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Russia moves to woo investors
MOSCOW—Russian Prime

Minister Vladimir Putin prom-
ised Tuesday to loosen re-
strictions on foreign invest-
ment in some sectors next
year, hours after President
Dmitry Medvedev reiterated
his calls to improve what he
called Russia’s “bad” invest-
ment climate.

The leaders’ unusually
frank assessment and olive
branch to foreign investors
comes at a time when inves-
tors and business leaders
have dismissed government
efforts to stimulate private in-
vestment as little more than
talk. The big increase in state
ownership and regulation
over the last few years is sti-
fling growth and holding back
vital investment, they say.

The latest high-profile
criticism of the Kremlin’s
stance on business came from
Vladimir Potanin, owner of
the Interros metals, media
and banking holding company
and one of Russia’s wealthiest
businessmen. “There is less
and less space for indepen-
dent business,” Mr. Potanin
said in a recent interview. “To
do business, you need a pow-
erful partner—either a large
company or the authorities.”

“They make the right dec-
larations,” Mr. Potanin contin-
ued, speaking of Kremlin
pledges to improve the invest-
ment climate, which have
been a hallmark of Mr. Med-

vedev’s two-year-old presi-
dency. “But I’d like to see
deeds follow those words.”

Mr. Potanin spoke last
week, before a Moscow court
on Monday declared former
oil tycoon Mikhail Khodork-
ovsky guilty of embezzling
billions of dollars in oil from
his OAO Yukos company and
laundering the proceeds.

Authorities’ seven-year
prosecution of Mr. Khodork-
ovsky, and the break-up and
partial renationalization of
Yukos, have for many inves-
tors come to symbolize the
Kremlin’s turn away from pri-
vate business. Defense law-
yers and many observers say
the cases are politically moti-
vated, an allegation the Krem-
lin denies.

The Russian government
further increased its control
over the economy during the
financial crisis, bailing out
companies and banks and
providing billions in subsidies
to support struggling compa-
nies.

Heavily dependent on raw
materials exports and cheap
foreign credit, Russia’s econ-
omy suffered a 7.9% contrac-
tion in 2009 as the global fi-
nancial crisis hit. With
commodity prices still well
below their pre-crisis highs
and international capital less
plentiful, growth over the
next few years is expected
around 4%, far below the lev-
els seen before the crisis and

Please turn to page 3

BY ALEXANDER KOLYANDR

Russian Prime Minister Vladimir Putin, center, visits a new Moscow office of Russian bank VTB with Chief Executive Andrei Kostin, left.
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Housing weighs on U.S.
The U.S. housing market,

which appeared poised for a
recovery earlier in the year,
now could be heading for a
second downward shift—even
as the rest of the economy
shows signs of recovery.

In closely watched Stan-
dard & Poor’s/Case-Shiller
data released Tuesday, all 20
cities in the index posted
month-over-month declines in
October.

Only four areas of the
U.S.—Los Angeles, San Diego,
San Francisco and Washing-
ton— posted year-over-year
gains. Six markets, including
Atlanta and Miami, hit their
lowest since prices started
falling four years ago, pushing
prices in those areas below
the lows seen in most regions
in spring 2009. Overall, the
home price index fell 1.3% in
October from September.

Wells Fargo projects prices

will drop 8% more by
mid-2011 given high supply.
“Right now, demand is still
dead in the water,” said econ-
omist Sam Bullard. Home
prices also face several other
major hurdles: rising mort-
gage rates, the expiration of a
federal tax credit for buyers,
more foreclosures and under-
water homeowners ready to
walk away as home values dip
further.

The dark housing clouds
come as economic data out
this month provided hope
that the economy is on the
cusp of strong growth. For
starters, retail sales returned
to levels seen just before the
recession started in 2007.
Manufacturing continues to
expand and U.S. exports have
recovered back to levels from
just before the financial crisis.
Optimism among heads of
small businesses and large

corporations is also back to
pre-recession levels.

But housing—and the con-
tinued jobs slump—remain
trouble spots. Worries about
joblessness are pushing con-
sumer confidence lower, de-
spite strength in holiday sales
and a rising stock market. The
Conference Board, a business
research group, said Tuesday
that its confidence index fell
to 52.5 from 54.3 last month
as consumers’ views about job
availability worsened.

The labor market has
added a million jobs in the
past year, but that pace is far
too slow to offset an unem-
ployment rate that climbed to
9.8% last month.

� Falling home prices threaten
the economic recovery .......... 7

� City-by-city guide to trends
in U.S. housing prices at
WSJ.com/Economics
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3D in TV, film
yet to take on
new dimension

Reality may finally be coming to
3D expectations.

Recent weak box-office results,
despite the availability of several 3D
movies, are a reminder of the limits
of 3D’s appeal to theater audiences.
This shouldn’t be a surprise. 3D may
be novel but the real lure is the con-
tent it transforms. As BTIG analyst
Rich Greenfield noted in a report
Monday, “3D is not a panacea for
awful movies.”

The same holds true in televi-
sion, where 3D sets carry a premium
of a couple of hundred dollars to
other high-end TVs.

Just two weeks ago, executives
at electronics retailer Best Buy
noted that 3D set sales were proving
“slower to take hold” than the in-
dustry had hoped. One problem: the
limited amount of 3D TV program-
ming.

So far, sports network ESPN has
launched a 3D channel, and so has
DirecTV, working with Panasonic.
On-demand 3D movies are available
fairly broadly. A joint venture of
Sony, Discovery Communications
and Imax have announced plans to
launch a 3D channel early in 2011.
Otherwise, 3D pickings are slim.

It took a decade for high-defini-
tion television to become main-
stream. The first HD TV sets ap-
peared in 1998, according to the
Consumer Electronics Association,
although sales weren’t significant
until 2003.

It wasn’t until 2009 that 50% of
U.S. households had one, the CEA
estimates. By that time set prices
had dropped sharply and most well
known channels were available in
high definition.

There is no guarantee 3D pro-
gramming will ever become as wide-
spread as HD.

And given that many consumers
have only recently bought a high-
definition set, many will likely resist
paying up for a 3D set soon. Those
hoping for a faster takeoff of 3D
could be left feeling, well, flat.

—Martin Peers

Credit is facing tougher times in 2011
Corporate-bond investors have

enjoyed two consecutive years of
strong returns. They shouldn’t count
on three in a row.

In Europe, the sovereign-debt cri-
sis looms large. In the U.S., where
fiscal spending may prop up growth,
the risk is that credit quality will
suffer. Credit selection will be key to
making money in bonds in 2011.

Corporate debt has been in a
sweet spot since the start of 2009. It
has offered a boost to yields when
compared with government debt, yet
has proven a safer home than stocks.
In 2010, corporate bonds returned
4.1% in Europe and 7.8% in the U.S.,
according to Barclays Capital, hand-
ily outperforming government bond
benchmarks. High-yield bonds were
again the star performer, with 14.2%
returns in the U.S. and 13.3% in Eu-
rope, beating stocks.

Government bond yields are now
rising, but this need not be a threat
to corporate bonds. If yields on gov-
ernment debt climb because eco-
nomic recovery is gaining pace, the

gap between those bonds and corpo-
rate debt could continue to contract.
High-yield bonds are likely to per-
form particularly well in that case.

But other risks lurk for both Eu-
ropean and U.S. bonds. In Europe,
the danger is further spillover from
the sovereign-debt crisis. Investors
are already shying away from trou-

bled euro-zone countries such as Ire-
land, Greece, Portugal and Spain and
have loaded up on seemingly safer
government debt, according to Citi-
group data.

Investors also are shunning sub-
ordinated financial debt, as countries
introduce legislation that opens the
path to bondholders sharing the bur-
den for bank failures, such as Ire-
land’s new resolution regime. And
concerns persist about senior bank
debt, particularly if a euro-zone sov-
ereign debt restructuring were to
take place.

Plus, about €600 billion ($789.48
billion) of senior and covered bank
bonds fall due in 2011, Deutsche
Bank notes, raising fears over refi-
nancing risk. Companies with strong
balance sheets and global revenues
may offer relative safety but could
still be stung by fallout from any es-
calation of trouble in the govern-
ment debt.

In the U.S., fiscal problems pose a
less immediate risk. Instead, a com-
bination of extremely low interest

rates and inflation fears brought
about by the Federal Reserve’s gov-
ernment bond-buying program may
make stocks look a better bet than
corporate bonds next year. That
trend could be amplified if share-

holders start to demand returns
through stock buybacks, heightened
dividend payouts or leveraged buy-
outs, since these will hurt credit
quality.

Overall, investors will need to be
nimble—even in the best case, where
Europe surmounts its crisis, sparking
a credit rally. Simply relying on a re-
peat of the market-wide rallies that
powered 2009 and much of 2010
won’t be enough.

Food for thought for India’s leaders
It is time for India’s government

to put its money where its mouth is.
New Delhi has raised $30 billion

since March by selling state assets
and telecom airwaves—about as
much as the country will attract in
foreign direct investment this fiscal
year. The priority for this money
should be food security. New Delhi
talks about guaranteeing food for
the poor, but smart investment is
needed to fix fundamental problems.

The neglect of India’s farms is a
threat to the nation’s economic fu-
ture, not least through inflation. The
persistence of double-digit increases
in food prices earlier this year, re-
gardless of weather, has made clear
this is a structural problem.

India’s problems lie with infra-
structure. A plan to target irrigation
would be particularly compelling;
60% of India’s farmland still depends
on rainfall for its water needs. The

Ministry of Agriculture’s total annual
budget, including spending on the
development of such infrastructure,

stands at just $4.6 billion, or 2% of
India’s annual budget.

Building more storage capacity is
equally important, so that millions
of tons of food grain don’t rot in
open fields. The good news is that
foreign retailers, which would build
their own cold-storage capacity, are
eager to enter India. And govern-
ment co-investment and tax incen-
tives would speed up investment.

Improved research and education
would be valuable. For example, New
Delhi subsidizes fertilizers but fails
to educate farmers on how to use
them properly. The resulting overuse
reduces crop yields.

India’s governments have been
criticized for not delivering on
promises to make India’s economic
growth more inclusive and sustain-
able. They should use the recent fi-
nancial windfall to change that.

—Harsh Joshi

Source: the company
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Homeowners think in three di-
mensions: location, location, loca-
tion. But there is a fourth: timing.

Despite Tuesday’s dismal S&P
Case-Shiller U.S. house-price data,
the suffering isn’t universal. Prices
in Washington, D.C., are down
25.7% since their May 2006 peak
but up almost 4% in the year to
October. Las Vegas has the biggest
drop from its peak, down 57%. The
worst performer on a 12-month ba-
sis, though, is Chicago, off 6.5%.

Keep an eye on Phoenix. Until
early 2009, it vied with Vegas for
the country’s biggest drop from
peak prices. It is now the second-
worst, down 53.4%. However, while
Vegas appears to have stabilized,
Phoenix’s 12-month trend has dete-
riorated from a gain of 7.2% in
May’s index to a decline of 4.3% in
the latest. Phoenix’s struggle to
rise from the ashes isn’t over yet.

Overall, investors will need
to be nimble—even in the
best case, where Europe
surmounts its crisis.

OVERHEARD

Farmers in northeastern India
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Euroland moves from tragedy to farce

What a
euroyear it has
been. The show
opened with a
Greek tragedy and
is closing with,

well, a eurofarce. Greece found
out it can’t pay its creditors,
Ireland thought it could but it
couldn’t, Portugal and Spain think
they can, but they can’t. And the
Eurocracy responded with a
farcical promise to set up an
unspecified structure to raise an
unspecified sum to pay an
unspecified portion of those bills.
Germany permitting.

The interesting thing about the
year that is now coming to a close
is that the turmoil in the currency
markets proved the Euroskeptics
right—monetary union without
fiscal union is not tenable in the
long run—and was nevertheless a
victory for those who have always
seen the creation of the euro as
merely an essential first step on
the road to political union.

The year saw the markets
awaken to the fact that there are
enduring differences between
southern and northern Europe. No
longer would countries running
huge budget deficits be able to
borrow on the same terms as
Germany. No longer would income
transfers to Spain be able to
paper over that country’s
dependence on an unsustainable
property boom, fueled by cajas
ready to lend on the skimpiest
proof that the loans would be
repaid. And no longer would
Portugal be able to persuade
lenders to make credit available
on reasonable terms despite the
inability of its economy to eke out
any discernible growth. In short,
the party’s over.

But a new one was launched,
this one with the Eurocracy and
Germany serving as co-hosts, the
former providing the meeting
room, the latter the money. First
came the hors d’oeuvres, bailouts
for Greece and Ireland when

international markets became
effectively closed to them. Then
came the main course:
establishment of bailout
mechanisms to assure lenders
they need not fear default by any
nation that had been invited to
the europarty. Finally, the dessert,

a delectable confection that
promised one and all that never
again would a crisis like this
emerge because all of the club
members are now prepared to
follow the path taken by the
United States some 200 years ago.
As the Founding Fathers put it
when they affixed their signatures
to the Declaration of
Independence, “We mutually
pledge to each other our Lives,
our Fortunes, and our sacred
Honor”—with the emphasis in this
case on “Fortunes.”

All else that happened in
euroland in 2010 pales into
insignificance when compared
with the decision to set up
mechanisms for replacing—some

say supplementing, some say
monitoring—national decision-
making on fiscal policy with
control by the Brussels-based
Eurocracy, amending the Lisbon
Treaty to make that possible. This
is the step that the founders of
the euro always knew would some
day be necessary. That day has
now arrived, and they are
delighted.

Or almost. For the price of this
“more perfect union” (to borrow
again from American experience,
in this case the language of the
Constitution) is allowing Germany
to become a lot more than primus
inter pares. Germany is the
paymaster, and the price for the
use of its stellar credit rating, and
the strength of its still-expanding
economy, is deference to the
wishes of Chancellor Angela
Merkel. After all, with about half
her electorate aching for a return
of the Deutsche mark, and an even
larger portion unhappy about
picking up the check for the
partying Greeks, she has no choice
but to demand control in return
for cash. As Peter Zeihan of
Stratfor Global Intelligence puts
it, “Germany is attempting to
trade beneficial benefits for the
right to make policy adjustments
that normally would be handled
by a political union. It’s a pretty
slick plan.”

So here’s how the euroyear
ends. Greece, Ireland, Portugal
and Spain will have to restructure
their sovereign obligations, with
investors on notice from Germany
that they will face haircuts as part
of the process of neatening
national balance sheets. When
these indebted countries
restructure, not only their own
banks but those in Germany and
other countries will have to write
down some of the sovereign and
company debt on their balance
sheets, just at a time when they
will have to raise capital to meet
new regulatory requirements.
That will reduce their ability to
lend to fund growth just when
austerity is biting because of
conditions imposed by the
International Monetary Fund, the
European Central Bank and the
Brussels bureaucracy, the latter
speaking on behalf of Ms. Merkel.
Meanwhile, the ECB is doing its
bit: last week it almost doubled its
purchases of government bonds to
prevent interest rates from rising.

Here’s the farce. All of this
absorption with internal matters
has reduced the importance of the
EU in international affairs, exactly
the opposite effect the Europhiles
had anticipated closer union
would produce. An internal EU
report notes, “Europe is no longer
the main strategic pre-occupation
of U.S. foreign policy.…The U.S. is
increasingly looking to new
partners to address old and new
problems.” Worse still, as the year
ended the players in this farce
squeezed in one more meeting,
this one in Beijing.

China has been pouring money
into Africa and other developing
nations in order to buy resources
and, more important, influence.
Now, says Wang Qishan, a Chinese
vice premier, his country will use
its new wealth to support the
euro zone. “We appreciate the
support of China,” responded Olli
Rehn, Europe’s commissioner for
economic and monetary affairs. As
do his counterparts in the
developing world.

—Irwin Stelzer is a director
of economic-policy studies

at the Hudson Institute.

Chancellor Merkel has no choice but to demand control in return for cash.
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All of this absorption with
internal matters has
reduced EU importance in
international affairs.
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Advertising

n French state-controlled com-
pany Aéroports de Paris and out-
door advertising firm JCDecaux
said they plan to create a joint
venture to sell advertising space
and operate a TV network for
air passengers.

i i i

Agribusiness

n China’s Ministry of Commerce
opened an antidumping investiga-
tion into U.S. exports of a live-
stock feed that the U.S. farm in-
dustry lobby has sought to
promote among Chinese feed
mills, the latest in a series of
trade actions Beijing has started
against major partners.

i i i

Autos

n China’s Ministry of Finance will
end a tax break for purchases of
smaller cars that helped to drive
auto sales in the past two years.

i i i

Aviation

n Companies forced to cut busi-
ness-air travel costs during the
downturn are now looking to
maintain them and are still requir-
ing staff to seek the best fares,
keep costs down when planning
itineraries and accept some re-
strictions on ticket flexibility, the
U.K.’s air regulator said.

n U.S. aviation regulators are
proposing fixes to midair collision
warning devices installed on al-
most 9,000 U.S airliners and busi-
ness aircraft, after uncovering a
safety problem during a test
flight.

i i i

Conglomerates

n General Electric is furthering
two joint-venture agreements in
Russia, a new area of focus for the
conglomerate as Russian officials
aim to improve energy and health-
care infrastructure. GE said it will
form separate ventures with Rus-
sian energy company Inter RAO
and state-owned technology-hold-
ing company Rostekhnologii.

i i i

Construction

n Shareholders of German con-
struction company Hochtief have
tendered almost 1.555 million
shares to Spain’s Actividades de
Construcción y Servicios, a slight
increase from Monday, but the
company’s stake in Hochtief vot-
ing rights is unchanged at 29.27%,
ACS said.

i i i

Energy

n The global oil industry—far
from chastened by the cata-
strophic U.S. Gulf of Mexico
spill—is planning record spending
next year, including a large
amount for deep-water develop-
ment, according to a new survey.

n Kunlun Energy agreed to buy a
natural-gas transmission company
from PetroChina for 18.9 billion
yuan ($2.85 billion).

i i i

Financial services

n AIG, which is preparing to re-
pay its aid from the U.S. govern-

ment, has obtained $4.3 billion in
new credit lines from commercial
banks to replace its funding from
the Federal Reserve Bank of New
York.
n Separately, AIG could raise be-
tween US$2.2 billion and US$3
billion in its second attempt to
sell its Taiwan life insurance unit,
surpassing the US$2.15 billion it
would have raised in an earlier
deal rejected by the island’s regu-
lators in August, a Taiwanese
lawmaker said.

n Dai-ichi Life Insurance will
make Tower Australia Group a
wholly owned unit for about 100
billion yen ($1.21 billion), a person
familiar with the matter said. Ja-
pan’s second-largest life insurer
currently owns a 29.7% stake in
the mid-sized Australian life in-
surer and plans to purchase all
the remaining shares by next
spring, the person said.

n China Construction Bank got
closer to controlling an insurance
joint venture being sold by ING
Groep and its former Chinese
partner, after a consortium led by
CCB and Taiwan’s China Life In-
surance bought the remaining 50%
stake that had been put up for
sale for 950 million yuan ($143
million).

i i i

Foods

n French private-equity firm PAI
Partners reportedly plans to sell
its 50% stake in yogurt maker Yo-
plait in March. The fund sent pre-
sale documents to interested bid-
ders, La Tribune reported, quoting
unidentified officials at PAI Part-
ners.

n A U.S. federal judge in Vermont
is reviewing a proposed settle-
ment of an antitrust lawsuit in
which a major milk processor
would pay $30 million to North-
eastern U.S. dairy farmers and
change its milk-buying practices
in the region, at least temporarily.

i i i

Metals and mining

n A joint venture between five
Indian state-run companies may
not make a counter bid to Rio
Tinto’s $3.9 billion takeover offer
for Riversdale Mining, but may
look to buy a minority stake, a
person familiar with the develop-
ments said.
n Separately, Tata Steel isn’t
averse to Rio Tinto’s bid for Riv-
ersdale Mining. as it considers Rio
Tinto “a well-managed company,”
a senior executive at the Indian
steelmaker said.

n China’s decision to sharply cut
its rare-earth export quotas for
the first half of 2011, following
even sharper cuts in the second
half of this year, will exacerbate
concerns among global buyers of
the minerals, which are used in a
variety of high-tech items. China
supplies around 95% of the global
market for rare earths.

i i i

Pharmaceuticals

n MannKind said the U.S. Food
and Drug Administration’s review
of its new drug application for its
inhaled-insulin product for diabet-
ics will require four additional
weeks. The biopharmaceutical
company, which has no products
on the market currently, had been

expecting FDA approval of Afrezza
by Wednesday.

i i i

Property

n A U.S. federal judge approved a
compromise between Lehman
Brothers Holdings and a bank-
ruptcy trustee, paving the way for
the sale of a handful of stalled
Southern California real-estate
projects Lehman helped finance in
conjunction with developer Sun-
Cal.

i i i

Technology

n Sears Holdings launched its on-
line movie download service, Al-
phaline Entertainment, allowing
Sears and K-Mart customers to
download movies the same day
they are released on DVD.

n Toshiba bought a stake in a
hard-disk drive research and de-
velopment joint venture from its
partner Fujitsu to make the unit
100%-owned.

n Sony said it plans to spend
about 100 billion yen ($1.21 bil-
lion) to double its output of image
sensors used in digital cameras
and smartphones. The amount in-
cludes the likely cost of purchas-
ing Toshiba’s chip manufacturing
line in western Japan.

n Hitachi is in talks with Taiwan-
ese contract manufacturer Hon
Hai Precision Industry about an
investment in the Japanese elec-
tronics conglomerate’s small- to
mid-sized liquid crystal display
panel business, Hitachi’s president
said.

n The owner of China’s
360buy.com has raised more than
$500 million from Wal-Mart
Stores and other investors, the
latest sign that competition is
heating up in China’s online retail
sector.

n Satyam Computer Services said
it has received a letter from In-
dia’s tax department requesting it
to get its accounts audited for the
tax assessment years of
2002-2003 and 2007-2008. The
move is likely to be a precursor to
a demand for the fraud-hit com-
pany to pay up taxes.

n Trading in shares of still-pri-
vate Silicon Valley companies such
as Facebook, Twitter and LinkedIn
has surged in recent months, sug-
gesting strong investor interest in
some technology start-ups despite
a moribund market for initial pub-
lic offerings.

i i i

Telecommunications

n Alcatel-Lucent, the French tele-
communications company, agreed
to pay more than $137 million to
settle U.S. charges it bribed for-
eign government officials in Latin
America and Asia before 2006.
The Securities and Exchange Com-
mission charged that Alcatel-Lu-
cent used consultants to pass
more than $8 million to govern-
ment officials in Costa Rica, Hon-
duras, Malaysia and Taiwan.

BUSINESS WATCH

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

A boy waits for a bus in Pärnu in front of a placard informing people about the Baltic nation’s adoption of the European currency on January 1.

Estonia gets ready for adoption of the euro

Reuters
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Moscow airport breakdowns probed
MOSCOW—Russian President

Dmitry Medvedev ordered the coun-
try’s top prosecutor to investigate
what industry experts are calling
the worst meltdown in Russian air
travel in years, after a Moscow ice
storm all but paralyzed the coun-
try’s two biggest airports.

An estimated 20,000 tourists
faced delays already reaching up to
two days and counting during the
busiest winter travel period ahead of
the New Year’s holiday. Passengers
crowded into Russia’s busiest air-
port, Domodedovo, faced power out-
ages and a smell of sewage, while
shortages of deicing fluid delayed
hundreds of flights at Shereme-
tyevo—home of OAO Aeroflot, Rus-
sia’s biggest airline and a member of
the SkyTeam international alli-
ance—leading to scuffles between
passengers and airline employees.

The prosecutor general will in-
vestigate possible crimes committed
by the private company that owns
Domodedovo and the quasi-state
company that controls Shereme-
tyevo. Late Tuesday, Russia’s top
consumer-rights watchdog said 14
cases of alleged legal violations had
been opened at Domodedovo and a
full probe of Sheremetyevo’s re-
sponse to the distruption is under
way, Interfax reported.

Transportation Minister Igor
Levitin publicly apologized for the
aviation snafus and said he had
summoned Domodedovo’s owners

back to Moscow.
The airport’s chief executive, Vy-

acheslav Nekrasov, on Monday sent
a desperate plea to federal authori-
ties as passengers grew discontent
amid a power failure that started in
the early hours of Sunday morning.
Meanwhile, at Sheremetyevo a lack
of deicing fluid contributed to 70
canceled flights at Aeroflot alone.

Domodedovo’s takeoff and land-
ing equipment and electronics
worked normally, but the emergency
generators that officials set up
weren’t sufficient to power the air-
port fully. The facility wouldn’t be
able to handle expected passenger
flows another day without further
support from authorities, Mr. Nekra-
sov said Monday.

Airline and airport officials re-
ported that conditions were improv-
ing Tuesday, but thousands of de-
layed passengers continued to
crowd the terminals. At Domode-
dovo, Nadezhda Shishakova waited
a third day with a friend and three
children for a St. Petersburg flight.

“It’s more or less warm,” she
said, as the children lounged against
a radiator, cushioned by a mink
coat. She says she worries she won’t
arrive in time to spend New Year’s,
Russia’s biggest holiday, with her
relatives, and says she can’t take the
train from Moscow because the air-
line won’t return her baggage.

The group arrived from Yuzhno-
Sakhalinsk in the Far East early
Sunday to find the airport plunged
into darkness by the blackout. Ms.
Shishakova and her friend led the

children through the dark corridors
with lights from their cellphones
Sunday and had spent two nights
sleeping on chairs and the radiator.

Her airline, Transaero, says it
has made hotel rooms and food
available to 7,000 passengers.

At Sheremetyevo, Aeroflot em-
ployees were “beaten” by angry pas-
sengers, spokeswoman Irina Danen-
berg said. A duty officer at the
Sheremetyevo police station said
there had been no violence and no
complaints filed.

Domodedovo denied reports of
widespread disturbance, and Roman
Genis, a spokesman for Shereme-
tyevo, said there were no fights but
that bereft passengers “raised their
voices.” Aeroflot blamed scuffles at
Sheremetyevo on the poor response
of security personnel.

Both airports handled flights on
Tuesday, but at less than half the
normal capacity. Sheremetyevo is
looking to boost the amount of de-
icing fluid kept on hand, Mr. Levitin
said, and the problems at Domode-
dovo should be resolved by New
Year’s Eve, assuming normal
weather.

However, official Moscow fore-
casts for Wednesday pointed to
heavy snow, falling temperatures
and increasing wind.

“For this big of a collapse, we
cannot blame only the weather,”
said Maya Lomidze, executive direc-
tor at the Russian Association of
Tour Operators, adding it was the
worst air shutdown she had seen in
her 15 years of experience in Russia.

BY WILLIAM MAULDIN
AND OLGA PADORINA

A passenger rests by a counter at Moscow’s Domodedovo airport Tuesday.
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Putin pledges to loosen
curbs on foreign investment
those in big developing countries
like Brazil, India and China.

Mr. Potanin welcomed the gov-
ernment’s adoption this fall of a
three-year, $32 billion privatization
program but called for the plans to
be made even more ambitious: “The
state’s need to own assets is a sign
of its weakness, not strength.”

Analysts say the Kremlin now has
little choice but to warm the chilly
investment climate, because prices
for oil, Russia’s main export, aren’t
high enough to generate the hun-
dreds of billions of dollars in capital
needed to overhaul the country’s
creaking industry and infrastruc-
ture. The government also is raising
taxes to cover increases in pensions
and other benefits.

At a meeting with economic aides
Tuesday, Mr. Medvedev said the
government needs to work more to
stimulate investment.

“Unfortunately, the investment
climate in our country, to put it

Continued from first page mildly, leaves something to be de-
sired,” he said. “It’s bad.”

Speaking at a separate event
later in the day, Mr. Putin, who is
widely viewed as the more powerful
member of Russia’s ruling tandem,
promised to loosen restrictions on
foreign investment in some sectors,
including food, medical equipment
and banking and natural resources.

Also Tuesday, Russia’s Natural
Resources and Ecology Ministry
suggested increasing to 25%, from
10%, the stake a foreign shareholder
is allowed to hold in companies de-
veloping strategic oil resources.

Mr. Putin, chairing a meeting of a
government panel on foreign invest-
ment, noted that foreign direct in-
vestment this year will total about
$40 billion, up from $15.9 billion in
2009. The body on Tuesday ap-
proved one of the largest foreign in-
vestments in Russia in recent years,
PepsiCo Inc.’s $5.4 billion takeover
of OAO Wimm-Bill-Dann, a major
dairy and juice producer.

Heavy hand
The Russian government is one of the biggest owners on the stock market.

Source: Troika Dialog

Note: Free float is the stake traded at the exchanges; management means that in many cases the
management of a company owns a share of it.
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Europe

n European proposals to stiffen
penalties for profligate euro-zone
countries don’t go far enough, Eu-
ropean Central Bank governing
council member Yves Mersch said.
Mersch, who is also governor of
the Bank of Luxembourg, called
for earlier action and near-auto-
matic sanctions against countries
with deficits that exceed 3% of
gross domestic product, the Euro-
pean Union limit.

n Multinational companies are
facing a new British law they fear
will force them to rethink their
compliance strategies and upend
their business practices after
spending millions of dollars beef-
ing up their compliance programs
amid a U.S. crackdown on foreign
bribery.

n The French economy expanded
less than expected in the third
quarter due to lower investments
in the service sector and public
works, revised data showed.

n Italian police confirmed a link
between Italian and Greek anar-
chists, saying the Italian group
that sent parcel bombs to three
Rome embassies was responding
to an appeal from its Greek coun-
terparts to step up attacks.

n Germany’s stepped-up efforts
to ban some Islamic groups for
promoting radical views have
sparked a national debate over
whether the government is violat-
ing the free-speech protections of
the constitution it says it is aim-
ing to protect.

n A Dutch judge has extended the
detention of a Somali man on sus-
picion of preparing a terrorist
attack, and prosecutors say they
are still investigating two others
as suspects in the case, though

they have been released. The sus-
pects were among 12 Somalis de-
tained in Rotterdam last week.

n The Spanish government’s
move to raise household electric-
ity prices by 9.8% from Jan. 1
could stoke inflationary pressures
as the higher prices pass through
households and into the larger
economy. The increase will affect
about 17 million Spanish house-
holds.

n The leader of ETA’s political
wing said in an interview from jail
that the terrorist group is ready
to give up violence and pursue a
peaceful strategy to create an in-
dependent Basque state. The re-
marks by Arnaldo Otegi, a key ne-
gotiator in past peace talks with
the Spanish government, come as
the country prepares for an ex-
pected statement from ETA in
which it could pledge to lay down
arms for good.

n Spain said it expelled two Rus-
sian diplomats and Russia has re-
sponded by expelling two Span-
iards. A Foreign Ministry official
said the Russians were expelled a
month ago for “activities incom-
patible with their status as diplo-
mats.” The official said Russia re-
sponded by expelling two Spanish
diplomats, but did not say when.

n A Moscow court said tycoon
Mikhail Khodorkovsky was guilty
of embezzling and laundering tens
of billions of dollars from Yukos,
the oil giant he once controlled, in
a politically freighted case that is
being watched as an indicator of
the Kremlin’s commitment to
strengthening the rule of law.

n Russian Prime Minister
Vladimir Putin promised to loosen
restrictions on foreign investment
in some sectors next year, hours
after President Dmitry Medvedev
reiterated his calls to improve

what he called Russia’s “bad” in-
vestment climate.

n President Dmitry Medvedev
ordered Russia’s top prosecutor to
investigate what experts are call-
ing the worst meltdown in Rus-
sian air travel in 15 years, after a
Moscow ice storm all but para-
lyzed the country’s two biggest
airports.

n Turkey’s state-run news agency
says a court convicted a Palestin-
ian man of having ties to al-Qaida
and attempting a plane hijacking
and sentenced him and his Turk-
ish accomplice to 27 years and six
months in prison. The two, using
a fake bomb, attempted to divert
an Atlasjet flight to Iran after it
took off from northern Cyprus in
2007.

i i i

U.S.

n U.S. home prices declined in
October from a month earlier, ac-
cording to the S&P Case-Shiller
home-price indexes, while its 10-
city index and just four major
markets showed year-to-year in-
creases.

n President Barack Obama’s bud-
get proposal for fiscal 2012 will be
released in mid-February, a little
more than a week after its
planned release date. The admin-
istration is scrambling to assem-
ble what could be a pivotal docu-
ment following a six-week delay in
the confirmation of the White
House’s new budget director, a se-
nior administration official said.

n The Northeastern U.S. began a
second-day dig out from a power-
ful blizzard that wreaked havoc
for travelers on airlines, trains
and roadways—all still struggling
to return to normal. Travelers
were stranded from San Francisco
to Syracuse, N.Y., because flights

to and from the East Coast were
canceled and airlines weren’t able
to find seats for them on future
flights.
n Global travel was also affected,
thanks to the shutdown of inter-
national airports in the New York
area combined with last week’s
snowstorms in Europe that shut
airports there.

i i i

Asia

n Japan’s industrial output rose
for the first time in six months in
November and is expected to gain
more in the near future, the gov-
ernment said, soothing concerns
that continuing deflationary pres-
sures will lead to a sharp eco-
nomic slowdown.
n But household spending fell
unexpectedly and the unemploy-
ment rate stayed unchanged in the
month, suggesting the better out-
put was due to external factors as
domestic demand remains weak.

n Japan’s finance minister de-
scribed the yen’s recent rises as
“one-sided” and threatened to in-
tervene again in the currency
market to curb its strength—a
cause for nervousness among Jap-
anese exporters.

n Japanese Prime Minister
Naoto Kan called for ruling party
heavyweight Ichiro Ozawa to con-
sider resigning if he declines to
appear before a parliamentary
ethics panel, adding to pressure
that could split the party and un-
dermine the current government.

n Vietnam is offering beleaguered
Vietnam Shipbuilding Industry
Group interest-free loans to pay
its employees, state media said,
citing Prime Minister Nguyen Tan
Dung.

n India increased security in ma-
jor cities across the country after

receiving information that a Paki-
stan-based militant group was
planning an attack over New
Year’s weekend.

n India’s central bank asked the
country’s lenders to effectively
curb trade with Iran, a move
which is seen as an indication of
New Delhi’s growing ties with
Washington.

n A coalition partner in Pakistani
President Asif Ali Zardari’s gov-
ernment said it will pull its minis-
ters from the country’s federal
cabinet, further weakening an ad-
ministration that is already facing
an economic meltdown and rising
threats from Taliban insurgents.
n The resignations came as the
International Monetary Fund,
which has loaned Pakistan $11 bil-
lion to stabilize its economy, said
it had agreed to extend the term
of the loan by nine months
through September to give the
country more time to get a grow-
ing budget deficit under control.

n Iran hanged an Iranian con-
victed of spying for the country’s
archenemy Israel, the official
IRNA news agency reported.
n Separately, another Iranian was
hanged for membership in an exile
opposition movement, IRNA said.

i i i

Middle East

n Iraqi Prime Minister Nouri al-
Maliki ruled out the presence of
any U.S. troops in Iraq after the
end of 2011, saying his new gov-
ernment and the country’s secu-
rity forces were capable of con-
fronting any remaining threats to
Iraq’s security, sovereignty and
unity.

i i i

Africa

n In Ivory Coast, West African
leaders delivered an ultimatum to
incumbent President Laurent
Gbagbo in person after threaten-
ing a military ouster if he doesn’t
accept an offer to go into exile in
a neighboring country a month af-
ter a disputed election.

n In Nigeria, a radical Muslim
sect has claimed responsibility for
the Christmas Eve bombings and
church attacks that killed at least
38 people, and the group threat-
ened new attacks to avenge local
violence against Muslims.

n Somali pirates seized a ship
with eight crew on board, the Eu-
ropean Union Naval Force said,
but released another vessel. The
MV EMS River was seized approx-
imately 175 miles (280 kilometers)
northeast of the port of Salalah,
Oman.
n In a separate development, pi-
rates released the MV Marida
Marguerite and its 22 crew. The
German-owned vessel was taken
on May 8 while traveling to Hol-
land.

i i i

Australia

n Drenching rains pounded com-
munities across northeastern Aus-
tralia, flooding major highways
and prompting hundreds of evacu-
ations.

WORLD WATCH

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

Passengers are treated after being evacuated from a train which caught fire near the central Israeli village of Bnei Zion. Reports say at least 100 people were
injured, most sustaining burns, cuts or smoke inhalation. Five people were more seriously hurt in the morning blaze, which came as the Israel Railways train was
travelling from Nahariya to Tel Aviv. Officials said the fire damaged three railway carriages after starting because of a short in the back engine.

Dozens injured as Israeli train catches fire

Getty Images
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Spain says ETA is near a cease-fire
MADRID—The Spanish govern-

ment believes ETA is close to sur-
rendering its arms but will treat any
new promises of peace from the
Basque terrorist group with extreme
caution, said Interior Minister Al-
fredo Pérez Rubalcaba in an inter-
view Tuesday with Radio Euskadi.

“We have to be reasonably dis-
trustful of those who don’t deserve
our trust,” Mr. Rubalcaba said.

ETA declared a cease-fire in Sep-
tember, and there is wide specula-

tion the group will announce in
coming days a commitment to lay
down its arms for good. Arnaldo
Otegi, the jailed leader of ETA’s po-
litical wing, told The Wall Street
Journal in an interview that the
group is ready to give up violence
and pursue a peaceful strategy to
create an independent Basque state.

Mr. Rubalcaba said he has heard
similar comments from other politi-
cal leaders close to ETA in recent
weeks and that “decades of tremen-
dous acts, of murders, can’t be
closed with these statements.” He

said it is time for the group to move
from statements to acts, and he
again ruled out any possibility of
negotiating with ETA.

The group has announced several
cease-fires in the past only to return
to violence when its demands have
not been met. The collapse of the
latest peace process in December
2006 was a blow to the government
of José Luis Rodríguez Zapatero,
who had staked much of his political
capital on an ETA peace deal.

“We no longer believe in that
game,” Mr. Rubalcaba said, regard-

ing the possibility of negotiating
with ETA. He also said the govern-
ment has no interest in involving in-
ternational mediators in resolving
the Basque conflict, as some politi-
cians close to ETA have called for.

Since the latest peace talks broke
down four years ago, Spain’s center-
left Socialist Party government has
been using a carrot-and-stick ap-
proach in an effort to get ETA to lay
down its arms. With the aid of
French security forces, Spain has
cracked down on ETA members and
their political allies, arresting more

than 400 suspects.
However, the Spanish govern-

ment has quietly granted benefits to
ETA prisoners who break ranks with
the group, moving some to jails
nearer home. Surveys show support
in Basque society for the group is at
historic lows.

“I’m convinced that we are at the
beginning of the end of the vio-
lence,” Mr. Rubalcaba said. ETA has
killed 829 people during a four-de-
cade campaign for an independent
Basque homeland in northern Spain
and southwestern France.

BY JONATHAN HOUSE

EUROPE NEWS

ETA | A history of the terrorist group

1968
ETA (Euskadi ta
Askatasuna, or
Basque Country
and Freedom),
which formed 10
years earlier, kills
Spanish traffic
policeman José
Pardines, the first
recorded ETA kill.

1973
ETA cell carries
out the car-bomb
assassination of
Prime Minister
Luis Carrero Blanco,
a close associate
of Generalisimo
Franco, in the
group’s most
daring action.

1983
After the Basque
Country is given
autonomous status
by the new Spanish
democratic
government, a large
percentage of ETA
activists accept
government terms and
lay down weapons.

1998–1999
First long-term
ETA cease-fire,
allowing for
brief
negotiations
with Spain’s
government,
which are soon
broken off.
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2006
Latest talks
with Madrid
canceled after
ETA bomb at
Madrid’s
airport (left)
kills two.

Arnaldo Otegi, the now-jailed leader of ETA’s
banned political wing, speaks at a rally in
Elgoibar in 2008.

Associated Press (2)

ETA, Europe’s last major home-
grown terrorist group, is expected
to issue a communiqué shortly in
which it could lay down its arms
for good. Will it mark the end of a
bloody, 42-year conflict, or just
another false dawn?

The answer will hinge on a
crucial question: Who has the
upper hand today in the Basque
separatist movement?

In an interview with The Wall
Street Journal published Tuesday,
the leader of ETA’s banned
political wing, Arnaldo Otegi, said
the group was ready to give up
violence and pursue a peaceful
strategy to create an independent
Basque state.

Mr. Otegi doesn’t necessarily
call the shots. For most of its
existence, ETA’s gunmen have
largely given the group’s political
supporters their marching orders.
But that may be changing. ETA’s
political allies have been largely
sidelined by a 2003 law that
outlawed their parties and barred
them from running for office. As a
result, many of ETA’s political
allies have been sitting on their
hands or languishing in jail.

In recent years, many of them
have come to the view that ETA’s

violence is hindering, not helping,
their campaign for Basque
independence. They have been
putting pressure on ETA to give
them a chance to re-enter the
political sphere.

ETA’s gunmen gave them a
chance to negotiate a settlement
with the Spanish government in
2006. But they quickly ran out of
patience with the process,
planting a huge bomb at Madrid
airport that killed two people and
ended the talks.

Has anything changed since
then? For one thing, ETA’s
gunmen have been captured in
droves. French and Spanish
security services have arrested
more than 400 suspected ETA
members in the past four years.

That included several of the
group’s alleged leaders, leaving
the group largely rudderless and
in the hands of young and
inexperienced recruits.

At the same time, political
support for ETA has been eroded
in the Basque Country because of
the widespread perception that the
collapse of the peace process was
its fault—not the Spanish
government’s. The result is that
Mr. Otegi—in jail for trying to
reconstitute the outlawed political
arm—now appears to believe he
has the upper hand. In a recent
interview with El Pais newspaper,
Mr. Otegi said his movement had

undergone a bout of “profound
self-criticism” following the end of
the 2006 peace process. He said he
had spent recent years trying to
nudge ETA back into peace talks
and wanted the group to declare a
“unilateral, permanent and
verifiable cease-fire.”

Those three adjectives will
most likely form the basis of
ETA’s latest communiqué, which
many security analysts believe is
imminent. If so, it’s unlikely to be
enough. Spain Interior Minister
Alfredo Pérez Rubalcaba has said
the government isn’t interested
in any word games this time
around.

“The problem isn’t in the
adjectives, but in the substance,”
he said on Tuesday. The only
words the government would
accept was “that they trade in
those three letters, E-T-A, for
another three, E-N-D,” he said.

In the Journal interview, Mr.
Otegi appeared to realize that ETA
must eschew its usual incremental
approach if it is to have credibility
after breaking its “permanent
cease-fire” of 2006. It seems
unlikely that Mr. Otegi could get
ETA’s gunmen to go that far.
Either way, the tenor of the
statement will also give a insight
into whether ETA still has sway
over its political arm or vice
versa.

—More at blogs.wsj.com/source

Inside ETA’s political struggle
[ Analysis ]

BY THOMAS CATAN

Bombs linked to Italian,
Greek anarchist groups

ROME—Italian investigators con-
firmed links between Italian and
Greek anarchists in the latest bomb-
ing campaign in Rome, and said that
the level of alert remains high, al-
though they added that they don’t
expect the violent campaign to in-
tensify.

“We certainly don’t expect an es-
calation,” Col. Maurizio Mezzavilla,
of Italy’s Carabinieri force, said
Tuesday.

On Monday, a Carabinieri bomb-
disposal team defused a parcel
bomb sent to the Greek Embassy.
Last week, a bomb exploded at the
Swiss Embassy as Rome’s streets
were filled with shoppers ahead of
the Christmas holiday, injuring one
staff member at the embassy. An-
other explosion a few hours later at
the Chilean Embassy injured a
worker there as well.

An anarchist group, known under
its Italian acronym of FAI, or Infor-
mal Anarchist Federation, claimed

responsibility for last week’s at-
tacks.

Col. Mezzavilla said the group
also was behind Monday’s parcel
bomb at the Greek Embassy. The in-
vestigation is continuing, said Col.
Mezzavilla, who declined to disclose
further details.

The Associated Press reported
that police said the Italian anar-
chists acted in solidarity with jailed
Greek anarchists, who had asked
their comrades to organize and co-
ordinate a “revolutionary war”
world-wide.

“We’re striking again, and we do
so in response to the appeal
launched by our Greek companions,”
the Italian group wrote to claim re-
sponsibility for the Greek Embassy
bomb in communications released
by police, according to the wire ser-
vice.

The bomb had arrived at the
Greek Embassy on Friday but was
only opened Monday. The trigger
mechanism didn’t work.

Athens police officials said Mon-
day their police and antiterrorism
units are working with their Italian
counterparts on the investigation.

In November, Greece suspended
mail deliveries abroad for two days
to limit a series of parcel bombs
sent to European leaders and other
targets. Greek police arrested two
men they said were linked to an
shadowy, far-left urban guerrilla
group, Conspiracy of Fire Nuclei.

BY NATHANIA ZEVI
AND LIAM MOLONEY

Police said the Italian
anarchists acted at the
request of their jailed Greek
comrades.
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They rent flocks for their bored collies

S UE FOSTER knew what she
needed to do when her bor-
der collie, Taff, was expelled

from puppy school for herding the
black Labs into a corner.

She rented some sheep.
Then she bought another bor-

der collie and rented some grazing
land. Then she bought some sheep
of her own. And a third border
collie. Now, like the old lady who
swallowed the fly, Ms. Foster
keeps a llama to chase off the coy-
otes that threaten the lambs that
go to market to finance the sheep
that entertain her dogs.

Once upon a time, Americans
got dogs for their sheep. Now they
get sheep for their dogs. “I never
dreamed it would go this far,” says
Ms. Foster, 56 years old.

Border collies, first bred along
the frontier between England and
Scotland, are compulsive herders,
with instincts so intense they
sometimes search for livestock be-
hind the television when sheep ap-
pear on screen, says Geri Byrne,
owner of the Border Collie Train-
ing Center, in Tulelake, Calif. Left
unoccupied, they’ll dig up the gar-
den, chew up the doggie bed or
persecute the cat.

Herding experts—yes, there is
such a thing—say it’s increasingly
common for people who get bor-
der collies as pets to wind up rent-
ing or buying sheep just to keep
their dogs busy. “It’s something
that’s snowballing all the time,”
says Jack Knox, a Scottish-born
shepherd who travels the U.S. giv-
ing herding clinics.

Each day, an average of 18 dogs
visit Fido’s Farm outside Olympia,
Wash., their owners paying $15
per dog to practice on the farm’s
200-head flock of sheep. Herding
revenue at the farm is up 60%
over the past five years, says
owner Chris Soderstrom, who
bought the farm in 2004.

“We get many people sent
down here from the dog park in
Seattle,” says Ms. Soderstrom, 63
years old. “They need to get their
dog a job.” Newcomers get a 30-
minute herding evaluation, to
weed out biters and ovinophobes.
One crucial test: Does the dog in-
stinctively know it should circle
around the sheep, not charge into
the center of the flock?

Ms. Soderstrom runs the
sheep-rental operation on the
honor system. Owners sign in, not-
ing how many dogs they brought.
A map on the wall of a shed shows
where flocks can be found that
day—perhaps grazing in the clover
field or the east lambing pasture.

Bob Hickman, a 69-year-old re-
tired Army officer, is a regular at
Fido’s Farm. Mr. Hickman drove a
Volvo station wagon and was liv-
ing in Tacoma when he got his
first border collie. Now he has
four border collies, a house in the
country and a 23-foot camper
trailer he uses to transport his
dogs to herding competitions.

“I try to come early to beat the
crowd,” he said during a recent

visit to Fido’s.
With that many dogs, his

sheep-rental bills were getting so
high that he cut a deal with Ms.
Soderstrom to swap fence-build-
ing, deworming and other work
for time with the flock.

Mr. Hickman trains his dogs at
a variety of sheep-rental outfits.
He doesn’t want his dogs getting
too accustomed to particular
sheep. Sheep that spend too much
time being herded become “dog-
broke,” nice for novices but boring
for a more experienced dog and
owner who want the challenge of
wilder stock.

Mr. Hickman likens herding to
his old hobby, golf. Both are addic-
tive, he says. And he wouldn’t just
play the same course over and
over. “You get very good at that
course, but if you leave that
course you might not be able to
handle it,” he says.

Border collies, usually svelte,
black-and-white dogs with pointed
muzzles, control sheep with a re-
lentless stare.

Using whistles and voice com-
mands—“come by” for a clockwise
run and “away to me” for counter-
clockwise—Mr. Hickman typically
sends Mojo, his best herder, on a
long, fast sweep to the far side of
the sheep. The dog then turns
back and approaches the flock in a
crouch, head down and tail low,
dropping to her belly if the sheep
get too frightened. Gradually, she
pushes the sheep back to Mr. Hick-
man.

A well-trained dog such as
Mojo can split a few sheep off
from the flock, drive them through
gates and corral them into pens. A
novice will send them fleeing in all
directions, or even grab a mouth-
ful of wool. When the work is
done, Mr. Hickman quietly releases
Mojo with the traditional com-
mand: “That’ll do.”

At sheepdog trials, handlers
compete for cash and glory. The
dogs have simpler needs.

“You don’t have to treat the
dogs with food,” says Ms. Foster,
56, an expatriate Briton. “Their re-
ward is the sheep.” When Dot, her

youngest dog, misbehaves by run-
ning straight into the flock, Ms.
Foster penalizes her by standing
between dog and sheep.

“They’re my sheep—not hers,”
Ms. Foster explains.

Ms. Foster and her friend Karen
Combs, whom she met outside of a
PetSmart store, now own 48 sheep
between them. They pay $500 a
year to rent seven acres of grazing
land, selling a few lambs to help
defray the cost of feed and rent.

Ms. Combs, 64, owns a border
collie-Australian shepherd mix and
five border collies, one of which,

Tex, she says suffered a nervous
breakdown at six months of age.
He was being drilled on challeng-
ing maneuvers and simply shut
down, refusing to leave his han-
dler’s side. “He lost his confi-
dence,” Ms. Combs says. It took
months for him to recover his will
to herd.

More common are physical in-
juries, from unseen holes or colli-
sions with sheep. Lisa Piccioni, an
Oregon veterinarian certified in
animal chiropractic, travels to
sheepdog trials and clinics, adjust-
ing canine spines as she goes.

“They’re going to blow through
the pain and not stop for it,” she
says.

Border collies appear willing to
herd until they drop. In fact, they
never appear to grow bored of or-
ganizing sheep. If they do, for an
extra $5 dogs at Fido’s Farm can
also herd ducks.

BY MICHAEL M. PHILLIPS
Battle Ground, Wash.

Sue Foster, an expatriate Briton, trains one of her border collies to herd sheep. ‘You don’t have to treat the dogs with food. Their reward is the sheep,’ she says.
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know it should circle around
the sheep, not charge into
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Vive le funding for Europe’s Arte TV
PARIS—The French government

is trying to find ways to cut public
spending amid Europe’s deepening
economic crisis, but a state televi-
sion channel has been spared the
knife.

Indeed, the channel, Arte—conti-
nental Europe’s TV equivalent of Na-
tional Public Radio—will be getting
even more money next year. Not ev-
eryone here is happy.

Since its creation by the French
and German governments two de-
cades ago, Arte has received critical
acclaim for airing smart and thor-
ough programs ranging from pro-
files of Elvis Presley to Bach concer-
tos and Hitchcock films in 3-D. Arte
co-funded the German spy movie
“The Lives of Others,” which won an
Oscar for best foreign-language film
in 2007. The channel is funded by
both countries and airs simultane-
ously in French and German.

In France, the channel’s audience
is falling, leading some to ask
whether the Franco-German taxpay-
ers should continue paying €400
million ($524.7 million). In 2005,
3.5% of French TV viewing time was
spent watching Arte. By last year,
this number had slipped to 2.5%, ac-
cording to the French TV audience
measurement company Mediamet-
rie. In Germany, viewing time edged
up, but to 0.7% from 0.5% during the
same period.

Arte “has ghettoized culture on a
channel that nobody watches,” says
Dominique Wolton, a sociologist and
research director at France’s Na-
tional Center for Scientific Re-
search. “It gives other state chan-
nels an excuse to avoid broadcasting
these types of shows altogether.”

Arte is funded almost entirely by
TV license fees paid in virtually
equal amounts in France and Ger-
many, and both countries have guar-
anteed a minimum level of funding
until the end of 2011 and 2012, re-
spectively. For 2011, the French gov-
ernment will increase its funds by
4.5%, a higher increase than it had

originally stipulated. The German
government will keep its funding
unchanged.

“Do I worry about the tempta-
tion to say ‘the money we spend on
Arte, let’s put it into military bud-
gets, housing for the poor, or what-
ever else’?” says Bernard-Henri
Lévy, a philosopher and the presi-
dent of Arte France’s board. “Of
course. This kind of idiotic reason-
ing can always spawn in the minds
of skeptics.”

Expenditure on state TV is under
scrutiny in many European coun-
tries. Earlier this year The British
government announced it would
freeze TV license fees until 2017 and
encourage the publicly funded Brit-
ish Broadcasting Corp. to shoulder
more of the costs of running the
service. The French government it-
self has delayed plans to remove ads
from state TV because it would cost
the taxpayer €400 million to make
up the shortfall in revenue.

Still, the decision to increase
Arte’s funding in France next year is

emblematic of the country’s long-
standing promotion of national cul-
ture. France subsidizes its film in-
dustry, for example, and allowed
publishers to fix minimum prices for
books, giving a boost to authors.

Though costly, these measures
are generally popular with French
people, says François Godard, a me-
dia analyst at the British research
company Enders Analysis. In viewer
polls, French people regularly state
that Arte is their favorite TV chan-
nel even though they rarely watch
it, Mr. Godard says. “It’s part of the
French cultural myth,” he says.
“French people say they like culture
but rarely indulge in it themselves.”

Jean Rozat, Arte France’s manag-
ing director, says the channel is try-
ing to spruce up its offerings to
make it more attractive to younger
audiences.

“We struggle because there is a
tendency to create TV which is
aimed at making people laugh, relax
and empty their minds.”

Mr. Rozat says that Arte will no

longer air films and documentaries
based on abstract topics such as
“the banana” or “the color blue.” In
their place, more edgy series such
as AMC’s “Breaking Bad”—about a
terminally ill high-school chemistry
teacher who deals drugs—are now
being aired. The channel has negoti-
ated with Google Inc.’s YouTube to
put some of its content on the
video-sharing Web site, an Arte
spokeswoman says.

“You don’t need to replace Bach
with the Beatles,” says Mr. Rozat.
“You just have to approach it from a
different way.”

Overall Arte is good value for the
money spent, argues Mr. Rozat. Last
year, the channel cost the French
taxpayer €242 million. In compari-
son the National Opera of Paris re-
ceived €108 million of government
subsidies and had a total audience
of 800,000 people.

It’s unclear whether Arte has ful-
filled an even loftier mission that
Paris and Berlin had set for the
channel when they founded it in

1991: bringing German and French
culture closer together. “Twenty
years on and the two cultures are
just as far apart,” Mr. Rozat says.

—Laura Stevens
contributed to this article.

BY MAX COLCHESTER

Arte TV co-funded ‘The Lives of Others,’ which won the Oscar for best foreign-language movie in 2007. Actress Martina Gedeck stars in the film.
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Note: 2009 figures, per TV per household.
Source: Ernst & Young

Culture tax
Annual amount of tax due per
television set, in euros

Germany

South Korea

France

Italy

Greece

U.K.

216

155

118

108

46

18

Sweet dreams: gelato school
gives students taste of new life

ANZOLA DELL’EMILIA, Italy—
The gelato is going global.

The renowned Italian ice cream
has its very own “university” that is
attracting thousands of would-be
gelatieri from around the world
drawn by the allure of serving a
product that people love to eat.

One of them is Leonardo Scac-
chetti, who dreams of turning his
café to outside management so he
can open a gelato store in Sin-
gapore. Then there is Jose Manuel
Serrano, who has put his job as a
boat designer in Alicante, Spain, on
hold to learn the tricks of making
and selling soft yogurt ice cream.
And six months after receiving a de-
gree in communications, 25-year-old
Vanessa Zorio, has turned her back
on Italy’s stagnant job market to
open a gelateria in Mexico.

They were among the 30 people
who enrolled for a weeklong course
last month at Carpigiani Gelato Uni-
versity, a school for aspiring ice-
cream makers founded in 2003.

More than half of the November
students came from outside Italy,
some from as far as South America.
There are courses nearly every week
and up to 40 students will usually
attend three courses in a row.

With a renewed interest in or-
ganic, locally produced and healthy
food, Italian gelato seems to strike
many people as something of a culi-
nary panacea: It’s cheap to make,
tastes great and comes with fewer
calories than the competition—
mass-produced ice cream that gen-
erally includes ingredients to pro-
mote a longer shelf life.

The gelatieri boast their product
is handmade. Fresh ingredients,
such as strawberries, walnuts and
chocolate chunks, have to be mixed
and measured by hand and then
stirred and blended by machine. The
temperature is monitored and the
product has to be tested for taste.

While the costs connected with
opening a gelateria vary depending
on location and local market condi-
tions, the price of equipment ranges
from €30,000 ($39,400) for a pair of

basic pasteurization and mixing ma-
chines to more than €70,000 for
top-of-the-line products.

The icing on the ice cream cake,
however, is the profit a gelateria can
generate. A single kilo of gelato
costs about €3.20 to make and sells
for an average €14.50 in Europe, ac-
cording to Andrea Cocchi, chief ex-
ecutive of Carpigiani SpA.

And with so much money in such
cones, it’s no wonder the ice cream
university is proving such a draw.
“All things considered, factoring in
costs for location, raw ingredients
and personnel, an average gelato
store can earn profits of up to 70%
on its investment,” says Mr. Cocchi.

Some students study in their
home countries, attending courses
held in one of Carpigiani’s branches.
But many make the trip to Anzola
dell’Emilia, 15 minutes’ drive from
the center of Bologna, to learn the
trade directly at the teaching facili-
ties the company has set up in its
headquarters, where there are up to
three full-time resident lecturers
and up to 20 part-time. A basic

weeklong course, excluding accom-
modation, costs €800.

Since the global economic crisis
broke three years ago, Carpigiani’s
gelato training, which opened in
2003, has experienced a boom in en-
rollment, moving from 4,000 stu-
dents from across the globe to more
than 9,000 for 2009-10, with an av-
erage age of 35.

Carpigiani has a vested interest
in creating more gelato stores and
makers—it controls just over half of
the global gelato maker market and

has more than three-quarters of the
Italian market—but the company
says it wants everyone to eat gelato
and its courses concentrate on how
to make the product.

“We don’t make any money from
our school,” says Mr. Cocchi. “At
best we break even. Of course we
hope that our graduates will buy
Carpigiani machines, but they’re un-
der no obligation. The important
thing is that they provide people
around the world with real, truly
delicious Italian gelato.”

BY AARON MAINES

A student learning to make gelato at Carpigiani Gelato University.
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Less than halfway through
the Spanish football season, the
title race is all but over. This
year—like pretty much every
year in the past decade—the
championship has turned into a
straight shootout between the
country’s superpowers:
Barcelona and Real Madrid.

Heading into the winter
break, Barça leads Madrid in
the standings and is also ahead
with oddsmakers—the club
from Catalonia is a best price
3/5 with Unibet, while Madrid is
available at 8/5 with Extrabet.
Valencia and Villareal, the joint
third-favorites, are both 400/1.

Barcelona’s lead at the top
of the table is just two points,
but the last meeting between
the two clubs revealed a wider
gulf in class: Madrid, under new
head coach José Mourinho, was
handed a 5-0 hammering at the
Camp Nou in November.

Given that Barça is the
defending champion and has
failed to win only two of its 16
league games so far this
season, it is a surprise that
Madrid remains so close in the
betting.

Barca’s most recent result
was another demolition—this
time a 5-1 handling of cross-city
rival Espanyol, a team which
previously boasted a 100%
home record.

Before the season, we
suggested Madrid was the
better value bet for the title,
with Barcelona already odds-on
at the time. Despite the
favorite’s outstanding form, the
advice remains the same:
Madrid’s defeat in the Clásico
remains its only loss of the
campaign and it sits just two
points adrift in second.

Tip of the day

6

Source: Opta Sports

José Mourinho.
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The golfers who break 140
Pros can come off as stuffy and uncommunicative, but their tweets say different

On the second
sudden-death play-
off hole at the
Dubai World Cham-
pionship last
month, Ian Poulter

made a bad boo-boo. He inexplicably
fumbled his ball onto his ball-
marker on the green. The coin
flipped over, which cost him a one-
stroke penalty. Robert Karlsson won
the playoff, and $1.25 million, by
sinking his next putt.

“Poults may not have won the
Dubai World Championship, but he
could be in with a shout for tiddly-
winks world championship!” dead-
panned Rory McIlroy, Mr. Poulter’s
pal and Ryder Cup teammate.

Two days later, on the practice
green at the Chevron World Chal-
lenge in California, Tiger Woods
also called out Mr. Poulter for his
gaffe. “Settle down, No. 2,” Mr.
Poulter zinged back, referring to Mr.
Woods’s recent demotion in the
world rankings behind Lee West-
wood, Mr. Poulter’s good friend and
fellow Englishman.

These are just the sort of unfet-
tered exchanges among professional
athletes that sports fans love to
hear about, and in this case did
solely because of Twitter. All the
quoted material above comes from
tweets sent out by Messrs. McIlroy
and Poulter themselves.

Twitter is a ridiculous social
phenomenon. How can millions of
people be so pitifully distracted by
a stream of inanities capped at 140
characters (the exact length of this
sentence)? I’ll leave the answer to
sociologists, but the fact is they are.
And to professional athletes of a

certain bent—extroverted, energetic,
willing to reveal a little—it’s a god-
send.

First of all, as a medium for in-
teracting with fans (who are, after
all, the ones who pay the bills),
Twitter eliminates the need for the
tetchy, intervening media. Using
Twitter, athletes control exactly
what does and doesn’t get out. It
goes directly onto the computer and
cellphone screens of tens of thou-
sands of followers who actively
signed up for the privilege.

Secondly, it can be fun. The
back-and-forth among some of the
European players is especially
amusing. Mr. Westwood, who
started tweeting only on Nov. 25,
has proved to be a natural. “Poults
looking very bland in black and
White! More penguin than pea-
cock!” he opined on day two about
the normally festively clad Mr.
Poulter. “Do you fancy playing my
new tiddlywinks game?” he asked
recently, including a link to a 1960s-
era board game he’d found called
Golf Tiddlywinks.

Mr. Poulter, the undisputed king
of Euro Tweeters with more than
one million followers, responded by
teasing Mr. Westwood mercilessly
about his weight. This month, he
linked to a staged photo of a tread-
mill littered with McDonald’s wrap-
pings, supposedly just after Mr.
Westwood had used it. He also of-
fered to sell his friend a pair of XL
44-inch-waist trousers from his
clothing line. “It’s 42 by the way,”
Mr. Westwood countered. “Lost a bit
of weight carrying you at the Ryder
cup!”

On the American side of the
pond, Bubba Watson is, quantita-
tively, the ace Twitterbox. He has
posted more than 31,000 tweets
(versus 4,304 for Mr. Poulter). Most
are responses to tweets from his
more than 57,000 followers and re-

quire only a fraction of the allotted
140 characters. Samples: “nice,”
“they will” and “urwelcome.” Since
the original tweet is not included,
readers have no idea what he’s talk-
ing about.

But anyone willing to plow
through this raw Twitterage will
find some gems, such as links to
cellphone videos of him skipping a
ball across a pond and nearly holing
out and of him and Rickie Fowler
(another avid tweeter) killing time
in the locker room by catapulting
golf balls with a shoe horn into
trash cans. Mr. Watson, it turns out,
is a born showman in the old-school
tradition of Walter Hagen and Sam
Snead. At the Shark Shootout tour-
nament this month, for example, he
hit balls on the range dressed in a
Santa suit and followed this with a
“Bubbaclaus 12 Days of Christmas”
giveaway. The follower who each
day best responds to a challenge,
such as singing a favorite Christmas
song, wins a prize.

But it’s not all antics. Last No-
vember Mr. Watson, recognized as
the PGA Tour pro most likely to
break down in tears at a press con-
ference, began hinting to followers
that his father’s health was poor. In
March he tweeted, “Cancer is no
good!! My dad is not doing so hot!
But GOD is good!!” Then, on Oct.
14th, this: “Everyone it’s a sad day
for my family!! My Dad has Passed.”
However ephemeral social media
like Twitter and Facebook may be,
the surge of support for Mr. Watson
that followed on his Twitterstream,
not just from his regular fans but
also from golf institutions and a
who’s who of players and personali-
ties, was inspiring.

The other most notable Ameri-
can Twitterer is Stewart Cink. An
early adopter, he has even more fol-
lowers, at 1.2 million, than the
flashy Mr. Poulter, but seemingly far

less personality. The secret for Mr.
Cink, a balding, self-effacing, Chris-
tian family man, is his alertness to
the humor and absurdity of the jet-
set lifestyle he leads. His break-
through moment was posting pho-
tos of himself goofing off with the
Claret Jug after winning the 2009
British Open, first on the private jet
home, then at the family breakfast
table.

“There aren’t many more routine
domestic flights than Atlanta-Or-
lando. And yet here I am in line....”
he tweeted last month with a link to
a photo of him in the Delta lost-bag-
gage office.

More than 80 current or former
PGA Tour pros have Twitter ac-
counts, but only a handful are con-
sistently rewarding to follow, among
them Jamie Lovemark, Zach John-
son, Paul Casey, Geoff Ogilvy and
Mr. Fowler. Not everyone has the
knack. Many accounts resemble
wreckage left beside the road: a few
tweets early on, long gaps, then
nothing.

Many of the older Tour pros with
Twitter accounts— like Jack Nick-
laus, Gary Player and Kenny
Perry—use them primarily as mar-
keting tools, with sparse tweets
which sound like they’re written by
publicists. There are exceptions
among the baby boomers, however.
Nick Faldo has fun with his account,
as does Paul Azinger.

Joe Ogilvie, a member of the
Tour’s player advisory council,
tweets frequently about economics.
That may not be fun, but it says
something about who he is, which
Twitter, one way or the other, is
surprisingly good at doing. Take Ti-
ger Woods: He’s at 42 tweets and
holding. His most revealing so far:
“The best part about phone inter-
views is getting to wear shorts.”

—Email John Paul at
golfjournal@wsj.com

BY JOHN PAUL NEWPORT

Bubba Watson as ‘Bubbaclaus’ at the Shark Shootout tournament this month. Ian Poulter, left, and Lee Westwood share a laugh at the Ryder Cup in October.

Bu
bb

a
W

at
so

n;
G

et
ty

Im
ag

es

[ Golf Journal ]



6 THE WALL STREET JOURNAL. Wednesday, December 29, 2010

EUROPE NEWS

The British version
Highlights of the Bribery Act:

� Applies to all companies that do
business in Britain.

� Prohibits bribes to foreign
officials, private businessmen.

� Bars small bribes, or ‘grease
payments,’ that are common in
some countries to expedite phone
hook-ups, mail, or other services.

� Boosts Britain’s maximum
penalty for bribery to 10 years in
prison from seven years.

U.K. bribes law has firms in a sweat
Multinational companies have

spent millions of dollars beefing up
their compliance programs amid a
U.S. crackdown on foreign bribery.
Now, they are facing a new British
law they fear will force them to re-
think their compliance strategies
and upend their business practices.

The new law, called the Bribery
Act, takes effect in April. It resem-
bles the U.S. Foreign Corrupt Prac-
tices Act, which bars companies
that trade on U.S. exchanges from
bribing foreign government officials
to gain a business advantage.

The British law, however, is more
sweeping than its American coun-
terpart, and corporate legal advisers
are uncertain how extensive the fall-
out might be.

“There are a lot of people saying
this is the FCPA on steroids,” says
Mark Mendelsohn, a Washington
lawyer who oversaw FCPA prosecu-
tions at the U.S. Justice Department
from 2005 until earlier this
year. Mr. Mendelsohn is now a part-
ner at corporate-defense firm Paul,
Weiss, Rifkind, Wharton & Garri-
son LLP.

Legal experts say it isn’t clear
how vigorously the law will be en-
forced or what resources Britain will
commit to investigating or prose-
cuting suspected violations. But that
point has done little to reduce wor-
ries among corporate counsels.

The Bribery Act covers any com-
pany that conducts business in Brit-
ain, regardless of where the com-
pany is based. It goes beyond the
FCPA by not just prohibiting illicit
payments to foreign officials, but
also bribes between private busi-
nessmen. It applies even if the indi-
vidual who makes the payment
doesn’t realize the transaction was
a bribe, legal experts say.

Several lawyers who specialize in
corporate-bribery issues say some
clients have expressed concerns that
treating business contacts to an ex-
pensive dinner or sporting event

could be considered bribery under
the new law. For now, these lawyers
say, it’s best for companies to be
careful and wait for more guidance,
which British authorities say could
come next month.

Richard Alderman, head of Brit-
ain’s Serious Fraud Office, the law’s
enforcer, recently told the Sunday
Telegraph newspaper that “sensible
and proportionate expenditure on
hospitality will remain perfectly
lawful.”

Mr. Alderman has called the new
law “a model of clarity,” and said
that it was carefully reviewed dur-
ing the legislative process.

An SFO spokesman said Mr. Al-
derman was overseas for the holi-
days and couldn’t be reached for
comment.

SFO officials have publicly men-
tioned the pharmaceutical industry
as a potential target of the law, cit-
ing U.S. Justice Department investi-
gations into bribery allegations
against drug and medical-device
makers, but other industries that

operate in regions where corruption
is rampant will also face scrutiny.

The Bribery Act comes as more
nations are taking a tougher stance
against corruption. China, which
some antibribery groups rank high
on the corruption scale, has prose-
cuted corporate-bribery cases re-
cently, and many European nations
have bolstered anticorruption laws.

The moves follow tighter en-
forcement of the FCPA in recent
years by the U.S. Justice Department
and Securities and Exchange Com-
mission. So far this year, the Justice
Department alone has prosecuted 22
FCPA cases and collected hundreds
of millions of dollars in fines.

Most multinational companies
have put elaborate programs in
place to avoid running afoul of the
FCPA. These programs typically es-
tablish a channel through which em-
ployees can report suspected brib-
ery and companies can investigate
the complaints internally. Some
companies also are hiring compli-
ance consultants or offering books

and seminars to help prepare em-
ployees for the ethical minefields
they might face in some countries.

In the past few months, however,
companies have started to worry
that their compliance programs
could be undermined by a U.S. law
that entitles whistle-blowers to
share in money collected by the SEC
in fraud and corruption cases. They
fear the measure gives employees
little incentive to report suspected
bribery internally when they could
ultimately reap a windfall by taking
their complaints directly to the SEC.

The Bribery Act is expected to
further complicate compliance.

The law allows companies under
scrutiny to avoid trouble by having
an adequate compliance program.
But British authorities haven’t de-
fined what constitutes an adequate
program.

“The people who run compliance
at all the major U.S. public compa-
nies have a lot more on their plate,”
says George Terwilliger III, a part-
ner at White & Case LLP in Wash-

ington who works on FCPA cases. “It
is sort of a double whammy.”

The Bribery Act, which replaces
a jumble of British bribery laws and
rulings, boosts the maximum pen-
alty for bribery to 10 years in prison
from seven, and sets no limits on
fines. The law’s scope is murky, le-
gal experts say, leaving some com-
panies to fear they may fall under
its jurisdiction if they merely sell
products in Britain. It says that a
company can be liable if anyone as-
sociated with it pays a bribe. But it
isn’t clear whether that applies to
agents, consultants, vendors, joint
ventures and the like, attorneys say.

The law prohibits facilitation pay-
ments, or “grease payments,” small
bribes common in some countries to
get mail service, phone hook-ups or
other services that otherwise would
be significantly delayed. Those types
of payments are legal under the
FCPA as long as they are recorded.
The U.S. Chamber of Commerce has
called the British law’s criminaliza-
tion of them “troubling.”

“Lots of clients are very worried,
confused, uncertain,” said Tim Cole-
man, a Washington-based global in-
vestigations partner at Freshfields
Bruckhaus Deringer LLP. “Some
are in denial.”

BY DIONNE SEARCEY

Richard Alderman, director of Britain’s Serious Fraud Office, called the law ‘a model of clarity.’
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German effort to ban radical groups draws scrutiny
Germany’s stepped-up efforts to

ban some Islamic groups for pro-
moting radical views have sparked a
national debate over whether the
government is violating the free-
speech protections of the constitu-
tion it says it is aiming to protect.

The German government’s latest
move to crack down on groups that
promote extremist Muslim teaching
came earlier this month as police
raided homes, offices and religious
schools in Bremen, Braunschweig
and Mönchengladbach. The security
forces were seeking evidence that
could lead to the banning of two or-
ganizations that officials say are
calling for imposing Islamic law in
place of German law.

Interior ministry officials allege
the groups, Invitation to Paradise
and the Islamic Culture Center Bre-
men, seek to undermine Germany’s
parliamentary democracy by sup-
porting the establishment of an Is-
lamic theocracy within the country.

Sven Lau, deputy chairman of In-
vitation to Paradise, rejected the al-
legations, saying his group hadn’t
done anything illegal and that it
calls on its members living in Ger-
many to abide by German law.

A spokesman for the Islamic Cul-
tural Center Bremen said the allega-
tions against his group are “un-
founded.”

The raids come months after
Hamburg officials in August closed
the Taiba Mosque, which achieved
notoriety in 2001 as the religious
home for several members of the
terrorist cell that led the Sept. 11,
2001, attacks in the U.S. City offi-
cials said they ordered the closure

because the mosque allegedly con-
tinued to serve as a meeting place
for jihadists.

But the latest investigation
marks a departure from previous
crackdowns. German security offi-
cials are pursuing a ban of these
two Islamic groups primarily be-
cause of the principles they espouse,
rather than a suspicion of a link to
terrorism.

An intelligence official said the

outcome of the current investigation
is unclear because neither Invitation
to Paradise nor the Islamic Cultural
Center Bremen has been linked to
terrorism. Nor is the investigation
into the groups related to the gov-
ernment’s warning of a possible ter-
rorist attack in November, the Inte-
rior Ministry said.

The investigation has spurred
questions over whether the effort
could run afoul of German free-
speech protections and further
alienate pockets of Germany’s Mus-
lim population.

The debate underscores the diffi-
culty that Europe’s democracies face
in trying to curtail Islamic extrem-
ism without violating their own con-
stitutional principles.

“It is difficult to see the legal
justification for a ban of the two or-
ganizations,” said Christian Busold,
a legal adviser to Green party mem-
bers who are representatives in Ger-
many’s parliament. Mr. Busold said
that public rejection of the constitu-
tion is still protected under German
free-speech law and that such a ban
made on that basis would likely be
contested in German court.

An Interior Ministry spokesman
said German law requires the minis-
try to investigate suspicions organi-

zations may be violating the consti-
tution. The searches are a “suitable
method” of obtaining evidence in an
organization-ban investigation. No
decision has been made on whether
to ban the groups, he said.

Germany’s constitution, written
after World War II, makes allow-
ances for restricting some forms of
speech considered hostile to the
country’s democratic order. German
statutes, for instance, ban symbols
such as Nazi swastikas as a violation
of the constitution.

Such laws have mainly been used
to curtail neo-Nazi activism. German
authorities will “need to consider
whether those restrictions apply” in
the case of the Islamic groups under
investigation, said Manfred Gnjidic,
a lawyer who has raised German
constitutional-law challenges to de-
fend terrorism suspects.

In announcing the raids, Ger-
many’s Interior Ministry said “a de-
mocracy shouldn’t wait until faced
with a violent form of holy war be-
fore it takes action against organi-
zations that oppose the German
constitution.”

Amid the current investigation,
both Invitation to Paradise and the
Islamic Cultural Center Bremen con-
tinue to operate.

BY DAVID CRAWFORD

Members of Invitation to Paradise, one of the organizations being investigated,
are shown praying in downtown Mönchengladbach, Germany, in September.
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C-SUITE: HEALTH

Gage Martindale, who is 8
years old, has been taking a
blood-pressure drug since he was
a toddler. “I want to be healthy,
and I don’t want things in my
heart to go wrong,” he says.

And, of course, his mom is al-
ways there to check Gage’s blood
pressure regularly with a home
monitor, and to make sure the
second-grader doesn’t skip a dose
of his once-a-day enalapril.

These days, the medicine cabi-
net is truly a family affair. More
than a quarter of U.S. kids and
teens are taking a medication on a
chronic basis, according to Medco
Health Solutions Inc., the biggest
U.S. pharmacy-benefit manager
with around 65 million members.
Nearly 7% are on two or more
such drugs, based on the com-
pany’s database figures for 2009.

Doctors and parents warn that
prescribing medications to chil-
dren can be problematic. There is
limited research available about
many drugs’ effects in kids. And
health-care providers and families
need to be vigilant to assess the
medicines’ impact, both intended
and not. Although the effects of
some medications, like choles-
terol-lowering statins, have been
extensively researched in adults,

the consequences of using such
drugs for the bulk of a patient’s
lifespan are little understood.

Many medications kids take on
a regular basis are well known, in-
cluding treatments for asthma and
attention-deficit hyperactivity dis-
order. But children and teens are
also taking a wide variety of other
medications once considered only
to be for adults, from statins to
diabetes pills and sleep drugs, ac-
cording to figures provided to The
Wall Street Journal by IMS
Health, a research firm. Prescrip-
tions for antihypertensives in peo-
ple age 19 and younger could hit
5.5 million this year if the trend
though September continues, ac-
cording to IMS. That would be up
17% from 2007, the earliest year
available.

Researchers attribute the wide
usage in part to doctors and par-
ents becoming more aware of
drugs as an option for kids. Un-
healthy diets and lack of exercise
among children, which lead to too
much weight gain and obesity,
also fuel the use of some treat-
ments, such as those for hyperten-
sion. And some conditions are
likely caught and treated earlier
as screening and diagnosis efforts
improve.

Gage, who isn’t overweight,
has been on hypertension drugs

since he had surgery to fix a heart
defect as a toddler, says his
mother, Stefanie Martindale, a
Conway, Ark., marketing-company
manager.

Most medications that could be
prescribed to children on a
chronic basis haven’t been tested
specifically in kids, says Danny
Benjamin, a Duke University pedi-
atrics professor. And older drugs
rarely get examined, since phar-
maceutical firms have little incen-
tive to test medicines once they
are no longer under patent protec-
tion.

Still, a growing number of
studies have been done under a
U.S. Food and Drug Administra-
tion program that rewards drug
companies for testing medications
in children. In more than a third
of these studies, there have been
surprising side effects, or results
that suggested a smaller or larger
dose was needed than had been
expected, Dr. Benjamin says.
Those findings underscore that
children’s reactions to medicines
can be very different than those
of adults. Long-term effects of
drugs in kids are almost never
known, since pediatric studies,
like those in adults, tend to be rel-
atively short.

“We know we’re making errors
in dosing and safety,” says Dr.

Benjamin, who is leading a new
National Institutes of Health ini-
tiative to study drugs in children.
He suggests that parents should
do as much research as they can
to understand the evidence for the
medicine, confirm the diagnosis,
and identify side effects. Among
the places to check: drug labels
and other resources on the FDA’s
website, published research at
www.pubmed.gov, and clinical
guidelines from groups like the
American Academy of Pediatrics.

When a child psychiatrist diag-
nosed their then 8-year-old
daughter with bipolar disorder
four years ago, Ken and Joy Lewis,
of Chapel Hill, N.C., sought a sec-
ond opinion from another child
psychiatrist.

They also worked with a psy-
chologist. Dr. Lewis, who leads a
company that does early-stage
drug studies, reads all the avail-
able research on each medication
suggested for the girl, now 12,
who has taken antipsychotics and
other psychiatric medications in-
cluding Risperdal and Haldol.

“If your child has a chronic
problem, then you have to invest
the time as a parent,” he says.

Parents and doctors also say
nondrug alternatives should be
explored where possible. Tom
Wells, a professor of pediatrics at

the University of Arkansas for
Medical Sciences who sees pa-
tients at Arkansas Children’s Hos-
pital in Little Rock, frequently
pushes diet and exercise changes
before drugs for hypertensive
kids. “Obesity is really the biggest
cause I see for high blood pres-
sure in adolescents,” he says. But
only about 10% of families adhere
to his diet and exercise recom-
mendations, he says.

Beverly Pizzano, a psychologist
who lives in Palm Harbor, Fla.,
spent years struggling with behav-
ioral therapies for her son Steven,
10, who showed symptoms of
ADHD at a young age. She worked
with a counselor on a system of
rewards for good behavior, and
even had a research team watch
him and suggest interventions.
But she turned to medications af-
ter he struggled in kindergarten.
“We tried everything before I
would get to that,” she says.

After a drug is prescribed, chil-
dren must be closely monitored,
doctors say. They may not recog-
nize or communicate a possible
side effect, or whether their
symptoms are improving. They
also don’t always follow prescrip-
tion instructions.

Robert Lemanske, a professor
at the University of Wisconsin in
Madison, says patients at his pedi-
atric asthma clinic are checked
regularly for side effects such as
slowed rates of growth. He quiz-
zes parents and young patients on
details like where they keep their
inhalers to make sure they’re tak-
ing their prescribed medicine.

Nichole Ramsey, a preschool
teacher whose 9-year-old son Ant-
wone is a patient at the clinic,
watches her son’s basketball prac-
tices so she can head off any
wheezing or other symptoms. She
also makes sure she’s around
when he gets his regular Advair
dose. If Antwone stays at a
friend’s house overnight, she asks
the parents to watch that he takes
steps like rinsing out his mouth to
avoid a fungal infection that can
be a side effect of the inhaled
drug.

“You’re still the best monitor
of what’s going on with them,”
she says of a parent’s role.

Ms. Ramsey is particularly con-
cerned about Advair, which has
been tied to rare instances of
asthma-related death, but says it
works better than a previous drug
he was using. Before he started
the medications, Antwone was
hospitalized several times for
asthma attacks.

As children’s bodies change
and grow, they often need differ-
ent drugs or doses, says Greg
Kearns, chairman of medical re-
search at Children’s Mercy Hospi-
tal in Kansas City, Mo.

Jennifer Flory, a homemaker in
Baldwin City, Kan., says that after
her daughter Cassandra, now 16,
started taking a higher dose of the
asthma drug Singulair a few years
ago, she became more moody and
sad. Ms. Flory didn’t connect the
change to the drug, but when she
eventually mentioned it to a nurse
practitioner at the girl’s asthma
clinic, the nurse suggested stop-
ping Singulair, which currently
has a precaution in its label about
possible psychiatric side effects.
Cassandra, who continued taking
Advair, became far more cheerful
and didn’t have any increase in
asthma symptoms, Ms. Flory says.

A spokesman for Merck & Co.,
which makes Singulair, said in a
statement that the company is
“confident in the efficacy and
safety of Singulair,” which is “an
important treatment option for
appropriate patients.”

BY ANNA WILDE MATHEWS

Total number of
prescriptions or refills
dispensed to children
and teens in 2009

CHILDREN
0–9 YEARS OLD
28,252,000

CHILDREN
0–9 YEARS OLD
7,018,000

CHILDREN
10–19 YEARS OLD
17,136,000

CHILDREN
10–19 YEARS OLD
17,339,000

Asthma medications
45,388,000

Source: IMS Health

BOYS

GIRLS

BOYS

GIRLS

Antihypertensives
5,224,000

Sleep aids
307,000

Statins (high cholesterol)
94,000

Non-insulin diabetes
424,000

CHILDREN
0–9 YEARS OLD
1,026,000

CHILDREN
10–19 YEARS OLD
8,588,000

CHILDREN
0–9 YEARS OLD
14,000

CHILDREN
10–19 YEARS OLD
293,000

Antidepressants
9,614,000

CHILDREN
0–9 YEARS OLD
1,396,000

CHILDREN
10–19 YEARS OLD
5,150,000

CHILDREN
0–9 YEARS OLD
1,819,000

CHILDREN
10–19 YEARS OLD
3,405,000

Antipsychotics
6,546,000

ADHD medications
24,357,000

CHILDREN
0–9 YEARS OLD
30,000

CHILDREN
10–19 YEARS OLD
394,000

CHILDREN
0–9 YEARS OLD
11,000

CHILDREN
10–19 YEARS OLD
83,000

So young and so many pills
More than 25% of children and teens in the U.S. take prescriptions on a regular basis
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Tumbling home prices
pose threat to recovery

A new wave of falling home
prices threatened to hamper the
economic recovery, just as consum-
ers and the overall economy showed
signs of vigor.

Home prices across 20 major
metropolitan areas fell 1.3% in Octo-
ber from the previous year—the
third straight monthly decline, ac-
cording to the S&P/Case-Shiller
home-price index released Tuesday.
The decline was expected to con-
tinue into at least the spring, eras-
ing most of the gains made since
prices bottomed out in early 2009.

“This looks like a double-dip is
pretty much on the way, if not al-
ready here,” said David Blitzer,
chairman of the Standard & Poor’s
index committee. “Somebody who
thought last year that it’s going to
be straight up from here was
wrong.”

Several developments in recent
weeks offered hope that the econ-
omy was poised for strong, sustain-
able growth: Retail sales returned to
levels seen just before the recession
started in 2007. Manufacturing con-
tinued to expand, and U.S. exports
surged to levels from just before the
financial crisis. Optimism among
heads of small businesses and large
corporations returned to pre-reces-
sion levels. Meanwhile, a federal
tax-cut package— featuring a pay-
roll-tax cut for workers—further
helped boost prospects for eco-
nomic growth.

But jobs and housing remain
trouble spots.

The labor market has added a
million jobs in the past year. But
that pace is far too slow to offset an
unemployment rate that climbed
last month to 9.8%..

Worries about joblessness are
pushing consumer confidence lower,
despite strength in holiday sales and
a rising stock market. The Confer-
ence Board, a business research
group, said Tuesday that its confi-
dence index fell to 52.5 from 54.3
last month as consumers’ views
about job availability worsened.

In the Case-Shiller housing data,

all 20 cities in the index posted
month-over-month declines in Octo-
ber.

Four areas of the U.S.— Los An-
geles, San Diego, San Francisco and
Washington, D.C.— posted year-
over-year gains. But six markets hit
their lowest levels since prices
started falling four years ago: At-
lanta, Charlotte, Miami, Portland,
Seattle and Tampa. Prices in those
areas slipped below the lows seen in
most regions in spring 2009.

The closely watched housing in-
dex, which reflects average prices in
August, September and October, was
dragged by a number of factors, in-
cluding slumping demand in part
driven by the expiration of a federal
tax credit for buyers.

Prices were also depressed by
the huge inventory of foreclosed
homes, which tend to sell at sharply
discounted prices. In recent months,
sales of foreclosures and other dis-
tressed sales have represented over
30% of all home sales, according to
the National Association of Realtors.
In some states, such as Nevada,
foreclosures represent more than
50% of all sales.

Wells Fargo projects prices will
drop 8% more by mid-2011 given
high supply. “Right now, demand is
still dead in the water,” said econo-
mist Sam Bullard. Home prices also

face other major hurdles: rising
mortgage rates; more foreclosures;
and underwater homeowners ready
to walk away as home values con-
tinue to plunge.

They included Tasha McLaughlin,
a 33-year-old mother of two in Sac-
ramento’s South Natomas neighbor-
hood. She and her husband, Steve,
bought their two-bedroom house in
2004 for $256,000, intending to stay
about five years. After 11 months of
trying to sell it, the family took it
off the market.

Now, with a similar home down
the block listed for $80,000, the
McLaughlins were accepting that
they won’t recoup their losses any-
time soon. Their interest-only loan
will increase their current $1,400
monthly payment to $2,200 in 2017.
If they were to default on their
mortgage and walk away, they cal-
culated about the same amount of
time would pass—seven years—be-
fore their credit scores would stabi-
lize enough to allow them to buy
again elsewhere.

“I am just going to swallow my
pride and walk out. I have to,” said
Mrs. McLaughlin. “The market for
homes is not going up.”

Indeed, housing analysts agreed
that markets such as Sacramento,
Las Vegas and parts of Arizona and
Florida remained at risk of even
steeper declines.

“These places relied so heavily
on mortgages and real estate for
their economy that we’re going to
see a two-tiered recovery,” said
Chris Mayer, the Paul Milstein pro-
fessor of real estate at Columbia
Business School. “Luxury spending
is not going on across the country.
It’s happening among highly skilled
consumers who live in the places
that have seen some recovery.”

Some business owners were
bracing for only slow growth in the
economy as long as housing remains
a drag.

“People feel poorer when their
houses are going down in value,”
said Jack Fitzgerald, CEO of Fitzger-
ald Auto Mall, which has a dozen lo-
cations along the East Coast. “And
people’s houses are still going down
in value.”

BY S. MITRA KALITA
AND SUDEEP REDDY

In Sacramento, Steve and Tasha McLaughlin, with Quinn, far left, and Ryan, said they may default on their mortgage.

Ariel Zambelich for The Wall Street Journal

The world has changed since
the Federal Reserve decided in
November to purchase an
additional $600 billion of U.S.
Treasury bonds to give the
economy a lift.

The U.S. economy looks
stronger. The government is
unexpectedly cutting taxes. The
Fed is facing stiff political
criticism at home and abroad. In
part as a result of these
developments, the very long-term
interest rates the Fed was trying
to keep down are rising.

Does this change the Fed’s
conviction about the “quantitative
easing” program, also known as
QE2? The answer, in short: If the
Fed had known in November what
it knows now, it would have made
a tough decision even harder, but
there’s a good chance it would
have proceeded, anyway. And it’s
unlikely to change course now
unless there is a much bigger
improvement in the economic
outlook or uptick in inflation.

Several Fed officials believe
that—even with brighter growth
prospects and the tax cuts—the
economy still needs help. The Fed
forecasts it will take five years or
more for inflation and
unemployment to reach its
objectives.

QE2 still looks justified “unless
you thought the economy was on
a very strong growth trajectory
and inflation soon would be on an
uptrend,” said Donald Kohn, a
Brookings Institution scholar who
retired from the Fed in September.

Fed Chairman Ben Bernanke
has described his decision to
embark on QE2 as a trade-off
between benefits and costs. Today,
the costs look a bit higher and the
benefits more ambiguous, but the
trade-offs haven’t shifted enough
to change the Fed’s stance.

On the benefit side, Mr.
Bernanke said the purchases
would drive up the price of long-
term government bonds and push
their yields and other long-term
interest rates lower. It also was
meant to drive investors into
stocks and corporate bonds
—pushing up their prices, easing
financial conditions and boosting
investment and spending. And
although the Fed downplays it,
the central bank expected the
dollar to fall and help exports.

Long-term Treasury yields did
fall by 0.6 percentage point
between early August, when hints
of the new policy first emerged,
and early October. That led to a
surge of refinancing by
homeowners and corporations
that gave them more spending
power. But long-term rates have
risen about a percentage point
since, despite the push for lower
rates. The dollar is higher, thanks
in part to Europe’s woes.

Stock prices are up 9% since
early August. Long-term
government-bond yields are up
and mortgage rates have
rebounded, but the cost of
corporate borrowing in the junk-
bond market has fallen from an
average of 8.3% to 7.6%.

“The Fed wanted to push

people out of safe assets and into
risky assets,” said Mohamed El-
Erian, chief executive of Pacific
Investment Management Co. In
that narrow sense, he said, the
Fed succeeded. Stocks did well.
But he argues the benefits are
small at best and aren’t
addressing underlying problems,
such as the heavy debt loads
carried by households and banks.

Mr. El-Erian isn’t the only
skeptic. “You certainly don’t have
any evidence that it is working,”
said John Taylor, a Stanford
University economist.

Fed officials were jolted by the
snapback in Treasury rates but
pleased by the stock gains. Many
believe that without the program,
financial conditions would be
tighter and the economic outlook
darker. Mr. Bernanke deems the
costs manageable. A big cost is
the risk that the public will expect
a surge in inflation. Inflation
expectations have risen, but not
dramatically. The Fed’s key task is
to convince the public that the
central bank is willing and able to
reverse the policy when needed,
Mr. Kohn said, adding, “It may not
be easy from an economic and
political perspective, but I think
they will do it.”

One unexpected cost is
political. Mr. Bernanke spent the
first half of 2010 defending the
Fed from critics who wanted to
rein it in, a response to the
extraordinary steps the Fed took
to stabilize the banking system
during the financial crisis.

QE2 has given the Fed’s
adversaries something new to
attack. Some U.S. lawmakers want
to rewrite the Fed’s mandate so it
aims only at low inflation—not at
both low inflation and low
unemployment. The backlash adds
a political dimension the Fed
would rather avoid.

Fed officials, former and
present, point out that the reason
for having an independent central
bank is so it can make economic
decisions even when unpopular.

“If the Fed’s political
independence from day-to-day
politics has any meaning, in a
situation like this you have to do
the right thing for the economy,
without thinking too much about
the political consequences,” said
Alfred Broaddus, former president
of the Federal Reserve Bank of
Richmond. Mr. Broaddus said the
main benefit of the Fed’s program
is that it has reduced the odds of
a Japan-like drift into deflation.

BY JON HILSENRATH

For tough Fed decision,
even hindsight isn’t 20-20

The Trade-off
� Stocks Rising: Dow Jones
Industrials up 9% since August

� Economy Improving: Growth
could top 4% in 2011

� Deflation Fears Receding: 1.4%
inflation seen in two years

� Political Backlash: 16% of
Americans want Fed abolished

� Expected Inflation Rising: 3%
inflation seen in five years

� Unwieldy Balance Sheet: Fed
assets top $2.4 trillion

Source: Standard & Poor’s and FiServ

Double trouble?
The S&P/Case-Shiller Home Price
Index for 20 U.S. cities fell for a
third straight month in October.
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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 623.25 8.00 1.30% 624.25 356.75
Soybeans (cents/bu.) CBOT 1387.00 2.50 0.18 1,396.75 871.50
Wheat (cents/bu.) CBOT 798.25 18.00 2.31 864.25 504.75
Live cattle (cents/lb.) CME 107.800 -0.150 -0.14% 108.975 88.750
Cocoa ($/ton) ICE-US 3,065 25 0.82 3,477 2,410
Coffee (cents/lb.) ICE-US 239.30 1.85 0.78 242.25 131.40
Sugar (cents/lb.) ICE-US 34.39 0.75 2.23 34.60 11.90
Cotton (cents/lb.) ICE-US 144.35 -1.41 -0.97 159.12 61.89
Crude palm oil (ringgit/ton) MDEX 3,778.00 22 0.59 3,792 1,970
Cocoa (pounds/ton) LIFFE 2,036 ... Closed 2,322 1,610
Robusta coffee ($/ton) LIFFE 1,997 ... Closed 2,084 1,374

Copper (cents/lb.) COMEX 432.80 4.80 1.12 433.00 230.00
Gold ($/troy oz.) COMEX 1405.60 22.70 1.64 1,432.50 897.30
Silver (cents/troy oz.) COMEX 3032.30 106.80 3.65 3,075.00 1,475.00
Aluminum ($/ton) LME 2,413.00 ... Closed 2,481.50 1,857.00
Tin ($/ton) LME 26,825.00 ... Closed 27,325.00 14,975.00
Copper ($/ton) LME 9,331.00 ... Closed 9,358.50 6,120.00
Lead ($/ton) LME 2,435.00 ... Closed 2,616.00 1,580.00
Zinc ($/ton) LME 2,286.00 ... Closed 2,659.00 1,617.00
Nickel ($/ton) LME 23,850 ... Closed 27,590 17,100

Crude oil ($/bbl.) NYMEX 91.49 0.49 0.54 93.87 60.30
Heating oil ($/gal.) NYMEX 2.5355 0.0089 0.35 2.5601 1.5800
RBOB gasoline ($/gal.) NYMEX 2.3978 -0.0090 -0.37 2.4305 1.8472
Natural gas ($/mmBtu) NYMEX 4.288 0.133 3.20 11.700 3.894
Brent crude ($/bbl.) ICE-EU 94.38 0.53 0.56 133.57 68.09
Gas oil ($/ton) ICE-EU 785.00 3.00 0.38 792.00 625.25

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

Currencies London close on Dec. 28
Per In

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

Argentina peso-a 5.2148 0.1918 3.9720 0.2518
Brazil real 2.2146 0.4515 1.6868 0.5928
Canada dollar 1.3114 0.7625 0.9989 1.0012

1-mo. forward 1.3122 0.7621 0.9994 1.0006
3-mos. forward 1.3139 0.7611 1.0008 0.9992
6-mos. forward 1.3173 0.7591 1.0033 0.9967

Chile peso 616.47 0.001622 469.55 0.002130
Colombia peso 2673.06 0.0003741 2036.00 0.0004912
Ecuador US dollar-f 1.3129 0.7617 1 1
Mexico peso-a 16.2298 0.0616 12.3618 0.0809
Peru sol 3.6794 0.2718 2.8025 0.3568
Uruguay peso-e 26.127 0.0383 19.900 0.0503
U.S. dollar 1.3129 0.7617 1 1
Venezuela bolivar 5.64 0.177354 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.2979 0.7705 0.9886 1.0116
China yuan 8.6987 0.1150 6.6256 0.1509
Hong Kong dollar 10.2152 0.0979 7.7807 0.1285
India rupee 59.1396 0.0169 45.0450 0.0222
Indonesia rupiah 11839 0.0000845 9018 0.0001109
Japan yen 107.81 0.009276 82.12 0.012178

1-mo. forward 107.76 0.009280 82.08 0.012184
3-mos. forward 107.69 0.009286 82.03 0.012191
6-mos. forward 107.55 0.009298 81.92 0.012207

Malaysia ringgit-c 4.0628 0.2461 3.0945 0.3232
New Zealand dollar 1.7371 0.5757 1.3231 0.7558
Pakistan rupee 112.542 0.0089 85.720 0.0117
Philippines peso 57.689 0.0173 43.940 0.0228
Singapore dollar 1.7048 0.5866 1.2985 0.7701
South Korea won 1502.61 0.0006655 1144.50 0.0008737
Taiwan dollar 38.732 0.02582 29.501 0.03390
Thailand baht 39.623 0.02524 30.180 0.03313

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

Euro zone euro 1 1 0.7617 1.3129
1-mo. forward 1.0000 1.0000 0.7616 1.3130
3-mos. forward 1.0003 0.9997 0.7619 1.3126
6-mos. forward 1.0007 0.9993 0.7622 1.3120

Czech Rep. koruna-b 25.343 0.0395 19.303 0.0518
Denmark krone 7.4525 0.1342 5.6764 0.1762
Hungary forint 279.12 0.003583 212.60 0.004704
Norway krone 7.8146 0.1280 5.9522 0.1680
Poland zloty 3.9885 0.2507 3.0380 0.3292
Russia ruble-d 39.817 0.02511 30.328 0.03297
Sweden krona 9.0077 0.1110 6.8610 0.1458
Switzerland franc 1.2497 0.8002 0.9519 1.0505

1-mo. forward 1.2490 0.8007 0.9513 1.0512
3-mos. forward 1.2480 0.8013 0.9505 1.0520
6-mos. forward 1.2462 0.8024 0.9492 1.0535

Turkey lira 2.0455 0.4889 1.5580 0.6418
U.K. pound 0.8539 1.1711 0.6504 1.5376

1-mo. forward 0.8541 1.1709 0.6505 1.5372
3-mos. forward 0.8545 1.1703 0.6508 1.5365
6-mos. forward 0.8553 1.1692 0.6515 1.5350

MIDDLE EAST/AFRICA
Bahrain dinar 0.4950 2.0203 0.3770 2.6525
Egypt pound-a 7.6240 0.1312 5.8070 0.1722
Israel shekel 4.6752 0.2139 3.5610 0.2808
Jordan dinar 0.9299 1.0754 0.7083 1.4119
Kuwait dinar 0.3703 2.7005 0.2821 3.5455
Lebanon pound 1979.20 0.0005053 1507.50 0.0006634
Saudi Arabia riyal 4.9236 0.2031 3.7502 0.2667
South Africa rand 8.7808 0.1139 6.6881 0.1495
United Arab dirham 4.8222 0.2074 3.6730 0.2723

SDR -f 0.8571 1.1667 0.6528 1.5318

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 600 279.79 0.61 0.22% 10.5% 10.1%

14 Stoxx Europe 50 2636.40 7.03 0.27 2.2 1.6

27 Euro Zone Euro Stoxx 276.97 0.01 unch. 0.8 0.1

14 Euro Stoxx 50 2824.30 -2.21 -0.08% -4.8 -5.6

15 Austria ATX 2907.77 28.71 1.00 16.5 16.2

10 Belgium Bel-20 2592.31 -4.88 -0.19 3.2 2.6

12 Czech Republic PX 1219.9 3.6 0.30 9.2 8.4

22 Denmark OMX Copenhagen 428.55 2.67 0.63 35.7 35.9

14 Finland OMX Helsinki 7676.11 13.24 0.17 18.9 19.4

13 France CAC-40 3858.72 -3.47 -0.09 -2.0 -2.6

14 Germany DAX 6972.10 1.37 0.02 17.0 16.0

... Hungary BUX 21459.94 -56.12 -0.26 1.1 -0.5

12 Ireland ISEQ 2876.70 Closed -3.3 -6.0

12 Italy FTSE MIB 20448.48 -65.03 -0.32 -12.0 -12.5

10 Netherlands AEX 356.69 1.12 0.31 6.4 5.8

11 Norway All-Shares 487.10 3.10 0.64 16.0 15.0

17 Poland WIG 47422.73 -173.39 -0.36 18.6 17.7

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

5 Portugal PSI 20 7749.41 -17.23 -0.22 -8.4 -8.6

... Russia RTSI 1769.41 5.02 0.28% 24.0 22.4

9 Spain IBEX 35 9903.5 4.5 0.05 -17.1 -17.7

15 Sweden OMX Stockholm 369.07 0.04 0.01 23.2 22.0

14 Switzerland SMI 6569.06 0.85 0.01 0.4 -0.6

... Turkey ISE National 100 66441.93 85.35 0.13 25.8 28.3

13 U.K. FTSE 100 6008.92 Closed 11.0 10.5

16 ASIA-PACIFIC DJ Asia-Pacific 140.58 0.58 0.41 14.2 14.0

... Australia SPX/ASX 200 4777.26 Closed -1.9 -1.4

... China CBN 600 25869.89 -494.99 -1.88% -11.0 -9.3

14 Hong Kong Hang Seng 22621.73 -212.07 -0.93 3.4 5.2

20 India Sensex 20025.42 -3.51 -0.02 14.7 15.1

... Japan Nikkei Stock Average 10292.63 -63.36 -0.61 -2.4 -3.2

... Singapore Straits Times 3183.70 24.34 0.77 9.9 10.9

11 South Korea Kospi 2033.32 11.13 0.55 20.8 21.6

17 AMERICAS DJ Americas 339.93 0.42 0.12 14.7 13.5

... Brazil Bovespa 68058.02 254.86 0.38 -0.8 -0.3

17 Mexico IPC 38194.69 61.84 0.16 18.9 16.7

*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 0.9886 1.5200 1.0385 0.1441 0.0326 0.1661 0.0120 0.2776 1.2979 0.1742 0.9897 ...

Canada 0.9989 1.5358 1.0493 0.1456 0.0329 0.1678 0.0122 0.2805 1.3114 0.1760 ... 1.0104

Denmark 5.6764 8.7280 5.9632 0.8273 0.1872 0.9537 0.0691 1.5940 7.4525 ... 5.6829 5.7420

Euro 0.7617 1.1711 0.8002 0.1110 0.0251 0.1280 0.0093 0.2139 ... 0.1342 0.7625 0.7705

Israel 3.5610 5.4754 3.7409 0.5190 0.1174 0.5983 0.0434 ... 4.6752 0.6273 3.5651 3.6021

Japan 82.1150 126.2600 86.2643 11.9685 2.7076 13.7957 ... 23.0595 107.8088 14.4660 82.2095 83.0634

Norway 5.9522 9.1521 6.2530 0.8675 0.1963 ... 0.0725 1.6715 7.8146 1.0486 5.9591 6.0209

Russia 30.3275 46.6316 31.8600 4.4203 ... 5.0952 0.3693 8.5166 39.8170 5.3427 30.3624 30.6778

Sweden 6.8610 10.5494 7.2076 ... 0.2262 1.1527 0.0836 1.9267 9.0077 1.2087 6.8688 6.9402

Switzerland 0.9519 1.4636 ... 0.1387 0.0314 0.1599 0.0116 0.2673 1.2497 0.1677 0.9530 0.9629

U.K. 0.6504 ... 0.6832 0.0948 0.0214 0.1093 0.0079 0.1826 0.8539 0.1146 0.6511 0.6579

U.S. ... 1.5376 1.0505 0.1458 0.0330 0.1680 0.0122 0.2808 1.3129 0.1762 1.0012 1.0115

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of December 28, 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* 328.00 0.12% 9.5% 11.7%

2.50 15 World (Developed Markets) 1,272.94 0.12 8.9 10.8

2.30 15 World ex-EMU 153.16 ... 12.1 14.2

2.40 15 World ex-UK 1,271.90 0.09 9.3 11.1

3.10 15 EAFE 1,642.55 0.28 3.9 5.3

2.20 14 Emerging Markets (EM) 1,124.96 0.17 13.7 18.0

3.30 14 EUROPE 96.59 -0.83 9.4 16.1

3.70 12 EMU 166.27 0.89 -7.9 -7.0

3.40 13 Europe ex-UK 103.26 -0.93 6.8 12.8

4.40 11 Europe Value 101.14 -0.92 1.7 7.6

2.30 17 Europe Growth 89.20 -0.75 17.1 24.7

2.20 22 Europe Small Cap 198.46 -0.55 26.3 33.5

2.10 9 EM Europe 346.20 -0.49 24.3 35.3

3.20 16 UK 1,776.54 0.00 10.5 15.2

2.60 15 Nordic Countries 179.01 -0.26 31.4 37.3

1.60 8 Russia 874.56 -0.58 17.2 24.7

2.40 18 South Africa 821.93 ... 16.2 20.8

2.70 15 AC ASIA PACIFIC EX-JAPAN 470.22 -0.04 12.9 16.9

2.00 16 Japan 565.90 0.36 -0.4 8.3

2.20 14 China 65.72 -0.01 1.4 1.9

0.90 23 India 791.94 -0.25 12.0 15.9

1.20 11 Korea 578.12 -0.48 20.2 30.4

3.40 14 Taiwan 315.47 0.32 6.6 15.0

1.80 17 US BROAD MARKET 1,424.73 -0.08 15.2 18.3

1.20 33 US Small Cap 2,125.56 -0.33 27.2 37.0

2.30 15 EM LATIN AMERICA 4,468.30 0.72 8.5 10.3

*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 2590.28 0.16% 11.1%

1.97 15 Global Dow 1489.30 0.26% 14.2% 2076.99 0.12 4.1

2.25 14 Global Titans 50 180.60 0.49 11.0 177.09 0.35 1.1

2.68 15 Europe TSM 2724.39 0.08 1.3

2.21 17 Developed Markets TSM 2504.38 0.18 10.5

2.04 12 Emerging Markets TSM 4691.65 0.00 16.2

2.81 21 Africa 50 976.30 0.41 32.5 813.74 0.27 20.8

2.55 13 BRIC 50 509.10 -0.02 17.3 637.37 -0.16 6.9

2.85 18 GCC 40 640.60 -0.05 32.0 533.90 -0.19 20.4

1.81 18 U.S. TSM 13138.66 0.00 14.2

2.90 29 Kuwait Titans 30 -c 232.59 0.09 21.8

1.51 RusIndex Titans 10 -c 4045.20 0.14 33.3 6673.53 -0.09 22.4

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 673.70 -0.65% 37.0% 792.59 -0.03% 29.2%

4.52 14 Global Select Div -d 190.90 0.41 16.4 214.55 0.27 6.1

5.55 11 Asia/Pacific Select Div -d 294.59 0.56 10.5

4.01 14 U.S. Select Dividend -d 359.89 -0.01 12.3

1.56 19 Islamic Market 2214.33 0.21 11.5

1.93 14 Islamic Market 100 1993.20 0.40 14.9 2240.02 0.26 4.7

2.96 13 Islamic Turkey -c 1772.50 -0.56 31.8 3579.89 0.06 24.3

2.45 14 Sustainability 944.40 0.46 12.8 1047.12 0.32 2.8

3.46 20 Brookfield Infrastructure 1796.60 0.32 21.6 2249.33 0.18 10.9

0.96 22 Luxury 1337.10 -0.21 52.3 1488.57 -0.35 38.8

3.24 22 UAE Select Index 238.92 -0.17 -11.4

DJ-UBS Commodity 168.10 0.95 26.0 160.34 0.80 14.8

*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
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Gun store comes under heavy fire
MILWAUKEE—From 2007 to

2009, six police officers from this
industrial city were shot with guns
that share a troubling history: All
were purchased at a single gun shop
just across the city line.

Local police have long known
that Badger Guns, Badger Outdoors
and related businesses at the same
location in West Milwaukee have
ranked in the top 10 nationally
among shops that sell guns that
wind up being used in a crime.

Now four of the six officers
wounded in shootings are filing civil
suits seeking monetary damages
against the gun shop for lax han-
dling of transactions.

“We’re not trying to shut Badger
Guns down,” said Daniel Vice, senior
attorney at the Brady Center to Pre-
vent Gun Violence, a Washington-
based nonprofit that helped bring
the lawsuits. The suits aim to have
the business declared a public nui-
sance and to force it to change its
practices by court order.

Adam J. Allan, the owner of Bad-
ger Guns, declined to comment for
this article. In the past, he has said
the shop’s proximity to Milwaukee,
where gun shops are illegal, and its
high sales volume are largely re-
sponsible for the store’s high level
of sales of guns that end up in crim-
inals’ hands.

One of the lawsuits, filed in De-
cember on behalf of Officers Bryan
Norberg and Graham Kunisch, de-
scribes how in June 2009, the offic-
ers were sitting in their patrol car
when they noticed a young man
riding his bicycle on the sidewalk.
They ordered him to stop. Instead,
he sped away.

When the officers caught up to
18-year-old Julius Burton, he pulled
out a Taurus PT140 Pro .40-caliber
handgun and started firing. Seven
bullets hit the officers, including
shots to the neck, shoulder and
mouth. Both are back on duty but
were left with long-term injuries.

Mr. Burton pleaded guilty to at-
tempted homicide, and court papers
showed how he had purchased the
weapon. According to the papers,
Mr. Burton arranged to pay Jacob D.
Collins $40 to buy Mr. Burton a gun
because he was too young to legally
buy one himself. The pair entered

Badger Guns on May 2, 2009, and
Mr. Burton pointed to the gun he
wanted, according to the docu-
ments. Mr. Collins then told a Bad-
ger employee he wanted to purchase
the gun for himself and began filling
out paperwork. In one spot, the
form asked if he was the actual
buyer of the gun and he answered
no, which would make the sale ille-
gal under federal law.

The Badger Guns employee
pointed out the answer and asked
him if he wanted to change it. Mr.
Collins changed his answer to say he
was buying it for himself. The law-

suit says the transaction had all the
markings of a “straw sale”—the pur-
chase of a gun for someone who
can’t legally own one—and that the
Badger Guns employee shouldn’t
have allowed it. Mr. Collins was con-
victed of violating federal gun laws
and is currently in prison.

The other suit was filed in Octo-
ber on behalf of Officers Alejandro
Arce and Jose Lopez III. The officers
were shot on Nov. 6, 2007, by a 15-
year-old gang member using a gun
purchased from Badger 13 days ear-
lier by a fellow gang member. Both
officers survived but still have pain

from the shootings, the lawsuit al-
leges. The 15-year-old pleaded guilty
to reckless injury.

As recently as 2005, Badger Out-
doors sold 537 guns used in crimes,
making it the No. 1 seller of guns
used in crimes nationally, according
to the lawsuits, which quoted an-
other case brought by the federal
bureau of Alcohol, Tobacco, Fire-
arms and Explosives. Since 2003,
the bureau has been prohibited by
Congress from spending any money
to make the list public.

Milwaukee Police Chief Edward
A. Flynn has called the Badger busi-

nesses “a cancerous lesion.” Police
have staked out the shop in the
hope of catching “straw buyers” in
the act, observed felons using the
shop’s shooting range and arrested
felons possessing guns after they
left the store.

But while prosecuting buyers in-
volved in a straw sale is relatively
straightforward, it’s difficult to
prosecute the gun shop under crimi-
nal law because the government
must prove the owner intended to
participate in the straw sale.

“Current law makes it difficult to
hold them accountable,” Police Chief
Flynn said.

According to the lawsuits, the
ATF recommended in 2006 that
Badger Outdoors’ firearms license
be revoked because of multiple vio-
lations of federal gun laws, includ-
ing failure to report the sale of ar-
mor-piercing ammunition. The ATF
declined to comment.

In 2007, according to the law-
suits, Mr. Allan filed for a new li-
cense for a company called Badger
Guns. His father and another man
transferred ownership of the busi-
ness to him. After Badger Outdoors
relinquished its license, Badger Guns
opened with a clean federal record.

The action against the business
are the first such suits in Wisconsin,
but the Brady Center has sued gun
shops in about a dozen other states
for either illegally or negligently
selling guns to criminals.

Several ended with court orders
or agreements requiring the shops
to tighten their sales protocols;
three cases ended in publicly re-
ported settlements totaling $4.3
million; and others resulted in pri-
vate settlements. One case was lost
and a few others were dismissed
when states passed immunity laws
protecting the gun dealers.

Earlier this month, around
lunchtime, three employees at Bad-
ger sat behind glass cases contain-
ing dozens of pistols. Military-style
weapons dominated part of a wall,
while others displayed hunting rifles
and other firearms. A clerk said the
guns ranged in price from a few
hundred to several thousand dollars.

“It’s a good place to come and
enjoy,” said Robert Vanselow, a re-
tiree who for years has been coming
to the shop for target practice with
friends. “It’s just like golf.”

BY JOE BARRETT

Badger Guns is situated just outside the city of Milwaukee, where gun shops are illegal.
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Facing budget gaps and an aver-
sion to new debt and taxes, states
and local governments are slapping
residents with an array of new
fees—and some are applying them
to nonprofits.

That marks a sharp departure
from longstanding tax exemptions
mandated by state law or adopted
on the theory that churches, schools
and charitable organizations work
alongside governments to provide
services to the community.

The issue is on display in Hous-
ton, where some flood-prone roads
are in such disrepair that signs
warn drivers, “Turn around, don’t
drown.” Houston’s taxpayers in No-
vember narrowly voted to adopt a
“drainage fee” to raise at least $125
million a year toward the cost of im-
proving roads and storm-water sys-
tems. The city will charge fees to
property owners, and it won’t grant

exceptions to churches, schools and
charities.

The city has been tightening its
budget. “We’re cutting up the city’s
credit cards,” says Mayor Annise
Parker. “Everyone who contributes
to drainage issues has to share in
the cost of correcting those issues.”

A number of groups—including
schools, businesses, churches and
senior citizens—are demanding ex-
emptions. “We’ll defeat this,” says
David Welch, of the Houston Area
Pastor’s Council, who plans to lobby
state legislators in January. “This is
really a tax. It is the first time that
churches would not be exempt from
property taxes,” he says.

At a group called the National
Council of Nonprofits, Tim Delaney,
chief executive, says, “Governments
are taking their public burdens and
putting them on the backs of non-
profits, at a time when the demand
for our services is skyrocketing.”

Some cities are charging reli-

gious groups property taxes on
buildings no longer used for wor-
ship. Other localities are soliciting
voluntary contributions. Albany,
N.Y., recently passed an ordinance
asking schools, hospitals and other
nonprofits to contribute to city ser-
vices. In Minneapolis, residents re-
cently began paying a street-light
fee that also applies to nonprofits,
which in some places pay fees for
elevator safety and fire inspection.

Drainage fees that apply to non-
profits have been adopted by cities
that include Richmond, Va.; Lafay-
ette, Ind.; and Verona, Wis. Such fees
are emerging now because the fed-
eral government has been cracking
down on how cities handle the rain
that rolls off roofs, parking lots, and
other impervious surfaces, some-
times causing floods and ripping up
roads. The runoff can collect debris,
oil and other pollutants and drag it
all into the nation’s waterways.

The federal Environmental Pro-

tection Agency recently issued strict
storm-water rules for real-estate de-
velopments and stepped up enforce-
ment of run-off rules for municipali-
ties. In 2010, municipalities accused
of violations paid $5.3 billion in re-
pairs, a nearly four-fold increase
from 2009. Those settlements
ranged from Kansas City, Mo., with
$2.5 billion in fixes, to Revere,
Mass., which agreed to spend $50
million on repairs.

The American Society of Civil
Engineers estimates that cities and
towns need to spend more than
$250 billion over the next five years
fixing crumbling storm systems.

As municipalities try to bridge
budget gaps with fees that also hit
nonprofits, some residents are kick-
ing up a storm. Chicago and Dade
City, Fla., scrapped proposals for
drainage fees after protests from
these groups. Cleveland suspended
its proposal after community groups
and businesses sued.

BY IANTHE JEANNE DUGAN

U.S. NEWS

*Includes drinking water

Civil functions
Fixing waste-water systems that
handle storm water and drinking
water is among the biggest expenses
facing communities.

Estimated costs over five years
in billions

$930 Roads and bridges

$265 Transit

$255Waste water*

$160 Schools

$87 Aviation

$85 Public parks and recreation

$77 Hazardous and solid waste

$75 Energy

$63 Rail

$50 Inland waterways

$50 Levees

$12.5 Dams

$2.1 trillion total

Source: American Society of Civil Engineers

Cities hit nonprofits with fees

Pistol Revolver Rifle Shotgun Derringer All other

Types of crime guns
recovered in Wisconsin
in 2009

1,568

604 546
480

27 9

. . . and where they were
recovered

Milwaukee

All other
municipalities

Origin of crime guns recovered
in Wisconsin in 2009 . . .

Wisconsin

Other
states

About three quarters of guns used in
crimes in Wisconsin were bought
in-state and about a quarter in other
states. Most ended up in Milwaukee.

1,119

2,110

514

1,629

Crime scene

Source: ATFNote: Recovery and origin information was not available for all firearms.
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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 99.72% 0.01% 1.20 0.95 1.05

Eur. High Volatility: 14/1 1.54 97.57 0.01 1.84 1.45 1.59

Europe Crossover: 14/1 4.40 102.40 0.05 5.37 4.24 4.70

Asia ex-Japan IG: 14/1 1.03 99.87 0.01 1.25 0.93 1.08

Japan: 14/1 1.03 99.88 0.01 1.10 0.90 1.00

Note: Data as of December 27

Spreads
Spreads on five-
year swaps for
corporate debt;
based on Markit
iTraxx indexes.

In percentage points
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Behind Asia's deals: Bank revenue rankings, Japan
Behind every IPO, bond offering, merger deal or syndicated loan is one or more investment banks. Here are
investment banks ranked by year-to-date revenues from recent deals.

PERCENTAGE OF TOTAL REVENUE
Revenue, Market Equity Debt Mergers &
in millions share capital markets capital markets acquisitions Loans

Nomura $849 23.6% 74% 11% 15% ...

Mizuho 648 18.1 57 19 10 14%

Sumitomo Mitsui Financial Group 393 11.0 59 13 12 17

Daiwa Capital Markets 285 7.9 59 24 17 ...

Goldman Sachs 216 6.0 81 6 13 ...

Mitsubishi UFJ Financial Group 213 5.9 35 20 16 29

Morgan Stanley 190 5.3 46 21 33 ...

Citi 135 3.7 60 9 27 4

Bank of America Merrill Lynch 133 3.7 59 14 26 1

Source: Dealogic

Tracking
credit
markets �
dealmakers

Dow Jones Industrial Average P/E: 15
LAST: 11575.54 s 20.51, or 0.18%

YEAR TO DATE: s 1,147.49, or 11.0%

OVER 52 WEEKS s 1,030.13, or 9.8%

Note: Price-to-earnings ratios are for trailing 12 months
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Stoxx Europe 50: Tuesday's best and worst...

Previous
close, in STOCK PERFORMANCE

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

Tesco U.K. Food Retailers & Wholesalers 2,105,257 439.00 1.25% 2.6% 2.6%

BG Group U.K. Integrated Oil & Gas 297,196 1,338 1.21 19.2 17.5

GlaxoSmithKline U.K. Pharmaceuticals 790,518 1,277 1.19 -3.2 -4.3

BHP Billiton U.K. General Mining 362,146 2,610 0.87 30.8 29.7

Rio Tinto U.K. General Mining 285,490 4,573 0.84 34.9 33.7

Intesa Sanpaolo Italy Banks 29,583,109 2.08 -0.95% -34.0 -34.9

UniCredit Italy Banks 105,130,584 1.61 -0.68 -28.2 -28.8

GDF Suez France Multiutilities 1,481,381 27.42 -0.62 -9.5 -9.3

Anglo American U.K. General Mining 279,405 3,307 -0.48 22.0 21.2

BP PLC U.K. Integrated Oil & Gas 2,045,677 474.55 -0.44 -20.9 -21.6

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

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

Royal Dutch Shell A 2,368,958 25.19 0.68% 19.4% 18.7%
U.K. (Integrated Oil & Gas)
Zurich Financial Services AG 193,821 246.30 0.49 8.7 8.1
Switzerland (Full Line Insurance)
Astrazeneca 408,628 2,988 0.47 2.7 2.0
U.K. (Pharmaceuticals)
Deutsche Bank 1,672,392 39.44 0.43 -12.6 -14.7
Germany (Banks)
Societe Generale 806,132 41.51 0.41 -15.2 -15.9
France (Banks)
L.M. Ericsson Telephone Series B 4,173,669 77.80 0.39 18.1 16.1
Sweden (Communications Technology)
Banco Santander 20,214,792 7.92 0.38 -31.4 -32.0
Spain (Banks)
Unilever 1,248,778 23.75 0.32 4.4 3.8
Netherlands (Food Products)
Allianz SE 580,651 89.66 0.30 2.9 2.0
Germany (Full Line Insurance)
Roche Holding 670,057 139.10 0.29 -20.9 -21.8
Switzerland (Pharmaceuticals)
Novartis 1,020,242 56.35 0.27 -0.3 -1.0
Switzerland (Pharmaceuticals)
SAP AG 863,728 38.38 0.21 16.3 16.7
Germany (Software)
E.ON AG 3,332,803 22.87 0.15 -21.8 -22.8
Germany (Multiutilities)
Total S.A. 2,046,653 40.04 0.10 -11.0 -11.8
France (Integrated Oil & Gas)
Credit Suisse Group 1,287,492 38.33 0.08 -25.1 -26.6
Switzerland (Banks)
Nokia 5,908,715 7.79 0.06 -12.7 -12.0
Finland (Telecommunications Equipment)
ING Groep 5,905,424 7.20 0.06 4.4 1.9
Netherlands (Life Insurance)
Diageo 319,376 1,215 ... 12.1 11.5
U.K. (Distillers & Vintners)
Siemens 824,076 94.36 ... 47.0 45.5
Germany (Diversified Industrials)
Standard Chartered PLC 244,565 1,769 ... 16.6 15.5
U.K. (Banks)

Latest,
in local STOCK PERFORMANCE

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

Deutsche Telekom 5,138,579 9.65 -0.05% -6.3% -7.4%
Germany (Mobile Telecommunications)
Barclays 3,911,524 266.95 -0.06 -3.3 -2.9
U.K. (Banks)
British American Tobacco 238,048 2,519 -0.08 24.9 24.9
U.K. (Tobacco)
Hennes & Mauritz AB Series B 1,786,102 225.70 -0.09 13.6 11.8
Sweden (Apparel Retailers)
BASF SE 741,857 60.60 -0.10 39.4 38.3
Germany (Commodity Chemicals)
HSBC Holdings 1,980,636 667.30 -0.10 -5.9 -6.5
U.K. (Banks)
Telefonica 8,786,770 17.11 -0.12 -12.3 -13.3
Spain (Fixed Line Telecommunications)
ENI 4,237,452 16.50 -0.12 -7.3 -7.7
Italy (Integrated Oil & Gas)
Sanofi-Aventis 1,033,950 48.70 -0.12 -11.6 -13.2
France (Pharmaceuticals)
UBS 2,277,669 15.63 -0.13 -2.6 -4.2
Switzerland (Banks)
Daimler AG 2,434,939 51.50 -0.14 38.3 36.8
Germany (Automobiles)
Nestle S.A. 1,941,991 56.40 -0.18 12.4 11.1
Switzerland (Food Products)
AXA 1,986,210 12.66 -0.20 -23.5 -24.7
France (Full Line Insurance)
Vodafone Group 14,479,179 172.10 -0.20 19.8 19.7
U.K. (Mobile Telecommunications)
Anheuser-Busch InBev N.V. 503,745 43.47 -0.21 19.4 19.1
Belgium (Beverages)
Banco Bilbao Vizcaya Argentaria 17,363,733 7.61 -0.26 -37.8 -38.1
Spain (Banks)
Bayer AG 712,549 55.72 -0.27 -0.4 -1.3
Germany (Specialty Chemicals)
BNP Paribas 1,058,906 48.78 -0.30 -12.7 -13.8
France (Banks)
France Telecom 3,005,550 15.78 -0.35 -9.5 -10.5
France (Fixed Line Telecommunications)
ABB Ltd. 1,844,398 20.95 -0.38 7.9 8.1
Switzerland (Industrial Machinery)

Sources: Thomson Reuters

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 12.8 $29.25 ... ...%
Alcoa AA 12.2 15.24 0.01 0.07
AmExpress AXP 3.8 42.82 –0.23 –0.54
BankAm BAC 112.5 13.34 0.07 0.53
Boeing BA 2.5 64.88 0.13 0.20
Caterpillar CAT 2.9 93.73 –0.34 –0.36
Chevron CVX 4.2 91.26 1.14 1.26
CiscoSys CSCO 56.9 20.35 0.19 0.94
CocaCola KO 4.1 65.38 0.31 0.48
Disney DIS 3.2 37.37 –0.11 –0.29
DuPont DD 2.1 49.84 0.21 0.42
ExxonMobil XOM 12.2 73.47 0.46 0.63
GenElec GE 41.2 18.32 0.13 0.71
HewlettPk HPQ 9.9 42.26 0.44 1.05
HomeDpt HD 3.7 35.11 –0.13 –0.37
Intel INTC 21.0 20.88 0.04 0.19
IBM IBM 2.5 145.72 0.38 0.26
JPMorgChas JPM 17.5 42.64 –0.03 –0.07
JohnsJohns JNJ 5.6 62.06 0.13 0.21
KftFoods KFT 4.6 31.87 0.26 0.82
McDonalds MCD 2.8 76.46 0.03 0.04
Merck MRK 4.9 36.21 –0.02 –0.06
Microsoft MSFT 22.7 28.01 –0.06 –0.21
Pfizer PFE 25.7 17.60 0.11 0.63
ProctGamb PG 4.2 64.79 0.12 0.19
3M MMM 1.6 86.76 –0.25 –0.29
TravelersCos TRV 1.7 55.68 –0.11 –0.20
UnitedTech UTX 1.8 79.33 0.06 0.08
Verizon VZ 11.5 35.62 0.12 0.35

WalMart WMT 6.4 53.75 0.18 0.34

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

Allianz 87.22 –0.65 2.01 2.55

Brit Telecom 95.71 –0.33 0.17 –12.96

Bayer 52.93 –0.32 0.13 –4.75

Bay Motoren Werke 82.73 –0.31 –4.05 –13.13

EnBW Energie Baden
Wuerttemberg 79.32 –0.27 –0.26 5.23

Deutsche Telekom 85.66 –0.26 –0.75 –0.75

Old Mut 167.77 –0.13 0.31 3.71

Anglo Amern 118.32 –0.1 –0.44 –22.81

Contl 317.77 –0.05 –21.82 –51.06

Cognis 25.15 –0.02 –0.44 –20.5

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Rep Irlnd 608.74 0.1 18.61 –7.27

Vattenfall 67.09 0.28 –0.25 0.8

Telekom Austria 94.16 0.39 0.18 –6.59

Edison 153.1 0.41 3.3 3.03

Xstrata 139.53 0.41 –0.21 –43.28

SANOFI AVENTIS 62.08 0.41 2.18 3.61

HSBC 82.86 0.54 0.44 –2.48

Technip 89.25 0.74 0.09 –6.32

REPSOL YPF 154.79 0.91 2.27 –22.2

Bk OF SCOTLAND 188.18 1.4 4.88 3.97

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.
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U.S. NEWS

Collision warnings
draw FAA scrutiny

Federal aviation regulators are
proposing fixes to midair-collision
warning devices installed on nearly
9,000 U.S airliners and business air-
craft, after uncovering a safety
problem during a test flight.

The Federal Aviation Administra-
tion’s proposed directive, made pub-
lic Monday, seeks to mandate soft-
ware upgrades to widely used
devices manufactured by a unit of
L-3 Communications Holdings Inc.

During a flight test over a busy
airport’s airspace, according to the
FAA, airborne collision-warning sys-
tems manufactured by the unit, Avi-
ation Communication & Surveillance
Systems LLC, failed to properly keep
track of all nearby planes. The
agency said one aircraft disappeared
for at least 40 seconds from cockpit
displays, which “could lead to possi-
ble loss of separation of air traffic
and possible mid-air collisions.”

Despite the proposal’s broad
sweep, regulators apparently con-
cluded the problem doesn’t pose an
imminent safety threat because they
want to give airlines and operators
of business aircraft up to four years
to complete the upgrades.

New York-based L-3 Communica-
tions previously issued service bul-
letins dealing with the issue. On
Tuesday, a spokeswoman for the L-3
said, “ACSS is committed to aviation
safety, and the performance and in-
tegrity of its products are of utmost
importance. ACSS is actively work-
ing with and supporting the FAA on
this matter.”

An FAA spokeswoman said the
company’s TCAS devices are in-
stalled on more than 7,000 U.S. air-
liners and more than 1,800 business
aircraft registered in this country.

Fewer than 100 U.S. military air-
craft also use the affected TCAS de-
vices, which provide pilots with
computer-generated alerts and
emergency instructions to avoid
nearby aircraft. TCAS stands for
Traffic Alert and Collision Avoid-
ance Systems.

Other U.S. and European compa-
nies manufacture similar systems,
but those aren’t affected by the
FAA’s proposed rule.

The agency’s move comes amid
heightened scrutiny of airborne
near-misses around the U.S.

Prompted by a spate of danger-
ous midair incidents in the past
year, the FAA months ago began a
nationwide review of air-traffic con-
trol procedures and safeguards.
More recently, there has been a fo-
cus on controller errors leading to a
surge in midair incidents in the
skies over Washington, D.C.

And earlier this year, the FAA,
the air-traffic controllers union and
United Airlines pilots agreed to set
up the first U.S. program to jointly
collect and analyze voluntary re-
ports about near-collisions in mid-
air.

Controllers feel that the current
drive to expand voluntary reporting
programs and data-sharing initia-
tives has contributed to the recent
spike in reports of hazardous midair
incidents. Those who report inci-
dents are shielded from punishment.

BY ANDY PASZTOR

Gusting winds hamper
blizzard-cleanup efforts

Gusting winds set back efforts to
get air travel back on schedule
Tuesday, three days after a fierce
blizzard forced the New York area’s
three largest airports to close.

John F. Kennedy International,
Newark Liberty International and
LaGuardia airports reopened Mon-
day evening after their operator, the
Port Authority of New York and New
Jersey, threw 1,000 workers and
200 pieces of snow-clearing equip-
ment at the runways.

Airport and airline officials
hoped traffic would start moving
again Tuesday, but winds gusting to
33 miles per hour complicated
snow-removal efforts, leaving many
runways still unplowed.

The Federal Aviation Administra-
tion took cautionary steps that
caused lengthy delays and forced
hundreds more canceled flights. An
FAA spokesman said the agency had
placed planes on “ground hold” at
departing airports nationwide, slow-
ing the flow of traffic into JFK and
Newark. That created arrival delays
of more than five hours into
Kennedy and eight hours into New-
ark, the spokesman said.

The delayed arrivals pushed back
the time when the planes could de-
part again with fresh loads of
stranded passengers.

With so many planes already on

the ground at JFK and others trying
to get in, a shortage of gate space
developed Tuesday morning. Virgin
America, the San Francisco-based
discounter, had to divert a JFK-
bound flight to Washington’s Dulles
International Airport, a spokes-
woman said. The plane made it to
JFK later in the morning, but an-
other Virgin America flight, also
bound for JFK, had to shift course
and return to Los Angeles because
no gate was going to be available
when it landed, she said.

Airlines have canceled more than
5,000 flights since the storm bar-
reled up the East Coast Saturday
and Sunday, and they were forced to
scrub more trips Tuesday. That was
sure to frustrate thousands of cus-
tomers still waiting to reach their
destinations.

Henri Vermeulen was finishing
dinner with his family on Sunday
when he found out his Monday
flight from New York to the Nether-
lands had been canceled. The 45-
year-old vice president of a paper
company said he had to cancel a
meeting and he thought he, his wife
and two young children would be
stuck in New York until at least
Wednesday.

On Tuesday, however, Mr. Ver-
meulen and his family were con-
firmed on a 10 p.m. flight the same
day to Dusseldorf, Germany, out of
Newark. Mr. Vermeulen said he had

no trouble extending his stay at the
Marriott Marquis in Times Square.
“Although the situation was diffi-
cult, everyone was very coopera-
tive,” he said.

With the heavily traveled New
Year’s weekend ahead, flights later
this week were already packed, leav-
ing few seats for passengers waiting
in New York and elsewhere in the
Northeast.

One bit of good news: Winds
were forecast to ease on Wednesday,
the FAA spokesman said. That
should ease safety concerns about
gusts and help keep snow from
blowing back onto plowed runways.

Delta Air Lines Inc. said Tues-
day it canceled 300 of its mainline
and regional flights, out of a total of
about 5,000, because of “runway is-
sues” at JFK and Newark.

The Atlanta-based carrier, whose
troubles began Christmas Day when
the same weather system dropped
rare snow on Atlanta and the Gulf
Coast states, said it was running a
full schedule at LaGuardia on Tues-
day and hoped to return to normal
flight volume at the two other New
York-area airports by Wednesday.

Delta also said it was operating
30 extra flights in the Northeast
Tuesday to help some passengers
whose earlier flights had been can-
celled.

JetBlue Airways Corp., whose
main hub is at JFK, canceled 140

flights Tuesday after scrubbing all
of its inbound and outbound New
York flights on Modnay. The idea
then was to position aircraft and
crews for Tuesday’s recovery.

But according to a spokeswoman,
only one of JFK’s four runways was
open on Tuesday morning and taxi-
ways and gate areas were still
packed with snow. She said about
1,000 JetBlue customers were at the
carrier’s JFK terminal waiting to
leave. Slow subways, packed buses
and a nonfunctioning airport train
were making it tough for travelers
to get to JFK to catch flights that
could depart, she added.

Steve Coleman, a Port Authority

spokesman, said both runways at
LaGuardia were open Tuesday
morning, but only one of two at
Newark. He noted that plowing the
gate areas is the responsibility of
the airlines or terminal operators.

Mr. Coleman said an estimated
200 passengers were waiting to de-
part at LaGuardia and 350 at New-
ark, not including travelers in Conti-
nental Airline’s terminal there.
Continental, the biggest operator at
Newark, didn’t immediately have a
passenger count. The Port Authority
estimated more than 2,000 travelers
were camping out at JFK, primarily
in JetBlue’s terminal and the inter-
national terminal, Mr. Coleman said.

BY SUSAN CAREY

A front-end loader is used to remove snow in New York’s Times Square.
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During the worst

global recession in living memory,

the men and women who work

in the factories, fields, laboratories, mines,

warehouses, stores, offices and boardrooms of

produced revenues of $9.76 trillion as well as

the second-largest profit increase since 1955.

This is their story.
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For information about listing your funds, please contact: Carson Wong tel: +852 2831-6481; email: carson.wong@dowjones.com
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Andfs. Anglaterra UK EQ AND 11/16 GBP 8.47 2.8 3.6 14.9
Andfs. Borsa Global GL EQ AND 12/27 EUR 6.63 2.0 2.3 7.6
Andfs. Emergents GL EQ AND 12/27 USD 18.29 5.4 6.2 35.8
Andfs. Espanya EU EQ AND 12/27 EUR 11.46 -17.7 -17.8 3.7
Andfs. Estats Units US EQ AND 12/27 USD 15.86 5.6 5.9 14.8
Andfs. Europa EU EQ AND 12/27 EUR 7.35 -6.3 -6.0 7.7
Andfs. Franca EU EQ AND 12/27 EUR 9.54 -2.0 -1.5 8.8
Andfs. Japo JP EQ AND 12/27 JPY 498.40 -2.5 -1.0 7.3
Andfs. Plus Dollars US BA AND 10/22 USD 9.66 2.3 3.0 6.2
Andfs. RF Dolars US BD AND 12/27 USD 11.78 3.0 3.1 7.6
Andfs. RF Euros EU BD AND 12/27 EUR 10.90 0.7 0.6 10.6
Andorfons EU BD AND 12/27 EUR 14.36 -1.0 -1.1 9.6
Andorfons Alternative Premium GL EQ AND 10/31 EUR 98.56 -0.4 0.9 0.4
Andorfons Mix 30 EU BA AND 12/27 EUR 9.83 2.8 3.1 10.4
Andorfons Mix 60 EU BA AND 12/27 EUR 9.47 2.2 2.6 8.6

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 12/17 USD 411815.57 50.0 52.3 76.9

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 12/28 EUR 9.00 1.6 1.8 -1.8
DJE-Absolut P GL EQ LUX 12/28 EUR 231.03 12.8 13.2 15.3
DJE-Alpha Glbl P OT OT LUX 12/28 EUR 193.90 8.8 9.2 12.8
DJE-Div& Substanz P EU EQ LUX 12/28 EUR 247.31 15.0 15.5 19.8
DJE-Gold&Resourc P OT EQ LUX 12/28 EUR 238.43 40.0 39.2 38.9
DJE-Renten Glbl P EU BD LUX 12/28 EUR 137.47 5.3 5.1 7.3
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 12/28 EUR 18.01 1.7 2.4 12.3
LuxTopic-Pacific OT OT LUX 12/28 EUR 21.20 29.4 30.4 51.7

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 12/27 JPY 9876.88 -0.1 -0.2 NS
Prosperity Return Fund B OT OT LUX 12/27 JPY 8669.13 -12.0 -12.2 NS
Prosperity Return Fund C OT OT LUX 12/27 USD 94.14 -2.0 -3.8 NS
Prosperity Return Fund D OT OT LUX 12/27 EUR 112.00 15.1 16.6 NS
Renaissance Hgh Grade Bd A JP BD LUX 12/27 JPY 10089.05 2.2 2.8 NS
Renaissance Hgh Grade Bd B OT OT LUX 12/27 JPY 8830.73 -10.2 -9.7 NS
Renaissance Hgh Grade Bd C OT OT LUX 12/27 USD 95.30 0.0 -1.5 NS
Renaissance Hgh Grade Bd D OT OT LUX 12/27 EUR 106.21 9.4 7.6 NS

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI EU EQ SVN 12/24 EUR 19.53 -19.7 -18.4 -12.8
MP-TURKEY.SI OT OT SVN 12/24 EUR 46.89 35.1 39.3 58.6

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 12/27 EUR 15.88 18.8 19.0 36.1
Parex Eastern Europ Bd EU BD LVA 12/27 USD 17.29 18.1 18.4 40.9
Parex Russian Eq EE EQ LVA 12/27 USD 26.44 35.5 33.9 70.5

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 12/27 EUR 152.27 25.6 27.9 NS
Pictet-Asian Eq ExJpn-I USD OT OT LUX 12/28 USD 194.15 10.7 12.2 34.2
Pictet-Asian Eq ExJpn-P USD OT OT LUX 12/28 USD 183.24 9.8 11.2 33.1
Pictet-Biotech-P USD OT EQ LUX 12/27 USD 309.87 9.5 8.4 5.3
Pictet-CHF Liquidity-P CH MM LUX 12/27 CHF 124.15 0.0 0.0 0.1
Pictet-CHF Liquidity-P dy CH MM LUX 12/27 CHF 93.02 0.0 0.0 0.1
Pictet-Conv. Bonds-P EUR OT OT LUX 12/27 EUR 105.77 NS NS NS
Pictet-Digital Comm-P USD OT EQ LUX 12/27 USD 140.61 20.3 20.8 32.8
Pictet-Eastern Europe-P EUR EU EQ LUX 12/23 EUR 411.17 30.8 31.4 72.0
Pictet-Emerging Markets-P USD GL EQ LUX 12/28 USD 602.82 13.0 14.3 42.1
Pictet-Eu Equities Sel-P EUR EU EQ LUX 12/27 EUR 458.91 12.5 12.8 23.8
Pictet-EUR Bonds-P EU BD LUX 12/27 EUR 397.93 3.5 3.2 2.8
Pictet-EUR Bonds-Pdy EU BD LUX 12/27 EUR 282.48 3.5 3.2 2.8
Pictet-EUR Corporate Bonds-P EU BD LUX 12/27 EUR 152.60 3.2 2.9 10.7
Pictet-EUR Corporate Bonds-Pdy EU BD LUX 12/27 EUR 99.52 3.2 2.9 10.7
Pictet-EUR High Yield-P EU BD LUX 12/23 EUR 170.70 16.7 17.2 38.6
Pictet-EUR High Yield-Pdy EU BD LUX 12/23 EUR 88.45 16.7 17.1 38.6
Pictet-EUR Liquidity-P EU MM LUX 12/27 EUR 136.38 0.3 0.3 0.7
Pictet-EUR Liquidity-Pdy EU MM LUX 12/27 EUR 96.37 0.3 0.3 0.7
Pictet-EUR Sovereign Liq-P EU MM LUX 12/27 EUR 102.52 0.1 0.1 0.3
Pictet-EUR Sovereign Liq-Pdy EU MM LUX 12/27 EUR 100.01 0.1 0.1 0.3
Pictet-Europe Index-P EUR EU EQ LUX 12/23 EUR 114.99 13.8 14.4 23.8
Pictet-European Sust Eq-P EUR EU EQ LUX 12/27 EUR 149.34 12.2 12.7 22.7
Pictet-Glo Emerging Debt-P USD GL BD LUX 12/23 USD 262.81 8.0 8.1 18.0
Pictet-Glo Emerging Debt-Pdy USD GL BD LUX 12/23 USD 162.42 8.0 8.1 18.0
Pictet-Greater China-P USD AS EQ LUX 12/28 USD 391.87 11.6 13.8 37.8
Pictet-Indian Equities-P USD EA EQ LUX 12/28 USD 414.87 15.0 15.7 47.0
Pictet-Japan Index-P JPY JP EQ LUX 12/28 JPY 8945.71 0.7 0.0 6.8
Pictet-Japanese Eq 130/30-P JPY JP EQ LUX 12/28 JPY 4571.36 3.5 3.4 10.2
Pictet-Japanese Eq Sel-I JPY JP EQ LUX 12/28 JPY 7937.74 2.5 2.1 6.3
Pictet-Japanese Eq Sel-P JPY JP EQ LUX 12/28 JPY 7650.46 1.8 1.5 5.6
Pictet-MENA-P USD OT OT LUX 12/27 USD 53.67 19.7 18.9 NS
Pictet-Pac (ExJpn) Idx-P USD AS EQ LUX 12/23 USD 314.39 15.1 20.6 44.4
Pictet-Piclife-P CHF OT OT LUX 12/27 CHF 792.93 0.2 0.1 7.4
Pictet-Premium Brands-P EUR OT EQ LUX 12/27 EUR 94.48 44.6 45.7 47.2
Pictet-Russian Equities-P USD EE EQ LUX 12/23 USD 81.38 26.3 26.8 81.4
Pictet-Security-P USD GL EQ LUX 12/27 USD 127.15 27.7 27.2 35.5
Pictet-Small Cap Europe-P EUR EU EQ LUX 12/23 EUR 600.12 32.5 33.8 37.4
Pictet-Timber-P USD GL EQ LUX 12/27 USD 117.84 10.6 10.2 34.1
Pictet-USA Index-P USD US EQ LUX 12/27 USD 103.22 13.9 12.7 21.4
Pictet-USD Government Bonds-P US BD LUX 12/27 USD 533.18 5.0 4.8 0.0
Pictet-USD Government Bonds-Pdy US BD LUX 12/27 USD 369.70 5.0 4.8 0.0
Pictet-USD Liquidity-P US MM LUX 12/27 USD 131.24 0.2 0.2 0.4
Pictet-USD Liquidity-Pdy US MM LUX 12/27 USD 84.70 0.2 0.2 0.4
Pictet-USD Sovereign Liq-P US MM LUX 12/27 USD 101.66 0.1 0.1 0.2
Pictet-USD Sovereign Liq-Pdy US MM LUX 12/27 USD 100.16 0.1 0.1 0.2
Pictet-Water-P EUR GL EQ LUX 12/27 EUR 151.75 22.4 23.2 22.9
Pictet-World Gvt Bonds-P USD OT OT LUX 12/27 USD 170.66 3.4 3.0 2.2
Pictet-World Gvt Bonds-Pdy USD OT OT LUX 12/27 USD 134.75 3.4 3.1 2.2

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 12/23 USD 17.84 32.6 33.5 53.5
Japan Fund USD JP EQ IRL 12/24 USD 18.35 15.5 13.8 14.9
Polar Healthcare Class I USD OT EQ IRL 12/23 USD 13.44 3.9 2.4 NS

Polar Healthcare Class R USD OT EQ IRL 12/23 USD 13.35 3.4 1.8 NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 11/30 USD 104.76 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 11/30 USD 135.71 -1.2 0.6 4.8
Europn Forager USD B EU EQ CYM 11/30 USD 241.06 7.7 8.9 16.8
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 11/30 USD 182.87 -0.6 -1.5 5.1

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund GL EQ BMU 12/22 USD 176.40 38.5 38.9 71.0

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
ACTION FRANCE A EU EQ IRL 12/23 EUR 737.07 4.2 4.8 16.2
CORE EUROZONE EQ B EU EQ IRL 12/23 EUR 872.89 5.0 5.3 16.7
EURO FIXED INCOME A OT OT IRL 12/23 EUR 1305.64 4.9 4.7 7.5
EURO FIXED INCOME B OT OT IRL 12/23 EUR 1402.34 5.5 5.4 8.1
EUROPEAN SMALL CAP A EU EQ IRL 12/23 EUR 1583.40 31.9 33.5 38.2
EUROPEAN SMALL CAP B EU EQ IRL 12/23 EUR 1706.25 32.7 34.3 39.0
EUROZONE AGG A EUR EU EQ IRL 12/23 EUR 760.51 16.0 16.5 25.3
EUROZONE AGG B EUR EU EQ IRL 12/23 EUR 1099.35 16.6 17.2 26.1
GLB REAL EST SEC A OT EQ IRL 12/23 USD 1026.57 14.5 15.6 25.3
GLB REAL EST SEC B OT EQ IRL 12/23 USD 1064.60 15.2 16.3 26.1
GLB REAL EST SEC EH A OT EQ IRL 12/23 EUR 897.20 11.5 12.4 20.8
GLB REAL EST SEC SH B OT EQ IRL 12/23 GBP 85.06 12.3 13.2 21.0
GLB STRAT YIELD A OT OT IRL 12/23 EUR 1815.00 12.9 13.2 27.6
GLB STRAT YIELD B OT OT IRL 12/23 EUR 1953.56 13.6 13.9 28.3
GLOBAL BOND A OT OT IRL 12/23 EUR 1289.77 16.7 16.5 15.2
GLOBAL BOND B OT OT IRL 12/23 EUR 1381.69 17.4 17.2 16.0
GLOBAL BOND EH A EU BD IRL 12/23 EUR 1483.56 7.9 8.0 11.8
GLOBAL BOND EH B EU BD IRL 12/23 EUR 1583.98 8.5 8.7 12.5
JAPAN EQUITY A JP EQ IRL 12/23 JPY 11385.77 -2.2 -1.9 5.7
JAPAN EQUITY B JP EQ IRL 12/23 JPY 12206.99 -1.6 -1.3 6.3
PAC BASIN (X JPN) A AS EQ IRL 12/23 USD 2618.21 14.5 18.8 45.0
PAC BASIN (X JPN) B AS EQ IRL 12/23 USD 2810.69 15.2 19.5 45.9
PAN EUROPEAN EQUITY A EU EQ IRL 12/23 EUR 1104.95 14.8 15.8 25.7
PAN EUROPEAN EQUITY B EU EQ IRL 12/23 EUR 1184.82 15.5 16.5 26.5
US EQUITY A US EQ IRL 12/23 USD 980.40 12.4 12.0 24.1
US EQUITY B US EQ IRL 12/23 USD 1055.86 13.0 12.6 24.8
US SMALL CAP EQUITY A US EQ IRL 12/23 USD 1601.96 24.3 23.0 30.0
US SMALL CAP EQUITY B US EQ IRL 12/23 USD 1726.35 25.0 23.8 30.8

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A EU BD LUX 12/23 EUR 32.02 8.0 9.0 6.2
Bonds Eur Corp A EU BD LUX 12/27 EUR 23.44 1.5 1.3 6.4
Bonds Eur Hi Yld A EU BD LUX 12/27 EUR 22.84 10.9 11.3 31.8
Bonds EURO A EU BD LUX 12/27 EUR 41.35 0.7 0.5 2.4
Bonds Europe A EU BD LUX 12/27 EUR 40.01 2.3 2.3 2.8
Bonds US MtgBkSec A US BD LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 12/27 USD 43.06 2.5 2.0 4.0
Eq. AsiaPac Dual Strategies A AS EQ LUX 12/27 USD 11.62 11.5 15.2 37.3
Eq. China A AS EQ LUX 12/23 USD 24.21 0.3 2.8 29.3
Eq. Concentrated Euroland A EU EQ LUX 09/30 EUR 86.45 -7.0 -5.2 -3.5
Eq. ConcentratedEuropeA EU EQ LUX 12/27 EUR 30.14 11.6 12.5 22.6
Eq. Emerging Europe A EU EQ LUX 12/27 EUR 30.31 28.7 31.4 47.6
Eq. Equities Global Energy OT EQ LUX 12/23 USD 19.04 5.0 5.1 18.9
Eq. Euroland A EU EQ LUX 12/23 EUR 11.20 3.4 4.0 11.9
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 12/23 EUR 175.20 24.1 25.3 35.3
Eq. EurolandCyclclsA OT EQ LUX 12/27 EUR 19.92 11.9 12.3 22.1

Eq. EurolandFinancialA OT EQ LUX 12/23 EUR 9.72 -14.1 -13.8 8.9
Eq. Glbl Emg Cty A GL EQ LUX 12/23 USD 9.49 -2.0 0.9 27.9
Eq. Global A GL EQ LUX 12/23 USD 31.02 11.4 11.6 23.7
Eq. Global Resources A GL EQ LUX 12/23 USD 130.13 19.2 19.6 41.2
Eq. Gold Mines A OT EQ LUX 12/23 USD 39.56 30.6 29.8 43.0
Eq. India A EA EQ LUX 12/27 USD 151.63 16.0 18.0 45.1
Eq. Japan CoreAlpha A JP EQ LUX 12/27 JPY 7629.09 5.2 5.3 15.6
Eq. Japan Sm Cap A JP EQ LUX 12/27 JPY 1065.10 -0.4 -0.4 9.0
Eq. Japan Target A JP EQ LUX 12/28 JPY 1634.11 -0.2 -0.7 3.8
Eq. Latin America A GL EQ LUX 12/23 USD 129.35 11.3 13.7 45.9
Eq. US ConcenCore A US EQ LUX 12/23 USD 25.87 14.5 14.4 28.0
Eq. US Focused A US EQ LUX 12/23 USD 17.86 12.6 11.8 20.9
Eq. US Lg Cap Gr A US EQ LUX 12/23 USD 17.40 14.0 13.8 28.8
Eq. US Mid Cap A US EQ LUX 12/23 USD 36.33 21.6 20.9 38.6
Eq. US Multi Strg A US EQ LUX 12/23 USD 24.60 15.6 15.1 27.0
Eq. US Rel Val A US EQ LUX 12/23 USD 23.51 14.1 13.6 26.1
Eq. US Sm Cap Val A US EQ LUX 12/23 USD 19.14 20.0 19.1 25.8
Money Market EURO A EU MM LUX 12/23 EUR 27.52 0.4 0.4 0.7
Money Market USD A US MM LUX 12/27 USD 15.88 0.3 0.3 0.4

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT EQ BMU 12/16 USD 820.95 -14.6 -11.6 -8.5
MENA Special Sits Fund OT OT BMU 11/30 USD 1119.32 3.7 4.6 7.4
MENA UCITS Fund OT OT IRL 12/16 USD 1082.18 NS NS NS
UAE Blue Chip Fund OT OT ARE 12/23 AED 5.05 -5.2 8.2 -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 12/24 JPY 9409.00 -0.5 -0.4 5.8
YMR-N Small Cap Fund JP EQ IRL 12/24 JPY 6766.00 -3.5 -3.1 4.8

n Yuki 77 Series
Yuki 77 General JP EQ IRL 12/24 JPY 5774.00 -6.1 -6.4 0.5

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 12/24 JPY 6716.00 -1.6 -2.0 5.5
Yuki Chugoku JpnLowP JP EQ IRL 12/24 JPY 7819.00 3.7 3.1 -0.7

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 12/24 JPY 4313.00 -7.7 -8.2 -1.2
Yuki Hokuyo Jpn Inc JP EQ IRL 12/24 JPY 5051.00 -3.8 -4.4 -1.2
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 12/24 JPY 4906.00 -3.9 -3.4 4.1

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III JP EQ IRL 12/24 JPY 4060.00 -8.1 -8.4 -0.9
Yuki Mizuho Jpn Dyn Gro JP EQ IRL 12/24 JPY 4362.00 -6.5 -6.4 0.0
Yuki Mizuho Jpn Exc 100 JP EQ IRL 12/24 JPY 6388.00 -8.4 -8.9 4.0
Yuki Mizuho Jpn Gen JP EQ IRL 12/24 JPY 8568.00 -0.6 -1.1 5.1
Yuki Mizuho Jpn Gro JP EQ IRL 12/24 JPY 6255.00 -1.6 -2.0 1.2
Yuki Mizuho Jpn Inc JP EQ IRL 12/24 JPY 7515.00 -1.6 -2.0 -1.5
Yuki Mizuho Jpn Lg Cap JP EQ IRL 12/24 JPY 4971.00 -4.2 -4.8 1.3
Yuki Mizuho Jpn LowP JP EQ IRL 12/24 JPY 11367.00 -1.7 -0.9 1.8
Yuki Mizuho Jpn PGth JP EQ IRL 12/24 JPY 7309.00 -8.2 -8.2 -0.7
Yuki Mizuho Jpn SmCp JP EQ IRL 12/24 JPY 6922.00 -3.0 -3.1 8.5
Yuki Mizuho Jpn Val Sel AS EQ IRL 12/24 JPY 5579.00 -1.2 -1.4 5.1
Yuki Mizuho Jpn YoungCo AS EQ IRL 12/24 JPY 2498.00 -8.4 -8.0 3.9

MARKETS

AIG obtains
credit lines
of $4.3 billion

American International Group
Inc. obtained $4.3 billion in new
credit lines from commercial banks
to replace its funding from the Fed-
eral Reserve Bank of New York.

The government-controlled in-
surer said it has established $3 bil-
lion in bank credit facilities, split
between a 364-day line and a three-
year facility. In addition, AIG’s prop-
erty and casualty insurance subsid-
iary, Chartis Inc., entered a one-
year, $1.3 billion letter of credit fa-
cility.

The new funding will be avail-
able once AIG pays down and termi-
nates its secured credit facility from
the New York Fed, which was estab-
lished when the government bailed
out the insurer in September 2008.

That should happen in the com-
ing weeks, when AIG and the gov-
ernment close on a recapitalization
agreement that will pave the way
for the Treasury Department to
start selling a 92% ownership in the
company in 2011.

AIG’s ability to obtain new unse-
cured credit lines from commercial
banks marks a milestone in the in-
surer’s complex restructuring.

There is still a long way to go
before AIG can regain independence.
The government’s stake is currently
worth roughly $70 billion, and ana-
lysts expect it will take at least a
year or two to sell off that much in
shares to private investors.

BY SERENA NG

FDIC dilemma: when
to shutter ailing bank

and ended up paying more for drill-
ing rigs and other services. This
time, they appear committed to not
making the same mistake.

Chevron, which announced a 29%
increase in spending earlier this
month, cited a desire to develop
several large, offshore projects in
Western Australia, the South China
Sea and the Gulf of Mexico, despite
a slowed regulatory-permitting pro-
cess in the U.S. after the April 20
explosion of the Deepwater Horizon
drilling rig. Some other large pro-
ducers have yet to disclose 2011
spending plans.

The gulf oil spill—from a well op-
erated by BP—hasn’t dented Chev-
ron’s belief it can drill deep-water
wells safely. “It doesn’t slow us
down because the demand is there
and we need to harness the re-
sources available to us,” said
spokesman Kurt Glaubitz.

Deep-water drilling is expected to
swallow an ever greater portion of
oil companies’ spending. A couple
years ago, as oil prices soared above
$100 a barrel, the industry was em-
boldened to order many new drilling
rigs capable of operating in thou-
sands of feet of water.

Twenty five new deep-water rigs
came out of shipyards this
year—and another 35 are expected
in 2011. A moratorium stopped
deep-water drilling in the Gulf of
Mexico for five months and new

Continued from page 19 drilling is still slow to get approved.
But activity in other parts of the
globe continues largely unabated.

Rio de Janeiro-based Petroleo
Brasiliero SA is expected to budget
$28.2 billion for capital costs—the
most of any company, according to
Barclays. The lion’s share is slated
for development of its recently dis-
covered deep water oil fields off
Brazil’s Atlantic coast.

Oil companies are emboldened by
the slowly rising crude prices. The
Organization for Petroleum Export-
ing Countries, meeting earlier this
month in Ecuador, showed no desire
to increase production, a move the
group would typically consider if it
felt that high oil prices could stymie
economic growth.

And a recent survey of oil compa-
nies indicated an increasing confi-
dence that prices in 2011 will be ro-
bust. Many analysts now expect
crude prices to move above $100 a
barrel early next year.

As the global appetite for energy
rises, led by Asian economies, the
increased spending for new supplies
is being seen as a good sign.

“Higher investment now will
mean lower prices than they would
otherwise be in the future,” said
Michael Levi, a senior fellow for en-
ergy and the environment at the
Council on Foreign Relations. “I am
more worried about low capital in-
vestment than high capital invest-
ment.”

Spending to rise 11%
in global energy hunt

“It is always difficult for regula-
tors to decide when to close a
bank,” says Thomas Vartanian, a
partner at law firm Dechert LLP and
general counsel of the Federal Home
Loan Bank Board during the Reagan
administration.

“Often, they are trying to strike a
balance between giving failing
banks every chance of survival by
allowing them time to pursue poten-
tial suitors, and seizing them too
late to minimize the cost to the
FDIC,” Mr. Vartanian said.

James Wigand, a longtime FDIC
official, says it is a “difficult judg-
ment to make,” though “for the
most, part history will judge that
the regulators got it right” during
the banking industry’s latest crisis.
On Dec. 31, Mr. Wigand will become
director of a new FDIC unit oversee-
ing systemically important financial
firms. The post was created as a re-
sult of the Dodd-Frank financial-
overhaul law.

Some of the banks classified by
regulators as well-capitalized at the
time of their failure were dragged
down by a parent company that col-
lapsed.

The Keefe, Bruyette & Woods
analysis includes failures from Feb-
ruary 2007 to July 2010. A total of
157 banks have been seized in 2010,
up from 140 in 2009.

Imperial Savings & Loan Associa-
tion, based in Martinsville, Va.,

Continued from page 19 failed in August, more than a year
after losses left the tiny thrift with
negative capital. The demise is ex-
pected to cost the FDIC’s insurance
fund $3.5 million.

William Cody Spencer founded
Imperial in July 1929, using $300 of
savings from fellow Baptist church
members, running the minority-
owned thrift from his home for 30
years. In 2008, the Office of Thrift
Supervision issued a formal warning
about Imperial’s deteriorating finan-
cial condition.

Daniel Thibeault, co-founder of a
student-loan business in Cambridge,
Mass., says he made “six or seven
submissions to the OTS” in an effort
to buy Imperial before it was seized,
offering to pour in $6 million in
capital immediately and an addi-
tional $6 million within 18 months.

“Short of popping the cham-
pagne, we were 98% close to getting
this deal,” he says, complaining he
“never got a straight answer” from
the OTS about why he was spurned.

In a statement, the OTS says the
“potential acquirers were unable to
demonstrate the viability of their
proposals by showing they pos-
sessed the expertise and the finan-
cial resources to operate a financial
institution.” The agency says it
made “an extraordinary effort over
several years by working aggres-
sively with multiple groups of po-
tential investors interested in ac-
quiring Imperial.”
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Maliki: U.S. troops to leave in 2011
BAGHDAD—Prime Minister Nouri

al-Maliki has ruled out the presence
of any U.S. troops in Iraq after the
end of 2011, saying his new govern-
ment and the country’s security
forces were capable of confronting
any remaining threats to Iraq’s se-
curity and sovereignty.

Mr. Maliki spoke with The Wall
Street Journal in a two-hour inter-
view, his first since Iraq ended nine
months of stalemate and seated a
new government after an inconclu-
sive election, allowing Mr. Maliki to
begin a second term as premier.

A majority of Iraqis—and some
Iraqi and U.S. officials—have as-
sumed the U.S. troop presence
would eventually be extended, espe-
cially after the long government
limbo. But Mr. Maliki was eager to
draw a line in his most definitive re-
marks on the subject. “The last
American soldier will leave Iraq as
agreed,” he said, speaking at his of-
fice in Baghdad’s protected Green
Zone. “This agreement is not sub-
ject to extension, not subject to al-
teration. It is sealed.”

He also said that even as Iraq
bids farewell to U.S. troops, he
wouldn’t allow his nation to be
pulled into alignment with Iran, de-
spite voices supporting such an alli-
ance within his government. “For
Iraq to be dragged into an axis or an
orbit, that’s impossible, and we re-
ject it whether this comes from Iran,
Turkey or the Arabs,” he said.

He added that a kind of “para-
noia” about a Tehran-Baghdad alli-
ance in the U.S. is matched by a fear
in Iran about U.S. influence. “An Ira-
nian official visited me in the past
and told me, ‘I thought the Ameri-
cans were standing at the door of
your office,’ ” he said.

In an interview in Washington,
Vice President Joe Biden also said
Iran had failed to buy influence dur-
ing the election or to co-opt Mr. Ma-
liki, who was among the members of
the current Iraqi government who
briefly took refuge in Iran during
the reign of Saddam Hussein.

Mr. Maliki’s new majority de-
pends partly on followers of anti-
American cleric Moqtada al-Sadr.
But Mr. Biden credited Mr. Maliki
for denying Mr. Sadr’s bloc any con-
trol of Iraqi security, while forming

a government with full buy-in from
Iraq’s main factions of Sunnis, Shi-
ites and Kurds.

U.S. military commanders still
accuse Iran of funding and training
Shiite militias, like Mr. Sadr’s Prom-
ised Day Brigades, which they say
are responsible for attacks against
U.S. forces and gangster-style assas-
sinations that continue to plague
Baghdad and other areas.

Mr. Maliki suggested his govern-
ment had co-opted militias like
those associated with Mr. Sadr. “The
militias are now part of the govern-
ment and have entered the political
process,” said Mr. Maliki. The Sadr
contingent, he added, “is moving in
a satisfactory direction of taking
part in the government, renouncing
violence and abandoning military
activity, and that’s why we welcome
it.”

Security is the new government’s
top priority, Mr. Maliki said, as in
his previous term. Sectarian vio-
lence and suicide bombings continue
to plague the country as the full
withdrawal of U.S. soldiers nears. A
resumption of more extreme vio-
lence, of course, could alter the
thinking in Baghdad and Washing-
ton about the U.S. timetable.

But Mr. Maliki said the only way
for any of the remaining 50,000 or so
American soldiers to stay beyond
2011 would be for the two nations to
negotiate—with the approval of
Iraq’s Parliament—a new Status of
Forces Agreement, or SOFA, similar
to the one concluded in 2008.

That deal took a year of pro-
tracted negotiations in the face of
opposition from many among Mr.
Maliki’s own Shiite constituency,
and no repeat is expected.

Mr. Maliki and U.S. officials have
largely refrained from raising the is-
sue publicly during the months of
political wrangling in Baghdad, as
Mr. Maliki negotiated with potential
coalition partners, many of whom
have adamantly opposed an ex-
tended U.S. stay.

A senior official in President Ba-
rack Obama’s administration said
Washington was “on track” to with-
draw all its remaining soldiers in
Iraq by the end of next year. That’s
the final milestone in the security
agreement, following the reduction
in American troop levels to below
50,000 in August and the pullout of
U.S. soldiers from most Iraqi inner
cities in June 2009. “The prime
minister is exactly right,” said the

senior official.
During the interview, Mr. Maliki

said he was heartened by America’s
“commitment” to honoring the
agreements it reached with Iraq,
and he laughed approvingly when
told that U.S. Ambassador James F.
Jeffrey keeps a frayed copy of the
so-called Strategic Framework
Agreement in his briefcase. That
document calls, in broad terms, for
long-term cooperation in security,
defense, economy, energy and cul-
ture, among other areas.

In a briefing for Western report-
ers last week, Mr. Jeffrey said that
despite the requirement to pull out
all American troops at the end of
2011, the framework document and
other agreements between Baghdad
and Washington contain “a very ro-
bust security agenda.”

The U.S. Embassy in Baghdad will
house a “significantly sized” office
aimed at security cooperation, Mr.
Jeffrey said, made up of about 80 to
90 military personnel that would
take over most of the current func-
tions of the U.S. military in advising,
training and equipping Iraqi forces.
That’s similar to arrangements with
other countries in the region, includ-
ing Egypt, Saudi Arabia and Turkey.

The embassy would also oversee a
major Iraqi police-training program.

Mr. Maliki played down Iraq’s
need for any major help from the
U.S. military, despite acknowledging
serious deficiencies in areas includ-
ing control of airspace and borders.
He said the days when ethnic or
sectarian-based militias roamed the
streets of Iraq and operated above
the law were over.

“Not a single militia or gang can
confront Iraqi forces and take over
a street or a house,” said Mr. Maliki.
“This is finished; we are comfort-
able about that.”

He said full withdrawal of U.S.
troops also will remove a prime mo-
tivator of insurgents—both the Shi-
ite fighters tied to militia groups
and Iran, and Sunnis linked to Mr.
Hussein’s ousted Baath party.

Mr. Maliki defended his horse
trading with rival factions, many of
which are seen as far apart on sev-
eral policy issues. He called the
post-election process—in which he
managed to prevail despite his own
party bloc failing to gain the most
votes—“very arduous.”

He acknowledged that he ex-
panded the number of cabinet seats
just to placate the squabbling par-
ties that he cobbled together into
his coalition, arguably the broadest
since the fall of Mr. Hussein.

“I mean seven to eight ministries
are, allow me to say, ministries for
appeasement purposes,” he said.

Mr. Maliki said he agreed to sev-
eral Kurdish demands, including a
referendum in contested northern
regions, though he didn’t think it
was feasible without a constitu-
tional amendment to accompany it.

The referendum was one of 19
demands made by Kurdish President
Masoud Barzani in exchange for a
power-sharing deal that ended the
gridlock that followed the March
elections. The resulting unity gov-
ernment headed by Mr. Maliki, a
Shiite, includes Kurds and a Sunni-
dominated bloc headed by the secu-
lar Shiite and former Prime Minister
Ayad Allawi.

Mr. Allawi, whose bloc won the
most seats in the election but
couldn’t form a majority, will chair
a new National Council for Higher
Policies, but won’t be able to imple-
ment policies without broad govern-
ment support.

BY SAM DAGHER

Iraq Prime Minister Nouri al-Maliki, pictured sitting, works in his office in the International Zone this month.
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Pakistan party pulls ministers from cabinet
ISLAMABAD—A key coalition

partner in Pakistan President Asif
Ali Zardari’s government said it will
pull its ministers from the country’s
federal cabinet, further weakening
an administration already facing an
economic meltdown and rising
threats from Taliban insurgents.

The resignations came as the In-
ternational Monetary Fund, which
has lent Pakistan $11 billion to stabi-
lize its economy, said it had agreed
to extend the term of the loan by
nine months through September to
give the country more time to get a
growing budget deficit under con-
trol.

A spokesman for the Muttahida
Qaumi Movement, the fourth-largest
party in the National Assembly, said
it hadn’t decided whether to quit
the government altogether and join
the opposition, meaning the coali-

tion government appears safe for
now. But the cabinet resignations
compound problems for Mr. Zar-
dari’s government, and are likely to
add to the political squabbling that
has distracted from policy-making
in the past year.

The situation also could compli-
cate U.S. efforts to help stabilize the
government as part of its efforts to
stamp out militant Islamic groups in
the region.

The U.S. is betting a stable Paki-
stan is more likely to cooperate in
the war against al Qaeda and Tali-
ban militants, who use the country’s
border areas with Afghanistan as a
safe haven from which to launch at-
tacks on U.S. troops. Washington is
pumping billions of dollars in mili-
tary and civilian aid into the admin-
istration of Mr. Zardari, whose term
runs through 2013.

The U.S. Embassy in Islamabad
declined to comment.

The Karachi-based MQM said

late Monday it would ask its two
cabinet ministers, whose portfolios
are ports and overseas Pakistanis, to
stand down. Mr. Zardari met with
senior MQM leaders in Karachi on
Tuesday in a bid to defuse the ten-
sions, which have escalated between
the parties due in part to the MQM’s
refusal to back the government’s
economic-reform agenda.

The government, backed by the
IMF, is trying to implement a gen-
eral sales tax and other overhauls to
boost revenue and trim a budget
deficit that finance officials say has
ballooned to 6% of gross domestic
product, above a 4% target.

The MQM—which represents
largely urban voters in Karachi, a
port city of 18 million and Pakistan’s
financial hub—contends the tax will
disproportionately hit its support-
ers.

The party has called for an agri-
cultural tax on large landholders,
who are currently exempt.

BY ZAHID HUSSAIN
AND TOM WRIGHT

Pakistan’s President Asif Ali Zardari at a meeting in Russia in August
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For information about listing your funds, please contact: Justin Jones tel: +44 0203 426 1167; email: justin.jones@dowjones.com

Data as shown is for information purposes only. No offer is being made by
Morningstar, Ltd. or this publication. Funds shown aren’t registered with the
U.S. Securities and Exchange Commission and aren’t available for sale to United
States citizens and/or residents except as noted. Prices are in local currencies.
All performance figures are calculated using the most recent prices available.
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n ALLIANCE BERNSTEIN
www.alliancebernstein.com/investments Tel. +800 2263 8637
Am Blend Portfolio A US EQ LUX 12/27 USD 11.36 9.5 8.8 20.0
Am Blend Portfolio I US EQ LUX 12/27 USD 13.47 10.2 9.5 20.9
Am Growth A US EQ LUX 12/27 USD 33.67 7.8 7.6 23.1
Am Growth B US EQ LUX 12/27 USD 28.03 6.7 6.5 21.9
Am Growth I US EQ LUX 12/27 USD 37.62 8.7 8.5 24.1
Am Income A OT OT LUX 12/27 USD 8.78 9.7 10.3 17.8
Am Income A2 OT OT LUX 12/27 USD 20.98 10.2 10.4 17.8
Am Income B OT OT LUX 12/27 USD 8.78 9.0 9.6 17.0
Am Income B2 OT OT LUX 12/27 USD 17.95 9.4 9.6 17.0
Am Income I OT OT LUX 12/27 USD 8.78 10.2 10.9 18.5
Emg Mkts Debt A GL BD LUX 12/27 USD 16.37 11.3 11.9 27.2

Emg Mkts Debt A2 GL BD LUX 12/27 USD 22.48 11.8 11.9 27.2
Emg Mkts Debt B GL BD LUX 12/27 USD 16.37 10.4 10.9 26.0
Emg Mkts Debt B2 GL BD LUX 12/27 USD 21.44 10.7 10.8 26.0
Emg Mkts Debt I GL BD LUX 12/27 USD 16.37 11.8 12.5 27.9
Emg Mkts Growth A GL EQ LUX 12/27 USD 38.77 11.9 13.4 41.2
Emg Mkts Growth B GL EQ LUX 12/27 USD 32.54 10.8 12.3 39.8
Emg Mkts Growth I GL EQ LUX 12/27 USD 43.32 12.8 14.3 42.3
Eur Income A OT OT LUX 12/27 EUR 6.81 8.7 9.1 23.6
Eur Income A2 OT OT LUX 12/27 EUR 14.05 9.2 9.0 23.6
Eur Income B OT OT LUX 12/27 EUR 6.81 8.0 8.4 22.8
Eur Income B2 OT OT LUX 12/27 EUR 12.98 8.4 8.3 22.7
Eur Income I OT OT LUX 12/27 EUR 6.81 9.2 9.7 24.2
Eur Strat Value A EU EQ LUX 12/27 EUR 9.09 6.6 7.6 17.2
Eur Strat Value I EU EQ LUX 12/27 EUR 9.38 7.3 8.4 18.1
Eur Value A EU EQ LUX 12/27 EUR 9.89 7.5 8.3 19.5
Eur Value B EU EQ LUX 12/27 EUR 9.01 6.5 7.3 18.4
Eur Value I EU EQ LUX 12/27 EUR 11.52 8.5 9.3 20.5
EuroZone Strat Val AX EU EQ LUX 12/27 EUR 7.94 12.9 14.1 21.9
EuroZone Strat Val BX EU EQ LUX 12/27 EUR 7.07 11.9 12.9 20.7
EuroZone Strat Val IX EU EQ LUX 12/27 EUR 8.73 13.8 15.0 23.0
Gl Balanced (Euro) A EU BA LUX 12/27 USD 16.26 NS NS NS
Gl Balanced (Euro) B EU BA LUX 12/27 USD 15.70 NS NS NS
Gl Balanced (Euro) C EU BA LUX 12/27 USD 16.09 NS NS NS
Gl Balanced (Euro) I EU BA LUX 12/27 USD 16.67 NS NS NS
Gl Balanced A US BA LUX 12/27 USD 17.43 5.8 5.5 16.0
Gl Balanced B US BA LUX 12/27 USD 16.41 4.7 4.5 14.9
Gl Balanced I US BA LUX 12/27 USD 18.21 6.6 6.3 16.9
Gl Bond A OT OT LUX 12/27 USD 9.47 6.3 6.4 9.7
Gl Bond A2 OT OT LUX 12/27 USD 17.06 6.6 6.4 9.7
Gl Bond B OT OT LUX 12/27 USD 9.47 5.3 5.4 8.7
Gl Bond B2 OT OT LUX 12/27 USD 14.79 5.5 5.3 8.6
Gl Bond I OT OT LUX 12/27 USD 9.47 6.8 6.9 10.3

Gl Conservative A US BA LUX 12/27 USD 15.32 5.1 4.9 11.3
Gl Conservative A2 US BA LUX 12/27 USD 17.79 5.1 4.9 11.3
Gl Conservative B US BA LUX 12/27 USD 15.31 4.0 3.8 10.2
Gl Conservative B2 US BA LUX 12/27 USD 16.74 4.0 3.9 10.2
Gl Conservative I US BA LUX 12/27 USD 15.40 5.7 5.6 12.1
Gl Eq Blend A GL EQ LUX 12/27 USD 12.21 4.7 4.4 19.4
Gl Eq Blend B GL EQ LUX 12/27 USD 11.34 3.6 3.4 18.2
Gl Eq Blend I GL EQ LUX 12/27 USD 12.98 5.5 5.3 20.3
Gl Growth A GL EQ LUX 12/27 USD 44.57 6.3 6.1 19.8
Gl Growth B GL EQ LUX 12/27 USD 36.84 5.3 5.1 18.6
Gl Growth I GL EQ LUX 12/27 USD 49.89 7.2 7.0 20.7
Gl High Yield A OT OT LUX 12/27 USD 4.62 14.4 15.7 36.9
Gl High Yield A2 OT OT LUX 12/27 USD 10.66 15.1 15.7 36.8
Gl High Yield B OT OT LUX 12/27 USD 4.62 13.4 14.6 35.3
Gl High Yield B2 OT OT LUX 12/27 USD 16.98 14.1 14.7 35.5
Gl High Yield I OT OT LUX 12/27 USD 4.62 15.0 16.4 37.8
Gl Thematic Res A GL EQ LUX 12/27 USD 17.25 17.1 16.6 43.6
Gl Thematic Res B GL EQ LUX 12/27 USD 14.94 15.9 15.5 42.1
Gl Thematic Res I GL EQ LUX 12/27 USD 19.38 18.0 17.5 44.7
Gl Value A GL EQ LUX 12/27 USD 11.52 3.4 3.1 19.3
Gl Value B GL EQ LUX 12/27 USD 10.48 2.3 2.1 18.1
Gl Value I GL EQ LUX 12/27 USD 12.36 4.3 4.0 20.2
India Growth A EA EQ LUX 12/27 USD 147.70 16.4 17.0 NS
India Growth AX EA EQ LUX 12/27 USD 129.48 16.7 17.3 44.9
India Growth B EA EQ LUX 12/27 USD 153.21 15.2 15.8 NS
India Growth BX EA EQ LUX 12/27 USD 109.59 15.6 16.2 43.5
India Growth I EA EQ LUX 12/27 USD 134.85 17.3 17.9 45.6
Int'l Health Care A OT EQ LUX 12/27 USD 137.79 0.2 -0.2 9.7
Int'l Health Care B OT EQ LUX 12/27 USD 115.08 -0.8 -1.2 8.6
Int'l Health Care I OT EQ LUX 12/27 USD 151.74 1.0 0.6 10.6
Int'l Technology A OT EQ LUX 12/27 USD 130.52 18.3 17.7 35.6

Int'l Technology B OT EQ LUX 12/27 USD 111.98 17.1 16.5 34.2
Int'l Technology I OT EQ LUX 12/27 USD 147.50 19.2 18.6 36.7
Japan Blend A JP EQ LUX 12/27 JPY 6021.00 0.0 -0.7 9.3
Japan Growth A JP EQ LUX 12/27 JPY 5672.00 -3.4 -4.0 3.6
Japan Growth I JP EQ LUX 12/27 JPY 5883.00 -2.7 -3.2 4.5
Japan Strat Value A JP EQ LUX 12/27 JPY 6369.00 4.1 3.4 15.3
Japan Strat Value I JP EQ LUX 12/27 JPY 6590.00 4.9 4.2 16.3
Real Estate Sec. A OT EQ LUX 12/27 USD 16.51 15.1 14.8 26.5
Real Estate Sec. B OT EQ LUX 12/27 USD 14.93 13.8 13.6 25.2
Real Estate Sec. I OT EQ LUX 12/27 USD 17.88 16.0 15.7 27.5
Short Mat Dollar A US BD LUX 12/27 USD 7.43 4.7 5.2 8.5
Short Mat Dollar A2 US BD LUX 12/27 USD 10.27 4.9 5.1 8.5
Short Mat Dollar B US BD LUX 12/27 USD 7.43 4.3 4.7 8.1
Short Mat Dollar B2 US BD LUX 12/27 USD 10.17 4.4 4.5 7.9
Short Mat Dollar I US BD LUX 12/27 USD 7.43 5.2 5.7 9.1
US Thematic Portfolio A EUR H US EQ LUX 12/27 EUR 18.77 NS NS NS
US Thematic Portfolio B EUR H US EQ LUX 12/27 EUR 18.69 NS NS NS
US Thematic Portfolio C EUR H US EQ LUX 12/27 EUR 18.73 NS NS NS
US Thematic Portfolio I EUR H US EQ LUX 12/27 EUR 18.84 NS NS NS
US Thematic Research A US EQ LUX 12/27 USD 10.45 22.5 21.2 23.4
US Thematic Research B US EQ LUX 12/27 USD 9.52 21.3 19.9 22.2
US Thematic Research I US EQ LUX 12/27 USD 11.33 23.4 22.1 24.4

n BANC INTERNACIONAL D'ANDORRA. BANCA MORA.
Avgd. Meritxell 96, Andorra la Vella. Andorra. Ph. +376.884884 www.bibm.ad

FUND SCORECARD
Global Non-Trend
Funds that have a non-trend following strategy or fundamental, macro-view strategies. Invest across all
asset classes and markets (global macro, counter-trend, etc.). Ranked on % total return (dividends
reinvested) in U.S. dollars for one year ending December 28, 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 Equity Index Stratford Capital USDUSA 70.88 76.34 14.09 NS
Program Management, Inc.

2 Friedberg Friedberg CADCAN 60.45 62.53 NS NS
Currency Mercantile Group Ltd

4 BOND&FX Fund BEAM Bayesian USDUSA 32.98 36.12 16.19 7.47
Efficient Asset Manat, LLC

3 Telluride Telluride Asset USDUSA 25.50 33.41 18.54 3.89
Capital Fund LLC Management LLC

5 Friedberg Friedberg USDCYM 30.79 32.29 24.21 19.67
Global Macro Hedge Fund Ltd Mercantile Group Ltd

5 LJM LJM Partners Ltd USDUSA 22.50 30.29 11.97 NS
Preservation and Growth Fund LP

NS GCM Global Gables Capital USDUSA 21.41 29.28 NS NS
FX Management, Inc

2 Prim’ Kappa Prim' Finance EURFRA 27.25 28.76 14.98 NS
Agri

3 CWB Managed Tricycle Capital CADCAN 14.04 26.39 12.77 3.24
Futures Notes Series N-9 Corporation

NS Optimum Newport Private USDUSA 18.14 25.17 7.83 NS
Income Program Capital, LLC

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 101.65 0.6 0.7 0.1
D'Auriol Opp F3 EUR OT OT CYM 10/29 EUR 966.94 -2.2 -2.7 -3.3

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 11/30 EUR 91.75 0.3 0.6 8.7
Special Opp Inst EUR OT OT CYM 11/30 EUR 87.21 0.9 1.3 9.4
Special Opp Inst USD OT OT CYM 11/30 USD 99.25 1.1 1.5 9.7
Special Opp USD OT OT CYM 11/30 USD 96.57 0.4 0.7 9.0

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 11/30 CHF 113.60 3.1 3.7 6.4
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 11/30 GBP 136.36 3.8 4.5 7.3
GH Fund Inst USD OT OT GGY 11/30 USD 115.87 4.3 4.9 7.7
GH FUND S EUR OT OT CYM 11/30 EUR 133.55 5.0 5.7 8.5
GH FUND S GBP OT OT GGY 11/30 GBP 138.87 5.4 6.1 8.4
GH Fund S USD OT OT CYM 11/30 USD 156.57 4.9 5.5 8.7
GH Fund USD OT OT GGY 11/30 USD 281.79 3.5 4.1 7.2
Hedge Investments OT OT JEY 08/31 USD 139.81 NS 4.8 7.9
Leverage GH USD OT OT GGY 11/30 USD 125.01 5.0 6.1 12.2
MultiAdv Arb CHF Hdg OT OT JEY 11/30 CHF 96.14 1.9 2.4 6.4
MultiAdv Arb EUR Hdg OT OT JEY 11/30 EUR 105.19 2.4 3.0 7.3
MultiAdv Arb GBP Hdg OT OT JEY 11/30 GBP 113.50 2.5 3.1 7.5
MultiAdv Arb S EUR OT OT CYM 11/30 EUR 113.86 3.7 4.3 8.8
MultiAdv Arb S GBP OT OT CYM 11/30 GBP 119.37 3.9 4.5 8.8
MultiAdv Arb S USD OT OT CYM 11/30 USD 129.98 3.5 4.1 8.9
MultiAdv Arb USD OT OT JEY 11/30 USD 198.02 2.3 2.8 7.6

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 12/17 EUR 101.36 2.1 2.6 6.9
Asian AdvantEdge OT OT JEY 12/17 USD 186.50 2.1 2.6 7.2
Emerg AdvantEdge OT OT JEY 12/17 USD 169.10 1.0 1.7 9.8
Emerg AdvantEdge EUR OT OT JEY 12/17 EUR 93.74 0.6 1.3 9.4
Europ AdvantEdge EUR OT OT JEY 12/17 EUR 132.20 -0.4 -1.8 6.8
Europ AdvantEdge USD OT OT JEY 12/17 USD 140.11 -0.7 -2.1 6.8
Real AdvantEdge EUR OT OT JEY 12/17 EUR 111.01 2.6 2.3 NS
Real AdvantEdge USD OT OT JEY 12/17 USD 111.68 3.1 2.8 NS
Trading Adv JPY OT OT GGY 07/30 JPY 9414.60 2.1 -1.0 NS
Trading AdvantEdge OT OT GGY 12/17 USD 149.79 6.8 5.6 -0.7
Trading AdvantEdge EUR OT OT GGY 12/17 EUR 135.04 6.0 4.7 -1.1
Trading AdvantEdge GBP OT OT GGY 12/17 GBP 144.06 7.0 5.8 -0.6

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 12/17 USD 428.62 16.2 24.7 47.4
Antanta MidCap Fund EE EQ AND 12/10 USD 856.57 20.7 31.3 69.4
Meriden Opps Fund GL OT AND 12/15 EUR 44.24 -26.3 -28.0 -29.3
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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FUND NAME GF DATE CR NAV 1-WK 1-MO 1-Q 1-YR 2-YR

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

Copper climbs to new record,
but stocks lack clear direction

European stock markets strug-
gled to find direction in a thin ses-
sion.

But copper prices found strength
in a robust U.S. regional manufac-
turing survey to close at a record in
New York, while gold topped $1,400
a troy ounce again.

The dollar, meanwhile, fell to a
record low against the Swiss franc.

The Stoxx Europe 600 index
added 0.2% for its 13th gain in 17
sessions, closing at 279.79. But
France’s CAC 40 eased 0.1% for its
fifth straight loss to 3858.72, while
Germany’s DAX was fractionally
higher at 6972.10, as most European
markets traded for the first time
since Friday. The U.K. market re-
mained closed for an extended
Christmas break.

“These are the ‘dog days’ be-
tween Christmas and New Year…not
too much can be gleaned from pain-
fully thin markets as movements are
exaggerated either higher or
lower,” said Stephen Pope, manag-
ing director at Spotlight Ideas.

Trading was light in the U.S. as
well, where the Dow Jones Indus-
trial Averaged ended up 20.51
points, or 0.2%, at 11575.54.

Copper futures have set a string
of records this month, capping a six-
month rally sparked by recovering
industrial demand and tightening
supply. Even Saturday’s increase in

interest rates in China, the second
in just over two months, hasn’t
cooled the market.

Tuesday, the most actively
traded contract, for March delivery,
gained 1.1%, or 4.8 cents, to settle at
a record $4.3280 a pound on the
Comex division of the New York
Mercantile Exchange. The thinly
traded December delivery contract
rose 1.2%, or 4.9 cents, to settle at
$4.3240.

Prices were boosted by a report
from the Federal Reserve Bank of
Richmond, which said its manufac-
turing general-business index
jumped to 25 in December from 9 in
November and from 5 in October.
Numbers above zero indicate ex-
panding activity.

The Richmond Fed survey fol-
lowed reports from Fed banks of
New York, Philadelphia and Dallas
that showed growing factory activ-
ity in those regions in December.

“The data continue to surprise to
the upside. Manufacturing has
shown a great deal of improvement,
jobs and housing continue to lag,

but everything else has turned,”
said Matt Zeman, head of trading at
LaSalle Futures Group.

Among other metals, the most
actively traded gold contract, for
February delivery, gained 1.6%, or
$22.70, to settle at $1,405.60 a troy
ounce on the Comex. The thinly
traded December delivery contract
rose 1.7%, or $22.80, at $1,405.20.

The Swiss franc again showed it-
self to be the new safe-harbor cur-
rency of choice. The dollar hit a re-
cord low of 0.9435 franc during the
European day, before recovering to
0.9522 franc in afternoon trading in
New York. The euro fell to 1.2486
francs, half a centime from a record
low it reached last week. Euro sell-
ing against the yen helped push the
single currency lower against the
dollar to $1.3113, from $1.3158 late
Monday in New York.

The U.K. pound fell to $1.5360,
its lowest level against the dollar
since mid-September, and down
from $1.5412 late Monday.

Treasurys sank on the lukewarm
reception for a $35 billion sale in
five-year notes, raising concerns
about interest in Wednesday’s sale
of seven-year debt. The five-year
notes were sold at a yield of 2.149%,
well above the 2.103% yield traded
just before the auction.

Bill Gross, co-chief investment
officer at Allianz SE’s Pacific Invest-
ment Management Co., or Pimco,
termed the auction a “stinker” in an

interview with CNBC.
The five-year yield ended at

2.148%, and the benchmark 10-year
note tumbled a full point to yield
3.479%.

Among major market movers:
Alcatel-Lucent added 1.9% on relief
after the Paris-based telecommuni-
cations company on Monday settled
a bribery case with U.S. regulators.

The Securities and Exchange Com-
mission said Alcatel will pay $137
million to settle U.S. charges that it
paid bribes to win business in Latin
America and Asia.

Auto stocks fell for a second day
on fears that the Chinese rate hike
might bite into demand. BMW de-
clined 1.6% and Volkswagen fell
0.6% in Frankfurt.

BY BARBARA KOLLMEYER

Pimco’s Bill Gross called
the sale of $35 billion
in five-year Treasury notes
a ‘stinker.’




