
EU banking rules will be re-
vised as the bloc struggles
with its spate of bank failures.
It will propose changes to in-
clude creating groups of na-
tional regulators to supervise
banks doing business across na-
tional borders. Page 1

n RBS shares fell 13% in Lon-
don amid jitters that it could
have a hard time swallowing
its piece of ABN. Page 3

n Citigroup set a deal to buy
Wachovia’s banking operations
for $2.1 billion in stock. The U.S.
government agreed to absorb
some future losses. Page 36

n U.S. stocks plunged 7% as
the House rejected the pro-
posed rescue plan. European
shares tumbled on the wave of
bank bailouts. Nymex crude oil
dropped 9.8%. Pages 19, 20

n The U.S. Fed faces further
pressure to take more steps to
deal with the financial crisis,
following the House’s rejection
of a bailout plan. Page 2

n MUFG said it sealed a deal
to acquire a 21% stake in Morgan
Stanley for $9 billion. Page 2

n European supermarkets are
targeting discount-hungry shop-
pers with store-brand groceries
and special low-price stores
call “hard discounters.” Page 4

U.S. lawmakers defeat bailout package
Vote stuns markets
already in turmoil;
next, a revised bill?

Crisis deepens
in bank sector
across Europe

The U.S. House dealt a stun-
ning defeat to a $700 billion
bailout bill designed to rescue
the country’s financial system,
despite Bush’s call to send a
“strong signal” of confidence to
markets. The package faces an
uncertain future, though party
leaders on both sides are sure
to consider revising it. Pages 1, 14

n Eleven European tourists and
eight guides were rescued by
Egyptian and Sudanese troops in
an assault on kidnappers near
Sudan’s border with Chad. Page 10

n A car bomb hit a military
bus in Tripoli, Lebanon, killing
at least five people and injuring
26, nearly all soldiers. Page 10

n The U.S. attorney general
named a prosecutor to investi-
gate whether Bush administra-
tion officials violated law when
they fired nine U.S. prosecutors.

n Belarus elections that failed
to elect a single opposition law-
maker “fell short” of democratic
standards, observers said. Page 9

n U.S. and Syrian diplomats met
over the past week in New York,
in a sign of a potential thaw be-
tween the two countries. Page 9

n U.S. warships and helicopters
circled a hijacked Ukrainian ship
loaded with 33 tanks and other
weapons in the Indian Ocean.

n Pakistani forces killed 15 in-
surgents near the Afghan border.
Fighting in the area has forced
20,000 people to seek refuge in
Afghanistan, the U.N. said.

n Cadbury pulled Chinese-made
chocolate from Asian stores, and
Heinz said it will no longer use
Chinese milk in baby food. Page 6
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J F M A M J J A SReporter gives a "thumbs down" signalling 
that the vote on the financial bailout package 
failed to pass on Capitol Hill in Washington
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EU to rewrite regulation
amid latest bank failures

7 7

What’s News—
Business & Finance World-Wide

Editorial&Opinion

By Greg Hitt

WASHINGTON—The U.S. House
of Representatives delivered a
stunning defeat to legislation de-
signed to rescue the nation’s trou-
bled financial system, sweeping
aside a call from President George
W. Bush to “send a strong signal”
of confidence to markets at home
and abroad.

The 228-205 vote Monday ex-
posed deep unease among rank-
and-file lawmakers in both parties
with what would be an unprece-
dented intervention in the private
sector. The vote came as turmoil in
financial markets widened,

prompting the Federal Reserve to
inject new capital into credit mar-
kets and forcing the government-
arranged sale of Wachovia Corp. to
Citigroup Inc.

The Dow Jones Industrial Aver-
age was down 7% at Monday’s close,
while the Nasdaq Composite Index
dropped 9.1% and the Standard &
Poor’s 500-stock index shed 8.8%.

The Bush-backed package now
faces an uncertain future, though
party leaders on both sides of the
aisle are sure to consider revising
the initiative, which Mr. Bush said
Monday is needed to “keep the cri-
sis in our financial system from
spreading throughout our econ-
omy.”

After the vote, House Minority
Leader John Boehner (R., Ohio)
said there would be an effort to
bring back another bill, with fur-
ther changes.

“We’ve got to find a true middle

ground,” he said. “We need every-
body to calm down and relax and
get back to work.”

Ahead of the vote, Republican
and Democratic leaders closed
ranks around the White House, in a
display of bipartisanship that fur-
ther underscored the challenges
facing the nation.

Mr. Boehner urged lawmakers in
advance of the roll call to set aside
“what’s in the best interest of our
party,” and to instead consider the
interest of the nation. “These are
the votes that separate the men
from the boys, and the girls from
the women,” said Mr. Boehner, who
choked up as he spoke. Mr. Boehner
also made clear the vote was going
to be close, saying it “is in serious
doubt.”

Ahead of the vote, Mr. Bush and
Vice President Dick Cheney, along
with Treasury Secretary Henry
Paulson, joined in lobbying for the
bill, telephoning wavering rank-
and file Republicans. A range of
business groups, including the Na-
tional Federation of Independent
Businesses and the Business
Roundtable, also pressed lawmak-

ers in an effort to shore up support.
The measure would give Trea-

sury a $700 billion line of credit
and wide authority to buy the toxic
mortgages, securities and finan-
cial assets that are undermining
market confidence and threaten-
ing to tilt the U.S. into recession.

Under the bill, the money would
be released in installments, with

$250 billion being made available
to Treasury immediately, followed
shortly by an additional $100 bil-
lion. The final installment would
be released after the president sub-
mits a plan detailing use of the
funds, and lawmakers are given 15
days to consider a resolution of dis-
approval. Alongside the basic bail-

Please turn to page 35

The European Union’s top mar-
kets official is preparing new rules
to overhaul banking regulation
across Europe, as the Continent
struggles to deal with its own spate
of bank failures.

On Wednesday, Charlie Mc-
Creevy, the European Union’s com-

missioner for internal markets, will
propose changes that include creat-
ing groups of national regulators to
supervise banks doing business
across national borders. Such opera-
tions represent a fast-increasing
share of the continent’s banking
business.

Mr. McCreevy also will ask for

rules that force banks to set aside
more capital when they sell some of
the securitized credit products that
were at the heart of the current cri-
sis. In doing so, he joins a wave of Eu-
ropean policy makers who have sig-
naled recently they’re willing to con-
sider major supervisory and regula-
tory rule changes to bolster Eu-
rope’s financial system against fu-
ture turmoil.

Mr. McCreevy’s proposed
changes, long in the works, come in
the wake of three dramatic weekend
bank rescues that demonstrated Eu-
ropean banks’ vulnerability. The
U.K. nationalized troubled mort-
gage lender Bradford & Bingley
PLC. The Netherlands, Belgium and
Luxembourg agreed to inject Œ11.2
billion into Dutch-Belgian bank For-

Please turn to page 35

Europe’s turn
After gloating about U.S. finan-
cial ills, the old world learns it
has its own problems. Page 11
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By Joellen Perry in Frankfurt
and Alistair MacDonald in
London

A WSJ NEWS ROUNDUP

A new wave of turmoil in the Eu-
ropean banking system deepened as
institutions from Belgium to Ice-
land succumbed to government bail-
outs or crises of confidence.

European governments and
central banks rushed to the aid of
financial institutions struggling
to stay afloat amid a shutdown in
the markets on which they depend
to borrow money. In Germany, the
government and a consortium of
private banks provided a Œ35 bil-
lion ($51.15 billion) rescue pack-
age for big commercial lender
Hypo Real Estate Holding AG. In
Iceland, the government national-
ized the country’s third-largest
bank, Glitnir Banki hf, pumping in
Œ600 million for a 75% stake. And
in Russia, Prime Minister Vladimir
Putin said the government will al-
locate $50 billion—and more if
needed—to provide banks with
funds to pay back foreign loans
coming due.

Meanwhile, banks’ stock prices
fell as investors guessed which insti-
tutions would be next to run into
trouble. Shares in Belgian-French
bank Dexia SA plunged 29% in Paris
following analysts’ comments that
the company will need to carry out a
capital increase to bolster its fi-
nances. Shares in U.K. bank Royal
Bank of Scotland Group PLC fell
13% amid concerns the bank could
face difficulties similar to that of
Dutch-Belgian bank Fortis NV,
which joined RBS last year in a con-
sortium to buy Dutch bank ABN
Amro for $101 billion. RBS declined
to comment. A Dexia spokeswoman
said the company has no liquidity
problems, but it is closely monitor-
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Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 10394.92 -748.21 -6.71
Nasdaq 1983.73 -199.61 -9.14
DJ Stoxx 600 251.43 -14.49 -5.45
FTSE 100 4818.77 -269.70 -5.30
DAX 5807.08 -256.42 -4.23
CAC 40 3953.48 -209.90 -5.04

Euro $1.4432 -0.0165 -1.13
Nymex crude $96.37 -10.52 -9.84
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VO L . X X V I N O . 170  T U E S DAY, S E P T E M B E R 3 0, 2 0 0 8Citigroup to buy Wachovia bank operations
Deal for $2.1 billion
includes backstop
by U.S. government

THE FINANCIAL CRISIS

By David Enrich,

Marshall Eckblad

And Donna Kardos

Citigroup Inc., trying to capital-
ize on the chaos swirling through
the U.S. banking industry, agreed to
acquire Wachovia Corp.’s banking
operations for $2.1 billion in stock.
The deal includes taking on a moun-
tain of shaky mortgages, with the
U.S. government agreeing to absorb
a portion of the future losses on
more than $300 billion of Wachovia
assets.

The purchase was hammered out
before dawn Monday, with banking
regulators pushing the deal by using
the provision to backstop New York-
based Citigroup on loan losses at
Wachovia, of Charlotte, N.C. The ex-
traordinary level of government in-
volvement, similar in some ways to
the structure of March’s shotgun

marriage between Bear Stearns Cos.
and J.P. Morgan Chase & Co., shows
how proactive U.S. officials are be-
ing in pushing for stronger firms to
acquire all or parts of stricken finan-
cial-services companies.

The Federal Deposit Insurance
Corp. agreed to provide “loss protec-
tion” in connection with about
$312 billion of mortgage-related
and other Wachovia assets, Citi-
group said. Citigroup also is assum-
ing $53 billion of Wachovia debt.

Citigroup shares fell 4.7%, or
95 cents, to $19.20 in late-afternoon
New York Stock Exchange compos-
ite trading. Wachovia shares
plunged 82%, or $8.16, to $1.84.

Meanwhile, National City Corp.,
which investors began eyeing last
week along with Wachovia as one of
the credit crisis’s next potential vic-
tims, hit a fresh intraday low of
$1.25 and was recently down 57% to
$1.59 after dropping 26% Friday.
Shares of Sovereign Bancorp Inc.
lost more than half of their value, as
investors continue looking for the
next banks that may succumb to the
credit crunch.

National City spokeswoman Kris-

ten Baird Adams said Monday that
the company has “no plan, intention
or need to raise additional capital,
or the need to undertake any partic-
ular transaction because of insuffi-
cient capital.”

The FDIC said the Wachovia deal
was reached in concurrence with it,
the Federal Reserve Board and the
U.S. Treasury Department.

“On the whole, the commercial
banking system in the U.S. remains
well capitalized,” said Sheila Bair,
chairwoman of the FDIC.

The FDIC said the move was nec-
essary to “avoid serious adverse ef-
fects on economic conditions and fi-
nancial stability.”

For Citigroup, it is a rapid trans-
formation from one of Wall Street’s
biggest losers to a “pillar of
strength,” as top executives began
calling the company this month,
and a testament to the torment
sweeping the banking sector.

Over the past year, Citigroup has
racked up more than $40 billion in
write-downs and other losses stem-
ming from the mortgage meltdown.
The company was a leader in creat-
ing and marketing some of the ex-

otic securities that have been at the
heart of the credit crunch. Its stock
price has shriveled from more than
$50 early in the summer of 2007.

Citigroup is buying what the
FDIC said is “the bulk of” Wacho-
via’s assets and liabilities, including
five depository institutions, and as-
suming the company’s senior and
subordinated debt. Not being sold
are the A.G. Edwards brokerage divi-
sion and Evergreen Investments op-
erations.

The FDIC also entered into a loss-
sharing arrangement on a preidenti-
fied pool of loans under which Citi-
group will absorb up to $42 billion of
losses on a $312 billion pool of loans,
with the FDIC covering anything be-
yond that. Citigroup granted the
FDIC $12 billion in preferred stock
and warrants to compensate the
FDIC for bearing the risk.

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 company’s woes came into
sharp focus after the seizure late

Thursday of Washington Mutual.
Shares of Wachovia slumped early
Friday and ended down 27% as inves-
tors looked at it as the potential
next victim in the credit crunch.
Wachovia has tens of billions of dol-
lars in so-called option-ARMs out-
standing. The adjustable-rate mort-
gages allow some homeowners to ac-
tually increase their loans’ balance
by paying less than the full monthly
interest they owe. They have been
at the heart of surging foreclosures
and defaults.

Acquiring Wachovia would vault
Citigroup into the upper echelon of
U.S. banks. Today, Citigroup has
about 1,000 U.S. bank branches—lag-
ging behind nine other banks, in-
cluding smaller regional players
such as BB&T Corp. and National
City Corp., according to the FDIC.
Wachovia has about three times as
many U.S. branches as Citigroup.

With the addition of Wachovia,
Citigroup would boast the third-
largest network of U.S. bank
branches, trailing Bank of America
Corp. and J.P. Morgan Chase & Co.
following its acquisition of Washing-
ton Mutual Inc.
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Fed pressed to take steps
U.S. ensures cash
is available, joins
other central banks

Mitsubishi UFJ seals deal
for Morgan Stanley stake
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By Takashi Nakamichi

TOKYO—Japanese Prime Minis-
ter Taro Aso said Monday he will do
more to revive the country’s falter-
ing economy if needed, and hinted
he might even extend the deadline
for eliminating the budget deficit.

In his first keynote address to Ja-
pan’s Parliament, Mr. Aso provided
fresh indications of a shift in Ja-
pan’s economic policy.

Amid an economic slump and
ahead of general elections, Mr. Aso

is moving away from the platform of
former prime minister Junichiro
Koizumi that focused on repairing
the country’s tattered finances and
boosting its growth through re-
forms rather than fiscal spending.

An advocate of expansionary eco-
nomic policy, Mr. Aso took the reins
last week from his predecessor Ya-
suo Fukuda.

“The urgent task is to get Ja-
pan’s economy back into shape,”
Mr. Aso said in prepared remarks
for Parliament.

Aso vows action on economy

By Alison Tudor

And Aaron Lucchetti

Mitsubishi UFJ Financial Group
Inc. said it sealed a deal to acquire a
21% stake in Morgan Stanley for $9
billion.

The move comes at a time when
the Japanese are helping to recapi-
talize the U.S. financial system. Last
week, Japan’s largest brokerage
house by market capitalization, No-
mura Holdings Inc., acquired the
Asian and European operations of
Lehman Brothers Holdings Inc.,
which filed for bankruptcy about
two weeks ago.

In a reversal of fortunes, the Jap-
anese banks’ balance sheets are
strong after years of husbanding de-
posits from wealthy Japanese retir-
ees and paying down bad loans fol-
lowing the bursting of the stock-and-
real-estate bubble in the early
1990s. But with little prospect of
much growth at home, the banks are
shopping abroad while prices are
down and the yen is strengthening
against the dollar.

Morgan Stanley is hoping the in-
vestment will boost the confidence
of investors nervous about the
firm’s bets with borrowed money.
Morgan Stanley and Goldman
Sachs Group Inc. have both lured
new capital in recent days to reduce
leverage, while converting to bank
holding companies.

New York-based Morgan Stanley
has fought to remain independent.
Morgan Stanley Chief Executive
John J. Mack entered talks about a

possible merger with Wachovia
Corp. or an investment from state-
owned China Investment Corp.

Those options were eclipsed by
the idea of linking up with MUFG, the
world’s second-largest bank holding
company, with $1.1 trillion in bank de-
posits. Mr. Mack visited Tokyo last
week on a previously scheduled trip
to Asia, where he discussed the deal’s
terms with MUFG management.

The companies announced plans
for a broader alliance that could bat-
tle so-called universal banks, such
as Citigroup Inc. and J.P. Morgan
Chase & Co., that offer both commer-
cial loans and underwriting services
to large corporate clients.

MUFG, traditionally one of Ja-
pan’s most conservative banks, said
it expects to collaborate with Mor-
gan Stanley in retail banking and as-
set management, where Morgan
Stanley might aim to sell mutual
funds or advisory services to MUFG
customers. MUFG also said Monday
it had completed a cash tender offer
for the outstanding shares of San
Francisco-based UnionBanCal Corp.
that it didn’t already own.The coop-
eration between MUFG and Morgan
Stanley could eventually lead to a
broader relationship, especially if
Morgan Stanley is viewed as need-
ing a stronger partner. The deal is ex-
pected to close within a few weeks,
and an MUFG representative will
join Morgan Stanley’s board.

Investment bank Lazard Frères
& Co. acted as financial adviser to
MUFG, while BlackRock provided
advice to MUFG on asset valuation.
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By Maya Jackson Randall

And Jon Hilsenrath

The U.S. House of Representa-
tives’ rejection of a $700 billion fi-
nancial-market bailout plan poten-
tially puts additional pressure on
the Federal Reserve to find solutions
for the market’s worsening crisis.

In the past year, the Fed has
sharply cut interest rates, from
5.25% to 2%, to alleviate pressure on
the economy. In addition, the cen-
tral bank has aggressively expanded
its lending powers, advancing funds
to struggling financial institutions,
including Bear Stearns Cos. and
American International Group Inc.

If the economy worsens, the Fed
could cut interest rates further,
though it is too soon to say if the Fed
is prepared to take that step.

Before the House vote Monday,
Fed officials already had taken addi-
tional steps to ensure that financial
institutions would get the cash they
needed to run their operations.

The Fed said it would double the
size of its so-called Term Auction Fa-
cility designed to help cash-
strapped banks, to $300 billion. It
will also expand its swap facilities
with other central banks, aimed at
sending dollars abroad, by $330 bil-
lion to $630 billion.

“The Fed is stepping in as a coun-
terparty,” said Louis Crandall, an
economist with Wrightson ICAP.
“They’re replacing bank funding.”

Interbank lending markets have
been under worsening strain for
weeks. For example, interest rates
on three-month interbank loans
have soared to more than two per-
centage points above the federal-
funds rate, the central bank’s bench-

mark overnight lending rate—more
than twice as high as it was during
the market turmoil six months ago
when Bear Stearns nearly collapsed.
In normal times, there is no differ-
ence between these two interest
rates.

“In response to continued
strains in short-term funding mar-
kets, central banks today are an-
nouncing further coordinated ac-
tions to expand significantly the ca-
pacity to provide U.S. dollar liquid-
ity,” the Fed said in a morning news
release. “Central banks will con-
tinue to work together closely and
are prepared to take appropriate
steps as needed to address funding
pressures.”

The Fed said dollar funding rates
abroad “have been elevated relative
to dollar funding rates available in
the United States.” And that reflects
“a structural dollar funding short-
fall” outside of the U.S., it said.

The initiatives it announced
Monday are aimed at boosting cen-
tral banks’ capacity to provide dol-
lar funding. “This should help to im-
prove the distribution of dollar li-
quidity around the globe,” it said.

The Fed said it would increase
the size of the 84-day Term Auction
Facility auctions to $75 billion per
auction from $25 billion, starting
with its Oct. 6 auction. It also an-
nounced two forward TAF auctions
totaling $150 billion that will be held
in November. Thirdly, it announced
an increase in swap authorization
limits with central banks around the
globe, including the Bank of Canada,
Bank of England, Bank of Japan, Dan-
marks Nationalbank, European Cen-
tral Bank, Norges Bank, Reserve
Bank of Australia, Sveriges Riks-
bank, and Swiss National Bank.

The swap lines will now total
$620 billion, compared with $290
billion previously.
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Cross-border crisis?
Europe's big banks are doing more business across the continent, making crisis 
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U.S. bailout bill fails in vote

tis NV on Sunday, after its shares
were down 71% on the year. The Ger-
man government confirmed Mon-
day that it and a consortium of com-
mercial banks will provide a Œ35 bil-
lion rescue package for real-estate
lender Hypo Real Estate Holding
AG.

While policy makers earned
praise for their swift interventions,
the rescues are stoking debate
about how well-prepared the 27-na-
tion EU is to handle the collapse of a
big bank whose business crosses
borders. In 2006, Europe’s 15 big-
gest listed banks by market value
held 24% of their assets in European
countries outside their own, up
from 11% in 1997, according to Brus-
sels-based think tank Bruegel.

Though 15 European nations
share a currency and a central bank,
most aspects of banking regulation
remain the province of national au-
thorities. The regulatory patchwork
leaves pan-European banks account-
able to many different national regu-
lators. Vague, nonbinding agree-
ments govern how authorities will
interact in a crisis.

Critics of the current system say
the weekend’s rescues offer little
proof that future crises will be re-
solved smoothly. “Under the circum-
stances, [the Fortis interventions]
went well,” says Wim Fonteyne, a se-
nior euro-zone economist at the In-
ternational Monetary Fund. “But no-
body should draw too many reassur-
ances for other cases. It’s not easily
transferable to other banks.”

Belgium, the Netherlands and
Luxembourg have close historical
and political ties, and Belgium and
Holland already have a bilateral
agreement outlining how they
might react if a cross-border bank
got into trouble. The EU advocates
more such agreements, amid a grow-

ing recognition that European
banks’ increasing cross-border
stakes mean some may have be-
come not only too big to save, but
also too big to fail. As of June 30 this
year, Fortis’s assets totaled Œ974 bil-
lion. The gross domestic product of
Belgium, where the conglomerate is
based, was Œ331 billion in 2007.

“Fortis is so large that the Bel-
gian government would not be able
to save it by itself if it was to fail,”
says Rosa Lastra, professor of Inter-
national Financial and Monetary
Law at the University of London,
who believes European govern-
ments should set out in advance just
how much of the bill they’ll foot if a
cross-border bank goes bust. While
U.S. law makes it clear the Treasury
and taxpayers will shoulder the bur-
den of bailouts, “in Europe, the fis-
cal responsibility is unclear, and bur-
den-sharing is difficult to negotiate
after the fact.”

Mr. McCreevy’s proposals aim,
in part, to solve the problem of what
happens when a bank with cross-
border business goes bust. In his su-
pervisory groups, representatives
from each country in which such
banks operate would be tasked with
sharing information, discussing
risks and coordinating policy in the
event of problems at that bank.

In a bid to apply lessons learned
from the crisis to date, people famil-
iar with the matter say Mr. Mc-
Creevy also will ask for rules to
force banks to set aside more capital
when they sell some securitized
credit products. Under the new pro-
posals, a bank that securitized $100
million of mortgages might need to
retain a $5 million stake in that deal
and then also retain cash to cover
that $5 million, these people say.

Bankers have decried the propos-
als, saying they will increase the
price of raising debt and kill off a

market already hit by the credit
crunch. Global structured-finance is-
suance this year to date totaled
$381.8 billion, down over 80% from
the same period last year, according
to data provider Dealogic.

This has led Mr. McCreevy to nar-
row the scope of the rules so they ap-
ply just to securitization instead of
most types of debt instruments, and
to banks holding 5% of the issue in-
stead of 10%, people familiar with
the matter said.

European regulators hope the
move will realign the incentives of
sellers and buyers of securitized as-
sets. Traditionally, banks held onto
any loans they made, meaning they

remained exposed to their risks. But
in the “originate and distribute”
model that flourished before the cri-
sis, banks packaged loans into secu-
rities and sold them off to other
banks and investors, which may
have made banks more willing to
make risky loans.

Mr. McCreevy’s proposals are a
clear break with his usually more
hands-off regulatory approach. He
also will set out rules on how much a
bank can lend to any one institution
and stipulate how much cash banks
keep on hand for their daily opera-
tions. Banks such as the U.K.’s North-
ern Rock collapsed because they ran
out of cash when the markets they

used froze.
If okayed by other European

Commissioners on Wednesday, Mr.
McCreevy’s proposals will go to the
European Parliament and the fi-
nance ministers of the EU countries.

Other European policy makers
also want change. Officials at the
European Central Bank, for in-
stance, want European banking su-
pervisors to share information
with one another — and the ECB —
more freely. ECB president Jean-
Claude Trichet also suggested in
testimony at the European Parlia-
ment earlier this month that the
central bank, which currently has
no access to individual banks’
books, was open to taking on a big-
ger supervisory role.

French president Nicolas
Sarkozy, who holds the rotating
presidency of the European Union
until the end of the year, has said
Europe should quickly draw les-
sons from the financial debacle in
the US and prepare for the day it is
faced with a similar crisis. Mr.
Sarkozy, who would like euro-zone
governments to have more say over
monetary policy and more leeway
over budget spending, said last
week that time had come for Eu-
rope “to rethink its rules and princi-
ples” and “challenge its own dog-
mas.” France will put forward its
own financial-regulation proposals
at an EU summit in October.

 —David Gauthier-Villars in Paris
contributed to this article.
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EU scrambles to revise its rules amid latest bank failures

Reserve investors forced to wait
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out, the bill would require Trea-
sury to establish an insurance-
based program to buy bad assets,
under which participating institu-
tions would be charged a premium
and given access to a fund that
would also be used to help finance
the bailout.

The Bush administration is hop-
ing financial markets will stabilize,
as bad assets are pulled under the
government’s wing. Under the legis-
lation, troubled banks and invest-
ment firms would qualify for gov-
ernment assistance, as would pen-
sion plans, local governments and
small banks.

The measure was brought to the
House floor after several days of
sometimes testy negotiations, and
a marathon series of talks over the
weekend. The effort was spurred
by Mr. Bush’s surprise declaration
more than 10 days ago that the fi-
nancial architecture of the country
was faltering, and in need of imme-
diate repair.

For rank-and-file lawmakers,
the vote forced upon them pro-
duced anger and soul-searching
about the economic and political
costs of the bailout, and a difficult
choice: whether to safely vote no
on an issue unpopular with voters
or swing behind a measure the na-
tion’s top economic leaders insist
is needed to avoid a recession.

Across the Capitol, there was an
overwhelming sense that deci-
sions made on the plan would be ca-
reer defining. “There is no extra

courage to go around,” said Rep.
Jim Cooper (D., Tenn.).

Many lawmakers said they
weren't willing to go out on a limb.
Rep. Lynn Woolsey (D., Calif.) said
there still were “major questions
unanswered” about the need for a
bailout. She said Wall Street isn’t
being asked to pony up enough to
fund the rescue, and voiced doubts
about whether the Bush adminis-
tration—which engineered a series
of earlier market interventions, in-
cluding the takeover of Fannie Mae
and Freddie Mac—should be
trusted this time around.

“President Bush and Secretary
Paulson have been wrong from the
start about just about everything,”
she said.

Concern about the package was
deepest among House Republi-
cans, especially conservatives trou-
bled with the cost and scope of the
powers that would be granted Trea-
sury. Negotiators tried to accom-
modate those concerns, adding in
the insurance proposal, as a way to
bring a more free-market patina to
the bill.

But many Republicans still
found the measure difficult to sup-
port. Rep. Jeb Hensarling (R.,
Texas) said he understands the
“grave situation that every Ameri-
can will face should our credit mar-
kets freeze,” but warned the bail-
out would fundamentally change
the role of government in the econ-
omy. “I cannot in good conscience
support this legislation,” he said.

Continued from first page

By Shefali Anand

Al DiTullio, a real-estate broker,
has seen his business pummeled by
the housing-market crash and his
stock investments in companies like
Fannie Mae, Lehman Brothers Hold-
ings Inc. and American International
Group Inc. wiped out. Now, he can’t
get at $51,000 in savings because of
the meltdown at Reserve Manage-
ment Corp., the money manager.

The 40-year-old widower from
Drexel Hill, Pa., is late on paying his
eight-year-old daughter’s school tu-
ition fees of $2,200, and is increas-
ingly worried about a mortgage pay-
ment on Oct 1. “I am in a dire circum-
stance, and nobody seems to care or
be able to help,” he says.

On Sept. 16, Reserve Management
said that the net asset value of a $1
share in its $62 billion Primary Fund
had fallen to 97 cents, making it the
first money-market fund to break the
buck since 1994. But two other Re-
serve funds, including Reserve Yield
Plus, where Mr. DiTullio has his cash,
have posted losses. And many of Re-
serve’s nearly two dozen different
funds, even those that haven’t experi-
enced losses, have stopped or delayed
investors from pulling out cash.

In materials posted on the Reserve
Web site, the firm says investors in
funds other than Primary Fund and
the previously $10 billion U.S. Govern-
ment Fund will get their money back
“no later than the seventh calendar
day after the redemption request has
been received.” But some investors,
like Mr. DiTullio, say they have been
forced to wait more than seven days
and aren’t sure when they will get
their money back. A spokeswoman
for Reserve declined to comment.

The Reserve debacle is the latest
instance in which investors have had
trouble exiting from investments
pitched as cashlike. Thousands of in-
vestors were stuck in auction-rate se-

curities. These are long-term debt in-
struments, but their interest rates re-
set over short time periods, such as
seven or 35 days, and investors could
withdraw their cash at those inter-
vals. Because of the credit crunch, this
market froze up in February. Recently,
under regulatory pressure, large com-
panies such as Citigroup Inc. and UBS
AG said they would buy them back.

Problems at Reserve Primary
Fund were exacerbated by redemp-
tions from investors, totaling two-
thirds of the fund in just two days.
That, along with the fund’s invest-
ment in Lehman, which filed for bank-
ruptcy, caused it to break the buck.

Investors pulled $169 billion out of
the money-fund universe in the week
ended Sept. 17, according to the Invest-
ment Company Institute. Such large
redemption requests led to the shut-
down of another fund recently, Put-
nam Prime Money Market Fund (In-
stitutional). This fund didn’t break
the buck, and has now been absorbed
by Federated Prime Obligations
Fund. Redemptions eased last week,
following the U.S. government’s
pledge to insure money-market funds.

Now some brokers who sold Re-
serve Primary Fund are trying to calm
investors by saying they will cover up
to a 3% loss in the fund. These include
TD Ameritrade Holding Corp.,
Ameriprise Financial Inc. and Ferris,
Baker Watts Inc., a unit of Royal Bank
of Canada.

But many other investors say they
are being left out in the cold. For in-
stance, TD Ameritrade’s offer to cover
losses doesn’t extend to the Reserve
Yield Plus fund. This fund isn’t a
money-market fund, but investors say
it still was pitched as safe by Ameri-
trade. In an interview, Fred Tomczyk,
Ameritrade’s chief operating officer,
said investors in this fund “take all the
rewards and risks.”

A majority of the nearly $1 billion
in Reserve Yield Plus as of July 1 was

owned by TD Ameritrade on behalf
of its clients, according to Securities
and Exchange Commission filings.
As of that date, another large share-
holder in the fund was a trust in the
name of Marlene Ricketts, the wife
of Ameritrade founder Joe Ricketts.
It’s not clear whether the trust is
also stuck in this fund. Scott Matter,
a spokesperson for the Ricketts fam-
ily, declined to comment.

TD Ameritrade spokeswoman Kim
Hillyer said, “We don’t have any con-
trol over when the Reserve is going to
redeem these funds.” The lockup of
money in Reserve’s various funds is
also hurting foreign investors. South
America-based Saul Sambusini, 70,
says a year ago he was offered Re-
serve International Liquidity Fund,
an offshore fund, as a place to park
cash lying idle in his brokerage ac-
count. He says an Ameritrade repre-
sentative told him it was like a money-
market fund.On Sept 16, the fund de-
clared a 9% loss, and recently its
board said it would suspend redemp-
tions. Ms. Hillyer said Ameritrade will
cover up to a 9% loss for all their cli-
ents in this fund. But that doesn’t help
Mr. Sambusini immediately, who has
nearly $170,000 invested in the fund
and can’t use the money to fund some
stocks that he bought recently.

Even investors whose funds are at
$1 net asset value are feeling the
pinch. Las Vegas resident Eric
Naroian, 45, put more than $1 million
in what his adviser said was an “ultra-
conservative and liquid invest-
ment”—Reserve Interstate Tax-Ex-
empt Fund, a municipal money-mar-
ket fund.

But when Mr. Naroian bought
some stocks and mutual funds re-
cently, he learned that Reserve didn’t
redeem money from the tax-exempt
fund to pay for his purchases as he in-
tended. Instead, his brokerage ac-
count now shows he has taken out a
margin loan to pay for the stock.
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Burden of ABN Amro deal weighs on RBS
Shares decline 13%
after Fortis bailout
causes investor jitters

THE FINANCIAL CRISIS

By Sara Schaefer Muñoz

LONDON—It seemed like a good
idea at the time.

Royal Bank of Scotland Group
PLC, Fortis NV, and Banco
Santander SA may be feeling some
serious buyer’s remorse a year after
completing the biggest banking
deal ever, their $101 billion acquisi-
tion of ABN Amro Holding NV.

On Monday, almost a year to the
day after the deal wrapped up, For-
tis was forced to accept a govern-
ment bailout that requires it to sell
much of its stake in the Dutch bank-
ing giant.

RBS shares fell 13% in London
Monday amid jitters that, like For-
tis, it too could have a hard time
swallowing its piece of ABN.

“The deal’s been little short of di-
sastrous,” said Alex Potter, an ana-
lyst with the investment bank Col-
lins Stewart. “They timed it horribly
and paid too much.”

At the time the deal was struck
last year, just before the onset of the
credit crunch, it seemed like a risky,
but potentially, transformative inno-
vation. By banding together, the
three banks managed to pull off a
deal none could have done on their
own. They defeated Barclays PLC af-
ter a seven-month battle that pulled
in banks in the U.S. and Asia as well
as a legal dispute that went to the
Dutch supreme court.

ABN Amro “will make all of our
businesses stronger than they have
ever been,” the three banks’ chief ex-
ecutives said in a joint statement a
year ago on inking the deal.

Today, though, as they face a
deepening seizure in the markets
they depend on for funding, the bur-
den of their victory weighs heavily.

Bank acquisitions are always
tricky because it is hard to meld op-
erations from people to computer
systems. With ABN, it has been even
trickier because the buyers needed
to separate the bank first and sell
some assets to comply with Dutch
law.

Today, much of ABN is still oper-
ating separately, awaiting approv-
als on its final breakup from Dutch
regulators, among other factors.
That makes it easier for Fortis to
sell its pieces. For RBS, that means
it could take until the end of next
year to integrate its ABN stake, an
RBS spokeswoman says.

The only buyer to come out well
is Spain’s Santander. It picked up
ABN units that were easier to de-
tach, separate, and fit better with its
core business. It bought ABN’s Ital-
ian and Brazilian operations for
Œ19.9 billion ($29.1 billion). The Bra-
zilian operations more than dou-
bled Santander’s footprint there.
The bank quickly sold the bulk of its
Italian acquisition, Banca Antonven-
eta, for a profit of roughly Œ2.4 bil-
lion and plans to sell the rest its op-
erations there for roughly Œ1 billion.

As banking shakes out globally,
Santander is now considered a po-
tential acquirer. It looked at Wacho-
via Corp. before Citigroup Inc. ac-
quired assets of the troubled U.S.
bank. On Monday, it agreed to buy
the branches and deposits of Brad-
ford & Bingley PLC as part of the
U.K. government’s plan to national-
ize the troubled mortgage lender,
adding to its recent agreement to

buy U.K. bank Alliance & Leicester.
Analysts say it could look at buying
some of Fortis’s stake in ABN.

A Santander spokesman de-
clined to comment.

Fortis, a Dutch-Belgian bank and
insurer and the smallest of the three
buyers, has struggled the most. Buy-
ing ABN’s private bank, Dutch retail
operations and asset-management
arm for Œ24 billion was supposed to
transform Fortis from a midtier in-
stitution into one Europe’s largest
private banking operations.

But on Monday it said it would
sell the bulk of its stake in ABN in ex-

change for a government bailout.
The Netherlands, Belgium and Lux-
embourg agreed to inject Œ11.2 bil-
lion into the struggling bank, after
potential buyers France’s BNP
Paribas SA and Dutch financial firm
ING Groep NV walked away.

ING is still interested in buying
Fortis’s international private bank-
ing unit and its Dutch retail-banking
unit, according to people familiar
with the matter. Analysts expect For-
tis to sell those assets at well below
what it paid ABN for them.

“We still think that strategically
this was a logical deal. But in hind-

sight, you could question the timing
and the price,” a Fortis spokesman
said Monday.

RBS was in good shape before the
deal. Hoping ABN’s operations
would propel its U.S. expansion, RBS
Chief Executive Fred Goodwin
helped pull together Santander and
Fortis to bid. Instead, RBS ended up
with ABN Amro’s corporate bank,
which has been hit hard by the credit-
market turmoil. Stretched for fund-
ing, RBS was forced to raise £12 bil-
lion ($22.1 billion) in capital in June
by selling shares to existing share-
holders at a discount, in a so-called

rights offering.
Mr. Goodwin was confident

about the purchase in a statement
at the bank’s half-year results in
early August. He said integration
was ahead of schedule, and expects
eventual cost-savings and revenue
benefits of £1.6 billion per year. The
bank has said that it is happy with
the quality of the underlying ABN as-
sets.

A spokeswoman referenced Mr.
Goodwin’s remarks and declined to
comment further Monday.

—Dana Cimilluca
contributed to this article.

AT SKYTEAM, WE OFFER ELITE PLUS

MEMBERS GUARANTEED ACCESS TO

OUR FLIGHTS EVEN WHEN THEY ARE FULL.
SkyTeam guarantees a seat on all long haul flights for our Elite Plus members up to

24hrs before departure, even when the flight is full. To find out more please visit

www.skyteam.com

T H E WA L L ST R E ET JOU R NA L . TUESDAY, SEPTEMBER 30, 2008 3

THE MART
AUCTIONS

BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITIES BUSINESS OPPORTUNITIES

BUSINESS OPPORTUNITIES

BUSINESSES FOR SALE

CAPITALWANTED

BANKRUPTCIES

MACHINERY & EQUIPMENT

TRAVEL

PARTNERWANTED
Trading platform. Very high

returns in ANY market condition.
duke1342@hughes.net or

(573) 372-0948
Principals Only!

REPRESENTATIVE-WEB BASED
National firm seeks representatives nationwide.

No competit ion. Work from home. Ful l

Time/Part Time. 100K + potential income.

Please Fax resume to:

561-697-8370

SWISS SERVICES
l Banking
l Relocation
l Real Estate
l Residency
l Trading opportunities
l Highly professional,

tailored consultancy
Contact:

info@swissprosperitygroup.com
Tel: 0041 227160160
Fax: 0041 227160161

Cash Flow
Oil and Natural Gas Production

Contact: Kevin Boyles - Team
Resources, Inc. 800.525.9908
kboyles@teamresources-inc.com

Working Interest in five
producing newer wells. Steady Production
Average net monthly income of $12,000+

Asking $450,000
100% - fractional OK

No Operations / Brokers Please

Fixed Returns of:
14 - 16% Annually
§ Interest paid quarterly

§ 135% secured by real estate
§ Superb for IRA’s & pension plans
§ Less vulnerable than stocks

§ Bonded and Insured
Keystone State Capital Corp.

888-828-9916

www.store-within-a-store.com
Our site brings together specialty

retailers w/leading vendors offering complete,
proven retail opportunity.

View it - it's absolutely free!
www.store-within-a-store.com

by the EriAm Company
Tel: 561-241-1617

office@store-within-a-store.com

CaribbeanMarine Business
Marine parts-service business & standby power
located in the BVI. High net profit w/ low tax
rate. Turnkey w/ retiring owners assistance.
Large inventory incld. Solid, appreciating
investment. $3.9M.

schlasinger@earthlink.net
612-619-5782

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

HIGH-END AUTO SVC & REPAIR
BUSINESS + NAT'L RETAIL INTERNET

AUTO PARTS STORE
REAL BUSINESS providing essential goods &
services to consumers. Highly reputable auto
repair business + state of the art e-commerce.
Owner wil l train. Mgmt/Staff in place.
Huge upside. Recession resistant. Colorado.
$1.4M. 303-462-1693

U.S. Cutting Tool Mfg.
World class. Export S.A. Canada and
Europe. Growing fast. Highly efficient

with quality products.
2 patents & 1 pending.

Email to:
info@nbicorp.com

Three unique entertainment venues located in
Las Vegas, Nevada. All properties include Fee
simple real estate with all Improvements,
on going business interests. To request a
Confidential Property Profile please contact:

lventertainmentportfolio@gmail.com

Las Vegas Entertainment Portfolio

Principal Secured!
Limited Positions

Available
1-210-745-0571

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

BrokersWelcome

30% (PLUS)
Potential

Annual Returns

Animated TV series, films, two-minute shorts,
and cartoons, children series and crime available.
Tax credit against ordinary income, preferred

return, capital gains
Arthur@apulitzermedia.com

718-803-3280

Tax Advantages - Investor
TV Series

Experienced developer offering equity
positions in new projects in Austin & San
Antonio. These markets offer exceptional
opportunities for qualified investors.

Call (512) 249-6062 or email
info@emerge-re.com

STRONG CENTRAL TEXAS
REAL ESTATE DEVELOPMENTS
READY FOR EQUITY INVESTORS

Brand New $30K.
Several units left from

never opened Copy center.
$3,995/delivered

HIGH SPEED OFFICE COPIER

352-257-3600
TOLL FREE 877-736-5091

www.copierinfo.biz

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

(212) 201-1824
WEWILL NOT BE UNDERSOLD

COOK
An American
Express Rep.

34 TUESDAY, SEPTEMBER 30, 2008 T H E WA L L ST R E ET JOU R NA L .



T
HE U.S. govern-
ment is about
to offer billions

of dollars to auto
makers. The funds
will force big
changes because
they are targeted to
subsidize the produc-
tion of cars with

technology to reduce oil consumption.
That means that to get the money, Detroit’s Big

Three will have to stop showing off prototypes of
high-technology vehicles and start building them.

They seem to be prepared to do this.
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V
ODAFONE
Group PLC ap-
pointed heads

for two new emerg-
ing-markets divisions,
sealing new Chief Ex-
ecutive Vittorio Co-
lao’s top-management
structure after a
shake-up this month.

The mobile operator’s former U.K. chief, Nick
Read, will run the Asian-Pacific and Middle East
business, while Morten Lundal, formerly head of the
Middle East and Africa operations, will run Central
Europe and Africa.

The move also put control of the U.K. company’s
U.S. joint venture Verizon Wireless in the hands of
the CEO, finance chief and strategy director.
 —Kathy Sandler
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er
s

WSJ.com subscribers can read
Joseph White’s Eyes on the Road column
at WSJ.com/Autos.

‘Hard discount’ stores take off
As food prices climb,
more shoppers flock
to cheaper groceries

I
NBEV SA share-
holders approved
the company’s

takeover of U.S. brew-
ing giant Anheuser-
Busch Cos. and a capi-
tal increase to finance
the acquisition.

The $52 billion
deal would create the

world’s largest brewer by volume and combine the
Budweiser, Michelob, Stella Artois and Beck’s brands.

Shareholders also approved changing the compa-
ny’s name to Anheuser-Busch InBev, the appoint-
ment of Anheuser-Busch Chief Executive August
Busch IV to the enlarged company’s board and a cap-
ital increase of as much as Œ10 billion, or about $15
billion. The deal is to be financed with $45 billion
of debt. —Matthew Dalton

Vodafone selects leaders
for emerging markets
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E UROPEAN SHOPPERS, hit by
rising prices and stagnant sal-
aries, are hungry for cheaper

groceries. Major supermarkets are
responding by allocating less shelf
space to international brands and
more to store brands, often at half
the price. Some retailers are going
even further, opening no-frills
“hard discount” stores that display
products in their cardboard deliv-
ery boxes.

The movement is reshaping Eu-
ropean retailing. Upscale stores

such as Britain’s Marks & Spencer
Group PLC, which is a major food
seller in addition to operating de-
partment stores, are losing sales.
Supermarket chains, such as
France’s Carrefour SA and Tesco
PLC in Britain, are developing
cheaper product lines. And sales of
major brands such as those of
Danone SA and Unilever are under
pressure in Europe.

Though many American super-
markets also sell house brands,
they are far more prevalent in Eu-
rope. Store brands account for
some 22% of sales in Europe com-
pared to 16% in the U.S., according
to market-research firm Euromoni-
tor International. The spread of
hard discount stores is even more
striking: They accounted for 10.5%
of grocery distribution in Europe
last year, compared to just 1.6% in
North America, according to Planet
Retail, another market-research
firm.

The danger for international
food companies is that the dis-
counters will make European con-
sumers expect lower prices and
“fundamentally change the retail
landscape,” said Martin Deboo, a re-
tail and food analyst at Investec Se-
curities Ltd. in London.

Louise Allouche, a 42-year-old
mother of three living outside

Paris, said she monitors her gro-
cery bill more carefully after a year
of rising prices. One strategy: She
has begun to shun some name-
brand products in favor of store-la-
bel ones. “Frankly, there is little dif-
ference,” she said recently outside
a Carrefour supermarket. “The laun-
dry detergent cleans the clothes
and the milk tastes the same. Over-
all, I find supermarket brands much
more price competitive.”

The largest supermarkets are
obliging. Carrefour and Tesco as
well as Groupe Casino SA in France
are expanding their own-brand
wares, providing cut-price ver-
sions of products such as Kellogg’s
Corn Flakes and Heinz ketchup. In
July, Carrefour Chief Executive
Jose Luis Duran said the company
had recently seen a “severe” drop
in sales of major labels, but that
“home-brand labels continued very
well.”

The strategy contrasts with that
at most low-price U.S. retailers.
Wal-Mart Stores Inc., for example,
has a smattering of house brands in
its grocery aisles but largely holds
down prices for name-brand goods
by driving down what it pays suppli-
ers.

Hard-discount stores, mean-
time, could represent one of the big-
gest grocery upheavals since the
rise of supermarkets decades ago.
These chains offer no-frills shop-
ping and typically just 900 to 1,600
products, which are mostly store
brands. That compares with more
than 20,000 products in large su-
permarkets. Having fewer prod-
ucts reduces the cost of buying,
packaging, transporting and dis-
playing the goods. The stores also
charge for plastic shopping bags
and keep staff numbers low.

Schwarz Group’s Lidl and Aldi
Einkauf GmbH, both German firms,
pioneered the business, and have in
recent years ventured across Eu-
rope, especially to France and the
U.K. Aldi has 375 stores in the U.K.,
and plans to open 1,100 more there
over the next five years. (Aldi also
has expanded in the U.S., where it
has more than 950 stores.)

Others are following the model.
Casino has been aggressively ramp-
ing up its existing hard discount
chain, Leader Price. It packages its

products in more basic wrapping
than international brands and
doesn’t advertise. “Hard discount
is a well-adapted response for peo-
ple who are worried about the econ-
omy,” said Jean-Charles Naouri,
Groupe Casino’s chairman and
chief executive.

In France, hard discount now ac-
counts for 15% of the grocery mar-
ket, up from 10% five years ago, ac-
cording to banking company In-
vestec. A new retail law in France is
expected to hasten store openings
by removing some of the limits on
development.

The trend is producing contrast-
ing results at retail concerns. In the
U.K., Aldi’s sales rose 21% in the 12
weeks ending Sept. 7 from the year-
earlier period, according to re-
search firm Taylor Nelson Sofres
PLC. But the upmarket Marks &
Spencer chain says its U.K. sales
fell 0.5% in the 13 weeks to June 28,
the latest figures available.

Tesco, preparing to do battle
with hard discounters, earlier this
month began selling 350 new cheap
products under its own brands, in-
cluding tea bags, cookies and sham-
poo. “If there is a war, we will win
it,” said Tesco’s commercial direc-
tor, Richard Brasher.

Though the current economic
downturn is encouraging hard dis-
count, the trend won’t be fleeting,

predicted Nirmalya Kumar, profes-
sor of marketing at London Busi-
ness School. Having studied shop-
ping trends in recessions, he esti-
mates that about half of Aldi’s new
customers will stay even when the
economy improves. “After trying
Aldi and Lidl, they say: ‘These peo-
ple are not that bad,’” he said.

The losers could include the big
international food producers,
which spend billions marketing
branded products that sell at
higher prices. At Aldi, only 5% to 7%
of products are well-known brands,
retail analysts say. The proportion
at Lidl is higher—25% to 35%—but
it only stocks the most popular
items like Unilever’s Hellmann’s
mayonnaise and Procter & Gamble
Co.’s Ariel laundry detergent. Casi-
no’s Leader Price’s shelves feature
no well-known brands.

Still, some consumers simply
like particular brands, and say
they’ll continue to buy them. Lionel
Baguudy, a 43-year-old Parisian se-
curity guard, said he buys Carre-
four store-brand milk but can’t re-
sist mango-flavored Activia yo-
gurt, made by Danone. And his
three teenage children insist on
pasta made by Italy’s Barilla
Group.

“The problem is that the kids
love branded food,” he says. “I have
to feed them and they eat a lot.”

7
TELECOMMUNICATIONS

By Luca Di Leo

ROME—Alitalia SpA got final
clearance Monday for a government-
engineered privatization after the
last two labor unions agreed to the
rescue plan.

Avia and SDL, which represent
flight crew and ground staff, joined
the struggling airline’s seven other
unions in backing a plan under
which a group of domestic investors
are set to invest Œ1 billion ($1.46 bil-
lion) for Alitalia’s viable assets, in-
cluding airport slots and newer
planes, and merging them with Ital-
ian carrier Air One SpA.

The airline’s key pilots union
agreed to the plan last week after
the investors made concessions, in-
cluding on salary levels and contrac-
tual benefits.

The group of 16 investors—led
by businessman Roberto Colaninno
and including the Benetton family
and Intesa Sanpaolo SpA, one of Ita-
ly’s largest banks—must now pick a
foreign partner for Alitalia, with at-
tention focused on Air France-KLM
SA or Deutsche Lufthansa AG.

Welfare Minister Maurizio Sac-
coni on Monday said the Franco-
Dutch carrier and the German air-
line had equal chances of becoming
Alitalia’s partner. Alitalia is a mem-
ber with Air France-KLM in the in-
ternational SkyTeam marketing alli-
ance, while Lufthansa is a partner of
Air One in Star Alliance.

An Air France-KLM spokeswoman
declined to comment, and Lufthansa
couldn’t be reached to comment.

The deal could still face scrutiny
from the European Union on
whether competition rules were vio-
lated and if Alitalia benefited from il-
legal state aid.

Mr. Colaninno and his allies are be-
ing aided by government measures
that allow for Alitalia’s Œ1.2 billion in
debt to be taken on by the state and
the suspension of competition rules
so that Alitalia would continue to op-
erate an effective monopoly on the lu-
crative Rome-Milan route.

Alitalia’s future had been in
doubt after unions originally re-
jected the rescue plan.
 —Elisabetta Rovis

contributed to this article.

Alitalia unions
clear way for sale
to investor group
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Pricing up
Cost comparison of internationally and store-branded products, in euros

Named brand  

Lactel skimmed milk, 1 liter 

Heinz tomato ketchup,  700g  

Danone Activia Nature , 4-pack  

Kelloggs Cornflakes, 500g  

Fairy Washing Up Liquid, 500ml  

Store brand 

Skimmed milk, 1 liter

Oak Lane ketchup, 730g

Bifidus Nature, 4-pack

Country Barn Cornflakes, 500g

Daisy Washing Up Liquid, 500ml 

Price 

1.10 

2.41* 

1.44 

2.13* 

1.24* 

Price 

0.85 

0.75* 

0.95 

0.95* 

0.75* 

* Converted to euros at current rate
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Loans for U.S. car makers
promote fuel-efficiency

By Christina Passariello and
Max Colchester in Paris; Aaron
O. Patrick in London

InBev’s shareholders
approve Anheuser deal
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Banking crisis deepens in Europe

Ping An feels Fortis woes
Insurer’s 4.9% stake
in bank stirs concern
amid bailout plan

THE FINANCIAL CRISIS

ing the situation.
The moves came after a weekend

of frantic activity in which top gov-
ernment officials scrambled to de-
cide the fates of Fortis and U.K. mort-
gage lender Bradford & Bingley
PLC. On Monday, the U.K. govern-
ment laid out the details of a nation-
alization plan for B&B, which will
see its branches and deposits sold to
Spanish bank Banco Santander SA,
while taxpayers will take control of
some £50 billion ($92 billion) in
mortgages and other loans. The gov-
ernments of Belgium, Luxembourg
and the Netherlands agreed to in-
ject Œ11.2 billion into Fortis late Sun-
day night. Fortis’s shares fell 24%
Monday in Amsterdam.

The troubles in the banking sec-
tor reflect a malaise: Worries about
banks’ health are making it difficult
for them to borrow the money they
need to stay in business. Despite ef-
forts by central bankers to flood
markets with short-term loans,
banks have become reluctant to
lend to one another for periods of
greater than a day.

The tensions were evident Mon-
day in the London interbank offered
rate, a benchmark that is supposed
to reflect the short-term rates at
which banks lend to one another.
Overnight dollar Libor rose to 2.57%
from Friday’s 2.31%. That is above
the U.S. Federal Reserve’s target
overnight rate of 2%. Three-month
dollar Libor jumped to 3.88% from
3.76%. Worries about the region’s fi-
nancial resilience also hit the euro
and the British pound. The euro fell
to $1.4441, while the pound slid to
$1.8091.

Hypo Real Estate, which is one of
Europe’s largest real-estate, project
finance and local government lend-
ers, said Monday that it had been
bailed out by a consortium of Ger-
man financial institutions. The com-
pany’s trouble stemmed from its
Depfa Bank subsidiary, which was hit
by the recent seizure of short-term
lending markets. Hypo Real Estate’s
public finance operation, which is

conducted through Depfa and com-
prises just over half the entire com-
pany’s activities, depended on the
markets for 22% of its financing
needs, or Œ54 billion, at the end of
June, according to market analysts.

In a conference call with ana-
lysts, Chief Executive Georg Funke
said obtaining short-term loans had
“never been a problem” for Depfa
until the collapse of securities firm
Lehman Brothers Holdings Inc. two
weeks ago. He said the bailout
would mean the bank wouldn’t need
to seek financing for the “foresee-
able future.” Hypo’s shares fell 74%
Monday.

Glitnir was Iceland’s first nation-
alization since the credit crisis
struck last summer. The Icelandic
government said that intensified fi-
nancial-market upheaval in recent
weeks had forced its hand, and
added that Glitnir still is a solid com-
pany and it intends to sell the stake
soon. Iceland’s currency, the krona,
dropped about 4% against the euro
following the takeover, hitting its
weakest level ever at 143.53. “The
market has feared this for a long
time, and now it’s happened,” said
Bjarke Roed-Frederiksen, a Copen-
hagen economist for Nordea Bank.

Belgium’s financial regulator
Monday said that it is watching de-
velopments at Dexia, adding it is in
regular contact with the bank. The
stock has fallen as various analyst
reports have suggested the bank, a
specialist lender to municipalities,
could face further write-downs on
bad investments and be forced to
seek a capital injection. RBS ana-
lysts estimate that Dexia could face
a Œ3.7 billion after-tax impairment,
which itself would imply a Œ2 billion
rights issue. The Dexia spokes-
woman said the bank’s board held a
meeting Sunday to evaluate the im-
pact of Fortis’s troubles.

In Moscow, the new government
money comes in addition to a $120
billion rescue package the Kremlin
announced earlier this month, after
a liquidity crisis paralyzed Russian
markets. In addition to the funds for

debt repayment, Mr. Putin said he
also is pushing the central bank to
ease its lending rules to make more
money available to banks.

In the last few years, Russian
banks and companies took advan-
tage of generous credit terms in the
West and borrowed heavily for in-
vestment and other projects. Now,
many of those short-term loans are
coming due, and Russian borrowers
are finding Western credit prohibi-
tively expensive, if it is available at
all. Analysts estimate at least $50
billion in foreign debts will come
due over the next year or so.

European antitrust regulators
appear unlikely to be roadblocks to
the various bank bailout packages
emerging in recent days. In Brus-
sels, a spokesman for European
Union antitrust chief Neelie Kroes
said the investments made by Bel-
gium, the Netherlands and Luxem-
bourg in units of Fortis appear to be
at “market rates” and thus not af-
fected by the EU’s “state-aid” rules
that restrict assistance govern-
ments give to companies.

The U.K.’s nationalization of B&B
also seemed not to face any state-
aid worries. The spokesman for Ms.
Kroes, Jonathan Todd, said the U.K.
was submitting a plan for rescue
aid, a short-term measure that is
generally permitted for companies
that haven’t been bailed out before.
The U.K.’s plan includes loan guaran-
tees, which are acceptable for six
months as part of a rescue-aid pack-
age. The government said it in-
tended eventually to extend the du-
ration of the guarantees, a move
that would trigger an examination
from Brussels.

It wasn’t clear whether the EU
would get involved in the bailout of
Hypo Real Estate. Mr. Todd said the
German authorities hadn’t dis-
cussed the issue with Brussels. The
EU’s state-aid rules are aimed at pre-
venting national governments from
giving unfair advantages to home-
country companies, in violation of
the bloc’s common-market princi-
ples.

Continued from first page

By Rick Carew

HONG KONG—Shares of Ping An
Insurance (Group) Co. shed nearly
11% Monday as a bailout plan for For-
tis NV raised concerns about Ping
An’s 4.9% holding in the Dutch-Bel-
gian bank. The decline followed a
9.7% slide Friday on Fortis rumors.

Late Sunday, the governments of
Belgium, the Netherlands, and Lux-
embourg crafted a plan to each take
a 49% stake in the Fortis unit in
their jurisdictions in exchange for in-
jecting a combined Œ11.2 billion
($16.4 billion) into the financial-ser-
vices firm. That move will dilute
earnings for Ping An, China’s No. 2
insurer by premiums, from the in-
vestment.

It also throws into doubt a deal
for Ping An to pay Œ2.15 billion for
half of Fortis’s asset-management
unit, which hasn’t yet received regu-
latory approval. Chinese regulators
have been wary of approving new in-
vestments by China’s financial firms

abroad, and they aren’t likely to take
the problems at Fortis lightly.

Fortis has become the first ma-
jor continental European victim of
withering confidence in financial in-
stitutions world-wide. Investors
have been concerned that its acquisi-
tion of assets from ABN Amro have
stretched its capital base, and Fortis
also has taken significant write-
downs on subprime-related assets.

Those woes have reverberated in
Ping An’s share price, which is down
by about half since it first bought
into Fortis last November, though
that is also amid a broad selloff in
both China and Hong Kong shares
during the same period. Goldman
Sachs analysts estimate that as of
Sept. 26, Ping An has already taken
a 17.5 billion yuan ($2.56 billion) cu-
mulative loss on the investment.

Ping An tried to reassure inves-
tors that the bailout package was
the best outcome possible, under
the circumstances. Fortis was also
considering a sale of itself to Dutch
financial firm ING Groep NV or
France’s BNP Paribas SA at poten-
tially fire-sale prices. That could
have meant a near total wipeout of
Ping An’s stake.

“We welcome the governments’
proactive support toward Fortis,”

Ping An spokesman Sheng Ruisheng
said. “The move will boost its liquid-
ity, strengthen its solvency and we
believe it will help stabilize Fortis’s
share price.”

A series of multibillion-dollar in-
vestments made by Chinese finan-
cial groups and government agen-
cies last year have so far netted
mostly dismal returns. Sovereign
wealth fund China Investment
Corp. has taken significant paper
losses on stakes in Blackstone
Group LP and Morgan Stanley. An
investment by China Development
Bank in Barclays PLC has soured as
well.

Nonetheless, these equity invest-
ments are a small portion of China’s
total exposure to the U.S., which is
mostly in the form of U.S. Treasurys
and debt issued by Fannie Mae and
Freddie Mac. The bailout of the two
mortgage-security giants was struc-
tured to protect debt holders.

In Hong Kong trading Monday,
Ping An shares closed at 42.50 Hong
Kong dollars (US$5.47), down HK$5.
Its A shares didn’t trade in Shang-
hai, as the market there was closed
for a holiday.
 —Amy Or

contributed to this article.
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Nokia sticks to forecast despite slowdown
Mobile-phone maker
expects to hit target
for operating margin

By Adam Ewing

STOCKHOLM—Nokia Corp. says
it will hit its profit-margin targets
this year, even after a third-quarter
slowdown, and disclosed plans to
sell a security business unit and cut
about 700 software development
positions.

The world’s largest cellphone
maker by unit sales warned this
month that price cutting by competi-
tors would slightly reduce its global
market share on devices during the
quarter ending Sept. 30. According to
research firm Gartner, Nokia had a
global market share of 40% of all cell-
phones at the end of the second quar-
ter of this year.

But the company renewed the
goals set in late 2007 to post a
near-20% operating margin in its de-
vice and services business through
2009, up from its 2006 outlook that

saw its device business—its former
mobile-phones and multimedia units
combined—target a margin of 17%
through the end of this year. It said
the price cuts announced by its com-
petitors were “unsustainable.”

“Certain price action by those
who don’t have certain core advan-
tages might not be as long-lasting as
they By might think,” Chief Financial
Officer Rick Simonson said at a news
conference in early September. Nokia
wouldn’t comment further.

But analysts say the Finland-
based company will be hard-pressed
to meet the optimistic projections as
emerging-market and replacement
sales slow. A weaker global economy,
heightened competition and slowing
sales of highly profitable smart
phones will likely slice into earnings
and force the company to scale down
its outlook when it speaks to inves-
tors again on Dec. 4. “There’s a dis-
connect,” said Société Générale ana-
lyst Andy Perkins. “Market expecta-
tions of Nokia are inflated.”

Nokia’s shares have lost a bit
more than half their value this year to
hit a three-year low of Œ12.65
($18.49). Over the same period, the

shares of South Korean rival Sam-
sung Electronics Co. are down 7%,
LG Electronics Inc. shares are 5%
lower and shares of Taiwan-based
HTC Corp. have risen nearly 17%,
boosted by hype around its latest
touch-screen phone, which uses Goo-
gle’s new Android operating system.

But a recovery in sales and profit
may not be in the offing for some

time, because expectations for next
year don’t seem to fully reflect the ex-
pected slowdown, analysts say.

Key to supporting earnings will
be Nokia’s ability to lift sales of
smart phones—handsets that pro-
vide wireless Internet, audio and
video capacity, and mapping applica-
tions. But sales of those high-tech
phones aren’t moving as quickly as
in past quarters.

Gartner said this month that 32.2
million smart phones were sold in the
second quarter, up 16% from a year
earlier but much slower than the
same quarter in 2007, when sales
rose 55% from a year earlier.

Rival smart-phone developers,
such as Apple Inc. with its iPhone,
Samsung and Blackberry maker Re-
search In Motion Ltd. are part of a
growing challenge to Nokia, which
saw its smart-phone market share
slip in the second quarter to 47.5%
from 50.8% the previous year, accord-
ing to Gartner.

Research In Motion, of Waterloo,
Ontario, last week said its second-
quarter revenue rose 88% from a year
earlier on strong sales.

But sales of high-tech phones

hinge on consumers with ample cash
to spend on luxuries in a slowing
economy. J.P. Morgan Chase & Co. pre-
dicts global sales for all cellphones
will fall 3.9% to 1.2 billion handsets in
2009 from projected sales this year,
reflecting an expected sharp decline
in global gross domestic product and
an extended replacement cycle.

Many of Nokia’s competitors also
have suffered from the downturn,
but Nokia has been largely insulated.
Unlike most rivals, whose sales are
concentrated in developed markets
such as Western Europe, Nokia also
has dominated fast-growing emerg-
ing markets such as India. But as eco-
nomic problems creep into these mar-
kets, Nokia’s sales growth is also
likely to taper.

Nokia is working to get new smart
phones to the market and recently
launched its new N96 model—which
features more memory and a bigger
screen for music and video—and is
preparing to present its first touch-
screen mobile phone on Oct. 2.
Nokia’s Mr. Simonson said new de-
vices released ahead of the holiday
shopping season should lift its mar-
ket share, supporting margins.

CORPORATE NEWS

Source: Gartner

Smart-phone sales
World-wide figures for market share
in the second quarter of 2008 

Nokia
47.5%

Research In Motion
17.4%

HTC
4.1%

Sharp
4.1%

Fujitsu
3.3%

Others
23.6%
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Procrastinating: no excuse for wasting time
Tackling small jobs
may help delayers
gear up for big one

CAREER JOURNAL

By Cari Tuna

Maryland lawyer Dana Moylan
Wright was trapped in a vicious cy-
cle. The more her work piled up, the
less she wanted to do it. “At that
point, I had many deadlines and was
having trouble making myself do
anything,” she says. “My anxiety
level would absolutely soar.”

One day in 2005, Ms. Wright was
surfing the Web, avoiding several
pressing matters. She searched
“procrastination,” seeking an anti-
dote. Instead, she found a way to ex-
ploit her aversion to work: “struc-
tured procrastination.” The brain-
child of Stanford University philoso-
phy professor John Perry, struc-
tured procrastination involves do-
ing small, low-priority tasks to
build a sense of accomplishment
and the energy to tackle more impor-
tant jobs. Mr. Perry, a chronic pro-
crastinator, suggests that followers
choose an important task but defer
work on it while tackling others.

“Don’t be ashamed of self-manip-

ulation,” says Mr. Perry, whose pri-
mary area of research is philosophy
of language and mind. He also hosts
a weekly one-hour radio show
called “Philosophy Talk.”

Too often, Mr. Perry says, people
focus on their biggest and most im-
portant duties, then waste time on
unproductive tasks when they pro-
crastinate. His Web site, structured-
procrastination.com, features a pic-
ture of the author jumping rope
with seaweed “while work awaits.”

Instead, he suggests procrastina-
tors fill their time with less formida-
ble—and more useful—assign-
ments, such as following up with cli-
ents, completing expense reports or
catching up on industry news. He
says the smart procrastinator can
earn a reputation for productivity
while giving in to the urge to delay.

What about the big jobs? Mr.
Perry says either a non-negotiable
deadline will force action, or the pro-
crastinator will gather enough infor-
mation and perspective to make
them appear less daunting.

Mr. Perry’s theory, based on per-
sonal experience rather than rigor-
ous science, comes amid growing re-
search on the psychological roots of
procrastination and its economic
cost. Authorities estimate that 80%
to 95% of college students procrasti-

nate and half do so routinely; be-
tween 15% and 20% of adults are ha-
bitual procrastinators.

Proposed cures are everywhere.
Some authors promote sophisti-
cated time-management and organi-
zational systems. Others urge pro-
crastinators to focus on positive
goals, like professional advance-
ment or more family time. Piers
Steel, an associate professor at the
University of Calgary and author of

the coming book “The Procrastina-
tion Equation,” estimates that in the
U.S. alone, procrastination costs the
economy hundreds of billions of dol-
lars annually. Mr. Steel says the com-
puter games Minesweeper and Soli-
taire probably account for billions in
lost time and productivity. “There
are no positives to procrastination,”
says Timothy Pychyl, director of the
Procrastination Research Group at
Canada’s Carleton University. None-
theless, Mr. Pychyl enjoys Mr. Per-
ry’s irreverent approach and sug-
gests it may sometimes be useful.
“It’s not going to solve everybody’s
problems, but…some people proba-
bly can get a lot done while avoiding
other things,” Mr. Pychyl says.

Ms. Wright, the Maryland lawyer,
says structured procrastination has
changed how she works by helping
herfocusand tackle tasksmore delib-
erately and efficiently. At the same
time, the 42-year-old civil litigator
says, it’s “a deliciously naughty
thing to do.”

“As long as I can feel like there’s
something I’m avoiding, then I can
get myself to work,” she says. “I love
[Mr. Perry’s] idea that you can de-
ceive yourself into doing pretty
much anything.” Temitope Kole-
doye, a Philadelphia marketing di-
rector, says the technique helps her

create “mental space” between her-
self and big projects and cope with
attention deficit disorder, with
which she was diagnosed in 2003.
“While I’m doing all of those minus-
cule activities, I’m still thinking
about the big thing I have to do,” she
says. “I’m consolidating my
thoughts.” Small accomplishments,
like paying bills online or packing
for a business trip, provide mo-
ments of satisfaction throughout
her day, she says. “You don’t feel
like a failure because you are get-
ting things done. It makes life a lot
more manageable.”

Juanjo de Regules of Mexico City,
who has sought therapy for his aver-
sion to work, says he felt “a lot less
guilty” after reading Mr. Perry’s es-
says. A former human-resources di-
rector for a construction company,
Mr. de Regules says for years he re-
lied on employees to help him tackle
dreaded tasks, a strategy he play-
fully calls “leadership by procrasti-
nation.” Mr. de Regules left his
former employer in April to run his
own software business. He credits
Mr. Perry with providing him a
framework for procrastinating more
productively. “I feel good, I make
money, and I still procrastinate,” Mr.
de Regules says. Still, he says, he
hopes to kick the habit…some day.
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Sal. Oppenheim buys
hefty stake in Arcandor

The Chinese milk-safety scandal
exposes one of the pitfalls of a key
strategy of the world’s big multina-
tional food companies: relying on lo-
cal suppliers in emerging markets.

On Monday, H.J. Heinz Co. said it
would no longer use Chinese milk in

its baby food. At the same time,
Nestlé SA, the world’s biggest food
company by sales, said it is examin-
ing its procedures for buying milk in
China, where it depends on a net-
work of individual dairy farmers.

Heinz and Nestlé are hoping to
avoid following in the footsteps of
candy maker Cadbury PLC, which
on Monday began pulling products
made at its Beijing plant from store
shelves across Asia after finding
traces of the industrial chemical
melamine in its chocolate.

London-based Cadbury said it is
recalling all 11 products made at the
chocolate factory as a precaution af-
ter preliminary tests “cast doubt on
the integrity of a range of our prod-
ucts manufactured in China.” Most
of the recalled candy is sold in main-
land China, Hong Kong and Taiwan.
One product line, Cadbury Eclairs
Candy, is also marketed in Australia.

The problem shows how big food
companies sometimes fall short in
their efforts to impose Western-style
food-safety standards on suppliers in
the developing markets they increas-
ingly rely on for sales growth.

“We rely on suppliers of ingredi-
ents to have their own tests,” said a
Cadbury spokesman in London. “No-
body can look for everything.”

Since earlier this month when
China’s milk scandal erupted,
tainted milk used to make baby for-
mula has killed several children and
made more than 54,000 others sick
with kidney disease. Regulators
around the world have found traces
of melamine in food containing
dairy products, and the U.S., Euro-
pean Union, India, South Korea and
others have recalled or banned prod-
ucts.

Melamine, which is commonly
used in furniture and building prod-
ucts, is considered so rare it isn’t
routinely tested for in milk. It was
added to watered-down milk or milk
that was protein-deficient to make
its protein content appear higher.

Nestlé conducts 70 different
quality tests on its milk products,
but only began looking for
melamine on Sept. 14, soon after the
scandal became public. Nestlé re-
called one product in Hong Kong, on
orders from the local government,
that had trace amounts of melamine
and says it is reviewing its milk
sourcing in China, Nestlé spokes-
man Robin Tickle said.

The decision by Heinz to back
away from Chinese suppliers comes
just days after the company began
to recall 270 cases of baby food in
Hong Kong as a precautionary mea-
sure. Heinz said it has begun testing
all dairy ingredients in products
made and sold in China for
melamine, even if those ingredients
don’t originate in China. No one has
gotten sick from consuming those
Heinz products, the company said.

Heinz, the Pittsburgh ketchup gi-

ant, which sells baby food world-
wide, said a number of baby-food
product lines are already being
made with milk from non-Chinese
sources.

Over the weekend, Indonesia’s
Ministry of Health said its tests had
found melamine in 12 types of prod-
ucts sold there, including M&M’s
and Snickers candy bars made by
Mars Food Co., Beijing. In a state-
ment Monday, Mars Inc. disputed
the findings, saying the Indonesian
results don’t match tests by other
Asian governments that have
cleared its products.

Mars said it “remains confident
that none of its chocolate or confec-
tionery products made in China in-
clude any dairy ingredients adulter-
ated with melamine and that all of
its products are safe for consump-
tion.”

Indonesian Health Ministry offi-
cials didn’t respond to requests for
comment Monday.

In its statement, Cadbury said its
dairy suppliers had been cleared in
the recent spate of government test-
ing, but it decided to do further
tests of its Chinese products. Some
of those items came back positive
for traces of melamine, said Trish
Fields, a spokeswoman for Cadbury
Asia Pacific, though she declined to
say which ones. The source of the
contamination wasn’t known.

Sales of Cadbury’s Chinese-
made chocolates account for less
than half a percent of the company’s
world-wide chocolate sales, Ms.
Fields said. In London Monday, Cad-
bury shares fell 2.5% to 567.50
pence ($10.45).

Cadbury is notifying retailers in
China. She said Cadbury had also no-
tified authorities in the other mar-
kets involved.

The recall came as Chinese au-
thorities continue to detain people
involved with dairy distribution, ac-
cording to the official Xinhua news
agency. Police in Hebei province in
northern China detained 22 people
involved in a network connected
with making and selling melamine
and tainting milk, Xinhua said.
Among the detained, 19 people were
managers of 17 pastures, breeding
farms and milk-purchasing stations.
According to police, melamine was
produced in underground plants
and then sold to breeding farms and
purchasing stations.

“The latest developments have
shown that [sourcing ingredients
globally] is a challenge for many
companies and it’s something Mars
has paid very close attention to
since day one. What’s critical in the
case of our system is that although
we use some Chinese suppliers of

milk powder, they own and control
the entire pipeline from milk produc-
tion to milk collection to milk pro-
cessing, without any interference
from any traders or middlemen,”
says Khaled Rabbani, Mars Inc.’s di-
rector of corporate and regulatory
affairs for Asia Pacific.

“That’s important because we un-
derstand that melamine has been in-
troduced into the dairy supply by un-
scrupulous traders that would buy
it from farmers, dilute it with water
and add melamine to increase the
apparent protein level. One way to
mitigate that risk is to have no mid-
dlemen or traders involved in your
supply chain.”

He says Mars sources milk pow-
der from the U.S., New Zealand and
two suppliers in China for its choco-
lates made in China. Mr. Rabbani
says the company’s Chinese suppli-
ers undergo a rigorous vendor assur-
ance process that entails random
testing of ingredients for things like
nutrient composition and Ph level.
The company hadn’t been testing
for melamine but says it is seriously
considering whether to start now.

Mr. Rabbani said that shortly af-
ter news of tainted baby formula
broke, Chinese food safety authori-
ties informed Mars that samples of
the milk powder it uses were clear of
melamine. To be sure, Mars also sent
samples of milk powder to an inde-
pendent lab in Germany, and those
too were clear, Mr. Rabbani says.

Food safety regulators in Hong
Kong, Korea, Malaysia, Taiwan and
Thailand have tested samples of the
finished products Mars sells in those
countries and found them to be clear
of melamine, he says. Mars also has
tested its own finished products and
come up with the same results.

However, Indonesia’s Ministry
of Health over the weekend said its
tests found melamine in a dozen
products sold there, including
M&M’s candies and Snickers choco-
late bars made by Mars.

“Those results conflict with and
are completely inconsistent with all
the results received by Mars from
both independent labs that tested
milk powder and finished products
and government labs that tested fin-
ished products in other countries,”
Mr. Rabbani says. “We want to work
withtheIndonesianauthoritiestoun-
derstand how they arrived at their
conclusions, because at the end of
the day food safety is critical to us.”

The Indonesian government also
said it had found melamine in Oreo
wafer sticks made by Kraft Foods
Inc. Kraft spokeswoman Claire
Regan said that while the Oreo wafer
sticks sold in Indonesia are made in
China, they do not contain any dairy
ingredients sourced from China.

More milk items recalled
Cadbury pulls candy
from stores in Asia;
Heinz drops supply

By Hilde Arends

And Kirsten Bienk

German retailer and tourism
company Arcandor AG scrapped
tentative plans to sell its majority
stake in tour operator Thomas
Cook Group PLC and instead
opted for a capital increase—a
move that produced a new major
shareholder, bank Sal. Oppen-
heim Jr. & Cie.

Sal. Oppenheim said it bought a
10% stake in Arcandor for about
Œ59 million, or about $86 million.
The bank also said it agreed to buy
an additional 19.5% stake from Ar-
candor shareholder Madeleine
Schickedanz, who until now con-
trolled a pool representing 53.3%
of Arcandor’s shares.

“Our shareholding in Arcandor
is a business decision,” Sal. Oppen-
heim said, adding, “We support
the management board and its
strategy.” The bank said it consid-
ers Arcandor to be undervalued
and expects the market to recog-
nize its potential soon.

The move gives Arcandor some
financial leeway, and appears to
save it from being forced to sell or
reduce its 52% holding in Thomas
Cook, its most profitable unit.

Arcandor shares plunged last
week after the company said it
might cut its stake in Thomas
Cook and department-store unit
Karstadt in connection with a new
refinancing deal with its banks. Ar-
candor stock plummeted 24% Fri-
day and 30% Thursday.

The stock, which has lost more
than 90% of its value in the past 12
months, closed at Œ1.87 ($2.73) on
Monday, down 2.1% from Friday’s
close. While opting to keep its full
stake in Thomas Cook, Arcandor
said it is still reviewing its options
for its Karstadt unit, which isn’t
profitable.

Sebastian Hein, an analyst at
Bankhaus Lampe, said the capital
increase buys Arcandor some time
to consider how to approach its
problems at Karstadt.

Thomas Cook generates about
half of Arcandor’s annual sales. In
addition, Arcandor, formerly
known as KarstadtQuelle AG, also
owns mail-order business Pri-
mondo GmbH.

Separately, Thomas Cook said
it abandoned talks on a possible
merger of its Condor airline unit
with two other German airlines:
Germanwings, a low-cost affiliate
of Deutsche Lufthansa AG, and TU-
IFly, a unit of rival TUI Travel PLC.
Thomas Cook said the recent col-
lapse of some budget carriers
amid high fuel prices, in addition
to other airlines grounding planes
over the winter, had taken enough
capacity out of the market to im-
prove Condor’s standalone pros-
pects.
 —Kaveri Niththyananthan

contributed to this article.

British candy maker Cadbury said tests it did on products made at its Beijing plant
have led to a decision to recall some of its items from store shelves in the region.
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Arcandor
On the Frankfurt Stock Exchange
Monday’s close: Œ1.87, down 2.1%
Year-to-date change: down 88%
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E
XPOSURE to second-
hand smoke is an impor-
tant risk factor for pe-

ripheral arterial disease,
which affects arteries in the
legs and may lead to amputa-
tion if severe, according to a
study among Chinese women.

In China, smoking is far
more common among men
than among women, lead au-
thor Dr. Yao He of the Chi-
nese PLA General Hospital in

Beijing and colleagues report in the journal Circula-
tion. Their study involved 1,209 women age 60 and
older who had never smoked. Of these women 477
reported secondhand-smoke exposure at home or in
the workplace for at least two years during the pre-
vious decade. —Reuters
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NITA Lind Jans-
sen was a “horse-
crazy little girl”

who grew up on a dairy
farm. After having a
baby in 1996 and found-
ing an IT consulting
and services firm, she
needed an outlet and
found herself drawn

back to horses. In 2001, Ms. Janssen started cutting
horses, a sport that involves driving a horse into a
herd of cattle and separating one cow from the
group. To be able to ride adeptly, Ms. Janssen sticks
to a strict Pilates routine.

A
CLOT-busting stroke
drug should be used in
more patients than the

U.S. Food and Drug Adminis-
tration has so far approved,
a study found.

The results, published in
New England Journal of Med-
icine, should give a boost to
more aggressive treatment
of strokes, by lengthening
the time after a stroke in
which patients receive the

drug. A stroke happens when a clot suddenly cuts
off the flow of blood to part of the brain. The drug,
known as TPA, for tissue plasminogen activator,
helps the body chew up the clot and restore blood
flow. If given in time, TPA can save nerve cells be-
fore they die for lack of blood. —Keith J. Winstein

Pa
ul

a 
Sa

ur
er

Clot-busting stroke drug
urged for more patients
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Sex addiction: real or an excuse?
Therapists liken it
to other compulsions;
a ‘lack of stability’

7
RESEARCH

7
PREVENTION

By Melinda Beck

S EX ADDICTION seems to be
popping up all over lately.

Actor David Duchovny
checked into a rehab facility for sex-
ual addiction in August—just before
the new season in the U.S. of his
randy TV series “Californication.”
Over the summer, Peter Cook’s pro-
clivities were on display in his di-
vorce trial from Christie Brinkley. In
her new book, “Desire: When Sex
Meets Addiction,” Susan Cheever re-
counts having sex with men she
barely knew at times of stress: “Mov-
ing men, doctors, lawyers, book
salesmen—any man associated with
a threatening change in my life be-
came erotically charged, with pre-
dictable results."

But is sex addiction a real dis-
ease—or just an excuse for behaving
badly? How much is too much?

When does preoccu-
pation cross the
line into pathol-
ogy?

The psychiatric
community has wrestled with such
questions for years.

Sexaddictionwaslistedintheoffi-
cial “Diagnostic and Statistical Man-
ual of Mental Disorders III” in 1980,
then dropped from the fourth edition
in1994,amidsentimentthatonlysub-
stances, not behaviors, could be truly
addicting. A task force is discussing
restoring sexual addiction to the
DSM V, scheduled for 2012.

Therapists who work in this area
say that of course it’s real—just like
compulsive gambling and shopping.
They say that sex addicts may fre-
quent strip clubs, prostitutes, adult
bookstores and Internet chat rooms—
but what they do matters less than
why they do it and how it makes
them feel.

“It’s not about hormones or being
horny,” says Robert Weiss, who runs
the Life Healing Center, a residential
rehab center in Sante Fe, N.M. “It’s
about escape from emotional stress
and emptiness.”

“So you need to ask yourself—is
this a secret? Are you spending
money on it you don’t have? How
does it affect your job or your mar-
riage? What would happen if you
were caught? Are you ashamed of
this and are you always promising
yourself that this is the last time?”
says Robin Cato, executive director
of the Society for the Advancement
of Sexual Health, an Atlanta-based
group for professional therapists.

SASH estimates that in the U.S.
alone, 3% to 5% of the population en-
gages in sexually compulsive behav-
ior and that the numbers have bal-
looned in recent years since the Inter-
net has made sex of all kinds accessi-
ble, affordable and anonymous.
There are few, if any, reliable statis-
tics however. “In 1985, if I wanted to
watch porn, I had to get in my car
and go to a video store,” says Mr.
Weiss. “Now I can download it to my
iPod. That’s a whole different experi-
ence.”

Some therapists say that people
who become sex addicts are fre-
quentlynarcissists—thatis,theycon-
stantly seek external validation be-
cause they are unable to generate
their own feelings of self-worth. Nar-
cissists are often driven and success-
ful, but it’s not enough, so they seek
quick fixes of adulation—“like eating
potato chips when you’re hungry,”
saysMr.Weiss.Thereal emotionalin-

timacytheyneed maybe frightening.
“This has nothing to do with how

attractive or successful they are, or
how pretty their wife is. It’s about
their lack of stability internally,” he
adds.

Plenty of people have unmet emo-
tional needs—why do only some
turn to sexual compulsions? Thera-
pists say many of those who do were

neglected or abused, or exposed to il-
licit images as children. And needy
people engage in all kinds of other
compulsive behaviors—including
workaholism, says Dr. Eric Griffin-
Shelley, a psychologist in Lafayette
Hill, Pa.

Treatment for sexual compul-
sions often focuses on identifying
emotional needs and finding other
ways to fill them. A dozen residential
rehab centers in the U.S. specialize in
sexual additions; the typical 30-day
stay is much like drug detoxification.

Antidepressants are often useful—
because they help ease feelings of

worthlessness and can damp sexual
impulses as a side effect. Depres-
sion, other addictions and thoughts
of suicide often go hand in hand with
sex addiction, says Dr. Griffin-Shel-
ley. Dozens of 12-step programs for
sex addicts around the U.S. also help
to provide support and encourage-
ment to stay sexually “sober.” (Thera-
pists say it’s rare for attendees to use

such meetings for quick hookups,
scenes from “Nip/Tuck,” “Blades of
Glory” and “Choke” notwithstand-
ing.)

With sex so prevalent in popular
culture and so accessible on the Inter-
net, some therapists are very con-
cerned about the impact on children
as they grow up. One recent survey
found that the earlier kids are ex-
posed to sexual imagery, the more
likely they are to have deviant or
compulsive behavior as adults. “If
that’s true,” says Mr. Weiss, “we may
have a tsunami of sexual problems in
the years ahead.”

PERSONAL JOURNAL: Health

WSJ.com subscribers can read Jen Murphy’s What’s
Your Workout? column, at WSJ.com/Health.

Alternatives
when seeking aid
for foot pain

G
et

ty
 Im

ag
es

WSJ.com

Plenty of people have unmet emotional
needs—why do only some turn to sexual
compulsions? Therapists say many of those
who do were neglected or abused.

Secondhand smoke linked
to risk of artery disease

Executive finds outlet
in return to horse power

By Laura Johannes

For pain in feet, knees or other
joints, doctors often prescribe
pricey custom orthotics. But off-the-
shelf insoles can relieve pain at a
fraction of the cost, according to
companies that sell them. Physi-
cians say those products are a good
first step, but some patients will do
better with a custom fit.

Poor support for the feet can con-
tribute to many painful conditions,
ranging from plantar fasciitis to
knee pain. Insertable supports in
shoes may relieve these problems
by keeping your feet stable and your
body properly aligned. Typically,
they include a support for the arch
and often a cup that keeps the heel
stable. To ensure the supports fit
your feet, doctors make a mold of
your foot or take a computer scan.
These custom orthotics, which can
cost $200 to $500 or more, aren’t
generally covered by insurance.

Prefabricated orthotics can range
from moderately priced insoles sold
in drugstores, such as Dr. Scholl’s, to
high-end products sold in sporting-
goods stores and podiatrists’ offices
for $20 to $50 or more. They are de-
signed to fit the average foot and
some have slight customization avail-
able. For example, at least two high-
end brands are to be heated before
the first use, so they can conform to
your foot. Stable Step Inc., of Cincin-
nati, sells an arch support that at-
taches to its standard insoles.

In a number of clinical trials, pre-
fabricated insoles were found to be at
least as effective as custom orthotics
at preventing injuries or reducing
pain. But some studies were flawed,
and others used pricey higher-end
products. For example, one study had
a high dropout rate that might have in-
fluenced results.

But Michael Gross, a physical ther-
apist at the University of North Caro-
lina at Chapel Hill, argues that not ev-
erybody has “off-the-shelf feet.” Most
prefabricated products are aimed pri-
marily at pronators, whose feet roll in-
ward when they walk; supinators,
who have the opposite problem, are
more likely to need a custom product,
Dr. Gross says.

HEALTH
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EU restarts review of BHP-Rio Tinto deal

By Marietta Cauchi

LONDON—Shares in Man Group
PLC tumbled 18% after the publicly
listed hedge-fund group said per-
formance fees probably would fall
40% in the first half of its fiscal year,
shaking investors already concerned
that the $2 trillion hedge-fund indus-
try is quickly becoming the latest ca-
sualty of the global financial crisis.

Man, one of the world’s largest
hedge-fund groups, said its perform-
ance fees for the six-month period
ending Sept. 30 would be sharply
lower because of the “extremely diffi-
cult” market conditions.

Funds under management are
likely to fall 6% from March 31 to

$70.3 billion, hurt by poor perform-
ance and active risk management to
reduce investment exposure, the
group said.

However, it estimated net inflows
for the period at $4.1 billion, up 14%
from the same period last year as de-
mand for its diversified products re-
mained steady.

On Monday, shares dropped 68.25
pence (about 98 U.S. cents) to 305.50
pence.

Analysts weren’t reassured by the
update, which they said confirmed
concerns about weak performance
and investor sentiment about the
hedge-fund sector generally.

“In the near term, the share price
may be held back by concerns over
the performance,” Numis analyst Gur-
jit Kambo said.

Despite poor performance and
market turmoil, Man Group re-
mained confident about demand for
its products and said sales for the
first six months to September are es-
timated to be $10 billion, up from
$5 billion in the first quarter.

It expected gross management-
fee income for the period to be more
than 10% higher than the $983 mil-
lion for the first six months last year.

“Private investor and institu-
tional redemption rates have re-
mained low, in line with last year’s
levels,” the company said.

BSkyB loses ITV appeal
U.K. court orders
company to reduce
stake in broadcaster

Neptune Orient Lines Ltd.

Neptune Orient Lines Ltd. said it
submitted a binding bid last week
for TUI AG’s Hapag-Lloyd container
shipping business. “Any agreement
would be subject to the acceptance
of the bid by TUI, regulatory approv-
als and shareholders’ approval,”
NOL said Monday. Apart from NOL,
the Hamburg-based Albert Ballin
consortium, which includes Germa-
ny’s HSH Nordbank AG and insurer
Signal Iduna, has submitted a bid.
“Under difficult circumstances, we
have made a good offer to TUI,”
Christian Olearius, the coordinator
for the Hamburg-based consortium,
said without giving the bid price.
NOL is 66%-owned by Singapore
state investment company Te-
masek Holdings Pte. Ltd.

OAO Gazprom

South Korea agreed to import
pipeline natural gas from Russia for
30 years from 2015 as part of a $102
billion bilateral gas and chemical
package deal, the Ministry of Knowl-
edge Economy said. State-run Ko-
rea Gas Corp. signed a memoran-
dum of understanding with Russia’s
state-controlled gas firm OAO Gaz-
prom Monday to annually import 10
billion cubic meters of gas, or about
7.5 million metric tons if converted
to liquefied natural gas, for 30 years
from 2015, the energy ministry said.
The import, the country’s first pipe-
line natural-gas import, will be
equivalent to about 20% of South Ko-
rea’s gas demand in 2015.

SEOUL—Six of the world’s big-
gest telecommunications compa-
nies completed construction of a
high-speed fiber-optic cable across
the Pacific Ocean, South Korea’s KT
Corp. said Monday.

The 18,000-kilometer Trans-Pa-
cific Express cable will link the U.S.,
China, South Korea and Taiwan.

The undersea cable will offer an
alternative to the single low-capac-
ity cable that provides the only di-
rect link between mainland China
and the U.S. Currently, most Web
traffic between the two countries
has to go through Hong Kong or Ja-
pan, at times causing delays.
 —Insoo Nam

By Charles Forelle

BRUSSELS—The European
Union’s antitrust regulator re-
started its examination of BHP Billi-
ton’s proposed $130 billion hostile
takeover of rival miner Rio Tinto
and set a Jan. 15 deadline for its deci-
sion, all but assuring that a deal—if
it is consummated—won’t be final
until next year.

The European Commission had
paused its examination for about a
month, citing a failure by the par-
ties to turn over information it had

requested. EU rules require the com-
mission to render a verdict on deals
within a fixed time limit, but the
clock can be stopped if the regulator
deems that a company hasn’t com-
plied promptly to a request for infor-
mation.

Before the suspension, BHP had
predicted it would overcome regu-
latory hurdles before the end of
this year. Later, BHP’s chief execu-
tive said the date could slip into
early 2009. That appears almost
certain: In a large and highly com-
plex case, the EU is likely to use all

its allotted time.
Hostile bidders in takeover con-

tests regularly seek EU regulatory
clearance before they have en-
snared their prey, in part to remove
potential antitrust worries from the
target company’s defensive arsenal.

There is no guarantee that BHP
will be successful in securing clear-
ance. The EU in the past has ex-
pressed concerns about concentra-
tion in the mining sector, and Eu-
rope’s powerful steel industry—a
buyer of the iron ore the miners pull
from the earth—is lobbying heavily
against the tie-up.

GLOBAL BUSINESS BRIEFS

—Compiled from staff
and wire service reports.

By Erica Herrero-Martinez

LONDON—A U.K. government
tribunal ordered British Sky Broad-
casting PLC to reduce its 17.9%
stake in television broadcaster ITV
PLC, rejecting the company’s ap-
peal of last year’s ruling by the U.K.
Competition Commission that the
stake was anticompetitive.

Under the terms of the Competi-
tion Appeal Tribunal’s Monday rul-
ing, BSkyB must cut its stake in

ITV to under 7.5%. BSkyB has
about a month to decide whether
to appeal the decision to the U.K.’s
Court of Appeal.

“(BSkyB) will review and care-
fully decide on next steps in due
course,” BSkyB said in a state-
ment. ITV said it welcomed the
judgment.

Some analysts saw the invest-
ment as a way to block a potential
merger between ITV and cable op-
erator NTL Inc., now called Virgin
Media Inc. The talks were called off
after BSkyB bought its stake in
2006.

“We’ve consistently main-
tained that this undermined the
plurality of the U.K.’s media and re-
flected a systematic effort to sup-

press competition,” a Virgin Media
spokesman said following the rul-
ing. “We’re pleased that the Compe-
tition Appeal Tribunal has rejected
Sky’s appeal.”

The disposal could spark a full
takeover bid for ITV. Analysts have
suggested Israeli television and me-
dia tycoon Haim Saban, broad-
caster RTL Group of Luxembourg
and Dutch company Endemol NV
as potential buyers. RTL declined
to comment on whether it was in-
terested in buying a stake or the
whole of ITV. Spokesmen for Mr. Sa-
ban and Endemol weren’t immedi-
ately available to comment. News
Corp., owner of The Wall Street
Journal publisher Dow Jones &
Co., holds a 39.1% stake in BSkyB.

Man Group’s shares slide 18%
after fund warns fees will drop

CORPORATE NEWS

KazakhGold Group Ltd.

Kazakh gold miner KazakhGold
Group Ltd. said it received a possi-
ble cash and share offer for a 50.1%
stake from Russian gold producer
OAO Polyus Gold. The potential of-
fer values KazakhGold at about
$780 million, or $14.73 a share—
made up of $7.95 a share in cash and
0.298 Polyus Gold share for every
KazakhGold share. Polyus shares
were 4.7% higher at $26.90 in Mos-
cow, while depositary receipts in Ka-
zakhGold were down 19%, or $2.33,
at $9.67 each in London. Gold Lion
Holdings Ltd., which owns 41.7% of
KazakhGold, said it would support
Polyus’s offer, if one were made. Ka-
zakhGold is Kazakhstan’s largest
gold producer, mining 232,000
ounces in 2007.

BYD Co.

Berkshire unit buys stake
in Chinese battery maker

Shares of Chinese battery maker
BYD Co. surged 42% Monday after a
unit of Warren Buffett’s Berkshire
Hathaway Inc. disclosed a $230 mil-
lion investment. MidAmerican En-
ergy Holdings Co., an energy services
provider 87.4%-owned by Berkshire,
will hold a 9.9% stake in BYD. Mi-
dAmerican Chairman David Sokol
says the move reflects the emergence
of Chinese companies as important
research-and-development centers
for technology products. Analysts
said the investment by a Berkshire
unit marks a vote of confidence in
BYD’s operations despite its weak
first-half net profit, which fell 7% to
596 million yuan ($87 million) from
641 million yuan because of competi-
tive handset and auto markets.

Six telecom firms
complete cable
across the Pacific

Proudly Sponsored by:
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Registrations for the European Business Awards 2009 are now open.
Companies of any size representing all sectors and all countries of the
European Union are invited to compete for Europe’s top business accolade.

REGISTER NOW!
The Awards Categories are:

The Business of theYear Award
The Business Leader of theYear Award
The Business Innovation of theYear Award
The Atradius Growth Strategy of theYear Award
The Award for Customer Focus
The Award for Corporate Sustainability
The Infosys ICT Effectiveness Award
The Employer of theYear Award
The Environmental Awareness Award
The Marketing Strategy of theYear
The RSM International Entrepreneur of theYear Award

NEED MORE INFORMATION?
Contact our EntriesTeam on +44 (0) 207 234 3535 or Email info@businessawardseurope.com
or to download a Registration Form visit our website www.businessawardseurope.com

RECOGNISING EXCELLENCE, INNOVATION AND BEST PRACTICE IN EUROPE

Every successful business has
something to shout about..

Important dates to remember…
1 May 2008 – Open for Entries
31 October 2008 – Entries Close
27 November 2008 – Ruban d’Honneur announcements
27 January - 6 February 2009 – Presentations to Judging panels
7 April 2009 – Awards Ceremony
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So what if Earl of Bristol didn’t sleep here?
Fans try to find out
why hotels like name;
distinctively British

7 7

By Daniel Michaels

T
HERE’S a hotel named
Bristol in Thessaloniki,
Greece. There’s another
in Panama City, and one
in San Diego. There are

still others in Warsaw, Paris and Ber-
lin. All told, nearly 200 hotels world-
wide are named Bristol.

And no one is quite sure why.
Tim Arnold, a native of Bristol, Eng-
land, has been on a quest to find out
ever since he stumbled on the Bris-
tol Hotel near Rimini, Italy, four
years ago.

Most of the hotels are unrelated
and most have no obvious link to the
English port city, which was famous
for its ships and trade in slaves, to-
bacco and rum—not fine hotels. In
fact,thereisnoBristolhotelinBristol.

“It’s a mystery,” says the Mar-
quess of Bristol, Frederick William
Augustus Hervey, whose 18th-cen-
tury ancestor, Frederick Augustus
Hervey, is credited by some with in-
spiring the name.

The 8th Earl of Bristol and
Bishop of Derry, who died in 1803,
toured continental Europe with his
own cook and entourage. Word of
the earl’s lavish tastes spread, so
one theory for the popularity of
“Bristol” hotels is that the earl’s
name became synonymous with lux-
ury—just as hotelier César Ritz’s
did a century later.

Many Bristol hotels are indeed
lavish, and several boast notable his-
torical connections. Henri Cartier,
founder of the eponymous jewelry
company, proffered the giant “Hope
Diamond” to an American heiress at
a Bristol Hotel in Paris in 1911. War-
saw’s Hotel Bristol was built in 1901
by Polish pianist and prime minister
Ignacy Jan Paderewski. In
the 2004 “Bristol Declara-
tion,” signed at Beirut’s Le
Bristol, Lebanese politi-
cians demanded Syria’s
withdrawal from Lebanon.

Mr. Arnold, a 64-year-
old marketing consultant,
kicked off his search for the
origin of Bristol hotels by
contacting the mayor’s of-
fice in Bristol, England. Ar-
chivists pored through mu-
nicipalrecords butfoundno
history of the hotel name.

In 2006, Mr. Arnold stumbled
upon another Briton who was on a
similar hunt. Roger Williams, a
61-year-old writer of guidebooks,
histories and novels, recalls stand-
ing before the Hotel Bristol in Sko-
pje, Macedonia, in 2005 and ask-
ing himself, “What’s going on?”
Mr. Williams had previously
stayed at Bristol hotels around
France and Italy.

Mr. Williams decided to make
Bristol hotels the setting for a series

of short stories. Mr. Arnold offered
to help by passing on his research,
including a list of Bristol hotels he
had found around the world.

Mr. Williams says he has per-
sonally visited “at least a couple
of dozen” Bristol Hotels, most of
which were built before World

War II—but he still hasn’t
identified the origin of
the name.

“I get the sense they
haven’t a clue why they’re
named Bristol,” he sighs. He
says that managers at the
Bristol in Oslo, for example,
told him the hotel had
hosted Norway’s first jazz
orchestra, but couldn’t say
why it’s called Bristol.

Mr. Williams last year
published a book of his sto-

ries, “High Times at the Hotel Bris-
tol,” which tackles the name issue
in a blend of fact and fiction. He
also keeps a Web site that he up-
dates with new finds, including a
pub in Melbourne, Australia,
named The Bristol Hotel.

One recent entry says that U.S.
vice presidential candidate Sarah
Palin’s daughter Bristol is named
after Bristol Bay, Alaska—which
has a Bristol Inn, but no Bristol ho-
tel. A spokeswoman at the
McCain/Palin campaign office in

Alaska confirmed that Bristol Pa-
lin is named after the bay.

The 30-odd Bristol hotels in the
U.S., says Mr. Williams, can be attrib-
uted to the fact that there are so
many places in the U.S. called Bris-
tol. Most of these commemorate the
English port, from which John Cabot
led the first English expedition to
North America in 1497. One excep-
tion is the Hotel Bristol in Steamboat
Springs, Colo., which police chief
Everett Bristol built in 1948.

When Dallas developer Peter
Kline opened a deluxe hotel in
1988, he named it Bristol Suites,
and later called his chain Bristol
Hotels & Resorts.

“I’m not sure where it came
from,” says Mr. Kline. “I had been
to the Bristol in Paris and was look-
ing for an upscale name. In Texas,
something that sounds British im-
plies upscale.”

Vienna’s Hotel Bristol, which
opened in 1892, links the name to
the English city. The hotel’s market-
ing materials note that it was fash-
ionable in the 1890s to wear En-
glish styles, sip afternoon tea and
give both children and hotels En-
glish names. “This is actually the
true story,” says hotel spokes-
woman Petra Engl-Wurzer.

The Capsis Bristol in Thessalon-

iki, meanwhile, says that it bears
the name because Bristol, England,
had the first roadside inn to house
guests’ horses in stables uncon-
nected to the main building. This in-
novation elevated hospitality stan-
dards, staff at the Greek hotel say.

But managers at the hotel,
which was built in 1919,
are uncertain of their sto-
ry’s source and Mr. Will-
iams says detached sta-
bles date back centuries.
“Nobody in Bristol has
ever heard this theory,”
he adds.

The oldest operating
Bristol hotel, opened in
Rome in 1874, goes with
the earl-on-holiday the-
ory, although it’s fuzzy on
the details. The swanky
establishment’s Web site mistak-
enly refers to Mr. Hervey as a bar-
onet—several notches below earl—
and as Bishop of Bristol, not Derry,
which is in Ireland.

In Paris, Hotel Le Bristol also
sides with the Englishman. Its his-
tory says that founder Hippolyte
Jamet chose the name in 1925 “in
tribute to a great traveler, famous
for his taste for comfort.”

“Nonsense,” scoffs Austrian hos-
pitality-industry historian Andreas
Augustin, who dismisses the earl

connection claimed by many hotels
as “a poorly researched PR-gag.”

He says tradition indicates an es-
tablishment named after the noble-
man would have been called “The
Earl of Bristol.” He is confident of
the city link because several early
Bristol hotels carry the English

port’s municipal coat of
arms, not the earl’s. “Most
of these hotels opened
more than a century after
he died,” says Mr. Augustin,
who wrote a history of the
Vienna Bristol.

At least one Bristol Hotel
may have opened soon after
the earl died. Before Paris’s
current Le Bristol opened,
an earlier Bristol stood not
far away, on Place Vendome.

Mr. Williams has found
evidence that it opened in 1816,
and Charles Dickens mentioned it
in a letter from 1844. But no word
on the source of its name has
turned up.

Without that, Bristol hotel lore
is still the subject of speculation.
Mr. Kline, the former chief execu-
tive of Bristol Hotels in Dallas, re-
calls that an English friend once
stayed at his Bristol Suites hotel
and mentioned that a brothel back
home used the same name.

“I told him that’s not where the
name came from,” says Mr. Kline.

Now there’s no excuse
for wasting time
Doing small tasks first may
help procrastinators > Page 32

Roger Williams

Frederick Augustus Hervey, the 8th Earl of Bristol, is credited by some with inspiring the Bristol hotel name because of his grand style of travel.
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Tim Arnold

Is sex addiction real or an excuse? Some
therapists liken it to other compulsions
Treatment often focuses on identifying emotional
needs, finding other ways to fill them > Page 31

Fashion Blog
Nina Ricci’s graceful
transition to fall
> WSJ.com/Runway
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B
USINESS confi-
dence in the 15
countries that

use the euro weak-
ened in early Septem-
ber, pointing to a fur-
ther slowdown in
growth ahead. But a
European Commission
survey said consumer

confidence was unchanged, as shoppers now expect
prices to rise less rapidly over the next year than
they have in recent months.

The commission noted the survey was done
largely in the first two weeks of the month, and
“may not capture changes in sentiment resulting
from significant recent events.” The commission’s
overall measure of economic sentiment fell to 87.7
from 88.5 in August. —Paul Hannon

Business confidence falls,
suggesting slower growth

T
HE KOF Eco-
nomic Institute
said the Swiss

economy is facing a
recession, predicting a
contraction in the
fourth quarter of 2008
and the first quarter
of 2009 amid a weak-
ening global economy.

“We are being confronted by a recession sce-
nario—albeit a mild and short one,” KOF said. It
added that it expects a 2008 growth rate of 1.9%,
slowing to a rise of just 0.3% in 2009.

KOF also said a spike of the Swiss franc in the
wake of the financial crisis has dissipated, and said
the worsening economic outlook and a drop in infla-
tion gives the Swiss National Bank some leeway to
lower interest rates. —Hans Schoemaker
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By Leila Abboud

Oslo

I N 1991, NORWAY became one of
the first countries in the world
to impose a stiff tax on harmful

greenhouse-gas emissions. Since
then, the country’s emissions
should have dropped. Instead,
they’ve risen 15%.

Although the tax forced Nor-
way’s oil and gas sector to become
among the greenest in the world,
soaring energy prices led to a boom
in offshore production, which in
turn boosted overall emissions. So
did drivers. Norwegians, who al-
ready pay the equivalent of nearly
$10 a gallon, took the tax in stride,
buying more cars and driving them
more. And numerous industries
won exemptions from the tax and
carried on much as before.

It wasn’t supposed to be this
way. By making it more expensive to
pollute, carbon taxes are meant to
spur companies and individuals to
clean up. Yet Norway’s sobering ex-
perience demonstrates how diffi-
cult it is to cut emissions in the real
world, where elegant theoretical so-
lutions sometimes get maimed by
economic changes, entrenched be-
haviors and political realities.

Norway’s policy makers say they
gave exemptions to some local in-
dustries because they feared the tax
would damage economic growth
and hurt employment. “We had to
find ways to spur environmental
change without shooting ourselves
in the foot,” says Gro Harlem
Brundtland, who devised the tax
when she was Norwegian prime min-
ister in the 1990s.

Europe struggled with a similar
dilemma as it set up its “cap-and-
trade” system to reduce greenhouse-
gas emissions by utilities and heavy
industry. But regulators cushioned
industry in the early years of the sys-
tem, giving them little incentive to
improve. As a result, emissions
have crept up 1% a year since 2005.
In the U.S., the Senate voted down

cap-and-trade legislation in July,
won over by arguments that the sys-
tem would hurt industry and boost
consumer prices. But the measure
could be revived since both U.S.
presidential candidates support it.

A few countries have hurt emis-
sions without injuring their econo-
mies. Sweden and Denmark, both of
which introduced a carbon tax, have
reduced their greenhouse-gas emis-
sions by 14% and 8%, respectively,
since 1990 while also maintaining
growth. Their emission reductions
can’t be attributed only to the tax it-
self, economists say, but additional
moves to encourage energy effi-
ciency and renewable energy, which
are government subsidized. And
economists point out that as coun-
tries get richer, they generally spew
out more carbon dioxide.

Norway’s strong economic
growth—gross domestic product
has swelled 70% since 1990—has far
outstripped its 15% rise in green-
house-gas emissions, according to
Norwegian government. Since the
tax wasn’t working, the country vol-
untarily joined the bloc’s cap-and-
trade system this year.

Norway’s carbon tax was born
when Ms. Brundtland took over as
prime minister in 1990. One of her
first moves was to present a plan
for an across-the-board tax on car-
bon-dioxide emissions generated
by the burning of fuels.

Norwegian industry balked, ar-
guing that the levy would cripple its
ability to compete internationally
and threaten jobs. For some sectors,
Ms. Brundtland abandoned the bat-
tle. Fishermen howled their catches
of cod, herring and salmon would be-
come unattractive if they were
forced to raise prices. The fishing in-
dustry was too central to the Norwe-
gian local economy and too potent a
political symbol to threaten with a
tax. It got a full exemption.

Some of the heaviest pushback
came from oil and gas companies,
which argued that the government
risked crippling Norway’s most lu-
crative business. Drilling on the Con-
tinental Shelf has been the primary
engine of economic growth in Nor-
way since the 1960s, generating
some 24% of the country’s annual
GDP. Taxes on the sector account for
31% of the nation’s revenues, financ-

ing a generous social-welfare sys-
tem that includes universal health
care and state-funded pensions.

But Ms. Brundtland didn’t budge
vis-a-vis Norway’s oil and gas indus-
try—the biggest polluters by far—
levying on it a $65 tax per ton of car-
bon emitted. In contrast, the cost of
a permit to emit the equivalent of
one ton of carbon in Europe’s cur-
rent cap-and-trade system is $35.

After the tax was passed, domes-
tic oil and gas giant StatoilHydro
was forced to rethink nearly every
aspect of its drilling cycle.

Around the time the tax was be-
ing debated, Statoil was developing
a new gas field in the North Sea. At
the Sleipner field, the natural gas

Statoil extracts from under the sea
bed contains 9% carbon dioxide.
That’s too high for Statoil’s custom-
ers, whose power plants are de-
signed to burn gas with only 2% car-
bon dioxide. Before Statoil can sell
the gas, it has to separate and dis-
card some of the carbon dioxide.
Usually the excess carbon dioxide is
spewed directly into the air.

Because of the looming carbon
tax, Olav Karstaad, a chemical engi-
neer at Statoil, got to work on an-
other solution. Mr. Karstaad
adapted technology to push carbon
dioxide under the sea floor and
store it there.

Statoil spent two years and some
$200 million on the project, which
was launched in 1996. Since then,

some 10 million tons of carbon diox-
ide have been buried, saving Statoil
about $60 million on its carbon tax
bill every year. In the end, it cost Sta-
toil less to build the carbon storage
facility than what it would have
spent on taxes, says Mr. Karstaad.
“This is a money-saving operation
for us.”

As a result of that and other car-
bon-reducing measures, the compa-
ny’s carbon-dioxide emissions per
ton of oil and gas it extracts are 39%
of the industry average, according
to the company. Nevertheless, Sta-
toil’s overall emissions have more
than quadrupled since 1990 to reach
8.9 million tons annually, fueled by
a huge expansion in drilling. With-

out the tax, the increase would have
been even worse, according to Sta-
toil and the Norwegian govern-
ment.

There were other bright spots.
Although the metal industry wasn’t
required to pay the carbon tax, the
government did sign a voluntary
agreement with the country’s three
biggest aluminum firms, including
Norsk Hydro SA, to cut emissions
55% from 1990 levels by 2005. While
there were no explicit penalties,
“we would lose all credibility if we
didn’t do the work,” says Bernt Al-
fred Malme, Hydro’s environmental
officer.

Hydro, now part of StatoilHydro,
spent $45 million in new technol-
ogy for four of its smelters, chang-

ing a key step in the production pro-
cess during which anode gas, a
harmful greenhouse gas, is created.
It also spent $1.1 billion to open a
new assembly line that nearly qua-
drupled production without increas-
ing its emissions. Hydro also man-
aged to reduce carbon emissions
about 34% to 2.1 million tons in
2005, from 1990 levels. That, com-
bined with reductions at the two
other companies, allowed the indus-
try to meet its 55% goal. “The volun-
tary agreement worked really well
for us,” said Mr. Malme.

Other industries that were suc-
cessful in negotiating exceptions
for themselves have made little
progress.

Take paper manufacturers, who
were given a low tax rate of between
$16 and $18.40 a ton—less than a
third what the oil sector pays. For
the country’s biggest paper com-
pany, Norske Skog, the carbon tax
amounted to only about $200,000 a
year. “It didn’t have a major influ-
ence on our investments or our
project decisions,” says Georg Carl-
berg, vice president for environmen-
tal policies.

The carbon tax’s most glaring
failure was in the transportation
sector. Norway’s Post Office trans-
ports 95% of the country’s mail on
heavy-polluting trucks. Geir Riise,
environmental officer at Norway
Post, says the company is trying to
modernize its fleet of trucks, train
its drivers, and optimize its routes
to reduce mileage. But “it’s very dif-
ficult for us to reduce our emissions
and still deliver the mail to every
home and every village in Norway,”
he says.

The tax has also done little to
quench Norwegians’ thirst for auto-
mobiles. The number of registered
cars has risen 27% in the past de-
cade. Norwegians are used to pay-
ing high prices at the pump: a gallon
of gasoline costs around $9 to $10
and about 6% of the price comes
from the carbon tax. Yet since two-
thirds of Norwegians live in the
countryside, they pay up and keep
driving.

Mathias Lund, a 37-year-old ac-
countant from Stavanger, drives
half an hour every morning from his
farm. “I like the lifestyle and the out-
doors, but that means I have to
drive to get everywhere.”

Economy faces recession
amid a global downturn

G
ROWTH in U.K.
net mortgage
lending plunged

to £143 million ($263
million) in August, the
lowest figure since
records began in 1993,
as the crisis in the glo-
bal financial system
led banks to further

cut loans, the Bank of England said.
August’s growth was far short of the downwardly

revised £3 billion net lending increase in July and com-
pared with a £9.1 billion increase in August 2007. Mort-
gage approvals also hit a record low, with 32,000 ap-
provals in August, compared with 33,000 in July.

Net mortgage lending may have been harmed by
uncertainty over plans for the stamp duty tax on
housing transactions.  —Laurence Norman
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Norway’s exhausting war on emissions
Efforts to contain
greenhouse gases
can’t stop their rise

7
SWITZERLAND

Source: Statistics Norway and Norwegian Pollution Control Authority
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Growth in mortgage loans
plummeted in August
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DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 36.40 $27.75 –2.25 –7.50%
Alcoa AA 27.10 21.38 –2.16 –9.18%
AmExpress AXP 17.40 32.55 –6.95 –17.59%
BankAm BAC 88.60 30.25 –6.45 –17.57%
Boeing BA 8.50 55.47 –2.85 –4.89%
Caterpillar CAT 11.40 59.89 –4.24 –6.61%
Chevron CVX 19.30 80.23 –6.72 –7.73%
Citigroup C 180.40 18.98 –1.17 –5.81%
CocaCola KO 17.20 51.03 –1.45 –2.76%
Disney DIS 23.60 29.73 –3.02 –9.22%
DuPont DD 11.00 39.45 –2.54 –6.05%
ExxonMobil XOM 46.40 74.06 –6.59 –8.17%
GenElec GE 60.50 23.98 –1.27 –5.03%
GenMotor GM 30.30 8.51 –1.25 –12.81%
HewlettPk HPQ 23.60 44.55 –3.26 –6.82%
HomeDpt HD 25.20 24.99 –1.47 –5.56%
Intel INTC 81.20 17.27 –1.93 –10.05%
IBM IBM 8.20 114.46 –4.96 –4.15%
JPMorgChas JPM 69.60 41.00 –7.24 –15.01%
JohnsJohns JNJ 22.30 66.90 –2.50 –3.60%
KftFoods KFT 14.00 31.86 –1.07 –3.25%
McDonalds MCD 11.10 60.16 –3.04 –4.81%
Merck MRK 20.70 30.34 –1.78 –5.54%
Microsoft MSFT 115.50 25.01 –2.39 –8.72%
Pfizer PFE 64.00 18.00 –0.66 –3.54%
ProctGamb PG 20.10 66.75 –2.09 –3.04%
3M MMM 7.20 66.32 –3.13 –4.51%
UnitedTech UTX 8.60 56.66 –4.20 –6.90%
Verizon VZ 23.20 30.62 –1.56 –4.85%
WalMart WMT 24.20 58.45 –2.26 –3.72%

Dow Jones Industrial AverageP/E: nil
LAST: 10394.92 t 748.21, or 6.71%

YEAR TO DATE: t 2,857.32, or 21.5%

OVER 52 WEEKS t 3,680.05, or 26.1%

 Note: Price-to-earnings ratios are for trailing 12 months
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credit
markets &
dealmakers

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

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

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

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

Rentokil Initial 1927 151 –9 –20 –7 ING Bk 157 27 28 57

Alliance Boots Hldgs 639 –7 –31 –17 Alcatel Lucent 662 30 83 143

Sol Melia 314 –6 11 12 Aegon N.V. 283 34 62 139

Hammerson 398 –4 12 73 Barclays Bank 210 35 53 80

UPM Kymmene  294 –4 –4 –46 Dexia Cr Loc 468 43 79 262

Un Fenosa 82 –3 3 21 ProSiebenSat 1 Media 863 44 83 132

J Sainsbury  195 –3 7 23 ABN AMRO Bank 159 46 26 73

Carlton Comms 213 –3 –34 –57 Kaupthing banki 1345 53 186 570

FKI 169 –2 5 54 Landsbanki Is 1150 67 230 663

Metro 86 –2 1 1 Glitnir banki 1446 67 170 565

Source: Markit Group

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

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

Tesco U.K. Food Retailers & Whlslrs $52.6 3.70 –0.27% –15.1% 18.4%

HSBC Hldgs U.K. Banks 188.1 8.65 –1.59 –4.5 –6.3

Nestle S.A. Switzerland Food Products 163.1 46.54 –1.65 –10.9 20.6

E.ON Germany Multiutilities 100.3 34.71 –1.78 –19.1 39.6

SAP Germany Software 69.1 38.42 –1.84 –7.2 6.4

ING Groep Netherlands Life Insurance $43.1 14.35 –18.19% –54.6 –42.2

UBS Switzerland Banks 48.7 18.15 –13.57 –68.4 –63.4

Royal Bk of Scot U.K. Banks 54.2 1.81 –12.98 –58.7 –60.0

ArcelorMittal Luxembourg Iron & Steel 71.1 34.00 –12.25 –39.1 ...

Rio Tinto U.K. General Mining 63.7 33.10 –10.66 –23.5 43.4

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

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

Telefonica S.A. 114.1 16.80 –2.15% –13.7% 26.0%
Spain (Fixed Line Telecom)
GDF Suez 113.9 36.00 –2.15 –2.4 30.0
France (Multiutilities)
Assicurazioni Gen 47.0 23.10 –2.24 –25.7 –3.6
Italy (Full Line Insurance)
Unilever 47.6 19.23 –2.48 –12.1 –3.8
Netherlands (Food Products)
GlaxoSmithKline 122.9 11.89 –2.54 –9.4 –18.5
U.K. (Pharmaceuticals)
Bayer 57.6 52.23 –2.61 –7.5 70.1
Germany (Specialty Chemicals)
France Telecom 74.3 19.68 –2.67 –16.5 –17.3
France (Fixed Line Telecom)
Siemens 85.7 64.91 –2.81 –33.8 0.5
Germany (Electronic Equipment)
Diageo 48.4 9.56 –2.95 –12.3 15.1
U.K. (Distillers & Vintners)
Novartis 139.6 57.70 –3.03 –10.4 –13.7
Switzerland (Pharmaceuticals)
British Amer Tob 66.0 18.03 –3.38 4.6 50.8
U.K. (Tobacco)
Astrazeneca 64.0 24.32 –3.38 –1.7 –8.4
U.K. (Pharmaceuticals)
Roche Hldg Part. Cert. 109.0 169.60 –3.64 –20.3 –7.6
Switzerland (Pharmaceuticals)
BASF 45.9 33.64 –3.80 –30.8 5.2
Germany (Commodity Chemicals)
BNP Paribas S.A. 86.2 65.53 –4.00 –16.0 2.7
France (Banks)
Vodafone Grp 127.4 1.21 –4.05 –32.3 –17.8
U.K. (Mobile Telecom)
Banco Bilbao Viz 61.3 11.34 –4.06 –31.5 –22.9
Spain (Banks)
Sanofi-Aventis S.A. 85.0 44.78 –4.14 –24.8 –35.4
France (Pharmaceuticals)
Deutsche Telekom 64.8 10.30 –4.14 –25.6 –32.2
Germany (Mobile Telecom)
Banco Santander 94.4 10.46 –4.21 –23.3 –4.4
Spain (Banks)

Daimler 51.4 36.91 –4.28% –48.9% –18.0%
Germany (Automobiles)
L.M. Ericsson Tel B 28.6 64.50 –4.30 –49.8 –55.2
Sweden (Telecom Equipment)
BP 174.6 4.67 –4.40 –17.4 –30.7
U.K. (Integrated Oil & Gas)
Iberdrola S.A. 51.4 7.13 –4.42 –31.0 21.6
Spain (Conventional Electricity)
Intesa Sanpaolo 65.3 3.82 –4.56 –31.0 –2.1
Italy (Banks)
ENI 106.4 18.41 –4.56 –29.7 –25.7
Italy (Integrated Oil & Gas)
Total S.A. 142.7 41.69 –4.62 –26.3 –25.2
France (Integrated Oil & Gas)
Royal Dutch Shll 104.7 20.44 –5.02 –29.6 –26.1
U.K. (Integrated Oil & Gas)
Nokia 69.4 12.65 –5.88 –51.7 –11.2
Finland (Telecom Equipment)
Soc. Generale 51.9 60.88 –6.40 –45.4 –31.8
France (Banks)
ABB 43.4 20.42 –6.42 –34.0 116.9
Switzerland (Industrial Machinery)
Koninklijke Philips Elec 27.9 18.48 –6.76 –41.5 –17.7
Netherlands (Consumer Electronics)
Allianz SE 62.5 95.77 –7.33 –41.6 –14.9
Germany (Full Line Insurance)
AXA S.A. 64.2 21.55 –7.47 –31.7 –3.7
France (Full Line Insurance)
Deutsche Bk 38.8 50.65 –7.74 –44.5 –35.5
Germany (Banks)
Credit Suisse Grp 50.0 48.20 –7.84 –38.8 –16.5
Switzerland (Banks)
Anglo Amer 44.1 18.16 –8.33 –46.0 7.5
U.K. (General Mining)
Barclays 49.3 3.34 –8.80 –42.8 –41.5
U.K. (Banks)
BHP Billiton 49.7 12.32 –10.01 –32.1 37.3
U.K. (General Mining)
UniCredit 57.3 2.97 –10.06 –51.4 –37.0
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 -3.43% -10.08% -12.9% -18.0% -17.9%
Merger Arbitrage -0.42% -3.90% -2.8% -2.2% -1.3%
Event Driven -1.67% -4.50% -7.0% -6.6% -7.4%
Distressed Securities -1.28% -7.52% -10.4% -14.8% -16.8%
Equity Market Neutral -0.67% -2.44% -5.5% -4.4% -2.6%
Equity Long/Short -0.70% -5.77% -9.7% -8.1% -5.2%

*Estimates as of 09/26/08, 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 1.15 102.08% 0.02% 1.56 0.64 0.96

Eur. High Volatility: 9/1 2.21 101.56 0.03 2.66 1.23 1.78

Europe Crossover: 9/1 5.88 102.14 0.07 6.40 4.00 5.16

Asia ex-Japan IG: 9/1 1.89 102.49 0.03 2.30 0.85 1.42

Japan: 9/1 1.58 102.73 0.02 2.00 0.65 1.17

 Note: Data as of September 26

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

In percentage points
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BLUE CHIPS & BONDS

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

Europe: Bank revenues from equity capital markets

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

Source: Dealogic
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I
S BARACK OBAMA too cool to
be elected president?
That’s what some of his own

supporters are wondering after
the first presidential debate. We
aren’t talking here about the
kind of cool that makes you one
of the most popular kids in
school.

Instead, the cool at issue here
is the kind that means being low-
key, a bit reserved and short on
emotional displays. Desirable as
such characteristics may be in
some quarters of society, they
are often thought to suggest
something is lacking in a politi-
cian, who supposedly needs to
show passion, a willingness to
fight for beliefs and a burning
desire to win.

The fear that Sen. Obama
lacks those tendencies has been
an undercurrent among Demo-
crats for many months, and the
concern has oozed to the surface
since last week’s debate against
Republican presidential nominee
John McCain. Their fear is that
Sen. Obama took too many
punches, delivered too few of his
own, and explained more than
battled.

Just one example: Lincoln
Mitchell, writing on the Huffing-
ton Post blog, bemoaned the fact
that Sen. Obama didn’t challenge
the McCain assertions during
last week’s debate that he was
“naive” about the ways of the
world. “By not fighting this la-
bel,” Mr. Mitchell wrote, “Obama
seemed to almost concede the
point. Nobody wants a naive
president; and Obama should
have challenged this label—espe-
cially because it is wrong.”

Moreover, Democrats are an-
guished that Sen. Obama ac-
knowledged that Sen. McCain
was right on some points so of-
ten that Republicans instantly
put out a television ad pointing
out the fact.

It’s an understandable con-
cern for Obama partisans, and
perhaps Sen. Obama might be
better off if he shed some of
that natural cool and became
more of a jouster.

B
UT THAT ANALYSIS also
misses an important point.

It’s almost always a mistake for
a candidate to campaign as some-
thing other than what he really
is. It’s probably a particular mis-
take this year, given the public
mood of 2008.

Consider some history on this
point. There seems little doubt
that the cerebral Al Gore made a
mistake by trying to turn himself
into a fire-breathing populist in
the 2000 presidential campaign.
When Michael Dukakis’s 1988
campaign tried to make him ap-
pear to be the kind of hawk he
wasn’t by propping him up in a
tank, the result was a disaster.

Ronald Reagan’s friends com-
plained regularly that he got
into trouble when his handlers
overscripted him and wouldn’t
“let Ronnie be Ronnie,” and they
were probably right. On the
other side of this campaign,
Sen. McCain, arising from the
ashes after his campaign virtu-

ally collapsed in 2007, reverted
to the unscripted and indepen-
dent-sounding campaigner he
had been.

The jury is still out on the
more recent controlled version
of the McCain campaign, though
it’s noteworthy that his late-sum-
mer surge came when he made a
McCain-like unconventional deci-
sion to choose Alaska Gov. Sarah
Palin as his running mate. And
now that Gov. Palin’s image is
picking up some tarnish, there’s
a quiet let-Sarah-be-Sarah senti-
ment developing among Republi-
cans who think she has been so
tightly controlled to prevent mis-
takes that her natural appeal has
been stifled.

W
HICH BRINGS us to
Sen. Obama. The fact is

that he is a cool customer. He
has been known to shoo to the
back of his campaign bus his
own aides when they were fever-
ishly working their BlackBerrys
and obsessing about late-break-
ing gossip and poll results. He
tends to answer debate ques-
tions by analyzing the problem
under discussion at some length
before winding around to saying
what he would do about it. He
doesn’t seem to like the close-
quarters jabbing of a standard
political debate, which showed
whether his foe was Hillary Clin-
ton or Sen. McCain.

Those are the characteristics
that have some Democrats won-
dering whether they see in
Sen. Obama the shadows of an-
other Illinois politician, Adlai
Stevenson, rather than the sec-
ond coming of Bill Clinton. Demo-
crats are particularly sensitive
on this point because they have
concluded that both Mr. Gore in
2000 and John Kerry in 2004
lost because they allowed them-
selves to be turned into punch-
ing bags during their campaigns.

But this is 2008, and
Sen. Obama is a different candi-
date. From the outset, his cam-
paign persona was built on the
idea that, as a young politician
and a newcomer to Washington,
he stood outside the conven-
tional politics of the past two de-
cades. The appeal of Sen. Obama
in many ways lies in the notion
that he is a “postpartisan”
leader who isn’t held hostage by
the partisan attack machines
that many Americans think their
country’s political institutions
have become.

There’s reason to wonder
whether Sen. Obama is as post-
partisan as his rhetoric suggests,
but the point is that the image
has worked to his benefit. It also
happens to have been the very
image that helped Sen. McCain
win his party’s nomination this
year, which tells us something
about the mood of the country
right now. There is palpable an-
ger afoot in the land, and it
seems to be directed at the way
politics is practiced as much as
anything else. Let no attack go
unanswered is one rule of poli-
tics; to thine own self be true
may be an equally powerful one
this year.

Career Journal

Belarus election fails test
OSCE observers find
vote-counting flaws,
little improvement

By Jay Solomon

NEW YORK—Senior American
and Syrian diplomats held a series
of meetings over the past week here
in a sign of a potential thaw be-
tween the U.S. and a country Presi-
dent George W. Bush has cited as
one of the principal sponsors of in-
ternational terrorism.

Among the key issues for the dia-
logue, according to participants,
was Washington’s support for peace
talks currently being pursued by
Syria and Israel over the future of
the disputed Golan Heights region.

The U.S. and Syrian officials also
discussed Damascus’s role in pro-
moting stabilization efforts in Iraq,
Lebanon and the Palestinian territo-
ries.

“I consider this a good progress
in the American position,” Syrian
Foreign Minister Walid Moallem
said in an interview in New York
Monday. “We agreed to continue
this dialogue.”

Mr. Moallem met Secretary of
State Condoleezza Rice on the side-
lines of the United Nations General
Assembly Friday, according to U.S.
and Syrian officials. Damascus’s top
diplomat then held a more detailed
dialogue Monday with the State De-
partment’s Middle East point man,
Assistant Secretary of State David
Welch, in New York.

The issue of whether to engage
Syria, in addition to Iran and North
Korea, has emerged as among the
most divisive foreign-policy ques-
tions facing the Bush administra-
tion, as well as America’s two presi-
dential candidates, Sens. Barack
Obama and John McCain.

The White House decided to
largely freeze its ties to Damascus

in 2005 after the murder of former
Lebanese Prime Minister Rafik Har-
iri, which a U.N. investigation linked
to Syrian President Bashar Assad’s
government.

The Bush administration has
also enacted a string of financial
sanctions against Damascus in re-
cent years for its support of the mili-

tant groups Hezbollah and Hamas,
as well as its alleged role in facilitat-
ing the movement of foreign fight-
ers into Iraq.

Just last week, President Bush
told the U.N. General Assembly that
“a few nations—regimes like Syria
and Iran—continue to sponsor ter-
rorism.”

Still, the Bush administration’s
efforts to isolate Syria have largely
unraveled in recent months, as even
American allies such as Israel and
France said they viewed Damascus
as a potential key to stabilizing the
Middle East’s hot spots.

Israel has engaged in indirect
peace talks with Syria, brokered by
Turkey, in part in a bid to woo Syria
away from its alliance with Iran.
French President Nicolas Sarkozy,
meanwhile, visited Damascus ear-
lier this month as part of his govern-
ment’s bid to win Syrian support for
peace efforts in Lebanon and the Pal-
estinian territories.

Mr. Moallem said Syria’s in-

creased engagement with Washing-
ton is a sign of Washington’s recog-
nition of Damascus’s role in promot-
ing stability in Iraq and Lebanon.
“The situation in the Middle East is
improving,” he said in the inter-
view.

He noted that Syria is currently
in the process of sending ambassa-
dors to Baghdad and Beirut and is
seeking to enhance his country’s co-
operation with both countries. Mr.
Moallem said he also sought en-
hanced counterterrorism coopera-
tion with the U.S., particularly in
light of the bombing of a Syrian mili-
tary installation Saturday in Dam-
ascus, which killed 17 people.

“There are Islamic extremists
coming over our border,” Mr.
Moallem said.

Ms. Rice on Saturday briefly dis-
cussed her meeting with Mr.
Moallem, saying “it was just to talk
about the regional situation and
some of the emerging efforts
there.”

U.S., Syria envoys step up talks

By Andrew Osborn

MINSK, Belarus—European ob-
servers said an election in Belarus
that failed to elect a single opposi-
tion lawmaker “fell short” of demo-
cratic standards, dealing a setback
to Minsk’s hopes of a rapproche-
ment with the West.

Belarus’s autocratic President Al-
exander Lukashenko had promised
Sunday’s parliamentary election
would be “unprecedented” in its
fairness, paving the way for the lift-
ing of Western sanctions and an end
to the small country’s pariah status.

But observers from the Organiza-
tion for Security and Cooperation in
Europe noted only “minor improve-
ments” since the previous legisla-
tive election four years ago.

“There were efforts,” said Anne-
Marie Lizin, vice president of the
OSCE parliamentary assembly. “But
at the same time we want to say
that’s not enough.”

Washington, which had partially
suspended financial sanctions
against Minsk this year, responded
quickly, saying the vote fell short of
international standards. EU Exter-
nal Relations Commissioner Benita
Ferrero-Waldner, in a statement,
noted “positive indications but also
a number of negative elements,”
Reuters reported.

Opposition activists in Belarus
called on the U.S. and Europe not to
recognize the vote. The overwhelm-
ingly negative tone of the OSCE re-
port suggested it would be hard for
U.S. and European diplomats to take
significant steps to improve rela-
tions with a country that has largely
positioned itself as a Russian ally.
The EU had said it might ease sanc-
tions if the election was judged to
be fair.

The OSCE said the greatest prob-
lem was with the vote-counting pro-
cess, which it deemed “bad or very
bad” in half of the country’s constit-
uencies. It also complained that
around one-third of its 500 observ-
ers were barred from watching the
vote count. “Where access was pos-
sible, several cases of deliberate fal-
sification of results were ob-
served,” the OSCE said in a state-
ment.

“The transparency of a funda-
mental element of the election pro-
cess was compromised,” said Ms.
Lizin.

The OSCE also said that while
the opposition was allowed to cam-
paign, restrictions imposed by au-
thorities meant the campaign was
“barely visible.”

A spokesman for the Belarusian
foreign ministry said in a statement
the OSCE had failed to evaluate the
significance of technical measures
taken to improve the election “in
full measure.”

He said the main point was that
the observers had recognized ef-
forts were made and that these

could form a basis for future cooper-
ation with the OSCE.

Mr. Lukashenko is trying to kick-
start a moribund relationship with
the West to breathe life into his
country’s Soviet-style economy as
he comes under growing pressure
from Moscow to pay substantially
more for Russian natural gas. He
has released political prisoners,
hired a Western public-relations
firm and halted systematic harass-
ment of his opponents.

In the wake of August’s conflict
between Russia and Georgia, his sig-
nificance as a strategic ally—both
for the West and for Russia—has
grown. He has resisted pressure
from Moscow to recognize the Geor-
gian breakaway territories of South
Ossetia and Abkhazia, in what diplo-
mats say appears to be a bid not to
alienate the West, which strongly
opposed Moscow’s move to recog-
nize them.

Both the West and Russia have in-
dicated they are ready to improve re-
lations, given the right conditions.
Russian Prime Minister Vladimir Pu-
tin is due in Minsk next week, under-
lining Mr. Lukashenko’s newfound
popularity.

Mr. Lukashenko’s political oppo-
nents say he is playing a cynical bar-
gaining game in order to play the
West off against Russia to ensure
his own political survival as the Be-
larusian economy begins to wheeze.

“If you try to negotiate with him,
he will see it as a sign of weakness,”
Igor Rynkevich, an opposition candi-
date, said in an interview. “Any con-
cessions will come back like a boo-
merang.”
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Democrats want Obama
to use some fighting words

ECONOMY & POLITICS

The waiting game
A professor suggests ways
to make better use of
procrastination > Page 32

Washington’s
efforts to isolate
Syria have largely
unraveled.
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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.

2.90% 11 World -a % % 221.93 –5.39% –28.9% 4.36% 16 U.S. Select Dividend -b % % 757.78 –2.85% –17.6%

2.84% 12 Stoxx Global 1800 204.80 –3.03% –28.4% 220.83 –4.17% –27.5% 4.05% 15 Infrastructure 1488.60 0.15% –20.7% 2035.94 –1.64% –20.1%

3.43% 11 Stoxx 600 251.40 –5.45% –34.0% 271.05 –6.56% –33.1% 1.95% 11 Luxury 814.30 –0.32% –33.1% 990.31 –2.10% –32.6%

3.52% 11 Stoxx Large 200 272.40 –5.27% –33.5% 292.06 –6.39% –32.6% 1.68% 10 BRIC 50 345.20 –2.57% –32.6% 472.45 –4.24% –32.1%

2.87% 13 Stoxx Mid 200 218.80 –6.39% –35.9% 234.62 –7.49% –35.0% 8.89% 5 Africa 50 839.50 0.19% –20.2% 764.43 –1.60% –19.7%

3.17% 11 Stoxx Small 200 138.50 –6.09% –37.4% 148.39 –7.20% –36.6% 6.80% 9 GCC 40 850.30 1.82% –9.2% 779.05 0.62% –8.0%

3.41% 10 Euro Stoxx 279.20 –5.29% –34.0% 300.99 –6.41% –33.1% 3.49% 10 Sustainability 841.60 –2.91% –29.4% 1023.56 –4.24% –28.6%

3.51% 10 Euro Stoxx Large 200 301.00 –5.05% –34.0% 322.46 –6.17% –33.1% 2.30% 12 Islamic Market -a % % 1839.26 –5.37% –25.0%

2.88% 13 Euro Stoxx Mid 200 246.30 –6.69% –34.0% 263.80 –7.79% –33.1% 2.60% 11 Islamic Market 100 1676.00 –1.89% –23.2% 2066.30 –3.24% –22.4%

3.02% 12 Euro Stoxx Small 200 152.70 –5.89% –35.0% 163.38 –7.00% –34.1% 6.03% 7 Islamic Turkey -c 2352.40 –0.40% –22.0% % %

7.99% 7 Stoxx Select Dividend 30 1581.60 –8.09% –50.2% 1953.73 –9.17% –49.6% 2.12% 18 Wilshire 5000 % % 11941.59 –3.28% –23.3%

5.40% 7 Euro Stoxx Select Div 30 1838.60 –9.05% –45.1% 2280.01 –10.12% –44.4% % DJ-AIG Commodity 161.90 –2.89% –6.1% 169.67 –4.03% –4.7%

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

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

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

Australia 1.2280 2.2215 1.1234 0.1822 0.0485 0.2127 0.0117 0.3551 1.7721 0.2376 1.1858 ...

 Canada 1.0356 1.8735 0.9474 0.1537 0.0409 0.1793 0.0099 0.2995 1.4945 0.2004 ... 0.8433

 Denmark 5.1688 9.3506 4.7288 0.7671 0.2042 0.8951 0.0493 1.4947 7.4594 ... 4.9911 4.2092

 Euro 0.6929 1.2535 0.6339 0.1028 0.0274 0.1200 0.0066 0.2004 ... 0.1341 0.6691 0.5643

 Israel 3.4580 6.2557 3.1636 0.5132 0.1366 0.5988 0.0330 ... 4.9904 0.6690 3.3391 2.8160

 Japan 104.8250 189.6337 95.9014 15.5572 4.1415 18.1528 ... 30.3138 151.2782 20.2803 101.2215 85.3642

 Norway 5.7746 10.4465 5.2830 0.8570 0.2281 ... 0.0551 1.6699 8.3336 1.1172 5.5761 4.7025

 Russia 25.3109 45.7886 23.1562 3.7564 ... 4.3831 0.2415 7.3195 36.5274 4.8969 24.4408 20.6119

 Sweden 6.7381 12.1895 6.1644 ... 0.2662 1.1668 0.0643 1.9485 9.7240 1.3036 6.5064 5.4871

 Switzerland 1.0931 1.9774 ... 0.1622 0.0432 0.1893 0.0104 0.3161 1.5774 0.2115 1.0555 0.8901

 U.K. 0.5528 ... 0.5057 0.0820 0.0218 0.0957 0.0053 0.1599 0.7977 0.1069 0.5338 0.4502

 U.S. ... 1.8090 0.9149 0.1484 0.0395 0.1732 0.0095 0.2892 1.4432 0.1935 0.9656 0.8144

Source: Thomson Reuters via WSJ Market Data Group

Reuters Group PLC is the primary data provider for several statistical tables in The Wall Street Journal, including foreign stock quotations, futures and futures
options prices, and foreign exchange tables. Reuters real-time data feeds are used to calculate various Dow Jones Indexes.
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Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

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

Corn (cents/bu.) CBOT 513.00 –30.00 –5.52% 799.25 258.50
Soybeans (cents/bu.) CBOT 1094.00 –70.00 –6.01 1,636.75 622.00
Wheat (cents/bu.) CBOT 668.00 –48.00 –6.70 1,284.25 430.00
Live cattle (cents/lb.) CME 99.875 –2.925 –2.85 115.325 96.900
Cocoa ($/ton) ICE-US 2,557 –186 –6.78 3,273 1,845
Coffee (cents/lb.) ICE-US 130.25 –3.90 –2.91 178.90 123.40
Sugar (cents/lb.) ICE-US 13.89 –0.59 –4.07 15.85 9.89
Cotton (cents/lb.) ICE-US 57.38 –3.00 –4.97 98.45 57.38
Crude palm oil (ringgit/ton) MDEX 2,125.00 –188 –8.13 3,665 2,020
Cocoa (pounds/ton) LIFFE 1,468 –63 –4.11 1,706 979
Robusta coffee ($/ton) LIFFE 2,073 –64 –2.99 2,747 1,711

Copper (cents/lb.) COMEX 290.65 –16.80 –5.46 404.50 220.00
Gold ($/troy oz.) COMEX 894.40 5.90 0.66% 1,048.00 437.00
Silver (cents/troy oz.) COMEX 1302.50 –47.80 –3.54 2,155.00 601.00
Aluminum ($/ton) LME 2,460.00 –54.50 –2.17 3,340.00 2,390.00
Tin ($/ton) LME 17,750.00 –150.00 –0.84 25,450 14,545
Copper ($/ton) LME 6,550.00 –334.50 –4.86 8,811.00 6,335.00
Lead ($/ton) LME 1,855.00 –130.00 –6.55 3,875.00 1,564.00
Zinc ($/ton) LME 1,707.00 –103.00 –5.69 3,169.50 1,638.00
Nickel ($/ton) LME 16,695 –495 –2.88 34,050 16,695

Crude oil ($/bbl.) NYMEX 96.37 –10.52 –9.84 148.47 57.75
Heating oil ($/gal.) NYMEX 2.7885 –0.2289 –7.59 4.2500 1.9895
RBOB gasoline ($/gal.) NYMEX 2.3615 –0.2536 –9.70 3.5475 1.9605
Natural gas ($/mmBtu) NYMEX 7.221 –0.407 –5.34 13.998 4.750
Brent crude ($/bbl.) ICE-EU 95.37 –9.22 –8.82 150.12 54.51
Gas oil ($/ton) ICE-EU 917.75 –41.50 –4.33 1,357.50 739.00

Source: Thomson Reuters; WSJ Market Data Group

Currencies London close on Sept. 29
Per In

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

Argentina peso-a 4.5044 0.2220 3.1213 0.3204

Brazil real 2.7672 0.3614 1.9175 0.5215
Canada dollar 1.4945 0.6691 1.0356 0.9656

1-mo. forward 1.4936 0.6695 1.0350 0.9662
3-mos. forward 1.4927 0.6699 1.0343 0.9668
6-mos. forward 1.4942 0.6693 1.0354 0.9658

Chile peso 798.13 0.001253 553.05 0.001808
Colombia peso 3143.90 0.0003181 2178.50 0.0004590
Ecuador US dollar-f 1.4432 0.6929 1 1
Mexico peso-a 15.7832 0.0634 10.9366 0.0914
Peru sol 4.3013 0.2325 2.9805 0.3355
Uruguay peso-e 30.162 0.0332 20.900 0.0478
U.S. dollar 1.4432 0.6929 1 1
Venezuela bolivar 3098.88 0.000323 2147.30 0.000466

ASIA-PACIFIC
Australia dollar 1.7721 0.5643 1.2280 0.8144
China yuan 9.8755 0.1013 6.8430 0.1461
Hong Kong dollar 11.2096 0.0892 7.7675 0.1287
India rupee 67.114 0.0149 46.505 0.0215
Indonesia rupiah 13609 0.0000735 9430 0.0001061
Japan yen 151.28 0.006610 104.83 0.009540

1-mo. forward 150.79 0.006632 104.49 0.009570
3-mos. forward 149.78 0.006676 103.79 0.009635
6-mos. forward 148.83 0.006719 103.13 0.009697

Malaysia ringgit-c 4.9753 0.2010 3.4475 0.2901
New Zealand dollar 2.1260 0.4704 1.4732 0.6788
Pakistan rupee 112.349 0.0089 77.850 0.0128
Philippines peso 67.705 0.0148 46.915 0.0213
Singapore dollar 2.0628 0.4848 1.4294 0.6996
South Korea won 1715.62 0.0005829 1188.80 0.0008412
Taiwan dollar 46.397 0.02155 32.150 0.03110
Thailand baht 49.053 0.02039 33.990 0.02942

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

Euro zone euro 1 1 0.6929 1.4432
1-mo. forward 0.9992 1.0008 0.6924 1.4443
3-mos. forward 0.9992 1.0008 0.6924 1.4444
6-mos. forward 1.0011 0.9989 0.6937 1.4415

Czech Rep. koruna-b 24.583 0.0407 17.035 0.0587
Denmark krone 7.4594 0.1341 5.1688 0.1935
Hungary forint 242.76 0.004119 168.22 0.005945
Malta lira 0.4228 2.3655 0.2929 3.4137
Norway krone 8.3336 0.1200 5.7746 0.1732
Poland zloty 3.3827 0.2956 2.3440 0.4266
Russia ruble-d 36.527 0.02738 25.311 0.03951
Slovak Rep. koruna 30.2960 0.03301 20.9930 0.04763
Sweden krona 9.7240 0.1028 6.7381 0.1484
Switzerland franc 1.5774 0.6339 1.0931 0.9149

1-mo. forward 1.5743 0.6352 1.0909 0.9167
3-mos. forward 1.5685 0.6375 1.0869 0.9201
6-mos. forward 1.5661 0.6385 1.0852 0.9215

Turkey lira 1.8181 0.5500 1.2598 0.7938
U.K. pound 0.7977 1.2535 0.5528 1.8091

1-mo. forward 0.7980 1.2532 0.5529 1.8085
3-mos. forward 0.7987 1.2520 0.5535 1.8068
6-mos. forward 0.8031 1.2452 0.5565 1.7971

MIDDLE EAST/AFRICA
Bahrain dinar 0.5442 1.8377 0.3771 2.6521
Egypt pound-a 7.8681 0.1271 5.4520 0.1834
Israel shekel 4.9904 0.2004 3.4580 0.2892
Jordan dinar 1.0223 0.9782 0.7084 1.4116
Kuwait dinar 0.3851 2.5967 0.2669 3.7474
Lebanon pound 2167.61 0.0004613 1502.00 0.0006658
Saudi Arabia riyal 5.4255 0.1843 3.7595 0.2660
South Africa rand 11.8576 0.0843 8.2165 0.1217
United Arab dirham 5.3009 0.1886 3.6732 0.2722
SDR -f 0.9273 1.0784 0.6425 1.5563

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

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

Price-to- PREVIOUS SESSION PERFORMANCE

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

 11 EUROPE DJ Stoxx 600 251.43 –14.49 –5.45% –31.0% –34.0%

 11 DJ Stoxx 50 2588.72 –133.35 –4.90 –29.7% –32.7%

 10 Euro Zone DJ Euro Stoxx 279.20 –15.60 –5.29 –32.7% –34.0%

 10 DJ Euro Stoxx 50 3008.19 –148.27 –4.70 –31.6% –31.8%

 9 Austria ATX 2756.70 –241.38 –8.05 –38.9% –39.6%

 9 Belgium Bel-20 2589.47 –224.64 –7.98 –37.3% –40.3%

 12 Czech Republic PX 1205.5 –68.5 –5.38 –33.6% –34.1%

 13 Denmark OMX Copenhagen 331.34 –20.66 –5.87 –26.2% –31.1%

 10 Finland OMX Helsinki 6883.03 –369.16 –5.09 –40.7% –43.7%

 10 France CAC-40 3953.48 –209.90 –5.04 –29.6% –31.5%

 12 Germany DAX 5807.08 –256.42 –4.23 –28.0% –26.7%

 … Hungary BUX 18713.79 –689.69 –3.55 –28.7% –34.4%

 3 Ireland ISEQ 3291.52 –493.25 –13.03 –52.5% –58.8%

 8 Italy S&P/MIB 25803 –1351 –4.98 –33.1% –36.2%

 6 Netherlands AEX 323.55 –31.03 –8.75 –37.3% –40.7%

 7 Norway All-Shares 357.57 –30.20 –7.79 –37.3% –37.9%

 17 Poland WIG 36854.78 –1605.76 –4.18 –33.8% –38.9%

 11 Portugal PSI 20 7885.87 –304.23 –3.71 –39.4% –35.0%

 … Russia RTSI 1194.11 –91.36 –7.11% –47.9% –41.7%

 10 Spain IBEX 35 10945.7 –442.2 –3.88 –27.9% –25.0%

 15 Sweden OMX Stockholm 246.20 –14.08 –5.41 –30.0% –37.5%

 13 Switzerland SMI 6500.13 –315.39 –4.63 –23.4% –28.0%

 … Turkey ISE National 100 36051.30 –505.31 –1.38 –35.1% –33.5%

 10 U.K. FTSE 100 4818.77 –269.70 –5.30 –25.4% –25.9%

 12 ASIA-PACIFIC DJ Asia-Pacific 115.42 –1.93 –1.64 –27.0% –30.2%

 … Australia SPX/ASX 200 4807.4 –97.4 –1.99 –24.2% –26.8%

 … China CBN 600 17780.97 Closed –57.1% –58.6%

 11 Hong Kong Hang Seng 17880.68 –801.41 –4.29 –35.7% –34.1%

 14 India Sensex 12595.75 –506.43 –3.87 –37.9% –27.3%

 … Japan Nikkei Stock Average 11743.61 –149.55 –1.26 –23.3% –30.3%

 … Singapore Straits Times 2361.34 –50.12 –2.08 –31.9% –36.1%

 11 South Korea Kospi 1456.36 –19.97 –1.35 –23.2% –25.8%

 13 AMERICAS DJ Americas 293.44 –19.15 –6.13 –22.2% –25.5%

 … Brazil Bovespa 44706.66 –6076.33 –11.97 –30.0% –28.2%

 13 Mexico IPC 24006.46 –1587.31 –6.20 –18.7% –22.0%

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

GLOBAL MARKETS LINEUP

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of September 26, 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* 311.40 –0.95%–22.8% –20.5%

2.90% 14 World (Developed Markets) 1,250.37 –0.86%–21.3% –19.9%

2.60% 15 World ex-EMU 145.49 –0.60%–19.6% –19.2%

2.70% 14 World ex-UK 1,244.61 –0.70%–20.6% –19.1%

3.70% 11 EAFE 1,672.49 –1.70%–25.8% –23.5%

2.70% 12 Emerging Markets (EM) 823.69 –1.74%–33.9% –24.2%

4.20% 10 EUROPE 92.89 –1.86%–27.1% –29.2%

4.30% 10 EMU 198.29 –2.20%–29.1% –23.7%

4.00% 11 Europe ex-UK 101.64 –1.86%–27.1% –27.9%

5.70% 8 Europe Value 106.29 –1.89%–29.9% –33.8%

2.70% 14 Europe Growth 78.98 –1.84%–24.4% –24.6%

3.30% 12 Europe Small Cap 151.48 –1.97%–29.6% –37.9%

2.40% 9 EM Europe 298.41 –0.85%–37.9% –29.1%

4.50% 10 UK 1,510.74 –2.07%–21.4% –20.0%

3.60% 12 Nordic Countries 141.32 –2.89%–31.5% –34.3%

1.60% 8 Russia 850.77 –2.05%–43.4% –28.8%

3.30% 14 South Africa 623.23 –0.43%–12.6% –10.8%

3.50% 13 AC ASIA PACIFIC EX-JAPAN 343.93 –1.70%–35.1% –27.5%

1.90% 15 Japan 723.65 –0.40%–23.0% –29.1%

2.30% 15 China 47.78 –1.77%–44.0% –35.8%

1.10% 17 India 519.70 –3.25%–39.2% –15.7%

2.20% 10 Korea 408.45 –1.73%–21.0% –19.2%

5.30% 12 Taiwan 232.35 –2.00%–30.4% –33.1%

2.10% 18 US BROAD MARKET 1,332.53 0.13%–16.5% –16.8%

1.50% 35 US Small Cap 1,776.94 –0.32%–10.5% –13.5%

2.50% 12 EM LATIN AMERICA 3,383.95 –1.92%–23.1% –8.1%

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

Follow the markets throughout the day, with updated stock quotes, news and commentary at
WSJ.com/Europe. Also, receive email alerts that summarize the day’s trading in Europe and Asia.
To sign up, go to WSJ.com/Online Today
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A car bomb exploded near a military bus carrying troops in Tripoli, the second
bombing in less than two months targeting the Lebanese army.

Bomb targets Lebanese army
Explosion kills five
as period of calm
marred by flare-ups

By Nada Raad

BEIRUT—A car bomb detonated
near a military bus carrying soldiers
in northern Lebanon, killing at least
five people and injuring more than
two dozen Monday morning, accord-
ing to a Lebanese army spokesman.

The spokesman said the bomb
was detonated by remote control as
the bus passed. The blast, in the
town of Tripoli, was the second
bombing in less than two months
targeting the Lebanese army.

It was the latest of several vio-
lent flare-ups in Tripoli that have
marred a period of relative calm in

Lebanon following a power-sharing
deal this summer between the coun-
try’s pro-Western government and
the opposition, led by Iranian-
backed Hezbollah.

In the weeks following the ac-
cord, the two sides have squabbled
over cabinet posts and disarming
militias. But the agreement has so
far held, raising hopes of a pro-
longed period of political stability.

In August, a roadside bomb tar-
geted another army bus, killing nine
soldiers and several civilians. There
have been no claims of responsibil-
ity for either blast, but suspicion
has fallen on Islamist extremists.

In the summer of 2007, the Leba-
nese army fought a 15-week battle
against Fatah Islam, an al Qaeda-in-
spired Sunni extremist group, at a
Palestinian refugee camp near Tri-
poli. Fatah Islam was seen as badly
beaten in the fighting, but it didn’t

disband.
The Tripoli blast follows a week-

end car bombing in Damascus, the
Syrian capital, that left 17 people
dead. No one claimed responsibility
for that blast either. Syria’s state
news agency SANA said Monday
that investigators believe Islamist
extremists from outside the country
carried out that attack.

The Lebanese army has strug-
gled to maintain security across the
country following the end in 2005 of
Syria’s long military occupation of
Lebanon. The army is one of the few
Lebanese institutions that success-
fully distanced itself from the coun-
try’s squabbling political parties.
Signaling the army’s popularity
among Lebanese, both sides in the
political standoff agreed to elevate
Michel Suleiman, the former head
of the army, to the presidency ear-
lier this year.

“The explosion is a campaign
against the Lebanese army to say
that the military cannot protect it-
self, and therefore is unable to pro-
tect the country,” said Mosbah

Ahdab, a lawmaker from Tripoli.
Tripoli has also seen its share of

sectarian strife. Sunni gunmen have
battled fighters of the pro-Syrian
Shiite Alawite sect there.
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CAIRO—Egyptian and Sudanese
troops rescued a kidnapped Euro-
pean tour group in an assault near
Sudan’s border with Chad, Egyptian
officials said. The 11 European tour-
ists and their eight Egyptian guides
were safe, and all returned to Cairo
on Monday.

The operation ended a 10-day
hostage drama that took the Europe-
ans—five Germans, five Italians and
a Romanian—and their Egyptian
drivers and guides across a barren
stretch of the Sahara. They were
seized by gunmen on Sept. 19 while
on a desert safari in a remote corner
of southwestern Egypt.

Their abductors first took them
to Sudan. Reports followed that
they were then taken to Libya or per-
haps Chad. An Egyptian security of-
ficial said they were rescued in a
joint operation near the Sudan-
Chad border late Sunday or early
Monday.

Egyptian Defense Minister Hus-
sein Tantawi said “half the kidnap-
pers” were killed in the rescue oper-
ation, according to state news
agency MENA, but the report didn’t
give a precise number, or further de-
tails on the rescue.

Italian Foreign Minister Franco
Frattini suggested Italian and Ger-
man special forces were involved.
He told the Sky TG24 television
news channel that Sudan and Egypt
carried out “a highly professional
operation” with the “intervention
of Italian intelligence and experts
from the special forces” from Ger-
many and Italy.

The break in the hunt for the tour-
ists came Sunday, when Sudanese
forces engaged a group of the kid-
nappers, who had been sent out to
get gas and food, in a gunbattle in
northwest Sudan, the Egyptian secu-
rity official said. Six kidnappers
were killed and two captured in that
fight. The two told the authorities
where the rest of the kidnappers
and their captives were hiding, the
official said.

The freed captives were brought
by a military plane to Cairo on Mon-
day, greeted at the airport by offi-
cials bearing bouquets of flowers.
They were then taken to a military
hospital for checkups.

Tour group freed
in Africa, ending
hostage drama
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KNOWLEDGE IS VITAL. BUT KNOWLEDGE IS NOTHING WITHOUT UNDERSTANDING.

We all know that even the gentlest of breezes can light up a child’s face with pleasure.
But when you understand enough about the wind to harness its full power,

you can light up entire cities.

That’s understanding. That’s The Wall Street Journal Europe.
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