
VO L . X X V I I I N O. 1 6 Monday, February 22, 2010
EUROPE

DJIA 10402.35 À 0.09% Nasdaq 2243.87 À 0.10% DJ Stoxx 250.30 À 0.46% FTSE 100 5358.17 À 0.62% DAX 5722.05 À 0.73% CAC 40 3769.54 À 0.58% Euro 1.3513 g 0.82% Pound 1.5414 g 1.47%

europe.WSJ.com

Anticipating the long road
to an alternative-energy future
JOURNAL REPORT: ENERGY R1-7

Tracing the Chinese roots
to global computer hacking
THE BIG READ 14-15

Ba
hr

ain
BD

1.5
0

-E
gy

pt
$1

.75
(C

/V
)

Jo
rd

an
JD

2
-K

uw
ait

KD
1

-O
m

an
OR

2
Qa

ta
rQ

R1
4

-S
au

di
Ar

ab
ia

SR
14

£1
.50

The Quirk

The awkward Olympic
moments of ice-dancing the
tango with a sibling Page 29

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

Editorial
& Opinion

The Dutch Social Democrats
see “no good reason” to stay
in Afghanistan. Page 11

Tories unveil bank-share plan
LONDON—The U.K.’s oppo-

sition Conservative Party
would, if voted into power, of-
fer discounts on shares to all
U.K. taxpayers when it sells
the government stakes in
leading U.K. banks, the party’s
economic spokesman said
Sunday.

George Osborne also said
special discounts would be
available to lower-income and
younger taxpayers to encour-
age them to participate.

“Taxpayers bailed out the
banks so they deserve a peo-
ple’s bank bonus when the
time comes to sell the govern-
ment shares,” Mr. Osborne
said. “This is a golden oppor-
tunity to start building a sav-
ings society so that more peo-
ple have a stake in the future
of the economy.”

In comments to the Sunday

Times, confirmed by his
spokeswoman, Mr. Osborne
said the Conservatives “will
look at special offers, dis-
counted share sales and the
like” for younger people and
those on low incomes.

The Conservatives, led by
David Cameron, are the cur-
rent favorites to win an elec-
tion that must be held by June
3, although their poll lead has
slipped.

The U.K. government in-
vested some £43 billion ($66.5
billion) in the Royal Bank of
Scotland and Lloyds Banking
Group at the height of the fi-
nancial crisis, and the govern-
ment capital injection has
since risen to around £70 bil-
lion.

Taxpayers now own about
84% of RBS shares and some
43% of Lloyds.

The stakes are being man-
aged by U.K. Financial In-

vestment Ltd., which has said
it could take a number of
years to divest them.

Offering a discount to Brit-
ish privatization initial public
offerings follows a tradition
stretching back to the floata-
tion of state assets in the
1980s, when Prime Minister
Margaret Thatcher wanted to
encourage retail-share owner-
ship of former state utilities .

ritics say the plan raises
doubts about whether the tax-
payer will get the best price.

Liam Byrne, chief secretary
to the Treasury, attacked the
Conservative plan as a “gim-
mick.”

A spokeswoman for Mr.
Osborne responded that the
Conservatives would only sell
the bank stakes at a profit to
the taxpayer.

BY LAURENCE NORMAN

Firefighters and volunteers worked Sunday to free a trapped car that was carried by floodwaters outside Funchal, the capital of
Madeira Island. Heavy rain caused flash floods across the island Saturday. Local government officials have confirmed at least 32 dead.
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Rescue workers face the aftermath of Portuguese flooding Acquisition
to reshape
oil services

Schlumberger Ltd. plans
to acquire Smith Interna-
tional Inc. for about $11 bil-
lion in an all-stock deal that
would be the largest acquisi-
tion in the U.S. so far this
year and broaden Schlum-
berger’s lead as the world’s
biggest oilfield-services firm.

The deal, which the com-
panies announced Sunday, is
expected to cement Schlum-
berger’s position atop the oil-
-services industry, which
helps oil producers locate and
drill for oil deposits. After the
deal Schlumberger would have
revenue double that of its
nearest rival, Halliburton Co.,
although most analysts expect
Schlumberger to sell some as-
sets for antitrust or other rea-
sons. Schlumberger is already
the sector’s biggest company
by revenue and market value.

Under the deal, Smith
shareholders would receive
0.6966 Schlumberger share
for each Smith share they
own—a 37.5% premium over
Smith’s share price on Thurs-
day, when news of the deal

was first reported. Schlum-
berger also would assume
Smith’s $1.2 billion debt load.

The deal, which is still
subject to shareholder ap-
proval, is expected to close in
the second half of this year.
Smith shareholders would
own about 12.8% of the com-
bined company.

The $11 billion price tag,
which values Smith at $44.51
a share based on Friday’s
close, was higher than most
analysts expected. Dan Picker-
ing, an analyst for energy-fo-
cused investment bank Tudor
Pickering Holt & Co., said
some Schlumberger share-
holders might have preferred
a cash-and-stock deal to an
all-stock deal. But he said the
deal makes sense for Schlum-
berger, which will now be able
to package Smith’s products
with its own services to win
more business.

“The deal makes sense op-
erationally,” Mr. Pickering
said. “It’s a bit more than I
would have expected from a
price perspective.”

Markets had a mixed reac-
tion to news of a possible deal

Please turn to page 19

BY BEN CASSELMAN
AND JEFFREY MCCRACKEN

� RBS’s CEO will turn down a
2009 bonus ....................................5

More energy.
Fewer emissions.
With technology,
we can do both.
Learn how we’re addressing
the global energy challenge at
exxonmobil.com

32 THE WALL STREET JOURNAL. Monday, February 22, 2010

HEARD ON THE STREET
Email: heard@wsj.com FINANCIAL ANALYSIS & COMMENTARY WSJ.com/Heard

Hard work sorting through U.S. banks
Now what?
Nearly a year ago, U.S. bank

stocks began an unbelievable up-
swing that has almost doubled the
KBW Bank Index. Now, with balance
sheets stronger and the economy
back from the brink, some expect
further big gains. In particular, ana-
lysts are forecasting what earnings
could be after most bad-loan costs
have been taken—and then arguing
that banks look cheap based on
those projected profits.

For instance, Goldman Sachs esti-
mates the Big Three, J.P. Morgan
Chase, Bank of America and Wells
Fargo, trade between 6.2 and 6.6
times “normalized” earnings, which
could kick in around 2012. If these
earnings start looking achievable,
multiples might rise to, say, nine
times—a move that could lift the
shares as much as 50%.

But investors are going to have a
hard time working out which lenders
this trade could work for, since
banks face a raft of challenges.

First, 2009’s strength might have

been more exceptional than analysts
believe. The government is with-
drawing key housing-support pro-
grams. As a result, mortgage-bank-
ing income—which topped $12
billion at Wells last year versus $2.5
billion in 2008—could disappoint.
Easy bond-trading profits are likely
over. And, with the Federal Reserve

unwinding emergency credit sup-
port, banks will become more cau-
tious in how they fund themselves,
potentially pushing up the rates at
which they lend.

Not only is the U.S. government
cutting back its assistance to banks,
it has also introduced restrictions
on credit cards and overdraft fees
that could materially hurt revenue.

A true bank recovery also re-
quires loan growth—and most lend-
ers are still shrinking their loan
books. J.P. Morgan’s fell 15% last
year, for instance. It is hard to spot
an area with good growth prospects.
Most residential mortgages are sold
to the government, home-equity
loans are risky in a fragile housing
market, commercial real estate is in
the dumps, credit cards are hyper-
competitive, and big companies can
skip bank loans in favor of bond
markets. That leaves small- to medi-
um-size companies, many of whom
aren’t looking to take on a lot of
new loans.

Since no bank is exempt from

these headwinds, investors should
look for those with unique strengths.
For instance, Wells’s superior return
on assets over the past two
years—0.71%, compared with 0.4%
for J.P. Morgan and 0.24% for
BofA—suggests it would outperform
if 2010 turns out to be tough.

Another way to make money is
spotting those that may have excess

capital and can buy back stock to
boost per-share earnings. J.P. Mor-
gan might qualify. Its 8.8% Tier 1
common capital ratio is already high
compared with peers. And earnings
could take that ratio up to 9.5% this
year. Let the hard work begin.

—Peter Eavis

Europeans risk overstress on credit-default swaps

Private equity
under pressure
in Europe

When has the European financial
system been under the greatest
strain? Surprisingly, last week, ac-
cording to prices in the credit-deriv-
atives market.

Greece’s debt problems have
pushed a widely watched indica-
tor—the relative cost of insuring
European financial debt against
broader corporate credits—to a re-
cord.

Through the crisis, the difference
between prices for the Markit
iTraxx Europe index of 125 blue-chip
companies and the Markit iTraxx
Senior Financials index of 25 banks
and insurers has been a barometer
of financial stress. Last week, the

gap hit a record 0.14 percentage
point, wider than after Lehman
Brothers’ collapse.

Developments in Greece have
raised questions about the ability of
sovereigns to provide further assis-
tance to banks if required, and
fears the banking system may be the
conduit for sovereign problems to
rebound back onto the economy.

Even strong banks, such as BNP
Paribas, which is regarded as a win-
ner from the crisis, have seen their
credit-default swaps widen sharply.
The 0.4-percentage-point rise in
BNP’s CDS since early January looks
linked to the 0.3-point rise in
France’s CDS.

This disparity is beginning to
look overdone. If sovereign concerns
subside, the gap between the two
indexes should shrink. There are
some signs of this already, after
Spain’s sale of a 15-year government
bond last week that helped ease jan-
gled nerves.

A return to 2005 levels, when fi-
nancials were seen as much safer
and default insurance was 0.2 per-
centage point cheaper than on non-
financials, seems unlikely.

But even last autumn, financial
CDS were about 0.10 percentage
point tighter than corporates. That
gives investors a lot to play for.

—Richard Barley

These are anxious times for Eu-
rope’s private-equity groups. The
buyout industry was banking on a
revived IPO market and a thaw in
credit conditions to stage a come-
back this year. Yet six weeks into
2010, the industry is struggling with
its bread-and-butter business: buy-
ing and selling companies.

Unless the outlook improves
soon, groups will find it hard to
raise fresh funds from investors still
fretting about how bad the returns
will be from money invested in the
asset class during the bubble.

The stock market seems wary of
private-equity-owned companies.
Three planned listings of private-eq-
uity investments were pulled in
mid-February. Meanwhile, success-
ful exits, such as the €275 million
($374.4 million) French listing of
nursing-home group Medica, have
been achieved only with discounts.

Private-equity firms are also
struggling to put funds to work.
Last year, European buyout groups
were sitting on $165 billion of unin-
vested cash, according to consul-
tancy Preqin. Investment decisions
can be delayed, but not indefinitely.
BC Partners is looking to raise an-
other fund this year, but this is diffi-
cult while its current vehicle is only
75% invested. Some private-equity
groups may close funds early with
lower commitments, as U.K. group
Candover agreed to do in January.

Some believe the industry faces
an even more serious threat. Part-
ners Group believes a major shake-
out of the industry is ahead, and
forecasts that up to one-third of
buyout managers face eventual dis-
solution. After almost three barren
years, private-equity groups are
running out of time to justify con-
tinuing faith from investors.

—Hester Plumridge

Source: WSJ Market Data Group
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Since no bank is exempt
from headwinds, investors
should look for those with
unique strengths.
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More and more countries will join
the tragicomedy of Greece’s woes

The still-
unfolding tale of
Greece’s fiscal
woes has all the
ingredients of both
farce and tragedy,

and is being played out on a world
stage. The country’s leader, an
economist from a family of
economists, is attacking his
possible benefactors for wanting
some indication that any funds
they make available will not
disappear down the sinkhole of
Greece’s public sector. Biting the
hand that is about to feed to you,
rather than first taking the food,
takes ingratitude to a new level.
Farce.

The most important potential
benefactor, Germany, induced its
citizens to surrender their stable
deutschemark for the new euro by
promising they would never have
to fund the profligacy of their
fellow euro-zone members. Voters
say they will hold German
Chancellor Angela Merkel to her
predecessors’ promises. Any
inclination she might have to fund
a bailout is reduced by Greek
reluctance to accept outside (read,
German) supervision of its future
budgets. Having once been
occupied by Germans, the Greeks
are unhappy seeing Ms. Merkel’s
tanks on their lawn—symbolic
tanks only, of course. History
matters. Tragedy.

Meanwhile, it turns out that
Greece, aided and abetted by
Goldman Sachs and others, has
sold several future revenue
streams for current cash, and
parked the liabilities far from the
national balance sheet, while
denying to European Union
officials that it was engaged in
any such process. Even the
revenue stream from the sale of
admission tickets to the

Parthenon was on the block, but
headlines of “Greece sells
Parthenon” were too horrible for
the nation’s politicians to
contemplate. Farce.

There’s more, but it is
important to resist the temptation
to focus solely on Greece or the
problems it creates for inventors
and fans of the single currency. It

is the wider implications of this
play that are important.

The first is that all sovereign
balance sheets are in play. I don’t
know whether an overlooked
volume, “Debt Defaults and
Lessons from a Decade of Crises,”
by Federico Sturzenegger and
Jeromin Zettelmeyer (from the
Universidad Torcuato di Tella in
Buenos Aires and the
International Monetary Fund,
respectively), has leapt to the top
of the best-seller lists or not, but
guess it hasn’t. Too bad.

These economists point out,
“All lending booms so far have
ended in busts in which some of
the beneficiaries of the preceding
debt inflows defaulted or
rescheduled their debts.” The
good news is that no western
European country has defaulted
since the period between the two
World Wars. If history has a
tendency to repeat itself, the bad
news might be that “The first
recorded default goes back at
least to the fourth century B.C.,
when ten out of thirteen Greek
municipalities … defaulted on
loans from the Delos Temple…”

Spain’s balance sheet is one of
those receiving closer scrutiny
since the, er, peculiarities of Greek
accounting were revealed. With
reason. German banks are holding
some $240 billion of Spanish
paper, five times their exposure to
Greece, and the largest exposure
to Spanish debt by any country
other than the U.K., according to
the Bank of International
Settlements.

French banks also have a
greater exposure to Spanish debt
than to Greek IOUs—almost $200
million owed by Spain compared
to $75 million owed to French
banks by Greece. Of course, the

risk of a default or some other
restructuring disadvantageous to
the banks is at the moment
greater in the case of Greece than
of Spain. And likely to remain so.

For one thing, Spain’s debt-to-
GDP ratio is only 54%, whereas
Greece’s is well above 100%. Since
studies show that debt becomes a
significant drag on growth in
developed countries only when it
reaches something like 90%, any
economic recovery in Spain is
likely to be more robust than a
snap-back in Greece.

Not that the Spanish economy
is a model of good performance. It
has shrunk for seven straight
months, the jobless rate is around
20%, the fiscal deficit is in double
digits, and Standard & Poor’s has
lowered its ratings outlook to
negative. But S&P apparently
retains sufficient faith in Spain’s
planned austerity program to rate
its debt double-A-plus, while Fitch
and Moody’s retain their triple-A
ratings. Probably because of
Spain’s good history of fiscal
management, perhaps because
consumer spending recovered in
the fourth quarter of last year,
perhaps because the government
is predicting that durable growth
will return this year, investors are
demanding less than a one-
percentage-point premium over
rock-solid German government
bonds, compared with more than
triple that for Greek paper.

The ripple effects of the Greek
tragedy extend beyond Europe’s
banks. The high yields on Greek
and other sovereign-debt bonds
are attracting investors who
otherwise stock their portfolios
with corporate bonds or those of
countries such as Brazil, forcing
yields on those bonds up—a sort
of “crowding out” of those issues.
Globalization matters when
money respects no borders.

—Irwin Stelzer is a business
adviser and director of economic-

policy studies at the Hudson
Institute.

Columns on the island of Delos, site of the first known sovereign default
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Iain Martin on Politics
blogs.wsj.com/iainmartin

“If Labour had any
Blairite future, it was
embodied in the now
defunct leadership
hopes of Purnell.”
Iain Martin on the decision by Labour
MP Purnell not to seek re-election

Continuing coverage

Get complete coverage of
the Vancouver Olympics,
including video analysis,
at wsj.com/olympics

Question of the day

Vote and discuss: Will
Tiger Woods’s public
apology help his image?
Vote online at wsj.com/dailyquestion

Previous results

Q: When will Tiger Woods
return to pro golf?
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April

Later than that

March
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Inside

Google Buzz social-
networking tool still
falls a bit flat. 27

A wobbly Tiger Woods
promises to mend his
ways. 28

n The Dutch government’s
collapse presages a likely
withdrawal of the country’s
1,940 troops in Afghanistan,
in a blow to the NATO alli-
ance. It could also mean elec-
tions by June in the Nether-
lands, which is undergoing
one of its most turbulent po-
litical crises in memory. 4

n Mergers and acquisitions
and stock-market listings
from companies in emerging
markets have staged a strong
start to the year. 23

n Robert Hanson is set to
start a China-focused fund, in
a return to deal making for
the son of the late U.K. indus-
trialist Lord Hanson. 21

n EMI is exploring the pos-
sibility of joining with a third
party to retain and revitalize
Abbey Road Studios. 21

n Ukraine’s President-elect
Yanukovych is set to visit
Moscow in early March, the
Kremlin said, after Tymosh-
enko dropped a legal battle
to block his inauguration. 4

[ Agenda ]

BY IRWIN STELZER

ONLINE TODAY

Any economic recovery in
Spain is likely to be more
robust than a snap-back in
Greece.
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Autos

n General Motors Chief Executive
Ed Whitacre will receive a pay
package valued at $9 million to
help turn around the government-
owned auto maker, according to a
regulatory filing. Whitacre will re-
ceive a $1.7 million base salary
this year. The rest of his compen-
sation is composed of $5.3 million
in stock available to him begin-
ning in 2012 and restricted stock
units valued at $2 million.

n Toyota officials will testify in
front of the U.S. Congress this
week, with lawmakers planning to
dig into why the world’s largest
car maker didn’t respond sooner
to its safety problems, and
whether pushback from the com-
pany’s corporate chiefs in Japan
contributed to any delays.

i i i

Aviation

n British Airways’ cabin crew
lost a legal battle to overturn
changes to pay and working con-
ditions at the U.K. airline. The
High Court also denied an injunc-
tion bid by staff against BA im-
posing cost-cutting plans set out
in November that freeze cabin-
crew pay and reduces crew num-
bers on long-haul flights from
London’s Heathrow Airport.

n Lufthansa girded itself for a
possible four-day strike and wide-
spread flight cancellations begin-
ning Monday after efforts to re-
sume contract talks with its pilots
appeared to fail over the weekend.

i i i

Energy

n Schlumberger will acquire
Smith International for about $11
billion in an all-stock deal that is

the year’s largest acquisition and
will make Schlumberger by far the
world’s biggest oil-field-services
company.

n Gazprom, the Russian gas giant,
has agreed to partially drop the
oil-price link of gas-delivery con-
tracts, the company’s biggest Eu-
ropean customer, E.ON Ruhrgas,
said. The move signals a major
shift for the Russian gas producer,
as it tries to defend its share of
the European market amid lower
demand and an increase in pro-
duction of unconventional gas.

i i i

Engineering

n VT Group said it is considering
its options as it tries to thwart a
proposed bid of up to £1.3 billion
($2.01 billion) for the U.K. engine-
ering-services provider from rival
Babcock International. The op-
tions could include returning £230
million to shareholders in the
form of a special dividend or ap-
proaching U.S. defense group
Lockheed Martin as a potential
white-knight suitor.

i i i

Entertainment

n EMI said it is exploring the pos-
sibility of partnering with a third
party to retain and revitalize Ab-
bey Road Studios, its first public
statement about the matter since
news of the recording facility’s
potential sale surfaced last week.

i i i

Financial services

n Royal Bank of Scotland Chief
Executive Stephen Hester intends
to decline his bonus for 2009,
making him the latest major Brit-
ish banking executive to do so, a
person with knowledge of the
matter said.

n Michael Bloomberg, the mayor
of New York City, is pulling
roughly $5 billion of personal as-
sets from Quadrangle’s asset-man-
agement arm, said people familiar
with the matter. The move deals a
blow to the New York private-eq-
uity and investment firm, which
has had to deal with the departure
of its co-founder Steven Rattner
and an investigation by the New
York state attorney general into
how Quadrangle secured an in-
vestment from New York state’s
pension fund.

n Socialists in the European Par-
liament want to limit the amount
of debt that private-equity firms
can load on to companies in buy-
outs and hold the firms liable if
companies in their investment
portfolios go bankrupt.

n A U.S. judge rebuked J.P. Mor-
gan Chase for taking part in a
$225 million loan deal would let a
major competitor of Empresas Ca-
blevisión gain access to confiden-
tial information about the Mexi-
can company.

n In Japan, the merger between
Shinsei Bank and Aozora Bank is
faltering in part because the own-
ers and regulators no longer feel
the urgency of the financial crisis
that forced the proposed marriage
in the first place. But the deal’s
collapse would leave the two mid-
sized banks, both backed heavily
by U.S. private-equity firms, with
big challenges, still laboring to
build sturdy businesses in a
fiercely competitive market.

n U.S. regulators shuttered four
banks, from Florida to California,
as local banks continue to buckle
across the U.S. Twenty banks have
toppled so far in 2010 and 185
have failed since January 2008,
with regulators expecting to close
dozens more by year-end.

i i i

Food

n Nestlé reported a 42% decline
in full-year net profit to 10.43 bil-
lion Swiss francs ($9.68 billion), in
part because of the year-earlier
sale of part of its stake in eye-care
company Alcon. The company,
however, said organic-sales
growth—which adjusts for divesti-
tures, acquisitions and currency
movements—improved in the last
quarter thanks to increased adver-
tising spending that stimulated
sales and robust emerging mar-
kets such as China and Africa.

i i i

Hotels

n Blackstone has reached an
agreement to restructure the bal-
ance sheet of Hilton as it looks to
improve the flagging fortunes of
its single largest investment. Hil-
ton’s lenders and Blackstone are
finalizing a deal that would cut its
$20 billion debt load by about $4
billion, according to two people
familiar with the negotiations.

i i i

Metals and mining

n Anglo American reported a 53%
fall in full-year profit to $2.43 bil-
lion and declared no dividend for
the second year in a row. But the
mining giant said it had emerged
from an “unpredictable” year as a
more-focused company that would
benefit from rising demand for
iron ore, coal and copper in
emerging markets, and expects to
resume dividend payments later
this year.

i i i

Phrarmaceuticals

n Confidential studies by U.S.
Food and Drug Administration of-
ficials recommend that Glaxo-

SmithKline’s Avandia, a diabetes
medicine, get pulled from the
market because it is linked to
heart attacks.

n Basilea Holding said that U.S.
health-care giant Johnson & John-
son, its development partner for
its key drug ceftobiprole, handed
back full rights for the drug after
European regulators rejected it.
The development is the latest turn
in a dispute between the two com-
panies over the antibiotic, which
targets a drug-resistant organism
responsible for many hospital-ac-
quired-infection deaths.

i i i

Retail

n Carrefour’s net profit fell 74%
to €327 million ($444.6 million)
last year, dragged down by a loss
on the value of its Italian busi-
ness, as the retailer strives to
overhaul is stagnant business in
Europe by reigniting sales.

i i i

Technology

n Investigators probing the cyber
attacks against Google and other
U.S. companies have been examin-
ing whether computers at educa-
tional institutions in China were
involved in the attacks, according
to people briefed on the matter.

n Apple began enforcing a stricter
policy regarding adult-themed
apps, even though it had previ-
ously approved some of the pro-
grams for sale through its App
Store, a person familiar with the
matter said.

BUSINESS WATCH

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

The Seed Cathedral, still under construction, will be the centerpiece of the U.K. pavilion at the Shanghai World Expo, which starts on May 1. The 20-meter-high cube-like Seed Cathedral is to be covered by
60,000 slim, transparent acrylic rods, which will quiver in the breeze. Each 7-meter-long rod contains a certain type of seed, a call from the U.K. to protect natural species and the future of mankind,
according to the official Web site of Shanghai Expo. China expects a minimum of 70 million visitors for the exhibition, which will close its doors on Oct. 31.
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In Shanghai, construction workers put finishing touches on the U.K.’s ‘Seed Cathedral’
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Luger is mourned
Saakashvili joins 2,000 at funeral in Georgian’s hometown

BAKURIANI, Georgia—Tomas
Pandzhakidze, a neighbor of the
Georgian Olympian killed in a train-
ing accident before the Vancouver
Winter Games, remembered the lit-
tle boy sliding down the hill outside
his house in this Caucasus Mountain
community.

“We’re a small town and we all
cheered for him so much when he
grew up to be a great sportsman,”
Mr. Pandzhakidze said, his eyes
tearing up as the local hero, Nodar
Kumaritashvili, was buried Saturday.

About 2,000 people gathered to
pay their last respects to the 21-
year-old athlete, who died Feb. 12
after losing control of his luge on
the final turn of the Olympic track
at the Whistler Sliding Centre and
crashing into a steel support at 145
kilometers an hour.

The mourners, including Geor-
gian President Mikheil Saakashvili,
filed in and out of the Kumaritash-
vili home, where the dead athlete
was draped in the Georgian flag.

The president hugged the sports-
man’s mother, Dodo, as she wept
over the body.

Dozens of wreaths piled up out-
side the house, shops in town dis-
played large posters of Mr. Kumar-
itashvili in their windows, and a
makeshift shrine was set up outside
the tourist-information office.

Mr. Kumaritashvili’s body was
carried through town to the ceme-
tery in an open coffin, flanked by a
solemn procession.

His distraught mother followed,
physically supported by female rela-
tives.

His father, David, clutched a
framed photograph of his son to his
chest.

Friends, relatives and fans lined
a street that has been named in Mr.
Kumaritashvili’s honor.

They paid tribute to his prowess
as a luger and to Bakuriani’s tradi-
tion of producing exceptional winter
athletes.

A debate has emerged among
sledders at the Games about
whether the fast track where Mr.
Kumaritashvili died is too danger-
ous, and whether some competitors
had too few training runs on it.
There were four crashes on Satur-
day night as the bobsledding com-
petition began.

Felix Kumaritashvili, the luger’s
coach and uncle, said he thought
safety measures at the track, the
world’s fastest, were at fault, dis-
missing the International Luge Fed-
eration’s statement that blamed the
accident on the athlete.

He said his nephew had trained
extensively at most of Europe’s luge
tracks and two of Canada’s.

“If they had made the changes
they eventually made before the ac-
cident, Nodar wouldn’t have died,”
said the uncle, who watched the fa-
tal crash and accompanied the ath-
lete’s body home.

“Speeds on the track were get-
ting up to 154 kilometers per hour
and that’s too fast for the sport,” he
added.

The International Luge Federa-
tion said Mr. Kumaritashvili failed
to compensate properly when he
slid into the last curve.

But its chairman, Josef Fendt,
said later that the track was far
faster than its designers ever in-
tended it to be.

Officials shortened the track be-

fore the Olympics began to slow
speeds and raised safety barriers to
keep lugers on the track if they
crashed.

Mr. Saakashvili, who had criti-
cized the federation’s judgment on
the cause of the accident, made no
statement Saturday after leaving the
Kumaritashvili home.

Mr. Saakashvili’s wife, Sandra
Roelofs, said Georgia was grieving
and she knew Canada was with the
mourners.

“Investigations are going on and
the main thing is that such a trag-
edy will not happen again,” she told
journalists outside the house.

Kristina Jangabegova, 17, and a
small group of her friends gathered
outside the house to help the family
serve food and drink to the mourn-
ers.

“It’s a terrible thing that’s hap-
pened. The whole town feels it,” she
said. “You don’t get many people
like him.”

BY SAMANTHA SHIELDS

David Kumaritashvili, father of the luger killed at the Olympics, cries at funeral.
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Europe

n Gordon Brown, the U.K.’s prime
minister, was accused, in separate
accounts, of temper fits and the
bullying of staff members. The ac-
cusations—one in an excerpt from
a new book, the other from a
charity hotline that receives com-
plaints about bullying behav-
ior—unleashed a debate about the
character of a leader who already
has a reputation for bad-tempered
outbursts and moody self reflec-
tion. Brown and several political
allies rejected the accusations.

n The U.K. treasury is set to lay
out guidelines offering businesses
greater certainty about U.K. tax
policy on Monday, the same day
that dozens of business leaders
from around the world gather in
London for an investment confer-
ence. Chancellor of the Exchequer
Alistair Darling is expected to
publish a draft tax framework for
multinational companies, which
will pledge to deliver a stable and
competitive tax environment.

n The U.K. opposition Conserva-
tive party would offer discounts
on shares to all U.K. taxpayers
when it sells the government
stakes in leading U.K. banks if
elected, said George Osborne, the
party’s economic spokesman. Of-
fering a discount to British priva-
tization IPOs follows a tradition
stretching back to the flotation of
state assets in the 1980s, when
Margaret Thatcher wanted to en-
courage retail share ownership of
former state utilities in Britain.

n The U.K. and the Netherlands
will propose to Iceland a new plan
to reimburse the countries for
their multibillion-dollar bailout of
the Icelandic banking sector, a
person familiar with the matter
said. If the plan is accepted, Ice-
land wouldn’t have to put debt re-
payments to a referendum—a step
that has thrown into question the
international plan to bail out the
country and cast doubts on its bid
to join the European Union.

n The Dutch coalition govern-
ment collapsed over whether to
extend the country’s military mis-
sion in Afghanistan, leaving uncer-
tain the future of its 1,550 soldiers
fighting there. Prime Minister Jan
Peter Balkenende announced that
the second largest party in his
three-party alliance quit, a break-
down of trust in what had always
been an uneasy partnership.

n In Portugal, flooding and land-
slides swept away cars and
knocked down houses as a violent
storm killed at least 40 people on
the island of Madeira.

n Unions representing Portugal’s
public-sector workers are prepar-
ing a national strike to challenge a
wage freeze that is key to govern-
ment efforts to cut a towering
budget deficit. The March 4 strike
highlights political challenges
faced by the government. In seek-
ing to close a budget gap worth
9.3% of GDP in 2009—more than
three times the European Union’s
3% limit—the government is run-
ning headlong into union culture.

n In Ukraine, Prime Minister
Yulia Tymoshenko abandoned her
court challenge to the results of
the country’s Feb. 7 presidential
election, clearing the way for Vik-
tor Yanukovych’s inauguration.
Soon after Tymoshenko’s an-
nouncement, Yanukovych got a

call from Russian President
Dmitry Medvedev. According to
the Kremlin, the two men agreed
that Mr. Yanukovych would visit
Moscow in early March.

n In Georgia, thousands of people
gathered to pay final respects to a
young luger whose death cast a
pall over the Olympics’ opening
and sent his nation into mourning.

n Russia’s central bank cut inter-
est rates, in an effort to stimulate
bank lending and combat the
wave of speculative capital push-
ing up the ruble. The central bank
cut the refinancing rate one quar-
ter-point to 8.5%. The rate cut, the
first this year, follows 10 cuts
throughout 2009.

n In Turkey, political tensions es-
calated this week after one senior
Turkish prosecutor arrested an-
other, stoking a power struggle
between the religious conserva-
tive government and secular es-
tablishment in the country.

i i i

U.S.

n Alexander Haig, a former sec-
retary of state and a retired four-
star Army general who advised
three presidents, died at 85 of
complications from an infection.
Haig was a prominent figure in
American politics for more than a
decade, particularly as a top advi-
sor to President Richard Nixon
and as the first secretary of state
for President Ronald Reagan when
he took office in 1981.

n Gen. David Petraeus said the
U.S. didn’t need to use interroga-
tion techniques that humiliate or
terrorize captured Taliban offi-
cials, as the U.S. and Pakistan
have intensified their offensives
against the extremist Islamic
group. There is the “concept of
living our values,” said Petraeus,
head of the U.S. Central Com-
mand, which includes Afghanistan
and Iraq. “Whenever we have
taken expedient measures, they

have turned around and bitten us
in the backside.”

n Consumer prices in the U.S. are
barely rising, a boon to shoppers
for everything from computers to
clothing and a big reason that the
Federal Reserve is willing to keep
interest rates exceptionally low a
while longer. Stripping out vola-
tile food and energy prices, con-
sumer prices fell by 0.1% in Janu-
ary, the first time that has
happened since 1982.

n Federal investigators closed
their files on the 2001 anthrax at-
tacks with the formal finding that
the sole person responsible for
killing five people and sickening
17 others was Bruce Ivins, the
government scientist who was the
focus of the investigation when he
committed suicide in July 2008.

n A pilot flying an allegedly sto-
len single-engine propeller plane
made an unauthorized pre-dawn
landing at Los Angeles Interna-

tional Airport. The rogue landing
set off security alerts and the pi-
lot was placed under arrest for
flying a stolen aircraft.

n Tiger Woods publicly apolo-
gized for his sex scandal, but the
star golfer left unclear when he
would return to the sport.

i i i

Americas

n A Canadian sailing ship filled
with high school and college stu-
dents sank off the coast of Brazil
in strong winds, but all 64 people
aboard were rescued after about
16 hours in rafts.

i i i

Asia

n In Afghanistan, coalition forces
said it could take at least a month
to clean out and secure hotly con-
tested parts of the country’s Hel-
mand province, indicating the
slow if steady pace of the prog-
ress as the offensive against the
Taliban enters its second week.
n Hamid Karzai, Afghanistan’s
president, said allied troops must
redouble their efforts to avoid
killing civilians.

n In Pakistan, a team of suicide
bombers attacked two police sta-
tions in the country’s northwest,
killing an area police chief and
wounding several officers.

n Philippine marines killed Al-
bader Parad, a top al Qaeda-linked
militant commander, and five
other militants in an assault on a
rebel encampment on a southern
island.

i i i

Middle East

n Emirati officials claimed that
at least two more fake Irish pass-
ports have been linked to the al-
leged hit squad accused of killing
a Hamas operative in Dubai, and
urged investigators to launch full-
scale probes into passport fraud.

n In Iraq, a top Sunni Arab law-
maker banned from running in the
country’s March 7 election with-
drew his entire party from the
campaign and called on other
groups to join the boycott, a move
that threatened to undermine the
credibility of the vote and raise
sectarian tensions.

i i i

Africa

n In Morocco, a minaret col-
lapsed at a crowded mosque in
the old town of the historic city of
Meknes, killing at least 41 people.

n Egypt is pressing ahead with
construction of an underground
barrier between it and the Pales-
tinian-controlled Gaza Strip, an ef-
fort to close over 1,000 smuggling
tunnels—the enclave’s only signifi-
cant trading channel to the out-
side world.

n In Sudan, Darfur’s most power-
ful rebel group has initialed a
truce with the Sudanese govern-
ment, marking the rebel group’s
return to peace talks aimed at
ending the Darfur conflict.

WORLD WATCH

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

Salou Djibo, the chief of the junta that toppled Niger’s president last week, met with envoys from the United Nations, the
African Union and the 15-nation Economic Community of West African States. Junta leaders defended the coup, saying
the army overthrew the president to restore democracy after he refused to step down when his mandate expired.
Diplomats were encouraged by junta assurances that it would restore civilian rule through elections “as soon as possible.”
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In Niger, junta leaders vow to restore democracy after coup
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Dutch may withdraw troops
The collapse of the Dutch gov-

ernment Saturday presages a likely
withdrawal of the country’s 1,940
troops in Afghanistan, a major blow
to the U.S.-led NATO alliance against
the Taliban. It could also mean elec-
tions by early June in the Nether-
lands, which is undergoing one of its
most turbulent political crises in
memory.

The Dutch loss of enthusiasm for
the campaign against the Taliban, as
fighting rages for the town of Mar-
jah, comes amid misgivings in other
key nations. Already, Canada, which
has the third-biggest force in Af-
ghanistan, has said it will withdraw
its 2,800 soldiers by the end of 2011.
Allies such as France and Germany
have committed only a few hundred
of the thousands of additional
troops demanded by the U.S.

Though a small country, the
Netherlands carries symbolic
weight, say U.S. and NATO officials.
Its army is viewed by U.S. officials
as one of the most fierce and effi-
cient in the alliance. State Depart-
ment officials praise its work in the
province of Uruzgan, an important
strategic area that borders Hel-
mand, the scene of the battle for the
town of Marjah involving 15,000
NATO troops.

“We need the Dutch force in Uru-

zgan,” said the provincial governor
of Uruzgan, Asadullah Hamdam, ac-
cording to the Associated Press.
“The Dutch are very active in recon-
struction, and strengthening the Af-
ghan National Army and the Afghan
National Police.”

Earlier this month, NATO secre-
tary-general Anders Fogh Rasmus-
sen sent a formal letter to the Neth-
erlands requesting its troops stay
on until August 2011. Prime Minister
Jan-Peter Balkenende agreed, but
Deputy Prime Minister Wouter Bos,
leader of the country’s Labor Party,
didn’t. He had made a campaign
promise in 2007 to withdraw Dutch
troops by the end of 2011. With 21
Dutch soldiers killed, public opinion
souring on the war, and his party
trailing in the polls, Mr. Bos needed
to show boldness, analysts say. He
has asked for the withdrawal of
troops by year’s end.

Mr. Balkenende tried last week
to change Mr. Bos’s mind. He pro-
posed a reduced troop presence.
U.S. Vice President Joe Biden called
Mr. Bos. But after a tense, all-night
cabinet meeting, Mr. Bos pulled out
of the coalition Saturday morning.

“A plan was agreed to when our
soldiers went to Afghanistan,” Mr.
Bos told reporters, referring to the
mission in Uruzgan that was to end
in August. “Our partners in the gov-
ernment didn’t want to stick to that

plan, and on the basis of their re-
fusal, we have decided to resign.”
Mr. Balkenende was bitter. “Where
there is no trust, it is difficult to
work together,” he said.

For now, the assumption is that
Dutch forces will leave, say Dutch
officials. “In the coming weeks the
Netherlands will consult with NATO
and its NATO allies to pave the way
for the transfer of its lead responsi-
bility in Uruzgan,” the Dutch gov-
ernment said Sunday. “In addition,
NATO and our allies will quickly be
informed of the situation, once the
consequences of the government’s
collapse in the Netherlands have
been clarified.”

It remains unclear what will hap-
pen to the 450 soldiers from the
Netherlands in other parts of Af-
ghanistan.

“All options are open,” said a
spokesman for the Dutch govern-
ment. These troops comprise a so-
called Air Task Force based in Kan-
dahar and some defense clerks
based in Kabul. It also includes a
special-forces unit called Task Force
55, which is based in Uruzgan but
isn’t part of the big Dutch mission
in that region.

In a television appearance on
Sunday, Mr. Balkenende said he ex-
pected troops to leave by the end of
this year.

There is a chance, however, that

the Dutch could end up staying. As
a small nation, the Netherlands is
reliant on its international reputa-
tion and its strong relations with
the U.S. Members of the parliament
are coalescing in an effort to find a
way for troops to stay.

“There is increasingly a real fear
we’ve damaged our reputation in
the international arena,” says Rob
de Wijk, director of the Hague Cen-
tre for Strategic Studies. “And there
may be a willingness to change
that.”

Head of state of the Netherlands,
Queen Beatrix, must decide on Mon-
day whether to call national elec-
tions by June. If not, elections
would take place next year. Mean-
while, Mr. Balkenende continues to
serve as prime minister.

Early elections could prove a
boon for anti-establishment right-
wing leader Geert Wilders. His Party
for Freedom currently controls eight
seats in parliament, but is forecast
to at least double that after a strong
showing in the European Parliament
elections last summer. Mr. Wilders
is popular for his tough stance on
immigrants.

Like Mr. Bos, he has supported
pulling out Dutch troops by the end
of 2010.

—Maarten van Tartwijk
in Amsterdam contributed

to this article.

BY JOHN W. MILLER

Finance Minister Wouter Bos, left, hands out roses at a city council election meeting in Utrecht, the Netherlands, on Saturday after the collapse of the government.

Ukraine president-elect to visit Moscow in March
KIEV, Ukraine—Russian President

Dmitry Medvedev called Viktor
Yanukovych this weekend as soon as
the Ukrainian president-elect’s chal-
lenger dropped a legal battle to
block his inauguration. According to
the Kremlin, the two men agreed
that Mr. Yanukovych would visit
Moscow in early March.

On Sunday, however, Mr. Yanuk-
ovych’s aides declined to confirm or

deny anything about a visit, though
his Web site posted the Kremlin an-
nouncement. Hanna Herman, a leg-
islator and a deputy leader of Mr.
Yanukovych’s Party of Regions, said
the president-elect’s first priority
was to form a new government and
deal with domestic problems.

The call from the Kremlin on
Saturday signals Russia’s interest in
reasserting a preferential relation-
ship with its former Soviet neigh-
bor. But the reaction in Kiev leaves

it unclear in which direction Mr.
Yanukovych will tilt Ukraine, a coun-
try of 46 million wedged between
Russia and the West.

Ukraine embraced a Western
agenda after the 2004 Orange Revo-
lution, when mass protests alleging
electoral fraud overturned Mr. Yanu-
kovych’s tainted victory in that
year’s presidential election.

Viktor Yushchenko won the
revote and antagonized the Kremlin,
which had openly backed Mr. Yanuk-

ovych, by pushing to advance nego-
tiations to join the North Atlantic
Treaty Organization and by support-
ing Georgia during its 2008 war
with Russia.

In the recent campaign, the
Kremlin played no favorite, and Mr.
Yanukovych straddled the fence,
calling for good relations with Rus-
sia and with the European Union.
Ms. Herman had indicated last week
that his first presidential trip
abroad could be to Brussels.

BY JAMES MARSON

Portugal strike
poses threat
to deficit effort

LISBON—Unions representing
Portugal’s public-sector workers are
preparing a national strike to chal-
lenge a wage freeze that is key to
government efforts to cut a tower-
ing budget deficit. But will the
unions prevail?

The March 4 strike highlights
political challenges faced by the
government of Socialist Prime Min-
ister Jose Socrates. In seeking to
close a budget gap of 9.3% of gross
domestic product in 2009—more
than three times the European
Union’s 3% limit—the government is
running into union culture.

Europe’s weaker financial mar-
kets are groaning under the weight
of supporting their vast budget defi-
cits. Greece admitted late last year
its deficit was four times than previ-
ously thought. Spain and Ireland
also face financing problems.

This year’s labor action comes
after an effort in 2005 and 2006, in-
cluding wage freezes and pension
reforms, that generated a backlash
from unions. But that action had lit-
tle effect on the government, which
was able to force through its pro-
gram because it held a majority in
parliament until last year. This time,
the government has lost its majority
but remains in office. It appears to
be moving slowly, though it has the
tacit support of the opposition.

The March 4 national strike was
called by Frente Comum, a coalition
of unions that together represents
about 350,000 of Portugal’s roughly
500,000 public-sector workers, out
of a total population of 10.6 million.

“We’re losing purchasing power.
We’re losing our labor rights,” said
Ana Avoila, Frente Comum’s leader,
adding that government workers
have seen their purchasing power
eroded by nearly 8% in the past de-
cade. The union is calling for a wage
increase of 4.5% this year.

Under the budget plan presented
Jan. 26, government workers, in-
cluding teachers and healthcare pro-
fessionals, will have salaries frozen.
The freeze is one of several mea-
sures to reduce the deficit in 2010,
including lower subsidies for buying
new cars and changes to pension
rules to penalize early retirement
among public-sector employees. A
new tax on executive bonuses in the
financial sector was one of the few
changes to boost revenue.

Before the 2010 plan was pre-
sented, debt-ratings agencies had
been calling for a big reduction this
year to meet the EU’s demand that
the spending gap be under the 3%
limit by 2013. Instead, the proposed
budget contained a reduction of
only one percentage point this year
and investors responded with a
sharp sell-off of Portuguese govern-
ment bonds.

Portugal faces its next test on in-
ternational financial markets
Wednesday when it tries to sell €1
billion in five-year bonds. The Por-
tuguese government has nonethe-
less shown in recent weeks that it
can still raise funds, selling €1 bil-
lion of 12-month treasury bills and
€3 billion in 10-year bonds.

The finance ministry is now pre-
paring its so-called Stability Plan—
an annual financial report for the
European Commission—which is
supposed to explain how the gov-
ernment will reach the 3% goal.

—Jonathan House in Madrid and
Emese Bartha in Frankfurt
contributed to this article.

BY JEFFREY T. LEWIS

Reuters
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THE QUIRK

W HEN ALEXANDRA ZARETSKY
took to the ice in Olym-
pic ice-dancing competi-

tion Friday, she looked deep into
her partner’s eyes as they skated
the “Tango Romantica.”

But not too deep. That’s be-
cause her partner is her brother,
26-year-old Roman Zaretsky. “We
try to find ways to kind of look
through—or look a little up, or a
little sideways,” says Ms. Zaretsky.
“Hey, you gotta act.”

They’re not the only ice danc-
ers in this particular pickle. Four
of the 23 ice-dancing pairs com-
peting at the Vancouver Games
are brother and sister. And this
year, they’re all required to com-
plete a compulsory portion of
competition by doing the forbid-
den dance.

How do you tango with your
sibling? “We get that question a
lot,” says Israeli Ms. Zaretsky—as
do all of the siblings competing
here.

Ice dancing, arguably the most
artistic of any Olympic sport, re-
quires a certain believable sizzle
on the ice in order to capture a
medal. “The training is a sport,
but the performance is an art,”
says Sinead Kerr, 31, of Great Brit-
ain, who is dancing with her
brother John.

Ice dancing, which was added
to the Games in 1976, blends ele-
ments of figure skating and ball-
room dancing. Partners stick close
together throughout the routine,
doing spins as a team while hold-
ing hands. Ice dancers have to
perform three times: a compul-
sory dance in which all the teams
do the same moves and use the
same music (this time, it’s the
“Tango Romantica”), a two-minute
original dance to a set theme (this
year it’s folk/country), and a four-
minute free dance of the team’s

choosing.
Ice dancers learn to become

actors of sorts. “Our coach told us
envision someone else’s head is
there,” says Chris Reed, 20, who
dances with his sister Cathy for
Japan. “It’s all an act.”

Mr. Reed watches videos of his
own performance, and uses mir-
rors to practices his moves and
even his facial expressions. His
tango look is “serious but endear-
ing,” says Ms. Reed, who is 22.

Mr. Kerr, 29, says that dancing
with his sister means he is pre-
vented from developing romantic
themes in performance. (Their
tango will be more like a fight be-
tween two people, he says.)

“On the ice, we don’t think of
each other as brother and sister,”
he adds.

Ruling out romance also forces
them to be more creative, and act
out different sorts of roles on the
ice, he says. In 2008, they per-
formed a routine dressed as space
aliens. In the Vancouver Games,
they’re dancing one segment to
Johnny Cash’s “I’ve Been Every-
where” with Ms. Kerr dressed as a
truck driver and Mr. Kerr as a
hitchhiker. They’ll be telling the
story of a driver who picks up a
rider and then the two swap sto-
ries about their many adventures.

Even nonsiblings can have a
hard time learning to express siz-
zle all while spinning and lifting
their partner off the ground at
dizzying speeds.

“Sometimes you need to emote
those kinds of feelings like you
are in love with her,” says Ameri-
can skater Evan Bates, who has
been ice dancing with his partner
Emily Samuelson—to whom he is
not related—for 10 years. Yet “it
is so hard to develop that when
you are 10 and 11 years old, and
you are grossed out by girls,” says
Mr. Bates.

All ice-dancing relationships
are strange, say athletes, because

BY GEOFFREY A. FOWLER
Vancouver, British Columbia

they involve spending countless
intense hours with the same per-
son, while trying to maintain a
professional partnership. Sharing
a family bond can smooth over
disagreements about music, prac-
tice or career path. It’s been
proved to work before: During the
1992 Games, the French brother
and sister team Isabelle and Paul
Duchesnay won silver.

Sibling ice dancing is more
common than one might think.
Noriko Reed, the mother of Chris
and Cathy, says it wasn’t her idea
to pair her son and daughter. “It
was just the luck of the ice dance
coach that put them together,” she
said. A third Reed sibling, Allison,
is also competing in ice dancing in
Vancouver, for the Georgian team
with Otar Japaridze.

Siblings can certainly fight.
“Other couples also fight, but the
way they do it is different,” says
German skater Christina Beier, 25,
who competes with her brother
William, 27. “We know exactly
what you have to say if you want
to hurt the other one.”

After an injury, last season
they even gave a try to dancing
with new partners. “With others,
it was harder,” says Ms. Beier. “It
is from nature that we move to-
gether. When we got back to-
gether, it was like we never split
up.”

For one dance in Vancouver,
they will represent their own
brother and sister relation-
ship—starting with skating to-
gether as kids, then stretching to
their breakup and reunion. “This
is our story, so it is easier to tell,”
says Ms. Beier.

That’s your sister?
Four of the ice-dancing pairs competing in Vancouver
are siblings—and this year, there’s a compulsory tango routine.
How they get around the awkwardness.

Christina and William Beier
at the German Figure

Skating Championships in
December in Mannheim,

Germany.
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Sinead and John Kerr, above, at the European Figure Skating Championships in
January in Tallinn, Estonia.
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RBS chief to forgo ’09 bonus
Stephen Hester was to receive an award of around $2.5 million; seeking to deflect anger

LONDON—Stephen Hester, the
chief executive of Royal Bank of
Scotland Group PLC, will become
the latest top U.K. bank executive to
turn down a bonus for 2009, a per-
son familiar with the matter said, a
move that comes amid continuing
public and political anger over
banker compensation.

Mr. Hester will forgo his bonus
in an attempt to deflect public out-

cry from the bank’s payouts to other
staff and executives, which Mr.
Hester wants to make sure remain
competitive, this person said. Mr.
Hester had been set to receive an
award of around £1.6 million ($2.5
million), this person. The overall
2009 bonus pool at the struggling
bank is set to be £1.3 billion.

Mr. Hester’s decision comes after
both the chief executive and presi-
dent of Barclays PLC, John Varley
and Robert E. Diamond Jr., said last

week they would give up their 2009
bonuses in the wake of public con-
cern following the financial crisis,
even though Barclays took no direct
aid from the U.K. government.

That isn’t the case at RBS, where
the bonus debate has been intensi-
fied by the fact that the bank is
84%-owned by U.K. taxpayers after
a bailout in 2008 and an additional
infusion of government capital late
last year.

The move could pressure the top

executives at the U.K.’s other top
banks, HSBC Holdings PLC and
Lloyds Banking Group PLC, to also
give up their 2009 awards.

A spokesman for Lloyds said that
the bank’s remuneration committee
had made no decisions regarding
potential bonus awards.

A spokesman for HSBC said that
the bank couldn’t comment on re-
muneration ahead of its 2009 re-
sults, which will be reported on
March 1.

BY SARA SCHAEFER MUÑOZ

RBS Chief Executive Stephen Hester
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Brown faces
accusations
of bad temper

The U.K. election campaign, fo-
cused for months on topics like the
economy and bankers’ bonuses,
veered Sunday to a more personal
issue for Prime Minister Gordon
Brown: his temper.

Mr. Brown was accused, in sepa-
rate accounts, of temper fits and the
bullying of staff members. The accu-
sations—one in an excerpt from a
new book, the other from a charity
hot line that receives complaints
about bullying behavior—unleashed
a debate about his character.

Mr. Brown and several political
allies rejected the accusations.

The Observer newspaper carried
material from a book on Mr. Brown
by its political commentator, An-
drew Rawnsley, that alleged the
prime minister has acted aggres-
sively with staff, including grabbing
them by the lapels of jackets, shov-
ing them aside and shouting at
them. The book alleges that Sir Gus
O’Donnell, the head of the civil ser-
vice, was so concerned that he
launched an investigation into inci-
dents and talked to Mr. Brown about
his attitude toward staff.

A spokeswoman for Sir Gus said
it is “categorically not the case” that
he ordered a probe or talked to Mr.
Brown about his behavior. A spokes-
man for Downing Street said: “These
malicious allegations are totally
without foundation.”

A host of senior politicians took
to the airwaves to deny that Mr.
Brown was a bully, with Peter Man-
delson, the influential business sec-
retary, saying Mr. Brown “gets angry
but chiefly with himself” and is a
man “who doesn’t bully people.”

Later Sunday, the British Broad-
casting Corp. reported that the
founder of a charity offering coun-
seling to people who feel they have
been bullied in the workplace said
they had received “three or four”
calls from staff within Downing
Street over the last “three of four.”

“We are not suggesting that Gor-
don Brown is a bully; what we are
saying is staff in his office working
directly with him have issues, and
have concerns,” Christine Pratt, the
founder of National Bullying Help-
line, told the BBC.

A Downing Street spokesman
said that at no time has the National
Bullying Helpline contacted them
about these allegations.

The charity’s Web site lists two
opposition Conservative Party politi-
cians as being among its patrons. It
couldn’t be reached Sunday night for
comment.

BY ALISTAIR MACDONALD
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Woods vows to mend his ways
As any golfer knows, real change takes forever; ‘character and decency are what count’

When Tiger Woods walked
through the dark velvet curtains at
his news conference in Florida Fri-
day, he looked more like a eulogist
in shock about to address a family
funeral than a superstar athlete fac-
ing a global television audience. He
wasn’t wearing his Sunday-red vic-
tory shirt, that’s for sure, nor his
usual cocky demeanor.

From the start, he stumbled and
slurred his words. Even though Mr.
Woods is said to have labored over
his prepared remarks himself, they
clearly arose from a different source
than the polished repertoire of stock
responses he normally deploys at
news conferences. Formerly, the
main purpose of his public utter-
ances seemed to be to deflect atten-
tion from the inner man. Friday, for
the first time, his main purpose—
however awkward it seemed at
times—was to talk about what he
has been going through personally,
off the course.

The guy was struggling. In golf
terms, he was not even close to be-
ing “in the moment.”

I watched the press conference
from a hotel room in Utah with my
wife and daughter, and we were all
impressed by Mr. Wood’s apparent
sincerity. My wife, who tends to-
ward cynicism when it comes to ce-

lebrities, was the first to speak af-
terward. “I believe him,” she said.

My 15-year-old daughter agreed.
“It was genuine,” she said, “but cal-
culated.”

Calculated, in this context, is not
necessarily a pejorative.

I know many doubters are calling
this a scripted, insincere perform-
ance, but what do you expect from a
young man who has just been
through six weeks of humiliating
therapy, and is probably deeply con-
fused from looking at parts of him-
self he’s always avoided?

A few especially squirmy mo-
ments grew out of his calculations.
He specifically said he was “sorry”
three times. As he said it the first
time, apologizing to friends, he
scanned the small gathering of
friends, and the other two times,
apologizing to a wider audience, he
looked directly into the camera. All
three seemed transparently like
stagecraft, and since Mr. Woods is
not a trained actor, the moments
came off as inert and unnatural.

But that doesn’t mean he wasn’t
sincere. I’ve seldom seen him look
more vulnerable.

Like many people before the
press conference, I was critical that
Mr. Woods did not plan to answer
questions, but that was primarily
because I assumed the purpose of
the conference was to announce his
imminent return to golf. Given his

brilliant talent for saying much but
revealing little, I feared that this re-
fusal to take any questions beto-
kened a business-as-usual attitude.
“There, I’ve apologized, now get off
my back and let me play golf.”

But instead the news conference
was more of a 12-step-style public
apology and an interim report on
the progress of his therapy. Any fol-
low-up questions that stuck to sub-
jects he raised would have been
about the sticky stuff—the affairs,
his relationship with Elin, the depth
of his humiliation—that would have
done nobody any good at all, except
perhaps the tabloid media.

In fact, the moment I myself felt
most like cheering was when he
strongly implied that he would
never answers questions of that ilk.
“These are issues between a hus-
band and a wife,” he said. Most pure
golf fans, I believe, have little to
zero interest in the prurient details
of Mr. Woods’s transgressions. We
are interested how this whole mess
will affect Mr. Woods’s future as a
golfer, and we got a good initial
reading on Friday.

Mr. Woods used the word “golf”
only twice in his remarks. The first
was when he apologized for his fail-
ure as a role model. “Achievements
on the golf course are only part of
setting an example. Character and
decency are what really count,” he
said.

The second was when he said he
plans to return to golf “one day” but
doesn’t know when that day will be.
“I don’t rule out that it will be this
year,” he said, leaving open at least
the possibility that he could return
in time to compete in the Masters in
April. One possibility is the Tavis-
tock Cup in late March, a private
match between the Tour pros who
live in two gated communities in the
Orlando area.

But he went on. “When I do re-
turn, I need to make my behavior
more respectful of the game.” This
almost certainly was a reference to
the tantrums and cursing that have
increasingly characterized Mr.
Woods’s tournament appearances.

The nadir may have been the
two-day Tiger Slam at the British
Open last summer, during which he
cursed and threw his clubs count-
less times while missing the cut.

This bad behavior is a sign of
how far out of balance Mr. Woods’s
life had become. On Friday he said
most of the right things, but as any
golfer knows, real change takes for-
ever. As he said of his relationship
with his wife, “Elin and I have
started the process of discussing the
damage caused by my behavior,” ac-
knowledging a lot with that word
“process.”

“My real apology to her will not
come in the form of words; it will
come from my behavior over time.”

GOLF JOURNAL |
BY JOHN PAUL NEWPORT

France has dominated
rugby’s RBS Six Nations tourna-
ment so far, flexing its muscle
in comfortable victories over
Ireland and Scotland.

Les Bleus travel to Cardiff
Friday night to face Wales in
what looks to be their toughest
test of the championship, while
the following day England puts
the tournament’s only other un-
beaten record on the line
against Ireland at Twickenham.

Martin Johnson’s side is, at
9/2, clear second favorites for
the tournament, Ireland’s odds
having drifted to 10/1 after its
defeat in Paris. However, the
Irish are given a roughly equal
chance at Twickenham, with
certain bookmakers giving them
no handicap while others offer
the visitors just two points.

This makes perfect sense
with memories of last year’s
meeting at Croke Park, when
England so nearly denied Ire-
land a first Grand Slam since
1948. Declan Kidney’s side won
by a single point then.

England to win at evens
with Boylesports seems the
best outright match bet, but
the tip on Saturday is to back
the second half to be the high-
est scoring half at 4/5 with
Bet365 or William Hill.

England took a while to get
out of the blocks in its previous
two matches, scoring just six
points in the first 40 minutes
against Italy and only claiming
its first try in first-half injury
time against Wales. Ireland had
just three points at the break
last time out.

Tip of the day

52

Source: Soccernet.com

England coach Martin Johnson
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Tiger Woods hugs his mother, Kultida Woods, after delivering remarks to the news media during a brief statement Friday at PGA headquarters in Florida
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Rethinking the low-inflation mantra
Higher rate would give Fed more room to act, some argue, but risks abound and U.S. policy is unlikely to change

For the past quarter century, in-
flation has been a bogeyman that
eats wealth and causes instability.
But lately some smart people—in-
cluding the chief economist at the
International Monetary Fund and a
senior Federal Reserve re-
searcher—have been wondering
aloud if a little more of it might ac-
tually be a good thing.

For several reasons, however, the
idea isn’t likely to gain traction any

time soon.
The new argu-

ment for inflation
goes like this: Low

inflation and the low interest rates
that accompany it leave central
banks little room to maneuver when
shocks hit. After Lehman Brothers
collapsed in 2008, for example, the
U.S. Federal Reserve quickly cut in-
terest rates to near zero, but
couldn’t go any lower even though
the economy needed a lot more
stimulus.

Economists call this the “zero
bound” problem. If inflation were a
little higher to begin with, and thus
interest rates were a little higher,
the argument goes, the Fed would
have had more room to cut interest
rates and provided more juice to the
economy.

Right now, the Fed and other big
central banks have their sights set
on inflation of around 2%. Econo-
mists had used a “Three Bears” ap-
proach to come up with this num-
ber—for a long time it seemed like

it was not too hot and not too cold.
But low and stable inflation could in
theory mean something steady at a
slightly higher rate.

IMF chief economist Olivier
Blanchard, in a recent paper, said
maybe the U.S. central bank’s future
inflation goal should be 4% instead.
John Williams, head of the San
Francisco Fed’s research depart-
ment, argued last year that higher
targets might be needed to provide
a cushion for future crises.

The proposals underscore a
broader rethink that is rumbling
through the economics profession in
the wake of the financial crisis.
Many of the things economists
thought they knew turned out to be
wrong.

It’s a timely conversation. On
Friday, the Labor Department said
consumer prices excluding food and
energy fell in January, the first
monthly decline since 1982. Neither
Mr. Blanchard nor Mr. Williams was
calling for higher inflation now, but
their argument opened the door to
that discussion.

There are other reasons some
would welcome a little more infla-
tion now. Governments in the U.S.
and elsewhere, and many U.S.
households, are sitting on moun-
tains of debt. A little more inflation
could in theory reduce the burden of
servicing and paying that off, be-
cause while debt payments are often
fixed, the revenue and income that
households and governments gener-
ate to pay it off would rise with in-
flation.

But there are problems with the
welcome-more-inflation argument.

The first is that it isn’t yet clear
that the “zero bound” on interest
rates that Mr. Blanchard worries
about is the economy’s biggest
problem. Thus addressing it might
not be worth the costs that would
be associated with higher inflation.

After the Fed pushed interest
rates to near zero in December
2008, Chairman Ben Bernanke found
alternatives to more interest-rate
cuts: buying mortgage-backed secu-
rities and Treasury bonds and fun-
neling credit to auto-loan, student-
loan and credit-card markets. Those
additional steps were no panacea,
but they helped end the recession

even if they didn’t produce growth
fast enough to bring unemployment
down quickly.

“Is that the stuff of a zero-bound
disaster?” the Atlanta Fed’s top
economist, David Altig, recently
wrote on his blog. “Put me down on
the petition to not experiment with
higher inflation to avoid a problem
that was not so clearly a problem.”

There is also a thornier problem.
Suppose for a moment that Mr.
Blanchard is right, and central
banks around the world would be
better prepared to fight future cri-
ses with a little higher inflation.
Getting from 2% to 4% could be a
very messy process. Investors, busi-
nesses and households might well

conclude a one-time shift to a
higher inflation target actually
means less commitment to stable
inflation. Expectations of higher in-
flation could become a self-fulfilling
prophecy. Instead of getting 4% in-
flation, central banks could end up
with 5%, or 6% or 7%.

A higher inflation goal “would
have a fairly immediate and disrup-
tive effect” on markets, said Bruce
Kasman, chief economist at J.P.
Morgan Chase.

Mr. Bernanke has acknowledged
the allure of a higher inflation goal.
In written answers to lawmakers in
December, he said a higher inflation
target could in theory make it possi-
ble for the Fed to push inflation-ad-
justed interest rates lower, stimulat-
ing borrowing and economic
growth. But the opposite could hap-
pen, too. The prospect of higher in-
flation could cause interest rates to
shoot up and make the burden of fu-
ture borrowing even heavier.

Mr. Bernanke concluded he
didn’t want to mess with people’s
fragile expectations. He said switch-
ing to a higher target would risk
causing “the public to lose confi-
dence in the central bank’s willing-
ness to resist further upward shifts
in inflation, and so undermine the
effectiveness of monetary policy.”

The 2% inflation goal that is so
popular with central bankers around
the world might not have been the
ideal target in retrospect. But it
looks like everybody is tied to it, for
better or worse, for the foreseeable
future.

BY JON HILSENRATH

Long-run inflation expectations
in Treasury Inflation-Protected
Securities market

Year-over-year percent change
in the consumer price index

Source: Federal Reserve (TIPS); Labor Department (CPI)

Inflation debate
Some economists say a little more inflation would be a good thing.
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Fairly flat prices bode well for U.S. economy
Consumer prices in the U.S. are

barely rising, a boon to shoppers for
everything from computers to cloth-
ing and a big reason that the Fed-
eral Reserve is willing to keep inter-
est rates exceptionally low a while
longer.

Because of a spurt in energy
prices, the consumer-price index
rose 0.2% in January and has
climbed 2.6% over the past 12
months, the Labor Department said
Friday.

But stripping out volatile food
and energy prices, as policy makers
do to gauge underlying trends, con-
sumer prices actually fell by 0.1% in
January, the first time that has hap-
pened since 1982. That so-called
core-inflation measure was up a
meager 1.6% in the past 12 months.

“There is just no inflation pres-
sure in the U.S., so our focus has to
be on growth and jobs,” said Wil-
liam Dudley, president of the Fed-
eral Reserve Bank of New York, at
an event Friday in San Juan, Puerto
Rico.

The absence of inflation partly
soothed market fears—sparked
Thursday by an increase in an inter-
est rate that the Fed charges on
emergency loans to banks—that the
Fed might be on the verge of raising
other short-term interest rates, es-
pecially its benchmark federal funds
rate.

That Fed-influenced rate, which
banks charge on loans to one an-
other, has been near zero for more
than a year, and the Fed vows to

keep it there for “an extended pe-
riod.” Trading in futures markets
Friday indicated that traders now
are betting the Fed will hold off on
raising that key rate until October.

The unusual decline in core con-
sumer prices in January wasn’t
large or lasting enough to be called
deflation, a broad and damaging fall
in prices across the economy. But it
underscores the expectations of sev-
eral Fed officials that inflation could
continue to trend down even as the
economy recovers.

Low inflation is welcomed by the
bond market and consumers, but it
is putting pressure on some busi-
nesses because it makes it hard for
them to raise prices. Companies
from Wal-Mart Stores Inc. to fast-
food chain Jack in the Box Inc. have
complained that lower prices are
behind declines in sales.

With prices of some raw materi-
als and other items rising, many
businesses are facing a squeeze,
with some costs rising and stingy
shoppers unwilling to pay more in
stores or restaurants.

Wal-Mart, the Bentonville,
Ark.-based retailer, on Thursday
blamed falling prices of groceries
and electronics for its drop in U.S.
sales for the quarter ended Jan. 31.

Giant Eagle Inc., a 220-store
grocery chain in Pennsylvania, West
Virginia, Ohio and Maryland, in Sep-
tember announced price cuts aver-
aging 23% on more than 100 pro-
duce items. The Pittsburgh-based
chain said the reductions would
save consumers $32.5 million a year,
with bargains that included reduc-
ing a 4-pound bag of oranges from

$5.99 to $3.99.
Other forces also are keeping a

lid on prices. Tommy Ziegler, a
salesman and buyer for Bekins Inc.,
an appliance retailer in Grand Ha-
ven, Mich., has been cutting prices
to augment state-funded energy re-
bates in hopes of stimulating sales.

On a top-selling dishwasher, for
instance, he recently cut the price to
$699 from $750, and he is offering
to match a $25 rebate from the
state and to knock $75 off the cost
of installation.

“I try to highlight one or two
products in each category just to
give that customer the extra incen-
tive to say, ‘We’ve been holding off
to buy—but let’s do it,’ ” said Mr.
Ziegler.

The price squeeze has hit some
industries harder than others. Jack
in the Box, the fast-food chain with
more than 2,200 stores, saw its
earnings fall sharply in the quarter
that ended Jan. 17, as consumers
grew more reluctant to eat out. A
divergence in costs is one reason:
Over the last 12 months, the price of
food eaten at home has fallen 2%,
while the price of eating out has
jumped 1.6%.

“We believe high unemployment
rates for our key customer demo-
graphics continue to be the biggest
factor impacting our sales,” said
Linda Lang, Jack in the Box’s chief
executive, in a call with analysts. “In
addition, we are continuing to see
aggressive discounting throughout
all segments of the restaurant in-
dustry.”

Lower grocery prices, she added,
are also inspiring more people to

eat at home
For many households, low prices

aren’t loosening purse strings, how-
ever, because unemployment re-
mains high and wages aren’t im-
proving.

After adjusting for inflation, av-
erage hourly earnings for workers
on private payrolls outside of farm-
ing were unchanged in January at
$10.32 an hour, the Labor Depart-
ment said Friday.

Average weekly wages were up
0.3% last month to $349.77 as work-
ers put in more hours. Over the past
year, weekly earnings have fallen
1.5%.

“The price of gas and food, the
things you need, doesn’t seem to
come down,” said Paul Bettencourt,
48 years old, from Dracut, Mass.

Mr. Bettencourt, a former car-
dealership manager, now works
three jobs. He sells radio advertising
to small businesses, sells real estate
nights and weekends, and started a
business helping people shop for
cars.

He is holding off on upgrading
appliances in his 10-year-old house
and delaying buying a new Apple
laptop that costs about $1,700. “I
just don’t have the money,” he said.

At the same time, Mr. Betten-
court said he thinks prices for luxu-
ries like travel have come down con-
siderably. “As far as I’m concerned,
the whole country is on sale. People
that have money can get absolute
deals.”

—Michael S. Derby contributed
to this article.

BY SARA MURRAY
AND KRIS MAHER Inflation under wraps

Change from a year earlier in U.S. consumer prices

Source: U.S. Labor Department
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Google Buzz still falls a bit flat
The new social-networking tool, built into Gmail, got off to a rough start and still has a lot of catching up to do

These days, it’s near impossible
to use a computer without run-
ning into a social network. Web
sites encourage people to “tweet”
links to their articles via Twitter;
photo-sharing sites nudge users to
post albums on Facebook; and ag-

gregators like
TweetDeck display
content from sev-
eral social net-
works in a digest-

ible way. Earlier this month,
Google Buzz joined this trend by
integrating social networking into
something people use every day:
email.

Google Buzz (google.com/buzz)
is built into Gmail, Google’s email
program, as an opt-in social net-
work that provides people with a
place for sharing status updates,
Twitter tweets, photos, videos,
Web links and blog posts with a
network of friends. I’ve been test-
ing Google Buzz, and I like the
way it displays shared photos in
full-screen view and nestles into
Gmail, which I use every day. But
right now, Buzz still falls flat.

One of the biggest problems
with Buzz is that it’s late to the
social-networking party. People
have had years to get comfortable
with networks like Facebook and
Twitter, and old habits are hard to
kick. Microsoft and Yahoo al-
ready incorporate social network-
ing into their Web email in Win-
dows Live Hotmail and the Yahoo
Mail, respectively.

Google tried to catch up with
existing social networks by using
a proprietary algorithm to create
networks of people with whom us-
ers communicate most in Gmail
and in Google Chat, the company’s
instant messaging program. In
other words, the people you

emailed the most via Gmail or
chatted with the most on Google
Chat automatically became the
people you followed in your social
network.

But Google took a lot of heat
for these pre-made networks be-
cause people didn’t know where
the names came from or who
some of the people were. Even
worse, these networks were made
public by default so every Buzz
user could see everyone else’s
closest contacts.

This is a problem because
many of us treat email differently
than we treat our social networks.
We communicate via email in pri-
vate conversations—often with
people who we don’t necessarily
want looking at our personal pho-
tos or other information. If I ex-
change several emails over an ex-
tended period of time with my
plumber about fixing a sink, it
doesn’t mean I want him in my
social network. Likewise if a par-
ent regularly emails with a
teacher about a child’s progress.

In the past several days,
Google has apologized for its pre-
sumption that you’d absolutely
want to add the people you email
into your social network online.
The company has changed set-
tings in Buzz to ameliorate this
and several other issues. A net-
work is now suggested rather than
predetermined so users can
clearly select who they follow by
checking boxes beside names and
photos, nixing the plumber and
keeping a best friend. Likewise, a
box now lets people opt to share
these names publicly or not.

So how does the rest of Buzz
work? All Gmail users will find a
Buzz icon in the top left area of
the Gmail site and must opt in to
use Buzz. A tiny link at the bot-
tom of every page can always turn

it off altogether. Buzz is a sepa-
rate screen and isn’t fully weaved
into Gmail’s inbox, though notifi-
cations are sent to the Inbox in
three instances: if someone com-
ments on your post; if you com-
ment on a post and then someone
else makes an additional com-
ment; and if someone directs a
Buzz at you.

Buzz doesn’t yet have a way to
completely stop notifications from
coming to an inbox, but you can
opt to stop receiving inbox notifi-
cations every time someone else
comments about a post. (Go to
“More Actions” within the email
and select “Mute.”) Google Buzz
uses ideas from Facebook, like the

ability to “like” a post. It also in-
tegrates with other Google prop-
erties including Blogger, Google
Reader, Picasa and YouTube.
Rather than using a system of
friends like Facebook, Buzz takes
a page from Twitter’s playbook by
organizing friends into followers.
If you don’t want someone follow-
ing you, just block them.

I spoke to Facebook about
Buzz, asking specifically if the
company would consider integrat-
ing with Google’s new program. A
spokeswoman noted Facebook’s
position as an open platform and
said the company is always de-
lighted to be working with new
partners that want to integrate

Facebook Connect in ways that
help people connect with their
“real” friends.

Buzz pulls in Twitter updates,
or tweets, from people who have
connected their Twitter and Buzz
accounts. But the Twitter feed is
only one way—coming into
Buzz—so people can’t respond to
or direct message back to Twitter.
A Google representative said the
company is working on more two-
way integration in the future.

As for photo sharing, Buzz lets
users integrate with Google-
owned Picasa or Yahoo-owned
Flickr so they can share on Buzz
whatever photos are publicly
shared within those services. Im-
ages show up in Buzz and, when
selected, they take up the full
browser screen—an eye-catching
feature. But though users can
browse Picasa albums from Buzz
to select photos, they can’t share
whole albums to Buzz right now.

Buzz is usable on the go with
Apple’s iPhone and Google’s An-
droid phones. By default, it uses
someone’s current location when-
ever posts are made on Buzz. But
this can be turned off. If someone
opts not to use location in one
post, this setting sticks for subse-
quent posts—except when Buzz is
accessed through a voice program.

Google Buzz got off to a rough
start and still has a lot of catching
up to do. Though it could be a
convenience for people whose so-
cial contacts all already exist in
Gmail, it could also saddle them
with yet another social network to
check every day. For now, my so-
cial-networking friends are stick-
ing to Facebook and Twitter, mak-
ing the buzz on Buzz almost
inaudible.

Edited by Walter S. Mossberg.
Email mossbergsolution@wsj.com

BY KATHERINE BOEHRET

Buzz encourages social networking for Gmail users, but does it come too late?
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Maturing flat-panel TV market is again giants’ turf
The boom in flat-panel televi-

sion sets has so far been a boon
for Samsung Electronics Co.

Samsung’s TV manufacturing
business has nearly doubled in
size since 2006—the year it sur-
passed Sony Corp. to become the
world’s biggest seller of TV
sets—and the company is closing
in on 20% global market share in
TV unit sales, a threshold not
reached by any manufacturer
since the earliest days of the in-
dustry more than 60 years ago.

Samsung’s unrelenting climb
suggests that the TV-manufactur-
ing industry, after several years of
being anyone’s game as technol-
ogy changed from tube TVs to
flat-panel models, is again becom-
ing a business dominated by gi-
ants.

About five years ago, when
flat-panel TVs were first reaching
the mass market, the business was
so wide open that start-up compa-
nies were getting in by ordering
components from suppliers, hiring
contractors for assembly and ar-
ranging distribution with whole-
salers and retailers. But now, size
is becoming more important as
prices and margins come down.

The world’s top five manufac-
turers accounted for 51% of all TV
unit sales in the third quarter of
2009, the latest period for which
data were available, up from 48%
a year earlier, according to Dis-
playSearch, a unit of market re-
searcher NPD Group. Samsung led
the pack with 17.2% market share,
up from 16.5% a year earlier. The

second-largest maker, LG Elec-
tronics Co., had 14.8% market
share, up from 12.3%.

Samsung’s success comes with
costs. Unlike many of its rivals,
who have increasingly outsourced
production to reduce costs, Sam-
sung has ramped up TV manufac-
turing almost entirely on its own,
relying on outside contractors

only to finish tube TVs in a hand-
ful of less-affluent markets.

Samsung executives say they
prefer to control production for
quality assurance and to keep a
direct eye on costs. But now the
company finds itself in the un-
usual position of having to expand
its own TV factories. “We may
have to invest in some capacity

this year,” says Kim Yang-gyu, a
senior vice president in Samsung’s
display division. Samsung earlier
this month announced plans to in-
vest €100 million ($136 million) to
expand a TV factory in Slovakia.

From the 1970s to 1990s, the
global TV business was shaped by
a handful of global players and lo-
cal brands in many regions. But
the move to flat-panel TVs re-
shaped the map because they’re
easier and less expensive to ship,
resulting in mega-size factories
for TV panels and finished prod-
ucts, mainly in Japan, South Ko-
rea, Taiwan and China.

One person who started his
own TV company during the early
days in 2003, Dan Zubic of Au-
rora, Ill., shifted away from the
consumer market in 2007 because
price competition became too in-
tense.

Today, Mr. Zubic’s Ovideon Inc.
continues to design TVs and have
them built by contract manufac-
turers, but it now sells them to
commercial users, such as offices,
public buildings like airports and
to TV broadcasters and studios.
“The big guys are always there,”
Mr. Zubic says. “We have to find
niches where we have better per-
formance than they do.”

BY EVAN RAMSTAD

The world’s top five manufacturers accounted for 51% of all TV unit sales in the third quarter of 2009.
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Clearing province
could take a month
NATO acknowledge Afghan resistance

KANDAHAR, Afghanistan—Coali-
tion forces say it could take at least
a month to clean out and secure
hotly contested parts of Afghani-
stan’s Helmand province, indicating
the slow if steady pace of progress
as the offensive against the Taliban
enters its second week.

North Atlantic Treaty Organiza-
tion officials had earlier predicted it
could take a month to clear booby
traps and improvised explosives
from Marjah, a center of rebel resis-
tance in Helmand.

Lately officials have acknowl-
edged that troops there are meeting
some pockets of unusually stiff re-
sistance.

U.S. and Afghan troops were con-
verging yesterday on a western
quarter of Marjah, officials said,
where a group of remaining Taliban
had concentrated and were appar-
ently making a stand.

NATO reported one soldier killed
during a shootout in the offensive
Sunday, bringing the number of
NATO dead to 13 since it began its
push into the area.

Separately, a U.S. soldier was
killed early Sunday north of Kanda-
har in southern Afghanistan, a death
that NATO officials said wasn’t re-
lated to the offensive.

That soldier was killed while on
foot patrol by an explosive device
that gravely injured another soldier,
officials said.

General Zahir Azimi, spokesman
for the Afghan ministry of defense,
said yesterday that the offensive is
“on schedule.” He added that NATO
and Afghan forces are proceeding
slowly because they want to avoid
civilian casualties and explosive de-
vices.

But political pressures are also
putting coalition leaders under pres-
sure to show some kind of progress
against the Taliban.

In a setback for NATO, the Dutch
prime minister said that his coun-
try’s 1,600 troops would probably
leave Afghanistan this year because
of domestic opposition to their
presence in the country.

The Dutch, who have been con-
centrated in the relatively stable
province of Uruzgan, have been
lauded by the U.S. State Department
as a stabilizing force in the region
and a possible model for the U.S.
military in its approach to counter-
insurgency.

NATO has lately hailed the arrest
of Taliban leaders in neighboring
Pakistan as a long-awaited sign of
cooperation that could deprive the
Afghan insurgency of a haven.

NATO forces said yesterday that
they captured a suspected Taliban
commander in Helmand as part of
their breakup of a network of Tali-
ban who were ferrying improvised
explosive devices, or IEDs, into the
zone of the offensive, though
Sangin, in northern Helmand.

But other signs remain of persis-
tent cooperation with the Taliban by

Afghan security services even
within Afghanistan’s security ser-
vices, which NATO would like to
stand up for the fight on its own
against the insurgency.

Yesterday, officials in the south-
ern province of Zabul announced
that they had arrested eight police
officers who had deserted and were
trying to flee to Pakistan where they
planned to join insurgents.

BY ALAN CULLISON

A U.S. Marine with Charlie Company guards an abandoned market in the northeastern outskirts of Marjah
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Political pressures are
putting coalition leaders
under pressure to show
some kind of progress.
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Follow the markets throughout the day with updated stock quotes, news and commentary at WSJ.com.
Also, receive email alerts that summarize the day’s trading in Europe and Asia. To sign up, go to WSJ.com/email

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

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

Corn (cents/bu.) CBOT 371.75 2.75 0.75% 714.00 325.00
Soybeans (cents/bu.) CBOT 954.50 -3.00 -0.31% 1,087.50 819.75
Wheat (cents/bu.) CBOT 504.00 4.50 0.90 745.00 472.00
Live cattle (cents/lb.) CME 93.300 0.250 0.27 95.175 85.050
Cocoa ($/ton) ICE-US 3,109 18 0.58 3,514 2,066
Coffee (cents/lb.) ICE-US 137.05 0.65 0.48 190.40 118.30
Sugar (cents/lb.) ICE-US 25.96 0.16 0.62 29.00 11.90
Cotton (cents/lb.) ICE-US 78.98 0.85 1.09 94.00 51.38
Crude palm oil (ringgit/ton) MDEX 2,596.00 -4 -0.15 3,600 1,486
Cocoa (pounds/ton) LIFFE 2,281 18 0.80 2,356 1,475
Robusta coffee ($/ton) LIFFE 1,303 -3 -0.23 1,605 1,300

Copper (cents/lb.) COMEX 337.90 7.35 2.22 355.00 140.00
Gold ($/troy oz.) COMEX 1122.10 3.40 0.30 1,229.00 785.10
Silver (cents/troy oz.) COMEX 1643.90 35.40 2.20 1,949.50 916.00
Aluminum ($/ton) LME 2,104.00 -3.00 -0.14 2,356.50 1,288.00
Tin ($/ton) LME 16,930.00 255.00 1.53 18,250.00 9,945.00
Copper ($/ton) LME 7,222.00 112.00 1.58 7,695.00 3,171.00
Lead ($/ton) LME 2,318.00 52.00 2.29 2,615.00 995.00
Zinc ($/ton) LME 2,287.00 10.50 0.46 2,659.00 1,086.00
Nickel ($/ton) LME 20,300 unch. unch. 21,150 9,475

Crude oil ($/bbl.) NYMEX 80.06 0.64 0.81 116.70 51.00
Heating oil ($/gal.) NYMEX 2.0794 0.0172 0.83 3.4750 1.3939
RBOB gasoline ($/gal.) NYMEX 2.2004 0.0194 0.89 2.2972 1.4475
Natural gas ($/mmBtu) NYMEX 5.057 -0.107 -2.07 10.800 4.595
Brent crude ($/bbl.) ICE-EU 78.19 0.41 0.53 83.58 51.55
Gas oil ($/ton) ICE-EU 631.00 6.50 1.04 688.00 502.25

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

Currencies London close on Feb. 19
Per In

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

Argentina peso-a 5.2147 0.1918 3.8590 0.2591
Brazil real 2.4506 0.4081 1.8135 0.5514
Canada dollar 1.4137 0.7073 1.0462 0.9558

1-mo. forward 1.4138 0.7073 1.0463 0.9558
3-mos. forward 1.4140 0.7072 1.0464 0.9557
6-mos. forward 1.4142 0.7071 1.0465 0.9556

Chile peso 718.96 0.001391 532.05 0.001880
Colombia peso 2605.98 0.0003837 1928.50 0.0005185
Ecuador US dollar-f 1.3513 0.7400 1 1
Mexico peso-a 17.3683 0.0576 12.8530 0.0778
Peru sol 3.8519 0.2596 2.8505 0.3508
Uruguay peso-e 26.553 0.0377 19.650 0.0509
U.S. dollar 1.3513 0.7400 1 1
Venezuela bolivar 5.80 0.172314 4.29 0.232848

ASIA-PACIFIC
Australia dollar 1.5119 0.6614 1.1189 0.8938
China yuan 9.2325 0.1083 6.8323 0.1464
Hong Kong dollar 10.4955 0.0953 7.7670 0.1287
India rupee 62.5179 0.0160 46.2650 0.0216
Indonesia rupiah 12621 0.0000792 9340 0.0001071
Japan yen 124.33 0.008043 92.01 0.010869

1-mo. forward 124.31 0.008044 91.99 0.010870
3-mos. forward 124.26 0.008047 91.96 0.010875
6-mos. forward 124.17 0.008053 91.89 0.010882

Malaysia ringgit-c 4.6089 0.2170 3.4108 0.2932
New Zealand dollar 1.9439 0.5144 1.4385 0.6952
Pakistan rupee 114.455 0.0087 84.700 0.0118
Philippines peso 62.396 0.0160 46.175 0.0217
Singapore dollar 1.9099 0.5236 1.4134 0.7075
South Korea won 1558.32 0.0006417 1153.20 0.0008672
Taiwan dollar 43.350 0.02307 32.080 0.03117
Thailand baht 44.843 0.02230 33.185 0.03013

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

Euro zone euro 1 1 0.7400 1.3513
1-mo. forward 1.0000 1.0000 0.7401 1.3512
3-mos. forward 1.0002 0.9998 0.7401 1.3511
6-mos. forward 1.0005 0.9995 0.7404 1.3506

Czech Rep. koruna-b 25.740 0.0388 19.049 0.0525
Denmark krone 7.4430 0.1344 5.5080 0.1816
Hungary forint 271.19 0.003687 200.69 0.004983
Norway krone 8.0920 0.1236 5.9883 0.1670
Poland zloty 4.0051 0.2497 2.9639 0.3374
Russia ruble-d 40.631 0.02461 30.068 0.03326
Sweden krona 9.8571 0.1015 7.2945 0.1371
Switzerland franc 1.4644 0.6829 1.0837 0.9228

1-mo. forward 1.4641 0.6830 1.0835 0.9229
3-mos. forward 1.4634 0.6833 1.0830 0.9234
6-mos. forward 1.4623 0.6839 1.0821 0.9241

Turkey lira 2.0563 0.4863 1.5218 0.6571
U.K. pound 0.8767 1.1407 0.6488 1.5414

1-mo. forward 0.8769 1.1404 0.6489 1.5411
3-mos. forward 0.8772 1.1400 0.6492 1.5404
6-mos. forward 0.8777 1.1393 0.6495 1.5395

MIDDLE EAST/AFRICA
Bahrain dinar 0.5094 1.9630 0.3770 2.6526
Egypt pound-a 7.4213 0.1347 5.4920 0.1821
Israel shekel 5.1122 0.1956 3.7832 0.2643
Jordan dinar 0.9564 1.0456 0.7078 1.4129
Kuwait dinar 0.3919 2.5516 0.2900 3.4480
Lebanon pound 2037.08 0.0004909 1507.50 0.0006634
Saudi Arabia riyal 5.0670 0.1974 3.7498 0.2667
South Africa rand 10.3831 0.0963 7.6838 0.1301
United Arab dirham 4.9633 0.2015 3.6730 0.2723

SDR -f 0.8863 1.1283 0.6559 1.5246

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.

58 EUROPE DJ Stoxx 600 250.30 1.16 0.46% -1.1% 41.5%

23 DJ Stoxx 50 2522.34 11.35 0.45 -2.2 39.0

70 Euro Zone DJ Euro Stoxx 262.31 1.52 0.58 -4.5 39.3

21 DJ Euro Stoxx 50 2793.37 15.07 0.54 -5.8 38.9

28 Austria ATX 2573.19 11.19 0.44 3.1 75.6

14 Belgium Bel-20 2527.73 9.32 0.37 0.6 45.2

... Czech Republic PX 1150.0 8.5 0.74 2.9 77.4

... Denmark OMX Copenhagen 336.42 -0.02 -0.01% 6.6 46.8

20 Finland OMX Helsinki 6672.06 12.60 0.19 3.3 45.3

16 France CAC-40 3769.54 21.71 0.58 -4.2 37.0

20 Germany DAX 5722.05 41.64 0.73 -4.0 42.5

... Hungary BUX 21344.89 -29.77 -0.14 0.6 105.6

16 Ireland ISEQ 2967.42 -2.07 -0.07 -0.3 42.9

14 Italy FTSE MIB 21772.33 86.21 0.40 -6.3 40.2

... Netherlands AEX 325.60 1.30 0.40 -2.9 42.1

13 Norway All-Shares 403.43 4.14 1.04 -4.0 58.8

17 Poland WIG 38650.00 63.48 0.16 -3.3 77.0

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

13 Portugal PSI 20 7719.68 66.68 0.87 -8.8 28.2

... Russia RTSI 1423.13 12.28 0.87% -0.3 175.1

10 Spain IBEX 35 10676.7 102.5 0.97 -10.6 40.4

15 Sweden OMX Stockholm 302.47 3.14 1.05 1.0 53.7

14 Switzerland SMI 6709.68 72.39 1.09 2.5 38.3

11 Turkey ISE National 100 53318.97 869.17 1.66 0.9 126.1

13 U.K. FTSE 100 5358.17 33.08 0.62 -1.0 37.8

50 ASIA-PACIFIC DJ Asia-Pacific 117.89 -2.46 -2.04% -4.2 49.0

... Australia SPX/ASX 200 4635.06 -19.85 -0.43 -4.8 36.2

27 China CBN 600 26845.32 Closed -7.6 38.6

18 Hong Kong Hang Seng 19894.02 -528.13 -2.59 -9.0 56.7

19 India Sensex 16191.63 -136.21 -0.83 -7.3 83.1

... Japan Nikkei Stock Average 10123.58 -212.11 -2.05 -4.0 36.5

... Singapore Straits Times 2757.14 -12.05 -0.44 -4.8 72.9

11 South Korea Kospi 1593.90 -27.29 -1.68 -5.3 49.5

19 AMERICAS DJ Americas 295.20 0.47 0.16 -0.4 51.4

... Brazil Bovespa 67597.43 -238.65 -0.35 -1.4 74.6

20 Mexico IPC 32172.11 1.32 ... 0.2 75.6

*P/E ratios use trailing 12-months, as-reported earnings
Note: Americas index data are as of 5:00 p.m. ET. Sources: Thomson Reuters; WSJ Market Data Group

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

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

Australia 1.1189 1.7246 1.0325 0.1534 0.0372 0.1868 0.0122 0.2957 1.5119 0.2031 1.0695 ...

Canada 1.0462 1.6126 0.9654 0.1434 0.0348 0.1747 0.0114 0.2765 1.4137 0.1899 ... 0.9350

Denmark 5.5080 8.4900 5.0826 0.7551 0.1832 0.9198 0.0599 1.4559 7.4430 ... 5.2648 4.9228

Euro 0.7400 1.1407 0.6829 0.1015 0.0246 0.1236 0.0080 0.1956 ... 0.1344 0.7073 0.6614

Israel 3.7832 5.8314 3.4910 0.5186 0.1258 0.6318 0.0411 ... 5.1122 0.6869 3.6161 3.3812

Japan 92.0050 141.8165 84.8990 12.6129 3.0599 15.3641 ... 24.3194 124.3264 16.7039 87.9421 82.2295

Norway 5.9883 9.2304 5.5258 0.8209 0.1992 ... 0.0651 1.5829 8.0920 1.0872 5.7239 5.3520

Russia 30.0683 46.3473 27.7460 4.1221 ... 5.0212 0.3268 7.9478 40.6313 5.4590 28.7405 26.8735

Sweden 7.2945 11.2437 6.7311 ... 0.2426 1.2181 0.0793 1.9281 9.8571 1.3243 6.9724 6.5195

Switzerland 1.0837 1.6704 ... 0.1486 0.0360 0.1810 0.0118 0.2865 1.4644 0.1968 1.0358 0.9686

U.K. 0.6488 ... 0.5987 0.0889 0.0216 0.1083 0.0071 0.1715 0.8767 0.1178 0.6201 0.5798

U.S. ... 1.5414 0.9228 0.1371 0.0333 0.1670 0.0109 0.2643 1.3513 0.1816 0.9558 0.8937

Source: Thomson Reuters via WSJ Market Data Group

MSCI indexes
Developed and emerging-market regional and country indexes
from MSCI Barra as of February 19, 2010

Price-to- LOCAL-CURRENCY
Dividend earnings PERFORMANCE

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

2.40% 26 ALL COUNTRY (AC) WORLD* 291.03 -0.37% -2.8% 39.9%

2.50 27 World (Developed Markets) 1,138.94 -0.45 -2.5 35.8

2.30 29 World ex-EMU 135.07 -0.47 -1.2 36.2

2.40 31 World ex-UK 1,136.69 -0.46 -2.3 35.4

3.00 27 EAFE 1,505.76 -0.19 -4.7 35.0

2.10 20 Emerging Markets (EM) 943.11 0.21 -4.7 78.1

3.40 17 EUROPE 86.51 0.61 -2.0 29.3

3.60 20 EMU 162.61 -0.33 -9.9 33.4

3.20 22 Europe ex-UK 93.67 0.62 -3.1 28.3

4.40 15 Europe Value 95.96 0.52 -3.5 32.4

2.40 20 Europe Growth 75.75 0.69 -0.6 26.5

2.20 28 Europe Small Cap 160.48 0.38 2.1 56.7

1.80 18 EM Europe 283.82 -0.94 1.9 93.4

3.60 12 UK 1,580.97 0.91 -1.7 28.7

2.60 26 Nordic Countries 140.88 0.44 3.4 46.0

1.30 20 Russia 724.83 -1.00 -2.9 91.0

2.50 16 South Africa 696.68 0.05 -1.5 25.0

2.60 22 AC ASIA PACIFIC EX-JAPAN 395.56 0.52 -5.0 73.3

1.70 -36 Japan 566.29 -0.03 -0.4 15.7

2.00 19 China 60.41 -0.68 -6.8 61.4

1.00 20 India 668.04 -0.59 -5.5 84.2

1.10 16 Korea 460.51 -0.44 -4.2 43.9

2.60 232 Taiwan 269.24 0.00 -9.0 68.7

1.90 32 US BROAD MARKET 1,233.33 -0.65 -0.3 37.1

1.40 602 US Small Cap 1,693.21 -0.73 1.3 51.5

2.70 17 EM LATIN AMERICA 3,951.91 -1.26 -4.0 90.8

*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 and Dow Jones Stoxx Indexes
Price-to-

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

2.18% 20 DJ Global Index -a 219.84 -0.49% 51.4%

1.94 20 Global Dow 1319.50 0.08% 39.1% 1893.58 -0.75 49.0

2.53 58 Stoxx 600 250.30 0.46 41.5 252.59 -0.37 51.5

2.63 42 Stoxx Large 200 266.60 0.49 39.1 267.61 -0.34 49.0

2.10 -86 Stoxx Mid 200 236.50 0.48 50.5 237.34 -0.36 61.2

1.98 -62 Stoxx Small 200 151.20 0.01 60.5 151.72 -0.82 71.9

2.58 70 Euro Stoxx 262.30 0.58 39.3 264.72 -0.25 49.2

2.67 54 Euro Stoxx Large 200 277.70 0.60 38.3 278.55 -0.23 48.1

2.13 -688 Euro Stoxx Mid 200 246.90 0.67 38.5 247.53 -0.16 48.3

2.18 -54 Euro Stoxx Small 200 164.30 0.11 58.7 164.57 -0.72 70.0

4.09 18 Stoxx Select Dividend 30 1427.60 0.38 38.9 1650.91 -0.45 48.7

3.67 25 Euro Stoxx Select Div 30 1701.10 0.56 50.4 1974.75 -0.28 61.1

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

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

4.16% 15 U.S. Select Dividend -d 660.93 0.62% 53.7%

3.72 15 Infrastructure 1543.90 1.12% 31.0% 1988.93 0.28 40.3

1.20 46 Luxury 903.90 1.39 70.4 1035.51 0.55 82.6

6.36 6 BRIC 50 430.20 -0.03 79.3 554.25 -0.86 92.1

2.84 15 Africa 50 809.70 0.31 48.0 694.46 -0.52 58.5

3.57 17 GCC 1371.92 -0.12 28.1

2.62 18 Sustainability 845.50 0.24 41.7 964.63 -0.59 51.8

2.10 15 Islamic Market -a 1929.72 -0.41 46.2

2.39 16 Islamic Market 100 1788.40 0.40 25.8 2068.10 -0.44 34.8

3.88 17 Islamic Turkey -c 3027.90 0.70 68.1
1.77 25 DJ U.S. TSM 11499.54 0.26 47.4

DJ-UBS Commodity 137.40 1.32 22.4 134.84 0.48 31.1

*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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Egypt tightens Gaza barrier
Closing off smuggling tunnels threatens delicate balance for Hamas since war’s end

RAFAH, Gaza Strip—Egypt is
pressing ahead with construction of
an underground barrier between it
and the Palestinian-controlled Gaza
Strip, an effort to close more than
1,000 smuggling tunnels—the en-
clave’s only significant trading chan-
nel to the outside world.

The move by Cairo threatens to
harden a blockade of Gaza, put in
place by Egypt and Israel after
Hamas won Palestinian-wide elec-
tions in 2006. The siege was tight-
ened in 2007 when the militants
took control of Gaza in a bloody
rout of its rival Palestinian faction,
Fatah.

The tunnels have allowed Hamas
to avoid the worst impact of the
blockade. If the Egyptian barrier
successfully shuts this lifeline to the
outside world, it could threaten a
delicate status quo that has grown
up here since the Gaza War ended in
January 2009.

That war began when Hamas re-
sumed launching rockets at Israel in
late 2008 after a six-month cease-
fire because Hamas felt Israel hadn’t
lived up to its end of the bargain by

relaxing the siege.
Israel responded with a 23-day

assault because it was neither will-
ing to tolerate more rocket fire nor
open up the border crossings as
Hamas wanted. Thus the tunnel
boom after the war—although it al-
lowed Hamas to rearm—also let
both sides avoid making difficult
compromises without enduring a
humanitarian crisis or more vio-
lence. Last year was one of the least
violent years in memory along the
border.

Egypt has long helped to enforce
the siege by keeping official border
crossings with Gaza mostly closed,
but it turned a blind eye to tunnel
trade. Last year, Cairo had a change
of heart after a series of incidents
led Egyptian security officials to
conclude that the tunnels were at-
tracting groups and individuals to
its territory that could pose a threat
to Egypt itself.

In April, Egyptian authorities ar-
rested a group of Hezbollah opera-
tives, whom it accused of planning
to target Suez Canal shipping,
among other things.

“It came to the attention of our
security services that those tunnels
were being used in ways that
threaten Egyptian security,” said
Hossam Zaki, a foreign ministry
spokesman.

Egypt began work on the border
fortifications around the start of the
year. That coincided with the col-
lapse of Egypt-brokered talks be-
tween Hamas and Fatah. Egypt has
blamed Hamas for the collapse of
the talks, which are seen as a step-
ping stone to any Israeli-Palestinian
peace accord.

Israel has praised Egypt’s
stepped-up efforts to combat smug-
gling. Egypt says its security was
threatened by a growing flow of il-
licit goods and militants through its
territory.

Recent Palestinian anger at the

Egyptian construction has turned
violent, including a Jan. 6 shooting
that left an Egyptian border guard
dead, allegedly by a Palestinian
sniper.

The tunnels were dug in the
1980s to smuggle drugs, weapons
and other illicit goods into Gaza.
But in the past year or two, they
have blossomed into what is essen-
tially a regulated port of entry for
the Hamas-administered Gaza gov-
ernment, through which 80% of the
enclave’s imports arrive, according
to United Nations officials. Without
the tunnels, Gazans would have no
reliable means of getting goods.
“We feel pain and anger towards
Egypt over the steel wall on our
border,” said Ismail Haniya, prime
minister of the Hamas-led govern-
ment in Gaza.

Maj. Rafaat Salama, commander
of a newly formed police unit re-
sponsible for overseeing the tunnels
offers a window onto the tunnels’
evolving role.

The unit was established in Au-
gust and has since doubled to 300
members. A longtime Hamas fighter,
Maj. Salama joined the Palestinian
police in 2006 after Hamas’s victory
in Palestinian elections. At the time,
Israel and Egypt—with U.S. back-
ing—limited the flow of goods into
Gaza, in a move to pressure the
group, which is designated a terror
group by Washington and Israel.

After the putsch in 2007, Maj.
Salama was named deputy police
chief in Rafah. Egypt and Israel
tightened their blockade, allowing
only carefully vetted humanitarian
aid through official overland routes.

The tunnel business boomed.
Hamas at first adopted a hands-

off approach to the tunnels, and Pal-
estinian operators saw opportunity.
In 2008, they began courting promi-
nent Gaza City businessmen as in-
vestors and customers in new tun-
nels.

Along with basic commodities
and consumer goods, Hamas and
other militant groups used the tun-
nels to import weapons.

In December 2008, in response
to rocket attacks by Gaza-based mil-
itants on southern Israel, Israel
launched its 23-day assault. In the
war’s aftermath, Israel further tight-
ened its siege.

But demand for reconstruction
material soared. More tunnels
sprung up. As the government be-
gan to police and regulate the tun-
nels trade, businessmen who once
shunned them reconsidered.

In a tailored sports coat and but-
ton-down oxford shirt, Gaza-based
cement wholesaler Abdel Salam al-
Masry says he is no smuggler. But
sensing a surge in cement demand
after the war, he took his first trip
to the tunnels in February 2009.

“I came down and started asking
a lot of questions,” he says. Today,
he says he brings an average of 150
to 200 tons of cement, ordered from
Turkish and Egyptian companies,
through three different tunnels each
day.

He pays $100 a ton for the ce-
ment to suppliers and $150 more to
tunnel owners. He resells the ce-
ment in Gaza at a $10
markup—about $260 a ton. Tunnel
owners, in turn, pay about $2,500 in
annual fees to the Rafah municipal-
ity for each tunnel.

In November, Maj. Salama was
named commander of the tunnels
unit. Today, the onetime militant is
a bleary-eyed bureaucrat, acting as
chief customs official, tunnel safety
inspector, and arbiter of labor dis-
putes.

Egypt has provided few details
on the exact nature of its barrier.
Mr. Zaki said it is an “underground
construction” that will be completed
within a year. He said it will stop at
least 60% of the contraband going
to Gaza.

BY CHARLES LEVINSON
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IDFC chief
expects power
to give a surge
to India future

MUMBAI—Indian borrowing to
build infrastructure has rebounded
and will continue to expand as the
government and companies build
bridges, roads and power plants at
an unprecedented pace, confident
that the worst of the global debt
crisis has passed, said the chief ex-
ecutive of India’s largest infrastruc-
ture-financing company.

In an interview, Rajiv Lall, chief
executive of Infrastructure Devel-
opment Finance Co., said much of
the surge in business is coming
from the power sector.

“The pipeline for privately spon-
sored power-generation projects is
absolutely humongous,” he said.
“We are generally conservative as
an organization, [but] I think we
have now come to the conclusion
that power generation is going to be
the next telecom of the Indian infra-
structure story.”

India has experienced a revolu-
tion in its telecommunications infra-
structure during the past five years
as billions of dollars of investment
in cellular networks have brought
phone service to hundreds of mil-
lions of Indians who never had
phones.

The energy industry in India has
at last reached a tipping point, said
Mr. Lall, with better government
regulations, smart financing and
private companies that can build the
megaprojects lined up to bring a
wave of new generation capacity to
the subcontinent.

He estimates $20 billion a year
will be spent on new power plants
over the next four years, adding at
least 30% to India’s power generat-
ing capacity.

From almost no net-profit
growth in the fiscal year ended
March 31, 2009, IDFC expects about
20% growth this year and 30% next
year, he said.

The country’s return to a rapid
buildup of infrastructure is crucial.

The growth that India needs to
lift more of its citizens out of pov-
erty is getting choked by regular
blackouts and clogged roads, as well
as lack of schools and hospitals for
its population of more than one bil-
lion. When the global debt crisis
forced IDFC to almost freeze new
lending in late 2008, IDFC’s profit
growth decelerated to next to noth-
ing.

In the third quarter ended Dec.
31, its net profit soared 46% from a
year earlier to 2.7 billion rupees
($58.5 million).

To keep the momentum going,
IDFC and its Indian infrastructure
peers need the government to be-
come more efficient at executing big
projects, Mr. Lall said.

One area they need deregulated
further: all the rules connected to
acquiring land for infrastructure
projects.

“How land is aggregated, how it
is made available for the purpose of
infrastructure development. There’s
a huge amount of murky, political
economy that underlies, underpins
the whole process,” he said. “Simpli-
fication of that—which is a very dif-
ficult thing to do, given the political
economy of that process—is some-
thing that we really, really need to
work on.”

—Arlene Chang contributed to
this article.

BY ERIC BELLMAN

A Palestinian worker rests inside a smuggling tunnel, left. Metal slabs lay on the ground last month on the Egyptian side of the border where Cairo has started
building its barrier.
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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: 12/1 0.88 100.56% 0.01% 1.00 0.65 0.83

Eur. High Volatility: 12/1 1.35 98.44 0.01 1.76 0.92 1.30

Europe Crossover: 12/1 4.87 100.49 0.05 6.15 3.79 4.95

Asia ex-Japan IG: 12/1 1.19 99.14 0.01 1.34 0.87 1.07

Japan: 12/1 1.48 97.79 0.01 1.68 0.99 1.35

Note: Data as of February 18

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

In percentage points
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Hedge funds
Dow Jones TOTAL RETURN for rolling periods, net of fees*
Hedge Benchmark One week One month One quarter Year to date One year

Merger Arbitrage 0.28% -1.54% -0.6% -1.6% 4.3%

Event Driven 0.74 -1.41 0.9 -0.5 13.2

Equity Long/Short 1.11 -1.39 2.3 0.6 4.1

*Estimates as of 02/18/10, after fees; Source: www.djhedgefundindexes.com

Tracking
credit
markets �
dealmakers

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

WSJ.com

Dow Jones Industrial Average P/E: 16
LAST: 10402.35 s 9.45, or 0.09%

YEAR TO DATE: t 25.70, or 0.2%

OVER 52 WEEKS s 3,036.68, or 41.2%

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

Market value, Previous
in billions close, in STOCK PERFORMANCE

Company Country Industry of US$ local currency Previous session 52-week Three-year

Daimler Germany Automobiles $46.3 32.30 2.56% 57.9% -40.0%

British Amer Tob U.K. Tobacco 69.4 22.25 2.53 28.5 40.5

Nestle Switzerland Food Products 177.5 52.70 2.43 34.6 10.0

Unilever Netherlands Food Products 52.8 22.79 1.97 48.3 13.7

Soc. Generale France Banks 39.7 39.70 1.86 86.3 -66.1

Anglo Amer U.K. General Mining $50.8 24.58 -1.78% 139.3 -8.4

AXA France Full Line Insurance 47.1 15.41 -1.50 90.5 -53.0

Rio Tinto U.K. General Mining 80.6 34.14 -0.78 128.3 42.2

ING Groep Netherlands Life Insurance 35.7 6.84 -0.73 120.5 -73.4

GlaxoSmithKline U.K. Pharmaceuticals 108.8 12.35 -0.68 8.6 -14.8

...And the rest of Europe's blue chips
Latest,

Market value, in local STOCK PERFORMANCE
Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

BNP Paribas 84.9 53.08 1.59% 134.2% -33.7%
France (Banks)
SAP 54.5 32.91 1.57 25.6 -5.6
Germany (Software)
Novartis 146.1 59.90 1.53 25.8 -17.0
Switzerland (Pharmaceuticals)
GDF Suez 84.1 27.56 1.34 7.5 -19.2
France (Multiutilities)
Barclays 54.9 3.12 1.28 228.0 -59.4
U.K. (Banks)
Deutsche Bk 40.2 47.91 1.27 161.1 -54.9
Germany (Banks)
Astrazeneca 63.4 28.30 1.16 14.9 -2.8
U.K. (Pharmaceuticals)
Intesa Sanpaolo 43.3 2.70 1.03 51.8 -52.5
Italy (Banks)
Banco Santander 111.2 10.09 1.00 105.1 -25.6
Spain (Banks)
Iberdrola 43.0 6.06 1.00 11.0 -29.7
Spain (Conventional Electricity)
Deutsche Telekom 57.5 9.75 0.98 3.6 -29.3
Germany (Mobile Telecommunications)
Diageo 45.6 10.71 0.94 24.4 2.8
U.K. (Distillers & Vintners)
Roche Hldg Pt. Ct. 119.3 184.00 0.93 30.1 -18.0
Switzerland (Pharmaceuticals)
HSBC Hldgs 185.4 6.91 0.88 66.2 -11.8
U.K. (Banks)
BP 185.2 5.81 0.73 25.7 8.7
U.K. (Integrated Oil & Gas)
France Telecom 61.3 17.12 0.71 -1.7 -20.2
France (Fixed Line Telecommunications)
BHP Billiton 69.8 20.29 0.64 76.1 83.2
U.K. (General Mining)
E.ON 72.8 26.93 0.56 24.6 -25.0
Germany (Multiutilities)
Vodafone Grp 127.8 1.42 0.53 13.5 -2.5
U.K. (Mobile Telecommunications)
Sanofi-Aventis 97.2 54.71 0.51 23.0 -17.9
France (Pharmaceuticals)

Latest,
Market value, in local STOCK PERFORMANCE

Company/Country (Industry) in billions (U.S) currency Latest 52-week Three-year

L.M. Ericsson Tel B 29.8 72.80 0.48% -2.0% -43.8%
Sweden (Telecommunications Equipment)
Bayer 57.0 51.01 0.47 24.4 14.4
Germany (Specialty Chemicals)
Banco Bilbao Vizcaya 51.8 10.22 0.44 78.5 -45.9
Spain (Banks)
Telefonica 111.3 17.50 0.40 27.8 3.3
Spain (Fixed Line Telecommunications)
ABB 45.7 21.34 0.28 62.0 1.3
Switzerland (Industrial Machinery)
Siemens 80.7 65.34 0.26 56.0 -22.7
Germany (Diversified Industrials)
Nokia 50.0 9.89 0.25 22.2 -43.0
Finland (Telecommunications Equipment)
Royal Dutch Shell A 98.2 20.49 0.24 9.9 -19.5
U.K. (Integrated Oil & Gas)
ArcelorMittal 60.9 28.86 0.17 69.8 -27.0
Luxembourg (Iron & Steel)
BASF 52.2 42.06 0.13 93.5 6.3
Germany (Commodity Chemicals)
UniCredit 51.7 1.98 0.10 173.9 -65.8
Italy (Banks)
BG Grp 65.3 11.83 0.04 20.4 64.8
U.K. (Integrated Oil & Gas)
Total 136.4 42.99 -0.02 13.9 -18.7
France (Integrated Oil & Gas)
Assicurazioni Genli 35.5 16.85 -0.12 33.1 -43.5
Italy (Full Line Insurance)
ENI 92.4 17.07 -0.12 6.8 -28.1
Italy (Integrated Oil & Gas)
Allianz SE 50.3 82.24 -0.40 56.9 -49.9
Germany (Full Line Insurance)
UBS 48.0 14.61 -0.41 32.8 -78.4
Switzerland (Banks)
RWE 45.8 64.75 -0.46 19.4 -17.5
Germany (Multiutilities)
Tesco 52.4 4.28 -0.53 24.1 -4.1
U.K. (Food Retailers & Wholesalers)
Credit Suisse Grp 51.7 47.29 -0.65 72.1 -48.2
Switzerland (Banks)

Sources: Dow Jones Indexes; WSJ Market Data Group

DJIA component stocks
Volume, CHANGE

Stock Symbol in millions Latest Points Percentage

AT&T T 32.50 $25.10 -0.14 -0.55%
Alcoa AA 27.50 13.53 -0.08 -0.59
AmExpress AXP 8.70 39.06 -0.09 -0.23
BankAm BAC 184.20 15.88 0.00 0.00
Boeing BA 7.10 63.59 0.70 1.11
Caterpillar CAT 7.70 58.25 0.44 0.76
Chevron CVX 12.40 74.05 0.43 0.58
CiscoSys CSCO 36.00 24.36 0.08 0.33
CocaCola KO 8.90 55.72 -0.19 -0.34
Disney DIS 12.00 31.23 0.21 0.68
DuPont DD 6.60 34.03 0.41 1.22
ExxonMobil XOM 22.80 65.87 -0.09 -0.14
GenElec GE 61.70 16.17 -0.07 -0.43
HewlettPk HPQ 15.80 50.79 -0.02 -0.04
HomeDpt HD 17.90 30.15 -0.15 -0.50
Intel INTC 38.50 20.82 -0.02 -0.10
IBM IBM 5.80 127.19 -0.62 -0.49
JPMorgChas JPM 37.70 40.03 -0.38 -0.94
JohnsJohns JNJ 13.30 63.81 -0.23 -0.36
KftFoods KFT 14.20 28.92 0.11 0.38
McDonalds MCD 5.30 64.74 0.26 0.40
Merck MRK 11.20 37.49 0.20 0.54
Microsoft MSFT 40.20 28.77 -0.20 -0.69
Pfizer PFE 48.00 17.99 0.26 1.47
ProctGamb PG 9.40 63.45 0.06 0.09
3M MMM 3.00 81.52 0.41 0.51
TravelersCos TRV 5.10 52.88 0.14 0.27
UnitedTech UTX 5.00 68.52 0.41 0.60
Verizon VZ 17.40 29.02 -0.13 -0.45

WalMart WMT 14.40 53.49 0.02 0.04

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

TUI 910 –26 –1 63

DSG Intl 687 –26 75 159

Cable Wireless 315 –20 –35 37

HeidelbergCement 364 –19 16 96

M real 884 –18 –9 –42

UPC Hldg 550 –16 –25 –18

Virgin Media Fin 382 –14 –25 –29

Fiat 393 –13 27 98

Brit Awys 488 –12 –18 ...

Alcatel Lucent 669 –12 –2 67

And the most deterioration
CHANGE, in basis points

Yesterday Yesterday Five-day 28-day

Accor 169 3 5 2

Daimler 112 4 12 27

Cap Gemini 119 4 5 14

Rep Iceland 575 4 –41 –4

Brit Telecom 139 5 18 22

Old Mut 222 6 7 13

C de Aho Vlncia Castlln
Alicnte Bcaja 444 7 2 56

Hellenic Rep 357 8 5 18

Rank Gp 214 10 9 33

Ladbrokes 248 15 19 48

Source: Markit Group

BLUE CHIPS � BONDS

Europe, Middle East & Africa: Bank revenues from equity capital markets

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

Source: Dealogic
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Arrest of prosecutor stresses Turkey
Move inflames long-running battle between ruling party and judiciary charged with enforcing the constitution

ISTANBUL—Political tensions in
Turkey escalated last week after one
senior Turkish prosecutor arrested
another, stoking a power struggle
between the religious conservative
government and secular establish-
ment.

The chief public prosecutor of
Erzincan in northeastern Turkey
was arrested Wednesday. According
to state news agency Anadolu
Ajansi, he was charged with miscon-
duct, intimidation and being a mem-
ber of an alleged terrorist conspir-
acy to topple the government.

The arrest was ordered by a spe-
cial prosecutor pursuing a case
against the alleged conspiracy—an
effort that critics say has widened
into a national crackdown on oppo-
nents of Turkey’s ruling Justice and
Development party, or AKP. The ar-
rested prosecutor, Ilhan Cilhaner,
had previously opened an investiga-
tion into religious sects.

Mr. Cilhaner’s arrest inflamed
the long-running battle between the
AKP and Turkey’s judiciary, which is
charged with enforcing the coun-
try’s strongly secular constitution.
Many critics of the AKP see the
country’s basic law as deeply flawed
but also the last defense against a
government with Islamist roots they
believe threatens modern Turkey’s
secular foundations.

The country’s Supreme Board of
Judges and Prosecutors, backed by
Turkey’s top courts, protested Mr.
Cilhaner’s arrest, stripping power
from the special prosecutor and
three other prosecutors involved.

In response, President Abdullah
Gül called for rapid reform of the ju-
diciary. Deputy Prime Minister Bül-
ent Arınç, in comments Thursday,
called the prosecutors’ demotion a
“judicial coup.” He said the govern-
ment might call a referendum on
whether to rewrite the constitution.

Any attempt to do so could
prove explosive. The EU and many
Turks back changing the constitu-
tion, which was drafted in the early
1980s, in the wake of a military
coup.

The basic law includes clauses
that have been widely used to re-
press ethnic and religious minorities
in Turkey, as well as free speech.
But critics of the AKP fear the docu-
ment would be rewritten to reshape
the nation in line with the party’s
religious beliefs.

“The rule of law itself is under
threat,” Deniz Baykal, leader of the
main opposition Republican People’s
Party, told reporters Thursday. He
accused AKP sympathizers in the ju-
diciary of acting as hit men to crush
secularist colleagues. “It’s the first
time in our history that a court
storms another court.”

Turkey’s chief prosecutor said he
would examine whether the govern-
ment was applying improper pres-
sure on the judiciary. If the coun-
try’s courts agree that the party is
in conflict with the constitution and
threatens the state’s foundations,
they could rule to shut it down,
though such an outcome for now ap-
pears unlikely.

Analysts said investors didn’t
appear to react to Mr. Cilhaner’s ar-
rest, believing the two sides would
continue to avoid escalating the
conflict. The top 100 companies on
the Istanbul stock exchange closed
up 1.66% Friday, after falling with
global markets during the week.

Standard & Poor’s went ahead with
a widely expected upgrade of Tur-
key’s sovereign credit rating to BB
on Friday, citing a strong financial
sector and solid fiscal polices.

Tensions between the judiciary
and AKP run deep. Turkey’s courts
banned the AKP’s predecessor Is-
lamic parties and sought to ban the
AKP in 2007. Turkish courts blocked
the government’s attempt to lift re-
strictions on the wearing of head
scarves in universities. The revela-
tion last fall that the government
was tapping the phones of senior
judges caused further bad blood.

More broadly, Turkey’s religious
and secularist elites have been en-
gaged in a bloodless, virtual civil
war since 2007.

BY MARC CHAMPION

Turkey’s judiciary, which enforces the constitution, is facing off against the ruling AKP and President Gül, seated center.
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You don’t want a
capital market that
functions perfectly if
you’re in my business.
– Warren buFFeTT, ceo, berKsHire HaTHaWay

as quoted in FORTUNE’s 4.28.08 issue

“

”

Business Needs
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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 02/18 GBP 8.12 -1.4 28.6 -3.2
Andfs. Borsa Global GL EQ AND 02/18 EUR 6.33 -2.7 19.0 -14.0
Andfs. Emergents GL EQ AND 02/18 USD 16.71 -3.7 79.3 -7.6
Andfs. Espanya EU EQ AND 02/18 EUR 12.32 -11.4 31.3 -10.6
Andfs. Estats Units US EQ AND 02/18 USD 14.68 -2.2 30.0 -10.6
Andfs. Europa EU EQ AND 02/18 EUR 7.37 -6.0 26.9 -12.3
Andfs. Franca EU EQ AND 02/18 EUR 9.20 -5.5 23.5 -12.8
Andfs. Japo JP EQ AND 02/18 JPY 504.55 -1.3 31.6 -14.0
Andfs. Plus Dollars US BA AND 02/18 USD 9.37 -0.8 15.9 -5.2
Andfs. RF Dolars US BD AND 02/18 USD 11.51 0.7 15.0 0.2
Andfs. RF Euros EU BD AND 02/18 EUR 10.94 1.0 22.7 -0.1
Andorfons EU BD AND 02/18 EUR 14.58 0.6 26.8 -1.3
Andorfons Alternative Premium OT OT AND 12/31 EUR 98.97 7.1 7.1 -7.7
Andorfons Mix 30 EU BA AND 02/18 EUR 9.52 -0.4 25.0 -7.1
Andorfons Mix 60 EU BA AND 02/18 EUR 9.11 -1.7 22.6 -12.9

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 AS EQ MUS 02/11 USD 293026.41 6.7 123.6 12.1

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 02/19 EUR 9.19 0.2 -4.9 -3.1
DJE-Absolut P GL EQ LUX 02/19 EUR 203.83 -0.5 20.8 -6.3
DJE-Alpha Glbl P EU BA LUX 02/19 EUR 175.14 -1.7 19.2 -4.6
DJE-Div& Substanz P GL EQ LUX 02/19 EUR 216.13 0.5 27.4 -2.1
DJE-Gold&Resourc P OT EQ LUX 02/19 EUR 170.87 0.3 19.9 -5.7
DJE-Renten Glbl P EU BD LUX 02/19 EUR 132.22 1.3 8.4 4.1
LuxPro-Dragon I AS EQ LUX 02/19 EUR 143.30 -9.3 44.9 -5.4
LuxPro-Dragon P AS EQ LUX 02/19 EUR 139.43 -9.3 44.4 -5.9
LuxTopic-Aktien Europa EU EQ LUX 02/19 EUR 16.74 -5.5 32.2 -1.4
LuxTopic-Pacific AS EQ LUX 02/19 EUR 17.15 4.7 85.0 -3.2

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 42.6 6.0
Sel Emerg Mkt Equity GL EQ GGY 12/31 USD 207.66 58.5 58.5 -12.4
Sel Euro Equity EUR US EQ GGY 12/31 EUR 96.29 29.2 29.2 -18.8
Sel European Equity EU EQ GGY 12/31 USD 181.94 32.3 32.3 -19.9
Sel Glob Equity GL EQ GGY 12/31 USD 189.25 31.8 31.8 -16.8
Sel Glob Fxd Inc GL BD GGY 12/31 USD 143.46 11.2 11.2 -1.1
Sel Pacific Equity AS EQ GGY 12/31 USD 143.75 59.0 59.0 -9.7
Sel US Equity US EQ GGY 12/31 USD 123.56 22.6 22.6 -14.9
Sel US Sm Cap Eq US EQ GGY 12/31 USD 168.82 29.1 29.1 -14.5

n MP ASSET MANAGEMENT INC.
Tel: + 386 1 587 47 77
MP-BALKAN.SI OT OT SVN 02/18 EUR 24.67 1.4 6.8 -38.0
MP-TURKEY.SI OT OT SVN 02/18 EUR 36.65 5.6 101.5 -5.6

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 02/18 EUR 14.15 5.8 59.9 2.0
Parex Eastern Europ Bd EU BD LVA 02/18 USD 15.36 4.9 77.0 5.2
Parex Russian Eq EE EQ LVA 02/18 USD 20.14 3.2 145.3 -17.9

n PICTET & CIE, ROUTE DES ACACIAS 60, CH-1211 GENEVA 73
Tel: + 41 (58) 323 3000 Web: www.pictetfunds.com
PF (LUX)-Agriculture-Pca OT OT LUX 02/18 EUR 127.17 4.9 NS NS
PF (LUX)-Asian Eq-Ica AS EQ LUX 02/19 USD 160.42 -8.5 64.5 -13.5
PF (LUX)-Asian Eq-Pca AS EQ LUX 02/19 USD 152.50 -8.6 63.1 -14.3
PF (LUX)-Biotech-Pca OT EQ LUX 02/18 USD 288.03 1.8 -3.0 -4.9
PF (LUX)-CHF Liq-Pca CH MM LUX 02/18 CHF 124.20 0.0 0.1 0.8
PF (LUX)-CHF Liq-Pdi CH MM LUX 02/18 CHF 93.39 0.0 0.1 0.8
PF (LUX)-Digital Comm-Pca OT EQ LUX 02/18 USD 112.28 -3.9 49.1 -3.4
PF (LUX)-East Eu-Pca EU EQ LUX 02/18 EUR 336.61 7.1 173.3 -11.8
PF (LUX)-Emg Mkts-Pca GL EQ LUX 02/19 USD 498.60 -6.5 76.9 -14.4
PF (LUX)-Eu Indx-Pca EU EQ LUX 02/18 EUR 99.47 -1.5 39.2 -9.5
PF (LUX)-EUR Bds-Pca EU BD LUX 02/18 EUR 389.24 1.2 5.2 3.0
PF (LUX)-EUR Bds-Pdi EU BD LUX 02/18 EUR 285.43 1.2 5.2 3.0
PF (LUX)-EUR Cp Bd-Pca EU BD LUX 02/18 EUR 150.06 1.5 18.4 6.6
PF (LUX)-EUR Cp Bd-Pdi EU BD LUX 02/18 EUR 101.73 1.5 18.4 6.6
PF (LUX)-EUR HiYld-Pca EU BD LUX 02/18 EUR 149.28 2.1 53.3 8.2
PF (LUX)-EUR HiYld-Pdi EU BD LUX 02/18 EUR 81.82 2.1 53.2 8.2
PF (LUX)-EUR Liq-Pca EU MM LUX 02/18 EUR 136.02 0.0 0.7 2.1
PF (LUX)-EUR Liq-Pdi EU MM LUX 02/18 EUR 96.70 0.0 0.7 2.1
PF (LUX)-EUR Sov Liq-Pca OT OT LUX 02/18 EUR 102.41 0.0 0.3 NS
PF (LUX)-EUR Sov Liq-Pdi OT OT LUX 02/18 EUR 99.93 0.0 0.3 NS
PF (LUX)-Europ Eq-Pca EU EQ LUX 02/18 EUR 404.70 -0.8 40.5 -12.1

PF (LUX)-EuSust Eq-Pca EU EQ LUX 02/18 EUR 131.14 -1.5 39.2 -10.2
PF (LUX)-Gl Em Dbt-Pca GL BD LUX 02/18 USD 244.33 0.4 30.8 9.9
PF (LUX)-Gl Em Dbt-Pdi GL BD LUX 02/18 USD 158.68 0.4 30.7 9.9
PF (LUX)-Gr China-Pca AS EQ LUX 02/10 USD 318.98 -9.2 54.4 -8.1
PF (LUX)-Indian Eq-Pca EA EQ LUX 02/19 USD 340.33 -5.6 96.9 -14.0
PF (LUX)-Jap Index-Pca JP EQ LUX 02/19 JPY 8688.85 -2.2 22.3 -18.1
PF (LUX)-Jp Eq Sel-Ica JP EQ LUX 02/19 JPY 7596.27 -1.9 20.0 -20.4
PF (LUX)-Jp Eq Sel-Pca JP EQ LUX 02/19 JPY 7361.22 -2.0 19.2 -20.9
PF (LUX)-JpEq130/30-Pca JP EQ LUX 02/19 JPY 4306.74 -2.5 25.7 -16.4
PF (LUX)-MidEast&NorAfr-Pca OT OT LUX 02/17 USD 46.83 4.4 NS NS
PF (LUX)-Pacif Idx-Pca AS EQ LUX 02/19 USD 258.09 -5.5 82.8 -5.8
PF (LUX)-Piclife-Pca CH BA LUX 02/18 CHF 797.38 0.8 16.6 -0.6
PF (LUX)-PremBrnds-Pca OT EQ LUX 02/18 EUR 66.96 2.5 65.3 0.1
PF (LUX)-Rus Eq-Pca OT OT LUX 02/18 USD 66.24 2.8 231.2 -13.8
PF (LUX)-Security-Pca GL EQ LUX 02/18 USD 96.72 -2.9 39.0 -0.3
PF (LUX)-Sm Cap Eu-Pca EU EQ LUX 02/18 EUR 461.43 1.9 41.3 -8.9
PF (LUX)-Timber-Pca OT OT LUX 02/18 USD 103.11 -3.2 76.1 NS
PF (LUX)-US Eq-Ica US EQ LUX 02/18 USD 102.31 -0.5 40.3 -7.2
PF (LUX)-USA Index-Pca US EQ LUX 02/18 USD 90.09 -0.6 42.0 -8.2
PF (LUX)-USD Gov Bds-Pca US BD LUX 02/18 USD 512.02 0.8 -1.0 3.0
PF (LUX)-USD Gov Bds-Pdi US BD LUX 02/18 USD 366.11 0.8 -1.0 3.0
PF (LUX)-USD Liq-Pca US MM LUX 02/18 USD 131.02 0.0 0.5 1.2
PF (LUX)-USD Liq-Pdi US MM LUX 02/18 USD 84.84 0.0 0.5 1.2
PF (LUX)-USD Sov Liq-Pca OT OT LUX 02/18 USD 101.54 0.0 0.1 NS
PF (LUX)-USD Sov Liq-Pdi OT OT LUX 02/18 USD 100.04 0.0 0.1 NS
PF (LUX)-Water-Pca GL EQ LUX 02/18 EUR 126.31 1.9 22.7 -5.7
PF (LUX)-WldGovBds-Pca GL BD LUX 02/19 USD 163.96 -0.7 6.3 4.0
PF (LUX)-WldGovBds-Pdi GL BD LUX 02/19 USD 132.96 -0.7 6.3 4.0

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 02/18 USD 13.19 -1.9 74.7 4.0
Japan Fund USD JP EQ IRL 02/19 USD 15.84 -0.3 27.9 0.3
Polar Healthcare Class I USD OT OT IRL 02/18 USD 13.12 1.5 NS NS
Polar Healthcare Class R USD OT OT IRL 02/18 USD 13.09 1.4 NS NS

n Hemisphere Management (Ireland) Limited
Discovery USD A OT OT CYM 01/29 USD 112.06 10.8 12.5 12.2
Elbrus USD A GL EQ CYM 01/29 USD 11.12 35.9 -24.7 -17.9
Europn Conviction USD B EU EQ CYM 01/29 USD 135.35 -1.4 4.9 11.0
Europn Forager USD B OT OT CYM 01/29 USD 226.16 1.0 27.2 5.0
Latin America USD A GL EQ CYM 06/30 USD 14.25 2.2 -4.7 14.7
Paragon Limited USD A OT OT CYM 12/31 USD 309.60 12.7 12.7 14.2
UK Fund USD A OT OT CYM 01/29 USD 187.02 1.7 16.5 5.0

n PT CIPTADANA ASSET MANAGEMENT
Tel: +6221 25574 883 Fax: +6221 25574 893 Website: www.ciptadana-asset.com
Indonesian Grth Fund EA EQ CYM 02/10 USD 124.51 -2.2 125.8 -3.3

n RUSSELL INVESTMENT GROUP
Multi-Style, Multi-Manager Funds www.russell.com
Actions France A EU EQ IRL 02/18 EUR 675.51 -4.5 35.8 -10.6
Core Eurozone Eq B EU EQ IRL 02/18 EUR 789.53 -5.1 37.8 NS
Euro Fixed Income A EU BD IRL 02/18 EUR 1269.49 2.0 14.4 0.5
Euro Fixed Income B EU BD IRL 02/18 EUR 1356.36 2.1 15.0 1.1
Euro Small Cap A EU EQ IRL 02/18 EUR 1212.73 1.0 44.9 -11.8
Euro Small Cap B EU EQ IRL 02/18 EUR 1300.08 1.1 45.7 -11.2
Eurozone Agg Eq A EU EQ IRL 02/18 EUR 636.09 -3.0 41.8 -12.3
Eurozone Agg Eq B EU EQ IRL 02/18 EUR 914.87 -2.9 42.7 -11.8
Glbl Bd (EuroHdg) A GL BD IRL 02/18 EUR 1404.31 2.1 16.1 3.9
Glbl Bd (EuroHdg) B GL BD IRL 02/18 EUR 1491.76 2.2 16.8 4.6
Glbl Bd A EU BD IRL 02/18 EUR 1170.70 5.9 11.2 7.3
Glbl Bd B EU BD IRL 02/18 EUR 1247.81 6.0 11.9 7.9
Glbl Real Estate A OT EQ IRL 02/18 USD 856.86 -4.4 70.1 -15.4
Glbl Real Estate B OT EQ IRL 02/18 USD 884.09 -4.4 71.1 -14.9
Glbl Real Estate EH-A OT EQ IRL 02/18 EUR 771.57 -4.1 59.3 -16.1
Glbl Real Estate SH-B OT EQ IRL 02/18 GBP 72.70 -4.0 59.2 -15.9
Glbl Strategic Yield A EU BD IRL 02/18 EUR 1617.18 0.6 38.9 5.2
Glbl Strategic Yield B EU BD IRL 02/18 EUR 1732.02 0.7 39.7 5.8
Japan Equity A JP EQ IRL 02/18 JPY 11542.90 -0.8 29.7 -16.6
Japan Equity B JP EQ IRL 02/18 JPY 12312.85 -0.7 30.4 -16.1
PacBasn (Ex-Jap) Eq A AS EQ IRL 02/18 USD 2161.03 -5.5 91.5 -5.0
PacBasn (Ex-Jap) Eq B AS EQ IRL 02/18 USD 2308.14 -5.4 92.7 -4.5
Pan European Eq A EU EQ IRL 02/18 EUR 947.53 -1.6 41.6 -11.6
Pan European Eq B EU EQ IRL 02/18 EUR 1010.89 -1.5 42.4 -11.1
US Equity A US EQ IRL 02/18 USD 868.11 -0.5 47.3 -9.0
US Equity B US EQ IRL 02/18 USD 930.19 -0.4 48.2 -8.4
US Small Cap A US EQ IRL 02/18 USD 1289.78 0.1 47.9 -8.8
US Small Cap B US EQ IRL 02/18 USD 1382.94 0.2 48.8 -8.2

n SEB ASSET MANAGEMENT S.A.
www.seb.se

n SEB Fund 1
Asset Sele C EUR OT OT LUX 02/19 EUR 13.39 -3.4 -4.7 6.6
Asset Sele C H-CHF OT OT LUX 02/19 CHF 92.92 -3.4 NS NS
Asset Sele C H-GBP OT OT LUX 02/19 GBP 94.20 -3.3 -4.6 NS
Asset Sele C H-JPY OT OT LUX 02/19 JPY 9341.75 -3.3 NS NS
Asset Sele C H-NOK OT OT LUX 02/19 NOK 107.70 -3.2 -3.4 NS
Asset Sele C H-SEK OT OT LUX 02/19 SEK 134.41 -3.4 -5.1 7.1
Asset Sele C H-USD OT OT LUX 02/19 USD 94.05 -3.4 -4.7 NS
Asset Sele CG-EUR OT OT LUX 02/19 GBP 97.24 -1.7 NS NS
Asset Sele D H-SEK OT OT LUX 02/19 SEK 126.14 -3.4 -5.1 NS
Choice Asia SmCap exJpn -C- OT OT LUX 02/19 SEK 30.80 -4.2 74.4 1.9
Choice Emerging Mkts Fd -C- OT OT LUX 02/19 USD 2.51 -6.3 74.8 -9.1

Choice Global Value -C- GL EQ LUX 02/19 SEK 74.96 -2.8 33.4 -14.2
Choice Global Value -D- OT OT LUX 02/19 SEK 71.81 -2.8 33.4 -14.2
Choice Global Value -I- OT OT LUX 02/19 EUR 6.80 1.3 49.7 -15.8
Choice Japan Fd -C- OT OT LUX 02/19 JPY 46.54 -0.7 18.5 -19.2
Choice Japan Fd -D- OT OT LUX 02/19 JPY 41.85 -0.7 18.5 -19.2
Choice Jpn Chance/Risk -C- OT OT LUX 02/19 JPY 48.79 -4.2 25.7 -21.5
Choice NthAmChance/Risk -C- OT OT LUX 02/19 USD 3.84 -2.1 40.5 -10.3
Eastern Europe exRussia Fd -C- OT OT LUX 02/19 EUR 2.60 0.8 82.4 -12.8
Europe Fund -C- OT OT LUX 02/19 EUR 2.79 -1.4 40.3 -15.5
Europe Fund -D- OT OT LUX 02/19 EUR 1.49 -1.4 NS NS
Europe Index Fund OT OT LUX 02/19 EUR 3.98 -2.0 37.2 -16.3
Global Fd -C- OT OT LUX 02/19 USD 2.05 -4.1 38.0 -12.9
Global Fd -D- OT OT LUX 02/19 USD 1.28 -4.0 38.0 NS

n SEB Fund 2
Choice Asia ex. Japan -C- OT OT LUX 02/19 USD 6.90 -6.6 69.5 -8.6
Choice Asia ex. Japan -D- OT OT LUX 02/19 USD 1.22 -6.6 69.5 NS
Currency Alpha EUR -IC- OT OT LUX 02/19 EUR 10.21 -0.9 -4.4 0.9
Currency Alpha EUR -RC- OT OT LUX 02/19 EUR 10.10 -1.0 -4.8 0.5
Currency Alpha SEK -ID- OT OT LUX 02/19 SEK 94.86 -0.9 -8.1 -1.1
Currency Alpha SEK -RC- OT OT LUX 02/19 SEK 99.63 -1.0 -4.8 0.5
Eastern Europe SmCap Fd -C- OT OT LUX 02/19 EUR 2.96 11.0 156.4 -10.2
Ethical Europe Fd -C- OT OT LUX 02/19 EUR 1.92 -1.7 38.4 -16.1
Nordic Focus SH A OT OT LUX 02/19 EUR 82.91 2.7 59.9 -2.9
Nordic Focus SH B OT OT LUX 02/19 SEK 86.50 2.7 59.9 -2.9
Nordic Focus SH C OT OT LUX 02/19 NOK 83.28 2.7 59.9 -2.9

n SEB Fund 3
Ethical Glbl Index Fd -D- OT OT LUX 02/19 USD 0.78 -4.6 49.0 -9.7
Ethical Glbl lndex Fd -C- OT OT LUX 02/19 USD 0.81 -4.4 24.7 NS
Ethical Sweden Fd -D- OT OT LUX 02/19 SEK 41.37 -0.7 52.0 2.8
Europe Chance/Risk Fd -C- OT OT LUX 02/19 EUR 1028.29 -0.8 42.5 -17.9
Generation Fd 80 -C- OT OT LUX 02/19 SEK 7.89 -0.4 24.4 -4.9
Global Chance/Risk Fd -C- OT OT LUX 02/19 EUR 0.61 1.0 28.9 -8.3
Technology Fd -C- OT OT LUX 02/19 USD 0.20 -4.8 NS NS
Technology Fd -D- OT OT LUX 02/19 USD 2.40 -4.8 56.5 -0.7
U.S. Index Fd -C- OT OT LUX 02/19 USD 1.80 -1.6 38.6 -9.5
U.S. Index Fd -D- OT OT LUX 02/19 USD 1.80 -1.6 38.6 -9.5
World Fd -C- OT OT LUX 02/19 USD 27.62 -3.0 NS NS
World Fd -D- OT OT LUX 02/19 USD 2.09 -3.0 46.6 -7.3

n SEB Fund 4
Index Linked Bd Fd SEK -D- OT OT LUX 02/19 SEK 13.27 0.9 4.4 3.9
Medical Fd -D- OT OT LUX 02/19 USD 3.26 -1.9 17.8 -4.8
Short Bond Fd EUR -C- OT OT LUX 02/19 EUR 1.27 0.0 -0.3 0.8
Short Bond Fd EUR -D- OT OT LUX 02/19 NA 0.50 NS NS NS
Short Bond Fd SEK HNWC OT OT LUX 02/19 SEK 11.10 0.0 NS NS
Short Bond Fd SEK HNWD OT OT LUX 02/19 SEK 10.15 0.0 NS NS

n SEB Fund 5
Bond Fd SEK -C- NO BD LUX 02/19 SEK 42.95 0.2 2.7 5.9
Bond Fd SEK -D- NO BD LUX 02/19 SEK 12.47 0.2 2.8 5.3
Bond Fd SEK HNWD OT OT LUX 02/19 SEK 9.03 0.3 NS NS
Corp. Bond Fd EUR -C- EU BD LUX 02/19 EUR 1.29 1.6 19.2 4.3
Corp. Bond Fd EUR -D- EU BD LUX 02/19 EUR 0.99 1.8 18.9 4.1
Corp. Bond Fd SEK -C- NO BD LUX 02/19 SEK 12.73 1.2 18.7 2.5
Corp. Bond Fd SEK -D- NO BD LUX 02/19 SEK 9.62 1.2 18.7 2.6
Danish Mortgage Bond Fd EUR -ID- NO BD LUX 02/19 EUR 106.32 1.6 2.8 3.2
Danish Mortgage Bond Fd EUR -RC- NO BD LUX 02/19 EUR 110.61 1.6 7.3 5.3
Flexible Bond Fd -C- NO BD LUX 02/19 SEK 21.33 -0.1 1.1 3.7
Flexible Bond Fd -D- NO BD LUX 02/19 SEK 11.67 -0.1 1.1 3.7

n SEB Sicav 1
Nordic Fd -C- OT OT LUX 02/19 EUR 5.82 0.0 39.4 -4.9
Russia Fd -C- OT OT LUX 02/19 EUR 9.46 7.0 179.5 -8.5

n SEB Sicav 2
Listed Private Equity -C- OT OT LUX 02/19 EUR 136.13 5.7 NS NS
Listed Private Equity -IC- OT OT LUX 02/19 EUR 81.26 6.8 113.7 NS
Listed Private Equity -ID- OT OT LUX 02/19 EUR 78.70 6.7 107.4 NS
Nordic Small Cap -C- OT OT LUX 02/19 EUR 142.81 6.0 NS NS
Nordic Small Cap -IC- OT OT LUX 02/19 EUR 143.39 6.1 NS NS
Short Bond Fd SEK -C- OT OT LUX 02/19 SEK 21.95 0.0 1.0 2.0
Short Bond Fd USD -C- OT OT LUX 02/19 USD 2.49 -0.1 -0.4 0.5
Short Medium Bd Fd SEK -D- OT OT LUX 02/19 SEK 8.80 0.0 0.6 1.9

n SEB Sicav 3
Asset Sele Defensive EUR -C- OT OT LUX 02/19 EUR 98.05 -1.7 NS NS
Asset Sele Defensive GBP -D- OT OT LUX 02/19 GBP 97.24 -1.7 NS NS
Asset Sele Defensive SEK -A- OT OT LUX 02/19 SEK 76.87 -1.8 -3.6 -12.9
Asset Sele Defensive SEK -C- OT OT LUX 02/19 SEK 97.96 -1.8 NS NS
Asset Sele Defensive SEK -D- OT OT LUX 02/19 SEK 70.23 -1.8 -3.6 -14.1
Asset Sele Defensive USD -C- OT OT LUX 02/19 USD 99.20 -1.7 NS NS
Asset Sele Opp C H NOK OT OT LUX 02/19 NOK 95.60 -6.5 NS NS
Asset Sele Opp C H SEK OT OT LUX 02/19 SEK 94.18 -6.7 NS NS
Asset Sele Opp D GBP OT OT LUX 02/19 GBP 89.86 -6.5 NS NS
Asset Sele Opp IC EUR OT OT LUX 02/19 EUR 95.14 -6.6 NS NS
Asset Sele Opp ID H GBP OT OT LUX 02/19 GBP 95.34 -6.5 NS NS
Asset Sele Opp ID H SEK OT OT LUX 02/19 SEK 94.91 -6.6 NS NS
Asset Sele Original C EUR OT OT LUX 02/19 EUR 98.20 -3.1 NS NS
Asset Sele Original D GBP OT OT LUX 02/19 GBP 98.74 -3.1 NS NS
Asset Sele Original ID GBP OT OT LUX 02/19 GBP 98.35 -3.1 NS NS

n SG ASSET MANAGEMENT HTTP://WWW.SGAM.COM
A company of Amundi Group
Bonds ConvEurope A OT OT LUX 02/17 EUR 30.63 3.3 15.2 2.2
Bonds Eur Corp A OT OT LUX 02/17 EUR 23.25 0.7 9.4 2.6
Bonds Eur Hi Yld A OT OT LUX 02/18 EUR 20.98 1.9 51.4 4.5
Bonds EURO A OT OT LUX 02/18 EUR 41.27 0.5 4.2 4.6
Bonds Europe A OT OT LUX 02/18 EUR 39.42 0.8 2.8 4.2
Bonds US MtgBkSec A OT OT LUX 04/29 USD 24.41 -4.7 11.9 0.0
Bonds World A OT OT LUX 02/18 USD 41.31 -1.6 10.5 4.0
Eq. AsiaPac Dual Strategies A OT OT LUX 02/18 USD 9.75 -6.5 71.2 -9.8
Eq. China A OT OT LUX 02/18 USD 21.84 -9.5 58.2 -11.4
Eq. Concentrated Euroland A OT OT LUX 02/18 EUR 88.35 -5.3 26.4 -15.4
Eq. ConcentratedEuropeA OT OT LUX 02/18 EUR 26.17 -3.1 38.5 -14.5
Eq. Emerging Europe A OT OT LUX 02/18 EUR 24.19 2.7 112.7 -21.0
Eq. Equities Global Energy OT OT LUX 02/18 USD 17.59 -3.0 34.8 -13.5
Eq. Euroland A OT OT LUX 02/17 EUR 10.31 -4.8 26.6 -15.8
Eq. Euroland MidCapA OT OT LUX 04/30 EUR 14.61 1.4 -45.7 -33.8
Eq. Euroland Small Cap A OT OT LUX 02/18 EUR 139.96 -0.8 43.6 -7.7
Eq. EurolandCyclclsA OT OT LUX 02/18 EUR 17.62 -1.0 34.9 -11.6
Eq. EurolandFinancialA OT OT LUX 02/18 EUR 10.25 -9.4 56.7 -19.0
Eq. Glbl Emg Cty A OT OT LUX 02/17 USD 8.90 -8.1 64.4 -15.4
Eq. Global A OT OT LUX 02/18 USD 27.09 -2.7 45.7 -10.8
Eq. Global Resources A OT OT LUX 02/18 USD 106.70 -2.3 49.7 -11.6
Eq. Gold Mines A OT OT LUX 02/18 USD 29.37 -3.0 30.5 -3.3
Eq. India A OT OT LUX 02/19 USD 121.37 -6.0 81.7 -15.2
Eq. Japan CoreAlpha A OT OT LUX 02/19 JPY 7335.71 2.7 42.2 -7.9
Eq. Japan Sm Cap A OT OT LUX 02/18 JPY 1046.89 -2.1 24.2 -13.4
Eq. Japan Target A OT OT LUX 02/19 JPY 1585.94 -3.2 8.1 -7.5
Eq. Latin America A OT OT LUX 02/18 USD 110.86 -5.9 78.8 -10.9
Eq. US ConcenCore A OT OT LUX 02/18 USD 22.13 -2.1 40.3 -3.5
Eq. US Focused A OT OT LUX 02/18 USD 15.84 -0.1 36.7 -16.5
Eq. US Lg Cap Gr A OT OT LUX 02/18 USD 14.94 -2.1 41.4 -9.3
Eq. US Mid Cap A OT OT LUX 02/18 USD 30.07 0.6 61.0 -6.0
Eq. US Multi Strg A OT OT LUX 02/17 USD 20.98 -1.4 43.5 -10.5
Eq. US Rel Val A OT OT LUX 02/18 USD 20.51 -0.4 51.1 -12.0
Eq. US Sm Cap Val A OT OT LUX 02/18 USD 16.04 0.6 43.1 -15.5
Money Market EURO A OT OT LUX 02/18 EUR 27.41 0.0 0.7 2.4
Money Market USD A OT OT LUX 02/17 USD 15.83 0.0 0.4 1.4

n THE NATIONAL INVESTOR
PO Box 47435, Abu Dhabi, UAE Web:www.tni.ae
MENA Real Estate Fund OT OT BMU 02/11 USD 921.37 -4.1 6.6 -28.6
MENA Special Sits Fund OT OT BMU 01/31 USD 1091.50 1.1 13.6 NS
UAE Blue Chip Fund OT OT ARE 02/11 AED 5.06 -5.1 28.4 -34.3

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

n YMR-N Series
YMR-N Growth Fund OT OT IRL 02/15 JPY 8891.00 -6.0 19.9 -20.5
YMR-N Small Cap Fund OT OT IRL 02/15 JPY 6576.00 -6.2 17.4 -20.4

n Yuki 77 Series
Yuki 77 General JP EQ IRL 02/19 JPY 5756.00 -6.4 13.7 -24.6
Yuki 77 Growth JP EQ IRL 02/19 JPY 5286.00 -6.3 8.6 -27.9

n Yuki Chugoku Series
Yuki Chugoku Jpn Gen JP EQ IRL 02/19 JPY 6585.00 -3.5 22.7 -20.0
Yuki Chugoku JpnLowP JP EQ IRL 02/19 JPY 7491.00 -0.7 11.7 -19.1

n Yuki Hokuyo Japan Series
Yuki Hokuyo Jpn Gen JP EQ IRL 02/19 JPY 4504.00 -3.6 16.5 -23.9
Yuki Hokuyo Jpn Inc JP EQ IRL 02/19 JPY 5110.00 -2.6 15.2 -19.1
Yuki Hokuyo Jpn Sm Cap JP EQ IRL 02/19 JPY 4758.00 -6.8 18.0 -20.4

n Yuki Mizuho Series
Yuki Mizuho Gen Jpn III OT OT IRL 02/19 JPY 4169.00 -5.7 17.1 -27.9
Yuki Mizuho Jpn Dyn Gro OT OT IRL 02/19 JPY 4385.00 -6.0 16.7 -28.2
Yuki Mizuho Jpn Exc 100 OT OT IRL 02/19 JPY 6563.00 -5.9 26.9 -22.6
Yuki Mizuho Jpn Gen OT OT IRL 02/19 JPY 8187.00 -5.0 22.4 -20.6
Yuki Mizuho Jpn Gro OT OT IRL 02/19 JPY 6031.00 -5.1 15.9 -22.6
Yuki Mizuho Jpn Inc OT OT IRL 02/19 JPY 7393.00 -3.2 7.1 -21.0
Yuki Mizuho Jpn Lg Cap OT OT IRL 02/19 JPY 4987.00 -3.9 20.5 -21.9
Yuki Mizuho Jpn LowP OT OT IRL 02/19 JPY 11281.00 -2.4 21.2 -15.9
Yuki Mizuho Jpn PGth OT OT IRL 02/19 JPY 7431.00 -6.6 16.2 -25.5
Yuki Mizuho Jpn SmCp OT OT IRL 02/19 JPY 6578.00 -7.8 25.7 -22.2
Yuki Mizuho Jpn Val Sel OT OT IRL 02/19 JPY 5491.00 -2.8 22.2 -18.2
Yuki Mizuho Jpn YoungCo OT OT IRL 02/19 JPY 2622.00 -3.8 22.2 -25.7

n Yuki Shizuoka Japan Series
Yuki Shizuoka General Japan JP EQ IRL 02/19 JPY 5177.00 -4.5 22.0 -21.6

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

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 12/31 USD 1691.35 74.6 74.6 NS

n D'AURIOL FUNDS WWW.DAURIOL.BIZ
2 FUNDS OF FUNDS OF HEDGE FUNDS
D'Auriol Alt Non-Lev A EU OT CYM 12/31 EUR 101.19 2.8 2.8 -11.6

D'Auriol Opp F3 EUR EU MM CYM 12/31 EUR 990.20 -0.6 -0.6 -15.0

n HERMITAGE CAPITAL MANAGEMENT LTD.
Tel: +7501 258 3160 www.hermitagefund.com
The Hermitage Fund GL EQ JEY 09/04 USD 730.68 62.0 -43.7 -29.8

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 GBR 12/31 EUR 165.42 -23.0 -23.0 -5.5

Horseman EmMkt Opp USD GL EQ USA 12/31 USD 165.72 -24.5 -24.5 -7.0

Horseman EurSelLtd EUR EU EQ GBR 12/31 EUR 195.13 -6.7 -6.7 4.2

Horseman EurSelLtd USD EU EQ GBR 12/31 USD 201.82 -7.2 -7.2 3.6

Horseman Glbl Ltd EUR GL EQ CYM 12/31 USD 370.75 -24.7 -24.7 -0.6

Horseman Glbl Ltd USD GL EQ CYM 12/31 USD 370.75 -24.7 -24.7 -0.6

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 01/29 GBP 1.08 0.3 13.3 -0.9

Global Absolute EUR OT OT NA 01/29 EUR 1.56 0.3 11.6 NS

Global Absolute USD OT OT GGY 01/29 USD 2.00 0.3 12.0 -1.3

n HSBC ALTERNATIVE STRATEGY FUND
Special Opp EUR OT OT CYM 01/29 EUR 91.67 -0.1 20.3 -7.7

Special Opp Inst EUR OT OT CYM 01/29 EUR 86.68 -0.1 20.9 -7.2

Special Opp Inst USD OT OT CYM 01/29 USD 98.44 -0.1 21.9 -5.4

Special Opp USD OT OT CYM 01/29 USD 96.36 -0.2 21.1 -6.0

n HSBC Portfolio Selection Fund
GH Fund AP OT OT JEY 05/22 EUR 123.47 1.9 -14.8 -2.1

GH Fund CHF Hdg OT OT JEY 01/29 CHF 110.35 -0.4 9.2 -4.0

GH Fund EUR Hdg (Non-V) OT OT JEY 05/22 EUR 111.63 1.6 -17.0 -4.5

GH Fund GBP Hdg OT OT JEY 01/29 GBP 131.65 -0.3 10.0 -3.1

GH Fund Inst USD OT OT JEY 01/29 USD 111.45 -0.3 11.1 -1.5

GH FUND S EUR OT OT CYM 01/29 EUR 127.73 -0.2 11.3 -2.3

GH FUND S GBP OT OT JEY 01/29 GBP 132.38 -0.2 10.8 -2.1

GH Fund S USD OT OT CYM 01/29 USD 149.85 -0.3 11.7 -1.0

GH Fund USD OT OT GGY 01/29 USD 272.76 -0.4 10.2 -2.3

Hedge Investments OT OT JEY 01/15 USD 141.41 NS NS NS

Leverage GH USD OT OT GGY 01/15 USD 122.72 1.9 NS NS

MultiAdv Arb CHF Hdg OT OT JEY 01/29 CHF 95.68 1.2 12.2 -7.6

MultiAdv Arb EUR Hdg OT OT JEY 01/29 EUR 104.23 1.2 13.5 -6.7

MultiAdv Arb GBP Hdg OT OT JEY 01/29 GBP 112.23 1.1 13.5 -6.9

MultiAdv Arb S EUR OT OT CYM 01/29 EUR 111.60 1.3 14.5 -5.3

MultiAdv Arb S GBP OT OT CYM 01/29 GBP 115.29 0.0 13.2 -6.2

MultiAdv Arb S USD OT OT CYM 01/29 USD 127.49 1.3 15.1 -4.4

MultiAdv Arb USD OT OT GGY 01/29 USD 196.32 1.1 13.9 -5.5

n HSBC Uni-folio
Asian AdbantEdge EUR OT OT JEY 01/29 EUR 98.99 -0.3 11.2 -6.3

Asian AdvantEdge OT OT JEY 01/29 USD 182.26 -0.3 11.8 -5.3

Emerg AdvantEdge OT OT JEY 01/29 USD 163.78 -2.2 15.9 -8.8

Emerg AdvantEdge EUR OT OT JEY 01/29 EUR 91.17 -2.2 15.3 -10.3

Europ AdvantEdge EUR OT OT JEY 01/29 EUR 134.06 1.0 16.4 -1.3

Europ AdvantEdge USD OT OT JEY 01/29 USD 142.49 1.0 17.3 -0.6

Real AdvantEdge EUR OT OT NA 01/29 EUR 108.34 0.1 9.9 NS

Real AdvantEdge USD OT OT NA 01/29 USD 108.50 0.2 10.4 NS

Trading Adv JPY OT OT NA 01/29 JPY 8997.51 -2.5 NS NS

Trading AdvantEdge OT OT GGY 01/29 USD 136.48 -2.7 -10.8 -0.6

Trading AdvantEdge EUR OT OT GGY 01/29 EUR 123.70 -2.9 -11.1 -0.6

Trading AdvantEdge GBP OT OT GGY 01/29 GBP 131.08 -2.6 -10.8 1.3

n MERIDEN GROUP
Tel: + 376 741 175 Fax: + 376 741 183 Email: meriden@meriden-ipm.com
Antanta Combined Fund EE EQ AND 02/12 USD 367.55 -0.3 117.7 -28.3

Antanta MidCap Fund EE EQ AND 02/12 USD 712.78 0.4 236.8 -36.9

Meriden Opps Fund GL OT AND 02/03 EUR 58.60 -2.3 -32.1 -27.7

Meriden Protective Div OT OT AND 11/24 EUR 78.88 -2.8 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 09/30 USD 1318.27 NS 1.3 -4.4

n SEB ALTERNATIVE INVESTMENT
SEB KEY Europe Equity Long Short
Key Europe Long/Short EUR -IC- OT OT LUX 12/31 EUR 92.41 8.9 8.9 NS

Key Europe Long/Short EUR -RC- OT OT LUX 12/31 EUR 91.60 8.3 8.3 NS

n SEB KEY Hedge
Key Hedge EUR -IC- OT OT LUX 12/31 EUR 102.09 12.6 12.6 NS

Key Hedge EUR-RC- OT OT LUX 12/31 EUR 101.31 12.1 12.1 NS

n SEB KEY Market Independent II
Key Market Independent II EUR -RC- OT OT LUX 12/31 EUR 96.52 13.8 13.8 -1.7

Key Market Independent II SEK -I- OT OT LUX 12/31 SEK 93.68 14.1 14.1 -1.8

n SEB KEY Recovery
Key Recovery -IC- OT OT LUX 12/31 EUR 90.22 13.3 13.3 NS

Key Recovery -RC- OT OT LUX 12/31 EUR 89.45 12.7 12.7 NS

n SUPERFUND ASSET MANAGEMENT GMBH
For information about open funds, please contact us on Tel: +43 1 24700
www.superfund.com *Closed for New Investments
Superfund Cayman* OT OT CYM 02/16 USD 33.82 -17.1 -59.4 -14.9

Superfund GCT USD* OT OT LUX 02/16 USD 1886.00 -14.1 -48.6 -11.1

Superfund Green Gold A (SPC) OT OT CYM 02/16 USD 888.59 -7.9 -26.0 -2.5

Superfund Green Gold B (SPC) OT OT CYM 02/16 USD 814.96 -12.9 -41.6 -9.4

Superfund Q-AG* OT OT AUT 02/16 EUR 6016.00 -9.1 NS -3.0

n WINTON CAPITAL MANAGEMENT LTD
Tel: +44 (0)20 7610 5350 Fax: +44 (0)20 7610 5301
Winton Evolution EUR Cls H OT OT CYM 12/31 EUR 945.08 NS NS NS

Winton Evolution GBP Cls G OT OT CYM 12/31 GBP 949.08 NS NS NS

Winton Evolution USD Cls F OT OT CYM 12/31 USD 1199.12 -5.4 -5.4 2.0

Winton Futures EUR Cls C OT OT VGB 01/29 EUR 191.46 -2.7 -8.1 4.3

Winton Futures GBP Cls D OT OT VGB 01/29 GBP 207.19 -2.7 -7.6 5.2

Winton Futures JPY Cls E OT OT VGB 01/29 JPY 13526.58 -2.6 -9.3 2.0

Winton Futures USD Cls B OT OT VGB 01/29 USD 680.91 -2.6 -8.1 4.0

INDICES
NAV ——————%RETURN ——————

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 01/29 USD 1411.58 3.2 3.2 2.6 -18.0 -7.1
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INTERVIEW

A search for simplicity follows
Philips Electronics’ revolution
Growth is at the heart of the company’s new strategy, as formerly unwieldy conglomerate narrows its focus

There was a time when Philips Electron-
ics NV straddled the electronics industry.
From its headquarters in Amsterdam, the
Philips empire made everything from light
bulbs, to semiconductors, to electric shav-
ers. At one stage, the company even dab-
bled in the music business, employing such
artists as Sting and Elton John on the Poly-
Gram label.

But as turnover grew, profits fell, often
to alarming levels. In 2001, when it re-
ported a loss of €2.48 billion ($3.37 bil-
lion)—the largest in the history of the com-
pany—the board turned to a Philips “lifer,”
Gerard Kleisterlee.

Mr. Kleisterlee is an unlikely revolution-
ary. Not only has he spent his entire career
with the electronics firm, his father worked
for the company, too.

But a revolution is what he has over-
seen, transforming Philips from an un-
wieldy conglomerate with more than a
dozen different divisions into a company fo-
cused on end consumers, selling them light-
ing, consumer electronics and health-care
equipment.

As at fellow conglomerate rivals General
Electric Co. and Siemens AG, which have
both restructured operations to help
weather the economic slump, revolution
hasn’t been easy. There have been layoffs,
factory closures and disposals, most nota-
bly the 2006 sale of Philips’s semiconductor
business to private-equity buyers for more
than $10 billion.

But today, Philips is healthy. Last month
it turned a profit of €251 million compared

with a loss of €1.17 billion a year earlier.
Meanwhile, fourth-quarter sales were €7.26
billion, slightly down from €7.62 billion a
year earlier.

Though it’s gray and snowing outside,
Mr. Kleisterlee is in a relaxed mood, sitting
comfortably in a leather chair in his office
at Philips headquarters.

“Philips never came out of a crisis like
this before,” he says. “After three difficult
quarters results are on track again. We,
therefore, don’t have to look back and ask
ourselves where restructuring or change of
our businesses is needed. Our results in
2009 showed our current strategy works,
and I feel therefore no need to change or
update this strategy.”

The current strategy is focused on three
divisions: lighting, which, among other
things, makes lighting products for consum-
ers, the automotive industry and public
places; healthcare, which produces such
things as scanners for hospitals or home
health-care products; and consumer life-
style, which makes products ranging from
shavers to televisions.

At the heart of the strategy, now more
than ever, is growth, and this is where the
strategy still needs to prove itself.

Philips is well aware it needs to grow in
the longer term to increase its net profit,
but Mr. Klesiterlee is convinced the com-
pany has everything in place to do so.

“We are well positioned to benefit fully
from an economic upturn,” he says. “We
have lined ourselves up, strategically, in ar-
eas were there’s demand, in what the world
needs. The world needs more affordable
healthcare; the world needs more ener-
gy-efficient lighting solutions. And consum-
ers, as soon as they have got more to
spend, will make more conscious decisions,
one that is more aware of a healthy life-

style. That’s what we aim for.”
“If the portfolio in 2007 [when Philips

set its strategic goal to boost revenue by
more than 6% a year], was like it is today,
we would have targeted more than 6% reve-
nue growth,” Mr. Kleisterlee said.

It’s been quite a journey for the 63 year
old. After studying electrical engineering at
Eindhoven Technical University on a schol-
arship from Philips, he joined the medical
division in 1974.

He worked his way up, making his name
heading Philip’s operations in Taiwan and
China, which he left in 2000 to become
chief operating officer.

A year later, the tech bubble burst, the
company was losing money and Mr. Kleis-
terlee had been appointed chief executive.
With hindsight, he says it was a period dur-
ing which the company often tried to do
too much.

Although he says current activities
should enable strong growth, he is reluc-
tant to set new targets as long as economic
circumstances remain uncertain.

“The financial system is not stable yet,”
he says. “Half of the economic growth
comes from government stimulus packages,
and it remains to be seen how viable the
economy will be without these mea-
sures.…Apart from growing organically, the
health and well being of the company is
also looking at acquisitions.”

One of his major focuses is on outdoor
lighting, as a large part of the world’s en-
ergy consumption is spent on street light-
ing. “Governments show a lot of interest in
doing something about this,” he says. More-
over, this segment sees the quickest transi-
tion to LED, because when local authorities
make investment decisions, they want the
latest technology.

Fast growth is also foreseen in certain

subsegments of the company’s divisions.
Respironics, a provider of products for the
global sleep and respiratory markets, which
Philips acquired in 2008, is expected to
show double-digit growth soon, Mr. Kleis-
terlee said.

Other areas, like the commercial real-es-
tate market, aren’t expected to move until
the end of this year.

Other than outdoor lighting, there is
also a desire for acquisitions in the light-
ing-control solutions business as well as in
the area of oncology, cardiology and health-
care related to women.

Apart from making the company less
complex, Philips is also transforming from a
high volume electronic-components maker
into a company focusing on delivering end-
products and, increasingly, solutions.

This trend started in its healthcare ac-
tivities, in which Philips enters into long-
term agreements with hospitals where it
provides imaging needs for a fixed monthly
fee, but this is also spreading to its lighting
business.

Mr. Kleisterlee says the company is cur-
rently close to a deal with an airport where
it will manage all aspects of lighting for a
number of years, and it recently struck a
deal with U.K. retailers Tesco Group PLC
and J. Sainsbury PLC where it will help
them use LED lighting for their freezers to
help them lower their electricity bill.

“We want to play a bigger part in pro-
viding solutions in the area. That’s why we
bought light-control companies and ac-
quired a leading position in the North
American luminaries business by buying
Genlyte.”

Mr. Kleisterlee is due to retire next year.
But having transformed the company thus
far will he be inclined to stay on?

“Never say never,” he says.

BY ANNA MARIJ VAN DER MEULEN
AND HARM LUTTIKHEDDE

Gerard Kleisterlee has
spent his entire career

with the electronics firm

Agence France-Presse

[ Gerard Kleisterlee ]
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For information about listing your funds, please contact: Carson Wong tel: +852 2831-6481; email: carson.wong@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 02/18 USD 10.25 -1.2 42.2 -10.9
Am Blend Portfolio I US EQ LUX 02/18 USD 12.09 -1.1 43.4 -10.2
Am Growth A US EQ LUX 02/18 USD 30.35 -2.8 40.7 -1.0
Am Growth B US EQ LUX 02/18 USD 25.48 -3.0 39.3 -2.0
Am Growth I US EQ LUX 02/18 USD 33.67 -2.7 41.8 -0.2
Am Income A US BD LUX 02/18 USD 8.41 -0.2 25.1 5.9
Am Income A2 US BD LUX 02/18 USD 19.15 0.6 25.7 6.2
Am Income B US BD LUX 02/18 USD 8.41 -0.2 24.2 5.1
Am Income B2 US BD LUX 02/18 USD 16.49 0.5 24.8 5.4
Am Income I US BD LUX 02/18 USD 8.41 -0.2 25.8 6.6
Am Value A US EQ LUX 02/18 USD 8.56 0.4 29.7 -10.3

Am Value B US EQ LUX 02/18 USD 7.87 0.3 28.4 -11.2
Am Value I US EQ LUX 02/18 USD 9.22 0.4 30.8 -9.6
Emg Mkts Debt A GL BD LUX 02/18 USD 15.45 -0.7 44.8 7.7
Emg Mkts Debt A2 GL BD LUX 02/18 USD 20.14 0.1 45.7 8.1
Emg Mkts Debt B GL BD LUX 02/18 USD 15.45 -0.7 43.6 6.7
Emg Mkts Debt B2 GL BD LUX 02/18 USD 19.37 0.1 44.3 7.0
Emg Mkts Debt I GL BD LUX 02/18 USD 15.45 -0.7 45.5 8.2
Emg Mkts Growth A GL EQ LUX 02/18 USD 33.11 -4.4 80.1 -11.9
Emg Mkts Growth B GL EQ LUX 02/18 USD 28.02 -4.6 78.4 -12.8
Emg Mkts Growth I GL EQ LUX 02/18 USD 36.74 -4.3 81.6 -11.2
Eur Growth A EU EQ LUX 02/18 EUR 6.99 -0.6 31.9 -13.8
Eur Growth B EU EQ LUX 02/18 EUR 6.28 -0.6 30.6 -14.6
Eur Growth I EU EQ LUX 02/18 EUR 7.63 -0.5 32.9 -13.1
Eur Income A EU BD LUX 02/18 EUR 6.65 0.8 41.5 6.2
Eur Income A2 EU BD LUX 02/18 EUR 13.07 1.6 42.1 6.5
Eur Income B EU BD LUX 02/18 EUR 6.65 0.8 40.8 5.5
Eur Income B2 EU BD LUX 02/18 EUR 12.15 1.5 41.1 5.7
Eur Income I EU BD LUX 02/18 EUR 6.65 0.8 42.1 6.8
Eur Strat Value A EU EQ LUX 02/18 EUR 8.33 -2.3 33.9 -17.1
Eur Strat Value I EU EQ LUX 02/18 EUR 8.54 -2.3 34.9 -16.3
Eur Value A EU EQ LUX 02/18 EUR 8.95 -2.7 36.9 -13.9
Eur Value B EU EQ LUX 02/18 EUR 8.22 -2.8 35.4 -14.7
Eur Value I EU EQ LUX 02/18 EUR 10.35 -2.5 38.0 -13.2
Gl Balanced (Euro) A EU BA LUX 02/18 USD 15.44 -0.2 28.2 -8.6
Gl Balanced (Euro) B EU BA LUX 02/18 USD 15.02 -0.3 27.0 -9.5
Gl Balanced (Euro) C EU BA LUX 02/18 USD 15.32 -0.2 27.9 -8.8
Gl Balanced (Euro) I EU BA LUX 02/18 USD 15.74 -0.1 NS NS
Gl Balanced A US BA LUX 02/18 USD 16.19 -1.8 33.5 -8.8
Gl Balanced B US BA LUX 02/18 USD 15.37 -1.9 32.2 -9.7
Gl Balanced I US BA LUX 02/18 USD 16.81 -1.6 34.5 -8.1

Gl Bond A US BD LUX 02/18 USD 9.31 0.8 14.5 4.7
Gl Bond A2 US BD LUX 02/18 USD 16.22 1.3 15.0 4.9
Gl Bond B US BD LUX 02/18 USD 9.31 0.8 13.5 3.7
Gl Bond B2 US BD LUX 02/18 USD 14.18 1.1 13.7 3.8
Gl Bond I US BD LUX 02/18 USD 9.31 0.8 15.1 5.3
Gl Conservative A US BA LUX 02/18 USD 14.81 -0.4 21.0 -3.0
Gl Conservative A2 US BA LUX 02/18 USD 16.86 -0.4 20.9 -3.0
Gl Conservative B US BA LUX 02/18 USD 14.78 -0.5 19.8 -4.0
Gl Conservative B2 US BA LUX 02/18 USD 16.00 -0.6 19.8 -4.0
Gl Conservative I US BA LUX 02/18 USD 14.89 -0.3 22.0 -2.3
Gl Eq Blend A GL EQ LUX 02/18 USD 11.21 -3.9 45.8 -18.5
Gl Eq Blend B GL EQ LUX 02/18 USD 10.51 -4.0 44.4 -19.3
Gl Eq Blend I GL EQ LUX 02/18 USD 11.84 -3.7 47.1 -17.8
Gl Growth A GL EQ LUX 02/18 USD 40.52 -3.3 40.9 -18.9
Gl Growth B GL EQ LUX 02/18 USD 33.78 -3.4 39.5 -19.8
Gl Growth I GL EQ LUX 02/18 USD 45.05 -3.2 42.1 -18.3
Gl High Yield A US BD LUX 02/18 USD 4.32 -0.2 58.7 6.0
Gl High Yield A2 US BD LUX 02/18 USD 9.33 0.8 59.2 6.2
Gl High Yield B US BD LUX 02/18 USD 4.32 -0.2 56.9 4.7
Gl High Yield B2 US BD LUX 02/18 USD 14.98 0.7 57.7 5.1
Gl High Yield I US BD LUX 02/18 USD 4.32 -0.2 59.7 6.7
Gl Thematic Res A OT OT LUX 02/18 USD 14.37 -2.4 78.7 0.2
Gl Thematic Res B OT OT LUX 02/18 USD 12.55 -2.6 76.8 -0.8
Gl Thematic Res I OT OT LUX 02/18 USD 16.03 -2.4 79.9 1.0
Gl Value A GL EQ LUX 02/18 USD 10.66 -4.3 51.2 -17.9
Gl Value B GL EQ LUX 02/18 USD 9.78 -4.5 49.8 -18.7
Gl Value I GL EQ LUX 02/18 USD 11.34 -4.3 52.4 -17.3
India Growth A OT OT LUX 02/18 USD 121.82 -4.0 NS NS
India Growth AX OT OT LUX 02/18 USD 106.52 -4.0 80.8 -6.5
India Growth B OT OT NA 02/18 USD 127.45 -4.1 NS NS

India Growth BX OT OT LUX 02/18 USD 90.93 -4.1 78.9 -7.4
India Growth I EA EQ LUX 02/18 USD 110.46 -3.9 81.6 -6.1
Int'l Health Care A OT EQ LUX 02/18 USD 138.93 1.1 21.1 -5.2
Int'l Health Care B OT EQ LUX 02/18 USD 117.03 0.9 19.9 -6.1
Int'l Health Care I OT EQ LUX 02/18 USD 151.96 1.2 22.1 -4.4
Int'l Technology A OT EQ LUX 02/18 USD 106.30 -3.7 54.8 -5.1
Int'l Technology B OT EQ LUX 02/18 USD 91.99 -3.8 53.3 -6.0
Int'l Technology I OT EQ LUX 02/18 USD 119.32 -3.6 56.1 -4.3
Japan Blend A JP EQ LUX 02/18 JPY 5945.00 -1.3 29.8 -19.0
Japan Growth A JP EQ LUX 02/18 JPY 5647.00 -3.9 18.4 -20.4
Japan Growth I JP EQ LUX 02/18 JPY 5817.00 -3.8 19.3 -19.8
Japan Strat Value A JP EQ LUX 02/18 JPY 6205.00 1.4 41.6 -17.9
Japan Strat Value I JP EQ LUX 02/18 JPY 6376.00 1.5 42.8 -17.2
Real Estate Sec. A OT EQ LUX 02/18 USD 13.84 -3.6 68.6 -13.7
Real Estate Sec. B OT EQ LUX 02/18 USD 12.63 -3.7 66.8 -14.6
Real Estate Sec. I OT EQ LUX 02/18 USD 14.89 -3.4 70.0 -13.0
Short Mat Dollar A US BD LUX 02/18 USD 7.27 0.0 13.8 -5.0
Short Mat Dollar A2 US BD LUX 02/18 USD 9.84 0.5 14.0 -4.9
Short Mat Dollar B US BD LUX 02/18 USD 7.27 0.0 13.4 -5.4
Short Mat Dollar B2 US BD LUX 02/18 USD 9.79 0.5 13.6 -5.3
Short Mat Dollar I US BD LUX 02/18 USD 7.27 0.0 14.4 -4.4

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

FUND SCORECARD
Euro Moderate Balanced
These funds have a mandate to balance equity and bond investments for Euro-based investors. The
equity component does not exceed 60%. Ranked on % total return (dividends reinvested) in U.S. dollars for
one year ending February 19, 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

1 Amplico Sub Amplico TFI S.A. PLNPoland -4.25 124.73 -11.01 NS
Akcji Nowa Europa A

NS Ibercaja Ibercaja Gestión EURSpain -1.02 97.00 NS NS
Alpha FI

1 WIOF Polish SFM Group EURLuxembrg -5.28 89.97 -17.90 NS
Opportunities A International S.A.

1 Amplico FIO Amplico TFI S.A. PLNPoland -3.79 89.81 -12.48 NS
Zrównowazony Nowa Europa A

1 Dresdner VPV Dresdner VPV NV EURNethrlnds -2.93 88.40 -6.55 NS
Value A

NS Banif Santander Asset EURSpain -13.09 81.00 NS NS
Estructurado Banca Europea FI Management

4 HMG HMG Finance EURFrance -1.53 74.24 0.34 2.39
Rendement A/I

NS Amplico Sub Amplico TFI S.A. PLNPoland -4.67 69.45 -18.89 NS
Aktywnej Alokacji Plus A

NS Grüner Universal-Investment EURGermany -4.70 68.42 -9.84 NS
Fisher Global UI GmbH

NS Global Trend Oppenheim Asset EURLuxembrg -4.44 67.34 -2.36 NS
Equity OP Mgmt Services S.à r.l.

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
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Making a case in favor
of high-yield bond funds

Ashok Shah is chief investment
officer at London & Capital. He
tells The Wall Street Journal why
he sees continuing turmoil in the
world economy and why he likes
high-yield bond funds.

We expect there to be big chal-
lenges ahead for the world economy

as central banks
and governments
plan their exit strat-
egies from their
monetary and fis-

cal-easing efforts of the last few
years.

The economic situation will be
further complicated by the fact that
many regulators are beginning to
change the operating landscape for
the banking sector.

Despite these challenges, we
have witnessed the asset markets
continuing to reflect the improving
economic and financial environ-

ment, and we believe there is still
room for further gains in the com-
ing months.

To benefit from these expected
gains in equity markets we like
Newton Asset Management’s
Higher Income Fund and Thread-
needle Investment Services Ltd.’s
U.K. Equity Income Fund.

Those assets that suffered the
biggest declines at the beginning of
the credit crisis, such as equities, fi-
nancial and corporate bonds, have
benefited the most as unprece-
dented levels of liquidity was
pumped into many economies.

We think for income-generating
assets the outlook is generally quite
positive for some time as interest
rates are likely to remain extremely
low for a prolonged period.

Given these trends we like the
following bond funds: Pimco’s Glo-
bal High Yield Bond Fund and Fidel-
ity International Ltd’s U.S. High
Yield Fund.

Emerging-market deals rise
Investment banks shift focus to developing-nation takeovers, IPOs

Mergers and acquisitions and
stock-market listings from compa-
nies in emerging markets have
staged a strong start to the year,
highlighting the pronounced shift in
investment-banking business toward
developing countries.

Takeovers involving emerging-
market acquirers represented more
than 40% of global M&A activity in
the year to mid-February, about the
same as the U.S. and Western Eu-
rope combined, according to Thom-
son Reuters data. Meanwhile, initial
public offerings by companies in de-
veloping markets accounted for 86%
of the money raised world-wide
over the same period.

Investment-banking revenues
from emerging markets accounted
for $1.1 billion, or 17% of the global
total, in the year to Feb. 19, accord-
ing to Dealogic. For all of last year,
banks made $9.3 billion from

emerging markets, 15% of their glo-
bal investment-banking revenues,
according to Dealogic.

Fawzi Kyriakos-Saad, chief exec-
utive of Credit Suisse in Russia, the
CIS and Turkey, said: “We continue
to see an increase in business op-
portunities in the high-growth
emerging markets, which are impor-
tant to Credit Suisse’s strategy. We
have strong legacy positions across
the Middle East, Brazil, China and
Russia and we will continue to in-
vest in these markets.”

Riccardo Orcel, co-head of in-
vestment banking for Central East-
ern Europe, the Middle East and Af-
rica at Bank of America Merrill
Lynch, said, “It looks like it will be a
return to the types of level of activ-
ity we saw between 2004 and 2006,
and Russia will be one of the most
active countries in terms of IPOs
and equity offerings.”

Mr. Orcel said many senior Bank
of America Merrill Lynch staff were
spending greater amounts of time in

developing markets, in particular
Russia, as the pipeline of deals
builds.

The optimism around developing
countries is seen in the latest survey
of M&A lawyers by PR consultants
Kreab Gavin Anderson, who found
that 42% of a group of senior law-
yers surveyed thought Greater
China—Macau, China, Taiwan and
Hong Kong—would be the leading
region for takeover activity this
year, compared with 8% that chose
Europe.

Omar Al-Salehi, co-head of in-
vestment banking for UBS in the
Middle East, said: “Emerging mar-
kets represent top-line growth at
the moment, so it is no wonder that
a large portion of deal activity in-
volves those markets. There is a
growing realization amongst invest-
ment banks that just having a pres-
ence in the main emerging-market
centers is not enough.”

—For more, visit
efinancialnews.com

BY LIAM VAUGHAN
AND HARRY WILSON

Dollar has exited crisis mode
Currency investors will shift

their focus to economic growth
now that the Federal Reserve has
signaled that U.S. banks no longer
require acute emergency support.

Until recently, any sign of
strength in the economic recovery
in the U.S. prompted investors to

sell dollars and buy
higher-yielding as-
sets, safe in the
knowledge that dol-

lar interest rates would remain ul-
tra-low for a while.

Now that the Fed has made a
tangible move away from crisis
mode, investors will watch a broad
array of figures—from inflation to
productivity gains and jobless
claims—to gauge the strength of the
recovery and the speed at which ex-
cess capacity is used up.

That will determine how fast the
Fed moves toward raising those in-
terest rates that affect the broader
economy. It also is a key factor in
the immediate outlook for the dol-
lar, which has already benefited
from a sense that the U.S. will see
rising interest rates before the euro

zone, where the sovereign-debt
problems continue to brew. Expecta-
tions for higher interest rates sup-
port the greenback because they
make dollar-denominated assets
more attractive.

The Fed emphasized that Thurs-
day’s increase in the discount rate
didn’t imply an increase in its short-
term benchmark rates, but investors
view the move as the Fed taking the
lead ahead of Japan and the euro
zone in tightening monetary policy.

“The Fed is taking away the
crutches because the patient can
walk without them,” said Sophia
Drossos, co-head of global foreign-
exchange strategy at Morgan Stan-
ley in New York. “Now that the re-
covery looks durable, the dollar will
be more sensitive to positive eco-
nomic news.”

The links between positive eco-
nomic data and a stronger dollar,
which became more evident late last
year, will continue to deepen, Ms.
Drossos said. In December, a much
better-than-expected nonfarm pay-
rolls number boosted bets that the
Fed would lift interest rates sooner
than anticipated amid signs that the
U.S. economy was picking up steam.

But with the Fed insisting rates
would remain close to zero, that
trend failed to hold.

The dollar will rise further
against the euro and the yen, Ms.
Drossos said, with the euro ending
the year at $1.24 and the dollar
reaching 109 yen.

Friday in New York, the euro was
at $1.3595, down from $1.3613 late
Thursday. The dollar was at 91.63
yen, up from 91.27 yen. The euro
has dropped almost 6% against the
dollar year-to-date, dragged down
by mounting concerns over the fis-
cal health of weaker members of the
euro zone, particularly Greece, Por-
tugal, Spain and Italy.

“The trend of a stronger dollar is
fairly well in place now due to…the
situation in Europe,” said Steven
Barrow, head of Group of 10 cur-
rency research at Standard Bank in
London. He expects the euro to dip
as low as $1.30 before the end of
this quarter. With investors focusing
on the yield differential rather than
risk appetite, coming data releases
will now have greater impact, Mr.
Barrow said, despite the Fed’s dis-
claimer that the discount-rate in-
crease isn’t a change in policy.
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