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Consumer Caution,
Oil Prices Increase
Risk of a Recession

Economy Is Still Expanding,

But Middle East Fighting

Shakes Market Confidence

A Slowdown in Retail Sales

By CHARLES FORELLE,
JAMES BANDLER

And MARK MAREMONT

O
N SEPT. 21, 2001, rescuers
dug through the smolder-
ing remains of the World
Trade Center. Across
town, families buried two

firefighters found a week earlier. At
Fort Drum, on the edge of New York’s
Adirondacks, soldiers readied for de-
ployment halfway across the world.

Boards of directors of scores of
American companies were also busy
that day. They handed out millions of
bargain-priced stock options to their
top executives.

The terrorist attack shut the U.S.
stockmarket fordays.Whenit reopened
Sept. 17, stocks skidded more than 14%
over five days, in the worst full week for
the Dow Jones Industrial Average since
Germany invaded France in May 1940.
But for recipients of options, the lower
their company’s stock price when op-
tions are awarded the better, since the
options grant a right to buy shares at
that price for years to come. The grants
setrecipientsup formillionsofdollars in
profit if the shares recovered.

A Wall Street Journal analysis
shows how some companies rushed,
amid the post-9/11 stock-market de-
cline, to give executives especially
valuable options. A review of Stan-
dard & Poor’s Execu-
Comp data for 1,800 lead-
ing companies indicates
that from Sept. 17, 2001,
through the end of the
month, 511 top executives
at 186 of these companies
got stock-option grants.
The number who re-
ceived grants was 2.6
times as many as in the
same stretch of Septem-
ber in 2000, and more
than twice as many as in

the like period in any other year be-
tween 1999 and 2003.

Ninety-one companies that didn’t regu-
larly grant stock options in September did
so in the first twoweeksof trading after the

terror attack. Their grants
were concentrated around
Sept. 21, when the market
reached its post-attack low.
They were worth about $325
million when granted, based
on a standard method of valu-
ing stock options.

The 91 companies in-
cluded such corporate icons
as Home Depot Inc., Black &
Decker Corp. and United-
Health Group Inc. It in-
cluded two companies di-

rectly touched by the tragedy. Mer-
rill Lynch & Co., across the street
from the Twin Towers, lost three em-
ployees. On Sept. 24, Merrill granted
its president options to buy more
than 750,000 shares, at a price 15%
below the pre-attack level. At Tera-
dyne Inc. in Boston, an employee
delayed a business trip until Sept. 11
to attend a son’s soccer game and
died on American Flight 11. Tera-
dyne that month gave its CEO more
than 600,000 options at a price en-
abling him to buy stock at 24% below
its pre-attack level.

At Stryker Corp., a Michigan
maker of orthopedic products, one-
time stock-option-committee member
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T. Rowe Price grants 
280,000 options to two 

top executives

Merrill Lynch grants 
753,770 options to 

Stanley O’Neal

UnitedHealth grants 
96,000 options

to executive
R. Channing Wheeler

Teradyne grants 
1,023,315

options to seven 
top executives

Home Depot grants 
one million options to 
CEO Robert Nardelli 

In the wake of 9/11, about 
90 big companies that 
didn’t usually grant stock
options in September did so 
as their falling stocks made
options potentially more 
valuable for executives.

Number of executives who got stock
options in September of different years,
by day*
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Most: 84 grants on Sept. 21

*Estimates of grant dates based on expiration dates. Based on entire S&P ExecuComp database of 1,800 companies.

Note: Grant data, from Standard & Poor’s ExecuComp, encompass 1,800 leading companies. Data include options to 
companies’ top executives—typically the CEO and the four next most highly compensated officers.
Option totals are adjusted for splits.

Sources: Standard & Poor’s ExecuComp; WSJ research; WSJ Market Data Group
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Take Comfort:

‘The Joy of Cooking’

Gets Back to Basics
i i i

The Culinary Bible, at 75,

Is Dropping ‘Yuppychow’;

Frozen Vegetables Return

Executive Pay:
The 9/11 Factor

As stocks sank after

the attacks, scores of

companies rushed

to issue options to

top officials. Some

reaped millions.

I NS I D E TO DAY ’S JOU R NA L
–Markets–

Stocks:NYSE comp. vol. 2,531,214,650
shares, Nasdaq vol. 1,772,883,373.
DJ industrials 10739.35, t –106.94;
Nasdaq composite 2037.35, t –16.76;
S&P 500 index 1236.20, t –6.09.
Bonds (4 p.m.):10-yr Treasury
s +2/32, yld 5.071%; 30-yr
Treasurys + 2/32, yld 5.117%.
Dollar:116.23 yen, +0.90; euro
$1.2649, –0.39 cent against the dollar.
Commodities:Oil futures $77.03 a
barrel, s +$0.33; Gold (Comex)
$666.60 per troy ounce, s +13.70;
DJ-AIG Commod. 179.962, s +1.074.
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Business and Finance

i i i

World-Wide

BY JEFFREY A. TRACHTENBERG

The 75th-anniversary edition of the
“Joy of Cooking,” to be published in the
fall, is the first revision of the classic
cookbook since 1997. That year’s version
included three recipes for tomato soup,
all of which called for fresh tomatoes.

No longer. The 2006 edition says

canned tomatoes will do just fine. Conve-
nience foods, once again, have a place in
the kitchen. And the “Joy of Cooking” is
here to tell you exactly how to do it.

It’s the latest sign that
just because audiences fol-
low the exploits of TV
chefs favoring fresh ingre-
dients and fancy prepara-
tions doesn’t mean that
home cooks are emulating
them in the kitchen. “No-
body has a sous chef, at
least not anybody I know,”
says Susan Moldow, pub-
lisher of CBS Corp.’s Scrib-
ner imprint, which is issuing
the book. “People are back to
wanting to be able to get a meal
on the table speedily.”

Back in the 1990s, the name-brand-
chef movement was gearing up, with an
accompanying food revolution. Super-
markets started carrying more exotic in-
gredients. Bold new restaurants with in-
novative preparations rippled across the

nation. So it seemed reasonable for “Joy
of Cooking,” long known for middle-of-
the-road comfort food, to tap into the
trend. In turn, Scribner hired a bunch of

food experts. New opin-
ions were solicited. And
chapters were adjusted ac-
cordingly. Much of the
classic work was rewrit-
ten.

Readers of the 1997
book who wanted to make
gazpacho were first treated
to a soliloquy about the soup
in its many forms, begin-
ning with: “There are numer-
ous varieties of gazpacho in
Spain—a white one from Mal-

aga, made with garlic, bread, and
almonds and garnished with green
grapes; a cumin-scented one from Gran-
ada; even a stewlike game-filled version
(called gaspatxos) from Alicante.”

The 1997 edition sold well. There are
about 1.7 million hardcover copies in print.
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By JUSTIN LAHART
And RAFAEL GERENA-MORALES

With oil prices surging, financial mar-
kets gyrating and consumers turning cau-
tious, the risks of recession are rising.

For now, the U.S. economy is still ex-
panding, unemployment is a low 4.6%
and most forecasters predict higher en-
ergy prices and interest rates will slow
the economy—not shrink it.

But this past week’s fighting in the
Middle East is shaking Wall Street’s con-
fidence. The Dow Jones Industrial Aver-
age fell 106.94 points Friday and was
down 3.2% for the week, wiping out most
of 2006’s gains. Stocks of retailers and
home builders, susceptible to rising inter-
est rates and tight-fisted consumers,
sagged. Yields on long-term Treasury
bonds fell below short-term yields, a phe-
nomenon often seen as a harbinger of
recession.

A big worry is surging oil prices,
which have contributed to several past
recessions. Amid the Middle East turmoil
and militant attacks in Nigeria, crude oil
for August delivery rose 33 cents to close
at $77.03 a barrel on the New York Mer-

cantile Exchange Friday, a new nominal
record.

In all, oil prices were up 4% for the
week, hitting stocks of auto makers, air-
lines and other oil-dependent industries.
They also increased the chances that the
retail price for a gallon of regular gaso-
line—which averaged $2.96 on Thursday,
according to the American Automobile
Association—could breach $3.

“Given that the U.S. economy is al-
ready under the weather, the [Middle
East] conflict does carry the potential of
bringing the economy into a recession,”
said Carlos Asilis, a Miami-based portfo-
lio manager for hedge fund Vega Plus
Capital Partners.

In another sign of a slowdown, the
Commerce Department said Friday that
retail sales in June slipped by a season-
ally adjusted 0.1% to $363.8 billion, led by
a 1.4% fall in sales of autos and parts.
Excluding sales of autos—and price-
driven increases in gas-station sales—re-
tail sales were up just 0.1%, far short of

Please Turn to Page A6, Column 1

Continuing Mideast violence com-
bined with weak economic data to rat-
tle markets. Stocks fell again and oil
prices continued to climb. A3, B1, B6

—Online Today—
WSJ.com/OnlineToday

Global Outreach: Some U.S. mu-
seums are expanding their mar-
keting efforts overseas, reach-

ing out to tourists from emerging mar-
kets like China to attract new visitors.

i i i
n Family Matters: Author Julia Glass on
modern marriage, being old-fashioned,
and putting 9/11 into a literary context.

Week Ahead: Steve Jobs (right)
gives an iPod update—a.k.a.
Apple’s third-quarter
earnings. Also, caution
as the year’s big air show
takes off. PAGE A2

Hot Topic: As the G-8 meets in
St. Petersburg, does Russia still
matter? A6
REVIEW & OUTLOOK, A8

The speedy-player hazard:
Slow golfers top many
complaint lists, but players
hell-bent on hurrying are just as
much a pain as glacial plodders.
In praise of a little deliberation.
GOLF JOURNAL, P3

Breakingviews: Detroit needs a
radical fix. How about a
GM-Ford merger? B16

n ISRAEL SLASHED Lebanon supply
routes, but took a sharp blow at sea.

Hezbollah succeeded in hitting an
Israel blockade ship off Beirut with
a bomb-laden drone aircraft, causing
severe damage and leaving several
crewmen missing. It also continued
raining Katyushas on northern Israel,
killing two. The death toll was higher
in Lebanon, where Israeli planes sys-
tematically cut roads and did further
damage to the international airport
in the capital. They attacked offices
of Hezbollah’s leader in a southern
suburb, but Nasrallah survived and
boasted about the ship attack on TV.
Bush spoke to Lebanon’s premier by
phone, but refused to demand Israel
cease fire. The crisis could consume
the weekend G-8 summit. (Page A3)

Gaza militants broke open a cross-
ing to Egypt to let hundreds of Pal-
estinians, stranded when the border
was shut over Israel’s incursion last
month, go home. Some died waiting.

i i i
n Iraqi sectarian fighting raged on,
as attacks targeting Sunni and Shiite
mosques left 16 dead in Baghdad and
five Shiite pilgrims were killed on a
Karbala-bound jitney. In Kirkuk, 12
Iraqi policemen died in an ambush.

i i i
n India’s premier said Mumbai train
bombers had help from inside Paki-
stan, and peace efforts could stop if
Islamabad fails to end such activity.
n A top Shiite cleric was killed by a
suicide bomber in Karachi, sparking
some rioting. Today’s funeral could
see wider, possibly anti-U.S., unrest.

i i i
n Sri Lankan Tamil rebels killed at
least 12 government soldiers and lost
four of their own in one of the worst
battles since a 2002 truce unraveled.

i i i
n Gay-marriage foes won two more
legal victories as a federal court re-
instated Nebraska’s ban and Tenne-
see’s top court cleared a vote on one.
n Frist predicts Senate passage next
week of a stem-cell bill that may set
up a battle with Bush. The line-item
veto may also stir a fight. (Page A5)

i i i
n The IRS said a delay by Computer
Sciences in finishing software to re-
view returns for fraud has cost up to
$300 million in tax revenue. (Page B4)

i i i
n New York police reportedly stepped
up World Trade Center-site patrols,
suspecting a recently unearthed ter-
ror plot targeted its “bathtub” walls.
n An envelope with white powder was
sent to the New York Times, along
with an editorial defending Bush sur-
veillance coverage. It tested harmless.

i i i
n NATO’s next military chief is to be
Gen. Bantz Craddock, who as head
of the U.S. Southern Command over-
saw Guantanamo’s terror-war prison.

i i i
n A heat wave in Japan killed three
and sent hundreds to hospitals. The
U.S. government reports record-high
January-through-June temperatures.

i i i
n Carbon monoxide killed an elderly
member of a Lutheran group while
sickening dozens at a college dorm
in Virginia. The source wasn’t known.

i i i
n School vouchers’ rationale is chal-
lenged by findings of an oft-delayed
federal study that compares private-
and public-school students. (Page A5)

i i i
n Cancer researchers found a blood
test for lung cancer shows promise of
easier, earlier diagnoses, according
to the Journal of Thoracic Oncology.

i i i
n Shuttle Discovery is scheduled to
undock from the space station today,
do a last check for any heat-tile dam-
age, and land in Florida on Monday.

i i i
n The NAACP laid a stone at Harp-
er’s Ferry, W. Va., to honor abolition-
ist John Brown’s 1859 bid to spark a
slave revolt by seizing federal arms.

THE DOW INDUSTRIALS
suffered their third straight

drop of over 100 points, hurt by a
retail-sales decline and lower-than-
expected consumer confidence.
The average fell 106.94 points to
10739.35, bringing it down 3.2% on
the week and up just 0.2% for the
year. Stocks were also pressured
by the escalating Mideast conflict,
which boosted oil prices to a fresh
Nymex high of $77.03 a barrel.

(Articles on Pages A3, B1 and B6)

i i i
n The risk of recession in the
U.S. is rising amid surging oil
prices, gyrating financial mar-
kets and weaker retail sales, ac-
cording to some forecasters.

(Article in Column 3)

i i i
n Japan’s central bank abandoned
its zero-interest-rate policy, a sign
it believes the economy has en-
tered an era of healthy growth.

(Article on Page B6)

i i i
n Two former specialists at Van
der Moolen were convicted of se-
curities fraud for trades that put
the firm’s interest ahead of clients.

(Article on Page A3)

i i i
n GE’s earnings rose 4.4%, but
shares fell to near a 52-week
low on investor disappointment
over thinner profit margins.

(Article on Page A2)

i i i
n Chrysler, GM and Ford are
finding a muted response to dis-
count deals, suggesting the auto
makers could face more trouble.

(Article on Page A2)

i i i
n Broadcom expects to take a
charge against earnings going
back to 2000 for a least $750 mil-
lion due to stock-options practices.

(Article on Page A4)

i i i
n Warburg Pincus and Cinven
have won the auction for Dutch
cable-TV company Casema with
a joint bid of $2.66 billion.

(Article on Page A2)

i i i
n Petco agreed to be acquired
for $1.68 billion by private-equity
firms Leonard Green and Texas
Pacific. Its shares surged 43%.

(Article on Page B3)

i i i
n Rosneft priced its IPO at $7.55
a share, valuing the oil concern
at $79.8 billion in the largest is-
sue ever for a Russian company.

(Article on Page B5)

i i i
n Citibank Japan was ordered
to improve its operations after
computer problems affected nearly
100,000 customers earlier this year.

(Article on Page B2)

i i i
n Commuter airline Mesaba can
reject its labor contracts with
10 days notice and impose new
terms on workers, a judge ruled.

(Article on Page A2)

i i i
n German regulators stepped up
a probe of possible insider trading
in EADS shares and are also prob-
ing potential disclosure violations.

(Article on Page A5)

i i i
n A former Merrill analyst pleaded
guilty to giving two Goldman ex-
employees information on deals.

(Article on Page B3)
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Pressures Mount

Warning Signs

Reinventing
Department Stores
Luxury chains chase a
new generation—but risk
turning off the older ones.
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Rising Risk
Based on a model by a Federal Reserve 
economist, odds of recession are up.

Note: Based on yields on three-month and 10-year 
Treasurys, federal-funds rate target

Source: the Federal Reserve

recessions

t s

Lincoln, Jefferson
and Borglum
An artist battled rival
plans, budgets and stone
cracks to sculpt Rushmore.
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A Safety Zone
For Your Assets
Simple steps investors can
take to protect themselves
in the wake of legal changes.
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