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The Quirk

Lenin on the communist
block as Hungary bids adieu
to an ‘extinct era.’ Page 29

World Watch
A comprehensive rundown of
news from around the world.
Pages 30-31

Editorial
& Opinion

Russia’s jet sales to China
that shouldn’t be ignored.
Page 12

Ireland’s
aid deal
faces vote
next week

DUBLIN—Ireland’s Prime
Minister Brian Cowen said
Thursday that he will put the
country’s €67.5 billion ($89.34
billion) financial-aid package
to a parliamentary vote on
Wednesday, saying that it will
lend political legitimacy to
the deal and force opposition
parties to support the pack-
age or offer alternatives.

Sufficient support this
week for the austerity budget
bodes well for the vote, which
isn’t a requirement of the
package assembled by the Eu-
ropean Union and the Interna-
tional Monetary Fund. A per-
son close to the ruling
coalition said they were “con-
fident” that next week’s mo-
tion on the EU-IMF deal
would be passed, “having just
seen through one of the most
difficult budgets in the state’s
history.”

The Irish stock market
rose 0.9% Thursday, indicat-
ing that investors aren’t trou-
bled by the prospect of a
close vote on the EU-IMF

Please turn to page 6

BY QUENTIN FOTTRELL

Protesters demonstrating against proposed tuition-fee increases set fire to a security hut in London’s Parliament Square on Thursday.

Press Association

U.K. vote on fee boost
sparks violent protests

LONDON—The U.K.’s coali-
tion government narrowly
won a vote to raise the cap on
tuition fees, a key political
victory that came against a
backdrop of large-scale and
sometimes tense student pro-
tests outside Parliament.

Outside Parliament, as po-
lice helicopters buzzed over-
head, tens of thousands of
students gathered to protest
the cap increase in a demon-
stration that turned violent.
Pushing and shoving between
police and protesters intensi-
fied after the vote concluded.

A spokesman for the
Prince of Wales said the car
was attacked when Prince
Charles and his wife were on

their way to the theater, but
that both were unharmed. He
said one of the car windows
was cracked but could not
give any further details on the
incident. Wire service photos
showed a cracked window and
paint splashes on the car.

The vote was the first ma-
jor test of the coalition gov-
ernment, led by the Conserva-
tive Party and Prime Minister
David Cameron, since it took
office in May.

The issue has been a diffi-
cult one for the coalition’s ju-
nior partner, the Liberal Dem-
ocrat party, whose lawmakers
pledged before May’s election
to vote down an increase in
fees.

The vote on tripling the
annual cap on annual fees to
£9,000 ($14,180) passed by

323 to 302 and will now go to
the House of Lords.

The 21-vote edge was well
below the 84-vote edge the
coalition government would
normally expect in passing
legislation.

The slim margin of the
government’s win may raise
doubts about the coalition’s
ability to stay the course over
the next 4½ years at a time of
deep austerity to pare the
U.K.’s huge budget deficit.

On Thursday after-
noon—shortly before the
vote—Mike Crockart, Liberal
Democrat lawmaker for Edin-
burgh West, resigned from his
unpaid position as ministerial
aide over the fees proposal.

“I have always believed
that access to higher educa-
tion is the key to narrowing

the gap between the richest
and poorest in society and I
cannot therefore vote for a
system which I believe puts
barriers in the path of able
students,” he said in his letter
of resignation.

As expected, the Liberal
Democrats split three ways on
the vote. Among Liberal Dem-
ocrat lawmakers, 27 voted in
favor, 21 voted against, and
eight abstained, including two
who were abroad.

Seventeen of those sup-
porting the bill were minis-
ters, while those who voted
against included former lead-
ers Charles Kennedy and
Menzies Campbell and party
President Tim Farron.

Jenny Willott, a Liberal
Democrat ministerial aide,
voted against and stepped

down.
Lee Scott, a Conservative

ministerial aide to Transport
Secretary Philip Hammond,
stepped down after abstain-
ing. Former leadership candi-
date David Davis was among
six Conservatives who op-
posed the bill.

John Denham, business
spokesman for the opposition
Labour Party, said “this is a
moment of no turning back
for [Liberal Democrat leader
and Deputy Prime Minister
Nick Clegg] and the Lib Dems.
They have lost all credibility
with the country and cannot
now claim to be a party of
fairness.”

Alongside Mr. Clegg, all 17
Liberal Democrat ministers
had pledged Tuesday to back

Please turn to page 4
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Dell buries
speculators six
dollars under

Michael Dell should try his hand
at Texas Hold ’Em. He clearly has
the nerve to call a bluff.

Dell’s potential $27.50 take-un-
der offer for storage-firm Compel-
lent Technologies comes at a whop-
ping 18% discount to Wednesday’s
close. After blowout bids for 3Par
and Isilon Systems, Dell is reinject-
ing some sense into the hyped sec-
tor. For investors, it is a reminder
not to get carried away by takeover
talk.

At the start of this week, Com-
pellent shares already were up 140%
since Dell’s original 3Par bid lit a
fire under the sector in August.
Then Compellent’s finance chief sud-
denly canceled an engagement at a
technology conference, and specula-
tors pushed the stock even higher,
expecting an imminent deal.

But Dell and Compellent reined
in price expectations with a joint
statement of deal talks pitched well
below the market price.

That would mean a relatively so-
ber valuation of four times next
year’s revenue, says Stifel Nicolaus
analyst Aaron Rakers. 3Par and Isi-
lon sold for double that to Hewlett-
Packard and EMC.

With shares trading about 6%
above the suggested offer price,
speculators haven’t folded just yet.
But Dell is playing a solid hand.
Given that rivals H-P and EMC al-
ready have agreed to storage deals,
there are few obvious buyers for
midrange storage specialist Compel-
lent, which isn’t as desirable as
higher-end rivals 3Par or Isilon, any-
way.

Dell would be settling for a less-
attractive option. But Gartner ana-
lyst Roger Cox says that selling its
own midrange product, rather than
continuing to resell one of EMC’s,
could help Dell’s gross margins in
the business to triple.

Dell still faces an uphill battle
against larger rivals with more com-
plete product portfolios, but inves-
tors should take comfort it isn’t go-
ing all-in with their precious capital.

—Rolfe Winkler

Fed’s success is in the eye of the investor
Define “failure.” That is important

in assessing the Federal Reserve’s
latest bond-buying program and the
accompanying surge in Treasury
yields.

Measured by one ostensible goal
of lowering interest rates, the pro-
gram has flopped. The yield on 10-
year Treasurys has risen about
0.7 percentage point since the Fed in
early November announced it would
purchase $600 billion worth of Trea-
surys. For investors, that means the
value of the bonds has dropped
nearly 5.5%, while the price of the
30-year bond, which is more sensi-
tive to changes in yield because of its
longer duration, has fallen more than
7%.

But the ultimate goal of lower
rates was to boost economic growth.
In that sense, the Fed’s drastic ac-
tions were a form of economic insur-
ance—or a huge roll of the dice, de-
pending on your point of view. When
it comes to bolstering growth pros-

pects, or at least investors’ belief in
them, the Fed may earn a better
grade.

As the Fed formalized its plan to
buy government bonds, the economy
was likely beginning to gather some
steam after a summer slowdown. Yet
that was far from certain. The Fed
wanted to reinflate asset prices in a
bid to juice confidence. And it was
keen to act quickly because it saw no
fiscal stimulus for the economy from
a gridlocked Congress.

The economy has since shown
signs of improvement, and a tax-cut
compromise is at hand, though there
is still some uncertainty about
whether congressional Democrats
will go along with it. Not only would
that avoid the economic drag from
an effective tax increase, but the po-
litical deal includes what TD Securi-
ties estimates is an additional $300
billion in fiscal stimulus. That comes
from a payroll-tax cut and other
measures markets hadn’t expected.

If investors are pushing Treasury
yields higher because they believe
better economic days are indeed
ahead, and stocks and other assets
are rising in value, that is the kind of
failure the Fed can probably live
with. In fact, its bond buying last

year pushed Treasury yields sharply
higher. They slumped again shortly
after the buying ended.

The danger is that fears of defla-
tion are overblown and the Fed need-
lessly jumped the gun, eroding its
credibility. Any loss of credibility,
hard-won under Paul Volcker,
wouldn’t bode well if investors push
yields even higher in anticipation of
rising inflation. Such a move could
start to again drag on economic
growth. If its words start to carry
less weight, the Fed would have to
act more aggressively.

Equally worrying is the thought
politicians will take advantage of the
Fed’s commitment to money printing
to avoid dealing with runaway defi-
cits. In the first six months of next
year, the Fed’s bond buying should be
roughly equivalent to net issuance of
Treasurys, according to FTN Finan-
cial. That is a scary thought indeed,
both for investors and the Fed.

—David Reilly

It’s a pipe dream for insurers in China
Is China the promised land for in-

surers? Back in 2001, when restric-
tions on foreign firms were lifted, it
certainly looked that way. But the in-
dustry’s high hopes are waning.

Dutch insurer Aegon will restruc-
ture its loss-making Asian business.
Aegon still sees opportunity in
China, but for the bulk of foreign in-
surers, turning a profit there will be
a struggle.

Chinese opportunities appear
mouth-watering. Insurance penetra-
tion is low. China is already the
world’s sixth-largest insurance mar-
ket by premiums, with annual
growth of 15% expected in coming
years.

But foreign insurers’ operations
there are restricted. Virtually all
must operate in a joint venture with
a local partner. Domestic firms can
apply for national licenses; foreign
players must apply to expand sepa-
rately in different regions. The com-
bined market share of foreign life in-
surers is just 5%; that of property

and casualty insurers is just 1%. Both
figures have fallen in the last five
years.

Some insurers are happy with a
small slice of a very large pie. But
competition is fierce: 27 foreign life
companies and 18 property-and-ca-

sualty players compete with home-
grown behemoths such as China Life
Insurance and Ping An Insurance.

No major foreign firms have
pulled out of China to date, but
many are considering their options.
Foreign insurers expect no imminent
growth in their market share. They
anticipate greater competition from
banks, which are gradually entering
the insurance market. And the ma-
jority of foreign firms Pricewater-
houseCoopers surveyed in Septem-
ber said they believed their Chinese
partners would like to leave the joint
venture.

Foreign insurers’ best bet might
be to own a minority stake in a less-
fettered local operator, as Zurich Fi-
nancial Services and Ageas do. Al-
ternatively, some areas of the mar-
ket, such as reinsurance, enjoy fewer
restrictions than life or general in-
surance. But for the majority of for-
eign players, dreams of Chinese
profits will remain just that.

—Hester Plumridge

Source: Ryan ALM via WSJ Market Data Group
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The 1987 “Wall Street” film
sparked a sequel this fall. Has it
now spawned a real-life copycat?
The SEC has charged a business
consultant and his uncle with trad-
ing on inside knowledge, distrib-
uted using coded language like that
used in “Wall Street”—a movie
about insider trading gone bad.

Brett A. Cohen and his uncle
David V. Myers allegedly received
inside information from Cohen’s
fraternity brother, who was tipped
off by his actual brother about a
deal at biotech firm Sequenom.
Lawyers for Mr. Cohen and Mr. My-
ers didn’t return calls seeking com-
ment. An email to Cohen asked,
“[a]ny word related to Blu
H@rsesh0e? La Jolla says the
times are ripe.” In “Wall Street,”
the phrase “Blue Horseshoe loves
Anacott Steel” is used. The frat
brother’s brother lived and worked
near La Jolla, Calif. When trying to
dodge the SEC, perhaps keeping it
in the family isn’t enough.

OVERHEARD

Aegon sees opportunity in the East.
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Three steps to survival for euro zone

Three steps are needed to
rescue the euro, and possibly the
European Union as a whole, from
quickly collapsing in a wave of
disorderly sovereign defaults and
bank failures.

First, the size of the liquidity
facilities providing temporary
financial support to vulnerable
nations must be increased to €2
trillion ($2.64 trillion), of which at
least half should be funded
immediately. The current liquidity
facilities stand at €860 billion. But
because of the desire to maintain
a triple-A credit rating for the
largest component, the €440
billion European Financial
Stability Facility (EFSF), the
amount actually available to lend
is only between €560 billion and
€610 billion.

To this one can add the €67
billion worth of outright
purchases (thus far) by the
European Central Bank of euro-
zone periphery sovereign debt.
But even with that the total
available is only between €727
billion and €777 billion.

That would do nicely to tide
over Greece, Ireland and Portugal
till mid-2013. Then the existing
facilities expire and will be
replaced by a permanent
mechanism for the resolution of
crises, designed to permit the
(more) orderly restructuring of
both old and new sovereign debt,
through maturity extensions and
haircuts for the creditors.
However, it is probably not
enough to fully fund the potential
requirements of a troubled
Spanish economy. It also falls well
short of what would be needed to
fund the countries like Italy,
Belgium and France, should they
be frozen out of the markets by a
self-reinforcing and self-fulfilling
wave of rising risk aversion and
panic—and it certainly is not
enough to deter such attacks.

Members of the euro, and even
the EU as a whole, cannot in
practice come up with an

immediate €1 trillion. The
International Monetary Fund is
also not allowed to take part in
any prefunding exercise. That
leaves just two sources of possible
funds. The first is non-EU
sovereign-wealth funds. The
second is the ECB. And given the
first option is likely to be
politically unattractive, that leaves
only the ECB.

In principle, the ECB could
provide €1 trillion (or even the
entire €2 trillion) directly to the
countries that need them, by
expanding the scope of its
sovereign-debt purchases on
secondary markets. This need not
involve any increase in the
monetary base. The ECB could
instead expand its nonmonetary
liabilities, including term deposits,
or by issuing ECB bills or bonds.

This direct approach, however,
is unlikely to appeal to the ECB.
Instead, it could provide indirect
support, either by lending to the
EFSF or by purchasing securities
issued by the EFSF directly, or in
the secondary markets. The EFSF
is a private entity (a limited
liability company incorporated in

Luxembourg). But it could be
turned into a bank, making it an
eligible counterparty to the ECB’s
operations, as European
Investment Bank (EIB) already is.
Any debt sold by the EFSF to the
ECB, or any loans provided by the
ECB to the EFSF, could then be
guaranteed by euro member
states—they would be either
E-bonds or E-loans.

Yet simply creating more
liquidity will not be enough to
save Europe. The Irish and
Spanish sovereign-debt crisis is
also a crisis of fiscal
unsustainability and bank
insolvency. Major structural and
fiscal reforms are required in all
fiscally strained countries except
Ireland, where fiscal reforms
suffice.

Any outcome that is fair and
avoids moral hazard must
therefore meet a second condition.
Before a cent of taxpayers’ money
supports systemically important
banks, the last unsecured creditor
must have given his all, either
through haircuts or the conversion
of debt into equity.

At the moment the euro zone
doesn’t have a special insolvency
regime that permits banks
collectively to continue their
systemically important functions
while restructuring the balance
sheets. The American resolution
regime model for banks should be
adopted quickly, preferably at the
EU level, to cope with euro-zone
and EU-wide cross-border banks.

Finally, a new mechanism is
needed for the orderly resolution
of sovereign-debt defaults. Burden
sharing in the correction of an
unsustainable fiscal position
should see creditors share
burdens, as well as taxpayers and
the beneficiaries of government
programs. Fairness and efficiency
both point in the same direction
here, although a variety of
approaches can be used. These
include statutory approaches, for
instance a new IMF-style
sovereign-debt restructuring
mechanism. Contractual
approaches involving collective
action clauses, and other market-
based approaches, could also be
used—including deeply discounted
“voluntary” exchanges of
sovereign debt for new
instruments.

The result of these steps would
see interest rates rise and access
to market funding impaired for
euro-zone banks and sovereigns
when bank or sovereign-debt
restructuring with private burden
sharing is anticipated by the
markets, but not yet implemented.

This argues for the earliest
possible restructuring of both
bank debt and sovereign debt,
and for the aggressive use of the
newly enlarged liquidity facilities,
including potentially large-scale
financial support to prevent
fundamentally solvent banks and
sovereigns being tripped into
unnecessary default by lack of
market access.

Without such policy actions the
euro, and possibly the EU, may not
survive much beyond 2011. The
political cement holding them
together may erode should there
be disorderly and, in part,
unwarranted sovereign defaults.

The solutions are technically
simple and politically difficult.
This is apparent from the
spectacle of the ECB and the euro-
zone fiscal authorities engaging in
a game of “chicken” about who
will pick up the tab for the
financial rescues.

Let’s hope our leaders are up to
the job.

The author is chief economist
for Citi.

The euro symbol outside European Central Bank headquarters in Frankfurt.
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1. Tycoons to Give Away Fortunes
2. Hackers Rise for WikiLeaks
3. India Wants Apology for
Diplomat Pat-Down
4. IPads Aid Medical Sales
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Most emailed in Europe
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Loo Awards Are Too Serious

Tech Europe
europe.wsj.com/techeurope

‘We want to make
the electric car a
platform for
innovation. It’s a
huge opportunity.’
Renault’s Carlos Ghosn on why cars
could be next frontier for entrepreneurs

Continuing coverage

Get news and analysis on
stories making headlines
in Britain at wsj.com/uk

Question of the day

Will the Giving Pledge
generate new money for
charity or is it mostly for
public-relations value?
Vote online at wsj.com/polls

Previous results

Q: Would you use an
Internet do-not-track’ tool
if it were included in your
Web browser?
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The ripple effect of a
canceled flight is far-
reaching. 27

Game on: Italian
football strike averted
at the last minute. 28

n A court in Italy convicted
Calisto Tanzi, the former
owner and CEO of Parmalat,
for the fraudulent bankruptcy
of the dairy giant. Tanzi, who
founded the firm, was sen-
tenced to 18 years in jail. 19

n The U.K. aims to raise $4
billion a year through a levy
on banks, with the five major
British lenders paying half of
that total, according to final
draft legislation. 19

n The ECB warned govern-
ments they risk unleashing
an “unsustainable debt spi-
ral” in financial markets if
they fail to keep pledges to
cut budget deficits. 6

n Diageo is in early talks to
buy Mey Icki, a deal that
would value the Turkish spir-
its company at as much as
$2.5 billion. 19

n A power disruption forced
Toshiba to halt some opera-
tions at a chip plant, possibly
causing a 20% drop in ship-
ments to firms like Apple
over the next two months. 20
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BY WILLEM BUITER

ONLINE TODAY

Major structural and fiscal
reforms are required in all
fiscally strained countries
except Ireland.
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Autos

n Fiat’s chief executive said time
is running out on talks with
unions on a labor contract for the
company’s Mirafiori plant in Italy,
and the car maker is considering
plans to move production to other
plants if a deal isn’t reached in
the coming weeks.

n Toyota said it will ramp up pro-
duction capacity in Thailand and
Argentina as it attempts to take
advantage of growing auto de-
mand in less expensive emerging
markets to offset the high cost of
doing business at home.

n China’s passenger-vehicle sales
rose 29.3% in November from a
year earlier to 1.34 million units,
the China Association of Automo-
bile Manufacturers, a semi-official
organization, said.

i i i

Banks

n The U.K.’s five major banks will
each pay hundreds of millions of
pounds to the U.K. government
each year as a charge for their
risks to the economy, under newly
released final draft legislation.
The bank levy aims to raise £2.5
billion ($3.95 billion) a year from
2012 and is part of the govern-
ment’s 2011 Finance Bill.

n Standard Chartered said it is
on track to achieve record income
and profits in 2010, but analysts
expressed concerns over rising
costs and questioned the speed of
the investments that the bank is
making.

n Chongqing Rural Commercial
Bank raised US$1.48 billion in its
Hong Kong initial public offering
after pricing the shares in the
middle of the indicative range, a
person familiar with the situation
said. The bank sold 2.186 billion
shares at 5.25 Hong Kong dollars
(67.6 U.S. cents) each, the person
said.

i i i

Chemicals

n Bayer said it plans to invest
around €1 billion (US$1.33 billion)
to double its polymer-production
capacity in China over the next
five years. Bayer said Bayer Mate-
rialScience will invest in five sep-
arate expansion projects at the
company’s manufacturing base in
Shanghai to meet rising demand.

i i i

Construction

n Skanska, the Swedish construc-
tion company that helped build
such London landmarks as the
“Gherkin” tower and the M25
ring-road, announced plans to en-
ter the U.K. housing market. The
company, whose name adorns
commercial construction sites
across the country, currently is
negotiating its first land deals.

n A decision by Hochtief to allow
Qatar Holding to acquire a 9.1%
stake in the German construction
company was described as a give-
away by a major shareholder, who
called on executives responsible
for the move to quit immediately.

i i i

Consumer goods

n Helen of Troy agreed to acquire
closely held Kaz, a maker of
brand-name health-related prod-
ucts such as humidifiers and air
filters, for $260 million. Kaz mar-
kets its products under license
from companies such as Procter &
Gamble and Honeywell Interna-
tional. Its items include thermom-
eters and humidifiers as well as
lawn-and-garden wares.

i i i

Defense

n BAE Systems said it plans to
cut more than 1,300 jobs in the
U.K. due to the impact of the gov-
ernment’s defense review on its
operations. The London-based de-
fense giant said most of the job

losses are associated with the de-
cision to scrap the Nimrod and
Harrier aircraft, which the govern-
ment announced in its Strategic
Defence and Security Review.

i i i

Drinks

n Diageo is in early-stage discus-
sions to buy Mey Icki, a deal that
would value the Turkish spirits
company at between $2 billion
and $2.5 billion and expand Dia-
geo’s push into fast-growing
emerging markets, people familiar
with the matter said.

n Brown-Forman, owner of
brands such as Jack Daniel’s whis-
key and Finlandia vodka, said its
fiscal second-quarter earnings
rose 5% to $154 million as the al-
coholic-beverages maker posted
stronger sales and margins, driven
by the performance in its interna-
tional business.

i i i

Financial services

n BH Credit Catalysts said it
raised $160 million on the London
Stock Exchange for the first hedge
fund vehicle to be listed in Europe
since the financial crisis.

n MasterCard agreed to buy the
prepaid-card program manage-
ment operations of foreign-ex-
change group Travelex for at least
£290 million ($458.4 million),
adding to its prepaid-business as-
sets.

n South Africa’s Kagiso Trust In-
vestments and TisoGroup said
they plan to merge in a deal that
would create a black-owned in-
vestment company with a gross
asset value of more than 12 billion
rand ($1.73 billion).

i i i

Food

n Smithfield Foods swung to a
bigger-than-expected profit in its
fiscal second quarter after year-

earlier results were hurt by losses
at its hog-production unit, with
the world’s largest pork proces-
sor’s latest results helped by low
supplies pushing up prices. For
the quarter ended Oct. 31, Smith-
field reported a profit of $143.7
million, compared with a prior-
year loss of $26.4 million.

i i i

Media

n Ten Network Holdings believes
it can handle any potential con-
flicts of interest relating to the ar-
rival of three representatives of
rival media companies on the
board, outgoing Executive Chair-
man Nick Falloon said at the com-
pany’s annual general meeting.

i i i

Metals and mining

n Freeport-McMoRan Copper &
Gold announced plans to pay a $1-
a-share special dividend and enact
a two-for-one stock split as shares
have quintupled the past two
years.

n Canada-based Ivanhoe Mines
said it reached an agreement with
global miner Rio Tinto to secure
as much as $6.5 billion to develop
the first phase of Mongolia’s mas-
sive Oyu Tolgoi copper and gold
deposit. The mine is forecast to
ramp up to annual production of
more than 450,000 metric tons of
copper and 650,000 troy ounces
of gold ounces a year.

i i i

Pharmaceuticals

n A Pfizer researcher central to
the company’s efforts to expand in
emerging markets is leaving the
company to take on a similar role
at rival AstraZeneca. Steven Yang
will head AstraZeneca’s research
and development efforts for Asia
and in emerging markets. The de-
parture of Yang, who had over-
seen Pfizer’s R&D in Asia, closely
follows the retirement of Chief Ex-
ecutive Jeffrey Kindler, who

stepped down unexpectedly on
Sunday, citing fatigue.

n Roche Holding said novel ex-
perimental compounds that treat
diseases such as schizophrenia
and diabetes could allow it to sub-
mit as many as 10 new medicines
by the end of 2013, helping the
world’s biggest maker of cancer
drugs mitigate the crippling effect
of recent development setbacks.

n Teva Pharmaceuticals and Ac-
tive Biotech reported the success
of their multiple-sclerosis pill
laquinimod in its first late-stage
study. The news is important for
Israel-based Teva, which sells MS
blockbuster Copaxone, as it may
give it a foothold in the emerging
market for oral treatments of the
debilitating disease.

i i i

Retail

n HMV, the U.K. entertainment
retailer, refused to rule out store
closures, following a much wider
first-half loss as it continues to
struggle against cheaper rivals. Its
pretax loss in the 26 weeks to Oct.
23 widened by 66% to £41.3 mil-
lion ($65.3 million) from a £24.9
million pretax loss a year earlier.

n PPR, the French luxury and re-
tail company, said it has entered
into exclusive negotiations with
South Africa-based Steinhoff In-
ternational Holdings to sell it its
Conforama furniture-retail chain.

i i i

Technology

n Dell is in talks regarding the
possible acquisition of data-stor-
age company Compellent Technol-
ogies, with the potential deal val-
ued at about $900 million.

n ASML Holding, the Dutch semi-
conductor-equipment maker, said
the rising popularity of smart-
phones and tablet computers has
led to a stronger demand for its
lithography equipment, and now
expects fourth-quarter orders to
exceed €2 billion ($2.65 billion),
compared with its forecast in Oc-
tober that they would exceed the
€1.3 billion achieved in the third
quarter.

n EBay might have to change the
way it protects L’Oreal’s trade-
marks after Europe’s highest court
said the cosmetics company can
prohibit the sale on the auction
site of free samples and products
intended for use outside Europe.

i i i

Telecommunications

n Danish telecom operator TDC
said its main shareholder, NTC, is
selling a stake in the company at
51 Danish kroner ($9.07) a share,
roughly in the middle of the ex-
pected pricing range, in one of the
larger European public stock of-
ferings this year.

i i i

Utilities

n Exelon plans to retire the U.S.’s
oldest nuclear plant by the end of
2019—a decade ahead of sched-
ule—to avoid major environmental
upgrades.

BUSINESS WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/BusinessOsamu Masuko, president of Mitsubishi Motors, pauses during a news conference in Bangkok, where the Japanese auto maker announced it would build a new 16

billion baht ($531 million) factory in the Asian country to assemble a global compact model on a completely new platform starting in March 2012.

Mitsubishi to build its third car plant in Thailand

Bloomberg News
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Tycoons agree to give away fortunes
The billionaire founder of social

network Facebook Inc. has agreed
to give the majority of his wealth to
charity, part of a broader group of
rich entrepreneurs committing to
philanthropy earlier in their lives.

Mark Zuckerberg has signed
onto the “Giving Pledge,” which asks
its signatories to commit publicly to
give away the majority of their
wealth. The 26-year-old is one of 16
billionaires new to the pledge,
which now totals more than 50 do-
nors. New names include AOL co-
founder Steve Case, investor Carl
Icahn and former junk-bond king
Michael Milken.

They join existing pledges made
by wealthy individuals and families
including Oracle Corp. founder
Larry Ellison, film director George
Lucas and New York Mayor Michael
Bloomberg.

The Giving Pledge is an effort or-
ganized by software mogul Bill
Gates and investor Warren Buffett
to persuade the world’s rich to
boost their giving. “I view this as a
call to others who might in their
thirties or forties use some of their
creativity to get involved in philan-
thropy earlier in life,” Mr. Milken,
64, said of the pledge.

Those pledging are part of a
broader shift in philanthropy, in
which successful business peo-
ple—often entrepreneurs— are giv-
ing more of their money to charity
far earlier than their predecessors.

It was a trend that was helped along
by Mr. Gates, who started his foun-
dation while still leading Microsoft
Corp.

Mr. Case, 52, and his wife Jean
Case, 50, said they signed the
pledge because they hoped it would
help philanthropists learn from each
other. “It is less about what size of
a check that you write and more
about the outcome,” Mr. Case said.

Ms. Case said Internet entrepre-
neurs have a unique interest in phi-
lanthropy. “The folks that helped
bring AOL to life were out to change
the world,” she said. “It seems a
natural thing that as they look at
the role they want to play, they are

giving back in big ways.”
Messrs. Icahn and Zuckerberg

weren’t available to comment. In a
video prepared by the Giving Pledge,
Mr. Zuckerberg said, “There’s so
much that needs to be done, it
would be better to start now.”

The Giving Pledge was born in
part from a dislike by Mr. Buffett for
dynastic wealth. Mr. Buffett over
the years has schooled Mr. Gates on
philanthropy, giving him a copy of
“The Gospel of Wealth,” in which
steel tycoon Andrew Carnegie ar-
gued that fortunes were often
wasted by heirs and thus should be
put to charitable use.

Starting last year, Mr. Gates, his

wife Melinda Gates, Mr. Buffett and
other wealthy individuals hosted a
series of dinners for billionaires to
discuss setting up the pledge. That
led to an announcement in June of
the pledge and its earliest signers.

Since then, Mr. Gates, Ms. Gates
and Mr. Buffett have been calling on
billionaires to get their commit-
ment. The pledge doesn’t ask for
specific donations, nor does it track
giving; rather, it asks that pledge
makers commit to giving away the
majority of their wealth.

That proposition at times has
been a tough sell, the pledge found-
ers said. “People are super nice to
us, but there is a certain awkward-

ness because it’s a big decision,” Mr.
Gates said in an interview this week.
“Sometimes the wife and the hus-
band have never really talked
through their priorities on the char-
ity stuff.”

Mr. Zuckerberg, who founded
Facebook in his Harvard University
dormitory before dropping out of
college and working on the business
full time in California, is one of the
world’s youngest billionaires, worth
an estimated $6.9 billion, according
to Forbes. Yet since his wealth is
from his ownership stake in a com-
pany that has yet to list on the stock
market, much of that wealth is theo-
retical at this point.

BY ROBERT A. GUTH
AND GEOFFREY A. FOWLER

Left to right, Mark Zuckerberg, Carl Icahn, Steve Case and Michael Milken, are among 16 billionaires new to the pledge organized by Bill Gates and Warren Buffett.
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Boy is arrested
in Web attacks

Dutch authorities said they ar-
rested a 16-year-old boy suspected
of being involved in attacks on the
websites of MasterCard and Visa
that were allegedly mounted by
sympathizers of document-leaking
website WikiLeaks.

Police arrested the suspect in
The Hague on Wednesday night and
said he had acknowledged being in-
volved in the attacks against the
websites of the two credit-card
companies, according to the Dutch
prosecution office. It added that po-
lice also seized computers and data-
storage devices.

The boy, whom authorities didn’t
name, remains in custody and is due
to appear before a judge on Friday.

Dutch police believe he is part of
a larger group of WikiLeaks sympa-
thizers behind the so-called denial-
of-service attacks, in which comput-
ers flood a server to prevent it from
displaying a Web page, according to
the Dutch prosecution office. It
added that the group conducting the
attacks have named the effort Oper-
ation Payback. The police investiga-
tion continues.

MasterCard Inc. and Visa Eu-
rope, which both recently suspended
payments to WikiLeaks, are among
a growing list of organizations and
individuals that have suffered online
attacks in recent days.

The computer attacks have in-
creased in intensity in recent days
following the arrest Tuesday in Lon-

don of WikiLeaks founder Julian As-
sange in connection with sexual-
misconduct allegations in Sweden.
He has denied the allegations and
hasn’t been formally charged.

WikiLeaks itself has been under
pressure from the U.S. following its
release of thousands of State De-
partment cables and other docu-
ments. Over the past week, a num-
ber of companies that provide
WikiLeaks with various services
have terminated their relationships
with the organization.

The group behind the attacks ap-
pears to be a loose-knit collection of
people identifying themselves as
“Anonymous.”

On Thursday a 22-year-old man
claiming to be a spokesman for the
hackers vowed on British Broadcast-
ing Corp. radio that the attacks
would continue. “I see this as be-
coming a war, but not your conven-
tional war—this is a war of data,”
said the man, identifying himself
only as “ColdBlood.”

Speaking with an English accent,
he said he hasn’t been in contact
with WikiLeaks regarding the cam-
paign, saying that it’s “very hard to
get hold of anyone from WikiLeaks.”

Later in the day, however, a post
on a Twitter page claiming to repre-
sent Operation Payback dismissed
the idea that “ColdBlood” was a
spokesman for the effort.

—Eelco Hiltermann
contributed to this article.

BY CASSELL BRYAN-LOW
AND JEANNE WHALEN

Joining the pledge
Selected billionaires that have
agreed to disburse their fortunes.

� Nicolas Berggruen

� Lee & Toby Cooperman

� Ted Forstmann

� David & Barbara Green

� Lyda Hill

� Sidney Kimmel

� Duncan MacMillan

� Joseph & Rika Mansueto
Source: The Giving Pledge

� Diplomatic cables paint Shell as
critical of Nigeria ................................... 22
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i i i

Euro-Zone Crisis

n The European Central Bank
warned governments they risked
unleashing an “unsustainable debt
spiral” in the financial markets if
they failed to follow through on
their pledges to cut budget defi-
cits. The central bank of the 16
economies that use the euro said
the “overall economic and finan-
cial situation is still fraught with
risks.”

n Ireland’s Prime Minister Brian
Cowen said he will put the coun-
try’s €67.5 billion ($89.5 billion)
financial aid package to a parlia-
mentary vote next Wednesday,
saying that it will lend political le-
gitimacy to the deal and force op-
position parties to support the
package or offer alternatives.
n The country’s opposition par-
ties have criticized the govern-
ment’s handling of the economy
and financial aid package. Sinn
Fein and Labour both said they
will vote against the EU/IMF deal.
n Lawmakers in Ireland’s lower
house of parliament passed the
Social Welfare Bill, a central part
of the government’s €6 billion ($8
billion) budget cuts planned for
next year. The measures are a re-
quirement of the EU/IMF package.

n Fitch Ratings downgraded Ire-
land three notches to triple-B-
plus, citing the costs of the re-
structuring of the banking system
and the loss of access to afford-
able funding in the market.

n France indicated it favored go-
ing slow on proposals to expand a
euro-zone emergency bailout fund
and also opposed the creation of
pan-European government bonds.
The comments from an official on
President Nicolas Sarkozy’s staff,
show Paris throwing its weight
behind Germany’s reluctance to
back two ideas put forward as
ways to douse the debt crisis.

i i i

WikiLeaks Fallout

n Dutch authorities said they ar-
rested a 16-year-old boy suspected
of being involved in attacks on the
Web sites of MasterCard and Visa
allegedly mounted by sympathiz-
ers of document-leaking Web site
WikiLeaks. Police arrested the
suspect in The Hague on Wednes-
day night and said he has admit-
ted being involved in the attacks
against the websites of the two
credit card companies. Dutch po-
lice believe he is part of a larger
group of WikiLeaks sympathizers
that are behind the attacks.

n A top official at Royal Dutch
Shell bragged to U.S. diplomats
that her company infiltrated “all
relevant ministries” involved in its
business in oil-rich Nigeria, a
leaked diplomatic cable released
by WikiLeaks showed. In a re-
sponse, Shell said it is “absolutely
untrue” that it has infiltrated ev-
ery Nigerian ministry affecting its
operations in the country.

i i i

Europe

n The U.K.’s coalition government
narrowly won a vote to raise the
cap on tuition fees, a key political
victory that came against a back-
drop of large-scale and sometimes
tense student protests outside
Parliament. The vote on tripling
the cap on fees to £9,000
($14,227) passed by 323 to 302
and will now go to the House of

Lords. The majority of 21 was well
below the normal majority of 84
votes the coalition government
would normally expect in passing
legislation.

n The U.K. government moved to
ease the tax burden on British
companies with overseas
branches, setting out plans to al-
low them to exempt the profits of
those branches from U.K. corpora-
tion tax. Ministers hope plans for
new rules on the taxation of for-
eign subsidiaries will keep more
companies from moving their
headquarters abroad.

n The Bank of England’s Mone-
tary Policy Committee left its key
interest rate and the stock of its
bond purchases unchanged, and is
unlikely to alter its policy for
many months to come.

n The U.K.’s trade deficit in
goods widened unexpectedly in
October as imports soared to a re-
cord high on purchases of chemi-
cals from several European coun-
tries, official data showed.
n Also, U.K. house prices fell on
an annual basis in November for
the first time in 12 months, as de-
mand for the increasing number
of available properties slipped fur-
ther. House prices fell 0.1% on a
monthly basis and were 0.7%
lower compared with November
2009, according to the Halifax
house-price index.

n British police arrested the sus-
pected killer of Imran Farooq, the
self-exiled Pakistani politician
whose stabbing death in London
sparked riots in Karachi. Scotland
Yard said officers detained a 34-
year-old man at his home in the
north London neighborhood of
Camden for questioning. The man,
who wasn’t identified, was also
being questioned on suspicion of
robbery, police said.

n In Italy, a court in the town of
Parma sentenced Calisto Tanzi,

the former owner of dairy giant
Parmalat Finanziaria to prison for
fraudulent bankruptcy. Tanzi, who
is 72 years old and was the chief
executive of the company, was
sentenced to 18 years in jail.

i i i

U.S.

n U.S. companies continued to
hoard cash in the third quarter,
while households pared back bor-
rowing, according to a Federal Re-
serve report. U.S. nonfinancial
companies had $1.93 trillion
stashed in cash and short-term as-
sets at the end of the third quar-
ter—7.4% of total assets—up from
$1.8 trillion, or 6.9% of total as-
sets. That’s the highest level in
more than 50 years.
n However, household debt fell
by 1.7%, the 10th straight quar-
terly decline, the Fed said in its
“Flow of Funds” data.

n The number of U.S. workers fil-
ing new claims for jobless benefits
fell last week by more than econo-
mists expected. The four-week
moving average, which aims to
smooth out volatility in the data,
fell for the fifth straight week,
signaling the market is slowly re-
covering.
n Separately, the inventories of
U.S. wholesalers rose more than
expected in October, while fast-
growing sales also signaled some
underlying support for the econ-
omy.

n French bank Natixis denied al-
legations made by a trustee seek-
ing to recover assets for victims
of Bernard Madoff’s investment
fraud. A lawsuit is seeking around
$1.4 billion from seven U.S. and
European banks, including Natixis.
At the end of last year, Natixis set
aside €463 million ($614 million)
to cover all of its exposure to Ma-
doff, net of insurance. The trustee,
Irving Picard, is seeking $425 mil-
lion from Citigroup and $400 mil-
lion from Natixis.

n He also filed complaints seek-
ing smaller amounts from Merrill
Lynch—now part of Bank of Amer-
ica, ABN Amro Bank, Banco Bilbao
Vizcaya Argentaria, Nomura Hold-
ings and Fortis.

i i i

Americas

n Haiti’s electoral commission
said it would review the results of
last month’s disputed presidential
election after allegations of fraud
and voter intimidation led to vio-
lent protests when the results
were announced. The Haitian Pro-
visional Electoral Council said
that it would set up a “commis-
sion of verification” to review
votes for the top three candidates
in the Nov. 28 election.

i i i

Asia

n North Korean dictator Kim
Jong Il met a delegation of high-
level Chinese officials, but neither
country indicated a change of po-
sition over the North’s recent at-
tack of a South Korean island and
China’s neutrality about it.
n Earlier, North Korea made its
most direct statement about its
motivation for the Nov. 23 attack
on the South’s Yeonpyeong Island,
claiming possession of all the wa-
ters around the island in the Yel-
low Sea.

n China blocked access to several
foreign media outlets and fired
fresh criticism at the U.S. on the
eve of a ceremony to award the
Nobel Peace Prize to Liu Xiaobo, a
jailed Chinese dissident.

n In Taiwan, a senior defense of-
ficial said the island had begun
mass production of a long-range
cruise missile that could reach
mainland Chinese cities. The com-
ments by Chao Shih-chang, a Tai-
wanese deputy defense minister,
confirm years of speculation that
the island was developing the Hsi-

ungfeng 2E, also called the Chic-
hun, a cruise missile that military
analysts say has the capability to
strike well within China’s borders.

n Japan raised the reading for its
third-quarter economic growth,
citing stronger-than-estimated
business investment, but the revi-
sion isn’t enough to dispel the
gloom that other recent indicators
have been casting over the econ-
omy’s prospects.

n India expects Washington to
apologize for the patting down of
the Indian ambassador to the U.S.
during a security check at an air-
port in Mississippi, a senior In-
dian diplomat said. The incident
happened Saturday at Jackson-
Evers International Airport in
Jackson, Miss.

i i i

Middle East

n In Libya, convicted Lockerbie
bomber Abdel Baset Al-Megrahi’s
health has sharply deteriorated
amid news reports that he is close
to death, more than 15 months af-
ter Scotland gave him a “compas-
sionate release” from prison based
on an estimate that he had just
three months to live.

i i i

Australia

n Employment surged again in
November, blunting speculation
that economic growth slowed over
recent months and serving as a
warning that the nation’s central
bank may come off the sidelines
in the opening months of 2011.
Unemployment fell to a seasonally
adjusted 5.2% in November from
5.4% in October.

WORLD WATCH

WSJ.com
To read more about these items,
and for all the latest breaking
news, go to WSJ.com/World

German Chancellor Angela Merkel attends a rap performance in the Billstedt district, during her one-day tour to visit several projects in the northern city.

German Chancellor Merkel visits Hamburg hip-hop academy

AFP/Getty Images
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Turkish leader moves
big banks to Istanbul

ISTANBUL—Turkish Prime Min-
ister Recep Tayyip Erdogan said his
government will move the country’s
top public financial institutions
from the capital, Ankara, to Istanbul
as part of a strategy to promote the
commercial hub as an international
financial center.

Members of his ruling Justice
and Development Party, or AKP,
have proposed to also move the cen-
tral bank to Istanbul—setting up the
institution as the next battleground
to shape the nation’s future between
old-guard secularists and the coun-
try’s Islamic-leaning government.

In a speech in Istanbul to mark
the Turkish stock exchange’s 25th
anniversary, Mr. Erdogan, an Istan-
bul native, said plans to move the
country’s financial regulators and
several state-owned banks, “cannot
be delayed any longer.” Turkey’s of-
ficial news agency, Anandolu Ajansi
identified the banks as TC Ziraat
Bankasi AS, Turkiye Vakiflar
Bankasi TAO and Turkiye Kalkinma
Bankasi.

Mr. Erdogan didn’t mention the
central bank. The AKP has put the
central bank move on hold in the
face of resistance from political op-
ponents.

“It won’t happen now because of
opposition,” said Nurettin Canikli,
AKP Deputy Chairman, in a phone
interview. “The goal now is to pass
this before the elections next year.”
Parliamentary elections are due to
be held in June.

Opposition parties see relocating
the Central Bank of the Republic of
Turkey as a first step in a bid by the
government to move the entire capi-
tal from Ankara.

Modern Turkey’s founder Mus-
tafa Kemal Ataturk moved the capi-
tal to Ankara from Istanbul in order
to make a clean break with the Otto-
man Caliphate.

“The central bank is a symbol of
national sovereignty, moving it to
Istanbul would be a message against
the Republic.…Istanbul was the capi-
tal city of the Ottoman Empire and
the prime minister has a certain
yearning for that,” said lawmaker
Akif Hamzacebi of the Republican
People’s Party.

Mr. Canikli said such opposition
was “ideological, it has no basis in
economic realities.” The government
hasn’t proposed moving the capital.

Central Bank Governor Durmus
Yilmaz also has opposed previous
efforts to move the bank to Istanbul,
arguing that the bank’s place is

close to the national treasury to
better coordinate in times of crisis.

Mr. Canikli said the central
bank’s new premises would be
housed in a purpose-built finance
park on the Asian side of the Bos-
phorus strait, which splits Istanbul
between East and West. Also in the
new complex would be the relocated
financial regulators and a new Istan-
bul stock exchange building. Mr.
Canliki said land has already been
allocated.

A spokesman for the central
bank declined to comment on pro-
posals to shift the bank, or on the
proposed location.

BY JOE PARKINSON
AND AYLA ALBAYRAK

1847
The Ottoman government
allows Istanbul bankers to
set up the Bank of
Dersaadet, which assumes
the empire's external debt.

1856
The Ottoman Bank is
established in Istanbul
with capital from Britain
and France.

1863
The Ottoman Bank, renamed
the Imperial Ottoman Bank,
partly assumes the functions
of contemporary central
banking.

1931
The Central Bank of the
Republic of Turkey is
established.

1932
The central bank is opened
officially in Ankara, the
republic's new capital.

Deep roots
The evolution of
Turkey's central bank

Source: Turkish central bank
Photo: Bloomberg News

Megrahi said close to death
Convicted Lockerbie bomber Ab-

del Baset Al-Megrahi’s health has
sharply deteriorated amid news re-
ports that he is close to death in
Tripoli, more than 15 months after
Scotland gave him a “compassionate
release” from prison based on an es-
timate that he had just three
months to live.

Libyan President Muammar Gad-
dafi, speaking to an audience at the
London School of Economics via sat-
ellite link last week, suggested the
health of Mr. Megrahi, who has ter-
minal prostate cancer, had recently
taken a turn for the worse. “His
health is deteriorating,” Mr. Gaddafi
said, according to JANA, Libya’s
state news agency, adding: “He is
still alive, but he is suffering and his
health has very much deteriorated,
unfortunately.”

On Thursday, Sky News cited a
source close to Mr. Megrahi’s family
saying he is “on life support and has
been for some days. Many people
have been waiting for him to die.”

Mr. Megrahi’s ability to far out-
live the prognosis that set him free

has been a serious headache for the
Scottish government that made the
decision to release him from prison
and return him home to Libya in
August 2009. Mr. Megrahi is the
only person convicted for the 1988
bombing of Pan Am Flight 103,
which killed 270 people over Scot-
land.

In recent years, Libya applied in-
tense pressure on the U.K. and Scot-
land to win his release from prison.
Libya initially focused its efforts on
securing his release through a pris-
oner-transfer agreement that was
struck between the U.K. and Libya.

But Mr. Megrahi ultimately was
set free not because of that agree-
ment, but instead because he was
diagnosed with prostate cancer in
the fall of 2008. When that diagno-
sis was made, Libya quickly shifted
its focus to securing a “compassion-
ate release” for him.

The Libyan campaign for the
compassionate release was also in-
tense. According to a cables re-
leased this week by WikiLeaks,
Libya voiced “dire consequences”
that would result if Mr. Megrahi
were to die in a Scottish prison.

“Specific threats have included the
immediate cessation of all U.K. com-
mercial activity in Libya, a diminish-
ment or severing of political ties
and demonstrations against official
U.K. facilities,’’ wrote Gene Cretz,
the U.S. ambassador to Libya, in a
January 2009 cable. He added that
the Libyan government implied, but
did not directly state, “that the wel-
fare of U.K. diplomats and citizens
in Libya would be at stake.’’

Mr. Megrahi was released in Au-
gust 2009 after a final medical re-
port by the head of the Scottish
prison systems’ health service esti-
mated that he had about three
months to live. Scotland says the
prognosis was the result of a proper
medical analysis. The full medical
records relating to Mr. Megrahi’s
cancer haven’t been released.

But the longer Mr. Megrahi lived,
the more the prognosis came under
attack.

In August, The Wall Street Jour-
nal reported that there was no evi-
dence that any of the specialists in-
volved in the care of Mr. Megrahi’s
cancer signed off on the three-
month prognosis.

BY BRUCE ORWALL

U.K. vote to increase
tuition sparks protests
the bill, although one was unable to
vote Thursday because he was
abroad.

May’s coalition agreement be-
tween the Conservatives and Liberal
Democrats allowed members of Mr.
Clegg’s party to abstain on an in-
crease in fees.

The issue of the rise in fees has
helped trigger a collapse in public
support for Liberal Democrats since
the general election. After winning
23% of votes in the national poll, a
YouGov survey for the Sunday
Times showed the party with 10%,
compared with 39% for Labour and
41% for the Conservatives. Under
the government’s plans, which affect
only English universities, the cap on
tuition fees will rise to £9,000 for
top universities from around £3,300.

However, upfront fees for full-
time and many part-time students
will be scrapped and graduates will
start repaying the debt only once
they earn more than £21,000 a year.

Thursday’s protests are the latest
in a string of occasionally violent
demonstrations across the country
in recent weeks. Nine police officers
were injured and by early evening
there were 10 arrests as police ac-

Continued from first page cused protesters of throwing bottles
and flares at them, the Metropolitan
Police said shortly before the vote.
Police said 22 protesters were in-
jured.

The protests started out peace-
fully but turned tense after students
tore down barricades in Parliament
Square in the center of London.

Students used the orange and
white barriers to create their own
containment wall against the police.
At one point, riot police were de-
ployed to prevent protesters break-
ing into Parliament, and a small
group of protesters were televised
smashing windows at the Treasury
building near Parliament.

Meanwhile, a series of small fires
in Parliament Square turned into a
large bonfire as students started
burning signs and banners. Univer-
sity student protesters were joined
by high school students outside Par-
liament and it is the latter who will
be affected by the increase in fees
increase.

Tom Brommage, 16 years old,
said higher fees would discourage
people like him from taking up
higher education. “If this goes ahead
it will definitely put me off going to
university,” he said.

Agence France-Presse/Getty Images

Protesters on a statue of Winston Churchill in London’s Parliament Square.
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Hungary’s bourgeoisie bids for Lenin

C OMPETITION was fierce for Lot
No. 38, a fine ceramic sculp-
ture of Vladimir Lenin. The

winning bidder was 22-year-old
Timea Szabo, who offered nearly
$1,000 for the small likeness of
the communist hero. Ms. Szabo,
too young to remember Hungary’s
socialist past, is firmly engaged
with its capitalist present.

“We’re not into Lenin, really,”
says Ms. Szabo, who works at a
real-estate company that caters to
Budapest’s newly rich.

But sizing up her new acquisi-
tion—which portrays the first So-
viet leader grasping the lapel of
his overcoat, a stern expression
on his bearded face—she declares:
“It will look pretty in the office.”

More than 20 years after the
collapse of communism here, Hun-
gary’s government is holding a
vast rummage sale, auctioning off
socialist-era paintings, sculptures
and photographs that have been
gathering dust in storage.

The proceeds will be used to
help clean up after another re-
minder of central planning: an in-
dustrial accident that in October
left villages in western Hungary
flooded with caustic red
sludge—waste from a once state-
owned aluminum factory.

On Monday night, hundreds of
people joined the bidding at an
art gallery that formerly served as
a warehouse for Hungary’s secret
police.

Hungary’s current political
leadership views the purge in part
as a symbolic exorcism of the
ghosts of socialism—and a re-
minder of past suffering.

To advertise the auction, the
government created a logo show-
ing the hammer of the commu-
nists’ old hammer-and-sickle em-
blem striking Lenin’s head and
causing him to see red stars. Be-
low it is inscribed the motto,
“Never Again.”

“It’s an important gesture. Al-
most every Hungarian family was
somehow a victim in the commu-
nist period,” says Gergely Boszor-
menyi Nagy, an official of the Min-
istry of Public Administration and
Justice, which organized the auc-
tion. “This is the end of the line.
We won’t keep this stuff any-
more.”

But the event also comes at a
time of rising nostalgia for the so-
cialist years —at least in some
quarters of Hungarian society.

The country’s economy has
been upended by the global finan-
cial crisis. Unemployment soared
as the country sank into its worst
recession since the transition to
capitalism in 1989.

Many older people thrown out
of work now say that at least un-
der the communist regime every-
one had a job and something to
eat.

Gyorgy Torok, 45, who bought
a vintage Lenin lithograph for
about $50 on Monday night, says
that the art works on sale re-
minded him of his youth and of
his father, a mining engineer and
avid collector of communist-era
memorabilia who died earlier this
year.

“When I was young, I didn’t re-
ally look deeply into the faults of
the system,” says Mr. Torok, a
real-estate entrepreneur who says
that his business is struggling

amid the economic downturn. “I
lived a calm, secure life where
bread cost 3.5 forints and every-
one had a job.”

Today, a loaf of bread costs
about 200 Hungarian forints, or
$1.

Art played an important propa-
ganda role throughout the Soviet
sphere. When communism col-
lapsed in 1989, politicians across
Central and Eastern Europe had to
decide what to do with decades’
worth of statues, paintings and
other works of public art.

In most countries, the hulking
images of Lenin, Stalin and other
communist VIPs were pulled from
their pedestals in parks and cor-
ralled in museums.

Many of Hungary’s are now in
a sculpture garden outside Budap-
est.

Some pieces were snapped up
by collectors of communist kitsch
in the West and put on dis-
play—like the Lenin statue
perched on the roof of Red
Square, an apartment building on
New York City’s Lower East Side.

The art works for sale this
week in Hungary are a mixed bag.
They offer a glimpse of the ico-
nography of socialism as well as
the dissonant results when artists’
varying styles were applied to
what the communist party
deemed appropriate subjects.

On offer was an impressionist-
style painting of women working
on a television factory assembly
line, as well as lush oil paintings
of shipyards, railroads and steel
mills.

A painting entitled “Soviet-
Hungarian Friendship” from 1950,
six years before Hungary’s unsuc-
cessful revolt against Russian
domination in 1956, shows Hun-
garian peasants relaxing with So-
viet soldiers, one of whom holds a
submachine gun. Two Soviet tanks
idle in the background.

A few of the pieces are by well-
known Hungarian artists who,
willingly or unwillingly, joined the
communist government’s propa-
ganda efforts.

The Lenin statue bought by Ms.
Szabo was the work of Zsigmond
Kisfaludi Strobl.

He was famous in Hungary and

the U.K. for his depictions of fig-
ures as disparate as George Ber-
nard Shaw and the future Queen
Elizabeth.

“We need to take into consid-
eration the experiences of the old
times and learn from them, to
confront the past and use it clev-
erly,” says Gergely Mikola, 33, the
chairman of the British Chamber
of Commerce in Hungary. He had
his eye on several lots, but was
outbid.

At Monday’s auction, the
Wende Museum of Culver City, Ca-
lif., purchased 25 pieces that it
termed “significant works” of
communist-era Hungarian art.

The museum specializes in vi-

sual arts of Cold War Eastern Eu-
rope.

“The works are representative
of an extinct era in world history,”
says Justinian Jampol, the mu-
seum’s executive director.

Sales reached $63,000 on Mon-
day, the first day of the auction.
Wednesday’s session, which also
included non-socialist pieces,
raised roughly $96,000, organizers
say. The auction concluded Thurs-
day.

Peter Pinter, the owner of the
gallery that is handling the auc-
tions for the Hungarian govern-
ment, believes that many of the
items on the block are those that
apparatchiks didn’t deem good

enough to pilfer when the commu-
nist system fell apart.

“Since the auction was an-
nounced, a lot of people have been
calling, saying, ‘We have a Lenin,
we have a Stalin at home. Will you
sell it for us?’” Mr. Pinter says.
“Parents most likely kept these
pieces due either to nostalgia or
because they held a certain value
to them.... But children feel that
these are just a burden.”

BY GORDON FAIRCLOUGH
AND VERONIKA GULYAS
Budapest

Some portraits of Vladimir Lenin,
along with other socialist-era art, that
were on auction at a Budapest
gallery. A gallery employee wrapped
one of the paintings for delivery.Be
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Latvia’s rebound comes with caveats
RIGA, Latvia—This small Baltic

nation on Europe’s periphery, racked
by the biggest collapse of the global
economic crisis, looks to be on the
rebound: The International Mone-
tary Fund in a report Thursday said
the authorities’ recovery plan is
working, two days after Standard &
Poor’s raised Latvia’s sovereign-
credit rating.

But a number of economists say
that some of the signs that appear
to show Latvia’s resurgence—its
shrinking trade deficit, stable cur-
rency and falling budget deficit—ob-
scure serious obstacles on Latvia’s
road back to economic health.

After an economic collapse that
saw Latvia’s gross domestic product
fall 25%, Latvia took €7.5 billion
($9.9 billon) of emergency financing
in 2009 from the European Commis-
sion, the IMF and a group of Scandi-
navian banks. The country’s plan
was to return to growth by making
its exports and manufacturing more
competitive internationally.

Countries have traditionally done
this by devaluing the national cur-
rency to make goods cheaper for in-
ternational buyers. Latvia, though,
decided to keep its currency, the lat,
pegged to the euro—one of the
world’s strongest currencies during
the crisis—in part because limiting
the lat’s movement against the euro
is a precondition for Latvia’s cher-
ished goal of adopting the common
currency.

Latvia instead attempted to make
domestic manufacturing and ser-
vices cheaper by suppressing wages
across the economy, a process
known as internal devaluation.
Latvia’s challenges in doing so show
how the same process could be even
more difficult for Greece, Spain and
Portugal—countries that are locked
into the euro but have labor markets
that are less flexible than Latvia’s.

“There’s a big question as to
whether the internal devaluation
was effective,” said Vyacheslav Dom-
brovsky, an economist at the Baltic
International Centre for Economic
Policy Studies in Riga. “We have so
far not seen substantial changes in
relative prices.”

Some economists say that a cur-
rency devaluation would have
helped Latvia’s exporters create tens
of thousands of jobs. As it is, large
numbers of export-industry jobs
have yet to materialize.

“It is impossible to earn money
here in Latvia,” said Igor Rozitis, 37,
after a morning of work on a recent
rainy day in Vermanes Garden, an el-
egant park in central Riga.

Mr. Rozitis is an employee in a
public-works program, conceived by
the Latvian government during the
crisis, that pays 100 lats ($188) a
month for 40 hours a week. Despite
the low pay, the program has been
wildly popular in this country of 2.2
million: About 69,000 people have
participated since it was created in
September 2009, and an additional
46,000 are on the waiting list. With
unemployment high, workers count
themselves lucky to have these jobs,
even though they last for only six
months.

But Mr. Rozitis, who lost his job
cleaning ships at Riga’s docks, says
100 lats isn’t enough to live on in
Riga. The father of three has moved
to a smaller apartment and cut
other spending, but he says he will
probably look for work in Lithuania
or elsewhere in Europe when his six-
month stint ends.

If internal devaluation can work
anywhere, it should be here, a coun-
try with flexible labor markets with
almost no unions. Wages in the pri-
vate sector averaged 16% annual
growth from 2001 through 2008,
amid a decade of expansion fueled
by easy credit. When the govern-
ment proposed slashing public-sec-
tor wages last year, there were brief
protests but nothing like those
staged by unions against Greek aus-
terity measures.

Government salary cuts and
other efforts have helped suppress
overall wages in Latvia by 11.7% from
October 2008 to July 2010.

But the problem, according to
some economists, is that most of the
wage decrease can be attributed to
cuts in the public sector. Private-sec-
tor wages fell only 5.3% over the pe-
riod, according to data from Euro-
stat, the EU’s statistics agency.
Latvia has demonstrated a tendency

that economists have noted the
world over: Wages rise much more
easily than they fall.

That has proved to be the case
for wood processor Latvijas Finieris,
one of the most competitive compa-
nies in one of the country’s most
competitive export industries. The
company, whose main product is
birch plywood, had losses in both
2008 and 2009. It was hit particu-
larly hard because its competitors in
Russia, Ukraine and Poland all bene-
fited from major declines in the
value of their currencies, says Uldis
Bikis, Latvijas Finieris’s chief execu-
tive. That made the need for wage
cuts only more acute.

“For companies that are working
in some regions like Russia, cur-
rency devaluation helps much
faster,” Mr. Bikis said. “This situa-
tion was very difficult for our com-
pany and the country. But we made
much more, probably, structural
changes that help for the future.”

While the company cut expenses
by 25% from 2007 to 2009, most of
these cuts were in nonlabor costs.
Latvijas Finieris fired some employ-
ees over the past three years, but its
remaining 2,100 workers are earning
more on average than they did in
2007, Mr. Bikis says. Meanwhile, the
company’s sales volumes of birch
plywood are near to what they were
in 2007, but the company’s wage
costs may still be too high to hire
more workers and, in turn, further
spur Latvia’s economy.

Latvijas Finieris’s experience
sheds light on another indicator that
appears to support the view that
Latvia is recovering: that its once-
large trade deficit, which stood at
22% of GDP in 2006, has nearly dis-
appeared.

But as the firm’s roughly steady
exports show, the equalization

wasn’t achieved by spurring sales
abroad. Latvia’s exports have held
roughly steady, while its falling
wages and high unemployment have
helped stanch domestic consump-
tion, cratering the country’s demand
for imports.

“The improvement we’ve seen in
Latvia’s international position is
90% due to a collapse in domestic
demand rather than an improvement
in competitiveness,” said Lars Chris-
tensen, an economist at Danske
Bank.

Latvian wages next year are actu-
ally expected to rise, said Finance
Minister Andris Vilks. “We should
see in some sectors at least 3% wage
increases next year,” Mr. Vilks said
in an interview. “That is still very
moderate—it wouldn’t be painful or
crucial for the productivity level.”

While Mr. Bikis supports the de-
cision to keep the lat pegged to the
euro because it forced the company
to make structural changes, other
Latvian executives say it was a mis-

take. “The currency is overvalued
considerably,” said Vadims Rabsha,
chief finance and administrative of-
ficer of the Latvian pharmaceutical
company Grindeks. “It makes our life
more difficult. But the government
has chosen the path.”

Grindeks, which focuses on mak-
ing generic pharmaceutical ingredi-
ents, has recovered from the depths
of the crisis. But Mr. Rabsha said a
devalued lat would allow his com-
pany to do better, particularly in
Russia, where the weaker ruble has
hurt Grindeks’s business.

The Latvian government and cen-
tral bank has stoutly defended its
euro peg throughout the crisis. Offi-
cials note that the economy has
grown 2.2% so far this year while
unemployment has begun to fall.
They argue that devaluation would
have made much of Latvia’s euro-de-
nominated debt unbearable, while
possibly triggering currency crises
across Eastern Europe.

“Let’s not heat up old soup,” said
Latvian Central Bank Governor Il-
mars Rimsevics, who is wary of even
discussing the issue of currency de-
valuation. “For the third consecutive
quarter, Latvia has experienced posi-
tive growth, which really proves that
the chosen polices have been the
right ones and that the competitive-
ness of the Latvian economy is
clearly restored,” he said in an inter-
view.

The government says that, now
the economy is growing again, crisis
measures like the 100-lat work pro-
gram can be cut. But Mark Griffiths,
the International Monetary Fund’s
mission chief for Latvia, calls that a
bad idea. “With unemployment so
high, we need to strengthen social
support programs, such as the 100
lats work program, and health bene-
fits for the poor,” he said.

BY MATTHEW DALTON

Latvian Central Bank Governor Ilmars Rimesevics says wages should rise following a government bid to suppress them.
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Long recovery | Latvia's economy has been badly hit by the financial crisis

As Latvia's GDP has fallen...

*Forecast Source: Eurostat

...and unemployment has risen... ...the country has attempted to make
itself more competitive by lowering
wages to make exports cheaper.
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But while Latvia's trade deficit
has shrunk...

...it is because amid choked
consumption, imports have falllen
even more than exports.
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Chris Hughton became the
first head coaching casualty of
the English football season
when he was sacked by New-
castle United this week. As the
Premier League nears its mid-
way point, a number of other
coaches are starting to feel the
pressure.

Carlo Ancelotti, who just
last season led Chelsea to the
league and cup “double,” is now
just 5/1 third-favorite to be the
next coach to leave his post.
Harry Redknapp, of Tottenham
Hotspur, and Manchester
United’s Sir Alex Ferguson are
both 100/1 in the same market.

Chelsea’s began the season
looking like a shoo-in to retain
its Premier League title, but re-
sults in recent weeks have been
woeful.

Chelsea has suffered three
defeats and two draws in six
league matches and lost again
in the UEFA Champions League
against Marseille on Wednes-
day.

Despite this miserable run,
the team is 13/8 favorite with
Stan James to beat Mr. Red-
knapp’s Tottenham side when
the teams meet on Sunday.

Tottenham’s only home de-
feats this season have been a
surprise loss to Wigan Athletic
in the league and to Arsenal in
extra-time of a Carling Cup
game and the home team looks
a good price at Bwin’s 37/19 for
victory. Jermain Defoe scored
two Champions League goals
against FC Twente, of the
Netherlands, on Tuesday. The
Spurs striker is 6/1 to score the
first goal of the game.

Tip of the day

3

Source: UEFA

Carlo Ancelotti
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Italian football strike averted
Last-minute deal between players’ union and league means weekend games go ahead

Let the games begin. Italian foot-
ball games, that is.

Strike action had threatened to
halt matches in Serie A this week-
end, but a walkout by the country’s
leading players was averted Thurs-
day after the players’ union, the
AIC, and football league officials
reached a settlement in their dis-
pute over a new collective bargain-
ing agreement.

The agreement, which lays out
the basic rights of the players, is
due to be signed early next week af-
ter the two parties reached a verbal
agreement, said Serie A president
Maurizio Beretta. He said all games
would go ahead as scheduled on
matchday 16 of the Italian season.

“We’re finally starting to write
the text of the agreement in black
and white,” Mr. Beretta said. “There
is a league assembly on Monday
when we will bring out the final text
of the new contract.”

Said Juventus lawyer Michele
Briamonte: “Agreement between the
parties has been reached. The text
of the new agreement is practically
written, only a few details remain.”

The compromise deal was final-
ized after a day of negotiations in
Rome between union vice president
Leonardo Grosso and Mr. Beretta,
the Serie A president. Had the strike
gone ahead, it would have been the
first time since 1996 that football in
Italy was halted by a labor dispute.

The squabble surrounded the re-
newal of Italian football’s collective
bargaining agreement, a concept
alien to most football nations in Eu-
rope. The original deal expired last
summer and talks over a new agree-
ment had dragged on for months af-
ter a first strike called for Septem-
ber was postponed.

The union notified clubs last
week that players would go on
strike beginning the weekend of
Dec. 11-12 unless a settlement was
reached to resolve eight major
points of contention concerning the
league’s proposals.

At issue were proposals by club
presidents that would render un-
wanted players unable to refuse a
transfer to another club of equal
status, as occurred last summer
when Fabio Grosso, the Juventus
defender, rejected a move to AC Mi-
lan despite the two clubs reaching

agreement on a transfer.
But the stickiest point in the ne-

gotiations concerned the so-called
“fuori rosa” or “mobbing”—a tactic
used by clubs to discipline players
who are in contract disputes by
forcing them to train alone—a reac-
tion to events such as those last
year at Lazio, when Goran Pandev,
the Macedonian player, was ban-
ished by the club for demanding a
move.

An arbitration panel subse-
quently ruled in his favour and Mr.
Pandev signed for Inter Milan on a
free transfer. In recent weeks,
Sampdoria’s Antonio Cassano and
Cagliari’s Federico Marchetti have
both been dropped for disciplinary
reasons and arbitration hearings are
scheduled for the coming weeks.

“The players want to be treated
like players and to train along with
everyone else,” said Demetrio Alber-
tini, the vice president of the FIGC,
the Italian Football Association.

Under the draft agreement
agreed Thursday, seven of the eight
stumbling blocks will be removed,
while the issue of fuori rosa will be
shelved for discussion at a later
date. “In relation to players out of

the squad, we are still trying to find
a solution that does not give way to
discrimination and that also in-
cludes punishments in case it is vio-
lated,” Mr. Beretta said.

The resolution of the dispute
means a full program of games will
go ahead this weekend, highlighted
by Lazio’s match against Juventus,
and helped avert another calamity
for Serie A, which is in its first sea-
son as an independent body having
broken away from the Italian league
last summer.

In recent years, Italian football
has endured a match-fixing scandal,
crowd violence and two failed bids
to host the UEFA European Champi-
onship, the second most prestigious
tournament in international foot-
ball. Crumbling stadiums and low
attendances have also added to a
sense of apathy relieved only by
sporadic on-field success.

“This [dispute] is a general re-
flection on our football,” said Mr.
Albertini. “We have unsuitable sta-
diums where players cannot express
themselves, our teams have issues
at European level. This requires a
thorough analysis. Something has to
change.”

BY JONATHAN CLEGG

Bologna striker Marco Di Vaio, right, carries the ball past Chievo’s Roberto Guana, center, during the teams’ Serie A match in Bologna Wednesday.
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Qatar matches may be played elsewhere
PARIS—Qatar’s neighboring

countries could host matches at the
2022 World Cup, according to FIFA
President Sepp Blatter.

Qatar was designated the 2022
World Cup last week, despite fears
the intense heat poses a serious
health risk if the tournament is
played in summer.

In an interview with sports daily

L’Equipe on Thursday, Mr. Blatter
said Australia’s 2022 World Cup bid
proposed some matches could be
held in New Zealand, and Qatar
could likewise have neighboring
countries host games. He didn’t say
which countries.

“Australia, in its candidacy bid,
proposed to give several matches to
New Zealand,” Mr. Blatter said. “I
think it could be the same in Qatar
and that some matches could take

place in nearby countries.”
FIFA was right to award Qatar

the World Cup, Mr. Blatter reiter-
ated, because football needs to ex-
pand from its traditional strong-
holds. “With Qatar, we are opening
football to a new world and a new
culture. The Arab world, which has
tried several times—with Morocco
or Egypt—to host the World Cup,
could legitimately lay claim to host-
ing this.” Qatar also beat Japan, the

U.S. and South Korea to win. It has
huge financial means to ensure a
state-of-the-art cooling system in
stadiums and training grounds to
combat desert heat.

Mr. Blatter says finance was not
a primary motivation for awarding
the tournament to Qatar. “You must
not forget that they have been mak-
ing efforts for a while and have al-
ready hosted FIFA competitions,”
like the under-20 World Cup.

Associated Press
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BOE sticks to policy amid cloudy view

ECB urges nations to mind deficits
The European Central Bank

warned governments Thursday that
they risk unleashing an “unsustain-
able debt spiral” in the financial
markets if they fail to follow
through on their pledges to cut bud-
get deficits.

Although turmoil in European
government bond markets has eased
in recent days, the central bank of
the 16 economies that use the euro
said the “overall economic and fi-
nancial situation is still fraught with
risks.”

In a semiannual report on finan-
cial stability, the ECB identified two
main dangers: persistent concerns
about dismal public finances and
large imbalances between econo-
mies.

Worries about government debts
could undermine economic growth
and erode banking stability, a com-
bination that the ECB dubbed a “tri-
angle of vulnerabilities” that has al-
ready gripped Greece and Ireland.

Another risk is the possibility
that global imbalances—a term used
to refer to a large current-account
deficit in the U.S. and large sur-
pluses in countries such as China
and Germany—could be unwound in
a disorderly fashion.

Those forces could lead to “nega-

tive surprises of potential systemic
importance,” the ECB cautioned.

In a 210-page report, the ECB
highlighted vulnerabilities to the re-
gion’s banking sector, but didn’t
provide—as it did in the June re-
port—an estimate of future write-
downs.

One potential trouble spot for
banks in the euro bloc will be their
need to refinance roughly €1 trillion
(about $1.32 trillion) in bonds over
the next two years, it said. That task
will be even more difficult as pri-
vate banks compete with govern-
ments for investor funds. “There is
this question of competition with
sovereigns,” ECB Vice President Vi-
tor Constancio told a news briefing.

Asked whether banks will face
difficulties in meeting their refi-
nancing needs, Mr. Constancio re-
plied “it is hard to predict.”

The report said a “small num-
ber” of euro-zone banks are still
“excessively reliant” on short-term
funds from the ECB, adding that
those banks account for a “substan-
tial share” of ECB lending.

Concerns “remain acute” about
what will happen to these banks
when the ECB phases out the special
measures offering cheap bank fund-
ing that were introduced to soften
the economic downturn. Last week
the ECB voted to make unlimited
loans available to banks at maturi-
ties of up to three months through
the first quarter of 2011.

In other developments, France
indicated it favored going slow on
proposals to expand a euro-zone
emergency bailout fund and also op-
posed the creation of pan-European
government bonds. The comments,
from an official on President Nicolas
Sarkozy’s staff, show Paris throwing
its weight behind Germany’s reluc-
tance to back two ideas put forward
as ways to douse Europe’s debt cri-
sis.

The official said a €440 billion
fund—the main part of a €750 bil-
lion bailout assembled in May by
the European Union and Interna-
tional Monetary Fund—was large
enough for now. The fund will be
drawn upon to help Ireland, but will
be stretched to its limits if it is re-
quired to rescue Portugal and Spain.

“Today the fund has a size that
allows it to confront possible de-
mand so the question of increasing
it is not being asked,” the official
said.

Mr. Constancio of the ECB told
reporters in Frankfurt that increas-
ing the fund could, “technically”
speaking, help deal with Europe’s
sovereign-debt crisis, but declined
to say whether he would favor such
a move.

German Chancellor Angela
Merkel and Mr. Sarkozy are due to
meet Friday in Freiburg, Germany,
with ministers from the two govern-
ments. Next week, the two will join
other EU leaders in Brussels at a

summit to agree to a new bailout
fund, aimed at replacing the existing
fund after 2013. That is expected to
require modest changes to treaties
that bind the 27-nation EU.

The French official also dis-
missed the idea of introducing euro-
zone bonds, which was floated this
week by Luxembourg Prime Minister
Jean-Claude Juncker and Italian Fi-
nance Minister Giulio Tremonti.

“It’s [an idea] that poses difficul-
ties, notably in terms of moral haz-
ard and the sharing of costs and
gains of such bonds,” the French of-
ficial said. Germany also has dis-
missed the so-called e-bond. But EU
economy commissioner Olli Rehn in
Athens on Thursday described it as
“intellectually appealing.”

He told the Greek Parliament
that Europe was making good prog-
ress in tackling its problems. “But,”
Mr. Rehn added, “it is clear that Eu-
ropean politicians, central bankers
and national politicians must prove
common and decisive leadership.”

The ECB did cite some improve-
ment in financial conditions since
its June report, noting the profit-
ability of Europe’s big banking
groups is rising. But it cautioned
that they are significantly exposed
to changes in interest rates as yields
on long-term bond are beginning to
diverge across the euro zone.

—Nick Skrekas
and Alkman Granitsas in Athens

contributed to this article.

By Nina Koeppen
in Frankfurt and

William Horobin in Paris

Firefighters in Greece participated in a demonstration against the government’s austerity measures in front of the Ministry of Economy in Athens on Thursday.

LONDON—The Bank of England’s
Monetary Policy Committee Thurs-
day left its key interest rate and the
stock of its bond purchases un-
changed, and is unlikely to alter its
policy for many months to come.

The forecast for the U.K. econ-
omy is unusually uncertain. Prices
have been rising at a faster rate than
the central bank’s 2% target in 41 out
of the past 50 months, and inflation

is forecast to remain above that level
throughout next year. That means
there is a risk that wage demands
will increase, setting off a fresh
round of price gains as businesses
look to cover their higher costs.

The government is set to cut
spending at a time when bank lend-
ing remains impaired, the U.K.’s ma-
jor export markets are still fragile
and much spare capacity remains in
the economy, and over the medium
term that may lead to an inflation

rate that is below the central bank’s
target.

That lack of clarity about the
outlook for prices resulted in a
three-way split in the MPC’s vote at
the October and November meet-
ings, with Adam Posen calling for an
expansion in its quantitative-easing
policy of buying bonds with freshly
created central-bank money, Andrew
Sentance calling for a modest rise in
rates, and the majority opting for no
change.

With the uncertainty likely to
linger, it seems unlikely that either
dissenter will win over a significant
number of his colleagues any time
soon.

However, recent signs that ex-
ports are picking up and will pro-
vide support to the economic recov-
ery suggest that the BOE’s next
move is more likely to be an in-
crease in its key interest rate rather
than an increase in its bond pur-
chases.

BY NATASHA BRERETON

Irish leader
plans to put
aid package
to a vote
package or the rancor that sur-
rounds it. Ireland is contributing
€17.5 billion, mostly from its na-
tional pension fund, to the bailout,
bringing the tally to €85 billion.

Separately, Fitch Ratings down-
graded Ireland’s credit rating by
three notches Thursday to triple-B-
plus, two notches above Greece’s
rating. Fitch cited the costs of re-
structuring the country’s banking
system and loss of affordable access
to market funding.

The euro briefly traded lower af-
ter the Fitch announcement before
recovering.

On Thursday lawmakers in Ire-
land’s lower house of parliament, or
Dail, passed the social welfare bill, a
central part of the government’s €6
billion in budget cuts planned for
next year; earlier in the week, the
Dail passed major tax measures. The
budget measures are a requirement
of the EU-IMF package.

Mr. Cowen said the 38-page
“memorandum of understanding”
with the EU and IMF—which lends
support to the government’s €15 bil-
lion planned cuts over four
years—has been drawn up legally
and legitimately and is in the best
interests of the country.

“Debating and supporting a mo-
tion in the Dail will also give cer-
tainty to the international commu-
nity that the deal has been
confirmed by the parliament, that
the country is doing what needs to
be done to repair its public finances
and that Ireland is up to the chal-
lenge.”

The opposition parties, left-of-
center Labour, right-of-center Fine
Gael and left-wing Sinn Fein, have
been vocal in their opposition to
both the EU-IMF deal and the gov-
ernment’s 2011 budget, which repre-
sents the first installment of the
promised austerity program.

But Mr. Cowen said Thursday:
“Fine Gael, the Labour Party and
Sinn Fein continue to try to make
the public believe that there is an
easy way out of the country’s fund-
ing crisis. Given the seriousness of
the situation, I do not believe this
myth can be allowed to continue un-
challenged.”

The government isn’t required to
put the rescue plan to a vote but
lawmakers do have to approve the
spending plan unveiled this week.

Continued from first page

Agence France-Presse/Getty Images

Fighting the deficit
Ireland's budget surplus/deficit as a
percentage of GDP

*Includes one-time cost of bank bailout
Sources: Eurostat; Ireland’s Department of Finance
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C-SUITE: TRAVEL

Madrid, Nov. 14: The day’s
only American Airlines flight from
Madrid to Dallas has an engine
problem shortly after pushing
back from the gate. Two hours
later, repairs are unsuccessful and
the flight is canceled, leaving 225
people stranded. But there is
hope: The airline repeatedly tells
customers they will have the same
seats on the same flight a day
later—a promise that turns out to
be untrue.

Dallas, Nov. 14: American can-
cels its flight from Dallas to
Madrid. The Boeing 767 is per-
fectly fine but it is grounded, leav-
ing another 200 people bound for
Europe scrambling for seats.

In the end, hundreds of passen-
gers are affected. Appointments
and events are missed; sleep is
scarce. How a single engine prob-
lem can scrub two flights high-
lights the hardships created when
airlines scramble schedules to
keep planes moving.

When bad weather or mechani-
cal problems hit, airlines typically
react the same. They quickly rear-
range aircraft and crews, working
to cancel the lightest-booked
flights to what executives call
“balance” their systems.

While cancellations are
rare—just 1.63% of all U.S. airline
flights have been canceled so far
this year, according to Flight-
stats.com—they’re a test of air-
lines’ organizational and commu-
nications skills. It’s a test that
airlines big and small often fail.

I was booked on Nov. 14’s
Flight 37 from Madrid to Dallas
and had a front-row seat to how it
was handled publicly. Later, I vis-
ited American’s operations center
in Fort Worth, Texas, for help re-
constructing the chain of events
happening to travelers without
them ever knowing.

The first cancellation was obvi-
ous. No one wants to try to fly
across the Atlantic with a suspect
engine. The second, which forced
a mad scramble in Madrid as well
as rebooking for 200 passengers
in the U.S. trying to get to Europe,
was in many ways more disrup-
tive.

Many travelers are convinced
that flights are scrubbed just to
save money. Indeed, the stakes are
high: Flying a Boeing 767-300
from Dallas to Madrid cost Ameri-
can $57,817, on average, in aircraft
operating costs last year, accord-
ing to consulting firm Oliver Wy-
man’s analysis of the data airlines
file with the U.S. Department of
Transportation. Beyond money,
carriers say their goal is to dis-
rupt travel for the fewest passen-
gers possible.

In the Madrid case, canceling
the second flight actually saved
two others in American’s schedule
and saved the airline from flying a
half-empty 767 back from Madrid
because some travelers would
likely have jumped on other
flights anyway.

“If you have trauma some-
where in the system and it propa-
gates, it will get worse and
worse,” said Jeff Osborne, who
manages American’s operations
center.

Flight 37 pushed back from a
gate at Madrid Barajas Airport on

time at 1:10 p.m. on Nov. 14, but
never made it more than 30
meters. Worrisome temperature
readings in one engine forced the
Boeing 767-300 to pull into an-
other gate. Mechanics came out,
opened the cowling and began
trouble-shooting. The crew told
passengers that repairs would
have to be made within two hours
or the flight would have to be
canceled because the crew no lon-
ger had enough time left for a trip
to Dallas under federal rules that
limit how long pilots can be on
duty each day.

Just as the two-hour mark ap-
proached, American sent an email
to passengers who had signed up
for flight tracking that Flight 37
was canceled. Almost simultane-
ously, a worker from the airline’s
ground staff in Madrid told frus-
trated passengers over the plane’s
public-address system that the
flight was canceled. It would be

repaired and leave the next day at
the same time, and passengers
would have the same seats. In the
meantime, passengers were told to
collect luggage at the baggage car-
ousel and board buses to a local
hotel for the night.

At the baggage carousel, during
an hour wait for luggage while
American rousted baggage han-
dlers for the unplanned unloading,
the airline passed out sheets ex-
plaining traveler rights under Eu-
ropean Union regulations. Rights
are few when airlines have me-
chanical problems. Regulators
don’t want to punish companies in
such situations lest they try to do
something unsafe.

Road warriors who had been
through the cancellation morass
before knew there was a big bene-
fit in being on the first bus to the
hotel and at the front of the
check-in line, which ultimately
stretched out the door of the giant
Auditorium Hotel and took more
than an hour to handle. The first
bus would also be first to the buf-
fet that the hotel opened for hun-
gry Flight 37 refugees.

At the hotel, American’s airport
staff was still saying that Flight 37
would go on Monday—just 24
hours late—and customers would
have the same seats. That meant
American would fly two 767s to
Dallas from Madrid on Monday:
the repaired plane from Sunday
and the regularly scheduled Mon-
day trip.

Top-level elite fliers called
American to look into alternatives
and were told the truth: Only one
Flight 37 would go the next day
because the inbound plane—Flight
36—had been canceled before it
ever left Dallas. Sunday’s passen-
gers would be merged with Mon-
day’s. In fact, only a few passen-
gers from the Sunday flight were
rebooked onto empty seats on the
Monday flight.

Why was American telling pas-
sengers they would be on Flight
37 on Monday when the opera-

tions center had canceled the sec-
ond flight almost immediately and
most passengers had already been
rebooked by computers?

A spokesman for American
says staff in Madrid were “deep in
the midst of arranging bus trans-
portation, hotel rooms and late
dinner buffet for our customers”
and didn’t receive the latest infor-
mation on how customers would
be re-accommodated, even though
operations staff made those deci-
sions within 20 minutes of cancel-
ing Flight 37.

That seems hard to believe
when the airline agents had cell-
phones and were in contact with
other airline officials. But Ameri-
can researched the incident and
said that while the airline needed
to work more on its procedures,
“there was no attempt on their
part or anyone else’s to mislead or
provide misinformation,” spokes-
man Tim Smith said.

When rebooking passengers,
American gives priority based on
fare, frequent-flier status and how
long they have been stranded.
Only the top two elite levels of
passengers—platinum and execu-
tive platinum—were given coach
seats for Monday’s flight. Busi-
ness-class passengers were
bumped back to coach. Most oth-
ers were rebooked on other itiner-
aries with connections in London,
Miami, Chicago and other cities.

American says as soon as the
engine problem happened in
Madrid, it began looking for a
plan. Workers in the airline’s reve-
nue management department,
which coordinates fares and seat
availability, saw empty seats on
other flights for both people in
Madrid trying to get to the U.S.
and passengers in the U.S. trying
to get to Spain.

If it rebooked Madrid passen-
gers, it could use the healthy 767
that was supposed to fly to
Madrid as Flight 36 that night to
cover the trips that the broken-
down plane would have flown af-
ter it reached Dallas. Typically,
that aircraft goes to London after
arriving in Dallas from Madrid and
then back to the U.S. from London.

“The bottom line is we’re talk-
ing about canceling at least two
more international flights if we
don’t cancel [Flight] 36,” said Pete
Zimmerman, one of the veteran
managers at American’s operation
center.

The decision to cancel was
made almost instantly by the
“manager on duty,” American said.
MODs typically consult with main-
tenance supervisors, crew schedul-
ers and revenue-management spe-
cialists who look for empty seats
for rebooking passengers and fig-
ure out which flights would be
best to cancel.

“We may have 10 different
game plans to consider,” said Mr.
Zimmerman, a veteran MOD. “The
most important thing is communi-
cating that to the station to let
them know what we are thinking.”

BY SCOTT MCCARTNEY

Source: WSJ Reporting

A tale of two flights

Engine problem found; plane
pulls into another gate for

diagnosis and repair.

The Sunday flight is
canceled, and passengers are
sent to hotel and told to be

back the same time Monday
for same flight, same seats.

Passengers rebooked to
other flights but still told by
AA staff there will be two

flights to Dallas on Monday.

Plane A pushes back from
gate in Madrid.

The passengers arrive at a
hotel for buffet and lodging.
They are still told to board
the same flight on Monday.

American Airlines calls
passengers’ hotel rooms to
inform them of rebookings

across multiple airlines—not
on the usual Monday flight.

Repaired, Plane A leaves
Madrid carrying only a few

of the passengers from
Sunday’s flight.

Plane A lands in Dallas.

Plane B departs Paris
for Dallas.

The aircraft’s schedule is
changed: Its next flight to
Madrid is canceled. Instead
plane B will fly to London.

Passengers scheduled for
the original Dallas to Madrid
flight are rebooked. They
are told their flight has been
canceled because of an
‘equipment issue.’

Plane B lands in Dallas.

Plane B departs for London.

Plane B lands in London.

Plane B departs for Chicago.

Plane B lands in Chicago.

PLANE A
Engine troubles ground
this 767-300 in Madrid

last month.

PLANE B
To prevent a cascade of

scheduling headaches, the
airline rerouted this 767-300
from its intended trip citing

an ‘equipment issue.’
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Around
10 p.m.
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WSJ.com
ONLINE TODAY: Hear Scott
McCartney discuss more about
how airlines ‘balance the system’
and why it can benefit fliers
at WSJ.com/Travel

How one cancellation
of a flight leads to another

Travelers are convinced
that flights are scrubbed
just to save money. Indeed,
the stakes are high.
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House Democrats aim to stop tax vote
WASHINGTON—House Demo-

crats continued to voice opposition
to a tax deal between the White
House and Republicans on Thursday
and urged leaders not to bring the
agreement up for a formal vote.

House Democrats, in a closed
meeting, voiced near-unanimous op-
position to extending Bush-era tax
cuts for two years. It was unclear if
House Speaker Nancy Pelosi (D., Ca-
lif.) would prevent the bill from
coming to a floor vote because of
Democratic opposition.

For now, negotiations continue.
“We will continue discussions

with the President and our Demo-
cratic and Republican colleagues in
the days ahead to improve the pro-
posal before it comes to the House
floor for a vote,” Ms. Pelosi said.

Ms. Pelosi said the move by the
Democratic caucus was a rejection
of “the Senate Republican tax provi-
sions as currently written.”

The vote was the latest expres-
sion of rank-and-file anger against
the two-year extension of the Bush
tax cuts, and is likely to drag out a
final vote on the tax measure. House
Democrats voted on a resolution

brought by Rep. Peter DeFazio (D.,
Ore.), to oppose the tax measure;
such resolutions typically are non-
binding.

“We have taken a position that
this is not an acceptable package,”
said Mr. DeFazio. “We want a better
deal.”

In the Senate, Majority Leader
Harry Reid (D., Nev.) said that he
hoped the Senate leadership could
very quickly release full details of

the tax legislation.
His Republican counterpart, Mi-

nority Leader Mitch McConnell (R.,
Ky.) said that it was his understand-
ing the legislation was complete and
the Senate could begin its formal
work soon.

Despite the resolution, some
House Democrats questioned
whether it was really the intention
of the party’s lawmakers to block
the tax deal.

“If it passes the Senate and this
is the compromise that the presi-
dent has committed to, what are we
going to do, hold this up,” Rep. Shel-
ley Berkley (D., Nev.) said.

Ms. Berkley, who said she voiced
her dissent to the resolution in the
meeting, said the extension of the
lapsed federal jobless benefits is too
important to put at risk by trying to
change the wider deal.

House Democrats are unhappy
about several aspects of the legisla-
tion, but their criticism has been
the loudest for the estate-tax provi-
sions. The inheritance tax expired at
the end of 2009 and is set to be re-
instated from 2011 at a rate of 55%
charged on estates over $1 million.
But the deal reached would renew
the tax at a much lower rate of 35%
on estates over $5 million.

BY MARTIN VAUGHAN
AND COREY BOLES

House Speaker Nancy Pelosi, center, walked to a meeting of the House Democratic Caucus on Capitol Hill on Thursday.
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Fed is unlikely to alter monetary policy
The Federal Reserve is likely to

leave monetary policy unchanged
next week at its final meeting this
year as it assesses the impact of its
bond-buying program and the un-
folding tax debate in Washington.

The central bank has been buf-
feted by criticism of its plan to buy
$600 billion of Treasury bonds since
unveiling it in early November. In-
ternal and external critics say the
program, aimed at keeping long-
term interest rates low, could spur
inflation or another asset bubble,
stirring doubts about the Fed’s com-
mitment to the program and likely
muting its impact.

But top Fed officials haven’t ex-
pressed any inclination to veer from
their course or to alter significantly
their message to the public about
the plan. Though the prospects of
business and worker tax cuts and
slightly stronger economic growth
might reduce the Fed’s incentive to
add to the program later, persis-
tently high unemployment and low
inflation give the central bank little
incentive to pull back now.

Fed Chairman Ben Bernanke is
leaving his options open. “This is

not something that we’ve set into
automatic motion going forward,” he
said in an interview last week with
the CBS program 60 Minutes. “We
want to continue to think about
it—whether it needs to be changed,
whether it needs to be increased or
decreased or modified.”

Despite the widespread criticism,
Mr. Bernanke has maintained his
commitment to the purchases. “The
balance of risks is in favor of this
policy,” he said last week.

Several factors will play into Fed
officials’ thinking when they gather
for their monetary-policy meeting
Dec. 14:

Slightly Improved Growth Out-
look. The economy could be gaining
steam, but not enough that offifials
believe it no longer needs the Fed’s
support. Despite a disappointing No-
vember jobs report, other indicators,
including retail sales, unemployment
filings, factory reports and anecdotal
evidence, gathered by the Fed’s 12
regional banks point to slightly
firmer growth.

Output has been growing at an
annual rate of just over 2% for more
than six months, barely at what Mr.
Bernanke has described as the “es-
cape velocity” needed to ensure sus-

tained economic expansion. The
economy has to speed up to an an-
nualized growth rate of between 3%
and 3.6% next year just to meet Fed
officials’ modest expectations.

“We are in something of a soft
patch,” Richmond Fed President Jef-
frey Lacker said in a speech Monday,
adding that he is more optimistic
than most private forecasters about
a 2011 pickup. Still, even with better
growth, few officials expect much
progress on unemployment.

Fiscal Policy in Flux Mr. Ber-
nanke got only part of what he
wanted in the Obama administra-
tion’s deal with congressional Re-
publicans to extend Bush-era tax
cuts and include new economic
boosters such as a payroll-tax holi-
day. Mr. Bernanke wants steps to
spur growth in the short term, but
he also wants a longer-run plan to

reduce the federal budget deficit,
which hasn’t materialized.

The tax cuts could boost the U.S.
economic growth rate by a half per-
centage point or more in 2011, but
they also widen the budget deficit.
The Fed would welcome the growth
but doesn’t want to be seen as facili-
tating deep long-run deficits with its
bond-buying plans. Uncertainty
about the budget outlook gives the
Fed added incentive to keep mone-
tary policy steady for now. If tax
cuts boost growth, worsen deficit
worries or stir new inflation con-
cerns, the Fed could decide not to
push the bond plan beyond $600 bil-
lion, or even pull it back.

Assessing the Bond-Buying Plan
The bond purchases have failed to
push long-term rates lower, as
hoped. Yields on 10-year Treasury
notes have risen to 3.2% from 2.5%
since Mr. Bernanke broached the
bond-buying idea in late August. But
top officials have argued that, on the
margin, the program has eased
broader financial conditions.

Stock prices are up 14% since late
August. Moreover, some officials say
long-term interest rates would be
even higher without the program.
Other factors have driven rates re-

cently, including improved economic
data and the administration’s tax
plans. Europe’s woes also have
strengthened the dollar, which offi-
cials hadn’t expected.

Communication strategy is part
of the Fed’s ongoing discussions. Of-
ficials considered in October and
November tying the bond program
more clearly to inflation. One idea
was to signal continued bond buying
until its forecast for inflation, now
around 1%, moved toward 2%.

Some worried that approach
could be confusing and others felt
the Fed shouldn’t tie policy just to
inflation when it also has a mandate
to bring unemployment down. If in-
flation continues to slow, the Fed
could revisit this issue.

It could also consider whether to
strengthen its commitment to keep-
ing short-term interest rates near
zero if markets begin to price in a
tightening. Fed-funds futures mar-
kets indicate the Fed is expected to
raise the fed-funds rate to 0.5% by
early 2012. Though the Fed’s fore-
cast shows officials expect inflation
to remain below their 2% goal and
unemployment to be high through
2012, officials aren’t inclined to push
against market expectations.

BY JON HILSENRATH

Scientists create mice from two fathers

U.S. NEWS

High unemployment and
low inflation give the
central bank little incentive
to pull back now.

Scientists have created mice
that are the genetic product of two
fathers, the latest in a series of un-
usual experiments in mammalian re-
production.

Researchers at the University of
Texas M.D. Anderson Cancer Center
and elsewhere first engineered a fe-
male mouse whose eggs contained
the DNA from a male. When the fe-
male was mated with another male,
the offspring had genetic contribu-
tions entirely from two males.

The study appears online in the

peer-reviewed journal Biology of Re-
production.

While the achievement is techni-
cally intriguing, its practical bene-
fits are far from clear. Any move to
try the same experiment in people is
certain to be more complicated and
controversial.

The study describes the tech-
nique as “a new form of mammalian
reproduction” that could potentially
be used to improve livestock breeds
or preserve endangered species.
More provocatively, the authors ar-
gue that if certain technical hurdles
can be overcome, “then some day

two men could produce their own
genetic sons and daughters.” But
those technical hurdles are ex-
tremely high.

A human embryo has 46 chromo-
somes, including two that determine
sex. Females normally have two of
the same, written as XX, while
males have an X and a Y chromo-
some, or XY. Richard Behringer, lead
author of the study and a develop-
mental geneticist at M.D. Anderson
in Houston, and his colleagues first
took a cell from a male mouse—Dad
A. They reprogrammed the cell so it
became similar to an embryonic

stem cell. When copies of the cell
were grown in a cell line, about 1%
spontaneously lost the Y chromo-
some, an occurrence that happens
when mistakes creep in during cell
division. These cells were injected
into blastocysts, early-stage em-
bryos created from donor egg and
sperm. The blastocysts then were
transferred into surrogate mothers.

When the mouse babies were
born, they had cells from both the
blastocyst and from Dad A. When
the females matured, some pro-
duced eggs containing only Dad A’s
genetic material.

BY GAUTAM NAIK

…for the better…for the better…for the better…for the better
…for everyone …forever…for everyone …forever…for everyone …forever…for everyone …forever

Find out on MondayFind out on MondayFind out on MondayFind out on Monday
how these changeshow these changeshow these changeshow these changes
will affect you inwill affect you inwill affect you inwill affect you in

Remixing BusinessRemixing BusinessRemixing BusinessRemixing Business

The world
of business
is changing

26 THE WALL STREET JOURNAL. Friday - Sunday, December 10 - 12, 2010

Follow the markets throughout the day with updated stock quotes, news and commentary at WSJ.com.
Also, receive email alerts that summarize the day’s trading in Europe and Asia. To sign up, go to WSJ.com/email

Commodities Prices of futures contracts with the most open interest
EXCHANGE LEGEND: CBOT: Chicago Board of Trade; CME: Chicago Mercantile Exchange; ICE-US: ICE Futures U.S.MDEX: Bursa Malaysia
Derivatives Berhad; LIFFE: London International Financial Futures Exchange; COMEX: Commodity Exchange; LME: London Metals Exchange;
NYMEX: New York Mercantile Exchange;ICE-EU: ICE Futures Europe

ONE-DAY CHANGE Contract Contract
Commodity Exchange Last price Net Percentage high low

Corn (cents/bu.) CBOT 574.25 -0.25 -0.04% 617.50 356.75
Soybeans (cents/bu.) CBOT 1281.50 -14.50 -1.12 1,348.50 872.75
Wheat (cents/bu.) CBOT 788.50 4.50 0.57% 864.25 504.75
Live cattle (cents/lb.) CME 104.625 unch. unch. 107.325 88.750
Cocoa ($/ton) ICE-US 3,010 -25 -0.82 3,477 2,410
Coffee (cents/lb.) ICE-US 204.55 -0.10 -0.05 221.45 131.40
Sugar (cents/lb.) ICE-US 28.71 -0.27 -0.93 33.39 11.90
Cotton (cents/lb.) ICE-US 135.95 4.00 3.03 151.95 61.89
Crude palm oil (ringgit/ton) MDEX 3,598.00 4 0.11 3,640 2,533
Cocoa (pounds/ton) LIFFE 1,992 -17 -0.85 2,322 1,610
Robusta coffee ($/ton) LIFFE 1,904 22 1.17 2,084 1,374

Copper (cents/lb.) COMEX 408.70 -1.35 -0.33 415.45 230.00
Gold ($/troy oz.) COMEX 1392.80 9.60 0.69 1,432.50 897.30
Silver (cents/troy oz.) COMEX 2881.70 56.50 2.00 3,075.00 1,475.00
Aluminum ($/ton) LME 2,361.00 49.00 2.12 2,481.50 1,857.00
Tin ($/ton) LME 25,675.00 100.00 0.39 27,325.00 14,975.00
Copper ($/ton) LME 9,010.00 162.00 1.83 9,010.00 6,120.00
Lead ($/ton) LME 2,385.00 10.00 0.42 2,616.00 1,580.00
Zinc ($/ton) LME 2,267.00 -18.00 -0.79 2,659.00 1,617.00
Nickel ($/ton) LME 23,860 60 0.25 27,590 16,550

Crude oil ($/bbl.) NYMEX 88.37 0.09 0.10 93.29 69.08
Heating oil ($/gal.) NYMEX 2.4668 0.0061 0.25 2.5235 1.5200
RBOB gasoline ($/gal.) NYMEX 2.3405 0.0359 1.56 2.3699 1.8222
Natural gas ($/mmBtu) NYMEX 4.435 -0.171 -3.71 11.750 3.853
Brent crude ($/bbl.) ICE-EU 91.16 0.19 0.21 133.57 68.09
Gas oil ($/ton) ICE-EU 766.50 1.75 0.23 782.75 592.50

Source: Thomson Reuters; WSJ Market Data Group
WSJ.com

Currencies London close on Dec. 9
Per In

AMERICAS Per euro In euros U.S. dollar U.S. dollars

Argentina peso-a 5.2395 0.1909 3.9763 0.2515
Brazil real 2.2438 0.4457 1.7028 0.5873
Canada dollar 1.3317 0.7509 1.0106 0.9895

1-mo. forward 1.3325 0.7505 1.0112 0.9889
3-mos. forward 1.3344 0.7494 1.0127 0.9875
6-mos. forward 1.3377 0.7476 1.0152 0.9850

Chile peso 627.03 0.001595 475.85 0.002102
Colombia peso 2510.22 0.0003984 1905.00 0.0005249
Ecuador US dollar-f 1.3177 0.7589 1 1
Mexico peso-a 16.4624 0.0607 12.4933 0.0800
Peru sol 3.7232 0.2686 2.8255 0.3539
Uruguay peso-e 26.156 0.0382 19.850 0.0504
U.S. dollar 1.3177 0.7589 1 1
Venezuela bolivar 5.66 0.176708 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.3410 0.7457 1.0177 0.9827
China yuan 8.7696 0.1140 6.6553 0.1503
Hong Kong dollar 10.2415 0.0976 7.7723 0.1287
India rupee 59.5436 0.0168 45.1875 0.0221
Indonesia rupiah 11880 0.0000842 9016 0.0001109
Japan yen 110.61 0.009040 83.95 0.011913

1-mo. forward 110.58 0.009044 83.92 0.011917
3-mos. forward 110.51 0.009049 83.87 0.011924
6-mos. forward 110.35 0.009062 83.74 0.011941

Malaysia ringgit-c 4.1409 0.2415 3.1425 0.3182
New Zealand dollar 1.7666 0.5661 1.3407 0.7459
Pakistan rupee 113.059 0.0088 85.800 0.0117
Philippines peso 57.537 0.0174 43.665 0.0229
Singapore dollar 1.7304 0.5779 1.3132 0.7615
South Korea won 1503.43 0.0006651 1140.95 0.0008765
Taiwan dollar 39.719 0.02518 30.143 0.03318
Thailand baht 39.643 0.02523 30.085 0.03324

Per In
EUROPE Per euro In euros U.S. dollar U.S. dollars

Euro zone euro 1 1 0.7589 1.3177
1-mo. forward 1.0001 0.9999 0.7590 1.3176
3-mos. forward 1.0005 0.9995 0.7593 1.3171
6-mos. forward 1.0012 0.9988 0.7598 1.3161

Czech Rep. koruna-b 25.091 0.0399 19.042 0.0525
Denmark krone 7.4552 0.1341 5.6577 0.1768
Hungary forint 278.21 0.003594 211.13 0.004736
Norway krone 7.9858 0.1252 6.0604 0.1650
Poland zloty 4.0362 0.2478 3.0631 0.3265
Russia ruble-d 40.866 0.02447 31.013 0.03224
Sweden krona 9.1139 0.1097 6.9166 0.1446
Switzerland franc 1.2983 0.7702 0.9853 1.0149

1-mo. forward 1.2979 0.7705 0.9849 1.0153
3-mos. forward 1.2969 0.7711 0.9842 1.0160
6-mos. forward 1.2953 0.7720 0.9830 1.0173

Turkey lira 1.9902 0.5025 1.5104 0.6621
U.K. pound 0.8379 1.1934 0.6359 1.5726

1-mo. forward 0.8381 1.1932 0.6360 1.5723
3-mos. forward 0.8385 1.1927 0.6363 1.5716
6-mos. forward 0.8392 1.1916 0.6369 1.5702

MIDDLE EAST/AFRICA
Bahrain dinar 0.4968 2.0130 0.3770 2.6525
Egypt pound-a 7.6291 0.1311 5.7897 0.1727
Israel shekel 4.7727 0.2095 3.6220 0.2761
Jordan dinar 0.9337 1.0711 0.7086 1.4113
Kuwait dinar 0.3723 2.6864 0.2825 3.5398
Lebanon pound 1986.43 0.0005034 1507.50 0.0006634
Saudi Arabia riyal 4.9421 0.2023 3.7506 0.2666
South Africa rand 9.0724 0.1102 6.8851 0.1452
United Arab dirham 4.8399 0.2066 3.6730 0.2723

SDR -f 0.8586 1.1646 0.6516 1.5346

a-floating rate b-commercial rate c-government rate c-commercial rate d-Russian Central Bank rate f-Special Drawing Rights
from the International Monetary Fund ; based on exchange rates for U.S., British and Japanese currencies.
Note: Based on trading among banks in amounts of $1 million and more, as quoted by Thomson Reuters.

Major stock market indexes Stock indexes from around the world, grouped by region. Shown in local-currency terms.

Price-to- PREVIOUS SESSION PERFORMANCE
earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

23 EUROPE Stoxx Europe 600 275.93 0.95 0.35% 9.0% 13.1%

14 Stoxx Europe 50 2613.68 20.93 0.81 1.3 5.6

27 Euro Zone Euro Stoxx 277.01 1.12 0.41 0.8 4.5

13 Euro Stoxx 50 2840.71 21.76 0.77 -4.2 -0.4

15 Austria ATX 2836.83 41.38 1.48 13.7 13.9

10 Belgium Bel-20 2624.40 6.96 0.27 4.5 5.7

11 Czech Republic PX 1169.1 3.2 0.27 4.6 6.2

21 Denmark OMX Copenhagen 410.02 -4.15 -1.00% 29.9 31.7

14 Finland OMX Helsinki 7402.57 -65.13 -0.87 14.7 19.9

13 France CAC-40 3858.05 26.07 0.68 -2.0 1.6

14 Germany DAX 6964.16 -11.71 -0.17 16.9 22.0

... Hungary BUX 21671.73 -91.60 -0.42 2.1 5.5

12 Ireland ISEQ 2845.43 27.54 0.98 -4.4 -1.0

12 Italy FTSE MIB 20533.56 139.61 0.68 -11.7 -8.3

10 Netherlands AEX 349.38 2.66 0.77 4.2 10.0

11 Norway All-Shares 464.19 -1.12 -0.24 10.5 13.5

17 Poland WIG 47465.15 -88.92 -0.19 18.7 21.2

Price-to- PREVIOUS SESSION PERFORMANCE
earnings ratio* Region/Country Index Close Net change Percentage change Yr.-to-date 52-wk.

5 Portugal PSI 20 7943.36 55.70 0.71 -6.1 -2.2

... Russia RTSI 1711.56 17.26 1.02% 19.9 26.6

9 Spain IBEX 35 10185.5 107.1 1.06 -14.7 -12.2

15 Sweden OMX Stockholm 357.95 -3.18 -0.88% 19.5 20.2

14 Switzerland SMI 6537.63 29.50 0.45 -0.1 2.0

... Turkey ISE National 100 65913.89 -1790.72 -2.64 24.8 32.9

12 U.K. FTSE 100 5807.96 13.43 0.23 7.3 10.7

16 ASIA-PACIFIC DJ Asia-Pacific 137.61 0.87 0.64 11.8 13.0

... Australia SPX/ASX 200 4741.30 41.38 0.88 -2.7 2.9

... China CBN 600 26731.80 -451.67 -1.66 -8.0 -8.3

14 Hong Kong Hang Seng 23171.80 79.28 0.34 5.9 6.8

19 India Sensex 19242.36 -454.12 -2.31 10.2 11.9

... Japan Nikkei Stock Average 10285.88 53.55 0.52 -2.5 4.3

... Singapore Straits Times 3210.20 7.40 0.23 10.8 15.4

11 South Korea Kospi 1988.96 33.24 1.70 18.2 20.3

17 AMERICAS DJ Americas 332.61 0.67 0.20 12.2 14.0

... Brazil Bovespa 67622.85 -552.07 -0.81 -1.4 -1.6

17 Mexico IPC 37559.77 -58.00 -0.15 16.9 17.8

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 3:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

Cross rates U.S.-dollar and euro foreign-exchange rates in global trading

USD GBP CHF SEK RUB NOK JPY ILS EUR DKK CDN AUD

Australia 1.0177 1.6004 1.0328 0.1471 0.0328 0.1679 0.0121 0.2810 1.3410 0.1799 1.0070 ...

Canada 1.0106 1.5893 1.0257 0.1461 0.0326 0.1668 0.0120 0.2790 1.3317 0.1786 ... 0.9931

Denmark 5.6577 8.8973 5.7421 0.8180 0.1824 0.9336 0.0674 1.5620 7.4552 ... 5.5984 5.5595

Euro 0.7589 1.1934 0.7702 0.1097 0.0245 0.1252 0.0090 0.2095 ... 0.1341 0.7509 0.7457

Israel 3.6220 5.6960 3.6760 0.5237 0.1168 0.5977 0.0431 ... 4.7727 0.6402 3.5840 3.5592

Japan 83.9450 132.0119 85.1974 12.1368 2.7068 13.8514 ... 23.1764 110.6143 14.8373 83.0645 82.4886

Norway 6.0604 9.5306 6.1508 0.8762 0.1954 ... 0.0722 1.6732 7.9858 1.0712 5.9968 5.9553

Russia 31.0130 48.7710 31.4757 4.4839 ... 5.1173 0.3694 8.5624 40.8658 5.4816 30.6877 30.4749

Sweden 6.9166 10.8770 7.0197 ... 0.2230 1.1413 0.0824 1.9096 9.1139 1.2225 6.8440 6.7965

Switzerland 0.9853 1.5495 ... 0.1425 0.0318 0.1626 0.0117 0.2720 1.2983 0.1742 0.9750 0.9682

U.K. 0.6359 ... 0.6454 0.0919 0.0205 0.1049 0.0076 0.1756 0.8379 0.1124 0.6292 0.6249

U.S. ... 1.5726 1.0149 0.1446 0.0322 0.1650 0.0119 0.2761 1.3177 0.1768 0.9895 0.9826

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of December 09, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

yield ratio Morgan Stanley Index Last Daily YTD 52-wk.

2.40% 15 ALL COUNTRY (AC) WORLD* 321.74 0.38% 7.4% 9.6%

2.50 15 World (Developed Markets) 1,246.56 0.23 6.7 8.5

2.30 15 World ex-EMU 149.46 0.16 9.4 11.4

2.40 15 World ex-UK 1,244.20 0.19 7.0 8.7

3.10 15 EAFE 1,613.27 0.69 2.1 3.4

2.20 14 Emerging Markets (EM) 1,115.25 1.37 12.7 17.0

3.30 14 EUROPE 95.19 0.41 7.8 14.4

3.70 12 EMU 166.53 0.66 -7.7 -6.9

3.40 13 Europe ex-UK 101.84 0.37 5.4 11.2

4.40 11 Europe Value 99.93 0.79 0.5 6.3

2.30 17 Europe Growth 87.69 0.04 15.1 22.6

2.20 22 Europe Small Cap 194.53 0.09 23.8 30.9

2.10 9 EM Europe 340.57 -0.85 22.2 33.1

3.20 16 UK 1,713.77 -0.23 6.6 11.1

2.60 15 Nordic Countries 173.06 -0.16 27.0 32.7

1.60 8 Russia 864.15 -1.82 15.8 23.3

2.40 18 South Africa 816.04 0.21 15.4 19.9

2.70 15 AC ASIA PACIFIC EX-JAPAN 463.14 1.37 11.2 15.1

2.00 16 Japan 554.93 0.94 -2.4 6.2

2.20 14 China 67.18 -1.46 3.7 4.2

0.90 23 India 779.66 -1.34 10.3 14.1

1.20 11 Korea 558.93 -0.43 16.3 26.1

3.40 14 Taiwan 309.69 -0.06 4.6 12.9

1.80 17 US BROAD MARKET 1,389.48 -0.27 12.3 15.4

1.20 33 US Small Cap 2,057.36 -0.00 23.1 32.6

2.30 15 EM LATIN AMERICA 4,461.28 1.72 8.4 10.1

*Twenty-three developed and 26 emerging markets Source: MSCI Barra

Thomson Reuters is the primary data provider for several statistical tables in The Wall Street Journal, including foreign
stock quotations, futures and futures options prices, and foreign exchange tables. Reuters real-time data feeds are used
to calculate various Dow Jones Indexes.

Dow Jones Indexes
Price-to-

Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S.dollars)
yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

2.17% 16 Global TSM 2540.88 0.26% 11.4%

1.97 15 Global Dow 1459.50 0.63% 16.6% 2042.47 0.34 4.4

2.25 14 Global Titans 50 176.00 0.76 11.9 173.21 0.47 0.2

2.68 15 Europe TSM 2694.22 0.05 2.1

2.21 17 Developed Markets TSM 2453.50 0.37 10.7

2.04 12 Emerging Markets TSM 4649.84 -0.66 16.8

2.81 21 Africa 50 955.70 1.02 34.6 799.27 0.74 20.5

2.55 13 BRIC 50 502.80 -0.33 19.5 631.67 -0.61 7.0

2.85 18 GCC 40 627.20 -0.40 38.5 524.55 -0.69 24.0

1.81 18 U.S. TSM 12848.52 0.28 14.8

2.90 29 Kuwait Titans 30 -c 221.88 -0.99 17.3

1.51 RusIndex Titans 10 -c 3878.60 1.04 36.6 6570.19 0.46 24.7

Price-to-
Dividend earnings PERFORMANCE (euros) PERFORMANCE (U.S.dollars)

yield* ratio* Dows Jones Index Last Daily 52-wk. Last Daily 52-wk.

1.85% 11 Turkey Titans 20 -c 689.60 -3.56% 47.8% 788.14 -2.84% 33.6%

4.52 14 Global Select Div -d 187.90 0.33 17.9 211.93 0.05 5.6

5.55 11 Asia/Pacific Select Div -d 291.04 0.44 7.0

4.01 14 U.S. Select Dividend -d 352.21 0.24 12.4

1.56 19 Islamic Market 2167.15 0.15 11.8

1.93 14 Islamic Market 100 1940.60 0.53 16.6 2188.39 0.24 4.4

2.96 13 Islamic Turkey -c 1769.00 -1.25 39.7 3471.19 -0.51 26.3

2.45 14 Sustainability 927.30 0.64 15.3 1031.62 0.36 3.2

3.46 20 Brookfield Infrastructure 1773.70 0.32 27.4 2228.30 0.03 14.0

0.96 22 Luxury 1326.20 -0.44 60.1 1481.55 -0.72 43.3

3.24 22 UAE Select Index 250.49 -0.44 8.1

DJ-UBS Commodity 160.90 0.14 29.9 153.99 -0.14 16.3

*Fundamentals are based on data in U.S. dollar. Footnotes: a-in US dollar. b-dividends reinvested. c-in local currency. Note:All data as of 2 p.m.ET. Source: DowJones Indexes

GLOBAL MARKETS LINEUP



8 THE WALL STREET JOURNAL. Friday - Sunday, December 10 - 12, 2010

U.S. NEWS

Defense suppliers fear
cuts in weapons buying

WASHINGTON—Hopes are dim-
ming in the U.S. defense industry
that Secretary of Defense Robert
Gates might be able to stave off seri-
ous cuts in U.S. weapons-buying pro-
grams.

Earlier this year, Mr. Gates
launched a drive to identify wasteful
or duplicative spending at the Penta-
gon, aiming to realize savings of
$100 billion over the next five years.
Mr. Gates’ plan was to plow those
savings back into weapons-modern-
ization projects, ensuring that
American troops overseas would be
fully equipped even as military
spending flattened out.

But with President Barack
Obama’s deficit commission recom-
mending cuts in defense spending
and an incoming Congress bent on
budget cutting, many defense con-
tractors doubt the Pentagon will ac-
tually get to keep any money it
saves.

“Somebody might throw a
wrench in that,” said Michael Stria-
nese, chief executive of L-3 Commu-
nications Holdings Inc., a supplier
of electronics, communications sys-
tems and support services to the
Pentagon.

Speaking last week at an aero-
space-finance conference in New
York, Mr. Strianese said it was “too
early to comment specifically” on
what weapons programs might be

pared back or given the ax, but he
noted that the deficit panel had
identified “major platforms,” or big-
ticket weapons purchases, as a
prime target for budget cuts.

Since the Sept. 11, 2001, terror
attacks, the U.S. defense budget has
effectively doubled, with total an-
nual Pentagon spending now more
than $700 billion.

In November, preliminary recom-
mendations issued by the deficit
commission’s co-chairmen listed a
number of possible cuts to weapons
programs, including the Marine
Corps’ Expeditionary Fighting Vehi-
cle, the Army’s Ground Combat Vehi-
cle and a version of the F-35 Joint
Strike Fighter. That report also sug-
gested applying savings from the
Pentagon’s efficiency drive to deficit
reduction, instead of other military
uses. While the commission fell
short of the votes required to send a
deficit-reduction plan to Congress
for a vote, its recommendations are
likely to inform the drafting of the
fiscal 2012 defense budget.

Mark DeYoung, president and
chief executive of Alliant Techsys-
tems, Inc., expressed concern that
the Pentagon’s cost-savings effort
would effectively be sacrificed to
deficit reduction. “Clearly, that’s on
my mind; it’s on a lot of CEOs’ minds
in the defense space,” he said.

Mr. DeYoung, whose company
supplies ammunition to the military,
suggested that the midterm elec-

tions, which propelled fiscal conser-
vatives into office on pledges to rein
in federal spending, posed another
threat to the Pentagon’s plan.

“Is there the risk that the politi-
cal environment that we’re in today
may not allow them to do that—and
potentially the politicians want to
look at opportunities to take those
funds and align them to deficit re-
duction?” he said. “Certainly.”

The Pentagon remains publicly
committed to pursuing efficiency
improvements and cost reductions,
with the aim of redirecting those
savings to higher-priority projects.

Ashton Carter, the Pentagon’s ac-
quisition chief, said the department
recognized the need to be “respect-
ful of the taxpayer in a time of fiscal
and economic distress,” but wanted
to keep defense spending steady.

“We’re not going to have an ever-
growing budget, as we’ve had in the
last decade,” said Mr. Carter. “The
country is at war, and I think people
will continue to support a large level
of defense spending.”

Dennis Muilenburg, chief execu-
tive of Boeing Co.’s Boeing Defense,
Space & Security, said much would
depend on Congress and the new
congressional leadership. “It’s a very
real challenge,” he said. “We need to
have a financial, a business process,
that allows that [plan] to happen.
That’s going to take some partner-
ship with [Capitol] Hill, some part-
nership with Congress.”

BY NATHAN HODGE

Defense Secretary Robert Gates awards medals in Afghanistan. The war there has fueled Pentagon spending.

Wind-power battle blows over Texas canyon
A Texas commission won’t allow

a transmission line to cross the sec-
ond-largest canyon in the U.S., a vic-
tory for preservationists that still
raises thorny issues.

Skirting the majestic Palo Duro
Canyon means the line delivering
wind power from the Texas Panhan-
dle will be longer and thus costlier
for consumers. And it will still cut
across land that is home to fragile
wildlife populations.

Such conflicts over the routing
of new transmission lines are likely
to intensify as wind power evolves

from a niche to a significant portion
of the energy portfolio.

Texas operates its own electric
grid and doesn’t face the difficulty
of trying to site transmission lines
across state lines. It has little fed-
eral land, which spares utilities that
are building infrastructure an addi-
tional layer of bureaucracy.

Despite these advantages, plans
to install new West Texas transmis-
sion lines for wind energy have
sparked fierce opposition from a
combination of landowners, devel-
opers and environmentalists.

In the case decided Wednesday
by the Texas Public Utility Commis-

sion, Sharyland Utilities LP, pri-
vately owned by Hunter L. Hunt and
family members, had proposed op-
tions that fell into four geographi-
cally distinct routes.

Two routes would run through
the Palo Duro Canyon—a 120-mile
formation of craggy, chiseled
beauty, part of which is a state park.
Two other routes would run north
of the canyon, whose length is only
surpassed by the Grand Canyon.

Susan Rogers, a non-practicing
lawyer in Amarillo, belongs to a
family that owns 1,800 acres in Palo
Duro Canyon, where she says she
cherishes watching bald eagles and

sheep that climb the canyon walls.
When she received notice of Shary-
land’s plans in August 2009, she
flung herself into the fray.

The campaign by the Rogers
family and others bore fruit. An ad-
ministrative law judge last month
deemed the two geographic routes
that traversed the canyon as “the
least acceptable,” writing that “it is
beyond dispute that the canyon is
considered an iconic feature of the
Texas landscape.”

The judge and the utility com-
mission endorsed the northernmost
route, the first choice of Sharyland.
It runs through the Canadian River

Basin, and is the second-longest and
most expensive option: Its esti-
mated price tag of $190.5 million is
nearly $18 million more than the
shorter route proposed by the util-
ity panel’s legal staff, which also
skirts Palo Duro Canyon.

Mark Bivins of the Texas Parks
and Wildlife Commission disagrees
with the decision. “The northern
route in my mind drastically im-
pedes the opportunity for people to
get into the Canadian River Basin
and enjoy the now un-trespassed
property that these transmission
lines would go across,” he told the
utility panel last week.

BY DANIEL GILBERT

PRNewsFoto

U.S. companies
hold tight to cash

American companies are sitting
on more cash than ever before, as
they hold back from hiring and
spending despite an improving
economy and surging profits.

The U.S. Federal Reserve re-
ported Thursday that nonfinancial
companies in the U.S. held $1.93
trillion in cash and other liquid as-
sets at the end of September, up
from $1.8 trillion at the end of June.

Cash accounted for 7.4% of all
company assets, which range from
buildings to bonds, the highest pro-
portion since 1959.

The cash piling up in corporate
coffers has the potential to help the
U.S. economy grow more vigorously
and bring unemployment lower—if
companies start to spend it on new
plants.

But in the wake of the worst
economic downturn since the 1930s,
companies are hesitating to make
that shift, said Brian Bethune, econ-
omist at IHS Global Insight.

In the aftermath of the 2000
dot-com bust, many nonfinancial
companies adopted a more conser-
vative stance, holding more cash
and less debt. When the recession
hit in late 2007, and the financial
crisis erupted in 2008, their stron-
ger balance sheets helped them
weather the storm.

“They did well by being conser-
vative,” said Mr. Bethune. “Why
would they depart from that?”

Much of the cash building up on
corporate balance sheets belongs to
technology companies, which don’t
have to tie up nearly as much of
their money in plants, real estate,
equipment and inventory as busi-
nesses involved in manufacturing
and retailing.

Tech companies in the Standard
& Poor’s 500-stock index now hold
some $352 billion in cash and short-
term investments, according to
Standard & Poor’s index analyst
Howard Silverblatt.

Among the top holders is Micro-
soft Corp., with $43.25 billion in
cash and short-term investments;
Cisco Systems Inc., with $38.9 bil-
lion; and Google Inc., with $33.4 bil-
lion.

But the propensity to save,
rather than spend, shows up across
the U.S. corporate landscape. FMC
Corp., a Philadelphia-based chemical
company, has sharply reduced its
debt load and increased its access to
cash in recent years, which helped
shield it from the downturn.

The company doesn’t plan to ex-

pand beyond its three main areas of
business—herbicides and pesticides,
food additives, and lithium that
goes into batteries. Nor does FMC
plan to make any major acquisitions.
It is exploring ways to reinvest its
cash in the company and, if it can’t,
it will likely pay it out to sharehold-
ers through dividends and stock
buybacks, according to Chief Finan-
cial Officer Kim Foster.

But FMC is likely to maintain the
conservative stance it adopted prior
to the financial crisis. “That deci-
sion has been validated,” Mr. Foster
said. “We’re not going to be finan-
cially aggressive going forward.”

Another reason that U.S. compa-
nies have avoided spending their
cash is that they don’t believe the
economy is strong enough to justify
it. American household finances are
still badly damaged, according to
Deutsche Bank economist Torsten
Slok, and that’s acting as a drag on
the consumer spending that ulti-
mately powers the U.S. economy.

“The corporate sector is looking
at the household sector and saying
this is not the environment where
we should expand our business,”
said Mr. Slok.

The Fed’s data showed that U.S.
households’ net worth increased to
$54.9 trillion in the third quarter,
up from $53.7 trillion in the second
quarter, but still well below the sec-
ond-quarter 2007 peak of $65.7 tril-
lion.

Household debt, at $13.4 trillion,
was 118% of household income. That
was down from a third-quarter 2007
peak of 130%, but was well above
2000’s average level of 92%.

Some companies are opting to
give their cash to shareholders
through dividends or stock buy-
backs, rather than spending on ex-
pansion. That’s what Fastenal Co.,
which sells screws, nuts, bolts and
other supplies to factories and con-
struction companies, decided to do
with a big chunk of the cash it has
accumulated in recent quarters. On
Monday, the company paid out a
special dividend of 42 cents a share,
or roughly $62 million, a decision
made in part because of uncertainty
about what the U.S. tax policy on
dividends would be next year.

But even after the dividend, the
company, which had $172 million in
cash and cash equivalents at the end
of the third quarter, is holding more
cash than it did prior to last year.

“We’re saving our firepower for
when opportunities might come up,”
said Fastenal Chairman and founder
Bob Kierlin.

BY JUSTIN LAHART
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Major players � benchmarks
Below, a look at the Dow Jones Stoxx 50,
the biggest and best known companies in
Europe, including the U.K.

Credit derivatives
Spreads on credit derivatives are one way the market rates
creditworthiness. Regions that are treading in rough waters can see
spreads swing toward the maximum—and vice versa. Indexes below
are for five-year swaps.

Markit iTraxx Indexes SPREAD RANGE, in pct. pts.
Mid-spread, since most recent roll

Index: series/version in pct. pts. Mid-price Coupon Maximum Minimum Average

Europe: 14/1 1.06 99.73% 0.01% 1.20 0.95 1.04

Eur. High Volatility: 14/1 1.59 97.30 0.01 1.84 1.45 1.60

Europe Crossover: 14/1 4.56 101.76 0.05 5.37 4.24 4.75

Asia ex-Japan IG: 14/1 1.08 99.62 0.01 1.25 0.93 1.09

Japan: 14/1 0.99 100.04 0.01 1.10 0.90 1.00

Note: Data as of December 8

Spreads
Spreads on five-
year swaps for
corporate debt;
based on Markit
iTraxx indexes.
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Tracking
credit
markets �
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Stoxx Europe 50: Thursday's best and worst...

Previous
close, in STOCK PERFORMANCE

Company Country Industry Volume local currency Previous session YTD 52-week

AXA France Full Line Insurance 22,713,831 12.83 4.56% -22.4% -19.2%

Barclays U.K. Banks 83,292,468 276.00 4.49 unch. -5.1

Societe Generale France Banks 6,292,649 41.60 3.82 -15.0 -14.9

BG Group U.K. Integrated Oil & Gas 9,557,742 1,334 3.57 18.9 24.9

Allianz SE Germany Full Line Insurance 4,057,240 90.87 3.16 4.3 9.3

Standard Chartered PLC U.K. Banks 11,125,782 1,810 -3.62% 19.3 24.4

Nokia Finland Telecommunications Equipment 21,658,555 7.50 -1.64 -16.0 -13.0

Hennes & Mauritz AB Series B Sweden Apparel Retailers 3,298,071 236.90 -1.37 19.2 19.8

Siemens Germany Diversified Industrials 3,595,420 89.76 -1.35 39.8 46.0

BASF SE Germany Commodity Chemicals 4,044,391 60.39 -0.97 39.0 42.9

...And the rest of Europe's blue chips
Latest,
in local STOCK PERFORMANCE

Company/Country (Industry) Volume currency Latest YTD 52-week

BNP Paribas 5,769,383 52.01 2.77% -7.0% -5.1%
France (Banks)
UBS 18,275,970 16.16 2.47 0.7 1.0
Switzerland (Banks)
Banco Santander 68,478,067 8.49 2.42 -26.5 -24.5
Spain (Banks)
ING Groep 39,455,703 7.70 2.38 11.6 27.8
Netherlands (Life Insurance)
Intesa Sanpaolo 135,077,985 2.21 2.32 -30.0 -26.7
Italy (Banks)
Deutsche Bank 9,496,232 39.40 2.18 -12.6 -10.4
Germany (Banks)
Zurich Financial Services AG 1,278,821 244.50 2.09 7.9 10.8
Switzerland (Full Line Insurance)
GDF Suez 5,466,598 27.54 2.06 -9.1 -6.1
France (Multiutilities)
Banco Bilbao Vizcaya Argentaria 41,269,997 8.15 2.05 -33.3 -30.8
Spain (Banks)
UniCredit 354,319,773 1.73 2.01 -22.7 -21.5
Italy (Banks)
BHP Billiton 6,087,489 2,469 1.69 23.8 33.5
U.K. (General Mining)
Roche Holding 1,602,456 142.70 1.21 -18.8 -15.5
Switzerland (Pharmaceuticals)
HSBC Holdings 28,674,676 666.70 1.18 -5.9 -6.5
U.K. (Banks)
Credit Suisse Group 8,247,327 39.23 0.98 -23.4 -23.5
Switzerland (Banks)
France Telecom 6,825,785 16.04 0.88 -8.0 -6.7
France (Fixed Line Telecommunications)
E.ON AG 9,002,307 22.59 0.83 -22.7 -17.6
Germany (Multiutilities)
Anglo American 3,602,400 2,995 0.82 10.5 18.7
U.K. (General Mining)
Total S.A. 6,000,477 39.42 0.77 -12.4 -7.9
France (Integrated Oil & Gas)
Telefonica 34,222,672 17.30 0.76 -11.4 -10.2
Spain (Fixed Line Telecommunications)
Deutsche Telekom 17,621,159 9.91 0.50 -3.7 -2.6
Germany (Mobile Telecommunications)

Latest,
in local STOCK PERFORMANCE

Company/Country (Industry) Volume currency Latest YTD 52-week

Unilever 5,952,361 23.35 0.47% 2.6% 8.2%
Netherlands (Food Products)
SAP AG 2,485,831 36.83 0.44 11.6 21.7
Germany (Software)
ENI 11,103,085 16.20 0.43 -9.0 -3.2
Italy (Integrated Oil & Gas)
Diageo 6,008,157 1,163 0.43 7.3 11.2
U.K. (Distillers & Vintners)
Sanofi-Aventis 2,429,301 49.34 0.40 -10.4 -6.7
France (Pharmaceuticals)
Rio Tinto 5,698,150 4,382 0.26 29.2 41.6
U.K. (General Mining)
ABB Ltd. 4,868,749 20.40 0.25 5.0 14.2
Switzerland (Industrial Machinery)
Tesco 10,500,843 426.35 0.21 -0.4 1.8
U.K. (Food Retailers & Wholesalers)
Nestle S.A. 6,169,899 55.50 0.18 10.6 11.1
Switzerland (Food Products)
Novartis 4,460,933 54.00 0.09 -4.4 -3.1
Switzerland (Pharmaceuticals)
Daimler AG 7,463,840 53.30 0.08 43.2 52.2
Germany (Automobiles)
GlaxoSmithKline 4,186,224 1,247 ... -5.5 -4.0
U.K. (Pharmaceuticals)
Royal Dutch Shell A 4,794,261 24.24 -0.12 14.9 20.0
U.K. (Integrated Oil & Gas)
Vodafone Group 73,864,318 163.85 -0.18 14.0 16.2
U.K. (Mobile Telecommunications)
BP PLC 21,956,553 455.40 -0.25 -24.1 -20.6
U.K. (Integrated Oil & Gas)
British American Tobacco 2,042,756 2,366 -0.44 17.3 22.0
U.K. (Tobacco)
Anheuser-Busch InBev N.V. 2,290,501 43.15 -0.54 18.6 22.7
Belgium (Beverages)
Bayer AG 2,838,777 58.28 -0.58 4.1 9.1
Germany (Specialty Chemicals)
L.M. Ericsson Telephone Series B 10,576,967 72.65 -0.62 10.2 7.6
Sweden (Communications Technology)
Astrazeneca 1,646,013 3,017 -0.89 3.7 7.9
U.K. (Pharmaceuticals)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 14.4 $28.77 0.14 0.49%
Alcoa AA 10.8 14.12 –0.02 –0.16
AmExpress AXP 5.0 45.75 0.12 0.26
BankAm BAC 253.6 12.61 0.61 5.08
Boeing BA 3.5 64.59 –0.59 –0.91
Caterpillar CAT 2.9 89.41 –0.21 –0.23
Chevron CVX 6.3 86.37 0.23 0.27
CiscoSys CSCO 70.9 19.76 0.41 2.12
CocaCola KO 6.7 64.80 0.41 0.63
Disney DIS 4.6 36.69 0.12 0.33
DuPont DD 6.8 48.02 –0.86 –1.76
ExxonMobil XOM 11.6 71.83 –0.02 –0.03
GenElec GE 28.2 17.14 0.10 0.56
HewlettPk HPQ 11.0 42.48 –0.18 –0.42
HomeDpt HD 11.7 34.33 0.30 0.88
Intel INTC 58.3 21.76 –0.06 –0.27
IBM IBM 3.2 143.85 –1.13 –0.78
JPMorgChas JPM 31.4 40.77 0.51 1.27
JohnsJohns JNJ 9.1 61.84 –0.61 –0.98
KftFoods KFT 6.0 31.03 ... –0.01
McDonalds MCD 7.0 77.51 –1.23 –1.56
Merck MRK 6.1 35.59 0.20 0.55
Microsoft MSFT 34.3 27.07 –0.16 –0.59
Pfizer PFE 21.7 16.69 –0.03 –0.18
ProctGamb PG 5.1 62.75 0.12 0.19
3M MMM 2.5 84.07 –0.61 –0.72
TravelersCos TRV 2.7 54.68 –0.38 –0.69
UnitedTech UTX 2.7 77.63 –0.06 –0.08
Verizon VZ 13.9 33.66 0.68 2.06

WalMart WMT 7.3 54.34 –0.15 –0.27

Source: WSJ Market Data Group

Credit-default swaps: European companies
At its most basic, the pricing of credit-default swaps measures how much a buyer has to pay to purchase-and
how much a seller demands to sell-protection from default on an issuer's debt. The snapshot below gives a
sense which way the market was moving yesterday.

Showing the biggest improvement...
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Rep Italy 193 –10 –36 –6

Gas Nat 218 –8 –40 –4

Rexam 127 –7 –16 –17

ArcelorMittal 245 –5 –33 5

FIAT 331 –5 –34 –10

Portugal Telecom SGPS 221 –4 –29 –21

REPSOL YPF 145 –4 –16 –4

Intelsat 544 –4 –65 11

ENEL 164 –3 –12 12

Portugal Telecom Intl 223 –3 –26 –19

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Legal Gen 115 4 –4 5

Assicurazioni Generali 174 4 –1 41

ING Verzekeringen 242 4 –4 21

Bco SANTANDER 215 5 –15 20

Bco Bilbao Vizcaya
Argentaria 221 5 –22 –1

Bca Monte dei Paschi di
Siena 253 5 3 37

Dexia Cr 281 5 –9 32

Royal Bk Scotland 188 7 –9 21

Bco Comercial Portugues 806 13 –22 274

Bco Espirito Santo 812 16 –17 275

Source: Markit Group

BLUE CHIPS � BONDS

WSJ.com
Follow the markets throughout the day, with updated stock
quotes, news and commentary at WSJ.com.

Also, receive emails that summarize the day’s trading in Eu-
rope and Asia. To sign up, go to WSJ.com/Email.

US: Bank revenues from equity capital markets

Behind every IPO,
follow-on or
convertible equity
offering is one or
more investment
banks. At right,
investment banks
historical and year-
to-date revenues
from global equity-
capital-market
(ECM) deals

Source: Dealogic
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WORLD NEWS

North Korea revives sea border claim
SEOUL—North Korean dictator

Kim Jong Il met a delegation of
high-level Chinese officials on
Thursday, but neither country indi-
cated the visit would affect Pyong-
yang’s aggression against South Ko-
rea, despite strong pressure from
the South and other nations that
China use its clout to rein in its ally.

Instead, North Korea earlier in
the day made its most direct state-
ment about its motivation for the
Nov. 23 attack on the South’s Yeon-
pyeong Island, reviving previous
claims it has made for possession of
all the waters around the island in
the Yellow Sea. The internationally
accepted boundary of the North’s
waters is a few miles north of the
island.

Officially, South Korea remained
calm about North Korea’s claim,
with government and defense agen-
cies saying nothing in response. But
analysts from all sides of the politi-
cal spectrum in the South sharply
criticized it.

In Pyongyang, a delegation led
by Chinese State Councilor Dai Bing-
guo met Mr. Kim to discuss what
state media from both countries de-
scribed as “bilateral relations” and
“issues of mutual concern.” A
spokeswoman at China’s Ministry of
Foreign Affairs declined further
comment.

The U.S. and other countries
have sharply criticized China for
failing to exert pressure on North
Korea to halt its aggression against
the South. The foreign ministers of
the U.S., Japan and South Korea ear-
lier this week called for China to
contain North Korea and warn it
against further attacks.

The chairman of the U.S. Joint
Chiefs of Staff, Adm. Michael Mullen
in visits to South Korea and Japan
said China has the most influence
on North Korea. “China must lead
and guide North Korea to a better
future,” he said in Tokyo Thursday.

In response, the spokeswoman at
China’s Foreign Ministry said Thurs-
day, “I’d like to ask the people who
make accusations against China,
what efforts have they made toward
regional stability and peace?”

North Korea’s public statements
to explain the Nov. 23 attack have
focused on the positioning of the in-
ter-Korean maritime border off the

countries’ west coast.
Most analysts believe Pyongyang

deeply wants the boundary rede-
fined to allow its fishing vessels to
reach open water in less time and
its naval ships closer access to
South Korea.

But some believe its growing ag-
gressiveness on the matter is driven
by other forces, such as its desire
for South Korea to restart the un-
conditional financial payments it
halted in 2008 and bolstering Mr.
Kim’s attempt to use military ac-
complishments to rally support for
his son to succeed him as the coun-
try’s leader.

Ever since the attack, which
killed four South Koreans, North Ko-
rea has said it fired on the island
because shells from an artillery test
South Korea conducted on the is-
land earlier on Nov. 23 fell into its
waters.

But the North’s statements didn’t
specify precisely where it believed
South Korea fired, leaving open the
interpretation that South Korea vio-
lated the internationally-accepted
maritime border. Seoul denied firing
into the North’s waters.

On Thursday, North Korea again
didn’t say exactly where it thought
South Korea fired but signaled it

didn’t matter because it rejects the
existing border, which its statement
called a “bogus line.”

“The above-said island is located
deep inside the territorial waters of
the [North Korean] side from the
maritime demarcation line,” the
statement said.

Under the internationally-ac-
cepted border, the island is well
within the South’s waters.

“If any live shell firing is con-
ducted from there, shells are bound
to drop inside the territorial waters
of the [North Korean] side no mat-
ter in which direction they are
fired,” the statement added.

South Korea acknowledges the
test but said it fired southward,
away from the inter-Korean mari-
time border as drawn up by the
United Nations in the aftermath of
the Korean War of the 1950s.

A preliminary analysis by the
South’s military of its response to
the North’s shelling—the perceived
slowness of which has become a po-
litical issue in South Korea—showed
that the artillery guns on the marine
outpost on Yeonpyeong were facing
south when the shelling began and
had to be repositioned to fire back
at North Korea.

North Korea since the late 1990s
has grown more vocal and belliger-
ent in its claim of a different mari-
time border, one that runs many
miles to the south of the one drawn
by the U.N. and known in South Ko-
rea as the Northern Limit Line, or
NLL.

In North Korea’s claim, five is-
lands that have long been controlled
by South Korea lie within its waters.
However, North Korea hasn’t
claimed possession of the islands.

“What they say is totally unac-
ceptable,” said Kim Tae-woo, analyst
at the Korea Institute of Defense
Analysis and a hawk on North Ko-
rean policy matters. “They’re in-
fringing on the sovereignty and ter-
ritory of the South.”

The People’s Participatory Party,
a small political party in South Ko-
rea that earlier this week reiterated
its advocacy for turning the dis-
puted maritime border into a shared
fishing area, also criticized the
North’s statement. “We can never
accept their irrational claims,” a
spokesman said.

South Korea several years ago
offered to allow North Korean fish-
ing vessels into waters below the
NLL and offered to pay North Kore-
ans above-market prices for fish.
But as part of the offer, North Korea
would have been required to keep
its military vessels above the NLL,
something that Pyongyong rejected.

The two Koreas in 2007 agreed
to create a “peace zone” in the dis-
puted waters, but the agreement
was vaguely worded and interpreted
differently in the two countries,
which later failed to reconcile the
matter.

—Jaeyeon Woo in Seoul
and Owen Fletcher in Beijing

contributed to this article.

BY EVAN RAMSTAD

North Korean leader Kim Jong Il, right, receives Chinese State Councillor Dai Bingguo in Pyongyang on Thursday. Neither
country indicated that the visit was prompting any shift in their stance on the North’s aggression against South Korea.
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U.S. pushes reluctant Tokyo on Seoul ties
TOKYO—Japan reacted coolly to

pressure from the U.S. to strengthen
military cooperation with South Ko-
rea, suggesting that historical ten-
sions and domestic political chal-
lenges will limit its ability to work
directly with Seoul on efforts to
prevent further aggression from
North Korea.

Adm. Michael Mullen, chairman
of the U.S. Joint Chiefs of Staff,
Thursday repeated a suggestion
made Wednesday in Seoul that the
U.S. hold three-way defense exer-
cises with Seoul and Tokyo. In meet-
ings with Japanese defense officials,
Adm. Mullen asked Japan to help
South Korea hone some military
skill sets, though he didn’t press
Tokyo on direct participation in de-
fense exercises, according to offi-
cials familiar with the talks between

the two nations’ military leaders.
South Korean officials Wednes-

day offered little reaction to the
proposal. But the vice defense min-
isters from South Korea and Japan
will meet in Tokyo on Friday to talk
about North Korea and discuss im-
proving military cooperation.

Adm. Mullen is hopeful that the
existing defense cooperation of the
three countries will eventually re-
sult in full joint exercises, the offi-
cials said.

North Korea’s attack on a South
Korean island last month has shaken
the region, and officials in Washing-
ton hope the situation could help
the U.S. achieve something it has
long sought in East Asia but largely
failed to build: closer ties between
Japan and South Korea.

At the same time, such a devel-
opment is likely to cause some
alarm in Beijing, which would likely
see such closer ties as a threat to

the expansion of its regional influ-
ence.

Adm. Mullen, meeting with Gen.
Ryoichi Oriki, the top officer in the
Japanese self-defense forces, asked
Japan and South Korea to set aside
historical animosities.

“We shouldn’t let the past get in
the way of the future,” Adm. Mullen
told the Japanese leaders, according
to the U.S. officials.

Reaction from Tokyo, however,
was muted, Japanese officials said.

The U.S. has a security treaty
with both Japan and South Korea,
and conducts frequent drills with
both nations. However, the two
Asian neighbors have no such agree-
ment, as bilateral ties are still influ-
enced by negative feelings in South
Korea from Japan’s 35-year occupa-
tion of the Korean peninsula that
began a century ago. Military ex-
changes have only recently started,
and on a limited scale.

“Before Japan can join exercises
with South Korea, we need to con-
sider cautiously their contents and
the nature of our participation,” a
Japanese Defense Ministry spokes-
woman said. “It’s different from ex-
ercises with the U.S., which is our
ally.” Japan’s pacifist constitution
limits the activities of its military
forces beyond what is considered
strictly self defense.

In his private meetings, and to a
degree in his public comments,
Adm. Mullen said he was well aware
of the history between the two
countries, the limits of Japan’s con-
stitution and South Korea’s some-
time wariness of Tokyo. But he said
the very real threat posed by North
Korea was a powerful reason to look
past old differences.

Still, persuading Japan over such
a sensitive national-security issue
will be a challenge for Washington,
given the continued instability in

Japanese political leadership.
Facing plunging approval ratings,

Prime Minister Naoto Kan, the sec-
ond leader since the center-left
Democratic Party of Japan swept to
power in September 2009, has been
increasingly focused on surviving
domestic political challenges posed
by a divided parliament, while put-
ting off decisions on controversial
policies.

There are already signs the
prime minister may be willing to
make compromises on some na-
tional-security issues to stay in
power. As he tries to woo a small
opposition party with pacifist views
for parliamentary cooperation, the
ruling party is moving to ditch a
plan to ease a longstanding ban on
weapons exports—which would al-
low Japanese defense contractors to
participate more actively in joint
developments of weapons and
equipment with other big nations.

BY JULIAN E. BARNES
AND YUKA HAYASHI
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Andfs. Espanya EU EQ AND 12/07 EUR 11.52 -17.2 -17.2 7.2
Andfs. Estats Units US EQ AND 12/07 USD 15.55 3.5 4.7 17.2
Andfs. Europa EU EQ AND 12/07 EUR 7.26 -7.4 -5.1 9.4
Andfs. Franca EU EQ AND 12/07 EUR 9.37 -3.8 -1.2 10.4
Andfs. Japo JP EQ AND 12/07 JPY 487.87 -4.6 -2.3 10.3
Andfs. Plus Dollars US BA AND 10/22 USD 9.66 2.3 3.0 6.2
Andfs. RF Dolars US BD AND 12/07 USD 11.84 3.5 3.6 8.5
Andfs. RF Euros EU BD AND 12/07 EUR 10.96 1.2 1.2 11.1
Andorfons EU BD AND 12/07 EUR 14.42 -0.5 -0.5 9.9
Andorfons Alternative Premium GL EQ AND 10/31 EUR 98.56 -0.4 0.9 0.4
Andorfons Mix 30 EU BA AND 12/07 EUR 9.79 2.4 3.2 10.9
Andorfons Mix 60 EU BA AND 12/07 EUR 9.36 1.0 2.4 9.5

n CHARTERED ASSET MANAGEMENT PTE LTD - TEL NO: 65-6835-8866
Fax No: 65-6835 8865, Website: www.cam.com.sg, Email: cam@cam.com.sg
CAM-GTF Limited OT OT MUS 12/03 USD 411884.94 50.0 63.9 83.0

n DJE INVESTMENT S.A.
internet: www.dje.lu email: info@dje.lu phone:+00 352 269 2522 0 fax:+00 352 269 25252
DJE Real Estate P OT OT LUX 12/09 EUR 8.93 0.9 1.3 -2.1
DJE-Absolut P GL EQ LUX 12/09 EUR 228.73 11.7 13.7 15.3
DJE-Alpha Glbl P OT OT LUX 12/09 EUR 191.80 7.7 9.4 13.0
DJE-Div& Substanz P EU EQ LUX 12/09 EUR 241.67 12.4 15.1 19.5
DJE-Gold&Resourc P OT EQ LUX 12/09 EUR 238.06 39.8 42.1 43.2
DJE-Renten Glbl P EU BD LUX 12/09 EUR 136.74 4.7 4.9 7.6
LuxPro-Dragon I AS EQ LUX 07/20 EUR 144.57 -8.5 5.0 7.6
LuxPro-Dragon P AS EQ LUX 07/20 EUR 140.29 -8.8 4.4 7.0
LuxTopic-Aktien Europa EU EQ LUX 12/09 EUR 17.92 1.2 4.2 12.4
LuxTopic-Pacific OT OT LUX 12/09 EUR 21.40 30.6 30.3 53.9

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com

n HSBC Portfolio Selection Fund
Sel Emerg Mkt Debt GL BD GGY 12/31 USD 350.10 42.6 54.7 6.4
Sel Emerg Mkt Equity GL EQ GGY 12/31 USD 207.66 63.0 73.6 -11.3
Sel Euro Equity EUR OT OT GGY 12/31 EUR 96.29 32.6 27.0 -17.7
Sel European Equity EU EQ GGY 12/31 USD 181.94 42.7 49.9 -16.8
Sel Glob Equity GL EQ GGY 12/31 USD 189.25 35.2 42.1 -15.7
Sel Glob Fxd Inc GL BD GGY 12/31 USD 143.46 11.4 15.8 -1.4
Sel Pacific Equity AS EQ GGY 12/31 USD 143.75 68.5 80.5 -7.1
Sel US Equity US EQ GGY 12/31 USD 123.56 24.0 30.0 -14.2
Sel US Sm Cap Eq US EQ GGY 12/31 USD 168.82 30.1 42.6 -14.8

n HSBC Trinkaus Investment Managers SA
E-Mail: funds@hsbctrinkaus.lu
Telephone: 352 - 47 18471
Prosperity Return Fund A JP BD LUX 12/06 JPY 9995.90 1.1 NS NS
Prosperity Return Fund B OT OT LUX 12/06 JPY 8841.33 -10.2 NS NS
Prosperity Return Fund C OT OT LUX 12/06 USD 95.92 -0.2 NS NS
Prosperity Return Fund D OT OT LUX 12/06 EUR 112.48 15.6 NS NS
Renaissance Hgh Grade Bd A JP BD LUX 12/06 JPY 10221.24 3.5 NS NS
Renaissance Hgh Grade Bd B OT OT LUX 12/06 JPY 8979.35 -8.7 NS NS
Renaissance Hgh Grade Bd C OT OT LUX 12/06 USD 96.79 1.6 NS NS
Renaissance Hgh Grade Bd D OT OT LUX 12/06 EUR 106.11 9.3 NS NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 12/08 EUR 19.30 -20.7 -21.7 -16.0
MP-TURKEY.SI OT OT SVN 12/08 EUR 48.92 40.9 54.6 65.8

n PAREX ASSET MANAGEMENT IPAS
Republikas square 2a, Riga, LV-1522, Latvia

www.parexgroup.com Tel: +371 67010810
Parex Eastern Europ Bal OT OT LVA 12/08 EUR 15.77 18.0 18.1 36.5
Parex Eastern Europ Bd EU BD LVA 12/08 USD 17.19 17.4 18.6 40.4
Parex Russian Eq EE EQ LVA 12/08 USD 25.42 30.2 30.9 72.1

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
Pictet-Agriculture-P EUR GL EQ LUX 12/08 EUR 148.51 23.4 29.2 NS
Pictet-Asian Eq ExJpn-I USD OT OT LUX 12/09 USD 194.73 11.0 12.5 35.5
Pictet-Asian Eq ExJpn-P USD OT OT LUX 12/09 USD 183.87 10.1 11.5 34.3
Pictet-Biotech-P USD OT EQ LUX 12/08 USD 286.41 1.0 2.8 5.3
Pictet-CHF Liquidity-P CH MM LUX 12/08 CHF 124.13 -0.1 -0.1 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 12/08 CHF 93.01 -0.1 -0.1 0.1
Pictet-Conv. Bonds-P EUR OT OT LUX 12/08 EUR 104.83 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 12/08 USD 140.96 20.7 23.5 36.5
Pictet-Eastern Europe-P EUR EU EQ LUX 12/08 EUR 399.87 28.5 34.7 71.0
Pictet-Emerging Markets-P USD GL EQ LUX 12/09 USD 597.87 12.4 13.2 44.7
Pictet-Eu Equities Sel-P EUR EU EQ LUX 12/08 EUR 450.12 9.9 12.9 24.3
Pictet-EUR Bonds-P EU BD LUX 12/08 EUR 398.26 3.9 3.3 2.8
Pictet-EUR Bonds-Pdy EU BD LUX 12/08 EUR 282.72 3.9 3.3 2.8
Pictet-EUR Corporate Bonds-P EU BD LUX 12/08 EUR 152.78 3.7 3.8 11.0
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 12/08 EUR 99.64 3.7 3.8 10.9
Pictet-EUR High Yield-P EU BD LUX 12/08 EUR 169.81 16.2 18.0 37.9
Pictet-EUR High Yield-Pdy EU BD LUX 12/08 EUR 87.98 16.1 17.9 37.9
Pictet-EUR Liquidity-P EU MM LUX 12/08 EUR 136.33 0.3 0.3 0.7
Pictet-EUR Liquidity-Pdy EU MM LUX 12/08 EUR 96.33 0.3 0.3 0.7
Pictet-EUR Sovereign Liq-P EU MM LUX 12/08 EUR 102.50 0.1 0.1 0.4
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 12/08 EUR 99.98 0.1 0.1 0.4
Pictet-Europe Index-P EUR EU EQ LUX 12/08 EUR 112.27 10.7 13.1 23.1
Pictet-European Sust Eq-P EUR EU EQ LUX 12/08 EUR 147.28 10.1 12.6 22.2
Pictet-Glo Emerging Debt-P USD GL BD LUX 12/08 USD 265.40 9.9 9.8 24.2
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 12/08 USD 164.03 9.9 9.8 24.2
Pictet-Greater China-P USD AS EQ LUX 12/09 USD 398.40 13.2 14.8 37.6
Pictet-Indian Equities-P USD EA EQ LUX 12/09 USD 399.17 13.7 15.1 51.6
Pictet-Japan Index-P JPY JP EQ LUX 12/09 JPY 8841.09 -1.0 0.6 7.1
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 12/09 JPY 4483.78 1.0 2.7 9.5
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 12/09 JPY 7813.68 0.5 1.4 5.8
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 12/09 JPY 7533.08 -0.1 0.8 5.1
Pictet-MENA-P USD OT OT LUX 12/08 USD 52.76 16.7 14.6 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 12/09 USD 308.82 12.1 14.5 47.9
Pictet-Piclife-P CHF OT OT LUX 12/08 CHF 801.31 1.2 1.8 6.4
Pictet-Premium Brands-P EUR OT EQ LUX 12/08 EUR 94.22 44.8 50.3 47.8
Pictet-Russian Equities-P USD EE EQ LUX 12/08 USD 78.01 23.7 27.1 87.2
Pictet-Security-P USD GL EQ LUX 12/08 USD 125.83 25.7 29.2 37.6
Pictet-Small Cap Europe-P EUR EU EQ LUX 12/08 EUR 581.61 28.6 32.1 36.8
Pictet-Timber-P USD GL EQ LUX 12/08 USD 116.05 9.7 13.5 36.7
Pictet-USA Index-P USD US EQ LUX 12/08 USD 100.80 10.8 12.0 19.6
Pictet-USD Government Bonds-P US BD LUX 12/08 USD 534.90 5.8 4.1 1.8
Pictet-USD Government Bonds-Pdy US BD LUX 12/08 USD 370.90 5.8 4.1 1.8
Pictet-USD Liquidity-P US MM LUX 12/08 USD 131.24 0.2 0.1 0.4
Pictet-USD Liquidity-Pdy US MM LUX 12/08 USD 84.70 0.2 0.2 0.4
Pictet-USD Sovereign Liq-P US MM LUX 12/08 USD 101.63 0.1 0.1 0.2
Pictet-USD Sovereign Liq-Pdy US MM LUX 12/08 USD 100.13 0.1 0.1 0.2
Pictet-Water-P EUR GL EQ LUX 12/08 EUR 147.94 19.0 23.6 19.5
Pictet-World Gvt Bonds-P USD OT OT LUX 12/08 USD 169.75 4.0 0.8 5.1
Pictet-World Gvt Bonds-Pdy USD OT OT LUX 12/08 USD 134.03 4.0 0.8 5.1

n POLAR CAPITAL PARTNERS LIMITED
International Fund Managers (Ireland) Limited PH - 353 1 670 660 Fax - 353 1 670 1185
Global Technology OT EQ IRL 12/08 USD 17.54 30.4 37.5 52.1
Japan Fund USD JP EQ IRL 12/09 USD 17.98 13.2 11.1 15.2
Polar Healthcare Class I USD OT EQ IRL 12/08 USD 13.12 1.5 4.2 NS
Polar Healthcare Class R USD OT EQ IRL 12/08 USD 13.04 1.0 3.7 NS

n Hemisphere Management (Ireland) Limited

Discovery USD A OT OT CYM 10/29 USD 104.34 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 11/30 USD 12.12 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 10/29 USD 136.29 -0.8 0.0 5.8
Europn Forager USD B EU EQ CYM 10/29 USD 236.74 5.8 6.1 15.0
Latin America USD A GL EQ CYM 04/30 USD 14.21 2.2 -4.7 14.7
Paragon Limited USD A EU EQ CYM 11/28 USD 324.09 12.7 12.7 14.2
UK Fund USD A OT OT CYM 10/29 USD 197.18 7.2 5.0 8.5

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 12/01 USD 176.94 38.9 43.6 95.6

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 12/08 EUR 722.49 2.1 6.1 13.5
CORE EUROZONE EQ B EU EQ IRL 12/08 EUR 860.13 3.4 7.3 14.4
EURO FIXED INCOME A OT OT IRL 12/08 EUR 1303.51 4.7 4.7 7.2
EURO FIXED INCOME B OT OT IRL 12/08 EUR 1399.70 5.3 5.4 7.9
EUROPEAN SMALL CAP A EU EQ IRL 12/08 EUR 1530.31 27.4 32.0 33.0
EUROPEAN SMALL CAP B EU EQ IRL 12/08 EUR 1648.63 28.2 32.8 33.8
EUROZONE AGG A EUR EU EQ IRL 12/08 EUR 742.79 13.3 16.4 22.6
EUROZONE AGG B EUR EU EQ IRL 12/08 EUR 1073.48 13.9 17.1 23.3
GLB REAL EST SEC A OT EQ IRL 12/08 USD 1013.19 13.0 14.9 27.0
GLB REAL EST SEC B OT EQ IRL 12/08 USD 1050.46 13.6 15.6 27.7
GLB REAL EST SEC EH A OT EQ IRL 12/08 EUR 887.27 10.3 13.2 21.5
GLB REAL EST SEC SH B OT EQ IRL 12/08 GBP 84.11 11.1 14.0 21.9
GLB STRAT YIELD A OT OT IRL 12/08 EUR 1809.24 12.6 13.9 29.6
GLB STRAT YIELD B OT OT IRL 12/08 EUR 1946.88 13.2 14.6 30.4
GLOBAL BOND A OT OT IRL 12/08 EUR 1276.77 15.5 16.7 12.6
GLOBAL BOND B OT OT IRL 12/08 EUR 1367.43 16.2 17.4 13.3
GLOBAL BOND EH A EU BD IRL 12/08 EUR 1483.70 7.9 8.1 12.3
GLOBAL BOND EH B EU BD IRL 12/08 EUR 1583.74 8.5 8.7 12.9
JAPAN EQUITY A JP EQ IRL 12/08 JPY 11219.91 -3.6 -2.2 7.7
JAPAN EQUITY B JP EQ IRL 12/08 JPY 12026.18 -3.0 -1.6 8.4
PAC BASIN (X JPN) A AS EQ IRL 12/08 USD 2592.68 13.4 15.8 46.3
PAC BASIN (X JPN) B AS EQ IRL 12/08 USD 2782.58 14.0 16.5 47.2
PAN EUROPEAN EQUITY A EU EQ IRL 12/08 EUR 1082.14 12.4 16.5 21.9
PAN EUROPEAN EQUITY B EU EQ IRL 12/08 EUR 1160.07 13.1 17.2 22.6
US EQUITY A US EQ IRL 12/08 USD 956.74 9.6 12.3 19.7
US EQUITY B US EQ IRL 12/08 USD 1030.12 10.3 13.0 20.4
US SMALL CAP EQUITY A US EQ IRL 12/08 USD 1569.12 21.8 27.7 27.0
US SMALL CAP EQUITY B US EQ IRL 12/08 USD 1690.55 22.4 28.5 27.7

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 12/07 EUR 32.01 8.0 7.2 5.8
Bonds Eur Corp A EU BD LUX 12/08 EUR 23.45 1.6 1.2 7.4
Bonds Eur Hi Yld A EU BD LUX 12/08 EUR 22.73 10.4 11.7 31.8
Bonds EURO A EU BD LUX 12/08 EUR 41.41 0.9 0.0 2.9
Bonds Europe A EU BD LUX 12/08 EUR 40.11 2.6 2.0 3.2
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 12/07 USD 43.32 3.1 -0.5 6.9
Eq. AsiaPac Dual Strategies A AS EQ LUX 12/08 USD 11.56 11.0 12.6 37.1
Eq. China A AS EQ LUX 12/08 USD 24.65 2.2 0.1 28.5
Eq. Concentrated Euroland A EU EQ LUX 09/30 EUR 86.45 -7.0 -5.2 -3.5
Eq. ConcentratedEuropeA EU EQ LUX 12/08 EUR 29.96 10.9 15.8 18.8
Eq. Emerging Europe A EU EQ LUX 12/07 EUR 29.97 27.2 35.4 46.7
Eq. Equities Global Energy OT EQ LUX 12/07 USD 18.64 2.8 5.0 22.0
Eq. Euroland A EU EQ LUX 12/07 EUR 10.99 1.5 3.9 13.4
Eq. Euroland MidCapA EU EQ LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A EU EQ LUX 12/07 EUR 172.97 22.5 23.8 35.5
Eq. EurolandCyclclsA OT EQ LUX 12/08 EUR 19.69 10.6 14.8 21.5
Eq. EurolandFinancialA OT EQ LUX 12/07 EUR 9.50 -16.0 -16.6 8.3
Eq. Glbl Emg Cty A GL EQ LUX 12/07 USD 9.56 -1.2 -1.2 34.9
Eq. Global A GL EQ LUX 12/07 USD 30.30 8.8 10.0 25.3

Eq. Global Resources A GL EQ LUX 12/07 USD 130.56 19.6 19.1 56.0
Eq. Gold Mines A OT EQ LUX 12/07 USD 41.47 36.9 30.7 66.3
Eq. India A EA EQ LUX 12/08 USD 150.27 14.9 16.6 48.6
Eq. Japan CoreAlpha A JP EQ LUX 12/08 JPY 7352.13 1.4 1.3 17.6
Eq. Japan Sm Cap A JP EQ LUX 12/08 JPY 1045.19 -2.3 -2.7 7.3
Eq. Japan Target A JP EQ LUX 12/09 JPY 1605.60 -2.0 0.1 3.9
Eq. Latin America A GL EQ LUX 12/07 USD 130.49 12.2 11.4 50.0
Eq. US ConcenCore A US EQ LUX 12/07 USD 25.43 12.5 16.5 27.6
Eq. US Focused A US EQ LUX 12/07 USD 17.36 9.5 11.4 19.2
Eq. US Lg Cap Gr A US EQ LUX 12/07 USD 17.16 12.5 14.9 27.8
Eq. US Mid Cap A US EQ LUX 12/07 USD 36.05 20.6 25.1 39.9
Eq. US Multi Strg A US EQ LUX 12/07 USD 24.06 13.1 15.5 25.1
Eq. US Rel Val A US EQ LUX 12/07 USD 22.51 9.3 11.3 22.7
Eq. US Sm Cap Val A US EQ LUX 12/07 USD 18.59 16.6 20.6 23.4
Money Market EURO A EU MM LUX 12/07 EUR 27.51 0.4 0.4 0.8
Money Market USD A US MM LUX 12/08 USD 15.88 0.3 0.3 0.5

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT EQ BMU 12/02 USD 804.66 -16.3 -22.1 -10.3
MENA Special Sits Fund OT OT BMU 10/31 USD 1120.56 3.8 -1.7 8.1
MENA UCITS Fund OT OT IRL 12/02 USD 1057.10 NS NS NS
UAE Blue Chip Fund OT OT ARE 12/02 AED 5.12 -3.9 -16.5 -0.9

n YUKI INTERNATIONAL LIMITED
Tel +44-207-269-0203 www.yukifunds.com

n YMR-N Series
YMR-N Growth Fund JP EQ IRL 12/09 JPY 9314.00 -1.5 2.5 5.2
YMR-N Small Cap Fund JP EQ IRL 12/09 JPY 6653.00 -5.1 -2.6 4.1

n Yuki 77 Series
Yuki 77 General JP EQ IRL 12/09 JPY 5731.00 -6.8 -3.9 1.0

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/09 JPY 6663.00 -2.4 1.1 5.4
Yuki Chugoku JpnLowP JP EQ IRL 12/09 JPY 7724.00 2.4 5.6 -0.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/09 JPY 4310.00 -7.8 -4.2 -0.9
Yuki Hokuyo Jpn Inc JP EQ IRL 12/09 JPY 4963.00 -5.4 -3.2 -2.4
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/09 JPY 4824.00 -5.5 -3.0 3.2

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 12/09 JPY 4058.00 -8.2 -4.1 -0.6
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 12/09 JPY 4314.00 -7.5 -3.5 -0.7
Yuki Mizuho Jpn Exc 100 JP EQ IRL 12/09 JPY 6365.00 -8.7 -5.3 4.1
Yuki Mizuho Jpn Gen JP EQ IRL 12/09 JPY 8460.00 -1.8 1.8 5.2
Yuki Mizuho Jpn Gro JP EQ IRL 12/09 JPY 6198.00 -2.5 0.0 1.2
Yuki Mizuho Jpn Inc JP EQ IRL 12/09 JPY 7381.00 -3.3 -0.2 -2.1
Yuki Mizuho Jpn Lg Cap JP EQ IRL 12/09 JPY 4927.00 -5.0 -1.5 1.2
Yuki Mizuho Jpn LowP JP EQ IRL 12/09 JPY 11177.00 -3.3 1.1 1.8
Yuki Mizuho Jpn PGth JP EQ IRL 12/09 JPY 7254.00 -8.9 -6.3 -1.1
Yuki Mizuho Jpn SmCp JP EQ IRL 12/09 JPY 6727.00 -5.7 -3.0 6.2
Yuki Mizuho Jpn Val Sel AS EQ IRL 12/09 JPY 5519.00 -2.3 0.8 5.3
Yuki Mizuho Jpn YoungCo AS EQ IRL 12/09 JPY 2383.00 -12.6 -9.5 0.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 12/09 JPY 4486.00 -17.2 -14.4 -3.9
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Natixis denies role
in Madoff fraud

PARIS—Natixis denied allega-
tions made in the latest of a series
of lawsuits by a trustee seeking to
recover assets for victims of Ber-
nard Madoff’s investment fraud.

A lawsuit filed late Wednesday is
seeking about $1.4 billion from
seven U.S. and European banks, in-
cluding French bank Natixis.

The trustee, Irving Picard, said
the lawsuits, which were filed under
seal, accuse the banks of overlook-
ing warning signals about Mr. Mad-
off’s fraud while receiving transfers
of money from his firm through
“feeder funds” that invested most or
all of their assets with him.

The complaints also accuse the
banks of helping sustain the fraud
by creating derivative investment
products linked to the feeder funds’
performance, Mr. Picard said.

Natixis said it hasn’t received the
complaint filed by the Bernard L.
Madoff Investment Securities LLC
trustee, adding it plans to defend it-
self against the claims.

“Natixis has acted in good faith
at all times and has not benefited
from, nor did it assist in or have
knowledge of, the fraud carried out
by Bernard Madoff,” the bank said
in a statement Thursday.

At the end of last year, Natixis
set aside €463 million ($614 million)
to cover all of its exposure to the

Madoff firm, net of insurance.
Mr. Picard, is seeking $425 mil-

lion from Citigroup Inc. and $400
million from Natixis. He also filed
complaints seeking smaller amounts
from Merrill Lynch, part of Bank of
America Corp.; ABN Amro Bank
NV; Banco Bilbao Vizcaya Argen-
taria SA; Nomura Holdings Inc.;
and Fortis.

ABN Amro, which is owned by
the Dutch government, is facing a
claim of $270 million, while its
hedge-fund services unit Prime Fund
Solutions, or PFS, is being sued for
$230 million.

A spokesman said ABN Amro
hasn’t received the complaint but
the bank will “strongly defend” it-
self. The spokesman said the law-
suit isn’t likely to affect the planned
sale of PFS to Credit Suisse Group
AG, which is scheduled to be com-
pleted in the second half of 2011.

Credit Suisse isn’t likely to be
hurt either because the sale only in-
volves the clients of PFS, the
spokesman said. PFS is a former
unit of Fortis Bank Nederland,
which is now being merged with
ABN Amro. In 2008, Fortis booked a
€922 million provision related to its
exposure to the Madoff fraud.

Citibank has said it will “vigor-
ously defend against these claims by
the trustee as they are without
merit and entirely untrue,” while
Nomura and Merrill Lynch declined
to comment.

BY ELENA BERTON
AND MAARTEN VAN TARTWIJK

Morgan Stanley to curb pay
Morgan Stanley has told execu-

tives to budget some 10% to 25%
less for bonuses this year as the se-
curities firm tries to put a tight lid
on pay while wrestling with turbu-
lent market conditions and the com-
pany’s makeover, according to a per-
son familiar with the situation.

Dozens of managing directors
who oversee groups of employees at
the New York company have been
informed of the estimates, which
are preliminary and subject to
change in the coming weeks, this
person said.

The cuts would affect traders,
back-office staff and other major
employee groups, though unusually
strong performers in equity capital
markets and investment banking
could be spared. Top executives also
might be pressed to take less.

Morgan Stanley officials have
been told to make tentative plans
for a bonus pool that in some cases
is down by 10% to 25% by depart-
ment. If revenues surge in the last
few weeks of December, bonus re-
ductions might be smaller than cur-
rently expected.

Morgan Stanley also could get a
boost from plans to sell a stake in
China International Capital Corp.,
resulting in a pretax gain of about
$700 million. Employees won’t be
told until January about the size of
their bonuses for 2010, but the con-
versations with executives are al-
most certain to rein in expectations.

“All indications are that pay will
be down. Gorman has been pretty

articulate about that,” one Morgan
Stanley official said, referring to
Chief Executive James Gorman.

Mr. Gorman, who took over as
CEO on Jan. 1 from John Mack, is
trying to do something that law-
makers and government officials
have accomplished with only limited
success: tame pay.

The former McKinsey & Co. man-
agement consultant and Merrill
Lynch & Co. brokerage executive has
been critical of Wall Street’s past
pay practices.

“There was an imbalance,” he
said at an industry speech in No-
vember. When “pretty average em-

ployees [are] making four, five, ten
times what somebody in any other
industry would be making, it doesn’t
quite work right.”

Coupled with his remarks that
Wall Street needs to stress team-
work over the perception that “the
individual ... is the hero,” the 52-
year-old Mr. Gorman grabbed the
attention of traders.

Mr. Gorman needs to pay enough
to hold onto talented employees, but
also wants to improve Morgan Stan-
ley’s profits by keeping pay lower
than last year’s 62% of revenues. Mr.
Gorman in February said that figure

represented “a historic high ... that
we’ll never see again.”

Through the first nine months of
this year, Morgan Stanley set aside
about 50% of the firm’s revenues for
compensation.

Part of the decline comes from
increased revenues and despite the
fact that Morgan Stanley pays its gi-
ant brokerage force based on pre-
set formulas.

Morgan Stanley officials have
been chewing over Mr. Gorman’s in-
tentions. A few days after his Nov. 8
speech at the Securities Industry
and Financial Markets Association,
one Morgan Stanley insider joked:
“Did he say something on compen-
sation?”

Another Morgan Stanley veteran
said he hoped it was all window-
dressing.

“I think his comments were over-
played,” said the trader. “The devil
is in the details. What he says exter-
nally is less important that what he
does.”

Some parts of Morgan Stanley
are performing well this year. Its in-
vestment-banking business has
thrived amid a flurry of deals that
include representing the U.S. gov-
ernment in various stock sales. Most
recently, the company helped lead
the giant initial public stock offering
of General Motors Co. and this
week’s $10.5 billion stock offering
from Citigroup Inc.

While Mr. Gorman isn’t alone in
arguing that Wall Street’s pay prac-
tices needed changes, he has been
one of the loudest voices inside the
industry.

BY AARON LUCCHETTI

CEO James Gorman, who
took over in January, has
criticized Wall Street pay
practices.
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ChinastepsupNobelresponse
BEIJING—China blocked access

to several foreign media outlets, in-
tensified a crackdown on political
activists, and fired a fresh salvo of
criticism at the U.S. on the eve of a
ceremony Friday marking the award
of the Nobel Peace Prize to Liu Xi-
aobo, a jailed Chinese dissident.

A hastily established Chinese or-
ganization held a rival ceremony on
Thursday to present the inaugural
“Confucius Peace Prize” to a Tai-
wanese politician—even though he
wasn’t present and his office said he
hadn’t been notified of the award.

A handful of Mr. Liu’s overseas-
based supporters, meanwhile, began
arriving in Oslo for a ceremony that
has triggered a global divide be-
tween mostly Western democracies
on one side, and China and a host of
predominantly authoritarian gov-
ernments on the other.

China has refused to release Mr.
Liu or allow his family and friends
to attend the ceremony. It has also
pressured other countries to boycott
the event. Of the 65 Oslo-based am-
bassadors who were invited, 20 at
least will be absent—double the
number in 2009.

But the Nobel Committee and
Mr. Liu’s supporters appear equally
determined to draw international
attention to the ceremony—the first
at which the award will not be col-
lected since 1936, when it was given
to Carl von Ossietzky, a German
pacifist detained in a Nazi concen-
tration camp.

Mr. Liu—a former literature pro-
fessor who was sentenced to 11
years in prison for “state subver-
sion” in December 2009—will be
represented by an empty chair, with
his photograph on it.

Some of Mr. Liu’s words will be
read out by Liv Ullman, a Norwegian
actress, said Geir Lundestad, secre-
tary of the Nobel Committee, adding
that the committee didn’t want to
use a U.S. actor for fear of fueling
Chinese accusations that the award
was masterminded by the U.S. and
its allies.

Among the musicians performing
is Lynn Chang, a Chinese-American
violinist who teaches at the Boston
Conservatory. Mr. Chang still has
family in China and has expressed
concern that his appearance at the
ceremony may prompt Chinese au-
thorities to prevent him from visit-
ing them, or even cause problems
for some of his mainland Chinese
students.

A children’s choir will sing at the
end of the ceremony in line with a
personal request from Mr. Liu which
he made when he was allowed a
brief meeting with his wife, Liu Xia,

after the award was announced in
October.

“The short-term backlash from
China is to be expected, but no one
can be sure what the long-term ef-
fects will be,” Mr. Lundestad said.

Chinese authorities stepped up
their campaign Thursday by block-
ing many reports about Mr. Liu on
the satellite television channels and
websites of several Western news
organizations, including the British
Broadcasting Corp. and CNN.

Authorities routinely block
broadcast segments on sensitive or
politically charged events and did so
around the time of the October an-
nouncement of Mr. Liu’s award on
the channels, which are mainly
available in upscale hotels or hous-
ing compounds, but less-frequent
reports in the interim period had
been allowed to air without interfer-
ence.

On Thursday, attempts to access
the websites of the BBC, CNN or the
Norwegian broadcaster NRK yielded
error messages.

Police also intensified a crack-
down on political activists across
the country, warning many not to
leave their homes or take part in
celebrations marking Mr. Liu’s
award, according to rights groups.

Liu Xia has been under effective
house arrest since the award was

announced, and dozens of other dis-
sidents have had their movements
or communications restricted.

China’s government has said Mr.
Liu is a criminal and rejected inter-
national criticism of his imprison-
ment as an attempt to undermine
China. On Thursday, Beijing
launched a fresh barrage of criti-
cism, this time directed at the U.S.
House of Representatives, which
voted Wednesday 402-to-1 to con-
gratulate Mr. Liu and again call for
his immediate release.

The House resolution “disregards
facts, confuses right and wrong, and
crudely interferes in China’s internal
affairs,” Foreign Ministry spokes-
woman Jiang Yu told a regular news
briefing. “We urge the U.S. lawmak-
ers...to change their arrogant and
unreasonable attitude, and show the
respect they should have for the
Chinese people and China’s judicial
sovereignty.”

The Global Times, a tabloid
newspaper published by Communist
Party mouthpiece the People’s Daily,
said this year’s Peace Prize had
“caused the world confusion and di-
visions.”

“All the applause has come from
the West and the citizens of the
third-world countries are all now
China’s allies,” it said in an editorial.

The Global Times had suggested

three weeks ago that China should
establish a “Confucius Peace Prize”
to rival the Nobel. A group calling
itself a nongovernmental organiza-
tion has done just that, holding a
ceremony Thursday to symbolically
award the prize to Lien Chan, a for-
mer vice president of Taiwan who
has encouraged reconciliation with
mainland China.

“We believe that Mr. Lien Chan,
with his knowledge, dignity, and po-
litical wisdom, would not refuse
peace, and he would not refuse this
prize,” said Tan Changliu, an aca-
demic who is the new prize’s main
organizer.

But Mr. Lien did not attend, and
the $15,000 cash prize was collected
instead by a young girl, whom orga-
nizers didn’t identify. Mr. Lien had
no plan to accept the award because
“we haven’t been notified by any-
one,” said Ting Yuan-chao, a spokes-
man for his office. “We don’t even
know which department and who is
handling the award.”

Organizers said the prize had
nothing to do with the government,
although an invitation to the cere-
mony had suggested involvement of
a department under China’s Minis-
try of Culture. Ministry officials said
they had never heard of the prize.

—Aries Poon in Taipei
contributed to this article.

BY JEREMY PAGE

A man walks in front of a poster of Chinese dissident Liu Xiaobo at a Nobel Peace Center exhibition in Oslo, on Thursday.
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U.S. bans Pakistan aid contractor
The U.S. government banned an

American nonprofit group from re-
ceiving new funding because of its
alleged misconduct in a $150 million
project in Pakistan, a move which
shows the complexity facing a mas-
sive U.S. aid push in the region.

The U.S. Agency for International
Development, an arm of the govern-
ment which disburses aid, said an
initial inquiry had found “substanti-
ated evidence of misconduct” by
Washington-based Academy for Ed-
ucational Development.

AED, a nonprofit group involved
in education, health and develop-
ment programs, said in a statement
it was cooperating with USAID’s in-
vestigation and was reviewing its
operations to address the agency’s
concerns.

USAID in July ended a five-year,
$150 million project run by AED to
improve schools, roads and other in-
frastructure in Pakistan’s tribal re-
gions after its Office of Inspector
General, an internal auditor, found
evidence of fraud. In its semiannual
report to Congress for the period
ending Sept. 30, the auditor said it

had found evidence that staff work-
ing on the AED project had overpaid
for goods.

Overpayment is are seen as a
way to siphon money out of aid con-
tracts. The office said USAID had
fired a dual Canadian-Pakistani citi-
zen who was working on contract
for USAID on the project because of
evidence he used his position to get
work for relatives.

The U.S. hopes to use a five-year
$7.5 billion civilian-aid package for
Pakistan, which was adopted in
2009, to help combat poverty in ar-
eas which have been recruiting

grounds for the Taliban. Develop-
ment in those areas is seen as nec-
essary to help fulfill President Ba-
rack Obama’s pledge to begin
withdrawing troops from Afghani-
stan in July.

The failure of projects in the re-
gion that predate Mr. Obama’s gov-
ernment, including the one run by
AED, show how difficult it will be to
ramp up aid spending there. USAID’s
Office of Inspector General said in
its report to Congress that security
issues in both Pakistan and Afghani-
stan “have hindered program ac-
complishment.”

BY TOM WRIGHT

Haiti plans
to review
disputed
election

PORT-AU-PRINCE, Haiti—Haiti’s
electoral commission said Thursday
it would review the results of last
month’s disputed presidential elec-
tion after allegations of fraud and
voter intimidation led to violent
protests when the results were an-
nounced.

In a statement issued Thursday
morning, the Haitian Provisional
Electoral Council said that it would
set up a “commission of verifica-
tion” to review votes for the top
three candidates in the Nov. 28 elec-
tion. The board wouldn’t be directed
just by the government, but com-
posed of Haitian and international
election observers, some of whom
had already called into question of-
ficial results this week, and repre-
sentatives of the top three winners.

Acknowledging the growing crit-
icism of the vote, the commission
cited “the problems and the insatis-
faction with results” and said a
thorough review was needed to “re-
assure the Haitian population of the
full transparency” of the process.

The decision is a change of
course for the board that had been
attempting to clear two candidates
for a runoff in January. It found that
Mirlande Manigat, a former first
lady, had won 31% of the vote, and
Jude Célestin, an engineer favored
by the ruling party, came in second
with 22.5%.

Michel “Sweet Micky” Martelly, a
singer who was popular among
Haiti’s poor, came in third with 21.8%,
the commission said. Only Mrs. Mani-
gat and Mr. Célestin would qualify
for the runoff, under the rules.

The result threw Haiti into two
days of violence as thousands of
protesters, some carrying weapons
and setting fire to buildings, took to
the streets Wednesday. Many were
supporters of Mr. Martelly, who
claimed that their candidate had
been unfairly robbed of the second-
place seat by Mr. Célestin, who is
supported by Haiti’s President Rene
Préval.

The U.S. Embassy also cast doubt
on the official count calling the re-
sults “inconsistent” with figures
from international and domestic
election observers. The United Na-
tions, too, said it was concerned
about allegations of fraud.

As demonstrations continued
Wednesday, protesters at one point
set fire to the headquarters of Mr.
Préval’s party, witnesses said. A
crowd also fought with U.N. peace-
keepers in parts of Port-au-Prince,
and the airport was closed after
American Airlines canceled flights.

Streets in the capital Thursday
had calmed again, even before the
electoral board announced its re-
view. But a sense of unease re-
mained as most businesses re-
mained closed and most downtown
streets were barricaded.

BY INGRID ARNESEN

The result threw Haiti into
two days of violence as
thousands of protesters
took to the streets.
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technical/price-driven analysis Ranked on % total return (dividends reinvested) in U.S. dollars for one year
ending December 09, 2010

Leading 10 Performers
FUND FUND LEGAL % Return in $US **
RATING * NAME FUND MGM'T CO. CURR. BASE YTD 1-YR 2-YR 5-YR

NS Ceres Ceres Funds USDUSA 107.85 103.30 46.25 NS
Agriculture Program Management, LLC

NS Becker Asset Becker Asset USDUSA 76.12 84.57 59.03 NS
Management Proprietary B Management LLC

1 Bayou City Bayou City USDUSA 26.28 67.19 48.35 9.44
Capital, LP Capital, LP

3 Commodity Commodity Futures USDUSA 57.05 58.17 18.42 31.29
Futures Services IPATS Services

NS DCP Oracle DCP Oracle USDCYM 35.57 43.83 NS NS
Asia Limited (Cayman) Limited

NS Global Sigma Global Sigma USDUSA 33.93 42.12 NS NS
Plus Group, LLC

NS Superfund Superfund Group of USDUSA 50.64 36.36 NS NS
Gold, L.P. Series A-1 affiliat inves comp

NS Theta Funds Specialty Finance USDUSA 24.58 35.84 22.77 NS
Capital

4 Magic Washington Asset USDVGB 20.60 32.82 38.61 78.05
Capital Fund, LTD Advisors, LLC

NS Coeli Coeli Fonder AB SEKSWE 25.62 32.14 9.03 NS
Spektrum

NOTE: Changes in currency rates will affect performance and rankings. Source: Morningstar, Ltd
KEY: ** 2YR and 5YR performance is annualized 1 Oliver’s Yard, 55-71 City Road
NA-not available due to incomplete data; London EC1Y 1HQ United Kingdom
NS-fund not in existence for entire period www.morningstar.co.uk; Email: mediaservice@morningstar.com

Phone: +44 (0)203 107 0038; Fax: +44 (0)203 107 0001

Advertisement [ INTERNATIONAL INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

MARKETS

Advertisement [ ALTERNATIVE INVESTMENT FUNDS www.wsj.com/funddata ] Advertisement

12-month and 2-year returns may be calculated over 11- and 23-month periods
pending receipt and publication of the last month end price.
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n ALEXANDRA INVESTMENT MANAGEMENT
Alexandra Convertible Bond Fund I, Ltd. (Class A) OT OT VGB 08/31 USD 2174.86 28.6 51.1 47.6

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A OT OT CYM 10/29 EUR 100.66 -0.4 -0.4 -1.9
D'Auriol Opp F3 EUR OT OT CYM 09/30 EUR 954.33 -3.5 -3.7 -9.1

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 03/12 USD 963.12 4.5 105.6 -23.2

n HORSEMAN CAPITAL MANAGEMENT LTD.
T: +44(0)20 7838 7580, F: +44(0) 20 7838 7590, www.horsemancapital.com
Horseman EmMkt Opp EUR GL EQ USA 01/31 EUR 187.60 -23.2 -21.7 -7.7
Horseman EmMkt Opp USD GL EQ USA 01/31 USD 194.78 -24.5 -22.7 -9.1
Horseman EurSelLtd EUR EU EQ GBR 11/30 EUR 215.49 10.4 13.3 1.0
Horseman EurSelLtd USD EU EQ GBR 11/30 USD 228.81 13.4 16.3 2.2
Horseman Glbl Ltd EUR GL EQ CYM 11/30 USD 400.47 8.0 6.5 -8.3
Horseman Glbl Ltd USD GL EQ CYM 11/30 USD 400.47 8.0 6.5 -8.3

n HSBC ALTERNATIVE INVESTMENTS LIMITED
T +44 20 7860 3074 F + 44 20 7860 3174 www.hail.hsbc.com
HSBC Absolute Companies
Global Absolute OT OT GGY 03/31 GBP 1.11 2.9 16.5 0.6
Global Absolute EUR OT OT GGY 05/13 EUR 1.56 2.8 14.2 NS

Global Absolute USD OT OT GGY 03/31 USD 2.05 2.8 15.2 0.3

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 10/29 EUR 90.76 -0.3 0.7 NS
Special Opp Inst EUR OT OT CYM 10/29 EUR 86.22 0.2 1.4 NS
Special Opp Inst USD OT OT CYM 10/29 USD 98.21 0.5 1.5 NS
Special Opp USD OT OT CYM 10/29 USD 95.62 -0.2 0.8 NS

n HSBC Portfolio Selection Fund
GH Fund AP OT OT GGY 04/30 EUR 120.82 3.5 -13.4 -3.8
GH Fund CHF Hdg OT OT GGY 10/29 CHF 113.23 2.4 2.9 NS
GH Fund EUR Hdg (Non-V) OT OT GGY 04/30 EUR 109.43 2.9 -15.9 -5.9
GH Fund GBP Hdg OT OT GGY 10/29 GBP 135.85 3.0 3.6 NS
GH Fund Inst USD OT OT GGY 10/29 USD 115.41 3.5 4.1 NS
GH FUND S EUR OT OT CYM 10/29 EUR 132.63 4.0 4.7 NS
GH FUND S GBP OT OT GGY 10/29 GBP 138.00 4.3 5.0 NS
GH Fund S USD OT OT CYM 10/29 USD 155.87 4.0 4.7 NS
GH Fund USD OT OT GGY 10/29 USD 280.86 2.8 3.3 NS
Hedge Investments OT OT JEY 08/31 USD 139.81 NS 4.9 NS
Leverage GH USD OT OT GGY 09/30 USD 121.63 2.7 3.0 NS
MultiAdv Arb CHF Hdg OT OT JEY 10/29 CHF 96.29 1.9 3.0 NS
MultiAdv Arb EUR Hdg OT OT JEY 10/29 EUR 105.26 2.3 3.6 NS
MultiAdv Arb GBP Hdg OT OT JEY 10/29 GBP 113.66 2.4 3.7 NS
MultiAdv Arb S EUR OT OT CYM 10/29 EUR 113.80 3.5 5.0 NS
MultiAdv Arb S GBP OT OT CYM 10/29 GBP 119.36 3.7 5.1 NS
MultiAdv Arb S USD OT OT CYM 10/29 USD 130.02 3.4 4.8 NS
MultiAdv Arb USD OT OT JEY 10/29 USD 198.30 2.2 3.4 NS

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 11/19 EUR 100.94 1.7 2.3 NS
Asian AdvantEdge OT OT JEY 11/19 USD 185.83 1.7 2.4 NS
Emerg AdvantEdge OT OT JEY 11/19 USD 169.89 1.5 NS NS
Emerg AdvantEdge EUR OT OT JEY 11/19 EUR 94.13 1.0 NS NS
Europ AdvantEdge EUR OT OT JEY 11/19 EUR 131.19 -1.1 -2.9 NS
Europ AdvantEdge USD OT OT JEY 11/19 USD 139.11 -1.4 -3.1 NS
Real AdvantEdge EUR OT OT JEY 11/19 EUR 108.69 0.4 0.4 NS
Real AdvantEdge USD OT OT JEY 11/19 USD 109.55 1.1 1.1 NS
Trading Adv JPY OT OT GGY 07/30 JPY 9414.60 2.1 -1.0 NS
Trading AdvantEdge OT OT GGY 11/19 USD 149.27 6.4 1.6 NS
Trading AdvantEdge EUR OT OT GGY 11/19 EUR 134.71 5.7 0.8 NS
Trading AdvantEdge GBP OT OT GGY 11/19 GBP 143.68 6.7 1.9 NS

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 12/03 USD 421.46 14.3 21.3 43.7
Antanta MidCap Fund EE EQ AND 11/26 USD 848.37 19.5 26.5 71.1
Meriden Opps Fund GL OT AND 11/24 EUR 43.86 -26.9 -31.8 -30.6
Meriden Protective Div GL EQ AND 09/01 EUR 79.14 NS NS NS

n OTHER FUNDS
For information about these funds, please contact us on Tel: +44 (0) 207 842 9694/9633
Medinvest Plc Dublin OT OT IRL 06/30 USD 1481.20 NS 1.3 -4.4

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H GL OT CYM 09/30 EUR 1049.82 11.2 8.1 NS
Winton Evolution GBP Cls G GL OT CYM 09/30 GBP 1056.92 11.4 8.3 NS
Winton Evolution USD Cls F GL OT CYM 09/30 USD 1332.74 11.3 8.3 3.5
Winton Futures EUR Cls C GL OT VGB 09/30 EUR 216.04 10.1 7.2 3.5
Winton Futures GBP Cls D GL OT VGB 09/30 GBP 223.85 10.3 7.5 3.9
Winton Futures JPY Cls E GL OT VGB 09/30 JPY 15277.71 11.4 8.6 3.4
Winton Futures USD Cls B GL OT VGB 09/30 USD 768.05 10.3 7.6 3.6

INDICES
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n ARIX ABSOLUTE RETURN INVESTABLE INDEX
Feri Institutional Advisors, www.feri.de

ARIX Composite Gross USD OT OT GBR 11/30.00 USD1445.60 7.4 -12.7 -6.5

European shares
gain for fourth day

European stocks closed margin-
ally higher Thursday, with financial
stocks leading the way, while the
euro reacted mildly to a credit-rat-
ing firm’s downgrade of debt-laden
Ireland.

The Stoxx Europe 600 index
ended up 0.4% at 275.93, its highest
close since September 2008. It was
the index’s fourth consecutive gain.

The U.K.’s FTSE 100 closed up
0.2% at 5807.96, Germany’s DAX
slipped 0.2% to 6964.16 and France’s
CAC-40 closed 0.7% higher at
3858.05.

In New York, the Dow Jones In-
dustrials Average was down 0.2%, or
23.61 points, at 11348.87 in late
trade. In Asia, South Korea’s Kospi
jumped 1.7% to 1988.96, its highest
finish in more than three years, as
technology shares rose on expecta-
tions of strong holiday-season sales.

The euro slipped after Fitch Rat-
ings downgraded Ireland by three
notches to BBB-plus and declared
the outlook “stable.” The downgrade
was spurred by weaker growth
prospects and greater uncertainty
about the economy due to the deep-
ening financial crisis in the region.
Despite the downgrade, Ireland’s
ISEQ index rose 1% to close at
2845.43.

A boost to investors’ confidence
came from the U.S., where weekly
claims for unemployment benefits

fell by 17,000, more than expected
by analysts. Also, U.S. wholesale in-
ventories rose a bigger-than-ex-
pected 1.9% in October.

Thursday afternoon in New York,
the euro was at $1.3231, down from
$1.3263 late Wednesday, and at
110.75 yen from 111.43 yen. The Brit-
ish pound was at $1.5744 from
$1.5808. The dollar was at 83.71 yen
from 84.01 yen and at 0.9820 Swiss
franc from 0.9865 franc.

Elsewhere, declining yields on
Treasury securities encouraged in-
vestors back into the gold market.
Gold for January delivery on the
Comex division of the New York
Mercantile Exchange rose $9.60 per
ounce, or 0.7%, to $1,392.10.

Yields fell after an auction of $13
billion in 30-year bonds met with
strong demand. The benchmark 10-
year note rose 2/32 to close at 94
29/32, yielding 3.228%, and the 30-
year bond rose 23/32 to 97 16/32 to
yield 4.401%.

Light, sweet, crude for January
delivery closed up nine cents at
$88.37 per barrel on Nymex.

In major market action:
ASML Holding gained 8% in Am-

sterdam after the company raised
its forecast for fourth-quarter book-
ings to more than €2 billion ($2.65
billion) and said it sees “stronger-
than-expected demand for lithogra-
phy equipment” from most seg-
ments of the semiconductor market.
The company had forecast bookings

of €1.3 billion.
Financial shares gained as inves-

tors were eager to buy stocks that
have lagged behind the rest of the
market in the past few months.
Royal Bank of Scotland Group rose
3.3% in London. The stock is at its
highest level since Nov. 15 but is
still down 14% from where it was
two months ago. Société Générale

ended 3.8% higher in Paris. The
stock is down 15% year to date.

Sweden’s Active Biotech surged
more than 32% after an experimen-
tal multiple-sclerosis pill developed
with Teva Pharmaceuticals reduced
relapse rates in a study.

—Simon Kennedy
and Barbara Kollmeyer

contributed to this article.
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TDC stake
priced at
mid-range

Danish telecom operator TDC
A/S said Thursday its main share-
holder, NTC, is selling a stake in the
company at 51 Danish kroner ($9.08)
a share, roughly in the middle of the
expected pricing range, in one of the
larger European public stock offer-
ings this year.

The offering totals 210 million
shares, plus an overallotment option
of 31.5 million shares. TDC closed
down 5.6% at 49.10 kroner ($8.73),
whike the Copenhagen market fell
by 1.1%.

NTC, which is controlled by pri-
vate-equity firms Apax Partners
LLP, Blackstone Group LP, Kohlberg
Kravis Roberts & Co., Permira Ad-
visers KB and Providence Equity
LLP, bought the majority of TDC’s
shares in 2005 for about $12 billion,
plus $3.3 billion in debt.

Some 12% of TDC’s shares re-
mained trading on the Copenhagen
stock exchange following the partial
buyout, so NTC’s stake sale is tech-
nically not an initial public offering.

The private-equity owners will
retain a stake in TDC of around 55%
to 60%, down from 88%.

In a separate statement, TDC said
it will buy back shares worth a total
of nine billion kroner, also at 51 kro-
ner a share, under a previously
planned program.

BY GUSTAV SANDSTROM




