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By MARK LANDLER
INGOLSTADT, Germany, Feb. 26 — Visi-

tors to the Audi automobile museum here
could be forgiven for puzzling over the first
few exhibits in this striking circular glass
building. There are splendid antique motor
cars with names like Horch, Wanderer and
DKW, but no Audis. 

Only on later cars does the Audi name
show up: affixed to their grilles, as if an af-
terthought.

In the aristocratic world of German auto-
mobiles, Audi is something of a parvenu.
While Mercedes-Benz and BMW have long
histories and legendary brand names, Audi
was cobbled together in the 1930s from three
German automakers under the bland label
Auto Union.

But heritage is not all it is cracked up to
be. While Mercedes has struggled to hold on
to its gilded status in recent years, Audi has
been on a tear, becoming Germany’s, and
the world’s, fastest-growing maker of luxu-
ry cars.

“We have a very short history, so we talk
a lot more about the future,” said Rupert
Stadler, 43, who became one of the youngest
chief executives of a major German compa-
ny when he took the Audi helm in January.

Mr. Stadler, whose salt-and-pepper hair
belies his age, makes an audacious pre-
diction: by 2015, he declares, Audi will be
the leader in luxury cars in the world. He is
quick to note that this does not mean selling
the most cars each year, but setting the in-
dustry pace in technological innovation,
brand image and customer satisfaction.

“Audi today is not what it was 10 years
ago,” Mr. Stadler said in an interview in this
Bavarian town. “We are more ambitious;
we have a different product portfolio; and
we want to play in a different league.”

In Europe, Audi still trails the perennial
luxury leaders, BMW and Mercedes of
DaimlerChrysler, but it is narrowing the
gap. It remains far ahead of Lexus, Toyota’s
luxury division, which has only been selling
here for a few years, but has enjoyed a re-
cent growth spurt. 

In the United States, though, Audi has to
compete not only with its larger German ri-
vals, but with Lexus, which has led the mar-
ket this decade with a peerless reputation
for service and reliability. And the newest
version of its LS sedan, the LS 460, is meant
to answer criticisms that Lexus has an un-
distinguished appearance.

“We still have a tough job in the United 

Short History, Long View
A Surging Audi Plans to Set the Pace in Luxury Cars 
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Rupert Stadler, Audi’s chief, pre-
dicts the company will be the
world’s leading maker of luxury
cars by 2015. The A5 Cabrio,
left, a two-door coupe, will be in-
troduced next week. The Q7 was
the company’s first S.U.V.The New York TimesSources: Audi; MotorIntelligence.com

Audi’s Growth
Over the last decade, Audi’s global sales 
have doubled. Last year, sales in China 
soared by nearly 40 percent.
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Is it possible that there are actual-
ly two Howard Schultzes lurking
around Starbucks headquarters in
Seattle? I think it is.

The first Howard Schultz is the
man who has coffee in his veins. He’s

the one who bought what
was then the tiny Star-
bucks company in 1987
and turned it into one of
the dominant brands of
the age. Starbucks coffee
was a step above other

coffee, and it also offered a “coffee
experience” that made customers
willing to pay $4 for something that
used to cost them 60 cents.

Starbucks was a place where peo-
ple could hang out, read the paper,
and make friends with the “baristas”
behind the counter; Mr. Schultz used
to call it the “third place,” a respite
from both the workplace and the
home front. Starbucks had its own
language and culture. Its part-time
staff got stock options and health in-
surance. It didn’t exploit its coffee
growers. It had a huge social respon-
sibility program. And Mr. Schultz,
who is chairman of Starbucks, took
deep pride in all the things that made
Starbucks special.

Last week, this Mr. Schultz was on
vivid display when an internal memo
he wrote to his top executives was
leaked to Starbucksgossip.com. The
memo is a cri de coeur from Mr.
Schultz, a lament for what has been
lost as Starbucks has grown from 6
stores in 1987 to more than 13,000
stores today. He pointed, for in-
stance, to the company’s decision
some years ago to install automatic
espresso machines, which, he wrote,
“solved a major problem in terms of
speed and service,” but also made
buying a cup of Starbucks coffee a
more antiseptic experience. 

He complained about the loss of
aroma because the baristas no long-

er scooped fresh coffee beans from
bins and ground them in front of cus-
tomers. He said that streamlining
the company’s store designs had
caused them to lose “the soul of the
past and reflect a chain of stores vs.
the warm feeling of a neighborhood
store.” He said that the Starbucks ex-
perience was becoming commodi-
tized, and he urged the executive
team to “go back to the core.” 

The memo was widely lauded as
an example of an entrepreneur who
understood the importance of recap-
turing what made his business spe-
cial before it was too late. “While I
wouldn’t argue that the Starbucks
brand is in its death knell, I would ar-
gue that the efficiencies and econo-
mies of scale have introduced a virus
in need of serious care,” wrote Mike
Neiss on the Web site of the Tom Pe-
ters Company. “And it looks like
Howard Schultz just might be the
healer they need.”

Warren Bennis, the leadership
guru who has served as an informal
mentor to Mr. Schultz, said, “This is
something every successful chief ex-
ecutive should do every once in a
while.” 

But then there’s the other Howard
Schultz, the one who signed off on the
very compromises he complained
about in the memo, precisely be-
cause they would help the company
grow faster. This second Howard
Schultz can talk Wall Street’s lan-
guage: he goes on the quarterly con-
ference calls and spits out data about
same-store sales, return on invest-
ment, and, most of all, growth.
Though it has lagged recently, his
company’s stock price has risen
5,000 percent since it went public in
1992, in large part because Mr.
Schultz has been so fanatical about
growth. It closed yesterday at $29.88.

“Starbucks is the fastest-growing
retail story of all time,” said John 
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Howard Schultz has made Star-
bucks, and its cups, ubiquitous. 
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Federal prosecutors and securi-
ties regulators are investigating
stock sales and accounting errors at
the New Century Financial Corpora-
tion, the biggest mortgage company
that specializes in lending to people
with weak, or subprime, credit, the
company disclosed in a corporate fil-
ing yesterday.

The company also warned that a
delay in filing its financials may put
vital financing into jeopardy.

The troubles at New Century are
the latest sign of the deterioration in
subprime lending — until recently
the fastest-growing segment of the
mortgage business. The market has
been struggling to contain the fallout
from rising default rates and weak-
ening home prices. Late last year,
some smaller lenders started going
out of business and last month sev-
eral bigger companies, including
New Century, started reporting
problems.

Another large lender, the Fremont
General Corporation, said yesterday
that it planned to sell its subprime
mortgage business after reaching an
agreement with the Federal Deposit
Insurance Corporation to restrict its
activities in that area. As part of the
agreement, Fremont will be able to
continue taking deposits.

The investigations into New Centu-
ry, which is based in Irvine, Calif.,
and wrote $33.9 billion in mortgages
last year, started after the company
said on Feb. 7 that it would restate
earnings for three quarters, which
sparked a huge sell-off in its shares.
Yesterday, it said its problems had
prevented it from filing its annual re-
port, which was to be released Thurs-
day. The board is conducting an in-
vestigation of the accounting prob-
lems. 

The company’s shares have fallen
more than 53 percent since the start
of the year — before the most recent
announcement, which came after the
stock market closed. Its shares were
down $3.73, or 25 percent, to $10.92, in
after-hours trading.

On Feb. 22, the company said the 
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By DAMON DARLIN

If information is power, then most
employees who enter salary negotia-
tions are holding pea shooters while
the boss is encased in a Kevlar vest.

Unless someone left a spreadsheet
of the company’s salaries on the
copier (funny how often that does
happen), most employees have pre-
cious little ammunition going into a
meeting to talk about their pay. 

A few Web sites try to level the
playing field by providing more de-
tailed information about salaries.
Salary.com began revealing the re-
sults of salary surveys on its site in
1999. PayScale.com is now challeng-
ing it by gathering information di-
rectly from the people who search
for data. (A third site, Payscroll
.com, is testing a method of trolling
job listings for salary information. It
will be opened to the public this
month or next.)

New Internet technologies are pro-
viding information that has never
been available to the average person
and transforming the way they sell
homes or buy airline tickets. It could
have the same effect on the 47 mil-
lion people who look for new jobs
each month and the countless others
who think they are underpaid at the
ones they have. 

Jessica Morrison, who wrote ad-
vertising copy for Drugstore.com in
Seattle, was one of those. After five
years at the company and several
promotions, her title was associate
editor even though she had the same
duties as a copywriter, a loftier title.
She also suspected that at $42,000 a 
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By BRAD STONE
SAN FRANCISCO, March 2 — Next week Cisco

Systems, a Silicon Valley heavyweight, plans to an-
nounce one of its most unusual deals: it is buying the
technology assets of Tribe.net, a mostly forgotten so-
cial networking site, according to people close to the
companies’ discussions. 

It is a curious pairing. Cisco, with 38,000 employ-
ees, makes networking equipment for telecommuni-
cations providers and other big companies. Tribe-
.net, run by a company with eight employees, has
been trampled by newer social sites like MySpace
and Facebook. 

But along with the recent purchase of a social
network design firm, Five Across, the deal will give
Cisco the technology to help large corporate clients
create services resembling MySpace or YouTube to
bring their customers together online. And that am-

bition highlights a significant shift in the way compa-
nies and entrepreneurs are thinking about social net-
works.

They look at MySpace and Facebook, with their
tens of millions of users, as walled-off destinations,
similar to first-generation online services like Amer-
ica Online, CompuServe and Prodigy. These big Web
sites attract masses of people who have dissimilar
interests and, ultimately, little in common.

The new social networking players, which in-
clude Cisco and a multitude of start-ups like Ning,
the latest venture of the Netscape co-creator Marc
Andreessen, say that social networks will soon be as
ubiquitous as regular Web sites. They are aiming to
create tools to let ordinary people, large companies
and even presidential candidates create social Web
sites tailored for their own customers, friends, fans
and employees.

“The existing social networks are fantastic but
they put users in a straitjacket,” said Mr. An-
dreessen, who this week reintroduced Ning, his third
start-up, after a limited introduction last year. “They
are restrictive about what you can and can’t do, and Randi Lynn Beach for The New York Times

Gina Bianchini and Marc Andreessen
founded Ning, a social network. 

Social Networking’s Next Phase 
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“The fundamental fact is that peo-
ple love television,” said Ralph J.
Roberts a few weeks ago. “And if you
can provide them with more televi-
sion, they love it even more.”

It was a stifling
Wednesday afternoon in
Philadelphia, but sitting at
his desk in a downtown
high-rise, Mr. Roberts
was decked out the way
businessmen used to

dress, back when the executive suite
was still a formal place, with a white
handkerchief peeking out of the front
pocket of an elegant suit. At 87, Mr.
Roberts still has a full head of white
hair, combed back in a way that re-
minded me of Paul Drake, the rakish
sidekick in the old “Perry Mason’’
show.

Some 47 years ago, Ralph Roberts
founded Comcast. He was a middle-
aged man who had recently aban-
doned the belt and suspender busi-
ness, and was looking for something
new. He found it in a tiny company in
Tupelo, Miss., which was erecting a
giant antenna to provide the local cit-
izenry with signals from the televi-
sion stations in Memphis, 90 miles
away. 

At that moment, Mr. Roberts be-
came a cable pioneer. Along with
Ted Turner, John Malone, Charles
Dolan of Cablevision, John Rigas of
Adelphia and a handful of others, he

was one of the men who built the ca-
ble industry, pulling off one of the
more unheralded achievements in
modern business: getting people to
pay for something they had always
assumed would be free. 

Today, most of the cable pioneers
have sold out or retired, or, in the sad
case of Mr. Rigas, gone to jail. But in
his understated Philadelphia way,
Mr. Roberts turned out to have more
ambition than the lot of them, and lo
these many years later, his company
is the biggest cable provider in the
country. It serves around 25 million
subscribers, employs 90,000 people
and will generate an estimated $31
billion in 2007 revenue.

Except that it isn’t his company
anymore. Not really. While Mr. Rob-
erts remains a Comcast director,
Comcast is his son’s company now.
And therein lies a story that is pretty
unusual in corporate America. And
pretty instructive, too.

T
HINK for a minute about the
generational sagas you usu-
ally read about in the busi-
ness pages. Rupert Mur-

doch’s son Lachlan decides he can no
longer work for his father, so he quits
his job as the publisher of The New
York Post. Charles Dolan and his son
James, who control Cablevision, al-
ways seem to be fussing and feuding
about something. Sumner Red-
stone’s daughter Shari has long been
viewed as his heir apparent. But her
octogenarian father can’t bring him-
self to let go of his companies, and he
has a deep need to show the world
who’s boss. Just last fall he publicly
criticized his daughter — even as he
was being sued by his son Brent.
Geesh. 

It’s never been like that with
Ralph Roberts and his son Brian,
who became Comcast’s president in
1990 at the age of 31, and has been
chairman and chief executive since
2004. “Theirs is a relationship of love
and mutual respect,” said David Cal-
houn, a former Pennsylvania politico
who joined the company five years
ago as executive vice president.
“They are incredibly close.” 

Brian Roberts knew he wanted to 
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Tim Shaffer for The New York Times

Brian Roberts, left, and his father,
Ralph Roberts, of Comcast.
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By MICHELINE MAYNARD
DETROIT, July 6 — The United

Automobile Workers union has
cracked open the door a little wider
to the kind of innovative deal on re-
tiree health care benefits that De-
troit auto companies would like to
see.

It also appears to have softened its
stance on dealing with private equity
firms, which could be good news for
Cerberus Capital Partners as it pre-
pares to complete its purchase of the
Chrysler Group.

The two steps came Friday, when
the U.A.W. and the United Steelwork-
ers union reached four-year agree-
ments with the Dana Corporation,
one of the nation’s biggest auto parts
companies, which is operating under
bankruptcy protection.

Those deals help position Dana to
reorganize — and give a glimpse of
the kind of steps the U.A.W. is willing
to consider, at least in the case of
companies in dire straits.

Dana will shift its liability for re-
tiree health care and long-term dis-
ability coverage for other workers to
a trust, called a Voluntary Employee
Benefit Association or V.E.B.A.,
moving the obligation off its books. 

It will contribute about $700 mil-
lion in cash and, once it reorganizes,
$80 million in stock to the trust,
which will be administered by the
unions.

The agreement is similar to one
reached by the Steelworkers at
Goodyear Tire and Rubber Compa-
ny, which set up a trust fund this
year for retiree health care liabil-
ities. Goodyear is investing about $1
billion in stock and cash.

The U.A.W. has agreed to such ar-
rangements in the past to take over
part of retiree health care obliga-
tions, particularly at Navistar,
where it reached a deal in 1992.
There are also partial health care
trusts at General Motors and the 

U.A.W. Pact
With Dana
Suggests 
Softer Stance

Continued on Page 9

By JEREMY W. PETERS

The job market looked much like
the economy as a whole last month:
subdued but strong enough.

The Labor Department said yes-
terday that employers added 132,000
new jobs to their payrolls in June,
maintaining the recent pace of mod-
erate employment growth.

If the June report is any indication,
economists said, the labor market
should continue on a similar path for
the rest of the year.

The Labor Department also re-
ported yesterday that the national
unemployment rate was unchanged
at 4.5 percent for the third consec-
utive month. The employment-pop-
ulation ratio, meanwhile, rose a tenth
of a percentage point, to 63.1 percent.
The figure describes the ratio of em-
ployed people to the working-age
population; a rising number indi-
cates a rising rate of job creation.

Amid its signs of strength, howev-
er, the job market showed several
pockets of weakness. Hiring, for ex-
ample, was concentrated in just a
handful of sectors.

New jobs in education and health
services, leisure and hospitality, and
government totaled 138,000. Other
businesses — in manufacturing, fi-
nance and retailing — either experi-
enced little hiring or cut jobs last
month.

“It’s not as though we’re seeing
steady and broad-based job growth,”
said Richard F. Moody, chief econo-
mist for Mission Residential, a real
estate investment firm in Austin,
Tex. “It’s been fairly concentrated in
a relatively small number of indus-
tries.”

As the economy slowed consider-
ably from the end of 2006 through the
first quarter of this year, it seemed
likely that the malaise would eventu-
ally spread to the job market. But 
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By JEREMY W. PETERS

Snack food companies are placing big-
ger bets on smaller packages. 

In just three years, sales of 100-calorie
packs of crackers, chips, cookies and can-
dy have passed the $20-million-a-year
mark, making them a breakout hit on par
with the SnackWells low-fat fad of the
1990’s. 

But food companies are cramming
store shelves with even more offerings,
and new ones are on the way. Frito-Lay
has started selling 100-calorie servings of
beef jerky. Pepperidge Farm said it was
developing several more 100-calorie vari-
ations of Goldfish and cookies, after roll-
ing out three new ones a couple of weeks

ago. In time for back-to-school, Hershey
said it would offer 100-calorie bags of
Twizzlers, and Nabisco will sell two new
cookies, Alpha-Bits and Animals Choco
Crackers, in 100-calorie packs.

Michael Simon, vice president for
snacks at Pepperidge Farm, a unit of
Campbell Soup, predicts that the market
for these pint-size packages could easily
double because of their simple appeal:
they help consumers eat less without hav-
ing to count calories themselves.

The growing popularity of these snack
packs — sales grew nearly 30 percent last
year — may also be another sign that
some consumers have had their fill of su-
persize food. Just last month, T.G.I. Fri-
day’s, one of the country’s largest restau-

rant chains, said that a new menu option
with smaller servings called Right Por-
tion, Right Price had helped increase
business at its restaurants, at a time
when similar chains are losing custom-
ers.

As a business concept, the idea is sim-
ple. Take an existing product, portion
smaller amounts of it into single-serving
bags, and sell several of the bags for
about the same or more as a regular-size
package. 

Consumers do not seem to mind paying
more even though they are getting fewer
Goldfish. 

“It’s the smaller bite sizes that res-
onate with people,” said Michelle Barry, a
vice president of the Hartman Group, a
food market research firm based in Belle-
vue, Wash. “I don’t think we see a lot of
small sizes in this country. Everything 

Fewer Bites.
Fewer Calories.
Lot More Profit.

Snacks in Small Single-Serving Packs
Aren’t Economical, but People Buy Them
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The Cost of Counting Calories

$1.99$5.26Snack food makers like 100-calorie packs because they can charge more per 
ounce of food. For example, a big 6.6-ounce bag of Goldfish costs $1.99, but 
a box of five 100-calorie packs sells for $2.99. It would take 8.8 smaller bags 
of Goldfish to equal the amount of food in the less expensive, larger bag. 
In effect, consumers are paying $5.26 for the same amount.

6.6 oz0.75 oz each

The New York Times

By DAVID BARBOZA

SHANGHAI, July 6 — China made new public
displays on Friday of its efforts to crack down
on defective products, sentencing a former top
drug safety official to death and disclosing an
investigation into cellphone batteries after one
reportedly exploded, killing a man when it
pierced his heart.

The country, facing mounting international
concerns about the quality and safety of goods
made in China, has taken several well-pub-
licized steps in recent months to show its de-
termination to curb the production and export
of unsafe or fraudulent products. It remains un-
clear, however, whether those steps will result
in significant improvements in quality. Still, be-
cause its economic growth has been fueled in
large part by exports, China has a strong incen-
tive to make changes.

In southern Guangdong Province, one of the
world’s biggest electronics manufacturing and
exporting centers, Chinese regulators said that
they had found batteries in Motorola and Nokia
mobile phones that failed safety tests and were
prone to explode under certain conditions.

Motorola and Nokia — two of the world’s big-
gest mobile phone makers — denied the batter-

ies were theirs, suggesting they were counter-
feit.

The batteries had labels that said they were
manufactured by Motorola and the Beijing op-
eration of Sanyo of Japan. Also on Friday, the
state-run news media said that a former high-
ranking official at the top food and drug watch-
dog agency in China had been sentenced to
death for corruption and approving counterfeit
drugs.

The former official, Cao Wenzhuang, was in
charge of drug registration approvals at the
state Food and Drug Administration until 2005.
He was accused of accepting more than $300,000
in bribes from two drug companies and helping
to undermine the public’s confidence.

Mr. Cao’s sentence was handed down by the
No. 1 Intermediate Court in Beijing less than
two months after the same court sentenced Agence France-Presse — Getty Images

China is taking action against the drug industry. A
pharmacist checks stocks at a hospital in Hefei.

China Steps Up Its Safety Efforts 
Charged With Corruption,

Ex-Regulator of Drugs
Is Sentenced to Death 
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By MARK LANDLER
INGOLSTADT, Germany, Feb. 26 — Visi-

tors to the Audi automobile museum here
could be forgiven for puzzling over the first
few exhibits in this striking circular glass
building. There are splendid antique motor
cars with names like Horch, Wanderer and
DKW, but no Audis. 

Only on later cars does the Audi name
show up: affixed to their grilles, as if an af-
terthought.

In the aristocratic world of German auto-
mobiles, Audi is something of a parvenu.
While Mercedes-Benz and BMW have long
histories and legendary brand names, Audi
was cobbled together in the 1930s from three
German automakers under the bland label
Auto Union.

But heritage is not all it is cracked up to
be. While Mercedes has struggled to hold on
to its gilded status in recent years, Audi has
been on a tear, becoming Germany’s, and
the world’s, fastest-growing maker of luxu-
ry cars.

“We have a very short history, so we talk
a lot more about the future,” said Rupert
Stadler, 43, who became one of the youngest
chief executives of a major German compa-
ny when he took the Audi helm in January.

Mr. Stadler, whose salt-and-pepper hair
belies his age, makes an audacious pre-
diction: by 2015, he declares, Audi will be
the leader in luxury cars in the world. He is
quick to note that this does not mean selling
the most cars each year, but setting the in-
dustry pace in technological innovation,
brand image and customer satisfaction.

“Audi today is not what it was 10 years
ago,” Mr. Stadler said in an interview in this
Bavarian town. “We are more ambitious;
we have a different product portfolio; and
we want to play in a different league.”

In Europe, Audi still trails the perennial
luxury leaders, BMW and Mercedes of
DaimlerChrysler, but it is narrowing the
gap. It remains far ahead of Lexus, Toyota’s
luxury division, which has only been selling
here for a few years, but has enjoyed a re-
cent growth spurt. 

In the United States, though, Audi has to
compete not only with its larger German ri-
vals, but with Lexus, which has led the mar-
ket this decade with a peerless reputation
for service and reliability. And the newest
version of its LS sedan, the LS 460, is meant
to answer criticisms that Lexus has an un-
distinguished appearance.

“We still have a tough job in the United 

Short History, Long View
A Surging Audi Plans to Set the Pace in Luxury Cars 

Thomas Lohnes/Agence France-Presse — Getty Images

Rupert Stadler, Audi’s chief, pre-
dicts the company will be the
world’s leading maker of luxury
cars by 2015. The A5 Cabrio,
left, a two-door coupe, will be in-
troduced next week. The Q7 was
the company’s first S.U.V.The New York TimesSources: Audi; MotorIntelligence.com

Audi’s Growth
Over the last decade, Audi’s global sales 
have doubled. Last year, sales in China 
soared by nearly 40 percent.
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Is it possible that there are actual-
ly two Howard Schultzes lurking
around Starbucks headquarters in
Seattle? I think it is.

The first Howard Schultz is the
man who has coffee in his veins. He’s

the one who bought what
was then the tiny Star-
bucks company in 1987
and turned it into one of
the dominant brands of
the age. Starbucks coffee
was a step above other

coffee, and it also offered a “coffee
experience” that made customers
willing to pay $4 for something that
used to cost them 60 cents.

Starbucks was a place where peo-
ple could hang out, read the paper,
and make friends with the “baristas”
behind the counter; Mr. Schultz used
to call it the “third place,” a respite
from both the workplace and the
home front. Starbucks had its own
language and culture. Its part-time
staff got stock options and health in-
surance. It didn’t exploit its coffee
growers. It had a huge social respon-
sibility program. And Mr. Schultz,
who is chairman of Starbucks, took
deep pride in all the things that made
Starbucks special.

Last week, this Mr. Schultz was on
vivid display when an internal memo
he wrote to his top executives was
leaked to Starbucksgossip.com. The
memo is a cri de coeur from Mr.
Schultz, a lament for what has been
lost as Starbucks has grown from 6
stores in 1987 to more than 13,000
stores today. He pointed, for in-
stance, to the company’s decision
some years ago to install automatic
espresso machines, which, he wrote,
“solved a major problem in terms of
speed and service,” but also made
buying a cup of Starbucks coffee a
more antiseptic experience. 

He complained about the loss of
aroma because the baristas no long-

er scooped fresh coffee beans from
bins and ground them in front of cus-
tomers. He said that streamlining
the company’s store designs had
caused them to lose “the soul of the
past and reflect a chain of stores vs.
the warm feeling of a neighborhood
store.” He said that the Starbucks ex-
perience was becoming commodi-
tized, and he urged the executive
team to “go back to the core.” 

The memo was widely lauded as
an example of an entrepreneur who
understood the importance of recap-
turing what made his business spe-
cial before it was too late. “While I
wouldn’t argue that the Starbucks
brand is in its death knell, I would ar-
gue that the efficiencies and econo-
mies of scale have introduced a virus
in need of serious care,” wrote Mike
Neiss on the Web site of the Tom Pe-
ters Company. “And it looks like
Howard Schultz just might be the
healer they need.”

Warren Bennis, the leadership
guru who has served as an informal
mentor to Mr. Schultz, said, “This is
something every successful chief ex-
ecutive should do every once in a
while.” 

But then there’s the other Howard
Schultz, the one who signed off on the
very compromises he complained
about in the memo, precisely be-
cause they would help the company
grow faster. This second Howard
Schultz can talk Wall Street’s lan-
guage: he goes on the quarterly con-
ference calls and spits out data about
same-store sales, return on invest-
ment, and, most of all, growth.
Though it has lagged recently, his
company’s stock price has risen
5,000 percent since it went public in
1992, in large part because Mr.
Schultz has been so fanatical about
growth. It closed yesterday at $29.88.

“Starbucks is the fastest-growing
retail story of all time,” said John 
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Howard Schultz has made Star-
bucks, and its cups, ubiquitous. 
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Federal prosecutors and securi-
ties regulators are investigating
stock sales and accounting errors at
the New Century Financial Corpora-
tion, the biggest mortgage company
that specializes in lending to people
with weak, or subprime, credit, the
company disclosed in a corporate fil-
ing yesterday.

The company also warned that a
delay in filing its financials may put
vital financing into jeopardy.

The troubles at New Century are
the latest sign of the deterioration in
subprime lending — until recently
the fastest-growing segment of the
mortgage business. The market has
been struggling to contain the fallout
from rising default rates and weak-
ening home prices. Late last year,
some smaller lenders started going
out of business and last month sev-
eral bigger companies, including
New Century, started reporting
problems.

Another large lender, the Fremont
General Corporation, said yesterday
that it planned to sell its subprime
mortgage business after reaching an
agreement with the Federal Deposit
Insurance Corporation to restrict its
activities in that area. As part of the
agreement, Fremont will be able to
continue taking deposits.

The investigations into New Centu-
ry, which is based in Irvine, Calif.,
and wrote $33.9 billion in mortgages
last year, started after the company
said on Feb. 7 that it would restate
earnings for three quarters, which
sparked a huge sell-off in its shares.
Yesterday, it said its problems had
prevented it from filing its annual re-
port, which was to be released Thurs-
day. The board is conducting an in-
vestigation of the accounting prob-
lems. 

The company’s shares have fallen
more than 53 percent since the start
of the year — before the most recent
announcement, which came after the
stock market closed. Its shares were
down $3.73, or 25 percent, to $10.92, in
after-hours trading.

On Feb. 22, the company said the 
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By DAMON DARLIN

If information is power, then most
employees who enter salary negotia-
tions are holding pea shooters while
the boss is encased in a Kevlar vest.

Unless someone left a spreadsheet
of the company’s salaries on the
copier (funny how often that does
happen), most employees have pre-
cious little ammunition going into a
meeting to talk about their pay. 

A few Web sites try to level the
playing field by providing more de-
tailed information about salaries.
Salary.com began revealing the re-
sults of salary surveys on its site in
1999. PayScale.com is now challeng-
ing it by gathering information di-
rectly from the people who search
for data. (A third site, Payscroll
.com, is testing a method of trolling
job listings for salary information. It
will be opened to the public this
month or next.)

New Internet technologies are pro-
viding information that has never
been available to the average person
and transforming the way they sell
homes or buy airline tickets. It could
have the same effect on the 47 mil-
lion people who look for new jobs
each month and the countless others
who think they are underpaid at the
ones they have. 

Jessica Morrison, who wrote ad-
vertising copy for Drugstore.com in
Seattle, was one of those. After five
years at the company and several
promotions, her title was associate
editor even though she had the same
duties as a copywriter, a loftier title.
She also suspected that at $42,000 a 
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By BRAD STONE
SAN FRANCISCO, March 2 — Next week Cisco

Systems, a Silicon Valley heavyweight, plans to an-
nounce one of its most unusual deals: it is buying the
technology assets of Tribe.net, a mostly forgotten so-
cial networking site, according to people close to the
companies’ discussions. 

It is a curious pairing. Cisco, with 38,000 employ-
ees, makes networking equipment for telecommuni-
cations providers and other big companies. Tribe-
.net, run by a company with eight employees, has
been trampled by newer social sites like MySpace
and Facebook. 

But along with the recent purchase of a social
network design firm, Five Across, the deal will give
Cisco the technology to help large corporate clients
create services resembling MySpace or YouTube to
bring their customers together online. And that am-

bition highlights a significant shift in the way compa-
nies and entrepreneurs are thinking about social net-
works.

They look at MySpace and Facebook, with their
tens of millions of users, as walled-off destinations,
similar to first-generation online services like Amer-
ica Online, CompuServe and Prodigy. These big Web
sites attract masses of people who have dissimilar
interests and, ultimately, little in common.

The new social networking players, which in-
clude Cisco and a multitude of start-ups like Ning,
the latest venture of the Netscape co-creator Marc
Andreessen, say that social networks will soon be as
ubiquitous as regular Web sites. They are aiming to
create tools to let ordinary people, large companies
and even presidential candidates create social Web
sites tailored for their own customers, friends, fans
and employees.

“The existing social networks are fantastic but
they put users in a straitjacket,” said Mr. An-
dreessen, who this week reintroduced Ning, his third
start-up, after a limited introduction last year. “They
are restrictive about what you can and can’t do, and Randi Lynn Beach for The New York Times

Gina Bianchini and Marc Andreessen
founded Ning, a social network. 

Social Networking’s Next Phase 
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By MARK LANDLER
INGOLSTADT, Germany, Feb. 26 — Visi-

tors to the Audi automobile museum here
could be forgiven for puzzling over the first
few exhibits in this striking circular glass
building. There are splendid antique motor
cars with names like Horch, Wanderer and
DKW, but no Audis. 

Only on later cars does the Audi name
show up: affixed to their grilles, as if an af-
terthought.

In the aristocratic world of German auto-
mobiles, Audi is something of a parvenu.
While Mercedes-Benz and BMW have long
histories and legendary brand names, Audi
was cobbled together in the 1930s from three
German automakers under the bland label
Auto Union.

But heritage is not all it is cracked up to
be. While Mercedes has struggled to hold on
to its gilded status in recent years, Audi has
been on a tear, becoming Germany’s, and
the world’s, fastest-growing maker of luxu-
ry cars.

“We have a very short history, so we talk
a lot more about the future,” said Rupert
Stadler, 43, who became one of the youngest
chief executives of a major German compa-
ny when he took the Audi helm in January.

Mr. Stadler, whose salt-and-pepper hair
belies his age, makes an audacious pre-
diction: by 2015, he declares, Audi will be
the leader in luxury cars in the world. He is
quick to note that this does not mean selling
the most cars each year, but setting the in-
dustry pace in technological innovation,
brand image and customer satisfaction.

“Audi today is not what it was 10 years
ago,” Mr. Stadler said in an interview in this
Bavarian town. “We are more ambitious;
we have a different product portfolio; and
we want to play in a different league.”

In Europe, Audi still trails the perennial
luxury leaders, BMW and Mercedes of
DaimlerChrysler, but it is narrowing the
gap. It remains far ahead of Lexus, Toyota’s
luxury division, which has only been selling
here for a few years, but has enjoyed a re-
cent growth spurt. 

In the United States, though, Audi has to
compete not only with its larger German ri-
vals, but with Lexus, which has led the mar-
ket this decade with a peerless reputation
for service and reliability. And the newest
version of its LS sedan, the LS 460, is meant
to answer criticisms that Lexus has an un-
distinguished appearance.

“We still have a tough job in the United 

Short History, Long View
A Surging Audi Plans to Set the Pace in Luxury Cars 
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Rupert Stadler, Audi’s chief, pre-
dicts the company will be the
world’s leading maker of luxury
cars by 2015. The A5 Cabrio,
left, a two-door coupe, will be in-
troduced next week. The Q7 was
the company’s first S.U.V.The New York TimesSources: Audi; MotorIntelligence.com

Audi’s Growth
Over the last decade, Audi’s global sales 
have doubled. Last year, sales in China 
soared by nearly 40 percent.
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Is it possible that there are actual-
ly two Howard Schultzes lurking
around Starbucks headquarters in
Seattle? I think it is.

The first Howard Schultz is the
man who has coffee in his veins. He’s

the one who bought what
was then the tiny Star-
bucks company in 1987
and turned it into one of
the dominant brands of
the age. Starbucks coffee
was a step above other

coffee, and it also offered a “coffee
experience” that made customers
willing to pay $4 for something that
used to cost them 60 cents.

Starbucks was a place where peo-
ple could hang out, read the paper,
and make friends with the “baristas”
behind the counter; Mr. Schultz used
to call it the “third place,” a respite
from both the workplace and the
home front. Starbucks had its own
language and culture. Its part-time
staff got stock options and health in-
surance. It didn’t exploit its coffee
growers. It had a huge social respon-
sibility program. And Mr. Schultz,
who is chairman of Starbucks, took
deep pride in all the things that made
Starbucks special.

Last week, this Mr. Schultz was on
vivid display when an internal memo
he wrote to his top executives was
leaked to Starbucksgossip.com. The
memo is a cri de coeur from Mr.
Schultz, a lament for what has been
lost as Starbucks has grown from 6
stores in 1987 to more than 13,000
stores today. He pointed, for in-
stance, to the company’s decision
some years ago to install automatic
espresso machines, which, he wrote,
“solved a major problem in terms of
speed and service,” but also made
buying a cup of Starbucks coffee a
more antiseptic experience. 

He complained about the loss of
aroma because the baristas no long-

er scooped fresh coffee beans from
bins and ground them in front of cus-
tomers. He said that streamlining
the company’s store designs had
caused them to lose “the soul of the
past and reflect a chain of stores vs.
the warm feeling of a neighborhood
store.” He said that the Starbucks ex-
perience was becoming commodi-
tized, and he urged the executive
team to “go back to the core.” 

The memo was widely lauded as
an example of an entrepreneur who
understood the importance of recap-
turing what made his business spe-
cial before it was too late. “While I
wouldn’t argue that the Starbucks
brand is in its death knell, I would ar-
gue that the efficiencies and econo-
mies of scale have introduced a virus
in need of serious care,” wrote Mike
Neiss on the Web site of the Tom Pe-
ters Company. “And it looks like
Howard Schultz just might be the
healer they need.”

Warren Bennis, the leadership
guru who has served as an informal
mentor to Mr. Schultz, said, “This is
something every successful chief ex-
ecutive should do every once in a
while.” 

But then there’s the other Howard
Schultz, the one who signed off on the
very compromises he complained
about in the memo, precisely be-
cause they would help the company
grow faster. This second Howard
Schultz can talk Wall Street’s lan-
guage: he goes on the quarterly con-
ference calls and spits out data about
same-store sales, return on invest-
ment, and, most of all, growth.
Though it has lagged recently, his
company’s stock price has risen
5,000 percent since it went public in
1992, in large part because Mr.
Schultz has been so fanatical about
growth. It closed yesterday at $29.88.

“Starbucks is the fastest-growing
retail story of all time,” said John 
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Federal prosecutors and securi-
ties regulators are investigating
stock sales and accounting errors at
the New Century Financial Corpora-
tion, the biggest mortgage company
that specializes in lending to people
with weak, or subprime, credit, the
company disclosed in a corporate fil-
ing yesterday.

The company also warned that a
delay in filing its financials may put
vital financing into jeopardy.

The troubles at New Century are
the latest sign of the deterioration in
subprime lending — until recently
the fastest-growing segment of the
mortgage business. The market has
been struggling to contain the fallout
from rising default rates and weak-
ening home prices. Late last year,
some smaller lenders started going
out of business and last month sev-
eral bigger companies, including
New Century, started reporting
problems.

Another large lender, the Fremont
General Corporation, said yesterday
that it planned to sell its subprime
mortgage business after reaching an
agreement with the Federal Deposit
Insurance Corporation to restrict its
activities in that area. As part of the
agreement, Fremont will be able to
continue taking deposits.

The investigations into New Centu-
ry, which is based in Irvine, Calif.,
and wrote $33.9 billion in mortgages
last year, started after the company
said on Feb. 7 that it would restate
earnings for three quarters, which
sparked a huge sell-off in its shares.
Yesterday, it said its problems had
prevented it from filing its annual re-
port, which was to be released Thurs-
day. The board is conducting an in-
vestigation of the accounting prob-
lems. 

The company’s shares have fallen
more than 53 percent since the start
of the year — before the most recent
announcement, which came after the
stock market closed. Its shares were
down $3.73, or 25 percent, to $10.92, in
after-hours trading.

On Feb. 22, the company said the 
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By DAMON DARLIN

If information is power, then most
employees who enter salary negotia-
tions are holding pea shooters while
the boss is encased in a Kevlar vest.

Unless someone left a spreadsheet
of the company’s salaries on the
copier (funny how often that does
happen), most employees have pre-
cious little ammunition going into a
meeting to talk about their pay. 

A few Web sites try to level the
playing field by providing more de-
tailed information about salaries.
Salary.com began revealing the re-
sults of salary surveys on its site in
1999. PayScale.com is now challeng-
ing it by gathering information di-
rectly from the people who search
for data. (A third site, Payscroll
.com, is testing a method of trolling
job listings for salary information. It
will be opened to the public this
month or next.)

New Internet technologies are pro-
viding information that has never
been available to the average person
and transforming the way they sell
homes or buy airline tickets. It could
have the same effect on the 47 mil-
lion people who look for new jobs
each month and the countless others
who think they are underpaid at the
ones they have. 

Jessica Morrison, who wrote ad-
vertising copy for Drugstore.com in
Seattle, was one of those. After five
years at the company and several
promotions, her title was associate
editor even though she had the same
duties as a copywriter, a loftier title.
She also suspected that at $42,000 a 
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By BRAD STONE
SAN FRANCISCO, March 2 — Next week Cisco

Systems, a Silicon Valley heavyweight, plans to an-
nounce one of its most unusual deals: it is buying the
technology assets of Tribe.net, a mostly forgotten so-
cial networking site, according to people close to the
companies’ discussions. 

It is a curious pairing. Cisco, with 38,000 employ-
ees, makes networking equipment for telecommuni-
cations providers and other big companies. Tribe-
.net, run by a company with eight employees, has
been trampled by newer social sites like MySpace
and Facebook. 

But along with the recent purchase of a social
network design firm, Five Across, the deal will give
Cisco the technology to help large corporate clients
create services resembling MySpace or YouTube to
bring their customers together online. And that am-

bition highlights a significant shift in the way compa-
nies and entrepreneurs are thinking about social net-
works.

They look at MySpace and Facebook, with their
tens of millions of users, as walled-off destinations,
similar to first-generation online services like Amer-
ica Online, CompuServe and Prodigy. These big Web
sites attract masses of people who have dissimilar
interests and, ultimately, little in common.

The new social networking players, which in-
clude Cisco and a multitude of start-ups like Ning,
the latest venture of the Netscape co-creator Marc
Andreessen, say that social networks will soon be as
ubiquitous as regular Web sites. They are aiming to
create tools to let ordinary people, large companies
and even presidential candidates create social Web
sites tailored for their own customers, friends, fans
and employees.

“The existing social networks are fantastic but
they put users in a straitjacket,” said Mr. An-
dreessen, who this week reintroduced Ning, his third
start-up, after a limited introduction last year. “They
are restrictive about what you can and can’t do, and Randi Lynn Beach for The New York Times

Gina Bianchini and Marc Andreessen
founded Ning, a social network. 
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By MARK LANDLER
INGOLSTADT, Germany, Feb. 26 — Visi-

tors to the Audi automobile museum here
could be forgiven for puzzling over the first
few exhibits in this striking circular glass
building. There are splendid antique motor
cars with names like Horch, Wanderer and
DKW, but no Audis. 

Only on later cars does the Audi name
show up: affixed to their grilles, as if an af-
terthought.

In the aristocratic world of German auto-
mobiles, Audi is something of a parvenu.
While Mercedes-Benz and BMW have long
histories and legendary brand names, Audi
was cobbled together in the 1930s from three
German automakers under the bland label
Auto Union.

But heritage is not all it is cracked up to
be. While Mercedes has struggled to hold on
to its gilded status in recent years, Audi has
been on a tear, becoming Germany’s, and
the world’s, fastest-growing maker of luxu-
ry cars.

“We have a very short history, so we talk
a lot more about the future,” said Rupert
Stadler, 43, who became one of the youngest
chief executives of a major German compa-
ny when he took the Audi helm in January.

Mr. Stadler, whose salt-and-pepper hair
belies his age, makes an audacious pre-
diction: by 2015, he declares, Audi will be
the leader in luxury cars in the world. He is
quick to note that this does not mean selling
the most cars each year, but setting the in-
dustry pace in technological innovation,
brand image and customer satisfaction.

“Audi today is not what it was 10 years
ago,” Mr. Stadler said in an interview in this
Bavarian town. “We are more ambitious;
we have a different product portfolio; and
we want to play in a different league.”

In Europe, Audi still trails the perennial
luxury leaders, BMW and Mercedes of
DaimlerChrysler, but it is narrowing the
gap. It remains far ahead of Lexus, Toyota’s
luxury division, which has only been selling
here for a few years, but has enjoyed a re-
cent growth spurt. 

In the United States, though, Audi has to
compete not only with its larger German ri-
vals, but with Lexus, which has led the mar-
ket this decade with a peerless reputation
for service and reliability. And the newest
version of its LS sedan, the LS 460, is meant
to answer criticisms that Lexus has an un-
distinguished appearance.

“We still have a tough job in the United 

Short History, Long View
A Surging Audi Plans to Set the Pace in Luxury Cars 
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Rupert Stadler, Audi’s chief, pre-
dicts the company will be the
world’s leading maker of luxury
cars by 2015. The A5 Cabrio,
left, a two-door coupe, will be in-
troduced next week. The Q7 was
the company’s first S.U.V.The New York TimesSources: Audi; MotorIntelligence.com

Audi’s Growth
Over the last decade, Audi’s global sales 
have doubled. Last year, sales in China 
soared by nearly 40 percent.
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Is it possible that there are actual-
ly two Howard Schultzes lurking
around Starbucks headquarters in
Seattle? I think it is.

The first Howard Schultz is the
man who has coffee in his veins. He’s

the one who bought what
was then the tiny Star-
bucks company in 1987
and turned it into one of
the dominant brands of
the age. Starbucks coffee
was a step above other

coffee, and it also offered a “coffee
experience” that made customers
willing to pay $4 for something that
used to cost them 60 cents.

Starbucks was a place where peo-
ple could hang out, read the paper,
and make friends with the “baristas”
behind the counter; Mr. Schultz used
to call it the “third place,” a respite
from both the workplace and the
home front. Starbucks had its own
language and culture. Its part-time
staff got stock options and health in-
surance. It didn’t exploit its coffee
growers. It had a huge social respon-
sibility program. And Mr. Schultz,
who is chairman of Starbucks, took
deep pride in all the things that made
Starbucks special.

Last week, this Mr. Schultz was on
vivid display when an internal memo
he wrote to his top executives was
leaked to Starbucksgossip.com. The
memo is a cri de coeur from Mr.
Schultz, a lament for what has been
lost as Starbucks has grown from 6
stores in 1987 to more than 13,000
stores today. He pointed, for in-
stance, to the company’s decision
some years ago to install automatic
espresso machines, which, he wrote,
“solved a major problem in terms of
speed and service,” but also made
buying a cup of Starbucks coffee a
more antiseptic experience. 

He complained about the loss of
aroma because the baristas no long-

er scooped fresh coffee beans from
bins and ground them in front of cus-
tomers. He said that streamlining
the company’s store designs had
caused them to lose “the soul of the
past and reflect a chain of stores vs.
the warm feeling of a neighborhood
store.” He said that the Starbucks ex-
perience was becoming commodi-
tized, and he urged the executive
team to “go back to the core.” 

The memo was widely lauded as
an example of an entrepreneur who
understood the importance of recap-
turing what made his business spe-
cial before it was too late. “While I
wouldn’t argue that the Starbucks
brand is in its death knell, I would ar-
gue that the efficiencies and econo-
mies of scale have introduced a virus
in need of serious care,” wrote Mike
Neiss on the Web site of the Tom Pe-
ters Company. “And it looks like
Howard Schultz just might be the
healer they need.”

Warren Bennis, the leadership
guru who has served as an informal
mentor to Mr. Schultz, said, “This is
something every successful chief ex-
ecutive should do every once in a
while.” 

But then there’s the other Howard
Schultz, the one who signed off on the
very compromises he complained
about in the memo, precisely be-
cause they would help the company
grow faster. This second Howard
Schultz can talk Wall Street’s lan-
guage: he goes on the quarterly con-
ference calls and spits out data about
same-store sales, return on invest-
ment, and, most of all, growth.
Though it has lagged recently, his
company’s stock price has risen
5,000 percent since it went public in
1992, in large part because Mr.
Schultz has been so fanatical about
growth. It closed yesterday at $29.88.

“Starbucks is the fastest-growing
retail story of all time,” said John 
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Federal prosecutors and securi-
ties regulators are investigating
stock sales and accounting errors at
the New Century Financial Corpora-
tion, the biggest mortgage company
that specializes in lending to people
with weak, or subprime, credit, the
company disclosed in a corporate fil-
ing yesterday.

The company also warned that a
delay in filing its financials may put
vital financing into jeopardy.

The troubles at New Century are
the latest sign of the deterioration in
subprime lending — until recently
the fastest-growing segment of the
mortgage business. The market has
been struggling to contain the fallout
from rising default rates and weak-
ening home prices. Late last year,
some smaller lenders started going
out of business and last month sev-
eral bigger companies, including
New Century, started reporting
problems.

Another large lender, the Fremont
General Corporation, said yesterday
that it planned to sell its subprime
mortgage business after reaching an
agreement with the Federal Deposit
Insurance Corporation to restrict its
activities in that area. As part of the
agreement, Fremont will be able to
continue taking deposits.

The investigations into New Centu-
ry, which is based in Irvine, Calif.,
and wrote $33.9 billion in mortgages
last year, started after the company
said on Feb. 7 that it would restate
earnings for three quarters, which
sparked a huge sell-off in its shares.
Yesterday, it said its problems had
prevented it from filing its annual re-
port, which was to be released Thurs-
day. The board is conducting an in-
vestigation of the accounting prob-
lems. 

The company’s shares have fallen
more than 53 percent since the start
of the year — before the most recent
announcement, which came after the
stock market closed. Its shares were
down $3.73, or 25 percent, to $10.92, in
after-hours trading.

On Feb. 22, the company said the 
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By DAMON DARLIN

If information is power, then most
employees who enter salary negotia-
tions are holding pea shooters while
the boss is encased in a Kevlar vest.

Unless someone left a spreadsheet
of the company’s salaries on the
copier (funny how often that does
happen), most employees have pre-
cious little ammunition going into a
meeting to talk about their pay. 

A few Web sites try to level the
playing field by providing more de-
tailed information about salaries.
Salary.com began revealing the re-
sults of salary surveys on its site in
1999. PayScale.com is now challeng-
ing it by gathering information di-
rectly from the people who search
for data. (A third site, Payscroll
.com, is testing a method of trolling
job listings for salary information. It
will be opened to the public this
month or next.)

New Internet technologies are pro-
viding information that has never
been available to the average person
and transforming the way they sell
homes or buy airline tickets. It could
have the same effect on the 47 mil-
lion people who look for new jobs
each month and the countless others
who think they are underpaid at the
ones they have. 

Jessica Morrison, who wrote ad-
vertising copy for Drugstore.com in
Seattle, was one of those. After five
years at the company and several
promotions, her title was associate
editor even though she had the same
duties as a copywriter, a loftier title.
She also suspected that at $42,000 a 
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By BRAD STONE
SAN FRANCISCO, March 2 — Next week Cisco

Systems, a Silicon Valley heavyweight, plans to an-
nounce one of its most unusual deals: it is buying the
technology assets of Tribe.net, a mostly forgotten so-
cial networking site, according to people close to the
companies’ discussions. 

It is a curious pairing. Cisco, with 38,000 employ-
ees, makes networking equipment for telecommuni-
cations providers and other big companies. Tribe-
.net, run by a company with eight employees, has
been trampled by newer social sites like MySpace
and Facebook. 

But along with the recent purchase of a social
network design firm, Five Across, the deal will give
Cisco the technology to help large corporate clients
create services resembling MySpace or YouTube to
bring their customers together online. And that am-

bition highlights a significant shift in the way compa-
nies and entrepreneurs are thinking about social net-
works.

They look at MySpace and Facebook, with their
tens of millions of users, as walled-off destinations,
similar to first-generation online services like Amer-
ica Online, CompuServe and Prodigy. These big Web
sites attract masses of people who have dissimilar
interests and, ultimately, little in common.

The new social networking players, which in-
clude Cisco and a multitude of start-ups like Ning,
the latest venture of the Netscape co-creator Marc
Andreessen, say that social networks will soon be as
ubiquitous as regular Web sites. They are aiming to
create tools to let ordinary people, large companies
and even presidential candidates create social Web
sites tailored for their own customers, friends, fans
and employees.

“The existing social networks are fantastic but
they put users in a straitjacket,” said Mr. An-
dreessen, who this week reintroduced Ning, his third
start-up, after a limited introduction last year. “They
are restrictive about what you can and can’t do, and Randi Lynn Beach for The New York Times

Gina Bianchini and Marc Andreessen
founded Ning, a social network. 
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By MARK LANDLER
INGOLSTADT, Germany, Feb. 26 — Visi-

tors to the Audi automobile museum here
could be forgiven for puzzling over the first
few exhibits in this striking circular glass
building. There are splendid antique motor
cars with names like Horch, Wanderer and
DKW, but no Audis. 

Only on later cars does the Audi name
show up: affixed to their grilles, as if an af-
terthought.

In the aristocratic world of German auto-
mobiles, Audi is something of a parvenu.
While Mercedes-Benz and BMW have long
histories and legendary brand names, Audi
was cobbled together in the 1930s from three
German automakers under the bland label
Auto Union.

But heritage is not all it is cracked up to
be. While Mercedes has struggled to hold on
to its gilded status in recent years, Audi has
been on a tear, becoming Germany’s, and
the world’s, fastest-growing maker of luxu-
ry cars.

“We have a very short history, so we talk
a lot more about the future,” said Rupert
Stadler, 43, who became one of the youngest
chief executives of a major German compa-
ny when he took the Audi helm in January.

Mr. Stadler, whose salt-and-pepper hair
belies his age, makes an audacious pre-
diction: by 2015, he declares, Audi will be
the leader in luxury cars in the world. He is
quick to note that this does not mean selling
the most cars each year, but setting the in-
dustry pace in technological innovation,
brand image and customer satisfaction.

“Audi today is not what it was 10 years
ago,” Mr. Stadler said in an interview in this
Bavarian town. “We are more ambitious;
we have a different product portfolio; and
we want to play in a different league.”

In Europe, Audi still trails the perennial
luxury leaders, BMW and Mercedes of
DaimlerChrysler, but it is narrowing the
gap. It remains far ahead of Lexus, Toyota’s
luxury division, which has only been selling
here for a few years, but has enjoyed a re-
cent growth spurt. 

In the United States, though, Audi has to
compete not only with its larger German ri-
vals, but with Lexus, which has led the mar-
ket this decade with a peerless reputation
for service and reliability. And the newest
version of its LS sedan, the LS 460, is meant
to answer criticisms that Lexus has an un-
distinguished appearance.

“We still have a tough job in the United 

Short History, Long View
A Surging Audi Plans to Set the Pace in Luxury Cars 

Thomas Lohnes/Agence France-Presse — Getty Images

Rupert Stadler, Audi’s chief, pre-
dicts the company will be the
world’s leading maker of luxury
cars by 2015. The A5 Cabrio,
left, a two-door coupe, will be in-
troduced next week. The Q7 was
the company’s first S.U.V.The New York TimesSources: Audi; MotorIntelligence.com

Audi’s Growth
Over the last decade, Audi’s global sales 
have doubled. Last year, sales in China 
soared by nearly 40 percent.
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Is it possible that there are actual-
ly two Howard Schultzes lurking
around Starbucks headquarters in
Seattle? I think it is.

The first Howard Schultz is the
man who has coffee in his veins. He’s

the one who bought what
was then the tiny Star-
bucks company in 1987
and turned it into one of
the dominant brands of
the age. Starbucks coffee
was a step above other

coffee, and it also offered a “coffee
experience” that made customers
willing to pay $4 for something that
used to cost them 60 cents.

Starbucks was a place where peo-
ple could hang out, read the paper,
and make friends with the “baristas”
behind the counter; Mr. Schultz used
to call it the “third place,” a respite
from both the workplace and the
home front. Starbucks had its own
language and culture. Its part-time
staff got stock options and health in-
surance. It didn’t exploit its coffee
growers. It had a huge social respon-
sibility program. And Mr. Schultz,
who is chairman of Starbucks, took
deep pride in all the things that made
Starbucks special.

Last week, this Mr. Schultz was on
vivid display when an internal memo
he wrote to his top executives was
leaked to Starbucksgossip.com. The
memo is a cri de coeur from Mr.
Schultz, a lament for what has been
lost as Starbucks has grown from 6
stores in 1987 to more than 13,000
stores today. He pointed, for in-
stance, to the company’s decision
some years ago to install automatic
espresso machines, which, he wrote,
“solved a major problem in terms of
speed and service,” but also made
buying a cup of Starbucks coffee a
more antiseptic experience. 

He complained about the loss of
aroma because the baristas no long-

er scooped fresh coffee beans from
bins and ground them in front of cus-
tomers. He said that streamlining
the company’s store designs had
caused them to lose “the soul of the
past and reflect a chain of stores vs.
the warm feeling of a neighborhood
store.” He said that the Starbucks ex-
perience was becoming commodi-
tized, and he urged the executive
team to “go back to the core.” 

The memo was widely lauded as
an example of an entrepreneur who
understood the importance of recap-
turing what made his business spe-
cial before it was too late. “While I
wouldn’t argue that the Starbucks
brand is in its death knell, I would ar-
gue that the efficiencies and econo-
mies of scale have introduced a virus
in need of serious care,” wrote Mike
Neiss on the Web site of the Tom Pe-
ters Company. “And it looks like
Howard Schultz just might be the
healer they need.”

Warren Bennis, the leadership
guru who has served as an informal
mentor to Mr. Schultz, said, “This is
something every successful chief ex-
ecutive should do every once in a
while.” 

But then there’s the other Howard
Schultz, the one who signed off on the
very compromises he complained
about in the memo, precisely be-
cause they would help the company
grow faster. This second Howard
Schultz can talk Wall Street’s lan-
guage: he goes on the quarterly con-
ference calls and spits out data about
same-store sales, return on invest-
ment, and, most of all, growth.
Though it has lagged recently, his
company’s stock price has risen
5,000 percent since it went public in
1992, in large part because Mr.
Schultz has been so fanatical about
growth. It closed yesterday at $29.88.

“Starbucks is the fastest-growing
retail story of all time,” said John 
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Federal prosecutors and securi-
ties regulators are investigating
stock sales and accounting errors at
the New Century Financial Corpora-
tion, the biggest mortgage company
that specializes in lending to people
with weak, or subprime, credit, the
company disclosed in a corporate fil-
ing yesterday.

The company also warned that a
delay in filing its financials may put
vital financing into jeopardy.

The troubles at New Century are
the latest sign of the deterioration in
subprime lending — until recently
the fastest-growing segment of the
mortgage business. The market has
been struggling to contain the fallout
from rising default rates and weak-
ening home prices. Late last year,
some smaller lenders started going
out of business and last month sev-
eral bigger companies, including
New Century, started reporting
problems.

Another large lender, the Fremont
General Corporation, said yesterday
that it planned to sell its subprime
mortgage business after reaching an
agreement with the Federal Deposit
Insurance Corporation to restrict its
activities in that area. As part of the
agreement, Fremont will be able to
continue taking deposits.

The investigations into New Centu-
ry, which is based in Irvine, Calif.,
and wrote $33.9 billion in mortgages
last year, started after the company
said on Feb. 7 that it would restate
earnings for three quarters, which
sparked a huge sell-off in its shares.
Yesterday, it said its problems had
prevented it from filing its annual re-
port, which was to be released Thurs-
day. The board is conducting an in-
vestigation of the accounting prob-
lems. 

The company’s shares have fallen
more than 53 percent since the start
of the year — before the most recent
announcement, which came after the
stock market closed. Its shares were
down $3.73, or 25 percent, to $10.92, in
after-hours trading.

On Feb. 22, the company said the 
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By DAMON DARLIN

If information is power, then most
employees who enter salary negotia-
tions are holding pea shooters while
the boss is encased in a Kevlar vest.

Unless someone left a spreadsheet
of the company’s salaries on the
copier (funny how often that does
happen), most employees have pre-
cious little ammunition going into a
meeting to talk about their pay. 

A few Web sites try to level the
playing field by providing more de-
tailed information about salaries.
Salary.com began revealing the re-
sults of salary surveys on its site in
1999. PayScale.com is now challeng-
ing it by gathering information di-
rectly from the people who search
for data. (A third site, Payscroll
.com, is testing a method of trolling
job listings for salary information. It
will be opened to the public this
month or next.)

New Internet technologies are pro-
viding information that has never
been available to the average person
and transforming the way they sell
homes or buy airline tickets. It could
have the same effect on the 47 mil-
lion people who look for new jobs
each month and the countless others
who think they are underpaid at the
ones they have. 

Jessica Morrison, who wrote ad-
vertising copy for Drugstore.com in
Seattle, was one of those. After five
years at the company and several
promotions, her title was associate
editor even though she had the same
duties as a copywriter, a loftier title.
She also suspected that at $42,000 a 
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By BRAD STONE
SAN FRANCISCO, March 2 — Next week Cisco

Systems, a Silicon Valley heavyweight, plans to an-
nounce one of its most unusual deals: it is buying the
technology assets of Tribe.net, a mostly forgotten so-
cial networking site, according to people close to the
companies’ discussions. 

It is a curious pairing. Cisco, with 38,000 employ-
ees, makes networking equipment for telecommuni-
cations providers and other big companies. Tribe-
.net, run by a company with eight employees, has
been trampled by newer social sites like MySpace
and Facebook. 

But along with the recent purchase of a social
network design firm, Five Across, the deal will give
Cisco the technology to help large corporate clients
create services resembling MySpace or YouTube to
bring their customers together online. And that am-

bition highlights a significant shift in the way compa-
nies and entrepreneurs are thinking about social net-
works.

They look at MySpace and Facebook, with their
tens of millions of users, as walled-off destinations,
similar to first-generation online services like Amer-
ica Online, CompuServe and Prodigy. These big Web
sites attract masses of people who have dissimilar
interests and, ultimately, little in common.

The new social networking players, which in-
clude Cisco and a multitude of start-ups like Ning,
the latest venture of the Netscape co-creator Marc
Andreessen, say that social networks will soon be as
ubiquitous as regular Web sites. They are aiming to
create tools to let ordinary people, large companies
and even presidential candidates create social Web
sites tailored for their own customers, friends, fans
and employees.

“The existing social networks are fantastic but
they put users in a straitjacket,” said Mr. An-
dreessen, who this week reintroduced Ning, his third
start-up, after a limited introduction last year. “They
are restrictive about what you can and can’t do, and Randi Lynn Beach for The New York Times

Gina Bianchini and Marc Andreessen
founded Ning, a social network. 

Social Networking’s Next Phase 

Continued on Page 9

Services Like YouTube Seen
As Way to Conduct Business

C1Ø N

SATURDAY, MARCH 3, 2007

Nxxx,2007-03-03,C,001,Bs-BK,E2

C8 N THE NEW YORK TIMES, SATURDAY, MARCH 3, 2007

INVESTMENT GRADE

NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 4147 2661 1223 263
Advances 1927 1415 441 71
Declines 1813 980 652 181
Unchanged 155 61 87 7
52 Week High 283 237 37 9
52 Week Low 61 38 16 7
Dollar Volume*     16,049 8,346 4,911 2,792

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources
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Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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via The Associated Press
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Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Goldman Sachs Gp (GS.WL) 5.625 Jan 2017 A1 –– 103.893 99.505 100.102 0.478 5.610
Morgan Stanley (MWD.XJ) 5.450 Jan 2017 Aa3 –– 101.789 98.995 101.789 2.187 5.214
Home Depot (HD.GK) 5.875 Dec 2036 Aa3 A+ 103.380 99.281 99.558 –0.181 5.906
Bear Stearns Co (BSC.GFR) 5.550 Jan 2017 A2 A 101.757 99.302 99.539 –0.138 5.610
Residential Capital  (RDCC.GF) 6.375 Jun 2010 Baa3 BBB 101.865 100.020 100.770 –0.042 6.111
Merrill Lynch & Co (MER.GNU) 6.110 Jan 2037 –– A+ 101.750 98.989 101.750 2.152 5.983
General Electric Capital (GE.AAD) 6.000 Jun 2012 Aaa AAA 105.000 103.590 104.608 0.120 4.993
Morgan Stanley Dean Witter (MWD.OO) 6.600 Apr 2012 Aa3 A+ 106.376 105.715 105.715 –0.339 5.298
Capital One Financial  (COF.HL) 6.150 Sep 2016 Baa1 BBB 103.482 102.013 102.013 –1.219 5.870
Goldman Sachs Gp (GS.WO) 5.300 Feb 2012 –– AA– 100.872 100.634 100.634 –0.016 5.152

HIGH YIELD

US Airways Pass Through Trusts (U.GD) 8.360 Jul 2020 Ba1 BBB+ 111.125 110.875 111.125 2.875 N.A.
Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 59.750 56.250 58.000 –1.000 14.737
Calpine Canada Energy Fin. Ulc (CPN.GO) 8.500 May 2008 –– D 107.000 105.250 107.000 5.000 N.A.
Case New Holland (CNH.GI) 9.250 Aug 2011 Ba3 BB 105.750 105.625 105.750 0.050 6.035
Building Materials Of America (BDGM.GL) 7.750 Aug 2014 B2 BB– 100.250 99.625 100.000 0.063 7.747
Dean Foods Co (DF.GE) 7.000 Jun 2016 Ba2 BB– 99.900 99.000 99.250 –3.875 7.109
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 78.975 75.250 76.750 –1.280 10.014
General Motors Accpt. (GMA.IMW) 6.750 Dec 2014 Ba1 BB+ 100.063 97.360 100.000 –0.125 6.748
XM Satellite Radio (XMRD.GL) 9.750 May 2014 Caa1 CCC 100.875 99.875 100.000 0.000 9.744
General Motors (GM.HB) 8.375 Jul 2033 Caa1 B– 93.500 87.750 91.250 0.000 9.266

CONVERTIBLES

Ford Motor Co (F.GSF) 4.250 Dec 2036 Caa1 CCC+ 110.250 108.337 108.721 –1.765 3.204
Amgen (AMGN.GN) 0.375 Feb 2013 –– –– 96.250 94.000 95.000 0.311 1.257
Amgen (AMGN.GM) 0.125 Feb 2011 A2 –– 96.125 94.100 95.875 0.079 1.211
Medtronic (MDT.GJ) 1.500 Apr 2011 A1 AA– 104.000 102.380 102.500 –1.268 0.879
EMC  (EMC.GF) 1.750 Dec 2013 –– BBB+ 111.000 105.000 107.204 –3.796 0.655
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 96.375 94.875 95.750 –0.650 2.003
Medtronic (MDT.GK) 1.625 Apr 2013 A1 AA– 104.500 102.250 103.146 –0.843 1.091
Best Buy (BBY.GE) 2.250 Jan 2022 Baa3 BBB– 109.896 106.760 108.375 –1.438 C
Millennium Pharmaceuticals (MLNM.GG) 2.250 Nov 2011 –– –– 97.352 96.418 96.634 1.384 3.025
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 107.133 103.250 106.250 –0.050 –0.689
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INVESTMENT GRADE: +5.57%

ASIA/PACIFIC
Australia (Dollar) .7822 .7854 1.2784 1.2732
China (Yuan) .1290 .1291 7.7490 7.7432
Hong Kong (Dollar) .1280 .1280 7.8148 7.8130
India (Rupee) .0227 .0227 44.105 44.080
Indonesia (Rupiah) .000109 .000109 9174.31 9174.31
Japan (Yen) .008565 .008505 116.75 117.58
Malaysia (Ringgit) .2852 .2851 3.5065 3.5070
New Zealand (Dollar) .6888 .6935 1.4518 1.4421
Pakistan (Rupee) .0165 .0165 60.77 60.75
Philippines (Peso) .0206 .0206 48.56 48.57

EUROPE
Britain (Pound) 1.9433 1.9605 .5146 .5101
Czech Rep (Koruna) .0468 .0469 21.37 21.33
Denmark (Krone) .1771 .1771 5.6465 5.6459
Europe (Euro) 1.3191 1.3198 .7581 .7577
Hungary (Forint) .0052 .0052 192.46 193.09
Norway (Krone) .1622 .1628 6.1637 6.1438
Poland (Zloty) .3383 .3389 2.96 2.95
Russia (Ruble) .0382 .0382 26.1609 26.1554
Slovak Rep (Koruna) .0384 .0384 26.03 26.02
Sweden (Krona) .1420 .1418 7.0438 7.0515
Switzerland (Franc) .8219 .8195 1.2167 1.2203
Turkey (Lira) .6975 .7039 1.4337 1.4207

Canada (Dollar) .8498 .8536 1.1767 1.1715
Dominican Rep (Peso) .0300 .0301 33.30 33.25
Mexico (Peso) .089228 .089684 11.2072 11.1503

Bahrain (Dinar) 2.6524 2.6525 .3770 .3770
Egypt (Pound) .1754 .1756 5.7000 5.6943
Iran (Rial) .000109 .000109 9174.31 9174.31
Israel (Shekel) .2372 .2376 4.2152 4.2095
Jordan (Dinar) 1.4114 1.4114 .7085 .7085
Kenya (Shilling) .0145 .0145 69.15 69.10
Kuwait (Dinar) 3.4582 3.4579 .2892 .2892
Lebanon (Pound) .000661 .000661 1512.00 1512.00
Saudi Arabia (Riyal) .2667 .2667 3.7496 3.7498
So. Africa (Rand) .1350 .1375 7.4083 7.2718

MIDDLE EAST/AFRICA

Singapore (Dollar) .6556 .6547 1.5253 1.5275
So. Korea (Won) .001061 .001062 942.51 941.62
Taiwan (Dollar) .0304 .0304 32.93 32.90
Thailand (Baht) .02978 .02960 33.58 33.78
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3226 .3228 3.1000 3.0980
Bolivia (Boliviano) .1251 .1251 7.9950 7.9950
Brazil (Real) .4691 .4726 2.1317 2.1160
Chile (Peso) .001855 .001850 539.08 540.54
Colombia (Peso) .000447 .000446 2237.50 2244.50
Paraguay (Guarani) .000194 .000194 5154.64 5154.64
Peru (New Sol) .3136 .3136 3.189 3.188
Uruguay (New Peso) .0410 .0412 24.3748 24.2501

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 62.80 51.50 May 07 53.70 53.95 53.60 53.89 + .19 116,476
Lumber CME $/1,000 bd. ft. 341.0 255.1 May 07 255.0 257.0 254.6 255.6 + .5 5,173

Cocoa NYBOT $/ton 1812 1456 May 07 1784 1807 1770 1804 + 1 80,705
Coffee NYBOT ¢/lb 138.75 104.20 May 07 115.60 116.20 115.00 115.15 ◊ 1.45 86,319
Sugar-World NYBOT ¢/lb 18.40 10.14 May 07 11.13 11.48 11.13 11.22 + .25 300,287
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07 20.90 21.00 20.90 21.00 + .01 3,010
Orange Juice NYBOT ¢/lb 205.80 145.50 May 07 204.80 205.40 204.00 205.05 + .05 21,682

Live Cattle CME ¢/lb 98.22 81.50 Apr 07 96.20 98.22 96.10 97.65 + 1.50 149,009
Feeder Cattle CME ¢/lb 110.50 92.15 May 07 105.95 107.60 105.60 107.22 + 1.25 11,495
Hogs-Lean CME ¢/lb 70.15 56.10 Apr 07 66.02 67.00 65.65 66.35 + .23 86,411
Pork Bellies CME ¢/lb 108.87 84.00 May 07 105.25 106.65 104.70 106.20 + 1.58 891

Corn CBT ¢/bushel 450ü 249} May 07 422ø 430 418ø 421 ◊ 7 534,014
Soybeans CBT ¢/bushel 807} 568ø May 07 755ø 764ü 750 753ø ◊ 8ø 248,641
Soybean Meal CBT $/ton 240.60 164.70 May 07 222.10 226.40 220.20 220.90 ◊ 4.70 101,725
Soybean Oil CBT ¢/lb 31.67 23.15 May 07 30.09 30.25 29.82 30.08 + .07 156,649
Wheat CBT ¢/bushel 535 394 May 07 477ø 484} 472 473} ◊ 5ü 208,966
Winter Wheat KC ¢/bushel 550 456 May 07 500 508 499ø 504 ◊ 1ü 49,658
Oats CBT ¢/bushel 287ü 190 May 07 246ø 250ø 242 246 ◊ 3ø 7,249
Rough Rice CBT $/CWT 10.950 9.530 May 07 10.675 10.690 10.540 10.610 ◊ .030 9,403

METALS AND ENERGY
Gold CMX $/troy oz. 765.00 559.40 Apr 07 645.40 668.20 641.30 644.10 ◊ 21.00 233,289
Silver CMX ¢/troy oz. 1486.0 996.0 May 07 1299.5 1385.0 1280.0 1296.0 ◊ 69.0 74,277
Platinum NYM $/troy oz. 1274.50 1080.00 Apr 07 1210.00 1241.20 1201.00 1211.80 ◊ 33.40 10,221
Palladium NYM $/oz. 402.75 293.00 Jun 07 349.85 353.50 345.00 350.60 ◊ 3.45 14,994
Hi Grade Copper CMX ¢/lb 364.00 118.65 May 07 271.20 278.00 268.50 270.70 ◊ 4.75 43,512

Light Sweet Crude NYM $/bbl. 81.19 51.68 Apr 07 61.70 62.40 61.16 61.64 ◊ .36 304,837
Gas Blend NYM  2.3590 1.5235 Apr 07 1.9096 1.9400 1.8852 1.9018 ◊ .0083 54,177
Heating Oil NYM ¢/gal 229.45 149.35 Apr 07 177.10 178.80 175.96 176.82 ◊ .81 77,872
Natural Gas NYM $/mm btu 10.200 6.303 Apr 07 7.285 7.379 7.166 7.243 ◊ .045 90,809
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3 6 2 3 5 10 30

Months Years

Maturity

Yesterday 1-mo. ago 1-yr. ago
Yield Curve

May 07 — — 4.98 4.96  * 5.09
Aug 07 — — 4.86 4.85 ◊ 0.04 5.06

Apr 11 2Å 1016.79 101-08 101-09 +0-07 2.05
Jan 17 2Å 1000.77 102-01 102-02 +0-11 2.14
Jan 27 2Å 1000.77 102-19 102-20 +0-11 2.21
Apr 32 3Å 1137.01 124-07 124-09 ... 2.12

Feb 09 4} — 100.12 100.13 + 0.04 4.54
Feb 12 4œ — 100.25 100.26 + 0.07 4.44
Feb 17 4œ — 100.28 100.29 + 0.10 4.51
Feb 37 4} — 101.19 101.20 + 0.14 4.65
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HIGH YIELD: +17.16%

INVESTMENT GRADE: +6.22%

%+15

–5

’02 ’07

Construction Spending
Change from
previous year

Jan. ’07 %–1.2
Dec. ’06 –0.4

%+6

–4

’02 ’07

Personal Savings Rate
Percent of
disposable income

Jan. ’07 %–1.2
Dec. ’06 –1.4

–30

–70

’02 ’06

Balance of Trade
In billions of dollars
Seasonally adjusted

Dec. ’06 –61.2
Nov. ’06 –58.1

8

3

’02 ’07

Housing Supply
In months

Jan. ’07 6.6
Dec. ’06 6.6

65

45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

Feb. ’07 52.3
Jan. ’07 49.3

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 5.25 4.50% %

Prime rate 8.25 7.50

15-yr fixed 5.44 5.46

15-yr fixed jumbo 5.69 5.75

30-yr fixed 5.70 5.81

30-yr fixed jumbo 5.99 6.09

5/1 adj. rate 5.42 5.54

5/1 adj. rate jumbo 5.60 5.66

1-year adj. rate 5.34 4.63

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.26 6.47% %

$75K line (excellent credit*) 6.75 5.77

$75K loan (good credit*) 7.65 7.36

$75K loan (excellent credit*) 7.42 7.21

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.46 7.32% %

60-mo. new car 6.99 6.51

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.60 3.15% %

$10K min. money-market 4.07 3.40

6-month CD 4.60 4.08

1-year CD 4.85 4.34

2-year CD 4.78 4.41

5-year IRA CD 4.42 4.53

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1295 .1295 7.7200 7.7200
Honduras (Lempira) .0529 .0529 18.90 18.89
Nicaragua (Cordoba) .0551 .0551 18.15 18.14

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

Glass, an analyst with CIBC. “It has
grown faster than McDonald’s ever
did.” 

This second Howard Schultz shows
no signs of slowing down anytime

soon. “I want to say this as
loud as I possibly can,” he
told Maria Bartiromo on
CNBC last November, af-
ter Starbucks released its
quarterly earnings.
“Three to five years, 20

percent revenue growth, 20 to 25 per-
cent earnings per-share growth. And
we’re headed to 40,000 stores.” Those
are astounding goals for a company
the size of Starbucks: no company in
history has ever built 40,000 retail
outlets. (McDonald’s, by contrast,
has 30,000 stores worldwide.) And 25
percent earnings growth is some-
thing only the most aggressive of
growth companies shoot for.

The quandary Mr. Schultz faces,
assuming there is only one of him, is
that he wants two things that are in-
compatible. If he wants to recapture
the soul of the old Starbucks, then he
has to slow down the company’s
growth. But if he slows the growth,
the stock will collapse. He has to
choose. Truth is, though, Mr. Schultz
has already chosen.

ONCE, maybe 10 years ago,
Mr. Bennis asked Mr.
Schultz why it was so im-
portant to him that Star-

bucks grow so rapidly. “He said
something to the effect that if he
didn’t do it, Starbucks could be canni-
balized by another chain that would
wipe it out,” Mr. Bennis told me.

As I discovered when I asked
around, Mr. Schultz is an enormously
competitive businessman; I wound
up thinking that the idea of relentless
growth is just as powerful a driving
force for him as coffee itself. In the
memo, he complained that Star-
bucks’ competitors have become em-
boldened to go after Starbucks cus-
tomers. “This must be eradicated,”
were the startling words he used.

But to give him his due, Mr.
Schultz has always struggled with
the problem of trying to stay true to
the company’s roots while growing
aggressively. “Last October or No-
vember, he made comments very
similar to the thoughts in the memo
at a dinner with investors,” Mr.
Glass said. And according to Anne
Saunders, Starbucks’ senior vice
president for global brand strategy,
what he wrote in the memo was noth-
ing Starbucks executives hadn’t
heard from him many times in the
past. “Howard is often challenging
us,” she said. 

“We have grown as a company be-
cause we have chosen to do business
in a different kind of way,” she con-
tinued. “If growth comes from doing
things that are out of whack, then it
is not the right kind of growth.” Ms.
Saunders went on to say that she, and
the rest of the company’s managers,
believed that the company had
grown in ways that remained com-
patible with its culture.

Maybe. But from where I’m sit-
ting, it just looks as though whenever
push has come to shove, the growth
imperative has usually won out.

Take, for instance, food. “I remem-
ber when Starbucks went public,”
said Ron Paul of Technomic, a food
retail consulting firm. “I went to one
of the roadshow presentations. How-
ard said that they would never serve
food. He thought it would dilute the
experience.” (A Starbucks spokes-
woman said Mr. Schultz was pointing
out that Starbucks was a coffee com-
pany, not a restaurant chain.)

But one of the most important met-
rics for Wall Street is same-store
sales increases. If growth is being
generated purely from the opening of
new stores — and not from increased
sales in stores that are already open
— that’s viewed as a bad sign. It
means that once the company runs
out of places to put stores, it will stop
growing. For Starbucks, there was
always going to be a limit to how
much coffee it could sell in any one
location, so to goose same-store
sales, it began selling food. (Not very
good food either, but that’s a whole
other story.) Most recently, it has be-
gun selling hot breakfast sandwiches
in a number of markets, yet another
move it would never have made, say,
five years ago. The same principle
applies to music, to books and all the
other things Starbucks now sells in
its stores.

The food and brand consultants I
spoke to were unanimous in their
feeling that Starbucks had hurt itself

by expanding so far beyond its coffee
and coffeehouse roots — and that it
needed to return to those roots. “He
is right that Starbucks is losing its
soul,” said Harvey Hartman, who
heads the Hartman Group in Belle-
vue, Wash. “They were built on the
coffee experience, and by moving so
far beyond that, they are jeopardiz-
ing everything else.” 

Robert Passikoff, president of the
brand consultant Brand Keys, said
that Starbucks had taken its eye off
the brand. “In trying to migrate from
a coffee brand to a lifestyle brand,
there has been a certain brand dilu-
tion.” He agreed that the “whole Eu-
ropean coffeehouse experience” was
no longer how people thought about
Starbucks, to the company’s detri-
ment. Mr. Passikoff’s firm just com-
pleted a survey of 20,000 people by
phone and in person that showed that
Dunkin’ Donuts now had higher cus-
tomer loyalty than Starbucks. He

also pointed out that Consumer Re-
ports recently asserted that McDon-
ald’s coffee was superior to Star-
bucks’s. Both Mr. Passikoff and Mr.
Hartman felt that the memo made a
great deal of sense.

The Wall Street folks I spoke to,
though, saw the memo differently —
as a kind of longing for a memory
that will never return. “When you
grow as big and as fast as they have,
you have to make compromises,”
said Howard Penney, who covers the
company for Prudential. “The com-
plexity of the menu has changed dra-
matically since it first opened,” he
said. That complexity required auto-
mation and other techniques to keep
waits for coffee from being too long.
(As anyone who buys Starbucks cof-
fee in New York knows, the company
doesn’t always succeed.) 

Mr. Glass of CIBC said: “If it re-
mained a coffee destination and
nothing else, same-store sales would
not increase. It’s a public company.
Their job is to make money for the
shareholders by selling more stuff.”
Both Mr. Glass and Mr. Penney
pointed out that Starbucks plans to
open 2,400 stores this year. That’s
more than six new stores every day.
Tell me how you’re going to do that if
the baristas start grinding coffee by
hand again?

Of course, that’s never going to
happen, as Ms. Saunders of Star-
bucks quickly acknowledged when
we spoke. “Our business has never
been better,” she said. “We are really
doing well.” But the company didn’t
want to ever rest on its laurels — and
it didn’t want to sacrifice what made
it special just for the sake of growth,
she said. “The question is always,
How do you keep things in balance?”

For lovers of Starbucks, I suppose
it’s comforting to know that Mr.
Schultz and his team sit around wor-
rying about whether they are water-
ing down the customer experience.
But it would be even more comfort-
ing if they actually did something
about it. Because someday, the
growth will slow and the stock will
slide — that’s inevitable. And how
will customers feel if, when that hap-
pens, their customer experience has
been turned into a drive-through win-
dow, just like McDonald’s.

Oops, I forgot. Starbucks has al-
ready started putting in drive-
through windows. 

JOE
NOCERA 
TALKING

BUSINESS 

A Double Shot of Nostalgia for Starbucks 
Continued From First Business Page

Peter Parks/Agence France-Presse — Getty Images

Starbucks’s 13,000 stores include one in the Forbidden City in Beijing.
Howard Schultz, the company chairman, says he wants 40,000. 

A chairman longs for
an aroma, and growth
in same-store sales.

By ANDREW POLLACK

A New Jersey state jury ruled that
Merck had failed to provide ade-
quate warning about the risks of its
Vioxx painkiller in one of two cases
decided yesterday.

In the second case, the jury ruled
that the death of the plaintiff had oc-
curred after the company had begun
providing adequate warning.

The split verdict came in a trial in
Atlantic City in which the cases of
two men who suffered heart attacks
a year apart were tried together.

In both cases, the eight-member
jury ruled unanimously that Merck
had committed consumer fraud by
misleading doctors and patients and
by intentionally suppressing, con-
cealing or omitting information
about the risks of Vioxx, which was
withdrawn from the market in Sep-
tember 2004. 

The verdict concluded the first
phase of the trial, which dealt only
with Merck’s behavior. 

In the second phase, which starts
next week, the jury will decide
whether Vioxx caused the Septem-
ber 2001 heart attack of one plaintiff,
Frederick Humeston, a 61-year-old
Idaho postal worker, and what dam-
ages, if any should be awarded.

In the other case, the jury ruled
that Merck had given adequate
warning by the time the plaintiff,
Brian Hermans of Green Bay, Wis.,
died of a heart attack in September
2002 at the age of 44.

As a result of that decision, the rel-
atives of Mr. Hermans could be enti-
tled to payments only from the con-
sumer fraud verdict, which could be
three times his cost of the Vioxx and
lawyers’ fees and expenses, but not

compensatory and punitive damages
resulting from his death. 

The difference in the two verdicts
apparently reflects the revision
made to the Vioxx label in April 2002
to add information about the heart
risks, according to lawyers.

For Mr. Humeston, who survived
his heart attack, yesterday’s verdict
represented a comeback, since he
had lost in his first trial against
Merck in November 2005. 

Judge Carol E. Higbee of Superior
Court in Atlantic City, who is in
charge of all the Vioxx trials in New
Jersey, later threw out the verdict
after new evidence came to light. In
particular, The New England Jour-

nal of Medicine accused Merck of
having misrepresented the data on
the risks of the drug in a scientific
paper in 2000. 

“We were given another chance at
life, and we’ve made the best of it so
far,” Christopher Seeger, who repre-
sented Mr. Humeston in both trials,
said after the verdict yesterday.

Before this case, Merck had won
nine cases that reached jury ver-
dicts, including the original verdict
in Mr. Humeston’s case, and had lost
four. The company has vowed to
fight each lawsuit individually rath-
er than settle suits collectively. 

The two-phase format represents
an experiment to speed trials by

Judge Higbee, who is responsible for
about 16,800 of more than 27,000 law-
suits filed against Merck over Vioxx. 

The idea is that juries would not
have to rule on Merck’s behavior for
each plaintiff but could do it one time
and then consider only individual cir-
cumstances of numerous plaintiffs. 

W. Mark Lanier, a Houston lawyer
who represented the relatives of Mr.
Hermans, asked Judge Higbee to al-
low Mr. Hermans’s case to proceed
to phase 2 anyway, arguing that Mr.
Hermans had started taking Vioxx
before label was changed. 

The judge is expected to rule on
that request on Monday. 

Mr. Lanier’s request drew a sharp
retort from Hope S. Freiwald, an out-
side lawyer for Merck with the law
firm of Dechert in Princeton, N.J.
“Lanier lost and he wants a do-over,”
Ms. Freiwald said in an interview.
“He’s telling the judge the procedure
he’s been lobbying for for months
and months and months as a great
new way to try these cases isn’t fair
anymore.” 

Merck has argued against the two-
phase format, saying that juries
should know what a particular pa-
tient and his or her doctor knew be-
fore reaching any verdicts. 

Regarding Merck’s loss in Mr.
Humeston’s case, Ms. Freiwald said
the more important question of
whether Vioxx caused his heart at-
tack has yet to be decided. 

In a related matter, the Food and
Drug Administration said it would
hold an advisory committee meeting
on April 12 to consider Merck’s re-
quest for approval to market Arcox-
ia, a pain reliever that works in the
same manner as Vioxx. 

Mixed Verdicts for Merck in Vioxx Cases 

One outright loss and
one qualified victory
for the drug maker. 
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INVESTMENT GRADE

NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 4147 2661 1223 263
Advances 1927 1415 441 71
Declines 1813 980 652 181
Unchanged 155 61 87 7
52 Week High 283 237 37 9
52 Week Low 61 38 16 7
Dollar Volume*     16,049 8,346 4,911 2,792

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

–20

–10

0

+10

+20%

20072006

CRB Commodities Index
52-WEEK CHANGE –6.4%

0.70

0.75

0.80

0.85

0.90 euros

20072006

One Dollar in Euros
$1 = 0.7581 euros

40

50

60

70

$80

20072006

Crude Oil
$61.64 a barrel

105

110

115

120

125 yen

20072006

One Dollar in Yen
$1 = 116.75 yen

MARKET GAUGES

 Foreign Currency Dollars in
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GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Goldman Sachs Gp (GS.WL) 5.625 Jan 2017 A1 –– 103.893 99.505 100.102 0.478 5.610
Morgan Stanley (MWD.XJ) 5.450 Jan 2017 Aa3 –– 101.789 98.995 101.789 2.187 5.214
Home Depot (HD.GK) 5.875 Dec 2036 Aa3 A+ 103.380 99.281 99.558 –0.181 5.906
Bear Stearns Co (BSC.GFR) 5.550 Jan 2017 A2 A 101.757 99.302 99.539 –0.138 5.610
Residential Capital  (RDCC.GF) 6.375 Jun 2010 Baa3 BBB 101.865 100.020 100.770 –0.042 6.111
Merrill Lynch & Co (MER.GNU) 6.110 Jan 2037 –– A+ 101.750 98.989 101.750 2.152 5.983
General Electric Capital (GE.AAD) 6.000 Jun 2012 Aaa AAA 105.000 103.590 104.608 0.120 4.993
Morgan Stanley Dean Witter (MWD.OO) 6.600 Apr 2012 Aa3 A+ 106.376 105.715 105.715 –0.339 5.298
Capital One Financial  (COF.HL) 6.150 Sep 2016 Baa1 BBB 103.482 102.013 102.013 –1.219 5.870
Goldman Sachs Gp (GS.WO) 5.300 Feb 2012 –– AA– 100.872 100.634 100.634 –0.016 5.152

HIGH YIELD

US Airways Pass Through Trusts (U.GD) 8.360 Jul 2020 Ba1 BBB+ 111.125 110.875 111.125 2.875 N.A.
Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 59.750 56.250 58.000 –1.000 14.737
Calpine Canada Energy Fin. Ulc (CPN.GO) 8.500 May 2008 –– D 107.000 105.250 107.000 5.000 N.A.
Case New Holland (CNH.GI) 9.250 Aug 2011 Ba3 BB 105.750 105.625 105.750 0.050 6.035
Building Materials Of America (BDGM.GL) 7.750 Aug 2014 B2 BB– 100.250 99.625 100.000 0.063 7.747
Dean Foods Co (DF.GE) 7.000 Jun 2016 Ba2 BB– 99.900 99.000 99.250 –3.875 7.109
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 78.975 75.250 76.750 –1.280 10.014
General Motors Accpt. (GMA.IMW) 6.750 Dec 2014 Ba1 BB+ 100.063 97.360 100.000 –0.125 6.748
XM Satellite Radio (XMRD.GL) 9.750 May 2014 Caa1 CCC 100.875 99.875 100.000 0.000 9.744
General Motors (GM.HB) 8.375 Jul 2033 Caa1 B– 93.500 87.750 91.250 0.000 9.266

CONVERTIBLES

Ford Motor Co (F.GSF) 4.250 Dec 2036 Caa1 CCC+ 110.250 108.337 108.721 –1.765 3.204
Amgen (AMGN.GN) 0.375 Feb 2013 –– –– 96.250 94.000 95.000 0.311 1.257
Amgen (AMGN.GM) 0.125 Feb 2011 A2 –– 96.125 94.100 95.875 0.079 1.211
Medtronic (MDT.GJ) 1.500 Apr 2011 A1 AA– 104.000 102.380 102.500 –1.268 0.879
EMC  (EMC.GF) 1.750 Dec 2013 –– BBB+ 111.000 105.000 107.204 –3.796 0.655
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 96.375 94.875 95.750 –0.650 2.003
Medtronic (MDT.GK) 1.625 Apr 2013 A1 AA– 104.500 102.250 103.146 –0.843 1.091
Best Buy (BBY.GE) 2.250 Jan 2022 Baa3 BBB– 109.896 106.760 108.375 –1.438 C
Millennium Pharmaceuticals (MLNM.GG) 2.250 Nov 2011 –– –– 97.352 96.418 96.634 1.384 3.025
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 107.133 103.250 106.250 –0.050 –0.689
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HIGH YIELD: +8.03%

INVESTMENT GRADE: +5.57%

ASIA/PACIFIC
Australia (Dollar) .7822 .7854 1.2784 1.2732
China (Yuan) .1290 .1291 7.7490 7.7432
Hong Kong (Dollar) .1280 .1280 7.8148 7.8130
India (Rupee) .0227 .0227 44.105 44.080
Indonesia (Rupiah) .000109 .000109 9174.31 9174.31
Japan (Yen) .008565 .008505 116.75 117.58
Malaysia (Ringgit) .2852 .2851 3.5065 3.5070
New Zealand (Dollar) .6888 .6935 1.4518 1.4421
Pakistan (Rupee) .0165 .0165 60.77 60.75
Philippines (Peso) .0206 .0206 48.56 48.57

EUROPE
Britain (Pound) 1.9433 1.9605 .5146 .5101
Czech Rep (Koruna) .0468 .0469 21.37 21.33
Denmark (Krone) .1771 .1771 5.6465 5.6459
Europe (Euro) 1.3191 1.3198 .7581 .7577
Hungary (Forint) .0052 .0052 192.46 193.09
Norway (Krone) .1622 .1628 6.1637 6.1438
Poland (Zloty) .3383 .3389 2.96 2.95
Russia (Ruble) .0382 .0382 26.1609 26.1554
Slovak Rep (Koruna) .0384 .0384 26.03 26.02
Sweden (Krona) .1420 .1418 7.0438 7.0515
Switzerland (Franc) .8219 .8195 1.2167 1.2203
Turkey (Lira) .6975 .7039 1.4337 1.4207

Canada (Dollar) .8498 .8536 1.1767 1.1715
Dominican Rep (Peso) .0300 .0301 33.30 33.25
Mexico (Peso) .089228 .089684 11.2072 11.1503

Bahrain (Dinar) 2.6524 2.6525 .3770 .3770
Egypt (Pound) .1754 .1756 5.7000 5.6943
Iran (Rial) .000109 .000109 9174.31 9174.31
Israel (Shekel) .2372 .2376 4.2152 4.2095
Jordan (Dinar) 1.4114 1.4114 .7085 .7085
Kenya (Shilling) .0145 .0145 69.15 69.10
Kuwait (Dinar) 3.4582 3.4579 .2892 .2892
Lebanon (Pound) .000661 .000661 1512.00 1512.00
Saudi Arabia (Riyal) .2667 .2667 3.7496 3.7498
So. Africa (Rand) .1350 .1375 7.4083 7.2718

MIDDLE EAST/AFRICA

Singapore (Dollar) .6556 .6547 1.5253 1.5275
So. Korea (Won) .001061 .001062 942.51 941.62
Taiwan (Dollar) .0304 .0304 32.93 32.90
Thailand (Baht) .02978 .02960 33.58 33.78
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3226 .3228 3.1000 3.0980
Bolivia (Boliviano) .1251 .1251 7.9950 7.9950
Brazil (Real) .4691 .4726 2.1317 2.1160
Chile (Peso) .001855 .001850 539.08 540.54
Colombia (Peso) .000447 .000446 2237.50 2244.50
Paraguay (Guarani) .000194 .000194 5154.64 5154.64
Peru (New Sol) .3136 .3136 3.189 3.188
Uruguay (New Peso) .0410 .0412 24.3748 24.2501

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 62.80 51.50 May 07 53.70 53.95 53.60 53.89 + .19 116,476
Lumber CME $/1,000 bd. ft. 341.0 255.1 May 07 255.0 257.0 254.6 255.6 + .5 5,173

Cocoa NYBOT $/ton 1812 1456 May 07 1784 1807 1770 1804 + 1 80,705
Coffee NYBOT ¢/lb 138.75 104.20 May 07 115.60 116.20 115.00 115.15 ◊ 1.45 86,319
Sugar-World NYBOT ¢/lb 18.40 10.14 May 07 11.13 11.48 11.13 11.22 + .25 300,287
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07 20.90 21.00 20.90 21.00 + .01 3,010
Orange Juice NYBOT ¢/lb 205.80 145.50 May 07 204.80 205.40 204.00 205.05 + .05 21,682

Live Cattle CME ¢/lb 98.22 81.50 Apr 07 96.20 98.22 96.10 97.65 + 1.50 149,009
Feeder Cattle CME ¢/lb 110.50 92.15 May 07 105.95 107.60 105.60 107.22 + 1.25 11,495
Hogs-Lean CME ¢/lb 70.15 56.10 Apr 07 66.02 67.00 65.65 66.35 + .23 86,411
Pork Bellies CME ¢/lb 108.87 84.00 May 07 105.25 106.65 104.70 106.20 + 1.58 891

Corn CBT ¢/bushel 450ü 249} May 07 422ø 430 418ø 421 ◊ 7 534,014
Soybeans CBT ¢/bushel 807} 568ø May 07 755ø 764ü 750 753ø ◊ 8ø 248,641
Soybean Meal CBT $/ton 240.60 164.70 May 07 222.10 226.40 220.20 220.90 ◊ 4.70 101,725
Soybean Oil CBT ¢/lb 31.67 23.15 May 07 30.09 30.25 29.82 30.08 + .07 156,649
Wheat CBT ¢/bushel 535 394 May 07 477ø 484} 472 473} ◊ 5ü 208,966
Winter Wheat KC ¢/bushel 550 456 May 07 500 508 499ø 504 ◊ 1ü 49,658
Oats CBT ¢/bushel 287ü 190 May 07 246ø 250ø 242 246 ◊ 3ø 7,249
Rough Rice CBT $/CWT 10.950 9.530 May 07 10.675 10.690 10.540 10.610 ◊ .030 9,403

METALS AND ENERGY
Gold CMX $/troy oz. 765.00 559.40 Apr 07 645.40 668.20 641.30 644.10 ◊ 21.00 233,289
Silver CMX ¢/troy oz. 1486.0 996.0 May 07 1299.5 1385.0 1280.0 1296.0 ◊ 69.0 74,277
Platinum NYM $/troy oz. 1274.50 1080.00 Apr 07 1210.00 1241.20 1201.00 1211.80 ◊ 33.40 10,221
Palladium NYM $/oz. 402.75 293.00 Jun 07 349.85 353.50 345.00 350.60 ◊ 3.45 14,994
Hi Grade Copper CMX ¢/lb 364.00 118.65 May 07 271.20 278.00 268.50 270.70 ◊ 4.75 43,512

Light Sweet Crude NYM $/bbl. 81.19 51.68 Apr 07 61.70 62.40 61.16 61.64 ◊ .36 304,837
Gas Blend NYM  2.3590 1.5235 Apr 07 1.9096 1.9400 1.8852 1.9018 ◊ .0083 54,177
Heating Oil NYM ¢/gal 229.45 149.35 Apr 07 177.10 178.80 175.96 176.82 ◊ .81 77,872
Natural Gas NYM $/mm btu 10.200 6.303 Apr 07 7.285 7.379 7.166 7.243 ◊ .045 90,809
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Maturity

Yesterday 1-mo. ago 1-yr. ago
Yield Curve

May 07 — — 4.98 4.96  * 5.09
Aug 07 — — 4.86 4.85 ◊ 0.04 5.06

Apr 11 2Å 1016.79 101-08 101-09 +0-07 2.05
Jan 17 2Å 1000.77 102-01 102-02 +0-11 2.14
Jan 27 2Å 1000.77 102-19 102-20 +0-11 2.21
Apr 32 3Å 1137.01 124-07 124-09 ... 2.12

Feb 09 4} — 100.12 100.13 + 0.04 4.54
Feb 12 4œ — 100.25 100.26 + 0.07 4.44
Feb 17 4œ — 100.28 100.29 + 0.10 4.51
Feb 37 4} — 101.19 101.20 + 0.14 4.65
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Construction Spending
Change from
previous year

Jan. ’07 %–1.2
Dec. ’06 –0.4
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Personal Savings Rate
Percent of
disposable income

Jan. ’07 %–1.2
Dec. ’06 –1.4

–30

–70

’02 ’06

Balance of Trade
In billions of dollars
Seasonally adjusted

Dec. ’06 –61.2
Nov. ’06 –58.1

8

3
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Housing Supply
In months

Jan. ’07 6.6
Dec. ’06 6.6
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45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

Feb. ’07 52.3
Jan. ’07 49.3

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com
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Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets
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Federal funds 5.25 4.50% %

Prime rate 8.25 7.50

15-yr fixed 5.44 5.46

15-yr fixed jumbo 5.69 5.75

30-yr fixed 5.70 5.81

30-yr fixed jumbo 5.99 6.09

5/1 adj. rate 5.42 5.54

5/1 adj. rate jumbo 5.60 5.66

1-year adj. rate 5.34 4.63

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.26 6.47% %

$75K line (excellent credit*) 6.75 5.77

$75K loan (good credit*) 7.65 7.36

$75K loan (excellent credit*) 7.42 7.21

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.46 7.32% %

60-mo. new car 6.99 6.51

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.60 3.15% %

$10K min. money-market 4.07 3.40

6-month CD 4.60 4.08

1-year CD 4.85 4.34

2-year CD 4.78 4.41

5-year IRA CD 4.42 4.53

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1295 .1295 7.7200 7.7200
Honduras (Lempira) .0529 .0529 18.90 18.89
Nicaragua (Cordoba) .0551 .0551 18.15 18.14

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

Glass, an analyst with CIBC. “It has
grown faster than McDonald’s ever
did.” 

This second Howard Schultz shows
no signs of slowing down anytime

soon. “I want to say this as
loud as I possibly can,” he
told Maria Bartiromo on
CNBC last November, af-
ter Starbucks released its
quarterly earnings.
“Three to five years, 20

percent revenue growth, 20 to 25 per-
cent earnings per-share growth. And
we’re headed to 40,000 stores.” Those
are astounding goals for a company
the size of Starbucks: no company in
history has ever built 40,000 retail
outlets. (McDonald’s, by contrast,
has 30,000 stores worldwide.) And 25
percent earnings growth is some-
thing only the most aggressive of
growth companies shoot for.

The quandary Mr. Schultz faces,
assuming there is only one of him, is
that he wants two things that are in-
compatible. If he wants to recapture
the soul of the old Starbucks, then he
has to slow down the company’s
growth. But if he slows the growth,
the stock will collapse. He has to
choose. Truth is, though, Mr. Schultz
has already chosen.

ONCE, maybe 10 years ago,
Mr. Bennis asked Mr.
Schultz why it was so im-
portant to him that Star-

bucks grow so rapidly. “He said
something to the effect that if he
didn’t do it, Starbucks could be canni-
balized by another chain that would
wipe it out,” Mr. Bennis told me.

As I discovered when I asked
around, Mr. Schultz is an enormously
competitive businessman; I wound
up thinking that the idea of relentless
growth is just as powerful a driving
force for him as coffee itself. In the
memo, he complained that Star-
bucks’ competitors have become em-
boldened to go after Starbucks cus-
tomers. “This must be eradicated,”
were the startling words he used.

But to give him his due, Mr.
Schultz has always struggled with
the problem of trying to stay true to
the company’s roots while growing
aggressively. “Last October or No-
vember, he made comments very
similar to the thoughts in the memo
at a dinner with investors,” Mr.
Glass said. And according to Anne
Saunders, Starbucks’ senior vice
president for global brand strategy,
what he wrote in the memo was noth-
ing Starbucks executives hadn’t
heard from him many times in the
past. “Howard is often challenging
us,” she said. 

“We have grown as a company be-
cause we have chosen to do business
in a different kind of way,” she con-
tinued. “If growth comes from doing
things that are out of whack, then it
is not the right kind of growth.” Ms.
Saunders went on to say that she, and
the rest of the company’s managers,
believed that the company had
grown in ways that remained com-
patible with its culture.

Maybe. But from where I’m sit-
ting, it just looks as though whenever
push has come to shove, the growth
imperative has usually won out.

Take, for instance, food. “I remem-
ber when Starbucks went public,”
said Ron Paul of Technomic, a food
retail consulting firm. “I went to one
of the roadshow presentations. How-
ard said that they would never serve
food. He thought it would dilute the
experience.” (A Starbucks spokes-
woman said Mr. Schultz was pointing
out that Starbucks was a coffee com-
pany, not a restaurant chain.)

But one of the most important met-
rics for Wall Street is same-store
sales increases. If growth is being
generated purely from the opening of
new stores — and not from increased
sales in stores that are already open
— that’s viewed as a bad sign. It
means that once the company runs
out of places to put stores, it will stop
growing. For Starbucks, there was
always going to be a limit to how
much coffee it could sell in any one
location, so to goose same-store
sales, it began selling food. (Not very
good food either, but that’s a whole
other story.) Most recently, it has be-
gun selling hot breakfast sandwiches
in a number of markets, yet another
move it would never have made, say,
five years ago. The same principle
applies to music, to books and all the
other things Starbucks now sells in
its stores.

The food and brand consultants I
spoke to were unanimous in their
feeling that Starbucks had hurt itself

by expanding so far beyond its coffee
and coffeehouse roots — and that it
needed to return to those roots. “He
is right that Starbucks is losing its
soul,” said Harvey Hartman, who
heads the Hartman Group in Belle-
vue, Wash. “They were built on the
coffee experience, and by moving so
far beyond that, they are jeopardiz-
ing everything else.” 

Robert Passikoff, president of the
brand consultant Brand Keys, said
that Starbucks had taken its eye off
the brand. “In trying to migrate from
a coffee brand to a lifestyle brand,
there has been a certain brand dilu-
tion.” He agreed that the “whole Eu-
ropean coffeehouse experience” was
no longer how people thought about
Starbucks, to the company’s detri-
ment. Mr. Passikoff’s firm just com-
pleted a survey of 20,000 people by
phone and in person that showed that
Dunkin’ Donuts now had higher cus-
tomer loyalty than Starbucks. He

also pointed out that Consumer Re-
ports recently asserted that McDon-
ald’s coffee was superior to Star-
bucks’s. Both Mr. Passikoff and Mr.
Hartman felt that the memo made a
great deal of sense.

The Wall Street folks I spoke to,
though, saw the memo differently —
as a kind of longing for a memory
that will never return. “When you
grow as big and as fast as they have,
you have to make compromises,”
said Howard Penney, who covers the
company for Prudential. “The com-
plexity of the menu has changed dra-
matically since it first opened,” he
said. That complexity required auto-
mation and other techniques to keep
waits for coffee from being too long.
(As anyone who buys Starbucks cof-
fee in New York knows, the company
doesn’t always succeed.) 

Mr. Glass of CIBC said: “If it re-
mained a coffee destination and
nothing else, same-store sales would
not increase. It’s a public company.
Their job is to make money for the
shareholders by selling more stuff.”
Both Mr. Glass and Mr. Penney
pointed out that Starbucks plans to
open 2,400 stores this year. That’s
more than six new stores every day.
Tell me how you’re going to do that if
the baristas start grinding coffee by
hand again?

Of course, that’s never going to
happen, as Ms. Saunders of Star-
bucks quickly acknowledged when
we spoke. “Our business has never
been better,” she said. “We are really
doing well.” But the company didn’t
want to ever rest on its laurels — and
it didn’t want to sacrifice what made
it special just for the sake of growth,
she said. “The question is always,
How do you keep things in balance?”

For lovers of Starbucks, I suppose
it’s comforting to know that Mr.
Schultz and his team sit around wor-
rying about whether they are water-
ing down the customer experience.
But it would be even more comfort-
ing if they actually did something
about it. Because someday, the
growth will slow and the stock will
slide — that’s inevitable. And how
will customers feel if, when that hap-
pens, their customer experience has
been turned into a drive-through win-
dow, just like McDonald’s.

Oops, I forgot. Starbucks has al-
ready started putting in drive-
through windows. 

JOE
NOCERA 
TALKING

BUSINESS 

A Double Shot of Nostalgia for Starbucks 
Continued From First Business Page

Peter Parks/Agence France-Presse — Getty Images

Starbucks’s 13,000 stores include one in the Forbidden City in Beijing.
Howard Schultz, the company chairman, says he wants 40,000. 

A chairman longs for
an aroma, and growth
in same-store sales.

By ANDREW POLLACK

A New Jersey state jury ruled that
Merck had failed to provide ade-
quate warning about the risks of its
Vioxx painkiller in one of two cases
decided yesterday.

In the second case, the jury ruled
that the death of the plaintiff had oc-
curred after the company had begun
providing adequate warning.

The split verdict came in a trial in
Atlantic City in which the cases of
two men who suffered heart attacks
a year apart were tried together.

In both cases, the eight-member
jury ruled unanimously that Merck
had committed consumer fraud by
misleading doctors and patients and
by intentionally suppressing, con-
cealing or omitting information
about the risks of Vioxx, which was
withdrawn from the market in Sep-
tember 2004. 

The verdict concluded the first
phase of the trial, which dealt only
with Merck’s behavior. 

In the second phase, which starts
next week, the jury will decide
whether Vioxx caused the Septem-
ber 2001 heart attack of one plaintiff,
Frederick Humeston, a 61-year-old
Idaho postal worker, and what dam-
ages, if any should be awarded.

In the other case, the jury ruled
that Merck had given adequate
warning by the time the plaintiff,
Brian Hermans of Green Bay, Wis.,
died of a heart attack in September
2002 at the age of 44.

As a result of that decision, the rel-
atives of Mr. Hermans could be enti-
tled to payments only from the con-
sumer fraud verdict, which could be
three times his cost of the Vioxx and
lawyers’ fees and expenses, but not

compensatory and punitive damages
resulting from his death. 

The difference in the two verdicts
apparently reflects the revision
made to the Vioxx label in April 2002
to add information about the heart
risks, according to lawyers.

For Mr. Humeston, who survived
his heart attack, yesterday’s verdict
represented a comeback, since he
had lost in his first trial against
Merck in November 2005. 

Judge Carol E. Higbee of Superior
Court in Atlantic City, who is in
charge of all the Vioxx trials in New
Jersey, later threw out the verdict
after new evidence came to light. In
particular, The New England Jour-

nal of Medicine accused Merck of
having misrepresented the data on
the risks of the drug in a scientific
paper in 2000. 

“We were given another chance at
life, and we’ve made the best of it so
far,” Christopher Seeger, who repre-
sented Mr. Humeston in both trials,
said after the verdict yesterday.

Before this case, Merck had won
nine cases that reached jury ver-
dicts, including the original verdict
in Mr. Humeston’s case, and had lost
four. The company has vowed to
fight each lawsuit individually rath-
er than settle suits collectively. 

The two-phase format represents
an experiment to speed trials by

Judge Higbee, who is responsible for
about 16,800 of more than 27,000 law-
suits filed against Merck over Vioxx. 

The idea is that juries would not
have to rule on Merck’s behavior for
each plaintiff but could do it one time
and then consider only individual cir-
cumstances of numerous plaintiffs. 

W. Mark Lanier, a Houston lawyer
who represented the relatives of Mr.
Hermans, asked Judge Higbee to al-
low Mr. Hermans’s case to proceed
to phase 2 anyway, arguing that Mr.
Hermans had started taking Vioxx
before label was changed. 

The judge is expected to rule on
that request on Monday. 

Mr. Lanier’s request drew a sharp
retort from Hope S. Freiwald, an out-
side lawyer for Merck with the law
firm of Dechert in Princeton, N.J.
“Lanier lost and he wants a do-over,”
Ms. Freiwald said in an interview.
“He’s telling the judge the procedure
he’s been lobbying for for months
and months and months as a great
new way to try these cases isn’t fair
anymore.” 

Merck has argued against the two-
phase format, saying that juries
should know what a particular pa-
tient and his or her doctor knew be-
fore reaching any verdicts. 

Regarding Merck’s loss in Mr.
Humeston’s case, Ms. Freiwald said
the more important question of
whether Vioxx caused his heart at-
tack has yet to be decided. 

In a related matter, the Food and
Drug Administration said it would
hold an advisory committee meeting
on April 12 to consider Merck’s re-
quest for approval to market Arcox-
ia, a pain reliever that works in the
same manner as Vioxx. 

Mixed Verdicts for Merck in Vioxx Cases 

One outright loss and
one qualified victory
for the drug maker. 
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NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 4147 2661 1223 263
Advances 1927 1415 441 71
Declines 1813 980 652 181
Unchanged 155 61 87 7
52 Week High 283 237 37 9
52 Week Low 61 38 16 7
Dollar Volume*     16,049 8,346 4,911 2,792

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
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Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Goldman Sachs Gp (GS.WL) 5.625 Jan 2017 A1 –– 103.893 99.505 100.102 0.478 5.610
Morgan Stanley (MWD.XJ) 5.450 Jan 2017 Aa3 –– 101.789 98.995 101.789 2.187 5.214
Home Depot (HD.GK) 5.875 Dec 2036 Aa3 A+ 103.380 99.281 99.558 –0.181 5.906
Bear Stearns Co (BSC.GFR) 5.550 Jan 2017 A2 A 101.757 99.302 99.539 –0.138 5.610
Residential Capital  (RDCC.GF) 6.375 Jun 2010 Baa3 BBB 101.865 100.020 100.770 –0.042 6.111
Merrill Lynch & Co (MER.GNU) 6.110 Jan 2037 –– A+ 101.750 98.989 101.750 2.152 5.983
General Electric Capital (GE.AAD) 6.000 Jun 2012 Aaa AAA 105.000 103.590 104.608 0.120 4.993
Morgan Stanley Dean Witter (MWD.OO) 6.600 Apr 2012 Aa3 A+ 106.376 105.715 105.715 –0.339 5.298
Capital One Financial  (COF.HL) 6.150 Sep 2016 Baa1 BBB 103.482 102.013 102.013 –1.219 5.870
Goldman Sachs Gp (GS.WO) 5.300 Feb 2012 –– AA– 100.872 100.634 100.634 –0.016 5.152

HIGH YIELD

US Airways Pass Through Trusts (U.GD) 8.360 Jul 2020 Ba1 BBB+ 111.125 110.875 111.125 2.875 N.A.
Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 59.750 56.250 58.000 –1.000 14.737
Calpine Canada Energy Fin. Ulc (CPN.GO) 8.500 May 2008 –– D 107.000 105.250 107.000 5.000 N.A.
Case New Holland (CNH.GI) 9.250 Aug 2011 Ba3 BB 105.750 105.625 105.750 0.050 6.035
Building Materials Of America (BDGM.GL) 7.750 Aug 2014 B2 BB– 100.250 99.625 100.000 0.063 7.747
Dean Foods Co (DF.GE) 7.000 Jun 2016 Ba2 BB– 99.900 99.000 99.250 –3.875 7.109
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 78.975 75.250 76.750 –1.280 10.014
General Motors Accpt. (GMA.IMW) 6.750 Dec 2014 Ba1 BB+ 100.063 97.360 100.000 –0.125 6.748
XM Satellite Radio (XMRD.GL) 9.750 May 2014 Caa1 CCC 100.875 99.875 100.000 0.000 9.744
General Motors (GM.HB) 8.375 Jul 2033 Caa1 B– 93.500 87.750 91.250 0.000 9.266

CONVERTIBLES

Ford Motor Co (F.GSF) 4.250 Dec 2036 Caa1 CCC+ 110.250 108.337 108.721 –1.765 3.204
Amgen (AMGN.GN) 0.375 Feb 2013 –– –– 96.250 94.000 95.000 0.311 1.257
Amgen (AMGN.GM) 0.125 Feb 2011 A2 –– 96.125 94.100 95.875 0.079 1.211
Medtronic (MDT.GJ) 1.500 Apr 2011 A1 AA– 104.000 102.380 102.500 –1.268 0.879
EMC  (EMC.GF) 1.750 Dec 2013 –– BBB+ 111.000 105.000 107.204 –3.796 0.655
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 96.375 94.875 95.750 –0.650 2.003
Medtronic (MDT.GK) 1.625 Apr 2013 A1 AA– 104.500 102.250 103.146 –0.843 1.091
Best Buy (BBY.GE) 2.250 Jan 2022 Baa3 BBB– 109.896 106.760 108.375 –1.438 C
Millennium Pharmaceuticals (MLNM.GG) 2.250 Nov 2011 –– –– 97.352 96.418 96.634 1.384 3.025
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 107.133 103.250 106.250 –0.050 –0.689
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HIGH YIELD: +8.03%

INVESTMENT GRADE: +5.57%

ASIA/PACIFIC
Australia (Dollar) .7822 .7854 1.2784 1.2732
China (Yuan) .1290 .1291 7.7490 7.7432
Hong Kong (Dollar) .1280 .1280 7.8148 7.8130
India (Rupee) .0227 .0227 44.105 44.080
Indonesia (Rupiah) .000109 .000109 9174.31 9174.31
Japan (Yen) .008565 .008505 116.75 117.58
Malaysia (Ringgit) .2852 .2851 3.5065 3.5070
New Zealand (Dollar) .6888 .6935 1.4518 1.4421
Pakistan (Rupee) .0165 .0165 60.77 60.75
Philippines (Peso) .0206 .0206 48.56 48.57

EUROPE
Britain (Pound) 1.9433 1.9605 .5146 .5101
Czech Rep (Koruna) .0468 .0469 21.37 21.33
Denmark (Krone) .1771 .1771 5.6465 5.6459
Europe (Euro) 1.3191 1.3198 .7581 .7577
Hungary (Forint) .0052 .0052 192.46 193.09
Norway (Krone) .1622 .1628 6.1637 6.1438
Poland (Zloty) .3383 .3389 2.96 2.95
Russia (Ruble) .0382 .0382 26.1609 26.1554
Slovak Rep (Koruna) .0384 .0384 26.03 26.02
Sweden (Krona) .1420 .1418 7.0438 7.0515
Switzerland (Franc) .8219 .8195 1.2167 1.2203
Turkey (Lira) .6975 .7039 1.4337 1.4207

Canada (Dollar) .8498 .8536 1.1767 1.1715
Dominican Rep (Peso) .0300 .0301 33.30 33.25
Mexico (Peso) .089228 .089684 11.2072 11.1503

Bahrain (Dinar) 2.6524 2.6525 .3770 .3770
Egypt (Pound) .1754 .1756 5.7000 5.6943
Iran (Rial) .000109 .000109 9174.31 9174.31
Israel (Shekel) .2372 .2376 4.2152 4.2095
Jordan (Dinar) 1.4114 1.4114 .7085 .7085
Kenya (Shilling) .0145 .0145 69.15 69.10
Kuwait (Dinar) 3.4582 3.4579 .2892 .2892
Lebanon (Pound) .000661 .000661 1512.00 1512.00
Saudi Arabia (Riyal) .2667 .2667 3.7496 3.7498
So. Africa (Rand) .1350 .1375 7.4083 7.2718

MIDDLE EAST/AFRICA

Singapore (Dollar) .6556 .6547 1.5253 1.5275
So. Korea (Won) .001061 .001062 942.51 941.62
Taiwan (Dollar) .0304 .0304 32.93 32.90
Thailand (Baht) .02978 .02960 33.58 33.78
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3226 .3228 3.1000 3.0980
Bolivia (Boliviano) .1251 .1251 7.9950 7.9950
Brazil (Real) .4691 .4726 2.1317 2.1160
Chile (Peso) .001855 .001850 539.08 540.54
Colombia (Peso) .000447 .000446 2237.50 2244.50
Paraguay (Guarani) .000194 .000194 5154.64 5154.64
Peru (New Sol) .3136 .3136 3.189 3.188
Uruguay (New Peso) .0410 .0412 24.3748 24.2501

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 62.80 51.50 May 07 53.70 53.95 53.60 53.89 + .19 116,476
Lumber CME $/1,000 bd. ft. 341.0 255.1 May 07 255.0 257.0 254.6 255.6 + .5 5,173

Cocoa NYBOT $/ton 1812 1456 May 07 1784 1807 1770 1804 + 1 80,705
Coffee NYBOT ¢/lb 138.75 104.20 May 07 115.60 116.20 115.00 115.15 ◊ 1.45 86,319
Sugar-World NYBOT ¢/lb 18.40 10.14 May 07 11.13 11.48 11.13 11.22 + .25 300,287
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07 20.90 21.00 20.90 21.00 + .01 3,010
Orange Juice NYBOT ¢/lb 205.80 145.50 May 07 204.80 205.40 204.00 205.05 + .05 21,682

Live Cattle CME ¢/lb 98.22 81.50 Apr 07 96.20 98.22 96.10 97.65 + 1.50 149,009
Feeder Cattle CME ¢/lb 110.50 92.15 May 07 105.95 107.60 105.60 107.22 + 1.25 11,495
Hogs-Lean CME ¢/lb 70.15 56.10 Apr 07 66.02 67.00 65.65 66.35 + .23 86,411
Pork Bellies CME ¢/lb 108.87 84.00 May 07 105.25 106.65 104.70 106.20 + 1.58 891

Corn CBT ¢/bushel 450ü 249} May 07 422ø 430 418ø 421 ◊ 7 534,014
Soybeans CBT ¢/bushel 807} 568ø May 07 755ø 764ü 750 753ø ◊ 8ø 248,641
Soybean Meal CBT $/ton 240.60 164.70 May 07 222.10 226.40 220.20 220.90 ◊ 4.70 101,725
Soybean Oil CBT ¢/lb 31.67 23.15 May 07 30.09 30.25 29.82 30.08 + .07 156,649
Wheat CBT ¢/bushel 535 394 May 07 477ø 484} 472 473} ◊ 5ü 208,966
Winter Wheat KC ¢/bushel 550 456 May 07 500 508 499ø 504 ◊ 1ü 49,658
Oats CBT ¢/bushel 287ü 190 May 07 246ø 250ø 242 246 ◊ 3ø 7,249
Rough Rice CBT $/CWT 10.950 9.530 May 07 10.675 10.690 10.540 10.610 ◊ .030 9,403

METALS AND ENERGY
Gold CMX $/troy oz. 765.00 559.40 Apr 07 645.40 668.20 641.30 644.10 ◊ 21.00 233,289
Silver CMX ¢/troy oz. 1486.0 996.0 May 07 1299.5 1385.0 1280.0 1296.0 ◊ 69.0 74,277
Platinum NYM $/troy oz. 1274.50 1080.00 Apr 07 1210.00 1241.20 1201.00 1211.80 ◊ 33.40 10,221
Palladium NYM $/oz. 402.75 293.00 Jun 07 349.85 353.50 345.00 350.60 ◊ 3.45 14,994
Hi Grade Copper CMX ¢/lb 364.00 118.65 May 07 271.20 278.00 268.50 270.70 ◊ 4.75 43,512

Light Sweet Crude NYM $/bbl. 81.19 51.68 Apr 07 61.70 62.40 61.16 61.64 ◊ .36 304,837
Gas Blend NYM  2.3590 1.5235 Apr 07 1.9096 1.9400 1.8852 1.9018 ◊ .0083 54,177
Heating Oil NYM ¢/gal 229.45 149.35 Apr 07 177.10 178.80 175.96 176.82 ◊ .81 77,872
Natural Gas NYM $/mm btu 10.200 6.303 Apr 07 7.285 7.379 7.166 7.243 ◊ .045 90,809
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

May 07 — — 4.98 4.96  * 5.09
Aug 07 — — 4.86 4.85 ◊ 0.04 5.06

Apr 11 2Å 1016.79 101-08 101-09 +0-07 2.05
Jan 17 2Å 1000.77 102-01 102-02 +0-11 2.14
Jan 27 2Å 1000.77 102-19 102-20 +0-11 2.21
Apr 32 3Å 1137.01 124-07 124-09 ... 2.12

Feb 09 4} — 100.12 100.13 + 0.04 4.54
Feb 12 4œ — 100.25 100.26 + 0.07 4.44
Feb 17 4œ — 100.28 100.29 + 0.10 4.51
Feb 37 4} — 101.19 101.20 + 0.14 4.65
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HIGH YIELD: +17.16%
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%+15

–5

’02 ’07

Construction Spending
Change from
previous year

Jan. ’07 %–1.2
Dec. ’06 –0.4

%+6

–4

’02 ’07

Personal Savings Rate
Percent of
disposable income

Jan. ’07 %–1.2
Dec. ’06 –1.4

–30

–70

’02 ’06

Balance of Trade
In billions of dollars
Seasonally adjusted

Dec. ’06 –61.2
Nov. ’06 –58.1

8

3

’02 ’07

Housing Supply
In months

Jan. ’07 6.6
Dec. ’06 6.6

65

45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

Feb. ’07 52.3
Jan. ’07 49.3

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 5.25 4.50% %

Prime rate 8.25 7.50

15-yr fixed 5.44 5.46

15-yr fixed jumbo 5.69 5.75

30-yr fixed 5.70 5.81

30-yr fixed jumbo 5.99 6.09

5/1 adj. rate 5.42 5.54

5/1 adj. rate jumbo 5.60 5.66

1-year adj. rate 5.34 4.63

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.26 6.47% %

$75K line (excellent credit*) 6.75 5.77

$75K loan (good credit*) 7.65 7.36

$75K loan (excellent credit*) 7.42 7.21

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.46 7.32% %

60-mo. new car 6.99 6.51

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.60 3.15% %

$10K min. money-market 4.07 3.40

6-month CD 4.60 4.08

1-year CD 4.85 4.34

2-year CD 4.78 4.41

5-year IRA CD 4.42 4.53

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1295 .1295 7.7200 7.7200
Honduras (Lempira) .0529 .0529 18.90 18.89
Nicaragua (Cordoba) .0551 .0551 18.15 18.14

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

Glass, an analyst with CIBC. “It has
grown faster than McDonald’s ever
did.” 

This second Howard Schultz shows
no signs of slowing down anytime

soon. “I want to say this as
loud as I possibly can,” he
told Maria Bartiromo on
CNBC last November, af-
ter Starbucks released its
quarterly earnings.
“Three to five years, 20

percent revenue growth, 20 to 25 per-
cent earnings per-share growth. And
we’re headed to 40,000 stores.” Those
are astounding goals for a company
the size of Starbucks: no company in
history has ever built 40,000 retail
outlets. (McDonald’s, by contrast,
has 30,000 stores worldwide.) And 25
percent earnings growth is some-
thing only the most aggressive of
growth companies shoot for.

The quandary Mr. Schultz faces,
assuming there is only one of him, is
that he wants two things that are in-
compatible. If he wants to recapture
the soul of the old Starbucks, then he
has to slow down the company’s
growth. But if he slows the growth,
the stock will collapse. He has to
choose. Truth is, though, Mr. Schultz
has already chosen.

ONCE, maybe 10 years ago,
Mr. Bennis asked Mr.
Schultz why it was so im-
portant to him that Star-

bucks grow so rapidly. “He said
something to the effect that if he
didn’t do it, Starbucks could be canni-
balized by another chain that would
wipe it out,” Mr. Bennis told me.

As I discovered when I asked
around, Mr. Schultz is an enormously
competitive businessman; I wound
up thinking that the idea of relentless
growth is just as powerful a driving
force for him as coffee itself. In the
memo, he complained that Star-
bucks’ competitors have become em-
boldened to go after Starbucks cus-
tomers. “This must be eradicated,”
were the startling words he used.

But to give him his due, Mr.
Schultz has always struggled with
the problem of trying to stay true to
the company’s roots while growing
aggressively. “Last October or No-
vember, he made comments very
similar to the thoughts in the memo
at a dinner with investors,” Mr.
Glass said. And according to Anne
Saunders, Starbucks’ senior vice
president for global brand strategy,
what he wrote in the memo was noth-
ing Starbucks executives hadn’t
heard from him many times in the
past. “Howard is often challenging
us,” she said. 

“We have grown as a company be-
cause we have chosen to do business
in a different kind of way,” she con-
tinued. “If growth comes from doing
things that are out of whack, then it
is not the right kind of growth.” Ms.
Saunders went on to say that she, and
the rest of the company’s managers,
believed that the company had
grown in ways that remained com-
patible with its culture.

Maybe. But from where I’m sit-
ting, it just looks as though whenever
push has come to shove, the growth
imperative has usually won out.

Take, for instance, food. “I remem-
ber when Starbucks went public,”
said Ron Paul of Technomic, a food
retail consulting firm. “I went to one
of the roadshow presentations. How-
ard said that they would never serve
food. He thought it would dilute the
experience.” (A Starbucks spokes-
woman said Mr. Schultz was pointing
out that Starbucks was a coffee com-
pany, not a restaurant chain.)

But one of the most important met-
rics for Wall Street is same-store
sales increases. If growth is being
generated purely from the opening of
new stores — and not from increased
sales in stores that are already open
— that’s viewed as a bad sign. It
means that once the company runs
out of places to put stores, it will stop
growing. For Starbucks, there was
always going to be a limit to how
much coffee it could sell in any one
location, so to goose same-store
sales, it began selling food. (Not very
good food either, but that’s a whole
other story.) Most recently, it has be-
gun selling hot breakfast sandwiches
in a number of markets, yet another
move it would never have made, say,
five years ago. The same principle
applies to music, to books and all the
other things Starbucks now sells in
its stores.

The food and brand consultants I
spoke to were unanimous in their
feeling that Starbucks had hurt itself

by expanding so far beyond its coffee
and coffeehouse roots — and that it
needed to return to those roots. “He
is right that Starbucks is losing its
soul,” said Harvey Hartman, who
heads the Hartman Group in Belle-
vue, Wash. “They were built on the
coffee experience, and by moving so
far beyond that, they are jeopardiz-
ing everything else.” 

Robert Passikoff, president of the
brand consultant Brand Keys, said
that Starbucks had taken its eye off
the brand. “In trying to migrate from
a coffee brand to a lifestyle brand,
there has been a certain brand dilu-
tion.” He agreed that the “whole Eu-
ropean coffeehouse experience” was
no longer how people thought about
Starbucks, to the company’s detri-
ment. Mr. Passikoff’s firm just com-
pleted a survey of 20,000 people by
phone and in person that showed that
Dunkin’ Donuts now had higher cus-
tomer loyalty than Starbucks. He

also pointed out that Consumer Re-
ports recently asserted that McDon-
ald’s coffee was superior to Star-
bucks’s. Both Mr. Passikoff and Mr.
Hartman felt that the memo made a
great deal of sense.

The Wall Street folks I spoke to,
though, saw the memo differently —
as a kind of longing for a memory
that will never return. “When you
grow as big and as fast as they have,
you have to make compromises,”
said Howard Penney, who covers the
company for Prudential. “The com-
plexity of the menu has changed dra-
matically since it first opened,” he
said. That complexity required auto-
mation and other techniques to keep
waits for coffee from being too long.
(As anyone who buys Starbucks cof-
fee in New York knows, the company
doesn’t always succeed.) 

Mr. Glass of CIBC said: “If it re-
mained a coffee destination and
nothing else, same-store sales would
not increase. It’s a public company.
Their job is to make money for the
shareholders by selling more stuff.”
Both Mr. Glass and Mr. Penney
pointed out that Starbucks plans to
open 2,400 stores this year. That’s
more than six new stores every day.
Tell me how you’re going to do that if
the baristas start grinding coffee by
hand again?

Of course, that’s never going to
happen, as Ms. Saunders of Star-
bucks quickly acknowledged when
we spoke. “Our business has never
been better,” she said. “We are really
doing well.” But the company didn’t
want to ever rest on its laurels — and
it didn’t want to sacrifice what made
it special just for the sake of growth,
she said. “The question is always,
How do you keep things in balance?”

For lovers of Starbucks, I suppose
it’s comforting to know that Mr.
Schultz and his team sit around wor-
rying about whether they are water-
ing down the customer experience.
But it would be even more comfort-
ing if they actually did something
about it. Because someday, the
growth will slow and the stock will
slide — that’s inevitable. And how
will customers feel if, when that hap-
pens, their customer experience has
been turned into a drive-through win-
dow, just like McDonald’s.

Oops, I forgot. Starbucks has al-
ready started putting in drive-
through windows. 

JOE
NOCERA 
TALKING

BUSINESS 

A Double Shot of Nostalgia for Starbucks 
Continued From First Business Page

Peter Parks/Agence France-Presse — Getty Images

Starbucks’s 13,000 stores include one in the Forbidden City in Beijing.
Howard Schultz, the company chairman, says he wants 40,000. 

A chairman longs for
an aroma, and growth
in same-store sales.

By ANDREW POLLACK

A New Jersey state jury ruled that
Merck had failed to provide ade-
quate warning about the risks of its
Vioxx painkiller in one of two cases
decided yesterday.

In the second case, the jury ruled
that the death of the plaintiff had oc-
curred after the company had begun
providing adequate warning.

The split verdict came in a trial in
Atlantic City in which the cases of
two men who suffered heart attacks
a year apart were tried together.

In both cases, the eight-member
jury ruled unanimously that Merck
had committed consumer fraud by
misleading doctors and patients and
by intentionally suppressing, con-
cealing or omitting information
about the risks of Vioxx, which was
withdrawn from the market in Sep-
tember 2004. 

The verdict concluded the first
phase of the trial, which dealt only
with Merck’s behavior. 

In the second phase, which starts
next week, the jury will decide
whether Vioxx caused the Septem-
ber 2001 heart attack of one plaintiff,
Frederick Humeston, a 61-year-old
Idaho postal worker, and what dam-
ages, if any should be awarded.

In the other case, the jury ruled
that Merck had given adequate
warning by the time the plaintiff,
Brian Hermans of Green Bay, Wis.,
died of a heart attack in September
2002 at the age of 44.

As a result of that decision, the rel-
atives of Mr. Hermans could be enti-
tled to payments only from the con-
sumer fraud verdict, which could be
three times his cost of the Vioxx and
lawyers’ fees and expenses, but not

compensatory and punitive damages
resulting from his death. 

The difference in the two verdicts
apparently reflects the revision
made to the Vioxx label in April 2002
to add information about the heart
risks, according to lawyers.

For Mr. Humeston, who survived
his heart attack, yesterday’s verdict
represented a comeback, since he
had lost in his first trial against
Merck in November 2005. 

Judge Carol E. Higbee of Superior
Court in Atlantic City, who is in
charge of all the Vioxx trials in New
Jersey, later threw out the verdict
after new evidence came to light. In
particular, The New England Jour-

nal of Medicine accused Merck of
having misrepresented the data on
the risks of the drug in a scientific
paper in 2000. 

“We were given another chance at
life, and we’ve made the best of it so
far,” Christopher Seeger, who repre-
sented Mr. Humeston in both trials,
said after the verdict yesterday.

Before this case, Merck had won
nine cases that reached jury ver-
dicts, including the original verdict
in Mr. Humeston’s case, and had lost
four. The company has vowed to
fight each lawsuit individually rath-
er than settle suits collectively. 

The two-phase format represents
an experiment to speed trials by

Judge Higbee, who is responsible for
about 16,800 of more than 27,000 law-
suits filed against Merck over Vioxx. 

The idea is that juries would not
have to rule on Merck’s behavior for
each plaintiff but could do it one time
and then consider only individual cir-
cumstances of numerous plaintiffs. 

W. Mark Lanier, a Houston lawyer
who represented the relatives of Mr.
Hermans, asked Judge Higbee to al-
low Mr. Hermans’s case to proceed
to phase 2 anyway, arguing that Mr.
Hermans had started taking Vioxx
before label was changed. 

The judge is expected to rule on
that request on Monday. 

Mr. Lanier’s request drew a sharp
retort from Hope S. Freiwald, an out-
side lawyer for Merck with the law
firm of Dechert in Princeton, N.J.
“Lanier lost and he wants a do-over,”
Ms. Freiwald said in an interview.
“He’s telling the judge the procedure
he’s been lobbying for for months
and months and months as a great
new way to try these cases isn’t fair
anymore.” 

Merck has argued against the two-
phase format, saying that juries
should know what a particular pa-
tient and his or her doctor knew be-
fore reaching any verdicts. 

Regarding Merck’s loss in Mr.
Humeston’s case, Ms. Freiwald said
the more important question of
whether Vioxx caused his heart at-
tack has yet to be decided. 

In a related matter, the Food and
Drug Administration said it would
hold an advisory committee meeting
on April 12 to consider Merck’s re-
quest for approval to market Arcox-
ia, a pain reliever that works in the
same manner as Vioxx. 

Mixed Verdicts for Merck in Vioxx Cases 

One outright loss and
one qualified victory
for the drug maker. 
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INVESTMENT GRADE

NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 4147 2661 1223 263
Advances 1927 1415 441 71
Declines 1813 980 652 181
Unchanged 155 61 87 7
52 Week High 283 237 37 9
52 Week Low 61 38 16 7
Dollar Volume*     16,049 8,346 4,911 2,792

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
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30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Goldman Sachs Gp (GS.WL) 5.625 Jan 2017 A1 –– 103.893 99.505 100.102 0.478 5.610
Morgan Stanley (MWD.XJ) 5.450 Jan 2017 Aa3 –– 101.789 98.995 101.789 2.187 5.214
Home Depot (HD.GK) 5.875 Dec 2036 Aa3 A+ 103.380 99.281 99.558 –0.181 5.906
Bear Stearns Co (BSC.GFR) 5.550 Jan 2017 A2 A 101.757 99.302 99.539 –0.138 5.610
Residential Capital  (RDCC.GF) 6.375 Jun 2010 Baa3 BBB 101.865 100.020 100.770 –0.042 6.111
Merrill Lynch & Co (MER.GNU) 6.110 Jan 2037 –– A+ 101.750 98.989 101.750 2.152 5.983
General Electric Capital (GE.AAD) 6.000 Jun 2012 Aaa AAA 105.000 103.590 104.608 0.120 4.993
Morgan Stanley Dean Witter (MWD.OO) 6.600 Apr 2012 Aa3 A+ 106.376 105.715 105.715 –0.339 5.298
Capital One Financial  (COF.HL) 6.150 Sep 2016 Baa1 BBB 103.482 102.013 102.013 –1.219 5.870
Goldman Sachs Gp (GS.WO) 5.300 Feb 2012 –– AA– 100.872 100.634 100.634 –0.016 5.152

HIGH YIELD

US Airways Pass Through Trusts (U.GD) 8.360 Jul 2020 Ba1 BBB+ 111.125 110.875 111.125 2.875 N.A.
Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 59.750 56.250 58.000 –1.000 14.737
Calpine Canada Energy Fin. Ulc (CPN.GO) 8.500 May 2008 –– D 107.000 105.250 107.000 5.000 N.A.
Case New Holland (CNH.GI) 9.250 Aug 2011 Ba3 BB 105.750 105.625 105.750 0.050 6.035
Building Materials Of America (BDGM.GL) 7.750 Aug 2014 B2 BB– 100.250 99.625 100.000 0.063 7.747
Dean Foods Co (DF.GE) 7.000 Jun 2016 Ba2 BB– 99.900 99.000 99.250 –3.875 7.109
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 78.975 75.250 76.750 –1.280 10.014
General Motors Accpt. (GMA.IMW) 6.750 Dec 2014 Ba1 BB+ 100.063 97.360 100.000 –0.125 6.748
XM Satellite Radio (XMRD.GL) 9.750 May 2014 Caa1 CCC 100.875 99.875 100.000 0.000 9.744
General Motors (GM.HB) 8.375 Jul 2033 Caa1 B– 93.500 87.750 91.250 0.000 9.266

CONVERTIBLES

Ford Motor Co (F.GSF) 4.250 Dec 2036 Caa1 CCC+ 110.250 108.337 108.721 –1.765 3.204
Amgen (AMGN.GN) 0.375 Feb 2013 –– –– 96.250 94.000 95.000 0.311 1.257
Amgen (AMGN.GM) 0.125 Feb 2011 A2 –– 96.125 94.100 95.875 0.079 1.211
Medtronic (MDT.GJ) 1.500 Apr 2011 A1 AA– 104.000 102.380 102.500 –1.268 0.879
EMC  (EMC.GF) 1.750 Dec 2013 –– BBB+ 111.000 105.000 107.204 –3.796 0.655
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 96.375 94.875 95.750 –0.650 2.003
Medtronic (MDT.GK) 1.625 Apr 2013 A1 AA– 104.500 102.250 103.146 –0.843 1.091
Best Buy (BBY.GE) 2.250 Jan 2022 Baa3 BBB– 109.896 106.760 108.375 –1.438 C
Millennium Pharmaceuticals (MLNM.GG) 2.250 Nov 2011 –– –– 97.352 96.418 96.634 1.384 3.025
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 107.133 103.250 106.250 –0.050 –0.689
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HIGH YIELD: +8.03%

INVESTMENT GRADE: +5.57%

ASIA/PACIFIC
Australia (Dollar) .7822 .7854 1.2784 1.2732
China (Yuan) .1290 .1291 7.7490 7.7432
Hong Kong (Dollar) .1280 .1280 7.8148 7.8130
India (Rupee) .0227 .0227 44.105 44.080
Indonesia (Rupiah) .000109 .000109 9174.31 9174.31
Japan (Yen) .008565 .008505 116.75 117.58
Malaysia (Ringgit) .2852 .2851 3.5065 3.5070
New Zealand (Dollar) .6888 .6935 1.4518 1.4421
Pakistan (Rupee) .0165 .0165 60.77 60.75
Philippines (Peso) .0206 .0206 48.56 48.57

EUROPE
Britain (Pound) 1.9433 1.9605 .5146 .5101
Czech Rep (Koruna) .0468 .0469 21.37 21.33
Denmark (Krone) .1771 .1771 5.6465 5.6459
Europe (Euro) 1.3191 1.3198 .7581 .7577
Hungary (Forint) .0052 .0052 192.46 193.09
Norway (Krone) .1622 .1628 6.1637 6.1438
Poland (Zloty) .3383 .3389 2.96 2.95
Russia (Ruble) .0382 .0382 26.1609 26.1554
Slovak Rep (Koruna) .0384 .0384 26.03 26.02
Sweden (Krona) .1420 .1418 7.0438 7.0515
Switzerland (Franc) .8219 .8195 1.2167 1.2203
Turkey (Lira) .6975 .7039 1.4337 1.4207

Canada (Dollar) .8498 .8536 1.1767 1.1715
Dominican Rep (Peso) .0300 .0301 33.30 33.25
Mexico (Peso) .089228 .089684 11.2072 11.1503

Bahrain (Dinar) 2.6524 2.6525 .3770 .3770
Egypt (Pound) .1754 .1756 5.7000 5.6943
Iran (Rial) .000109 .000109 9174.31 9174.31
Israel (Shekel) .2372 .2376 4.2152 4.2095
Jordan (Dinar) 1.4114 1.4114 .7085 .7085
Kenya (Shilling) .0145 .0145 69.15 69.10
Kuwait (Dinar) 3.4582 3.4579 .2892 .2892
Lebanon (Pound) .000661 .000661 1512.00 1512.00
Saudi Arabia (Riyal) .2667 .2667 3.7496 3.7498
So. Africa (Rand) .1350 .1375 7.4083 7.2718

MIDDLE EAST/AFRICA

Singapore (Dollar) .6556 .6547 1.5253 1.5275
So. Korea (Won) .001061 .001062 942.51 941.62
Taiwan (Dollar) .0304 .0304 32.93 32.90
Thailand (Baht) .02978 .02960 33.58 33.78
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3226 .3228 3.1000 3.0980
Bolivia (Boliviano) .1251 .1251 7.9950 7.9950
Brazil (Real) .4691 .4726 2.1317 2.1160
Chile (Peso) .001855 .001850 539.08 540.54
Colombia (Peso) .000447 .000446 2237.50 2244.50
Paraguay (Guarani) .000194 .000194 5154.64 5154.64
Peru (New Sol) .3136 .3136 3.189 3.188
Uruguay (New Peso) .0410 .0412 24.3748 24.2501

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 62.80 51.50 May 07 53.70 53.95 53.60 53.89 + .19 116,476
Lumber CME $/1,000 bd. ft. 341.0 255.1 May 07 255.0 257.0 254.6 255.6 + .5 5,173

Cocoa NYBOT $/ton 1812 1456 May 07 1784 1807 1770 1804 + 1 80,705
Coffee NYBOT ¢/lb 138.75 104.20 May 07 115.60 116.20 115.00 115.15 ◊ 1.45 86,319
Sugar-World NYBOT ¢/lb 18.40 10.14 May 07 11.13 11.48 11.13 11.22 + .25 300,287
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07 20.90 21.00 20.90 21.00 + .01 3,010
Orange Juice NYBOT ¢/lb 205.80 145.50 May 07 204.80 205.40 204.00 205.05 + .05 21,682

Live Cattle CME ¢/lb 98.22 81.50 Apr 07 96.20 98.22 96.10 97.65 + 1.50 149,009
Feeder Cattle CME ¢/lb 110.50 92.15 May 07 105.95 107.60 105.60 107.22 + 1.25 11,495
Hogs-Lean CME ¢/lb 70.15 56.10 Apr 07 66.02 67.00 65.65 66.35 + .23 86,411
Pork Bellies CME ¢/lb 108.87 84.00 May 07 105.25 106.65 104.70 106.20 + 1.58 891

Corn CBT ¢/bushel 450ü 249} May 07 422ø 430 418ø 421 ◊ 7 534,014
Soybeans CBT ¢/bushel 807} 568ø May 07 755ø 764ü 750 753ø ◊ 8ø 248,641
Soybean Meal CBT $/ton 240.60 164.70 May 07 222.10 226.40 220.20 220.90 ◊ 4.70 101,725
Soybean Oil CBT ¢/lb 31.67 23.15 May 07 30.09 30.25 29.82 30.08 + .07 156,649
Wheat CBT ¢/bushel 535 394 May 07 477ø 484} 472 473} ◊ 5ü 208,966
Winter Wheat KC ¢/bushel 550 456 May 07 500 508 499ø 504 ◊ 1ü 49,658
Oats CBT ¢/bushel 287ü 190 May 07 246ø 250ø 242 246 ◊ 3ø 7,249
Rough Rice CBT $/CWT 10.950 9.530 May 07 10.675 10.690 10.540 10.610 ◊ .030 9,403

METALS AND ENERGY
Gold CMX $/troy oz. 765.00 559.40 Apr 07 645.40 668.20 641.30 644.10 ◊ 21.00 233,289
Silver CMX ¢/troy oz. 1486.0 996.0 May 07 1299.5 1385.0 1280.0 1296.0 ◊ 69.0 74,277
Platinum NYM $/troy oz. 1274.50 1080.00 Apr 07 1210.00 1241.20 1201.00 1211.80 ◊ 33.40 10,221
Palladium NYM $/oz. 402.75 293.00 Jun 07 349.85 353.50 345.00 350.60 ◊ 3.45 14,994
Hi Grade Copper CMX ¢/lb 364.00 118.65 May 07 271.20 278.00 268.50 270.70 ◊ 4.75 43,512

Light Sweet Crude NYM $/bbl. 81.19 51.68 Apr 07 61.70 62.40 61.16 61.64 ◊ .36 304,837
Gas Blend NYM  2.3590 1.5235 Apr 07 1.9096 1.9400 1.8852 1.9018 ◊ .0083 54,177
Heating Oil NYM ¢/gal 229.45 149.35 Apr 07 177.10 178.80 175.96 176.82 ◊ .81 77,872
Natural Gas NYM $/mm btu 10.200 6.303 Apr 07 7.285 7.379 7.166 7.243 ◊ .045 90,809
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

May 07 — — 4.98 4.96  * 5.09
Aug 07 — — 4.86 4.85 ◊ 0.04 5.06

Apr 11 2Å 1016.79 101-08 101-09 +0-07 2.05
Jan 17 2Å 1000.77 102-01 102-02 +0-11 2.14
Jan 27 2Å 1000.77 102-19 102-20 +0-11 2.21
Apr 32 3Å 1137.01 124-07 124-09 ... 2.12

Feb 09 4} — 100.12 100.13 + 0.04 4.54
Feb 12 4œ — 100.25 100.26 + 0.07 4.44
Feb 17 4œ — 100.28 100.29 + 0.10 4.51
Feb 37 4} — 101.19 101.20 + 0.14 4.65
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HIGH YIELD: +17.16%

INVESTMENT GRADE: +6.22%

%+15

–5

’02 ’07

Construction Spending
Change from
previous year

Jan. ’07 %–1.2
Dec. ’06 –0.4

%+6

–4

’02 ’07

Personal Savings Rate
Percent of
disposable income

Jan. ’07 %–1.2
Dec. ’06 –1.4

–30

–70

’02 ’06

Balance of Trade
In billions of dollars
Seasonally adjusted

Dec. ’06 –61.2
Nov. ’06 –58.1

8

3

’02 ’07

Housing Supply
In months

Jan. ’07 6.6
Dec. ’06 6.6

65

45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

Feb. ’07 52.3
Jan. ’07 49.3

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 5.25 4.50% %

Prime rate 8.25 7.50

15-yr fixed 5.44 5.46

15-yr fixed jumbo 5.69 5.75

30-yr fixed 5.70 5.81

30-yr fixed jumbo 5.99 6.09

5/1 adj. rate 5.42 5.54

5/1 adj. rate jumbo 5.60 5.66

1-year adj. rate 5.34 4.63

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.26 6.47% %

$75K line (excellent credit*) 6.75 5.77

$75K loan (good credit*) 7.65 7.36

$75K loan (excellent credit*) 7.42 7.21

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.46 7.32% %

60-mo. new car 6.99 6.51

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.60 3.15% %

$10K min. money-market 4.07 3.40

6-month CD 4.60 4.08

1-year CD 4.85 4.34

2-year CD 4.78 4.41

5-year IRA CD 4.42 4.53

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1295 .1295 7.7200 7.7200
Honduras (Lempira) .0529 .0529 18.90 18.89
Nicaragua (Cordoba) .0551 .0551 18.15 18.14

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

Glass, an analyst with CIBC. “It has
grown faster than McDonald’s ever
did.” 

This second Howard Schultz shows
no signs of slowing down anytime

soon. “I want to say this as
loud as I possibly can,” he
told Maria Bartiromo on
CNBC last November, af-
ter Starbucks released its
quarterly earnings.
“Three to five years, 20

percent revenue growth, 20 to 25 per-
cent earnings per-share growth. And
we’re headed to 40,000 stores.” Those
are astounding goals for a company
the size of Starbucks: no company in
history has ever built 40,000 retail
outlets. (McDonald’s, by contrast,
has 30,000 stores worldwide.) And 25
percent earnings growth is some-
thing only the most aggressive of
growth companies shoot for.

The quandary Mr. Schultz faces,
assuming there is only one of him, is
that he wants two things that are in-
compatible. If he wants to recapture
the soul of the old Starbucks, then he
has to slow down the company’s
growth. But if he slows the growth,
the stock will collapse. He has to
choose. Truth is, though, Mr. Schultz
has already chosen.

ONCE, maybe 10 years ago,
Mr. Bennis asked Mr.
Schultz why it was so im-
portant to him that Star-

bucks grow so rapidly. “He said
something to the effect that if he
didn’t do it, Starbucks could be canni-
balized by another chain that would
wipe it out,” Mr. Bennis told me.

As I discovered when I asked
around, Mr. Schultz is an enormously
competitive businessman; I wound
up thinking that the idea of relentless
growth is just as powerful a driving
force for him as coffee itself. In the
memo, he complained that Star-
bucks’ competitors have become em-
boldened to go after Starbucks cus-
tomers. “This must be eradicated,”
were the startling words he used.

But to give him his due, Mr.
Schultz has always struggled with
the problem of trying to stay true to
the company’s roots while growing
aggressively. “Last October or No-
vember, he made comments very
similar to the thoughts in the memo
at a dinner with investors,” Mr.
Glass said. And according to Anne
Saunders, Starbucks’ senior vice
president for global brand strategy,
what he wrote in the memo was noth-
ing Starbucks executives hadn’t
heard from him many times in the
past. “Howard is often challenging
us,” she said. 

“We have grown as a company be-
cause we have chosen to do business
in a different kind of way,” she con-
tinued. “If growth comes from doing
things that are out of whack, then it
is not the right kind of growth.” Ms.
Saunders went on to say that she, and
the rest of the company’s managers,
believed that the company had
grown in ways that remained com-
patible with its culture.

Maybe. But from where I’m sit-
ting, it just looks as though whenever
push has come to shove, the growth
imperative has usually won out.

Take, for instance, food. “I remem-
ber when Starbucks went public,”
said Ron Paul of Technomic, a food
retail consulting firm. “I went to one
of the roadshow presentations. How-
ard said that they would never serve
food. He thought it would dilute the
experience.” (A Starbucks spokes-
woman said Mr. Schultz was pointing
out that Starbucks was a coffee com-
pany, not a restaurant chain.)

But one of the most important met-
rics for Wall Street is same-store
sales increases. If growth is being
generated purely from the opening of
new stores — and not from increased
sales in stores that are already open
— that’s viewed as a bad sign. It
means that once the company runs
out of places to put stores, it will stop
growing. For Starbucks, there was
always going to be a limit to how
much coffee it could sell in any one
location, so to goose same-store
sales, it began selling food. (Not very
good food either, but that’s a whole
other story.) Most recently, it has be-
gun selling hot breakfast sandwiches
in a number of markets, yet another
move it would never have made, say,
five years ago. The same principle
applies to music, to books and all the
other things Starbucks now sells in
its stores.

The food and brand consultants I
spoke to were unanimous in their
feeling that Starbucks had hurt itself

by expanding so far beyond its coffee
and coffeehouse roots — and that it
needed to return to those roots. “He
is right that Starbucks is losing its
soul,” said Harvey Hartman, who
heads the Hartman Group in Belle-
vue, Wash. “They were built on the
coffee experience, and by moving so
far beyond that, they are jeopardiz-
ing everything else.” 

Robert Passikoff, president of the
brand consultant Brand Keys, said
that Starbucks had taken its eye off
the brand. “In trying to migrate from
a coffee brand to a lifestyle brand,
there has been a certain brand dilu-
tion.” He agreed that the “whole Eu-
ropean coffeehouse experience” was
no longer how people thought about
Starbucks, to the company’s detri-
ment. Mr. Passikoff’s firm just com-
pleted a survey of 20,000 people by
phone and in person that showed that
Dunkin’ Donuts now had higher cus-
tomer loyalty than Starbucks. He

also pointed out that Consumer Re-
ports recently asserted that McDon-
ald’s coffee was superior to Star-
bucks’s. Both Mr. Passikoff and Mr.
Hartman felt that the memo made a
great deal of sense.

The Wall Street folks I spoke to,
though, saw the memo differently —
as a kind of longing for a memory
that will never return. “When you
grow as big and as fast as they have,
you have to make compromises,”
said Howard Penney, who covers the
company for Prudential. “The com-
plexity of the menu has changed dra-
matically since it first opened,” he
said. That complexity required auto-
mation and other techniques to keep
waits for coffee from being too long.
(As anyone who buys Starbucks cof-
fee in New York knows, the company
doesn’t always succeed.) 

Mr. Glass of CIBC said: “If it re-
mained a coffee destination and
nothing else, same-store sales would
not increase. It’s a public company.
Their job is to make money for the
shareholders by selling more stuff.”
Both Mr. Glass and Mr. Penney
pointed out that Starbucks plans to
open 2,400 stores this year. That’s
more than six new stores every day.
Tell me how you’re going to do that if
the baristas start grinding coffee by
hand again?

Of course, that’s never going to
happen, as Ms. Saunders of Star-
bucks quickly acknowledged when
we spoke. “Our business has never
been better,” she said. “We are really
doing well.” But the company didn’t
want to ever rest on its laurels — and
it didn’t want to sacrifice what made
it special just for the sake of growth,
she said. “The question is always,
How do you keep things in balance?”

For lovers of Starbucks, I suppose
it’s comforting to know that Mr.
Schultz and his team sit around wor-
rying about whether they are water-
ing down the customer experience.
But it would be even more comfort-
ing if they actually did something
about it. Because someday, the
growth will slow and the stock will
slide — that’s inevitable. And how
will customers feel if, when that hap-
pens, their customer experience has
been turned into a drive-through win-
dow, just like McDonald’s.

Oops, I forgot. Starbucks has al-
ready started putting in drive-
through windows. 

JOE
NOCERA 
TALKING

BUSINESS 

A Double Shot of Nostalgia for Starbucks 
Continued From First Business Page

Peter Parks/Agence France-Presse — Getty Images

Starbucks’s 13,000 stores include one in the Forbidden City in Beijing.
Howard Schultz, the company chairman, says he wants 40,000. 

A chairman longs for
an aroma, and growth
in same-store sales.

By ANDREW POLLACK

A New Jersey state jury ruled that
Merck had failed to provide ade-
quate warning about the risks of its
Vioxx painkiller in one of two cases
decided yesterday.

In the second case, the jury ruled
that the death of the plaintiff had oc-
curred after the company had begun
providing adequate warning.

The split verdict came in a trial in
Atlantic City in which the cases of
two men who suffered heart attacks
a year apart were tried together.

In both cases, the eight-member
jury ruled unanimously that Merck
had committed consumer fraud by
misleading doctors and patients and
by intentionally suppressing, con-
cealing or omitting information
about the risks of Vioxx, which was
withdrawn from the market in Sep-
tember 2004. 

The verdict concluded the first
phase of the trial, which dealt only
with Merck’s behavior. 

In the second phase, which starts
next week, the jury will decide
whether Vioxx caused the Septem-
ber 2001 heart attack of one plaintiff,
Frederick Humeston, a 61-year-old
Idaho postal worker, and what dam-
ages, if any should be awarded.

In the other case, the jury ruled
that Merck had given adequate
warning by the time the plaintiff,
Brian Hermans of Green Bay, Wis.,
died of a heart attack in September
2002 at the age of 44.

As a result of that decision, the rel-
atives of Mr. Hermans could be enti-
tled to payments only from the con-
sumer fraud verdict, which could be
three times his cost of the Vioxx and
lawyers’ fees and expenses, but not

compensatory and punitive damages
resulting from his death. 

The difference in the two verdicts
apparently reflects the revision
made to the Vioxx label in April 2002
to add information about the heart
risks, according to lawyers.

For Mr. Humeston, who survived
his heart attack, yesterday’s verdict
represented a comeback, since he
had lost in his first trial against
Merck in November 2005. 

Judge Carol E. Higbee of Superior
Court in Atlantic City, who is in
charge of all the Vioxx trials in New
Jersey, later threw out the verdict
after new evidence came to light. In
particular, The New England Jour-

nal of Medicine accused Merck of
having misrepresented the data on
the risks of the drug in a scientific
paper in 2000. 

“We were given another chance at
life, and we’ve made the best of it so
far,” Christopher Seeger, who repre-
sented Mr. Humeston in both trials,
said after the verdict yesterday.

Before this case, Merck had won
nine cases that reached jury ver-
dicts, including the original verdict
in Mr. Humeston’s case, and had lost
four. The company has vowed to
fight each lawsuit individually rath-
er than settle suits collectively. 

The two-phase format represents
an experiment to speed trials by

Judge Higbee, who is responsible for
about 16,800 of more than 27,000 law-
suits filed against Merck over Vioxx. 

The idea is that juries would not
have to rule on Merck’s behavior for
each plaintiff but could do it one time
and then consider only individual cir-
cumstances of numerous plaintiffs. 

W. Mark Lanier, a Houston lawyer
who represented the relatives of Mr.
Hermans, asked Judge Higbee to al-
low Mr. Hermans’s case to proceed
to phase 2 anyway, arguing that Mr.
Hermans had started taking Vioxx
before label was changed. 

The judge is expected to rule on
that request on Monday. 

Mr. Lanier’s request drew a sharp
retort from Hope S. Freiwald, an out-
side lawyer for Merck with the law
firm of Dechert in Princeton, N.J.
“Lanier lost and he wants a do-over,”
Ms. Freiwald said in an interview.
“He’s telling the judge the procedure
he’s been lobbying for for months
and months and months as a great
new way to try these cases isn’t fair
anymore.” 

Merck has argued against the two-
phase format, saying that juries
should know what a particular pa-
tient and his or her doctor knew be-
fore reaching any verdicts. 

Regarding Merck’s loss in Mr.
Humeston’s case, Ms. Freiwald said
the more important question of
whether Vioxx caused his heart at-
tack has yet to be decided. 

In a related matter, the Food and
Drug Administration said it would
hold an advisory committee meeting
on April 12 to consider Merck’s re-
quest for approval to market Arcox-
ia, a pain reliever that works in the
same manner as Vioxx. 

Mixed Verdicts for Merck in Vioxx Cases 

One outright loss and
one qualified victory
for the drug maker. 
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Personal Business
A Simple Cost Reduction
Negotiating with your creditors is a too-often neglected
staple of the personal finance canon. C6

The Economy
A Strong Job Market
The job market showed little sign of losing its vigor last
month as wages climbed and job growth rose. C3
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AOL Plans a New Ad Service C2

At Six Flags, Talk of Family C3

A Resignation at Telecom Italia C3

In a small, packed meeting room
at the Manhattan headquarters of
TIAA-CREF, an earnest man named
James W. Keady rose to make a
speech. TIAA-CREF, as you proba-

bly know, is a huge finan-
cial services firm, with
more than $400 billion in
assets. Mr. Keady, 35, a
former college soccer
player with a master’s de-
gree in theology, is the

founder of a group called Educating
for Justice, which consists, essential-
ly, of himself and his wife. It has a
budget of $80,000.

TIAA-CREF’s primary mission is
to manage the retirement accounts
for over three million academics, re-
searchers, hospital workers and oth-
er members of the nonprofit uni-
verse. (The initials stand for Teach-
ers Insurance and Annuity Associa-
tion-College Retirement Equities
Fund.) Educating for Justice’s mis-
sion is narrower: Mr. Keady wants
to bring the giant Nike Corporation
to its knees. 

Or at least to force Nike to drasti-
cally improve the pay and working
conditions of the thousands of people
in developing countries who work in
the factories that produce its foot-
wear. In 1997, Mr. Keady was forced
off the St. John’s University soccer
coaching staff because he objected
so strenuously to a multimillion-dol-
lar deal the school was negotiating
with Nike. He has made Nike his
life’s work ever since, even living in
Indonesia for a while to better under-

stand the working conditions of the
factory employees.

“Nike executives feel certain that
the wages earned by people pro-
ducing Nike products are sufficient
for meeting an individual’s basic
needs in the local towns where goods
are produced,” he said Tuesday at
the TIAA-CREF mutual funds share-
holder meeting, his eyes ablaze with
passion. “Unfortunately, based on
Educating for Justice’s ongoing re-
search of the same, we are not as
convinced.” 

Like many activists, Mr. Keady
was making his complaint to TIAA-
CREF largely because of the firm’s
reputation for a kind of genteel activ-
ism. It also supports what’s called
socially responsible investing: that
is, investing in companies that have
strong records in areas like the envi-
ronment and human rights, and
avoiding companies with poor
records. In 1990, in response to com-
plaints by some of its academic cli-
ents who wanted to avoid investing in
mutual funds that held oil, tobacco,
military and other “bad” stocks,
TIAA-CREF began offering its first
“socially screened” investment prod-
uct. 

It currently has two; one of them,
the CREF Social Choice Account, is
the largest socially responsible in-
vesting vehicle in the country, with
$9 billion in assets. And it clearly
plans to do more. A few weeks ago,
TIAA-CREF came out with an updat-
ed policy statement on corporate
governance that stressed its desire 
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By EDMUND L. ANDREWS

WASHINGTON, April 6 — After
months of prodding China to crack
down on pirated copies of American
movies, music and software, the
Bush administration appears ready
to escalate the dispute into a legal
confrontation.

In recent weeks, administration of-
ficials have strongly hinted that they
are close to filing a formal trade
complaint against China at the World
Trade Organization, saying that Chi-
na has failed to prosecute all but a
small fraction of the ubiquitous and
visible street trade in bootlegged
American entertainment.

“The United States has made it
clear that formal W.T.O. consulta-
tions will be necessary without con-
crete actions by China in this area,”
the office of the United States trade
representative warned this week in
its annual trade report to Congress.

The administration went on to
complain about “inadequate” en-
forcement of intellectual property
rights — copyrights, patents and
trademarks — in movies, music,
books, pharmaceuticals, software
and many other areas.

The China Copyright Alliance, an
industry coalition that includes Hol-
lywood studios, independent movie
and television producers and the re-
cording industry, has been pushing
the administration for months to file
a formal legal complaint. Adminis-
tration officials have made it clear
they are preparing to do so.

“We’re all going to run out of pa-
tience at some point, and that’s going
to be sooner rather than later,” said
Susan C. Schwab, the United States
trade representative, in a speech on
Feb. 22.

Bloomberg News, citing industry 

Piracy Move
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By DAMON DARLIN
Say you are looking for a deal on

an airline flight. The Internet
abounds with offers for low fares.
You can find them on the major In-
ternet travel agent sites like Orbitz,
Travelocity or on more specialized
sites like Cheaptickets.com or
Sidestep.com. 

Those can be useful, but they have
limits. How do you know, for in-
stance, that that low fare really is a
deal? A number of Web sites have re-
cently been created that specialize in
spotting true bargains. All of them do
what any bargain hunter is supposed
to do: watch the marketplace for
anomalies, whether they are money-
saving air tickets, discount hotel
rooms or frequent-flier bonuses. 

Farecast.com, which gathered a
following with technology that en-
ables it to predict the direction of air-
fares on a particular route, is back
with another innovation that it says
can distinguish the best deals in air
travel.

Hugh Crean, the chief executive of
the Seattle company, said, “We
flipped the deal concept.” He said
that to determine whether a deal was
anything more than a marketing
tool, the Web site mined its database
of airfares to look for good prices rel-
ative to others and those in the past. 

What makes this an ideal task for
computers, he said, is that a person
looking for the best fare for a flight
on a particular day from, say, San
Francisco, would have to study 600
possibilities from each of the area’s
three major airports. Since it was al-
ready tracking price data from air-
lines, Farecast was not daunted by
the amount of information. 

“We are the only ones who look at
everything every day,” Mr. Crean
said. Artificial intelligence was all
that was needed to spot the deals. 

On its site, a person goes to the
Farecast Deals section and clicks on
the departure city and a list of deals
pops up. Each entry includes an ex-

YOUR MONEY

Sifting Data
To Uncover 
Travel Deals 
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By MICHELINE MAYNARD
and NICK BUNKLEY

The New York International Auto
Show, which opened to the public yes-
terday, is a picture of an industry
with a cloud over its head.

While the Jacob K. Javits Conven-
tion Center abounds with flashy new
vehicles like the big Lexus LX 570, a
sport utility vehicle equipped with 19
speakers and 10 air bags, and the
high-powered Ford Mustang 500 GT
KR, created by the longtime racing
designer Carroll Shelby, the carmak-
ers are also contending with the pos-
sibility that such gas-guzzling vehi-
cles may soon become harder to sell.

On Monday, the Supreme Court
ruled that the Environmental Pro-
tection Agency has the authority to
regulate carbon dioxide and other

greenhouse gases from automobiles.
The primary way that can be done,
carmakers and environmentalists
say, is to increase automobile fuel
economy.

In normal times, that would raise
hackles from Detroit carmakers,
which have a long history of fighting
regulations covering both fuel econ-
omy and tailpipe emissions. But this
week, company executives were say-
ing something different.

Rather than openly battle regula-
tions that would force them to make
vehicles more efficient, automakers
and their Washington trade group
are saying they want an active role
in the movement to reduce the dam-
age vehicles do to the environment.

One reason is public pressure, said
Steve Sturm, group vice president

for Toyota in North America. “Look
at how many people went to see Al
Gore’s movie,” Mr. Sturm said, re-
ferring to “An Inconvenient Truth.”

Environmental issues are “in the
news every week,” Mr. Sturm added.
“It keeps getting major headlines.”

Exhaust emissions from the tail-
pipes of cars and trucks account for
about a fifth of the country’s total
emissions of heat-trapping gases. 

“People get it now,” said David
Doniger, a lawyer and climate center
policy director of the Natural Re-
sources Defense Council. “They
didn’t pay much attention to global
warming five years ago.”

Another crucial factor is the move
by both Congress and the Bush ad-

Detroit Decides to Help Shape, Not Resist, Regulation of Emissions

Continued on Page 7

Hiroko Masuike for The New York Times

The Ford Mustang 500 GT KR, created by racing designer Carroll Shel-
by, is on display at the New York International Auto Show. 

By LAURIE J. FLYNN

Vonage Holdings, the Internet
phone company, had a wild ride in
the courtroom yesterday. 

First, a federal judge in Alexan-
dria, Va., barred Vonage from sign-
ing up new customers for its Internet
phone service. 

Then hours later, a federal appeals
court gave Vonage a temporary stay
of that injunction, allowing the com-
pany to continue to enroll customers
while it sought to overturn the lower
court ruling.

Vonage, based in Holmdel, N.J.,
has been entangled for years in a
patent dispute with Verizon Commu-

nications, which had accused it of vi-
olating three patents covering tech-
nology that allows low-cost voice
calls to be made over the Internet.

Yesterday, the United States Court
of Appeals for the Federal Circuit in
Washington issued its temporary
stay in response to a request from
Vonage. The move came after Judge
Claude M. Hilton of the Federal Dis-
trict Court in Alexandria, Va., issued
a partial injunction that said Vonage
could service existing customers but
not new ones. 

The court action came a month af-
ter a jury in the Eastern District of
Virginia ruled that Vonage was
guilty of patent infringement and or-

dered it to pay Verizon $58 million
and royalties on future sales. 

For Vonage, being able to continue
enrolling new subscribers was es-
sential — particularly in an industry
where customers tend to jump from
one provider to another.

The lawyer for Vonage told the
court yesterday that the company
loses more than 50,000 subscribers a
month, so being prevented from ac-
quiring new customers could have a
serious impact on the company’s
survival. 

“It’s the difference of cutting off
oxygen as opposed to the bullet in the
head,” the lawyer for Vonage, Roger
Warin, told the court, according to

The Associated Press.
Several years ago, Vonage was

among the very first to market with
technology that transmits voice calls
over the Internet, an approach
known as VoIP. It currently has 2.2
million customers. 

But the company has faltered bad-
ly in the face of competition from a
host of well-heeled cable and phone
companies, and its stock has lost 80
percent of its value since its initial
public offering.

During the last year, traditional
phone companies as well as the cable

A Setback Then a Reprieve for Vonage in Courts

Continued on Page 4

By TRACIE ROZHON

Nicola Bulgari entered his Manhattan office
as if he owned it, which, of course, as the grand-
son of Sotirio Bulgari, the great Roman jeweler,
he did. In the big room, with windows overlook-
ing Tiffany and Vuitton, almost everything
looked fairly old, at least since the last genera-
tion, including the portrait of his father leaning
against the wall, still unhung. Only a new white
sofa stuck out. It did not match his sensibility.

“I’m getting a dark-green leather one,” he
said, taking his place behind the desk and calling
out for colored jewels, for new collections, to
show off. Bring more and then more again, he
commanded a young woman who had already
brought several trays. One diamond ring, with a
stone as sparkling as an Arctic morning, was ad-
mired. “Two and a half million dollars,” he said
proudly.

The house of Bulgari is getting a face lift, not
just Mr. Bulgari’s office, but the entire Fifth Av-

enue store at the corner of 57th Street, a multi-
million-dollar rethinking of the old space that
had been “dark and secretive,” whispered an-
other aide. Much of the forbidding front wall —
the wall of a palazzo — has been ripped away and
huge windows, stretching almost from sidewalk
to roof, have been installed. Not a vault anymore,
but an atrium where the customer is made wel-
come, allowed to buy not only the one-of-a-kind
jewelry, but also the $19,000 python handbags
soon to be introduced (with Roman and Greek
coins imbedded in the skins), not to mention the
new $500 sunglasses.

Bulgari is breaking out, opening hotels in It-
aly and Bali and underwriting the opening festiv-
ities for the galleries of Hellenistic, Etruscan
and Roman art at the Metropolitan Museum of
Art the week of April 16. Bulgari is also making
an increasing amount of money: its 2006 earn-

Opening Up a Jewelry Box 
From Handbags to Hotels, Bulgari Is Remodeling Itself

Above, Ko Sasaki for The New York Times; below left, Tony Cenicola/The New York Times

Francesco Trapani, Bulgari’s chief executive, above, is a nephew of the vice chairman, Nicola Bulgari. Below, a 66-sapphire necklace.
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S.& P. 500 1,530.44 U 5.04

Dow industrials 13,611.68 U 45.84

Nasdaq composite 2,666.51 U 9.86
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The euro $1.3621 U 0.0023
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“The fundamental fact is that peo-
ple love television,” said Ralph J.
Roberts a few weeks ago. “And if you
can provide them with more televi-
sion, they love it even more.”

It was a stifling
Wednesday afternoon in
Philadelphia, but sitting at
his desk in a downtown
high-rise, Mr. Roberts
was decked out the way
businessmen used to

dress, back when the executive suite
was still a formal place, with a white
handkerchief peeking out of the front
pocket of an elegant suit. At 87, Mr.
Roberts still has a full head of white
hair, combed back in a way that re-
minded me of Paul Drake, the rakish
sidekick in the old “Perry Mason’’
show.

Some 47 years ago, Ralph Roberts
founded Comcast. He was a middle-
aged man who had recently aban-
doned the belt and suspender busi-
ness, and was looking for something
new. He found it in a tiny company in
Tupelo, Miss., which was erecting a
giant antenna to provide the local cit-
izenry with signals from the televi-
sion stations in Memphis, 90 miles
away. 

At that moment, Mr. Roberts be-
came a cable pioneer. Along with
Ted Turner, John Malone, Charles
Dolan of Cablevision, John Rigas of
Adelphia and a handful of others, he

was one of the men who built the ca-
ble industry, pulling off one of the
more unheralded achievements in
modern business: getting people to
pay for something they had always
assumed would be free. 

Today, most of the cable pioneers
have sold out or retired, or, in the sad
case of Mr. Rigas, gone to jail. But in
his understated Philadelphia way,
Mr. Roberts turned out to have more
ambition than the lot of them, and lo
these many years later, his company
is the biggest cable provider in the
country. It serves around 25 million
subscribers, employs 90,000 people
and will generate an estimated $31
billion in 2007 revenue.

Except that it isn’t his company
anymore. Not really. While Mr. Rob-
erts remains a Comcast director,
Comcast is his son’s company now.
And therein lies a story that is pretty
unusual in corporate America. And
pretty instructive, too.

T
HINK for a minute about the
generational sagas you usu-
ally read about in the busi-
ness pages. Rupert Mur-

doch’s son Lachlan decides he can no
longer work for his father, so he quits
his job as the publisher of The New
York Post. Charles Dolan and his son
James, who control Cablevision, al-
ways seem to be fussing and feuding
about something. Sumner Red-
stone’s daughter Shari has long been
viewed as his heir apparent. But her
octogenarian father can’t bring him-
self to let go of his companies, and he
has a deep need to show the world
who’s boss. Just last fall he publicly
criticized his daughter — even as he
was being sued by his son Brent.
Geesh. 

It’s never been like that with
Ralph Roberts and his son Brian,
who became Comcast’s president in
1990 at the age of 31, and has been
chairman and chief executive since
2004. “Theirs is a relationship of love
and mutual respect,” said David Cal-
houn, a former Pennsylvania politico
who joined the company five years
ago as executive vice president.
“They are incredibly close.” 

Brian Roberts knew he wanted to 
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Tim Shaffer for The New York Times

Brian Roberts, left, and his father,
Ralph Roberts, of Comcast.
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By MICHELINE MAYNARD
DETROIT, July 6 — The United

Automobile Workers union has
cracked open the door a little wider
to the kind of innovative deal on re-
tiree health care benefits that De-
troit auto companies would like to
see.

It also appears to have softened its
stance on dealing with private equity
firms, which could be good news for
Cerberus Capital Partners as it pre-
pares to complete its purchase of the
Chrysler Group.

The two steps came Friday, when
the U.A.W. and the United Steelwork-
ers union reached four-year agree-
ments with the Dana Corporation,
one of the nation’s biggest auto parts
companies, which is operating under
bankruptcy protection.

Those deals help position Dana to
reorganize — and give a glimpse of
the kind of steps the U.A.W. is willing
to consider, at least in the case of
companies in dire straits.

Dana will shift its liability for re-
tiree health care and long-term dis-
ability coverage for other workers to
a trust, called a Voluntary Employee
Benefit Association or V.E.B.A.,
moving the obligation off its books. 

It will contribute about $700 mil-
lion in cash and, once it reorganizes,
$80 million in stock to the trust,
which will be administered by the
unions.

The agreement is similar to one
reached by the Steelworkers at
Goodyear Tire and Rubber Compa-
ny, which set up a trust fund this
year for retiree health care liabil-
ities. Goodyear is investing about $1
billion in stock and cash.

The U.A.W. has agreed to such ar-
rangements in the past to take over
part of retiree health care obliga-
tions, particularly at Navistar,
where it reached a deal in 1992.
There are also partial health care
trusts at General Motors and the 

U.A.W. Pact
With Dana
Suggests 
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By JEREMY W. PETERS

The job market looked much like
the economy as a whole last month:
subdued but strong enough.

The Labor Department said yes-
terday that employers added 132,000
new jobs to their payrolls in June,
maintaining the recent pace of mod-
erate employment growth.

If the June report is any indication,
economists said, the labor market
should continue on a similar path for
the rest of the year.

The Labor Department also re-
ported yesterday that the national
unemployment rate was unchanged
at 4.5 percent for the third consec-
utive month. The employment-pop-
ulation ratio, meanwhile, rose a tenth
of a percentage point, to 63.1 percent.
The figure describes the ratio of em-
ployed people to the working-age
population; a rising number indi-
cates a rising rate of job creation.

Amid its signs of strength, howev-
er, the job market showed several
pockets of weakness. Hiring, for ex-
ample, was concentrated in just a
handful of sectors.

New jobs in education and health
services, leisure and hospitality, and
government totaled 138,000. Other
businesses — in manufacturing, fi-
nance and retailing — either experi-
enced little hiring or cut jobs last
month.

“It’s not as though we’re seeing
steady and broad-based job growth,”
said Richard F. Moody, chief econo-
mist for Mission Residential, a real
estate investment firm in Austin,
Tex. “It’s been fairly concentrated in
a relatively small number of indus-
tries.”

As the economy slowed consider-
ably from the end of 2006 through the
first quarter of this year, it seemed
likely that the malaise would eventu-
ally spread to the job market. But 

Jobs Report
Finds Growth
Still Moderate
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By JEREMY W. PETERS

Snack food companies are placing big-
ger bets on smaller packages. 

In just three years, sales of 100-calorie
packs of crackers, chips, cookies and can-
dy have passed the $20-million-a-year
mark, making them a breakout hit on par
with the SnackWells low-fat fad of the
1990’s. 

But food companies are cramming
store shelves with even more offerings,
and new ones are on the way. Frito-Lay
has started selling 100-calorie servings of
beef jerky. Pepperidge Farm said it was
developing several more 100-calorie vari-
ations of Goldfish and cookies, after roll-
ing out three new ones a couple of weeks

ago. In time for back-to-school, Hershey
said it would offer 100-calorie bags of
Twizzlers, and Nabisco will sell two new
cookies, Alpha-Bits and Animals Choco
Crackers, in 100-calorie packs.

Michael Simon, vice president for
snacks at Pepperidge Farm, a unit of
Campbell Soup, predicts that the market
for these pint-size packages could easily
double because of their simple appeal:
they help consumers eat less without hav-
ing to count calories themselves.

The growing popularity of these snack
packs — sales grew nearly 30 percent last
year — may also be another sign that
some consumers have had their fill of su-
persize food. Just last month, T.G.I. Fri-
day’s, one of the country’s largest restau-

rant chains, said that a new menu option
with smaller servings called Right Por-
tion, Right Price had helped increase
business at its restaurants, at a time
when similar chains are losing custom-
ers.

As a business concept, the idea is sim-
ple. Take an existing product, portion
smaller amounts of it into single-serving
bags, and sell several of the bags for
about the same or more as a regular-size
package. 

Consumers do not seem to mind paying
more even though they are getting fewer
Goldfish. 

“It’s the smaller bite sizes that res-
onate with people,” said Michelle Barry, a
vice president of the Hartman Group, a
food market research firm based in Belle-
vue, Wash. “I don’t think we see a lot of
small sizes in this country. Everything 

Fewer Bites.
Fewer Calories.
Lot More Profit.

Snacks in Small Single-Serving Packs
Aren’t Economical, but People Buy Them
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The Cost of Counting Calories

$1.99$5.26Snack food makers like 100-calorie packs because they can charge more per 
ounce of food. For example, a big 6.6-ounce bag of Goldfish costs $1.99, but 
a box of five 100-calorie packs sells for $2.99. It would take 8.8 smaller bags 
of Goldfish to equal the amount of food in the less expensive, larger bag. 
In effect, consumers are paying $5.26 for the same amount.

6.6 oz0.75 oz each

The New York Times

By DAVID BARBOZA

SHANGHAI, July 6 — China made new public
displays on Friday of its efforts to crack down
on defective products, sentencing a former top
drug safety official to death and disclosing an
investigation into cellphone batteries after one
reportedly exploded, killing a man when it
pierced his heart.

The country, facing mounting international
concerns about the quality and safety of goods
made in China, has taken several well-pub-
licized steps in recent months to show its de-
termination to curb the production and export
of unsafe or fraudulent products. It remains un-
clear, however, whether those steps will result
in significant improvements in quality. Still, be-
cause its economic growth has been fueled in
large part by exports, China has a strong incen-
tive to make changes.

In southern Guangdong Province, one of the
world’s biggest electronics manufacturing and
exporting centers, Chinese regulators said that
they had found batteries in Motorola and Nokia
mobile phones that failed safety tests and were
prone to explode under certain conditions.

Motorola and Nokia — two of the world’s big-
gest mobile phone makers — denied the batter-

ies were theirs, suggesting they were counter-
feit.

The batteries had labels that said they were
manufactured by Motorola and the Beijing op-
eration of Sanyo of Japan. Also on Friday, the
state-run news media said that a former high-
ranking official at the top food and drug watch-
dog agency in China had been sentenced to
death for corruption and approving counterfeit
drugs.

The former official, Cao Wenzhuang, was in
charge of drug registration approvals at the
state Food and Drug Administration until 2005.
He was accused of accepting more than $300,000
in bribes from two drug companies and helping
to undermine the public’s confidence.

Mr. Cao’s sentence was handed down by the
No. 1 Intermediate Court in Beijing less than
two months after the same court sentenced Agence France-Presse — Getty Images

China is taking action against the drug industry. A
pharmacist checks stocks at a hospital in Hefei.

China Steps Up Its Safety Efforts 
Charged With Corruption,

Ex-Regulator of Drugs
Is Sentenced to Death 
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In a small, packed meeting room
at the Manhattan headquarters of
TIAA-CREF, an earnest man named
James W. Keady rose to make a
speech. TIAA-CREF, as you proba-

bly know, is a huge finan-
cial services firm, with
more than $400 billion in
assets. Mr. Keady, 35, a
former college soccer
player with a master’s de-
gree in theology, is the

founder of a group called Educating
for Justice, which consists, essential-
ly, of himself and his wife. It has a
budget of $80,000.

TIAA-CREF’s primary mission is
to manage the retirement accounts
for over three million academics, re-
searchers, hospital workers and oth-
er members of the nonprofit uni-
verse. (The initials stand for Teach-
ers Insurance and Annuity Associa-
tion-College Retirement Equities
Fund.) Educating for Justice’s mis-
sion is narrower: Mr. Keady wants
to bring the giant Nike Corporation
to its knees. 

Or at least to force Nike to drasti-
cally improve the pay and working
conditions of the thousands of people
in developing countries who work in
the factories that produce its foot-
wear. In 1997, Mr. Keady was forced
off the St. John’s University soccer
coaching staff because he objected
so strenuously to a multimillion-dol-
lar deal the school was negotiating
with Nike. He has made Nike his
life’s work ever since, even living in
Indonesia for a while to better under-

stand the working conditions of the
factory employees.

“Nike executives feel certain that
the wages earned by people pro-
ducing Nike products are sufficient
for meeting an individual’s basic
needs in the local towns where goods
are produced,” he said Tuesday at
the TIAA-CREF mutual funds share-
holder meeting, his eyes ablaze with
passion. “Unfortunately, based on
Educating for Justice’s ongoing re-
search of the same, we are not as
convinced.” 

Like many activists, Mr. Keady
was making his complaint to TIAA-
CREF largely because of the firm’s
reputation for a kind of genteel activ-
ism. It also supports what’s called
socially responsible investing: that
is, investing in companies that have
strong records in areas like the envi-
ronment and human rights, and
avoiding companies with poor
records. In 1990, in response to com-
plaints by some of its academic cli-
ents who wanted to avoid investing in
mutual funds that held oil, tobacco,
military and other “bad” stocks,
TIAA-CREF began offering its first
“socially screened” investment prod-
uct. 

It currently has two; one of them,
the CREF Social Choice Account, is
the largest socially responsible in-
vesting vehicle in the country, with
$9 billion in assets. And it clearly
plans to do more. A few weeks ago,
TIAA-CREF came out with an updat-
ed policy statement on corporate
governance that stressed its desire 

Well-Meaning
But Misguided
Stock Screens 

JOE
NOCERA 
TALKING

BUSINESS 

Which company is
socially responsible?
It’s hard to tell.
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By EDMUND L. ANDREWS

WASHINGTON, April 6 — After
months of prodding China to crack
down on pirated copies of American
movies, music and software, the
Bush administration appears ready
to escalate the dispute into a legal
confrontation.

In recent weeks, administration of-
ficials have strongly hinted that they
are close to filing a formal trade
complaint against China at the World
Trade Organization, saying that Chi-
na has failed to prosecute all but a
small fraction of the ubiquitous and
visible street trade in bootlegged
American entertainment.

“The United States has made it
clear that formal W.T.O. consulta-
tions will be necessary without con-
crete actions by China in this area,”
the office of the United States trade
representative warned this week in
its annual trade report to Congress.

The administration went on to
complain about “inadequate” en-
forcement of intellectual property
rights — copyrights, patents and
trademarks — in movies, music,
books, pharmaceuticals, software
and many other areas.

The China Copyright Alliance, an
industry coalition that includes Hol-
lywood studios, independent movie
and television producers and the re-
cording industry, has been pushing
the administration for months to file
a formal legal complaint. Adminis-
tration officials have made it clear
they are preparing to do so.

“We’re all going to run out of pa-
tience at some point, and that’s going
to be sooner rather than later,” said
Susan C. Schwab, the United States
trade representative, in a speech on
Feb. 22.

Bloomberg News, citing industry 
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By DAMON DARLIN
Say you are looking for a deal on

an airline flight. The Internet
abounds with offers for low fares.
You can find them on the major In-
ternet travel agent sites like Orbitz,
Travelocity or on more specialized
sites like Cheaptickets.com or
Sidestep.com. 

Those can be useful, but they have
limits. How do you know, for in-
stance, that that low fare really is a
deal? A number of Web sites have re-
cently been created that specialize in
spotting true bargains. All of them do
what any bargain hunter is supposed
to do: watch the marketplace for
anomalies, whether they are money-
saving air tickets, discount hotel
rooms or frequent-flier bonuses. 

Farecast.com, which gathered a
following with technology that en-
ables it to predict the direction of air-
fares on a particular route, is back
with another innovation that it says
can distinguish the best deals in air
travel.

Hugh Crean, the chief executive of
the Seattle company, said, “We
flipped the deal concept.” He said
that to determine whether a deal was
anything more than a marketing
tool, the Web site mined its database
of airfares to look for good prices rel-
ative to others and those in the past. 

What makes this an ideal task for
computers, he said, is that a person
looking for the best fare for a flight
on a particular day from, say, San
Francisco, would have to study 600
possibilities from each of the area’s
three major airports. Since it was al-
ready tracking price data from air-
lines, Farecast was not daunted by
the amount of information. 

“We are the only ones who look at
everything every day,” Mr. Crean
said. Artificial intelligence was all
that was needed to spot the deals. 

On its site, a person goes to the
Farecast Deals section and clicks on
the departure city and a list of deals
pops up. Each entry includes an ex-
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By MICHELINE MAYNARD
and NICK BUNKLEY

The New York International Auto
Show, which opened to the public yes-
terday, is a picture of an industry
with a cloud over its head.

While the Jacob K. Javits Conven-
tion Center abounds with flashy new
vehicles like the big Lexus LX 570, a
sport utility vehicle equipped with 19
speakers and 10 air bags, and the
high-powered Ford Mustang 500 GT
KR, created by the longtime racing
designer Carroll Shelby, the carmak-
ers are also contending with the pos-
sibility that such gas-guzzling vehi-
cles may soon become harder to sell.

On Monday, the Supreme Court
ruled that the Environmental Pro-
tection Agency has the authority to
regulate carbon dioxide and other

greenhouse gases from automobiles.
The primary way that can be done,
carmakers and environmentalists
say, is to increase automobile fuel
economy.

In normal times, that would raise
hackles from Detroit carmakers,
which have a long history of fighting
regulations covering both fuel econ-
omy and tailpipe emissions. But this
week, company executives were say-
ing something different.

Rather than openly battle regula-
tions that would force them to make
vehicles more efficient, automakers
and their Washington trade group
are saying they want an active role
in the movement to reduce the dam-
age vehicles do to the environment.

One reason is public pressure, said
Steve Sturm, group vice president

for Toyota in North America. “Look
at how many people went to see Al
Gore’s movie,” Mr. Sturm said, re-
ferring to “An Inconvenient Truth.”

Environmental issues are “in the
news every week,” Mr. Sturm added.
“It keeps getting major headlines.”

Exhaust emissions from the tail-
pipes of cars and trucks account for
about a fifth of the country’s total
emissions of heat-trapping gases. 

“People get it now,” said David
Doniger, a lawyer and climate center
policy director of the Natural Re-
sources Defense Council. “They
didn’t pay much attention to global
warming five years ago.”

Another crucial factor is the move
by both Congress and the Bush ad-
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Hiroko Masuike for The New York Times

The Ford Mustang 500 GT KR, created by racing designer Carroll Shel-
by, is on display at the New York International Auto Show. 

By LAURIE J. FLYNN

Vonage Holdings, the Internet
phone company, had a wild ride in
the courtroom yesterday. 

First, a federal judge in Alexan-
dria, Va., barred Vonage from sign-
ing up new customers for its Internet
phone service. 

Then hours later, a federal appeals
court gave Vonage a temporary stay
of that injunction, allowing the com-
pany to continue to enroll customers
while it sought to overturn the lower
court ruling.

Vonage, based in Holmdel, N.J.,
has been entangled for years in a
patent dispute with Verizon Commu-

nications, which had accused it of vi-
olating three patents covering tech-
nology that allows low-cost voice
calls to be made over the Internet.

Yesterday, the United States Court
of Appeals for the Federal Circuit in
Washington issued its temporary
stay in response to a request from
Vonage. The move came after Judge
Claude M. Hilton of the Federal Dis-
trict Court in Alexandria, Va., issued
a partial injunction that said Vonage
could service existing customers but
not new ones. 

The court action came a month af-
ter a jury in the Eastern District of
Virginia ruled that Vonage was
guilty of patent infringement and or-

dered it to pay Verizon $58 million
and royalties on future sales. 

For Vonage, being able to continue
enrolling new subscribers was es-
sential — particularly in an industry
where customers tend to jump from
one provider to another.

The lawyer for Vonage told the
court yesterday that the company
loses more than 50,000 subscribers a
month, so being prevented from ac-
quiring new customers could have a
serious impact on the company’s
survival. 

“It’s the difference of cutting off
oxygen as opposed to the bullet in the
head,” the lawyer for Vonage, Roger
Warin, told the court, according to

The Associated Press.
Several years ago, Vonage was

among the very first to market with
technology that transmits voice calls
over the Internet, an approach
known as VoIP. It currently has 2.2
million customers. 

But the company has faltered bad-
ly in the face of competition from a
host of well-heeled cable and phone
companies, and its stock has lost 80
percent of its value since its initial
public offering.

During the last year, traditional
phone companies as well as the cable

A Setback Then a Reprieve for Vonage in Courts
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By TRACIE ROZHON

Nicola Bulgari entered his Manhattan office
as if he owned it, which, of course, as the grand-
son of Sotirio Bulgari, the great Roman jeweler,
he did. In the big room, with windows overlook-
ing Tiffany and Vuitton, almost everything
looked fairly old, at least since the last genera-
tion, including the portrait of his father leaning
against the wall, still unhung. Only a new white
sofa stuck out. It did not match his sensibility.

“I’m getting a dark-green leather one,” he
said, taking his place behind the desk and calling
out for colored jewels, for new collections, to
show off. Bring more and then more again, he
commanded a young woman who had already
brought several trays. One diamond ring, with a
stone as sparkling as an Arctic morning, was ad-
mired. “Two and a half million dollars,” he said
proudly.

The house of Bulgari is getting a face lift, not
just Mr. Bulgari’s office, but the entire Fifth Av-

enue store at the corner of 57th Street, a multi-
million-dollar rethinking of the old space that
had been “dark and secretive,” whispered an-
other aide. Much of the forbidding front wall —
the wall of a palazzo — has been ripped away and
huge windows, stretching almost from sidewalk
to roof, have been installed. Not a vault anymore,
but an atrium where the customer is made wel-
come, allowed to buy not only the one-of-a-kind
jewelry, but also the $19,000 python handbags
soon to be introduced (with Roman and Greek
coins imbedded in the skins), not to mention the
new $500 sunglasses.

Bulgari is breaking out, opening hotels in It-
aly and Bali and underwriting the opening festiv-
ities for the galleries of Hellenistic, Etruscan
and Roman art at the Metropolitan Museum of
Art the week of April 16. Bulgari is also making
an increasing amount of money: its 2006 earn-

Opening Up a Jewelry Box 
From Handbags to Hotels, Bulgari Is Remodeling Itself

Above, Ko Sasaki for The New York Times; below left, Tony Cenicola/The New York Times

Francesco Trapani, Bulgari’s chief executive, above, is a nephew of the vice chairman, Nicola Bulgari. Below, a 66-sapphire necklace.
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In a small, packed meeting room
at the Manhattan headquarters of
TIAA-CREF, an earnest man named
James W. Keady rose to make a
speech. TIAA-CREF, as you proba-

bly know, is a huge finan-
cial services firm, with
more than $400 billion in
assets. Mr. Keady, 35, a
former college soccer
player with a master’s de-
gree in theology, is the

founder of a group called Educating
for Justice, which consists, essential-
ly, of himself and his wife. It has a
budget of $80,000.

TIAA-CREF’s primary mission is
to manage the retirement accounts
for over three million academics, re-
searchers, hospital workers and oth-
er members of the nonprofit uni-
verse. (The initials stand for Teach-
ers Insurance and Annuity Associa-
tion-College Retirement Equities
Fund.) Educating for Justice’s mis-
sion is narrower: Mr. Keady wants
to bring the giant Nike Corporation
to its knees. 

Or at least to force Nike to drasti-
cally improve the pay and working
conditions of the thousands of people
in developing countries who work in
the factories that produce its foot-
wear. In 1997, Mr. Keady was forced
off the St. John’s University soccer
coaching staff because he objected
so strenuously to a multimillion-dol-
lar deal the school was negotiating
with Nike. He has made Nike his
life’s work ever since, even living in
Indonesia for a while to better under-

stand the working conditions of the
factory employees.

“Nike executives feel certain that
the wages earned by people pro-
ducing Nike products are sufficient
for meeting an individual’s basic
needs in the local towns where goods
are produced,” he said Tuesday at
the TIAA-CREF mutual funds share-
holder meeting, his eyes ablaze with
passion. “Unfortunately, based on
Educating for Justice’s ongoing re-
search of the same, we are not as
convinced.” 

Like many activists, Mr. Keady
was making his complaint to TIAA-
CREF largely because of the firm’s
reputation for a kind of genteel activ-
ism. It also supports what’s called
socially responsible investing: that
is, investing in companies that have
strong records in areas like the envi-
ronment and human rights, and
avoiding companies with poor
records. In 1990, in response to com-
plaints by some of its academic cli-
ents who wanted to avoid investing in
mutual funds that held oil, tobacco,
military and other “bad” stocks,
TIAA-CREF began offering its first
“socially screened” investment prod-
uct. 

It currently has two; one of them,
the CREF Social Choice Account, is
the largest socially responsible in-
vesting vehicle in the country, with
$9 billion in assets. And it clearly
plans to do more. A few weeks ago,
TIAA-CREF came out with an updat-
ed policy statement on corporate
governance that stressed its desire 
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By EDMUND L. ANDREWS

WASHINGTON, April 6 — After
months of prodding China to crack
down on pirated copies of American
movies, music and software, the
Bush administration appears ready
to escalate the dispute into a legal
confrontation.

In recent weeks, administration of-
ficials have strongly hinted that they
are close to filing a formal trade
complaint against China at the World
Trade Organization, saying that Chi-
na has failed to prosecute all but a
small fraction of the ubiquitous and
visible street trade in bootlegged
American entertainment.

“The United States has made it
clear that formal W.T.O. consulta-
tions will be necessary without con-
crete actions by China in this area,”
the office of the United States trade
representative warned this week in
its annual trade report to Congress.

The administration went on to
complain about “inadequate” en-
forcement of intellectual property
rights — copyrights, patents and
trademarks — in movies, music,
books, pharmaceuticals, software
and many other areas.

The China Copyright Alliance, an
industry coalition that includes Hol-
lywood studios, independent movie
and television producers and the re-
cording industry, has been pushing
the administration for months to file
a formal legal complaint. Adminis-
tration officials have made it clear
they are preparing to do so.

“We’re all going to run out of pa-
tience at some point, and that’s going
to be sooner rather than later,” said
Susan C. Schwab, the United States
trade representative, in a speech on
Feb. 22.

Bloomberg News, citing industry 
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By DAMON DARLIN
Say you are looking for a deal on

an airline flight. The Internet
abounds with offers for low fares.
You can find them on the major In-
ternet travel agent sites like Orbitz,
Travelocity or on more specialized
sites like Cheaptickets.com or
Sidestep.com. 

Those can be useful, but they have
limits. How do you know, for in-
stance, that that low fare really is a
deal? A number of Web sites have re-
cently been created that specialize in
spotting true bargains. All of them do
what any bargain hunter is supposed
to do: watch the marketplace for
anomalies, whether they are money-
saving air tickets, discount hotel
rooms or frequent-flier bonuses. 

Farecast.com, which gathered a
following with technology that en-
ables it to predict the direction of air-
fares on a particular route, is back
with another innovation that it says
can distinguish the best deals in air
travel.

Hugh Crean, the chief executive of
the Seattle company, said, “We
flipped the deal concept.” He said
that to determine whether a deal was
anything more than a marketing
tool, the Web site mined its database
of airfares to look for good prices rel-
ative to others and those in the past. 

What makes this an ideal task for
computers, he said, is that a person
looking for the best fare for a flight
on a particular day from, say, San
Francisco, would have to study 600
possibilities from each of the area’s
three major airports. Since it was al-
ready tracking price data from air-
lines, Farecast was not daunted by
the amount of information. 

“We are the only ones who look at
everything every day,” Mr. Crean
said. Artificial intelligence was all
that was needed to spot the deals. 

On its site, a person goes to the
Farecast Deals section and clicks on
the departure city and a list of deals
pops up. Each entry includes an ex-
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By MICHELINE MAYNARD
and NICK BUNKLEY

The New York International Auto
Show, which opened to the public yes-
terday, is a picture of an industry
with a cloud over its head.

While the Jacob K. Javits Conven-
tion Center abounds with flashy new
vehicles like the big Lexus LX 570, a
sport utility vehicle equipped with 19
speakers and 10 air bags, and the
high-powered Ford Mustang 500 GT
KR, created by the longtime racing
designer Carroll Shelby, the carmak-
ers are also contending with the pos-
sibility that such gas-guzzling vehi-
cles may soon become harder to sell.

On Monday, the Supreme Court
ruled that the Environmental Pro-
tection Agency has the authority to
regulate carbon dioxide and other

greenhouse gases from automobiles.
The primary way that can be done,
carmakers and environmentalists
say, is to increase automobile fuel
economy.

In normal times, that would raise
hackles from Detroit carmakers,
which have a long history of fighting
regulations covering both fuel econ-
omy and tailpipe emissions. But this
week, company executives were say-
ing something different.

Rather than openly battle regula-
tions that would force them to make
vehicles more efficient, automakers
and their Washington trade group
are saying they want an active role
in the movement to reduce the dam-
age vehicles do to the environment.

One reason is public pressure, said
Steve Sturm, group vice president

for Toyota in North America. “Look
at how many people went to see Al
Gore’s movie,” Mr. Sturm said, re-
ferring to “An Inconvenient Truth.”

Environmental issues are “in the
news every week,” Mr. Sturm added.
“It keeps getting major headlines.”

Exhaust emissions from the tail-
pipes of cars and trucks account for
about a fifth of the country’s total
emissions of heat-trapping gases. 

“People get it now,” said David
Doniger, a lawyer and climate center
policy director of the Natural Re-
sources Defense Council. “They
didn’t pay much attention to global
warming five years ago.”

Another crucial factor is the move
by both Congress and the Bush ad-
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The Ford Mustang 500 GT KR, created by racing designer Carroll Shel-
by, is on display at the New York International Auto Show. 

By LAURIE J. FLYNN

Vonage Holdings, the Internet
phone company, had a wild ride in
the courtroom yesterday. 

First, a federal judge in Alexan-
dria, Va., barred Vonage from sign-
ing up new customers for its Internet
phone service. 

Then hours later, a federal appeals
court gave Vonage a temporary stay
of that injunction, allowing the com-
pany to continue to enroll customers
while it sought to overturn the lower
court ruling.

Vonage, based in Holmdel, N.J.,
has been entangled for years in a
patent dispute with Verizon Commu-

nications, which had accused it of vi-
olating three patents covering tech-
nology that allows low-cost voice
calls to be made over the Internet.

Yesterday, the United States Court
of Appeals for the Federal Circuit in
Washington issued its temporary
stay in response to a request from
Vonage. The move came after Judge
Claude M. Hilton of the Federal Dis-
trict Court in Alexandria, Va., issued
a partial injunction that said Vonage
could service existing customers but
not new ones. 

The court action came a month af-
ter a jury in the Eastern District of
Virginia ruled that Vonage was
guilty of patent infringement and or-

dered it to pay Verizon $58 million
and royalties on future sales. 

For Vonage, being able to continue
enrolling new subscribers was es-
sential — particularly in an industry
where customers tend to jump from
one provider to another.

The lawyer for Vonage told the
court yesterday that the company
loses more than 50,000 subscribers a
month, so being prevented from ac-
quiring new customers could have a
serious impact on the company’s
survival. 

“It’s the difference of cutting off
oxygen as opposed to the bullet in the
head,” the lawyer for Vonage, Roger
Warin, told the court, according to

The Associated Press.
Several years ago, Vonage was

among the very first to market with
technology that transmits voice calls
over the Internet, an approach
known as VoIP. It currently has 2.2
million customers. 

But the company has faltered bad-
ly in the face of competition from a
host of well-heeled cable and phone
companies, and its stock has lost 80
percent of its value since its initial
public offering.

During the last year, traditional
phone companies as well as the cable

A Setback Then a Reprieve for Vonage in Courts
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By TRACIE ROZHON

Nicola Bulgari entered his Manhattan office
as if he owned it, which, of course, as the grand-
son of Sotirio Bulgari, the great Roman jeweler,
he did. In the big room, with windows overlook-
ing Tiffany and Vuitton, almost everything
looked fairly old, at least since the last genera-
tion, including the portrait of his father leaning
against the wall, still unhung. Only a new white
sofa stuck out. It did not match his sensibility.

“I’m getting a dark-green leather one,” he
said, taking his place behind the desk and calling
out for colored jewels, for new collections, to
show off. Bring more and then more again, he
commanded a young woman who had already
brought several trays. One diamond ring, with a
stone as sparkling as an Arctic morning, was ad-
mired. “Two and a half million dollars,” he said
proudly.

The house of Bulgari is getting a face lift, not
just Mr. Bulgari’s office, but the entire Fifth Av-

enue store at the corner of 57th Street, a multi-
million-dollar rethinking of the old space that
had been “dark and secretive,” whispered an-
other aide. Much of the forbidding front wall —
the wall of a palazzo — has been ripped away and
huge windows, stretching almost from sidewalk
to roof, have been installed. Not a vault anymore,
but an atrium where the customer is made wel-
come, allowed to buy not only the one-of-a-kind
jewelry, but also the $19,000 python handbags
soon to be introduced (with Roman and Greek
coins imbedded in the skins), not to mention the
new $500 sunglasses.

Bulgari is breaking out, opening hotels in It-
aly and Bali and underwriting the opening festiv-
ities for the galleries of Hellenistic, Etruscan
and Roman art at the Metropolitan Museum of
Art the week of April 16. Bulgari is also making
an increasing amount of money: its 2006 earn-

Opening Up a Jewelry Box 
From Handbags to Hotels, Bulgari Is Remodeling Itself

Above, Ko Sasaki for The New York Times; below left, Tony Cenicola/The New York Times

Francesco Trapani, Bulgari’s chief executive, above, is a nephew of the vice chairman, Nicola Bulgari. Below, a 66-sapphire necklace.
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In a small, packed meeting room
at the Manhattan headquarters of
TIAA-CREF, an earnest man named
James W. Keady rose to make a
speech. TIAA-CREF, as you proba-

bly know, is a huge finan-
cial services firm, with
more than $400 billion in
assets. Mr. Keady, 35, a
former college soccer
player with a master’s de-
gree in theology, is the

founder of a group called Educating
for Justice, which consists, essential-
ly, of himself and his wife. It has a
budget of $80,000.

TIAA-CREF’s primary mission is
to manage the retirement accounts
for over three million academics, re-
searchers, hospital workers and oth-
er members of the nonprofit uni-
verse. (The initials stand for Teach-
ers Insurance and Annuity Associa-
tion-College Retirement Equities
Fund.) Educating for Justice’s mis-
sion is narrower: Mr. Keady wants
to bring the giant Nike Corporation
to its knees. 

Or at least to force Nike to drasti-
cally improve the pay and working
conditions of the thousands of people
in developing countries who work in
the factories that produce its foot-
wear. In 1997, Mr. Keady was forced
off the St. John’s University soccer
coaching staff because he objected
so strenuously to a multimillion-dol-
lar deal the school was negotiating
with Nike. He has made Nike his
life’s work ever since, even living in
Indonesia for a while to better under-

stand the working conditions of the
factory employees.

“Nike executives feel certain that
the wages earned by people pro-
ducing Nike products are sufficient
for meeting an individual’s basic
needs in the local towns where goods
are produced,” he said Tuesday at
the TIAA-CREF mutual funds share-
holder meeting, his eyes ablaze with
passion. “Unfortunately, based on
Educating for Justice’s ongoing re-
search of the same, we are not as
convinced.” 

Like many activists, Mr. Keady
was making his complaint to TIAA-
CREF largely because of the firm’s
reputation for a kind of genteel activ-
ism. It also supports what’s called
socially responsible investing: that
is, investing in companies that have
strong records in areas like the envi-
ronment and human rights, and
avoiding companies with poor
records. In 1990, in response to com-
plaints by some of its academic cli-
ents who wanted to avoid investing in
mutual funds that held oil, tobacco,
military and other “bad” stocks,
TIAA-CREF began offering its first
“socially screened” investment prod-
uct. 

It currently has two; one of them,
the CREF Social Choice Account, is
the largest socially responsible in-
vesting vehicle in the country, with
$9 billion in assets. And it clearly
plans to do more. A few weeks ago,
TIAA-CREF came out with an updat-
ed policy statement on corporate
governance that stressed its desire 
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By EDMUND L. ANDREWS

WASHINGTON, April 6 — After
months of prodding China to crack
down on pirated copies of American
movies, music and software, the
Bush administration appears ready
to escalate the dispute into a legal
confrontation.

In recent weeks, administration of-
ficials have strongly hinted that they
are close to filing a formal trade
complaint against China at the World
Trade Organization, saying that Chi-
na has failed to prosecute all but a
small fraction of the ubiquitous and
visible street trade in bootlegged
American entertainment.

“The United States has made it
clear that formal W.T.O. consulta-
tions will be necessary without con-
crete actions by China in this area,”
the office of the United States trade
representative warned this week in
its annual trade report to Congress.

The administration went on to
complain about “inadequate” en-
forcement of intellectual property
rights — copyrights, patents and
trademarks — in movies, music,
books, pharmaceuticals, software
and many other areas.

The China Copyright Alliance, an
industry coalition that includes Hol-
lywood studios, independent movie
and television producers and the re-
cording industry, has been pushing
the administration for months to file
a formal legal complaint. Adminis-
tration officials have made it clear
they are preparing to do so.

“We’re all going to run out of pa-
tience at some point, and that’s going
to be sooner rather than later,” said
Susan C. Schwab, the United States
trade representative, in a speech on
Feb. 22.

Bloomberg News, citing industry 
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By DAMON DARLIN
Say you are looking for a deal on

an airline flight. The Internet
abounds with offers for low fares.
You can find them on the major In-
ternet travel agent sites like Orbitz,
Travelocity or on more specialized
sites like Cheaptickets.com or
Sidestep.com. 

Those can be useful, but they have
limits. How do you know, for in-
stance, that that low fare really is a
deal? A number of Web sites have re-
cently been created that specialize in
spotting true bargains. All of them do
what any bargain hunter is supposed
to do: watch the marketplace for
anomalies, whether they are money-
saving air tickets, discount hotel
rooms or frequent-flier bonuses. 

Farecast.com, which gathered a
following with technology that en-
ables it to predict the direction of air-
fares on a particular route, is back
with another innovation that it says
can distinguish the best deals in air
travel.

Hugh Crean, the chief executive of
the Seattle company, said, “We
flipped the deal concept.” He said
that to determine whether a deal was
anything more than a marketing
tool, the Web site mined its database
of airfares to look for good prices rel-
ative to others and those in the past. 

What makes this an ideal task for
computers, he said, is that a person
looking for the best fare for a flight
on a particular day from, say, San
Francisco, would have to study 600
possibilities from each of the area’s
three major airports. Since it was al-
ready tracking price data from air-
lines, Farecast was not daunted by
the amount of information. 

“We are the only ones who look at
everything every day,” Mr. Crean
said. Artificial intelligence was all
that was needed to spot the deals. 

On its site, a person goes to the
Farecast Deals section and clicks on
the departure city and a list of deals
pops up. Each entry includes an ex-
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By MICHELINE MAYNARD
and NICK BUNKLEY

The New York International Auto
Show, which opened to the public yes-
terday, is a picture of an industry
with a cloud over its head.

While the Jacob K. Javits Conven-
tion Center abounds with flashy new
vehicles like the big Lexus LX 570, a
sport utility vehicle equipped with 19
speakers and 10 air bags, and the
high-powered Ford Mustang 500 GT
KR, created by the longtime racing
designer Carroll Shelby, the carmak-
ers are also contending with the pos-
sibility that such gas-guzzling vehi-
cles may soon become harder to sell.

On Monday, the Supreme Court
ruled that the Environmental Pro-
tection Agency has the authority to
regulate carbon dioxide and other

greenhouse gases from automobiles.
The primary way that can be done,
carmakers and environmentalists
say, is to increase automobile fuel
economy.

In normal times, that would raise
hackles from Detroit carmakers,
which have a long history of fighting
regulations covering both fuel econ-
omy and tailpipe emissions. But this
week, company executives were say-
ing something different.

Rather than openly battle regula-
tions that would force them to make
vehicles more efficient, automakers
and their Washington trade group
are saying they want an active role
in the movement to reduce the dam-
age vehicles do to the environment.

One reason is public pressure, said
Steve Sturm, group vice president

for Toyota in North America. “Look
at how many people went to see Al
Gore’s movie,” Mr. Sturm said, re-
ferring to “An Inconvenient Truth.”

Environmental issues are “in the
news every week,” Mr. Sturm added.
“It keeps getting major headlines.”

Exhaust emissions from the tail-
pipes of cars and trucks account for
about a fifth of the country’s total
emissions of heat-trapping gases. 

“People get it now,” said David
Doniger, a lawyer and climate center
policy director of the Natural Re-
sources Defense Council. “They
didn’t pay much attention to global
warming five years ago.”

Another crucial factor is the move
by both Congress and the Bush ad-
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The Ford Mustang 500 GT KR, created by racing designer Carroll Shel-
by, is on display at the New York International Auto Show. 

By LAURIE J. FLYNN

Vonage Holdings, the Internet
phone company, had a wild ride in
the courtroom yesterday. 

First, a federal judge in Alexan-
dria, Va., barred Vonage from sign-
ing up new customers for its Internet
phone service. 

Then hours later, a federal appeals
court gave Vonage a temporary stay
of that injunction, allowing the com-
pany to continue to enroll customers
while it sought to overturn the lower
court ruling.

Vonage, based in Holmdel, N.J.,
has been entangled for years in a
patent dispute with Verizon Commu-

nications, which had accused it of vi-
olating three patents covering tech-
nology that allows low-cost voice
calls to be made over the Internet.

Yesterday, the United States Court
of Appeals for the Federal Circuit in
Washington issued its temporary
stay in response to a request from
Vonage. The move came after Judge
Claude M. Hilton of the Federal Dis-
trict Court in Alexandria, Va., issued
a partial injunction that said Vonage
could service existing customers but
not new ones. 

The court action came a month af-
ter a jury in the Eastern District of
Virginia ruled that Vonage was
guilty of patent infringement and or-

dered it to pay Verizon $58 million
and royalties on future sales. 

For Vonage, being able to continue
enrolling new subscribers was es-
sential — particularly in an industry
where customers tend to jump from
one provider to another.

The lawyer for Vonage told the
court yesterday that the company
loses more than 50,000 subscribers a
month, so being prevented from ac-
quiring new customers could have a
serious impact on the company’s
survival. 

“It’s the difference of cutting off
oxygen as opposed to the bullet in the
head,” the lawyer for Vonage, Roger
Warin, told the court, according to

The Associated Press.
Several years ago, Vonage was

among the very first to market with
technology that transmits voice calls
over the Internet, an approach
known as VoIP. It currently has 2.2
million customers. 

But the company has faltered bad-
ly in the face of competition from a
host of well-heeled cable and phone
companies, and its stock has lost 80
percent of its value since its initial
public offering.

During the last year, traditional
phone companies as well as the cable

A Setback Then a Reprieve for Vonage in Courts
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By TRACIE ROZHON

Nicola Bulgari entered his Manhattan office
as if he owned it, which, of course, as the grand-
son of Sotirio Bulgari, the great Roman jeweler,
he did. In the big room, with windows overlook-
ing Tiffany and Vuitton, almost everything
looked fairly old, at least since the last genera-
tion, including the portrait of his father leaning
against the wall, still unhung. Only a new white
sofa stuck out. It did not match his sensibility.

“I’m getting a dark-green leather one,” he
said, taking his place behind the desk and calling
out for colored jewels, for new collections, to
show off. Bring more and then more again, he
commanded a young woman who had already
brought several trays. One diamond ring, with a
stone as sparkling as an Arctic morning, was ad-
mired. “Two and a half million dollars,” he said
proudly.

The house of Bulgari is getting a face lift, not
just Mr. Bulgari’s office, but the entire Fifth Av-

enue store at the corner of 57th Street, a multi-
million-dollar rethinking of the old space that
had been “dark and secretive,” whispered an-
other aide. Much of the forbidding front wall —
the wall of a palazzo — has been ripped away and
huge windows, stretching almost from sidewalk
to roof, have been installed. Not a vault anymore,
but an atrium where the customer is made wel-
come, allowed to buy not only the one-of-a-kind
jewelry, but also the $19,000 python handbags
soon to be introduced (with Roman and Greek
coins imbedded in the skins), not to mention the
new $500 sunglasses.

Bulgari is breaking out, opening hotels in It-
aly and Bali and underwriting the opening festiv-
ities for the galleries of Hellenistic, Etruscan
and Roman art at the Metropolitan Museum of
Art the week of April 16. Bulgari is also making
an increasing amount of money: its 2006 earn-

Opening Up a Jewelry Box 
From Handbags to Hotels, Bulgari Is Remodeling Itself

Above, Ko Sasaki for The New York Times; below left, Tony Cenicola/The New York Times

Francesco Trapani, Bulgari’s chief executive, above, is a nephew of the vice chairman, Nicola Bulgari. Below, a 66-sapphire necklace.
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In a small, packed meeting room
at the Manhattan headquarters of
TIAA-CREF, an earnest man named
James W. Keady rose to make a
speech. TIAA-CREF, as you proba-

bly know, is a huge finan-
cial services firm, with
more than $400 billion in
assets. Mr. Keady, 35, a
former college soccer
player with a master’s de-
gree in theology, is the

founder of a group called Educating
for Justice, which consists, essential-
ly, of himself and his wife. It has a
budget of $80,000.

TIAA-CREF’s primary mission is
to manage the retirement accounts
for over three million academics, re-
searchers, hospital workers and oth-
er members of the nonprofit uni-
verse. (The initials stand for Teach-
ers Insurance and Annuity Associa-
tion-College Retirement Equities
Fund.) Educating for Justice’s mis-
sion is narrower: Mr. Keady wants
to bring the giant Nike Corporation
to its knees. 

Or at least to force Nike to drasti-
cally improve the pay and working
conditions of the thousands of people
in developing countries who work in
the factories that produce its foot-
wear. In 1997, Mr. Keady was forced
off the St. John’s University soccer
coaching staff because he objected
so strenuously to a multimillion-dol-
lar deal the school was negotiating
with Nike. He has made Nike his
life’s work ever since, even living in
Indonesia for a while to better under-

stand the working conditions of the
factory employees.

“Nike executives feel certain that
the wages earned by people pro-
ducing Nike products are sufficient
for meeting an individual’s basic
needs in the local towns where goods
are produced,” he said Tuesday at
the TIAA-CREF mutual funds share-
holder meeting, his eyes ablaze with
passion. “Unfortunately, based on
Educating for Justice’s ongoing re-
search of the same, we are not as
convinced.” 

Like many activists, Mr. Keady
was making his complaint to TIAA-
CREF largely because of the firm’s
reputation for a kind of genteel activ-
ism. It also supports what’s called
socially responsible investing: that
is, investing in companies that have
strong records in areas like the envi-
ronment and human rights, and
avoiding companies with poor
records. In 1990, in response to com-
plaints by some of its academic cli-
ents who wanted to avoid investing in
mutual funds that held oil, tobacco,
military and other “bad” stocks,
TIAA-CREF began offering its first
“socially screened” investment prod-
uct. 

It currently has two; one of them,
the CREF Social Choice Account, is
the largest socially responsible in-
vesting vehicle in the country, with
$9 billion in assets. And it clearly
plans to do more. A few weeks ago,
TIAA-CREF came out with an updat-
ed policy statement on corporate
governance that stressed its desire 
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By EDMUND L. ANDREWS

WASHINGTON, April 6 — After
months of prodding China to crack
down on pirated copies of American
movies, music and software, the
Bush administration appears ready
to escalate the dispute into a legal
confrontation.

In recent weeks, administration of-
ficials have strongly hinted that they
are close to filing a formal trade
complaint against China at the World
Trade Organization, saying that Chi-
na has failed to prosecute all but a
small fraction of the ubiquitous and
visible street trade in bootlegged
American entertainment.

“The United States has made it
clear that formal W.T.O. consulta-
tions will be necessary without con-
crete actions by China in this area,”
the office of the United States trade
representative warned this week in
its annual trade report to Congress.

The administration went on to
complain about “inadequate” en-
forcement of intellectual property
rights — copyrights, patents and
trademarks — in movies, music,
books, pharmaceuticals, software
and many other areas.

The China Copyright Alliance, an
industry coalition that includes Hol-
lywood studios, independent movie
and television producers and the re-
cording industry, has been pushing
the administration for months to file
a formal legal complaint. Adminis-
tration officials have made it clear
they are preparing to do so.

“We’re all going to run out of pa-
tience at some point, and that’s going
to be sooner rather than later,” said
Susan C. Schwab, the United States
trade representative, in a speech on
Feb. 22.

Bloomberg News, citing industry 
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By DAMON DARLIN
Say you are looking for a deal on

an airline flight. The Internet
abounds with offers for low fares.
You can find them on the major In-
ternet travel agent sites like Orbitz,
Travelocity or on more specialized
sites like Cheaptickets.com or
Sidestep.com. 

Those can be useful, but they have
limits. How do you know, for in-
stance, that that low fare really is a
deal? A number of Web sites have re-
cently been created that specialize in
spotting true bargains. All of them do
what any bargain hunter is supposed
to do: watch the marketplace for
anomalies, whether they are money-
saving air tickets, discount hotel
rooms or frequent-flier bonuses. 

Farecast.com, which gathered a
following with technology that en-
ables it to predict the direction of air-
fares on a particular route, is back
with another innovation that it says
can distinguish the best deals in air
travel.

Hugh Crean, the chief executive of
the Seattle company, said, “We
flipped the deal concept.” He said
that to determine whether a deal was
anything more than a marketing
tool, the Web site mined its database
of airfares to look for good prices rel-
ative to others and those in the past. 

What makes this an ideal task for
computers, he said, is that a person
looking for the best fare for a flight
on a particular day from, say, San
Francisco, would have to study 600
possibilities from each of the area’s
three major airports. Since it was al-
ready tracking price data from air-
lines, Farecast was not daunted by
the amount of information. 

“We are the only ones who look at
everything every day,” Mr. Crean
said. Artificial intelligence was all
that was needed to spot the deals. 

On its site, a person goes to the
Farecast Deals section and clicks on
the departure city and a list of deals
pops up. Each entry includes an ex-
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By MICHELINE MAYNARD
and NICK BUNKLEY

The New York International Auto
Show, which opened to the public yes-
terday, is a picture of an industry
with a cloud over its head.

While the Jacob K. Javits Conven-
tion Center abounds with flashy new
vehicles like the big Lexus LX 570, a
sport utility vehicle equipped with 19
speakers and 10 air bags, and the
high-powered Ford Mustang 500 GT
KR, created by the longtime racing
designer Carroll Shelby, the carmak-
ers are also contending with the pos-
sibility that such gas-guzzling vehi-
cles may soon become harder to sell.

On Monday, the Supreme Court
ruled that the Environmental Pro-
tection Agency has the authority to
regulate carbon dioxide and other

greenhouse gases from automobiles.
The primary way that can be done,
carmakers and environmentalists
say, is to increase automobile fuel
economy.

In normal times, that would raise
hackles from Detroit carmakers,
which have a long history of fighting
regulations covering both fuel econ-
omy and tailpipe emissions. But this
week, company executives were say-
ing something different.

Rather than openly battle regula-
tions that would force them to make
vehicles more efficient, automakers
and their Washington trade group
are saying they want an active role
in the movement to reduce the dam-
age vehicles do to the environment.

One reason is public pressure, said
Steve Sturm, group vice president

for Toyota in North America. “Look
at how many people went to see Al
Gore’s movie,” Mr. Sturm said, re-
ferring to “An Inconvenient Truth.”

Environmental issues are “in the
news every week,” Mr. Sturm added.
“It keeps getting major headlines.”

Exhaust emissions from the tail-
pipes of cars and trucks account for
about a fifth of the country’s total
emissions of heat-trapping gases. 

“People get it now,” said David
Doniger, a lawyer and climate center
policy director of the Natural Re-
sources Defense Council. “They
didn’t pay much attention to global
warming five years ago.”

Another crucial factor is the move
by both Congress and the Bush ad-
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The Ford Mustang 500 GT KR, created by racing designer Carroll Shel-
by, is on display at the New York International Auto Show. 

By LAURIE J. FLYNN

Vonage Holdings, the Internet
phone company, had a wild ride in
the courtroom yesterday. 

First, a federal judge in Alexan-
dria, Va., barred Vonage from sign-
ing up new customers for its Internet
phone service. 

Then hours later, a federal appeals
court gave Vonage a temporary stay
of that injunction, allowing the com-
pany to continue to enroll customers
while it sought to overturn the lower
court ruling.

Vonage, based in Holmdel, N.J.,
has been entangled for years in a
patent dispute with Verizon Commu-

nications, which had accused it of vi-
olating three patents covering tech-
nology that allows low-cost voice
calls to be made over the Internet.

Yesterday, the United States Court
of Appeals for the Federal Circuit in
Washington issued its temporary
stay in response to a request from
Vonage. The move came after Judge
Claude M. Hilton of the Federal Dis-
trict Court in Alexandria, Va., issued
a partial injunction that said Vonage
could service existing customers but
not new ones. 

The court action came a month af-
ter a jury in the Eastern District of
Virginia ruled that Vonage was
guilty of patent infringement and or-

dered it to pay Verizon $58 million
and royalties on future sales. 

For Vonage, being able to continue
enrolling new subscribers was es-
sential — particularly in an industry
where customers tend to jump from
one provider to another.

The lawyer for Vonage told the
court yesterday that the company
loses more than 50,000 subscribers a
month, so being prevented from ac-
quiring new customers could have a
serious impact on the company’s
survival. 

“It’s the difference of cutting off
oxygen as opposed to the bullet in the
head,” the lawyer for Vonage, Roger
Warin, told the court, according to

The Associated Press.
Several years ago, Vonage was

among the very first to market with
technology that transmits voice calls
over the Internet, an approach
known as VoIP. It currently has 2.2
million customers. 

But the company has faltered bad-
ly in the face of competition from a
host of well-heeled cable and phone
companies, and its stock has lost 80
percent of its value since its initial
public offering.

During the last year, traditional
phone companies as well as the cable
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By TRACIE ROZHON

Nicola Bulgari entered his Manhattan office
as if he owned it, which, of course, as the grand-
son of Sotirio Bulgari, the great Roman jeweler,
he did. In the big room, with windows overlook-
ing Tiffany and Vuitton, almost everything
looked fairly old, at least since the last genera-
tion, including the portrait of his father leaning
against the wall, still unhung. Only a new white
sofa stuck out. It did not match his sensibility.

“I’m getting a dark-green leather one,” he
said, taking his place behind the desk and calling
out for colored jewels, for new collections, to
show off. Bring more and then more again, he
commanded a young woman who had already
brought several trays. One diamond ring, with a
stone as sparkling as an Arctic morning, was ad-
mired. “Two and a half million dollars,” he said
proudly.

The house of Bulgari is getting a face lift, not
just Mr. Bulgari’s office, but the entire Fifth Av-

enue store at the corner of 57th Street, a multi-
million-dollar rethinking of the old space that
had been “dark and secretive,” whispered an-
other aide. Much of the forbidding front wall —
the wall of a palazzo — has been ripped away and
huge windows, stretching almost from sidewalk
to roof, have been installed. Not a vault anymore,
but an atrium where the customer is made wel-
come, allowed to buy not only the one-of-a-kind
jewelry, but also the $19,000 python handbags
soon to be introduced (with Roman and Greek
coins imbedded in the skins), not to mention the
new $500 sunglasses.

Bulgari is breaking out, opening hotels in It-
aly and Bali and underwriting the opening festiv-
ities for the galleries of Hellenistic, Etruscan
and Roman art at the Metropolitan Museum of
Art the week of April 16. Bulgari is also making
an increasing amount of money: its 2006 earn-

Opening Up a Jewelry Box 
From Handbags to Hotels, Bulgari Is Remodeling Itself
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Francesco Trapani, Bulgari’s chief executive, above, is a nephew of the vice chairman, Nicola Bulgari. Below, a 66-sapphire necklace.
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ings report trumpeted a 15 percent
rise in net income. At the same time,
the company, public but still family-
run, is trying to counter an impres-
sion in some circles that it has lost its
sophisticated edge, the chic that pro-
pelled it through the swinging ’60s
and ’70s.

To illustrate Bulgari’s new cam-
paign, James Hurley, a managing di-
rector at the Telsey Advisory Group
and the senior analyst covering luxu-
ry goods, cited the huge billboard
that covered the scaffolding during
the Manhattan store’s revamping.
The billboard featured a quote from
Andy Warhol from the ’60s, saying
that a visit to Bulgari was like a trip
to a contemporary art museum.
“That certainly harks back to the
heyday, doesn’t it?” he said.

Mr. Hurley compared Bulgari to
Chanel and Gucci and Vuitton — but
with even more growth potential.
Louis Vuitton sells 5 billion euros, or
about $6.69 billion, of its largely
V-imprinted merchandise a year;
Chanel sells $2.5 billion, he said. “Bul-
gari just hit $1 billion with this latest
statement for 2006. There’s still a lot
of organic growth to come.”

As with many luxury goods ana-
lysts, he said he saw no waning of the
hunger for those glamorous names.
While the National Retail Federation
is forecasting a “subdued” picture
for most retailing in the first half of
2007, many of the luxury brands are
forecasting double-digit growth.

“Gucci is doing well, even after
Tom Ford left,” he said. “Chanel —
one brand that had a little bit of a
pause at the end of ’05 and the be-
ginning of ’06 — has really come on
strong lately. Its classic quilted bag
has now become the ‘it’ bag.”

That fits in with Bulgari’s rosy
predictions. And if Mr. Bulgari, 66,
the company’s vice chairman, is
more concerned with coins and jew-
els, his nephew, Francesco Trapani,
50, is more involved with finance. Mr.
Trapani, the chief executive of the
company, said its most audacious

new venture — the Bulgari Hotel Spa
in Milan, opened two years ago, and
its newer sister resort in Bali — “will
remain a small part, will have little
impact,” on the company’s finances.
“The real impact of the hotel,” he
said, in an interview via closed-cir-
cuit video from Rome, “is to promote
the brand.”

The Bulgari hotel operation, Mr.
Trapani said, is different from those
of other luxury brands, notably
Armani and Versace. “We did not li-
cense out the name to other compa-
nies,’’ he said. “We are going very
slow. It’s a virgin industry for us. We
did not want to be just an investor.
We own 65 percent, and the Ritz-
Carlton owns 35 percent. In this role,
we not only control the image and de-
sign, we decide what kind of services
to offer.”

Within the next several years, he
said, Bulgari hopes to open three or
four more hotels, and is looking at
properties in Paris, London, New
York, Tokyo and Shanghai, among
others.

Mr. Trapani once waxed ecstatic
about the growth potential of China.

While still proclaiming the signif-
icance of that market — Bulgari end-
ed 2006 with four stores and plans to
end 2007 with eight — he now called
doing business there “very challeng-
ing.”

“The bureaucracy is very heavy;
you need thousands of authoriza-
tions,” he said. “It’s a mess.”

Because of that, he said, “the as-
sortment of products in our stores
there is not as complete because the
imports of merchandise — the re-
plenishment — is still very slow.” 

Still, he said, he is optimistic, not
only about mainland China, but Hong
Kong, Taipei and especially Macao,
which he said was developing “very
quickly.”

At the same time, he said he felt
that the American market, which
represents 16 percent of the busi-
ness, was not doing as well as it
could, hence, the new store remodel-
ing in Midtown. He added that the
plan is to invest even more in the
United States in the next three to five
years: Bulgari will open “a lot of ad-
ditional stores in second-tier cities;
this year, we’ve opened in Costa

Mesa and we’ll open in Boca Raton.”
Besides opening stores, Bulgari

plans to bolster its wholesale watch
business — that is, its sales to de-
partment stores and other non-Bul-
gari boutiques. “Not increasing the
number of stores,” he said, “but be-
coming more important, more of a
presence, in those we supply.”

Right now, jewelry — baubles like
a pink tourmaline and diamond “jel-
lyfish” Mr. Bulgari exhibited
($38,800) — make up 40 percent of
the company’s sales. Watches make
up 29 percent, perfume 20 percent
and accessories like the python hand-

bags make up 10 percent.
Those percentages could shift

around in the next couple of years.
“We expect accessories to grow fast-
er than the others, if only for a few
years,” the chief executive said, add-
ing that he is even considering open-
ing some “dedicated” accessory
shops, that is, boutiques that sell only
accessories like leather goods and
sunglasses.

While Mr. Trapani said he would
like to introduce even more expen-
sive ladies’ watches, which start at
$1,400, Mr. Hurley, the analyst, said
he believed that Bulgari should be
expanding its women’s watches
downward in price — their jeweled
watches sell for more than $20,000 —
and become more “sporty.” 

While other luxury watch brands
remain white-hot, “Bulgari’s watch
business has been weaker than ex-
pected,” Mr. Hurley said. “Watches,
as a total percentage of total reve-
nues, have declined.” 

Although the percentage loss may
have something to do with the intro-
duction of new products like hand-
bags and sunglasses, Mr. Hurley said
that Bulgari, unlike some other luxu-
ry watch companies, does not manu-
facture its own watches. “The com-
pany buys its movements from third
parties,” he said. (Bulgari actually
produced its first watch movement
in 2006, a tourbillon that sells for
$137,000, Mr. Trapani said.) 

In the past, the company has also
had problems with “gray goods,” au-
thentic merchandise that was
shipped from distributors to retail-
ers, perhaps in other countries, who
then sold it at unauthorized dis-
counts, undercutting the market, Mr.
Hurley said.

Company officials said that situa-
tion was corrected as soon as they
found about it.

Whatever the problems may have
been, the company’s most recent
numbers were strong.

“They’ve been trying to get the
great vibes back,” Mr. Hurley said,
“and I think they’ve done it.”

Photographs by Tony Cenicola/The New York Times

Bulgari’s Fifth Avenue store has gone through a multimillion-dollar redesign that allows for more sunlight, giving the sense of an atrium.

House of Bulgari Is Remodeling With New Ventures

Sales of accessories, like this pearl
purse, are expected to grow. 
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A retailer likened to
Chanel and Gucci, but
with more potential.

to “engage with companies on gov-
ernance, environmental, social and
performance issues.” One of its exec-
utives, John Wilcox, does nothing but
manage the firm’s work in this area.

Indeed, after the meet-
ing, Mr. Wilcox ap-
proached Mr. Keady, and
they huddled for about 10
minutes. Mr. Wilcox lis-
tened respectfully, and of-
fered to meet with Mr.

Keady for a longer discussion.
But then I spoke to Mr. Wilcox, and

discovered something that surprised
me. Nike, which had been kicked out
of TIAA-CREF’s socially responsible
funds back when it was first engulfed
in controversy over the treatment of
workers in overseas factories, was
reinstated in the summer of 2005.
Which means that TIAA-CREF had
come to the view that Nike had
earned the right to rejoin the ranks
of socially responsible companies.
But what, exactly, was that judg-
ment based on?

I should concede right here that
I’ve always harbored some suspicion
about socially responsible investing.
The longstanding complaint from
skeptics is that it forces investors to
accept lower returns — because lots
of rising stocks are excluded — for
dubious social good. But perform-
ance isn’t really the problem. A num-
ber of socially screened mutual
funds have done just fine, and the
benchmark Domini 400 index, which
is made up entirely of companies
viewed as socially responsible, has
actually outperformed the Standard
& Poor’s 500-stock index over the
course of its 16-year existence. Be-
sides, most mainstream mutual fund
managers don’t consistently beat the
market, so why should socially re-
sponsible fund managers be held to a
higher standard?

No, my problem is that socially re-
sponsible investing oversimplifies
the world, and in so doing distorts re-
ality. It allows investors to believe
that their money is only being invest-
ed in “good companies,” and they
take foolish comfort in that belief.
Rare is the company, after all, that is
either all good or all bad. To put it an-
other way, socially responsible in-
vesting creates the illusion that the
world is black and white, when its
real color is gray.

Take oil companies. It’s fair to say
that the socially responsible crowd
has no use for energy companies.
For years, the only oil company such
funds would even consider was BP,
because of its early warnings about
global warming and its embrace of
environmental values. But in 2005, a
BP refinery in Texas had a major ex-
plosion, killing 15 workers and injur-
ing more than 100 others. And last
year, the company spilled oil in the
North Slope of Alaska. The world
woke up to the fact that BP had a
pretty shoddy safety and mainte-
nance record. 

At the other extreme is Exxon
Mobil, a company many socially re-
sponsible investors detest, because
of its longstanding (and recently
abandoned) reluctance to embrace
the global warming consensus. Yet
Exxon has a terrific worker safety
record, and it hasn’t had a serious oil
spill since the Exxon Valdez in 1989.
So which is the “real” good company
here? You can probably guess which
way I’d vote. 

The Nike case offers, I think, an
even better illustration of the under-
lying contradictions of socially re-
sponsible investing. It turns out that
the reason TIAA-CREF put Nike’s
stock back in its socially responsible
portfolio is that a company in Boston,
KLD Research & Analytics, had giv-
en Nike its seal of approval. KLD is a
small firm that constructs socially
responsible indexes, including the
Domini 400. Its 40-member staff in-
cludes about two dozen researchers
who supposedly dig into companies
and decide which should be included
in its indexes — and which should be
excluded. Its biggest index, the KLD
Broad Market Social Index, uses the
Russell 3000 as its universe, which it
has whittled down to 2,050 companies
it deems acceptable.

TIAA-CREF is a client of KLD.
That means that in addition to licens-
ing the KLD Broad Market Social In-
dex and KLD’s research products,
the larger firm accepts KLD as its
ultimate arbiter of which companies
are socially responsible. Indeed, the
prospectus for TIAA-CREF’s social-
ly responsible equity fund specifical-
ly states that its criteria for choosing
companies are based on the KLD
broad market index. 

Thus, last year, when KLD decided
to toss Coca-Cola out of its indexes —

for reasons including “controversies
over how they market the product to
schools,” according to Eric Fernald,
KLD’s research director — TIAA-
CREF automatically followed suit. (I
should point out that this applies only
to TIAA-CREF’s socially responsible
funds, not its other investment prod-
ucts.) Although not every one of its
clients accepts KLD’s word as gos-
pel, the firm’s screening methodolo-
gy is widely accepted among socially
responsible fund managers, and it
consequently has a great deal of
sway.

I spent a lot of time this week talk-
ing to people at KLD, including its co-
founder and president, Peter Kinder.
They are smart and likeable, and
their heart is in the right place. But I
came away thinking that that sway
was undeserved.

Consider, first, the size of the
place. Two dozen researchers are
monitoring 3,000 companies — and
writing in-depth reports? How is that
even possible? It’s not. Mr. Kinder
told me that the employees almost
never go abroad to do on-site inspec-
tions, but rely on media reports,
blogs, interactions with activist or-
ganizations and conversations with
the company itself. That hardly
seems like enough to make a deci-
sion on whether a company is good or
bad.

Then there’s the question of how
KLD goes about reaching its conclu-
sions. Nike’s relationship with its
manufacturers abroad was first
brought to light by activists in the
1990s, who wanted to find a big brand
that captured people’s attention. As
the largest seller of athletic shoes in
the world, Nike was the obvious tar-
get. But Nike was using the same
factories as Reebok and other shoe
manufacturers, including Timber-
land, a darling of the socially respon-
sible crowd. While Reebok and Tim-
berland stayed, only Nike was ousted
from the KLD index.

When I asked Mr. Fernald to ex-
plain why Nike was bad, but Reebok
was good, he said, “We wrestled with

that at the time.” Reebok, he said,
had taken some positive steps, but
more than that: “Nike was the mar-
ket leader. And there is an extra bur-
den for the market leader.” In other
words, Nike was being punished be-
cause it had beaten its competitors in
the marketplace, not because its
practices were any worse than any-
one else in the industry.

Today, a decade later, there is no
doubt that Nike has done a lot to
change its ways. It monitors its sup-
ply chain rigorously. It publishes
data on its Web site. It has become a
company deeply invested in corpo-
rate social responsibility, with 97 em-
ployees working solely on that divi-
sion. Hannah Jones, who leads Nike’s
efforts, told me that corporate re-
sponsibility was now embedded in
the fabric of the company.

Ms. Jones also said that the com-
pany has come a long way in helping
those factory workers. And virtually
everyone I spoke to, with the excep-
tion of Mr. Keady, agreed.

But it is also true that for most of
those workers, pay is still low, condi-
tions are still less than ideal and
change is slow in coming, something
Nike is pretty forthright in conced-
ing. There are still lots of problems
at the factories that make Nike
sneakers.

Yet Nike is now back in KLD’s
good graces. Which is fine. But when
I read a recent KLD report about
Nike I had no sense that the firm had
any deep knowledge of what is actu-
ally going on in those factories and
how much of it is Nike’s responsibil-
ity. Mostly, it was compiled from
news clips and the like, much of
which was from 2004 or even earlier.

“To throw them out was a ques-
tionable decision,” said Dara
O’Rourke, an associate professor at
the University of California, Berke-
ley, who has closely studied Nike’s
overseas outsourcing. “And to put
them back in was equally question-
able.” In his opinion, both decisions
were based more on public percep-
tion than reality. 

Surely, he’s right. It would be nice
if we could invest our money only in
companies that had terrific human
rights record, fabulous environmen-
tal values and wonderful compas-
sionate cultures.

Too bad it’s impossible.
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industry have moved into the mar-
ket, offering low-cost bundles of serv-
ices, including phone, cable and In-
ternet access. As a result, Vonage
stock has steadily lost value.

Last May, Vonage went public in a
highly publicized offering priced at
$17. It sold 31.3 million shares and
raised $531.3 million. The shares fell
nearly 13 percent on the first day,
closing at $14.85. It closed at $3.37
Thursday. The stock market was
closed yesterday.

Vonage shares dropped more than
25 percent to reach a record low of $3

a share after Judge Hilton ordered
the company on March 23 to stop us-
ing technologies patented by Veri-
zon. 

Shares of Verizon rose 39 cents, to
close at $38 on Thursday.

John Thorne, Verizon senior vice
president and deputy general coun-
sel, said in an interview yesterday
that Vonage did not adequately make
its case for a full stay of the ruling,
which would have allowed the com-
pany to continue acquiring new busi-
ness while the appeal was pending. 

The partial injunction, he said, was
a fair compromise.

“Judge Hilton exercised the
court’s equitable discretion to craft a

middle path that allows Vonage to
continue serving its existing custom-
ers while protecting Verizon’s pat-
ents from increased infringement
during the appeal process,” Mr.
Thorne said in a statement. Mr.
Thorne said he expected the ruling to
be upheld on appeal. 

Verizon filed its original complaint

against Vonage last June, accusing
the company of violating seven pat-
ents related to voice calls on the In-
ternet.

Later, the company scaled back
the complaint to include only five
patents, and in March the court ruled
Vonage had not infringed two of
them. The patents that the court
ruled that Vonage had infringed re-
lated to connecting Internet calls to
traditional phone networks, Wi-Fi
and services like call-waiting and
voice mail. 

Vonage has denied the claims, say-
ing that its service uses standard
“off the shelf” technology. Neverthe-
less, the company said, it is develop-
ing a workaround that does not in-
clude the technology in dispute.

Gigi Sohn, a lawyer with Public
Knowledge, a public interest re-
search organization in Washington,
criticized the ruling for its potential
impact on competition so early in an
emerging industry. “Any time a com-
pany is told they can’t add new cus-
tomers it’s pretty serious,” Ms. Sohn
said. “I’m not sure the judge fully un-
derstands what this could do to a rel-
atively small company like Vonage.” 

Ms. Sohn said Verizon was unfairly
using its patents as a competitive
weapon. “I think Verizon is pulling
out all the stops to put Vonage out of
business,” she said.

At a hearing scheduled for next
Thursday the judge will set the
amount of bond Vonage must post
during the appeal process. 

Verizon has asked the court for a
bond of $189 million to cover dam-
ages for infringement of the patents
by Vonage’s existing customers, in
addition to the $66 million bond it was
already ordered to post.

A Setback Then a Reprieve Granted to Vonage in the Courts 
Continued From First Business Page

The Internet phone
service can sign new
subscribers, for now. 

By Bloomberg News

Hynix Semiconductor, the
world’s second-largest computer
memory chip maker, has won a
dismissal of claims by Sun Mi-
crosystems that it conspired to
drive up memory chip prices, over-
charging chip buyers.

Judge Phyllis Hamilton of Fed-
eral District Court in San Francis-
co said in a ruling issued late
Thursday that Sun, the server
computer maker, had failed to
specify in its complaint whether its
chip purchases occurred in the
United States or abroad and did
not provide other details about
where the harm to the company oc-
curred.

The complaint “fails to provide
fair notice of the entire basis — i.e.

foreign harm versus domestic
harm — for plaintiff’s claims,”
Judge Hamilton said in the ruling.
She gave Sun and the Unisys Cor-
poration, which also sued, until
May 4 to file an amended com-
plaint.

Sun and Unisys sued Hynix and
several other chip makers in Sep-
tember, accusing of antitrust vio-
lations and unfair business prac-
tices. They said they were over-
charged for dynamic random ac-
cess memory, or DRAM, chips, the
memory component in computers
and other electronic devices.
DRAM makers have faced similar
claims by the Justice Department,
state governments and other
DRAM purchasers.

A spokeswoman for Sun, Kathy
Engle, did not respond to a mes-

sage left after hours.
In May 2005, Hynix pleaded

guilty to price-fixing claims and
was ordered to pay a $185 million
fine.

A Hynix senior vice president for
memory sales and marketing was
accused in an indictment in Octo-
ber of participating in a global con-
spiracy to fix DRAM prices.

The settlement and indictment
were part of a federal investiga-
tion into price fixing in the chip
market that has led to claims
against 4 companies and 16 indi-
viduals who have been fined $731
million, the federal government
said.

Samsung, the world’s biggest
maker of computer memory chips,
agreed to pay $300 million in 2005
to settle antitrust claims.

Sun’s Complaint on Chip Maker Is Dismissed
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ings report trumpeted a 15 percent
rise in net income. At the same time,
the company, public but still family-
run, is trying to counter an impres-
sion in some circles that it has lost its
sophisticated edge, the chic that pro-
pelled it through the swinging ’60s
and ’70s.

To illustrate Bulgari’s new cam-
paign, James Hurley, a managing di-
rector at the Telsey Advisory Group
and the senior analyst covering luxu-
ry goods, cited the huge billboard
that covered the scaffolding during
the Manhattan store’s revamping.
The billboard featured a quote from
Andy Warhol from the ’60s, saying
that a visit to Bulgari was like a trip
to a contemporary art museum.
“That certainly harks back to the
heyday, doesn’t it?” he said.

Mr. Hurley compared Bulgari to
Chanel and Gucci and Vuitton — but
with even more growth potential.
Louis Vuitton sells 5 billion euros, or
about $6.69 billion, of its largely
V-imprinted merchandise a year;
Chanel sells $2.5 billion, he said. “Bul-
gari just hit $1 billion with this latest
statement for 2006. There’s still a lot
of organic growth to come.”

As with many luxury goods ana-
lysts, he said he saw no waning of the
hunger for those glamorous names.
While the National Retail Federation
is forecasting a “subdued” picture
for most retailing in the first half of
2007, many of the luxury brands are
forecasting double-digit growth.

“Gucci is doing well, even after
Tom Ford left,” he said. “Chanel —
one brand that had a little bit of a
pause at the end of ’05 and the be-
ginning of ’06 — has really come on
strong lately. Its classic quilted bag
has now become the ‘it’ bag.”

That fits in with Bulgari’s rosy
predictions. And if Mr. Bulgari, 66,
the company’s vice chairman, is
more concerned with coins and jew-
els, his nephew, Francesco Trapani,
50, is more involved with finance. Mr.
Trapani, the chief executive of the
company, said its most audacious

new venture — the Bulgari Hotel Spa
in Milan, opened two years ago, and
its newer sister resort in Bali — “will
remain a small part, will have little
impact,” on the company’s finances.
“The real impact of the hotel,” he
said, in an interview via closed-cir-
cuit video from Rome, “is to promote
the brand.”

The Bulgari hotel operation, Mr.
Trapani said, is different from those
of other luxury brands, notably
Armani and Versace. “We did not li-
cense out the name to other compa-
nies,’’ he said. “We are going very
slow. It’s a virgin industry for us. We
did not want to be just an investor.
We own 65 percent, and the Ritz-
Carlton owns 35 percent. In this role,
we not only control the image and de-
sign, we decide what kind of services
to offer.”

Within the next several years, he
said, Bulgari hopes to open three or
four more hotels, and is looking at
properties in Paris, London, New
York, Tokyo and Shanghai, among
others.

Mr. Trapani once waxed ecstatic
about the growth potential of China.

While still proclaiming the signif-
icance of that market — Bulgari end-
ed 2006 with four stores and plans to
end 2007 with eight — he now called
doing business there “very challeng-
ing.”

“The bureaucracy is very heavy;
you need thousands of authoriza-
tions,” he said. “It’s a mess.”

Because of that, he said, “the as-
sortment of products in our stores
there is not as complete because the
imports of merchandise — the re-
plenishment — is still very slow.” 

Still, he said, he is optimistic, not
only about mainland China, but Hong
Kong, Taipei and especially Macao,
which he said was developing “very
quickly.”

At the same time, he said he felt
that the American market, which
represents 16 percent of the busi-
ness, was not doing as well as it
could, hence, the new store remodel-
ing in Midtown. He added that the
plan is to invest even more in the
United States in the next three to five
years: Bulgari will open “a lot of ad-
ditional stores in second-tier cities;
this year, we’ve opened in Costa

Mesa and we’ll open in Boca Raton.”
Besides opening stores, Bulgari

plans to bolster its wholesale watch
business — that is, its sales to de-
partment stores and other non-Bul-
gari boutiques. “Not increasing the
number of stores,” he said, “but be-
coming more important, more of a
presence, in those we supply.”

Right now, jewelry — baubles like
a pink tourmaline and diamond “jel-
lyfish” Mr. Bulgari exhibited
($38,800) — make up 40 percent of
the company’s sales. Watches make
up 29 percent, perfume 20 percent
and accessories like the python hand-

bags make up 10 percent.
Those percentages could shift

around in the next couple of years.
“We expect accessories to grow fast-
er than the others, if only for a few
years,” the chief executive said, add-
ing that he is even considering open-
ing some “dedicated” accessory
shops, that is, boutiques that sell only
accessories like leather goods and
sunglasses.

While Mr. Trapani said he would
like to introduce even more expen-
sive ladies’ watches, which start at
$1,400, Mr. Hurley, the analyst, said
he believed that Bulgari should be
expanding its women’s watches
downward in price — their jeweled
watches sell for more than $20,000 —
and become more “sporty.” 

While other luxury watch brands
remain white-hot, “Bulgari’s watch
business has been weaker than ex-
pected,” Mr. Hurley said. “Watches,
as a total percentage of total reve-
nues, have declined.” 

Although the percentage loss may
have something to do with the intro-
duction of new products like hand-
bags and sunglasses, Mr. Hurley said
that Bulgari, unlike some other luxu-
ry watch companies, does not manu-
facture its own watches. “The com-
pany buys its movements from third
parties,” he said. (Bulgari actually
produced its first watch movement
in 2006, a tourbillon that sells for
$137,000, Mr. Trapani said.) 

In the past, the company has also
had problems with “gray goods,” au-
thentic merchandise that was
shipped from distributors to retail-
ers, perhaps in other countries, who
then sold it at unauthorized dis-
counts, undercutting the market, Mr.
Hurley said.

Company officials said that situa-
tion was corrected as soon as they
found about it.

Whatever the problems may have
been, the company’s most recent
numbers were strong.

“They’ve been trying to get the
great vibes back,” Mr. Hurley said,
“and I think they’ve done it.”

Photographs by Tony Cenicola/The New York Times

Bulgari’s Fifth Avenue store has gone through a multimillion-dollar redesign that allows for more sunlight, giving the sense of an atrium.

House of Bulgari Is Remodeling With New Ventures

Sales of accessories, like this pearl
purse, are expected to grow. 
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Chanel and Gucci, but
with more potential.

to “engage with companies on gov-
ernance, environmental, social and
performance issues.” One of its exec-
utives, John Wilcox, does nothing but
manage the firm’s work in this area.

Indeed, after the meet-
ing, Mr. Wilcox ap-
proached Mr. Keady, and
they huddled for about 10
minutes. Mr. Wilcox lis-
tened respectfully, and of-
fered to meet with Mr.

Keady for a longer discussion.
But then I spoke to Mr. Wilcox, and

discovered something that surprised
me. Nike, which had been kicked out
of TIAA-CREF’s socially responsible
funds back when it was first engulfed
in controversy over the treatment of
workers in overseas factories, was
reinstated in the summer of 2005.
Which means that TIAA-CREF had
come to the view that Nike had
earned the right to rejoin the ranks
of socially responsible companies.
But what, exactly, was that judg-
ment based on?

I should concede right here that
I’ve always harbored some suspicion
about socially responsible investing.
The longstanding complaint from
skeptics is that it forces investors to
accept lower returns — because lots
of rising stocks are excluded — for
dubious social good. But perform-
ance isn’t really the problem. A num-
ber of socially screened mutual
funds have done just fine, and the
benchmark Domini 400 index, which
is made up entirely of companies
viewed as socially responsible, has
actually outperformed the Standard
& Poor’s 500-stock index over the
course of its 16-year existence. Be-
sides, most mainstream mutual fund
managers don’t consistently beat the
market, so why should socially re-
sponsible fund managers be held to a
higher standard?

No, my problem is that socially re-
sponsible investing oversimplifies
the world, and in so doing distorts re-
ality. It allows investors to believe
that their money is only being invest-
ed in “good companies,” and they
take foolish comfort in that belief.
Rare is the company, after all, that is
either all good or all bad. To put it an-
other way, socially responsible in-
vesting creates the illusion that the
world is black and white, when its
real color is gray.

Take oil companies. It’s fair to say
that the socially responsible crowd
has no use for energy companies.
For years, the only oil company such
funds would even consider was BP,
because of its early warnings about
global warming and its embrace of
environmental values. But in 2005, a
BP refinery in Texas had a major ex-
plosion, killing 15 workers and injur-
ing more than 100 others. And last
year, the company spilled oil in the
North Slope of Alaska. The world
woke up to the fact that BP had a
pretty shoddy safety and mainte-
nance record. 

At the other extreme is Exxon
Mobil, a company many socially re-
sponsible investors detest, because
of its longstanding (and recently
abandoned) reluctance to embrace
the global warming consensus. Yet
Exxon has a terrific worker safety
record, and it hasn’t had a serious oil
spill since the Exxon Valdez in 1989.
So which is the “real” good company
here? You can probably guess which
way I’d vote. 

The Nike case offers, I think, an
even better illustration of the under-
lying contradictions of socially re-
sponsible investing. It turns out that
the reason TIAA-CREF put Nike’s
stock back in its socially responsible
portfolio is that a company in Boston,
KLD Research & Analytics, had giv-
en Nike its seal of approval. KLD is a
small firm that constructs socially
responsible indexes, including the
Domini 400. Its 40-member staff in-
cludes about two dozen researchers
who supposedly dig into companies
and decide which should be included
in its indexes — and which should be
excluded. Its biggest index, the KLD
Broad Market Social Index, uses the
Russell 3000 as its universe, which it
has whittled down to 2,050 companies
it deems acceptable.

TIAA-CREF is a client of KLD.
That means that in addition to licens-
ing the KLD Broad Market Social In-
dex and KLD’s research products,
the larger firm accepts KLD as its
ultimate arbiter of which companies
are socially responsible. Indeed, the
prospectus for TIAA-CREF’s social-
ly responsible equity fund specifical-
ly states that its criteria for choosing
companies are based on the KLD
broad market index. 

Thus, last year, when KLD decided
to toss Coca-Cola out of its indexes —

for reasons including “controversies
over how they market the product to
schools,” according to Eric Fernald,
KLD’s research director — TIAA-
CREF automatically followed suit. (I
should point out that this applies only
to TIAA-CREF’s socially responsible
funds, not its other investment prod-
ucts.) Although not every one of its
clients accepts KLD’s word as gos-
pel, the firm’s screening methodolo-
gy is widely accepted among socially
responsible fund managers, and it
consequently has a great deal of
sway.

I spent a lot of time this week talk-
ing to people at KLD, including its co-
founder and president, Peter Kinder.
They are smart and likeable, and
their heart is in the right place. But I
came away thinking that that sway
was undeserved.

Consider, first, the size of the
place. Two dozen researchers are
monitoring 3,000 companies — and
writing in-depth reports? How is that
even possible? It’s not. Mr. Kinder
told me that the employees almost
never go abroad to do on-site inspec-
tions, but rely on media reports,
blogs, interactions with activist or-
ganizations and conversations with
the company itself. That hardly
seems like enough to make a deci-
sion on whether a company is good or
bad.

Then there’s the question of how
KLD goes about reaching its conclu-
sions. Nike’s relationship with its
manufacturers abroad was first
brought to light by activists in the
1990s, who wanted to find a big brand
that captured people’s attention. As
the largest seller of athletic shoes in
the world, Nike was the obvious tar-
get. But Nike was using the same
factories as Reebok and other shoe
manufacturers, including Timber-
land, a darling of the socially respon-
sible crowd. While Reebok and Tim-
berland stayed, only Nike was ousted
from the KLD index.

When I asked Mr. Fernald to ex-
plain why Nike was bad, but Reebok
was good, he said, “We wrestled with

that at the time.” Reebok, he said,
had taken some positive steps, but
more than that: “Nike was the mar-
ket leader. And there is an extra bur-
den for the market leader.” In other
words, Nike was being punished be-
cause it had beaten its competitors in
the marketplace, not because its
practices were any worse than any-
one else in the industry.

Today, a decade later, there is no
doubt that Nike has done a lot to
change its ways. It monitors its sup-
ply chain rigorously. It publishes
data on its Web site. It has become a
company deeply invested in corpo-
rate social responsibility, with 97 em-
ployees working solely on that divi-
sion. Hannah Jones, who leads Nike’s
efforts, told me that corporate re-
sponsibility was now embedded in
the fabric of the company.

Ms. Jones also said that the com-
pany has come a long way in helping
those factory workers. And virtually
everyone I spoke to, with the excep-
tion of Mr. Keady, agreed.

But it is also true that for most of
those workers, pay is still low, condi-
tions are still less than ideal and
change is slow in coming, something
Nike is pretty forthright in conced-
ing. There are still lots of problems
at the factories that make Nike
sneakers.

Yet Nike is now back in KLD’s
good graces. Which is fine. But when
I read a recent KLD report about
Nike I had no sense that the firm had
any deep knowledge of what is actu-
ally going on in those factories and
how much of it is Nike’s responsibil-
ity. Mostly, it was compiled from
news clips and the like, much of
which was from 2004 or even earlier.

“To throw them out was a ques-
tionable decision,” said Dara
O’Rourke, an associate professor at
the University of California, Berke-
ley, who has closely studied Nike’s
overseas outsourcing. “And to put
them back in was equally question-
able.” In his opinion, both decisions
were based more on public percep-
tion than reality. 

Surely, he’s right. It would be nice
if we could invest our money only in
companies that had terrific human
rights record, fabulous environmen-
tal values and wonderful compas-
sionate cultures.

Too bad it’s impossible.
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industry have moved into the mar-
ket, offering low-cost bundles of serv-
ices, including phone, cable and In-
ternet access. As a result, Vonage
stock has steadily lost value.

Last May, Vonage went public in a
highly publicized offering priced at
$17. It sold 31.3 million shares and
raised $531.3 million. The shares fell
nearly 13 percent on the first day,
closing at $14.85. It closed at $3.37
Thursday. The stock market was
closed yesterday.

Vonage shares dropped more than
25 percent to reach a record low of $3

a share after Judge Hilton ordered
the company on March 23 to stop us-
ing technologies patented by Veri-
zon. 

Shares of Verizon rose 39 cents, to
close at $38 on Thursday.

John Thorne, Verizon senior vice
president and deputy general coun-
sel, said in an interview yesterday
that Vonage did not adequately make
its case for a full stay of the ruling,
which would have allowed the com-
pany to continue acquiring new busi-
ness while the appeal was pending. 

The partial injunction, he said, was
a fair compromise.

“Judge Hilton exercised the
court’s equitable discretion to craft a

middle path that allows Vonage to
continue serving its existing custom-
ers while protecting Verizon’s pat-
ents from increased infringement
during the appeal process,” Mr.
Thorne said in a statement. Mr.
Thorne said he expected the ruling to
be upheld on appeal. 

Verizon filed its original complaint

against Vonage last June, accusing
the company of violating seven pat-
ents related to voice calls on the In-
ternet.

Later, the company scaled back
the complaint to include only five
patents, and in March the court ruled
Vonage had not infringed two of
them. The patents that the court
ruled that Vonage had infringed re-
lated to connecting Internet calls to
traditional phone networks, Wi-Fi
and services like call-waiting and
voice mail. 

Vonage has denied the claims, say-
ing that its service uses standard
“off the shelf” technology. Neverthe-
less, the company said, it is develop-
ing a workaround that does not in-
clude the technology in dispute.

Gigi Sohn, a lawyer with Public
Knowledge, a public interest re-
search organization in Washington,
criticized the ruling for its potential
impact on competition so early in an
emerging industry. “Any time a com-
pany is told they can’t add new cus-
tomers it’s pretty serious,” Ms. Sohn
said. “I’m not sure the judge fully un-
derstands what this could do to a rel-
atively small company like Vonage.” 

Ms. Sohn said Verizon was unfairly
using its patents as a competitive
weapon. “I think Verizon is pulling
out all the stops to put Vonage out of
business,” she said.

At a hearing scheduled for next
Thursday the judge will set the
amount of bond Vonage must post
during the appeal process. 

Verizon has asked the court for a
bond of $189 million to cover dam-
ages for infringement of the patents
by Vonage’s existing customers, in
addition to the $66 million bond it was
already ordered to post.

A Setback Then a Reprieve Granted to Vonage in the Courts 
Continued From First Business Page

The Internet phone
service can sign new
subscribers, for now. 

By Bloomberg News

Hynix Semiconductor, the
world’s second-largest computer
memory chip maker, has won a
dismissal of claims by Sun Mi-
crosystems that it conspired to
drive up memory chip prices, over-
charging chip buyers.

Judge Phyllis Hamilton of Fed-
eral District Court in San Francis-
co said in a ruling issued late
Thursday that Sun, the server
computer maker, had failed to
specify in its complaint whether its
chip purchases occurred in the
United States or abroad and did
not provide other details about
where the harm to the company oc-
curred.

The complaint “fails to provide
fair notice of the entire basis — i.e.

foreign harm versus domestic
harm — for plaintiff’s claims,”
Judge Hamilton said in the ruling.
She gave Sun and the Unisys Cor-
poration, which also sued, until
May 4 to file an amended com-
plaint.

Sun and Unisys sued Hynix and
several other chip makers in Sep-
tember, accusing of antitrust vio-
lations and unfair business prac-
tices. They said they were over-
charged for dynamic random ac-
cess memory, or DRAM, chips, the
memory component in computers
and other electronic devices.
DRAM makers have faced similar
claims by the Justice Department,
state governments and other
DRAM purchasers.

A spokeswoman for Sun, Kathy
Engle, did not respond to a mes-

sage left after hours.
In May 2005, Hynix pleaded

guilty to price-fixing claims and
was ordered to pay a $185 million
fine.

A Hynix senior vice president for
memory sales and marketing was
accused in an indictment in Octo-
ber of participating in a global con-
spiracy to fix DRAM prices.

The settlement and indictment
were part of a federal investiga-
tion into price fixing in the chip
market that has led to claims
against 4 companies and 16 indi-
viduals who have been fined $731
million, the federal government
said.

Samsung, the world’s biggest
maker of computer memory chips,
agreed to pay $300 million in 2005
to settle antitrust claims.

Sun’s Complaint on Chip Maker Is Dismissed
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ings report trumpeted a 15 percent
rise in net income. At the same time,
the company, public but still family-
run, is trying to counter an impres-
sion in some circles that it has lost its
sophisticated edge, the chic that pro-
pelled it through the swinging ’60s
and ’70s.

To illustrate Bulgari’s new cam-
paign, James Hurley, a managing di-
rector at the Telsey Advisory Group
and the senior analyst covering luxu-
ry goods, cited the huge billboard
that covered the scaffolding during
the Manhattan store’s revamping.
The billboard featured a quote from
Andy Warhol from the ’60s, saying
that a visit to Bulgari was like a trip
to a contemporary art museum.
“That certainly harks back to the
heyday, doesn’t it?” he said.

Mr. Hurley compared Bulgari to
Chanel and Gucci and Vuitton — but
with even more growth potential.
Louis Vuitton sells 5 billion euros, or
about $6.69 billion, of its largely
V-imprinted merchandise a year;
Chanel sells $2.5 billion, he said. “Bul-
gari just hit $1 billion with this latest
statement for 2006. There’s still a lot
of organic growth to come.”

As with many luxury goods ana-
lysts, he said he saw no waning of the
hunger for those glamorous names.
While the National Retail Federation
is forecasting a “subdued” picture
for most retailing in the first half of
2007, many of the luxury brands are
forecasting double-digit growth.

“Gucci is doing well, even after
Tom Ford left,” he said. “Chanel —
one brand that had a little bit of a
pause at the end of ’05 and the be-
ginning of ’06 — has really come on
strong lately. Its classic quilted bag
has now become the ‘it’ bag.”

That fits in with Bulgari’s rosy
predictions. And if Mr. Bulgari, 66,
the company’s vice chairman, is
more concerned with coins and jew-
els, his nephew, Francesco Trapani,
50, is more involved with finance. Mr.
Trapani, the chief executive of the
company, said its most audacious

new venture — the Bulgari Hotel Spa
in Milan, opened two years ago, and
its newer sister resort in Bali — “will
remain a small part, will have little
impact,” on the company’s finances.
“The real impact of the hotel,” he
said, in an interview via closed-cir-
cuit video from Rome, “is to promote
the brand.”

The Bulgari hotel operation, Mr.
Trapani said, is different from those
of other luxury brands, notably
Armani and Versace. “We did not li-
cense out the name to other compa-
nies,’’ he said. “We are going very
slow. It’s a virgin industry for us. We
did not want to be just an investor.
We own 65 percent, and the Ritz-
Carlton owns 35 percent. In this role,
we not only control the image and de-
sign, we decide what kind of services
to offer.”

Within the next several years, he
said, Bulgari hopes to open three or
four more hotels, and is looking at
properties in Paris, London, New
York, Tokyo and Shanghai, among
others.

Mr. Trapani once waxed ecstatic
about the growth potential of China.

While still proclaiming the signif-
icance of that market — Bulgari end-
ed 2006 with four stores and plans to
end 2007 with eight — he now called
doing business there “very challeng-
ing.”

“The bureaucracy is very heavy;
you need thousands of authoriza-
tions,” he said. “It’s a mess.”

Because of that, he said, “the as-
sortment of products in our stores
there is not as complete because the
imports of merchandise — the re-
plenishment — is still very slow.” 

Still, he said, he is optimistic, not
only about mainland China, but Hong
Kong, Taipei and especially Macao,
which he said was developing “very
quickly.”

At the same time, he said he felt
that the American market, which
represents 16 percent of the busi-
ness, was not doing as well as it
could, hence, the new store remodel-
ing in Midtown. He added that the
plan is to invest even more in the
United States in the next three to five
years: Bulgari will open “a lot of ad-
ditional stores in second-tier cities;
this year, we’ve opened in Costa

Mesa and we’ll open in Boca Raton.”
Besides opening stores, Bulgari

plans to bolster its wholesale watch
business — that is, its sales to de-
partment stores and other non-Bul-
gari boutiques. “Not increasing the
number of stores,” he said, “but be-
coming more important, more of a
presence, in those we supply.”

Right now, jewelry — baubles like
a pink tourmaline and diamond “jel-
lyfish” Mr. Bulgari exhibited
($38,800) — make up 40 percent of
the company’s sales. Watches make
up 29 percent, perfume 20 percent
and accessories like the python hand-

bags make up 10 percent.
Those percentages could shift

around in the next couple of years.
“We expect accessories to grow fast-
er than the others, if only for a few
years,” the chief executive said, add-
ing that he is even considering open-
ing some “dedicated” accessory
shops, that is, boutiques that sell only
accessories like leather goods and
sunglasses.

While Mr. Trapani said he would
like to introduce even more expen-
sive ladies’ watches, which start at
$1,400, Mr. Hurley, the analyst, said
he believed that Bulgari should be
expanding its women’s watches
downward in price — their jeweled
watches sell for more than $20,000 —
and become more “sporty.” 

While other luxury watch brands
remain white-hot, “Bulgari’s watch
business has been weaker than ex-
pected,” Mr. Hurley said. “Watches,
as a total percentage of total reve-
nues, have declined.” 

Although the percentage loss may
have something to do with the intro-
duction of new products like hand-
bags and sunglasses, Mr. Hurley said
that Bulgari, unlike some other luxu-
ry watch companies, does not manu-
facture its own watches. “The com-
pany buys its movements from third
parties,” he said. (Bulgari actually
produced its first watch movement
in 2006, a tourbillon that sells for
$137,000, Mr. Trapani said.) 

In the past, the company has also
had problems with “gray goods,” au-
thentic merchandise that was
shipped from distributors to retail-
ers, perhaps in other countries, who
then sold it at unauthorized dis-
counts, undercutting the market, Mr.
Hurley said.

Company officials said that situa-
tion was corrected as soon as they
found about it.

Whatever the problems may have
been, the company’s most recent
numbers were strong.

“They’ve been trying to get the
great vibes back,” Mr. Hurley said,
“and I think they’ve done it.”

Photographs by Tony Cenicola/The New York Times

Bulgari’s Fifth Avenue store has gone through a multimillion-dollar redesign that allows for more sunlight, giving the sense of an atrium.

House of Bulgari Is Remodeling With New Ventures

Sales of accessories, like this pearl
purse, are expected to grow. 

Continued From First Business Page

A retailer likened to
Chanel and Gucci, but
with more potential.

to “engage with companies on gov-
ernance, environmental, social and
performance issues.” One of its exec-
utives, John Wilcox, does nothing but
manage the firm’s work in this area.

Indeed, after the meet-
ing, Mr. Wilcox ap-
proached Mr. Keady, and
they huddled for about 10
minutes. Mr. Wilcox lis-
tened respectfully, and of-
fered to meet with Mr.

Keady for a longer discussion.
But then I spoke to Mr. Wilcox, and

discovered something that surprised
me. Nike, which had been kicked out
of TIAA-CREF’s socially responsible
funds back when it was first engulfed
in controversy over the treatment of
workers in overseas factories, was
reinstated in the summer of 2005.
Which means that TIAA-CREF had
come to the view that Nike had
earned the right to rejoin the ranks
of socially responsible companies.
But what, exactly, was that judg-
ment based on?

I should concede right here that
I’ve always harbored some suspicion
about socially responsible investing.
The longstanding complaint from
skeptics is that it forces investors to
accept lower returns — because lots
of rising stocks are excluded — for
dubious social good. But perform-
ance isn’t really the problem. A num-
ber of socially screened mutual
funds have done just fine, and the
benchmark Domini 400 index, which
is made up entirely of companies
viewed as socially responsible, has
actually outperformed the Standard
& Poor’s 500-stock index over the
course of its 16-year existence. Be-
sides, most mainstream mutual fund
managers don’t consistently beat the
market, so why should socially re-
sponsible fund managers be held to a
higher standard?

No, my problem is that socially re-
sponsible investing oversimplifies
the world, and in so doing distorts re-
ality. It allows investors to believe
that their money is only being invest-
ed in “good companies,” and they
take foolish comfort in that belief.
Rare is the company, after all, that is
either all good or all bad. To put it an-
other way, socially responsible in-
vesting creates the illusion that the
world is black and white, when its
real color is gray.

Take oil companies. It’s fair to say
that the socially responsible crowd
has no use for energy companies.
For years, the only oil company such
funds would even consider was BP,
because of its early warnings about
global warming and its embrace of
environmental values. But in 2005, a
BP refinery in Texas had a major ex-
plosion, killing 15 workers and injur-
ing more than 100 others. And last
year, the company spilled oil in the
North Slope of Alaska. The world
woke up to the fact that BP had a
pretty shoddy safety and mainte-
nance record. 

At the other extreme is Exxon
Mobil, a company many socially re-
sponsible investors detest, because
of its longstanding (and recently
abandoned) reluctance to embrace
the global warming consensus. Yet
Exxon has a terrific worker safety
record, and it hasn’t had a serious oil
spill since the Exxon Valdez in 1989.
So which is the “real” good company
here? You can probably guess which
way I’d vote. 

The Nike case offers, I think, an
even better illustration of the under-
lying contradictions of socially re-
sponsible investing. It turns out that
the reason TIAA-CREF put Nike’s
stock back in its socially responsible
portfolio is that a company in Boston,
KLD Research & Analytics, had giv-
en Nike its seal of approval. KLD is a
small firm that constructs socially
responsible indexes, including the
Domini 400. Its 40-member staff in-
cludes about two dozen researchers
who supposedly dig into companies
and decide which should be included
in its indexes — and which should be
excluded. Its biggest index, the KLD
Broad Market Social Index, uses the
Russell 3000 as its universe, which it
has whittled down to 2,050 companies
it deems acceptable.

TIAA-CREF is a client of KLD.
That means that in addition to licens-
ing the KLD Broad Market Social In-
dex and KLD’s research products,
the larger firm accepts KLD as its
ultimate arbiter of which companies
are socially responsible. Indeed, the
prospectus for TIAA-CREF’s social-
ly responsible equity fund specifical-
ly states that its criteria for choosing
companies are based on the KLD
broad market index. 

Thus, last year, when KLD decided
to toss Coca-Cola out of its indexes —

for reasons including “controversies
over how they market the product to
schools,” according to Eric Fernald,
KLD’s research director — TIAA-
CREF automatically followed suit. (I
should point out that this applies only
to TIAA-CREF’s socially responsible
funds, not its other investment prod-
ucts.) Although not every one of its
clients accepts KLD’s word as gos-
pel, the firm’s screening methodolo-
gy is widely accepted among socially
responsible fund managers, and it
consequently has a great deal of
sway.

I spent a lot of time this week talk-
ing to people at KLD, including its co-
founder and president, Peter Kinder.
They are smart and likeable, and
their heart is in the right place. But I
came away thinking that that sway
was undeserved.

Consider, first, the size of the
place. Two dozen researchers are
monitoring 3,000 companies — and
writing in-depth reports? How is that
even possible? It’s not. Mr. Kinder
told me that the employees almost
never go abroad to do on-site inspec-
tions, but rely on media reports,
blogs, interactions with activist or-
ganizations and conversations with
the company itself. That hardly
seems like enough to make a deci-
sion on whether a company is good or
bad.

Then there’s the question of how
KLD goes about reaching its conclu-
sions. Nike’s relationship with its
manufacturers abroad was first
brought to light by activists in the
1990s, who wanted to find a big brand
that captured people’s attention. As
the largest seller of athletic shoes in
the world, Nike was the obvious tar-
get. But Nike was using the same
factories as Reebok and other shoe
manufacturers, including Timber-
land, a darling of the socially respon-
sible crowd. While Reebok and Tim-
berland stayed, only Nike was ousted
from the KLD index.

When I asked Mr. Fernald to ex-
plain why Nike was bad, but Reebok
was good, he said, “We wrestled with

that at the time.” Reebok, he said,
had taken some positive steps, but
more than that: “Nike was the mar-
ket leader. And there is an extra bur-
den for the market leader.” In other
words, Nike was being punished be-
cause it had beaten its competitors in
the marketplace, not because its
practices were any worse than any-
one else in the industry.

Today, a decade later, there is no
doubt that Nike has done a lot to
change its ways. It monitors its sup-
ply chain rigorously. It publishes
data on its Web site. It has become a
company deeply invested in corpo-
rate social responsibility, with 97 em-
ployees working solely on that divi-
sion. Hannah Jones, who leads Nike’s
efforts, told me that corporate re-
sponsibility was now embedded in
the fabric of the company.

Ms. Jones also said that the com-
pany has come a long way in helping
those factory workers. And virtually
everyone I spoke to, with the excep-
tion of Mr. Keady, agreed.

But it is also true that for most of
those workers, pay is still low, condi-
tions are still less than ideal and
change is slow in coming, something
Nike is pretty forthright in conced-
ing. There are still lots of problems
at the factories that make Nike
sneakers.

Yet Nike is now back in KLD’s
good graces. Which is fine. But when
I read a recent KLD report about
Nike I had no sense that the firm had
any deep knowledge of what is actu-
ally going on in those factories and
how much of it is Nike’s responsibil-
ity. Mostly, it was compiled from
news clips and the like, much of
which was from 2004 or even earlier.

“To throw them out was a ques-
tionable decision,” said Dara
O’Rourke, an associate professor at
the University of California, Berke-
ley, who has closely studied Nike’s
overseas outsourcing. “And to put
them back in was equally question-
able.” In his opinion, both decisions
were based more on public percep-
tion than reality. 

Surely, he’s right. It would be nice
if we could invest our money only in
companies that had terrific human
rights record, fabulous environmen-
tal values and wonderful compas-
sionate cultures.

Too bad it’s impossible.

Social-Goal Stock Screens:
Well-Meaning but Flawed 
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industry have moved into the mar-
ket, offering low-cost bundles of serv-
ices, including phone, cable and In-
ternet access. As a result, Vonage
stock has steadily lost value.

Last May, Vonage went public in a
highly publicized offering priced at
$17. It sold 31.3 million shares and
raised $531.3 million. The shares fell
nearly 13 percent on the first day,
closing at $14.85. It closed at $3.37
Thursday. The stock market was
closed yesterday.

Vonage shares dropped more than
25 percent to reach a record low of $3

a share after Judge Hilton ordered
the company on March 23 to stop us-
ing technologies patented by Veri-
zon. 

Shares of Verizon rose 39 cents, to
close at $38 on Thursday.

John Thorne, Verizon senior vice
president and deputy general coun-
sel, said in an interview yesterday
that Vonage did not adequately make
its case for a full stay of the ruling,
which would have allowed the com-
pany to continue acquiring new busi-
ness while the appeal was pending. 

The partial injunction, he said, was
a fair compromise.

“Judge Hilton exercised the
court’s equitable discretion to craft a

middle path that allows Vonage to
continue serving its existing custom-
ers while protecting Verizon’s pat-
ents from increased infringement
during the appeal process,” Mr.
Thorne said in a statement. Mr.
Thorne said he expected the ruling to
be upheld on appeal. 

Verizon filed its original complaint

against Vonage last June, accusing
the company of violating seven pat-
ents related to voice calls on the In-
ternet.

Later, the company scaled back
the complaint to include only five
patents, and in March the court ruled
Vonage had not infringed two of
them. The patents that the court
ruled that Vonage had infringed re-
lated to connecting Internet calls to
traditional phone networks, Wi-Fi
and services like call-waiting and
voice mail. 

Vonage has denied the claims, say-
ing that its service uses standard
“off the shelf” technology. Neverthe-
less, the company said, it is develop-
ing a workaround that does not in-
clude the technology in dispute.

Gigi Sohn, a lawyer with Public
Knowledge, a public interest re-
search organization in Washington,
criticized the ruling for its potential
impact on competition so early in an
emerging industry. “Any time a com-
pany is told they can’t add new cus-
tomers it’s pretty serious,” Ms. Sohn
said. “I’m not sure the judge fully un-
derstands what this could do to a rel-
atively small company like Vonage.” 

Ms. Sohn said Verizon was unfairly
using its patents as a competitive
weapon. “I think Verizon is pulling
out all the stops to put Vonage out of
business,” she said.

At a hearing scheduled for next
Thursday the judge will set the
amount of bond Vonage must post
during the appeal process. 

Verizon has asked the court for a
bond of $189 million to cover dam-
ages for infringement of the patents
by Vonage’s existing customers, in
addition to the $66 million bond it was
already ordered to post.

A Setback Then a Reprieve Granted to Vonage in the Courts 
Continued From First Business Page

The Internet phone
service can sign new
subscribers, for now. 

By Bloomberg News

Hynix Semiconductor, the
world’s second-largest computer
memory chip maker, has won a
dismissal of claims by Sun Mi-
crosystems that it conspired to
drive up memory chip prices, over-
charging chip buyers.

Judge Phyllis Hamilton of Fed-
eral District Court in San Francis-
co said in a ruling issued late
Thursday that Sun, the server
computer maker, had failed to
specify in its complaint whether its
chip purchases occurred in the
United States or abroad and did
not provide other details about
where the harm to the company oc-
curred.

The complaint “fails to provide
fair notice of the entire basis — i.e.

foreign harm versus domestic
harm — for plaintiff’s claims,”
Judge Hamilton said in the ruling.
She gave Sun and the Unisys Cor-
poration, which also sued, until
May 4 to file an amended com-
plaint.

Sun and Unisys sued Hynix and
several other chip makers in Sep-
tember, accusing of antitrust vio-
lations and unfair business prac-
tices. They said they were over-
charged for dynamic random ac-
cess memory, or DRAM, chips, the
memory component in computers
and other electronic devices.
DRAM makers have faced similar
claims by the Justice Department,
state governments and other
DRAM purchasers.

A spokeswoman for Sun, Kathy
Engle, did not respond to a mes-

sage left after hours.
In May 2005, Hynix pleaded

guilty to price-fixing claims and
was ordered to pay a $185 million
fine.

A Hynix senior vice president for
memory sales and marketing was
accused in an indictment in Octo-
ber of participating in a global con-
spiracy to fix DRAM prices.

The settlement and indictment
were part of a federal investiga-
tion into price fixing in the chip
market that has led to claims
against 4 companies and 16 indi-
viduals who have been fined $731
million, the federal government
said.

Samsung, the world’s biggest
maker of computer memory chips,
agreed to pay $300 million in 2005
to settle antitrust claims.

Sun’s Complaint on Chip Maker Is Dismissed
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ings report trumpeted a 15 percent
rise in net income. At the same time,
the company, public but still family-
run, is trying to counter an impres-
sion in some circles that it has lost its
sophisticated edge, the chic that pro-
pelled it through the swinging ’60s
and ’70s.

To illustrate Bulgari’s new cam-
paign, James Hurley, a managing di-
rector at the Telsey Advisory Group
and the senior analyst covering luxu-
ry goods, cited the huge billboard
that covered the scaffolding during
the Manhattan store’s revamping.
The billboard featured a quote from
Andy Warhol from the ’60s, saying
that a visit to Bulgari was like a trip
to a contemporary art museum.
“That certainly harks back to the
heyday, doesn’t it?” he said.

Mr. Hurley compared Bulgari to
Chanel and Gucci and Vuitton — but
with even more growth potential.
Louis Vuitton sells 5 billion euros, or
about $6.69 billion, of its largely
V-imprinted merchandise a year;
Chanel sells $2.5 billion, he said. “Bul-
gari just hit $1 billion with this latest
statement for 2006. There’s still a lot
of organic growth to come.”

As with many luxury goods ana-
lysts, he said he saw no waning of the
hunger for those glamorous names.
While the National Retail Federation
is forecasting a “subdued” picture
for most retailing in the first half of
2007, many of the luxury brands are
forecasting double-digit growth.

“Gucci is doing well, even after
Tom Ford left,” he said. “Chanel —
one brand that had a little bit of a
pause at the end of ’05 and the be-
ginning of ’06 — has really come on
strong lately. Its classic quilted bag
has now become the ‘it’ bag.”

That fits in with Bulgari’s rosy
predictions. And if Mr. Bulgari, 66,
the company’s vice chairman, is
more concerned with coins and jew-
els, his nephew, Francesco Trapani,
50, is more involved with finance. Mr.
Trapani, the chief executive of the
company, said its most audacious

new venture — the Bulgari Hotel Spa
in Milan, opened two years ago, and
its newer sister resort in Bali — “will
remain a small part, will have little
impact,” on the company’s finances.
“The real impact of the hotel,” he
said, in an interview via closed-cir-
cuit video from Rome, “is to promote
the brand.”

The Bulgari hotel operation, Mr.
Trapani said, is different from those
of other luxury brands, notably
Armani and Versace. “We did not li-
cense out the name to other compa-
nies,’’ he said. “We are going very
slow. It’s a virgin industry for us. We
did not want to be just an investor.
We own 65 percent, and the Ritz-
Carlton owns 35 percent. In this role,
we not only control the image and de-
sign, we decide what kind of services
to offer.”

Within the next several years, he
said, Bulgari hopes to open three or
four more hotels, and is looking at
properties in Paris, London, New
York, Tokyo and Shanghai, among
others.

Mr. Trapani once waxed ecstatic
about the growth potential of China.

While still proclaiming the signif-
icance of that market — Bulgari end-
ed 2006 with four stores and plans to
end 2007 with eight — he now called
doing business there “very challeng-
ing.”

“The bureaucracy is very heavy;
you need thousands of authoriza-
tions,” he said. “It’s a mess.”

Because of that, he said, “the as-
sortment of products in our stores
there is not as complete because the
imports of merchandise — the re-
plenishment — is still very slow.” 

Still, he said, he is optimistic, not
only about mainland China, but Hong
Kong, Taipei and especially Macao,
which he said was developing “very
quickly.”

At the same time, he said he felt
that the American market, which
represents 16 percent of the busi-
ness, was not doing as well as it
could, hence, the new store remodel-
ing in Midtown. He added that the
plan is to invest even more in the
United States in the next three to five
years: Bulgari will open “a lot of ad-
ditional stores in second-tier cities;
this year, we’ve opened in Costa

Mesa and we’ll open in Boca Raton.”
Besides opening stores, Bulgari

plans to bolster its wholesale watch
business — that is, its sales to de-
partment stores and other non-Bul-
gari boutiques. “Not increasing the
number of stores,” he said, “but be-
coming more important, more of a
presence, in those we supply.”

Right now, jewelry — baubles like
a pink tourmaline and diamond “jel-
lyfish” Mr. Bulgari exhibited
($38,800) — make up 40 percent of
the company’s sales. Watches make
up 29 percent, perfume 20 percent
and accessories like the python hand-

bags make up 10 percent.
Those percentages could shift

around in the next couple of years.
“We expect accessories to grow fast-
er than the others, if only for a few
years,” the chief executive said, add-
ing that he is even considering open-
ing some “dedicated” accessory
shops, that is, boutiques that sell only
accessories like leather goods and
sunglasses.

While Mr. Trapani said he would
like to introduce even more expen-
sive ladies’ watches, which start at
$1,400, Mr. Hurley, the analyst, said
he believed that Bulgari should be
expanding its women’s watches
downward in price — their jeweled
watches sell for more than $20,000 —
and become more “sporty.” 

While other luxury watch brands
remain white-hot, “Bulgari’s watch
business has been weaker than ex-
pected,” Mr. Hurley said. “Watches,
as a total percentage of total reve-
nues, have declined.” 

Although the percentage loss may
have something to do with the intro-
duction of new products like hand-
bags and sunglasses, Mr. Hurley said
that Bulgari, unlike some other luxu-
ry watch companies, does not manu-
facture its own watches. “The com-
pany buys its movements from third
parties,” he said. (Bulgari actually
produced its first watch movement
in 2006, a tourbillon that sells for
$137,000, Mr. Trapani said.) 

In the past, the company has also
had problems with “gray goods,” au-
thentic merchandise that was
shipped from distributors to retail-
ers, perhaps in other countries, who
then sold it at unauthorized dis-
counts, undercutting the market, Mr.
Hurley said.

Company officials said that situa-
tion was corrected as soon as they
found about it.

Whatever the problems may have
been, the company’s most recent
numbers were strong.

“They’ve been trying to get the
great vibes back,” Mr. Hurley said,
“and I think they’ve done it.”

Photographs by Tony Cenicola/The New York Times

Bulgari’s Fifth Avenue store has gone through a multimillion-dollar redesign that allows for more sunlight, giving the sense of an atrium.

House of Bulgari Is Remodeling With New Ventures

Sales of accessories, like this pearl
purse, are expected to grow. 
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to “engage with companies on gov-
ernance, environmental, social and
performance issues.” One of its exec-
utives, John Wilcox, does nothing but
manage the firm’s work in this area.

Indeed, after the meet-
ing, Mr. Wilcox ap-
proached Mr. Keady, and
they huddled for about 10
minutes. Mr. Wilcox lis-
tened respectfully, and of-
fered to meet with Mr.

Keady for a longer discussion.
But then I spoke to Mr. Wilcox, and

discovered something that surprised
me. Nike, which had been kicked out
of TIAA-CREF’s socially responsible
funds back when it was first engulfed
in controversy over the treatment of
workers in overseas factories, was
reinstated in the summer of 2005.
Which means that TIAA-CREF had
come to the view that Nike had
earned the right to rejoin the ranks
of socially responsible companies.
But what, exactly, was that judg-
ment based on?

I should concede right here that
I’ve always harbored some suspicion
about socially responsible investing.
The longstanding complaint from
skeptics is that it forces investors to
accept lower returns — because lots
of rising stocks are excluded — for
dubious social good. But perform-
ance isn’t really the problem. A num-
ber of socially screened mutual
funds have done just fine, and the
benchmark Domini 400 index, which
is made up entirely of companies
viewed as socially responsible, has
actually outperformed the Standard
& Poor’s 500-stock index over the
course of its 16-year existence. Be-
sides, most mainstream mutual fund
managers don’t consistently beat the
market, so why should socially re-
sponsible fund managers be held to a
higher standard?

No, my problem is that socially re-
sponsible investing oversimplifies
the world, and in so doing distorts re-
ality. It allows investors to believe
that their money is only being invest-
ed in “good companies,” and they
take foolish comfort in that belief.
Rare is the company, after all, that is
either all good or all bad. To put it an-
other way, socially responsible in-
vesting creates the illusion that the
world is black and white, when its
real color is gray.

Take oil companies. It’s fair to say
that the socially responsible crowd
has no use for energy companies.
For years, the only oil company such
funds would even consider was BP,
because of its early warnings about
global warming and its embrace of
environmental values. But in 2005, a
BP refinery in Texas had a major ex-
plosion, killing 15 workers and injur-
ing more than 100 others. And last
year, the company spilled oil in the
North Slope of Alaska. The world
woke up to the fact that BP had a
pretty shoddy safety and mainte-
nance record. 

At the other extreme is Exxon
Mobil, a company many socially re-
sponsible investors detest, because
of its longstanding (and recently
abandoned) reluctance to embrace
the global warming consensus. Yet
Exxon has a terrific worker safety
record, and it hasn’t had a serious oil
spill since the Exxon Valdez in 1989.
So which is the “real” good company
here? You can probably guess which
way I’d vote. 

The Nike case offers, I think, an
even better illustration of the under-
lying contradictions of socially re-
sponsible investing. It turns out that
the reason TIAA-CREF put Nike’s
stock back in its socially responsible
portfolio is that a company in Boston,
KLD Research & Analytics, had giv-
en Nike its seal of approval. KLD is a
small firm that constructs socially
responsible indexes, including the
Domini 400. Its 40-member staff in-
cludes about two dozen researchers
who supposedly dig into companies
and decide which should be included
in its indexes — and which should be
excluded. Its biggest index, the KLD
Broad Market Social Index, uses the
Russell 3000 as its universe, which it
has whittled down to 2,050 companies
it deems acceptable.

TIAA-CREF is a client of KLD.
That means that in addition to licens-
ing the KLD Broad Market Social In-
dex and KLD’s research products,
the larger firm accepts KLD as its
ultimate arbiter of which companies
are socially responsible. Indeed, the
prospectus for TIAA-CREF’s social-
ly responsible equity fund specifical-
ly states that its criteria for choosing
companies are based on the KLD
broad market index. 

Thus, last year, when KLD decided
to toss Coca-Cola out of its indexes —

for reasons including “controversies
over how they market the product to
schools,” according to Eric Fernald,
KLD’s research director — TIAA-
CREF automatically followed suit. (I
should point out that this applies only
to TIAA-CREF’s socially responsible
funds, not its other investment prod-
ucts.) Although not every one of its
clients accepts KLD’s word as gos-
pel, the firm’s screening methodolo-
gy is widely accepted among socially
responsible fund managers, and it
consequently has a great deal of
sway.

I spent a lot of time this week talk-
ing to people at KLD, including its co-
founder and president, Peter Kinder.
They are smart and likeable, and
their heart is in the right place. But I
came away thinking that that sway
was undeserved.

Consider, first, the size of the
place. Two dozen researchers are
monitoring 3,000 companies — and
writing in-depth reports? How is that
even possible? It’s not. Mr. Kinder
told me that the employees almost
never go abroad to do on-site inspec-
tions, but rely on media reports,
blogs, interactions with activist or-
ganizations and conversations with
the company itself. That hardly
seems like enough to make a deci-
sion on whether a company is good or
bad.

Then there’s the question of how
KLD goes about reaching its conclu-
sions. Nike’s relationship with its
manufacturers abroad was first
brought to light by activists in the
1990s, who wanted to find a big brand
that captured people’s attention. As
the largest seller of athletic shoes in
the world, Nike was the obvious tar-
get. But Nike was using the same
factories as Reebok and other shoe
manufacturers, including Timber-
land, a darling of the socially respon-
sible crowd. While Reebok and Tim-
berland stayed, only Nike was ousted
from the KLD index.

When I asked Mr. Fernald to ex-
plain why Nike was bad, but Reebok
was good, he said, “We wrestled with

that at the time.” Reebok, he said,
had taken some positive steps, but
more than that: “Nike was the mar-
ket leader. And there is an extra bur-
den for the market leader.” In other
words, Nike was being punished be-
cause it had beaten its competitors in
the marketplace, not because its
practices were any worse than any-
one else in the industry.

Today, a decade later, there is no
doubt that Nike has done a lot to
change its ways. It monitors its sup-
ply chain rigorously. It publishes
data on its Web site. It has become a
company deeply invested in corpo-
rate social responsibility, with 97 em-
ployees working solely on that divi-
sion. Hannah Jones, who leads Nike’s
efforts, told me that corporate re-
sponsibility was now embedded in
the fabric of the company.

Ms. Jones also said that the com-
pany has come a long way in helping
those factory workers. And virtually
everyone I spoke to, with the excep-
tion of Mr. Keady, agreed.

But it is also true that for most of
those workers, pay is still low, condi-
tions are still less than ideal and
change is slow in coming, something
Nike is pretty forthright in conced-
ing. There are still lots of problems
at the factories that make Nike
sneakers.

Yet Nike is now back in KLD’s
good graces. Which is fine. But when
I read a recent KLD report about
Nike I had no sense that the firm had
any deep knowledge of what is actu-
ally going on in those factories and
how much of it is Nike’s responsibil-
ity. Mostly, it was compiled from
news clips and the like, much of
which was from 2004 or even earlier.

“To throw them out was a ques-
tionable decision,” said Dara
O’Rourke, an associate professor at
the University of California, Berke-
ley, who has closely studied Nike’s
overseas outsourcing. “And to put
them back in was equally question-
able.” In his opinion, both decisions
were based more on public percep-
tion than reality. 

Surely, he’s right. It would be nice
if we could invest our money only in
companies that had terrific human
rights record, fabulous environmen-
tal values and wonderful compas-
sionate cultures.

Too bad it’s impossible.

Social-Goal Stock Screens:
Well-Meaning but Flawed 
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industry have moved into the mar-
ket, offering low-cost bundles of serv-
ices, including phone, cable and In-
ternet access. As a result, Vonage
stock has steadily lost value.

Last May, Vonage went public in a
highly publicized offering priced at
$17. It sold 31.3 million shares and
raised $531.3 million. The shares fell
nearly 13 percent on the first day,
closing at $14.85. It closed at $3.37
Thursday. The stock market was
closed yesterday.

Vonage shares dropped more than
25 percent to reach a record low of $3

a share after Judge Hilton ordered
the company on March 23 to stop us-
ing technologies patented by Veri-
zon. 

Shares of Verizon rose 39 cents, to
close at $38 on Thursday.

John Thorne, Verizon senior vice
president and deputy general coun-
sel, said in an interview yesterday
that Vonage did not adequately make
its case for a full stay of the ruling,
which would have allowed the com-
pany to continue acquiring new busi-
ness while the appeal was pending. 

The partial injunction, he said, was
a fair compromise.

“Judge Hilton exercised the
court’s equitable discretion to craft a

middle path that allows Vonage to
continue serving its existing custom-
ers while protecting Verizon’s pat-
ents from increased infringement
during the appeal process,” Mr.
Thorne said in a statement. Mr.
Thorne said he expected the ruling to
be upheld on appeal. 

Verizon filed its original complaint

against Vonage last June, accusing
the company of violating seven pat-
ents related to voice calls on the In-
ternet.

Later, the company scaled back
the complaint to include only five
patents, and in March the court ruled
Vonage had not infringed two of
them. The patents that the court
ruled that Vonage had infringed re-
lated to connecting Internet calls to
traditional phone networks, Wi-Fi
and services like call-waiting and
voice mail. 

Vonage has denied the claims, say-
ing that its service uses standard
“off the shelf” technology. Neverthe-
less, the company said, it is develop-
ing a workaround that does not in-
clude the technology in dispute.

Gigi Sohn, a lawyer with Public
Knowledge, a public interest re-
search organization in Washington,
criticized the ruling for its potential
impact on competition so early in an
emerging industry. “Any time a com-
pany is told they can’t add new cus-
tomers it’s pretty serious,” Ms. Sohn
said. “I’m not sure the judge fully un-
derstands what this could do to a rel-
atively small company like Vonage.” 

Ms. Sohn said Verizon was unfairly
using its patents as a competitive
weapon. “I think Verizon is pulling
out all the stops to put Vonage out of
business,” she said.

At a hearing scheduled for next
Thursday the judge will set the
amount of bond Vonage must post
during the appeal process. 

Verizon has asked the court for a
bond of $189 million to cover dam-
ages for infringement of the patents
by Vonage’s existing customers, in
addition to the $66 million bond it was
already ordered to post.

A Setback Then a Reprieve Granted to Vonage in the Courts 
Continued From First Business Page

The Internet phone
service can sign new
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By Bloomberg News

Hynix Semiconductor, the
world’s second-largest computer
memory chip maker, has won a
dismissal of claims by Sun Mi-
crosystems that it conspired to
drive up memory chip prices, over-
charging chip buyers.

Judge Phyllis Hamilton of Fed-
eral District Court in San Francis-
co said in a ruling issued late
Thursday that Sun, the server
computer maker, had failed to
specify in its complaint whether its
chip purchases occurred in the
United States or abroad and did
not provide other details about
where the harm to the company oc-
curred.

The complaint “fails to provide
fair notice of the entire basis — i.e.

foreign harm versus domestic
harm — for plaintiff’s claims,”
Judge Hamilton said in the ruling.
She gave Sun and the Unisys Cor-
poration, which also sued, until
May 4 to file an amended com-
plaint.

Sun and Unisys sued Hynix and
several other chip makers in Sep-
tember, accusing of antitrust vio-
lations and unfair business prac-
tices. They said they were over-
charged for dynamic random ac-
cess memory, or DRAM, chips, the
memory component in computers
and other electronic devices.
DRAM makers have faced similar
claims by the Justice Department,
state governments and other
DRAM purchasers.

A spokeswoman for Sun, Kathy
Engle, did not respond to a mes-

sage left after hours.
In May 2005, Hynix pleaded

guilty to price-fixing claims and
was ordered to pay a $185 million
fine.

A Hynix senior vice president for
memory sales and marketing was
accused in an indictment in Octo-
ber of participating in a global con-
spiracy to fix DRAM prices.

The settlement and indictment
were part of a federal investiga-
tion into price fixing in the chip
market that has led to claims
against 4 companies and 16 indi-
viduals who have been fined $731
million, the federal government
said.

Samsung, the world’s biggest
maker of computer memory chips,
agreed to pay $300 million in 2005
to settle antitrust claims.

Sun’s Complaint on Chip Maker Is Dismissed
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ings report trumpeted a 15 percent
rise in net income. At the same time,
the company, public but still family-
run, is trying to counter an impres-
sion in some circles that it has lost its
sophisticated edge, the chic that pro-
pelled it through the swinging ’60s
and ’70s.

To illustrate Bulgari’s new cam-
paign, James Hurley, a managing di-
rector at the Telsey Advisory Group
and the senior analyst covering luxu-
ry goods, cited the huge billboard
that covered the scaffolding during
the Manhattan store’s revamping.
The billboard featured a quote from
Andy Warhol from the ’60s, saying
that a visit to Bulgari was like a trip
to a contemporary art museum.
“That certainly harks back to the
heyday, doesn’t it?” he said.

Mr. Hurley compared Bulgari to
Chanel and Gucci and Vuitton — but
with even more growth potential.
Louis Vuitton sells 5 billion euros, or
about $6.69 billion, of its largely
V-imprinted merchandise a year;
Chanel sells $2.5 billion, he said. “Bul-
gari just hit $1 billion with this latest
statement for 2006. There’s still a lot
of organic growth to come.”

As with many luxury goods ana-
lysts, he said he saw no waning of the
hunger for those glamorous names.
While the National Retail Federation
is forecasting a “subdued” picture
for most retailing in the first half of
2007, many of the luxury brands are
forecasting double-digit growth.

“Gucci is doing well, even after
Tom Ford left,” he said. “Chanel —
one brand that had a little bit of a
pause at the end of ’05 and the be-
ginning of ’06 — has really come on
strong lately. Its classic quilted bag
has now become the ‘it’ bag.”

That fits in with Bulgari’s rosy
predictions. And if Mr. Bulgari, 66,
the company’s vice chairman, is
more concerned with coins and jew-
els, his nephew, Francesco Trapani,
50, is more involved with finance. Mr.
Trapani, the chief executive of the
company, said its most audacious

new venture — the Bulgari Hotel Spa
in Milan, opened two years ago, and
its newer sister resort in Bali — “will
remain a small part, will have little
impact,” on the company’s finances.
“The real impact of the hotel,” he
said, in an interview via closed-cir-
cuit video from Rome, “is to promote
the brand.”

The Bulgari hotel operation, Mr.
Trapani said, is different from those
of other luxury brands, notably
Armani and Versace. “We did not li-
cense out the name to other compa-
nies,’’ he said. “We are going very
slow. It’s a virgin industry for us. We
did not want to be just an investor.
We own 65 percent, and the Ritz-
Carlton owns 35 percent. In this role,
we not only control the image and de-
sign, we decide what kind of services
to offer.”

Within the next several years, he
said, Bulgari hopes to open three or
four more hotels, and is looking at
properties in Paris, London, New
York, Tokyo and Shanghai, among
others.

Mr. Trapani once waxed ecstatic
about the growth potential of China.

While still proclaiming the signif-
icance of that market — Bulgari end-
ed 2006 with four stores and plans to
end 2007 with eight — he now called
doing business there “very challeng-
ing.”

“The bureaucracy is very heavy;
you need thousands of authoriza-
tions,” he said. “It’s a mess.”

Because of that, he said, “the as-
sortment of products in our stores
there is not as complete because the
imports of merchandise — the re-
plenishment — is still very slow.” 

Still, he said, he is optimistic, not
only about mainland China, but Hong
Kong, Taipei and especially Macao,
which he said was developing “very
quickly.”

At the same time, he said he felt
that the American market, which
represents 16 percent of the busi-
ness, was not doing as well as it
could, hence, the new store remodel-
ing in Midtown. He added that the
plan is to invest even more in the
United States in the next three to five
years: Bulgari will open “a lot of ad-
ditional stores in second-tier cities;
this year, we’ve opened in Costa

Mesa and we’ll open in Boca Raton.”
Besides opening stores, Bulgari

plans to bolster its wholesale watch
business — that is, its sales to de-
partment stores and other non-Bul-
gari boutiques. “Not increasing the
number of stores,” he said, “but be-
coming more important, more of a
presence, in those we supply.”

Right now, jewelry — baubles like
a pink tourmaline and diamond “jel-
lyfish” Mr. Bulgari exhibited
($38,800) — make up 40 percent of
the company’s sales. Watches make
up 29 percent, perfume 20 percent
and accessories like the python hand-

bags make up 10 percent.
Those percentages could shift

around in the next couple of years.
“We expect accessories to grow fast-
er than the others, if only for a few
years,” the chief executive said, add-
ing that he is even considering open-
ing some “dedicated” accessory
shops, that is, boutiques that sell only
accessories like leather goods and
sunglasses.

While Mr. Trapani said he would
like to introduce even more expen-
sive ladies’ watches, which start at
$1,400, Mr. Hurley, the analyst, said
he believed that Bulgari should be
expanding its women’s watches
downward in price — their jeweled
watches sell for more than $20,000 —
and become more “sporty.” 

While other luxury watch brands
remain white-hot, “Bulgari’s watch
business has been weaker than ex-
pected,” Mr. Hurley said. “Watches,
as a total percentage of total reve-
nues, have declined.” 

Although the percentage loss may
have something to do with the intro-
duction of new products like hand-
bags and sunglasses, Mr. Hurley said
that Bulgari, unlike some other luxu-
ry watch companies, does not manu-
facture its own watches. “The com-
pany buys its movements from third
parties,” he said. (Bulgari actually
produced its first watch movement
in 2006, a tourbillon that sells for
$137,000, Mr. Trapani said.) 

In the past, the company has also
had problems with “gray goods,” au-
thentic merchandise that was
shipped from distributors to retail-
ers, perhaps in other countries, who
then sold it at unauthorized dis-
counts, undercutting the market, Mr.
Hurley said.

Company officials said that situa-
tion was corrected as soon as they
found about it.

Whatever the problems may have
been, the company’s most recent
numbers were strong.

“They’ve been trying to get the
great vibes back,” Mr. Hurley said,
“and I think they’ve done it.”

Photographs by Tony Cenicola/The New York Times

Bulgari’s Fifth Avenue store has gone through a multimillion-dollar redesign that allows for more sunlight, giving the sense of an atrium.

House of Bulgari Is Remodeling With New Ventures

Sales of accessories, like this pearl
purse, are expected to grow. 
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to “engage with companies on gov-
ernance, environmental, social and
performance issues.” One of its exec-
utives, John Wilcox, does nothing but
manage the firm’s work in this area.

Indeed, after the meet-
ing, Mr. Wilcox ap-
proached Mr. Keady, and
they huddled for about 10
minutes. Mr. Wilcox lis-
tened respectfully, and of-
fered to meet with Mr.

Keady for a longer discussion.
But then I spoke to Mr. Wilcox, and

discovered something that surprised
me. Nike, which had been kicked out
of TIAA-CREF’s socially responsible
funds back when it was first engulfed
in controversy over the treatment of
workers in overseas factories, was
reinstated in the summer of 2005.
Which means that TIAA-CREF had
come to the view that Nike had
earned the right to rejoin the ranks
of socially responsible companies.
But what, exactly, was that judg-
ment based on?

I should concede right here that
I’ve always harbored some suspicion
about socially responsible investing.
The longstanding complaint from
skeptics is that it forces investors to
accept lower returns — because lots
of rising stocks are excluded — for
dubious social good. But perform-
ance isn’t really the problem. A num-
ber of socially screened mutual
funds have done just fine, and the
benchmark Domini 400 index, which
is made up entirely of companies
viewed as socially responsible, has
actually outperformed the Standard
& Poor’s 500-stock index over the
course of its 16-year existence. Be-
sides, most mainstream mutual fund
managers don’t consistently beat the
market, so why should socially re-
sponsible fund managers be held to a
higher standard?

No, my problem is that socially re-
sponsible investing oversimplifies
the world, and in so doing distorts re-
ality. It allows investors to believe
that their money is only being invest-
ed in “good companies,” and they
take foolish comfort in that belief.
Rare is the company, after all, that is
either all good or all bad. To put it an-
other way, socially responsible in-
vesting creates the illusion that the
world is black and white, when its
real color is gray.

Take oil companies. It’s fair to say
that the socially responsible crowd
has no use for energy companies.
For years, the only oil company such
funds would even consider was BP,
because of its early warnings about
global warming and its embrace of
environmental values. But in 2005, a
BP refinery in Texas had a major ex-
plosion, killing 15 workers and injur-
ing more than 100 others. And last
year, the company spilled oil in the
North Slope of Alaska. The world
woke up to the fact that BP had a
pretty shoddy safety and mainte-
nance record. 

At the other extreme is Exxon
Mobil, a company many socially re-
sponsible investors detest, because
of its longstanding (and recently
abandoned) reluctance to embrace
the global warming consensus. Yet
Exxon has a terrific worker safety
record, and it hasn’t had a serious oil
spill since the Exxon Valdez in 1989.
So which is the “real” good company
here? You can probably guess which
way I’d vote. 

The Nike case offers, I think, an
even better illustration of the under-
lying contradictions of socially re-
sponsible investing. It turns out that
the reason TIAA-CREF put Nike’s
stock back in its socially responsible
portfolio is that a company in Boston,
KLD Research & Analytics, had giv-
en Nike its seal of approval. KLD is a
small firm that constructs socially
responsible indexes, including the
Domini 400. Its 40-member staff in-
cludes about two dozen researchers
who supposedly dig into companies
and decide which should be included
in its indexes — and which should be
excluded. Its biggest index, the KLD
Broad Market Social Index, uses the
Russell 3000 as its universe, which it
has whittled down to 2,050 companies
it deems acceptable.

TIAA-CREF is a client of KLD.
That means that in addition to licens-
ing the KLD Broad Market Social In-
dex and KLD’s research products,
the larger firm accepts KLD as its
ultimate arbiter of which companies
are socially responsible. Indeed, the
prospectus for TIAA-CREF’s social-
ly responsible equity fund specifical-
ly states that its criteria for choosing
companies are based on the KLD
broad market index. 

Thus, last year, when KLD decided
to toss Coca-Cola out of its indexes —

for reasons including “controversies
over how they market the product to
schools,” according to Eric Fernald,
KLD’s research director — TIAA-
CREF automatically followed suit. (I
should point out that this applies only
to TIAA-CREF’s socially responsible
funds, not its other investment prod-
ucts.) Although not every one of its
clients accepts KLD’s word as gos-
pel, the firm’s screening methodolo-
gy is widely accepted among socially
responsible fund managers, and it
consequently has a great deal of
sway.

I spent a lot of time this week talk-
ing to people at KLD, including its co-
founder and president, Peter Kinder.
They are smart and likeable, and
their heart is in the right place. But I
came away thinking that that sway
was undeserved.

Consider, first, the size of the
place. Two dozen researchers are
monitoring 3,000 companies — and
writing in-depth reports? How is that
even possible? It’s not. Mr. Kinder
told me that the employees almost
never go abroad to do on-site inspec-
tions, but rely on media reports,
blogs, interactions with activist or-
ganizations and conversations with
the company itself. That hardly
seems like enough to make a deci-
sion on whether a company is good or
bad.

Then there’s the question of how
KLD goes about reaching its conclu-
sions. Nike’s relationship with its
manufacturers abroad was first
brought to light by activists in the
1990s, who wanted to find a big brand
that captured people’s attention. As
the largest seller of athletic shoes in
the world, Nike was the obvious tar-
get. But Nike was using the same
factories as Reebok and other shoe
manufacturers, including Timber-
land, a darling of the socially respon-
sible crowd. While Reebok and Tim-
berland stayed, only Nike was ousted
from the KLD index.

When I asked Mr. Fernald to ex-
plain why Nike was bad, but Reebok
was good, he said, “We wrestled with

that at the time.” Reebok, he said,
had taken some positive steps, but
more than that: “Nike was the mar-
ket leader. And there is an extra bur-
den for the market leader.” In other
words, Nike was being punished be-
cause it had beaten its competitors in
the marketplace, not because its
practices were any worse than any-
one else in the industry.

Today, a decade later, there is no
doubt that Nike has done a lot to
change its ways. It monitors its sup-
ply chain rigorously. It publishes
data on its Web site. It has become a
company deeply invested in corpo-
rate social responsibility, with 97 em-
ployees working solely on that divi-
sion. Hannah Jones, who leads Nike’s
efforts, told me that corporate re-
sponsibility was now embedded in
the fabric of the company.

Ms. Jones also said that the com-
pany has come a long way in helping
those factory workers. And virtually
everyone I spoke to, with the excep-
tion of Mr. Keady, agreed.

But it is also true that for most of
those workers, pay is still low, condi-
tions are still less than ideal and
change is slow in coming, something
Nike is pretty forthright in conced-
ing. There are still lots of problems
at the factories that make Nike
sneakers.

Yet Nike is now back in KLD’s
good graces. Which is fine. But when
I read a recent KLD report about
Nike I had no sense that the firm had
any deep knowledge of what is actu-
ally going on in those factories and
how much of it is Nike’s responsibil-
ity. Mostly, it was compiled from
news clips and the like, much of
which was from 2004 or even earlier.

“To throw them out was a ques-
tionable decision,” said Dara
O’Rourke, an associate professor at
the University of California, Berke-
ley, who has closely studied Nike’s
overseas outsourcing. “And to put
them back in was equally question-
able.” In his opinion, both decisions
were based more on public percep-
tion than reality. 

Surely, he’s right. It would be nice
if we could invest our money only in
companies that had terrific human
rights record, fabulous environmen-
tal values and wonderful compas-
sionate cultures.

Too bad it’s impossible.

Social-Goal Stock Screens:
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industry have moved into the mar-
ket, offering low-cost bundles of serv-
ices, including phone, cable and In-
ternet access. As a result, Vonage
stock has steadily lost value.

Last May, Vonage went public in a
highly publicized offering priced at
$17. It sold 31.3 million shares and
raised $531.3 million. The shares fell
nearly 13 percent on the first day,
closing at $14.85. It closed at $3.37
Thursday. The stock market was
closed yesterday.

Vonage shares dropped more than
25 percent to reach a record low of $3

a share after Judge Hilton ordered
the company on March 23 to stop us-
ing technologies patented by Veri-
zon. 

Shares of Verizon rose 39 cents, to
close at $38 on Thursday.

John Thorne, Verizon senior vice
president and deputy general coun-
sel, said in an interview yesterday
that Vonage did not adequately make
its case for a full stay of the ruling,
which would have allowed the com-
pany to continue acquiring new busi-
ness while the appeal was pending. 

The partial injunction, he said, was
a fair compromise.

“Judge Hilton exercised the
court’s equitable discretion to craft a

middle path that allows Vonage to
continue serving its existing custom-
ers while protecting Verizon’s pat-
ents from increased infringement
during the appeal process,” Mr.
Thorne said in a statement. Mr.
Thorne said he expected the ruling to
be upheld on appeal. 

Verizon filed its original complaint

against Vonage last June, accusing
the company of violating seven pat-
ents related to voice calls on the In-
ternet.

Later, the company scaled back
the complaint to include only five
patents, and in March the court ruled
Vonage had not infringed two of
them. The patents that the court
ruled that Vonage had infringed re-
lated to connecting Internet calls to
traditional phone networks, Wi-Fi
and services like call-waiting and
voice mail. 

Vonage has denied the claims, say-
ing that its service uses standard
“off the shelf” technology. Neverthe-
less, the company said, it is develop-
ing a workaround that does not in-
clude the technology in dispute.

Gigi Sohn, a lawyer with Public
Knowledge, a public interest re-
search organization in Washington,
criticized the ruling for its potential
impact on competition so early in an
emerging industry. “Any time a com-
pany is told they can’t add new cus-
tomers it’s pretty serious,” Ms. Sohn
said. “I’m not sure the judge fully un-
derstands what this could do to a rel-
atively small company like Vonage.” 

Ms. Sohn said Verizon was unfairly
using its patents as a competitive
weapon. “I think Verizon is pulling
out all the stops to put Vonage out of
business,” she said.

At a hearing scheduled for next
Thursday the judge will set the
amount of bond Vonage must post
during the appeal process. 

Verizon has asked the court for a
bond of $189 million to cover dam-
ages for infringement of the patents
by Vonage’s existing customers, in
addition to the $66 million bond it was
already ordered to post.

A Setback Then a Reprieve Granted to Vonage in the Courts 
Continued From First Business Page

The Internet phone
service can sign new
subscribers, for now. 

By Bloomberg News

Hynix Semiconductor, the
world’s second-largest computer
memory chip maker, has won a
dismissal of claims by Sun Mi-
crosystems that it conspired to
drive up memory chip prices, over-
charging chip buyers.

Judge Phyllis Hamilton of Fed-
eral District Court in San Francis-
co said in a ruling issued late
Thursday that Sun, the server
computer maker, had failed to
specify in its complaint whether its
chip purchases occurred in the
United States or abroad and did
not provide other details about
where the harm to the company oc-
curred.

The complaint “fails to provide
fair notice of the entire basis — i.e.

foreign harm versus domestic
harm — for plaintiff’s claims,”
Judge Hamilton said in the ruling.
She gave Sun and the Unisys Cor-
poration, which also sued, until
May 4 to file an amended com-
plaint.

Sun and Unisys sued Hynix and
several other chip makers in Sep-
tember, accusing of antitrust vio-
lations and unfair business prac-
tices. They said they were over-
charged for dynamic random ac-
cess memory, or DRAM, chips, the
memory component in computers
and other electronic devices.
DRAM makers have faced similar
claims by the Justice Department,
state governments and other
DRAM purchasers.

A spokeswoman for Sun, Kathy
Engle, did not respond to a mes-

sage left after hours.
In May 2005, Hynix pleaded

guilty to price-fixing claims and
was ordered to pay a $185 million
fine.

A Hynix senior vice president for
memory sales and marketing was
accused in an indictment in Octo-
ber of participating in a global con-
spiracy to fix DRAM prices.

The settlement and indictment
were part of a federal investiga-
tion into price fixing in the chip
market that has led to claims
against 4 companies and 16 indi-
viduals who have been fined $731
million, the federal government
said.

Samsung, the world’s biggest
maker of computer memory chips,
agreed to pay $300 million in 2005
to settle antitrust claims.

Sun’s Complaint on Chip Maker Is Dismissed
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ings report trumpeted a 15 percent
rise in net income. At the same time,
the company, public but still family-
run, is trying to counter an impres-
sion in some circles that it has lost its
sophisticated edge, the chic that pro-
pelled it through the swinging ’60s
and ’70s.

To illustrate Bulgari’s new cam-
paign, James Hurley, a managing di-
rector at the Telsey Advisory Group
and the senior analyst covering luxu-
ry goods, cited the huge billboard
that covered the scaffolding during
the Manhattan store’s revamping.
The billboard featured a quote from
Andy Warhol from the ’60s, saying
that a visit to Bulgari was like a trip
to a contemporary art museum.
“That certainly harks back to the
heyday, doesn’t it?” he said.

Mr. Hurley compared Bulgari to
Chanel and Gucci and Vuitton — but
with even more growth potential.
Louis Vuitton sells 5 billion euros, or
about $6.69 billion, of its largely
V-imprinted merchandise a year;
Chanel sells $2.5 billion, he said. “Bul-
gari just hit $1 billion with this latest
statement for 2006. There’s still a lot
of organic growth to come.”

As with many luxury goods ana-
lysts, he said he saw no waning of the
hunger for those glamorous names.
While the National Retail Federation
is forecasting a “subdued” picture
for most retailing in the first half of
2007, many of the luxury brands are
forecasting double-digit growth.

“Gucci is doing well, even after
Tom Ford left,” he said. “Chanel —
one brand that had a little bit of a
pause at the end of ’05 and the be-
ginning of ’06 — has really come on
strong lately. Its classic quilted bag
has now become the ‘it’ bag.”

That fits in with Bulgari’s rosy
predictions. And if Mr. Bulgari, 66,
the company’s vice chairman, is
more concerned with coins and jew-
els, his nephew, Francesco Trapani,
50, is more involved with finance. Mr.
Trapani, the chief executive of the
company, said its most audacious

new venture — the Bulgari Hotel Spa
in Milan, opened two years ago, and
its newer sister resort in Bali — “will
remain a small part, will have little
impact,” on the company’s finances.
“The real impact of the hotel,” he
said, in an interview via closed-cir-
cuit video from Rome, “is to promote
the brand.”

The Bulgari hotel operation, Mr.
Trapani said, is different from those
of other luxury brands, notably
Armani and Versace. “We did not li-
cense out the name to other compa-
nies,’’ he said. “We are going very
slow. It’s a virgin industry for us. We
did not want to be just an investor.
We own 65 percent, and the Ritz-
Carlton owns 35 percent. In this role,
we not only control the image and de-
sign, we decide what kind of services
to offer.”

Within the next several years, he
said, Bulgari hopes to open three or
four more hotels, and is looking at
properties in Paris, London, New
York, Tokyo and Shanghai, among
others.

Mr. Trapani once waxed ecstatic
about the growth potential of China.

While still proclaiming the signif-
icance of that market — Bulgari end-
ed 2006 with four stores and plans to
end 2007 with eight — he now called
doing business there “very challeng-
ing.”

“The bureaucracy is very heavy;
you need thousands of authoriza-
tions,” he said. “It’s a mess.”

Because of that, he said, “the as-
sortment of products in our stores
there is not as complete because the
imports of merchandise — the re-
plenishment — is still very slow.” 

Still, he said, he is optimistic, not
only about mainland China, but Hong
Kong, Taipei and especially Macao,
which he said was developing “very
quickly.”

At the same time, he said he felt
that the American market, which
represents 16 percent of the busi-
ness, was not doing as well as it
could, hence, the new store remodel-
ing in Midtown. He added that the
plan is to invest even more in the
United States in the next three to five
years: Bulgari will open “a lot of ad-
ditional stores in second-tier cities;
this year, we’ve opened in Costa

Mesa and we’ll open in Boca Raton.”
Besides opening stores, Bulgari

plans to bolster its wholesale watch
business — that is, its sales to de-
partment stores and other non-Bul-
gari boutiques. “Not increasing the
number of stores,” he said, “but be-
coming more important, more of a
presence, in those we supply.”

Right now, jewelry — baubles like
a pink tourmaline and diamond “jel-
lyfish” Mr. Bulgari exhibited
($38,800) — make up 40 percent of
the company’s sales. Watches make
up 29 percent, perfume 20 percent
and accessories like the python hand-

bags make up 10 percent.
Those percentages could shift

around in the next couple of years.
“We expect accessories to grow fast-
er than the others, if only for a few
years,” the chief executive said, add-
ing that he is even considering open-
ing some “dedicated” accessory
shops, that is, boutiques that sell only
accessories like leather goods and
sunglasses.

While Mr. Trapani said he would
like to introduce even more expen-
sive ladies’ watches, which start at
$1,400, Mr. Hurley, the analyst, said
he believed that Bulgari should be
expanding its women’s watches
downward in price — their jeweled
watches sell for more than $20,000 —
and become more “sporty.” 

While other luxury watch brands
remain white-hot, “Bulgari’s watch
business has been weaker than ex-
pected,” Mr. Hurley said. “Watches,
as a total percentage of total reve-
nues, have declined.” 

Although the percentage loss may
have something to do with the intro-
duction of new products like hand-
bags and sunglasses, Mr. Hurley said
that Bulgari, unlike some other luxu-
ry watch companies, does not manu-
facture its own watches. “The com-
pany buys its movements from third
parties,” he said. (Bulgari actually
produced its first watch movement
in 2006, a tourbillon that sells for
$137,000, Mr. Trapani said.) 

In the past, the company has also
had problems with “gray goods,” au-
thentic merchandise that was
shipped from distributors to retail-
ers, perhaps in other countries, who
then sold it at unauthorized dis-
counts, undercutting the market, Mr.
Hurley said.

Company officials said that situa-
tion was corrected as soon as they
found about it.

Whatever the problems may have
been, the company’s most recent
numbers were strong.

“They’ve been trying to get the
great vibes back,” Mr. Hurley said,
“and I think they’ve done it.”

Photographs by Tony Cenicola/The New York Times

Bulgari’s Fifth Avenue store has gone through a multimillion-dollar redesign that allows for more sunlight, giving the sense of an atrium.

House of Bulgari Is Remodeling With New Ventures

Sales of accessories, like this pearl
purse, are expected to grow. 
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A retailer likened to
Chanel and Gucci, but
with more potential.

to “engage with companies on gov-
ernance, environmental, social and
performance issues.” One of its exec-
utives, John Wilcox, does nothing but
manage the firm’s work in this area.

Indeed, after the meet-
ing, Mr. Wilcox ap-
proached Mr. Keady, and
they huddled for about 10
minutes. Mr. Wilcox lis-
tened respectfully, and of-
fered to meet with Mr.

Keady for a longer discussion.
But then I spoke to Mr. Wilcox, and

discovered something that surprised
me. Nike, which had been kicked out
of TIAA-CREF’s socially responsible
funds back when it was first engulfed
in controversy over the treatment of
workers in overseas factories, was
reinstated in the summer of 2005.
Which means that TIAA-CREF had
come to the view that Nike had
earned the right to rejoin the ranks
of socially responsible companies.
But what, exactly, was that judg-
ment based on?

I should concede right here that
I’ve always harbored some suspicion
about socially responsible investing.
The longstanding complaint from
skeptics is that it forces investors to
accept lower returns — because lots
of rising stocks are excluded — for
dubious social good. But perform-
ance isn’t really the problem. A num-
ber of socially screened mutual
funds have done just fine, and the
benchmark Domini 400 index, which
is made up entirely of companies
viewed as socially responsible, has
actually outperformed the Standard
& Poor’s 500-stock index over the
course of its 16-year existence. Be-
sides, most mainstream mutual fund
managers don’t consistently beat the
market, so why should socially re-
sponsible fund managers be held to a
higher standard?

No, my problem is that socially re-
sponsible investing oversimplifies
the world, and in so doing distorts re-
ality. It allows investors to believe
that their money is only being invest-
ed in “good companies,” and they
take foolish comfort in that belief.
Rare is the company, after all, that is
either all good or all bad. To put it an-
other way, socially responsible in-
vesting creates the illusion that the
world is black and white, when its
real color is gray.

Take oil companies. It’s fair to say
that the socially responsible crowd
has no use for energy companies.
For years, the only oil company such
funds would even consider was BP,
because of its early warnings about
global warming and its embrace of
environmental values. But in 2005, a
BP refinery in Texas had a major ex-
plosion, killing 15 workers and injur-
ing more than 100 others. And last
year, the company spilled oil in the
North Slope of Alaska. The world
woke up to the fact that BP had a
pretty shoddy safety and mainte-
nance record. 

At the other extreme is Exxon
Mobil, a company many socially re-
sponsible investors detest, because
of its longstanding (and recently
abandoned) reluctance to embrace
the global warming consensus. Yet
Exxon has a terrific worker safety
record, and it hasn’t had a serious oil
spill since the Exxon Valdez in 1989.
So which is the “real” good company
here? You can probably guess which
way I’d vote. 

The Nike case offers, I think, an
even better illustration of the under-
lying contradictions of socially re-
sponsible investing. It turns out that
the reason TIAA-CREF put Nike’s
stock back in its socially responsible
portfolio is that a company in Boston,
KLD Research & Analytics, had giv-
en Nike its seal of approval. KLD is a
small firm that constructs socially
responsible indexes, including the
Domini 400. Its 40-member staff in-
cludes about two dozen researchers
who supposedly dig into companies
and decide which should be included
in its indexes — and which should be
excluded. Its biggest index, the KLD
Broad Market Social Index, uses the
Russell 3000 as its universe, which it
has whittled down to 2,050 companies
it deems acceptable.

TIAA-CREF is a client of KLD.
That means that in addition to licens-
ing the KLD Broad Market Social In-
dex and KLD’s research products,
the larger firm accepts KLD as its
ultimate arbiter of which companies
are socially responsible. Indeed, the
prospectus for TIAA-CREF’s social-
ly responsible equity fund specifical-
ly states that its criteria for choosing
companies are based on the KLD
broad market index. 

Thus, last year, when KLD decided
to toss Coca-Cola out of its indexes —

for reasons including “controversies
over how they market the product to
schools,” according to Eric Fernald,
KLD’s research director — TIAA-
CREF automatically followed suit. (I
should point out that this applies only
to TIAA-CREF’s socially responsible
funds, not its other investment prod-
ucts.) Although not every one of its
clients accepts KLD’s word as gos-
pel, the firm’s screening methodolo-
gy is widely accepted among socially
responsible fund managers, and it
consequently has a great deal of
sway.

I spent a lot of time this week talk-
ing to people at KLD, including its co-
founder and president, Peter Kinder.
They are smart and likeable, and
their heart is in the right place. But I
came away thinking that that sway
was undeserved.

Consider, first, the size of the
place. Two dozen researchers are
monitoring 3,000 companies — and
writing in-depth reports? How is that
even possible? It’s not. Mr. Kinder
told me that the employees almost
never go abroad to do on-site inspec-
tions, but rely on media reports,
blogs, interactions with activist or-
ganizations and conversations with
the company itself. That hardly
seems like enough to make a deci-
sion on whether a company is good or
bad.

Then there’s the question of how
KLD goes about reaching its conclu-
sions. Nike’s relationship with its
manufacturers abroad was first
brought to light by activists in the
1990s, who wanted to find a big brand
that captured people’s attention. As
the largest seller of athletic shoes in
the world, Nike was the obvious tar-
get. But Nike was using the same
factories as Reebok and other shoe
manufacturers, including Timber-
land, a darling of the socially respon-
sible crowd. While Reebok and Tim-
berland stayed, only Nike was ousted
from the KLD index.

When I asked Mr. Fernald to ex-
plain why Nike was bad, but Reebok
was good, he said, “We wrestled with

that at the time.” Reebok, he said,
had taken some positive steps, but
more than that: “Nike was the mar-
ket leader. And there is an extra bur-
den for the market leader.” In other
words, Nike was being punished be-
cause it had beaten its competitors in
the marketplace, not because its
practices were any worse than any-
one else in the industry.

Today, a decade later, there is no
doubt that Nike has done a lot to
change its ways. It monitors its sup-
ply chain rigorously. It publishes
data on its Web site. It has become a
company deeply invested in corpo-
rate social responsibility, with 97 em-
ployees working solely on that divi-
sion. Hannah Jones, who leads Nike’s
efforts, told me that corporate re-
sponsibility was now embedded in
the fabric of the company.

Ms. Jones also said that the com-
pany has come a long way in helping
those factory workers. And virtually
everyone I spoke to, with the excep-
tion of Mr. Keady, agreed.

But it is also true that for most of
those workers, pay is still low, condi-
tions are still less than ideal and
change is slow in coming, something
Nike is pretty forthright in conced-
ing. There are still lots of problems
at the factories that make Nike
sneakers.

Yet Nike is now back in KLD’s
good graces. Which is fine. But when
I read a recent KLD report about
Nike I had no sense that the firm had
any deep knowledge of what is actu-
ally going on in those factories and
how much of it is Nike’s responsibil-
ity. Mostly, it was compiled from
news clips and the like, much of
which was from 2004 or even earlier.

“To throw them out was a ques-
tionable decision,” said Dara
O’Rourke, an associate professor at
the University of California, Berke-
ley, who has closely studied Nike’s
overseas outsourcing. “And to put
them back in was equally question-
able.” In his opinion, both decisions
were based more on public percep-
tion than reality. 

Surely, he’s right. It would be nice
if we could invest our money only in
companies that had terrific human
rights record, fabulous environmen-
tal values and wonderful compas-
sionate cultures.

Too bad it’s impossible.
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industry have moved into the mar-
ket, offering low-cost bundles of serv-
ices, including phone, cable and In-
ternet access. As a result, Vonage
stock has steadily lost value.

Last May, Vonage went public in a
highly publicized offering priced at
$17. It sold 31.3 million shares and
raised $531.3 million. The shares fell
nearly 13 percent on the first day,
closing at $14.85. It closed at $3.37
Thursday. The stock market was
closed yesterday.

Vonage shares dropped more than
25 percent to reach a record low of $3

a share after Judge Hilton ordered
the company on March 23 to stop us-
ing technologies patented by Veri-
zon. 

Shares of Verizon rose 39 cents, to
close at $38 on Thursday.

John Thorne, Verizon senior vice
president and deputy general coun-
sel, said in an interview yesterday
that Vonage did not adequately make
its case for a full stay of the ruling,
which would have allowed the com-
pany to continue acquiring new busi-
ness while the appeal was pending. 

The partial injunction, he said, was
a fair compromise.

“Judge Hilton exercised the
court’s equitable discretion to craft a

middle path that allows Vonage to
continue serving its existing custom-
ers while protecting Verizon’s pat-
ents from increased infringement
during the appeal process,” Mr.
Thorne said in a statement. Mr.
Thorne said he expected the ruling to
be upheld on appeal. 

Verizon filed its original complaint

against Vonage last June, accusing
the company of violating seven pat-
ents related to voice calls on the In-
ternet.

Later, the company scaled back
the complaint to include only five
patents, and in March the court ruled
Vonage had not infringed two of
them. The patents that the court
ruled that Vonage had infringed re-
lated to connecting Internet calls to
traditional phone networks, Wi-Fi
and services like call-waiting and
voice mail. 

Vonage has denied the claims, say-
ing that its service uses standard
“off the shelf” technology. Neverthe-
less, the company said, it is develop-
ing a workaround that does not in-
clude the technology in dispute.

Gigi Sohn, a lawyer with Public
Knowledge, a public interest re-
search organization in Washington,
criticized the ruling for its potential
impact on competition so early in an
emerging industry. “Any time a com-
pany is told they can’t add new cus-
tomers it’s pretty serious,” Ms. Sohn
said. “I’m not sure the judge fully un-
derstands what this could do to a rel-
atively small company like Vonage.” 

Ms. Sohn said Verizon was unfairly
using its patents as a competitive
weapon. “I think Verizon is pulling
out all the stops to put Vonage out of
business,” she said.

At a hearing scheduled for next
Thursday the judge will set the
amount of bond Vonage must post
during the appeal process. 

Verizon has asked the court for a
bond of $189 million to cover dam-
ages for infringement of the patents
by Vonage’s existing customers, in
addition to the $66 million bond it was
already ordered to post.

A Setback Then a Reprieve Granted to Vonage in the Courts 
Continued From First Business Page

The Internet phone
service can sign new
subscribers, for now. 

By Bloomberg News

Hynix Semiconductor, the
world’s second-largest computer
memory chip maker, has won a
dismissal of claims by Sun Mi-
crosystems that it conspired to
drive up memory chip prices, over-
charging chip buyers.

Judge Phyllis Hamilton of Fed-
eral District Court in San Francis-
co said in a ruling issued late
Thursday that Sun, the server
computer maker, had failed to
specify in its complaint whether its
chip purchases occurred in the
United States or abroad and did
not provide other details about
where the harm to the company oc-
curred.

The complaint “fails to provide
fair notice of the entire basis — i.e.

foreign harm versus domestic
harm — for plaintiff’s claims,”
Judge Hamilton said in the ruling.
She gave Sun and the Unisys Cor-
poration, which also sued, until
May 4 to file an amended com-
plaint.

Sun and Unisys sued Hynix and
several other chip makers in Sep-
tember, accusing of antitrust vio-
lations and unfair business prac-
tices. They said they were over-
charged for dynamic random ac-
cess memory, or DRAM, chips, the
memory component in computers
and other electronic devices.
DRAM makers have faced similar
claims by the Justice Department,
state governments and other
DRAM purchasers.

A spokeswoman for Sun, Kathy
Engle, did not respond to a mes-

sage left after hours.
In May 2005, Hynix pleaded

guilty to price-fixing claims and
was ordered to pay a $185 million
fine.

A Hynix senior vice president for
memory sales and marketing was
accused in an indictment in Octo-
ber of participating in a global con-
spiracy to fix DRAM prices.

The settlement and indictment
were part of a federal investiga-
tion into price fixing in the chip
market that has led to claims
against 4 companies and 16 indi-
viduals who have been fined $731
million, the federal government
said.

Samsung, the world’s biggest
maker of computer memory chips,
agreed to pay $300 million in 2005
to settle antitrust claims.

Sun’s Complaint on Chip Maker Is Dismissed
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S.& P. 500 1,494.07 D 0.18

Dow industrials 13,120.94 U 15.44

Nasdaq composite 2,557.21 U 2.75

10-yr. Treasury yield 4.69% D 0.01

The euro 1.3643 U 0.0042

Telecommunications
A Switch at AT&T
Edward E. Whitacre Jr. — after 44 years climbing the
corporate ladder — said he would retire from AT&T. C2

In June 2001, Fortune magazine
put Steven P. Jobs on its cover. This,
I realize, is not exactly breaking
news; the magazine put Mr. Jobs on
its cover with shameless regularity.

This time was different,
though. The headline read,
“Inside the Great CEO
Pay Heist,” and Mr. Jobs,
Apple’s legendary chief
executive, was showcased
not because he had some

slick new product to peddle, but be-
cause in January 2000, he had been
granted 10 million stock options.

Fortune valued the grant, dis-
closed in Apple’s 2001 proxy state-
ment, at $872 million, making it “by
far” the largest option grant ever.
(Apple’s stock split in June 2000, giv-
ing Mr. Jobs 20 million options.)

The reason I remember that cover
is because I worked on it. As a For-
tune editor, I was part of a team that
put together a package of articles
about the “highway robbery”— to
use our phrase — that executive
compensation had become. I also re-
call being quite happy with the cover.

What a delicious surprise to dis-

cover that Mr. Jobs, who had osten-
tatiously taken only $1 in salary
since returning to Apple in 1997, had
a stock option package bigger than
any ever bestowed on such well-
known greed heads as Sanford I.
Weill of Citigroup or Michael D. Eis-
ner of Disney.

Mr. Jobs, however, was not so hap-
py. He railed about the “unfairness”
of the cover. And he wrote a scornful
letter to the editor, asserting that be-
cause Apple’s stock had fallen al-
most $20 a share since the options
grant was made, they weren’t worth
$872 million — “they are worth zero.”

That is not how options are valued,
but never mind. In a tone dripping
with sarcasm, Mr. Jobs offered to
sell Fortune the options for half their
supposed $872 million value.

What we didn’t know at the time
was that the article so infuriated Mr.
Jobs that he began agitating to have
the options package canceled. The
options were so far underwater that 

Weighing
Jobs’s Role

In a Scandal
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Fortune magazine featured Ste-
ven Jobs on its June 2001 cover.

Continued on Page 8

By EDUARDO PORTER
and JEREMY W. PETERS

Economic growth slowed to its
weakest pace in four years during
the first three months of 2007, un-
derscoring how the persistent slump
in the housing market continued to
serve as a drag on the American
economy. 

In its first estimate of economic
growth for the quarter, the Com-
merce Department said the nation’s
gross domestic product, the most
comprehensive measure of overall
economic activity, expanded 1.3 per-
cent for the quarter, barely over half
the rate recorded in the final quarter
of last year.

The abrupt slowdown was not
enough to put a brake on inflation,
however. The consumer price index
most carefully monitored by the
Federal Reserve, which excludes
food and energy, rose 2.2 percent in
the quarter, at an annual rate, above
the Fed’s stated comfort ceiling.

“It’s sort of more inflation, less
growth,” said Stuart Hoffman, chief
economist of PNC Financial. “That’s
not a tasty combination.”

On Wall Street, economists had
forecast a slide in growth, but not one
this sharp. The dollar plunged
against the euro, briefly falling to a
record low as investors factored in
expectations of faster growth and
rising interest rates in Europe
against low growth and the possibil-
ity of lower rates in the United
States. 

But bond yields rose slightly, in-
dicating deeper concern about po-
tentially higher inflation. Stocks —
which have risen almost uninterrupt-
edly since early March, defying con-
cerns over a potential economic
weakening — ended mixed.

Economists said that the latest re-
port card left the Fed in even more of
a quandary over interest rates, with
a weaker economy prodding it to cut 

Continued on Page 4

Economy
At Its Slowest
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Housing Slump
Remains a Culprit

By ERIC DASH
For years, Citigroup has promised

its customers better service and its
investors better results. Now, Citi-
group is pitching a new message:
“Let’s Get It Done.” 

Citigroup is expected to introduce
the tagline and advertising cam-
paign next Sunday in the company’s
first global branding effort since it
was formed nearly a decade ago. 

The campaign, with ads on televi-
sion, online and in major publica-
tions in 10 markets, will cost up to $30
million for the first two months, ac-
cording to a person close to the situa-
tion. The ads are the latest in Citi-
group’s rebranding effort that began
last year. With the Citigroup account
worth more than $600 million, the
campaign also marks a major shift
for one of the biggest advertisers in
the financial services industry.

The campaign was led by the Se-
attle office of Publicis, which will
also take over the management of
the bank’s large consumer advertis-
ing account from Fallon in Minne-
apolis. Both agencies, however, are
part of the Publicis Groupe of Paris.

Unlike past Citigroup ads, which
have relied on humor, the new ones
are expected to have a more emo-
tional tone and prominently feature
the red arc that replaced the red um-
brella as the company’s logo. As the
umbrella stood for protection, bank
executives hope the arc comes to
represent connection. 

Some of the new ads present it as a
three-dimensional bridge linking
Citigroup’s customers to their finan-
cial goals.

The slogan is similar to a line that
is a catchphrase for Larry the Cable
Guy, a blue-collar standup comedian,

Citigroup 
Goes Global
In Ad Effort

Continued on Page 9

By SAM HOOPER SAMUELS
WESTMINSTER, Vt. — Ah, early spring

in Vermont. As temperatures warmed and
the maples yielded up their annual crop of
syrup, the hills and forests of the state were
dotted with the familiar sights, sounds and
smells of sugaring time. 

But here at Sidelands Sugarbush in south-
eastern Vermont, the sweet aroma of maple
syrup was mixed with a very different
smell: the pungent odor of hot, used restau-
rant grease.

“Smell that?” asked Dan Crocker, owner
of Sidelands, as he fired up his evaporator
for a night of boiling on a recent April
evening. “There’s that French fry smell.”

To do his bit to stave off global warming,
Mr. Crocker this year converted his sugar
house from regular fuel oil to used vegeta-
ble oil. Such oil, sometimes pumped into the
tanks of environmentally friendly “grease
cars,” can also be used as an alternative to
heating oil. While a dwindling number of
small, traditional sugar makers still boil
their sap over wood fires, the majority burn
heating oil, a fossil fuel that contributes to
global warming.

Derived from living plants rather than
fossil fuels, used vegetable oil adds little or
no carbon dioxide to the atmosphere. Mr.
Crocker buys his from a company that col-
lects it as a waste product from restaurants,
then filters and processes out the dirt and

impurities. By converting from traditional
oil, Mr. Crocker is taking a stand for the en-
vironment. 

As an industry, Vermont’s maple sug-
aring is highly vulnerable to climate
change. Last year, of the 1.45 million gallons
produced in the United States, nearly a third
came from Vermont.

The entire year’s harvest of sap is gath-
ered during a short season, which generally
begins in March and ends by early April.
The sap flows only during this brief window,
when the temperatures rise above freezing
during the day but plunge back below freez-
ing at night.

That short season of daily freeze-thaw cy-
cles is getting shorter.

“Right now, the season is starting about a
week earlier throughout New England than
it did 40 years ago,” said Timothy Perkins,
director of the Proctor Maple Research
Center at the University of Vermont, who
has been warning of the challenge posed by
global warming for a while now. “And it’s
ending about 10 days earlier than it did.
Over 40 years, we’ve lost a net of three days 

Caleb Kenna for The New York Times

Dan Crocker, owner of Sidelands Sugarbush in Westminster, Vt., making repairs to tubing. Continued on Page 9

THE ENERGY CHALLENGE
Alternative Fuel in Vermont 

It’s Maple Syrup Time, So Why the Whiff of French Fries? 

By LOUISE STORY

For years, few advertisers in the United States have
dared to reach out to Muslims. 

Either they did not see much potential for sales or they
feared a political backlash. And there were practical reasons:
American Muslims come from so many ethnic backgrounds
that their only common ground is their religion, a subject
most marketers avoid. 

That is beginning to change. Consumer companies and
advertising executives are focusing on ways to use the cultur-
al aspects of the Muslim religion to help sell their products.

Grocers and consumer product companies are consider-
ing ways to adapt their goods to Muslim rules, which forbid
among other things, gelatin and pig fat, which is often used in
cosmetics and cleaning products. Retailers are looking into
providing more conservative skirts, even during the summer
months, and mainstream advertisers are planning to place
some commercials on the satellite channels that Muslims
often watch.

Marketing to Muslims carries some risks. But advertis-
ing executives, used to dividing American consumers into ev-

ery sort of category, say that ignoring this group — estimated
to be about five million to eight million people, and growing
fast — would be like missing the Hispanic market in the 1990s. 

“I think Muslims have had to draw into themselves,” said
Marian Salzman, executive vice president and chief market-
ing officer of JWT, a large advertising agency in the WPP
Group that plans to encourage clients like Johnson & Johnson
and Unilever to market to American Muslims. “It puts an in-
creased burden on a marketer post-9/11 to say, ‘Look, we un-
derstand.’ ”

Companies in the Detroit area, where there is a dense
population of Muslims, are leading the change. A McDonald’s
there serves halal Chicken McNuggets; Walgreens has Arabic
signs in its aisles. And now, Ikea, which recently opened a
store in the suburb of Canton, Mich., that has had trouble at-
tracting as many Muslim customers as it had hoped, has been
touring local homes and talking to Muslims to figure out their
needs.

The store there plans to sell decorations for Ramadan 

Fabrizio Costantini for The New York Times

Alia Fouz and her son at the Ikea store in Canton, Mich. She said that ads that included American Muslims would grab her attention.

Overture to an Untapped Market
Advertisers Rewrite the Rules for Reaching Muslims
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“The fundamental fact is that peo-
ple love television,” said Ralph J.
Roberts a few weeks ago. “And if you
can provide them with more televi-
sion, they love it even more.”

It was a stifling
Wednesday afternoon in
Philadelphia, but sitting at
his desk in a downtown
high-rise, Mr. Roberts
was decked out the way
businessmen used to

dress, back when the executive suite
was still a formal place, with a white
handkerchief peeking out of the front
pocket of an elegant suit. At 87, Mr.
Roberts still has a full head of white
hair, combed back in a way that re-
minded me of Paul Drake, the rakish
sidekick in the old “Perry Mason’’
show.

Some 47 years ago, Ralph Roberts
founded Comcast. He was a middle-
aged man who had recently aban-
doned the belt and suspender busi-
ness, and was looking for something
new. He found it in a tiny company in
Tupelo, Miss., which was erecting a
giant antenna to provide the local cit-
izenry with signals from the televi-
sion stations in Memphis, 90 miles
away. 

At that moment, Mr. Roberts be-
came a cable pioneer. Along with
Ted Turner, John Malone, Charles
Dolan of Cablevision, John Rigas of
Adelphia and a handful of others, he

was one of the men who built the ca-
ble industry, pulling off one of the
more unheralded achievements in
modern business: getting people to
pay for something they had always
assumed would be free. 

Today, most of the cable pioneers
have sold out or retired, or, in the sad
case of Mr. Rigas, gone to jail. But in
his understated Philadelphia way,
Mr. Roberts turned out to have more
ambition than the lot of them, and lo
these many years later, his company
is the biggest cable provider in the
country. It serves around 25 million
subscribers, employs 90,000 people
and will generate an estimated $31
billion in 2007 revenue.

Except that it isn’t his company
anymore. Not really. While Mr. Rob-
erts remains a Comcast director,
Comcast is his son’s company now.
And therein lies a story that is pretty
unusual in corporate America. And
pretty instructive, too.

T
HINK for a minute about the
generational sagas you usu-
ally read about in the busi-
ness pages. Rupert Mur-

doch’s son Lachlan decides he can no
longer work for his father, so he quits
his job as the publisher of The New
York Post. Charles Dolan and his son
James, who control Cablevision, al-
ways seem to be fussing and feuding
about something. Sumner Red-
stone’s daughter Shari has long been
viewed as his heir apparent. But her
octogenarian father can’t bring him-
self to let go of his companies, and he
has a deep need to show the world
who’s boss. Just last fall he publicly
criticized his daughter — even as he
was being sued by his son Brent.
Geesh. 

It’s never been like that with
Ralph Roberts and his son Brian,
who became Comcast’s president in
1990 at the age of 31, and has been
chairman and chief executive since
2004. “Theirs is a relationship of love
and mutual respect,” said David Cal-
houn, a former Pennsylvania politico
who joined the company five years
ago as executive vice president.
“They are incredibly close.” 

Brian Roberts knew he wanted to 
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Tim Shaffer for The New York Times

Brian Roberts, left, and his father,
Ralph Roberts, of Comcast.

Continued on Page 8

By MICHELINE MAYNARD
DETROIT, July 6 — The United

Automobile Workers union has
cracked open the door a little wider
to the kind of innovative deal on re-
tiree health care benefits that De-
troit auto companies would like to
see.

It also appears to have softened its
stance on dealing with private equity
firms, which could be good news for
Cerberus Capital Partners as it pre-
pares to complete its purchase of the
Chrysler Group.

The two steps came Friday, when
the U.A.W. and the United Steelwork-
ers union reached four-year agree-
ments with the Dana Corporation,
one of the nation’s biggest auto parts
companies, which is operating under
bankruptcy protection.

Those deals help position Dana to
reorganize — and give a glimpse of
the kind of steps the U.A.W. is willing
to consider, at least in the case of
companies in dire straits.

Dana will shift its liability for re-
tiree health care and long-term dis-
ability coverage for other workers to
a trust, called a Voluntary Employee
Benefit Association or V.E.B.A.,
moving the obligation off its books. 

It will contribute about $700 mil-
lion in cash and, once it reorganizes,
$80 million in stock to the trust,
which will be administered by the
unions.

The agreement is similar to one
reached by the Steelworkers at
Goodyear Tire and Rubber Compa-
ny, which set up a trust fund this
year for retiree health care liabil-
ities. Goodyear is investing about $1
billion in stock and cash.

The U.A.W. has agreed to such ar-
rangements in the past to take over
part of retiree health care obliga-
tions, particularly at Navistar,
where it reached a deal in 1992.
There are also partial health care
trusts at General Motors and the 

U.A.W. Pact
With Dana
Suggests 
Softer Stance

Continued on Page 9

By JEREMY W. PETERS

The job market looked much like
the economy as a whole last month:
subdued but strong enough.

The Labor Department said yes-
terday that employers added 132,000
new jobs to their payrolls in June,
maintaining the recent pace of mod-
erate employment growth.

If the June report is any indication,
economists said, the labor market
should continue on a similar path for
the rest of the year.

The Labor Department also re-
ported yesterday that the national
unemployment rate was unchanged
at 4.5 percent for the third consec-
utive month. The employment-pop-
ulation ratio, meanwhile, rose a tenth
of a percentage point, to 63.1 percent.
The figure describes the ratio of em-
ployed people to the working-age
population; a rising number indi-
cates a rising rate of job creation.

Amid its signs of strength, howev-
er, the job market showed several
pockets of weakness. Hiring, for ex-
ample, was concentrated in just a
handful of sectors.

New jobs in education and health
services, leisure and hospitality, and
government totaled 138,000. Other
businesses — in manufacturing, fi-
nance and retailing — either experi-
enced little hiring or cut jobs last
month.

“It’s not as though we’re seeing
steady and broad-based job growth,”
said Richard F. Moody, chief econo-
mist for Mission Residential, a real
estate investment firm in Austin,
Tex. “It’s been fairly concentrated in
a relatively small number of indus-
tries.”

As the economy slowed consider-
ably from the end of 2006 through the
first quarter of this year, it seemed
likely that the malaise would eventu-
ally spread to the job market. But 

Jobs Report
Finds Growth
Still Moderate
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By JEREMY W. PETERS

Snack food companies are placing big-
ger bets on smaller packages. 

In just three years, sales of 100-calorie
packs of crackers, chips, cookies and can-
dy have passed the $20-million-a-year
mark, making them a breakout hit on par
with the SnackWells low-fat fad of the
1990’s. 

But food companies are cramming
store shelves with even more offerings,
and new ones are on the way. Frito-Lay
has started selling 100-calorie servings of
beef jerky. Pepperidge Farm said it was
developing several more 100-calorie vari-
ations of Goldfish and cookies, after roll-
ing out three new ones a couple of weeks

ago. In time for back-to-school, Hershey
said it would offer 100-calorie bags of
Twizzlers, and Nabisco will sell two new
cookies, Alpha-Bits and Animals Choco
Crackers, in 100-calorie packs.

Michael Simon, vice president for
snacks at Pepperidge Farm, a unit of
Campbell Soup, predicts that the market
for these pint-size packages could easily
double because of their simple appeal:
they help consumers eat less without hav-
ing to count calories themselves.

The growing popularity of these snack
packs — sales grew nearly 30 percent last
year — may also be another sign that
some consumers have had their fill of su-
persize food. Just last month, T.G.I. Fri-
day’s, one of the country’s largest restau-

rant chains, said that a new menu option
with smaller servings called Right Por-
tion, Right Price had helped increase
business at its restaurants, at a time
when similar chains are losing custom-
ers.

As a business concept, the idea is sim-
ple. Take an existing product, portion
smaller amounts of it into single-serving
bags, and sell several of the bags for
about the same or more as a regular-size
package. 

Consumers do not seem to mind paying
more even though they are getting fewer
Goldfish. 

“It’s the smaller bite sizes that res-
onate with people,” said Michelle Barry, a
vice president of the Hartman Group, a
food market research firm based in Belle-
vue, Wash. “I don’t think we see a lot of
small sizes in this country. Everything 

Fewer Bites.
Fewer Calories.
Lot More Profit.

Snacks in Small Single-Serving Packs
Aren’t Economical, but People Buy Them

Continued on Page 4

The Cost of Counting Calories

$1.99$5.26Snack food makers like 100-calorie packs because they can charge more per 
ounce of food. For example, a big 6.6-ounce bag of Goldfish costs $1.99, but 
a box of five 100-calorie packs sells for $2.99. It would take 8.8 smaller bags 
of Goldfish to equal the amount of food in the less expensive, larger bag. 
In effect, consumers are paying $5.26 for the same amount.

6.6 oz0.75 oz each

The New York Times

By DAVID BARBOZA

SHANGHAI, July 6 — China made new public
displays on Friday of its efforts to crack down
on defective products, sentencing a former top
drug safety official to death and disclosing an
investigation into cellphone batteries after one
reportedly exploded, killing a man when it
pierced his heart.

The country, facing mounting international
concerns about the quality and safety of goods
made in China, has taken several well-pub-
licized steps in recent months to show its de-
termination to curb the production and export
of unsafe or fraudulent products. It remains un-
clear, however, whether those steps will result
in significant improvements in quality. Still, be-
cause its economic growth has been fueled in
large part by exports, China has a strong incen-
tive to make changes.

In southern Guangdong Province, one of the
world’s biggest electronics manufacturing and
exporting centers, Chinese regulators said that
they had found batteries in Motorola and Nokia
mobile phones that failed safety tests and were
prone to explode under certain conditions.

Motorola and Nokia — two of the world’s big-
gest mobile phone makers — denied the batter-

ies were theirs, suggesting they were counter-
feit.

The batteries had labels that said they were
manufactured by Motorola and the Beijing op-
eration of Sanyo of Japan. Also on Friday, the
state-run news media said that a former high-
ranking official at the top food and drug watch-
dog agency in China had been sentenced to
death for corruption and approving counterfeit
drugs.

The former official, Cao Wenzhuang, was in
charge of drug registration approvals at the
state Food and Drug Administration until 2005.
He was accused of accepting more than $300,000
in bribes from two drug companies and helping
to undermine the public’s confidence.

Mr. Cao’s sentence was handed down by the
No. 1 Intermediate Court in Beijing less than
two months after the same court sentenced Agence France-Presse — Getty Images

China is taking action against the drug industry. A
pharmacist checks stocks at a hospital in Hefei.

China Steps Up Its Safety Efforts 
Charged With Corruption,

Ex-Regulator of Drugs
Is Sentenced to Death 
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Telecommunications
A Switch at AT&T
Edward E. Whitacre Jr. — after 44 years climbing the
corporate ladder — said he would retire from AT&T. C2

In June 2001, Fortune magazine
put Steven P. Jobs on its cover. This,
I realize, is not exactly breaking
news; the magazine put Mr. Jobs on
its cover with shameless regularity.

This time was different,
though. The headline read,
“Inside the Great CEO
Pay Heist,” and Mr. Jobs,
Apple’s legendary chief
executive, was showcased
not because he had some

slick new product to peddle, but be-
cause in January 2000, he had been
granted 10 million stock options.

Fortune valued the grant, dis-
closed in Apple’s 2001 proxy state-
ment, at $872 million, making it “by
far” the largest option grant ever.
(Apple’s stock split in June 2000, giv-
ing Mr. Jobs 20 million options.)

The reason I remember that cover
is because I worked on it. As a For-
tune editor, I was part of a team that
put together a package of articles
about the “highway robbery”— to
use our phrase — that executive
compensation had become. I also re-
call being quite happy with the cover.

What a delicious surprise to dis-

cover that Mr. Jobs, who had osten-
tatiously taken only $1 in salary
since returning to Apple in 1997, had
a stock option package bigger than
any ever bestowed on such well-
known greed heads as Sanford I.
Weill of Citigroup or Michael D. Eis-
ner of Disney.

Mr. Jobs, however, was not so hap-
py. He railed about the “unfairness”
of the cover. And he wrote a scornful
letter to the editor, asserting that be-
cause Apple’s stock had fallen al-
most $20 a share since the options
grant was made, they weren’t worth
$872 million — “they are worth zero.”

That is not how options are valued,
but never mind. In a tone dripping
with sarcasm, Mr. Jobs offered to
sell Fortune the options for half their
supposed $872 million value.

What we didn’t know at the time
was that the article so infuriated Mr.
Jobs that he began agitating to have
the options package canceled. The
options were so far underwater that 
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Fortune magazine featured Ste-
ven Jobs on its June 2001 cover.
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By EDUARDO PORTER
and JEREMY W. PETERS

Economic growth slowed to its
weakest pace in four years during
the first three months of 2007, un-
derscoring how the persistent slump
in the housing market continued to
serve as a drag on the American
economy. 

In its first estimate of economic
growth for the quarter, the Com-
merce Department said the nation’s
gross domestic product, the most
comprehensive measure of overall
economic activity, expanded 1.3 per-
cent for the quarter, barely over half
the rate recorded in the final quarter
of last year.

The abrupt slowdown was not
enough to put a brake on inflation,
however. The consumer price index
most carefully monitored by the
Federal Reserve, which excludes
food and energy, rose 2.2 percent in
the quarter, at an annual rate, above
the Fed’s stated comfort ceiling.

“It’s sort of more inflation, less
growth,” said Stuart Hoffman, chief
economist of PNC Financial. “That’s
not a tasty combination.”

On Wall Street, economists had
forecast a slide in growth, but not one
this sharp. The dollar plunged
against the euro, briefly falling to a
record low as investors factored in
expectations of faster growth and
rising interest rates in Europe
against low growth and the possibil-
ity of lower rates in the United
States. 

But bond yields rose slightly, in-
dicating deeper concern about po-
tentially higher inflation. Stocks —
which have risen almost uninterrupt-
edly since early March, defying con-
cerns over a potential economic
weakening — ended mixed.

Economists said that the latest re-
port card left the Fed in even more of
a quandary over interest rates, with
a weaker economy prodding it to cut 

Continued on Page 4

Economy
At Its Slowest
In 4 Years

Housing Slump
Remains a Culprit

By ERIC DASH
For years, Citigroup has promised

its customers better service and its
investors better results. Now, Citi-
group is pitching a new message:
“Let’s Get It Done.” 

Citigroup is expected to introduce
the tagline and advertising cam-
paign next Sunday in the company’s
first global branding effort since it
was formed nearly a decade ago. 

The campaign, with ads on televi-
sion, online and in major publica-
tions in 10 markets, will cost up to $30
million for the first two months, ac-
cording to a person close to the situa-
tion. The ads are the latest in Citi-
group’s rebranding effort that began
last year. With the Citigroup account
worth more than $600 million, the
campaign also marks a major shift
for one of the biggest advertisers in
the financial services industry.

The campaign was led by the Se-
attle office of Publicis, which will
also take over the management of
the bank’s large consumer advertis-
ing account from Fallon in Minne-
apolis. Both agencies, however, are
part of the Publicis Groupe of Paris.

Unlike past Citigroup ads, which
have relied on humor, the new ones
are expected to have a more emo-
tional tone and prominently feature
the red arc that replaced the red um-
brella as the company’s logo. As the
umbrella stood for protection, bank
executives hope the arc comes to
represent connection. 

Some of the new ads present it as a
three-dimensional bridge linking
Citigroup’s customers to their finan-
cial goals.

The slogan is similar to a line that
is a catchphrase for Larry the Cable
Guy, a blue-collar standup comedian,

Citigroup 
Goes Global
In Ad Effort
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By SAM HOOPER SAMUELS
WESTMINSTER, Vt. — Ah, early spring

in Vermont. As temperatures warmed and
the maples yielded up their annual crop of
syrup, the hills and forests of the state were
dotted with the familiar sights, sounds and
smells of sugaring time. 

But here at Sidelands Sugarbush in south-
eastern Vermont, the sweet aroma of maple
syrup was mixed with a very different
smell: the pungent odor of hot, used restau-
rant grease.

“Smell that?” asked Dan Crocker, owner
of Sidelands, as he fired up his evaporator
for a night of boiling on a recent April
evening. “There’s that French fry smell.”

To do his bit to stave off global warming,
Mr. Crocker this year converted his sugar
house from regular fuel oil to used vegeta-
ble oil. Such oil, sometimes pumped into the
tanks of environmentally friendly “grease
cars,” can also be used as an alternative to
heating oil. While a dwindling number of
small, traditional sugar makers still boil
their sap over wood fires, the majority burn
heating oil, a fossil fuel that contributes to
global warming.

Derived from living plants rather than
fossil fuels, used vegetable oil adds little or
no carbon dioxide to the atmosphere. Mr.
Crocker buys his from a company that col-
lects it as a waste product from restaurants,
then filters and processes out the dirt and

impurities. By converting from traditional
oil, Mr. Crocker is taking a stand for the en-
vironment. 

As an industry, Vermont’s maple sug-
aring is highly vulnerable to climate
change. Last year, of the 1.45 million gallons
produced in the United States, nearly a third
came from Vermont.

The entire year’s harvest of sap is gath-
ered during a short season, which generally
begins in March and ends by early April.
The sap flows only during this brief window,
when the temperatures rise above freezing
during the day but plunge back below freez-
ing at night.

That short season of daily freeze-thaw cy-
cles is getting shorter.

“Right now, the season is starting about a
week earlier throughout New England than
it did 40 years ago,” said Timothy Perkins,
director of the Proctor Maple Research
Center at the University of Vermont, who
has been warning of the challenge posed by
global warming for a while now. “And it’s
ending about 10 days earlier than it did.
Over 40 years, we’ve lost a net of three days 

Caleb Kenna for The New York Times

Dan Crocker, owner of Sidelands Sugarbush in Westminster, Vt., making repairs to tubing. Continued on Page 9
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It’s Maple Syrup Time, So Why the Whiff of French Fries? 

By LOUISE STORY

For years, few advertisers in the United States have
dared to reach out to Muslims. 

Either they did not see much potential for sales or they
feared a political backlash. And there were practical reasons:
American Muslims come from so many ethnic backgrounds
that their only common ground is their religion, a subject
most marketers avoid. 

That is beginning to change. Consumer companies and
advertising executives are focusing on ways to use the cultur-
al aspects of the Muslim religion to help sell their products.

Grocers and consumer product companies are consider-
ing ways to adapt their goods to Muslim rules, which forbid
among other things, gelatin and pig fat, which is often used in
cosmetics and cleaning products. Retailers are looking into
providing more conservative skirts, even during the summer
months, and mainstream advertisers are planning to place
some commercials on the satellite channels that Muslims
often watch.

Marketing to Muslims carries some risks. But advertis-
ing executives, used to dividing American consumers into ev-

ery sort of category, say that ignoring this group — estimated
to be about five million to eight million people, and growing
fast — would be like missing the Hispanic market in the 1990s. 

“I think Muslims have had to draw into themselves,” said
Marian Salzman, executive vice president and chief market-
ing officer of JWT, a large advertising agency in the WPP
Group that plans to encourage clients like Johnson & Johnson
and Unilever to market to American Muslims. “It puts an in-
creased burden on a marketer post-9/11 to say, ‘Look, we un-
derstand.’ ”

Companies in the Detroit area, where there is a dense
population of Muslims, are leading the change. A McDonald’s
there serves halal Chicken McNuggets; Walgreens has Arabic
signs in its aisles. And now, Ikea, which recently opened a
store in the suburb of Canton, Mich., that has had trouble at-
tracting as many Muslim customers as it had hoped, has been
touring local homes and talking to Muslims to figure out their
needs.

The store there plans to sell decorations for Ramadan 

Fabrizio Costantini for The New York Times

Alia Fouz and her son at the Ikea store in Canton, Mich. She said that ads that included American Muslims would grab her attention.
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S.& P. 500 1,494.07 D 0.18

Dow industrials 13,120.94 U 15.44

Nasdaq composite 2,557.21 U 2.75

10-yr. Treasury yield 4.69% D 0.01

The euro 1.3643 U 0.0042

Telecommunications
A Switch at AT&T
Edward E. Whitacre Jr. — after 44 years climbing the
corporate ladder — said he would retire from AT&T. C2

In June 2001, Fortune magazine
put Steven P. Jobs on its cover. This,
I realize, is not exactly breaking
news; the magazine put Mr. Jobs on
its cover with shameless regularity.

This time was different,
though. The headline read,
“Inside the Great CEO
Pay Heist,” and Mr. Jobs,
Apple’s legendary chief
executive, was showcased
not because he had some

slick new product to peddle, but be-
cause in January 2000, he had been
granted 10 million stock options.

Fortune valued the grant, dis-
closed in Apple’s 2001 proxy state-
ment, at $872 million, making it “by
far” the largest option grant ever.
(Apple’s stock split in June 2000, giv-
ing Mr. Jobs 20 million options.)

The reason I remember that cover
is because I worked on it. As a For-
tune editor, I was part of a team that
put together a package of articles
about the “highway robbery”— to
use our phrase — that executive
compensation had become. I also re-
call being quite happy with the cover.

What a delicious surprise to dis-

cover that Mr. Jobs, who had osten-
tatiously taken only $1 in salary
since returning to Apple in 1997, had
a stock option package bigger than
any ever bestowed on such well-
known greed heads as Sanford I.
Weill of Citigroup or Michael D. Eis-
ner of Disney.

Mr. Jobs, however, was not so hap-
py. He railed about the “unfairness”
of the cover. And he wrote a scornful
letter to the editor, asserting that be-
cause Apple’s stock had fallen al-
most $20 a share since the options
grant was made, they weren’t worth
$872 million — “they are worth zero.”

That is not how options are valued,
but never mind. In a tone dripping
with sarcasm, Mr. Jobs offered to
sell Fortune the options for half their
supposed $872 million value.

What we didn’t know at the time
was that the article so infuriated Mr.
Jobs that he began agitating to have
the options package canceled. The
options were so far underwater that 

Weighing
Jobs’s Role

In a Scandal

JOE
NOCERA 
TALKING

BUSINESS 

Fortune magazine featured Ste-
ven Jobs on its June 2001 cover.

Continued on Page 8

By EDUARDO PORTER
and JEREMY W. PETERS

Economic growth slowed to its
weakest pace in four years during
the first three months of 2007, un-
derscoring how the persistent slump
in the housing market continued to
serve as a drag on the American
economy. 

In its first estimate of economic
growth for the quarter, the Com-
merce Department said the nation’s
gross domestic product, the most
comprehensive measure of overall
economic activity, expanded 1.3 per-
cent for the quarter, barely over half
the rate recorded in the final quarter
of last year.

The abrupt slowdown was not
enough to put a brake on inflation,
however. The consumer price index
most carefully monitored by the
Federal Reserve, which excludes
food and energy, rose 2.2 percent in
the quarter, at an annual rate, above
the Fed’s stated comfort ceiling.

“It’s sort of more inflation, less
growth,” said Stuart Hoffman, chief
economist of PNC Financial. “That’s
not a tasty combination.”

On Wall Street, economists had
forecast a slide in growth, but not one
this sharp. The dollar plunged
against the euro, briefly falling to a
record low as investors factored in
expectations of faster growth and
rising interest rates in Europe
against low growth and the possibil-
ity of lower rates in the United
States. 

But bond yields rose slightly, in-
dicating deeper concern about po-
tentially higher inflation. Stocks —
which have risen almost uninterrupt-
edly since early March, defying con-
cerns over a potential economic
weakening — ended mixed.

Economists said that the latest re-
port card left the Fed in even more of
a quandary over interest rates, with
a weaker economy prodding it to cut 

Continued on Page 4

Economy
At Its Slowest
In 4 Years

Housing Slump
Remains a Culprit

By ERIC DASH
For years, Citigroup has promised

its customers better service and its
investors better results. Now, Citi-
group is pitching a new message:
“Let’s Get It Done.” 

Citigroup is expected to introduce
the tagline and advertising cam-
paign next Sunday in the company’s
first global branding effort since it
was formed nearly a decade ago. 

The campaign, with ads on televi-
sion, online and in major publica-
tions in 10 markets, will cost up to $30
million for the first two months, ac-
cording to a person close to the situa-
tion. The ads are the latest in Citi-
group’s rebranding effort that began
last year. With the Citigroup account
worth more than $600 million, the
campaign also marks a major shift
for one of the biggest advertisers in
the financial services industry.

The campaign was led by the Se-
attle office of Publicis, which will
also take over the management of
the bank’s large consumer advertis-
ing account from Fallon in Minne-
apolis. Both agencies, however, are
part of the Publicis Groupe of Paris.

Unlike past Citigroup ads, which
have relied on humor, the new ones
are expected to have a more emo-
tional tone and prominently feature
the red arc that replaced the red um-
brella as the company’s logo. As the
umbrella stood for protection, bank
executives hope the arc comes to
represent connection. 

Some of the new ads present it as a
three-dimensional bridge linking
Citigroup’s customers to their finan-
cial goals.

The slogan is similar to a line that
is a catchphrase for Larry the Cable
Guy, a blue-collar standup comedian,

Citigroup 
Goes Global
In Ad Effort

Continued on Page 9

By SAM HOOPER SAMUELS
WESTMINSTER, Vt. — Ah, early spring

in Vermont. As temperatures warmed and
the maples yielded up their annual crop of
syrup, the hills and forests of the state were
dotted with the familiar sights, sounds and
smells of sugaring time. 

But here at Sidelands Sugarbush in south-
eastern Vermont, the sweet aroma of maple
syrup was mixed with a very different
smell: the pungent odor of hot, used restau-
rant grease.

“Smell that?” asked Dan Crocker, owner
of Sidelands, as he fired up his evaporator
for a night of boiling on a recent April
evening. “There’s that French fry smell.”

To do his bit to stave off global warming,
Mr. Crocker this year converted his sugar
house from regular fuel oil to used vegeta-
ble oil. Such oil, sometimes pumped into the
tanks of environmentally friendly “grease
cars,” can also be used as an alternative to
heating oil. While a dwindling number of
small, traditional sugar makers still boil
their sap over wood fires, the majority burn
heating oil, a fossil fuel that contributes to
global warming.

Derived from living plants rather than
fossil fuels, used vegetable oil adds little or
no carbon dioxide to the atmosphere. Mr.
Crocker buys his from a company that col-
lects it as a waste product from restaurants,
then filters and processes out the dirt and

impurities. By converting from traditional
oil, Mr. Crocker is taking a stand for the en-
vironment. 

As an industry, Vermont’s maple sug-
aring is highly vulnerable to climate
change. Last year, of the 1.45 million gallons
produced in the United States, nearly a third
came from Vermont.

The entire year’s harvest of sap is gath-
ered during a short season, which generally
begins in March and ends by early April.
The sap flows only during this brief window,
when the temperatures rise above freezing
during the day but plunge back below freez-
ing at night.

That short season of daily freeze-thaw cy-
cles is getting shorter.

“Right now, the season is starting about a
week earlier throughout New England than
it did 40 years ago,” said Timothy Perkins,
director of the Proctor Maple Research
Center at the University of Vermont, who
has been warning of the challenge posed by
global warming for a while now. “And it’s
ending about 10 days earlier than it did.
Over 40 years, we’ve lost a net of three days 

Caleb Kenna for The New York Times

Dan Crocker, owner of Sidelands Sugarbush in Westminster, Vt., making repairs to tubing. Continued on Page 9
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It’s Maple Syrup Time, So Why the Whiff of French Fries? 

By LOUISE STORY

For years, few advertisers in the United States have
dared to reach out to Muslims. 

Either they did not see much potential for sales or they
feared a political backlash. And there were practical reasons:
American Muslims come from so many ethnic backgrounds
that their only common ground is their religion, a subject
most marketers avoid. 

That is beginning to change. Consumer companies and
advertising executives are focusing on ways to use the cultur-
al aspects of the Muslim religion to help sell their products.

Grocers and consumer product companies are consider-
ing ways to adapt their goods to Muslim rules, which forbid
among other things, gelatin and pig fat, which is often used in
cosmetics and cleaning products. Retailers are looking into
providing more conservative skirts, even during the summer
months, and mainstream advertisers are planning to place
some commercials on the satellite channels that Muslims
often watch.

Marketing to Muslims carries some risks. But advertis-
ing executives, used to dividing American consumers into ev-

ery sort of category, say that ignoring this group — estimated
to be about five million to eight million people, and growing
fast — would be like missing the Hispanic market in the 1990s. 

“I think Muslims have had to draw into themselves,” said
Marian Salzman, executive vice president and chief market-
ing officer of JWT, a large advertising agency in the WPP
Group that plans to encourage clients like Johnson & Johnson
and Unilever to market to American Muslims. “It puts an in-
creased burden on a marketer post-9/11 to say, ‘Look, we un-
derstand.’ ”

Companies in the Detroit area, where there is a dense
population of Muslims, are leading the change. A McDonald’s
there serves halal Chicken McNuggets; Walgreens has Arabic
signs in its aisles. And now, Ikea, which recently opened a
store in the suburb of Canton, Mich., that has had trouble at-
tracting as many Muslim customers as it had hoped, has been
touring local homes and talking to Muslims to figure out their
needs.

The store there plans to sell decorations for Ramadan 

Fabrizio Costantini for The New York Times

Alia Fouz and her son at the Ikea store in Canton, Mich. She said that ads that included American Muslims would grab her attention.
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INVESTMENT GRADE

NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3951 2727 1005 219
Advances 1752 1217 455 80
Declines 1803 1246 433 124
Unchanged 137 57 75 5
52 Week High 185 120 39 26
52 Week Low 56 45 8 3
Dollar Volume*     14,486 9,036 3,702 1,748

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

General Electric Capital (GE.GKY) 4.250 Sep 2010 Aaa AAA 97.383 97.188 97.320 –0.259 5.126
SLM (SLM.NQ) 5.000 Oct 2013 A2 A 91.412 88.849 91.412 0.801 6.666
Chrysler (DCX.GD) 7.400 Aug 2097 Baa1 BBB 121.500 120.930 121.500 0.500 6.080
Lehman Brothers Hlds (LEH.GZJ) 5.250 Feb 2012 A1 A+ 100.899 99.816 99.816 –0.087 5.291
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 103.005 100.841 100.916 –0.004 6.116
Sprint Capital (FON.GJ) 6.875 Nov 2028 Baa3 BBB 99.500 98.572 99.308 0.558 6.937
General Electric Capital  (GE.HBO) 5.400 Feb 2017 Aaa AAA 100.471 99.713 100.020 –0.285 5.396
General Electric Capital  (GE.HAZ) 5.250 Oct 2009 Aaa AAA 100.642 100.414 100.414 –0.173 5.070
Bank Of America  (BAC.GWI) 5.300 Mar 2017 Aa1 –– 98.737 98.400 98.400 –0.182 5.511
Sprint Capital (FON.HK) 8.750 Mar 2032 Baa3 BBB 117.573 116.911 117.064 –0.755 7.257

HIGH YIELD

Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 58.000 54.125 54.562 –6.438 15.650
Ford Motor Credit (F.GLY) 5.700 Jan 2010 B1 B 98.250 96.250 98.250 1.550 6.411
Ford Motor Credit Co (F.GSG) 8.000 Dec 2016 B1 B 99.795 97.688 98.000 –1.250 8.304
Tembec Industries (TBC.GB) 8.625 Jun 2009 Ca CCC– 67.844 62.938 67.500 3.813 30.109
General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 108.000 105.239 107.750 –0.250 7.315
Delta Air Lines (DAL.GI) 7.900 Dec 2009 –– –– 55.500 53.875 54.170 –3.955 N.A.
Tembec Industries (TBC.GC) 8.500 Feb 2011 Ca CCC– 59.000 57.000 59.000 1.375 26.341
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 83.000 78.594 80.250 0.250 9.555
Pioneer Natural Resources Co (PXD.GG) 6.650 Mar 2017 Ba1 BB+ 98.108 97.800 97.857 –2.069 6.952
Northwest Airlines (NWAC.HJ) 10.000 Feb 2009 –– D 84.000 77.938 77.938 –4.313 N.A.

CONVERTIBLES

Omnicare (OCR.GG) 3.250 Dec 2035 B2 BB+ 86.250 82.000 86.250 –2.077 4.067
Sandisk  (SNDK.GC) 1.000 May 2013 –– BB– 87.794 85.934 86.118 –1.263 3.577
Amazon.Com (AMZN.GC) 4.750 Feb 2009 Ba3 B 100.438 99.750 100.313 0.063 4.558
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 97.563 96.930 97.563 0.483 1.566
Amgen (AMGN.GN) 0.375 Feb 2013 A2 –– 95.000 94.609 94.820 0.467 1.314
Tyco Intl Gp Sa (TYC.OH) 3.125 Jan 2023 Baa3 BBB+ 155.652 149.258 155.151 6.151 N.A.
Symantec  (SYMC.GF) 1.000 Jun 2013 –– –– 109.250 108.248 108.444 –0.181 –0.365
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 108.750 106.000 106.750 –1.375 –0.856
Transocean Sedco Forex (RIG.GN) 1.500 May 2021 Baa1 A– 124.758 124.033 124.758 4.258 –0.234
Yellow (YELL.GG) 5.000 Aug 2023 Ba1 BBB– 132.355 131.652 131.652 –4.339 –3.941
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HIGH YIELD: +7.91%

INVESTMENT GRADE: +5.73%

ASIA/PACIFIC
Australia (Dollar) .8302 .8266 1.2045 1.2097
China (Yuan) .1295 .1294 7.7226 7.7274
Hong Kong (Dollar) .1278 .1279 7.8219 7.8211
India (Rupee) .0245 .0246 40.805 40.675
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008358 .008359 119.65 119.63
Malaysia (Ringgit) .2924 .2924 3.4205 3.4205
New Zealand (Dollar) .7422 .7396 1.3473 1.3520
Pakistan (Rupee) .0165 .0165 60.75 60.73
Philippines (Peso) .0211 .0211 47.47 47.47

EUROPE
Britain (Pound) 1.9970 1.9910 .5007 .5022
Czech Rep (Koruna) .0485 .0484 20.64 20.65
Denmark (Krone) .1831 .1825 5.4610 5.4780
Europe (Euro) 1.3643 1.3601 .7330 .7353
Hungary (Forint) .0056 .0055 179.99 180.90
Norway (Krone) .1679 .1673 5.9558 5.9766
Poland (Zloty) .3620 .3603 2.76 2.78
Russia (Ruble) .0389 .0389 25.7036 25.7367
Slovak Rep (Koruna) .0405 .0405 24.67 24.69
Sweden (Krona) .1494 .1485 6.6956 6.7339
Switzerland (Franc) .8287 .8278 1.2068 1.2079
Turkey (Lira) .7485 .7506 1.3360 1.3323

Canada (Dollar) .8964 .8924 1.1156 1.1205
Dominican Rep (Peso) .0307 .0307 32.55 32.55
Mexico (Peso) .091639 .091512 10.9124 10.9275

Bahrain (Dinar) 2.6520 2.6525 .3771 .3770
Egypt (Pound) .1761 .1760 5.6799 5.6806
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2489 .2487 4.0178 4.0217
Jordan (Dinar) 1.4098 1.4085 .7093 .7100
Kenya (Shilling) .0146 .0146 68.30 68.30
Kuwait (Dinar) 3.4554 3.4584 .2894 .2891
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2667 .2667 3.7495 3.7488
So. Africa (Rand) .1425 .1433 7.0175 6.9786

MIDDLE EAST/AFRICA

Singapore (Dollar) .6589 .6597 1.5176 1.5157
So. Korea (Won) .001076 .001077 929.37 928.51
Taiwan (Dollar) .0300 .0300 33.30 33.32
Thailand (Baht) .03056 .03089 32.72 32.38
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3236 .3238 3.0900 3.0880
Bolivia (Boliviano) .1251 .1251 7.9946 7.9946
Brazil (Real) .4927 .4932 2.0295 2.0274
Chile (Peso) .001898 .001895 526.87 527.70
Colombia (Peso) .000474 .000472 2111.50 2116.50
Paraguay (Guarani) .000199 .000199 5025.13 5025.13
Peru (New Sol) .3120 .3136 3.205 3.189
Uruguay (New Peso) .0417 .0418 23.9751 23.9498

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 63.50 48.70 Jul 07 50.15 50.35 49.30 50.00 + .01 132,289
Lumber CME $/1,000 bd. ft. 323.6 246.3 Jul 07 251.4 251.6 249.4 250.2 ◊ 1.2 5,345

Cocoa NYBOT $/ton 2014 1481 Jul 07 1819 1840 1810 1822 ◊ 1 71,790
Coffee NYBOT ¢/lb 135.80 105.90 Jul 07 106.30 107.90 105.90 107.00 + .25 92,431
Sugar-World NYBOT ¢/lb 18.90 9.12 Jul 07 9.30 9.36 9.12 9.20 ◊ .16 399,505
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07    20.92  * 3,348
Orange Juice NYBOT ¢/lb 203.00 145.55 Jul 07 152.25 155.25 152.25 155.10 + 2.10 14,560

Live Cattle CME ¢/lb 99.82 77.80 Jun 07 92.85 93.35 92.52 93.27 + .57 138,042
Feeder Cattle CME ¢/lb 114.00 95.60 Aug 07 110.97 111.75 110.65 111.47 + .50 12,757
Hogs-Lean CME ¢/lb 79.05 60.00 Jun 07 75.35 75.75 74.20 74.57 ◊ .60 84,057
Pork Bellies CME ¢/lb 110.00 88.00 Jul 07 104.75 105.00 102.55 102.90 ◊ 2.00 778

Corn CBT ¢/bushel 393 355 Jul 07 370} 376ø 367ü 373} ◊ 1ø 486,464
Soybeans CBT ¢/bushel 801} 725ø Jul 07 737} 742 733ø 738ø + 3ø 226,679
Soybean Meal CBT $/ton 224.80 196.50 Jul 07 198.10 200.60 197.80 198.20 ◊ 1.80 88,172
Soybean Oil CBT ¢/lb 33.88 31.58 Jul 07 33.45 33.61 32.70 33.45 + .70 174,954
Wheat CBT ¢/bushel 532 433 Jul 07 511ü 520ü 506ü 512ø ◊ 8ø 223,341
Winter Wheat KC ¢/bushel 527 380 Jul 07 501ø 503 497 501} ◊ 2ü 80,564
Oats CBT ¢/bushel 289} 256 Jul 07 266 269ø 265ü 269ø + 4ø 7,046
Rough Rice CBT $/CWT 10.700 10.065 Jul 07 10.290 10.320 10.240 10.315 + .055 5,574

METALS AND ENERGY
Gold CMX $/troy oz. 777.00 465.00 Jun 07 682.70 684.90 673.80 681.80 + 3.80 239,330
Silver CMX ¢/troy oz. 1505.0 990.0 Jul 07 1359.5 1369.0 1336.5 1357.5 + 12.0 64,401
Platinum NYM $/troy oz. 1345.00 1090.00 Jul 07 1294.10 1304.00 1276.10 1293.00 ◊ 10.60 14,416
Palladium NYM $/oz. 402.75 293.00 Jun 07 374.50 376.00 368.00 374.45 + 1.05 18,039
Hi Grade Copper CMX ¢/lb 369.70 167.50 Jul 07 354.20 356.00 345.60 353.25 + 2.35 53,827

Light Sweet Crude NYM $/bbl. 88.70 52.73 Jun 07 66.13 66.70 64.58 66.46 + 1.40 322,863
Gas Blend NYM  2.3750 1.5805 Jun 07 2.2399 2.2650 2.1905 2.2598 + .0509 63,913
Heating Oil NYM ¢/gal 222.75 124.50 Jun 07 191.00 192.00 186.88 191.27 + 2.34 67,049
Natural Gas NYM $/mm btu 10.200 6.521 Jun 07 7.860 7.897 7.535 7.831 + .229 98,647
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Jul 07 — — 4.80 4.79 ◊ 0.01 4.91
Oct 07 — — 4.83 4.82 ◊ 0.01 5.01

Apr 12 2 1002.13 99-14 99-15 +0-01 2.11
Jan 17 2Å 1008.38 101-04 101-05 +0-01 2.24
Jan 27 2Å 1008.38 100-01 100-02 ◊0-03 2.37
Apr 32 3Å 1145.66 120-22 120-23 ◊0-04 2.28

Apr 09 4ø — 99.22 99.23  * 4.64
Apr 12 4ø — 99.19 99.20  * 4.58
Feb 17 4œ — 99.14 99.15 ◊ 0.03 4.69
Feb 37 4} — 97.29 97.30 ◊ 0.08 4.88
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HIGH YIELD: +15.92%
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Construction Spending
Change from
previous year

Feb. ’07 %–2.4
Jan. ’07 –2.3

%+6
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’02 ’07

Personal Savings Rate
Percent of
disposable income

Feb. ’07 %–1.2
Jan. ’07 –1.2
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–70

’02 ’07

Balance of Trade
In billions of dollars
Seasonally adjusted

Feb. ’07 –58.4
Jan. ’07 –58.9
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3

’02 ’07

Housing Supply
In months

March ’07 7.3
Feb. ’07 6.8

65

45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

March ’07 50.9
Feb. ’07 52.3

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com
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Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 5.25 4.75% %

Prime rate 8.25 7.75

15-yr fixed 5.50 5.78

15-yr fixed jumbo 5.76 5.99

30-yr fixed 5.77 6.13

30-yr fixed jumbo 6.10 6.36

5/1 adj. rate 5.52 5.78

5/1 adj. rate jumbo 5.74 5.88

1-year adj. rate 5.59 5.24

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.07 6.69% %

$75K line (excellent credit*) 6.75 5.97

$75K loan (good credit*) 7.70 7.61

$75K loan (excellent credit*) 7.49 7.43

Home Equity
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36-mo. used car 7.44 7.50% %

60-mo. new car 6.97 6.71

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.67 3.10% %

$10K min. money-market 4.03 3.35

6-month CD 4.59 4.23

1-year CD 4.80 4.64

2-year CD 4.75 4.63

5-year IRA CD 4.48 4.71

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1303 .1303 7.6724 7.6724
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0547 .0547 18.28 18.28

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

he felt it wasn’t worth the bad press
to hold onto them. 

Did that mean that Mr. Jobs was
willing to go back to his $1 a year sal-
ary? Hardly. At the same time, he

and the board began nego-
tiating a new package: 7.5
million stock options this
time, at a price of $17.83.

Those options were
agreed to by the board in
August 2001, barely two

months after the Fortune article, but
the final negotiations with Mr. Jobs
weren’t completed until mid-Decem-
ber. 

And although those options also
never paid off for him, and were fi-
nally replaced in 2003 by a huge re-
stricted stock grant, they had enor-
mous consequences. They were one
of two big options grants that ulti-
mately embroiled Apple and its lead-
er in the backdating scandal.

Among other things, an Apple un-
derling created fictitious board min-
utes, two of Mr. Jobs’s closest associ-
ates were forced out of the company
and faced charges brought by the Se-
curities and Exchange Commission,
and Mr. Jobs’s own actions and eth-
ics were brought into question.

Rarely have so many avoidable
problems been created by one man’s
obsession with his own image. Then
again, this is Steve Jobs we’re talk-
ing about.

T
HIS has been quite the week
for Apple shareholders. The
company reported an incred-
ible quarter, with profits up

88 percent, blowing past analysts’ es-
timates. Its stock pushed above $100
a share for the first time ever. (It
closed yesterday at $99.92.) 

And then there was this week’s op-
tions backdating news: The S.E.C.
brought formal charges against Ap-
ple’s former general counsel, Nancy
Heinen, and its former chief finan-
cial officer, Fred Anderson.

(Mr. Anderson settled the charges
against him for $3.5 million without
admitting or denying guilt, while Ms.
Heinen’s lawyers vowed to fight the
charges against her.)

These were the two executives the
Apple board has been pointing the
finger at ever since it completed its
internal investigation last fall. 

The S.E.C. seemed to agree: its
body language this week strongly
suggested that it had zero interest in
pursuing Mr. Jobs.

The agency’s position seems to be
that the financial chief and general
counsel are the ones who are sup-
posed to ensure that options are han-
dled correctly, and therefore both
Mr. Jobs and the Apple board are off
the hook.

But almost immediately upon set-
tling the charges, Mr. Anderson
pointed the finger right back at his
old boss.

Mr. Anderson had been involved in
an options grant that Mr. Jobs made
to his executive team in early 2001 —
it was the second big grant under
scrutiny — and he claimed that he
told Mr. Jobs there might have to be
an accounting charge if the options
were not handled correctly.

There is not much doubt that Mr.
Anderson made his statement this
week because he felt unfairly scape-
goated by Apple and Mr. Jobs.

With all the finger-pointing, it is
difficult to parse whether Mr. Ander-
son, a wealthy, widely respected fig-
ure in Silicon Valley, did something
deserving of government sanction.
What is clear, however, is that Mr.
Jobs does not deserve the free ride

he’s been getting from the Apple
board, the company’s investors and
government regulators. 

I am not saying Mr. Jobs commit-
ted a crime. What I am saying is that
it is pretty obvious by now that he
was extremely involved in both of the
options grants that have become
such problems.

So it is hard to see how he doesn’t
deserve his share of the blame for
what happened.

Let’s start with the “executive
team” grant that Mr. Anderson was
involved in. At the time, Mr. Jobs
was under pressure to make large
grants to key executives to keep
them from leaving. (Remember, this
was the tail end of the dot-com bub-
ble.) The board gave him free rein to
hand out options as he saw fit.

The directors approved the grants,
a total of 4.8 million options, which
were set to go into effect on Jan. 2. 

So far, so good. But then Ms. Hei-
nen suggested the date be changed to
later in January to move it past the
company’s MacWorld event. She
didn’t want it to look as if Apple exec-
utives were taking options in antici-
pation of a stock bump. Mr. Jobs
agreed.

At the end of January, after some
back and forth, he chose Jan. 17 as
the new date, according to an e-mail
message Ms. Heinen sent around at
the time.

The board, in turn, approved the
Jan. 17 options on Feb. 7. By then,
though, Apple’s stock price had in-

deed bumped up, by $3.94 more than
the Jan. 17 strike price. Which
meant, of course, the options had
been backdated, and should have
been both expensed and disclosed.
Neither happened.

There are lots of people in Silicon
Valley who strongly believe that this
sequence of events is hardly worth a
parking ticket, much less a big-time
S.E.C. investigation. But the S.E.C.
clearly viewed it as serious enough
to charge Mr. Anderson.

So why not Mr. Jobs? He’s the one
who made the grants in the first
place. He was clearly involved in
choosing the new date — two weeks
after it had come and gone. And as
chairman of the board, he knew — or
should have known — that the grants
weren’t final until Feb. 7.

To conclude that Mr. Anderson,
but not Mr. Jobs, did something
wrong requires some serious mental
gymnastics. 

Now let’s look at the other grant:
the 7.5 million options to Mr. Jobs
himself. This was the case in which
one of Ms. Heinen’s subordinates
drew up fictitious board minutes to
make it appear that the Apple board
had approved the grant in October
when the real date was December.

(The underling says she was in-
structed to do so by her boss, which
Ms. Heinen denies.) Certainly, you
can’t blame Steve Jobs for that.

What you can blame him for is cre-
ating an atmosphere in which these
things could happen in the first place.

Consider, first, Mr. Jobs’s desire to
replace the 20 million options with
the 7.5 million options. What he was
really trying to do was reprice his op-
tions without actually admitting that

— because repricing would entail an
accounting expense. To avoid the ex-
pense, he was supposed to wait six
months and a day after the cancella-
tion of the first package before Apple
gave him the new package. 

But he was Steve Jobs, and he
wasn’t about to go optionless for six
months and a day.

The Apple directors would later
claim that they didn’t want him to go
optionless either — because then he
would have an incentive to drive
down the stock price until he got his
new options package. (Have you ever
heard a nuttier rationale?)

In any case, Mr. Jobs held onto the
20 million options while negotiating
at length for a better vesting sched-
ule for the 7.5 million. If he had ac-
cepted a normal vesting schedule —
he wound up getting a quarter of his
options vested immediately — the is-
sue would have been avoided.

Instead, the negotiations went on
so long that they bumped into a new
fiscal year, causing all kinds of prob-
lems for people like Nancy Heinen.

You get the strong impression that
nobody dared to say no to Mr. Jobs, a
notoriously difficult and abrasive
chief executive. One imagines the
trepidation of the compensation com-
mittee members — or Ms. Heinen —
in telling him that he couldn’t get a
low option price because the stock
had risen during the negotiations.

So instead, they found a date in Oc-
tober that approximated the stock
price in August — and an underling
created phony board minutes.

What is particularly galling is the
double standard. You hear from lots
of sophisticated investors that it
would be terrible if Mr. Jobs were
forced out at Apple. How, they say,
would that help Apple shareholders?

But lots of other chiefs have lost
their jobs because of options back-
dating, and several have even been
indicted. However indispensable he
may be, the notion that Mr. Jobs
can’t be touched because he’s Steve
Jobs is something terribly corrosive.

If the S.E.C. is coming to the view
that options backdating is just a pec-
cadillo, as Silicon Valley has claimed
all along, it should say so. But if it be-
lieves this is serious stuff, then it
shouldn’t be making excuses for
Steve Jobs, as it appears to be doing.

As for Mr. Jobs, as hard as he’s
worked to convey the image of an
above-the-fray visionary, that’s not
quite the reality, is it? I recently
stumbled across this comment from
him, circa 1985: “I’m at a stage
where I don’t have to do things just to
get by. But then I’ve always been
that way, because I’ve never really
cared about money.” 

Yeah, right.

Weighing Jobs’s Role in a Scandal
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A focus on underlings
and a pass for Apple’s
celebrated chief.

By ERIC FERKENHOFF
CHICAGO, April 27 — A former

audit committee member of Holl-
inger International began testifying
Friday in the criminal trial of Con-
rad M. Black, the former chairman,
with prosecutors portraying her as a
talented economist who had been
duped while the defense suggested
she had failed to carry out her finan-
cial duties. 

The witness, Marie-Josee Kravis,
who was a director for more than 10
years, told the federal jury that Mr.
Black and other company officials
skirted corporate and government
oversight, lining their pockets with
millions of dollars in shareholder
cash to finance a lavish lifestyle that
the government said included costly
birthday parties and trips to second
homes.

Ending the sixth week of testimo-
ny in the fraud trial of Mr. Black and
three former colleagues, Ms. Kravis,
the wife of the financier Henry Krav-
is, exhibited the collected personality
and financial know-how that have
landed her on the society circuit and
boards of several top-tier corpora-
tions, including Seagram & Sons, the
Ford Motor Company and the toy
company Hasbro, as well as the Mu-
seum of Modern Art. 

She testified that Mr. Black, 62, F.
David Radler, his former partner,
and other company officials had sold
off and bought companies with spe-
cial clauses that allowed them to
keep small percentages totaling mil-
lions of dollars for themselves. 

In doing so, Ms. Kravis testified,
the officials violated company proto-
col that dictated detailed scrutiny by
the auditing committee she sat on, as
well as board approval. 

Neither occurred in the open fash-

ion it should have, she said.
As questions began to mount about

the sales, Ms. Kravis asked Mr.
Black to be a little more humble, in
his public and private dealings, she
testified, and in return, Mr. Black
sent her an e-mail message in 2003,
before the criminal investigation
was revealed, assuring her that he,
Mr. Radler and others were doing
business both legally and in the in-
terest of the company’s stockhold-
ers.

Ms. Kravis’s testimony came a

day after another audit committee
member, Richard Burt, testified that
he had been misled by company offi-
cials about management’s dealings
at Hollinger. 

Mr. Black and his top lieutenants
are accused in the case, which is be-
ing tried in Federal District Court in
Chicago, of pocketing more $60 mil-
lion in noncompete payments begin-
ning in the mid-1990s. 

The government has said and Ms.
Kravis echoed the charge Friday,
that the money should have belonged
to shareholders of the company.

Ms. Kravis, who studied econom-
ics in Ottawa, served on Canada’s
largest bank, and did economic re-
search for, among others, the Hud-
son Institute, said: “I was not ad-

vised of the transactions.” The trans-
actions, according to testimony,
were approved by an executive com-
mittee consisting of Mr. Black and
Mr. Radler and one other Hollinger
director, Richard Perle.

She said she did not know why the
payments were made by a commit-
tee rather than the full board.

When first told of the accusations,
Ms. Kravis said she thought they
were inadvertent oversights and ap-
plauded Mr. Black and other compa-
ny officials for admitting mistakes.

In opening their cross-examina-
tion against Ms. Kravis on Friday,
defense lawyers exhibited memos
and e-mail messages they say
showed that she should have known
the agreements were not only rou-
tine but were well documented in
company paperwork.

Although she testified that she
must have seen some memos shown
by the defense in evidence calling at-
tention to noncompete clauses at the
heart of the case, she could not ex-
plain why she had not alerted other
board members or government offi-
cials.

Ms. Kravis testified for about four
hours, with the defense just begin-
ning its cross-examination in her fi-
nal 45 minutes on the stand.

Testimony is expected to continue
next week with the various defend-
ants’ lawyers expected to question
Ms. Kravis. 

The former Illinois governor,
James R Thompson, who, along with
Mr. Burt made up the Hollinger audit
committee, is also scheduled to testi-
fy. 

Mr. Radler, the former president
who has since agreed to prison time
and restitution, could testify next
week as well.

Ex-Hollinger Audit Panel Member Testifies

Company officials
paid for luxury living
with shareholders’
money, a witness says.
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INVESTMENT GRADE

NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3951 2727 1005 219
Advances 1752 1217 455 80
Declines 1803 1246 433 124
Unchanged 137 57 75 5
52 Week High 185 120 39 26
52 Week Low 56 45 8 3
Dollar Volume*     14,486 9,036 3,702 1,748

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

General Electric Capital (GE.GKY) 4.250 Sep 2010 Aaa AAA 97.383 97.188 97.320 –0.259 5.126
SLM (SLM.NQ) 5.000 Oct 2013 A2 A 91.412 88.849 91.412 0.801 6.666
Chrysler (DCX.GD) 7.400 Aug 2097 Baa1 BBB 121.500 120.930 121.500 0.500 6.080
Lehman Brothers Hlds (LEH.GZJ) 5.250 Feb 2012 A1 A+ 100.899 99.816 99.816 –0.087 5.291
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 103.005 100.841 100.916 –0.004 6.116
Sprint Capital (FON.GJ) 6.875 Nov 2028 Baa3 BBB 99.500 98.572 99.308 0.558 6.937
General Electric Capital  (GE.HBO) 5.400 Feb 2017 Aaa AAA 100.471 99.713 100.020 –0.285 5.396
General Electric Capital  (GE.HAZ) 5.250 Oct 2009 Aaa AAA 100.642 100.414 100.414 –0.173 5.070
Bank Of America  (BAC.GWI) 5.300 Mar 2017 Aa1 –– 98.737 98.400 98.400 –0.182 5.511
Sprint Capital (FON.HK) 8.750 Mar 2032 Baa3 BBB 117.573 116.911 117.064 –0.755 7.257

HIGH YIELD

Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 58.000 54.125 54.562 –6.438 15.650
Ford Motor Credit (F.GLY) 5.700 Jan 2010 B1 B 98.250 96.250 98.250 1.550 6.411
Ford Motor Credit Co (F.GSG) 8.000 Dec 2016 B1 B 99.795 97.688 98.000 –1.250 8.304
Tembec Industries (TBC.GB) 8.625 Jun 2009 Ca CCC– 67.844 62.938 67.500 3.813 30.109
General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 108.000 105.239 107.750 –0.250 7.315
Delta Air Lines (DAL.GI) 7.900 Dec 2009 –– –– 55.500 53.875 54.170 –3.955 N.A.
Tembec Industries (TBC.GC) 8.500 Feb 2011 Ca CCC– 59.000 57.000 59.000 1.375 26.341
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 83.000 78.594 80.250 0.250 9.555
Pioneer Natural Resources Co (PXD.GG) 6.650 Mar 2017 Ba1 BB+ 98.108 97.800 97.857 –2.069 6.952
Northwest Airlines (NWAC.HJ) 10.000 Feb 2009 –– D 84.000 77.938 77.938 –4.313 N.A.

CONVERTIBLES

Omnicare (OCR.GG) 3.250 Dec 2035 B2 BB+ 86.250 82.000 86.250 –2.077 4.067
Sandisk  (SNDK.GC) 1.000 May 2013 –– BB– 87.794 85.934 86.118 –1.263 3.577
Amazon.Com (AMZN.GC) 4.750 Feb 2009 Ba3 B 100.438 99.750 100.313 0.063 4.558
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 97.563 96.930 97.563 0.483 1.566
Amgen (AMGN.GN) 0.375 Feb 2013 A2 –– 95.000 94.609 94.820 0.467 1.314
Tyco Intl Gp Sa (TYC.OH) 3.125 Jan 2023 Baa3 BBB+ 155.652 149.258 155.151 6.151 N.A.
Symantec  (SYMC.GF) 1.000 Jun 2013 –– –– 109.250 108.248 108.444 –0.181 –0.365
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 108.750 106.000 106.750 –1.375 –0.856
Transocean Sedco Forex (RIG.GN) 1.500 May 2021 Baa1 A– 124.758 124.033 124.758 4.258 –0.234
Yellow (YELL.GG) 5.000 Aug 2023 Ba1 BBB– 132.355 131.652 131.652 –4.339 –3.941
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HIGH YIELD: +7.91%

INVESTMENT GRADE: +5.73%

ASIA/PACIFIC
Australia (Dollar) .8302 .8266 1.2045 1.2097
China (Yuan) .1295 .1294 7.7226 7.7274
Hong Kong (Dollar) .1278 .1279 7.8219 7.8211
India (Rupee) .0245 .0246 40.805 40.675
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008358 .008359 119.65 119.63
Malaysia (Ringgit) .2924 .2924 3.4205 3.4205
New Zealand (Dollar) .7422 .7396 1.3473 1.3520
Pakistan (Rupee) .0165 .0165 60.75 60.73
Philippines (Peso) .0211 .0211 47.47 47.47

EUROPE
Britain (Pound) 1.9970 1.9910 .5007 .5022
Czech Rep (Koruna) .0485 .0484 20.64 20.65
Denmark (Krone) .1831 .1825 5.4610 5.4780
Europe (Euro) 1.3643 1.3601 .7330 .7353
Hungary (Forint) .0056 .0055 179.99 180.90
Norway (Krone) .1679 .1673 5.9558 5.9766
Poland (Zloty) .3620 .3603 2.76 2.78
Russia (Ruble) .0389 .0389 25.7036 25.7367
Slovak Rep (Koruna) .0405 .0405 24.67 24.69
Sweden (Krona) .1494 .1485 6.6956 6.7339
Switzerland (Franc) .8287 .8278 1.2068 1.2079
Turkey (Lira) .7485 .7506 1.3360 1.3323

Canada (Dollar) .8964 .8924 1.1156 1.1205
Dominican Rep (Peso) .0307 .0307 32.55 32.55
Mexico (Peso) .091639 .091512 10.9124 10.9275

Bahrain (Dinar) 2.6520 2.6525 .3771 .3770
Egypt (Pound) .1761 .1760 5.6799 5.6806
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2489 .2487 4.0178 4.0217
Jordan (Dinar) 1.4098 1.4085 .7093 .7100
Kenya (Shilling) .0146 .0146 68.30 68.30
Kuwait (Dinar) 3.4554 3.4584 .2894 .2891
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2667 .2667 3.7495 3.7488
So. Africa (Rand) .1425 .1433 7.0175 6.9786

MIDDLE EAST/AFRICA

Singapore (Dollar) .6589 .6597 1.5176 1.5157
So. Korea (Won) .001076 .001077 929.37 928.51
Taiwan (Dollar) .0300 .0300 33.30 33.32
Thailand (Baht) .03056 .03089 32.72 32.38
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3236 .3238 3.0900 3.0880
Bolivia (Boliviano) .1251 .1251 7.9946 7.9946
Brazil (Real) .4927 .4932 2.0295 2.0274
Chile (Peso) .001898 .001895 526.87 527.70
Colombia (Peso) .000474 .000472 2111.50 2116.50
Paraguay (Guarani) .000199 .000199 5025.13 5025.13
Peru (New Sol) .3120 .3136 3.205 3.189
Uruguay (New Peso) .0417 .0418 23.9751 23.9498

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 63.50 48.70 Jul 07 50.15 50.35 49.30 50.00 + .01 132,289
Lumber CME $/1,000 bd. ft. 323.6 246.3 Jul 07 251.4 251.6 249.4 250.2 ◊ 1.2 5,345

Cocoa NYBOT $/ton 2014 1481 Jul 07 1819 1840 1810 1822 ◊ 1 71,790
Coffee NYBOT ¢/lb 135.80 105.90 Jul 07 106.30 107.90 105.90 107.00 + .25 92,431
Sugar-World NYBOT ¢/lb 18.90 9.12 Jul 07 9.30 9.36 9.12 9.20 ◊ .16 399,505
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07    20.92  * 3,348
Orange Juice NYBOT ¢/lb 203.00 145.55 Jul 07 152.25 155.25 152.25 155.10 + 2.10 14,560

Live Cattle CME ¢/lb 99.82 77.80 Jun 07 92.85 93.35 92.52 93.27 + .57 138,042
Feeder Cattle CME ¢/lb 114.00 95.60 Aug 07 110.97 111.75 110.65 111.47 + .50 12,757
Hogs-Lean CME ¢/lb 79.05 60.00 Jun 07 75.35 75.75 74.20 74.57 ◊ .60 84,057
Pork Bellies CME ¢/lb 110.00 88.00 Jul 07 104.75 105.00 102.55 102.90 ◊ 2.00 778

Corn CBT ¢/bushel 393 355 Jul 07 370} 376ø 367ü 373} ◊ 1ø 486,464
Soybeans CBT ¢/bushel 801} 725ø Jul 07 737} 742 733ø 738ø + 3ø 226,679
Soybean Meal CBT $/ton 224.80 196.50 Jul 07 198.10 200.60 197.80 198.20 ◊ 1.80 88,172
Soybean Oil CBT ¢/lb 33.88 31.58 Jul 07 33.45 33.61 32.70 33.45 + .70 174,954
Wheat CBT ¢/bushel 532 433 Jul 07 511ü 520ü 506ü 512ø ◊ 8ø 223,341
Winter Wheat KC ¢/bushel 527 380 Jul 07 501ø 503 497 501} ◊ 2ü 80,564
Oats CBT ¢/bushel 289} 256 Jul 07 266 269ø 265ü 269ø + 4ø 7,046
Rough Rice CBT $/CWT 10.700 10.065 Jul 07 10.290 10.320 10.240 10.315 + .055 5,574

METALS AND ENERGY
Gold CMX $/troy oz. 777.00 465.00 Jun 07 682.70 684.90 673.80 681.80 + 3.80 239,330
Silver CMX ¢/troy oz. 1505.0 990.0 Jul 07 1359.5 1369.0 1336.5 1357.5 + 12.0 64,401
Platinum NYM $/troy oz. 1345.00 1090.00 Jul 07 1294.10 1304.00 1276.10 1293.00 ◊ 10.60 14,416
Palladium NYM $/oz. 402.75 293.00 Jun 07 374.50 376.00 368.00 374.45 + 1.05 18,039
Hi Grade Copper CMX ¢/lb 369.70 167.50 Jul 07 354.20 356.00 345.60 353.25 + 2.35 53,827

Light Sweet Crude NYM $/bbl. 88.70 52.73 Jun 07 66.13 66.70 64.58 66.46 + 1.40 322,863
Gas Blend NYM  2.3750 1.5805 Jun 07 2.2399 2.2650 2.1905 2.2598 + .0509 63,913
Heating Oil NYM ¢/gal 222.75 124.50 Jun 07 191.00 192.00 186.88 191.27 + 2.34 67,049
Natural Gas NYM $/mm btu 10.200 6.521 Jun 07 7.860 7.897 7.535 7.831 + .229 98,647
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Jul 07 — — 4.80 4.79 ◊ 0.01 4.91
Oct 07 — — 4.83 4.82 ◊ 0.01 5.01

Apr 12 2 1002.13 99-14 99-15 +0-01 2.11
Jan 17 2Å 1008.38 101-04 101-05 +0-01 2.24
Jan 27 2Å 1008.38 100-01 100-02 ◊0-03 2.37
Apr 32 3Å 1145.66 120-22 120-23 ◊0-04 2.28

Apr 09 4ø — 99.22 99.23  * 4.64
Apr 12 4ø — 99.19 99.20  * 4.58
Feb 17 4œ — 99.14 99.15 ◊ 0.03 4.69
Feb 37 4} — 97.29 97.30 ◊ 0.08 4.88
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HIGH YIELD: +15.92%
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Construction Spending
Change from
previous year

Feb. ’07 %–2.4
Jan. ’07 –2.3

%+6
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Personal Savings Rate
Percent of
disposable income

Feb. ’07 %–1.2
Jan. ’07 –1.2
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Balance of Trade
In billions of dollars
Seasonally adjusted

Feb. ’07 –58.4
Jan. ’07 –58.9
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’02 ’07

Housing Supply
In months

March ’07 7.3
Feb. ’07 6.8

65

45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

March ’07 50.9
Feb. ’07 52.3

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets
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Federal funds 5.25 4.75% %

Prime rate 8.25 7.75

15-yr fixed 5.50 5.78

15-yr fixed jumbo 5.76 5.99

30-yr fixed 5.77 6.13

30-yr fixed jumbo 6.10 6.36

5/1 adj. rate 5.52 5.78

5/1 adj. rate jumbo 5.74 5.88

1-year adj. rate 5.59 5.24

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.07 6.69% %

$75K line (excellent credit*) 6.75 5.97

$75K loan (good credit*) 7.70 7.61

$75K loan (excellent credit*) 7.49 7.43

Home Equity
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36-mo. used car 7.44 7.50% %

60-mo. new car 6.97 6.71

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.67 3.10% %

$10K min. money-market 4.03 3.35

6-month CD 4.59 4.23

1-year CD 4.80 4.64

2-year CD 4.75 4.63

5-year IRA CD 4.48 4.71

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1303 .1303 7.6724 7.6724
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0547 .0547 18.28 18.28

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

he felt it wasn’t worth the bad press
to hold onto them. 

Did that mean that Mr. Jobs was
willing to go back to his $1 a year sal-
ary? Hardly. At the same time, he

and the board began nego-
tiating a new package: 7.5
million stock options this
time, at a price of $17.83.

Those options were
agreed to by the board in
August 2001, barely two

months after the Fortune article, but
the final negotiations with Mr. Jobs
weren’t completed until mid-Decem-
ber. 

And although those options also
never paid off for him, and were fi-
nally replaced in 2003 by a huge re-
stricted stock grant, they had enor-
mous consequences. They were one
of two big options grants that ulti-
mately embroiled Apple and its lead-
er in the backdating scandal.

Among other things, an Apple un-
derling created fictitious board min-
utes, two of Mr. Jobs’s closest associ-
ates were forced out of the company
and faced charges brought by the Se-
curities and Exchange Commission,
and Mr. Jobs’s own actions and eth-
ics were brought into question.

Rarely have so many avoidable
problems been created by one man’s
obsession with his own image. Then
again, this is Steve Jobs we’re talk-
ing about.

T
HIS has been quite the week
for Apple shareholders. The
company reported an incred-
ible quarter, with profits up

88 percent, blowing past analysts’ es-
timates. Its stock pushed above $100
a share for the first time ever. (It
closed yesterday at $99.92.) 

And then there was this week’s op-
tions backdating news: The S.E.C.
brought formal charges against Ap-
ple’s former general counsel, Nancy
Heinen, and its former chief finan-
cial officer, Fred Anderson.

(Mr. Anderson settled the charges
against him for $3.5 million without
admitting or denying guilt, while Ms.
Heinen’s lawyers vowed to fight the
charges against her.)

These were the two executives the
Apple board has been pointing the
finger at ever since it completed its
internal investigation last fall. 

The S.E.C. seemed to agree: its
body language this week strongly
suggested that it had zero interest in
pursuing Mr. Jobs.

The agency’s position seems to be
that the financial chief and general
counsel are the ones who are sup-
posed to ensure that options are han-
dled correctly, and therefore both
Mr. Jobs and the Apple board are off
the hook.

But almost immediately upon set-
tling the charges, Mr. Anderson
pointed the finger right back at his
old boss.

Mr. Anderson had been involved in
an options grant that Mr. Jobs made
to his executive team in early 2001 —
it was the second big grant under
scrutiny — and he claimed that he
told Mr. Jobs there might have to be
an accounting charge if the options
were not handled correctly.

There is not much doubt that Mr.
Anderson made his statement this
week because he felt unfairly scape-
goated by Apple and Mr. Jobs.

With all the finger-pointing, it is
difficult to parse whether Mr. Ander-
son, a wealthy, widely respected fig-
ure in Silicon Valley, did something
deserving of government sanction.
What is clear, however, is that Mr.
Jobs does not deserve the free ride

he’s been getting from the Apple
board, the company’s investors and
government regulators. 

I am not saying Mr. Jobs commit-
ted a crime. What I am saying is that
it is pretty obvious by now that he
was extremely involved in both of the
options grants that have become
such problems.

So it is hard to see how he doesn’t
deserve his share of the blame for
what happened.

Let’s start with the “executive
team” grant that Mr. Anderson was
involved in. At the time, Mr. Jobs
was under pressure to make large
grants to key executives to keep
them from leaving. (Remember, this
was the tail end of the dot-com bub-
ble.) The board gave him free rein to
hand out options as he saw fit.

The directors approved the grants,
a total of 4.8 million options, which
were set to go into effect on Jan. 2. 

So far, so good. But then Ms. Hei-
nen suggested the date be changed to
later in January to move it past the
company’s MacWorld event. She
didn’t want it to look as if Apple exec-
utives were taking options in antici-
pation of a stock bump. Mr. Jobs
agreed.

At the end of January, after some
back and forth, he chose Jan. 17 as
the new date, according to an e-mail
message Ms. Heinen sent around at
the time.

The board, in turn, approved the
Jan. 17 options on Feb. 7. By then,
though, Apple’s stock price had in-

deed bumped up, by $3.94 more than
the Jan. 17 strike price. Which
meant, of course, the options had
been backdated, and should have
been both expensed and disclosed.
Neither happened.

There are lots of people in Silicon
Valley who strongly believe that this
sequence of events is hardly worth a
parking ticket, much less a big-time
S.E.C. investigation. But the S.E.C.
clearly viewed it as serious enough
to charge Mr. Anderson.

So why not Mr. Jobs? He’s the one
who made the grants in the first
place. He was clearly involved in
choosing the new date — two weeks
after it had come and gone. And as
chairman of the board, he knew — or
should have known — that the grants
weren’t final until Feb. 7.

To conclude that Mr. Anderson,
but not Mr. Jobs, did something
wrong requires some serious mental
gymnastics. 

Now let’s look at the other grant:
the 7.5 million options to Mr. Jobs
himself. This was the case in which
one of Ms. Heinen’s subordinates
drew up fictitious board minutes to
make it appear that the Apple board
had approved the grant in October
when the real date was December.

(The underling says she was in-
structed to do so by her boss, which
Ms. Heinen denies.) Certainly, you
can’t blame Steve Jobs for that.

What you can blame him for is cre-
ating an atmosphere in which these
things could happen in the first place.

Consider, first, Mr. Jobs’s desire to
replace the 20 million options with
the 7.5 million options. What he was
really trying to do was reprice his op-
tions without actually admitting that

— because repricing would entail an
accounting expense. To avoid the ex-
pense, he was supposed to wait six
months and a day after the cancella-
tion of the first package before Apple
gave him the new package. 

But he was Steve Jobs, and he
wasn’t about to go optionless for six
months and a day.

The Apple directors would later
claim that they didn’t want him to go
optionless either — because then he
would have an incentive to drive
down the stock price until he got his
new options package. (Have you ever
heard a nuttier rationale?)

In any case, Mr. Jobs held onto the
20 million options while negotiating
at length for a better vesting sched-
ule for the 7.5 million. If he had ac-
cepted a normal vesting schedule —
he wound up getting a quarter of his
options vested immediately — the is-
sue would have been avoided.

Instead, the negotiations went on
so long that they bumped into a new
fiscal year, causing all kinds of prob-
lems for people like Nancy Heinen.

You get the strong impression that
nobody dared to say no to Mr. Jobs, a
notoriously difficult and abrasive
chief executive. One imagines the
trepidation of the compensation com-
mittee members — or Ms. Heinen —
in telling him that he couldn’t get a
low option price because the stock
had risen during the negotiations.

So instead, they found a date in Oc-
tober that approximated the stock
price in August — and an underling
created phony board minutes.

What is particularly galling is the
double standard. You hear from lots
of sophisticated investors that it
would be terrible if Mr. Jobs were
forced out at Apple. How, they say,
would that help Apple shareholders?

But lots of other chiefs have lost
their jobs because of options back-
dating, and several have even been
indicted. However indispensable he
may be, the notion that Mr. Jobs
can’t be touched because he’s Steve
Jobs is something terribly corrosive.

If the S.E.C. is coming to the view
that options backdating is just a pec-
cadillo, as Silicon Valley has claimed
all along, it should say so. But if it be-
lieves this is serious stuff, then it
shouldn’t be making excuses for
Steve Jobs, as it appears to be doing.

As for Mr. Jobs, as hard as he’s
worked to convey the image of an
above-the-fray visionary, that’s not
quite the reality, is it? I recently
stumbled across this comment from
him, circa 1985: “I’m at a stage
where I don’t have to do things just to
get by. But then I’ve always been
that way, because I’ve never really
cared about money.” 

Yeah, right.

Weighing Jobs’s Role in a Scandal

JOE
NOCERA 
TALKING

BUSINESS 

Continued From First Business Page TimesSelect: Meet Joe
Nocera at

nytimes.com/nocera.

A focus on underlings
and a pass for Apple’s
celebrated chief.

By ERIC FERKENHOFF
CHICAGO, April 27 — A former

audit committee member of Holl-
inger International began testifying
Friday in the criminal trial of Con-
rad M. Black, the former chairman,
with prosecutors portraying her as a
talented economist who had been
duped while the defense suggested
she had failed to carry out her finan-
cial duties. 

The witness, Marie-Josee Kravis,
who was a director for more than 10
years, told the federal jury that Mr.
Black and other company officials
skirted corporate and government
oversight, lining their pockets with
millions of dollars in shareholder
cash to finance a lavish lifestyle that
the government said included costly
birthday parties and trips to second
homes.

Ending the sixth week of testimo-
ny in the fraud trial of Mr. Black and
three former colleagues, Ms. Kravis,
the wife of the financier Henry Krav-
is, exhibited the collected personality
and financial know-how that have
landed her on the society circuit and
boards of several top-tier corpora-
tions, including Seagram & Sons, the
Ford Motor Company and the toy
company Hasbro, as well as the Mu-
seum of Modern Art. 

She testified that Mr. Black, 62, F.
David Radler, his former partner,
and other company officials had sold
off and bought companies with spe-
cial clauses that allowed them to
keep small percentages totaling mil-
lions of dollars for themselves. 

In doing so, Ms. Kravis testified,
the officials violated company proto-
col that dictated detailed scrutiny by
the auditing committee she sat on, as
well as board approval. 

Neither occurred in the open fash-

ion it should have, she said.
As questions began to mount about

the sales, Ms. Kravis asked Mr.
Black to be a little more humble, in
his public and private dealings, she
testified, and in return, Mr. Black
sent her an e-mail message in 2003,
before the criminal investigation
was revealed, assuring her that he,
Mr. Radler and others were doing
business both legally and in the in-
terest of the company’s stockhold-
ers.

Ms. Kravis’s testimony came a

day after another audit committee
member, Richard Burt, testified that
he had been misled by company offi-
cials about management’s dealings
at Hollinger. 

Mr. Black and his top lieutenants
are accused in the case, which is be-
ing tried in Federal District Court in
Chicago, of pocketing more $60 mil-
lion in noncompete payments begin-
ning in the mid-1990s. 

The government has said and Ms.
Kravis echoed the charge Friday,
that the money should have belonged
to shareholders of the company.

Ms. Kravis, who studied econom-
ics in Ottawa, served on Canada’s
largest bank, and did economic re-
search for, among others, the Hud-
son Institute, said: “I was not ad-

vised of the transactions.” The trans-
actions, according to testimony,
were approved by an executive com-
mittee consisting of Mr. Black and
Mr. Radler and one other Hollinger
director, Richard Perle.

She said she did not know why the
payments were made by a commit-
tee rather than the full board.

When first told of the accusations,
Ms. Kravis said she thought they
were inadvertent oversights and ap-
plauded Mr. Black and other compa-
ny officials for admitting mistakes.

In opening their cross-examina-
tion against Ms. Kravis on Friday,
defense lawyers exhibited memos
and e-mail messages they say
showed that she should have known
the agreements were not only rou-
tine but were well documented in
company paperwork.

Although she testified that she
must have seen some memos shown
by the defense in evidence calling at-
tention to noncompete clauses at the
heart of the case, she could not ex-
plain why she had not alerted other
board members or government offi-
cials.

Ms. Kravis testified for about four
hours, with the defense just begin-
ning its cross-examination in her fi-
nal 45 minutes on the stand.

Testimony is expected to continue
next week with the various defend-
ants’ lawyers expected to question
Ms. Kravis. 

The former Illinois governor,
James R Thompson, who, along with
Mr. Burt made up the Hollinger audit
committee, is also scheduled to testi-
fy. 

Mr. Radler, the former president
who has since agreed to prison time
and restitution, could testify next
week as well.

Ex-Hollinger Audit Panel Member Testifies

Company officials
paid for luxury living
with shareholders’
money, a witness says.
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NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3951 2727 1005 219
Advances 1752 1217 455 80
Declines 1803 1246 433 124
Unchanged 137 57 75 5
52 Week High 185 120 39 26
52 Week Low 56 45 8 3
Dollar Volume*     14,486 9,036 3,702 1,748

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

General Electric Capital (GE.GKY) 4.250 Sep 2010 Aaa AAA 97.383 97.188 97.320 –0.259 5.126
SLM (SLM.NQ) 5.000 Oct 2013 A2 A 91.412 88.849 91.412 0.801 6.666
Chrysler (DCX.GD) 7.400 Aug 2097 Baa1 BBB 121.500 120.930 121.500 0.500 6.080
Lehman Brothers Hlds (LEH.GZJ) 5.250 Feb 2012 A1 A+ 100.899 99.816 99.816 –0.087 5.291
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 103.005 100.841 100.916 –0.004 6.116
Sprint Capital (FON.GJ) 6.875 Nov 2028 Baa3 BBB 99.500 98.572 99.308 0.558 6.937
General Electric Capital  (GE.HBO) 5.400 Feb 2017 Aaa AAA 100.471 99.713 100.020 –0.285 5.396
General Electric Capital  (GE.HAZ) 5.250 Oct 2009 Aaa AAA 100.642 100.414 100.414 –0.173 5.070
Bank Of America  (BAC.GWI) 5.300 Mar 2017 Aa1 –– 98.737 98.400 98.400 –0.182 5.511
Sprint Capital (FON.HK) 8.750 Mar 2032 Baa3 BBB 117.573 116.911 117.064 –0.755 7.257

HIGH YIELD

Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 58.000 54.125 54.562 –6.438 15.650
Ford Motor Credit (F.GLY) 5.700 Jan 2010 B1 B 98.250 96.250 98.250 1.550 6.411
Ford Motor Credit Co (F.GSG) 8.000 Dec 2016 B1 B 99.795 97.688 98.000 –1.250 8.304
Tembec Industries (TBC.GB) 8.625 Jun 2009 Ca CCC– 67.844 62.938 67.500 3.813 30.109
General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 108.000 105.239 107.750 –0.250 7.315
Delta Air Lines (DAL.GI) 7.900 Dec 2009 –– –– 55.500 53.875 54.170 –3.955 N.A.
Tembec Industries (TBC.GC) 8.500 Feb 2011 Ca CCC– 59.000 57.000 59.000 1.375 26.341
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 83.000 78.594 80.250 0.250 9.555
Pioneer Natural Resources Co (PXD.GG) 6.650 Mar 2017 Ba1 BB+ 98.108 97.800 97.857 –2.069 6.952
Northwest Airlines (NWAC.HJ) 10.000 Feb 2009 –– D 84.000 77.938 77.938 –4.313 N.A.

CONVERTIBLES

Omnicare (OCR.GG) 3.250 Dec 2035 B2 BB+ 86.250 82.000 86.250 –2.077 4.067
Sandisk  (SNDK.GC) 1.000 May 2013 –– BB– 87.794 85.934 86.118 –1.263 3.577
Amazon.Com (AMZN.GC) 4.750 Feb 2009 Ba3 B 100.438 99.750 100.313 0.063 4.558
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 97.563 96.930 97.563 0.483 1.566
Amgen (AMGN.GN) 0.375 Feb 2013 A2 –– 95.000 94.609 94.820 0.467 1.314
Tyco Intl Gp Sa (TYC.OH) 3.125 Jan 2023 Baa3 BBB+ 155.652 149.258 155.151 6.151 N.A.
Symantec  (SYMC.GF) 1.000 Jun 2013 –– –– 109.250 108.248 108.444 –0.181 –0.365
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 108.750 106.000 106.750 –1.375 –0.856
Transocean Sedco Forex (RIG.GN) 1.500 May 2021 Baa1 A– 124.758 124.033 124.758 4.258 –0.234
Yellow (YELL.GG) 5.000 Aug 2023 Ba1 BBB– 132.355 131.652 131.652 –4.339 –3.941
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HIGH YIELD: +7.91%

INVESTMENT GRADE: +5.73%

ASIA/PACIFIC
Australia (Dollar) .8302 .8266 1.2045 1.2097
China (Yuan) .1295 .1294 7.7226 7.7274
Hong Kong (Dollar) .1278 .1279 7.8219 7.8211
India (Rupee) .0245 .0246 40.805 40.675
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008358 .008359 119.65 119.63
Malaysia (Ringgit) .2924 .2924 3.4205 3.4205
New Zealand (Dollar) .7422 .7396 1.3473 1.3520
Pakistan (Rupee) .0165 .0165 60.75 60.73
Philippines (Peso) .0211 .0211 47.47 47.47

EUROPE
Britain (Pound) 1.9970 1.9910 .5007 .5022
Czech Rep (Koruna) .0485 .0484 20.64 20.65
Denmark (Krone) .1831 .1825 5.4610 5.4780
Europe (Euro) 1.3643 1.3601 .7330 .7353
Hungary (Forint) .0056 .0055 179.99 180.90
Norway (Krone) .1679 .1673 5.9558 5.9766
Poland (Zloty) .3620 .3603 2.76 2.78
Russia (Ruble) .0389 .0389 25.7036 25.7367
Slovak Rep (Koruna) .0405 .0405 24.67 24.69
Sweden (Krona) .1494 .1485 6.6956 6.7339
Switzerland (Franc) .8287 .8278 1.2068 1.2079
Turkey (Lira) .7485 .7506 1.3360 1.3323

Canada (Dollar) .8964 .8924 1.1156 1.1205
Dominican Rep (Peso) .0307 .0307 32.55 32.55
Mexico (Peso) .091639 .091512 10.9124 10.9275

Bahrain (Dinar) 2.6520 2.6525 .3771 .3770
Egypt (Pound) .1761 .1760 5.6799 5.6806
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2489 .2487 4.0178 4.0217
Jordan (Dinar) 1.4098 1.4085 .7093 .7100
Kenya (Shilling) .0146 .0146 68.30 68.30
Kuwait (Dinar) 3.4554 3.4584 .2894 .2891
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2667 .2667 3.7495 3.7488
So. Africa (Rand) .1425 .1433 7.0175 6.9786

MIDDLE EAST/AFRICA

Singapore (Dollar) .6589 .6597 1.5176 1.5157
So. Korea (Won) .001076 .001077 929.37 928.51
Taiwan (Dollar) .0300 .0300 33.30 33.32
Thailand (Baht) .03056 .03089 32.72 32.38
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3236 .3238 3.0900 3.0880
Bolivia (Boliviano) .1251 .1251 7.9946 7.9946
Brazil (Real) .4927 .4932 2.0295 2.0274
Chile (Peso) .001898 .001895 526.87 527.70
Colombia (Peso) .000474 .000472 2111.50 2116.50
Paraguay (Guarani) .000199 .000199 5025.13 5025.13
Peru (New Sol) .3120 .3136 3.205 3.189
Uruguay (New Peso) .0417 .0418 23.9751 23.9498

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 63.50 48.70 Jul 07 50.15 50.35 49.30 50.00 + .01 132,289
Lumber CME $/1,000 bd. ft. 323.6 246.3 Jul 07 251.4 251.6 249.4 250.2 ◊ 1.2 5,345

Cocoa NYBOT $/ton 2014 1481 Jul 07 1819 1840 1810 1822 ◊ 1 71,790
Coffee NYBOT ¢/lb 135.80 105.90 Jul 07 106.30 107.90 105.90 107.00 + .25 92,431
Sugar-World NYBOT ¢/lb 18.90 9.12 Jul 07 9.30 9.36 9.12 9.20 ◊ .16 399,505
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07    20.92  * 3,348
Orange Juice NYBOT ¢/lb 203.00 145.55 Jul 07 152.25 155.25 152.25 155.10 + 2.10 14,560

Live Cattle CME ¢/lb 99.82 77.80 Jun 07 92.85 93.35 92.52 93.27 + .57 138,042
Feeder Cattle CME ¢/lb 114.00 95.60 Aug 07 110.97 111.75 110.65 111.47 + .50 12,757
Hogs-Lean CME ¢/lb 79.05 60.00 Jun 07 75.35 75.75 74.20 74.57 ◊ .60 84,057
Pork Bellies CME ¢/lb 110.00 88.00 Jul 07 104.75 105.00 102.55 102.90 ◊ 2.00 778

Corn CBT ¢/bushel 393 355 Jul 07 370} 376ø 367ü 373} ◊ 1ø 486,464
Soybeans CBT ¢/bushel 801} 725ø Jul 07 737} 742 733ø 738ø + 3ø 226,679
Soybean Meal CBT $/ton 224.80 196.50 Jul 07 198.10 200.60 197.80 198.20 ◊ 1.80 88,172
Soybean Oil CBT ¢/lb 33.88 31.58 Jul 07 33.45 33.61 32.70 33.45 + .70 174,954
Wheat CBT ¢/bushel 532 433 Jul 07 511ü 520ü 506ü 512ø ◊ 8ø 223,341
Winter Wheat KC ¢/bushel 527 380 Jul 07 501ø 503 497 501} ◊ 2ü 80,564
Oats CBT ¢/bushel 289} 256 Jul 07 266 269ø 265ü 269ø + 4ø 7,046
Rough Rice CBT $/CWT 10.700 10.065 Jul 07 10.290 10.320 10.240 10.315 + .055 5,574

METALS AND ENERGY
Gold CMX $/troy oz. 777.00 465.00 Jun 07 682.70 684.90 673.80 681.80 + 3.80 239,330
Silver CMX ¢/troy oz. 1505.0 990.0 Jul 07 1359.5 1369.0 1336.5 1357.5 + 12.0 64,401
Platinum NYM $/troy oz. 1345.00 1090.00 Jul 07 1294.10 1304.00 1276.10 1293.00 ◊ 10.60 14,416
Palladium NYM $/oz. 402.75 293.00 Jun 07 374.50 376.00 368.00 374.45 + 1.05 18,039
Hi Grade Copper CMX ¢/lb 369.70 167.50 Jul 07 354.20 356.00 345.60 353.25 + 2.35 53,827

Light Sweet Crude NYM $/bbl. 88.70 52.73 Jun 07 66.13 66.70 64.58 66.46 + 1.40 322,863
Gas Blend NYM  2.3750 1.5805 Jun 07 2.2399 2.2650 2.1905 2.2598 + .0509 63,913
Heating Oil NYM ¢/gal 222.75 124.50 Jun 07 191.00 192.00 186.88 191.27 + 2.34 67,049
Natural Gas NYM $/mm btu 10.200 6.521 Jun 07 7.860 7.897 7.535 7.831 + .229 98,647
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Jul 07 — — 4.80 4.79 ◊ 0.01 4.91
Oct 07 — — 4.83 4.82 ◊ 0.01 5.01

Apr 12 2 1002.13 99-14 99-15 +0-01 2.11
Jan 17 2Å 1008.38 101-04 101-05 +0-01 2.24
Jan 27 2Å 1008.38 100-01 100-02 ◊0-03 2.37
Apr 32 3Å 1145.66 120-22 120-23 ◊0-04 2.28
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Apr 12 4ø — 99.19 99.20  * 4.58
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Construction Spending
Change from
previous year

Feb. ’07 %–2.4
Jan. ’07 –2.3

%+6

–4

’02 ’07

Personal Savings Rate
Percent of
disposable income

Feb. ’07 %–1.2
Jan. ’07 –1.2
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Balance of Trade
In billions of dollars
Seasonally adjusted

Feb. ’07 –58.4
Jan. ’07 –58.9
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Housing Supply
In months

March ’07 7.3
Feb. ’07 6.8
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45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

March ’07 50.9
Feb. ’07 52.3

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com
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Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 5.25 4.75% %

Prime rate 8.25 7.75

15-yr fixed 5.50 5.78

15-yr fixed jumbo 5.76 5.99

30-yr fixed 5.77 6.13

30-yr fixed jumbo 6.10 6.36

5/1 adj. rate 5.52 5.78

5/1 adj. rate jumbo 5.74 5.88

1-year adj. rate 5.59 5.24

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.07 6.69% %

$75K line (excellent credit*) 6.75 5.97

$75K loan (good credit*) 7.70 7.61

$75K loan (excellent credit*) 7.49 7.43

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.44 7.50% %

60-mo. new car 6.97 6.71

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.67 3.10% %

$10K min. money-market 4.03 3.35

6-month CD 4.59 4.23

1-year CD 4.80 4.64

2-year CD 4.75 4.63

5-year IRA CD 4.48 4.71

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1303 .1303 7.6724 7.6724
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0547 .0547 18.28 18.28

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

he felt it wasn’t worth the bad press
to hold onto them. 

Did that mean that Mr. Jobs was
willing to go back to his $1 a year sal-
ary? Hardly. At the same time, he

and the board began nego-
tiating a new package: 7.5
million stock options this
time, at a price of $17.83.

Those options were
agreed to by the board in
August 2001, barely two

months after the Fortune article, but
the final negotiations with Mr. Jobs
weren’t completed until mid-Decem-
ber. 

And although those options also
never paid off for him, and were fi-
nally replaced in 2003 by a huge re-
stricted stock grant, they had enor-
mous consequences. They were one
of two big options grants that ulti-
mately embroiled Apple and its lead-
er in the backdating scandal.

Among other things, an Apple un-
derling created fictitious board min-
utes, two of Mr. Jobs’s closest associ-
ates were forced out of the company
and faced charges brought by the Se-
curities and Exchange Commission,
and Mr. Jobs’s own actions and eth-
ics were brought into question.

Rarely have so many avoidable
problems been created by one man’s
obsession with his own image. Then
again, this is Steve Jobs we’re talk-
ing about.

T
HIS has been quite the week
for Apple shareholders. The
company reported an incred-
ible quarter, with profits up

88 percent, blowing past analysts’ es-
timates. Its stock pushed above $100
a share for the first time ever. (It
closed yesterday at $99.92.) 

And then there was this week’s op-
tions backdating news: The S.E.C.
brought formal charges against Ap-
ple’s former general counsel, Nancy
Heinen, and its former chief finan-
cial officer, Fred Anderson.

(Mr. Anderson settled the charges
against him for $3.5 million without
admitting or denying guilt, while Ms.
Heinen’s lawyers vowed to fight the
charges against her.)

These were the two executives the
Apple board has been pointing the
finger at ever since it completed its
internal investigation last fall. 

The S.E.C. seemed to agree: its
body language this week strongly
suggested that it had zero interest in
pursuing Mr. Jobs.

The agency’s position seems to be
that the financial chief and general
counsel are the ones who are sup-
posed to ensure that options are han-
dled correctly, and therefore both
Mr. Jobs and the Apple board are off
the hook.

But almost immediately upon set-
tling the charges, Mr. Anderson
pointed the finger right back at his
old boss.

Mr. Anderson had been involved in
an options grant that Mr. Jobs made
to his executive team in early 2001 —
it was the second big grant under
scrutiny — and he claimed that he
told Mr. Jobs there might have to be
an accounting charge if the options
were not handled correctly.

There is not much doubt that Mr.
Anderson made his statement this
week because he felt unfairly scape-
goated by Apple and Mr. Jobs.

With all the finger-pointing, it is
difficult to parse whether Mr. Ander-
son, a wealthy, widely respected fig-
ure in Silicon Valley, did something
deserving of government sanction.
What is clear, however, is that Mr.
Jobs does not deserve the free ride

he’s been getting from the Apple
board, the company’s investors and
government regulators. 

I am not saying Mr. Jobs commit-
ted a crime. What I am saying is that
it is pretty obvious by now that he
was extremely involved in both of the
options grants that have become
such problems.

So it is hard to see how he doesn’t
deserve his share of the blame for
what happened.

Let’s start with the “executive
team” grant that Mr. Anderson was
involved in. At the time, Mr. Jobs
was under pressure to make large
grants to key executives to keep
them from leaving. (Remember, this
was the tail end of the dot-com bub-
ble.) The board gave him free rein to
hand out options as he saw fit.

The directors approved the grants,
a total of 4.8 million options, which
were set to go into effect on Jan. 2. 

So far, so good. But then Ms. Hei-
nen suggested the date be changed to
later in January to move it past the
company’s MacWorld event. She
didn’t want it to look as if Apple exec-
utives were taking options in antici-
pation of a stock bump. Mr. Jobs
agreed.

At the end of January, after some
back and forth, he chose Jan. 17 as
the new date, according to an e-mail
message Ms. Heinen sent around at
the time.

The board, in turn, approved the
Jan. 17 options on Feb. 7. By then,
though, Apple’s stock price had in-

deed bumped up, by $3.94 more than
the Jan. 17 strike price. Which
meant, of course, the options had
been backdated, and should have
been both expensed and disclosed.
Neither happened.

There are lots of people in Silicon
Valley who strongly believe that this
sequence of events is hardly worth a
parking ticket, much less a big-time
S.E.C. investigation. But the S.E.C.
clearly viewed it as serious enough
to charge Mr. Anderson.

So why not Mr. Jobs? He’s the one
who made the grants in the first
place. He was clearly involved in
choosing the new date — two weeks
after it had come and gone. And as
chairman of the board, he knew — or
should have known — that the grants
weren’t final until Feb. 7.

To conclude that Mr. Anderson,
but not Mr. Jobs, did something
wrong requires some serious mental
gymnastics. 

Now let’s look at the other grant:
the 7.5 million options to Mr. Jobs
himself. This was the case in which
one of Ms. Heinen’s subordinates
drew up fictitious board minutes to
make it appear that the Apple board
had approved the grant in October
when the real date was December.

(The underling says she was in-
structed to do so by her boss, which
Ms. Heinen denies.) Certainly, you
can’t blame Steve Jobs for that.

What you can blame him for is cre-
ating an atmosphere in which these
things could happen in the first place.

Consider, first, Mr. Jobs’s desire to
replace the 20 million options with
the 7.5 million options. What he was
really trying to do was reprice his op-
tions without actually admitting that

— because repricing would entail an
accounting expense. To avoid the ex-
pense, he was supposed to wait six
months and a day after the cancella-
tion of the first package before Apple
gave him the new package. 

But he was Steve Jobs, and he
wasn’t about to go optionless for six
months and a day.

The Apple directors would later
claim that they didn’t want him to go
optionless either — because then he
would have an incentive to drive
down the stock price until he got his
new options package. (Have you ever
heard a nuttier rationale?)

In any case, Mr. Jobs held onto the
20 million options while negotiating
at length for a better vesting sched-
ule for the 7.5 million. If he had ac-
cepted a normal vesting schedule —
he wound up getting a quarter of his
options vested immediately — the is-
sue would have been avoided.

Instead, the negotiations went on
so long that they bumped into a new
fiscal year, causing all kinds of prob-
lems for people like Nancy Heinen.

You get the strong impression that
nobody dared to say no to Mr. Jobs, a
notoriously difficult and abrasive
chief executive. One imagines the
trepidation of the compensation com-
mittee members — or Ms. Heinen —
in telling him that he couldn’t get a
low option price because the stock
had risen during the negotiations.

So instead, they found a date in Oc-
tober that approximated the stock
price in August — and an underling
created phony board minutes.

What is particularly galling is the
double standard. You hear from lots
of sophisticated investors that it
would be terrible if Mr. Jobs were
forced out at Apple. How, they say,
would that help Apple shareholders?

But lots of other chiefs have lost
their jobs because of options back-
dating, and several have even been
indicted. However indispensable he
may be, the notion that Mr. Jobs
can’t be touched because he’s Steve
Jobs is something terribly corrosive.

If the S.E.C. is coming to the view
that options backdating is just a pec-
cadillo, as Silicon Valley has claimed
all along, it should say so. But if it be-
lieves this is serious stuff, then it
shouldn’t be making excuses for
Steve Jobs, as it appears to be doing.

As for Mr. Jobs, as hard as he’s
worked to convey the image of an
above-the-fray visionary, that’s not
quite the reality, is it? I recently
stumbled across this comment from
him, circa 1985: “I’m at a stage
where I don’t have to do things just to
get by. But then I’ve always been
that way, because I’ve never really
cared about money.” 

Yeah, right.

Weighing Jobs’s Role in a Scandal
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A focus on underlings
and a pass for Apple’s
celebrated chief.

By ERIC FERKENHOFF
CHICAGO, April 27 — A former

audit committee member of Holl-
inger International began testifying
Friday in the criminal trial of Con-
rad M. Black, the former chairman,
with prosecutors portraying her as a
talented economist who had been
duped while the defense suggested
she had failed to carry out her finan-
cial duties. 

The witness, Marie-Josee Kravis,
who was a director for more than 10
years, told the federal jury that Mr.
Black and other company officials
skirted corporate and government
oversight, lining their pockets with
millions of dollars in shareholder
cash to finance a lavish lifestyle that
the government said included costly
birthday parties and trips to second
homes.

Ending the sixth week of testimo-
ny in the fraud trial of Mr. Black and
three former colleagues, Ms. Kravis,
the wife of the financier Henry Krav-
is, exhibited the collected personality
and financial know-how that have
landed her on the society circuit and
boards of several top-tier corpora-
tions, including Seagram & Sons, the
Ford Motor Company and the toy
company Hasbro, as well as the Mu-
seum of Modern Art. 

She testified that Mr. Black, 62, F.
David Radler, his former partner,
and other company officials had sold
off and bought companies with spe-
cial clauses that allowed them to
keep small percentages totaling mil-
lions of dollars for themselves. 

In doing so, Ms. Kravis testified,
the officials violated company proto-
col that dictated detailed scrutiny by
the auditing committee she sat on, as
well as board approval. 

Neither occurred in the open fash-

ion it should have, she said.
As questions began to mount about

the sales, Ms. Kravis asked Mr.
Black to be a little more humble, in
his public and private dealings, she
testified, and in return, Mr. Black
sent her an e-mail message in 2003,
before the criminal investigation
was revealed, assuring her that he,
Mr. Radler and others were doing
business both legally and in the in-
terest of the company’s stockhold-
ers.

Ms. Kravis’s testimony came a

day after another audit committee
member, Richard Burt, testified that
he had been misled by company offi-
cials about management’s dealings
at Hollinger. 

Mr. Black and his top lieutenants
are accused in the case, which is be-
ing tried in Federal District Court in
Chicago, of pocketing more $60 mil-
lion in noncompete payments begin-
ning in the mid-1990s. 

The government has said and Ms.
Kravis echoed the charge Friday,
that the money should have belonged
to shareholders of the company.

Ms. Kravis, who studied econom-
ics in Ottawa, served on Canada’s
largest bank, and did economic re-
search for, among others, the Hud-
son Institute, said: “I was not ad-

vised of the transactions.” The trans-
actions, according to testimony,
were approved by an executive com-
mittee consisting of Mr. Black and
Mr. Radler and one other Hollinger
director, Richard Perle.

She said she did not know why the
payments were made by a commit-
tee rather than the full board.

When first told of the accusations,
Ms. Kravis said she thought they
were inadvertent oversights and ap-
plauded Mr. Black and other compa-
ny officials for admitting mistakes.

In opening their cross-examina-
tion against Ms. Kravis on Friday,
defense lawyers exhibited memos
and e-mail messages they say
showed that she should have known
the agreements were not only rou-
tine but were well documented in
company paperwork.

Although she testified that she
must have seen some memos shown
by the defense in evidence calling at-
tention to noncompete clauses at the
heart of the case, she could not ex-
plain why she had not alerted other
board members or government offi-
cials.

Ms. Kravis testified for about four
hours, with the defense just begin-
ning its cross-examination in her fi-
nal 45 minutes on the stand.

Testimony is expected to continue
next week with the various defend-
ants’ lawyers expected to question
Ms. Kravis. 

The former Illinois governor,
James R Thompson, who, along with
Mr. Burt made up the Hollinger audit
committee, is also scheduled to testi-
fy. 

Mr. Radler, the former president
who has since agreed to prison time
and restitution, could testify next
week as well.

Ex-Hollinger Audit Panel Member Testifies

Company officials
paid for luxury living
with shareholders’
money, a witness says.
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NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3951 2727 1005 219
Advances 1752 1217 455 80
Declines 1803 1246 433 124
Unchanged 137 57 75 5
52 Week High 185 120 39 26
52 Week Low 56 45 8 3
Dollar Volume*     14,486 9,036 3,702 1,748

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES
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TREASURY INFLATION BONDS
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Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

General Electric Capital (GE.GKY) 4.250 Sep 2010 Aaa AAA 97.383 97.188 97.320 –0.259 5.126
SLM (SLM.NQ) 5.000 Oct 2013 A2 A 91.412 88.849 91.412 0.801 6.666
Chrysler (DCX.GD) 7.400 Aug 2097 Baa1 BBB 121.500 120.930 121.500 0.500 6.080
Lehman Brothers Hlds (LEH.GZJ) 5.250 Feb 2012 A1 A+ 100.899 99.816 99.816 –0.087 5.291
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 103.005 100.841 100.916 –0.004 6.116
Sprint Capital (FON.GJ) 6.875 Nov 2028 Baa3 BBB 99.500 98.572 99.308 0.558 6.937
General Electric Capital  (GE.HBO) 5.400 Feb 2017 Aaa AAA 100.471 99.713 100.020 –0.285 5.396
General Electric Capital  (GE.HAZ) 5.250 Oct 2009 Aaa AAA 100.642 100.414 100.414 –0.173 5.070
Bank Of America  (BAC.GWI) 5.300 Mar 2017 Aa1 –– 98.737 98.400 98.400 –0.182 5.511
Sprint Capital (FON.HK) 8.750 Mar 2032 Baa3 BBB 117.573 116.911 117.064 –0.755 7.257

HIGH YIELD

Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 58.000 54.125 54.562 –6.438 15.650
Ford Motor Credit (F.GLY) 5.700 Jan 2010 B1 B 98.250 96.250 98.250 1.550 6.411
Ford Motor Credit Co (F.GSG) 8.000 Dec 2016 B1 B 99.795 97.688 98.000 –1.250 8.304
Tembec Industries (TBC.GB) 8.625 Jun 2009 Ca CCC– 67.844 62.938 67.500 3.813 30.109
General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 108.000 105.239 107.750 –0.250 7.315
Delta Air Lines (DAL.GI) 7.900 Dec 2009 –– –– 55.500 53.875 54.170 –3.955 N.A.
Tembec Industries (TBC.GC) 8.500 Feb 2011 Ca CCC– 59.000 57.000 59.000 1.375 26.341
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 83.000 78.594 80.250 0.250 9.555
Pioneer Natural Resources Co (PXD.GG) 6.650 Mar 2017 Ba1 BB+ 98.108 97.800 97.857 –2.069 6.952
Northwest Airlines (NWAC.HJ) 10.000 Feb 2009 –– D 84.000 77.938 77.938 –4.313 N.A.

CONVERTIBLES

Omnicare (OCR.GG) 3.250 Dec 2035 B2 BB+ 86.250 82.000 86.250 –2.077 4.067
Sandisk  (SNDK.GC) 1.000 May 2013 –– BB– 87.794 85.934 86.118 –1.263 3.577
Amazon.Com (AMZN.GC) 4.750 Feb 2009 Ba3 B 100.438 99.750 100.313 0.063 4.558
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 97.563 96.930 97.563 0.483 1.566
Amgen (AMGN.GN) 0.375 Feb 2013 A2 –– 95.000 94.609 94.820 0.467 1.314
Tyco Intl Gp Sa (TYC.OH) 3.125 Jan 2023 Baa3 BBB+ 155.652 149.258 155.151 6.151 N.A.
Symantec  (SYMC.GF) 1.000 Jun 2013 –– –– 109.250 108.248 108.444 –0.181 –0.365
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 108.750 106.000 106.750 –1.375 –0.856
Transocean Sedco Forex (RIG.GN) 1.500 May 2021 Baa1 A– 124.758 124.033 124.758 4.258 –0.234
Yellow (YELL.GG) 5.000 Aug 2023 Ba1 BBB– 132.355 131.652 131.652 –4.339 –3.941
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HIGH YIELD: +7.91%

INVESTMENT GRADE: +5.73%

ASIA/PACIFIC
Australia (Dollar) .8302 .8266 1.2045 1.2097
China (Yuan) .1295 .1294 7.7226 7.7274
Hong Kong (Dollar) .1278 .1279 7.8219 7.8211
India (Rupee) .0245 .0246 40.805 40.675
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008358 .008359 119.65 119.63
Malaysia (Ringgit) .2924 .2924 3.4205 3.4205
New Zealand (Dollar) .7422 .7396 1.3473 1.3520
Pakistan (Rupee) .0165 .0165 60.75 60.73
Philippines (Peso) .0211 .0211 47.47 47.47

EUROPE
Britain (Pound) 1.9970 1.9910 .5007 .5022
Czech Rep (Koruna) .0485 .0484 20.64 20.65
Denmark (Krone) .1831 .1825 5.4610 5.4780
Europe (Euro) 1.3643 1.3601 .7330 .7353
Hungary (Forint) .0056 .0055 179.99 180.90
Norway (Krone) .1679 .1673 5.9558 5.9766
Poland (Zloty) .3620 .3603 2.76 2.78
Russia (Ruble) .0389 .0389 25.7036 25.7367
Slovak Rep (Koruna) .0405 .0405 24.67 24.69
Sweden (Krona) .1494 .1485 6.6956 6.7339
Switzerland (Franc) .8287 .8278 1.2068 1.2079
Turkey (Lira) .7485 .7506 1.3360 1.3323

Canada (Dollar) .8964 .8924 1.1156 1.1205
Dominican Rep (Peso) .0307 .0307 32.55 32.55
Mexico (Peso) .091639 .091512 10.9124 10.9275

Bahrain (Dinar) 2.6520 2.6525 .3771 .3770
Egypt (Pound) .1761 .1760 5.6799 5.6806
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2489 .2487 4.0178 4.0217
Jordan (Dinar) 1.4098 1.4085 .7093 .7100
Kenya (Shilling) .0146 .0146 68.30 68.30
Kuwait (Dinar) 3.4554 3.4584 .2894 .2891
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2667 .2667 3.7495 3.7488
So. Africa (Rand) .1425 .1433 7.0175 6.9786

MIDDLE EAST/AFRICA

Singapore (Dollar) .6589 .6597 1.5176 1.5157
So. Korea (Won) .001076 .001077 929.37 928.51
Taiwan (Dollar) .0300 .0300 33.30 33.32
Thailand (Baht) .03056 .03089 32.72 32.38
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3236 .3238 3.0900 3.0880
Bolivia (Boliviano) .1251 .1251 7.9946 7.9946
Brazil (Real) .4927 .4932 2.0295 2.0274
Chile (Peso) .001898 .001895 526.87 527.70
Colombia (Peso) .000474 .000472 2111.50 2116.50
Paraguay (Guarani) .000199 .000199 5025.13 5025.13
Peru (New Sol) .3120 .3136 3.205 3.189
Uruguay (New Peso) .0417 .0418 23.9751 23.9498

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 63.50 48.70 Jul 07 50.15 50.35 49.30 50.00 + .01 132,289
Lumber CME $/1,000 bd. ft. 323.6 246.3 Jul 07 251.4 251.6 249.4 250.2 ◊ 1.2 5,345

Cocoa NYBOT $/ton 2014 1481 Jul 07 1819 1840 1810 1822 ◊ 1 71,790
Coffee NYBOT ¢/lb 135.80 105.90 Jul 07 106.30 107.90 105.90 107.00 + .25 92,431
Sugar-World NYBOT ¢/lb 18.90 9.12 Jul 07 9.30 9.36 9.12 9.20 ◊ .16 399,505
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07    20.92  * 3,348
Orange Juice NYBOT ¢/lb 203.00 145.55 Jul 07 152.25 155.25 152.25 155.10 + 2.10 14,560

Live Cattle CME ¢/lb 99.82 77.80 Jun 07 92.85 93.35 92.52 93.27 + .57 138,042
Feeder Cattle CME ¢/lb 114.00 95.60 Aug 07 110.97 111.75 110.65 111.47 + .50 12,757
Hogs-Lean CME ¢/lb 79.05 60.00 Jun 07 75.35 75.75 74.20 74.57 ◊ .60 84,057
Pork Bellies CME ¢/lb 110.00 88.00 Jul 07 104.75 105.00 102.55 102.90 ◊ 2.00 778

Corn CBT ¢/bushel 393 355 Jul 07 370} 376ø 367ü 373} ◊ 1ø 486,464
Soybeans CBT ¢/bushel 801} 725ø Jul 07 737} 742 733ø 738ø + 3ø 226,679
Soybean Meal CBT $/ton 224.80 196.50 Jul 07 198.10 200.60 197.80 198.20 ◊ 1.80 88,172
Soybean Oil CBT ¢/lb 33.88 31.58 Jul 07 33.45 33.61 32.70 33.45 + .70 174,954
Wheat CBT ¢/bushel 532 433 Jul 07 511ü 520ü 506ü 512ø ◊ 8ø 223,341
Winter Wheat KC ¢/bushel 527 380 Jul 07 501ø 503 497 501} ◊ 2ü 80,564
Oats CBT ¢/bushel 289} 256 Jul 07 266 269ø 265ü 269ø + 4ø 7,046
Rough Rice CBT $/CWT 10.700 10.065 Jul 07 10.290 10.320 10.240 10.315 + .055 5,574

METALS AND ENERGY
Gold CMX $/troy oz. 777.00 465.00 Jun 07 682.70 684.90 673.80 681.80 + 3.80 239,330
Silver CMX ¢/troy oz. 1505.0 990.0 Jul 07 1359.5 1369.0 1336.5 1357.5 + 12.0 64,401
Platinum NYM $/troy oz. 1345.00 1090.00 Jul 07 1294.10 1304.00 1276.10 1293.00 ◊ 10.60 14,416
Palladium NYM $/oz. 402.75 293.00 Jun 07 374.50 376.00 368.00 374.45 + 1.05 18,039
Hi Grade Copper CMX ¢/lb 369.70 167.50 Jul 07 354.20 356.00 345.60 353.25 + 2.35 53,827

Light Sweet Crude NYM $/bbl. 88.70 52.73 Jun 07 66.13 66.70 64.58 66.46 + 1.40 322,863
Gas Blend NYM  2.3750 1.5805 Jun 07 2.2399 2.2650 2.1905 2.2598 + .0509 63,913
Heating Oil NYM ¢/gal 222.75 124.50 Jun 07 191.00 192.00 186.88 191.27 + 2.34 67,049
Natural Gas NYM $/mm btu 10.200 6.521 Jun 07 7.860 7.897 7.535 7.831 + .229 98,647
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Jul 07 — — 4.80 4.79 ◊ 0.01 4.91
Oct 07 — — 4.83 4.82 ◊ 0.01 5.01

Apr 12 2 1002.13 99-14 99-15 +0-01 2.11
Jan 17 2Å 1008.38 101-04 101-05 +0-01 2.24
Jan 27 2Å 1008.38 100-01 100-02 ◊0-03 2.37
Apr 32 3Å 1145.66 120-22 120-23 ◊0-04 2.28

Apr 09 4ø — 99.22 99.23  * 4.64
Apr 12 4ø — 99.19 99.20  * 4.58
Feb 17 4œ — 99.14 99.15 ◊ 0.03 4.69
Feb 37 4} — 97.29 97.30 ◊ 0.08 4.88
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HIGH YIELD: +15.92%

INVESTMENT GRADE: +6.99%

%+15

–5

’02 ’07

Construction Spending
Change from
previous year

Feb. ’07 %–2.4
Jan. ’07 –2.3

%+6

–4

’02 ’07

Personal Savings Rate
Percent of
disposable income

Feb. ’07 %–1.2
Jan. ’07 –1.2

–30

–70

’02 ’07

Balance of Trade
In billions of dollars
Seasonally adjusted

Feb. ’07 –58.4
Jan. ’07 –58.9

8

3

’02 ’07

Housing Supply
In months

March ’07 7.3
Feb. ’07 6.8

65

45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

March ’07 50.9
Feb. ’07 52.3

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 5.25 4.75% %

Prime rate 8.25 7.75

15-yr fixed 5.50 5.78

15-yr fixed jumbo 5.76 5.99

30-yr fixed 5.77 6.13

30-yr fixed jumbo 6.10 6.36

5/1 adj. rate 5.52 5.78

5/1 adj. rate jumbo 5.74 5.88

1-year adj. rate 5.59 5.24

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.07 6.69% %

$75K line (excellent credit*) 6.75 5.97

$75K loan (good credit*) 7.70 7.61

$75K loan (excellent credit*) 7.49 7.43

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.44 7.50% %

60-mo. new car 6.97 6.71

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.67 3.10% %

$10K min. money-market 4.03 3.35

6-month CD 4.59 4.23

1-year CD 4.80 4.64

2-year CD 4.75 4.63

5-year IRA CD 4.48 4.71

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1303 .1303 7.6724 7.6724
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0547 .0547 18.28 18.28

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

he felt it wasn’t worth the bad press
to hold onto them. 

Did that mean that Mr. Jobs was
willing to go back to his $1 a year sal-
ary? Hardly. At the same time, he

and the board began nego-
tiating a new package: 7.5
million stock options this
time, at a price of $17.83.

Those options were
agreed to by the board in
August 2001, barely two

months after the Fortune article, but
the final negotiations with Mr. Jobs
weren’t completed until mid-Decem-
ber. 

And although those options also
never paid off for him, and were fi-
nally replaced in 2003 by a huge re-
stricted stock grant, they had enor-
mous consequences. They were one
of two big options grants that ulti-
mately embroiled Apple and its lead-
er in the backdating scandal.

Among other things, an Apple un-
derling created fictitious board min-
utes, two of Mr. Jobs’s closest associ-
ates were forced out of the company
and faced charges brought by the Se-
curities and Exchange Commission,
and Mr. Jobs’s own actions and eth-
ics were brought into question.

Rarely have so many avoidable
problems been created by one man’s
obsession with his own image. Then
again, this is Steve Jobs we’re talk-
ing about.

T
HIS has been quite the week
for Apple shareholders. The
company reported an incred-
ible quarter, with profits up

88 percent, blowing past analysts’ es-
timates. Its stock pushed above $100
a share for the first time ever. (It
closed yesterday at $99.92.) 

And then there was this week’s op-
tions backdating news: The S.E.C.
brought formal charges against Ap-
ple’s former general counsel, Nancy
Heinen, and its former chief finan-
cial officer, Fred Anderson.

(Mr. Anderson settled the charges
against him for $3.5 million without
admitting or denying guilt, while Ms.
Heinen’s lawyers vowed to fight the
charges against her.)

These were the two executives the
Apple board has been pointing the
finger at ever since it completed its
internal investigation last fall. 

The S.E.C. seemed to agree: its
body language this week strongly
suggested that it had zero interest in
pursuing Mr. Jobs.

The agency’s position seems to be
that the financial chief and general
counsel are the ones who are sup-
posed to ensure that options are han-
dled correctly, and therefore both
Mr. Jobs and the Apple board are off
the hook.

But almost immediately upon set-
tling the charges, Mr. Anderson
pointed the finger right back at his
old boss.

Mr. Anderson had been involved in
an options grant that Mr. Jobs made
to his executive team in early 2001 —
it was the second big grant under
scrutiny — and he claimed that he
told Mr. Jobs there might have to be
an accounting charge if the options
were not handled correctly.

There is not much doubt that Mr.
Anderson made his statement this
week because he felt unfairly scape-
goated by Apple and Mr. Jobs.

With all the finger-pointing, it is
difficult to parse whether Mr. Ander-
son, a wealthy, widely respected fig-
ure in Silicon Valley, did something
deserving of government sanction.
What is clear, however, is that Mr.
Jobs does not deserve the free ride

he’s been getting from the Apple
board, the company’s investors and
government regulators. 

I am not saying Mr. Jobs commit-
ted a crime. What I am saying is that
it is pretty obvious by now that he
was extremely involved in both of the
options grants that have become
such problems.

So it is hard to see how he doesn’t
deserve his share of the blame for
what happened.

Let’s start with the “executive
team” grant that Mr. Anderson was
involved in. At the time, Mr. Jobs
was under pressure to make large
grants to key executives to keep
them from leaving. (Remember, this
was the tail end of the dot-com bub-
ble.) The board gave him free rein to
hand out options as he saw fit.

The directors approved the grants,
a total of 4.8 million options, which
were set to go into effect on Jan. 2. 

So far, so good. But then Ms. Hei-
nen suggested the date be changed to
later in January to move it past the
company’s MacWorld event. She
didn’t want it to look as if Apple exec-
utives were taking options in antici-
pation of a stock bump. Mr. Jobs
agreed.

At the end of January, after some
back and forth, he chose Jan. 17 as
the new date, according to an e-mail
message Ms. Heinen sent around at
the time.

The board, in turn, approved the
Jan. 17 options on Feb. 7. By then,
though, Apple’s stock price had in-

deed bumped up, by $3.94 more than
the Jan. 17 strike price. Which
meant, of course, the options had
been backdated, and should have
been both expensed and disclosed.
Neither happened.

There are lots of people in Silicon
Valley who strongly believe that this
sequence of events is hardly worth a
parking ticket, much less a big-time
S.E.C. investigation. But the S.E.C.
clearly viewed it as serious enough
to charge Mr. Anderson.

So why not Mr. Jobs? He’s the one
who made the grants in the first
place. He was clearly involved in
choosing the new date — two weeks
after it had come and gone. And as
chairman of the board, he knew — or
should have known — that the grants
weren’t final until Feb. 7.

To conclude that Mr. Anderson,
but not Mr. Jobs, did something
wrong requires some serious mental
gymnastics. 

Now let’s look at the other grant:
the 7.5 million options to Mr. Jobs
himself. This was the case in which
one of Ms. Heinen’s subordinates
drew up fictitious board minutes to
make it appear that the Apple board
had approved the grant in October
when the real date was December.

(The underling says she was in-
structed to do so by her boss, which
Ms. Heinen denies.) Certainly, you
can’t blame Steve Jobs for that.

What you can blame him for is cre-
ating an atmosphere in which these
things could happen in the first place.

Consider, first, Mr. Jobs’s desire to
replace the 20 million options with
the 7.5 million options. What he was
really trying to do was reprice his op-
tions without actually admitting that

— because repricing would entail an
accounting expense. To avoid the ex-
pense, he was supposed to wait six
months and a day after the cancella-
tion of the first package before Apple
gave him the new package. 

But he was Steve Jobs, and he
wasn’t about to go optionless for six
months and a day.

The Apple directors would later
claim that they didn’t want him to go
optionless either — because then he
would have an incentive to drive
down the stock price until he got his
new options package. (Have you ever
heard a nuttier rationale?)

In any case, Mr. Jobs held onto the
20 million options while negotiating
at length for a better vesting sched-
ule for the 7.5 million. If he had ac-
cepted a normal vesting schedule —
he wound up getting a quarter of his
options vested immediately — the is-
sue would have been avoided.

Instead, the negotiations went on
so long that they bumped into a new
fiscal year, causing all kinds of prob-
lems for people like Nancy Heinen.

You get the strong impression that
nobody dared to say no to Mr. Jobs, a
notoriously difficult and abrasive
chief executive. One imagines the
trepidation of the compensation com-
mittee members — or Ms. Heinen —
in telling him that he couldn’t get a
low option price because the stock
had risen during the negotiations.

So instead, they found a date in Oc-
tober that approximated the stock
price in August — and an underling
created phony board minutes.

What is particularly galling is the
double standard. You hear from lots
of sophisticated investors that it
would be terrible if Mr. Jobs were
forced out at Apple. How, they say,
would that help Apple shareholders?

But lots of other chiefs have lost
their jobs because of options back-
dating, and several have even been
indicted. However indispensable he
may be, the notion that Mr. Jobs
can’t be touched because he’s Steve
Jobs is something terribly corrosive.

If the S.E.C. is coming to the view
that options backdating is just a pec-
cadillo, as Silicon Valley has claimed
all along, it should say so. But if it be-
lieves this is serious stuff, then it
shouldn’t be making excuses for
Steve Jobs, as it appears to be doing.

As for Mr. Jobs, as hard as he’s
worked to convey the image of an
above-the-fray visionary, that’s not
quite the reality, is it? I recently
stumbled across this comment from
him, circa 1985: “I’m at a stage
where I don’t have to do things just to
get by. But then I’ve always been
that way, because I’ve never really
cared about money.” 

Yeah, right.

Weighing Jobs’s Role in a Scandal

JOE
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A focus on underlings
and a pass for Apple’s
celebrated chief.

By ERIC FERKENHOFF
CHICAGO, April 27 — A former

audit committee member of Holl-
inger International began testifying
Friday in the criminal trial of Con-
rad M. Black, the former chairman,
with prosecutors portraying her as a
talented economist who had been
duped while the defense suggested
she had failed to carry out her finan-
cial duties. 

The witness, Marie-Josee Kravis,
who was a director for more than 10
years, told the federal jury that Mr.
Black and other company officials
skirted corporate and government
oversight, lining their pockets with
millions of dollars in shareholder
cash to finance a lavish lifestyle that
the government said included costly
birthday parties and trips to second
homes.

Ending the sixth week of testimo-
ny in the fraud trial of Mr. Black and
three former colleagues, Ms. Kravis,
the wife of the financier Henry Krav-
is, exhibited the collected personality
and financial know-how that have
landed her on the society circuit and
boards of several top-tier corpora-
tions, including Seagram & Sons, the
Ford Motor Company and the toy
company Hasbro, as well as the Mu-
seum of Modern Art. 

She testified that Mr. Black, 62, F.
David Radler, his former partner,
and other company officials had sold
off and bought companies with spe-
cial clauses that allowed them to
keep small percentages totaling mil-
lions of dollars for themselves. 

In doing so, Ms. Kravis testified,
the officials violated company proto-
col that dictated detailed scrutiny by
the auditing committee she sat on, as
well as board approval. 

Neither occurred in the open fash-

ion it should have, she said.
As questions began to mount about

the sales, Ms. Kravis asked Mr.
Black to be a little more humble, in
his public and private dealings, she
testified, and in return, Mr. Black
sent her an e-mail message in 2003,
before the criminal investigation
was revealed, assuring her that he,
Mr. Radler and others were doing
business both legally and in the in-
terest of the company’s stockhold-
ers.

Ms. Kravis’s testimony came a

day after another audit committee
member, Richard Burt, testified that
he had been misled by company offi-
cials about management’s dealings
at Hollinger. 

Mr. Black and his top lieutenants
are accused in the case, which is be-
ing tried in Federal District Court in
Chicago, of pocketing more $60 mil-
lion in noncompete payments begin-
ning in the mid-1990s. 

The government has said and Ms.
Kravis echoed the charge Friday,
that the money should have belonged
to shareholders of the company.

Ms. Kravis, who studied econom-
ics in Ottawa, served on Canada’s
largest bank, and did economic re-
search for, among others, the Hud-
son Institute, said: “I was not ad-

vised of the transactions.” The trans-
actions, according to testimony,
were approved by an executive com-
mittee consisting of Mr. Black and
Mr. Radler and one other Hollinger
director, Richard Perle.

She said she did not know why the
payments were made by a commit-
tee rather than the full board.

When first told of the accusations,
Ms. Kravis said she thought they
were inadvertent oversights and ap-
plauded Mr. Black and other compa-
ny officials for admitting mistakes.

In opening their cross-examina-
tion against Ms. Kravis on Friday,
defense lawyers exhibited memos
and e-mail messages they say
showed that she should have known
the agreements were not only rou-
tine but were well documented in
company paperwork.

Although she testified that she
must have seen some memos shown
by the defense in evidence calling at-
tention to noncompete clauses at the
heart of the case, she could not ex-
plain why she had not alerted other
board members or government offi-
cials.

Ms. Kravis testified for about four
hours, with the defense just begin-
ning its cross-examination in her fi-
nal 45 minutes on the stand.

Testimony is expected to continue
next week with the various defend-
ants’ lawyers expected to question
Ms. Kravis. 

The former Illinois governor,
James R Thompson, who, along with
Mr. Burt made up the Hollinger audit
committee, is also scheduled to testi-
fy. 

Mr. Radler, the former president
who has since agreed to prison time
and restitution, could testify next
week as well.

Ex-Hollinger Audit Panel Member Testifies

Company officials
paid for luxury living
with shareholders’
money, a witness says.
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NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3951 2727 1005 219
Advances 1752 1217 455 80
Declines 1803 1246 433 124
Unchanged 137 57 75 5
52 Week High 185 120 39 26
52 Week Low 56 45 8 3
Dollar Volume*     14,486 9,036 3,702 1,748

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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MARKET GAUGES

 Foreign Currency Dollars in
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Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

General Electric Capital (GE.GKY) 4.250 Sep 2010 Aaa AAA 97.383 97.188 97.320 –0.259 5.126
SLM (SLM.NQ) 5.000 Oct 2013 A2 A 91.412 88.849 91.412 0.801 6.666
Chrysler (DCX.GD) 7.400 Aug 2097 Baa1 BBB 121.500 120.930 121.500 0.500 6.080
Lehman Brothers Hlds (LEH.GZJ) 5.250 Feb 2012 A1 A+ 100.899 99.816 99.816 –0.087 5.291
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 103.005 100.841 100.916 –0.004 6.116
Sprint Capital (FON.GJ) 6.875 Nov 2028 Baa3 BBB 99.500 98.572 99.308 0.558 6.937
General Electric Capital  (GE.HBO) 5.400 Feb 2017 Aaa AAA 100.471 99.713 100.020 –0.285 5.396
General Electric Capital  (GE.HAZ) 5.250 Oct 2009 Aaa AAA 100.642 100.414 100.414 –0.173 5.070
Bank Of America  (BAC.GWI) 5.300 Mar 2017 Aa1 –– 98.737 98.400 98.400 –0.182 5.511
Sprint Capital (FON.HK) 8.750 Mar 2032 Baa3 BBB 117.573 116.911 117.064 –0.755 7.257

HIGH YIELD

Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 58.000 54.125 54.562 –6.438 15.650
Ford Motor Credit (F.GLY) 5.700 Jan 2010 B1 B 98.250 96.250 98.250 1.550 6.411
Ford Motor Credit Co (F.GSG) 8.000 Dec 2016 B1 B 99.795 97.688 98.000 –1.250 8.304
Tembec Industries (TBC.GB) 8.625 Jun 2009 Ca CCC– 67.844 62.938 67.500 3.813 30.109
General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 108.000 105.239 107.750 –0.250 7.315
Delta Air Lines (DAL.GI) 7.900 Dec 2009 –– –– 55.500 53.875 54.170 –3.955 N.A.
Tembec Industries (TBC.GC) 8.500 Feb 2011 Ca CCC– 59.000 57.000 59.000 1.375 26.341
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 83.000 78.594 80.250 0.250 9.555
Pioneer Natural Resources Co (PXD.GG) 6.650 Mar 2017 Ba1 BB+ 98.108 97.800 97.857 –2.069 6.952
Northwest Airlines (NWAC.HJ) 10.000 Feb 2009 –– D 84.000 77.938 77.938 –4.313 N.A.

CONVERTIBLES

Omnicare (OCR.GG) 3.250 Dec 2035 B2 BB+ 86.250 82.000 86.250 –2.077 4.067
Sandisk  (SNDK.GC) 1.000 May 2013 –– BB– 87.794 85.934 86.118 –1.263 3.577
Amazon.Com (AMZN.GC) 4.750 Feb 2009 Ba3 B 100.438 99.750 100.313 0.063 4.558
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 97.563 96.930 97.563 0.483 1.566
Amgen (AMGN.GN) 0.375 Feb 2013 A2 –– 95.000 94.609 94.820 0.467 1.314
Tyco Intl Gp Sa (TYC.OH) 3.125 Jan 2023 Baa3 BBB+ 155.652 149.258 155.151 6.151 N.A.
Symantec  (SYMC.GF) 1.000 Jun 2013 –– –– 109.250 108.248 108.444 –0.181 –0.365
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 108.750 106.000 106.750 –1.375 –0.856
Transocean Sedco Forex (RIG.GN) 1.500 May 2021 Baa1 A– 124.758 124.033 124.758 4.258 –0.234
Yellow (YELL.GG) 5.000 Aug 2023 Ba1 BBB– 132.355 131.652 131.652 –4.339 –3.941
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NASD-BLOOMBERG CORP. BOND INDEXES

HIGH YIELD: +7.91%

INVESTMENT GRADE: +5.73%

ASIA/PACIFIC
Australia (Dollar) .8302 .8266 1.2045 1.2097
China (Yuan) .1295 .1294 7.7226 7.7274
Hong Kong (Dollar) .1278 .1279 7.8219 7.8211
India (Rupee) .0245 .0246 40.805 40.675
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008358 .008359 119.65 119.63
Malaysia (Ringgit) .2924 .2924 3.4205 3.4205
New Zealand (Dollar) .7422 .7396 1.3473 1.3520
Pakistan (Rupee) .0165 .0165 60.75 60.73
Philippines (Peso) .0211 .0211 47.47 47.47

EUROPE
Britain (Pound) 1.9970 1.9910 .5007 .5022
Czech Rep (Koruna) .0485 .0484 20.64 20.65
Denmark (Krone) .1831 .1825 5.4610 5.4780
Europe (Euro) 1.3643 1.3601 .7330 .7353
Hungary (Forint) .0056 .0055 179.99 180.90
Norway (Krone) .1679 .1673 5.9558 5.9766
Poland (Zloty) .3620 .3603 2.76 2.78
Russia (Ruble) .0389 .0389 25.7036 25.7367
Slovak Rep (Koruna) .0405 .0405 24.67 24.69
Sweden (Krona) .1494 .1485 6.6956 6.7339
Switzerland (Franc) .8287 .8278 1.2068 1.2079
Turkey (Lira) .7485 .7506 1.3360 1.3323

Canada (Dollar) .8964 .8924 1.1156 1.1205
Dominican Rep (Peso) .0307 .0307 32.55 32.55
Mexico (Peso) .091639 .091512 10.9124 10.9275

Bahrain (Dinar) 2.6520 2.6525 .3771 .3770
Egypt (Pound) .1761 .1760 5.6799 5.6806
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2489 .2487 4.0178 4.0217
Jordan (Dinar) 1.4098 1.4085 .7093 .7100
Kenya (Shilling) .0146 .0146 68.30 68.30
Kuwait (Dinar) 3.4554 3.4584 .2894 .2891
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2667 .2667 3.7495 3.7488
So. Africa (Rand) .1425 .1433 7.0175 6.9786

MIDDLE EAST/AFRICA

Singapore (Dollar) .6589 .6597 1.5176 1.5157
So. Korea (Won) .001076 .001077 929.37 928.51
Taiwan (Dollar) .0300 .0300 33.30 33.32
Thailand (Baht) .03056 .03089 32.72 32.38
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3236 .3238 3.0900 3.0880
Bolivia (Boliviano) .1251 .1251 7.9946 7.9946
Brazil (Real) .4927 .4932 2.0295 2.0274
Chile (Peso) .001898 .001895 526.87 527.70
Colombia (Peso) .000474 .000472 2111.50 2116.50
Paraguay (Guarani) .000199 .000199 5025.13 5025.13
Peru (New Sol) .3120 .3136 3.205 3.189
Uruguay (New Peso) .0417 .0418 23.9751 23.9498

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 63.50 48.70 Jul 07 50.15 50.35 49.30 50.00 + .01 132,289
Lumber CME $/1,000 bd. ft. 323.6 246.3 Jul 07 251.4 251.6 249.4 250.2 ◊ 1.2 5,345

Cocoa NYBOT $/ton 2014 1481 Jul 07 1819 1840 1810 1822 ◊ 1 71,790
Coffee NYBOT ¢/lb 135.80 105.90 Jul 07 106.30 107.90 105.90 107.00 + .25 92,431
Sugar-World NYBOT ¢/lb 18.90 9.12 Jul 07 9.30 9.36 9.12 9.20 ◊ .16 399,505
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07    20.92  * 3,348
Orange Juice NYBOT ¢/lb 203.00 145.55 Jul 07 152.25 155.25 152.25 155.10 + 2.10 14,560

Live Cattle CME ¢/lb 99.82 77.80 Jun 07 92.85 93.35 92.52 93.27 + .57 138,042
Feeder Cattle CME ¢/lb 114.00 95.60 Aug 07 110.97 111.75 110.65 111.47 + .50 12,757
Hogs-Lean CME ¢/lb 79.05 60.00 Jun 07 75.35 75.75 74.20 74.57 ◊ .60 84,057
Pork Bellies CME ¢/lb 110.00 88.00 Jul 07 104.75 105.00 102.55 102.90 ◊ 2.00 778

Corn CBT ¢/bushel 393 355 Jul 07 370} 376ø 367ü 373} ◊ 1ø 486,464
Soybeans CBT ¢/bushel 801} 725ø Jul 07 737} 742 733ø 738ø + 3ø 226,679
Soybean Meal CBT $/ton 224.80 196.50 Jul 07 198.10 200.60 197.80 198.20 ◊ 1.80 88,172
Soybean Oil CBT ¢/lb 33.88 31.58 Jul 07 33.45 33.61 32.70 33.45 + .70 174,954
Wheat CBT ¢/bushel 532 433 Jul 07 511ü 520ü 506ü 512ø ◊ 8ø 223,341
Winter Wheat KC ¢/bushel 527 380 Jul 07 501ø 503 497 501} ◊ 2ü 80,564
Oats CBT ¢/bushel 289} 256 Jul 07 266 269ø 265ü 269ø + 4ø 7,046
Rough Rice CBT $/CWT 10.700 10.065 Jul 07 10.290 10.320 10.240 10.315 + .055 5,574

METALS AND ENERGY
Gold CMX $/troy oz. 777.00 465.00 Jun 07 682.70 684.90 673.80 681.80 + 3.80 239,330
Silver CMX ¢/troy oz. 1505.0 990.0 Jul 07 1359.5 1369.0 1336.5 1357.5 + 12.0 64,401
Platinum NYM $/troy oz. 1345.00 1090.00 Jul 07 1294.10 1304.00 1276.10 1293.00 ◊ 10.60 14,416
Palladium NYM $/oz. 402.75 293.00 Jun 07 374.50 376.00 368.00 374.45 + 1.05 18,039
Hi Grade Copper CMX ¢/lb 369.70 167.50 Jul 07 354.20 356.00 345.60 353.25 + 2.35 53,827

Light Sweet Crude NYM $/bbl. 88.70 52.73 Jun 07 66.13 66.70 64.58 66.46 + 1.40 322,863
Gas Blend NYM  2.3750 1.5805 Jun 07 2.2399 2.2650 2.1905 2.2598 + .0509 63,913
Heating Oil NYM ¢/gal 222.75 124.50 Jun 07 191.00 192.00 186.88 191.27 + 2.34 67,049
Natural Gas NYM $/mm btu 10.200 6.521 Jun 07 7.860 7.897 7.535 7.831 + .229 98,647
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Jul 07 — — 4.80 4.79 ◊ 0.01 4.91
Oct 07 — — 4.83 4.82 ◊ 0.01 5.01

Apr 12 2 1002.13 99-14 99-15 +0-01 2.11
Jan 17 2Å 1008.38 101-04 101-05 +0-01 2.24
Jan 27 2Å 1008.38 100-01 100-02 ◊0-03 2.37
Apr 32 3Å 1145.66 120-22 120-23 ◊0-04 2.28

Apr 09 4ø — 99.22 99.23  * 4.64
Apr 12 4ø — 99.19 99.20  * 4.58
Feb 17 4œ — 99.14 99.15 ◊ 0.03 4.69
Feb 37 4} — 97.29 97.30 ◊ 0.08 4.88
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HIGH YIELD: +15.92%

INVESTMENT GRADE: +6.99%
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’02 ’07

Construction Spending
Change from
previous year

Feb. ’07 %–2.4
Jan. ’07 –2.3
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Personal Savings Rate
Percent of
disposable income

Feb. ’07 %–1.2
Jan. ’07 –1.2
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Balance of Trade
In billions of dollars
Seasonally adjusted

Feb. ’07 –58.4
Jan. ’07 –58.9
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’02 ’07

Housing Supply
In months

March ’07 7.3
Feb. ’07 6.8
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’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

March ’07 50.9
Feb. ’07 52.3

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com
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Federal funds 5.25 4.75% %

Prime rate 8.25 7.75

15-yr fixed 5.50 5.78

15-yr fixed jumbo 5.76 5.99

30-yr fixed 5.77 6.13

30-yr fixed jumbo 6.10 6.36

5/1 adj. rate 5.52 5.78

5/1 adj. rate jumbo 5.74 5.88

1-year adj. rate 5.59 5.24

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.07 6.69% %

$75K line (excellent credit*) 6.75 5.97

$75K loan (good credit*) 7.70 7.61

$75K loan (excellent credit*) 7.49 7.43

Home Equity
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36-mo. used car 7.44 7.50% %

60-mo. new car 6.97 6.71

Auto Loan Rates
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Money-market 3.67 3.10% %

$10K min. money-market 4.03 3.35

6-month CD 4.59 4.23

1-year CD 4.80 4.64

2-year CD 4.75 4.63

5-year IRA CD 4.48 4.71

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1303 .1303 7.6724 7.6724
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0547 .0547 18.28 18.28

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

he felt it wasn’t worth the bad press
to hold onto them. 

Did that mean that Mr. Jobs was
willing to go back to his $1 a year sal-
ary? Hardly. At the same time, he

and the board began nego-
tiating a new package: 7.5
million stock options this
time, at a price of $17.83.

Those options were
agreed to by the board in
August 2001, barely two

months after the Fortune article, but
the final negotiations with Mr. Jobs
weren’t completed until mid-Decem-
ber. 

And although those options also
never paid off for him, and were fi-
nally replaced in 2003 by a huge re-
stricted stock grant, they had enor-
mous consequences. They were one
of two big options grants that ulti-
mately embroiled Apple and its lead-
er in the backdating scandal.

Among other things, an Apple un-
derling created fictitious board min-
utes, two of Mr. Jobs’s closest associ-
ates were forced out of the company
and faced charges brought by the Se-
curities and Exchange Commission,
and Mr. Jobs’s own actions and eth-
ics were brought into question.

Rarely have so many avoidable
problems been created by one man’s
obsession with his own image. Then
again, this is Steve Jobs we’re talk-
ing about.

T
HIS has been quite the week
for Apple shareholders. The
company reported an incred-
ible quarter, with profits up

88 percent, blowing past analysts’ es-
timates. Its stock pushed above $100
a share for the first time ever. (It
closed yesterday at $99.92.) 

And then there was this week’s op-
tions backdating news: The S.E.C.
brought formal charges against Ap-
ple’s former general counsel, Nancy
Heinen, and its former chief finan-
cial officer, Fred Anderson.

(Mr. Anderson settled the charges
against him for $3.5 million without
admitting or denying guilt, while Ms.
Heinen’s lawyers vowed to fight the
charges against her.)

These were the two executives the
Apple board has been pointing the
finger at ever since it completed its
internal investigation last fall. 

The S.E.C. seemed to agree: its
body language this week strongly
suggested that it had zero interest in
pursuing Mr. Jobs.

The agency’s position seems to be
that the financial chief and general
counsel are the ones who are sup-
posed to ensure that options are han-
dled correctly, and therefore both
Mr. Jobs and the Apple board are off
the hook.

But almost immediately upon set-
tling the charges, Mr. Anderson
pointed the finger right back at his
old boss.

Mr. Anderson had been involved in
an options grant that Mr. Jobs made
to his executive team in early 2001 —
it was the second big grant under
scrutiny — and he claimed that he
told Mr. Jobs there might have to be
an accounting charge if the options
were not handled correctly.

There is not much doubt that Mr.
Anderson made his statement this
week because he felt unfairly scape-
goated by Apple and Mr. Jobs.

With all the finger-pointing, it is
difficult to parse whether Mr. Ander-
son, a wealthy, widely respected fig-
ure in Silicon Valley, did something
deserving of government sanction.
What is clear, however, is that Mr.
Jobs does not deserve the free ride

he’s been getting from the Apple
board, the company’s investors and
government regulators. 

I am not saying Mr. Jobs commit-
ted a crime. What I am saying is that
it is pretty obvious by now that he
was extremely involved in both of the
options grants that have become
such problems.

So it is hard to see how he doesn’t
deserve his share of the blame for
what happened.

Let’s start with the “executive
team” grant that Mr. Anderson was
involved in. At the time, Mr. Jobs
was under pressure to make large
grants to key executives to keep
them from leaving. (Remember, this
was the tail end of the dot-com bub-
ble.) The board gave him free rein to
hand out options as he saw fit.

The directors approved the grants,
a total of 4.8 million options, which
were set to go into effect on Jan. 2. 

So far, so good. But then Ms. Hei-
nen suggested the date be changed to
later in January to move it past the
company’s MacWorld event. She
didn’t want it to look as if Apple exec-
utives were taking options in antici-
pation of a stock bump. Mr. Jobs
agreed.

At the end of January, after some
back and forth, he chose Jan. 17 as
the new date, according to an e-mail
message Ms. Heinen sent around at
the time.

The board, in turn, approved the
Jan. 17 options on Feb. 7. By then,
though, Apple’s stock price had in-

deed bumped up, by $3.94 more than
the Jan. 17 strike price. Which
meant, of course, the options had
been backdated, and should have
been both expensed and disclosed.
Neither happened.

There are lots of people in Silicon
Valley who strongly believe that this
sequence of events is hardly worth a
parking ticket, much less a big-time
S.E.C. investigation. But the S.E.C.
clearly viewed it as serious enough
to charge Mr. Anderson.

So why not Mr. Jobs? He’s the one
who made the grants in the first
place. He was clearly involved in
choosing the new date — two weeks
after it had come and gone. And as
chairman of the board, he knew — or
should have known — that the grants
weren’t final until Feb. 7.

To conclude that Mr. Anderson,
but not Mr. Jobs, did something
wrong requires some serious mental
gymnastics. 

Now let’s look at the other grant:
the 7.5 million options to Mr. Jobs
himself. This was the case in which
one of Ms. Heinen’s subordinates
drew up fictitious board minutes to
make it appear that the Apple board
had approved the grant in October
when the real date was December.

(The underling says she was in-
structed to do so by her boss, which
Ms. Heinen denies.) Certainly, you
can’t blame Steve Jobs for that.

What you can blame him for is cre-
ating an atmosphere in which these
things could happen in the first place.

Consider, first, Mr. Jobs’s desire to
replace the 20 million options with
the 7.5 million options. What he was
really trying to do was reprice his op-
tions without actually admitting that

— because repricing would entail an
accounting expense. To avoid the ex-
pense, he was supposed to wait six
months and a day after the cancella-
tion of the first package before Apple
gave him the new package. 

But he was Steve Jobs, and he
wasn’t about to go optionless for six
months and a day.

The Apple directors would later
claim that they didn’t want him to go
optionless either — because then he
would have an incentive to drive
down the stock price until he got his
new options package. (Have you ever
heard a nuttier rationale?)

In any case, Mr. Jobs held onto the
20 million options while negotiating
at length for a better vesting sched-
ule for the 7.5 million. If he had ac-
cepted a normal vesting schedule —
he wound up getting a quarter of his
options vested immediately — the is-
sue would have been avoided.

Instead, the negotiations went on
so long that they bumped into a new
fiscal year, causing all kinds of prob-
lems for people like Nancy Heinen.

You get the strong impression that
nobody dared to say no to Mr. Jobs, a
notoriously difficult and abrasive
chief executive. One imagines the
trepidation of the compensation com-
mittee members — or Ms. Heinen —
in telling him that he couldn’t get a
low option price because the stock
had risen during the negotiations.

So instead, they found a date in Oc-
tober that approximated the stock
price in August — and an underling
created phony board minutes.

What is particularly galling is the
double standard. You hear from lots
of sophisticated investors that it
would be terrible if Mr. Jobs were
forced out at Apple. How, they say,
would that help Apple shareholders?

But lots of other chiefs have lost
their jobs because of options back-
dating, and several have even been
indicted. However indispensable he
may be, the notion that Mr. Jobs
can’t be touched because he’s Steve
Jobs is something terribly corrosive.

If the S.E.C. is coming to the view
that options backdating is just a pec-
cadillo, as Silicon Valley has claimed
all along, it should say so. But if it be-
lieves this is serious stuff, then it
shouldn’t be making excuses for
Steve Jobs, as it appears to be doing.

As for Mr. Jobs, as hard as he’s
worked to convey the image of an
above-the-fray visionary, that’s not
quite the reality, is it? I recently
stumbled across this comment from
him, circa 1985: “I’m at a stage
where I don’t have to do things just to
get by. But then I’ve always been
that way, because I’ve never really
cared about money.” 

Yeah, right.

Weighing Jobs’s Role in a Scandal
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A focus on underlings
and a pass for Apple’s
celebrated chief.

By ERIC FERKENHOFF
CHICAGO, April 27 — A former

audit committee member of Holl-
inger International began testifying
Friday in the criminal trial of Con-
rad M. Black, the former chairman,
with prosecutors portraying her as a
talented economist who had been
duped while the defense suggested
she had failed to carry out her finan-
cial duties. 

The witness, Marie-Josee Kravis,
who was a director for more than 10
years, told the federal jury that Mr.
Black and other company officials
skirted corporate and government
oversight, lining their pockets with
millions of dollars in shareholder
cash to finance a lavish lifestyle that
the government said included costly
birthday parties and trips to second
homes.

Ending the sixth week of testimo-
ny in the fraud trial of Mr. Black and
three former colleagues, Ms. Kravis,
the wife of the financier Henry Krav-
is, exhibited the collected personality
and financial know-how that have
landed her on the society circuit and
boards of several top-tier corpora-
tions, including Seagram & Sons, the
Ford Motor Company and the toy
company Hasbro, as well as the Mu-
seum of Modern Art. 

She testified that Mr. Black, 62, F.
David Radler, his former partner,
and other company officials had sold
off and bought companies with spe-
cial clauses that allowed them to
keep small percentages totaling mil-
lions of dollars for themselves. 

In doing so, Ms. Kravis testified,
the officials violated company proto-
col that dictated detailed scrutiny by
the auditing committee she sat on, as
well as board approval. 

Neither occurred in the open fash-

ion it should have, she said.
As questions began to mount about

the sales, Ms. Kravis asked Mr.
Black to be a little more humble, in
his public and private dealings, she
testified, and in return, Mr. Black
sent her an e-mail message in 2003,
before the criminal investigation
was revealed, assuring her that he,
Mr. Radler and others were doing
business both legally and in the in-
terest of the company’s stockhold-
ers.

Ms. Kravis’s testimony came a

day after another audit committee
member, Richard Burt, testified that
he had been misled by company offi-
cials about management’s dealings
at Hollinger. 

Mr. Black and his top lieutenants
are accused in the case, which is be-
ing tried in Federal District Court in
Chicago, of pocketing more $60 mil-
lion in noncompete payments begin-
ning in the mid-1990s. 

The government has said and Ms.
Kravis echoed the charge Friday,
that the money should have belonged
to shareholders of the company.

Ms. Kravis, who studied econom-
ics in Ottawa, served on Canada’s
largest bank, and did economic re-
search for, among others, the Hud-
son Institute, said: “I was not ad-

vised of the transactions.” The trans-
actions, according to testimony,
were approved by an executive com-
mittee consisting of Mr. Black and
Mr. Radler and one other Hollinger
director, Richard Perle.

She said she did not know why the
payments were made by a commit-
tee rather than the full board.

When first told of the accusations,
Ms. Kravis said she thought they
were inadvertent oversights and ap-
plauded Mr. Black and other compa-
ny officials for admitting mistakes.

In opening their cross-examina-
tion against Ms. Kravis on Friday,
defense lawyers exhibited memos
and e-mail messages they say
showed that she should have known
the agreements were not only rou-
tine but were well documented in
company paperwork.

Although she testified that she
must have seen some memos shown
by the defense in evidence calling at-
tention to noncompete clauses at the
heart of the case, she could not ex-
plain why she had not alerted other
board members or government offi-
cials.

Ms. Kravis testified for about four
hours, with the defense just begin-
ning its cross-examination in her fi-
nal 45 minutes on the stand.

Testimony is expected to continue
next week with the various defend-
ants’ lawyers expected to question
Ms. Kravis. 

The former Illinois governor,
James R Thompson, who, along with
Mr. Burt made up the Hollinger audit
committee, is also scheduled to testi-
fy. 

Mr. Radler, the former president
who has since agreed to prison time
and restitution, could testify next
week as well.

Ex-Hollinger Audit Panel Member Testifies

Company officials
paid for luxury living
with shareholders’
money, a witness says.
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NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3951 2727 1005 219
Advances 1752 1217 455 80
Declines 1803 1246 433 124
Unchanged 137 57 75 5
52 Week High 185 120 39 26
52 Week Low 56 45 8 3
Dollar Volume*     14,486 9,036 3,702 1,748

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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MARKET GAUGES
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GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

General Electric Capital (GE.GKY) 4.250 Sep 2010 Aaa AAA 97.383 97.188 97.320 –0.259 5.126
SLM (SLM.NQ) 5.000 Oct 2013 A2 A 91.412 88.849 91.412 0.801 6.666
Chrysler (DCX.GD) 7.400 Aug 2097 Baa1 BBB 121.500 120.930 121.500 0.500 6.080
Lehman Brothers Hlds (LEH.GZJ) 5.250 Feb 2012 A1 A+ 100.899 99.816 99.816 –0.087 5.291
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 103.005 100.841 100.916 –0.004 6.116
Sprint Capital (FON.GJ) 6.875 Nov 2028 Baa3 BBB 99.500 98.572 99.308 0.558 6.937
General Electric Capital  (GE.HBO) 5.400 Feb 2017 Aaa AAA 100.471 99.713 100.020 –0.285 5.396
General Electric Capital  (GE.HAZ) 5.250 Oct 2009 Aaa AAA 100.642 100.414 100.414 –0.173 5.070
Bank Of America  (BAC.GWI) 5.300 Mar 2017 Aa1 –– 98.737 98.400 98.400 –0.182 5.511
Sprint Capital (FON.HK) 8.750 Mar 2032 Baa3 BBB 117.573 116.911 117.064 –0.755 7.257

HIGH YIELD

Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 58.000 54.125 54.562 –6.438 15.650
Ford Motor Credit (F.GLY) 5.700 Jan 2010 B1 B 98.250 96.250 98.250 1.550 6.411
Ford Motor Credit Co (F.GSG) 8.000 Dec 2016 B1 B 99.795 97.688 98.000 –1.250 8.304
Tembec Industries (TBC.GB) 8.625 Jun 2009 Ca CCC– 67.844 62.938 67.500 3.813 30.109
General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 108.000 105.239 107.750 –0.250 7.315
Delta Air Lines (DAL.GI) 7.900 Dec 2009 –– –– 55.500 53.875 54.170 –3.955 N.A.
Tembec Industries (TBC.GC) 8.500 Feb 2011 Ca CCC– 59.000 57.000 59.000 1.375 26.341
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 83.000 78.594 80.250 0.250 9.555
Pioneer Natural Resources Co (PXD.GG) 6.650 Mar 2017 Ba1 BB+ 98.108 97.800 97.857 –2.069 6.952
Northwest Airlines (NWAC.HJ) 10.000 Feb 2009 –– D 84.000 77.938 77.938 –4.313 N.A.

CONVERTIBLES

Omnicare (OCR.GG) 3.250 Dec 2035 B2 BB+ 86.250 82.000 86.250 –2.077 4.067
Sandisk  (SNDK.GC) 1.000 May 2013 –– BB– 87.794 85.934 86.118 –1.263 3.577
Amazon.Com (AMZN.GC) 4.750 Feb 2009 Ba3 B 100.438 99.750 100.313 0.063 4.558
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 97.563 96.930 97.563 0.483 1.566
Amgen (AMGN.GN) 0.375 Feb 2013 A2 –– 95.000 94.609 94.820 0.467 1.314
Tyco Intl Gp Sa (TYC.OH) 3.125 Jan 2023 Baa3 BBB+ 155.652 149.258 155.151 6.151 N.A.
Symantec  (SYMC.GF) 1.000 Jun 2013 –– –– 109.250 108.248 108.444 –0.181 –0.365
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 108.750 106.000 106.750 –1.375 –0.856
Transocean Sedco Forex (RIG.GN) 1.500 May 2021 Baa1 A– 124.758 124.033 124.758 4.258 –0.234
Yellow (YELL.GG) 5.000 Aug 2023 Ba1 BBB– 132.355 131.652 131.652 –4.339 –3.941
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HIGH YIELD: +7.91%

INVESTMENT GRADE: +5.73%

ASIA/PACIFIC
Australia (Dollar) .8302 .8266 1.2045 1.2097
China (Yuan) .1295 .1294 7.7226 7.7274
Hong Kong (Dollar) .1278 .1279 7.8219 7.8211
India (Rupee) .0245 .0246 40.805 40.675
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008358 .008359 119.65 119.63
Malaysia (Ringgit) .2924 .2924 3.4205 3.4205
New Zealand (Dollar) .7422 .7396 1.3473 1.3520
Pakistan (Rupee) .0165 .0165 60.75 60.73
Philippines (Peso) .0211 .0211 47.47 47.47

EUROPE
Britain (Pound) 1.9970 1.9910 .5007 .5022
Czech Rep (Koruna) .0485 .0484 20.64 20.65
Denmark (Krone) .1831 .1825 5.4610 5.4780
Europe (Euro) 1.3643 1.3601 .7330 .7353
Hungary (Forint) .0056 .0055 179.99 180.90
Norway (Krone) .1679 .1673 5.9558 5.9766
Poland (Zloty) .3620 .3603 2.76 2.78
Russia (Ruble) .0389 .0389 25.7036 25.7367
Slovak Rep (Koruna) .0405 .0405 24.67 24.69
Sweden (Krona) .1494 .1485 6.6956 6.7339
Switzerland (Franc) .8287 .8278 1.2068 1.2079
Turkey (Lira) .7485 .7506 1.3360 1.3323

Canada (Dollar) .8964 .8924 1.1156 1.1205
Dominican Rep (Peso) .0307 .0307 32.55 32.55
Mexico (Peso) .091639 .091512 10.9124 10.9275

Bahrain (Dinar) 2.6520 2.6525 .3771 .3770
Egypt (Pound) .1761 .1760 5.6799 5.6806
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2489 .2487 4.0178 4.0217
Jordan (Dinar) 1.4098 1.4085 .7093 .7100
Kenya (Shilling) .0146 .0146 68.30 68.30
Kuwait (Dinar) 3.4554 3.4584 .2894 .2891
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2667 .2667 3.7495 3.7488
So. Africa (Rand) .1425 .1433 7.0175 6.9786

MIDDLE EAST/AFRICA

Singapore (Dollar) .6589 .6597 1.5176 1.5157
So. Korea (Won) .001076 .001077 929.37 928.51
Taiwan (Dollar) .0300 .0300 33.30 33.32
Thailand (Baht) .03056 .03089 32.72 32.38
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3236 .3238 3.0900 3.0880
Bolivia (Boliviano) .1251 .1251 7.9946 7.9946
Brazil (Real) .4927 .4932 2.0295 2.0274
Chile (Peso) .001898 .001895 526.87 527.70
Colombia (Peso) .000474 .000472 2111.50 2116.50
Paraguay (Guarani) .000199 .000199 5025.13 5025.13
Peru (New Sol) .3120 .3136 3.205 3.189
Uruguay (New Peso) .0417 .0418 23.9751 23.9498

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 63.50 48.70 Jul 07 50.15 50.35 49.30 50.00 + .01 132,289
Lumber CME $/1,000 bd. ft. 323.6 246.3 Jul 07 251.4 251.6 249.4 250.2 ◊ 1.2 5,345

Cocoa NYBOT $/ton 2014 1481 Jul 07 1819 1840 1810 1822 ◊ 1 71,790
Coffee NYBOT ¢/lb 135.80 105.90 Jul 07 106.30 107.90 105.90 107.00 + .25 92,431
Sugar-World NYBOT ¢/lb 18.90 9.12 Jul 07 9.30 9.36 9.12 9.20 ◊ .16 399,505
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07    20.92  * 3,348
Orange Juice NYBOT ¢/lb 203.00 145.55 Jul 07 152.25 155.25 152.25 155.10 + 2.10 14,560

Live Cattle CME ¢/lb 99.82 77.80 Jun 07 92.85 93.35 92.52 93.27 + .57 138,042
Feeder Cattle CME ¢/lb 114.00 95.60 Aug 07 110.97 111.75 110.65 111.47 + .50 12,757
Hogs-Lean CME ¢/lb 79.05 60.00 Jun 07 75.35 75.75 74.20 74.57 ◊ .60 84,057
Pork Bellies CME ¢/lb 110.00 88.00 Jul 07 104.75 105.00 102.55 102.90 ◊ 2.00 778

Corn CBT ¢/bushel 393 355 Jul 07 370} 376ø 367ü 373} ◊ 1ø 486,464
Soybeans CBT ¢/bushel 801} 725ø Jul 07 737} 742 733ø 738ø + 3ø 226,679
Soybean Meal CBT $/ton 224.80 196.50 Jul 07 198.10 200.60 197.80 198.20 ◊ 1.80 88,172
Soybean Oil CBT ¢/lb 33.88 31.58 Jul 07 33.45 33.61 32.70 33.45 + .70 174,954
Wheat CBT ¢/bushel 532 433 Jul 07 511ü 520ü 506ü 512ø ◊ 8ø 223,341
Winter Wheat KC ¢/bushel 527 380 Jul 07 501ø 503 497 501} ◊ 2ü 80,564
Oats CBT ¢/bushel 289} 256 Jul 07 266 269ø 265ü 269ø + 4ø 7,046
Rough Rice CBT $/CWT 10.700 10.065 Jul 07 10.290 10.320 10.240 10.315 + .055 5,574

METALS AND ENERGY
Gold CMX $/troy oz. 777.00 465.00 Jun 07 682.70 684.90 673.80 681.80 + 3.80 239,330
Silver CMX ¢/troy oz. 1505.0 990.0 Jul 07 1359.5 1369.0 1336.5 1357.5 + 12.0 64,401
Platinum NYM $/troy oz. 1345.00 1090.00 Jul 07 1294.10 1304.00 1276.10 1293.00 ◊ 10.60 14,416
Palladium NYM $/oz. 402.75 293.00 Jun 07 374.50 376.00 368.00 374.45 + 1.05 18,039
Hi Grade Copper CMX ¢/lb 369.70 167.50 Jul 07 354.20 356.00 345.60 353.25 + 2.35 53,827

Light Sweet Crude NYM $/bbl. 88.70 52.73 Jun 07 66.13 66.70 64.58 66.46 + 1.40 322,863
Gas Blend NYM  2.3750 1.5805 Jun 07 2.2399 2.2650 2.1905 2.2598 + .0509 63,913
Heating Oil NYM ¢/gal 222.75 124.50 Jun 07 191.00 192.00 186.88 191.27 + 2.34 67,049
Natural Gas NYM $/mm btu 10.200 6.521 Jun 07 7.860 7.897 7.535 7.831 + .229 98,647
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Jul 07 — — 4.80 4.79 ◊ 0.01 4.91
Oct 07 — — 4.83 4.82 ◊ 0.01 5.01

Apr 12 2 1002.13 99-14 99-15 +0-01 2.11
Jan 17 2Å 1008.38 101-04 101-05 +0-01 2.24
Jan 27 2Å 1008.38 100-01 100-02 ◊0-03 2.37
Apr 32 3Å 1145.66 120-22 120-23 ◊0-04 2.28

Apr 09 4ø — 99.22 99.23  * 4.64
Apr 12 4ø — 99.19 99.20  * 4.58
Feb 17 4œ — 99.14 99.15 ◊ 0.03 4.69
Feb 37 4} — 97.29 97.30 ◊ 0.08 4.88
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HIGH YIELD: +15.92%

INVESTMENT GRADE: +6.99%
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Construction Spending
Change from
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Feb. ’07 %–2.4
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Personal Savings Rate
Percent of
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Feb. ’07 –58.4
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March ’07 7.3
Feb. ’07 6.8
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Manufacturing Index
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March ’07 50.9
Feb. ’07 52.3

Source: Bloomberg Financial Markets
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Federal funds 5.25 4.75% %

Prime rate 8.25 7.75

15-yr fixed 5.50 5.78

15-yr fixed jumbo 5.76 5.99

30-yr fixed 5.77 6.13

30-yr fixed jumbo 6.10 6.36

5/1 adj. rate 5.52 5.78

5/1 adj. rate jumbo 5.74 5.88

1-year adj. rate 5.59 5.24

Mortgages
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$75K line (good credit*) 7.07 6.69% %

$75K line (excellent credit*) 6.75 5.97

$75K loan (good credit*) 7.70 7.61

$75K loan (excellent credit*) 7.49 7.43

Home Equity
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36-mo. used car 7.44 7.50% %

60-mo. new car 6.97 6.71
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Money-market 3.67 3.10% %

$10K min. money-market 4.03 3.35

6-month CD 4.59 4.23

1-year CD 4.80 4.64

2-year CD 4.75 4.63

5-year IRA CD 4.48 4.71

CD’s and Money Market Rates

Home
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Yesterday’s rate Change from last week
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Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1303 .1303 7.6724 7.6724
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0547 .0547 18.28 18.28

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

he felt it wasn’t worth the bad press
to hold onto them. 

Did that mean that Mr. Jobs was
willing to go back to his $1 a year sal-
ary? Hardly. At the same time, he

and the board began nego-
tiating a new package: 7.5
million stock options this
time, at a price of $17.83.

Those options were
agreed to by the board in
August 2001, barely two

months after the Fortune article, but
the final negotiations with Mr. Jobs
weren’t completed until mid-Decem-
ber. 

And although those options also
never paid off for him, and were fi-
nally replaced in 2003 by a huge re-
stricted stock grant, they had enor-
mous consequences. They were one
of two big options grants that ulti-
mately embroiled Apple and its lead-
er in the backdating scandal.

Among other things, an Apple un-
derling created fictitious board min-
utes, two of Mr. Jobs’s closest associ-
ates were forced out of the company
and faced charges brought by the Se-
curities and Exchange Commission,
and Mr. Jobs’s own actions and eth-
ics were brought into question.

Rarely have so many avoidable
problems been created by one man’s
obsession with his own image. Then
again, this is Steve Jobs we’re talk-
ing about.

T
HIS has been quite the week
for Apple shareholders. The
company reported an incred-
ible quarter, with profits up

88 percent, blowing past analysts’ es-
timates. Its stock pushed above $100
a share for the first time ever. (It
closed yesterday at $99.92.) 

And then there was this week’s op-
tions backdating news: The S.E.C.
brought formal charges against Ap-
ple’s former general counsel, Nancy
Heinen, and its former chief finan-
cial officer, Fred Anderson.

(Mr. Anderson settled the charges
against him for $3.5 million without
admitting or denying guilt, while Ms.
Heinen’s lawyers vowed to fight the
charges against her.)

These were the two executives the
Apple board has been pointing the
finger at ever since it completed its
internal investigation last fall. 

The S.E.C. seemed to agree: its
body language this week strongly
suggested that it had zero interest in
pursuing Mr. Jobs.

The agency’s position seems to be
that the financial chief and general
counsel are the ones who are sup-
posed to ensure that options are han-
dled correctly, and therefore both
Mr. Jobs and the Apple board are off
the hook.

But almost immediately upon set-
tling the charges, Mr. Anderson
pointed the finger right back at his
old boss.

Mr. Anderson had been involved in
an options grant that Mr. Jobs made
to his executive team in early 2001 —
it was the second big grant under
scrutiny — and he claimed that he
told Mr. Jobs there might have to be
an accounting charge if the options
were not handled correctly.

There is not much doubt that Mr.
Anderson made his statement this
week because he felt unfairly scape-
goated by Apple and Mr. Jobs.

With all the finger-pointing, it is
difficult to parse whether Mr. Ander-
son, a wealthy, widely respected fig-
ure in Silicon Valley, did something
deserving of government sanction.
What is clear, however, is that Mr.
Jobs does not deserve the free ride

he’s been getting from the Apple
board, the company’s investors and
government regulators. 

I am not saying Mr. Jobs commit-
ted a crime. What I am saying is that
it is pretty obvious by now that he
was extremely involved in both of the
options grants that have become
such problems.

So it is hard to see how he doesn’t
deserve his share of the blame for
what happened.

Let’s start with the “executive
team” grant that Mr. Anderson was
involved in. At the time, Mr. Jobs
was under pressure to make large
grants to key executives to keep
them from leaving. (Remember, this
was the tail end of the dot-com bub-
ble.) The board gave him free rein to
hand out options as he saw fit.

The directors approved the grants,
a total of 4.8 million options, which
were set to go into effect on Jan. 2. 

So far, so good. But then Ms. Hei-
nen suggested the date be changed to
later in January to move it past the
company’s MacWorld event. She
didn’t want it to look as if Apple exec-
utives were taking options in antici-
pation of a stock bump. Mr. Jobs
agreed.

At the end of January, after some
back and forth, he chose Jan. 17 as
the new date, according to an e-mail
message Ms. Heinen sent around at
the time.

The board, in turn, approved the
Jan. 17 options on Feb. 7. By then,
though, Apple’s stock price had in-

deed bumped up, by $3.94 more than
the Jan. 17 strike price. Which
meant, of course, the options had
been backdated, and should have
been both expensed and disclosed.
Neither happened.

There are lots of people in Silicon
Valley who strongly believe that this
sequence of events is hardly worth a
parking ticket, much less a big-time
S.E.C. investigation. But the S.E.C.
clearly viewed it as serious enough
to charge Mr. Anderson.

So why not Mr. Jobs? He’s the one
who made the grants in the first
place. He was clearly involved in
choosing the new date — two weeks
after it had come and gone. And as
chairman of the board, he knew — or
should have known — that the grants
weren’t final until Feb. 7.

To conclude that Mr. Anderson,
but not Mr. Jobs, did something
wrong requires some serious mental
gymnastics. 

Now let’s look at the other grant:
the 7.5 million options to Mr. Jobs
himself. This was the case in which
one of Ms. Heinen’s subordinates
drew up fictitious board minutes to
make it appear that the Apple board
had approved the grant in October
when the real date was December.

(The underling says she was in-
structed to do so by her boss, which
Ms. Heinen denies.) Certainly, you
can’t blame Steve Jobs for that.

What you can blame him for is cre-
ating an atmosphere in which these
things could happen in the first place.

Consider, first, Mr. Jobs’s desire to
replace the 20 million options with
the 7.5 million options. What he was
really trying to do was reprice his op-
tions without actually admitting that

— because repricing would entail an
accounting expense. To avoid the ex-
pense, he was supposed to wait six
months and a day after the cancella-
tion of the first package before Apple
gave him the new package. 

But he was Steve Jobs, and he
wasn’t about to go optionless for six
months and a day.

The Apple directors would later
claim that they didn’t want him to go
optionless either — because then he
would have an incentive to drive
down the stock price until he got his
new options package. (Have you ever
heard a nuttier rationale?)

In any case, Mr. Jobs held onto the
20 million options while negotiating
at length for a better vesting sched-
ule for the 7.5 million. If he had ac-
cepted a normal vesting schedule —
he wound up getting a quarter of his
options vested immediately — the is-
sue would have been avoided.

Instead, the negotiations went on
so long that they bumped into a new
fiscal year, causing all kinds of prob-
lems for people like Nancy Heinen.

You get the strong impression that
nobody dared to say no to Mr. Jobs, a
notoriously difficult and abrasive
chief executive. One imagines the
trepidation of the compensation com-
mittee members — or Ms. Heinen —
in telling him that he couldn’t get a
low option price because the stock
had risen during the negotiations.

So instead, they found a date in Oc-
tober that approximated the stock
price in August — and an underling
created phony board minutes.

What is particularly galling is the
double standard. You hear from lots
of sophisticated investors that it
would be terrible if Mr. Jobs were
forced out at Apple. How, they say,
would that help Apple shareholders?

But lots of other chiefs have lost
their jobs because of options back-
dating, and several have even been
indicted. However indispensable he
may be, the notion that Mr. Jobs
can’t be touched because he’s Steve
Jobs is something terribly corrosive.

If the S.E.C. is coming to the view
that options backdating is just a pec-
cadillo, as Silicon Valley has claimed
all along, it should say so. But if it be-
lieves this is serious stuff, then it
shouldn’t be making excuses for
Steve Jobs, as it appears to be doing.

As for Mr. Jobs, as hard as he’s
worked to convey the image of an
above-the-fray visionary, that’s not
quite the reality, is it? I recently
stumbled across this comment from
him, circa 1985: “I’m at a stage
where I don’t have to do things just to
get by. But then I’ve always been
that way, because I’ve never really
cared about money.” 

Yeah, right.

Weighing Jobs’s Role in a Scandal

JOE
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A focus on underlings
and a pass for Apple’s
celebrated chief.

By ERIC FERKENHOFF
CHICAGO, April 27 — A former

audit committee member of Holl-
inger International began testifying
Friday in the criminal trial of Con-
rad M. Black, the former chairman,
with prosecutors portraying her as a
talented economist who had been
duped while the defense suggested
she had failed to carry out her finan-
cial duties. 

The witness, Marie-Josee Kravis,
who was a director for more than 10
years, told the federal jury that Mr.
Black and other company officials
skirted corporate and government
oversight, lining their pockets with
millions of dollars in shareholder
cash to finance a lavish lifestyle that
the government said included costly
birthday parties and trips to second
homes.

Ending the sixth week of testimo-
ny in the fraud trial of Mr. Black and
three former colleagues, Ms. Kravis,
the wife of the financier Henry Krav-
is, exhibited the collected personality
and financial know-how that have
landed her on the society circuit and
boards of several top-tier corpora-
tions, including Seagram & Sons, the
Ford Motor Company and the toy
company Hasbro, as well as the Mu-
seum of Modern Art. 

She testified that Mr. Black, 62, F.
David Radler, his former partner,
and other company officials had sold
off and bought companies with spe-
cial clauses that allowed them to
keep small percentages totaling mil-
lions of dollars for themselves. 

In doing so, Ms. Kravis testified,
the officials violated company proto-
col that dictated detailed scrutiny by
the auditing committee she sat on, as
well as board approval. 

Neither occurred in the open fash-

ion it should have, she said.
As questions began to mount about

the sales, Ms. Kravis asked Mr.
Black to be a little more humble, in
his public and private dealings, she
testified, and in return, Mr. Black
sent her an e-mail message in 2003,
before the criminal investigation
was revealed, assuring her that he,
Mr. Radler and others were doing
business both legally and in the in-
terest of the company’s stockhold-
ers.

Ms. Kravis’s testimony came a

day after another audit committee
member, Richard Burt, testified that
he had been misled by company offi-
cials about management’s dealings
at Hollinger. 

Mr. Black and his top lieutenants
are accused in the case, which is be-
ing tried in Federal District Court in
Chicago, of pocketing more $60 mil-
lion in noncompete payments begin-
ning in the mid-1990s. 

The government has said and Ms.
Kravis echoed the charge Friday,
that the money should have belonged
to shareholders of the company.

Ms. Kravis, who studied econom-
ics in Ottawa, served on Canada’s
largest bank, and did economic re-
search for, among others, the Hud-
son Institute, said: “I was not ad-

vised of the transactions.” The trans-
actions, according to testimony,
were approved by an executive com-
mittee consisting of Mr. Black and
Mr. Radler and one other Hollinger
director, Richard Perle.

She said she did not know why the
payments were made by a commit-
tee rather than the full board.

When first told of the accusations,
Ms. Kravis said she thought they
were inadvertent oversights and ap-
plauded Mr. Black and other compa-
ny officials for admitting mistakes.

In opening their cross-examina-
tion against Ms. Kravis on Friday,
defense lawyers exhibited memos
and e-mail messages they say
showed that she should have known
the agreements were not only rou-
tine but were well documented in
company paperwork.

Although she testified that she
must have seen some memos shown
by the defense in evidence calling at-
tention to noncompete clauses at the
heart of the case, she could not ex-
plain why she had not alerted other
board members or government offi-
cials.

Ms. Kravis testified for about four
hours, with the defense just begin-
ning its cross-examination in her fi-
nal 45 minutes on the stand.

Testimony is expected to continue
next week with the various defend-
ants’ lawyers expected to question
Ms. Kravis. 

The former Illinois governor,
James R Thompson, who, along with
Mr. Burt made up the Hollinger audit
committee, is also scheduled to testi-
fy. 

Mr. Radler, the former president
who has since agreed to prison time
and restitution, could testify next
week as well.

Ex-Hollinger Audit Panel Member Testifies

Company officials
paid for luxury living
with shareholders’
money, a witness says.
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INVESTMENT GRADE

NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3951 2727 1005 219
Advances 1752 1217 455 80
Declines 1803 1246 433 124
Unchanged 137 57 75 5
52 Week High 185 120 39 26
52 Week Low 56 45 8 3
Dollar Volume*     14,486 9,036 3,702 1,748

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

General Electric Capital (GE.GKY) 4.250 Sep 2010 Aaa AAA 97.383 97.188 97.320 –0.259 5.126
SLM (SLM.NQ) 5.000 Oct 2013 A2 A 91.412 88.849 91.412 0.801 6.666
Chrysler (DCX.GD) 7.400 Aug 2097 Baa1 BBB 121.500 120.930 121.500 0.500 6.080
Lehman Brothers Hlds (LEH.GZJ) 5.250 Feb 2012 A1 A+ 100.899 99.816 99.816 –0.087 5.291
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 103.005 100.841 100.916 –0.004 6.116
Sprint Capital (FON.GJ) 6.875 Nov 2028 Baa3 BBB 99.500 98.572 99.308 0.558 6.937
General Electric Capital  (GE.HBO) 5.400 Feb 2017 Aaa AAA 100.471 99.713 100.020 –0.285 5.396
General Electric Capital  (GE.HAZ) 5.250 Oct 2009 Aaa AAA 100.642 100.414 100.414 –0.173 5.070
Bank Of America  (BAC.GWI) 5.300 Mar 2017 Aa1 –– 98.737 98.400 98.400 –0.182 5.511
Sprint Capital (FON.HK) 8.750 Mar 2032 Baa3 BBB 117.573 116.911 117.064 –0.755 7.257

HIGH YIELD

Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 58.000 54.125 54.562 –6.438 15.650
Ford Motor Credit (F.GLY) 5.700 Jan 2010 B1 B 98.250 96.250 98.250 1.550 6.411
Ford Motor Credit Co (F.GSG) 8.000 Dec 2016 B1 B 99.795 97.688 98.000 –1.250 8.304
Tembec Industries (TBC.GB) 8.625 Jun 2009 Ca CCC– 67.844 62.938 67.500 3.813 30.109
General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 108.000 105.239 107.750 –0.250 7.315
Delta Air Lines (DAL.GI) 7.900 Dec 2009 –– –– 55.500 53.875 54.170 –3.955 N.A.
Tembec Industries (TBC.GC) 8.500 Feb 2011 Ca CCC– 59.000 57.000 59.000 1.375 26.341
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 83.000 78.594 80.250 0.250 9.555
Pioneer Natural Resources Co (PXD.GG) 6.650 Mar 2017 Ba1 BB+ 98.108 97.800 97.857 –2.069 6.952
Northwest Airlines (NWAC.HJ) 10.000 Feb 2009 –– D 84.000 77.938 77.938 –4.313 N.A.

CONVERTIBLES

Omnicare (OCR.GG) 3.250 Dec 2035 B2 BB+ 86.250 82.000 86.250 –2.077 4.067
Sandisk  (SNDK.GC) 1.000 May 2013 –– BB– 87.794 85.934 86.118 –1.263 3.577
Amazon.Com (AMZN.GC) 4.750 Feb 2009 Ba3 B 100.438 99.750 100.313 0.063 4.558
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 97.563 96.930 97.563 0.483 1.566
Amgen (AMGN.GN) 0.375 Feb 2013 A2 –– 95.000 94.609 94.820 0.467 1.314
Tyco Intl Gp Sa (TYC.OH) 3.125 Jan 2023 Baa3 BBB+ 155.652 149.258 155.151 6.151 N.A.
Symantec  (SYMC.GF) 1.000 Jun 2013 –– –– 109.250 108.248 108.444 –0.181 –0.365
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 108.750 106.000 106.750 –1.375 –0.856
Transocean Sedco Forex (RIG.GN) 1.500 May 2021 Baa1 A– 124.758 124.033 124.758 4.258 –0.234
Yellow (YELL.GG) 5.000 Aug 2023 Ba1 BBB– 132.355 131.652 131.652 –4.339 –3.941
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HIGH YIELD: +7.91%

INVESTMENT GRADE: +5.73%

ASIA/PACIFIC
Australia (Dollar) .8302 .8266 1.2045 1.2097
China (Yuan) .1295 .1294 7.7226 7.7274
Hong Kong (Dollar) .1278 .1279 7.8219 7.8211
India (Rupee) .0245 .0246 40.805 40.675
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008358 .008359 119.65 119.63
Malaysia (Ringgit) .2924 .2924 3.4205 3.4205
New Zealand (Dollar) .7422 .7396 1.3473 1.3520
Pakistan (Rupee) .0165 .0165 60.75 60.73
Philippines (Peso) .0211 .0211 47.47 47.47

EUROPE
Britain (Pound) 1.9970 1.9910 .5007 .5022
Czech Rep (Koruna) .0485 .0484 20.64 20.65
Denmark (Krone) .1831 .1825 5.4610 5.4780
Europe (Euro) 1.3643 1.3601 .7330 .7353
Hungary (Forint) .0056 .0055 179.99 180.90
Norway (Krone) .1679 .1673 5.9558 5.9766
Poland (Zloty) .3620 .3603 2.76 2.78
Russia (Ruble) .0389 .0389 25.7036 25.7367
Slovak Rep (Koruna) .0405 .0405 24.67 24.69
Sweden (Krona) .1494 .1485 6.6956 6.7339
Switzerland (Franc) .8287 .8278 1.2068 1.2079
Turkey (Lira) .7485 .7506 1.3360 1.3323

Canada (Dollar) .8964 .8924 1.1156 1.1205
Dominican Rep (Peso) .0307 .0307 32.55 32.55
Mexico (Peso) .091639 .091512 10.9124 10.9275

Bahrain (Dinar) 2.6520 2.6525 .3771 .3770
Egypt (Pound) .1761 .1760 5.6799 5.6806
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2489 .2487 4.0178 4.0217
Jordan (Dinar) 1.4098 1.4085 .7093 .7100
Kenya (Shilling) .0146 .0146 68.30 68.30
Kuwait (Dinar) 3.4554 3.4584 .2894 .2891
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2667 .2667 3.7495 3.7488
So. Africa (Rand) .1425 .1433 7.0175 6.9786

MIDDLE EAST/AFRICA

Singapore (Dollar) .6589 .6597 1.5176 1.5157
So. Korea (Won) .001076 .001077 929.37 928.51
Taiwan (Dollar) .0300 .0300 33.30 33.32
Thailand (Baht) .03056 .03089 32.72 32.38
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3236 .3238 3.0900 3.0880
Bolivia (Boliviano) .1251 .1251 7.9946 7.9946
Brazil (Real) .4927 .4932 2.0295 2.0274
Chile (Peso) .001898 .001895 526.87 527.70
Colombia (Peso) .000474 .000472 2111.50 2116.50
Paraguay (Guarani) .000199 .000199 5025.13 5025.13
Peru (New Sol) .3120 .3136 3.205 3.189
Uruguay (New Peso) .0417 .0418 23.9751 23.9498

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 63.50 48.70 Jul 07 50.15 50.35 49.30 50.00 + .01 132,289
Lumber CME $/1,000 bd. ft. 323.6 246.3 Jul 07 251.4 251.6 249.4 250.2 ◊ 1.2 5,345

Cocoa NYBOT $/ton 2014 1481 Jul 07 1819 1840 1810 1822 ◊ 1 71,790
Coffee NYBOT ¢/lb 135.80 105.90 Jul 07 106.30 107.90 105.90 107.00 + .25 92,431
Sugar-World NYBOT ¢/lb 18.90 9.12 Jul 07 9.30 9.36 9.12 9.20 ◊ .16 399,505
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07    20.92  * 3,348
Orange Juice NYBOT ¢/lb 203.00 145.55 Jul 07 152.25 155.25 152.25 155.10 + 2.10 14,560

Live Cattle CME ¢/lb 99.82 77.80 Jun 07 92.85 93.35 92.52 93.27 + .57 138,042
Feeder Cattle CME ¢/lb 114.00 95.60 Aug 07 110.97 111.75 110.65 111.47 + .50 12,757
Hogs-Lean CME ¢/lb 79.05 60.00 Jun 07 75.35 75.75 74.20 74.57 ◊ .60 84,057
Pork Bellies CME ¢/lb 110.00 88.00 Jul 07 104.75 105.00 102.55 102.90 ◊ 2.00 778

Corn CBT ¢/bushel 393 355 Jul 07 370} 376ø 367ü 373} ◊ 1ø 486,464
Soybeans CBT ¢/bushel 801} 725ø Jul 07 737} 742 733ø 738ø + 3ø 226,679
Soybean Meal CBT $/ton 224.80 196.50 Jul 07 198.10 200.60 197.80 198.20 ◊ 1.80 88,172
Soybean Oil CBT ¢/lb 33.88 31.58 Jul 07 33.45 33.61 32.70 33.45 + .70 174,954
Wheat CBT ¢/bushel 532 433 Jul 07 511ü 520ü 506ü 512ø ◊ 8ø 223,341
Winter Wheat KC ¢/bushel 527 380 Jul 07 501ø 503 497 501} ◊ 2ü 80,564
Oats CBT ¢/bushel 289} 256 Jul 07 266 269ø 265ü 269ø + 4ø 7,046
Rough Rice CBT $/CWT 10.700 10.065 Jul 07 10.290 10.320 10.240 10.315 + .055 5,574

METALS AND ENERGY
Gold CMX $/troy oz. 777.00 465.00 Jun 07 682.70 684.90 673.80 681.80 + 3.80 239,330
Silver CMX ¢/troy oz. 1505.0 990.0 Jul 07 1359.5 1369.0 1336.5 1357.5 + 12.0 64,401
Platinum NYM $/troy oz. 1345.00 1090.00 Jul 07 1294.10 1304.00 1276.10 1293.00 ◊ 10.60 14,416
Palladium NYM $/oz. 402.75 293.00 Jun 07 374.50 376.00 368.00 374.45 + 1.05 18,039
Hi Grade Copper CMX ¢/lb 369.70 167.50 Jul 07 354.20 356.00 345.60 353.25 + 2.35 53,827

Light Sweet Crude NYM $/bbl. 88.70 52.73 Jun 07 66.13 66.70 64.58 66.46 + 1.40 322,863
Gas Blend NYM  2.3750 1.5805 Jun 07 2.2399 2.2650 2.1905 2.2598 + .0509 63,913
Heating Oil NYM ¢/gal 222.75 124.50 Jun 07 191.00 192.00 186.88 191.27 + 2.34 67,049
Natural Gas NYM $/mm btu 10.200 6.521 Jun 07 7.860 7.897 7.535 7.831 + .229 98,647
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Jul 07 — — 4.80 4.79 ◊ 0.01 4.91
Oct 07 — — 4.83 4.82 ◊ 0.01 5.01

Apr 12 2 1002.13 99-14 99-15 +0-01 2.11
Jan 17 2Å 1008.38 101-04 101-05 +0-01 2.24
Jan 27 2Å 1008.38 100-01 100-02 ◊0-03 2.37
Apr 32 3Å 1145.66 120-22 120-23 ◊0-04 2.28

Apr 09 4ø — 99.22 99.23  * 4.64
Apr 12 4ø — 99.19 99.20  * 4.58
Feb 17 4œ — 99.14 99.15 ◊ 0.03 4.69
Feb 37 4} — 97.29 97.30 ◊ 0.08 4.88
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HIGH YIELD: +15.92%

INVESTMENT GRADE: +6.99%
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Federal funds 5.25 4.75% %

Prime rate 8.25 7.75

15-yr fixed 5.50 5.78

15-yr fixed jumbo 5.76 5.99

30-yr fixed 5.77 6.13

30-yr fixed jumbo 6.10 6.36
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5/1 adj. rate jumbo 5.74 5.88
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$75K line (good credit*) 7.07 6.69% %
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$75K loan (good credit*) 7.70 7.61

$75K loan (excellent credit*) 7.49 7.43
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36-mo. used car 7.44 7.50% %

60-mo. new car 6.97 6.71
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Money-market 3.67 3.10% %

$10K min. money-market 4.03 3.35

6-month CD 4.59 4.23

1-year CD 4.80 4.64

2-year CD 4.75 4.63

5-year IRA CD 4.48 4.71

CD’s and Money Market Rates
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Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1303 .1303 7.6724 7.6724
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0547 .0547 18.28 18.28
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Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

he felt it wasn’t worth the bad press
to hold onto them. 

Did that mean that Mr. Jobs was
willing to go back to his $1 a year sal-
ary? Hardly. At the same time, he

and the board began nego-
tiating a new package: 7.5
million stock options this
time, at a price of $17.83.

Those options were
agreed to by the board in
August 2001, barely two

months after the Fortune article, but
the final negotiations with Mr. Jobs
weren’t completed until mid-Decem-
ber. 

And although those options also
never paid off for him, and were fi-
nally replaced in 2003 by a huge re-
stricted stock grant, they had enor-
mous consequences. They were one
of two big options grants that ulti-
mately embroiled Apple and its lead-
er in the backdating scandal.

Among other things, an Apple un-
derling created fictitious board min-
utes, two of Mr. Jobs’s closest associ-
ates were forced out of the company
and faced charges brought by the Se-
curities and Exchange Commission,
and Mr. Jobs’s own actions and eth-
ics were brought into question.

Rarely have so many avoidable
problems been created by one man’s
obsession with his own image. Then
again, this is Steve Jobs we’re talk-
ing about.

T
HIS has been quite the week
for Apple shareholders. The
company reported an incred-
ible quarter, with profits up

88 percent, blowing past analysts’ es-
timates. Its stock pushed above $100
a share for the first time ever. (It
closed yesterday at $99.92.) 

And then there was this week’s op-
tions backdating news: The S.E.C.
brought formal charges against Ap-
ple’s former general counsel, Nancy
Heinen, and its former chief finan-
cial officer, Fred Anderson.

(Mr. Anderson settled the charges
against him for $3.5 million without
admitting or denying guilt, while Ms.
Heinen’s lawyers vowed to fight the
charges against her.)

These were the two executives the
Apple board has been pointing the
finger at ever since it completed its
internal investigation last fall. 

The S.E.C. seemed to agree: its
body language this week strongly
suggested that it had zero interest in
pursuing Mr. Jobs.

The agency’s position seems to be
that the financial chief and general
counsel are the ones who are sup-
posed to ensure that options are han-
dled correctly, and therefore both
Mr. Jobs and the Apple board are off
the hook.

But almost immediately upon set-
tling the charges, Mr. Anderson
pointed the finger right back at his
old boss.

Mr. Anderson had been involved in
an options grant that Mr. Jobs made
to his executive team in early 2001 —
it was the second big grant under
scrutiny — and he claimed that he
told Mr. Jobs there might have to be
an accounting charge if the options
were not handled correctly.

There is not much doubt that Mr.
Anderson made his statement this
week because he felt unfairly scape-
goated by Apple and Mr. Jobs.

With all the finger-pointing, it is
difficult to parse whether Mr. Ander-
son, a wealthy, widely respected fig-
ure in Silicon Valley, did something
deserving of government sanction.
What is clear, however, is that Mr.
Jobs does not deserve the free ride

he’s been getting from the Apple
board, the company’s investors and
government regulators. 

I am not saying Mr. Jobs commit-
ted a crime. What I am saying is that
it is pretty obvious by now that he
was extremely involved in both of the
options grants that have become
such problems.

So it is hard to see how he doesn’t
deserve his share of the blame for
what happened.

Let’s start with the “executive
team” grant that Mr. Anderson was
involved in. At the time, Mr. Jobs
was under pressure to make large
grants to key executives to keep
them from leaving. (Remember, this
was the tail end of the dot-com bub-
ble.) The board gave him free rein to
hand out options as he saw fit.

The directors approved the grants,
a total of 4.8 million options, which
were set to go into effect on Jan. 2. 

So far, so good. But then Ms. Hei-
nen suggested the date be changed to
later in January to move it past the
company’s MacWorld event. She
didn’t want it to look as if Apple exec-
utives were taking options in antici-
pation of a stock bump. Mr. Jobs
agreed.

At the end of January, after some
back and forth, he chose Jan. 17 as
the new date, according to an e-mail
message Ms. Heinen sent around at
the time.

The board, in turn, approved the
Jan. 17 options on Feb. 7. By then,
though, Apple’s stock price had in-

deed bumped up, by $3.94 more than
the Jan. 17 strike price. Which
meant, of course, the options had
been backdated, and should have
been both expensed and disclosed.
Neither happened.

There are lots of people in Silicon
Valley who strongly believe that this
sequence of events is hardly worth a
parking ticket, much less a big-time
S.E.C. investigation. But the S.E.C.
clearly viewed it as serious enough
to charge Mr. Anderson.

So why not Mr. Jobs? He’s the one
who made the grants in the first
place. He was clearly involved in
choosing the new date — two weeks
after it had come and gone. And as
chairman of the board, he knew — or
should have known — that the grants
weren’t final until Feb. 7.

To conclude that Mr. Anderson,
but not Mr. Jobs, did something
wrong requires some serious mental
gymnastics. 

Now let’s look at the other grant:
the 7.5 million options to Mr. Jobs
himself. This was the case in which
one of Ms. Heinen’s subordinates
drew up fictitious board minutes to
make it appear that the Apple board
had approved the grant in October
when the real date was December.

(The underling says she was in-
structed to do so by her boss, which
Ms. Heinen denies.) Certainly, you
can’t blame Steve Jobs for that.

What you can blame him for is cre-
ating an atmosphere in which these
things could happen in the first place.

Consider, first, Mr. Jobs’s desire to
replace the 20 million options with
the 7.5 million options. What he was
really trying to do was reprice his op-
tions without actually admitting that

— because repricing would entail an
accounting expense. To avoid the ex-
pense, he was supposed to wait six
months and a day after the cancella-
tion of the first package before Apple
gave him the new package. 

But he was Steve Jobs, and he
wasn’t about to go optionless for six
months and a day.

The Apple directors would later
claim that they didn’t want him to go
optionless either — because then he
would have an incentive to drive
down the stock price until he got his
new options package. (Have you ever
heard a nuttier rationale?)

In any case, Mr. Jobs held onto the
20 million options while negotiating
at length for a better vesting sched-
ule for the 7.5 million. If he had ac-
cepted a normal vesting schedule —
he wound up getting a quarter of his
options vested immediately — the is-
sue would have been avoided.

Instead, the negotiations went on
so long that they bumped into a new
fiscal year, causing all kinds of prob-
lems for people like Nancy Heinen.

You get the strong impression that
nobody dared to say no to Mr. Jobs, a
notoriously difficult and abrasive
chief executive. One imagines the
trepidation of the compensation com-
mittee members — or Ms. Heinen —
in telling him that he couldn’t get a
low option price because the stock
had risen during the negotiations.

So instead, they found a date in Oc-
tober that approximated the stock
price in August — and an underling
created phony board minutes.

What is particularly galling is the
double standard. You hear from lots
of sophisticated investors that it
would be terrible if Mr. Jobs were
forced out at Apple. How, they say,
would that help Apple shareholders?

But lots of other chiefs have lost
their jobs because of options back-
dating, and several have even been
indicted. However indispensable he
may be, the notion that Mr. Jobs
can’t be touched because he’s Steve
Jobs is something terribly corrosive.

If the S.E.C. is coming to the view
that options backdating is just a pec-
cadillo, as Silicon Valley has claimed
all along, it should say so. But if it be-
lieves this is serious stuff, then it
shouldn’t be making excuses for
Steve Jobs, as it appears to be doing.

As for Mr. Jobs, as hard as he’s
worked to convey the image of an
above-the-fray visionary, that’s not
quite the reality, is it? I recently
stumbled across this comment from
him, circa 1985: “I’m at a stage
where I don’t have to do things just to
get by. But then I’ve always been
that way, because I’ve never really
cared about money.” 

Yeah, right.

Weighing Jobs’s Role in a Scandal
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A focus on underlings
and a pass for Apple’s
celebrated chief.

By ERIC FERKENHOFF
CHICAGO, April 27 — A former

audit committee member of Holl-
inger International began testifying
Friday in the criminal trial of Con-
rad M. Black, the former chairman,
with prosecutors portraying her as a
talented economist who had been
duped while the defense suggested
she had failed to carry out her finan-
cial duties. 

The witness, Marie-Josee Kravis,
who was a director for more than 10
years, told the federal jury that Mr.
Black and other company officials
skirted corporate and government
oversight, lining their pockets with
millions of dollars in shareholder
cash to finance a lavish lifestyle that
the government said included costly
birthday parties and trips to second
homes.

Ending the sixth week of testimo-
ny in the fraud trial of Mr. Black and
three former colleagues, Ms. Kravis,
the wife of the financier Henry Krav-
is, exhibited the collected personality
and financial know-how that have
landed her on the society circuit and
boards of several top-tier corpora-
tions, including Seagram & Sons, the
Ford Motor Company and the toy
company Hasbro, as well as the Mu-
seum of Modern Art. 

She testified that Mr. Black, 62, F.
David Radler, his former partner,
and other company officials had sold
off and bought companies with spe-
cial clauses that allowed them to
keep small percentages totaling mil-
lions of dollars for themselves. 

In doing so, Ms. Kravis testified,
the officials violated company proto-
col that dictated detailed scrutiny by
the auditing committee she sat on, as
well as board approval. 

Neither occurred in the open fash-

ion it should have, she said.
As questions began to mount about

the sales, Ms. Kravis asked Mr.
Black to be a little more humble, in
his public and private dealings, she
testified, and in return, Mr. Black
sent her an e-mail message in 2003,
before the criminal investigation
was revealed, assuring her that he,
Mr. Radler and others were doing
business both legally and in the in-
terest of the company’s stockhold-
ers.

Ms. Kravis’s testimony came a

day after another audit committee
member, Richard Burt, testified that
he had been misled by company offi-
cials about management’s dealings
at Hollinger. 

Mr. Black and his top lieutenants
are accused in the case, which is be-
ing tried in Federal District Court in
Chicago, of pocketing more $60 mil-
lion in noncompete payments begin-
ning in the mid-1990s. 

The government has said and Ms.
Kravis echoed the charge Friday,
that the money should have belonged
to shareholders of the company.

Ms. Kravis, who studied econom-
ics in Ottawa, served on Canada’s
largest bank, and did economic re-
search for, among others, the Hud-
son Institute, said: “I was not ad-

vised of the transactions.” The trans-
actions, according to testimony,
were approved by an executive com-
mittee consisting of Mr. Black and
Mr. Radler and one other Hollinger
director, Richard Perle.

She said she did not know why the
payments were made by a commit-
tee rather than the full board.

When first told of the accusations,
Ms. Kravis said she thought they
were inadvertent oversights and ap-
plauded Mr. Black and other compa-
ny officials for admitting mistakes.

In opening their cross-examina-
tion against Ms. Kravis on Friday,
defense lawyers exhibited memos
and e-mail messages they say
showed that she should have known
the agreements were not only rou-
tine but were well documented in
company paperwork.

Although she testified that she
must have seen some memos shown
by the defense in evidence calling at-
tention to noncompete clauses at the
heart of the case, she could not ex-
plain why she had not alerted other
board members or government offi-
cials.

Ms. Kravis testified for about four
hours, with the defense just begin-
ning its cross-examination in her fi-
nal 45 minutes on the stand.

Testimony is expected to continue
next week with the various defend-
ants’ lawyers expected to question
Ms. Kravis. 

The former Illinois governor,
James R Thompson, who, along with
Mr. Burt made up the Hollinger audit
committee, is also scheduled to testi-
fy. 

Mr. Radler, the former president
who has since agreed to prison time
and restitution, could testify next
week as well.

Ex-Hollinger Audit Panel Member Testifies

Company officials
paid for luxury living
with shareholders’
money, a witness says.
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INVESTMENT GRADE

NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3951 2727 1005 219
Advances 1752 1217 455 80
Declines 1803 1246 433 124
Unchanged 137 57 75 5
52 Week High 185 120 39 26
52 Week Low 56 45 8 3
Dollar Volume*     14,486 9,036 3,702 1,748

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

General Electric Capital (GE.GKY) 4.250 Sep 2010 Aaa AAA 97.383 97.188 97.320 –0.259 5.126
SLM (SLM.NQ) 5.000 Oct 2013 A2 A 91.412 88.849 91.412 0.801 6.666
Chrysler (DCX.GD) 7.400 Aug 2097 Baa1 BBB 121.500 120.930 121.500 0.500 6.080
Lehman Brothers Hlds (LEH.GZJ) 5.250 Feb 2012 A1 A+ 100.899 99.816 99.816 –0.087 5.291
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 103.005 100.841 100.916 –0.004 6.116
Sprint Capital (FON.GJ) 6.875 Nov 2028 Baa3 BBB 99.500 98.572 99.308 0.558 6.937
General Electric Capital  (GE.HBO) 5.400 Feb 2017 Aaa AAA 100.471 99.713 100.020 –0.285 5.396
General Electric Capital  (GE.HAZ) 5.250 Oct 2009 Aaa AAA 100.642 100.414 100.414 –0.173 5.070
Bank Of America  (BAC.GWI) 5.300 Mar 2017 Aa1 –– 98.737 98.400 98.400 –0.182 5.511
Sprint Capital (FON.HK) 8.750 Mar 2032 Baa3 BBB 117.573 116.911 117.064 –0.755 7.257

HIGH YIELD

Delta Air Lines (DAL.GJ) 8.300 Dec 2029 –– –– 58.000 54.125 54.562 –6.438 15.650
Ford Motor Credit (F.GLY) 5.700 Jan 2010 B1 B 98.250 96.250 98.250 1.550 6.411
Ford Motor Credit Co (F.GSG) 8.000 Dec 2016 B1 B 99.795 97.688 98.000 –1.250 8.304
Tembec Industries (TBC.GB) 8.625 Jun 2009 Ca CCC– 67.844 62.938 67.500 3.813 30.109
General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 108.000 105.239 107.750 –0.250 7.315
Delta Air Lines (DAL.GI) 7.900 Dec 2009 –– –– 55.500 53.875 54.170 –3.955 N.A.
Tembec Industries (TBC.GC) 8.500 Feb 2011 Ca CCC– 59.000 57.000 59.000 1.375 26.341
Ford Motor (F.GY) 7.450 Jul 2031 Caa1 CCC+ 83.000 78.594 80.250 0.250 9.555
Pioneer Natural Resources Co (PXD.GG) 6.650 Mar 2017 Ba1 BB+ 98.108 97.800 97.857 –2.069 6.952
Northwest Airlines (NWAC.HJ) 10.000 Feb 2009 –– D 84.000 77.938 77.938 –4.313 N.A.

CONVERTIBLES

Omnicare (OCR.GG) 3.250 Dec 2035 B2 BB+ 86.250 82.000 86.250 –2.077 4.067
Sandisk  (SNDK.GC) 1.000 May 2013 –– BB– 87.794 85.934 86.118 –1.263 3.577
Amazon.Com (AMZN.GC) 4.750 Feb 2009 Ba3 B 100.438 99.750 100.313 0.063 4.558
Nabors Industries (NBR.GP) 0.940 May 2011 –– –– 97.563 96.930 97.563 0.483 1.566
Amgen (AMGN.GN) 0.375 Feb 2013 A2 –– 95.000 94.609 94.820 0.467 1.314
Tyco Intl Gp Sa (TYC.OH) 3.125 Jan 2023 Baa3 BBB+ 155.652 149.258 155.151 6.151 N.A.
Symantec  (SYMC.GF) 1.000 Jun 2013 –– –– 109.250 108.248 108.444 –0.181 –0.365
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 108.750 106.000 106.750 –1.375 –0.856
Transocean Sedco Forex (RIG.GN) 1.500 May 2021 Baa1 A– 124.758 124.033 124.758 4.258 –0.234
Yellow (YELL.GG) 5.000 Aug 2023 Ba1 BBB– 132.355 131.652 131.652 –4.339 –3.941
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HIGH YIELD: +7.91%

INVESTMENT GRADE: +5.73%

ASIA/PACIFIC
Australia (Dollar) .8302 .8266 1.2045 1.2097
China (Yuan) .1295 .1294 7.7226 7.7274
Hong Kong (Dollar) .1278 .1279 7.8219 7.8211
India (Rupee) .0245 .0246 40.805 40.675
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008358 .008359 119.65 119.63
Malaysia (Ringgit) .2924 .2924 3.4205 3.4205
New Zealand (Dollar) .7422 .7396 1.3473 1.3520
Pakistan (Rupee) .0165 .0165 60.75 60.73
Philippines (Peso) .0211 .0211 47.47 47.47

EUROPE
Britain (Pound) 1.9970 1.9910 .5007 .5022
Czech Rep (Koruna) .0485 .0484 20.64 20.65
Denmark (Krone) .1831 .1825 5.4610 5.4780
Europe (Euro) 1.3643 1.3601 .7330 .7353
Hungary (Forint) .0056 .0055 179.99 180.90
Norway (Krone) .1679 .1673 5.9558 5.9766
Poland (Zloty) .3620 .3603 2.76 2.78
Russia (Ruble) .0389 .0389 25.7036 25.7367
Slovak Rep (Koruna) .0405 .0405 24.67 24.69
Sweden (Krona) .1494 .1485 6.6956 6.7339
Switzerland (Franc) .8287 .8278 1.2068 1.2079
Turkey (Lira) .7485 .7506 1.3360 1.3323

Canada (Dollar) .8964 .8924 1.1156 1.1205
Dominican Rep (Peso) .0307 .0307 32.55 32.55
Mexico (Peso) .091639 .091512 10.9124 10.9275

Bahrain (Dinar) 2.6520 2.6525 .3771 .3770
Egypt (Pound) .1761 .1760 5.6799 5.6806
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2489 .2487 4.0178 4.0217
Jordan (Dinar) 1.4098 1.4085 .7093 .7100
Kenya (Shilling) .0146 .0146 68.30 68.30
Kuwait (Dinar) 3.4554 3.4584 .2894 .2891
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2667 .2667 3.7495 3.7488
So. Africa (Rand) .1425 .1433 7.0175 6.9786

MIDDLE EAST/AFRICA

Singapore (Dollar) .6589 .6597 1.5176 1.5157
So. Korea (Won) .001076 .001077 929.37 928.51
Taiwan (Dollar) .0300 .0300 33.30 33.32
Thailand (Baht) .03056 .03089 32.72 32.38
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3236 .3238 3.0900 3.0880
Bolivia (Boliviano) .1251 .1251 7.9946 7.9946
Brazil (Real) .4927 .4932 2.0295 2.0274
Chile (Peso) .001898 .001895 526.87 527.70
Colombia (Peso) .000474 .000472 2111.50 2116.50
Paraguay (Guarani) .000199 .000199 5025.13 5025.13
Peru (New Sol) .3120 .3136 3.205 3.189
Uruguay (New Peso) .0417 .0418 23.9751 23.9498

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 63.50 48.70 Jul 07 50.15 50.35 49.30 50.00 + .01 132,289
Lumber CME $/1,000 bd. ft. 323.6 246.3 Jul 07 251.4 251.6 249.4 250.2 ◊ 1.2 5,345

Cocoa NYBOT $/ton 2014 1481 Jul 07 1819 1840 1810 1822 ◊ 1 71,790
Coffee NYBOT ¢/lb 135.80 105.90 Jul 07 106.30 107.90 105.90 107.00 + .25 92,431
Sugar-World NYBOT ¢/lb 18.90 9.12 Jul 07 9.30 9.36 9.12 9.20 ◊ .16 399,505
Sugar-Domestic NYBOT ¢/lb 23.92 19.40 Jul 07    20.92  * 3,348
Orange Juice NYBOT ¢/lb 203.00 145.55 Jul 07 152.25 155.25 152.25 155.10 + 2.10 14,560

Live Cattle CME ¢/lb 99.82 77.80 Jun 07 92.85 93.35 92.52 93.27 + .57 138,042
Feeder Cattle CME ¢/lb 114.00 95.60 Aug 07 110.97 111.75 110.65 111.47 + .50 12,757
Hogs-Lean CME ¢/lb 79.05 60.00 Jun 07 75.35 75.75 74.20 74.57 ◊ .60 84,057
Pork Bellies CME ¢/lb 110.00 88.00 Jul 07 104.75 105.00 102.55 102.90 ◊ 2.00 778

Corn CBT ¢/bushel 393 355 Jul 07 370} 376ø 367ü 373} ◊ 1ø 486,464
Soybeans CBT ¢/bushel 801} 725ø Jul 07 737} 742 733ø 738ø + 3ø 226,679
Soybean Meal CBT $/ton 224.80 196.50 Jul 07 198.10 200.60 197.80 198.20 ◊ 1.80 88,172
Soybean Oil CBT ¢/lb 33.88 31.58 Jul 07 33.45 33.61 32.70 33.45 + .70 174,954
Wheat CBT ¢/bushel 532 433 Jul 07 511ü 520ü 506ü 512ø ◊ 8ø 223,341
Winter Wheat KC ¢/bushel 527 380 Jul 07 501ø 503 497 501} ◊ 2ü 80,564
Oats CBT ¢/bushel 289} 256 Jul 07 266 269ø 265ü 269ø + 4ø 7,046
Rough Rice CBT $/CWT 10.700 10.065 Jul 07 10.290 10.320 10.240 10.315 + .055 5,574

METALS AND ENERGY
Gold CMX $/troy oz. 777.00 465.00 Jun 07 682.70 684.90 673.80 681.80 + 3.80 239,330
Silver CMX ¢/troy oz. 1505.0 990.0 Jul 07 1359.5 1369.0 1336.5 1357.5 + 12.0 64,401
Platinum NYM $/troy oz. 1345.00 1090.00 Jul 07 1294.10 1304.00 1276.10 1293.00 ◊ 10.60 14,416
Palladium NYM $/oz. 402.75 293.00 Jun 07 374.50 376.00 368.00 374.45 + 1.05 18,039
Hi Grade Copper CMX ¢/lb 369.70 167.50 Jul 07 354.20 356.00 345.60 353.25 + 2.35 53,827

Light Sweet Crude NYM $/bbl. 88.70 52.73 Jun 07 66.13 66.70 64.58 66.46 + 1.40 322,863
Gas Blend NYM  2.3750 1.5805 Jun 07 2.2399 2.2650 2.1905 2.2598 + .0509 63,913
Heating Oil NYM ¢/gal 222.75 124.50 Jun 07 191.00 192.00 186.88 191.27 + 2.34 67,049
Natural Gas NYM $/mm btu 10.200 6.521 Jun 07 7.860 7.897 7.535 7.831 + .229 98,647
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Jul 07 — — 4.80 4.79 ◊ 0.01 4.91
Oct 07 — — 4.83 4.82 ◊ 0.01 5.01

Apr 12 2 1002.13 99-14 99-15 +0-01 2.11
Jan 17 2Å 1008.38 101-04 101-05 +0-01 2.24
Jan 27 2Å 1008.38 100-01 100-02 ◊0-03 2.37
Apr 32 3Å 1145.66 120-22 120-23 ◊0-04 2.28

Apr 09 4ø — 99.22 99.23  * 4.64
Apr 12 4ø — 99.19 99.20  * 4.58
Feb 17 4œ — 99.14 99.15 ◊ 0.03 4.69
Feb 37 4} — 97.29 97.30 ◊ 0.08 4.88
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HIGH YIELD: +15.92%

INVESTMENT GRADE: +6.99%
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Construction Spending
Change from
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Feb. ’07 %–2.4
Jan. ’07 –2.3
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Personal Savings Rate
Percent of
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Feb. ’07 %–1.2
Jan. ’07 –1.2
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March ’07 7.3
Feb. ’07 6.8
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Manufacturing Index
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March ’07 50.9
Feb. ’07 52.3

Source: Bloomberg Financial Markets
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Federal funds 5.25 4.75% %

Prime rate 8.25 7.75

15-yr fixed 5.50 5.78

15-yr fixed jumbo 5.76 5.99

30-yr fixed 5.77 6.13

30-yr fixed jumbo 6.10 6.36

5/1 adj. rate 5.52 5.78

5/1 adj. rate jumbo 5.74 5.88

1-year adj. rate 5.59 5.24

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 7.07 6.69% %

$75K line (excellent credit*) 6.75 5.97

$75K loan (good credit*) 7.70 7.61

$75K loan (excellent credit*) 7.49 7.43

Home Equity
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36-mo. used car 7.44 7.50% %

60-mo. new car 6.97 6.71

Auto Loan Rates
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Money-market 3.67 3.10% %

$10K min. money-market 4.03 3.35

6-month CD 4.59 4.23

1-year CD 4.80 4.64

2-year CD 4.75 4.63

5-year IRA CD 4.48 4.71

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.93 517.93
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1303 .1303 7.6724 7.6724
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0547 .0547 18.28 18.28

ONLINE: MORE PRICES AND ANALYSIS
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he felt it wasn’t worth the bad press
to hold onto them. 

Did that mean that Mr. Jobs was
willing to go back to his $1 a year sal-
ary? Hardly. At the same time, he

and the board began nego-
tiating a new package: 7.5
million stock options this
time, at a price of $17.83.

Those options were
agreed to by the board in
August 2001, barely two

months after the Fortune article, but
the final negotiations with Mr. Jobs
weren’t completed until mid-Decem-
ber. 

And although those options also
never paid off for him, and were fi-
nally replaced in 2003 by a huge re-
stricted stock grant, they had enor-
mous consequences. They were one
of two big options grants that ulti-
mately embroiled Apple and its lead-
er in the backdating scandal.

Among other things, an Apple un-
derling created fictitious board min-
utes, two of Mr. Jobs’s closest associ-
ates were forced out of the company
and faced charges brought by the Se-
curities and Exchange Commission,
and Mr. Jobs’s own actions and eth-
ics were brought into question.

Rarely have so many avoidable
problems been created by one man’s
obsession with his own image. Then
again, this is Steve Jobs we’re talk-
ing about.

T
HIS has been quite the week
for Apple shareholders. The
company reported an incred-
ible quarter, with profits up

88 percent, blowing past analysts’ es-
timates. Its stock pushed above $100
a share for the first time ever. (It
closed yesterday at $99.92.) 

And then there was this week’s op-
tions backdating news: The S.E.C.
brought formal charges against Ap-
ple’s former general counsel, Nancy
Heinen, and its former chief finan-
cial officer, Fred Anderson.

(Mr. Anderson settled the charges
against him for $3.5 million without
admitting or denying guilt, while Ms.
Heinen’s lawyers vowed to fight the
charges against her.)

These were the two executives the
Apple board has been pointing the
finger at ever since it completed its
internal investigation last fall. 

The S.E.C. seemed to agree: its
body language this week strongly
suggested that it had zero interest in
pursuing Mr. Jobs.

The agency’s position seems to be
that the financial chief and general
counsel are the ones who are sup-
posed to ensure that options are han-
dled correctly, and therefore both
Mr. Jobs and the Apple board are off
the hook.

But almost immediately upon set-
tling the charges, Mr. Anderson
pointed the finger right back at his
old boss.

Mr. Anderson had been involved in
an options grant that Mr. Jobs made
to his executive team in early 2001 —
it was the second big grant under
scrutiny — and he claimed that he
told Mr. Jobs there might have to be
an accounting charge if the options
were not handled correctly.

There is not much doubt that Mr.
Anderson made his statement this
week because he felt unfairly scape-
goated by Apple and Mr. Jobs.

With all the finger-pointing, it is
difficult to parse whether Mr. Ander-
son, a wealthy, widely respected fig-
ure in Silicon Valley, did something
deserving of government sanction.
What is clear, however, is that Mr.
Jobs does not deserve the free ride

he’s been getting from the Apple
board, the company’s investors and
government regulators. 

I am not saying Mr. Jobs commit-
ted a crime. What I am saying is that
it is pretty obvious by now that he
was extremely involved in both of the
options grants that have become
such problems.

So it is hard to see how he doesn’t
deserve his share of the blame for
what happened.

Let’s start with the “executive
team” grant that Mr. Anderson was
involved in. At the time, Mr. Jobs
was under pressure to make large
grants to key executives to keep
them from leaving. (Remember, this
was the tail end of the dot-com bub-
ble.) The board gave him free rein to
hand out options as he saw fit.

The directors approved the grants,
a total of 4.8 million options, which
were set to go into effect on Jan. 2. 

So far, so good. But then Ms. Hei-
nen suggested the date be changed to
later in January to move it past the
company’s MacWorld event. She
didn’t want it to look as if Apple exec-
utives were taking options in antici-
pation of a stock bump. Mr. Jobs
agreed.

At the end of January, after some
back and forth, he chose Jan. 17 as
the new date, according to an e-mail
message Ms. Heinen sent around at
the time.

The board, in turn, approved the
Jan. 17 options on Feb. 7. By then,
though, Apple’s stock price had in-

deed bumped up, by $3.94 more than
the Jan. 17 strike price. Which
meant, of course, the options had
been backdated, and should have
been both expensed and disclosed.
Neither happened.

There are lots of people in Silicon
Valley who strongly believe that this
sequence of events is hardly worth a
parking ticket, much less a big-time
S.E.C. investigation. But the S.E.C.
clearly viewed it as serious enough
to charge Mr. Anderson.

So why not Mr. Jobs? He’s the one
who made the grants in the first
place. He was clearly involved in
choosing the new date — two weeks
after it had come and gone. And as
chairman of the board, he knew — or
should have known — that the grants
weren’t final until Feb. 7.

To conclude that Mr. Anderson,
but not Mr. Jobs, did something
wrong requires some serious mental
gymnastics. 

Now let’s look at the other grant:
the 7.5 million options to Mr. Jobs
himself. This was the case in which
one of Ms. Heinen’s subordinates
drew up fictitious board minutes to
make it appear that the Apple board
had approved the grant in October
when the real date was December.

(The underling says she was in-
structed to do so by her boss, which
Ms. Heinen denies.) Certainly, you
can’t blame Steve Jobs for that.

What you can blame him for is cre-
ating an atmosphere in which these
things could happen in the first place.

Consider, first, Mr. Jobs’s desire to
replace the 20 million options with
the 7.5 million options. What he was
really trying to do was reprice his op-
tions without actually admitting that

— because repricing would entail an
accounting expense. To avoid the ex-
pense, he was supposed to wait six
months and a day after the cancella-
tion of the first package before Apple
gave him the new package. 

But he was Steve Jobs, and he
wasn’t about to go optionless for six
months and a day.

The Apple directors would later
claim that they didn’t want him to go
optionless either — because then he
would have an incentive to drive
down the stock price until he got his
new options package. (Have you ever
heard a nuttier rationale?)

In any case, Mr. Jobs held onto the
20 million options while negotiating
at length for a better vesting sched-
ule for the 7.5 million. If he had ac-
cepted a normal vesting schedule —
he wound up getting a quarter of his
options vested immediately — the is-
sue would have been avoided.

Instead, the negotiations went on
so long that they bumped into a new
fiscal year, causing all kinds of prob-
lems for people like Nancy Heinen.

You get the strong impression that
nobody dared to say no to Mr. Jobs, a
notoriously difficult and abrasive
chief executive. One imagines the
trepidation of the compensation com-
mittee members — or Ms. Heinen —
in telling him that he couldn’t get a
low option price because the stock
had risen during the negotiations.

So instead, they found a date in Oc-
tober that approximated the stock
price in August — and an underling
created phony board minutes.

What is particularly galling is the
double standard. You hear from lots
of sophisticated investors that it
would be terrible if Mr. Jobs were
forced out at Apple. How, they say,
would that help Apple shareholders?

But lots of other chiefs have lost
their jobs because of options back-
dating, and several have even been
indicted. However indispensable he
may be, the notion that Mr. Jobs
can’t be touched because he’s Steve
Jobs is something terribly corrosive.

If the S.E.C. is coming to the view
that options backdating is just a pec-
cadillo, as Silicon Valley has claimed
all along, it should say so. But if it be-
lieves this is serious stuff, then it
shouldn’t be making excuses for
Steve Jobs, as it appears to be doing.

As for Mr. Jobs, as hard as he’s
worked to convey the image of an
above-the-fray visionary, that’s not
quite the reality, is it? I recently
stumbled across this comment from
him, circa 1985: “I’m at a stage
where I don’t have to do things just to
get by. But then I’ve always been
that way, because I’ve never really
cared about money.” 

Yeah, right.
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A focus on underlings
and a pass for Apple’s
celebrated chief.

By ERIC FERKENHOFF
CHICAGO, April 27 — A former

audit committee member of Holl-
inger International began testifying
Friday in the criminal trial of Con-
rad M. Black, the former chairman,
with prosecutors portraying her as a
talented economist who had been
duped while the defense suggested
she had failed to carry out her finan-
cial duties. 

The witness, Marie-Josee Kravis,
who was a director for more than 10
years, told the federal jury that Mr.
Black and other company officials
skirted corporate and government
oversight, lining their pockets with
millions of dollars in shareholder
cash to finance a lavish lifestyle that
the government said included costly
birthday parties and trips to second
homes.

Ending the sixth week of testimo-
ny in the fraud trial of Mr. Black and
three former colleagues, Ms. Kravis,
the wife of the financier Henry Krav-
is, exhibited the collected personality
and financial know-how that have
landed her on the society circuit and
boards of several top-tier corpora-
tions, including Seagram & Sons, the
Ford Motor Company and the toy
company Hasbro, as well as the Mu-
seum of Modern Art. 

She testified that Mr. Black, 62, F.
David Radler, his former partner,
and other company officials had sold
off and bought companies with spe-
cial clauses that allowed them to
keep small percentages totaling mil-
lions of dollars for themselves. 

In doing so, Ms. Kravis testified,
the officials violated company proto-
col that dictated detailed scrutiny by
the auditing committee she sat on, as
well as board approval. 

Neither occurred in the open fash-

ion it should have, she said.
As questions began to mount about

the sales, Ms. Kravis asked Mr.
Black to be a little more humble, in
his public and private dealings, she
testified, and in return, Mr. Black
sent her an e-mail message in 2003,
before the criminal investigation
was revealed, assuring her that he,
Mr. Radler and others were doing
business both legally and in the in-
terest of the company’s stockhold-
ers.

Ms. Kravis’s testimony came a

day after another audit committee
member, Richard Burt, testified that
he had been misled by company offi-
cials about management’s dealings
at Hollinger. 

Mr. Black and his top lieutenants
are accused in the case, which is be-
ing tried in Federal District Court in
Chicago, of pocketing more $60 mil-
lion in noncompete payments begin-
ning in the mid-1990s. 

The government has said and Ms.
Kravis echoed the charge Friday,
that the money should have belonged
to shareholders of the company.

Ms. Kravis, who studied econom-
ics in Ottawa, served on Canada’s
largest bank, and did economic re-
search for, among others, the Hud-
son Institute, said: “I was not ad-

vised of the transactions.” The trans-
actions, according to testimony,
were approved by an executive com-
mittee consisting of Mr. Black and
Mr. Radler and one other Hollinger
director, Richard Perle.

She said she did not know why the
payments were made by a commit-
tee rather than the full board.

When first told of the accusations,
Ms. Kravis said she thought they
were inadvertent oversights and ap-
plauded Mr. Black and other compa-
ny officials for admitting mistakes.

In opening their cross-examina-
tion against Ms. Kravis on Friday,
defense lawyers exhibited memos
and e-mail messages they say
showed that she should have known
the agreements were not only rou-
tine but were well documented in
company paperwork.

Although she testified that she
must have seen some memos shown
by the defense in evidence calling at-
tention to noncompete clauses at the
heart of the case, she could not ex-
plain why she had not alerted other
board members or government offi-
cials.

Ms. Kravis testified for about four
hours, with the defense just begin-
ning its cross-examination in her fi-
nal 45 minutes on the stand.

Testimony is expected to continue
next week with the various defend-
ants’ lawyers expected to question
Ms. Kravis. 

The former Illinois governor,
James R Thompson, who, along with
Mr. Burt made up the Hollinger audit
committee, is also scheduled to testi-
fy. 

Mr. Radler, the former president
who has since agreed to prison time
and restitution, could testify next
week as well.

Ex-Hollinger Audit Panel Member Testifies

Company officials
paid for luxury living
with shareholders’
money, a witness says.
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By Wednesday morning, the
iPhone tom-toms were beating in
earnest.

They’d been building for some
time, even before Apple’s chief exec-

utive, Steven P. Jobs, an-
nounced at the Macworld
conference that his com-
pany was months away
from unleashing its “revo-
lutionary” hand-held de-
vice, a machine that com-

bined cellphone, music and Internet. 
It sounds so prosaic when I phrase

it like that, but on the Macworld
stage that January morning, Mr.
Jobs screened an iPhone demo, and
it was dazzling — so beautiful and el-
egant it could have been designed by
the gods. Who had ever seen such a
gorgeous screen? Or such amazing
functionality in so slim a package?
Or so many sweet new touches? 

Yesterday evening, the “Jesus
phone,” as some technology bloggers
call it, finally went on sale, with a
hefty price tag of $499 or $599, de-
pending on whether you buy a 4-giga-
byte or an 8-gigabyte iPhone. But it
was Wednesday, really, that the
iPhone hype began building to its
Jobs-orchestrated crescendo. That
was the day the first reviews were
published. There were only four of
them, for Apple had allowed only
four select reviewers, including Wal-
ter S. Mossberg of The Wall Street
Journal and David Pogue of The New
York Times, to take iPhone test
drives.

They all raved. “A beautiful and
breakthrough computer,” wrote Mr.
Mossberg and Katherine Boehret,

his Wall Street Journal aide de camp.
“It does things no phone has ever
done before,” wrote Mr. Pogue.

But Mr. Pogue also pointed out
that “it lacks features found even on
the most basic phones,” and in the
course of his review he listed a num-
ber of drawbacks. It didn’t have
voice dialing. AT&T’s cellular net-
work was so slow for Internet access
it made you long for dial-up. Mr.
Mossberg wrote that you have to
switch to a different keyboard view
— the iPhone has two — every time
you want to insert a comma or peri-
od. How annoying is that? 

But deep in Mr. Pogue’s review
came the paragraph that stopped me
in my tracks. Pointing out that the
iPhone, unique among cellphones,
doesn’t have a removable battery,
Mr. Pogue wrote: “Apple says the
battery starts to lose capacity after
300 to 400 charges. Eventually, you’ll
have to send the phone to Apple for
battery replacement, much as you do
now with an iPod, for a fee.”

Huh? That couldn’t be, could it?
Did Apple really expect people to
mail their iPhones to Apple HQ and
wait for the company to return it
with a new battery? It was bad
enough that the company did that
with the iPod — but a cellphone?
Cellphones have become a critical
part of daily life, something we can
barely do without for an hour, much
less days at a time. Surely, Mr. Jobs
realized that. 

Didn’t he?
When you do what I do for a living,

this sort of question is usually pretty
easy to clear up. You ring up a com-
pany spokesman, and get an answer.
But at Apple, where according to Sili-
con Valley lore even the janitors 
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Nikolay Sorokin was willing to sell
his spot in line at an Apple store
in Manhattan. For others, the pay-
off was getting inside. Page C3.

Continued on Page 4

By DAVID BARBOZA

GUANGZHOU, China, June 29 — A day after
regulators in the United States placed a partial
ban on imports of certain types of seafood from
China, the Chinese government promised Fri-
day to cooperate in tackling its food safety
problems but urged a quick resolution.

In tones that were at times defiant, China
pressed the United States to act promptly and
fairly and cautioned that Chinese seafood prod-
ucts should not be “automatically held and re-
jected indiscriminately.”

In a statement issued late Friday, China’s
top quality watchdog, the General Administra-
tion of Quality Supervision, Inspection and
Quarantine, acknowledged that there were
safety problems with Chinese seafood exports
but also said that it had found similar problems
in food imported from the United States. 

“Just like the U.S. imported food in China,
there are quality problems with aquatic prod-
ucts that are exported to the U.S. by some Chi-
nese enterprises,” the government said in a
statement posted on one of its Web sites. “Chi-
na has cooperated and handled these problems
properly.”

The statement came after the Food and
Drug Administration in the United States said
Thursday that it would effectively block the
sale of five types of farmed fish, including

shrimp and catfish, unless independent testing
proved that the goods were free of contamina-
tion.

China’s sharp response to the restrictions in
the United States sets the stage for what could
be a high-stakes trade dispute over seafood,
one of the fastest-growing segments of the glo-
bal food market.

F.D.A. officials declined to comment on Chi-
na’s response.

China is already the world’s biggest pro-
ducer and exporter of seafood, and a growing
portion of that goes to the United States, which
imports more than 80 percent of its seafood.

But China also has leverage because it is one
of the largest importers of American grain,
and its food market is increasingly enticing to
big American corporations. Indeed, United
States authorities are pressing China to lift a
ban on American beef.

“If I were the Chinese I would not start a
trade war over this,” said Dermot Hayes, a
professor of agricultural economics at Iowa
State University. “They have a huge trade sur-
plus with us, so it’d be like picking a fight with
a rich grandmother. This is a problem that can
easily be solved by scientists.” 

China has an increasingly poor track record 

China Vows Food-Safety Changes 

Xinhua, via Associated Press

China urged the United States to act fairly after it
placed restrictions on certain seafood products.Continued on Page 4

By VIKAS BAJAJ
Bear Stearns moved quickly yes-

terday to replace a senior executive
whose unit ran two hedge funds that
nearly collapsed this month because
of aggressive bets on mortgage secu-
rities.

The executive, Richard A. Marin,
was succeeded as chairman and
chief executive of Bear Stearns As-
set Management by Jeffrey B. Lane,
a vice chairman at Lehman Brothers
and a Wall Street veteran known for
his administrative skills. 

Bear Stearns said Mr. Marin
would remain as a special adviser to
Mr. Lane. Through a spokesman, Mr.
Marin declined to comment.

That Bear Stearns is bringing in a
new leader for its asset management
business, a small but fast-growing di-
vision, was not a surprise; execu-
tives inside the firm had called the
near-collapse of the funds a black
eye dealt to the firm’s reputation for
prudent risk management. What is
striking is how quickly the firm
moved.

In an interview early this week,
the chief executive of Bear Stearns,
James E. Cayne, described the hedge
funds’ problem as a “body blow of
massive proportions.” 

Mr. Lane, who was approached
about the job earlier this week by
Warren J. Spector, a president and
co-chief operating officer at Bear,
knows his new colleagues well. Neu-
berger Berman, an asset manage-
ment firm that Mr. Lane previously
led, held merger talks with Bear
Stearns before it was eventually ac-
quired by Lehman Brothers in 2003.

Shares of Bear Stearns, which un-
til recently had performed better
than those of other investment
banks, have fallen 6.7 percent in the
last two weeks. They closed down 2.8
percent, or $4, to $140 yesterday. 

In addition to Mr. Marin, questions
have arisen about Ralph R. Cioffi,
the manager of the two hedge funds
that had borrowed more than $10 bil-
lion to invest in complex securities
that trade infrequently and are hard 
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By GRETCHEN MORGENSON
Towers Perrin, one of the nation’s

largest executive pay consulting
firms, was subpoenaed yesterday by
a House committee after it failed to
comply with a request for informa-
tion about potential conflicts in its
compensation consulting business. 

Representative Henry A. Wax-
man, the California Democrat who is
chairman of the Committee on Over-
sight and Government Reform, is ex-
amining the potential for conflicts of
interest among pay advisers who
provide other lucrative services to
their corporate clients. 

In May, he asked the largest firms
in the industry for details on their cli-
ent relationships and the revenues
those ties have generated in the last
five years. 

The firms that received the re-
quests included Hewitt Associates;
Watson Wyatt Worldwide; Mercer
Consulting, a unit of Marsh & McLen-
nan; and Towers Perrin. The con-
sultants were given a deadline of
May 29. As of yesterday, Towers had
not provided the requested material.

In a letter sent yesterday to Mark
V. Mactas, chief executive of Towers,
Mr. Waxman wrote, “Although other
firms have made significant efforts
to provide complete responses to the
committee’s inquiry, Towers Perrin
has provided virtually none of the re-
sponsive information.

“I regret that we reached this im-
passe,” Mr. Waxman continued, “and
that the committee had to resort to
compulsory process to obtain infor-
mation on whether Towers Perrin’s
advice to corporate boards on execu-
tive compensation is tainted by con-
flicts of interest.”

A spokesman for Towers, Joseph
P. Conway, confirmed yesterday that
the firm had received the subpoena. 

“It has always been Towers Per-
rin’s intent,” Mr. Conway said, “to
cooperate with the committee con-

Subpoena
For Advisers
On Salaries
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By ANDREW POLLACK

CAMBRIDGE, Mass. — Can an antipsychot-
ic drug from the 1950s be paired with a 1980s anti-
biotic to shrink 21st-century tumors? Might an
anticlotting drug help a steroid relieve arthritis?
How about a cholesterol treatment and a pain re-
liever teaming up to tame diabetes?

Alexis Borisy, the pharmaceutical industry’s master
matchmaker, is betting they can. And if he is right, he
may have found a cheap and quick way to develop a new
cornucopia of medicines. 

Mr. Borisy is the 35-year-old co-founder and chief ex-
ecutive of CombinatoRx, a biotechnology company ded-
icated to the proposition that two old generic drugs can
together make a powerful new medicine, often for an en-
tirely different disease. 

It is too early to tell if Mr. Borisy will succeed
and, indeed, one of his company’s drugs recently
failed in a clinical trial. 

But with drug makers big and small strug-
gling to fill their product pipelines, other biotech-
nology companies are also betting that pairing old

drugs can be a better business than inventing
new ones from scratch — which can take years
and cost hundreds of millions of dollars, with
no guarantee of success. 

For example, Pozen, based in Chapel Hill,
N.C., is developing combination drugs in part-

nerships with the pharmaceutical giants GlaxoSmith-
Kline and AstraZeneca. 

Orexigen Therapeutics of San Diego recently went
public based on the prospects for two combination
drugs it is developing to treat obesity. And Celator
Pharmaceuticals, a privately held company in Prince-
ton, N.J., has raised more than $40 million from venture
capitalists to combine old cancer drugs in a new way.

“We think if we prove this concept clinically we
have an almost unlimited pipeline,” said Andrew S.

Janoff, the chief executive of Celator.
Helping propel the trend is the growing sup-

ply of drugs that have lost patent protection,
providing a lode of material to test for new-

Illustration by The New York Times

Old Drugs
In, New

Ones Out

Continued on Page 5
A blog about the technology
world from reporters for The

New York Times, with insights on
Day 1 of the iPhone, and other topics. 
nytimes.com/bits

Combining Generics
Can Create 

Powerful Treatments

C1N

SATURDAY, JUNE 30, 2007

Nxxx,2007-06-30,C,001,Bs-BK,E1C M Y K

C1Ø N

SATURDAY, JULY 7, 2007

S.& P. 500 1,530.44 U 5.04

Dow industrials 13,611.68 U 45.84

Nasdaq composite 2,666.51 U 9.86

10-yr. Treasury yield 5.18% U 0.04

The euro $1.3621 U 0.0023

Personal Business
Shared Care
Parents are turning to baby-sitting cooperatives as an al-
ternative to baby sitters. C6

Deal for a Single German Chief at EADS C3

UBS Is Tight-Lipped About a Departure C3

Why Asking for Help Is So Hard C5

Employment Report Lifts Market C6

“The fundamental fact is that peo-
ple love television,” said Ralph J.
Roberts a few weeks ago. “And if you
can provide them with more televi-
sion, they love it even more.”

It was a stifling
Wednesday afternoon in
Philadelphia, but sitting at
his desk in a downtown
high-rise, Mr. Roberts
was decked out the way
businessmen used to

dress, back when the executive suite
was still a formal place, with a white
handkerchief peeking out of the front
pocket of an elegant suit. At 87, Mr.
Roberts still has a full head of white
hair, combed back in a way that re-
minded me of Paul Drake, the rakish
sidekick in the old “Perry Mason’’
show.

Some 47 years ago, Ralph Roberts
founded Comcast. He was a middle-
aged man who had recently aban-
doned the belt and suspender busi-
ness, and was looking for something
new. He found it in a tiny company in
Tupelo, Miss., which was erecting a
giant antenna to provide the local cit-
izenry with signals from the televi-
sion stations in Memphis, 90 miles
away. 

At that moment, Mr. Roberts be-
came a cable pioneer. Along with
Ted Turner, John Malone, Charles
Dolan of Cablevision, John Rigas of
Adelphia and a handful of others, he

was one of the men who built the ca-
ble industry, pulling off one of the
more unheralded achievements in
modern business: getting people to
pay for something they had always
assumed would be free. 

Today, most of the cable pioneers
have sold out or retired, or, in the sad
case of Mr. Rigas, gone to jail. But in
his understated Philadelphia way,
Mr. Roberts turned out to have more
ambition than the lot of them, and lo
these many years later, his company
is the biggest cable provider in the
country. It serves around 25 million
subscribers, employs 90,000 people
and will generate an estimated $31
billion in 2007 revenue.

Except that it isn’t his company
anymore. Not really. While Mr. Rob-
erts remains a Comcast director,
Comcast is his son’s company now.
And therein lies a story that is pretty
unusual in corporate America. And
pretty instructive, too.

T
HINK for a minute about the
generational sagas you usu-
ally read about in the busi-
ness pages. Rupert Mur-

doch’s son Lachlan decides he can no
longer work for his father, so he quits
his job as the publisher of The New
York Post. Charles Dolan and his son
James, who control Cablevision, al-
ways seem to be fussing and feuding
about something. Sumner Red-
stone’s daughter Shari has long been
viewed as his heir apparent. But her
octogenarian father can’t bring him-
self to let go of his companies, and he
has a deep need to show the world
who’s boss. Just last fall he publicly
criticized his daughter — even as he
was being sued by his son Brent.
Geesh. 

It’s never been like that with
Ralph Roberts and his son Brian,
who became Comcast’s president in
1990 at the age of 31, and has been
chairman and chief executive since
2004. “Theirs is a relationship of love
and mutual respect,” said David Cal-
houn, a former Pennsylvania politico
who joined the company five years
ago as executive vice president.
“They are incredibly close.” 

Brian Roberts knew he wanted to 
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Tim Shaffer for The New York Times

Brian Roberts, left, and his father,
Ralph Roberts, of Comcast.
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By MICHELINE MAYNARD
DETROIT, July 6 — The United

Automobile Workers union has
cracked open the door a little wider
to the kind of innovative deal on re-
tiree health care benefits that De-
troit auto companies would like to
see.

It also appears to have softened its
stance on dealing with private equity
firms, which could be good news for
Cerberus Capital Partners as it pre-
pares to complete its purchase of the
Chrysler Group.

The two steps came Friday, when
the U.A.W. and the United Steelwork-
ers union reached four-year agree-
ments with the Dana Corporation,
one of the nation’s biggest auto parts
companies, which is operating under
bankruptcy protection.

Those deals help position Dana to
reorganize — and give a glimpse of
the kind of steps the U.A.W. is willing
to consider, at least in the case of
companies in dire straits.

Dana will shift its liability for re-
tiree health care and long-term dis-
ability coverage for other workers to
a trust, called a Voluntary Employee
Benefit Association or V.E.B.A.,
moving the obligation off its books. 

It will contribute about $700 mil-
lion in cash and, once it reorganizes,
$80 million in stock to the trust,
which will be administered by the
unions.

The agreement is similar to one
reached by the Steelworkers at
Goodyear Tire and Rubber Compa-
ny, which set up a trust fund this
year for retiree health care liabil-
ities. Goodyear is investing about $1
billion in stock and cash.

The U.A.W. has agreed to such ar-
rangements in the past to take over
part of retiree health care obliga-
tions, particularly at Navistar,
where it reached a deal in 1992.
There are also partial health care
trusts at General Motors and the 
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By JEREMY W. PETERS

The job market looked much like
the economy as a whole last month:
subdued but strong enough.

The Labor Department said yes-
terday that employers added 132,000
new jobs to their payrolls in June,
maintaining the recent pace of mod-
erate employment growth.

If the June report is any indication,
economists said, the labor market
should continue on a similar path for
the rest of the year.

The Labor Department also re-
ported yesterday that the national
unemployment rate was unchanged
at 4.5 percent for the third consec-
utive month. The employment-pop-
ulation ratio, meanwhile, rose a tenth
of a percentage point, to 63.1 percent.
The figure describes the ratio of em-
ployed people to the working-age
population; a rising number indi-
cates a rising rate of job creation.

Amid its signs of strength, howev-
er, the job market showed several
pockets of weakness. Hiring, for ex-
ample, was concentrated in just a
handful of sectors.

New jobs in education and health
services, leisure and hospitality, and
government totaled 138,000. Other
businesses — in manufacturing, fi-
nance and retailing — either experi-
enced little hiring or cut jobs last
month.

“It’s not as though we’re seeing
steady and broad-based job growth,”
said Richard F. Moody, chief econo-
mist for Mission Residential, a real
estate investment firm in Austin,
Tex. “It’s been fairly concentrated in
a relatively small number of indus-
tries.”

As the economy slowed consider-
ably from the end of 2006 through the
first quarter of this year, it seemed
likely that the malaise would eventu-
ally spread to the job market. But 
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By JEREMY W. PETERS

Snack food companies are placing big-
ger bets on smaller packages. 

In just three years, sales of 100-calorie
packs of crackers, chips, cookies and can-
dy have passed the $20-million-a-year
mark, making them a breakout hit on par
with the SnackWells low-fat fad of the
1990’s. 

But food companies are cramming
store shelves with even more offerings,
and new ones are on the way. Frito-Lay
has started selling 100-calorie servings of
beef jerky. Pepperidge Farm said it was
developing several more 100-calorie vari-
ations of Goldfish and cookies, after roll-
ing out three new ones a couple of weeks

ago. In time for back-to-school, Hershey
said it would offer 100-calorie bags of
Twizzlers, and Nabisco will sell two new
cookies, Alpha-Bits and Animals Choco
Crackers, in 100-calorie packs.

Michael Simon, vice president for
snacks at Pepperidge Farm, a unit of
Campbell Soup, predicts that the market
for these pint-size packages could easily
double because of their simple appeal:
they help consumers eat less without hav-
ing to count calories themselves.

The growing popularity of these snack
packs — sales grew nearly 30 percent last
year — may also be another sign that
some consumers have had their fill of su-
persize food. Just last month, T.G.I. Fri-
day’s, one of the country’s largest restau-

rant chains, said that a new menu option
with smaller servings called Right Por-
tion, Right Price had helped increase
business at its restaurants, at a time
when similar chains are losing custom-
ers.

As a business concept, the idea is sim-
ple. Take an existing product, portion
smaller amounts of it into single-serving
bags, and sell several of the bags for
about the same or more as a regular-size
package. 

Consumers do not seem to mind paying
more even though they are getting fewer
Goldfish. 

“It’s the smaller bite sizes that res-
onate with people,” said Michelle Barry, a
vice president of the Hartman Group, a
food market research firm based in Belle-
vue, Wash. “I don’t think we see a lot of
small sizes in this country. Everything 

Fewer Bites.
Fewer Calories.
Lot More Profit.

Snacks in Small Single-Serving Packs
Aren’t Economical, but People Buy Them

Continued on Page 4

The Cost of Counting Calories

$1.99$5.26Snack food makers like 100-calorie packs because they can charge more per 
ounce of food. For example, a big 6.6-ounce bag of Goldfish costs $1.99, but 
a box of five 100-calorie packs sells for $2.99. It would take 8.8 smaller bags 
of Goldfish to equal the amount of food in the less expensive, larger bag. 
In effect, consumers are paying $5.26 for the same amount.

6.6 oz0.75 oz each

The New York Times

By DAVID BARBOZA

SHANGHAI, July 6 — China made new public
displays on Friday of its efforts to crack down
on defective products, sentencing a former top
drug safety official to death and disclosing an
investigation into cellphone batteries after one
reportedly exploded, killing a man when it
pierced his heart.

The country, facing mounting international
concerns about the quality and safety of goods
made in China, has taken several well-pub-
licized steps in recent months to show its de-
termination to curb the production and export
of unsafe or fraudulent products. It remains un-
clear, however, whether those steps will result
in significant improvements in quality. Still, be-
cause its economic growth has been fueled in
large part by exports, China has a strong incen-
tive to make changes.

In southern Guangdong Province, one of the
world’s biggest electronics manufacturing and
exporting centers, Chinese regulators said that
they had found batteries in Motorola and Nokia
mobile phones that failed safety tests and were
prone to explode under certain conditions.

Motorola and Nokia — two of the world’s big-
gest mobile phone makers — denied the batter-

ies were theirs, suggesting they were counter-
feit.

The batteries had labels that said they were
manufactured by Motorola and the Beijing op-
eration of Sanyo of Japan. Also on Friday, the
state-run news media said that a former high-
ranking official at the top food and drug watch-
dog agency in China had been sentenced to
death for corruption and approving counterfeit
drugs.

The former official, Cao Wenzhuang, was in
charge of drug registration approvals at the
state Food and Drug Administration until 2005.
He was accused of accepting more than $300,000
in bribes from two drug companies and helping
to undermine the public’s confidence.

Mr. Cao’s sentence was handed down by the
No. 1 Intermediate Court in Beijing less than
two months after the same court sentenced Agence France-Presse — Getty Images

China is taking action against the drug industry. A
pharmacist checks stocks at a hospital in Hefei.

China Steps Up Its Safety Efforts 
Charged With Corruption,

Ex-Regulator of Drugs
Is Sentenced to Death 
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By Wednesday morning, the
iPhone tom-toms were beating in
earnest.

They’d been building for some
time, even before Apple’s chief exec-

utive, Steven P. Jobs, an-
nounced at the Macworld
conference that his com-
pany was months away
from unleashing its “revo-
lutionary” hand-held de-
vice, a machine that com-

bined cellphone, music and Internet. 
It sounds so prosaic when I phrase

it like that, but on the Macworld
stage that January morning, Mr.
Jobs screened an iPhone demo, and
it was dazzling — so beautiful and el-
egant it could have been designed by
the gods. Who had ever seen such a
gorgeous screen? Or such amazing
functionality in so slim a package?
Or so many sweet new touches? 

Yesterday evening, the “Jesus
phone,” as some technology bloggers
call it, finally went on sale, with a
hefty price tag of $499 or $599, de-
pending on whether you buy a 4-giga-
byte or an 8-gigabyte iPhone. But it
was Wednesday, really, that the
iPhone hype began building to its
Jobs-orchestrated crescendo. That
was the day the first reviews were
published. There were only four of
them, for Apple had allowed only
four select reviewers, including Wal-
ter S. Mossberg of The Wall Street
Journal and David Pogue of The New
York Times, to take iPhone test
drives.

They all raved. “A beautiful and
breakthrough computer,” wrote Mr.
Mossberg and Katherine Boehret,

his Wall Street Journal aide de camp.
“It does things no phone has ever
done before,” wrote Mr. Pogue.

But Mr. Pogue also pointed out
that “it lacks features found even on
the most basic phones,” and in the
course of his review he listed a num-
ber of drawbacks. It didn’t have
voice dialing. AT&T’s cellular net-
work was so slow for Internet access
it made you long for dial-up. Mr.
Mossberg wrote that you have to
switch to a different keyboard view
— the iPhone has two — every time
you want to insert a comma or peri-
od. How annoying is that? 

But deep in Mr. Pogue’s review
came the paragraph that stopped me
in my tracks. Pointing out that the
iPhone, unique among cellphones,
doesn’t have a removable battery,
Mr. Pogue wrote: “Apple says the
battery starts to lose capacity after
300 to 400 charges. Eventually, you’ll
have to send the phone to Apple for
battery replacement, much as you do
now with an iPod, for a fee.”

Huh? That couldn’t be, could it?
Did Apple really expect people to
mail their iPhones to Apple HQ and
wait for the company to return it
with a new battery? It was bad
enough that the company did that
with the iPod — but a cellphone?
Cellphones have become a critical
part of daily life, something we can
barely do without for an hour, much
less days at a time. Surely, Mr. Jobs
realized that. 

Didn’t he?
When you do what I do for a living,

this sort of question is usually pretty
easy to clear up. You ring up a com-
pany spokesman, and get an answer.
But at Apple, where according to Sili-
con Valley lore even the janitors 
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Nikolay Sorokin was willing to sell
his spot in line at an Apple store
in Manhattan. For others, the pay-
off was getting inside. Page C3.

Continued on Page 4

By DAVID BARBOZA

GUANGZHOU, China, June 29 — A day after
regulators in the United States placed a partial
ban on imports of certain types of seafood from
China, the Chinese government promised Fri-
day to cooperate in tackling its food safety
problems but urged a quick resolution.

In tones that were at times defiant, China
pressed the United States to act promptly and
fairly and cautioned that Chinese seafood prod-
ucts should not be “automatically held and re-
jected indiscriminately.”

In a statement issued late Friday, China’s
top quality watchdog, the General Administra-
tion of Quality Supervision, Inspection and
Quarantine, acknowledged that there were
safety problems with Chinese seafood exports
but also said that it had found similar problems
in food imported from the United States. 

“Just like the U.S. imported food in China,
there are quality problems with aquatic prod-
ucts that are exported to the U.S. by some Chi-
nese enterprises,” the government said in a
statement posted on one of its Web sites. “Chi-
na has cooperated and handled these problems
properly.”

The statement came after the Food and
Drug Administration in the United States said
Thursday that it would effectively block the
sale of five types of farmed fish, including

shrimp and catfish, unless independent testing
proved that the goods were free of contamina-
tion.

China’s sharp response to the restrictions in
the United States sets the stage for what could
be a high-stakes trade dispute over seafood,
one of the fastest-growing segments of the glo-
bal food market.

F.D.A. officials declined to comment on Chi-
na’s response.

China is already the world’s biggest pro-
ducer and exporter of seafood, and a growing
portion of that goes to the United States, which
imports more than 80 percent of its seafood.

But China also has leverage because it is one
of the largest importers of American grain,
and its food market is increasingly enticing to
big American corporations. Indeed, United
States authorities are pressing China to lift a
ban on American beef.

“If I were the Chinese I would not start a
trade war over this,” said Dermot Hayes, a
professor of agricultural economics at Iowa
State University. “They have a huge trade sur-
plus with us, so it’d be like picking a fight with
a rich grandmother. This is a problem that can
easily be solved by scientists.” 

China has an increasingly poor track record 

China Vows Food-Safety Changes 

Xinhua, via Associated Press

China urged the United States to act fairly after it
placed restrictions on certain seafood products.Continued on Page 4

By VIKAS BAJAJ
Bear Stearns moved quickly yes-

terday to replace a senior executive
whose unit ran two hedge funds that
nearly collapsed this month because
of aggressive bets on mortgage secu-
rities.

The executive, Richard A. Marin,
was succeeded as chairman and
chief executive of Bear Stearns As-
set Management by Jeffrey B. Lane,
a vice chairman at Lehman Brothers
and a Wall Street veteran known for
his administrative skills. 

Bear Stearns said Mr. Marin
would remain as a special adviser to
Mr. Lane. Through a spokesman, Mr.
Marin declined to comment.

That Bear Stearns is bringing in a
new leader for its asset management
business, a small but fast-growing di-
vision, was not a surprise; execu-
tives inside the firm had called the
near-collapse of the funds a black
eye dealt to the firm’s reputation for
prudent risk management. What is
striking is how quickly the firm
moved.

In an interview early this week,
the chief executive of Bear Stearns,
James E. Cayne, described the hedge
funds’ problem as a “body blow of
massive proportions.” 

Mr. Lane, who was approached
about the job earlier this week by
Warren J. Spector, a president and
co-chief operating officer at Bear,
knows his new colleagues well. Neu-
berger Berman, an asset manage-
ment firm that Mr. Lane previously
led, held merger talks with Bear
Stearns before it was eventually ac-
quired by Lehman Brothers in 2003.

Shares of Bear Stearns, which un-
til recently had performed better
than those of other investment
banks, have fallen 6.7 percent in the
last two weeks. They closed down 2.8
percent, or $4, to $140 yesterday. 

In addition to Mr. Marin, questions
have arisen about Ralph R. Cioffi,
the manager of the two hedge funds
that had borrowed more than $10 bil-
lion to invest in complex securities
that trade infrequently and are hard 

Bear Stearns
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By GRETCHEN MORGENSON
Towers Perrin, one of the nation’s

largest executive pay consulting
firms, was subpoenaed yesterday by
a House committee after it failed to
comply with a request for informa-
tion about potential conflicts in its
compensation consulting business. 

Representative Henry A. Wax-
man, the California Democrat who is
chairman of the Committee on Over-
sight and Government Reform, is ex-
amining the potential for conflicts of
interest among pay advisers who
provide other lucrative services to
their corporate clients. 

In May, he asked the largest firms
in the industry for details on their cli-
ent relationships and the revenues
those ties have generated in the last
five years. 

The firms that received the re-
quests included Hewitt Associates;
Watson Wyatt Worldwide; Mercer
Consulting, a unit of Marsh & McLen-
nan; and Towers Perrin. The con-
sultants were given a deadline of
May 29. As of yesterday, Towers had
not provided the requested material.

In a letter sent yesterday to Mark
V. Mactas, chief executive of Towers,
Mr. Waxman wrote, “Although other
firms have made significant efforts
to provide complete responses to the
committee’s inquiry, Towers Perrin
has provided virtually none of the re-
sponsive information.

“I regret that we reached this im-
passe,” Mr. Waxman continued, “and
that the committee had to resort to
compulsory process to obtain infor-
mation on whether Towers Perrin’s
advice to corporate boards on execu-
tive compensation is tainted by con-
flicts of interest.”

A spokesman for Towers, Joseph
P. Conway, confirmed yesterday that
the firm had received the subpoena. 

“It has always been Towers Per-
rin’s intent,” Mr. Conway said, “to
cooperate with the committee con-

Subpoena
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On Salaries

Continued on Page 5

By ANDREW POLLACK

CAMBRIDGE, Mass. — Can an antipsychot-
ic drug from the 1950s be paired with a 1980s anti-
biotic to shrink 21st-century tumors? Might an
anticlotting drug help a steroid relieve arthritis?
How about a cholesterol treatment and a pain re-
liever teaming up to tame diabetes?

Alexis Borisy, the pharmaceutical industry’s master
matchmaker, is betting they can. And if he is right, he
may have found a cheap and quick way to develop a new
cornucopia of medicines. 

Mr. Borisy is the 35-year-old co-founder and chief ex-
ecutive of CombinatoRx, a biotechnology company ded-
icated to the proposition that two old generic drugs can
together make a powerful new medicine, often for an en-
tirely different disease. 

It is too early to tell if Mr. Borisy will succeed
and, indeed, one of his company’s drugs recently
failed in a clinical trial. 

But with drug makers big and small strug-
gling to fill their product pipelines, other biotech-
nology companies are also betting that pairing old

drugs can be a better business than inventing
new ones from scratch — which can take years
and cost hundreds of millions of dollars, with
no guarantee of success. 

For example, Pozen, based in Chapel Hill,
N.C., is developing combination drugs in part-

nerships with the pharmaceutical giants GlaxoSmith-
Kline and AstraZeneca. 

Orexigen Therapeutics of San Diego recently went
public based on the prospects for two combination
drugs it is developing to treat obesity. And Celator
Pharmaceuticals, a privately held company in Prince-
ton, N.J., has raised more than $40 million from venture
capitalists to combine old cancer drugs in a new way.

“We think if we prove this concept clinically we
have an almost unlimited pipeline,” said Andrew S.

Janoff, the chief executive of Celator.
Helping propel the trend is the growing sup-

ply of drugs that have lost patent protection,
providing a lode of material to test for new-

Illustration by The New York Times
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By Wednesday morning, the
iPhone tom-toms were beating in
earnest.

They’d been building for some
time, even before Apple’s chief exec-

utive, Steven P. Jobs, an-
nounced at the Macworld
conference that his com-
pany was months away
from unleashing its “revo-
lutionary” hand-held de-
vice, a machine that com-

bined cellphone, music and Internet. 
It sounds so prosaic when I phrase

it like that, but on the Macworld
stage that January morning, Mr.
Jobs screened an iPhone demo, and
it was dazzling — so beautiful and el-
egant it could have been designed by
the gods. Who had ever seen such a
gorgeous screen? Or such amazing
functionality in so slim a package?
Or so many sweet new touches? 

Yesterday evening, the “Jesus
phone,” as some technology bloggers
call it, finally went on sale, with a
hefty price tag of $499 or $599, de-
pending on whether you buy a 4-giga-
byte or an 8-gigabyte iPhone. But it
was Wednesday, really, that the
iPhone hype began building to its
Jobs-orchestrated crescendo. That
was the day the first reviews were
published. There were only four of
them, for Apple had allowed only
four select reviewers, including Wal-
ter S. Mossberg of The Wall Street
Journal and David Pogue of The New
York Times, to take iPhone test
drives.

They all raved. “A beautiful and
breakthrough computer,” wrote Mr.
Mossberg and Katherine Boehret,

his Wall Street Journal aide de camp.
“It does things no phone has ever
done before,” wrote Mr. Pogue.

But Mr. Pogue also pointed out
that “it lacks features found even on
the most basic phones,” and in the
course of his review he listed a num-
ber of drawbacks. It didn’t have
voice dialing. AT&T’s cellular net-
work was so slow for Internet access
it made you long for dial-up. Mr.
Mossberg wrote that you have to
switch to a different keyboard view
— the iPhone has two — every time
you want to insert a comma or peri-
od. How annoying is that? 

But deep in Mr. Pogue’s review
came the paragraph that stopped me
in my tracks. Pointing out that the
iPhone, unique among cellphones,
doesn’t have a removable battery,
Mr. Pogue wrote: “Apple says the
battery starts to lose capacity after
300 to 400 charges. Eventually, you’ll
have to send the phone to Apple for
battery replacement, much as you do
now with an iPod, for a fee.”

Huh? That couldn’t be, could it?
Did Apple really expect people to
mail their iPhones to Apple HQ and
wait for the company to return it
with a new battery? It was bad
enough that the company did that
with the iPod — but a cellphone?
Cellphones have become a critical
part of daily life, something we can
barely do without for an hour, much
less days at a time. Surely, Mr. Jobs
realized that. 

Didn’t he?
When you do what I do for a living,

this sort of question is usually pretty
easy to clear up. You ring up a com-
pany spokesman, and get an answer.
But at Apple, where according to Sili-
con Valley lore even the janitors 
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Nikolay Sorokin was willing to sell
his spot in line at an Apple store
in Manhattan. For others, the pay-
off was getting inside. Page C3.
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By DAVID BARBOZA

GUANGZHOU, China, June 29 — A day after
regulators in the United States placed a partial
ban on imports of certain types of seafood from
China, the Chinese government promised Fri-
day to cooperate in tackling its food safety
problems but urged a quick resolution.

In tones that were at times defiant, China
pressed the United States to act promptly and
fairly and cautioned that Chinese seafood prod-
ucts should not be “automatically held and re-
jected indiscriminately.”

In a statement issued late Friday, China’s
top quality watchdog, the General Administra-
tion of Quality Supervision, Inspection and
Quarantine, acknowledged that there were
safety problems with Chinese seafood exports
but also said that it had found similar problems
in food imported from the United States. 

“Just like the U.S. imported food in China,
there are quality problems with aquatic prod-
ucts that are exported to the U.S. by some Chi-
nese enterprises,” the government said in a
statement posted on one of its Web sites. “Chi-
na has cooperated and handled these problems
properly.”

The statement came after the Food and
Drug Administration in the United States said
Thursday that it would effectively block the
sale of five types of farmed fish, including

shrimp and catfish, unless independent testing
proved that the goods were free of contamina-
tion.

China’s sharp response to the restrictions in
the United States sets the stage for what could
be a high-stakes trade dispute over seafood,
one of the fastest-growing segments of the glo-
bal food market.

F.D.A. officials declined to comment on Chi-
na’s response.

China is already the world’s biggest pro-
ducer and exporter of seafood, and a growing
portion of that goes to the United States, which
imports more than 80 percent of its seafood.

But China also has leverage because it is one
of the largest importers of American grain,
and its food market is increasingly enticing to
big American corporations. Indeed, United
States authorities are pressing China to lift a
ban on American beef.

“If I were the Chinese I would not start a
trade war over this,” said Dermot Hayes, a
professor of agricultural economics at Iowa
State University. “They have a huge trade sur-
plus with us, so it’d be like picking a fight with
a rich grandmother. This is a problem that can
easily be solved by scientists.” 

China has an increasingly poor track record 

China Vows Food-Safety Changes 

Xinhua, via Associated Press

China urged the United States to act fairly after it
placed restrictions on certain seafood products.Continued on Page 4

By VIKAS BAJAJ
Bear Stearns moved quickly yes-

terday to replace a senior executive
whose unit ran two hedge funds that
nearly collapsed this month because
of aggressive bets on mortgage secu-
rities.

The executive, Richard A. Marin,
was succeeded as chairman and
chief executive of Bear Stearns As-
set Management by Jeffrey B. Lane,
a vice chairman at Lehman Brothers
and a Wall Street veteran known for
his administrative skills. 

Bear Stearns said Mr. Marin
would remain as a special adviser to
Mr. Lane. Through a spokesman, Mr.
Marin declined to comment.

That Bear Stearns is bringing in a
new leader for its asset management
business, a small but fast-growing di-
vision, was not a surprise; execu-
tives inside the firm had called the
near-collapse of the funds a black
eye dealt to the firm’s reputation for
prudent risk management. What is
striking is how quickly the firm
moved.

In an interview early this week,
the chief executive of Bear Stearns,
James E. Cayne, described the hedge
funds’ problem as a “body blow of
massive proportions.” 

Mr. Lane, who was approached
about the job earlier this week by
Warren J. Spector, a president and
co-chief operating officer at Bear,
knows his new colleagues well. Neu-
berger Berman, an asset manage-
ment firm that Mr. Lane previously
led, held merger talks with Bear
Stearns before it was eventually ac-
quired by Lehman Brothers in 2003.

Shares of Bear Stearns, which un-
til recently had performed better
than those of other investment
banks, have fallen 6.7 percent in the
last two weeks. They closed down 2.8
percent, or $4, to $140 yesterday. 

In addition to Mr. Marin, questions
have arisen about Ralph R. Cioffi,
the manager of the two hedge funds
that had borrowed more than $10 bil-
lion to invest in complex securities
that trade infrequently and are hard 
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By GRETCHEN MORGENSON
Towers Perrin, one of the nation’s

largest executive pay consulting
firms, was subpoenaed yesterday by
a House committee after it failed to
comply with a request for informa-
tion about potential conflicts in its
compensation consulting business. 

Representative Henry A. Wax-
man, the California Democrat who is
chairman of the Committee on Over-
sight and Government Reform, is ex-
amining the potential for conflicts of
interest among pay advisers who
provide other lucrative services to
their corporate clients. 

In May, he asked the largest firms
in the industry for details on their cli-
ent relationships and the revenues
those ties have generated in the last
five years. 

The firms that received the re-
quests included Hewitt Associates;
Watson Wyatt Worldwide; Mercer
Consulting, a unit of Marsh & McLen-
nan; and Towers Perrin. The con-
sultants were given a deadline of
May 29. As of yesterday, Towers had
not provided the requested material.

In a letter sent yesterday to Mark
V. Mactas, chief executive of Towers,
Mr. Waxman wrote, “Although other
firms have made significant efforts
to provide complete responses to the
committee’s inquiry, Towers Perrin
has provided virtually none of the re-
sponsive information.

“I regret that we reached this im-
passe,” Mr. Waxman continued, “and
that the committee had to resort to
compulsory process to obtain infor-
mation on whether Towers Perrin’s
advice to corporate boards on execu-
tive compensation is tainted by con-
flicts of interest.”

A spokesman for Towers, Joseph
P. Conway, confirmed yesterday that
the firm had received the subpoena. 

“It has always been Towers Per-
rin’s intent,” Mr. Conway said, “to
cooperate with the committee con-
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By ANDREW POLLACK

CAMBRIDGE, Mass. — Can an antipsychot-
ic drug from the 1950s be paired with a 1980s anti-
biotic to shrink 21st-century tumors? Might an
anticlotting drug help a steroid relieve arthritis?
How about a cholesterol treatment and a pain re-
liever teaming up to tame diabetes?

Alexis Borisy, the pharmaceutical industry’s master
matchmaker, is betting they can. And if he is right, he
may have found a cheap and quick way to develop a new
cornucopia of medicines. 

Mr. Borisy is the 35-year-old co-founder and chief ex-
ecutive of CombinatoRx, a biotechnology company ded-
icated to the proposition that two old generic drugs can
together make a powerful new medicine, often for an en-
tirely different disease. 

It is too early to tell if Mr. Borisy will succeed
and, indeed, one of his company’s drugs recently
failed in a clinical trial. 

But with drug makers big and small strug-
gling to fill their product pipelines, other biotech-
nology companies are also betting that pairing old

drugs can be a better business than inventing
new ones from scratch — which can take years
and cost hundreds of millions of dollars, with
no guarantee of success. 

For example, Pozen, based in Chapel Hill,
N.C., is developing combination drugs in part-

nerships with the pharmaceutical giants GlaxoSmith-
Kline and AstraZeneca. 

Orexigen Therapeutics of San Diego recently went
public based on the prospects for two combination
drugs it is developing to treat obesity. And Celator
Pharmaceuticals, a privately held company in Prince-
ton, N.J., has raised more than $40 million from venture
capitalists to combine old cancer drugs in a new way.

“We think if we prove this concept clinically we
have an almost unlimited pipeline,” said Andrew S.

Janoff, the chief executive of Celator.
Helping propel the trend is the growing sup-

ply of drugs that have lost patent protection,
providing a lode of material to test for new-
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By Wednesday morning, the
iPhone tom-toms were beating in
earnest.

They’d been building for some
time, even before Apple’s chief exec-

utive, Steven P. Jobs, an-
nounced at the Macworld
conference that his com-
pany was months away
from unleashing its “revo-
lutionary” hand-held de-
vice, a machine that com-

bined cellphone, music and Internet. 
It sounds so prosaic when I phrase

it like that, but on the Macworld
stage that January morning, Mr.
Jobs screened an iPhone demo, and
it was dazzling — so beautiful and el-
egant it could have been designed by
the gods. Who had ever seen such a
gorgeous screen? Or such amazing
functionality in so slim a package?
Or so many sweet new touches? 

Yesterday evening, the “Jesus
phone,” as some technology bloggers
call it, finally went on sale, with a
hefty price tag of $499 or $599, de-
pending on whether you buy a 4-giga-
byte or an 8-gigabyte iPhone. But it
was Wednesday, really, that the
iPhone hype began building to its
Jobs-orchestrated crescendo. That
was the day the first reviews were
published. There were only four of
them, for Apple had allowed only
four select reviewers, including Wal-
ter S. Mossberg of The Wall Street
Journal and David Pogue of The New
York Times, to take iPhone test
drives.

They all raved. “A beautiful and
breakthrough computer,” wrote Mr.
Mossberg and Katherine Boehret,

his Wall Street Journal aide de camp.
“It does things no phone has ever
done before,” wrote Mr. Pogue.

But Mr. Pogue also pointed out
that “it lacks features found even on
the most basic phones,” and in the
course of his review he listed a num-
ber of drawbacks. It didn’t have
voice dialing. AT&T’s cellular net-
work was so slow for Internet access
it made you long for dial-up. Mr.
Mossberg wrote that you have to
switch to a different keyboard view
— the iPhone has two — every time
you want to insert a comma or peri-
od. How annoying is that? 

But deep in Mr. Pogue’s review
came the paragraph that stopped me
in my tracks. Pointing out that the
iPhone, unique among cellphones,
doesn’t have a removable battery,
Mr. Pogue wrote: “Apple says the
battery starts to lose capacity after
300 to 400 charges. Eventually, you’ll
have to send the phone to Apple for
battery replacement, much as you do
now with an iPod, for a fee.”

Huh? That couldn’t be, could it?
Did Apple really expect people to
mail their iPhones to Apple HQ and
wait for the company to return it
with a new battery? It was bad
enough that the company did that
with the iPod — but a cellphone?
Cellphones have become a critical
part of daily life, something we can
barely do without for an hour, much
less days at a time. Surely, Mr. Jobs
realized that. 

Didn’t he?
When you do what I do for a living,

this sort of question is usually pretty
easy to clear up. You ring up a com-
pany spokesman, and get an answer.
But at Apple, where according to Sili-
con Valley lore even the janitors 
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Nikolay Sorokin was willing to sell
his spot in line at an Apple store
in Manhattan. For others, the pay-
off was getting inside. Page C3.
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By DAVID BARBOZA

GUANGZHOU, China, June 29 — A day after
regulators in the United States placed a partial
ban on imports of certain types of seafood from
China, the Chinese government promised Fri-
day to cooperate in tackling its food safety
problems but urged a quick resolution.

In tones that were at times defiant, China
pressed the United States to act promptly and
fairly and cautioned that Chinese seafood prod-
ucts should not be “automatically held and re-
jected indiscriminately.”

In a statement issued late Friday, China’s
top quality watchdog, the General Administra-
tion of Quality Supervision, Inspection and
Quarantine, acknowledged that there were
safety problems with Chinese seafood exports
but also said that it had found similar problems
in food imported from the United States. 

“Just like the U.S. imported food in China,
there are quality problems with aquatic prod-
ucts that are exported to the U.S. by some Chi-
nese enterprises,” the government said in a
statement posted on one of its Web sites. “Chi-
na has cooperated and handled these problems
properly.”

The statement came after the Food and
Drug Administration in the United States said
Thursday that it would effectively block the
sale of five types of farmed fish, including

shrimp and catfish, unless independent testing
proved that the goods were free of contamina-
tion.

China’s sharp response to the restrictions in
the United States sets the stage for what could
be a high-stakes trade dispute over seafood,
one of the fastest-growing segments of the glo-
bal food market.

F.D.A. officials declined to comment on Chi-
na’s response.

China is already the world’s biggest pro-
ducer and exporter of seafood, and a growing
portion of that goes to the United States, which
imports more than 80 percent of its seafood.

But China also has leverage because it is one
of the largest importers of American grain,
and its food market is increasingly enticing to
big American corporations. Indeed, United
States authorities are pressing China to lift a
ban on American beef.

“If I were the Chinese I would not start a
trade war over this,” said Dermot Hayes, a
professor of agricultural economics at Iowa
State University. “They have a huge trade sur-
plus with us, so it’d be like picking a fight with
a rich grandmother. This is a problem that can
easily be solved by scientists.” 

China has an increasingly poor track record 

China Vows Food-Safety Changes 

Xinhua, via Associated Press

China urged the United States to act fairly after it
placed restrictions on certain seafood products.Continued on Page 4

By VIKAS BAJAJ
Bear Stearns moved quickly yes-

terday to replace a senior executive
whose unit ran two hedge funds that
nearly collapsed this month because
of aggressive bets on mortgage secu-
rities.

The executive, Richard A. Marin,
was succeeded as chairman and
chief executive of Bear Stearns As-
set Management by Jeffrey B. Lane,
a vice chairman at Lehman Brothers
and a Wall Street veteran known for
his administrative skills. 

Bear Stearns said Mr. Marin
would remain as a special adviser to
Mr. Lane. Through a spokesman, Mr.
Marin declined to comment.

That Bear Stearns is bringing in a
new leader for its asset management
business, a small but fast-growing di-
vision, was not a surprise; execu-
tives inside the firm had called the
near-collapse of the funds a black
eye dealt to the firm’s reputation for
prudent risk management. What is
striking is how quickly the firm
moved.

In an interview early this week,
the chief executive of Bear Stearns,
James E. Cayne, described the hedge
funds’ problem as a “body blow of
massive proportions.” 

Mr. Lane, who was approached
about the job earlier this week by
Warren J. Spector, a president and
co-chief operating officer at Bear,
knows his new colleagues well. Neu-
berger Berman, an asset manage-
ment firm that Mr. Lane previously
led, held merger talks with Bear
Stearns before it was eventually ac-
quired by Lehman Brothers in 2003.

Shares of Bear Stearns, which un-
til recently had performed better
than those of other investment
banks, have fallen 6.7 percent in the
last two weeks. They closed down 2.8
percent, or $4, to $140 yesterday. 

In addition to Mr. Marin, questions
have arisen about Ralph R. Cioffi,
the manager of the two hedge funds
that had borrowed more than $10 bil-
lion to invest in complex securities
that trade infrequently and are hard 

Bear Stearns
Shakes Up 
Funds Unit 

Continued on Page 5

By GRETCHEN MORGENSON
Towers Perrin, one of the nation’s

largest executive pay consulting
firms, was subpoenaed yesterday by
a House committee after it failed to
comply with a request for informa-
tion about potential conflicts in its
compensation consulting business. 

Representative Henry A. Wax-
man, the California Democrat who is
chairman of the Committee on Over-
sight and Government Reform, is ex-
amining the potential for conflicts of
interest among pay advisers who
provide other lucrative services to
their corporate clients. 

In May, he asked the largest firms
in the industry for details on their cli-
ent relationships and the revenues
those ties have generated in the last
five years. 

The firms that received the re-
quests included Hewitt Associates;
Watson Wyatt Worldwide; Mercer
Consulting, a unit of Marsh & McLen-
nan; and Towers Perrin. The con-
sultants were given a deadline of
May 29. As of yesterday, Towers had
not provided the requested material.

In a letter sent yesterday to Mark
V. Mactas, chief executive of Towers,
Mr. Waxman wrote, “Although other
firms have made significant efforts
to provide complete responses to the
committee’s inquiry, Towers Perrin
has provided virtually none of the re-
sponsive information.

“I regret that we reached this im-
passe,” Mr. Waxman continued, “and
that the committee had to resort to
compulsory process to obtain infor-
mation on whether Towers Perrin’s
advice to corporate boards on execu-
tive compensation is tainted by con-
flicts of interest.”

A spokesman for Towers, Joseph
P. Conway, confirmed yesterday that
the firm had received the subpoena. 

“It has always been Towers Per-
rin’s intent,” Mr. Conway said, “to
cooperate with the committee con-
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By ANDREW POLLACK

CAMBRIDGE, Mass. — Can an antipsychot-
ic drug from the 1950s be paired with a 1980s anti-
biotic to shrink 21st-century tumors? Might an
anticlotting drug help a steroid relieve arthritis?
How about a cholesterol treatment and a pain re-
liever teaming up to tame diabetes?

Alexis Borisy, the pharmaceutical industry’s master
matchmaker, is betting they can. And if he is right, he
may have found a cheap and quick way to develop a new
cornucopia of medicines. 

Mr. Borisy is the 35-year-old co-founder and chief ex-
ecutive of CombinatoRx, a biotechnology company ded-
icated to the proposition that two old generic drugs can
together make a powerful new medicine, often for an en-
tirely different disease. 

It is too early to tell if Mr. Borisy will succeed
and, indeed, one of his company’s drugs recently
failed in a clinical trial. 

But with drug makers big and small strug-
gling to fill their product pipelines, other biotech-
nology companies are also betting that pairing old

drugs can be a better business than inventing
new ones from scratch — which can take years
and cost hundreds of millions of dollars, with
no guarantee of success. 

For example, Pozen, based in Chapel Hill,
N.C., is developing combination drugs in part-

nerships with the pharmaceutical giants GlaxoSmith-
Kline and AstraZeneca. 

Orexigen Therapeutics of San Diego recently went
public based on the prospects for two combination
drugs it is developing to treat obesity. And Celator
Pharmaceuticals, a privately held company in Prince-
ton, N.J., has raised more than $40 million from venture
capitalists to combine old cancer drugs in a new way.

“We think if we prove this concept clinically we
have an almost unlimited pipeline,” said Andrew S.

Janoff, the chief executive of Celator.
Helping propel the trend is the growing sup-

ply of drugs that have lost patent protection,
providing a lode of material to test for new-
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By Wednesday morning, the
iPhone tom-toms were beating in
earnest.

They’d been building for some
time, even before Apple’s chief exec-

utive, Steven P. Jobs, an-
nounced at the Macworld
conference that his com-
pany was months away
from unleashing its “revo-
lutionary” hand-held de-
vice, a machine that com-

bined cellphone, music and Internet. 
It sounds so prosaic when I phrase

it like that, but on the Macworld
stage that January morning, Mr.
Jobs screened an iPhone demo, and
it was dazzling — so beautiful and el-
egant it could have been designed by
the gods. Who had ever seen such a
gorgeous screen? Or such amazing
functionality in so slim a package?
Or so many sweet new touches? 

Yesterday evening, the “Jesus
phone,” as some technology bloggers
call it, finally went on sale, with a
hefty price tag of $499 or $599, de-
pending on whether you buy a 4-giga-
byte or an 8-gigabyte iPhone. But it
was Wednesday, really, that the
iPhone hype began building to its
Jobs-orchestrated crescendo. That
was the day the first reviews were
published. There were only four of
them, for Apple had allowed only
four select reviewers, including Wal-
ter S. Mossberg of The Wall Street
Journal and David Pogue of The New
York Times, to take iPhone test
drives.

They all raved. “A beautiful and
breakthrough computer,” wrote Mr.
Mossberg and Katherine Boehret,

his Wall Street Journal aide de camp.
“It does things no phone has ever
done before,” wrote Mr. Pogue.

But Mr. Pogue also pointed out
that “it lacks features found even on
the most basic phones,” and in the
course of his review he listed a num-
ber of drawbacks. It didn’t have
voice dialing. AT&T’s cellular net-
work was so slow for Internet access
it made you long for dial-up. Mr.
Mossberg wrote that you have to
switch to a different keyboard view
— the iPhone has two — every time
you want to insert a comma or peri-
od. How annoying is that? 

But deep in Mr. Pogue’s review
came the paragraph that stopped me
in my tracks. Pointing out that the
iPhone, unique among cellphones,
doesn’t have a removable battery,
Mr. Pogue wrote: “Apple says the
battery starts to lose capacity after
300 to 400 charges. Eventually, you’ll
have to send the phone to Apple for
battery replacement, much as you do
now with an iPod, for a fee.”

Huh? That couldn’t be, could it?
Did Apple really expect people to
mail their iPhones to Apple HQ and
wait for the company to return it
with a new battery? It was bad
enough that the company did that
with the iPod — but a cellphone?
Cellphones have become a critical
part of daily life, something we can
barely do without for an hour, much
less days at a time. Surely, Mr. Jobs
realized that. 

Didn’t he?
When you do what I do for a living,

this sort of question is usually pretty
easy to clear up. You ring up a com-
pany spokesman, and get an answer.
But at Apple, where according to Sili-
con Valley lore even the janitors 
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Nikolay Sorokin was willing to sell
his spot in line at an Apple store
in Manhattan. For others, the pay-
off was getting inside. Page C3.
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By DAVID BARBOZA

GUANGZHOU, China, June 29 — A day after
regulators in the United States placed a partial
ban on imports of certain types of seafood from
China, the Chinese government promised Fri-
day to cooperate in tackling its food safety
problems but urged a quick resolution.

In tones that were at times defiant, China
pressed the United States to act promptly and
fairly and cautioned that Chinese seafood prod-
ucts should not be “automatically held and re-
jected indiscriminately.”

In a statement issued late Friday, China’s
top quality watchdog, the General Administra-
tion of Quality Supervision, Inspection and
Quarantine, acknowledged that there were
safety problems with Chinese seafood exports
but also said that it had found similar problems
in food imported from the United States. 

“Just like the U.S. imported food in China,
there are quality problems with aquatic prod-
ucts that are exported to the U.S. by some Chi-
nese enterprises,” the government said in a
statement posted on one of its Web sites. “Chi-
na has cooperated and handled these problems
properly.”

The statement came after the Food and
Drug Administration in the United States said
Thursday that it would effectively block the
sale of five types of farmed fish, including

shrimp and catfish, unless independent testing
proved that the goods were free of contamina-
tion.

China’s sharp response to the restrictions in
the United States sets the stage for what could
be a high-stakes trade dispute over seafood,
one of the fastest-growing segments of the glo-
bal food market.

F.D.A. officials declined to comment on Chi-
na’s response.

China is already the world’s biggest pro-
ducer and exporter of seafood, and a growing
portion of that goes to the United States, which
imports more than 80 percent of its seafood.

But China also has leverage because it is one
of the largest importers of American grain,
and its food market is increasingly enticing to
big American corporations. Indeed, United
States authorities are pressing China to lift a
ban on American beef.

“If I were the Chinese I would not start a
trade war over this,” said Dermot Hayes, a
professor of agricultural economics at Iowa
State University. “They have a huge trade sur-
plus with us, so it’d be like picking a fight with
a rich grandmother. This is a problem that can
easily be solved by scientists.” 

China has an increasingly poor track record 

China Vows Food-Safety Changes 

Xinhua, via Associated Press

China urged the United States to act fairly after it
placed restrictions on certain seafood products.Continued on Page 4

By VIKAS BAJAJ
Bear Stearns moved quickly yes-

terday to replace a senior executive
whose unit ran two hedge funds that
nearly collapsed this month because
of aggressive bets on mortgage secu-
rities.

The executive, Richard A. Marin,
was succeeded as chairman and
chief executive of Bear Stearns As-
set Management by Jeffrey B. Lane,
a vice chairman at Lehman Brothers
and a Wall Street veteran known for
his administrative skills. 

Bear Stearns said Mr. Marin
would remain as a special adviser to
Mr. Lane. Through a spokesman, Mr.
Marin declined to comment.

That Bear Stearns is bringing in a
new leader for its asset management
business, a small but fast-growing di-
vision, was not a surprise; execu-
tives inside the firm had called the
near-collapse of the funds a black
eye dealt to the firm’s reputation for
prudent risk management. What is
striking is how quickly the firm
moved.

In an interview early this week,
the chief executive of Bear Stearns,
James E. Cayne, described the hedge
funds’ problem as a “body blow of
massive proportions.” 

Mr. Lane, who was approached
about the job earlier this week by
Warren J. Spector, a president and
co-chief operating officer at Bear,
knows his new colleagues well. Neu-
berger Berman, an asset manage-
ment firm that Mr. Lane previously
led, held merger talks with Bear
Stearns before it was eventually ac-
quired by Lehman Brothers in 2003.

Shares of Bear Stearns, which un-
til recently had performed better
than those of other investment
banks, have fallen 6.7 percent in the
last two weeks. They closed down 2.8
percent, or $4, to $140 yesterday. 

In addition to Mr. Marin, questions
have arisen about Ralph R. Cioffi,
the manager of the two hedge funds
that had borrowed more than $10 bil-
lion to invest in complex securities
that trade infrequently and are hard 
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By GRETCHEN MORGENSON
Towers Perrin, one of the nation’s

largest executive pay consulting
firms, was subpoenaed yesterday by
a House committee after it failed to
comply with a request for informa-
tion about potential conflicts in its
compensation consulting business. 

Representative Henry A. Wax-
man, the California Democrat who is
chairman of the Committee on Over-
sight and Government Reform, is ex-
amining the potential for conflicts of
interest among pay advisers who
provide other lucrative services to
their corporate clients. 

In May, he asked the largest firms
in the industry for details on their cli-
ent relationships and the revenues
those ties have generated in the last
five years. 

The firms that received the re-
quests included Hewitt Associates;
Watson Wyatt Worldwide; Mercer
Consulting, a unit of Marsh & McLen-
nan; and Towers Perrin. The con-
sultants were given a deadline of
May 29. As of yesterday, Towers had
not provided the requested material.

In a letter sent yesterday to Mark
V. Mactas, chief executive of Towers,
Mr. Waxman wrote, “Although other
firms have made significant efforts
to provide complete responses to the
committee’s inquiry, Towers Perrin
has provided virtually none of the re-
sponsive information.

“I regret that we reached this im-
passe,” Mr. Waxman continued, “and
that the committee had to resort to
compulsory process to obtain infor-
mation on whether Towers Perrin’s
advice to corporate boards on execu-
tive compensation is tainted by con-
flicts of interest.”

A spokesman for Towers, Joseph
P. Conway, confirmed yesterday that
the firm had received the subpoena. 

“It has always been Towers Per-
rin’s intent,” Mr. Conway said, “to
cooperate with the committee con-
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By ANDREW POLLACK

CAMBRIDGE, Mass. — Can an antipsychot-
ic drug from the 1950s be paired with a 1980s anti-
biotic to shrink 21st-century tumors? Might an
anticlotting drug help a steroid relieve arthritis?
How about a cholesterol treatment and a pain re-
liever teaming up to tame diabetes?

Alexis Borisy, the pharmaceutical industry’s master
matchmaker, is betting they can. And if he is right, he
may have found a cheap and quick way to develop a new
cornucopia of medicines. 

Mr. Borisy is the 35-year-old co-founder and chief ex-
ecutive of CombinatoRx, a biotechnology company ded-
icated to the proposition that two old generic drugs can
together make a powerful new medicine, often for an en-
tirely different disease. 

It is too early to tell if Mr. Borisy will succeed
and, indeed, one of his company’s drugs recently
failed in a clinical trial. 

But with drug makers big and small strug-
gling to fill their product pipelines, other biotech-
nology companies are also betting that pairing old

drugs can be a better business than inventing
new ones from scratch — which can take years
and cost hundreds of millions of dollars, with
no guarantee of success. 

For example, Pozen, based in Chapel Hill,
N.C., is developing combination drugs in part-

nerships with the pharmaceutical giants GlaxoSmith-
Kline and AstraZeneca. 

Orexigen Therapeutics of San Diego recently went
public based on the prospects for two combination
drugs it is developing to treat obesity. And Celator
Pharmaceuticals, a privately held company in Prince-
ton, N.J., has raised more than $40 million from venture
capitalists to combine old cancer drugs in a new way.

“We think if we prove this concept clinically we
have an almost unlimited pipeline,” said Andrew S.

Janoff, the chief executive of Celator.
Helping propel the trend is the growing sup-

ply of drugs that have lost patent protection,
providing a lode of material to test for new-
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have to sign nondisclosure agreements,
there is no such thing as a straightforward
answer. There is only spin. 

“Apple will service every battery that
needs to be replaced in an environmental-

ly friendly matter,” said Steve
Dowling, an Apple spokesman.
He went on: “With up to 8 hours
of talk time, 6 hours of Internet
use, 7 hours of video playback
or 24 hours of audio playback
and more than 10 days of stand-

by time, iPhone’s battery life is longer
than any other smartphone.” 

This response didn’t even attempt to an-
swer the question I’d asked him, which
was how Apple planned to service its bat-
teries. But never mind. This is another Ap-
ple innovation: the robotic spokesman,
who says only what he’s been pro-
grammed to say.

With Apple taking the position that the
battery replacement issue was not some-
thing it needed to share with reporters —
much less buyers of the iPhone — I went
elsewhere in search of answers. I talked to
design experts, battery wonks, technology
geeks, and Mr. Mossberg of The Journal,
the dean of technology reviewers.

One thing I wanted to know was why Ap-
ple had made a cellphone without a remov-
able battery in the first place; it seemed
like such an extreme act of consumer un-
friendliness. If the iPod was any guide,

batteries were inevitably going to run
down. With most cellphones, when the bat-
tery has problems, you take it to a store,
buy a new battery, let the salesman pop it
in, and start using it again. Why wasn’t Ap-
ple willing to do that?

“It is about assured obsolescence,” said
Rob Enderle of the Enderle Group, a tech-
nology consulting firm. “That is why they
don’t have a replaceable battery in the
iPod. But the problem here is that the
iPhone will run out of battery life before
the two-year service contract runs out.” 

“Steve Jobs has always worshipped at
the altar of closed systems,” mused Mark
R. Anderson of Strategic News Service, a
technology newsletter. “Go back to the
original MacIntosh. To get into the Mac
computer required factory-only tools.” He
added, “I don’t think it serves the consum-
er.”

Larry Keeley, the president of the inno-
vation and design firm Doblin Inc., had an-
other theory. 

“The real issue is that Steve and Jona-
than Ive” — Apple’s design chief — “have
decided to emphasize sexiness and a dif-
ferent basic experience” over such ho-hum
consumer needs as a replaceable battery.
He was convinced that it was primarily a
design issue; indeed, he thinks Apple is us-
ing a lithium polymer battery in the
iPhone, which can be stretched into differ-
ent shapes — and thus can be tucked into
an extremely thin space. 

The iPhone, Mr. Keeley said, “has been
designed with a lot of consumer sacrifice
problems,” not just the battery but AT&T’s
sluggish network, which Mr. Jobs chose
because a faster network would — how’s
this for circular logic? — drain the battery

too fast.
On the other hand, those who have drunk

from the iPhone Kool-Aid were not re-
motely bothered by the removable battery
issue. My assumption was that if the bat-
tery does indeed last for 300 to 400 charges,
it will probably start to lose its capacity in
about a year, at least for heavy users. Of
course the iPhone warranty also lasts a
year, so if my calculation is right, it means
that the batteries will need to be replaced
just as the warranty runs out. Meaning
that iPhone customers will have to pay for

a new battery instead of getting it free —
just like the iPod.

But maybe I’m being too conspiratorial.
Tim Bajarin of Creative Strategies, a well-
respected technology consultant, told me,
“I think this is much ado over nothing.”
Yes, he said, there would be heavy users
who had to recharge their iPhones every
day, but most people would get two full
years out of their batteries. So it would at
least last as long as the service contract. 

“All I can tell you,” Mr. Mossberg said,
“is that 100 million people bought an iPod
without a replaceable battery.” He quickly
added, “If they had made it with a replace-
able battery, it would have been better.” 

Still, Mr. Mossberg was knocked out by

what he has seen of the iPhone battery so
far — “I watched ‘Pirates of the Caribbe-
an,’ which runs two and a half hours, three
times! On a phone! Can you imagine doing
that on a Treo?” (What I really can’t imag-
ine is watching “Pirates of the Caribbean”
three times.)

One of the battery experts I talked to,
Robert L. Kanode, the chief executive of
Valence Technology, a small company
that is developing a new kind of lithium
battery, said that the technology has ad-
vanced so much — as has the ability of
companies like Apple to manage power in-
side their devices — that it was “perfectly
possible that it will get you to two years.”

So maybe it will get two years. But let’s
think about what that means. Those who
are dismissive of the battery issue are say-
ing, essentially, that when the two years
are up, and the battery needs to be re-
placed, customers will purchase a new and
improved iPhone instead. That’s why it is
a nonissue for them — they are buying into
the idea of assured obsolescence. If all you
want is a new battery after two years —
and don’t lust after whatever new phone
gadget Mr. Jobs has come up with by then
— then you’re just not with it.

Besides, don’t most cellphone users get
a new phone within two years? The an-
swer, of course, is yes. But most cellphone
purchases are heavily discounted — cost-
ing $100 or less — and are tied to an exten-
sion of the service contract. Is Apple really
going to play that game? I’m betting the
answer is no. Buying a new iPhone is going
to be an expensive proposition for the fore-
seeable future — which of course is great
for Apple’s bottom line, but not so great for
its customers.

And what about the people who have
early battery problems? Or those who are
such heavy users of their iPhone that they
need a new battery after a year? The ques-
tion remains, What are they supposed to
do? Go without a cellphone while Apple is
replacing the battery? From where I’m
sitting, this is classic Apple behavior. It is
perfectly happy to sell you the coolest $599
device you’ve ever seen. Just don’t expect
them to be especially helpful when it runs
into problems.

Then again, maybe there is a different
explanation. Maybe Apple itself hasn’t fig-
ure out what to do about the battery re-
placement issue — and is avoiding admit-
ting that by not saying anything. Yester-
day morning, when I got into the office, I
found a voice message from an Apple pub-
lic relations hand named Jennifer Bow-
cock. Mr. Dowling was away, and she
wanted to see if she could answer my bat-
tery questions.

So I asked her the same question I’d
been asking Mr. Dowling: how was Apple
going to handle battery replacement? “I’ll
look into that and get back to you,” she said
cheerily. I could hear someone standing
next to her say: “We’re not talking about
that.”

An hour later, she sent me an e-mail
message. “You asked why the iPhone does
not have a removable battery,” it began.
“With up to 8 hours of talk time, 6 hours of
internet use, 7 hours of video playback, 24
hours of audio playback and 10 days of
standby time, iPhone’s battery life is long-
er than any other smartphone.”

I give up. Have a great launch, Mr. Jobs.
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Apple’s Spin for the iPhone Goes Round and Round and Round and Round 
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Bells and whistles but no
straight answer to basic
queries about the battery. 

TimesSelect: Meet Joe Nocera at
nytimes.com/nocera.

By ERIC DASH
At investor meetings just two

weeks ago, Vernon W. Hill II seemed
upbeat about the prospects for Com-
merce Bancorp, the company he
founded nearly 35 years ago — as
well as his own. 

Mr. Hill and the bank had been
through months of regulatory scru-
tiny into his business dealings with
family members and other company
insiders. He was humbled, according
to someone who met with him then,
though determined to reach a settle-
ment and lead the bank’s rebound.

But last Tuesday, Mr. Hill ap-
peared stunned when the board de-
manded he resign.

“Vernon had expected this to blow
over,” said another person with di-
rect knowledge of the situation. “This
wasn’t a summer storm with flashes
of lightning. This was a four- or five-
force hurricane.”

Commerce publicly announced
yesterday that Mr. Hill, 61, was step-
ping down immediately as chairman
and chief executive. It also said it
had reached separate agreements
with the Office of the Comptroller of
the Currency and the Federal Re-
serve Bank in Philadelphia barring
all related-party business transac-
tions and imposing several govern-

ance reforms. 
The company named three long-

time executives to a new office of the
chairman. The agreements may also
require the company to add three in-
dependent directors to its board.

The shake-up came just five
months after Commerce said that
federal regulators were investigat-
ing Mr. Hill’s business dealings, and
shocked many on Wall Street who be-
lieved that he would never be forced
out. Commerce stock soared 9.4 per-
cent yesterday, to $36.99, as investors
bet Mr. Hill’s departure would make
the company prime takeover bait.

“I have no doubt if they hung the
for-sale sign up, you would have a
line of buyers down the block,” said
Mark T. Fitzgibbon, an analyst at
Sandler O’Neill & Partners. He said
big national banks, regional players,
and private equity firms were all on
the prowl. 

But on a conference call yesterday
morning, Commerce executives sug-
gested there were no immediate
plans to sell. They said the bank
would continue building branches.
And with interest rates rising, ana-
lysts said they have flexibility to be
patient. The bank’s profitability is
expected to improve, suggesting its
market value would rise. 

“The plan here is to stay the

course; this isn’t a company that has
run out of gas,” said Dennis DiFlorio,
Commerce’s new chairman. Still, he
left the door open to potential suitors.
“We’ll look at whatever makes good
strategic sense for the company.”

Mr. Hill’s next move is similarly
unclear. Upon leaving Commerce
next month, he may be entitled to a

severance package worth as much
as $17.3 million, although he and the
board are still negotiating the terms.
He also holds more than 6.1 million
shares of Commerce stock, worth
more than $225.6 million. Colleagues
say his entrepreneurial streak burns
so bright that it is conceivable he
may start another business.

Neither Mr. Hill nor the lawyer
representing him could be reached
yesterday for comment.

Analysts say Mr. Hill’s departure
marked a sad and sudden end to a re-
markable career. 

“He brought to retail banking what
Starbucks brought to coffee,” said
Meredith A. Whitney, an analyst at
CIBC in New York. 

A former real estate developer,
Mr. Hill founded Commerce in 1973
when he opened its first branch in
Southern New Jersey. But over the
next three decades, he turned it into
the fastest-growing retail bank in the
nation by flouting the industry con-
vention. Today, Commerce, based in
Cherry Hill, N.J., has more than 450
branches from New York City to
Washington. 

With a “Burger King approach”
that standardized the look and feel of
Commerce branches, Mr. Hill
brought a retail mindset to banking
that did not exist before. He focused

on collecting deposits rather than
making loans and on improving the
customer experience rather than of-
fering better interest rates. As rival
banks championed the arrival of the
cash machine, he opened friendly,
spacious branches — and kept them
open seven days a week. 

“We believe that this is a retailing
business, and we want to drive as
many customers into our stores as
we can,” Mr. Hill said in an interview
last year. “My competition sees cus-
tomers in stores as costs so they do
things to drive them out.”

He was similarly a maverick
about his business dealings, giving
Commerce the appearance of a pig-
gy bank for insiders instead of a pub-
lic company.

While Mr. Hill survived past gov-
ernment inquiries, federal regula-
tors began reviewing those trans-
actions late last year. 

Critics have long complained
about the bank’s business ties with
firms that are either owned or con-
trolled by Mr. Hill and his wife, Shir-
ley. Most were regularly disclosed in
public filings, making him an un-
likely target for criminal prosecu-
tors but ripe for regulatory action.
Yesterday’s agreements did not end
the federal investigations, according
to a person briefed on the matter.

For years, Commerce leased land
for bank branches from firms that
were owned by Mr. Hill and his fam-
ily trusts; the firms earned about
$1.9 million in annual rent in 2005.
Commerce also had agreements
with businesses run by members of
his family.

InterArch, a firm owned by Shirley
Hill, was paid more than $50 million
over the last 10 years to design and
decorate the bank’s branches. In-
terstate Commercial Real Estate,
where Mr. Hill’s brother and son are
executives, made more than $1 mil-
lion in commissions from Com-
merce-related deals. And the bank
spent hundreds of thousands of dol-
lars over the years at Galloway Na-
tional Golf Club, an 18-hole course
near Atlantic City owned by Mr. Hill.

Under pressure from regulators,
Commerce agreed to end those prac-
tices this month. But as talks intensi-
fied over the last two weeks, the
board concluded that Mr. Hill’s de-
parture was necessary for the gov-
ernment to reach a final deal, ac-
cording to another person briefed on
the negotiations. Commerce’s
growth strategy depends on opening
branches to feed deposits, but reg-
ulators were reluctant to approve
new offices until they reached an
agreement.

Chief Steps Down, and Commerce Bank Agrees to End Business Deals With His Family 

Brendan McDermid/Reuters

Vernon W. Hill II founded Com-
merce Bank in 1973. 

of exporting tainted seafood prod-
ucts to the United States. Time and
again over the last few years, Chi-
nese seafood has tested positive for
carcinogens and excessive antibiotic
residues.

Chinese goods make up about 22
percent of United States seafood im-
ports. But they accounted for about
63 percent of the shipments that
were refused by the F.D.A. last year
for having animal drug residues.

And early this year, the F.D.A. said
it saw a spike in rejections of Chinese
seafood products, particularly cat-
fish, shrimp, eel, basa (which is re-
lated to catfish) and dace (which is
like carp). Those five farm-fished
products are facing new F.D.A. re-
strictions.

Growing concerns about tainted
seafood have come after a string of

recalls involving Chinese products as
varied as pet food, toothpaste, toys
and tires.

The recalls have alarmed mem-
bers of Congress and American con-
sumers and created an ugly side-
show to already tense trade relations
between China and the United States.

China has insisted that its food is
largely safe. But regulators here
have also vowed to overhaul the
country’s food safety regulations and
to step up inspections of exports. But
American regulators have grown im-
patient.

To combat the safety problems in-
volving imported Chinese seafood,
the F.D.A. said Thursday that it
planned to hold all shipments of the
restricted seafood products unless
they are proved to be safe. Until now,
the F.D.A. has only done spot checks
on those and other products, testing
only a tiny fraction of food imports
from China.

In its statement Friday, China said
it was willing to cooperate with Unit-
ed States regulators and even pro-
posed its own system of testing and
certifying the quality of certain food
exports.

Chinese regulators also said that
they were “highly concerned” about
food safety matters and were work-
ing to fix the problem involving taint-
ed seafood exports.

But in striking back at American
regulators, China insisted that food
products made in the United States
also had quality and safety prob-
lems. For instance, this week, China

rejected batches of orange pulp and
apricots from the United Sates, con-
tending that they contained mold, ex-
cessive amounts of bacteria and oth-
er contaminants.

Andrew Kaelin, managing director
of AIS Aqua Foods, a seafood import-
er, said he thought that Chinese reg-
ulations were generally effective but
were simply not enough to control
the huge number of aquaculture pro-
ducers. Consequently, he said, it was
up to importers and processors to
make sure shipments are clean.

“We test all our shipments before
they leave,” he said, explaining that
his company ships primarily Chinese
scallops, calamari and tilapia to the
United States. He said that Chinese
regulators stopped a shipment of his
that contained shrimp on Friday un-
til he could provide the testing pa-
perwork.

Stacey Viera, a spokeswoman for

the National Fisheries Institute,
which represents the American sea-
food industry, said that she expected
the restricted Chinese seafood would
continue to be sold in the United

States. She said, however, that there
might be a delay while importers set
up testing procedures for the sea-
food, which may create a temporary
problem for restaurants and stores.

China Vows, a Bit Defiantly, to Work on Food-Safety Issues 
Continued From First Business Page
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Workers tend to shrimp at a restaurant in Guangzhou, China. Chinese
officials acknowledged safety problems with food exports.

Beijing says some food
the U.S. sends
overseas has flaws. 

By NICK BUNKLEY

DETROIT, June 29 — A year ago,
members of the United Automobile
Workers union who gathered in Las
Vegas brashly reaffirmed their forti-
tude with Bruce Springsteen’s rebel-
lious lyrics, “No retreat, baby, no
surrender.”

This week, less than a month be-
fore the U.A.W. begins negotiating a
new contract with Detroit’s auto-
makers, its members at the Delphi
Corporation voted to accept some of
the largest concessions that the
union has ever given to an employer
— and cuts that its leaders had
vowed to fight, even if a strike
proved necessary.

Workers at Delphi, the bankrupt
auto supplier, agreed to a deal that
cuts many longtime employees’ pay
by almost half and eliminates a 23-
year-old job-security provision
known as the jobs bank.

The deal, which covers 17,000 hour-
ly workers, was supported by 68 per-
cent of Delphi workers who voted,
the U.A.W. said Friday.

To be sure, the agreement, which

was reached this week after two
years of talks and still requires a
bankruptcy judge’s approval, cuts
pay less than Delphi originally de-
manded.

But labor experts say the U.A.W.’s
overwhelming support for the deal
suggests that automakers may be
able to get other union members to
accept cuts this summer.

“The auto industry uses pattern
bargaining,” said Oren M. Levin-
Waldman, a professor at the Metro-
politan College of New York’s Gradu-
ate School for Public Affairs and Ad-
ministration who has written exten-
sively about wage and labor issues.

Pattern bargaining involves the
union’s reaching a deal with one
company, then persuading other em-
ployers to accept the same terms.

“If you make significant conces-
sions on this one, it’s highly probable
that the corporate negotiators will
look to get similar concessions,” Pro-
fessor Levin-Waldman said.

“From management’s standpoint,
they will think they are going into ne-
gotiations from a position of relative
strength.”

Many of those who supported the
wage-cutting agreement say they
had little choice but to do so. Without
a ratified deal, Delphi had asked
Judge Robert D. Drain of Federal
Bankruptcy Court in Manhattan to
impose deeper cuts on workers. 

If that had happened, the U.A.W.’s
president, Ron Gettelfinger, had
threatened to strike, a move that
would have crippled General Motors,
Delphi’s largest customer and for-
mer parent.

“We have trust in our negotiations
and no faith in Judge Drain,” said
Art Reyes, president of U.A.W. Local
651, which represents 1,100 workers
at Delphi’s Flint East plant in Michi-
gan. “Putting this back in his hands
would have been devastating. The
sacrifices that I’m making will be
well worth it.”

Mr. Reyes is one of only about 100
members of Local 651 whose hourly
wages will be cut from the current
$27 to a range of $14.50 to $18. Those
workers were with Delphi before
General Motors spun off the unit in
1999 and have been paid according to
the rates they earned while at G.M.

Most workers at the Flint East fac-
tory, as well as more than three-
fourths of Delphi’s other employees,
were hired on temporary assign-
ments last summer and made per-
manent in November. Their pay will
remain about the same, starting at
$14 an hour; some may even get a
raise.

About 94 percent of those from Lo-
cal 651 who voted Thursday support-
ed the deal, which keeps the plant
open and transfers it back to G.M.’s
portfolio.

“It’s a good agreement — very
good for their families and this com-
munity,” Mr. Reyes said. “Being
back under the umbrella of G.M. is a
comfortable feeling after going
through ‘Hurricane Miller.’ ”

He was referring to the strained
relationship between the U.A.W. and
Delphi’s executive chairman, Robert
S. Miller, who joined Delphi shortly
before it filed for bankruptcy protec-
tion in 2005.

Mr. Gettelfinger has repeatedly
criticized Mr. Miller and Delphi’s
managers for demanding that work-
ers take pay cuts while awarding

themselves bonuses.
The bonuses were a reason the

1,200 workers at Delphi’s plant in
Lockport, N.Y., voted against the
agreement by a nearly 4-to-1 ratio.

Paul Siejak, president of Local 686
in Lockport, one of only four fac-
tories in the United States that Del-
phi plans to keep, said the workers
were “deeply upset” about how much
they would have to give up.

Most are longtime employees who
are on the pay scale with wages that
are being cut the deepest.

“This company had enough money
to pay their lawyers and their execu-
tives, but when it comes down to the
people who build the products and
come in every day to work hard,
they’re asked to take wage and bene-
fit cuts,” Mr. Siejak said.

“People have developed a lifestyle
around a certain wage and benefits.
They have mortgages and kids to put
through college.”

In exchange for accepting the low-
er wages, workers can get three an-
nual “buy down” payments of
$35,000, for a total of $105,000.

They can also elect to take a
buyout of as much as $140,000 to
leave their jobs and give up all bene-
fits except pensions. Those already
eligible to retire could accept an in-
centive of $35,000 to retire with full
benefits.

The payments will be financed
largely by G.M., which expects its li-
ability for Delphi’s bankruptcy to
reach $7 billion.

The agreement lets Delphi elim-
inate the jobs bank, a provision in
Detroit automakers’ contracts that
allowed workers to receive most of
their pay after being laid off.

Instead, a layoff would result in
severance pay of $1,500 for every
month of service, to a maximum of
$40,000.

The decision to toss out the jobs
bank at Delphi comes about four
weeks before the U.A.W. is scheduled
to open national contract talks with
G.M., the Ford Motor Company and
the Chrysler Group.

Executives at those companies
also want to eliminate the jobs bank
as they seek to become more com-
petitive with foreign carmakers.

Auto Workers Make Major Concessions, Including Pay Cuts, at Delphi, Large Parts Supplier 
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have to sign nondisclosure agreements,
there is no such thing as a straightforward
answer. There is only spin. 

“Apple will service every battery that
needs to be replaced in an environmental-

ly friendly matter,” said Steve
Dowling, an Apple spokesman.
He went on: “With up to 8 hours
of talk time, 6 hours of Internet
use, 7 hours of video playback
or 24 hours of audio playback
and more than 10 days of stand-

by time, iPhone’s battery life is longer
than any other smartphone.” 

This response didn’t even attempt to an-
swer the question I’d asked him, which
was how Apple planned to service its bat-
teries. But never mind. This is another Ap-
ple innovation: the robotic spokesman,
who says only what he’s been pro-
grammed to say.

With Apple taking the position that the
battery replacement issue was not some-
thing it needed to share with reporters —
much less buyers of the iPhone — I went
elsewhere in search of answers. I talked to
design experts, battery wonks, technology
geeks, and Mr. Mossberg of The Journal,
the dean of technology reviewers.

One thing I wanted to know was why Ap-
ple had made a cellphone without a remov-
able battery in the first place; it seemed
like such an extreme act of consumer un-
friendliness. If the iPod was any guide,

batteries were inevitably going to run
down. With most cellphones, when the bat-
tery has problems, you take it to a store,
buy a new battery, let the salesman pop it
in, and start using it again. Why wasn’t Ap-
ple willing to do that?

“It is about assured obsolescence,” said
Rob Enderle of the Enderle Group, a tech-
nology consulting firm. “That is why they
don’t have a replaceable battery in the
iPod. But the problem here is that the
iPhone will run out of battery life before
the two-year service contract runs out.” 

“Steve Jobs has always worshipped at
the altar of closed systems,” mused Mark
R. Anderson of Strategic News Service, a
technology newsletter. “Go back to the
original MacIntosh. To get into the Mac
computer required factory-only tools.” He
added, “I don’t think it serves the consum-
er.”

Larry Keeley, the president of the inno-
vation and design firm Doblin Inc., had an-
other theory. 

“The real issue is that Steve and Jona-
than Ive” — Apple’s design chief — “have
decided to emphasize sexiness and a dif-
ferent basic experience” over such ho-hum
consumer needs as a replaceable battery.
He was convinced that it was primarily a
design issue; indeed, he thinks Apple is us-
ing a lithium polymer battery in the
iPhone, which can be stretched into differ-
ent shapes — and thus can be tucked into
an extremely thin space. 

The iPhone, Mr. Keeley said, “has been
designed with a lot of consumer sacrifice
problems,” not just the battery but AT&T’s
sluggish network, which Mr. Jobs chose
because a faster network would — how’s
this for circular logic? — drain the battery

too fast.
On the other hand, those who have drunk

from the iPhone Kool-Aid were not re-
motely bothered by the removable battery
issue. My assumption was that if the bat-
tery does indeed last for 300 to 400 charges,
it will probably start to lose its capacity in
about a year, at least for heavy users. Of
course the iPhone warranty also lasts a
year, so if my calculation is right, it means
that the batteries will need to be replaced
just as the warranty runs out. Meaning
that iPhone customers will have to pay for

a new battery instead of getting it free —
just like the iPod.

But maybe I’m being too conspiratorial.
Tim Bajarin of Creative Strategies, a well-
respected technology consultant, told me,
“I think this is much ado over nothing.”
Yes, he said, there would be heavy users
who had to recharge their iPhones every
day, but most people would get two full
years out of their batteries. So it would at
least last as long as the service contract. 

“All I can tell you,” Mr. Mossberg said,
“is that 100 million people bought an iPod
without a replaceable battery.” He quickly
added, “If they had made it with a replace-
able battery, it would have been better.” 

Still, Mr. Mossberg was knocked out by

what he has seen of the iPhone battery so
far — “I watched ‘Pirates of the Caribbe-
an,’ which runs two and a half hours, three
times! On a phone! Can you imagine doing
that on a Treo?” (What I really can’t imag-
ine is watching “Pirates of the Caribbean”
three times.)

One of the battery experts I talked to,
Robert L. Kanode, the chief executive of
Valence Technology, a small company
that is developing a new kind of lithium
battery, said that the technology has ad-
vanced so much — as has the ability of
companies like Apple to manage power in-
side their devices — that it was “perfectly
possible that it will get you to two years.”

So maybe it will get two years. But let’s
think about what that means. Those who
are dismissive of the battery issue are say-
ing, essentially, that when the two years
are up, and the battery needs to be re-
placed, customers will purchase a new and
improved iPhone instead. That’s why it is
a nonissue for them — they are buying into
the idea of assured obsolescence. If all you
want is a new battery after two years —
and don’t lust after whatever new phone
gadget Mr. Jobs has come up with by then
— then you’re just not with it.

Besides, don’t most cellphone users get
a new phone within two years? The an-
swer, of course, is yes. But most cellphone
purchases are heavily discounted — cost-
ing $100 or less — and are tied to an exten-
sion of the service contract. Is Apple really
going to play that game? I’m betting the
answer is no. Buying a new iPhone is going
to be an expensive proposition for the fore-
seeable future — which of course is great
for Apple’s bottom line, but not so great for
its customers.

And what about the people who have
early battery problems? Or those who are
such heavy users of their iPhone that they
need a new battery after a year? The ques-
tion remains, What are they supposed to
do? Go without a cellphone while Apple is
replacing the battery? From where I’m
sitting, this is classic Apple behavior. It is
perfectly happy to sell you the coolest $599
device you’ve ever seen. Just don’t expect
them to be especially helpful when it runs
into problems.

Then again, maybe there is a different
explanation. Maybe Apple itself hasn’t fig-
ure out what to do about the battery re-
placement issue — and is avoiding admit-
ting that by not saying anything. Yester-
day morning, when I got into the office, I
found a voice message from an Apple pub-
lic relations hand named Jennifer Bow-
cock. Mr. Dowling was away, and she
wanted to see if she could answer my bat-
tery questions.

So I asked her the same question I’d
been asking Mr. Dowling: how was Apple
going to handle battery replacement? “I’ll
look into that and get back to you,” she said
cheerily. I could hear someone standing
next to her say: “We’re not talking about
that.”

An hour later, she sent me an e-mail
message. “You asked why the iPhone does
not have a removable battery,” it began.
“With up to 8 hours of talk time, 6 hours of
internet use, 7 hours of video playback, 24
hours of audio playback and 10 days of
standby time, iPhone’s battery life is long-
er than any other smartphone.”

I give up. Have a great launch, Mr. Jobs.
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Apple’s Spin for the iPhone Goes Round and Round and Round and Round 
Continued From First Business Page

Bells and whistles but no
straight answer to basic
queries about the battery. 

TimesSelect: Meet Joe Nocera at
nytimes.com/nocera.

By ERIC DASH
At investor meetings just two

weeks ago, Vernon W. Hill II seemed
upbeat about the prospects for Com-
merce Bancorp, the company he
founded nearly 35 years ago — as
well as his own. 

Mr. Hill and the bank had been
through months of regulatory scru-
tiny into his business dealings with
family members and other company
insiders. He was humbled, according
to someone who met with him then,
though determined to reach a settle-
ment and lead the bank’s rebound.

But last Tuesday, Mr. Hill ap-
peared stunned when the board de-
manded he resign.

“Vernon had expected this to blow
over,” said another person with di-
rect knowledge of the situation. “This
wasn’t a summer storm with flashes
of lightning. This was a four- or five-
force hurricane.”

Commerce publicly announced
yesterday that Mr. Hill, 61, was step-
ping down immediately as chairman
and chief executive. It also said it
had reached separate agreements
with the Office of the Comptroller of
the Currency and the Federal Re-
serve Bank in Philadelphia barring
all related-party business transac-
tions and imposing several govern-

ance reforms. 
The company named three long-

time executives to a new office of the
chairman. The agreements may also
require the company to add three in-
dependent directors to its board.

The shake-up came just five
months after Commerce said that
federal regulators were investigat-
ing Mr. Hill’s business dealings, and
shocked many on Wall Street who be-
lieved that he would never be forced
out. Commerce stock soared 9.4 per-
cent yesterday, to $36.99, as investors
bet Mr. Hill’s departure would make
the company prime takeover bait.

“I have no doubt if they hung the
for-sale sign up, you would have a
line of buyers down the block,” said
Mark T. Fitzgibbon, an analyst at
Sandler O’Neill & Partners. He said
big national banks, regional players,
and private equity firms were all on
the prowl. 

But on a conference call yesterday
morning, Commerce executives sug-
gested there were no immediate
plans to sell. They said the bank
would continue building branches.
And with interest rates rising, ana-
lysts said they have flexibility to be
patient. The bank’s profitability is
expected to improve, suggesting its
market value would rise. 

“The plan here is to stay the

course; this isn’t a company that has
run out of gas,” said Dennis DiFlorio,
Commerce’s new chairman. Still, he
left the door open to potential suitors.
“We’ll look at whatever makes good
strategic sense for the company.”

Mr. Hill’s next move is similarly
unclear. Upon leaving Commerce
next month, he may be entitled to a

severance package worth as much
as $17.3 million, although he and the
board are still negotiating the terms.
He also holds more than 6.1 million
shares of Commerce stock, worth
more than $225.6 million. Colleagues
say his entrepreneurial streak burns
so bright that it is conceivable he
may start another business.

Neither Mr. Hill nor the lawyer
representing him could be reached
yesterday for comment.

Analysts say Mr. Hill’s departure
marked a sad and sudden end to a re-
markable career. 

“He brought to retail banking what
Starbucks brought to coffee,” said
Meredith A. Whitney, an analyst at
CIBC in New York. 

A former real estate developer,
Mr. Hill founded Commerce in 1973
when he opened its first branch in
Southern New Jersey. But over the
next three decades, he turned it into
the fastest-growing retail bank in the
nation by flouting the industry con-
vention. Today, Commerce, based in
Cherry Hill, N.J., has more than 450
branches from New York City to
Washington. 

With a “Burger King approach”
that standardized the look and feel of
Commerce branches, Mr. Hill
brought a retail mindset to banking
that did not exist before. He focused

on collecting deposits rather than
making loans and on improving the
customer experience rather than of-
fering better interest rates. As rival
banks championed the arrival of the
cash machine, he opened friendly,
spacious branches — and kept them
open seven days a week. 

“We believe that this is a retailing
business, and we want to drive as
many customers into our stores as
we can,” Mr. Hill said in an interview
last year. “My competition sees cus-
tomers in stores as costs so they do
things to drive them out.”

He was similarly a maverick
about his business dealings, giving
Commerce the appearance of a pig-
gy bank for insiders instead of a pub-
lic company.

While Mr. Hill survived past gov-
ernment inquiries, federal regula-
tors began reviewing those trans-
actions late last year. 

Critics have long complained
about the bank’s business ties with
firms that are either owned or con-
trolled by Mr. Hill and his wife, Shir-
ley. Most were regularly disclosed in
public filings, making him an un-
likely target for criminal prosecu-
tors but ripe for regulatory action.
Yesterday’s agreements did not end
the federal investigations, according
to a person briefed on the matter.

For years, Commerce leased land
for bank branches from firms that
were owned by Mr. Hill and his fam-
ily trusts; the firms earned about
$1.9 million in annual rent in 2005.
Commerce also had agreements
with businesses run by members of
his family.

InterArch, a firm owned by Shirley
Hill, was paid more than $50 million
over the last 10 years to design and
decorate the bank’s branches. In-
terstate Commercial Real Estate,
where Mr. Hill’s brother and son are
executives, made more than $1 mil-
lion in commissions from Com-
merce-related deals. And the bank
spent hundreds of thousands of dol-
lars over the years at Galloway Na-
tional Golf Club, an 18-hole course
near Atlantic City owned by Mr. Hill.

Under pressure from regulators,
Commerce agreed to end those prac-
tices this month. But as talks intensi-
fied over the last two weeks, the
board concluded that Mr. Hill’s de-
parture was necessary for the gov-
ernment to reach a final deal, ac-
cording to another person briefed on
the negotiations. Commerce’s
growth strategy depends on opening
branches to feed deposits, but reg-
ulators were reluctant to approve
new offices until they reached an
agreement.

Chief Steps Down, and Commerce Bank Agrees to End Business Deals With His Family 

Brendan McDermid/Reuters

Vernon W. Hill II founded Com-
merce Bank in 1973. 

of exporting tainted seafood prod-
ucts to the United States. Time and
again over the last few years, Chi-
nese seafood has tested positive for
carcinogens and excessive antibiotic
residues.

Chinese goods make up about 22
percent of United States seafood im-
ports. But they accounted for about
63 percent of the shipments that
were refused by the F.D.A. last year
for having animal drug residues.

And early this year, the F.D.A. said
it saw a spike in rejections of Chinese
seafood products, particularly cat-
fish, shrimp, eel, basa (which is re-
lated to catfish) and dace (which is
like carp). Those five farm-fished
products are facing new F.D.A. re-
strictions.

Growing concerns about tainted
seafood have come after a string of

recalls involving Chinese products as
varied as pet food, toothpaste, toys
and tires.

The recalls have alarmed mem-
bers of Congress and American con-
sumers and created an ugly side-
show to already tense trade relations
between China and the United States.

China has insisted that its food is
largely safe. But regulators here
have also vowed to overhaul the
country’s food safety regulations and
to step up inspections of exports. But
American regulators have grown im-
patient.

To combat the safety problems in-
volving imported Chinese seafood,
the F.D.A. said Thursday that it
planned to hold all shipments of the
restricted seafood products unless
they are proved to be safe. Until now,
the F.D.A. has only done spot checks
on those and other products, testing
only a tiny fraction of food imports
from China.

In its statement Friday, China said
it was willing to cooperate with Unit-
ed States regulators and even pro-
posed its own system of testing and
certifying the quality of certain food
exports.

Chinese regulators also said that
they were “highly concerned” about
food safety matters and were work-
ing to fix the problem involving taint-
ed seafood exports.

But in striking back at American
regulators, China insisted that food
products made in the United States
also had quality and safety prob-
lems. For instance, this week, China

rejected batches of orange pulp and
apricots from the United Sates, con-
tending that they contained mold, ex-
cessive amounts of bacteria and oth-
er contaminants.

Andrew Kaelin, managing director
of AIS Aqua Foods, a seafood import-
er, said he thought that Chinese reg-
ulations were generally effective but
were simply not enough to control
the huge number of aquaculture pro-
ducers. Consequently, he said, it was
up to importers and processors to
make sure shipments are clean.

“We test all our shipments before
they leave,” he said, explaining that
his company ships primarily Chinese
scallops, calamari and tilapia to the
United States. He said that Chinese
regulators stopped a shipment of his
that contained shrimp on Friday un-
til he could provide the testing pa-
perwork.

Stacey Viera, a spokeswoman for

the National Fisheries Institute,
which represents the American sea-
food industry, said that she expected
the restricted Chinese seafood would
continue to be sold in the United

States. She said, however, that there
might be a delay while importers set
up testing procedures for the sea-
food, which may create a temporary
problem for restaurants and stores.

China Vows, a Bit Defiantly, to Work on Food-Safety Issues 
Continued From First Business Page

Michael Lassman/Bloomberg News

Workers tend to shrimp at a restaurant in Guangzhou, China. Chinese
officials acknowledged safety problems with food exports.

Beijing says some food
the U.S. sends
overseas has flaws. 

By NICK BUNKLEY

DETROIT, June 29 — A year ago,
members of the United Automobile
Workers union who gathered in Las
Vegas brashly reaffirmed their forti-
tude with Bruce Springsteen’s rebel-
lious lyrics, “No retreat, baby, no
surrender.”

This week, less than a month be-
fore the U.A.W. begins negotiating a
new contract with Detroit’s auto-
makers, its members at the Delphi
Corporation voted to accept some of
the largest concessions that the
union has ever given to an employer
— and cuts that its leaders had
vowed to fight, even if a strike
proved necessary.

Workers at Delphi, the bankrupt
auto supplier, agreed to a deal that
cuts many longtime employees’ pay
by almost half and eliminates a 23-
year-old job-security provision
known as the jobs bank.

The deal, which covers 17,000 hour-
ly workers, was supported by 68 per-
cent of Delphi workers who voted,
the U.A.W. said Friday.

To be sure, the agreement, which

was reached this week after two
years of talks and still requires a
bankruptcy judge’s approval, cuts
pay less than Delphi originally de-
manded.

But labor experts say the U.A.W.’s
overwhelming support for the deal
suggests that automakers may be
able to get other union members to
accept cuts this summer.

“The auto industry uses pattern
bargaining,” said Oren M. Levin-
Waldman, a professor at the Metro-
politan College of New York’s Gradu-
ate School for Public Affairs and Ad-
ministration who has written exten-
sively about wage and labor issues.

Pattern bargaining involves the
union’s reaching a deal with one
company, then persuading other em-
ployers to accept the same terms.

“If you make significant conces-
sions on this one, it’s highly probable
that the corporate negotiators will
look to get similar concessions,” Pro-
fessor Levin-Waldman said.

“From management’s standpoint,
they will think they are going into ne-
gotiations from a position of relative
strength.”

Many of those who supported the
wage-cutting agreement say they
had little choice but to do so. Without
a ratified deal, Delphi had asked
Judge Robert D. Drain of Federal
Bankruptcy Court in Manhattan to
impose deeper cuts on workers. 

If that had happened, the U.A.W.’s
president, Ron Gettelfinger, had
threatened to strike, a move that
would have crippled General Motors,
Delphi’s largest customer and for-
mer parent.

“We have trust in our negotiations
and no faith in Judge Drain,” said
Art Reyes, president of U.A.W. Local
651, which represents 1,100 workers
at Delphi’s Flint East plant in Michi-
gan. “Putting this back in his hands
would have been devastating. The
sacrifices that I’m making will be
well worth it.”

Mr. Reyes is one of only about 100
members of Local 651 whose hourly
wages will be cut from the current
$27 to a range of $14.50 to $18. Those
workers were with Delphi before
General Motors spun off the unit in
1999 and have been paid according to
the rates they earned while at G.M.

Most workers at the Flint East fac-
tory, as well as more than three-
fourths of Delphi’s other employees,
were hired on temporary assign-
ments last summer and made per-
manent in November. Their pay will
remain about the same, starting at
$14 an hour; some may even get a
raise.

About 94 percent of those from Lo-
cal 651 who voted Thursday support-
ed the deal, which keeps the plant
open and transfers it back to G.M.’s
portfolio.

“It’s a good agreement — very
good for their families and this com-
munity,” Mr. Reyes said. “Being
back under the umbrella of G.M. is a
comfortable feeling after going
through ‘Hurricane Miller.’ ”

He was referring to the strained
relationship between the U.A.W. and
Delphi’s executive chairman, Robert
S. Miller, who joined Delphi shortly
before it filed for bankruptcy protec-
tion in 2005.

Mr. Gettelfinger has repeatedly
criticized Mr. Miller and Delphi’s
managers for demanding that work-
ers take pay cuts while awarding

themselves bonuses.
The bonuses were a reason the

1,200 workers at Delphi’s plant in
Lockport, N.Y., voted against the
agreement by a nearly 4-to-1 ratio.

Paul Siejak, president of Local 686
in Lockport, one of only four fac-
tories in the United States that Del-
phi plans to keep, said the workers
were “deeply upset” about how much
they would have to give up.

Most are longtime employees who
are on the pay scale with wages that
are being cut the deepest.

“This company had enough money
to pay their lawyers and their execu-
tives, but when it comes down to the
people who build the products and
come in every day to work hard,
they’re asked to take wage and bene-
fit cuts,” Mr. Siejak said.

“People have developed a lifestyle
around a certain wage and benefits.
They have mortgages and kids to put
through college.”

In exchange for accepting the low-
er wages, workers can get three an-
nual “buy down” payments of
$35,000, for a total of $105,000.

They can also elect to take a
buyout of as much as $140,000 to
leave their jobs and give up all bene-
fits except pensions. Those already
eligible to retire could accept an in-
centive of $35,000 to retire with full
benefits.

The payments will be financed
largely by G.M., which expects its li-
ability for Delphi’s bankruptcy to
reach $7 billion.

The agreement lets Delphi elim-
inate the jobs bank, a provision in
Detroit automakers’ contracts that
allowed workers to receive most of
their pay after being laid off.

Instead, a layoff would result in
severance pay of $1,500 for every
month of service, to a maximum of
$40,000.

The decision to toss out the jobs
bank at Delphi comes about four
weeks before the U.A.W. is scheduled
to open national contract talks with
G.M., the Ford Motor Company and
the Chrysler Group.

Executives at those companies
also want to eliminate the jobs bank
as they seek to become more com-
petitive with foreign carmakers.

Auto Workers Make Major Concessions, Including Pay Cuts, at Delphi, Large Parts Supplier 
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“The primary reason I was in fa-
vor of the deal,” said Elisabeth Goth
Chelberg on Wednesday, “is because
I did not think that family ownership
was ever going to be in the best inter-

est of the company.” She
paused for a second, and
then offered a small, sad
correction. “I mean this
family ownership.”

“I just didn’t realize
that they were so disor-

ganized,” said Rupert Murdoch on
Thursday. He shook his head in won-
der. “I thought we would have a ra-
tional series of meetings. They didn’t
want that.”

Ms. Chelberg is a striking 43-year-
old woman who lives half time in
Prague, where her husband is an en-
trepreneur, and half time near Lex-
ington, Ky., where she raises show
horses that she rides, with immense
success, in competitions all over the
world. Rupert Murdoch, of course, is
a 76-year-old, Australian-born cap-
tain of industry who has spent his
adult life single-mindedly building
the News Corporation into a domi-
nant global media company. 

In other words, it would be hard to
find an unlikelier pair of allies. But
Ms. Chelberg is also a Bancroft, and
over the last three months, as her
family flagellated itself over wheth-
er to sell its beloved Wall Street
Journal to Mr. Murdoch, Ms. Chel-
berg never wavered. Yes, her family
had owned The Journal’s publisher,
Dow Jones, for 105 years, and yes, it
was a source of immense pride. But
her fundamental belief was that her
family had long since forfeited the
right to own the asset. Benign neglect
does not true ownership make.

Ms. Chelberg did not have a vote in
the sale to Mr. Murdoch; her 800,000
shares were held in a trust controlled
by her uncle, Christopher Bancroft,
who fiercely opposed selling to Mr.
Murdoch, fearing that he would de-

stroy the paper’s editorial independ-
ence. But she played a big role none-
theless. Indeed, it is not too much to
say that this all started with her, 10
years ago. And what she started, Mr.
Murdoch finished, as enough family
members finally agreed to sell to
him early this week. As the dust be-
gan to settle, I went to see them both.

“I really went to a lot of trouble 10
years ago,” Ms. Chelberg said with a
laugh as we sat at her dining room
table in Kentucky. She had dug up
some papers for me. One was a Janu-
ary 1997 letter to her family, implor-
ing them to “act as the owners we
are.” Several were legal bills:
$73,000 in January 1997, $94,000 in
April. “That went on for two years,”
she said with a grimace.

Ms. Chelberg was 33 then, single, a
recovering alcoholic whose mother,
Bettina Bancroft, had died the year
before, leaving her an inheritance.
Virtually all of it was in Dow Jones
stock, some of which was in trust and
some of which she owned outright.
Not knowing a thing about the com-
pany — not really knowing anything
about business — Ms. Chelberg de-
cided she needed to understand this
asset she now owned. As she wrote in
that same 1997 letter, “I was very
disturbed to discover that my invest-
ment in what I had been taught to
consider an unassailable company
had diminished in value — by ap-
proximately 40 percent from its 1987
peak to its recent levels.”

Her search to understand what
was wrong at Dow Jones caused her
to seek out Warren E. Buffett, among
others. She learned how other media
companies had surpassed Dow
Jones. She came up with a list of pos-
sible new board members. She even
asked to go on the board herself. Her
goal was never to see the company
sold; rather it was to rouse her fam-
ily, to make them realize that simply 
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Many wonder how The Wall
Street Journal will change now.

Continued on Page 8

By JEREMY W. PETERS
Job creation slackened last month,

extending a trend of softening em-
ployment growth that mirrors the
modestly downward path of the econ-
omy.

At the same time, the national un-
employment rate edged up, to 4.6
percent from 4.5 percent, the govern-
ment said yesterday in its monthly
jobs report.

Although the labor market is hold-
ing up well by most measures — lay-
offs are not widespread and wages
are rising — economists said job
growth appears likely to continue
slowing for the rest of the year. 

How modest the deceleration in
the labor market will be is unclear,
but the employment picture will de-
termine how solidly the economy can
stand up in the months ahead. 

The housing market is in an unre-
lenting state of decline, with uncer-
tainty growing over how much fur-
ther credit markets will tighten, and
the outlook for the economy is be-
coming cloudier by the day. The un-
ease was echoed yesterday on Wall
Street, where stocks suffered some
of their sharpest losses of the year.

“The labor market as of now is
O.K.,” said Joseph LaVorgna, chief
United States economist with
Deutsche Bank. “But the issue is, will
the current rate of job growth sus-
tain income at a fast enough rate to
offset the other factors in the econ-
omy that don’t look so good?” 

Wages are still up over the past
year. In July, workers in nonman-
agement jobs, who make up about
four-fifths of the work force, earned
an average of $17.45 an hour, the gov-
ernment said. That is 1.4 percent
higher, after adjusting for inflation,
than the average of $17.20 in July
2006.

But the average wage peaked at
$17.52 in February and has since fall-
en. In recent months, the growth in
nominal wages — the numbers peo-
ple see in their paychecks — has
slowed somewhat, while inflation has
jumped. That raises the question of
whether consumer spending, the en-

Jobs Growth
Slid in July,
Echoing Drift

Continued on Page 4

By GRETCHEN MORGENSON 
and WALT BOGDANICH

The Securities and Exchange
Commission bungled a promising in-
vestigation two years ago into suspi-
cious trading at Pequot Capital Man-
agement, a giant hedge fund, ac-
cording to the final report released
yesterday by Congressional investi-
gators looking into the matter. 

Among the commission’s failings,
the report said, were delays in the
Pequot investigation, disclosure of
sensitive case information by high-
level S.E.C. officials to lawyers for
those under scrutiny, a detrimental
narrowing of its scope after a meet-
ing with a Pequot lawyer, and the ap-
pearance of “undue deference” to a
prominent Wall Street executive that
resulted in the postponement of his
interview until after the case’s stat-
ute of limitations had expired. 

The 108-page report by the Senate
Finance and Judiciary committees
under the leadership of Charles E.
Grassley, Republican of Iowa, and
Arlen Specter, Republican of Penn-
sylvania, caps a yearlong investiga-
tion into the S.E.C.’s firing of Gary J.
Aguirre, a former staff lawyer, in
September 2005. 

Mr. Aguirre, who led the commis-
sion’s investigation into suspect trad-
ing by Pequot and its founder, Arthur
J. Samberg, was fired after he com-
plained that superiors had thwarted
his efforts by barring his interview of
John J. Mack, currently the chief ex-
ecutive of Morgan Stanley and a
close friend of Mr. Samberg.

Mr. Mack was asked to testify be-
fore the S.E.C. last summer after Mr.
Aguirre’s allegations had become
public and Congress had begun in-
vestigating the commission’s han-
dling of the matter. The S.E.C. closed
the Pequot inquiry last fall without 

S.E.C. Erred
On Pequot,
Report Says 

Continued on Page 4

By ANGEL JENNINGS
A month ago, Brandy McDowell

sat down with her longtime friend,
Kezia Chandler, and told her she had
switched cellphone carriers. Their
relationship has not been the same
since. 

Now, they barely speak. Ms.
Chandler rushes Ms. McDowell off
the phone when she calls during her
lunch break. And long conversations
about schoolwork and relationship
woes have been reduced to sound
bites. 

Maybe they should blame the cell-
phone carriers. The carriers, after
all, set up plans that encourage sub-
scribers to talk mainly to people in
the same network. The companies
say they are simply trying to recruit
and retain customers. 

But what was set up as a purely
business strategy is having an unin-
tentional social effect. It is dividing
the people who share informal bonds
and bringing together those who
have formal networks of cellphone
“friends.”

That is most true for people young-
er than 25 because they are the ones

who see the cellphone as an exten-
sion of themselves. They are con-
stantly sending text messages, mak-
ing calls, checking the time, schedul-
ing appointments, calculating math,

taking photos, playing games or look-
ing up something on the Internet. 

Those who talk the most on the
phone are ages 18 to 24, according to
a study of cellphone use by Telephia
Inc., a San Francisco research firm
that follows cellphone trends. In the
first quarter of 2007, this group sent
and received on average 290 calls a
month, the study found. Text mes-
saging was highest, Telephia said,
among 13- to 17-year-olds, who aver-
aged 435 messages a month. 

By contrast, cellphone users 45 to

54 years old spoke on the phone 194
times, on average, a month and sent
only 57 text messages.

David S. Hachen, an associate pro-
fessor of sociology at the University
of Notre Dame who looked at cell-
phone use and its effects on people’s
relationships, said he had found that
cellphone networks tend to be a re-
flection of friendship networks.

“Friendship networks,” he said,
“tend to be larger in younger groups,
but they have weaker ties with those
they talk with. But as they get older,
the networks are smaller and they
have stronger ties.”

Some experts worry that cell-
phones will replace face-to-face con-
tact, said Scott Campbell, who teach-
es communication studies at the Uni-
versity of Michigan.

But after he conducted research
on the impact of cellphones on social
networks, Mr. Campbell said he con-
cluded that cellphones actually en-
hanced the bonds between users. 

“Who young people talk to says
something symbolically about who 

What’s Good for a Business Can Be Hard on Friends
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My Cellphone, Myself
Mobile phone companies’ plans 
that encourage people to connect 
within their system have had a 
bigger social impact on young 
people, who use their cellphones to 
reach a wider circle of friends than 
do older people. 
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By KATIE HAFNER
Robert Masello used to laugh at

his parents when he went out to
eat with them. If the restaurant
had a menu with pictures, his fa-
ther would point to any vaguely
appealing image. For his farsight-
ed mother, Mr. Masello, in his
teens at the time, would hold the
menu up from across the table.

Oh, how the tables have turned.
Now when Mr. Masello, 54, goes
out to restaurants with friends, es-
pecially places with lighting that
is easy on wrinkles but hard on vi-
sion, “it looks like an all-night
study group,” said Mr. Masello, a
novelist in Santa Monica, Calif.
“We’re taking off our glasses and
rubbing our eyes, hunching over

the menus with puzzled expres-
sions, signaling the waiter for
flashlights and candles.”

As baby boomers grope their
way through middle age, they are
encountering the daily indignities
that accompany a downward slide
in visual acuity: trying to read a
road map in a car at night; cell-
phones designed for 20-year-old
eyes; the minuscule letters on a
bottle of aspirin; nutrition infor-
mation squeezed onto a bag of
peanuts.

And unlike their parents and
grandparents, they are not shy
about expressing their displeas-
ure, in some cases, taking matters

Kitra Cahana/The New York Times

Their Parents’ Eyes
That Fading Vision Brings Injustices Into Focus

Continued on Page 6

Corinne McCormack in the
office/showroom of her

eyewear business on West
36th Street.
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“The fundamental fact is that peo-
ple love television,” said Ralph J.
Roberts a few weeks ago. “And if you
can provide them with more televi-
sion, they love it even more.”

It was a stifling
Wednesday afternoon in
Philadelphia, but sitting at
his desk in a downtown
high-rise, Mr. Roberts
was decked out the way
businessmen used to

dress, back when the executive suite
was still a formal place, with a white
handkerchief peeking out of the front
pocket of an elegant suit. At 87, Mr.
Roberts still has a full head of white
hair, combed back in a way that re-
minded me of Paul Drake, the rakish
sidekick in the old “Perry Mason’’
show.

Some 47 years ago, Ralph Roberts
founded Comcast. He was a middle-
aged man who had recently aban-
doned the belt and suspender busi-
ness, and was looking for something
new. He found it in a tiny company in
Tupelo, Miss., which was erecting a
giant antenna to provide the local cit-
izenry with signals from the televi-
sion stations in Memphis, 90 miles
away. 

At that moment, Mr. Roberts be-
came a cable pioneer. Along with
Ted Turner, John Malone, Charles
Dolan of Cablevision, John Rigas of
Adelphia and a handful of others, he

was one of the men who built the ca-
ble industry, pulling off one of the
more unheralded achievements in
modern business: getting people to
pay for something they had always
assumed would be free. 

Today, most of the cable pioneers
have sold out or retired, or, in the sad
case of Mr. Rigas, gone to jail. But in
his understated Philadelphia way,
Mr. Roberts turned out to have more
ambition than the lot of them, and lo
these many years later, his company
is the biggest cable provider in the
country. It serves around 25 million
subscribers, employs 90,000 people
and will generate an estimated $31
billion in 2007 revenue.

Except that it isn’t his company
anymore. Not really. While Mr. Rob-
erts remains a Comcast director,
Comcast is his son’s company now.
And therein lies a story that is pretty
unusual in corporate America. And
pretty instructive, too.

T
HINK for a minute about the
generational sagas you usu-
ally read about in the busi-
ness pages. Rupert Mur-

doch’s son Lachlan decides he can no
longer work for his father, so he quits
his job as the publisher of The New
York Post. Charles Dolan and his son
James, who control Cablevision, al-
ways seem to be fussing and feuding
about something. Sumner Red-
stone’s daughter Shari has long been
viewed as his heir apparent. But her
octogenarian father can’t bring him-
self to let go of his companies, and he
has a deep need to show the world
who’s boss. Just last fall he publicly
criticized his daughter — even as he
was being sued by his son Brent.
Geesh. 

It’s never been like that with
Ralph Roberts and his son Brian,
who became Comcast’s president in
1990 at the age of 31, and has been
chairman and chief executive since
2004. “Theirs is a relationship of love
and mutual respect,” said David Cal-
houn, a former Pennsylvania politico
who joined the company five years
ago as executive vice president.
“They are incredibly close.” 

Brian Roberts knew he wanted to 
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Tim Shaffer for The New York Times

Brian Roberts, left, and his father,
Ralph Roberts, of Comcast.
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By MICHELINE MAYNARD
DETROIT, July 6 — The United

Automobile Workers union has
cracked open the door a little wider
to the kind of innovative deal on re-
tiree health care benefits that De-
troit auto companies would like to
see.

It also appears to have softened its
stance on dealing with private equity
firms, which could be good news for
Cerberus Capital Partners as it pre-
pares to complete its purchase of the
Chrysler Group.

The two steps came Friday, when
the U.A.W. and the United Steelwork-
ers union reached four-year agree-
ments with the Dana Corporation,
one of the nation’s biggest auto parts
companies, which is operating under
bankruptcy protection.

Those deals help position Dana to
reorganize — and give a glimpse of
the kind of steps the U.A.W. is willing
to consider, at least in the case of
companies in dire straits.

Dana will shift its liability for re-
tiree health care and long-term dis-
ability coverage for other workers to
a trust, called a Voluntary Employee
Benefit Association or V.E.B.A.,
moving the obligation off its books. 

It will contribute about $700 mil-
lion in cash and, once it reorganizes,
$80 million in stock to the trust,
which will be administered by the
unions.

The agreement is similar to one
reached by the Steelworkers at
Goodyear Tire and Rubber Compa-
ny, which set up a trust fund this
year for retiree health care liabil-
ities. Goodyear is investing about $1
billion in stock and cash.

The U.A.W. has agreed to such ar-
rangements in the past to take over
part of retiree health care obliga-
tions, particularly at Navistar,
where it reached a deal in 1992.
There are also partial health care
trusts at General Motors and the 

U.A.W. Pact
With Dana
Suggests 
Softer Stance
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By JEREMY W. PETERS

The job market looked much like
the economy as a whole last month:
subdued but strong enough.

The Labor Department said yes-
terday that employers added 132,000
new jobs to their payrolls in June,
maintaining the recent pace of mod-
erate employment growth.

If the June report is any indication,
economists said, the labor market
should continue on a similar path for
the rest of the year.

The Labor Department also re-
ported yesterday that the national
unemployment rate was unchanged
at 4.5 percent for the third consec-
utive month. The employment-pop-
ulation ratio, meanwhile, rose a tenth
of a percentage point, to 63.1 percent.
The figure describes the ratio of em-
ployed people to the working-age
population; a rising number indi-
cates a rising rate of job creation.

Amid its signs of strength, howev-
er, the job market showed several
pockets of weakness. Hiring, for ex-
ample, was concentrated in just a
handful of sectors.

New jobs in education and health
services, leisure and hospitality, and
government totaled 138,000. Other
businesses — in manufacturing, fi-
nance and retailing — either experi-
enced little hiring or cut jobs last
month.

“It’s not as though we’re seeing
steady and broad-based job growth,”
said Richard F. Moody, chief econo-
mist for Mission Residential, a real
estate investment firm in Austin,
Tex. “It’s been fairly concentrated in
a relatively small number of indus-
tries.”

As the economy slowed consider-
ably from the end of 2006 through the
first quarter of this year, it seemed
likely that the malaise would eventu-
ally spread to the job market. But 

Jobs Report
Finds Growth
Still Moderate
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By JEREMY W. PETERS

Snack food companies are placing big-
ger bets on smaller packages. 

In just three years, sales of 100-calorie
packs of crackers, chips, cookies and can-
dy have passed the $20-million-a-year
mark, making them a breakout hit on par
with the SnackWells low-fat fad of the
1990’s. 

But food companies are cramming
store shelves with even more offerings,
and new ones are on the way. Frito-Lay
has started selling 100-calorie servings of
beef jerky. Pepperidge Farm said it was
developing several more 100-calorie vari-
ations of Goldfish and cookies, after roll-
ing out three new ones a couple of weeks

ago. In time for back-to-school, Hershey
said it would offer 100-calorie bags of
Twizzlers, and Nabisco will sell two new
cookies, Alpha-Bits and Animals Choco
Crackers, in 100-calorie packs.

Michael Simon, vice president for
snacks at Pepperidge Farm, a unit of
Campbell Soup, predicts that the market
for these pint-size packages could easily
double because of their simple appeal:
they help consumers eat less without hav-
ing to count calories themselves.

The growing popularity of these snack
packs — sales grew nearly 30 percent last
year — may also be another sign that
some consumers have had their fill of su-
persize food. Just last month, T.G.I. Fri-
day’s, one of the country’s largest restau-

rant chains, said that a new menu option
with smaller servings called Right Por-
tion, Right Price had helped increase
business at its restaurants, at a time
when similar chains are losing custom-
ers.

As a business concept, the idea is sim-
ple. Take an existing product, portion
smaller amounts of it into single-serving
bags, and sell several of the bags for
about the same or more as a regular-size
package. 

Consumers do not seem to mind paying
more even though they are getting fewer
Goldfish. 

“It’s the smaller bite sizes that res-
onate with people,” said Michelle Barry, a
vice president of the Hartman Group, a
food market research firm based in Belle-
vue, Wash. “I don’t think we see a lot of
small sizes in this country. Everything 

Fewer Bites.
Fewer Calories.
Lot More Profit.

Snacks in Small Single-Serving Packs
Aren’t Economical, but People Buy Them

Continued on Page 4

The Cost of Counting Calories

$1.99$5.26Snack food makers like 100-calorie packs because they can charge more per 
ounce of food. For example, a big 6.6-ounce bag of Goldfish costs $1.99, but 
a box of five 100-calorie packs sells for $2.99. It would take 8.8 smaller bags 
of Goldfish to equal the amount of food in the less expensive, larger bag. 
In effect, consumers are paying $5.26 for the same amount.

6.6 oz0.75 oz each

The New York Times

By DAVID BARBOZA

SHANGHAI, July 6 — China made new public
displays on Friday of its efforts to crack down
on defective products, sentencing a former top
drug safety official to death and disclosing an
investigation into cellphone batteries after one
reportedly exploded, killing a man when it
pierced his heart.

The country, facing mounting international
concerns about the quality and safety of goods
made in China, has taken several well-pub-
licized steps in recent months to show its de-
termination to curb the production and export
of unsafe or fraudulent products. It remains un-
clear, however, whether those steps will result
in significant improvements in quality. Still, be-
cause its economic growth has been fueled in
large part by exports, China has a strong incen-
tive to make changes.

In southern Guangdong Province, one of the
world’s biggest electronics manufacturing and
exporting centers, Chinese regulators said that
they had found batteries in Motorola and Nokia
mobile phones that failed safety tests and were
prone to explode under certain conditions.

Motorola and Nokia — two of the world’s big-
gest mobile phone makers — denied the batter-

ies were theirs, suggesting they were counter-
feit.

The batteries had labels that said they were
manufactured by Motorola and the Beijing op-
eration of Sanyo of Japan. Also on Friday, the
state-run news media said that a former high-
ranking official at the top food and drug watch-
dog agency in China had been sentenced to
death for corruption and approving counterfeit
drugs.

The former official, Cao Wenzhuang, was in
charge of drug registration approvals at the
state Food and Drug Administration until 2005.
He was accused of accepting more than $300,000
in bribes from two drug companies and helping
to undermine the public’s confidence.

Mr. Cao’s sentence was handed down by the
No. 1 Intermediate Court in Beijing less than
two months after the same court sentenced Agence France-Presse — Getty Images

China is taking action against the drug industry. A
pharmacist checks stocks at a hospital in Hefei.

China Steps Up Its Safety Efforts 
Charged With Corruption,

Ex-Regulator of Drugs
Is Sentenced to Death 
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“The primary reason I was in fa-
vor of the deal,” said Elisabeth Goth
Chelberg on Wednesday, “is because
I did not think that family ownership
was ever going to be in the best inter-

est of the company.” She
paused for a second, and
then offered a small, sad
correction. “I mean this
family ownership.”

“I just didn’t realize
that they were so disor-

ganized,” said Rupert Murdoch on
Thursday. He shook his head in won-
der. “I thought we would have a ra-
tional series of meetings. They didn’t
want that.”

Ms. Chelberg is a striking 43-year-
old woman who lives half time in
Prague, where her husband is an en-
trepreneur, and half time near Lex-
ington, Ky., where she raises show
horses that she rides, with immense
success, in competitions all over the
world. Rupert Murdoch, of course, is
a 76-year-old, Australian-born cap-
tain of industry who has spent his
adult life single-mindedly building
the News Corporation into a domi-
nant global media company. 

In other words, it would be hard to
find an unlikelier pair of allies. But
Ms. Chelberg is also a Bancroft, and
over the last three months, as her
family flagellated itself over wheth-
er to sell its beloved Wall Street
Journal to Mr. Murdoch, Ms. Chel-
berg never wavered. Yes, her family
had owned The Journal’s publisher,
Dow Jones, for 105 years, and yes, it
was a source of immense pride. But
her fundamental belief was that her
family had long since forfeited the
right to own the asset. Benign neglect
does not true ownership make.

Ms. Chelberg did not have a vote in
the sale to Mr. Murdoch; her 800,000
shares were held in a trust controlled
by her uncle, Christopher Bancroft,
who fiercely opposed selling to Mr.
Murdoch, fearing that he would de-

stroy the paper’s editorial independ-
ence. But she played a big role none-
theless. Indeed, it is not too much to
say that this all started with her, 10
years ago. And what she started, Mr.
Murdoch finished, as enough family
members finally agreed to sell to
him early this week. As the dust be-
gan to settle, I went to see them both.

“I really went to a lot of trouble 10
years ago,” Ms. Chelberg said with a
laugh as we sat at her dining room
table in Kentucky. She had dug up
some papers for me. One was a Janu-
ary 1997 letter to her family, implor-
ing them to “act as the owners we
are.” Several were legal bills:
$73,000 in January 1997, $94,000 in
April. “That went on for two years,”
she said with a grimace.

Ms. Chelberg was 33 then, single, a
recovering alcoholic whose mother,
Bettina Bancroft, had died the year
before, leaving her an inheritance.
Virtually all of it was in Dow Jones
stock, some of which was in trust and
some of which she owned outright.
Not knowing a thing about the com-
pany — not really knowing anything
about business — Ms. Chelberg de-
cided she needed to understand this
asset she now owned. As she wrote in
that same 1997 letter, “I was very
disturbed to discover that my invest-
ment in what I had been taught to
consider an unassailable company
had diminished in value — by ap-
proximately 40 percent from its 1987
peak to its recent levels.”

Her search to understand what
was wrong at Dow Jones caused her
to seek out Warren E. Buffett, among
others. She learned how other media
companies had surpassed Dow
Jones. She came up with a list of pos-
sible new board members. She even
asked to go on the board herself. Her
goal was never to see the company
sold; rather it was to rouse her fam-
ily, to make them realize that simply 
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Kiichiro Sato/Associated Press

Many wonder how The Wall
Street Journal will change now.
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By JEREMY W. PETERS
Job creation slackened last month,

extending a trend of softening em-
ployment growth that mirrors the
modestly downward path of the econ-
omy.

At the same time, the national un-
employment rate edged up, to 4.6
percent from 4.5 percent, the govern-
ment said yesterday in its monthly
jobs report.

Although the labor market is hold-
ing up well by most measures — lay-
offs are not widespread and wages
are rising — economists said job
growth appears likely to continue
slowing for the rest of the year. 

How modest the deceleration in
the labor market will be is unclear,
but the employment picture will de-
termine how solidly the economy can
stand up in the months ahead. 

The housing market is in an unre-
lenting state of decline, with uncer-
tainty growing over how much fur-
ther credit markets will tighten, and
the outlook for the economy is be-
coming cloudier by the day. The un-
ease was echoed yesterday on Wall
Street, where stocks suffered some
of their sharpest losses of the year.

“The labor market as of now is
O.K.,” said Joseph LaVorgna, chief
United States economist with
Deutsche Bank. “But the issue is, will
the current rate of job growth sus-
tain income at a fast enough rate to
offset the other factors in the econ-
omy that don’t look so good?” 

Wages are still up over the past
year. In July, workers in nonman-
agement jobs, who make up about
four-fifths of the work force, earned
an average of $17.45 an hour, the gov-
ernment said. That is 1.4 percent
higher, after adjusting for inflation,
than the average of $17.20 in July
2006.

But the average wage peaked at
$17.52 in February and has since fall-
en. In recent months, the growth in
nominal wages — the numbers peo-
ple see in their paychecks — has
slowed somewhat, while inflation has
jumped. That raises the question of
whether consumer spending, the en-

Jobs Growth
Slid in July,
Echoing Drift
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By GRETCHEN MORGENSON 
and WALT BOGDANICH

The Securities and Exchange
Commission bungled a promising in-
vestigation two years ago into suspi-
cious trading at Pequot Capital Man-
agement, a giant hedge fund, ac-
cording to the final report released
yesterday by Congressional investi-
gators looking into the matter. 

Among the commission’s failings,
the report said, were delays in the
Pequot investigation, disclosure of
sensitive case information by high-
level S.E.C. officials to lawyers for
those under scrutiny, a detrimental
narrowing of its scope after a meet-
ing with a Pequot lawyer, and the ap-
pearance of “undue deference” to a
prominent Wall Street executive that
resulted in the postponement of his
interview until after the case’s stat-
ute of limitations had expired. 

The 108-page report by the Senate
Finance and Judiciary committees
under the leadership of Charles E.
Grassley, Republican of Iowa, and
Arlen Specter, Republican of Penn-
sylvania, caps a yearlong investiga-
tion into the S.E.C.’s firing of Gary J.
Aguirre, a former staff lawyer, in
September 2005. 

Mr. Aguirre, who led the commis-
sion’s investigation into suspect trad-
ing by Pequot and its founder, Arthur
J. Samberg, was fired after he com-
plained that superiors had thwarted
his efforts by barring his interview of
John J. Mack, currently the chief ex-
ecutive of Morgan Stanley and a
close friend of Mr. Samberg.

Mr. Mack was asked to testify be-
fore the S.E.C. last summer after Mr.
Aguirre’s allegations had become
public and Congress had begun in-
vestigating the commission’s han-
dling of the matter. The S.E.C. closed
the Pequot inquiry last fall without 

S.E.C. Erred
On Pequot,
Report Says 
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By ANGEL JENNINGS
A month ago, Brandy McDowell

sat down with her longtime friend,
Kezia Chandler, and told her she had
switched cellphone carriers. Their
relationship has not been the same
since. 

Now, they barely speak. Ms.
Chandler rushes Ms. McDowell off
the phone when she calls during her
lunch break. And long conversations
about schoolwork and relationship
woes have been reduced to sound
bites. 

Maybe they should blame the cell-
phone carriers. The carriers, after
all, set up plans that encourage sub-
scribers to talk mainly to people in
the same network. The companies
say they are simply trying to recruit
and retain customers. 

But what was set up as a purely
business strategy is having an unin-
tentional social effect. It is dividing
the people who share informal bonds
and bringing together those who
have formal networks of cellphone
“friends.”

That is most true for people young-
er than 25 because they are the ones

who see the cellphone as an exten-
sion of themselves. They are con-
stantly sending text messages, mak-
ing calls, checking the time, schedul-
ing appointments, calculating math,

taking photos, playing games or look-
ing up something on the Internet. 

Those who talk the most on the
phone are ages 18 to 24, according to
a study of cellphone use by Telephia
Inc., a San Francisco research firm
that follows cellphone trends. In the
first quarter of 2007, this group sent
and received on average 290 calls a
month, the study found. Text mes-
saging was highest, Telephia said,
among 13- to 17-year-olds, who aver-
aged 435 messages a month. 

By contrast, cellphone users 45 to

54 years old spoke on the phone 194
times, on average, a month and sent
only 57 text messages.

David S. Hachen, an associate pro-
fessor of sociology at the University
of Notre Dame who looked at cell-
phone use and its effects on people’s
relationships, said he had found that
cellphone networks tend to be a re-
flection of friendship networks.

“Friendship networks,” he said,
“tend to be larger in younger groups,
but they have weaker ties with those
they talk with. But as they get older,
the networks are smaller and they
have stronger ties.”

Some experts worry that cell-
phones will replace face-to-face con-
tact, said Scott Campbell, who teach-
es communication studies at the Uni-
versity of Michigan.

But after he conducted research
on the impact of cellphones on social
networks, Mr. Campbell said he con-
cluded that cellphones actually en-
hanced the bonds between users. 

“Who young people talk to says
something symbolically about who 

What’s Good for a Business Can Be Hard on Friends
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My Cellphone, Myself
Mobile phone companies’ plans 
that encourage people to connect 
within their system have had a 
bigger social impact on young 
people, who use their cellphones to 
reach a wider circle of friends than 
do older people. 
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By KATIE HAFNER
Robert Masello used to laugh at

his parents when he went out to
eat with them. If the restaurant
had a menu with pictures, his fa-
ther would point to any vaguely
appealing image. For his farsight-
ed mother, Mr. Masello, in his
teens at the time, would hold the
menu up from across the table.

Oh, how the tables have turned.
Now when Mr. Masello, 54, goes
out to restaurants with friends, es-
pecially places with lighting that
is easy on wrinkles but hard on vi-
sion, “it looks like an all-night
study group,” said Mr. Masello, a
novelist in Santa Monica, Calif.
“We’re taking off our glasses and
rubbing our eyes, hunching over

the menus with puzzled expres-
sions, signaling the waiter for
flashlights and candles.”

As baby boomers grope their
way through middle age, they are
encountering the daily indignities
that accompany a downward slide
in visual acuity: trying to read a
road map in a car at night; cell-
phones designed for 20-year-old
eyes; the minuscule letters on a
bottle of aspirin; nutrition infor-
mation squeezed onto a bag of
peanuts.

And unlike their parents and
grandparents, they are not shy
about expressing their displeas-
ure, in some cases, taking matters

Kitra Cahana/The New York Times

Their Parents’ Eyes
That Fading Vision Brings Injustices Into Focus
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“The primary reason I was in fa-
vor of the deal,” said Elisabeth Goth
Chelberg on Wednesday, “is because
I did not think that family ownership
was ever going to be in the best inter-

est of the company.” She
paused for a second, and
then offered a small, sad
correction. “I mean this
family ownership.”

“I just didn’t realize
that they were so disor-

ganized,” said Rupert Murdoch on
Thursday. He shook his head in won-
der. “I thought we would have a ra-
tional series of meetings. They didn’t
want that.”

Ms. Chelberg is a striking 43-year-
old woman who lives half time in
Prague, where her husband is an en-
trepreneur, and half time near Lex-
ington, Ky., where she raises show
horses that she rides, with immense
success, in competitions all over the
world. Rupert Murdoch, of course, is
a 76-year-old, Australian-born cap-
tain of industry who has spent his
adult life single-mindedly building
the News Corporation into a domi-
nant global media company. 

In other words, it would be hard to
find an unlikelier pair of allies. But
Ms. Chelberg is also a Bancroft, and
over the last three months, as her
family flagellated itself over wheth-
er to sell its beloved Wall Street
Journal to Mr. Murdoch, Ms. Chel-
berg never wavered. Yes, her family
had owned The Journal’s publisher,
Dow Jones, for 105 years, and yes, it
was a source of immense pride. But
her fundamental belief was that her
family had long since forfeited the
right to own the asset. Benign neglect
does not true ownership make.

Ms. Chelberg did not have a vote in
the sale to Mr. Murdoch; her 800,000
shares were held in a trust controlled
by her uncle, Christopher Bancroft,
who fiercely opposed selling to Mr.
Murdoch, fearing that he would de-

stroy the paper’s editorial independ-
ence. But she played a big role none-
theless. Indeed, it is not too much to
say that this all started with her, 10
years ago. And what she started, Mr.
Murdoch finished, as enough family
members finally agreed to sell to
him early this week. As the dust be-
gan to settle, I went to see them both.

“I really went to a lot of trouble 10
years ago,” Ms. Chelberg said with a
laugh as we sat at her dining room
table in Kentucky. She had dug up
some papers for me. One was a Janu-
ary 1997 letter to her family, implor-
ing them to “act as the owners we
are.” Several were legal bills:
$73,000 in January 1997, $94,000 in
April. “That went on for two years,”
she said with a grimace.

Ms. Chelberg was 33 then, single, a
recovering alcoholic whose mother,
Bettina Bancroft, had died the year
before, leaving her an inheritance.
Virtually all of it was in Dow Jones
stock, some of which was in trust and
some of which she owned outright.
Not knowing a thing about the com-
pany — not really knowing anything
about business — Ms. Chelberg de-
cided she needed to understand this
asset she now owned. As she wrote in
that same 1997 letter, “I was very
disturbed to discover that my invest-
ment in what I had been taught to
consider an unassailable company
had diminished in value — by ap-
proximately 40 percent from its 1987
peak to its recent levels.”

Her search to understand what
was wrong at Dow Jones caused her
to seek out Warren E. Buffett, among
others. She learned how other media
companies had surpassed Dow
Jones. She came up with a list of pos-
sible new board members. She even
asked to go on the board herself. Her
goal was never to see the company
sold; rather it was to rouse her fam-
ily, to make them realize that simply 
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Many wonder how The Wall
Street Journal will change now.
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By JEREMY W. PETERS
Job creation slackened last month,

extending a trend of softening em-
ployment growth that mirrors the
modestly downward path of the econ-
omy.

At the same time, the national un-
employment rate edged up, to 4.6
percent from 4.5 percent, the govern-
ment said yesterday in its monthly
jobs report.

Although the labor market is hold-
ing up well by most measures — lay-
offs are not widespread and wages
are rising — economists said job
growth appears likely to continue
slowing for the rest of the year. 

How modest the deceleration in
the labor market will be is unclear,
but the employment picture will de-
termine how solidly the economy can
stand up in the months ahead. 

The housing market is in an unre-
lenting state of decline, with uncer-
tainty growing over how much fur-
ther credit markets will tighten, and
the outlook for the economy is be-
coming cloudier by the day. The un-
ease was echoed yesterday on Wall
Street, where stocks suffered some
of their sharpest losses of the year.

“The labor market as of now is
O.K.,” said Joseph LaVorgna, chief
United States economist with
Deutsche Bank. “But the issue is, will
the current rate of job growth sus-
tain income at a fast enough rate to
offset the other factors in the econ-
omy that don’t look so good?” 

Wages are still up over the past
year. In July, workers in nonman-
agement jobs, who make up about
four-fifths of the work force, earned
an average of $17.45 an hour, the gov-
ernment said. That is 1.4 percent
higher, after adjusting for inflation,
than the average of $17.20 in July
2006.

But the average wage peaked at
$17.52 in February and has since fall-
en. In recent months, the growth in
nominal wages — the numbers peo-
ple see in their paychecks — has
slowed somewhat, while inflation has
jumped. That raises the question of
whether consumer spending, the en-

Jobs Growth
Slid in July,
Echoing Drift

Continued on Page 4

By GRETCHEN MORGENSON 
and WALT BOGDANICH

The Securities and Exchange
Commission bungled a promising in-
vestigation two years ago into suspi-
cious trading at Pequot Capital Man-
agement, a giant hedge fund, ac-
cording to the final report released
yesterday by Congressional investi-
gators looking into the matter. 

Among the commission’s failings,
the report said, were delays in the
Pequot investigation, disclosure of
sensitive case information by high-
level S.E.C. officials to lawyers for
those under scrutiny, a detrimental
narrowing of its scope after a meet-
ing with a Pequot lawyer, and the ap-
pearance of “undue deference” to a
prominent Wall Street executive that
resulted in the postponement of his
interview until after the case’s stat-
ute of limitations had expired. 

The 108-page report by the Senate
Finance and Judiciary committees
under the leadership of Charles E.
Grassley, Republican of Iowa, and
Arlen Specter, Republican of Penn-
sylvania, caps a yearlong investiga-
tion into the S.E.C.’s firing of Gary J.
Aguirre, a former staff lawyer, in
September 2005. 

Mr. Aguirre, who led the commis-
sion’s investigation into suspect trad-
ing by Pequot and its founder, Arthur
J. Samberg, was fired after he com-
plained that superiors had thwarted
his efforts by barring his interview of
John J. Mack, currently the chief ex-
ecutive of Morgan Stanley and a
close friend of Mr. Samberg.

Mr. Mack was asked to testify be-
fore the S.E.C. last summer after Mr.
Aguirre’s allegations had become
public and Congress had begun in-
vestigating the commission’s han-
dling of the matter. The S.E.C. closed
the Pequot inquiry last fall without 

S.E.C. Erred
On Pequot,
Report Says 
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By ANGEL JENNINGS
A month ago, Brandy McDowell

sat down with her longtime friend,
Kezia Chandler, and told her she had
switched cellphone carriers. Their
relationship has not been the same
since. 

Now, they barely speak. Ms.
Chandler rushes Ms. McDowell off
the phone when she calls during her
lunch break. And long conversations
about schoolwork and relationship
woes have been reduced to sound
bites. 

Maybe they should blame the cell-
phone carriers. The carriers, after
all, set up plans that encourage sub-
scribers to talk mainly to people in
the same network. The companies
say they are simply trying to recruit
and retain customers. 

But what was set up as a purely
business strategy is having an unin-
tentional social effect. It is dividing
the people who share informal bonds
and bringing together those who
have formal networks of cellphone
“friends.”

That is most true for people young-
er than 25 because they are the ones

who see the cellphone as an exten-
sion of themselves. They are con-
stantly sending text messages, mak-
ing calls, checking the time, schedul-
ing appointments, calculating math,

taking photos, playing games or look-
ing up something on the Internet. 

Those who talk the most on the
phone are ages 18 to 24, according to
a study of cellphone use by Telephia
Inc., a San Francisco research firm
that follows cellphone trends. In the
first quarter of 2007, this group sent
and received on average 290 calls a
month, the study found. Text mes-
saging was highest, Telephia said,
among 13- to 17-year-olds, who aver-
aged 435 messages a month. 

By contrast, cellphone users 45 to

54 years old spoke on the phone 194
times, on average, a month and sent
only 57 text messages.

David S. Hachen, an associate pro-
fessor of sociology at the University
of Notre Dame who looked at cell-
phone use and its effects on people’s
relationships, said he had found that
cellphone networks tend to be a re-
flection of friendship networks.

“Friendship networks,” he said,
“tend to be larger in younger groups,
but they have weaker ties with those
they talk with. But as they get older,
the networks are smaller and they
have stronger ties.”

Some experts worry that cell-
phones will replace face-to-face con-
tact, said Scott Campbell, who teach-
es communication studies at the Uni-
versity of Michigan.

But after he conducted research
on the impact of cellphones on social
networks, Mr. Campbell said he con-
cluded that cellphones actually en-
hanced the bonds between users. 

“Who young people talk to says
something symbolically about who 

What’s Good for a Business Can Be Hard on Friends
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Young people tend to
talk more to those
using the same carrier.
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My Cellphone, Myself
Mobile phone companies’ plans 
that encourage people to connect 
within their system have had a 
bigger social impact on young 
people, who use their cellphones to 
reach a wider circle of friends than 
do older people. 
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By KATIE HAFNER
Robert Masello used to laugh at

his parents when he went out to
eat with them. If the restaurant
had a menu with pictures, his fa-
ther would point to any vaguely
appealing image. For his farsight-
ed mother, Mr. Masello, in his
teens at the time, would hold the
menu up from across the table.

Oh, how the tables have turned.
Now when Mr. Masello, 54, goes
out to restaurants with friends, es-
pecially places with lighting that
is easy on wrinkles but hard on vi-
sion, “it looks like an all-night
study group,” said Mr. Masello, a
novelist in Santa Monica, Calif.
“We’re taking off our glasses and
rubbing our eyes, hunching over

the menus with puzzled expres-
sions, signaling the waiter for
flashlights and candles.”

As baby boomers grope their
way through middle age, they are
encountering the daily indignities
that accompany a downward slide
in visual acuity: trying to read a
road map in a car at night; cell-
phones designed for 20-year-old
eyes; the minuscule letters on a
bottle of aspirin; nutrition infor-
mation squeezed onto a bag of
peanuts.

And unlike their parents and
grandparents, they are not shy
about expressing their displeas-
ure, in some cases, taking matters

Kitra Cahana/The New York Times

Their Parents’ Eyes
That Fading Vision Brings Injustices Into Focus

Continued on Page 6

Corinne McCormack in the
office/showroom of her

eyewear business on West
36th Street.
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INVESTMENT GRADE

NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3450 2267 946 237
Advances 1750 1200 468 82
Declines 1335 811 385 139
Unchanged 103 49 48 6
52 Week High 68 50 8 10
52 Week Low 267 173 60 34
Dollar Volume     12,647 5,978 3,953 2,717

 All Investment High
 Issues Grade Yield Conv

FUTURES

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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MARKET GAUGES

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Lehman Brothers Hlds Plc (LEH.HEP) 6.500 Jul 2017 A2 –– 101.191 97.957 98.000 –1.581 6.779
Countrywide Financial  (CCR.SE) 5.800 Jun 2012 A3 A 98.285 90.407 92.963 –2.688 7.563
Comcast  (CMCSA.GU) 5.650 Jun 2035 Baa2 BBB+ 88.144 87.345 88.036 1.786 6.592
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul 2037 A2 –– 101.051 95.541 95.977 –1.641 7.203
General Electric Capital (GE.AAD) 6.000 Jun 2012 Aaa AAA 103.541 101.313 102.609 0.286 5.380
Comcast  (CMCSA.HA) 6.450 Mar 2037 Baa2 BBB+ 99.487 96.380 96.865 0.137 6.694
Bear Stearns Co (BSC.GFR) 5.550 Jan 2017 A2 A 94.620 89.100 90.500 –0.672 6.936
Goldman Sachs Gp (GS.WO) 5.300 Feb 2012 Aa3 AA– 99.951 97.889 98.679 0.449 5.635
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 95.320 88.684 91.028 –1.010 7.672
Telus (T.JF) 8.000 Jun 2011 Baa1 BBB+ 107.708 107.270 107.606 0.504 5.747

HIGH YIELD

General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 95.750 93.000 93.000 –2.375 8.695
General Motors Accpt. (GMA.HH) 7.000 Feb 2012 Ba1 BB+ 94.035 89.750 92.140 –1.235 9.178
General Motors (GM.HB) 8.375 Jul 2033 Caa1 B– 87.000 79.000 82.500 –2.053 10.324
Mgm Mirage (MGG.GM) 6.000 Oct 2009 Ba2 BB 100.000 97.750 98.063 0.563 6.982
Trump Entertainment Resorts (DJTE.GA) 8.500 Jun 2015 Caa1 B 86.875 83.400 84.000 –0.500 11.671
General Motors Accpt. (GMA.HE) 6.875 Sep 2011 Ba1 BB+ 94.125 91.500 91.938 –1.203 9.278
Ford Motor Credit (F.GAB) 5.625 Oct 2008 B1 B 97.500 96.392 96.800 –0.185 8.602
Dynegy Hlds (DYN.GU) 7.670 Nov 2016 Ba3 B 96.500 96.000 96.500 –1.500 8.215
Trimas (MSX.GF) 9.875 Jun 2012 B3 B– 100.500 99.750 100.375 0.375 9.711
MGM Mirage (MGG.GN) 5.875 Feb 2014 Ba2 BB 89.750 88.000 89.750 3.750 7.908

CONVERTIBLES

Medtronic (MDT.GJ) 1.500 Apr 2011 A1 AA– 106.736 105.483 105.958 –0.642 –0.112
Advanced Micro Devices (AMD.GG) 6.000 May 2015 –– –– 93.000 87.679 92.000 2.250 7.374
American Financial Realty Trust (AFR.GB) 4.375 Jul 2024 –– –– 92.750 90.625 91.750 –1.500 5.108
Halliburton (HAL.GO) 3.125 Jul 2023 A2 BBB+ 189.000 183.615 183.665 –5.983 –53.461
Micron Technology (MU.GC) 1.875 Jun 2014 –– BB– 102.771 100.678 100.928 –0.027 1.673
Medtronic (MDT.GK) 1.625 Apr 2013 A1 AA– 107.500 105.000 107.500 0.412 0.294
Emdeon  (HLTH.GF) 3.125 Sep 2025 –– –– 102.119 101.500 102.039 –0.461 2.692
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 112.586 109.000 112.586 –0.914 –2.352
Peabody Energy  (BTU.GH) 4.750 Dec 2066 Ba3 B 98.478 94.258 95.441 –0.357 4.990
WCI Communities (WCI.GF) 4.000 Aug 2023 Caa2 CCC– 84.500 80.500 80.500 –8.750 27.830
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HIGH YIELD: +9.36%

INVESTMENT GRADE: +6.13%

ASIA/PACIFIC
Australia (Dollar) .8574 .8565 1.1663 1.1675
China (Yuan) .1322 .1320 7.5660 7.5730
Hong Kong (Dollar) .1277 .1277 7.8286 7.8284
India (Rupee) .0248 .0248 40.250 40.271
Indonesia (Rupiah) .000107 .000107 9345.79 9345.79
Japan (Yen) .008445 .008396 118.41 119.10
Malaysia (Ringgit) .2889 .2882 3.4620 3.4695
New Zealand (Dollar) .7640 .7669 1.3088 1.3039
Pakistan (Rupee) .0165 .0165 60.48 60.50
Philippines (Peso) .0218 .0218 45.80 45.80

EUROPE
Britain (Pound) 2.0447 2.0357 .4891 .4912
Czech Rep (Koruna) .0491 .0489 20.35 20.47
Denmark (Krone) 18.5450 .1840 .0539 5.4352
Europe (Euro) 1.3801 1.3693 .7246 .7303
Hungary (Forint) .0055 .0054 182.52 183.55
Norway (Krone) .1735 .1723 5.7637 5.8041
Poland (Zloty) .3640 .3615 2.75 2.77
Russia (Ruble) .0392 .0391 25.4797 25.5781
Slovak Rep (Koruna) .0413 .0409 24.20 24.42
Sweden (Krona) .1493 .1486 6.6970 6.7294
Switzerland (Franc) .8403 .8307 1.1901 1.2038
Turkey (Lira) .7838 .7793 1.2758 1.2831

Canada (Dollar) .9498 .9496 1.0528 1.0530
Dominican Rep (Peso) .0308 .0308 32.50 32.50
Mexico (Peso) .091079 .091283 10.9795 10.9549

Bahrain (Dinar) 2.6522 2.6526 .3770 .3770
Egypt (Pound) .1768 .1768 5.6547 5.6547
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2313 .2318 4.3225 4.3150
Jordan (Dinar) 1.4094 1.4114 .7095 .7085
Kenya (Shilling) .0151 .0150 66.30 66.55
Kuwait (Dinar) 3.5448 3.5453 .2821 .2821
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2666 .2666 3.7503 3.7503
So. Africa (Rand) .1406 .1407 7.1127 7.1053

MIDDLE EAST/AFRICA

Singapore (Dollar) .6596 .6588 1.5160 1.5179
So. Korea (Won) .001081 .001084 925.07 922.51
Taiwan (Dollar) .0303 .0303 32.97 32.97
Thailand (Baht) .03349 .03349 29.86 29.86
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3184 .3186 3.1410 3.1390
Bolivia (Boliviano) .1285 .1285 7.7795 7.7795
Brazil (Real) .5285 .5334 1.8920 1.8749
Chile (Peso) .001917 .001919 521.65 521.10
Colombia (Peso) .000509 .000511 1965.00 1956.00
Paraguay (Guarani) .000196 .000196 5102.04 5102.04
Peru (New Sol) .3168 .3167 3.157 3.158
Uruguay (New Peso) .0426 .0425 23.4500 23.5499

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 64.55 65.00 64.45 64.89 + .31 153,243
Lumber CME $/1,000 bd. ft. 313.7 253.6 Sep 07 282.5 285.8 279.7 280.9 ◊ 1.3 4,527

Cocoa NYBOT $/ton 2135 1505 Sep 07 1912 1927 1890 1893 ◊ 21 62,902
Coffee NYBOT ¢/lb 138.00 96.75 Sep 07 117.00 118.40 117.00 117.65 + 1.45 80,870
Sugar-World NYBOT ¢/lb 18.08 8.71 Oct 07 10.29 10.32 10.15 10.25  * 375,479
Sugar-Domestic NYBOT ¢/lb 21.35 19.85 Jan 08    21.10 + .04 2,369
Orange Juice NYBOT ¢/lb 197.50 118.90 Sep 07 140.75 142.50 136.05 142.45 + 1.20 12,047

Live Cattle CME ¢/lb 100.15 85.90 Oct 07 98.30 98.92 97.65 97.97 ◊ .18 145,321
Feeder Cattle CME ¢/lb 118.65 105.65 Sep 07 115.50 117.20 115.35 116.32 ◊ .03 11,461
Hogs-Lean CME ¢/lb 77.70 55.10 Oct 07 74.70 77.70 74.70 77.60 + 2.90 85,165
Pork Bellies CME ¢/lb 91.15 87.30 Feb 08 87.50 88.50 86.25 87.35 + .05 571

Corn CBT ¢/bushel 431} 281è Dec 07 343ü 346} 338ø 343 + 1} 532,347
Soybeans CBT ¢/bushel 950 599 Nov 07 861 866ø 854} 861 + 6ø 303,949
Soybean Meal CBT $/ton 258.60 170.00 Sep 07 223.60 224.80 220.10 223.90 + 3.80 35,201
Soybean Oil CBT ¢/lb 38.41 25.40 Sep 07 37.50 37.74 37.46 37.59 ◊ .05 53,742
Wheat CBT ¢/bushel 678 434ø Dec 07 668ø 670 663ø 669 + 5ø 176,472
Winter Wheat KC ¢/bushel 656ø 441 Sep 07 638 643 638 639} + 5ü 80,889
Oats CBT ¢/bushel 295 199 Dec 07 268} 271ü 265ü 269 ◊ 1 11,164
Rough Rice CBT $/CWT 11.580 10.020 Nov 07 10.850 10.890 10.780 10.785 ◊ .095 8,927

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 684.30 687.10 676.20 684.40 + 7.80 200,509
Silver CMX ¢/troy oz. 1509.5 1048.0 Sep 07 1314.5 1320.0 1298.5 1315.8 + 16.3 62,261
Platinum NYM $/troy oz. 1357.90 1204.00 Oct 07 1298.00 1300.40 1289.00 1298.00 ◊ 1.00 14,491
Palladium NYM $/oz. 393.45 340.00 Sep 07 365.05 367.10 363.00 367.05 + .75 16,255
Hi Grade Copper CMX ¢/lb 377.90 172.00 Sep 07 348.00 359.50 346.00 347.90 ◊ 9.40 49,613

Light Sweet Crude NYM $/bbl. 79.90 54.30 Sep 07 76.18 77.36 75.04 75.48 ◊ 1.38 346,257
Gas Blend NYM  2.3077 1.6000 Sep 07 2.0450 2.0608 2.0161 2.0290 ◊ .0072 80,429
Heating Oil NYM ¢/gal 706.50 158.25 Sep 07 205.17 207.98 202.70 203.40 ◊ 4.06 84,255
Natural Gas NYM $/mm btu 10.200 5.855 Sep 07 6.098 6.292 6.031 6.090 ◊ .016 138,104

0

1

2

3

4

5

6%

3 6 2 3 5 10 30

Months Years

Maturity

Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Nov 07 — — 4.71 4.69 ◊ 0.05 4.83
Jan 08 — — 4.71 4.69 ◊ 0.05 4.89

Apr 12 2 1024.90 97-30 97-31 +0-09 2.46
Jul 17 2œ 1003.47 101-23 101-24 +0-08 2.42
Jan 27 2Å 1031.29 98-30 98-31 ◊0-01 2.44
Apr 32 3Å 1171.69 119-03 119-04 ◊0-02 2.35

Jul 09 4œ — 100.10 100.11 + 0.07 4.44
Jul 12 4œ — 100.16 100.17 + 0.13 4.51
May 17 4ø — 98.14 98.15 + 0.13 4.69
Feb 37 4} — 98.05 98.06 + 0.13 4.86
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HIGH YIELD: +7.72%

INVESTMENT GRADE: +4.74%
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Federal funds 5.25 5.25% %

Prime rate 8.25 8.25

15-yr fixed 5.91 5.79

15-yr fixed jumbo 6.27 5.99

30-yr fixed 6.23 6.08

30-yr fixed jumbo 6.70 6.29

5/1 adj. rate 5.91 5.79

5/1 adj. rate jumbo 6.15 5.93

1-year adj. rate 5.51 5.40

Mortgages
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$75K line (good credit*) 6.97 7.52% %

$75K line (excellent credit*) 6.60 6.99

$75K loan (good credit*) 7.91 7.88

$75K loan (excellent credit*) 7.67 7.68

Home Equity
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36-mo. used car 7.41 7.90% %

60-mo. new car 6.96 6.97

Auto Loan Rates
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Money-market 3.70 3.36% %

$10K min. money-market 3.99 3.59

6-month CD 4.58 4.63

1-year CD 4.88 5.09

2-year CD 4.85 5.02

5-year IRA CD 4.61 4.66

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1307 .1305 7.6499 7.6600
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0539 .0542 18.54 18.44

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

accepting management’s view of the
world was not the way to act like
owners. 

Her attempted wake-up call could
have been a turning point for the
Bancrofts and the company. In retro-
spect, she had given her family a 10-
year window to grab control of the
company, install new management,
and give Dow Jones a fighting
chance. But instead of being thanked,
she and her cousin, William Cox III,
who was also talking about manage-
ment’s failures, were scorned and
vilified. She wound up selling the
shares she owned outright. The
shares in trust, however, she was
stuck with.

“We were disenfranchised,” Ms.
Chelberg told me; it was years be-
fore she and Mr. Cox could even at-
tend family meetings again. Some
years later, several other cousins, in-
cluding Crawford Hill, who would
write a 4,000 word e-mail message
supporting Mr. Murdoch, tried to
raise many of the same issues. The
same thing happened. “We all tried
to work within the system, but there
was no system to work within,” she
said.

Last fall, someone representing
Mr. Murdoch came to see her and
Mr. Cox to discuss the possibility of
making a bid for Dow Jones. She
didn’t take it all that seriously; over
the years, suitors had come and
gone. So she was shocked in April
when CNBC broke the news that Mr.
Murdoch had made his audacious
$60-a-share bid for the company.

What didn’t shock her was what
stunned the rest of us: the extent to
which the family’s dysfunctional na-
ture was placed on vivid and painful
display. Christopher Bancroft, who is
a board member as well as a trustee,
absurdly boycotts a crucial family
meeting — and then, even more ab-
surdly, asks Mr. Murdoch to pick up
his personal expenses in exchange
for abstaining from voting, only to
discover that the trust doesn’t allow
it. Another family board member,
Leslie Hill, decides after meeting
him that she doesn’t like Mr. Mur-
doch, and refuses to take his phone
calls after that. The family keeps
asking for Mr. Murdoch to up his of-
fer, failing to understand that he has
zero incentive to bid against himself.
A family matriarch resigns as a
trustee the day before the voting.
And on, and on. 

Watching the family flail these
past few months, one couldn’t help

agreeing with Ms. Chelberg’s assess-
ment: the Bancrofts simply weren’t
capable of owning Dow Jones. They
were barely capable of selling it. “We
took from this asset, instead of giv-
ing to it,” she said, speaking of the
hefty dividend that cut into Dow
Jones’s earnings. She, meanwhile,
had spoken again to Mr. Buffett, who
told her that Dow Jones would have
trouble competing as an independent
company. So did other experts she
spoke to.

She acknowledges that Mr. Mur-
doch could wreck the paper. “But
that is a risk you would take with any
new owner,” she said. “He has a tre-
mendous opportunity,” she contin-
ued, “and I don’t think he’s going to
blow it. He’s going to put money in
the company, he’ll grow the brand,
and he can do things through his dis-
tribution channels we never could.
TV? We lost that chance 20 years
ago.”

Was she happy Dow Jones had
been sold? No, she said, but she had
made her peace with it. “Ultimately,
my love of The Wall Street Journal is
what caused me to support the sale.”

W
HEN I went to see Mr.
Murdoch the next day in
New York, he succinctly
made the point that Ms.

Chelberg had been working toward
the previous afternoon. “The first
road to freedom,” he said, “is viabili-
ty.”

What he means, of course, is that a
newspaper has a lot better chance of
being editorially independent if it
makes healthy profits. What he
didn’t say is that if the Bancrofts had
turned down his deal, Dow Jones’s
steady, inexorable decline would
likely have continued. But then, he
didn’t have to say it. Enough Ban-
crofts finally understood what their
negligence had wrought. That’s why
they sold him the paper. 

We had breakfast in a small pri-
vate dining room in the News Corpo-
ration’s Manhattan headquarters.
Seeing that I had come tieless, Mr.
Murdoch quickly doffed his tie and
jacket, leaned back in his chair and
happily recounted stories from the
deal.

Was there ever a time he thought
of pulling the offer? I asked. “Yeah,”
he replied. “After they sent that let-
ter. It was so insulting.” That was the
letter in which the Bancrofts hoped
to ensure editorial integrity by giv-
ing themselves the right to nominate
News Corporation directors as well
as a special editorial board for The
Wall Street Journal. He swiftly re-
jected it, and eventually the Dow
Jones board took over the negotia-
tions that resulted in the creation of a
small oversight board to protect the

paper’s editorial independence.
Mr. Murdoch himself seemed un-

ruffled by the need for such an agree-
ment — or even by the accusations
that he runs roughshod over the
newspapers he owns. “I’m used to
it,” he shrugged. He dismissed the
idea that he would meddle inappro-
priately with a quick one-liner: “I
won’t meddle any more than Arthur
Sulzberger does,” he joked. (Arthur
Sulzberger Jr. is the chairman of The
New York Times Company.)

My own view is that the chances of
Mr. Murdoch wrecking The Journal
are lower than you’d think; he needs
a credible Journal for his own stra-
tegic purposes, and at 76, he surely
must be thinking about his legacy.
Besides, in The Journal’s cantanker-
ous, provocative, deeply conserva-
tive editorial page, he already has
the opinion page of his dreams, and
one that packs enormous political
clout.

Which is not to say he isn’t going to
change The Journal. “We have lots of
decisions to make,” he said. “How
much should we really spend devel-
oping the Saturday paper? What
should we do digitally? Should we re-
main subscription-based on the Web,
or should we make it free? How
much should we spend beefing up po-
litical and international coverage? I
want it to be more competitive with
The New York Times,” he added.
“But that will be expensive.”

He suddenly picked up a Wall
Street Journal that was lying in front
of him, and I could almost see the ink
flowing through his veins. “I would
like to see real breaking news,” he
said. “I like A-heds” — the famous
less-than-serious feature that often
runs down the middle of the front
page, “but I don’t like a whole page of
A-heds.”

He scanned the front page up and
down. Sometimes his expression sug-
gested deep approval of what he was
seeing; but sometimes he frowned,
suggesting that he had a different
idea of what ought to run on the front
page of this great newspaper he
would soon own. “I just think The
Journal needs a little more urgency,”
he said finally.

Myself, I’ll miss the A-heds if Mr.
Murdoch decides they should disap-
pear. But I won’t view it as the End
of Journalism as We Know It, nor
will I view it as evidence that Mr.
Murdoch is destroying the editorial
integrity of The Wall Street Journal.
Rather, I’ll view it as an example of a
new boss who has strong views about
what people want from a newspaper.

And if the Bancrofts miss the
A-heds? They can’t say they weren’t
warned. 

TimesSelect: Meet Joe No-
cera at nytimes.com/nocera.

Patrick Andrade for The New York Times

Rupert Murdoch on Tuesday night after Dow Jones decided to accept his offer to buy the storied company. 
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“The primary reason I was in fa-
vor of the deal,” said Elisabeth Goth
Chelberg on Wednesday, “is because
I did not think that family ownership
was ever going to be in the best inter-

est of the company.” She
paused for a second, and
then offered a small, sad
correction. “I mean this
family ownership.”

“I just didn’t realize
that they were so disor-

ganized,” said Rupert Murdoch on
Thursday. He shook his head in won-
der. “I thought we would have a ra-
tional series of meetings. They didn’t
want that.”

Ms. Chelberg is a striking 43-year-
old woman who lives half time in
Prague, where her husband is an en-
trepreneur, and half time near Lex-
ington, Ky., where she raises show
horses that she rides, with immense
success, in competitions all over the
world. Rupert Murdoch, of course, is
a 76-year-old, Australian-born cap-
tain of industry who has spent his
adult life single-mindedly building
the News Corporation into a domi-
nant global media company. 

In other words, it would be hard to
find an unlikelier pair of allies. But
Ms. Chelberg is also a Bancroft, and
over the last three months, as her
family flagellated itself over wheth-
er to sell its beloved Wall Street
Journal to Mr. Murdoch, Ms. Chel-
berg never wavered. Yes, her family
had owned The Journal’s publisher,
Dow Jones, for 105 years, and yes, it
was a source of immense pride. But
her fundamental belief was that her
family had long since forfeited the
right to own the asset. Benign neglect
does not true ownership make.

Ms. Chelberg did not have a vote in
the sale to Mr. Murdoch; her 800,000
shares were held in a trust controlled
by her uncle, Christopher Bancroft,
who fiercely opposed selling to Mr.
Murdoch, fearing that he would de-

stroy the paper’s editorial independ-
ence. But she played a big role none-
theless. Indeed, it is not too much to
say that this all started with her, 10
years ago. And what she started, Mr.
Murdoch finished, as enough family
members finally agreed to sell to
him early this week. As the dust be-
gan to settle, I went to see them both.

“I really went to a lot of trouble 10
years ago,” Ms. Chelberg said with a
laugh as we sat at her dining room
table in Kentucky. She had dug up
some papers for me. One was a Janu-
ary 1997 letter to her family, implor-
ing them to “act as the owners we
are.” Several were legal bills:
$73,000 in January 1997, $94,000 in
April. “That went on for two years,”
she said with a grimace.

Ms. Chelberg was 33 then, single, a
recovering alcoholic whose mother,
Bettina Bancroft, had died the year
before, leaving her an inheritance.
Virtually all of it was in Dow Jones
stock, some of which was in trust and
some of which she owned outright.
Not knowing a thing about the com-
pany — not really knowing anything
about business — Ms. Chelberg de-
cided she needed to understand this
asset she now owned. As she wrote in
that same 1997 letter, “I was very
disturbed to discover that my invest-
ment in what I had been taught to
consider an unassailable company
had diminished in value — by ap-
proximately 40 percent from its 1987
peak to its recent levels.”

Her search to understand what
was wrong at Dow Jones caused her
to seek out Warren E. Buffett, among
others. She learned how other media
companies had surpassed Dow
Jones. She came up with a list of pos-
sible new board members. She even
asked to go on the board herself. Her
goal was never to see the company
sold; rather it was to rouse her fam-
ily, to make them realize that simply 
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Many wonder how The Wall
Street Journal will change now.

Continued on Page 8

By JEREMY W. PETERS
Job creation slackened last month,

extending a trend of softening em-
ployment growth that mirrors the
modestly downward path of the econ-
omy.

At the same time, the national un-
employment rate edged up, to 4.6
percent from 4.5 percent, the govern-
ment said yesterday in its monthly
jobs report.

Although the labor market is hold-
ing up well by most measures — lay-
offs are not widespread and wages
are rising — economists said job
growth appears likely to continue
slowing for the rest of the year. 

How modest the deceleration in
the labor market will be is unclear,
but the employment picture will de-
termine how solidly the economy can
stand up in the months ahead. 

The housing market is in an unre-
lenting state of decline, with uncer-
tainty growing over how much fur-
ther credit markets will tighten, and
the outlook for the economy is be-
coming cloudier by the day. The un-
ease was echoed yesterday on Wall
Street, where stocks suffered some
of their sharpest losses of the year.

“The labor market as of now is
O.K.,” said Joseph LaVorgna, chief
United States economist with
Deutsche Bank. “But the issue is, will
the current rate of job growth sus-
tain income at a fast enough rate to
offset the other factors in the econ-
omy that don’t look so good?” 

Wages are still up over the past
year. In July, workers in nonman-
agement jobs, who make up about
four-fifths of the work force, earned
an average of $17.45 an hour, the gov-
ernment said. That is 1.4 percent
higher, after adjusting for inflation,
than the average of $17.20 in July
2006.

But the average wage peaked at
$17.52 in February and has since fall-
en. In recent months, the growth in
nominal wages — the numbers peo-
ple see in their paychecks — has
slowed somewhat, while inflation has
jumped. That raises the question of
whether consumer spending, the en-

Jobs Growth
Slid in July,
Echoing Drift

Continued on Page 4

By GRETCHEN MORGENSON 
and WALT BOGDANICH

The Securities and Exchange
Commission bungled a promising in-
vestigation two years ago into suspi-
cious trading at Pequot Capital Man-
agement, a giant hedge fund, ac-
cording to the final report released
yesterday by Congressional investi-
gators looking into the matter. 

Among the commission’s failings,
the report said, were delays in the
Pequot investigation, disclosure of
sensitive case information by high-
level S.E.C. officials to lawyers for
those under scrutiny, a detrimental
narrowing of its scope after a meet-
ing with a Pequot lawyer, and the ap-
pearance of “undue deference” to a
prominent Wall Street executive that
resulted in the postponement of his
interview until after the case’s stat-
ute of limitations had expired. 

The 108-page report by the Senate
Finance and Judiciary committees
under the leadership of Charles E.
Grassley, Republican of Iowa, and
Arlen Specter, Republican of Penn-
sylvania, caps a yearlong investiga-
tion into the S.E.C.’s firing of Gary J.
Aguirre, a former staff lawyer, in
September 2005. 

Mr. Aguirre, who led the commis-
sion’s investigation into suspect trad-
ing by Pequot and its founder, Arthur
J. Samberg, was fired after he com-
plained that superiors had thwarted
his efforts by barring his interview of
John J. Mack, currently the chief ex-
ecutive of Morgan Stanley and a
close friend of Mr. Samberg.

Mr. Mack was asked to testify be-
fore the S.E.C. last summer after Mr.
Aguirre’s allegations had become
public and Congress had begun in-
vestigating the commission’s han-
dling of the matter. The S.E.C. closed
the Pequot inquiry last fall without 

S.E.C. Erred
On Pequot,
Report Says 

Continued on Page 4

By ANGEL JENNINGS
A month ago, Brandy McDowell

sat down with her longtime friend,
Kezia Chandler, and told her she had
switched cellphone carriers. Their
relationship has not been the same
since. 

Now, they barely speak. Ms.
Chandler rushes Ms. McDowell off
the phone when she calls during her
lunch break. And long conversations
about schoolwork and relationship
woes have been reduced to sound
bites. 

Maybe they should blame the cell-
phone carriers. The carriers, after
all, set up plans that encourage sub-
scribers to talk mainly to people in
the same network. The companies
say they are simply trying to recruit
and retain customers. 

But what was set up as a purely
business strategy is having an unin-
tentional social effect. It is dividing
the people who share informal bonds
and bringing together those who
have formal networks of cellphone
“friends.”

That is most true for people young-
er than 25 because they are the ones

who see the cellphone as an exten-
sion of themselves. They are con-
stantly sending text messages, mak-
ing calls, checking the time, schedul-
ing appointments, calculating math,

taking photos, playing games or look-
ing up something on the Internet. 

Those who talk the most on the
phone are ages 18 to 24, according to
a study of cellphone use by Telephia
Inc., a San Francisco research firm
that follows cellphone trends. In the
first quarter of 2007, this group sent
and received on average 290 calls a
month, the study found. Text mes-
saging was highest, Telephia said,
among 13- to 17-year-olds, who aver-
aged 435 messages a month. 

By contrast, cellphone users 45 to

54 years old spoke on the phone 194
times, on average, a month and sent
only 57 text messages.

David S. Hachen, an associate pro-
fessor of sociology at the University
of Notre Dame who looked at cell-
phone use and its effects on people’s
relationships, said he had found that
cellphone networks tend to be a re-
flection of friendship networks.

“Friendship networks,” he said,
“tend to be larger in younger groups,
but they have weaker ties with those
they talk with. But as they get older,
the networks are smaller and they
have stronger ties.”

Some experts worry that cell-
phones will replace face-to-face con-
tact, said Scott Campbell, who teach-
es communication studies at the Uni-
versity of Michigan.

But after he conducted research
on the impact of cellphones on social
networks, Mr. Campbell said he con-
cluded that cellphones actually en-
hanced the bonds between users. 

“Who young people talk to says
something symbolically about who 

What’s Good for a Business Can Be Hard on Friends
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talk more to those
using the same carrier.
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My Cellphone, Myself
Mobile phone companies’ plans 
that encourage people to connect 
within their system have had a 
bigger social impact on young 
people, who use their cellphones to 
reach a wider circle of friends than 
do older people. 
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By KATIE HAFNER
Robert Masello used to laugh at

his parents when he went out to
eat with them. If the restaurant
had a menu with pictures, his fa-
ther would point to any vaguely
appealing image. For his farsight-
ed mother, Mr. Masello, in his
teens at the time, would hold the
menu up from across the table.

Oh, how the tables have turned.
Now when Mr. Masello, 54, goes
out to restaurants with friends, es-
pecially places with lighting that
is easy on wrinkles but hard on vi-
sion, “it looks like an all-night
study group,” said Mr. Masello, a
novelist in Santa Monica, Calif.
“We’re taking off our glasses and
rubbing our eyes, hunching over

the menus with puzzled expres-
sions, signaling the waiter for
flashlights and candles.”

As baby boomers grope their
way through middle age, they are
encountering the daily indignities
that accompany a downward slide
in visual acuity: trying to read a
road map in a car at night; cell-
phones designed for 20-year-old
eyes; the minuscule letters on a
bottle of aspirin; nutrition infor-
mation squeezed onto a bag of
peanuts.

And unlike their parents and
grandparents, they are not shy
about expressing their displeas-
ure, in some cases, taking matters

Kitra Cahana/The New York Times

Their Parents’ Eyes
That Fading Vision Brings Injustices Into Focus

Continued on Page 6

Corinne McCormack in the
office/showroom of her

eyewear business on West
36th Street.
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INVESTMENT GRADE

NASD TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s  S&P High Low Last Chg Yld%

End of day data. Activity as reported to NASD TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in NASD rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: NASD TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s and 
Standard & Poor’s.

Total Issues Traded 3450 2267 946 237
Advances 1750 1200 468 82
Declines 1335 811 385 139
Unchanged 103 49 48 6
52 Week High 68 50 8 10
52 Week Low 267 173 60 34
Dollar Volume     12,647 5,978 3,953 2,717

 All Investment High
 Issues Grade Yield Conv

FUTURES

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time. 

Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  
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MARKET GAUGES

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES
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TREASURY INFLATION BONDS
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30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Lehman Brothers Hlds Plc (LEH.HEP) 6.500 Jul 2017 A2 –– 101.191 97.957 98.000 –1.581 6.779
Countrywide Financial  (CCR.SE) 5.800 Jun 2012 A3 A 98.285 90.407 92.963 –2.688 7.563
Comcast  (CMCSA.GU) 5.650 Jun 2035 Baa2 BBB+ 88.144 87.345 88.036 1.786 6.592
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul 2037 A2 –– 101.051 95.541 95.977 –1.641 7.203
General Electric Capital (GE.AAD) 6.000 Jun 2012 Aaa AAA 103.541 101.313 102.609 0.286 5.380
Comcast  (CMCSA.HA) 6.450 Mar 2037 Baa2 BBB+ 99.487 96.380 96.865 0.137 6.694
Bear Stearns Co (BSC.GFR) 5.550 Jan 2017 A2 A 94.620 89.100 90.500 –0.672 6.936
Goldman Sachs Gp (GS.WO) 5.300 Feb 2012 Aa3 AA– 99.951 97.889 98.679 0.449 5.635
Countrywide Financial  (CCR.NX) 6.250 May 2016 Baa2 A– 95.320 88.684 91.028 –1.010 7.672
Telus (T.JF) 8.000 Jun 2011 Baa1 BBB+ 107.708 107.270 107.606 0.504 5.747

HIGH YIELD

General Motors Accpt. (GMA.HF) 8.000 Nov 2031 Ba1 BB+ 95.750 93.000 93.000 –2.375 8.695
General Motors Accpt. (GMA.HH) 7.000 Feb 2012 Ba1 BB+ 94.035 89.750 92.140 –1.235 9.178
General Motors (GM.HB) 8.375 Jul 2033 Caa1 B– 87.000 79.000 82.500 –2.053 10.324
Mgm Mirage (MGG.GM) 6.000 Oct 2009 Ba2 BB 100.000 97.750 98.063 0.563 6.982
Trump Entertainment Resorts (DJTE.GA) 8.500 Jun 2015 Caa1 B 86.875 83.400 84.000 –0.500 11.671
General Motors Accpt. (GMA.HE) 6.875 Sep 2011 Ba1 BB+ 94.125 91.500 91.938 –1.203 9.278
Ford Motor Credit (F.GAB) 5.625 Oct 2008 B1 B 97.500 96.392 96.800 –0.185 8.602
Dynegy Hlds (DYN.GU) 7.670 Nov 2016 Ba3 B 96.500 96.000 96.500 –1.500 8.215
Trimas (MSX.GF) 9.875 Jun 2012 B3 B– 100.500 99.750 100.375 0.375 9.711
MGM Mirage (MGG.GN) 5.875 Feb 2014 Ba2 BB 89.750 88.000 89.750 3.750 7.908

CONVERTIBLES

Medtronic (MDT.GJ) 1.500 Apr 2011 A1 AA– 106.736 105.483 105.958 –0.642 –0.112
Advanced Micro Devices (AMD.GG) 6.000 May 2015 –– –– 93.000 87.679 92.000 2.250 7.374
American Financial Realty Trust (AFR.GB) 4.375 Jul 2024 –– –– 92.750 90.625 91.750 –1.500 5.108
Halliburton (HAL.GO) 3.125 Jul 2023 A2 BBB+ 189.000 183.615 183.665 –5.983 –53.461
Micron Technology (MU.GC) 1.875 Jun 2014 –– BB– 102.771 100.678 100.928 –0.027 1.673
Medtronic (MDT.GK) 1.625 Apr 2013 A1 AA– 107.500 105.000 107.500 0.412 0.294
Emdeon  (HLTH.GF) 3.125 Sep 2025 –– –– 102.119 101.500 102.039 –0.461 2.692
Symantec  (SYMC.GD) 0.750 Jun 2011 –– –– 112.586 109.000 112.586 –0.914 –2.352
Peabody Energy  (BTU.GH) 4.750 Dec 2066 Ba3 B 98.478 94.258 95.441 –0.357 4.990
WCI Communities (WCI.GF) 4.000 Aug 2023 Caa2 CCC– 84.500 80.500 80.500 –8.750 27.830
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HIGH YIELD: +9.36%

INVESTMENT GRADE: +6.13%

ASIA/PACIFIC
Australia (Dollar) .8574 .8565 1.1663 1.1675
China (Yuan) .1322 .1320 7.5660 7.5730
Hong Kong (Dollar) .1277 .1277 7.8286 7.8284
India (Rupee) .0248 .0248 40.250 40.271
Indonesia (Rupiah) .000107 .000107 9345.79 9345.79
Japan (Yen) .008445 .008396 118.41 119.10
Malaysia (Ringgit) .2889 .2882 3.4620 3.4695
New Zealand (Dollar) .7640 .7669 1.3088 1.3039
Pakistan (Rupee) .0165 .0165 60.48 60.50
Philippines (Peso) .0218 .0218 45.80 45.80

EUROPE
Britain (Pound) 2.0447 2.0357 .4891 .4912
Czech Rep (Koruna) .0491 .0489 20.35 20.47
Denmark (Krone) 18.5450 .1840 .0539 5.4352
Europe (Euro) 1.3801 1.3693 .7246 .7303
Hungary (Forint) .0055 .0054 182.52 183.55
Norway (Krone) .1735 .1723 5.7637 5.8041
Poland (Zloty) .3640 .3615 2.75 2.77
Russia (Ruble) .0392 .0391 25.4797 25.5781
Slovak Rep (Koruna) .0413 .0409 24.20 24.42
Sweden (Krona) .1493 .1486 6.6970 6.7294
Switzerland (Franc) .8403 .8307 1.1901 1.2038
Turkey (Lira) .7838 .7793 1.2758 1.2831

Canada (Dollar) .9498 .9496 1.0528 1.0530
Dominican Rep (Peso) .0308 .0308 32.50 32.50
Mexico (Peso) .091079 .091283 10.9795 10.9549

Bahrain (Dinar) 2.6522 2.6526 .3770 .3770
Egypt (Pound) .1768 .1768 5.6547 5.6547
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2313 .2318 4.3225 4.3150
Jordan (Dinar) 1.4094 1.4114 .7095 .7085
Kenya (Shilling) .0151 .0150 66.30 66.55
Kuwait (Dinar) 3.5448 3.5453 .2821 .2821
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2666 .2666 3.7503 3.7503
So. Africa (Rand) .1406 .1407 7.1127 7.1053

MIDDLE EAST/AFRICA

Singapore (Dollar) .6596 .6588 1.5160 1.5179
So. Korea (Won) .001081 .001084 925.07 922.51
Taiwan (Dollar) .0303 .0303 32.97 32.97
Thailand (Baht) .03349 .03349 29.86 29.86
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3184 .3186 3.1410 3.1390
Bolivia (Boliviano) .1285 .1285 7.7795 7.7795
Brazil (Real) .5285 .5334 1.8920 1.8749
Chile (Peso) .001917 .001919 521.65 521.10
Colombia (Peso) .000509 .000511 1965.00 1956.00
Paraguay (Guarani) .000196 .000196 5102.04 5102.04
Peru (New Sol) .3168 .3167 3.157 3.158
Uruguay (New Peso) .0426 .0425 23.4500 23.5499

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 64.55 65.00 64.45 64.89 + .31 153,243
Lumber CME $/1,000 bd. ft. 313.7 253.6 Sep 07 282.5 285.8 279.7 280.9 ◊ 1.3 4,527

Cocoa NYBOT $/ton 2135 1505 Sep 07 1912 1927 1890 1893 ◊ 21 62,902
Coffee NYBOT ¢/lb 138.00 96.75 Sep 07 117.00 118.40 117.00 117.65 + 1.45 80,870
Sugar-World NYBOT ¢/lb 18.08 8.71 Oct 07 10.29 10.32 10.15 10.25  * 375,479
Sugar-Domestic NYBOT ¢/lb 21.35 19.85 Jan 08    21.10 + .04 2,369
Orange Juice NYBOT ¢/lb 197.50 118.90 Sep 07 140.75 142.50 136.05 142.45 + 1.20 12,047

Live Cattle CME ¢/lb 100.15 85.90 Oct 07 98.30 98.92 97.65 97.97 ◊ .18 145,321
Feeder Cattle CME ¢/lb 118.65 105.65 Sep 07 115.50 117.20 115.35 116.32 ◊ .03 11,461
Hogs-Lean CME ¢/lb 77.70 55.10 Oct 07 74.70 77.70 74.70 77.60 + 2.90 85,165
Pork Bellies CME ¢/lb 91.15 87.30 Feb 08 87.50 88.50 86.25 87.35 + .05 571

Corn CBT ¢/bushel 431} 281è Dec 07 343ü 346} 338ø 343 + 1} 532,347
Soybeans CBT ¢/bushel 950 599 Nov 07 861 866ø 854} 861 + 6ø 303,949
Soybean Meal CBT $/ton 258.60 170.00 Sep 07 223.60 224.80 220.10 223.90 + 3.80 35,201
Soybean Oil CBT ¢/lb 38.41 25.40 Sep 07 37.50 37.74 37.46 37.59 ◊ .05 53,742
Wheat CBT ¢/bushel 678 434ø Dec 07 668ø 670 663ø 669 + 5ø 176,472
Winter Wheat KC ¢/bushel 656ø 441 Sep 07 638 643 638 639} + 5ü 80,889
Oats CBT ¢/bushel 295 199 Dec 07 268} 271ü 265ü 269 ◊ 1 11,164
Rough Rice CBT $/CWT 11.580 10.020 Nov 07 10.850 10.890 10.780 10.785 ◊ .095 8,927

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 684.30 687.10 676.20 684.40 + 7.80 200,509
Silver CMX ¢/troy oz. 1509.5 1048.0 Sep 07 1314.5 1320.0 1298.5 1315.8 + 16.3 62,261
Platinum NYM $/troy oz. 1357.90 1204.00 Oct 07 1298.00 1300.40 1289.00 1298.00 ◊ 1.00 14,491
Palladium NYM $/oz. 393.45 340.00 Sep 07 365.05 367.10 363.00 367.05 + .75 16,255
Hi Grade Copper CMX ¢/lb 377.90 172.00 Sep 07 348.00 359.50 346.00 347.90 ◊ 9.40 49,613

Light Sweet Crude NYM $/bbl. 79.90 54.30 Sep 07 76.18 77.36 75.04 75.48 ◊ 1.38 346,257
Gas Blend NYM  2.3077 1.6000 Sep 07 2.0450 2.0608 2.0161 2.0290 ◊ .0072 80,429
Heating Oil NYM ¢/gal 706.50 158.25 Sep 07 205.17 207.98 202.70 203.40 ◊ 4.06 84,255
Natural Gas NYM $/mm btu 10.200 5.855 Sep 07 6.098 6.292 6.031 6.090 ◊ .016 138,104
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Yesterday 1-mo. ago 1-yr. ago
Yield Curve

Nov 07 — — 4.71 4.69 ◊ 0.05 4.83
Jan 08 — — 4.71 4.69 ◊ 0.05 4.89

Apr 12 2 1024.90 97-30 97-31 +0-09 2.46
Jul 17 2œ 1003.47 101-23 101-24 +0-08 2.42
Jan 27 2Å 1031.29 98-30 98-31 ◊0-01 2.44
Apr 32 3Å 1171.69 119-03 119-04 ◊0-02 2.35

Jul 09 4œ — 100.10 100.11 + 0.07 4.44
Jul 12 4œ — 100.16 100.17 + 0.13 4.51
May 17 4ø — 98.14 98.15 + 0.13 4.69
Feb 37 4} — 98.05 98.06 + 0.13 4.86
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Construction Spending
Change from
previous year

June ’07 %–2.4
May ’07 –2.6
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Personal Savings Rate
Percent of
disposable income

June ’07 %+0.6
May ’07 +0.4
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Balance of Trade
In billions of dollars
Seasonally adjusted

May ’07 –60.0
Apr. ’07 –58.7
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Housing Supply
In months

June ’07 8.8
May ’07 8.8
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’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

July ’07 53.8
June ’07 56.0

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com
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0% 1 2 3 4 5 6 7 8 9 10

Federal funds 5.25 5.25% %

Prime rate 8.25 8.25

15-yr fixed 5.91 5.79

15-yr fixed jumbo 6.27 5.99

30-yr fixed 6.23 6.08

30-yr fixed jumbo 6.70 6.29

5/1 adj. rate 5.91 5.79

5/1 adj. rate jumbo 6.15 5.93

1-year adj. rate 5.51 5.40

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line (good credit*) 6.97 7.52% %

$75K line (excellent credit*) 6.60 6.99

$75K loan (good credit*) 7.91 7.88

$75K loan (excellent credit*) 7.67 7.68

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.41 7.90% %

60-mo. new car 6.96 6.97

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.70 3.36% %

$10K min. money-market 3.99 3.59

6-month CD 4.58 4.63

1-year CD 4.88 5.09

2-year CD 4.85 5.02

5-year IRA CD 4.61 4.66

CD’s and Money Market Rates

Home
Yesterday

Year
Ago

Yesterday’s rate Change from last week

1-year range
Up Flat DownDown

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1307 .1305 7.6499 7.6600
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0539 .0542 18.54 18.44

ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analysis of indus-
try sectors and stock indexes is available online. nytimes.com/business

accepting management’s view of the
world was not the way to act like
owners. 

Her attempted wake-up call could
have been a turning point for the
Bancrofts and the company. In retro-
spect, she had given her family a 10-
year window to grab control of the
company, install new management,
and give Dow Jones a fighting
chance. But instead of being thanked,
she and her cousin, William Cox III,
who was also talking about manage-
ment’s failures, were scorned and
vilified. She wound up selling the
shares she owned outright. The
shares in trust, however, she was
stuck with.

“We were disenfranchised,” Ms.
Chelberg told me; it was years be-
fore she and Mr. Cox could even at-
tend family meetings again. Some
years later, several other cousins, in-
cluding Crawford Hill, who would
write a 4,000 word e-mail message
supporting Mr. Murdoch, tried to
raise many of the same issues. The
same thing happened. “We all tried
to work within the system, but there
was no system to work within,” she
said.

Last fall, someone representing
Mr. Murdoch came to see her and
Mr. Cox to discuss the possibility of
making a bid for Dow Jones. She
didn’t take it all that seriously; over
the years, suitors had come and
gone. So she was shocked in April
when CNBC broke the news that Mr.
Murdoch had made his audacious
$60-a-share bid for the company.

What didn’t shock her was what
stunned the rest of us: the extent to
which the family’s dysfunctional na-
ture was placed on vivid and painful
display. Christopher Bancroft, who is
a board member as well as a trustee,
absurdly boycotts a crucial family
meeting — and then, even more ab-
surdly, asks Mr. Murdoch to pick up
his personal expenses in exchange
for abstaining from voting, only to
discover that the trust doesn’t allow
it. Another family board member,
Leslie Hill, decides after meeting
him that she doesn’t like Mr. Mur-
doch, and refuses to take his phone
calls after that. The family keeps
asking for Mr. Murdoch to up his of-
fer, failing to understand that he has
zero incentive to bid against himself.
A family matriarch resigns as a
trustee the day before the voting.
And on, and on. 

Watching the family flail these
past few months, one couldn’t help

agreeing with Ms. Chelberg’s assess-
ment: the Bancrofts simply weren’t
capable of owning Dow Jones. They
were barely capable of selling it. “We
took from this asset, instead of giv-
ing to it,” she said, speaking of the
hefty dividend that cut into Dow
Jones’s earnings. She, meanwhile,
had spoken again to Mr. Buffett, who
told her that Dow Jones would have
trouble competing as an independent
company. So did other experts she
spoke to.

She acknowledges that Mr. Mur-
doch could wreck the paper. “But
that is a risk you would take with any
new owner,” she said. “He has a tre-
mendous opportunity,” she contin-
ued, “and I don’t think he’s going to
blow it. He’s going to put money in
the company, he’ll grow the brand,
and he can do things through his dis-
tribution channels we never could.
TV? We lost that chance 20 years
ago.”

Was she happy Dow Jones had
been sold? No, she said, but she had
made her peace with it. “Ultimately,
my love of The Wall Street Journal is
what caused me to support the sale.”

W
HEN I went to see Mr.
Murdoch the next day in
New York, he succinctly
made the point that Ms.

Chelberg had been working toward
the previous afternoon. “The first
road to freedom,” he said, “is viabili-
ty.”

What he means, of course, is that a
newspaper has a lot better chance of
being editorially independent if it
makes healthy profits. What he
didn’t say is that if the Bancrofts had
turned down his deal, Dow Jones’s
steady, inexorable decline would
likely have continued. But then, he
didn’t have to say it. Enough Ban-
crofts finally understood what their
negligence had wrought. That’s why
they sold him the paper. 

We had breakfast in a small pri-
vate dining room in the News Corpo-
ration’s Manhattan headquarters.
Seeing that I had come tieless, Mr.
Murdoch quickly doffed his tie and
jacket, leaned back in his chair and
happily recounted stories from the
deal.

Was there ever a time he thought
of pulling the offer? I asked. “Yeah,”
he replied. “After they sent that let-
ter. It was so insulting.” That was the
letter in which the Bancrofts hoped
to ensure editorial integrity by giv-
ing themselves the right to nominate
News Corporation directors as well
as a special editorial board for The
Wall Street Journal. He swiftly re-
jected it, and eventually the Dow
Jones board took over the negotia-
tions that resulted in the creation of a
small oversight board to protect the

paper’s editorial independence.
Mr. Murdoch himself seemed un-

ruffled by the need for such an agree-
ment — or even by the accusations
that he runs roughshod over the
newspapers he owns. “I’m used to
it,” he shrugged. He dismissed the
idea that he would meddle inappro-
priately with a quick one-liner: “I
won’t meddle any more than Arthur
Sulzberger does,” he joked. (Arthur
Sulzberger Jr. is the chairman of The
New York Times Company.)

My own view is that the chances of
Mr. Murdoch wrecking The Journal
are lower than you’d think; he needs
a credible Journal for his own stra-
tegic purposes, and at 76, he surely
must be thinking about his legacy.
Besides, in The Journal’s cantanker-
ous, provocative, deeply conserva-
tive editorial page, he already has
the opinion page of his dreams, and
one that packs enormous political
clout.

Which is not to say he isn’t going to
change The Journal. “We have lots of
decisions to make,” he said. “How
much should we really spend devel-
oping the Saturday paper? What
should we do digitally? Should we re-
main subscription-based on the Web,
or should we make it free? How
much should we spend beefing up po-
litical and international coverage? I
want it to be more competitive with
The New York Times,” he added.
“But that will be expensive.”

He suddenly picked up a Wall
Street Journal that was lying in front
of him, and I could almost see the ink
flowing through his veins. “I would
like to see real breaking news,” he
said. “I like A-heds” — the famous
less-than-serious feature that often
runs down the middle of the front
page, “but I don’t like a whole page of
A-heds.”

He scanned the front page up and
down. Sometimes his expression sug-
gested deep approval of what he was
seeing; but sometimes he frowned,
suggesting that he had a different
idea of what ought to run on the front
page of this great newspaper he
would soon own. “I just think The
Journal needs a little more urgency,”
he said finally.

Myself, I’ll miss the A-heds if Mr.
Murdoch decides they should disap-
pear. But I won’t view it as the End
of Journalism as We Know It, nor
will I view it as evidence that Mr.
Murdoch is destroying the editorial
integrity of The Wall Street Journal.
Rather, I’ll view it as an example of a
new boss who has strong views about
what people want from a newspaper.

And if the Bancrofts miss the
A-heds? They can’t say they weren’t
warned. 

TimesSelect: Meet Joe No-
cera at nytimes.com/nocera.

Patrick Andrade for The New York Times

Rupert Murdoch on Tuesday night after Dow Jones decided to accept his offer to buy the storied company. 

How the Bancroft Family Blew It
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By MARK LANDLER
INGOLSTADT, Germany, Feb. 26 — Visi-

tors to the Audi automobile museum here
could be forgiven for puzzling over the first
few exhibits in this striking circular glass
building. There are splendid antique motor
cars with names like Horch, Wanderer and
DKW, but no Audis. 

Only on later cars does the Audi name
show up: affixed to their grilles, as if an af-
terthought.

In the aristocratic world of German auto-
mobiles, Audi is something of a parvenu.
While Mercedes-Benz and BMW have long
histories and legendary brand names, Audi
was cobbled together in the 1930s from three
German automakers under the bland label
Auto Union.

But heritage is not all it is cracked up to
be. While Mercedes has struggled to hold on
to its gilded status in recent years, Audi has
been on a tear, becoming Germany’s, and
the world’s, fastest-growing maker of luxu-
ry cars.

“We have a very short history, so we talk
a lot more about the future,” said Rupert
Stadler, 43, who became one of the youngest
chief executives of a major German compa-
ny when he took the Audi helm in January.

Mr. Stadler, whose salt-and-pepper hair
belies his age, makes an audacious pre-
diction: by 2015, he declares, Audi will be
the leader in luxury cars in the world. He is
quick to note that this does not mean selling
the most cars each year, but setting the in-
dustry pace in technological innovation,
brand image and customer satisfaction.

“Audi today is not what it was 10 years
ago,” Mr. Stadler said in an interview in this
Bavarian town. “We are more ambitious;
we have a different product portfolio; and
we want to play in a different league.”

In Europe, Audi still trails the perennial
luxury leaders, BMW and Mercedes of
DaimlerChrysler, but it is narrowing the
gap. It remains far ahead of Lexus, Toyota’s
luxury division, which has only been selling
here for a few years, but has enjoyed a re-
cent growth spurt. 

In the United States, though, Audi has to
compete not only with its larger German ri-
vals, but with Lexus, which has led the mar-
ket this decade with a peerless reputation
for service and reliability. And the newest
version of its LS sedan, the LS 460, is meant
to answer criticisms that Lexus has an un-
distinguished appearance.

“We still have a tough job in the United 

Short History, Long View
A Surging Audi Plans to Set the Pace in Luxury Cars 

Thomas Lohnes/Agence France-Presse — Getty Images

Rupert Stadler, Audi’s chief, pre-
dicts the company will be the
world’s leading maker of luxury
cars by 2015. The A5 Cabrio,
left, a two-door coupe, will be in-
troduced next week. The Q7 was
the company’s first S.U.V.The New York TimesSources: Audi; MotorIntelligence.com

Audi’s Growth
Over the last decade, Audi’s global sales 
have doubled. Last year, sales in China 
soared by nearly 40 percent.

UNITED
STATES
  90,1160
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1.0 million Audi vehicles sold
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GERMANY
257,792

REST OF
EUROPE*
400,671

CHINA*
  81,708

REST OF
WORLD
  74,901

*Figures available only for 2005-6. 
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Is it possible that there are actual-
ly two Howard Schultzes lurking
around Starbucks headquarters in
Seattle? I think it is.

The first Howard Schultz is the
man who has coffee in his veins. He’s

the one who bought what
was then the tiny Star-
bucks company in 1987
and turned it into one of
the dominant brands of
the age. Starbucks coffee
was a step above other

coffee, and it also offered a “coffee
experience” that made customers
willing to pay $4 for something that
used to cost them 60 cents.

Starbucks was a place where peo-
ple could hang out, read the paper,
and make friends with the “baristas”
behind the counter; Mr. Schultz used
to call it the “third place,” a respite
from both the workplace and the
home front. Starbucks had its own
language and culture. Its part-time
staff got stock options and health in-
surance. It didn’t exploit its coffee
growers. It had a huge social respon-
sibility program. And Mr. Schultz,
who is chairman of Starbucks, took
deep pride in all the things that made
Starbucks special.

Last week, this Mr. Schultz was on
vivid display when an internal memo
he wrote to his top executives was
leaked to Starbucksgossip.com. The
memo is a cri de coeur from Mr.
Schultz, a lament for what has been
lost as Starbucks has grown from 6
stores in 1987 to more than 13,000
stores today. He pointed, for in-
stance, to the company’s decision
some years ago to install automatic
espresso machines, which, he wrote,
“solved a major problem in terms of
speed and service,” but also made
buying a cup of Starbucks coffee a
more antiseptic experience. 

He complained about the loss of
aroma because the baristas no long-

er scooped fresh coffee beans from
bins and ground them in front of cus-
tomers. He said that streamlining
the company’s store designs had
caused them to lose “the soul of the
past and reflect a chain of stores vs.
the warm feeling of a neighborhood
store.” He said that the Starbucks ex-
perience was becoming commodi-
tized, and he urged the executive
team to “go back to the core.” 

The memo was widely lauded as
an example of an entrepreneur who
understood the importance of recap-
turing what made his business spe-
cial before it was too late. “While I
wouldn’t argue that the Starbucks
brand is in its death knell, I would ar-
gue that the efficiencies and econo-
mies of scale have introduced a virus
in need of serious care,” wrote Mike
Neiss on the Web site of the Tom Pe-
ters Company. “And it looks like
Howard Schultz just might be the
healer they need.”

Warren Bennis, the leadership
guru who has served as an informal
mentor to Mr. Schultz, said, “This is
something every successful chief ex-
ecutive should do every once in a
while.” 

But then there’s the other Howard
Schultz, the one who signed off on the
very compromises he complained
about in the memo, precisely be-
cause they would help the company
grow faster. This second Howard
Schultz can talk Wall Street’s lan-
guage: he goes on the quarterly con-
ference calls and spits out data about
same-store sales, return on invest-
ment, and, most of all, growth.
Though it has lagged recently, his
company’s stock price has risen
5,000 percent since it went public in
1992, in large part because Mr.
Schultz has been so fanatical about
growth. It closed yesterday at $29.88.

“Starbucks is the fastest-growing
retail story of all time,” said John 

A Double Shot
Of Nostalgia
For Starbucks

Continued on Page 8

Ted S. Warren/Associated Press

Howard Schultz has made Star-
bucks, and its cups, ubiquitous. 
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By VIKAS BAJAJ
and JULIE CRESWELL

Federal prosecutors and securi-
ties regulators are investigating
stock sales and accounting errors at
the New Century Financial Corpora-
tion, the biggest mortgage company
that specializes in lending to people
with weak, or subprime, credit, the
company disclosed in a corporate fil-
ing yesterday.

The company also warned that a
delay in filing its financials may put
vital financing into jeopardy.

The troubles at New Century are
the latest sign of the deterioration in
subprime lending — until recently
the fastest-growing segment of the
mortgage business. The market has
been struggling to contain the fallout
from rising default rates and weak-
ening home prices. Late last year,
some smaller lenders started going
out of business and last month sev-
eral bigger companies, including
New Century, started reporting
problems.

Another large lender, the Fremont
General Corporation, said yesterday
that it planned to sell its subprime
mortgage business after reaching an
agreement with the Federal Deposit
Insurance Corporation to restrict its
activities in that area. As part of the
agreement, Fremont will be able to
continue taking deposits.

The investigations into New Centu-
ry, which is based in Irvine, Calif.,
and wrote $33.9 billion in mortgages
last year, started after the company
said on Feb. 7 that it would restate
earnings for three quarters, which
sparked a huge sell-off in its shares.
Yesterday, it said its problems had
prevented it from filing its annual re-
port, which was to be released Thurs-
day. The board is conducting an in-
vestigation of the accounting prob-
lems. 

The company’s shares have fallen
more than 53 percent since the start
of the year — before the most recent
announcement, which came after the
stock market closed. Its shares were
down $3.73, or 25 percent, to $10.92, in
after-hours trading.

On Feb. 22, the company said the 

Authorities
Investigate
Big Lender

Continued on Page 9

By DAMON DARLIN

If information is power, then most
employees who enter salary negotia-
tions are holding pea shooters while
the boss is encased in a Kevlar vest.

Unless someone left a spreadsheet
of the company’s salaries on the
copier (funny how often that does
happen), most employees have pre-
cious little ammunition going into a
meeting to talk about their pay. 

A few Web sites try to level the
playing field by providing more de-
tailed information about salaries.
Salary.com began revealing the re-
sults of salary surveys on its site in
1999. PayScale.com is now challeng-
ing it by gathering information di-
rectly from the people who search
for data. (A third site, Payscroll
.com, is testing a method of trolling
job listings for salary information. It
will be opened to the public this
month or next.)

New Internet technologies are pro-
viding information that has never
been available to the average person
and transforming the way they sell
homes or buy airline tickets. It could
have the same effect on the 47 mil-
lion people who look for new jobs
each month and the countless others
who think they are underpaid at the
ones they have. 

Jessica Morrison, who wrote ad-
vertising copy for Drugstore.com in
Seattle, was one of those. After five
years at the company and several
promotions, her title was associate
editor even though she had the same
duties as a copywriter, a loftier title.
She also suspected that at $42,000 a 
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By BRAD STONE
SAN FRANCISCO, March 2 — Next week Cisco

Systems, a Silicon Valley heavyweight, plans to an-
nounce one of its most unusual deals: it is buying the
technology assets of Tribe.net, a mostly forgotten so-
cial networking site, according to people close to the
companies’ discussions. 

It is a curious pairing. Cisco, with 38,000 employ-
ees, makes networking equipment for telecommuni-
cations providers and other big companies. Tribe-
.net, run by a company with eight employees, has
been trampled by newer social sites like MySpace
and Facebook. 

But along with the recent purchase of a social
network design firm, Five Across, the deal will give
Cisco the technology to help large corporate clients
create services resembling MySpace or YouTube to
bring their customers together online. And that am-

bition highlights a significant shift in the way compa-
nies and entrepreneurs are thinking about social net-
works.

They look at MySpace and Facebook, with their
tens of millions of users, as walled-off destinations,
similar to first-generation online services like Amer-
ica Online, CompuServe and Prodigy. These big Web
sites attract masses of people who have dissimilar
interests and, ultimately, little in common.

The new social networking players, which in-
clude Cisco and a multitude of start-ups like Ning,
the latest venture of the Netscape co-creator Marc
Andreessen, say that social networks will soon be as
ubiquitous as regular Web sites. They are aiming to
create tools to let ordinary people, large companies
and even presidential candidates create social Web
sites tailored for their own customers, friends, fans
and employees.

“The existing social networks are fantastic but
they put users in a straitjacket,” said Mr. An-
dreessen, who this week reintroduced Ning, his third
start-up, after a limited introduction last year. “They
are restrictive about what you can and can’t do, and Randi Lynn Beach for The New York Times

Gina Bianchini and Marc Andreessen
founded Ning, a social network. 

Social Networking’s Next Phase 
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“I really don’t want to answer
that question,” said Ira T. Kay,
flashing me some combination of
half-grin and half-grimace. “I

have clients.”
Does he ever. Mr.

Kay, 57, heads the ex-
ecutive compensation
practice at Watson
Wyatt Worldwide,
which is one of the

country’s leading compensation
consulting firms. He is a funny,
gregarious man, quick with a
clever retort, and utterly without
guilt about what he does for a liv-
ing — not only enabling big-time
chief executives to make oodles
of money, but defending most of
the practices that allow corporate
chieftains to reap their millions.

For years, Mr. Kay has over-
seen an annual Wyatt Watson ex-
ecutive compensation survey,
which the firm describes as an ef-
fort to provide “perspective on
the executive pay model in gen-
eral, pay for performance, stock
ownership and share usage.” The
Ira Kay perspective, not surpris-
ingly, is that while there may be a
few problems here and there
(about which more later), the
model is a darn good one. 

A few months ago, Mr. Kay
wrote a book entitled “Myths and
Realities of Executive Pay”
(Cambridge University Press),
with Steven Van Putten, a Wat-
son Wyatt colleague, that goes
even further. “It is not a coinci-
dence that the Dow Jones indus-
trial average, which stood at
5,000 in 1996, is now well above
13,000,” the authors write. “While
U.S. executive pay practices do
not entirely explain this rise,
there is little doubt that it would
not have occurred without them.”
I’ve heard Mr. Kay make this
point before — and even debated
him on it. He really does seem to
believe that all of the great eco-

nomic benefits we’ve enjoyed in
this country during the past two
decades or so can be traced back,
in no small part, to the way we
pay our chief executives. I, on the
other hand, believe he’s got the
cause and effect exactly back-
ward: that it was the rising mar-
ket that made the lucky fellas
running America’s corporations
look like geniuses — and made
them richer than they’d ever
imagined, thanks to the shift to
stock options as the primary way
to reward executives.

When I went to see him this
week to talk about his book, Mr.
Kay made the point in a more
specific, Gordon Gekko kind of
way. “There is no question,” he
told me, “that these programs
motivate superior performance.
They cause C.E.O.’s to make diffi-
cult decisions that are otherwise
unpleasant. They sell off busi-
nesses. They move offshore. The
desire for personal gain causes
them to do the hard stuff.” In oth-
er words, greed is good.

But then I asked him the ques-

What If
C.E.O. Pay

Is Fair?
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One proponent links
sky-high pay with
booming economies.

By DAVID BARBOZA

SHANGHAI, Oct. 12 — Despite
a wave of high-profile recalls, and
growing scrutiny of the quality
and safety of Chinese goods, Chi-
na’s export boom continues, ac-
cording to newly released statis-
tics from both independent ana-
lysts and the government in Bei-
jing.

China said Friday that it ex-
ported $878 billion worth of goods
in the first nine months of 2007,
up 27 percent from the period last
year, when Chinese exports post-
ed record volume.

Global worries about contam-
inated pet food, tainted seafood
and toxic toys and toothpaste
have not been significant enough
to slow China’s export engine, an-
alysts say.

“Forty million toys may be bad
for dozens of toy makers in Dong-
guan,” said Dong Tao, an econo-
mist at Credit Suisse, referring to
one of southern China’s toy-mak-
ing centers. “But that’s small po-
tatoes for China’s over $1 trillion
a year of exports.”

China’s trade surplus with the
rest of the world has already bal-
looned to $187 billion through
September of this year, up from
about $177.5 billion for all of 2006,
and much of the gains have come
in trade with the United States
and the European Union.

Even in categories hit by high-
profile recalls this year, like food
and toys, exports rose sharply,
according to data compiled by
Global Trade Information Serv-
ices, based in Columbia, S.C.

Through August, China’s food
and agriculture exports to the
United States were up 27 percent
over last year, to about $2.5 bil-
lion. And global exports of Chi-
nese-made toys jumped 18 per-
cent, to about $16 billion, during
the period, despite a series of re-
calls of lead-tainted toys by Mat-
tel Inc., the world’s largest toy 
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By LYNNLEY BROWNING

The Internal Revenue Service
is checking out dozens of partici-
pants in a financial arrangement
to see if they are reaping illegal
tax benefits by underreporting
income on mortgage-backed se-
curities, which make up the bulk
of the multitrillion-dollar market
for asset-backed securities.

The inquiry, which an I.R.S. of-
ficial said yesterday was in its
early stages, concerns the use of
arcane but powerful investment
entities known as real estate
mortgage investment conduits.

Remics, as they are called, are
a complex legal entity through
which the vast majority of mort-
gage-backed securities are sold. 

The I.R.S. is looking at whether
companies and firms that set up
remics — including the giant
housing agencies Fannie Mae
and Freddie Mac, as well as Wall
Street investment banks, com-
mercial banks and other mort-
gage originators — have under-
valued the interest earned on
those securities and thus under-
paid their federal taxes, accord-
ing to a senior I.R.S. official, Bar-
ry Schott.

Mr. Schott oversees the finan-
cial services unit of the I.R.S. di-
vision devoted to scrutinizing
large and midsize businesses. 

Mr. Schott said the I.R.S. had
looked “at a couple of cases and
discovered some issues, and
we’re expanding this to look at
other cases.” He said he thought
that “less than hundreds of bil-
lions of dollars” in interest in-
come had been underreported,
but he declined to be more spe-
cific.

He added that the I.R.S. did not
want to suggest that abuses were
widespread “because there’s a
very sensitive market.” While he 
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By JANE BIRNBAUM

They’re a latter-day version of day traders.
Rate chasers, they call themselves: savers who
hunt for the best interest rates at banks and credit
unions and quickly move their cash from one ac-
count to another. 

Their forebears took the risky path of rapidly
buying and selling stocks in the hope of locking in
quick profits, but often suffered deep losses in-
stead. The rate chasers, by contrast, consider
themselves safety-conscious — even the most ex-
treme among them who are playing with money
borrowed from credit cards — because they are
keeping their money in accounts that are federally
insured.

“The millionaires have stocks and bonds, and
they’re chasing with their safety money,” said
Nick Ferris, a 24-year-old software engineer from
Rockville, Md., who readily acknowledges that he
is one of the more aggressive rate chasers, having
borrowed money at 0 percent introductory rates

from six credit cards. “We poorer people who
don’t want to go bankrupt if the stock market
crashes are more inclined to go rate chasing with
all of our money because all of it is our safety
money.”

Rate chasers used to be retirees on fixed in-
comes who scoured the newspaper to find tiny
bumps in rates. “It meant the difference between
eating out or not,” according to Jim Bruene, editor
of an industry newsletter, Online Banking Report.

The current rate chasers are of all ages and
means, although no one tracks their numbers and
demographics. The stock market volatility this
summer along with offers of 6 percent interest on
liquid insured savings only served to underscore
the rate chasers’ conviction.

Like their day-trading predecessors, rate
chasers are all online. “Rate chasing has never
been easier than in the last two years, because of
the Internet and personal finance sites like 

BRENDAN SMIALOWSKI FOR THE NEW YORK TIMES

Nick Ferris, 24, chases rates with cash partly borrowed from 
credit cards. The investments are a “sure thing,” he says. 
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By LANDON THOMAS Jr.

Paul Tudor Jones II leans
back in his chair and grins. The
stock market is going to crash,
and he knows it. “There will be
some type of a decline, without
a question, in the next 10, 20
months,” he says in his rich
Memphis drawl. “And it will be
earth-shaking; it will be saber-
rattling.” 

Coming from a financial spec-
ulator as prominent as Mr.
Jones, a man with about $19 bil-
lion of short-term trading cap-

ital at his disposal, the words
might be enough to send ripples
through a stock market that, ap-
parently defying logic, has been
hitting new highs each day.

Except that the crash to
which Mr. Jones refers occurred
Oct. 19, 1987. His prognostica-
tion — brazen, and as impudent
as the man himself — was made
in a documentary called “Trad-
er,” which was filmed in the
year preceding that day.

Now, 20 years after the 508-
point decline, several strat-

egists are anticipating that the
earth will shake again. Valua-
tions are stretched beyond his-
torical comparisons. The mar-
ket, ever more volatile, is reach-
ing new highs, ignoring a build-
up of bad news. Most crucially,
the strategists say, the senti-
ment that the market’s rise is
infinite seems to have taken
permanent hold.

“The overvaluation of stocks
is more extreme than the 1929
high,” said Robert R. Prechter 

The Man Who Won as Others Lost
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By STEVE LOHR

Can anything stop the ascent of Google’s
stock? 

When the company’s shares pierced $600
for the first time last Monday, Wall Street ana-
lysts scrambled to jack up their price targets,
most to about $700. Jim Cramer, the high-decibel
CNBC talk-show host, told his audience on
Wednesday night “never to take financial advice
from anyone who doesn’t recommend Google.”

Google closed the week at $637.39, more
than 50 times its earnings, giving it a market
capitalization that nearly equals the total value
of the three largest traditional media compa-
nies: Time Warner, Walt Disney and the News
Corporation. Even at Google’s current stock
price, 34 of the 38 analysts following the compa-
ny have buy recommendations, according to
Thomson Financial. 

Fred Hickey, editor of The High-Tech Strat-
egist newsletter in Nashua, N.H., is one of the
few willing to call Google’s stock surge “insan-
ity.” But even he isn’t predicting when it might
end. He has placed a tiny bet against Google, but
no more. “You cannot short a mania,” he said.

What could reset expectations about Goo-
gle? What are the risk factors — short term and
longer range — that could dim the aura of inev-
itable success that surrounds the company?
What could slow the Google juggernaut? 

The potential threats, according to industry
analysts, fall into three broad categories: those
from inside the company, those from rivals, and
public policy challenges that could bring regula-
tory controls and tarnish Google’s reputation
and brand.

Any big, fast-growing company confronts
the “law of large numbers” — that is, growth
rates naturally tend to slow as a company gets
bigger. That should not be a real issue for Goo-
gle, analysts say, until it gets to be about twice
its current size. 

In 2007, the company’s revenue is projected
to reach $11.5 billion, a 58 percent annual in-

LACIE ARGYLE

Fast Start
Since it went public in 2004, Google's stock price has risen 650 
percent, far exceeding Microsoft's performance at the same stage 
in its corporate life. But Google still has a long way to go before it 
catches Microsoft, which at its peak at the end of 1999 – more than 13 
years after it went public – was up 6,118 percent from its I.P.O. price.
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“I really don’t want to answer
that question,” said Ira T. Kay,
flashing me some combination of
half-grin and half-grimace. “I

have clients.”
Does he ever. Mr.

Kay, 57, heads the ex-
ecutive compensation
practice at Watson
Wyatt Worldwide,
which is one of the

country’s leading compensation
consulting firms. He is a funny,
gregarious man, quick with a
clever retort, and utterly without
guilt about what he does for a liv-
ing — not only enabling big-time
chief executives to make oodles
of money, but defending most of
the practices that allow corporate
chieftains to reap their millions.

For years, Mr. Kay has over-
seen an annual Wyatt Watson ex-
ecutive compensation survey,
which the firm describes as an ef-
fort to provide “perspective on
the executive pay model in gen-
eral, pay for performance, stock
ownership and share usage.” The
Ira Kay perspective, not surpris-
ingly, is that while there may be a
few problems here and there
(about which more later), the
model is a darn good one. 

A few months ago, Mr. Kay
wrote a book entitled “Myths and
Realities of Executive Pay”
(Cambridge University Press),
with Steven Van Putten, a Wat-
son Wyatt colleague, that goes
even further. “It is not a coinci-
dence that the Dow Jones indus-
trial average, which stood at
5,000 in 1996, is now well above
13,000,” the authors write. “While
U.S. executive pay practices do
not entirely explain this rise,
there is little doubt that it would
not have occurred without them.”
I’ve heard Mr. Kay make this
point before — and even debated
him on it. He really does seem to
believe that all of the great eco-

nomic benefits we’ve enjoyed in
this country during the past two
decades or so can be traced back,
in no small part, to the way we
pay our chief executives. I, on the
other hand, believe he’s got the
cause and effect exactly back-
ward: that it was the rising mar-
ket that made the lucky fellas
running America’s corporations
look like geniuses — and made
them richer than they’d ever
imagined, thanks to the shift to
stock options as the primary way
to reward executives.

When I went to see him this
week to talk about his book, Mr.
Kay made the point in a more
specific, Gordon Gekko kind of
way. “There is no question,” he
told me, “that these programs
motivate superior performance.
They cause C.E.O.’s to make diffi-
cult decisions that are otherwise
unpleasant. They sell off busi-
nesses. They move offshore. The
desire for personal gain causes
them to do the hard stuff.” In oth-
er words, greed is good.

But then I asked him the ques-
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By DAVID BARBOZA

SHANGHAI, Oct. 12 — Despite
a wave of high-profile recalls, and
growing scrutiny of the quality
and safety of Chinese goods, Chi-
na’s export boom continues, ac-
cording to newly released statis-
tics from both independent ana-
lysts and the government in Bei-
jing.

China said Friday that it ex-
ported $878 billion worth of goods
in the first nine months of 2007,
up 27 percent from the period last
year, when Chinese exports post-
ed record volume.

Global worries about contam-
inated pet food, tainted seafood
and toxic toys and toothpaste
have not been significant enough
to slow China’s export engine, an-
alysts say.

“Forty million toys may be bad
for dozens of toy makers in Dong-
guan,” said Dong Tao, an econo-
mist at Credit Suisse, referring to
one of southern China’s toy-mak-
ing centers. “But that’s small po-
tatoes for China’s over $1 trillion
a year of exports.”

China’s trade surplus with the
rest of the world has already bal-
looned to $187 billion through
September of this year, up from
about $177.5 billion for all of 2006,
and much of the gains have come
in trade with the United States
and the European Union.

Even in categories hit by high-
profile recalls this year, like food
and toys, exports rose sharply,
according to data compiled by
Global Trade Information Serv-
ices, based in Columbia, S.C.

Through August, China’s food
and agriculture exports to the
United States were up 27 percent
over last year, to about $2.5 bil-
lion. And global exports of Chi-
nese-made toys jumped 18 per-
cent, to about $16 billion, during
the period, despite a series of re-
calls of lead-tainted toys by Mat-
tel Inc., the world’s largest toy 
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By LYNNLEY BROWNING

The Internal Revenue Service
is checking out dozens of partici-
pants in a financial arrangement
to see if they are reaping illegal
tax benefits by underreporting
income on mortgage-backed se-
curities, which make up the bulk
of the multitrillion-dollar market
for asset-backed securities.

The inquiry, which an I.R.S. of-
ficial said yesterday was in its
early stages, concerns the use of
arcane but powerful investment
entities known as real estate
mortgage investment conduits.

Remics, as they are called, are
a complex legal entity through
which the vast majority of mort-
gage-backed securities are sold. 

The I.R.S. is looking at whether
companies and firms that set up
remics — including the giant
housing agencies Fannie Mae
and Freddie Mac, as well as Wall
Street investment banks, com-
mercial banks and other mort-
gage originators — have under-
valued the interest earned on
those securities and thus under-
paid their federal taxes, accord-
ing to a senior I.R.S. official, Bar-
ry Schott.

Mr. Schott oversees the finan-
cial services unit of the I.R.S. di-
vision devoted to scrutinizing
large and midsize businesses. 

Mr. Schott said the I.R.S. had
looked “at a couple of cases and
discovered some issues, and
we’re expanding this to look at
other cases.” He said he thought
that “less than hundreds of bil-
lions of dollars” in interest in-
come had been underreported,
but he declined to be more spe-
cific.

He added that the I.R.S. did not
want to suggest that abuses were
widespread “because there’s a
very sensitive market.” While he 
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By JANE BIRNBAUM

They’re a latter-day version of day traders.
Rate chasers, they call themselves: savers who
hunt for the best interest rates at banks and credit
unions and quickly move their cash from one ac-
count to another. 

Their forebears took the risky path of rapidly
buying and selling stocks in the hope of locking in
quick profits, but often suffered deep losses in-
stead. The rate chasers, by contrast, consider
themselves safety-conscious — even the most ex-
treme among them who are playing with money
borrowed from credit cards — because they are
keeping their money in accounts that are federally
insured.

“The millionaires have stocks and bonds, and
they’re chasing with their safety money,” said
Nick Ferris, a 24-year-old software engineer from
Rockville, Md., who readily acknowledges that he
is one of the more aggressive rate chasers, having
borrowed money at 0 percent introductory rates

from six credit cards. “We poorer people who
don’t want to go bankrupt if the stock market
crashes are more inclined to go rate chasing with
all of our money because all of it is our safety
money.”

Rate chasers used to be retirees on fixed in-
comes who scoured the newspaper to find tiny
bumps in rates. “It meant the difference between
eating out or not,” according to Jim Bruene, editor
of an industry newsletter, Online Banking Report.

The current rate chasers are of all ages and
means, although no one tracks their numbers and
demographics. The stock market volatility this
summer along with offers of 6 percent interest on
liquid insured savings only served to underscore
the rate chasers’ conviction.

Like their day-trading predecessors, rate
chasers are all online. “Rate chasing has never
been easier than in the last two years, because of
the Internet and personal finance sites like 
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Nick Ferris, 24, chases rates with cash partly borrowed from 
credit cards. The investments are a “sure thing,” he says. 
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By LANDON THOMAS Jr.

Paul Tudor Jones II leans
back in his chair and grins. The
stock market is going to crash,
and he knows it. “There will be
some type of a decline, without
a question, in the next 10, 20
months,” he says in his rich
Memphis drawl. “And it will be
earth-shaking; it will be saber-
rattling.” 

Coming from a financial spec-
ulator as prominent as Mr.
Jones, a man with about $19 bil-
lion of short-term trading cap-

ital at his disposal, the words
might be enough to send ripples
through a stock market that, ap-
parently defying logic, has been
hitting new highs each day.

Except that the crash to
which Mr. Jones refers occurred
Oct. 19, 1987. His prognostica-
tion — brazen, and as impudent
as the man himself — was made
in a documentary called “Trad-
er,” which was filmed in the
year preceding that day.

Now, 20 years after the 508-
point decline, several strat-

egists are anticipating that the
earth will shake again. Valua-
tions are stretched beyond his-
torical comparisons. The mar-
ket, ever more volatile, is reach-
ing new highs, ignoring a build-
up of bad news. Most crucially,
the strategists say, the senti-
ment that the market’s rise is
infinite seems to have taken
permanent hold.

“The overvaluation of stocks
is more extreme than the 1929
high,” said Robert R. Prechter 
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By STEVE LOHR

Can anything stop the ascent of Google’s
stock? 

When the company’s shares pierced $600
for the first time last Monday, Wall Street ana-
lysts scrambled to jack up their price targets,
most to about $700. Jim Cramer, the high-decibel
CNBC talk-show host, told his audience on
Wednesday night “never to take financial advice
from anyone who doesn’t recommend Google.”

Google closed the week at $637.39, more
than 50 times its earnings, giving it a market
capitalization that nearly equals the total value
of the three largest traditional media compa-
nies: Time Warner, Walt Disney and the News
Corporation. Even at Google’s current stock
price, 34 of the 38 analysts following the compa-
ny have buy recommendations, according to
Thomson Financial. 

Fred Hickey, editor of The High-Tech Strat-
egist newsletter in Nashua, N.H., is one of the
few willing to call Google’s stock surge “insan-
ity.” But even he isn’t predicting when it might
end. He has placed a tiny bet against Google, but
no more. “You cannot short a mania,” he said.

What could reset expectations about Goo-
gle? What are the risk factors — short term and
longer range — that could dim the aura of inev-
itable success that surrounds the company?
What could slow the Google juggernaut? 

The potential threats, according to industry
analysts, fall into three broad categories: those
from inside the company, those from rivals, and
public policy challenges that could bring regula-
tory controls and tarnish Google’s reputation
and brand.

Any big, fast-growing company confronts
the “law of large numbers” — that is, growth
rates naturally tend to slow as a company gets
bigger. That should not be a real issue for Goo-
gle, analysts say, until it gets to be about twice
its current size. 

In 2007, the company’s revenue is projected
to reach $11.5 billion, a 58 percent annual in-

LACIE ARGYLE

Fast Start
Since it went public in 2004, Google's stock price has risen 650 
percent, far exceeding Microsoft's performance at the same stage 
in its corporate life. But Google still has a long way to go before it 
catches Microsoft, which at its peak at the end of 1999 – more than 13 
years after it went public – was up 6,118 percent from its I.P.O. price.

THE NEW YORK TIMES

Source: Bloomberg Financial Markets

+100

0

+200

+300

+400

+500

+600

+700%

24M

Stock price since I.P.O.

Google

Microsoft

36M30M18M12M6MIPO

Continued on Page 4

The Risks
To Google’s Rise
As the Stock Tops $600, Threats 
To Industry Dominance Are Up 

C M Y K Nxxx,2007-10-13,C,001,Bs-BK,E2

C1Ø N

SATURDAY, OCTOBER 13, 2007

S.& P. 500 1,561.80 U 7.39

Dow industrials 14,093.08 U 77.96

Nasdaq composite 2,805.68 U 33.48

10-yr. Treasury yield 4.68% U 0.05

The euro $1.4176 D 0.0041

Shortcuts
The Medical Bill Blues
Mention the issue of health insurance reimbursement
and almost everyone has a grim story to tell. C5

A Brighter Week for the Economy C6

By Global Standards, U.S. Stocks Lag C3

G.E.’s Profit Rises, but Not Its Shares C3

Oracle Bids, but BEA Says Not Enough C6

“I really don’t want to answer
that question,” said Ira T. Kay,
flashing me some combination of
half-grin and half-grimace. “I

have clients.”
Does he ever. Mr.

Kay, 57, heads the ex-
ecutive compensation
practice at Watson
Wyatt Worldwide,
which is one of the

country’s leading compensation
consulting firms. He is a funny,
gregarious man, quick with a
clever retort, and utterly without
guilt about what he does for a liv-
ing — not only enabling big-time
chief executives to make oodles
of money, but defending most of
the practices that allow corporate
chieftains to reap their millions.

For years, Mr. Kay has over-
seen an annual Wyatt Watson ex-
ecutive compensation survey,
which the firm describes as an ef-
fort to provide “perspective on
the executive pay model in gen-
eral, pay for performance, stock
ownership and share usage.” The
Ira Kay perspective, not surpris-
ingly, is that while there may be a
few problems here and there
(about which more later), the
model is a darn good one. 

A few months ago, Mr. Kay
wrote a book entitled “Myths and
Realities of Executive Pay”
(Cambridge University Press),
with Steven Van Putten, a Wat-
son Wyatt colleague, that goes
even further. “It is not a coinci-
dence that the Dow Jones indus-
trial average, which stood at
5,000 in 1996, is now well above
13,000,” the authors write. “While
U.S. executive pay practices do
not entirely explain this rise,
there is little doubt that it would
not have occurred without them.”
I’ve heard Mr. Kay make this
point before — and even debated
him on it. He really does seem to
believe that all of the great eco-

nomic benefits we’ve enjoyed in
this country during the past two
decades or so can be traced back,
in no small part, to the way we
pay our chief executives. I, on the
other hand, believe he’s got the
cause and effect exactly back-
ward: that it was the rising mar-
ket that made the lucky fellas
running America’s corporations
look like geniuses — and made
them richer than they’d ever
imagined, thanks to the shift to
stock options as the primary way
to reward executives.

When I went to see him this
week to talk about his book, Mr.
Kay made the point in a more
specific, Gordon Gekko kind of
way. “There is no question,” he
told me, “that these programs
motivate superior performance.
They cause C.E.O.’s to make diffi-
cult decisions that are otherwise
unpleasant. They sell off busi-
nesses. They move offshore. The
desire for personal gain causes
them to do the hard stuff.” In oth-
er words, greed is good.

But then I asked him the ques-

What If
C.E.O. Pay

Is Fair?

Continued on Page 8
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One proponent links
sky-high pay with
booming economies.

By DAVID BARBOZA

SHANGHAI, Oct. 12 — Despite
a wave of high-profile recalls, and
growing scrutiny of the quality
and safety of Chinese goods, Chi-
na’s export boom continues, ac-
cording to newly released statis-
tics from both independent ana-
lysts and the government in Bei-
jing.

China said Friday that it ex-
ported $878 billion worth of goods
in the first nine months of 2007,
up 27 percent from the period last
year, when Chinese exports post-
ed record volume.

Global worries about contam-
inated pet food, tainted seafood
and toxic toys and toothpaste
have not been significant enough
to slow China’s export engine, an-
alysts say.

“Forty million toys may be bad
for dozens of toy makers in Dong-
guan,” said Dong Tao, an econo-
mist at Credit Suisse, referring to
one of southern China’s toy-mak-
ing centers. “But that’s small po-
tatoes for China’s over $1 trillion
a year of exports.”

China’s trade surplus with the
rest of the world has already bal-
looned to $187 billion through
September of this year, up from
about $177.5 billion for all of 2006,
and much of the gains have come
in trade with the United States
and the European Union.

Even in categories hit by high-
profile recalls this year, like food
and toys, exports rose sharply,
according to data compiled by
Global Trade Information Serv-
ices, based in Columbia, S.C.

Through August, China’s food
and agriculture exports to the
United States were up 27 percent
over last year, to about $2.5 bil-
lion. And global exports of Chi-
nese-made toys jumped 18 per-
cent, to about $16 billion, during
the period, despite a series of re-
calls of lead-tainted toys by Mat-
tel Inc., the world’s largest toy 

Big Recalls
Don’t Slow
Exports 
From China 

Continued on Page 4

By LYNNLEY BROWNING

The Internal Revenue Service
is checking out dozens of partici-
pants in a financial arrangement
to see if they are reaping illegal
tax benefits by underreporting
income on mortgage-backed se-
curities, which make up the bulk
of the multitrillion-dollar market
for asset-backed securities.

The inquiry, which an I.R.S. of-
ficial said yesterday was in its
early stages, concerns the use of
arcane but powerful investment
entities known as real estate
mortgage investment conduits.

Remics, as they are called, are
a complex legal entity through
which the vast majority of mort-
gage-backed securities are sold. 

The I.R.S. is looking at whether
companies and firms that set up
remics — including the giant
housing agencies Fannie Mae
and Freddie Mac, as well as Wall
Street investment banks, com-
mercial banks and other mort-
gage originators — have under-
valued the interest earned on
those securities and thus under-
paid their federal taxes, accord-
ing to a senior I.R.S. official, Bar-
ry Schott.

Mr. Schott oversees the finan-
cial services unit of the I.R.S. di-
vision devoted to scrutinizing
large and midsize businesses. 

Mr. Schott said the I.R.S. had
looked “at a couple of cases and
discovered some issues, and
we’re expanding this to look at
other cases.” He said he thought
that “less than hundreds of bil-
lions of dollars” in interest in-
come had been underreported,
but he declined to be more spe-
cific.

He added that the I.R.S. did not
want to suggest that abuses were
widespread “because there’s a
very sensitive market.” While he 

I.R.S. Looks
At Mortgage
Securities 

Continued on Page 8

By JANE BIRNBAUM

They’re a latter-day version of day traders.
Rate chasers, they call themselves: savers who
hunt for the best interest rates at banks and credit
unions and quickly move their cash from one ac-
count to another. 

Their forebears took the risky path of rapidly
buying and selling stocks in the hope of locking in
quick profits, but often suffered deep losses in-
stead. The rate chasers, by contrast, consider
themselves safety-conscious — even the most ex-
treme among them who are playing with money
borrowed from credit cards — because they are
keeping their money in accounts that are federally
insured.

“The millionaires have stocks and bonds, and
they’re chasing with their safety money,” said
Nick Ferris, a 24-year-old software engineer from
Rockville, Md., who readily acknowledges that he
is one of the more aggressive rate chasers, having
borrowed money at 0 percent introductory rates

from six credit cards. “We poorer people who
don’t want to go bankrupt if the stock market
crashes are more inclined to go rate chasing with
all of our money because all of it is our safety
money.”

Rate chasers used to be retirees on fixed in-
comes who scoured the newspaper to find tiny
bumps in rates. “It meant the difference between
eating out or not,” according to Jim Bruene, editor
of an industry newsletter, Online Banking Report.

The current rate chasers are of all ages and
means, although no one tracks their numbers and
demographics. The stock market volatility this
summer along with offers of 6 percent interest on
liquid insured savings only served to underscore
the rate chasers’ conviction.

Like their day-trading predecessors, rate
chasers are all online. “Rate chasing has never
been easier than in the last two years, because of
the Internet and personal finance sites like 

BRENDAN SMIALOWSKI FOR THE NEW YORK TIMES

Nick Ferris, 24, chases rates with cash partly borrowed from 
credit cards. The investments are a “sure thing,” he says. 

YOUR MONEY

The Great Chase for the Highest Rate

Continued on Page 6

By LANDON THOMAS Jr.

Paul Tudor Jones II leans
back in his chair and grins. The
stock market is going to crash,
and he knows it. “There will be
some type of a decline, without
a question, in the next 10, 20
months,” he says in his rich
Memphis drawl. “And it will be
earth-shaking; it will be saber-
rattling.” 

Coming from a financial spec-
ulator as prominent as Mr.
Jones, a man with about $19 bil-
lion of short-term trading cap-

ital at his disposal, the words
might be enough to send ripples
through a stock market that, ap-
parently defying logic, has been
hitting new highs each day.

Except that the crash to
which Mr. Jones refers occurred
Oct. 19, 1987. His prognostica-
tion — brazen, and as impudent
as the man himself — was made
in a documentary called “Trad-
er,” which was filmed in the
year preceding that day.

Now, 20 years after the 508-
point decline, several strat-

egists are anticipating that the
earth will shake again. Valua-
tions are stretched beyond his-
torical comparisons. The mar-
ket, ever more volatile, is reach-
ing new highs, ignoring a build-
up of bad news. Most crucially,
the strategists say, the senti-
ment that the market’s rise is
infinite seems to have taken
permanent hold.

“The overvaluation of stocks
is more extreme than the 1929
high,” said Robert R. Prechter 

The Man Who Won as Others Lost

MARINA GARNIER

Paul Tudor Jones IIContinued on Page 4

By STEVE LOHR

Can anything stop the ascent of Google’s
stock? 

When the company’s shares pierced $600
for the first time last Monday, Wall Street ana-
lysts scrambled to jack up their price targets,
most to about $700. Jim Cramer, the high-decibel
CNBC talk-show host, told his audience on
Wednesday night “never to take financial advice
from anyone who doesn’t recommend Google.”

Google closed the week at $637.39, more
than 50 times its earnings, giving it a market
capitalization that nearly equals the total value
of the three largest traditional media compa-
nies: Time Warner, Walt Disney and the News
Corporation. Even at Google’s current stock
price, 34 of the 38 analysts following the compa-
ny have buy recommendations, according to
Thomson Financial. 

Fred Hickey, editor of The High-Tech Strat-
egist newsletter in Nashua, N.H., is one of the
few willing to call Google’s stock surge “insan-
ity.” But even he isn’t predicting when it might
end. He has placed a tiny bet against Google, but
no more. “You cannot short a mania,” he said.

What could reset expectations about Goo-
gle? What are the risk factors — short term and
longer range — that could dim the aura of inev-
itable success that surrounds the company?
What could slow the Google juggernaut? 

The potential threats, according to industry
analysts, fall into three broad categories: those
from inside the company, those from rivals, and
public policy challenges that could bring regula-
tory controls and tarnish Google’s reputation
and brand.

Any big, fast-growing company confronts
the “law of large numbers” — that is, growth
rates naturally tend to slow as a company gets
bigger. That should not be a real issue for Goo-
gle, analysts say, until it gets to be about twice
its current size. 

In 2007, the company’s revenue is projected
to reach $11.5 billion, a 58 percent annual in-

LACIE ARGYLE

Fast Start
Since it went public in 2004, Google's stock price has risen 650 
percent, far exceeding Microsoft's performance at the same stage 
in its corporate life. But Google still has a long way to go before it 
catches Microsoft, which at its peak at the end of 1999 – more than 13 
years after it went public – was up 6,118 percent from its I.P.O. price.
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Source: Bloomberg Financial Markets
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The Risks
To Google’s Rise
As the Stock Tops $600, Threats 
To Industry Dominance Are Up 
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INVESTMENT GRADE

FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4007 2730 1035 242
Advances 1762 1188 474 100
Declines 1773 1206 439 128
Unchanged 127 51 70 6
52 Week High 144 99 23 22
52 Week Low 85 68 14 3
Dollar Volume *     13,929 8,384 4,139 1,406

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Vodafone Airtouch Plc (VOD.GI) 7.750 Feb ‘10 Baa1 A– A– 105.871 105.196 105.871 0.179 5.040
Household Finance (HI.KJ) 6.400 Jun ‘08 Aa3 AA– AA– 101.048 99.879 100.779 0.377 5.182
Jpmorgan Chase Capital Xxv (JPM.JBJ) 6.800 Oct ‘37 –– A –– 101.643 101.058 101.551 0.561 6.679
NCNB (BAC.QR) 9.375 Sep ‘09 Aa2 AA– AA– 107.624 107.150 107.556 –0.110 5.167
General Electric Capital  (GE.HDM) 5.625 Sep ‘17 Aaa –– –– 102.292 99.831 100.166 –0.413 5.603
Exelon Generation Co (EXC.JU) 6.200 Oct ‘17 A3 BBB+ BBB+ 100.740 100.341 100.681 0.103 6.107
Kroger Co (KR.JV) 6.400 Aug ‘17 Baa2 BBB– BBB 103.535 102.964 103.535 0.555 5.919
Reynolds American (RAI.GP) 6.750 Jun ‘17 Ba1 BBB BBB– 102.794 102.274 102.274 –1.159 6.429
HSBC Hlds Plc (HBC.GCP) 6.500 Sep ‘37 Aa3 A+ AA– 104.009 100.083 101.209 0.876 6.408
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul ‘37 A2 A A+ 102.599 100.760 102.599 –0.143 6.672

HIGH YIELD

General Motors Nova Scotia Fiance (GM.GN) 6.850 Oct ‘08 Caa1 B– B– 100.750 99.000 99.625 0.125 7.247
General Motors (GM.HB) 8.375 Jul ‘33 Caa1 B– B– 94.000 90.000 92.750 0.500 9.107
Ford Motor Credit (F.IB) 5.800 Jan ‘09 B1 B BB– 99.500 96.000 97.250 0.240 8.172
TXU  (TXU.KO) 6.550 Nov ‘34 Caa1 CCC BB+ 77.250 77.000 77.000 –0.500 8.789
General Motors Accpt. (GMA.HC) 7.250 Mar ‘11 Ba1 BB+ BB+ 99.200 96.500 98.530 –0.720 7.749
General Motors Accpt. (GMA.IMW) 6.750 Dec ‘14 Ba1 BB+ BB+ 94.736 91.003 92.500 –0.500 8.157
Windstream  (WNDS.GD) 8.625 Aug ‘16 Ba3 BB– BB+ 108.750 108.125 108.375 –0.375 7.040
General Motors Accpt. (GMA.GY) 7.750 Jan ‘10 Ba1 BB+ BB+ 101.500 97.800 98.750 –0.375 8.360
Philippine Long Distance Telephone (PHI.GG) 8.350 Mar ‘17 Ba2 BB+ BB+ 110.875 107.500 109.000 8.000 7.023
Continental Airlines Pass Through Trusts (CAL.GJ) 7.461 Oct ‘14 Ba3 B– –– 98.625 93.500 98.625 

CONVERTIBLES

Teva Pharmaceutical Industries (TEVA.GH) 0.250 Feb ‘24 –– BBB –– 132.418 131.050 131.600 0.100 –11.432
Archer-Daniels-Midland Co (ADM.GR) 0.875 Feb ‘14 –– A –– 99.875 99.017 99.210 –0.165 1.004
NII Hlds (NIHD.GH) 3.125 Jun ‘12 –– –– –– 98.875 96.862 98.875 1.780 3.387
King Pharmaceuticals (KG.GE) 1.250 Apr ‘26 –– –– –– 82.062 81.803 81.991 –0.129 2.471
Medicis Pharmaceutical (MRX.GC) 1.500 Jun ‘33 –– –– –– 98.563 98.070 98.070 –0.562 4.589
Symantec  (SYMC.GF) 1.000 Jun ‘13 –– –– –– 122.825 121.543 121.938 0.105 –2.575
Sandisk  (SNDK.GC) 1.000 May ‘13 –– BB– –– 90.250 87.500 88.875 –2.500 3.193
Amazon.Com (AMZN.GC) 4.750 Feb ‘09 Ba3 B+ –– 121.686 119.000 121.640 1.140 –10.274
Linear Technology  (LLTC.GC) 3.000 May ‘27 –– –– –– 97.809 97.438 97.809 0.184 3.151
EMC  (EMC.GF) 1.750 Dec ‘13 –– BBB+ –– 156.268 152.291 154.711 1.280 –5.614

ASIA/PACIFIC
Australia (Dollar) .9031 .9039 1.1072 1.1064
China (Yuan) .1331 .1332 7.5115 7.5070
Hong Kong (Dollar) .1289 .1290 7.7559 7.7545
India (Rupee) .0255 .0256 39.170 39.105
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008506 .008529 117.56 117.25
Malaysia (Ringgit) .2967 .2972 3.3700 3.3645
New Zealand (Dollar) .7752 .7719 1.2900 1.2954
Pakistan (Rupee) .0165 .0165 60.64 60.68
Philippines (Peso) .0225 .0225 44.37 44.37

EUROPE
Britain (Pound) 2.0343 2.0337 .4916 .4917
Czech Rep (Koruna) .0515 .0517 19.42 19.34
Denmark (Krone) .1902 .1908 5.2562 5.2407
Europe (Euro) 1.4176 1.4217 .7054 .7034
Hungary (Forint) .0057 .0057 176.46 175.28
Norway (Krone) .1848 .1860 5.4125 5.3755
Poland (Zloty) .3809 .3818 2.63 2.62
Russia (Ruble) .0401 .0402 24.9190 24.8905
Slovak Rep (Koruna) .0422 .0424 23.72 23.59
Sweden (Krona) .1557 .1559 6.4229 6.4138
Switzerland (Franc) .8440 .8464 1.1848 1.1814
Turkey (Lira) .8377 .8389 1.1938 1.1920

Canada (Dollar) 1.0271 1.0244 .9736 .9762
Dominican Rep (Peso) .0298 .0298 33.55 33.55
Mexico (Peso) .092548 .092395 10.8052 10.8231

Bahrain (Dinar) 2.6532 2.6525 .3769 .3770
Egypt (Pound) .1802 .1802 5.5497 5.5497
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2478 .2494 4.0359 4.0100
Jordan (Dinar) 1.4134 1.4134 .7075 .7075
Kenya (Shilling) .0150 .0150 66.60 66.65
Kuwait (Dinar) 3.5660 3.5682 .2804 .2802
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2673 .2673 3.7408 3.7408
So. Africa (Rand) .1482 .1487 6.7482 6.7254
U.A.E. (Dirham) .2723 .2723 3.6723 3.6723

MIDDLE EAST/AFRICA

Singapore (Dollar) .6836 .6835 1.4628 1.4630
So. Korea (Won) .001089 .001090 918.27 917.43
Taiwan (Dollar) .0306 .0306 32.69 32.68
Thailand (Baht) .03180 .03180 31.45 31.45
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3168 .3171 3.1570 3.1540
Bolivia (Boliviano) .1307 .1303 7.6496 7.6742
Brazil (Real) .5548 .5551 1.8025 1.8015
Chile (Peso) .002015 .002021 496.28 494.80
Colombia (Peso) .000504 .000510 1982.50 1962.50
Paraguay (Guarani) .000204 .000203 4901.96 4926.11
Peru (New Sol) .3284 .3295 3.045 3.035
Uruguay (New Peso) .0451 .0451 22.1499 22.1499
Venezuela (Bolivar) .000466 .000466 2145.92 2145.92

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 63.20 64.60 62.85 63.87 + .14 138,948
Lumber CME $/1,000 bd. ft. 273.8 259.0 Jan 08 261.0 261.1 256.7 256.9 ◊ 3.4 4,466

Cocoa NYBOT $/ton 2164 1347 Dec 07 1855 1855 1815 1838 ◊ 17 58,472
Coffee NYBOT ¢/lb 141.00 110.00 Dec 07 137.80 140.80 136.20 139.30 + 1.05 104,569
Sugar-World NYBOT ¢/lb 17.85 9.22 Mar 08 9.80 9.92 9.73 9.80 ◊ .01 411,905
Sugar-Domestic NYBOT ¢/lb 21.40 18.75 Jan 08 20.40 20.41 20.40 20.41 ◊ .02 3,863
Orange Juice NYBOT ¢/lb 187.50 111.65 Jan 08 135.00 149.95 135.00 143.60 + 7.05 13,923

Live Cattle CME ¢/lb 101.45 85.50 Dec 07 97.92 97.92 96.90 97.22 ◊ .55 121,813
Feeder Cattle CME ¢/lb 115.50 111.85 Jan 08 114.77 114.77 112.00 113.90 ◊ .82 10,169
Hogs-Lean CME ¢/lb 74.70 58.40 Dec 07 60.75 61.55 58.10 58.27 ◊ 2.25 94,762
Pork Bellies CME ¢/lb 91.00 84.85 Feb 08 86.40 88.25 84.82 85.70 ◊ 1.47 1,054

Corn CBT ¢/bushel 431} 281è Dec 07 353ø 358 340} 351 + 7ü 578,474
Soybeans CBT ¢/bushel 1017} 599 Nov 07 979} 993ü 973ü 976} ◊ 4} 177,061
Soybean Meal CBT $/ton 293.00 172.00 Dec 07 279.30 283.60 275.90 278.90 + .80 96,309
Soybean Oil CBT ¢/lb 40.59 25.83 Dec 07 39.74 40.37 39.50 39.53 ◊ .44 124,794
Wheat CBT ¢/bushel 961} 434ø Dec 07 863ü 890 853 857ø ◊ 25ø 211,407
Winter Wheat KC ¢/bushel 950ø 456 Dec 07 875 876 857 867} ◊ 18ü 78,015
Oats CBT ¢/bushel 295 199 Dec 07 274} 278ø 273 277 + 2ü 11,208
Rough Rice CBT $/CWT 11.800 10.020 Nov 07 11.700 11.780 11.580 11.640 ◊ .080 8,645

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 754.40 757.60 750.00 753.80 ◊ 2.90 314,544
Silver CMX ¢/troy oz. 1530.0 754.0 Dec 07 1390.0 1399.5 1379.5 1390.3 ◊ 8.2 80,796
Platinum NYM $/troy oz. 1425.30 1155.00 Jan 08 1413.50 1424.90 1402.50 1414.20 ◊ 6.20 14,704
Palladium NYM $/oz. 398.95 320.00 Dec 07 378.00 385.50 376.10 379.50 ◊ 6.45 13,143
Hi Grade Copper CMX ¢/lb 378.00 238.00 Dec 07 365.30 369.30 363.05 365.25 ◊ 1.65 62,069

Light Sweet Crude NYM $/bbl. 83.01 50.05 Dec 07 82.82 83.01 81.79 82.74 + .48 371,702
Gas Blend NYM  2.1224 1.6766 Nov 07 2.0875 2.1005 2.0478 2.0851 + .0185 59,741
Heating Oil NYM ¢/gal 233.50 167.30 Dec 07 227.50 228.18 225.15 226.69 + .11 75,964
Natural Gas NYM $/mm btu 11.900 7.480 Jan 08 8.040 8.070 7.945 8.046 + .005 80,502

Jan 08 — — 4.09 4.08 + 0.08 4.19
Apr 08 — — 4.14 4.13 + 0.02 4.29

Apr 12 2 1025.83 98-27 98-28 ◊0-03 2.27
Jul 17 2œ 1004.38 102-10 102-11 ◊0-08 2.35
Jan 27 2Å 1032.23 99-19 99-20 ◊0-19 2.40
Apr 32 3Å 1172.75 119-26 119-27 ◊0-26 2.31

Sep 09 4 — 99.19 99.20 ◊ 0.04 4.20
Sep 12 4ü — 99.09 99.10 ◊ 0.06 4.40
Aug 17 4} — 100.15 100.16 ◊ 0.07 4.68
May 37 5 — 101.15 101.16 ◊ 0.11 4.90

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1291 .1289 7.7465 7.7599
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0530 .0530 18.87 18.87
Panama (Balboa) 1.00 1.00 1.00 1.00

%+15

–10

’02 ’07

Construction Spending
Change from
previous year

Aug. ’07 %–1.7
July ’07 –2.4

%+6

–4

’02 ’07

Personal Savings Rate
Percent of
disposable income

Aug. ’07 %+0.7
July ’07 +0.9

–30

–70

’02 ’07

Balance of Trade
In billions of dollars
Seasonally adjusted

Aug. ’07 –57.6
July ’07 –59.0

12

2

’02 ’07

Housing Supply
In months

Aug. ’07 10.0
July ’07 9.5

65

45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

Sept. ’07 52.0
Aug. ’07 52.9

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 4.75 5.25% %

Prime rate 7.75 8.25

15-yr fixed 5.73 5.63

15-yr fixed jumbo 6.50 5.87

30-yr fixed 6.11 5.94

30-yr fixed jumbo 6.75 6.21

5/1 adj. rate 5.88 5.62

5/1 adj. rate jumbo 6.41 5.82

1-year adj. rate 5.75 5.33

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line good credit* 7.20 7.12% %

$75K line excel. credit* 6.65 6.61

$75K loan good credit* 8.04 7.64

$75K loan excel. credit* 7.72 7.48

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.43 7.79% %

60-mo. new car 6.92 6.94

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.66 3.46% %

$10K min. money-mkt 3.94 3.88

6-month CD 4.54 4.64

1-year CD 4.68 4.89

2-year CD 4.58 4.80

5-year IRA CD 4.53 4.60

CD’s and Money Market Rates
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ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analy-
sis of industry sectors and stock indexes is available online. nytimes.com/business

tion that caught him up short. I
wanted to know whether he be-
lieved that the many critics of ex-
ecutive compensation — all of us
who think there is something fun-
damentally wrong with a system
that allows the C.E.O. to make 400
times what the average worker
makes — were practicing a form
of class warfare? In other words,
is there a moral element to the
debate over C.E.O. pay? Those
were the questions the normally
loquacious Mr. Kay didn’t want to
answer. They are also questions,
I realized, that I’ve been avoiding
as well.

•
Here’s a thought exercise. Sup-

pose we lived in an ideal world,
where the pay-for-performance
system of executive compensa-
tion was a reality, instead of the
mirage it is today. Suppose that
boards of directors actually con-
ducted tough arms-length negoti-
ations with chief executives. And
chief executives had deals that
brought them mega-wealth only
if the company’s profits rose
sharply and the stock price went
up. And that if they failed to in-
crease profits and the stock price,
and got fired, they didn’t get to
line their pockets on their way
out the door. If that were the
case, would you still be outraged
at the staggering sums chief ex-
ecutives make? 

Interesting question, isn’t it?
Among institutional investors
and in the media, the argument
against multimillion-dollar C.E.O.
pay packages is almost always
phrased as a problem with the
pay-for-performance model that
Mr. Kay so stoutly defends. For
instance, the furor that arose last
year over the compensation of
Robert L. Nardelli, the former
chief executive of Home Depot,
was not simply that he made an
outrageous amount of money —
but that Home Depot’s stock
price hadn’t done a thing in the
five years he’d run the company.
His pay didn’t justify his per-
formance. 

But it’s hard to believe that
those leading the charge against
his pay package, starting with
the American Federation of
State, County and Municipal Em-
ployees, weren’t upset mainly by
the fact that Mr. Nardelli had a
$200 million pay package in the
first place — no matter how he
had performed. Indeed, if you go
to the Web site of many of the big
unions — not to mention the
many religious organizations
that have taken to shareholder
activism — you’ll see manifes-
toes decrying the enormous
C.E.O. pay packages that are par
for the course today. Many of
them are especially mournful of
the growing gap between the pay
of the chief executive and that of
the average employees. When
the big unions target underper-
forming C.E.O.’s each year, they
are doing so mainly because it is
the easiest way to generate out-
rage over the fact that all chief
executives are paid so much.

I’ve long been a member of the
“chief executives make too

much” school. I think executive
compensation is a socially corro-
sive issue, especially when the
middle class is struggling. I think
it creates morale problems when
the C.E.O. makes so much more
than even other top executives.
But what offends me most is a
somewhat different issue: that
the market for executive com-
pensation is so clearly rigged.
Chief executives sit on one an-
other’s boards, so they have an
incentive to take care of one an-
other. Directors are predisposed

to want to make the chief execu-
tive happy since, after all, he or
she is the one who picked them
for the board. Far too often, a
chief executive’s pay isn’t a re-
sult of an arms-length negotia-
tion, but a result of a kind of a
corporate buddy system.

Mr. Kay, of course, insists that
there is a real market for C.E.O.
pay — rather than the rigged
market I just described — though
he does grant that “C.E.O.’s have
relative power compared to their
boards.” He can cite statistic af-
ter statistic, using such measures
as “realizable long-term incen-
tive pay,” showing that high-per-
forming chief executives put
more money in their pockets than
those whose companies do poor-
ly. 

But what struck me in speak-
ing to him was the way in which
he himself seemed to acknowl-
edge that, at long last, the game
itself was becoming at least a lit-
tle less rigged. The constant
clamor by institutional investors
has had an effect on boards, he
said. What’s more, “boards are
starting to play hardball on sev-
erance, pensions and perqui-
sites.” He added, “It is a strategic
shift in the labor market, because
these goodies used to come with
the package.”

Indeed, he told me he had be-
gun recommending to boards

that the severance packages for
chief executives, which have
been such a source of contro-
versy, be pared back, especially
for chief executives who have
been on the job for a while and
have reaped considerable com-
pensation rewards. Two compa-
nies, he added, had agreed to do
so — though he declined to identi-
fy them. (They’re clients after
all.) A few days after he spoke to
me, Mr. Kay spoke at a confer-
ence run by Jesse M. Brill, one of
the loudest executive compensa-
tion critics and publisher of Com-
pensationStandards.com. When I
spoke to Mr. Brill the day before
the conference, he was practical-
ly beside himself with excitement
— Mr. Kay, he told me, was going
to publicly denounce outsize, and
unnecessary, severance pack-
ages. “It’s a very big deal,” he
said.

And it could be — if it leads oth-
er compensation consultants to
follow his lead, and boards to be-
gin rethinking big severance
packages for C.E.O.’s who have
either failed to perform or have
been in the job so long they have
already reaped tremendous re-
wards. But it’s also just a start.
What we really need is confi-
dence that boards are finally
treating the shareholders’ money
as if it were their own — and ne-
gotiating as fiercely as, say, Theo
Epstein of the Boston Red Sox
negotiates with Scott Boras, the
famous player’s agent. Which
leads to one last thought exer-
cise. Baseball players also make
outsize salaries, as do actors and
rock stars. You could easily make
the argument that their pay is
also socially corrosive — part of
the growing gap between rich
and poor — and even unfair giv-
en how little teachers make by
comparison. But even many of
the same people who think
C.E.O.’s are paid too much don’t
take the same position about
these other highly paid profes-
sions. 

Why not? The reason, I’m con-
vinced, is that we feel confident
that they are being paid what the
market says they’re worth. Their
compensation has been set by a
real market, not a rigged one.
And markets, in the end, aren’t
moral or immoral. They just are.
We accept their judgment.

I asked Lucian Bebchuk, the
big compensation critic at Har-
vard, what would happen if
C.E.O. pay was finally subjected
to real market forces. My worry
is that it has risen so high in the
rigged market that it would nev-
er come down, even in a real one.
Professor Bebchuk disagreed.
“We cannot predict the true mar-
ket level because we have not
had a well functioning market,”
he said. “But markets do adjust.
If the true market level were sig-
nificantly below the current level,
then compensation would go
down. It wouldn’t happen over-
night, but it would happen.”

And if it didn’t come down? If it
turned out that in a real market
for C.E.O. pay, their compensa-
tion remained in the strato-
sphere? I might not like it, but I
could live with it.

Could you?

What if C.E.O. Pay Is Really Fair?
From First Business Page

Rigged? There is no
guarantee that the
‘real’ market would
yield lower pay.
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Ira T. Kay, a champion of high
chief executive compensation.

said that approximately 20 to 30
companies involved in remics
were under scrutiny, he declined
to give their names, citing tax-
payer confidentiality rules. 

Mr. Schott said that the scru-
tiny, which was first reported
yesterday in Tax Analysts, a
prominent trade publication, was
not related to the recent turmoil
in the mortgage markets. The is-
suance of mortgage-backed secu-
rities has been all but frozen be-
cause of those problems, and
large banks and hedge funds
have taken big losses on invest-
ments in the securities. 

A remic is typically a tax-free
trust set up to issue and sell pools
of existing mortgages, both resi-
dential and commercial, to in-
vestors. 

A trust is set up by a bank or
other company — called a spon-
sor — which sells or transfers
mortgage pools to the trust. That
move is taxable to the sponsors.

They then use the remic to
carve those pools into slices,
bearing varying degrees of risk,
for sale to institutional investors
— typically other banks, hedge
funds, insurance companies and
pension funds.

The investors who buy the
slices pay taxes on their invest-
ments. Often the sponsors them-
selves retain a slice of the mort-

gage pools in the remic.
First created in the 1980s, rem-

ics have ballooned in popularity
in recent years, and now account
for an estimated 50 to 70 percent
of the multitrillion-dollar market
for asset-backed securities.

Securitization has allowed
home lenders over the last dec-
ade to vastly increase the amount
of money available for home
loans, by moving existing loans
off their balance sheets and free-

ing up cash. The market for mort-
gage-backed securities now ex-
ceeds that for United States
Treasury bills, one of the world’s
largest markets.

Remics are a crucial compo-
nent of that process. Their profits
or losses flow through to the in-
vestors who buy the mortgage
pool slices, and are taxable to
those investors. Remics, which
are themselves tax-free, thus al-
low investors and sponsors to
avoid double taxation.

Remics that violate the tax
code, however, can lose their tax-

free status, potentially causing
either their sponsors or their in-
vestors to face a big tax bill.

Mr. Schott said that the I.R.S.
was looking at whether sponsors
of remics were deliberately
underreporting the income they
earned from regular and residual
interest on securitized mortgages
sold through remics.

The sponsors typically set the
value of the interest according to
complex calculations involving
when and how borrowers are
likely to pay off their mortgages.

The inquiry stemmed from
some of those interest calcula-
tions, which the I.R.S. believed
estimated the interest to be paid
over time incorrectly.

Any underreporting could also
affect the buyers of the mortgage
slices, because they could unwit-
tingly be paying too little tax on
their investments.

“If there is general noncompli-
ance, it’s going to cut across all of
those pockets,” Mr. Schott said.

A spokesman for Freddie Mac,
which has issued tens of billions
of securities through the remics
that it sponsors, said yesterday
only that “our remic program is a
key component of our securitiza-
tion business here.” 

Fannie Mae, one of the largest
issuers of mortgage-backed secu-
rities and users of remics, did not
have a comment on the investiga-
tion.

I.R.S. Is ScrutinizingMortgage Securities
From First Business Page

A multitrillion-dollar
market financed by
an arcane system.
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INVESTMENT GRADE

FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4007 2730 1035 242
Advances 1762 1188 474 100
Declines 1773 1206 439 128
Unchanged 127 51 70 6
52 Week High 144 99 23 22
52 Week Low 85 68 14 3
Dollar Volume *     13,929 8,384 4,139 1,406

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Vodafone Airtouch Plc (VOD.GI) 7.750 Feb ‘10 Baa1 A– A– 105.871 105.196 105.871 0.179 5.040
Household Finance (HI.KJ) 6.400 Jun ‘08 Aa3 AA– AA– 101.048 99.879 100.779 0.377 5.182
Jpmorgan Chase Capital Xxv (JPM.JBJ) 6.800 Oct ‘37 –– A –– 101.643 101.058 101.551 0.561 6.679
NCNB (BAC.QR) 9.375 Sep ‘09 Aa2 AA– AA– 107.624 107.150 107.556 –0.110 5.167
General Electric Capital  (GE.HDM) 5.625 Sep ‘17 Aaa –– –– 102.292 99.831 100.166 –0.413 5.603
Exelon Generation Co (EXC.JU) 6.200 Oct ‘17 A3 BBB+ BBB+ 100.740 100.341 100.681 0.103 6.107
Kroger Co (KR.JV) 6.400 Aug ‘17 Baa2 BBB– BBB 103.535 102.964 103.535 0.555 5.919
Reynolds American (RAI.GP) 6.750 Jun ‘17 Ba1 BBB BBB– 102.794 102.274 102.274 –1.159 6.429
HSBC Hlds Plc (HBC.GCP) 6.500 Sep ‘37 Aa3 A+ AA– 104.009 100.083 101.209 0.876 6.408
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul ‘37 A2 A A+ 102.599 100.760 102.599 –0.143 6.672

HIGH YIELD

General Motors Nova Scotia Fiance (GM.GN) 6.850 Oct ‘08 Caa1 B– B– 100.750 99.000 99.625 0.125 7.247
General Motors (GM.HB) 8.375 Jul ‘33 Caa1 B– B– 94.000 90.000 92.750 0.500 9.107
Ford Motor Credit (F.IB) 5.800 Jan ‘09 B1 B BB– 99.500 96.000 97.250 0.240 8.172
TXU  (TXU.KO) 6.550 Nov ‘34 Caa1 CCC BB+ 77.250 77.000 77.000 –0.500 8.789
General Motors Accpt. (GMA.HC) 7.250 Mar ‘11 Ba1 BB+ BB+ 99.200 96.500 98.530 –0.720 7.749
General Motors Accpt. (GMA.IMW) 6.750 Dec ‘14 Ba1 BB+ BB+ 94.736 91.003 92.500 –0.500 8.157
Windstream  (WNDS.GD) 8.625 Aug ‘16 Ba3 BB– BB+ 108.750 108.125 108.375 –0.375 7.040
General Motors Accpt. (GMA.GY) 7.750 Jan ‘10 Ba1 BB+ BB+ 101.500 97.800 98.750 –0.375 8.360
Philippine Long Distance Telephone (PHI.GG) 8.350 Mar ‘17 Ba2 BB+ BB+ 110.875 107.500 109.000 8.000 7.023
Continental Airlines Pass Through Trusts (CAL.GJ) 7.461 Oct ‘14 Ba3 B– –– 98.625 93.500 98.625 

CONVERTIBLES

Teva Pharmaceutical Industries (TEVA.GH) 0.250 Feb ‘24 –– BBB –– 132.418 131.050 131.600 0.100 –11.432
Archer-Daniels-Midland Co (ADM.GR) 0.875 Feb ‘14 –– A –– 99.875 99.017 99.210 –0.165 1.004
NII Hlds (NIHD.GH) 3.125 Jun ‘12 –– –– –– 98.875 96.862 98.875 1.780 3.387
King Pharmaceuticals (KG.GE) 1.250 Apr ‘26 –– –– –– 82.062 81.803 81.991 –0.129 2.471
Medicis Pharmaceutical (MRX.GC) 1.500 Jun ‘33 –– –– –– 98.563 98.070 98.070 –0.562 4.589
Symantec  (SYMC.GF) 1.000 Jun ‘13 –– –– –– 122.825 121.543 121.938 0.105 –2.575
Sandisk  (SNDK.GC) 1.000 May ‘13 –– BB– –– 90.250 87.500 88.875 –2.500 3.193
Amazon.Com (AMZN.GC) 4.750 Feb ‘09 Ba3 B+ –– 121.686 119.000 121.640 1.140 –10.274
Linear Technology  (LLTC.GC) 3.000 May ‘27 –– –– –– 97.809 97.438 97.809 0.184 3.151
EMC  (EMC.GF) 1.750 Dec ‘13 –– BBB+ –– 156.268 152.291 154.711 1.280 –5.614

ASIA/PACIFIC
Australia (Dollar) .9031 .9039 1.1072 1.1064
China (Yuan) .1331 .1332 7.5115 7.5070
Hong Kong (Dollar) .1289 .1290 7.7559 7.7545
India (Rupee) .0255 .0256 39.170 39.105
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008506 .008529 117.56 117.25
Malaysia (Ringgit) .2967 .2972 3.3700 3.3645
New Zealand (Dollar) .7752 .7719 1.2900 1.2954
Pakistan (Rupee) .0165 .0165 60.64 60.68
Philippines (Peso) .0225 .0225 44.37 44.37

EUROPE
Britain (Pound) 2.0343 2.0337 .4916 .4917
Czech Rep (Koruna) .0515 .0517 19.42 19.34
Denmark (Krone) .1902 .1908 5.2562 5.2407
Europe (Euro) 1.4176 1.4217 .7054 .7034
Hungary (Forint) .0057 .0057 176.46 175.28
Norway (Krone) .1848 .1860 5.4125 5.3755
Poland (Zloty) .3809 .3818 2.63 2.62
Russia (Ruble) .0401 .0402 24.9190 24.8905
Slovak Rep (Koruna) .0422 .0424 23.72 23.59
Sweden (Krona) .1557 .1559 6.4229 6.4138
Switzerland (Franc) .8440 .8464 1.1848 1.1814
Turkey (Lira) .8377 .8389 1.1938 1.1920

Canada (Dollar) 1.0271 1.0244 .9736 .9762
Dominican Rep (Peso) .0298 .0298 33.55 33.55
Mexico (Peso) .092548 .092395 10.8052 10.8231

Bahrain (Dinar) 2.6532 2.6525 .3769 .3770
Egypt (Pound) .1802 .1802 5.5497 5.5497
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2478 .2494 4.0359 4.0100
Jordan (Dinar) 1.4134 1.4134 .7075 .7075
Kenya (Shilling) .0150 .0150 66.60 66.65
Kuwait (Dinar) 3.5660 3.5682 .2804 .2802
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2673 .2673 3.7408 3.7408
So. Africa (Rand) .1482 .1487 6.7482 6.7254
U.A.E. (Dirham) .2723 .2723 3.6723 3.6723

MIDDLE EAST/AFRICA

Singapore (Dollar) .6836 .6835 1.4628 1.4630
So. Korea (Won) .001089 .001090 918.27 917.43
Taiwan (Dollar) .0306 .0306 32.69 32.68
Thailand (Baht) .03180 .03180 31.45 31.45
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3168 .3171 3.1570 3.1540
Bolivia (Boliviano) .1307 .1303 7.6496 7.6742
Brazil (Real) .5548 .5551 1.8025 1.8015
Chile (Peso) .002015 .002021 496.28 494.80
Colombia (Peso) .000504 .000510 1982.50 1962.50
Paraguay (Guarani) .000204 .000203 4901.96 4926.11
Peru (New Sol) .3284 .3295 3.045 3.035
Uruguay (New Peso) .0451 .0451 22.1499 22.1499
Venezuela (Bolivar) .000466 .000466 2145.92 2145.92

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 63.20 64.60 62.85 63.87 + .14 138,948
Lumber CME $/1,000 bd. ft. 273.8 259.0 Jan 08 261.0 261.1 256.7 256.9 ◊ 3.4 4,466

Cocoa NYBOT $/ton 2164 1347 Dec 07 1855 1855 1815 1838 ◊ 17 58,472
Coffee NYBOT ¢/lb 141.00 110.00 Dec 07 137.80 140.80 136.20 139.30 + 1.05 104,569
Sugar-World NYBOT ¢/lb 17.85 9.22 Mar 08 9.80 9.92 9.73 9.80 ◊ .01 411,905
Sugar-Domestic NYBOT ¢/lb 21.40 18.75 Jan 08 20.40 20.41 20.40 20.41 ◊ .02 3,863
Orange Juice NYBOT ¢/lb 187.50 111.65 Jan 08 135.00 149.95 135.00 143.60 + 7.05 13,923

Live Cattle CME ¢/lb 101.45 85.50 Dec 07 97.92 97.92 96.90 97.22 ◊ .55 121,813
Feeder Cattle CME ¢/lb 115.50 111.85 Jan 08 114.77 114.77 112.00 113.90 ◊ .82 10,169
Hogs-Lean CME ¢/lb 74.70 58.40 Dec 07 60.75 61.55 58.10 58.27 ◊ 2.25 94,762
Pork Bellies CME ¢/lb 91.00 84.85 Feb 08 86.40 88.25 84.82 85.70 ◊ 1.47 1,054

Corn CBT ¢/bushel 431} 281è Dec 07 353ø 358 340} 351 + 7ü 578,474
Soybeans CBT ¢/bushel 1017} 599 Nov 07 979} 993ü 973ü 976} ◊ 4} 177,061
Soybean Meal CBT $/ton 293.00 172.00 Dec 07 279.30 283.60 275.90 278.90 + .80 96,309
Soybean Oil CBT ¢/lb 40.59 25.83 Dec 07 39.74 40.37 39.50 39.53 ◊ .44 124,794
Wheat CBT ¢/bushel 961} 434ø Dec 07 863ü 890 853 857ø ◊ 25ø 211,407
Winter Wheat KC ¢/bushel 950ø 456 Dec 07 875 876 857 867} ◊ 18ü 78,015
Oats CBT ¢/bushel 295 199 Dec 07 274} 278ø 273 277 + 2ü 11,208
Rough Rice CBT $/CWT 11.800 10.020 Nov 07 11.700 11.780 11.580 11.640 ◊ .080 8,645

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 754.40 757.60 750.00 753.80 ◊ 2.90 314,544
Silver CMX ¢/troy oz. 1530.0 754.0 Dec 07 1390.0 1399.5 1379.5 1390.3 ◊ 8.2 80,796
Platinum NYM $/troy oz. 1425.30 1155.00 Jan 08 1413.50 1424.90 1402.50 1414.20 ◊ 6.20 14,704
Palladium NYM $/oz. 398.95 320.00 Dec 07 378.00 385.50 376.10 379.50 ◊ 6.45 13,143
Hi Grade Copper CMX ¢/lb 378.00 238.00 Dec 07 365.30 369.30 363.05 365.25 ◊ 1.65 62,069

Light Sweet Crude NYM $/bbl. 83.01 50.05 Dec 07 82.82 83.01 81.79 82.74 + .48 371,702
Gas Blend NYM  2.1224 1.6766 Nov 07 2.0875 2.1005 2.0478 2.0851 + .0185 59,741
Heating Oil NYM ¢/gal 233.50 167.30 Dec 07 227.50 228.18 225.15 226.69 + .11 75,964
Natural Gas NYM $/mm btu 11.900 7.480 Jan 08 8.040 8.070 7.945 8.046 + .005 80,502

Jan 08 — — 4.09 4.08 + 0.08 4.19
Apr 08 — — 4.14 4.13 + 0.02 4.29

Apr 12 2 1025.83 98-27 98-28 ◊0-03 2.27
Jul 17 2œ 1004.38 102-10 102-11 ◊0-08 2.35
Jan 27 2Å 1032.23 99-19 99-20 ◊0-19 2.40
Apr 32 3Å 1172.75 119-26 119-27 ◊0-26 2.31

Sep 09 4 — 99.19 99.20 ◊ 0.04 4.20
Sep 12 4ü — 99.09 99.10 ◊ 0.06 4.40
Aug 17 4} — 100.15 100.16 ◊ 0.07 4.68
May 37 5 — 101.15 101.16 ◊ 0.11 4.90

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1291 .1289 7.7465 7.7599
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0530 .0530 18.87 18.87
Panama (Balboa) 1.00 1.00 1.00 1.00

%+15

–10

’02 ’07

Construction Spending
Change from
previous year

Aug. ’07 %–1.7
July ’07 –2.4

%+6

–4

’02 ’07

Personal Savings Rate
Percent of
disposable income

Aug. ’07 %+0.7
July ’07 +0.9

–30

–70

’02 ’07

Balance of Trade
In billions of dollars
Seasonally adjusted

Aug. ’07 –57.6
July ’07 –59.0

12

2

’02 ’07

Housing Supply
In months

Aug. ’07 10.0
July ’07 9.5

65

45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

Sept. ’07 52.0
Aug. ’07 52.9

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 4.75 5.25% %

Prime rate 7.75 8.25

15-yr fixed 5.73 5.63

15-yr fixed jumbo 6.50 5.87

30-yr fixed 6.11 5.94

30-yr fixed jumbo 6.75 6.21

5/1 adj. rate 5.88 5.62

5/1 adj. rate jumbo 6.41 5.82

1-year adj. rate 5.75 5.33

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line good credit* 7.20 7.12% %

$75K line excel. credit* 6.65 6.61

$75K loan good credit* 8.04 7.64

$75K loan excel. credit* 7.72 7.48

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.43 7.79% %

60-mo. new car 6.92 6.94

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.66 3.46% %

$10K min. money-mkt 3.94 3.88

6-month CD 4.54 4.64

1-year CD 4.68 4.89

2-year CD 4.58 4.80

5-year IRA CD 4.53 4.60

CD’s and Money Market Rates
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ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analy-
sis of industry sectors and stock indexes is available online. nytimes.com/business

tion that caught him up short. I
wanted to know whether he be-
lieved that the many critics of ex-
ecutive compensation — all of us
who think there is something fun-
damentally wrong with a system
that allows the C.E.O. to make 400
times what the average worker
makes — were practicing a form
of class warfare? In other words,
is there a moral element to the
debate over C.E.O. pay? Those
were the questions the normally
loquacious Mr. Kay didn’t want to
answer. They are also questions,
I realized, that I’ve been avoiding
as well.

•
Here’s a thought exercise. Sup-

pose we lived in an ideal world,
where the pay-for-performance
system of executive compensa-
tion was a reality, instead of the
mirage it is today. Suppose that
boards of directors actually con-
ducted tough arms-length negoti-
ations with chief executives. And
chief executives had deals that
brought them mega-wealth only
if the company’s profits rose
sharply and the stock price went
up. And that if they failed to in-
crease profits and the stock price,
and got fired, they didn’t get to
line their pockets on their way
out the door. If that were the
case, would you still be outraged
at the staggering sums chief ex-
ecutives make? 

Interesting question, isn’t it?
Among institutional investors
and in the media, the argument
against multimillion-dollar C.E.O.
pay packages is almost always
phrased as a problem with the
pay-for-performance model that
Mr. Kay so stoutly defends. For
instance, the furor that arose last
year over the compensation of
Robert L. Nardelli, the former
chief executive of Home Depot,
was not simply that he made an
outrageous amount of money —
but that Home Depot’s stock
price hadn’t done a thing in the
five years he’d run the company.
His pay didn’t justify his per-
formance. 

But it’s hard to believe that
those leading the charge against
his pay package, starting with
the American Federation of
State, County and Municipal Em-
ployees, weren’t upset mainly by
the fact that Mr. Nardelli had a
$200 million pay package in the
first place — no matter how he
had performed. Indeed, if you go
to the Web site of many of the big
unions — not to mention the
many religious organizations
that have taken to shareholder
activism — you’ll see manifes-
toes decrying the enormous
C.E.O. pay packages that are par
for the course today. Many of
them are especially mournful of
the growing gap between the pay
of the chief executive and that of
the average employees. When
the big unions target underper-
forming C.E.O.’s each year, they
are doing so mainly because it is
the easiest way to generate out-
rage over the fact that all chief
executives are paid so much.

I’ve long been a member of the
“chief executives make too

much” school. I think executive
compensation is a socially corro-
sive issue, especially when the
middle class is struggling. I think
it creates morale problems when
the C.E.O. makes so much more
than even other top executives.
But what offends me most is a
somewhat different issue: that
the market for executive com-
pensation is so clearly rigged.
Chief executives sit on one an-
other’s boards, so they have an
incentive to take care of one an-
other. Directors are predisposed

to want to make the chief execu-
tive happy since, after all, he or
she is the one who picked them
for the board. Far too often, a
chief executive’s pay isn’t a re-
sult of an arms-length negotia-
tion, but a result of a kind of a
corporate buddy system.

Mr. Kay, of course, insists that
there is a real market for C.E.O.
pay — rather than the rigged
market I just described — though
he does grant that “C.E.O.’s have
relative power compared to their
boards.” He can cite statistic af-
ter statistic, using such measures
as “realizable long-term incen-
tive pay,” showing that high-per-
forming chief executives put
more money in their pockets than
those whose companies do poor-
ly. 

But what struck me in speak-
ing to him was the way in which
he himself seemed to acknowl-
edge that, at long last, the game
itself was becoming at least a lit-
tle less rigged. The constant
clamor by institutional investors
has had an effect on boards, he
said. What’s more, “boards are
starting to play hardball on sev-
erance, pensions and perqui-
sites.” He added, “It is a strategic
shift in the labor market, because
these goodies used to come with
the package.”

Indeed, he told me he had be-
gun recommending to boards

that the severance packages for
chief executives, which have
been such a source of contro-
versy, be pared back, especially
for chief executives who have
been on the job for a while and
have reaped considerable com-
pensation rewards. Two compa-
nies, he added, had agreed to do
so — though he declined to identi-
fy them. (They’re clients after
all.) A few days after he spoke to
me, Mr. Kay spoke at a confer-
ence run by Jesse M. Brill, one of
the loudest executive compensa-
tion critics and publisher of Com-
pensationStandards.com. When I
spoke to Mr. Brill the day before
the conference, he was practical-
ly beside himself with excitement
— Mr. Kay, he told me, was going
to publicly denounce outsize, and
unnecessary, severance pack-
ages. “It’s a very big deal,” he
said.

And it could be — if it leads oth-
er compensation consultants to
follow his lead, and boards to be-
gin rethinking big severance
packages for C.E.O.’s who have
either failed to perform or have
been in the job so long they have
already reaped tremendous re-
wards. But it’s also just a start.
What we really need is confi-
dence that boards are finally
treating the shareholders’ money
as if it were their own — and ne-
gotiating as fiercely as, say, Theo
Epstein of the Boston Red Sox
negotiates with Scott Boras, the
famous player’s agent. Which
leads to one last thought exer-
cise. Baseball players also make
outsize salaries, as do actors and
rock stars. You could easily make
the argument that their pay is
also socially corrosive — part of
the growing gap between rich
and poor — and even unfair giv-
en how little teachers make by
comparison. But even many of
the same people who think
C.E.O.’s are paid too much don’t
take the same position about
these other highly paid profes-
sions. 

Why not? The reason, I’m con-
vinced, is that we feel confident
that they are being paid what the
market says they’re worth. Their
compensation has been set by a
real market, not a rigged one.
And markets, in the end, aren’t
moral or immoral. They just are.
We accept their judgment.

I asked Lucian Bebchuk, the
big compensation critic at Har-
vard, what would happen if
C.E.O. pay was finally subjected
to real market forces. My worry
is that it has risen so high in the
rigged market that it would nev-
er come down, even in a real one.
Professor Bebchuk disagreed.
“We cannot predict the true mar-
ket level because we have not
had a well functioning market,”
he said. “But markets do adjust.
If the true market level were sig-
nificantly below the current level,
then compensation would go
down. It wouldn’t happen over-
night, but it would happen.”

And if it didn’t come down? If it
turned out that in a real market
for C.E.O. pay, their compensa-
tion remained in the strato-
sphere? I might not like it, but I
could live with it.

Could you?

What if C.E.O. Pay Is Really Fair?
From First Business Page

Rigged? There is no
guarantee that the
‘real’ market would
yield lower pay.

TYLER HICKS/THE NEW YORK TIMES

Ira T. Kay, a champion of high
chief executive compensation.

said that approximately 20 to 30
companies involved in remics
were under scrutiny, he declined
to give their names, citing tax-
payer confidentiality rules. 

Mr. Schott said that the scru-
tiny, which was first reported
yesterday in Tax Analysts, a
prominent trade publication, was
not related to the recent turmoil
in the mortgage markets. The is-
suance of mortgage-backed secu-
rities has been all but frozen be-
cause of those problems, and
large banks and hedge funds
have taken big losses on invest-
ments in the securities. 

A remic is typically a tax-free
trust set up to issue and sell pools
of existing mortgages, both resi-
dential and commercial, to in-
vestors. 

A trust is set up by a bank or
other company — called a spon-
sor — which sells or transfers
mortgage pools to the trust. That
move is taxable to the sponsors.

They then use the remic to
carve those pools into slices,
bearing varying degrees of risk,
for sale to institutional investors
— typically other banks, hedge
funds, insurance companies and
pension funds.

The investors who buy the
slices pay taxes on their invest-
ments. Often the sponsors them-
selves retain a slice of the mort-

gage pools in the remic.
First created in the 1980s, rem-

ics have ballooned in popularity
in recent years, and now account
for an estimated 50 to 70 percent
of the multitrillion-dollar market
for asset-backed securities.

Securitization has allowed
home lenders over the last dec-
ade to vastly increase the amount
of money available for home
loans, by moving existing loans
off their balance sheets and free-

ing up cash. The market for mort-
gage-backed securities now ex-
ceeds that for United States
Treasury bills, one of the world’s
largest markets.

Remics are a crucial compo-
nent of that process. Their profits
or losses flow through to the in-
vestors who buy the mortgage
pool slices, and are taxable to
those investors. Remics, which
are themselves tax-free, thus al-
low investors and sponsors to
avoid double taxation.

Remics that violate the tax
code, however, can lose their tax-

free status, potentially causing
either their sponsors or their in-
vestors to face a big tax bill.

Mr. Schott said that the I.R.S.
was looking at whether sponsors
of remics were deliberately
underreporting the income they
earned from regular and residual
interest on securitized mortgages
sold through remics.

The sponsors typically set the
value of the interest according to
complex calculations involving
when and how borrowers are
likely to pay off their mortgages.

The inquiry stemmed from
some of those interest calcula-
tions, which the I.R.S. believed
estimated the interest to be paid
over time incorrectly.

Any underreporting could also
affect the buyers of the mortgage
slices, because they could unwit-
tingly be paying too little tax on
their investments.

“If there is general noncompli-
ance, it’s going to cut across all of
those pockets,” Mr. Schott said.

A spokesman for Freddie Mac,
which has issued tens of billions
of securities through the remics
that it sponsors, said yesterday
only that “our remic program is a
key component of our securitiza-
tion business here.” 

Fannie Mae, one of the largest
issuers of mortgage-backed secu-
rities and users of remics, did not
have a comment on the investiga-
tion.

I.R.S. Is ScrutinizingMortgage Securities
From First Business Page

A multitrillion-dollar
market financed by
an arcane system.
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INVESTMENT GRADE

FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4007 2730 1035 242
Advances 1762 1188 474 100
Declines 1773 1206 439 128
Unchanged 127 51 70 6
52 Week High 144 99 23 22
52 Week Low 85 68 14 3
Dollar Volume *     13,929 8,384 4,139 1,406

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Vodafone Airtouch Plc (VOD.GI) 7.750 Feb ‘10 Baa1 A– A– 105.871 105.196 105.871 0.179 5.040
Household Finance (HI.KJ) 6.400 Jun ‘08 Aa3 AA– AA– 101.048 99.879 100.779 0.377 5.182
Jpmorgan Chase Capital Xxv (JPM.JBJ) 6.800 Oct ‘37 –– A –– 101.643 101.058 101.551 0.561 6.679
NCNB (BAC.QR) 9.375 Sep ‘09 Aa2 AA– AA– 107.624 107.150 107.556 –0.110 5.167
General Electric Capital  (GE.HDM) 5.625 Sep ‘17 Aaa –– –– 102.292 99.831 100.166 –0.413 5.603
Exelon Generation Co (EXC.JU) 6.200 Oct ‘17 A3 BBB+ BBB+ 100.740 100.341 100.681 0.103 6.107
Kroger Co (KR.JV) 6.400 Aug ‘17 Baa2 BBB– BBB 103.535 102.964 103.535 0.555 5.919
Reynolds American (RAI.GP) 6.750 Jun ‘17 Ba1 BBB BBB– 102.794 102.274 102.274 –1.159 6.429
HSBC Hlds Plc (HBC.GCP) 6.500 Sep ‘37 Aa3 A+ AA– 104.009 100.083 101.209 0.876 6.408
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul ‘37 A2 A A+ 102.599 100.760 102.599 –0.143 6.672

HIGH YIELD

General Motors Nova Scotia Fiance (GM.GN) 6.850 Oct ‘08 Caa1 B– B– 100.750 99.000 99.625 0.125 7.247
General Motors (GM.HB) 8.375 Jul ‘33 Caa1 B– B– 94.000 90.000 92.750 0.500 9.107
Ford Motor Credit (F.IB) 5.800 Jan ‘09 B1 B BB– 99.500 96.000 97.250 0.240 8.172
TXU  (TXU.KO) 6.550 Nov ‘34 Caa1 CCC BB+ 77.250 77.000 77.000 –0.500 8.789
General Motors Accpt. (GMA.HC) 7.250 Mar ‘11 Ba1 BB+ BB+ 99.200 96.500 98.530 –0.720 7.749
General Motors Accpt. (GMA.IMW) 6.750 Dec ‘14 Ba1 BB+ BB+ 94.736 91.003 92.500 –0.500 8.157
Windstream  (WNDS.GD) 8.625 Aug ‘16 Ba3 BB– BB+ 108.750 108.125 108.375 –0.375 7.040
General Motors Accpt. (GMA.GY) 7.750 Jan ‘10 Ba1 BB+ BB+ 101.500 97.800 98.750 –0.375 8.360
Philippine Long Distance Telephone (PHI.GG) 8.350 Mar ‘17 Ba2 BB+ BB+ 110.875 107.500 109.000 8.000 7.023
Continental Airlines Pass Through Trusts (CAL.GJ) 7.461 Oct ‘14 Ba3 B– –– 98.625 93.500 98.625 

CONVERTIBLES

Teva Pharmaceutical Industries (TEVA.GH) 0.250 Feb ‘24 –– BBB –– 132.418 131.050 131.600 0.100 –11.432
Archer-Daniels-Midland Co (ADM.GR) 0.875 Feb ‘14 –– A –– 99.875 99.017 99.210 –0.165 1.004
NII Hlds (NIHD.GH) 3.125 Jun ‘12 –– –– –– 98.875 96.862 98.875 1.780 3.387
King Pharmaceuticals (KG.GE) 1.250 Apr ‘26 –– –– –– 82.062 81.803 81.991 –0.129 2.471
Medicis Pharmaceutical (MRX.GC) 1.500 Jun ‘33 –– –– –– 98.563 98.070 98.070 –0.562 4.589
Symantec  (SYMC.GF) 1.000 Jun ‘13 –– –– –– 122.825 121.543 121.938 0.105 –2.575
Sandisk  (SNDK.GC) 1.000 May ‘13 –– BB– –– 90.250 87.500 88.875 –2.500 3.193
Amazon.Com (AMZN.GC) 4.750 Feb ‘09 Ba3 B+ –– 121.686 119.000 121.640 1.140 –10.274
Linear Technology  (LLTC.GC) 3.000 May ‘27 –– –– –– 97.809 97.438 97.809 0.184 3.151
EMC  (EMC.GF) 1.750 Dec ‘13 –– BBB+ –– 156.268 152.291 154.711 1.280 –5.614

ASIA/PACIFIC
Australia (Dollar) .9031 .9039 1.1072 1.1064
China (Yuan) .1331 .1332 7.5115 7.5070
Hong Kong (Dollar) .1289 .1290 7.7559 7.7545
India (Rupee) .0255 .0256 39.170 39.105
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008506 .008529 117.56 117.25
Malaysia (Ringgit) .2967 .2972 3.3700 3.3645
New Zealand (Dollar) .7752 .7719 1.2900 1.2954
Pakistan (Rupee) .0165 .0165 60.64 60.68
Philippines (Peso) .0225 .0225 44.37 44.37

EUROPE
Britain (Pound) 2.0343 2.0337 .4916 .4917
Czech Rep (Koruna) .0515 .0517 19.42 19.34
Denmark (Krone) .1902 .1908 5.2562 5.2407
Europe (Euro) 1.4176 1.4217 .7054 .7034
Hungary (Forint) .0057 .0057 176.46 175.28
Norway (Krone) .1848 .1860 5.4125 5.3755
Poland (Zloty) .3809 .3818 2.63 2.62
Russia (Ruble) .0401 .0402 24.9190 24.8905
Slovak Rep (Koruna) .0422 .0424 23.72 23.59
Sweden (Krona) .1557 .1559 6.4229 6.4138
Switzerland (Franc) .8440 .8464 1.1848 1.1814
Turkey (Lira) .8377 .8389 1.1938 1.1920

Canada (Dollar) 1.0271 1.0244 .9736 .9762
Dominican Rep (Peso) .0298 .0298 33.55 33.55
Mexico (Peso) .092548 .092395 10.8052 10.8231

Bahrain (Dinar) 2.6532 2.6525 .3769 .3770
Egypt (Pound) .1802 .1802 5.5497 5.5497
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2478 .2494 4.0359 4.0100
Jordan (Dinar) 1.4134 1.4134 .7075 .7075
Kenya (Shilling) .0150 .0150 66.60 66.65
Kuwait (Dinar) 3.5660 3.5682 .2804 .2802
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2673 .2673 3.7408 3.7408
So. Africa (Rand) .1482 .1487 6.7482 6.7254
U.A.E. (Dirham) .2723 .2723 3.6723 3.6723

MIDDLE EAST/AFRICA

Singapore (Dollar) .6836 .6835 1.4628 1.4630
So. Korea (Won) .001089 .001090 918.27 917.43
Taiwan (Dollar) .0306 .0306 32.69 32.68
Thailand (Baht) .03180 .03180 31.45 31.45
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3168 .3171 3.1570 3.1540
Bolivia (Boliviano) .1307 .1303 7.6496 7.6742
Brazil (Real) .5548 .5551 1.8025 1.8015
Chile (Peso) .002015 .002021 496.28 494.80
Colombia (Peso) .000504 .000510 1982.50 1962.50
Paraguay (Guarani) .000204 .000203 4901.96 4926.11
Peru (New Sol) .3284 .3295 3.045 3.035
Uruguay (New Peso) .0451 .0451 22.1499 22.1499
Venezuela (Bolivar) .000466 .000466 2145.92 2145.92

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 63.20 64.60 62.85 63.87 + .14 138,948
Lumber CME $/1,000 bd. ft. 273.8 259.0 Jan 08 261.0 261.1 256.7 256.9 ◊ 3.4 4,466

Cocoa NYBOT $/ton 2164 1347 Dec 07 1855 1855 1815 1838 ◊ 17 58,472
Coffee NYBOT ¢/lb 141.00 110.00 Dec 07 137.80 140.80 136.20 139.30 + 1.05 104,569
Sugar-World NYBOT ¢/lb 17.85 9.22 Mar 08 9.80 9.92 9.73 9.80 ◊ .01 411,905
Sugar-Domestic NYBOT ¢/lb 21.40 18.75 Jan 08 20.40 20.41 20.40 20.41 ◊ .02 3,863
Orange Juice NYBOT ¢/lb 187.50 111.65 Jan 08 135.00 149.95 135.00 143.60 + 7.05 13,923

Live Cattle CME ¢/lb 101.45 85.50 Dec 07 97.92 97.92 96.90 97.22 ◊ .55 121,813
Feeder Cattle CME ¢/lb 115.50 111.85 Jan 08 114.77 114.77 112.00 113.90 ◊ .82 10,169
Hogs-Lean CME ¢/lb 74.70 58.40 Dec 07 60.75 61.55 58.10 58.27 ◊ 2.25 94,762
Pork Bellies CME ¢/lb 91.00 84.85 Feb 08 86.40 88.25 84.82 85.70 ◊ 1.47 1,054

Corn CBT ¢/bushel 431} 281è Dec 07 353ø 358 340} 351 + 7ü 578,474
Soybeans CBT ¢/bushel 1017} 599 Nov 07 979} 993ü 973ü 976} ◊ 4} 177,061
Soybean Meal CBT $/ton 293.00 172.00 Dec 07 279.30 283.60 275.90 278.90 + .80 96,309
Soybean Oil CBT ¢/lb 40.59 25.83 Dec 07 39.74 40.37 39.50 39.53 ◊ .44 124,794
Wheat CBT ¢/bushel 961} 434ø Dec 07 863ü 890 853 857ø ◊ 25ø 211,407
Winter Wheat KC ¢/bushel 950ø 456 Dec 07 875 876 857 867} ◊ 18ü 78,015
Oats CBT ¢/bushel 295 199 Dec 07 274} 278ø 273 277 + 2ü 11,208
Rough Rice CBT $/CWT 11.800 10.020 Nov 07 11.700 11.780 11.580 11.640 ◊ .080 8,645

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 754.40 757.60 750.00 753.80 ◊ 2.90 314,544
Silver CMX ¢/troy oz. 1530.0 754.0 Dec 07 1390.0 1399.5 1379.5 1390.3 ◊ 8.2 80,796
Platinum NYM $/troy oz. 1425.30 1155.00 Jan 08 1413.50 1424.90 1402.50 1414.20 ◊ 6.20 14,704
Palladium NYM $/oz. 398.95 320.00 Dec 07 378.00 385.50 376.10 379.50 ◊ 6.45 13,143
Hi Grade Copper CMX ¢/lb 378.00 238.00 Dec 07 365.30 369.30 363.05 365.25 ◊ 1.65 62,069

Light Sweet Crude NYM $/bbl. 83.01 50.05 Dec 07 82.82 83.01 81.79 82.74 + .48 371,702
Gas Blend NYM  2.1224 1.6766 Nov 07 2.0875 2.1005 2.0478 2.0851 + .0185 59,741
Heating Oil NYM ¢/gal 233.50 167.30 Dec 07 227.50 228.18 225.15 226.69 + .11 75,964
Natural Gas NYM $/mm btu 11.900 7.480 Jan 08 8.040 8.070 7.945 8.046 + .005 80,502

Jan 08 — — 4.09 4.08 + 0.08 4.19
Apr 08 — — 4.14 4.13 + 0.02 4.29

Apr 12 2 1025.83 98-27 98-28 ◊0-03 2.27
Jul 17 2œ 1004.38 102-10 102-11 ◊0-08 2.35
Jan 27 2Å 1032.23 99-19 99-20 ◊0-19 2.40
Apr 32 3Å 1172.75 119-26 119-27 ◊0-26 2.31

Sep 09 4 — 99.19 99.20 ◊ 0.04 4.20
Sep 12 4ü — 99.09 99.10 ◊ 0.06 4.40
Aug 17 4} — 100.15 100.16 ◊ 0.07 4.68
May 37 5 — 101.15 101.16 ◊ 0.11 4.90

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1291 .1289 7.7465 7.7599
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0530 .0530 18.87 18.87
Panama (Balboa) 1.00 1.00 1.00 1.00
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Construction Spending
Change from
previous year

Aug. ’07 %–1.7
July ’07 –2.4

%+6
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’02 ’07

Personal Savings Rate
Percent of
disposable income

Aug. ’07 %+0.7
July ’07 +0.9
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’02 ’07

Balance of Trade
In billions of dollars
Seasonally adjusted

Aug. ’07 –57.6
July ’07 –59.0
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’02 ’07

Housing Supply
In months

Aug. ’07 10.0
July ’07 9.5
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45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

Sept. ’07 52.0
Aug. ’07 52.9

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 4.75 5.25% %

Prime rate 7.75 8.25

15-yr fixed 5.73 5.63

15-yr fixed jumbo 6.50 5.87

30-yr fixed 6.11 5.94

30-yr fixed jumbo 6.75 6.21

5/1 adj. rate 5.88 5.62

5/1 adj. rate jumbo 6.41 5.82

1-year adj. rate 5.75 5.33

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line good credit* 7.20 7.12% %

$75K line excel. credit* 6.65 6.61

$75K loan good credit* 8.04 7.64

$75K loan excel. credit* 7.72 7.48

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.43 7.79% %

60-mo. new car 6.92 6.94

Auto Loan Rates
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Money-market 3.66 3.46% %

$10K min. money-mkt 3.94 3.88

6-month CD 4.54 4.64

1-year CD 4.68 4.89

2-year CD 4.58 4.80

5-year IRA CD 4.53 4.60
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ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analy-
sis of industry sectors and stock indexes is available online. nytimes.com/business

tion that caught him up short. I
wanted to know whether he be-
lieved that the many critics of ex-
ecutive compensation — all of us
who think there is something fun-
damentally wrong with a system
that allows the C.E.O. to make 400
times what the average worker
makes — were practicing a form
of class warfare? In other words,
is there a moral element to the
debate over C.E.O. pay? Those
were the questions the normally
loquacious Mr. Kay didn’t want to
answer. They are also questions,
I realized, that I’ve been avoiding
as well.

•
Here’s a thought exercise. Sup-

pose we lived in an ideal world,
where the pay-for-performance
system of executive compensa-
tion was a reality, instead of the
mirage it is today. Suppose that
boards of directors actually con-
ducted tough arms-length negoti-
ations with chief executives. And
chief executives had deals that
brought them mega-wealth only
if the company’s profits rose
sharply and the stock price went
up. And that if they failed to in-
crease profits and the stock price,
and got fired, they didn’t get to
line their pockets on their way
out the door. If that were the
case, would you still be outraged
at the staggering sums chief ex-
ecutives make? 

Interesting question, isn’t it?
Among institutional investors
and in the media, the argument
against multimillion-dollar C.E.O.
pay packages is almost always
phrased as a problem with the
pay-for-performance model that
Mr. Kay so stoutly defends. For
instance, the furor that arose last
year over the compensation of
Robert L. Nardelli, the former
chief executive of Home Depot,
was not simply that he made an
outrageous amount of money —
but that Home Depot’s stock
price hadn’t done a thing in the
five years he’d run the company.
His pay didn’t justify his per-
formance. 

But it’s hard to believe that
those leading the charge against
his pay package, starting with
the American Federation of
State, County and Municipal Em-
ployees, weren’t upset mainly by
the fact that Mr. Nardelli had a
$200 million pay package in the
first place — no matter how he
had performed. Indeed, if you go
to the Web site of many of the big
unions — not to mention the
many religious organizations
that have taken to shareholder
activism — you’ll see manifes-
toes decrying the enormous
C.E.O. pay packages that are par
for the course today. Many of
them are especially mournful of
the growing gap between the pay
of the chief executive and that of
the average employees. When
the big unions target underper-
forming C.E.O.’s each year, they
are doing so mainly because it is
the easiest way to generate out-
rage over the fact that all chief
executives are paid so much.

I’ve long been a member of the
“chief executives make too

much” school. I think executive
compensation is a socially corro-
sive issue, especially when the
middle class is struggling. I think
it creates morale problems when
the C.E.O. makes so much more
than even other top executives.
But what offends me most is a
somewhat different issue: that
the market for executive com-
pensation is so clearly rigged.
Chief executives sit on one an-
other’s boards, so they have an
incentive to take care of one an-
other. Directors are predisposed

to want to make the chief execu-
tive happy since, after all, he or
she is the one who picked them
for the board. Far too often, a
chief executive’s pay isn’t a re-
sult of an arms-length negotia-
tion, but a result of a kind of a
corporate buddy system.

Mr. Kay, of course, insists that
there is a real market for C.E.O.
pay — rather than the rigged
market I just described — though
he does grant that “C.E.O.’s have
relative power compared to their
boards.” He can cite statistic af-
ter statistic, using such measures
as “realizable long-term incen-
tive pay,” showing that high-per-
forming chief executives put
more money in their pockets than
those whose companies do poor-
ly. 

But what struck me in speak-
ing to him was the way in which
he himself seemed to acknowl-
edge that, at long last, the game
itself was becoming at least a lit-
tle less rigged. The constant
clamor by institutional investors
has had an effect on boards, he
said. What’s more, “boards are
starting to play hardball on sev-
erance, pensions and perqui-
sites.” He added, “It is a strategic
shift in the labor market, because
these goodies used to come with
the package.”

Indeed, he told me he had be-
gun recommending to boards

that the severance packages for
chief executives, which have
been such a source of contro-
versy, be pared back, especially
for chief executives who have
been on the job for a while and
have reaped considerable com-
pensation rewards. Two compa-
nies, he added, had agreed to do
so — though he declined to identi-
fy them. (They’re clients after
all.) A few days after he spoke to
me, Mr. Kay spoke at a confer-
ence run by Jesse M. Brill, one of
the loudest executive compensa-
tion critics and publisher of Com-
pensationStandards.com. When I
spoke to Mr. Brill the day before
the conference, he was practical-
ly beside himself with excitement
— Mr. Kay, he told me, was going
to publicly denounce outsize, and
unnecessary, severance pack-
ages. “It’s a very big deal,” he
said.

And it could be — if it leads oth-
er compensation consultants to
follow his lead, and boards to be-
gin rethinking big severance
packages for C.E.O.’s who have
either failed to perform or have
been in the job so long they have
already reaped tremendous re-
wards. But it’s also just a start.
What we really need is confi-
dence that boards are finally
treating the shareholders’ money
as if it were their own — and ne-
gotiating as fiercely as, say, Theo
Epstein of the Boston Red Sox
negotiates with Scott Boras, the
famous player’s agent. Which
leads to one last thought exer-
cise. Baseball players also make
outsize salaries, as do actors and
rock stars. You could easily make
the argument that their pay is
also socially corrosive — part of
the growing gap between rich
and poor — and even unfair giv-
en how little teachers make by
comparison. But even many of
the same people who think
C.E.O.’s are paid too much don’t
take the same position about
these other highly paid profes-
sions. 

Why not? The reason, I’m con-
vinced, is that we feel confident
that they are being paid what the
market says they’re worth. Their
compensation has been set by a
real market, not a rigged one.
And markets, in the end, aren’t
moral or immoral. They just are.
We accept their judgment.

I asked Lucian Bebchuk, the
big compensation critic at Har-
vard, what would happen if
C.E.O. pay was finally subjected
to real market forces. My worry
is that it has risen so high in the
rigged market that it would nev-
er come down, even in a real one.
Professor Bebchuk disagreed.
“We cannot predict the true mar-
ket level because we have not
had a well functioning market,”
he said. “But markets do adjust.
If the true market level were sig-
nificantly below the current level,
then compensation would go
down. It wouldn’t happen over-
night, but it would happen.”

And if it didn’t come down? If it
turned out that in a real market
for C.E.O. pay, their compensa-
tion remained in the strato-
sphere? I might not like it, but I
could live with it.

Could you?

What if C.E.O. Pay Is Really Fair?
From First Business Page

Rigged? There is no
guarantee that the
‘real’ market would
yield lower pay.

TYLER HICKS/THE NEW YORK TIMES

Ira T. Kay, a champion of high
chief executive compensation.

said that approximately 20 to 30
companies involved in remics
were under scrutiny, he declined
to give their names, citing tax-
payer confidentiality rules. 

Mr. Schott said that the scru-
tiny, which was first reported
yesterday in Tax Analysts, a
prominent trade publication, was
not related to the recent turmoil
in the mortgage markets. The is-
suance of mortgage-backed secu-
rities has been all but frozen be-
cause of those problems, and
large banks and hedge funds
have taken big losses on invest-
ments in the securities. 

A remic is typically a tax-free
trust set up to issue and sell pools
of existing mortgages, both resi-
dential and commercial, to in-
vestors. 

A trust is set up by a bank or
other company — called a spon-
sor — which sells or transfers
mortgage pools to the trust. That
move is taxable to the sponsors.

They then use the remic to
carve those pools into slices,
bearing varying degrees of risk,
for sale to institutional investors
— typically other banks, hedge
funds, insurance companies and
pension funds.

The investors who buy the
slices pay taxes on their invest-
ments. Often the sponsors them-
selves retain a slice of the mort-

gage pools in the remic.
First created in the 1980s, rem-

ics have ballooned in popularity
in recent years, and now account
for an estimated 50 to 70 percent
of the multitrillion-dollar market
for asset-backed securities.

Securitization has allowed
home lenders over the last dec-
ade to vastly increase the amount
of money available for home
loans, by moving existing loans
off their balance sheets and free-

ing up cash. The market for mort-
gage-backed securities now ex-
ceeds that for United States
Treasury bills, one of the world’s
largest markets.

Remics are a crucial compo-
nent of that process. Their profits
or losses flow through to the in-
vestors who buy the mortgage
pool slices, and are taxable to
those investors. Remics, which
are themselves tax-free, thus al-
low investors and sponsors to
avoid double taxation.

Remics that violate the tax
code, however, can lose their tax-

free status, potentially causing
either their sponsors or their in-
vestors to face a big tax bill.

Mr. Schott said that the I.R.S.
was looking at whether sponsors
of remics were deliberately
underreporting the income they
earned from regular and residual
interest on securitized mortgages
sold through remics.

The sponsors typically set the
value of the interest according to
complex calculations involving
when and how borrowers are
likely to pay off their mortgages.

The inquiry stemmed from
some of those interest calcula-
tions, which the I.R.S. believed
estimated the interest to be paid
over time incorrectly.

Any underreporting could also
affect the buyers of the mortgage
slices, because they could unwit-
tingly be paying too little tax on
their investments.

“If there is general noncompli-
ance, it’s going to cut across all of
those pockets,” Mr. Schott said.

A spokesman for Freddie Mac,
which has issued tens of billions
of securities through the remics
that it sponsors, said yesterday
only that “our remic program is a
key component of our securitiza-
tion business here.” 

Fannie Mae, one of the largest
issuers of mortgage-backed secu-
rities and users of remics, did not
have a comment on the investiga-
tion.

I.R.S. Is ScrutinizingMortgage Securities
From First Business Page

A multitrillion-dollar
market financed by
an arcane system.
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INVESTMENT GRADE

FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4007 2730 1035 242
Advances 1762 1188 474 100
Declines 1773 1206 439 128
Unchanged 127 51 70 6
52 Week High 144 99 23 22
52 Week Low 85 68 14 3
Dollar Volume *     13,929 8,384 4,139 1,406

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Vodafone Airtouch Plc (VOD.GI) 7.750 Feb ‘10 Baa1 A– A– 105.871 105.196 105.871 0.179 5.040
Household Finance (HI.KJ) 6.400 Jun ‘08 Aa3 AA– AA– 101.048 99.879 100.779 0.377 5.182
Jpmorgan Chase Capital Xxv (JPM.JBJ) 6.800 Oct ‘37 –– A –– 101.643 101.058 101.551 0.561 6.679
NCNB (BAC.QR) 9.375 Sep ‘09 Aa2 AA– AA– 107.624 107.150 107.556 –0.110 5.167
General Electric Capital  (GE.HDM) 5.625 Sep ‘17 Aaa –– –– 102.292 99.831 100.166 –0.413 5.603
Exelon Generation Co (EXC.JU) 6.200 Oct ‘17 A3 BBB+ BBB+ 100.740 100.341 100.681 0.103 6.107
Kroger Co (KR.JV) 6.400 Aug ‘17 Baa2 BBB– BBB 103.535 102.964 103.535 0.555 5.919
Reynolds American (RAI.GP) 6.750 Jun ‘17 Ba1 BBB BBB– 102.794 102.274 102.274 –1.159 6.429
HSBC Hlds Plc (HBC.GCP) 6.500 Sep ‘37 Aa3 A+ AA– 104.009 100.083 101.209 0.876 6.408
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul ‘37 A2 A A+ 102.599 100.760 102.599 –0.143 6.672

HIGH YIELD

General Motors Nova Scotia Fiance (GM.GN) 6.850 Oct ‘08 Caa1 B– B– 100.750 99.000 99.625 0.125 7.247
General Motors (GM.HB) 8.375 Jul ‘33 Caa1 B– B– 94.000 90.000 92.750 0.500 9.107
Ford Motor Credit (F.IB) 5.800 Jan ‘09 B1 B BB– 99.500 96.000 97.250 0.240 8.172
TXU  (TXU.KO) 6.550 Nov ‘34 Caa1 CCC BB+ 77.250 77.000 77.000 –0.500 8.789
General Motors Accpt. (GMA.HC) 7.250 Mar ‘11 Ba1 BB+ BB+ 99.200 96.500 98.530 –0.720 7.749
General Motors Accpt. (GMA.IMW) 6.750 Dec ‘14 Ba1 BB+ BB+ 94.736 91.003 92.500 –0.500 8.157
Windstream  (WNDS.GD) 8.625 Aug ‘16 Ba3 BB– BB+ 108.750 108.125 108.375 –0.375 7.040
General Motors Accpt. (GMA.GY) 7.750 Jan ‘10 Ba1 BB+ BB+ 101.500 97.800 98.750 –0.375 8.360
Philippine Long Distance Telephone (PHI.GG) 8.350 Mar ‘17 Ba2 BB+ BB+ 110.875 107.500 109.000 8.000 7.023
Continental Airlines Pass Through Trusts (CAL.GJ) 7.461 Oct ‘14 Ba3 B– –– 98.625 93.500 98.625 

CONVERTIBLES

Teva Pharmaceutical Industries (TEVA.GH) 0.250 Feb ‘24 –– BBB –– 132.418 131.050 131.600 0.100 –11.432
Archer-Daniels-Midland Co (ADM.GR) 0.875 Feb ‘14 –– A –– 99.875 99.017 99.210 –0.165 1.004
NII Hlds (NIHD.GH) 3.125 Jun ‘12 –– –– –– 98.875 96.862 98.875 1.780 3.387
King Pharmaceuticals (KG.GE) 1.250 Apr ‘26 –– –– –– 82.062 81.803 81.991 –0.129 2.471
Medicis Pharmaceutical (MRX.GC) 1.500 Jun ‘33 –– –– –– 98.563 98.070 98.070 –0.562 4.589
Symantec  (SYMC.GF) 1.000 Jun ‘13 –– –– –– 122.825 121.543 121.938 0.105 –2.575
Sandisk  (SNDK.GC) 1.000 May ‘13 –– BB– –– 90.250 87.500 88.875 –2.500 3.193
Amazon.Com (AMZN.GC) 4.750 Feb ‘09 Ba3 B+ –– 121.686 119.000 121.640 1.140 –10.274
Linear Technology  (LLTC.GC) 3.000 May ‘27 –– –– –– 97.809 97.438 97.809 0.184 3.151
EMC  (EMC.GF) 1.750 Dec ‘13 –– BBB+ –– 156.268 152.291 154.711 1.280 –5.614

ASIA/PACIFIC
Australia (Dollar) .9031 .9039 1.1072 1.1064
China (Yuan) .1331 .1332 7.5115 7.5070
Hong Kong (Dollar) .1289 .1290 7.7559 7.7545
India (Rupee) .0255 .0256 39.170 39.105
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008506 .008529 117.56 117.25
Malaysia (Ringgit) .2967 .2972 3.3700 3.3645
New Zealand (Dollar) .7752 .7719 1.2900 1.2954
Pakistan (Rupee) .0165 .0165 60.64 60.68
Philippines (Peso) .0225 .0225 44.37 44.37

EUROPE
Britain (Pound) 2.0343 2.0337 .4916 .4917
Czech Rep (Koruna) .0515 .0517 19.42 19.34
Denmark (Krone) .1902 .1908 5.2562 5.2407
Europe (Euro) 1.4176 1.4217 .7054 .7034
Hungary (Forint) .0057 .0057 176.46 175.28
Norway (Krone) .1848 .1860 5.4125 5.3755
Poland (Zloty) .3809 .3818 2.63 2.62
Russia (Ruble) .0401 .0402 24.9190 24.8905
Slovak Rep (Koruna) .0422 .0424 23.72 23.59
Sweden (Krona) .1557 .1559 6.4229 6.4138
Switzerland (Franc) .8440 .8464 1.1848 1.1814
Turkey (Lira) .8377 .8389 1.1938 1.1920

Canada (Dollar) 1.0271 1.0244 .9736 .9762
Dominican Rep (Peso) .0298 .0298 33.55 33.55
Mexico (Peso) .092548 .092395 10.8052 10.8231

Bahrain (Dinar) 2.6532 2.6525 .3769 .3770
Egypt (Pound) .1802 .1802 5.5497 5.5497
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2478 .2494 4.0359 4.0100
Jordan (Dinar) 1.4134 1.4134 .7075 .7075
Kenya (Shilling) .0150 .0150 66.60 66.65
Kuwait (Dinar) 3.5660 3.5682 .2804 .2802
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2673 .2673 3.7408 3.7408
So. Africa (Rand) .1482 .1487 6.7482 6.7254
U.A.E. (Dirham) .2723 .2723 3.6723 3.6723

MIDDLE EAST/AFRICA

Singapore (Dollar) .6836 .6835 1.4628 1.4630
So. Korea (Won) .001089 .001090 918.27 917.43
Taiwan (Dollar) .0306 .0306 32.69 32.68
Thailand (Baht) .03180 .03180 31.45 31.45
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3168 .3171 3.1570 3.1540
Bolivia (Boliviano) .1307 .1303 7.6496 7.6742
Brazil (Real) .5548 .5551 1.8025 1.8015
Chile (Peso) .002015 .002021 496.28 494.80
Colombia (Peso) .000504 .000510 1982.50 1962.50
Paraguay (Guarani) .000204 .000203 4901.96 4926.11
Peru (New Sol) .3284 .3295 3.045 3.035
Uruguay (New Peso) .0451 .0451 22.1499 22.1499
Venezuela (Bolivar) .000466 .000466 2145.92 2145.92

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 63.20 64.60 62.85 63.87 + .14 138,948
Lumber CME $/1,000 bd. ft. 273.8 259.0 Jan 08 261.0 261.1 256.7 256.9 ◊ 3.4 4,466

Cocoa NYBOT $/ton 2164 1347 Dec 07 1855 1855 1815 1838 ◊ 17 58,472
Coffee NYBOT ¢/lb 141.00 110.00 Dec 07 137.80 140.80 136.20 139.30 + 1.05 104,569
Sugar-World NYBOT ¢/lb 17.85 9.22 Mar 08 9.80 9.92 9.73 9.80 ◊ .01 411,905
Sugar-Domestic NYBOT ¢/lb 21.40 18.75 Jan 08 20.40 20.41 20.40 20.41 ◊ .02 3,863
Orange Juice NYBOT ¢/lb 187.50 111.65 Jan 08 135.00 149.95 135.00 143.60 + 7.05 13,923

Live Cattle CME ¢/lb 101.45 85.50 Dec 07 97.92 97.92 96.90 97.22 ◊ .55 121,813
Feeder Cattle CME ¢/lb 115.50 111.85 Jan 08 114.77 114.77 112.00 113.90 ◊ .82 10,169
Hogs-Lean CME ¢/lb 74.70 58.40 Dec 07 60.75 61.55 58.10 58.27 ◊ 2.25 94,762
Pork Bellies CME ¢/lb 91.00 84.85 Feb 08 86.40 88.25 84.82 85.70 ◊ 1.47 1,054

Corn CBT ¢/bushel 431} 281è Dec 07 353ø 358 340} 351 + 7ü 578,474
Soybeans CBT ¢/bushel 1017} 599 Nov 07 979} 993ü 973ü 976} ◊ 4} 177,061
Soybean Meal CBT $/ton 293.00 172.00 Dec 07 279.30 283.60 275.90 278.90 + .80 96,309
Soybean Oil CBT ¢/lb 40.59 25.83 Dec 07 39.74 40.37 39.50 39.53 ◊ .44 124,794
Wheat CBT ¢/bushel 961} 434ø Dec 07 863ü 890 853 857ø ◊ 25ø 211,407
Winter Wheat KC ¢/bushel 950ø 456 Dec 07 875 876 857 867} ◊ 18ü 78,015
Oats CBT ¢/bushel 295 199 Dec 07 274} 278ø 273 277 + 2ü 11,208
Rough Rice CBT $/CWT 11.800 10.020 Nov 07 11.700 11.780 11.580 11.640 ◊ .080 8,645

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 754.40 757.60 750.00 753.80 ◊ 2.90 314,544
Silver CMX ¢/troy oz. 1530.0 754.0 Dec 07 1390.0 1399.5 1379.5 1390.3 ◊ 8.2 80,796
Platinum NYM $/troy oz. 1425.30 1155.00 Jan 08 1413.50 1424.90 1402.50 1414.20 ◊ 6.20 14,704
Palladium NYM $/oz. 398.95 320.00 Dec 07 378.00 385.50 376.10 379.50 ◊ 6.45 13,143
Hi Grade Copper CMX ¢/lb 378.00 238.00 Dec 07 365.30 369.30 363.05 365.25 ◊ 1.65 62,069

Light Sweet Crude NYM $/bbl. 83.01 50.05 Dec 07 82.82 83.01 81.79 82.74 + .48 371,702
Gas Blend NYM  2.1224 1.6766 Nov 07 2.0875 2.1005 2.0478 2.0851 + .0185 59,741
Heating Oil NYM ¢/gal 233.50 167.30 Dec 07 227.50 228.18 225.15 226.69 + .11 75,964
Natural Gas NYM $/mm btu 11.900 7.480 Jan 08 8.040 8.070 7.945 8.046 + .005 80,502

Jan 08 — — 4.09 4.08 + 0.08 4.19
Apr 08 — — 4.14 4.13 + 0.02 4.29

Apr 12 2 1025.83 98-27 98-28 ◊0-03 2.27
Jul 17 2œ 1004.38 102-10 102-11 ◊0-08 2.35
Jan 27 2Å 1032.23 99-19 99-20 ◊0-19 2.40
Apr 32 3Å 1172.75 119-26 119-27 ◊0-26 2.31

Sep 09 4 — 99.19 99.20 ◊ 0.04 4.20
Sep 12 4ü — 99.09 99.10 ◊ 0.06 4.40
Aug 17 4} — 100.15 100.16 ◊ 0.07 4.68
May 37 5 — 101.15 101.16 ◊ 0.11 4.90

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1291 .1289 7.7465 7.7599
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0530 .0530 18.87 18.87
Panama (Balboa) 1.00 1.00 1.00 1.00
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Federal funds 4.75 5.25% %

Prime rate 7.75 8.25

15-yr fixed 5.73 5.63

15-yr fixed jumbo 6.50 5.87

30-yr fixed 6.11 5.94

30-yr fixed jumbo 6.75 6.21

5/1 adj. rate 5.88 5.62

5/1 adj. rate jumbo 6.41 5.82

1-year adj. rate 5.75 5.33

Mortgages
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$75K line good credit* 7.20 7.12% %

$75K line excel. credit* 6.65 6.61

$75K loan good credit* 8.04 7.64

$75K loan excel. credit* 7.72 7.48

Home Equity
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36-mo. used car 7.43 7.79% %

60-mo. new car 6.92 6.94

Auto Loan Rates
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Money-market 3.66 3.46% %

$10K min. money-mkt 3.94 3.88

6-month CD 4.54 4.64

1-year CD 4.68 4.89

2-year CD 4.58 4.80

5-year IRA CD 4.53 4.60
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ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analy-
sis of industry sectors and stock indexes is available online. nytimes.com/business

tion that caught him up short. I
wanted to know whether he be-
lieved that the many critics of ex-
ecutive compensation — all of us
who think there is something fun-
damentally wrong with a system
that allows the C.E.O. to make 400
times what the average worker
makes — were practicing a form
of class warfare? In other words,
is there a moral element to the
debate over C.E.O. pay? Those
were the questions the normally
loquacious Mr. Kay didn’t want to
answer. They are also questions,
I realized, that I’ve been avoiding
as well.

•
Here’s a thought exercise. Sup-

pose we lived in an ideal world,
where the pay-for-performance
system of executive compensa-
tion was a reality, instead of the
mirage it is today. Suppose that
boards of directors actually con-
ducted tough arms-length negoti-
ations with chief executives. And
chief executives had deals that
brought them mega-wealth only
if the company’s profits rose
sharply and the stock price went
up. And that if they failed to in-
crease profits and the stock price,
and got fired, they didn’t get to
line their pockets on their way
out the door. If that were the
case, would you still be outraged
at the staggering sums chief ex-
ecutives make? 

Interesting question, isn’t it?
Among institutional investors
and in the media, the argument
against multimillion-dollar C.E.O.
pay packages is almost always
phrased as a problem with the
pay-for-performance model that
Mr. Kay so stoutly defends. For
instance, the furor that arose last
year over the compensation of
Robert L. Nardelli, the former
chief executive of Home Depot,
was not simply that he made an
outrageous amount of money —
but that Home Depot’s stock
price hadn’t done a thing in the
five years he’d run the company.
His pay didn’t justify his per-
formance. 

But it’s hard to believe that
those leading the charge against
his pay package, starting with
the American Federation of
State, County and Municipal Em-
ployees, weren’t upset mainly by
the fact that Mr. Nardelli had a
$200 million pay package in the
first place — no matter how he
had performed. Indeed, if you go
to the Web site of many of the big
unions — not to mention the
many religious organizations
that have taken to shareholder
activism — you’ll see manifes-
toes decrying the enormous
C.E.O. pay packages that are par
for the course today. Many of
them are especially mournful of
the growing gap between the pay
of the chief executive and that of
the average employees. When
the big unions target underper-
forming C.E.O.’s each year, they
are doing so mainly because it is
the easiest way to generate out-
rage over the fact that all chief
executives are paid so much.

I’ve long been a member of the
“chief executives make too

much” school. I think executive
compensation is a socially corro-
sive issue, especially when the
middle class is struggling. I think
it creates morale problems when
the C.E.O. makes so much more
than even other top executives.
But what offends me most is a
somewhat different issue: that
the market for executive com-
pensation is so clearly rigged.
Chief executives sit on one an-
other’s boards, so they have an
incentive to take care of one an-
other. Directors are predisposed

to want to make the chief execu-
tive happy since, after all, he or
she is the one who picked them
for the board. Far too often, a
chief executive’s pay isn’t a re-
sult of an arms-length negotia-
tion, but a result of a kind of a
corporate buddy system.

Mr. Kay, of course, insists that
there is a real market for C.E.O.
pay — rather than the rigged
market I just described — though
he does grant that “C.E.O.’s have
relative power compared to their
boards.” He can cite statistic af-
ter statistic, using such measures
as “realizable long-term incen-
tive pay,” showing that high-per-
forming chief executives put
more money in their pockets than
those whose companies do poor-
ly. 

But what struck me in speak-
ing to him was the way in which
he himself seemed to acknowl-
edge that, at long last, the game
itself was becoming at least a lit-
tle less rigged. The constant
clamor by institutional investors
has had an effect on boards, he
said. What’s more, “boards are
starting to play hardball on sev-
erance, pensions and perqui-
sites.” He added, “It is a strategic
shift in the labor market, because
these goodies used to come with
the package.”

Indeed, he told me he had be-
gun recommending to boards

that the severance packages for
chief executives, which have
been such a source of contro-
versy, be pared back, especially
for chief executives who have
been on the job for a while and
have reaped considerable com-
pensation rewards. Two compa-
nies, he added, had agreed to do
so — though he declined to identi-
fy them. (They’re clients after
all.) A few days after he spoke to
me, Mr. Kay spoke at a confer-
ence run by Jesse M. Brill, one of
the loudest executive compensa-
tion critics and publisher of Com-
pensationStandards.com. When I
spoke to Mr. Brill the day before
the conference, he was practical-
ly beside himself with excitement
— Mr. Kay, he told me, was going
to publicly denounce outsize, and
unnecessary, severance pack-
ages. “It’s a very big deal,” he
said.

And it could be — if it leads oth-
er compensation consultants to
follow his lead, and boards to be-
gin rethinking big severance
packages for C.E.O.’s who have
either failed to perform or have
been in the job so long they have
already reaped tremendous re-
wards. But it’s also just a start.
What we really need is confi-
dence that boards are finally
treating the shareholders’ money
as if it were their own — and ne-
gotiating as fiercely as, say, Theo
Epstein of the Boston Red Sox
negotiates with Scott Boras, the
famous player’s agent. Which
leads to one last thought exer-
cise. Baseball players also make
outsize salaries, as do actors and
rock stars. You could easily make
the argument that their pay is
also socially corrosive — part of
the growing gap between rich
and poor — and even unfair giv-
en how little teachers make by
comparison. But even many of
the same people who think
C.E.O.’s are paid too much don’t
take the same position about
these other highly paid profes-
sions. 

Why not? The reason, I’m con-
vinced, is that we feel confident
that they are being paid what the
market says they’re worth. Their
compensation has been set by a
real market, not a rigged one.
And markets, in the end, aren’t
moral or immoral. They just are.
We accept their judgment.

I asked Lucian Bebchuk, the
big compensation critic at Har-
vard, what would happen if
C.E.O. pay was finally subjected
to real market forces. My worry
is that it has risen so high in the
rigged market that it would nev-
er come down, even in a real one.
Professor Bebchuk disagreed.
“We cannot predict the true mar-
ket level because we have not
had a well functioning market,”
he said. “But markets do adjust.
If the true market level were sig-
nificantly below the current level,
then compensation would go
down. It wouldn’t happen over-
night, but it would happen.”

And if it didn’t come down? If it
turned out that in a real market
for C.E.O. pay, their compensa-
tion remained in the strato-
sphere? I might not like it, but I
could live with it.

Could you?

What if C.E.O. Pay Is Really Fair?
From First Business Page

Rigged? There is no
guarantee that the
‘real’ market would
yield lower pay.

TYLER HICKS/THE NEW YORK TIMES

Ira T. Kay, a champion of high
chief executive compensation.

said that approximately 20 to 30
companies involved in remics
were under scrutiny, he declined
to give their names, citing tax-
payer confidentiality rules. 

Mr. Schott said that the scru-
tiny, which was first reported
yesterday in Tax Analysts, a
prominent trade publication, was
not related to the recent turmoil
in the mortgage markets. The is-
suance of mortgage-backed secu-
rities has been all but frozen be-
cause of those problems, and
large banks and hedge funds
have taken big losses on invest-
ments in the securities. 

A remic is typically a tax-free
trust set up to issue and sell pools
of existing mortgages, both resi-
dential and commercial, to in-
vestors. 

A trust is set up by a bank or
other company — called a spon-
sor — which sells or transfers
mortgage pools to the trust. That
move is taxable to the sponsors.

They then use the remic to
carve those pools into slices,
bearing varying degrees of risk,
for sale to institutional investors
— typically other banks, hedge
funds, insurance companies and
pension funds.

The investors who buy the
slices pay taxes on their invest-
ments. Often the sponsors them-
selves retain a slice of the mort-

gage pools in the remic.
First created in the 1980s, rem-

ics have ballooned in popularity
in recent years, and now account
for an estimated 50 to 70 percent
of the multitrillion-dollar market
for asset-backed securities.

Securitization has allowed
home lenders over the last dec-
ade to vastly increase the amount
of money available for home
loans, by moving existing loans
off their balance sheets and free-

ing up cash. The market for mort-
gage-backed securities now ex-
ceeds that for United States
Treasury bills, one of the world’s
largest markets.

Remics are a crucial compo-
nent of that process. Their profits
or losses flow through to the in-
vestors who buy the mortgage
pool slices, and are taxable to
those investors. Remics, which
are themselves tax-free, thus al-
low investors and sponsors to
avoid double taxation.

Remics that violate the tax
code, however, can lose their tax-

free status, potentially causing
either their sponsors or their in-
vestors to face a big tax bill.

Mr. Schott said that the I.R.S.
was looking at whether sponsors
of remics were deliberately
underreporting the income they
earned from regular and residual
interest on securitized mortgages
sold through remics.

The sponsors typically set the
value of the interest according to
complex calculations involving
when and how borrowers are
likely to pay off their mortgages.

The inquiry stemmed from
some of those interest calcula-
tions, which the I.R.S. believed
estimated the interest to be paid
over time incorrectly.

Any underreporting could also
affect the buyers of the mortgage
slices, because they could unwit-
tingly be paying too little tax on
their investments.

“If there is general noncompli-
ance, it’s going to cut across all of
those pockets,” Mr. Schott said.

A spokesman for Freddie Mac,
which has issued tens of billions
of securities through the remics
that it sponsors, said yesterday
only that “our remic program is a
key component of our securitiza-
tion business here.” 

Fannie Mae, one of the largest
issuers of mortgage-backed secu-
rities and users of remics, did not
have a comment on the investiga-
tion.

I.R.S. Is ScrutinizingMortgage Securities
From First Business Page

A multitrillion-dollar
market financed by
an arcane system.
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FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4007 2730 1035 242
Advances 1762 1188 474 100
Declines 1773 1206 439 128
Unchanged 127 51 70 6
52 Week High 144 99 23 22
52 Week Low 85 68 14 3
Dollar Volume *     13,929 8,384 4,139 1,406

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Vodafone Airtouch Plc (VOD.GI) 7.750 Feb ‘10 Baa1 A– A– 105.871 105.196 105.871 0.179 5.040
Household Finance (HI.KJ) 6.400 Jun ‘08 Aa3 AA– AA– 101.048 99.879 100.779 0.377 5.182
Jpmorgan Chase Capital Xxv (JPM.JBJ) 6.800 Oct ‘37 –– A –– 101.643 101.058 101.551 0.561 6.679
NCNB (BAC.QR) 9.375 Sep ‘09 Aa2 AA– AA– 107.624 107.150 107.556 –0.110 5.167
General Electric Capital  (GE.HDM) 5.625 Sep ‘17 Aaa –– –– 102.292 99.831 100.166 –0.413 5.603
Exelon Generation Co (EXC.JU) 6.200 Oct ‘17 A3 BBB+ BBB+ 100.740 100.341 100.681 0.103 6.107
Kroger Co (KR.JV) 6.400 Aug ‘17 Baa2 BBB– BBB 103.535 102.964 103.535 0.555 5.919
Reynolds American (RAI.GP) 6.750 Jun ‘17 Ba1 BBB BBB– 102.794 102.274 102.274 –1.159 6.429
HSBC Hlds Plc (HBC.GCP) 6.500 Sep ‘37 Aa3 A+ AA– 104.009 100.083 101.209 0.876 6.408
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul ‘37 A2 A A+ 102.599 100.760 102.599 –0.143 6.672

HIGH YIELD

General Motors Nova Scotia Fiance (GM.GN) 6.850 Oct ‘08 Caa1 B– B– 100.750 99.000 99.625 0.125 7.247
General Motors (GM.HB) 8.375 Jul ‘33 Caa1 B– B– 94.000 90.000 92.750 0.500 9.107
Ford Motor Credit (F.IB) 5.800 Jan ‘09 B1 B BB– 99.500 96.000 97.250 0.240 8.172
TXU  (TXU.KO) 6.550 Nov ‘34 Caa1 CCC BB+ 77.250 77.000 77.000 –0.500 8.789
General Motors Accpt. (GMA.HC) 7.250 Mar ‘11 Ba1 BB+ BB+ 99.200 96.500 98.530 –0.720 7.749
General Motors Accpt. (GMA.IMW) 6.750 Dec ‘14 Ba1 BB+ BB+ 94.736 91.003 92.500 –0.500 8.157
Windstream  (WNDS.GD) 8.625 Aug ‘16 Ba3 BB– BB+ 108.750 108.125 108.375 –0.375 7.040
General Motors Accpt. (GMA.GY) 7.750 Jan ‘10 Ba1 BB+ BB+ 101.500 97.800 98.750 –0.375 8.360
Philippine Long Distance Telephone (PHI.GG) 8.350 Mar ‘17 Ba2 BB+ BB+ 110.875 107.500 109.000 8.000 7.023
Continental Airlines Pass Through Trusts (CAL.GJ) 7.461 Oct ‘14 Ba3 B– –– 98.625 93.500 98.625 

CONVERTIBLES

Teva Pharmaceutical Industries (TEVA.GH) 0.250 Feb ‘24 –– BBB –– 132.418 131.050 131.600 0.100 –11.432
Archer-Daniels-Midland Co (ADM.GR) 0.875 Feb ‘14 –– A –– 99.875 99.017 99.210 –0.165 1.004
NII Hlds (NIHD.GH) 3.125 Jun ‘12 –– –– –– 98.875 96.862 98.875 1.780 3.387
King Pharmaceuticals (KG.GE) 1.250 Apr ‘26 –– –– –– 82.062 81.803 81.991 –0.129 2.471
Medicis Pharmaceutical (MRX.GC) 1.500 Jun ‘33 –– –– –– 98.563 98.070 98.070 –0.562 4.589
Symantec  (SYMC.GF) 1.000 Jun ‘13 –– –– –– 122.825 121.543 121.938 0.105 –2.575
Sandisk  (SNDK.GC) 1.000 May ‘13 –– BB– –– 90.250 87.500 88.875 –2.500 3.193
Amazon.Com (AMZN.GC) 4.750 Feb ‘09 Ba3 B+ –– 121.686 119.000 121.640 1.140 –10.274
Linear Technology  (LLTC.GC) 3.000 May ‘27 –– –– –– 97.809 97.438 97.809 0.184 3.151
EMC  (EMC.GF) 1.750 Dec ‘13 –– BBB+ –– 156.268 152.291 154.711 1.280 –5.614

ASIA/PACIFIC
Australia (Dollar) .9031 .9039 1.1072 1.1064
China (Yuan) .1331 .1332 7.5115 7.5070
Hong Kong (Dollar) .1289 .1290 7.7559 7.7545
India (Rupee) .0255 .0256 39.170 39.105
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008506 .008529 117.56 117.25
Malaysia (Ringgit) .2967 .2972 3.3700 3.3645
New Zealand (Dollar) .7752 .7719 1.2900 1.2954
Pakistan (Rupee) .0165 .0165 60.64 60.68
Philippines (Peso) .0225 .0225 44.37 44.37

EUROPE
Britain (Pound) 2.0343 2.0337 .4916 .4917
Czech Rep (Koruna) .0515 .0517 19.42 19.34
Denmark (Krone) .1902 .1908 5.2562 5.2407
Europe (Euro) 1.4176 1.4217 .7054 .7034
Hungary (Forint) .0057 .0057 176.46 175.28
Norway (Krone) .1848 .1860 5.4125 5.3755
Poland (Zloty) .3809 .3818 2.63 2.62
Russia (Ruble) .0401 .0402 24.9190 24.8905
Slovak Rep (Koruna) .0422 .0424 23.72 23.59
Sweden (Krona) .1557 .1559 6.4229 6.4138
Switzerland (Franc) .8440 .8464 1.1848 1.1814
Turkey (Lira) .8377 .8389 1.1938 1.1920

Canada (Dollar) 1.0271 1.0244 .9736 .9762
Dominican Rep (Peso) .0298 .0298 33.55 33.55
Mexico (Peso) .092548 .092395 10.8052 10.8231

Bahrain (Dinar) 2.6532 2.6525 .3769 .3770
Egypt (Pound) .1802 .1802 5.5497 5.5497
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2478 .2494 4.0359 4.0100
Jordan (Dinar) 1.4134 1.4134 .7075 .7075
Kenya (Shilling) .0150 .0150 66.60 66.65
Kuwait (Dinar) 3.5660 3.5682 .2804 .2802
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2673 .2673 3.7408 3.7408
So. Africa (Rand) .1482 .1487 6.7482 6.7254
U.A.E. (Dirham) .2723 .2723 3.6723 3.6723

MIDDLE EAST/AFRICA

Singapore (Dollar) .6836 .6835 1.4628 1.4630
So. Korea (Won) .001089 .001090 918.27 917.43
Taiwan (Dollar) .0306 .0306 32.69 32.68
Thailand (Baht) .03180 .03180 31.45 31.45
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3168 .3171 3.1570 3.1540
Bolivia (Boliviano) .1307 .1303 7.6496 7.6742
Brazil (Real) .5548 .5551 1.8025 1.8015
Chile (Peso) .002015 .002021 496.28 494.80
Colombia (Peso) .000504 .000510 1982.50 1962.50
Paraguay (Guarani) .000204 .000203 4901.96 4926.11
Peru (New Sol) .3284 .3295 3.045 3.035
Uruguay (New Peso) .0451 .0451 22.1499 22.1499
Venezuela (Bolivar) .000466 .000466 2145.92 2145.92

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 63.20 64.60 62.85 63.87 + .14 138,948
Lumber CME $/1,000 bd. ft. 273.8 259.0 Jan 08 261.0 261.1 256.7 256.9 ◊ 3.4 4,466

Cocoa NYBOT $/ton 2164 1347 Dec 07 1855 1855 1815 1838 ◊ 17 58,472
Coffee NYBOT ¢/lb 141.00 110.00 Dec 07 137.80 140.80 136.20 139.30 + 1.05 104,569
Sugar-World NYBOT ¢/lb 17.85 9.22 Mar 08 9.80 9.92 9.73 9.80 ◊ .01 411,905
Sugar-Domestic NYBOT ¢/lb 21.40 18.75 Jan 08 20.40 20.41 20.40 20.41 ◊ .02 3,863
Orange Juice NYBOT ¢/lb 187.50 111.65 Jan 08 135.00 149.95 135.00 143.60 + 7.05 13,923

Live Cattle CME ¢/lb 101.45 85.50 Dec 07 97.92 97.92 96.90 97.22 ◊ .55 121,813
Feeder Cattle CME ¢/lb 115.50 111.85 Jan 08 114.77 114.77 112.00 113.90 ◊ .82 10,169
Hogs-Lean CME ¢/lb 74.70 58.40 Dec 07 60.75 61.55 58.10 58.27 ◊ 2.25 94,762
Pork Bellies CME ¢/lb 91.00 84.85 Feb 08 86.40 88.25 84.82 85.70 ◊ 1.47 1,054

Corn CBT ¢/bushel 431} 281è Dec 07 353ø 358 340} 351 + 7ü 578,474
Soybeans CBT ¢/bushel 1017} 599 Nov 07 979} 993ü 973ü 976} ◊ 4} 177,061
Soybean Meal CBT $/ton 293.00 172.00 Dec 07 279.30 283.60 275.90 278.90 + .80 96,309
Soybean Oil CBT ¢/lb 40.59 25.83 Dec 07 39.74 40.37 39.50 39.53 ◊ .44 124,794
Wheat CBT ¢/bushel 961} 434ø Dec 07 863ü 890 853 857ø ◊ 25ø 211,407
Winter Wheat KC ¢/bushel 950ø 456 Dec 07 875 876 857 867} ◊ 18ü 78,015
Oats CBT ¢/bushel 295 199 Dec 07 274} 278ø 273 277 + 2ü 11,208
Rough Rice CBT $/CWT 11.800 10.020 Nov 07 11.700 11.780 11.580 11.640 ◊ .080 8,645

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 754.40 757.60 750.00 753.80 ◊ 2.90 314,544
Silver CMX ¢/troy oz. 1530.0 754.0 Dec 07 1390.0 1399.5 1379.5 1390.3 ◊ 8.2 80,796
Platinum NYM $/troy oz. 1425.30 1155.00 Jan 08 1413.50 1424.90 1402.50 1414.20 ◊ 6.20 14,704
Palladium NYM $/oz. 398.95 320.00 Dec 07 378.00 385.50 376.10 379.50 ◊ 6.45 13,143
Hi Grade Copper CMX ¢/lb 378.00 238.00 Dec 07 365.30 369.30 363.05 365.25 ◊ 1.65 62,069

Light Sweet Crude NYM $/bbl. 83.01 50.05 Dec 07 82.82 83.01 81.79 82.74 + .48 371,702
Gas Blend NYM  2.1224 1.6766 Nov 07 2.0875 2.1005 2.0478 2.0851 + .0185 59,741
Heating Oil NYM ¢/gal 233.50 167.30 Dec 07 227.50 228.18 225.15 226.69 + .11 75,964
Natural Gas NYM $/mm btu 11.900 7.480 Jan 08 8.040 8.070 7.945 8.046 + .005 80,502

Jan 08 — — 4.09 4.08 + 0.08 4.19
Apr 08 — — 4.14 4.13 + 0.02 4.29

Apr 12 2 1025.83 98-27 98-28 ◊0-03 2.27
Jul 17 2œ 1004.38 102-10 102-11 ◊0-08 2.35
Jan 27 2Å 1032.23 99-19 99-20 ◊0-19 2.40
Apr 32 3Å 1172.75 119-26 119-27 ◊0-26 2.31

Sep 09 4 — 99.19 99.20 ◊ 0.04 4.20
Sep 12 4ü — 99.09 99.10 ◊ 0.06 4.40
Aug 17 4} — 100.15 100.16 ◊ 0.07 4.68
May 37 5 — 101.15 101.16 ◊ 0.11 4.90

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1291 .1289 7.7465 7.7599
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0530 .0530 18.87 18.87
Panama (Balboa) 1.00 1.00 1.00 1.00
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Personal Savings Rate
Percent of
disposable income
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Balance of Trade
In billions of dollars
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Aug. ’07 –57.6
July ’07 –59.0
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Housing Supply
In months

Aug. ’07 10.0
July ’07 9.5
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Manufacturing Index
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Sept. ’07 52.0
Aug. ’07 52.9
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Federal funds 4.75 5.25% %

Prime rate 7.75 8.25

15-yr fixed 5.73 5.63

15-yr fixed jumbo 6.50 5.87

30-yr fixed 6.11 5.94

30-yr fixed jumbo 6.75 6.21

5/1 adj. rate 5.88 5.62

5/1 adj. rate jumbo 6.41 5.82

1-year adj. rate 5.75 5.33

Mortgages

0% 1 2 3 4 5 6 7 8 9 10

$75K line good credit* 7.20 7.12% %

$75K line excel. credit* 6.65 6.61

$75K loan good credit* 8.04 7.64

$75K loan excel. credit* 7.72 7.48

Home Equity

0% 1 2 3 4 5 6 7 8 9 10

36-mo. used car 7.43 7.79% %

60-mo. new car 6.92 6.94

Auto Loan Rates

0% 1 2 3 4 5 6 7 8 9 10

Money-market 3.66 3.46% %

$10K min. money-mkt 3.94 3.88

6-month CD 4.54 4.64

1-year CD 4.68 4.89

2-year CD 4.58 4.80

5-year IRA CD 4.53 4.60
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ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analy-
sis of industry sectors and stock indexes is available online. nytimes.com/business

tion that caught him up short. I
wanted to know whether he be-
lieved that the many critics of ex-
ecutive compensation — all of us
who think there is something fun-
damentally wrong with a system
that allows the C.E.O. to make 400
times what the average worker
makes — were practicing a form
of class warfare? In other words,
is there a moral element to the
debate over C.E.O. pay? Those
were the questions the normally
loquacious Mr. Kay didn’t want to
answer. They are also questions,
I realized, that I’ve been avoiding
as well.

•
Here’s a thought exercise. Sup-

pose we lived in an ideal world,
where the pay-for-performance
system of executive compensa-
tion was a reality, instead of the
mirage it is today. Suppose that
boards of directors actually con-
ducted tough arms-length negoti-
ations with chief executives. And
chief executives had deals that
brought them mega-wealth only
if the company’s profits rose
sharply and the stock price went
up. And that if they failed to in-
crease profits and the stock price,
and got fired, they didn’t get to
line their pockets on their way
out the door. If that were the
case, would you still be outraged
at the staggering sums chief ex-
ecutives make? 

Interesting question, isn’t it?
Among institutional investors
and in the media, the argument
against multimillion-dollar C.E.O.
pay packages is almost always
phrased as a problem with the
pay-for-performance model that
Mr. Kay so stoutly defends. For
instance, the furor that arose last
year over the compensation of
Robert L. Nardelli, the former
chief executive of Home Depot,
was not simply that he made an
outrageous amount of money —
but that Home Depot’s stock
price hadn’t done a thing in the
five years he’d run the company.
His pay didn’t justify his per-
formance. 

But it’s hard to believe that
those leading the charge against
his pay package, starting with
the American Federation of
State, County and Municipal Em-
ployees, weren’t upset mainly by
the fact that Mr. Nardelli had a
$200 million pay package in the
first place — no matter how he
had performed. Indeed, if you go
to the Web site of many of the big
unions — not to mention the
many religious organizations
that have taken to shareholder
activism — you’ll see manifes-
toes decrying the enormous
C.E.O. pay packages that are par
for the course today. Many of
them are especially mournful of
the growing gap between the pay
of the chief executive and that of
the average employees. When
the big unions target underper-
forming C.E.O.’s each year, they
are doing so mainly because it is
the easiest way to generate out-
rage over the fact that all chief
executives are paid so much.

I’ve long been a member of the
“chief executives make too

much” school. I think executive
compensation is a socially corro-
sive issue, especially when the
middle class is struggling. I think
it creates morale problems when
the C.E.O. makes so much more
than even other top executives.
But what offends me most is a
somewhat different issue: that
the market for executive com-
pensation is so clearly rigged.
Chief executives sit on one an-
other’s boards, so they have an
incentive to take care of one an-
other. Directors are predisposed

to want to make the chief execu-
tive happy since, after all, he or
she is the one who picked them
for the board. Far too often, a
chief executive’s pay isn’t a re-
sult of an arms-length negotia-
tion, but a result of a kind of a
corporate buddy system.

Mr. Kay, of course, insists that
there is a real market for C.E.O.
pay — rather than the rigged
market I just described — though
he does grant that “C.E.O.’s have
relative power compared to their
boards.” He can cite statistic af-
ter statistic, using such measures
as “realizable long-term incen-
tive pay,” showing that high-per-
forming chief executives put
more money in their pockets than
those whose companies do poor-
ly. 

But what struck me in speak-
ing to him was the way in which
he himself seemed to acknowl-
edge that, at long last, the game
itself was becoming at least a lit-
tle less rigged. The constant
clamor by institutional investors
has had an effect on boards, he
said. What’s more, “boards are
starting to play hardball on sev-
erance, pensions and perqui-
sites.” He added, “It is a strategic
shift in the labor market, because
these goodies used to come with
the package.”

Indeed, he told me he had be-
gun recommending to boards

that the severance packages for
chief executives, which have
been such a source of contro-
versy, be pared back, especially
for chief executives who have
been on the job for a while and
have reaped considerable com-
pensation rewards. Two compa-
nies, he added, had agreed to do
so — though he declined to identi-
fy them. (They’re clients after
all.) A few days after he spoke to
me, Mr. Kay spoke at a confer-
ence run by Jesse M. Brill, one of
the loudest executive compensa-
tion critics and publisher of Com-
pensationStandards.com. When I
spoke to Mr. Brill the day before
the conference, he was practical-
ly beside himself with excitement
— Mr. Kay, he told me, was going
to publicly denounce outsize, and
unnecessary, severance pack-
ages. “It’s a very big deal,” he
said.

And it could be — if it leads oth-
er compensation consultants to
follow his lead, and boards to be-
gin rethinking big severance
packages for C.E.O.’s who have
either failed to perform or have
been in the job so long they have
already reaped tremendous re-
wards. But it’s also just a start.
What we really need is confi-
dence that boards are finally
treating the shareholders’ money
as if it were their own — and ne-
gotiating as fiercely as, say, Theo
Epstein of the Boston Red Sox
negotiates with Scott Boras, the
famous player’s agent. Which
leads to one last thought exer-
cise. Baseball players also make
outsize salaries, as do actors and
rock stars. You could easily make
the argument that their pay is
also socially corrosive — part of
the growing gap between rich
and poor — and even unfair giv-
en how little teachers make by
comparison. But even many of
the same people who think
C.E.O.’s are paid too much don’t
take the same position about
these other highly paid profes-
sions. 

Why not? The reason, I’m con-
vinced, is that we feel confident
that they are being paid what the
market says they’re worth. Their
compensation has been set by a
real market, not a rigged one.
And markets, in the end, aren’t
moral or immoral. They just are.
We accept their judgment.

I asked Lucian Bebchuk, the
big compensation critic at Har-
vard, what would happen if
C.E.O. pay was finally subjected
to real market forces. My worry
is that it has risen so high in the
rigged market that it would nev-
er come down, even in a real one.
Professor Bebchuk disagreed.
“We cannot predict the true mar-
ket level because we have not
had a well functioning market,”
he said. “But markets do adjust.
If the true market level were sig-
nificantly below the current level,
then compensation would go
down. It wouldn’t happen over-
night, but it would happen.”

And if it didn’t come down? If it
turned out that in a real market
for C.E.O. pay, their compensa-
tion remained in the strato-
sphere? I might not like it, but I
could live with it.

Could you?

What if C.E.O. Pay Is Really Fair?
From First Business Page

Rigged? There is no
guarantee that the
‘real’ market would
yield lower pay.

TYLER HICKS/THE NEW YORK TIMES

Ira T. Kay, a champion of high
chief executive compensation.

said that approximately 20 to 30
companies involved in remics
were under scrutiny, he declined
to give their names, citing tax-
payer confidentiality rules. 

Mr. Schott said that the scru-
tiny, which was first reported
yesterday in Tax Analysts, a
prominent trade publication, was
not related to the recent turmoil
in the mortgage markets. The is-
suance of mortgage-backed secu-
rities has been all but frozen be-
cause of those problems, and
large banks and hedge funds
have taken big losses on invest-
ments in the securities. 

A remic is typically a tax-free
trust set up to issue and sell pools
of existing mortgages, both resi-
dential and commercial, to in-
vestors. 

A trust is set up by a bank or
other company — called a spon-
sor — which sells or transfers
mortgage pools to the trust. That
move is taxable to the sponsors.

They then use the remic to
carve those pools into slices,
bearing varying degrees of risk,
for sale to institutional investors
— typically other banks, hedge
funds, insurance companies and
pension funds.

The investors who buy the
slices pay taxes on their invest-
ments. Often the sponsors them-
selves retain a slice of the mort-

gage pools in the remic.
First created in the 1980s, rem-

ics have ballooned in popularity
in recent years, and now account
for an estimated 50 to 70 percent
of the multitrillion-dollar market
for asset-backed securities.

Securitization has allowed
home lenders over the last dec-
ade to vastly increase the amount
of money available for home
loans, by moving existing loans
off their balance sheets and free-

ing up cash. The market for mort-
gage-backed securities now ex-
ceeds that for United States
Treasury bills, one of the world’s
largest markets.

Remics are a crucial compo-
nent of that process. Their profits
or losses flow through to the in-
vestors who buy the mortgage
pool slices, and are taxable to
those investors. Remics, which
are themselves tax-free, thus al-
low investors and sponsors to
avoid double taxation.

Remics that violate the tax
code, however, can lose their tax-

free status, potentially causing
either their sponsors or their in-
vestors to face a big tax bill.

Mr. Schott said that the I.R.S.
was looking at whether sponsors
of remics were deliberately
underreporting the income they
earned from regular and residual
interest on securitized mortgages
sold through remics.

The sponsors typically set the
value of the interest according to
complex calculations involving
when and how borrowers are
likely to pay off their mortgages.

The inquiry stemmed from
some of those interest calcula-
tions, which the I.R.S. believed
estimated the interest to be paid
over time incorrectly.

Any underreporting could also
affect the buyers of the mortgage
slices, because they could unwit-
tingly be paying too little tax on
their investments.

“If there is general noncompli-
ance, it’s going to cut across all of
those pockets,” Mr. Schott said.

A spokesman for Freddie Mac,
which has issued tens of billions
of securities through the remics
that it sponsors, said yesterday
only that “our remic program is a
key component of our securitiza-
tion business here.” 

Fannie Mae, one of the largest
issuers of mortgage-backed secu-
rities and users of remics, did not
have a comment on the investiga-
tion.

I.R.S. Is ScrutinizingMortgage Securities
From First Business Page

A multitrillion-dollar
market financed by
an arcane system.

C8 N THE NEW YORK TIMES, SATURDAY, OCTOBER 13, 2007

Nxxx,2007-10-13,C,008,Bs-BW,E1

INVESTMENT GRADE

FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4007 2730 1035 242
Advances 1762 1188 474 100
Declines 1773 1206 439 128
Unchanged 127 51 70 6
52 Week High 144 99 23 22
52 Week Low 85 68 14 3
Dollar Volume *     13,929 8,384 4,139 1,406

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Vodafone Airtouch Plc (VOD.GI) 7.750 Feb ‘10 Baa1 A– A– 105.871 105.196 105.871 0.179 5.040
Household Finance (HI.KJ) 6.400 Jun ‘08 Aa3 AA– AA– 101.048 99.879 100.779 0.377 5.182
Jpmorgan Chase Capital Xxv (JPM.JBJ) 6.800 Oct ‘37 –– A –– 101.643 101.058 101.551 0.561 6.679
NCNB (BAC.QR) 9.375 Sep ‘09 Aa2 AA– AA– 107.624 107.150 107.556 –0.110 5.167
General Electric Capital  (GE.HDM) 5.625 Sep ‘17 Aaa –– –– 102.292 99.831 100.166 –0.413 5.603
Exelon Generation Co (EXC.JU) 6.200 Oct ‘17 A3 BBB+ BBB+ 100.740 100.341 100.681 0.103 6.107
Kroger Co (KR.JV) 6.400 Aug ‘17 Baa2 BBB– BBB 103.535 102.964 103.535 0.555 5.919
Reynolds American (RAI.GP) 6.750 Jun ‘17 Ba1 BBB BBB– 102.794 102.274 102.274 –1.159 6.429
HSBC Hlds Plc (HBC.GCP) 6.500 Sep ‘37 Aa3 A+ AA– 104.009 100.083 101.209 0.876 6.408
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul ‘37 A2 A A+ 102.599 100.760 102.599 –0.143 6.672

HIGH YIELD

General Motors Nova Scotia Fiance (GM.GN) 6.850 Oct ‘08 Caa1 B– B– 100.750 99.000 99.625 0.125 7.247
General Motors (GM.HB) 8.375 Jul ‘33 Caa1 B– B– 94.000 90.000 92.750 0.500 9.107
Ford Motor Credit (F.IB) 5.800 Jan ‘09 B1 B BB– 99.500 96.000 97.250 0.240 8.172
TXU  (TXU.KO) 6.550 Nov ‘34 Caa1 CCC BB+ 77.250 77.000 77.000 –0.500 8.789
General Motors Accpt. (GMA.HC) 7.250 Mar ‘11 Ba1 BB+ BB+ 99.200 96.500 98.530 –0.720 7.749
General Motors Accpt. (GMA.IMW) 6.750 Dec ‘14 Ba1 BB+ BB+ 94.736 91.003 92.500 –0.500 8.157
Windstream  (WNDS.GD) 8.625 Aug ‘16 Ba3 BB– BB+ 108.750 108.125 108.375 –0.375 7.040
General Motors Accpt. (GMA.GY) 7.750 Jan ‘10 Ba1 BB+ BB+ 101.500 97.800 98.750 –0.375 8.360
Philippine Long Distance Telephone (PHI.GG) 8.350 Mar ‘17 Ba2 BB+ BB+ 110.875 107.500 109.000 8.000 7.023
Continental Airlines Pass Through Trusts (CAL.GJ) 7.461 Oct ‘14 Ba3 B– –– 98.625 93.500 98.625 

CONVERTIBLES

Teva Pharmaceutical Industries (TEVA.GH) 0.250 Feb ‘24 –– BBB –– 132.418 131.050 131.600 0.100 –11.432
Archer-Daniels-Midland Co (ADM.GR) 0.875 Feb ‘14 –– A –– 99.875 99.017 99.210 –0.165 1.004
NII Hlds (NIHD.GH) 3.125 Jun ‘12 –– –– –– 98.875 96.862 98.875 1.780 3.387
King Pharmaceuticals (KG.GE) 1.250 Apr ‘26 –– –– –– 82.062 81.803 81.991 –0.129 2.471
Medicis Pharmaceutical (MRX.GC) 1.500 Jun ‘33 –– –– –– 98.563 98.070 98.070 –0.562 4.589
Symantec  (SYMC.GF) 1.000 Jun ‘13 –– –– –– 122.825 121.543 121.938 0.105 –2.575
Sandisk  (SNDK.GC) 1.000 May ‘13 –– BB– –– 90.250 87.500 88.875 –2.500 3.193
Amazon.Com (AMZN.GC) 4.750 Feb ‘09 Ba3 B+ –– 121.686 119.000 121.640 1.140 –10.274
Linear Technology  (LLTC.GC) 3.000 May ‘27 –– –– –– 97.809 97.438 97.809 0.184 3.151
EMC  (EMC.GF) 1.750 Dec ‘13 –– BBB+ –– 156.268 152.291 154.711 1.280 –5.614

ASIA/PACIFIC
Australia (Dollar) .9031 .9039 1.1072 1.1064
China (Yuan) .1331 .1332 7.5115 7.5070
Hong Kong (Dollar) .1289 .1290 7.7559 7.7545
India (Rupee) .0255 .0256 39.170 39.105
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008506 .008529 117.56 117.25
Malaysia (Ringgit) .2967 .2972 3.3700 3.3645
New Zealand (Dollar) .7752 .7719 1.2900 1.2954
Pakistan (Rupee) .0165 .0165 60.64 60.68
Philippines (Peso) .0225 .0225 44.37 44.37

EUROPE
Britain (Pound) 2.0343 2.0337 .4916 .4917
Czech Rep (Koruna) .0515 .0517 19.42 19.34
Denmark (Krone) .1902 .1908 5.2562 5.2407
Europe (Euro) 1.4176 1.4217 .7054 .7034
Hungary (Forint) .0057 .0057 176.46 175.28
Norway (Krone) .1848 .1860 5.4125 5.3755
Poland (Zloty) .3809 .3818 2.63 2.62
Russia (Ruble) .0401 .0402 24.9190 24.8905
Slovak Rep (Koruna) .0422 .0424 23.72 23.59
Sweden (Krona) .1557 .1559 6.4229 6.4138
Switzerland (Franc) .8440 .8464 1.1848 1.1814
Turkey (Lira) .8377 .8389 1.1938 1.1920

Canada (Dollar) 1.0271 1.0244 .9736 .9762
Dominican Rep (Peso) .0298 .0298 33.55 33.55
Mexico (Peso) .092548 .092395 10.8052 10.8231

Bahrain (Dinar) 2.6532 2.6525 .3769 .3770
Egypt (Pound) .1802 .1802 5.5497 5.5497
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2478 .2494 4.0359 4.0100
Jordan (Dinar) 1.4134 1.4134 .7075 .7075
Kenya (Shilling) .0150 .0150 66.60 66.65
Kuwait (Dinar) 3.5660 3.5682 .2804 .2802
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2673 .2673 3.7408 3.7408
So. Africa (Rand) .1482 .1487 6.7482 6.7254
U.A.E. (Dirham) .2723 .2723 3.6723 3.6723

MIDDLE EAST/AFRICA

Singapore (Dollar) .6836 .6835 1.4628 1.4630
So. Korea (Won) .001089 .001090 918.27 917.43
Taiwan (Dollar) .0306 .0306 32.69 32.68
Thailand (Baht) .03180 .03180 31.45 31.45
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3168 .3171 3.1570 3.1540
Bolivia (Boliviano) .1307 .1303 7.6496 7.6742
Brazil (Real) .5548 .5551 1.8025 1.8015
Chile (Peso) .002015 .002021 496.28 494.80
Colombia (Peso) .000504 .000510 1982.50 1962.50
Paraguay (Guarani) .000204 .000203 4901.96 4926.11
Peru (New Sol) .3284 .3295 3.045 3.035
Uruguay (New Peso) .0451 .0451 22.1499 22.1499
Venezuela (Bolivar) .000466 .000466 2145.92 2145.92

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 63.20 64.60 62.85 63.87 + .14 138,948
Lumber CME $/1,000 bd. ft. 273.8 259.0 Jan 08 261.0 261.1 256.7 256.9 ◊ 3.4 4,466

Cocoa NYBOT $/ton 2164 1347 Dec 07 1855 1855 1815 1838 ◊ 17 58,472
Coffee NYBOT ¢/lb 141.00 110.00 Dec 07 137.80 140.80 136.20 139.30 + 1.05 104,569
Sugar-World NYBOT ¢/lb 17.85 9.22 Mar 08 9.80 9.92 9.73 9.80 ◊ .01 411,905
Sugar-Domestic NYBOT ¢/lb 21.40 18.75 Jan 08 20.40 20.41 20.40 20.41 ◊ .02 3,863
Orange Juice NYBOT ¢/lb 187.50 111.65 Jan 08 135.00 149.95 135.00 143.60 + 7.05 13,923

Live Cattle CME ¢/lb 101.45 85.50 Dec 07 97.92 97.92 96.90 97.22 ◊ .55 121,813
Feeder Cattle CME ¢/lb 115.50 111.85 Jan 08 114.77 114.77 112.00 113.90 ◊ .82 10,169
Hogs-Lean CME ¢/lb 74.70 58.40 Dec 07 60.75 61.55 58.10 58.27 ◊ 2.25 94,762
Pork Bellies CME ¢/lb 91.00 84.85 Feb 08 86.40 88.25 84.82 85.70 ◊ 1.47 1,054

Corn CBT ¢/bushel 431} 281è Dec 07 353ø 358 340} 351 + 7ü 578,474
Soybeans CBT ¢/bushel 1017} 599 Nov 07 979} 993ü 973ü 976} ◊ 4} 177,061
Soybean Meal CBT $/ton 293.00 172.00 Dec 07 279.30 283.60 275.90 278.90 + .80 96,309
Soybean Oil CBT ¢/lb 40.59 25.83 Dec 07 39.74 40.37 39.50 39.53 ◊ .44 124,794
Wheat CBT ¢/bushel 961} 434ø Dec 07 863ü 890 853 857ø ◊ 25ø 211,407
Winter Wheat KC ¢/bushel 950ø 456 Dec 07 875 876 857 867} ◊ 18ü 78,015
Oats CBT ¢/bushel 295 199 Dec 07 274} 278ø 273 277 + 2ü 11,208
Rough Rice CBT $/CWT 11.800 10.020 Nov 07 11.700 11.780 11.580 11.640 ◊ .080 8,645

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 754.40 757.60 750.00 753.80 ◊ 2.90 314,544
Silver CMX ¢/troy oz. 1530.0 754.0 Dec 07 1390.0 1399.5 1379.5 1390.3 ◊ 8.2 80,796
Platinum NYM $/troy oz. 1425.30 1155.00 Jan 08 1413.50 1424.90 1402.50 1414.20 ◊ 6.20 14,704
Palladium NYM $/oz. 398.95 320.00 Dec 07 378.00 385.50 376.10 379.50 ◊ 6.45 13,143
Hi Grade Copper CMX ¢/lb 378.00 238.00 Dec 07 365.30 369.30 363.05 365.25 ◊ 1.65 62,069

Light Sweet Crude NYM $/bbl. 83.01 50.05 Dec 07 82.82 83.01 81.79 82.74 + .48 371,702
Gas Blend NYM  2.1224 1.6766 Nov 07 2.0875 2.1005 2.0478 2.0851 + .0185 59,741
Heating Oil NYM ¢/gal 233.50 167.30 Dec 07 227.50 228.18 225.15 226.69 + .11 75,964
Natural Gas NYM $/mm btu 11.900 7.480 Jan 08 8.040 8.070 7.945 8.046 + .005 80,502

Jan 08 — — 4.09 4.08 + 0.08 4.19
Apr 08 — — 4.14 4.13 + 0.02 4.29

Apr 12 2 1025.83 98-27 98-28 ◊0-03 2.27
Jul 17 2œ 1004.38 102-10 102-11 ◊0-08 2.35
Jan 27 2Å 1032.23 99-19 99-20 ◊0-19 2.40
Apr 32 3Å 1172.75 119-26 119-27 ◊0-26 2.31

Sep 09 4 — 99.19 99.20 ◊ 0.04 4.20
Sep 12 4ü — 99.09 99.10 ◊ 0.06 4.40
Aug 17 4} — 100.15 100.16 ◊ 0.07 4.68
May 37 5 — 101.15 101.16 ◊ 0.11 4.90

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1291 .1289 7.7465 7.7599
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0530 .0530 18.87 18.87
Panama (Balboa) 1.00 1.00 1.00 1.00
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Federal funds 4.75 5.25% %

Prime rate 7.75 8.25

15-yr fixed 5.73 5.63

15-yr fixed jumbo 6.50 5.87

30-yr fixed 6.11 5.94

30-yr fixed jumbo 6.75 6.21

5/1 adj. rate 5.88 5.62

5/1 adj. rate jumbo 6.41 5.82

1-year adj. rate 5.75 5.33

Mortgages
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$75K line good credit* 7.20 7.12% %

$75K line excel. credit* 6.65 6.61

$75K loan good credit* 8.04 7.64

$75K loan excel. credit* 7.72 7.48

Home Equity
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36-mo. used car 7.43 7.79% %

60-mo. new car 6.92 6.94

Auto Loan Rates
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Money-market 3.66 3.46% %

$10K min. money-mkt 3.94 3.88

6-month CD 4.54 4.64

1-year CD 4.68 4.89

2-year CD 4.58 4.80

5-year IRA CD 4.53 4.60
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ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analy-
sis of industry sectors and stock indexes is available online. nytimes.com/business

tion that caught him up short. I
wanted to know whether he be-
lieved that the many critics of ex-
ecutive compensation — all of us
who think there is something fun-
damentally wrong with a system
that allows the C.E.O. to make 400
times what the average worker
makes — were practicing a form
of class warfare? In other words,
is there a moral element to the
debate over C.E.O. pay? Those
were the questions the normally
loquacious Mr. Kay didn’t want to
answer. They are also questions,
I realized, that I’ve been avoiding
as well.

•
Here’s a thought exercise. Sup-

pose we lived in an ideal world,
where the pay-for-performance
system of executive compensa-
tion was a reality, instead of the
mirage it is today. Suppose that
boards of directors actually con-
ducted tough arms-length negoti-
ations with chief executives. And
chief executives had deals that
brought them mega-wealth only
if the company’s profits rose
sharply and the stock price went
up. And that if they failed to in-
crease profits and the stock price,
and got fired, they didn’t get to
line their pockets on their way
out the door. If that were the
case, would you still be outraged
at the staggering sums chief ex-
ecutives make? 

Interesting question, isn’t it?
Among institutional investors
and in the media, the argument
against multimillion-dollar C.E.O.
pay packages is almost always
phrased as a problem with the
pay-for-performance model that
Mr. Kay so stoutly defends. For
instance, the furor that arose last
year over the compensation of
Robert L. Nardelli, the former
chief executive of Home Depot,
was not simply that he made an
outrageous amount of money —
but that Home Depot’s stock
price hadn’t done a thing in the
five years he’d run the company.
His pay didn’t justify his per-
formance. 

But it’s hard to believe that
those leading the charge against
his pay package, starting with
the American Federation of
State, County and Municipal Em-
ployees, weren’t upset mainly by
the fact that Mr. Nardelli had a
$200 million pay package in the
first place — no matter how he
had performed. Indeed, if you go
to the Web site of many of the big
unions — not to mention the
many religious organizations
that have taken to shareholder
activism — you’ll see manifes-
toes decrying the enormous
C.E.O. pay packages that are par
for the course today. Many of
them are especially mournful of
the growing gap between the pay
of the chief executive and that of
the average employees. When
the big unions target underper-
forming C.E.O.’s each year, they
are doing so mainly because it is
the easiest way to generate out-
rage over the fact that all chief
executives are paid so much.

I’ve long been a member of the
“chief executives make too

much” school. I think executive
compensation is a socially corro-
sive issue, especially when the
middle class is struggling. I think
it creates morale problems when
the C.E.O. makes so much more
than even other top executives.
But what offends me most is a
somewhat different issue: that
the market for executive com-
pensation is so clearly rigged.
Chief executives sit on one an-
other’s boards, so they have an
incentive to take care of one an-
other. Directors are predisposed

to want to make the chief execu-
tive happy since, after all, he or
she is the one who picked them
for the board. Far too often, a
chief executive’s pay isn’t a re-
sult of an arms-length negotia-
tion, but a result of a kind of a
corporate buddy system.

Mr. Kay, of course, insists that
there is a real market for C.E.O.
pay — rather than the rigged
market I just described — though
he does grant that “C.E.O.’s have
relative power compared to their
boards.” He can cite statistic af-
ter statistic, using such measures
as “realizable long-term incen-
tive pay,” showing that high-per-
forming chief executives put
more money in their pockets than
those whose companies do poor-
ly. 

But what struck me in speak-
ing to him was the way in which
he himself seemed to acknowl-
edge that, at long last, the game
itself was becoming at least a lit-
tle less rigged. The constant
clamor by institutional investors
has had an effect on boards, he
said. What’s more, “boards are
starting to play hardball on sev-
erance, pensions and perqui-
sites.” He added, “It is a strategic
shift in the labor market, because
these goodies used to come with
the package.”

Indeed, he told me he had be-
gun recommending to boards

that the severance packages for
chief executives, which have
been such a source of contro-
versy, be pared back, especially
for chief executives who have
been on the job for a while and
have reaped considerable com-
pensation rewards. Two compa-
nies, he added, had agreed to do
so — though he declined to identi-
fy them. (They’re clients after
all.) A few days after he spoke to
me, Mr. Kay spoke at a confer-
ence run by Jesse M. Brill, one of
the loudest executive compensa-
tion critics and publisher of Com-
pensationStandards.com. When I
spoke to Mr. Brill the day before
the conference, he was practical-
ly beside himself with excitement
— Mr. Kay, he told me, was going
to publicly denounce outsize, and
unnecessary, severance pack-
ages. “It’s a very big deal,” he
said.

And it could be — if it leads oth-
er compensation consultants to
follow his lead, and boards to be-
gin rethinking big severance
packages for C.E.O.’s who have
either failed to perform or have
been in the job so long they have
already reaped tremendous re-
wards. But it’s also just a start.
What we really need is confi-
dence that boards are finally
treating the shareholders’ money
as if it were their own — and ne-
gotiating as fiercely as, say, Theo
Epstein of the Boston Red Sox
negotiates with Scott Boras, the
famous player’s agent. Which
leads to one last thought exer-
cise. Baseball players also make
outsize salaries, as do actors and
rock stars. You could easily make
the argument that their pay is
also socially corrosive — part of
the growing gap between rich
and poor — and even unfair giv-
en how little teachers make by
comparison. But even many of
the same people who think
C.E.O.’s are paid too much don’t
take the same position about
these other highly paid profes-
sions. 

Why not? The reason, I’m con-
vinced, is that we feel confident
that they are being paid what the
market says they’re worth. Their
compensation has been set by a
real market, not a rigged one.
And markets, in the end, aren’t
moral or immoral. They just are.
We accept their judgment.

I asked Lucian Bebchuk, the
big compensation critic at Har-
vard, what would happen if
C.E.O. pay was finally subjected
to real market forces. My worry
is that it has risen so high in the
rigged market that it would nev-
er come down, even in a real one.
Professor Bebchuk disagreed.
“We cannot predict the true mar-
ket level because we have not
had a well functioning market,”
he said. “But markets do adjust.
If the true market level were sig-
nificantly below the current level,
then compensation would go
down. It wouldn’t happen over-
night, but it would happen.”

And if it didn’t come down? If it
turned out that in a real market
for C.E.O. pay, their compensa-
tion remained in the strato-
sphere? I might not like it, but I
could live with it.

Could you?

What if C.E.O. Pay Is Really Fair?
From First Business Page

Rigged? There is no
guarantee that the
‘real’ market would
yield lower pay.

TYLER HICKS/THE NEW YORK TIMES

Ira T. Kay, a champion of high
chief executive compensation.

said that approximately 20 to 30
companies involved in remics
were under scrutiny, he declined
to give their names, citing tax-
payer confidentiality rules. 

Mr. Schott said that the scru-
tiny, which was first reported
yesterday in Tax Analysts, a
prominent trade publication, was
not related to the recent turmoil
in the mortgage markets. The is-
suance of mortgage-backed secu-
rities has been all but frozen be-
cause of those problems, and
large banks and hedge funds
have taken big losses on invest-
ments in the securities. 

A remic is typically a tax-free
trust set up to issue and sell pools
of existing mortgages, both resi-
dential and commercial, to in-
vestors. 

A trust is set up by a bank or
other company — called a spon-
sor — which sells or transfers
mortgage pools to the trust. That
move is taxable to the sponsors.

They then use the remic to
carve those pools into slices,
bearing varying degrees of risk,
for sale to institutional investors
— typically other banks, hedge
funds, insurance companies and
pension funds.

The investors who buy the
slices pay taxes on their invest-
ments. Often the sponsors them-
selves retain a slice of the mort-

gage pools in the remic.
First created in the 1980s, rem-

ics have ballooned in popularity
in recent years, and now account
for an estimated 50 to 70 percent
of the multitrillion-dollar market
for asset-backed securities.

Securitization has allowed
home lenders over the last dec-
ade to vastly increase the amount
of money available for home
loans, by moving existing loans
off their balance sheets and free-

ing up cash. The market for mort-
gage-backed securities now ex-
ceeds that for United States
Treasury bills, one of the world’s
largest markets.

Remics are a crucial compo-
nent of that process. Their profits
or losses flow through to the in-
vestors who buy the mortgage
pool slices, and are taxable to
those investors. Remics, which
are themselves tax-free, thus al-
low investors and sponsors to
avoid double taxation.

Remics that violate the tax
code, however, can lose their tax-

free status, potentially causing
either their sponsors or their in-
vestors to face a big tax bill.

Mr. Schott said that the I.R.S.
was looking at whether sponsors
of remics were deliberately
underreporting the income they
earned from regular and residual
interest on securitized mortgages
sold through remics.

The sponsors typically set the
value of the interest according to
complex calculations involving
when and how borrowers are
likely to pay off their mortgages.

The inquiry stemmed from
some of those interest calcula-
tions, which the I.R.S. believed
estimated the interest to be paid
over time incorrectly.

Any underreporting could also
affect the buyers of the mortgage
slices, because they could unwit-
tingly be paying too little tax on
their investments.

“If there is general noncompli-
ance, it’s going to cut across all of
those pockets,” Mr. Schott said.

A spokesman for Freddie Mac,
which has issued tens of billions
of securities through the remics
that it sponsors, said yesterday
only that “our remic program is a
key component of our securitiza-
tion business here.” 

Fannie Mae, one of the largest
issuers of mortgage-backed secu-
rities and users of remics, did not
have a comment on the investiga-
tion.

I.R.S. Is ScrutinizingMortgage Securities
From First Business Page

A multitrillion-dollar
market financed by
an arcane system.
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INVESTMENT GRADE

FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4007 2730 1035 242
Advances 1762 1188 474 100
Declines 1773 1206 439 128
Unchanged 127 51 70 6
52 Week High 144 99 23 22
52 Week Low 85 68 14 3
Dollar Volume *     13,929 8,384 4,139 1,406

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Vodafone Airtouch Plc (VOD.GI) 7.750 Feb ‘10 Baa1 A– A– 105.871 105.196 105.871 0.179 5.040
Household Finance (HI.KJ) 6.400 Jun ‘08 Aa3 AA– AA– 101.048 99.879 100.779 0.377 5.182
Jpmorgan Chase Capital Xxv (JPM.JBJ) 6.800 Oct ‘37 –– A –– 101.643 101.058 101.551 0.561 6.679
NCNB (BAC.QR) 9.375 Sep ‘09 Aa2 AA– AA– 107.624 107.150 107.556 –0.110 5.167
General Electric Capital  (GE.HDM) 5.625 Sep ‘17 Aaa –– –– 102.292 99.831 100.166 –0.413 5.603
Exelon Generation Co (EXC.JU) 6.200 Oct ‘17 A3 BBB+ BBB+ 100.740 100.341 100.681 0.103 6.107
Kroger Co (KR.JV) 6.400 Aug ‘17 Baa2 BBB– BBB 103.535 102.964 103.535 0.555 5.919
Reynolds American (RAI.GP) 6.750 Jun ‘17 Ba1 BBB BBB– 102.794 102.274 102.274 –1.159 6.429
HSBC Hlds Plc (HBC.GCP) 6.500 Sep ‘37 Aa3 A+ AA– 104.009 100.083 101.209 0.876 6.408
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul ‘37 A2 A A+ 102.599 100.760 102.599 –0.143 6.672

HIGH YIELD

General Motors Nova Scotia Fiance (GM.GN) 6.850 Oct ‘08 Caa1 B– B– 100.750 99.000 99.625 0.125 7.247
General Motors (GM.HB) 8.375 Jul ‘33 Caa1 B– B– 94.000 90.000 92.750 0.500 9.107
Ford Motor Credit (F.IB) 5.800 Jan ‘09 B1 B BB– 99.500 96.000 97.250 0.240 8.172
TXU  (TXU.KO) 6.550 Nov ‘34 Caa1 CCC BB+ 77.250 77.000 77.000 –0.500 8.789
General Motors Accpt. (GMA.HC) 7.250 Mar ‘11 Ba1 BB+ BB+ 99.200 96.500 98.530 –0.720 7.749
General Motors Accpt. (GMA.IMW) 6.750 Dec ‘14 Ba1 BB+ BB+ 94.736 91.003 92.500 –0.500 8.157
Windstream  (WNDS.GD) 8.625 Aug ‘16 Ba3 BB– BB+ 108.750 108.125 108.375 –0.375 7.040
General Motors Accpt. (GMA.GY) 7.750 Jan ‘10 Ba1 BB+ BB+ 101.500 97.800 98.750 –0.375 8.360
Philippine Long Distance Telephone (PHI.GG) 8.350 Mar ‘17 Ba2 BB+ BB+ 110.875 107.500 109.000 8.000 7.023
Continental Airlines Pass Through Trusts (CAL.GJ) 7.461 Oct ‘14 Ba3 B– –– 98.625 93.500 98.625 

CONVERTIBLES

Teva Pharmaceutical Industries (TEVA.GH) 0.250 Feb ‘24 –– BBB –– 132.418 131.050 131.600 0.100 –11.432
Archer-Daniels-Midland Co (ADM.GR) 0.875 Feb ‘14 –– A –– 99.875 99.017 99.210 –0.165 1.004
NII Hlds (NIHD.GH) 3.125 Jun ‘12 –– –– –– 98.875 96.862 98.875 1.780 3.387
King Pharmaceuticals (KG.GE) 1.250 Apr ‘26 –– –– –– 82.062 81.803 81.991 –0.129 2.471
Medicis Pharmaceutical (MRX.GC) 1.500 Jun ‘33 –– –– –– 98.563 98.070 98.070 –0.562 4.589
Symantec  (SYMC.GF) 1.000 Jun ‘13 –– –– –– 122.825 121.543 121.938 0.105 –2.575
Sandisk  (SNDK.GC) 1.000 May ‘13 –– BB– –– 90.250 87.500 88.875 –2.500 3.193
Amazon.Com (AMZN.GC) 4.750 Feb ‘09 Ba3 B+ –– 121.686 119.000 121.640 1.140 –10.274
Linear Technology  (LLTC.GC) 3.000 May ‘27 –– –– –– 97.809 97.438 97.809 0.184 3.151
EMC  (EMC.GF) 1.750 Dec ‘13 –– BBB+ –– 156.268 152.291 154.711 1.280 –5.614

ASIA/PACIFIC
Australia (Dollar) .9031 .9039 1.1072 1.1064
China (Yuan) .1331 .1332 7.5115 7.5070
Hong Kong (Dollar) .1289 .1290 7.7559 7.7545
India (Rupee) .0255 .0256 39.170 39.105
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008506 .008529 117.56 117.25
Malaysia (Ringgit) .2967 .2972 3.3700 3.3645
New Zealand (Dollar) .7752 .7719 1.2900 1.2954
Pakistan (Rupee) .0165 .0165 60.64 60.68
Philippines (Peso) .0225 .0225 44.37 44.37

EUROPE
Britain (Pound) 2.0343 2.0337 .4916 .4917
Czech Rep (Koruna) .0515 .0517 19.42 19.34
Denmark (Krone) .1902 .1908 5.2562 5.2407
Europe (Euro) 1.4176 1.4217 .7054 .7034
Hungary (Forint) .0057 .0057 176.46 175.28
Norway (Krone) .1848 .1860 5.4125 5.3755
Poland (Zloty) .3809 .3818 2.63 2.62
Russia (Ruble) .0401 .0402 24.9190 24.8905
Slovak Rep (Koruna) .0422 .0424 23.72 23.59
Sweden (Krona) .1557 .1559 6.4229 6.4138
Switzerland (Franc) .8440 .8464 1.1848 1.1814
Turkey (Lira) .8377 .8389 1.1938 1.1920

Canada (Dollar) 1.0271 1.0244 .9736 .9762
Dominican Rep (Peso) .0298 .0298 33.55 33.55
Mexico (Peso) .092548 .092395 10.8052 10.8231

Bahrain (Dinar) 2.6532 2.6525 .3769 .3770
Egypt (Pound) .1802 .1802 5.5497 5.5497
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2478 .2494 4.0359 4.0100
Jordan (Dinar) 1.4134 1.4134 .7075 .7075
Kenya (Shilling) .0150 .0150 66.60 66.65
Kuwait (Dinar) 3.5660 3.5682 .2804 .2802
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2673 .2673 3.7408 3.7408
So. Africa (Rand) .1482 .1487 6.7482 6.7254
U.A.E. (Dirham) .2723 .2723 3.6723 3.6723

MIDDLE EAST/AFRICA

Singapore (Dollar) .6836 .6835 1.4628 1.4630
So. Korea (Won) .001089 .001090 918.27 917.43
Taiwan (Dollar) .0306 .0306 32.69 32.68
Thailand (Baht) .03180 .03180 31.45 31.45
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3168 .3171 3.1570 3.1540
Bolivia (Boliviano) .1307 .1303 7.6496 7.6742
Brazil (Real) .5548 .5551 1.8025 1.8015
Chile (Peso) .002015 .002021 496.28 494.80
Colombia (Peso) .000504 .000510 1982.50 1962.50
Paraguay (Guarani) .000204 .000203 4901.96 4926.11
Peru (New Sol) .3284 .3295 3.045 3.035
Uruguay (New Peso) .0451 .0451 22.1499 22.1499
Venezuela (Bolivar) .000466 .000466 2145.92 2145.92

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 63.20 64.60 62.85 63.87 + .14 138,948
Lumber CME $/1,000 bd. ft. 273.8 259.0 Jan 08 261.0 261.1 256.7 256.9 ◊ 3.4 4,466

Cocoa NYBOT $/ton 2164 1347 Dec 07 1855 1855 1815 1838 ◊ 17 58,472
Coffee NYBOT ¢/lb 141.00 110.00 Dec 07 137.80 140.80 136.20 139.30 + 1.05 104,569
Sugar-World NYBOT ¢/lb 17.85 9.22 Mar 08 9.80 9.92 9.73 9.80 ◊ .01 411,905
Sugar-Domestic NYBOT ¢/lb 21.40 18.75 Jan 08 20.40 20.41 20.40 20.41 ◊ .02 3,863
Orange Juice NYBOT ¢/lb 187.50 111.65 Jan 08 135.00 149.95 135.00 143.60 + 7.05 13,923

Live Cattle CME ¢/lb 101.45 85.50 Dec 07 97.92 97.92 96.90 97.22 ◊ .55 121,813
Feeder Cattle CME ¢/lb 115.50 111.85 Jan 08 114.77 114.77 112.00 113.90 ◊ .82 10,169
Hogs-Lean CME ¢/lb 74.70 58.40 Dec 07 60.75 61.55 58.10 58.27 ◊ 2.25 94,762
Pork Bellies CME ¢/lb 91.00 84.85 Feb 08 86.40 88.25 84.82 85.70 ◊ 1.47 1,054

Corn CBT ¢/bushel 431} 281è Dec 07 353ø 358 340} 351 + 7ü 578,474
Soybeans CBT ¢/bushel 1017} 599 Nov 07 979} 993ü 973ü 976} ◊ 4} 177,061
Soybean Meal CBT $/ton 293.00 172.00 Dec 07 279.30 283.60 275.90 278.90 + .80 96,309
Soybean Oil CBT ¢/lb 40.59 25.83 Dec 07 39.74 40.37 39.50 39.53 ◊ .44 124,794
Wheat CBT ¢/bushel 961} 434ø Dec 07 863ü 890 853 857ø ◊ 25ø 211,407
Winter Wheat KC ¢/bushel 950ø 456 Dec 07 875 876 857 867} ◊ 18ü 78,015
Oats CBT ¢/bushel 295 199 Dec 07 274} 278ø 273 277 + 2ü 11,208
Rough Rice CBT $/CWT 11.800 10.020 Nov 07 11.700 11.780 11.580 11.640 ◊ .080 8,645

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 754.40 757.60 750.00 753.80 ◊ 2.90 314,544
Silver CMX ¢/troy oz. 1530.0 754.0 Dec 07 1390.0 1399.5 1379.5 1390.3 ◊ 8.2 80,796
Platinum NYM $/troy oz. 1425.30 1155.00 Jan 08 1413.50 1424.90 1402.50 1414.20 ◊ 6.20 14,704
Palladium NYM $/oz. 398.95 320.00 Dec 07 378.00 385.50 376.10 379.50 ◊ 6.45 13,143
Hi Grade Copper CMX ¢/lb 378.00 238.00 Dec 07 365.30 369.30 363.05 365.25 ◊ 1.65 62,069

Light Sweet Crude NYM $/bbl. 83.01 50.05 Dec 07 82.82 83.01 81.79 82.74 + .48 371,702
Gas Blend NYM  2.1224 1.6766 Nov 07 2.0875 2.1005 2.0478 2.0851 + .0185 59,741
Heating Oil NYM ¢/gal 233.50 167.30 Dec 07 227.50 228.18 225.15 226.69 + .11 75,964
Natural Gas NYM $/mm btu 11.900 7.480 Jan 08 8.040 8.070 7.945 8.046 + .005 80,502

Jan 08 — — 4.09 4.08 + 0.08 4.19
Apr 08 — — 4.14 4.13 + 0.02 4.29

Apr 12 2 1025.83 98-27 98-28 ◊0-03 2.27
Jul 17 2œ 1004.38 102-10 102-11 ◊0-08 2.35
Jan 27 2Å 1032.23 99-19 99-20 ◊0-19 2.40
Apr 32 3Å 1172.75 119-26 119-27 ◊0-26 2.31

Sep 09 4 — 99.19 99.20 ◊ 0.04 4.20
Sep 12 4ü — 99.09 99.10 ◊ 0.06 4.40
Aug 17 4} — 100.15 100.16 ◊ 0.07 4.68
May 37 5 — 101.15 101.16 ◊ 0.11 4.90

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1291 .1289 7.7465 7.7599
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0530 .0530 18.87 18.87
Panama (Balboa) 1.00 1.00 1.00 1.00
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Prime rate 7.75 8.25

15-yr fixed 5.73 5.63
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30-yr fixed 6.11 5.94
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Mortgages
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$75K line good credit* 7.20 7.12% %

$75K line excel. credit* 6.65 6.61

$75K loan good credit* 8.04 7.64

$75K loan excel. credit* 7.72 7.48

Home Equity
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36-mo. used car 7.43 7.79% %

60-mo. new car 6.92 6.94

Auto Loan Rates
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Money-market 3.66 3.46% %

$10K min. money-mkt 3.94 3.88

6-month CD 4.54 4.64

1-year CD 4.68 4.89
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ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analy-
sis of industry sectors and stock indexes is available online. nytimes.com/business

tion that caught him up short. I
wanted to know whether he be-
lieved that the many critics of ex-
ecutive compensation — all of us
who think there is something fun-
damentally wrong with a system
that allows the C.E.O. to make 400
times what the average worker
makes — were practicing a form
of class warfare? In other words,
is there a moral element to the
debate over C.E.O. pay? Those
were the questions the normally
loquacious Mr. Kay didn’t want to
answer. They are also questions,
I realized, that I’ve been avoiding
as well.

•
Here’s a thought exercise. Sup-

pose we lived in an ideal world,
where the pay-for-performance
system of executive compensa-
tion was a reality, instead of the
mirage it is today. Suppose that
boards of directors actually con-
ducted tough arms-length negoti-
ations with chief executives. And
chief executives had deals that
brought them mega-wealth only
if the company’s profits rose
sharply and the stock price went
up. And that if they failed to in-
crease profits and the stock price,
and got fired, they didn’t get to
line their pockets on their way
out the door. If that were the
case, would you still be outraged
at the staggering sums chief ex-
ecutives make? 

Interesting question, isn’t it?
Among institutional investors
and in the media, the argument
against multimillion-dollar C.E.O.
pay packages is almost always
phrased as a problem with the
pay-for-performance model that
Mr. Kay so stoutly defends. For
instance, the furor that arose last
year over the compensation of
Robert L. Nardelli, the former
chief executive of Home Depot,
was not simply that he made an
outrageous amount of money —
but that Home Depot’s stock
price hadn’t done a thing in the
five years he’d run the company.
His pay didn’t justify his per-
formance. 

But it’s hard to believe that
those leading the charge against
his pay package, starting with
the American Federation of
State, County and Municipal Em-
ployees, weren’t upset mainly by
the fact that Mr. Nardelli had a
$200 million pay package in the
first place — no matter how he
had performed. Indeed, if you go
to the Web site of many of the big
unions — not to mention the
many religious organizations
that have taken to shareholder
activism — you’ll see manifes-
toes decrying the enormous
C.E.O. pay packages that are par
for the course today. Many of
them are especially mournful of
the growing gap between the pay
of the chief executive and that of
the average employees. When
the big unions target underper-
forming C.E.O.’s each year, they
are doing so mainly because it is
the easiest way to generate out-
rage over the fact that all chief
executives are paid so much.

I’ve long been a member of the
“chief executives make too

much” school. I think executive
compensation is a socially corro-
sive issue, especially when the
middle class is struggling. I think
it creates morale problems when
the C.E.O. makes so much more
than even other top executives.
But what offends me most is a
somewhat different issue: that
the market for executive com-
pensation is so clearly rigged.
Chief executives sit on one an-
other’s boards, so they have an
incentive to take care of one an-
other. Directors are predisposed

to want to make the chief execu-
tive happy since, after all, he or
she is the one who picked them
for the board. Far too often, a
chief executive’s pay isn’t a re-
sult of an arms-length negotia-
tion, but a result of a kind of a
corporate buddy system.

Mr. Kay, of course, insists that
there is a real market for C.E.O.
pay — rather than the rigged
market I just described — though
he does grant that “C.E.O.’s have
relative power compared to their
boards.” He can cite statistic af-
ter statistic, using such measures
as “realizable long-term incen-
tive pay,” showing that high-per-
forming chief executives put
more money in their pockets than
those whose companies do poor-
ly. 

But what struck me in speak-
ing to him was the way in which
he himself seemed to acknowl-
edge that, at long last, the game
itself was becoming at least a lit-
tle less rigged. The constant
clamor by institutional investors
has had an effect on boards, he
said. What’s more, “boards are
starting to play hardball on sev-
erance, pensions and perqui-
sites.” He added, “It is a strategic
shift in the labor market, because
these goodies used to come with
the package.”

Indeed, he told me he had be-
gun recommending to boards

that the severance packages for
chief executives, which have
been such a source of contro-
versy, be pared back, especially
for chief executives who have
been on the job for a while and
have reaped considerable com-
pensation rewards. Two compa-
nies, he added, had agreed to do
so — though he declined to identi-
fy them. (They’re clients after
all.) A few days after he spoke to
me, Mr. Kay spoke at a confer-
ence run by Jesse M. Brill, one of
the loudest executive compensa-
tion critics and publisher of Com-
pensationStandards.com. When I
spoke to Mr. Brill the day before
the conference, he was practical-
ly beside himself with excitement
— Mr. Kay, he told me, was going
to publicly denounce outsize, and
unnecessary, severance pack-
ages. “It’s a very big deal,” he
said.

And it could be — if it leads oth-
er compensation consultants to
follow his lead, and boards to be-
gin rethinking big severance
packages for C.E.O.’s who have
either failed to perform or have
been in the job so long they have
already reaped tremendous re-
wards. But it’s also just a start.
What we really need is confi-
dence that boards are finally
treating the shareholders’ money
as if it were their own — and ne-
gotiating as fiercely as, say, Theo
Epstein of the Boston Red Sox
negotiates with Scott Boras, the
famous player’s agent. Which
leads to one last thought exer-
cise. Baseball players also make
outsize salaries, as do actors and
rock stars. You could easily make
the argument that their pay is
also socially corrosive — part of
the growing gap between rich
and poor — and even unfair giv-
en how little teachers make by
comparison. But even many of
the same people who think
C.E.O.’s are paid too much don’t
take the same position about
these other highly paid profes-
sions. 

Why not? The reason, I’m con-
vinced, is that we feel confident
that they are being paid what the
market says they’re worth. Their
compensation has been set by a
real market, not a rigged one.
And markets, in the end, aren’t
moral or immoral. They just are.
We accept their judgment.

I asked Lucian Bebchuk, the
big compensation critic at Har-
vard, what would happen if
C.E.O. pay was finally subjected
to real market forces. My worry
is that it has risen so high in the
rigged market that it would nev-
er come down, even in a real one.
Professor Bebchuk disagreed.
“We cannot predict the true mar-
ket level because we have not
had a well functioning market,”
he said. “But markets do adjust.
If the true market level were sig-
nificantly below the current level,
then compensation would go
down. It wouldn’t happen over-
night, but it would happen.”

And if it didn’t come down? If it
turned out that in a real market
for C.E.O. pay, their compensa-
tion remained in the strato-
sphere? I might not like it, but I
could live with it.

Could you?

What if C.E.O. Pay Is Really Fair?
From First Business Page

Rigged? There is no
guarantee that the
‘real’ market would
yield lower pay.

TYLER HICKS/THE NEW YORK TIMES

Ira T. Kay, a champion of high
chief executive compensation.

said that approximately 20 to 30
companies involved in remics
were under scrutiny, he declined
to give their names, citing tax-
payer confidentiality rules. 

Mr. Schott said that the scru-
tiny, which was first reported
yesterday in Tax Analysts, a
prominent trade publication, was
not related to the recent turmoil
in the mortgage markets. The is-
suance of mortgage-backed secu-
rities has been all but frozen be-
cause of those problems, and
large banks and hedge funds
have taken big losses on invest-
ments in the securities. 

A remic is typically a tax-free
trust set up to issue and sell pools
of existing mortgages, both resi-
dential and commercial, to in-
vestors. 

A trust is set up by a bank or
other company — called a spon-
sor — which sells or transfers
mortgage pools to the trust. That
move is taxable to the sponsors.

They then use the remic to
carve those pools into slices,
bearing varying degrees of risk,
for sale to institutional investors
— typically other banks, hedge
funds, insurance companies and
pension funds.

The investors who buy the
slices pay taxes on their invest-
ments. Often the sponsors them-
selves retain a slice of the mort-

gage pools in the remic.
First created in the 1980s, rem-

ics have ballooned in popularity
in recent years, and now account
for an estimated 50 to 70 percent
of the multitrillion-dollar market
for asset-backed securities.

Securitization has allowed
home lenders over the last dec-
ade to vastly increase the amount
of money available for home
loans, by moving existing loans
off their balance sheets and free-

ing up cash. The market for mort-
gage-backed securities now ex-
ceeds that for United States
Treasury bills, one of the world’s
largest markets.

Remics are a crucial compo-
nent of that process. Their profits
or losses flow through to the in-
vestors who buy the mortgage
pool slices, and are taxable to
those investors. Remics, which
are themselves tax-free, thus al-
low investors and sponsors to
avoid double taxation.

Remics that violate the tax
code, however, can lose their tax-

free status, potentially causing
either their sponsors or their in-
vestors to face a big tax bill.

Mr. Schott said that the I.R.S.
was looking at whether sponsors
of remics were deliberately
underreporting the income they
earned from regular and residual
interest on securitized mortgages
sold through remics.

The sponsors typically set the
value of the interest according to
complex calculations involving
when and how borrowers are
likely to pay off their mortgages.

The inquiry stemmed from
some of those interest calcula-
tions, which the I.R.S. believed
estimated the interest to be paid
over time incorrectly.

Any underreporting could also
affect the buyers of the mortgage
slices, because they could unwit-
tingly be paying too little tax on
their investments.

“If there is general noncompli-
ance, it’s going to cut across all of
those pockets,” Mr. Schott said.

A spokesman for Freddie Mac,
which has issued tens of billions
of securities through the remics
that it sponsors, said yesterday
only that “our remic program is a
key component of our securitiza-
tion business here.” 

Fannie Mae, one of the largest
issuers of mortgage-backed secu-
rities and users of remics, did not
have a comment on the investiga-
tion.

I.R.S. Is ScrutinizingMortgage Securities
From First Business Page

A multitrillion-dollar
market financed by
an arcane system.
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INVESTMENT GRADE

FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4007 2730 1035 242
Advances 1762 1188 474 100
Declines 1773 1206 439 128
Unchanged 127 51 70 6
52 Week High 144 99 23 22
52 Week Low 85 68 14 3
Dollar Volume *     13,929 8,384 4,139 1,406

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Vodafone Airtouch Plc (VOD.GI) 7.750 Feb ‘10 Baa1 A– A– 105.871 105.196 105.871 0.179 5.040
Household Finance (HI.KJ) 6.400 Jun ‘08 Aa3 AA– AA– 101.048 99.879 100.779 0.377 5.182
Jpmorgan Chase Capital Xxv (JPM.JBJ) 6.800 Oct ‘37 –– A –– 101.643 101.058 101.551 0.561 6.679
NCNB (BAC.QR) 9.375 Sep ‘09 Aa2 AA– AA– 107.624 107.150 107.556 –0.110 5.167
General Electric Capital  (GE.HDM) 5.625 Sep ‘17 Aaa –– –– 102.292 99.831 100.166 –0.413 5.603
Exelon Generation Co (EXC.JU) 6.200 Oct ‘17 A3 BBB+ BBB+ 100.740 100.341 100.681 0.103 6.107
Kroger Co (KR.JV) 6.400 Aug ‘17 Baa2 BBB– BBB 103.535 102.964 103.535 0.555 5.919
Reynolds American (RAI.GP) 6.750 Jun ‘17 Ba1 BBB BBB– 102.794 102.274 102.274 –1.159 6.429
HSBC Hlds Plc (HBC.GCP) 6.500 Sep ‘37 Aa3 A+ AA– 104.009 100.083 101.209 0.876 6.408
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul ‘37 A2 A A+ 102.599 100.760 102.599 –0.143 6.672

HIGH YIELD

General Motors Nova Scotia Fiance (GM.GN) 6.850 Oct ‘08 Caa1 B– B– 100.750 99.000 99.625 0.125 7.247
General Motors (GM.HB) 8.375 Jul ‘33 Caa1 B– B– 94.000 90.000 92.750 0.500 9.107
Ford Motor Credit (F.IB) 5.800 Jan ‘09 B1 B BB– 99.500 96.000 97.250 0.240 8.172
TXU  (TXU.KO) 6.550 Nov ‘34 Caa1 CCC BB+ 77.250 77.000 77.000 –0.500 8.789
General Motors Accpt. (GMA.HC) 7.250 Mar ‘11 Ba1 BB+ BB+ 99.200 96.500 98.530 –0.720 7.749
General Motors Accpt. (GMA.IMW) 6.750 Dec ‘14 Ba1 BB+ BB+ 94.736 91.003 92.500 –0.500 8.157
Windstream  (WNDS.GD) 8.625 Aug ‘16 Ba3 BB– BB+ 108.750 108.125 108.375 –0.375 7.040
General Motors Accpt. (GMA.GY) 7.750 Jan ‘10 Ba1 BB+ BB+ 101.500 97.800 98.750 –0.375 8.360
Philippine Long Distance Telephone (PHI.GG) 8.350 Mar ‘17 Ba2 BB+ BB+ 110.875 107.500 109.000 8.000 7.023
Continental Airlines Pass Through Trusts (CAL.GJ) 7.461 Oct ‘14 Ba3 B– –– 98.625 93.500 98.625 

CONVERTIBLES

Teva Pharmaceutical Industries (TEVA.GH) 0.250 Feb ‘24 –– BBB –– 132.418 131.050 131.600 0.100 –11.432
Archer-Daniels-Midland Co (ADM.GR) 0.875 Feb ‘14 –– A –– 99.875 99.017 99.210 –0.165 1.004
NII Hlds (NIHD.GH) 3.125 Jun ‘12 –– –– –– 98.875 96.862 98.875 1.780 3.387
King Pharmaceuticals (KG.GE) 1.250 Apr ‘26 –– –– –– 82.062 81.803 81.991 –0.129 2.471
Medicis Pharmaceutical (MRX.GC) 1.500 Jun ‘33 –– –– –– 98.563 98.070 98.070 –0.562 4.589
Symantec  (SYMC.GF) 1.000 Jun ‘13 –– –– –– 122.825 121.543 121.938 0.105 –2.575
Sandisk  (SNDK.GC) 1.000 May ‘13 –– BB– –– 90.250 87.500 88.875 –2.500 3.193
Amazon.Com (AMZN.GC) 4.750 Feb ‘09 Ba3 B+ –– 121.686 119.000 121.640 1.140 –10.274
Linear Technology  (LLTC.GC) 3.000 May ‘27 –– –– –– 97.809 97.438 97.809 0.184 3.151
EMC  (EMC.GF) 1.750 Dec ‘13 –– BBB+ –– 156.268 152.291 154.711 1.280 –5.614

ASIA/PACIFIC
Australia (Dollar) .9031 .9039 1.1072 1.1064
China (Yuan) .1331 .1332 7.5115 7.5070
Hong Kong (Dollar) .1289 .1290 7.7559 7.7545
India (Rupee) .0255 .0256 39.170 39.105
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008506 .008529 117.56 117.25
Malaysia (Ringgit) .2967 .2972 3.3700 3.3645
New Zealand (Dollar) .7752 .7719 1.2900 1.2954
Pakistan (Rupee) .0165 .0165 60.64 60.68
Philippines (Peso) .0225 .0225 44.37 44.37

EUROPE
Britain (Pound) 2.0343 2.0337 .4916 .4917
Czech Rep (Koruna) .0515 .0517 19.42 19.34
Denmark (Krone) .1902 .1908 5.2562 5.2407
Europe (Euro) 1.4176 1.4217 .7054 .7034
Hungary (Forint) .0057 .0057 176.46 175.28
Norway (Krone) .1848 .1860 5.4125 5.3755
Poland (Zloty) .3809 .3818 2.63 2.62
Russia (Ruble) .0401 .0402 24.9190 24.8905
Slovak Rep (Koruna) .0422 .0424 23.72 23.59
Sweden (Krona) .1557 .1559 6.4229 6.4138
Switzerland (Franc) .8440 .8464 1.1848 1.1814
Turkey (Lira) .8377 .8389 1.1938 1.1920

Canada (Dollar) 1.0271 1.0244 .9736 .9762
Dominican Rep (Peso) .0298 .0298 33.55 33.55
Mexico (Peso) .092548 .092395 10.8052 10.8231

Bahrain (Dinar) 2.6532 2.6525 .3769 .3770
Egypt (Pound) .1802 .1802 5.5497 5.5497
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2478 .2494 4.0359 4.0100
Jordan (Dinar) 1.4134 1.4134 .7075 .7075
Kenya (Shilling) .0150 .0150 66.60 66.65
Kuwait (Dinar) 3.5660 3.5682 .2804 .2802
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2673 .2673 3.7408 3.7408
So. Africa (Rand) .1482 .1487 6.7482 6.7254
U.A.E. (Dirham) .2723 .2723 3.6723 3.6723

MIDDLE EAST/AFRICA

Singapore (Dollar) .6836 .6835 1.4628 1.4630
So. Korea (Won) .001089 .001090 918.27 917.43
Taiwan (Dollar) .0306 .0306 32.69 32.68
Thailand (Baht) .03180 .03180 31.45 31.45
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3168 .3171 3.1570 3.1540
Bolivia (Boliviano) .1307 .1303 7.6496 7.6742
Brazil (Real) .5548 .5551 1.8025 1.8015
Chile (Peso) .002015 .002021 496.28 494.80
Colombia (Peso) .000504 .000510 1982.50 1962.50
Paraguay (Guarani) .000204 .000203 4901.96 4926.11
Peru (New Sol) .3284 .3295 3.045 3.035
Uruguay (New Peso) .0451 .0451 22.1499 22.1499
Venezuela (Bolivar) .000466 .000466 2145.92 2145.92

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 63.20 64.60 62.85 63.87 + .14 138,948
Lumber CME $/1,000 bd. ft. 273.8 259.0 Jan 08 261.0 261.1 256.7 256.9 ◊ 3.4 4,466

Cocoa NYBOT $/ton 2164 1347 Dec 07 1855 1855 1815 1838 ◊ 17 58,472
Coffee NYBOT ¢/lb 141.00 110.00 Dec 07 137.80 140.80 136.20 139.30 + 1.05 104,569
Sugar-World NYBOT ¢/lb 17.85 9.22 Mar 08 9.80 9.92 9.73 9.80 ◊ .01 411,905
Sugar-Domestic NYBOT ¢/lb 21.40 18.75 Jan 08 20.40 20.41 20.40 20.41 ◊ .02 3,863
Orange Juice NYBOT ¢/lb 187.50 111.65 Jan 08 135.00 149.95 135.00 143.60 + 7.05 13,923

Live Cattle CME ¢/lb 101.45 85.50 Dec 07 97.92 97.92 96.90 97.22 ◊ .55 121,813
Feeder Cattle CME ¢/lb 115.50 111.85 Jan 08 114.77 114.77 112.00 113.90 ◊ .82 10,169
Hogs-Lean CME ¢/lb 74.70 58.40 Dec 07 60.75 61.55 58.10 58.27 ◊ 2.25 94,762
Pork Bellies CME ¢/lb 91.00 84.85 Feb 08 86.40 88.25 84.82 85.70 ◊ 1.47 1,054

Corn CBT ¢/bushel 431} 281è Dec 07 353ø 358 340} 351 + 7ü 578,474
Soybeans CBT ¢/bushel 1017} 599 Nov 07 979} 993ü 973ü 976} ◊ 4} 177,061
Soybean Meal CBT $/ton 293.00 172.00 Dec 07 279.30 283.60 275.90 278.90 + .80 96,309
Soybean Oil CBT ¢/lb 40.59 25.83 Dec 07 39.74 40.37 39.50 39.53 ◊ .44 124,794
Wheat CBT ¢/bushel 961} 434ø Dec 07 863ü 890 853 857ø ◊ 25ø 211,407
Winter Wheat KC ¢/bushel 950ø 456 Dec 07 875 876 857 867} ◊ 18ü 78,015
Oats CBT ¢/bushel 295 199 Dec 07 274} 278ø 273 277 + 2ü 11,208
Rough Rice CBT $/CWT 11.800 10.020 Nov 07 11.700 11.780 11.580 11.640 ◊ .080 8,645

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 754.40 757.60 750.00 753.80 ◊ 2.90 314,544
Silver CMX ¢/troy oz. 1530.0 754.0 Dec 07 1390.0 1399.5 1379.5 1390.3 ◊ 8.2 80,796
Platinum NYM $/troy oz. 1425.30 1155.00 Jan 08 1413.50 1424.90 1402.50 1414.20 ◊ 6.20 14,704
Palladium NYM $/oz. 398.95 320.00 Dec 07 378.00 385.50 376.10 379.50 ◊ 6.45 13,143
Hi Grade Copper CMX ¢/lb 378.00 238.00 Dec 07 365.30 369.30 363.05 365.25 ◊ 1.65 62,069

Light Sweet Crude NYM $/bbl. 83.01 50.05 Dec 07 82.82 83.01 81.79 82.74 + .48 371,702
Gas Blend NYM  2.1224 1.6766 Nov 07 2.0875 2.1005 2.0478 2.0851 + .0185 59,741
Heating Oil NYM ¢/gal 233.50 167.30 Dec 07 227.50 228.18 225.15 226.69 + .11 75,964
Natural Gas NYM $/mm btu 11.900 7.480 Jan 08 8.040 8.070 7.945 8.046 + .005 80,502

Jan 08 — — 4.09 4.08 + 0.08 4.19
Apr 08 — — 4.14 4.13 + 0.02 4.29

Apr 12 2 1025.83 98-27 98-28 ◊0-03 2.27
Jul 17 2œ 1004.38 102-10 102-11 ◊0-08 2.35
Jan 27 2Å 1032.23 99-19 99-20 ◊0-19 2.40
Apr 32 3Å 1172.75 119-26 119-27 ◊0-26 2.31

Sep 09 4 — 99.19 99.20 ◊ 0.04 4.20
Sep 12 4ü — 99.09 99.10 ◊ 0.06 4.40
Aug 17 4} — 100.15 100.16 ◊ 0.07 4.68
May 37 5 — 101.15 101.16 ◊ 0.11 4.90

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1291 .1289 7.7465 7.7599
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0530 .0530 18.87 18.87
Panama (Balboa) 1.00 1.00 1.00 1.00

%+15

–10

’02 ’07

Construction Spending
Change from
previous year

Aug. ’07 %–1.7
July ’07 –2.4

%+6

–4

’02 ’07

Personal Savings Rate
Percent of
disposable income

Aug. ’07 %+0.7
July ’07 +0.9

–30

–70

’02 ’07

Balance of Trade
In billions of dollars
Seasonally adjusted

Aug. ’07 –57.6
July ’07 –59.0

12

2

’02 ’07

Housing Supply
In months

Aug. ’07 10.0
July ’07 9.5

65

45

’02 ’07

Manufacturing Index
ISM; over 50 indicates
expansion; seasonally adjusted

Sept. ’07 52.0
Aug. ’07 52.9

0% 1 2 3 4 5 6 7 8 9 10

Federal funds 4.75 5.25% %

Prime rate 7.75 8.25

15-yr fixed 5.73 5.63

15-yr fixed jumbo 6.50 5.87

30-yr fixed 6.11 5.94

30-yr fixed jumbo 6.75 6.21

5/1 adj. rate 5.88 5.62

5/1 adj. rate jumbo 6.41 5.82

1-year adj. rate 5.75 5.33
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Home Equity
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ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analy-
sis of industry sectors and stock indexes is available online. nytimes.com/business

tion that caught him up short. I
wanted to know whether he be-
lieved that the many critics of ex-
ecutive compensation — all of us
who think there is something fun-
damentally wrong with a system
that allows the C.E.O. to make 400
times what the average worker
makes — were practicing a form
of class warfare? In other words,
is there a moral element to the
debate over C.E.O. pay? Those
were the questions the normally
loquacious Mr. Kay didn’t want to
answer. They are also questions,
I realized, that I’ve been avoiding
as well.

•
Here’s a thought exercise. Sup-

pose we lived in an ideal world,
where the pay-for-performance
system of executive compensa-
tion was a reality, instead of the
mirage it is today. Suppose that
boards of directors actually con-
ducted tough arms-length negoti-
ations with chief executives. And
chief executives had deals that
brought them mega-wealth only
if the company’s profits rose
sharply and the stock price went
up. And that if they failed to in-
crease profits and the stock price,
and got fired, they didn’t get to
line their pockets on their way
out the door. If that were the
case, would you still be outraged
at the staggering sums chief ex-
ecutives make? 

Interesting question, isn’t it?
Among institutional investors
and in the media, the argument
against multimillion-dollar C.E.O.
pay packages is almost always
phrased as a problem with the
pay-for-performance model that
Mr. Kay so stoutly defends. For
instance, the furor that arose last
year over the compensation of
Robert L. Nardelli, the former
chief executive of Home Depot,
was not simply that he made an
outrageous amount of money —
but that Home Depot’s stock
price hadn’t done a thing in the
five years he’d run the company.
His pay didn’t justify his per-
formance. 

But it’s hard to believe that
those leading the charge against
his pay package, starting with
the American Federation of
State, County and Municipal Em-
ployees, weren’t upset mainly by
the fact that Mr. Nardelli had a
$200 million pay package in the
first place — no matter how he
had performed. Indeed, if you go
to the Web site of many of the big
unions — not to mention the
many religious organizations
that have taken to shareholder
activism — you’ll see manifes-
toes decrying the enormous
C.E.O. pay packages that are par
for the course today. Many of
them are especially mournful of
the growing gap between the pay
of the chief executive and that of
the average employees. When
the big unions target underper-
forming C.E.O.’s each year, they
are doing so mainly because it is
the easiest way to generate out-
rage over the fact that all chief
executives are paid so much.

I’ve long been a member of the
“chief executives make too

much” school. I think executive
compensation is a socially corro-
sive issue, especially when the
middle class is struggling. I think
it creates morale problems when
the C.E.O. makes so much more
than even other top executives.
But what offends me most is a
somewhat different issue: that
the market for executive com-
pensation is so clearly rigged.
Chief executives sit on one an-
other’s boards, so they have an
incentive to take care of one an-
other. Directors are predisposed

to want to make the chief execu-
tive happy since, after all, he or
she is the one who picked them
for the board. Far too often, a
chief executive’s pay isn’t a re-
sult of an arms-length negotia-
tion, but a result of a kind of a
corporate buddy system.

Mr. Kay, of course, insists that
there is a real market for C.E.O.
pay — rather than the rigged
market I just described — though
he does grant that “C.E.O.’s have
relative power compared to their
boards.” He can cite statistic af-
ter statistic, using such measures
as “realizable long-term incen-
tive pay,” showing that high-per-
forming chief executives put
more money in their pockets than
those whose companies do poor-
ly. 

But what struck me in speak-
ing to him was the way in which
he himself seemed to acknowl-
edge that, at long last, the game
itself was becoming at least a lit-
tle less rigged. The constant
clamor by institutional investors
has had an effect on boards, he
said. What’s more, “boards are
starting to play hardball on sev-
erance, pensions and perqui-
sites.” He added, “It is a strategic
shift in the labor market, because
these goodies used to come with
the package.”

Indeed, he told me he had be-
gun recommending to boards

that the severance packages for
chief executives, which have
been such a source of contro-
versy, be pared back, especially
for chief executives who have
been on the job for a while and
have reaped considerable com-
pensation rewards. Two compa-
nies, he added, had agreed to do
so — though he declined to identi-
fy them. (They’re clients after
all.) A few days after he spoke to
me, Mr. Kay spoke at a confer-
ence run by Jesse M. Brill, one of
the loudest executive compensa-
tion critics and publisher of Com-
pensationStandards.com. When I
spoke to Mr. Brill the day before
the conference, he was practical-
ly beside himself with excitement
— Mr. Kay, he told me, was going
to publicly denounce outsize, and
unnecessary, severance pack-
ages. “It’s a very big deal,” he
said.

And it could be — if it leads oth-
er compensation consultants to
follow his lead, and boards to be-
gin rethinking big severance
packages for C.E.O.’s who have
either failed to perform or have
been in the job so long they have
already reaped tremendous re-
wards. But it’s also just a start.
What we really need is confi-
dence that boards are finally
treating the shareholders’ money
as if it were their own — and ne-
gotiating as fiercely as, say, Theo
Epstein of the Boston Red Sox
negotiates with Scott Boras, the
famous player’s agent. Which
leads to one last thought exer-
cise. Baseball players also make
outsize salaries, as do actors and
rock stars. You could easily make
the argument that their pay is
also socially corrosive — part of
the growing gap between rich
and poor — and even unfair giv-
en how little teachers make by
comparison. But even many of
the same people who think
C.E.O.’s are paid too much don’t
take the same position about
these other highly paid profes-
sions. 

Why not? The reason, I’m con-
vinced, is that we feel confident
that they are being paid what the
market says they’re worth. Their
compensation has been set by a
real market, not a rigged one.
And markets, in the end, aren’t
moral or immoral. They just are.
We accept their judgment.

I asked Lucian Bebchuk, the
big compensation critic at Har-
vard, what would happen if
C.E.O. pay was finally subjected
to real market forces. My worry
is that it has risen so high in the
rigged market that it would nev-
er come down, even in a real one.
Professor Bebchuk disagreed.
“We cannot predict the true mar-
ket level because we have not
had a well functioning market,”
he said. “But markets do adjust.
If the true market level were sig-
nificantly below the current level,
then compensation would go
down. It wouldn’t happen over-
night, but it would happen.”

And if it didn’t come down? If it
turned out that in a real market
for C.E.O. pay, their compensa-
tion remained in the strato-
sphere? I might not like it, but I
could live with it.

Could you?

What if C.E.O. Pay Is Really Fair?
From First Business Page

Rigged? There is no
guarantee that the
‘real’ market would
yield lower pay.

TYLER HICKS/THE NEW YORK TIMES

Ira T. Kay, a champion of high
chief executive compensation.

said that approximately 20 to 30
companies involved in remics
were under scrutiny, he declined
to give their names, citing tax-
payer confidentiality rules. 

Mr. Schott said that the scru-
tiny, which was first reported
yesterday in Tax Analysts, a
prominent trade publication, was
not related to the recent turmoil
in the mortgage markets. The is-
suance of mortgage-backed secu-
rities has been all but frozen be-
cause of those problems, and
large banks and hedge funds
have taken big losses on invest-
ments in the securities. 

A remic is typically a tax-free
trust set up to issue and sell pools
of existing mortgages, both resi-
dential and commercial, to in-
vestors. 

A trust is set up by a bank or
other company — called a spon-
sor — which sells or transfers
mortgage pools to the trust. That
move is taxable to the sponsors.

They then use the remic to
carve those pools into slices,
bearing varying degrees of risk,
for sale to institutional investors
— typically other banks, hedge
funds, insurance companies and
pension funds.

The investors who buy the
slices pay taxes on their invest-
ments. Often the sponsors them-
selves retain a slice of the mort-

gage pools in the remic.
First created in the 1980s, rem-

ics have ballooned in popularity
in recent years, and now account
for an estimated 50 to 70 percent
of the multitrillion-dollar market
for asset-backed securities.

Securitization has allowed
home lenders over the last dec-
ade to vastly increase the amount
of money available for home
loans, by moving existing loans
off their balance sheets and free-

ing up cash. The market for mort-
gage-backed securities now ex-
ceeds that for United States
Treasury bills, one of the world’s
largest markets.

Remics are a crucial compo-
nent of that process. Their profits
or losses flow through to the in-
vestors who buy the mortgage
pool slices, and are taxable to
those investors. Remics, which
are themselves tax-free, thus al-
low investors and sponsors to
avoid double taxation.

Remics that violate the tax
code, however, can lose their tax-

free status, potentially causing
either their sponsors or their in-
vestors to face a big tax bill.

Mr. Schott said that the I.R.S.
was looking at whether sponsors
of remics were deliberately
underreporting the income they
earned from regular and residual
interest on securitized mortgages
sold through remics.

The sponsors typically set the
value of the interest according to
complex calculations involving
when and how borrowers are
likely to pay off their mortgages.

The inquiry stemmed from
some of those interest calcula-
tions, which the I.R.S. believed
estimated the interest to be paid
over time incorrectly.

Any underreporting could also
affect the buyers of the mortgage
slices, because they could unwit-
tingly be paying too little tax on
their investments.

“If there is general noncompli-
ance, it’s going to cut across all of
those pockets,” Mr. Schott said.

A spokesman for Freddie Mac,
which has issued tens of billions
of securities through the remics
that it sponsors, said yesterday
only that “our remic program is a
key component of our securitiza-
tion business here.” 

Fannie Mae, one of the largest
issuers of mortgage-backed secu-
rities and users of remics, did not
have a comment on the investiga-
tion.
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INVESTMENT GRADE

FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4007 2730 1035 242
Advances 1762 1188 474 100
Declines 1773 1206 439 128
Unchanged 127 51 70 6
52 Week High 144 99 23 22
52 Week Low 85 68 14 3
Dollar Volume *     13,929 8,384 4,139 1,406

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Vodafone Airtouch Plc (VOD.GI) 7.750 Feb ‘10 Baa1 A– A– 105.871 105.196 105.871 0.179 5.040
Household Finance (HI.KJ) 6.400 Jun ‘08 Aa3 AA– AA– 101.048 99.879 100.779 0.377 5.182
Jpmorgan Chase Capital Xxv (JPM.JBJ) 6.800 Oct ‘37 –– A –– 101.643 101.058 101.551 0.561 6.679
NCNB (BAC.QR) 9.375 Sep ‘09 Aa2 AA– AA– 107.624 107.150 107.556 –0.110 5.167
General Electric Capital  (GE.HDM) 5.625 Sep ‘17 Aaa –– –– 102.292 99.831 100.166 –0.413 5.603
Exelon Generation Co (EXC.JU) 6.200 Oct ‘17 A3 BBB+ BBB+ 100.740 100.341 100.681 0.103 6.107
Kroger Co (KR.JV) 6.400 Aug ‘17 Baa2 BBB– BBB 103.535 102.964 103.535 0.555 5.919
Reynolds American (RAI.GP) 6.750 Jun ‘17 Ba1 BBB BBB– 102.794 102.274 102.274 –1.159 6.429
HSBC Hlds Plc (HBC.GCP) 6.500 Sep ‘37 Aa3 A+ AA– 104.009 100.083 101.209 0.876 6.408
Lehman Brothers Hlds (LEH.HEQ) 6.875 Jul ‘37 A2 A A+ 102.599 100.760 102.599 –0.143 6.672

HIGH YIELD

General Motors Nova Scotia Fiance (GM.GN) 6.850 Oct ‘08 Caa1 B– B– 100.750 99.000 99.625 0.125 7.247
General Motors (GM.HB) 8.375 Jul ‘33 Caa1 B– B– 94.000 90.000 92.750 0.500 9.107
Ford Motor Credit (F.IB) 5.800 Jan ‘09 B1 B BB– 99.500 96.000 97.250 0.240 8.172
TXU  (TXU.KO) 6.550 Nov ‘34 Caa1 CCC BB+ 77.250 77.000 77.000 –0.500 8.789
General Motors Accpt. (GMA.HC) 7.250 Mar ‘11 Ba1 BB+ BB+ 99.200 96.500 98.530 –0.720 7.749
General Motors Accpt. (GMA.IMW) 6.750 Dec ‘14 Ba1 BB+ BB+ 94.736 91.003 92.500 –0.500 8.157
Windstream  (WNDS.GD) 8.625 Aug ‘16 Ba3 BB– BB+ 108.750 108.125 108.375 –0.375 7.040
General Motors Accpt. (GMA.GY) 7.750 Jan ‘10 Ba1 BB+ BB+ 101.500 97.800 98.750 –0.375 8.360
Philippine Long Distance Telephone (PHI.GG) 8.350 Mar ‘17 Ba2 BB+ BB+ 110.875 107.500 109.000 8.000 7.023
Continental Airlines Pass Through Trusts (CAL.GJ) 7.461 Oct ‘14 Ba3 B– –– 98.625 93.500 98.625 

CONVERTIBLES

Teva Pharmaceutical Industries (TEVA.GH) 0.250 Feb ‘24 –– BBB –– 132.418 131.050 131.600 0.100 –11.432
Archer-Daniels-Midland Co (ADM.GR) 0.875 Feb ‘14 –– A –– 99.875 99.017 99.210 –0.165 1.004
NII Hlds (NIHD.GH) 3.125 Jun ‘12 –– –– –– 98.875 96.862 98.875 1.780 3.387
King Pharmaceuticals (KG.GE) 1.250 Apr ‘26 –– –– –– 82.062 81.803 81.991 –0.129 2.471
Medicis Pharmaceutical (MRX.GC) 1.500 Jun ‘33 –– –– –– 98.563 98.070 98.070 –0.562 4.589
Symantec  (SYMC.GF) 1.000 Jun ‘13 –– –– –– 122.825 121.543 121.938 0.105 –2.575
Sandisk  (SNDK.GC) 1.000 May ‘13 –– BB– –– 90.250 87.500 88.875 –2.500 3.193
Amazon.Com (AMZN.GC) 4.750 Feb ‘09 Ba3 B+ –– 121.686 119.000 121.640 1.140 –10.274
Linear Technology  (LLTC.GC) 3.000 May ‘27 –– –– –– 97.809 97.438 97.809 0.184 3.151
EMC  (EMC.GF) 1.750 Dec ‘13 –– BBB+ –– 156.268 152.291 154.711 1.280 –5.614

ASIA/PACIFIC
Australia (Dollar) .9031 .9039 1.1072 1.1064
China (Yuan) .1331 .1332 7.5115 7.5070
Hong Kong (Dollar) .1289 .1290 7.7559 7.7545
India (Rupee) .0255 .0256 39.170 39.105
Indonesia (Rupiah) .000110 .000110 9090.91 9090.91
Japan (Yen) .008506 .008529 117.56 117.25
Malaysia (Ringgit) .2967 .2972 3.3700 3.3645
New Zealand (Dollar) .7752 .7719 1.2900 1.2954
Pakistan (Rupee) .0165 .0165 60.64 60.68
Philippines (Peso) .0225 .0225 44.37 44.37

EUROPE
Britain (Pound) 2.0343 2.0337 .4916 .4917
Czech Rep (Koruna) .0515 .0517 19.42 19.34
Denmark (Krone) .1902 .1908 5.2562 5.2407
Europe (Euro) 1.4176 1.4217 .7054 .7034
Hungary (Forint) .0057 .0057 176.46 175.28
Norway (Krone) .1848 .1860 5.4125 5.3755
Poland (Zloty) .3809 .3818 2.63 2.62
Russia (Ruble) .0401 .0402 24.9190 24.8905
Slovak Rep (Koruna) .0422 .0424 23.72 23.59
Sweden (Krona) .1557 .1559 6.4229 6.4138
Switzerland (Franc) .8440 .8464 1.1848 1.1814
Turkey (Lira) .8377 .8389 1.1938 1.1920

Canada (Dollar) 1.0271 1.0244 .9736 .9762
Dominican Rep (Peso) .0298 .0298 33.55 33.55
Mexico (Peso) .092548 .092395 10.8052 10.8231

Bahrain (Dinar) 2.6532 2.6525 .3769 .3770
Egypt (Pound) .1802 .1802 5.5497 5.5497
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2478 .2494 4.0359 4.0100
Jordan (Dinar) 1.4134 1.4134 .7075 .7075
Kenya (Shilling) .0150 .0150 66.60 66.65
Kuwait (Dinar) 3.5660 3.5682 .2804 .2802
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2673 .2673 3.7408 3.7408
So. Africa (Rand) .1482 .1487 6.7482 6.7254
U.A.E. (Dirham) .2723 .2723 3.6723 3.6723

MIDDLE EAST/AFRICA

Singapore (Dollar) .6836 .6835 1.4628 1.4630
So. Korea (Won) .001089 .001090 918.27 917.43
Taiwan (Dollar) .0306 .0306 32.69 32.68
Thailand (Baht) .03180 .03180 31.45 31.45
Vietnam (Dong) .000062 .000062 16129 16129

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3168 .3171 3.1570 3.1540
Bolivia (Boliviano) .1307 .1303 7.6496 7.6742
Brazil (Real) .5548 .5551 1.8025 1.8015
Chile (Peso) .002015 .002021 496.28 494.80
Colombia (Peso) .000504 .000510 1982.50 1962.50
Paraguay (Guarani) .000204 .000203 4901.96 4926.11
Peru (New Sol) .3284 .3295 3.045 3.035
Uruguay (New Peso) .0451 .0451 22.1499 22.1499
Venezuela (Bolivar) .000466 .000466 2145.92 2145.92

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 68.80 51.60 Dec 07 63.20 64.60 62.85 63.87 + .14 138,948
Lumber CME $/1,000 bd. ft. 273.8 259.0 Jan 08 261.0 261.1 256.7 256.9 ◊ 3.4 4,466

Cocoa NYBOT $/ton 2164 1347 Dec 07 1855 1855 1815 1838 ◊ 17 58,472
Coffee NYBOT ¢/lb 141.00 110.00 Dec 07 137.80 140.80 136.20 139.30 + 1.05 104,569
Sugar-World NYBOT ¢/lb 17.85 9.22 Mar 08 9.80 9.92 9.73 9.80 ◊ .01 411,905
Sugar-Domestic NYBOT ¢/lb 21.40 18.75 Jan 08 20.40 20.41 20.40 20.41 ◊ .02 3,863
Orange Juice NYBOT ¢/lb 187.50 111.65 Jan 08 135.00 149.95 135.00 143.60 + 7.05 13,923

Live Cattle CME ¢/lb 101.45 85.50 Dec 07 97.92 97.92 96.90 97.22 ◊ .55 121,813
Feeder Cattle CME ¢/lb 115.50 111.85 Jan 08 114.77 114.77 112.00 113.90 ◊ .82 10,169
Hogs-Lean CME ¢/lb 74.70 58.40 Dec 07 60.75 61.55 58.10 58.27 ◊ 2.25 94,762
Pork Bellies CME ¢/lb 91.00 84.85 Feb 08 86.40 88.25 84.82 85.70 ◊ 1.47 1,054

Corn CBT ¢/bushel 431} 281è Dec 07 353ø 358 340} 351 + 7ü 578,474
Soybeans CBT ¢/bushel 1017} 599 Nov 07 979} 993ü 973ü 976} ◊ 4} 177,061
Soybean Meal CBT $/ton 293.00 172.00 Dec 07 279.30 283.60 275.90 278.90 + .80 96,309
Soybean Oil CBT ¢/lb 40.59 25.83 Dec 07 39.74 40.37 39.50 39.53 ◊ .44 124,794
Wheat CBT ¢/bushel 961} 434ø Dec 07 863ü 890 853 857ø ◊ 25ø 211,407
Winter Wheat KC ¢/bushel 950ø 456 Dec 07 875 876 857 867} ◊ 18ü 78,015
Oats CBT ¢/bushel 295 199 Dec 07 274} 278ø 273 277 + 2ü 11,208
Rough Rice CBT $/CWT 11.800 10.020 Nov 07 11.700 11.780 11.580 11.640 ◊ .080 8,645

METALS AND ENERGY
Gold CMX $/troy oz. 808.00 477.00 Dec 07 754.40 757.60 750.00 753.80 ◊ 2.90 314,544
Silver CMX ¢/troy oz. 1530.0 754.0 Dec 07 1390.0 1399.5 1379.5 1390.3 ◊ 8.2 80,796
Platinum NYM $/troy oz. 1425.30 1155.00 Jan 08 1413.50 1424.90 1402.50 1414.20 ◊ 6.20 14,704
Palladium NYM $/oz. 398.95 320.00 Dec 07 378.00 385.50 376.10 379.50 ◊ 6.45 13,143
Hi Grade Copper CMX ¢/lb 378.00 238.00 Dec 07 365.30 369.30 363.05 365.25 ◊ 1.65 62,069

Light Sweet Crude NYM $/bbl. 83.01 50.05 Dec 07 82.82 83.01 81.79 82.74 + .48 371,702
Gas Blend NYM  2.1224 1.6766 Nov 07 2.0875 2.1005 2.0478 2.0851 + .0185 59,741
Heating Oil NYM ¢/gal 233.50 167.30 Dec 07 227.50 228.18 225.15 226.69 + .11 75,964
Natural Gas NYM $/mm btu 11.900 7.480 Jan 08 8.040 8.070 7.945 8.046 + .005 80,502

Jan 08 — — 4.09 4.08 + 0.08 4.19
Apr 08 — — 4.14 4.13 + 0.02 4.29

Apr 12 2 1025.83 98-27 98-28 ◊0-03 2.27
Jul 17 2œ 1004.38 102-10 102-11 ◊0-08 2.35
Jan 27 2Å 1032.23 99-19 99-20 ◊0-19 2.40
Apr 32 3Å 1172.75 119-26 119-27 ◊0-26 2.31

Sep 09 4 — 99.19 99.20 ◊ 0.04 4.20
Sep 12 4ü — 99.09 99.10 ◊ 0.06 4.40
Aug 17 4} — 100.15 100.16 ◊ 0.07 4.68
May 37 5 — 101.15 101.16 ◊ 0.11 4.90

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com

5-YEAR HISTORY

Most Recent Issues

Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1291 .1289 7.7465 7.7599
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0530 .0530 18.87 18.87
Panama (Balboa) 1.00 1.00 1.00 1.00
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15-yr fixed 5.73 5.63
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Mortgages
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$75K line good credit* 7.20 7.12% %
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$75K loan excel. credit* 7.72 7.48

Home Equity
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36-mo. used car 7.43 7.79% %

60-mo. new car 6.92 6.94

Auto Loan Rates
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$10K min. money-mkt 3.94 3.88
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1-year CD 4.68 4.89

2-year CD 4.58 4.80

5-year IRA CD 4.53 4.60
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ONLINE: MORE PRICES AND ANALYSIS

Information on all U.S. stocks, plus bonds, mutual funds, commodities and foreign stocks along with analy-
sis of industry sectors and stock indexes is available online. nytimes.com/business

tion that caught him up short. I
wanted to know whether he be-
lieved that the many critics of ex-
ecutive compensation — all of us
who think there is something fun-
damentally wrong with a system
that allows the C.E.O. to make 400
times what the average worker
makes — were practicing a form
of class warfare? In other words,
is there a moral element to the
debate over C.E.O. pay? Those
were the questions the normally
loquacious Mr. Kay didn’t want to
answer. They are also questions,
I realized, that I’ve been avoiding
as well.

•
Here’s a thought exercise. Sup-

pose we lived in an ideal world,
where the pay-for-performance
system of executive compensa-
tion was a reality, instead of the
mirage it is today. Suppose that
boards of directors actually con-
ducted tough arms-length negoti-
ations with chief executives. And
chief executives had deals that
brought them mega-wealth only
if the company’s profits rose
sharply and the stock price went
up. And that if they failed to in-
crease profits and the stock price,
and got fired, they didn’t get to
line their pockets on their way
out the door. If that were the
case, would you still be outraged
at the staggering sums chief ex-
ecutives make? 

Interesting question, isn’t it?
Among institutional investors
and in the media, the argument
against multimillion-dollar C.E.O.
pay packages is almost always
phrased as a problem with the
pay-for-performance model that
Mr. Kay so stoutly defends. For
instance, the furor that arose last
year over the compensation of
Robert L. Nardelli, the former
chief executive of Home Depot,
was not simply that he made an
outrageous amount of money —
but that Home Depot’s stock
price hadn’t done a thing in the
five years he’d run the company.
His pay didn’t justify his per-
formance. 

But it’s hard to believe that
those leading the charge against
his pay package, starting with
the American Federation of
State, County and Municipal Em-
ployees, weren’t upset mainly by
the fact that Mr. Nardelli had a
$200 million pay package in the
first place — no matter how he
had performed. Indeed, if you go
to the Web site of many of the big
unions — not to mention the
many religious organizations
that have taken to shareholder
activism — you’ll see manifes-
toes decrying the enormous
C.E.O. pay packages that are par
for the course today. Many of
them are especially mournful of
the growing gap between the pay
of the chief executive and that of
the average employees. When
the big unions target underper-
forming C.E.O.’s each year, they
are doing so mainly because it is
the easiest way to generate out-
rage over the fact that all chief
executives are paid so much.

I’ve long been a member of the
“chief executives make too

much” school. I think executive
compensation is a socially corro-
sive issue, especially when the
middle class is struggling. I think
it creates morale problems when
the C.E.O. makes so much more
than even other top executives.
But what offends me most is a
somewhat different issue: that
the market for executive com-
pensation is so clearly rigged.
Chief executives sit on one an-
other’s boards, so they have an
incentive to take care of one an-
other. Directors are predisposed

to want to make the chief execu-
tive happy since, after all, he or
she is the one who picked them
for the board. Far too often, a
chief executive’s pay isn’t a re-
sult of an arms-length negotia-
tion, but a result of a kind of a
corporate buddy system.

Mr. Kay, of course, insists that
there is a real market for C.E.O.
pay — rather than the rigged
market I just described — though
he does grant that “C.E.O.’s have
relative power compared to their
boards.” He can cite statistic af-
ter statistic, using such measures
as “realizable long-term incen-
tive pay,” showing that high-per-
forming chief executives put
more money in their pockets than
those whose companies do poor-
ly. 

But what struck me in speak-
ing to him was the way in which
he himself seemed to acknowl-
edge that, at long last, the game
itself was becoming at least a lit-
tle less rigged. The constant
clamor by institutional investors
has had an effect on boards, he
said. What’s more, “boards are
starting to play hardball on sev-
erance, pensions and perqui-
sites.” He added, “It is a strategic
shift in the labor market, because
these goodies used to come with
the package.”

Indeed, he told me he had be-
gun recommending to boards

that the severance packages for
chief executives, which have
been such a source of contro-
versy, be pared back, especially
for chief executives who have
been on the job for a while and
have reaped considerable com-
pensation rewards. Two compa-
nies, he added, had agreed to do
so — though he declined to identi-
fy them. (They’re clients after
all.) A few days after he spoke to
me, Mr. Kay spoke at a confer-
ence run by Jesse M. Brill, one of
the loudest executive compensa-
tion critics and publisher of Com-
pensationStandards.com. When I
spoke to Mr. Brill the day before
the conference, he was practical-
ly beside himself with excitement
— Mr. Kay, he told me, was going
to publicly denounce outsize, and
unnecessary, severance pack-
ages. “It’s a very big deal,” he
said.

And it could be — if it leads oth-
er compensation consultants to
follow his lead, and boards to be-
gin rethinking big severance
packages for C.E.O.’s who have
either failed to perform or have
been in the job so long they have
already reaped tremendous re-
wards. But it’s also just a start.
What we really need is confi-
dence that boards are finally
treating the shareholders’ money
as if it were their own — and ne-
gotiating as fiercely as, say, Theo
Epstein of the Boston Red Sox
negotiates with Scott Boras, the
famous player’s agent. Which
leads to one last thought exer-
cise. Baseball players also make
outsize salaries, as do actors and
rock stars. You could easily make
the argument that their pay is
also socially corrosive — part of
the growing gap between rich
and poor — and even unfair giv-
en how little teachers make by
comparison. But even many of
the same people who think
C.E.O.’s are paid too much don’t
take the same position about
these other highly paid profes-
sions. 

Why not? The reason, I’m con-
vinced, is that we feel confident
that they are being paid what the
market says they’re worth. Their
compensation has been set by a
real market, not a rigged one.
And markets, in the end, aren’t
moral or immoral. They just are.
We accept their judgment.

I asked Lucian Bebchuk, the
big compensation critic at Har-
vard, what would happen if
C.E.O. pay was finally subjected
to real market forces. My worry
is that it has risen so high in the
rigged market that it would nev-
er come down, even in a real one.
Professor Bebchuk disagreed.
“We cannot predict the true mar-
ket level because we have not
had a well functioning market,”
he said. “But markets do adjust.
If the true market level were sig-
nificantly below the current level,
then compensation would go
down. It wouldn’t happen over-
night, but it would happen.”

And if it didn’t come down? If it
turned out that in a real market
for C.E.O. pay, their compensa-
tion remained in the strato-
sphere? I might not like it, but I
could live with it.

Could you?

What if C.E.O. Pay Is Really Fair?
From First Business Page

Rigged? There is no
guarantee that the
‘real’ market would
yield lower pay.

TYLER HICKS/THE NEW YORK TIMES

Ira T. Kay, a champion of high
chief executive compensation.

said that approximately 20 to 30
companies involved in remics
were under scrutiny, he declined
to give their names, citing tax-
payer confidentiality rules. 

Mr. Schott said that the scru-
tiny, which was first reported
yesterday in Tax Analysts, a
prominent trade publication, was
not related to the recent turmoil
in the mortgage markets. The is-
suance of mortgage-backed secu-
rities has been all but frozen be-
cause of those problems, and
large banks and hedge funds
have taken big losses on invest-
ments in the securities. 

A remic is typically a tax-free
trust set up to issue and sell pools
of existing mortgages, both resi-
dential and commercial, to in-
vestors. 

A trust is set up by a bank or
other company — called a spon-
sor — which sells or transfers
mortgage pools to the trust. That
move is taxable to the sponsors.

They then use the remic to
carve those pools into slices,
bearing varying degrees of risk,
for sale to institutional investors
— typically other banks, hedge
funds, insurance companies and
pension funds.

The investors who buy the
slices pay taxes on their invest-
ments. Often the sponsors them-
selves retain a slice of the mort-

gage pools in the remic.
First created in the 1980s, rem-

ics have ballooned in popularity
in recent years, and now account
for an estimated 50 to 70 percent
of the multitrillion-dollar market
for asset-backed securities.

Securitization has allowed
home lenders over the last dec-
ade to vastly increase the amount
of money available for home
loans, by moving existing loans
off their balance sheets and free-

ing up cash. The market for mort-
gage-backed securities now ex-
ceeds that for United States
Treasury bills, one of the world’s
largest markets.

Remics are a crucial compo-
nent of that process. Their profits
or losses flow through to the in-
vestors who buy the mortgage
pool slices, and are taxable to
those investors. Remics, which
are themselves tax-free, thus al-
low investors and sponsors to
avoid double taxation.

Remics that violate the tax
code, however, can lose their tax-

free status, potentially causing
either their sponsors or their in-
vestors to face a big tax bill.

Mr. Schott said that the I.R.S.
was looking at whether sponsors
of remics were deliberately
underreporting the income they
earned from regular and residual
interest on securitized mortgages
sold through remics.

The sponsors typically set the
value of the interest according to
complex calculations involving
when and how borrowers are
likely to pay off their mortgages.

The inquiry stemmed from
some of those interest calcula-
tions, which the I.R.S. believed
estimated the interest to be paid
over time incorrectly.

Any underreporting could also
affect the buyers of the mortgage
slices, because they could unwit-
tingly be paying too little tax on
their investments.

“If there is general noncompli-
ance, it’s going to cut across all of
those pockets,” Mr. Schott said.

A spokesman for Freddie Mac,
which has issued tens of billions
of securities through the remics
that it sponsors, said yesterday
only that “our remic program is a
key component of our securitiza-
tion business here.” 

Fannie Mae, one of the largest
issuers of mortgage-backed secu-
rities and users of remics, did not
have a comment on the investiga-
tion.

I.R.S. Is ScrutinizingMortgage Securities
From First Business Page

A multitrillion-dollar
market financed by
an arcane system.
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By JANE BIRNBAUM

On Nov. 7, the market price of a troy ounce
of gold bullion briefly touched $845.50, the top
so far in gold’s current eight-year bull market
and a 28-year high in New York trading. The
news made headlines and became a hot topic
on radio talk shows. 

At Lexington Coin, a shop in affluent Lex-
ington, Mass., the number of customers seek-
ing to do business in gold coins spiked, the
owner, Eric Carlson, said. Some customers
were there to lock in profits, selling bullion
coins containing an ounce of gold that they
had bought five years earlier when gold trad-
ed under $350. Some were selling just one
coin, telling Mr. Carlson they needed money
to pay property taxes or car repair bills. 

And some were buying, saying that they

thought gold’s price would continue to climb.
“The ones purchasing 10 coins at a time told
me they were taking the money out of stocks
and bank accounts,” Mr. Carlson said. “A
woman buying three American Eagles told
me she was buying them as a hedge against
the price of her home heating oil shooting up
this winter.”

Gold has a long history of waxing and wan-
ing in allure. At the moment, it holds a partic-
ular attraction, given Americans’ worries
about inflation, the risks in the financial mar-
ket and the falling value of the dollar. 

“People understand gold’s intrinsic value,”
said Katherine M. Porter, an associate pro-
fessor of law and a bankruptcy specialist at
the University of Iowa. “But because it’s
beautiful and they can hold it in their hands,

they may not perceive how volatile, like all
traded commodities, gold is.” 

It closed yesterday at $800.20, down $6.90.
Trading and owning gold have never been

easier, thanks to the Internet.
“There’s been a democratization of gold

ownership and new ways to acquire it,” said
Jon Nadler, a senior analyst for Kitco Inc., a
bullion dealer based in Montreal. (Kitco
makes money when consumers buy or sell
gold, and the profit of its scrap operation is
tied to the price of gold.) 

“While gold coins or bars remain popular,
investors no longer have to worry about stor-
ing their gold when they can buy gold certifi-
cates or digital ounces,” Mr. Nadler said.
“And with exchange-traded funds, the metal 

YOUR MONEY

Gold’s Quirk: It’s Volatile,but Holders Feel Secure 
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Even at its most recent peak, the price of 
gold was well below its inflation-adjusted 
price from early 1980.
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10-yr. Treasury yield 4.10% U 0.09

The euro $1.4655 U 0.0022
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“If I don’t bring the lead paint
industry to its knees in three
years, I will give them my boat.”

So declared Ronald L. Motley
to The Dallas Morning News in

the fall of 1999 — and
why not? In addition
to being the owner of a
very large yacht, Mr.
Motley is also one of
the country’s pre-emi-
nent plaintiffs’ law-

yers, the titular head of the 70-
lawyer firm Motley Rice, based in
Charleston, S.C. 

At the time of that interview,
he was on top of the world. He
had just spearheaded the drive
against the tobacco industry, re-
sulting in a $246 billion settle-
ment with the 50 states. His fees
ran into the hundreds of millions,
if not billions, of dollars. 

“Retire?” he scoffed in that
same interview. “There are too
many corporate crooks out there
manufacturing dangerous prod-
ucts and injuring kids as a re-
sult.” He vowed to use his tobac-
co winnings to go after more bad

guys, like those evildoers popu-
lating the lead paint industry.
And that he has.

In the wake of the Merck-Vioxx
column I wrote a few weeks ago
— in which I took the position
that plaintiffs’ lawyers aren’t al-
ways on the side of the angels — I
was deluged with e-mail mes-
sages from readers who said, in
effect, “Oh yes they are!” 

And up to a point, I would
agree: who can argue with the
billions of dollars the plaintiffs’
bar extracted from the big banks
that enabled Enron? (I can’t help
noting, however, that the lead
lawyer in the Enron lawsuits,
William S. Lerach, will soon be in
prison, having pleaded guilty to a
felony directly related to the way
he used to practice law.)

But for every Enron, there are
cases where lawyers abuse the
legal system. In these cases, liti-
gation can look more like an in-
come- redistribution racket than
a search for justice. So I come for-
ward this morning with a new ex-
ample of litigation run amok. I of-
fer you Mr. Motley’s lead paint
litigation.

Lead is poisonous. We all know
that, though a century ago, we
thought that people needed to
have a lot of lead in their systems
for it to present a health problem.
But now we also know that lead
in the bloodstream, even in small
doses, has the potential to cause
problems in babies. Today, any
child who has more than 10 mi-
crograms per deciliter is consid-
ered to have an elevated blood
lead level — though under these
modern standards, the entire
baby boomer generation had ele-
vated blood lead levels as chil-
dren.

Here’s what else we know. We 
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Paint makers are in
the cross hairs over
lead they once used.

By PETER S. GOODMAN
and MICHAEL M. GRYNBAUM

The nation gained a modest 94,000 jobs
in November, the Labor Department re-
ported yesterday, pulling back consider-
ably from the previous month in the
clearest sign yet that the American econ-
omy was headed for a substantial slow-
down.

But the jobs report, a much-anticipated
indicator of the health of the economy,
also provided some comfort that the Unit-
ed States had not slipped into a recession
and might not be weakening as rapidly as
some experts feared. With business lead-

ers expressing uncertainty about the
prospects for further growth, analysts
said, a better view of the direction of the
economy was not likely to emerge until
next year.

“The expansion is intact, but increas-
ingly frayed,” said Mark Zandi, chief
economist at Moody’s Economy.com. The
job creation numbers are “indicative of a
very fragile economy that will come un-
done unless conditions improve soon.”

The unemployment rate held steady at
4.7 percent for the third consecutive
month, as a survey of households found
strong growth in the number of people

saying they found new jobs last month. 
On Wall Street, markets barely moved

yesterday, absorbing the jobs data with
ambivalence. The employment picture of-
fered assurance that the economy was
not plummeting and might continue to ex-

pand, sustaining corporate profits. But
those very assurances sowed worry that
the Federal Reserve would feel less pres-
sure to ease interest rates aggressively
when it convened on Tuesday.

A number of market participants have
urged a half-point cut in the Fed’s key
throttle control over the banking system,
currently at 4.5 percent, but a stronger
job market may make a quarter-point cut
in the federal funds rate more likely.

Central bankers have signaled that
they intend to try to avert a recession
with looser credit, but remain wary of 

Slowing Growth in Jobs Seen as Ominous Sign for Economy

Continued on Page 4

An expansion continues,
but economists say it’s
looking increasingly fragile.

By JENNY ANDERSON

What began with an undercov-
er F.B.I. agent’s posing as a cor-
rupt hedge fund manager led to
the indictments of six people yes-
terday on charges of fraud in the
shadowy world of penny stocks,
federal prosecutors said.

A year-long investigation code-
named Missed Information un-
covered five separate stock
schemes, according to the United
States attorney’s office for the
Southern District of Florida. 

In each case, the undercover
agent posed as a hedge fund
manager at Fillmore Capital, a
fake firm created by the F.B.I. in
Palm Beach.

The unidentified agent got
word out to the penny stock com-
munity that he was willing to buy
stocks in struggling companies in
return for bribes. Prosecutors
said he accepted kickbacks from
company insiders and stock pro-
moters for buying stocks, some
through an online brokerage ac-
count, to pump up prices.

The case was brought in con-
junction with the Securities and
Exchange Commission, which
brought civil charges against
seven defendants; six defendants
were indicted by the United
States attorney on criminal
charges in the case, the S.E.C.
said. 

The charges exposed a murky
underworld of penny stocks, a
longtime staple of boiler rooms
running illegal pump-and-dump
schemes. Such shares trade over
the counter, rather than on an ex-
change.

In each of the cases, company
insiders or stock promoters tried
to build support for their share
prices by making a deal with the
undercover hedge fund manager
to buy large stakes of shares. In
return, the insiders would pay
the hedge fund manager a kick-
back, usually 25 to 35 percent of
the total purchase price, the pros-
ecutors said. 

In each instance, the agent in-
sisted he had to hide the trans-
action from his hedge fund cli-
ents — because of a “fiduciary
obligation” to them, leading the
parties to execute a fake consult-
ing agreement with a fake com-
pany, Global Connect Services. 

Continued on Page 2

6 Indicted 
Over Plots
To Pump Up
Share Prices

scribers online — up about 60 percent in
the last 18 months — which experts say
may be the largest number in the in-
dustry.

Very few big publications have tried
charging Web readers, and almost all of
them have had second thoughts. The
Wall Street Journal has most of its con-
tent behind a pay barrier, but its owner-
to-be, the News Corporation, is reconsid-
ering that policy. The New York Times
and The Los Angeles Times tried charg-
ing for some online content, then aban-
doned the practice.

For a decade, however, Consumer Re-

By RICHARD PÉREZ-PEÑA

YONKERS — It makes no sense for
publications to charge readers on the
Web — at least, that’s the conventional
wisdom. But conventional wisdom does
not carry much weight at Consumer Re-
ports, that detailed guide to buying ev-
erything from prescription drugs to pick-
up trucks. 

Consumer Reports, a monthly, refuses
to publish ads, which are the primary
source of revenue for most magazines,
yet it makes a healthy profit. And it not
only charges for access to most of its
Web site, it has three million paying sub-

ports has charged Internet readers the
same price as print subscribers, current-
ly $26 a year (or $5.99 for a month’s
online access or $45 a year to get the
magazine both in print and on the Web).
While the rest of the industry sees print
readers as more valuable — because ad-
vertisers do — Consumer Reports actu-

PHOTOGRAPHS BY JOYCE DOPKEEN/THE NEW YORK TIMES
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Success Without Ads 
Consumer Reports Thrives on Subscriptions Only, Even on the Web

About 150 people at Consumer Re-
ports do the testing. Top, Jim Lange-
hennig checked cellphone headsets.
Below, Caroline Somera tested TVs.
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“The fundamental fact is that peo-
ple love television,” said Ralph J.
Roberts a few weeks ago. “And if you
can provide them with more televi-
sion, they love it even more.”

It was a stifling
Wednesday afternoon in
Philadelphia, but sitting at
his desk in a downtown
high-rise, Mr. Roberts
was decked out the way
businessmen used to

dress, back when the executive suite
was still a formal place, with a white
handkerchief peeking out of the front
pocket of an elegant suit. At 87, Mr.
Roberts still has a full head of white
hair, combed back in a way that re-
minded me of Paul Drake, the rakish
sidekick in the old “Perry Mason’’
show.

Some 47 years ago, Ralph Roberts
founded Comcast. He was a middle-
aged man who had recently aban-
doned the belt and suspender busi-
ness, and was looking for something
new. He found it in a tiny company in
Tupelo, Miss., which was erecting a
giant antenna to provide the local cit-
izenry with signals from the televi-
sion stations in Memphis, 90 miles
away. 

At that moment, Mr. Roberts be-
came a cable pioneer. Along with
Ted Turner, John Malone, Charles
Dolan of Cablevision, John Rigas of
Adelphia and a handful of others, he

was one of the men who built the ca-
ble industry, pulling off one of the
more unheralded achievements in
modern business: getting people to
pay for something they had always
assumed would be free. 

Today, most of the cable pioneers
have sold out or retired, or, in the sad
case of Mr. Rigas, gone to jail. But in
his understated Philadelphia way,
Mr. Roberts turned out to have more
ambition than the lot of them, and lo
these many years later, his company
is the biggest cable provider in the
country. It serves around 25 million
subscribers, employs 90,000 people
and will generate an estimated $31
billion in 2007 revenue.

Except that it isn’t his company
anymore. Not really. While Mr. Rob-
erts remains a Comcast director,
Comcast is his son’s company now.
And therein lies a story that is pretty
unusual in corporate America. And
pretty instructive, too.

T
HINK for a minute about the
generational sagas you usu-
ally read about in the busi-
ness pages. Rupert Mur-

doch’s son Lachlan decides he can no
longer work for his father, so he quits
his job as the publisher of The New
York Post. Charles Dolan and his son
James, who control Cablevision, al-
ways seem to be fussing and feuding
about something. Sumner Red-
stone’s daughter Shari has long been
viewed as his heir apparent. But her
octogenarian father can’t bring him-
self to let go of his companies, and he
has a deep need to show the world
who’s boss. Just last fall he publicly
criticized his daughter — even as he
was being sued by his son Brent.
Geesh. 

It’s never been like that with
Ralph Roberts and his son Brian,
who became Comcast’s president in
1990 at the age of 31, and has been
chairman and chief executive since
2004. “Theirs is a relationship of love
and mutual respect,” said David Cal-
houn, a former Pennsylvania politico
who joined the company five years
ago as executive vice president.
“They are incredibly close.” 

Brian Roberts knew he wanted to 
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Tim Shaffer for The New York Times

Brian Roberts, left, and his father,
Ralph Roberts, of Comcast.
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By MICHELINE MAYNARD
DETROIT, July 6 — The United

Automobile Workers union has
cracked open the door a little wider
to the kind of innovative deal on re-
tiree health care benefits that De-
troit auto companies would like to
see.

It also appears to have softened its
stance on dealing with private equity
firms, which could be good news for
Cerberus Capital Partners as it pre-
pares to complete its purchase of the
Chrysler Group.

The two steps came Friday, when
the U.A.W. and the United Steelwork-
ers union reached four-year agree-
ments with the Dana Corporation,
one of the nation’s biggest auto parts
companies, which is operating under
bankruptcy protection.

Those deals help position Dana to
reorganize — and give a glimpse of
the kind of steps the U.A.W. is willing
to consider, at least in the case of
companies in dire straits.

Dana will shift its liability for re-
tiree health care and long-term dis-
ability coverage for other workers to
a trust, called a Voluntary Employee
Benefit Association or V.E.B.A.,
moving the obligation off its books. 

It will contribute about $700 mil-
lion in cash and, once it reorganizes,
$80 million in stock to the trust,
which will be administered by the
unions.

The agreement is similar to one
reached by the Steelworkers at
Goodyear Tire and Rubber Compa-
ny, which set up a trust fund this
year for retiree health care liabil-
ities. Goodyear is investing about $1
billion in stock and cash.

The U.A.W. has agreed to such ar-
rangements in the past to take over
part of retiree health care obliga-
tions, particularly at Navistar,
where it reached a deal in 1992.
There are also partial health care
trusts at General Motors and the 

U.A.W. Pact
With Dana
Suggests 
Softer Stance
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By JEREMY W. PETERS

The job market looked much like
the economy as a whole last month:
subdued but strong enough.

The Labor Department said yes-
terday that employers added 132,000
new jobs to their payrolls in June,
maintaining the recent pace of mod-
erate employment growth.

If the June report is any indication,
economists said, the labor market
should continue on a similar path for
the rest of the year.

The Labor Department also re-
ported yesterday that the national
unemployment rate was unchanged
at 4.5 percent for the third consec-
utive month. The employment-pop-
ulation ratio, meanwhile, rose a tenth
of a percentage point, to 63.1 percent.
The figure describes the ratio of em-
ployed people to the working-age
population; a rising number indi-
cates a rising rate of job creation.

Amid its signs of strength, howev-
er, the job market showed several
pockets of weakness. Hiring, for ex-
ample, was concentrated in just a
handful of sectors.

New jobs in education and health
services, leisure and hospitality, and
government totaled 138,000. Other
businesses — in manufacturing, fi-
nance and retailing — either experi-
enced little hiring or cut jobs last
month.

“It’s not as though we’re seeing
steady and broad-based job growth,”
said Richard F. Moody, chief econo-
mist for Mission Residential, a real
estate investment firm in Austin,
Tex. “It’s been fairly concentrated in
a relatively small number of indus-
tries.”

As the economy slowed consider-
ably from the end of 2006 through the
first quarter of this year, it seemed
likely that the malaise would eventu-
ally spread to the job market. But 

Jobs Report
Finds Growth
Still Moderate
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By JEREMY W. PETERS

Snack food companies are placing big-
ger bets on smaller packages. 

In just three years, sales of 100-calorie
packs of crackers, chips, cookies and can-
dy have passed the $20-million-a-year
mark, making them a breakout hit on par
with the SnackWells low-fat fad of the
1990’s. 

But food companies are cramming
store shelves with even more offerings,
and new ones are on the way. Frito-Lay
has started selling 100-calorie servings of
beef jerky. Pepperidge Farm said it was
developing several more 100-calorie vari-
ations of Goldfish and cookies, after roll-
ing out three new ones a couple of weeks

ago. In time for back-to-school, Hershey
said it would offer 100-calorie bags of
Twizzlers, and Nabisco will sell two new
cookies, Alpha-Bits and Animals Choco
Crackers, in 100-calorie packs.

Michael Simon, vice president for
snacks at Pepperidge Farm, a unit of
Campbell Soup, predicts that the market
for these pint-size packages could easily
double because of their simple appeal:
they help consumers eat less without hav-
ing to count calories themselves.

The growing popularity of these snack
packs — sales grew nearly 30 percent last
year — may also be another sign that
some consumers have had their fill of su-
persize food. Just last month, T.G.I. Fri-
day’s, one of the country’s largest restau-

rant chains, said that a new menu option
with smaller servings called Right Por-
tion, Right Price had helped increase
business at its restaurants, at a time
when similar chains are losing custom-
ers.

As a business concept, the idea is sim-
ple. Take an existing product, portion
smaller amounts of it into single-serving
bags, and sell several of the bags for
about the same or more as a regular-size
package. 

Consumers do not seem to mind paying
more even though they are getting fewer
Goldfish. 

“It’s the smaller bite sizes that res-
onate with people,” said Michelle Barry, a
vice president of the Hartman Group, a
food market research firm based in Belle-
vue, Wash. “I don’t think we see a lot of
small sizes in this country. Everything 

Fewer Bites.
Fewer Calories.
Lot More Profit.

Snacks in Small Single-Serving Packs
Aren’t Economical, but People Buy Them
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The Cost of Counting Calories

$1.99$5.26Snack food makers like 100-calorie packs because they can charge more per 
ounce of food. For example, a big 6.6-ounce bag of Goldfish costs $1.99, but 
a box of five 100-calorie packs sells for $2.99. It would take 8.8 smaller bags 
of Goldfish to equal the amount of food in the less expensive, larger bag. 
In effect, consumers are paying $5.26 for the same amount.

6.6 oz0.75 oz each
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By DAVID BARBOZA

SHANGHAI, July 6 — China made new public
displays on Friday of its efforts to crack down
on defective products, sentencing a former top
drug safety official to death and disclosing an
investigation into cellphone batteries after one
reportedly exploded, killing a man when it
pierced his heart.

The country, facing mounting international
concerns about the quality and safety of goods
made in China, has taken several well-pub-
licized steps in recent months to show its de-
termination to curb the production and export
of unsafe or fraudulent products. It remains un-
clear, however, whether those steps will result
in significant improvements in quality. Still, be-
cause its economic growth has been fueled in
large part by exports, China has a strong incen-
tive to make changes.

In southern Guangdong Province, one of the
world’s biggest electronics manufacturing and
exporting centers, Chinese regulators said that
they had found batteries in Motorola and Nokia
mobile phones that failed safety tests and were
prone to explode under certain conditions.

Motorola and Nokia — two of the world’s big-
gest mobile phone makers — denied the batter-

ies were theirs, suggesting they were counter-
feit.

The batteries had labels that said they were
manufactured by Motorola and the Beijing op-
eration of Sanyo of Japan. Also on Friday, the
state-run news media said that a former high-
ranking official at the top food and drug watch-
dog agency in China had been sentenced to
death for corruption and approving counterfeit
drugs.

The former official, Cao Wenzhuang, was in
charge of drug registration approvals at the
state Food and Drug Administration until 2005.
He was accused of accepting more than $300,000
in bribes from two drug companies and helping
to undermine the public’s confidence.

Mr. Cao’s sentence was handed down by the
No. 1 Intermediate Court in Beijing less than
two months after the same court sentenced Agence France-Presse — Getty Images

China is taking action against the drug industry. A
pharmacist checks stocks at a hospital in Hefei.

China Steps Up Its Safety Efforts 
Charged With Corruption,

Ex-Regulator of Drugs
Is Sentenced to Death 

Continued on Page 4

Nxxx,2007-07-07,C,001,Bs-BK,E2C M Y K

By JANE BIRNBAUM

On Nov. 7, the market price of a troy ounce
of gold bullion briefly touched $845.50, the top
so far in gold’s current eight-year bull market
and a 28-year high in New York trading. The
news made headlines and became a hot topic
on radio talk shows. 

At Lexington Coin, a shop in affluent Lex-
ington, Mass., the number of customers seek-
ing to do business in gold coins spiked, the
owner, Eric Carlson, said. Some customers
were there to lock in profits, selling bullion
coins containing an ounce of gold that they
had bought five years earlier when gold trad-
ed under $350. Some were selling just one
coin, telling Mr. Carlson they needed money
to pay property taxes or car repair bills. 

And some were buying, saying that they

thought gold’s price would continue to climb.
“The ones purchasing 10 coins at a time told
me they were taking the money out of stocks
and bank accounts,” Mr. Carlson said. “A
woman buying three American Eagles told
me she was buying them as a hedge against
the price of her home heating oil shooting up
this winter.”

Gold has a long history of waxing and wan-
ing in allure. At the moment, it holds a partic-
ular attraction, given Americans’ worries
about inflation, the risks in the financial mar-
ket and the falling value of the dollar. 

“People understand gold’s intrinsic value,”
said Katherine M. Porter, an associate pro-
fessor of law and a bankruptcy specialist at
the University of Iowa. “But because it’s
beautiful and they can hold it in their hands,

they may not perceive how volatile, like all
traded commodities, gold is.” 

It closed yesterday at $800.20, down $6.90.
Trading and owning gold have never been

easier, thanks to the Internet.
“There’s been a democratization of gold

ownership and new ways to acquire it,” said
Jon Nadler, a senior analyst for Kitco Inc., a
bullion dealer based in Montreal. (Kitco
makes money when consumers buy or sell
gold, and the profit of its scrap operation is
tied to the price of gold.) 

“While gold coins or bars remain popular,
investors no longer have to worry about stor-
ing their gold when they can buy gold certifi-
cates or digital ounces,” Mr. Nadler said.
“And with exchange-traded funds, the metal 
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Even at its most recent peak, the price of 
gold was well below its inflation-adjusted 
price from early 1980.

NOMINAL GOLD PRICE

GOLD PRICE, ADJUSTED FOR INFLATION

JAN. 18, 1980  $2,210 an ounce, adjusted for inflation

WEEKLY CLOSING PRICES

S.& P. 500 1,504.66 D 2.68

Dow industrials 13,625.58 U 5.69

Nasdaq composite 2,706.16 D 2.87

10-yr. Treasury yield 4.10% U 0.09

The euro $1.4655 U 0.0022
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“If I don’t bring the lead paint
industry to its knees in three
years, I will give them my boat.”

So declared Ronald L. Motley
to The Dallas Morning News in

the fall of 1999 — and
why not? In addition
to being the owner of a
very large yacht, Mr.
Motley is also one of
the country’s pre-emi-
nent plaintiffs’ law-

yers, the titular head of the 70-
lawyer firm Motley Rice, based in
Charleston, S.C. 

At the time of that interview,
he was on top of the world. He
had just spearheaded the drive
against the tobacco industry, re-
sulting in a $246 billion settle-
ment with the 50 states. His fees
ran into the hundreds of millions,
if not billions, of dollars. 

“Retire?” he scoffed in that
same interview. “There are too
many corporate crooks out there
manufacturing dangerous prod-
ucts and injuring kids as a re-
sult.” He vowed to use his tobac-
co winnings to go after more bad

guys, like those evildoers popu-
lating the lead paint industry.
And that he has.

In the wake of the Merck-Vioxx
column I wrote a few weeks ago
— in which I took the position
that plaintiffs’ lawyers aren’t al-
ways on the side of the angels — I
was deluged with e-mail mes-
sages from readers who said, in
effect, “Oh yes they are!” 

And up to a point, I would
agree: who can argue with the
billions of dollars the plaintiffs’
bar extracted from the big banks
that enabled Enron? (I can’t help
noting, however, that the lead
lawyer in the Enron lawsuits,
William S. Lerach, will soon be in
prison, having pleaded guilty to a
felony directly related to the way
he used to practice law.)

But for every Enron, there are
cases where lawyers abuse the
legal system. In these cases, liti-
gation can look more like an in-
come- redistribution racket than
a search for justice. So I come for-
ward this morning with a new ex-
ample of litigation run amok. I of-
fer you Mr. Motley’s lead paint
litigation.

Lead is poisonous. We all know
that, though a century ago, we
thought that people needed to
have a lot of lead in their systems
for it to present a health problem.
But now we also know that lead
in the bloodstream, even in small
doses, has the potential to cause
problems in babies. Today, any
child who has more than 10 mi-
crograms per deciliter is consid-
ered to have an elevated blood
lead level — though under these
modern standards, the entire
baby boomer generation had ele-
vated blood lead levels as chil-
dren.

Here’s what else we know. We 
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Paint makers are in
the cross hairs over
lead they once used.

By PETER S. GOODMAN
and MICHAEL M. GRYNBAUM

The nation gained a modest 94,000 jobs
in November, the Labor Department re-
ported yesterday, pulling back consider-
ably from the previous month in the
clearest sign yet that the American econ-
omy was headed for a substantial slow-
down.

But the jobs report, a much-anticipated
indicator of the health of the economy,
also provided some comfort that the Unit-
ed States had not slipped into a recession
and might not be weakening as rapidly as
some experts feared. With business lead-

ers expressing uncertainty about the
prospects for further growth, analysts
said, a better view of the direction of the
economy was not likely to emerge until
next year.

“The expansion is intact, but increas-
ingly frayed,” said Mark Zandi, chief
economist at Moody’s Economy.com. The
job creation numbers are “indicative of a
very fragile economy that will come un-
done unless conditions improve soon.”

The unemployment rate held steady at
4.7 percent for the third consecutive
month, as a survey of households found
strong growth in the number of people

saying they found new jobs last month. 
On Wall Street, markets barely moved

yesterday, absorbing the jobs data with
ambivalence. The employment picture of-
fered assurance that the economy was
not plummeting and might continue to ex-

pand, sustaining corporate profits. But
those very assurances sowed worry that
the Federal Reserve would feel less pres-
sure to ease interest rates aggressively
when it convened on Tuesday.

A number of market participants have
urged a half-point cut in the Fed’s key
throttle control over the banking system,
currently at 4.5 percent, but a stronger
job market may make a quarter-point cut
in the federal funds rate more likely.

Central bankers have signaled that
they intend to try to avert a recession
with looser credit, but remain wary of 
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An expansion continues,
but economists say it’s
looking increasingly fragile.

By JENNY ANDERSON

What began with an undercov-
er F.B.I. agent’s posing as a cor-
rupt hedge fund manager led to
the indictments of six people yes-
terday on charges of fraud in the
shadowy world of penny stocks,
federal prosecutors said.

A year-long investigation code-
named Missed Information un-
covered five separate stock
schemes, according to the United
States attorney’s office for the
Southern District of Florida. 

In each case, the undercover
agent posed as a hedge fund
manager at Fillmore Capital, a
fake firm created by the F.B.I. in
Palm Beach.

The unidentified agent got
word out to the penny stock com-
munity that he was willing to buy
stocks in struggling companies in
return for bribes. Prosecutors
said he accepted kickbacks from
company insiders and stock pro-
moters for buying stocks, some
through an online brokerage ac-
count, to pump up prices.

The case was brought in con-
junction with the Securities and
Exchange Commission, which
brought civil charges against
seven defendants; six defendants
were indicted by the United
States attorney on criminal
charges in the case, the S.E.C.
said. 

The charges exposed a murky
underworld of penny stocks, a
longtime staple of boiler rooms
running illegal pump-and-dump
schemes. Such shares trade over
the counter, rather than on an ex-
change.

In each of the cases, company
insiders or stock promoters tried
to build support for their share
prices by making a deal with the
undercover hedge fund manager
to buy large stakes of shares. In
return, the insiders would pay
the hedge fund manager a kick-
back, usually 25 to 35 percent of
the total purchase price, the pros-
ecutors said. 

In each instance, the agent in-
sisted he had to hide the trans-
action from his hedge fund cli-
ents — because of a “fiduciary
obligation” to them, leading the
parties to execute a fake consult-
ing agreement with a fake com-
pany, Global Connect Services. 
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scribers online — up about 60 percent in
the last 18 months — which experts say
may be the largest number in the in-
dustry.

Very few big publications have tried
charging Web readers, and almost all of
them have had second thoughts. The
Wall Street Journal has most of its con-
tent behind a pay barrier, but its owner-
to-be, the News Corporation, is reconsid-
ering that policy. The New York Times
and The Los Angeles Times tried charg-
ing for some online content, then aban-
doned the practice.

For a decade, however, Consumer Re-

By RICHARD PÉREZ-PEÑA

YONKERS — It makes no sense for
publications to charge readers on the
Web — at least, that’s the conventional
wisdom. But conventional wisdom does
not carry much weight at Consumer Re-
ports, that detailed guide to buying ev-
erything from prescription drugs to pick-
up trucks. 

Consumer Reports, a monthly, refuses
to publish ads, which are the primary
source of revenue for most magazines,
yet it makes a healthy profit. And it not
only charges for access to most of its
Web site, it has three million paying sub-

ports has charged Internet readers the
same price as print subscribers, current-
ly $26 a year (or $5.99 for a month’s
online access or $45 a year to get the
magazine both in print and on the Web).
While the rest of the industry sees print
readers as more valuable — because ad-
vertisers do — Consumer Reports actu-
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About 150 people at Consumer Re-
ports do the testing. Top, Jim Lange-
hennig checked cellphone headsets.
Below, Caroline Somera tested TVs.
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By JANE BIRNBAUM

On Nov. 7, the market price of a troy ounce
of gold bullion briefly touched $845.50, the top
so far in gold’s current eight-year bull market
and a 28-year high in New York trading. The
news made headlines and became a hot topic
on radio talk shows. 

At Lexington Coin, a shop in affluent Lex-
ington, Mass., the number of customers seek-
ing to do business in gold coins spiked, the
owner, Eric Carlson, said. Some customers
were there to lock in profits, selling bullion
coins containing an ounce of gold that they
had bought five years earlier when gold trad-
ed under $350. Some were selling just one
coin, telling Mr. Carlson they needed money
to pay property taxes or car repair bills. 

And some were buying, saying that they

thought gold’s price would continue to climb.
“The ones purchasing 10 coins at a time told
me they were taking the money out of stocks
and bank accounts,” Mr. Carlson said. “A
woman buying three American Eagles told
me she was buying them as a hedge against
the price of her home heating oil shooting up
this winter.”

Gold has a long history of waxing and wan-
ing in allure. At the moment, it holds a partic-
ular attraction, given Americans’ worries
about inflation, the risks in the financial mar-
ket and the falling value of the dollar. 

“People understand gold’s intrinsic value,”
said Katherine M. Porter, an associate pro-
fessor of law and a bankruptcy specialist at
the University of Iowa. “But because it’s
beautiful and they can hold it in their hands,

they may not perceive how volatile, like all
traded commodities, gold is.” 

It closed yesterday at $800.20, down $6.90.
Trading and owning gold have never been

easier, thanks to the Internet.
“There’s been a democratization of gold

ownership and new ways to acquire it,” said
Jon Nadler, a senior analyst for Kitco Inc., a
bullion dealer based in Montreal. (Kitco
makes money when consumers buy or sell
gold, and the profit of its scrap operation is
tied to the price of gold.) 

“While gold coins or bars remain popular,
investors no longer have to worry about stor-
ing their gold when they can buy gold certifi-
cates or digital ounces,” Mr. Nadler said.
“And with exchange-traded funds, the metal 
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Even at its most recent peak, the price of 
gold was well below its inflation-adjusted 
price from early 1980.
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“If I don’t bring the lead paint
industry to its knees in three
years, I will give them my boat.”

So declared Ronald L. Motley
to The Dallas Morning News in

the fall of 1999 — and
why not? In addition
to being the owner of a
very large yacht, Mr.
Motley is also one of
the country’s pre-emi-
nent plaintiffs’ law-

yers, the titular head of the 70-
lawyer firm Motley Rice, based in
Charleston, S.C. 

At the time of that interview,
he was on top of the world. He
had just spearheaded the drive
against the tobacco industry, re-
sulting in a $246 billion settle-
ment with the 50 states. His fees
ran into the hundreds of millions,
if not billions, of dollars. 

“Retire?” he scoffed in that
same interview. “There are too
many corporate crooks out there
manufacturing dangerous prod-
ucts and injuring kids as a re-
sult.” He vowed to use his tobac-
co winnings to go after more bad

guys, like those evildoers popu-
lating the lead paint industry.
And that he has.

In the wake of the Merck-Vioxx
column I wrote a few weeks ago
— in which I took the position
that plaintiffs’ lawyers aren’t al-
ways on the side of the angels — I
was deluged with e-mail mes-
sages from readers who said, in
effect, “Oh yes they are!” 

And up to a point, I would
agree: who can argue with the
billions of dollars the plaintiffs’
bar extracted from the big banks
that enabled Enron? (I can’t help
noting, however, that the lead
lawyer in the Enron lawsuits,
William S. Lerach, will soon be in
prison, having pleaded guilty to a
felony directly related to the way
he used to practice law.)

But for every Enron, there are
cases where lawyers abuse the
legal system. In these cases, liti-
gation can look more like an in-
come- redistribution racket than
a search for justice. So I come for-
ward this morning with a new ex-
ample of litigation run amok. I of-
fer you Mr. Motley’s lead paint
litigation.

Lead is poisonous. We all know
that, though a century ago, we
thought that people needed to
have a lot of lead in their systems
for it to present a health problem.
But now we also know that lead
in the bloodstream, even in small
doses, has the potential to cause
problems in babies. Today, any
child who has more than 10 mi-
crograms per deciliter is consid-
ered to have an elevated blood
lead level — though under these
modern standards, the entire
baby boomer generation had ele-
vated blood lead levels as chil-
dren.

Here’s what else we know. We 
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Paint makers are in
the cross hairs over
lead they once used.

By PETER S. GOODMAN
and MICHAEL M. GRYNBAUM

The nation gained a modest 94,000 jobs
in November, the Labor Department re-
ported yesterday, pulling back consider-
ably from the previous month in the
clearest sign yet that the American econ-
omy was headed for a substantial slow-
down.

But the jobs report, a much-anticipated
indicator of the health of the economy,
also provided some comfort that the Unit-
ed States had not slipped into a recession
and might not be weakening as rapidly as
some experts feared. With business lead-

ers expressing uncertainty about the
prospects for further growth, analysts
said, a better view of the direction of the
economy was not likely to emerge until
next year.

“The expansion is intact, but increas-
ingly frayed,” said Mark Zandi, chief
economist at Moody’s Economy.com. The
job creation numbers are “indicative of a
very fragile economy that will come un-
done unless conditions improve soon.”

The unemployment rate held steady at
4.7 percent for the third consecutive
month, as a survey of households found
strong growth in the number of people

saying they found new jobs last month. 
On Wall Street, markets barely moved

yesterday, absorbing the jobs data with
ambivalence. The employment picture of-
fered assurance that the economy was
not plummeting and might continue to ex-

pand, sustaining corporate profits. But
those very assurances sowed worry that
the Federal Reserve would feel less pres-
sure to ease interest rates aggressively
when it convened on Tuesday.

A number of market participants have
urged a half-point cut in the Fed’s key
throttle control over the banking system,
currently at 4.5 percent, but a stronger
job market may make a quarter-point cut
in the federal funds rate more likely.

Central bankers have signaled that
they intend to try to avert a recession
with looser credit, but remain wary of 
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An expansion continues,
but economists say it’s
looking increasingly fragile.

By JENNY ANDERSON

What began with an undercov-
er F.B.I. agent’s posing as a cor-
rupt hedge fund manager led to
the indictments of six people yes-
terday on charges of fraud in the
shadowy world of penny stocks,
federal prosecutors said.

A year-long investigation code-
named Missed Information un-
covered five separate stock
schemes, according to the United
States attorney’s office for the
Southern District of Florida. 

In each case, the undercover
agent posed as a hedge fund
manager at Fillmore Capital, a
fake firm created by the F.B.I. in
Palm Beach.

The unidentified agent got
word out to the penny stock com-
munity that he was willing to buy
stocks in struggling companies in
return for bribes. Prosecutors
said he accepted kickbacks from
company insiders and stock pro-
moters for buying stocks, some
through an online brokerage ac-
count, to pump up prices.

The case was brought in con-
junction with the Securities and
Exchange Commission, which
brought civil charges against
seven defendants; six defendants
were indicted by the United
States attorney on criminal
charges in the case, the S.E.C.
said. 

The charges exposed a murky
underworld of penny stocks, a
longtime staple of boiler rooms
running illegal pump-and-dump
schemes. Such shares trade over
the counter, rather than on an ex-
change.

In each of the cases, company
insiders or stock promoters tried
to build support for their share
prices by making a deal with the
undercover hedge fund manager
to buy large stakes of shares. In
return, the insiders would pay
the hedge fund manager a kick-
back, usually 25 to 35 percent of
the total purchase price, the pros-
ecutors said. 

In each instance, the agent in-
sisted he had to hide the trans-
action from his hedge fund cli-
ents — because of a “fiduciary
obligation” to them, leading the
parties to execute a fake consult-
ing agreement with a fake com-
pany, Global Connect Services. 
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scribers online — up about 60 percent in
the last 18 months — which experts say
may be the largest number in the in-
dustry.

Very few big publications have tried
charging Web readers, and almost all of
them have had second thoughts. The
Wall Street Journal has most of its con-
tent behind a pay barrier, but its owner-
to-be, the News Corporation, is reconsid-
ering that policy. The New York Times
and The Los Angeles Times tried charg-
ing for some online content, then aban-
doned the practice.

For a decade, however, Consumer Re-

By RICHARD PÉREZ-PEÑA

YONKERS — It makes no sense for
publications to charge readers on the
Web — at least, that’s the conventional
wisdom. But conventional wisdom does
not carry much weight at Consumer Re-
ports, that detailed guide to buying ev-
erything from prescription drugs to pick-
up trucks. 

Consumer Reports, a monthly, refuses
to publish ads, which are the primary
source of revenue for most magazines,
yet it makes a healthy profit. And it not
only charges for access to most of its
Web site, it has three million paying sub-

ports has charged Internet readers the
same price as print subscribers, current-
ly $26 a year (or $5.99 for a month’s
online access or $45 a year to get the
magazine both in print and on the Web).
While the rest of the industry sees print
readers as more valuable — because ad-
vertisers do — Consumer Reports actu-
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About 150 people at Consumer Re-
ports do the testing. Top, Jim Lange-
hennig checked cellphone headsets.
Below, Caroline Somera tested TVs.

C1Ø N

SATURDAY, DECEMBER 8, 2007

C M Y K Nxxx,2007-12-08,C,001,Bs-BK,E2



2

INVESTMENT GRADE

FINRA TRACE CORPORATE BOND DATA
   Credit Rating Price

Issuer Name (SYMBOL) Coupon% Maturity Moody’s/S&P/Fitch High Low Last Chg Yld%

End of day data. Activity as reported to FINRA TRACE 
(Trade Reporting and Compliance Engine). The market 
breadth information represents activity in all TRACE eligible 
publicly traded securities. The most active information 
represents the most active fixed-coupon bonds (ranked 
by par value traded). Investment grade or high-yield clas-
sifications are determined using credit ratings as outlined 
in FINRA rules. “C” indicates yield is unavailable because 
of issue’s call criteria.  *Par value in millions.

Source: FINRA TRACE data. Reference information from 
Reuters DataScope Data. Credit ratings from Moody’s, 
Standard & Poor’s and Fitch.

Total Issues Traded 4151 2851 1055 245
Advances 1689 1039 509 141
Declines 1964 1448 430 86
Unchanged 121 53 66 2
52 Week High 173 140 14 19
52 Week Low 206 142 50 14
Dollar Volume *     12,944 6,509 4,031 2,405

 All Investment High
 Issues Grade Yield Conv

FUTURES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

a-Russian Central Bank rate.
All prices as of 3:00 p.m. Eastern Time.
Sources: Moneyline Telerate and other sources

FOREIGN EXCHANGE

Key to exchanges: CBT-Chicago Board of Trade. CME-Chicago Mercantile Exchange. CMX-Comex division of NYM. 
KC-Kansas City Board of Trade. NYBOT-New York Board of Trade. NYM-New York Mercantile Exchange.  
Open interest is the number of contracts outstanding.  

MARKET GAUGES

 Foreign Currency Dollars in
 in Dollars Foreign Currency

Currency Fri. Thu. Fri. Thu.

GOVERNMENT BONDS

Mat. Date Rate Par Bid Ask Chg Yield

Source: Street Software/Bear Stearns 
via The Associated Press

CONSUMER RATES

T-BILLS
3-mo.
6-mo.

BONDS & NOTES
2-yr.
5-yr.
10-yr.
30-yr.

TREASURY INFLATION BONDS
5-yr.
10-yr.
20-yr.
30-yr.

Market Breadth

  Monetary
  units per Lifetime        Open
Future Exchange quantity High Low Date Open High Low Settle Change Interest

ECONOMIC INDICATORS

Cvs Caremark  (CVS.GT) 5.750 Jun ‘17 Baa2 BBB+ BBB 101.787 95.845 95.845 –2.225 6.340
Home Depot (HD.GH) 5.400 Mar ‘16 Baa1 BBB+ BBB+ 96.955 93.000 93.697 –0.245 6.396
Appalachian Power (AJA.GW) 3.600 May ‘08 Baa2 BBB BBB+ 99.260 99.230 99.230 0.012 5.439
Citigroup (C.HFI) 6.125 Nov ‘17 –– –– AA 102.573 101.947 102.573 –0.004 5.781
Wellpoint (WLP.GP) 6.375 Jun ‘37 Baa1 A– A– 96.264 95.190 96.140 0.642 6.676
Wal-Mart Stores (WMT.GO) 6.875 Aug ‘09 Aa2 AA AA 104.345 102.750 103.297 –0.414 4.781
Bank Of N.Y (BK.GDG) 4.950 Nov ‘12 Aa2 –– AA– 100.197 100.027 100.027 –0.909 4.942
Duke Energy Carolinas (DEF.GI) 6.100 Jun ‘37 A3 A– A 97.568 96.594 97.568 –0.302 6.282
Merrill Lynch (MER.GSD) 6.400 Aug ‘17 A1 A+ A+ 103.398 100.656 101.701 –2.381 6.163
Cit Gp (CIT.SO) 5.000 Nov ‘08 A2 A A 100.175 98.438 99.539 0.977 5.501

HIGH YIELD

Burlington Coat Factory (BCF.GB) 11.125 Apr ‘14 B3 CCC+ CCC+ 91.000 87.000 87.000 –3.500 14.301
E Trade Financial (ET.GF) 8.000 Jun ‘11 Ba3 B –– 87.000 85.000 85.625 1.625 13.255
Rite Aid  (RAD.HA) 7.500 Mar ‘17 B3 BB– BB– 91.000 90.250 91.000 0.875 8.951
Ford Motor Credit Co (F.GSL) 9.750 Sep ‘10 B1 –– BB– 99.250 96.000 97.000 –3.000 11.027
Rite Aid  (RAD.GZ) 7.500 Jan ‘15 B3 BB– BB– 94.600 91.000 92.500 1.500 8.949
Sabre Hlds (TSG.GC) 7.350 Aug ‘11 Caa1 B– –– 94.563 94.500 94.500 0.375 9.157
General Motors (GM.GM) 7.200 Jan ‘11 Caa1 B– B– 94.514 92.875 93.500 2.350 9.678
Mgm Mirage (MGG.GN) 5.875 Feb ‘14 Ba2 BB BB 92.750 87.750 91.125 0.313 7.697
Abitibi-Consolidated Of Canada (ABY.GP) 8.375 Apr ‘15 B3 B B– 74.625 73.750 74.250 0.750 14.134
Tropicana Entertainment (TROU.GA) 9.625 Dec ‘14 Caa1 –– –– 69.250 68.000 68.000 –0.250 17.790

CONVERTIBLES

Nabors Industries (NBR.GP) 0.940 May ‘11 –– –– A– 95.500 94.842 94.898 –0.179 2.503
Medtronic (MDT.GJ) 1.500 Apr ‘11 A1 AA– –– 107.375 105.500 107.173 –0.367 –0.621
On Semiconductor  (ONNN.OL) 2.625 Dec ‘26 –– B –– 112.234 107.000 110.991 0.592 0.755
Amgen (AMGN.GM) 0.125 Feb ‘11 A2 –– –– 94.859 93.050 94.859 0.879 1.819
Prologis (PLD.GX) 1.875 Nov ‘37 –– BBB+ BBB 98.555 98.230 98.493 0.452 1.942
Hutchinson Technology (HTCH.GE) 3.250 Jan ‘26 –– –– –– 97.197 96.550 96.550 –0.973 3.509
Advanced Micro Devices (AMD.GG) 6.000 May ‘15 –– B CCC+ 77.325 75.232 75.875 –1.125 10.825
Macrovision  (MSVN.GB) 2.625 Aug ‘11 –– –– –– 99.022 96.000 98.355 –18.945 3.100
Mylan Laboratories (MYL.GE) 1.250 Mar ‘12 –– B –– 91.030 90.562 91.030 0.108 3.537
Intel  (INTC.GD) 2.950 Dec ‘35 –– A– –– 111.000 106.000 110.250 –0.500 2.443

ASIA/PACIFIC
Australia (Dollar) .8776 .8775 1.1394 1.1397
China (Yuan) .1351 .1349 7.4040 7.4145
Hong Kong (Dollar) .1283 .1283 7.7939 7.7929
India (Rupee) .0254 .0254 39.321 39.365
Indonesia (Rupiah) .000100 .000107 10000.00 9345.79
Japan (Yen) .008953 .008977 111.69 111.40
Malaysia (Ringgit) .3005 .2986 3.3275 3.3490
New Zealand (Dollar) .7762 .7775 1.2882 1.2862
Pakistan (Rupee) .0163 .0163 61.22 61.26
Philippines (Peso) .0240 .0239 41.65 41.85

EUROPE
Britain (Pound) 2.0315 2.0290 .4922 .4929
Czech Rep (Koruna) .0561 .0560 17.84 17.86
Denmark (Krone) .1964 .1962 5.0908 5.0975
Europe (Euro) 1.4655 1.4633 .6824 .6834
Hungary (Forint) .0058 .0058 171.67 172.32
Norway (Krone) .1826 .1826 5.4765 5.4769
Poland (Zloty) .4098 .4084 2.44 2.45
Russia (Ruble) .0408 .0408 24.4972 24.4882
Slovak Rep (Koruna) .0443 .0441 22.59 22.70
Sweden (Krona) .1561 .1558 6.4066 6.4176
Switzerland (Franc) .8856 .8850 1.1292 1.1300
Turkey (Lira) .8526 .8502 1.1729 1.1762

Canada (Dollar) .9955 .9904 1.0045 1.0097
Dominican Rep (Peso) .0299 .0299 33.45 33.45
Mexico (Peso) .092422 .092390 10.8199 10.8237

Bahrain (Dinar) 2.6628 2.6627 .3755 .3756
Egypt (Pound) .1807 .1810 5.5335 5.5258
Iran (Rial) .000108 .000108 9259.26 9259.26
Israel (Shekel) .2579 .2580 3.8779 3.8759
Jordan (Dinar) 1.4094 1.4094 .7095 .7095
Kenya (Shilling) .0156 .0156 64.10 64.20
Kuwait (Dinar) 3.6468 3.6476 .2742 .2741
Lebanon (Pound) .000662 .000662 1510.57 1510.57
Saudi Arabia (Riyal) .2678 .2670 3.7348 3.7452
So. Africa (Rand) .1491 .1483 6.7085 6.7445
U.A.E. (Dirham) .2723 .2722 3.6722 3.6732

MIDDLE EAST/AFRICA

Singapore (Dollar) .6949 .6927 1.4390 1.4436
So. Korea (Won) .001088 .001085 919.12 921.66
Taiwan (Dollar) .0308 .0308 32.42 32.42
Thailand (Baht) .03292 .03289 30.37 30.40
Vietnam (Dong) .000063 .000063 15873 15873

NORTH AMERICA/CARIBBEAN

Argentina (Peso) .3187 .3194 3.1380 3.1310
Bolivia (Boliviano) .1319 .1309 7.5797 7.6384
Brazil (Real) .5677 .5648 1.7615 1.7705
Chile (Peso) .002009 .002012 497.76 497.02
Colombia (Peso) .000495 .000495 2020.20 2020.20
Paraguay (Guarani) .000215 .000215 4651.16 4651.16
Peru (New Sol) .3339 .3328 2.995 3.005
Uruguay (New Peso) .0457 .0457 21.8747 21.8747
Venezuela (Bolivar) .000466 .000465 2145.92 2150.54

SOUTH AMERICA

AGRICULTURAL

Cotton NYBOT ¢/lb 71.50 54.66 Mar 08 63.81 64.79 63.80 64.55 + .77 130,698
Lumber CME $/1,000 bd. ft. 273.8 241.8 Jan 08 246.0 247.2 243.2 245.6 + 1.2 5,335

Cocoa NYBOT $/ton 2174 1560 Mar 08 2060 2073 2048 2057 ◊ 11 99,190
Coffee NYBOT ¢/lb 146.50 119.00 Mar 08 128.90 131.40 128.50 131.15 + 2.10 107,717
Sugar-World NYBOT ¢/lb 20.02 9.22 Mar 08 9.90 9.95 9.82 9.90 + .02 440,934
Sugar-Domestic NYBOT ¢/lb 21.36 19.47 Mar 08 19.60 19.71 19.60 19.71 + .01 3,895
Orange Juice NYBOT ¢/lb 188.70 113.55 Mar 08 141.50 145.00 140.00 143.70 + 2.90 13,238

Live Cattle CME ¢/lb 102.10 86.35 Feb 08 96.27 97.07 96.10 96.75 + .58 122,358
Feeder Cattle CME ¢/lb 115.50 105.82 Jan 08 106.45 107.15 105.85 105.95 ◊ .40 12,212
Hogs-Lean CME ¢/lb 72.40 58.00 Feb 08 61.35 62.30 61.05 61.70 + .50 93,049
Pork Bellies CME ¢/lb 94.50 79.05 Feb 08 90.90 91.50 90.00 91.32 + 1.07 1,126

Corn CBT ¢/bushel 418 352 Mar 08 416ü 418 411ø 417ü + 5ü 559,247
Soybeans CBT ¢/bushel 1122 941 Jan 08 1117ø 1122 1099ø 1119} + 21 235,850
Soybean Meal CBT $/ton 318.50 266.50 Mar 08 314.90 318.50 307.60 318.20 + 10.70 79,750
Soybean Oil CBT ¢/lb 47.46 38.55 Jan 08 45.85 46.09 45.37 45.70 + .06 116,037
Wheat CBT ¢/bushel 966ø 760 Mar 08 921ø 921ø 890 921ø + 30 203,496
Winter Wheat KC ¢/bushel 950 470ø Mar 08 925 950 920 950 + 30 77,720
Oats CBT ¢/bushel 314ü 275 Mar 08 280} 281} 279 280ü + 1ü 8,988
Rough Rice CBT $/CWT 13.490 11.430 Jan 08 13.340 13.390 13.155 13.380 + .170 11,375

METALS AND ENERGY
Gold CMX $/troy oz. 855.00 617.50 Feb 08 800.20 811.10 796.40 800.20 ◊ 6.90 255,604
Silver CMX ¢/troy oz. 1644.5 1150.0 Mar 08 1452.0 1470.5 1439.5 1450.5 ◊ 12.0 73,538
Platinum NYM $/troy oz. 1498.80 1155.00 Jan 08 1459.00 1473.90 1454.70 1462.20 ◊ 8.00 11,899
Palladium NYM $/oz. 393.00 340.10 Mar 08 350.90 351.90 345.25 347.65 ◊ 4.05 12,183
Hi Grade Copper CMX ¢/lb 377.00 246.00 Mar 08 312.95 315.50 304.65 312.60 + 7.75 49,249

Light Sweet Crude NYM $/bbl. 99.29 56.25 Jan 08 87.46 90.68 87.07 88.28 ◊ 1.95 301,142
Gas Blend NYM  2.4848 1.9838 Jan 08 2.2546 2.3150 2.2476 2.2690 ◊ .0323 76,868
Heating Oil NYM ¢/gal 273.85 169.25 Jan 08 248.32 255.25 247.47 250.47 ◊ 4.03 85,499
Natural Gas NYM $/mm btu 11.900 7.038 Jan 08 7.133 7.380 7.090 7.155 ◊ .175 128,500

Mar 08 — — 3.02 3.01 + 0.04 3.08
Jun 08 — — 3.19 3.18 + 0.04 3.28

Apr 12 2 1027.87 102-24 102-25 ◊0-17 1.34
Jul 17 2œ 1006.37 106-26 106-27 ◊0-29 1.84
Jan 27 2Å 1034.27 103-24 103-25 ◊1-01 2.13
Apr 32 3Å 1175.08 125-14 125-15 ◊1-14 2.04

Nov 09 3è — 100.01 100.02 ◊ 0.07 3.10
Nov 12 3Å — 99.13 99.14 ◊ 0.20 3.50
Nov 17 4ü — 101.03 101.04 ◊ 0.30 4.11
May 37 5 — 106.24 106.25 ◊ 1.22 4.57

Source: Bloomberg Financial Markets*Credit ratings: good, FICO score 660-749; excellent, FICO score 750-850. Source: Bankrate.com
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Source: Bloomberg Financial Markets

Source: Bloomberg Financial Markets

CENTRAL AMERICA
Costa Rica (Colon) .0019 .0019 517.75 517.75
El Salvador (Colon) .1143 .1143 8.7520 8.7520
Guatemala (Quetzal) .1312 .1310 7.6215 7.6349
Honduras (Lempira) .0529 .0529 18.90 18.90
Nicaragua (Cordoba) .0525 .0525 19.03 19.03
Panama (Balboa) 1.00 1.00 1.00 1.00
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THE MARKETS

know how to get the lead problem
under control. In the mid-1970s,
the government passed laws
eliminating lead in gasoline, paint
and tin cans. (Lead in gasoline
was by far the biggest cause of el-
evated blood lead levels.) And
states and cities passed laws
mandating that landlords keep
their properties freshly painted
— so that old lead paint chips
would not fall off and be eaten by
children. 

“Basically, what we have suc-
ceeded in doing in this country is
reduce the incidence of lead poi-
soning by 90 percent and the
blood lead levels by 90 percent,”
said Dr. Philip J. Landrigan, the
head of the Department of Com-
munity and Preventive Medicine
at Mount Sinai School of Medi-
cine. He told me that this consti-
tuted “a great public health tri-
umph.” Despite this belief, how-
ever, Dr. Landrigan has testified
as an expert witness on behalf of
plaintiffs.

Although lead was outlawed in
paint in 1978 — and though many
industry players had removed it
even earlier than that — the law-
suits began in 1987. These were
not, however, Motley Rice law-
suits. Most were product liability
suits that claimed the pigment
manufacturers knew that lead
was dangerous and had therefore
knowingly harmed the consumer. 

The cases went nowhere, for
two primary reasons. First, it
was hard to make the case in
court that the companies had
done anything wrong. Yes, there
were “bad documents”— there
are always bad documents — but
most of them were a half a centu-
ry old, as the science around lead
was emerging in this country.
They mainly showed that the
Lead Industries Association was
less than keen about embracing
the emerging consensus about
the dangers of lead to small chil-
dren. But the industry didn’t try
to cover up the science, and as
the science became clearer in the
1950s, the industry voluntarily
took lead out of interior paint. I
realize that many people think
companies should rush to aban-
don legal products at the first
whiff of a problem, but if that
were really the standard, the
shelves would be bare. 

The second problem is that it
was impossible to know which
manufacturer’s paint had been
used on a particular house. For
most judges, that was the real
deal-breaker. For as long as there
has been product liability law, it
has been rooted in the notion that
in order to sue a wrongdoer, you
have to know who the wrongdoer

is. Plaintiffs’ lawyers tried to ar-
gue that since all the manufactur-
ers used lead pigment, they were
all guilty — and their guilt should
be proportional to their market
share. But aside from Wisconsin,
this was universally rejected by
the courts.

And there things stood until
Motley Rice arrived on the scene.
In Rhode Island, where Motley
Rice has an office — and lots of
political ties — the firm agreed to
join forces with the attorney gen-
eral’s office, just as it had in the
tobacco case, and take 16.7 per-
cent of the proceeds if its side
won. A lawyer named Fidelma
Fitzpatrick came up with the
most novel theory yet: the state
should sue the companies on the
ground that lead paint was a
“public nuisance.” It was so far-
fetched that another lawyer in
the office would later tell a re-
porter that, at first, they called it

Fidelma’s Wacky Idea.
Ms. Fitzpatrick explained to

me that since the substance was
still so prevalent, it was a public
nuisance and therefore all the
companies were guilty of creat-
ing that nuisance. See how easy
that was? Suddenly, the case was
no longer about an individual
who had been harmed by lead —
or an absentee landlord who
hadn’t maintained his property.
It was about those dastardly pig-
ment makers who had put lead in
paint.

Armed with this new theory,
Motley Rice went to trial in
Rhode Island in 2002. Hung jury.
Then, in 2006, the case was re-
tried — and Motley Rice won.
“Evidence?” laughed Jane Geno-
va, a blogger who has followed
the case closely. “There was no
evidence. The judge’s instruc-
tions said you didn’t need evi-
dence.” If the jurors found that
lead paint created a public nui-
sance, then they should find for
the plaintiffs. Sure enough, they
did. (It didn’t help that the com-
panies didn’t put on a defense, so
sure were they of victory.) 

In the last year, it’s gotten even
worse for the defendants, at least
in Rhode Island. The state, with
the help of its friends at Motley
Rice, recently unveiled an abate-
ment plan that would require the
companies to pay for the inspec-
tion of a staggering 240,000
homes as well as thousands of
other structures like hospitals

and day care centers, and re-
move lead from most of them.
The estimated cost for doing this
— almost surely understated — is
$2.4 billion, with a hefty chunk of
that going to the lawyers, of
course. Never mind that for the
vast majority of homes, the far
better and cheaper solution is
simply to keep them maintained.
Or that this plan has been ginned
up even though the case is still on
appeal.

Meanwhile, to capitalize on its
success in Rhode Island, Motley
Rice and other big-time plaintiffs’
lawyers have raced all over the
country, trying to get other juris-
dictions interested in suing the
same defendants on the same
grounds. Fortunately, they have
had less luck. This past summer,
the public nuisance theory was
rejected by high courts in New
Jersey and Missouri. In Wiscon-
sin, two high-profile trials were
held this year; the plaintiffs lost
them both.

Still, Motley Rice has cases go-
ing in Ohio, California and Wis-
consin. “I think New Jersey is go-
ing to be an aberration,” Ms. Fitz-
patrick said. She made it sound
as if her firm remained un-
deterred — since, after all, it is on
the side of the angels. “There is
no doubt they knew,” she said of
the companies. When I brought
up her contingency fee, she bit
my head off. “The real story here
is the amount of money the de-
fendants have spent defending
these cases,” she said. “We’re the
only group of lawyers who
haven’t been paid in 10 years.”
No wonder she’s still at it.

But what are the companies
supposed to do? Let Motley Rice
bankrupt them because of
something they did three
decades ago that was perfectly
legal? When I asked Dr.
Landrigan why he was working
for the plaintiffs he said: “The
removal of paint from apartment
buildings is expensive. States
and cities are chronically
underfunded. So basically,
getting a judgment against the
companies is a way to get
revenue to do the removal.” You
will never hear a purer
distillation of the real motivation
for bringing these suits. The
companies have lots of money, so
make them pay — no matter
what the evidence.

One thing I couldn’t help
wondering was why the gasoline
makers weren’t subject to these
kinds of lawsuits. After all,
gasoline, not pigment, was the
primary cause of elevated blood
lead levels back in the day. When
I mentioned this to David Rosner,
a Columbia professor who has
served as an expert witness for
the plaintiffs, he reassured me. 

“I think there might be a suit
like that filed next week,” he said.

The Pursuit of Justice, or Money?
From First Business Page

Making the tobacco
companies say uncle
has inflated lawyers’
egos too much. 

Do not forget the Neediest!

By IAN AUSTEN

OTTAWA, Dec. 7 — A line of
water bottles that had become a
symbol of environmental respon-
sibility has been removed from
the shelves of Canada’s leading
outdoor gear retailer over con-
cerns about a chemical used in its
manufacture.

The Mountain Equipment Co-
op, which is based in Vancouver,
British Columbia, removed the
bottles, sold under the brand
name Nalgene, and other poly-
carbonate containers from its 11
large-scale stores on Wednesday. 

The retailer said that it would
not restock the bottles, which are
made by Nalge Nunc Interna-
tional in Rochester, a unit of
Thermo Fisher Scientific, until
Health Canada completed a re-
view of bisphenol-a, or B.P.A., a
chemical used to make hard,
transparent plastics as well as
liners for food cans.

“We’ve been following the
B.P.A. issue for at least three
years,” said Tim Southam, a
spokesman for Mountain Equip-
ment. 

“The decision we’ve taken this
week does not mean that polycar-
bonate products will never return
to our stores. We’re just seeking
some certainty about this chem-
ical.”

Church and environmental
groups in Canada have mounted
campaigns against bottled water
because of concerns about the
huge amount of plastic used in
containers. As a result, the re-
usable Nalgene bottles have be-
come ubiquitous on college cam-
puses and elsewhere. 

Polycarbonate plastic, which
can only be produced by using
B.P.A., creates bottles that are
transparent and almost as hard

as glass, but particularly shatter-
resistant.

Recently, however, the use of
B.P.A.-based plastics in food con-
tainers has questioned in Canada
by Environmental Defence , a To-
ronto-based group. Environmen-

talists in the United States are
also raising concerns about the
chemical. 

Last year, San Francisco’s
board of governors passed a local
law banning the use of the chem-
ical in children’s products. B.P.A.
was removed from the ordinance
before it went into effect, howev-
er, after an industry lawsuit.

Critics point to studies dating
back to 1936 showing that the
chemical can disrupt the hormon-
al system. 

While there is little dispute
about that, the plastics industry,
supported by several studies
from government agencies in Ja-
pan, North America and Europe,
contends that polycarbonate bot-
tles contain very little of the
chemical and release only insig-
nificant amounts of B.P.A. into
the bodies of users.

“Rarely has a chemical been
the subject of such intense scien-
tific testing and scrutiny, and
still, important agencies across
the globe agree that there is no
danger posed to humans from
polycarbonate bottles,” Tom
Cummins, the director of re-
search and development at Nalge
Nunc, said in a statement.

Rick Smith, the executive di-
rector of Environmental Defence,
said that a paper published by 38
scientists after a government-
sponsored conference in the
United States found that the lack
of research on the effects of
B.S.A. on humans was a concern
that required further investiga-
tion.

Steven G. Hentges, the execu-
tive director of the American
Chemistry Council’s polycarbon-
ate group, takes issue with that
report’s worries and points to a
separate expert panel report
published by the United States
Department of Health and Hu-
man Services last month. 

In its 396-page report, which
looked only at the impact of
B.S.A. on reproduction, the panel
said it had “negligible concern”
about the chemical’s effect on
adult reproductive systems but
raised some concerns about its
impact on children and pregnant
women.

Health Canada will release its
first comment from its current
study of B.S.A. and several other
chemicals in May 2008.

Canadian Retailer Bans Some Plastic Bottles 

Polycarbonate plastic bottles
are transparent and almost as
hard as glass.

Some doubts about
products once seen as
beneficial to the
environment.

Outdoors Chain
Cites Health Fear 
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