
OPEC ministers meet Satur-
day in Cairo to weigh another
round of steep production cuts
as continuing global economic
problems drive crude prices to
levels not seen in years. Page 2

n UBS shareholders approved
the Swiss bank’s plan to seek
government help, and its chair-
man said more ex-executives
would return pay. Page 15

n Woolworths and MFI filed for
administration as the economic
downturn takes a toll on U.K.
retailers. DSG and Kingfisher
posted dismal results. Page 5

n Enel will try to sell a control-
ling stake in the utility’s Italian
natural-gas grid as the com-
pany seeks to cut debt. Page 6

n European shares gained, led
by strength in oil companies,
banks and car makers. Page 17

n Euro-zone confidence col-
lapsed in November, bolstering
predictions the ECB may need
to make a larger-than-expected
rate cut next week. Page 9

n Spain’s Zapatero said his gov-
ernment will approve a $14.37
billion stimulus package. Page 9

India’s Singh said the group
behind terror attacks that killed
at least 119 in Mumbai was
from outside the country, as In-
dian forces appeared to make
progress in flushing terrorists
out of buildings. Analysts said
Singh was referring to Paki-
stan, a suggestion that could
raise tensions between the ri-
val nations. Pakistani leaders
condemned the attacks. Page 1

n Iraq’s Parliament passed a
security pact between Washing-
ton and Baghdad, capping a tor-
tuous approval process. Page 3

n A suicide car bombing killed
four Afghan civilians near the
U.S. Embassy in Kabul. Page 8

n The upper chamber of the
Czech Parliament approved a
deal with the U.S. to accept a
missile-defense installation.

n Antigovernment protesters
swarmed Bangkok’s second ma-
jor airport and Thailand’s prime
minister declared a state of emer-
gency at both facilities. Page 8

n Russia’s Medvedev agreed to
help start a nuclear-energy pro-
gram in Venezuela during a visit.

n Over 10,000 Congolese civil-
ians fled to Uganda in a matter
of hours to escape renewed fight-
ing, the U.N. refugee agency said.

n Pirates boarded a fishing boat
in a rare attack off West Africa.
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People take cover at the sound of gunfire outside the Taj Mahal Palace hotel in Mumbai Thursday.

Indian forces gain on Mumbai attackers
Death toll tops 119 as Islamist group claims responsibility for coordinated attacks; Singh slams ‘neighbors’

Business travelers worry on safety

Editorial&Opinion
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As Indian forces appeared to
make progress in flushing terrorists
from two hotels and another build-
ing in downtown Mumbai early Fri-
day morning local time, Prime Minis-
ter Manmohan Singh said the group
behind the series of terror attacks
that killed at least 119 people was
from outside the country.

“We will take up strongly with

our neighbors that the use of their
territory for launching attacks on us
will not be tolerated, and that there
would be a cost if suitable measures
are not taken by them,” Mr. Singh
said in a televised address to the na-
tion.

Mr. Singh didn’t name any coun-
try, but political analysts said he
was referring to Pakistan, India’s
longstanding South Asian rival, a
suggestion that could raise tensions
between the two nuclear-armed
countries.

Pakistan Foreign Minister Shah
Mahmood Qureshi, who is visiting
India, condemned the attacks and
called for joint action by the two
countries to counter terrorism. “I
assure the Indian government of
our complete cooperation and sup-
port. Terrorism is a global phenom-
enon. We in Pakistan deal with it on
a daily basis,” Mr. Qureshi told the
Press Trust of India. “We will have
to join all our resources to fight the
menace.”

Pakistan President Asif Ali Zard-
ari and Prime Minister Yousaf Raza
Gilani also issued statements con-
demning the attacks, the state-run
Associated Press of Pakistan re-
ported.

A previously unknown Islamist
group calling itself the “Deccan Mu-
jahedeen” claimed responsibility
for the attacks on the Taj Mahal Pal-
ace hotel, the Oberoi Trident Hotel
complex and at least eight other tar-
gets, including Mumbai’s central
railway station, a restaurant popu-
lar with foreigners and a hospital.

The attacks began Wednesday
night and continued through much

of Thursday, punctuated by explo-
sions and automatic rifle fire. Ter-
rorists at one point held several
dozen hostages at the luxury hotels,
among Mumbai’s most popular

with Western business travelers
and tourists. Witnesses said some
of the terrorists appeared to search
out Britons and Americans at the ho-
tels, demanding that foreigners pro-

duce their passports.
Other attackers also took at

least two hostages at a Jewish cen-
ter in the city and were still holding

Please turn to page 26

What sanctions?
German firms get lessons on
how to do business with Iran.
Review & Outlook. Page 10

For business travelers who fre-
quently pass through South Asia,
the attacks on two of Mumbai’s
most prominent hotels pose an un-
settling question: Is there any
place safe to stay?

Large and well-outfitted hotels
such as the Taj Mahal Palace hotel

and Oberoi Trident Hotel, along
with familiar Western brand
names such as Marriott and
Sheraton, are often considered ha-
vens by executives traveling in for-
eign lands. Many of these travel-
ers depend on the services that
these big hotels offer—from easy
Internet access to translators—to
transact business. But their popu-
larity with businesspeople, partic-
ularly Western executives, is also
what makes them targets for ter-
rorists.

“Hotels are in a difficult posi-
tion,” said Robert Grenier, the

former head of the U.S. Central In-
telligence Agency’s counterterror-
ism section and now chairman for
global security consulting at Kroll
Inc., the investigative arm of
Marsh & McLennan Cos. “They are
in the hospitality business, and so
it is difficult for them to turn them-

Please turn to back page

Policemen wait outside the Oberoi Trident Hotel in Mumbai on Thursday. In the
wake of recent violence, some companies imposed temporary travel bans to India.
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What’s News—
Business & Finance World-Wide

Money & Investing > Page 15

By Yaroslav Trofimov, Peter
Wonacott and Geeta Anand in
Mumbai and Gaurav
Raghuvanshi in New Delhi

By Gabriel Kahn in Los Angeles,
Yumiko Ono in Tokyo,
Geoffrey A. Fowler in Hong
Kong and Santanu Choudhury
in New Delhi

Further fallout
n Mumbai’s dreams of becoming a
financial capital unravel ............. 12
n Indian markets are expected to
take a hit when they reopen ....... 15
n The attacks unleash a storm of
live updates from residents ....... 27

Markets 4 p.m. ET
NET PCT

MARKET CLOSE CHG CHG

DJIA 8726.61 Closed
Nasdaq 1532.10 Closed
DJ Stoxx 600 203.62 +4.77 +2.40
FTSE 100 4226.10 +73.41 +1.77
DAX 4665.27+104.77 +2.30
CAC 40 3250.39 +80.54 +2.54

Euro $1.2889+0.0016 +0.12
Nymex crude $54.44 +3.67 +7.23

VO L . X X V I N O . 2 1 3  F R I DAY - S U N DAY, N OV E M B E R 2 8 - 3 0, 2 0 0 8

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

Is world trade about to
grind to a halt? The Baltic
Dry Index, which measures
the cost of shipping com-
modities and is a proxy for
international trade, has
fallen 94% since May to its
lowest level since 1987. But
while that looks alarming,
the reality isn’t so bad.

Goods still are being
transported, albeit at a fall-
ing rate. Shipping, which ac-
counts for about 90% of
world trade, is likely to fall
just 0.5% next year, accord-
ing to the Economist Intelli-
gence Unit, the Economist
magazine’s research group.

The cost of shipping
may have plummeted—deliv-
ering a ton of cargo from

Australia to China now
costs less than $4 a day
compared with almost $45
in May. Ship operators still
prefer running vessels at a
loss over leave them idling.

But these losses won’t
be sustainable for long. The
collapse in prices is down
to a number of factors.
First, there has been a
slump in demand for com-
modities. U.S. grain exports
have fallen by a third, or
three million tons, in Sep-
tember from the previous
month. Japan’s coal imports
halved to just nine million
tons. And hardly any iron
ore has shipped in the last
couple of months. Mean-
while, exporters have been

pushing for cheaper ship-
ping rates as margins have
been squeezed by the col-
lapse in commodity prices.

Second, the industry suf-
fers from chronic overcapac-
ity. Over the past two
years, about 50 million tons
have been added to a global
fleet capacity of close to
420 million tons. In 2009
and 2010, more than 175 mil-
lion tons is due to come
into service. Some orders
will need to be canceled if
shipping rates are to rise.

But the most pressing is-
sue is the lack of trade fi-
nance, which is making ex-
porters less willing to ship
goods. This isn’t just an is-
sue for the shipping indus-
try: Without finance, world
trade could grind to a halt.
 —Sean Walters

Switzerland, best-known
for the secrecy of its banks,
is fast becoming famous for
public acts of contrition by
its bankers.

So far, former UBS execu-
tives, including the former
chairman and chief executive,
have returned 70 million
Swiss francs ($59 million).
Now Chairman Peter Kurer
says he expects more employ-

ees to follow their example.
That will, in turn, increase
the pressure on former execu-
tives of other banks to hand
back some of their swag.

No doubt this self-sacri-
fice will help counter some
of the anger directed at the
banking industry. Remunera-
tion at UBS and other banks
was excessive. Even so,
there is a hint of the mob in

the clamor for the return of
money legitimately earned—
particularly when those de-
mands are fuelled by politi-
cians who bear some re-
sponsibility for the crisis.

True, Switzerland and
UBS are special cases. Few
countries are as dependent
on financial services, and
UBS has received a substan-
tial government bailout.

But more important than
arm-twisting former em-
ployees is the need to re-
think the way bankers are
to be paid. The problem of
how to oversee managers of
other people’s money, co-
gently identified by Adam
Smith in the 18th century,
continues to haunt capital-
ist economies in the 21st
century. —Matthew Curtin

Trouble in U.K. retailing

Swiss, like Adam Smith, ponder what bankers are worth

There isn’t much festive
spirit on U.K. shopping
streets. Two of Britain’s
best-known retailers
—Woolworths, which em-
ploys 25,000, and furniture
group MFI—collapsed on
Thursday, while a third,
electronics retailer DSG, an-
nounced its first loss in 25
years.

In reality, the collapse of
Woolworths has been on
the cards almost since it
was spun out of Kingfisher
in 2001. Overburdened by
expensive leases, it was a
jack of all trades and mas-
ter of none in operational
and strategic terms. Simi-
larly, MFI has undergone
continuous restructuring as
it struggled to compete
with low-cost rivals. And
DSG has long been grap-
pling with growing online
competition.

Even so, Black Thursday
will still send shivers down
spines across U.K. retailing.
Woolworths and MFI were
both early exponents of the
U.K. retail sector’s boom-
time practice of operating
mainly on a mainly lease-
hold model.

At the height of the
credit bubble, many U.K. re-

tailers were snapped up by
private equity at high
prices. The new owners
stripped out the freehold
property, saddling the oper-
ating businesses with high
rents that left them ex-
posed to an economic down-
turn.

Among the beneficiaries
from the demise of Wool-
worths may be supermarket
groups, who could pick up
some of Woolworths’s town-
center sites at rock-bottom
prices, allowing them to ex-
tend their convenience for-
mats.

Increasingly, the super-
markets compete with
smaller retailers on every-
thing from groceries to
clothing and stationery. One
reason why the supermar-
kets are in a position to
take advantage is that they
have generally held on to
their property.

Struggling to meet rent
obligations is often the first
sign of trouble for retailers,
who mostly pay rent quar-
terly in advance. For many,
the next rent payment will
fall due on Dec. 25. Christ-
mas Day may not be much
of a celebration for these
companies.
 —Molly Neal

Is shipping on way to dry dock?

Travelers ask: Is there any place safe to stay?

Not that bad
The Baltic Dry Index,
year-to-date
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By Alex Wilson

MELBOURNE, Australia—BHP
Billiton Ltd. Chief Executive Mar-
ius Kloppers said Thursday the
miner isn’t immune to any slow-
down in demand for commodities,
and he vowed to shut down any
mines that become unprofitable
as prices fall.

While other companies have
cut output from their mines as de-
mand has slowed and lower prices
have crimped margins, BHP has so
far maintained production at its
operations, with the exception of
its Samarco iron ore joint venture
in Brazil.

BHP took the market by sur-
prise Tuesday when it walked
away from its $70 billion bid for
Rio Tinto after a year of hostili-
ties.

Mr. Kloppers said that so far,
BHP has been able to maintain its
sales volumes through a combina-
tion of long-term contracts and
spot sales.

“There is no doubt that these
are very challenging times, uncer-
tainty in the shorter-term outlook
remains and we do not expect to
be immune from the changes in
the world economy,” he told share-
holders at the miner’s annual gen-
eral meeting in Melbourne.

Mr. Kloppers said Chinese steel
production, a key driver of de-
mand for BHP’s iron ore and cok-
ing coal, is expected to be down
about 17% year-to-year in 2008.

“This will eventually flow
through to all of us in the indus-
try,” he said.

BHP says it will
close any mines
that make losses

selves into fortresses.”
In recent years, large hotels

throughout Asia have been targets
of some of the most deadly terrorist
attacks. On Sept. 20, at least 54 peo-
ple were killed and more than 250 in-
jured when a suicide bomber blew
up an explosive-laden truck outside
a Marriott-branded hotel in Islama-
bad, Pakistan. In 2003, in Jakarta, In-
donesia, a car bomb killed at least 13
and injured more than 100 at the lux-
ury JW Marriott. In 2002, the Marri-
ott in Karachi, Pakistan, was also
damaged in an attack on the nearby
U.S. consulate.

In the wake of these attacks,
many large hotels in Asia responded
by heightening security, sometimes
to extreme levels, such as adding
bomb-sniffing dogs in the lobby and
conducting routine luggage
searches. But these measures, many
of which make life impractical for
hotel guests, often disappear as
memory of the attacks fades.

“I just arrived several hours ago
in Saudi Arabia, and at major hotels
you can just drive right up to the
door,” Mr. Grenier said.

At the Trident Hotel in Mumbai,
Hisashi Tsuda, 38 years old, who
was accompanying some clients on
a business trip to India, was killed
just as he was checking in, accord-
ing to a spokesman from his em-
ployer, energy importer Mitsui
Marubeni Liquefied Gas.

Mr. Grenier wonders whether
the top hotels are the safest place
for executives. “It is best for foreign
executives, particularly Western-
ers, to keep a low profile. That may
mean staying in a three-star hotel,
not in a five-star hotel. Not having
an entourage. Not using a fancy
car,” he said.

But Andrew Steele, the general

manager of the 320-room New Delhi
hotel owned by Shangri-La Hotels
and Resorts, said that business trav-
elers weren’t necessarily safer off at
less well-known hotels. “Each com-
pany has to do a reasonable amount
of due diligence in the hotels that
they choose,” he said. But “I would
rather be in a hotel that is proactive
in providing security at all levels ...
rather than a hotel which is simply
smaller.”

Operating in countries such as In-
donesia that have been the source of
terrorist attacks, “we have some
proactive approaches’ to ensuring
security, said Mr. Steele. Under nor-
mal circumstances, his hotel in In-
dia’s capital city undertakes regular
security audits, screens vehicles
and luggage and uses metal detec-
tors to check visitors. Since Wednes-
day’s attacks, he said, the hotel has
added extra armed security both
around the perimeter of the hotel
and inside.

In the wake of Wednesday’s vio-
lence, some foreign companies im-
posed temporary travel bans to In-
dia. Walt Disney Co. shut its Mum-
bai office Thursday and canceled or
deferred travel to Mumbai and
other parts of India, according to
company spokeswoman Alannah
Hall-Smith.

Two big brokerage firms in Ja-
pan, Nomura Holdings Inc. and
Daiwa Securities SMBC Co., both
curtailed employee travel to India.

Steve Vickers, chairman of FTI-
International Risk, a Hong Kong-
based security consultancy, said
many companies act irrationally
when it comes to corporate travel—
taking indiscriminate risks before
an incident and excessive caution af-
terward.

“India was obviously already a
hot spot,” said Mr. Vickers, who

warned of the area’s growing travel
risk in a paper published in October.
Many multinational companies, he
said, have recently cut back on the
travel services they provide their ex-
ecutives, which help to assess dan-
ger in different countries and offer
strategies for safeguarding staff.

He also said many of the stan-
dard procedures that big hotels take
to increase security after an attack
are often ineffective. “It’s not just a
question of building big walls and
having security badges, which is the
typical response,” he said. Rarely,
he said, do hotel staffs have ade-
quate training in how to deal with
terrorist incidents.

Indian Hotels Co., which owns
the Taj group of hotels including the
Taj Mahal Palace hotel in Mumbai,
expects a large number of cancella-
tions in hotel-industry bookings in
the country during the next couple
of months, R.K. Krishna Kumar, man-
aging director of Indian Hotels, said
on CNBC TV18. “I expect that over
the next two to three months there
will be a very large number of cancel-
lations which will happen, but I do
believe that the industry as a whole
will bounce back like many other
destinations have,” Mr. Kumar said.

India attracted 4.32 million for-
eign tourists from January to Octo-
ber 2008, up 9.4% from a year ear-
lier. A total of 5.08 million foreign
visitors arrived in 2007, a growth of
14%. Foreign direct investment in
the country totaled $12.7 billion in
2007, up 37% from a year earlier, ac-
cording to government data. This
figure was already surpassed dur-
ing January-August 2008, with total
foreign investment inflow of $26.53
billion, more than double the previ-
ous year's total.

Some global airlines such as
Delta Airlines and Continental Air-

lines Inc. said they are considering
canceling their flights to and from
Mumbai, while some Indian carriers
are stopping their Mumbai flights.

Duncan Clark, chairman of
Beijing-based technology consul-
tancy BDA (China) Ltd., who travels
frequently to India, said that since
the JW Marriott was bombed in
Jakarta in 2003, he has tried to
avoid prominent Western hotel
chains, opting for Asian ones in-
stead, such as the Shangri La in New
Delhi, or even the Oberoi in Mum-
bai. “However, this bombing which
has targeted Indian chains, shows
that logic is flawed,” he said.

“The gates at the hotels seem
pretty flimsy and don’t seem like
they could withstand a truck bomb
like the one in Islamabad recently,”
he added. “Getting a room on a low
floor facing away from the street or
main entrance is one strategy.”

He said he is now thinking of giv-
ing up the perks of gyms and Wi-Fi
of the large hotels and opting for
lower-profile hotels or even ser-
viced apartments.

Miles Young, the incoming chief
executive of WPP’s Ogilvy & Mather
ad agency, said that planning for
any attack is difficult. “We all know
Bombay is a city with security is-
sues, but it has never been on our
mental danger list for an atrocity of
this kind,” he said. His company’s ho-
tel policy “shies away from staying
in iconic hotels in major tourist cen-
ters like Bombay anyway, but in
many Asian cities one can hardly
avoid meetings or visits to them,”
he added.

However, Mr. Young said that he
doesn’t expect the attacks to deter
his company’s interest in the fast-
growing Indian market. He plans to
visit the city soon, and “would not
even think of changing that.”

Continued from first page
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