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A besieged President Bush again defended his administration's handling of the wars in Iraq and against terrorism, a defense that included another warning shot over Iran's bow.

Mr. Bush's poll numbers are near all-time lows, with most Americans doubting his performance on Iraq and some even starting to doubt his handling of terrorism, where he has typically received the highest marks. Against that backdrop, and hounded by a host of politically damaging controversies, including his latest pick for the Supreme Court and investigations of some Republican leaders, Mr. Bush made the latest of many recent speeches about the wars in Iraq and on terror1. He cited progress in Iraq and expressed optimism about the chances of creating a fully functioning democratic state there. He said that al Qaeda leader Osama bin Laden agrees with him that Iraq is the "central front in our war on terror." And he again rejected calls to leave Iraq, saying that to do so would give terrorists a platform for future attacks. Some experts have recently noted that Iraq has already become a training ground for terrorists, and some critics say that wouldn't have been possible without the 2003 invasion of Iraq.

Mr. Bush also cited progress in the broader war on terrorism and called for Islamic leaders to take more of a stand against violent extremism. Notably, Mr. Bush also gave pointed warnings to Iran and Syria, calling them backers of terror, in familiar language that must have sounded fairly ominous in Tehran and Damascus. "Any government that chooses to be an ally of terror has also chosen to be an enemy of civilization," he said. "And the civilized world must hold those regimes to account." His remarks came just hours after Prime Minister Tony Blair said there was evidence that Iran or Lebanon's Hezbollah militants were helping insurgents in Iraq. Iran quickly denied the charge, which came at a time of increasing tension between Tehran and the West. Meanwhile, violence continued apace in Iraq, as a series of attacks killed 21 people, including one U.S. soldier.

* * *

GE Agrees to Clean up Hudson
General Electric agreed to dredge PCBs2 from the Hudson River, ending a long-running spat with the federal government. The project, which could cost $500 million, is scheduled to start in spring 2007. It had been delayed for years, as GE and the government tussled over how to proceed. GE dumped about 1.3 million pounds of PCBs, a transformer coolant believed to cause cancer, into the river before the government banned the substance in 1977. GE will pay about $78 million of the cleanup costs and has already paid about $37 million.

* * *

Retail Sales Sluggish in September
Major U.S. retail chains reported mediocre September sales growth3, as hurricanes and high gasoline prices discouraged consumers from shopping. The world's biggest retailer, Wal-Mart, which has cried foul about high gas prices lately, enjoyed a sales surge for stores open at least a year ("same-store" sales, in the vernacular), thanks to demand for bottled water and other post-disaster necessities. Fellow discounters Target and Costco also had good months. Otherwise, some old, familiar themes in the retail sector repeated themselves. High-end chains such as Nordstrom, Saks and Neiman Marcus, thrived, as did teen clothiers such as Wet Seal, Bebe and Abercrombie & Fitch. The Gap, on the other hand, had yet another bad month, as did Talbots and Ann Taylor. Retail sales are only part of total consumer spending, but they're a helpful measure of how consumers are behaving. Unless job growth continues to recover and energy prices retreat, they may stay cautious in the months to come.

Weekly claims for unemployment benefits jumped last week4, the Labor Department said, topping economists' forecasts. The effects of Hurricanes Katrina and Rita are still playing havoc with the numbers and will also probably have a big effect on September unemployment and payroll figures, due from the Labor Department tomorrow. Economists, on average, estimate that nonfarm payrolls fell by about 172,000 jobs in the month, and that the unemployment rate jumped to 5.1% from 4.9%.

* * *

Merck Touts Success of HPV Vaccine 
Merck said late-stage studies showed Gardasil, its experimental human papillomavirus vaccine, was nearly 100% successful5 in preventing lesions that can lead to cervical cancer. Merck said it plans to apply for Food and Drug Administration approval of the drug later this year. The drug could be a new blockbuster for Merck, which sorely needs one in the wake of its many troubles with arthritis-pain drug Vioxx. It may eventually compete with another vaccine, Cervarix, made by GlaxoSmithKline and MedImmune. Cervarix was more successful than Gardasil in early-stage trials, but may be approved after Gardasil. Cervarix does not protect against the genital warts caused by HPV, as Gardasil does. Merck shares rose nearly 2%.

* * *

Stocks Fall Again
U.S. stocks recovered, but only briefly, after a brutal three-day selloff that took the Dow Jones Industrial Average to its lowest level since early July. After an early rally, the Dow industrials fell about 9 points6 today, with about 992 million shares changing hands on the Big Board. Shares of Dow component GE jumped nearly 3% after the conglomerate boosted its profit forecast for the rest of the year. The Nasdaq fell about 6 points7, while the S&P 500 fell about 2 points. Crude-oil prices dropped8 again to nearly $61 a barrel on the New York Mercantile Exchange, their lowest level in two months, as traders worried that demand for petroleum products is falling. Treasury bond prices fell9, pushing the yield on the 10-year note closer to 4.4%. The dollar fell against the euro10 and the Japanese yen. Major European stock11 markets were lower, as were major Asian markets12, mostly in reaction to yesterday's U.S. market selloff.

* * *

ECB Leaves Rates Unchanged
The European Central Bank left its target for a key lending rate unchanged13. The ECB is walking a tightrope between economic weakness in key European economies on the one hand and uncomfortably high inflation on the other. ECB President Jean-Claude Trichet sounded more hawkish about inflation, but only slightly, a sign that he may not be in a hurry to raise interest rates.

Write to Mark Gongloff at mark.gongloff@wsj.com14.
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