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Is Pension Crisis a Scapegoat?
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Funded status of the pension plans
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On a Road to Recovery
The 100 pension plans with the largest liabilities are
poised for a turnaround.

Assets $865 $772 $849 $867
in billions

Liabilities $856 $945 $966 $886
in billions

—Inside—

MorganStanleySettles, butWoesLinger
Deal to Set Aside $50 Million

For Clients Resolves SECCharges,

ButMutual-Fund Probes Continue

Markets Diary/Trading for Monday, November 17, 2003 1 WSJ.com subscribers can get 24-hour updated news, stock quotes, and
background information in The Wall Street Journal Online at WSJ.com.

Stocks
Dow Jones Industrial Average 9710.83 t  –57.85
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NET % 12-MONTH YTD
INDEX CLOSE CHG CHG % CHG % CHG

DJIA 9710.83 –57.85 –0.59 +14.43 +16.41
Nasdaq Comp. 1909.61 –20.65 –1.07 +37.02 +42.99
S&P 500 1043.63 – 6.72 –0.64 +15.91 +18.62
Russell 2000 526.21 – 6.75 –1.27 +37.54 +37.36

Global Stocks
DJ World Stock Index (excluding U.S.) 131.98 t  –3.16
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NET % 12-MONTH YTD
INDEX CLOSE CHG CHG % CHG % CHG

DJ World (ex. U.S.) 131.98 – 3.16 –2.34 +25.62 +26.26
Nikkei 225 9786.83 –380.23 –3.74 +17.26 +14.08
DJ Euro STOXX 50 2586.05 – 70.89 –2.67 + 0.52 + 8.37
MSCI EAFE 1166.33 – 25.49 –2.14 +21.13 +22.43

Bonds & Interest
10-Year Treasury Note Yield (4 p.m. ET) 4.195%
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MON FRI TTL RTN
*via Ryan Labs MON YIELD FRI YIELD YTD % CHG

10-year Treasury note 100.44 4.20% 100.26 4.22% *+ 1.45
3-month Treasury bill 0.93 0.93 0.93 0.93 *+ 0.93
DJ Corporate Bond Index 173.93 4.73 173.41 4.78 + 9.24
Lehman Brothers MBS 1075.67 4.91 1074.29 4.94 + 2.46

U.S. Dollar
Percentage change since Nov. 18, 2002 94.6 s  +0.2
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LATE LATE DAY'S DAY'S
CURRENCY NY FRI HIGH LOW

Euro (in U.S. dollars) 1.1755 1.1782 1.1848 1.1729
Japanese yen (per U.S. dollar) 108.92 108.31 108.26 109.74
British pound (in U.S. dollars) 1.6927 1.6872 1.6939 1.6864
Canadian dollar (per U.S. dollar) 1.3125 1.3024 1.2998 1.3151

Commodities
DJ-AIG Commodity Futures (1991=100) 128.499 t  –2.354
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CLOSE CHANGE FRI YR AGO

DJ-AIG Commodity Futures 128.499 – 2.354 130.853 104.020
Oil (Nymex crude future), bbl. $ 31.73 – 0.64 $ 32.37 $ 26.71
Gold (Comex spot), troy oz. $391.50 – 6.30 $397.80 $319.20
Wheat (#2 hard KC), bu. $3.9475 –0.0200 $3.9675 $4.6725

n Heard on the Street:
How investment firm
Tweedy Browne’s protests
helped to force Conrad
Black’s hand at Hollinger.

(Article on page C3.)
i i i

n Executives on Trial: The Tyco judge
rules that he will allow prosecutors
to question the firm’s outside lawyer.

(Article on page C3.)
i i i

n World Stock Markets: Tokyo shares
take a tumble, partly on terror fears.

(Article on page C14.)

By E.S. BROWNING

A
FTER SWOONING in the morning follow-
ing Tokyo’s market slide, U.S. stocks re-
bounded in the afternoon as investors

showed confidence in the longer-term outlook for
stocks.

Down as much as 138.81 points during the day,
the Dow Jones Industrial Average finished with a
decline of 57.85 points, or
0.59%, at 9710.83. Under
pressure for most of this
month, the index has been
down in six of the past
seven sessions, but it still is up 16% on the year.

Even with the late rebound, however, almost
all stock groups finished the day with losses, fol-
lowing the decline of 3.7% in Tokyo’s Nikkei index.
The Tokyo index shocked investors by dropping
below 10000 for the first time since Aug. 15.

“If they overshot too far they bounce back very
quickly,” said John O’Donoghue, senior stock
trader at New York brokerage firm Credit Suisse
First Boston. He noted that technology stocks re-
covered sharply from their lows as investors con-
cluded that they had become inexpensive. “And
we continue to see demand in the more consumer-
oriented defensive stocks” such as Altria Group
(the former Philip Morris Cos.), Coca-Cola and
Anheuser-Busch. Some investors have been sell-
ing big winners and rotating toward those more
stable companies, which have risen less this year,
he said.

Some analysts blamed the day’s decline on a
new wave of al Qaeda threats, as well as recent
allied deaths in Iraq. But there were few signs of
fear in the financial markets, as gold prices fell,
the dollar rose, and Treasury bonds were little
changed.

The biggest problem facing stocks at the mo-
Please Turn to Page C14, Column 1

By JOHN HECHINGER

Boston

I
NVESTORS CONTINUED to flee Putnam Invest-
ments, as assets under management tumbled $7
billion, or 3%, last week at the first mutual-fund

firm charged in the widening trading scandal.
Last week’s redemptions brought Putnam’s

drop in assets over the past two weeks to $21
billion, the size of a midtier mutual-fund firm.

“This is unprecedented,” says Russel Kinnel,
director of fund analysis at Morningstar Inc., a
Chicago fund tracker. (In a separate development,
the SEC’s Donaldson defended the quick Putnam

settlement. See article on page D9.)
And the defections are continuing this week.

The board of the California Public Employees’
Retirement System voted late yesterday to fire
Putnam as one of its managers. Putnam manages
$1.2 billion in U.S. and international stock portfo-
lios for Calpers.

Calpers spokesman Brad Pacheco said the
board made its decision because of a “severe lack
of ethical standards within the firm.”

“We hope this will send a strong message to
the industry that corporate governance, ethical
standards and compliance have to be im-

Please Turn to Page C13, Column 1

By THEO FRANCIS
And ROBIN SIDEL

C
REATING ONE OF the largest property-ca-
sualty insurers in the country and poten-
tially presaging more consolidation in the

industry, Travelers Property Casualty Corp. and
St. Paul Cos. agreed to merge as expected in an
all-stock deal valued at $16.4 billion, the compa-
nies said.

Although the companies described the deal as
a “merger of equals”—to create St. Paul Travelers
Cos.—financial terms call for the smaller St. Paul
to acquire the larger Travelers in an all-stock
transaction that offers essentially no price pre-
mium to Travelers’ shareholders.

No-premium deals often trigger speculation of
potential rival bidders, but few deal makers ex-
pect another suitor to swoop
in for either Travelers or St.
Paul. There is a $300 million
breakup fee if either com-
pany walks away from the
deal. The talks were re-
ported in yesterday’s Wall
Street Journal.

The pact will leave St.
Paul Chief Executive Jay S.
Fishman at the helm of the
combined company, to be
based in St. Paul, Minn., but
with much of its operations
still in Travelers’ home of
Hartford, Conn. The compa-
nies said they expect a $350 million restructuring
charge once the merger is complete, probably in
next year’s second quarter.

Analysts and investors sifted the announcement
for clues as to its larger meaning for the industry.
Numerous Wall Street analysts interpreted the deal
as a signal that the “hard” market of rising pre-
mium rates, which property-casualty insurers have
enjoyed over the past two years, may be waning, a
development that would increase the likelihood
that a wave of industry consolidation is ahead.

Recently, insurance executives have warned
Please Turn to Page C5, Column 1

Danger Signs
n All of a sudden, the stock markets
look shaky.

As usual, people are at a loss to explain
why. And so commentators pointed to the
bombings in Turkey and the crash of two
Black Hawk helicopters in Iraq. Japan’s

stock market fell be-
cause of worries
about terrorism; at
least that was the ex-
planation given. But
is it true investors
have finally started
to worry about the
Middle East?

The Dow finished
down 57.85 points, af-
ter a weak perform-
ance Friday. Two
so-so trading days
don’t make a trend,
nor would two weeks.
One factor in the stall-

out is that the markets have anticipated an
economic and profits recovery since earlier
this year. Now that it’s here, investors sell.

Nevertheless, there is an almost palpa-
ble air of worry and skepticism, despite
the bullying insistence of the permaposi-
tivists that things are truly good. That
anxiety seems to be overcoming steadily
strong economic data. Yesterday, the gov-
ernment put out figures on business in-
ventories that suggest that the initial esti-
mate for third-quarter economic growth
will be revised up from the already whop-
ping 7.2%. It could go as high as 8%, ac-
cording to Morgan Stanley estimates.
And the New York Empire survey of man-
ufacturing activity was buoyant.

Yet the markets feel jittery. Some
Iraq concern makes sense. A soaring
price of oil squeezes company profits. If
the world is less safe, companies will in-
vest less abroad and investors will likely
keep their money closer to home.

But that isn’t enough to explain why
the markets are reacting now. The bomb-
ings in Turkey, for instance, are ominous,
but there have been other bombings in
Saudi Arabia that didn’t push stocks
down. A destabilized Saudi Arabia is argu-
ably more dangerous, especially for the
oil supply, than an unstable Turkey.

So, what’s the underlying anxiety? Well,
the economy is going to slow in the fourth
quarter from its rabid pace. The consumer
never de-levered during the slowdown and is
sitting on an expensive new car and home.

Businesses are investing and even hir-
ing modestly. But how long will they do so
if consumer demand doesn’t accelerate?
Not long, no matter what happens in Iraq.

Send comments to tape@wsj.com and check
Mondays for some letters at WSJ.com/Tape

ALLIANCE CAPITAL MGMT. (Stock
symbol: AC; French insurer AXA SA
is majority owner.) Tied to scandal
when it suspended fund manager
Gerald Malone and a sales executive
for allegedly helping rapid trading.
Current situation: Posted a 
$190 million charge related to funds
probe. Malone and sales executive
resigned; others have, or have been
asked to.

AMERICAN EXPRESS (AXP)
Its American Express Financial
Advisors allegedly failed to deliver
“breakpoint” discounts on mutual
fund purchases. Current situation:
It says it could face sanctions from
regulators.

BANK OF AMERICA (BAC)
Employees allegedly help Canary
Capital “market time” the firm’s
Nations Funds. Several staffers fired.
Current situation: Conducting an
independent review of fund policies.
Posted a $100 million charge.

BANK ONE (ONE)
Allegedly allowed Canary Capital to
“market time” its One Group funds.
Current situation: Internal probe.

CHARLES SCHWAB (SCH) 
Says it found instances of market
timing and possibly late trading in
its U.S. Trust unit. Current situation:
Says it has provided the information
to the SEC and is still investigating.

FEDERATEDINVESTORS (FII)
Internal probe uncovers rapid trading
and late trading. Current situation:
Independent reviews of sales practices.

FREDALGER MGMT. (Private)
One of three suspended employees,
James Connelly Jr., pleaded guilty to
obstructing the fund-trading probe.
Current situation: Continuing its
internal review of fund-sales practices.

JANUS CAPITAL (JNS)
Allegedly allowed Canary Capital to
“market time” its funds. Current 
situation: Completing an internal
review of its fund-trading practices
and policies.

LOOMIS SAYLES & CO.
(Owned by CDC Ixis.) Says it had
accepted investments from frequent
traders. Current situation: Said it
stopped dealing with the traders.

MORGAN STANLEY (MWD)
Regulators look at whether brokers
recommend inappropriate share
classes, such as B-fund shares, to
clients. Current situation: Yesterday,
Morgan Stanley announced a settle-
ment with the SEC and NASD on
sales and disclosure practices; will
pay $50 million.

PILGRIM, BAXTER & ASSOC.
(Owned by South African-based firm
Old Mutual PLC, whose stock trades

in London.) Firm’s founders connect-
ed to timing trades in Pilgrim
Baxter’s PBHG funds. Current situa-
tion: The founders, Gary Pilgrim and
Harold Baxter, retired.

PRUDENTIAL/WACHOVIA (WB;
Wachovia Corp. controls unit that
includes the former Pru brokerage.)
A dozen stockbrokers and managers
resign over suspicions of market tim-
ing. Massachusetts regulators and
SEC this month filed civil charges
against individuals. Current situa-
tion: The NASD is also investigating
for possible late trading of funds and
improper oversight of orders. Liability
still rests with Prudential Financial
Inc., which has a minority stake.

PUTNAM INVESTMENTS (MMC;
owned by Marsh & McLennan.)
Investigators probe short-term trading
in Putnam international-stock funds.
Current situation: The first mutual-
fund firm charged in the scandal,
Putnam settled with SEC regulators
last week over rapid trading. It
pledged “groundbreaking” reforms.
CEO Lawrence Lasser resigned. Two
managers charged with civil fraud.

STRONG CAPITAL (Private) 
Allegedly allowed Canary Capital to
“market time” its funds Current 
situation: Doing an internal review;
will increase independent directors

overseeing funds. Richard Strong, s
whom New York state investigators
allege profited from timing trades in
funds overseen by Strong Capital,
resigned as chairman of the Strong
Funds board.

Scandal Scorecard
Here is the status of some of the companies in the mutual-
fund investigations. Most firms say they are cooperating and
will make restitution to investors. Wall Street firms including
Citigroup, Bear Stearns, Merrill Lynch and Prudential (more
details below) have also taken action against brokers. And a
trade-processing company, Security Trust Co., could face
charges in coming days from the New York attorney general.

Sources: The Wall Street Journal Online; WSJ reporting

Eliot Spitzer,
New York 

state attorney
general, broke

the funds case
on Sept. 3.
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By TOM LAURICELLA

A
LLEGING SIGNIFICANT wrongdoing in
how a major Wall Street firm has sold
mutual funds to investors, the Securities

and Exchange Commission charged Morgan Stan-
ley with a companywide failure to tell clients that
it paid its brokers more to sell certain mutual
funds that were more profitable to the firm.

In addition, in a case that was expected, the
SEC said Morgan Stanley often failed to tell cli-
ents important information about the purchase of
certain types of mutual-fund shares that would, in
some circumstances, end up costing the investors
more in fees while giving Morgan Stanley brokers
a bigger commission payment.

Morgan Stanley settled the civil charges with-
out admitting or denying wrongdoing. It will pay
$50 million, which will be put aside to reimburse

Morgan Stanley clients af-
fected by the sales prac-
tices. Morgan Stanley will
also have to take steps to
accommodate clients who
were put into inappropri-
ate fund-share classes.

“Few things are more
important to investors than

receiving unbiased advice from their investment
professionals—or knowing that what they’re get-
ting may not be unbiased,” Stephen Cutler, direc-
tor of the SEC’s enforcement division said at a
news conference announcing the charges. “In
plain and simple terms, Morgan Stanley’s custom-
ers were not informed of the extent to which Mor-
gan Stanley was motivated to sell them a particu-
lar fund.”

In a statement, Morgan Stanley Chief Execu-
tive Philip Purcell said, “I regret that some of our
sales and disclosure practices have been found
inadequate.” As a result, he said the firm will
change some business practices, including the de-
velopment of a new compensation formula cover-
ing fund sales for brokers and branch managers.

Morgan Stanley’s legal woes connected with its
mutual-fund sales practices aren’t necessarily
over. The New York firm is still facing civil
charges by the state of Massachusetts alleging
that the firm should have told investors of incen-
tive programs to boost sales of Morgan-run funds.
Massachusetts officials say they are pressing
ahead with their case. Morgan Stanley has said
Massachusetts state law didn’t require such disclo-
sure.

In addition, Morgan Stanley is facing share-
holder lawsuits over fund-sales practices similar
to those addressed by the SEC charges. Morgan
Stanley has said the lawsuits are without merit.

Yesterday’s charges are the latest sign of a
testy relationship between Morgan Stanley and
securities regulators. Less than two weeks ago,
regulators forced the ouster of a consultant as-
signed to choose independent stock-research pro-
viders under terms of a global settlement of
charges that 10 Wall Street firms issued overly
rosy research to individual investors. The regula-
tors took the action because they believed Morgan

Please Turn to Page C13, Column 1
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By THEO FRANCIS
And ELLEN E. SCHULTZ

C
OMPANIES ACROSS the country have
been taking an ax to their pensions, citing
rising costs and the declining health of

their pension plans. This year, some, like invest-
ment bank Morgan Stanley and benefits-consult-
ing firm Watson Wyatt & Co., have cut pension
benefits, while a few, including US Airways Group
Inc., have killed pension plans altogether.

Employers eager to cut pensions blame the
“perfect storm” of falling stock prices and low
interest rates. That confluence caused corporate
pension plans to go from being 23% overfunded at
the end of 2000 to 19% underfunded at the end of
last year, according to Bear Stearns & Co.

But some employees say their pension plans
aren’t as sick or costly as their employers claim,
and argue that the companies are just using tem-
porary market conditions as a pretext to cut bene-
fits.

Indeed, the storm may be passing more
quickly than realized. This year, billions of dollars
in investment losses have vanished, thanks to a
recovering stock market. And interest rates have
moved higher, diminishing the pension obliga-
tions companies must record. The Dow Jones In-
dustrial Average is up 16% year to date and the
yield on the 30-year Treasury bond, a key pension
benchmark, is 5.05%, up from 4.78% on Dec. 31.

“The two biggest tides have risen and should
be lifting the boats,” says Jack Ciesielski, a pen-
sion-accounting expert who writes the Analyst’s
Accounting Observer newsletter for investors.

Moreover, a repeat of the “perfect storm” is un-
likely—interest rates and the stock market have
fallen in tandem only twice in the past 20 years,
during 2001 and 2002.

Bear Stearns, in a report released last week,
said pension plans are now on a “path to recov-
ery.” The report predicts that by the end of 2004,
pension underfunding for the 100 companies with
the biggest benefit obligations in the Standard &
Poor’s 500-stock index will drop to 2%, from 12% at
the end of this year.

Even though pension problems appear to be
ebbing, companies continue efforts to reduce or
kill pension programs.

This summer, Morgan Stanley changed to a less-
generous way of calculating pension benefits. In-
stead of a formula that is based on an employee’s
highest pay, it will instead use a “career average”
formula based on a staffer’s average pay over all
years on the job. Morgan Stanley handouts made
it clear that “most will accrue less in future pen-
sion benefits as a result.”

Securities filings show that Morgan Stanley’s
pension accounting expense—which represents
the pension plan’s impact on corporate income—
rose to $121 million in fiscal 2002 from $68 million
the year before.

However, the filings also show that much of
that increase was a one-time cost related to termi-
nating a pension plan, and most of the remaining
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St. Paul Agrees
To Stock Deal
With Travelers
Merger Valued at $16.4 Billion

May PortendMore Consolidation

For Property-Casualty Insurers

7 7

Ahead
Of the Tape
—Today’s Market Forecast—

Pace of Putnam Redemptions Slows a Bit

The Dow Jones
Industrial Average

As Goes War…

Source: WSJ Market Data Group
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Inside
A former Morgan
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TORONTO in Canadian dollars
ATI Techs 18.21 0.09
Abitibi Consol 8.74 0.24
Alcan Inc 52.25 0.65
Aliant 31.87 0.12
BCE Inc 29.29 0.24
Bank of Mtl 50.89 0.02
Bank of NS 64.10 0.20
Barrick Gold 27.30 –0.20
Biovail Corp 31.70 0.13
Bombardier B 5.25 –0.18
Brascan A 36.52 0.46
Brookfield Props 35.15 0.85
Cdn Imp Bk 60.50 0.18
Cdn Nat Rail 77.25 0.15
Cdn Natural 55.68 –0.32
Cdn Pac Rail 37.50 –0.10
Celestica 18.25 –0.46
Cognos 44.10 –0.33
EnCana Corp 46.30 0.15
Enbridge Inc 53.05 0.15
Falconbridge 25.05 0.05
George Weston 99.90 0.50
GreatWestLifeco 41.20 0.19
Husky Energy 22.70 0.20
Imperial Oil 51.90 0.03
Inco 43.40 0.07
Investors Group 30.57 0.12
Loblaw Cos 62.60 –0.90
Magna Intl A 100.50 –0.31
Manulife Fin 39.30 –0.10
Natl Bk of CA 40.69 0.09
Nexen 38.84 0.39
Noranda 16.26 0.31
Nortel Networks 5.31 –0.16
PetroCanada VV 54.90 0.39
PlacerDome 21.60 –0.12
Potash Corp 102.20 0.28
Power Cp Can 43.33 0.16
Power Fin 45.57 0.07
Research in Motn 57.76 0.59
Royal Bk Canada 63.84 0.69
Shell Canada 55.00 0.60
Shoppers Drug 27.97 0.01
Sun Life Fin 32.00 0.07
Suncor Energy 28.49 –0.06
TELUS Corp 24.59 –0.14
Talisman Energy 65.61 0.11
Thomson Corp 42.93 0.06
Toronto Dom Bk 42.24 0.04
TransCanada 27.70 0.75

MEXICO CITY in pesos
America Movil L 14.38 –0.22
BBVA Bancomer B 9.90 –0.08
Carso Telecom A1 15.64 –0.15
Cemex CPO 56.10 –0.74
Femsa Un 39.94 –0.96
Grupo Carso A1 37.51 –0.53
Grupo Fin Inb O 11.73 0.01
Grupo Televisa 22.80 –0.50
Telefonos Mex L 18.50 –0.14
WalMart Mexico V 33.25 –0.51

BRAZIL in real
Aes Elpa 4.06 –0.14
PetroleoBras or 71.50 –1.30
PetroleoBras pf 67.35 –1.35
Vale do Rio ord 124.77 –3.23
Vale do Rio pfA 110.60 –2.15

CHILE in pesos
Antarchile A 5800.00 –80.00
Banco Sant Chile 13.99 –0.11
Empresas CMPC 10550.00 –147.00
Enersis 81.00 –0.30
Petroleos Chile 4249.90 –45.10

VENEZUELA in bolivars
Cemex Ven 270.00 –10.00
Electric Caracas 435.00 15.00
MercantilSer B 2375.00 75.00
Nacional Tel Ven 5600.00 –30.00
Sivensa 23.95 3.95

Europe

AMSTERDAM in euros
ABN AMRO 18.07 –0.45
Aegon 11.09 –0.54
Fortis 15.25 –0.46
Heineken 31.73 –0.69
ING Groep 17.90 –0.72
PhilipsElects 22.91 –1.14
Royal Dutch 37.70 –0.67
Royal KPN 6.22 ...
TPG 18.02 –0.48
Unilever 50.20 –0.90

BRUSSELS in euros
Algemene Maat 38.35 –0.46
Delhaize Grp 41.06 –0.80
Dexia 13.05 –0.30
Electrabel 247.10 –0.20
Groupe Brux Lam 41.36 –0.91
InterBrew 20.91 0.02
KBC Bank 36.40 –0.54

RTL Group 44.00 –0.70
Solvay 64.15 –0.65
UCB 26.92 –0.06

FRANKFURT in euros
Allianz 91.42 –4.32
BASF 41.20 –1.10
BMW 36.41 –1.23
Bayer 21.85 –0.67
Beiersdorf 95.80 –0.22
Commerzbank 14.76 –0.53
DaimlerChrysler 31.35 –1.08
Deutsche Bank 55.40 –1.78
Deutsche Post 15.74 –0.35
Deutsche Tel 13.51 –0.22
EON AG 45.04 –1.42
Infineon Tech 12.00 –0.49
Metro 34.80 –1.08
Munchen Ruck 100.50 –3.42
RWE 25.35 –0.50
SAP 127.05 –5.47
Schering 42.50 –0.41
Siemens 60.27 –2.75
T-Online Intl 10.33 –0.47
Volkswagen 43.65 –1.40
Yukos ADS 38.40 –1.65

LONDON in pound/pence
Abbey National 5.368 –0.105
Alliance&Leic 8.845 –0.035
Amersham 7.380 –0.020
Anglo American 12.450 –0.340
Assd Brit Foods 5.825 –0.035
Astrazeneca 27.790 –0.660
Aviva x5.025 –0.140
BAA 4.820 –0.030
BAE Systems 1.738 –0.030
BG Group 2.768 –0.022
BHP Billiton 4.418 –0.100
BOC Group 8.140 –0.120
BP 4.140 –0.053
BT Group 1.775 –0.008
Barclays 4.863 –0.010
Boots Group 7.345 –0.045
British Am Tob 7.085 0.035
British Sky B 6.745 –0.080
Cadbury Schwp 3.723 –0.057
Centrica 1.870 –0.030
Compass Group 3.473 –0.057
Diageo 7.260 –0.010
GUS 7.375 –0.065
GlaxoSmithKline 13.750 –0.150
HBOS 6.865 0.030
HSBC Hldgs 8.850 –0.200
Imperial Tobacco 10.340 0.075
Kingfisher 2.793 –0.070
Legal&General 1.038 –0.015
Lloyds TSB 4.000 –0.070
Marks&Spencer 2.793 –0.067
National Grid 3.863 0.043
Pearson 6.650 –0.128
Prudential 4.670 –0.158
ReckittBenck 12.730 –0.070
Reed Elsevier 4.640 –0.070
RioTinto 14.030 –0.450
Royal Bk Scot 15.740 –0.110
SABMiller 5.480 –0.053
Sainsbury J 2.868 –0.045
Scottish Power 3.615 0.015
Scottish&South 6.370 0.150
Shell Transport 3.723 –0.065
Standard Chart 9.200 –0.120
Tesco 2.445 –0.020
Unilever PLC 5.095 –0.085
Vodafone Grp 1.255 –0.018
WPP Group x5.530 –0.065
Wolseley 7.090 –0.145
mmO2 0.660 –0.025

MADRID in euros
Banco Poplr Esp 43.35 –0.22
Banco Sant Hisp 8.33 –0.24
BancoBilVizAr 9.80 –0.34
Endesa 13.60 –0.27
EspanoladePetro 27.55 –0.05
Iberdrola 14.31 –0.19
Inditex 18.94 –0.51
Repsol YPF 14.41 –0.31
Telefonica Mov 7.14 –0.16
Telefonica 10.62 –0.27

MILAN in euros
Assicurazi Gen 20.83 –0.05
Banca Intesa 3.05 –0.07
ENI 13.86 –0.23
Enel 5.41 –0.07
Mediaset 8.99 –0.22
RAS Riunione 13.32 –0.27
Sanpaolo IMI 10.00 –0.21
Telecom Ital Mob 4.07 –0.05
Telecom Italia 2.30 –0.06
Unicredito Ital 4.16 –0.06

PARIS in euros
AXA 15.92 –0.59
Accor 35.38 –0.98
Alcatel 10.57 –0.57
Arcelor 13.28 –0.42
Assurances Gen 43.47 –1.50
Autoroutes Sud 26.20 –0.01
Aventis 48.65 –0.35

BNP Paribas 45.14 –1.59
Bouygues 24.47 –0.48
CNP Assurances 38.97 –0.35
Cap Gemini 40.31 –1.54
Carrefour 44.68 –1.15
Casino Guichard 76.80 –1.80
Christian Dior 46.79 –1.65
Credit Agricole 17.99 –0.38
Dassault Sys 35.15 –0.75
EADS 17.96 –0.50
Essilor Intl 42.20 –0.17
Finaxa 54.00 –1.00
France Telecom 20.18 –0.52
Groupe Danone 127.70 –1.50
Hermes Intl 153.50 –3.50
L'Air Liquide 131.10 –3.40
L'Oreal 62.70 –1.40
LVMH Moet 58.00 –2.15
Lafarge 63.70 –2.65
Lagardere Grp 43.10 –1.10
Michelin 33.21 –0.97
Natexis Banques 90.50 –1.00
Orange 9.52 ...
Pechiney 47.47 –0.03
Pernod Ricard 88.60 –1.90
Peugeot 37.76 –0.95
Pinault Print 81.35 –3.00
Publicis Groupe 26.03 –0.62
Renault 55.70 –1.95
STMicroelecs 22.73 –0.52
SUEZ 13.64 –0.44
Saint Gobain 35.61 –1.40
SanofiSynth 55.60 –0.45
Schneider Elec 51.10 –1.00
Societe Generale 64.45 –1.70
Tele Francaise1 25.71 –0.81
Thales 24.76 –0.52
Thomson 17.64 –0.56
Total 133.00 –3.30
Veolia Environ 18.56 –0.35
Vinci 63.80 –1.95
Vivendi Univ 18.30 –0.69
Wanadoo 6.29 –0.11

STOCKHOLM in krona
Electrolux 163.50 –2.00
ForeningsSpar 131.00 –1.50
HennesMauritz B 179.50 ...
LM Ericsson B 12.50 –0.70
Nordea AB 49.60 –1.40
Sandvik 231.00 –6.00
SkanEnskilda 95.50 –2.50
Svenska Hand A 140.50 –2.00
TeliaSonera 33.70 –0.60
Volvo B 217.00 –6.50

SWITZERLAND in Swiss francs
ABB 8 ...
Adecco 77 –2
Ciba Specialty 89 –2
Credit Suisse 43 –1
Givaudan 593 –12
Holcim reg 59 –1
Nestle 294 –4
Novartis 54 ...
Pargesa Holding 3061 –79
Richemont 31 –1
Roche Hldg ctf 117 –3
Roche Hldg 176 –5
SGS 705 –33
SeronoB 896 –12
Swiss Re 83 –2
Swisscom 384 –2
Syngenta 73 –2
SynthesStratec 1180 –3
UBS 83 –1
Zurich Fin 169 –4

Africa

JOHANNESBURG in rand
Anglo Am Plat 281.50 –4.00
AngloGold 295.00 –2.01
Gold Fields 89.00 –1.70
Sasol 88.26 –2.35
Standard Bank 35.20 0.66

Asia

HONG KONG in H.K. dollars
BOC Hong Kong 13.45 –0.25
CLP Holdings 35.60 –0.40
CNOOC 14.80 –0.20
Cathay Pacific 14.40 –0.20
Cheung Kong Infr 16.90 –0.45
Cheung Kong 60.25 –1.75
China Mobile HK 21.70 –0.50
China Unicom 6.85 –0.20
Citic Pacific 17.70 –0.35
HK&China Gas 11.05 –0.10
Hang Seng Bank 97.75 –1.75
Henderson Land 31.50 –0.60
Hongkong Elect 30.40 –0.30
Hutchison Whamp 57.00 –1.75
JohnsonElectric 9.80 –0.05
Li&Fung 13.20 –0.30
MTR Corp 10.15 –0.20
Sun Hung Kai 62.75 –2.25
Swire Pacific A 45.20 –1.70
Wharf Hldgs 18.40 –0.65

TAIWAN in new Taiwan dollars
Asustek Comptr 75.50 –1.00
Au Optronics 42.80 –1.50
Cathay Fin 50.00 –1.50
Chi Mei Opto 41.20 –1.30
China Developmt 14.00 0.20
China Steel 27.50 –0.10

Chinatrust Fin 34.00 –0.50
ChunghwaTelecom 50.50 –1.00
Compal Elecs 49.30 –1.20
Formosa Chems 52.00 –2.00
Formosa Plastics 51.50 –1.00
Fubon Fin 32.50 –0.40
Hon Hai Precisn 148.50 –3.50
MediaTek 335.00 –7.00
Mega Financial 19.70 –0.10
Nan Ya Plastics 47.40 –1.40
Quanta Computer 86.50 –2.00
Taiwan Cell 31.00 –0.40
Taiwan Sem Mfg 66.50 –1.00
United Microelec 30.30 –1.00

INDONESIA in rupiah
Bank Ctrl Asia 3350 –75
Gudang Garam 12750 50
Hanjaya Mandala 4200 ...
Telekom Ind 5950 250
Unilever Ind 3175 –25

KOREA in won
Hyundai Motor 44500 –700
KT Corp 45900 –100
Kookmin Bk 45750 –950
Korea Electric 22350 –650
LG Electronics 57000 –1500
POSCO 143500 –4000
SK Telecom 190500 –5500
Samsung Elecs 461000 –8000
Samsung SDI 120000 –2000
Shinhan Fin 18400 –850

KUALA LUMPUR in ringgit
British Am Tob M 42.00 ...
Malayan Bkg 9.55 –0.05
Malaysia Intl 11.30 –0.10
Maxis Comms 7.25 –0.05
PLUS Expresswys 2.48 –0.06
Petronas Gas 7.50 ...
Public Bank 2.55 –0.03
Sime Darby 5.45 –0.10
Telekom Malaysia 8.40 –0.20
Tenaga Nasional 8.95 –0.35

SINGAPORE in Singapore $
City Developmt 5.90 –0.20
DBS Group 14.20 –0.70
Great Eastern 10.80 –0.20
OverseaChinese 11.80 –0.30
Singapore Air 11.80 –0.50
Singapore Press 18.60 ...
Singapore Tech 1.95 –0.05
SingaporeTelecm 1.81 –0.01
United Overseas 12.60 –0.40
Venture Corp 18.90 –0.70

TOKYO in yen
Bridgestone 1402 –2
Canon 4910 –120
Central Jpn Rail 900000 –19000
Chubu Electric 2205 20
Dai Nippon Print 1388 –51
Denso Corp 1991 –49
East Japan Rail 503000 ...
Fanuc 6410 –30
Fuji Photo Film 2955 –95
Hitachi 611 –21
Honda Motor 4340 –30
Ito Yokado 3780 –80
JFE Holdings 2410 –140
Japan Tobacco 709000 –11000
KDDI Corp 544000 –24000
Kansai Electric 1845 –3
Kao Corp 2270 –30
Kyocera 6340 –110
Matsushita Elec 1409 –42
MilleaHoldings 1280000 –30000
Mitsu Tokyo 701000 –44000
Mitsubishi Cp 1026 –41
Mitsubishi Est 946 –48
Mitsui Sumitomo 841 –31
Mitsui&Co 764 –23
Mizuho Fin 214000 –26000
Murata Mfg 6120 –130
NEC Corp 834 –50
NTT Data 400000 –14000
NTT DoCoMo 239000 6000

Nippon Steel 201 –9
NipponTelegraph 502000 1000
Nissan Motor 1269 –30
Nomura Hldgs 1642 –78
Resona Hldgs 124 –10
Ricoh Co 1958 –35
Rohm Co 12730 –770
Seven Eleven Jp 3120 –170
Sharp Corp 1627 –83
Shin Etsu Chem 3970 –160
Softbank Corp 3500 –500
Sony Corp 3770 –50
Sumitomo Mitsui 450000 –46000
Takeda Chem 4190 10
Tokyo Electric 2250 –35
Tokyo Electron 7250 –520
Toshiba Corp 401 –15
Toyota Motor 3350 –10
UFJ Holdings 367000 –38000
Yahoo Japan 1330000 –80000

Pacific

NEW ZEALAND in N.Z. $
Auckland Intl 6.80 –0.05
Carter Holt 1.81 0.02
Contact Energy 5.23 0.08
Fisher Pay Hlth 11.80 –0.05
Fletcher Bldg 4.08 –0.02
Independ News 4.88 –0.02
Sky City Ent 4.69 0.07
Sky Network 5.20 ...
Telecom NZ 4.99 ...
Warehouse 5.80 –0.02

SYDNEY in Australian dollars
AMPLtd 6.15 –0.01
AXA AsPac 2.74 –0.06
Alumina 5.84 –0.10
Amcor 8.15 –0.11
AustGasLght 10.58 –0.02
AustNZ Bk 16.35 0.03
BHP Steel 5.21 –0.05

BHP 11.12 –0.17
Boral 4.99 –0.16
BramblesInd 4.49 ...
CSL 16.90 –0.01
CmwlthBkAust 27.58 –0.05
CocaColaAm 6.16 –0.04
ColesMyer 7.57 –0.04
FostersGrp 4.33 ...
GenPropTr 2.83 –0.01
HarveyNorm 3.05 –0.07
InsuranceAU 4.28 –0.07
JamesHardie 7.26 0.01
JohnFairfax 3.36 –0.05
LendLease 10.61 0.24
Lion Nathan 5.76 –0.04
MacquarieBk 34.36 –0.04
Mirvac Group 4.21 ...
NatAustBk 28.64 –0.99
NewcrestMng 13.09 –0.05
NewsCp pf 9.90 –0.16
NewsCp 11.96 –0.24
Orica 12.92 –0.21
Origin Energy 4.24 –0.04
ProminaGrp 3.25 –0.03
Publ&Brdcast 11.67 –0.04
QBE Ins 10.58 –0.11
QantasAir 3.42 –0.01
RinkerGp 5.97 –0.06
RioTinto 34.58 –0.57
Santos 6.12 –0.05
StGeorgeBk 19.90 –0.09
StocklandTr 4.82 0.02
SuncpMetway 12.21 –0.14
Tabcorp 11.16 –0.04
Telstra 4.86 0.04
WMCRes 5.14 –0.12
Wesfarmers 27.80 –0.10
WestfldTr 3.33 ...
WestpacBk 15.78 –0.15
WoodsidPetr 13.37 –0.23
Woolworths 10.99 –0.03
WstfldAmerTr 1.74 –0.03
WstfldHldg 14.05 –0.04

x = Ex-dividend

Dow Jones Country Indexes Nov. 17, 2003 5:15 p.m. ET
In U.S. dollar terms

COUNTRY INDEX CHG % CHG YTD % CHGCOUNTRY INDEX CHG % CHG YTD % CHG

Australia 199.16 –4.70 –2.31 +33.29
Austria 147.21 –1.45 –0.98 +41.03
Belgium 196.26 –3.14 –1.57 +27.16
Brazil 269.08 –3.82 –1.40 +66.90
Canada 222.65 –1.08 –0.48 +41.35
Chile 200.09 –5.59 –2.72 +69.79
Denmark 226.29 –3.21 –1.40 +41.38
Finland 779.22 –22.38 –2.79 +16.03
France 189.50 –5.65 –2.90 +23.22
Germany 157.18 –5.64 –3.46 +40.17
Greece 118.52 –2.35 –1.94 +41.12
Hong Kong 207.04 –3.91 –1.85 +32.44
Indonesia 49.04 +0.20 +0.41 +47.97
Ireland 302.57 –6.19 –2.00 +27.85
Italy 155.74 –2.86 –1.80 +26.04
Japan 70.85 –2.89 –3.92 +25.50
Malaysia 107.47 –1.49 –1.37 +24.86

Mexico 170.09 –2.27 –1.32 +27.37
Netherlands 223.66 –6.85 –2.97 +12.14
New Zealand 166.29 –1.31 –0.78 +38.75
Norway 142.17 –2.99 –2.06 +28.33
Philippines 57.19 –0.85 –1.46 +32.23
Portugal 144.56 –2.92 –1.98 +23.35
Singapore 126.14 –3.67 –2.83 +29.05
South Africa 132.69 –1.43 –1.07 +30.88
South Korea 106.12 –3.14 –2.87 +31.04
Spain 190.54 –4.91 –2.51 +33.62
Sweden 239.47 –6.46 –2.63 +46.66
Switzerland 310.25 –5.42 –1.72 +19.76
Taiwan 114.71 –1.85 –1.59 +38.32
Thailand 63.86 –1.18 –1.81 +90.62
U.K. 162.78 –1.78 –1.08 +18.03
U.S. 247.04 –1.71 –0.69 +20.80
Venezuela 48.72 –0.56 –1.14 +96.76

International Stock Market Indexes
11/17/03 NET % YTD YTD

COUNTRY INDEX CLOSE CHG CHG NET CHG % CHG

World DJ World Index 173.24 –2.56 –1.46 +32.70 +23.27
Argentina Merval 913.62 –18.59 –1.99 +388.67 +74.04
Australia All Ordinaries 3188.40 –27.00 –0.84 +212.90 +7.16
Belgium Bel-20 2163.54 –34.06 –1.55 +138.50 +6.84
Brazil Sao Paulo Bovespa 18668.71 –317.16 –1.67 +7400.24 +65.67
Canada Toronto 300 Composite 7766.05 +13.66 +0.18 +1151.51 +17.41
Chile Santiago IPSA 1447.07 –22.53 –1.53 +447.07 +44.71
China Dow Jones China 88 122.80 –0.60 –0.49 +4.59 +3.88
China Dow Jones Shanghai 157.20 –0.27 –0.17 –10.74 –6.40
China Dow Jones Shenzhen 145.26 –0.70 –0.48 –12.19 –7.74
Europe DJ STOXX 600 221.17 –4.11 –1.82 +19.45 +9.64
Europe DJ STOXX 50 2541.10 –49.38 –1.91 +133.59 +5.55
Euro Zone DJ Euro STOXX 231.24 –5.75 –2.43 +25.30 +12.29
Euro Zone DJ Euro STOXX 50 2586.05 –70.89 –2.67 +199.64 +8.37
France Paris CAC 40 3359.30 –89.30 –2.59 +295.39 +9.64
Germany Frankfurt Xetra DAX 3674.54 –122.86 –3.24 +781.91 +27.03
Hong Kong Hang Seng 11997.02 –206.51 –1.69 +2675.73 +28.71
India Bombay Sensex 4940.23 +74.40 +1.53 +1562.95 +46.28
Israel Tel Aviv 25 465.37 –1.27 –0.27 +131.46 +39.37
Italy Milan MIBtel 19608.00 –283.00 –1.42 +2123.00 +12.14
Japan Tokyo Nikkei 225 9786.83 –380.23 –3.74 +1207.88 +14.08
Japan Tokyo Nikkei 300 188.60 –5.95 –3.06 +23.15 +13.99
Japan Tokyo Topix Index 971.89 –34.88 –3.46 +128.60 +15.25
Mexico I.P.C. All-Share 8488.65 –117.38 –1.36 +2361.56 +38.54
Netherlands Amsterdam AEX 328.95 –9.89 –2.92 +6.22 +1.93
Singapore Straits Times 1698.12 –38.60 –2.22 +357.09 +26.63
South Africa Johannesburg All Share 9710.91 –203.10 –2.05 +433.69 +4.67
South Korea KOSPI 794.47 –15.42 –1.90 +166.92 +26.60
Spain IBEX 35 7134.00 –159.80 –2.19 +1097.10 +18.17
Sweden SX All Share 188.46 –3.67 –1.91 +38.89 +26.00
Switzerland Zurich Swiss Market 5274.70 –95.10 –1.77 +643.90 +13.90
Taiwan Weighted 5952.32 –92.45 –1.53 +1499.87 +33.69
Turkey Istanbul National 100 15687.13 –393.54 –2.45 +5317.21 +51.28
U.K. London FTSE 100-share 4338.90 –58.10 –1.32 +398.50 +10.11
U.K. London FTSE 250-share 5692.10 –87.30 –1.51 +1372.80 +31.78

Monday, Nov. 17, 2003

Americas
NET

CLOSE CHG

NET
CLOSE CHG

NET
CLOSE CHG

NET
CLOSE CHG

NET
CLOSE CHG

NET
CLOSE CHG

NET
CLOSE CHG

By RANDALL SMITH

The four brokers and two sales assis-
tants fired by Bear Stearns Cos. last
week for their roles in market-timing mu-
tual-fund trades worked in the firm’s pri-
vate-client services unit, which caters to
wealthy individuals and hedge funds, ac-
cording to people familiar with the securi-
ties firm.
The fact that the brokers worked in

the private-client unit indicates that
Bear’s action in firing them doesn’t by
itself have any negative implications for
the firm’s clearing unit, which processes
trades for dozens of other securities
firms and accounts for an estimated 8%
of daily volume on the New York Stock
Exchange.
Although Bear Stearns caters mainly

to institutional investors such as mutual
funds, pension funds and other profes-
sional money managers, it has a rela-
tively small group of about 500 private-cli-
ent brokers who serve wealthy individu-
als and smaller institutions, including
some hedge funds.
However, the role of private-client bro-

kers in this part of the burgeoning mu-
tual-fund trading investigations is only
the latest instance in which the fast-grow-
ing units have been magnets for regula-
tory scrutiny.
A lawyer for one of the fired Bear

brokers, Mark I. Hurant, said her cli-
ent “denies that he acted wrongfully.”
The lawyer, Susan Brune of the firm of
Brune & Richard LLP, added that Mr.
Hurant “acted with the knowledge, ap-
proval and support of his supervisors
including compliance officials” at Bear
Stearns. She also noted that Mr.
Hurant didn’t act as a broker for any
late trading of mutual funds, which is
generally considered a more serious vi-
olation.
A spokeswoman for Bear, responding

to the assertion by Mr. Hurant’s lawyer,
said the six employees in question “were
terminated for their actions. Our review
is ongoing and if other wrongdoing is
uncovered, we will deal with it appropri-
ately.”
Market-timing trades, while not ille-

gal, can harm longer-term investors and
violate mutual-fund prospectuses that
spell out anti-timing policies. The trades
often are designed to buy or sell funds in
advance of expected changes in fund
prices.
In late trading, which is illegal, inves-

tors submit or cancel trades later than
normal fund deadlines, getting a price
set at 4 p.m. that may be out of date,
based on subsequent events.

INTERNATIONAL STOCKS & INDEXES

By TOM LAURICELLA

W
HEN NEWS EMERGED last
summer that securities regula-
tors were taking a hard look at

Morgan Stanley’s mutual-fund sales prac-
tices, Anthony DiMeo III knew first hand
what they were talking about.
Mr. DiMeo joined Morgan Stanley the

day after he graduated from college in
2000 and began training as a broker. No
longer employed there, he says now that
he soon realized his career fortunes
would rise and fall on his willingness to
sell Morgan’s in-house investment prod-
ucts to clients, even if non-Morgan prod-
ucts also sold by the firm would be a
better fit for the customers.
“There was tremendous, constant pres-

sure to sell the in-house funds,” according
to Mr. DiMeo, who says that pressure in-
cluded pushing him and other brokers to
sell products that may not have been the
most appropriate options for their custom-
ers. “The pressure became normal to
me,” he says. “It was the way I was taught
and conditioned.”
As expected, the Securities and Ex-

change Commission yesterday charged
Morgan Stanley with failing to provide
clients with appropriate information
about incentives driving fund sales and
about fees they would face when purchas-
ing certain shares of Morgan-run funds.
As part of a settlement of the civil
charges, in which the firm didn’t admit or

deny wrongdoing, Morgan Stanley agreed
to pay $50 million and make a number of
changes to its business practices.
The drive to push in-house products

was felt throughout Morgan’s broker net-
work, but was especially intense for
young hires, for whom compliance could
become an issue deciding whether they
kept their job.
Mr. DiMeo left Morgan Stanley in

June 2002. In August 2003, Mr. DiMeo
contacted the Mas-
sachusetts Securi-
ties Division,
which had an-
nounced it was
pressing civil
fraud charges
against Morgan,
and gave sworn tes-
timony about his
experiences to the
state’s investiga-
tors. A copy of that
testimony pro-
vided by Mr.
DiMeo was re-

viewed by The Wall Street Journal.
A Morgan Stanley spokeswoman de-

clined to comment on Mr. DiMeo’s ac-
count of his time at the firm.
During his time at Morgan, Mr.

DiMeo says his bosses “would come
down on us pretty hard” if brokers di-
rected clients into non-Morgan funds.
“They forced us to justify why we wanted

to do business with a non-Morgan prod-
uct,” he says.
In his testimony to Massachusetts reg-

ulators, Mr. DiMeo related an incident
where after expressing interest in an out-
side fund concern, a sales manager in the
Philadelphia branch told him, “Don’t bite
the hand that feeds you.” Instead, his
“No. 1 priority” should be Morgan Stan-
ley funds, Mr. DiMeo says he was told.
He says brokers were specifically told

that it made more financial sense for
them and for the firm to put customers
into Morgan funds that carried back-end
sales charges, according to Mr. DiMeo’s
testimony. One former boss in the New-
ark, Del., office also would highlight the
fact that Morgan funds are “nonport-
able,” which means investors can own
the funds only in a Morgan account.
During the bull market, the firm had

what brokers dubbed a “fund of the month”
strategy, constantly rolling out new portfo-
lios for the sales force to sell, Mr. DiMeo
and others say. But as investors fled the
collapsing stock market and trading com-
missions evaporated, Morgan Stanley be-
gan to emphasize putting investors into ac-
counts in which they paid a flat fee based
on the amount of assets in the account. By
early 2001, brokers say Morgan Stanley ag-
gressively pushed brokers to convert cli-
ents from commission-based accounts, es-
pecially to a product called Portfolio Archi-
tect, which is a fee-based account with the
investment options consisting entirely of
Morgan-run funds.
The Portfolio Architect accounts were

also a way for Morgan brokers to gener-
ate an additional level of commissions on
mutual-fund sales that had been made in
the past, Mr. DiMeo says in his testi-
mony. The reason was that under certain
circumstances, mutual-fund shares
owned outside a Portfolio Architect ac-
count could be converted into shares that
then could be moved into the Portfolio
Architect program.
A common strategy, he says, would be

to look for clients who had bought funds a
year earlier, which would have earned the
broker a commission, and convert those
funds to the Portfolio Architect. At that
point, the broker would then start earning
new commission on the investments in
the Portfolio Architect account. According
to Mr. DiMeo, a Morgan Stanley manager
in the Philadelphia office referred to that
strategy as “double dipping.” The man-
ager denied he had a conversation with
Mr. DiMeo in which he used that term.
Eventually, Mr. DiMeo says he grew

tired of the atmosphere at Morgan Stan-
ley. After confrontations with several man-
agers, Mr. DiMeo left and is now an actor.
Morgan Stanley declined to comment on
the events that led to Mr. DiMeo leaving.

The ‘Constant Pressure to Sell’
Ex-Broker at Morgan Stanley Describes an In-House Push

costs stemmed from accounting changes.
Like most companies, Morgan Stanley
lowered the discount rate it uses to calcu-
late pension liabilities, and lowered its
assumption for what the pension assets
would earn.
Most companies have made similar

adjustments when estimating their pen-
sion obligations, which have sent their
pension liabilities and expense soaring.
(Such recalculations don’t mean that
companies have to pay more money to
retirees or, in many cases, even contrib-
ute more money to their pension plans.)
A Morgan Stanley spokeswoman

doesn’t dispute this information but adds
that, despite the cuts, the company’s new
pension plan is “highly competitive.”
Similarly, Watson Wyatt, a big pension

and benefits-consulting firm based in Be-
thesda, Md., told its employees this sum-
mer that it would stop contributing to
401(k) plans, and instead use the money
“to offset the increased cost of the pension
plan and to help fund [fiscal 2004] bo-
nuses.” The company also cut pensions.
Filings show that while Watson

Wyatt’s annual pension accounting ex-
pense—a noncash cost—did jump in 2002,
the increase was largely the result of
cuts in the discount rate and declining
investment returns in recent years,
which are amortized into the income
statement over time.
Eric Lofgren, global director of the

company’s benefits-consulting group,
says that the elimination of the 401(k)
match was a temporary change in re-
sponse to temporary setbacks in the pen-
sion plan. In contrast, the cut in pension
benefits, which he called small, was prima-
rily a retention tool, he says. With slower
pension buildups, older workers need to
work longer, he says, so the moves were
motivated “primarily due to our desire to
keep people longer” at the company.
Some experts, such as Mr. Ciesielski,

wonder if some employers are using the
so-called pension crisis as an excuse to
cut pensions in order to save money
rather than because of any market-
driven problems.
That’s what retired US Airways pilots

allege. Earlier this year, US Airways,
based in Arlington, Va., terminated the
pilots’ pension plan, saying it was so un-
derfunded that the burden of contribut-
ing money to it would prevent the com-
pany from emerging from bankruptcy.
The retired pilots, who unsuccessfully

sued to stop the termination, said the
company was exaggerating its pension
problem simply to dump a liability. They
are now receiving reduced pensions, paid
by the Pension Benefit Guaranty Corp., a
quasipublic pension insurer that took
over the plan.
Now, the airline is saying that the pen-

sion plan wasn’t so underfunded after
all. It’s back in U.S. Bankruptcy Court in
Alexandria, Va., arguing the pension lia-
bility is actually only about $900 million,
not the $2.5 billion estimate publicized

last spring. A lower liability means that
the PBGC would be entitled to less of US
Airways’ assets.
“Shame on them,” says Tom Davis,

spokesman for the Retired Pilots Associa-
tion of US Airways. “Their first objective
was to terminate the pension, so evi-
dence was presented to support that.
Now their objective is to keep the PBGC
from getting money, so they’re saying
the plan isn’t so underfunded after all.”
Chris Chiames, a spokesman for US

Airways, says the company terminated
the pension to keep the airline from be-
ing liquidated and not simply to save
money, and adds that the company al-
ways disagreed with the underfunding
estimates. “The request to terminate the
plan was carefully scrutinized and met
with rigorous tests,” he says. “The actu-
arial estimates were reviewed by the
bankruptcy court, the PBGC, and its own
independent actuaries as well. In addi-
tion, multiple government agencies were
all involved in the decision.”
Although most companies don’t go so

far as to terminate their pension plans, em-
ployees and retirees still have a hard time
evaluating claims that their pension plans
are an undue burden on their employers.
That may be changing. In August, the

American Bar Association’s leadership an-
nounced that it would be cutting the pen-
sion plan for 900 staffers, citing stock de-
clines and low interest rates, even though
both trends had reversed themselves this
year. But 400 skeptical ABA staffers
passed the hat and collected more than
$10,000 to hire legal counsel and an actu-
ary to go over the pension plan in detail.
The actuary, Kathleen E. Manning of

MWM Consulting Group in Chicago,
found that the pension plan was well
funded, and, in a report presented to the
association in August, noted that the lia-
bility—and future costs—of the pension
looked unreasonably high because the as-
sociation’s projections assumed that in-
terest rates and investment returns
would remain seriously depressed.
She added that a likely rise in interest

rates and the stock market’s continuing
recovery could solve much of the ABA’s
potential pension problem.
Laurel Bellows, chairwoman of the

ABA’s pension review committee, agrees
that much of the staff-arranged actuarial
report is “sound,” though she maintains
that the ABA’s own analysis concluded that
keeping the pension plan would cost more
than ABA leaders had said the organiza-
tion could afford to spend in coming years.
Some of the staff members’ strongest

supporters are attorneys who belong to
the ABA—including lawyers who design
and analyze pension plans—and who
don’t even benefit from the pension plan.
Several questioned whether the ABA was
exaggerating the pension’s potential
costs to make up for cost overruns in an
information-technology overhaul. Ms. Bel-
lows said the cost overruns are unrelated
to the pension issue. “This is an economi-
cally driven discussion,” she says.
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MUTUAL FUNDS UNDER FIRE
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Investors Continue

Exit From Putnam,

But at a Slower Pace

Stanley employees were playing too
great a role in the selection process.
And Sept. 25, only nine days after Mor-

gan Stanley was fined by the NASD, the
head of the firm’s retail-sales division,
Bruce Alonso, who had been fined $250,000
for alleged failure to prevent violations
tied to a sales contest, was given added
responsibilities, sharing oversight of the
firm’s cadre of 200 high-net-worth brokers.
Morgan settled the NASD charges without
admitting or denying wrongdoing.
Some of the sales practices cited in the

SEC charges involved the firm’s “Part-
ners Program,” under which Morgan
gave favored status to 14 outside fund
companies among the approximately 115
fund firms with which it had routine sales
agreements. The 14 companies agreed to
pay Morgan “substantial” fees in ex-
change for being on the preferred list of
funds marketed by Morgan brokers, ac-
cording to the SEC. Morgan Stanley bro-
kers, meanwhile, would earn more money
for selling partners’ funds, which also in-
cluded the Morgan Stanley Funds and
Van Kampen Funds run by the firm, than
they would for selling non-Morgan funds.
Clients, however, weren’t told about the
incentives to sell partners’ funds.
“This creates a conflict of interest,

and investors ought to know about it,”
said Arthur Gabinet, district administa-
tor for the SEC’s Philadelphia district of-
fice, which worked on the Morgan Stan-
ley investigation.
Another focus of the SEC action yes-

terday was the high proportion of sales
by Morgan Stanley brokers of so-called B
fund shares. The B shares don’t carry an
initial sales charge and may appear to be
a more appealing investment choice than
so-called A shares, which carry upfront
sales charges. But B shares carry higher

fees that, at Morgan, often make them
the most expensive option for shares held
more than a few years. Meanwhile, Mor-
gan Stanley brokers could end up earn-
ing more by putting clients in the B
shares than they would if they had sold
them Morgan funds using A shares.
The SEC alleged that Morgan brokers

didn’t always properly explain the costs
and expenses of buying different fund-
share classes. Some investors, the SEC
said, “purchased class B shares, but did not
know this fact until they saw their confirma-
tions or monthly account statements.”
As part of the settlement, Morgan

agreed that the $50 million would go to
customers who purchased “preferred”
fund shares from Jan. 1, 2000, through
the present. In addition, investors who
bought class B shares of Morgan-run
funds in amounts of more than $100,000
could have their shares converted to A
shares.
 —Randall Smith and Deborah Solomon

contributed to this article.
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proved,” he added.
A Putnam spokeswoman couldn’t be

reached.
Still, in a hopeful sign for Putnam, a

unit of Marsh & McLennan Cos. and the
nation’s fifth-largest mutual-fund firm,
the pace of redemptions is slowing. De-
spite the Calpers news, that was espe-
cially true among institutional investors,
such as pension plans. The $7 billion drop
in assets last week was half the level of
the week before. Putnam reported $256
billion under management as of Friday.
In 4 p.m. New York Stock Exchange

composite trading, Marsh & McLennan
shares fell nine cents to $44.56 each.
Big withdrawals have raised concerns

about the stability of Putnam funds. The
need to raise cash to meet redemptions
can hurt investment performance, distract
managers and raise transaction costs.
In a Securities and Exchange Commis-

sion filing, Marsh said it had “sufficient
liquidity in themarket to manage the client
withdrawals and redemptions without any
increase in portfolio transaction costs.”
The SEC and Massachusetts regulators

charged Putnam and two of its managers
with civil fraud on Oct. 28. The authorities
said the firm failed to stop the managers
from rapid fund trading—known as mar-
ket timing—which hurts other sharehold-
ers. Putnam has denied wrongdoing.
Last week, the SEC settled charges

against Putnam by requiring a host of new
controls. The settlement also said the firm
would pay unspecified restitution and fines.
Neil Bathon, president of Financial Re-

search Corp., a Boston fund tracker, said
he believed Putnam could weather the
defections because of its heft and the fi-
nancial resources of its parent company.
Mr. Bathon, noting the deceleration in

outflows, said the frequent revelations
about other fund firms and brokerage
companies may have made some Putnam
investors wonder whether they should
switch now when others could be tainted.
“If you didn’t have a knee-jerk reaction,
you’ll probably take your time,” he said.

Continued From Page C1

Anthony DiMeo III

Reuters Group PLC is the primary data provider
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MorganStanleySettlesCharges

Is Pension Crisis a Scapegoat?

INVITATION
TO AN EXTRAORDINARY GENERAL MEETING

OF MAJORITY SHAREHOLDER OF THE SOCIETE
ANONYME UNDER THE NAME “PUBLIC POWER

CORPORATION S.A” (PPC S.A.)
Societe Anonyme Reg. No 47829/06/B/002

In accordance with the Greek Law and article 10 par.2a of the Articles Incorporation,
the Board of Directors of PPC S.A, by resolution No 210/11.11.2003, calls the
majority shareholder for a Extraordinary General Meeting that will take place on
Wednesday the 10th of December 2003, at 13:30 p.m., at DIVANI-CARAVEL Hotel,
at 2 M. Alexandrou Street, in Athens, at OLYMPIA Hall, there will be a discussion and
decision for the following issue:

“Election of members for the Board of Directors in accordance with article
10 par. 2a of the Company’s Articles of Incorporation”.

Athens, November 11, 2003

By order of the Board of Directors
Demetrios V. Papoulias

Chairman of the Board of Directors

INVITATION
TO A SPECIAL GENERAL MEETING OF MINORITY

SHAREHOLDERS OF THE SOCIETE ANONYME UNDER
THE NAME “PUBLIC POWER CORPORATION S.A”

(PPC S.A.)
Societe Anonyme Reg. No 47829/06/B/002

In accordance with the Greek Law and article 20 of the Articles Incorporation, the
Board of Directors of PPC S.A, by resolution No 209/11.11.2003, calls all minority
shareholders for a Special General Meeting that will take place on Wednesday the
10th of December 2003, at 11:00 a.m., at DIVANI-CARAVEL Hotel, at 2 M. Alexandrou
Street, in Athens, at OLYMPIA Hall, there will be a discussion and vote for the
following issue:

“Election of two (2) minority representatives for the Board of Directors of “PPC
S.A.” in accordance with the Greek Law and articles 20 and 10 2c of the
Company’s Articles of Incorporation”.

The shareholders who wish to participate in the above mentioned Special Meeting
should, according to the Greek Law and the Articles of Incorporation, submit to the
Company’s competent office (30 Chalkokondyli str, 5th floor, office 513, Athens), the
following documents during at least five (5) business days prior to the Special
Meeting (i.e. until December 4th, 2003) from 10:00 a.m. to 13:00 p.m.

A. Those shareholders (owners of dematerialized shares) who act through an admin-
istrator (Bank or Securities Company) should block their shares through their
administrator and submit to PPC S.A. the respective certificate of their shares
being blocked issued by the Central Securities Depository in order to participate
in the Special Meeting along with any documents of their representation.

B. Those shareholders (owners of dematerialized shares) who do not act through
an administrator, but are registered to the special account, the administrator of
which is the Central Securities Depository, should block their shares by a relevant
declaration directly to the Central Securities Depository and submit to PPC S.A.
the above mentioned certificate along with any documents of their representation.

Athens, November 11, 2003

By order of the Board of Directors
Demetrios V. Papoulias

Chairman of the Board of Directors
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