leh-
man to save jobs.
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 22.90 $30.00 –0.07 –0.23%
Alcoa AA 21.10 23.54 –1.38 –5.54%
AmExpress AXP 14.80 39.50 1.67 4.41%
BankAm BAC 66.60 36.70 2.33 6.78%
Boeing BA 5.50 58.32 0.90 1.57%
Caterpillar CAT 8.00 64.13 2.17 3.50%
Chevron CVX 11.00 86.95 –0.52 –0.59%
Citigroup C 105.50 20.15 0.74 3.81%
CocaCola KO 10.80 52.48 1.02 1.98%
Disney DIS 9.10 32.75 0.28 0.86%
DuPont DD 8.10 41.99 –0.62 –1.46%
ExxonMobil XOM 25.40 80.65 –0.02 –0.02%
GenElec GE 44.30 25.25 –0.43 –1.67%
GenMotor GM 20.60 9.76 –0.27 –2.69%
HewlettPk HPQ 18.60 47.81 0.11 0.23%
HomeDpt HD 15.20 26.46 0.66 2.56%
Intel INTC 64.00 19.20 0.63 3.39%
IBM IBM 4.20 119.42 –0.69 –0.57%
JPMorgChas JPM 116.00 48.24 4.78 11.00%
JohnsJohns JNJ 12.10 69.40 0.04 0.06%
KftFoods KFT 7.40 32.93 –0.08 –0.24%
McDonalds MCD 7.90 63.20 0.93 1.49%
Merck MRK 9.80 32.12 –0.25 –0.77%
Microsoft MSFT 95.60 27.40 0.79 2.97%
Pfizer PFE 35.20 18.66 0.02 0.11%
ProctGamb PG 12.50 68.84 0.33 0.48%
3M MMM 4.00 69.45 –0.28 –0.40%
UnitedTech UTX 5.60 60.86 1.69 2.86%
Verizon VZ 11.40 32.18 0.13 0.41%
WalMart WMT 19.30 60.71 0.59 0.98%

Dow Jones Industrial AverageP/E: nil
LAST: 11143.13 s 121.07, or 1.10%

YEAR TO DATE: t 2,121.69, or 16.0%

OVER 52 WEEKS t 2,752.50, or 19.8%

 Note: Price-to-earnings ratios are for trailing 12 months
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Behind Europe’s deals: Bank revenue rankings, Global (ex US)
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

JPMorgan $1,499 5.6% 29% 14% 49% 7%

UBS 1,428 5.4% 26% 21% 51% 2%

Deutsche Bank 1,351 5.1% 20% 23% 50% 7%

Citi 1,313 4.9% 20% 23% 49% 8%

Goldman Sachs 1,248 4.7% 33% 11% 54% 3%

Credit Suisse 1,243 4.7% 29% 22% 43% 7%

Morgan Stanley 1,239 4.7% 36% 13% 49% 3%

Merrill Lynch 1,220 4.6% 30% 16% 53% 1%

RBS 976 3.7% 14% 32% 13% 41%

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

ITV Plc 244 –27 –64 –80 Hammerson 402 13 2 77

Carlton Comms 215 –22 –50 –57 Bank of Scotland 265 13 –47 60

Nielsen 650 –22 –53 22 Dexia Cr Loc 425 15 –6 216

Rentokil Initial 1927 160 –18 –28 1 SNS Bk NV 241 15 38 107

Alliance Boots Hldgs 647 –15 –62 –16 Glencore Intl 366 24 18 182

EMI Group 827 –13 –52 –21 Kaupthing banki 1292 39 193 516

Seat Pagine Gialle 1255 –13 –102 297 Fortis Bk  296 62 93 176

Thomson 583 –13 –19 –4 Landsbanki Is  1083 72 183 586

Norske Skogindustrier 959 –13 –78 –88 Ineos Gp Hldgs 1681 238 213 416

Clariant 195 –11 –37 –64 Bradford & Bingley 1339 339 782 940

Source: Markit Group

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

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

BNP Paribas S.A. France Banks $90.9 68.26 1.57% –11.1% 8.8%

British Amer Tob U.K. Tobacco 69.6 18.66 0.81 6.5 56.7

Banco Bilbao Viz Spain Banks 64.7 11.82 0.42 –28.1 –19.0

France Telecom France Fixed Line Telecom 77.2 20.22 0.37 –13.9 –15.3

Intesa Sanpaolo Italy Banks 69.2 4.00 0.25 –26.1 3.2

ING Groep Netherlands Life Insurance $53.3 17.54 –6.98% –43.7 –29.2

Credit Suisse Grp Switzerland Banks 54.5 52.30 –6.61 –32.3 –8.3

Rio Tinto U.K. General Mining 72.6 37.05 –5.96 –12.4 59.8

Royal Bk of Scot U.K. Banks 63.4 2.08 –5.67 –52.7 –53.7

BHP Billiton U.K. General Mining 56.3 13.69 –4.93 –21.8 49.5

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

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

Assicurazioni Gen 48.7 23.63 0.13% –23.4% –0.9%
Italy (Full Line Insurance)
Banco Santander 99.8 10.92 0.09 –19.9 –0.1
Spain (Banks)
GlaxoSmithKline 128.5 12.20 0.04 –5.9 –15.4
U.K. (Pharmaceuticals)
GDF Suez 117.8 36.79 –0.05 1.0 32.2
France (Multiutilities)
Telefonica S.A. 118.0 17.17 –0.12 –12.5 28.8
Spain (Fixed Line Telecom)
HSBC Hldgs 194.8 8.79 –0.23 –2.8 –4.1
U.K. (Banks)
Sanofi-Aventis S.A. 89.7 46.72 –0.28 –21.3 –32.1
France (Pharmaceuticals)
UBS 56.6 21.00 –0.47 –62.3 –56.9
Switzerland (Banks)
Tesco 53.7 3.71 –0.56 –15.6 19.8
U.K. (Food Retailers & Wholesalers)
E.ON 103.3 35.34 –0.59 –18.2 43.5
Germany (Multiutilities)
SAP 71.3 39.14 –0.66 –4.7 8.9
Germany (Software)
Astrazeneca 67.4 25.17 –0.67 2.8 –4.5
U.K. (Pharmaceuticals)
Nestle S.A. 166.6 47.32 –0.80 –9.5 24.9
Switzerland (Food Products)
BASF 48.3 34.97 –0.91 –27.9 11.9
Germany (Commodity Chemicals)
Allianz SE 68.3 103.34 –0.92 –36.9 –8.0
Germany (Full Line Insurance)
Barclays 55.0 3.67 –0.95 –36.8 –34.3
U.K. (Banks)
Iberdrola S.A. 54.4 7.46 –1.06 –27.6 28.3
Spain (Conventional Electricity)
Soc. Generale 56.1 65.04 –1.23 –40.9 –26.3
France (Banks)
Roche Hldg Part. Cert. 113.7 176.00 –1.35 –16.6 –2.1
Switzerland (Pharmaceuticals)
AXA S.A. 70.2 23.29 –1.40 –25.8 4.0
France (Full Line Insurance)

Vodafone Grp 135.2 1.26 –1.41% –28.6% –14.5%
U.K. (Mobile Telecom)
Deutsche Telekom 68.4 10.75 –1.42 –22.0 –29.0
Germany (Mobile Telecom)
Bayer 59.9 53.63 –1.45 –3.9 75.9
Germany (Specialty Chemicals)
Novartis 144.6 59.50 –1.49 –7.4 –9.4
Switzerland (Pharmaceuticals)
Royal Dutch Shll 111.5 21.52 –1.58 –25.7 –21.7
U.K. (Integrated Oil & Gas)
Total S.A. 151.4 43.71 –1.64 –23.3 –22.0
France (Integrated Oil & Gas)
Siemens 89.2 66.79 –1.84 –30.7 4.2
Germany (Electronic Equipment)
BP 186.1 4.89 –1.91 –13.9 –27.5
U.K. (Integrated Oil & Gas)
Deutsche Bk 42.6 54.90 –1.96 –39.3 –29.5
Germany (Banks)
ENI 112.9 19.29 –2.08 –25.8 –21.9
Italy (Integrated Oil & Gas)
Unilever 49.4 19.72 –2.26 –8.9 0.0
Netherlands (Food Products)
Diageo 50.8 9.85 –2.33 –8.3 20.8
U.K. (Distillers & Vintners)
Daimler 54.3 38.56 –2.40 –45.4 –12.6
Germany (Automobiles)
Koninklijke Philips Elec 30.3 19.82 –2.60 –37.4 –10.4
Netherlands (Consumer Electronics)
L.M. Ericsson Tel B 30.4 67.40 –2.60 –47.8 –52.4
Sweden (Telecom Equipment)
ABB 46.6 21.82 –3.19 –27.6 134.7
Switzerland (Industrial Machinery)
Nokia 74.6 13.44 –3.31 –49.6 –3.6
Finland (Telecom Equipment)
Anglo Amer 49.0 19.81 –3.74 –39.8 15.7
U.K. (General Mining)
ArcelorMittal 82.0 38.75 –3.85 –30.0 ...
Luxembourg (Iron & Steel)
UniCredit 64.4 3.31 –4.13 –44.9 –29.5
Italy (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

WSJ.com

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

Convertible Arbitrage -2.35% -9.81% -12.1% -17.3% -17.1%
Merger Arbitrage 1.90% -3.28% -2.4% -1.9% -0.9%
Event Driven 0.32% -3.55% -7.3% -6.0% -6.9%
Distressed Securities -0.59% -7.03% -10.2% -14.2% -16.0%
Equity Market Neutral -0.31% -2.42% -4.9% -4.2% -2.4%
Equity Long/Short 1.49% -4.63% -9.1% -7.1% -4.0%

*Estimates as of 09/25/08, after fees; Source: www.djhedgefundindexes.com

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can
see spreads swing toward the maximum—and vice versa. Indexes
below are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average
Europe: 9/1 1.13 102.16% 0.02% 1.56 0.64 0.95

Eur. High Volatility: 9/1 2.12 101.89 0.03 2.66 1.23 1.78

Europe Crossover: 9/1 5.81 102.39 0.07 6.40 4.00 5.15

Asia ex-Japan IG: 9/1 1.90 102.43 0.03 2.30 0.85 1.42

Japan: 9/1 1.56 102.81 0.02 2.00 0.65 1.16

 Note: Data as of September 25

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

In percentage points
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Major players & benchmarks
Below, a look at the Dow Jones Stoxx 50, the
biggest and best known companies in Europe,
including the U.K.
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Belarus opposition sees little gain at polls
Dissidents unswayed
by democratic claims
for Sunday’s election

Far-right parties gain
in parliamentary election

By Andrew Osborn

Minsk, Belarus

H OW LONG does it take to dis-
mantle a dictatorship? Be-
larus’s autocratic president

wants to convince the West that all
it took was a three-month election
campaign.

After 14 years of autocracy, Be-
larus on Sunday held an election
that its president, Alexander
Lukashenko, said was “unprece-
dented” in its fairness.

He allowed opposition candi-
dates to take part in larger numbers
than in the previous parliamentary
vote, in 2004, and, unlike last time,
left them unharrassed. A march Sun-
day by about 500 pro-democracy ac-
tivists on Minsk’s main thoroughfare
was left unmolested by police—a
change from two years ago when riot
police used extreme violence to dis-
perse a demonstration here to pro-
test what observers called an unfair
presidential election.

But opposition leaders maintain
that beneath the showy gestures of
loosening his grip, Mr. Lukashenko
hasn’t changed the rules at all.

“The decorations are being
changed, but in principle nothing is
changing,” said Andrei Kim, an oppo-
sition activist recently released from
prison. “Nobody really believes that
people’s votes will be counted.”

The opposition said its mem-
bers made up less than 1% of the
country’s 100,000 vote counters. In
the five days before Sunday, people
were allowed to cast their vote in
advance, also raising fears of fraud.

For Mr. Lukashenko, the mo-
ment of truth will come Monday at
a news conference by the Organiza-
tion for Security and Cooperation
in Europe at which its observers
will pronounce their initial verdict.

Many leading opposition figures
were in prison until a few months
ago when the government freed
them in a concession aimed at easing
Western pressure on Belarus. But op-
position activists report that they

have had very limited access to the
state-controlled media and little abil-
ity to campaign.

Alexander Milinkevich, another
opposition leader, estimated Mr.
Lukashenko’s critics would win as
many as 30 of the 110 seats in parlia-
ment in a truly fair election. He
thinks Mr. Lukashenko will “ap-
point” up to five opposition candi-
dates to please the West. “Our par-
ticipation in these elections does
not legitimize them,” he said.

The elections pose a dilemma
for the U.S. and Europe, which are
eager to counter Moscow’s influ-
ence in former Soviet states but
have few truly democratic leaders
in the region to support.

After years of manipulating the
levers of a neo-Soviet state to re-
press his opponents, Mr. Lukash-
enko, a former Soviet farm boss, has
begun to woo the West by allowing
greater political freedom. Height-
ened geopolitical tensions with Rus-
sia may make him, an on-off Russian
ally, a man worth wooing.

Mr. Lukashenko wants the West
to lift financial and travel sanctions
and to begin investing in an econ-
omy that has been propped up by bil-
lions of dollars of Russian subsidies
in the form of cheap natural gas. But
his intelligence service—still called
the KGB—has repressed his oppo-
nents so thoroughly for so long that

he is discovering that he can’t cre-
ate a viable opposition out of thin
air.

“Their level of support is in the
margin-of-error zone,” Mr. Lukash-
enko told state TV before the vote.
In words that would have been un-
thinkable even a year ago, he said
that it might “even be good” if a few

opposition candidates got seats—
and that he wouldn’t intervene to en-
sure that happened.

With a record of polls that the
OSCE has called unfair, even elec-
toral officials have trouble maintain-
ing the appearance of neutrality.
“Our opposition is a phantom,” said
Lidia Yermoshina, head of the Cen-

tral Election Commission. “It doesn’t
really exist.” She said the opposition
amounted to not more than 1,400
people in a country of ten million.

“We’re not expecting miracles,”
she said, talking of likely interna-
tional reaction to the vote. A signal
that progress and effort were made
would be enough, she said.

Western analysts said the opposi-
tion has been cowed by an atmo-
sphere of fear that has reigned in Be-
larus for years. Instead of one single
opposition leader, there are at least
three.

Some opposition members boy-
cotted Sunday’s vote in protest.
Most said Mr. Lukashenko had
pushed through some changes that
made life easier for them—to cam-
paign without harassment and to
pitch their programs on state TV, al-
beit for only 10 minutes. But they
said that the changes only scratched
the service and that there had been
no real campaign.

Another recently released politi-
cal prisoner, Alexander Kozulin,
said opposition candidates’ pro-
grams appeared in small-circula-
tion local newspapers only—not in
the main pro-government “Soviet
Belarus” newspaper. Opposition
posters were restricted to small offi-
cial notice boards, he said.

“This is all about Lukashenko
clinging to personal power,” he said.

Medvedev to upgrade
nuclear-deterrence system

I
NITIAL projections from
Austria’s parliamentary
elections indicate the So-

cial Democrats are poised for
victory, though the real win-
ners may turn out to be the
country’s two far-right parties.

The SORA Institute for So-
cial Analysis and Research
said the Social Democrats
had 29.8% of the vote, accord-
ing to its preliminary projec-
tions after 82.7% of ballots

had been counted. In second place was the People’s
Party, with a projected 25.6% of the vote, followed
by the country’s two right-wing groups: the Free-
dom Party with 18%, and the Alliance for the Future
of Austria with 11%. The right’s resurgence had been
predicted by analysts. —Associated Press

G
ERMAN police raided
a plane in Cologne
just before takeoff Fri-

day and arrested two ethnic
Somalis, saying they found a
suicide note that claimed
the men wanted to fight a
holy war and die in a terror
attack. A 23-year-old Somali
man and a 24-year-old Ger-
man man born in Somalia
were removed from the
plane without incident after

the surprise raid at Cologne-Bonn Airport, a spokes-
woman for North Rhine-Westphal state police said.

Katharina Breuer wouldn’t reveal how authori-
ties knew the men were on board, but said the 6:55
a.m. raid took place because of the alleged suicide
note.  —Associated Press

ASSOCIATED PRESS

BERLIN—Bavaria’s governing
conservatives were likely to lose
their decades-old monopoly on
power in a state election Sunday,
projections indicated—a stinging
setback for an important ally of Ger-
man Chancellor Angela Merkel a
year before national elections.

The conservative Christian So-
cial Union was set to win 43% of the
vote in Bavaria—down sharply from
61% five years ago—according to
projections based on exit polls and
early results for ARD and ZDF televi-
sion. That likely would leave the
CSU needing a coalition partner to
run Bavaria for the first time in 46
years.

“It’s a black day for the CSU,”
party General Secretary Christine
Haderthauer said on ARD TV.

The projections found
the center-left Social Demo-
crats stuck at about 19%.
The CSU appeared to have
bled votes to two center-
right rivals: the pro-busi-
ness Free Democrats, with
8%, and the Free Voters,
with 10% or more. Neither
had seats in the previous
state parliament.

The Greens were pro-
jected to win about 9%,
while the new Left party
was just short of the 5% needed to
win seats.

The CSU—the Bavaria-only sis-
ter party to Ms. Merkel’s Christian
Democratic Union—has run the

prosperous southern state
since 1957 and has held an
absolute majority in the
state legislature since
1962.

The projected result
could undermine Gov.
Günther Beckstein and
party leader Erwin Huber—
triggering turbulence as
Germany looks toward a na-
tional election next Sep-
tember. Bavaria tradition-
ally has been an important

source of votes for Ms. Merkel’s con-
servative bloc in national elections,

in which the CSU and the chancel-
lor’s CDU campaign together. The
CSU’s crushing victory five years
ago came when an unpopular center-
left government ran Germany, but
the CSU is now part of Ms. Merkel’s
awkward “grand coalition” govern-
ment of right and left in Berlin.

Under the CSU, Bavaria and par-
ticularly its capital, Munich, have be-
come Germany’s high-tech center.

However, in recent years, the
party has suffered from problems in-
cluding an unpopular reform of the
school and administrative system, a
messy change of leadership, a clum-
sily introduced smoking ban and
losses at state-owned bank Bay-
ernLB.

R
USSIAN President
Dmitry Medvedev an-
nounced plans to cre-

ate an upgraded nuclear-de-
terrence system for Russia
by 2020, including a space-
defense system and new nu-
clear submarines. He said the
need for the upgrade was
demonstrated by the conflict
with Georgia last month.

“A guaranteed nuclear de-
terrent system for various

military and political circumstances must be pro-
vided by 2020,” Mr. Medvedev told Russian military
chiefs after an exercise in the southern Urals region
of Orenburg. He ordered commanders to present
him with an action plan for implementing the
changes by December.  —Reuters
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Merkel ally is set back in Bavarian election

7
AUSTRIA

Belarussian President Alexander Lukashenko said the parliamentary election
Sunday was fair, but opposition leaders said little has changed.

7
GERMANY

Angela Merkel
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Airport raid spurs arrests
of two men in terror probe
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Infrastructure winning investor attention
Banks, funds seek
$100 billion to put
into roads, bridges

As a global engine of M&A,
private equity is sputtering

www.efinancialnews.com

By Mark Cobley

and William Hutchings

B ANKS AND ASSET managers
are raising $100 billion to
plow into infrastructure

projects around the world, twice as
much as last year, as they offer inves-
tors prospects of double-digit re-
turns from investments lasting 10
years or more.

Rob Treich, who specializes in in-
frastructure investments at invest-
ment consultant Mercer, said there
are now more than 100 funds look-
ing for commitments from inves-
tors, with targets that collectively
total about $100 billion. U.K. data
provider Preqin Ltd., in a separate
analysis, said it had identified infra-
structure fund-raisers seeking $95
billion, compared with $45 billion
last year, $17 billion in 2006 and $4
billion in 2005.

Australian financial group Mac-
quarie Group Ltd. and Goldman
Sachs Group Inc. lead the way, seek-
ing more than $20 billion between
them. Private-equity firms including
the U.K.’s CVC Capital Partners, and
3i Group PLC are also seeking funds.

Mr. Treich, who spoke at Mer-

cer’s European Investment Forum
in the Netherlands last week, said,
“Twenty-five billion dollars is tar-
geting Asia and other emerging re-
gions, with India-focused funds
looking to raise about $13 billion. In
China, the government expected to
spend at least $500 billion over next
five years.”

He cautioned that some funds
might not hit their goals because of
tougher capital-raising conditions
in the economic downturn.

Jane Welsh, a senior investment
consultant at Watson Wyatt, said in-
frastructure funds were typically
aiming to make inflation-linked re-
turns of about 12% a year, after man-
agement fees of 1% to 1.5% and per-
formance fees of 20%.

The riskiest opportunities—
such as those involving the building
of a tunnel for a toll road where time
and cost overruns and disappoint-
ing use may obliterate returns—
may aim to generate returns of
more than 20% a year. Most funds re-
quire their investors to lock in mini-
mum investments of $10 million for
10 years, with some demanding
25-year lock-ins.

“Some projects that are desirable
from a social perspective are not in-
teresting commercially, and there
may be political considerations,” said
Sadek Wahba, head of the Morgan
Stanley infrastructure team. “This is
why we have adopted a global fund
format, to maximize flexibility.”

Philippe Taillardat, head of infra-
structure investments at Crédit Ag-
ricole Asset Management Capital In-
vestors, which is also raising funds,
said, “The emergence of many new
investment groups will increase
competition for quality assets, mak-
ing manager selection a critical fac-
tor.” Fears over the ability to meet
financing requirements helped de-
press the share price of Macquarie
Group this month, but Mr. Taillardat
said credit was being made avail-
able to help finance infrastructure
deals, though under more stringent

terms than last year.
Investment consultants said large

pension programs had increased
their allocations to infrastructure to
5% as part of a broader investment in
alternative investments.

Last week the California Public
Employees’ Retirement System, the
largest U.S. public pension fund,
hired a senior portfolio manager,
Randall Mullan, to lead its esti-
mated $5 billion infrastructure pro-
gram.

The £7 billion ($12.9 billion) U.K.
pension fund for chemicals manufac-

turer Imperial Chemical Industries
Ltd. is considering an allocation of as
much as £100 million, or 1.5% of as-
sets, and has appointed infrastruc-
ture specialist Alinda Capital Part-
ners LLC to advise on the investment.

The Ontario Teachers’ Pension
Plan is a big investor in infrastruc-
ture assets, most recently acquiring
Chilean power company Saesa
Group for $887 million in July, in
partnership with Morgan Stanley In-
frastructure. Stephen Dowd, senior
vice president for infrastructure at
the Ontario plan, said, “We invest in
companies with stable cash flows
linked to inflation to help pay infla-
tion-indexed pensions.”

Some investors said that while
they like the idea in theory, finding a
way to invest could be a problem.
James Shakespeare, a pension-fund
trustee at the Stena Line U.K. pen-
sion fund, said his plan had invested
in a bundled portfolio of alternative
assets in June. He said he would be
interested in infrastructure if it was
folded into such a product.

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

Building funds
Top 10 infrastructure fund-raisers, 
as of September.
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By Toby Lewis

And Jennifer Bollen

The value of private-equity activ-
ity as a percentage of overall merg-
ers and acquisitions deals has fallen
to its lowest level in nearly seven
years.

There were 262 European buy-
outs in the third quarter, the lowest
number since the same period in
2003, according to data provider
Zephyr. These totaled Œ14.1 billion
($20.6 billion) in value, a 50% drop
from the year-ago period and the
smallest figure since the beginning
of 2004. As a percentage of all merg-
ers and acquisitions, the value of
buyouts made up 6.9% of total spend-
ing, the lowest percentage since the
fourth quarter of 2001.

Meanwhile, bankers and finan-
cial sponsors expect the larger lever-
aged buyouts to become a rarity
throughout 2008. The middle of the
market—excluding forced sales
such as insolvencies or white-
knight bids, in which a friendly
suitor helps a company fend off a
hostile takeover—is also expected
to trade at thin volumes.

Harvey Hoogakker, a director at
German bank WestLB’s leveraged fi-
nance team, said the most bullish
bankers were saying that the level
of deals wouldn’t recover until the
start of next year, at the earliest.
“Sponsors are asking why assets are
up for sale and they need a fairly
good explanation from any vendor
why they are selling at what is argu-
ably the bottom end of the market,”
he said. “They are very nervous
where there is possibility of an infor-
mation disconnect.”

Private-equity deals are also tak-
ing longer to complete. Mergermar-
ket, a data provider, shows private-
equity deals have taken an average
of 37 days from announcement to
completion in the past six months,
up from 24 days in the previous six
months. Banks UniCredit Group
and Intesa Sanpaolo SpA hope to
sell Italian corporate credit-screen-
ing company Cerved Business Infor-
mation SpA to one of several pri-
vate-equity bidders by next month,
bringing the time the business is un-
derstood to have sat on the market
to five months. The banks aim to re-
ceive final bids of between Œ700 mil-
lion and Œ800 million in the middle
of October.

“It takes time for vendors to read-
just price expectations in the light
of falling markets,” said Andrew Sea-
ley, managing partner at advisory
firm Campbell Lutyens. “Buyers are
more risk averse.”

Axa Private Equity, the buyout di-
vision of insurer Axa SA, is expected
to take as long as three months to
find the right buyer for home-clean-
ing products company Spotless
Group Ltd. Several bankers expect
corporate spin-outs—such as those
of media company Reed Elsevier
NV’s sale of its business publishing
group—to be put on hold until early
next year. Reed has said it hopes it
will sell this year.

Speaking at a conference in New
York this month, John Megrue, the
U.S. chief executive for London-
based Apax Partners, said, “This is
a historic time. Looking back it was
inevitable, but I don’t think anyone
expected the speed and shock of the
correction. I still don’t think we are
at the bottom.”

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

Following on from the success in 2008, the India Summit 2009 will return in May.

For delegate and media partnership enquiries please contact: akonieczny@efinancialnews.com
or call +44 (0) 207 426 3345, alternatively contact cekeocha@efinancialnews.com

For speaking and sponsorship enquiries please contact: jnuttall@efinancialnews.com
or call +44 (0) 20 7309 7784

“The India Investors’ Summit 2008 was a unique,
extremely well balanced event that offered high level,
thought provoking and insightful debate as well as an
excellent opportunity to meet with key people who are
practically engaged in the shape and influence of
India in today’s fast moving global economy. I look
forward to seeing the India Summit 2009 build upon
this exceptionally useful launch event.”

Dr Sam Pitroda, Chairman, India’s National Knowledge Commission
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F
OR ALL THE startling news
about the state of the finan-

cial markets preceding the first
U.S. presidential debate Friday
night, it was the state of the
world that actually produced the
drama, tension and real differ-
ences between the two men who
would be president.

Fully half of the debate
bumped along with Sen. Barack
Obama and Sen. John McCain gen-
tly disagreeing—sometimes even
gently agreeing—about what to do
concerning the meltdown on Wall
Street and its ripple effects.

Certainly they disagreed about
tax cuts for corporations and the
government’s role in health care,
but Sen. Obama said Sen. McCain
was “absolutely right” often
enough that bipartisanship actu-
ally seemed ready to break out.

But when moderator Jim Le-
hrer finally got to the world be-
yond Wall Street and the con-
gressional offices where a Wall
Street bailout is being negoti-
ated, the real tension in this race
for the White House became
clear. Sen. McCain defended the
war in Iraq; Sen. Obama gave no
ground in condemning it as a
waste of blood and treasure.

Sen. McCain said the U.S. will
exit Iraq with honor and dignity.
Sen. Obama said the conflict has
cost 4,000 lives needlessly and
imperiled the broader war
against terrorism. Sen. McCain
said Obama policies would have
produced defeat in Iraq. Sen.
Obama said McCain policies pro-
duced years of flailing and blood-
shed there.

Suddenly and dramatically,
the presidential campaign
seemed to return to where it be-
gan many months ago. John
McCain entered the fray as the
candidate most prepared to de-
fend the war in Iraq as the right
fight in the right place at the
right time. Barack Obama en-
tered the same campaign as the
candidate most willing to con-
demn the war in Iraq as the
wrong fight in the wrong place
at the wrong time.

With less than six weeks to
go before Election Day, they
were back where they started.

B
UT IT WASN’T only Iraq.
There were deep differences

about negotiating with Iran,
where Sen. McCain called Sen.
Obama’s impulse to engage
Iran’s leaders “naive” and “dan-
gerous.” Sen. Obama countered
that President Bush’s style of di-
plomacy, fully embraced by Sen.
McCain, allowed both Iran and
North Korea, through years of
what he described as malign ne-
glect by the U.S., to become
more armed and more danger-
ous.

Sen. McCain portrayed his op-
ponent as inexperienced and gull-
ible. Sen. Obama nearly—though
not quite—called his opponent
reckless, at one point gently re-
minding the nation that Sen.
McCain has talked about “extinc-
tion for North Korea” and has
even reeled off a “song about
bombing Iran.”

Only on the threat from a re-
surgent Russia, and the threat it
poses to the former Soviet repub-

lic of Ukraine, was there some-
thing approaching clear agree-
ment on a problem atop the
American priority list.

If anyone in the hall at the
University of Mississippi, or in
the national television audience,
thought there was little differ-
ence in the world views of the
two candidates, the second half
of the debate should have shat-
tered the notion. They made lit-
tle effort to hide the distinc-
tions.

The contrast with the first
half of the debate, devoted
largely to the crisis gripping
Wall Street and how it will affect
the broader economy, was stark.
In that session, Sen. McCain
seemed intent on stealing the
two themes that have been the
hallmark of Sen. Obama’s candi-
dacy—hope and change—in ex-
plaining how he would respond.

Suddenly Sen. McCain, widely
portrayed in recent days as er-
ratic and angry in his response
to the collapse of Wall Street
firms and the proposal to rescue
them, was a beacon of hope.

Though he departed Washing-
ton with bipartisan negotiations
on a rescue package teetering,
Sen. McCain said he was confi-
dent a package would be ap-
proved soon. Though the pictures
of Washington in the past two
days were largely of a capital
gripped by partisan bickering
over that rescue package, he pro-
claimed bipartisanship was emerg-
ing from the mess. And though
the theme has caused him great
grief in recent days, he returned
to his declaration that the Ameri-
can economy is fundamentally
sound despite the shock waves
moving through it.

A
ND FOR HIS part, Sen.
Obama was caustic about

the tax cuts Sen. McCain has pro-
posed, saying they are both unaf-
fordable and particularly ill-
suited for a time when the coun-
try is talking about spending bil-
lions to bail out financial busi-
nesses.

Yet it was the argument about
America’s role in the world for
which this debate is more likely
to be remembered. The deepest
question about both candidates
throughout the campaign has
been about how they would
project American power, and
whether the McCain approach
would be too strident, and the
Obama approach too reserved.
Would the McCain approach over-
emphasize confrontation and
shortchange diplomacy? Would
the Obama approach overempha-
size diplomacy and shortchange
strength?

They didn’t resolve the ques-
tions in the debate, but rather il-
luminated them. In the closing
minutes, Sen. McCain said his foe
doesn’t have the “knowledge or
experience” to run national-secu-
rity policy. Sen. Obama said his
opponent doesn’t seem to under-
stand that it has been a mistake
to focus so much American time
and treasure on Iraq when, “In
the meantime, [Osama] bin
Laden is still out there.” The dif-
ferences are real, and weren’t hid-
den on the Mississippi stage Fri-
day night.

By Laura Meckler,

Elizabeth Holmes

And Amy Chozick

Sens. John McCain and Barack
Obama showcased different priori-
ties for the U.S. economy and for-
eign policy in the first of three
presidential debates, an event
that featured sharp exchanges,
some agreement, and no knockout
punches or major gaffes.

Their divergent views on the
war in Iraq produced some of Fri-
day’s sharpest displays. Sen.
McCain chastised Sen. Obama for
opposing an increase in troops that
helped turn the war around. Sen.
Obama slammed Sen. McCain for
supporting the war in the first
place.

The Iraq dispute underscored
the fundamental messages each
candidate hoped to communicate
in the foreign-policy debate. The
72-year-old Sen. McCain, the Viet-
nam war hero, tried to paint his
47-year-old rival as dangerously na-
ive, while Sen. Obama tried to paint
his rival as a dangerous hawk.

“There are some advantages to
experience and knowledge and
judgment, and I honestly don’t be-
lieve that Sen. Obama has the
knowledge and experience,” Sen.
McCain said at the debate’s close.
“I don’t think I need any on-the-
job training. I’m ready to go at it
right now.”

Earlier, Sen. Obama blasted
Sen. McCain for off-the-cuff hawk-
ish statements. “John, you’re abso-
lutely right that presidents have
to be prudent in what they say,” he
said, addressing his opponent di-

rectly. “But coming from you who
in the past have threatened extinc-
tion for North Korea and sung
songs about bombing Iran, I don’t
know how credible that is.”

The candidates met amid a cri-
sis rocking the nation’s financial
infrastructure, and the moment
transformed the debate—which
was supposed to be devoted en-
tirely to foreign policy and na-
tional security—into a clash over
their domestic agendas as well.
Much of the first half centered on
the economy, giving each candi-
date the chance to spotlight his in-
tentions regarding taxes and
spending.

In addition to contrasting agen-
das, the 90-minute event show-
cased their differing styles, with
Sen. McCain more folksy and quick
to dispense a joke or an anecdote.
Sen. Obama seemed sharper than
in some past debates, quick on the
attack and seemingly unintimi-
dated by his rival’s greater number
of years on the world stage.

The debate featured numerous
testy exchanges.

In contrasting economic agen-
das, Sen. McCain repeatedly
vowed to eliminate federal spend-

ing sought out by special inter-
ests, while Sen. Obama high-
lighted his promise of a middle-
class tax cut.

Sen. Obama, who was offered
the first question on the economy,
came out fighting, in effect blam-
ing Sen. McCain for the crisis and
tying him to the unpopular Presi-
dent George W. Bush, a crucial
part of the Democrat’s strategy in
this campaign.

Sen. McCain turned a good por-
tion of the debate on the economy
into a discussion of one of his long-
time crusades to curb “earmarks,”
referring to special-interest bud-
get items. He said he would freeze
nearly all discretionary spending
to hunt for waste. And he slammed
Sen. Obama for requesting hun-
dreds of millions of dollars in ear-
marks himself.

“The first thing we have to do is
get spending under control in
Washington,” he said. “It’s com-
pletely out of control.”

Both men worked to personal-
ize the war, and each pointed to a

bracelet he wears as a reminder of
a young man who died in the war.
Sen. McCain’s bracelet came from
a mother who doesn’t want her
son’s death to have been in vain.
Sen. Obama’s came from a mother
who asked that he prevent other
mothers from suffering the same
loss.

Sen. Obama suggested that the
war in Iraq had become a distrac-
tion to the battles in Afghanistan.
“We took our eye off the ball,” Sen.
Obama said, suggesting the need
to use the military “wisely” and
calling the current situation a
“strategic mistake.”

Presidential debates are often
infused with drama, but Friday’s
session at the University of Missis-
sippi was more dramatic than
usual. It came a day after a tense
White House meeting that in-
cluded both of the contenders, as
they wrestled over a $700 billion
bailout package aimed at contain-
ing turmoil in financial markets.

Sen. McCain didn’t make up his
mind to attend the long-scheduled
debate until mid-morning Friday,
having originally promised to stay
away if there were no agreement
on the Wall Street bailout package.

The first debate came with just
over five weeks before the elec-
tion. Most polls show a tight con-
test. While Sen. Obama generally
enjoys a slight edge, four in 10 of
all voters said the debates would
be important in making up their
minds, according to last
week’sWall Street Journal/NBC
News poll.

According to rules agreed upon
in advance, this first debate was to
focus on foreign policy and national
security. But it came after two
weeks of economic turmoil, and the
moderator, PBS anchor Jim Lehrer,
said he didn’t consider the domi-
nant news of the day to be off limits.

The fact that much of the debate
dealt with economic and domestic
issues was in itself a boon to Sen.
Obama, who is trusted more on
these issues by voters, according to
many polls. Foreign policy is consid-
ered Sen. McCain’s strength.

In the early economic rounds,
both candidates sought to repre-
sent Main Street rather than Wall
Street with a populist bent. There
were few differences over the bail-
out package, as both men have
pressed for the same things.

When pressed about whether
or not he would support the pack-
age, Sen. McCain said “sure,” with
an added, “I hope so.” Sen. Obama
also hedged, turning his answer
into a critique of the current regu-
latory system.

Sen. McCain turned much of
the economic discussion into a dis-
cussion of government waste.
“I’ve got a pen,” he said, raising
one in his hand, “and I’m going to
veto every single spending bill
that comes across my desk” con-
taining earmarks. For members of
Congress who insert earmarks, “I
will make them famous. You will
know their names.”

Unstated was that many mem-
bers of Congress brag about the
home-state projects that ear-
marks often represent, and may in
fact be happy to have their work
publicized.

Sen. Obama replied that ear-
marks, while often egregious, rep-
resent only a small portion of the
total budget and would pay for a
fraction of the McCain tax-cut
plan.

Both candidates came into the
campaign touting themselves as
men who could change politics
and transform the partisan divide
that has marked Washington in re-
cent years. Sen. McCain argued
that Sen. Obama has little record
to prove it.
 —Corey Dade, T.W. Farnam

and Brad Haynes
contributed to this article.

Candidates spar on Iraq
Testy first debate
highlights contrasts;
no knockout punches

ECONOMY & POLITICS

A
ss

oc
ia

te
d 

Pr
es

s

CAPITAL JOURNAL n GERALD F. SEIB

True tension in U.S. election
surfaces in foreign-policy debate

The financial crisis turned the debate into
one covering domestic issues, too. Much of
it half centered on the economy, letting the
men discuss taxes and spending.

Sens. John McCain and Barack Obama had testy exchanges over Russia, Iraq and
Iran in their first presidential debate Friday night at the University of Mississippi.
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PF (LUX)-USA Index-Pca US EQ LUX 09/25 USD 96.50 –16.8 –19.2 –3.3
PF (LUX)-USD Bds-Pca US BD LUX 09/25 USD 485.58 2.9 6.5 4.7
PF (LUX)-USD Bds-Pdi US BD LUX 09/25 USD 366.87 2.9 6.5 4.7
PF (LUX)-USD Liq-Pca US MM LUX 09/25 USD 129.55 2.0 3.1 3.9
PF (LUX)-USD Liq-Pdi US MM LUX 09/25 USD 87.33 2.0 3.1 3.9
PF (LUX)-Water-Pca GL EQ LUX 09/25 EUR 128.69 –17.6 –17.1 –3.3
PF (LUX)-WldGovBds-Pca GL BD LUX 09/25 USD 151.34 2.8 6.8 5.6
PF (LUX)-WldGovBds-Pdi GL BD LUX 09/25 USD 128.07 2.8 6.8 5.6
PTF (LUX)-MidEast&NorAfr-Pca GL EQ LUX 09/25 USD 70.79 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 09/25 USD 11.09 –23.4 –23.3 –6.5
Japan Fund USD JP EQ IRL 09/26 USD 14.43 –14.3 –18.7 –9.0

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 09/25 EUR 764.88 –22.3 –23.7 NS
Core Eurozone Eq B EU EQ IRL 09/25 EUR 866.93 NS NS NS
Euro Fixed Income A EU BD IRL 09/25 EUR 1166.21 –6.6 –7.5 –4.9
Euro Fixed Income B EU BD IRL 09/25 EUR 1235.59 –6.2 –7.0 –4.4
Euro Small Cap A EU EQ IRL 09/25 EUR 1252.65 –28.9 –34.2 –15.7
Euro Small Cap B EU EQ IRL 09/25 EUR 1331.68 –28.5 –33.8 –15.2
Eurozone Agg Eq A EU EQ IRL 09/25 EUR 685.65 –28.4 –30.5 NS
Eurozone Agg Eq B EU EQ IRL 09/25 EUR 978.08 –28.1 –30.1 –10.0
Glbl Bd (EuroHdg) A GL BD IRL 09/25 EUR 1249.43 –3.4 –3.0 –1.4
Glbl Bd (EuroHdg) B GL BD IRL 09/25 EUR 1314.96 –3.0 –2.4 –0.9
Glbl Bd A EU BD IRL 09/25 EUR 971.06 –3.7 –5.4 –5.3
Glbl Bd B EU BD IRL 09/25 EUR 1026.11 –3.2 –4.8 –4.7
Glbl Real Estate A OT EQ IRL 09/25 USD 1042.76 –18.0 –25.0 –7.2
Glbl Real Estate B OT EQ IRL 09/25 USD 1066.99 –17.6 –24.5 –6.6
Glbl Real Estate EH-A OT EQ IRL 09/25 EUR 971.25 –17.2 –25.0 –9.5
Glbl Real Estate SH-B OT EQ IRL 09/25 GBP 92.22 –16.0 –23.5 –7.6
Glbl Strategic Yield A EU BD IRL 09/25 EUR 1405.72 –5.9 –6.5 –0.9
Glbl Strategic Yield B EU BD IRL 09/25 EUR 1492.88 –5.5 –5.9 –0.3
Japan Equity A JP EQ IRL 09/25 JPY 14169.00 –23.8 –30.0 –14.8
Japan Equity B JP EQ IRL 09/25 JPY 14989.00 –23.5 –29.6 –14.2
Multi St Cash Plus EH-A GL EQ IRL 09/25 EUR 1002.76 –0.9 0.1 NS
PacBasn (Ex-Jap) Eq A AS EQ IRL 09/25 USD 1800.74 –31.9 –30.5 0.8
PacBasn (Ex-Jap) Eq B AS EQ IRL 09/25 USD 1906.90 –31.7 –30.1 1.4
Pan European Eq A EU EQ IRL 09/25 EUR 1001.09 –26.4 –28.5 –10.7
Pan European Eq B EU EQ IRL 09/25 EUR 1060.44 –26.0 –28.0 –10.1
US Equity A US EQ IRL 09/25 USD 939.61 –19.0 –20.0 –2.3
US Equity B US EQ IRL 09/25 USD 998.52 –18.6 –19.6 –1.8
US Small Cap A US EQ IRL 09/25 USD 1439.93 –16.2 –19.1 –2.1
US Small Cap B US EQ IRL 09/25 USD 1531.00 –15.8 –18.7 –1.5

n SEB ASSET MANAGEMENT S.A.
www.seb.se
SEB Fund 1
Choice Global Value -C- GL EQ LUX 09/26 SEK 80.86 –30.7 –34.9 –14.9
Choice Japan Fd JP EQ LUX 09/26 JPY 60.12 –24.0 –29.7 –16.9
Choice Jpn Chance/Risk JP EQ LUX 09/26 JPY 63.61 –28.9 –33.4 –15.5
Choice NthAmChance/Risk US EQ LUX 09/26 USD 4.15 –20.5 –20.3 –4.6
Europe 2 Fd EU EQ LUX 09/26 EUR 0.97 –32.7 –34.9 –13.6
Europe 3 Fd EU EQ LUX 09/26 GBP 3.42 –27.3 –25.9 –5.5
Global Chance/Risk Fd GL EQ LUX 09/25 EUR 0.62 –21.5 –25.3 –10.8
Global Fd GL EQ LUX 09/26 USD 2.31 –22.0 –23.5 –4.3
Intl Mixed Fd -C- NO BA LUX 09/26 USD 28.17 –15.4 –15.5 –0.9
Intl Mixed Fd -D- NO BA LUX 09/26 USD 19.88 –15.4 –15.5 0.4
Wireless Fd OT EQ LUX 09/26 EUR 0.13 –32.0 –35.1 –10.3

n SEB Fund 2
Choice Asia ex. Japan Fd AS EQ LUX 09/26 USD 5.75 –36.7 –36.9 –3.8
Currency Alpha EUR -IC- OT OT LUX 09/26 EUR 10.66 4.4 2.5 NS
Currency Alpha EUR -RC- OT OT LUX 09/26 EUR 10.61 3.9 2.0 NS
Currency Alpha SEK -ID- OT OT LUX 09/26 SEK 103.38 NS NS NS
Currency Alpha SEK -RC- OT OT LUX 09/26 SEK 102.75 NS NS NS
Generation Fd 80 OT OT LUX 09/26 SEK 7.70 –18.5 NS NS
Nordic Focus EUR NO EQ LUX 09/26 EUR 73.77 –25.4 NS NS
Nordic Focus NOK NO EQ LUX 09/26 NOK 75.88 NS NS NS
Nordic Focus SEK NO EQ LUX 09/26 SEK 76.06 –23.6 NS NS

n SEB Fund 3
Choice Asia Eq. ex Japan Fd AS EQ LUX 09/26 USD 1.03 –36.8 –37.3 –2.9
Choice North America Eq. Fd US EQ LUX 09/26 USD 1.91 –21.3 –22.2 –6.3
Ethical Global Fd GL EQ LUX 09/26 USD 0.86 –21.4 –23.8 –5.2
Ethical Sweden Fd NO EQ LUX 09/26 SEK 35.85 –19.5 –25.3 –5.2
Europe Fd EU EQ LUX 09/26 USD 2.38 –32.8 –32.4 1.2
Global Equity Fd GL EQ LUX 09/26 USD 1.48 –21.5 –23.2 –2.9
Index Linked Bd Fd SEK OT BD LUX 09/26 SEK 12.80 2.5 5.2 2.9
Medical Fd OT EQ LUX 09/26 USD 3.39 –11.9 –10.4 –1.9
Short Medium Bd Fd SEK NO MM LUX 09/26 SEK 9.06 2.0 2.9 2.8
Technology Fd OT EQ LUX 09/26 USD 2.16 –24.3 –23.7 –4.4
World Fd GL EQ LUX 09/26 USD 2.20 –17.8 –19.4 4.0

n SEB Fund 4
Short Bond Fd EUR EU MM LUX 09/26 EUR 1.27 1.7 2.2 2.5
Short Bond Fd SEK NO MM LUX 09/26 SEK 21.35 1.8 2.6 2.6
Short Bond Fd USD US MM LUX 09/26 USD 2.48 1.2 2.4 3.4

n SEB Fund 5
Alpha Bond Fd SEK -A- NO BD LUX 09/26 SEK 10.16 –0.5 0.4 0.5
Alpha Bond Fd SEK -B- NO BD LUX 09/26 SEK 9.12 –0.5 0.4 0.5
Alpha Bond Fd SEK -C- NO BD LUX 09/26 SEK 25.47 –0.6 0.2 0.4
Alpha Bond Fd SEK -D- NO BD LUX 09/26 SEK 8.48 –0.6 0.2 0.4
Alpha Short Bd SEK -A- NO MM LUX 09/26 SEK 10.74 2.3 3.2 3.0
Alpha Short Bd SEK -B- NO MM LUX 09/26 SEK 10.08 2.3 3.2 3.0
Alpha Short Bd SEK -C- NO MM LUX 09/26 SEK 21.03 2.2 3.1 2.8
Alpha Short Bd SEK -D- NO MM LUX 09/26 SEK 8.74 2.2 3.1 2.9
Bond Fd EUR -C- EU BD LUX 09/26 EUR 1.23 1.4 2.4 0.4
Bond Fd EUR -D- EU BD LUX 09/26 EUR 0.49 1.4 2.4 0.3
Bond Fd SEK -C- NO BD LUX 09/26 SEK 38.55 2.1 3.0 1.7
Bond Fd SEK -D- NO BD LUX 09/26 SEK 11.57 0.9 1.8 1.1
Corp. Bond Fd EUR -C- EU BD LUX 09/26 EUR 1.09 –7.2 –7.7 –4.4
Corp. Bond Fd EUR -D- EU BD LUX 09/25 EUR 0.86 –6.6 –7.5 –4.3
Corp. Bond Fd SEK -C- NO BD LUX 09/26 SEK 11.31 –6.3 –6.0 –3.4
Corp. Bond Fd SEK -D- NO BD LUX 09/26 SEK 8.88 –6.1 –5.8 –3.3
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 09/26 EUR 97.61 NS NS NS
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 09/26 EUR 97.46 NS NS NS
Danish Mortgage Bond Fd SEK -ID- NO BD LUX 09/26 SEK 102.15 NS NS NS
Danish Mortgage Bond Fd SEK -RC- NO BD LUX 09/26 SEK 943.53 NS NS NS
Flexible Bond Fd -C- NO BD LUX 09/26 SEK 20.18 2.3 3.0 2.6
Flexible Bond Fd -D- NO BD LUX 09/26 SEK 11.43 2.3 3.0 2.6

n SEB Global Hedge
Global Hedge I SEK -C- OT OT LUX 09/26 SEK 93.01 –12.4 –12.9 –4.7
Global Hedge I SEK -D- OT OT LUX 09/26 SEK 85.00 –14.9 –15.4 –6.1

n SEB Sicav 1
Choice Emerging Mkts Fd GL EQ LUX 09/26 USD 2.18 –34.6 –29.9 5.9

n SEB Sicav 2
Choice Asia SmCap exJpn AS EQ LUX 09/26 SEK 20.44 –38.8 –43.5 –13.2
Europe Chance/Risk Fd EU EQ LUX 09/26 EUR 1101.87 –35.2 –37.2 –15.0

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
Eq. China A AS EQ LUX 09/25 USD 17.46 –47.2 –48.3 6.3
Eq. Pacific A AS EQ LUX 09/25 USD 8.88 –35.9 –33.8 4.3

n SGAM Fund
Bonds CHF A CH BD LUX 09/25 CHF 26.67 2.2 2.4 –0.4
Bonds ConvEurope A EU BD LUX 09/25 EUR 30.68 5.6 7.8 9.5
Bonds Eur Corp A EU BD LUX 09/25 EUR 20.52 –6.5 –6.5 –3.8
Bonds Eur Hi Yld A EU BD LUX 09/25 EUR 18.11 –14.6 –15.9 –7.2
Bonds EURO A EU BD LUX 09/25 EUR 37.11 0.5 1.6 –0.1
Bonds Europe A EU BD LUX 09/25 EUR 35.90 0.4 1.1 –0.3
Bonds US MtgBkSec A US BD LUX 09/25 USD 21.92 –13.1 –11.2 –4.0
Bonds US OppsCoreplus A US BD LUX 09/25 USD 31.47 0.0 2.9 3.3
Bonds World A GL BD LUX 09/25 USD 37.99 2.2 6.7 6.9
Eq. ConcentratedEuropeA EU EQ LUX 09/25 EUR 28.93 –28.3 –30.2 –12.5
Eq. Eastern Europe A EU EQ LUX 09/25 EUR 26.82 –39.1 –36.0 –7.1
Eq. Equities Global Energy OT EQ LUX 09/25 USD 21.68 –14.0 –7.6 15.9
Eq. Euroland A EU EQ LUX 09/25 EUR 12.19 –29.5 –31.1 –11.4
Eq. Euroland MidCapA EU EQ LUX 09/25 EUR 20.97 –27.6 –32.9 –13.1
Eq. EurolandCyclclsA EU EQ LUX 09/25 EUR 18.97 –25.1 –25.4 –2.1
Eq. EurolandFinancialA OT EQ LUX 09/25 EUR 13.51 –27.4 –30.1 –17.0
Eq. Glbl Emg Cty A GL EQ LUX 09/25 USD 8.67 –35.8 –32.5 0.7
Eq. Global A GL EQ LUX 09/25 USD 28.38 –25.9 –28.0 –8.1
Eq. Global Technol A OT EQ LUX 09/25 USD 5.41 –23.7 –29.3 –9.8
Eq. Gold Mines A OT EQ LUX 09/25 USD 22.72 –24.2 –20.2 0.9
Eq. Japan A JP EQ LUX 09/25 JPY 958.88 –27.6 –31.2 –17.6
Eq. Japan Sm Cap A JP EQ LUX 09/25 JPY 1097.79 –35.6 –34.2 –33.3
Eq. Japan Target A JP EQ LUX 09/25 JPY 1797.56 –11.2 –17.9 –11.0
Eq. Switzerland A CH EQ LUX 04/17 CHF 36.35 –16.6 –21.3 –4.3
Eq. UK A UK EQ LUX 09/25 GBP 12.14 –28.8 –32.1 –14.0
Eq. US ConcenCore A US EQ LUX 09/25 USD 21.38 –20.4 –20.3 –3.7
Eq. US Lg Cap Gr A US EQ LUX 09/25 USD 16.20 –19.5 –18.6 –3.2
Eq. US Mid Cap A US EQ LUX 09/25 USD 29.51 –24.6 –23.8 1.6
Eq. US Multi Strg A US EQ LUX 09/25 USD 23.33 –19.0 –20.8 –5.8

Eq. US Rel Val A US EQ LUX 09/25 USD 23.00 –19.6 –24.9 –9.5
Eq. US Sm Cap Val A US EQ LUX 09/25 USD 21.61 –13.4 –20.9 –6.7
Eq. US Value Opp A US EQ LUX 09/25 USD 20.20 –20.7 –25.7 –13.0
Money Market EURO A EU MM LUX 09/25 EUR 26.84 3.2 4.4 3.9
Money Market USD A US MM LUX 09/25 USD 15.65 2.2 3.5 4.3

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
Email: am@tni.ae Tel:+971 2 619 2300
MENA Real Estate Acc Fund OT EQ ARE 08/29 USD 12.37 –16.3 NS NS
UAE Blue Chip Fund Acc AS EQ ARE 09/11 AED 9.14 –21.6 7.8 3.0

n TRIGON CAPITAL
Phone +372 667 9208 Fax +372 667 9221 E-mail invest@trigon.ee Website www.trigoncapital.com

Central and Eastern European EUR EE EQ EST 09/26 EEK 158.73 –40.8 –46.1 –19.4
New Europe Small Cap EUR EE EQ EST 09/26 EEK 84.27 –39.5 –44.7 –17.5
Second Wave EUR EE EQ EST 09/26 EEK 174.15 –36.6 –39.3 –5.1

n YUKI MANAGEMENT & RESEARCH CO., LTD.
Tel: +81-3-5299-3277 www.yukijapan.co.jp
YMR-N Growth Fund JP EQ IRL 09/26 JPY 11114.00 –33.7 –42.2 –22.6
YMR-N Japan Fund JP EQ IRL 09/26 JPY 12646.00 –27.3 –37.2 –16.3
YMR-N Low Price Fund JP EQ IRL 09/26 JPY 16458.00 –27.9 –37.0 –18.8
YMR-N Small Cap Fund JP EQ IRL 09/26 JPY 7490.00 –39.6 –48.2 –28.8
Yuki Mizuho Gen Jpn III JP EQ IRL 09/26 JPY 6208.00 –33.2 –39.9 NS
Yuki Mizuho Jpn Dyn Gro AS EQ IRL 09/26 JPY 6612.00 –31.9 –40.7 –22.2
Yuki Mizuho Jpn Exc 100 JP EQ IRL 09/26 JPY 8769.00 –30.0 –37.3 –20.1
Yuki Mizuho Jpn Gen JP EQ IRL 09/26 JPY 10744.00 –30.1 –41.0 –18.3
Yuki Mizuho Jpn Gro JP EQ IRL 09/26 JPY 7856.00 –36.3 –44.4 –23.7
Yuki Mizuho Jpn Inc JP EQ IRL 09/26 JPY 10440.00 –20.3 –32.3 –12.3
Yuki Mizuho Jpn Lg Cap AS EQ IRL 09/26 JPY 6710.00 –28.9 –36.4 NS
Yuki Mizuho Jpn LowP JP EQ IRL 09/26 JPY 13370.00 –26.2 –30.9 –16.6
Yuki Mizuho Jpn PGth JP EQ IRL 09/26 JPY 10456.00 –36.3 –42.4 –21.5
Yuki Mizuho Jpn SmCp JP EQ IRL 09/26 JPY 7380.00 –41.8 –48.7 –27.4
Yuki Mizuho Jpn Val Sel AS EQ IRL 09/26 JPY 6876.00 –26.9 –35.0 –17.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 09/26 JPY 3325.00 –41.8 –46.9 –39.2

n Yuki 77 Series
Yuki 77 Excellent JP EQ IRL 09/26 JPY 6116.00 –30.9 –37.5 –18.8
Yuki 77 General JP EQ IRL 09/26 JPY 8111.00 –29.4 –38.4 –18.0
Yuki 77 Growth JP EQ IRL 09/26 JPY 8289.00 –32.4 –41.3 –22.1

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 09/26 JPY 8453.00 –27.4 –38.9 –19.5
Yuki Chugoku Jpn Gro JP EQ IRL 09/26 JPY 6819.00 –32.4 –37.6 –17.7
Yuki Chugoku Jpn Inc JP EQ IRL 09/26 JPY 6914.00 –20.4 –27.8 –13.1
Yuki Chugoku JpnLowP JP EQ IRL 09/26 JPY 9775.00 –25.0 –33.6 –14.1
Yuki Chugoku JpnPurGth JP EQ IRL 09/26 JPY 6097.00 –30.4 –40.5 –20.3

n Yuki Daishi Series
Yuki Daishi General JP EQ IRL 09/26 JPY 9167.00 –28.7 –38.3 –18.9

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 09/26 JPY 6218.00 –29.5 –38.4 –17.1
Yuki Hokuyo Jpn Gro JP EQ IRL 09/26 JPY 5301.00 –34.1 –42.7 –23.1
Yuki Hokuyo Jpn Inc JP EQ IRL 09/26 JPY 6964.00 –17.4 –27.4 –13.1

n Yuki Nishi Nippon City Japan Series
Yuki Nishi-Nippon Cty General JP EQ IRL 09/26 JPY 6690.00 –31.0 –40.4 –19.2
Yuki Nishi-Nippon Cty PurGthJp JP EQ IRL 09/26 JPY 6101.00 –31.6 –39.1 NS

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 09/26 JPY 6894.00 –28.0 –42.8 –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 09/24 USD 965.01 –8.9 –6.4 NS
AJR International B US EQ VGB 09/24 USD 161.89 –8.9 –6.5 NS
Cambrian Asia Ltd. AS EQ VGB 09/24 JPY 7282.00 –25.4 NS NS
Cambrian Europe Ltd. EU EQ VGB 09/24 EUR 81.88 –21.7 NS NS
Cambrian Fund Ltd. A US EQ VGB 09/24 USD 604.39 –30.0 NS NS
Cambrian Fund Ltd. B US EQ VGB 09/24 USD 147.45 –30.0 NS NS
Rodinia Fund Ltd US EQ VGB 09/24 USD 126.42 –12.3 –10.9 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 08/29 EUR 121.66 –6.1 NS NS
D'Auriol Opp F3 EUR EU MM CYM 07/31 EUR 1283.41 –6.3 –6.7 2.3

n HARMONY CAPITAL
email: info@harmonycapitalfund.com
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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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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U.S. Navy tracks pirates
Destroyer shadows
hijackers off Somalia
holding arms, crew
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Small boats cluster near the Ukrainian cargo ship Faina, seized by pirates off
Somalia Thursday. A U.S. Navy destroyer caught up with the ship over the weekend.

Sharing the pain
More CEOs are pledging to
take less pay or drop perks
in a downturn > Page 17

By Chip Cummins

And Sarah Childress

A U.S. Navy destroyer over the
weekend caught up with pirates who
commandeered an arms-laden
cargoship offthe coastofSomalia, in-
creasing pressure on the attackers in
a standoff that began Thursday.

A Navy spokesman said the
guided-missile destroyer USS
Howard was maintaining visual and
radio contact with the Faina, a Bel-
ize-flagged, Ukrainian-owned ves-
sel that was carrying an arms ship-
ment to Kenya. The ship was an-

chored Sunday near the central So-
malia port of Hobyo, the Navy said.

The ship’s cargo—tanks and
other arms—is the most valuable
known haul by organized bands pi-
rates who prey on ships in the Gulf
of Aden and along Somalia’s east
coast. Local pirates typically de-
mand ransom for hijacked ships,
crew and cargo.

The U.S. dispatched the Howard
to track the vessel after it was at-
tacked Thursday. Moscow said it
was also sending a ship to the re-
gion after the hijacking. Still, it isn’t
likely the pirates would have been
able to offload the heavy military
equipment, even if the U.S. Navy
wasn’t watching them.

Lt. Nathan Christensen, a spokes-
man for the U.S. Fifth Fleet, based in
Bahrain, said the pirates are con-
ducting negotiations with the ves-

sel’s owner over the fate of the ship.
The Associated Press reported

late Sunday that the captain of the
cargo ship, speaking by satellite
phone, said one crew member had
died of hypertension. Lt. Chris-
tensen said he was aware of reports
of a death aboard, but couldn’t con-
firm them. “We’re actively monitor-
ing the situation,” he said.

In a statement, the Fifth Fleet
said two previously pirated vessels,
the Capt. Stefanos and the Centauri,
were anchored near the Faina.

The Navy said the Faina was
owned by Kaalbye Shipping Ukraine
and was carrying a cargo of T-72
tanks, a Russian model, and related
equipment. The ship’s crew in-
cluded Ukrainian, Russian and
Latvian sailors. The Ukrainian ship-
ping company wasn’t immediately
reachable for comment.

Kenya’s government said in a
statement it wasn’t negotiating
with the pirates, but that efforts to

recover its military cargo were “go-
ing on well.”

The hijacking is the latest in a se-
ries along the Horn of Africa. The ris-
ing number of attacks this year in
the Gulf of Aden, one of the world’s
busiest shipping lanes, have sent in-
surance rates higher for many ship
owners along the route.

In August, the U.S. Navy desig-
nated a special patrol area in the
gulf to help thwart pirates, but at-
tacks have continued. The French
military has intervened twice in the
region. Last week, two unidentified
boats menaced an American naval
replenishment oiler, which fired
warning shots to ward them off.

Piracy off Somalia also is disrupt-
ing the shipment of food aid to the
country. “It’s been an extreme chal-
lenge,” said Peter Smerdon, a
spokesman for the World Food Pro-
gram in Nairobi. The group ships
90% of its food to Somalia by sea,
but the increased threat of hijacking
has left many carriers unwilling to
make the trip.

The WFP says more than three
million people in the country now
need aid, a 70% increase since Janu-
ary. Rising global food prices and
worsening economic conditions in
Somalia, which for years has lacked
a working central government, have
exacerbated aid needs.

The increase in piracy attacks is
“comingat atimethatweneedto dou-
blethetonnageswe’retakingtoSoma-
lia every month,” Mr. Smerdon said.

After several pirate attacks in
2005 and 2007 on ships making
WFP runs, shipping companies have
been reluctant to make the trip unac-
companied, he said. Last year, the
WFP was forced to cut in half the
amount of aid it shipped.

Beginning last November, ships
carrying WFP aid have been es-
corted by French, Danish and Dutch
navy ships. Canadian ships are now
escorting shipments, but their tour
of duty is set to end late next month.
The WFP has been unable to line up
new volunteers, putting the ship-
ments in jeopardy.
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Andfs. Estats Units US EQ AND 09/24 USD 16.09 –20.8 –19.8 –3.7
Andfs. Europa EU EQ AND 09/24 EUR 8.05 –27.4 –28.1 –9.5

Andfs. Franca EU EQ AND 09/24 EUR 10.20 –27.4 –28.6 –11.9

Andfs. Japo JP EQ AND 09/24 JPY 577.83 –25.2 –29.7 –14.2

Andfs. Plus Dollars US BA AND 09/24 USD 9.36 –12.5 –12.5 –3.7

Andfs. RF Dolars US BD AND 09/24 USD 10.64 –6.0 –5.5 –1.6
Andfs. RF Euros EU BD AND 09/24 EUR 9.91 –10.3 –11.1 –6.0

Andorfons EU BD AND 09/24 EUR 13.60 –11.1 –12.7 –7.1
Andorfons Alternative Premium OT OT AND 07/31 EUR 112.49 –3.1 –2.6 2.3

Andorfons Mix 30 EU BA AND 09/24 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 09/26 EUR 10.29 1.1 1.2 2.9

DJE-Absolut P GL EQ LUX 09/26 EUR 199.27 –21.0 –17.3 –1.9

DJE-Alpha Glbl P EU BA LUX 09/26 EUR 170.74 –16.5 –13.3 0.0

DJE-Div& Substanz P GL EQ LUX 09/26 EUR 198.02 –16.9 –16.7 0.5
DJE-Gold&Resourc P OT EQ LUX 09/26 EUR 148.90 –20.6 –18.0 –0.2

DJE-Renten Glbl P EU BD LUX 09/26 EUR 118.93 –2.6 –2.5 0.0

LuxPro-Dragon I AS EQ LUX 09/26 EUR 106.38 –41.2 –40.5 NS

LuxPro-Dragon P AS EQ LUX 09/26 EUR 104.20 –42.4 –41.7 NS

LuxTopic-Aktien Europa EU EQ LUX 09/26 EUR 16.41 –14.9 –11.2 1.2
LuxTopic-Pacific AS EQ LUX 09/26 EUR 14.49 –32.5 –33.0 –3.5

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 09/26 EUR 68.29 –37.8 –39.7 NS

(Lux) E Eur ConvgnceUSD EE EQ LUX 09/26 USD 76.70 –37.9 –37.5 NS

(Lux) Russian EUR EE EQ LUX 09/26 EUR 64.15 –43.6 –40.0 NS

(Lux) Russian USD EE EQ LUX 09/26 USD 71.97 –43.8 –37.8 NS

Balkan Fund EE EQ SWE 09/26 SEK 19.13 –42.6 –42.6 –4.5

Baltic Fund EE EQ SWE 09/26 SEK 56.04 –23.9 –30.3 –4.7

Eastern European Fund EU EQ SWE 09/26 SEK 35.11 –35.9 –32.9 –3.0

Russian Fund EE EQ SWE 09/26 SEK 1035.54 –40.7 –35.6 –5.8

Turkish Fund EE EQ SWE 09/26 SEK 6.84 –40.4 –37.6 –2.5

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 09/25 USD 290.22 –6.9 –4.8 1.7

Sel Emerg Mkt Equity GL EQ GGY 09/25 USD 189.33 –30.0 –26.3 3.8

Sel Euro Equity EUR US EQ GGY 09/25 EUR 105.85 –27.5 –30.1 –10.9

Sel European Equity EU EQ GGY 09/25 USD 206.21 –27.3 –27.4 –4.4
Sel Glob Equity GL EQ GGY 09/25 USD 205.95 –24.6 –27.7 –6.9

Sel Glob Fxd Inc GL BD GGY 09/25 USD 137.90 –6.0 –4.2 –0.7

Sel Pacific Equity AS EQ GGY 09/25 USD 129.93 –26.3 –24.8 5.2

Sel US Equity US EQ GGY 09/25 USD 138.14 –19.1 –21.2 –4.8

Sel US Sm Cap Eq US EQ GGY 09/25 USD 192.91 –16.5 –22.5 –6.7

n KREDIETBANK LUXEMBOURG
www.kbl.lu Fax : +352 47 97 73 911
DSF 25/75 EU BA LUX 09/25 EUR 322.62 –10.6 –10.8 –4.6
DSF 50/50 EU BA LUX 09/25 EUR 251.26 –15.3 –16.4 –6.6

DSF 75/25 EU BA LUX 09/25 EUR 199.68 –20.5 –22.2 –9.5
KBC Eq (L) Europe EU EQ LUX 09/25 EUR 559.75 –26.3 –28.7 –11.3
KBC Eq (L) Japan JP EQ LUX 09/25 JPY 22128.00 –25.1 –31.0 –16.3
KBC Eq (L) NthAmer EUR US EQ LUX 09/25 EUR 636.70 –17.4 –19.1 –4.4
KBC Eq (L) NthAmer USD US EQ LUX 09/25 USD 901.24 –17.3 –18.5 –2.8
KBL Key America EUR US EQ LUX 09/24 EUR 452.83 –22.5 –22.7 NS
KBL Key America USD US EQ LUX 09/24 USD 464.35 –23.1 –22.7 NS
KBL Key East Europe EU EQ LUX 09/24 EUR 2120.63 –37.5 –33.8 –7.2
KBL Key Eur Sm Cie EU EQ LUX 09/24 EUR 960.39 –29.9 –35.3 –12.6
KBL Key Europe EU EQ LUX 09/24 EUR 637.17 –27.9 –30.7 –11.7
KBL Key Far East AS EQ LUX 09/24 USD 1184.59 –38.0 –38.0 –4.3
KBL Key Major Em Mkts GL EQ LUX 09/24 USD 554.33 –40.3 –33.5 4.0
KBL Key NaturalRes EUR OT EQ LUX 09/24 EUR 478.01 –23.1 –21.1 NS
KBL Key NaturalRes USD OT EQ LUX 09/24 USD 532.96 –22.8 –17.9 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 09/25 USD 71.87 –54.8 –54.6 –20.7
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 09/25 EUR 39.44 –46.0 –55.1 –14.1
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Real cost of rescues will take years to assess
Most of the money
gives claim to assets
that later can be sold

By Justin Lahart

And Kelly Evans

The plan to bail out the U.S. fi-
nancial system that Congress ham-
mered out over the weekend of-
fers a much-needed salve to ailing
credit markets. But it is unlikely
that it will be able prevent the
world’s largest economy from slid-
ing into recession.

Recent news on the economy
has been bleak. In a sign that the
housing market continues to dete-
riorate, sales of new homes
dropped sharply last month, the
Commerce Department reported
last week. Another report showed
sales of big-ticket items also fell in
August, pointing to deterioration
in the factory sector.

Consumer confidence has con-
tinued to decline, and weekly read-
ings on retail sales show that shop-
pers are cutting back on spending.
Economists expect that this Fri-
day’s employment report will

show that the economy shed
105,000 jobs this month.

“People, unfortunately, are
right to expect a recession right
now,” said Barry Eichengreen, an
economist at the University of Cal-
ifornia, Berkeley.

Consumer spending is under se-
rious strain, and is poised to de-
cline during the third and possibly
fourth quarters of this year, which
would mark the first quarterly
spending drop since the 1990-91 re-
cession. Americans are grappling
with rising unemployment and
higher prices for fuel and food. In
the midst of a financial crisis cen-
tered on falling home prices and
fractured mortgage markets, a
2001-style mortgage refinancing
boom isn’t in the cards.

“The plan cannot prevent a re-
cession,” said Brookings Institu-
tion senior fellow Douglas Elmen-
dorf. “What matters for people is
how long and deep any economic
slowdown is.”

Until this point, the government
response to the crisis has been
ad hoc rescues of financial institu-
tions that didn’t do enough to pre-
vent fears in the credit market from
spreading, Mr. Elmendorf said.

Without a more comprehensive
move from the government, credit-
market participants would have
been absorbed with worrying over
which institution was going to fail
next, leading to a sharp slowdown
in lending that could cause a pro-
longed recession. The rescue is
aimed at restoring confidence to
the market, though it will take
some time to see if it succeeds.

The bailout could also give
would-be investors in financial as-
sets a sense that they should buy
now, said Wrightson ICAP econo-
mist Lou Crandall. Under the plan,
hundreds of billions of dollars of
mortgage-related assets that
were being sold at fire-sale prices
are going to be drained out of the
system by the Treasury. Buyers
who were on the sidelines, oppor-
tunistically waiting for underval-
ued securities to get even cheaper,
will now have to act.

“This may restart the market
for these kinds of assets,” he said.

U.S. forecast remains bleak, despite bailout

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 Sudeep Reddy

The U.S. government’s agree-
ment to use $700 billion of public
money to fix the financial indus-
try’s troubles would be its largest
commitment ever to bail out pri-
vate companies.

The $700 billion amounts to
about a quarter of the U.S. govern-
ment’s annual spending. It is more
than the U.S. Defense Department’s
annual budget, more than the na-
tion pays out each year in Social Se-
curity benefits and more than the
federal government’s cost for the
health-care programs Medicare
and Medicaid.

And it comes after several other
expensive bailouts this year, for the
insurer Bear Stearns, mortgage gi-
ants Fannie Mae and Freddie Mac
and insurer American Interna-
tional Group.

What will it end up costing Amer-
ican taxpayers?

The total government commit-
ment in its current and proposed
bailouts is $1 trillion. Most of that
money would give the government
a claim on assets—such as home
mortgages and insurance opera-
tions—that have value. As a result,
part of the answer is known today
but other aspects, including the ulti-
mate tab for these rescue pro-
grams, may not be clear for years or
even decades.

In each case, government offi-

cials took action because they be-
lieved that the nation’s financial
system—including banks where cus-
tomers deposit money and Wall
Street firms that run many markets—
risked a breakdown. That would
have made it harder for regular con-
sumers and businesses to borrow
money and make major purchases,
putting a big dent in the $14 trillion
U.S. economy.

Most of the government’s bail-
outs are tied to the housing-market
slump and the toxic mortgage loans
and mortgage-backed securities
held by banks and other financial in-
stitutions.

In the rescue plan Congress ne-
gotiated over the past week, a key
goal is to remove much of those
soured mortgage securities from
banks’ books, possibly through an
auction system. The government—
taxpayers, essentially—would then
hold those assets until they could
be sold off under more-normal con-
ditions once the economy and hous-
ing market recover.

What should the mortgages be
worth? “It’s all going to be very sen-
sitive to where you see house prices
going,” said J.P. Morgan Chase econ-
omist Michael Feroli. “The bailout

could actually get you to that place
sooner—if you stabilize mortgage fi-
nance, get some homes sales going
and get some support for home
prices.”

A key point: The $700 billion
would come from selling debt to the
public, which will increase total fed-
eral debt that is approaching
$10 trillion. But it is not direct gov-
ernment spending, which shows up

as part of the U.S. budget.
If the mortgage debt loses value

over time, the U.S. would have to
record those losses as spending.
That could increase the budget defi-
cit, which eventually must be offset
by higher taxes or lower spending.

So taxpayers face the risk of los-
ing some part of the $700 billion,
but could also turn a profit if the
U.S. ends up selling those holdings

for more than the purchase price.
The earlier rescue efforts also in-

volve uncertainty about the ulti-
mate cost to taxpayers. In March,
the government worried that the
failure of investment bank Bear
Stearns would lead markets to fall
apart globally. So it agreed to take
on $30 billion of the firm’s assets, in-
cluding some of those bad mort-
gages, to help its new buyer, J.P.
Morgan Chase & Co.

The Federal Reserve plans to
hold those assets for perhaps a de-
cade before selling. J.P. Morgan will
cover the first $1 billion in losses, if
any. Taxpayers are highly unlikely
to lose all $29 billion they have on
the line, but could lose some of it.

Earlier this month, the action
moved to Fannie Mae and Freddie
Mac. The U.S. stepped in and took
them over when the companies be-
came too unstable to support the
housing market by providing
enough new mortgages.

The Treasury Department plans
to inject as much as $200 billion in
capital into the firms. Some of that
money may be lost because the
firms’ mortgage securities con-
tinue to lose value as home prices
decline. But it is still unclear how

much money taxpayers will kick in.
Less than 10 days later, the gov-

ernment stepped in again, to aid
AIG. The U.S. provided a loan of as
much as $85 billion. Half of that had
been tapped by the middle of last
week. But the terms were onerous:
an interest rate of more than 11%
and rights to an 80% government
stake in the company.

AIG still has profitable insur-
ance lines, and some of its busi-
nesses could be sold to pay the gov-
ernment back. So that bailout may
not cost taxpayers anything di-
rectly.

With all these rescue efforts,
even if the U.S. government profits,
there is still a broader unquantifi-
able cost: whether bailing out finan-
cial institutions and markets will
create expectations for more tax-
payer support down the road when
either Wall Street or big businesses
get into trouble.

Government officials acknowl-
edge that risk. But they say taxpay-
ers are being helped in the long run
because stronger financial markets
will translate into more economic
growth and higher tax revenue.
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Taxpayers face the
risk of losing some of
the $700 billion, but
could turn a profit.

Personal consumption 
expenditures in the U.S. , 
change from a month earlier

Note: Adjusted for inflation

Source: U.S. Bureau of Economic Analysis
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